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CHAPTER 1�THE COMPTROLLER OF THE
CURRENCY

Sec.
1. Office of Comptroller of the Currency.
2. Comptroller of the Currency; appointment;

term.
3. Oath of Comptroller.
4. Deputy Comptrollers.
4a. Delegation of authority by Comptroller.
5, 6. Repealed.
7. Chief of examining division.
8. Clerks.
9. Additional examiners, clerks, and other em-

ployees.
9a. Repealed.
10. Salaries of Deputy Comptrollers, examiners,

and other employees as part of bank exam-
ination expenses.

11. Interest in national banks.
12. Seal of Comptroller.
13. Rooms for Currency Bureau.
14. Report of Comptroller.
15. Repealed.

§ 1. Office of Comptroller of the Currency

There shall be in the Department of the Treas-
ury a bureau charged with the execution of all
laws passed by Congress relating to the issue
and regulation of a national currency secured by
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United States bonds and, under the general su-
pervision of the Board of Governors of the Fed-
eral Reserve System, of all Federal Reserve
notes, except for the cancellation and destruc-
tion, and accounting with respect to such can-
cellation and destruction, of Federal Reserve
notes unfit for circulation, the chief officer of
which bureau shall be called the Comptroller of
the Currency, and shall perform his duties under
the general directions of the Secretary of the
Treasury. The Comptroller of the Currency shall
have the same authority over matters within
the jurisdiction of the Comptroller as the Direc-
tor of the Office of Thrift Supervision has over
matters within the Director’s jurisdiction under
section 1462a(b)(3) of this title. The Secretary of
the Treasury may not delay or prevent the issu-
ance of any rule or the promulgation of any reg-
ulation by the Comptroller of the Currency.

(R.S. § 324; Dec. 23, 1913, ch. 6, § 10, 38 Stat. 261;
June 3, 1922, ch. 205, 42 Stat. 621; Aug. 23, 1935,
ch. 614, title II, § 203(a), 49 Stat. 704; Pub. L.
89–427, § 1, May 20, 1966, 80 Stat. 161; Pub. L.
103–325, title III, § 331(b)(2), Sept. 23, 1994, 108
Stat. 2232.)

REFERENCES IN TEXT

The bureau, referred to in text, is known as the Office
of the Comptroller of the Currency.

CODIFICATION

R.S. § 324 derived from act June 3, 1864, ch. 106, § 1, 13
Stat. 99, which was the National Bank Act. See section
38 of this title.

Section is comprised of R.S. § 324, as amended by the
eighth paragraph of act Dec. 23, 1913, § 10.

AMENDMENTS

1994—Pub. L. 103–325 inserted at end ‘‘The Comptrol-
ler of the Currency shall have the same authority over
matters within the jurisdiction of the Comptroller as
the Director of the Office of Thrift Supervision has over
matters within the Director’s jurisdiction under sec-
tion 1462a(b)(3) of this title. The Secretary of the Treas-
ury may not delay or prevent the issuance of any rule
or the promulgation of any regulation by the Comptrol-
ler of the Currency.’’

1966—Pub. L. 89–427 inserted exception relating to
cancellation and destruction, and accounting with re-
spect to the cancellation and destruction, of Federal
Reserve notes unfit for circulation.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, were
not included in transfer of functions of officers, agen-
cies, and employees of Department of the Treasury to
Secretary of the Treasury, made by Reorg. Plan No. 26
of 1950, § 1, eff. July 31, 1950, 15 F.R. 4935, 64 Stat. 1280.
See section 321(c)(2) of Title 31, Money and Finance.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 31 section 307.

§ 2. Comptroller of the Currency; appointment;
term

The Comptroller of the Currency shall be ap-
pointed by the President, by and with the advice
and consent of the Senate, and shall hold his of-

fice for a term of five years unless sooner re-
moved by the President, upon reasons to be
communicated by him to the Senate.

(R.S. § 325; Aug. 23, 1935, ch. 614, title II, § 209, 49
Stat. 707.)

CODIFICATION

R.S. § 325 derived from act June 3, 1964, ch. 106, § 1, 13
Stat. 99, which was the National Bank Act. See section
38 of this title.

Provisions of this section which prescribed the an-
nual basic compensation of the Comptroller of the Cur-
rency were omitted to conform to the provisions of the
Executive Schedule. See section 5314 of Title 5, Govern-
ment Organization and Employees.

AMENDMENTS

1935—Act Aug. 23, 1935, struck out ‘‘on the recom-
mendation of the Secretary of the Treasury’’ after
‘‘President’’, where first appearing, and changed the
salary from ‘‘$5,000 a year’’ to ‘‘$15,000 a year’’.

REPEALS

Act Oct. 15, 1949, ch. 695, § 4, 63 Stat. 880, formerly
cited as a credit to this section, was repealed by Pub.
L. 89–554, § 8(a), Sept. 6, 1966, 80 Stat. 655.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, were
not included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 3. Oath of Comptroller

The Comptroller of the Currency shall, within
fifteen days from the time of notice of his ap-
pointment, take and subscribe the oath of office.

(R.S. § 326; Pub. L. 86–251, § 1(d), Sept. 9, 1959, 73
Stat. 488; Pub. L. 92–310, title II, § 223(a), June 6,
1972, 86 Stat. 206.)

CODIFICATION

R.S. § 326 derived from act June 3, 1864, ch. 106, § 1, 13
Stat. 99, which was the National Bank Act. See section
38 of this title.

AMENDMENTS

1972—Pub. L. 92–310 struck out provisions which re-
quired the Comptroller to give a bond in the sum of
$250,000.

1959—Pub. L. 86–251 increased the surety bond re-
quirement from $100,000 to $250,000.

§ 4. Deputy Comptrollers

The Secretary of the Treasury shall appoint
no more than four Deputy Comptrollers of the
Currency, one of whom shall be designated First
Deputy Comptroller of the Currency, and shall
fix their salaries. Each Deputy Comptroller
shall take the oath of office and shall perform
such duties as the Comptroller shall direct. Dur-
ing a vacancy in the office or during the absence
or disability of the Comptroller, each Deputy
Comptroller shall possess the power and perform
the duties attached by law to the office of the
Comptroller under such order of succession fol-
lowing the First Deputy Comptroller as the
Comptroller shall direct.

(R.S. § 327; Mar. 4, 1923, ch. 252, § 209(b), 42 Stat.
1467; Pub. L. 86–251, § 1(a), Sept. 9, 1959, 73 Stat.
487; Pub. L. 92–310, title II, § 223(b), June 6, 1972,
86 Stat. 206.)
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CODIFICATION

R.S. § 327 derived from act June 3, 1864, ch. 106, § 1, 13
Stat. 99, which was the National Bank Act. See section
38 of this title.

R.S. § 327, contained after the word ‘‘Secretary’’ the
following ‘‘who shall be entitled to a salary of two
thousand five hundred dollars a year, and’’ which was
omitted from this section on authority of act Mar. 4,
1923, § 209(b), fourth sentence, which was classified to
section 9a of this title and regulated the salaries of dep-
uty comptrollers.

AMENDMENTS

1972—Pub. L. 92–310 struck out provisions which re-
quired each Deputy Comptroller to give a bond in the
sum of $100,000.

1959—Pub. L. 86–251 provided for the appointment of
four Deputy Comptrollers instead of one, the designa-
tion of one as the First Deputy, the fixing of salaries,
increase in surety bond requirement from $50,000 to
$100,000 and order of succession.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 9 of this title.

§ 4a. Delegation of authority by Comptroller

The Comptroller of the Currency may delegate
to any duly authorized employee, representa-
tive, or agent any power vested in the office by
law.

(R.S. § 327A, as added Pub. L. 96–221, title VII,
§ 707(a), Mar. 31, 1980, 94 Stat. 188.)

§§ 5, 6. Repealed. Pub. L. 86�251, § 1(b), (c)(1),
Sept. 9, 1959, 73 Stat. 487, 488

Section 5, act Mar. 4, 1909, ch. 297, § 1, 35 Stat. 867, re-
lated to appointment, succession in office and penal
bond of assistant deputy comptroller. See section 4 of
this title.

Section 6, act Mar. 4, 1923, ch. 252, title II, § 209(b)
(pt.), 42 Stat. 1467, related to appointment, oath of of-
fice, penal bond, assigned duties and administration of
national agricultural credit corporation provisions of
third Deputy Comptroller. See section 4 of this title.

§ 7. Chief of examining division

The Comptroller of the Currency may des-
ignate a national bank examiner to act as chief
of the examining division in his office.

(Jan. 3, 1923, ch. 22, 42 Stat. 1096.)

CODIFICATION

Section is based on Treasury Department Appropria-
tion Act, 1924, act Jan. 3, 1923.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SIMILAR PROVISIONS

Similar provisions were contained in act Feb. 17, 1922,
ch. 55, 42 Stat. 375, and in earlier appropriation acts.

§ 8. Clerks

The Comptroller of the Currency shall employ,
from time to time, the necessary clerks, to be

appointed and classified by the Secretary of the
Treasury, to discharge such duties as the comp-
troller shall direct.

(R.S. § 328.)

CODIFICATION

R.S. § 328 derived from act June 3, 1864, ch. 106, § 1, 13
Stat. 100, which was the National Bank Act. See sec-
tion 38 of this title.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 9. Additional examiners, clerks, and other em-
ployees

The Comptroller of the Currency is authorized
to employ such additional examiners, clerks,
and other employees as he deems necessary to
carry out the provisions of sections 4, 6, 9, 10,
1151 to 1318, and 1322 of this title and to assign
to duty in the office of his bureau in Washington
such examiners and assistant examiners as he
shall deem necessary to assist in the perform-
ance of the work of that bureau.

(Mar. 4, 1923, ch. 252, title II, § 209(b), 42 Stat.
1467.)

REFERENCES IN TEXT

Section 6, referred to in text, was repealed by Pub. L.
86–251, § 1(c)(1), Sept. 9, 1959, 73 Stat. 488.

Sections 1151, 1161 to 1163, 1171, 1172, 1181, 1182, 1191,
1201, 1202, 1211 to 1215, 1221 to 1223, 1231, 1232, 1241 to
1244, 1246, 1247, 1249, 1251, 1261, 1271, 1281 to 1283, 1291 to
1293, 1301 to 1303, and 1322 of this title, included within
the reference to sections 1151 to 1318, and 1322 of this
title, were repealed by Pub. L. 86–230, § 24, Sept. 8, 1959,
73 Stat. 466.

Section 1151a, included within the reference to sec-
tions 1151 to 1318 of this title, was repealed by Pub. L.
92–181, title V, § 5.26(a), Dec. 10, 1971, 85 Stat. 624.

Sections 1245, 1248, and 1311 to 1318, included within
the reference to sections 1151 to 1318 of this title, were
repealed by act June 25, 1948, ch. 645, § 21, 62 Stat. 862,
eff. Sept. 1, 1948.

The bureau, referred to in text, is known as the Office
of the Comptroller of the Currency.

CODIFICATION

Section is comprised of subsec. (b), third sentence, of
section 209 of act Mar. 4, 1923. For classification to this
title of other provisions of section 209, see Tables.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 9a. Repealed. Pub. L. 89�554, § 8(a), Sept. 6, 1966,
80 Stat. 645

Section, act Mar. 4, 1923, ch. 252, title II, § 209(b), 42
Stat. 1467, authorized Comptroller to fix in advance pay
of deputy comptrollers, examiners, clerks, and certain
other employees.

§ 10. Salaries of Deputy Comptrollers, examiners,
and other employees as part of bank exam-
ination expenses

The salaries of the Deputy Comptrollers and of
all national bank examiners and assistant exam-
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iners assigned to duty in the office of the bureau
in Washington in connection with the super-
vision of national banks shall be considered part
of the expenses of the examinations provided for
by subchapter XV of chapter 3 of this title.

(Mar. 4, 1923, ch. 252, title II, § 209(b), 42 Stat.
1467; Pub. L. 86–251, § 1(c)(2), Sept. 9, 1959, 73 Stat.
488.)

REFERENCES IN TEXT

Subchapter XV [§ 481 et seq.] of chapter 3 of this title,
referred to in text, was in the original a reference to
section 5240 of the Revised Statutes.

CODIFICATION

Section is comprised of subsec. (b), fifth sentence, of
section 209 of act Mar. 4, 1923. For classification to this
title of other provisions of section 209, see Tables.

AMENDMENTS

1959—Pub. L. 86–251 included all Deputy Comptrollers
instead of only two deputy comptrollers and struck out
provisions deeming the salaries of deputy comptroller,
examiners, assistant examiners, clerks and other em-
ployees as expenses of administration of national agri-
cultural credit corporation provisions and considering
the salary of the additional deputy comptroller as part-
ly an expense of administration in proportion to time
spent in such administration.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 9 of this title.

§ 11. Interest in national banks

It shall not be lawful for the Comptroller or
the Deputy Comptroller of the Currency, either
directly or indirectly, to hold an interest in any
national bank.

(R.S. § 329; Pub. L. 106–569, title XII, § 1233(b),
Dec. 27, 2000, 114 Stat. 3037.)

CODIFICATION

R.S. § 329 derived from act June 3, 1864, ch. 106, § 1, 13
Stat. 99, which was the National Bank Act. See section
38 of this title.

AMENDMENTS

2000—Pub. L. 106–569 substituted ‘‘to hold an interest
in any national bank’’ for ‘‘to be interested in any asso-
ciation issuing national currency under the laws of the
United States’’.

§ 12. Seal of Comptroller

The seal devised by the Comptroller of the
Currency for his office, and approved by the Sec-
retary of the Treasury, shall continue to be the
seal of office of the comptroller, and may be re-
newed when necessary. A description of the seal,
with an impression thereof, and a certificate of
approval by the Secretary of the Treasury, shall
be filed in the office of the Secretary of State.

(R.S. § 330; Feb. 18, 1875, ch. 80, § 1, 18 Stat. 317.)

CODIFICATION

R.S. § 330 derived from act June 3, 1864, ch. 106, § 2, 13
Stat. 100, which was the National Bank Act. See sec-
tion 38 of this title.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 13. Rooms for Currency Bureau

There shall be assigned, from time to time, to
the Comptroller of the Currency, by the Sec-
retary of the Treasury, suitable rooms in the
Treasury Building for conducting the business of
the Currency Bureau, containing safe and secure
fireproof vaults, in which the Comptroller shall
deposit and safely keep all the plates not nec-
essarily in the possession of engravers or print-
ers, and other valuable things belonging to his
department; and the Comptroller shall from
time to time furnish the necessary furniture,
stationery, fuel, lights, and other proper con-
veniences for the transaction of the business of
his office.

(R.S. § 331.)

REFERENCES IN TEXT

The bureau, referred to in text, is known as the Office
of the Comptroller of the Currency.

CODIFICATION

R.S. § 331 derived from act June 3, 1864, ch. 106, § 3, 13
Stat. 100, which was the National Bank Act. See sec-
tion 38 of this title.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 14. Report of Comptroller

The Comptroller of the Currency shall make
an annual report to Congress. The report re-
quired under this section shall include the re-
port required under section 57a(f)(7) of title 15.

(R.S. § 333; Feb. 18, 1875, ch. 80, § 1, 18 Stat. 317;
Aug. 7, 1946, ch. 770, § 1(39), 60 Stat. 869; Pub. L.
106–569, title XI, § 1103(c), Dec. 27, 2000, 114 Stat.
3031.)

CODIFICATION

R.S. § 333 derived from acts June 3, 1864, ch. 106, § 61,
13 Stat. 117, and Feb. 19, 1873, ch. 166, 17 Stat. 466. Act
June 3, 1864, was the National Bank Act. See section 38
of this title.

AMENDMENTS

2000—Pub. L. 106–569 inserted at end ‘‘The report re-
quired under this section shall include the report re-
quired under section 57a(f)(7) of title 15.’’

1946—Act Aug. 7, 1946, repealed in the opening clause,
the requirement that the report to Congress shall be
submitted at the commencement of its session, and re-
pealed all provisions prescribing contents of the exhib-
its in the report.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 36 of this title.

§ 15. Repealed. Aug. 7, 1946, ch. 770, § 1(40, 50), 60
Stat. 869, 870

Section, act Apr. 28, 1902, ch. 594, § 1, 32 Stat. 138, re-
quired inclusion of expenses of liquidation of national
banks in annual report of Comptroller of the Currency.
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CHAPTER 2�NATIONAL BANKS

SUBCHAPTER I—ORGANIZATION AND GENERAL
PROVISIONS

Sec.
21. Formation of national banking associations;

incorporators; articles of association.
21a. Amendment of articles of association.
22. Organization certificate.
23. Acknowledgment and filing of certificate.
24. Corporate powers of associations.
24a. Financial subsidiaries of national banks.

(a) Authorization to conduct in subsidi-
aries certain activities that are fi-
nancial in nature.

(b) Activities that are financial in na-
ture.

(c) Capital deduction.
(d) Safeguards for the bank.
(e) Provisions applicable to national

banks that fail to continue to meet
certain requirements.

(f) Failure to maintain public rating or
meet applicable criteria.

(g) Definitions.
25. Omitted.
25a. Participation by national banks in lotteries

and related activities.
(a) Prohibited activities.
(b) Use of banking premises prohibited.
(c) Definitions.
(d) Lawful banking services connected

with operation of lotteries.
(e) Regulations; enforcement.

26. Comptroller to determine if association can
commence business.

27. Certificate of authority to commence bank-
ing.

28. Repealed.
29. Power to hold real property.
30. Change of name or location.

(a) Name change.
(b) Location change.
(c) Coordination with section 36 of this

title.
(d) Retention of ‘‘Federal’’ in name of

converted Federal savings associa-
tion.

31. Rights and liabilities as affected by change of
name.

32. Liabilities and suits as affected by change of
name or location.

33 to 34c. Transferred.
35. Organization of State banks as national

banking associations.
36. Branch banks.

(a) Lawful and continuous operation.
(b) Converted State banks.
(c) New branches.
(d) Branches resulting from interstate

merger transactions.
(e) Exclusive authority for additional

branches.
(f) Law applicable to interstate branch-

ing operations.
(g) State ‘‘opt-in’’ election to permit

interstate branching through de
novo branches.

(h) Repealed.
(i) Prior approval of branch locations.
(j) ‘‘Branch’’ defined.

(k) Branches in foreign countries, de-
pendencies, or insular possessions.

(l) ‘‘State bank’’ and ‘‘bank’’ defined.
37. Associations governed by chapter.
38. The National Bank Act.
39. Reservation of rights of associations orga-

nized under Act of 1863.
40. Virgin Islands; extension of National Bank

Act.

Sec.
41. Guam; extension of National Bank Act.
42. Territorial application.
43. Interpretations concerning preemption of cer-

tain State laws.
(a) Notice and opportunity for comment

required.
(b) Publication required.
(c) Exceptions.

SUBCHAPTER II—CAPITAL, STOCK, AND
STOCKHOLDERS

51. Repealed.
51a. Preferred stock; issuance authorized.
51b. Dividends, voting, and retirement of preferred

stock; individual liability.
51b–1. Consideration of preferred stock in determin-

ing impairment of capital; dividends; retire-
ment.

51c. ‘‘Common stock’’, ‘‘capital’’, and ‘‘capital
stock’’ defined.

51d to 51f. Repealed.
52. Par value and incidents of stock; transfer of

shares.
53. When capital stock paid in.
54. Repealed.
55. Enforcing payment of deficiency in capital

stock; assessments; liquidation; receiver-
ship.

56. Prohibition on withdrawal of capital; un-
earned dividends.

57. Increase of capital by provision in articles of
association.

58. Repealed.
59. Reduction of capital by vote of shareholders.
60. Dividends.

(a) Periodic declaration; surplus fund.
(b) Approval of Comptroller.

61. Shareholders’ voting rights; cumulative and
distributive voting; preferred stock; trust
shares; proxies, liability restrictions; per-
centage requirement exclusion of trust
shares.

62. List of shareholders.
63, 64. Repealed.
64a. Individual liability of shareholders; limita-

tion on liability.
65. Repealed.
66. Personal liability of representatives of stock-

holders.
67. Individual liability of shareholders; com-

promises; authority of receiver.

SUBCHAPTER III—DIRECTORS

71. Election.
71a. Number of directors; penalties.
72. Qualifications.
73. Oath.
74. Vacancies.
75. Legal holiday, annual meeting on; proceed-

ings where no election held on proper day.
76. President of bank as member of board; chair-

man of board.
77, 78. Repealed.

SUBCHAPTER IV—REGULATION OF THE BANKING
BUSINESS; POWERS AND DUTIES OF NATIONAL
BANKS

81. Place of business.
82. Repealed.
83. Loans by bank on its own stock.

(a) General prohibition.
(b) Exclusion.

84. Lending limits.
(a) Total loans and extensions of credit.
(b) Definitions.
(c) Exceptions.
(d) Authority of Comptroller of the Cur-

rency.
85. Rate of interest on loans, discounts and pur-

chases.
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Sec.
86. Usurious interest; penalty for taking; limita-

tions.
86a to 89. Omitted or Repealed.
90. Depositaries of public moneys and financial

agents of Government.
91. Transfers by bank and other acts in con-

templation of insolvency.
92. Acting as insurance agent or broker.
92a. Trust powers.

(a) Authority of Comptroller of the Cur-
rency.

(b) Grant and exercise of powers deemed
not in contravention of State or
local law.

(c) Segregation of fiduciary and general
assets; separate books and records;
access of State banking authorities
to reports of examinations, books,
records, and assets.

(d) Prohibited operations; separate in-
vestment account; collateral for
certain funds used in conduct of
business.

(e) Lien and claim upon bank failure.
(f) Deposits of securities for protection

of private or court trusts; execution
of and exemption from bond.

(g) Officials’ oath or affidavit.
(h) Loans of trust funds to officers and

employees prohibited; penalties.
(i) Considerations determinative of grant

or denial of applications; minimum
capital and surplus for issuance of
permit.

(j) Surrender of authorization; board res-
olution; Comptroller certification;
activities affected; regulations.

(k) Revocation; procedures applicable.
93. Violation of provisions of chapter.

(a) Forfeiture of franchise; personal li-
ability of directors.

(b) Civil money penalty.
(c) Notice under this section after sepa-

ration from service.
(d) Forfeiture of franchise for money

laundering or cash transaction re-
porting offenses.

(d) Authority.
93a. Authority to prescribe rules and regulations.
94. Venue of suits.
94a. Repealed.
95. Emergency limitations and restrictions on

business of members of Federal reserve sys-
tem; designation of legal holiday for na-
tional banking associations; exceptions;
‘‘State’’ defined.

95a. Regulation of transactions in foreign ex-
change of gold and silver; property trans-
fers; vested interests, enforcement and pen-
alties.

95b. Ratification of acts of President and Sec-
retary of the Treasury under section 95a.

SUBCHAPTER V—OBTAINING AND ISSUING
CIRCULATING NOTES

101 to 110. Repealed.

SUBCHAPTER VI—REDEMPTION AND
REPLACEMENT OF CIRCULATING NOTES

121. Repealed.
121a. Redemption of notes unidentifiable as to

bank of issue.
122 to 127. Repealed.

SUBCHAPTER VII—PROCEEDINGS ON FAILURE OF
BANK TO REDEEM CIRCULATING NOTES

131 to 138. Repealed.

SUBCHAPTER VIII—RESERVE CITIES; LAWFUL
RESERVES

141. Central reserve and reserve cities; designa-
tion.

Sec.
142. Banks in reserve cities; reserves.
143. Banks in Alaska and insular possessions; law-

ful money reserves.
144. Certain balances counted toward reserves in

dependencies and insular possessions.
145, 146. Repealed.

SUBCHAPTER IX—FORMATION OF ASSOCIATIONS
TO ISSUE GOLD NOTES

151 to 153. Repealed.

SUBCHAPTER X—BANK EXAMINATIONS; REPORTS

161. Reports to Comptroller of the Currency.
(a) Reports of condition; form; contents;

date of making; publication.
(b) Payment of dividends.
(c) Reports of affiliates; form; contents;

date of making; publication; pen-
alties.

162, 163. Repealed.
164. Penalty for failure to make reports.

(a) First tier.
(b) Second tier.
(c) Third tier.
(d) Assessment; etc.
(e) Hearing.

165. Omitted.

SUBCHAPTER XI—MISCELLANEOUS PROVISIONS
REGARDING UNITED STATES BONDS IN RELA-
TION TO NATIONAL BANKS

168 to 177. Repealed.
177a. Funds available for cost of transporting and

redeeming national and Federal Reserve
bank notes.

178. Repealed.

SUBCHAPTER XII—VOLUNTARY DISSOLUTION

181. Voluntary dissolution; appointment and re-
moval of liquidating agent or committee;
examination.

182. Notice of intent to dissolve.
183 to 186. Repealed.

SUBCHAPTER XIII—RECEIVERSHIP

191. Appointment of Federal Deposit Insurance
Corporation as receiver.

192. Default in payment of circulating notes.
193. Notice to present claims.
194. Dividends on adjusted claims; distribution of

assets.
195. Repealed.
196. Expenses.
197. Shareholders’ meeting; continuance of receiv-

ership; appointment of agent; winding up
business; distribution of assets.

197a. Resumption of business by closed bank on
consent of depositors.

198. Purchase by receiver of property of bank; re-
quest to Comptroller.

199. Approval of request.
200. Payment.

SUBCHAPTER XIV—BANK CONSERVATION ACT

201. Short title.
202. Definitions.
203. Appointment of conservator.

(a) Appointment.
(b) Judicial review.
(c) Additional grounds for appointment.
(d) Exclusive authority.
(e) Replacement of conservator.

204. Examinations.
205. Termination of conservatorship.

(a) General rule.
(b) Other grounds for termination.
(c) Enforcement under Federal Deposit

Insurance Act.
(d) Action upon termination.
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Sec.
206. Conservator; powers and duties.

(a) General powers.
(b) Subject to rules of Comptroller.
(c) Payment of depositors and creditors.
(d) Compensation of conservator and em-

ployees.
(e) Expenses.

207, 208. Repealed.
209. Liability protection.

(a) Federal agency and employees.
(b) Other conservators.
(c) Indemnification.

210. Governmental powers unimpaired.
211. Rules and regulations.

(a) In general.
(b) F.D.I.C. as conservator.

212. Right to amend; separability.
213. Transferred.

SUBCHAPTER XV—CONVERSION OF NATIONAL
BANKS INTO STATE BANKS

214. Definitions.
214a. Procedure for conversion, merger, or consoli-

dation; vote of stockholders.
(a) Approval of board of directors; publi-

cation of notice of stockholders’
meeting; waiver of publication; no-
tice by registered or certified mail.

(b) Rights of dissenting stockholders.
214b. Continuation of business and corporate en-

tity.
214c. Conversions in contravention of State law.

SUBCHAPTER XVI—CONSOLIDATION AND
MERGER

215. Consolidation of banks within same State.
(a) In general.
(b) Liability of consolidated association;

capital stock; dissenting sharehold-
ers.

(c) Valuation of shares.
(d) Appraisal by Comptroller; expenses of

consolidated association; sale and
resale of shares; State appraisal and
consolidation law.

(e) Status of consolidated association;
property rights and interests vested
and held as fiduciary.

(f) Removal as fiduciary; discrimination.
(g) Issuance of stock by consolidated as-

sociation; preemptive rights.
215a. Merger of national banks or State banks into

national banks.
(a) Approval of Comptroller, board and

shareholders; merger agreement;
notice; capital stock; liability of re-
ceiving association.

(b) Dissenting shareholders.
(c) Valuation of shares.
(d) Application to shareholders of merg-

ing associations: appraisal by
Comptroller; expenses of receiving
association; sale and resale of
shares; State appraisal and merger
law.

(e) Status of receiving association; prop-
erty rights and interests vested and
held as fiduciary.

(f) Removal as fiduciary; discrimination.
(g) Issuance of stock by receiving asso-

ciation; preemptive rights.
215a–1. Interstate consolidations and mergers.

(a) In general.
(b) Scope of application.
(c) Definitions.

215a–2. Expedited procedures for certain reorganiza-
tions.

(a) In general.
(b) Reorganization plan.

Sec.
(c) Rights of dissenting shareholders.
(d) Effect of reorganization.
(e) Approval under the Bank Holding

Company Act.
215a–3. Mergers and consolidations with subsidiaries

and nonbank affiliates.
(a) In general.
(b) Scope.
(c) Regulations.

215b. Definitions.
215c. Mergers, consolidations, and other acquisi-

tions authorized.
(a) In general.
(b) Expedited approval of acquisitions.
(c) Rule of construction.
(d) ‘‘Acquire’’ defined.

SUBCHAPTER XVII—DISPOSITION OF UNCLAIMED
PROPERTY RECOVERED FROM CLOSED NA-
TIONAL BANKS

216. Purpose.
216a. Definitions.
216b. Disposition of unclaimed property.

(a) Limitations for filing claims; publica-
tion of notice in Federal Register;
contents of notice; disclosure of de-
scriptive information; inspection of
specific property.

(b) Delivery of property to claimant upon
proof of entitlement; determination
of validity of claims; recoupment of
expenses; liability for losses; insur-
ance requirements.

(c) Vesting of rights, title and interest in
unclaimed property in United
States; sale, use, destruction or dis-
position of property; proceeds of
sale as miscellaneous receipts.

(d) Liability for determination of valid-
ity of claims; liability for delivery,
sale, etc., of property.

(e) Court action for determination of
ownership, etc., in State or Federal
court of competent jurisdiction; de
novo nature of action; parties.

(f) Jurisdiction of United States Claims
Court of actions against United
States, Comptroller, officer, etc.;
scope of review of actions of Comp-
troller; limitations; claims against
Comptroller, officer, etc., as claim
against United States.

216c. Rules and regulations.
216d. Severability.

NATIONAL BANK ACT REFERRED TO IN OTHER SECTIONS

Sections 21 et seq. of this title are referred to in sec-
tions 35, 40, 41, 215c, 501a, 1440, 1467a, 1817, 2254, 3102 of
this title; title 18 section 334; title 28 section 1348.

SUBCHAPTER I—ORGANIZATION AND
GENERAL PROVISIONS

§ 21. Formation of national banking associations;
incorporators; articles of association

Associations for carrying on the business of
banking under title 62 of the Revised Statutes
may be formed by any number of natural per-
sons, not less in any case than five. They shall
enter into articles of association, which shall
specify in general terms the object for which the
association is formed, and may contain any
other provisions, not inconsistent with law,
which the association may see fit to adopt for
the regulation of its business and the conduct of
its affairs. These articles shall be signed by the
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persons uniting to form the association, and a
copy of them shall be forwarded to the Comp-
troller of the Currency, to be filed and preserved
in his office.

(R.S. § 5133.)

REFERENCES IN TEXT

Title 62 of the Revised Statutes, referred to in text,
was in the original ‘‘this Title’’ meaning title LXII of
the Revised Statutes, consisting of R.S. §§ 5133 to 5244,
which are classified to sections 21, 22 to 24a, 25a, 26, 27,
29, 35 to 37, 39, 43, 52, 53, 55 to 57, 59 to 62, 66, 71, 72 to
76, 81, 83 to 86, 90, 91, 93, 93a, 94, 141 to 144, 161, 164, 181,
182, 192 to 194, 196, 215c, 481 to 485, 501, 541, 548, and 582
of this title. See, also, sections 8, 333, 334, 475, 656, 709,
1004, and 1005 of Title 18, Crimes and Criminal Proce-
dure. For complete classification of R.S. §§ 5133 to 5244
to the Code, see Tables.

CODIFICATION

R.S. § 5133 derived from act June 3, 1864, ch. 106, § 5, 13
Stat. 100, which was the National Bank Act. See sec-
tion 38 of this title.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 21a. Amendment of articles of association

Except as otherwise specifically provided by
law, or by the articles of association of the par-
ticular national banking association, the arti-
cles of association of a national banking asso-
ciation may be amended with respect to any
lawful matter, and any action requiring the ap-
proval of the stockholders of such association
may be had by the approving vote of the holders
of a majority of the voting shares of the stock
of the association obtained at a meeting of the
stockholders called and held pursuant to notice
given by mail at least ten days prior to the
meeting or pursuant to a waiver of such notice
given by all stockholders entitled to receive no-
tice of such meeting. A certified copy of every
amendment to the articles of association adopt-
ed by the shareholders of a national banking as-
sociation shall be forwarded to the Comptroller
of the Currency, to be filed and preserved in his
office.

(Pub. L. 86–230, § 13, Sept. 8, 1959, 73 Stat. 458.)

§ 22. Organization certificate

The persons uniting to form such an associa-
tion shall, under their hands, make an organiza-
tion certificate, which shall specifically state:

First. The name assumed by such association;
which name shall include the word ‘‘national’’.

Second. The place where its operations of dis-
count and deposit are to be carried on, designat-
ing the State, Territory, or District, and the
particular county and city, town, or village.

Third. The amount of capital stock and the
number of shares into which the same is to be
divided.

Fourth. The names and places of residence of
the shareholders and the number of shares held
by each of them.

Fifth. The fact that the certificate is made to
enable such persons to avail themselves of the
advantages of title 62 of the Revised Statutes.

(R.S. § 5134; Pub. L. 86–230, § 25, Sept. 8, 1959, 73
Stat. 466; Pub. L. 97–320, title IV, § 405(b), Oct. 15,
1982, 96 Stat. 1512.)

REFERENCES IN TEXT

Title 62 of the Revised Statutes, referred to in par.
Fifth, was in the original ‘‘this Title’’ meaning title
LXII of the Revised Statutes, consisting of R.S. §§ 5133
to 5244, which are classified to sections 21, 22 to 24a, 25a,
26, 27, 29, 35 to 37, 39, 43, 52, 53, 55 to 57, 59 to 62, 66, 71,
72 to 76, 81, 83 to 86, 90, 91, 93, 93a, 94, 141 to 144, 161, 164,
181, 182, 192 to 194, 196, 215c, 481 to 485, 501, 541, 548, and
582 of this title. See, also, sections 8, 333, 334, 475, 656,
709, 1004, and 1005 of Title 18, Crimes and Criminal Pro-
cedure. For complete classification of R.S. §§ 5133 to
5244 to the Code, see Tables.

CODIFICATION

R.S. § 5134 derived from act June 3, 1864, ch. 106, § 6, 13
Stat. 101, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1982—Par. First. Pub. L. 97–320 struck out ‘‘and be
subject to the approval of the Comptroller of the Cur-
rency’’ after ‘‘national’’.

1959—Par. First. Pub. L. 86–230 substituted ‘‘which
named shall include the word ‘national’ and be’’ for
‘‘which name shall be’’.

§ 23. Acknowledgment and filing of certificate

The organization certificate shall be acknowl-
edged before a judge of some court of record, or
notary public; and shall be, together with the
acknowledgment thereof, authenticated by the
seal of such court, or notary, transmitted to the
Comptroller of the Currency, who shall record
and carefully preserve the same in his office.

(R.S. § 5135.)

CODIFICATION

R.S. § 5135 derived from act June 3, 1864, ch. 106, § 6, 13
Stat. 101, which was the National Bank Act. See sec-
tion 38 of this title.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 24. Corporate powers of associations

Upon duly making and filing articles of asso-
ciation and an organization certificate a na-
tional banking association shall become, as
from the date of the execution of its organiza-
tion certificate, a body corporate, and as such,
and in the name designated in the organization
certificate, it shall have power—

First. To adopt and use a corporate seal.
Second. To have succession from February 25,

1927, or from the date of its organization if orga-
nized after February 25, 1927, until such time as
it be dissolved by the act of its shareholders
owning two-thirds of its stock, or until its fran-
chise becomes forfeited by reason of violation of
law, or until terminated by either a general or
a special Act of Congress or until its affairs be
placed in the hands of a receiver and finally
wound up by him.

Third. To make contracts.
Fourth. To sue and be sued, complain and de-

fend, in any court of law and equity, as fully as
natural persons.
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Fifth. To elect or appoint directors, and by its
board of directors to appoint a president, vice
president, cashier, and other officers, define
their duties, require bonds of them and fix the
penalty thereof, dismiss such officers or any of
them at pleasure, and appoint others to fill their
places.

Sixth. To prescribe, by its board of directors,
bylaws not inconsistent with law, regulating the
manner in which its stock shall be transferred,
its directors elected or appointed, its officers ap-
pointed, its property transferred, its general
business conducted, and the privileges granted
to it by law exercised and enjoyed.

Seventh. To exercise by its board of directors
or duly authorized officers or agents, subject to
law, all such incidental powers as shall be nec-
essary to carry on the business of banking; by
discounting and negotiating promissory notes,
drafts, bills of exchange, and other evidences of
debt; by receiving deposits; by buying and sell-
ing exchange, coin, and bullion; by loaning
money on personal security; and by obtaining,
issuing, and circulating notes according to the
provisions of title 62 of the Revised Statutes.
The business of dealing in securities and stock
by the association shall be limited to purchasing
and selling such securities and stock without re-
course, solely upon the order, and for the ac-
count of, customers, and in no case for its own
account, and the association shall not under-
write any issue of securities or stock; Provided,
That the association may purchase for its own
account investment securities under such limi-
tations and restrictions as the Comptroller of
the Currency may by regulation prescribe. In no
event shall the total amount of the investment
securities of any one obligor or maker, held by
the association for its own account, exceed at
any time 10 per centum of its capital stock actu-
ally paid in and unimpaired and 10 per centum of
its unimpaired surplus fund, except that this
limitation shall not require any association to
dispose of any securities lawfully held by it on
August 23, 1935. As used in this section the term
‘‘investment securities’’ shall mean marketable
obligations, evidencing indebtedness of any per-
son, copartnership, association, or corporation
in the form of bonds, notes and/or debentures
commonly known as investment securities
under such further definition of the term ‘‘in-
vestment securities’’ as may by regulation be
prescribed by the Comptroller of the Currency.
Except as hereinafter provided or otherwise per-
mitted by law, nothing herein contained shall
authorize the purchase by the association for its
own account of any shares of stock of any cor-
poration. The limitations and restrictions here-
in contained as to dealing in, underwriting and
purchasing for its own account, investment se-
curities shall not apply to obligations of the
United States, or general obligations of any
State or of any political subdivision thereof, or
obligations of the Washington Metropolitan
Area Transit Authority which are guaranteed by
the Secretary of Transportation under section 9
of the National Capital Transportation Act of
1969, or obligations issued under authority of the
Federal Farm Loan Act, as amended, or issued
by the thirteen banks for cooperatives or any of
them or the Federal Home Loan Banks, or obli-

gations which are insured by the Secretary of
Housing and Urban Development under title XI
of the National Housing Act [12 U.S.C. 1749aaa et
seq.] or obligations which are insured by the
Secretary of Housing and Urban Development
(hereinafter in this sentence referred to as the
‘‘Secretary’’) pursuant to section 207 of the Na-
tional Housing Act [12 U.S.C. 1713], if the deben-
tures to be issued in payment of such insured ob-
ligations are guaranteed as to principal and in-
terest by the United States, or obligations, par-
ticipations, or other instruments of or issued by
the Federal National Mortgage Association, or
the Government National Mortgage Association,
or mortgages, obligations or other securities
which are or ever have been sold by the Federal
Home Loan Mortgage Corporation pursuant to
section 305 or section 306 of the Federal Home
Loan Mortgage Corporation Act [12 U.S.C. 1454
or 1455], or obligations of the Federal Financing
Bank or obligations of the Environmental Fi-
nancing Authority, or obligations or other in-
struments or securities of the Student Loan
Marketing Association, or such obligations of
any local public agency (as defined in section
110(h) of the Housing Act of 1949 [42 U.S.C.
1460(h)]) as are secured by an agreement between
the local public agency and the Secretary in
which the local public agency agrees to borrow
from said Secretary, and said Secretary agrees
to lend to said local public agency, monies in an
aggregate amount which (together with any
other monies irrevocably committed to the pay-
ment of interest on such obligations) will suffice
to pay, when due, the interest on and all install-
ments (including the final installment) of the
principal of such obligations, which monies
under the terms of said agreement are required
to be used for such payments, or such obliga-
tions of a public housing agency (as defined in
the United States Housing Act of 1937, as amend-
ed [42 U.S.C. 1437 et seq.]) as are secured (1) by
an agreement between the public housing agen-
cy and the Secretary in which the public hous-
ing agency agrees to borrow from the Secretary,
and the Secretary agrees to lend to the public
housing agency, prior to the maturity of such
obligations, monies in an amount which (to-
gether with any other monies irrevocably com-
mitted to the payment of interest on such obli-
gations) will suffice to pay the principal of such
obligations with interest to maturity thereon,
which monies under the terms of said agreement
are required to be used for the purpose of paying
the principal of and the interest on such obliga-
tions at their maturity, (2) by a pledge of annual
contributions under an annual contributions
contract between such public housing agency
and the Secretary if such contract shall contain
the covenant by the Secretary which is author-
ized by subsection (g) of section 6 of the United
States Housing Act of 1937, as amended [42
U.S.C. 1437d(g)], and if the maximum sum and
the maximum period specified in such contract
pursuant to said subsection 6(g) [42 U.S.C.
1437d(g)] shall not be less than the annual
amount and the period for payment which are
requisite to provide for the payment when due of
all installments of principal and interest on
such obligations, or (3) by a pledge of both an-
nual contributions under an annual contribu-
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1 So in original. Probably should be followed by a comma.
2 So in original.

3 So in original. The period probably should be preceded by an
additional closing parenthesis.

tions contract containing the covenant by the
Secretary which is authorized by section 6(g) of
the United States Housing Act of 1937 [42 U.S.C.
1437d(g)], and a loan under an agreement be-
tween the local public housing agency and the
Secretary in which the public housing agency
agrees to borrow from the Secretary, and the
Secretary agrees to lend to the public housing
agency, prior to the maturity of the obligations
involved, moneys in an amount which (together
with any other moneys irrevocably committed
under the annual contributions contract to the
payment of principal and interest on such obli-
gations) will suffice to provide for the payment
when due of all installments of principal and in-
terest on such obligations, which moneys under
the terms of the agreement are required to be
used for the purpose of paying the principal and
interest on such obligations at their maturity:
Provided, That in carrying on the business com-
monly known as the safe-deposit business the
association shall not invest in the capital stock
of a corporation organized under the law of any
State to conduct a safe-deposit business in an
amount in excess of 15 per centum of the capital
stock of the association actually paid in and un-
impaired and 15 per centum of its unimpaired
surplus. The limitations and restrictions herein
contained as to dealing in and underwriting in-
vestment securities shall not apply to obliga-
tions issued by the International Bank for Re-
construction and Development, the European
Bank for Reconstruction and Development, the
Inter-American Development Bank 1 Bank for
Economic Cooperation and Development in the
Middle East and North Africa,,2 the North Amer-
ican Development Bank, the Asian Development
Bank, the African Development Bank, the Inter-
American Investment Corporation, or the Inter-
national Finance Corporation,,2 or obligations
issued by any State or political subdivision or
any agency of a State or political subdivision
for housing, university, or dormitory purposes,
which are at the time eligible for purchase by a
national bank for its own account, nor to bonds,
notes and other obligations issued by the Ten-
nessee Valley Authority or by the United States
Postal Service: Provided, That no association
shall hold obligations issued by any of said orga-
nizations as a result of underwriting, dealing, or
purchasing for its own account (and for this pur-
pose obligations as to which it is under commit-
ment shall be deemed to be held by it) in a total
amount exceeding at any one time 10 per cen-
tum of its capital stock actually paid in and un-
impaired and 10 per centum of its unimpaired
surplus fund. Notwithstanding any other provi-
sion in this paragraph, the association may pur-
chase for its own account shares of stock issued
by a corporation authorized to be created pursu-
ant to title IX of the Housing and Urban Devel-
opment Act of 1968 [42 U.S.C. 3931 et seq.], and
may make investments in a partnership, limited
partnership, or joint venture formed pursuant to
section 907(a) or 907(c) of that Act [42 U.S.C.
3937(a) or 3937(c)]. Notwithstanding any other
provision of this paragraph, the association may
purchase for its own account shares of stock is-

sued by any State housing corporation incor-
porated in the State in which the association is
located and may make investments in loans and
commitments for loans to any such corporation:
Provided, That in no event shall the total
amount of such stock held for its own account
and such investments in loans and commitments
made by the association exceed at any time 5
per centum of its capital stock actually paid in
and unimpaired plus 5 per centum of its unim-
paired surplus fund. Notwithstanding any other
provision in this paragraph, the association may
purchase for its own account shares of stock is-
sued by a corporation organized solely for the
purpose of making loans to farmers and ranch-
ers for agricultural purposes, including the
breeding, raising, fattening, or marketing of
livestock. However, unless the association owns
at least 80 per centum of the stock of such agri-
cultural credit corporation the amount invested
by the association at any one time in the stock
of such corporation shall not exceed 20 per cen-
tum of the unimpaired capital and surplus of the
association: Provided further, That notwith-
standing any other provision of this paragraph,
the association may purchase for its own ac-
count shares of stock of a bank insured by the
Federal Deposit Insurance Corporation or a
holding company which owns or controls such
an insured bank if the stock of such bank or
company is owned exclusively (except to the ex-
tent directors’ qualifying shares are required by
law) by depository institutions or depository in-
stitution holding companies (as defined in sec-
tion 1813 of this title) and such bank or company
and all subsidiaries thereof are engaged exclu-
sively in providing services to or for other de-
pository institutions, their holding companies,
and the officers, directors, and employees of
such institutions and companies, and in provid-
ing correspondent banking services at the re-
quest of other depository institutions or their
holding companies (also referred to as a ‘‘bank-
er’s bank’’), but in no event shall the total
amount of such stock held by the association in
any bank or holding company exceed at any
time 10 per centum of the association’s capital
stock and paid in and unimpaired surplus and in
no event shall the purchase of such stock result
in an association’s acquiring more than 5 per
centum of any class of voting securities of such
bank or company. The limitations and restric-
tions contained in this paragraph as to an asso-
ciation purchasing for its own account invest-
ment securities shall not apply to securities
that (A) are offered and sold pursuant to section
4(5) of the Securities Act of 1933 (15 U.S.C.
77d(5)); (B) are small business related securities
(as defined in section 3(a)(53) of the Securities
Exchange Act of 1934 [15 U.S.C. 78c(a)(53)]); or (C)
are mortgage related securities (as that term is
defined in section 3(a)(41) of the Securities Ex-
change Act of 1934 (15 U.S.C. 78c(a)(41)).3 The ex-
ception provided for the securities described in
subparagraphs (A), (B), and (C) shall be subject
to such regulations as the Comptroller of the
Currency may prescribe, including regulations
prescribing minimum size of the issue (at the
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time of initial distribution) or minimum aggre-
gate sales prices, or both.

A national banking association may deal in,
underwrite, and purchase for such association’s
own account qualified Canadian government ob-
ligations to the same extent that such associa-
tion may deal in, underwrite, and purchase for
such association’s own account obligations of
the United States or general obligations of any
State or of any political subdivision thereof. For
purposes of this paragraph—

(1) the term ‘‘qualified Canadian government
obligations’’ means any debt obligation which
is backed by Canada, any Province of Canada,
or any political subdivision of any such Prov-
ince to a degree which is comparable to the li-
ability of the United States, any State, or any
political subdivision thereof for any obligation
which is backed by the full faith and credit of
the United States, such State, or such politi-
cal subdivision, and such term includes any
debt obligation of any agent of Canada or any
such Province or any political subdivision of
such Province if—

(A) the obligation of the agent is assumed
in such agent’s capacity as agent for Canada
or such Province or such political subdivi-
sion; and

(B) Canada, such Province, or such politi-
cal subdivision on whose behalf such agent is
acting with respect to such obligation is ul-
timately and unconditionally liable for such
obligation; and

(2) the term ‘‘Province of Canada’’ means a
Province of Canada and includes the Yukon
Territory and the Northwest Territories and
their successors.

In addition to the provisions in this paragraph
for dealing in, underwriting, or purchasing secu-
rities, the limitations and restrictions contained
in this paragraph as to dealing in, underwriting,
and purchasing investment securities for the na-
tional bank’s own account shall not apply to ob-
ligations (including limited obligation bonds,
revenue bonds, and obligations that satisfy the
requirements of section 142(b)(1) of title 26) is-
sued by or on behalf of any State or political
subdivision of a State, including any municipal
corporate instrumentality of 1 or more States,
or any public agency or authority of any State
or political subdivision of a State, if the na-
tional bank is well capitalized (as defined in sec-
tion 1831o of this title).

Eighth. To contribute to community funds, or
to charitable, philanthropic, or benevolent in-
strumentalities conducive to public welfare,
such sums as its board of directors may deem
expedient and in the interests of the association,
if it is located in a State the laws of which do
not expressly prohibit State banking institu-
tions from contributing to such funds or instru-
mentalities.

Ninth. To issue and sell securities which are
guaranteed pursuant to section 1721(g) of this
title.

Tenth. To invest in tangible personal prop-
erty, including, without limitation, vehicles,
manufactured homes, machinery, equipment, or
furniture, for lease financing transactions on a
net lease basis, but such investment may not ex-
ceed 10 percent of the assets of the association.

Eleventh. To make investments designed pri-
marily to promote the public welfare, including
the welfare of low- and moderate-income com-
munities or families (such as by providing hous-
ing, services, or jobs). A national banking asso-
ciation may make such investments directly or
by purchasing interests in an entity primarily
engaged in making such investments. An asso-
ciation shall not make any such investment if
the investment would expose the association to
unlimited liability. The Comptroller of the Cur-
rency shall limit an association’s investments in
any 1 project and an association’s aggregate in-
vestments under this paragraph. An associa-
tion’s aggregate investments under this para-
graph shall not exceed an amount equal to the
sum of 5 percent of the association’s capital
stock actually paid in and unimpaired and 5 per-
cent of the association’s unimpaired surplus
fund, unless the Comptroller determines by
order that the higher amount will pose no sig-
nificant risk to the affected deposit insurance
fund, and the association is adequately capital-
ized. In no case shall an association’s aggregate
investments under this paragraph exceed an
amount equal to the sum of 10 percent of the as-
sociation’s capital stock actually paid in and
unimpaired and 10 percent of the association’s
unimpaired surplus fund.

(R.S. § 5136; July 1, 1922, ch. 257, § 1, 42 Stat. 767;
Feb. 25, 1927, ch. 191, § 2, 44 Stat. 1226; June 16,
1933, ch. 89, § 16, 48 Stat. 184; Aug. 23, 1935, ch. 614,
title III, § 308, 49 Stat. 709; Feb. 3, 1938, ch. 13,
§ 13, 52 Stat. 26; June 11, 1940, ch. 301, 54 Stat. 261;
June 29, 1949, ch. 276, § 1, 63 Stat. 298; July 15,
1949, ch. 338, title VI, § 602(a), 63 Stat. 439; Apr. 9,
1952, ch. 169, 66 Stat. 49; Aug. 2, 1954, ch. 649, title
II, § 203, 68 Stat. 622; Aug. 23, 1954, ch. 834, § 2, 68
Stat. 771; July 26, 1956, ch. 741, title II, § 201(c), 70
Stat. 667; Pub. L. 86–137, § 2, Aug. 6, 1959, 73 Stat.
285; Pub. L. 86–147, § 10, Aug. 7, 1959, 73 Stat. 301;
Pub. L. 86–230, § 1(a), Sept. 8, 1959, 73 Stat. 457;
Pub. L. 86–278, Sept. 16, 1959, 73 Stat. 563; Pub. L.
86–372, title IV, § 420, Sept. 23, 1959, 73 Stat. 679;
Pub. L. 88–560, title VII, § 701(c), Sept. 2, 1964, 78
Stat. 800; Pub. L. 89–369, § 10, Mar. 16, 1966, 80
Stat. 72; Pub. L. 89–754, title V, § 504(a)(1), Nov. 3,
1966, 80 Stat. 1277; Pub. L. 90–19, § 27(a), May 25,
1967, 81 Stat. 28; Pub. L. 90–448, title VIII,
§§ 804(c), 807(j), title IX, § 911, title XVII, § 1705(h),
Aug. 1, 1968, 82 Stat. 543, 545, 550, 605; Pub. L.
91–375, § 6(d), Aug. 12, 1970, 84 Stat. 776; Pub. L.
92–318, title I, § 133(c)(1), June 23, 1972, 86 Stat.
269; Pub. L. 91–143, § 12(b), Dec. 9, 1969, as added
Pub. L. 92–349, title I, § 101, July 13, 1972, 86 Stat.
466; Pub. L. 92–500, § 12(n), Oct. 18, 1972, 86 Stat.
902; Pub. L. 93–100, § 5(c), Aug. 16, 1973, 87 Stat.
344; Pub. L. 93–224, § 14, Dec. 29, 1973, 87 Stat. 941;
Pub. L. 93–234, title II, § 207, Dec. 31, 1973, 87 Stat.
984; Pub. L. 93–383, title II, § 206, title VIII,
§ 805(c)(1), Aug. 22, 1974, 88 Stat. 668, 726; Pub. L.
96–221, title VII, § 711, Mar. 31, 1980, 94 Stat. 189;
Pub. L. 97–35, title XIII, § 1342(a), Aug. 13, 1981, 95
Stat. 743; Pub. L. 97–320, title IV, § 404(b), Oct. 15,
1982, 96 Stat. 1511; Pub. L. 97–457, § 18, Jan. 12,
1983, 96 Stat. 2509; Pub. L. 98–440, title I, § 105(c),
Oct. 3, 1984, 98 Stat. 1691; Pub. L. 98–473, title I,
§ 101(1) [title I, § 101], Oct. 12, 1984, 98 Stat. 1884,
1885; Pub. L. 100–86, title I, § 108, Aug. 10, 1987, 101
Stat. 579; Pub. L. 100–449, title III, § 308, Sept. 28,
1988, 102 Stat. 1877; Pub. L. 101–513, title V,
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§ 562(c)(10)(B), (e)(1)(B), Nov. 5, 1990, 104 Stat.
2036, 2037; Pub. L. 102–485, § 6(a), Oct. 23, 1992, 106
Stat. 2774; Pub. L. 103–182, title V, § 541(h)(1),
Dec. 8, 1993, 107 Stat. 2167; Pub. L. 103–325, title
II, § 206(c), title III, §§ 322(a)(1), 347(b), Sept. 23,
1994, 108 Stat. 2199, 2226, 2241; Pub. L. 104–208, div.
A, title I, § 101(c) [title VII, § 710(b)], title II,
§ 2704(d)(7), Sept. 30, 1996, 110 Stat. 3009–121,
3009–181, 3009–489; Pub. L. 106–102, title I, § 151,
Nov. 12, 1999, 113 Stat. 1384.)

REFERENCES IN TEXT

Title 62 of the Revised Statutes, referred to in par.
Seventh, was in the original ‘‘this Title’’ meaning title
LXII of the Revised Statutes, consisting of R.S. §§ 5133
to 5244, which are classified to sections 21, 22 to 24a, 25a,
26, 27, 29, 35 to 37, 39, 43, 52, 53, 55 to 57, 59 to 62, 66, 71,
72 to 76, 81, 83 to 86, 90, 91, 93, 93a, 94, 141 to 144, 161, 164,
181, 182, 192 to 194, 196, 215c, 481 to 485, 501, 541, 548, and
582 of this title. See, also, sections 8, 333, 334, 475, 656,
709, 1004, and 1005 of Title 18, Crimes and Criminal Pro-
cedure. For complete classification of R.S. §§ 5133 to
5244 to the Code, see Tables.

Section 9 of the National Capital Transportation Act
of 1969, referred to in par. Seventh, is section 9 of Pub.
L. 91–143, as added by section 101 of title I of Pub. L.
92–349, July 13, 1972, 86 Stat. 464, which is not classified
to the Code.

The Federal Farm Loan Act, referred to in par. Sev-
enth, is act July 17, 1916, ch. 245, 39 Stat. 360, which was
classified to section 641 et seq. of this title prior to its
repeal by Pub. L. 92–181, § 5.26(a), Dec. 10, 1971, 85 Stat.
624. See chapter 23 (§ 2001 et seq.) of this title.

The National Housing Act, referred to in par. Sev-
enth, is act June 27, 1934, ch. 847, 48 Stat. 1246, as
amended. Title XI of the National Housing Act is title
XI of act June 27, 1934, ch. 847, as added by act Nov. 3,
1966, Pub. L. 89–754, title V, § 502(a), 80 Stat. 1274, which
is classified generally to subchapter IX–B (§ 1749aaa et
seq.) of chapter 13 of this title. For complete classifica-
tion of this Act to the Code, see section 1701 of this
title and Tables.

Section 110 of the Housing Act of 1949 [42 U.S.C. 1460],
referred to in par. Seventh, was omitted from the Code
pursuant to section 5316 of Title 42, The Public Health
and Welfare, which terminated authority to make
grants or loans under title I of that Act [42 U.S.C. 1450
et seq.] after Jan. 1, 1975.

The United States Housing Act of 1937, referred to in
par. Seventh, is act Sept. 1, 1937, ch. 896, as revised gen-
erally by Pub. L. 93–383, title II, Aug. 22, 1974, 88 Stat.
653, and is classified to chapter 8 (§ 1437 et seq.) of Title
42. For complete classification of this Act to the Code,
see Short Title note set out under section 1437 of Title
42 and Tables.

The Housing and Urban Development Act of 1968, re-
ferred to in par. Seventh, is Pub. L. 90–448, Aug. 1, 1968,
82 Stat. 476, as amended. Title IX of the Housing and
Urban Development Act is classified principally to
chapter 49 (§ 3931 et seq.) of Title 42. For complete clas-
sification of this Act to the Code, see Short Title of
1968 Amendment note set out under section 1701 of this
title and Tables.

CODIFICATION

Amendment by Pub. L. 98–473 is based on section
211(a) of title II of S. 2416, as introduced in the Senate
on Mar. 13, 1984, which was enacted into permanent law
by section 101(1) of Pub. L. 98–473.

R.S. § 5136 derived from act June 3, 1864, ch. 106, § 8, 13
Stat. 101, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1999—Par. Seventh. Pub. L. 106–102 inserted at end ‘‘In
addition to the provisions in this paragraph for dealing
in, underwriting, or purchasing securities, the limita-
tions and restrictions contained in this paragraph as to

dealing in, underwriting, and purchasing investment
securities for the national bank’s own account shall
not apply to obligations (including limited obligation
bonds, revenue bonds, and obligations that satisfy the
requirements of section 142(b)(1) of title 26) issued by or
on behalf of any State or political subdivision of a
State, including any municipal corporate instrumen-
tality of 1 or more States, or any public agency or au-
thority of any State or political subdivision of a State,
if the national bank is well capitalized (as defined in
section 1831o of this title).’’

1996—Par. Seventh. Pub. L. 104–208, § 101(c) [§ 710(b)],
in seventh sentence, inserted ‘‘Bank for Economic Co-
operation and Development in the Middle East and
North Africa,’’ after ‘‘the Inter-American Development
Bank’’.

Par. Eleventh. Pub. L. 104—208, § 2704(d)(7), which di-
rected the amendment of the fifth sentence by sub-
stituting ‘‘Deposit Insurance Fund’’ for ‘‘affected de-
posit insurance fund’’, was not executed. See Effective
Date of 1996 Amendment note below.

1994—Par. Seventh. Pub. L. 103–325, § 347(b), in last
sentence of first par., substituted ‘‘(15 U.S.C. 78c(a)(41)).
The exception provided for the securities described in
subparagraphs (A), (B), and (C) shall be subject to such
regulations’’ for ‘‘(15 U.S.C. 78c(a)(41))), subject to such
regulations’’.

Pub. L. 103–325, § 322(a)(1)(A), in fifth proviso inserted
‘‘or depository institution holding companies (as de-
fined in section 1813 of this title)’’ after ‘‘(except to the
extent directors’ qualifying shares are required by law)
by depository institutions’’.

Pub. L. 103–325, § 322(a)(1)(B), which directed substi-
tution in fifth proviso of ‘‘services to or for other de-
pository institutions, their holding companies, and the
officers, directors, and employees of such institutions
and companies, and in providing correspondent banking
services at the request of other depository institutions
or their holding companies (also referred to as a ‘bank-
er’s bank’)’’ for ‘‘services for other depository institu-
tions and their officers, directors and employees’’, was
executed by making the substitution for ‘‘services for
other depository institutions and their officers, direc-
tors, and employees’’ to reflect the probable intent of
Congress.

Pub. L. 103–325, § 206(c), substituted ‘‘(B) are small
business related securities (as defined in section 3(a)(53)
of the Securities Exchange Act of 1934); or (C) are mort-
gage related securities’’ for ‘‘or (B) are mortgage relat-
ed securities’’.

1993—Par. Seventh. Pub. L. 103–182 inserted ‘‘the
North American Development Bank,’’ after ‘‘Inter-
American Development Bank,’’.

1992—Par. Eleventh. Pub. L. 102–485 added par. Elev-
enth.

1990—Par. Seventh. Pub. L. 101–513 inserted ‘‘the Eu-
ropean Bank for Reconstruction and Development,’’ be-
fore ‘‘the Inter-American Development Bank,’’ and sub-
stituted ‘‘the African Development Bank, the Inter-
American Investment Corporation, or the International
Finance Corporation,’’ for ‘‘the African Development
Bank or the Inter-American Investment Corporation,’’.

1988—Par. Seventh. Pub. L. 100–449 inserted provisions
authorizing national banking associations to deal in,
underwrite, and purchase Canadian government obliga-
tions for the association’s own account.

1987—Par. Tenth. Pub. L. 100–86 added par. Tenth.
1984—Par. Seventh. Pub. L. 98–473 inserted reference

to the Inter-American Investment Corporation.
Pub. L. 98–440 inserted provision that the limitations

and restrictions contained in this paragraph as to an
association purchasing investment securities for its
own account shall not apply to securities offered and
sold pursuant to section 15 U.S.C. 77d(5), or that are
mortgage related securities (as defined in 15 U.S.C.
78c(a)(41)), subject to such regulations as the Comptrol-
ler of the Currency may prescribe.

1983—Par. Seventh. Pub. L. 97–457 substituted ‘‘10 per
centum of the association’s’’ for ‘‘10 per centum of its’’
after ‘‘exceed at any time’’.
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1982—Par. Seventh. Pub. L. 97–320 substituted ‘‘Pro-
vided further, That notwithstanding any other provision
of this paragraph, the association may purchase for its
own account shares of stock of a bank insured by the
Federal Deposit Insurance Corporation or a holding
company which owns or controls such an insured bank
if the stock of such bank or company is owned exclu-
sively (except to the extent directors’ qualifying shares
are required by law) by depository institutions and
such bank or company and all subsidiaries thereof are
engaged exclusively in providing services for other de-
pository institutions and their officers, directors, and
employees, but in no event shall the total amount of
such stock held by the association in any bank or hold-
ing company exceed at any time 10 per centum of its
capital stock and paid in and unimpaired surplus and in
no event shall the purchase of such stock result in an
association’s acquiring more than 5 per centum of any
class of voting securities of such bank or company’’ for
‘‘Provided further, That, notwithstanding any other pro-
vision of this paragraph, the association may purchase
for its own account shares of stock of a bank insured by
the Federal Deposit Insurance Corporation if the stock
of such bank is owned exclusively by other banks (ex-
cept to the extent State law requires directors qualify-
ing shares) and if such bank is engaged exclusively in
providing banking services for other banks and their of-
ficers, directors, or employees, but in no event shall the
total amount of such stock held by the association ex-
ceed at any time 10 per centum of its capital stock and
paid in and unimpaired surplus, and in no event shall
the purchase of such stock result in the association’s
acquiring more than 5 per centum of any class of voting
securities of such bank’’.

1981—Par. Seventh. Pub. L. 97–35 inserted reference to
the African Development Bank.

1980—Par. Seventh. Pub. L. 96–221 inserted proviso re-
lating to purchase of stock in bankers’ banks.

1974—Par. Seventh. Pub. L. 93–383 substituted ‘‘sec-
tion 6(g) of the United States Housing Act of 1937’’ for
references to section 1421a(b) of title 42 wherever ap-
pearing, struck out ‘‘either’’ before ‘‘(1)’’, ‘‘(which obli-
gations shall have a maturity of not more than eight-
een months)’’ in cl. (1) and ‘‘or’’ before ‘‘(2)’’, added cl.
(3), and inserted reference to mortgages, obligations, or
other securities sold by the Federal Home Loan Mort-
gage Corporation pursuant to section 1454 or 1455 of this
title.

1973—Par. Seventh. Pub. L. 93–234 authorized invest-
ments by national banks in agricultural credit corpora-
tions.

Pub. L. 93–224 inserted ‘‘or obligations of the Federal
Financing Bank’’ after ‘‘or obligations, participations,
or other instruments of or issued by the Federal Na-
tional Mortgage Association or the Government Na-
tional Mortgage Association’’.

Pub. L. 93–100 inserted provision that the association
may purchase shares of stock issued by state housing
corporations incorporated in the state in which the as-
sociation is located and make investments in loans and
commitments for loans to such corporations with cer-
tain limitations.

1972—Par. Seventh. Pub. L. 92–500 inserted ‘‘or obliga-
tions of the Environmental Financing Authority’’ after
‘‘Government National Mortgage Association’’.

Pub. L. 92–349 inserted provisions that limitations
and restrictions contained in this section as to dealing
in and underwriting investment securities shall not
apply to obligations of the Washington Metropolitan
Area Transit Authority which are guaranteed by the
Secretary of Transportation under section 9 of the Na-
tional Capital Transportation Act of 1969.

Pub. L. 92–318 included obligations or other instru-
ments or securities of the Student Loan Marketing As-
sociation.

1970—Par. Seventh. Pub. L. 91–375 made limitations
and restrictions contained in this section as to dealing
in and underwriting investment securities inapplicable
to bonds, notes and other obligations issued by the
United States Postal Service.

1968—Par. Seventh. Pub. L. 90–448, § 807(j), inserted
‘‘or the Government National Mortgage Association’’
after ‘‘Federal National Mortgage Association’’.

Pub. L. 90–448, § 911, authorized the association to pur-
chase for its own account shares of stock issued by a
corporation authorized to be created pursuant to sec-
tions 3931–3940 of title 42, and to make investments in
a partnership, limited partnership, or joint venture
formed pursuant to section 3937(a) or 3937(c) of title 42.

Pub. L. 90–448, § 1705(h), included obligations issued by
any State or political subdivision or any agency of a
State or political subdivision for housing, university,
or dormitory purposes.

Par. Ninth. Pub. L. 90–448, § 804(c), added par. Ninth.
1967—Par. Seventh. Pub. L. 90–19 substituted ‘‘Sec-

retary of Housing and Urban Development (hereafter in
this sentence referred to as the ‘Secretary’)’’ for ‘‘Fed-
eral Housing Administrator’’; and ‘‘Secretary’’ for
‘‘Housing and Home Finance Administrator’’ after
‘‘local public agency and the’’, for ‘‘Administrator’’ in
two instances just before ‘‘agrees to lend’’, and for
‘‘Public Housing Administration’’ wherever appearing
in cls. (1) and (2), respectively.

1966—Par. Seventh. Pub. L. 89–754 made limitations
and restrictions for dealing, underwriting, and purchas-
ing for its own account of investment securities inap-
plicable to obligations which are insured by Secretary
of Housing and Urban Development under provisions re-
lating to mortgage insurance for group practice facili-
ties.

Pub. L. 89–369 inserted provisions that limitations
and restrictions contained in this section as to dealing
in and underwriting investment securities shall not
apply to obligations issued by the Asian Development
Bank.

1964—Par. Seventh. Pub. L. 88–560 substituted ‘‘or ob-
ligations, participations, or other instruments of or is-
sued by the Federal National Mortgage Association’’
for ‘‘or obligations of the Federal National Mortgage
Association’’.

1959—Par. Seventh. Pub. L. 86–372 substituted ‘‘mon-
ies in an aggregate amount which (together with any
other monies irrevocably committed to the payment of
interest on such obligations) will suffice to pay, when
due, the interest on and all installments (including the
final installment) of the principal of such obligations,
which monies under the terms of said agreement are re-
quired to be used for such payments’’ for ‘‘prior to the
maturity of such obligations (which obligations shall
have a maturity of not more than eighteen months),
monies in an amount which (together with any other
monies irrevocably committed to the payment of inter-
est on such obligations) will suffice to pay the principal
of such obligations with interest to maturity thereon,
which monies under the terms of said agreement are re-
quired to be used for the purpose of paying the prin-
cipal of and the interest on such obligations at their
maturity’’ after ‘‘local public agency,’’.

Pub. L. 86–278 substituted ‘‘any’’ for ‘‘either’’ before
‘‘of said organizations’’ in last sentence.

Pub. L. 86–230 struck out ‘‘or the Home Owners’ Loan
Corporation’’ after ‘‘Federal Home Loan Banks’’.

Pub. L. 86–147 inserted provisions that limitations
and restrictions contained in this section as to dealing
in and underwriting investment securities shall not
apply to obligations issued by the Inter-American De-
velopment Bank.

Pub. L. 86–137 inserted provisions that limitations
and restrictions contained in this section as to dealing
in and underwriting investment securities shall not
apply to bonds, notes and other obligations issued by
the Tennessee Valley Authority.

1959—Par. Seventh. Pub. L. 86–372 substituted ‘‘mon-
ies in an aggregate amount which (together with any
other monies irrevocably committed to the payment of
interest on such obligations) will suffice to pay, when
due, the interest on and all installments (including the
final installment) of the principal of such obligations,
which monies under the terms of said agreement are re-
quired to be used for such payments’’ for ‘‘prior to the
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maturity of such obligations (which obligations shall
have a maturity of not more than eighteen months),
monies in an amount which (together with any other
monies irrevocably committed to the payment of inter-
est on such obligations) will suffice to pay the principal
of such obligations with interest to maturity thereon,
which monies under the terms of said agreement are re-
quired to be used for the purpose of paying the prin-
cipal of and the interest on such obligations at their
maturity’’ following ‘‘local public agency,’’.

Pub. L. 86–278 substituted ‘‘any’’ for ‘‘either’’ before
‘‘of said organizations’’ in last sentence.

Pub. L. 86–230 struck out ‘‘or the Home Owners’ Loan
Corporation’’ after ‘‘Federal Home Loan Banks’’.

Pub. L. 86–147 inserted provisions that limitations
and restrictions contained in this section as to dealing
in and underwriting investment securities shall not
apply to obligations issued by the Inter-American De-
velopment Bank.

Pub. L. 86–137 inserted provisions that limitations
and restrictions contained in this section as to dealing
in and underwriting investment securities shall not
apply to bonds, notes and other obligations issued by
the Tennessee Valley Authority.

1956—Par. Seventh. Act July 26, 1956, removed restric-
tion which prohibited a national bank from investing
in obligations of the thirteen banks for cooperatives an
amount exceeding 10 percent of its capital stock actu-
ally paid in and unimpaired and 10 percent of its unim-
paired surplus.

1954—Par. Seventh. Act Aug. 23, 1954, substituted
‘‘thirteen banks for cooperatives organized under the
Farm Credit Act of 1933, or any of them’’ for ‘‘Central
Bank for Cooperatives’’ in last sentence.

Act Aug. 2, 1954, substituted ‘‘or obligations of the
Federal National Mortgage Association’’ for ‘‘or obliga-
tions of national mortgage associations’’ in sixth sen-
tence.

1952—Par. Seventh. Act Apr. 9, 1952, enabled national
banks and State member banks of the Federal Reserve
System to receive compensation in the distribution of
debentures issued by the Central Bank for Cooperation.

1949—Par. Seventh. Act July 15, 1949, inserted, in next
to last sentence, ‘‘or such obligations of any local pub-
lic agency (as defined in section 110(h) of the Housing
Act of 1949) as are secured by an agreement between the
local public agency and the Housing and Home Finance
Administrator in which the local public agency agrees
to borrow from said Administrator, and said Adminis-
trator agrees to lend to said local public agency, prior
to the maturity of such obligations (which obligations
shall have a maturity of not more than eighteen
months), monies in an amount which (together with
any other monies irrevocably committed to the pay-
ment of interest on such obligations) will suffice to pay
the principal of such obligations with interest to matu-
rity thereon, which monies under the terms of said
agreement are required to be used for the purpose of
paying the principal of and the interest on such obliga-
tions at their maturity, or such obligations of a public
housing agency (as defined in the United States Hous-
ing Act of 1937, as amended) as are secured either (1) by
an agreement between the public housing agency and
the Public Housing Administration in which the public
housing agency agrees to borrow from the Public Hous-
ing Administration, and the Public Housing Adminis-
tration agrees to lend to the public housing agency,
prior to the maturity of such obligations (which obliga-
tions shall have a maturity of not more than eighteen
months), monies in an amount which (together with
any other monies irrevocably committed to the pay-
ment of interest on such obligations) will suffice to pay
the principal of such obligations with interest to matu-
rity thereon, which monies under the terms of said
agreement are required to be used for the purpose of
paying the principal of and the interest on such obliga-
tions at their maturity, or (2) by a pledge of annual
contributions under an annual contributions contract
between such public housing agency and the Public
Housing Administration if such contract shall contain

the covenant by the Public Housing Administration
which is authorized by subsection (b) of section 22 of
the United States Housing Act of 1937, as amended, and
if the maximum sum and the maximum period specified
in such contract pursuant to said subsection 22(b) shall
not be less than the annual amount and the period for
payment, which are requisite to provide for the pay-
ment when due of all installments of principal and in-
terest on such obligations’’.

Act June 29, 1949, inserted last sentence to permit na-
tional banks and State member banks of the Federal
Reserve System to deal in and underwrite obligations
issued by the International Bank subject to certain
limitations.

1940—Par. Eighth. Act June 11, 1940, added par.
Eighth.

1938—Par. Seventh. Act Feb. 3, 1938, inserted ‘‘or obli-
gations of national mortgage associations’’ in last sen-
tence.

1935—Par. Seventh. Act Aug. 23, 1935, amended sec-
ond, fourth, and last sentences.

1933—Act June 16, 1933, among other changes, struck
out closing paragraph prohibiting transaction of any
business by association prior to authorization by
Comptroller, except that necessarily preliminary to or-
ganization.

1927—Act Feb. 25, 1927, struck out definite period of
succession in par. Second, and inserted provisos in par.
Seventh.

EFFECTIVE DATE OF 1999 AMENDMENT

Pub. L. 106–102, title I, § 161, Nov. 12, 1999, 113 Stat.
1384, provided that: ‘‘This title [enacting sections 24a,
1820a, 1828a, 1828b, 1831v, 1831w, and 1848a of this title
and section 6701 of Title 15, Commerce and Trade,
amending this section, sections 25a, 335, 371c, 1821,
1835a, 1841 to 1844, 1849, 1850, 1864, 1971, 2903, 3101, 3106,
and 3107 of this title, and section 18a of Title 15, repeal-
ing sections 78 and 377 of this title, and enacting provi-
sions set out as notes under sections 252, 1843, and 4801
of this title and section 41 of Title 15] (other than sec-
tion 104 [enacting section 6701 of Title 15]) and the
amendments made by this title shall take effect 120
days after the date of the enactment of this Act [Nov.
12, 1999].’’

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by section 2704(d)(7) of Pub. L. 104–208 ef-
fective Jan. 1, 1999, if no insured depository institution
is a savings association on that date, see section 2704(c)
of Pub. L. 104–208, set out as a note under section 1821
of this title.

EFFECTIVE DATE OF 1994 AMENDMENT

Section 347(d) of Pub. L. 103–325 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and section 78c of Title 15, Commerce and Trade]
shall become effective upon the date of promulgation of
final regulations under subsection (c) [set out below].’’

EFFECTIVE AND TERMINATION DATES OF 1988
AMENDMENT

Amendment by Pub. L. 100–449 effective on date
United States-Canada Free-Trade Agreement enters
into force (Jan. 1, 1989), and to cease to have effect on
date Agreement ceases to be in force, see section 501(a),
(c) of Pub. L. 100–449, set out in a note under section
2112 of Title 19, Customs Duties.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Aug. 13, 1981,
see section 1372 of Pub. L. 97–35, set out as an Effective
Date note under section 290i of Title 22, Foreign Rela-
tions and Intercourse.

EFFECTIVE DATE OF 1973 AMENDMENTS

Amendment by Pub. L. 93–224 effective Dec. 29, 1973,
see section 20 of Pub. L. 93–224, set out as an Effective
Date note under section 2281 of this title.
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Amendment by Pub. L. 93–100 effective Aug. 16, 1973,
see section 8 of Pub. L. 93–100, set out as an Effective
Date note under section 1469 of this title.

EFFECTIVE DATE OF 1970 AMENDMENT

For effective date of amendment by Pub. L. 91–375,
see section 15(a) of Pub. L. 91–375, set out as an Effec-
tive Date note preceding section 101 of Title 39, Postal
Service.

EFFECTIVE DATE OF 1968 AMENDMENT

For effective date of amendment by title VIII of Pub.
L. 90–448, see section 808 of Pub. L. 90–448, set out as an
Effective Date note under section 1716b of this title.

EFFECTIVE DATE OF 1956 AMENDMENT

Amendment by act July 26, 1956, effective Jan. 1, 1957,
see section 202(a) of act July 26, 1956.

EFFECTIVE DATE OF 1933 AMENDMENT

Section 16 of act June 16, 1933, provided that restric-
tions of this section as to dealing in investment securi-
ties shall take effect one year after June 16, 1933.

REGULATIONS

Section 347(c) of Pub. L. 103–325 provided that: ‘‘Not
later than 1 year after the date of enactment of this
Act [Sept. 23, 1994], the Comptroller of the Currency
shall promulgate final regulations, in accordance with
the thirteenth sentence of Paragraph Seventh of sec-
tion 5136 of the Revised Statutes [this section] (as
amended by subsection (b)), to carry out the amend-
ments made by this section [amending this section and
section 78c of Title 15, Commerce and Trade].’’ [Final
regulations implementing these amendments were pub-
lished in the Federal Register on Dec. 2, 1996 [61 F.R.
63972], effective Dec. 31, 1996.]

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

ABOLITION OF HOME OWNERS’ LOAN CORPORATION

For dissolution and abolishment of Home Owners’
Loan Corporation, by act June 30, 1953, ch. 170, § 21, 67
Stat. 126, see note set out under section 1463 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 335, 371c, 378,
1464, 1733, 1841, 1843, 3102, 3201 of this title; title 15 sec-
tion 78c; title 22 section 286k–2.

§ 24a. Financial subsidiaries of national banks

(a) Authorization to conduct in subsidiaries cer-
tain activities that are financial in nature

(1) In general
Subject to paragraph (2), a national bank

may control a financial subsidiary, or hold an
interest in a financial subsidiary.

(2) Conditions and requirements
A national bank may control a financial

subsidiary, or hold an interest in a financial
subsidiary, only if—

(A) the financial subsidiary engages only
in—

(i) activities that are financial in nature
or incidental to a financial activity pursu-
ant to subsection (b) of this section; and

(ii) activities that are permitted for na-
tional banks to engage in directly (subject
to the same terms and conditions that gov-

ern the conduct of the activities by a na-
tional bank);

(B) the activities engaged in by the finan-
cial subsidiary as a principal do not in-
clude—

(i) insuring, guaranteeing, or indemnify-
ing against loss, harm, damage, illness,
disability, or death (except to the extent
permitted under section 302 or 303(c) of the
Gramm-Leach-Bliley Act [15 U.S.C. 6712 or
6713(c)]) or providing or issuing annuities
the income of which is subject to tax
treatment under section 72 of title 26;

(ii) real estate development or real es-
tate investment activities, unless other-
wise expressly authorized by law; or

(iii) any activity permitted in subpara-
graph (H) or (I) of section 1843(k)(4) of this
title, except activities described in section
1843(k)(4)(H) of this title that may be per-
mitted in accordance with section 122 of
the Gramm-Leach-Bliley Act;

(C) the national bank and each depository
institution affiliate of the national bank are
well capitalized and well managed;

(D) the aggregate consolidated total assets
of all financial subsidiaries of the national
bank do not exceed the lesser of—

(i) 45 percent of the consolidated total
assets of the parent bank; or

(ii) $50,000,000,000;

(E) except as provided in paragraph (4), the
national bank meets any applicable rating
or other requirement set forth in paragraph
(3); and

(F) the national bank has received the ap-
proval of the Comptroller of the Currency
for the financial subsidiary to engage in
such activities, which approval shall be
based solely upon the factors set forth in
this section.

(3) Rating or comparable requirement
(A) In general

A national bank meets the requirements of
this paragraph if—

(i) the bank is 1 of the 50 largest insured
banks and has not fewer than 1 issue of
outstanding eligible debt that is currently
rated within the 3 highest investment
grade rating categories by a nationally
recognized statistical rating organization;
or

(ii) the bank is 1 of the second 50 largest
insured banks and meets the criteria set
forth in clause (i) or such other criteria as
the Secretary of the Treasury and the
Board of Governors of the Federal Reserve
System may jointly establish by regula-
tion and determine to be comparable to
and consistent with the purposes of the
rating required in clause (i).

(B) Consolidated total assets
For purposes of this paragraph, the size of

an insured bank shall be determined on the
basis of the consolidated total assets of the
bank as of the end of each calendar year.

(4) Financial agency subsidiary
The requirement in paragraph (2)(E) shall

not apply with respect to the ownership or
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1 So in original.

control of a financial subsidiary that engages
in activities described in subsection (b)(1) of
this section solely as agent and not directly or
indirectly as principal.
(5) Regulations required

Before the end of the 270-day period begin-
ning on November 12, 1999, the Comptroller of
the Currency shall, by regulation, prescribe
procedures to implement this section.
(6) Indexed asset limit

The dollar amount contained in paragraph
(2)(D) shall be adjusted according to an index-
ing mechanism jointly established by regula-
tion by the Secretary of the Treasury and the
Board of Governors of the Federal Reserve
System.
(7) Coordination with section 1843(l)(2) of this

title
Section 1843(l)(2) of this title applies to a na-

tional bank that controls a financial subsidi-
ary in the manner provided in that section.

(b) Activities that are financial in nature
(1) Financial activities

(A) In general
An activity shall be financial in nature or

incidental to such financial activity only
if—

(i) such activity has been defined to be
financial in nature or incidental to a fi-
nancial activity for bank holding compa-
nies pursuant to section 1843(k)(4) of this
title; or

(ii) the Secretary of the Treasury deter-
mines the activity is financial in nature or
incidental to a financial activity in ac-
cordance with subparagraph (B).

(B) Coordination between the Board and the
Secretary of the Treasury

(i) Proposals raised before the Secretary of
the Treasury

(I) Consultation
The Secretary of the Treasury shall

notify the Board of, and consult with the
Board concerning, any request, proposal,
or application under this section for a
determination of whether an activity is
financial in nature or incidental to a fi-
nancial activity.
(II) Board view

The Secretary of the Treasury shall
not determine that any activity is finan-
cial in nature or incidental to a financial
activity under this section if the Board
notifies the Secretary in writing, not
later than 30 days after the date of re-
ceipt of the notice described in subclause
(I) (or such longer period as the Sec-
retary determines to be appropriate
under the circumstances) that the Board
believes that the activity is not financial
in nature or incidental to a financial ac-
tivity or is not otherwise permissible
under this section.

(ii) Proposals raised by the Board
(I) Board recommendation

The Board may, at any time, rec-
ommend in writing that the Secretary of

the Treasury find an activity to be finan-
cial in nature or incidental to a financial
activity for purposes of this section.
(II) Time period for secretarial action

Not later than 30 days after the date of
receipt of a written recommendation
from the Board under subclause (I) (or
such longer period as the Secretary of
the Treasury and the Board determine to
be appropriate under the circumstances),
the Secretary shall determine whether
to initiate a public rulemaking propos-
ing that the subject recommended activ-
ity be found to be financial in nature or
incidental to a financial activity under
this section, and shall notify the Board
in writing of the determination of the
Secretary and, in the event that the Sec-
retary determines not to seek public
comment on the proposal, the reasons
for that determination.

(2) Factors to be considered
In determining whether an activity is finan-

cial in nature or incidental to a financial ac-
tivity, the Secretary shall take into account—

(A) the purposes of this Act 1 and the
Gramm-Leach-Bliley Act;

(B) changes or reasonably expected
changes in the marketplace in which banks
compete;

(C) changes or reasonably expected
changes in the technology for delivering fi-
nancial services; and

(D) whether such activity is necessary or
appropriate to allow a bank and the subsidi-
aries of a bank to—

(i) compete effectively with any com-
pany seeking to provide financial services
in the United States;

(ii) efficiently deliver information and
services that are financial in nature
through the use of technological means,
including any application necessary to
protect the security or efficacy of systems
for the transmission of data or financial
transactions; and

(iii) offer customers any available or
emerging technological means for using fi-
nancial services or for the document imag-
ing of data.

(3) Authorization of new financial activities
The Secretary of the Treasury shall, by reg-

ulation or order and in accordance with para-
graph (1)(B), define, consistent with the pur-
poses of this Act 1 and the Gramm-Leach-Bli-
ley Act, the following activities as, and the ex-
tent to which such activities are, financial in
nature or incidental to a financial activity:

(A) Lending, exchanging, transferring, in-
vesting for others, or safeguarding financial
assets other than money or securities.

(B) Providing any device or other instru-
mentality for transferring money or other
financial assets.

(C) Arranging, effecting, or facilitating fi-
nancial transactions for the account of third
parties.
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(c) Capital deduction
(1) Capital deduction required

In determining compliance with applicable
capital standards—

(A) the aggregate amount of the outstand-
ing equity investment, including retained
earnings, of a national bank in all financial
subsidiaries shall be deducted from the as-
sets and tangible equity of the national
bank; and

(B) the assets and liabilities of the finan-
cial subsidiaries shall not be consolidated
with those of the national bank.

(2) Financial statement disclosure of capital
deduction

Any published financial statement of a na-
tional bank that controls a financial subsidi-
ary shall, in addition to providing information
prepared in accordance with generally accept-
ed accounting principles, separately present fi-
nancial information for the bank in the man-
ner provided in paragraph (1).

(d) Safeguards for the bank
A national bank that establishes or maintains

a financial subsidiary shall assure that—
(1) the procedures of the national bank for

identifying and managing financial and oper-
ational risks within the national bank and the
financial subsidiary adequately protect the
national bank from such risks;

(2) the national bank has, for the protection
of the bank, reasonable policies and proce-
dures to preserve the separate corporate iden-
tity and limited liability of the national bank
and the financial subsidiaries of the national
bank; and

(3) the national bank is in compliance with
this section.

(e) Provisions applicable to national banks that
fail to continue to meet certain requirements

(1) In general
If a national bank or insured depository in-

stitution affiliate does not continue to meet
the requirements of subsection (a)(2)(C) of this
section or subsection (d) of this section, the
Comptroller of the Currency shall promptly
give notice to the national bank to that effect
describing the conditions giving rise to the no-
tice.
(2) Agreement to correct conditions

Not later than 45 days after the date of re-
ceipt by a national bank of a notice given
under paragraph (1) (or such additional period
as the Comptroller of the Currency may per-
mit), the national bank shall execute an
agreement with the Comptroller of the Cur-
rency and any relevant insured depository in-
stitution affiliate shall execute an agreement
with its appropriate Federal banking agency
to comply with the requirements of subsection
(a)(2)(C) of this section and subsection (d) of
this section.
(3) Imposition of conditions

Until the conditions described in a notice
under paragraph (1) are corrected—

(A) the Comptroller of the Currency may
impose such limitations on the conduct or

activities of the national bank or any sub-
sidiary of the national bank as the Comp-
troller of the Currency determines to be ap-
propriate under the circumstances and con-
sistent with the purposes of this section; and

(B) the appropriate Federal banking agen-
cy may impose such limitations on the con-
duct or activities of any relevant insured de-
pository institution affiliate or any subsidi-
ary of the institution as such agency deter-
mines to be appropriate under the circum-
stances and consistent with the purposes of
this section.

(4) Failure to correct
If the conditions described in a notice to a

national bank under paragraph (1) are not cor-
rected within 180 days after the date of receipt
by the national bank of the notice, the Comp-
troller of the Currency may require the na-
tional bank, under such terms and conditions
as may be imposed by the Comptroller and
subject to such extension of time as may be
granted in the discretion of the Comptroller,
to divest control of any financial subsidiary.
(5) Consultation

In taking any action under this subsection,
the Comptroller shall consult with all relevant
Federal and State regulatory agencies and au-
thorities.

(f) Failure to maintain public rating or meet ap-
plicable criteria

(1) In general
A national bank that does not continue to

meet any applicable rating or other require-
ment of subsection (a)(2)(E) of this section
after acquiring or establishing a financial sub-
sidiary shall not, directly or through a sub-
sidiary, purchase or acquire any additional eq-
uity capital of any financial subsidiary until
the bank meets such requirements.
(2) Equity capital

For purposes of this subsection, the term
‘‘equity capital’’ includes, in addition to any
equity instrument, any debt instrument issued
by a financial subsidiary, if the instrument
qualifies as capital of the subsidiary under any
Federal or State law, regulation, or interpre-
tation applicable to the subsidiary.

(g) Definitions
For purposes of this section, the following

definitions shall apply:
(1) Affiliate, company, control, and subsidiary

The terms ‘‘affiliate’’, ‘‘company’’, ‘‘con-
trol’’, and ‘‘subsidiary’’ have the meanings
given those terms in section 1841 of this title.
(2) Appropriate Federal banking agency, de-

pository institution, insured bank, and in-
sured depository institution

The terms ‘‘appropriate Federal banking
agency’’, ‘‘depository institution’’, ‘‘insured
bank’’, and ‘‘insured depository institution’’
have the meanings given those terms in sec-
tion 1813 of this title.
(3) Financial subsidiary

The term ‘‘financial subsidiary’’ means any
company that is controlled by 1 or more in-
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sured depository institutions other than a sub-
sidiary that—

(A) engages solely in activities that na-
tional banks are permitted to engage in di-
rectly and are conducted subject to the same
terms and conditions that govern the con-
duct of such activities by national banks; or

(B) a national bank is specifically author-
ized by the express terms of a Federal stat-
ute (other than this section), and not by im-
plication or interpretation, to control, such
as by section 25 or 25A of the Federal Re-
serve Act [12 U.S.C. 601 et seq., 611 et seq.] or
the Bank Service Company Act [12 U.S.C.
1861 et seq.].

(4) Eligible debt
The term ‘‘eligible debt’’ means unsecured

long-term debt that—
(A) is not supported by any form of credit

enhancement, including a guarantee or
standby letter of credit; and

(B) is not held in whole or in any signifi-
cant part by any affiliate, officer, director,
principal shareholder, or employee of the
bank or any other person acting on behalf of
or with funds from the bank or an affiliate
of the bank.

(5) Well capitalized
The term ‘‘well capitalized’’ has the mean-

ing given the term in section 1831o of this
title.
(6) Well managed

The term ‘‘well managed’’ means—
(A) in the case of a depository institution

that has been examined, unless otherwise de-
termined in writing by the appropriate Fed-
eral banking agency—

(i) the achievement of a composite rat-
ing of 1 or 2 under the Uniform Financial
Institutions Rating System (or an equiva-
lent rating under an equivalent rating sys-
tem) in connection with the most recent
examination or subsequent review of the
depository institution; and

(ii) at least a rating of 2 for manage-
ment, if such rating is given; or

(B) in the case of any depository institu-
tion that has not been examined, the exist-
ence and use of managerial resources that
the appropriate Federal banking agency de-
termines are satisfactory.

(R.S. § 5136A, as added Pub. L. 106–102, title I,
§ 121(a)(2), Nov. 12, 1999, 113 Stat. 1373.)

REFERENCES IN TEXT

The Gramm-Leach-Bliley Act, referred to in subsecs.
(a)(2)(B)(iii), (b)(2)(A), (3), is Pub. L. 106–102, Nov. 12,
1999, 113 Stat. 1338. Section 122 of the Act is set out as
a note under section 1843 of this title. For complete
classification of this Act to the Code, see Short Title of
1999 Amendment note set out under section 1811 of this
title and Tables.

Section 25 of the Federal Reserve Act, referred to in
subsec. (g)(3)(B), is classified to subchapter I (§ 601 et
seq.) of chapter 6 of this title. Section 25A of the Fed-
eral Reserve Act is classified to subchapter II (§ 611 et
seq.) of chapter 6 of this title.

The Bank Service Company Act, referred to in sub-
sec. (g)(3)(B), is Pub. L. 87–856, Oct. 23, 1962, 76 Stat.
1132, as amended, which is classified generally to chap-

ter 18 (§ 1861 et seq.) of this title. For complete classi-
fication of this Act to the Code, see section 1861 of this
title and Tables.

PRIOR PROVISIONS

A prior section 5136A of the Revised Statutes was re-
numbered section 5136B by Pub. L. 106–102 and is classi-
fied to section 25a of this title.

EFFECTIVE DATE

Section effective 120 days after Nov. 12, 1999, see sec-
tion 161 of Pub. L. 106–102, set out as an Effective Date
of 1999 Amendment note under section 24 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 335, 371c, 1831w,
1843, 1971 of this title.

§ 25. Omitted

CODIFICATION

Section, act July 1, 1922, ch. 257, § 2, 42 Stat. 767, re-
pealed all acts extending the period of succession of na-
tional banking associations for 20 years, and made
paragraph Second of section 24 applicable in that re-
spect.

§ 25a. Participation by national banks in lotteries
and related activities

(a) Prohibited activities
A national bank may not—

(1) deal in lottery tickets;
(2) deal in bets used as a means or substitute

for participation in a lottery;
(3) announce, advertise, or publicize the ex-

istence of any lottery;
(4) announce, advertise, or publicize the ex-

istence or identity of any participant or win-
ner, as such, in a lottery.

(b) Use of banking premises prohibited
A national bank may not permit—

(1) the use of any part of any of its banking
offices by any persons for any purpose forbid-
den to the bank under subsection (a) of this
section, or

(2) direct access by the public from any of its
banking offices to any premises used by any
person for any purpose forbidden to the bank
under subsection (a) of this section.

(c) Definitions
As used in this section—

(1) The term ‘‘deal in’’ includes making, tak-
ing, buying, selling, redeeming, or collecting.

(2) The term ‘‘lottery’’ includes any arrange-
ment whereby three or more persons (the
‘‘participants’’) advance money or credit to
another in exchange for the possibility or ex-
pectation that one or more but not all of the
participants (the ‘‘winners’’) will receive by
reason of their advances more than the
amounts they have advanced, the identity of
the winners being determined by any means
which includes—

(A) a random selection;
(B) a game, race, or contest; or
(C) any record or tabulation of the result

of one or more events in which any partici-
pant has no interest except for its bearing
upon the possibility that he may become a
winner.

(3) The term ‘‘lottery ticket’’ includes any
right, privilege, or possibility (and any ticket,
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receipt, record, or other evidence of any such
right, privilege, or possibility) of becoming a
winner in a lottery.

(d) Lawful banking services connected with op-
eration of lotteries

Nothing contained in this section prohibits a
national bank from accepting deposits or cash-
ing or otherwise handling checks or other nego-
tiable instruments, or performing other lawful
banking services for a State operating a lottery,
or for an officer or employee of that State who
is charged with the administration of the lot-
tery.
(e) Regulations; enforcement

The Comptroller of the Currency shall issue
such regulations as may be necessary to the
strict enforcement of this section and the pre-
vention of evasions thereof.

(R.S. § 5136B, formerly § 5136A, as added Pub. L.
90–203, § 1(a), Dec. 15, 1967, 81 Stat. 608; renum-
bered R.S. § 5136B, Pub. L. 106–102, title I,
§ 121(a)(1), Nov. 12, 1999, 113 Stat. 1373.)

EFFECTIVE DATE

Section 6 of Pub. L. 90–203 provided that: ‘‘The
amendments made by this Act [adding this section, sec-
tions 339, 1730c, and 1829a of this title, and section 1306
of Title 18, Crimes and Criminal Procedure] shall take
effect on April 1, 1968.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 18 section 1306.

§ 26. Comptroller to determine if association can
commence business

Whenever a certificate is transmitted to the
Comptroller of the Currency, as provided in title
62 of the Revised Statutes, and the association
transmitting the same notifies the comptroller
that all of its capital stock has been duly paid
in, and that such association has complied with
all the provisions of title 62 of the Revised Stat-
utes required to be complied with before an as-
sociation shall be authorized to commence the
business of banking, the comptroller shall exam-
ine into the condition of such association, ascer-
tain especially the amount of money paid in on
account of its capital, the name and place of res-
idence of each of its directors, and the amount
of the capital stock of which each is the owner
in good faith, and generally whether such asso-
ciation has complied with all the provisions of
title 62 of the Revised Statutes required to enti-
tle it to engage in the business of banking; and
shall cause to be made and attested by the oaths
of a majority of the directors, and by the presi-
dent or cashier of the association, a statement
of all the facts necessary to enable the comp-
troller to determine whether the association is
lawfully entitled to commence the business of
banking.

(R.S. § 5168; Pub. L. 86–230, § 2, Sept. 8, 1959, 73
Stat. 457.)

REFERENCES IN TEXT

Title 62 of the Revised Statutes, referred to in text,
was in the original ‘‘this Title’’ meaning title LXII of
the Revised Statutes, consisting of R.S. §§ 5133 to 5244,
which are classified to sections 21, 22 to 24a, 25a, 26, 27,
29, 35 to 37, 39, 43, 52, 53, 55 to 57, 59 to 62, 66, 71, 72 to

76, 81, 83 to 86, 90, 91, 93, 93a, 94, 141 to 144, 161, 164, 181,
182, 192 to 194, 196, 215c, 481 to 485, 501, 541, 548, and 582
of this title. See, also, sections 8, 333, 334, 475, 656, 709,
1004, and 1005 of Title 18, Crimes and Criminal Proce-
dure. For complete classification of R.S. §§ 5133 to 5244
to the Code, see Tables.

CODIFICATION

R.S. § 5168 derived from act June 3, 1864, ch. 106, § 17,
13 Stat. 104, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1959—Pub. L. 86–230 substituted ‘‘all’’ for ‘‘at least 50
per centum’’ before ‘‘of its capital stock’’.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 27. Certificate of authority to commence bank-
ing

(a) If, upon a careful examination of the facts
so reported, and of any other facts which may
come to the knowledge of the comptroller,
whether by means of a special commission ap-
pointed by him for the purpose of inquiring into
the condition of such association, or otherwise,
it appears that such association is lawfully enti-
tled to commence the business of banking, the
comptroller shall give to such association a cer-
tificate, under his hand and official seal, that
such association has complied with all the pro-
visions required to be complied with before com-
mencing the business of banking, and that such
association is authorized to commence such
business. But the comptroller may withhold
from an association his certificate authorizing
the commencement of business, whenever he has
reason to suppose that the shareholders have
formed the same for any other than the legiti-
mate objects contemplated by title 62 of the Re-
vised Statutes. A National Bank Association, to
which the Comptroller of the Currency has here-
tofore issued or hereafter issues such certificate,
is not illegally constituted solely because its op-
erations are or have been required by the Comp-
troller of the Currency to limited to those of a
trust company and activities related thereto.

(b)(1) The Comptroller of the Currency may
also issue a certificate of authority to com-
mence the business of banking pursuant to this
section to a national banking association which
is owned exclusively (except to the extent direc-
tors’ qualifying shares are required by law) by
other depository institutions or depository in-
stitution holding companies and is organized to
engage exclusively in providing services to or
for other depository institutions, their holding
companies, and the officers, directors, and em-
ployees of such institutions and companies, and
in providing correspondent banking services at
the request of other depository institutions or
their holding companies (also referred to as a
‘‘banker’s bank’’).

(2) Any national banking association char-
tered pursuant to paragraph (1) shall be subject
to such rules, regulations, and orders as the
Comptroller deems appropriate, and, except as
otherwise specifically provided in such rules,
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regulations, or orders, shall be vested with or
subject to the same rights, privileges, duties, re-
strictions, penalties, liabilities, conditions, and
limitations that would apply under the national
banking laws to a national bank.

(R.S. § 5169; Pub. L. 95–630, title XV, § 1504, Nov.
10, 1978, 92 Stat. 3713; Pub. L. 96–221, title VII,
§ 712(a), (c), Mar. 31, 1980, 94 Stat. 189, 190; Pub. L.
97–320, title IV, § 404(a), Oct. 15, 1982, 96 Stat.
1511; Pub. L. 103–325, title III, § 322(a)(2), Sept. 23,
1994, 108 Stat. 2227.)

REFERENCES IN TEXT

Title 62 of the Revised Statutes, referred to in subsec.
(a), was in the original ‘‘this Title’’ meaning title LXII
of the Revised Statutes, consisting of R.S. §§ 5133 to
5244, which are classified to sections 21, 22 to 24a, 25a,
26, 27, 29, 35 to 37, 39, 43, 52, 53, 55 to 57, 59 to 62, 66, 71,
72 to 76, 81, 83 to 86, 90, 91, 93, 93a, 94, 141 to 144, 161, 164,
181, 182, 192 to 194, 196, 215c, 481 to 485, 501, 541, 548, and
582 of this title. See, also, sections 8, 333, 334, 475, 656,
709, 1004, and 1005 of Title 18, Crimes and Criminal Pro-
cedure. For complete classification of R.S. §§ 5133 to
5244 to the Code, see Tables.

CODIFICATION

R.S. § 5169 derived from act June 3, 1864, ch. 106, §§ 12,
18, 13 Stat. 102, 104, which was the National Bank Act.
See section 38 of this title.

AMENDMENTS

1994—Subsec. (b)(1). Pub. L. 103–325, § 322(a)(2)(A), in-
serted ‘‘or depository institution holding companies’’
after ‘‘by other depository institutions’’.

Pub. L. 103–325, § 322(a)(2)(B), which directed substi-
tution of ‘‘services to or for other depository institu-
tions, their holding companies, and the officers, direc-
tors, and employees of such institutions and compa-
nies, and in providing correspondent banking services
at the request of other depository institutions or their
holding companies (also referred to as a ‘banker’s
bank’)’’ for ‘‘services for other depository institutions
and their officers, directors and employees’’, was exe-
cuted by making the substitution for ‘‘services for
other depository institutions and their officers, direc-
tors, and employees’’ to reflect the probable intent of
Congress.

1982—Pub. L. 97–320 designated existing provisions as
subsec. (a) and added subsec. (b).

1980—Pub. L. 96–221, § 712(a), (c), temporarily inserted
provisions relating to treatment of national banking
associations as additional banks within the contempla-
tion of section 1842 of this title. See Termination Date
of 1980 Amendment note below.

1978—Pub. L. 95–630 inserted provision that a National
Bank Association, to which the Comptroller of the Cur-
rency has heretofore issued or hereafter issues such
certificate, is not illegally constituted solely because
its operations are or have been required by the Comp-
troller of the Currency to be limited to those of a trust
company and activities related thereto.

TERMINATION DATE OF 1980 AMENDMENT

Section 712(c) of Pub. L. 96–221 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and section 1842 of this title] are hereby repealed
on October 1, 1981.’’

EFFECTIVE DATE OF 1978 AMENDMENT

Section 1505 of Pub. L. 95–630 provided that: ‘‘This
title [amending this section and sections 1715z–10 and
2902 of this title and amending provisions set out as a
note under section 1666f of Title 15, Commerce and
Trade] shall take effect upon enactment [Nov. 10,
1978].’’

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not

included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1464 of this title.

§ 28. Repealed. Pub. L. 103�325, title VI,
§ 602(e)(1), Sept. 23, 1994, 108 Stat. 2291

Section, R.S. § 5170, required publication of certificate
of authority to commence banking for 60 days after is-
suance.

CODIFICATION

R.S. § 5170 derived from act June 3, 1864, ch. 106, § 18,
13 Stat. 104, which was the National Bank Act. See sec-
tion 38 of this title.

§ 29. Power to hold real property

A national banking association may purchase,
hold, and convey real estate for the following
purposes, and for no others:

First. Such as shall be necessary for its ac-
commodation in the transaction of its business.

Second. Such as shall be mortgaged to it in
good faith by way of security for debts pre-
viously contracted.

Third. Such as shall be conveyed to it in satis-
faction of debts previously contracted in the
course of its dealings.

Fourth. Such as it shall purchase at sales
under judgments, decrees, or mortgages held by
the association, or shall purchase to secure
debts due to it.

But no such association shall hold the posses-
sion of any real estate under mortgage, or the
title and possession of any real estate purchased
to secure any debts due to it, for a longer period
than five years except as otherwise provided in
this section.

For real estate in the possession of a national
banking association upon application by the as-
sociation, the Comptroller of the Currency may
approve the possession of any such real estate
by such association for a period longer than five
years, but not to exceed an additional five years,
if (1) the association has made a good faith at-
tempt to dispose of the real estate within the
five-year period, or (2) disposal within the five-
year period would be detrimental to the associa-
tion. Upon notification by the association to the
Comptroller of the Currency that such condi-
tions exist that require the expenditure of funds
for the development and improvement of such
real estate, and subject to such conditions and
limitations as the Comptroller of the Currency
shall prescribe, the association may expend such
funds as are needed to enable such association
to recover its total investment.

Notwithstanding the five-year holding limita-
tion of this section or any other provision of
title 62 of the Revised Statutes, any national
banking association which on October 15, 1982,
held, directly or indirectly, real estate, includ-
ing any subsurface rights or interests therein,
that since December 31, 1979, had not been val-
ued on the books of such association for more
than a nominal amount, may continue to hold
such real estate, rights, or interests for such
longer period of time as would be permitted a
State chartered bank by the law of the State in
which the association is located if the aggregate
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amount of earnings from such real estate,
rights, or interests is separately disclosed in the
annual financial statements of the association.

(R.S. § 5137; Feb. 25, 1927, ch. 191, § 3, 44 Stat. 1227;
Pub. L. 96–221, title VII, § 701(a), Mar. 31, 1980, 94
Stat. 186; Pub. L. 97–25, title III, § 302, July 27,
1981, 95 Stat. 145; Pub. L. 97–320, title IV, § 413,
Oct. 15, 1982, 96 Stat. 1521.)

REFERENCES IN TEXT

Title 62 of the Revised Statutes, referred to in last
par., was in the original ‘‘this title’’ meaning title LXII
of the Revised Statutes, consisting of R.S. §§ 5133 to
5244, which are classified to sections 21, 22 to 24a, 25a,
26, 27, 29, 35 to 37, 39, 43, 52, 53, 55 to 57, 59 to 62, 66, 71,
72 to 76, 81, 83 to 86, 90, 91, 93, 93a, 94, 141 to 144, 161, 164,
181, 182, 192 to 194, 196, 215c, 481 to 485, 501, 541, 548, and
582 of this title. See, also, sections 8, 333, 334, 475, 656,
709, 1004, and 1005 of Title 18, Crimes and Criminal Pro-
cedure. For complete classification of R.S. §§ 5133 to
5244 to the Code, see Tables.

CODIFICATION

R.S. § 5137 derived from act June 3, 1864, ch. 106, § 28,
13 Stat. 107, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1982—Pub. L. 97–320 substituted ‘‘Notwithstanding the
five-year holding limitation of this section or any
other provision of title 62 of the Revised Statutes, any
national banking association which on October 15, 1982,
held, directly or indirectly, real estate, including any
subsurface rights or interests therein, that since De-
cember 31, 1979, had not been valued on the books of
such association for more than a nominal amount, may
continue to hold such real estate, rights, or interests
for such longer period of time as would be permitted a
State chartered bank by the law of the State in which
the association is located if the aggregate amount of
earnings from such real estate, rights, or interests is
separately disclosed in the annual financial statements
of the association’’ for ‘‘Notwithstanding any other
provision of this section, any national banking associa-
tion which, on July 27, 1981, held title to and possession
of real estate which was carried on the association’s
books at a nominal value on December 31, 1979, may
continue to hold such real estate until December 31,
1982, if the earnings from such real estate are sepa-
rately disclosed in the financial statements of the asso-
ciation’’.

1981—Pub. L. 97–25 inserted provision that any na-
tional banking association which, on July 27, 1981, held
title to and possession of real estate which was carried
on the association’s books at a nominal value on De-
cember 31, 1979, may continue to hold such real estate
until December 31, 1982, if the earnings from such real
estate are separately disclosed in the financial state-
ments of the association.

1980—Pub. L. 96–221 inserted provisions relating to au-
thorization to hold real estate in the possession of a na-
tional banking association upon application by the as-
sociation.

1927—Par. First. Act Feb. 25, 1927, struck out ‘‘imme-
diate,’’ before ‘‘accommodation,’’ in par. First.

§ 30. Change of name or location

(a) Name change
Any national banking association, upon writ-

ten notice to the Comptroller of the Currency,
may change its name, except that such new
name shall include the word ‘‘National’’.
(b) Location change

Any national banking association, upon writ-
ten notice to the Comptroller of the Currency,

may change the location of its main office to
any authorized branch location within the lim-
its of the city, town, or village in which it is sit-
uated, or, with a vote of shareholders owning
two-thirds of the stock of such association for a
relocation outside such limits and upon receipt
of a certificate of approval from the Comptroller
of the Currency, to any other location within or
outside the limits of the city, town, or village in
which it is located, but not more than thirty
miles beyond such limits.

(c) Coordination with section 36 of this title
In the case of a national bank which relocates

the main office of such bank from 1 State to an-
other State after May 31, 1997, the bank may re-
tain and operate branches within the State from
which the bank relocated such office only to the
extent authorized in section 36(e)(2) of this title.

(d) Retention of ��Federal�� in name of converted
Federal savings association

(1) In general
Notwithstanding subsection (a) of this sec-

tion or any other provision of law, any deposi-
tory institution, the charter of which is con-
verted from that of a Federal savings associa-
tion to a national bank or a State bank after
November 12, 1999, may retain the term ‘‘Fed-
eral’’ in the name of such institution if such
institution remains an insured depository in-
stitution.

(2) Definitions
For purposes of this subsection, the terms

‘‘depository institution’’, ‘‘insured depository
institution’’, ‘‘national bank’’, and ‘‘State
bank’’ have the meanings given those terms in
section 1813 of this title.

(May 1, 1886, ch. 73, § 2, 24 Stat. 18; Pub. L. 86–230,
§ 3, Sept. 8, 1959, 73 Stat. 457; Pub. L. 97–320, title
IV, § 405(a), Oct. 15, 1982, 96 Stat. 1512; Pub. L.
97–457, § 19(a), Jan. 12, 1983, 96 Stat. 2509; Pub. L.
103–328, title I, § 102(b)(2), Sept. 29, 1994, 108 Stat.
2350; Pub. L. 106–102, title VII, § 723, Nov. 12, 1999,
113 Stat. 1471.)

AMENDMENTS

1999—Subsec. (d). Pub. L. 106–102 added subsec. (d).
1994—Subsec. (c). Pub. L. 103–328 added subsec. (c).
1983—Subsec. (b). Pub. L. 97–457 inserted ‘‘for a relo-

cation outside such limits’’ after ‘‘stock of such asso-
ciation’’.

1982—Pub. L. 97–320 designated existing provisions as
subsec. (a), substituted provisions permitting a change
of name upon written notice to the Comptroller, such
new name to include ‘‘National’’, for provisions permit-
ting a change of name or location of the main office,
with approval of the Comptroller, within city limits,
etc., or outside such limits by vote of shareholders,
such change to be validated by certificate of approval,
and added subsec. (b).

1959—Pub. L. 86–230 required approval of Comptroller
of the Currency before a national bank could change lo-
cation of its main office within the limitations of the
city, town, or village in which it is situated.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.
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§ 31. Rights and liabilities as affected by change
of name

All debts, liabilities, rights, provisions, and
powers of the association under its old name
shall devolve upon and inure to the association
under its new name.

(May 1, 1886, ch. 73, § 3, 24 Stat. 19.)

§ 32. Liabilities and suits as affected by change of
name or location

Nothing contained in sections 30 and 31 of this
title shall be so construed as in any manner to
release any national banking association under
its old name or at its old location from any li-
ability, or affect any action or proceeding in law
in which said association may be or become a
party or interested.

(May 1, 1886, ch. 73, § 4, 24 Stat. 19.)

§§ 33 to 34c. Transferred

CODIFICATION

Act Nov. 7, 1918, ch. 209, 40 Stat. 1043, as amended, for-
merly classified to sections 33 to 34c of this title, which
related to consolidation and merger of national bank-
ing associations and such associations and State banks,
was completely amended by Pub. L. 86–230, § 20, Sept. 8
1959 73 Stat. 460, and is classified to sections 215 to 215b
of this title.

Section 33, acts Nov. 7, 1918, ch. 209, § 1, 40 Stat. 1043;
June 16, 1933, ch. 89, § 24(a), 48 Stat. 190; Aug. 23, 1935,
ch. 614, § 330, 49 Stat. 718, related to consolidation of na-
tional banks, capital stock, dissenting shareholders,
notice and valuation of shares. See section 215 of this
title.

Section 34, act Nov. 7, 1918, ch. 209, § 2, 40 Stat. 1044,
related to effect of consolidation on rights and liabil-
ities. See section 215 of this title.

Section 34a, act Nov. 7, 1918, ch. 209, § 3, as added Feb.
25, 1927, ch. 191, § 1, 44 Stat. 1225, and amended June 16,
1933, ch. 89 § 24, 48 Stat. 190; Aug. 23, 1935, ch. 614, § 331,
49 Stat. 719; July 14, 1952, ch. 722, § 2, 66 Stat. 601, relat-
ed to consolidation of State bank, etc. with national
bank, capital stock and dissenting shareholders. See
section 215 of this title.

Section 34b, act Nov. 7, 1918, ch. 209, § 4, as added July
14, 1952, ch. 722, § 1, 66 Stat. 599, related to merger of na-
tional banking associations or State banks into na-
tional banking associations. See section 215a of this
title.

Section 34c, act Nov. 7, 1918, ch. 209, § 5, as added July
14, 1952, ch. 722, § 1, 66, Stat. 601, related to definitions.
See section 215b of this title.

§ 35. Organization of State banks as national
banking associations

Any bank incorporated by special law of any
State or of the United States or organized under
the general laws of any State or of the United
States and having an unimpaired capital suffi-
cient to entitle it to become a national banking
association under the provisions of the existing
laws may, by the vote of the shareholders own-
ing not less than 51 per centum of the capital
stock of such bank or banking association, with
the approval of the Comptroller of the Currency
be converted into a national banking associa-
tion, with a name that contains the word ‘‘na-
tional’’: Provided, however, That said conversion
shall not be in contravention of the State law.
In such case the articles of association and orga-
nization certificate may be executed by a major-
ity of the directors of the bank or banking insti-

tution, and the certificate shall declare that the
owners of 51 per centum of the capital stock
have authorized the directors to make such cer-
tificate and to change or convert the bank or
banking institution into a national association.
A majority of the directors, after executing the
articles of association and the organization cer-
tificate, shall have power to execute all other
papers and to do whatever may be required to
make its organization perfect and complete as a
national association. The shares of any such
bank may continue to be for the same amount
each as they were before the conversion, and the
directors may continue to be directors of the as-
sociation until others are elected or appointed
in accordance with the provisions of the stat-
utes of the United States. When the Comptroller
has given to such bank or banking association a
certificate that the provisions of this Act have
been complied with, such bank or banking asso-
ciation, and all its stockholders, officers, and
employees shall have the same powers and privi-
leges and shall be subject to the same duties, li-
abilities, and regulations, in all respects, as
shall have been prescribed by the Federal Re-
serve Act [12 U.S.C. 221 et seq.] and the National
Banking Act for associations originally orga-
nized as national banking associations.

The Comptroller of the Currency may, in his
discretion and subject to such conditions as he
may prescribe, permit such converting bank to
retain and carry at a value determined by the
Comptroller such of the assets of such convert-
ing bank as do not conform to the legal require-
ments relative to assets acquired and held by
national banking associations.

(R.S. § 5154; Dec. 23, 1913, ch. 6, § 8, 38 Stat. 258;
Aug. 23, 1935, ch. 614, title III, § 312, 49 Stat. 711;
Pub. L. 97–457, § 19(b), Jan. 12, 1983, 96 Stat. 2509.)

REFERENCES IN TEXT

This Act, referred to in first par., may refer to the
Federal Reserve Act, act Dec. 23, 1913, from which this
wording is derived; or section 5154 of the Revised Stat-
utes which the Federal Reserve Act amended; or act
June 3, 1864, from which R.S. § 5154 was derived; or Con-
gress might have intended to refer to the preceding pro-
visions of the 1913 amendment. Similar reference in
R.S. § 5154 prior to 1913 amendment was to ‘‘this Title,’’
meaning title 62 of the Revised Statutes, which title
comprised the National Bank Act (June 3, 1864, ch. 106,
13 Stat. 99). See section 38 of this title. Note also spe-
cific reference to the Federal Reserve Act and the Na-
tional Banking Act in first par.

The Federal Reserve Act, referred to in text, is act
Dec. 23, 1913, ch. 6, 38 Stat. 251, as amended, which is
classified principally to chapter 3 (§ 221 et seq.) of this
title. For complete classification of this Act to the
Code, see References in Text note set out under section
226 of this title and Tables.

The National Banking Act, referred to in text, is
probably intended to be a reference to the National
Bank Act, act June 3, 1864, ch. 106, 13 Stat. 99, as
amended, which is classified principally to chapter 2
(§ 21 et seq.) of this title. For complete classification of
this Act to the Code see References in Text note set out
under section 38 of this title.

CODIFICATION

R.S. § 5154 derived from act June 3, 1864, ch. 106, § 44,
13 Stat. 112, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1983—Pub. L. 97–457 substituted ‘‘with a name that
contains the word ‘national’ ’’ for ‘‘with any name ap-
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1 See References in Text note below.

proved by the Comptroller of the Currency’’ after ‘‘na-
tional banking association,’’.

1935—Act Aug. 23, 1935, added last par.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 36. Branch banks

The conditions upon which a national banking
association may retain or establish and operate
a branch or branches are the following:
(a) Lawful and continuous operation

A national banking association may retain
and operate such branch or branches as it may
have had in lawful operation on February 25,
1927, and any national banking association
which continuously maintained and operated
not more than one branch for a period of more
than twenty-five years immediately preceding
February 25, 1927, may continue to maintain and
operate such branch.
(b) Converted State banks

(1) A national bank resulting from the conver-
sion of a State bank may retain and operate as
a branch any office which was a branch of the
State bank immediately prior to conversion if
such office—

(A) might be established under subsection (c)
of this section as a new branch of the resulting
national bank, and is approved by the Comp-
troller of the Currency for continued oper-
ation as a branch of the resulting national
bank;

(B) was a branch of any bank on February 25,
1927; or

(C) is approved by the Comptroller of the
Currency for continued operation as a branch
of the resulting national bank.

The Comptroller of the Currency may not grant
approval under clause (C) of this paragraph if a
State bank (in a situation identical to that of
the national bank) resulting from the conver-
sion of a national bank would be prohibited by
the law of such State from retaining and operat-
ing as a branch an identically situated office
which was a branch of the national bank imme-
diately prior to conversion.

(2) A national bank (referred to in this para-
graph as the ‘‘resulting bank’’), resulting from
the consolidation of a national bank (referred to
in this paragraph as the ‘‘national bank’’) under
whose charter the consolidation is effected with
another bank or banks, may retain and operate
as a branch any office which, immediately prior
to such consolidation, was in operation as—

(A) a main office or branch office of any
bank (other than the national bank) partici-
pating in the consolidation if, under sub-
section (c) of this section, it might be estab-
lished as a new branch of the resulting bank,
and if the Comptroller of the Currency ap-
proves of its continued operation after the
consolidation;

(B) a branch of any bank participating in the
consolidation, and which, on February 25, 1927,
was in operation as a branch of any bank; or

(C) a branch of the national bank and which,
on February 25, 1927, was not in operation as a

branch of any bank, if the Comptroller of the
Currency approves of its continued operation
after the consolidation.

The Comptroller of the Currency may not grant
approval under clause (C) of this paragraph if a
State bank (in a situation identical to that of
the resulting national bank) resulting from the
consolidation into a State bank of another bank
or banks would be prohibited by the law of such
State from retaining and operating as a branch
an identically situated office which was a
branch of the State bank immediately prior to
consolidation.

(3) As used in this subsection, the term ‘‘con-
solidation’’ includes a merger.
(c) New branches

A national banking association may, with the
approval of the Comptroller of the Currency, es-
tablish and operate new branches: (1) Within the
limits of the city, town or village in which said
association is situated, if such establishment
and operation are at the time expressly author-
ized to State banks by the law of the State in
question; and (2) at any point within the State
in which said association is situated, if such es-
tablishment and operation are at the time au-
thorized to State banks by the statute law of
the State in question by language specifically
granting such authority affirmatively and not
merely by implication or recognition, and sub-
ject to the restrictions as to location imposed
by the law of the State on State banks. In any
State in which State banks are permitted by
statute law to maintain branches within county
or greater limits, if no bank is located and doing
business in the place where the proposed agency
is to be located, any national banking associa-
tion situated in such State may, with the ap-
proval of the Comptroller of the Currency, es-
tablish and operate, without regard to the cap-
ital requirements of this section, a seasonal
agency in any resort community within the lim-
its of the county in which the main office of
such association is located, for the purpose of
receiving and paying out deposits, issuing and
cashing checks and drafts, and doing business
incident thereto: Provided, That any permit is-
sued under this sentence shall be revoked upon
the opening of a State or national bank in such
community. Except as provided in the imme-
diately preceding sentence, no such association
shall establish a branch outside of the city,
town, or village in which it is situated unless it
has a combined capital stock and surplus equal
to the combined amount of capital stock and
surplus, if any, required by the law of the State
in which such association is situated for the es-
tablishment of such branches by State banks,
or, if the law of such State requires only a mini-
mum capital stock for the establishment of such
branches by State banks, unless such associa-
tion has not less than an equal amount of cap-
ital stock.
(d) Branches resulting from interstate merger

transactions
A national bank resulting from an interstate

merger transaction (as defined in section
1831u(f)(6) 1 of this title) may maintain and oper-
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ate a branch in a State other than the home
State (as defined in subsection (g)(3)(B) of this
section) of such bank in accordance with section
1831u of this title.

(e) Exclusive authority for additional branches
(1) In general

Effective June 1, 1997, a national bank may
not acquire, establish, or operate a branch in
any State other than the bank’s home State
(as defined in subsection (g)(3)(B) of this sec-
tion) or a State in which the bank already has
a branch unless the acquisition, establish-
ment, or operation of such branch in such
State by such national bank is authorized
under this section or section 1823(f), 1823(k), or
1831u of this title.

(2) Retention of branches
In the case of a national bank which relo-

cates the main office of such bank from 1
State to another State after May 31, 1997, the
bank may retain and operate branches within
the State which was the bank’s home State (as
defined in subsection (g)(3)(B) of this section)
before the relocation of such office only to the
extent the bank would be authorized, under
this section or any other provision of law re-
ferred to in paragraph (1), to acquire, estab-
lish, or commence to operate a branch in such
State if—

(A) the bank had no branches in such
State; or

(B) the branch resulted from—
(i) an interstate merger transaction ap-

proved pursuant to section 1831u of this
title; or

(ii) a transaction after May 31, 1997, pur-
suant to which the bank received assist-
ance from the Federal Deposit Insurance
Corporation under section 1823(c) of this
title.

(f) Law applicable to interstate branching oper-
ations

(1) Law applicable to national bank branches
(A) In general

The laws of the host State regarding com-
munity reinvestment, consumer protection,
fair lending, and establishment of intrastate
branches shall apply to any branch in the
host State of an out-of-State national bank
to the same extent as such State laws apply
to a branch of a bank chartered by that
State, except—

(i) when Federal law preempts the appli-
cation of such State laws to a national
bank; or

(ii) when the Comptroller of the Cur-
rency determines that the application of
such State laws would have a discrimina-
tory effect on the branch in comparison
with the effect the application of such
State laws would have with respect to
branches of a bank chartered by the host
State.

(B) Enforcement of applicable State laws
The provisions of any State law to which a

branch of a national bank is subject under
this paragraph shall be enforced, with re-

spect to such branch, by the Comptroller of
the Currency.
(C) Review and report on actions by Comp-

troller
The Comptroller of the Currency shall con-

duct an annual review of the actions it has
taken with regard to the applicability of
State law to national banks (or their
branches) during the preceding year, and
shall include in its annual report required
under section 14 of this title the results of
the review and the reasons for each such ac-
tion. The first such review and report after
July 3, 1997, shall encompass all such actions
taken on or after January 1, 1992.

(2) Treatment of branch as bank
All laws of a host State, other than the laws

regarding community reinvestment, consumer
protection, fair lending, establishment of
intrastate branches, and the application or ad-
ministration of any tax or method of taxation,
shall apply to a branch (in such State) of an
out-of-State national bank to the same extent
as such laws would apply if the branch were a
national bank the main office of which is in
such State.

(3) Rule of construction
No provision of this subsection may be con-

strued as affecting the legal standards for pre-
emption of the application of State law to na-
tional banks.

(g) State ��opt-in�� election to permit interstate
branching through de novo branches

(1) In general
Subject to paragraph (2), the Comptroller of

the Currency may approve an application by a
national bank to establish and operate a de
novo branch in a State (other than the bank’s
home State) in which the bank does not main-
tain a branch if—

(A) there is in effect in the host State a
law that—

(i) applies equally to all banks; and
(ii) expressly permits all out-of-State

banks to establish de novo branches in
such State; and

(B) the conditions established in, or made
applicable to this paragraph by, paragraph
(2) are met.

(2) Conditions on establishment and operation
of interstate branch

(A) Establishment
An application by a national bank to es-

tablish and operate a de novo branch in a
host State shall be subject to the same re-
quirements and conditions to which an ap-
plication for an interstate merger trans-
action is subject under paragraphs (1), (3),
and (4) of section 1831u(b) of this title.

(B) Operation
Subsections (c) and (d)(2) of section 1831u

of this title shall apply with respect to each
branch of a national bank which is estab-
lished and operated pursuant to an applica-
tion approved under this subsection in the
same manner and to the same extent such
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provisions of such section 1831u of this title
apply to a branch of a national bank which
resulted from an interstate merger trans-
action approved pursuant to such section
1831u of this title.

(3) Definitions
The following definitions shall apply for pur-

poses of this section:

(A) De novo branch
The term ‘‘de novo branch’’ means a

branch of a national bank which—
(i) is originally established by the na-

tional bank as a branch; and
(ii) does not become a branch of such

bank as a result of—
(I) the acquisition by the bank of an

insured depository institution or a
branch of an insured depository institu-
tion; or

(II) the conversion, merger, or consoli-
dation of any such institution or branch.

(B) Home State
The term ‘‘home State’’ means the State

in which the main office of a national bank
is located.

(C) Host State
The term ‘‘host State’’ means, with re-

spect to a bank, a State, other than the
home State of the bank, in which the bank
maintains, or seeks to establish and main-
tain, a branch.

(h) Repealed. Pub. L. 104�208, div. A, title II,
§ 2204, Sept. 30, 1996, 110 Stat. 3009�405

(i) Prior approval of branch locations
No branch of any national banking association

shall be established or moved from one location
to another without first obtaining the consent
and approval of the Comptroller of the Cur-
rency.

(j) ��Branch�� defined
The term ‘‘branch’’ as used in this section

shall be held to include any branch bank, branch
office, branch agency, additional office, or any
branch place of business located in any State or
Territory of the United States or in the District
of Columbia at which deposits are received, or
checks paid, or money lent. The term ‘‘branch’’,
as used in this section, does not include an auto-
mated teller machine or a remote service unit.

(k) Branches in foreign countries, dependencies,
or insular possessions

This section shall not be construed to amend
or repeal section 25 of the Federal Reserve Act,
as amended [12 U.S.C. 601 et seq.], authorizing
the establishment by national banking associa-
tions of branches in foreign countries, or de-
pendencies, or insular possessions of the United
States.

(l) ��State bank�� and ��bank�� defined
The words ‘‘State bank,’’ ‘‘State banks,’’

‘‘bank,’’ or ‘‘banks,’’ as used in this section,
shall be held to include trust companies, savings
banks, or other such corporations or institu-
tions carrying on the banking business under
the authority of State laws.

(R.S. § 5155; Feb. 25, 1927, ch. 191, § 7, 44 Stat. 1228;
June 16, 1933, ch. 89, § 23, 48 Stat. 189; Aug. 23,
1935, ch. 614, title III, § 305, 49 Stat. 708; July 15,
1952, ch. 753, § 2(b), 66 Stat. 633; Pub. L. 87–721,
Sept. 28, 1962, 76 Stat. 667; Pub. L. 103–328, title
I, §§ 102(b)(1), 103(a), Sept. 29, 1994, 108 Stat. 2349,
2352; Pub. L. 104–208, div. A, title II, §§ 2204,
2205(a), Sept. 30, 1996, 110 Stat. 3009–405; Pub. L.
105–24, § 2(b), July 3, 1997, 111 Stat. 239.)

REFERENCES IN TEXT

Section 1831u of this title, referred to in subsec. (d),
was subsequently amended, and subsec. (f)(6) of section
1831u no longer defines the term ‘‘interstate merger
transaction’’. However, such term is defined elsewhere
in that section.

Section 25 of the Federal Reserve Act, as amended,
referred to in subsec. (k), is classified to subchapter I
(§ 601 et seq.) of chapter 6 of this title.

CODIFICATION

R.S. § 5155 derived from act Mar. 3, 1865, ch. 78, § 7, 13
Stat. 484.

AMENDMENTS

1997—Subsec. (f)(1)(C). Pub. L. 105–24 added subpar.
(C).

1996—Subsec. (h). Pub. L. 104–208, § 2204, struck out
subsec. (h) which read as follows: ‘‘The aggregate cap-
ital of every national banking association and its
branches shall at no time be less than the aggregate
minimum capital required by law for the establishment
of an equal number of national banking associations
situated in the various places where such association
and its branches are situated.’’

Subsec. (j). Pub. L. 104–208, § 2205(a), inserted at end
‘‘The term ‘branch’, as used in this section, does not in-
clude an automated teller machine or a remote service
unit.’’

1994—Subsecs. (d) to (f). Pub. L. 103–328, § 102(b)(1)(B),
added subsecs. (d) to (f). Former subsecs. (d) to (f) re-
designated (h) to (j), respectively.

Subsec. (g). Pub. L. 103–328, § 103(a), added subsec. (g).
Pub. L. 103–328, § 102(b)(1)(A), redesignated subsec. (g)

as (k).
Subsecs. (h) to (l). Pub. L. 103–328, § 102(b)(1)(A), redes-

ignated subsecs. (d) to (h) as (h) to (l), respectively.
1962—Subsec. (b). Pub. L. 87–721 substituted provi-

sions permitting a national bank resulting from the
conversion of a State bank to retain and operate as a
branch any office which was a branch of the State bank
immediately prior to conversion if such office might be
established as a new branch of the resulting national
bank, and is approved by the Comptroller for continued
operation as a branch of the resulting bank, or any of-
fice which was a branch of any bank on Feb. 25, 1927, or
any office which is approved by the Comptroller for
continued operation as a branch, and a national bank
resulting from consolidation of a national bank under
whose charter the consolidation is effected with an-
other bank or banks to retain and operate any office
which, immediately prior to consolidation, was in oper-
ation as a main office or branch office of any bank
(other than the national bank) participating in the con-
solidation if it might be established as a new branch of
the resulting bank, and if the Comptroller approves of
its continued operation, or was in operation as a
branch of any bank participating in the consolidation
and which, on Feb. 25, 1927, was in operation as a
branch of any bank, or was in operation as a branch of
the national bank and which, on Feb. 25, 1927, was not
in operation as a branch of any bank, if the Comptrol-
ler approves of its continued operation, for provisions
which permitted State banks converted into or consoli-
dated with national banking associations after Feb. 25,
1927, or two or more national banking associations
which are consolidated, to retain and operate only
those branches which may have been in lawful oper-
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ation on Feb. 25, 1927, and inserted provisions prohibit-
ing the Comptroller from granting approval under
clauses (1)(C) and (2)(C) if a State bank resulting from
the conversion or consolidation would be prohibited by
law of the State from retaining and operating as a
branch an identically situated office which was a
branch of the national bank or State bank immediately
prior to the conversion or consolidation.

1952—Subsec. (c). Act July 15, 1952, struck out the
minimum capital requirement for the establishment of
branches by national banks.

1935—Subsec. (c). Act Aug. 23, 1935, inserted second
sentence and substituted ‘‘Except as provided in the
immediately preceding sentence, no’’ for ‘‘No’’ in last
sentence.

1933—Subsecs. (c), (d). Act June 16, 1963, amended sub-
secs. (c) and (d).

1927—Act Feb. 25, 1927, amended section generally.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

RIGHT OF STATE TO OPT OUT

Nothing in Pub. L. 105–24 to alter right of States
under section 525 of Pub. L. 96–221, see section 3 of Pub.
L. 105–24, set out as a note under section 1831a of this
title.

APPLICABILITY OF MCFADDEN ACT TO PRESENT FINAN-
CIAL ENVIRONMENT; REPORT AND RECOMMENDATIONS
BY PRESIDENT TO CONGRESS

Pub. L. 95–369, § 14, Sept. 17, 1978, 92 Stat. 625, provided
for a report to Congress by the President, not later
than one year after Sept. 17, 1978, containing recom-
mendations concerning the applicability of the McFad-
den Act [Feb. 25, 1927, ch. 191, 44 Stat. 1224] to the then
current financial, banking, and economic environment.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 30, 43, 81, 93a,
1820, 3103 of this title.

§ 37. Associations governed by chapter

The provisions of chapters 2, 3, and 4 of title 62
of the Revised Statutes, which are expressed
without restrictive words, as applying to ‘‘na-
tional banking associations,’’ or to ‘‘associa-
tions,’’ apply to all associations organized to
carry on the business of banking under any Act
of Congress.

(R.S. § 5157.)

REFERENCES IN TEXT

Chapters 2, 3, and 4 of title 62 of the Revised Statutes,
referred to in text, was in the original ‘‘chapters two,
three, and four of this Title,’’ meaning chapters 2, 3,
and 4 of title 62 of the Revised Statutes, consisting of
R.S. §§ 5157 to 5244, which are classified to sections 26,
27, 37, 43, 55, 56, 60, 62, 81, 83 to 86, 91, 93, 93a, 94, 141 to
144, 161, 164, 181, 182, 192 to 194, 196, 481 to 485, 501, 541,
and 582 of this title. See, also, sections 8, 333, 334, 475,
656, 709, 1004, and 1005 of Title 18, Crimes and Criminal
Procedure. For complete classification of R.S. §§ 5157 to
5244 to the Code, see Tables.

§ 38. The National Bank Act

The Act entitled ‘‘An Act to provide a na-
tional currency secured by a pledge of United
States bonds, and to provide for the circulation
and redemption thereof,’’ approved June 3, 1864,
shall be known as ‘‘The National Bank Act.’’

(June 20, 1874, ch. 343, § 1, 18 Stat. 123.)

REFERENCES IN TEXT

The National Bank Act, referred to in text, is act
June 3, 1864, ch. 106, 13 Stat. 99, as amended. The act
was incorporated into the Revised Statutes as R.S.
§§ 324 to 327, 328 to 331, 333, 380, 563, 629, 736, 884, 885, 3473,
3475, 3651, 5133 to 5136, 5137 to 5154, 5156, 5158 to 5170,
5172, 5173, 5175, 5177, 5182 to 5184, 5187, 5189, 5190 to 5192,
5195 to 5204, 5206, 5209 to 5211, 5214 to 5215, 5219 to 5222,
5224 to 5239, 5240 to 5242, 5417, which are classified to
sections 1 to 4, 8, 11 to 14, 21, 22 to 24, 26, 27, 29, 35, 39,
52, 53, 56, 57, 59 to 62, 66, 71, 72 to 76, 81, 84 to 86, 90, 91,
93, 94, 141 to 144, 161, 165, 181, 182, 192 to 194, 196, 481 to
485, 541, and 548 of this title, section 197 of Title 19, Cus-
toms Duties, and section 543 of former Title 31, Money
and Finance. See, also, sections 8, 333, 334, 471, 472, 656,
and 1005 of Title 18, Crimes and Criminal Procedure,
and sections 507, 1348, 1394, and 1733 of Title 28, Judici-
ary and Judicial Procedure.

§ 39. Reservation of rights of associations orga-
nized under Act of 1863

Nothing in title 62 of the Revised Statutes
shall affect any appointments made, acts done,
or proceedings had or commenced prior to the
third day of June 1864, in or toward the organi-
zation of any national banking association
under the act of February 25, 1863; but all asso-
ciations which, on the third day of June 1864,
were organized or commenced to be organized
under that act, shall enjoy all the rights and
privileges granted, and be subject to all the du-
ties, liabilities, and restrictions imposed by title
62 of the Revised Statutes, notwithstanding all
the steps prescribed by title 62 of the Revised
Statutes for the organization of associations
were not pursued, if such associations were duly
organized under that act.

(R.S. § 5156.)

REFERENCES IN TEXT

Title 62 of the Revised Statutes, referred to in text,
was in the original ‘‘this Title’’ meaning title LXII of
the Revised Statutes, consisting of R.S. §§ 5133 to 5244,
which are classified to sections 21, 22 to 24a, 25a, 26, 27,
29, 35 to 37, 39, 43, 52, 53, 55 to 57, 59 to 62, 66, 71, 72 to
76, 81, 83 to 86, 90, 91, 93, 93a, 94, 141 to 144, 161, 164, 181,
182, 192 to 194, 196, 215c, 481 to 485, 501, 541, 548, and 582
of this title. See, also, sections 8, 333, 334, 475, 656, 709,
1004, and 1005 of Title 18, Crimes and Criminal Proce-
dure. For complete classification of R.S. §§ 5133 to 5244
to the Code, see Tables.

Act of February 25, 1863, referred to in text, was act
Feb. 25, 1863, ch. 58, 12 Stat. 665, which was the original
National Bank Act, and was repealed by act June 3,
1864, ch. 106, § 62, 13 Stat. 118.

CODIFICATION

R.S. § 5156 derived from act June 3, 1864, ch. 106, § 62,
13 Stat. 118, which was the National Bank Act. See sec-
tion 38 of this title.

§ 40. Virgin Islands; extension of National Bank
Act

The National Bank Act, as amended [12 U.S.C.
21 et seq.], and all other Acts of Congress relat-
ing to national banks, shall, insofar as not lo-
cally inapplicable after July 19, 1932, apply to
the Virgin Islands of the United States.

(July 19, 1932, ch. 508, 47 Stat. 703.)

REFERENCES IN TEXT

The National Bank Act, referred to in text, is act
June 3, 1864, ch. 106, 13 Stat. 99, as amended, which is
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classified principally to chapter 2 (§ 21 et seq.) of this
title. For complete classification of this Act to the
Code, see References in Text note set out under section
38 of this title.

§ 41. Guam; extension of National Bank Act

The National Bank Act [12 U.S.C. 21 et seq.],
and all other Acts of Congress relating to na-
tional banks, shall, insofar as not locally inap-
plicable after August 1, 1956, apply to Guam.

(Aug. 1, 1956, ch. 852, § 2, 70 Stat. 908.)

REFERENCES IN TEXT

The National Bank Act, referred to in text, is act
June 3, 1864, ch. 106, 13 Stat. 99, as amended, which is
classified principally to chapter 2 (§ 21 et seq.) of this
title. For complete classification of this Act to the
Code, see References in Text note set out under section
38 of this title.

§ 42. Territorial application

The provisions of all Acts of Congress relating
to national banks shall apply in the several
States, the District of Columbia, the several
Territories and possessions of the United States,
and the Commonwealth of Puerto Rico.

(Pub. L. 86–230, § 14, Sept. 8, 1959, 73 Stat. 458.)

§ 43. Interpretations concerning preemption of
certain State laws

(a) Notice and opportunity for comment required
Before issuing any opinion letter or interpre-

tive rule, in response to a request or upon the
agency’s own motion, that concludes that Fed-
eral law preempts the application to a national
bank of any State law regarding community re-
investment, consumer protection, fair lending,
or the establishment of intrastate branches, or
before making a determination under section
36(f)(1)(A)(ii) of this title, the appropriate Fed-
eral banking agency (as defined in section 1813
of this title) shall—

(1) publish in the Federal Register notice of
the preemption or discrimination issue that
the agency is considering (including a descrip-
tion of each State law at issue);

(2) give interested parties not less than 30
days in which to submit written comments;
and

(3) in developing the final opinion letter or
interpretive rule issued by the agency, or
making any determination under section
36(f)(1)(A)(ii) of this title, consider any com-
ments received.

(b) Publication required
The appropriate Federal banking agency shall

publish in the Federal Register—
(1) any final opinion letter or interpretive

rule concluding that Federal law preempts the
application of any State law regarding com-
munity reinvestment, consumer protection,
fair lending, or establishment of intrastate
branches to a national bank; and

(2) any determination under section
36(f)(1)(A)(ii) of this title.

(c) Exceptions
(1) No new issue or significant basis

This section shall not apply with respect to
any opinion letter or interpretive rule that—

(A) raises issues of Federal preemption of
State law that are essentially identical to
those previously resolved by the courts or on
which the agency has previously issued an
opinion letter or interpretive rule; or

(B) responds to a request that contains no
significant legal basis on which to make a
preemption determination.

(2) Judicial, legislative, or intragovernmental
materials

This section shall not apply with respect to
materials prepared for use in judicial proceed-
ings or submission to Congress or a Member of
Congress, or for intragovernmental use.

(3) Emergency
The appropriate Federal banking agency

may make exceptions to subsection (a) of this
section if—

(A) the agency determines in writing that
the exception is necessary to avoid a serious
and imminent threat to the safety and
soundness of any national bank; or

(B) the opinion letter or interpretive rule
is issued in connection with—

(i) an acquisition of 1 or more banks in
default or in danger of default (as such
terms are defined in section 1813 of this
title); or

(ii) an acquisition with respect to which
the Federal Deposit Insurance Corporation
provides assistance under section 1823(c) of
this title.

(R.S. § 5244, as added Pub. L. 103–328, title I, § 114,
Sept. 29, 1994, 108 Stat. 2366.)

CODIFICATION

Another R.S. § 5244 is classified to section 8 of Title
33, Navigation and Navigable Waters.

SUBCHAPTER II—CAPITAL, STOCK, AND
STOCKHOLDERS

§ 51. Repealed. Pub. L. 106�569, title XII, § 1233(c),
Dec. 27, 2000, 114 Stat. 3037

Section, R.S. § 5138; Mar. 14, 1900, ch. 41, § 10, 31 Stat.
48; Feb. 25, 1927, ch. 191, § 4, 44 Stat. 1227; June 16, 1933,
ch. 89, § 17(a), 48 Stat. 185; Aug. 23, 1935, ch. 614, title III,
§ 309, 49 Stat. 709, related to capital and surplus require-
ments.

§ 51a. Preferred stock; issuance authorized

Notwithstanding any other provision of law
any national banking association may, with the
approval of the Comptroller of the Currency and
by vote of shareholders owning a majority of the
stock of such association, upon not less than
five days’ notice given by registered mail or by
certified mail pursuant to action taken by its
board of directors, issue preferred stock of one
or more classes, in such amount and with such
par value as shall be approved by said Comptrol-
ler, and make such amendments to its articles
of association as may be necessary for this pur-
pose; but, in the case of any newly organized na-
tional banking association which has not yet is-
sued common stock, the requirement of notice
to and vote of shareholders shall not apply. No
issue of preferred stock shall be valid until the
par value of all stock so issued shall be paid in
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and notice thereof, duly acknowledged before a
notary public by the president, vice president,
or cashier of said association, has been trans-
mitted to the Comptroller of the Currency and
his certificate obtained specifying the amount of
such issue of preferred stock and his approval
thereof and that the amount has been duly paid
in as a part of the capital of such association;
which certificate shall be deemed to be conclu-
sive evidence that such preferred stock has been
duly and validly issued.

(Mar. 9, 1933, ch. 1, title III, § 301, 48 Stat. 5; June
15, 1933, ch. 79, 48 Stat. 147; Aug. 23, 1935, ch. 614,
title III, § 336, 49 Stat. 720; Pub. L. 86–507, § 1(9),
June 11, 1960, 74 Stat. 200.)

AMENDMENTS

1960—Pub. L. 86–507 inserted ‘‘or by certified mail’’
after ‘‘registered mail’’.

1935—Act Aug. 23, 1935, amended last sentence gener-
ally.

1933—Act June 15, 1933, struck out all of former sec-
tion and inserted a new section which incorporated all
former provisions and inserted ‘‘of one or more class-
es,’’ in first sentence.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 51c, 212, 213 of
this title.

§ 51b. Dividends, voting, and retirement of pre-
ferred stock; individual liability

(a) Notwithstanding any other provision of
law, whether relating to restriction upon the
payment of dividends upon capital stock or
otherwise, the holders of such preferred stock
shall be entitled to receive such cumulative
dividends and shall have such voting and conver-
sion rights and such control of management, and
such stock shall be subject to retirement in such
manner and upon such conditions, as may be
provided in the articles of association with the
approval of the Comptroller of the Currency.
The holders of such preferred stock shall not be
held individually responsible as such holders for
any debts, contracts, or engagements of such as-
sociation, and shall not be liable for assessments
to restore impairments in the capital of such as-
sociation as now provided by law with reference
to holders of common stock.

(b) No dividends shall be declared or paid on
common stock until the cumulative dividends
on the preferred stock shall have been paid in
full; and, if the association is placed in vol-
untary liquidation or a conservator or a receiver
is appointed therefor, no payments shall be
made to the holders of the common stock until
the holders of the preferred stock shall have
been paid in full the par value of such stock plus
all accumulated dividends.

(Mar. 9, 1933, ch. 1, title III, § 302, 48 Stat. 5; June
15, 1933, ch. 79, 48 Stat. 148; Pub. L. 96–221, title
VII, § 702, Mar. 31, 1980, 94 Stat. 186.)

AMENDMENTS

1980—Subsec. (a). Pub. L. 96–221 struck out limitation
on payment of cumulative dividends at a rate not ex-
ceeding 6 per centum per annum.

1933—Subsec. (a). Act June 15, 1933, struck out former
subsec. (a) and inserted a new subsec. (a) which incor-
porated all former provisions and inserted ‘‘Notwith-
standing any other provision of law, whether relating
to restriction upon the payment of dividends upon cap-
ital stock or otherwise’’ and ‘‘and conversion rights,’’
in first sentence.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 51c, 62, 212, 213
of this title.

§ 51b�1. Consideration of preferred stock in de-
termining impairment of capital; dividends;
retirement

If any part of the capital of a national bank,
State member bank, or bank applying for mem-
bership in the Federal Reserve System consists
of preferred stock, the determination of whether
or not the capital of such bank is impaired and
the amount of such impairment shall be based
upon the par value of its stock even though the
amount which the holders of such preferred
stock shall be entitled to receive in the event of
retirement or liquidation shall be in excess of
the par value of such preferred stock. If any
such bank or trust company shall have out-
standing any capital notes or debentures of the
type which the Reconstruction Finance Corpora-
tion is authorized to purchase pursuant to the
provisions of section 51d of this title, the capital
of such bank may be deemed to be unimpaired if
the sound value of its assets is not less than its
total liabilities, including capital stock, but ex-
cluding such capital notes or debentures and
any obligations of the bank expressly subordi-
nated thereto. Notwithstanding any other provi-
sion of law, the holders of preferred stock issued
by a national banking association pursuant to
the provisions of the Emergency Banking and
Bank Conservation Act, approved March 9, 1933,
as amended, shall be entitled to receive such cu-
mulative dividends on the purchase price re-
ceived by the association for such stock and, in
the event of the retirement of such stock, to re-
ceive such retirement price, not in excess of
such purchase price plus all accumulated divi-
dends, as may be provided in the articles of asso-
ciation with the approval of the Comptroller of
the Currency. If the association is placed in vol-
untary liquidation, or if a conservator or a re-
ceiver is appointed therefor, no payment shall
be made to the holders of common stock until
the holders of preferred stock shall have been
paid in full such amount as may be provided in
the articles of association with the approval of
the Comptroller of the Currency, not in excess
of such purchase price of such preferred stock
plus all accumulated dividends.

(Aug. 23, 1935, ch. 614, title III, § 345, 49 Stat. 722;
Pub. L. 96–221, title VII, § 703, Mar. 31, 1980, 94
Stat. 186.)

REFERENCES IN TEXT

Section 51d of this title, referred to in text, which
was section 304 of the Emergency Banking and Bank
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1 See References in Text note below.

Conservation Act, approved March 9, 1933, ch. 1, 48 Stat.
6, as amended, and which authorized the Reconstruc-
tion Finance Corporation, upon the request of the Sec-
retary of the Treasury approved by the President, to
purchase, or to make loans upon, the capital stock of
any bank or trust company requiring funds for capital
purposes in connection with its organization or reorga-
nization, and which made provision for the purchase of
the capital notes of banks organized in States which
subject holders of preferred stock to double liability
and for the sale of any stock or notes purchased under
such authority, was repealed by act June 30, 1947, ch.
166, title II, § 206(b), (o), 61 Stat. 208. However, according
to the information received from the Department of
the Treasury, the second sentence of this section is not
obsolete even though it contains such obsolete ref-
erence to section 51d of this title, and even though,
under 1957 Reorg. Plan No. 1, eff. June 30, 1957, 22 F.R.
4633, 71 Stat. 647, set out in the Appendix to Title 5,
Government Organization and Employees, the Recon-
struction Finance Corporation was abolished, for many
banks have outstanding debentures which they ob-
tained pursuant to the provisions of section 51d, and
which they are not required to redeem; and their bene-
fits or entitlements conferred by the second sentence of
this section will remain until the debentures are re-
deemed.

The Emergency Banking and Bank Conservation Act,
approved March 9, 1933, as amended, referred to in text,
is act Mar. 9, 1933, ch. 1, 48 Stat. 1, as amended, which
is classified to sections 51a, 51b, 51c, 51d, 95 to 95b, 201
to 212, 248, 347b, 347c, 347d, and 445 of this title and sec-
tion 5 of Title 50, Appendix, War and National Defense.

AMENDMENTS

1980—Pub. L. 96–221 struck out limitation on payment
of cumulative dividends at a rate not exceeding 6 per
centum per annum.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 51c. ��Common stock��, ��capital��, and ��capital
stock�� defined

The term ‘‘common stock’’ as used in sections
51a, 51b, 51c, and 51d 1 of this title means stock
of national banking associations other than pre-
ferred stock issued under the provisions of said
sections. The term ‘‘capital’’ as used in provi-
sions of law relating to the capital of national
banking associations shall mean the amount of
unimpaired common stock plus the amount of
preferred stock outstanding and unimpaired;
and the term ‘‘capital stock’’, as used in sec-
tions 101, 177, and 178 1 of this title, shall mean
only the amount of common stock outstanding.

(Mar. 9, 1933, ch. 1, title III, § 303, 48 Stat. 5.)

REFERENCES IN TEXT

Section 51d of this title, referred to in text, was re-
pealed by act June 30, 1947, ch. 166, title II, § 206(b), (o),
61 Stat. 208. For effect of the repeal on outstanding de-
bentures held by banks, see note under section 51b–1 of
this title.

Sections 101, 177, and 178 of this title, referred to in
text, were repealed by Pub. L. 103–325, title VI,
§ 602(f)(2), (5), Sept. 23, 1994, 108 Stat. 2292, 2293.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 212, 213 of this
title.

§§ 51d to 51f. Repealed. June 30, 1947, ch. 166,
title II, § 206(b), (o), 61 Stat. 208

Section 51d, acts Mar. 9, 1933, ch. 1, title III, § 304, 48
Stat. 6; Mar. 24, 1933, ch. 8, § 2, 48 Stat. 21; Mar. 20, 1936,
ch. 160, § 1, 49 Stat. 1185; June 25, 1940, ch. 427, § 1, 54
Stat. 572, related to subscription for and sale of pre-
ferred stock in banks by the Reconstruction Finance
Corporation.

Sections 51e and 51f, act Mar. 20, 1936, ch. 160, §§ 2, 3,
49 Stat. 1185, related to rate of interest on loans and
separability provisions.

§ 52. Par value and incidents of stock; transfer of
shares

The capital stock of each association shall be
divided into shares of $100 each, or into shares of
such less amount as may be provided in the arti-
cles of association, and be deemed personal prop-
erty, and transferable on the books of the asso-
ciation in such manner as may be prescribed in
the by-laws or articles of association. Every per-
son becoming a shareholder by such transfer
shall, in proportion to his shares, succeed to all
rights and liabilities of the prior holder of such
shares; and no change shall be made in the arti-
cles of association by which the rights, rem-
edies, or security of the existing creditors of the
association shall be impaired.

Certificates issued after August 23, 1935, rep-
resenting shares of stock of the association shall
state (1) the name and location of the associa-
tion, (2) the name of the holder of record of the
stock represented thereby, (3) the number and
class of shares which the certificate represents,
and (4) if the association shall issue stock of
more than one class, the respective rights, pref-
erences, privileges, voting rights, powers, re-
strictions, limitations, and qualifications of
each class of stock issued shall be stated in full
or in summary upon the front or back of the cer-
tificates or shall be incorporated by a reference
to the articles of association set forth on the
front of the certificates. Every certificate shall
be signed by the president and the cashier of the
association, or by such other officers as the by-
laws of the association shall provide, and shall
be sealed with the seal of the association.

After August 23, 1935, no certificate evidencing
the stock of any such association shall bear any
statement purporting to represent the stock of
any other corporation, except a member bank or
a corporation engaged on June 16, 1934, in hold-
ing the bank premises of such association, nor
shall the ownership, sale, or transfer of any cer-
tificate representing the stock of any such asso-
ciation be conditioned in any manner whatso-
ever upon the ownership, sale, or transfer of a
certificate representing the stock of any other
corporation, except a member bank or a cor-
poration engaged on June 16, 1934 in holding the
bank premises of such association: Provided,
That this section shall not operate to prevent
the ownership, sale, or transfer of stock of any
other corporation being conditioned upon the
ownership, sale, or transfer of a certificate rep-
resenting stock of a national banking associa-
tion.

(R.S. § 5139; Feb. 25, 1927, ch. 191, § 16, 44 Stat.
1233; June 16, 1933, ch. 89, § 18, 48 Stat. 186; Aug.
23, 1935, ch. 614, title III, §§ 310(a), 335, 49 Stat.
710, 720.)
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CODIFICATION

R.S. § 5139 derived from act June 3, 1864, ch. 106, § 12,
13 Stat. 102, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1935—Act Aug. 23, 1935, § 335, added second par.
Act Aug. 23, 1935, § 310(a), among other changes in last

par., inserted proviso.
1933—Act June 16, 1933, added last par.
1927—Act Feb. 25, 1927, inserted ‘‘or into shares of

such less amount as may be provided in the articles of
association’’ in first sentence.

§ 53. When capital stock paid in

All of the capital stock of every national
banking association shall be paid in before it
shall be authorized to commence business.

(R.S. § 5140; Pub. L. 86–230, § 4, Sept. 8, 1959, 73
Stat. 457.)

CODIFICATION

R.S. § 5140 derived from act June 3, 1864, ch. 106, § 14,
13 Stat. 103, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1959—Pub. L. 86–230 substituted requirement that all
the capital stock of a national bank must be paid in be-
fore it commences business for permissive authority to
be open for business upon payment of 50 per centum of
the capital stock and installment payment of the re-
maining 50 per centum.

§ 54. Repealed. Pub. L. 86�230, § 5, Sept. 8, 1959,
73 Stat. 457

Section, R.S. § 5141, related to failure to pay install-
ments, remedy and effect if reduction of capital re-
sulted.

§ 55. Enforcing payment of deficiency in capital
stock; assessments; liquidation; receivership

Every association which shall have failed to
pay up its capital stock, as required by law, and
every association whose capital stock shall have
become impaired by losses or otherwise, shall,
within three months after receiving notice
thereof from the Comptroller of the Currency,
pay the deficiency in the capital stock, by as-
sessment upon the shareholders pro rata for the
amount of capital stock held by each; and the
Treasurer of the United States shall withhold
the interest upon all bonds held by him in trust
for any such association, upon notification from
the Comptroller of the Currency, until otherwise
notified by him. If any such association shall
fail to pay up its capital stock, and shall refuse
to go into liquidation, as provided by law, for
three months after receiving notice from the
comptroller, a receiver may be appointed to
close up the business of the association, accord-
ing to the provisions of section 192 of this title.
And provided, That if any shareholder or share-
holders of such bank shall neglect or refuse,
after three months’ notice to pay the assess-
ment, as provided in this section, it shall be the
duty of the board of directors to cause a suffi-
cient amount of the capital stock of such share-
holder or shareholders to be sold at public auc-
tion (after thirty days’ notice shall be given by
posting such notice of sale in the office of the
bank, and by publishing such notice in a news-

paper of the city or town in which the bank is
located, or in a newspaper published nearest
thereto), to make good the deficiency, and the
balance, if any, shall be returned to such delin-
quent shareholder or shareholders.

(R.S. § 5205; June 30, 1876, ch. 156, § 4, 19 Stat. 64.)

CODIFICATION

R.S. § 5205 derived from act Mar. 3, 1873, ch. 269, § 1, 17
Stat. 603.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

APPLICATION TO DISTRICT OF COLUMBIA

Provisions of this section were made applicable to
banks, etc., in the District of Columbia by act Mar. 4,
1933, ch. 274, § 4, 47 Stat. 1567.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 197 of this title.

§ 56. Prohibition on withdrawal of capital; un-
earned dividends

No association, or any member thereof, shall,
during the time it shall continue its banking op-
erations, withdraw, or permit to be withdrawn,
either in the form of dividends or otherwise, any
portion of its capital. If losses have at any time
been sustained by any such association, equal to
or exceeding its undivided profits then on hand,
no dividend shall be made; and no dividend shall
ever be made by any association, while it con-
tinues its banking operations, to an amount
greater than its undivided profits, subject to
other applicable provisions of law. But nothing
in this section shall prevent the reduction of the
capital stock of the association under section 59
of this title.

(R.S. § 5204; Pub. L. 103–325, title VI, § 602(h)(1),
Sept. 23, 1994, 108 Stat. 2294.)

CODIFICATION

R.S. § 5204 derived from act June 3, 1864, ch. 106, § 38,
13 Stat. 110, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1994—Pub. L. 103–325 substituted ‘‘undivided profits,
subject to other applicable provisions of law’’ for ‘‘net
profits then on hand, deducting therefrom its losses
and bad debts’’ in second sentence and struck out after
second sentence ‘‘All debts due to any associations, on
which interest is past due and unpaid for a period of six
months, unless the same are well secured, and in proc-
ess of collection, shall be considered bad debts within
the meaning of this section.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 324 of this title.

§ 57. Increase of capital by provision in articles
of association

Any national banking association may, with
the approval of the Comptroller of the Currency,
and by a vote of shareholders owning two-thirds
of the stock of such associations, increase its
capital stock to any sum approved by the said
comptroller, but no increase in capital shall be
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valid until the whole amount of such increase is
paid in and notice thereof, duly acknowledged
before a notary public by the president, vice
president, or cashier of said association, has
been transmitted to the Comptroller of the Cur-
rency and his certificate obtained specifying the
amount of such increase in capital stock and his
approval thereof, and that it has been duly paid
in as part of the capital of such association: Pro-
vided, however, That a national banking associa-
tion may, with the approval of the Comptroller
of the Currency, and by the vote of shareholders
owning two-thirds of the stock of such associa-
tion, increase its capital stock by the declara-
tion of a stock dividend, provided that the sur-
plus of said association, after the approval of
the increase, shall be at least equal to 20 per
centum of the capital stock as increased. Such
increase shall not be effective until a certificate
certifying to such declaration of dividend,
signed by the president, vice president, or cash-
ier of said association and duly acknowledged
before a notary public, shall have been for-
warded to the Comptroller of the Currency and
his certificate obtained specifying the amount of
such increase of capital stock by stock dividend,
and his approval thereof.

(R.S. § 5142; Feb. 25, 1927, ch. 191, § 5, 44 Stat.
1227.)

CODIFICATION

R.S. § 5142 derived from act June 3, 1864, ch. 106, § 13,
13 Stat. 103, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1927—Act Feb. 25, 1927, among other changes, inserted
proviso.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 58. Repealed. Pub. L. 86�230, § 6, Sept. 8, 1959,
73 Stat. 457

Section, act May 1, 1886, ch. 73, § 1, 24 Stat. 18, related
to increase of capital by vote of shareholders. See sec-
tion 57 of this title.

§ 59. Reduction of capital by vote of shareholders

Any association formed under title 62 of the
Revised Statutes may, by the vote of sharehold-
ers owning two-thirds of its capital stock, re-
duce its capital to any sum not below the
amount required by title 62 of the Revised Stat-
utes to authorize the formation of associations;
but no such reduction shall be allowable which
will reduce the capital of the association below
the amount required for its outstanding circula-
tion, nor shall any reduction be made until the
amount of the proposed reduction has been re-
ported to the Comptroller of the Currency and
such reduction has been approved by said Comp-
troller of the Currency and no shareholder shall
be entitled to any distribution of cash or other
assets by reason of any reduction of the common
capital of any association unless such distribu-
tion shall have been approved by the Comptrol-
ler of the Currency and by the affirmative vote

of at least two-thirds of the shares of each class
of stock outstanding, voting as classes.

(R.S. § 5143; Dec. 23, 1913, ch. 6, § 28, 38 Stat. 274;
Aug. 23, 1935, ch. 614, title III, § 334, 49 Stat. 720.)

REFERENCES IN TEXT

Title 62 of the Revised Statutes, referred to in text,
was in the original ‘‘this Title’’ meaning title LXII of
the Revised Statutes, consisting of R.S. §§ 5133 to 5244,
which are classified to sections 21, 22 to 24a, 25a, 26, 27,
29, 35 to 37, 39, 43, 52, 53, 55 to 57, 59 to 62, 66, 71, 72 to
76, 81, 83 to 86, 90, 91, 93, 93a, 94, 141 to 144, 161, 164, 181,
182, 192 to 194, 196, 215c, 481 to 485, 501, 541, 548, and 582
of this title. See, also, sections 8, 333, 334, 475, 656, 709,
1004, and 1005 of Title 18, Crimes and Criminal Proce-
dure. For complete classification of R.S. §§ 5133 to 5244
to the Code, see Tables.

CODIFICATION

R.S. § 5143 derived from act June 3, 1864, ch. 106, § 13,
13 Stat. 103, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1935—Act Aug. 23, 1935, substituted ‘‘and no share-
holder shall be entitled to any distribution of cash or
other assets by reason of any reduction of the common
capital of any association unless such distribution shall
have been approved by the Comptroller of the Currency
and by the affirmative vote of at least two-thirds of the
shares of each class of stock outstanding, voting as
classes’’ for ‘‘and by the Federal Reserve Board or by
the organization committee pending the organization
of the Federal Reserve Board’’.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 56 of this title.

§ 60. Dividends

(a) Periodic declaration; surplus fund
The directors of any national banking associa-

tion may, quarterly, semiannually or annually,
declare a dividend of so much of the undivided
profits of the association, subject to the limita-
tions in subsection (b) of this section, as they
shall judge expedient, except that until the sur-
plus fund of such association shall equal its
common capital, no dividends shall be declared
unless there has been carried to the surplus fund
not less than one-tenth part of the association’s
net income of the preceding half year in the case
of quarterly or semiannual dividends, or not less
than one-tenth part of its net income of the pre-
ceding two consecutive half-year periods in the
case of annual dividends: Provided, That for the
purposes of this section, any amounts paid into
a fund for the retirement of any preferred stock
of any such association out of its net income for
such period or periods shall be deemed to be ad-
ditions to its surplus fund if, upon the retire-
ment of such preferred stock, the amounts so
paid into such retirement fund may then prop-
erly be carried to surplus. In any such case the
association shall be obligated to transfer to sur-
plus the amounts so paid into such retirement
fund on account of the preferred stock as such
stock is retired.
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(b) Approval of Comptroller
The approval of the Comptroller of the Cur-

rency shall be required if the total of all divi-
dends declared by such association in any cal-
endar year shall exceed the total of its net in-
come of that year combined with its retained
net income of the preceding two years, less any
required transfers to surplus or a fund for the re-
tirement of any preferred stock.

(R.S. § 5199; Aug. 23, 1935, ch. 614, title III, § 315,
49 Stat. 712; Pub. L. 86–230, § 21(a), Sept. 8, 1959,
73 Stat. 465; Pub. L. 103–325, title VI, § 602(h)(2),
Sept. 23, 1994, 108 Stat. 2294.)

CODIFICATION

R.S. § 5199 derived from act June 3, 1864, ch. 106, § 33,
13 Stat. 109, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1994—Subsec. (a). Pub. L. 103–325, § 602(h)(2)(A), (B),
substituted ‘‘undivided profits of the association, sub-
ject to the limitations in subsection (b) of this sec-
tion,’’ for ‘‘net profits of the association’’ in first sen-
tence and ‘‘net income’’ for ‘‘net profits’’ wherever sub-
sequently appearing.

Subsec. (b). Pub. L. 103–325, § 602(h)(2)(B), substituted
‘‘net income’’ for ‘‘net profits’’ in two places.

Subsec. (c). Pub. L. 103–325, § 602(h)(2)(C), struck out
subsec. (c) which read as follows: ‘‘For the purpose of
this section the term ‘net profits’ shall mean the re-
mainder of all earnings from current operations plus
actual recoveries on loans and investments and other
assets, after deducting from the total thereof all cur-
rent operating expenses, actual losses, accrued divi-
dends on preferred stock, if any, and all Federal and
State taxes.’’

1959—Pub. L. 86–230 designated existing provisions as
subsec. (a), authorized the declaration of dividends,
quarterly and annually, when at least one-tenth of the
bank’s net profits of the preceding half year or of the
preceding two consecutive half-year periods has been
carried to the surplus fund, respectively, and added
subsecs. (b) and (c).

1935—Act Aug. 23, 1935, among other changes, inserted
proviso.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 324 of this title.

§ 61. Shareholders� voting rights; cumulative and
distributive voting; preferred stock; trust
shares; proxies, liability restrictions; per-
centage requirement exclusion of trust
shares

In all elections of directors, each shareholder
shall have the right to vote the number of
shares owned by him for as many persons as
there are directors to be elected, or to cumulate
such shares and give one candidate as many
votes as the number of directors multiplied by
the number of his shares shall equal, or to dis-
tribute them on the same principle among as
many candidates as he shall think fit; and in de-
ciding all other questions at meetings of share-
holders, each shareholder shall be entitled to
one vote on each share of stock held by him; ex-
cept that (1) this shall not be construed as limit-
ing the voting rights of holders of preferred
stock under the terms and provisions of articles
of association, or amendments thereto, adopted
pursuant to the provisions of section 51b of this
title; (2) in the election of directors, shares of its

own stock held by a national bank as sole trust-
ee, whether registered in its own name as such
trustee or in the name of its nominee, shall not
be voted by the registered owner unless under
the terms of the trust the manner in which such
shares shall be voted may be determined by a
donor or beneficiary of the trust and unless such
donor or beneficiary actually directs how such
shares shall be voted; and (3) shares of its own
stock held by a national bank and one or more
persons as trustees may be voted by such other
person or persons, as trustees, in the same man-
ner as if he or they were the sole trustee. Share-
holders may vote by proxies duly authorized in
writing; but no officer, clerk, teller, or book-
keeper of such bank shall act as proxy; and no
shareholder whose liability is past due and un-
paid shall be allowed to vote. Whenever shares
of stock cannot be voted by reason of being held
by the bank as sole trustee such shares shall be
excluded in determining whether matters voted
upon by the shareholders were adopted by the
requisite percentage of shares.

(R.S. § 5144; June 16, 1933, ch. 89, § 19, 48 Stat. 186;
Aug. 23, 1935, ch. 614, title III, § 311, 49 Stat. 710;
Sept. 3, 1954, ch. 1263, § 21, 68 Stat. 1234; Pub. L.
86–114, § 4, July 28, 1959, 73 Stat. 264; Pub. L.
89–485, § 13(c), July 1, 1966, 80 Stat. 242.)

CODIFICATION

R.S. § 5144 derived from act June 3, 1864, ch. 106, § 11,
13 Stat. 102, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1966—Pub. L. 89–485 struck out: clause (4) requirement
of a voting permit from the Board for voting shares
controlled by a holding company affiliate of a national
bank except when voting in favor of voluntary liquida-
tion of an association; second par. definition of control
of shares by a holding company affiliate; third par, pre-
scribing procedure for obtaining a voting permit: appli-
cation to Board, grant or denial of permit in the public
interest, factors for consideration, and conditions de-
scribed in subsecs. (a) to (e) for granting a permit; sub-
sec. (a) requirement of agreement of the holding com-
pany affiliate to an examination of the affiliate by
bank examiners, reports by such examiners, examina-
tion of affiliated banks, and publication of individual
or consolidated statements of condition of such banks;
subsec. (b) provisions for possession of readily market-
able assets other than bank stock and reinvestment of
a prescribed amount of net earnings in such assets; sub-
sec. (c) provisions for reserve of assets, use of assets for
capital replacement, and situations involving more
than one holding company affiliate; subsec. (d) provi-
sions for penalties for false entries; subsec. (e) require-
ments for disclosure in application of a absence of secu-
rities company status and for declaration of dividends
out of net earnings; penultimate par. prescribing proce-
dure for revocation of voting permit and prohibiting
the use of the bank as a depositary for public moneys
of the United States and payment of dividends to the
affiliate; and last par. authorization for forfeiture of
rights, privileges, and franchises of national banks.

1959—Subsec. (c). Pub. L. 86–114 authorized the Board
to designate one of the chain of holding company affili-
ates which would have to maintain the 12 percent re-
serve and exempted the other holding company affili-
ates from the requirement.

1954—Subsec. (d). Act Sept. 3, 1954, substituted ‘‘sec-
tion 1005 of Title 18’’ for ‘‘section 592 of this title’’.

1935—Act Aug. 23, 1935, amended first par., first sen-
tence of third par., and inserted ‘‘and the provisions of
this subsection, instead of subsection (b), shall apply to
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1 So in original. Probably should be ‘‘fails’’.
2 So in original. Probably should be ‘‘months’’.

all holding company affiliates with respect to any
shares of bank stock owned or controlled by them as to
which there is no statutory liability imposed upon the
holders of such bank stock’’ at end of subsec. (c).

1933—Act June 16, 1933, inserted provisions for cumu-
lative voting of shares or distribution of votes on a cu-
mulative voting principle, prohibited national banks
holding their own shares as sole trustee from voting
such shares but permitted such shares to be voted when
held by another person or persons as trustees with the
bank, denied voting rights to shares controlled by a
holding company affiliate of a national bank unless a
voting permit was first obtained, provided for applica-
tion for a voting permit to the Federal Reserve Board,
specified conditions for granting the voting permit and
procedure for its revocation, and authorized the forfeit-
ure of a National Bank’s rights, privileges, and fran-
chises upon such revocation.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 26 section 601.

§ 62. List of shareholders

The president and cashier of every national
banking association shall cause to be kept at all
times a full and correct list of the names and
residences of all the shareholders in the associa-
tion, and the number of shares held by each, in
the office where its business is transacted. Such
list shall be subject to the inspection of all the
shareholders and creditors of the association,
and the officers authorized to assess taxes under
State authority, during business hours of each
day in which business may be legally trans-
acted. A copy of such list, verified by the oath
of such president or cashier, shall be transmit-
ted to the Comptroller of the Currency within
ten days of any demand therefor made by him.

(R.S. § 5210; May 18, 1953, ch. 59, § 1, 67 Stat. 27.)

CODIFICATION

R.S. § 5210 derived from act June 3, 1864, ch. 106, § 40,
13 Stat. 111, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1953—Act May 18, 1953, changed the requirement for
annual transmission of a copy of the shareholders list
to the Comptroller of the Currency by authorizing the
Comptroller to acquire such copy at any time on 10
days’ notice.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

APPLICATION TO DISTRICT OF COLUMBIA

Provisions of this section were made applicable to
banks, etc., in the District of Columbia by act Mar. 4,
1933, ch. 274, § 4, 47 Stat. 1567.

§§ 63, 64. Repealed. Pub. L. 86�230, § 7, Sept. 8,
1959, 73 Stat. 457

Section 63, R.S. § 5151, related to individual liability
of shareholders.

Section 64, act Dec. 23, 1913, ch. 6, § 23, 38 Stat. 273, re-
lated to transfer of shares as affecting individual liabil-
ity of shareholders. Limitation on liability of share-
holders, see section 64a of this title.

The status of former section 63 of this title had been
doubtful. At different times it had been held to have
been repealed, superseded, and superseded only in part
by former section 64 of this title which related to the

same subject. See American T. Co. v. Grut, C.C.A. 1935,
80 F.2d 155; Miller v. Hamner, C.C.A. 1920, 269 F. 891; and
First Nat. Bank v. First Nat. Bank, D.C. 1926, 14 F.2d 129.

§ 64a. Individual liability of shareholders; limita-
tion on liability

The additional liability imposed upon share-
holders in national banking associations by the
provisions of sections 63 and 64 of this title shall
not apply with respect to shares in any such as-
sociation issued after June 16, 1933. Such addi-
tional liability shall cease on July 1, 1937, with
respect to all shares issued by any association
which shall be transacting the business of bank-
ing on July 1, 1937: Provided, That not less than
six months prior to such date, such association
shall have caused notice of such prospective ter-
mination of liability to be published in a news-
paper published in the city, town, or county in
which such association is located, and if no
newspaper is published in such city, town, or
county, then in a newspaper of general circula-
tion therein. If the association fail 1 to give such
notice as and when above provided, a termi-
nation of such additional liability may there-
after be accomplished as of the date six month 2

subsequent to publication, in the manner above
provided. In the case of each association which
has not caused notice of such prospective termi-
nation of liability to be published prior to May
18, 1953, the Comptroller of the Currency shall
cause such notice to be published in the manner
provided in this section, and on the date six
months subsequent to such publication by the
Comptroller of the Currency such additional li-
ability shall cease.

(June 16, 1933, ch. 89, § 22, 48 Stat. 189; Aug. 23,
1935, ch. 614, title III, § 304, 49 Stat. 708; May 18,
1953, ch. 59, § 2, 67 Stat. 27.)

REFERENCES IN TEXT

Sections 63 and 64 of this title, referred to in text,
were repealed by Pub. L. 86–230, § 7, Sept. 8, 1959, 73
Stat. 457.

AMENDMENTS

1953—Act May 18, 1953, provided for termination of
the additional liability, referred to in the section, by
action of the Comptroller of the Currency with regard
to those associations which had not, prior to May 18,
1953, caused notice of termination to be published.

1935—Act Aug. 23, 1935, added second and third sen-
tences.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 65. Repealed. Pub. L. 86�230, § 8, Sept. 8, 1959,
73 Stat. 457

Section, acts June 30, 1876, ch. 156, § 2, 19 Stat. 63;
Sept. 3, 1954, ch. 1263, § 22, 68 Stat. 1234, related to en-
forcement of shareholders’ individual liability by credi-
tors on liquidation. Limitation on liability of share-
holders, see section 64a of this title.
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§ 66. Personal liability of representatives of
stockholders

Persons holding stock as executors, adminis-
trators, guardians, or trustees, shall not be per-
sonally subject to any liabilities as stockhold-
ers; but the estates and funds in their hands
shall be liable in like manner and to the same
extent as the testator, intestate, ward, or person
interested in such trust funds would be, if living
and competent to act and hold the stock in his
own name.

(R.S. § 5152.)

CODIFICATION

R.S. § 5152 derived from act June 3, 1864, ch. 106, § 63,
13 Stat. 118, which was the National Bank Act. See sec-
tion 38 of this title.

§ 67. Individual liability of shareholders; com-
promises; authority of receiver

Any receiver of a national banking association
is authorized, with the approval of the Comp-
troller of the Currency and upon the order of a
court of record of competent jurisdiction, to
compromise, either before or after judgment,
the individual liability of any shareholder of
such association.

(Feb. 25, 1930, ch. 58, 46 Stat. 74.)

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer to Secretary of the Treasury, see
note set out under section 1 of this title.

APPLICATION TO DISTRICT OF COLUMBIA

Provisions of this section were made applicable to
banks, etc., in the District of Columbia by act Mar. 4,
1933, ch. 274, § 4, 47 Stat. 1567.

SUBCHAPTER III—DIRECTORS

§ 71. Election

The affairs of each association shall be man-
aged by not less than five directors, who shall be
elected by the shareholders at a meeting to be
held at any time before the association is au-
thorized by the Comptroller of the Currency to
commence the business of banking; and after-
ward at meetings to be held on such day of each
year as is specified therefor in the bylaws. The
directors shall hold office for a period of not
more than 3 years, and until their successors are
elected and have qualified. In accordance with
regulations issued by the Comptroller of the
Currency, a national bank may adopt bylaws
that provide for staggering the terms of its di-
rectors.

(R.S. § 5145; Pub. L. 88–232, § 1, Dec. 23, 1963, 77
Stat. 472; Pub. L. 106–569, title XII, § 1205(a), Dec.
27, 2000, 114 Stat. 3033.)

CODIFICATION

R.S. § 5145 derived from act June 3, 1864, ch. 106, §§ 9,
10, 13 Stat. 102, which was the National Bank Act. See
section 38 of this title.

AMENDMENTS

2000—Pub. L. 106–569 substituted ‘‘for a period of not
more than 3 years’’ for ‘‘for one year’’ and inserted at

end ‘‘In accordance with regulations issued by the
Comptroller of the Currency, a national bank may
adopt bylaws that provide for staggering the terms of
its directors.’’

1963—Pub. L. 88–232 substituted ‘‘on such day of each
year as is specified therefor in the bylaws’’ for ‘‘on such
day in January of each year as is specified therefor in
the articles of association’’.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1821 of this title.

§ 71a. Number of directors; penalties

After one year from June 16, 1933, notwith-
standing any other provision of law, the board of
directors, board of trustees, or other similar
governing body of every national banking asso-
ciation and of every State bank or trust com-
pany which is a member of the Federal Reserve
System shall consist of not less than five nor
more than twenty-five members, except that the
Comptroller of the Currency may, by regulation
or order, exempt a national bank from the 25-
member limit established by this section. If any
national banking association violates the provi-
sions of this section and continues such viola-
tion after thirty days’ notice from the Comp-
troller of the Currency, the said Comptroller
may appoint a receiver or conservator therefor,
in accordance with the provisions of existing
law. If any State bank or trust company which
is a member of the Federal Reserve System vio-
lates the provisions of this section and con-
tinues such violation after thirty days’ notice
from the Board of Governors of the Federal Re-
serve System, it shall be subject to the forfeit-
ure of its membership in the Federal Reserve
System in accordance with the provisions of sec-
tion 327 of this title.

(June 16, 1933, ch. 89, § 31, 48 Stat. 194; June 16,
1934, ch. 546, § 4, 48 Stat. 971; Aug. 23, 1935, ch. 614,
title II, § 203(a), title III, § 306, 49 Stat. 704, 708;
Pub. L. 106–569, title XII, § 1205(b), Dec. 27, 2000,
114 Stat. 3034.)

AMENDMENTS

2000—Pub. L. 106–569 inserted before period at end of
first sentence ‘‘, except that the Comptroller of the
Currency may, by regulation or order, exempt a na-
tional bank from the 25-member limit established by
this section’’.

1935—Act June 16, 1934, as amended by act Aug. 23,
1935, § 306, repealed a former provision of this section
relating to stock ownership requirements of directors,
trustees, or members of similar governing bodies of any
national banking association, or of any State bank or
trust company which is a member of the Federal Re-
serve System.

1934—Act June 16, 1934, repealed a former provision of
this section relating to stock ownership requirements
of directors, trustees, or members of similar governing
bodies of member banks of the Federal Reserve System.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.
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EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1821 of this title.

§ 72. Qualifications

Every director must, during his whole term of
service, be a citizen of the United States, and at
least a majority of the directors must have re-
sided in the State, Territory, or District in
which the association is located, or within one
hundred miles of the location of the office of the
association, for at least one year immediately
preceding their election, and must be residents
of such State or within one-hundred-mile terri-
tory of the location of the association during
their continuance in office, except that the
Comptroller may, in the discretion of the Comp-
troller, waive the requirement of residency, and
waive the requirement of citizenship in the case
of not more than a minority of the total number
of directors. Every director must own in his or
her own right either shares of the capital stock
of the association of which he or she is a direc-
tor the aggregate par value of which is not less
than $1,000, or an equivalent interest, as deter-
mined by the Comptroller of the Currency, in
any company which has control over such asso-
ciation within the meaning of section 1841 of
this title. If the capital of the bank does not ex-
ceed $25,000, every director must own in his or
her own right either shares of such capital stock
the aggregate par value of which is not less than
$500, or an equivalent interest, as determined by
the Comptroller of the Currency, in any com-
pany which has control over such association
within the meaning of section 1841 of this title.
Any director who ceases to be the owner of the
required number of shares of the stock, or who
becomes in any other manner disqualified, shall
thereby vacate his place.

(R.S. § 5146; Feb. 28, 1905, ch. 1163, 33 Stat. 818;
Mar. 1, 1921, ch. 100, 41 Stat. 1199; Feb. 25, 1927,
ch. 191, § 17, 44 Stat. 1233; Apr. 27, 1956, ch. 215, 70
Stat. 119; Pub. L. 95–369, § 2, Sept. 17, 1978, 92
Stat. 608; Pub. L. 96–221, title VII, § 710, Mar. 31,
1980, 94 Stat. 189; Pub. L. 103–325, title III, § 313,
Sept. 23, 1994, 108 Stat. 2221; Pub. L. 104–208, div.
A, title II, § 2241, Sept. 30, 1996, 110 Stat. 3009–418;
Pub. L. 106–569, title XII, § 1233(a), Dec. 27, 2000,
114 Stat. 3037.)

CODIFICATION

R.S. § 5146 derived from act June 3, 1864, ch. 106, §§ 9,
10, 13 Stat. 102, which was the National Bank Act. See
section 38 of this title.

AMENDMENTS

2000—Pub. L. 106–569 inserted before period at end of
first sentence ‘‘, and waive the requirement of citizen-
ship in the case of not more than a minority of the
total number of directors’’.

1996—Pub. L. 104–208 substituted ‘‘except that the
Comptroller may, in the discretion of the Comptroller,
waive the requirement of residency’’ for ‘‘except that in
the case of an association which is a subsidiary or affil-
iate of a foreign bank, the Comptroller of the Currency
may in his discretion waive the requirement of citizen-

ship in the case of not more than a minority of the
total number of directors’’ before period at end of first
sentence.

1994—Pub. L. 103–325, which directed the substitution
of ‘‘a majority’’ for ‘‘two thirds’’, was executed by mak-
ing the substitution for ‘‘two-thirds’’ in first sentence
to reflect the probable intent of Congress.

1980—Pub. L. 96–221 inserted provisions setting forth
additional ownership requirements with respect to
equivalent interest determinations by the Comptroller
of the Currency.

1978—Pub. L. 95–369 authorized the Comptroller of the
Currency, in case of associations which are subsidiaries
of affiliates of foreign banks, to waive citizenship re-
quirements of not more than a minority of the total
number of directors.

1956—Act Apr. 27, 1956, substituted ‘‘two-thirds’’, ‘‘one
hundred’’, ‘‘one-hundred-mile’’, for ‘‘three-fourths’’,
‘‘fifty’’, and ‘‘fifty-mile’’, respectively.

1927—Act Feb. 25, 1927, substituted a minimum value
of stock ownership for minimum number of shares in
both instances.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1821 of this title.

§ 73. Oath

Each director, when appointed or elected,
shall take an oath that he will, so far as the
duty devolves on him, diligently and honestly
administer the affairs of such association, and
will not knowingly violate or willingly permit
to be violated any of the provisions of title 62 of
the Revised Statutes, and that he is the owner
in good faith, and in his own right, of the num-
ber of shares of stock required by title 62 of the
Revised Statutes, subscribed by him, or standing
in his name on the books of the association, and
that the same is not hypothecated, or in any
way pledged, as security for any loan or debt.
The oath shall be taken before a notary public,
properly authorized and commissioned by the
State in which he resides, or before any other of-
ficer having an official seal and authorized by
the State to administer oaths, except that the
oath shall not be taken before any such notary
public or other officer who is an officer of the di-
rector’s bank. The oath, subscribed by the direc-
tor making it, and certified by the notary public
or other officer before whom it is taken, shall be
immediately transmitted to the Comptroller of
the Currency and shall be filed and preserved in
his office for a period of ten years.

(R.S. § 5147; Feb. 20, 1925, ch. 274, 43 Stat. 955.)

REFERENCES IN TEXT

Title 62 of the Revised Statutes, referred to in text,
was in the original ‘‘this Title’’ meaning title LXII of
the Revised Statutes, consisting of R.S. §§ 5133 to 5244,
which are classified to sections 21, 22 to 24a, 25a, 26, 27,
29, 35 to 37, 39, 43, 52, 53, 55 to 57, 59 to 62, 66, 71, 72 to
76, 81, 83 to 86, 90, 91, 93, 93a, 94, 141 to 144, 161, 164, 181,
182, 192 to 194, 196, 215c, 481 to 485, 501, 541, 548, and 582
of this title. See, also, sections 8, 333, 334, 475, 656, 709,
1004, and 1005 of Title 18, Crimes and Criminal Proce-
dure. For complete classification of R.S. §§ 5133 to 5244
to the Code, see Tables.

CODIFICATION

R.S. § 5147 derived from act June 3, 1864, ch. 106, § 9, 13
Stat. 102, which was the National Bank Act. See sec-
tion 38 of this title.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
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included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1821 of this title.

§ 74. Vacancies

Any vacancy in the board shall be filled by ap-
pointment by the remaining directors, and any
director so appointed shall hold his place until
the next election.

(R.S. § 5148.)

CODIFICATION

R.S. § 5148 derived from act June 3, 1864, ch. 106, § 10,
13 Stat. 102, which was the National Bank Act. See sec-
tion 38 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1821 of this title.

§ 75. Legal holiday, annual meeting on; proceed-
ings where no election held on proper day

When the day fixed in the bylaws for the regu-
lar annual meeting of the shareholders falls on
a legal holiday in the State in which the bank is
located, the shareholders meeting shall be held,
and the directors elected, on the next following
banking day. If, from any cause, an election of
directors is not made on the day fixed, or in the
event of a legal holiday, on the next following
banking day, an election may be held on any
subsequent day within sixty days of the day
fixed, to be designated by the board of directors,
or, if the directors fail to fix the day, by share-
holders representing two-thirds of the shares, at
least ten days’ notice thereof in all cases having
been given by first-class mail to the sharehold-
ers.

(R.S. § 5149; Pub. L. 86–230, § 9, Sept. 8, 1959, 73
Stat. 457; Pub. L. 88–232, § 2, Dec. 23, 1963, 77 Stat.
472.)

CODIFICATION

R.S. § 5149 derived from act June 3, 1864, ch. 106, § 10,
13 Stat. 102, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1963—Pub. L. 88–232 substituted ‘‘bylaws’’ for ‘‘arti-
cles of association’’.

1959—Pub. L. 86–230 provided that when the day fixed
for the regular annual meeting of the shareholders falls
on a legal holiday, the meeting shall be held on the
next following banking day and authorized election of
directors to be held within sixty days of a fixed day
upon ten days’ notice to the shareholders by first-class
mail instead of upon thirty days’ notice in newspaper
and at a date designated in the articles or bylaws or by
the shareholders.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1821 of this title.

§ 76. President of bank as member of board;
chairman of board

The president of the bank shall be a member
of the board and shall be the chairman thereof,
but the board may designate a director in lieu of
the president to be chairman of the board, who
shall perform such duties as may be designated
by the board.

(R.S. § 5150; Feb. 25, 1927, ch. 191, § 6, 44 Stat.
1228.)

CODIFICATION

R.S. § 5150 derived from act June 3, 1864, ch. 106, § 9, 13
Stat. 102, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1927—Act Feb. 25, 1927, amended section generally.
Prior to amendment, section read as follows: ‘‘One of
the directors, to be chosen by the board, shall be presi-
dent of the board.’’

§ 77. Repealed. Pub. L. 89�695, title II, § 207, Oct.
16, 1966, 80 Stat. 1055

Section, act June 16, 1933, ch. 89, § 30, 48 Stat. 193, pro-
vided authority for removal of directors or officers of
national banks, District banks, or State member banks
for continued violations of law or for continued unsafe
or unsound practices in conducting the business of such
banks.

CODIFICATION

Section 401 of Pub. L. 89–695, Oct. 16, 1966, 80 Stat.
1056, which provided for reenactment of this section ef-
fective upon expiration of the period ending at the
close of June 30, 1972, was repealed by Pub. L. 91–609,
title IX, § 908, Dec. 31, 1970, 84 Stat. 1811.

CONDITIONS GOVERNING EMPLOYMENT OF PERSONNEL
NOT REPEALED, MODIFIED, OR AFFECTED

Nothing contained in section 207 of Pub. L. 89–695 re-
pealing this section to be construed as repealing, modi-
fying, or affecting section 1829 of this title, see section
206 of Pub. L. 89–695, set out as a note under section 1813
of this title.

§ 78. Repealed. Pub. L. 106�102, title I, § 101(b),
Nov. 12, 1999, 113 Stat. 1341

Section, acts June 16, 1933, ch. 89, § 32, 48 Stat. 194;
Aug. 23, 1935, ch. 614, § 307, 49 Stat. 709, related to cer-
tain persons excluded from serving as officers, direc-
tors, or employees of member banks.

EFFECTIVE DATE OF REPEAL

Repeal effective 120 days after Nov. 12, 1999, see sec-
tion 161 of Pub. L. 106–102, set out as an Effective Date
of 1999 Amendment note under section 24 of this title.

SUBCHAPTER IV—REGULATION OF THE
BANKING BUSINESS; POWERS AND DU-
TIES OF NATIONAL BANKS

§ 81. Place of business

The general business of each national banking
association shall be transacted in the place spec-
ified in its organization certificate and in the
branch or branches, if any, established or main-
tained by it in accordance with the provisions of
section 36 of this title.

(R.S. § 5190; Feb. 25, 1927, ch. 191, § 8, 44 Stat.
1229.)

CODIFICATION

R.S. § 5190 derived from act June 3, 1864, ch. 106, § 8, 13
Stat. 101, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1927—Act Feb. 25, 1927, among other changes, inserted
‘‘and in the branch or branches, if any, established or
maintained by it in accordance with the provisions of
section 36 of this title’’.
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§ 82. Repealed. Pub. L. 97�320, title IV, § 402, Oct.
15, 1982, 96 Stat. 1510

Section, R.S. § 5202; Dec. 23, 1913, ch. 6, § 13, 38 Stat.
264; Sept. 7, 1916, ch. 461, 39 Stat. 753; Apr. 5, 1918, ch. 45,
§ 20, 40 Stat. 512; Oct. 22, 1919, ch. 79, § 2, 41 Stat. 297;
Mar. 4, 1923, ch. 252, title V, § 504, 42 Stat. 1481; Feb. 25,
1927, ch. 191, § 11, 44 Stat. 1231; Jan. 22, 1932, ch. 8, § 5,
formerly § 6, 47 Stat. 8, renumbered and amended June
30, 1947, ch. 166, title I, § 1, 61 Stat. 202; May 20, 1933, ch.
35, § 2, 48 Stat. 73; June 19, 1934, ch. 653, § 2, 48 Stat. 1107;
Sept. 8, 1959, Pub. L. 86–230, § 10, 73 Stat. 458; Sept. 9,
1959, Pub. L. 86–251, § 2, 73 Stat. 488; July 24, 1970, Pub.
L. 91–351, title II, § 201(b), 84 Stat. 451; Jan. 4, 1975, Pub.
L. 93–646, § 11, 88 Stat. 2337, provided that no national
banking association could at any time be indebted, or
in any way liable, to an amount exceeding the amount
of its capital stock at such time actually paid in and
remaining undiminished by losses or otherwise, plus 50
percent of the amount of its unimpaired surplus fund,
except on account of demands of the nature following:
notes of circulation; moneys deposited with or col-
lected by the association; bills of exchange or drafts
drawn against money actually on deposit to the credit
of the association, or due thereto; liabilities to the
stockholders of the association for dividends and re-
serve profits; liabilities incurred under the provisions
of the Federal Reserve Act; liabilities incurred under
the provisions of the Federal Deposit Insurance Act [12
U.S.C. 1811 et seq.]; liabilities created by the indorse-
ment of accepted bills of exchange payable abroad actu-
ally owned by the indorsing bank and discounted at
home or abroad; liabilities incurred under the provi-
sions of sections 1031 to 1033 of this title; liabilities in-
curred on account of loans made with the express ap-
proval of the Comptroller of the Currency under former
section 84(9) of this title; liabilities incurred under the
provisions of section 352a of this title; liabilities in-
curred in connection with sales of mortgages, or par-
ticipations therein, to the Federal National Mortgage
Association or the Federal Home Loan Mortgage Cor-
poration; and liabilities incurred in borrowing from the
Export-Import Bank of the United States.

§ 83. Loans by bank on its own stock

(a) General prohibition
No national bank shall make any loan or dis-

count on the security of the shares of its own
capital stock.

(b) Exclusion
For purposes of this section, a national bank

shall not be deemed to be making a loan or dis-
count on the security of the shares of its own
capital stock if it acquires the stock to prevent
loss upon a debt previously contracted for in
good faith.

(R.S. § 5201; Pub. L. 106–569, title XII, § 1207(a),
Dec. 27, 2000, 114 Stat. 3034.)

CODIFICATION

R.S. § 5201 derived from act June 3, 1864, ch. 106, § 35,
13 Stat. 110, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

2000—Pub. L. 106–569 amended section catchline and
text generally. Prior to amendment, text read as fol-
lows: ‘‘No association shall make any loan or discount
on the security of the shares of its own capital stock,
nor be the purchaser or holder of any such shares, un-
less such security or purchase shall be necessary to pre-
vent loss upon a debt previously contracted in good
faith; and stock so purchased or acquired shall, within
six months from the time of its purchase, be sold or dis-
posed of at public or private sale; or, in default thereof,

a receiver may be appointed to close up the business of
the association, according to section 192 of this title.’’

§ 84. Lending limits

(a) Total loans and extensions of credit
(1) The total loans and extensions of credit by

a national banking association to a person out-
standing at one time and not fully secured, as
determined in a manner consistent with para-
graph (2) of this subsection, by collateral having
a market value at least equal to the amount of
the loan or extension of credit shall not exceed
15 per centum of the unimpaired capital and un-
impaired surplus of the association.

(2) The total loans and extensions of credit by
a national banking association to a person out-
standing at one time and fully secured by read-
ily marketable collateral having a market
value, as determined by reliable and continu-
ously available price quotations, at least equal
to the amount of the funds outstanding shall not
exceed 10 per centum of the unimpaired capital
and unimpaired surplus of the association. This
limitation shall be separate from and in addi-
tion to the limitation contained in paragraph (1)
of this subsection.

(b) Definitions
For the purposes of this section—

(1) the term ‘‘loans and extensions of credit’’
shall include all direct or indirect advances of
funds to a person made on the basis of any ob-
ligation of that person to repay the funds or
repayable from specific property pledged by or
on behalf of the person and, to the extent spec-
ified by the Comptroller of the Currency, such
term shall also include any liability of a na-
tional banking association to advance funds to
or on behalf of a person pursuant to a contrac-
tual commitment; and

(2) the term ‘‘person’’ shall include an indi-
vidual, sole proprietorship, partnership, joint
venture, association, trust, estate, business
trust, corporation, sovereign government or
agency, instrumentality, or political subdivi-
sion thereof, or any similar entity or organiza-
tion.

(c) Exceptions
The limitations contained in subsection (a) of

this section shall be subject to the following ex-
ceptions:

(1) Loans or extensions of credit arising from
the discount of commercial or business paper
evidencing an obligation to the person nego-
tiating it with recourse shall not be subject to
any limitation based on capital and surplus.

(2) The purchase of bankers’ acceptances of
the kind described in section 372 of this title
and issued by other banks shall not be subject
to any limitation based on capital and surplus.

(3) Loans and extensions of credit secured by
bills of lading, warehouse receipts, or similar
documents transferring or securing title to
readily marketable staples shall be subject to
a limitation of 35 per centum of capital and
surplus in addition to the general limitations
if the market value of the staples securing
each additional loan or extension of credit at
all times equals or exceeds 115 per centum of
the outstanding amount of such loan or exten-
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sion of credit. The staples shall be fully cov-
ered by insurance whenever it is customary to
insure such staples.

(4) Loans or extensions of credit secured by
bonds, notes, certificates of indebtedness, or
Treasury bills of the United States or by other
such obligations fully guaranteed as to prin-
cipal and interest by the United States shall
not be subject to any limitation based on cap-
ital and surplus.

(5) Loans or extensions of credit to or se-
cured by unconditional takeout commitments
or guarantees of any department, agency, bu-
reau, board, commission, or establishment of
the United States or any corporation wholly
owned directly or indirectly by the United
States shall not be subject to any limitation
based on capital and surplus.

(6) Loans or extensions of credit secured by
a segregated deposit account in the lending
bank shall not be subject to any limitation
based on capital and surplus.

(7) Loans or extensions of credit to any fi-
nancial institution or to any receiver, con-
servator, superintendent of banks, or other
agent in charge of the business and property of
such financial institution, when such loans or
extensions of credit are approved by the Comp-
troller of the Currency, shall not be subject to
any limitation based on capital and surplus.

(8)(A) Loans and extensions of credit arising
from the discount of negotiable or nonnego-
tiable installment consumer paper which car-
ries a full recourse endorsement or uncondi-
tional guarantee by the person transferring
the paper shall be subject under this section to
a maximum limitation equal to 25 per centum
of such capital and surplus, notwithstanding
the collateral requirements set forth in sub-
section (a)(2) of this section.

(B) If the bank’s files or the knowledge of its
officers of the financial condition of each
maker of such consumer paper is reasonably
adequate, and an officer of the bank des-
ignated for that purpose by the board of direc-
tors of the bank certifies in writing that the
bank is relying primarily upon the responsibil-
ity of each maker for payment of such loans or
extensions of credit and not upon any full or
partial recourse endorsement or guarantee by
the transferor, the limitations of this section
as to the loans or extensions of credit of each
such maker shall be the sole applicable loan
limitations.

(9)(A) Loans and extensions of credit secured
by shipping documents or instruments trans-
ferring or securing title covering livestock or
giving a lien on livestock when the market
value of the livestock securing the obligation
is not at any time less than 115 per centum of
the face amount of the note covered, shall be
subject under this section, notwithstanding
the collateral requirements set forth in sub-
section (a)(2) of this section, to a maximum
limitation equal to 25 per centum of such cap-
ital and surplus.

(B) Loans and extensions of credit which
arise from the discount by dealers in dairy
cattle of paper given in payment for dairy cat-
tle, which paper carries a full recourse en-
dorsement or unconditional guarantee of the

seller, and which are secured by the cattle
being sold, shall be subject under this section,
notwithstanding the collateral requirements
set forth in subsection (a)(2) of this section, to
a limitation of 25 per centum of such capital
and surplus.

(10) Loans or extensions of credit to the Stu-
dent Loan Marketing Association shall not be
subject to any limitation based on capital and
surplus.

(d) Authority of Comptroller of the Currency
(1) The Comptroller of the Currency may pre-

scribe rules and regulations to administer and
carry out the purposes of this section, including
rules or regulations to define or further define
terms used in this section and to establish lim-
its or requirements other than those specified in
this section for particular classes or categories
of loans or extensions of credit.

(2) The Comptroller of the Currency also shall
have authority to determine when a loan puta-
tively made to a person shall for purposes of this
section be attributed to another person.

(R.S. § 5200; June 22, 1906, ch. 3516, 34 Stat. 451;
Sept. 24, 1918, ch. 176, § 6, 40 Stat. 967; Oct. 22,
1919, ch. 79, § 1, 41 Stat. 296; Feb. 25, 1927, ch. 191,
§ 10, 44 Stat. 1229; May 20, 1933, ch. 35, § 1, 48 Stat.
73; June 16, 1933, ch. 89, § 26(a), 48 Stat. 191; Aug.
23, 1935, ch. 614, title III, § 321(b), 49 Stat. 713;
June 11, 1942, ch. 404, § 8, 56 Stat. 356; July 15,
1949, ch. 338, title VI, § 602(b), 63 Stat. 440; July
22, 1937, ch. 517, § 15(a), as added Aug. 14, 1946, ch.
964, § 5, 60 Stat. 1079; amended Pub. L. 85–748,
§ 1(c), Aug. 25, 1958, 72 Stat. 841; Pub. L. 86–251,
§ 3, Sept. 9, 1959, 73 Stat. 488; Pub. L. 87–723,
§ 4(c)(4), Sept. 28, 1962, 76 Stat. 672; Pub. L. 90–19,
§ 27(b), May 25, 1967, 81 Stat. 29; Pub. L. 92–318,
title I, § 133(c)(2), June 23, 1972, 86 Stat. 270; Pub.
L. 97–320, title IV, § 401(a), Oct. 15, 1982, 96 Stat.
1508; Pub. L. 97–457, § 17(a), Jan. 12, 1983, 96 Stat.
2509.)

REFERENCES IN TEXT

Section 372 of this title, referred to in subsec. (c)(2),
was in the original a reference to ‘‘section 13 of the
Federal Reserve Act’’. Provisions of section 13 describ-
ing bankers’ acceptances are classified to section 372 of
this title. Other provisions of section 13 are classified
to sections 342 to 347, 347c, 347d of this title.

CODIFICATION

R.S. § 5200 derived from act June 3, 1864, ch. 106, § 29,
13 Stat. 108, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1983—Subsec. (b)(1). Pub. L. 97–457 inserted a comma
before ‘‘to the extent specified by the Comptroller of
the Currency’’.

1982—Pub. L. 97–320 amended section generally. Prior
to amendment, section read as follows: ‘‘The total obli-
gations to any national banking association of any per-
son, copartnership, association, or corporation shall at
no time exceed 10 per centum of the amount of the cap-
ital stock of such association actually paid in and un-
impaired and 10 per centum of its unimpaired surplus
fund. The term ‘obligations’ shall mean the direct li-
ability of the maker or acceptor of paper discounted
with or sold to such association and the liability of the
indorser, drawer, or guarantor who obtains a loan from
or discounts paper with or sells paper under his guar-
anty to such association and shall include in the case
of obligations of a copartnership or association the ob-
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ligations of the several members thereof and shall in-
clude in the case of obligations of a corporation all ob-
ligations of all subsidiaries thereof in which such cor-
poration owns or controls a majority interest. Such
limitation of 10 per centum shall be subject to the fol-
lowing exceptions:

‘‘(1) Obligations in the form of drafts or bills of ex-
change drawn in good faith against actually existing
values shall not be subject under this section to any
limitation based upon such capital and surplus.

‘‘(2) Obligations arising out of the discount of com-
mercial or business paper actually owned by the per-
son, copartnership, association, or corporation nego-
tiating the same shall not be subject under this sec-
tion to any limitation based upon such capital and
surplus.

‘‘(3) Obligations drawn in good faith against actu-
ally existing values and secured by goods or commod-
ities in process of shipment shall not be subject under
this section to any limitation based upon such cap-
ital and surplus.

‘‘(4) Obligations as indorser or guarantor of notes,
other than commercial or business paper excepted
under paragraph (2) of this section, having a maturity
of not more than six months, and owned by the per-
son, corporation, association, or copartnership in-
dorsing and negotiating the same, shall be subject
under this section to a limitation of 15 per centum of
such capital and surplus in addition to such 10 per
centum of such capital and surplus.

‘‘(5) Obligations in the form of banker’s acceptances
of other banks of the kind described in section 372 of
this title shall not be subject under this section to
any limitation based upon such capital and surplus.

‘‘(6) Obligations of any person, copartnership, asso-
ciation or corporation, in the form of notes or drafts
secured by shipping documents, warehouse receipts or
other such documents transferring or securing title
covering readily marketable nonperishable staples
when such property is fully covered by insurance, if
it is customary to insure such staples, shall be sub-
ject under this section to a limitation of 15 per cen-
tum of such capital and surplus in addition to such 10
per centum of such capital and surplus when the mar-
ket value of such staples securing such obligation is
not at any time less than 115 per centum of the face
amount of such obligation, and to an additional in-
crease of limitation of 5 per centum of such capital
and surplus in addition to such 25 per centum of such
capital and surplus when the market value of such
staples securing such additional obligation is not at
any time less than 120 per centum of the face amount
of such additional obligation, and to a further addi-
tional increase of limitation of 5 per centum of such
capital and surplus in addition to such 30 per centum
of such capital and surplus when the market value of
such staples securing such additional obligation is
not at any time less than 125 per centum of the face
amount of such additional obligation, and to a fur-
ther additional increase of limitation of 5 per centum
of such capital and surplus in addition to such 35 per
centum of such capital and surplus when the market
value of such staples securing such additional obliga-
tion is not at any time less than 130 per centum of
the face amount of such additional obligation, and to
a further additional increase of limitation of 5 per
centum of such capital and surplus in addition to
such 40 per centum of such capital and surplus when
the market value of such staples securing such addi-
tional obligation is not at any time less than 135 per
centum of the face amount of such additional obliga-
tion, and to a further additional increase of limita-
tion of 5 per centum of such capital and surplus in ad-
dition to such 45 per centum of such capital and sur-
plus when the market value of such staples securing
such additional obligation is not at any time less
than 140 per centum of the face amount of such addi-
tional obligation, but this exception shall not apply
to obligations of any one person, copartnership, asso-
ciation, or corporation arising from the same trans-

actions and/or secured by the identical staples for
more than ten months. Obligations of any person, co-
partnership, association, or corporation in the form
of notes or drafts secured by shipping documents,
warehouse receipts, or other such documents trans-
ferring or securing title covering refrigerated or fro-
zen readily marketable staples when such property is
fully covered by insurance, shall be subject under this
section to a limitation of 15 per centum of such cap-
ital and surplus in addition to such 10 per centum of
such capital and surplus when the market value of
such staples securing such obligation is not at any
time less than 115 per centum of the face amount of
such additional obligation, but this exception shall
not apply to obligations of any one person, copartner-
ship, association or corporation arising from the
same transactions and/or secured by the identical
staples for more than six months.

‘‘(7) Obligations of any person, copartnership, asso-
ciation, or corporation in the form of notes or drafts
secured by shipping documents or instruments trans-
ferring or securing title covering livestock or giving
a lien on livestock when the market value of the live-
stock securing the obligation is not at any time less
than 115 per centum of the face amount of the notes
covered by such documents shall be subject under
this section to a limitation of 15 per centum of such
capital and surplus in addition to such 10 per centum
of such capital and surplus. Obligations arising out of
the discount by dealers in dairy cattle of paper given
in payment for dairy cattle, which bear a full re-
course endorsement or unconditional guarantee of
the seller and are secured by the cattle being sold,
shall be subject under this section to a limitation of
15 per centum of such capital and surplus in addition
to such 10 per centum of such capital and surplus.

‘‘(8) Obligations of any person, copartnership, asso-
ciation, or corporation secured by not less than a like
amount of bonds or notes of the United States issued
since April 24, 1917, or certificates of indebtedness of
the United States, Treasury bills of the United
States, or obligations fully guaranteed both as to
principal and interest by the United States, shall (ex-
cept to the extent permitted by rules and regulations
prescribed by the Comptroller of the Currency, with
the approval of the Secretary of the Treasury) be sub-
ject under this section to a limitation of 15 per cen-
tum of such capital and surplus in addition to such 10
per centum of such capital and surplus.

‘‘(9) Obligations representing loans to any national
banking association or to any banking institution or-
ganized under the laws of any State, or to any re-
ceiver, conservator, or superintendent of banks, or to
any other agent, in charge of the business and prop-
erty of any such association or banking institution,
when such loans are approved by the Comptroller of
the Currency, shall not be subject under this section
to any limitation based upon such capital and sur-
plus.

‘‘(10) Obligations shall not be subject under this
section to any limitation based upon such capital and
surplus to the extent that such obligations are se-
cured or covered by guaranties, or by commitments
or agreements to take over or to purchase, made by
any Federal Reserve bank or by the United States or
any department, bureau, board, commission, or estab-
lishment of the United States, including any corpora-
tion wholly owned directly or indirectly by the
United States: Provided, That such guaranties, agree-
ments, or commitments are unconditional and must
be performed by payment of cash or its equivalent
within sixty days after demand. The Comptroller of
the Currency is authorized to define the terms herein
used if and when he may deem it necessary.

‘‘(11) Obligations of a local public agency (as de-
fined in section 110(h) of the Housing Act of 1949 [42
U.S.C. 1460(h)]) or of a public housing agency (as de-
fined in the United States Housing Act of 1937, as
amended [42 U.S.C. 1437 et seq.]) which have a matu-
rity of not more than eighteen months shall not be
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subject under this section to any limitation, if such
obligations are secured by an agreement between the
obligor agency and the Secretary of Housing and
Urban Development in which the agency agrees to
borrow from the Secretary, and the Secretary agrees
to lend to the agency, prior to the maturity of such
obligations, monies in an amount which (together
with any other monies irrevocably committed to the
payment of interest on such obligations) will suffice
to pay the principal of such obligations with interest
to maturity, which monies under the terms of said
agreement are required to be used for that purpose.

‘‘(12) Obligations insured by the Secretary of Agri-
culture pursuant to the Bankhead-Jones Farm Ten-
ant Act, as amended [7 U.S.C. 1000 et seq.], or the Act
of August 28, 1937, as amended (relating to the con-
servation of water resources), or title V of the Hous-
ing Act of 1949 [42 U.S.C. 1471 et seq.], shall be subject
under this section to a limitation of 15 per centum of
such capital and surplus in addition to such 10 per
centum of such capital and surplus.

‘‘(13) Obligations as endorser or guarantor of nego-
tiable or nonnegotiable installment consumer paper
which carries a full recourse endorsement or uncondi-
tional guarantee by the person, copartnership, asso-
ciation, or corporation transferring the same, shall
be subject under this section to a limitation of 15 per
centum of such capital and surplus in addition to
such 10 per centum of such capital and surplus: Pro-
vided, however, That if the bank’s files or the knowl-
edge of its officers of the financial condition of each
maker of such obligations is reasonably adequate,
and upon certification by an officer of the bank des-
ignated for that purpose by the board of directors of
the bank, that the responsibility of each maker of
such obligations has been evaluated and the bank is
relying primarily upon each such maker for the pay-
ment of such obligations, the limitations of this sec-
tion as to the obligations of each such maker shall be
the sole applicable loan limitation: Provided further,
That such certification shall be in writing and shall
be retained as part of the records of such bank.

‘‘(14) Obligations of the Student Loan Marketing
Association shall not be subject to any limitation
based upon such capital and surplus.’’
1972—Par. (14). Pub. L. 92–318 added par. (14).
1967—Par. (11). Pub. L. 90–19 substituted ‘‘Secretary of

Housing and Urban Development’’ for ‘‘Housing and
Home Finance Administrator or the Public Housing
Administration’’ and ‘‘Secretary’’ for ‘‘Administrator
or Administration’’ wherever appearing, respectively.

1962—Par. (12). Pub. L. 87–723 inserted ‘‘or title V of
the Housing Act of 1949’’ before ‘‘shall be subject under
this section’’.

1959—Par. (6). Pub. L. 86–251, § 3(a), substituted ‘‘se-
cured by’’ for ‘‘secured upon’’ and inserted exception
with respect to obligations secured by documents
transferring or securing title covering refrigerated or
frozen readily marketable staples.

Par. (7). Pub. L. 86–251, § 3(b), inserted exception with
respect to obligations arising out of the discount by
dealers in dairy cattle of paper given in payment for
dairy cattle.

Par. (8). Pub. L. 86–251, § 3(c), struck out ‘‘in the form
of notes’’ after ‘‘corporation’’.

Par. (13). Pub. L. 86–251, § 3(d), added par. (13).
1958—Par. (12). Pub. L. 85–748 amended section 15(a) of

act July 22, 1937, as added by act Aug. 14, 1946, by in-
serting sentence amending R.S. § 5200 by adding par.
(12).

1949—Par. (11). Act July 15, 1949, added par. (11).
1942—Par. (10). Act June 11, 1942, added par. (10).
1935—Par. (8). Act Aug. 23, 1935, inserted ‘‘Treasury

bills of the United States, or obligations fully guaran-
teed both as to principal and interest by the United
States’’.

1933—Par. (1). Act June 16, 1933, inserted provision re-
lating to obligations of a corporation and its subsidi-
aries in second sentence.

Par. (9). Act May 20, 1933, added par. (9).

1927—Act Feb. 25, 1927, reenacted section, subdividing
it into eight numbered exceptions.

EFFECTIVE DATE OF 1982 AMENDMENT

Section 401(b) of Pub. L. 97–320 provided that: ‘‘This
section [amending this section] shall take effect upon
the expiration of one hundred and eighty days after the
date of its enactment [Oct. 15, 1982].’’

REPEALS

Repealing provisions of Consolidated Farmers Home
Administration Act of 1961 as not having the effect of
repealing the amendment to this section enacted by act
July 22, 1937, § 15(a), as added Aug. 14, 1946, see section
341(a) of Pub. L. 87–128, title III, Aug. 8, 1961, 75 Stat.
318, set out as a note under section 1921 of Title 7, Agri-
culture.

SAVINGS PROVISION

Section 26(b) of act June 16, 1933, provided: ‘‘The
amendment made by this section [amending this sec-
tion] shall not apply to such obligations of subsidiaries
held by such association on the date this section takes
effect.’’

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

APPLICATION TO DISTRICT OF COLUMBIA

Provisions of this section were made applicable to
banks, etc., in the District of Columbia by act Mar. 4,
1933, ch. 274, § 3, 47 Stat. 1567.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 345, 375b, 1464 of
this title.

§ 85. Rate of interest on loans, discounts and pur-
chases

Any association may take, receive, reserve,
and charge on any loan or discount made, or
upon any notes, bills of exchange, or other evi-
dences of debt, interest at the rate allowed by
the laws of the State, Territory, or District
where the bank is located, or at a rate of 1 per
centum in excess of the discount rate on ninety-
day commercial paper in effect at the Federal
reserve bank in the Federal reserve district
where the bank is located, whichever may be the
greater, and no more, except that where by the
laws of any State a different rate is limited for
banks organized under State laws, the rate so
limited shall be allowed for associations orga-
nized or existing in any such State under title 62
of the Revised Statutes. When no rate is fixed by
the laws of the State, or Territory, or District,
the bank may take, receive, reserve, or charge a
rate not exceeding 7 per centum, or 1 per centum
in excess of the discount rate on ninety day
commercial paper in effect at the Federal re-
serve bank in the Federal reserve district where
the bank is located, whichever may be the great-
er, and such interest may be taken in advance,
reckoning the days for which the note, bill, or
other evidence of debt has to run. The maximum
amount of interest or discount to be charged at
a branch of an association located outside of the
States of the United States and the District of
Columbia shall be at the rate allowed by the
laws of the country, territory, dependency, prov-
ince, dominion, insular possession, or other po-
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litical subdivision where the branch is located.
And the purchase, discount, or sale of a bona
fide bill of exchange, payable at another place
than the place of such purchase, discount, or
sale, at not more than the current rate of ex-
change for sight drafts in addition to the inter-
est, shall not be considered as taking or receiv-
ing a greater rate of interest.

(R.S. § 5197; June 16, 1933, ch. 89, § 25, 48 Stat. 191;
Aug. 23, 1935, ch. 614, title III, § 314, 49 Stat. 711;
Pub. L. 93–501, title II, § 201, Oct. 29, 1974, 88 Stat.
1558; Pub. L. 96–104, title I, § 101, Nov. 5, 1979, 93
Stat. 789; Pub. L. 96–161, title II, § 201, Dec. 28,
1979, 93 Stat. 1235; Pub. L. 96–221, title V, § 529,
Mar. 31, 1980, 94 Stat. 168.)

REFERENCES IN TEXT

Title 62 of the Revised Statutes, referred to in text,
was in the original ‘‘this Title’’ meaning title LXII of
the Revised Statutes, consisting of R.S. §§ 5133 to 5244,
which are classified to sections 21, 22 to 24a, 25a, 26, 27,
29, 35 to 37, 39, 43, 52, 53, 55 to 57, 59 to 62, 66, 71, 72 to
76, 81, 83 to 86, 90, 91, 93, 93a, 94, 141 to 144, 161, 164, 181,
182, 192 to 194, 196, 215c, 481 to 485, 501, 541, 548, and 582
of this title. See, also, sections 8, 333, 334, 475, 656, 709,
1004, and 1005 of Title 18, Crimes and Criminal Proce-
dure. For complete classification of R.S. §§ 5133 to 5244
to the Code, see Tables.

CODIFICATION

R.S. § 5197 derived from act June 3, 1864, ch. 106, § 30,
13 Stat. 108, which was the National Bank Act. See sec-
tion 38 of this title.

Section 201 of Pub. L. 96–161, cited as a credit to this
section, was repealed by section 529 of Pub. L. 96–221,
effective at the close of Mar. 31, 1980. The amendment
of this section by that repealed provision, described in
the 1979 Amendments note below, shall continue in ef-
fect for limited purposes pursuant to section 529. See
Savings Provisions note, describing the provisions of
section 529 of Pub. L. 96–221, set out below.

Section 101 of Pub. L. 96–104, cited as a credit to this
section, was repealed by section 212 of Pub. L. 96–161,
effective at the close of Dec. 27, 1979. The amendment
of this section by that repealed provision, described in
the 1979 Amendments note below, shall continue in ef-
fect for limited purposes pursuant to section 212 of Pub.
L. 96–161. See Savings Provisions note, describing the
provisions of section 212 of Pub. L. 96–161, set out below.
The amendment by Pub. L. 96–104, § 101, was duplicated
with identical language in the amendment made by
Pub. L. 96–161, § 201. See 1979 Amendments note below.

Section 201 of Pub. L. 93–501, cited as a credit to this
section, was repealed by Pub. L. 96–104, § 1, Nov. 5, 1979,
93 Stat. 789. The amendment of this section by that re-
pealed provision, described in the 1974 Amendment note
set out under this section, was duplicated in 1979 with
identical language under section 101 of Pub. L. 96–104.
See 1979 Amendments note below.

AMENDMENTS

1980—Pub. L. 96–221 repealed Pub. L. 96–104 and title
II of Pub. L. 96–161, resulting in the striking out of ‘‘or
in the case of business or agricultural loans in the
amount of $25,000 or more, at a rate of 5 per centum in
excess of the discount rate on ninety-day commercial
paper in effect at the Federal Reserve bank in the Fed-
eral Reserve district where the bank is located,’’ before
‘‘whichever may be the greater’’ in two places. See
Codification and 1979 Amendment notes under this sec-
tion.

1979—Pub. L. 96–161 inserted provisions relating to a
5 per centum interest rate on business or agricultural
loans in the amount of $25,000 or more that were iden-
tical to provisions inserted earlier by Pub. L. 96–104.
See Codification note above.

Pub. L. 96–104 substituted ‘‘or in the case of business
or agricultural loans in the amount of $25,000 or more,

at a rate of 5 per centum in excess of the discount rate
on ninety-day commercial paper in effect at the Fed-
eral Reserve bank in the Federal Reserve district where
the bank is located, whichever may be the greater’’ for
‘‘whichever may be the greater’’ in two places. See
Codification note above.

1974—Pub. L. 93–501 substituted ‘‘or in the case of
business or agricultural loans in the amount of $25,000
or more, at a rate of 5 per centum in excess of the dis-
count rate on ninety-day commercial paper in effect at
the Federal Reserve bank in the Federal Reserve dis-
trict where the bank is located, whichever may be the
greater’’ for ‘‘whichever may be the greater’’ in two
places.

1935—Act Aug. 23, 1935, inserted third sentence.
1933—Act June 16, 1933, authorized interest at the al-

ternative rate of 1 per centum in excess of the discount
rate on ninety-day commercial paper in effect at the
federal reserve bank in the Federal Reserve district
where the bank is located if greater.

EFFECTIVE DATE OF 1980 AMENDMENT

Section 529 of Pub. L. 96–221 provided that the amend-
ment made by that section is effective at the close of
Mar. 31, 1980.

EFFECTIVE DATE OF 1979 AMENDMENTS

Section 207 of Pub. L. 96–161, which provided that
amendment by Pub. L. 96–161 was applicable to loans
made in any State during the period beginning on Dec.
28, 1979, and ending on the earliest of (1) in the case of
a State statute, July 1, 1980; (2) the date, after Dec. 28,
1979, on which such State adopts a law stating in sub-
stance that such State does not want the amendment
of this section made by Pub. L. 96–161 to apply with re-
spect to loans made in such State; or (3) the date on
which such State certifies that the voters of such
State, after Dec. 28, 1979, have voted in favor of, or to
retain, any law, provision of the constitution of such
State, or amendment to the constitution of such State
which prohibits the charging of interest at the rates
provided in the amendment of this section by Pub. L.
96–161, was repealed by Pub. L. 96–221, title V, § 529, Mar.
31, 1980, 94 Stat. 168.

Section 107 of Pub. L. 96–104, which provided that
amendment by Pub. L. 96–104 was applicable to loans
made by any State during the period beginning on Nov.
5, 1979, and ending on the earlier of July 1, 1981, or the
date after Nov. 5, 1979, on which such State adopts a
law stating in substance that such State does not want
the amendment of this section to apply with respect to
loans made in such State, or the date on which such
State certifies that the voters of such State have voted
in favor of, or to retain, any law, provision of the con-
stitution of such State, or amendment of the constitu-
tion of such State, which prohibits the charging of in-
terest at the rates provided in the amendment of this
section, was repealed by Pub. L. 96–161, title II, § 212,
Dec. 28, 1979, 93 Stat. 1239.

EFFECTIVE AND TERMINATION DATES OF 1974
AMENDMENT

Section 206 of Pub. L. 93–501, which provided that
amendment by Pub. L. 93–501 applicable to loans made
in any state after Oct. 29, 1974, but prior to the earlier
of July 1, 1977, or the date (after Oct. 29, 1974) of enact-
ment by the state of a law prohibiting the charging of
interest at the rates provided in the amendment of this
section, was repealed by Pub. L. 96–104, § 1, Nov. 5, 1979,
93 Stat. 789.

SAVINGS PROVISIONS

Section 529 of Pub. L. 96–221 provided in part that,
notwithstanding the repeal of Pub. L. 96–104 and title II
of Pub. L. 96–161, the provisions added to this section by
those repealed laws shall continue to apply to any loan
made, any deposit made, or any obligation issued in
any State during any period when those provisions
were in effect in such State.
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Section 212 of Pub. L. 96–161 provided in part that,
notwithstanding the repeal, effective at the close of
Dec. 27, 1979, of Pub. L. 96–104 [which had enacted sec-
tions 86a, 371b–1, 1730e, and 1831a of this title, amended
sections 85, 1425b, and 1828 of this title and section 687
of Title 15, Commerce and Trade, repealed sections
371b–1, 1730e, and 1831a of this title and notes set out
under sections 371b–1 and 1831a of this title, and en-
acted provisions set out as notes under this section and
sections 86a, 371b–1, and 1831a of this title], the amend-
ment which had been made by title I of Pub. L. 96–104
and the provisions of that title would continue to apply
to any loan made in any State on or after Nov. 5, 1979,
but prior to the repeal of Pub. L. 96–104, and that the
amendments made by title II of Pub. L. 96–104 would
continue to apply to any deposit made or obligation is-
sued in any State on or after Nov. 5, 1979, but prior to
the repeal of Pub. L. 96–104.

Section 1 of Pub. L. 96–104 provided in part that, not-
withstanding the repeal of titles II and III of Pub. L.
93–501 [which had enacted sections 371b–1, 1730e, and
1831a of this title, amended sections 85, 1425b, and 1828
of this title, and section 687 of Title 15, Commerce and
Trade, and enacted provisions set out as notes under
sections 371b–1 and 1831a of this title], the amendments
which had been made by title II of that Act and the
provisions of such title would continue to apply to any
loan made in any State during the period specified in
section 206 of such Act [set out as a note under section
1831a of this title] and that the amendments which had
been made by title III of such Act would continue to
apply to any deposit made or obligation issued in any
State during the period specified in section 304 of such
Act [set out as a note under section 371b–1 of this title].

CHOICE OF HIGHEST APPLICABLE INTEREST RATE

In any case in which one or more provisions of, or
amendments made by, title V of Pub. L. 96–221 [enact-
ing sections 86a, 1730g, 1735f–7a, 1785(g), and 1831d of this
title and section 687(i) of Title 15, Commerce and Trade,
and enacting provisions set out as notes under sections
86a, 1730g, and 1735f–7 of this title], section 1735f–7 of
this title, or any other provisions of law, including this
section, apply with respect to the same loan, mortgage,
credit sale, or advance, such loan, mortgage, credit
sale, or advance may be made at the highest applicable
rate, see section 528 of Pub. L. 96–221, set out as a note
under section 1735f–7a of this title.

STATES HAVING CONSTITUTIONAL PROVISIONS
REGARDING MAXIMUM INTEREST RATES

Section 213 of Pub. L. 96–161 provided that the provi-
sions of title II of Pub. L. 96–161, which amended this
section, repealed provisions which had formerly amend-
ed this section, and enacted provisions set out as notes
under this section, to continue to apply until July 1,
1981, in the case of any State having a constitutional
provision regarding maximum interest rates.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 86, 1831u of this
title.

§ 86. Usurious interest; penalty for taking; limita-
tions

The taking, receiving, reserving, or charging a
rate of interest greater than is allowed by sec-
tion 85 of this title, when knowingly done, shall
be deemed a forfeiture of the entire interest
which the note, bill, or other evidence of debt
carries with it, or which has been agreed to be
paid thereon. In case the greater rate of interest
has been paid, the person by whom it has been
paid, or his legal representatives, may recover
back, in an action in the nature of an action of
debt, twice the amount of the interest thus paid
from the association taking or receiving the

same: Provided, That such action is commenced
within two years from the time the usurious
transaction occurred.

(R.S. § 5198.)

CODIFICATION

R.S. § 5198 (less last sentence) derived from act June
3, 1864, ch. 106, § 30, 13 Stat. 108, which was the National
Bank Act. See section 38 of this title.

Section is based on R.S. § 5198, less last sentence as
added by act Feb. 18, 1875, ch. 80, § 1, 18 Stat. 320, which
is classified to section 94 of this title.

§ 86a. Omitted

CODIFICATION

Section, Pub. L. 96–221, title V, § 511, Mar. 31, 1980, 94
Stat. 164; Pub. L. 96–399, title III, § 324(b), (d), Oct. 8,
1980, 94 Stat. 1648, which authorized interest on busi-
ness or agricultural loans of $1,000 or more at a rate of
not more than 5 per centum in excess of the discount
rate, was omitted pursuant to section 512 of Pub. L.
96–221 which made these provisions applicable only with
respect to such loans made in any State during the pe-
riod beginning on April 1, 1980, and ending on the ear-
lier of (1) April 1, 1983, or (2) the date, on or after April
1, 1980, on which such State adopts a law or certifies
that the voters of such State have voted in favor of any
provision, constitutional or otherwise, which states ex-
plicitly that such State does not want these provisions
to apply with respect to loans made in such State.

A prior section 86a, Pub. L. 96–161, title II, § 205, Dec.
28, 1979, 93 Stat. 1237, similar to this section as enacted
by Pub. L. 96–221, was repealed by section 529 of Pub. L.
96–221, effective at the close of Mar. 31, 1980, except that
its provisions would continue to apply to any loan
made, any deposit made, or any obligation issued in
any State during any period when that section was in
effect in such State. For the effective date provisions
relating to the prior section 86a, see section 207 of Pub.
L. 96–161.

Another prior section 86a, Pub. L. 96–104, title I, § 105,
Nov. 5, 1979, 93 Stat. 791, identical to this section as en-
acted by Pub. L. 96–161, was repealed by section 212 of
Pub. L. 96–161, effective at the close of Dec. 27, 1979, ex-
cept that its provisions would continue to apply to
loans made in any State on or after Nov. 5, 1979, but
prior to such repeal.

Section 301 of Pub. L. 96–104, which limited the appli-
cability of Pub. L. 96–104 to those States having a con-
stitutional provision that all contracts for a greater
rate of interest than 10 per centum per annum are void
as to both principal and interest, was repealed by sec-
tion 212 of Pub. L. 96–161, effective at the close of Dec.
27, 1979.

§§ 87 to 89. Repealed. Pub. L. 103�325, title VI,
§ 602(e)(2)�(4), Sept. 23, 1994, 108 Stat. 2291

Section 87, R.S. § 5203, related to restriction on use by
bank of its circulating notes.

Section 88, R.S. § 5206, related to restriction on use by
bank of notes of other banks.

Section 89, R.S. § 5196, related to duty of bank to re-
ceive circulating notes of other banks in payment of
debts.

§ 90. Depositaries of public moneys and financial
agents of Government

All national banking associations, designated
for that purpose by the Secretary of the Treas-
ury, shall be depositaries of public money, under
such regulations as may be prescribed by the
Secretary; and they may also be employed as fi-
nancial agents of the Government; and they
shall perform all such reasonable duties, as de-
positaries of public money and financial agents
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of the Government, as may be required of them.
The Secretary of the Treasury shall require the
associations thus designated to give satisfactory
security, by the deposit of United States bonds
and otherwise, for the safe-keeping and prompt
payment of the public money deposited with
them, and for the faithful performance of their
duties as financial agents of the Government:
Provided, That the Secretary shall, on or before
the 1st of January of each year, make a public
statement of the securities required during that
year for such deposits. And every association so
designated as receiver or depositary of the pub-
lic money shall take and receive at par all of the
national currency bills, by whatever association
issued, which have been paid into the Govern-
ment for internal revenue, or for loans or
stocks: Provided, That the Secretary of the
Treasury shall distribute the deposits herein
provided for, as far as practicable, equitably be-
tween the different States and sections.

Any national banking association may, upon
the deposit with it of any funds by any State or
political subdivision thereof or any agency or
other governmental instrumentality of one or
more States or political subdivisions thereof, in-
cluding any officer, employee, or agent thereof
in his official capacity, give security for the
safekeeping and prompt payment of the funds so
deposited to the same extent and of the same
kind as is authorized by the law of the State in
which such association is located in the case of
other banking institutions in the State.

Any national banking association may, upon
the deposit with it of any funds by any federally
recognized Indian tribe, or any officer, em-
ployee, or agent thereof in his or her official ca-
pacity, give security for the safekeeping and
prompt payment of the funds so deposited by the
deposit of United States bonds and otherwise as
may be prescribed by the Secretary of the Treas-
ury for public funds under the first paragraph of
this section.

Notwithstanding the Federal Property and Ad-
ministrative Services Act of 1949, as amended,
the Secretary may select associations as finan-
cial agents in accordance with any process the
Secretary deems appropriate and their reason-
able duties may include the provision of elec-
tronic benefit transfer services (including State-
administered benefits with the consent of the
States), as defined by the Secretary.

(R.S. § 5153; Mar. 3, 1901, ch. 871, 31 Stat. 1448;
Mar. 4, 1907, ch. 2913, § 3, 34 Stat. 1290; Dec. 23,
1913, ch. 6, § 27, 38 Stat. 274; Aug. 4, 1914, ch. 225,
38 Stat. 682; June 25, 1930, ch. 604, 46 Stat. 809;
Aug. 18, 1950, ch. 754, 64 Stat. 463; Pub. L. 96–153,
title III, § 323(f), Dec. 21, 1979, 93 Stat. 1120; Pub.
L. 104–208, div. A, title I, § 101(f) [§ 2(1)], Sept. 30,
1996, 110 Stat. 3009–314, 3009–386.)

REFERENCES IN TEXT

The Federal Property and Administrative Services
Act of 1949, referred to in text, is act June 30, 1949, ch.
288, 63 Stat. 377, as amended. Except for title III of the
Act, which is classified generally to subchapter IV (§ 251
et seq.) of chapter 4 of Title 41, Public Contracts, the
Act was repealed and reenacted by Pub. L. 107–217, §§ 1,
6(b), Aug. 21, 2002, 116 Stat. 1062, 1304, as chapters 1 to
11 of Title 40, Public Buildings, Property, and Works.

CODIFICATION

R.S. § 5153 derived from act June 3, 1864, ch. 106, § 45,
13 Stat. 113, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1996—Pub. L. 104–208 added fourth par.
1979—Pub. L. 96–153 added third par.
1950—Act Aug. 18, 1950, permitted national banks to

accept and give security for deposits of funds made by
agencies or governmental instrumentalities or States
or political subdivisions thereof and by their officers,
employees or agents.

1930—Act June 25, 1930, added second par.

§ 91. Transfers by bank and other acts in con-
templation of insolvency

All transfers of the notes, bonds, bills of ex-
change, or other evidences of debt owing to any
national banking association, or of deposits to
its credit; all assignments of mortgages, sureties
on real estate, or of judgments or decrees in its
favor; all deposits of money, bullion, or other
valuable thing for its use, or for the use of any
of its shareholders or creditors; and all pay-
ments of money to either, made after the com-
mission of an act of insolvency, or in contempla-
tion thereof, made with a view to prevent the
application of its assets in the manner pre-
scribed by chapter 4 of title 62 of the Revised
Statutes, or with a view to the preference of one
creditor to another, except in payment of its cir-
culating notes, shall be utterly null and void;
and no attachment, injunction, or execution,
shall be issued against such association or its
property before final judgment in any suit, ac-
tion, or proceeding, in any State, county, or mu-
nicipal court.

(R.S. § 5242.)

REFERENCES IN TEXT

Chapter 4 of title 62 of the Revised Statutes, referred
to in text, was in the original ‘‘this chapter’’, meaning
chapter 4 of title 62 of the Revised Statutes, consisting
of R.S. §§ 5220 to 5244, which are classified to sections 43,
91, 93, 93a, 181, 182, 192 to 194, 196, and 481 to 485 of this
title. See, also, section 709 of Title 18, Crimes and
Criminal Procedure. For complete classification of R.S.
§§ 5220 to 5244 to the Code, see Tables.

CODIFICATION

R.S. § 5242 derived from act June 3, 1864, ch. 106, § 52,
13 Stat. 115, which was the National Bank Act, and act
Mar. 3, 1873, ch. 269, § 2, 17 Stat. 603. See section 38 of
this title.

§ 92. Acting as insurance agent or broker

In addition to the powers now vested by law in
national banking associations organized under
the laws of the United States any such associa-
tion located and doing business in any place the
population of which does not exceed five thou-
sand inhabitants, as shown by the last preceding
decennial census, may, under such rules and reg-
ulations as may be prescribed by the Comptrol-
ler of the Currency, act as the agent for any fire,
life, or other insurance company authorized by
the authorities of the State in which said bank
is located to do business in said State, by solic-
iting and selling insurance and collecting pre-
miums on policies issued by such company; and
may receive for services so rendered such fees or
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commissions as may be agreed upon between the
said association and the insurance company for
which it may act as agent: Provided, however,
That no such bank shall in any case assume or
guarantee the payment of any premium on in-
surance policies issued through its agency by its
principal: And provided further, That the bank
shall not guarantee the truth of any statement
made by an assured in filing his application for
insurance.

(Dec. 23, 1913, ch. 6, § 13 (par.), as added Sept. 7,
1916, ch. 461, 39 Stat. 753; amended Pub. L. 97–320,
title IV, § 403(b), Oct. 15, 1982, 96 Stat. 1511.)

CODIFICATION

Section is based on the eleventh par. of section 13 of
act Dec. 23, 1913, as amended. The eleventh par. con-
stituted the ninth par. of section 13 in 1916 (39 Stat. 752,
753), became the tenth par. in 1923 (42 Stat. 1478), and
became the eleventh par. in 1932 (47 Stat. 715). For fur-
ther details, see Codification notes under sections 342
to 344 of this title.

For decision by U.S. Supreme Court that, despite
faulty placement of quotation marks, act Sept. 7, 1916,
placed within section 13 of act Dec. 23, 1913, each of the
ten pars. located between the phrases that introduced
the amendments to sections 13 and 14 of said act, that
only the seventh par. (rather than seventh to tenth
pars.) comprised the amended R.S. § 5202, and that sec-
tion 20 of act Apr. 5, 1918 (40 Stat. 512) (which amended
R.S. § 5202 comprised of a single par.), did not amend
section 13 of said act so as to repeal the eighth to tenth
pars., see United States National Bank of Oregon v. Inde-
pendent Insurance Agents of America, Inc., et al., 508 U.S.
439, 113 S.Ct. 2173, 124 L.Ed. 2d 402 (1993). As the result
of subsequent amendments, such seventh to tenth pars.
of section 13 now constitute the ninth to twelfth pars.
The ninth par. amended former section 82 of this title,
and the tenth to twelfth pars. are classified to sections
361, 92, and 373, respectively, of this title.

AMENDMENTS

1982—Pub. L. 97–320 struck out ‘‘; and may also act as
the broker or agent for others in making or procuring
loans on real estate located within one hundred miles
of the place in which said bank may be located, receiv-
ing for such services a reasonable fee or commission’’
after ‘‘may act as agent’’ and ‘‘guarantee either the
principal or interest of any such loans or’’ after ‘‘shall
in any case’’.

EFFECTIVE DATE OF 1982 AMENDMENT

Amendment by Pub. L. 97–320 effective upon the expi-
ration of 180 days after Oct. 15, 1982, see section 403(c)
of Pub. L. 97–320, set out as a note under section 371 of
this title.

MORATORIUM

Pub. L. 100–86, title II, § 201(a), (b)(5), Aug. 10, 1987, 101
Stat. 581, 583, provided that, during period beginning
Mar. 6, 1987, and ending Mar. 1, 1988, national banks and
Federal branches or agencies of foreign banks could not
expand their insurance agency activities pursuant to
this section into places where they were not conducting
such activities as of Mar. 5, 1987.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 412 of this title;
title 15 section 6711.

§ 92a. Trust powers

(a) Authority of Comptroller of the Currency
The Comptroller of the Currency shall be au-

thorized and empowered to grant by special per-
mit to national banks applying therefor, when

not in contravention of State or local law, the
right to act as trustee, executor, administrator,
registrar of stocks and bonds, guardian of es-
tates, assignee, receiver, committee of estates of
lunatics, or in any other fiduciary capacity in
which State banks, trust companies, or other
corporations which come into competition with
national banks are permitted to act under the
laws of the State in which the national bank is
located.
(b) Grant and exercise of powers deemed not in

contravention of State or local law
Whenever the laws of such State authorize or

permit the exercise of any or all of the foregoing
powers by State banks, trust companies, or
other corporations which compete with national
banks, the granting to and the exercise of such
powers by national banks shall not be deemed to
be in contravention of State or local law within
the meaning of this section.
(c) Segregation of fiduciary and general assets;

separate books and records; access of State
banking authorities to reports of examina-
tions, books, records, and assets

National banks exercising any or all of the
powers enumerating 1 in this section shall seg-
regate all assets held in any fiduciary capacity
from the general assets of the bank and shall
keep a separate set of books and records show-
ing in proper detail all transactions engaged in
under authority of this section. The State bank-
ing authorities may have access to reports of ex-
amination made by the Comptroller of the Cur-
rency insofar as such reports relate to the trust
department of such bank, but nothing in this
section shall be construed as authorizing the
State banking authorities to examine the books,
records, and assets of such bank.
(d) Prohibited operations; separate investment

account; collateral for certain funds used in
conduct of business

No national bank shall receive in its trust de-
partment deposits of current funds subject to
check or the deposit of checks, drafts, bills of
exchange, or other items for collection or ex-
change purposes. Funds deposited or held in
trust by the bank awaiting investment shall be
carried in a separate account and shall not be
used by the bank in the conduct of its business
unless it shall first set aside in the trust depart-
ment United States bonds or other securities ap-
proved by the Comptroller of the Currency.
(e) Lien and claim upon bank failure

In the event of the failure of such bank the
owners of the funds held in trust for investment
shall have a lien on the bonds or other securities
so set apart in addition to their claim against
the estate of the bank.
(f) Deposits of securities for protection of private

or court trusts; execution of and exemption
from bond

Whenever the laws of a State require corpora-
tions acting in a fiduciary capacity to deposit
securities with the State authorities for the pro-
tection of private or court trusts, national
banks so acting shall be required to make simi-
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lar deposits and securities so deposited shall be
held for the protection of private or court
trusts, as provided by the State law. National
banks in such cases shall not be required to exe-
cute the bond usually required of individuals if
State corporations under similar circumstances
are exempt from this requirement. National
banks shall have power to execute such bond
when so required by the laws of the State.
(g) Officials� oath or affidavit

In any case in which the laws of a State re-
quire that a corporation acting as trustee, ex-
ecutor, administrator, or in any capacity speci-
fied in this section, shall take an oath or make
an affidavit, the president, vice president, cash-
ier, or trust officer of such national bank may
take the necessary oath or execute the nec-
essary affidavit.

(h) Loans of trust funds to officers and employ-
ees prohibited; penalties

It shall be unlawful for any national banking
association to lend any officer, director, or em-
ployee any funds held in trust under the powers
conferred by this section. Any officer, director,
or employee making such loan, or to whom such
loan is made, may be fined not more than $5,000,
or imprisoned not more than five years, or may
be both fined and imprisoned, in the discretion
of the court.

(i) Considerations determinative of grant or de-
nial of applications; minimum capital and
surplus for issuance of permit

In passing upon applications for permission to
exercise the powers enumerated in this section,
the Comptroller of the Currency may take into
consideration the amount of capital and surplus
of the applying bank, whether or not such cap-
ital and surplus is sufficient under the circum-
stances of the case, the needs of the community
to be served, and any other facts and circum-
stances that seem to him proper, and may grant
or refuse the application accordingly: Provided,
That no permit shall be issued to any national
banking association having a capital and sur-
plus less than the capital and surplus required
by State law of State banks, trust companies,
and corporations exercising such powers.

(j) Surrender of authorization; board resolution;
Comptroller certification; activities affected;
regulations

Any national banking association desiring to
surrender its right to exercise the powers grant-
ed under this section, in order to relieve itself of
the necessity of complying with the require-
ments of this section, or to have returned to it
any securities which it may have deposited with
the State authorities for the protection of pri-
vate or court trusts, or for any other purpose,
may file with the Comptroller of the Currency a
certified copy of a resolution of its board of di-
rectors signifying such desire. Upon receipt of
such resolution, the Comptroller of the Cur-
rency, after satisfying himself that such bank
has been relieved in accordance with State law
of all duties as trustee, executory,2 adminis-
trator, registrar of stocks and bonds, guardian

of estates, assignee, receiver, committee of es-
tates of lunatics or other fiduciary, under court,
private, or other appointments previously ac-
cepted under authority of this section, may, in
his discretion, issue to such bank a certificate
certifying that such bank is no longer author-
ized to exercise the powers granted by this sec-
tion. Upon the issuance of such a certificate by
the Comptroller of the Currency, such bank (1)
shall no longer be subject to the provisions of
this section or the regulations of the Comptrol-
ler of the Currency made pursuant thereto, (2)
shall be entitled to have returned to it any secu-
rities which it may have deposited with the
State authorities for the protection of private or
court trusts, and (3) shall not exercise thereafter
any of the powers granted by this section with-
out first applying for and obtaining a new per-
mit to exercise such powers pursuant to the pro-
visions of this section. The Comptroller of the
Currency is authorized and empowered to pro-
mulgate such regulations as he may deem nec-
essary to enforce compliance with the provisions
of this section and the proper exercise of the
powers granted therein.
(k) Revocation; procedures applicable

(1) In addition to the authority conferred by
other law, if, in the opinion of the Comptroller
of the Currency, a national banking association
is unlawfully or unsoundly exercising, or has un-
lawfully or unsoundly exercised, or has failed for
a period of five consecutive years to exercise,
the powers granted by this section or otherwise
fails or has failed to comply with the require-
ments of this section, the Comptroller may issue
and serve upon the association a notice of intent
to revoke the authority of the association to ex-
ercise the powers granted by this section. The
notice shall contain a statement of the facts
constituting the alleged unlawful or unsound ex-
ercise of powers, or failure to exercise powers, or
failure to comply, and shall fix a time and place
at which a hearing will be held to determine
whether an order revoking authority to exercise
such powers should issue against the associa-
tion.

(2) Such hearing shall be conducted in accord-
ance with the provisions of section 1818(h) of
this title, and subject to judicial review as pro-
vided in such section, and shall be fixed for a
date not earlier than thirty days nor later than
sixty days after service of such notice unless an
earlier or later date is set by the Comptroller at
the request of any association so served.

(3) Unless the association so served shall ap-
pear at the hearing by a duly authorized rep-
resentative, it shall be deemed to have con-
sented to the issuance of the revocation order.
In the event of such consent, or if upon the
record made at any such hearing, the Comptrol-
ler shall find that any allegation specified in the
notice of charges has been established, the
Comptroller may issue and serve upon the asso-
ciation an order prohibiting it from accepting
any new or additional trust accounts and revok-
ing authority to exercise any and all powers
granted by this section, except that such order
shall permit the association to continue to serv-
ice all previously accepted trust accounts pend-
ing their expeditious divestiture or termination.
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(4) A revocation order shall become effective
not earlier than the expiration of thirty days
after service of such order upon the association
so served (except in the case of a revocation
order issued upon consent, which shall become
effective at the time specified therein), and shall
remain effective and enforceable, except to such
extent as it is stayed, modified, terminated, or
set aside by action of the Comptroller or a re-
viewing court.

(Pub. L. 87–722, § 1, Sept. 28, 1962, 76 Stat. 668;
Pub. L. 96–221, title VII, § 704, Mar. 31, 1980, 94
Stat. 187.)

AMENDMENTS

1980—Subsec. (k). Pub. L. 96–221 added subsec. (k).

SAVINGS PROVISION

Section 2 of Pub. L. 87–722 provided that: ‘‘Nothing
contained in this Act [enacting this section, amending
sections 581 and 584(a)(2) of Title 26, and repealing sec-
tion 248(k) of this title] shall be deemed to affect or
curtail the right of any national bank to act in fidu-
ciary capacities under a permit granted before the date
of enactment of this Act [Sept. 28, 1962] by the Board of
Governors of the Federal Reserve System, nor to affect
the validity of any transactions entered into at any
time by any national bank pursuant to such permit. On
and after the date of enactment of this Act the exercise
of fiduciary powers by national banks shall be subject
to the provisions of this Act and the requirements of
regulations issued by the Comptroller of the Currency
pursuant to the authority granted by this Act.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 93 of this title;
title 15 sections 78c, 80a–2, 80b–2.

§ 93. Violation of provisions of chapter

(a) Forfeiture of franchise; personal liability of
directors

If the directors of any national banking asso-
ciation shall knowingly violate, or knowingly
permit any of the officers, agents, or servants of
the association to violate any of the provisions
of title 62 of the Revised Statutes, all the rights,
privileges, and franchises of the association
shall be thereby forfeited. Such violation shall,
however, be determined and adjudged by a prop-
er district or Territorial court of the United
States in a suit brought for that purpose by the
Comptroller of the Currency, in his own name,
before the association shall be declared dis-
solved. And in cases of such violation, every di-
rector who participated in or assented to the
same shall be held liable in his personal and in-
dividual capacity for all damages which the as-
sociation, its shareholders, or any other person,
shall have sustained in consequence of such vio-
lation.
(b) Civil money penalty

(1) First tier
Any national banking association which,

and any institution-affiliated party (within
the meaning of section 1813(u) of this title)
with respect to such association who, violates
any provision of title 62 of the Revised Stat-
utes or any of the provisions of section 92a of
this title, or any regulation issued pursuant
thereto, shall forfeit and pay a civil penalty of
not more than $5,000 for each day during which
such violation continues.

(2) Second tier
Notwithstanding paragraph (1), any national

banking association which, and any institu-
tion-affiliated party (within the meaning of
section 1813(u) of this title) with respect to
such association who, commits any violation
described in paragraph (1) which— 1

(A)(i) commits any violation described in
any 2 paragraph (1);

(ii) recklessly engages in an unsafe or un-
sound practice in conducting the affairs of
such association; or

(iii) breaches any fiduciary duty;
(B) which violation, practice, or breach—

(i) is part of a pattern of misconduct;
(ii) causes or is likely to cause more

than a minimal loss to such association; or
(iii) results in pecuniary gain or other

benefit to such party,

shall forfeit and pay a civil penalty of not
more than $25,000 for each day during which
such violation, practice, or breach continues.
(3) Third tier

Notwithstanding paragraphs (1) and (2), any
national banking association which, and any
institution-affiliated party (within the mean-
ing of section 1813(u) of this title) with respect
to such association who—

(A) knowingly—
(i) commits any violation described in

paragraph (1);
(ii) engages in any unsafe or unsound

practice in conducting the affairs of such
association; or

(iii) breaches any fiduciary duty; and

(B) knowingly or recklessly causes a sub-
stantial loss to such association or a sub-
stantial pecuniary gain or other benefit to
such party by reason of such violation, prac-
tice, or breach,

shall forfeit and pay a civil penalty in an
amount not to exceed the applicable maximum
amount determined under paragraph (4) for
each day during which such violation, prac-
tice, or breach continues.
(4) Maximum amounts of penalties for any vio-

lation described in paragraph (3)
The maximum daily amount of any civil

penalty which may be assessed pursuant to
paragraph (3) for any violation, practice, or
breach described in such paragraph is—

(A) in the case of any person other than a
national banking association, an amount to
not 3 exceed $1,000,000; and

(B) in the case of a national banking asso-
ciation, an amount not to exceed the lesser
of—

(i) $1,000,000; or
(ii) 1 percent of the total assets of such

association.
(5) Assessment; etc.

Any penalty imposed under paragraph (1),
(2), or (3) shall be assessed and collected by the
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Comptroller of the Currency in the manner
provided in subparagraphs (E), (F), (G), and (I)
of section 1818(i)(2) of this title for penalties
imposed (under such section) and any such as-
sessment shall be subject to the provisions of
such section.

(6) Hearing
The association or other person against

whom any penalty is assessed under this sub-
section shall be afforded an agency hearing if
such association or person submits a request
for such hearing within 20 days after the issu-
ance of the notice of assessment. Section
1818(h) of this title shall apply to any proceed-
ing under this subsection.

(7) Disbursement
All penalties collected under authority of

this subsection shall be deposited into the
Treasury.

(8) ��Violate�� defined
For purposes of this section, the term ‘‘vio-

late’’ includes any action (alone or with an-
other or others) for or toward causing, bring-
ing about, participating in, counseling, or aid-
ing or abetting a violation.

(12) 4 Regulations
The Comptroller shall prescribe regulations

establishing such procedures as may be nec-
essary to carry out this subsection.

(c) Notice under this section after separation
from service

The resignation, termination of employment
or participation, or separation of an institution-
affiliated party (within the meaning of section
1813(u) of this title) with respect to such an asso-
ciation (including a separation caused by the
closing of such an association) shall not affect
the jurisdiction and authority of the Comptrol-
ler of the Currency to issue any notice and pro-
ceed under this section against any such party,
if such notice is served before the end of the 6-
year period beginning on the date such party
ceased to be such a party with respect to such
association (whether such date occurs before,
on, or after August 9, 1989).

(d) Forfeiture of franchise for money laundering
or cash transaction reporting offenses

(1) In general
(A) Conviction of title 18 offenses

(i) Duty to notify
If a national bank, a Federal branch, or

Federal agency has been convicted of any
criminal offense under section 1956 or 1957
of title 18, the Attorney General shall pro-
vide to the Comptroller of the Currency a
written notification of the conviction and
shall include a certified copy of the order
of conviction from the court rendering the
decision.

(ii) Notice of termination; pretermination
hearing

After receiving written notification from
the Attorney General of such a conviction,

the Comptroller of the Currency shall
issue to the national bank, Federal branch,
or Federal agency a notice of the Comp-
troller’s intention to terminate all rights,
privileges, and franchises of the bank, Fed-
eral branch, or Federal agency and sched-
ule a pretermination hearing.

(B) Conviction of title 31 offenses
If a national bank, a Federal branch, or a

Federal agency is convicted of any criminal
offense under section 5322 or 5324 of title 31,
after receiving written notification from the
Attorney General, the Comptroller of the
Currency may issue to the national bank,
Federal branch, or Federal agency a notice
of the Comptroller’s intention to terminate
all rights, privileges, and franchises of the
bank, Federal branch, or Federal agency and
schedule a pretermination hearing.
(C) Judicial review

Section 1818(h) of this title shall apply to
any proceeding under this subsection.

(2) Factors to be considered
In determining whether a franchise shall be

forfeited under paragraph (1), the Comptroller
of the Currency shall take into account the
following factors:

(A) The extent to which directors or senior
executive officers of the national bank, Fed-
eral branch, or Federal agency knew of, or
were involved in, the commission of the
money laundering offense of which the bank,
Federal branch, or Federal agency was found
guilty.

(B) The extent to which the offense oc-
curred despite the existence of policies and
procedures within the national bank, Fed-
eral branch, or Federal agency which were
designed to prevent the occurrence of any
such offense.

(C) The extent to which the national bank,
Federal branch, or Federal agency has fully
cooperated with law enforcement authorities
with respect to the investigation of the
money laundering offense of which the bank,
Federal branch, or Federal agency was found
guilty.

(D) The extent to which the national bank,
Federal branch, or Federal agency has im-
plemented additional internal controls
(since the commission of the offense of
which the bank, Federal branch, or Federal
agency was found guilty) to prevent the oc-
currence of any other money laundering of-
fense.

(E) The extent to which the interest of the
local community in having adequate deposit
and credit services available would be
threatened by the forfeiture of the franchise.

(3) Successor liability
This subsection shall not apply to a succes-

sor to the interests of, or a person who ac-
quires, a bank, a Federal branch, or a Federal
agency that violated a provision of law de-
scribed in paragraph (1), if the successor suc-
ceeds to the interests of the violator, or the
acquisition is made, in good faith and not for
purposes of evading this subsection or regula-
tions prescribed under this subsection.
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5 So in original. Probably should be ‘‘(e)’’.

(4) ��Senior executive officer�� defined
The term ‘‘senior executive officer’’ has the

same meaning as in regulations prescribed
under section 1831i(f) of this title.

(d) 5 Authority
The Comptroller of the Currency may act in

the Comptroller’s own name and through the
Comptroller’s own attorneys in enforcing any
provision of title 62 of the Revised Statutes, reg-
ulations thereunder, or any other law or regula-
tion, or in any action, suit, or proceeding to
which the Comptroller of the Currency is a
party.

(R.S. § 5239; Mar. 3, 1911, ch. 231, § 291, 36 Stat.
1167; Pub. L. 95–630, title I, § 103, Nov. 10, 1978, 92
Stat. 3643; Pub. L. 97–320, title IV, § 424(d)(3), (f),
(g), Oct. 15, 1982, 96 Stat. 1523; Pub. L. 97–457, § 24,
Jan. 12, 1983, 96 Stat. 2510; Pub. L. 101–73, title
IX, §§ 905(e), 907(e), Aug. 9, 1989, 103 Stat. 460, 469;
Pub. L. 102–550, title XV, § 1502(a), Oct. 28, 1992,
106 Stat. 4045; Pub. L. 103–322, title XXXIII,
§ 330017(b)(2), Sept. 13, 1994, 108 Stat. 2149; Pub. L.
103–325, title III, § 331(b)(3), title IV,
§§ 411(c)(2)(C), 413(b)(2), Sept. 23, 1994, 108 Stat.
2232, 2253, 2254.)

REFERENCES IN TEXT

Title 62 of the Revised Statutes, referred to in sub-
secs. (a), (b)(1), and (d), was in the original ‘‘this Title’’
meaning title LXII of the Revised Statutes, consisting
of R.S. §§ 5133 to 5244, which are classified to sections 21,
22 to 24a, 25a, 26, 27, 29, 35 to 37, 39, 43, 52, 53, 55 to 57,
59 to 62, 66, 71, 72 to 76, 81, 83 to 86, 90, 91, 93, 93a, 94, 141
to 144, 161, 164, 181, 182, 192 to 194, 196, 215c, 481 to 485,
501, 541, 548, and 582 of this title. See, also, sections 8,
333, 334, 475, 656, 709, 1004, and 1005 of Title 18, Crimes
and Criminal Procedure. For complete classification of
R.S. §§ 5133 to 5244 to the Code, see Tables.

CODIFICATION

R.S. § 5239 derived from act June 3, 1864, ch. 106, § 53,
13 Stat. 116, which was the National Bank Act. See sec-
tion 38 of this title.

Act Mar. 3, 1911, conferred the powers and duties of
the former circuit courts upon the district courts.

AMENDMENTS

1994—Subsec. (c). Pub. L. 103–322, § 330017(b)(2), and
Pub. L. 103–325, § 413(b)(2), amended section identically,
redesignating subsec. (c), relating to forfeiture of fran-
chise for money laundering, as (d).

Subsec. (d). Pub. L. 103–322, § 330017(b)(2), and Pub. L.
103–325, § 413(b)(2), amended section identically, redesig-
nating subsec. (c), relating to forfeiture of franchise for
money laundering, as (d).

Pub. L. 103–325, § 331(b)(3), added subsec. (d) relating
to authority.

Subsec. (d)(1)(B). Pub. L. 103–325, § 411(c)(2)(C), sub-
stituted ‘‘section 5322 or 5324 of title 31’’ for ‘‘section
5322 of title 31’’.

1992—Subsec. (c). Pub. L. 102–550 added subsec. (c) re-
lating to forfeiture of franchise for money laundering.

1989—Subsec. (b). Pub. L. 101–73, § 907(e), amended sub-
sec. (b) generally, revising and restating as pars. (1) to
(8) and (12) provisions of former pars. (1) to (8).

Subsec. (c). Pub. L. 101–73, § 905(e), added subsec. (c)
relating to notice after separation from service.

1982—Subsec. (b)(1). Pub. L. 97–320, as amended by
Pub. L. 97–457, inserted ‘‘or any of the provisions of sec-
tion 92a of this title’’, and substituted ‘‘may be as-
sessed’’ for ‘‘shall be assessed’’ and ‘‘title’’ for ‘‘chap-
ter’’.

1978—Pub. L. 95–630 designated existing provisions as
subsec. (a) and added subsec. (b).

EFFECTIVE DATE OF 1989 AMENDMENT

Section 907(l) of Pub. L. 101–73 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and sections 481, 504, 505, 1467a, 1786, 1817, 1818, 1828,
1847, and 1972 of this title] shall apply with respect to
conduct engaged in by any person after the date of the
enactment of this Act [Aug. 9, 1989], except that the in-
creased maximum civil penalties of $5,000 and $25,000
per violation or per day may apply to such conduct en-
gaged in before such date if such conduct—

‘‘(1) is not already subject to a notice (initiating an
administrative proceeding) issued by the appropriate
Federal banking agency (as defined in section 3(q) of
the Federal Deposit Insurance Act [12 U.S.C. 1813(q)])
or the National Credit Union Administration Board;
and

‘‘(2) occurred after the completion of the last report
of examination of the institution involved by the ap-
propriate Federal banking agency (as so defined) oc-
curring before the date of the enactment of this Act.’’

EFFECTIVE DATE OF 1978 AMENDMENT

Section 109 of title I of Pub. L. 95–630 provided that:
‘‘Any amendment made by this title which provides for
the imposition of civil penalties [enacting sections 504
and 505 of this title and amending this section and sec-
tions 1464, 1730, 1730a, 1786, 1818, 1828, and 1847 of this
title] shall apply only to violations occurring or con-
tinuing after the date of its enactment [Nov. 10, 1978].’’

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1831k of this
title; title 31 sections 3121, 9110.

§ 93a. Authority to prescribe rules and regula-
tions

Except to the extent that authority to issue
such rules and regulations has been expressly
and exclusively granted to another regulatory
agency, the Comptroller of the Currency is au-
thorized to prescribe rules and regulations to
carry out the responsibilities of the office, ex-
cept that the authority conferred by this section
does not apply to section 36 of this title or to se-
curities activities of National Banks under the
Act commonly known as the ‘‘Glass-Steagall
Act’’.

(R.S. § 5239A, as added Pub. L. 96–221, title VII,
§ 708, Mar. 31, 1980, 94 Stat. 188.)

REFERENCES IN TEXT

The Glass-Steagall Act, referred to in text, probably
refers to act June 16, 1933, ch. 89, 48 Stat. 162, as amend-
ed, also known as the Banking Act of 1933 or the Glass-
Steagall Act, 1933, rather than to act Feb. 27, 1932, ch.
58, 47 Stat. 56, known as the Glass-Steagall Act, 1932.
Section 16 of the 1933 act, which amended section 24
(Seventh) of this title, related in part to securities ac-
tivities of national banks. For complete classification
of these Acts to the Code, see Tables.

§ 94. Venue of suits

Any action or proceeding against a national
banking association for which the Federal De-
posit Insurance Corporation has been appointed
receiver, or against the Federal Deposit Insur-
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ance Corporation as receiver of such association,
shall be brought in the district or territorial
court of the United States held within the dis-
trict in which that association’s principal place
of business is located, or, in the event any State,
county, or municipal court has jurisdiction over
such an action or proceeding, in such court in
the county or city in which that association’s
principal place of business is located.

(R.S. § 5198; Feb. 18, 1875, ch. 80, § 1, 18 Stat. 320;
Mar. 3, 1911, ch. 231, § 291, 36 Stat. 1167; Pub. L.
97–320, title IV, § 406, Oct. 15, 1982, 96 Stat. 1512;
Pub. L. 97–457, § 20(a), Jan. 12, 1983, 96 Stat. 2509.)

CODIFICATION

The last sentence of R.S. § 5198, as added by act Feb.
18, 1875, ch. 80, § 1, 18 Stat. 320, appears to have been de-
rived from act June 3, 1864, ch. 106, § 57, 13 Stat. 116,
which was the National Bank Act. See section 38 of this
title.

Section is comprised of last sentence of R.S. § 5198 as
added by act Feb. 18, 1875, ch. 80, § 1, 18 Stat. 320. The
remaining sentences of R.S. § 5198 are classified to sec-
tion 86 of this title.

Act Mar. 3, 1911, conferred powers and duties of
former circuit courts on district courts.

AMENDMENTS

1982—Pub. L. 97–320, as amended by Pub. L. 97–457,
amended section generally. Prior to amendment sec-
tion read as follows: ‘‘Actions and proceedings against
any association under this chapter may be had in any
district or Territorial court of the United States held
within the district in which such association may be
established, or in any State, county, or municipal court
in the county or city in which said association is lo-
cated having jurisdiction in similar cases.’’

EFFECTIVE DATE OF 1983 AMENDMENT

Section 20(b) of Pub. L. 97–457 provided that: ‘‘The
amendment made by subsection (a) [amending this sec-
tion] shall be deemed to have taken effect upon the en-
actment of Public Law 97–320 [Oct. 15, 1982].’’

§ 94a. Repealed. June 25, 1948, ch. 646, § 39, 62
Stat. 992, eff. Sept. 1, 1948

Section, act July 12, 1882, ch. 290, § 4, 22 Stat. 163, re-
lated to jurisdiction and venue. See sections 1348 and
1394 of Title 28, Judiciary and Judicial Procedure.

§ 95. Emergency limitations and restrictions on
business of members of Federal reserve sys-
tem; designation of legal holiday for national
banking associations; exceptions; ��State�� de-
fined

(a) In order to provide for the safer and more
effective operation of the national Banking Sys-
tem and the Federal Reserve System, to pre-
serve for the people the full benefits of the cur-
rency provided for by the Congress through the
national banking system and the Federal re-
serve system, and to relieve interstate com-
merce of the burdens and obstructions resulting
from the receipt on an unsound or unsafe basis
of deposits subject to withdrawal by check, dur-
ing such emergency period as the President of
the United States by proclamation may pre-
scribe, no member bank of the Federal reserve
system shall transact any banking business ex-
cept to such extent and subject to such regula-
tions, limitations and restrictions as may be
prescribed by the Secretary of the Treasury,
with the approval of the President. Any individ-

ual, partnership, corporation, or association, or
any director, officer or employee thereof, violat-
ing any of the provisions of this section shall be
deemed guilty of a misdemeanor and, upon con-
viction thereof, shall be fined not more than
$10,000 or, if a natural person, may, in addition
to such fine, be imprisoned for a term not ex-
ceeding ten years. Each day that any such viola-
tion continues shall be deemed a separate of-
fense.

(b)(1) In the event of natural calamity, riot,
insurrection, war, or other emergency condi-
tions occurring in any State whether caused by
acts of nature or of man, the Comptroller of the
Currency may designate by proclamation any
day a legal holiday for the national banking as-
sociations located in that State. In the event
that the emergency conditions affect only part
of a State, the Comptroller of the Currency may
designate the part so affected and may proclaim
a legal holiday for the national banking associa-
tions located in that affected part. In the event
that a State or a State official authorized by
law designates any day as a legal holiday for
ceremonial or emergency reasons, for the State
or any part thereof, that same day shall be a
legal holiday for all national banking associa-
tions or their offices located in that State or the
part so affected. A national banking association
or its affected offices may close or remain open
on such a State-designated holiday unless the
Comptroller of the Currency by written order di-
rects otherwise.

(2) For the purpose of this subsection, the
term ‘‘State’’ means any of the several States,
the District of Columbia, the Commonwealth of
Puerto Rico, the Northern Mariana Islands,
Guam, the Virgin Islands, American Samoa, the
Trust Territory of the Pacific Islands, or any
other territory or possession of the United
States.

(Mar. 9, 1933, ch. 1, title I, § 4, 48 Stat. 2; Pub. L.
96–221, title VII, § 705, Mar. 31, 1980, 94 Stat. 187;
Pub. L. 97–320, title IV, § 407, Oct. 15, 1982, 96
Stat. 1513; Pub. L. 97–457, § 21, Jan. 12, 1983, 96
Stat. 2509.)

AMENDMENTS

1983—Subsec. (b)(1). Pub. L. 97–457 inserted ‘‘a State
or’’ before ‘‘a State official’’.

1982—Subsec. (b)(1). Pub. L. 97–320 substituted ‘‘In the
event that a State official authorized by law designates
any day as a legal holiday for ceremonial or emergency
reasons, for the State or any part thereof, that same
day shall be a legal holiday for all national banking as-
sociations or their offices located in that State or the
part so affected. A national banking association or its
affected offices may close or remain open on such a
State-designated holiday unless the Comptroller of the
Currency by written order directs otherwise’’ for ‘‘In
the event that a State or a State official authorized by
law designates any day as a legal holiday for either
emergency or ceremonial reasons for all banks char-
tered by that State to do business within that State,
that same day shall be a legal holiday for all national
banking associations chartered to do business within
that State unless the Comptroller of the Currency shall
by written order permit all national banking associa-
tions located in that State to remain open’’.

1980—Pub. L. 96–221 designated existing provisions as
subsec. (a) and added subsec. (b).
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TERMINATION OF TRUST TERRITORY OF THE PACIFIC
ISLANDS

For termination of Trust Territory of the Pacific Is-
lands, see note set out preceding section 1681 of Title
48, Territories and Insular Possessions.

BANK HOLIDAY OF 1933

Proclamations Nos. 2039, 2040, and 2070, dated Mar. 6,
1933, Mar. 9, 1933, and Dec. 30, 1933, respectively, related
to the temporary suspension of banking transactions
beginning Mar. 6, 1933, by all member banks of the Fed-
eral Reserve System.

Pursuant to Ex. Ord. No. 6073, dated March 10, 1933,
formerly set out as a note under this section, the Sec-
retary of the Treasury by order of March 11, 1933, au-
thorized all Federal reserve banks and nonmember
banks and other banking institutions to resume their
normal and usual banking functions on March 13, 1933,
subject to certain restrictions. See 31 C.F.R.
121.20–121.22. The fifth and sixth paragraphs of Ex. Ord.
No. 6073, relating to the removal of gold coin, gold bul-
lion, or gold certificates from the United States by cor-
porations, etc., including banking institutions and au-
thorization of banking institutions to pay out gold
coin, gold bullion or gold certificates, were revoked by
Ex. Ord. No. 11825, Dec. 31, 1974, 40 F.R. 1003, set out as
a note under section 95a of this title.

PROC. NO. 2725. EXEMPTION OF MEMBER BANKS OF
FEDERAL RESERVE SYSTEM

Proc. No. 2725, Apr. 7, 1947, 12 F.R. 2343, 61 Stat. 1062,
provided:

NOW, THEREFORE, I, HARRY S. TRUMAN, Presi-
dent of the United States of America, acting under and
by virtue of the authority vested in me by section 5(b)
of the Trading with the Enemy Act of October 6, 1917,
40 Stat. 415, as amended [section 5(b) of Appendix to
Title 50], and section 4 of the act of March 9, 1933, 48
Stat. 2 [this section] and by virtue of all other author-
ity vested in me, do hereby, in the interest of the inter-
nal management of the Government, proclaim, order,
direct, and declare that the said proclamations of
March 6 and March 9, 1933, and Executive order of
March 10, 1933, as amended, are further amended to ex-
clude from their scope banking institutions which are
members of the Federal Reserve System: Provided, how-
ever, That no banking institution shall pay out any
gold coin, gold bullion, or gold certificates, except as
authorized by the Secretary of the Treasury, or allow
the withdrawal of any currency for hoarding.

This proclamation shall become effective as of March
15, 1947.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 212, 213 of this
title.

§ 95a. Regulation of transactions in foreign ex-
change of gold and silver; property transfers;
vested interests, enforcement and penalties

(1) During the time of war, the President may,
through any agency that he may designate, and
under such rules and regulations as he may pre-
scribe, by means of instructions, licenses, or
otherwise—

(A) investigate, regulate, or prohibit, any
transactions in foreign exchange, transfers of
credit or payments between, by, through, or to
any banking institution, and the importing,
exporting, hoarding, melting, or earmarking
of gold or silver coin or bullion, currency or
securities, and

(B) investigate, regulate, direct and compel,
nullify, void, prevent or prohibit, any acquisi-
tion holding, withholding, use, transfer, with-
drawal, transportation, importation or expor-

tation of, or dealing in, or exercising any
right, power, or privilege with respect to, or
transactions involving, any property in which
any foreign country or a national thereof has
any interest,

by any person, or with respect to any property,
subject to the jurisdiction of the United States;
and any property or interest of any foreign
country or national thereof shall vest, when, as,
and upon the terms, directed by the President,
in such agency or person as may be designated
from time to time by the President, and upon
such terms and conditions as the President may
prescribe such interest or property shall be held,
used, administered, liquidated, sold, or other-
wise dealt with in the interest of and for the
benefit of the United States, and such des-
ignated agency or person may perform any and
all acts incident to the accomplishment or fur-
therance of these purposes; and the President
shall, in the manner hereinabove provided, re-
quire any person to keep a full record of, and to
furnish under oath, in the form of reports or
otherwise, complete information relative to any
act or transaction referred to in this subdivision
either before, during, or after the completion
thereof, or relative to any interest in foreign
property, or relative to any property in which
any foreign country or any national thereof has
or has had any interest, or as may be otherwise
necessary to enforce the provisions of this sub-
division, and in any case in which a report could
be required, the President may, in the manner
hereinabove provided, require the production, or
if necessary to the national security or defense,
the seizure, of any books of account, records,
contracts, letters, memoranda, or other papers,
in the custody or control of such person.

(2) Any payment, conveyance, transfer, assign-
ment, or delivery of property or interest there-
in, made to or for the account of the United
States, or as otherwise directed, pursuant to
this section or any rule, regulation, instruction,
or direction issued hereunder shall to the extent
thereof be a full acquittance and discharge for
all purposes of the obligation of the person mak-
ing the same; and no person shall be held liable
in any court for or in respect to anything done
or omitted in good faith in connection with the
administration of, or in pursuance of and in reli-
ance on, this section, or any rule, regulation, in-
struction, or direction issued hereunder.

(3) As used in this subdivision the term
‘‘United States’’ means the United States and
any place subject to the jurisdiction thereof;
Provided, however, That the foregoing shall not
be construed as a limitation upon the power of
the President, which is hereby conferred, to pre-
scribe from time to time, definitions, not incon-
sistent with the purposes of this subdivision, for
any or all of the terms used in this subdivision.
As used in this subdivision the term ‘‘person’’
means an individual, partnership, association,
or corporation.

(4) The authority granted to the President by
this section does not include the authority to
regulate or prohibit, directly or indirectly, the
importation from any country, or the expor-
tation to any country, whether commercial or
otherwise, regardless of format or medium of
transmission, of any information or informa-
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tional materials, including but not limited to,
publications, films, posters, phonograph records,
photographs, microfilms, microfiche, tapes,
compact disks, CD ROMs, artworks, and news
wire feeds. The exports exempted from regula-
tion or prohibition by this paragraph do not in-
clude those which are otherwise controlled for
export under section 2404 of title 50, Appendix,
or under section 2405 of title 50, Appendix to the
extent that such controls promote the non-
proliferation or antiterrorism policies of the
United States, or with respect to which acts are
prohibited by chapter 37 of title 18.

(Oct. 6, 1917, ch. 106, § 5(b), 40 Stat. 415; Sept. 24,
1918, ch. 176, § 5, 40 Stat. 966; Mar. 9, 1933, ch. 1,
title I, § 2, 48 Stat. 1; May 7, 1940, ch. 185, § 1, 54
Stat. 179; Dec. 18, 1941, ch. 593, title III, § 301, 55
Stat. 839; Proc. No. 2695, eff. July 4, 1946, 11 F.R.
7517, 69 Stat. 1352; Pub. L. 95–223, title I, §§ 101(a),
102, 103(b), Dec. 28, 1977, 91 Stat. 1625, 1626; Pub.
L. 100–418, title II, § 2502(a)(1), Aug. 23, 1988, 102
Stat. 1371; Pub. L. 103–236, title V, § 525(b)(1),
Apr. 30, 1994, 108 Stat. 474.)

CODIFICATION

Section 5(b) of act Oct. 6, 1917, is part of the Trading
with the Enemy Act and is also classified to section
5(b) of the Appendix to Title 50, War and National De-
fense.

Words ‘‘, including the Philippine Islands, and the
several courts of first instance of the Commonwealth of
the Philippine Islands shall have jurisdiction in all
cases, civil or criminal, arising under this section in
the Philippine Islands and concurrent jurisdiction with
the district courts of the United States of all cases,
civil or criminal, arising upon the high seas’’ following
‘‘to the jurisdiction thereof:’’ in subsec. (3) were omit-
ted on authority of 1946 Proc. No. 2695, which granted
the Philippine Islands independence, and which was is-
sued pursuant to section 1394 of Title 22, Foreign Rela-
tions and Intercourse. Proc. No. 2695 is set out as a note
under section 1394 of Title 22.

AMENDMENTS

1994—Par. (4). Pub. L. 103–236 amended par. (4) gener-
ally. Prior to amendment, par. (4) read as follows: ‘‘The
authority granted to the President in this section does
not include the authority to regulate or prohibit, di-
rectly or indirectly, the importation from any country,
or the exportation to any country, whether commercial
or otherwise, of publications, films, posters, phono-
graph records, photographs, microfilms, microfiche,
tapes, or other informational materials, which are not
otherwise controlled for export under section 2404 of
title 50, Appendix, or with respect to which no acts are
prohibited by chapter 37 of title 18.’’

1988—Par. (4). Pub. L. 100–418 added par. (4).
1977—Par. (1). Pub. L. 95–223, §§ 101(a), 102, substituted

‘‘During the time of war, the President may, through
any agency that he may designate, and under such
rules and regulations’’ for ‘‘During the time of war or
during any other period of national emergency declared
by the President, the President may, through any agen-
cy, that he may designate, or otherwise, and under such
rules and regulations’’ in the provisions preceding sub-
par. (A), and, in the provisions following subpar. (B),
struck out ‘‘; and the President may, in the manner
hereinabove provided, take other and further measures
not inconsistent herewith for the enforcement of the
subdivision’’ after ‘‘control of such person’’.

Par. (3). Pub. L. 95–223, § 103(b), struck out provisions
that whoever willfully violated any of the provisions of
this subdivision or of any license, order, rule, or regula-
tion issued thereunder, could be fined not more than
$10,000, or, if a natural person, could be imprisoned for
not more than ten years, or both; and that any officer,

director, or agent of any corporation who knowingly
participated in that violation could be punished by a
like fine, imprisonment, or both.

1941—Act Dec. 18, 1941, broadened the powers of the
President to take, administer, control, use and liq-
uidate foreign-owned property and added a flexibility of
control which enabled the President and the agencies
designated by him to cope with the problems surround-
ing alien property, its ownership or control, on the
basis of the particular facts in each case.

1940—Act May 7, 1940, included dealings in evidences
of indebtedness or ownership of property in which for-
eign states, nationals or political subdivisions thereof
have an interest.

1933—Act Mar. 9, 1933, amended section generally by,
among other things, extending the President’s power to
any time of war or national emergency, by permitting
regulations to be issued by any agency designated by
the President, by providing for the furnishing under
oath of complete information relative to transactions
under this section and by placing sanctions on viola-
tions to the extent of a $10,000 fine or ten years impris-
onment.

1918—Act Sept. 24, 1918, inserted provisions relating
to the hoarding or melting of gold or silver coin or bul-
lion or currency and to the regulation of transactions
in bonds or certificates of indebtedness.

DELEGATION OF POWERS

Delegation of President’s powers under this section
to Secretary of the Treasury and Alien Property Custo-
dian; and transfer of Alien Property Custodian’s powers
to Attorney General, see Ex. Ord. Nos. 9095 and 9788, set
out as notes under section 6 of the Appendix to Title 50,
War and National Defense.

All powers conferred upon President by this section
delegated to Secretary of the Treasury by Memoran-
dum of the President dated Feb. 12, 1942, 7 F.R. 1409.

ADMINISTRATION OF EXPORT ADMINISTRATION ACT

For provisions relating to the administration of the
Export Administration Act, see Executive Orders set
out as notes under section 2403 of Title 50, Appendix,
War and National Defense.

LIMITATION ON EXERCISE OF EMERGENCY AUTHORITIES

Section 525(b)(2) of Pub. L. 103–236 provided that:
‘‘The authorities conferred upon the President by sec-
tion 5(b) of the Trading With the Enemy Act [this sec-
tion], which were being exercised with respect to a
country on July 1, 1977, as a result of a national emer-
gency declared by the President before such date, and
are being exercised on the date of the enactment of this
Act [Apr. 30, 1994], do not include the authority to regu-
late or prohibit, directly or indirectly, any activity
which, under section 5(b)(4) of the Trading With the
Enemy Act, as amended by paragraph (1) of this sub-
section, may not be regulated or prohibited.’’

Section 2502(a)(2) of Pub. L. 100–418 provided that:
‘‘The authorities conferred upon the President by sec-
tion 5(b) of the Trading With the Enemy Act [this sec-
tion], which were being exercised with respect to a
country on July 1, 1977, as a result of a national emer-
gency declared by the President before such date, and
are being exercised on the date of the enactment of this
Act [Aug. 23, 1988], do not include the authority to reg-
ulate or prohibit, directly or indirectly, any activity
which, under section 5(b)(4) of the Trading With the
Enemy Act, as added by paragraph (1) of this sub-
section, may not be regulated or prohibited.’’

EXTENSION AND TERMINATION OF NATIONAL EMERGENCY
POWERS UNDER THE TRADING WITH THE ENEMY ACT

Section 101(b), (c) of Pub. L. 95–223 provided that:
‘‘(b) Notwithstanding the amendment made by sub-

section (a) [amending par. (1) of this section], the au-
thorities conferred upon the President by section 5(b)
of the Trading With the Enemy Act [this section],
which were being exercised with respect to a country
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on July 1, 1977, as a result of a national emergency de-
clared by the President before such date, may continue
to be exercised with respect to such country, except
that, unless extended, the exercise of such authorities
shall terminate (subject to the savings provisions of
the second sentence of section 101(a) of the National
Emergencies Act [section 1601(a) of Title 50, War and
National Defense]) at the end of the two-year period be-
ginning on the date of enactment of the National Emer-
gencies Act [Sept 14, 1976]. The President may extend
the exercise of such authorities for one-year periods
upon a determination for each such extension that the
exercise of such authorities with respect to such coun-
try for another year is in the national interest of the
United States.

‘‘(c) The termination and extension provisions of sub-
section (b) of this section supersede the provisions of
section 101(a) [section 1601(a) of Title 50, War and Na-
tional Defense] and of title II [section 1621 et seq. of
Title 50] of the National Emergencies Act to the extent
that the provisions of subsection (b) of this section are
inconsistent with those provisions.’’

REMOVAL OF LIMITATIONS AND RESTRAINTS IN
FINANCING EXPORTS

Pub. L. 92–126, § 2, Aug. 17, 1971, 85 Stat. 346, provided
that: ‘‘In connection with section 2 of Executive Order
Number 11387, dated January 1, 1968 [formerly set out
below] and any rule, regulation, or guideline estab-
lished by the Board of Governors of the Federal Reserve
System in connection with a voluntary foreign credit
restraint program, there shall be no limitation or re-
straint, or suggestion that there be a limitation or re-
straint, on the part of any bank or financial institution
in connection with the extension of credit for the pur-
pose of financing exports of the United States.’’

WORLD WAR II ALIEN PROPERTY CUSTODIAN

Reestablishment and termination of Office of Alien
Property Custodian during World War II, see notes
under section 6 of the Appendix to Title 50, War and Na-
tional Defense.

DIPLOMATIC PROPERTY OF GERMANY AND JAPAN

Ex. Ord. No. 9760, July 24, 1946, 11 F.R. 7999, set out in
notes to section 6 of Title 50, Appendix, War and Na-
tional Defense, supersedes conflicting provisions of Ex.
Ord. No. 8389, set out below.

EXECUTIVE ORDER NO. 6260

Ex. Ord. No. 6260, Aug. 28, 1933, as amended by Ex.
Ord. No. 6359, Oct. 25, 1933; Ex. Ord. No. 6556, Jan. 12,
1934; Ex. Ord. No. 6560, Jan. 15, 1934; Ex. Ord. No. 10896,
Nov. 29, 1960, 25 F.R. 12281; Ex. Ord. No. 10905, Jan. 14,
1961, 26 F.R. 321; Ex. Ord. No. 11037, July 20, 1962, 27 F.R.
6967, formerly set out as a note under this section,
which related to the hoarding, export, and earmarking
of gold coin, bullion, or currency, and transactions in
foreign exchange, was revoked by Ex. Ord. No. 11825,
Dec. 31, 1974, 40 F.R. 1003, set out below.

EXECUTIVE ORDER NO. 6560

Ex. Ord. No. 6560, Jan. 15, 1934, as amended by Ex.
Ord. No. 8389. April 10, 1940, 6 p.m. E. S. T., 5 F.R. 1400;
Ex. Ord. No. 8405, May 10, 1940, 7:55 a.m. E. S. T., 5 F.R.
1677; Ex. Ord. No. 8493, July 25, 1940, 5 F.R. 2667, for-
merly set out as a note under this section, which de-
clared the existence of a national emergency and pre-
scribed regulations for the investigation, regulation,
and prohibition of transactions in foreign exchange,
transfers of credit between or payments by banking in-
stitutions, and export of currency or silver coin by per-
sons within the United States or subject to its jurisdic-
tion, was based on authority of section 95a of this title
(act Oct. 6, 1917, ch. 106, § 5(b), 40 Stat. 415, comprising
part of the Trading With the Enemy Act) which was
amended in 1977 to remove the powers of the President
to regulate transactions during a period of national
emergency other than a war.

EX. ORD. NO. 8389. REGULATING TRANSACTIONS IN FOR-
EIGN EXCHANGE AND FOREIGN-OWNED PROPERTY, PRO-
VIDING FOR THE REPORTING OF ALL FOREIGN-OWNED
PROPERTY

Ex. Ord. No. 8389, Apr. 10, 1940, 5 F.R. 1400, as amended
by Ex. Ord. No. 8405, May 10, 1940, 5 F.R. 1677; Ex. Ord.
No. 8446, June 17, 1940, 5 F.R. 2279; Ex. Ord. No. 8484,
July 15, 1940, 5 F.R. 2586; Ex. Ord. No. 8493, July 25, 1940,
5 F.R. 2667; Ex. Ord. No. 8565, Oct. 10, 1940, 5 F.R. 4062;
Ex. Ord. No. 8701, Mar. 4, 1941, 6 F.R. 1285; Ex. Ord. No.
8711, Mar. 13, 1941, 6 F.R. 1443; Ex. Ord. No. 8721, Mar. 24,
1941, 6 F.R. 1622; Ex. Ord. No. 8746, Apr. 28, 1941, 6 F.R.
2187; Ex. Ord. No. 8785, June 14, 1941, 6 F.R. 2897; Ex.
Ord. No. 8832, July 26, 1941, 6 F.R. 3715; Ex. Ord. No. 8963,
Dec. 9, 1941, 6 F.R. 6348; Ex. Ord. No. 8998, Dec. 26, 1941,
6 F.R. 6787, provided:

SECTION 1. CERTAIN FOREIGN BANKING TRANSACTIONS
PROHIBITED

All of the following transactions are prohibited, ex-
cept as specifically authorized by the Secretary of the
Treasury by means of regulations, rulings, instruc-
tions, licenses, or otherwise, if (i) such transactions are
by, or on behalf of, or pursuant to the direction of any
foreign country designated in this Order, or any na-
tional thereof, or (ii) such transactions involve prop-
erty in which any foreign country designated in this
Order, or any national thereof, has at any time on or
since the effective date of this Order had any interest
of any nature whatsoever, direct or indirect:

A. All transfers of credit between any banking insti-
tutions within the United States; and all transfers of
credit between any banking institution within the
United States and any banking institution outside the
United States (including any principal, agent, home of-
fice, branch, or correspondent outside the United
States, of a banking institution within the United
States);

B. All payments by or to any banking institution
within the United States;

C. All transactions in foreign exchange by any person
within the United States;

D. The export or withdrawal from the United States,
or the earmarking of gold or silver coin or bullion or
currency by any person within the United States;

E. All transfers, withdrawals or exportations of, or
dealings in, any evidences of indebtedness or evidences
of ownership of property by any person within the
United States; and

F. Any transaction for the purpose or which has the
effect of evading or avoiding the foregoing prohibitions.

SECTION 2. DEALINGS IN FOREIGN SECURITIES;
REGULATIONS

A. All of the following transactions are prohibited,
except as specifically authorized by the Secretary of
the Treasury by means of regulations, rulings, instruc-
tions, licenses, or otherwise:

(1) The acquisition, disposition or transfer of, or
other dealing in, or with respect to, any security or evi-
dence thereof on which there is stamped or imprinted,
or to which there is affixed or otherwise attached, a tax
stamp or other stamp of a foreign country designated
in this Order or a notarial or similar seal which by its
contents indicates that it was stamped, imprinted, af-
fixed or attached within such foreign country, or where
the attendant circumstances disclose or indicate that
such stamp or seal may, at any time, have been
stamped, imprinted, affixed or attached thereto; and

(2) The acquisition by, or transfer to, any person
within the United States of any interest in any secu-
rity or evidence thereof if the attendant circumstances
disclose or indicate that the security or evidence there-
of is not physically situated within the United States.

B. The Secretary of the Treasury may investigate,
regulate, or prohibit under such regulations, rulings, or
instructions as he may prescribe, by means of licenses
or otherwise, the sending, mailing, importing or other-
wise bringing, directly or indirectly, into the United
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States, from any foreign country, of any securities or
evidences thereof or the receiving or holding in the
United States of any securities or evidences thereof so
brought into the United States.

SECTION 3. FOREIGN COUNTRIES AFFECTED; EFFECTIVE
DATE OF PROHIBITIONS

The term ‘‘foreign country designated in this Order’’
means a foreign country included in the following
schedule, and the term ‘‘effective date of this Order’’
means with respect to any such foreign country, or any
national thereof, the date specified in the following
schedule:

(a) April 8, 1940—
Norway and
Denmark;

(b) May 10, 1940—
The Netherlands,
Belgium and
Luxembourg;

(c) June 17, 1940—
France (including Monaco);

(d) July 10, 1940—
Latvia, Estonia and
Lithuania;

(e) October 9, 1940—
Rumania;

(f) March 4, 1941—
Bulgaria;

(g) March 13, 1941—
Hungary;

(h) March 24, 1941—
Yugoslavia;

(i) April 28, 1941—
Greece; and

(j) June 14, 1941—
Albania,
Andorra,
Austria,
Czechoslovakia,
Danzig,
Finland,
Germany,
Italy,
Liechtenstein,
Poland,
Portugal,
San Marino,
Spain,
Sweden,
Switzerland, and
Union of Soviet Socialist Republics;

(k) June 14, 1941—
China and
Japan;

(l) June 14, 1941—
Thailand;

(m) June 14, 1941—
Hong Kong.

The ‘‘effective date of this Order’’ with respect to any
foreign country not designated in this Order shall be
deemed to be June 14, 1941.

SECTION 4. RECORDS OF FOREIGN BANKING AND SECURITY
TRANSACTIONS; INVESTIGATIONS

A. The Secretary of the Treasury and/or the Attorney
General may require, by means of regulations, rulings,
instructions, or otherwise, any person to keep a full
record of, and to furnish under oath, in the form of re-
ports or otherwise, from time to time and at any time
or times, complete information relative to, any trans-
action referred to in section 5(b) of the Act of October
6, 1917 (40 Stat. 415) [this section], as amended, or rel-
ative to any property in which any foreign country or
any national thereof has any interest of any nature
whatsoever, direct or indirect, including the production
of any books of account, contracts, letters, or other pa-
pers, in connection therewith, in the custody or control
of such person, either before or after such transaction

is completed; and the Secretary of the Treasury and/or
the Attorney General may, through any agency, inves-
tigate any such transaction or act, or any violation of
the provisions of this Order.

B. Every person engaging in any of the transactions
referred to in sections 1 and 2 of this Order shall keep
a full record of each such transaction engaged in by
him, regardless of whether such transaction is effected
pursuant to license or otherwise, and such record shall
be available for examination for at least one year after
the date of such transaction.

SECTION 5. DEFINITIONS

A. As used in the first paragraph of section 1 of this
Order ‘‘transactions (which) involve property in which
any foreign country designated in this Order, or any
national thereof, has * * * any interest of any nature
whatsoever, direct or indirect,’’ shall include but not
by way of limitation (i) any payment or transfer to any
such foreign country or national thereof, (ii) any ex-
port or withdrawal from the United States to such for-
eign country, and (iii) any transfer of credit, or pay-
ment of an obligation, expressed in terms of the cur-
rency of such foreign country.

B. The term ‘‘United States’’ means the United
States and any place subject to the jurisdiction there-
of, and the term ‘‘continental United States’’ means
the States of the United States, the District of Colum-
bia, and the Territory of Alaska: Provided, however,
That for the purposes of this Order the term ‘‘United
States’’ shall not be deemed to include any territory
included within the term ‘‘foreign country’’ as defined
in paragraph D of this section.

C. The term ‘‘person’’ means an individual, partner-
ship, association, corporation, or other organization.

D. The term ‘‘foreign country’’ shall include, but not
by way of limitation,

(i) The state and the government thereof on the effec-
tive date of this Order as well as any political subdivi-
sion, agency, or instrumentality thereof or any terri-
tory, dependency, colony, protectorate, mandate, do-
minion, possession or place subject to the jurisdiction
thereof.

(ii) Any other government (including any political
subdivision, agency, or instrumentality thereof) to the
extent and only to the extent that such government ex-
ercises or claims to exercise de jure or de facto sov-
ereignty over the area which on such effective date
constituted such foreign country, and

(iii) Any territory which on or since the effective
date of this Order is controlled or occupied by the mili-
tary, naval or police forces or other authority of such
foreign country;

(iv) Any person to the extent that such person is, or
has been, or to the extent that there is reasonable
cause to believe that such person is, or has been, since
such effective date, acting or purporting to act directly
or indirectly for the benefit or on behalf of any of the
foregoing. Hong Kong shall be deemed to be a foreign
country within the meaning of this subdivision.

E. The term ‘‘national’’ shall include,
(i) Any person who has been domiciled in, or a sub-

ject, citizen or resident of a foreign country at any
time on or since the effective date of this Order,

(ii) Any partnership, association, corporation or
other organization, organized under the laws of, or
which on or since the effective date of this Order had
or has had its principal place of business in such for-
eign country, or which on or since such effective date
was or has been controlled by, or a substantial part of
the stock, shares, bonds, debentures, notes, drafts, or
other securities or obligations of which, was or has
been owned or controlled by, directly or indirectly,
such foreign country and/or one or more nationals
thereof as herein defined.

(iii) Any person to the extent that such person is, or
has been, since such effective date, acting or purporting
to act directly or indirectly for the benefit or on behalf
of any national of such foreign country, and

(iv) Any other person who there is reasonable cause
to believe is a ‘‘national’’ as herein defined.
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In any case in which by virtue of the foregoing defini-
tion a person is a national of more than one foreign
country, such person shall be deemed to be a national
of each such foreign country. In any case in which the
combined interests of two or more foreign countries
designated in this Order and/or nationals thereof are
sufficient in the aggregate to constitute, within the
meaning of the foregoing, control of 25 per centum or
more of the stock, shares, bonds, debentures, notes,
drafts, or other securities or obligations of a partner-
ship, association, corporation or other organization,
but such control or a substantial part of such stock,
shares, bonds, debentures, notes, drafts, or other secu-
rities or obligations is not held by any one such foreign
country and/or national thereof, such partnership, asso-
ciation, corporation or other organization shall be
deemed to be a national of each of such foreign coun-
tries. The Secretary of the Treasury shall have full
power to determine that any person is or shall be
deemed to be a ‘‘national’’ within the meaning of this
definition, and the foreign country of which such per-
son is or shall be deemed to be a national. Without lim-
itation of the foregoing, the term ‘‘national’’ shall also
include any other person who is determined by the Sec-
retary of the Treasury to be, or to have been, since
such effective date, acting or purporting to act directly
or indirectly for the benefit or under the direction of a
foreign country designated in this Order or national
thereof, as herein defined.

F. The term ‘‘banking institution’’ as used in this
Order shall include any person engaged primarily or in-
cidentally in the business of banking, of granting or
transferring credits, or of purchasing or selling foreign
exchange or procuring purchasers and sellers thereof,
as principal or agent, or any person holding credits for
others as a direct or incidental part of his business, or
brokers, and each principal, agent, home office, branch
or correspondent of any person so engaged shall be re-
garded as a separate ‘‘banking institution’’.

G. The term ‘‘this Order’’, as used herein, shall mean
Executive Order No. 8389 of April 10, 1940, as amended.

SECTION 6. CONSTRUCTION WITH EX. ORD. NO. 6560; SAVING
CLAUSE

Executive Order No. 8389 of April 10, 1940, as amended,
shall no longer be deemed to be an amendment to or a
part of Executive Order No. 6560 of January 15, 1934. Ex-
ecutive Order No. 6560 of January 15, 1934, and the Reg-
ulations of November 12, 1934, are hereby modified in so
far as they are inconsistent with the provisions of this
Order, and except as so modified, continue in full force
and effect. Nothing herein shall be deemed to revoke
any license, ruling, or instruction now in effect and is-
sued pursuant to Executive Order No. 6560 of January
15, 1934, as amended, or pursuant to this Order; pro-
vided, however, that all such licenses, rulings, or in-
structions shall be subject to the provisions hereof.
Any amendment, modification or revocation by or pur-
suant to the provisions of this Order of any orders, reg-
ulations, rulings, instructions or licenses shall not af-
fect any act done, or any suit or proceeding had or
commenced in any civil or criminal case prior to such
amendment, modification or revocation, and all pen-
alties, forfeitures and liabilities under any such orders,
regulations, rulings, instructions or licenses shall con-
tinue and may be enforced as if such amendment, modi-
fication or revocation had not been made.

SECTION 7. REGULATIONS BY SECRETARY OF THE TREASURY

Without limitation as to any other powers or author-
ity of the Secretary of the Treasury or the Attorney
General under any other provision of this Order, the
Secretary of the Treasury is authorized and empowered
to prescribe from time to time regulations, rulings, and
instructions to carry out the purposes of this Order and
to provide therein or otherwise the conditions under
which licenses may be granted by or through such offi-
cers or agencies as the Secretary of the Treasury may
designate, and the decision of the Secretary with re-

spect to the granting, denial or other disposition of an
application or license shall be final.

SECTION 8. OFFENSES AND PENALTIES UNDER ACT OCT. 6,
1917

Section 5(b) of the Act of October 6, 1917, as amended,
provides in part:

‘‘* * * Whoever willfully violates any of the provisions
of this subdivision or of any license, order, rule or regu-
lation issued thereunder, shall, upon conviction, be
fined not more than $10,000, or, if a natural person, may
be imprisoned for not more than ten years, or both; and
any officer, director, or agent of any corporation who
knowingly participates in such violation may be pun-
ished by a like fine, imprisonment, or both.’’

SECTION 9. AMENDMENTS OF ORDER AND REGULATIONS
PRESCRIBED THEREUNDER

This Order and any regulations, rulings, licenses or
instructions issued hereunder may be amended, modi-
fied or revoked at any time.

[Ex. Ord. No. 8389 and the regulations and general rul-
ings issued thereunder by the Secretary of the Treas-
ury were approved and confirmed by Res. May 7, 1940,
ch. 185, § 2, 54 Stat. 179.]

[Ex. Ord. No. 9760, July 24, 1946, 11 F.R. 7999, 50 U.S.C.
App., § 6 note, relating to diplomatic property of Ger-
many and Japan in the United States, supersedes con-
flicting provisions of Ex. Ord. No. 8389, set out above.]

EXECUTIVE ORDERS NOS. 8446, 8484, 8565, 8701, 8711, 8721,
8746

The application of Ex. Ord. No. 6560, §§ 9 to 14, to
French property by Ex. Ord. No. 8446, 5 F.R. 2279; to
Latvian, Estonian and Lithuanian property by Ex. Ord.
No. 8484, 5 F.R. 2586; to Rumanian property by Ex. Ord.
No. 8565, 5 F.R. 4062; to Bulgarian property by Ex. Ord.
No. 8701, 6 F.R. 1285; to Hungarian property by Ex. Ord.
No. 8711, 6 F.R. 1443; to Yugoslav property by Ex. Ord.
No. 8721, 6 F.R. 1622; to Greek property by Ex. Ord. No.
8746, 6 F.R. 2187, was incorporated in the provisions of
Ex. Ord. No. 8389 as amended by Ex. Ord. No. 8785, set
out above.

EX. ORD. NO. 9747. FUNCTIONS OF ALIEN PROPERTY CUS-
TODIAN AND TREASURY DEPARTMENT CONTINUED IN
PHILIPPINES

Ex. Ord. No. 9747, July 3, 1946, 11 F.R. 7518, provided:
The terms and provisions of Executive Order 9095 of

March 11, 1942, as amended [formerly set out as a note
under section 6 of the Appendix to Title 50, War and Na-
tional Defense], and Executive Order No. 8389 of April
10, 1940, as amended [set out above], shall continue in
force in the Philippines after July 4, 1946, and all pow-
ers and authority delegated by the said Executive Or-
ders to the Alien Property Custodian and to the Sec-
retary of the Treasury, respectively, shall after July 4,
1946, continue to be exercised in the Philippines by the
said officers, respectively, as therein provided.

EXECUTIVE ORDER NO. 10348

Ex. Ord. No. 10348, Apr. 26, 1952, 17 F.R. 3769, which
provided that Ex. Ord. No. 8389, Apr. 10, 1940, 5 F.R. 1400,
as amended, set out above, and all delegations, designa-
tions, regulations, rulings, instructions, and licenses is-
sued under such order, should be continued in force ac-
cording to their terms for the duration of the period of
the national emergency proclaimed by Proclamation
No. 2914 of December 16, 1950, set out as a note preced-
ing section 1 of the Appendix to Title 50, War and Na-
tional Defense, was superseded by Ex. Ord. No. 11281,
May 13, 1966, 31 F.R. 7215, set out as a note under sec-
tion 6 of the Appendix to Title 50.

EXECUTIVE ORDER NO. 11387

Ex. Ord. No. 11387, Jan. 1, 1968, 33 F.R. 47, which pro-
hibited transfers of capital to or within a foreign coun-
try or to any national thereof outside the United
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States by a person subject to the jurisdiction of the
United States who owns a 10 percent interest in a for-
eign business venture, was revoked by Ex. Ord. No.
12553, Feb. 25, 1986, 51 F.R. 7237.

EX. ORD. NO. 11825. REVOCATION OF EXECUTIVE ORDERS
PERTAINING TO REGULATION OF ACQUISITION OF, HOLD-
ING OF, OR OTHER TRANSACTIONS IN GOLD

Ex. Ord. No. 11825, Dec. 31, 1974, 40 F.R. 1003, provided:
By virtue of the authority vested in me by section 1

of the Act of August 8, 1950, 64 Stat. 419, and section
5(b) of the Act of October 6, 1917, as amended (12 U.S.C.
95a) [this section], and as President of the United
States, and in view of the provisions of section 3 of
Public Law 93–110, 87 Stat. 352, as amended by section
2 of Public Law 93–373, 88 Stat. 445, [set out as notes
under section 442 of former Title 31, Money and Fi-
nance], it is ordered as follows:

SECTION 1. Executive Order No. 6260 of August 28, 1933,
as amended by Executive Order No. 6359 of October 25,
1933, Executive Order No. 6556 of January 12, 1934, Exec-
utive Order No. 6560 of January 15, 1934, Executive
Order No. 10896 of November 29, 1960, Executive Order
No. 10905 of January 14, 1961, and Executive Order No.
11037 of July 20, 1962; the fifth and sixth paragraphs of
Executive Order No. 6073, March 10, 1933 [formerly set
out as a note under section 95 of this title]; sections 3
and 4 of Executive Order No. 6359 of October 25, 1933
[formerly set out as a note under section 248 of this
title]; and paragraph 2(d) of Executive Order No. 10289
of September 17, 1951 [set out as a note under section
301 of Title 3, The President], are hereby revoked.

SECTION 2. The revocation, in whole or in part, of
such prior Executive orders relating to regulation on
the acquisition of, holding of, or other transactions in
gold shall not affect any act completed, or any right
accruing or accrued, or any suit or proceeding finished
or started in any civil or criminal cause prior to the
revocation, but all such liabilities, penalties, and for-
feitures under the Executive orders shall continue and
may be enforced in the same manner as if the revoca-
tion had not been made.

This order shall become effective on December 31,
1974.

GERALD R. FORD.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 95b, 212, 3409,
3413 of this title; title 22 sections 6004, 6005; title 31 sec-
tion 5315.

§ 95b. Ratification of acts of President and Sec-
retary of the Treasury under section 95a

The actions, regulations, rules, licenses, or-
ders and proclamations heretofore or hereafter
taken, promulgated, made, or issued by the
President of the United States or the Secretary
of the Treasury since March 4, 1933, pursuant to
the authority conferred by section 95a of this
title, are approved and confirmed.

(Mar. 9, 1933, ch. 1, title I, § 1, 48 Stat. 1.)

CODIFICATION

This section is also set out as a note under section 5
of Title 50, Appendix, War and National Defense.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 212 of this title.

SUBCHAPTER V—OBTAINING AND ISSUING
CIRCULATING NOTES

§§ 101 to 110. Repealed. Pub. L. 103�325, title VI,
§ 602(e)(5)�(11), (f)(2)�(4)(A), (g)(9), Sept. 23,
1994, 108 Stat. 2292, 2294

Section 101, acts Mar. 14, 1900, ch. 41, § 12, 31 Stat. 49;
Oct. 5, 1917, ch. 74, § 2, 40 Stat. 342, provided for delivery

of circulating notes in blank to national banking asso-
ciations depositing bonds with Treasurer of United
States.

Section 101a, R.S. § 5159; Dec. 23, 1913, ch. 6, § 17, 38
Stat. 268; June 21, 1917, ch. 32, § 9, 40 Stat. 239, related
to deposit of bonds to secure circulating notes.

Section 102, R.S. § 5158, construed term ‘‘United
States bonds’’ as including registered bonds.

Section 103, act Oct. 5, 1917, ch. 74, § 3, 40 Stat. 342, re-
lated to denominations of notes and limitation on
amount of $1 and $2 notes.

Section 104, R.S. § 5172; May 30, 1908, ch. 229, § 11, 35
Stat. 551; Dec. 23, 1913, ch. 6, § 27, 38 Stat. 274; Aug. 4,
1914, ch. 225, 38 Stat. 682; Mar. 3, 1919, ch. 101, § 4, 40
Stat. 1315, related to printing and form of circulating
notes.

Section 105, act June 20, 1874, ch. 343, § 5, 18 Stat. 124,
provided that Comptroller of Currency was to print
charter numbers of association on national bank notes.

Section 106, act Mar. 3, 1875, ch. 130, § 1, 18 Stat. 372,
provided for printing national-bank notes on distinc-
tive paper adopted by Secretary of the Treasury.

Section 107, R.S. § 5173, related to custody of plates
and dies procured for printing notes and payment of ex-
penses.

Section 108, R.S. § 5174; Feb. 27, 1877, ch. 69, § 1, 19
Stat. 252, related to examination of plates, dies, and
other material from which national-bank circulation
was printed, and destruction of obsolete material.

Section 109, R.S. § 5182; Jan. 13, 1920, ch. 38, 41 Stat.
387, provided that banks could issue and circulate notes
the same as money if signed by officers in manner of
obligatory promissory notes payable on demand at
place of business, and specified demands for which such
notes were to be received.

Section 110, R.S. § 5183; Feb. 18, 1875, ch. 80, § 1, 18
Stat. 320, prohibited banks from issuing unauthorized
notes.

SUBCHAPTER VI—REDEMPTION AND
REPLACEMENT OF CIRCULATING NOTES

§ 121. Repealed. Pub. L. 103�325, title VI,
§ 602(f)(4)(B), Sept. 23, 1994, 108 Stat. 2292

Section, acts June 20, 1874, ch. 343, § 3, 18 Stat. 123;
Dec. 23, 1913, ch. 6, § 20, 38 Stat. 271; May 29, 1920, ch. 214,
§ 1, 41 Stat. 654, provided that every national banking
association was to establish reserve in Treasury for re-
demption of notes by Treasurer of United States, for-
ward notes unfit for use to Treasurer for disposition,
and reimburse expenses of Treasury.

§ 121a. Redemption of notes unidentifiable as to
bank of issue

Whenever any Federal Reserve bank notes or
Federal Reserve notes are presented to the
Treasurer of the United States for redemption
and such notes cannot be identified as to the
bank of issue or the bank through which issued,
the Treasurer of the United States may redeem
such notes under such rules and regulations as
the Secretary of the Treasury may prescribe.

(June 13, 1933, ch. 62, § 1, 48 Stat. 127; Pub. L.
89–427, § 4(a), May 20, 1966, 80 Stat. 161; Pub. L.
103–325, title VI, § 602(g)(8)(A), Sept. 23, 1994, 108
Stat. 2294.)

AMENDMENTS

1994—Pub. L. 103–325, § 602(g)(8)(A)(ii), which directed
the amendment of this section by striking out ‘‘, and
the notes, other than Federal Reserves notes, so re-
deemed shall be forwarded to the Comptroller of the
Currency for cancellation and destruction’’ after
‘‘Treasury may prescribe’’, was executed by striking
out text which contained the word ‘‘Reserves’’ rather
than ‘‘Reserve’’, to reflect the probable intent of Con-
gress.
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1 See References in Text note below.

Pub. L. 103–325, § 602(g)(8)(A)(i), substituted ‘‘When-
ever any Federal Reserve bank notes,’’ for ‘‘Whenever
any national-bank notes, Federal Reserve bank notes,’’.

1966—Pub. L. 89–427 excepted Federal Reserve notes
from the category of notes which, upon redemption by
the Treasurer of the United States, must be forwarded
to the Comptroller of the Currency for cancellation and
destruction.

TRANSFER OF FUNCTIONS

For transfer of functions to Secretary of the Treas-
ury, see note set out under section 121 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 122a of this title.

§ 122. Repealed. Pub. L. 97�258, § 5(b), Sept. 13,
1982, 96 Stat. 1068

Section, act July 14, 1890, ch. 708, § 6, 26 Stat. 289, re-
lated to deposits received by the Treasurer from na-
tional banks made to redeem circulating notes of such
banks and disposition of those deposits.

§ 122a. Redeemed notes of unidentifiable issue;
funds charged against

Federal Reserve bank notes redeemed by the
Treasurer of the United States under section
121a of this title shall be charged against the
balance of deposits for the retirement of Federal
Reserve bank notes under the provisions of sec-
tions 122 and 445 1 of this title; and charges for
Federal Reserve notes redeemed by the Treas-
urer of the United States under section 121a of
this title shall be apportioned among the twelve
Federal Reserve banks as determined by the
Board of Governors of the Federal Reserve Sys-
tem.

(June 13, 1933, ch. 62, § 2, 48 Stat. 128; Pub. L.
89–427, § 4(b), May 20, 1966, 80 Stat. 161; Pub. L.
103–325, title VI, § 602(g)(8)(B), Sept. 23, 1994, 108
Stat. 2294.)

REFERENCES IN TEXT

Section 122 of this title, referred to in text, was re-
pealed by Pub. L. 97–258, § 5(b), Sept. 13, 1982, 96 Stat.
1068.

Section 445 of this title, referred to in text, was re-
pealed by act June 12, 1945, ch. 186, § 3, 59 Stat. 238.

AMENDMENTS

1994—Pub. L. 103–325 struck out ‘‘National-bank notes
and’’ before ‘‘Federal Reserve bank notes redeemed’’
and ‘‘national-bank notes and’’ after ‘‘deposits for the
retirement of’’.

1966—Pub. L. 89–427 substituted provisions allowing
the Board of Governors of the Federal Reserve System
to determine the proper apportioning between the Fed-
eral Reserve banks of the charges for the redemption
by the Treasurer of the United States of Federal Re-
serve notes that are unidentifiable as to bank of issue
for provisions that set out the exact formula for deter-
mining the proper apportioning of charges using a pro-
portion based upon the amount of Federal Reserve
notes of each Federal Reserve bank in circulation in
the 31st day of December of the year preceding the date
of redemption, with the amount apportioned under the
formula charged by the Treasurer of the United States
against deposit in the gold-redemption fund made by
the bank or its Federal Reserve agent.

TRANSFER OF FUNCTIONS

For transfer of functions to Secretary of the Treas-
ury, see note set out under section 121 of this title.

§§ 123 to 126. Repealed. Pub. L. 103�325, title VI,
§ 602(e)(12), (13), (f)(4)(C), (6), Sept. 23, 1994,
108 Stat. 2292, 2293

Section 123, R.S. § 5195; June 20, 1874, ch. 343, § 3, 18
Stat. 123, related to redemption of notes by bank at
own counter.

Section 124, R.S. § 5184; June 23, 1874, ch. 455, § 1, 18
Stat. 206, related to destroying and replacing notes
unfit for use.

Section 125, act July 28, 1892, ch. 317, 27 Stat. 322, re-
lated to redemption of lost or stolen notes.

Section 126, act June 20, 1874, ch. 343, § 8, 18 Stat. 125,
related to duty of Treasurer, designated depositaries,
and national-bank depositaries of United States to re-
turn notes of failed or liquidated banks to Treasury for
redemption.

§ 127. Repealed. Pub. L. 89�554, § 8(a), Sept. 6,
1966, 80 Stat. 633

Section, act Mar. 3, 1875, ch. 130, § 3, 18 Stat. 399, pro-
vided for a clerical force for redemption of circulating
notes.

SUBCHAPTER VII—PROCEEDINGS ON FAIL-
URE OF BANK TO REDEEM CIRCULATING
NOTES

§§ 131 to 138. Repealed. Pub. L. 103�325, title VI,
§ 602(e)(14)�(21), Sept. 23, 1994, 108 Stat. 2292

Section 131, R.S. § 5226; June 20, 1874, ch. 343, § 3, 18
Stat. 123, related to protest of notes and waiver of de-
mand and notice of protest.

Section 132, R.S. § 5227, related to appointment by
Comptroller of the Currency of special agent to exam-
ine failure of national banking association to redeem
its circulating notes and provided for forfeiture of asso-
ciation’s bonds to United States based on findings of
agent.

Section 133, R.S. § 5228; Feb. 18, 1875, ch. 80, § 1, 18
Stat. 320, prohibited banking associations from con-
tinuing in business after default.

Section 134, R.S. § 5229, provided that, upon declara-
tion of forfeiture of association’s bonds, Comptroller of
the Currency was to notify holders of circulating notes
to present notes for payment and was authorized to
cancel bonds pledged by association.

Section 135, R.S. § 5232, related to disposition of re-
deemed notes and perpetuation of evidence of payment
of such notes.

Section 136, R.S. § 5233, related to cancellation of re-
deemed notes.

Section 137, R.S. § 5230, provided Comptroller of the
Currency with option of selling defaulting association’s
bonds at auction, rather than cancelling them, and
granted United States paramount lien on all associa-
tion assets in case of deficiencies from such sale.

Section 138, R.S. § 5231, related to private sale of de-
faulting association’s bonds by Comptroller of the Cur-
rency.

SUBCHAPTER VIII—RESERVE CITIES;
LAWFUL RESERVES

§ 141. Central reserve and reserve cities; designa-
tion

The cities of New York and Chicago are des-
ignated as central reserve cities, and the follow-
ing cities are designated as reserve cities:

Boston Indianapolis
Albany Chicago
Brooklyn and Bronx Peoria
Buffalo Detroit
Philadelphia Grand Rapids
Pittsburgh Milwaukee
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Baltimore Minneapolis
Washington St. Paul
Richmond Cedar Rapids
Atlanta Des Moines
Little Rock Dubuque
Louisville Sioux City
Memphis Kansas City, Mo.
Nashville St. Joseph
Cincinnati Jacksonville
Cleveland Birmingham
Columbus New Orleans
Toledo Dallas
El Paso Pueblo
Fort Worth Muskogee
Galveston Oklahoma City
Houston Tulsa
San Antonio Savannah
Waco Seattle
St. Louis Spokane
Lincoln Portland
Omaha Los Angeles
Kansas City, Kans. Oakland
Topeka San Francisco
Wichita Ogden
Helena Salt Lake City
Denver

The Board of Governors of the Federal Reserve
System may at any time reclassify cities so des-
ignated as reserve and central reserve cities,
may add to the number so classified, or termi-
nate the designation of any cities as such.

(R.S. § 5191; Dec. 23, 1913, ch. 6, § 2, 38 Stat. 251;
Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat.
704.)

CENTRAL RESERVE CITIES

Section 3(b)(1), (2), of Pub. L. 86–114, July 28,
1959, 73 Stat. 263, reclassified New York and
Chicago as reserve cities and terminated the
classification of central reserve city and the au-
thority of the Board of Governors of the Federal
Reserve System to classify or reclassify cities as
central reserve cities, effective 3 years after July
28, 1959. See Central Reserve and Reserve Cities
note, set out under this section.

CODIFICATION

R.S. § 5191 derived from act June 3, 1864, ch. 106, § 31,
13 Stat. 108, which was the National Bank Act, and act
Mar. 1, 1872, ch. 22, 17 Stat. 32. See section 38 of this
title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

CENTRAL RESERVE AND RESERVE CITIES

Section 3(b) of Pub. L. 86–114, July 28, 1959, 73 Stat.
263, provided that: ‘‘Effective three years after the date
of the enactment of this Act [July 28, 1959]—

‘‘(1) New York and Chicago are reclassified as re-
serve cities under the Federal Reserve Act;

‘‘(2) the classification ‘central reserve city’ under
the Federal Reserve Act, and the authority of the
Board of Governors of the Federal Reserve System to
classify or reclassify cities as ‘central reserve cities’
under such Act, are terminated;

‘‘(3) section 5192 of the Revised Statutes of the
United States (12 U.S.C., sec. 144) is amended by
striking out ‘central reserve or’;

‘‘(4) section 2 of the Act of March 3, 1887 (ch. 378; 24
Stat. 560) is repealed;

‘‘(5) the last paragraph of section 2 of the Federal
Reserve act (12 U.S.C., sec. 224) is amended by strik-
ing out ‘and central reserve cities’;

‘‘(6) section 11(e) of the Federal Reserve Act (12
U.S.C., sec. 248e) is amended by striking out ‘and cen-
tral reserve’ each place it appears;

‘‘(7) the third paragraph (lettered (a)) of section 19
of the Federal Reserve Act (12 U.S.C., sec. 462) is
amended by striking out ‘or central reserve’;

‘‘(8) the fifth paragraph (lettered (c)) of such section
19 is repealed;

‘‘(9) subparagraph (2) of the sixth paragraph of such
section 19 (as added by the first section of this Act)
is amended by striking out ‘and a member bank in a
central reserve city may hold and maintain the re-
serve balances which are in effect under this section
for member banks described in paragraph (a) or (b),’;

‘‘(10) the seventh paragraph of such section 19 is
amended by striking out clauses (1), (2), (3), and (4)
and inserting in lieu thereof the following: ‘(1) by
member banks in reserve cities, (2) by member banks
not in reserve cities, or (3) by all member banks’; and

‘‘(11) the seventh paragraph of such section is fur-
ther amended by striking out ‘and central reserve cit-
ies’.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 481 of this title.

§ 142. Banks in reserve cities; reserves

National banking associations located in re-
serve cities or central reserve cities shall main-
tain reserves provided for in section 462 of this
title for banks so located.

(R.S. § 5191; Dec. 23, 1913, ch. 6, §§ 19, 27, 38 Stat.
270, 274; Aug. 4, 1914, ch. 225, 38 Stat. 682; Aug. 15,
1914, ch. 252, 38 Stat. 691; June 21, 1917, ch. 32,
§ 10, 40 Stat. 239.)

REFERENCES IN TEXT

Section 462 of this title, referred to in text, was omit-
ted from the Code. See section 461 of this title.

CODIFICATION

R.S. § 5191 derived from act June 3, 1864, ch. 106, § 31,
13 Stat. 108, which was the National Bank Act, and act
Mar. 1, 1872, ch. 22, 17 Stat. 32. See section 38 of this
title.

TERMINATION OF CENTRAL RESERVE CITIES

Central reserve cities terminated, see section 3(b) of
Pub. L. 86–114, July 28, 1959, 73 Stat. 263 set out as a
note under section 141 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 248, 1424, 1828 of
this title.

§ 143. Banks in Alaska and insular possessions;
lawful money reserves

Every national banking association located in
Alaska or in a dependency or insular possession
or any part of the United States outside of the
continental United States, and not a member of
the Federal reserve system, shall at all times
have on hand in lawful money of the United
States an amount equal to at least 15 percent of
the aggregate amount of its deposits in all re-
spects. Whenever the lawful money of any such
association shall fall below 15 percent of its de-
posits such association shall not increase its li-
abilities by making any new loans or discounts
other than by discounting or purchasing bills of
exchange payable at sight nor make any divi-
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dends of its profits until the required proportion
between the aggregate amount of its deposits
and its lawful money of the United States has
been restored. And the Comptroller of the Cur-
rency shall notify any such association whose
lawful money reserve shall be below the amount
required to be kept on hand to make good such
reserve, and if such association shall fail for
thirty days thereafter so to make good its law-
ful money the Comptroller may, with the con-
currence of the Secretary of the Treasury, ap-
point a receiver to wind up the business of the
association as provided in section 192 of this
title.

(R.S. § 5191.)

CODIFICATION

R.S. § 5191 derived from act June 3, 1864, ch. 106, § 31,
13 Stat. 108, which was the National Bank Act, and act
Mar. 1, 1872, ch. 22, 17 Stat. 32. See section 38 of this
title.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 144. Certain balances counted toward reserves
in dependencies and insular possessions

Four-fifths of the reserve of 15 per centum
which a national bank located in a dependency
or insular possession or any part of the United
States outside of the continental United States,
and not a member of the Federal Reserve Sys-
tem, is required to keep, may consist of balances
due such bank from associations approved by
the Comptroller of the Currency and located in
any one of the reserve cities as now or hereafter
defined by law or designated by the Board of
Governors of the Federal Reserve System.

(R.S. § 5192; July 1, 1952, ch. 536, 66 Stat. 314; Pub.
L. 86–70, § 7, June 25, 1959, 73 Stat. 142; Pub. L.
86–114, § 3(b)(3), July 28, 1959, 73 Stat. 263.)

CODIFICATION

R.S. § 5192 derived from act June 3, 1864, ch. 106, § 31,
13 Stat. 108, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1959—Pub. L. 86–114 struck out ‘‘central reserve or’’
before ‘‘reserve cities’’.

Pub. L. 86–70 struck out ‘‘in Alaska or’’ before ‘‘in a
dependency’’.

1952—Act July 1, 1952, reduced the required amount of
cash on hand from two-fifths to one-fifth of the re-
quired reserve of 15 per centum.

EFFECTIVE DATE OF 1959 AMENDMENT

Amendment by Pub. L. 86–114 effective three years
after July 28, 1959, see section 3(b) of Pub. L. 86–114, set
out as a Central Reserve and Reserve Cities note under
section 141 of this title.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§§ 145, 146. Repealed. Pub. L. 97�258, § 5(b), Sept.
13, 1982, 96 Stat. 1068

Section 145, act July 14, 1890, ch. 708, § 2, 26 Stat. 289,
authorized counting of treasury notes held by national
banking associations as part of their lawful reserve.

Section 146, act July 12, 1882, ch. 290, § 12, 22 Stat. 165,
related to holding of gold and silver certificates by na-
tional banking associations.

SUBCHAPTER IX—FORMATION OF
ASSOCIATIONS TO ISSUE GOLD NOTES

§§ 151 to 153. Repealed. Pub. L. 103�325, title VI,
§ 602(e)(22), (23), (f)(7), Sept. 23, 1994, 108
Stat. 2292, 2293

Section 151, R.S. § 5185; Jan. 19, 1875, ch. 19, 18 Stat.
302, related to organization of associations to issue gold
notes.

Section 152, R.S. § 5186, related to mandatory estab-
lishment of lawful money reserves by associations issu-
ing gold notes and reception by such associations of
gold notes of other associations in payment of debts.

Section 153, act Feb. 14, 1880, ch. 25, 21 Stat. 66, relat-
ed to conversion of gold banks into currency banks.

SUBCHAPTER X—BANK EXAMINATIONS;
REPORTS

§ 161. Reports to Comptroller of the Currency

(a) Reports of condition; form; contents; date of
making; publication

Every association shall make reports of condi-
tion to the Comptroller of the Currency in ac-
cordance with the Federal Deposit Insurance
Act [12 U.S.C. 1811 et seq.]. The Comptroller of
the Currency may call for additional reports of
condition, in such form and containing such in-
formation as he may prescribe, on dates to be
fixed by him, and may call for special reports
from any particular association whenever in his
judgment the same are necessary for his use in
the performance of his supervisory duties. Each
report of condition shall contain a declaration
by the president, a vice president, the cashier,
or by any other officer designated by the board
of directors of the bank to make such declara-
tion, that the report is true and correct to the
best of his knowledge and belief. The correctness
of the report of condition shall be attested by
the signatures of at least three of the directors
of the bank other than the officer making such
declaration, with the declaration that the report
has been examined by them and to the best of
their knowledge and belief is true and correct.
Each report shall exhibit in detail and under ap-
propriate heads the resources and liabilities of
the association at the close of business on any
past day specified by the Comptroller, and shall
be transmitted to the Comptroller within the
period of time specified by the Comptroller. Spe-
cial reports called for by the Comptroller need
contain only such information as is specified by
the Comptroller in his request therefor, and pub-
lication of such reports need be made only if di-
rected by the Comptroller.
(b) Payment of dividends

Every association shall make to the Comptrol-
ler reports of the payment of dividends, includ-
ing advance reports of dividends proposed to be
declared or paid in such cases and under such
conditions as the Comptroller deems necessary
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to carry out the purposes of the laws relating to
national banking associations in such form and
at such times as he may require.
(c) Reports of affiliates; form; contents; date of

making; publication; penalties
Each national banking association shall ob-

tain from each of its affiliates other than mem-
ber banks and furnish to the Comptroller of the
Currency not less than four reports during each
year, in such form as the Comptroller may pre-
scribe, verified by the oath or affirmation of the
president or such other officer as may be des-
ignated by the board of directors of such affili-
ate to verify such reports, disclosing the infor-
mation hereinafter provided for as of dates iden-
tical with those for which the Comptroller shall
during such year require the reports of the con-
dition of the association. Each such report of an
affiliate shall be transmitted to the Comptroller
at the same time as the corresponding report of
the association, except that the Comptroller
may, in his discretion, extend such time for
good cause shown. Each such report shall con-
tain such information as in the judgment of the
Comptroller of the Currency shall be necessary
to disclose fully the relations between such affil-
iate and such bank and to enable the Comptrol-
ler to inform himself as to the effect of such re-
lations upon the affairs of such bank. The Comp-
troller shall also have power to call for addi-
tional reports with respect to any such affiliate
whenever in his judgment the same are nec-
essary in order to obtain a full and complete
knowledge of the conditions of the association
with which it is affiliated. Such additional re-
ports shall be transmitted to the Comptroller of
the Currency in such form as he may prescribe.

(R.S. § 5211; Feb. 27, 1877, ch. 69, § 1, 19 Stat. 252;
Dec. 28, 1922, ch. 18, 42 Stat. 1067; Feb. 25, 1927,
ch. 191, § 13, 44 Stat. 1232; June 16, 1933, ch. 89,
§ 27, 48 Stat. 191; Pub. L. 86–230, §§ 11, 22(b), Sept.
8, 1959, 73 Stat. 458, 466; Pub. L. 86–671, § 5, July
14, 1960, 74 Stat. 551; Pub. L. 89–485, § 13(d), July
1, 1966, 80 Stat. 243; Pub. L. 101–73, title IX,
§ 911(b)(1), Aug. 9, 1989, 103 Stat. 478; Pub. L.
103–325, title III, § 308(a), Sept. 23, 1994, 108 Stat.
2218.)

REFERENCES IN TEXT

The Federal Deposit Insurance Act, referred to in
subsec. (a), is act Sept. 21, 1950, ch. 967, § 2, 64 Stat. 873,
as amended, which is classified generally to chapter 16
(§ 1811 et seq.) of this title. For complete classification
of this Act to the Code, see Short Title note set out
under section 1811 of this title and Tables.

CODIFICATION

R.S. § 5211 derived from act June 3, 1864, ch. 106, § 34,
13 Stat. 109, which was the National Bank Act, and act
Mar. 3, 1869, ch. 130, § 1, 15 Stat. 326. See section 38 of
this title.

AMENDMENTS

1994—Subsec. (a). Pub. L. 103–325, § 308(a)(1), struck
out before period at end of fifth sentence ‘‘; and the
statement of resources and liabilities in the same form
in which it is made to the Comptroller shall be pub-
lished in a newspaper published in the place where such
association is established, or if there is no newspaper in
the place, then in the one published nearest thereto in
the same county, at the expense of the association, and
such proof of publication shall be furnished as may be
required by the Comptroller’’.

Subsec. (c). Pub. L. 103–325, § 308(a)(2), struck out
after third sentence ‘‘The reports of such affiliates
shall be published by the association under the same
conditions as govern its own condition reports.’’

1989—Subsec. (a). Pub. L. 101–73, § 911(b)(1)(A), in fifth
sentence substituted ‘‘within the period of time speci-
fied by the Comptroller’’ for ‘‘within ten days after the
receipt of a request therefor from him’’.

Subsec. (c). Pub. L. 101–73, § 911(b)(1)(B), struck out at
end ‘‘Any such affiliated bank which fails to obtain and
furnish any report required under this section shall be
subject to a penalty of $100 for each day during which
such failure continues.’’

1966—Subsec. (c). Pub. L. 89–485 struck out second
sentence stating that the term ‘‘affiliate’’ shall include
holding company affiliates as well as other affiliates.

1960—Subsec. (a). Pub. L. 86–671, § 5(a), designated ex-
isting provisions of former first par. as subsec. (a), sub-
stituted provisions relating to the making of reports of
condition in accordance with the Federal Deposit In-
surance Act and additional reports of condition con-
taining declaration of officer for former provisions re-
quiring minimum of three reports annually verified by
an officer, inserted provisions respecting contents and
publication of special reports and deleted requirement
for making reports of payment of dividends, which is
incorporated in subsec. (b) of this section.

Subsec. (b). Pub. L. 86–671, § 5(a), designated existing
provisions of former first par. as subsec. (b).

Subsec. (c). Pub. L. 86–671, § 5(b), designated existing
provisions of former second par. as subsec. (c) and sub-
stituted ‘‘four’’ for ‘‘three’’ in first sentence.

1959—Pub. L. 86–230 required transmission of reports
to the Comptroller within ten instead of five days and
the making of reports of the payment of dividends in-
cluding advance reports of dividends proposed to be de-
clared or paid, respectively.

1933—Act June 16, 1933, added second par.
1927—Act Feb. 25, 1927, inserted ‘‘or of a vice-presi-

dent, or of an assistant cashier of the association des-
ignated by its board of directors to verify such reports
in the absence of the president and cashier, taken be-
fore a notary public properly authorized and commis-
sioned by the State in which such notary resides and
the association is located, or any other officer having
an official seal, authorized in such State to administer
oaths’’ in first sentence, and ‘‘and the statement of re-
sources and liabilities together with acknowledgment
and attestation’’, in second sentence.

EFFECTIVE DATE OF 1989 AMENDMENT

Section 911(i)[(g)] of Pub. L. 101–73 provided that:
‘‘The amendments made by this section [amending this
section and sections 164, 324, 1782, 1817, 1847, and 1882 of
this title] shall apply with respect to reports filed or
required to be filed after the date of the enactment of
this Act [Aug. 9, 1989].’’

EFFECTIVE DATE OF 1960 AMENDMENT

Amendment by Pub. L. 86–671 effective Jan. 1, 1961,
see section 7 of Pub. L. 86–671, set out as a note under
section 1817 of this title.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 164 of this title;
title 7 section 6f; title 15 sections 78o–5, 78q.

§ 162. Repealed. Pub. L. 86�671, § 6, July 14, 1960,
74 Stat. 552.

Section, act Feb. 26, 1881, ch. 82, 21 Stat. 352, pre-
scribed the manner of verification of reports of condi-
tion of national banks. See section 1817 of this title.
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1 So in original. Probably should be ‘‘section’’.

EFFECTIVE DATE OF REPEAL

Repeal effective Jan. 1, 1961, see section 7 of Pub. L.
86–671, set out as an Effective Date of 1960 Amendment
note under section 1817 of this title.

§ 163. Repealed. Pub. L. 86�230, § 22(a), Sept. 8,
1959, 73 Stat. 466

Section, R.S. § 5212, related to report of dividends and
net earnings. See section 161 of this title.

§ 164. Penalty for failure to make reports

(a) First tier
Any association which—

(1) maintains procedures reasonably adapted
to avoid any inadvertent error and, uninten-
tionally and as a result of such an error—

(A) fails to make, obtain, transmit, or pub-
lish any report or information required by
the Comptroller of the Currency under sec-
tion 161 of this title, within the period of
time specified by the Comptroller; or

(B) submits or publishes any false or mis-
leading report or information; or

(2) inadvertently transmits or publishes any
report which is minimally late,

shall be subject to a penalty of not more than
$2,000 for each day during which such failure
continues or such false or misleading informa-
tion is not corrected. The association shall have
the burden of proving that an error was inad-
vertent and that a report was inadvertently
transmitted or published late.
(b) Second tier

Any association which—
(1) fails to make, obtain, transmit, or pub-

lish any report or information required by the
Comptroller of the Currency under section 161
of this title, within the period of time speci-
fied by the Comptroller; or

(2) submits or publishes any false or mislead-
ing report or information,

in a manner not described in subsection (a) of
this section shall be subject to a penalty of not
more than $20,000 for each day during which
such failure continues or such false or mislead-
ing information is not corrected.
(c) Third tier

Notwithstanding subsections (a) and (b) of this
section, if any association knowingly or with
reckless disregard for the accuracy of any infor-
mation or report described in subsection (b) of
this section submits or publishes any false or
misleading report or information, the Comptrol-
ler may assess a penalty of not more than
$1,000,000 or 1 percent of total assets of the asso-
ciation, whichever is less, per day for each day
during which such failure continues or such
false or misleading information is not corrected.
(d) Assessment; etc.

Any penalty imposed under subsection (a), (b),
or (c) of this section shall be assessed and col-
lected by the Comptroller of the Currency in the
manner provided in subparagraphs (E), (F), (G),
and (I) of section 1818(i)(2) of this title (for pen-
alties imposed under such section) and any such
assessment (including the determination of the
amount of the penalty) shall be subject to the
provisions of such section.

(e) Hearing
Any association against which any penalty is

assessed under this subsection 1 shall be afforded
an agency hearing if such association submits a
request for such hearing within 20 days after the
issuance of the notice of assessment. Section
1818(h) of this title shall apply to any proceeding
under this section.

(R.S. § 5213; Pub. L. 86–230, § 12, Sept. 8, 1959, 73
Stat. 458; Pub. L. 101–73, title IX, § 911(b)(2), Aug.
9, 1989, 103 Stat. 478.)

CODIFICATION

R.S. § 5213 derived from act Mar. 3, 1869, ch. 130, §§ 1,
2, 15 Stat. 326, 327.

AMENDMENTS

1989—Pub. L. 101–73 amended section generally. Prior
to amendment, section read as follows: ‘‘Every associa-
tion which fails to make and transmit any report re-
quired under section 161 of this title shall be subject to
a penalty of $100 for each day after the periods, respec-
tively, therein mentioned, that it delays to make and
transmit its report. Whenever any association delays or
refuses to pay the penalty herein imposed, after it has
been assessed by the Comptroller of the Currency, the
amount thereof may be retained by the Treasurer of
the United States, upon the order of the Comptroller of
the Currency, out of the interest, as it may become due
to the association, on the bonds deposited with him to
secure circulation. All sums of money collected for pen-
alties under this section shall be paid into the Treasury
of the United States.’’

1959—Pub. L. 86–230 substituted ‘‘section 161 of this
title’’ for ‘‘either section 161 or 163 of this title’’.

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by Pub. L. 101–73 applicable with respect
to reports filed or required to be filed after Aug. 9, 1989,
see section 911(i) of Pub. L. 101–73, set out as a note
under section 161 of this title.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1831k of this
title.

§ 165. Omitted

CODIFICATION

Section, R.S. § 5241, related to limitation of visitorial
powers. See section 484 of this title.

SUBCHAPTER XI—MISCELLANEOUS PROVI-
SIONS REGARDING UNITED STATES
BONDS IN RELATION TO NATIONAL
BANKS

§§ 168 to 177. Repealed. Pub. L. 103�325, title VI,
§ 602(e)(24)�(31), (f)(4)(D), (5)(A), Sept. 23,
1994, 108 Stat. 2292, 2293

Section 168, R.S. § 5160, authorized associations to
take up bonds upon returning circulating notes to
Comptroller of the Currency.

Section 169, R.S. § 5161, related to exchange of United
States coupon bonds for registered bonds.

Section 170, R.S. § 5162; Aug. 23, 1935, ch. 614, § 313, 49
Stat. 711, related to manner of making transfers of
bonds.
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Section 171, R.S. § 5163, related to establishment of
registry of transferred bonds by Comptroller of the Cur-
rency.

Section 172, R.S. § 5164, required Comptroller of the
Currency to notify national banking associations of
transfers from its accounts.

Section 173, R.S. § 5165, related to examination of reg-
istry and bonds by Comptroller of the Currency and
Treasurer of United States.

Section 174, R.S. § 5166, related to annual examination
of bonds by national banking associations.

Section 175, R.S. § 5167, related to custody of bonds
and collection of interest.

Section 176, acts June 20, 1874, ch. 343, § 4, 18 Stat. 124;
June 21, 1917, ch. 32, § 9, 40 Stat. 239, provided that asso-
ciations desiring to withdraw circulating notes could,
upon deposit of money with Treasurer of United States,
withdraw bonds on deposit with Treasurer for security
of such notes.

Section 177, acts July 12, 1882, ch. 290, § 8, 22 Stat. 164;
Mar. 14, 1900, ch. 41, § 12, 31 Stat. 49; June 21, 1917, ch.
32, § 9, 40 Stat. 239, related to amount of bonds banks
were required to keep on deposit with Treasurer of
United States, as security for circulating notes, and au-
thorized banks having deposits in excess of such
amount to reduce, or retire in full, their circulation by
depositing lawful money.

§ 177a. Funds available for cost of transporting
and redeeming national and Federal Reserve
bank notes

The cost of transporting and redeeming out-
standing national bank notes and Federal Re-
serve bank notes as may be presented to the
Treasurer of the United States for redemption
shall be paid from the regular annual appropria-
tion for the Department of the Treasury.

(Oct. 10, 1940, ch. 841, 54 Stat. 1093; Pub. L.
103–325, title VI, § 602(g)(10), Sept. 23, 1994, 108
Stat. 2294.)

AMENDMENTS

1994—Pub. L. 103–325 amended section generally. Prior
to amendment, section read as follows: ‘‘After the re-
imbursement to the Treasury from funds derived from
assessments made pursuant to section 177 of this title,
of all costs lawfully charged thereto for the fiscal year
ending June 30, 1941, the balance of such funds shall be
covered into the Treasury as miscellaneous receipts;
and thereafter the cost of transporting and redeeming
such outstanding national bank notes and Federal Re-
serve bank notes as may be presented to the Treasurer
of the United States for redemption shall be paid from
the regular annual appropriations for the Treasury De-
partment.’’

§ 178. Repealed. Pub. L. 103�325, title VI,
§ 602(f)(5)(B), Sept. 23, 1994, 108 Stat. 2293

Section, acts July 12, 1882, ch. 290, § 9, 22 Stat. 164;
Mar. 14, 1900, ch. 41, § 12, 31 Stat. 49; Mar. 4, 1907, ch.
2913, § 4, 34 Stat. 1290, authorized national banking asso-
ciations desiring to withdraw circulating notes to de-
posit money with Treasurer of United States and with-
draw bonds or other securities securing such notes.

SUBCHAPTER XII—VOLUNTARY
DISSOLUTION

§ 181. Voluntary dissolution; appointment and re-
moval of liquidating agent or committee; ex-
amination

Any association may go into liquidation and
be closed by the vote of its shareholders owning
two-thirds of its stock. If the liquidation is to be
effected in whole or in part through the sale of

any of its assets to and the assumption of its de-
posit liabilities by another bank, the purchase
and sale agreement must also be approved by its
shareholders owning two-thirds of its stock un-
less an emergency exists and the Comptroller of
the Currency specifically waives such require-
ment for shareholder approval.

The shareholders shall designate one or more
persons to act as liquidating agent or commit-
tee, who shall conduct the liquidation in accord-
ance with law and under the supervision of the
board of directors, who shall require a suitable
bond to be given by said agent or committee.
The liquidating agent or committee shall render
annual reports to the Comptroller of the Cur-
rency on the 31st day of December of each year
showing the progress of said liquidation until
the same is completed. The liquidating agent or
committee shall also make an annual report to
a meeting of the shareholders to be held on the
date fixed in the articles of association for the
annual meeting, at which meeting the share-
holders may, if they see fit, by a vote represent-
ing a majority of the entire stock of the bank,
remove the liquidating agent or committee and
appoint one or more others in place thereof. A
special meeting of the shareholders may be
called at any time in the same manner as if the
bank continued an active bank and at said meet-
ing the shareholders may, by vote of the major-
ity of the stock, remove the liquidating agent or
committee. The Comptroller of the Currency is
authorized to have an examination made at any
time into the affairs of the liquidating bank
until the claims of all creditors have been sat-
isfied, and the expense of making such examina-
tions shall be assessed against such bank in the
same manner as in the case of examinations
made pursuant to subchapter XV of chapter 3 of
this title.

(R.S. § 5220; Aug. 23, 1935, ch. 614, title III, § 317,
49 Stat. 712; Pub. L. 86–230, § 15, Sept. 8, 1959, 73
Stat. 458.)

REFERENCES IN TEXT

Subchapter XV [§ 481 et seq.] of chapter 3 of this title,
referred to in second par., was in the original a ref-
erence to section 5240 of the Revised Statutes.

CODIFICATION

R.S. § 5220 derived from act June 3, 1864, ch. 106, § 42,
13 Stat. 112, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1959—Pub. L. 86–230 required shareholder approval of
purchase and sale agreement where there is liquidation
of a bank effected through sale of its assets and as-
sumption of deposit liabilities and authorized waiver of
such requirement in an emergency.

1935—Act Aug. 23, 1935, added second par.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 186, 202, 288, 1821
of this title.
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§ 182. Notice of intent to dissolve

Whenever a vote is taken to go into liquida-
tion it shall be the duty of the board of directors
to cause notice of this fact to be certified, under
the seal of the association, by its president or
cashier, to the Comptroller of the Currency, and
publication thereof to be made for a period of
two months in every issue of a newspaper pub-
lished in the city or town in which the associa-
tion is located, or if no newspaper is there pub-
lished, then in the newspaper published nearest
thereto, that the association is closing up its af-
fairs, and notifying its creditors to present their
claims against the association for payment.

(R.S. § 5221; Aug. 9, 1955, ch. 626, 69 Stat. 546.)

CODIFICATION

R.S. § 5221 derived from act June 3, 1864, ch. 106, § 42,
13 Stat. 112, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1955—Act Aug. 9, 1955, struck out provisions relating
to publication in a newspaper published in the City of
New York, and notification to holders of national bank
notes to present them for payment.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 186, 1821 of this
title.

§§ 183 to 186. Repealed. Pub. L. 103�325, title VI,
§ 602(e)(32)�(35), Sept. 23, 1994, 108 Stat. 2292

Section 183, R.S. § 5222, provided that, within six
months of voting to liquidate, an association was to de-
posit with Treasurer of United States money sufficient
to redeem all outstanding circulation.

Section 184, R.S. § 5223, exempted associations which
wound up business for purpose of consolidating with an-
other association from requirement to deposit money
to redeem all outstanding circulation.

Section 185, R.S. § 5224; Feb. 18, 1875, ch. 80, § 1, 18
Stat. 320, related to reassignment of bonds to associa-
tion and redemption of notes.

Section 186, R.S. § 5225; Feb. 27, 1877, ch. 69, § 1, 19
Stat. 252, related to destruction of redeemed notes by
Treasurer.

SUBCHAPTER XIII—RECEIVERSHIP

§ 191. Appointment of Federal Deposit Insurance
Corporation as receiver

The Comptroller of the Currency may, without
prior notice or hearings, appoint a receiver for
any national bank (and such receiver shall be
the Federal Deposit Insurance Corporation if the
national bank is an insured bank (as defined in
section 1813(h) of this title)) if the Comptroller
determines, in the Comptroller’s discretion,
that—

(1) 1 or more of the grounds specified in sec-
tion 1821(c)(5) of this title exist; or

(2) the association’s board of directors con-
sists of fewer than 5 members.

(June 30, 1876, ch. 156, § 2, formerly § 1, 19 Stat. 63;
Pub. L. 86–230, § 16, Sept. 8, 1959, 73 Stat. 458;

Pub. L. 102–242, title I, § 133(b), Dec. 19, 1991, 105
Stat. 2271; renumbered § 2 and amended Pub. L.
102–550, title XVI, § 1603(d)(6), (7), Oct. 28, 1992,
106 Stat. 4080.)

PRIOR PROVISIONS

A prior section 2 of act June 30, 1876, was classified to
section 65 of this title, prior to repeal by Pub. L. 86–230,
§ 8, Sept. 8, 1959, 73 Stat. 457.

AMENDMENTS

1992—Pub. L. 102–550, § 1603(d)(7)(B), substituted ‘‘ap-
point a receiver for any national bank (and such re-
ceiver shall be the Federal Deposit Insurance Corpora-
tion if the national bank is an insured bank (as defined
in section 1813(h) of this title))’’ for ‘‘appoint the Fed-
eral Deposit Insurance Corporation as receiver for any
national banking association’’ in introductory provi-
sions.

Pub. L. 102–550, § 1603(d)(6), amended directory lan-
guage of Pub. L. 102–242, § 133(b). See 1991 Amendment
note below.

1991—Pub. L. 102–242, § 133(b), as amended by Pub. L.
102–550, § 1603(d)(6), amended section generally. Prior to
amendment, section read as follows: ‘‘Whenever any na-
tional banking association shall be dissolved, and its
rights, privileges, and franchises declared forfeited, as
prescribed in section 93 of this title, or whenever any
creditor of any national banking association shall have
obtained a judgment against it in any court of record,
and made application, accompanied by a certificate
from the clerk of the court stating that such judgment
has been rendered and has remained unpaid for the
space of thirty days, or whenever the comptroller shall
become satisfied of the insolvency of a national bank-
ing association, he may, after due examination of its
affairs, in either case, appoint a receiver, who shall pro-
ceed to close up such association.’’

1959—Pub. L. 86–230 struck out provisions which re-
quired receiver to enforce the personal liability of
shareholders.

EFFECTIVE DATE OF 1992 AMENDMENT

Section 1609 of Pub. L. 102–550 provided that:
‘‘(a) IN GENERAL.—Except as provided in subsection

(b) or any other provision of this subtitle [subtitle A
(§§ 1601–1609) of title XVI of Pub. L. 102–550, see Tables
for classification], the amendments made by this sub-
title to the Federal Deposit Insurance Corporation Im-
provement Act of 1991, the Federal Deposit Insurance
Act, and any other law shall take effect as if such
amendments had been included in the Federal Deposit
Insurance Corporation Improvement Act of 1991 [Pub.
L. 102–242] as of the date of the enactment of such Act
[Dec. 19, 1991].

‘‘(b) EFFECTIVE DATE OF CERTAIN AMENDMENTS.—In
the case of any amendment made by this subtitle to
any provision of law added or amended by the Federal
Deposit Insurance Corporation Improvement Act of 1991
[see Tables for classification] effective after December
19, 1992, the amendment made by this subtitle shall
take effect on the effective date of the amendment
made by the Federal Deposit Insurance Corporation Im-
provement Act of 1991.’’

EFFECTIVE DATE OF 1991 AMENDMENT

Section 133(g) of Pub. L. 102–242 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and sections 203, 248, 1464, and 1821 of this title]
shall become effective 1 year after the date of enact-
ment of this Act [Dec. 19, 1991].’’

SHORT TITLE

Section 1 of act June 30, 1876, as added by act Oct. 28,
1992, Pub. L. 102–550, title XVI, § 1603(d)(7)(A), 106 Stat.
4080, provided that: ‘‘This Act [enacting this section,
sections 65 and 197 of this title, and section 424 of
former Title 31, Money and Finance, and amending sec-
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1 See References in Text note below.

tion 55 of this title] may be cited as the ‘National Bank
Receivership Act’.’’

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

APPLICATION TO DISTRICT OF COLUMBIA

Provisions of this section were made applicable to
banks, etc., in the District of Columbia by act Mar. 4,
1933, ch. 274, § 4, 47 Stat. 1567.

TERMINATION OF NATIONAL BANK CLOSED RECEIVERSHIP
FUND

Pub. L. 96–221, title VII, §§ 721–723, Mar. 31, 1980, 94
Stat. 190, 191, as amended Pub. L. 97–320, title IV, § 409,
Oct. 15, 1982, 96 Stat. 1515, provided that:

‘‘SEC. 721. The purpose of this part [enacting this pro-
vision] is to terminate the closed receivership fund
by—

‘‘(1) providing final notice of availability of liq-
uidating dividends to creditors of national banks
which have been closed and for which the Comptroller
has appointed a receiver other than the Federal De-
posit Insurance Corporation;

‘‘(2) barring rights of creditors to collect liquidat-
ing dividends from the Comptroller of the Currency
after a reasonable period of time following such final
notice; and

‘‘(3) refunding to the Comptroller the principal
amount of such fund and any income earned thereon.
‘‘SEC. 722. For purposes of this part—

‘‘(1) the term ‘closed receivership fund’ means the
aggregation of undisbursed liquidating dividends
from national banks which have been closed and for
which the Comptroller has appointed a receiver other
than the Federal Deposit Insurance Corporation, held
by the Comptroller in his capacity as successor to re-
ceivers of those banks;

‘‘(2) the term ‘Comptroller’ means the Comptroller
of the Currency;

‘‘(3) the term ‘claimant’ means a depositor or other
creditor who asserts a claim against a closed national
bank for a liquidating dividend; and

‘‘(4) the term ‘liquidating dividend’ means an
amount of money in the closed receivership fund de-
termined by a receiver of a closed national bank or
by the Comptroller to be owed by that bank to a de-
positor or other creditor.
‘‘SEC. 723. (a) The Comptroller shall publish notice

once a week for four weeks in the Federal Register that
all rights of depositors and other creditors of closed na-
tional banks to collect liquidating dividends from the
closed receivership fund shall be barred after twelve
months following the last date of publication of such
notice.

‘‘(b) The Comptroller shall pay the principal amount
of a liquidating dividend, exclusive of any income
earned thereon, to a claimant presenting a valid claim,
if the claimant applies to collect within twelve months
following the last date notice is published.

‘‘(c) If a creditor shall fail to apply to collect a liq-
uidating dividend within twelve months after the last
date notice is published, all rights of the claimant
against the closed receivership fund with respect to the
liquidating dividend shall be barred.

‘‘(d) The principal amount of any liquidating divi-
dends (1) for which claims have not been asserted with-
in twelve months following the last date notice is pub-
lished or (2) for which the Comptroller has determined
a valid claim has not been submitted shall, together
with any income earned on liquidating dividends and
other moneys, if any, remaining in the closed receiver-
ship fund, be covered into the general funds of the
Comptroller.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 197, 205 of this
title.

§ 192. Default in payment of circulating notes

On becoming satisfied, as specified in sections
131 and 132 1 of this title, that any association is
in default, the Comptroller of the Currency may
forthwith appoint a receiver, and require of him
such bond and security as he deems proper. Such
receiver, under the direction of the comptroller,
shall take possession of the books, records, and
assets of every description of such association,
collect all debts, dues, and claims belonging to
it, and, upon the order of a court of record of
competent jurisdiction, may sell or compound
all bad or doubtful debts, and, on a like order,
may sell all the real and personal property of
such association, on such terms as the court
shall direct. Such receiver shall pay over all
money so made to the Treasurer of the United
States, subject to the order of the Comptroller,
and also make report to the Comptroller of all
his acts and proceedings.

Provided, That the Comptroller may, if he
deems proper, deposit any of the money so made
in any regular Government depositary, or in any
State or national bank either of the city or town
in which the insolvent bank was located or of a
city or town as adjacent thereto as practicable;
if such deposit is made he shall require the de-
positary to deposit United States bonds or other
satisfactory securities with the Treasurer of the
United States for the safekeeping and prompt
payment of the money so deposited: Provided,
That no security in the form of deposit of United
States bonds, or otherwise, shall be required in
the case of such parts of the deposits as are in-
sured under section 12B of the Federal Reserve
Act, as amended. Such depositary shall pay upon
such money interest at such rate as the Comp-
troller may prescribe, not less, however, than 2
per centum per annum upon the average month-
ly amount of such deposits.

(R.S. § 5234; May 15, 1916, ch. 121, 39 Stat. 121;
Aug. 23, 1935, ch. 614, title III, § 339, 49 Stat. 721;
Pub. L. 86–230, § 17, Sept. 8, 1959, 73 Stat. 458;
Pub. L. 103–325, title VI, § 602(g)(11), Sept. 23,
1994, 108 Stat. 2294.)

REFERENCES IN TEXT

Sections 131 and 132 of this title, referred to in text,
were repealed by Pub. L. 103–325, title VI, § 602(e)(14),
(15), Sept. 23, 1994, 108 Stat. 2292.

Section 12B of the Federal Reserve Act, as amended,
referred to in text, formerly classified to section 264 of
this title, has been withdrawn from the Federal Re-
serve Act and incorporated in the Federal Deposit In-
surance Act which is classified generally to chapter 16
(§ 1811 et seq.) of this title.

CODIFICATION

R.S. § 5234 derived from act June 3, 1864, ch. 106, § 50,
13 Stat. 114, which was part of the National Bank Act.
See section 38 of this title.

AMENDMENTS

1994—Pub. L. 103–325 struck out ‘‘has refused to pay
its circulating notes as therein mentioned, and’’ before
‘‘is in default’’.

1959—Pub. L. 86–230 struck out provisions which re-
quired receiver to enforce the personal liability of
shareholders.

1935—Act Aug. 23, 1935, inserted second proviso in sec-
ond par.
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TRANSFER OF FUNCTIONS

For transfer of functions to Secretary of the Treas-
ury, see note set out under section 121 of this title.

APPLICATION TO DISTRICT OF COLUMBIA

Provisions of this section were made applicable to
banks, etc., in the District of Columbia by act Mar. 4,
1933, ch. 274, § 4, 47 Stat. 1567.

INTEREST ON DEPOSITS

So much of existing law requiring the payment of in-
terest with respect to any funds deposited by the
United States or by any public instrumentality, agen-
cy, or officer thereof, as is inconsistent with sections
371a, 371b, 374, 374a, 461, former sections 462 to 465, and
section 466 of this title, repealed, see section 371a of
this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 55, 143, 197, 481,
501, 1467 of this title.

§ 193. Notice to present claims

The Comptroller shall, upon appointing a re-
ceiver, cause notice to be given, by advertise-
ment in such newspapers as he may direct, for
three consecutive months, calling on all persons
who may have claims against such association
to present the same, and to make legal proof
thereof.

(R.S. § 5235.)

CODIFICATION

R.S. § 5235 derived from act June 3, 1864, ch. 106, § 50,
13 Stat. 114, which was part of the National Bank Act.
See section 38 of this title.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

APPLICATION TO DISTRICT OF COLUMBIA

Provisions of this section were made applicable to
banks, etc., in the District of Columbia by act Mar. 4,
1933, ch. 274, § 4, 47 Stat. 1567.

§ 194. Dividends on adjusted claims; distribution
of assets

From time to time, the comptroller shall
make a ratable dividend of the money so paid
over to him by such receiver on all such claims
as may have been proved to his satisfaction or
adjudicated in a court of competent jurisdiction,
and, as the proceeds of the assets of such asso-
ciation are paid over to him, shall make further
dividends on all claims previously proved or ad-
judicated; and the remainder of the proceeds, if
any, shall be paid over to the shareholders of
such association, or their legal representatives,
in proportion to the stock by them respectively
held.

(R.S. § 5236; Pub. L. 103–325, title VI, § 602(g)(12),
Sept. 23, 1994, 108 Stat. 2294.)

CODIFICATION

R.S. § 5236 derived from act June 3, 1864, ch. 106, § 50,
13 Stat. 114, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1994—Pub. L. 103–325 struck out ‘‘, after full provision
has been first made for refunding to the United States

any deficiency in redeeming the notes of such associa-
tion’’ after ‘‘From time to time’’.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

APPLICATION TO DISTRICT OF COLUMBIA

Provisions of this section were made applicable to
banks, etc. in the District of Columbia by act Mar. 4,
1933, ch. 274, § 4, 47 Stat. 1567.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 197 of this title.

§ 195. Repealed. Pub. L. 103�325, title VI,
§ 602(e)(36), Sept. 23, 1994, 108 Stat. 2292

Section, R.S. § 5237; Mar. 3, 1911, ch. 231, § 289, 36 Stat.
1167, related to injunction by bank denying failure to
redeem notes.

§ 196. Expenses

All expenses of any preliminary or other ex-
aminations into the condition of any association
shall be paid by such association. All expenses of
any receivership shall be paid out of the assets
of such association before distribution of the
proceeds thereof.

(R.S. § 5238; Pub. L. 103–325, title VI, § 602(g)(13),
Sept. 23, 1994, 108 Stat. 2294.)

CODIFICATION

R.S. § 5238 derived from act June 3, 1864, ch. 106, § 51,
13 Stat. 115, which was the National Bank Act. See sec-
tion 38 of this title.

AMENDMENTS

1994—Pub. L. 103–325 struck out at beginning ‘‘All fees
for protesting the notes issued by any national banking
association shall be paid by the person procuring the
protest to be made, and such association shall be liable
therefor; but no part of the bonds deposited by such as-
sociation shall be applied to the payment of such fees.’’

§ 197. Shareholders� meeting; continuance of re-
ceivership; appointment of agent; winding up
business; distribution of assets

(a) Whenever any national banking associa-
tion shall have been or shall be placed in the
hands of a receiver, as provided in section fifty-
two hundred and thirty-four [12 U.S.C. 192] and
other sections of the Revised Statutes of the
United States and section 1821(c) of this title,
and when, as provided in section 194 of this title,
there has been paid to each and every creditor of
such association whose claim or claims as such
creditor shall have been proved or allowed as
therein prescribed, the full amount of such
claims, and all expenses of the receivership, the
Comptroller of the Currency or the Federal De-
posit Insurance Corporation, where that Cor-
poration has been appointed receiver of the
bank, shall call a meeting of the shareholders of
the association by giving notice thereof for thir-
ty days in a newspaper published in the town,
city, or county where the business of the asso-
ciation was carried on, or if no newspaper is
there published, in the newspaper published
nearest thereto. At such meeting the sharehold-
ers shall determine whether the receiver shall be
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continued and shall wind up the affairs of the
association, or whether an agent shall be elected
for that purpose, and in so determining the
shareholders shall vote by ballot, in person or by
proxy, each share of stock entitling the holder
to one vote, and the majority of the stock in
number of shares shall be necessary to deter-
mine whether the receiver shall be continued, or
whether an agent shall be elected. In case such
majority shall determine that the receiver shall
be continued, the receiver shall thereupon pro-
ceed with the execution of the trust, and shall
sell, dispose of, or otherwise collect the assets of
the association, and shall possess all the powers
and authority, and be subject to all the duties
and liabilities originally conferred or imposed
upon such receiver so far as they remain appli-
cable. In case such meeting shall, by the vote of
a majority of the stock in number of shares, de-
termine that an agent shall be elected, the
meeting shall thereupon proceed to elect an
agent, voting by ballot, in person or by proxy,
each share of stock entitling the holder to one
vote, and the person who shall receive votes rep-
resenting at least a majority of stock in number
of shares shall be declared the agent for the pur-
poses hereinafter provided; and when such agent
shall have executed a bond to the shareholders
conditioned for the payment and discharge in
full or, to the extent possible from the remain-
ing assets of the association, of each and every
claim that may thereafter be proved and allowed
by and before a competent court and for the
faithful performance of his duties, in the pen-
alty fixed by the shareholders at such meeting,
with a surety or sureties to be approved by the
district court of the United States for the dis-
trict where the business of the association was
carried on, and shall have filed such bond in the
office of the clerk of such court, the Comptroller
and the receiver, or the Federal Deposit Insur-
ance Corporation, where that Corporation has
been appointed receiver of the bank, shall there-
upon transfer and deliver to such agent all the
uncollected or other assets of the association
then remaining in the hands or subject to the
order and control of the Comptroller and such
receiver, or either of them, or the Federal De-
posit Insurance Corporation; and for this pur-
pose the Comptroller and such receiver, or the
Federal Deposit Insurance Corporation, as the
case may be, are severally empowered and di-
rected to execute any deed, assignment, trans-
fer, or other instrument in writing that may be
necessary and proper; and upon the execution
and delivery of such instrument to such agent
the Comptroller and such receiver or the Fed-
eral Deposit Insurance Corporation shall by vir-
tue of this Act be discharged from any and all li-
abilities to the association and to each and all
the creditors and shareholders thereof.

(b) Upon receiving such deed, assignment,
transfer, or other instrument the person elected
such agent shall hold, control, and dispose of the
assets and property of the association which he
may receive under the terms hereof for the bene-
fit of the shareholders of the association, and he
may in his own name, or in the name of the as-
sociation, sue and be sued and do all other law-
ful acts and things necessary to finally settle
and distribute the assets and property in his

hands, and may sell, compromise, or compound
the debts due to the association, with the con-
sent and approval of the district court of the
United States for the district where the business
of the association was carried on, and shall at
the conclusion of his trust render to such dis-
trict court a full account of all his proceedings,
receipts, and expenditures as such agent, which
court shall, upon due notice, settle and adjust
such accounts and discharge such agent and
sureties upon such bond. In case any such agent
so elected shall die, resign, or be removed, any
shareholder may call a meeting of the share-
holders of the association in the town, city, or
village where the business of the association was
carried on, by giving notice thereof for thirty
days in a newspaper published in such town,
city, or village, or if no newspaper is there pub-
lished, in the newspaper published nearest there-
to, at which meeting the shareholders shall
elect an agent, voting by ballot, in person or by
proxy, each share of stock entitling the holder
to one vote, and when such agent shall have re-
ceived votes representing at least a majority of
the stock in number of shares, and shall have ex-
ecuted a bond to the shareholders conditioned
for the payment and discharge in full or, to the
extent possible from the remaining assets of the
association, of each and every claim that may
thereafter be proved and allowed by and before
a competent court and for the faithful perform-
ance of his duties, in the penalty fixed by the
shareholders at such meeting, with a surety or
sureties, to be approved by such court, and file
such bond in the office of the clerk of that
court, he shall have all the rights, powers, and
duties of the agent first elected as hereinbefore
provided. At any meeting held as hereinbefore
provided administrators or executors of de-
ceased shareholders may act and sign as the de-
cedent might have done if living, and guardians
of minors and trustees of other persons may so
act and sign for their ward or wards or cestui
que trust. The proceeds of the assets or property
of any such association which may be undistrib-
uted at the time of such meeting or may be sub-
sequently received shall be distributed as fol-
lows:

First. To pay the expenses of the execution
of the trust to the date of such payment.

Second. To repay any amount or amounts
which have been paid in by any shareholder or
shareholders of the association upon and by
reason of any and all assessments made upon
the stock of the association by order of the
Comptroller of the Currency in accordance
with the provisions of the statutes of the
United States.

Third. To pay the balance ratably among
such stockholders, in proportion to the num-
ber of shares held and owned by each. Such
distribution shall be made from time to time
as the proceeds shall be received and as shall
be deemed advisable by the Comptroller of the
Currency, or the Federal Deposit Insurance
Corporation if continued as receiver of the
bank under subsection (a) of this section, or
such agent, as the case may be.

(June 30, 1876, ch. 156, § 3, 19 Stat. 63; Aug. 3, 1892,
ch. 360, 27 Stat. 345; Mar. 2, 1897, ch. 354, 29 Stat.
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600; Mar. 3, 1911, ch. 231, § 291, 36 Stat. 1167; Pub.
L. 86–230, § 18, Sept. 8, 1959, 73 Stat. 458.)

REFERENCES IN TEXT

Section fifty-two hundred and thirty-four and other
sections of the Revised Statutes of the United States,
referred to in subsec. (a), are classified to section 192 of
this title and other sections of the Code. See Tables.

This Act, referred to in subsec. (a), is act June 30,
1876, ch. 156, 19 Stat. 63, as amended, sections 1, 3, and
4 of which are classified to this section and sections 55
and 191 of this title, respectively. Section 2 of the Act,
which was classified to section 65 of this title, was re-
pealed by Pub. L. 86–230, § 8, Sept. 8, 1959, 73 Stat. 457.
Section 5 of the Act, which was classified to section 424
of former Title 31, was repealed and reenacted as sec-
tion 5153 of Title 31, Money and Finance, by Pub. L.
97–258, Sept. 13, 1982, 96 Stat. 877.

AMENDMENTS

1959—Subsec. (a). Pub. L. 86–230 designated former
first par., less last sentence, as subsec. (a), and incor-
porated references to Federal Deposit Insurance Cor-
poration respecting receiverships under section 1821(c)
of this title, convocation of shareholders, transfer of
assets, execution of instruments and discharge from li-
ability, omitted provision for deposit of money with
the Treasurer of the United States for the redemption
of the circulating notes of the association, and for the
value of shares as a test to determine whether a major-
ity vote has been cast in a stockholders’ meeting, re-
quired the windup agent to file a bond to the sharehold-
ers in an amount satisfactory to them with sureties ap-
proved by appropriate district court instead of a bond
from the shareholders satisfactory to the Comptroller
and to condition the bond to payment of proved claims
to the extent possible from the remaining instead of
payment of the claims in full, only.

Subsec. (b). Pub. L. 86–230 designated former last sen-
tence of first par. and second par., as subsec. (b), and
omitted provisions which related to refusal of agent to
serve as a ground for the calling of an election of an-
other agent, to the value of shares as a test to deter-
mine whether a majority vote has been cast in a stock-
holders’ meeting, required the bond of the windup
agent to be conditioned for payment of proved claims
to the extent possible from the remaining assets in-
stead of payment of the claims in full, only, and pro-
vided for the distribution of the balance as shall be
deemed advisable by the Federal Deposit Insurance
Corporation.

TRANSFER OF FUNCTIONS

For transfer of functions to Secretary of the Treas-
ury, see note set out under section 121 of this title.

Act Mar. 3, 1911, conferred upon the district courts all
powers formerly vested in the former circuit courts.

APPLICATION TO DISTRICT OF COLUMBIA

Provisions of this section were made applicable to
banks, etc., in the District of Columbia by act Mar. 4,
1933, ch. 274, § 4, 47 Stat. 1567.

§ 197a. Resumption of business by closed bank on
consent of depositors

In any case in which, in the opinion of the
Comptroller of the Currency, it would be to the
advantage of the depositors and unsecured credi-
tors of any national banking association whose
business has been closed, for such association to
resume business upon the retention by the asso-
ciation, for a reasonable period to be prescribed
by the Comptroller, of all or any part of its de-
posits, the Comptroller is authorized, in his dis-
cretion, to permit the association to resume
business if depositors and unsecured creditors of

the association representing at least 75 per cen-
tum of its total deposit and unsecured credit li-
abilities consent in writing to such retention of
deposits. Nothing in this section shall be con-
strued to affect in any manner any powers of the
Comptroller under the provisions of law in force
on June 16, 1933, with respect to the reorganiza-
tion of national banking associations.

(June 16, 1933, ch. 89, § 29, 48 Stat. 193.)

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 198. Purchase by receiver of property of bank;
request to Comptroller

Whenever the receiver of any national bank
duly appointed by the Comptroller of the Cur-
rency, and who shall have duly qualified and en-
tered upon the discharge of his trust, shall find
it in his opinion necessary, in order to fully pro-
tect and benefit his said trust, to the extent of
any and all equities that such trust may have in
any property, real or personal, by reason of any
bond, mortgage, assignment, or other proper
legal claim attaching thereto, and which said
property is to be sold under any execution, de-
cree of foreclosure, or proper order of any court
of jurisdiction, he may certify the facts in the
case, together with his opinion as to the value of
the property to be sold, and the value of the eq-
uity his said trust may have in the same, to the
Comptroller of the Currency, together with a re-
quest for the right and authority to use and em-
ploy so much of the money of said trust as may
be necessary to purchase such property at such
sale.

(Mar. 29, 1886, ch. 28, § 1, 24 Stat. 8.)

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

APPLICATION TO DISTRICT OF COLUMBIA

Provisions of this section were made applicable to
banks, etc., in the District of Columbia by act Mar. 4,
1933, ch. 274, § 4, 47 Stat. 1567.

§ 199. Approval of request

Such request, if approved by the Comptroller
of the Currency, shall be, together with the cer-
tificate of facts in the case, and his recom-
mendation as to the amount of money which, in
his judgment, should be so used and employed,
submitted to the Secretary of the Treasury, and
if the same shall likewise be approved by him,
the request shall be by the Comptroller of the
Currency allowed, and notice thereof, with cop-
ies of the request, certificate of facts, and in-
dorsement of approvals, shall be filed with the
Treasurer of the United States.

(Mar. 29, 1886, ch. 28, § 2, 24 Stat. 8.)

TRANSFER OF FUNCTIONS

For transfer of functions to Secretary of the Treas-
ury, see note set out under section 121 of this title.
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APPLICATION TO DISTRICT OF COLUMBIA

Provisions of this section were made applicable to
banks, etc., in the District of Columbia by act Mar. 4,
1933, ch. 274, § 4, 47 Stat. 1567.

§ 200. Payment

Whenever any such request shall be allowed as
hereinbefore provided, the said Comptroller of
the Currency shall be, and is, empowered to
draw upon and from such funds of any such trust
as may be deposited with the Treasurer of the
United States for the benefit of the bank in in-
terest, to the amount as may be recommended
and allowed and for the purpose for which such
allowance was made: Provided, however, That all
payments to be made for or on account of the
purchase of any such property and under any
such allowance shall be made by the Comptrol-
ler of the Currency direct, with the approval of
the Secretary of the Treasury, for such purpose
only and in such manner as he may determine
and order.

(Mar. 29, 1886, ch. 28, § 3, 24 Stat. 8.)

TRANSFER OF FUNCTIONS

For transfer of functions to Secretary of the Treas-
ury, see note set out under section 121 of this title.

APPLICATION TO DISTRICT OF COLUMBIA

Provisions of this section were made applicable to
banks, etc., in the District of Columbia by act Mar. 4,
1933, ch. 274, § 4, 47 Stat. 1567.

SUBCHAPTER XIV—BANK CONSERVATION
ACT

§ 201. Short title

This subchapter may be cited as the ‘‘Bank
Conservation Act.’’

(Mar. 9, 1933, ch. 1, title II, § 201, 48 Stat. 2.)

§ 202. Definitions

As used in this subchapter, the term ‘‘bank’’
means (1) any national banking association or
any other financial institution chartered or li-
censed under Federal law and subject to the su-
pervision of the Comptroller of the Currency,
and (2) any bank or trust company located in
the District of Columbia and operating under
the supervision of the Comptroller of the Cur-
rency; the term ‘‘voluntary dissolution and liq-
uidation’’ means a transaction pursuant to sec-
tion 181 of this title that involves the assump-
tion of the bank’s insured deposit liabilities and
the sale of the bank, or of control of the bank,
as a going concern; and the term ‘‘State’’ means
any State, Territory, or possession of the United
States, and the Canal Zone.

(Mar. 9, 1933, ch. 1, title II, § 202, 48 Stat. 2; Pub.
L. 101–73, title VIII, § 801, Aug. 9, 1989, 103 Stat.
441.)

REFERENCES IN TEXT

For definition of Canal Zone, referred to in text, see
section 3602(b) of Title 22, Foreign Relations and Inter-
course.

AMENDMENTS

1989—Pub. L. 101–73, § 801(1), in cl. (1), extended term
‘‘bank’’ to include any financial institution chartered

or licensed under Federal law and subject to super-
vision of Comptroller of the Currency.

Pub. L. 101–73, § 801(2), in cl. (2), inserted definition of
term ‘‘voluntary dissolution and liquidation’’.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 203. Appointment of conservator

(a) Appointment
The Comptroller of the Currency may, without

prior notice or hearings, appoint a conservator
(which may be the Federal Deposit Insurance
Corporation) to the possession and control of a
bank whenever the Comptroller of the Currency
determines that 1 or more of the grounds speci-
fied in section 11(c)(5) of the Federal Deposit In-
surance Act [12 U.S.C. 1821(c)(5)] exist.

(b) Judicial review
(1) In general

Not later than 20 days after the initial ap-
pointment of a conservator pursuant to this
section, the bank may bring an action in the
United States district court for the judicial
district in which the home office of such bank
is located, or in the United States District
Court for the District of Columbia, for an
order requiring the Comptroller to terminate
the appointment of the conservator, and the
court, upon the merits, shall dismiss such ac-
tion or shall direct the Comptroller to termi-
nate the appointment of such conservator. The
Comptroller’s decision to appoint a conserva-
tor pursuant to this section shall be set aside
only if the court finds that such decision was
arbitrary, capricious, an abuse of discretion,
or otherwise not in accordance with law.

(2) Stay
The conservator may request that any judi-

cial action or proceeding to which the con-
servator or the bank is or may become a party
be stayed for a period of up to 45 days after the
appointment of the conservator. Upon peti-
tion, the court shall grant such stay as to all
parties.

(3) Actions and orders
Except as otherwise provided in this sub-

section, no court may take any action regard-
ing the removal of a conservator, or restrain,
or affect the exercise of powers or functions of
a conservator. A court, upon application by
the Comptroller, shall have jurisdiction to en-
force an order of the Comptroller relating to—

(A) the conservatorship and the bank in
conservatorship, or

(B) restraining or affecting the exercise of
powers or functions of a conservator.

(c) Additional grounds for appointment
In addition to the foregoing provisions, the

Comptroller may appoint a conservator for a
bank if—

(1) the bank, by an affirmative vote of a ma-
jority of its board of directors or by an affirm-
ative vote of a majority of its shareholders,
consents to such appointment, or
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1 So in original. Probably should be ‘‘Comptroller of the Cur-
rency’’.

(2) the Federal Deposit Insurance Corpora-
tion terminates the bank’s status as an in-
sured bank.

The appointment of a conservator pursuant to
this subsection shall not be subject to review.

(d) Exclusive authority
The Comptroller shall have exclusive power

and jurisdiction to appoint a conservator for a
bank. Whenever the Comptroller appoints a con-
servator for any bank, the Comptroller may ap-
point the Federal Deposit Insurance Corporation
conservator for such bank. The Federal Deposit
Insurance Corporation, as such conservator,
shall have all the powers granted under the Fed-
eral Deposit Insurance Act [12 U.S.C. 1811 et
seq.], and (when not inconsistent therewith) any
other rights, powers, and privileges possessed by
conservators of banks under this Act and any
other provision of law. The Comptroller may
also appoint another person as conservator, who
shall be subject to the provisions of this Act.

(e) Replacement of conservator
The Comptroller may, without notice or hear-

ing, replace a conservator with another con-
servator. Such replacement shall not affect the
bank’s right under subsection (b) of this section
to obtain judicial review of the Comptroller’s
original decision to appoint a conservator.

(Mar. 9, 1933, ch. 1, title II, § 203, 48 Stat. 2; Pub.
L. 101–73, title VIII, § 802, Aug. 9, 1989, 103 Stat.
442; Pub. L. 102–242, title I, § 133(c), Dec. 19, 1991,
105 Stat. 2271.)

REFERENCES IN TEXT

The Federal Deposit Insurance Act, referred to in
subsec. (d), is act Sept. 21, 1950, ch. 967, § 2, 64 Stat. 873,
as amended, which is classified generally to chapter 16
(§ 1811 et seq.) of this title. For complete classification
of this Act to the Code, see Short Title note set out
under section 1811 of this title and Tables.

This Act, referred to in subsec. (d), is act Mar. 9, 1933,
ch. 1, 48 Stat. 1, as amended, popularly known as the
Emergency Banking and Bank Conservation Act, which
is classified to sections 51a, 51b, 51c, 51d, 95 to 95b, 201
to 212, 248, 347b, 347c, 347d, 445 of this title and to sec-
tion 5 of Title 50, Appendix, War and National Defense.

Section 51d of this title was repealed by act June 30,
1947, ch. 166, title II, § 206(b), (o), 61 Stat. 208. For effect
of the repeal on outstanding debentures held by banks,
see References in Text note set out under section 51b–1
of this title.

AMENDMENTS

1991—Subsec. (a). Pub. L. 102–242 amended subsec. (a)
generally, substituting present provisions for provi-
sions which specified circumstances under which Comp-
troller could appoint conservator.

1989—Pub. L. 101–73 amended section generally,
changing structure of section from a single unlettered
paragraph to one consisting of subsections (a) to (e).

EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by Pub. L. 102–242 effective 1 year after
Dec. 19, 1991, see section 133(g) of Pub. L. 102–242, set
out as a note under section 191 of this title.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

CONSERVATORS OF STATE BANKS

Ex. Ord. No. 6080, Mar. 18, 1933, provided for appoint-
ment of conservators of State banks under certain reg-
ulations.

§ 204. Examinations

The Comptroller of the Currency (in consulta-
tion with the Board of Directors of the Federal
Deposit Insurance Corporation when the Cor-
poration is appointed conservator) is authorized
to examine and supervise the bank in con-
servatorship as long as the bank continues to
operate as a going concern. The Comptroller
may use reports and other information provided
by the Federal Deposit Insurance Corporation
for this purpose.

(Mar. 9, 1933, ch. 1, title II, § 204, 48 Stat. 3; Pub.
L. 101–73, title VIII, § 803, Aug. 9, 1989, 103 Stat.
443.)

AMENDMENTS

1989—Pub. L. 101–73 amended section generally. Prior
to amendment, section read as follows: ‘‘The Comptrol-
ler of the Currency shall cause to be made such exami-
nations of the affairs of such bank as shall be necessary
to inform him as to the financial condition of such
bank, and the examiner shall make a report thereon to
the Comptroller of the Currency at the earliest prac-
ticable date.’’

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 205. Termination of conservatorship

(a) General rule
At any time the Comptroller 1 becomes sat-

isfied that it may safely be done and that it
would be in the public interest, the Comptroller
(with the agreement of the Board of Directors of
the Federal Deposit Insurance Corporation when
the Corporation has been appointed conservator)
may—

(1) terminate the conservatorship and per-
mit the involved bank to resume the trans-
action of its business subject to such terms,
conditions, and limitations as the Comptroller
may prescribe; or

(2) terminate the conservatorship upon a
sale, merger, consolidation, purchase and as-
sumption, change in control, or voluntary dis-
solution and liquidation of the involved bank.

(b) Other grounds for termination
The Comptroller also may terminate the con-

servatorship upon the appointment of a receiver
pursuant to section 191 of this title.
(c) Enforcement under Federal Deposit Insur-

ance Act
Such terms, conditions, and limitations as

may be prescribed under subsection (a)(1) of this
section shall be enforceable under the provisions
of section 8(i) of the Federal Deposit Insurance
Act [12 U.S.C. 1818(i)], to the same extent as an
order issued pursuant to section 8(b) of the Fed-
eral Deposit Insurance Act [12 U.S.C. 1818(b)]
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1 So in original. Probably should be ‘‘Comptroller of the Cur-
rency’’.

which has become final. The bank may bring an
action in the United States district court for the
judicial district in which the home office of such
bank is located or in the United States District
Court for the District of Columbia for an order
requiring the Comptroller to terminate the
order. An action for judicial review of the terms,
conditions, and limitations may not be com-
menced later than 20 days from the date of the
termination of the conservatorship or the impo-
sition of the order, whichever is later.

(d) Action upon termination
(1) In general

Upon termination of the conservatorship
under subsection (a)(2) of this section, the
Federal Deposit Insurance Corporation, as
conservator, or when another person is ap-
pointed conservator, such other person, shall
conclude the affairs of the conservatorship in
accordance with paragraph (2).

(2) Deposit and distribution of proceeds
(A) Within 180 days of the sale, merger, con-

solidation, purchase and assumption, change
in control, or voluntary dissolution and liq-
uidation, the conservator shall deposit all net
proceeds received from the transaction, less
any outstanding expenses of the conservator-
ship, with the United States district court for
the judicial district in which the home office
of such bank is located and shall cause notice
to be published for three consecutive months
and notify by mail all known and remaining
creditors and shareholders. Within 60 days
thereafter, any depositor, creditor, or other
claimant of the bank, or any shareholder of
the bank may bring an action in interpleader
in that court for distribution of the proceeds.
The district court shall distribute such funds
equitably. If no such action is instituted with-
in one year after the date the funds are depos-
ited with the district court, title to such net
proceeds shall revert to the United States and
the district court shall remit the funds to the
Treasury of the United States.

(B) The conservator shall be deemed to have
discharged all responsibility of the con-
servatorship upon the deposit of the proceeds
with the district court and giving the required
notifications.

(Mar. 9, 1933, ch. 1, title II, § 205, 48 Stat. 3; Pub.
L. 101–73, title VIII, § 804, Aug. 9, 1989, 103 Stat.
443.)

REFERENCES IN TEXT

The Federal Deposit Insurance Act, referred to in
subsec. (c), is act Sept. 21, 1950, ch. 967, § 2, 64 Stat. 873,
as amended, which is classified generally to chapter 16
(§ 1811 et seq.) of this title. For complete classification
of this Act to the Code, see Short Title note set out
under section 1811 of this title and Tables.

AMENDMENTS

1989—Pub. L. 101–73 amended section generally. Prior
to amendment, section read as follows: ‘‘If the Comp-
troller of the Currency becomes satisfied that it may
safely be done and that it would be in the public inter-
est, he may, in his discretion, terminate the con-
servatorship and permit such bank to resume the trans-
action of its business subject to such terms, conditions,
restrictions and limitations as he may prescribe.’’

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 206. Conservator; powers and duties

(a) General powers
A conservator shall have all the powers of the

shareholders, directors, and officers of the bank
and may operate the bank in its own name un-
less the Comptroller 1 in the order of appoint-
ment limits the conservator’s authority.
(b) Subject to rules of Comptroller

The conservator shall be subject to such rules,
regulations, and orders as the Comptroller from
time to time deems appropriate; and, except as
otherwise specifically provided in such rules,
regulations, or orders or in section 209 of this
title, shall have the same rights and privileges
and be subject to the same duties, restrictions,
penalties, conditions, and limitations as apply
to directors, officers, or employees of a national
bank.
(c) Payment of depositors and creditors

The Comptroller may require the conservator
to set aside and make available for withdrawal
by depositors and payment to other creditors
such amounts as in the opinion of the Comptrol-
ler may safely be used for that purpose. All de-
positors and creditors who are similarly situ-
ated shall be treated in the same manner.
(d) Compensation of conservator and employees

The conservator and professional employees
appointed to represent or assist the conservator
shall not be paid amounts greater than are pay-
able to employees of the Federal Government
for similar services, except that the Comptroller
of the Currency may authorize payment at high-
er rates (but not in excess of rates prevailing in
the private sector), if the Comptroller deter-
mines that paying such higher rates is necessary
in order to recruit and retain competent person-
nel.
(e) Expenses

All expenses of any such conservatorship shall
be paid by the bank and shall be a lien upon the
bank which shall be prior to any other lien.

(Mar. 9, 1933, ch. 1, title II, § 206, 48 Stat. 3; Pub.
L. 101–73, title VIII, § 805, Aug. 9, 1989, 103 Stat.
445.)

AMENDMENTS

1989—Pub. L. 101–73 amended section generally. Prior
to amendment, section read as follows: ‘‘While such
bank is in the hands of the conservator appointed by
the Comptroller of the Currency, the Comptroller may
require the conservator to set aside and make available
for withdrawal by depositors and payment to other
creditors, on a ratable basis, such amounts as in the
opinion of the Comptroller may safely be used for this
purpose; and the Comptroller may, in his discretion,
permit the conservator to receive deposits, but deposits
received while the bank is in the hands of the conserva-
tor shall not be subject to any limitation as to pay-
ment or withdrawal, and such deposits shall be seg-
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1 So in original. Probably should be ‘‘Comptroller of the Cur-
rency’’.

regated and shall not be used to liquidate any indebted-
ness of such bank existing at the time that a conserva-
tor was appointed for it, or any subsequent indebted-
ness incurred for the purpose of liquidating any indebt-
edness of such bank existing at the time such conserva-
tor was appointed. Such deposits received while the
bank is in the hands of the conservator shall be kept on
hand in cash, invested in the direct obligations of the
United States, or deposited with a Federal reserve
bank. The Federal reserve banks are authorized to open
and maintain separate deposit accounts for such pur-
pose, or for the purpose of receiving deposits from
State officials in charge of State banks under similar
circumstances.’’

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 5 section 5373.

§§ 207, 208. Repealed. Pub. L. 101�73, title VIII,
§ 808, Aug. 9, 1989, 103 Stat. 446

Section 207, acts Mar. 9, 1933, ch. 1, title II, § 207, 48
Stat. 3; May 20, 1933, ch. 34, 48 Stat. 72, prescribed con-
ditions for reorganization of banks, requiring consent
of depositors and other creditors, of stockholders, or of
both depositors and other creditors and stockholders,
namely that the reorganization plan be fair and equi-
table to depositors, other creditors, and stockholders
and be in the public interest; that the plan be con-
sented to in writing; and that the approved plan be
binding on all consenting or nonconsenting depositors,
creditors, and stockholders.

Section 208, act Mar. 9, 1933, ch. 1, title II, § 208, 48
Stat. 4, made the provisions for segregation of deposits
inapplicable after termination of conservatorship, and
provided for termination of conservatorship after publi-
cation of notice of termination and mailing of a copy
of such notice by registered mail to depositors of
record.

§ 209. Liability protection

(a) Federal agency and employees
In any case in which the conservator is a Fed-

eral agency or an employee of the Government,
the provisions of chapters 161 and 171 of title 28
shall apply with respect to such conservator’s li-
ability for acts or omissions performed pursuant
to and in the course of the duties and respon-
sibilities of the conservatorship.
(b) Other conservators

In any case where the conservator is not a
conservator described in subsection (a) of this
section, the conservator shall not be liable for
damages in tort or otherwise for acts or omis-
sions performed pursuant to and in the course of
the duties and responsibilities of the con-
servatorship, unless such acts or omissions con-
stitute gross negligence, including any similar
conduct or any form of intentional tortious con-
duct, as determined by a court.
(c) Indemnification

The Comptroller 1 shall have authority to in-
demnify the conservator on such terms as the
Comptroller deems proper.

(Mar. 9, 1933, ch. 1, title II, § 209, 48 Stat. 5; Sept.
3, 1954, ch. 1263, § 23, 68 Stat. 1234; Pub. L. 101–73,
title VIII, § 806, Aug. 9, 1989, 103 Stat. 445.)

AMENDMENTS

1989—Pub. L. 101–73 amended section generally. Prior
to amendment, section read as follows: ‘‘Conservators
appointed pursuant to the provisions of this subchapter
shall be subject to the provisions of and to the pen-
alties prescribed by sections 334, 656, and 1005 of title 18;
and sections 202, 216, 281, 431, 432, and 433 of title 18, in
so far as applicable, are extended to apply to contracts,
agreements, proceedings, dealings, claims and con-
troversies by or with any such conservator or the
Comptroller of the Currency under the provisions of
this subchapter.’’

1954—Act Sept. 3, 1954, corrected references to title
18.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 206 of this title.

§ 210. Governmental powers unimpaired

Nothing in this subchapter shall be construed
to impair in any manner any powers of the
President, the Secretary of the Treasury, the
Comptroller of the Currency, or the Board of
Governors of the Federal Reserve System.

(Mar. 9, 1933, ch. 1, title II, § 210, 48 Stat. 5; Aug.
23, 1935, ch. 614, title II, § 203(a), 49 Stat. 704.)

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed the name
of the Federal Reserve Board to Board of Governors of
the Federal Reserve System.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 211. Rules and regulations

(a) In general
The Comptroller of the Currency may pre-

scribe such rules and regulations as the Comp-
troller may deem necessary to carry out the
provisions of this Act.

(b) F.D.I.C. as conservator
In any case in which the Federal Deposit In-

surance Corporation is the conservator, any
rules or regulations prescribed by the Comptrol-
ler shall be consistent with any rules and regu-
lations prescribed by the Federal Deposit Insur-
ance Corporation pursuant to the Federal De-
posit Insurance Act [12 U.S.C. 1811 et seq.].

(Mar. 9, 1933, ch. 1, title II, § 211, 48 Stat. 5; Pub.
L. 101–73, title VIII, § 807, Aug. 9, 1989, 103 Stat.
446.)

REFERENCES IN TEXT

This Act, referred to in subsec. (a), is act Mar. 9, 1933,
ch. 1, 48 Stat. 1, as amended, popularly known as the
Emergency Banking and Bank Conservation Act, which
is classified to sections 51a, 51b, 51c, 51d, 95 to 95b, 201
to 212, 248, 347b, 347c, 347d, and 445 of this title and sec-
tion 5 of Title 50, Appendix, War and National Defense.

Section 51d of this title was repealed by act June 30,
1947, ch. 166, title II, § 206(b), (o), 61 Stat. 208. For effect
of the repeal on outstanding debentures held by banks,
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see References in Text note set out under section 51b–1
of this title.

The Federal Deposit Insurance Act, referred to in
subsec. (b), is act Sept. 21, 1950, ch. 967, § 2, 64 Stat. 873,
as amended, which is classified generally to chapter 16
(§ 1811 et seq.) of this title. For complete classification
of this Act to the Code, see Short Title note set out
under section 1811 of this title and Tables.

AMENDMENTS

1989—Pub. L. 101–73 amended section generally. Prior
to amendment, section read as follows: ‘‘The Comptrol-
ler of the Currency is authorized and empowered, with
the approval of the Secretary of the Treasury, to pre-
scribe such rules and regulations as he may deem nec-
essary in order to carry out the provisions of this sub-
chapter. Whoever violates any rule or regulation made
pursuant to this section shall be deemed guilty of a
misdemeanor and, upon conviction thereof, shall be
fined not more than $5,000, or imprisoned not more
than one year, or both.’’

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 212. Right to amend; separability

The right to alter, amend, or repeal this Act is
expressly reserved. If any provision of this Act,
or the application there of to any person or cir-
cumstances, is held invalid, the remainder of the
Act, and the application of such provision to
other persons or circumstances, shall not be af-
fected thereby.

(Mar. 9, 1933, ch. 1, title V, § 502, 48 Stat. 7.)

REFERENCES IN TEXT

This Act, referred to in text, is act Mar. 9, 1933, ch.
1, 48 Stat. 1, as amended, popularly known as the Emer-
gency Banking and Bank Conservation Act, which is
classified to sections 51a, 51b, 51c, 51d, 95 to 95b, 201 to
212, 248, 347b, 347c, 347d, and 445 of this title and section
5 of Title 50, Appendix, War and National Defense.

Section 51d of this title was repealed by act June 30,
1947, ch. 166, title II, § 206(b), (o), 61 Stat. 208. For effect
of the repeal on outstanding debentures held by banks,
see References in Text note set out under section 51b–1
of this title.

CODIFICATION

This section was not enacted as part of title II of act
Mar. 9, 1933, ch. 1, 48 Stat. 2, which comprises this sub-
chapter.

§ 213. Transferred

CODIFICATION

Section, act Jan. 30, 1934, ch. 6, § 13, 48 Stat. 343, relat-
ing to ratification of acts of the President and Sec-
retary of the Treasury, was transferred to section 824 of
former Title 31, and subsequently repealed by Pub. L.
97–258, Sept. 13, 1982, 96 Stat. 1068, the first section of
which enacted Title 31, Money and Finance.

SUBCHAPTER XV—CONVERSION OF
NATIONAL BANKS INTO STATE BANKS

§ 214. Definitions

(a) As used in this subchapter and section 321
of this title the term ‘‘State bank’’ means any
bank, banking association, trust company, sav-
ings bank (other than a mutual savings bank),
or other banking institution which is engaged in

the business of receiving deposits and which is
incorporated under the laws of any State, any
Territory of the United States, Puerto Rico, or
the Virgin Islands, or which is operating under
the Code of Law for the District of Columbia
(except a national banking association).

(b) For purposes of merger or consolidation
under this subchapter and section 321 of this
title the term ‘‘national banking association’’
means one or more national banking associa-
tions, and the term ‘‘State bank’’ means one or
more State banks.

(Aug. 17, 1950, ch. 729, ch. 729, § 1, 64 Stat. 455;
Sept. 3, 1954, ch. 1263, § 24, 68 Stat. 1234.)

AMENDMENTS

1954—Act Sept. 3, 1954, substituted ‘‘this subchapter
and section 321 of this title’’ for ‘‘sections 214 to 214c,
264(e)(2), (i)(2), (v)(4), and 321 of this title’’ wherever ap-
pearing.

SEPARABILITY

Section 9 of act Aug. 17, 1950, provided that: ‘‘If any
provision of this Act [enacting this subchapter and
amending of sections 264 and 321 of this title], or the
application thereof to any person or circumstance, is
held invalid, the remainder of the Act and the applica-
tion of such provision to other persons or circum-
stances shall not be affected thereby.’’

§ 214a. Procedure for conversion, merger, or con-
solidation; vote of stockholders

A national banking association may, by vote
of the holders of at least two-thirds of each class
of its capital stock, convert into, or merge or
consolidate with, a State bank in the same
State in which the national banking association
is located, under a State charter, in the follow-
ing manner:

(a) Approval of board of directors; publication of
notice of stockholders� meeting; waiver of
publication; notice by registered or certified
mail

The plan of conversion, merger, or consolida-
tion must be approved by a majority of the en-
tire board of directors of the national banking
association. The bank shall publish notice of the
time, place, and object of the shareholders’
meeting to act upon the plan, in some news-
paper with general circulation in the place
where the principal office of the national bank-
ing association is located, at least once a week
for four consecutive weeks: Provided, That news-
paper publication may be dispensed with en-
tirely if waived by all the shareholders and in
the case of a merger or consolidation one publi-
cation at least ten days before the meeting shall
be sufficient if publication for four weeks is
waived by holders of at least two-thirds of each
class of capital stock and prior written consent
of the Comptroller of the Currency is obtained.
The national banking association shall send
such notice to each shareholder of record by reg-
istered mail or by certified mail at least ten
days prior to the meeting, which notice may be
waived specifically by any shareholder.

(b) Rights of dissenting stockholders
A shareholder of a national banking associa-

tion who votes against the conversion, merger,
or consolidation, or who has given notice in
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writing to the bank at or prior to such meeting
that he dissents from the plan, shall be entitled
to receive in cash the value of the shares held by
him, if and when the conversion, merger, or con-
solidation is consummated, upon written re-
quest made to the resulting State bank at any
time before thirty days after the date of con-
summation of such conversion, merger, or con-
solidation, accompanied by the surrender of his
stock certificates. The value of such shares shall
be determined as of the date on which the share-
holders’ meeting was held authorizing the con-
version, merger, or consolidation, by a commit-
tee of three persons, one to be selected by ma-
jority vote of the dissenting shareholders enti-
tled to receive the value of their shares, one by
the directors of the resulting State bank, and
the third by the two so chosen. The valuation
agreed upon by any two of three appraisers thus
chosen shall govern; but, if the value so fixed
shall not be satisfactory to any dissenting
shareholder who has requested payment as pro-
vided herein, such shareholder may within five
days after being notified of the appraised value
of his shares appeal to the Comptroller of the
Currency, who shall cause a reappraisal to be
made, which shall be final and binding as to the
value of the shares of the appellant. If, within
ninety days from the date of consummation of
the conversion, merger, or consolidation, for
any reason one or more of the appraisers is not
selected as herein provided, or the appraisers
fail to determine the value of such shares, the
Comptroller shall upon written request of any
interested party, cause an appraisal to be made,
which shall be final and binding on all parties.
The expenses of the Comptroller in making the
reappraisal, or the appraisal as the case may be,
shall be paid by the resulting State bank. The
plan of conversion, merger, or consolidation
shall provide the manner of disposing of the
shares of the resulting State bank not taken by
the dissenting shareholders of the national
banking association.

(Aug. 17, 1950, ch. 729, § 2, 64 Stat. 455; Pub. L.
86–507, § 1(10), June 11, 1960, 74 Stat. 200; Pub. L.
96–221, title VII, § 706, Mar. 31, 1980, 94 Stat. 188.)

AMENDMENTS

1980—Subsec. (b). Pub. L. 96–221 substituted ‘‘major-
ity’’ for ‘‘unanimous’’.

1960—Subsec. (a). Pub. L. 86–507 inserted ‘‘or by cer-
tified mail’’ after ‘‘registered mail’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 214c of this title.

§ 214b. Continuation of business and corporate
entity

The franchise of a national banking associa-
tion as a national banking association shall
automatically terminate when its conversion
into or its merger or consolidation with a State
bank under a State charter is consummated and
the resulting State bank shall be considered the
same business and corporate entity as the na-
tional banking association, although as to
rights, powers, and duties the resulting bank is
a State bank. Any references to such national
banking association in any contract, will, or
document shall be considered a reference to the

State bank if not inconsistent with the provi-
sions of the contract, will, or document or appli-
cable law.

(Aug. 17, 1950, ch. 729, § 3, 64 Stat. 456.)

§ 214c. Conversions in contravention of State law

No conversion of a national banking associa-
tion into a State bank or its merger or consoli-
dation with a State bank shall take place under
this subchapter and section 321 of this title in
contravention of the law of the State in which
the national banking association is located; and
no such conversion, merger, or consolidation
shall take place under said sections unless under
the law of the State in which such national
banking association is located State banks may
without approval by any State authority con-
vert into and merge or consolidate with national
banking associations under limitations or condi-
tions no more restrictive than those contained
in section 214a of this title with respect to the
conversion of a national bank into, or merger or
consolidation of a national bank with, a State
bank under State charter.

(Aug. 17, 1950, ch. 729, § 4, 64 Stat. 456; July 12,
1952, ch. 696, 66 Stat. 590; Sept. 3, 1954, ch. 1263,
§ 25, 68 Stat. 1235.)

AMENDMENTS

1954—Act Sept. 3, 1954, substituted ‘‘this subchapter
and section 321 of this title’’ for ‘‘sections 214 to 214c,
264(e)(2), (i)(2), (v)(4), and 321 of this title’’.

1952—Act July 12, 1952, amended section so that the
limitation of this section beyond which State law can-
not go will be measured by the standard set out in sec-
tion 214a of this title for National-to-State conversions.

SUBCHAPTER XVI—CONSOLIDATION AND
MERGER

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in section 1828b of this
title.

§ 215. Consolidation of banks within same State

(a) In general
Any national bank or any bank incorporated

under the laws of any State may, with the ap-
proval of the Comptroller, be consolidated with
one or more national banking associations lo-
cated in the same State under the charter of a
national banking association on such terms and
conditions as may be lawfully agreed upon by a
majority of the board of directors of each asso-
ciation or bank proposing to consolidate, and be
ratified and confirmed by the affirmative vote of
the shareholders of each such association or
bank owning at least two-thirds of its capital
stock outstanding, or by a greater proportion of
such capital stock in the case of such State
bank if the laws of the State where it is orga-
nized so require, at a meeting to be held on the
call of the directors after publishing notice of
the time, place, and object of the meeting for
four consecutive weeks in a newspaper of gen-
eral circulation published in the place where the
association or bank is located, or, if there is no
such newspaper, then in the paper of general cir-
culation published nearest thereto, and after
sending such notice to each shareholder of
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record by certified or registered mail at least
ten days prior to the meeting, except to those
shareholders who specifically waive notice, but
any additional notice shall be given to the
shareholders of such State bank which may be
required by the laws of the State where it is or-
ganized. Publication of notice may be waived, in
cases where the Comptroller determines that an
emergency exists justifying such waiver, by
unanimous action of the shareholders of the as-
sociation or State bank.
(b) Liability of consolidated association; capital

stock; dissenting shareholders
The consolidated association shall be liable for

all liabilities of the respective consolidating
banks or associations. The capital stock of such
consolidated association shall not be less than
that required under existing law for the organi-
zation of a national bank in the place in which
it is located: Provided, That if such consolida-
tion shall be voted for at such meetings by the
necessary majorities of the shareholders of each
association and State bank proposing to consoli-
date, and thereafter the consolidation shall be
approved by the Comptroller, any shareholder of
any of the associations or State banks so con-
solidated who has voted against such consolida-
tion at the meeting of the association or bank of
which he is a stockholder, or who has given no-
tice in writing at or prior to such meeting to the
presiding officer that he dissents from the plan
of consolidation, shall be entitled to receive the
value of the shares so held by him when such
consolidation is approved by the Comptroller
upon written request made to the consolidated
association at any time before thirty days after
the date of consummation of the consolidation,
accompanied by the surrender of his stock cer-
tificates.
(c) Valuation of shares

The value of the shares of any dissenting
shareholder shall be ascertained, as of the effec-
tive date of the consolidation, by an appraisal
made by a committee of three persons, com-
posed of (1) one selected by the vote of the hold-
ers of the majority of the stock, the owners of
which are entitled to payment in cash; (2) one
selected by the directors of the consolidated
banking association; and (3) one selected by the
two so selected. The valuation agreed upon by
any two of the three appraisers shall govern. If
the value so fixed shall not be satisfactory to
any dissenting shareholder who has requested
payment, that shareholder may, within five
days after being notified of the appraised value
of his shares, appeal to the Comptroller, who
shall cause a reappraisal to be made which shall
be final and binding as to the value of the shares
of the appellant.
(d) Appraisal by Comptroller; expenses of con-

solidated association; sale and resale of
shares; State appraisal and consolidation law

If, within ninety days from the date of con-
summation of the consolidation, for any reason
one or more of the appraisers is not selected as
herein provided, or the appraisers fail to deter-
mine the value of such shares, the Comptroller
shall upon written request of any interested
party cause an appraisal to be made which shall

be final and binding on all parties. The expenses
of the Comptroller in making the reappraisal or
the appraisal, as the case may be, shall be paid
by the consolidated banking association. The
value of the shares ascertained shall be prompt-
ly paid to the dissenting shareholders by the
consolidated banking association. Within thirty
days after payment has been made to all dis-
senting shareholders as provided for in this sec-
tion the shares of stock of the consolidated
banking association which would have been de-
livered to such dissenting shareholders had they
not requested payment shall be sold by the con-
solidated banking association at an advertised
public auction, unless some other method of sale
is approved by the Comptroller, and the consoli-
dated banking association shall have the right
to purchase any of such shares at such public
auction, if it is the highest bidder therefor, for
the purpose of reselling such shares within thir-
ty days thereafter to such person or persons and
at such price not less than par as its board of di-
rectors by resolution may determine. If the
shares are sold at public auction at a price
greater than the amount paid to the dissenting
shareholders the excess in such sale price shall
be paid to such shareholders. The appraisal of
such shares of stock in any State bank shall be
determined in the manner prescribed by the law
of the State in such cases, rather than as pro-
vided in this section, if such provision is made
in the State law; and no such consolidation shall
be in contravention of the law of the State
under which such bank is incorporated.
(e) Status of consolidated association; property

rights and interests vested and held as fidu-
ciary

The corporate existence of each of the consoli-
dating banks or banking associations participat-
ing in such consolidation shall be merged into
and continued in the consolidated national
banking association and such consolidated na-
tional banking association shall be deemed to be
the same corporation as each bank or banking
association participating in the consolidation.
All rights, franchises, and interests of the indi-
vidual consolidating banks or banking associa-
tions in and to every type of property (real, per-
sonal, and mixed) and choses in action shall be
transferred to and vested in the consolidated na-
tional banking association by virtue of such
consolidation without any deed or other trans-
fer. The consolidated national banking associa-
tion, upon the consolidation and without any
order or other action on the part of any court or
otherwise, shall hold and enjoy all rights of
property, franchises, and interests, including ap-
pointments, designations, and nominations, and
all other rights and interests as trustee, execu-
tor, administrator, registrar of stocks and
bonds, guardian of estates, assignee, receiver,
and committee of estates of lunatics, and in
every other fiduciary capacity, in the same
manner and to the same extent as such rights,
franchises, and interests were held or enjoyed by
any one of the consolidating banks or banking
associations at the time of consolidation, sub-
ject to the conditions hereinafter provided.
(f) Removal as fiduciary; discrimination

Where any consolidating bank or banking as-
sociation, at the time of the consolidation, was
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acting under appointment of any court as trust-
ee, executor, administrator, registrar of stocks
and bonds, guardian of estates, assignee, re-
ceiver, or committee of estates of lunatics, or in
any other fiduciary capacity, the consolidated
national banking association shall be subject to
removal by a court of competent jurisdiction in
the same manner and to the same extent as was
such consolidating bank or banking association
prior to the consolidation. Nothing contained in
this section shall be considered to impair in any
manner the right of any court to remove the
consolidated national banking association and
to appoint in lieu thereof a substitute trustee,
executor, or other fiduciary, except that such
right shall not be exercised in such a manner as
to discriminate against national banking asso-
ciations, nor shall any consolidated national
banking association be removed solely because
of the fact that it is a national banking associa-
tion.
(g) Issuance of stock by consolidated association;

preemptive rights
Stock of the consolidated national banking as-

sociation may be issued as provided by the
terms of the consolidation agreement, free from
any preemptive rights of the shareholders of the
respective consolidating banks.

(Nov. 7, 1918, ch. 209, § 2, formerly § 1, as added
Pub. L. 86–230, § 20, Sept. 8, 1959, 73 Stat. 460; re-
numbered § 2 and amended Pub. L. 103–328, title
I, § 102(b)(4)(C), Sept. 29, 1994, 108 Stat. 2351.)

CODIFICATION

Provisions similar to those comprising this section
were contained in sections 1 and 2 of act Nov. 7, 1918,
ch. 209, 40 Stat. 1043, and section 3 of act Nov. 7, 1918,
ch. 209, added Feb. 25, 1927, ch. 191, § 1, 44 Stat. 1225 (for-
merly classified to sections 33 to 34a of this title) prior
to the complete amendment and renumbering of act
Nov. 7, 1918, by Pub. L. 86–230.

AMENDMENTS

1994—Pub. L. 103–328 inserted section catchline and,
in subsec. (a), inserted heading and substituted ‘‘Any
national bank’’ for ‘‘Any national banking associa-
tion’’.

SHORT TITLE

Section 1 of act Nov. 7, 1918, ch. 209, as added Sept. 29,
1994, Pub. L. 103–328, title I, § 102(b)(4)(C), 108 Stat. 2351,
provided that: ‘‘This Act [enacting this subchapter]
may be cited as the ‘National Bank Consolidation and
Merger Act’.’’

§ 215a. Merger of national banks or State banks
into national banks

(a) Approval of Comptroller, board and share-
holders; merger agreement; notice; capital
stock; liability of receiving association

One or more national banking associations or
one or more State banks, with the approval of
the Comptroller, under an agreement not incon-
sistent with this subchapter, may merge into a
national banking association located within the
same State, under the charter of the receiving
association. The merger agreement shall—

(1) be agreed upon in writing by a majority
of the board of directors of each association or
State bank participating in the plan of merg-
er;

(2) be ratified and confirmed by the affirma-
tive vote of the shareholders of each such as-
sociation or State bank owning at least two-
thirds of its capital stock outstanding, or by a
greater proportion of such capital stock in the
case of a State bank if the laws of the State
where it is organized so require, at a meeting
to be held on the call of the directors, after
publishing notice of the time, place, and ob-
ject of the meeting for four consecutive weeks
in a newspaper of general circulation pub-
lished in the place where the association or
State bank is located, or, if there is no such
newspaper, then in the newspaper of general
circulation published nearest thereto, and
after sending such notice to each shareholder
of record by certified or registered mail at
least ten days prior to the meeting, except to
those shareholders who specifically waive no-
tice, but any additional notice shall be given
to the shareholders of such State bank which
may be required by the laws of the State
where it is organized. Publication of notice
may be waived, in cases where the Comptroller
determines that an emergency exists justify-
ing such waiver, by unanimous action of the
shareholders of the association or State
banks;

(3) specify the amount of the capital stock of
the receiving association, which shall not be
less than that required under existing law for
the organization of a national bank in the
place in which it is located and which will be
outstanding upon completion of the merger,
the amount of stock (if any) to be allocated,
and cash (if any) to be paid, to the sharehold-
ers of the association or State bank being
merged into the receiving association; and

(4) provide that the receiving association
shall be liable for all liabilities of the associa-
tion or State bank being merged into the re-
ceiving association.

(b) Dissenting shareholders
If a merger shall be voted for at the called

meetings by the necessary majorities of the
shareholders of each association or State bank
participating in the plan of merger, and there-
after the merger shall be approved by the Comp-
troller, any shareholder of any association or
State bank to be merged into the receiving asso-
ciation who has voted against such merger at
the meeting of the association or bank of which
he is a stockholder, or has given notice in writ-
ing at or prior to such meeting to the presiding
officer that he dissents from the plan of merger,
shall be entitled to receive the value of the
share so held by him when such merger shall be
approved by the Comptroller upon written re-
quest made to the receiving association at any
time before thirty days after the date of con-
summation of the merger, accompanied by the
surrender of his stock certificates.
(c) Valuation of shares

The value of the shares of any dissenting
shareholder shall be ascertained, as of the effec-
tive date of the merger, by an appraisal made by
a committee of three persons, composed of (1)
one selected by the vote of the holders of the
majority of the stock, the owners of which are
entitled to payment in cash; (2) one selected by
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the directors of the receiving association; and
(3) one selected by the two so selected. The valu-
ation agreed upon by any two of the three ap-
praisers shall govern. If the value so fixed shall
not be satisfactory to any dissenting share-
holder who has requested payment, that share-
holder may, within five days after being notified
of the appraised value of his shares, appeal to
the Comptroller, who shall cause a reappraisal
to be made which shall be final and binding as
to the value of the shares of the appellant.
(d) Application to shareholders of merging asso-

ciations: appraisal by Comptroller; expenses
of receiving association; sale and resale of
shares; State appraisal and merger law

If, within ninety days from the date of con-
summation of the merger, for any reason one or
more of the appraisers is not selected as herein
provided, or the appraisers fail to determine the
value of such shares, the Comptroller shall upon
written request of any interested party cause an
appraisal to be made which shall be final and
binding on all parties. The expenses of the
Comptroller in making the reappraisal or the
appraisal, as the case may be, shall be paid by
the receiving association. The value of the
shares ascertained shall be promptly paid to the
dissenting shareholders by the receiving associa-
tion. The shares of stock of the receiving asso-
ciation which would have been delivered to such
dissenting shareholders had they not requested
payment shall be sold by the receiving associa-
tion at an advertised public auction, and the re-
ceiving association shall have the right to pur-
chase any of such shares at such public auction,
if it is the highest bidder therefor, for the pur-
pose of reselling such shares within thirty days
thereafter to such person or persons and at such
price not less than par as its board of directors
by resolution may determine. If the shares are
sold at public auction at a price greater than
the amount paid to the dissenting shareholders,
the excess in such sale price shall be paid to
such dissenting shareholders. The appraisal of
such shares of stock in any State bank shall be
determined in the manner prescribed by the law
of the State in such cases, rather than as pro-
vided in this section, if such provision is made
in the State law; and no such merger shall be in
contravention of the law of the State under
which such bank is incorporated. The provisions
of this subsection shall apply only to sharehold-
ers of (and stock owned by them in) a bank or
association being merged into the receiving as-
sociation.
(e) Status of receiving association; property

rights and interests vested and held as fidu-
ciary

The corporate existence of each of the merging
banks or banking associations participating in
such merger shall be merged into and continued
in the receiving association and such receiving
association shall be deemed to be the same cor-
poration as each bank or banking association
participating in the merger. All rights, fran-
chises, and interests of the individual merging
banks or banking associations in and to every
type of property (real, personal, and mixed) and
choses in action shall be transferred to and vest-
ed in the receiving association by virtue of such

merger without any deed or other transfer. The
receiving association, upon the merger and
without any order or other action on the part of
any court or otherwise, shall hold and enjoy all
rights of property, franchises, and interests, in-
cluding appointments, designations, and nomi-
nations, and all other rights and interests as
trustee, executor, administrator, registrar of
stocks and bonds, guardian of estates, assignee,
receiver and committee of estates of lunatics,
and in every other fiduciary capacity, in the
same manner and to the same extent as such
rights, franchises, and interests were held or en-
joyed by any one of the merging banks or bank-
ing associations at the time of the merger, sub-
ject to the conditions hereinafter provided.

(f) Removal as fiduciary; discrimination
Where any merging bank or banking associa-

tion, at the time of the merger, was acting
under appointment of any court as trustee, ex-
ecutor, administrator, registrar of stocks and
bonds, guardian of estates, assignee, receiver, or
committee of estates of lunatics, or in any other
fiduciary capacity, the receiving association
shall be subject to removal by a court of com-
petent jurisdiction in the same manner and to
the same extent as was such merging bank or
banking association prior to the merger. Noth-
ing contained in this section shall be considered
to impair in any manner the right of any court
to remove the receiving association and to ap-
point in lieu thereof a substitute trustee, execu-
tor, or other fiduciary, except that such right
shall not be exercised in such a manner as to
discriminate against national banking associa-
tions, nor shall any receiving association be re-
moved solely because of the fact that it is a na-
tional banking association.

(g) Issuance of stock by receiving association;
preemptive rights

Stock of the receiving association may be is-
sued as provided by the terms of the merger
agreement, free from any preemptive rights of
the shareholders of the respective merging
banks.

(Nov. 7, 1918, ch. 209, § 3, formerly § 2, as added
Pub. L. 86–230, § 20, Sept. 8, 1959, 73 Stat. 463; re-
numbered § 3, Pub. L. 103–328, title I,
§ 102(b)(4)(A), Sept. 29, 1994, 108 Stat. 2351.)

CODIFICATION

Provisions similar to those comprising this section
were contained in section 4 of act Nov. 7, 1918, ch. 209,
as added July 14, 1952, ch. 722, § 1, 66 Stat. 599 (formerly
classified to section 34b of this title), prior to the com-
plete amendment and renumbering of act Nov. 7, 1918,
by Pub. L. 86–230.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 215a–2 of this
title.

§ 215a�1. Interstate consolidations and mergers

(a) In general
A national bank may engage in a consolida-

tion or merger under this subchapter with an
out-of-State bank if the consolidation or merger
is approved pursuant to section 1831u of this
title.
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(b) Scope of application
Subsection (a) of this section shall not apply

with respect to any consolidation or merger be-
fore June 1, 1997, unless the home State of each
bank involved in the transaction has in effect a
law described in section 1831u(a)(3) of this title.
(c) Definitions

The terms ‘‘home State’’ and ‘‘out-of-State
bank’’ have the same meaning as in section
1831u(f) 1 of this title.

(Nov. 7, 1918, ch. 209, § 4, as added Pub. L. 103–328,
title I, § 102(b)(4)(D), Sept. 29, 1994, 108 Stat. 2351.)

REFERENCES IN TEXT

Section 1831u of this title, referred to in subsec. (c),
was subsequently amended, and subsec. (f) of section
1831u no longer defines the terms ‘‘home State’’ and
‘‘out-of-State bank’’. However, such terms are defined
elsewhere in that section.

§ 215a�2. Expedited procedures for certain reor-
ganizations

(a) In general
A national bank may, with the approval of the

Comptroller, pursuant to rules and regulations
promulgated by the Comptroller, and upon the
affirmative vote of the shareholders of such
bank owning at least two-thirds of its capital
stock outstanding, reorganize so as to become a
subsidiary of a bank holding company or of a
company that will, upon consummation of such
reorganization, become a bank holding com-
pany.
(b) Reorganization plan

A reorganization authorized under subsection
(a) of this section shall be carried out in accord-
ance with a reorganization plan that—

(1) specifies the manner in which the reorga-
nization shall be carried out;

(2) is approved by a majority of the entire
board of directors of the national bank;

(3) specifies—
(A) the amount of cash or securities of the

bank holding company, or both, or other
consideration to be paid to the shareholders
of the reorganizing bank in exchange for
their shares of stock of the bank;

(B) the date as of which the rights of each
shareholder to participate in such exchange
will be determined; and

(C) the manner in which the exchange will
be carried out; and

(4) is submitted to the shareholders of the
reorganizing bank at a meeting to be held on
the call of the directors in accordance with
the procedures prescribed in connection with a
merger of a national bank under section 215a
of this title.

(c) Rights of dissenting shareholders
If, pursuant to this section, a reorganization

plan has been approved by the shareholders and
the Comptroller, any shareholder of the bank
who has voted against the reorganization at the
meeting referred to in subsection (b)(4) of this
section, or has given notice in writing at or
prior to that meeting to the presiding officer

that the shareholder dissents from the reorga-
nization plan, shall be entitled to receive the
value of his or her shares, as provided by section
215a of this title for the merger of a national
bank.

(d) Effect of reorganization
The corporate existence of a national bank

that reorganizes in accordance with this section
shall not be deemed to have been affected in any
way by reason of such reorganization.

(e) Approval under the Bank Holding Company
Act

This section does not affect in any way the ap-
plicability of the Bank Holding Company Act of
1956 [12 U.S.C. 1841 et seq.] to a transaction de-
scribed in subsection (a) of this section.

(Nov. 7, 1918, ch. 209, § 5, as added Pub. L. 106–569,
title XII, § 1204(2), Dec. 27, 2000, 114 Stat. 3033.)

REFERENCES IN TEXT

The Bank Holding Company Act of 1956, referred to in
subsec. (e), is act May 9, 1956, ch. 240, 70 Stat. 133, as
amended, which is classified principally to chapter 17
(§ 1841 et seq.) of this title. For complete classification
of this Act to the Code, see Short Title note set out
under section 1841 of this title and Tables.

§ 215a�3. Mergers and consolidations with sub-
sidiaries and nonbank affiliates

(a) In general
Upon the approval of the Comptroller, a na-

tional bank may merge with one or more of its
nonbank subsidiaries or affiliates.

(b) Scope
Nothing in this section shall be construed—

(1) to affect the applicability of section
1828(c) of this title; or

(2) to grant a national bank any power or au-
thority that is not permissible for a national
bank under other applicable provisions of law.

(c) Regulations
The Comptroller shall promulgate regulations

to implement this section.

(Nov. 7, 1918, ch. 209, § 6, as added Pub. L. 106–569,
title XII, § 1206, Dec. 27, 2000, 114 Stat. 3034.)

§ 215b. Definitions

As used in this subchapter, the term—
(1) ‘‘State bank’’ means any bank, banking

association, trust company, savings bank
(other than a mutual savings bank), or other
banking institution which is engaged in the
business of receiving deposits and which is in-
corporated under the laws of any State, or
which is operating under the Code of Law for
the District of Columbia (except a national
banking association located in the District of
Columbia);

(2) ‘‘State’’ means the several States and
Territories, the Commonwealth of Puerto
Rico, the Virgin Islands, and the District of
Columbia;

(3) ‘‘Comptroller’’ means the Comptroller of
the Currency; and

(4) ‘‘Receiving association’’ means the na-
tional banking association into which one or
more national banking associations or one or
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more State banks, located within the same
State, merge.

(Nov. 7, 1918, ch. 209, § 7, formerly § 3, as added
Pub. L. 86–230, § 20, Sept. 8, 1959, 73 Stat. 465; re-
numbered § 5, Pub. L. 103–328, title I,
§ 102(b)(4)(B), Sept. 29, 1994, 108 Stat. 2351; renum-
bered § 7, Pub. L. 106–569, title XII, § 1204(1), Dec.
27, 2000, 114 Stat. 3033.)

CODIFICATION

Provisions similar to those comprising this section
were contained in section 5 of act Nov. 7, 1918, ch. 209,
as added July 14, 1952, ch. 722, § 1, 66 Stat. 601 (formerly
classified to section 34c of this title), prior to the com-
plete amendment and renumbering of act Nov. 7, 1918,
by Pub. L. 86–230.

§ 215c. Mergers, consolidations, and other acqui-
sitions authorized

(a) In general
Subject to sections 1815(d)(3) and 1828(c) of this

title and all other applicable laws, any national
bank may acquire or be acquired by any insured
depository institution.
(b) Expedited approval of acquisitions

(1) In general
Any application by a national bank to ac-

quire or be acquired by another insured depos-
itory institution which is required to be filed
with the Comptroller of the Currency under
any applicable law or regulation shall be ap-
proved or disapproved in writing by the agen-
cy before the end of the 60-day period begin-
ning on the date such application is filed with
the agency.
(2) Extensions of period

The period for approval or disapproval re-
ferred to in paragraph (1) may be extended for
an additional 30-day period if the Comptroller
of the Currency determines that—

(A) an applicant has not furnished all of
the information required to be submitted; or

(B) in the Comptroller’s judgment, any
material information submitted is substan-
tially inaccurate or incomplete.

(c) Rule of construction
No provision of this section shall be construed

as authorizing a national bank or a subsidiary of
a national bank to engage in any activity not
otherwise authorized under this Act 1 or any
other law governing the powers of national
banks.
(d) ��Acquire�� defined

For purposes of this section, the term ‘‘ac-
quire’’ means to acquire, directly or indirectly,
ownership or control through a merger or con-
solidation or an acquisition of assets or assump-
tion of liabilities, provided that following such
merger, consolidation, or acquisition, an acquir-
ing insured depository institution may not own
the shares of the acquired insured depository in-
stitution.

(R.S. 5156A, as added Pub. L. 102–242, title V,
§ 502(b), Dec. 19, 1991, 105 Stat. 2393; amended
Pub. L. 104–208, div. A, title II, § 2201(b)(1), Sept.
30, 1996, 110 Stat. 3009–403.)

REFERENCES IN TEXT

This Act, referred to in subsec. (c), probably means
the National Bank Act, act June 3, 1864, ch. 106, 13 Stat.
99, as amended, which is classified principally to chap-
ter 2 (§ 21 et seq.) of this title. For complete classifica-
tion of this Act to the Code, see References in Text
note set out under section 38 of this title.

CODIFICATION

Section was not enacted as part of act Nov. 7, 1918,
ch. 209, as added Sept. 8, 1959, Pub. L. 86–230, § 20, 73
Stat. 460, which comprises this subchapter.

AMENDMENTS

1996—Subsec. (b)(1). Pub. L. 104–208 substituted
‘‘under any applicable law’’ for ‘‘by section 1815(d)(3) of
this title or any other applicable law’’.

SUBCHAPTER XVII—DISPOSITION OF UN-
CLAIMED PROPERTY RECOVERED FROM
CLOSED NATIONAL BANKS

§ 216. Purpose

The purpose of this subchapter is to dispose of
unclaimed property in the possession, custody,
or control of the Comptroller of the Currency
by—

(1) providing final notice of the availability
of unclaimed property from closed national
banks and closed banks in the District of Co-
lumbia;

(2) barring rights of claimants to obtain such
property from the Comptroller after a reason-
able period of time following such notice; and

(3) authorizing the Comptroller to dispose of
such property for which no claims have been
filed and validated under this subchapter.

(Pub. L. 96–221, title VII, § 731, as added Pub. L.
97–320, title IV, § 408, Oct. 15, 1982, 96 Stat. 1513.)

§ 216a. Definitions

For purposes of this subchapter—
(1) the term ‘‘Comptroller’’ means the Comp-

troller of the Currency;
(2) the term ‘‘unclaimed property’’ means

any articles, items, assets, other property, or
the proceeds thereof from safe deposit boxes or
other safekeeping arrangements with closed
national banks or closed banks in the District
of Columbia, which are in the possession, cus-
tody, or control of the Comptroller in its ca-
pacity as successor to receivers of those
banks; and

(3) the term ‘‘claimant’’ means any person or
entity, including a State under applicable
statutory law, asserting a demonstrable legal
interest in title to, or custody or possession of,
unclaimed property.

(Pub. L. 96–221, title VII, § 732, as added Pub. L.
97–320, title IV, § 408, Oct. 15, 1982, 96 Stat. 1513.)

§ 216b. Disposition of unclaimed property

(a) Limitations for filing claims; publication of
notice in Federal Register; contents of no-
tice; disclosure of descriptive information;
inspection of specific property

(1) Within twelve months following October 15,
1982, the Comptroller shall publish formal notice
in the Federal Register that all claims to rights
of any claimant to obtain title to, or custody or



Page 78TITLE 12—BANKS AND BANKING§ 216b

1 So in original. Probably should not be capitalized.

possession of, any unclaimed property in the
possession, custody, or control of the Comptrol-
ler must be filed within twelve months following
the last date of publication of such formal no-
tice in the Federal Register or shall thereafter
be barred.

(2) Such notice shall contain the names of last
known owners, if any, names and locations of af-
fected closed banks, and a general description of
the types of unclaimed property held by the
Comptroller. The Comptroller may provide addi-
tional notice in local communities as it deems
appropriate.

(3)(A) The Comptroller shall not disclose, by
publication, inspection or otherwise, informa-
tion relating to the ownership or description of
any specific unclaimed property prior to publi-
cation of formal notice under this section.

(B) Thereafter, the Comptroller shall disclose
descriptive information of specific unclaimed
property only to a claimant thereof. The Comp-
troller may recoup expenses associated with any
publication or other provision of notice from
any sale of property authorized by this sub-
chapter. Reasonable opportunity for inspection
of specific property by a claimant thereof shall
be provided in Washington, District of Colum-
bia.
(b) Delivery of property to claimant upon proof

of entitlement; determination of validity of
claims; recoupment of expenses; liability for
losses; insurance requirements

(1) The Comptroller shall deliver such prop-
erty to any claimant or his or her legally au-
thorized representative upon receiving proof
deemed adequate by the Comptroller that such
claimant is entitled to the property, but only if
the claimant files for the property within twelve
months following the last date formal notice is
published in the Federal Register.

(2)(A) The Comptroller shall have authority to
determine the validity of all claims filed. The
Comptroller may recoup expenses associated
with the handling and processing of claims from
any sale of property authorized by this sub-
chapter.

(B) All expenses associated with the delivery
of any property shall be borne by the claimant.
The Comptroller shall not be responsible for any
loss in connection with the handling, storage, or
delivery of any property to the claimant. The
Comptroller may require the claimant to pur-
chase insurance to cover the risk of any loss.
(c) Vesting of rights, title and interest in un-

claimed property in United States; sale, use,
destruction or disposition of property; pro-
ceeds of sale as miscellaneous receipts

(1) If, after twelve months from the date for-
mal notice is published in the Federal Register,
any such property remains in the possession,
custody, or control of the Comptroller for which
no valid claim has been filed, all rights, title,
and interest in such property shall immediately
be vested in the United States.

(2) The Comptroller shall thereupon, in his dis-
cretion, sell, use, destroy, or otherwise dispose
of any such unclaimed property. Such disposi-
tion may include donations to the Smithsonian
Institution for addition to the national collec-
tion.

(3) The proceeds of any sale authorized by this
section, after recoupment by the Comptroller of
any expenses incurred hereunder, shall be cov-
ered into the Treasury as miscellaneous re-
ceipts.

(d) Liability for determination of validity of
claims; liability for delivery, sale, etc., of
property

The United States, the Comptroller, or any of-
ficer, employee, or agent thereof shall not be
subject to personal or legal liability for any de-
termination as to the validity of any claim or
claims filed under this subchapter or for any de-
livery, sale, destruction, or other disposition of
unclaimed property.

(e) Court action for determination of ownership,
etc., in State or Federal court of competent
jurisdiction; de novo nature of action; parties

(1) A court action to determine legal owner-
ship, entitlement, or right to possession may be
filed in any State or Federal court of competent
jurisdiction other than against the United
States, the Comptroller, or any officer, agent, or
employee thereof.

(2) Such actions shall be determined de novo
without regard to any agency determination or
any disposition or delivery by the Comptroller
of any particular property to any person.

(3) The United States, the Comptroller, or any
officer, employee, or agent thereof shall neither
be a party to any such judicial proceeding nor be
bound by any decision, decree, or order resulting
therefrom.

(f) Jurisdiction of United States Court of Federal
Claims of actions against United States,
Comptroller, officer, etc.; scope of review of
actions of Comptroller; limitations; claims
against Comptroller, officer, etc., as claim
against United States

(1) The United States Court of Federal Claims
shall have exclusive jurisdiction to hear and de-
termine any suit brought against the United
States, the Comptroller, or any officer, em-
ployee, or agent thereof with regard to any de-
termination of a claim or the disposition of any
unclaimed property.

(2) The United States Court of Federal Claims
may set aside actions of the Comptroller only if
such actions are found to be arbitrary, capri-
cious, an abuse of discretion, or otherwise not in
accordance with law.

(3) All claims for which the United States
Court of Federal Claims has jurisdiction under
this subsection shall be barred unless suit is
filed within two years from the date of expira-
tion of the twelve-month notice period provided
by this subchapter.

(4) For purposes of section 1491 of title 28, any
Claim 1 against the Comptroller, the United
States, or any officer, employee, or agent there-
of shall be considered a claim against the United
States.

(Pub. L. 96–221, title VII, § 733, as added Pub. L.
97–320, title IV, § 408, Oct. 15, 1982, 96 Stat. 1513;
amended Pub. L. 102–572, title IX, § 902(b)(1), Oct.
29, 1992, 106 Stat. 4516.)
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AMENDMENTS

1992—Subsec. (f)(1) to (3). Pub. L. 102–572 substituted
‘‘United States Court of Federal Claims’’ for ‘‘United
States Claims Court’’.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–572 effective Oct. 29, 1992,
see section 911 of Pub. L. 102–572, set out as a note
under section 171 of Title 28, Judiciary and Judicial
Procedure.

§ 216c. Rules and regulations

The Comptroller may issue rules and regula-
tions necessary or appropriate to carry out this
subchapter.

(Pub. L. 96–221, title VII, § 734, as added Pub. L.
97–320, title IV, § 408, Oct. 15, 1982, 96 Stat. 1515.)

§ 216d. Severability

If any provision of this subchapter or the ap-
plication of such provision to any person or cir-
cumstance is held invalid, the remainder of this
subchapter and the application of such provision
to other persons or circumstances shall not be
affected thereby.

(Pub. L. 96–221, title VII, § 735, as added Pub. L.
97–320, title IV, § 408, Oct. 15, 1982, 96 Stat. 1515.)

CHAPTER 3�FEDERAL RESERVE SYSTEM

SUBCHAPTER I—DEFINITIONS, ORGANIZATION,
AND GENERAL PROVISIONS AFFECTING SYSTEM

Sec.
221. Definitions.
221a. Additional definitions.
222. Federal reserve districts; membership of na-

tional banks.
223. Number of Federal reserve cities in district.
224. Status of reserve cities under former stat-

utes.
225. Federal reserve banks; title.
225a. Maintenance of long run growth of monetary

and credit aggregates.
225b. Appearances before and reports to the Con-

gress.
(a) Appearances before the Congress.
(b) Congressional report.

226. ‘‘Federal Reserve Act.’’
227. ‘‘Banking Act of 1933.’’
228. ‘‘Banking Act of 1935.’’

SUBCHAPTER II—BOARD OF GOVERNORS OF THE
FEDERAL RESERVE SYSTEM

241. Creation; membership; compensation and ex-
penses.

242. Ineligibility to hold office in member banks;
qualifications and terms of office of mem-
bers; chairman and vice chairman; oath of
office.

243. Assessments upon Federal reserve banks to
pay expenses.

244. Principal offices of Board; chairman of Board;
obligations and expenses; qualifications of
members; vacancies.

245. Vacancies during recess of Senate.
246. Powers of Secretary of the Treasury as af-

fected by chapter.
247. Reports to Congress.
247a. Records of action on policy relating to open-

market operation and policies determined
generally; inclusion in report to Congress.

248. Enumerated powers.
(a) Examination of accounts and affairs

of banks; publication of weekly
statements; reports of liabilities
and assets of depository institu-
tions; covered institutions.

Sec.
(b) Permitting or requiring rediscounting

of paper at specified rate.
(c) Suspending reserve requirements.
(d) Supervising and regulating issue and

retirement of notes.
(e) Adding to or reclassifying reserve cit-

ies.
(f) Suspending or removing officers or di-

rectors of reserve banks.
(g) Requiring writing off of doubtful or

worthless assets of banks.
(h) Suspending operations of or liquidat-

ing or reorganizing banks.
(i) Requiring bonds of agents; safeguard-

ing property in hands of agents.
(j) Exercising supervision over reserve

banks.
(k) Delegation of certain functions;

power to delegate; review of dele-
gated activities.

(l) Employing attorneys, experts, assist-
ants, and clerks; salaries and fees.

(m) Repealed.
(n) Board’s authority to examine deposi-

tory institutions and affiliates.
(o) Authority to appoint conservator or

receiver.
(p) Authority.
(q) Uniform protection authority for Fed-

eral reserve facilities.
(r) Voting; documentation of determina-

tions.
248–1. Rules and regulations for transfer of funds

and charges therefor among banks; clearing
houses.

248a. Pricing of services.
(a) Publication of pricing principles and

proposed schedule of fees; effective
date of schedule of fees.

(b) Covered services.
(c) Criteria applicable.
(d) Budgetary consequences of decline in

volume of services.
(e) Parity in clearing.

248b. Annual independent audits of Federal reserve
banks and Board.

249. Repealed.
250. Independence of financial regulatory agen-

cies.
251. Repealed.
252. Credit availability assessment.

(a) Study.
(b) Use of existing data.

SUBCHAPTER III—FEDERAL ADVISORY COUNCIL

261. Creation; membership; compensation; meet-
ings; officers; procedure; quorum; vacan-
cies.

262. Powers.

SUBCHAPTER IV—FEDERAL OPEN MARKET
COMMITTEE

263. Federal Open Market Committee; creation;
membership; regulations governing open-
market transactions.

SUBCHAPTER V—FEDERAL DEPOSIT INSURANCE
CORPORATION

264. Transferred.
265. Insured banks as depositaries of public

money; duties; security; discrimination be-
tween banks prohibited; repeal of inconsist-
ent laws.

266. State-chartered banks and other institutions
as depositaries of public money; fiscal
agents; duties.

SUBCHAPTER VI—CAPITAL AND STOCK OF FED-
ERAL RESERVE BANKS; DIVIDENDS AND EARN-
INGS

281. Capital.
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Sec.
282. Subscription to capital stock by national

banking association.
283. Public subscription to capital stock.
284. Omitted.
285. Nonvoting stock.
286. Transfers of stock; rules and regulations.
287. Value of shares of stock; increase and de-

crease of stock; member banks as share-
holders; surrender of shares.

288. Cancellation of stock held by member bank
on insolvency or discontinuance of banking
operations for sixty days; repayment of
cash-paid subscriptions.

289. Dividends and surplus funds of reserve banks;
transfer for fiscal year 2000.

(a) Dividends and surplus funds of reserve
banks.

(b) Transfer for fiscal year 2000.
290. Use of earnings transferred to Treasury.

SUBCHAPTER VII—DIRECTORS OF FEDERAL RE-
SERVE BANKS; RESERVE AGENTS AND ASSIST-
ANTS

301. Powers and duties of board of directors; sus-
pension of member bank for undue use of
bank credit.

302. Number of members; classes.
303. Qualifications and disabilities.
304. Class A and class B directors; selection.
305. Class C directors; selection; ‘‘Federal reserve

agent.’’
306. Assistants to Federal reserve agent.
307. Compensation of directors.
308. Terms of directors; vacancies.

SUBCHAPTER VIII—STATE BANKS AS MEMBERS
OF SYSTEM

321. Application for membership.
322. Determination on application.
323. Stock in Federal reserve banks; method of

payment.
324. Laws applicable on becoming members.
325. Examinations.
326. Acceptance of examinations and reports by

State authorities; special examinations.
327. Surrender of stock and cancellation of mem-

berships.
328. Withdrawals from membership.
329. Capital stock required as condition precedent

to membership.
329a. Omitted.
330. Laws applicable on becoming members; dis-

counts for State banks.
331. Certifying checks on State banks admitted as

members.
332. Depositaries of public money; financial

agents; security required.
333. Mutual savings banks; application and admis-

sion to membership in Federal Reserve Sys-
tem.

334. Reports from affiliates; penalty for failure to
furnish.

335. Dealing in investment securities; limitations
and conditions.

336. Certificates of stock; representation of stock
of other corporations.

337. Repealed.
338. Examination of affiliates; forfeiture of mem-

bership on refusal of affiliate to give infor-
mation or pay expense.

338a. Investments to promote public welfare and
community development; limitation on in-
vestments.

339. Participation by State member banks in lot-
teries and related activities.

(a) Prohibited activities.
(b) Use of banking premises prohibited.
(c) Definitions.
(d) Lawful banking services connected

with operation of lottery.

Sec.
(e) Regulations; enforcement.

339a. Resolution of clearing banks.
(a) Conservatorship or receivership.
(b) Board authority.
(c) Bankruptcy proceedings.

SUBCHAPTER IX—POWERS AND DUTIES OF
FEDERAL RESERVE BANKS

341. General enumeration of powers.
342. Deposits; exchange and collection; member

and nonmember banks or other depository
institutions; charges.

343. Discount of obligations arising out of actual
commercial transactions.

344. Discount or purchase of bills to finance agri-
cultural shipments.

345. Rediscount of notes, drafts, and bills for
member banks; limitation of amount.

346. Discount of acceptances.
347. Advances to member banks on their notes.
347a. Advances to member bank groups; inadequate

amounts of eligible and acceptable assets;
liability of individual banks in group; dis-
tribution of loans among banks of group;
rate of interest; notes accepted for advances
as collateral security for Federal reserve
notes; foreign obligations as security for
advances.

347b. Advances to individual member banks on
time or demand notes; maturities; time
notes secured by mortgage loans covering
one-to-four family residences.

(a) In general.
(b) Limitations on advances.

347c. Advances to individuals, partnerships, and
corporations; security; interest rate.

347d. Transactions between Federal Reserve banks
and branch or agency of foreign bank; mat-
ters considered.

348. Discount of obligations given for agricultural
purposes or based upon livestock; collateral
security for Federal reserve notes.

348a. Transactions with foreign banks; supervision
of Board of Governors of the Federal Re-
serve System.

349. Rediscount for intermediate credit banks of
obligations given for agricultural purposes;
discount of notes made pursuant to section
1031.

350. Purchase and sale of debentures and like obli-
gations of intermediate credit banks and
agricultural credit corporations.

351. Obligations of cooperative marketing associa-
tion as issued or drawn for agricultural pur-
poses.

352. Limitation on amount of obligations of cer-
tain maturities which may be discounted
and rediscounted.

352a. Repealed.
353. Purchase and sale of cable transfers, accept-

ances and bills.
354. Transactions involving gold coin, bullion, and

certificates.
355. Purchase and sale of obligations of National,

State, and municipal governments; open
market operations; purchases and sales
from or to United States; maximum aggre-
gate amount of obligations acquired di-
rectly from or loaned directly to United
States.

356. Purchase of commercial paper from member
banks and sale of same.

357. Establishment of rates of discount.
358. Establishment of accounts for purposes of

open-market operations; correspondents
and agencies.

359. Purchase and sale of acceptances of inter-
mediate credit banks and agricultural cred-
it corporations.



Page 81 TITLE 12—BANKS AND BANKING

Sec.
359a. Omitted.
360. Receiving checks and drafts on deposit at par;

charges for collections, exchange, and clear-
ances.

361. Bills receivable, bills of exchange, accept-
ances; regulations by Board of Governors.

362 to 364. Omitted.

SUBCHAPTER X—POWERS AND DUTIES OF
MEMBER BANKS

371. Real estate loans.
(a) Authorization to make real estate

loans; orders, rules, and regulations
of Comptroller of the Currency.

(b) Eligibility for discount as commercial
paper of notes representing loans fi-
nancing construction of residential
or farm buildings; prerequisites.

371a. Payment of interest on demand deposits.
371b. Rate of interest on time deposits; payment of

time deposits before maturity; waiver of no-
tice requirements for withdrawal of savings
deposits.

371b–1. Repealed.
371b–2. Interbank liabilities.

(a) Purpose.
(b) Aggregate limits on insured deposi-

tory institutions’ exposure to other
depository institutions.

(c) ‘‘Exposure’’ defined.
(d) Insured depository institution.
(e) Rulemaking authority; enforcement.

371c. Banking affiliates.
(a) Restrictions on transactions with af-

filiates.
(b) Definitions.
(c) Collateral for certain transactions

with affiliates.
(d) Exemptions.
(e) Rules relating to banks with financial

subsidiaries.
(f) Rulemaking and additional exemp-

tions.
371c–1. Restrictions on transactions with affiliates.

(a) In general.
(b) Prohibited transactions.
(c) Advertising restriction.
(d) Definitions.
(e) Regulations.

371d. Investment in bank premises or stock of cor-
poration holding premises.

(a) Conditions of investment.
(b) Definitions.

372. Bankers’ acceptances.
(a) Institutions; drafts and bills of ex-

change; types.
(b) Ratio limit of bills to unimpaired cap-

ital stock and surplus.
(c) Authorization for special ratio limit;

foreign banks.
(d) Ratio limit for domestic transactions.
(e) Ratio limit for single entity; foreign

banks; security.
(f) Exception for participation agree-

ments.
(g) Definitions by Board.
(h) Dollar equivalent of foreign bank

paid-up capital stock and surplus.
373. Acceptance of drafts or bills drawn by banks

in foreign countries or dependencies of
United States for purpose of dollar ex-
change.

374. Acting as agent for nonmember bank in get-
ting discounts from reserve bank.

374a. Acting as agent for nonbanking borrower in
making loans on securities to dealers in
stocks, bonds, etc.; penalties.

375. Purchases from directors; sales to directors.
375a. Loans to executive officers of banks.

Sec.
(1) General prohibition; authorization for

extension of credit; conditions for
credit.

(2) Mortgage loans.
(3) Educational loans.
(4) General limitation on amount of cred-

it.
(5) Partnership loans.
(6) Report of date and amount of credit

extensions, security, and uses of
proceeds upon excessive extension
of credit.

(7) Endorsement or guarantee of loans or
assets; protective indebtedness.

(8) Continuation of violation.
(9) Report of loan activity since previous

report of condition.
(10) Rules and regulations; definitions.

375b. Extensions of credit to executive officers, di-
rectors, and principal shareholders of mem-
ber banks.

(1) In general.
(2) Preferential terms prohibited.
(3) Prior approval required.
(4) Aggregate limit on extensions of cred-

it to any executive officer, director,
or principal shareholder.

(5) Aggregate limit on extensions of cred-
it to all executive officers, direc-
tors, and principal shareholders.

(6) Overdrafts by executive officers and
directors prohibited.

(7) Prohibition on knowingly receiving
unauthorized extension of credit.

(8) Executive officer, director, or prin-
cipal shareholder of certain affili-
ates treated as executive officer, di-
rector, or principal shareholder of
member bank.

(9) Definitions.
(10) Board’s rulemaking authority.

376. Rate of interest paid to directors, etc.
377. Repealed.
378. Dealers in securities engaging in banking

business; individuals or associations engag-
ing in banking business; examinations and
reports; penalties.

SUBCHAPTER XI—DEPOSITARIES AND FISCAL
AGENTS

391. Federal reserve banks as Government deposi-
taries and fiscal agents.

391a. Reimbursement of Federal Reserve Banks.
392. Depositaries of Government funds as confined

to banks in Federal reserve system; mem-
ber banks as depositaries.

393. Federal reserve banks as depositaries for
Farm Credit System.

394. Federal reserve banks as depositaries for and
fiscal agents of Home Owners’ Loan Cor-
poration.

395. Federal reserve banks as depositaries, custo-
dians and fiscal agents for Commodity
Credit Corporation.

SUBCHAPTER XII—FEDERAL RESERVE NOTES

411. Issuance to reserve banks; nature of obliga-
tion; redemption.

412. Application for notes; collateral required.
413. Distinctive letter and serial number of notes;

cancellation of notes unfit for circulation;
accounting; apportionment of credit among
Federal Reserve banks.

414. Authority of Board of Governors respecting
issuance of notes; interest; lien.

415. Reduction of liability for outstanding notes
by depositing notes and collateral and pay-
ment of notes of series prior to 1928; reissue
of deposited notes.
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Sec.
416. Withdrawal of collateral deposited to protect

notes and substitution of other collateral;
retirement of notes; payment of notes of se-
ries prior to 1928; recovery of collateral; re-
issue of deposited notes.

417. Custody and safe-keeping of notes issued to
and collateral deposited with reserve agent.

418. Printing of notes; denomination and form.
419. Delivery of notes prior to delivery to banks.
420. Control and direction of plates and dies; ex-

pense of issue and retirement of notes paid
by banks.

421. Examination of plates and dies.
422. Repealed.

SUBCHAPTER XIII—CIRCULATING NOTES AND
BONDS SECURING SAME

441 to 448. Omitted.

SUBCHAPTER XIV—BANK RESERVES

461. Reserve requirements.
(a) Establishment of applicable defini-

tions, payment of interest, obliga-
tions as deposits, and regulations.

(b) Additional definitions; required
amounts of reserves maintained
against transaction accounts; waiv-
er of ratio limits in extraordinary
circumstances; supplemental re-
serves; reserves related to foreign
obligations or assets; exemption for
certain deposits; discount and bor-
rowing; transitional adjustments;
additional exemptions and waivers.

(c) Promulgation of rules and regulations
respecting maintenance of balances.

462 to 462c. Omitted or Repealed.
463. Limitation on amount of balance with any

depository institution without access to
Federal Reserve advances.

464. Checking against and withdrawal of reserve
balance.

465. Basis for ascertaining deposits against which
required balance is determined.

466. Reserves of banks in dependencies or insular
possessions.

467. Deposits of gold coin, gold certificates, and
Special Drawing Right certificates with
United States Treasurer.

SUBCHAPTER XV—BANK EXAMINATIONS

481. Appointment of examiners; examination of
member banks, State banks, and trust com-
panies; reports.

482. Employees of Office of Comptroller of the
Currency; appointment; compensation and
benefits.

483. Special examination of member banks; infor-
mation of condition furnished to Board of
Governors of the Federal Reserve System.

484. Limitation on visitorial powers.
485. Examination of Federal reserve banks.
486. Waiver of requirements as to reports from or

examinations of affiliates.

SUBCHAPTER XVI—CIVIL LIABILITY OF FEDERAL
RESERVE AND MEMBER BANKS, SHAREHOLD-
ERS, AND OFFICERS

501. Liability of Federal reserve or member bank
for certifying check when amount of de-
posit was inadequate.

501a. Forfeiture of franchise of national banks for
failure to comply with provisions of this
chapter.

502. Liability of shareholders of Federal reserve
banks on contracts, etc.

503. Liability of directors and officers of member
banks.

504. Civil money penalty.

Sec.
(a) First tier.
(b) Second tier.
(c) Third tier.
(d) Maximum amounts of penalties for

any violation described in sub-
section (c).

(e) Assessment; etc.
(f) Hearing.
(g) Disbursement.
(h) ‘‘Violate’’ defined.
(i) Regulations.

(m) Notice under this section after sepa-
ration from service.

505. Civil money penalty.
(1) First tier.
(2) Second tier.
(3) Third tier.
(4) Maximum amounts of penalties for

any violation described in para-
graph (3).

(5) Assessment; etc.
(6) Hearing.
(7) Disbursement.
(8) ‘‘Violate’’ defined.
(9) Regulations.

506. Notice after separation from service.

SUBCHAPTER XVII—RESERVE-BANK BRANCHES

521. Reserve-bank branches; establishment; direc-
tors; discontinuance of branches; approval
for erection of branch bank building.

522. Federal reserve branch bank buildings.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 35, 1440, 1468,
1468b, 1813, 1817, 1828a, 1831k, 1831r, 2254, 3108 of this
title.

SUBCHAPTER I—DEFINITIONS, ORGANIZA-
TION, AND GENERAL PROVISIONS AF-
FECTING SYSTEM

§ 221. Definitions

Wherever the word ‘‘bank’’ is used in this
chapter, the word shall be held to include State
bank, banking association, and trust company,
except where national banks or Federal reserve
banks are specifically referred to.

The terms ‘‘national bank’’ and ‘‘national
banking association’’ used in this chapter shall
be held to be synonymous and interchangeable.
The term ‘‘member bank’’ shall be held to mean
any national bank, State bank, or bank or trust
company which has become a member of one of
the Federal reserve banks. The term ‘‘board’’
shall be held to mean Board of Governors of the
Federal Reserve System; the term ‘‘district’’
shall be held to mean Federal reserve district;
the term ‘‘reserve bank’’ shall be held to mean
Federal reserve bank; the term ‘‘the continental
United States’’ means the States of the United
States and the District of Columbia.

The terms ‘‘bonds and notes of the United
States’’, ‘‘bonds and notes of the Government of
the United States’’, and ‘‘bonds or notes of the
United States’’ used in this chapter shall be held
to include certificates of indebtedness and
Treasury bills issued under section 3104 of title
31.

(Dec. 23, 1913, ch. 6, § 1, 38 Stat. 251; Aug. 23, 1935,
ch. 614, title II, § 203(a), 49 Stat. 704; Pub. L.
86–70, § 8(a), June 25, 1959, 73 Stat. 142; Pub. L.
97–258, § 2(c), Sept. 13, 1982, 96 Stat. 1058.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this Act’’, meaning act Dec. 23, 1913, ch. 6, 38 Stat. 251,
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as amended, known as the Federal Reserve Act. For
complete classification of this Act to the Code, see Ref-
erences in Text note set out under section 226 of this
title and Tables.

AMENDMENTS

1982—Pub. L. 97–258 inserted provisions defining
‘‘bonds and notes of the United States’’, ‘‘bonds and
notes of the Government of the United States’’, and
‘‘bonds or notes of the United States’’. These provisions
are based on acts Sept. 24, 1917, ch. 56, § 5(c), 40 Stat.
290; Apr. 4, 1918, ch. 44, § 4, 40 Stat. 504; Mar. 3, 1919, ch.
100, § 3, 40 Stat. 1311; restated June 17, 1929, ch. 26, 46
Stat. 20 (former 31 U.S.C. 754(c)).

1959—Pub. L. 86–70 inserted definition of ‘‘the con-
tinental United States’’.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 221a, 3102, 3105
of this title.

§ 221a. Additional definitions

As used in this chapter—
(a) The terms ‘‘banks’’, ‘‘national bank’’, ‘‘na-

tional banking association’’, ‘‘member bank’’,
‘‘board’’, ‘‘district’’, and ‘‘reserve bank’’ shall
have the meanings assigned to them in section
221 of this title.

(b) Except where otherwise specifically pro-
vided, the term ‘‘affiliate’’ shall include any cor-
poration, business trust, association, or other
similar organization—

(1) Of which a member bank, directly or indi-
rectly, owns or controls either a majority of
the voting shares or more than 50 per centum
of the number of shares voted for the election
of its directors, trustees, or other persons ex-
ercising similar functions at the preceding
election, or controls in any manner the elec-
tion of a majority of its directors, trustees, or
other persons exercising similar functions; or

(2) Of which control is held, directly or indi-
rectly, through stock ownership or in any
other manner, by the shareholders of a mem-
ber bank who own or control either a majority
of the shares of such bank or more than 50 per
centum of the number of shares voted for the
election of directors of such bank at the pre-
ceding election, or by trustees for the benefit
of the shareholders of any such bank; or

(3) Of which a majority of its directors,
trustees, or other persons exercising similar
functions are directors of any one member
bank; or

(4) Which owns or controls, directly or indi-
rectly, either a majority of the shares of cap-
ital stock of a member bank or more than 50
per centum of the number of shares voted for
the election of directors of a member bank at
the preceding election, or controls in any
manner the election of a majority of the direc-
tors of a member bank, or for the benefit of
whose shareholders or members all or substan-
tially all the capital stock of a member bank
is held by trustees.

(June 16, 1933, ch. 89, § 2, 48 Stat. 162; Aug. 23,
1935, ch. 614, title III, § 301, 49 Stat. 707; Pub. L.
89–485, § 13(a), (b), July 1, 1966, 80 Stat. 242.)

REFERENCES IN TEXT

As used in this chapter, referred to in text, was in the
original ‘‘As used in this Act and in any provision of
law amended by this Act’’, meaning act June 16, 1933,
ch. 89, 48 Stat. 162, as amended, known as the Banking
Act of 1933. For complete classification of this Act to
the Code, see References in Text note set out under sec-
tion 227 of this title and Tables.

AMENDMENTS

1966—Subsec. (b)(4). Pub. L. 89–485, § 13(a), added par.
(4) which incorporates definitions of ‘‘holding company
affiliate’’ contained in cls. (1) and (2) of former subsec.
(c) of this section, and substituted ‘‘a member bank’’
for ‘‘any one bank’’ in first two places.

Subsec. (c). Pub. L. 89–485, § 13(b), repealed definition
of ‘‘holding company affiliate’’, cls. (1) and (2) thereof
now being incorporated in the subsec. (b)(4) definition
of ‘‘affiliate’’, substituting ‘‘a member bank’’ for ‘‘any
one bank’’ in first two places and the par. excluding
therefrom any corporations stock of which is fully
owned by the United States and any organization de-
termined by the Board of Governors of the Federal Re-
serve System not to be engaged, directly or indirectly,
as a business in holding the stock of, or managing or
controlling, banks, banking associations, savings
banks, or trust companies.

1935—Subsec. (c). Act Aug. 23, 1935, added last par.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 371d, 1464, 1828
of this title; title 26 section 601.

§ 222. Federal reserve districts; membership of
national banks

The continental United States, excluding
Alaska, shall be divided into not less than eight
nor more than twelve districts. Such districts
may be readjusted and new districts may from
time to time be created by the Board of Gov-
ernors of the Federal Reserve System, not to ex-
ceed twelve in all: Provided, That the districts
shall be apportioned with due regard to the con-
venience and customary course of business and
shall not necessarily be coterminous with any
State or States. Such districts shall be known as
Federal Reserve districts and may be designated
by number. When the State of Alaska or Hawaii
is hereafter admitted to the Union the Federal
Reserve districts shall be readjusted by the
Board of Governors of the Federal Reserve Sys-
tem in such manner as to include such State.
Every national bank in any State shall, upon
commencing business or within ninety days
after admission into the Union of the State in
which it is located, become a member bank of
the Federal Reserve System by subscribing and
paying for stock in the Federal Reserve bank of
its district in accordance with the provisions of
this chapter and shall thereupon be an insured
bank under the Federal Deposit Insurance Act
[12 U.S.C. 1811 et seq.], and failure to do so shall
subject such bank to the penalty provided by
section 501a of this title.

(Dec. 23, 1913, ch. 6, § 2, 38 Stat. 251; Aug. 23, 1935,
ch. 614, title II, § 203(a), 49 Stat. 704; Pub. L.
85–508, § 19, July 7, 1958, 72 Stat. 350; Pub. L. 86–3,
§ 17, Mar. 18, 1959, 73 Stat. 12.)

REFERENCES IN TEXT

The Federal Deposit Insurance Act, referred to in
text, is act Sept. 21, 1950, ch. 967, § 2, 64 Stat. 873, as
amended, which is classified generally to chapter 16
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(§ 1811 et seq.) of this title. For complete classification
of this Act to the Code, see Short Title note set out
under section 1811 of this title and Tables.

AMENDMENTS

1959—Pub. L. 86–3 required readjustment of districts
when the State of Hawaii is admitted to the Union.

1958—Pub. L. 85–508 required readjustment of districts
when the State of Alaska is admitted to the Union, and
inserted provisions requiring national banks to become
members of the Federal Reserve System upon com-
mencing business or within 90 Days after admission
into the Union of the State in which they are located.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

ADMISSION OF ALASKA AND HAWAII TO STATEHOOD

Alaska was admitted into the Union on Jan. 3, 1959,
on issuance of Proc. No. 3269, Jan. 3, 1959, 24 F.R. 81, 73
Stat. c16, and Hawaii was admitted into the Union on
Aug. 21, 1959, on issuance of Proc. No. 3309, Aug. 21, 1959,
24 F.R. 6868, 73 Stat. c74. For Alaska Statehood Law,
see Pub. L. 85–508, July 7, 1958, 72 Stat. 339, set out as
a note preceding section 21 of Title 48, Territories and
Insular Possessions. For Hawaii Statehood Law, see
Pub. L. 86–3, Mar. 18, 1959, 73 Stat. 4, set out as a note
preceding section 491 of Title 48.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 481 of this title.

§ 223. Number of Federal reserve cities in district

A Federal reserve district shall contain only
one Federal reserve city.

(Dec. 23, 1913, ch. 6, § 2, 38 Stat. 251.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 481 of this title.

§ 224. Status of reserve cities under former stat-
utes

The organization of reserve districts and Fed-
eral reserve cities shall not be construed as
changing the present status of reserve cities ex-
cept insofar as this chapter changes the amount
of reserves that may be carried with approved
reserve agents located therein.

(Dec. 23, 1913, ch. 6, § 2, 38 Stat. 251; Pub. L.
86–114, § 3(b)(5), July 28, 1959, 73 Stat. 264.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this Act’’, meaning act Dec. 23, 1913, ch. 6, 38 Stat. 251,
as amended, known as the Federal Reserve Act. For
complete classification of this Act to the Code, see Ref-
erences in Text note set out under section 226 of this
title and Tables.

AMENDMENTS

1959—Pub. L. 86–114 struck out ‘‘and central reserve
cities’’ after ‘‘reserve cities’’.

EFFECTIVE DATE OF 1959 AMENDMENT

Amendment by Pub. L. 86–114 effective three years
after July 28, 1959, see section 3(b) of Pub. L. 86–114, set
out as a Central Reserve and Reserve Cities note under
section 141 of this title.

PRIOR PROVISIONS

Provisions relating to reserve cities and central re-
serve cities were contained in R.S. §§ 5191, 5192, and act
Mar. 3, 1887, ch. 378, §§ 1, 2, 24 Stat. 559, 560.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 481 of this title.

§ 225. Federal reserve banks; title

A Federal reserve bank shall include in its
title the name of the city in which it is situated,
as ‘‘Federal Reserve Bank of Chicago.’’

(Dec. 23, 1913, ch. 6, § 2, 38 Stat. 252.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 481 of this title.

§ 225a. Maintenance of long run growth of mone-
tary and credit aggregates

The Board of Governors of the Federal Reserve
System and the Federal Open Market Commit-
tee shall maintain long run growth of the mone-
tary and credit aggregates commensurate with
the economy’s long run potential to increase
production, so as to promote effectively the
goals of maximum employment, stable prices,
and moderate long-term interest rates.

(Dec. 23, 1913, ch. 6, § 2A, as added Pub. L. 95–188,
title II, § 202, Nov. 16, 1977, 91 Stat. 1387; amended
Pub. L. 95–523, title I, § 108(a), Oct. 27, 1978, 92
Stat. 1897; Pub. L. 100–418, title III, § 3005(c), Aug.
23, 1988, 102 Stat. 1375; Pub. L. 106–569, title X,
§ 1003(a), Dec. 27, 2000, 114 Stat. 3028.)

CODIFICATION

Another section 202 of Pub. L. 95–188 amended section
302 of this title.

AMENDMENTS

2000—Pub. L. 106–569 struck out provisions after first
sentence relating to annual reports to Congress, trans-
mittal of reports to Congressional Committees, con-
sultations with Committees, report of Committee,
changing conditions affecting achievement of objec-
tives and plans, and explanation for deviations from ob-
jectives and plans.

1988—Pub. L. 100–418 inserted ‘‘, including an analysis
of the impact of the exchange rate of the dollar on
those trends’’ after ‘‘the Nation’’ in cl. (1).

1978—Pub. L. 95–523 substituted provisions relating to
independent written reports of the Board of Governors
to the Congress for provisions relating to the consulta-
tions of the Board of Governors with Congress at semi-
annual hearings, substituted ‘‘the objectives and plans
with respect to the ranges’’ for ‘‘such ranges’’, inserted
‘‘of the monetary and credit aggregates disclosed in the
reports submitted under this section’’ after ‘‘growth or
diminution’’, and inserted proviso respecting the inclu-
sion of an explanation of reasons for revisions or devi-
ations in subsequent consultations and reports.

EFFECTIVE DATE OF 1978 AMENDMENT

Section 108(b) of Pub. L. 95–523 provided that: ‘‘The
amendment made by subsection (a) [amending this sec-
tion] takes effect on January 1, 1979.’’

§ 225b. Appearances before and reports to the
Congress

(a) Appearances before the Congress
(1) In general

The Chairman of the Board shall appear be-
fore the Congress at semi-annual hearings, as
specified in paragraph (2), regarding—

(A) the efforts, activities, objectives and
plans of the Board and the Federal Open
Market Committee with respect to the con-
duct of monetary policy; and
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(B) economic developments and prospects
for the future described in the report re-
quired in subsection (b) of this section.

(2) Schedule
The Chairman of the Board shall appear—

(A) before the Committee on Banking and
Financial Services of the House of Rep-
resentatives on or about February 20 of even
numbered calendar years and on or about
July 20 of odd numbered calendar years;

(B) before the Committee on Banking,
Housing, and Urban Affairs of the Senate on
or about July 20 of even numbered calendar
years and on or about February 20 of odd
numbered calendar years; and

(C) before either Committee referred to in
subparagraph (A) or (B), upon request, fol-
lowing the scheduled appearance of the
Chairman before the other Committee under
subparagraph (A) or (B).

(b) Congressional report
The Board shall, concurrent with each semi-

annual hearing required by this section, submit
a written report to the Committee on Banking,
Housing, and Urban Affairs of the Senate and
the Committee on Banking and Financial Serv-
ices of the House of Representatives, containing
a discussion of the conduct of monetary policy
and economic developments and prospects for
the future, taking into account past and pro-
spective developments in employment, unem-
ployment, production, investment, real income,
productivity, exchange rates, international
trade and payments, and prices.

(Dec. 23, 1913, ch. 6, § 2B, as added Pub. L. 106–569,
title X, § 1003(b)(1), Dec. 27, 2000, 114 Stat. 3028.)

CHANGE OF NAME

Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

§ 226. ��Federal Reserve Act��

The short title of the Act of December 23, 1913,
ch. 6, 38 Stat. 251, shall be the ‘‘Federal Reserve
Act.’’

(Dec. 23, 1913, ch. 6, § 1, 38 Stat. 251.)

REFERENCES IN TEXT

The Federal Reserve Act, referred to in text, is classi-
fied to sections 1, 35, 59, 64, 82, 90, 101a, 104, 121, 141, 142,
221, 222 to 226, 241 to 247a, 248(a) to (m), (o), 261 to 263,
281 to 283, 285 to 290, 301 to 308, 321 to 329, 330 to 336, 337,
338, 341 to 347c, 348 to 352, 352a, 353 to 360, 371 to 372, 374
to 376, 391 to 393, 411 to 416, 418 to 421, 441 to 444, 446 to
448, 461, 462, 462a–1, 462b, 462c, 463 to 467, 481 to 486, 501a
to 503, 521, 522, 531, 601 to 604, 611 to 632 of this title, and
section 409 of former Title 31, Money and Finance. See,
also, section 19 of Title 15, Commerce and Trade; sec-
tions 217 to 219, 655, 1005, 1014, 1906 and 1909 of Title 18,
Crimes and Criminal Procedure, and section 725(b) of
former Title 31, Money and Finance. For complete clas-
sification of this Act to the Code, see Tables.

SHORT TITLE OF 1996 AMENDMENT

Pub. L. 104–208, div. A, title II, § 2001(a), Sept. 30, 1996,
110 Stat. 3009–394, provided that: ‘‘This title [see Tables

for classification] may be cited as the ‘Economic
Growth and Regulatory Paperwork Reduction Act of
1996’.’’

SHORT TITLE OF 1992 AMENDMENT

Pub. L. 102–491, § 1, Oct. 24, 1992, 106 Stat. 3144, pro-
vided that: ‘‘This Act [amending section 522 of this
title] may be cited as the ‘Federal Reserve Bank
Branch Modernization Act’.’’

SHORT TITLE OF 1987 AMENDMENT

Pub. L. 100–86, § 1(a), Aug. 10, 1987, 101 Stat. 552, pro-
vided that: ‘‘This Act [enacting sections 371c–1, 1439–1,
1441, 1442a, 1467, 1467a, 1730h, 1730i, 1772b, 1772c, 3806, and
4001 to 4010 of this title and section 3334 of Title 31,
Money and Finance, amending sections 24, 248a, 481, 619,
1430, 1436, 1464, 1467, 1725 to 1727, 1729 to 1730a, 1730h,
1757, 1761a, 1761b, 1764, 1766, 1767, 1785 to 1788, 1813, 1817,
1821, 1823, 1828, 1831d, 1832, 1841 to 1843, 1846, 1849, and
3106 of this title, sections 905 and 906 of Title 2, The
Congress, sections 45, 46, and 57a of Title 15, Commerce
and Trade, and sections 3328, 3702, 3712, 9101, and 9105 of
Title 31, providing for future repeal of sections 1442a,
1467a, and 1730i of this title, enacting provisions set out
as notes under sections 226, 248a, 619, 1437, 1441, 1464,
1467, 1467a, 1730, 1730a, 1751, 1811, 1841, and 4001 of this
title and section 3328 of Title 31, and amending provi-
sions set out as a note under section 1729 of this title]
may be cited as the ‘Competitive Equality Banking Act
of 1987’.’’

Pub. L. 100–86, title I, § 100, Aug. 10, 1987, 101 Stat. 554,
provided that: ‘‘This title [enacting section 371c–1 of
this title, amending sections 24, 619, 1430, 1730, 1730a,
1813, 1828, 1831d, 1832, 1841 to 1843, and 1846 of this title,
and enacting provisions set out as notes under sections
226, 619, 1730a, and 1841 of this title] may be cited as the
‘Competitive Equality Amendments of 1987’.’’

Pub. L. 100–86, title III, § 301, Aug. 10, 1987, 101 Stat.
585, provided that: ‘‘This title [enacting section 1441 of
this title, amending sections 1430, 1436, 1725, 1727, and
1730 of this title and section 9101 of Title 31, Money and
Finance, and enacting provisions set out as a note
under section 1730 of this title] may be cited as the
‘Federal Savings and Loan Insurance Corporation Re-
capitalization Act of 1987’.’’

Pub. L. 100–86, title IV, § 401, Aug. 10, 1987, 101 Stat.
604, provided that: ‘‘This title [enacting sections 1442a,
1467, 1467a, 1730h, and 1730i of this title, amending sec-
tions 1464, 1467, 1729 to 1730a, and 1730h of this title, and
section 9105 of Title 31, Money and Finance, providing
for future repeal of sections 1442a, 1467a, and 1730i of
this title, and enacting provisions set out as notes
under sections 1437, 1441, 1467, and 1467a of this title]
may be cited as the ‘Thrift Industry Recovery Act’.’’

SHORT TITLE OF 1982 AMENDMENT

Pub. L. 97–320, § 1, Oct. 15, 1982, 96 Stat. 1469, provided
that: ‘‘This Act [enacting sections 216 to 216d, 1701j–3,
1795j, 1866, 1867, 3208, and 3801 to 3805 of this title and
section 1099 of Title 20, Education, amending sections
22, 24, 27, 29, 30, 84, 93, 94, 95, 371, 371c, 375a, 375b, 461, 484,
504, 505, 1425a, 1426, 1428a, 1430, 1431, 1436, 1437, 1462, 1464,
1718, 1719, 1725, 1726, 1727, 1728, 1729, 1730, 1730a, 1752,
1752a, 1753, 1755, 1757, 1760, 1761, 1761a, 1761b, 1761c, 1763,
1764, 1766, 1770, 1771, 1782, 1783, 1785, 1786, 1795f, 1813, 1814,
1815, 1817, 1818, 1820, 1821, 1822, 1823, 1828, 1831c, 1832, 1841,
1842, 1843, 1847, 1861, 1862, 1863, 1864, 1865, 1972, 3106, 3204,
3305, 3412, 3414, and 3503 of this title, section 109 of Title
11, Bankruptcy, sections 1602 and 1603 of Title 15, Com-
merce and Trade, and sections 8103 and 8105 of Title 42,
The Public Health and Welfare, repealing section 82 of
this title and provisions set out as a note under section
461 of this title, enacting provisions set out as notes
under this section, sections 84, 371, 371c, 1461, 1464, 1811,
1817, 1823, 3503, and 3801 of this title, and sections 1602
and 1603 of Title 15, and amending provisions set out as
notes under sections 92 and 191 of this title] may be
cited as the ‘Garn-St Germain Depository Institutions
Act of 1982’.’’
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Pub. L. 97–320, title IV, § 410(a), Oct. 15, 1982, 96 Stat.
1515, provided that: ‘‘This section [amending sections
371c, 375b, 1820, 1828 and 1972 of this title, and enacting
provisions set out as a note under section 371c of this
title] may be cited as the ‘Banking Affiliates Act of
1982’.’’

SHORT TITLE OF 1980 AMENDMENT

Pub. L. 96–221, § 1, Mar. 31, 1980, 94 Stat. 132, provided
that: ‘‘This Act [enacting sections 4a, 86a, 93a, 248a,
1730g, 1735f–7a, 1831d, and 3501 to 3524 of this title, and
section 1646 of Title 15, Commerce and Trade, amending
sections 24, 27, 29, 51b, 51b–1, 72, 85, 92, 95, 214a, 248, 342,
347b, 355, 360, 371a, 412, 461, 463, 481, 1425a, 1425b, 1431,
1464, 1724, 1726, 1728, 1752, 1757, 1763, 1785, 1787, 1795, to
1795i, 1813, 1817, 1821, 1828, 1832, 1842, and 1843 of this
title, and sections 57a, 687, 1602 to 1607, 1610, 1612, 1613,
1631, 1632, 1635, 1637, 1638, 1640, 1641, 1643, 1663, 1664, 1665a,
1666, 1666d, 1667d, and 1691f of Title 15, repealing sec-
tions 86a, 371b–1, 1730e, and 1831a of this title, and sec-
tions 1614, 1636, and 1639 of Title 15, enacting provisions
set out as notes under this section, sections 27, 85, 86a,
191, 248, 355, 371a, 1425a, 1724, 1730g, 1735f–7, 1735f–7a, 1787,
1813, 1817, 3101, 3501, and 3521 of this title, and sections
1601, 1602, and 1607 of Title 15, and repealing provisions
set out as notes under sections 85, 86a, 371b–1, and 1831a
of this title] may be cited as the ‘Depository Institu-
tions Deregulation and Monetary Control Act of 1980’.’’

Pub. L. 96–221, title I, § 101, Mar. 31, 1980, 94 Stat. 132,
provided that: ‘‘This title [enacting section 248a of this
title, amending sections 248, 342, 347b, 355, 360, 412, 461,
463, and 1425a of this title and enacting provisions set
out as notes under sections 248 and 355 of this title]
may be cited as the ‘Monetary Control Act of 1980’.’’

Pub. L. 96–221, title III, § 301, Mar. 31, 1980, 94 Stat. 145,
provided that: ‘‘This title [amending sections 371a, 1431,
1464, 1724, 1728, 1752, 1757, 1763, 1785, 1787, 1795 to 1795i,
1813, 1817, 1821, 1828, and 1832 of this title and enacting
provisions set out as notes under sections 371a, 1724,
1787, 1813, and 1817 of this title] may be cited as the
‘Consumer Checking Account Equity Act of 1980’.’’

SHORT TITLE OF 1978 AMENDMENT

Pub. L. 95–630, § 1, Nov. 10, 1978, 92 Stat. 3641, provided:
‘‘That this Act [enacting sections 375b, 504, 505, 635a–1
to 635a–3, 1795 to 1795i, 1831c, 3106a, 3201 to 3207, 3301 to
3308, and 3401 to 3422 of this title, sections 1693 to 1693r
of Title 15, Commerce and Trade, and section 2153e–1 of
Title 42, The Public Health and Welfare, amending sec-
tions 27, 93, 375a, 412, 635, 635e to 635g, 1451, 1462, 1464,
1715z–10, 1726, 1728 to 1730a, 1752 to 1756, 1757 to 1759, 1761
to 1763, 1766, 1767, 1771, 1772a, 1781 to 1789, 1795b to 1795g,
1813, 1817 to 1821, 1828, 1832, 1843, 1844, 1847, 1865, 1972,
and 2902 of this title, sections 5108, 5314, and 5315 of
Title 5, Government Organization and Employees, sec-
tions 709 and 1114 of Title 18, Crimes and Criminal Pro-
cedure, and sections 67 and 856 of former Title 31,
Money and Finance, enacting provisions set out as
notes under sections 27, 93, 375b, 461, 601, 635, 1451, 1728,
1730, 1751, 1752, 1795, 1817, 1832, 3201, 3301, 3401, and 3415
of this title, and sections 1601 and 1693 of Title 15; and
amending provisions set out as notes under this sec-
tion, section 461 of this title, and section 1666f of Title
15] may be cited as the ‘Financial Institutions Regu-
latory and Interest Rate Control Act of 1978’.’’

SHORT TITLE OF 1977 AMENDMENT

Pub. L. 95–188, title II, § 201, Nov. 16, 1977, 91 Stat. 1387,
provided that: ‘‘This title [enacting section 225a of this
title, amending sections 242 and 302 of this title and
section 208 of Title 18, Crimes and Criminal Procedure,
and enacting provisions set out as a note under section
242 of this title] may be cited as the ‘Federal Reserve
Reform Act of 1977’.’’

SHORT TITLE OF 1932 AMENDMENT

Act Feb. 27, 1932, ch. 58, 47 Stat. 56, which enacted
sections 347a and 347b of this title, and amended section
412 of this title, is popularly known as the Glass-
Steagall Act, 1932.

SEPARABILITY; RIGHT TO AMEND, ALTER OR REPEAL

Pub. L. 100–86, title XII, § 1205, Aug. 10, 1987, 101 Stat.
663, provided that: ‘‘If any provision of this Act [see
Short Title of 1987 Amendment note above] or the ap-
plication thereof to any person or circumstances is held
invalid, the remainder of the Act and the application of
the provision to other persons not similarly situated or
to other circumstances shall not be affected thereby.’’

Sections 30 and 31, formerly 29 and 30, respectively, of
act Dec. 23, 1913, as renumbered by act Nov. 10, 1978,
Pub. L. 95–630, title I, § 101, 92 Stat. 3641, provided:

‘‘SEC. 30. If any clause, sentence, paragraph, or part
of this Act shall for any reason be adjudged by any
court of competent jurisdiction to be invalid, such
judgment shall not affect, impair, or invalidate the re-
mainder of this Act, but shall be confined in its oper-
ation to the clause, sentence, paragraph, or part there-
of directly involved in the controversy in which such
judgment shall have been rendered.

‘‘SEC. 31. The right to amend, alter, or repeal this Act
is hereby expressly reserved.’’

§ 227. ��Banking Act of 1933��

The short title of the Act of June 16, 1933, ch.
89, 48 Stat. 162, shall be the ‘‘Banking Act of
1933.’’

(June 16, 1933, ch. 89, § 1, 48 Stat. 162.)

REFERENCES IN TEXT

The Banking Act of 1933, also known as the Glass-
Steagall Act, 1933, referred to in text, is classified to
sections 24, 33, 34a, 36, 51, 52, 61, 64a, 71a, 77, 78, 84, 85,
161, 197a, 221a, 227, 242, 244, 248, 289, 301, 304, 321, 329, 333
to 338, 347, 348a, 371a, 371b, 371c, 371d, 374a, 375a, 377, 378,
481, and 632 of this title. For complete classification of
this Act to the Code, see Tables.

RIGHT TO AMEND, ALTER OR REPEAL; SEPARABILITY

Section 34 of act June 16, 1933, provided: ‘‘The right
to alter, amend, or repeal this Act is hereby expressly
reserved. If any provision of this act, or the application
thereof to any person or circumstances, is held invalid,
the remainder of the act, and the application of such
provision to other persons or circumstances, shall not
be affected thereby’’.

§ 228. ��Banking Act of 1935��

The act of August 23, 1935, ch. 614, 49 Stat. 684,
may be cited as the ‘‘Banking Act of 1935.’’

(Aug. 23, 1935, ch. 614, § 1, 49 Stat. 684.)

REFERENCES IN TEXT

The Banking Act of 1935, referred to in text, is classi-
fied to sections 2, 24, 33 to 34c, 35, 36, 51, 51a, 51b–1, 52,
59 to 61, 64a, 71a, 78, 84, 85, 170, 181, 192, 221a, 228, 241, 242,
244, 247a, 248, 263, 287, 288, 321, 324, 336, 341, 343, 347b,
352a, 355, 357, 371, 371a, 371b, 371c, 375a, 377, 378, 461,
462a–1, 462b, 465, 481, 482, 486, 619, 1702, 1703, 1709, and 1713
of this title; section 101 of Title 11, Bankruptcy; section
19 of Title 15, Commerce and Trade. See, also, sections
217, 218, 334, 655, 656, 709, 1005, 1906, 1909, and 2113 of Title
18, Crimes and Criminal Procedure. For complete clas-
sification of this Act to the Code see Tables.

SEPARABILITY

Section 346 of act Aug. 23, 1935, provided: ‘‘If any pro-
vision of this Act, or the application thereof to any per-
son or circumstances, is held invalid, the remainder of
the Act, and the application of such provision to other
persons and circumstances, shall not be affected there-
by.’’
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SUBCHAPTER II—BOARD OF GOVERNORS
OF THE FEDERAL RESERVE SYSTEM

§ 241. Creation; membership; compensation and
expenses

The Board of Governors of the Federal Reserve
System (hereinafter referred to as the ‘‘Board’’)
shall be composed of seven members, to be ap-
pointed by the President, by and with the advice
and consent of the Senate, after August 23, 1935,
for terms of fourteen years except as hereinafter
provided, but each appointive member of the
Federal Reserve Board in office on such date
shall continue to serve as a member of the
Board until February 1, 1936, and the Secretary
of the Treasury and the Comptroller of the Cur-
rency shall continue to serve as members of the
Board until February 1, 1936. In selecting the
members of the Board, not more than one of
whom shall be selected from any one Federal
Reserve district, the President shall have due
regard to a fair representation of the financial,
agricultural, industrial, and commercial inter-
ests, and geographical divisions of the country.
The members of the Board shall devote their en-
tire time to the business of the Board and shall
each receive basic compensation at the rate of
$16,000 per annum, payable monthly, together
with actual necessary traveling expenses.

(Dec. 23, 1913, ch. 6, § 10 (par.), 38 Stat. 260; June
3, 1922, ch. 205, 42 Stat. 620; Aug. 23, 1935, ch. 614,
title II, § 203(b), 49 Stat. 704.)

CODIFICATION

Section is comprised of first par. of section 10 of act
Dec. 23, 1913. Pars. 2–7 and 8 of section 10; par. 9 of sec-
tion 10, as added June 3, 1922, ch. 205, 42 Stat. 621; and
par. 10 of section 10, as added Aug. 23, 1935, ch. 614,
§ 203(d), 49 Stat. 705, are classified to sections 242 to 247,
1, 522, and 247a, respectively, of this title.

AMENDMENTS

1935—Act Aug. 23, 1935, § 203(b), increased the appoint-
ive membership from six to seven, terminated the
membership of the Secretary of the Treasury and the
Comptroller of the Currency, raised the tenure from
twelve to fourteen years and increased the annual sal-
ary from $12,000 to $15,000.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, provided that:
‘‘Hereafter the Federal Reserve Board shall be known
as the ‘Board of Governors of the Federal Reserve Sys-
tem,’ and the governor and the vice governor of the
Federal Reserve Board shall be known as the ‘chair-
man’ and the ‘vice chairman,’ respectively, of the
Board of Governors of the Federal Reserve System.’’

REPEALS

Act Oct. 15, 1949, ch. 695, § 4, 63 Stat. 880, formerly
cited as a credit to this section, was repealed by Pub.
L. 89–554, § 8(a), Sept. 6, 1966, 80 Stat. 655.

GENERAL ACCOUNTING OFFICE STUDY OF CONFLICTS OF
INTEREST

Pub. L. 106–102, title VII, § 728, Nov. 12, 1999, 113 Stat.
1475, provided that:

‘‘(a) STUDY REQUIRED.—The Comptroller General of
the United States shall conduct a study analyzing the
conflict of interest faced by the Board of Governors of
the Federal Reserve System between its role as a pri-
mary regulator of the banking industry and its role as
a vendor of services to the banking and financial serv-
ices industry.

‘‘(b) SPECIFIC CONFLICT REQUIRED TO BE ADDRESSED.—
In the course of the study required under subsection
(a), the Comptroller General shall address the conflict
of interest faced by the Board of Governors of the Fed-
eral Reserve System between the role of the Board as
a regulator of the payment system, generally, and its
participation in the payment system as a competitor
with private entities who are providing payment serv-
ices.

‘‘(c) REPORT TO THE CONGRESS.—Before the end of the
1-year period beginning on the date of the enactment of
this Act [Nov. 12, 1999], the Comptroller General shall
submit a report to the Congress containing the findings
and conclusions of the Comptroller General in connec-
tion with the study required under this section, to-
gether with such recommendations for such legislative
or administrative actions as the Comptroller General
may determine to be appropriate, including recom-
mendations for resolving any such conflict of interest.’’

COMPENSATION OF BOARD OF GOVERNORS

Annual basic compensation of Chairman and Mem-
bers of Board of Governors, see sections 5313 and 5314 of
Title 5, Government Organization and Employees.

§ 242. Ineligibility to hold office in member
banks; qualifications and terms of office of
members; chairman and vice chairman; oath
of office

The members of the Board shall be ineligible
during the time they are in office and for two
years thereafter to hold any office, position, or
employment in any member bank, except that
this restriction shall not apply to a member who
has served the full term for which he was ap-
pointed. Upon the expiration of the term of any
appointive member of the Federal Reserve Board
in office on August 23, 1935, the President shall
fix the term of the successor to such member at
not to exceed fourteen years, as designated by
the President at the time of nomination, but in
such manner as to provide for the expiration of
the term of not more than one member in any
two-year period, and thereafter each member
shall hold office for a term of fourteen years
from the expiration of the term of his prede-
cessor, unless sooner removed for cause by the
President. Of the persons thus appointed, one
shall be designated by the President, by and
with the advice and consent of the Senate, to
serve as Chairman of the Board for a term of
four years, and one shall be designated by the
President, by and with the consent of the Sen-
ate, to serve as Vice Chairman of the Board for
a term of four years. The Chairman of the
Board, subject to its supervision, shall be its ac-
tive executive officer. Each member of the
Board shall within fifteen days after notice of
appointment make and subscribe to the oath of
office. Upon the expiration of their terms of of-
fice, members of the Board shall continue to
serve until their successors are appointed and
have qualified. Any person appointed as a mem-
ber of the Board after August 23, 1935, shall not
be eligible for reappointment as such member
after he shall have served a full term of fourteen
years.

(Dec. 23, 1913, ch. 6, § 10 (par.), 38 Stat. 260; June
3, 1922, ch. 205, 42 Stat. 620; June 16, 1933, ch. 89,
§ 6(a), 48 Stat. 166; Aug. 23, 1935, ch. 614, title II,
§ 203(b), 49 Stat. 704; Pub. L. 95–188, title II,
§ 204(a), Nov. 16, 1977, 91 Stat. 1388.)
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CODIFICATION

Section is comprised of second par. of section 10 of
act Dec. 23, 1913. For classification to this title of other
pars. of section 10, see note set out under section 241 of
this title.

AMENDMENTS

1977—Pub. L. 95–188 substituted in third sentence
‘‘one shall be designated by the President, by and with
the advice and consent of the Senate, to serve as Chair-
man of the Board for a term of four years, and one shall
be designated by the President, by and with the con-
sent of the Senate, to serve as Vice Chairman of the
Board for a term of four years’’ for ‘‘one shall be des-
ignated by the President as chairman and one as vice
chairman of the Board, to serve as such for a term of
four years’’.

1935—Act Aug. 23, 1935, § 203(b), extended term of ap-
pointive members from twelve to fourteen years, and
inserted provisions for continuance in office until suc-
cessor qualified and against reappointment.

1933—Act June 16, 1933, extended term of appointive
members from ten to twelve years.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

EFFECTIVE DATE OF 1977 AMENDMENT; APPLICABILITY

Section 204(b) of Pub. L. 95–188 provided that: ‘‘The
amendment made by subsection (a) [amending this sec-
tion] takes effect on January 1, 1979, and applies to in-
dividuals who are designated by the President on or
after such date to serve as Chairman or Vice Chairman
of the Board of Governors of the Federal Reserve Sys-
tem.’’

REPEALS

Act Mar. 3, 1919, ch. 101, § 2, 40 Stat. 1315, formerly
cited as a credit to this section, was repealed by Pub.
L. 89–554, § 8(a), Sept. 6, 1966, 80 Stat. 644.

COMPENSATION OF CHAIRMAN OF BOARD

Annual basic compensation of Chairman of Board of
Governors, see section 5313 of Title 5, Government Or-
ganization and Employees.

§ 243. Assessments upon Federal reserve banks to
pay expenses

The Board of Governors of the Federal Reserve
System shall have power to levy semiannually
upon the Federal reserve banks, in proportion to
their capital stock and surplus, an assessment
sufficient to pay its estimated expenses and the
salaries of its members and employees for the
half year succeeding the levying of such assess-
ment, together with any deficit carried forward
from the preceding half year and such assess-
ments may include amounts sufficient to pro-
vide for the acquisition by the Board in its own
name of such site or building in the District of
Columbia as in its judgement alone shall be nec-
essary for the purpose of providing suitable and
adequate quarters for the performance of its
functions. After September 1, 2000, the Board
may also use such assessments to acquire, in its
own name, a site or building (in addition to the
facilities existing on such date) to provide for
the performance of the functions of the Board.
After approving such plans, estimates, and spec-
ifications as it shall have caused to be prepared,
the Board may, notwithstanding any other pro-
vision of law, cause to be constructed on any

site so acquired by it a building or buildings
suitable and adequate in its judgement for its
purposes and proceed to take all such steps as it
may deem necessary or appropriate in connec-
tion with the construction, equipment, and fur-
nishing of such building or buildings. The Board
may maintain, enlarge, or remodel any building
or buildings so acquired or constructed and shall
have sole control of such building or buildings
and space therein.

(Dec. 23, 1913, ch. 6, § 10 (par.), 38 Stat. 261; June
3, 1922, ch. 205, 42 Stat. 621; June 19, 1934, ch. 653,
§ 4, 48 Stat. 1108; Aug. 23, 1935, ch. 614, title II,
§ 203(a), 49 Stat. 704; Pub. L. 106–569, title X,
§ 1001, Dec. 27, 2000, 114 Stat. 3027.)

CODIFICATION

Section is comprised of third par. of section 10 of act
Dec. 23, 1913. For classification to this title of other
pars. of section 10, see note set out under section 241 of
this title.

AMENDMENTS

2000—Pub. L. 106–569 inserted ‘‘After September 1,
2000, the Board may also use such assessments to ac-
quire, in its own name, a site or building (in addition
to the facilities existing on such date) to provide for
the performance of the functions of the Board.’’ after
first sentence, inserted ‘‘or buildings’’ after ‘‘building’’
wherever appearing in third and fourth sentences, and
substituted ‘‘constructed on any site’’ for ‘‘constructed
on the site’’ in third sentence.

1934—Act June 19, 1934, inserted provisions after ‘‘the
preceding half year’’ in first sentence and inserted sec-
ond and third sentences.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 244. Principal offices of Board; chairman of
Board; obligations and expenses; qualifica-
tions of members; vacancies

The principal offices of the Board shall be in
the District of Columbia. At meetings of the
Board the chairman shall preside, and, in his ab-
sence, the vice chairman shall preside. In the ab-
sence of the chairman and the vice chairman,
the Board shall elect a member to act as chair-
man pro tempore. The Board shall determine
and prescribe the manner in which its obliga-
tions shall be incurred and its disbursements
and expenses allowed and paid, and may leave on
deposit in the Federal Reserve banks the pro-
ceeds of assessments levied upon them to defray
its estimated expenses and the salaries of its
members and employees, whose employment,
compensation, leave, and expenses shall be gov-
erned solely by the provisions of this chapter
and rules and regulations of the Board not in-
consistent therewith; and funds derived from
such assessments shall not be construed to be
Government funds or appropriated moneys. No
member of the Board of Governors of the Fed-
eral Reserve System shall be an officer or direc-
tor of any bank, banking institution, trust com-
pany, or Federal Reserve bank or hold stock in
any bank, banking institution, or trust com-
pany; and before entering upon his duties as a
member of the Board of Governors of the Fed-
eral Reserve System he shall certify under oath



Page 89 TITLE 12—BANKS AND BANKING § 247

that he has complied with this requirement, and
such certification shall be filed with the sec-
retary of the Board. Whenever a vacancy shall
occur, other than by expiration of term, among
the seven members of the Board of Governors of
the Federal Reserve System appointed by the
President as above provided, a successor shall be
appointed by the President, by and with the ad-
vice and consent of the Senate, to fill such va-
cancy, and when appointed he shall hold office
for the unexpired term of his predecessor.

(Dec. 23, 1913, ch. 6, § 10 (par.), 38 Stat. 261; June
3, 1922, ch. 205, 42 Stat. 621; June 16, 1933, ch. 89,
§ 6(b), 48 Stat. 167; Aug. 23, 1935, ch. 614, title II,
§ 203(a)–(c), 49 Stat. 704, 705.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this Act, specific amendments thereof’’, meaning act
Dec. 23, 1913, ch. 6, 38 Stat. 251, as amended, known as
the Federal Reserve Act. For complete classification of
this Act to the Code, see References in Text note set
out under section 226 of this title and Tables.

CODIFICATION

Section is comprised of fourth par. of section 10 of act
Dec. 23, 1913. For classification to this title of other
pars. of section 10, see Codification note set out under
section 241 of this title.

Word ‘‘seven’’ was substituted for ‘‘six’’ in last sen-
tence on authority of section 203(b) of act Aug. 23, 1935,
which increased membership of the Board of Governors.

AMENDMENTS

1935—Act Aug. 23, 1935, § 203(c), substituted second and
third sentences for former related provisions.

1933—Act June 16, 1933, fixed the principal offices of
the Board, made the Secretary of the Treasury chair-
man, provided for chairman pro tempore, and referred
to disbursements, obligations, salaries and leaves.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 245. Vacancies during recess of Senate

The President shall have power to fill all va-
cancies that may happen on the Board of Gov-
ernors of the Federal Reserve System during the
recess of the Senate by granting commissions
which shall expire with the next session of the
Senate.

(Dec. 23, 1913, ch. 6, § 10 (par.), 38 Stat. 260; June
3, 1922, ch. 205, 42 Stat. 620; Aug. 23, 1935, ch. 614,
title II, § 203(a), 49, Stat. 704.)

CODIFICATION

Section is comprised of fifth par. of section 10 of act
Dec. 23, 1913. For classification to this title of other
pars. of section 10, see Codification note set out under
section 241 of this title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 246. Powers of Secretary of the Treasury as af-
fected by chapter

Nothing in this chapter contained shall be
construed as taking away any powers heretofore
vested by law in the Secretary of the Treasury

which relate to the supervision, management,
and control of the Treasury Department and bu-
reaus under such department, and wherever any
power vested by this chapter in the Board of
Governors of the Federal Reserve System or the
Federal reserve agent appears to conflict with
the powers of the Secretary of the Treasury,
such powers shall be exercised subject to the su-
pervision and control of the Secretary.

(Dec. 23, 1913, ch. 6, § 10 (par.), 38 Stat. 261; June
3, 1922, ch. 205, 42 Stat. 621; Aug. 23, 1935, ch. 614,
title II, § 203(a), 49 Stat. 704.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this Act’’, meaning act Dec. 23, 1913, ch. 6, 38 Stat. 251,
as amended, known as the Federal Reserve Act. For
complete classification of this Act to the Code, see Ref-
erences in Text note set out under section 226 of this
title and Tables.

CODIFICATION

Section is comprised of sixth par. of section 10 of act
Dec. 23, 1913. For classification to this title of other
pars. of section 10, see Codification note set out under
section 241 of this title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 247. Reports to Congress

The Board of Governors of the Federal Reserve
System shall annually make a full report of its
operations to the Speaker of the House of Rep-
resentatives, who shall cause the same to be
printed for the information of the Congress. The
report required under this paragraph shall in-
clude the reports required under section 1691f of
title 15, section 57a(f)(7) of title 15, section 1613
of title 15, and section 247a of this title.

(Dec. 23, 1913, ch. 6, § 10 (par.), 38 Stat. 261; June
3, 1922, ch. 205, 42 Stat. 621; Aug. 23, 1935, ch. 614,
title II, § 203(a), 49 Stat. 704; Pub. L. 106–569, title
XI, § 1103(b), Dec. 27, 2000, 114 Stat. 3030.)

CODIFICATION

Section is comprised of seventh par. of section 10 of
act Dec. 23, 1913. For classification to this title of other
pars. of section 10, see Codification note set out under
section 241 of this title.

AMENDMENTS

2000—Pub. L. 106–569 inserted at end ‘‘The report re-
quired under this paragraph shall include the reports
required under section 1691f of title 15, section 57a(f)(7)
of title 15, section 1613 of title 15, and section 247a of
this title.’’

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

MEMBERSHIP OF INTERNATIONAL BANKS IN FEDERAL
RESERVE SYSTEM; REPORT TO CONGRESS

Pub. L. 95–369, § 3(g), Sept. 17, 1978, 92 Stat. 610, pro-
vided that the Board report to Congress not later than
270 days after Sept. 17, 1978 recommendations with re-
spect to permitting corporations organized or operating
under section 25 or 25(a) of the Federal Reserve Act to
become members of Federal Reserve Banks.
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EFFECT OF INTERNATIONAL BANKING ACT OF 1978 ON
INTERNATIONAL BANKS; REPORT TO CONGRESS

Pub. L. 95–369, § 3(h), Sept. 17, 1978, 92 Stat. 610, pro-
vided that: ‘‘As part of its annual report pursuant to
section 10 of the Federal Reserve Act [this section], the
Board shall include its assessment of the effects of the
amendments made by this Act [see Short Title note set
out under section 3101 of this title] on the capitaliza-
tion and activities of corporations organized or operat-
ing under section 25 or 25(a) of the Federal Reserve Act
[sections 601 to 604 and 611 to 631 of this title], and on
commercial banks and the banking system.’’

§ 247a. Records of action on policy relating to
open-market operation and policies deter-
mined generally; inclusion in report to Con-
gress

The Board of Governors of the Federal Reserve
System shall keep a complete record of the ac-
tion taken by the Board and by the Federal
Open Market Committee upon all questions of
policy relating to open-market operations and
shall record therein the votes taken in connec-
tion with the determination of open-market
policies and the reasons underlying the action of
the Board and the Committee in each instance.
The Board shall keep a similar record with re-
spect to all questions of policy determined by
the Board, and shall include in its annual report
to the Congress a full account of the action so
taken during the preceding year with respect to
open-market policies and operations and with
respect to the policies determined by it and
shall include in such report a copy of the records
required to be kept under the provisions of this
section.

(Dec. 23, 1913, ch. 6, § 10 (par.), as added Aug. 23,
1935, ch. 614, title II, § 203(d), 49 Stat. 705.)

CODIFICATION

Section is comprised of tenth par. of section 10 of act
Dec. 23, 1913, as added Aug. 23, 1935. For classification
to this title of other pars. of section 10, see Codification
note set out under section 241 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 247 of this title.

§ 248. Enumerated powers

The Board of Governors of the Federal Reserve
System shall be authorized and empowered:
(a) Examination of accounts and affairs of banks;

publication of weekly statements; reports of
liabilities and assets of depository institu-
tions; covered institutions

(1) To examine at its discretion the accounts,
books, and affairs of each Federal reserve bank
and of each member bank and to require such
statements and reports as it may deem nec-
essary. The said board shall publish once each
week a statement showing the condition of each
Federal reserve bank and a consolidated state-
ment for all Federal reserve banks. Such state-
ments shall show in detail the assets and liabil-
ities of the Federal reserve banks, single and
combined, and shall furnish full information re-
garding the character of the money held as re-
serve and the amount, nature, and maturities of
the paper and other investments owned or held
by Federal reserve banks.

(2) To require any depository institution speci-
fied in this paragraph to make, at such intervals

as the Board may prescribe, such reports of its
liabilities and assets as the Board may deter-
mine to be necessary or desirable to enable the
Board to discharge its responsibility to monitor
and control monetary and credit aggregates.
Such reports shall be made (A) directly to the
Board in the case of member banks and in the
case of other depository institutions whose re-
serve requirements under sections 461, 463, 464,
465, and 466 of this title exceed zero, and (B) for
all other reports to the Board through the (i)
Federal Deposit Insurance Corporation in the
case of insured State nonmember banks, savings
banks, and mutual savings banks, (ii) National
Credit Union Administration Board in the case
of insured credit unions, (iii) the Director of the
Office of Thrift Supervision in the case of any
savings association which is an insured deposi-
tory institution (as defined in section 1813 of
this title) or which is a member as defined in
section 1422 of this title, and (iv) such State offi-
cer or agency as the Board may designate in the
case of any other type of bank, savings and loan
association, or credit union. The Board shall en-
deavor to avoid the imposition of unnecessary
burdens on reporting institutions and the dupli-
cation of other reporting requirements. Except
as otherwise required by law, any data provided
to any department, agency, or instrumentality
of the United States pursuant to other reporting
requirement shall be made available to the
Board. The Board may classify depository insti-
tutions for the purposes of this paragraph and
may impose different requirements on each such
class.

(b) Permitting or requiring rediscounting of
paper at specified rate

To permit, or, on the affirmative vote of at
least five members of the Board of Governors, to
require Federal reserve banks to rediscount the
discounted paper of other Federal reserve banks
at rates of interest to be fixed by the Board.

(c) Suspending reserve requirements
To suspend for a period not exceeding thirty

days, and from time to time to renew such sus-
pension for periods not exceeding fifteen days,
any reserve requirements specified in this chap-
ter.

(d) Supervising and regulating issue and retire-
ment of notes

To supervise and regulate through the Sec-
retary of the Treasury the issue and retirement
of Federal Reserve notes, except for the can-
cellation and destruction, and accounting with
respect to such cancellation and destruction, of
notes unfit for circulation, and to prescribe
rules and regulations under which such notes
may be delivered by the Secretary of the Treas-
ury to the Federal Reserve agents applying
therefor.

(e) Adding to or reclassifying reserve cities
To add to the number of cities classified as re-

serve cities under existing law in which national
banking associations are subject to the reserve
requirements set forth in section 20 of this Act,
or to reclassify existing reserve cities or to ter-
minate their designation as such.
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1 See References in Text note below.

(f) Suspending or removing officers or directors
of reserve banks

To suspend or remove any officer or director
of any Federal reserve bank, the cause of such
removal to be forthwith communicated in writ-
ing by the Board of Governors of the Federal Re-
serve System to the removed officer or director
and to said bank.
(g) Requiring writing off of doubtful or worth-

less assets of banks
To require the writing off of doubtful or

worthless assets upon the books and balance
sheets of Federal reserve banks.
(h) Suspending operations of or liquidating or

reorganizing banks
To suspend, for the violation of any of the pro-

visions of this chapter, the operations of any
Federal reserve bank, to take possession there-
of, administer the same during the period of sus-
pension, and, when deemed advisable, to liq-
uidate or reorganize such bank.
(i) Requiring bonds of agents; safeguarding prop-

erty in hands of agents
To require bonds of Federal reserve agents, to

make regulations for the safeguarding of all col-
lateral, bonds, Federal reserve notes, money, or
property of any kind deposited in the hands of
such agents, and said board shall perform the
duties, functions, or services specified in this
chapter, and make all rules and regulations nec-
essary to enable said board effectively to per-
form the same.
(j) Exercising supervision over reserve banks

To exercise general supervision over said Fed-
eral reserve banks.
(k) Delegation of certain functions; power to

delegate; review of delegated activities
To delegate, by published order or rule and

subject to subchapter II of chapter 5, and chap-
ter 7, of title 5, any of its functions, other than
those relating to rulemaking or pertaining prin-
cipally to monetary and credit policies, to one
or more administrative law judges, members or
employees of the Board, or Federal Reserve
banks. The assignment of responsibility for the
performance of any function that the Board de-
termines to delegate shall be a function of the
Chairman. The Board shall, upon the vote of one
member, review action taken at a delegated
level within such time and in such manner as
the Board shall by rule prescribe.
(l) Employing attorneys, experts, assistants, and

clerks; salaries and fees
To employ such attorneys, experts, assistants,

clerks, or other employees as may be deemed
necessary to conduct the business of the board.
All salaries and fees shall be fixed in advance by
said board and shall be paid in the same manner
as the salaries of the members of said board. All
such attorneys, experts, assistants, clerks, and
other employees shall be appointed without re-
gard to the provisions of the Act of January six-
teenth, eighteen hundred and eighty-three (vol-
ume twenty-two, United States Statutes at
Large, page four hundred and three), and amend-
ments thereto, or any rule or regulation made in
pursuance thereof: Provided, That nothing here-

in shall prevent the President from placing said
employees in the classified service.
(m) [Repealed]

(n) Board�s authority to examine depository in-
stitutions and affiliates

To examine, at the Board’s discretion, any de-
pository institution, and any affiliate of such
depository institution, in connection with any
advance to, any discount of any instrument for,
or any request for any such advance or discount
by, such depository institution under this chap-
ter.
(o) Authority to appoint conservator or receiver

The Board may appoint the Federal Deposit
Insurance Corporation as conservator or re-
ceiver for a State member bank under section
1821(c)(9) of this title.
(p) Authority

The Board may act in its own name and
through its own attorneys in enforcing any pro-
vision of this title,1 regulations promulgated
hereunder, or any other law or regulation, or in
any action, suit, or proceeding to which the
Board is a party and which involves the Board’s
regulation or supervision of any bank, bank
holding company (as defined in section 1841 of
this title), or other entity, or the administration
of its operations.
(q) Uniform protection authority for Federal re-

serve facilities
(1) Notwithstanding any other provision of

law, to authorize personnel to act as law en-
forcement officers to protect and safeguard the
premises, grounds, property, personnel, includ-
ing members of the Board, of the Board, or any
Federal reserve bank, and operations conducted
by or on behalf of the Board or a reserve bank.

(2) The Board may, subject to the regulations
prescribed under paragraph (5), delegate author-
ity to a Federal reserve bank to authorize per-
sonnel to act as law enforcement officers to pro-
tect and safeguard the bank’s premises, grounds,
property, personnel, and operations conducted
by or on behalf of the bank.

(3) Law enforcement officers designated or au-
thorized by the Board or a reserve bank under
paragraph (1) or (2) are authorized while on duty
to carry firearms and make arrests without war-
rants for any offense against the United States
committed in their presence, or for any felony
cognizable under the laws of the United States
committed or being committed within the build-
ings and grounds of the Board or a reserve bank
if they have reasonable grounds to believe that
the person to be arrested has committed or is
committing such a felony. Such officers shall
have access to law enforcement information
that may be necessary for the protection of the
property or personnel of the Board or a reserve
bank.

(4) For purposes of this subsection, the term
‘‘law enforcement officers’’ means personnel
who have successfully completed law enforce-
ment training and are authorized to carry fire-
arms and make arrests pursuant to this sub-
section.
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(5) The law enforcement authorities provided
for in this subsection may be exercised only pur-
suant to regulations prescribed by the Board and
approved by the Attorney General.
(r) Voting; documentation of determinations

(1) Any action that this chapter provides may
be taken only upon the affirmative vote of 5
members of the Board may be taken upon the
unanimous vote of all members then in office if
there are fewer than 5 members in office at the
time of the action.

(2)(A) Any action that the Board is otherwise
authorized to take under the second paragraph
of section 343 of this title may be taken upon the
unanimous vote of all available members then in
office, if—

(i) at least 2 members are available and all
available members participate in the action;

(ii) the available members unanimously de-
termine that—

(I) unusual and exigent circumstances
exist and the borrower is unable to secure
adequate credit accommodations from other
sources;

(II) action on the matter is necessary to
prevent, correct, or mitigate serious harm to
the economy or the stability of the financial
system of the United States;

(III) despite the use of all means available
(including all available telephonic, tele-
graphic, and other electronic means), the
other members of the Board have not been
able to be contacted on the matter; and

(IV) action on the matter is required be-
fore the number of Board members otherwise
required to vote on the matter can be con-
tacted through any available means (includ-
ing all available telephonic, telegraphic, and
other electronic means); and

(iii) any credit extended by a Federal reserve
bank pursuant to such action is payable upon
demand of the Board.

(B) The available members of the Board shall
document in writing the determinations re-
quired by subparagraph (A)(ii), and such written
findings shall be included in the record of the
action and in the official minutes of the Board,
and copies of such record shall be provided as
soon as practicable to the members of the Board
who were not available to participate in the ac-
tion and to the Chairman of the Committee on
Banking, Housing, and Urban Affairs of the Sen-
ate and to the Chairman of the Committee on
Financial Services of the House of Representa-
tives.

(Dec. 23, 1913, ch. 6, § 11, 38 Stat. 261; Sept. 7, 1916,
ch. 461, 39 Stat. 752; Sept. 26, 1918, ch. 177, § 2, 40
Stat. 968; Mar. 3, 1919, ch. 101, § 3, 40 Stat. 1315;
Feb. 27, 1921, ch. 75, 41 Stat. 1146; June 26, 1930,
ch. 612, 46 Stat. 814; Mar. 9, 1933, ch. 1, title I, § 3,
48 Stat. 2; June 16, 1933, ch. 89, § 7, 48 Stat. 167;
Aug. 23, 1935, ch. 614, title II, § 203(a), title III,
§§ 321(a), 342, 49 Stat. 704, 713, 722; June 12, 1945,
ch. 186, § 1(c), 59 Stat. 237; Pub. L. 86–114, § 3(b)(6),
July 28, 1959, 73 Stat. 264; Pub. L. 86–251, § 3(c),
Sept. 9, 1959, 73 Stat. 488; Pub. L. 87–722, § 3, Sept.
28, 1962, 76 Stat. 670; Pub. L. 89–427, § 2, May 20,
1966, 80 Stat. 161; Pub. L. 89–765, Nov. 5, 1966, 80
Stat. 1314; Pub. L. 90–269, § 1, Mar. 18, 1968, 82

Stat. 50; Pub. L. 95–251, § 2(a)(3), Mar. 27, 1978, 92
Stat. 183; Pub. L. 96–221, title I, § 102, Mar. 31,
1980, 94 Stat. 132; Pub. L. 97–258, § 5(b), Sept. 13,
1982, 96 Stat. 1068; Pub. L. 97–457, § 17(b), Jan. 12,
1983, 96 Stat. 2509; Pub. L. 101–73, title VII,
§ 744(i)(1), Aug. 9, 1989, 103 Stat. 439; Pub. L.
102–242, title I, §§ 133(f), 142(c), Dec. 19, 1991, 105
Stat. 2273, 2281; Pub. L. 102–550, title XVI,
§ 1603(d)(9), Oct. 28, 1992, 106 Stat. 4080; Pub. L.
103–325, title III, §§ 322(d), 331(d), title VI,
§ 602(g)(2), Sept. 23, 1994, 108 Stat. 2227, 2232, 2293;
Pub. L. 106–102, title VII, § 735, Nov. 12, 1999, 113
Stat. 1479; Pub. L. 107–56, title III, § 364, Oct. 26,
2001, 115 Stat. 333; Pub. L. 107–297, title III, § 301,
Nov. 26, 2002, 116 Stat. 2340.)

REFERENCES IN TEXT

Sections 461, 463, 464, 465, and 466 of this title, referred
to in subsec. (a)(2), was in the original ‘‘section 19 of
the Federal Reserve Act’’. Provisions of section 19 re-
lating to reserve requirements are classified to the
cited sections. For complete classification of section 19
to the Code, see References in Text note set out under
section 461 of this title.

This chapter, referred to in subsecs. (c), (h), (i), (n),
and (r)(1), was in the original ‘‘this Act’’, meaning act
Dec. 23, 1913, ch. 6, 38 Stat. 251, as amended, known as
the Federal Reserve Act. For complete classification of
this Act to the Code, see References in Text note set
out under section 226 of this title and Tables.

Reference in subsec. (e) to ‘‘section 20 of this Act’’
means section 20 of the Federal Reserve Act which is
not classified to the Code. Since section 20 does not set
forth any reserve requirements, section 19 of the Fed-
eral Reserve Act might have been intended. For provi-
sions of section 19 relating to reserve requirements, see
note above.

The Act of January sixteenth, eighteen hundred and
eighty-three, referred to in subsec. (l), is act Jan. 16,
1883, ch. 27, 22 Stat. 403, as amended, which enacted sec-
tion 42 of former Title 40, Public Buildings, Property,
and Works, and sections 632, 633, 635, 637, 638, and 640 to
642a of former Title 5, Executive Departments and Gov-
ernment Officers and Employees. For complete classi-
fication of this Act to the Code, see Tables. Section 42
of former Title 40 was repealed and reenacted as section
8165 of Title 40, Public Buildings, Property, and Works,
by Pub. L. 107–217, §§ 1, 6(b), Aug. 21, 2002, 116 Stat. 1062,
1304. The sections that were classified to former Title
5 were repealed by Pub. L. 89–554, § 8(a), Sept. 6, 1966, 80
Stat. 632, the first section of which enacted Title 5,
Government Organization and Employees. For distribu-
tion of former sections of Title 5 into the revised Title
5, see table at the beginning of Title 5.

This title, referred to in subsec. (p), probably should
read ‘‘this Act’’, meaning act Dec. 23, 1913, ch. 6, 38
Stat. 251, as amended, known as the Federal Reserve
Act, which does not contain titles. For complete classi-
fication of this Act to the Code, see References in Text
note set out under section 226 of this title and Tables.

The second paragraph of section 343 of this title, re-
ferred to in subsec. (r)(2)(A), was in the original ‘‘sec-
tion 13(3)’’ meaning section 13(3) of the Federal Reserve
Act, which was translated as if it referred to the third
paragraph of section 13 of that Act to reflect the prob-
able intent of Congress. Section 13 of the Federal Re-
serve Act does not contain a paragraph designated as
‘‘(3)’’.

CODIFICATION

In subsec. (k), ‘‘subchapter II of chapter 5, and chap-
ter 7, of title 5’’ was substituted for ‘‘the Administra-
tive Procedure Act’’ on authority of section 7(b) of Pub.
L. 89–554, Sept. 6, 1966, 80 Stat. 631, the first section of
which enacted Title 5, Government Organization and
Employees.

Section is comprised of section 11 of act Dec. 23, 1913.
The fourteenth par. of section 16 of act Dec. 23, 1913,
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which formerly constituted subsec. (o) of this section,
is now classified to section 248–1 of this title.

AMENDMENTS

2002—Subsec. (r). Pub. L. 107–297 added subsec. (r).
2001—Subsec. (q). Pub. L. 107–56 added subsec. (q).
1999—Subsec. (m). Pub. L. 106–102 substituted ‘‘[Re-

pealed]’’ for text of subsec. (m) which related to per-
centage of capital and surplus represented by loans to
be determined by the Federal Reserve Board.

1994—Subsec. (d). Pub. L. 103–325, § 602(g)(2), sub-
stituted ‘‘Secretary of the Treasury’’ for ‘‘bureau under
the charge of the Comptroller of the Currency’’ before
‘‘the issue and retirement’’ and for ‘‘Comptroller’’ be-
fore ‘‘to the Federal Reserve agents’’.

Subsec. (m). Pub. L. 103–325, § 322(d), which directed
substitution of ‘‘15 percent’’ for ‘‘10 percentum’’ wher-
ever appearing, was executed by substituting ‘‘15 per-
cent’’ for ‘‘10 per centum’’ in two places to reflect the
probable intent of Congress.

Subsec. (p). Pub. L. 103–325, § 331(d), added subsec. (p).
1992—Subsecs. (o), (p). Pub. L. 102–550 redesignated

subsec. (p) as (o).
1991—Subsec. (n). Pub. L. 102–242, § 142(c), which di-

rected addition of subsec. (n) at end of section, was exe-
cuted by adding subsec. (n) after subsec. (m). See Con-
struction of 1991 Amendment note below.

Subsec. (p). Pub. L. 102–242, § 133(f), added subsec. (p).
1989—Subsec. (a)(2)(iii). Pub. L. 101–73 substituted

‘‘the Director of the Office of Thrift Supervision in the
case of any savings association which is an insured de-
pository institution (as defined in section 1813 of this
title)’’ for ‘‘Federal Home Loan Bank Board in the case
of any institution insured by the Federal Savings and
Loan Insurance Corporation’’.

1983—Subsec. (m). Pub. L. 97–457 substituted ‘‘under
section 84(c)(4) of this title’’ for ‘‘under paragraph (8) of
section 84 of this title’’ after ‘‘in the case of national
banks’’.

1982—Subsec. (n). Pub. L. 97–258 struck out subsec. (n)
which provided that, whenever in the judgment of the
Secretary of the Treasury such action was necessary to
protect the currency system of the United States, the
Secretary of the Treasury, in his discretion, could re-
quire any or all individuals, partnerships, associations,
and corporations to pay and deliver to the Treasurer of
the United States any or all gold coin, gold bullion, and
gold certificates owned by such individuals, partner-
ships, associations, and corporations and that, upon re-
ceipt of such gold coin, gold bullion or gold certificates,
the Secretary of the Treasury would pay therefor an
equivalent amount of any other form of coin or cur-
rency coined or issued under the laws of the United
States.

1980—Subsec. (a). Pub. L. 96–221 designated existing
provisions as par. (1) and added par. (2).

1978—Subsec. (k). Pub. L. 95–251 substituted ‘‘admin-
istrative law judges’’ for ‘‘hearing examiners’’.

1968—Subsec. (c). Pub. L. 90–269 struck out require-
ments for establishment by the Board of Governors of
the Federal Reserve System of a graduated tax on the
deficiency in the gold reserve whenever the reserve
held against Federal Reserve notes fell below 25 percent
and for an automatic increase in the rates of interest
or discount fixed by the Board in an amount equal to
the graduated tax imposed.

1966—Subsec. (d). Pub. L. 89–427 excepted the can-
cellation and destruction, and the accounting with re-
spect to the cancellation and destruction, of notes unfit
for circulation from the area of responsibility exercised
by the Board of Governors of the Federal Reserve Sys-
tem through the Bureau of the Comptroller of the Cur-
rency over the issue and retirement of Federal Reserve
notes.

Subsec. (k). Pub. L. 89–765 added subsec. (k). A former
subsec. (k) was repealed by Pub. L. 87–722, § 3, Sept. 28,
1962, 76 Stat. 670.

1962—Subsec. (k). Pub. L. 87–722 repealed subsec. (k)
which related to the authority of the Board of Gov-
ernors of the Federal Reserve System to permit na-

tional banks to act as trustees, etc., and is now covered
by section 92a of this title.

1959—Subsec. (e). Pub. L. 86–114 substituted ‘‘reserve
cities’’ for ‘‘reserve and central reserve cities’’ in two
places.

Subsec. (m). Pub. L. 86–251 struck out ‘‘in the form of
notes’’ after ‘‘represented by obligations’’ in proviso.

1945—Subsec. (c). Act June 12, 1945, substituted ‘‘25
per centum’’ for ‘‘40 per centum’’, and ‘‘20 per centum’’
for ‘‘321⁄2 per centum’’ wherever appearing.

1935—Subsec. (k). Act Aug. 23, 1935, § 342, amended last
sentence of third par.

Subsec. (m). Act Aug. 23, 1935, § 321(a), inserted pro-
viso at end of first sentence.

1933—Subsec. (m). Act June 16, 1933, amended provi-
sions generally.

Subsec. (n). Act Mar. 9, 1933, added subsec. (n).
1930—Subsec. (k). Act June 26, 1930, added last par.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

TERMINATION DATE OF 2001 AMENDMENT

Amendments by title III of Pub. L. 107–56 to termi-
nate effective on and after the first day of fiscal year
2005 if Congress enacts a joint resolution that such
amendments no longer have the force of law, see sec-
tion 303 of Pub. L. 107–56, set out as a Four-Year Con-
gressional Review; Expedited Consideration note under
section 5311 of Title 31, Money and Finance.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, ex-
cept that where amendment is to any provision of law
added or amended by Pub. L. 102–242 effective after Dec.
19, 1992, then amendment by Pub. L. 102–550 effective on
effective date of amendment by Pub. L. 102–242, see sec-
tion 1609 of Pub. L. 102–550, set out as a note under sec-
tion 191 of this title.

EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by section 133(f) of Pub. L. 102–242 effec-
tive 1 year after Dec. 19, 1991, see section 133(g) of Pub.
L. 102–242, set out as a note under section 191 of this
title.

EFFECTIVE DATE OF 1980 AMENDMENT

Section 108 of title I of Pub. L. 96–221 provided that:
‘‘This title [enacting section 248a of this title, amend-
ing this section and sections 342, 347b, 355, 360, 412, 461,
463, 505, and 1425a of this title, and enacting provisions
set out as notes under sections 226 and 355 of this title]
shall take effect on the first day of the sixth month
which begins after the date of the enactment of this
title [Mar. 31, 1980], except that the amendments re-
garding sections 19(b)(7) and 19(b)(8)(D) of the Federal
Reserve Act [section 461(b)(7) and (b)(8)(D) of this title]
shall take effect on the date of enactment of this
title.’’

EFFECTIVE DATE OF 1959 AMENDMENT

Amendment by Pub. L. 86–114 effective three years
after July 28, 1959, see section 3(b) of Pub. L. 86–114, set
out as a Central Reserve and Reserve Cities note under
section 141 of this title.

CONSTRUCTION OF 1991 AMENDMENT

Section 1603(e)(2) of Pub. L. 102–550 provided that:
‘‘The amendment made by section 142(c) of the Federal
Deposit Insurance Corporation Improvement Act of 1991
[Pub. L. 102–242] (adding a paragraph at the end of sec-
tion 11 of the Federal Reserve Act [this section]) shall
be considered to have been executed before the amend-
ment made by section 133(f) of the Federal Deposit In-
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surance Corporation Improvement Act of 1991 [amend-
ing this section].’’

TRANSFER OF FUNCTIONS

For transfer of functions to Secretary of the Treas-
ury, see note set out under section 121 of this title.

EXECUTIVE ORDER NO. 6359

Ex. Ord. No. 6359, Oct. 25, 1933, as amended by Ex. Ord.
No. 11825, Dec. 31, 1974, 40 F.R. 1003, which provided for
receipt on consignment of gold by the United States
mints and assay offices, was revoked by Ex. Ord. No.
12553, Feb. 25, 1986, 51 F.R. 7237.

EX. ORD. NO. 10547. INSPECTION OF STATISTICAL
TRANSCRIPT CARDS

Ex. Ord. No. 10547, July 27, 1954, 19 F.R. 4661, required
statistical transcript cards submitted with, or prepared
by the Internal Revenue Service from, corporation in-
come tax returns for the taxable years ending after
June 30, 1951, and before July 1, 1952, to be open to in-
spection by the Board of Governors of the Federal Re-
serve System as an aid in executing the powers con-
ferred upon such Board by this section, such inspection
to be in accordance and upon compliance with the rules
and regulations prescribed by the Secretary of the
Treasury in T.D. 6081, 19 F.R. 4666.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 212, 501, 3105 of
this title; title 5 section 5373.

§ 248�1. Rules and regulations for transfer of
funds and charges therefor among banks;
clearing houses

The Board of Governors of the Federal Reserve
System shall make and promulgate from time to
time regulations governing the transfer of funds
and charges therefor among Federal reserve
banks and their branches, and may at its discre-
tion exercise the functions of a clearing house
for such Federal reserve banks, or may des-
ignate a Federal reserve bank to exercise such
functions, and may also require each such bank
to exercise the functions of a clearing house for
depository institutions.

(Dec. 23, 1913, ch. 6, § 16 (par.), 38 Stat. 268; Aug.
23, 1935, ch. 614, § 203(a), 49 Stat. 704; Pub. L.
96–221, title I, § 105(d), Mar. 31, 1980, 94 Stat. 140.)

CODIFICATION

Section is comprised of fourteenth par. of section 16
of act Dec. 23, 1913, which was formerly classified to
section 248(o) of this title. For classification to this
title of other pars. of section 16, see Codification note
set out under section 411 of this title.

AMENDMENTS

1980—Pub. L. 96–221 substituted ‘‘depository institu-
tions’’ for ‘‘its member banks’’.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed the name
of the Federal Reserve Board to Board of Governors of
the Federal Reserve System.

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96–221 effective on first day of
sixth month which begins after Mar. 31, 1980, see sec-
tion 108 of Pub. L. 96–221, set out as a note under sec-
tion 248 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 348, 461 of this
title.

§ 248a. Pricing of services

(a) Publication of pricing principles and pro-
posed schedule of fees; effective date of
schedule of fees

Not later than the first day of the sixth month
after March 31, 1980, the Board shall publish for
public comment a set of pricing principles in ac-
cordance with this section and a proposed sched-
ule of fees based upon those principles for Fed-
eral Reserve bank services to depository institu-
tions, and not later than the first day of the
eighteenth month after March 31, 1980, the
Board shall begin to put into effect a schedule of
fees for such services which is based on those
principles.
(b) Covered services

The services which shall be covered by the
schedule of fees under subsection (a) of this sec-
tion are—

(1) currency and coin services;
(2) check clearing and collection services;
(3) wire transfer services;
(4) automated clearinghouse services;
(5) settlement services;
(6) securities safekeeping services;
(7) Federal Reserve float; and
(8) any new services which the Federal Re-

serve System offers, including but not limited
to payment services to effectuate the elec-
tronic transfer of funds.

(c) Criteria applicable
The schedule of fees prescribed pursuant to

this section shall be based on the following prin-
ciples:

(1) All Federal Reserve bank services cov-
ered by the fee schedule shall be priced explic-
itly.

(2) All Federal Reserve bank services cov-
ered by the fee schedule shall be available to
nonmember depository institutions and such
services shall be priced at the same fee sched-
ule applicable to member banks, except that
nonmembers shall be subject to any other
terms, including a requirement of balances
sufficient for clearing purposes, that the
Board may determine are applicable to mem-
ber banks.

(3) Over the long run, fees shall be estab-
lished on the basis of all direct and indirect
costs actually incurred in providing the Fed-
eral Reserve services priced, including interest
on items credited prior to actual collection,
overhead, and an allocation of imputed costs
which takes into account the taxes that would
have been paid and the return on capital that
would have been provided had the services
been furnished by a private business firm, ex-
cept that the pricing principles shall give due
regard to competitive factors and the provi-
sion of an adequate level of such services na-
tionwide.

(4) Interest on items credited prior to collec-
tion shall be charged at the current rate appli-
cable in the market for Federal funds.

(d) Budgetary consequences of decline in volume
of services

The Board shall require reductions in the op-
erating budgets of the Federal Reserve banks
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commensurate with any actual or projected de-
cline in the volume of services to be provided by
such banks. The full amount of any savings so
realized shall be paid into the United States
Treasury.

(e) Parity in clearing
All depository institutions, as defined in sec-

tion 461(b)(1) of this title, may receive for de-
posit and as deposits any evidences of trans-
action accounts, as defined by section 461(b)(1)
of this title from other depository institutions,
as defined in section 461(b)(1) of this title or
from any office of any Federal Reserve bank
without regard to any Federal or State law re-
stricting the number or the physical location or
locations of such depository institutions.

(Dec. 23, 1913, ch. 6, § 11A, as added Pub. L. 96–221,
title I, § 107, Mar. 31, 1980, 94 Stat. 140; amended
Pub. L. 100–86, title VI, § 612(a), Aug. 10, 1987, 101
Stat. 652.)

AMENDMENTS

1987—Subsec. (e). Pub. L. 100–86 added subsec. (e).

EFFECTIVE DATE OF 1987 AMENDMENT

Section 612(b) of Pub. L. 100–86 provided that: ‘‘The
amendment made by subsection (a) [amending this sec-
tion] shall take effect on the date of enactment of this
title [Aug. 10, 1987].’’

EFFECTIVE DATE

Section effective on first day of sixth month which
begins after Mar. 31, 1980, see section 108 of Pub. L.
96–221, set out as an Effective Date of 1980 Amendment
note under section 248 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 461, 1431, 1795f,
1841 of this title.

§ 248b. Annual independent audits of Federal re-
serve banks and Board

The Board shall order an annual independent
audit of the financial statements of each Fed-
eral reserve bank and the Board.

(Dec. 23, 1913, ch. 6, § 11B, as added Pub. L.
106–102, title VII, § 726, Nov. 12, 1999, 113 Stat.
1475.)

§ 249. Repealed. Pub. L. 94�412, title V, § 501(c),
Sept. 14, 1976, 90 Stat. 1258

Section, act Aug. 8, 1947, ch. 517, 61 Stat. 921, dealt
with regulation of consumer credit.

SAVINGS PROVISION

Repeal by Pub. L. 94–412 not to affect any action
taken or proceeding pending at the time of repeal, see
section 501(h) of Pub. L. 94–412, set out as a note under
section 1601 of Title 50, War and National Defense.

§ 250. Independence of financial regulatory agen-
cies

No officer or agency of the United States shall
have any authority to require the Securities and
Exchange Commission, the Board of Governors
of the Federal Reserve System, the Federal De-
posit Insurance Corporation, the Comptroller of
the Currency, the Director of the Office of Thrift
Supervision, the Federal Housing Finance
Board, or the National Credit Union Administra-

tion to submit legislative recommendations, or
testimony, or comments on legislation, to any
officer or agency of the United States for ap-
proval, comments, or review, prior to the sub-
mission of such recommendations, testimony, or
comments to the Congress if such recommenda-
tions, testimony, or comments to the Congress
include a statement indicating that the views
expressed therein are those of the agency sub-
mitting them and do not necessarily represent
the views of the President.

(Pub. L. 93–495, title I, § 111, Oct. 28, 1974, 88 Stat.
1506; Pub. L. 103–325, title III, § 331(a), Sept. 23,
1994, 108 Stat. 2232; Pub. L. 106–102, title VI,
§ 606(e)(2), Nov. 12, 1999, 113 Stat. 1455.)

CODIFICATION

Section was not enacted as part of the Federal Re-
serve Act which comprises this chapter.

AMENDMENTS

1999—Pub. L. 106–102 substituted ‘‘Director of the Of-
fice of Thrift Supervision, the Federal Housing Finance
Board,’’ for ‘‘Federal Home Loan Bank Board,’’.

1994—Pub. L. 103–325 inserted ‘‘the Comptroller of the
Currency,’’ after ‘‘Federal Deposit Insurance Corpora-
tion,’’.

§ 251. Repealed. Pub. L. 104�208, div. A, title II,
§ 2224(a), Sept. 30, 1996, 110 Stat. 3009�415

Section, Pub. L. 102–242, title IV, § 477, Dec. 19, 1991,
105 Stat. 2387; Pub. L. 102–550, title XVI, § 1606(i)(3), Oct.
28, 1992, 106 Stat. 4089, required Board of Governors of
Federal Reserve System to collect and publish informa-
tion on availability of credit to small businesses.

§ 252. Credit availability assessment

(a) Study
(1) In general

Not later than 12 months after September 30,
1996, and once every 60 months thereafter, the
Board, in consultation with the Director of the
Office of Thrift Supervision, the Comptroller
of the Currency, the Board of Directors of the
Corporation, the Administrator of the Na-
tional Credit Union Administration, the Ad-
ministrator of the Small Business Administra-
tion, and the Secretary of Commerce, shall
conduct a study and submit a report to the
Congress detailing the extent of small busi-
ness lending by all creditors.
(2) Contents of study

The study required under paragraph (1) shall
identify, to the extent practicable, those fac-
tors which provide policymakers with insights
into the small business credit market, includ-
ing—

(A) the demand for small business credit,
including consideration of the impact of eco-
nomic cycles on the levels of such demand;

(B) the availability of credit to small busi-
nesses;

(C) the range of credit options available to
small businesses, such as those available
from insured depository institutions and
other providers of credit;

(D) the types of credit products used to fi-
nance small business operations, including
the use of traditional loans, leases, lines of
credit, home equity loans, credit cards, and
other sources of financing;
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(E) the credit needs of small businesses, in-
cluding, if appropriate, the extent to which
such needs differ, based upon product type,
size of business, cash flow requirements,
characteristics of ownership or investors, or
other aspects of such business;

(F) the types of risks to creditors in pro-
viding credit to small businesses; and

(G) such other factors as the Board deems
appropriate.

(b) Use of existing data
The studies required by this section shall not

increase the regulatory or paperwork burden on
regulated financial institutions, other sources of
small business credit, or small businesses.

(Pub. L. 104–208, div. A, title II, § 2227, Sept. 30,
1996, 110 Stat. 3009–417.)

CODIFICATION

Section was enacted as part of the Economic Growth
and Regulatory Paperwork Reduction Act of 1996, and
also as part of the Omnibus Consolidated Appropria-
tions Act, 1997, and not as part of the Federal Reserve
Act which comprises this chapter.

STUDY OF FINANCIAL MODERNIZATION’S EFFECT ON THE
ACCESSIBILITY OF SMALL BUSINESS AND FARM LOANS

Pub. L. 106–102, title I, § 109, Nov. 12, 1999, 113 Stat.
1362, provided that:

‘‘(a) STUDY.—The Secretary of the Treasury, in con-
sultation with the Federal banking agencies (as defined
in section 3(z) of the Federal Deposit Insurance Act [12
U.S.C. 1813(z)]), shall conduct a study of the extent to
which credit is being provided to and for small busi-
nesses and farms, as a result of this Act [see Tables for
classification] and the amendments made by this Act.

‘‘(b) REPORT.—Before the end of the 5-year period be-
ginning on the date of the enactment of this Act [Nov.
12, 1999], the Secretary, in consultation with the Fed-
eral banking agencies, shall submit a report to the Con-
gress on the study conducted pursuant to subsection (a)
and shall include such recommendations as the Sec-
retary determines to be appropriate for administrative
and legislative action.’’

DEFINITIONS

Section 2001(c) of title II of div. A of Pub. L. 104–208,
provided that: ‘‘Except as otherwise specified in this
title [see Tables for classification], the following defi-
nitions shall apply for purposes of this title:

‘‘(1) APPRAISAL SUBCOMMITTEE.—The term ‘Ap-
praisal Subcommittee’ means the Appraisal Sub-
committee established under section 1011 of the Fed-
eral Financial Institutions Examination Council Act
of 1978 [12 U.S.C. 3310] (as in existence on the day be-
fore the date of enactment of this Act [Sept. 30,
1996]).

‘‘(2) APPROPRIATE FEDERAL BANKING AGENCY.—The
term ‘appropriate Federal banking agency’ has the
same meaning as in section 3 of the Federal Deposit
Insurance Act [12 U.S.C. 1813].

‘‘(3) BOARD.—The term ‘Board’ means the Board of
Governors of the Federal Reserve System.

‘‘(4) CORPORATION.—The term ‘Corporation’ means
the Federal Deposit Insurance Corporation.

‘‘(5) COUNCIL.—The term ‘Council’ means the Finan-
cial Institutions Examination Council established
under section 1004 of the Federal Financial Institu-
tions Examination Council Act of 1978 [12 U.S.C. 3303].

‘‘(6) INSURED CREDIT UNION.—The term ‘insured cred-
it union’ has the same meaning as in section 101 of
the Federal Credit Union Act [12 U.S.C. 1752].

‘‘(7) INSURED DEPOSITORY INSTITUTION.—The term
‘insured depository institution’ has the same mean-
ing as in section 3 of the Federal Deposit Insurance
Act.’’

SUBCHAPTER III—FEDERAL ADVISORY
COUNCIL

§ 261. Creation; membership; compensation;
meetings; officers; procedure; quorum; va-
cancies

There is created a Federal Advisory Council,
which shall consist of as many members as there
are Federal reserve districts. Each Federal re-
serve bank by its board of directors shall annu-
ally select from its own Federal reserve district
one member of said council, who shall receive
such compensation and allowances as may be
fixed by his board of directors subject to the ap-
proval of the Board of Governors of the Federal
Reserve System. The meetings of said advisory
council shall be held at Washington, District of
Columbia, at least four times each year, and
oftener if called by the Board of Governors of
the Federal Reserve System. The council may in
addition to the meetings above provided for hold
such other meetings in Washington, District of
Columbia, or elsewhere, as it may deem nec-
essary, may select its own officers and adopt its
own methods of procedure, and a majority of its
members shall constitute a quorum for the
transaction of business. Vacancies in the council
shall be filled by the respective reserve banks,
and members selected to fill vacancies shall
serve for the unexpired term.

(Dec. 23, 1913, ch. 6, § 12 (par.), 38 Stat. 263; Aug.
23, 1935, ch. 614, title II, § 203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of first par. of section 12 of act
Dec. 23, 1913. Second par. of section 12 is classified to
section 262 of this title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 262. Powers

The Federal Advisory Council shall have
power, by itself or through its officers, (1) to
confer directly with the Board of Governors of
the Federal Reserve System on general business
conditions; (2) to make oral or written represen-
tations concerning matters within the jurisdic-
tion of said board; (3) to call for information and
to make recommendations in regard to discount
rates, rediscount business, note issues, reserve
conditions in the various districts, the purchase
and sale of gold or securities by reserve banks,
open-market operations by said banks, and the
general affairs of the reserve banking system.

(Dec. 23, 1913, ch. 6, § 12 (par.), 38 Stat. 263; Aug.
23, 1935, ch. 614, title II, § 203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of second par. of section 12 of
act Dec. 23, 1913. First par. of section 12 is classified to
section 261 of this title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.
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SUBCHAPTER IV—FEDERAL OPEN MARKET
COMMITTEE

§ 263. Federal Open Market Committee; creation;
membership; regulations governing open-
market transactions

(a) There is hereby created a Federal Open
Market Committee (hereinafter referred to as
the ‘‘Committee’’), which shall consist of the
members of the Board of Governors of the Fed-
eral Reserve System and five representatives of
the Federal Reserve banks to be selected as
hereinafter provided. Such representatives shall
be presidents or first vice presidents of Federal
Reserve banks and, beginning with the election
for the term commencing March 1, 1943, shall be
elected annually as follows: One by the board of
directors of the Federal Reserve Bank of New
York, one by the boards of directors of the Fed-
eral Reserve Banks of Boston, Philadelphia, and
Richmond, one by the boards of directors of the
Federal Reserve Banks of Cleveland and Chi-
cago, one by the boards of directors of the Fed-
eral Reserve Banks of Atlanta, Dallas, and St.
Louis, and one by the boards of directors of the
Federal Reserve Banks of Minneapolis, Kansas
City, and San Francisco. In such elections each
board of directors shall have one vote; and the
details of such elections may be governed by
regulations prescribed by the committee, which
may be amended from time to time. An alter-
nate to serve in the absence of each such rep-
resentative shall likewise be a president or first
vice president of a Federal Reserve bank and
shall be elected annually in the same manner.
The meetings of said Committee shall be held at
Washington, District of Columbia, at least four
times each year upon the call of the chairman of
the Board of Governors of the Federal Reserve
System or at the request of any three members
of the Committee.

(b) No Federal Reserve bank shall engage or
decline to engage in open-market operations
under sections 348a and 353 to 359 of this title ex-
cept in accordance with the direction of and reg-
ulations adopted by the Committee. The Com-
mittee shall consider, adopt, and transmit to
the several Federal Reserve banks, regulations
relating to the open-market transactions of
such banks.

(c) The time, character, and volume of all pur-
chases and sales of paper described in sections
348a and 353 to 359 of this title as eligible for
open-market operations shall be governed with a
view to accommodating commerce and business
and with regard to their bearing upon the gen-
eral credit situation of the country.

(Dec. 23, 1913, ch. 6, § 12A, as added June 16, 1933,
ch. 89, § 8, 48 Stat. 168; amended Aug. 23, 1935, ch.
614, title II, § 205, 49 Stat. 705; July 7, 1942, ch.
488, § 1, 56 Stat. 647.)

AMENDMENTS

1942—Subsec. (a). Act July 7, 1942, substituted second,
third, and fourth sentences for former second and third
sentences.

1935—Act Aug. 23, 1935, amended provisions relating
to membership in subsec. (a), substituted ‘‘Committee’’
for ‘‘Federal Reserve Board’’ and ‘‘Board’’ in subsec.
(b), and omitted subsec. (d).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 355 of this title.

SUBCHAPTER V—FEDERAL DEPOSIT
INSURANCE CORPORATION

§ 264. Transferred

CODIFICATION

Section, act Dec. 23, 1913, ch. 6, § 12B, as added June
16, 1933, ch. 89, § 8, 48 Stat. 168; amended June 16, 1934,
ch. 546, § 1 (1)–(10), 48 Stat. 969, 970; June 28, 1935, ch. 335,
49 Stat. 435; Aug. 23, 1935, ch. 614, title I, § 101, 49 Stat.
684; Apr. 21, 1936, ch. 244, 49 Stat. 1237; May 25, 1938, ch.
276, 52 Stat. 442; June 16, 1938, ch. 489, 52 Stat. 767; June
20, 1939, ch. 214, § 2, 53 Stat. 842; Apr. 13, 1943, ch. 62, § 1,
57 Stat. 65; Aug. 5, 1947, ch. 492, §§ 2, 4, 61 Stat. 773; June
25, 1948, ch. 645, § 21, 62 Stat. 862; Oct. 15, 1949, ch. 695,
§ 4, 63 Stat. 880; Aug. 17, 1950, ch. 729, §§ 5–7, 64 Stat. 457,
relating to the Federal Deposit Insurance Corporation,
was withdrawn from the Federal Reserve Act and made
a separate act to be known as the Federal Deposit In-
surance Act, by section 1 of act Sept. 21, 1950, ch. 967,
64 Stat. 873. The Federal Deposit Insurance Act is clas-
sified to chapter 16 (§ 1811 et seq.) of this title.

§ 265. Insured banks as depositaries of public
money; duties; security; discrimination be-
tween banks prohibited; repeal of inconsist-
ent laws

All insured banks designated for that purpose
by the Secretary of the Treasury shall be deposi-
taries of public money of the United States (in-
cluding, without being limited to, revenues and
funds of the United States, and any funds the de-
posit of which is subject to the control or regu-
lation of the United States or any of its officers,
agents, or employees, and Postal Savings funds),
and the Secretary is authorized to deposit public
money in such depositaries, under such regula-
tions as may be prescribed by the Secretary; and
they may also be employed as financial agents
of the Government; and they shall perform all
such reasonable duties, as depositaries of public
money and financial agents of the Government
as may be required of them. The Secretary of
the Treasury shall require of the insured banks
thus designated satisfactory security by the de-
posit of United States bonds or otherwise, for
the safekeeping and prompt payment of public
money deposited with them and for the faithful
performance of their duties as financial agents
of the Government: Provided, That no such secu-
rity shall be required for the safekeeping and
prompt payment of such parts of the deposits of
the public money in such banks as are insured
deposits and each officer, employee, or agent of
the United States having official custody of pub-
lic funds and lawfully depositing the same in an
insured bank shall, for the purpose of determin-
ing the amount of the insured deposits, be
deemed a depositor in such custodial capacity
separate and distinct from any other officer, em-
ployee, or agent of the United States having of-
ficial custody of public funds and lawfully depos-
iting the same in the same insured bank in cus-
todial capacity. Notwithstanding any other pro-
vision of law, no department, board, agency, in-
strumentality, officer, employee, or agent of the
United States shall issue or permit to continue
in effect any regulations, rulings, or instruc-
tions or enter into or approve any contracts or
perform any other acts having to do with the de-
posit, disbursement, or expenditure of public
funds, or the deposit, custody, or advance of
funds subject to the control of the United States
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as trustee or otherwise which shall discriminate
against or prefer national banking associations,
State banks members of the Federal Reserve
System, or insured banks not members of the
Federal Reserve System, by class, or which shall
require those enjoying the benefits, directly or
indirectly, of disbursed public funds so to dis-
criminate. All Acts or parts thereof in conflict
herewith are repealed. The terms ‘‘insured
bank’’ and ‘‘insured deposit’’ as used in this sec-
tion shall be construed according to the defini-
tions of such terms in section 1813 of this title.

(June 11, 1942, ch. 404, § 10, 56 Stat. 356; Sept. 3,
1954, ch. 1263, § 26, 68 Stat. 1235.)

CODIFICATION

Section was formerly classified to section 1110 of the
Appendix to Title 50, War and National Defense.

AMENDMENTS

1954—Act Sept. 3, 1954, substituted ‘‘section 1813’’ for
‘‘section 264’’ in last sentence.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 49 section 22106.

§ 266. State-chartered banks and other institu-
tions as depositaries of public money; fiscal
agents; duties

Banks, savings banks, and savings and loan,
building and loan, homestead associations (in-
cluding cooperative banks), and credit unions
created under the laws of any State and the de-
posits or accounts of which are insured by a
State or agency thereof or corporation char-
tered pursuant to the laws of any State may be
depositaries of public money and may be em-
ployed as fiscal agents of the United States. The
Secretary of the Treasury is authorized to de-
posit public money in any such institution, and
shall prescribe such regulations as may be nec-
essary to enable such institutions to become de-
positaries of public money and fiscal agents of
the United States. Each such institution shall
perform all such reasonable duties as depositary
of public money and fiscal agent of the United
States as may be required of it including serv-
ices in connection with the collection of taxes
and other obligations owed the United States.

(Pub. L. 95–147, § 2(d), Oct. 28, 1977, 91 Stat. 1228.)

CODIFICATION

Section was not enacted as part of the Federal Re-
serve Act, which comprises this chapter.

SUBCHAPTER VI—CAPITAL AND STOCK OF
FEDERAL RESERVE BANKS; DIVIDENDS
AND EARNINGS

§ 281. Capital

No Federal reserve bank shall commence busi-
ness with a subscribed capital less than
$4,000,000.

(Dec. 23, 1913, ch. 6, § 2, 38 Stat. 253.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 481 of this title.

§ 282. Subscription to capital stock by national
banking association

Every national banking association within
each Federal reserve district shall be required to

subscribe to the capital stock of the Federal re-
serve bank for that district in a sum equal to 6
per centum of the paid-up capital stock and sur-
plus of such bank, one-sixth of the subscription
to be payable on call of the Board of Governors
of the Federal Reserve System, one-sixth within
three months and one-sixth within six months
thereafter, and the remainder of the subscrip-
tion, or any part thereof, shall be subject to call
when deemed necessary by the Board, said pay-
ments to be in gold or gold certificates.

(Dec. 23, 1913, ch. 6, § 2, 38 Stat. 252; Aug. 23, 1935,
ch. 614, title II, § 203(a), 49 Stat. 704.)

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 481 of this title.

§ 283. Public subscription to capital stock

No individual, copartnership, or corporation
other than a member bank of its district shall
be permitted to subscribe for or to hold at any
time more than $25,000 par value of stock in any
Federal reserve bank. Such stock shall be
known as public stock and may be transferred
on the books of the Federal reserve bank by the
chairman of the board of directors of such bank.

(Dec. 23, 1913, ch. 6, § 2, 38 Stat. 253.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 481 of this title.

§ 284. Omitted

CODIFICATION

Section, act Dec. 23, 1913, ch. 6, § 2, 38 Stat. 251, was
omitted as obsolete pursuant to a communication from
the Board of Governors of the Federal Reserve System
dated Mar. 7, 1941, which stated ‘‘As originally enacted
the Federal Reserve Act provided for a Reserve Bank
Organization Committee to have charge of the initial
steps in organizing the Federal Reserve System and
this Committee was authorized to allot Federal Re-
serve Bank stock to the United States in the event that
subscriptions to such stock by banks and by the public
were inadequate. However, subscriptions by member
banks were adequate and there was no necessity or au-
thority for the allocation of any stock to the United
States. Accordingly, [this section] is now of no prac-
tical effect, and may be regarded as obsolete.’’

§ 285. Nonvoting stock

Stock not held by member banks shall not be
entitled to voting power.

(Dec. 23, 1913, ch. 6, § 2, 38 Stat. 253.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 481 of this title.

§ 286. Transfers of stock; rules and regulations

The Board of Governors of the Federal Reserve
System is empowered to adopt and promulgate
rules and regulations governing the transfers of
said stock.

(Dec. 23, 1913, ch. 6, § 2, 38 Stat. 253; Aug. 23, 1935,
ch. 614, title II, § 203(a), 49 Stat. 704.)
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CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 481 of this title.

§ 287. Value of shares of stock; increase and de-
crease of stock; member banks as sharehold-
ers; surrender of shares

The capital stock of each Federal reserve bank
shall be divided into shares of $100 each. The
outstanding capital stock shall be increased
from time to time as member banks increase
their capital stock and surplus or as additional
banks become members, and may be decreased
as member banks reduce their capital stock or
surplus or cease to be members. Shares of the
capital stock of Federal reserve banks owned by
member banks shall not be transferred or hy-
pothecated. When a member bank increases its
capital stock or surplus, it shall thereupon sub-
scribe for an additional amount of capital stock
of the Federal reserve bank of its district equal
to 6 per centum of the said increase, one-half of
said subscription to be paid in the manner here-
inbefore provided for original subscription, and
one-half subject to call of the Board of Gov-
ernors of the Federal Reserve System. A bank
applying for stock in a Federal reserve bank at
any time after the organization thereof must
subscribe for an amount of the capital stock of
the Federal reserve bank equal to 6 per centum
of the paid-up capital stock and surplus of said
applicant bank, paying therefor its par value
plus one-half of 1 per centum a month from the
period of the last dividend. When a member
bank reduces its capital stock or surplus it shall
surrender a proportionate amount of its hold-
ings in the capital stock of said Federal Reserve
bank. Any member bank which holds capital
stock of a Federal Reserve bank in excess of the
amount required on the basis of 6 per centum of
its paid-up capital stock and surplus shall sur-
render such excess stock. When a member bank
voluntarily liquidates it shall surrender all of
its holdings of the capital stock of said Federal
Reserve bank and be released from its stock sub-
scription not previously called. In any such case
the shares surrendered shall be canceled and the
member bank shall receive in payment therefor,
under regulations to be prescribed by the Board
of Governors of the Federal Reserve System, a
sum equal to its cash-paid subscriptions on the
shares surrendered and one-half of 1 per centum
a month from the period of the last dividend not
to exceed the book value thereof, less any liabil-
ity of such member bank to the Federal Reserve
bank.

(Dec. 23, 1913, ch. 6, § 5, 38 Stat. 257; Aug. 23, 1935,
ch. 614, title II, § 203(a), title III, § 319(a), 49 Stat.
704, 713.)

AMENDMENTS

1935—Act Aug. 23, 1935, § 319(a), amended last four sen-
tences.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 321 of this title.

§ 288. Cancellation of stock held by member bank
on insolvency or discontinuance of banking
operations for sixty days; repayment of cash-
paid subscriptions

If any member bank shall be declared insol-
vent and a receiver appointed therefor, the
stock held by it in said Federal reserve bank
shall be canceled, without impairment of its li-
ability, and all cash-paid subscriptions on said
stock, with one-half of 1 per centum per month
from the period of last dividend, if earned, not
to exceed the book value thereof, shall be first
applied to all debts of the insolvent member
bank to the Federal reserve bank, and the bal-
ance, if any, shall be paid to the receiver of the
insolvent bank.

If any national bank which has not gone into
liquidation as provided in section 181 of this
title, and for which a receiver has not already
been appointed for other lawful cause, shall dis-
continue its banking operations for a period of
sixty days the Comptroller of the Currency may,
if he deems it advisable, appoint a receiver for
such bank. The stock held by the said national
bank in the Federal reserve bank of its district
shall thereupon be canceled and said national
bank shall receive in payment therefor, under
regulations to be prescribed by the Board of
Governors of the Federal Reserve System, a sum
equal to its cash-paid subscriptions on the
shares canceled and one-half of 1 per centum a
month from the period of the last dividend, if
earned, not to exceed the book value thereof,
less any liability of such national bank to the
Federal reserve bank.

(Dec. 23, 1913, ch. 6, § 6, 38 Stat. 258; Apr. 23, 1930,
ch. 207, § 1, 46 Stat. 250; Aug. 23, 1935, ch. 614, title
II, § 203(a), title III, § 319(b), 49 Stat. 704, 713.)

AMENDMENTS

1935—Act Aug. 23, 1935, § 319(b), struck out provision
requiring execution of certificate of reduction of cap-
ital stock.

1930—Act Apr. 23, 1930, among other changes, added
second par.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 289. Dividends and surplus funds of reserve
banks; transfer for fiscal year 2000

(a) Dividends and surplus funds of reserve banks
(1) Stockholder dividends

(A) In general
After all necessary expenses of a Federal

reserve bank have been paid or provided for,
the stockholders of the bank shall be enti-
tled to receive an annual dividend of 6 per-
cent on paid-in capital stock.
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1 See Codification note below.

(B) Dividend cumulative
The entitlement to dividends under sub-

paragraph (A) shall be cumulative.

(2) Deposit of net earnings in surplus fund
That portion of net earnings of each Federal

reserve bank which remains after dividend
claims under paragraph (1)(A) have been fully
met shall be deposited in the surplus fund of
the bank.

(b) 1 Transfer for fiscal year 2000
(1) In general

The Federal reserve banks shall transfer
from the surplus funds of such banks to the
Board of Governors of the Federal Reserve
System for transfer to the Secretary of the
Treasury for deposit in the general fund of the
Treasury, a total amount of $3,752,000,000 in
fiscal year 2000.

(2) Allocated by Fed
Of the total amount required to be paid by

the Federal reserve banks under paragraph (1)
for fiscal year 2000, the Board shall determine
the amount each such bank shall pay in such
fiscal year.

(3) Replenishment of surplus fund prohibited
During fiscal year 2000, no Federal reserve

bank may replenish such bank’s surplus fund
by the amount of any transfer by such bank
under paragraph (1).

(Dec. 23, 1913, ch. 6, § 7(a), (b), 38 Stat. 258; Mar.
3, 1919, ch. 101, § 1, 40 Stat. 1314; June 16, 1933, ch.
89, § 4, 48 Stat. 163; Pub. L. 103–66, title III,
§ 3002(a), Aug. 10, 1993, 107 Stat. 337; Pub. L.
103–325, title VI, § 602(d), Sept. 23, 1994, 108 Stat.
2291; Pub. L. 106–113, div. B, § 1000(a)(5) [title III,
§ 302], Nov. 29, 1999, 113 Stat. 1536, 1501A–304.)

CODIFICATION

Section is comprised of subsec. (a) [formerly first un-
designated par.] of section 7 of act Dec. 23, 1913, and
subsec. (b) [enacted by Pub. L. 106–113, div. B,
§ 1000(a)(5) [title III, § 302(2)], Nov. 29, 1999, 113 Stat. 1536,
1501A–304] of section 7. Another subsec. (b) of section 7
is classified to section 290 of this title. Subsec. (c) of
section 7 is classified to section 531 of this title.

AMENDMENTS

1999—Subsec. (a)(3). Pub. L. 106–113, § 1000(a)(5) [title
III, § 302(1)], struck out heading and text of par. (3).
Text read as follows: ‘‘During fiscal years 1997 and 1998,
any amount in the surplus fund of any Federal reserve
bank in excess of the amount equal to 3 percent of the
total paid-in capital and surplus of the member banks
of such bank shall be transferred to the Board for
transfer to the Secretary of the Treasury for deposit in
the general fund of the Treasury.’’

Subsec. (b). Pub. L. 106–113, § 1000(a)(5) [title III,
§ 302(2)], added subsec. (b).

1994—Par. (1)(B). Pub. L. 103–325, § 602(d)(1), inserted
‘‘(A)’’ after ‘‘subparagraph’’.

Par. (2). Pub. L. 103–325, § 602(d)(2), substituted ‘‘para-
graph (1)(A)’’ for ‘‘subparagraph (A)’’.

1993—Pub. L. 103–66 inserted section catchline and
amended section generally. Prior to amendment, sec-
tion read as follows: ‘‘After all necessary expenses of a
Federal reserve bank shall have been paid or provided
for, the stockholders shall be entitled to receive an an-
nual dividend of 6 per centum on the paid-in capital

stock, which dividend shall be cumulative. After the
aforesaid dividend claims have been fully met, the net
earnings shall be paid into the surplus fund of the Fed-
eral reserve bank.’’

1933—Act June 16, 1933, provided that net earnings
shall be paid into surplus instead of to the United
States as a franchise tax.

EFFECTIVE DATE OF 1933 AMENDMENT

Section 4 of act June 16, 1933, provided that the
amendment made by that section is effective July 1,
1932.

ADDITIONAL TRANSFERS FOR FISCAL YEARS 1997 AND
1998

Pub. L. 103–66, title III, § 3002(b), Aug. 10, 1993, 107
Stat. 337, provided that:

‘‘(1) IN GENERAL.—In addition to the amounts re-
quired to be transferred from the surplus funds of the
Federal reserve banks pursuant to section 7(a)(3) of the
Federal Reserve Act [former 12 U.S.C. 289(a)(3)], the
Federal reserve banks shall transfer from such surplus
funds to the Board of Governors of the Federal Reserve
System for transfer to the Secretary of the Treasury
for deposit in the general fund of the Treasury, a total
amount of $106,000,000 in fiscal year 1997 and a total
amount of $107,000,000 in fiscal year 1998.

‘‘(2) ALLOCATION BY FED.—Of the total amount re-
quired to be paid by the Federal reserve banks under
paragraph (1) for fiscal year 1997 or 1998, the Board of
Governors of the Federal Reserve System shall deter-
mine the amount each such bank shall pay in such fis-
cal year.

‘‘(3) REPLENISHMENT OF SURPLUS FUND PROHIBITED.—
No Federal reserve bank may replenish such bank’s
surplus fund by the amount of any transfer by such
bank under paragraph (1) during fiscal years 1997 and
1998.’’

§ 290. Use of earnings transferred to Treasury

The net earnings derived by the United States
from Federal reserve banks shall, in the discre-
tion of the Secretary, be used to supplement the
gold reserve held against outstanding United
States notes, or shall be applied to the reduction
of the outstanding bonded indebtedness of the
United States under regulations to be prescribed
by the Secretary of the Treasury. Should a Fed-
eral reserve bank be dissolved or go into liquida-
tion, any surplus remaining, after the payment
of all debts, dividend requirements as herein-
before provided, and the par value of the stock,
shall be paid to and become the property of the
United States and shall be similarly applied.

(Dec. 23, 1913, ch. 6, § 7(b), 38 Stat. 258; Pub. L.
103–66, title III, § 3002(c)(1), Aug. 10, 1993, 107
Stat. 337.)

CODIFICATION

Section is comprised of subsec. (b) [formerly second
undesignated par.] of section 7 of act Dec. 23, 1913. Sub-
sec. (a) and another subsec. (b) [enacted by Pub. L.
106–113, div. B, § 1000(a)(5) [title III, § 302(2)], Nov. 29,
1999, 113 Stat. 1536, 1501A–304] of section 7 are classified
to section 289 of this title. Subsec. (c) of section 7 is
classified to section 531 of this title.

AMENDMENTS

1993—Pub. L. 103–66 inserted section catchline.

SUBCHAPTER VII—DIRECTORS OF FED-
ERAL RESERVE BANKS; RESERVE
AGENTS AND ASSISTANTS

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in section 442 of this
title.
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§ 301. Powers and duties of board of directors;
suspension of member bank for undue use of
bank credit

Every Federal reserve bank shall be conducted
under the supervision and control of a board of
directors.

The board of directors shall perform the duties
usually appertaining to the office of directors of
banking associations and all such duties as are
prescribed by law.

Said board of directors shall administer the af-
fairs of said bank fairly and impartially and
without discrimination in favor of or against
any member bank or banks and may, subject to
the provisions of law and the orders of the Board
of Governors of the Federal Reserve System, ex-
tend to each member bank such discounts, ad-
vancements, and accommodations as may be
safely and reasonably made with due regard for
the claims and demands of other members
banks, the maintenance of sound credit condi-
tions, and the accommodation of commerce, in-
dustry, and agriculture. The Board of Governors
of the Federal Reserve System may prescribe
regulations further defining within the limita-
tions of this chapter the conditions under which
discounts, advancements, and the accommoda-
tions may be extended to member banks. Each
Federal reserve bank shall keep itself informed
of the general character and amount of the
loans and investments of its member banks with
a view to ascertaining whether undue use is
being made of bank credit for the speculative
carrying of or trading in securities, real estate,
or commodities, or for any other purpose incon-
sistent with the maintenance of sound credit
conditions; and, in determining whether to
grant or refuse advances, rediscounts, or other
credit accommodations, the Federal reserve
bank shall give consideration to such informa-
tion. The chairman of the Federal reserve bank
shall report to the Board of Governors of the
Federal Reserve System any such undue use of
bank credit by any member bank, together with
his recommendation. Whenever, in the judgment
of the Board of Governors of the Federal Reserve
System, any member bank is making such
undue use of bank credit, the Board may, in its
discretion, after reasonable notice and an oppor-
tunity for a hearing, suspend such bank from
the use of the credit facilities of the Federal Re-
serve System and may terminate such suspen-
sion or may renew it from time to time.

(Dec. 23, 1913, ch. 6, § 4 (pars.), 38 Stat. 255; June
16, 1933, ch. 89, § 3(a), 48 Stat. 163; Aug. 23, 1935,
ch. 614, title II, § 203(a), 49 Stat. 704.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this Act’’, meaning act Dec. 23, 1913, ch. 6, 38 Stat. 251,
as amended, known as the Federal Reserve Act. For
complete classification of this Act to the Code, see Ref-
erences in Text note set out under section 226 of this
title and Tables.

CODIFICATION

Section is comprised of pars. 6 to 8 of section 4 of act
Dec. 23, 1913.

Pars. 1 to 3 and 25 of section 4 were omitted from the
code as executed.

Pars. 4 and 5, 9 to 12, 13 to 15, 16 to 21, 22, 24, and 26
of section 4, and par. 23 of section 4 as added June 21,

1917, ch. 32, § 2, 40, Stat. 232, are classified to sections
341, 302, 303, 304, 305, 307, 308, and 306, respectively, of
this title.

AMENDMENTS

1933—Act June 16, 1933, among other changes, added
all after first sentence in third par.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 442 of this title.

§ 302. Number of members; classes

Such board of directors shall be selected as
hereinafter specified and shall consist of nine
members, holding office for three years, and di-
vided into three classes, designated as classes A,
B, and C.

Class A shall consist of three members, with-
out discrimination on the basis of race, creed,
color, sex, or national origin, who shall be cho-
sen by and be representative of the stockholding
banks.

Class B shall consist of three members, who
shall represent the public and shall be elected
without discrimination on the basis of race,
creed, color, sex, or national origin, and with
due but not exclusive consideration to the inter-
ests of agriculture, commerce, industry, serv-
ices, labor, and consumers.

Class C shall consist of three members who
shall be designated by the Board of Governors of
the Federal Reserve System. They shall be
elected to represent the public, without dis-
crimination on the basis of race, creed, color,
sex, or national origin, and with due but not ex-
clusive consideration to the interests of agri-
culture, commerce, industry, services, labor,
and consumers.

(Dec. 23, 1913, ch. 6, § 4 (pars.), 38 Stat. 255; Aug.
23, 1935, ch. 614, title II, § 203(a), 49 Stat. 704; Pub.
L. 95–188, title II, § 202, Nov. 16, 1977, 91 Stat.
1387.)

CODIFICATION

Section is comprised of pars. 9 to 12 of section 4 of act
Dec. 23, 1913. For classification to this title of other
pars. of section 4, see Codification note set out under
section 301 of this title.

Provisions of section which related to appointment of
Class C directors when the necessary subscriptions to
the capital stock have been obtained for the organiza-
tion of any Federal Reserve Bank and which required
the organization committee to exercise the powers and
duties appertaining to the office of chairman in the or-
ganization of such Federal Reserve Bank pending the
designation of a chairman, were omitted as obsolete.

Another section 202 of Pub. L. 95–188 enacted section
225a of this title.

AMENDMENTS

1977—Second par. Pub. L. 95–188, § 202(a), required
Class A members to be chosen without discrimination
on the basis of race, creed, color, sex or national origin.

Third par. Pub. L. 95–188, § 202(b), substituted require-
ment that Class B members represent the public and be
elected without discrimination on the basis of race,
creed, color, sex, or national origin, and with due but
not exclusive consideration to the interests of agri-
culture, commerce, industry, services, labor, and con-
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sumers for prior requirement that such Class B mem-
bers, at the time of their election, be actively engaged
in their district in commerce, agriculture or some
other industrial pursuit.

Fourth par. Pub. L. 95–188, § 202(c), required Class C
members to be elected to represent the public, without
discrimination on the basis of race, creed, color, sex, or
national origin, and with due but not exclusive consid-
eration to the interests of agriculture, commerce, in-
dustry, services, labor, and consumers.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 442 of this title.

§ 303. Qualifications and disabilities

No Senator or Representative in Congress
shall be a member of the Board of Governors of
the Federal Reserve System or an officer or a di-
rector of a Federal reserve bank.

No director of class B shall be an officer, direc-
tor, or employee of any bank.

No director of class C shall be an officer, direc-
tor, employee, or stockholder of any bank.

(Dec. 23, 1913, ch. 6, § 4 (pars.), 38 Stat. 255; Aug.
23, 1935, ch. 614, title II, § 203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of pars. 13 to 15 of section 4 of
act Dec. 23, 1913. For classification to this title of other
pars. of section 4, see Codification note set out under
section 301 of this title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 442 of this title.

§ 304. Class A and class B directors; selection

Directors of class A and class B shall be cho-
sen in the following manner: The Board of Gov-
ernors of the Federal Reserve System shall clas-
sify the member banks of the district into three
general groups or divisions designating each
group by number. Each group shall consist as
nearly as may be of banks of similar capitaliza-
tion. Each member bank shall be permitted to
nominate to the chairman of the board of direc-
tors of the Federal reserve bank of the district
one candidate for director of class A and one
candidate for director of class B. The candidates
so nominated shall be listed by the chairman,
indicating by whom nominated, and a copy of
said list shall, within fifteen days after its com-
pletion, be furnished by the chairman to each
member bank. Each member bank by a resolu-
tion of the board or by an amendment to its by-
laws shall authorize its president, cashier, or
some other officer to cast the vote of the mem-
ber bank in the elections of class A and class B
directors: Provided, That whenever any member
banks within the same Federal Reserve district
are subsidiaries of the same bank holding com-
pany within the meaning of the Bank Holding
Company Act of 1956 [12 U.S.C. 1841 et seq.], par-

ticipation in any such nomination or election by
such member banks, including such bank hold-
ing company if it is also a member bank, shall
be confined to one of such banks, which may be
designated for the purpose by such holding com-
pany.

Within fifteen days after receipt of the list of
candidates the duly authorized officer of a mem-
ber bank shall certify to the chairman his first,
second, and other choices for director of class A
and class B, respectively, upon a preferential
ballot upon a form furnished by the chairman of
the board of directors of the Federal reserve
bank of the district. Each such officer shall
make a cross opposite the name of the first, sec-
ond, and other choices for a director of class A
and for a director of class B, but shall not vote
more than one choice for any one candidate. No
officer or director of a member bank shall be eli-
gible to serve as a class A director unless nomi-
nated and elected by banks which are members
of the same group as the member bank of which
he is an officer or director.

Any person who is an officer or director of
more than one member bank shall not be eligi-
ble for nomination as a class A director except
by banks in the same group as the bank having
the largest aggregate resources of any of those
of which such person is an officer or director.

Any candidate having a majority of all votes
cast in the column of first choice shall be de-
clared elected. If no candidate have a majority
of all the votes in the first column, then there
shall be added together the votes cast by the
electors for such candidates in the second col-
umn and the votes cast for the several can-
didates in the first column. The candidate then
having a majority of the electors voting and the
highest number of combined votes shall be de-
clared elected. If no candidate have a majority
of electors voting and the highest number of
votes when the first and second choices shall
have been added, then the votes cast in the third
column for other choices shall be added together
in like manner, and the candidate then having
the highest number of votes shall be declared
elected. An immediate report of election shall
be declared.

(Dec. 23, 1913, ch. 6, § 4 (pars.), 38 Stat. 256; Sept.
26, 1918, ch. 177, § 1, 40 Stat. 968; June 26, 1930, ch.
614, 46 Stat. 815; June 16, 1933, ch. 89, § 3(b), 48
Stat. 163; Aug. 23, 1935, ch. 614, title II, § 203(a),
49 Stat. 704; Pub. L. 89–485, § 13(e), July 1, 1966, 80
Stat. 243.)

REFERENCES IN TEXT

The Bank Holding Company Act of 1956, referred to in
text, is act May 9, 1956, ch. 240, 70 Stat. 133, as amended,
which is classified principally to chapter 17 (§ 1841 et
seq.) of this title. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 1841 of this title and Tables.

CODIFICATION

Section is comprised of pars. 16 to 21 of section 4 of
act Dec. 23, 1913. For classification to this title of other
pars. of section 4, see Codification note set out under
section 301 of this title.

AMENDMENTS

1966—Pub. L. 89–485 substituted proviso restricting
participation in nomination or election of directors by
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member banks to one member bank whenever any
member banks within the same Federal reserve district
are subsidiaries of the same bank holding company,
such member bank to be designated for the purpose by
the holding company for former proviso restricting the
selection of directors by member banks to one member
bank when two or more member banks within the same
Federal reserve district are affiliated with the same
holding company affiliate, such member bank to be
designated for such purpose by the holding company af-
filiate.

1933—Act June 16, 1933, inserted proviso at end of sec-
ond par.

1930—Act June 26, 1930, amended last par.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 442 of this title.

§ 305. Class C directors; selection; ��Federal re-
serve agent��

Class C directors shall be appointed by the
Board of Governors of the Federal Reserve Sys-
tem. They shall have been for at least two years
residents of the district for which they are ap-
pointed, one of whom shall be designated by said
board as chairman of the board of directors of
the Federal reserve bank and as ‘‘Federal re-
serve agent.’’ He shall be a person of tested
banking experience and in addition to his duties
as chairman of the board of directors of the Fed-
eral reserve bank he shall be required to main-
tain, under regulations to be established by the
Board of Governors of the Federal Reserve Sys-
tem, a local office of said board on the premises
of the Federal reserve bank. He shall make regu-
lar reports to the Board of Governors of the Fed-
eral Reserve System and shall act as its official
representative for the performance of the func-
tions conferred upon it by this chapter. He shall
receive an annual compensation to be fixed by
the Board of Governors of the Federal Reserve
System and paid monthly by the Federal reserve
bank to which he is designated. One of the direc-
tors of class C shall be appointed by the Board
of Governors of the Federal Reserve System as
deputy chairman to exercise the powers of the
chairman of the board when necessary. In case
of the absence of the chairman and deputy
chairman, the third class C director shall pre-
side at meetings of the board.

(Dec. 23, 1913, ch. 6, § 4 (par.), 38 Stat. 256; June
21, 1917, ch. 32, § 2, 40 Stat. 232; Aug. 23, 1935, ch.
614, title II, § 203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of par. 22 of section 4 of act Dec.
23, 1913. For classification to this title of other pars. of
section 4, see Codification note set out under section
301 of this title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 442 of this title.

§ 306. Assistants to Federal reserve agent

Subject to the approval of the Board of Gov-
ernors of the Federal Reserve System, the Fed-
eral reserve agent shall appoint one or more as-
sistants. Such assistants, who shall be persons
of tested banking experience, shall assist the
Federal reserve agent in the performance of his
duties and shall also have power to act in his
name and stead during his absence or disability.
The Board of Governors of the Federal Reserve
System shall require such bonds of the assistant
Federal reserve agents as it may deem necessary
for the protection of the United States. Assist-
ants to the Federal reserve agent shall receive
an annual compensation, to be fixed and paid in
the same manner as that of the Federal reserve
agent.

(Dec. 23, 1913, ch. 6, § 4 (par.), as added June 21,
1917, ch. 32, § 2, 40 Stat. 232; amended Aug. 23,
1935, ch. 614, title II, § 203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of par. 23 of section 4 of act Dec.
23, 1913, as added June 21, 1917. For classification to this
title of other pars. of section 4, see Codification note
set out under section 301 of this title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 442 of this title.

§ 307. Compensation of directors

Directors of Federal reserve banks shall re-
ceive, in addition to any compensation other-
wise provided, a reasonable allowance for nec-
essary expenses in attending meetings of their
respective boards, which amount shall be paid
by the respective Federal reserve banks. Any
compensation that may be provided by boards of
directors of Federal reserve banks for directors,
officers, or employees shall be subject to the ap-
proval of the Board of Governors of the Federal
Reserve System.

(Dec. 23, 1913, ch. 6, § 4 (par.), 38 Stat. 257; Aug.
23, 1935, ch. 614, title II, § 203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of par. 24 of section 4 of act Dec.
23, 1913. For classification to this title of other pars. of
section 4, see Codification note set out under section
301 of this title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 442 of this title.

§ 308. Terms of directors; vacancies

At the first meeting of the full board of direc-
tors of each Federal reserve bank, it shall be the
duty of the directors of classes A, B, and C, re-
spectively, to designate one of the members of
each class whose term of office shall expire in
one year from the 1st of January nearest to date
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of such meeting, one whose term of office shall
expire at the end of two years from said date,
and one whose term of office shall expire at the
end of three years from said date. Thereafter
every director of a Federal reserve bank chosen
as hereinbefore provided shall hold office for a
term of three years. Vacancies that may occur
in the several classes of directors of Federal re-
serve banks may be filled in the manner pro-
vided for the original selection of such directors,
such appointees to hold office for the unexpired
terms of their predecessors.

(Dec. 23, 1913, ch. 6, § 4 (par.), 38 Stat. 257.)

CODIFICATION

Section is comprised of par. 26 of section 4 of act Dec.
23, 1913. For classification to this title of other pars. of
section 4, see Codification note set out under section
301 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 442 of this title.

SUBCHAPTER VIII—STATE BANKS AS
MEMBERS OF SYSTEM

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 349, 501, 1818
of this title; title 7 section 6f; title 15 sections 78o–5,
78q.

§ 321. Application for membership

Any bank incorporated by special law of any
State, or organized under the general laws of
any State or of the United States, including
Morris Plan banks and other incorporated bank-
ing institutions engaged in similar business, de-
siring to become a member of the Federal Re-
serve System, may make application to the
Board of Governors of the Federal Reserve Sys-
tem, under such rules and regulations as it may
prescribe, for the right to subscribe to the stock
of the Federal Reserve bank organized within
the district in which the applying bank is lo-
cated. Such application shall be for the same
amount of stock that the applying bank would
be required to subscribe to as a national bank.
For the purposes of membership of any such
bank the terms ‘‘capital’’ and ‘‘capital stock’’
shall include the amount of outstanding capital
notes and debentures legally issued by the ap-
plying bank and purchased by the Reconstruc-
tion Finance Corporation. The Board of Gov-
ernors of the Federal Reserve System, subject to
the provisions of this chapter and to such condi-
tions as it may prescribe pursuant thereto may
permit the applying bank to become a stock-
holder of such Federal Reserve bank.

Upon the conversion of a national bank into a
State bank, or the merger or consolidation of a
national bank with a State bank which is not a
member of the Federal Reserve System, the re-
sulting or continuing State bank may be admit-
ted to membership in the Federal Reserve Sys-
tem by the Board of Governors of the Federal
Reserve System in accordance with the provi-
sions of this section, but, otherwise, the Federal
Reserve bank stock owned by the national bank
shall be canceled and paid for as provided in sec-
tion 287 of this title. Upon the merger or con-
solidation of a national bank with a State mem-

ber bank under a State charter, the membership
of the State bank in the Federal Reserve System
shall continue.

Any such State bank which on February 25,
1927, has established and is operating a branch
or branches in conformity with the State law,
may retain and operate the same while remain-
ing or upon becoming a stockholder of such Fed-
eral Reserve bank; but no such State bank may
retain or acquire stock in a Federal Reserve
bank except upon relinquishment of any branch
or branches established after February 25, 1927,
beyond the limits of the city, town, or village in
which the parent bank is situated: Provided,
however, That nothing herein contained shall
prevent any State member bank from establish-
ing and operating branches in the United States
or any dependency or insular possession thereof
or in any foreign country, on the same terms
and conditions and subject to the same limita-
tions and restrictions as are applicable to the
establishment of branches by national banks ex-
cept that the approval of the Board of Governors
of the Federal Reserve System, instead of the
Comptroller of the Currency, shall be obtained
before any State member bank may hereafter
establish any branch and before any State bank
hereafter admitted to membership may retain
any branch established after February 25, 1927,
beyond the limits of the city, town, or village in
which the parent bank is situated. The approval
of the Board shall likewise be obtained before
any State member bank may establish any new
branch within the limits of any such city, town,
or village (except within the District of Colum-
bia).

(Dec. 23, 1913, ch. 6, § 9 (pars.), 38 Stat. 259; June
21, 1917, ch. 32, § 3, 40 Stat. 232; Feb. 25, 1927, ch.
191, § 9, 44 Stat. 1229; June 16, 1933, ch. 89, § 5(a),
(b), 48 Stat. 164; June 16, 1934, ch. 546, § 2, 48 Stat.
971; Aug. 23, 1935, ch. 614, title II, § 203(a), title
III, § 338, 49 Stat. 704, 721; Aug. 17, 1950, ch. 729,
§ 8, 64 Stat. 458; July 15, 1952, ch. 753, § 2(a), 66
Stat. 633.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this Act’’, meaning act Dec. 23, 1913, ch. 6, 38 Stat. 251,
as amended, known as the Federal Reserve Act. For
complete classification of this Act to the Code, see Ref-
erences in Text note set out under section 226 of this
title and Tables.

CODIFICATION

Section is comprised of the first three pars. of section
9 of act Dec. 23, 1913, as amended. The first par. of this
section is comprised of the first par. of section 9 as
amended in 1917 (40 Stat. 232). The second par. of this
section was added as a new par. to follow the first par.
of section 9, by act Aug. 17, 1950. The third par. of this
section originally constituted the second par. of sec-
tion 9, as amended by act Feb. 25, 1927, and became the
third par. when act Aug. 17, 1950 added the new second
par. The fourth to twenty-third pars. of section 9, as
amended, are classified to sections 322 to 338a of this
title. Section 329a of this title, which was based on par.
twelve of section 9, was omitted from the Code. Para-
graph twenty-two of section 9, which was classified to
section 337 of this title, was repealed by Pub. L. 89–485,
§ 13(g), July 1, 1966, 80 Stat. 243.

AMENDMENTS

1952—Act July 15, 1952, inserted last sentence to third
par.
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1950—Act Aug. 17, 1950, inserted second par., permit-
ting application for membership in the Federal Reserve
System by the State bank resulting from a conversion,
merger, or consolidation transaction involving a na-
tional bank, except where the national bank merges or
consolidates with a State bank already a member of
System in which case the membership continues.

1935—Act Aug. 23, 1935, § 338, inserted phrase in third
(formerly second) par. beginning ‘‘except that the ap-
proval of the Board of Governors’’.

1934—Act June 16, 1934, inserted third sentence in
first par.

1933—Act June 16, 1933, inserted ‘‘including Morris
Plan banks and other incorporated banking institu-
tions engaged in similar business’’ in first par. and in-
serted proviso to third (formerly second) par. through
‘‘branches of national banks’’.

1927—Act Feb. 25, 1927, inserted second par. which be-
came third par. in 1950. See Codification note above.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

ABOLITION OF RECONSTRUCTION FINANCE CORPORATION

Section 6(a) of Reorg. Plan No. 1 of 1957, eff. June 30,
1957, 22 F.R. 4633, 71 Stat. 647, set out in the Appendix
to Title 5, Government Organization and Employees,
abolished Reconstruction Finance Corporation.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 7 section 6f.

§ 322. Determination on application

In acting upon such applications the Board of
Governors of the Federal Reserve System shall
consider the financial condition of the applying
bank, the general character of its management,
and whether or not the corporate powers exer-
cised are consistent with the purposes of this
chapter.

(Dec. 23, 1913, ch. 6, § 9 (par.), as added June 21,
1917, ch. 32, § 3, 40 Stat. 233; amended Aug. 23,
1935, ch. 614, title II, § 203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of the fourth par. of section 9 of
act Dec. 23, 1913, as amended. The fourth par. con-
stituted the second par. of section 9 in 1917 (40 Stat.
232), became the third par. in 1927 (44 Stat. 1229), and be-
came the fourth par. in 1950 (64 Stat. 458). For further
details, see Codification note set out under section 321
of this title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 323. Stock in Federal reserve banks; method of
payment

Whenever the Board of Governors of the Fed-
eral Reserve System shall permit the applying
bank to become a stockholder in the Federal re-
serve bank of the district its stock subscription
shall be payable on call of the Board of Gov-
ernors of the Federal Reserve System, and stock

issued to it shall be held subject to the provi-
sions of this chapter.

(Dec. 23, 1913, ch. 6, § 9 (par.), 38 Stat. 259; June
21, 1917, ch. 32, § 3, 40 Stat. 233; Aug. 23, 1935, ch.
614, title II, § 203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of the fifth par. of section 9 of
act Dec. 23, 1913, as amended. The fifth par. constituted
the third par. of section 9 in 1917 (40 Stat. 232), became
the fourth par. in 1927 (44 Stat. 1229), and became the
fifth par. in 1950 (64 Stat. 458). For further details, see
Codification note set out under section 321 of this title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 324. Laws applicable on becoming members

All banks admitted to membership under au-
thority of this section shall be required to com-
ply with the reserve and capital requirements of
this chapter, to conform to those provisions of
law imposed on national banks which prohibit
such banks from lending on or purchasing their
own stock and which relate to the withdrawal or
impairment of their capital stock, and to con-
form to the provisions of sections 56 and 60(b) of
this title with respect to the payment of divi-
dends; except that any reference in any such
provision to the Comptroller of the Currency
shall be deemed for the purposes of this sentence
to be a reference to the Board of Governors of
the Federal Reserve System. Such banks and
the officers, agents, and employees thereof shall
also be subject to the provisions of and to the
penalties prescribed by sections 334, 656, and 1005
of title 18, and shall be required to make reports
of condition and of the payment of dividends to
the Federal Reserve bank of which they become
a member. Not less than three of such reports
shall be made annually on call of the Federal
Reserve bank on dates to be fixed by the Board
of Governors of the Federal Reserve System.
Any bank which (A) maintains procedures rea-
sonably adapted to avoid any inadvertent error
and, unintentionally and as a result of such an
error, fails to make or publish any report re-
quired under this paragraph, within the period
of time specified by the Board, or submits or
publishes any false or misleading report or in-
formation, or (B) inadvertently transmits or
publishes any report which is minimally late,
shall be subject to a penalty of not more than
$2,000 for each day during which such failure
continues or such false or misleading informa-
tion is not corrected. The bank shall have the
burden of proving that an error was inadvertent
and that a report was inadvertently transmitted
or published late. Any bank which fails to make
or publish such reports within the period of time
specified by the Board, or submits or publishes
any false or misleading report or information, in
a manner not described in the 2nd preceding sen-
tence shall be subject to a penalty of not more
than $20,000 for each day during which such fail-
ure continues or such false or misleading infor-
mation is not corrected. Notwithstanding the
preceding sentence, if any bank knowingly or
with reckless disregard for the accuracy of any
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information or report described in such sentence
submits or publishes any false or misleading re-
port or information, the Board may assess a pen-
alty of not more than $1,000,000 or 1 percent of
total assets of such bank, whichever is less, per
day for each day during which such failure con-
tinues or such false or misleading information is
not corrected. Any penalty imposed under any of
the 4 preceding sentences shall be assessed and
collected by the Board in the manner provided
in subparagraphs (E), (F), (G), and (I) of section
1818(i)(2) of this title (for penalties imposed
under such section) and any such assessment
(including the determination of the amount of
the penalty) shall be subject to the provisions of
such section. Any bank against which any pen-
alty is assessed under this subsection shall be
afforded an agency hearing if such bank submits
a request for such hearing within 20 days after
the issuance of the notice of assessment. Section
1818(h) of this title shall apply to any proceeding
under this paragraph. Such reports of condition
shall be in such form and shall contain such in-
formation as the Board of Governors of the Fed-
eral Reserve System may require.

(Dec. 23, 1913, ch. 6, § 9 (par.), 38 Stat. 259; June
21, 1917, ch. 32, § 3, 40 Stat. 233; Aug. 23, 1935, ch.
614, title III, § 320, 49 Stat. 713; Sept. 3, 1954, ch.
1263, § 27, 68 Stat. 1236; Pub. L. 86–230, § 21(b),
Sept. 8, 1959, 73 Stat. 466; Pub. L. 101–73, title IX,
§ 911(d), Aug. 9, 1989, 103 Stat. 480; Pub. L. 103–325,
title III, § 308(c), Sept. 23, 1994, 108 Stat. 2218.)

CODIFICATION

Section is comprised of the sixth par. of section 9 of
act Dec. 23, 1913, as amended. The sixth par. constituted
the fourth par. of section 9 in 1917 (40 Stat. 232), became
the fifth par. in 1927 (44 Stat. 1229), and became the
sixth par. in 1950 (64 Stat. 458). For further details, see
Codification note set out under section 321 of this title.

AMENDMENTS

1994—Pub. L. 103–325 struck out before period at end
‘‘and shall be published by the reporting banks in such
manner and in accordance with such regulations as the
said Board may prescribe’’.

1989—Pub. L. 101–73 substituted provisions for dif-
ferent and increasing levels of penalties, assessment
and collection of penalties, and agency hearings for
provision that failure to make such reports within ten
days after the date they were called for would subject
the offending bank to a penalty of $100 a day for each
day that it failed to transmit such report, such penalty
to have been collected by the Federal Reserve bank by
suit or otherwise.

1959—Pub. L. 86–230 required State member banks to
comply with section 60(b) of this title and inserted pro-
visions requiring a reference to the Comptroller of the
Currency to be deemed a reference to the Board of Gov-
ernors of the Federal Reserve System.

1954—Act Sept. 3, 1954, substituted ‘‘sections 334, 656,
and 1005 of title 18’’ for ‘‘section 592 of this title’’, and
‘‘Board of Governors of the Federal Reserve System’’
for ‘‘Federal Reserve Board’’.

1935—Act Aug. 23, 1935 inserted last sentence of sec-
tion.

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by Pub. L. 101–73 applicable with respect
to reports filed or required to be filed after Aug. 9, 1989,
see section 911(i) of Pub. L. 101–73, set out as a note
under section 161 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3105 of this title.

§ 325. Examinations

As a condition of membership such banks shall
likewise be subject to examinations made by di-
rection of the Board of Governors of the Federal
Reserve System or of the Federal reserve bank
by examiners selected or approved by the Board
of Governors of the Federal Reserve System.

(Dec. 23, 1913, ch. 6, § 9 (par.), as added June 21,
1917, ch. 32, § 3, 40 Stat. 233; amended Aug. 23,
1935, ch. 614, title II, § 203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of the seventh par. of section 9
of act Dec. 23, 1913, as amended. The seventh par. con-
stituted the fifth par. of section 9 in 1917 (40 Stat. 232),
became the sixth par. in 1927 (44 Stat. 1229), and became
the seventh par. in 1950 (64 Stat. 458). For further de-
tails, see Codification note set out under section 321 of
this title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 326. Acceptance of examinations and reports by
State authorities; special examinations

Whenever the directors of the Federal reserve
bank shall approve the examinations made by
the State authorities, such examinations and
the reports thereof may be accepted in lieu of
examinations made by examiners selected or ap-
proved by the Board of Governors of the Federal
Reserve System: Provided, however, That when it
deems it necessary the board may order special
examinations by examiners of its own selection
and shall in all cases approve the form of the re-
port. The expenses of all examinations, other
than those made by State authorities, may, in
the discretion of the Board of Governors of the
Federal Reserve System, be assessed against the
banks examined and, when so assessed, shall be
paid by the banks examined. The Board of Gov-
ernors of the Federal Reserve System, at its dis-
cretion, may furnish any report of examination
or other confidential supervisory information
concerning any State member bank or other en-
tity examined under any other authority of the
Board, to any Federal or State agency or au-
thority with supervisory or regulatory author-
ity over the examined entity, to any officer, di-
rector, or receiver of the examined entity, and
to any other person that the Board determines
to be proper.

(Dec. 23, 1913, ch. 6, § 9 (par.), as added June 21,
1917, ch. 32, § 3, 40 Stat. 233; amended June 26,
1930, ch. 611, § 1, 46 Stat. 814; Aug. 23, 1935, ch. 614,
title II, § 203(a), 49 Stat. 704; Pub. L. 106–102, title
VII, § 727(a), Nov. 12, 1999, 113 Stat. 1475.)

CODIFICATION

Section is comprised of the eighth par. of section 9 of
act Dec. 23, 1913, as amended. The eighth par. con-
stituted the sixth par. of section 9 in 1917 (40 Stat. 232),
became the seventh par. in 1927 (44 Stat. 1229), and be-
came the eighth par. in 1950 (64 Stat. 458). For further
details, see Codification note set out under section 321
of this title.

AMENDMENTS

1999—Pub. L. 106–102 inserted last sentence and struck
out former last sentence which read as follows: ‘‘Copies
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of the reports of such examinations may, in the discre-
tion of the Board of Governors of the Federal Reserve
System, be furnished to the State authorities having
supervision of such banks, to officers, directors, or re-
ceivers of such banks, and to any other proper per-
sons.’’

1930—Act June 26, 1930, amended next to last sentence
and inserted last sentence.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 327. Surrender of stock and cancellation of
memberships

If at any time it shall appear to the Board of
Governors of the Federal Reserve System that a
member bank has failed to comply with the pro-
visions of this subchapter, or the regulations of
the Board of Governors of the Federal Reserve
System made pursuant thereto, or has ceased to
exercise banking functions without a receiver or
liquidating agent having been appointed there-
for, it shall be within the power of the board
after hearing to require such bank to surrender
its stock in the Federal reserve bank and to for-
feit all rights and privileges of membership. The
Board of Governors of the Federal Reserve Sys-
tem may restore membership upon due proof of
compliance with the conditions imposed by this
subchapter.

(Dec. 23, 1913, ch. 6, § 9 (par.), 38 Stat. 259; June
21, 1917, ch. 32, § 3, 40 Stat. 233; Apr. 23, 1930, ch.
207, § 2, 46 Stat. 251; Aug. 23, 1935, ch. 614, title II,
§ 203(a), 49 Stat. 704.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 9 of act Dec. 23,
1913, which is classified generally to this subchapter
(§ 321 et seq.).

CODIFICATION

Section is comprised of the ninth par. of section 9 of
act Dec. 23, 1913, as amended. The ninth par. con-
stituted the seventh par. of section 9 in 1917 (40 Stat.
232), became the eighth par. in 1927 (44 Stat. 1229), and
became the ninth par. in 1950 (64 Stat. 458). For further
details, see Codification note set out under section 321
of this title.

AMENDMENTS

1930—Act Apr. 23, 1930, inserted ‘‘or has ceased to ex-
ercise banking functions without a receiver or liquidat-
ing agent having been appointed therefor,’’ to first sen-
tence.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 71a of this title.

§ 328. Withdrawals from membership

Any State bank or trust company desiring to
withdraw from membership in a Federal Reserve
bank may do so, after six months’ written notice
shall have been filed with the Board of Gov-
ernors of the Federal Reserve System, upon the
surrender and cancellation of all of its holdings

of capital stock in the Federal reserve bank:
Provided, That the Board of Governors of the
Federal Reserve System, in its discretion and
subject to such conditions as it may prescribe,
may waive such six months’ notice in individual
cases and may permit any such State bank or
trust company to withdraw from membership in
a Federal reserve bank prior to the expiration of
six months from the date of the written notice
of its intention to withdraw: Provided, however,
That no Federal reserve bank shall, except
under express authority of the Board of Gov-
ernors of the Federal Reserve System, cancel
within the same calendar year more than 25 per
centum of its capital stock for the purpose of ef-
fecting voluntary withdrawals during that year.
All such applications shall be dealt with in the
order in which they are filed with the board.
Whenever a member bank shall surrender its
stock holdings in a Federal reserve bank, or
shall be ordered to do so by the Board of Gov-
ernors of the Federal Reserve System, under au-
thority of law, all of its rights and privileges as
a member bank shall thereupon cease and deter-
mine, and after due provision has been made for
any indebtedness due or to become due to the
Federal reserve bank it shall be entitled to a re-
fund of its cash-paid subscription with interest
at the rate of one-half of 1 per centum per
month from date of last dividend, if earned, the
amount refunded in no event to exceed the book
value of the stock at that time, and shall like-
wise be entitled to repayment of deposits and of
any other balance due from the Federal reserve
bank.

(Dec. 23, 1913, ch. 6, § 9 (par.), as added June 21,
1917, ch. 32, § 3, 40 Stat. 233; amended Apr. 17,
1930, ch. 175, 46 Stat. 170; Aug. 23, 1935, ch. 614,
title II, § 203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of the tenth par. of section 9 of
act Dec. 23, 1913, as amended. The tenth par. con-
stituted the eighth par. of section 9 in 1917 (40 Stat.
232), became the ninth par. in 1927 (44 Stat. 1229), and
became the tenth par. in 1950 (64 Stat. 458). For further
details, see Codification note set out under section 321
of this title.

AMENDMENTS

1930—Act Apr. 17, 1930, amended part of section pre-
ceding second proviso.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 329. Capital stock required as condition prece-
dent to membership

No applying bank shall be admitted to mem-
bership unless it possesses capital stock and sur-
plus which, in the judgment of the Board of Gov-
ernors of the Federal Reserve System, are ade-
quate in relation to the character and condition
of its assets and to its existing and prospective
deposit liabilities and other corporate respon-
sibilities: Provided, That no bank engaged in the
business of receiving deposits other than trust
funds, which does not possess capital stock and
surplus in an amount equal to that which would
be required for the establishment of a national



Page 108TITLE 12—BANKS AND BANKING§ 329a

banking association in the place in which it is
located, shall be admitted to membership unless
it is, or has been, approved for deposit insurance
under the Federal Deposit Insurance Act [12
U.S.C. 1811 et seq.]. The capital stock of a State
member bank shall not be reduced except with
the prior consent of the Board.

(Dec. 23, 1913, ch. 6, § 9 (par.), 38 Stat. 259; June
21, 1917, ch. 32, § 3, 40 Stat. 234; Mar. 4, 1923, ch.
252, title IV, § 401, 42 Stat. 1478; June 16, 1933, ch.
89, § 17(b), 48 Stat. 185; July 15, 1952, ch. 753, § 1,
66 Stat. 633.)

REFERENCES IN TEXT

The Federal Deposit Insurance Act, referred to in
text, is act Sept. 21, 1950, ch. 967, § 2, 64 Stat. 873, as
amended, which is classified generally to chapter 16
(§ 1811 et seq.) of this title. For complete classification
of this Act to the Code, see Short Title note set out
under section 1811 of this title and Tables.

CODIFICATION

Section is comprised of the eleventh par. of section 9
of act Dec. 23, 1913, as amended. The eleventh par. con-
stituted the ninth par. of section 9 in 1917 (40 Stat. 232),
became the tenth par. in 1927 (44 Stat. 1229), and be-
came the eleventh par. in 1950 (64 Stat. 458). For further
details, see Codification note set out under section 321
of this title.

AMENDMENTS

1952—Act July 15, 1952, vested in Board of Governors
discretion with respect to admission of State banks to
membership.

1933—Act June 16, 1933, dropped alternative method of
meeting the capital requirement and inserted proviso.

§ 329a. Omitted

CODIFICATION

Section, act Dec. 23, 1913, ch. 6, § 9 (par.), as added
Aug. 23, 1935, ch. 614, title II, § 202, 49 Stat. 704, related
to waiver of the requirements of sections 321 to 338 of
this title for admission to membership in the case of a
bank which was required to become a member of the
Federal Reserve System under a former provision of
subsection (y) of former section 264 of this title, which
provision was repealed by act June 20, 1939, ch. 214, § 2,
53 Stat. 842.

This section was based on the twelfth par. of section
9 of act Dec. 23, 1913, as amended. The twelfth par. con-
stituted the eleventh par. of section 9 when added in
1935, and became the twelfth par. in 1950 (64 Stat. 458).
For further details, see Codification note set out under
section 321 of this title.

§ 330. Laws applicable on becoming members;
discounts for State banks

Banks becoming members of the Federal re-
serve system under authority of this subchapter
shall be subject to the provisions of said sec-
tions and to those of this chapter which relate
specifically to member banks, but shall not be
subject to examination under the provisions of
sections 481 and 482 of this title. Subject to the
provisions of this chapter and to the regulations
of the board made pursuant thereto, any bank
becoming a member of the Federal reserve sys-
tem shall retain its full charter and statutory
rights as a State bank or trust company, and
may continue to exercise all corporate powers
granted it by the State in which it was created,
and shall be entitled to all privileges of member
banks, except that the Board of Governors of the

Federal Reserve System may limit the activities
of State member banks and subsidiaries of State
member banks in a manner consistent with sec-
tion 1831a of this title. No Federal reserve bank
shall be permitted to discount for any State
bank or trust company notes, drafts, or bills of
exchange of any one borrower who is liable for
borrowed money to such State bank or trust
company in an amount greater than that which
could be borrowed lawfully from such State
bank or trust company were it a national bank-
ing association. The Federal reserve bank, as a
condition of the discount of notes, drafts, and
bills of exchange for such State bank or trust
company, shall require a certificate or guaranty
to the effect that the borrower is not liable to
such bank in excess of the amount provided by
this subchapter, and will not be permitted to be-
come liable in excess of this amount while such
notes, drafts, or bills of exchange are under dis-
count with the Federal reserve bank.

(Dec. 23, 1913, ch. 6, § 9 (par.), as added June 21,
1917, ch. 32, § 3, 40 Stat. 234; amended July 1, 1922,
ch. 274, 42 Stat. 821; Pub. L. 102–242, title III,
§ 303(b), Dec. 19, 1991, 105 Stat. 2353.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 9 of act Dec. 23,
1913, which is classified generally to this subchapter
(§ 321 et seq.).

CODIFICATION

Section is comprised of the thirteenth par. of section
9 of act Dec. 23, 1913, as amended. The thirteenth par.
constituted the tenth par. of section 9 in 1917 (40 Stat.
232), became the eleventh par. in 1927 (44 Stat. 1229), be-
came the twelfth par. in 1935 (49 Stat. 704), and became
the thirteenth par. in 1950 (64 Stat. 458). For further de-
tails, see Codification note set out under sections 321
and 329 of this title.

AMENDMENTS

1991—Pub. L. 102–242 substituted ‘‘, except that the
Board of Governors of the Federal Reserve System may
limit the activities of State member banks and subsidi-
aries of State member banks in a manner consistent
with section 1831a of this title. No Federal reserve
bank’’ for ‘‘: Provided, however, That no Federal reserve
bank’’.

§ 331. Certifying checks on State banks admitted
as members

It shall be unlawful for any officer, clerk, or
agent of any bank admitted to membership
under authority of this subchapter, to certify
any check drawn upon such bank unless the per-
son or company drawing the check has on de-
posit therewith at the time such check is cer-
tified an amount of money equal to the amount
specified in such check. Any check so certified
by duly authorized officers shall be a good and
valid obligation against such bank, but the act
of any such officer, clerk, or agent in violation
of this subchapter, may subject such bank to a
forfeiture of its membership in the Federal re-
serve system upon hearing by the Board of Gov-
ernors of the Federal Reserve System.

(Dec. 23, 1913, ch. 6, § 9 (par.), as added June 21,
1917, ch. 32, § 3, 40 Stat. 234; amended Aug. 23,
1935, ch. 614, title II, § 203(a), 49 Stat. 704.)
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REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 9 of act Dec. 23,
1913, which is classified generally to this subchapter
(§ 321 et seq.).

CODIFICATION

Section is comprised of the fourteenth par. of section
9 of act Dec. 23, 1913, as amended. The fourteenth par.
constituted the eleventh par. of section 9 in 1917 (40
Stat. 232), became the twelfth par. in 1927 (44 Stat.
1229), became the thirteenth par. in 1935 (49 Stat. 704),
and became the fourteenth par. in 1950 (64 Stat. 458).
For further details, see Codification notes set out under
sections 321 and 329a of this title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 332. Depositaries of public money; financial
agents; security required

All banks or trust companies incorporated by
special law or organized under the general laws
of any State, which are members of the Federal
reserve system, when designated for that pur-
pose by the Secretary of the Treasury, shall be
depositaries of public money, under such regula-
tions as may be prescribed by the Secretary; and
they may also be employed as financial agents
of the Government; and they shall perform all
such reasonable duties, as depositaries of public
money and financial agents of the Government,
as may be required of them. The Secretary of
the Treasury shall require of the banks and
trust companies thus designated satisfactory se-
curity, by the deposit of United States bonds or
otherwise, for the safe keeping and prompt pay-
ment of the public money deposited with them
and for the faithful performance of their duties
as financial agents of the Government.

(Dec. 23, 1913, ch. 6, § 9 (par.), as added May 7,
1928, ch. 507, 45 Stat. 492.)

CODIFICATION

Section is comprised of the fifteenth par. of section 9
of act Dec. 23, 1913, as amended. The fifteenth par. con-
stituted the thirteenth par. of section 9 in 1928 (45 Stat.
492), became the fourteenth par. in 1935 (49 Stat. 704),
and became the fifteenth par. in 1950 (64 Stat. 458). For
further details, see Codification notes set out under
sections 321 and 329a of this title.

§ 333. Mutual savings banks; application and ad-
mission to membership in Federal Reserve
System

Any mutual savings bank having no capital
stock (including any other banking institution
the capital of which consists of weekly or other
time deposits which are segregated from all
other deposits and are regarded as capital stock
for the purposes of taxation and the declaration
of dividends), but having surplus and undivided
profits not less than the amount of capital re-
quired for the organization of a national bank in
the same place, may apply for and be admitted
to membership in the Federal Reserve System in
the same manner and subject to the same provi-
sions of law as State banks and trust companies,
except that any such savings bank shall sub-
scribe for capital stock of the Federal reserve

bank in an amount equal to six-tenths of 1 per
centum of its total deposit liabilities as shown
by the most recent report of examination of
such savings bank preceding its admission to
membership. Thereafter such subscription shall
be adjusted semiannually on the same percent-
age basis in accordance with rules and regula-
tions prescribed by the Board of Governors of
the Federal Reserve System. If any such mutual
savings bank applying for membership is not
permitted by the laws under which it was orga-
nized to purchase stock in a Federal reserve
bank, it shall, upon admission to the system, de-
posit with the Federal reserve bank an amount
equal to the amount which it would have been
required to pay in on account of a subscription
to capital stock. Thereafter such deposit shall
be adjusted semiannually in the same manner as
subscriptions for stock. Such deposits shall be
subject to the same conditions with respect to
repayment as amounts paid upon subscriptions
to capital stock by other member banks and the
Federal reserve bank shall pay interest thereon
at the same rate as dividends are actually paid
on outstanding shares of stock of such Federal
reserve bank. If the laws under which any such
savings bank was organized be amended so as to
authorize mutual savings banks to subscribe for
Federal reserve bank stock, such savings bank
shall thereupon subscribe for the appropriate
amount of stock in the Federal reserve bank,
and the deposit hereinbefore provided for in lieu
of payment upon capital stock shall be applied
upon such subscription. If the laws under which
any such savings bank was organized be not
amended at the next session of the legislature
following the admission of such savings bank to
membership so as to authorize mutual savings
banks to purchase Federal reserve bank stock,
or if such laws be so amended and such bank fail
within six months thereafter to purchase such
stock, all of its rights and privileges as a mem-
ber bank shall be forfeited and its membership
in the Federal Reserve System shall be termi-
nated in the manner prescribed in this sub-
chapter with respect to State member banks and
trust companies. Each such mutual savings
bank shall comply with all the provisions of law
applicable to State member banks and trust
companies, with the regulations of the Board of
Governors of the Federal Reserve System and
with the conditions of membership prescribed
for such savings bank at the time of admission
to membership, except as otherwise hereinbefore
provided with respect to capital stock.

(Dec. 23, 1913, ch. 6, § 9 (par.), as added June 16,
1933, ch. 89, § 5(c), 48 Stat. 164; amended Aug. 23,
1935, ch. 614, title II, § 203(a), 49 Stat. 704.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 9 of act Dec. 23,
1913, which is classified generally to this subchapter
(§ 321 et seq.).

CODIFICATION

Section is comprised of the sixteenth par. of section
9 of act Dec. 23, 1913, as amended. The sixteenth par.
constituted the fourteenth par. of section 9 in 1933 (48
Stat. 164), became the fifteenth par. in 1935 (49 Stat.
704), and became the sixteenth par. in 1950 (64 Stat. 458).
For further details, see Codification notes set out under
sections 321 and 329a of this title.
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CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 334. Reports from affiliates; penalty for failure
to furnish

Each bank admitted to membership under this
subchapter shall obtain from each of its affili-
ates other than member banks and furnish to
the Federal reserve bank of its district and to
the Board of Governors of the Federal Reserve
System not less than three reports during each
year. Such reports shall be in such form as the
Board of Governors of the Federal Reserve Sys-
tem may prescribe, shall be verified by the oath
or affirmation of the president or such other of-
ficer as may be designated by the board of direc-
tors of such affiliate to verify such reports, and
shall disclose the information hereinafter pro-
vided for as of dates identical with those fixed
by the Board of Governors of the Federal Re-
serve System for reports of the condition of the
affiliated member bank. Each such report of an
affiliate shall be transmitted as herein provided
at the same time as the corresponding report of
the affiliated member bank, except that the
Board of Governors of the Federal Reserve Sys-
tem may, in its discretion, extend such time for
good cause shown. Each such report shall con-
tain such information as in the judgment of the
Board of Governors of the Federal Reserve Sys-
tem shall be necessary to disclose fully the rela-
tions between such affiliate and such bank and
to enable the board to inform itself as to the ef-
fect of such relations upon the affairs of such
bank. The reports of such affiliates shall be pub-
lished by the bank under the same conditions as
govern its own condition reports.

Any such affiliated member bank may be re-
quired to obtain from any such affiliate such ad-
ditional reports as in the opinion of its Federal
reserve bank or the Board of Governors of the
Federal Reserve System may be necessary in
order to obtain a full and complete knowledge of
the condition of the affiliated member bank.
Such additional reports shall be transmitted to
the Federal reserve bank and the Board of Gov-
ernors of the Federal Reserve System and shall
be in such form as the Board of Governors of the
Federal Reserve System may prescribe.

Any such affiliated member bank which fails
to obtain from any of its affiliates and furnish
any report provided for by the two preceding
paragraphs of this section shall be subject to a
penalty of $100 for each day during which such
failure continues, which, by direction of the
Board of Governors of the Federal Reserve Sys-
tem, may be collected, by suit or otherwise, by
the Federal reserve bank of the district in which
such member bank is located.

(Dec. 23, 1913, ch. 6, § 9 (pars.), as added June 16,
1933, ch. 89, § 5(c), 48 Stat. 165; amended Aug. 23,
1935, ch. 614, title II, § 203(a), 49 Stat. 704; Pub. L.
89–485, § 13(f), July 1, 1966, 80 Stat. 243.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 9 of act Dec. 23,
1913, which is classified generally to this subchapter
(§ 321 et seq.).

CODIFICATION

Section is comprised of the seventeenth to nineteenth
pars. of act Dec. 23, 1913, as amended. These pars. con-
stituted pars. fifteen to seventeen of section 9 in 1933
(48 Stat. 165), became pars. sixteen to eighteen in 1935
(49 Stat. 704), and became pars. seventeen to nineteen
in 1950 (64 Stat. 458). For further details, see Codifica-
tion notes set out under sections 321 and 329a of this
title.

AMENDMENTS

1966—Pub. L. 89–485 struck out last sentence of third
par. stating that term ‘‘affiliate’’ shall include holding
company affiliates as well as other affiliates for the
purposes of such par. and preceding two pars.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 335. Dealing in investment securities; limita-
tions and conditions

State member banks shall be subject to the
same limitations and conditions with respect to
the purchasing, selling, underwriting, and hold-
ing of investment securities and stock as are ap-
plicable in the case of national banks under
paragraph ‘‘Seventh’’ of section 24 of this title.
This section shall not apply to any interest held
by a State member bank in accordance with sec-
tion 24a of this title and subject to the same
conditions and limitations provided in such sec-
tion.

(Dec. 23, 1913, ch. 6, § 9 (par.), as added June 16,
1933, ch. 89, § 5(c), 48 Stat. 165; amended Pub. L.
106–102, title I, § 121(d)(2), Nov. 12, 1999, 113 Stat.
1381.)

CODIFICATION

Section is comprised of the twentieth par. of section
9 of act Dec. 23, 1913, as amended. The twentieth par.
constituted the eighteenth par. of section 9 in 1933 (48
Stat. 16), became the nineteenth par. in 1935 (49 Stat.
704), and became the twentieth par. in 1950 (64 Stat.
458). For further details, see Codification notes set out
under sections 321 and 329a of this title.

AMENDMENTS

1999—Pub. L. 106–102 inserted at end ‘‘This section
shall not apply to any interest held by a State member
bank in accordance with section 24a of this title and
subject to the same conditions and limitations pro-
vided in such section.’’

EFFECTIVE DATE OF 1999 AMENDMENT

Amendment by Pub. L. 106–102 effective 120 days after
Nov. 12, 1999, see section 161 of Pub. L. 106–102, set out
as a note under section 24 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1831w, 3105 of
this title.

§ 336. Certificates of stock; representation of
stock of other corporations

After August 23, 1935, no certificate evidencing
the stock of any State member bank shall bear
any statement purporting to represent the stock
of any other corporation, except a member bank
or a corporation engaged on June 16, 1934, in
holding the bank premises of such member
bank, nor shall the ownership, sale, or transfer
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1 So in original. Probably should be ‘‘and a’’.

of any certificate representing the stock of any
State member bank be conditioned in any man-
ner whatsoever upon the ownership, sale, or
transfer of a certificate representing the stock
of any other corporation, except a member bank
or a corporation engaged on June 16, 1934 in
holding the bank premises of such member
bank: Provided, That this subchapter shall not
operate to prevent the ownership, sale, or trans-
fer of stock of any other corporation being con-
ditioned upon the ownership, sale, or transfer of
a certificate representing stock of a State mem-
ber bank.

(Dec. 23, 1913, ch. 6, § 9 (par.), as added June 16,
1933, ch. 89, § 5(c), 48 Stat. 165; amended Aug. 23,
1935, ch. 614, title III, § 310(b), 49 Stat. 710.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 9 of act Dec. 23,
1913, which is classified generally to this subchapter
(§ 321 et seq.).

CODIFICATION

Section is comprised of the twenty-first par. of sec-
tion 9 of act Dec. 23, 1913, as amended. The twenty-first
par. constituted the nineteenth par. of section 9 in 1933
(48 Stat. 165), became the twentieth par. in 1935 (49
Stat. 704), and became the twenty-first par. in 1950 (64
Stat. 458). For further details, see Codification notes
set out under sections 321 and 329a of this title.

AMENDMENTS

1935—Act Aug. 23, 1935, among other changes, inserted
proviso.

§ 337. Repealed. Pub. L. 89�485, § 13(g), July 1,
1966, 80 Stat. 243

Section, act Dec. 23, 1913, ch. 6, § 9 (par.), as added
June 16, 1933, ch. 89, § 5(c), 48 Stat. 166, required agree-
ments of State member banks with holding company
affiliates to be subject to voting restrictions and to
provide for forfeiture of membership on failure to file
agreement.

This section was comprised of the twenty-second par.
of section 9 of act Dec. 23, 1913, as amended. The twen-
ty-second par. constituted the twentieth par. of section
9 when added in 1933, became the twenty-first par. in
1935 (49 Stat. 704), and became the twenty-second par.
in 1950 (64 Stat. 458). For further details, see Codifica-
tion notes set out under sections 321 and 329a of this
title.

§ 338. Examination of affiliates; forfeiture of
membership on refusal of affiliate to give in-
formation or pay expense

In connection with examinations of State
member banks, examiners selected or approved
by the Board of Governors of the Federal Re-
serve System shall make such examinations of
the affairs of all affiliates of such banks as shall
be necessary to disclose fully the relations be-
tween such banks and their affiliates and the ef-
fect of such relations upon the affairs of such
banks. The expense of examination of affiliates
of any State member bank may, in the discre-
tion of the Board of Governors of the Federal
Reserve System, be assessed against such bank
and, when so assessed, shall be paid by such
bank. In the event of the refusal to give any in-
formation requested in the course of the exam-
ination of any such affiliate, or in the event of
the refusal to permit such examination, or in

the event of the refusal to pay any expenses so
assessed, the Board of Governors of the Federal
Reserve System may, in its discretion, require
any or all State member banks affiliated with
such affiliate to surrender their stock in the
Federal Reserve bank and to forfeit all rights
and privileges of membership in the Federal Re-
serve System, as provided in this subchapter.

(Dec. 23, 1913, ch. 6, § 9 (par.), as added June 16,
1933, ch. 89, § 5(c), 48 Stat. 166; amended Aug. 23,
1935, ch. 614, title II, § 203(a), 49 Stat. 704.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 9 of act Dec. 23,
1913, which is classified generally to this subchapter
(§ 321 et seq.).

CODIFICATION

Section is comprised of the twenty-second par. of sec-
tion 9 of act Dec. 23, 1913, as amended. The twenty-sec-
ond par. constituted the twenty-first par. of section 9
in 1933 (48 Stat. 166), became the twenty-second par. in
1935 (49 Stat. 704), and became the twenty-third par. in
1950 (64 Stat. 458), and became the twenty-second par.
in 1966 (80 Stat. 243). For further details, see Codifica-
tion notes set out under sections 321 and 329a of this
title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 338a. Investments to promote public welfare
and community development; limitation on
investments

State member banks may make investments
designed primarily to promote the public wel-
fare, including the welfare of low- and moderate-
income communities or families (such as by pro-
viding housing, services, or jobs), to the extent
permissible under State law, and subject to such
restrictions and requirements as the Board of
Governors of the Federal Reserve System may
prescribe by regulation or order. A bank shall
not make any such investment if the investment
would expose the bank to unlimited liability.
The Board shall limit a bank’s investments in
any 1 project and 1 bank’s aggregate investments
under this paragraph. A bank’s aggregate invest-
ments under this paragraph shall not exceed an
amount equal to the sum of 5 percent of the
bank’s capital stock actually paid in and unim-
paired and 5 percent of the bank’s unimpaired
surplus fund, unless the Board determines by
order that the higher amount will pose no sig-
nificant risk to the affected deposit insurance
fund, and the bank is adequately capitalized. In
no case shall a bank’s aggregate investments
under this paragraph exceed an amount equal to
the sum of 10 percent of the bank’s capital stock
actually paid in and unimpaired and 10 percent
of the bank’s unimpaired surplus fund.

(Dec. 23, 1913, ch. 6, § 9 (par.), as added Pub. L.
102–485, § 6(b), Oct. 23, 1992, 106 Stat. 2774; amend-
ed Pub. L. 104–208, div. A, title II, § 2704(d)(8),
Sept. 30, 1996, 110 Stat. 3009–489.)
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CODIFICATION

Section is comprised of the twenty-third par. of sec-
tion 9 of act Dec. 23, 1913, as amended. For further de-
tails, see Codification note set out under section 321 of
this title.

AMENDMENTS

1996—Pub. L. 104—208, which directed the amendment
of the fourth sentence by substituting ‘‘Deposit Insur-
ance Fund’’ for ‘‘affected deposit insurance fund’’, was
not executed. See Effective Date of 1996 Amendment
note below.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–208 effective Jan. 1, 1999,
if no insured depository institution is a savings asso-
ciation on that date, see section 2704(c) of Pub. L.
104–208, set out as a note under section 1821 of this title.

§ 339. Participation by State member banks in
lotteries and related activities

(a) Prohibited activities
A State member bank may not—

(1) deal in lottery tickets;
(2) deal in bets used as a means or substitute

for participation in a lottery;
(3) announce, advertise, or publicize the ex-

istence of any lottery;
(4) announce, advertise, or publicize the ex-

istence or identity of any participant or win-
ner, as such, in a lottery.

(b) Use of banking premises prohibited
A State member bank may not permit—

(1) the use of any part of any of its banking
offices by any person for any purpose forbid-
den to the bank under subsection (a) of this
section, or

(2) direct access by the public from any of its
banking offices to any premises used by any
person for any purpose forbidden to the bank
under subsection (a) of this section.

(c) Definitions
As used in this section—

(1) The term ‘‘deal in’’ includes making, tak-
ing, buying, selling, redeeming, or collecting.

(2) The term ‘‘lottery’’ includes any arrange-
ment whereby three or more persons (the
‘‘participants’’) advance money or credit to
another in exchange for the possibility or ex-
pectation that one or more but not all of the
participants (the ‘‘winners’’) will receive by
reason of their advances more than the
amounts they have advanced, the identity of
the winners being determined by any means
which includes—

(A) a random selection;
(B) a game, race, or contest; or
(C) any record or tabulation of the result

of one or more events in which any partici-
pant has no interest except for its bearing
upon the possibility that he may become a
winner.

(3) The term ‘‘lottery ticket’’ includes any
right, privilege, or possibility (and any ticket,
receipt, record, or other evidence of any such
right, privilege, or possibility) of becoming a
winner in a lottery.

(d) Lawful banking services connected with op-
eration of lottery

Nothing contained in this section prohibits a
State member bank from accepting deposits or

cashing or otherwise handling checks or other
negotiable instruments, or performing other
lawful banking services for a State operating a
lottery, or for an officer or employee of that
State who is charged with the administration of
the lottery.
(e) Regulations; enforcement

The Board of Governors of the Federal Reserve
System shall issue such regulations as may be
necessary to the strict enforcement of this sec-
tion and the prevention of evasions thereof.

(Dec. 13, 1913, ch. 6, § 9A, as added Pub. L. 90–203,
§ 2, Dec. 15, 1967, 81 Stat. 609.)

CODIFICATION

Section was enacted as section 9A of act Dec. 13, 1913,
and not as part of section 9 of such act which comprises
this subchapter.

EFFECTIVE DATE

Section effective Apr. 1, 1968, see section 6 of Pub. L.
90–203, set out as a note under section 25a of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 18 section 1306.

§ 339a. Resolution of clearing banks

(a) Conservatorship or receivership
(1) Appointment

The Board may appoint a conservator or re-
ceiver to take possession and control of any
uninsured State member bank which operates,
or operates as, a multilateral clearing organi-
zation pursuant to section 4422 of this title to
the same extent and in the same manner as
the Comptroller of the Currency may appoint
a conservator or receiver for a national bank.
(2) Powers

The conservator or receiver for an uninsured
State member bank referred to in paragraph
(1) shall exercise the same powers, functions,
and duties, subject to the same limitations, as
a conservator or receiver for a national bank.

(b) Board authority
The Board shall have the same authority with

respect to any conservator or receiver appointed
under subsection (a) of this section, and the un-
insured State member bank for which the con-
servator or receiver has been appointed, as the
Comptroller of the Currency has with respect to
a conservator or receiver for a national bank
and the national bank for which the conservator
or receiver has been appointed.
(c) Bankruptcy proceedings

The Board (in the case of an uninsured State
member bank which operates, or operates as,
such a multilateral clearing organization) may
direct a conservator or receiver appointed for
the bank to file a petition pursuant to title 11,
in which case, title 11 shall apply to the bank in
lieu of otherwise applicable Federal or State in-
solvency law.

(Dec. 13, 1913, ch. 6, § 9B, as added Pub. L. 106–554,
§ 1(a)(5) [title I, § 112(b)], Dec. 21, 2000, 114 Stat.
2763, 2763A–392.)

CODIFICATION

Section was enacted as section 9B of act Dec. 13, 1913,
and not as part of section 9 of such act which comprises
this subchapter.
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SUBCHAPTER IX—POWERS AND DUTIES OF
FEDERAL RESERVE BANKS

§ 341. General enumeration of powers

Upon the filing of the organization certificate
with the Comptroller of the Currency a Federal
reserve bank shall become a body corporate and
as such, and in the name designated in such or-
ganization certificate, shall have power—

First. To adopt and use a corporate seal.
Second. To have succession after February 25,

1927, until dissolved by Act of Congress or until
forfeiture of franchise for violation of law.

Third. To make contracts.
Fourth. To sue and be sued, complain and de-

fend, in any court of law or equity.
Fifth. To appoint by its board of directors a

president, vice presidents, and such officers and
employees as are not otherwise provided for in
this chapter, to define their duties, require
bonds for them and fix the penalty thereof, and
to dismiss at pleasure such officers or employ-
ees. The president shall be the chief executive
officer of the bank and shall be appointed by the
board of directors, with the approval of the
Board of Governors of the Federal Reserve Sys-
tem, for a term of five years; and all other exec-
utive officers and all employees of the bank
shall be directly responsible to him. The first
vice president of the bank shall be appointed in
the same manner and for the same term as the
president, and shall, in the absence or disability
of the president or during a vacancy in the office
of president, serve as chief executive officer of
the bank. Whenever a vacancy shall occur in the
office of the president or the first vice president,
it shall be filled in the manner provided for
original appointments; and the person so ap-
pointed shall hold office until the expiration of
the term of his predecessor.

Sixth. To prescribe by its board of directors,
bylaws not inconsistent with law, regulating the
manner in which its general business may be
conducted, and the privileges granted to it by
law may be exercised and enjoyed.

Seventh. To exercise by its board of directors,
or duly authorized officers or agents, all powers
specifically granted by the provisions of this
chapter and such incidental powers as shall be
necessary to carry on the business of banking
within the limitations prescribed by this chap-
ter.

Eighth. Upon deposit with the Treasurer of the
United States of any bonds of the United States
in the manner provided by existing law relating
to national banks, to receive from the Secretary
of the Treasury circulating notes in blank, reg-
istered and countersigned as provided by law,
equal in amount to the par value of the bonds so
deposited, such notes to be issued under the
same conditions and provisions of law as relate
to the issue of circulating notes of national
banks secured by bonds of the United States
bearing the circulating privilege, except that
the issue of such notes shall not be limited to
the capital stock of such Federal reserve bank.

But no Federal reserve bank shall transact
any business except such as is incidental and
necessarily preliminary to its organization until
it has been authorized by the Comptroller of the
Currency to commence business under the provi-
sions of this chapter.

(Dec. 23, 1913, ch. 6, § 4 (pars.), 38 Stat. 254; Feb.
25, 1927, ch. 191, § 18, 44 Stat. 1234; Aug. 23, 1935,
ch. 614, title II, § 201, 49 Stat. 703; Pub. L. 103–325,
title VI, § 602(g)(1), Sept. 23, 1994, 108 Stat. 2293.)

REFERENCES IN TEXT

This chapter, referred to in the Fifth, Seventh, and
closing pars., was in the original ‘‘this Act’’, meaning
act Dec. 23, 1913, ch. 6, 38 Stat. 251, as amended, known
as the Federal Reserve Act. For complete classification
of this Act to the Code, see References in Text note set
out under section 226 of this title and Tables.

CODIFICATION

Section is comprised of pars. 4 and 5 of section 4 of
act Dec. 23, 1913. For classification to this title of other
pars. of section 4, see Codification note set out under
section 301 of this title.

AMENDMENTS

1994—Pub. L. 103–325 amended eighth power by sub-
stituting ‘‘Secretary of the Treasury’’ for ‘‘Comptroller
of the Currency’’.

1935—Act Aug. 23, 1935, amended fifth power.
1927—Act Feb. 25, 1927, amended second power.

EFFECTIVE DATE OF 1935 AMENDMENT

Section 201 of act Aug. 23, 1935, provided that the
amendment made by that section is effective Mar. 1,
1936.

TRANSFER OF FUNCTIONS

For transfer of functions to Secretary of the Treas-
ury, see note under section 121 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 442 of this title.

§ 342. Deposits; exchange and collection; member
and nonmember banks or other depository
institutions; charges

Any Federal Reserve bank may receive from
any of its member banks, or other depository in-
stitutions, and from the Unites States, deposits
of current funds in lawful money, national-bank
notes, Federal reserve notes, or checks, and
drafts, payable upon presentation or other
items, and also, for collection, maturing notes
and bills; or, solely for purposes of exchange or
of collection may receive from other Federal re-
serve banks deposits of current funds in lawful
money, national-bank notes, or checks upon
other Federal reserve banks, and checks and
drafts, payable upon presentation within its dis-
trict or other items, and maturing notes and
bills payable within its district; or, solely for
the purposes of exchange or of collection, may
receive from any nonmember bank or trust com-
pany or other depository institution deposits of
current funds in lawful money, national-bank
notes, Federal reserve notes, checks and drafts
payable upon presentation or other items, or
maturing notes and bills: Provided, Such non-
member bank or trust company or other deposi-
tory institution maintains with the Federal Re-
serve bank of its district a balance in such
amount as the Board determines taking into ac-
count items in transit, services provided by the
Federal Reserve bank, and other factors as the
Board may deem appropriate: Provided further,
That nothing in this or any other section of this
chapter shall be construed as prohibiting a
member or nonmember bank or other depository
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institution from making reasonable charges, to
be determined and regulated by the Board of
Governors of the Federal Reserve System, but in
no case to exceed 10 cents per $100 or fraction
thereof, based on the total of checks and drafts
presented at any one time, for collection or pay-
ment of checks and drafts and remission there-
for by exchange or otherwise; but no such
charges shall be made against the Federal re-
serve banks.

(Dec. 23, 1913, ch. 6, § 13 (par.), 38 Stat. 263; Sept.
7, 1916, ch. 461, 39 Stat. 752; June 21, 1917, ch. 32,
§ 4, 40 Stat. 235; Aug. 23, 1935, ch. 614, title II,
§ 203(a), 49 Stat. 704; Pub. L. 96–221, title I,
§ 105(a), Mar. 31, 1980, 94 Stat. 139.)

CODIFICATION

Section is comprised of the first par. of section 13 of
act Dec. 23, 1913, as amended in 1916 (39 Stat. 752). The
second to eighth and tenth to fourteenth pars. of sec-
tion 13 (as now constituted) are classified to sections
92, 343 to 347, 347c, 347d, 361, 372, and 373 of this title.

For decision by U.S. Supreme Court that, despite
faulty placement of quotation marks, act Sept. 7, 1916,
placed within section 13 of act Dec. 23, 1913, each of the
ten pars. located between the phrases that introduced
the amendments to sections 13 and 14 of said act, that
only the seventh par. (rather than seventh to tenth
pars.) comprised the amended R.S. § 5202, and that sec-
tion 20 of act Apr. 5, 1918 (40 Stat. 512) (which amended
R.S. § 5202 comprised of a single par.), did not amend
section 13 of said act so as to repeal the eighth to tenth
pars., see United States National Bank of Oregon v. Inde-
pendent Insurance Agents of America, Inc., et al., 508 U.S.
439, 113 S.Ct. 2173, 124 L.Ed. 2d 402 (1993). As the result
of subsequent amendments, such seventh to tenth pars.
of section 13 now constitute the ninth to twelfth pars.
The ninth par. amended former section 82 of this title,
and the tenth to twelfth pars. are classified to sections
361, 92, and 373, respectively, of this title.

AMENDMENTS

1980—Pub. L. 96–221 inserted references to other de-
pository institutions and provisions respecting applica-
bility to other items presented for payment, and sub-
stituted provisions setting forth items to constitute re-
quired balance to include items in transit, Federal Re-
serve bank services, and other appropriate factors, for
provisions requiring the balance to be sufficient to off-
set items in transit held for the account of the bank.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96–221 effective on first day of
sixth month which begins after Mar. 31, 1980, see sec-
tion 108 of Pub. L. 96–221, set out as a note under sec-
tion 248 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 84, 412, 461 of
this title.

§ 343. Discount of obligations arising out of ac-
tual commercial transactions

Upon the indorsement of any of its member
banks, which shall be deemed a waiver of de-
mand, notice and protest by such bank as to its
own indorsement exclusively, any Federal re-
serve bank may discount notes, drafts, and bills
of exchange arising out of actual commercial
transactions; that is, notes, drafts, and bills of

exchange issued or drawn for agricultural, in-
dustrial, or commercial purposes, or the pro-
ceeds of which have been used, or are to be used,
for such purposes, the Board of Governors of the
Federal Reserve System to have the right to de-
termine or define the character of the paper
thus eligible for discount, within the meaning of
this chapter. Nothing in this chapter contained
shall be construed to prohibit such notes, drafts,
and bills of exchange, secured by staple agricul-
tural products, or other goods, wares, or mer-
chandise from being eligible for such discount,
and the notes, drafts, and bills of exchange of
factors issued as such making advances exclu-
sively to producers of staple agricultural prod-
ucts in their raw state shall be eligible for such
discount; but such definition shall not include
notes, drafts, or bills covering merely invest-
ments or issued or drawn for the purpose of car-
rying or trading in stocks, bonds, or other in-
vestment securities, except bonds and notes of
the Government of the United States. Notes,
drafts, and bills admitted to discount under the
terms of this paragraph must have a maturity at
the time of discount of not more than ninety
days, exclusive of grace.

In unusual and exigent circumstances, the
Board of Governors of the Federal Reserve Sys-
tem, by the affirmative vote of not less than five
members, may authorize any Federal reserve
bank, during such periods as the said board may
determine, at rates established in accordance
with the provisions of section 357 of this title, to
discount for any individual, partnership, or cor-
poration, notes, drafts, and bills of exchange
when such notes, drafts, and bills of exchange
are indorsed or otherwise secured to the satis-
faction of the Federal reserve bank: Provided,
That before discounting any such note, draft, or
bill of exchange for an individual or a partner-
ship or corporation the Federal reserve bank
shall obtain evidence that such individual, part-
nership, or corporation is unable to secure ade-
quate credit accommodations from other bank-
ing institutions. All such discounts for individ-
uals, partnerships, or corporations shall be sub-
ject to such limitations, restrictions, and regu-
lations as the Board of Governors of the Federal
Reserve System may prescribe.

(Dec. 23, 1913, ch. 6, § 13 (pars.), 38 Stat. 263; Sept.
7, 1916, ch. 461, 39 Stat. 752; Mar. 4, 1923, ch. 252,
title IV, § 402, 42 Stat. 1478; July 21, 1932, ch. 520,
§ 210, 47 Stat. 715; Aug. 23, 1935, ch. 614, title II,
§ 203(a), title III, § 322, 49 Stat. 704, 714; Pub. L.
102–242, title IV, § 473, Dec. 19, 1991, 105 Stat.
2386.)

CODIFICATION

Section is comprised of the second and third pars. of
section 13 of act Dec. 23, 1913, as amended. The act of
Mar 4, 1923, split the second par. of section 13, as
amended in 1916 (39 Stat. 752), into two pars., the first
of which constitutes the first par. of this section and
the second as section 344 of this title. The act of July
21, 1932, added the second par. of this section which was
designated to follow the second par. of section 13. For
classification to this title of other pars. of section 13,
see Codification note set out under section 342 of this
title.

AMENDMENTS

1991—Pub. L. 102–242 struck out ‘‘of the kinds and ma-
turities made eligible for discount for member banks
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under other provisions of this chapter’’ after first ref-
erence to ‘‘bills of exchange’’ in second par.

1935—Act Aug. 23, 1935, § 322, substituted words imme-
diately preceding proviso for ‘‘indorsed and otherwise
secured to the satisfaction of the Federal reserve
bank.’’

1932—Act July 21, 1932, added second par.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 84, 248, 371, 412,
461 of this title.

§ 344. Discount or purchase of bills to finance ag-
ricultural shipments

Upon the indorsement of any of its member
banks, which shall be deemed a waiver of de-
mand, notice, and protest by such bank as to its
own indorsement exclusively, and subject to reg-
ulations and limitations to be prescribed by the
Board of Governors of the Federal Reserve Sys-
tem, any Federal reserve bank may discount or
purchase bills of exchange payable at sight or on
demand which grow out of the domestic ship-
ment or the exportation of nonperishable, read-
ily marketable agricultural and other staples
and are secured by bills of lading or other ship-
ping documents conveying or securing title to
such staples: Provided, That all such bills of ex-
change shall be forwarded promptly for collec-
tion, and demand for payment shall be made
with reasonable promptness after the arrival of
such staples at their destination: Provided fur-
ther, That no such bill shall in any event be held
by or for the account of a Federal reserve bank
for a period in excess of ninety days. In dis-
counting such bills Federal reserve banks may
compute the interest to be deducted on the basis
of the estimated life of each bill and adjust the
discount after payment of such bills to conform
to the actual life thereof.

(Dec. 23, 1913, ch. 6, § 13 (par.), as added Mar. 4,
1923, ch. 252, title IV, § 402, 42 Stat. 1479; amended
May 29, 1928, ch. 884, 45 Stat. 975; Aug. 23, 1935,
ch. 614, title II, § 203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of the fourth par. of section 13
of act Dec. 23, 1913, as amended. The act of Mar. 4, 1923,
split the second par. of section 13, as amended in 1916
(39 Stat. 752), into two pars., the first of which con-
stitutes the first par. of section 343 of this title and the
second as this section, making it the third par. of sec-
tion 13. However, the third par. became the fourth par.
when act July 21, 1932, added a new par. to follow the
second par. For further details, see Codification note
set out under section 343 of this title. For classification
to this title of other pars. of section 13, see Codification
note set out under section 342 of this title.

AMENDMENTS

1928—Act May 29, 1928, amended part of first sentence
preceding proviso.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 84, 412, 461 of
this title.

§ 345. Rediscount of notes, drafts, and bills for
member banks; limitation of amount

The aggregate of notes, drafts, and bills upon
which any person, copartnership, association, or
corporation is liable as maker, acceptor, in-
dorser, drawer, or guarantor, rediscounted for
any member bank, shall at no time exceed the
amount for which such person, copartnership,
association, or corporation may lawfully become
liable to a national banking association under
the terms of section 84 of this title: Provided,
however, That nothing in this section shall be
construed to change the character or class of
paper now eligible for rediscount by Federal re-
serve banks.

(Dec. 23, 1913, ch. 6, § 13 (par.), 38 Stat. 264; Mar.
3, 1915, ch. 93, 38 Stat. 958; Sept. 7, 1916, ch. 461,
39 Stat. 752; Apr. 12, 1930, ch. 140, 46 Stat. 162.)

CODIFICATION

Section is comprised of the fifth par. of section 13 of
act Dec. 23, 1913, as amended. The fifth par. constituted
the third par. of section 13 in 1916 (39 Stat. 752), became
the fourth par. in 1923 (42 Stat. 1478), and became the
fifth par. in 1932 (47 Stat. 715). For further details, see
Codification notes set out under sections 343 and 344 of
this title. For classification to this title of other pars.
of section 13, see Codification note set out under sec-
tion 342 of this title.

AMENDMENTS

1930—Act Apr. 12, 1930, among other changes, inserted
proviso.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 84, 412, 461 of
this title.

§ 346. Discount of acceptances

Any Federal reserve bank may discount ac-
ceptances of the kinds hereinafter described,
which have a maturity at the time of discount
of not more than ninety days’ sight, exclusive of
days of grace, and which are indorsed by at least
one member bank: Provided, That such accept-
ances if drawn for an agricultural purpose and
secured at the time of acceptance by warehouse
receipts or other such documents conveying or
securing title covering readily marketable sta-
ples may be discounted with a maturity at the
time of discount of not more than six months’
sight exclusive of days of grace.

(Dec. 23, 1913, ch. 6, § 13 (par.), 38 Stat. 264; Mar.
3, 1915, ch. 93, 38 Stat. 958; Sept. 7, 1916, ch. 461,
39 Stat. 752; Mar. 4, 1923, ch. 252, title IV, § 403,
42 Stat. 1479.)

REFERENCES IN TEXT

Words ‘‘hereinafter described’’ are from the sixth par.
of section 13 of the Federal Reserve Act, see Codifica-
tion note below. Reference could be to acceptances de-
scribed in the remaining paragraphs of section 13,
which are contained in sections 82, 347, 347c, and 372 of
this title, or to acceptances described in subsequent
sections of the Federal Reserve Act, sections 14 et seq.
of act Dec. 23, 1913.

CODIFICATION

Section is comprised of the sixth par. of section 13 of
act Dec. 23, 1913, as amended. The sixth par. constituted
the fourth par. of section 13 in 1916 (39 Stat. 752), be-
came the fifth par. in 1923 (42 Stat. 1478), and became
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1 See References in Text note below. 1 See References in Text note below.

the sixth par. in 1932 (47 Stat. 715). For further details,
see Codification notes under sections 343 and 344 of this
title. For classification to this title of other pars. of
section 13, see Codification note set out under section
342 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 84, 412, 461 of
this title.

§ 347. Advances to member banks on their notes

Any Federal reserve bank may make advances
for periods not exceeding fifteen days to its
member banks on their promissory notes se-
cured by the deposit or pledge of bonds, notes,
certificates of indebtedness, or Treasury bills of
the United States, or by the deposit or pledge of
debentures or other such obligations of Federal
intermediate credit banks which are eligible for
purchase by Federal reserve banks under section
350 of this title, or by the deposit or pledge of
bonds issued under the provisions of subsection
(c) of section 1463 1 of this title; and any Federal
reserve bank may make advances for periods not
exceeding ninety days to its member banks on
their promissory notes secured by such notes,
drafts, bills of exchange, or bankers’ accept-
ances as are eligible for rediscount or for pur-
chase by Federal reserve banks under the provi-
sions of this chapter or secured by such obliga-
tions as are eligible for purchase under section
355 of this title. All such advances shall be made
at rates to be established by such Federal re-
serve banks, such rates to be subject to the re-
view and determination of the Board of Gov-
ernors of the Federal Reserve System. If any
member bank to which any such advance has
been made shall, during the life or continuance
of such advance, and despite an official warning
of the reserve bank of the district or of the
Board of Governors of the Federal Reserve Sys-
tem to the contrary, increase its outstanding
loans secured by collateral in the form of
stocks, bonds, debentures, or other such obliga-
tions, or loans made to members of any orga-
nized stock exchange, investment house, or deal-
er in securities, upon any obligation, note, or
bill, secured or unsecured, for the purpose of
purchasing and/or carrying stocks, bonds, or
other investment securities (except obligations
of the United States) such advance shall be
deemed immediately due and payable, and such
member bank shall be ineligible as a borrower at
the reserve bank of the district under the provi-
sions of this section for such period as the Board
of Governors of the Federal Reserve System
shall determine: Provided, That no temporary
carrying or clearance loans made solely for the
purpose of facilitating the purchase or delivery
of securities offered for public subscription shall
be included in the loans referred to in this sec-
tion.

(Dec. 23, 1913, ch. 6, § 13 (par.), as added Sept. 7,
1916, ch. 461, 39 Stat. 753; amended May 19, 1932,
ch. 191, § 6, 47 Stat. 160; May 12, 1933, ch. 25, title
II, § 28, 48 Stat. 46; June 16, 1933, ch. 89, § 9, 48
Stat. 180; Jan. 31, 1934, ch. 7, § 16(a), 48 Stat. 348;
Apr. 27, 1934, ch. 168, § 7(a), 48 Stat. 646; Aug. 23,
1935, ch. 614, title II, § 203(a), 49 Stat. 704; Pub. L.

87–353, § 3(c), Oct. 4, 1961, 75 Stat. 773; Pub. L.
90–505, § 3(a), Sept. 21, 1968, 82 Stat. 856.)

REFERENCES IN TEXT

Section 1463 of this title, referred to in text, was re-
pealed by Pub. L. 89–554, § 8(a), Sept. 6, 1966, 80 Stat. 648.

CODIFICATION

Section is comprised of the eighth par. of section 13
of act Dec. 23, 1913, as amended. The eighth par. con-
stituted the sixth par. of section 13 in 1916 (39 Stat. 752,
753), became the seventh par. in 1923 (42 Stat. 1478), and
became the eighth par. in 1932 (47 Stat. 715). For further
details, see Codification notes under sections 343 and
344 of this title. For classification to this title of other
pars. of section 13, see Codification note set out under
section 342 of this title.

AMENDMENTS

1968—Pub. L. 90–505 added promissory notes of mem-
bers banks secured by such obligations as are eligible
for purchase under section 355 of this title to the list of
types of promissory notes of member banks on which
the Federal reserve bank may make advances for peri-
ods not exceeding 90 days.

1961—Pub. L. 87–353 struck out provision authorizing
any Federal reserve bank to make advances to its
member banks on their promissory notes secured by
the deposit or pledge of Federal Farm Mortgage Cor-
poration bonds issued under the Federal Farm Mort-
gage Corporation Act.

1934—Act Apr. 27, 1934, inserted first phrase preceding
the semicolon in first sentence.

Act Jan. 31, 1934, inserted second phrase preceding
the semicolon in first sentence.

1933—Act June 16, 1933, amended section generally.
Act May 12, 1933, added Federal farm-loan bonds as

security for advances.
1932—Act May 19, 1932, inserted clause in first sen-

tence which begins ‘‘or by the deposit or pledge of de-
bentures’’.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 84, 412, 461 of
this title.

§ 347a. Advances to member bank groups; inad-
equate amounts of eligible and acceptable as-
sets; liability of individual banks in group;
distribution of loans among banks of group;
rate of interest; notes accepted for advances
as collateral security for Federal reserve
notes; foreign obligations as security for ad-
vances

Upon receiving the consent of not less than
five members of the Board of Governors of the
Federal Reserve System, any Federal reserve
bank may make advances, in such amount as
the board of directors of such Federal reserve
bank may determine, to groups of five or more
member banks within its district, a majority of
them independently owned and controlled, upon
their time or demand promissory notes, pro-
vided the bank or banks which receive the pro-
ceeds of such advances as herein provided have
no adequate amounts of eligible and acceptable
assets available to enable such bank or banks to
obtain sufficient credit accommodations from
the Federal reserve bank through rediscounts or
advances other than as provided in section 347b 1
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of this title. The liability of the individual
banks in each group must be limited to such
proportion of the total amount advanced to such
group as the deposit liability of the respective
banks bears to the aggregate deposit liability of
all banks in such group, but such advances may
be made to a lesser number of such member
banks if the aggregate amount of their deposit
liability constitutes at least 10 per centum of
the entire deposit liability of the member banks
within such district. Such banks shall be au-
thorized to distribute the proceeds of such loans
to such of their number and in such amount as
they may agree upon, but before so doing they
shall require such recipient banks to deposit
with a suitable trustee, representing the entire
group, their individual notes made in favor of
the group protected by such collateral security
as may be agreed upon. Any Federal reserve
bank making such advance shall charge interest
or discount thereon at a rate not less than 1 per
centum above its discount rate in effect at the
time of making such advance. No such note
upon which advances are made by a Federal re-
serve bank under this section shall be eligible
under section 412 of this title as collateral secu-
rity for Federal reserve notes.

No obligations of any foreign government, in-
dividual, partnership, association, or corpora-
tion organized under the laws thereof shall be
eligible as collateral security for advances under
this section.

Member banks are authorized to obligate
themselves in accordance with the provisions of
this section.

(Dec. 23, 1913, ch. 6, § 10A, formerly § 10(a), as
added Feb. 27, 1932, ch. 58, § 1, 47 Stat. 56; amend-
ed Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat.
704; renumbered § 10A, Pub. L. 102–242, title I,
§ 142(a)(1), Dec. 19, 1991, 105 Stat. 2279.)

REFERENCES IN TEXT

Section 347b of this title, referred to in first par., was
in the original a reference to section 10(b), meaning
section 10(b) of the Federal Reserve Act. Section 10(b)
of that Act was renumbered section 10B by Pub. L.
102–242, title I, § 142(a)(2), Dec. 19, 1991, 105 Stat. 2279,
without a corresponding amendment to this section.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 412 of this title.

§ 347b. Advances to individual member banks on
time or demand notes; maturities; time notes
secured by mortgage loans covering one-to-
four family residences

(a) In general
Any Federal Reserve bank, under rules and

regulations prescribed by the Board of Gov-
ernors of the Federal Reserve System, may
make advances to any member bank on its time
or demand notes having maturities of not more
than four months and which are secured to the
satisfaction of such Federal Reserve bank.

Notwithstanding the foregoing, any Federal
Reserve bank, under rules and regulations pre-

scribed by the Board of Governors of the Federal
Reserve System, may make advances to any
member bank on its time notes having such ma-
turities as the Board may prescribe and which
are secured by mortgage loans covering a one-
to-four family residence. Such advances shall
bear interest at a rate equal to the lowest dis-
count rate in effect at such Federal Reserve
bank on the date of such note.
(b) Limitations on advances

(1) Limitation on extended periods
Except as provided in paragraph (2), no ad-

vances to any undercapitalized depository in-
stitution by any Federal Reserve bank under
this section may be outstanding for more than
60 days in any 120-day period.
(2) Viability exception

(A) In general
If—

(i) the head of the appropriate Federal
banking agency certifies in advance in
writing to the Federal Reserve bank that
any depository institution is viable; or

(ii) the Board conducts an examination
of any depository institution and the
Chairman of the Board certifies in writing
to the Federal Reserve bank that the insti-
tution is viable,

the limitation contained in paragraph (1)
shall not apply during the 60-day period be-
ginning on the date such certification is re-
ceived.
(B) Extensions of period

The 60-day period may be extended for ad-
ditional 60-day periods upon receipt by the
Federal Reserve bank of additional written
certifications under subparagraph (A) with
respect to each such additional period.
(C) Authority to issue a certificate of viabil-

ity may not be delegated
The authority of the head of any agency to

issue a written certification of viability
under this paragraph may not be delegated
to any other person.
(D) Extended advances subject to paragraph

(3)
Notwithstanding paragraph (1), an under-

capitalized depository institution which
does not have a certificate of viability in ef-
fect under this paragraph may have ad-
vances outstanding for more than 60 days in
any 120-day period if the Board elects to
treat—

(i) such institution as critically under-
capitalized under paragraph (3); and

(ii) any such advance as an advance de-
scribed in subparagraph (A)(i) of paragraph
(3).

(3) Advances to critically undercapitalized de-
pository institutions

(A) Liability for increased loss
Notwithstanding any other provision of

this section, if—
(i) in the case of any critically under-

capitalized depository institution—
(I) any advance under this section to

such institution is outstanding without
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payment having been demanded as of the
end of the 5-day period beginning on the
date the institution becomes a critically
undercapitalized depository institution;
or

(II) any new advance is made to such
institution under this section after the
end of such period; and

(ii) after the end of that 5-day period,
any deposit insurance fund in the Federal
Deposit Insurance Corporation incurs a
loss exceeding the loss that the Corpora-
tion would have incurred if it had liq-
uidated that institution as of the end of
that period,

the Board shall, subject to the limitations in
subparagraph (B), be liable to the Federal
Deposit Insurance Corporation for the excess
loss, without regard to the terms of the ad-
vance or any collateral pledged to secure the
advance.
(B) Limitation on excess loss

The liability of the Board under subpara-
graph (A) shall not exceed the lesser of the
following:

(i) The amount of the loss the Board or
any Federal Reserve bank would have in-
curred on the increases in the amount of
advances made after the 5-day period re-
ferred to in subparagraph (A) if those in-
creased advances had been unsecured.

(ii) The interest received on the in-
creases in the amount of advances made
after the 5-day period referred to in sub-
paragraph (A).

(C) Federal Reserve to pay obligation
The Board shall pay the Federal Deposit

Insurance Corporation the amount of any li-
ability of the Board under subparagraph (A).
(D) Report

The Board shall report to the Congress on
any excess loss liability it incurs under sub-
paragraph (A), as limited by subparagraph
(B)(i), and the reasons therefore, not later
than 6 months after incurring the liability.

(4) No obligation to make advances
A Federal Reserve bank shall have no obli-

gation to make, increase, renew, or extend any
advance or discount under this chapter to any
depository institution.
(5) Definitions

(A) Appropriate Federal banking agency
The term ‘‘appropriate Federal banking

agency’’ has the same meaning as in section
1813 of this title.
(B) Critically undercapitalized

The term ‘‘critically undercapitalized’’ has
the same meaning as in section 1831o of this
title.
(C) Depository institution

The term ‘‘depository institution’’ has the
same meaning as in section 1813 of this title.
(D) Undercapitalized depository institution

The term ‘‘undercapitalized depository in-
stitution’’ means any depository institution
which—

(i) is undercapitalized, as defined in sec-
tion 1831o of this title; or

(ii) has a composite CAMEL rating of 5
under the Uniform Financial Institutions
Rating System (or an equivalent rating by
any such agency under a comparable rat-
ing system) as of the most recent examina-
tion of such institution.

(E) Viable
A depository institution is ‘‘viable’’ if the

Board or the appropriate Federal banking
agency determines, giving due regard to the
economic conditions and circumstances in
the market in which the institution oper-
ates, that the institution—

(i) is not critically undercapitalized;
(ii) is not expected to become critically

undercapitalized; and
(iii) is not expected to be placed in con-

servatorship or receivership.

(Dec. 23, 1913, ch. 6, § 10B, formerly § 10(b), as
added Feb. 27, 1932, ch. 58, § 2, 47 Stat. 56; amend-
ed Feb. 3, 1933, ch. 34, 47 Stat. 794; Mar. 9, 1933,
ch. 1, title IV, § 402, 48 Stat. 7; Aug. 23, 1935, ch.
614, title II, § 204, 49 Stat. 705; Pub. L. 93–449, § 5,
Oct. 18, 1974, 88 Stat. 1368; Pub. L. 96–221, title I,
§ 106, Mar. 31, 1980, 94 Stat. 140; renumbered § 10B
and amended Pub. L. 102–242, title I, § 142(a)(2),
(b), Dec. 19, 1991, 105 Stat. 2279; Pub. L. 104–208,
div. A, title II, § 2704(d)(9), Sept. 30, 1996, 110
Stat. 3009–489.)

AMENDMENTS

1996—Subsec. (b)(3)(A)(ii). Pub. L. 104—208, which di-
rected the amendment of cl. (ii) by substituting ‘‘the
Deposit Insurance Fund of’’ for ‘‘any deposit insurance
fund in’’, was not executed. See Effective Date of 1996
Amendment note below.

1991—Pub. L. 102–242, § 142(b), designated existing pro-
visions as subsec. (a), inserted heading, and added sub-
sec. (b).

1980—Pub. L. 96–221 struck out second sentence of
first par. relating to interest on notes under this sec-
tion.

1974—Pub. L. 93–449 inserted provisions relating to ad-
vances on time notes secured by mortgage loans cover-
ing one-to-four family residences.

1935—Act Aug. 23, 1935, struck out provision prescrib-
ing termination date of section.

1933—Act Mar. 9, 1933, struck out proviso which ex-
tended applicability to member banks regardless of
their capital, and empowered President to extend ter-
mination date one year beyond March 3, 1934.

Act Feb. 3, 1933, extended termination date from
‘‘March 3, 1933’’ to ‘‘March 3, 1934’’.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–208 effective Jan. 1, 1999,
if no insured depository institution is a savings asso-
ciation on that date, see section 2704(c) of Pub. L.
104–208, set out as a note under section 1821 of this title.

EFFECTIVE DATE OF 1991 AMENDMENT

Section 142(d) of Pub. L. 102–242 provided that: ‘‘The
amendment made by subsection (b) [amending this sec-
tion] shall take effect at the end of the 2-year period
beginning on the date of enactment of this Act [Dec. 19,
1991].’’

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96–221 effective on first day of
sixth month which begins after Mar. 31, 1980, see sec-
tion 108 of Pub. L. 96–221, set out as a note under sec-
tion 248 of this title.
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EXPIRATION

Proclamation No. 2076, Feb. 16, 1934, 48 Stat. 1734, ex-
tended section to Mar. 3, 1935. See 1935 amendment note
above.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 347a, 412, 463,
1831r of this title.

§ 347c. Advances to individuals, partnerships,
and corporations; security; interest rate

Subject to such limitations, restrictions, and
regulations as the Board of Governors of the
Federal Reserve System may prescribe, any Fed-
eral reserve bank may make advances to any in-
dividual, partnership, or corporation on the
promissory notes of such individual, partner-
ship, or corporation secured by direct obliga-
tions of the United States or by any obligation
which is a direct obligation of, or fully guaran-
teed as to principal and interest by any agency
of the United States. Such advances shall be
made for periods not exceeding 90 days and shall
bear interest at rates fixed from time to time by
the Federal reserve bank, subject to the review
and determination of the Board of Governors of
the Federal Reserve System.

(Dec. 23, 1913, ch. 6, § 13 (par.), as added Mar. 9,
1933, ch. 1, title IV, § 403, 48 Stat. 7; amended
Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat. 704;
Pub. L. 90–505, § 3(b), Sept. 21, 1968, 82 Stat. 856.)

CODIFICATION

Section is comprised of the thirteenth par. of section
13 of act Dec. 23, 1913, as added by act Mar. 9, 1933. For
additional details concerning the enactment and num-
bering of the first twelve and fourteenth pars. of sec-
tion 13, see Codification notes set out under sections 92,
342 to 347, 347d, 361, 372, and 373 of this title.

AMENDMENTS

1968—Pub. L. 90–505 added promissory notes secured
by any obligation which is a direct obligation of, or
fully guaranteed as to principal and interest by, any
agency of the United States to the list of types of
promissory notes on which federal reserve banks may
make advances to individuals, partnerships, and cor-
porations.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 84, 412, 461 of
this title.

§ 347d. Transactions between Federal Reserve
banks and branch or agency of foreign bank;
matters considered

Subject to such restrictions, limitations, and
regulations as may be imposed by the Board of
Governors of the Federal Reserve System, each
Federal Reserve bank may receive deposits
from, discount paper endorsed by, and make ad-
vances to any branch or agency of a foreign
bank in the same manner and to the same ex-
tent that it may exercise such powers with re-
spect to a member bank if such branch or agen-
cy is maintaining reserves with such Reserve
bank pursuant to section 3105 of this title. In ex-

ercising any such powers with respect to any
such branch or agency, each Federal Reserve
bank shall give due regard to account balances
being maintained by such branch or agency with
such Reserve bank and the proportion of the as-
sets of such branch or agency being held as re-
serves under section 3105 of this title. For the
purposes of this paragraph, the terms ‘‘branch’’,
‘‘agency’’, and ‘‘foreign bank’’ shall have the
same meanings assigned to them in section 3101
of this title.

(Dec. 23, 1913, ch. 6, § 13 (par.), as added Pub. L.
95–369, § 7(b), Sept. 17, 1978, 92 Stat. 621.)

CODIFICATION

Section is comprised of the fourteenth (last) par. of
section 13 of act Dec. 23, 1913, as added by act Sept. 17,
1978. For additional details concerning the enactment
and numbering of the first thirteen pars. of section 13,
see Codification notes set out under sections 92, 342 to
347, 347c, 361, 372, and 373 of this title.

PRIOR PROVISIONS

A prior section 347d, act Mar. 9, 1933, ch. 1, § 404, as
added Mar. 24, 1933, ch. 8, § 1, 48 Stat. 20, which related
to direct loans to State banks and trust companies, was
omitted from the Code as terminated since by its own
terms, it was effective for only one year following date
of its enactment, Mar. 24, 1933.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 84, 412, 461 of
this title.

§ 348. Discount of obligations given for agricul-
tural purposes or based upon livestock; col-
lateral security for Federal reserve notes

Upon the indorsement of any of its member
banks, which shall be deemed a waiver of de-
mand, notice, and protest by such bank as to its
own indorsement exclusively, any Federal re-
serve bank may, subject to regulations and limi-
tations to be prescribed by the Board of Gov-
ernors of the Federal Reserve System, discount
notes, drafts, and bills of exchange issued or
drawn for an agricultural purpose, or based upon
livestock, and having a maturity, at the time of
discount, exclusive of days of grace, not exceed-
ing nine months, and such notes, drafts, and
bills of exchange may be offered as collateral se-
curity for the issuance of Federal reserve notes
under the provisions of section 16 of this Act:
Provided, That notes, drafts, and bills of ex-
change with maturities in excess of six months
shall not be eligible as a basis for the issuance
of Federal reserve notes unless secured by ware-
house receipts or other such negotiable docu-
ments conveying or securing title to readily
marketable staple agricultural products or by
chattel mortgage upon livestock which is being
fattened for market.

(Dec. 23, 1913, ch. 6, § 13A (par.), formerly § 13a, as
added Mar. 4, 1923, ch. 252, title IV, § 404, 42 Stat.
1479; amended Aug. 23, 1935, ch. 614, title II,
§ 203(a), 49 Stat. 704; renumbered § 13A, Pub. L.
102–242, title I, § 142(e)(1), Dec. 19, 1991, 105 Stat.
2281.)

REFERENCES IN TEXT

Section 16 of this Act, referred to in text, means sec-
tion 16 of act Dec. 23, 1913. For classification of section
16 to this title, see Codification note set out under sec-
tion 411 of this title.
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CODIFICATION

Section is comprised of first par. of section 13A, for-
merly section 13a, as added Mar. 4, 1923. Pars. 2 to 5 of
section 13A are set out as sections 349 to 352 of this
title, respectively.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 349, 351, 412 of
this title.

§ 348a. Transactions with foreign banks; super-
vision of Board of Governors of the Federal
Reserve System

The Board of Governors of the Federal Reserve
System shall exercise special supervision over
all relationships and transactions of any kind
entered into by any Federal reserve bank with
any foreign bank or banker, or with any group
of foreign banks or bankers, and all such rela-
tionships and transactions shall be subject to
such regulations, conditions, and limitations as
the Board may prescribe. No officer or other rep-
resentative of any Federal reserve bank shall
conduct negotiations of any kind with the offi-
cers or representatives of any foreign bank or
banker without first obtaining the permission of
the Board of Governors of the Federal Reserve
System. The Board of Governors of the Federal
Reserve System shall have the right, in its dis-
cretion, to be represented in any conference or
negotiations by such representative or rep-
resentatives as the Board may designate. A full
report of all conferences or negotiations, and all
understandings or agreements arrived at or
transactions agreed upon, and all other material
facts appertaining to such conferences or nego-
tiations, shall be filed with the Board of Gov-
ernors of the Federal Reserve System in writing
by a duly authorized officer of each Federal re-
serve bank which shall have participated in such
conferences or negotiations.

(Dec. 23, 1913, ch. 6, § 14(g), as added June 16, 1933,
ch. 89, § 10, 48 Stat. 181; amended Aug. 23, 1935,
ch. 614, title II, § 203(a), 49 Stat. 704.)

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 263, 412 of this
title.

§ 349. Rediscount for intermediate credit banks
of obligations given for agricultural pur-
poses; discount of notes made pursuant to
section 1031

Any Federal reserve bank may, subject to reg-
ulations and limitations to be prescribed by the
Board of Governors of the Federal Reserve Sys-
tem, rediscount such notes, drafts, and bills
mentioned in section 348 of this title for any
Federal intermediate credit bank, except that
no Federal reserve bank shall rediscount for a
Federal intermediate credit bank any such note

or obligation which bears the indorsement of a
nonmember State bank or trust company which
is eligible for membership in the Federal reserve
system in accordance with subchapter VIII of
this chapter. Any Federal reserve bank may
also, subject to regulations and limitations to
be prescribed by the Board of Governors of the
Federal Reserve System, discount notes payable
to and bearing the indorsement of any Federal
intermediate credit bank covering loans or ad-
vances made by such bank pursuant to the pro-
visions of section 1031 1 of this title which have
maturities at the time of discount of not more
than nine months, exclusive of days of grace,
and which are secured by notes, drafts, or bills
of exchange eligible for rediscount by Federal
Reserve banks.

(Dec. 23, 1913, ch. 6, § 13A (par.), formerly § 13a, as
added Mar. 4, 1923, ch. 252, title IV, § 404, 42 Stat.
1479; amended May 19, 1932, ch. 191, § 5, 47 Stat.
160; Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat.
704; renumbered § 13A, Pub. L. 102–242, title I,
§ 142(e)(1), Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

Subchapter VIII of this chapter, referred to in text,
was in the original ‘‘section 9 of this Act’’, meaning
section 9 of act Dec. 23, 1913, ch. 6, 38 Stat. 251, as
amended, known as the Federal Reserve Act. Section 9
of the act is classified generally to subchapter VIII
(§ 321 et seq.) of this chapter.

Section 1031 of this title, referred to in text, was re-
pealed by Pub. L. 92–181, title V, § 5.26(a), Dec. 10, 1971,
85 Stat. 624. See section 2074 of this title.

CODIFICATION

Section is comprised of second par. of section 13A,
formerly section 13a, as added Mar. 4, 1923. Pars. 1, 3 to
5 of section 13A are set out as sections 348, 349 to 352 of
this title, respectively.

AMENDMENTS

1932—Act May 19, 1932, inserted last sentence.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 351, 412 of this
title.

§ 350. Purchase and sale of debentures and like
obligations of intermediate credit banks and
agricultural credit corporations

Any Federal reserve bank may also buy and
sell debentures and other such obligations is-
sued by a Federal intermediate credit bank or
by a national agricultural credit corporation,
but only to the same extent as and subject to
the same limitations as those upon which it
may buy and sell bonds issued under title I of
the Federal Farm Loan Act.

(Dec. 23, 1913, ch. 6, § 13A (par.), formerly § 13a, as
added Mar. 4, 1923, ch. 252, title IV, § 404, 42 Stat.
1480; renumbered § 13A, Pub. L. 102–242, title I,
§ 142(e)(1), Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

Title I of the Federal Farm Loan Act, referred to in
text, is title I of act July 17, 1916, ch. 245, 39 Stat. 360.
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Title I was classified to chapter 7 (§ 641 et seq.) of this
title, and was repealed by Pub. L. 92–181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624.

CODIFICATION

Section is comprised of third par. of section 13A, for-
merly section 13a, as added Mar. 4, 1923. Pars. 1, 2, 4 and
5 of section 13A are set out as sections 348, 349, 351 and
352 of this title, respectively.

NATIONAL AGRICULTURAL CREDIT CORPORATION

Title II of the Agricultural Credits Act, act Mar. 4,
1923, title II, §§ 201–217, 42 Stat. 1461, authorized creation
of national agricultural credit corporations, prior to re-
peal by Pub. L. 86–230, Sept. 18, 1959, § 24, 73 Stat. 466.
Prior to such repeal, act June 16, 1933, § 77, 48 Stat. 292,
had prohibited the creation, after June 16, 1933, of na-
tional agricultural credit corporations authorized to be
formed under the Agricultural Credits Act.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 347, 351, 412 of
this title.

§ 351. Obligations of cooperative marketing asso-
ciation as issued or drawn for agricultural
purposes

Notes, drafts, bills of exchange, or acceptances
issued or drawn by cooperative marketing asso-
ciations composed of producers of agricultural
products shall be deemed to have been issued or
drawn for an agricultural purpose, within the
meaning of sections 348 and 349 to 352 of this
title, if the proceeds thereof have been or are to
be advanced by such association to any members
thereof for an agricultural purpose, or have been
or are to be used by such association in making
payments to any members thereof on account of
agricultural products delivered by such mem-
bers to the association, or if such proceeds have
been or are to be used by such association to
meet expenditures incurred or to be incurred by
the association in connection with the grading,
processing, packing, preparation for market, or
marketing of any agricultural product handled
by such association for any of its members: Pro-
vided, That the express enumeration in this sec-
tion of certain classes of paper of cooperative
marketing associations as eligible for rediscount
shall not be construed as rendering ineligible
any other class of paper of such associations
which is now eligible for rediscount.

(Dec. 23, 1913, ch. 6, § 13A (par.), formerly § 13a, as
added Mar. 4, 1923, ch. 252, title IV, § 404, 42 Stat.
1480; renumbered § 13A, Pub. L. 102–242, title I,
§ 142(e)(1), Dec. 19, 1991, 105 Stat. 2281.)

CODIFICATION

Section is comprised of fourth par. of section 13A, for-
merly section 13a, as added Mar. 4, 1923. Pars. 1 to 3 and
5 of section 13A are set out as sections 348, 349, 350 and
352 of this title, respectively.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 412 of this title.

§ 352. Limitation on amount of obligations of cer-
tain maturities which may be discounted and
rediscounted

The Board of Governors of the Federal Reserve
System may, by regulation, limit to a percent-
age of the assets of a Federal reserve bank the

amount of notes, drafts, acceptances, or bills
having a maturity in excess of three months,
but not exceeding six months, exclusive of days
of grace, which may be discounted by such bank,
and the amount of notes, drafts, bills, or accept-
ances having a maturity in excess of six months,
but not exceeding nine months, which may be
rediscounted by such bank.

(Dec. 23, 1913, ch. 6, § 13A (par.), formerly § 13a, as
added Mar. 4, 1923, ch. 252, title IV, § 404, 42 Stat.
1480; amended Aug. 23, 1935, ch. 614, title II,
§ 203(a), 49 Stat. 704; renumbered § 13A, Pub. L.
102–242, title I, § 142(e)(1), Dec. 19, 1991, 105 Stat.
2281.)

CODIFICATION

Section is comprised of fifth par. of section 13A, for-
merly section 13a, as added Mar. 4, 1923. Pars. 1 to 4 of
section 13A are set out as sections 348, 349 to 351 of this
title, respectively.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 351, 412 of this
title.

§ 352a. Repealed. Pub. L. 85�699, title VI, § 601,
Aug. 21, 1958, 72 Stat. 697

Section, act Dec. 23, 1913, ch. 6, § 13b, as added June
19, 1934, ch. 653, § 1, 48 Stat. 1105; amended Aug. 23, 1935,
ch. 614, title III, § 323, 49 Stat. 714, authorized Federal
Reserve Banks to make loans to industrial and com-
mercial businesses and to discount or purchase indus-
trial obligations from financial institutions, and cre-
ated an industrial advisory committee.

EFFECTIVE DATE OF REPEAL

Section 601 of Pub. L. 85–699 provided that the repeal
of this section is effective one year after Aug. 21, 1958.

SAVINGS PROVISION

Section 601 of Pub. L. 85–699 provided that the repeal
of this section shall not affect the power of any Federal
Reserve bank to carry out, or protect its interest
under, any agreement theretofore made or transaction
entered into in carrying on operations under this sec-
tion.

FUND FOR MANAGEMENT COUNSELING

Section 602(a), (b) of Pub. L. 85–699 provided that:
‘‘(a) Within sixty days after the enactment of this

Act [Aug. 21, 1958], each Federal Reserve bank shall pay
to the United States the aggregate amount which the
Secretary of the Treasury has heretofore paid to such
bank under the provisions of section 13b of the Federal
Reserve Act [this section]; and such payment shall con-
stitute a full discharge of any obligation or liability of
the Federal Reserve bank to the United States or to
the Secretary of the Treasury arising out of subsection
(e) of said section 13b [subsec. (e) of this section] or out
of any agreement thereunder.

‘‘(b) The amounts repaid to the United States pursu-
ant to subsection (a) of this section shall be covered
into a special fund in the Treasury which shall be avail-
able for grants under section 7(d) of the Small Business
Act [section 636(d) of Title 15, Commerce and Trade].
Any remaining balance of funds set aside in the Treas-
ury for payments under section 13b of the Federal Re-
serve Act [this section] shall be covered into the Treas-
ury as miscellaneous receipts.’’
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§ 353. Purchase and sale of cable transfers,
acceptances and bills

Any Federal reserve bank may, under rules
and regulations prescribed by the Board of Gov-
ernors of the Federal Reserve System, purchase
and sell in the open market, at home or abroad,
either from or to domestic or foreign banks,
firms, corporations, or individuals, cable trans-
fers and bankers’ acceptances and bills of ex-
change of the kinds and maturities by this chap-
ter made eligible for rediscount, with or without
the indorsement of a member bank.

(Dec. 23, 1913, ch. 6, § 14 (par.), 38 Stat. 264; Aug.
23, 1935, ch. 614, title II, § 203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of opening par. of section 14 of
act Dec. 23, 1913. Subsecs. (a) to (e) of section 14 and
subsec. (f) of section 14, as added Mar. 4, 1923, ch. 252,
title IV, § 405, 42 Stat. 1480, are set out as sections 354
to 359 of this title, respectively.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 263, 412 of this
title.

§ 354. Transactions involving gold coin, bullion,
and certificates

Every Federal reserve bank shall have power
to deal in gold coin and bullion at home or
abroad, to make loans thereon, exchange Fed-
eral reserve notes for gold, gold coin, or gold
certificates, and to contract for loans of gold
coin or bullion, giving therefor, when necessary,
acceptable security, including the hypo-
thecation of United States bonds or other secu-
rities which Federal reserve banks are author-
ized to hold.

(Dec. 23, 1913, ch. 6, § 14(a), 38 Stat. 264.)

CODIFICATION

Section is comprised of subsec. (a) of section 14 of act
Dec. 23, 1913. For classification to this title of remain-
der of section 14, see Codification note set out under
section 353 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 263, 412 of this
title.

§ 355. Purchase and sale of obligations of Na-
tional, State, and municipal governments;
open market operations; purchases and sales
from or to United States; maximum aggre-
gate amount of obligations acquired directly
from or loaned directly to United States

Every Federal Reserve bank shall have power:
(1) To buy and sell, at home or abroad, bonds

and notes of the United States, bonds issued
under the provisions of subsection (c) of section
1463 1 of this title and having maturities from
date of purchase of not exceeding six months,
and bills, notes, revenue bonds, and warrants
with a maturity from date of purchase of not ex-

ceeding six months, issued in anticipation of the
collection of taxes or in anticipation of the re-
ceipt of assured revenues by any State, county,
district, political subdivision, or municipality in
the continental United States, including irriga-
tion, drainage and reclamation districts, and ob-
ligations of, or fully guaranteed as to principal
and interest by, a foreign government or agency
thereof, such purchases to be made in accord-
ance with rules and regulations prescribed by
the Board of Governors of the Federal Reserve
System. Notwithstanding any other provision of
this chapter, any bonds, notes, or other obliga-
tions which are direct obligations of the United
States or which are fully guaranteed by the
United States as to principal and interest may
be bought and sold without regard to maturities
but only in the open market.

(2) To buy and sell in the open market, under
the direction and regulations of the Federal
Open Market Committee, any obligation which
is a direct obligation of, or fully guaranteed as
to principal and interest by, any agency of the
United States.

(Dec. 23, 1913, ch. 6, § 14(b), 38 Stat. 264; Jan. 31,
1934, ch. 7, § 16(b), 48 Stat. 348; Apr. 27, 1934, ch.
168, § 7(b), 48 Stat. 646; Aug. 23, 1935, ch. 614, title
II, §§ 203(a), 206(a), 49 Stat. 704, 706; Mar. 27, 1942,
ch. 199, title IV, § 401, 56 Stat. 180; Apr. 28, 1947,
ch. 44, 61 Stat. 56; June 30, 1950, ch. 425, 64 Stat.
307; June 23, 1952, ch. 454, 66 Stat. 154; June 29,
1954, ch. 422, 68 Stat. 329; June 25, 1956, ch. 447, 70
Stat. 339; Pub. L. 85–476, June 30, 1958, 72 Stat.
261; Pub. L. 86–567, July 1, 1960, 74 Stat. 295; Pub.
L. 87–353, § 3(d), Oct. 4, 1961, 75 Stat. 773; Pub. L.
87–506, June 28, 1962, 76 Stat. 112; Pub. L. 88–344,
June 30, 1964, 78 Stat. 235; Pub. L. 89–484, June 30,
1966, 80 Stat. 235; Pub. L. 89–597, § 6, Sept. 21, 1966,
80 Stat. 825; Pub. L. 90–300, May 4, 1968, 82 Stat.
113; Pub. L. 91–360, July 31, 1970, 84 Stat. 668;
Pub. L. 92–45, July 2, 1971, 85 Stat. 100; Pub. L.
93–93, Aug. 14, 1973, 87 Stat. 314; Pub. L. 93–495,
title I, § 109, Oct. 28, 1974, 88 Stat. 1505; Pub. L.
94–125, Nov. 12, 1975, 89 Stat. 678; Pub. L. 95–22,
title II, § 201, Apr. 19, 1977, 91 Stat. 49; Pub. L.
95–128, title II, § 209, Oct. 12, 1977, 91 Stat. 1131;
Pub. L. 95–154, Nov. 7, 1977, 91 Stat. 1256; Pub. L.
95–534, Oct. 27, 1978, 92 Stat. 2032; Pub. L. 96–18,
§§ 1, 3, June 8, 1979, 93 Stat. 35, 36; Pub. L. 96–221,
title I, § 105(b)(2), Mar. 31, 1980, 94 Stat. 140.)

REFERENCES IN TEXT

Section 1463 of this title, referred to in text, was re-
pealed by Pub. L. 89–554, § 8(a), Sept. 6, 1966, 80 Stat. 648.

CODIFICATION

Section is comprised of subsec. (b) of section 14 of act
Dec. 23, 1913. For classification to this title of remain-
der of section 14, see Codification note set out under
section 353 of this title.

AMENDMENTS

1980—Par. (1). Pub. L. 96–221 inserted provisions relat-
ing to obligations of a foreign government or agency
thereof.

1979—Par. (1). Pub. L. 96–18, § 1(a), struck out proviso
under which Federal Reserve banks had been allowed,
until May 1, 1979, to buy and sell either in the open
market or directly from or to the United States bonds,
notes, or other obligations which were direct obliga-
tions of the United States or which were fully guaran-
teed by the United States and, after Apr. 30, 1979, had
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allowed such obligations to be purchased but only in
the open market.

Pub. L. 96–18, § 3(b), inserted provision that notwith-
standing any other provision of this chapter, any
bonds, notes, or other obligations which are direct obli-
gations of the United States or which are fully guaran-
teed by the United States as to principal and interest
may be bought and sold without regard to maturities
but only in the open market.

Par. (2). Pub. L. 96–18, §§ 1(b), 3(a), temporarily sub-
stituted ‘‘the United States or any agency of the
United States, and to lend, under the direction and reg-
ulations of the Federal Open Market Committee, any
such obligation to the Secretary of the Treasury’’ for
‘‘any agency of the United States’’. See Effective and
Termination Dates of 1979 Amendment note set out
below.

Pars. (3), (4). Pub. L. 96–18, §§ 1(c), 3(a), temporarily
added pars. (3) and (4). See Effective and Termination
Dates of 1979 Amendment note set out below.

1978—Par. (1). Pub. L. 95–534 substituted ‘‘May 1, 1979’’
for ‘‘May 1, 1978’’ and ‘‘April 30, 1979’’ for ‘‘April 30,
1978’’.

1977—Par. (1). Pub. L. 95–154 substituted ‘‘May 1, 1978’’
for ‘‘October 1, 1977’’ and ‘‘April 30, 1978’’ for ‘‘Septem-
ber 30, 1977’’.

Pub. L. 95–128 substituted ‘‘October 1, 1977’’ for ‘‘No-
vember 1, 1978’’ and ‘‘September 30, 1977’’ for ‘‘October
31, 1978’’.

Pub. L. 95–22 substituted ‘‘November 1, 1978’’ for ‘‘No-
vember 1, 1976’’ and ‘‘October 31, 1978’’ for ‘‘October 31,
1976’’.

1975—Par. (1). Pub. L. 94–125 substituted ‘‘November 1,
1976’’ for ‘‘November 1, 1975’’ and ‘‘October 31, 1976’’ for
‘‘October 31, 1975’’.

1974—Par. (1). Pub. L. 93–495 substituted ‘‘November 1,
1975 for ‘‘November 1, 1973’’ and ‘‘October 31, 1975’’ for
‘‘October 31, 1973’’.

1973—Par. (1). Pub. L. 93–93 substituted ‘‘November 1,
1973’’ for ‘‘July 1, 1973’’ and ‘‘October 31, 1973’’ for ‘‘June
30, 1973’’.

1971—Par. (1). Pub. L. 92–45 substituted ‘‘July 1, 1973’’
for ‘‘July 1, 1971’’ and ‘‘June 30, 1973’’ for ‘‘June 30,
1971’’.

1970—Par. (1). Pub. L. 91–360 substituted ‘‘July 1, 1971’’
for ‘‘July 1, 1970’’ and ‘‘June 30, 1971’’ for ‘‘June 30,
1970’’.

1968—Par. (1). Pub. L. 90–300 substituted ‘‘July 1, 1970’’
for ‘‘July 1, 1968’’ and ‘‘June 30, 1970’’ for ‘‘June 30,
1968’’.

1966—Pub. L. 89–597 designated existing provisions as
par. (1) and added par. (2).

Pub. L. 89–484 substituted ‘‘July 1, 1968’’ for ‘‘July 1,
1966’’ and ‘‘June 30, 1968’’ for ‘‘June 30, 1966’’.

1964—Pub. L. 88–344 substituted ‘‘July 1, 1966’’ for
‘‘July 1, 1964’’, and ‘‘June 30, 1966’’ for ‘‘June 30, 1964’’.

1962—Pub. L. 87–506 substituted ‘‘July 1, 1964’’ for
‘‘July 1, 1962’’ and ‘‘June 30, 1964’’ for ‘‘June 30, 1962.’’

1961—Pub. L. 87–353 struck out provision authorizing
every Federal reserve bank to buy and sell, at home or
abroad, bonds of the Federal Farm Mortgage Corpora-
tion having maturities from date of purchase of not ex-
ceeding six months.

1960—Pub. L. 86–567 substituted ‘‘July 1, 1962’’ for
‘‘July 1, 1960’’ and ‘‘June 30, 1962’’ for ‘‘June 30, 1960’’.

1958—Pub. L. 85–476 substituted ‘‘July 1, 1960’’ for
‘‘July 1, 1958’’ and ‘‘June 30, 1960’’ for ‘‘June 30, 1958’’.

1956—Act June 25, 1956, substituted ‘‘July 1, 1958’’ for
‘‘July 1, 1956’’ and ‘‘June 30, 1958’’ for ‘‘June 30, 1958’’.

1954—Act June 29, 1954, substituted ‘‘July 1, 1956’’ for
‘‘July 1, 1954’’ and ‘‘June 30, 1956’’ for ‘‘June 30, 1954’’.

1952—Act June 23, 1952, substituted ‘‘July 1, 1954’’ for
‘‘July 1, 1952’’ and ‘‘June 30, 1954’’ for ‘‘June 30, 1952’’.

1950—Act June 30, 1950, substituted ‘‘July 1, 1952’’ for
‘‘July 1, 1950’’ and ‘‘June 30, 1952’’ for ‘‘June 30, 1950’’.

1947—Act Apr. 28, 1947, substituted proviso which al-
lows the Federal Reserve banks to buy and sell either
in the open market or directly from or to the United
States any bonds, notes, or other obligations which are
direct obligations of the United States or are fully

guaranteed by the United States but limits the aggre-
gate amount to be held at any one time to $5,000,000,000,
and after June 30, 1950 allows such obligation to be pur-
chased, but only in the open market for former proviso.

1942—Act Mar. 27, 1942, amended proviso generally.
1935—Act Aug. 23, 1935, § 206(a), inserted proviso.
1934—Act Apr. 27, 1934, authorized purchase and sale

of bonds issued under subsec. (c) of [former] section 1463
of this title.

Act Jan. 31, 1934, authorized purchase and sale of
bonds of Federal Farm Mortgage Corporation.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

EFFECTIVE DATE AND APPLICABILITY OF 1980
AMENDMENT

Amendment by Pub. L. 96–221 effective on first day of
sixth month which begins after Mar. 31, 1980, see sec-
tion 108 of Pub. L. 96–221, set out as an Effective Date
of 1980 Amendment note under section 248 of this title.

Section 105(b)(2) of Pub. L. 96–221 provided that the
amendment by that section is applicable as this section
is in effect on first day of sixth month which begins
after March 31, 1980, and as it will be in effect on June
1, 1981.

EFFECTIVE AND TERMINATION DATES OF 1979
AMENDMENT

Section 3(a) of Pub. L. 96–18 provided that: ‘‘Except
for the amendments made by subsection (a) of the first
section of this Act [amending par. (1) of this section],
and except for the amendment made by subsection (b)
of this section [amending par. (1) of this section effec-
tive upon the expiration of the two-year period begin-
ning on June 8, 1979], the amendments made by this Act
[enacting section 359a of this title and pars. (3) and (4)
of this section and amending par. (2) of this section]
shall be effective only during the two-year period
which begins on the date of enactment of this Act
[June 8, 1979]. Upon the expiration of such period, each
provision of law amended by this Act [enacting section
359a of this title and amending this section], except sec-
tion 14(b)(1) of the Federal Reserve Act [par. (1) of this
section], is amended to read as it did immediately prior
to the enactment of this Act.’’

Section 3(b) of Pub. L. 96–18 provided that the amend-
ment made by that section is effective ‘‘Upon the expi-
ration of the 2-year period which begins on the date of
enactment of this Act [June 8, 1979]’’.

EXPIRATION OF 1942 AMENDMENT

Amendment of the proviso of this section by act Mar.
27, 1942, remained in force only until the date fixed by
section 645 of Appendix to Title 50, War and National
Defense, after which provisions in force before the
amendment again became effective. Before the 1942
amendment, the proviso of this section read: ‘‘Provided,
That any bonds, notes, or other obligations which are
direct obligations of the United States or which are
fully guaranteed by the United States as to principal
and interest may be bought and sold without regard to
maturities but only in the open market.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 263, 347, 412, 2158
of this title; title 20 section 1087–2.

§ 356. Purchase of commercial paper from mem-
ber banks and sale of same

Every Federal reserve bank shall have power
to purchase from member banks and to sell,
with or without its indorsement, bills of ex-
change arising out of commercial transactions,
as hereinbefore defined.
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(Dec. 23, 1913, ch. 6, § 14(c), 38 Stat. 264.)

CODIFICATION

Section is comprised of subsec. (c) of section 14 of act
Dec. 23, 1913. For classification to this title of remain-
der of section 14, see Codification note under section 353
of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 263, 412 of this
title.

§ 357. Establishment of rates of discount

Every Federal reserve bank shall have power
to establish from time to time, subject to review
and determination of the Board of Governors of
the Federal Reserve System, rates of discount to
be charged by the Federal reserve bank for each
class of paper, which shall be fixed with a view
of accommodating commerce and business, but
each such bank shall establish such rates every
fourteen days, or oftener if deemed necessary by
the Board.

(Dec. 23, 1913, ch. 6, § 14(d), 38 Stat. 264; Apr. 13,
1920, ch. 128, 41 Stat. 550; Mar. 4, 1923, ch. 252,
title IV, § 407, 42 Stat. 1480; Aug. 23, 1935, ch. 614,
title II, §§ 203(a), 206(b), 49 Stat. 704, 706.)

CODIFICATION

Section is comprised of subsec. (d) of section 14 of act
Dec. 23, 1913. For classification to this title of remain-
der of section 14, see Codification note under section 353
of this title.

AMENDMENTS

1935—Act Aug. 23, 1935, § 206(b), inserted words at end
of section beginning ‘‘but each such’’.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 263, 343, 412 of
this title.

§ 358. Establishment of accounts for purposes of
open-market operations; correspondents and
agencies

Every Federal reserve bank shall have power
to establish accounts with other Federal reserve
banks for exchange purposes and, with the con-
sent or upon the order and direction of the
Board of Governors of the Federal Reserve Sys-
tem and under regulations to be prescribed by
said Board, to open and maintain accounts in
foreign countries, appoint correspondents, and
establish agencies in such countries wheresoever
it may be deemed best for the purpose of pur-
chasing, selling, and collecting bills of ex-
change, and to buy and sell, with or without its
indorsement, through such correspondents or
agencies, bills of exchange (or acceptances) aris-
ing out of actual commercial transactions which
have not more than ninety days to run, exclu-
sive of days of grace, and which bear the signa-
ture of two or more responsible parties, and,
with the consent of the Board of Governors of
the Federal Reserve System, to open and main-
tain banking accounts for such foreign cor-
respondents or agencies, or for foreign banks or

bankers, or for foreign states as defined in sec-
tion 632 of this title. Whenever any such account
has been opened or agency or correspondent has
been appointed by a Federal reserve bank, with
the consent of or under the order and direction
of the Board of Governors of the Federal Reserve
System, any other Federal reserve bank may,
with the consent and approval of the Board of
Governors of the Federal Reserve System, be
permitted to carry on or conduct, through the
Federal reserve bank opening such account or
appointing such agency or correspondent, any
transactions authorized by this section under
rules and regulations to be prescribed by the
board.

(Dec. 23, 1913, ch. 6, § 14(e), 38 Stat. 264; Sept. 7,
1916, ch. 461, 39 Stat. 754; June 21, 1917, ch. 32, § 6,
40 Stat. 235; Aug. 23, 1935, ch. 614, title II, § 203(a),
49 Stat. 704; Apr. 7, 1941, ch. 43, § 1, 55 Stat. 131.)

CODIFICATION

Section is comprised of subsec. (e) of section 14 of act
Dec. 23, 1913. For classification to this title of remain-
der of section 14, see Codification note under section 353
of this title.

AMENDMENTS

1941—Act Apr. 7, 1941, inserted in first sentence ‘‘and
which bear the signature of two or more responsible
parties’’ and ‘‘or for foreign states as defined in section
632 of this title’’.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 263, 412 of this
title.

§ 359. Purchase and sale of acceptances of inter-
mediate credit banks and agricultural credit
corporations

Every Federal reserve bank shall have power
to purchase and sell in the open market, either
from or to domestic banks, firms, corporations,
or individuals, acceptances of Federal inter-
mediate credit banks and of national agricul-
tural credit corporations, whenever the Board of
Governors of the Federal Reserve System shall
declare that the public interest so requires.

(Dec. 23, 1913, ch. 6, § 14(f), as added Mar. 4, 1923,
ch. 252, title IV, § 405, 42 Stat. 1480; amended
Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat.
704.)

CODIFICATION

Section is comprised of subsec. (f) of section 14 of act
Dec. 23, 1913, as added Mar. 4, 1923. For classification to
this title of remainder of section 14, see Codification
note under section 353 of this title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

NATIONAL AGRICULTURAL CREDIT CORPORATION

Title II of the Agricultural Credits Act, act Mar. 4,
1923, title II, §§ 201–217, 42 Stat. 1461, authorized creation
of national agricultural credit corporations, prior to re-
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peal by Pub. L. 86–230, Sept. 8, 1959, § 24, 73 Stat. 466.
Prior to such repeal, act June 16, 1933, § 77, 48 Stat. 292,
had prohibited the creation, after June 16, 1933, of na-
tional agricultural credit corporations authorized to be
formed under the Agricultural Credits Act.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 263, 412 of this
title.

§ 359a. Omitted

CODIFICATION

Section, act Dec. 23, 1913, ch. 6, § 14(h), as added June
8, 1979, Pub. L. 96–18, § 2, 93 Stat. 35, which authorized
the Secretary of the Treasury to borrow and sell in
open market, and required the repurchase and return of
obligations to Federal Reserve Banks, was effective
only during the two-year period that began June 8, 1979,
as provided by section 3(a) of Pub. L. 96–18.

§ 360. Receiving checks and drafts on deposit at
par; charges for collections, exchange, and
clearances

Every Federal reserve bank shall receive on
deposit at par from depository institutions or
from Federal reserve banks checks and other
items, including negotiable orders of withdrawal
and share drafts and drafts drawn upon any of
its depositors, and when remitted by a Federal
reserve bank, checks and other items, including
negotiable orders of withdrawal and share drafts
and drafts drawn by any depositor in any other
Federal reserve bank or depository institution
upon funds to the credit of said depositor in said
reserve bank or depository institution. Nothing
herein contained shall be construed as prohibit-
ing a depository institution from charging its
actual expense incurred in collecting and remit-
ting funds, or for exchange sold to its patrons.
The Board of Governors of the Federal Reserve
System shall, by rule, fix the charges to be col-
lected by the depository institutions from its
patrons whose checks and other items, including
negotiable orders of withdrawal and share drafts
are cleared through the Federal reserve bank
and the charge which may be imposed for the
service of the clearing or collection rendered by
the Federal reserve bank.

(Dec. 23, 1913, ch. 6, § 16 (par.), 38 Stat. 265; Aug.
23, 1935, ch. 614, title II, § 203(a), 49 Stat. 704; Pub.
L. 96–221, title I, § 105(c), Mar. 31, 1980, 94 Stat.
140.)

CODIFICATION

Section is comprised of thirteenth par. of section 16
of act Dec. 23, 1913. For classification to this title of
other paragraphs of section 16, see Codification note set
out under section 411 of this title.

AMENDMENTS

1980—Pub. L. 96–221 substituted references to deposi-
tory institutions for references to member banks wher-
ever appearing and inserted references to applicability
to other items, including negotiable orders of with-
drawal and share drafts.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96–221 effective on first day of
sixth month which begins after Mar. 31, 1980, see sec-

tion 108 of Pub. L. 96–221, set out as a note under sec-
tion 248 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 348, 461 of this
title.

§ 361. Bills receivable, bills of exchange, accept-
ances; regulations by Board of Governors

The discount and rediscount and the purchase
and sale by any Federal reserve bank of any
bills receivable and of domestic and foreign bills
of exchange, and of acceptances authorized by
this chapter, shall be subject to such restric-
tions, limitations, and regulations as may be
imposed by the Board of Governors of the Fed-
eral Reserve System.

(Dec. 23, 1913, ch. 6, § 13 (par.), 38 Stat. 264; Sept.
7, 1916, ch. 461, 39 Stat. 753; Aug. 23, 1935, ch. 614,
§ 203(a), 49 Stat. 704.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this Act’’, meaning act Dec. 23, 1913, ch. 6, 38 Stat. 251,
as amended, known as the Federal Reserve Act. For
complete classification of this Act to the Code, see Ref-
erences in Text note set out under section 226 of this
title and Tables.

CODIFICATION

Section is based on the tenth par. of section 13 of act
Dec. 23, 1913, as amended. The tenth par. constituted
the eighth par. of section 13 in 1916 (39 Stat. 753), be-
came the ninth par. in 1923 (42 Stat. 1478), and became
the tenth par. in 1932 (47 Stat. 715). For further details,
see Codification notes under sections 342 to 344 of this
title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed the name
of the Federal Reserve Board to Board of Governors of
the Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 412 of this title.

§§ 362 to 364. Omitted

CODIFICATION

Section 362, act June 1, 1955, ch. 113, title I, 69 Stat.
72, which related to reimbursement of Federal Reserve
banks and branches for necessary expenses incident to
deposit of withheld taxes in Government depositories,
was from the Treasury-Post Office Appropriation Act,
1956, and was not repeated in subsequent appropriation
acts.

Similar provisions were contained in the following
prior appropriation acts:

May 28, 1954, ch. 242, title I, 68 Stat. 144.
June 18, 1953, ch. 132, title I, 67 Stat 67.
June 30, 1952, ch. 523, title I, 66 Stat. 289.
Aug. 11, 1951, ch. 301, title I, 65 Stat. 182.
Sept. 6, 1950, ch. 896, Ch. IV, title I, 64 Stat. 634.
June 30, 1949, ch. 286, title I, 63 Stat. 358.
June 14, 1948, ch. 466, title I, 62 Stat. 409.
Section 363, act June 1, 1955, ch. 113, title I, 69 Stat.

72, which related to reimbursement of Federal Reserve
banks and branches for necessary expenses incident to
verification and destruction of unfit United States
paper currency, was from the Treasury-Post Office Ap-
propriation Act, 1956, and was not repeated in subse-
quent appropriation acts.

Similar provisions were contained in the following
prior appropriation act: May 28, 1954, ch. 242, title I, 68
Stat. 144.

Section 364, act Sept. 26, 1970, Pub. L. 91–422, title II,
84 Stat. 875, which related to reimbursement of Federal
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Reserve banks and branches for expenditures as fiscal
agents of the United States on account of Post Office
Department operations, was from the Treasury, Post
Office, and Executive Office Appropriation Act, 1971,
and was not repeated in subsequent appropriation acts.

SUBCHAPTER X—POWERS AND DUTIES OF
MEMBER BANKS

§ 371. Real estate loans

(a) Authorization to make real estate loans; or-
ders, rules, and regulations of Comptroller of
the Currency

Any national banking association may make,
arrange, purchase or sell loans or extensions of
credit secured by liens on interests in real es-
tate, subject to section 1828(o) of this title and
such restrictions and requirements as the Comp-
troller of the Currency may prescribe by regula-
tion or order.

(b) Eligibility for discount as commercial paper
of notes representing loans financing con-
struction of residential or farm buildings;
prerequisites

Notes representing loans made under this sec-
tion to finance the construction of residential or
farm buildings and having maturities not to ex-
ceed nine months shall be eligible for discount
as commercial paper within the terms of the
first paragraph of section 343 of this title if ac-
companied by a valid and binding agreement to
advance the full amount of the loan upon the
completion of the building entered into by an in-
dividual, partnership, association, or corpora-
tion acceptable to the discounting bank.

(Dec. 23, 1913, ch. 6, § 24, 38 Stat. 273; Sept. 7, 1916,
ch. 461, 39 Stat. 754; Feb. 25, 1927, ch. 191, § 16, 44
Stat. 1232; June 27, 1934, ch. 847, § 505, 48 Stat.
1263; Aug. 23, 1935, ch. 614, title II, § 208, title III,
§ 328, 49 Stat. 706, 717; Mar. 28, 1941, ch. 31, § 8, 55
Stat. 62; July 22, 1937, ch. 517, § 15(a), as added
Aug. 14, 1946, ch. 964, § 5, 60 Stat. 1079; May 25,
1948, ch. 334, § 9, 62 Stat. 265; Oct. 25, 1949, ch. 729,
§ 6, 63 Stat. 906; Apr. 20, 1950, ch. 94, title V, § 502,
64 Stat. 80; Sept. 1, 1951, ch. 378, title II, § 207,
title V, § 503, 65 Stat. 303, 312; Aug. 15, 1953, ch.
510, 67 Stat. 613; July 22, 1954, ch. 561, 68 Stat.
525; Aug. 28, 1937, ch. 870, § 10(f), as added Aug. 17,
1954, ch. 751, § 1(4), 68 Stat. 736; Aug. 11, 1955, ch.
781, §§ 1, 2, 69 Stat. 633, 634; Pub. L. 85–536, § 3,
July 18, 1958, 72 Stat. 396; Pub. L. 86–251, § 4,
Sept. 9, 1959, 73 Stat. 489; Pub. L. 87–70, title
VIII, § 804(c), title IX, § 902, June 30, 1961, 75 Stat.
188, 191; Pub. L. 87–717, Sept. 28, 1962, 76 Stat. 662;
Pub. L. 88–341, June 30, 1964, 78 Stat. 233; Pub. L.
88–560, title X, § 1004, Sept. 2, 1964, 78 Stat. 807;
Pub. L. 89–117, title II, § 201(b)(2), title XI, § 1111,
Aug. 10, 1965, 79 Stat. 465, 509; Pub. L. 89–754,
title V, § 504(a)(2), Nov. 3, 1966, 80 Stat. 1277; Pub.
L. 90–19, § 26, May 25, 1967, 81 Stat. 28; Pub. L.
90–448, title IV, § 416(b), title XVII, § 1718, Aug. 1,
1968, 82 Stat. 518, 609; Pub. L. 91–351, title VII,
§ 704, July 24, 1970, 84 Stat. 462; Pub. L. 91–609,
title VII, § 727(c), Dec. 31, 1970, 84 Stat. 1803; Pub.
L. 93–383, title VII, § 711, title VIII, § 802(i)(1),
Aug. 22, 1974, 88 Stat. 716, 725; Pub. L. 97–320,
title IV, § 403(a), Oct. 15, 1982, 96 Stat. 1510; Pub.
L. 102–242, title III, § 304(b), Dec. 19, 1991, 105
Stat. 2354.)

AMENDMENTS

1991—Subsec. (a). Pub. L. 102–242 substituted ‘‘section
1828(o) of this title and such restrictions and require-
ments as the Comptroller of the Currency may pre-
scribe by regulation or order’’ for ‘‘such terms, condi-
tions, and limitations as may be prescribed by the
Comptroller of the Currency by order, rule, or regula-
tion’’.

1982—Subsec. (a). Pub. L. 97–320 amended subsec. (a)
generally. Prior to amendment subsec. (a) read as fol-
lows:

‘‘(1) Any national banking association may make real
estate loans, secured by liens upon unimproved real es-
tate, upon improved real estate, including improved
farmland and improved business and residential prop-
erties, and upon real estate to be improved by a build-
ing or buildings to be constructed or in the process of
construction, in an amount which when added to the
amount unpaid upon prior mortgages, liens, encum-
brances, if any, upon such real estate does not exceed
the respective proportions of appraised value as pro-
vided in this section. A loan secured by real estate
within the meaning of this section shall be in the form
of an obligation or obligations secured by a mortgage,
trust deed, or other instrument, which shall constitute
a lien on real estate in fee or, under such rules and reg-
ulations as may be prescribed by the Comptroller of the
Currency, on a leasehold under a lease which does not
expire for at least ten years beyond the maturity date
of the loan, and any national banking association may
purchase or sell any obligations so secured in whole or
in part. The amount of any such loan hereafter made
shall not exceed 662⁄3 per centum of the appraised value
if such real estate is unimproved, 75 per centum of the
appraised value if such real estate is improved by off-
site improvements such as streets, water, sewers, or
other utilities, 75 per centum of the appraised value if
such real estate is in the process of being improved by
a building or buildings to be constructed or in the proc-
ess of construction, or 90 per centum of the appraised
value if such real estate is improved by a building or
buildings. If any such loan exceeds 75 per centum of the
appraised value of the real estate or if the real estate
is improved with a one- to four-family dwelling, install-
ment payments shall be required which are sufficient
to amortize the entire principal of the loan within a pe-
riod of not more than thirty years.

‘‘(2) The limitations and restrictions set forth in
paragraph (1) shall not prevent the renewal or exten-
sion of loans heretofore made and shall not apply to
real estate loans (A) which are insured under the provi-
sions of the National Housing Act [12 U.S.C. 1701 et
seq.], (B) which are insured by the Secretary of Agri-
culture pursuant to title I of the Bankhead-Jones Farm
Tenant Act, or the Act of August 28, 1937, as amended,
or title V of the Housing Act of 1949, as amended, [42
U.S.C. 1471 et seq.], or (C) which are guaranteed by the
Secretary of Housing and Urban Development, for the
payment of the obligations of which the full faith and
credit of the United States is pledged, and such limita-
tions and restrictions shall not apply to real estate
loans which are fully guaranteed or insured by a State,
or any agency or instrumentality thereof, or by a State
authority for the payment of the obligations of which
the faith and credit of the State is pledged, if under the
terms of the guaranty or insurance agreement the asso-
ciation will be assured of repayment in accordance
with the terms of the loan, or to any loan at least 20
per centum of which is guaranteed under chapter 37 of
title 38, or to obligations guaranteed under section 1440
of title 42.

‘‘(3) Loans which are guaranteed or insured as de-
scribed in paragraph (2) shall not be taken into account
in determining the amount of real estate loans which a
national banking association may make in relation to
its capital and surplus or its time and savings deposits
or in determining, the amount of real estate loans se-
cured by other than first liens. Where the collateral for
any loan consists partly of real estate security and
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partly of other security, including a guaranty or en-
dorsement by or an obligation or commitment of a per-
son other than the borrower, only the amount by which
the loan exceeds the value as collateral of such other
security shall be considered a loan upon the security of
real estate, and in no event shall a loan be considered
as a real estate loan where there is a valid and binding
agreement which is entered into by a financially re-
sponsible lender or other party either directly with the
association or which is for the benefit of or has been as-
signed to the association and pursuant to which agree-
ment the lender or other party is required to advance
to the association within sixty months from the date of
the making of such loan the full amount of the loan to
be made by the association upon the security of real es-
tate. Except as otherwise provided, no such association
shall make real estate loans in an aggregate sum in ex-
cess of the amount of the capital stock of such associa-
tion paid in and unimpaired plus the amount of its un-
impaired surplus fund, or in excess of the amount of its
time and savings deposits, whichever is greater: Pro-
vided, That the amount unpaid upon real estate loans
secured by other than first liens, when added to the
amount unpaid upon prior mortgages, liens, and en-
cumbrances, shall not exceed in an aggregate sum 20
per centum of the amount of the capital stock of such
association paid in and unimpaired plus 20 per centum
of the amount of its unimpaired surplus fund.’’

Subsec. (b). Pub. L. 97–320 redesignated subsec. (d) as
(b) and struck out former subsec. (b) ‘‘Any national
banking association may make real estate loans se-
cured by liens upon forest tracts which are properly
managed in all respects. Such loans shall be in the form
of an obligation or obligations secured by mortgage,
trust deed, or other such instrument; and any national
banking association may purchase or sell any obliga-
tions so secured in whole or in part. The amount of any
such loan, when added to the amount unpaid upon prior
mortgages, liens, and encumbrances, if any, shall not
exceed 662⁄3 per centum of the appraised fair market
value of the growing timber, lands, and improvements
thereon offered as security and the loan shall be made
upon such terms and conditions as to assure that at no
time shall the loan balance, when added to the amount
unpaid upon prior mortgages, liens, and encumbrances,
if any, exceed 662⁄3 per centum of the original appraised
total value of the property then remaining. No such
loan shall be made for a longer term than three years;
except that any such loan may be made for a term not
longer than fifteen years if the loan is secured by an
amortized mortgage, deed of trust, or other such in-
strument under the terms of which the installment
payments are sufficient to amortize the principal of the
loan within a period of not more than fifteen years and
at a rate at least 62⁄3 per centum per annum. All such
loans secured by liens upon forest tracts shall be in-
cluded in the permissible aggregate of all real estate
loans and, when secured by other than first liens, in the
permissible aggregate of all real estate loans secured
by other than first liens, prescribed in subsection (a) of
this section, but no national banking association shall
make forest tract loans in an aggregate sum in excess
of 50 per centum of its capital stock paid in and unim-
paired plus 50 per centum of its unimpaired surplus
fund.’’

Subsec. (c). Pub. L. 97–320 struck out subsec. (c)
‘‘Loans made to finance the construction of a building
or buildings and having maturities of not to exceed
sixty months where there is a valid and binding agree-
ment entered into by a financially responsible lender or
other party to advance the full amount of the bank’s
loan upon completion of the building or buildings, and
loans made to finance the construction of residential or
farm buildings and having maturities of not to exceed
sixty months, may be considered as real estate loans if
the loans qualify under this section, or such loans may
be classed as commercial loans whether or not secured
by a mortgage or similar lien on the real estate upon
which the building or buildings are being constructed,
at the option of each national banking association that

may have an interest in such loan: Provided, That no
national banking association shall invest in, or be lia-
ble on, any such loans classed as commercial loans
under this subsection in an aggregate amount in excess
of 100 per centum of its actually paid-in and unimpaired
capital plus 100 per centum of its unimpaired surplus
fund.’’

Subsec. (d). Pub. L. 97–320 redesignated subsec. (d) as
(b).

Subsec. (e). Pub. L. 97–320 struck out subsec. (e)
‘‘Loans made to any borrower (i) where the association
looks for repayment by relying primarily on the bor-
rower’s general credit standing and forecast of income,
with or without other security, or (ii) secured by an as-
signment of rents under a lease, and where, in either
case described in clause (i) or (ii) above, the association
wishes to take a mortgage, deed of trust, or other in-
strument upon real estate (whether or not constituting
a first lien) as a precaution against contingencies, and
loans in which the Small Business Administration co-
operates through agreements to participate on an im-
mediate or deferred or guaranteed basis under the
Small Business Act [15 U.S.C. 631 et seq.], shall not be
considered as real estate loans within the meaning of
this section but shall be classed as commercial loans.’’

Subsec. (f). Pub. L. 97–320 struck out subsec. (f) ‘‘Any
national banking association may make loans upon the
security of real estate that do not comply with the lim-
itations and restrictions in this section, if the total un-
paid amount loaned, exclusive of loans which subse-
quently comply with such limitations and restrictions,
does not exceed 10 per centum of the amount that a na-
tional banking association may invest in real estate
loans. The total unpaid amount so loaned shall be in-
cluded in the aggregate sum that such association may
invest in real estate loans.’’

Subsec. (g). Pub. L. 97–320 struck out subsec. (g)
‘‘Loans made pursuant to this section shall be subject
to such conditions and limitations as the Comptroller
of the Currency may prescribe by rule or regulation.’’

1974—Subsec. (a). Pub. L. 93–383, §§ 711, 802(i)(1), des-
ignated unlettered first par. as subsec. (a), substan-
tially revised provisions relating to real estate loans by
associations, and inserted reference to obligations
guaranteed by section 1440 of title 42.

Subsecs. (b) to (f). Pub. L. 93–383, § 711, designated un-
lettered second, third, fourth, and fifth pars. as subsecs.
(b) to (f) and substantially revised provisions relating
to real estate loans secured by liens upon forest tracts,
loans made to finance the construction of buildings,
notes representing loans, repayment of loans, and waiv-
er of restrictions and limitations.

Subsec. (g). Pub. L. 93–383, § 711, added subsec. (g) au-
thorizing the Comptroller of the Currency to prescribe
rules and regulations relating to loans.

1970—Pub. L. 91–609 authorized national banks to in-
vest in obligations guaranteed under part B of the
Urban Growth and New Community Development Act
of 1970.

Pub. L. 91–351 substituted in cl. (3) of third sentence
of first par. ‘‘90 per centum’’ for ‘‘80 per centum’’ and
‘‘thirty years’’ for ‘‘twenty-five years’’, and in first sen-
tence of third par. ‘‘sixty months’’ for ‘‘thirty-six
months’’ wherever appearing.

1968—Pub. L. 90–448, § 416(b), substituted ‘‘any na-
tional banking association may make loans or purchase
obligations for land development which are secured by
mortgages insured under title X of the National Hous-
ing Act or guaranteed under title IV of the Housing and
Urban Development Act of 1968’’ for ‘‘any national
banking association may make loans for land develop-
ment which are secured by mortgages insured under
title X of the National Housing Act’’ in first par.

Pub. L. 90–448, § 1718, substituted ‘‘in whole or in part
and at any time or times prior to the maturity of such
obligation’’ for ‘‘when the entire amount of such obli-
gation is sold to the association’’ wherever appearing
in first and second pars., ‘‘thirty-six months’’ for
‘‘twenty-four months’’ in two places in second par., and
‘‘Loans made to any borrower (i) where the association
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looks for repayment by relying primarily on the bor-
rower’s general credit standing and forecast of income,
with or without other security, or (ii) where the asso-
ciation relies on other security as collateral for the
loans (including but not limited to a guaranty of a
third party), and where, in either case described in
clause (i) or (ii) above, the association wishes to take
a mortgage, deed of trust, or other instrument upon
real estate (whether or not constituting a first lien) as
a precaution against contingencies, such loans shall
not be considered as real estate loans within the mean-
ing of this section but shall be classed as ordinary non-
real-estate loans’’ for ‘‘Loans made to manufacturing
and industrial businesses where the association looks
for repayment out of the operations of the borrower’s
business, relying primarily on the borrower’s general
credit standing and forecast of operations, with or
without other security, but wishes to take a mortgage
on the borrower’s real estate as a precaution against
contingencies, shall not be considered as real estate
loans within the meaning of this section but shall be
classed as ordinary commercial loans’’ in last par.

1967—Pub. L. 90–19 substituted ‘‘Secretary of Housing
and Urban Development’’ for ‘‘Housing and Home Fi-
nance Administrator’’ in first sentence of fourth par.

1966—Pub. L. 89–754 permitted national banking asso-
ciations to make loans for group practice facilities
which are secured by mortgages insured under sub-
chapter IX–B of chapter 13 of this title.

1965—Pub. L. 89–117 permitted national banking asso-
ciations to make loans for land development which are
secured by mortgages insured under title X of the Na-
tional Housing Act and increased from 18 months to 24
months the maximum maturity of industrial, commer-
cial, and residential construction loans.

1964—Pub. L. 88–560 substituted in cl. (3) of third sen-
tence of first par. ‘‘80’’ for ‘‘75’’ per centum and ‘‘twen-
ty-five’’ for ‘‘20’’ years.

Pub. L. 88–341 substituted ‘‘60 per centum of the ap-
praised fair market value of the growing timber, lands,
and improvements thereon’’ for ‘‘40 per centum of the
appraised value of the economically marketable tim-
ber’’, ‘‘60 per centum of the original appraised total
value of the property’’ for ‘‘40 per centum of the origi-
nal appraised value of the economically marketable
timber’’, increased the permissible loan term from 2 to
3 years in the case of unamortized loans, from 10 to 15
years in the case of amortized loans, and decreased the
annual rate from 10 to 62⁄3 per centum.

1962—Pub. L. 87–717 increased aggregate real estate
loan limitation from 60 to 70 per centum of a bank’s
time and savings deposits, and limitation on maturities
for loans made to finance the construction of residen-
tial or farm buildings, from nine months or less to
eighteen months or less.

1961—Pub. L. 87–70 inserted ‘‘, or title V of the Hous-
ing Act of 1949, as amended’’ after ‘‘sections 590r to
590x–3 of title 16’’ in first par., and in next to last par.
inserted provisions permitting home improvement
loans which are insured under section 1709(k) or
1715k(h) of this title to be made without regard to the
first lien requirements of this section.

1959—Pub. L. 86–251, § 4(a), substituted in second sen-
tence of first par., ‘‘under a lease which does not expire
for at least 10 years beyond the maturity date of the
loan’’ for ‘‘(1) under a lease for not less than ninety-
nine years which is renewable or (2) under a lease hav-
ing a period of not less than fifty years to run from the
date the loan is made or acquired by the national bank-
ing association’’.

Pub. L. 86–251, § 4(b)(1), (2), added cl. (3) in third sen-
tence of first par., redesignated former cl. (3) as cl. (4),
and prohibited the application of the described limita-
tions and restrictions to State-guaranteed loans.

Pub. L. 86–251, § 4(c), inserted provisions in third par.
classifying certain loans for construction of industrial
or commercial buildings as ordinary commercial loans
and authorized investments in or liability on loans in
an amount that includes 100 per centum of its unim-
paired surplus fund.

Pub. L. 86–251, § 4(d), added par. classifying certain
loans to manufacturing and industrial businesses as or-
dinary commercial loans.

1958—Pub. L. 85–536 amended fourth par. by striking
out ‘‘or the Small Business Administration’’ after
‘‘Housing and Home Finance Administrator’’ and ‘‘or
the Small Business Act of 1953’’ after ‘‘or 1701g–1 of this
title’’, and inserting provisions exempting loans in
which the Small Business Administration cooperates
through agreements to participate on an immediate or
deferred basis from the restrictions or limitations of
this section imposed upon loans secured by real estate.

1955—Act Aug. 11, 1955, § 1, amended first par. gener-
ally to increase the percentage of the loan to the ap-
praised value of the property from 60 to 662⁄3 percent in
the case of 40 percent amortized residential mortgage
loans not exceeding a 10-year maturity, and to permit
national banks to make a residential real-estate loan
in an amount not to exceed 662⁄3 percent of the ap-
praised value of the property and for a term not longer
than 20 years.

Act Aug. 11, 1955, § 2, amended third par. by increasing
from 6 to 9 months construction loans for the purpose
of financing residential or farm buildings.

1954—Act Aug. 17, 1954, amended third sentence of
first par. by inserting ‘‘, or sections 590r to 590x–3 of
title 16’’ after ‘‘sections 1001–1005d of title 7’’.

Act July 22, 1954, amended fourth par. by inserting
references to the Small Business Administration and to
the Small Business Act of 1953.

1953—Act Aug. 15, 1953, amended section by inserting
new second par. to permit the making of real estate
loans secured by first liens upon forest tracts which are
properly managed.

1951—Act Sept. 1, 1951, § 207, amended third sentence
of first par. by inserting a reference to subchapter X of
chapter 13 of this title.

Act Sept. 1, 1951, § 503, amended third par. by insert-
ing a reference to the Housing and Home Finance Ad-
ministrator, and references to sections 1701g and
1701g–1 of this title.

1950—Act Apr. 20, 1950, amended third sentence of
first par. by substituting ‘‘1748–1748g, or 1706c of this
title’’ for ‘‘or 1748–1748g of this title’’.

1949—Joint Res. Oct. 25, 1949, amended first par. by
striking out second sentence and inserting new second
sentence, and by inserting ‘‘sections 1707–1715, 1736–1742,
and 1748–1748g of this title’’ for ‘‘sections 1707–1715 and
1736–1742 of this title’’.

1948—Act May 25, 1948, amended third par. by striking
out references to certain lending authority which the
Corporation was granted under section 604(a) of title 15,
as amended in 1947, and which it does not now have.

1946—Act Aug. 14, 1946, amended first par. by insert-
ing ‘‘or which are insured by the Secretary of Agri-
culture pursuant to sections 1001–1005d of title 7’’.

1941—Act Mar. 28, 1941, amended third sentence of
first par. by inserting reference to sections 1736 to 1742
of this title.

1935—Act Aug. 23, 1935, amended first par. and added
third par.

1934—Act June 27, 1934, amended first par. and added
second par.

1927—Act Feb. 25, 1927, amended first par.

EFFECTIVE DATE OF 1982 AMENDMENT

Section 403(c) of Pub. L. 97–320 provided that: ‘‘This
section [amending this section and section 92 of this
title] shall take effect upon the expiration of one hun-
dred and eighty days after the date of its enactment
[Oct. 15, 1982].’’

REPEALS

Repealing provisions of Consolidated Farmers Home
Administration Act of 1961 as not having the effect of
repealing the amendments to this section enacted by
act July 22, 1937, § 15(a), as added Aug. 14, 1946, and Aug.
28, 1937, § 10(f), as added Aug. 17, 1954, see section 341(a)
of Pub. L. 87–128, title III, Aug. 8, 1961, 75 Stat. 318, set
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out as a References in Other Laws note under section
1921 of Title 7, Agriculture.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 371a. Payment of interest on demand deposits

No member bank shall, directly or indirectly,
by any device whatsoever, pay any interest on
any deposit which is payable on demand: Pro-
vided, That nothing herein contained shall be
construed as prohibiting the payment of interest
in accordance with the terms of any certificate
of deposit or other contract entered into in good
faith which is in force on the date on which the
bank becomes subject to the provisions of this
section; but no such certificate of deposit or
other contract shall be renewed or extended un-
less it shall be modified to conform to this sec-
tion, and every member bank shall take such ac-
tion as may be necessary to conform to this sec-
tion as soon as possible consistently with its
contractual obligations: Provided further, That
this section shall not apply to any deposit of
such bank which is payable only at an office
thereof located outside of the States of the
United States and the District of Columbia: Pro-
vided further, That until the expiration of two
years after August 23, 1935, this section shall not
apply (1) to any deposit made by a savings bank
as defined in section 12B of this Act, as amend-
ed, or by a mutual savings bank, or (2) to any
deposit of public funds made by or on behalf of
any State, county, school district, or other sub-
division or municipality, or to any deposit of
trust funds if the payment of interest with re-
spect to such deposit of public funds or of trust
funds is required by State law. So much of exist-
ing law as requires the payment of interest with
respect to any funds deposited by the United
States, by any Territory, District, or possession
thereof, or by any public instrumentality, agen-
cy, or officer of the foregoing, as is inconsistent
with the provisions of this section is repealed.
Notwithstanding any other provision of this sec-
tion, a member bank may permit withdrawals to
be made automatically from a savings deposit
that consists only of funds in which the entire
beneficial interest is held by one or more indi-
viduals through payment to the bank itself or
through transfer of credit to a demand deposit
or other account pursuant to written authoriza-
tion from the depositor to make such payments
or transfers in connection with checks or drafts
drawn upon the bank, pursuant to terms and
conditions prescribed by the Board.

(Dec. 23, 1913, ch. 6, § 19(i), formerly § 19 par. (12),
as added June 16, 1933, ch. 89, § 11(b), 48 Stat. 181;
amended Aug. 23, 1935, ch. 614, title III, § 324(c),
49 Stat. 714; Proc. No. 2695, eff. July 4, 1946, 11
F.R. 7517, 60 Stat. 1352; renumbered § 19(i), Pub.
L. 89–597, § 2(b), Sept. 21, 1966, 80 Stat. 824; Pub.
L. 96–161, title I, § 101(a), Dec. 28, 1979, 93 Stat.
1233; Pub. L. 96–221, title III, §§ 302(a), 307, Mar.
31, 1980, 94 Stat. 145, 147.)

REFERENCES IN TEXT

Section 12B of this Act [Federal Reserve Act], as
amended, referred to in text, formerly classified to sec-

tion 264 of this title, has been withdrawn from the Fed-
eral Reserve Act and incorporated in the Federal De-
posit Insurance Act which is classified to chapter 16
(§ 1811 et seq.) of this title.

This section, referred to in the last sentence, means
section 19 of act Dec. 23, 1913, as amended, which is
classified to sections 142, 371a, 371b, 371b–1, 374, 374a,
461, 463 to 466, 505, and 506 of this title.

CODIFICATION

Words ‘‘(including the Philippine Islands)’’ following
‘‘or any possession thereof’’ were omitted from text on
authority of Proc. No. 2695, which granted independ-
ence to the Philippine Islands pursuant to section 1394
of Title 22. Proc. No. 2695 is set out as a note under sec-
tion 1394 of Title 22, Foreign Relations and Intercourse.

AMENDMENTS

1980—Pub. L. 96–221, §§ 302(a), 307, inserted provision
identical to provision added by Pub. L. 96–161 respect-
ing authorization of member banks to permit with-
drawals to be made automatically from savings depos-
its consisting only of funds in which the entire bene-
ficial interest is held by one or more individuals
through payment to the bank itself or through transfer
of credit to a demand deposit or other account pursu-
ant to written authorization from the depositor to
make such transfer or payments in connection with
checks or drafts drawn upon the bank, and repealed the
amendment made by Pub. L. 96–161. See Repeals and Ef-
fective Date of 1980 Amendment notes below.

1979—Pub. L. 96–161 inserted provision allowing mem-
ber banks to permit withdrawals to be made automati-
cally from a savings deposit that consists only of funds
in which the entire beneficial interest is held by one or
more individuals through payment to the bank itself or
through transfer of credit to a demand deposit or other
account pursuant to written authorization from the de-
positor to make such payments or transfers in connec-
tion with checks or drafts drawn upon the bank, pursu-
ant to terms and conditions prescribed by the Board.

1935—Act Aug. 23, 1935, affected three provisos and
added last sentence.

EFFECTIVE DATE OF 1980 AMENDMENT

Section 306 of title III of Pub. L. 96–221 provided that:
‘‘The amendments made by sections 302, 304, and 305 of
this title [amending this section and sections 1464, 1752,
1757, 1763, 1785, and 1828 of this title] shall take effect
at the close of March 31, 1980, and the amendments
made by section 303 of this title [amending section 1832
of this title] shall take effect on December 31, 1980.’’

EFFECTIVE AND TERMINATION DATES OF 1979
AMENDMENT

Section 104 of Pub. L. 96–161 which provided that the
amendments made by sections 101–103 [amending this
section and sections 1464, 1752, 1757, and 1828 of this
title] shall take effect on Dec. 31, 1979, and shall remain
in effect until the close of Mar. 31, 1980, was omitted
from the Code in view of the repeal of the amendments
made by sections 101–103 of Pub. L. 96–161 by Pub. L.
96–221, title III, § 307, Mar. 31, 1980, 94 Stat. 147.

REPEALS

Amendment by section 101 of Pub. L. 96–161, cited as
a credit to this section, was repealed at the close of
Mar. 31, 1980, by section 307 of Pub. L. 96–221, and sub-
stantially identical provisions were enacted by section
302 of Pub. L. 96–221, such amendments to take effect at
the close of Mar. 31, 1980.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 248, 1424, 1828,
3105 of this title.
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§ 371b. Rate of interest on time deposits; pay-
ment of time deposits before maturity; waiv-
er of notice requirements for withdrawal of
savings deposits

The Board may from time to time, after con-
sulting with the Board of Directors of the Fed-
eral Deposit Insurance Corporation and the Fed-
eral Home Loan Bank Board, prescribe rules
governing the advertisement of interest on de-
posits by member banks on time and savings de-
posits. The provisions of this section shall not
apply to any deposit which is payable only at an
office of a member bank located outside of the
States of the United States and the District of
Columbia. During the period commencing on Oc-
tober 15, 1962, and ending on October 15, 1968, the
provisions of this paragraph shall not apply to
the rate of interest which may be paid by mem-
ber banks on time deposits of foreign govern-
ments, monetary and financial authorities of
foreign governments when acting as such, or
international financial institutions of which the
United States is a member.

(Dec. 23, 1913, ch. 6, § 19(j), formerly § 19 (par. 13),
as added June 16, 1933, ch. 89, § 11(b), 48 Stat. 182;
amended Aug. 23, 1935, ch. 614, title III, § 324(c),
49 Stat. 714; Pub. L. 87–827, § 1, Oct. 15, 1962, 76
Stat. 953; Pub. L. 89–79, § 1, July 21, 1965, 79 Stat.
244; renumbered § 19(j) and amended Pub. L.
89–597, § 2(b), (c), Sept. 21, 1966, 80 Stat. 824; Pub.
L. 90–505, § 2(a), Sept. 21, 1968, 82 Stat. 856; Pub.
L. 96–221, title II, § 207(b)(4)–(6), Mar. 31, 1980, 94
Stat. 144.)

AMENDMENTS

1980—Pub. L. 96–221 struck out provisions relating to
payment of interest on deposits, prescribing of dif-
ferent limitations by the Board for different classes of
deposits, and payment of time deposits before matu-
rity.

1968—Pub. L. 90–505 gave Board power to prescribe
rules governing the payment and advertising of inter-
est on deposits.

1966—Pub. L. 89–597, § 2(c), made authority of Board to
prescribe maximum permissible rates of interest that
may be paid by member banks on time and savings de-
posits discretionary rather than mandatory, required
prior consultations with the FDIC Board and the FHLB
Board, authorized different rate limitations for dif-
ferent classes of deposits, for deposits of different
amounts, or according to such other reasonable bases
as the Board may deem desirable in the public interest,
and struck out provision for rate limitation according
to the varying discount rates of member banks in the
several Federal Reserve districts.

1965—Pub. L. 89–79 extended until Oct. 15, 1968, the pe-
riod during which the provisions of this paragraph do
not apply to the rate of interest payable by member
banks on time deposits of foreign governments, mone-
tary and financial authorities of foreign governments
when acting as such, or international financial institu-
tions of which the United States is a member.

1962—Pub. L. 87–827 inserted sentence making this
paragraph inapplicable, during the period commencing
on October 15, 1962, and ending upon the expiration of
three years after such date, to the rate of interest
which may be paid by member banks on time deposits
of foreign governments, monetary and financial au-
thorities of foreign governments when acting as such,
or international financial institutions of which the
United States is a member.

1935—Act Aug. 23, 1935, among other changes, inserted
‘‘except upon such conditions and in accordance with
such rules and regulations as may be prescribed by the
said Board’’ to second sentence and proviso.

EFFECTIVE DATE OF 1980 AMENDMENT

Section 207(b) of Pub. L. 96–221 provided in part that
the amendment made by that section is effective 6
years after Mar. 31, 1980.

EFFECTIVE AND TERMINATION DATES OF 1966
AMENDMENT

Section 7 of Pub. L. 89–597, as amended, formerly set
out as an Effective and Termination Dates of 1966
Amendment note under section 461 of this title (which
provided in part that amendment of this section by sec-
tion 2(c) of Pub. L. 89–597 was effective only to Dec. 15,
1980, and that on Dec. 15, 1980, this section was amended
to read as it would without the amendment by section
2(c) of Pub. L. 89–597), was repealed by section 207(a) of
Pub. L. 96–221.

TRANSFER OF FUNCTIONS

Federal Home Loan Bank Board abolished and func-
tions transferred, see sections 401 to 406 of Pub. L.
101–73, set out as a note under section 1437 of this title.

TIME DEPOSITS; INTEREST RATES, LIMITATION

Pub. L. 93–123, Oct. 15, 1973, 87 Stat. 448, provided that
in carrying out the Act of September 21, 1966 (Pub. L.
89–597) [enacting section 1425b of this title, amending
sections 355, 371b, 461, and 1828 of this title and section
771 of former Title 31, repealing section 462a–1 of this
title, and enacting provisions set out as notes under
section 461 of this title] and other provisions of law, the
Secretary of the Treasury, the Board of Governors of
the Federal Reserve System, the Board of Directors of
the Federal Deposit Insurance Corporation, and the
Federal Home Loan Bank Board take action to limit
rates of interest or dividends paid on time deposits of
less than $100,000 by institutions regulated by them,
prior to repeal by Pub. L. 96–221, title II, § 207(b)(13),
Mar. 31, 1980, 94 Stat. 144, eff. 6 years after Mar. 31, 1980.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 248, 1424, 1828,
3105, 3502 of this title.

§ 371b�1. Repealed. Pub. L. 96�221, title V, § 529,
Mar. 31, 1980, 94 Stat. 168

Section, act Dec. 23, 1913, ch. 6, § 19(k), as added Dec.
28, 1979, Pub. L. 96–161, title II, § 208, 93 Stat. 1238, pro-
vided that no member bank or affiliate thereof, or any
successor or assignee of such member bank or affiliate
or any endorser, guarantor, or surety of such member
bank or affiliate could plead, raise, or claim directly or
by counterclaim, setoff, or otherwise, with respect to
any deposit or obligation of such member bank or affil-
iate, any defense, right, or benefit under any provision
of a statute or constitution of a State or of a territory
of the United States, or of any law of the District of
Columbia, regulating or limiting the rate of interest
which could be charged, taken, received, or reserved,
that any such provision was preempted, and that no
civil or criminal penalty which would otherwise have
been applicable under such provision would apply to
such member bank or affiliate or to any other person.

EFFECTIVE DATE OF REPEAL

Section 529 of Pub. L. 96–221 provided in part that the
repeal of this section is effective at the close of Mar. 31,
1980.

SAVINGS PROVISION

Section 529 of Pub. L. 96–221 provided in part that,
notwithstanding the repeal of Pub. L. 96–104 and title II
of Pub. L. 96–161, this section [which had been enacted
by those laws] shall continue to apply to any loan
made, any deposit made, or any obligation issued in
any State during any period when this section was in
effect in such State.

PRIOR PROVISIONS

A prior section 371b–1, act Dec. 23, 1913, ch. 6, § 19(k),
as added Nov. 5, 1979, Pub. L. 96–104, title II, § 201, 93
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Stat. 792, identical to this section as added by Pub. L.
96–161, was repealed by section 212 of Pub. L. 96–161, ef-
fective at the close of Dec. 27, 1979, except that its pro-
visions would continue to apply to deposits made or ob-
ligations issued in any State on or after Nov. 5, 1979,
but prior to such repeal. See Effective Date of 1979
Amendment note set out below.

A prior section 371b–1, act Dec. 23, 1913, ch. 6, § 19(k),
as added Oct. 29, 1974, Pub. L. 93–501, title III, § 301, 88
Stat. 1560, identical to this section as added by Pub. L.
96–104, was repealed by section 1 of Pub. L. 96–104 except
that its provisions shall continue to apply to any de-
posit made or obligation issued in any State during the
period specified in section 304 of Pub. L. 93–501. See Ef-
fective and Termination Date of 1974 Amendment note
set out below.

EFFECTIVE DATE OF 1979 AMENDMENTS

Prior to its repeal by section 529 of Pub. L. 96–221,
section 211 of Pub. L. 96–161 provided that: ‘‘The amend-
ments made by sections 208, 209, and 210 of this title
[enacting this section and amending sections 1425b and
1828 of this title] shall apply only with respect to depos-
its made or obligations issued in any State during the
period beginning on the date of the enactment of this
Act [Dec. 28, 1979] and ending on the earliest of—

‘‘(1) in the case of a State statute, July 1, 1980;
‘‘(2) the date, after the date of the enactment of

this Act [Dec. 28, 1979], on which such State adopts a
law stating in substance that such State does not
want the amendments made by sections 208, 209, and
210 of this title to apply with respect to such deposits
and obligations; or

‘‘(3) the date on which such State certifies that the
voters of such State, after the date of the enactment
of this Act [Dec. 28, 1979], have voted in favor of, or
to retain, any law, provision of the constitution of
such state, or amendment to the constitution of such
State which limits the amount of interest which may
be charged in connection with such deposits and obli-
gations.’’
Prior to its repeal by section 212 of Pub. L. 96–161,

section 204 of Pub. L. 96–104 provided that: ‘‘The amend-
ments made by this title [enacting this section and
amending sections 1425b and 1828 of this title] shall
apply only with respect to deposits made or obligations
issued in any State during the period beginning on the
date of the enactment of this Act [Nov. 5, 1979] and end-
ing on the earlier of—

‘‘(1) July 1, 1981;
‘‘(2) the date, after the date of the enactment of

this Act [Nov. 5, 1979], on which such State adopts a
law stating in substance that such State does not
want the amendments made by this title to apply
with respect to such deposits and obligations; or

‘‘(3) the date on which such State certifies that the
voters of such State, after the date of the enactment
of this Act [Nov. 5, 1979], have voted in favor of, or to
retain, any law, provision of the constitution of such
State, or amendment to the constitution of such
State which limits the amount of interest which may
be charged in connection with such deposits and obli-
gations.’’

EFFECTIVE AND TERMINATION DATES OF 1974
AMENDMENT

Prior to its repeal by section 1 of Pub. L. 96–104, sec-
tion 304 of title III of Pub. L. 93–501 provided that: ‘‘The
amendments made by this title [which enacted this sec-
tion and amended sections 1425b and 1828 of this title]
shall apply to any deposit made or obligation issued in
any State after the date of enactment of this title [Oct.
29, 1974], but prior to the earlier of (1) July 1, 1977 or (2)
the date (after such date of enactment) on which the
State enacts a provision of law which limits the
amount of interest which may be charged in connection
with deposits or obligations referred to in the amend-
ments made by this title.’’

STATES HAVING CONSTITUTIONAL PROVISIONS
REGARDING MAXIMUM INTEREST RATES

Section 213 of Pub. L. 96–161 provided that the provi-
sions of title II of Pub. L. 96–161, which enacted this
section, repealed former section 371b–1 of this title, and
enacted provisions set out as a note under this section,
to continue to apply until July 1, 1981, in the case of
any State having a constitutional provision regarding
maximum interest rates.

§ 371b�2. Interbank liabilities

(a) Purpose
The purpose of this section is to limit the

risks that the failure of a large depository insti-
tution (whether or not that institution is an in-
sured depository institution) would pose to in-
sured depository institutions.

(b) Aggregate limits on insured depository insti-
tutions� exposure to other depository institu-
tions

The Board shall, by regulation or order, pre-
scribe standards that have the effect of limiting
the risks posed by an insured depository institu-
tion’s exposure to any other depository institu-
tion.

(c) ��Exposure�� defined
(1) In general

For purposes of subsection (b) of this sec-
tion, an insured depository institution’s ‘‘ex-
posure’’ to another depository institution
means—

(A) all extensions of credit to the other de-
pository institution, regardless of name or
description, including—

(i) all deposits at the other depository
institution;

(ii) all purchases of securities or other
assets from the other depository institu-
tion subject to an agreement to repur-
chase; and

(iii) all guarantees, acceptances, or let-
ters of credit (including endorsements or
standby letters of credit) on behalf of the
other depository institution;

(B) all purchases of or investments in secu-
rities issued by the other depository institu-
tion;

(C) all securities issued by the other depos-
itory institution accepted as collateral for
an extension of credit to any person; and

(D) all similar transactions that the Board
by regulation determines to be exposure for
purposes of this section.

(2) Exemptions
The Board may, at its discretion, by regula-

tion or order, exempt transactions from the
definition of ‘‘exposure’’ if it finds the exemp-
tions to be in the public interest and consist-
ent with the purpose of this section.

(3) Attribution rule
For purposes of this section, any transaction

by an insured depository institution with any
person is a transaction with another deposi-
tory institution to the extent that the pro-
ceeds of the transaction are used for the bene-
fit of, or transferred to, that other depository
institution.
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(d) Insured depository institution
For purposes of this section, the term ‘‘insured

depository institution’’ has the same meaning
as in section 1813 of this title.
(e) Rulemaking authority; enforcement

The Board may issue such regulations and or-
ders, including definitions consistent with this
section, as may be necessary to administer and
carry out the purpose of this section. The appro-
priate Federal banking agency shall enforce
compliance with those regulations under section
1818 of this title.

(Dec. 23, 1913, ch. 6, § 23, as added Pub. L. 102–242,
title III, § 308(a), Dec. 19, 1991, 105 Stat. 2362.)

EFFECTIVE DATE

Section 308(c) of Pub. L. 102–242 provided that: ‘‘The
amendment made by this section [enacting this sec-
tion] shall become effective 1 year after the date of en-
actment of this Act [Dec. 19, 1991].’’

REGULATIONS

Section 308(b) of Pub. L. 102–242 provided that: ‘‘The
Board shall prescribe reasonable transition rules to fa-
cilitate compliance with section 23 of the Federal Re-
serve Act [12 U.S.C. 371b–2] (as added by subsection
(a)).’’

§ 371c. Banking affiliates

(a) Restrictions on transactions with affiliates
(1) A member bank and its subsidiaries may

engage in a covered transaction with an affiliate
only if—

(A) in the case of any affiliate, the aggregate
amount of covered transactions of the member
bank and its subsidiaries will not exceed 10 per
centum of the capital stock and surplus of the
member bank; and

(B) in the case of all affiliates, the aggregate
amount of covered transactions of the member
bank and its subsidiaries will not exceed 20 per
centum of the capital stock and surplus of the
member bank.

(2) For the purpose of this section, any trans-
action by a member bank with any person shall
be deemed to be a transaction with an affiliate
to the extent that the proceeds of the trans-
action are used for the benefit of, or transferred
to, that affiliate.

(3) A member bank and its subsidiaries may
not purchase a low-quality asset from an affili-
ate unless the bank or such subsidiary, pursuant
to an independent credit evaluation, committed
itself to purchase such asset prior to the time
such asset was acquired by the affiliate.

(4) Any covered transactions and any trans-
actions exempt under subsection (d) of this sec-
tion between a member bank and an affiliate
shall be on terms and conditions that are con-
sistent with safe and sound banking practices.
(b) Definitions

For the purpose of this section—
(1) the term ‘‘affiliate’’ with respect to a

member bank means—
(A) any company that controls the mem-

ber bank and any other company that is con-
trolled by the company that controls the
member bank;

(B) a bank subsidiary of the member bank;

(C) any company—
(i) that is controlled directly or indi-

rectly, by a trust or otherwise, by or for
the benefit of shareholders who bene-
ficially or otherwise control, directly or
indirectly, by trust or otherwise, the mem-
ber bank or any company that controls the
member bank; or

(ii) in which a majority of its directors
or trustees constitute a majority of the
persons holding any such office with the
member bank or any company that con-
trols the member bank;

(D)(i) any company, including a real estate
investment trust, that is sponsored and ad-
vised on a contractual basis by the member
bank or any subsidiary or affiliate of the
member bank; or

(ii) any investment company with respect
to which a member bank or any affiliate
thereof is an investment advisor as defined
in section 80a–2(a)(20) of title 15; and

(E) any company that the Board deter-
mines by regulation or order to have a rela-
tionship with the member bank or any sub-
sidiary or affiliate of the member bank, such
that covered transactions by the member
bank or its subsidiary with that company
may be affected by the relationship to the
detriment of the member bank or its subsidi-
ary; and

(2) the following shall not be considered to
be an affiliate:

(A) any company, other than a bank, that
is a subsidiary of a member bank, unless a
determination is made under paragraph
(1)(E) not to exclude such subsidiary com-
pany from the definition of affiliate;

(B) any company engaged solely in holding
the premises of the member bank;

(C) any company engaged solely in con-
ducting a safe deposit business;

(D) any company engaged solely in holding
obligations of the United States or its agen-
cies or obligations fully guaranteed by the
United States or its agencies as to principal
and interest; and

(E) any company where control results
from the exercise of rights arising out of a
bona fide debt previously contracted, but
only for the period of time specifically au-
thorized under applicable State or Federal
law or regulation or, in the absence of such
law or regulation, for a period of two years
from the date of the exercise of such rights
or the effective date of this Act, whichever
date is later, subject, upon application, to
authorization by the Board for good cause
shown of extensions of time for not more
than one year at a time, but such extensions
in the aggregate shall not exceed three
years;

(3)(A) a company or shareholder shall be
deemed to have control over another company
if—

(i) such company or shareholder, directly
or indirectly, or acting through one or more
other persons owns, controls, or has power
to vote 25 per centum or more of any class of
voting securities of the other company;
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(ii) such company or shareholder controls
in any manner the election of a majority of
the directors or trustees of the other com-
pany; or

(iii) the Board determines, after notice and
opportunity for hearing, that such company
or shareholder, directly or indirectly, exer-
cises a controlling influence over the man-
agement or policies of the other company;
and

(B) notwithstanding any other provision of
this section, no company shall be deemed to
own or control another company by virtue of
its ownership or control of shares in a fidu-
ciary capacity, except as provided in para-
graph (1)(C) of this subsection or if the com-
pany owning or controlling such shares is a
business trust;

(4) the term ‘‘subsidiary’’ with respect to a
specified company means a company that is
controlled by such specified company;

(5) the term ‘‘bank’’ includes a State bank,
national bank, banking association, and trust
company;

(6) the term ‘‘company’’ means a corpora-
tion, partnership, business trust, association,
or similar organization and, unless specifically
excluded, the term ‘‘company’’ includes a
‘‘member bank’’ and a ‘‘bank’’;

(7) the term ‘‘covered transaction’’ means
with respect to an affiliate of a member
bank—

(A) a loan or extension of credit to the af-
filiate;

(B) a purchase of or an investment in secu-
rities issued by the affiliate;

(C) a purchase of assets, including assets
subject to an agreement to repurchase, from
the affiliate, except such purchase of real
and personal property as may be specifically
exempted by the Board by order or regula-
tion;

(D) the acceptance of securities issued by
the affiliate as collateral security for a loan
or extension of credit to any person or com-
pany; or

(E) the issuance of a guarantee, accept-
ance, or letter of credit, including an en-
dorsement or standby letter of credit, on be-
half of an affiliate;

(8) the term ‘‘aggregate amount of covered
transactions’’ means the amount of the cov-
ered transactions about to be engaged in added
to the current amount of all outstanding cov-
ered transactions;

(9) the term ‘‘securities’’ means stocks,
bonds, debentures, notes, or other similar obli-
gations; and

(10) the term ‘‘low-quality asset’’ means an
asset that falls in any one or more of the fol-
lowing categories:

(A) an asset classified as ‘‘substandard’’,
‘‘doubtful’’, or ‘‘loss’’ or treated as ‘‘other
loans especially mentioned’’ in the most re-
cent report of examination or inspection of
an affiliate prepared by either a Federal or
State supervisory agency;

(B) an asset in a nonaccrual status;
(C) an asset on which principal or interest

payments are more than thirty days past
due; or

(D) an asset whose terms have been re-
negotiated or compromised due to the dete-
riorating financial condition of the obligor.

(11) REBUTTABLE PRESUMPTION OF CONTROL OF
PORTFOLIO COMPANIES.—In addition to para-
graph (3), a company or shareholder shall be
presumed to control any other company if the
company or shareholder, directly or indi-
rectly, or acting through 1 or more other per-
sons, owns or controls 15 percent or more of
the equity capital of the other company pursu-
ant to subparagraph (H) or (I) of section
1843(k)(4) of this title or rules adopted under
section 122 of the Gramm-Leach-Bliley Act, if
any, unless the company or shareholder pro-
vides information acceptable to the Board to
rebut this presumption of control.

(c) Collateral for certain transactions with affili-
ates

(1) Each loan or extension of credit to, or
guarantee, acceptance, or letter of credit issued
on behalf of, an affiliate by a member bank or
its subsidiary shall be secured at the time of the
transaction by collateral having a market value
equal to—

(A) 100 per centum of the amount of such
loan or extension of credit, guarantee, accept-
ance, or letter of credit, if the collateral is
composed of—

(i) obligations of the United States or its
agencies;

(ii) obligations fully guaranteed by the
United States or its agencies as to principal
and interest;

(iii) notes, drafts, bills of exchange or
bankers’ acceptances that are eligible for re-
discount or purchase by a Federal Reserve
Bank; or

(iv) a segregated, earmarked deposit ac-
count with the member bank;

(B) 110 per centum of the amount of such
loan or extension of credit, guarantee, accept-
ance, or letter of credit if the collateral is
composed of obligations of any State or politi-
cal subdivision of any State;

(C) 120 per centum of the amount of such
loan or extension of credit, guarantee, accept-
ance, or letter of credit if the collateral is
composed of other debt instruments, including
receivables; or

(D) 130 per centum of the amount of such
loan or extension of credit, guarantee, accept-
ance, or letter of credit if the collateral is
composed of stock, leases, or other real or per-
sonal property.

(2) Any such collateral that is subsequently re-
tired or amortized shall be replaced by addi-
tional eligible collateral where needed to keep
the percentage of the collateral value relative to
the amount of the outstanding loan or extension
of credit, guarantee, acceptance, or letter of
credit equal to the minimum percentage re-
quired at the inception of the transaction.

(3) A low-quality asset shall not be acceptable
as collateral for a loan or extension of credit to,
or guarantee, acceptance, or letter of credit is-
sued on behalf of, an affiliate.

(4) The securities issued by an affiliate of the
member bank shall not be acceptable as collat-
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eral for a loan or extension of credit to, or guar-
antee, acceptance, or letter of credit issued on
behalf of, that affiliate or any other affiliate of
the member bank.

(5) The collateral requirements of this para-
graph shall not be applicable to an acceptance
that is already fully secured either by attached
documents or by other property having an ascer-
tainable market value that is involved in the
transaction.
(d) Exemptions

The provisions of this section, except sub-
section (a)(4) of this section, shall not be appli-
cable to—

(1) any transaction, subject to the prohibi-
tion contained in subsection (a)(3) of this sec-
tion, with a bank—

(A) which controls 80 per centum or more
of the voting shares of the member bank;

(B) in which the member bank controls 80
per centum or more of the voting shares; or

(C) in which 80 per centum or more of the
voting shares are controlled by the company
that controls 80 per centum or more of the
voting shares of the member bank;

(2) making deposits in an affiliated bank or
affiliated foreign bank in the ordinary course
of correspondent business, subject to any re-
strictions that the Board may prescribe by
regulation or order;

(3) giving immediate credit to an affiliate
for uncollected items received in the ordinary
course of business;

(4) making a loan or extension of credit to,
or issuing a guarantee, acceptance, or letter of
credit on behalf of, an affiliate that is fully se-
cured by—

(A) obligations of the United States or its
agencies;

(B) obligations fully guaranteed by the
United States or its agencies as to principal
and interest; or

(C) a segregated, earmarked deposit ac-
count with the member bank;

(5) purchasing securities issued by any com-
pany of the kinds described in section
1843(c)(1) of this title;

(6) purchasing assets having a readily identi-
fiable and publicly available market quotation
and purchased at that market quotation or,
subject to the prohibition contained in sub-
section (a)(3) of this section, purchasing loans
on a nonrecourse basis from affiliated banks;
and

(7) purchasing from an affiliate a loan or ex-
tension of credit that was originated by the
member bank and sold to the affiliate subject
to a repurchase agreement or with recourse.

(e) Rules relating to banks with financial sub-
sidiaries

(1) Financial subsidiary defined
For purposes of this section and section

371c–1 of this title, the term ‘‘financial sub-
sidiary’’ means any company that is a subsidi-
ary of a bank that would be a financial sub-
sidiary of a national bank under section 24a of
this title.
(2) Financial subsidiary treated as an affiliate

For purposes of applying this section and
section 371c–1 of this title, and notwithstand-

ing subsection (b)(2) of this section or section
371c–1(d)(1) of this title, a financial subsidiary
of a bank—

(A) shall be deemed to be an affiliate of the
bank; and

(B) shall not be deemed to be a subsidiary
of the bank.

(3) Exceptions for transactions with financial
subsidiaries

(A) Exception from limit on covered trans-
actions with any individual financial sub-
sidiary

Notwithstanding paragraph (2), the restric-
tion contained in subsection (a)(1)(A) of this
section shall not apply with respect to cov-
ered transactions between a bank and any
individual financial subsidiary of the bank.
(B) Exception for earnings retained by finan-

cial subsidiaries
Notwithstanding paragraph (2) or sub-

section (b)(7) of this section, a bank’s invest-
ment in a financial subsidiary of the bank
shall not include retained earnings of the fi-
nancial subsidiary.

(4) Anti-evasion provision
For purposes of this section and section

371c–1 of this title—
(A) any purchase of, or investment in, the

securities of a financial subsidiary of a bank
by an affiliate of the bank shall be consid-
ered to be a purchase of or investment in
such securities by the bank; and

(B) any extension of credit by an affiliate
of a bank to a financial subsidiary of the
bank shall be considered to be an extension
of credit by the bank to the financial sub-
sidiary if the Board determines that such
treatment is necessary or appropriate to
prevent evasions of this chapter and the
Gramm-Leach-Bliley Act.

(f) Rulemaking and additional exemptions
(1) The Board may issue such further regula-

tions and orders, including definitions consist-
ent with this section, as may be necessary to ad-
minister and carry out the purposes of this sec-
tion and to prevent evasions thereof.

(2) The Board may, at its discretion, by regu-
lation or order exempt transactions or relation-
ships from the requirements of this section if it
finds such exemptions to be in the public inter-
est and consistent with the purposes of this sec-
tion.

(3) RULEMAKING REQUIRED CONCERNING DERIVA-
TIVE TRANSACTIONS AND INTRADAY CREDIT.—

(A) IN GENERAL.—Not later than 18 months
after November 12, 1999, the Board shall adopt
final rules under this section to address as
covered transactions credit exposure arising
out of derivative transactions between mem-
ber banks and their affiliates and intraday ex-
tensions of credit by member banks to their
affiliates.

(B) EFFECTIVE DATE.—The effective date of
any final rule adopted by the Board pursuant
to subparagraph (A) shall be delayed for such
period as the Board deems necessary or appro-
priate to permit banks to conform their ac-
tivities to the requirements of the final rule
without undue hardship.
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(Dec. 23, 1913, ch. 6, § 23A, as added June 16, 1933,
ch. 89, § 13, 48 Stat. 183; amended Aug. 23, 1935,
ch. 614, title III, § 327, 49 Stat. 717; June 30, 1954,
ch. 434, § 1, 68 Stat. 358; Pub. L. 86–230, § 1(b),
Sept. 8, 1959, 73 Stat. 457; Pub. L. 89–485, §§ 12(a),
13(h), July 1, 1966, 80 Stat. 241, 243; Pub. L. 97–320,
title IV, § 410(b), Oct. 15, 1982, 96 Stat. 1515; Pub.
L. 97–457, § 22, Jan. 12, 1983, 96 Stat. 2509; Pub. L.
106–102, title I, § 121(b), Nov. 12, 1999, 113 Stat.
1378.)

REFERENCES IN TEXT

The effective date of this Act, referred to in subsec.
(b)(2)(E), probably means the effective date as provided
by Pub. L. 97–320, which completely revised this sec-
tion. Section 410(c) of Pub. L. 97–320 set out as an Effec-
tive Date of 1982 Amendment note below, provided that
this section shall apply to any transaction entered into
after Oct. 15, 1982 with certain exceptions.

The Gramm-Leach-Bliley Act, referred to in subsecs.
(b)(11) and (e)(4)(B), is Pub. L. 106–102, Nov. 12, 1999, 113
Stat. 1338. Section 122 of the Act is set out as a note
under section 1843 of this title. For complete classifica-
tion of this Act to the Code, see Short Title of 1999
Amendment note set out under section 1811 of this title
and Tables.

This chapter, referred to in subsec. (e)(4)(B), was in
the original ‘‘this Act’’, meaning act Dec. 23, 1913, ch.
6, 38 Stat. 251, as amended, known as the Federal Re-
serve Act. For complete classification of this act to the
Code, see References in Text note set out under section
226 of this title and Tables.

AMENDMENTS

1999—Subsec. (b)(11). Pub. L. 106–102, § 121(b)(2), added
par. (11).

Subsec. (e). Pub. L. 106–102, § 121(b)(1)(B), added sub-
sec. (e). Former subsec. (e) redesignated (f).

Subsec. (f). Pub. L. 106–102, § 121(b)(1)(A), (3), redesig-
nated subsec. (e) as (f) and added par. (3).

1983—Subsec. (d)(1). Pub. L. 97–457, § 22(1), substituted
‘‘subject to the prohibition contained in subsection
(a)(3) of this section’’ for ‘‘except for the purchase of a
low-quality asset which is prohibited’’.

Subsec. (d)(6). Pub. L. 97–457, § 22(2), inserted
‘‘, subject to the prohibition contained in subsection
(a)(3) of this section,’’ after ‘‘market quotation or’’.

1982—Pub. L. 97–320 amended section generally by
substituting provisions in lettered subsections relating
to restrictions on transactions with affiliates, collat-
eral for such transactions, exemptions for certain
transactions and rulemaking and additional exemp-
tions, for prior undesignated paragraphs which read as
follows:

‘‘No member bank shall (1) make any loan or any ex-
tension of credit to, or purchase securities under repur-
chase agreement from, any of its affiliates, or (2) invest
any of its funds in the capital stock, bonds, debentures,
or other such obligations of any such affiliate, or (3) ac-
cept the capital stock, bonds, debentures, or other such
obligations of any such affiliate as collateral security
for advances made to any person, partnership, associa-
tion, or corporation, if, in the case of any such affiliate,
the aggregate amount of such loans, extensions of cred-
it, repurchase agreements, investments, and advances
against such collateral security will exceed 10 per cen-
tum of the capital stock and surplus of such member
bank, or if, in the case of all such affiliates, the aggre-
gate amount of such loans, extensions of credits, repur-
chase agreements, investments, and advances against
such collateral security will exceed 20 per centum of
the capital stock and surplus of such member bank.

‘‘Within the foregoing limitations, each loan or ex-
tension of credit of any kind or character to an affiliate
shall be secured by collateral in the form of stocks,
bonds, debentures, or other such obligations having a
market value at the time of making the loan or exten-
sion of credit of at least 20 per centum more than the

amount of the loan or extension of credit, or of at least
10 per centum more than the amount of the loan or ex-
tension of credit if it is secured by obligations of any
State or of any political subdivision or agency thereof:
Provided, That the provisions of this paragraph shall
not apply to loans or extensions of credit secured by
obligations of the United States Government, the Fed-
eral intermediate credit banks, the Federal land banks,
or the Federal Home Loan Banks, or by such notes,
drafts, bills of exchange, or bankers’ acceptances as are
eligible for rediscount or for purchase by Federal Re-
serve Banks. A loan or extension of credit to a director,
officer, clerk, or other employee, or any representative
of any such affiliate, shall be deemed a loan to the af-
filiate to the extent that the proceeds of such loan are
used for the benefit of or transferred to the affiliate.

‘‘The provisions of this section shall not apply to any
affiliate (1) engaged solely in holding the bank prem-
ises of the member bank with which it is affiliated; (2)
engaged solely in conducting a safe-deposit business or
the business of an agricultural credit corporation or
livestock loan company; (3) in the capital stock of
which a national banking association is authorized to
invest pursuant to section 25 of this Act, as amended
[12 U.S.C. 601 et seq.], or a subsidiary of such affiliate,
all the stock of which (except qualifying shares of di-
rectors in an amount not to exceed 10 per centum) is
owned by such affiliate; (4) organized under section
25(a) of this Act, as amended [12 U.S.C. 611 et seq.], of
this title, or a subsidiary of such affiliate, all the stock
of which (except qualifying shares of directors in an
amount not to exceed 10 per centum) is owned by such
affiliate; (5) engaged solely in holding obligations of
the United States or obligations fully guaranteed by
the United States as to principal and interest, the Fed-
eral intermediate credit banks, the Federal land banks,
the Federal Home Loan Banks; (6) where the affiliate
relationship has arisen out of a bona fide debt con-
tracted prior to the date of the creation of such rela-
tionship; or (7) where the affiliate relationship exists
by reason of the ownership or control of any voting
shares thereof by a member bank as executor, adminis-
trator, trustee, receiver, agent, depositary, or in any
other fiduciary capacity, except where such shares are
held for the benefit of all or a majority of the stock-
holders of such member bank; but as to any such affili-
ate, member banks shall continue to be subject to
other provisions of law applicable to loans by such
banks and investments by such banks in stocks, bonds,
debentures, or other such obligations. The provisions of
this section shall likewise not apply to indebtedness of
any affiliate for unpaid balances due a bank on assets
purchased from such bank or to loans secured by, or ex-
tensions of credit against, obligations of the United
States or obligations fully guaranteed by the United
States as to principal and interest.

‘‘For the purposes of this section, (1) the term ‘exten-
sion of credit’ and ‘extensions of credit’ shall be
deemed to include (A) any purchase of securities, other
assets or obligations under repurchase agreement, and
(B) the discount of promissory notes, bills of exchange,
conditional sales contracts, or similar paper, whether
with or without recourse, except that the acquisition of
such paper by a member bank from another bank, with-
out recourse, shall not be deemed to be a ‘discount’ by
such member bank for such other bank; and (2) non-
interest-bearing deposits to the credit of a bank shall
not be deemed to be a loan or advance or extension of
credit to the bank of deposit, nor shall the giving of im-
mediate credit to a bank upon uncollected items re-
ceived in the ordinary course of business be deemed to
be a loan or advance or extension of credit to the depos-
iting bank.

‘‘For the purposes of this section, the term ‘affiliate’
shall include, with respect to any member bank, any
bank holding company of which such member bank is
a subsidiary within the meaning of the Bank Holding
Company Act of 1956, as amended [12 U.S.C. 1841 et
seq.], and any other subsidiary of such company.

‘‘The provisions of this section shall not apply to (1)
stock, bonds, debentures, or other obligations of any
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company of the kinds described in section 4(c)(1) of the
Bank Holding Company Act of 1956, as amended [12
U.S.C. 1843(c)(1)]; (2) stock, bonds, debentures, or other
obligations accepted as security for debts previously
contracted, provided that such collateral shall not be
held for a period of over two years; (3) shares which are
of the kinds and amounts eligible for investment by na-
tional banks under the provisions of section 24 of this
title; (4) any extension of credit by a member bank to
a bank holding company of which such bank is a sub-
sidiary or to another subsidiary of such bank holding
company, if made within one year after July 1, 1966,
and pursuant to a contract lawfully entered into prior
to January 1, 1966; or (5) any transaction by a member
bank with another bank the deposits of which are in-
sured by the Federal Deposit Insurance Corporation, if
more than 50 per centum of the voting stock of such
other bank is owned by the member bank or held by
trustees for the benefit of the shareholders of the mem-
ber bank.’’

1966—Pub. L. 89–485 added last three pars. and struck
out from third par. introductory statement that term
‘‘affiliate’’ shall include holding company affiliates as
well as other affiliates, respectively. Such added pars.
make ‘‘extension of credit’’ cover all purchases under
repurchase agreements and the discount of promissory
notes, bills of exchange, conditional sales contracts, or
similar paper, whether with or without recourse, ex-
cluding therefrom such discounts by one bank for an-
other, if without recourse, exclude from being deemed
a loan, advance, or extension of credit noninterest
bearing deposits to the credit of a bank or the giving
of immediate credit to a bank for uncollected items re-
ceived in the ordinary course of business, define term
‘‘affiliate’’ (superseding one stricken from par. three),
and exempt stocks, bonds, debentures, or other obliga-
tions of companies described in section 4(c)(1) of the
Bank Holding Company Act of 1956, as amended; or ac-
cepted as security for debts previously contracted,
shares of the kind and amounts eligible for investment
by national banks under section 24 of this title, loans
by a bank to its holding company or a fellow subsidiary
if made within one year after July 1, 1966 and pursuant
to a contract lawfully entered before Jan. 1, 1966, and
transactions between a member bank and a majority-
owned insured bank.

1959—Pub. L. 86–230 struck out from second and third
pars. references to Home Owners’ Loan Corporation
after Federal Home Loan Banks.

1954—Act June 30, 1954, amended third par. substitut-
ing ‘‘solely’’ for ‘‘on June 16, 1934’’ after ‘‘(1) engaged’’
and struck out ‘‘or in maintaining and operating prop-
erties acquired for banking purposes prior to such
date’’ after ‘‘is affiliated’’.

1935—Act Aug. 23, 1935, amended third par.

EFFECTIVE DATE OF 1999 AMENDMENT

Amendment by Pub. L. 106–102 effective 120 days after
Nov. 12, 1999, see section 161 of Pub. L. 106–102, set out
as a note under section 24 of this title.

EFFECTIVE DATE OF 1982 AMENDMENT

Section 410(c) of Pub. L. 97–320 provided that: ‘‘Sec-
tion 23A of the Federal Reserve Act, as amended by this
section [this section], shall apply to any transaction
entered into after the date of enactment of this Act
[Oct. 15, 1982], except for transactions which are the
subject of a binding written contract or commitment
entered into on or before July 28, 1982, and except that
any renewal of a participation in a loan outstanding on
July 28, 1982, to a company that becomes an affiliate as
a result of the enactment of this Act [see section 1 of
Pub. L. 97–320, set out as a Short Title of 1982 Amend-
ments note under section 226 of this title], or any par-
ticipation in a loan to such an affiliate emanating from
the renewal of a binding written contract or commit-
ment outstanding on July 28, 1982, shall not be subject
to the collateral requirements of this Act.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 371c–1, 504, 601,
1468, 1815, 1828, 1831o, 1831w, 1841, 1843, 3909 of this title.

§ 371c�1. Restrictions on transactions with affili-
ates

(a) In general
(1) Terms

A member bank and its subsidiaries may en-
gage in any of the transactions described in
paragraph (2) only—

(A) on terms and under circumstances, in-
cluding credit standards, that are substan-
tially the same, or at least as favorable to
such bank or its subsidiary, as those prevail-
ing at the time for comparable transactions
with or involving other nonaffiliated compa-
nies, or

(B) in the absence of comparable trans-
actions, on terms and under circumstances,
including credit standards, that in good
faith would be offered to, or would apply to,
nonaffiliated companies.

(2) Transactions covered
Paragraph (1) applies to the following:

(A) Any covered transaction with an affili-
ate.

(B) The sale of securities or other assets to
an affiliate, including assets subject to an
agreement to repurchase.

(C) The payment of money or the furnish-
ing of services to an affiliate under contract,
lease, or otherwise.

(D) Any transaction in which an affiliate
acts as an agent or broker or receives a fee
for its services to the bank or to any other
person.

(E) Any transaction or series of trans-
actions with a third party—

(i) if an affiliate has a financial interest
in the third party, or

(ii) if an affiliate is a participant in such
transaction or series of transactions.

(3) Transactions that benefit affiliate
For the purpose of this subsection, any

transaction by a member bank or its subsidi-
ary with any person shall be deemed to be a
transaction with an affiliate of such bank if
any of the proceeds of the transaction are used
for the benefit of, or transferred to, such affili-
ate.

(b) Prohibited transactions
(1) In general

A member bank or its subsidiary—
(A) shall not purchase as fiduciary any se-

curities or other assets from any affiliate
unless such purchase is permitted—

(i) under the instrument creating the fi-
duciary relationship,

(ii) by court order, or
(iii) by law of the jurisdiction governing

the fiduciary relationship; and

(B) whether acting as principal or fidu-
ciary, shall not knowingly purchase or
otherwise acquire, during the existence of
any underwriting or selling syndicate, any
security if a principal underwriter of that
security is an affiliate of such bank.
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(2) Exception
Subparagraph (B) of paragraph (1) shall not

apply if the purchase or acquisition of such se-
curities has been approved, before such securi-
ties are initially offered for sale to the public,
by a majority of the directors of the bank
based on a determination that the purchase is
a sound investment for the bank irrespective
of the fact that an affiliate of the bank is a
principal underwriter of the securities.

(3) Definitions
For the purpose of this subsection—

(A) the term ‘‘security’’ has the meaning
given to such term in section 78c(a)(10) of
title 15; and

(B) the term ‘‘principal underwriter’’
means any underwriter who, in connection
with a primary distribution of securities—

(i) is in privity of contract with the is-
suer or an affiliated person of the issuer;

(ii) acting alone or in concert with one
or more other persons, initiates or directs
the formation of an underwriting syn-
dicate; or

(iii) is allowed a rate of gross commis-
sion, spread, or other profit greater than
the rate allowed another underwriter par-
ticipating in the distribution.

(c) Advertising restriction
A member bank or any subsidiary or affiliate

of a member bank shall not publish any adver-
tisement or enter into any agreement stating or
suggesting that the bank shall in any way be re-
sponsible for the obligations of its affiliates.

(d) Definitions
For the purpose of this section—

(1) the term ‘‘affiliate’’ has the meaning
given to such term in section 371c of this title
(but does not include any company described
in section 1 (b)(2) of such section or any bank);

(2) the terms ‘‘bank’’, ‘‘subsidiary’’, ‘‘per-
son’’, and ‘‘security’’ (other than security as
used in subsection (b) of this section) have the
meanings given to such terms in section 371c
of this title; and

(3) the term ‘‘covered transaction’’ has the
meaning given to such term in section 371c of
this title (but does not include any trans-
action which is exempt from such definition
under subsection (d) of such section).

(e) Regulations
The Board may prescribe regulations to ad-

minister and carry out the purposes of this sec-
tion, including—

(1) regulations to further define terms used
in this section; and

(2) regulations to—
(A) exempt transactions or relationships

from the requirements of this section; and
(B) exclude any subsidiary of a bank hold-

ing company from the definition of affiliate
for purposes of this section,

if the Board finds such exemptions or exclu-
sions are in the public interest and are con-
sistent with the purposes of this section.

(Dec. 23, 1913, ch. 6, § 23B, as added Pub. L. 100–86,
title I, § 102(a), Aug. 10, 1987, 101 Stat. 564;
amended Pub. L. 106–102, title VII, § 738, Nov. 12,
1999, 113 Stat. 1480.)

AMENDMENTS

1999—Subsec. (b)(2). Pub. L. 106–102 amended text of
par. (2) generally. Prior to amendment, text read as fol-
lows: ‘‘Subparagraph (B) of paragraph (1) shall not
apply if the purchase or acquisition of such securities
has been approved, before such securities are initially
offered for sale to the public, by a majority of the di-
rectors of the bank who are not officers or employees
of the bank or any affiliate thereof.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 371c, 504, 1468,
1815, 1828, 1831w, 1843 of this title.

§ 371d. Investment in bank premises or stock of
corporation holding premises

(a) Conditions of investment
No national bank or State member bank shall

invest in bank premises, or in the stock, bonds,
debentures, or other such obligations of any cor-
poration holding the premises of such bank, or
make loans to or upon the security of any such
corporation—

(1) unless the bank receives the prior ap-
proval of the Comptroller of the Currency
(with respect to a national bank) or the Board
(with respect to a State member bank);

(2) unless the aggregate of all such invest-
ments and loans, together with the amount of
any indebtedness incurred by any such cor-
poration that is an affiliate of the bank, is less
than or equal to the amount of the capital
stock of such bank; or

(3) unless—
(A) the aggregate of all such investments

and loans, together with the amount of any
indebtedness incurred by any such corpora-
tion that is an affiliate of the bank, is less
than or equal to 150 percent of the capital
and surplus of the bank; and

(B) the bank—
(i) has a CAMEL composite rating of 1 or

2 under the Uniform Financial Institutions
Rating System (or an equivalent rating
under a comparable rating system) as of
the most recent examination of such bank;

(ii) is well capitalized and will continue
to be well capitalized after the investment
or loan; and

(iii) provides notification to the Comp-
troller of the Currency (with respect to a
national bank) or to the Board (with re-
spect to a State member bank) not later
than 30 days after making the investment
or loan.

(b) Definitions
For purposes of this section—

(1) the term ‘‘affiliate’’ has the same mean-
ing as in section 221a of this title; and

(2) the term ‘‘well capitalized’’ has the same
meaning as in section 1831o(b) of this title.

(Dec. 23, 1913, ch. 6, § 24A, as added June 16, 1933,
ch. 89, § 14, 48 Stat. 184; amended Aug. 23, 1935,
ch. 614, title II, § 203(a), 49 Stat. 704; June 30, 1954,
ch. 434, § 2, 68 Stat. 358; Pub. L. 104–208, div. A,
title II, § 2206, Sept. 30, 1996, 110 Stat. 3009–405.)
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AMENDMENTS

1996—Pub. L. 104–208 inserted section catchline and
amended text generally. Prior to amendment, text read
as follows: ‘‘No national bank, without the approval of
the Comptroller of the Currency, and no State member
bank, without the approval of the Board of Governors
of the Federal Reserve System, shall (1) invest in bank
premises, or in the stock, bonds, debentures, or other
such obligations of any corporation holding the prem-
ises of such bank, or (2) make loans to or upon the se-
curity of the stock of any such corporation, if the ag-
gregate of all such investments and loans, together
with the amount of any indebtedness incurred by any
such corporation which is an affiliate of the bank, as
defined in section 221a of this title, will exceed the
amount of the capital stock of such bank.’’

1954—Act June 30, 1954, inserted ‘‘together with the
amount of any indebtedness incurred by any such cor-
poration which is an affiliate of the bank, as defined in
section 221a of this title’’.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 372. Bankers� acceptances

(a) Institutions; drafts and bills of exchange;
types

Any member bank and any Federal or State
branch or agency of a foreign bank subject to re-
serve requirements under section 3105 of this
title (hereinafter in this section referred to as
‘‘institutions’’), may accept drafts or bills of ex-
change drawn upon it having not more than six
months’ sight to run, exclusive of days of
grace—

(i) which grow out of transactions involving
the importation or exportation of goods;

(ii) which grow out of transactions involving
the domestic shipment of goods; or

(iii) which are secured at the time of accept-
ance by a warehouse receipt or other such doc-
ument conveying or securing title covering
readily marketable staples.

(b) Ratio limit of bills to unimpaired capital
stock and surplus

Except as provided in subsection (c) of this
section, no institution shall accept such bills, or
be obligated for a participation share in such
bills, in an amount equal at any time in the ag-
gregate to more than 150 per centum of its paid
up and unimpaired capital stock and surplus or,
in the case of a United States branch or agency
of a foreign bank, its dollar equivalent as deter-
mined by the Board under subsection (h) of this
section.
(c) Authorization for special ratio limit; foreign

banks
The Board, under such conditions as it may

prescribe, may authorize, by regulation or order,
any institution to accept such bills, or be obli-
gated for a participation share in such bills, in
an amount not exceeding at any time in the ag-
gregate 200 per centum of its paid up and unim-
paired capital stock and surplus or, in the case

of a United States branch or agency of a foreign
bank, its dollar equivalent as determined by the
Board under subsection (h) of this section.
(d) Ratio limit for domestic transactions

Notwithstanding subsections (b) and (c) of this
section, with respect to any institution, the ag-
gregate acceptances, including obligations for a
participation share in such acceptances, growing
out of domestic transactions shall not exceed 50
per centum of the aggregate of all acceptances,
including obligations for a participation share
in such acceptances, authorized for such institu-
tion under this section.
(e) Ratio limit for single entity; foreign banks;

security
No institution shall accept bills, or be obli-

gated for a participation share in such bills,
whether in a foreign or domestic transaction,
for any one person, partnership, corporation, as-
sociation or other entity in an amount equal at
any time in the aggregate to more than 10 per
centum of its paid up and unimpaired capital
stock and surplus, or, in the case of a United
States branch or agency of a foreign bank, its
dollar equivalent as determined by the Board
under subsection (h) of this section, unless the
institution is secured either by attached docu-
ments or by some other actual security growing
out of the same transaction as the acceptance.
(f) Exception for participation agreements

With respect to an institution which issues an
acceptance, the limitations contained in this
section shall not apply to that portion of an ac-
ceptance which is issued by such institution and
which is covered by a participation agreement
sold to another institution.
(g) Definitions by Board

In order to carry out the purposes of this sec-
tion, the Board may define any of the terms
used in this section, and, with respect to institu-
tions which do not have capital or capital stock,
the Board shall define an equivalent measure to
which the limitations contained in this section
shall apply.
(h) Dollar equivalent of foreign bank paid-up

capital stock and surplus
Any limitation or restriction in this section

based on paid-up and unimpaired capital stock
and surplus of an institution shall be deemed to
refer, with respect to a United States branch or
agency of a foreign bank, to the dollar equiva-
lent of the paid-up capital stock and surplus of
the foreign bank, as determined by the Board,
and if the foreign bank has more than one
United States branch or agency, the business
transacted by all such branches and agencies
shall be aggregated in determining compliance
with the limitation or restriction.

(Dec. 23, 1913, ch. 6, § 13 (par.), 38 Stat. 264; Mar.
3, 1915, ch. 93, 38 Stat. 958; Sept. 7, 1916, ch. 461,
39 Stat. 752; June 21, 1917, ch. 32, § 5, 40 Stat. 235;
Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat. 704;
Pub. L. 97–290, title II, § 207, Oct. 8, 1982, 96 Stat.
1239.)

REFERENCES IN TEXT

Section 3105 of this title, referred to in subsec. (a),
was in the original a reference to section 7 of the Inter-
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national Banking Act of 1978, Pub. L. 95–369, Sept. 17,
1978, 92 Stat. 620, which enacted 3105 of this title and
amended section 13 of the Federal Reserve Act (12
U.S.C. 347d).

CODIFICATION

Section is comprised of the seventh par. of section 13
of act Dec. 23, 1913, as amended. The seventh par. con-
stituted the fifth par. of section 13 in 1916 (39 Stat. 752),
became the sixth par. in 1923 (42 Stat. 1478), and became
the seventh par. in 1932 (47 Stat. 715). For further de-
tails, see Codification notes under sections 343 and 344
of this title. For classification to this title of other
pars. of section 13, see Codification note set out under
section 342 of this title.

The seventh par. of section 13 of the Federal Reserve
Act [this section] as amended in 1982 by Pub. L. 97–290
contained lettered subpars. (A) through (H). For pur-
poses of codification those lettered subpars. (A)
through (H) have been translated as subsecs. (a)
through (h), ‘‘paragraph’’ has been translated as ‘‘sec-
tion’’, and ‘‘subparagraph’’ has been translated as ‘‘sub-
section’’.

AMENDMENTS

1982—Subsec. (a). Pub. L. 97–290 designated first sen-
tence of existing provisions as subsec. (a), inserted ref-
erence to foreign banks and their subdivisions, further
designated the specifications for drafts or bills as cl.
(i)–(iii), and in cl. (ii) as so designated, struck out re-
quirement that shipping documents conveying or secur-
ing title be attached at acceptance.

Subsec. (b). Pub. L. 97–290 designated second inde-
pendent clause of second sentence of existing provi-
sions as subsec. (b), substituted ‘‘no institution shall
accept such bills, or be obligated for a participation
share in such bills, in an amount equal at any time in
the aggregate to more than 150 per centum of its paid
up and unimpaired capital stock and surplus’’ for ‘‘no
bank shall accept such bills to an amount equal at any
time in the aggregate to more than one-half of its paid-
up and unimpaired capital stock and surplus’’ and in-
serted provisions relating to a United States branch or
agency of a foreign bank.

Subsec. (c). Pub. L. 97–290 designated first proviso of
second sentence of existing provisions as subsec. (c),
struck out provision applying the subsec. to all banks
regardless of capital stock or surplus, substituted a
limit of 200 per centum for 100 per centum, and inserted
provisions relating to a United States branch or agency
of a foreign bank.

Subsec. (d). Pub. L. 97–290 designated second proviso
of second sentence of existing provisions as subsec. (d),
substituted ‘‘Notwithstanding subsections (b) and (c) of
this section, with respect to any institution, the aggre-
gate acceptances, including obligations for a participa-
tion share in such acceptances, growing out of domestic
transactions shall not exceed 50 per centum of the ag-
gregate of all acceptances, including obligations for a
participation share in such acceptances, authorized for
such institution under this section.’’ for ‘‘Provided fur-
ther, That the aggregate of acceptances growing out of
domestic transactions shall in no event exceed 50 per
centum of such capital stock and surplus.’’

Subsec. (e). Pub. L. 97–290 designated first independ-
ent clause of second sentence of existing provisions as
subsec. (e), substituted ‘‘institution’’ for ‘‘member
bank’’ and ‘‘bank’’ and ‘‘accept bills, or be obligated for
a participation share in such bills, whether in a foreign
or domestic transaction, for any one person, partner-
ship, corporation, association or other entity in an
amount’’ for ‘‘accept, whether in a foreign or domestic
transaction, for any one person, company, firm, or cor-
poration to an amount’’, and inserted provisions relat-
ing to a United States branch or agency of a foreign
bank.

Subsecs. (f) to (h). Pub. L. 97–290 added subsecs. (f) to
(h).

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 84, 412, 461 of
this title.

§ 373. Acceptance of drafts or bills drawn by
banks in foreign countries or dependencies
of United States for purpose of dollar ex-
change

Any member bank may accept drafts or bills
of exchange drawn upon it having not more than
three months’ sight to run, exclusive of days of
grace, drawn under regulations to be prescribed
by the Board of Governors of the Federal Re-
serve System by banks or bankers in foreign
countries or dependencies or insular possessions
of the United States for the purpose of furnish-
ing dollar exchange as required by the usages of
trade in the respective countries, dependencies,
or insular possessions. Such drafts or bills may
be acquired by Federal reserve banks in such
amounts and subject to such regulations, re-
strictions, and limitations as may be prescribed
by the Board of Governors of the Federal Re-
serve System: Provided, however, That no mem-
ber bank shall accept such drafts or bills of ex-
change referred to 1 this paragraph for any one
bank to an amount exceeding in the aggregate
ten per centum of the paid-up and unimpaired
capital and surplus of the accepting bank unless
the draft or bill of exchange is accompanied by
documents conveying or securing title or by
some other adequate security: Provided further,
That no member bank shall accept such drafts
or bills in an amount exceeding at any time the
aggregate of one-half of its paid-up and unim-
paired capital and surplus.

(Dec. 23, 1913, ch. 6, § 13 (par.), as added Sept. 7,
1916, ch. 461, 39 Stat. 754; amended Aug. 23, 1935,
ch. 614, § 203(a), 49 Stat. 704.)

CODIFICATION

Section is based on the twelfth par. of section 13 of
act Dec. 23, 1913, as amended. The twelfth par. con-
stituted the tenth par. of section 13 in 1916 (39 Stat.
754), became the eleventh par. in 1923 (42 Stat. 1478), and
became the twelfth par. in 1932 (47 Stat. 715). For fur-
ther details, see Codification notes under sections 342
to 344 of this title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed the name
of the Federal Reserve Board to Board of Governors of
the Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 412 of this title.

§ 374. Acting as agent for nonmember bank in
getting discounts from reserve bank

No member bank shall act as the medium or
agent of a nonmember bank in applying for or
receiving discounts from a Federal reserve bank
under the provisions of this chapter, except by
permission of the Board of Governors of the Fed-
eral Reserve System.
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(Dec. 23, 1913, ch. 6, § 19(e), formerly § 19 (par. 8),
38 Stat. 270; June 21, 1917, ch. 32, § 10, 40 Stat. 239;
Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat. 704;
renumbered § 19(e), Pub. L. 89–597, § 2(b), Sept. 21,
1966, 80 Stat. 824.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this Act’’, meaning act Dec. 23, 1913, ch. 6, 38 Stat. 251,
as amended, known as the Federal Reserve Act. For
complete classification of this Act to the Code, see Ref-
erences in Text note set out under section 226 of this
title and Tables.

CODIFICATION

Section is comprised of part of subsec. (e), formerly
eighth par., of section 19 of act Dec. 23, 1913, as redesig-
nated by Pub. L. 89–597. Remainder of subsec. (e) of
such section 19 is classified to section 463 of this title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 248, 1424, 1828,
3105 of this title.

§ 374a. Acting as agent for nonbanking borrower
in making loans on securities to dealers in
stocks, bonds, etc.; penalties

No member bank shall act as the medium or
agent of any nonbanking corporation, partner-
ship, association, business trust, or individual in
making loans on the security of stocks, bonds,
and other investment securities to brokers or
dealers in stocks, bonds, and other investment
securities. Every violation of this provision by
any member bank shall be punishable by a fine
of not more than $100 per day during the con-
tinuance of such violation; and such fine may be
collected, by suit or otherwise, by the Federal
reserve bank of the district in which such mem-
ber bank is located.

(Dec. 23, 1913, ch. 6, § 19(d), formerly § 19 (par. 7),
as added June 16, 1933, ch. 89, § 11(a), 48 Stat. 181;
renumbered § 19(d), Pub. L. 89–597, § 2(b), Sept. 21,
1966, 80 Stat. 824.)

CODIFICATION

Section is comprised of subsec. (d), formerly seventh
par., of section 19 of act Dec. 23, 1913, as redesignated
by Pub. L. 89–597.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 248, 1424, 1828,
3105 of this title.

§ 375. Purchases from directors; sales to directors

Any member bank may contract for, or pur-
chase from, any of its directors or from any firm
of which any of its directors is a member, any
securities or other property, when (and not
otherwise) such purchase is made in the regular
course of business upon terms not less favorable
to the bank than those offered to others, or
when such purchase is authorized by a majority
of the board of directors not interested in the
sale of such securities or property, such author-
ity to be evidenced by the affirmative vote or
written assent of such directors: Provided, how-

ever, That when any director, or firm of which
any director is a member, acting for or on behalf
of others, sells securities or other property to a
member bank, the Board of Governors of the
Federal Reserve System by regulation may, in
any or all cases, require a full disclosure to be
made, on forms to be prescribed by it, of all
commissions or other considerations received,
and whenever such director or firm, acting in
his or its own behalf, sells securities or other
property to the bank the Board of Governors of
the Federal Reserve System, by regulation, may
require a full disclosure of all profit realized
from such sale.

Any member bank may sell securities or other
property to any of its directors, or to a firm of
which any of its directors is a member, in the
regular course of business on terms not more fa-
vorable to such director or firm than those of-
fered to others, or when such sale is authorized
by a majority of the board of directors of a
member bank to be evidenced by their affirma-
tive vote or written assent: Provided, however,
That nothing in this section contained shall be
construed as authorizing member banks to pur-
chase or sell securities or other property which
such banks are not otherwise authorized by law
to purchase or sell.

(Dec. 23, 1913, ch. 6, § 22(d), as added Sept. 26,
1918, ch. 177, § 5, 40 Stat. 971; amended Aug. 23,
1935, ch. 614, title II, § 203(a), 49 Stat. 704.)

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 503, 504 of this
title.

§ 375a. Loans to executive officers of banks

(1) General prohibition; authorization for exten-
sion of credit; conditions for credit

Except as authorized under this section, no
member bank may extend credit in any manner
to any of its own executive officers. No execu-
tive officer of any member bank may become in-
debted to that member bank except by means of
an extension of credit which the bank is author-
ized to make under this section. Any extension
of credit under this section shall be promptly re-
ported to the board of directors of the bank, and
may be made only if—

(A) the bank would be authorized to make it
to borrowers other than its officers;

(B) it is on terms not more favorable than
those afforded other borrowers;

(C) the officer has submitted a detailed cur-
rent financial statement; and

(D) it is on condition that it shall become
due and payable on demand of the bank at any
time when the officer is indebted to any other
bank or banks on account of extensions of
credit of any one of the three categories re-
spectively referred to in paragraphs (2), (3),
and (4) in an aggregate amount greater than
the amount of credit of the same category
that could be extended to him by the bank of
which he is an officer.
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(2) Mortgage loans
A member bank may make a loan to any exec-

utive officer of the bank if, at the time the loan
is made—

(A) it is secured by a first lien on a dwelling
which is expected, after the making of the
loan, to be owned by the officer and used by
him as his residence, and

(B) no other loan by the bank to the officer
under authority of this paragraph is outstand-
ing.

(3) Educational loans
A member bank may make extensions of cred-

it to any executive officer of the bank to finance
the education of the children of the officer.
(4) General limitation on amount of credit

A member bank may make extensions of cred-
it not otherwise specifically authorized under
this section to any executive officer of the bank,
in an amount prescribed in a regulation of the
member bank’s appropriate Federal banking
agency.
(5) Partnership loans

Except to the extent permitted under para-
graph (4), a member bank may not extend credit
to a partnership in which one or more of its ex-
ecutive officers are partners having either indi-
vidually or together a majority interest. For the
purposes of paragraph (4), the full amount of any
credit so extended shall be considered to have
been extended to each officer of the bank who is
a member of the partnership.
(6) Report of date and amount of credit exten-

sions, security, and uses of proceeds upon ex-
cessive extension of credit

Whenever an executive officer of a member
bank becomes indebted to any bank or banks
(other than the one to which he is an officer) on
account of extensions of credit of any one of the
three categories respectively referred to in para-
graphs (2), (3), and (4) in an aggregate amount
greater than the aggregate amount of credit of
the same category that could lawfully be ex-
tended to him by the bank, he shall make a
written report to the board of directors of the
bank, stating the date and amount of each such
extension of credit, the security therefor, and
the purposes for which the proceeds have been or
are to be used.
(7) Endorsement or guarantee of loans or assets;

protective indebtedness
This section does not prohibit any executive

officer of a member bank from endorsing or
guaranteeing for the protection of the bank any
loan or other asset previously acquired by the
bank in good faith or from incurring any indebt-
edness to the bank for the purpose of protecting
the bank against loss or giving financial assist-
ance to it.
(8) Continuation of violation

Each day that any extension of credit in viola-
tion of this section exists is a continuation of
the violation for the purposes of section 1818 of
this title.
(9) Report of loan activity since previous report

of condition
Each member bank shall include with (but not

as part of) each report of condition and copy

thereof filed under section 1817(a)(3) of this title
a report of all loans under authority of this sec-
tion made by the bank since its previous report
of condition.
(10) Rules and regulations; definitions

The Board of Governors of the Federal Reserve
System may prescribe such rules and regula-
tions, including definitions of terms, as it deems
necessary to effectuate the purposes and to pre-
vent evasions of this section.

(Dec. 23, 1913, ch. 6, § 22(g), as added June 16, 1933,
ch. 89, § 12, 48 Stat. 182; amended June 14, 1935,
ch. 245, 49 Stat. 375; Aug. 23, 1935, ch. 614, title
III, § 326(c), 49 Stat. 716; Apr. 25, 1938, ch. 173, 52
Stat. 223; June 20, 1939, ch. 214, § 1, 53 Stat. 842;
Pub. L. 90–44, § 1, July 3, 1967, 81 Stat. 109; Pub.
L. 95–630, title I, § 110, Nov. 10, 1978, 92 Stat. 3665;
Pub. L. 97–320, title IV, § 421, Oct. 15, 1982, 96
Stat. 1522; Pub. L. 103–325, title III, § 334(a), Sept.
23, 1994, 108 Stat. 2233.)

CODIFICATION

Proviso which permitted renewal or extension of
loans made to executive officers prior to June 16, 1933,
for periods expiring not more than five years from June
16, 1939, was omitted as obsolete.

AMENDMENTS

1994—Par. (2). Pub. L. 103–325 in introductory provi-
sions substituted ‘‘A member’’ for ‘‘With the specific
prior approval of its board of directors, a member’’.

1982—Par. (2). Pub. L. 97–320, § 421(a), struck out ‘‘not
exceeding $60,000’’ after ‘‘may make a loan’’.

Par. (3). Pub. L. 97–320, § 421(a), struck out ‘‘, not ex-
ceeding the aggregate amount of $20,000 outstanding at
any one time,’’ after ‘‘officer of the bank’’.

Par. (4). Pub. L. 97–320, § 421(b), substituted ‘‘in an
amount prescribed in a regulation of the member
bank’s appropriate Federal banking agency’’ for ‘‘not
exceeding the aggregate amount of $10,000 outstanding
at any one time’’.

1978—Par. (2). Pub. L. 95–630 substituted ‘‘$60,000’’ for
‘‘$30,000’’.

Par. (3). Pub. L. 95–630 substituted ‘‘$20,000’’ for
‘‘$10,000’’.

Par. (4). Pub. L. 95–630 substituted ‘‘$10,000’’ for
‘‘$5,000’’.

1967—Par. (1). Pub. L. 90–44 rewrote in first sentence
of provisions designated as par. (1) the prohibition of
former first sentence against any executive officer bor-
rowing or otherwise becoming indebted to a member
bank of which he is an officer and against any member
bank making any loan or extending credit in any other
manner to any of its own executive officers, authorized
member banks to extend credit to such executive offi-
cers and to report such extensions to the board of direc-
tors, and provided in subpars. (A) to (D) conditions for
such extension of credit.

Pars. (2), (3). Pub. L. 90–44 inserted provisions, des-
ignated as pars. (2) and (3), for mortgage loans and edu-
cational loans, respectively.

Par. (4). Pub. L. 90–44 incorporated proviso of first
sentence in provisions designated as par. (4), increased
amount of available credit from $2,500 to $5,000, and
struck out requirement of prior approval of credit by
majority of entire board of directors.

Par. (5). Pub. L. 90–44 substituted provisions, des-
ignated as par. (5), for extension of credit to partner-
ships for former provisions of third sentence that ‘‘Bor-
rowing by, or loaning to, a partnership in which one or
more executive officers of a member bank are partners
having either individually or together a majority inter-
est in said partnership, shall be considered within the
prohibition of this section’’.

Par. (6). Pub. L. 90–44 incorporated reporting require-
ment of second sentence in provisions designated as
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par. (6) but limited it to extensions of credit from other
banks to the executive officers as exceeded amounts
available to such officers from their member banks
under pars. (2) to (4) of this section.

Par. (7). Pub. L. 90–44 designated provisions of fourth
sentence as par. (7).

Par. (8). Pub. L. 90–44 designated proviso of sixth sen-
tence as par. (8) and identified the violation as one for
purposes of section 1818 of this title.

Par. (9). Pub. L. 90–44 added requirement, designated
as par. (9), that member banks report all loans made
under authority of this section since previous report of
condition.

Par. (10). Pub. L. 90–44 designated provisions of fifth
sentence as par. (10) and substituted general authoriza-
tion for definition of terms for former specific author-
ization for definition of ‘‘executive officer’’ and for de-
termination what shall be deemed to be a borrowing,
indebtedness, loan, or extension of credit.

Pub. L. 90–44 struck out former sixth sentence, less
proviso, which provided for removal from office in man-
ner prescribed in former section 77 of this title of any
executive officer of member bank accepting a loan or
extension of credit in violation of this section.

1939—Act June 20, 1939, substituted ‘‘June 16, 1939,’’
for ‘‘from such date’’, in first sentence.

1938—Par. (1). Act Apr. 25, 1938, substituted ‘‘six’’ for
‘‘five’’ in first sentence.

1935—Act Aug. 23, 1935, added last two provisos.
Act June 14, 1935, struck out a proviso and inserted in

lieu thereof first proviso.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment effective upon expiration of 120 days
after Nov. 10, 1978, see sec. 2101 of Pub. L. 95–630 set out
as an Effective Date note under section 375b of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 375b, 503, 504,
1468, 1828, 1972 of this title.

§ 375b. Extensions of credit to executive officers,
directors, and principal shareholders of
member banks

(1) In general
No member bank may extend credit to any of

its executive officers, directors, or principal
shareholders, or to any related interest of such
a person, except to the extent permitted under
paragraphs (2), (3), (4), (5), and (6).

(2) Preferential terms prohibited
(A) In general

A member bank may extend credit to its ex-
ecutive officers, directors, or principal share-
holders, or to any related interest of such a
person, only if the extension of credit—

(i) is made on substantially the same
terms, including interest rates and collat-
eral, as those prevailing at the time for com-
parable transactions by the bank with per-
sons who are not executive officers, direc-
tors, principal shareholders, or employees of
the bank;

(ii) does not involve more than the normal
risk of repayment or present other unfavor-
able features; and

(iii) the bank follows credit underwriting
procedures that are not less stringent than
those applicable to comparable transactions
by the bank with persons who are not execu-
tive officers, directors, principal sharehold-
ers, or employees of the bank.

(B) Exception
Nothing in this paragraph shall prohibit any

extension of credit made pursuant to a benefit
or compensation program—

(i) that is widely available to employees of
the member bank; and

(ii) that does not give preference to any of-
ficer, director, or principal shareholder of
the member bank, or to any related interest
of such person, over other employees of the
member bank.

(3) Prior approval required
A member bank may extend credit to a person

described in paragraph (1) in an amount that,
when aggregated with the amount of all other
outstanding extensions of credit by that bank to
each such person and that person’s related inter-
ests, would exceed an amount prescribed by reg-
ulation of the appropriate Federal banking
agency (as defined in section 1813 of this title)
only if—

(A) the extension of credit has been approved
in advance by a majority vote of that bank’s
entire board of directors; and

(B) the interested party has abstained from
participating, directly or indirectly, in the de-
liberations or voting on the extension of cred-
it.

(4) Aggregate limit on extensions of credit to any
executive officer, director, or principal
shareholder

A member bank may extend credit to any ex-
ecutive officer, director, or principal share-
holder, or to any related interest of such a per-
son, only if the extension of credit is in an
amount that, when aggregated with the amount
of all outstanding extensions of credit by that
bank to that person and that person’s related in-
terests, would not exceed the limits on loans to
a single borrower established by section 84 of
this title. For purposes of this paragraph, sec-
tion 84 of this title shall be deemed to apply to
a State member bank as if the State member
bank were a national banking association.
(5) Aggregate limit on extensions of credit to all

executive officers, directors, and principal
shareholders

(A) In general
A member bank may extend credit to any

executive officer, director, or principal share-
holder, or to any related interest of such a per-
son, if the extension of credit is in an amount
that, when aggregated with the amount of all
outstanding extensions of credit by that bank
to its executive officers, directors, principal
shareholders, and those persons’ related inter-
ests would not exceed the bank’s unimpaired
capital and unimpaired surplus.

(B) More stringent limit authorized
The Board may, by regulation, prescribe a

limit that is more stringent than that con-
tained in subparagraph (A).

(C) Board may make exceptions for certain
banks

The Board may, by regulation, make excep-
tions to subparagraph (A) for member banks
with less than $100,000,000 in deposits if the
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Board determines that the exceptions are im-
portant to avoid constricting the availability
of credit in small communities or to attract
directors to such banks. In no case may the
aggregate amount of all outstanding exten-
sions of credit to a bank’s executive officers,
directors, principal shareholders, and those
persons’ related interests be more than 2 times
the bank’s unimpaired capital and unimpaired
surplus.

(6) Overdrafts by executive officers and directors
prohibited

(A) In general
If any executive officer or director has an

account at the member bank, the bank may
not pay on behalf of that person an amount ex-
ceeding the funds on deposit in the account.
(B) Exceptions

Subparagraph (A) does not prohibit a mem-
ber bank from paying funds in accordance
with—

(i) a written preauthorized, interest-bear-
ing extension of credit specifying a method
of repayment; or

(ii) a written preauthorized transfer of
funds from another account of the executive
officer or director at that bank.

(7) Prohibition on knowingly receiving unau-
thorized extension of credit

No executive officer, director, or principal
shareholder shall knowingly receive (or know-
ingly permit any of that person’s related inter-
ests to receive) from a member bank, directly or
indirectly, any extension of credit not author-
ized under this section.
(8) Executive officer, director, or principal share-

holder of certain affiliates treated as execu-
tive officer, director, or principal share-
holder of member bank

(A) In general
For purposes of this section, any executive

officer, director, or principal shareholder (as
the case may be) of any company of which the
member bank is a subsidiary, or of any other
subsidiary of that company, shall be deemed
to be an executive officer, director, or prin-
cipal shareholder (as the case may be) of the
member bank.
(B) Exception

The Board may, by regulation, make excep-
tions to subparagraph (A) for any executive of-
ficer or director of a subsidiary of a company
that controls the member bank if—

(i) the executive officer or director does
not have authority to participate, and does
not participate, in major policymaking func-
tions of the member bank; and

(ii) the assets of such subsidiary do not ex-
ceed 10 percent of the consolidated assets of
a company that controls the member bank
and such subsidiary (and is not controlled by
any other company).

(9) Definitions
For purposes of this section:
(A) Company

(i) In general
Except as provided in clause (ii), the term

‘‘company’’ means any corporation, partner-

ship, business or other trust, association,
joint venture, pool syndicate, sole propri-
etorship, unincorporated organization, or
other business entity.
(ii) Exceptions

The term ‘‘company’’ does not include—
(I) an insured depository institution (as

defined in section 1813 of this title); or
(II) a corporation the majority of the

shares of which are owned by the United
States or by any State.

(B) Control
A person controls a company or bank if that

person, directly or indirectly, or acting
through or in concert with 1 or more persons—

(i) owns, controls, or has the power to vote
25 percent or more of any class of the compa-
ny’s voting securities;

(ii) controls in any manner the election of
a majority of the company’s directors; or

(iii) has the power to exercise a controlling
influence over the company’s management
or policies.

(C) Executive officer
A person is an ‘‘executive officer’’ of a com-

pany or bank if that person participates or has
authority to participate (other than as a di-
rector) in major policymaking functions of the
company or bank.
(D) Extension of credit

(i) In general
A member bank extends credit by making

or renewing any loan, granting a line of
credit, or entering into any similar trans-
action as a result of which a person becomes
obligated (directly or indirectly, or by any
means whatsoever) to pay money or its
equivalent to the bank.
(ii) Exceptions

The Board may, by regulation, make ex-
ceptions to clause (i) for transactions that
the Board determines pose minimal risk.

(E) Member bank
The term ‘‘member bank’’ includes any sub-

sidiary of a member bank.
(F) Principal shareholder

The term ‘‘principal shareholder’’—
(i) means any person that directly or indi-

rectly, or acting through or in concert with
one or more persons, owns, controls, or has
the power to vote more than 10 percent of
any class of voting securities of a member
bank or company; and

(ii) does not include a company of which a
member bank is a subsidiary.

(G) Related interest
A ‘‘related interest’’ of a person is—

(i) any company controlled by that person;
and

(ii) any political or campaign committee
that is controlled by that person or the
funds or services of which will benefit that
person.

(H) Subsidiary
The term ‘‘subsidiary’’ has the same mean-

ing as in section 1841 of this title.
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(10) Board�s rulemaking authority
The Board of Governors of the Federal Reserve

System may prescribe such regulations, includ-
ing definitions of terms, as it determines to be
necessary to effectuate the purposes and prevent
evasions of this section.

(Dec. 23, 1913, ch. 6, § 22(h), as added Pub. L.
95–630, title I, § 104, Nov. 10, 1978, 92 Stat. 3644;
amended Pub. L. 97–320, title IV, §§ 410(e), 422,
Oct. 15, 1982, 96 Stat. 1520, 1522; Pub. L. 102–242,
title III, § 306(a)–(h), Dec. 19, 1991, 105 Stat. 2355,
2357–2359; Pub. L. 102–550, title IX, § 955, title
XVI, § 1605(a)(10), Oct. 28, 1992, 106 Stat. 3895,
4086; Pub. L. 103–325, title III, § 334(b), Sept. 23,
1994, 108 Stat. 2233; Pub. L. 104–208, div. A, title
II, § 2211, Sept. 30, 1996, 110 Stat. 3009–410.)

PRIOR PROVISIONS

A prior section 22(h) of act Dec. 23, 1913, ch. 6, as
added June 19, 1934, ch. 653, § 3, 48 Stat. 1107, was classi-
fied to section 596 of this title, prior to repeal by act
June 25, 1948, ch. 645, § 21, 62 Stat. 862, eff. Sept. 1, 1948.

AMENDMENTS

1996—Par. (2)(A). Pub. L. 104–208, § 2211(a)(1), (2), des-
ignated existing provisions as subpar. (A), inserted
heading, redesignated former subpars. (A) to (C) as cls.
(i) to (iii), respectively, and adjusted margins.

Par. (2)(B). Pub. L. 104–208, § 2211(a)(3), added subpar.
(B). Former subpar. (B) redesignated cl. (ii) of subpar.
(A).

Par. (2)(C). Pub. L. 104–208, § 2211(a)(1), redesignated
subpar. (C) as cl. (iii) of subpar. (A).

Par. (8)(B). Pub. L. 104–208, § 2211(b), amended heading
and text of subpar. (B) generally. Prior to amendment,
text read as follows: ‘‘The Board may, by regulation,
make exceptions to subparagraph (A), except as that
subparagraph makes applicable paragraph (2), for an
executive officer or director of a subsidiary of a com-
pany that controls the member bank, if that executive
officer or director does not have authority to partici-
pate, and does not participate, in major policymaking
functions of the member bank.’’

1994—Par. (8). Pub. L. 103–325 designated existing pro-
visions as subpar. (A), inserted heading, and added sub-
par. (B).

1992—Par. (6)(B)(i). Pub. L. 102–550, § 1605(a)(10), sub-
stituted ‘‘or’’ for ‘‘and’’ at end.

Par. (9)(D). Pub. L. 102–550, § 955(a), designated exist-
ing provisions as cl. (i), inserted heading, and added cl.
(ii).

Par. (9)(F). Pub. L. 102–550, § 955(b), designated portion
of existing provisions as cl. (i), realigned margin, sub-
stituted ‘‘; and’’ for period at end, and added cl. (ii).

1991—Pub. L. 102–242, § 306(a), amended section gener-
ally, substituting provisions relating to extensions of
credit to executive officers, directors, and principal
shareholders of member banks for provisions relating
to prohibitions respecting loans and extensions of cred-
it to executive officers and directors of banks, political
or campaign committees, etc.

Par. (1). Pub. L. 102–242, § 306(d)(2), inserted ‘‘(5),’’
after ‘‘(4),’’.

Par. (2)(C). Pub. L. 102–242, § 306(b), added subpar. (C).
Par. (4). Pub. L. 102–242, § 306(c), inserted ‘‘, director,’’

after ‘‘executive officer’’ in heading and text.
Par. (5). Pub. L. 102–242, § 306(d)(1), added par. (5).
Par. (7). Pub. L. 102–242, § 306(e), added par. (7).
Par. (8). Pub. L. 102–242, § 306(f), struck out ‘‘bank

holding’’ before ‘‘company of which the member’’.
Par. (9)(E). Pub. L. 102–242, § 306(g), added subpar. (E).
Par. (9)(F). Pub. L. 102–242, § 306(h), struck out last

sentence of subpar. (F) which read as follows: ‘‘For pur-
poses of paragraph (4), if a member bank has its main
banking office in a city, town, or village with a popu-
lation of less than 30,000, the preceding sentence shall
apply with ‘18 percent’ substituted for ‘10 percent’.’’

1982—Par. (2). Pub. L. 97–320, § 422, substituted ‘‘an
amount prescribed in a regulation of the appropriate
Federal banking agency’’ for ‘‘$25,000’’.

Par. (6)(C) to (F). Pub. L. 97–320, § 410(e), redesignated
subpars. (D) to (G) as (C) to (F), respectively. Former
subpar. (C), relating to definition of term ‘‘extension of
credit’’, was struck out.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by section 1605(a)(10) of Pub. L. 102–550
effective as if included in the Federal Deposit Insur-
ance Corporation Improvement Act of 1991, Pub. L.
102–242, as of Dec. 19, 1991, see section 1609 of Pub. L.
102–550, set out as a note under section 191 of this title.

EFFECTIVE DATE OF 1991 AMENDMENT

Section 306(l) of Pub. L. 102–242 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and sections 1468, 1828, and 1972 of this title] shall
become effective upon the earlier of—

‘‘(1) the date on which final regulations under sub-
section (m)(1) [set out below] become effective [May
18, 1992, see 57 F.R. 22417]; or

‘‘(2) 150 days after the date of enactment of this Act
[Dec. 19, 1991].’’

EFFECTIVE DATE

Section 2101 of Pub. L. 95–630 provided that: ‘‘Except
as otherwise provided herein, this Act [see Short Title
of 1978 Amendment note set out under section 226 of
this title] shall take effect upon the expiration of one
hundred and twenty days after the date of its enact-
ment [Nov. 10, 1978].’’

REGULATIONS

Section 306(m) of Pub. L. 102–242 provided that:
‘‘(1) IN GENERAL.—The Board of Governors of the Fed-

eral Reserve System shall, not later than 120 days after
the date of enactment of this Act [Dec. 19, 1991], pro-
mulgate final regulations to implement the amend-
ments made by this section [amending this section and
sections 1468, 1828, and 1972 of this title], other than the
amendments made by subsections (i) and (k) [amending
sections 1468 and 1828 of this title].

‘‘(2) LIMITING EXTENSIONS OF CREDIT TO EXECUTIVE OF-
FICERS.—The Federal Deposit Insurance Corporation
and Director of the Office of Thrift Supervision shall
each, not later than 120 days after the date of enact-
ment of this Act, promulgate final regulations pre-
scribing the maximum amount that a nonmember in-
sured bank or insured savings association (as the case
may be) may lend under section 22(g)(4) of the Federal
Reserve Act [12 U.S.C. 375a(4)], as made applicable to
those institutions by subsections (k) and (i), respec-
tively.’’

EXISTING TRANSACTIONS NOT AFFECTED BY 1991
AMENDMENTS

Section 306(n) of Pub. L. 102–242 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and sections 1468, 1828, and 1972 of this title] do not
affect the validity of any extension of credit or other
transaction lawfully entered into on or before the effec-
tive date of those amendments [see Effective Date of
1991 Amendment note above].’’

REPORTING OF CREDIT BY EXECUTIVE OFFICERS AND
DIRECTORS

Section 306(o) of Pub. L. 102–242 provided that: ‘‘An
executive officer or director of an insured depository
institution, a bank holding company, or a savings and
loan holding company, the shares of which are not pub-
licly traded, shall report annually to the board of direc-
tors of the institution or holding company the out-
standing amount of any credit that was extended to
such executive officer or director and that is secured by
shares of the institution or holding company.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 503, 504, 1468,
1828, 1831o, 1843, 1972 of this title; title 15 section 78m.
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§ 376. Rate of interest paid to directors, etc.

No member bank shall pay to any director, of-
ficer, attorney, or employee a greater rate of in-
terest on the deposits of such director, officer,
attorney, or employee than that paid to other
depositors on similar deposits with such member
bank.

(Dec. 23, 1913, ch. 6, § 22(e), as added Sept. 26,
1918, ch. 177, § 5, 40 Stat. 971.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 503, 504 of this
title.

§ 377. Repealed. Pub. L. 106�102, title I, § 101(a),
Nov. 12, 1999, 113 Stat. 1341

Section, acts June 16, 1933, ch. 89, § 20, 48 Stat. 188;
Aug. 23, 1935, ch. 614, title II, § 203(a), title III, § 302, 49
Stat. 704, 707, prohibited member banks from affiliating
with organizations dealing in securities and provided
for penalties.

EFFECTIVE DATE OF REPEAL

Repeal effective 120 days after Nov. 12, 1999, see sec-
tion 161 of Pub. L. 106–102, set out as an Effective Date
of 1999 Amendment note under section 24 of this title.

§ 378. Dealers in securities engaging in banking
business; individuals or associations engag-
ing in banking business; examinations and
reports; penalties

(a) After the expiration of one year after June
16, 1933, it shall be unlawful—

(1) For any person, firm, corporation, asso-
ciation, business trust, or other similar orga-
nization, engaged in the business of issuing,
underwriting, selling, or distributing, at
wholesale or retail, or through syndicate par-
ticipation, stocks, bonds, debentures, notes, or
other securities, to engage at the same time to
any extent whatever in the business of receiv-
ing deposits subject to check or to repayment
upon presentation of a passbook, certificate of
deposit, or other evidence of debt, or upon re-
quest of the depositor: Provided, That the pro-
visions of this paragraph shall not prohibit na-
tional banks or State banks or trust compa-
nies (whether or not members of the Federal
Reserve System) or other financial institu-
tions or private bankers from dealing in, un-
derwriting, purchasing, and selling investment
securities, or issuing securities, to the extent
permitted to national banking associations by
the provisions of section 24 of this title: Pro-
vided further, That nothing in this paragraph
shall be construed as affecting in any way
such right as any bank, banking association,
savings bank, trust company, or other banking
institution, may otherwise possess to sell,
without recourse or agreement to repurchase,
obligations evidencing loans on real estate; or

(2) For any person, firm, corporation, asso-
ciation, business trust, or other similar orga-
nization to engage, to any extent whatever
with others than his or its officers, agents or
employees, in the business of receiving depos-
its subject to check or to repayment upon
presentation of a pass book, certificate of de-
posit, or other evidence of debt, or upon re-
quest of the depositor, unless such person,

firm, corporation, association, business trust,
or other similar organization (A) shall be in-
corporated under, and authorized to engage in
such business by, the laws of the United States
or of any State, Territory, or District, and
subjected, by the laws of the United States, or
of the State, Territory, or District wherein lo-
cated, to examination and regulation, or (B)
shall be permitted by the United States, any
State, territory, or district to engage in such
business and shall be subjected by the laws of
the United States, or such State, territory, or
district to examination and regulations or, (C)
shall submit to periodic examination by the
banking authority of the State, Territory, or
District where such business is carried on and
shall make and publish periodic reports of its
condition, exhibiting in detail its resources
and liabilities, such examination and reports
to be made and published at the same times
and in the same manner and under the same
conditions as required by the law of such
State, Territory, or District in the case of in-
corporated banking institutions engaged in
such business in the same locality.

(b) Whoever shall willfully violate any of the
provisions of this section shall upon conviction
be fined not more than $5,000 or imprisoned not
more than five years, or both, and any officer,
director, employee, or agent of any person, firm,
corporation, association, business trust, or other
similar organization who knowingly partici-
pates in any such violation shall be punished by
a like fine or imprisonment or both.

(June 16, 1933, ch. 89, § 21, 48 Stat. 189; Aug. 23,
1935, ch. 614, title III, § 303, 49 Stat. 707; Pub. L.
86–230, § 23, Sept. 8, 1959, 73 Stat. 466; Pub. L.
90–448, title VIII, § 804(d), Aug. 1, 1968, 82 Stat.
543; Pub. L. 95–369, § 12, Sept. 17, 1978, 92 Stat.
624.)

AMENDMENTS

1978—Subsec. (a)(2)(B). Pub. L. 95–369 inserted ref-
erence to permission by the United States to engage in
such business and subjection by the laws of the United
States to examination and regulation.

1968—Subsec. (a)(1). Pub. L. 90–448 inserted ‘‘, or issu-
ing securities’’ in first proviso.

1959—Subsec. (a). Pub. L. 86–230 inserted ‘‘and sub-
jected, by the laws of the United States, or of the
State, Territory, or District wherein located, to exam-
ination and regulation,’’ after ‘‘District,’’ in cl. (2)(A).

1935—Subsec. (a). Act Aug. 23, 1935, added two provi-
sos to end of par. (1) and amended par. (2) generally.

EFFECTIVE DATE OF 1968 AMENDMENT

For effective date of amendment by Pub. L. 90–448,
see section 808 of Pub. L. 90–448, set out as a note under
section 1716b of this title.

SUBCHAPTER XI—DEPOSITARIES AND
FISCAL AGENTS

§ 391. Federal reserve banks as Government de-
positaries and fiscal agents

The moneys held in the general fund of the
Treasury, except the 5 per centum fund for the
redemption of outstanding national-bank notes
may, upon the direction of the Secretary of the
Treasury, be deposited in Federal reserve banks,
which banks, when required by the Secretary of
the Treasury, shall act as fiscal agents of the
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United States; and the revenues of the Govern-
ment or any part thereof may be deposited in
such banks, and disbursements may be made by
checks drawn against such deposits.

(Dec. 23, 1913, ch. 6, § 15 (par.), 38 Stat. 265; Pub.
L. 90–269, § 2, Mar. 18, 1968, 82 Stat. 50.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this Act’’, meaning act Dec. 23, 1913, ch. 6, 38 Stat. 251,
as amended, known as the Federal Reserve Act. For
complete classification of this Act to the Code, see Ref-
erences in Text note set out under section 226 of this
title and Tables.

CODIFICATION

Section is comprised of first par. of section 15 of act
Dec. 23, 1913. Par. 2 of section 15 and par. 3 of section
15, as added Mar. 4, 1923, ch. 252, title IV, § 406, 42 Stat.
1480, are classified to sections 392 and 393, respectively,
of this title.

AMENDMENTS

1968—Pub. L. 90–269 struck out provision which ex-
cepted funds provided in this chapter for the redemp-
tion of Federal Reserve notes from deposit in Federal
reserve banks.

§ 391a. Reimbursement of Federal Reserve Banks

Beginning in fiscal year 1998 and thereafter,
there are appropriated such sums as may be nec-
essary to reimburse Federal Reserve Banks in
their capacity as depositaries and fiscal agents
for the United States for all services required or
directed by the Secretary of the Treasury to be
performed by such banks on behalf of the Treas-
ury or other Federal agencies.

(Pub. L. 105–61, title I, Oct. 10, 1997, 111 Stat.
1276.)

§ 392. Depositaries of Government funds as con-
fined to banks in Federal reserve system;
member banks as depositaries

No public funds of the postal savings, or any
Government funds, shall be deposited in the con-
tinental United States in any bank not belong-
ing to the system established by this chapter:
Provided, however, That nothing in this chapter
shall be construed to deny the right of the Sec-
retary of the Treasury to use member banks as
depositaries.

(Dec. 23, 1913, ch. 6, § 15 (par.), 38 Stat. 265; Proc.
No. 2695, eff. July 4, 1946, 11 F.R. 7517, 60 Stat.
1352.)

CODIFICATION

Words ‘‘of the Philippine Islands, or’’ after ‘‘No public
funds’’ were deleted on authority of 1946 Proc. No. 2695,
which granted independence to the Philippine Islands
pursuant to section 1394 of Title 22. Proc. No. 2695 is set
out as a note under section 1394 of Title 22, Foreign Re-
lations and Intercourse.

Section is comprised of second par. of section 15 of
act Dec. 23, 1913. Par. 1 of section 15 and par. 3 of sec-
tion 15, as added Mar. 4, 1923, ch. 252, title IV, § 406, 42
Stat. 1480, are classified to sections 391 and 393, respec-
tively, of this title.

§ 393. Federal reserve banks as depositaries for
Farm Credit System

The Federal Reserve banks are authorized to
act as depositaries for and fiscal agents of any

Federal land bank, Federal intermediate credit
bank, bank for cooperatives, or other institu-
tions of the Farm Credit System.

(Dec. 23, 1913, ch. 6, § 15 (par.), as added Mar. 4,
1923, ch. 252, title IV, § 406, 42 Stat. 1480; amended
Pub. L. 92–181, title V, § 5.41, formerly § 5.27(b),
Dec. 10, 1971, 85 Stat. 625; renumbered § 5.41(b),
Pub. L. 99–205, title II, § 205(a)(2), Dec. 23, 1985, 99
Stat. 1703; renumbered § 5.41, Pub. L. 100–233,
title VIII, § 805(ff)(2), Jan. 6, 1988, 101 Stat. 1717.)

CODIFICATION

Section is comprised of third par. of section 15 of act
Dec. 23, 1913, as added Mar. 4, 1923. Pars. 1 and 2 of sec-
tion 15 are classified to sections 391 and 392, respec-
tively, of this title.

AMENDMENTS

1971—Pub. L. 92–181 substituted ‘‘Federal land bank,
Federal intermediate credit bank, bank for coopera-
tives, or other institutions of the Farm Credit System’’
for ‘‘national agricultural credit corporation or Federal
intermediate credit bank’’.

§ 394. Federal reserve banks as depositaries for
and fiscal agents of Home Owners� Loan Cor-
poration

The Federal Reserve banks are authorized,
with the approval of the Secretary of the Treas-
ury, to act as depositaries, custodians, and fiscal
agents for the Home Owners’ Loan Corporation.

(Apr. 27, 1934, ch. 168, § 8, 48 Stat. 646.)

ABOLITION OF HOME OWNERS’ LOAN CORPORATION

For dissolution and abolishment of Home Owners’
Loan Corporation, referred to in this section, by act
June 30, 1953, ch. 170, § 21, 67 Stat. 126, see note set out
under section 1463 of this title.

§ 395. Federal reserve banks as depositaries, cus-
todians and fiscal agents for Commodity
Credit Corporation

The Federal Reserve banks are authorized to
act as depositaries, custodians, and fiscal agents
for the Commodity Credit Corporation.

(July 16, 1943, ch. 241, § 3, 57 Stat. 566.)

TRANSFER OF FUNCTIONS

Administration of program of Commodity Credit Cor-
poration transferred to Secretary of Agriculture by
Reorg. Plan No. 3 of 1946, § 501, eff. July 16, 1946, 11 F.R.
7877, 60 Stat. 1100. See Appendix to Title 5, Government
Organization and Employees.

EXCEPTIONS FROM TRANSFER OF FUNCTIONS

Functions of Corporations of Department of Agri-
culture, boards of directors and officers of such cor-
porations, Advisory Board of Commodity Credit Cor-
poration, and Farm Credit Administration or any agen-
cy, officer or entity of, under, or subject to supervision
of Administration were excepted from functions of offi-
cers, agencies, and employees transferred to Secretary
of Agriculture by Reorg. Plan No. 2 of 1953, § 1, eff. June
4, 1953, 18 F.R. 3219, 67 Stat. 633, set out in the Appendix
to Title 5, Government Organization and Employees.

SUBCHAPTER XII—FEDERAL RESERVE
NOTES

§ 411. Issuance to reserve banks; nature of obliga-
tion; redemption

Federal reserve notes, to be issued at the dis-
cretion of the Board of Governors of the Federal
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Reserve System for the purpose of making ad-
vances to Federal reserve banks through the
Federal reserve agents as hereinafter set forth
and for no other purpose, are authorized. The
said notes shall be obligations of the United
States and shall be receivable by all national
and member banks and Federal reserve banks
and for all taxes, customs, and other public
dues. They shall be redeemed in lawful money
on demand at the Treasury Department of the
United States, in the city of Washington, Dis-
trict of Columbia, or at any Federal Reserve
bank.

(Dec. 23, 1913, ch. 6, § 16 (par.), 38 Stat. 265; Jan.
30, 1934, ch. 6, § 2(b)(1), 48 Stat. 337; Aug. 23, 1935,
ch. 614, title II, § 203(a), 49 Stat. 704.)

REFERENCES IN TEXT

Phrase ‘‘hereinafter set forth’’ is from section 16 of
the Federal Reserve Act, act Dec. 23, 1913. Reference
probably means as set forth in sections 17 et seq. of the
Federal Reserve Act. For classification of these sec-
tions to the Code, see Tables.

CODIFICATION

Section is comprised of first par. of section 16 of act
Dec. 23, 1913. Pars. 2 to 4, 5, and 6, 7, 8 to 11, 13 and 14
of section 16, and pars. 15 to 18 of section 16 as added
June 21, 1917, ch. 32, § 8, 40 Stat. 238, are classified to
sections 412 to 414, 415, 416, 418 to 421, 360, 248–1, and 467,
respectively, of this title.

Par. 12 of section 16, formerly classified to section 422
of this title, was repealed by act June 26, 1934, ch. 756,
§ 1, 48 Stat. 1225.

AMENDMENTS

1934—Act Jan. 30, 1934, struck out from last sentence
provision permitting redemption in gold.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 348, 420, 421, 467
of this title.

§ 412. Application for notes; collateral required

Any Federal Reserve bank may make applica-
tion to the local Federal Reserve agent for such
amount of the Federal Reserve notes herein-
before provided for as it may require. Such ap-
plication shall be accompanied with a tender to
the local Federal Reserve agent of collateral in
amount equal to the sum of the Federal Reserve
notes thus applied for and issued pursuant to
such application. The collateral security thus
offered shall be notes, drafts, bills of exchange,
or acceptances acquired under section 92, 342 to
348, 349 to 352, 361, 372, or 373 of this title, or bills
of exchange endorsed by a member bank of any
Federal Reserve district and purchased under
the provisions of sections 348a and 353 to 359 of
this title, or bankers’ acceptances purchased
under the provisions of said sections 348a and 353
to 359 of this title, or gold certificates, or Spe-
cial Drawing Right certificates, or any obliga-
tions which are direct obligations of, or are fully
guaranteed as to principal and interest by, the
United States or any agency thereof, or assets
that Federal Reserve banks may purchase or
hold under sections 348a and 353 to 359 of this

title. In no event shall such collateral security
be less than the amount of Federal Reserve
notes applied for. The Federal Reserve agent
shall each day notify the Board of Governors of
the Federal Reserve System of all issues and
withdrawals of Federal Reserve notes to and by
the Federal Reserve bank to which he is accred-
ited. The said Board of Governors of the Federal
Reserve System may at any time call upon a
Federal Reserve bank for additional security to
protect the Federal Reserve notes issued to it.
Collateral shall not be required for Federal Re-
serve notes which are held in the vaults of Fed-
eral Reserve banks.

(Dec. 23, 1913, ch. 6, § 16 (par.), 38 Stat. 265; Sept.
7, 1916, ch. 461, 39 Stat. 754; June 21, 1917, ch. 32,
§ 7, 40 Stat. 236; Feb. 27, 1932, ch. 58, § 3, 47 Stat.
57; Feb. 3, 1933, ch. 34, 47 Stat. 794; Jan. 30, 1934,
ch. 6, § 2(b)(2), 48 Stat. 338; Mar. 6, 1934, ch. 47, 48
Stat. 398; Aug. 23, 1935, ch. 614, title II, § 203(a),
49 Stat. 704; Mar. 1, 1937, ch. 20, 50 Stat. 23; June
30, 1939, ch. 256, 53 Stat. 991; June 30, 1941, ch. 264,
55 Stat. 395; May 25, 1943, ch. 102, 57 Stat. 85;
June 12, 1945, ch. 186, § 2, 59 Stat. 237; Pub. L.
90–349, § 5(a), June 19, 1968, 82 Stat. 189; Pub. L.
95–630, title I, § 113, Nov. 10, 1978, 92 Stat. 3671;
Pub. L. 96–221, title I, § 105(b)(1), Mar. 31, 1980, 94
Stat. 140; Pub. L. 106–122, Dec. 6, 1999, 113 Stat.
1638.)

CODIFICATION

Section is comprised of second par. of section 16 of
act Dec. 23, 1913. For classification to this title of other
pars. of section 16, see Codification note set out under
section 411 of this title.

AMENDMENTS

1999—Pub. L. 106–122 substituted ‘‘acceptances ac-
quired under section 92, 342 to 348, 349 to 352, 361, 372, or
373 of this title’’ for ‘‘acceptances acquired under the
provisions of sections 92, 342 to 347, 347c, 347d, 361, 372,
and 373 of this title’’.

1980—Pub. L. 96–221 inserted provisions relating to
purchase, etc., of assets by Federal Reserve banks, and
eliminating collateral requirement for Federal Reserve
notes held in Federal Reserve bank vaults.

1978—Pub. L. 95–630 substituted ‘‘any obligations
which are direct obligations of, or are fully guaranteed
as to principal and interest by, the United States or
any agency thereof’’ of ‘‘direct obligations of the
United States’’.

1968—Pub. L. 90–349 added Special Drawing Right cer-
tificates to the types of allowable collateral security
which may be tendered for Federal Reserve notes.

1945—Act June 12, 1945, substituted ‘‘, or direct obli-
gations of the United States.’’ for proviso after ‘‘gold
certificates’’ in first sentence which limited period dur-
ing which direct obligations of the United States could
be accepted as collateral security.

1943—Act May 25, 1943, substituted ‘‘June 30, 1945’’ for
‘‘June 30, 1943,’’ in proviso.

1941—Act June 30, 1941, substituted ‘‘June 30, 1943’’ for
‘‘June 30, 1941’’ in proviso.

1939—Act June 30, 1939, substituted ‘‘June 30, 1941’’ for
‘‘June 30, 1939’’ in proviso.

1937—Act Mar. 1, 1937, extended until June 30, 1939,
period within which direct obligations of the United
States may be accepted as collateral security under
this section, and struck out provision authorizing
President to extend period.

1934—Act Mar. 6, 1934, amended proviso and two sen-
tences immediately following.

Act Jan. 30, 1934, amended portion of third sentence
before proviso.

1933—Act Feb. 3, 1933, substituted ‘‘March 3, 1934’’ for
‘‘March 3, 1933’’ wherever appearing.
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1 See References in Text note below.

1932—Act Feb. 27, 1932, inserted proviso and two sen-
tences immediately following.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96–221 effective on first day of
sixth month which begins after Mar. 31, 1980, see sec-
tion 108 of Pub. L. 96–221, set out as a note under sec-
tion 248 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment effective upon expiration of 120 days
after Nov. 10, 1978, see sec. 2101 of Pub. L. 95–630 set out
as an Effective Date note under section 375b of this
title.

UNITED STATES OBLIGATIONS AS COLLATERAL;
EXTENSION OF PERIOD

The period within which direct obligations of the
United States could be accepted as collateral security
under this section was extended to Mar. 3, 1937, by
Proclamation No. 2117, of Feb. 14, 1935, 49 Stat. 3437; ex-
tended to June 30, 1939, by act Mar. 1, 1937; extended to
June 30, 1941, by act June 30, 1939; extended to June 30,
1943, by act June 30, 1941; and extended to June 30, 1945,
by act May 25, 1943. Act June 12, 1945, amended section
to remove the time limitation.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 347a, 348, 420,
421, 461, 467 of this title.

§ 413. Distinctive letter and serial number of
notes; cancellation of notes unfit for circula-
tion; accounting; apportionment of credit
among Federal Reserve banks

Federal Reserve notes shall bear upon their
faces a distinctive letter and serial number
which shall be assigned by the Board of Gov-
ernors of the Federal Reserve System to each
Federal Reserve bank. Federal Reserve notes
unfit for circulation shall be canceled, de-
stroyed, and accounted for under procedures pre-
scribed and at locations designated by the Sec-
retary of the Treasury. Upon destruction of such
notes, credit with respect thereto shall be appor-
tioned among the twelve Federal Reserve banks
as determined by the Board of Governors of the
Federal Reserve System.

(Dec. 23, 1913, ch. 6, § 16 (par.), 38 Stat. 266; June
21, 1917, ch. 32, § 7, 40 Stat. 236; Jan. 30, 1934, ch.
6, § 2(b)(3), (4), 48 Stat. 338; Aug. 23, 1935, ch. 614,
title II, § 203(a), 49 Stat. 704; June 12, 1945, ch. 186,
§ 1(a), 59 Stat. 237; July 19, 1954, ch. 547, 68 Stat.
495; Pub. L. 89–3, § 1, Mar. 3, 1965, 79 Stat. 5; Pub.
L. 89–427, § 3, May 20, 1966, 80 Stat. 161; Pub. L.
90–269, § 3, Mar. 18, 1968, 82 Stat. 50.)

CODIFICATION

Section is comprised of third par. of section 16 of act
Dec. 23, 1913. For classification to this title of other
pars. of section 16, see Codification note set out under
section 411 of this title.

AMENDMENTS

1968—Pub. L. 90–269 substituted requirement that
Federal Reserve notes bear upon their faces a distinc-
tive letter and serial number which shall be assigned by
the Board of Governors to each Federal Reserve bank
for former requirement that each Federal Reserve bank

maintain reserves in gold certificates of not less than
25 percent against its Federal Reserve notes in actual
circulation and former provisions respecting redemp-
tion by the Treasury of Federal Reserve notes.

1966—Pub. L. 89–427 substituted provisions that Fed-
eral Reserve notes unfit for circulation be canceled, de-
stroyed, and accounted for under procedures prescribed
and at locations designated by the Secretary of the
Treasury and that credit with respect to the destruc-
tion of the notes be apportioned among the twelve Fed-
eral Reserve banks as determined by the Board of Gov-
ernors of the Federal Reserve System for provisions
that Federal Reserve notes unfit for circulation be re-
turned by the Federal Reserve agents to the Comptrol-
ler of the Currency for cancellation and destruction.

1965—Pub. L. 89–3 struck out requirement that each
Federal Reserve bank maintain reserves in gold certifi-
cates against deposit liabilities.

1954—Act July 19, 1954, struck out provisions prohib-
iting a Federal Reserve bank from paying out notes of
another Federal Reserve bank.

1945—Act June 12, 1945, amended first sentence gener-
ally by striking out ‘‘or lawful money’’ after ‘‘reserves
in gold certificates’’, substituting ‘‘25 per centum’’ for
‘‘35 per centum’’ and ‘‘40 per centum’’, respectively.

1934—Act Jan. 30, 1934, amended first, fifth, and sixth
sentences.

CHANGE OF NAME

Section 203(a) of Act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

TRANSFER OF FUNCTIONS

For transfer of functions to Secretary of the Treas-
ury, see note set out under section 121 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 348, 420, 421, 467
of this title.

§ 414. Authority of Board of Governors respecting
issuance of notes; interest; lien

The Board of Governors of the Federal Reserve
System shall have the right, acting through the
Federal Reserve agent, to grant in whole or in
part, or to reject entirely the application of any
Federal Reserve bank for Federal Reserve notes;
but to the extent that such application may be
granted the Board of Governors of the Federal
Reserve System shall, through its local Federal
Reserve agent, supply Federal Reserve notes to
the banks so applying, and such bank shall be
charged with the amount of the notes issued to
it and shall pay such rate of interest as may be
established by the Board of Governors of the
Federal Reserve system on only that amount of
such notes which equals the total amount of its
outstanding Federal Reserve notes less the
amount of gold certificates held by the Federal
Reserve agent as collateral security. Federal Re-
serve notes issued to any such bank shall, upon
delivery, together with such notes of such Fed-
eral Reserve bank as may be issued under sub-
chapter XIII 1 of this chapter upon security of
United States 2 per centum Government bonds,
become a first and paramount lien on all the as-
sets of such bank.

(Dec. 23, 1913, ch. 6, § 16 (par.), 38 Stat. 266; June
21, 1917, ch. 32, § 7, 40 Stat. 237; Jan. 30, 1934, ch.
6, § 2(b)(5), 48 Stat. 338; Aug. 23, 1935, ch. 614, title
II, § 203(a), 49 Stat. 704; June 12, 1945, ch. 186,
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§ 1(b), 59 Stat. 237; Pub. L. 90–269, § 4, Mar. 18,
1968, 82 Stat. 50.)

REFERENCES IN TEXT

Subchapter XIII of this chapter, referred to in text,
was in the original ‘‘section 18 of this Act’’, meaning
section 18 of act Dec. 23, 1913, ch. 6, 38 Stat. 251, as
amended, known as the Federal Reserve Act. Section 18
of the act was classified generally to subchapter XIII
(§ 441 et seq.) of this chapter.

CODIFICATION

Section is comprised of fourth par. of section 16 of act
Dec. 23, 1913. For classification to this title of other
pars. of section 16, see Codification note set out under
section 411 of this title.

AMENDMENTS

1968—Pub. L. 90–269 repealed first sentence provisions
that Board of Governors require each Federal Reserve
bank to maintain on deposit in the Treasury a sum in
gold certificates sufficient, in the judgment of the Sec-
retary of the Treasury, for redemption of Federal Re-
serve notes issued to such bank, but not less than 5 per-
cent of total amount of notes issued less amount of
gold certificates held by the Federal Reserve agent as
collateral security, and counting and including such de-
posit of gold certificates as part of the 25 percent re-
serve formerly required by section 413 of this title to be
maintained against Federal Reserve notes in actual cir-
culation and substituted in the first, formerly second
sentence, ‘‘Board of Governors of the Federal Reserve
System’’ for ‘‘Board’’.

1945—Act June 12, 1945, substituted in first sentence
‘‘25 per centum reserve required by section 413 of this
title to be maintained against Federal Reserve notes in
actual circulation’’ for ‘‘40 per centum reserve required
by section 413 of this title’’.

1934—Act Jan. 30, 1934, amended first sentence.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 348, 420, 421, 467
of this title.

§ 415. Reduction of liability for outstanding notes
by depositing notes and collateral and pay-
ment of notes of series prior to 1928; reissue
of deposited notes

Any Federal Reserve bank may at any time re-
duce its liability for outstanding Federal Re-
serve notes by depositing with the Federal Re-
serve agent its Federal Reserve notes, gold cer-
tificates, Special Drawing Right certificates, or
lawful money of the United States. Federal Re-
serve notes so deposited shall not be reissued,
except upon compliance with the conditions of
an original issue. The liability of a Federal Re-
serve bank with respect to its outstanding Fed-
eral Reserve notes shall be reduced by an
amount paid by such bank to the Secretary of
the Treasury under section 4 of the Old Series
Currency Adjustment Act.

(Dec. 23, 1913, ch. 6, § 16 (pars.), 38 Stat. 267; June
21, 1917, ch. 32, § 7, 40 Stat. 237; Jan. 30, 1934, ch.
6, § 2(b)(5), 48 Stat. 339; Aug. 23, 1935, ch. 614, title
II, § 203(a), 49 Stat. 704; Pub. L. 87–66, § 8(a), June
30, 1961, 75 Stat. 147; Pub. L. 90–269, § 5, Mar. 18,
1968, 82 Stat. 50; Pub. L. 90–349, § 5(b), June 19,
1968, 82 Stat. 189.)

REFERENCES IN TEXT

Section 4 of the Old Series Currency Adjustment Act,
referred to in text, which was classified to section 913
of former Title 31, was repealed by Pub. L. 97–258, § 5(b),
Sept. 13, 1982, 96 Stat. 1068, the first section of which
enacted Title 31, Money and Finance.

CODIFICATION

Section is comprised of fifth and sixth pars. of section
16 of act Dec. 23, 1913. For classification to this title of
other pars. of section 16, see Codification note set out
under section 411 of this title.

AMENDMENTS

1968—Pub. L. 90–349 added Special Drawing Right cer-
tificates to the types of deposits which Federal Reserve
banks may use in reducing their liability for outstand-
ing Federal Reserve notes.

Pub. L. 90–269 repealed second par. (sixth par, of sec-
tion 16 of Act Dec. 23, 1913) which provided that the
Federal Reserve agent shall hold the gold certificates
and lawful money for exchange for the outstanding
Federal Reserve notes and that upon the request of the
Secretary of the Treasury, the Board of Governors shall
require the agent to transmit to the Treasurer of the
United States as many gold certificates held by him as
collateral as may be required for the exclusive purpose
of the redemption of such Federal Reserve notes.

1961—Pub. L. 87–66 provided for reduction of liability
for outstanding notes by payment of notes of series
prior to 1928.

1934—Act Jan. 30, 1934, struck out ‘‘gold’’ wherever it
appeared before ‘‘gold certificates,’’ and inserted ‘‘cer-
tificates’’ after ‘‘gold’’ wherever latter stood alone.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

TRANSFER OF FUNCTIONS

For transfer of functions to Secretary of the Treas-
ury, see note set out under section 121 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 348, 420, 421, 467
of this title.

§ 416. Withdrawal of collateral deposited to pro-
tect notes and substitution of other collat-
eral; retirement of notes; payment of notes of
series prior to 1928; recovery of collateral;
reissue of deposited notes

Any Federal Reserve bank may at its discre-
tion withdraw collateral deposited with the
local Federal Reserve agent for the protection of
its Federal Reserve notes issued to it, and shall
at the same time substitute therefor other col-
lateral of equal amount with the approval of the
Federal Reserve agent under regulations to be
prescribed by the Board of Governors of the Fed-
eral Reserve System. Any Federal Reserve bank
may retire any of its Federal Reserve notes by
depositing them with the Federal Reserve agent
or with the Treasurer of the United States, and
such Federal Reserve bank shall thereupon be
entitled to receive back the collateral deposited
with the Federal Reserve agent for the security
of such notes. Any Federal Reserve bank shall
further be entitled to receive back the collateral
deposited with the Federal Reserve agent for the
security of any notes with respect to which such
bank has made payment to the Secretary of the
Treasury under section 4 of the Old Series Cur-
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rency Adjustment Act. Federal Reserve notes so
deposited shall not be reissued except upon com-
pliance with the conditions of an original issue.

(Dec. 23, 1913, ch. 6, § 16 (par.), 38 Stat. 267; June
21, 1917, ch. 32, § 7, 40 Stat. 237; Aug. 23, 1935, ch.
614, title II, § 203(a), 49 Stat. 704; Pub. L. 87–66,
§ 8(b), June 30, 1961, 75 Stat. 147; Pub. L. 90–269,
§ 6, Mar. 18, 1968, 82 Stat. 50.)

REFERENCES IN TEXT

Section 4 of the Old Series Currency Adjustment Act,
referred to in text, which was classified to section 913
of former Title 31, was repealed by Pub. L. 97–258, § 5(b),
Sept. 13, 1982, 96 Stat. 1068, the first section of which
enacted Title 31, Money and Finance.

CODIFICATION

Section is comprised of seventh par. of section 16 of
act Dec. 23, 1913. For classification to this title of other
pars. of section 16, see Codification note set out under
section 411 of this title.

AMENDMENTS

1968—Pub. L. 90–269 repealed fourth sentence which
provided that Federal Reserve banks shall not be re-
quired to maintain the reserve or the redemption fund
against Federal Reserve notes which have been retired,
or as to which payment has been made to the Secretary
of the Treasury under section 4 of the Old Series Cur-
rency Adjustment Act, on notes of series prior to 1928.

1961—Pub. L. 87–66 provided for recovery of collateral
upon payment of notes of series prior to 1928 and re-
moved requirement of reserve or redemption fund for
such notes.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

TRANSFER OF FUNCTIONS

For transfer of functions to Secretary of the Treas-
ury, see note set out under section 121 of this title.

SECTIONS REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 348, 420, 421, 467
of this title.

§ 417. Custody and safe-keeping of notes issued
to and collateral deposited with reserve
agent

All Federal Reserve notes and all gold certifi-
cates, Special Drawing Right certificates, and
lawful money issued to or deposited with any
Federal Reserve agent under the provisions of
this chapter shall be held for such agent, under
such rules and regulations as the Board of Gov-
ernors of the Federal Reserve System may pre-
scribe, in the joint custody of himself and the
Federal Reserve bank to which he is accredited.
Such agent and such Federal Reserve bank shall
be jointly liable for the safe-keeping of such
Federal Reserve notes, gold certificates, Special
Drawing Right certificates, and lawful money.
Nothing herein contained, however, shall be con-
strued to prohibit a Federal Reserve agent from
depositing gold certificates and Special Drawing
Right certificates with the Board of Governors
of the Federal Reserve System, to be held by
such Board subject to his order, or with the
Treasurer of the United States, for the purposes
authorized by law.

(June 21, 1917, ch. 32, § 7 (par.), 40 Stat. 238; Jan.
30, 1934, ch. 6, § 2(b)(6), 48 Stat. 339; Aug. 23, 1935,

ch. 614, title II, § 203(a), 49 Stat. 704; Pub. L.
90–349, § 5(c), June 19, 1968, 82 Stat. 189.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this Act’’, meaning act Dec. 23, 1913, ch. 6, 38 Stat. 251,
as amended, known as the Federal Reserve Act. For
complete classification of this Act to the Code, see Ref-
erences in Text note set out under section 226 of this
title and Tables.

CODIFICATION

Section is comprised of last par. of section 7 of act
June 21, 1917. The preceding pars. of section 7 amended
pars. two, three, four, five, six, and seven of section 16
of act Dec. 23, 1913. For classification to this title of
section 16, see Codification note set out under section
411 of this title.

AMENDMENTS

1968—Pub. L. 90–349 inserted references to Special
Drawing Right certificates.

1934—Act Jan. 30, 1934, struck out ‘‘gold,’’ wherever it
appeared before ‘‘gold certificates’’.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

TRANSFER OF FUNCTIONS

For transfer of functions to Secretary of the Treas-
ury, see note set out under section 121 of this title.

§ 418. Printing of notes; denomination and form

In order to furnish suitable notes for circula-
tion as Federal reserve notes, the Secretary of
the Treasury shall cause plates and dies to be
engraved in the best manner to guard against
counterfeits and fraudulent alterations, and
shall have printed therefrom and numbered such
quantities of such notes of the denominations of
$1, $2, $5, $10, $20, $50, $100, $500, $1,000, $5,000,
$10,000 as may be required to supply the Federal
Reserve banks. Such notes shall be in form and
tenor as directed by the Secretary of the Treas-
ury under the provisions of this chapter and
shall bear the distinctive numbers of the several
Federal reserve banks through which they are
issued.

(Dec. 23, 1913, ch. 6, § 16 (par.), 38 Stat. 267; Sept.
26, 1918, ch. 177, § 3, 40 Stat. 969; Pub. L. 88–36,
title I, § 3, June 4, 1963, 77 Stat. 54; Pub. L.
103–325, title VI, § 602(g)(3), Sept. 23, 1994, 108
Stat. 2293.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this Act’’, meaning act Dec. 23, 1913, ch. 6, 38 Stat. 251,
as amended, known as the Federal Reserve Act. For
complete classification of this Act to the Code, see Ref-
erences in Text note set out under section 226 of this
title and Tables.

CODIFICATION

Section is comprised of eighth par. of section 16 of act
Dec. 23, 1913. For classification to this title of other
pars. of section 16, see Codification note set out under
section 411 of this title.

AMENDMENTS

1994—Pub. L. 103–325, which directed substitution in
first sentence of ‘‘the Secretary of the Treasury shall’’
for ‘‘the Comptroller of the Currency shall under the
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direction of the Secretary of the Treasury,’’, was exe-
cuted by making the substitution for ‘‘the Comptroller
of the Currency shall, under the direction of the Sec-
retary of the Treasury,’’ to reflect the probable intent
of Congress.

1963—Pub. L. 83–36 inserted ‘‘$1, $2,’’ after ‘‘notes of
the denominations of’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 348, 420, 421, 467
of this title.

§ 419. Delivery of notes prior to delivery to banks

When such notes have been prepared, the notes
shall be delivered to the Board of Governors of
the Federal Reserve System subject to the order
of the Secretary of the Treasury for the delivery
of such notes in accordance with this chapter.

(Dec. 23, 1913, ch. 6, § 16 (par.), 38 Stat. 267; May
29, 1920, ch. 214, § 1, 41 Stat. 654; Pub. L. 103–325,
title VI, § 602(g)(4), Sept. 23, 1994, 108 Stat. 2293.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this Act’’, meaning act Dec. 23, 1913, ch. 6, 38 Stat. 251,
as amended, known as the Federal Reserve Act. For
complete classification of this Act to the Code, see Ref-
erences in Text note set out under section 226 of this
title and Tables.

CODIFICATION

Section is comprised of ninth par. of section 16 of act
Dec. 23, 1913. For classification to this title of other
pars. of section 16, see Codification note set out under
section 411 of this title.

AMENDMENTS

1994—Pub. L. 103–325 amended section generally. Prior
to amendment, section read as follows: ‘‘When such
notes have been prepared, they shall be deposited in the
Treasury, or in the designated depositary or mint of
the United States nearest the place of business of each
Federal reserve bank and shall be held for the use of
such bank subject to the order of the Comptroller of
the Currency for their delivery, as provided by this
chapter.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 348, 420, 421, 467
of this title.

§ 420. Control and direction of plates and dies;
expense of issue and retirement of notes paid
by banks

The plates and dies to be procured by the Sec-
retary of the Treasury for the printing of such
circulating notes shall remain under his control
and direction, and the expenses necessarily in-
curred in executing the laws relating to the pro-
curing of such notes, and all other expenses inci-
dental to their issue and retirement, shall be
paid by the Federal reserve banks, and the
Board of Governors of the Federal Reserve Sys-
tem shall include in its estimate of expenses lev-
ied against the Federal reserve banks a suffi-
cient amount to cover the expenses herein pro-
vided for.

(Dec. 23, 1913, ch. 6, § 16 (par.), 38 Stat. 267; Pub.
L. 103–325, title VI, § 602(g)(5), Sept. 23, 1994, 108
Stat. 2293.)

REFERENCES IN TEXT

Phrase ‘‘herein provided for’’, referred to in text,
probably means as provided for in section 16 of act Dec.

23, 1913. For classification to this title of section 16, see
Codification note set out under section 411 of this title.

CODIFICATION

Section is comprised of tenth par. of section 16 of act
Dec. 23, 1913. For classification to this title of other
pars. of section 16, see Codification note set out under
section 411 of this title.

AMENDMENTS

1994—Pub. L. 103–325 substituted ‘‘Secretary of the
Treasury’’ for ‘‘Comptroller of the Currency’’ and
‘‘Board of Governors of the Federal Reserve System’’
for ‘‘Federal Reserve Board’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 348, 421, 467 of
this title.

§ 421. Examination of plates and dies

The Secretary of the Treasury may examine
the plates, dies, bed pieces, and other material
used in the printing of Federal Reserve notes
and issue regulations relating to such examina-
tions.

(Dec. 23, 1913, ch. 6, § 16 (par.), 38 Stat. 267; Pub.
L. 103–325, title VI, § 602(g)(6), Sept. 23, 1994, 108
Stat. 2293.)

CODIFICATION

Section is comprised of eleventh par. of section 16 of
act Dec. 23, 1913. For classification to this title of other
pars. of section 16, see Codification note set out under
section 411 of this title.

AMENDMENTS

1994—Pub. L. 103–325 amended section generally. Prior
to amendment, section read as follows: ‘‘The examina-
tion of plates, dies, bed pieces, and so forth, and regula-
tions relating to such examination of plates, dies, and
so forth, of national-bank notes provided for in section
108 of this title, is extended to include notes herein pro-
vided for.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 348, 420, 467 of
this title.

§ 422. Repealed. June 26, 1934, ch. 756, § 1, 48
Stat. 1225

Section, act Dec. 23, 1913, ch. 6, § 16 (par.), 38 Stat. 267,
made permanent appropriations for printing notes be-
sides authorizing use of certain printing stock on hand
Dec. 23, 1913.

SUBCHAPTER XIII—CIRCULATING NOTES
AND BONDS SECURING SAME

§§ 441 to 448. Omitted

CODIFICATION

Sections, act Dec. 23, 1913, ch. 6, § 18, 38 Stat. 268, as
amended by acts Mar. 9, 1933, ch. 1, title IV, § 401, 48
Stat. 6; Sept. 23, 1994, Pub. L. 103–325, title VI,
§ 602(g)(7), 108 Stat. 2293, are omitted as obsolete.

Section 441 provided that at any time during a period
of twenty years from Dec. 23, 1915, any member bank
desiring to retire the whole or any part of its circulat-
ing notes file with the Treasurer of the United States
an application to sell for its account, at par and ac-
crued interest, United States bonds, securing circula-
tion to be retired.

Section 442 related to purchase of bonds by reserve
banks.

Section 443 related to transfer of bonds purchased,
payment, and cancellation of circulating notes of mem-
ber banks.
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Section 444 related to issuance of circulating notes to
reserve banks purchasing bonds.

Section 445 provided for issuance of circulating notes
to Federal Reserve banks. Act June 12, 1945, ch. 186, § 3,
59 Stat. 238, provided that all power and authority with
respect to the issuance of circulating notes, known as
Federal Reserve bank notes, pursuant to this section
would cease and terminate on June 12, 1945.

Section 446 related to exchange by reserve banks of
bonds bearing circulating privilege for those without
such privilege.

Section 447 related to form of bonds and conditions of
issuance.

Section 448 related to exchange of one-year gold notes
for 3 per centum gold bonds.

SUBCHAPTER XIV—BANK RESERVES

§ 461. Reserve requirements

(a) Establishment of applicable definitions, pay-
ment of interest, obligations as deposits, and
regulations

The Board is authorized for the purposes of
this section to define the terms used in this sec-
tion, to determine what shall be deemed a pay-
ment of interest, to determine what types of ob-
ligations, whether issued directly by a member
bank or indirectly by an affiliate of a member
bank or by other means, and, regardless of the
use of the proceeds, shall be deemed a deposit,
and to prescribe such regulations as it may
deem necessary to effectuate the purposes of
this section and to prevent evasions thereof.
(b) Additional definitions; required amounts of

reserves maintained against transaction ac-
counts; waiver of ratio limits in extraor-
dinary circumstances; supplemental re-
serves; reserves related to foreign obliga-
tions or assets; exemption for certain depos-
its; discount and borrowing; transitional ad-
justments; additional exemptions and waiv-
ers

(1) The following definitions and rules apply to
this subsection, subsection (c) of this section,
and sections 248–1, 248a, 342, 360, and 412 of this
title:

(A) The term ‘‘depository institution’’
means—

(i) any insured bank as defined in section
3 of the Federal Deposit Insurance Act [12
U.S.C. 1813] or any bank which is eligible to
make application to become an insured bank
under section 5 of such Act [12 U.S.C. 1815];

(ii) any mutual savings bank as defined in
section 3 of the Federal Deposit Insurance
Act or any bank which is eligible to make
application to become an insured bank under
section 5 of such Act;

(iii) any savings bank as defined in section
3 of the Federal Deposit Insurance Act or
any bank which is eligible to make applica-
tion to become an insured bank under sec-
tion 5 of such Act;

(iv) any insured credit union as defined in
section 1752 of this title or any credit union
which is eligible to make application to be-
come an insured credit union pursuant to
section 1781 of this title;

(v) any member as defined in section 1422
of this title;

(vi) any savings association (as defined in
section 3 of the Federal Deposit Insurance

Act [12 U.S.C. 1813]) which is an insured de-
pository institution (as defined in such Act
[12 U.S.C. 1811 et seq.]) or is eligible to apply
to become an insured depository institution
under the Federal Deposit Insurance Act;
and

(vii) for the purpose of sections 248–1, 342
to 347, 347c, 347d, and 372 of this title, any as-
sociation or entity which is wholly owned by
or which consists only of institutions re-
ferred to in clauses (i) through (vi).

(B) The term ‘‘bank’’ means any insured or
noninsured bank, as defined in section 3 of the
Federal Deposit Insurance Act [12 U.S.C. 1813],
other than a mutual savings bank or a savings
bank as defined in such section.

(C) The term ‘‘transaction account’’ means a
deposit or account on which the depositor or
account holder is permitted to make with-
drawals by negotiable or transferable instru-
ment, payment orders of withdrawal, tele-
phone transfers, or other similar items for the
purpose of making payments or transfers to
third persons or others. Such term includes
demand deposits, negotiable order of with-
drawal accounts, savings deposits subject to
automatic transfers, and share draft accounts.

(D) The term ‘‘nonpersonal time deposits’’
means a transferable time deposit or account
or a time deposit or account representing
funds deposited to the credit of, or in which
any beneficial interest is held by, a depositor
who is not a natural person.

(E) The term ‘‘reservable liabilities’’ means
transaction accounts, nonpersonal time depos-
its, and all net balances, loans, assets, and ob-
ligations which are, or may be, subject to re-
serve requirements under paragraph (5).

(F) In order to prevent evasions of the re-
serve requirements imposed by this sub-
section, after consultation with the Board of
Directors of the Federal Deposit Insurance
Corporation, the Director of the Office of
Thrift Supervision, and the National Credit
Union Administration Board, the Board of
Governors of the Federal Reserve System is
authorized to determine, by regulation or
order, that an account or deposit is a trans-
action account if such account or deposit may
be used to provide funds directly or indirectly
for the purpose of making payments or trans-
fers to third persons or others.

(2)(A) Each depository institution shall main-
tain reserves against its transaction accounts as
the Board may prescribe by regulation solely for
the purpose of implementing monetary policy—

(i) in the ratio of 3 per centum for that por-
tion of its total transaction accounts of
$25,000,000 or less, subject to subparagraph (C);
and

(ii) in the ratio of 12 per centum, or in such
other ratio as the Board may prescribe not
greater than 14 per centum and not less than
8 per centum, for that portion of its total
transaction accounts in excess of $25,000,000,
subject to subparagraph (C).

(B) Each depository institution shall maintain
reserves against its nonpersonal time deposits in
the ratio of 3 per centum, or in such other ratio
not greater than 9 per centum and not less than
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zero per centum as the Board may prescribe by
regulation solely for the purpose of implement-
ing monetary policy.

(C) Beginning in 1981, not later than December
31 of each year the Board shall issue a regula-
tion increasing for the next succeeding calendar
year the dollar amount which is contained in
subparagraph (A) or which was last determined
pursuant to this subparagraph for the purpose of
such subparagraph, by an amount obtained by
multiplying such dollar amount by 80 per cen-
tum of the percentage increase in the total
transaction accounts of all depository institu-
tions. The increase in such transaction accounts
shall be determined by subtracting the amount
of such accounts on June 30 of the preceding cal-
endar year from the amount of such accounts on
June 30 of the calendar year involved. In the
case of any such 12-month period in which there
has been a decrease in the total transaction ac-
counts of all depository institutions, the Board
shall issue such a regulation decreasing for the
next succeeding calendar year such dollar
amount by an amount obtained by multiplying
such dollar amount by 80 per centum of the per-
centage decrease in the total transaction ac-
counts of all depository institutions. The de-
crease in such transaction accounts shall be de-
termined by subtracting the amount of such ac-
counts on June 30 of the calendar year involved
from the amount of such accounts on June 30 of
the previous calendar year.

(D) Any reserve requirement imposed under
this subsection shall be uniformly applied to all
transaction accounts at all depository institu-
tions. Reserve requirements imposed under this
subsection shall be uniformly applied to nonper-
sonal time deposits at all depository institu-
tions, except that such requirements may vary
by the maturity of such deposits.

(3) Upon a finding by at least 5 members of the
Board that extraordinary circumstances require
such action, the Board, after consultation with
the appropriate committees of the Congress,
may impose, with respect to any liability of de-
pository institutions, reserve requirements out-
side the limitations as to ratios and as to types
of liabilities otherwise prescribed by paragraph
(2) for a period not exceeding 180 days, and for
further periods not exceeding 180 days each by
affirmative action by at least 5 members of the
Board in each instance. The Board shall prompt-
ly transmit to the Congress a report of any exer-
cise of its authority under this paragraph and
the reasons for such exercise of authority.

(4)(A) The Board may, upon the affirmative
vote of not less than 5 members, impose a sup-
plemental reserve requirement on every deposi-
tory institution of not more than 4 per centum
of its total transaction accounts. Such supple-
mental reserve requirement may be imposed
only if—

(i) the sole purpose of such requirement is to
increase the amount of reserves maintained to
a level essential for the conduct of monetary
policy;

(ii) such requirement is not imposed for the
purpose of reducing the cost burdens resulting
from the imposition of the reserve require-
ments pursuant to paragraph (2);

(iii) such requirement is not imposed for the
purpose of increasing the amount of balances
needed for clearing purposes; and

(iv) on the date on which the supplemental
reserve requirement is imposed, except as pro-
vided in paragraph (11), the total amount of
reserves required pursuant to paragraph (2) is
not less than the amount of reserves that
would be required if the initial ratios specified
in paragraph (2) were in effect.

(B) The Board may require the supplemental
reserve authorized under subparagraph (A) only
after consultation with the Board of Directors of
the Federal Deposit Insurance Corporation, the
Director of the Office of Thrift Supervision, and
the National Credit Union Administration
Board. The Board shall promptly transmit to
the Congress a report with respect to any exer-
cise of its authority to require supplemental re-
serves under subparagraph (A) and such report
shall state the basis for the determination to ex-
ercise such authority.

(C) The supplemental reserve authorized under
subparagraph (A) shall be maintained by the
Federal Reserve banks in an Earnings Participa-
tion Account. Except as provided in subsection
(c)(1)(A)(ii) of this section, such Earnings Par-
ticipation Account shall receive earnings to be
paid by the Federal Reserve banks during each
calendar quarter at a rate not more than the
rate earned on the securities portfolio of the
Federal Reserve System during the previous cal-
endar quarter. The Board may prescribe rules
and regulations concerning the payment of earn-
ings on Earnings Participation Accounts by
Federal Reserve banks under this paragraph.

(D) If a supplemental reserve under subpara-
graph (A) has been required of depository insti-
tutions for a period of one year or more, the
Board shall review and determine the need for
continued maintenance of supplemental reserves
and shall transmit annual reports to the Con-
gress regarding the need, if any, for continuing
the supplemental reserve.

(E) Any supplemental reserve imposed under
subparagraph (A) shall terminate at the close of
the first 90-day period after such requirement is
imposed during which the average amount of re-
serves required under paragraph (2) are less than
the amount of reserves which would be required
during such period if the initial ratios specified
in paragraph (2) were in effect.

(5) Foreign branches, subsidiaries, and inter-
national banking facilities of nonmember depos-
itory institutions shall maintain reserves to the
same extent required by the Board of foreign
branches, subsidiaries, and international bank-
ing facilities of member banks. In addition to
any reserves otherwise required to be main-
tained pursuant to this subsection, any deposi-
tory institution shall maintain reserves in such
ratios as the Board may prescribe against—

(A) net balances owed by domestic offices of
such depository institution in the United
States to its directly related foreign offices
and to foreign offices of nonrelated depository
institutions;

(B) loans to United States residents made by
overseas offices of such depository institution
if such depository institution has one or more
offices in the United States; and
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(C) assets (including participations) held by
foreign offices of a depository institution in
the United States which were acquired from
its domestic offices.

(6) The requirements imposed under paragraph
(2) shall not apply to deposits payable only out-
side the States of the United States and the Dis-
trict of Columbia, except that nothing in this
subsection limits the authority of the Board to
impose conditions and requirements on member
banks under section 25 of this Act [12 U.S.C. 601
et seq.] or the authority of the Board under sec-
tion 3105 of this title.

(7) Any depository institution in which trans-
action accounts or nonpersonal time deposits
are held shall be entitled to the same discount
and borrowing privileges as member banks. In
the administration of discount and borrowing
privileges, the Board and the Federal Reserve
banks shall take into consideration the special
needs of savings and other depository institu-
tions for access to discount and borrowing facili-
ties consistent with their long-term asset port-
folios and the sensitivity of such institutions to
trends in the national money markets.

(8)(A) Any depository institution required to
maintain reserves under this subsection which
was engaged in business on July 1, 1979, but was
not a member of the Federal Reserve System on
or after that date, shall maintain reserves
against its deposits during the first twelve-
month period following the effective date of this
paragraph in amounts equal to one-eighth of
those otherwise required by this subsection, dur-
ing the second such twelve-month period in
amounts equal to one-fourth of those otherwise
required, during the third such twelve-month
period in amounts equal to three-eighths of
those otherwise required, during the fourth
twelve-month period in amounts equal to one-
half of those otherwise required, and during the
fifth twelve-month period in amounts equal to
five-eighths of those otherwise required, during
the sixth twelve-month period in amounts equal
to three-fourths of those otherwise required, and
during the seventh twelve-month period in
amounts equal to seven-eighths of those other-
wise required. This subparagraph does not apply
to any category of deposits or accounts which
are first authorized pursuant to Federal law in
any State after April 1, 1980.

(B) With respect to any bank which was a
member of the Federal Reserve System during
the entire period beginning on July 1, 1979, and
ending on the effective date of the Monetary
Control Act of 1980, the amount of required re-
serves imposed pursuant to this subsection on
and after the effective date of such Act that ex-
ceeds the amount of reserves which would have
been required of such bank if the reserve ratios
in effect during the reserve computation period
immediately preceding such effective date were
applied may, at the discretion of the Board and
in accordance with such rules and regulations as
it may adopt, be reduced by 75 per centum dur-
ing the first year which begins after such effec-
tive date, 50 per centum during the second year,
and 25 per centum during the third year.

(C)(i) With respect to any bank which is a
member of the Federal Reserve System on the
effective date of the Monetary Control Act of

1980, the amount of reserves which would have
been required of such bank if the reserve ratios
in effect during the reserve computation period
immediately preceding such effective date were
applied that exceeds the amount of required re-
serves imposed pursuant to this subsection
shall, in accordance with such rules and regula-
tions as the Board may adopt, be reduced by 25
per centum during the first year which begins
after such effective date, 50 per centum during
the second year, and 75 per centum during the
third year.

(ii) If a bank becomes a member bank during
the four-year period beginning on the effective
date of the Monetary Control Act of 1980, and if
the amount of reserves which would have been
required of such bank determined as if the re-
serve ratios in effect during the reserve com-
putation period immediately preceding such ef-
fective date were applied, and as if such bank
had been a member during such period, exceeds
the amount of reserves required pursuant to this
subsection, the amount of reserves required to
be maintained by such bank beginning on the
date on which such bank becomes a member of
the Federal Reserve System shall be the amount
of reserves which would have been required of
such bank if it had been a member on the day
before such effective date, except that the
amount of such excess shall, in accordance with
such rules and regulations as the Board may
adopt, be reduced by 25 per centum during the
first year which begins after such effective date,
50 per centum during the second year, and 75 per
centum during the third year.

(D)(i) Any bank which was a member bank on
July 1, 1979, and which withdrew from member-
ship in the Federal Reserve System during the
period beginning July 1, 1979, and ending on
March 31, 1980, shall maintain reserves during
the first twelve-month period beginning on Oc-
tober 15, 1982, in amounts equal to one-half of
those otherwise required by this subsection, dur-
ing the second such twelve-month period in
amounts equal to two-thirds of those otherwise
required, and during the third such twelve-
month period in amounts equal to five-sixths of
those otherwise required.

(ii) Any bank which withdraws from member-
ship in the Federal Reserve System after March
31, 1980, shall maintain reserves in the same
amount as member banks are required to main-
tain under this subsection, pursuant to subpara-
graphs (B) and (C)(i).

(E) This subparagraph applies to any deposi-
tory institution that, on August 1, 1978, (i) was
engaged in business as a depository institution
in a State outside the continental limits of the
United States, and (ii) was not a member of the
Federal Reserve System at any time on or after
such date. Such a depository institution shall
not be required to maintain reserves against its
deposits held or maintained at its offices located
in a State outside the continental limits of the
United States until the first day of the sixth cal-
endar year which begins after the effective date
of the Monetary Control Act of 1980. Such a de-
pository institution shall maintain reserves
against such deposits during the sixth calendar
year which begins after such effective date in an
amount equal to one-eighth of that otherwise
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1 See References in Text note below.

required by paragraph (2), during the seventh
such year in an amount equal to one-fourth of
that otherwise required, during the eighth such
year in an amount equal to three-eighths of that
otherwise required, during the ninth such year
in an amount equal to one-half of that otherwise
required, during the tenth such year in an
amount equal to five-eighths of that otherwise
required, during the eleventh such year in an
amount equal to three-fourths of that otherwise
required, and during the twelfth such year in an
amount equal to seven-eighths of that otherwise
required.

(9) This subsection shall not apply with re-
spect to any financial institution which—

(A) is organized solely to do business with
other financial institutions;

(B) is owned primarily by the financial insti-
tutions with which it does business; and

(C) does not do business with the general
public.

(10) In individual cases, where a Federal super-
visory authority waives a liquidity requirement,
or waives the penalty for failing to satisfy a li-
quidity requirement, the Board shall waive the
reserve requirement, or waive the penalty for
failing to satisfy a reserve requirement, imposed
pursuant to this subsection for the depository
institution involved when requested by the Fed-
eral supervisory authority involved.

(11)(A)(i) Notwithstanding the reserve require-
ment ratios established under paragraphs (2) and
(5) of this subsection, a reserve ratio of zero per
centum shall apply to any combination of
reservable liabilities, which do not exceed
$2,000,000 (as adjusted under subparagraph (B)),
of each depository institution.

(ii) Each depository institution may des-
ignate, in accordance with such rules and regu-
lations as the Board shall prescribe, the types
and amounts of reservable liabilities to which
the reserve ratio of zero per centum shall apply,
except that transaction accounts which are des-
ignated to be subject to a reserve ratio of zero
per centum shall be accounts which would
otherwise be subject to a reserve ratio of 3 per
centum under paragraph (2).

(iii) The Board shall minimize the reporting
necessary to determine whether depository in-
stitutions have total reservable liabilities of less
than $2,000,000 (as adjusted under subparagraph
(B)). Consistent with the Board’s responsibility
to monitor and control monetary and credit ag-
gregates, depository institutions which have re-
serve requirements under this subsection equal
to zero per centum shall be subject to less over-
all reporting requirements than depository in-
stitutions which have a reserve requirement
under this subsection that exceeds zero per cen-
tum.

(B)(i) Beginning in 1982, not later than Decem-
ber 31 of each year, the Board shall issue a regu-
lation increasing for the next succeeding cal-
endar year the dollar amount specified in sub-
paragraph (A), as previously adjusted under this
subparagraph, by an amount obtained by mul-
tiplying such dollar amount by 80 per centum of
the percentage increase in the total reservable
liabilities of all depository institutions.

(ii) The increase in total reservable liabilities
shall be determined by subtracting the amount

of total reservable liabilities on June 30 of the
preceding calendar year from the amount of
total reservable liabilities on June 30 of the cal-
endar year involved. In the case of any such
twelve-month period in which there has been a
decrease in the total reservable liabilities of all
depository institutions, no adjustment shall be
made. A decrease in total reservable liabilities
shall be determined by subtracting the amount
of total reservable liabilities on June 30 of the
calendar year involved from the amount of total
reservable liabilities on June 30 of the previous
calendar year.
(c) Promulgation of rules and regulations re-

specting maintenance of balances
(1) Reserves held by a depository institution to

meet the requirements imposed pursuant to sub-
section (b) of this section shall, subject to such
rules and regulations as the Board shall pre-
scribe, be in the form of—

(A) balances maintained for such purposes
by such depository institution in the Federal
Reserve bank of which it is a member or at
which it maintains an account, except that (i)
the Board may, by regulation or order, permit
depository institutions to maintain all or a
portion of their required reserves in the form
of vault cash, except that any portion so per-
mitted shall be identical for all depository in-
stitutions, and (ii) vault cash may be used to
satisfy any supplemental reserve requirement
imposed pursuant to subsection (b)(4) of this
section, except that all such vault cash shall
be excluded from any computation of earnings
pursuant to subsection (b)(4)(C) of this section;
and

(B) balances maintained by a depository in-
stitution which is not a member bank in a de-
pository institution which maintains required
reserve balances at a Federal Reserve bank, in
a Federal Home Loan Bank, or in the National
Credit Union Administration Central Liquid-
ity Facility, if such depository institution,
Federal Home Loan Bank, or National Credit
Union Administration Central Liquidity Facil-
ity maintains such funds in the form of bal-
ances in a Federal Reserve bank of which it is
a member or at which it maintains an ac-
count. Balances received by a depository insti-
tution from a second depository institution
and used to satisfy the reserve requirement
imposed on such second depository institution
by this section shall not be subject to the re-
serve requirements of this section imposed on
such first depository institution, and shall not
be subject to assessments or reserves imposed
on such first depository institution pursuant
to section 7 of the Federal Deposit Insurance
Act (12 U.S.C. 1817), section 404 of the National
Housing Act (12 U.S.C. 1727),1 or section 202 of
the Federal Credit Union Act (12 U.S.C. 1782).

(2) The balances maintained to meet the re-
serve requirements of subsection (b) of this sec-
tion by a depository institution in a Federal Re-
serve bank or passed through a Federal Home
Loan Bank or the National Credit Union Admin-
istration Central Liquidity Facility or another
depository institution to a Federal Reserve
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bank may be used to satisfy liquidity require-
ments which may be imposed under other provi-
sions of Federal or State law.

(Dec. 23, 1913, ch. 6, § 19(a)–(c), formerly § 19
(pars.), 38 Stat. 270; June 21, 1917, ch. 32, § 10, 40
Stat. 239; Aug. 23, 1935, ch. 614, title III, § 324(a),
49 Stat. 714; renumbered § 19(a)–(c) and amended
Pub. L. 89–597, § 2(a), Sept. 21, 1966, 80 Stat. 823;
Pub. L. 91–151, title I, §§ 4(a), 5, Dec. 23, 1969, 83
Stat. 374, 375; Pub. L. 93–501, title I, § 101(a), Oct.
29, 1974, 88 Stat. 1557; Pub. L. 96–221, title I, §§ 103,
104(a), Mar. 31, 1980, 94 Stat. 133, 138; Pub. L.
97–35, title III, § 385, Aug. 13, 1981, 95 Stat. 433;
Pub. L. 97–320, title IV, § 411, title VII, § 708, Oct.
15, 1982, 96 Stat. 1520, 1540; Pub. L. 101–73, title
VII, § 744(i)(2), (3), Aug. 9, 1989, 103 Stat. 439.)

REFERENCES IN TEXT

This section, referred to in subsec. (a), means section
19 of act Dec. 23, 1913, as amended, which is classified
to sections 142, 371a, 371b, 371b–1, 374, 374a, 461, 463 to
466, 505, and 506 of this title.

The Federal Deposit Insurance Act, referred to in
subsec. (b)(1)(A)(vi), is act Sept. 21, 1950, ch. 967, § 2, 64
Stat. 873, as amended, which is classified generally to
chapter 16 (§ 1811 et seq.) of this title. For complete
classification of this Act to the Code, see Short Title
note set out under section 1811 of this title and Tables.

Section 25 of this Act, referred to in subsec. (b)(6),
means section 25 of act Dec. 23, 1913, ch. 6, 38 Stat. 273,
as amended, popularly known as the Federal Reserve
Act. Section 25 is classified to subchapter I (§ 601 et
seq.) of chapter 6 of this title.

For the effective date of the Monetary Control Act of
1980, referred to in subsec. (b)(8), see section 108 of Pub.
L. 96–221, set out as an Effective Date of 1980 Amend-
ment note under section 248 of this title.

Section 404 of the National Housing Act (12 U.S.C.
1727), referred to in subsec. (c)(1)(B), was repealed by
Pub. L. 101–73, title IV, § 407, Aug. 9, 1989, 103 Stat. 363.

CODIFICATION

Section is comprised of subsecs. (a) to (c), formerly
first six pars., of section 19 of act Dec. 23, 1913 (such
first, second through fifth, and sixth pars. formerly
classified to sections 461, 462, and 462b of this title, re-
spectively), as redesignated by Pub. L. 89–597. For cred-
its prior to enactment of Pub. L. 89–597 on Sept. 21,
1966, see notes set out under sections 462 and 462b of
this title.

AMENDMENTS

1989—Subsec. (b)(1)(A)(vi). Pub. L. 101–73, § 744(i)(2),
amended cl. (vi) generally. Prior to amendment, cl. (vi)
read as follows: ‘‘any insured institution as defined in
section 1724 of this title or any institution which is eli-
gible to make application to become an insured institu-
tion under section 1726 of this title; and’’.

Subsec. (b)(1)(F), (4)(B). Pub. L. 101–73, § 744(i)(3), sub-
stituted ‘‘Director of the Office of Thrift Supervision’’
for ‘‘Federal Home Loan Bank Board’’.

1982—Subsec. (b)(1)(E), (F). Pub. L. 97–320, § 411(c),
added subpar. (E) and redesignated former subpar. (E)
as (F).

Subsec. (b)(4)(A)(iv). Pub. L. 97–320, § 411(b), inserted
‘‘except as provided in paragraph (11)’’.

Subsec. (b)(8)(D)(i). Pub. L. 97–320, § 708(1), substituted
provisions relating to reserve requirements for banks
which withdraw from the Federal Reserve System for
provision that any bank which was a member bank on
July 1, 1979, and which withdrew from membership in
the Federal Reserve System during the period begin-
ning on July 1, 1979, and ending on the day before
March 31, 1980, would maintain reserves beginning on
March 31, 1980, in an amount equal to the amount of re-
serves it would have been required to maintain if it had
been a member bank on March 31, 1980, and that after

March 31, 1980, any such bank was directed to maintain
reserves in the same amounts as member banks were
required to maintain under this subsection, pursuant to
subparagraphs (B) and (C)(i).

Subsec. (b)(8)(D)(ii). Pub. L. 97–320, § 708(2), struck out
‘‘on or’’ after ‘‘Reserve System’’.

Subsec. (b)(11). Pub. L. 97–320, § 411(a), added par. (11).
1981—Subsec. (b)(8)(E). Pub. L. 97–35 substituted pro-

visions relating to applicability to any depository in-
stitution that was on Aug. 1, 1978, engaged in such busi-
ness in a State outside the continental limits and was
not a member of the Federal Reserve System at any
time on or after such date, for provisions relating to
applicability to any depository institution that was on
Aug. 1, 1978, engaged in such business under the laws of
a State, was not a member of the Federal Reserve Sys-
tem on that date, and the principal office of which was
outside the continental limits on that date and has re-
mained outside ever since.

1980—Subsec. (b). Pub. L. 96–221, § 103, substituted pro-
visions setting forth additional definitions applicable
to reserve requirements and requirements respecting
amounts of reserves maintained against transaction ac-
counts, waiver of ratio limits in extraordinary circum-
stances, supplemental reserves, reserves related to for-
eign obligations or assets, exemptions for certain de-
posits, discounts and borrowings, transitional adjust-
ments, and additional exemptions and waivers, for pro-
visions relating to determinations respecting mainte-
nance of reserves against deposits.

Subsec. (c). Pub. L. 96–221, § 104(a), substituted provi-
sions relating to the promulgation of rules and regula-
tions respecting maintenance of balances, for provi-
sions relating to form of reserves held by member
banks.

1974—Subsec. (a). Pub. L. 93–501 substituted ‘‘and, re-
gardless of the use of the proceeds, shall be deemed a
deposit’’ for ‘‘shall be deemed a deposit’’.

1969—Subsec. (a). Pub. L. 91–151, § 4(a), authorized
Board to determine type of obligations that would be
deemed deposits.

Subsec. (b). Pub. L. 91–151, § 5, authorized Board to
prescribe ratio of indebtedness of member banks to for-
eign banks, up to a maximum of 22 percent.

1966—Pub. L. 89–597 designated first par. provisions of
section 19 of act Dec. 23, 1913, as subsec. (a), substituted
a general provision authorizing Board to define terms
used in sections 142, 371a, 371b, 374, 374a, and 463 to 466
of this title for former provisions defining terms ‘‘de-
mand deposits’’, ‘‘gross demand deposits’’, ‘‘deposits
payable on demand’’, ‘‘time deposits’’, ‘‘savings depos-
its’’, and ‘‘trust funds’’, struck out inclusion of ‘‘sav-
ings deposits’’ in term ‘‘time deposits’’ in regard to re-
serve requirements of member banks, and added sub-
secs. (b) and (c) to such section 19, superseding second
through sixth pars., which authorized Board to fix re-
serve requirements against time deposits between the
limits of 3 and 10 percent, in lieu of prior limits of 3 and
6 percent, and struck out provision for modification of
reserve requirements to prevent injurious credit to ex-
pansion or contraction.

1935—Act Aug. 23, 1935, abrogated statutory construc-
tion of demand deposits.

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96–221 effective on first day of
sixth month which begins after Mar. 31, 1980, except
that the amendments regarding subsec. (b)(7) and (8)(D)
effective on Mar. 31, 1980, see section 108 of Pub. L.
96–221, set out as a note under section 248 of this title.

EFFECTIVE DATE OF 1974 AMENDMENT

Section 101(b) of Pub. L. 93–501 provided that: ‘‘The
amendment made by subsection (a) [amending this sec-
tion] shall not apply to any bank holding company
which has filed prior to the date of enactment of this
Act [Oct. 29, 1974], an irrevocable declaration with the
Board of Governors of the Federal Reserve System to
divest itself of all of its banks under section 4 of the
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Bank Holding Company Act [12 U.S.C. 1843], or to any
debt obligation which is an exempted security under
section 3(a)(3) of the Securities Act of 1933 [15 U.S.C.
77c(a)(3)].’’

EFFECTIVE AND TERMINATION DATES OF 1966
AMENDMENT

Section 7 of Pub. L. 89–597, as amended by Pub. L.
90–87, Sept. 21, 1967, 81 Stat. 226; Pub. L. 90–505, § 1, Sept.
21, 1968, 82 Stat. 856; Pub. L. 91–71, Sept. 22, 1969, 83 Stat.
115; Pub. L. 91–151, title I, § 1, Dec. 23, 1969, 83 Stat. 371;
Pub. L. 92–8, § 1, Mar. 31, 1971, 85 Stat. 13; Pub. L. 92–15,
§ 1, May 18, 1971, 85 Stat. 38; Pub. L. 93–63, July 6, 1973,
87 Stat. 147; Pub. L. 93–100, § 1, Aug. 16, 1973, 87 Stat. 342;
Pub. L. 93–495, title I, § 107, Oct. 28, 1974, 88 Stat. 1505;
Pub. L. 94–200, title I, § 101, Dec. 31, 1975, 89 Stat. 1124;
Pub. L. 95–22, title I, § 101, Apr. 19, 1977, 91 Stat. 49; Pub.
L. 95–188, title I, § 101, Nov. 16, 1977, 91 Stat. 1387; Pub.
L. 95–630, title XVI, § 1601, Nov. 10, 1978, 92 Stat. 3713,
which provided effective and termination dates for 1966
amendments by Pub. L. 89–597 (affecting sections 371b,
1425b, and 1828(g) of this title), was repealed by section
207(a) of Pub. L. 96–221.

ELIMINATION OR REDUCTION OF INTEREST RATE DIF-
FERENTIAL BETWEEN SAVINGS BANKS AND SAVINGS
AND LOAN, BUILDING AND LOAN, OR HOMESTEAD AS-
SOCIATIONS

Pub. L. 94–200, title I, § 102, Dec. 31, 1975, 89 Stat. 1124,
as amended by Pub. L. 95–630, title XVI, § 1602, Nov. 10,
1978, 92 Stat. 3713, which had provided that an interest
rate differential for any category of deposits or ac-
counts which was in effect on December 10, 1975, be-
tween (1) any bank (other than a savings bank) the de-
posits of which were insured by the Federal Deposit In-
surance Corporation and (2) any savings and loan,
building and loan, or homestead association (including
cooperative banks) the deposits or accounts of which
were insured by the Federal Savings and Loan Insur-
ance Corporation or any mutual savings bank as de-
fined in section 3(f) of the Federal Deposit Insurance
Act (12 U.S.C. 1813(j)) [section 1813(f) of this title] could
not be eliminated or reduced unless (A) written notifi-
cation was given by the Board of Governors of the Fed-
eral Reserve System to the Congress; and (B) the House
of Representatives and the Senate approved, by concur-
rent resolution, the proposed elimination or reduction
of the interest rate differential, was repealed by Pub. L.
97–320, title III, § 326(a), Oct. 15, 1982, 96 Stat. 1500. See
section 326(b)–(d) of Pub. L. 97–320, set out as a note
under section 1828 of this title. See, also, section
207(b)(1) of Pub. L. 96–221 providing for repeal of section
102 of Pub. L. 94–200 effective 6 years after Mar. 31, 1980.

INTEREST RATES: CONTROLS

Section 1 of Pub. L. 89–597 provided that: ‘‘The Sec-
retary of the Treasury, the Board of Governors of the
Federal Reserve System, the Board of Directors of the
Federal Deposit Insurance Corporation, and the Federal
Home Loan Bank Board, in implementation of their re-
spective powers under existing law and this Act [enact-
ing section 1425b of this title, amending this section,
sections 355, 371b, and 1828 of this title, and section 771
of former Title 31, Money and Finance, repealing sec-
tion 462a–1 of this title and enacting provisions set out
as notes under this section], shall take action to bring
about the reduction of interest rates to the maximum
extent feasible in the light of prevailing money market
and general economic conditions.’’

Effective and termination dates of control of interest
rates provisions, see Effective and Termination Dates
of 1966 Amendment note above.

OUTSTANDING RATE REGULATIONS

Section 5 of Pub. L. 89–597 provided that: ‘‘Any regu-
lation prescribed by the Board of Governors of the Fed-
eral Reserve System or the Board of Directors of the
Federal Deposit Insurance Corporation with respect to
the payment of deposits and interest thereon by mem-

ber banks or insured nonmember banks which is in ef-
fect when this Act is enacted [Sept. 21, 1966] shall con-
tinue in effect unless and until it is modified or re-
scinded after consultation with the Board of Directors
or the Board of Governors, as the case may be, and the
Federal Home Loan Bank Board.’’

Effective and termination dates of existing rate regu-
lations, see Effective and Termination Dates of 1966
Amendment note under this section.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 248, 248a, 1424,
1759, 1823, 1828, 1831r–1, 1831t, 1834, 1841, 3105, 3503, 4001,
4005, 4308, 4309, 4311, 4313, 4402, 4909 of this title; title 15
section 6827; title 31 sections 3121, 5313, 5318A, 5325, 5330,
9110.

§ 462. Omitted

CODIFICATION

Section, acts Dec. 23, 1913, ch. 6, § 19 (par.), 38 Stat.
270; Aug. 15, 1914, ch. 252, 38 Stat. 691; June 21, 1917, ch.
32, § 10, 40 Stat. 239; Sept. 26, 1918, ch. 177, § 4, 40 Stat.
970; July 28, 1959, Pub. L. 86–114, §§ 1, 2(a), 3(b)(7)–(9), 73
Stat. 863, which related to balances member banks were
required to keep in reserve banks, was omitted from
the Code in view of the striking out of second through
fifth pars. of section 19 of act Dec. 23, 1913 (formerly
comprising this section), and incorporation of provi-
sions of such paragraphs in subsecs. (a) to (c) of section
19 of act Dec. 23, 1913 by section 2(a) of Pub. L. 89–597,
Sept. 21, 1966, 80 Stat. 823. See section 461 of this title.

§ 462a. Repealed. Pub. L. 97�258, § 5(b), Sept. 13,
1982, 96 Stat. 1068

Section, act Apr. 24, 1917, ch. 4, § 7, 40 Stat. 37, related
to reserves against United States deposits.

§ 462a�1. Repealed. Pub. L. 89�597, § 2(d), Sept. 21,
1966, 80 Stat. 824

Section, act Dec. 23, 1913, ch. 6, § 19 (par.), as added
Aug. 23, 1935, ch. 614, title III, § 324(d), 49 Stat. 715;
amended Apr. 13, 1943, ch. 62, § 2, 57 Stat. 65, prescribed
maintenance of same bank reserves against deposits by
United States as were required against other deposits.

§§ 462b, 462c. Omitted

CODIFICATION

Section 462b, act Dec. 23, 1913, ch. 6, § 19 (par.), as
added May 12, 1933, ch. 25, title III, § 46, 48 Stat. 54;
amended Aug. 23, 1935, ch. 614, title II, § 207, 49 Stat. 706;
July 7, 1942, ch. 488, § 2, 56 Stat. 648; July 28, 1959, Pub.
L. 86–114, §§ 2(b), 3(b)(10), (11), 73 Stat. 263, 264, related to
change of requirements as to reserves in order to pre-
vent credit expansion or contraction, and was omitted
from the Code in view of the striking out of the sixth
par. of section 19 of act Dec. 23, 1913 (formerly compris-
ing this section), and incorporation of its provisions in
subsecs. (a) to (c) of section 19 of act Dec. 23, 1913 by
section 2(a) of Pub. L. 89–597, Sept. 21, 1966, 80 Stat. 823.
See section 461 of this title.

Section 462c, act Dec. 23, 1913, ch. 6, § 19 (par.), as
added Aug. 16, 1948, ch. 836, § 2, 62 Stat. 1291, related to
change of requirements as to reserves to check credit
expansion, and terminated on June 30, 1949.

§ 463. Limitation on amount of balance with any
depository institution without access to Fed-
eral Reserve advances

No member bank shall keep on deposit with
any depository institution which is not author-
ized to have access to Federal Reserve advances
under section 347b 1 of this title a sum in excess
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of 10 per centum of its own paid-up capital and
surplus.

(Dec. 23, 1913, ch. 6, § 19(e), formerly § 19 (par. 8),
38 Stat. 270; Aug. 15, 1914, ch. 252, 38 Stat. 691;
June 21, 1917, ch. 32, § 10, 40 Stat. 239; renumbered
§ 19(e), Pub. L. 89–597, § 2(b), Sept. 21, 1966, 80
Stat. 824; Pub. L. 96–221, title I, § 105(e), Mar. 31,
1980, 94 Stat. 140.)

REFERENCES IN TEXT

Section 347b of this title, referred to in text, was in
the original a reference to section 10(b) of this Act,
meaning section 10(b) of the Federal Reserve Act. Sec-
tion 10(b) of that Act was renumbered section 10B by
Pub. L. 102–242, title I, § 142(a)(2), Dec. 19, 1991, 105 Stat.
2279, without a corresponding amendment to this sec-
tion.

CODIFICATION

Section is comprised of part of subsec. (e), formerly
eighth par., of section 19 of act Dec. 23, 1913, as redesig-
nated by Pub. L. 89–597. Remainder of subsec. (e) of
such section 19 is classified to section 374 of this title.

AMENDMENTS

1980—Pub. L. 96–221 substituted provisions limiting
amount of balance required to be kept with any deposi-
tory institution without access to Federal Reserve ad-
vances, for provisions limiting amount of balance re-
quired to be kept with any State bank or trust com-
pany.

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96–221 effective on first day of
sixth month which begins after Mar. 31, 1980, see sec-
tion 108 of Pub. L. 96–221, set out as a note under sec-
tion 248 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 248, 1424, 1828,
3105 of this title.

§ 464. Checking against and withdrawal of re-
serve balance

The required balance carried by a member
bank with a Federal Reserve Bank may, under
the regulations and subject to such penalties as
may be prescribed by the Board of Governors of
the Federal Reserve System, be checked against
and withdrawn by such member bank for the
purpose of meeting existing liabilities.

(Dec. 23, 1913, ch. 6, § 19(f), formerly § 19 (par. 9),
38 Stat. 270; Aug. 15, 1914, ch. 252, 38 Stat. 691;
June 21, 1917, ch. 32, § 10, 40 Stat. 239; Aug. 23,
1935, ch. 614, title II, § 203(a), 49 Stat. 704; July 7,
1942, ch. 488, § 3, 56 Stat. 648; renumbered § 19(f),
Pub. L. 89–597, § 2(b), Sept. 21, 1966, 80 Stat. 824.)

CODIFICATION

Section is comprised of subsec. (f), formerly ninth
par., of section 19 of act Dec. 23, 1913, as redesignated
by Pub. L. 89–597.

AMENDMENTS

1942—Act July 7, 1942, struck out proviso which pro-
hibited making new loans or paying dividends until re-
quired balance was restored.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 248, 1424, 1828,
3105 of this title.

§ 465. Basis for ascertaining deposits against
which required balance is determined

In estimating the reserve balances required by
this chapter, member banks may deduct from
the amount of their gross demand deposits the
amounts of balances due from other banks (ex-
cept Federal Reserve banks and foreign banks)
and cash items in process of collection payable
immediately upon presentation in the United
States, within the meaning of these terms as de-
fined by the Board of Governors of the Federal
Reserve System.

(Dec. 23, 1913, ch. 6, § 19(g), formerly § 19 (par. 10),
38 Stat. 270; Aug. 15, 1914, ch. 252, 38 Stat. 692;
June 21, 1917, ch. 32, § 10, 40 Stat. 240; Aug. 23,
1935, ch. 614, title III, § 324(b), 49 Stat. 714; re-
numbered § 19(g), Pub. L. 89–597, § 2(b), Sept. 21,
1966, 80 Stat. 824.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this Act’’, meaning act Dec. 23, 1913, ch. 6, 38 Stat. 251,
as amended, known as the Federal Reserve Act. For
complete classification of this Act to the Code, see Ref-
erences in Text note set out under section 226 of this
title and Tables.

CODIFICATION

Section is comprised of subsec. (g), formerly tenth
par., of section 19 of act Dec. 23, 1913, as redesignated
by Pub. L. 89–597.

AMENDMENTS

1935—Act Aug. 23, 1935, changed method of estimating
reserve balances.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 248, 1424, 1828,
3105 of this title.

§ 466. Reserves of banks in dependencies or insu-
lar possessions

National banks, or banks organized under
local laws, located in a dependency or insular
possession or any part of the United States out-
side the continental United States, may remain
nonmember banks, and shall in that event main-
tain reserves and comply with all the conditions
now provided by law regulating them; or said
banks may with the consent of the Board of
Governors of the Federal Reserve System, be-
come member banks of any one of the reserve
districts, and shall in that event take stock,
maintain reserves, and be subject to all the
other provisions of this chapter.

(Dec. 23, 1913, ch. 6, § 19(h), formerly § 19 (par. 11),
38 Stat. 270; Aug. 15, 1914, ch. 252, 38 Stat. 692;
June 21, 1917, ch. 32, § 10, 40 Stat. 240; Aug. 23,
1935, ch. 614, title II, § 203(a), 49 Stat. 704; Pub. L.
86–70, § 8(b), June 25, 1959, 73 Stat. 142; renum-
bered § 19(h), Pub. L. 89–597, § 2(b), Sept. 21, 1966,
80 Stat. 824.)

CODIFICATION

Section is comprised of subsec. (h), formerly eleventh
par., of section 19 of act Dec. 23, 1913, as redesignated
by Pub. L. 89–597.

AMENDMENTS

1959—Pub. L. 86–70 struck out ‘‘in Alaska or’’ before
‘‘in a dependency’’.
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CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 248, 1424, 1828,
3105 of this title.

§ 467. Deposits of gold coin, gold certificates, and
Special Drawing Right certificates with
United States Treasurer

The Secretary of the Treasury is authorized
and directed to receive deposits of gold or of
gold certificates or of Special Drawing Right
certificates with the Treasurer or any des-
ignated depositary of the United States when
tendered by any Federal Reserve bank or Fed-
eral Reserve agent for credit to its or his ac-
count with the Board of Governors of the Fed-
eral Reserve System. The Secretary shall pre-
scribe by regulation the form of receipt to be is-
sued by the Treasurer or designated depositary
to the Federal Reserve bank or Federal Reserve
agent making the deposit, and a duplicate of
such receipt shall be delivered to the Board of
Governors of the Federal Reserve System by the
Treasury at Washington upon proper advices
from any designated depositary that such de-
posit has been made. Deposits so made shall be
held subject to the orders of the Board of Gov-
ernors of the Federal Reserve System and depos-
its of gold or gold certificates shall be payable
in gold certificates, and deposits of Special
Drawing Right certificates shall be payable in
Special Drawing Right certificates, on the order
of the Board of Governors of the Federal Reserve
System to any Federal Reserve bank or Federal
Reserve agent at the Treasury or at the sub-
treasury of the United States nearest the place
of business of such Federal Reserve bank or such
Federal Reserve agent. The order used by the
Board of Governors of the Federal Reserve Sys-
tem in making such payments shall be signed by
the chairman or vice chairman, or such other of-
ficers or members as the Board may by regula-
tion prescribe. The form of such order shall be
approved by the Secretary of the Treasury.

The expenses necessarily incurred in carrying
out these provisions, including the cost of the
certificates or receipts issued for deposits re-
ceived, and all expenses incident to the handling
of such deposits shall be paid by the Board of
Governors of the Federal Reserve System and
included in its assessments against the several
Federal Reserve banks.

Nothing in this section shall be construed as
amending section 6 of Act March 14, 1900, as
amended by Acts Mar. 4, 1907, Mar. 2, 1911, June
12, 1916, nor shall the provisions of this section
be construed to apply to the deposits made or to
the receipts or certificates issued under that
section.

(Dec. 23, 1913, ch. 6, § 16 (pars.), as added June 21,
1917, ch. 32, § 8, 40 Stat. 238; amended May 29,
1920, ch. 214, § 1, 41 Stat. 654; Jan. 30, 1934, ch. 6,
§ 2(b)(7), (8), 48 Stat. 339; Aug. 23, 1935, ch. 614,
title II, § 203(a), 49 Stat. 704; Pub. L. 89–3, § 2,
Mar. 3, 1965, 79 Stat. 5; Pub. L. 90–269, § 7, Mar. 18,
1968, 82 Stat. 50; Pub. L. 90–349, § 5(d), June 19,
1968, 82 Stat. 189.)

REFERENCES IN TEXT

Words ‘‘this section’’, referred to in last par., mean
section 16 of act Dec. 23, 1913. For classification to this
title of section 16, see Codification note set out under
section 411 of this title.

Section 6 of Act Mar. 14, 1900, as amended by Acts
Mar. 7, 1907, Mar. 2, 1911, June 12, 1916, referred to in the
last par., which was classified to section 429 of former
Title 31, was repealed by Pub. L. 97–258, § 5(b), Sept. 13,
1982, 96 Stat. 1068, the first section of which enacted
Title 31, Money and Finance.

CODIFICATION

Section is comprised of fifteenth to eighteenth pars.
of section 16 of act Dec. 23, 1913, as added June 21, 1917.
For classification to this title of other pars. of section
16, see Codification note set out under section 411 of
this title.

AMENDMENTS

1968—Pub. L. 90–349 inserted references to Special
Drawing Right certificates so as to allow them to be
deposited with the Treasury in the same manner as
gold certificates.

Pub. L. 90–269 repealed third par. (eighteenth par. of
section 16 of Act Dec. 23, 1913) which provided that de-
posits standing to the credit of any Federal Reserve
bank with the Board of Governors shall, at the option
of said bank, be counted as part of the lawful reserve
which it is required to maintain against outstanding
Federal Reserve notes.

1965—Pub. L. 89–3 removed from list of purposes for
which deposits made under this section could be count-
ed, reference to the reserve in gold certificates which
each Federal Reserve bank was required to maintain
against deposit liabilities.

1934—Act Jan. 30, 1934, amended third sentence in
first par. and third par.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

TRANSFER OF FUNCTIONS

For transfer of functions to Secretary of the Treas-
ury, see note set out under section 121 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 348 of this title;
title 31 section 5117.

SUBCHAPTER XV—BANK EXAMINATIONS

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 10, 181 of
this title.

§ 481. Appointment of examiners; examination of
member banks, State banks, and trust com-
panies; reports

The Comptroller of the Currency, with the ap-
proval of the Secretary of the Treasury, shall
appoint examiners who shall examine every na-
tional bank as often as the Comptroller of the
Currency shall deem necessary. The examiner
making the examination of any national bank
shall have power to make a thorough examina-
tion of all the affairs of the bank and in doing
so he shall have power to administer oaths and
to examine any of the officers and agents there-
of under oath and shall make a full and detailed
report of the condition of said bank to the
Comptroller of the Currency: Provided, That in
making the examination of any national bank
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the examiners shall include such an examina-
tion of the affairs of all its affiliates other than
member banks as shall be necessary to disclose
fully the relations between such bank and such
affiliates and the effect of such relations upon
the affairs of such bank; and in the event of the
refusal to give any information required in the
course of the examination of any such affiliate,
or in the event of the refusal to permit such ex-
amination, all the rights, privileges, and fran-
chises of the bank shall be subject to forfeiture
in accordance with sections 141, 222 to 225, 281 to
283, 285, 286, 501a and 502 of this title. The Comp-
troller of the Currency shall have power, and he
is authorized, to publish the report of his exam-
ination of any national banking association or
affiliate which shall not within one hundred and
twenty days after notification of the recom-
mendations or suggestions of the Comptroller,
based on said examination, have complied with
the same to his satisfaction. Ninety days’ notice
prior to such publicity shall be given to the
bank or affiliate.

The examiner making the examination of any
affiliate of a national bank shall have power to
make a thorough examination of all the affairs
of the affiliate, and in doing so he shall have
power to administer oaths and to examine any
of the officers, directors, employees, and agents
thereof under oath and to make a report of his
findings to the Comptroller of the Currency. If
any affiliate of a national bank refuses to pay
any assessments, fees, or other charges imposed
by the Comptroller of the Currency pursuant to
this subchapter or fails to make such payment
not later than 60 days after the date on which
they are imposed, the Comptroller of the Cur-
rency may impose such assessments, fees, or
charges against the affiliated national bank, and
such assessments, fees, or charges shall be paid
by such national bank. If the affiliation is with
2 or more national banks, such assessments,
fees, or charges may be imposed on, and col-
lected from, any or all of such national banks in
such proportions as the Comptroller of the Cur-
rency may prescribe. The examiners and assist-
ant examiners making the examinations of na-
tional banking associations and affiliates there-
of herein provided for and the chief examiners,
reviewing examiners and other persons whose
services may be required in connection with
such examinations or the reports thereof, shall
be employed by the Comptroller of the Currency
with the approval of the Secretary of the Treas-
ury; the employment and compensation of ex-
aminers, chief examiners, reviewing examiners,
assistant examiners, and of the other employees
of the office of the Comptroller of the Currency
whose compensation is and shall be paid from
assessments on banks or affiliates thereof or
from other fees or charges imposed pursuant to
this subchapter shall be without regard to the
provisions of other laws applicable to officers or
employees of the United States. The funds de-
rived from such assessments, fees, or charges
may be deposited by the Comptroller of the Cur-
rency in accordance with the provisions of sec-
tion 192 of this title and shall not be construed
to be Government funds or appropriated monies;
and the Comptroller of the Currency is author-
ized and empowered to prescribe regulations

governing the computation and assessment of
the expenses of examinations herein provided for
and the collection of such assessments from the
banks and/or affiliates examined or of other fees
or charges imposed pursuant to this subchapter.
Such funds shall not be subject to apportion-
ment for the purpose of chapter 15 of title 31 or
under any other authority. If any affiliate of a
national bank shall refuse to permit an exam-
iner to make an examination of the affiliate or
shall refuse to give any information required in
the course of any such examination, the na-
tional bank with which it is affiliated shall be
subject to a penalty of not more than $5,000 for
each day that any such refusal shall continue.
Such penalty may be assessed by the Comptrol-
ler of the Currency and collected in the same
manner as expenses of examinations. The Comp-
troller of the Currency, upon the request of the
Board of Governors of the Federal Reserve Sys-
tem, is authorized to assign examiners ap-
pointed under this subchapter to examine for-
eign operations of State banks which are mem-
bers of the Federal Reserve System.

(R.S. § 5240 (pars.); Feb. 19, 1875, ch. 89, 18 Stat.
329; Dec. 23, 1913, ch. 6, § 21, 38 Stat. 271; June 16,
1933, ch. 89, § 28, 48 Stat. 192; Aug. 23, 1935, ch. 614,
title II, § 203(a), title III, § 343, 49 Stat. 704, 722;
June 30, 1948, ch. 762, § 1, 62 Stat. 1163; Apr. 30,
1956, ch. 228, § 1, 70 Stat. 124; Pub. L. 96–221, title
VII, § 709, Mar. 31, 1980, 94 Stat. 188; Pub. L.
100–86, title V, § 505(b), Aug. 10, 1987, 101 Stat. 633;
Pub. L. 101–73, title IX, § 907(f), Aug. 9, 1989, 103
Stat. 470; Pub. L. 102–242, title I, § 114(b), Dec. 19,
1991, 105 Stat. 2248.)

REFERENCES IN TEXT

This subchapter, referred to in second par., was in the
original a reference to this section, meaning section
5240 of the Revised Statutes.

CODIFICATION

R.S. § 5240 derived from act June 3, 1864, ch. 106, § 54,
13 Stat. 116, which was part of the National Bank Act.
See section 38 of this title.

R.S. § 5240, as amended by acts Dec. 23, 1913, July 2,
1932, June 16, 1933, Pub. L. 101–73, and Pub. L. 102–242, is
comprised of 7 undesignated paragraphs. Pars. 1 and 2
are classified to section 481 of this title, pars. 3 and 4
are classified to section 482 of this title, and pars. 5 to
7 are classified to sections 483 to 485, respectively, of
this title.

AMENDMENTS

1991—Pub. L. 102–242, in second par., inserted second
and third sentences and struck out former second and
third sentences which read as follows: ‘‘The expense of
examinations of such affiliates may be assessed by the
Comptroller of the Currency upon the affiliates exam-
ined in proportion to assets or resources held by the af-
filiates upon the dates of examination of the various af-
filiates. If any such affiliate shall refuse to pay such
expenses or shall fail to do so within sixty days after
the date of such assessment, then such expenses may be
assessed against the affiliated national bank and, when
so assessed, shall be paid by such national bank: Pro-
vided, however, That, if the affiliation is with two or
more national banks, such expenses may be assessed
against, and collected from, any or all of such national
banks in such proportions as the Comptroller of the
Currency may prescribe.’’, in fourth sentence, inserted
‘‘or from other fees or charges imposed pursuant to this
subchapter’’ after ‘‘assessments on banks or affiliates
thereof’’, and in fifth sentence, inserted ‘‘, fees, or
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1 So in original. Probably should be capitalized.

charges’’ before ‘‘may be deposited’’ and ‘‘or of other
fees or charges imposed pursuant to this subchapter’’
before period.

1989—Pub. L. 101–73, in second par., increased the pen-
alty for refusal to allow the examination from $100 to
$5,000.

1987—Pub. L. 100–86 inserted after fifth sentence of
second par. ‘‘Such funds shall not be subject to appor-
tionment for the purpose of chapter 15 of title 31 or
under any other authority.’’

1980—Pub. L. 96–221 inserted provisions relating to ex-
amination of foreign operations of State banks which
are members of the Federal Reserve System, and sub-
stituted provisions authorizing examinations as often
as the Comptroller deems necessary, for provisions re-
quiring examinations twice in every calendar year, and
provisions authorizing the Comptroller to waive one ex-
amination or require additional examinations.

1956—Act Apr. 30, 1956, allowed Comptroller to waive
1 of the 2 examinations required each year, but not
more than one waiver every two years.

1948—Act June 30, 1948, struck out in first sentence
after first proviso of second par. ‘‘, including retire-
ment annuities to be fixed by the Comptroller of the
Currency,’’.

1935—Act Aug. 23, 1935, § 343, substituted in first sen-
tence after first proviso of second par. ‘‘including re-
tirement annuities to be fixed by the Comptroller of
the Currency, is and shall be’’ for ‘‘is’’.

1933—Act June 16, 1933, inserted proviso and last two
sentences at end of first par. and added second par.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by Pub. L. 101–73 applicable to conduct
engaged in after Aug. 9, 1989, except that increased
maximum penalties of $5,000 and $25,000 may apply to
conduct engaged in before such date if such conduct is
not already subject to a notice issued by the appro-
priate agency and occurred after completion of the last
report of the examination of the institution by the ap-
propriate agency occurring before Aug. 9, 1989, see sec-
tion 907(l) of Pub. L. 101–73, set out as a note under sec-
tion 93 of this title.

EFFECTIVE DATE OF 1948 AMENDMENT

Amendment by act June 30, 1948, effective on first
day of first pay period beginning at least 30 days after
June 30, 1948, see section 5 of that act.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 330, 482, 1831k of
this title.

§ 482. Employees of Office of Comptroller of the
Currency; appointment; compensation and
benefits

Notwithstanding any of the provisions of sec-
tion 481 of this title or section 301(f)(1) of title 31
to the contrary, the Comptroller of the Cur-
rency shall fix the compensation and number of,
and appoint and direct, all employees of the Of-
fice of the Comptroller of the Currency. Rates of
basic pay for all employees of the Office may be
set and adjusted by the Comptroller without re-
gard to the provisions of chapter 51 or sub-
chapter III of chapter 53 of title 5. The Comp-

troller may provide additional compensation
and benefits to employees of the Office if the
same type of compensation or benefits are then
being provided by any other Federal bank regu-
latory agency or, if not then being provided,
could be provided by such an agency under ap-
plicable provisions of law, rule, or regulation. In
setting and adjusting the total amount of com-
pensation and benefits for employees of the Of-
fice, the Comptroller shall consult with, and
seek to maintain comparability with, other Fed-
eral banking agencies.

The Comptroller of the Currency may impose
and collect assessments, fees, or other charges
as necessary or appropriate to carry out the re-
sponsibilities of the office 1 of the Comptroller.
Such assessments, fees, and other charges shall
be set to meet the Comptroller’s expenses in car-
rying out authorized activities.

(R.S. § 5240 (pars.); Feb. 19, 1875, ch. 89, 18 Stat.
329; Dec. 23, 1913, ch. 6, § 21, 38 Stat. 272; July 2,
1932, ch. 392, 47 Stat. 568; Aug. 23, 1935, ch. 614,
title III, § 343, 49 Stat. 722; Apr. 30, 1956, ch. 228,
§§ 2, 3, 70 Stat. 124; Pub. L. 101–73, title XII, § 1202,
Aug. 9, 1989, 103 Stat. 520; Pub. L. 102–242, title I,
§ 114(a), Dec. 19, 1991, 105 Stat. 2248; Pub. L.
102–550, title XVI, § 1603(b)(5), Oct. 28, 1992, 106
Stat. 4079; Pub. L. 103–325, title III, § 331(b)(1),
Sept. 23, 1994, 108 Stat. 2232.)

REFERENCES IN TEXT

Provisions of section 481 of this title, referred to in
first par., was in the original ‘‘preceding provisions of
this section’’, meaning R.S. § 5240. See Codification note
set out below.

CODIFICATION

R.S. § 5240 derived from act June 3, 1864, ch. 106, § 54,
13 Stat. 116, which was part of the National Bank Act.
See section 38 of this title.

Section is comprised of third and fourth pars. of R.S.
§ 5240, as amended. The former fifth par. of R.S. § 5440,
which comprised the third par. of this section, was re-
pealed by Pub. L. 102–242. See Codification note set out
under section 481 of this title.

AMENDMENTS

1994—Pub. L. 103–325 inserted ‘‘or section 301(f)(1) of
title 31’’ after ‘‘provisions of section 481 of this title’’.

1992—Pub. L. 102–550 substituted ‘‘office’’ for ‘‘duties’’
in second par.

1991—Pub. L. 102–242 added second par. and struck out
former second and third pars. which read as follows:

‘‘The expense of the examinations provided for in this
subchapter shall be assessed by the Comptroller of the
Currency upon national banks in proportion to their
assets or resources. The assessments may be made
more frequently than annually at the discretion of the
Comptroller of the Currency. The annual rate of such
assessment shall be the same for all national banks, ex-
cept that banks examined more frequently than twice
in one calendar year shall, in addition, be assessed the
expense of these additional examinations.

‘‘In addition to the expense of examination to be as-
sessed by the Comptroller of the Currency as heretofore
provided, all national banks exercising fiduciary pow-
ers and all banks or trust companies in the District of
Columbia exercising fiduciary powers shall be assessed
by the Comptroller of the Currency for the examination
of their fiduciary activities a fee adequate to cover the
expense thereof.’’

1989—Pub. L. 101–73, in first paragraph, substituted
‘‘Notwithstanding any of the provisions of section 481
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of this title to the contrary, the Comptroller of the
Currency shall fix the compensation and number of,
and appoint and direct, all employees of the Office of
the Comptroller of the Currency. Rates of basic pay for
all employees of the Office may be set and adjusted by
the Comptroller without regard to the provisions of
chapter 51 or subchapter III of chapter 53 of title 5. The
Comptroller may provide additional compensation and
benefits to employees of the Office if the same type of
compensation or benefits are then being provided by
any other Federal bank regulatory agency or, if not
then being provided, could be provided by such an agen-
cy under applicable provisions of law, rule, or regula-
tion. In setting and adjusting the total amount of com-
pensation and benefits for employees of the Office, the
Comptroller shall consult with, and seek to maintain
comparability with, other Federal banking agencies.’’
for ‘‘The Comptroller of the Currency shall fix the sala-
ries of all bank examiners and make report thereof to
Congress.’’ and redesignated remaining sentences of
first paragraph as a second paragraph. Former second
paragraph became third paragraph.

1956—Act Apr. 30, 1956, provided that assessments
may be made more frequently than annually and the
annual rate of such assessment shall be the same for all
national banks except that banks examined more than
twice in one year shall be assessed the expense of the
additional examinations, and based additional charges
for examining all national banks exercising fiduciary
powers and all banks or trust companies in the District
of Columbia exercising fiduciary powers on the cost of
making the examination rather than the amount of
trust assets under administration.

1935—Act Aug. 23, 1935, substituted in first sentence
‘‘The Comptroller of the Currency’’ for ‘‘The Federal
Reserve Board, upon the recommendation of the Comp-
troller of the Currency’’.

1932—Act July 2, 1932, added last par.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 330, 1831k of
this title; title 5 section 5373.

§ 483. Special examination of member banks; in-
formation of condition furnished to Board of
Governors of the Federal Reserve System

In addition to the examinations made and con-
ducted by the Comptroller of the Currency,
every Federal reserve bank may, with the ap-
proval of the Federal reserve agent or the Board
of Governors of the Federal Reserve System,
provide for special examination of member
banks within its district. The expense of such
examinations may, in the discretion of the
Board of Governors of the Federal Reserve Sys-
tem, be assessed against the banks examined,
and, when so assessed, shall be paid by the banks
examined. Such examinations shall be so con-
ducted as to inform the Federal reserve bank of
the condition of its member banks and of the
lines of credit which are being extended by
them. Every Federal reserve bank shall at all
times furnish to the Board of Governors of the

Federal Reserve System such information as
may be demanded concerning the condition of
any member bank within the district of the said
Federal reserve bank.

(R.S. § 5240 (par.); Feb. 19, 1875, ch. 89, 18 Stat.
329; Dec. 23, 1913, ch. 6, § 21, 38 Stat. 272; June 26,
1930, ch. 611, § 2, 46 Stat. 814; Aug. 23, 1935, ch. 614,
title II, § 203(a), 49 Stat. 704.)

CODIFICATION

R.S. § 5240 derived from act June 3, 1864, ch. 106, § 54,
13 Stat. 116, which was part of the National Bank Act.
See section 38 of this title.

Section is comprised of fifth par. of R.S. § 5240, as
amended. See Codification note set out under section
481 of this title.

AMENDMENTS

1930—Act June 26, 1930, substituted second sentence
‘‘The expense of such examinations may, in the discre-
tion of the Federal Reserve Board, be assessed against
the banks examined, and, when so assessed, shall be
paid by the banks examined.’’ for ‘‘The expense of such
examinations shall be borne by the bank examined.’’

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1831k, 3105 of
this title.

§ 484. Limitation on visitorial powers

(a) No national bank shall be subject to any
visitorial powers except as authorized by Fed-
eral law, vested in the courts of justice or such
as shall be, or have been exercised or directed by
Congress or by either House thereof or by any
committee of Congress or of either House duly
authorized.

(b) Notwithstanding subsection (a) of this sec-
tion, lawfully authorized State auditors and ex-
aminers may, at reasonable times and upon rea-
sonable notice to a bank, review its records sole-
ly to ensure compliance with applicable State
unclaimed property or escheat laws upon rea-
sonable cause to believe that the bank has failed
to comply with such laws.

(R.S. § 5240 (par.); Feb. 19, 1875, ch. 89, 18 Stat.
329; Dec. 23, 1913, ch. 6, § 21, 38 Stat. 272; Pub. L.
97–320, title IV, § 412, Oct. 15, 1982, 96 Stat. 1521;
Pub. L. 97–457, § 23(a), Jan. 12, 1983, 96 Stat. 2510.)

CODIFICATION

R.S. § 5240 derived from act June 3, 1864, ch. 106, § 54,
13 Stat. 116, which was part of the National Bank Act.
See section 38 of this title.

Section is comprised of sixth par. of R.S. § 5240, as
amended. See Codification note set out under section
481 of this title.

Section 412 of Pub. L. 97–320, set out in the credit of
this section, was amended by section 23(a) of Pub. L.
97–457 to correct an error in the directory language of
section 412 of Pub. L. 97–320. That amendment involved
only directory language and not the content of the text
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being amended by Pub. L. 97–320 so no change in the
text of this section resulted from the amendment by
Pub. L. 97–457.

AMENDMENTS

1982—Subsec. (a). Pub. L. 97–320, as amended by Pub.
L. 97–457, designated existing provisions as subsec. (a),
and amended subsec. (a) generally. Prior to amendment
subsec. (a) read as follows: ‘‘No bank shall be subject to
any visitorial powers other than such as are authorized
by law, or vested in the courts of justice or such as
shall be or shall have been exercised or directed by
Congress, or by either House thereof or by any commit-
tee of Congress or of either House duly authorized’’.

Subsec. (b). Pub. L. 97–320, as amended by Pub. L.
97–457, added subsec. (b).

EFFECTIVE DATE OF 1983 AMENDMENT

Section 23(b) of Pub. L. 97–457 provided that: ‘‘The
amendment made by subsection (a) [amending section
412 of Pub. L. 97–320, which amended this section] shall
be deemed to have taken effect upon the enactment of
Public Law 97–320 [Oct. 15, 1982].’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 10, 181, 1831k of
this title; title 26 section 3305.

§ 485. Examination of Federal reserve banks

The Board of Governors of the Federal Reserve
System shall, at least once each year, order an
examination of each Federal reserve bank, and
upon joint application of ten member banks the
Board of Governors of the Federal Reserve Sys-
tem shall order a special examination and report
of the condition of any Federal reserve bank.

(R.S. § 5240 (par.); Feb. 19, 1875, ch. 89, 18 Stat.
329; Dec. 23, 1913, ch. 6, § 21, 38 Stat. 272; Aug. 23,
1935, ch. 614, title II, § 203(a), 49 Stat. 704.)

CODIFICATION

R.S. § 5240 derived from act June 3, 1864, ch. 106, § 54,
13 Stat. 116, which was part of the National Bank Act.
See section 38 of this title.

Section is comprised of seventh par. of R.S. § 5240, as
amended. See Codification note set out under section
481 of this title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1831k of this
title.

§ 486. Waiver of requirements as to reports from
or examinations of affiliates

Whenever member banks are required to ob-
tain reports from affiliates, or whenever affili-
ates of member banks are required to submit to
examination, the Board of Governors of the Fed-
eral Reserve System or the Comptroller of the
Currency, as the case may be, may waive such
requirements with respect to any such report or
examination of any affiliate if in the judgment
of the said Board of Comptroller, respectively,
such report or examination is not necessary to
disclose fully the relations between such affili-
ate and such bank and the effect thereof upon
the affairs of such bank.

(Dec. 23, 1913, ch. 6, § 21 (par.), as added Aug. 23,
1935, ch. 614, title III, § 325, 49 Stat. 715.)

CODIFICATION

This section was not enacted as part of R.S. § 5240
which comprises this subchapter. Act Dec. 23, 1913, de-
rived from R.S. § 5240.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SUBCHAPTER XVI—CIVIL LIABILITY OF
FEDERAL RESERVE AND MEMBER
BANKS, SHAREHOLDERS, AND OFFICERS

§ 501. Liability of Federal reserve or member
bank for certifying check when amount of
deposit was inadequate

It shall be unlawful for any officer, director,
agent, or employee of any Federal reserve bank,
or any member bank as defined in this chapter,
to certify any check drawn upon such Federal
reserve bank or member bank unless the person,
firm, or corporation drawing the check has on
deposit with such Federal reserve bank or mem-
ber bank, at the time such check is certified, an
amount of money not less than the amount spec-
ified in such check. Any check so certified by a
duly authorized officer, director, agent, or em-
ployee shall be a good and valid obligation
against such Federal reserve bank or member
bank; but the act of any officer, director, agent,
or employee of any such Federal reserve bank or
member bank in violation of this section shall,
in the discretion of the Board of Governors of
the Federal Reserve System, subject such Fed-
eral reserve bank to the penalties imposed by
subsection (h) of section 248 of this title, and
shall subject such member banks, if a national
bank, to the liability and proceedings on the
part of the Comptroller of the Currency provided
for in section 192 of this title, and shall, in the
discretion of the Board of Governors of the Fed-
eral Reserve System, subject any other member
bank to the penalties imposed by subchapter
VIII of chapter 3 of this title for the violation of
any of the provisions of this chapter.

(R.S. § 5208; Sept. 26, 1918, ch. 177, § 7, 40 Stat. 972;
Feb. 25, 1927, ch. 191, § 12, 44 Stat. 1231; Aug. 23,
1935, ch. 614, title II, § 203(a), 49 Stat. 704.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘the act of December 23, 1913, known as the Federal Re-
serve Act,’’ and ‘‘said act,’’ respectively, meaning act
Dec. 23, 1913, ch. 6, 38 Stat. 251, as amended. For com-
plete classification of this Act to the Code, see Ref-
erences in Text note set out under section 226 of this
title and Tables.

Subchapter VIII of chapter 3 of this title, referred to
in text, was in the original ‘‘section nine of said Fed-
eral reserve Act’’. Section 9 is classified generally to
subchapter VIII (§ 321 et seq.) of chapter 3 of this title.

CODIFICATION

R.S. § 5208 derived from act Mar. 3, 1869, ch. 135, 15
Stat. 335.

The last sentence of R.S. § 5208, as amended, which
provided penalties for certification of certain checks,
was repealed by section 21 of act June 25, 1948, ch. 645,
62 Stat. 862, 865, and the provisions thereof were reen-
acted as section 1004 of Title 18, Crimes and Criminal
Procedure.
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AMENDMENTS

1927—Act Feb. 25, 1927, substituted ‘‘deposited in the
bank of the drawer thereof’’ after ‘‘regularly’’ in last
sentence.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 501a. Forfeiture of franchise of national banks
for failure to comply with provisions of this
chapter

Should any national banking association in
the United States now organized fail within one
year after December 23, 1913, to become a mem-
ber bank or fail to comply with any of the provi-
sions of this chapter applicable thereto, all of
the rights, privileges, and franchises of such as-
sociation granted to it under the National Bank
Act [12 U.S.C. 21 et seq.], or under the provisions
of this chapter, shall be thereby forfeited. Any
noncompliance with or violation of this chapter
shall, however, be determined and adjudged by
any court of the United States of competent ju-
risdiction in a suit brought for that purpose in
the district or territory in which such bank is
located, under direction of the Board of Gov-
ernors of the Federal Reserve System by the
Comptroller of the Currency in his own name be-
fore the association shall be declared dissolved.
In cases of such noncompliance or violation,
other than the failure to become a member bank
under the provisions of this chapter, every direc-
tor who participated in or assented to the same
shall be held liable in his personal or individual
capacity for all damages which said bank, its
shareholders, or any other person shall have sus-
tained in consequence of such violation.

Such dissolution shall not take away or im-
pair any remedy against such corporation, its
stockholders, or officers, for any liability or
penalty which shall have been previously in-
curred.

(Dec. 23, 1913, ch. 6, § 2, 38 Stat. 252; Aug. 23, 1935,
ch. 614, title II, § 203(a), 49 Stat. 704.)

REFERENCES IN TEXT

The National Bank Act, referred to in text, is act
June 3, 1864, ch. 106, 13 Stat. 99, as amended, which is
classified principally to chapter 2 (§ 21 et seq.) of this
title. For complete classification of this Act to the
Code, see References in Text note set out under section
38 of this title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 222, 481, 522, 1817
of this title.

§ 502. Liability of shareholders of Federal reserve
banks on contracts, etc.

The shareholders of every Federal reserve
bank shall be held individually responsible
equally and ratably, and not one for another, for
all contracts, debts, and engagements of such
bank to the extent of the amount of their sub-
scriptions to such stock at the par value thereof
in addition to the amount subscribed, whether
such subscriptions have been paid up in whole or
in part under the provisions of this chapter.

(Dec. 23, 1913, ch. 6, § 2, 38 Stat. 252.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 481 of this title.

§ 503. Liability of directors and officers of mem-
ber banks

If the directors or officers of any member bank
shall knowingly violate or permit any of the
agents, officers, or directors of any member
bank to violate any of the provisions of sections
375, 375a, 375b, and 376 of this title or regulations
of the board made under authority thereof, or
any of the provisions of sections 212, 213, 214, 215,
655, 1005, 1014, 1906, or 1909 of title 18, every direc-
tor and officer participating in or assenting to
such violation shall be held liable in his per-
sonal and individual capacity for all damages
which the member bank, its shareholders, or any
other persons shall have sustained in con-
sequence of such violation.

(Dec. 23, 1913, ch. 6, § 22(f), as added Sept. 26, 1918,
ch. 177, § 5, 40 Stat. 971; amended Sept. 3, 1954, ch.
1263, § 28, 68 Stat. 1236.)

CODIFICATION

In text, ‘‘sections 375, 375a, 375b, and 376 of this title’’
was in the original ‘‘this section’’, meaning section 22
of act Dec. 23, 1913, which was also classified to sections
593 to 599 of this title. Such sections were repealed by
act June 25, 1948, ch. 645, § 21, 62 Stat. 862, eff. Sept. 1,
1948, and the provisions thereof were reenacted as sec-
tions 217, 218, 219, 220, 655, 1005, 1014, 1906, and 1909 of
Title 18, Crimes and Criminal Procedure. Reference to
such repealed sections was omitted from the text in
view of act Sept. 3, 1954, which amended the text by in-
corporating therein the reference to the sections of
Title 18.

Reference to sections ‘‘212, 213, 214, 215’’ of title 18
were substituted for sections ‘‘217, 218, 219, 220’’ of title
18 on authority of section 1(d) of Pub. L. 87–849, Oct. 23,
1962, 76 Stat. 1125, which redesignated sections 217, 218,
219, and 220 of title 18 as sections 212, 213, 214, and 215,
respectively.

AMENDMENTS

1954—Act Sept. 3, 1954, inserted ‘‘or any of the provi-
sions of sections 217, 218, 219, 220, 655, 1005, 1014, 1906, or
1909 of title 18,’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 504 of this title.

§ 504. Civil money penalty

(a) First tier
Any member bank which, and any institution-

affiliated party (within the meaning of section
1813(u) of this title) with respect to such mem-
ber bank who, violates any provision of section
371c, 371c–1, 375, 375a, 375b, 376, or 503 of this
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1 So in original. Probably should be followed by a dash.
2 So in original. Probably should be ‘‘such member bank’’.

3 So in original. Probably should be followed by a dash rather
than ‘‘by’’.

4 So in original. No subsecs. (j) to (l) have been enacted.

title, or any regulation issued pursuant thereto,
shall forfeit and pay a civil penalty of not more
than $5,000 for each day during which such viola-
tion continues.

(b) Second tier
Notwithstanding subsection (a) of this section,

any member bank which, and any institution-af-
filiated party (within the meaning of section
1813(u) of this title) with respect to such mem-
ber bank who 1

(1)(A) commits any violation described in
subsection (a) of this section;

(B) recklessly engages in an unsafe or un-
sound practice in conducting the affairs of
such member bank; or

(C) breaches any fiduciary duty;
(2) which violation, practice, or breach—

(A) is part of a pattern of misconduct;
(B) causes or is likely to cause more than

a minimal loss to such member bank; or
(C) results in pecuniary gain or other bene-

fit to such party,

shall forfeit and pay a civil penalty of not more
than $25,000 for each day during which such vio-
lation, practice, or breach continues.

(c) Third tier
Notwithstanding subsections (a) and (b) of this

section, any member bank which, and any insti-
tution-affiliated party (within the meaning of
section 1813(u) of this title) with respect to such
member bank who—

(1) knowingly—
(A) commits any violation described in

subsection (a) of this section;
(B) engages in any unsafe or unsound prac-

tice in conducting the affairs of such credit
union; 2 or

(C) breaches any fiduciary duty; and

(2) knowingly or recklessly causes a substan-
tial loss to such credit union 2 or a substantial
pecuniary gain or other benefit to such party
by reason of such violation, practice, or
breach,

shall forfeit and pay a civil penalty in an
amount not to exceed the applicable maximum
amount determined under subsection (d) of this
section for each day during which such viola-
tion, practice, or breach continues.

(d) Maximum amounts of penalties for any viola-
tion described in subsection (c)

The maximum daily amount of any civil pen-
alty which may be assessed pursuant to sub-
section (c) of this section for any violation,
practice, or breach described in such subsection
is—

(1) in the case of any person other than a
member bank, an amount to not exceed
$1,000,000; and

(2) in the case of a member bank, an amount
not to exceed the lesser of—

(A) $1,000,000; or
(B) 1 percent of the total assets of such

member bank.

(e) Assessment; etc.
Any penalty imposed under subsection (a), (b),

or (c) of this section shall be assessed and col-
lected 3 by

(1) in the case of a national bank, by the
Comptroller of the Currency; and

(2) in the case of a State member bank, by
the Board,

in the manner provided in subparagraphs (E),
(F), (G), and (I) of section 1818(i)(2) of this title
for penalties imposed (under such section) and
any such assessment shall be subject to the pro-
visions of such section.

(f) Hearing
The member bank or other person against

whom any penalty is assessed under this section
shall be afforded an agency hearing if such mem-
ber bank or person submits a request for such
hearing within 20 days after the issuance of the
notice of assessment. Section 1818(h) of this title
shall apply to any proceeding under this section.

(g) Disbursement
All penalties collected under authority of this

paragraph shall be deposited into the Treasury.

(h) ��Violate�� defined
For purposes of this section, the term ‘‘vio-

late’’ includes any action (alone or with another
or others) for or toward causing, bringing about,
participating in, counseling, or aiding or abet-
ting a violation.

(i) Regulations
The Comptroller of the Currency and the

Board shall prescribe regulations establishing
such procedures as may be necessary to carry
out this section.

(m) 4 Notice under this section after separation
from service

The resignation, termination of employment
or participation, or separation of an institution-
affiliated party (within the meaning of section
1813(u) of this title) with respect to a member
bank (including a separation caused by the clos-
ing of such a bank) shall not affect the jurisdic-
tion and authority of the appropriate Federal
banking agency to issue any notice and proceed
under this section against any such party, if
such notice is served before the end of the 6-year
period beginning on the date such party ceased
to be such a party with respect to such bank
(whether such date occurs before, on, or after
August 9, 1989).

(Dec. 23, 1913, ch. 6, § 29, as added Pub. L. 95–630,
title I, § 101, Nov. 10, 1978, 92 Stat. 3641; amended
Pub. L. 97–320, title IV, § 424(c), (d)(1), (e), Oct. 15,
1982, 96 Stat. 1523; Pub. L. 101–73, title IX,
§§ 905(f), 907(g), Aug. 9, 1989, 103 Stat. 461, 470.)

CODIFICATION

In subsec. (a), ‘‘section 371c, 371c–1, 375, 375a, 375b, 376,
or 503 of this title’’ was in the original ‘‘section 22, 23A,
or 23B’’, meaning section 22, 23A, or 23B of the Federal
Reserve Act. Sections 23A and 23B are classified to sec-
tions 371c and 371c–1, respectively, of this title. Sub-
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sections (d) to (h) of section 22 are classified to sections
375, 375a, 375b, 376, and 503 of this title. Former sub-
sections (a) to (c) and (h) to (k), which were classified
to sections 593 to 599 of this title, were repealed by act
June 25, 1948, ch. 645, § 21, 62 Stat. 862, eff. Sept. 1, 1948,
and the provisions thereof were reenacted as sections
217, 218, 219, 220, 655, 1005, 1014, 1906, and 1909 of Title 18,
Crimes and Criminal Procedure. Sections 217, 218, 219,
and 220 of Title 18 were redesignated as sections 212, 213,
214, and 215 of Title 18 by act Oct. 23, 1962, Pub. L.
87–849, § 1(d), 76 Stat. 1125.

AMENDMENTS

1989—Pub. L. 101–73, § 907(g), amended section gener-
ally, substituting provisions of subsecs. (a) to (i) for
former provisions which related to the following: sub-
sec. (a), making loans, extensions of credit, purchases
of securities, etc., respecting affiliates, executive offi-
cers, etc.; subsec. (b), amount of penalty; subsec. (c),
opportunity for hearing; subsec. (d), review by United
States court of appeals; subsec. (e), action by Attorney
General for failure to pay assessment; subsec. (f), pro-
mulgation of regulations; and subsec. (g), penalties cov-
ered into Treasury of United States.

Subsec. (m). Pub. L. 101–73, § 905(f), added subsec. (m).
1982—Subsec. (a). Pub. L. 97–320, § 424(c), (d)(1), in-

serted proviso giving agency discretionary authority to
compromise, etc., any civil money penalty imposed
under its authority, and substituted ‘‘may be assessed’’
for ‘‘shall be assessed’’, respectively.

Subsec. (d). Pub. L. 97–320, § 424(e), substituted ‘‘twen-
ty days from the service’’ for ‘‘ten days from the date’’.

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by section 907(g) of Pub. L. 101–73 appli-
cable to conduct engaged in after Aug. 9, 1989, except
that increased maximum penalties of $5,000 and $25,000
may apply to conduct engaged in before such date if
such conduct is not already subject to a notice issued
by the appropriate agency and occurred after comple-
tion of the last report of the examination of the insti-
tution by the appropriate agency occurring before Aug.
9, 1989, see section 907(l) of Pub. L. 101–73, set out as a
note under section 93 of this title.

EFFECTIVE DATE

Section effective with respect to violations occurring
or continuing after Nov. 10, 1978, see section 109 of Pub.
L. 95–630 set out as an Effective Date of 1978 Amend-
ment note under section 93 of this title.

§ 505. Civil money penalty

(1) First tier
Any member bank which, and any institution-

affiliated party (within the meaning of section
1813(u) of this title) with respect to such mem-
ber bank who, violates any provision of this sec-
tion, or any regulation issued pursuant thereto,
shall forfeit and pay a civil penalty of not more
than $5,000 for each day during which such viola-
tion continues.
(2) Second tier

Notwithstanding paragraph (1), any member
bank which, and any institution-affiliated party
(within the meaning of section 1813(u) of this
title) with respect to such member bank who—

(A)(i) commits any violation described in
paragraph (1);

(ii) recklessly engages in an unsafe or un-
sound practice in conducting the affairs of
such member bank; or

(iii) breaches any fiduciary duty;
(B) which violation, practice, or breach—

(i) is part of a pattern of misconduct;
(ii) causes or is likely to cause more than

a minimal loss to such member bank; or

(iii) results in pecuniary gain or other ben-
efit to such party,

shall forfeit and pay a civil penalty of not more
than $25,000 for each day during which such vio-
lation, practice, or breach continues.
(3) Third tier

Notwithstanding paragraphs (1) and (2), any
member bank which, and any institution-affili-
ated party (within the meaning of section
1813(u) of this title) with respect to such mem-
ber bank who—

(A) knowingly—
(i) commits any violation described in

paragraph (1);
(ii) engages in any unsafe or unsound prac-

tice in conducting the affairs of such mem-
ber bank; or

(iii) breaches any fiduciary duty; and

(B) knowingly or recklessly causes a sub-
stantial loss to such member bank or a sub-
stantial pecuniary gain or other benefit to
such party by reason of such violation, prac-
tice, or breach,

shall forfeit and pay a civil penalty in an
amount not to exceed the applicable maximum
amount determined under paragraph (4) for each
day during which such violation, practice, or
breach continues.
(4) Maximum amounts of penalties for any viola-

tion described in paragraph (3)
The maximum daily amount of any civil pen-

alty which may be assessed pursuant to para-
graph (3) for any violation, practice, or breach
described in such paragraph is—

(A) in the case of any person other than a
member bank, an amount not to exceed
$1,000,000; and

(B) in the case of a member bank, an amount
not to exceed the lesser of—

(i) $1,000,000; or
(ii) 1 percent of the total assets of such

member bank.
(5) Assessment; etc.

Any penalty imposed under paragraph (1), (2),
or (3) may be assessed and collected by the
Board in the manner provided in subparagraphs
(E), (F), (G), and (I) of section 1818(i)(2) of this
title for penalties imposed (under such section)
and any such assessment shall be subject to the
provisions of such section.
(6) Hearing

The member bank or other person against
whom any penalty is assessed under this section
shall be afforded an agency hearing if such mem-
ber bank or person submits a request for such
hearing within 20 days after the issuance of the
notice of assessment. Section 1818(h) of this title
shall apply to any proceeding under this section.
(7) Disbursement

All penalties collected under authority of this
section shall be deposited into the Treasury.
(8) ��Violate�� defined

For purposes of this section, the term ‘‘vio-
late’’ includes any action (alone or with another
or others) for or toward causing, bringing about,
participating in, counseling, or aiding or abet-
ting a violation.



Page 167 TITLE 12—BANKS AND BANKING § 522

1 So in original. Probably should not be capitalized.

(9) Regulations
The Board shall prescribe regulations estab-

lishing such procedures as may be necessary to
carry out this section.

(Dec. 23, 1913, ch. 6, § 19(l), formerly § 19(j), as
added Pub. L. 95–630, title I, § 102, Nov. 10, 1978,
92 Stat. 3642; renumbered § 19(l), Pub. L. 96–221,
title I, § 105(f), Mar. 31, 1980, 94 Stat. 140; amend-
ed Pub. L. 97–320, title IV, § 424(a), (d)(2), (e), Oct.
15, 1982, 96 Stat. 1522, 1523; Pub. L. 101–73, title
IX, § 907(h), Aug. 9, 1989, 103 Stat. 472.)

REFERENCES IN TEXT

This section, referred to in pars. (1) and (8), means
section 19 of act Dec. 23, 1913, as amended, which is
classified to sections 142, 371a, 371b, 371b–1, 374, 374a,
461, 463 to 466, 505, and 506 of this title.

AMENDMENTS

1989—Pub. L. 101–73 amended section generally, revis-
ing and restating as pars. (1) to (9) provisions of former
pars. (1) to (7) which related to civil penalty respecting
depository, reserve, etc., requirements; amount; hear-
ing; review; action by Attorney General; and regula-
tions.

1982—Par. (1). Pub. L. 97–320, § 424(a), (d)(2), inserted
proviso giving Board discretionary authority to com-
promise, etc., any civil money penalty imposed under
this section, and substituted ‘‘may be assessed’’ for
‘‘shall be assessed’’.

Par. (4). Pub. L. 97–320, § 424(e), substituted ‘‘twenty
days from the service’’ for ‘‘ten days from the date’’.

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by Pub. L. 101–73 applicable to conduct
engaged in after Aug. 9, 1989, except that increased
maximum penalties of $5,000 and $25,000 may apply to
conduct engaged in before such date if such conduct is
not already subject to a notice issued by the appro-
priate agency and occurred after completion of the last
report of the examination of the institution by the ap-
propriate agency occurring before Aug. 9, 1989, see sec-
tion 907(l) of Pub. L. 101–73, set out as a note under sec-
tion 93 of this title.

EFFECTIVE DATE

Section effective with respect to violations occurring
or continuing after Nov. 10, 1978, see section 109 of Pub.
L. 95–630 set out as an Effective Date of 1978 Amend-
ment note under section 93 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1828 of this title.

§ 506. Notice after separation from service

The resignation, termination of employment
or participation, or separation of an institution-
affiliated party (within the meaning of section
1813(u) of this title) with respect to a member
bank (including a separation caused by the clos-
ing of such a bank) shall not affect the jurisdic-
tion and authority of the Board to issue any no-
tice and proceed under this section against any
such party, if such notice is served before the
end of the 6-year period beginning on the date
such party ceased to be such a party with re-
spect to such bank (whether such date occurs be-
fore, on, or after August 9, 1989).

(Dec. 23, 1913, ch. 6, § 19(m), as added Pub. L.
101–73, title IX, § 905(g), Aug. 9, 1989, 103 Stat.
461.)

REFERENCES IN TEXT

This section, referred to in text, means section 19 of
act Dec. 23, 1913, as amended, which is classified to sec-

tions 142, 371a, 371b, 371b–1, 374, 374a, 461, 463 to 466, 505,
and 506 of this title.

SUBCHAPTER XVII—RESERVE-BANK
BRANCHES

§ 521. Reserve-bank branches; establishment; di-
rectors; discontinuance of branches; ap-
proval for erection of branch bank building

The Board of Governors of the Federal Reserve
System may permit or require any Federal re-
serve bank to establish branch banks within the
Federal reserve district in which it is located or
within the district of any Federal reserve bank
which may have been suspended. Such branches,
subject to such rules and regulations as the
Board of Governors of the Federal Reserve Sys-
tem may prescribe, shall be operated under the
supervision of a board of directors to consist of
not more than seven nor less than three direc-
tors, of whom a majority of one shall be ap-
pointed by the Federal reserve bank of the dis-
trict, and the remaining directors by the Board
of Governors of the Federal Reserve System. Di-
rectors of branch banks shall hold office during
the pleasure of the Board of Governors of the
Federal Reserve System.

The Board of Governors of the Federal Reserve
System may at any time require any Federal re-
serve bank to discontinue any branch of such
Federal reserve bank established under this sec-
tion. The Federal reserve bank shall thereupon
proceed to wind up the business of such branch
bank, subject to such rules and regulations as
the Board of Governors of the Federal Reserve
System may prescribe.

No Federal Reserve bank shall have authority
hereafter to enter into any contract or contracts
for the erection of any branch bank building of
any kind or character or to authorize the erec-
tion of any such building, except with the ap-
proval of the Board of Governors of the Federal
Reserve System.

(Dec. 23, 1913, ch. 6, § 3, 38 Stat. 253; June 21, 1917,
ch. 32, § 1, 40 Stat. 232; Feb. 25, 1927, ch. 191, § 19,
44 Stat. 1234; Aug. 23, 1935, ch. 614, title II,
§ 203(a), 49 Stat. 704; Pub. L. 87–622, § 2, Aug. 31,
1962, 76 Stat. 418.)

AMENDMENTS

1962—Pub. L. 87–622 added par. providing that no Fed-
eral Reserve Bank shall have authority to enter into
any contract for the erection of a branch bank building
or to authorize the erection of such building, except
with the approval of the Board of Governors of the Fed-
eral Reserve System.

1927—Act Feb. 25, 1927, added par. authorizing the
Federal Reserve Board to discontinue and wind up the
business of branch banks.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 522. Federal reserve branch bank buildings

No Federal Reserve 1 bank may authorize the
acquisition or construction of any branch build-
ing, or enter into any contract or other obliga-
tion for the acquisition or construction of any
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branch building, without the approval of the
Board.

(Dec. 23, 1913, ch. 6, § 10 (par.), as added June 3,
1922, ch. 205, 42 Stat. 622; amended Feb. 6, 1923,
ch. 60, 42 Stat. 1223; July 30, 1947, ch. 352, 61 Stat.
520; May 29, 1953, ch. 87, 67 Stat. 41; Pub. L.
87–622, § 1, Aug. 31, 1962, 76 Stat. 418; Pub. L.
93–495, title I, § 108, Oct. 28, 1974, 88 Stat. 1505;
Pub. L. 102–491, § 2, Oct. 24, 1992, 106 Stat. 3144.)

CODIFICATION

Section is comprised of ninth paragraph of act Dec.
23, 1913, § 10, as added June 3, 1922. For classification to
this title of other pars. of section 10, see Codification
note set out under section 241 of this title.

AMENDMENTS

1992—Pub. L. 102–491 amended section generally. Prior
to amendment, section read as follows: ‘‘No Federal re-
serve bank shall have authority hereafter to enter into
any contract or contracts for the erection of any
branch bank building of any kind or character, or to
authorize the erection of any such building, if the cost
of the building proper, exclusive of the cost of the
vaults, permanent equipment, furnishings, and fixtures,
is in excess of $250,000: Provided, That nothing herein
shall apply to any building under construction prior to
June 3, 1922: Provided further, That the cost as above
specified shall not be so limited as long as the aggre-
gate of such costs which are incurred by all Federal Re-
serve banks for branch bank buildings with the ap-
proval of the Board of Governors after July 30, 1947 does
not exceed $140,000,000.’’

1974—Pub. L. 93–495 increased from $60,000,000 to
$140,000,000 the limitation on aggregate costs of con-
structing branch bank buildings.

1962—Pub. L. 87–622 increased from $30,000,000 to
$60,000,000 the limitation on aggregate costs of con-
structing branch bank buildings.

1953—Act May 29, 1953, increased from $10,000,000 to
$30,000,000 the limitation on aggregate cost of con-
structing branch bank buildings.

1947—Act July 30, 1947, inserted proviso exempting
limitation on cost of construction where aggregate
costs do not exceed $10,000,000.

CHAPTER 4�TAXATION

SUBCHAPTER I—FEDERAL RESERVE BANKS

Sec.
531. Exemption from taxation.

SUBCHAPTER II—NATIONAL BANK CIRCULATION

541. Tax on circulating notes generally.
542 to 547. Omitted or Repealed.

SUBCHAPTER III—NATIONAL BANK SHARES

548. State taxation.

SUBCHAPTER IV—STATE BANK CIRCULATION

561 to 570. Omitted.

SUBCHAPTER I—FEDERAL RESERVE
BANKS

§ 531. Exemption from taxation

Federal reserve banks, including the capital
stock and surplus therein and the income de-
rived therefrom, shall be exempt from Federal,
State, and local taxation, except taxes upon real
estate.

(Dec. 23, 1913, ch. 6, § 7(c), 38 Stat. 258; Mar. 3,
1919, ch. 101, § 1, 40 Stat. 1314; Pub. L. 103–66, title
III, § 3002(c)(2), Aug. 10, 1993, 107 Stat. 338.)

CODIFICATION

Section is comprised of subsec. (c) [formerly third un-
designated par.] of section 7 of act Dec. 23, 1913. Subsec.

(a) of section 7 and subsec. (b) [enacted by Pub. L.
106–113, div. B, § 1000(a)(5) [title III, § 302(2)], Nov. 29,
1999, 113 Stat. 1536, 1501A–304] of section 7 are classified
to section 289 of this title. Another subsec. (b) of sec-
tion 7 is classified to section 290 of this title.

AMENDMENTS

1993—Pub. L. 103–66 inserted section catchline.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 26 section 140.

SUBCHAPTER II—NATIONAL BANK
CIRCULATION

§ 541. Tax on circulating notes generally

In lieu of all existing taxes, every association
shall pay to the Treasurer of the United States,
in the months of January and July, a duty of
one-half of 1 per centum each half year upon the
average amount of its notes in circulation.

(R.S. § 5214; Mar. 3, 1883, ch. 121, § 1, 22 Stat. 488.)

CODIFICATION

R.S. § 5214 derived from act June 3, 1864, ch. 106, § 41,
13 Stat. 111, which was part of the National Bank Act.
See section 38 of this title.

§ 542. Omitted

CODIFICATION

Section, act Mar. 14, 1900, ch. 41, § 13, 31 Stat. 49, re-
lated to tax on circulating notes secured by 2 per cen-
tum bonds.

§ 543. Repealed. Pub. L. 97�258, § 5(b), Sept. 13,
1982, 96 Stat. 1068

Section, act Dec. 21, 1905, ch. 3, § 1, 34 Stat. 5, related
to tax on circulating notes secured by Panama Canal 2
per centum bonds and rights and privileges of such
bonds.

§§ 544 to 547. Omitted

CODIFICATION

Section 544, R.S. § 5215; act Mar. 3, 1883, ch. 121, § 1, 22
Stat. 488, related to half-yearly return of circulation.

Section 545, R.S. § 5216; act Mar. 3, 1883, ch. 121, § 1, 22
Stat. 488, related to penalty for failure to make return.

Section 546, R.S. § 5217, related to enforcing tax on
circulation.

Section 547, R.S. § 5218; act June 10, 1921, ch. 18, § 304,
42 Stat. 24, related to refunding excess tax.

REPEALS

Effective July 1, 1935, the permanent appropriation
provided for in former section 547 of this title was re-
pealed by act June 26, 1934, ch. 756, § 2, 48 Stat. 1226,
such act authorizing in lieu thereof, an annual appro-
priation from the general fund of the Treasury.

REDEMPTION OF BONDS; TERMINATION OF CIRCULATING
NOTES

In a communication from the Treasury Department
dated February 17, 1941, it was stated ‘‘The Secretary of
the Treasury called for redemption the only outstand-
ing issues of United States bonds bearing the circula-
tion privilege as follows:

‘‘2% Consols. of 1930, as of July 1, 1935,
‘‘2% Panama Canal bonds of 1916–36, and
‘‘2% Panama Canal bonds of 1918–38, as of August 1,

1935.
‘‘The retirement of these issues automatically put an

end to National Bank note circulation and the collec-
tion of the tax thereon.’’
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SUBCHAPTER III—NATIONAL BANK
SHARES

§ 548. State taxation

For the purposes of any tax law enacted under
authority of the United States or any State, a
national bank shall be treated as a bank orga-
nized and existing under the laws of the State or
other jurisdiction within which its principal of-
fice is located.

(R.S. § 5219; Mar. 4, 1923, ch. 267, 42 Stat. 1499;
Mar. 25, 1926, ch. 88, 44 Stat. 223; Pub. L. 91–156,
§§ 1(a), 2(a), Dec. 24, 1969, 83 Stat. 434.)

CODIFICATION

R.S. § 5219 derived from act June 3, 1864, ch. 106, § 41,
13 Stat. 111, which was the National Bank Act, and act
Feb. 10, 1868, ch. 7, 15 Stat. 34. See section 38 of this
title.

AMENDMENTS

1969—Pub. L. 91–156, § 2(a), substituted provisions di-
recting that national banks, for purposes of both Fed-
eral and State tax laws, be treated as banks organized
and existing under the laws of the State or other juris-
diction within which each bank’s principal office is lo-
cated for provisions placing restrictions on the tax-
ation of national bank shares and, for the period until
the effective date of such amendment, set out interim
provisions regarding intangible personal property taxes
of States and local governments on national banks.

Pub. L. 91–156, § 1(a), added par. 5.
1926—Act Mar. 25, 1926, among other changes inserted

‘‘on their net income’’ in cl. (3) of former opening par.,
and added cl. (4) thereto, and inserted proviso in former
subsec. 1(c).

EFFECTIVE DATE OF 1969 AMENDMENT

Section 1(b) of Pub. L. 91–156 provided that: ‘‘The
amendment made by subsection (a) of this section [set-
ting out interim provisions regarding intangible per-
sonal property taxes of State and local governments on
national banks] shall be effective from the date of en-
actment of this Act [Dec. 24, 1969] until the effective
date [Jan. 1, 1973] of the amendment made by section
2(a) of this Act [removing restrictions on the taxation
of national bank shares and directing that national
banks, for purposes of both Federal and State tax laws,
be treated as banks organized and existing under the
laws of the State or other jurisdiction within which
each bank’s principal office is located].’’

Section 2(b) of Pub. L. 91–156, as amended by Pub. L.
92–213, § 4(a), Dec. 22, 1971, 85 Stat. 775, provided that:
‘‘The amendment made by subsection (a) [removing all
special restriction on the taxation of national bank
shares by State and local taxing authorities] becomes
effective on January 1, 1973’’.

SAVINGS PROVISION

Section 3 of Pub. L. 91–156, as amended by Pub. L.
92–213, § 4(a), Dec. 22, 1971, 85 Stat. 775, provided that:

‘‘(a) Except as provided in subsection (b) of this sec-
tion, prior to January 1, 1973, no tax may be imposed on
any class of banks by or under authority of any State
legislation in effect prior to the enactment of this Act
[Dec. 24, 1969] unless

‘‘(1) the tax was imposed on that class of banks
prior to the enactment of this Act [Dec. 24, 1969], or

‘‘(2) the imposition of the tax is authorized by af-
firmative action of the State legislature after the en-
actment of this Act [Dec. 24, 1969].
‘‘(b) The prohibition of subsection (a) of this section

does not apply to
‘‘(1) any sales tax or use tax complementary there-

to,
‘‘(2) any tax (including a documentary stamp tax)

on the execution, delivery, or recordation of docu-
ments, or

‘‘(3) any tax on tangible personal property (not in-
cluding cash or currency), or for any license, registra-
tion, transfer, excise or other fee or tax imposed on
the ownership, use or transfer of tangible personal
property,

imposed by a State which does not impose a tax, or an
increased rate of tax, in lieu thereof.’’

STATE TAXATION OF FEDERALLY INSURED FINANCIAL
INSTITUTIONS; STUDY AND REPORT BY ADVISORY COM-
MISSION ON INTERGOVERNMENTAL RELATIONS

Pub. L. 93–100, § 7, Aug. 16, 1973, 87 Stat. 347, eff. on the
30th day after Aug. 16, 1973, as amended by Pub. L.
93–495, title I, § 114, Oct. 28, 1974, 88 Stat. 1507; Pub. L.
94–222, §§ 1, 4, Feb. 27, 1976, 90 Stat. 197, 198, eff. Jan. 1,
1976, provided that it was to be cited as the ‘‘State Tax-
ation of Depositories Act’’; that it was applicable to
taxable years or periods beginning on or after Aug. 16,
1973; that an efficient banking system and the free flow
of commerce would be furthered by clarification of
principles as to State taxation of interstate trans-
actions of banks and other depositories; that taxes
measured by income or receipts or other ‘‘doing busi-
ness’’ taxes in states where depositories do not have
their principal offices, should be deferred until uniform
and equitable methods are developed; that no such
taxes should be imposed on or after Aug. 16, 1973 and be-
fore Sept. 12, 1976; that ‘‘insured depository’’ means any
bank or institution insured under the Federal Deposit
Insurance Act or the Federal Savings and Loan Insur-
ance Corporation or any member institution of a Fed-
eral home loan bank; that ‘‘State’’ means the several
States of the United States, the District of Columbia,
the Virgin Islands, Guam, and American Samoa; and
that the Advisory Commission on Intergovernmental
Relations should study the matter of State ‘‘doing
business’’ taxes and report to Congress no later than
Dec. 31, 1974.

STUDY BY BOARD OF GOVERNORS OF FEDERAL RESERVE
SYSTEM; REPORT BY JUNE 22, 1972

Section 4(b) of Pub. L. 92–213 required the Board of
Governors of the Federal Reserve System to make a
study of the probable impact on the revenues of State
and local governments of the extension until Jan. 1,
1973, under subsection (a), of the termination date of in-
terim provisions regarding intangible personal prop-
erty taxes of State and local governments on national
banks and to report the results of its study to the Con-
gress not later than six months after Dec. 22, 1971.

STUDY BY BOARD OF GOVERNORS OF FEDERAL RESERVE
SYSTEM; REPORT BY DEC. 31, 1970

Section 4 of Pub. L. 91–156 provided that the Board of
Governors of the Federal Reserve System make a study
to determine the probable impact on the banking sys-
tem and other economic effects of the changes in exist-
ing law made by section 2 of this Act [amending this
section] and that such study include the Board’s recom-
mendation as to what additional Federal legislation
may be needed to reconcile the promotion of economic
efficiency in the banking system with the achievement
of effectiveness and local autonomy in meeting the fis-
cal needs of the States and their political subdivisions.
The results of the Board’s study were to be made to
Congress not later than December 31, 1970.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 932 of this title.

SUBCHAPTER IV—STATE BANK
CIRCULATION

§§ 561 to 570. Omitted

REPEALS

Provisions of these sections were incorporated in
Title 26, Internal Revenue Code, as follows:
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This Title Title 26

561 ........... 1905, I.R.C. 1939; 4882, I.R.C. 1954
562 ........... 1900(b)(2), I.R.C. 1939; 4881, I.R.C. 1954
563 ........... 1900(b)(2) I.R.C. 1939; 4881, I.R.C. 1954
564 ........... 1902(b), I.R.C. 1939; 6151(a), I.R.C. 1954
565 ........... 1901, I.R.C. 1939; 4883, I.R.C. 1954
566 ........... 1902(a)(1)(2), I.R.C. 1939; 6011(a), 6065(a),

6071, 6091(b)(1), (2), I.R.C. 1954
567 ........... 1903, 1904, I.R.C. 1939; 4885, I.R.C. 1954
568 ........... 1902(a)(4), I.R.C. 1939; omitted, I.R.C. 1954
569 ........... 1906, I.R.C. 1939; 4883, I.R.C. 1954
570 ........... 3798, I.R.C. 1939; 7507, I.R.C. 1954

Insofar as they related exclusively to internal reve-
nue they were repealed by section 4(a) of enacting sec-
tion of 1939 Internal Revenue Code, preceding subtitle A
of Title 26, I.R.C. 1939.

CHAPTER 5�CRIMES AND OFFENSES

SUBCHAPTER I—IN GENERAL

Sec.
581. Repealed.
582. Receipt of United States or bank notes as col-

lateral.
583 to 588d. Repealed.

SUBCHAPTER II—FEDERAL RESERVE AND MEM-
BER BANKS, OFFICERS, EMPLOYEES, AND EX-
AMINERS

591 to 599. Repealed.

SUBCHAPTER I—IN GENERAL

§ 581. Repealed. June 25, 1948, ch. 645, § 21, 62
Stat. 862, eff. Sept. 1, 1948

Section, R.S. § 5187, related to unauthorized issue of
circulating notes. See section 334 of Title 18, Crimes
and Criminal Procedure.

§ 582. Receipt of United States or bank notes as
collateral

No national banking association shall here-
after offer or receive United States notes or na-
tional-bank notes as security or as collateral se-
curity for any loan of money, or for a consider-
ation agree to withhold the same from use, or
offer or receive the custody or promise of cus-
tody of such notes as security, or as collateral
security, or consideration for any loan of
money. Any association offending against the
provisions of this section shall be deemed guilty
of a misdemeanor and shall be fined not more
than $1,000 and a further sum equal to one-third
of the money so loaned. The officer or officers of
any association who shall make any such loan
shall be liable for a further sum equal to one-
quarter of the money loaned; and any fine or
penalty incurred by a violation of this section
shall be recoverable for the benefit of the party
bringing such suit.

(R.S. § 5207.)

CODIFICATION

R.S. § 5207 derived from act Feb. 19, 1869, ch. 32, 15
Stat. 270.

§§ 583 to 588d. Repealed. June 25, 1948, ch. 645,
§ 21, 62 Stat. 862, eff. Sept. 1, 1948

Section 583, R.S. § 5243; act Aug. 23, 1935, ch. 614, title
III, § 318, 49 Stat. 712, related to use of words ‘‘Na-
tional’’, ‘‘Federal’’, or ‘‘United States’’. See section 709
of Title 18, Crimes and Criminal Procedure.

Section 584, act May 24, 1926, ch. 377, § 1, 44 Stat. 628,
related to spurious advertisements or representations
as to Federal farm loans and bonds. See section 709 of
Title 18, Crimes and Criminal Procedure.

Section 585, acts May 24, 1926, ch. 377, § 2, 44 Stat. 628;
Aug. 23, 1935, ch. 614, title III, § 332, 49 Stat. 719, related
to use of words ‘‘Federal’’, ‘‘United States’’, ‘‘Deposit
Insurance’’, ‘‘reserve’’. See section 709 of Title 18,
Crimes and Criminal Procedure.

Section 586, act May 24, 1926, ch. 377, § 3, 44 Stat. 628,
related to false advertisements or representations as to
membership in Federal Reserve System. See section 709
of Title 18, Crimes and Criminal Procedure.

Section 587, acts May 24, 1926, ch. 377, § 4, 44 Stat. 628;
Aug. 23, 1935, ch. 614, title III, § 332, 49 Stat. 719, related
to penalties for violations of former sections 584–586.
See section 709 of Title 18, Crimes and Criminal Proce-
dure.

Section 588, act May 24, 1926, ch. 377, § 5, 44 Stat. 629,
related to separability of former sections 584 to 587.

Section 588a, acts May 18, 1934, ch. 304, § 1, 48 Stat. 783;
Aug. 23, 1935, ch. 614, title III, § 333, 49 Stat. 720, defined
‘‘bank’’. See section 2113 of Title 18, Crimes and Crimi-
nal Procedure.

Section 588b, acts May 18, 1934, ch. 304, § 2, 48 Stat. 783;
Aug. 24, 1937, ch. 747, 50 Stat. 749; June 29, 1940, ch. 455,
54 Stat. 695, related to robbery of bank. See section 2113
of Title 18, Crimes and Criminal Procedure.

Section 588c, act May 18, 1934, ch. 304, § 3, 48 Stat. 783,
related to killing or kidnapping as incident to robbery
of a bank. See section 2113 of Title 18, Crimes and
Criminal Procedure.

Section 588d, act May 18, 1934, ch. 304, § 4, 48 Stat. 783,
related to jurisdiction of bank crimes. See section 3231
of Title 18, Crimes and Criminal Procedure.

SUBCHAPTER II—FEDERAL RESERVE AND
MEMBER BANKS, OFFICERS, EMPLOYEES,
AND EXAMINERS

§§ 591 to 599. Repealed. June 25, 1948, ch. 645,
§ 21, 62 Stat. 862, eff. Sept. 1, 1948

Section 591, R.S. § 5208; acts July 12, 1882, ch. 290, § 13,
22 Stat. 166; Sept. 26, 1918, ch. 177, § 7, 40 Stat. 972; Feb.
25, 1927, ch. 191, § 12, 44 Stat. 1231, related to unlawful
certification of checks. See section 1004 of Title 18,
Crimes and Criminal Procedure.

Section 592, R.S. § 5209; acts Sept. 26, 1918, ch. 177, § 7,
40 Stat. 972; Aug. 23, 1935, ch. 614, title III, § 316, 49 Stat.
712, related to embezzlement. See sections 334, 656, and
1005 of Title 18, Crimes and Criminal Procedure.

Section 593, acts Dec. 23, 1913, ch. 6, § 22(a), 38 Stat.
272; Sept. 26, 1918, ch. 177, § 5, 40 Stat. 970; Feb. 25, 1927,
ch. 191, § 15, 44 Stat. 1232; Aug. 23, 1935, ch. 614, title III,
§ 326(a), 49 Stat. 715, related to loans and gratuities. See
sections 212, 213, and 655 of Title 18, Crimes and Crimi-
nal Procedure.

Section 594, acts Dec. 23, 1913, ch. 6, § 22(b), 38 Stat.
272; Sept. 26, 1918, ch. 177, § 5, 40 Stat. 970; Aug. 23, 1935,
ch. 614, title III, § 326(b), 49 Stat. 716, related to bank ex-
aminers performing other services for compensation
and disclosure of information. See sections 1906 and
1909 of Title 18, Crimes and Criminal Procedure.

Section 595, acts Dec. 23, 1913, ch. 6, § 22(c), 38 Stat.
272; June 21, 1917, ch. 32, § 11, 40 Stat. 240; Sept. 26, 1918,
ch. 177, § 5, 40 Stat. 970, related to officers and employ-
ees accepting commissions and gifts for procuring
loans. See section 215 of Title 18, Crimes and Criminal
Procedure.

Section 596, act Dec. 23, 1913, ch. 6, § 22(h), as added
June 19, 1934, ch. 653, § 3, 48 Stat. 1107, related to false
statements or overvaluation of securities to secure
loan. See section 1014 of Title 18, Crimes and Criminal
Procedure.

Section 597, act Dec. 23, 1913, ch. 6, § 22(i), as added
June 19, 1934, ch. 653, § 3, 48 Stat. 1107, related to embez-
zlement, etc. See sections 655 and 1005 of Title 18,
Crimes and Criminal Procedure.

Section 598, act Dec. 23, 1913, ch. 6, § 22(j), as added
June 19, 1934, ch. 653, § 3, 48 Stat. 1107, related to appli-



Page 171 TITLE 12—BANKS AND BANKING § 601

cation of former sections 202 to 207 of Title 18, Crimes
and Criminal Procedure.

Section 599, act Dec. 23, 1913, ch. 6, § 22(k), as added
June 19, 1934, ch. 653, § 3, 48 Stat. 1107, related to fees,
commissions, and bonuses in connection with loans.
See section 214 of Title 18, Crimes and Criminal Proce-
dure.

CHAPTER 6�FOREIGN BANKING

SUBCHAPTER I—ESTABLISHMENT BY NATIONAL
BANKS OF FOREIGN BRANCHES AND INVEST-
MENTS IN BANKS DOING FOREIGN BUSINESS

Sec.
601. Authorization; conditions and regulations.
602. Reports and examinations.
603. Restrictions imposed by Board of Governors

of the Federal Reserve System on banks
purchasing stock in corporations doing for-
eign business.

604. Accounts of foreign branches; profit and loss.
604a. Regulations authorizing exercise by foreign

branches of usual powers of local banks; re-
strictions.

605. Repealed.

SUBCHAPTER II—ORGANIZATION OF
CORPORATIONS TO DO FOREIGN BANKING

611. Formation authorized; fiscal agents; deposi-
taries in insular possessions.

611a. Statement of purposes; rules and regulations.
612. Articles of association; contents.
613. Signing of articles of association; forwarding

to and filing by Board of Governors of the
Federal Reserve System; organization cer-
tificate; contents.

614. Organization certificate; acknowledgment;
forwarding to, filing, and approval by Board
of Governors of the Federal Reserve Sys-
tem; permit to do business; body corporate;
name; seal; corporate succession; contracts;
suits; directors, officers, and employees; by-
laws.

615. Powers of corporation.
(a) Dealings in drafts, checks, bills of ex-

change, acceptances, and other evi-
dences of indebtedness; purchase
and sale of securities; letters of
credit; purchase and sale of coin,
bullion, and exchange; borrowing
and loaning money; issue of deben-
tures, bonds, and notes; deposits;
limitation of liabilities; reserves.

(b) Branches or agencies.
(c) Purchase of stock in other corpora-

tions.
616. Place of carrying on business; when business

may be begun.
617. Engaging in commerce or trade in commod-

ities; price fixing; forfeiture of charter; acts
forbidden to directors, officers, agents, or
employees.

618. Capital stock; amount; when paid in.
619. Capital stock; by whom held; ownership of

capital stock by foreign bank.
620. Members of Board of Governors of the Federal

Reserve System without interest in cor-
poration.

621. Liability of shareholders on unpaid subscrip-
tions; membership of corporation in Federal
reserve bank prohibited.

622. Forfeiture of rights and privileges; dissolu-
tion; liability of directors and officers.

623. Voluntary liquidation.
624. Appointment of receiver or conservator.
625. Stockholders’ meetings; books and records;

reports; examination.
626. Dividends; surplus fund.
627. State taxation.
628. Extension of corporate existence.

Sec.
629. Conversion of banking corporations into Fed-

eral corporations; procedure.
630. Offenses by officers of corporation; punish-

ment.
631. False representations as to liability of United

States for acts of corporation; punishment.
632. Jurisdiction of United States courts; disposi-

tion by banks of foreign owned property.
633. Potential liability on foreign accounts.

(a) Exceptions from repayment require-
ment.

(b) Regulations.

SUBCHAPTER I—ESTABLISHMENT BY NA-
TIONAL BANKS OF FOREIGN BRANCHES
AND INVESTMENTS IN BANKS DOING
FOREIGN BUSINESS

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 24a, 36, 461,
618, 619, 1786, 1818, 1841, 1843, 2804, 3101, 3204, 3902, 4402 of
this title; title 7 section 27; title 15 sections 57a, 78c,
1607, 1681s, 1691c, 1692l, 1693o, 6505, 6805, 6822; title 18 sec-
tions 20, 212, 213, 655, 656, 1004, 1005, 1014, 1030, 1906; title
31 section 5313.

§ 601. Authorization; conditions and regulations

Any national banking association possessing a
capital and surplus of $1,000,000 or more may file
application with the Board of Governors of the
Federal Reserve System for permission to exer-
cise, upon such conditions and under such regu-
lations as may be prescribed by the said board,
the following powers:

First. To establish branches in foreign coun-
tries or dependencies or insular possessions of
the United States for the furtherance of the for-
eign commerce of the United States, and to act
if required to do so as fiscal agents of the United
States.

Second. To invest an amount not exceeding in
the aggregate 10 per centum of its paid-in cap-
ital stock and surplus in the stock of one or
more banks or corporations chartered or incor-
porated under the laws of the United States or
of any State thereof, and principally engaged in
international or foreign banking, or banking in
a dependency or insular possession of the United
States either directly or through the agency,
ownership, or control of local institutions in for-
eign countries, or in such dependencies or insu-
lar possessions.

Third. To acquire and hold, directly or indi-
rectly, stock or other evidences of ownership in
one or more banks organized under the law of a
foreign country or a dependency or insular pos-
session of the United States and not engaged, di-
rectly or indirectly, in any activity in the
United States except as, in the judgment of the
Board of Governors of the Federal Reserve Sys-
tem, shall be incidental to the international or
foreign business of such foreign bank; and, not-
withstanding the provisions of section 371c of
this title, to make loans or extensions of credit
to or for the account of such bank in the manner
and within the limits prescribed by the Board by
general or specific regulation or ruling.

Until January 1, 1921, any national banking
association, without regard to the amount of its
capital and surplus, may file application with
the Board of Governors of the Federal Reserve
System for permission, upon such conditions
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and under such regulations as may be prescribed
by said board, to invest an amount not exceed-
ing in the aggregate 5 per centum of its paid-in
capital and surplus in the stock of one or more
corporations chartered or incorporated under
the laws of the United States or of any State
thereof and, regardless of its location, prin-
cipally engaged in such phases of international
or foreign financial operations as may be nec-
essary to facilitate the export of goods, wares,
or merchandise from the United States or any of
its dependencies or insular possessions to any
foreign country: Provided, however, That in no
event shall the total investments authorized by
this subchapter by any one national bank exceed
10 per centum of its capital and surplus.

Such application shall specify the name and
capital of the banking association filing it, the
powers applied for, and the place or places where
the banking or financial operations proposed are
to be carried on. The Board of Governors of the
Federal Reserve System shall have power to ap-
prove or to reject such application in whole or
in part if for any reason the granting of such ap-
plication is deemed inexpedient, and shall also
have power from time to time to increase or de-
crease the number of places where such banking
operations may be carried on.

(Dec. 23, 1913, ch. 6, § 25 (pars.), 38 Stat. 273; Sept.
7, 1916, ch. 461, 39 Stat. 755; Sept. 17, 1919, ch. 60,
§§ 1, 2, 41 Stat. 285, 286; Aug. 23, 1935, ch. 614, title
II, § 203(a), 49 Stat. 704; Pub. L. 89–485, § 12(b),
July 1, 1966, 80 Stat. 241.)

REFERENCES IN TEXT

This subchapter, referred to in the proviso to the
fifth par., was in the original ‘‘this section’’, meaning
section 25 of act Dec. 23, 1913, which is classified to this
subchapter (§ 601 et seq.).

CODIFICATION

Section is comprised of a part of section 25 of act Dec.
23, 1913, as amended, which comprises this subchapter.

AMENDMENTS

1966—Pub. L. 89–485 struck out ‘‘either or both of’’ be-
fore ‘‘the following powers’’ in introductory par.

Par. Third. Pub. L. 89–485 added par. Third.
1919—Act Sept. 17, 1919, added par. beginning ‘‘Until

January 21, 1921’’ and inserted ‘‘financial’’ in first sen-
tence of last par.

1916—Act Sept. 7, 1916, among other changes, added
par. Second, and provisions relating to restrictions on
purchasing stock in other banks, investigations as to
compliance with regulations, disposal of interest and
separation of accounts, etc. which are now contained in
section 602 et seq. of this title.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

STUDY BY SECRETARY OF THE TREASURY OF DISCRIMI-
NATORY PRACTICES BY FOREIGN NATIONS AGAINST
UNITED STATES BANKS; REPORT AND RECOMMENDA-
TIONS TO CONGRESS

Pub. L. 95–369, § 9(a), formerly § 9, Sept. 17, 1978, 92
Stat. 623, renumbered Pub. L. 95–630, title III, § 311, Nov.
10, 1978, 92 Stat. 3678, provided that the Secretary of the
Treasury conduct a study of discriminatory practices
by foreign nations against United States banks and re-
port his findings and recommendations to Congress on
or before one year after Sept. 17, 1978, along with a de-

scription of efforts taken by the United States to elimi-
nate any foreign laws or practices that discriminate
against United States banks or serve as a barrier to the
financing of United States exports to any country.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 602, 603 of this
title.

§ 602. Reports and examinations

Every national banking association operating
foreign branches shall be required to furnish in-
formation concerning the condition of such
branches to the Comptroller of the Currency
upon demand, and every member bank investing
in the capital stock of banks or corporations de-
scribed in subsection second of section 601 of
this title shall be required to furnish informa-
tion concerning the condition of such banks or
corporations to the Board of Governors of the
Federal Reserve System upon demand, and the
Board of Governors of the Federal Reserve Sys-
tem may order special examinations of the said
branches, banks, or corporations at such time or
times as it may deem best.

(Dec. 23, 1913, ch. 6, § 25 (par.), 38 Stat. 273; Sept.
7, 1916, ch. 461, 39 Stat. 755; Sept. 17, 1919, ch. 60,
§ 3, 41 Stat. 286; Aug. 23, 1935, ch. 614, title II,
§ 203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of a part of section 25 of act Dec.
23, 1913, as amended, which comprises this subchapter.

AMENDMENTS

1919—Act Sept. 17, 1919, corrected reference to preced-
ing section.

1916—Act Sept. 7, 1916, substituted ‘‘operating’’ for
‘‘which shall receive authority to establish foreign
branches’’ and inserted ‘‘every member bank investing
in the capital stock of banks or corporations described
in subsection second of section 601 of this title’’.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

EXCEPTION AS TO TRANSFER OF FUNCTIONS

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not
included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

§ 603. Restrictions imposed by Board of Gov-
ernors of the Federal Reserve System on
banks purchasing stock in corporations
doing foreign business

Before any national bank shall be permitted
to purchase stock in any corporation described
in section 601 of this title, the said corporation
shall enter into an agreement or undertaking
with the Board of Governors of the Federal Re-
serve System to restrict its operations or con-
duct its business in such manner or under such
limitations and restrictions as the said board
may prescribe for the place or places wherein
such business is to be conducted. If at any time
the Board of Governors of the Federal Reserve
System shall ascertain that the regulations pre-
scribed by it are not being complied with, said
board is authorized and empowered to institute
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an investigation of the matter and to send for
persons and papers, subpoena witnesses, and ad-
minister oaths in order to satisfy itself as to the
actual nature of the transactions referred to.
Should such investigation result in establishing
the failure of the corporation in question, or of
the national bank or banks which may be stock-
holders therein, to comply with the regulations
laid down by the said Board of Governors of the
Federal Reserve System, such national banks
may be required to dispose of stock holdings in
the said corporation upon reasonable notice.

(Dec. 23, 1913, ch. 6, § 25 (par.), as added Sept. 7,
1916, ch. 461, 39 Stat. 755; amended Aug. 23, 1935,
ch. 614, title II, § 203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of a part of section 25 of act Dec.
23, 1913, as amended, which comprises this subchapter.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 7 section 1a.

§ 604. Accounts of foreign branches; profit and
loss

Every national banking association operating
foreign branches shall conduct the accounts of
each foreign branch independently of the ac-
counts of other foreign branches established by
it and of its home office, and shall at the end of
each fiscal period transfer to its general ledger
the profit or loss accrued at each branch as a
separate item.

(Dec. 23, 1913, ch. 6, § 25 (par.), 38 Stat. 273; Sept.
7, 1916, ch. 461, 39 Stat. 756.)

CODIFICATION

Section is comprised of a part of section 25 of act Dec.
23, 1913, as amended, which comprises this subchapter.

The words ‘‘national banking association operating
foreign branches’’ were in the original ‘‘such banking
association’’.

AMENDMENTS

1916—Act Sept. 7, 1916, substituted ‘‘accrued’’ for ‘‘ac-
cruing’’.

§ 604a. Regulations authorizing exercise by for-
eign branches of usual powers of local banks;
restrictions

Regulations issued by the Board of Governors
of the Federal Reserve System under this sub-
chapter, in addition to regulating powers which
a foreign branch may exercise under other provi-
sions of law, may authorize such a foreign
branch, subject to such condition and require-
ments as such regulations may prescribe, to ex-
ercise such further powers as may be usual in
connection with the transaction of the business
of banking in the places where such foreign
branch shall transact business. Such regulations
shall not authorize a foreign branch to engage in
the general business of producing, distributing,
buying or selling goods, wares, or merchandise;
nor, except to such limited extent as the Board
may deem to be necessary with respect to secu-

rities issued by any ‘‘foreign state’’ as defined in
section 632 of this title, shall such regulations
authorize a foreign branch to engage or partici-
pate, directly or indirectly, in the business of
underwriting, selling, or distributing securities.

(Dec. 23, 1913, ch. 6, § 25 (par.), as added Pub. L.
87–588, Aug. 15, 1962, 76 Stat. 388.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 25 of act Dec. 23,
1913, which is classified to this subchapter (§ 601 et seq.).

CODIFICATION

Section is comprised of a part of section 25 of act Dec.
23, 1913, as amended, which comprises this subchapter.

§ 605. Repealed. Aug. 23, 1935, ch. 614, title III,
§ 329, 49 Stat. 717

Section, act Dec. 23, 1913, ch. 6, § 25 (par.), 38 Stat. 273,
as amended by act Sept. 7, 1916, ch. 461, 39 Stat. 755, re-
lated to interlocking directors, officers, and employees.
See section 19 of Title 15, Commerce and Trade.

SUBCHAPTER II—ORGANIZATION OF
CORPORATIONS TO DO FOREIGN BANKING

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 24a, 1818,
1841, 1843, 2804, 3103, 3204, 3902, 4402, 4422 of this title;
title 7 sections 1a, 27; title 11 sections 103, 109, 781; title
15 sections 57a, 77kkk, 78c, 78q, 1607, 1681s, 1691c, 1692l,
1693o, 4001, 6505, 6805, 6822; title 18 sections 20, 212, 213,
655, 656, 1004, 1005, 1014, 1030, 1906; title 31 section 5313.

§ 611. Formation authorized; fiscal agents; de-
positaries in insular possessions

Corporations to be organized for the purpose
of engaging in international or foreign banking
or other international or foreign financial oper-
ations, or in banking or other financial oper-
ations in a dependency or insular possession of
the United States, either directly or through the
agency, ownership or control of local institu-
tions in foreign countries, or in such depend-
encies or insular possessions as provided by this
subchapter and to act when required by the Sec-
retary of the Treasury as fiscal agents of the
United States, may be formed by any number of
natural persons, not less in any case than five:
Provided, That nothing in this subchapter shall
be construed to deny the right of the Secretary
of the Treasury to use any corporation orga-
nized under this subchapter as depositaries in
Panama and the Panama Canal Zone, or other
insular possessions and dependencies of the
United States.

(Dec. 23, 1913, ch. 6, § 25A (par.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; amend-
ed Feb. 27, 1921, ch. 73, 41 Stat. 1145; Proc. No.
2695, eff. July 4, 1946, 11 F.R. 2517, 60 Stat. 1352;
renumbered § 25A, Pub. L. 102–242, title I,
§ 142(e)(2), Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 25A of act Dec. 23,
1913, which is classified to this subchapter (§ 611 et seq.).

For definition of Canal Zone, referred to in text, see
section 3602(b) of Title 22, Foreign Relations and Inter-
course.
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CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by act Dec. 24, 1919.

Words ‘‘in the Philippine Islands and’’ following
‘‘Canal Zone, or’’ were deleted on authority of Proc.
No. 2695, which granted independence to the Philippine
Islands pursuant to section 1394 of Title 22. Proc. No.
2695 is set out as a note under section 1394 of Title 22,
Foreign Relations and Intercourse.

AMENDMENTS

1921—Act Feb. 27, 1921, inserted proviso.

SHORT TITLE

Section 25A, formerly section 25(a) of act Dec. 23,
1913, ch. 6, as added by act Dec. 24, 1919, ch. 18, 41 Stat.
378, which is classified to this subchapter, is popularly
known as the ‘‘Edge Act’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 612, 615 of this
title.

§ 611a. Statement of purposes; rules and regula-
tions

The Congress declares that it is the purpose of
this subchapter to provide for the establishment
of international banking and financial corpora-
tions operating under Federal supervision with
powers sufficiently broad to enable them to
compete effectively with similar foreign-owned
institutions in the United States and abroad; to
afford to the United States exporter and im-
porter in particular, and to United States com-
merce, industry, and agriculture in general, at
all times a means of financing international
trade, especially United States exports; to foster
the participation by regional and smaller banks
throughout the United States in the provision of
international banking and financing services to
all segments of United States agriculture, com-
merce, and industry, and, in particular small
business and farming concerns; to stimulate
competition in the provision of international
banking and financing services throughout the
United States; and, in conjunction with each of
the preceding purposes, to facilitate and stimu-
late the export of United States goods, wares,
merchandise, commodities, and services to
achieve a sound United States international
trade position. The Board of Governors of the
Federal Reserve System shall issue rules and
regulations under this subchapter consistent
with and in furtherance of the purposes de-
scribed in the preceding sentence, and, in ac-
cordance therewith, shall review and revise any
such rules and regulations at least once every
five years, the first such period commencing
with the effective date of rules and regulations
issued pursuant to section 3(a) of the Inter-
national Banking Act of 1978, in order to ensure
that such purposes are being served in light of
prevailing economic conditions and banking
practices.

(Dec. 23, 1913, ch. 6, § 25A (par.), formerly § 25(a),
as added Pub. L. 95–369, § 3(b), Sept. 17, 1978, 92
Stat. 608; renumbered § 25A, Pub. L. 102–242, title
I, § 142(e)(2), Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 25A of act Dec. 23,
1913, which is classified to this subchapter (§ 611 et seq.).

Section 3(a) of the International Banking Act of 1978,
referred to in text, is Pub. L. 95–369, § 3(a), Sept. 17, 1978,
92 Stat. 608, which is set out below.

CODIFICATION

Section is comprised of the second par. of section 25A,
formerly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by Pub. L. 95–369.

ELIMINATION OR MODIFICATION OF RESTRICTIONS LIMIT-
ING FOREIGN BANKING; CONGRESSIONAL DECLARATION
OF PURPOSE

Section 3(a) of Pub. L. 95–369 provided that: ‘‘It is the
purpose of this section [adding this section, amending
sections 614, 615, 618, and 619 of this title, and enacting
provisions set out as note under section 247 of this
title] to eliminate or modify provisions in section 25(a)
[now 25A] of the Federal Reserve Act [this subchapter]
that (1) discriminate against foreign-owned banking in-
stitutions, (2) disadvantage or unnecessarily restrict or
limit corporations organized under section 25(a) of the
Federal Reserve Act in competing with foreign-owned
banking institutions in the United States or abroad or
(3) impede the attainment of the Congressional pur-
poses set forth in section 25(a) of the Federal Reserve
Act as amended by subsection (b) of this section [add-
ing this section]. In furtherance of such purpose, the
Congress believes that the Board should review and re-
vise its rules, regulations, and interpretations issued
pursuant to section 25(a) of the Federal Reserve Act to
eliminate or modify any restrictions, conditions, or
limitations not required by section 25(a) of the Federal
Reserve Act, as amended, that (1) discriminate against
foreign-owned banking institutions, (2) disadvantage or
unnecessarily restrict or limit corporations organized
under section 25(a) of the Federal Reserve Act in com-
peting with foreign-owned banking institutions in the
United States or abroad, or (3) impede the attainment
of the Congressional purposes set forth in section 25(a)
of the Federal Reserve Act as amended by subsection
(b) of this section. Rules and regulations pursuant to
this subsection and section 25(a) of the Federal Reserve
Act shall be issued not later than 150 days after the
date of enactment of this section [Sept. 17, 1978] and
shall be issued in final form and become effective not
later than 120 days after they are first issued.’’

§ 612. Articles of association; contents

The persons described in section 611 of this
title shall enter into articles of association
which shall specify in general terms the objects
for which the association is formed and may
contain any other provisions not inconsistent
with law which the association may see fit to
adopt for the regulation of its business and the
conduct of its affairs.

(Dec. 23, 1913, ch. 6, § 25A (par.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; renum-
bered § 25A, Pub. L. 102–242, title I, § 142(e)(2),
Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

The persons described in section 611 of this title, re-
ferred to in text, was in the original ‘‘Such persons’’.

CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by act Dec. 24, 1919.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 613, 615 of this
title.
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§ 613. Signing of articles of association; forward-
ing to and filing by Board of Governors of
the Federal Reserve System; organization
certificate; contents

Articles of association described in section 612
of this title shall be signed by all of the persons
intending to participate in the organization of
the corporation and, thereafter, shall be for-
warded to the Board of Governors of the Federal
Reserve System and shall be filed and preserved
in its office. The persons signing the said arti-
cles of association shall, under their hands,
make an organization certificate which shall
specifically state:

First. The name assumed by such corporation,
which shall be subject to the approval of the
Board of Governors of the Federal Reserve Sys-
tem.

Second. The place or places where its oper-
ations are to be carried on.

Third. The place in the United States where
its home office is to be located.

Fourth. The amount of its capital stock and
the number of shares into which the same shall
be divided.

Fifth. The names and places of business or res-
idence of the persons executing the certificate
and the number of shares to which each has sub-
scribed.

Sixth. The fact that the certificate is made to
enable the persons subscribing the same, and all
other persons, firms, companies, and corpora-
tions, who or which may thereafter subscribe to
or purchase shares of the capital stock of such
corporation, to avail themselves of the advan-
tages of this subchapter.

(Dec. 23, 1913, ch. 6, § 25A (pars.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; amend-
ed Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat.
704; renumbered § 25A, Pub. L. 102–242, title I,
§ 142(e)(2), Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

Articles of association described in section 612 of this
title, referred to in text, was in the original ‘‘Such arti-
cles of association’’.

This subchapter, referred to in par. sixth, was in the
original ‘‘this section’’, meaning section 25A of act Dec.
23, 1913, which is classified to this subchapter (§ 611 et
seq.).

CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by act Dec. 24, 1919.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 615 of this title.

§ 614. Organization certificate; acknowledgment;
forwarding to, filing, and approval by Board
of Governors of the Federal Reserve System;
permit to do business; body corporate; name;
seal; corporate succession; contracts; suits;
directors, officers, and employees; bylaws

The persons signing the organization certifi-
cate shall duly acknowledge the execution

thereof before a judge of some court of record or
notary public, who shall certify thereto under
the seal of such court or notary, and thereafter
the certificate shall be forwarded to the Board
of Governors of the Federal Reserve System to
be filed and preserved in its office. Upon duly
making and filing articles of association and an
organization certificate, and after the Board of
Governors of the Federal Reserve System has
approved the same and issued a permit to begin
business, the association shall become and be a
body corporate, and as such and in the name
designated therein shall have power to adopt
and use a corporate seal, which may be changed
at the pleasure of its board of directors; to have
succession for a period of twenty years unless
sooner dissolved by the act of the shareholders
owning two-thirds of the stock or by an act of
Congress or unless its franchises become for-
feited by some violation of law; to make con-
tracts; to sue and be sued, complain, and defend
in any court of law or equity; to elect or appoint
directors; and, by its board of directors, to ap-
point such officers and employees as may be
deemed proper, define their authority and du-
ties, require bonds of them, and fix the penalty
thereof, dismiss such officers or employees, or
any thereof, at pleasure and appoint others to
fill their places; to prescribe, by its board of di-
rectors, bylaws not inconsistent with law or
with the regulations of the Board of Governors
of the Federal Reserve System regulating the
manner in which its stock shall be transferred,
its directors elected or appointed, its officers
and employees appointed, its property trans-
ferred, and the privileges granted to it by law
exercised and enjoyed.

(Dec. 23, 1913, ch. 6, § 25A (par.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; amend-
ed Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat.
704; Pub. L. 95–369, § 3(c), Sept. 17, 1978, 92 Stat.
609; renumbered § 25A, Pub. L. 102–242, title I,
§ 142(e)(2), Dec. 19, 1991, 105 Stat. 2281.)

CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by act Dec. 24, 1919.

AMENDMENTS

1978—Pub. L. 95–369 struck out ‘‘, all of whom shall be
citizens of the United States’’ after ‘‘to elect or appoint
directors’’.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 615 of this title.

§ 615. Powers of corporation

Each corporation organized as provided in sec-
tions 611 to 614 of this title shall have power,
under such rules and regulations as the Board of
Governors of the Federal Reserve System may
prescribe:
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(a) Dealings in drafts, checks, bills of exchange,
acceptances, and other evidences of indebt-
edness; purchase and sale of securities; let-
ters of credit; purchase and sale of coin, bul-
lion, and exchange; borrowing and loaning
money; issue of debentures, bonds, and
notes; deposits; limitation of liabilities; re-
serves

To purchase, sell, discount, and negotiate,
with or without its indorsement or guaranty,
notes, drafts, checks, bills of exchange, accept-
ances, including bankers’ acceptances, cable
transfers, and other evidences of indebtedness;
to purchase and sell, with or without its indorse-
ment or guaranty, securities, including the obli-
gations of the United States or of any State
thereof but not including shares of stock in any
corporation except as herein provided; to accept
bills or drafts drawn upon it subject to such lim-
itations and restrictions as the Board of Gov-
ernors of the Federal Reserve System may im-
pose; to issue letters of credit; to purchase and
sell coin, bullion, and exchange; to borrow and
to lend money; to issue debentures, bonds, and
promissory notes under such general conditions
as to security and such limitations as the Board
of Governors of the Federal Reserve System
may prescribe; to receive deposits outside of the
United States and to receive only such deposits
within the United States as may be incidental
to or for the purpose of carrying out trans-
actions in foreign countries or dependencies or
insular possessions of the United States; and
generally to exercise such powers as are inciden-
tal to the power conferred by this Act or as may
be usual, in the determination of the Board of
Governors of the Federal Reserve System, in
connection with the transaction of the business
of banking or other financial operations in the
countries, colonies, dependencies, or possessions
in which it shall transact business and not in-
consistent with the powers specifically granted
herein. Nothing contained in this subchapter
shall be construed to prohibit the Board of Gov-
ernors of the Federal Reserve System, under its
power to prescribe rules and regulations, from
limiting the aggregate amount of liabilities of
any or all classes incurred by the corporation
and outstanding at any one time. Whenever a
corporation organized under this subchapter re-
ceives deposits in the United States authorized
by this subchapter, it shall carry reserves in
such amounts as the Board of Governors of the
Federal Reserve System may prescribe for mem-
ber banks of the Federal Reserve System.

(b) Branches or agencies
To establish and maintain for the transaction

of its business branches or agencies in foreign
countries, their dependencies or colonies, and in
the dependencies or insular possessions of the
United States, at such places as may be ap-
proved by the Board of Governors of the Federal
Reserve System and under such rules and regu-
lations as it may prescribe, including countries
or dependencies not specified in the original or-
ganization certificate.

(c) Purchase of stock in other corporations
With the consent of the Board of Governors of

the Federal Reserve System to purchase and

hold stock or other certificates of ownership in
any other corporation organized under the pro-
visions of this subchapter, or under the laws of
any foreign country or a colony or dependency
thereof, or under the laws of any State, depend-
ency, or insular possession of the United States
but not engaged in the general business of buy-
ing or selling goods, wares, merchandise, or
commodities in the United States, and not
transacting any business in the United States
except such as in the judgment of the Board of
Governors of the Federal Reserve System may
be incidental to its international or foreign
business: Provided, however, That, except with
the approval of the Board of Governors of the
Federal Reserve System, no corporation orga-
nized under this subchapter shall invest in any
one corporation an amount in excess of 10 per
centum of its own capital and surplus, except in
a corporation engaged in the business of bank-
ing, when 15 per centum of its capital and sur-
plus may be so invested: Provided further, That
no corporation organized under this subchapter
shall purchase, own, or hold stock or certificates
of ownership in any other corporation organized
under this subchapter or under the laws of any
State which is in substantial competition there-
with, or which holds stock or certificates of
ownership in corporations which are in substan-
tial competition with the purchasing corpora-
tion.

Nothing contained herein shall prevent cor-
porations organized under this subchapter from
purchasing and holding stock in any corporation
where such purchase shall be necessary to pre-
vent a loss upon a debt previously contracted in
good faith; and stock so purchased or acquired
in corporations organized under this subchapter
shall, within six months from such purchase, be
sold or disposed of at public or private sale, un-
less the time to so dispose of same is extended
by the Board of Governors of the Federal Re-
serve System.

(Dec. 23, 1913, ch. 6, § 25A (pars.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; amend-
ed Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat.
704; Pub. L. 95–369, § 3(d), (e), Sept. 17, 1978, 92
Stat. 609; renumbered § 25A, Pub. L. 102–242, title
I, § 142(e)(2), Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

Each corporation organized as provided in sections
611 to 614 of this title, referred to in first par., was in
the original ‘‘Each corporation so organized’’.

This act, referred to in subsec. (a), is act Dec. 23, 1913,
ch. 6, 38 Stat. 251, as amended, known as the Federal
Reserve Act, which is classified principally to chapter
3 (§ 221 et seq.) of this title. For complete classification
of this Act to the Code, see References in Text note set
out under section 226 of this title and Tables.

This subchapter, referred to in subsecs. (a) and (c),
was in the original ‘‘this section’’, meaning section 25A
of act Dec. 23, 1913, which is classified to this sub-
chapter (§ 611 et seq.).

Organized under this subchapter, referred to in sub-
sec. (c), was in the original ‘‘organized hereunder’’,
meaning under section 25A of act Dec. 23, 1913, which
comprises this subchapter.

CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by act Dec. 24, 1919.
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AMENDMENTS

1978—Subsec. (a). Pub. L. 95–369, § 3(d), struck out
‘‘, but in no event having liabilities outstanding there-
on at any one time exceeding ten times its capital
stock and surplus’’ after ‘‘under such general condi-
tions as to security and such limitations as the Board
of Governors of the Federal Reserve System may pre-
scribe’’.

Pub. L. 95–369, § 3(e), substituted ‘‘for member banks
of the Federal Reserve System’’ for ‘‘, but in no event
less than 10 per centum of its deposits’’ after ‘‘it shall
carry reserves in such amounts as the Board of Gov-
ernors of the Federal Reserve System may prescribe’’.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 616. Place of carrying on business; when busi-
ness may be begun

No corporation organized under this sub-
chapter shall carry on any part of its business in
the United States except such as, in the judg-
ment of the Board of Governors of the Federal
Reserve System, shall be incidental to its inter-
national or foreign business: And provided fur-
ther, That except such as is incidental and pre-
liminary to its organization, no such corpora-
tion shall exercise any of the powers conferred
by this subchapter until it has been duly author-
ized by the Board of Governors of the Federal
Reserve System to commence business as a cor-
poration organized under the provisions of this
subchapter.

(Dec. 23, 1913, ch. 6, § 25A (par.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; amend-
ed Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat.
704; renumbered § 25A, Pub. L. 102–242, title I,
§ 142(e)(2), Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 25A of act Dec. 23,
1913, which is classified to this subchapter (§ 611 et seq.).

CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by act Dec. 24, 1919.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 617. Engaging in commerce or trade in com-
modities; price fixing; forfeiture of charter;
acts forbidden to directors, officers, agents,
or employees

No corporation organized under this sub-
chapter shall engage in commerce or trade in
commodities except as specifically provided in
this subchapter, nor shall it, either directly or
indirectly, control or fix or attempt to control
or fix the price of any such commodities. The
charter of any corporation violating this provi-
sion shall be subject to forfeiture in the manner
provided in this subchapter. It shall be unlawful
for any director, officer, agent, or employee of
any such corporation to use or to conspire to use
the credit, the funds, or the power of the cor-

poration to fix or control the price of any such
commodities, and any such person violating this
provision shall be liable to a fine of not less
than $1,000 and not exceeding $5,000 or imprison-
ment not less than one year and not exceeding
five years, or both, in the discretion of the
court.

(Dec. 23, 1913, ch. 6, § 25A (par.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; renum-
bered § 25A, Pub. L. 102–242, title I, § 142(e)(2),
Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 25A of act Dec. 23,
1913, which is classified to this subchapter (§ 611 et seq.).

CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by act Dec. 24, 1919.

§ 618. Capital stock; amount; when paid in

No corporation shall be organized under the
provisions of this subchapter with a capital
stock of less than $2,000,000, one-quarter of
which must be paid in before the corporation
may be authorized to begin business, and the re-
mainder of the capital stock of such corporation
shall be paid in installments of at least 10 per
centum on the whole amount to which the cor-
poration shall be limited as frequently as one in-
stallment at the end of each succeeding two
months from the time of the commencement of
its business operations until the whole of the
capital stock shall be paid in: Provided, however,
That whenever $2,000,000 of the capital stock of
any corporation is paid in the remainder of the
corporation’s capital stock or any unpaid part of
such remainder may, with the consent of the
Board of Governors of the Federal Reserve Sys-
tem and subject to such regulations and condi-
tions as it may prescribe, be paid in upon call
from the board of directors; such unpaid sub-
scriptions, however, to be included in the maxi-
mum of 10 per centum of the national bank’s
capital and surplus which a national bank is
permitted under the provisions of this Act to
hold in stock of corporations engaged in busi-
ness of the kind described in this subchapter and
subchapter I of this chapter. The capital stock
of any such corporation may be increased at any
time, with the approval of the Board of Gov-
ernors of the Federal Reserve System, by a vote
of two-thirds of its shareholders or by unani-
mous consent in writing of the shareholders
without a meeting and without a formal vote,
but any such increase of capital shall be fully
paid in within ninety days after such approval;
and may be reduced in like manner, provided
that in no event shall it be less than $2,000,000.
No corporation, except as herein provided, shall
during the time it shall continue its operations,
withdraw or permit to be withdrawn, either in
the form of dividends or otherwise, any portion
of its capital. Any national bank may invest in
the stock of any corporation organized under
this subchapter. The aggregate amount of stock
held by any national bank in all corporations
engaged in business of the kind described in this
subchapter or subchapter I of this chapter shall
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not exceed an amount equal to 10 percent of the
capital and surplus of such bank unless the
Board determines that the investment of an ad-
ditional amount by the bank would not be un-
safe or unsound and, in any case, shall not ex-
ceed an amount equal to 20 percent of the cap-
ital and surplus of such bank.

(Dec. 23, 1913, ch. 6, § 25A (par.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; amend-
ed June 14, 1921, ch. 22, 42 Stat. 28; Aug. 23, 1935,
ch. 614, title II, § 203(a), 49 Stat. 704; Pub. L.
95–369, § 3(d), Sept. 17, 1978, 92 Stat. 609; renum-
bered § 25A, Pub. L. 102–242, title I, § 142(e)(2),
Dec. 19, 1991, 105 Stat. 2281; Pub. L. 104–208, div.
A, title II, § 2307, Sept. 30, 1996, 110 Stat.
3009–426.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 25A of act Dec. 23,
1913, which is classified to this subchapter (§ 611 et seq.).

This Act, referred to in text, is act Dec. 23, 1913, ch.
6, 38 Stat. 251, as amended, known as the Federal Re-
serve Act, which is classified principally to chapter 3
(§ 221 et seq.) of this title. For complete classification of
this Act to the Code, see References in Text note set
out under section 226 of this title and Tables.

Subchapter I of this chapter, referred to in text, was
in the original ‘‘section 25 of the Federal Reserve Act
as amended’’ and ‘‘section 25’’, which is classified to
subchapter I (§ 601 et seq.) of this chapter.

CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by act Dec. 24, 1919.

AMENDMENTS

1996—Pub. L. 104–208 inserted last sentence and struck
out former last sentence which read as follows: ‘‘Any
national banking association may invest in the stock
of any corporation organized under the provisions of
said sections, but the aggregate amount of stock held
in all corporations engaged in business of the kind de-
scribed in this subchapter and subchapter I of this
chapter shall not exceed 10 per centum of the subscrib-
ing bank’s capital and surplus.’’

1978—Pub. L. 95–369 struck out proviso limiting liabil-
ities outstanding at any one time upon debentures,
bonds and promissory notes to not in excess of ten
times its paid in capital and surplus, after ‘‘stock of
corporations engaged in business of the kind described
in this subchapter and subchapter I of this chapter’’.

1921—Act June 14, 1921, amended section generally,
inserting two provisos.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 619. Capital stock; by whom held; ownership of
capital stock by foreign bank

Except as otherwise provided in this sub-
chapter, a majority of the shares of the capital
stock of any such corporation shall at all times
be held and owned by citizens of the United
States, by corporations the controlling interest
in which is owned by citizens of the United
States, chartered under the laws of the United
States or of a State of the United States, or by
firms or companies, the controlling interest in
which is owned by citizens of the United States.
Notwithstanding any other provisions of this

subchapter, one or more foreign banks, institu-
tions organized under the laws of foreign coun-
tries which own or control foreign banks, or
banks organized under the laws of the United
States, the States of the United States, or the
District of Columbia, the controlling interests
in which are owned by any such foreign banks or
institutions, may, with the prior approval of the
Board of Governors of the Federal Reserve Sys-
tem and upon such terms and conditions and
subject to such rules and regulations as the
Board of Governors of the Federal Reserve Sys-
tem may prescribe, own and hold 50 per centum
or more of the shares of the capital stock of any
corporation organized under this subchapter and
any such corporation shall be subject to the
same provisions of law as any other corporation
organized under this subchapter, and the terms
‘‘controls’’ and ‘‘controlling interest’’ shall be
construed consistently with the definition of
‘‘control’’ in section 2 of the Bank Holding Com-
pany Act of 1956 [12 U.S.C. 1841]. For the pur-
poses of the preceding sentence of this para-
graph the term ‘‘foreign bank’’ shall have the
meaning assigned to it in the International
Banking Act of 1978 [12 U.S.C. 3101 et seq.]. Any
company, other than a bank as defined in sec-
tion 2 of the Bank Holding Company Act of 1956,
that after March 5, 1987, directly or indirectly
acquires control of a corporation organized or
operating under the provisions of this sub-
chapter or subchapter I of this chapter shall be
subject to the provisions of the Bank Holding
Company Act of 1956 [12 U.S.C. 1841 et seq.] in
the same manner and to the same extent that
bank holding companies are subject thereto, ex-
cept that such company shall not by reason of
this paragraph be deemed a bank holding com-
pany for the purpose of section 3 of the Bank
Holding Company Act of 1956 [12 U.S.C. 1842].

(Dec. 23, 1913, ch. 6, § 25A (par.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; amend-
ed Aug. 23, 1935, ch. 614, title III, § 329, 49 Stat.
717; Pub. L. 95–369, § 3(f), Sept. 17, 1978, 92 Stat.
609; Pub. L. 100–86, title I, § 102(c)(1), Aug. 10,
1987, 101 Stat. 566; renumbered § 25A, Pub. L.
102–242, title I, § 142(e)(2), Dec. 19, 1991, 105 Stat.
2281.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 25A of act Dec. 23,
1913, which is classified to this subchapter (§ 611 et seq.).

The International Banking Act of 1978, referred to in
text, is Pub. L. 95–369, Sept. 17, 1978, 92 Stat. 607, which
enacted sections 347d, 611a, and 3101 to 3111 of this title,
amended sections 72, 378, 614, 615, 618, 619, 1813, 1815,
1817, 1818, 1820, 1821, 1822, 1823, 1828, 1829b, 1831b, and 1841
of this title, and enacted provisions set out as notes
under sections 36, 247, 601, 611a, and 3101 of this title.
For complete classification of this Act to the Code, see
Short Title note set out under section 3101 of this title
and Tables.

Subchapter I of this chapter, referred to in text, was
in the original ‘‘section 25’’, meaning section 25 of the
Federal Reserve Act, which is classified to subchapter
I (§ 601 et seq.) of this chapter.

The Bank Holding Company Act of 1956, referred to in
text, is act May 9, 1956, ch. 240, 70 Stat. 133, as amended,
which is classified principally to chapter 17 (§ 1841 et
seq.) of this title. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 1841 of this title and Tables.
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CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by act Dec. 24, 1919.

AMENDMENTS

1987—Pub. L. 100–86 inserted provisions which related
to any company, other than bank as defined in section
2 of Bank Holding Company Act of 1956, that after Mar.
5, 1987, directly or indirectly acquires control of cor-
poration organized or operating under provisions of
this subchapter or subchapter I of this chapter to be
subject to provisions of Bank Holding Company Act of
1956 in same manner and to same extent that bank
holding companies are subject thereto, except that
such company shall not by reason of this paragraph be
deemed bank holding company for purpose of section 3
of such Act.

1978—Pub. L. 95–369 inserted ‘‘Except as otherwise
provided in this subchapter’’ before ‘‘a majority of the
shares’’, and inserted provision relating to the owner-
ship of 50 per centum of the shares of capital stock by
a foreign bank with prior approval of the Board of Gov-
ernors of the Federal Reserve System.

1935—Act Aug. 23, 1935, struck out provisions relating
to application of section 19 of title 15, to directors, offi-
cers or employees of corporations organized under sec-
tions 611–631 of this title, and excepting certain persons
who received approval of Federal Reserve Board, from
application of this section.

EXCEPTION FOR MIDLAND BANK, LONDON, ENGLAND

Section 102(c)(2) of Pub. L. 100–86 provided that: ‘‘The
amendment made by paragraph (1) [amending this sec-
tion] does not apply to an acquisition pursuant to the
application by Midland Bank, plc, London, England,
pending before the Board of Governors of the Federal
Reserve System on July 1, 1987, to acquire a corpora-
tion organized or operating under section 25(a) [now
25A] of the Federal Reserve Act [12 U.S.C. 611 et seq.].
If Midland Bank, plc, London, England, is not other-
wise subject to section 4 of the Bank Holding Company
Act of 1956 [12 U.S.C. 1843], the financial activities of
Midland Bank, plc, London, England, in the United
States shall, upon the determination of the Board of
Governors of the Federal Reserve System made at any
time, be subject to section 4 of the Bank Holding Com-
pany Act of 1956.’’

§ 620. Members of Board of Governors of the Fed-
eral Reserve System without interest in cor-
poration

No member of the Board of Governors of the
Federal Reserve System shall be an officer or di-
rector of any corporation organized under the
provisions of this subchapter or of any corpora-
tion engaged in similar business organized under
the laws of any State, nor hold stock in any
such corporation, and before entering upon his
duties as a member of the Board of Governors of
the Federal Reserve System he shall certify
under oath to the Secretary of the Treasury
that he has complied with this requirement.

(Dec. 23, 1913, ch. 6, § 25A (par.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; amend-
ed Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat.
704; renumbered § 25A, Pub. L. 102–242, title I,
§ 142(e)(2), Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 25A of act Dec. 23,
1913, which is classified to this subchapter (§ 611 et seq.).

CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by act Dec. 24, 1919.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 621. Liability of shareholders on unpaid sub-
scriptions; membership of corporation in
Federal reserve bank prohibited

Shareholders in any corporation organized
under the provisions of this subchapter shall be
liable for the amount of their unpaid stock sub-
scriptions. No such corporation shall become a
member of any Federal reserve bank.

(Dec. 23, 1913, ch. 6, § 25A (par.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; renum-
bered § 25A, Pub. L. 102–242, title I, § 142(e)(2),
Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 25A of act Dec. 23,
1913, which is classified to this subchapter (§ 611 et seq.).

CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by act Dec. 24, 1919.

§ 622. Forfeiture of rights and privileges; dissolu-
tion; liability of directors and officers

Should any corporation organized under this
subchapter violate or fail to comply with any of
the provisions of this subchapter, all of its
rights, privileges, and franchises derived here-
from may thereby be forfeited. Before any such
corporation shall be declared dissolved, or its
rights, privileges, and franchises forfeited, any
noncompliance with or violation of such laws
shall, however, be determined and adjudged by a
court of the United States of competent juris-
diction, in a suit brought for that purpose in the
district or territory in which the home office of
such corporation is located, which suit shall be
brought by the United States at the instance of
the Board of Governors of the Federal Reserve
System or the Attorney General. Upon adjudica-
tion of such noncompliance or violation, each
director and officer who participated in, or as-
sented to, the illegal act or acts shall be liable
in his personal or individual capacity for all
damages which the said corporation shall have
sustained in consequence thereof. No dissolution
shall take away or impair any remedy against
the corporation, its stockholders, or officers for
any liability or penalty previously incurred.

(Dec. 23, 1913, ch. 6, § 25A (par.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; amend-
ed Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat.
704; renumbered § 25A, Pub. L. 102–242, title I,
§ 142(e)(2), Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

Organized under this subchapter, referred to in text,
was in the original ‘‘organized hereunder’’, meaning
under section 25A of act Dec. 23, 1913, which comprises
this subchapter (§ 611 et seq.).
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This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 25A of act Dec. 23,
1913.

CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by act Dec. 24, 1919.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 623. Voluntary liquidation

Any corporation organized under this sub-
chapter may go into voluntary liquidation and
be closed by a vote of its shareholders owning
two-thirds of its stock.

(Dec. 23, 1913, ch. 6, § 25A (par.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; renum-
bered § 25A, Pub. L. 102–242, title I, § 142(e)(2),
Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

Any corporation organized under this subchapter, re-
ferred to in text, was in the original ‘‘Any such cor-
poration’’.

CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by act Dec. 24, 1919.

§ 624. Appointment of receiver or conservator

(A) IN GENERAL.—The Board may appoint a
conservator or receiver for a corporation orga-
nized under the provisions of this subchapter to
the same extent and in the same manner as the
Comptroller of the Currency may appoint a con-
servator or receiver for a national bank, and the
conservator or receiver for such corporation
shall exercise the same powers, functions, and
duties, subject to the same limitations, as a con-
servator or receiver for a national bank.

(B) EQUIVALENT AUTHORITY.—The Board shall
have the same authority with respect to any
conservator or receiver appointed for a corpora-
tion organized under the provisions of this sub-
chapter under this section and any such corpora-
tion as the Comptroller of the Currency has with
respect to a conservator or receiver of a na-
tional bank and the national bank for which a
conservator or receiver has been appointed.

(C) TITLE 11 PETITIONS.—The Board may direct
the conservator or receiver of a corporation or-
ganized under the provisions of this subchapter
to file a petition pursuant to title 11, in which
case, title 11 shall apply to the corporation in
lieu of otherwise applicable Federal or State in-
solvency law.

(Dec. 23, 1913, ch. 6, § 25A(16), formerly § 25(a)
(par.), as added Dec. 24, 1919, ch. 18, 41 Stat. 378;
amended Aug. 23, 1935, ch. 614, title II, § 203(a), 49
Stat. 704; renumbered § 25A (par.), Pub. L.
102–242, title I, § 142(e)(2), Dec. 19, 1991, 105 Stat.
2281; renumbered § 25A(16), and amended Pub. L.
106–554, § 1(a)(5) [title I, § 112(e)], Dec. 21, 2000, 114
Stat. 2763, 2763A–396.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 25A of act Dec. 23,
1913, which is classified to this subchapter (§ 611 et seq.).

AMENDMENTS

2000—Pub. L. 106–554 amended section catchline and
text generally. Prior to amendment, text read as fol-
lows: ‘‘Whenever the Board of Governors of the Federal
Reserve System shall become satisfied of the insol-
vency of any corporation organized under this sub-
chapter, it may appoint a receiver who shall take pos-
session of all of the property and assets of the corpora-
tion and exercise the same rights, privileges, powers,
and authority with respect thereto as are now exercised
by receivers of national banks appointed by the Comp-
troller of the Currency of the United States: Provided,
however, That the assets of the corporation subject to
the laws of other countries or jurisdictions shall be
dealt with in accordance with the terms of such laws.’’

§ 625. Stockholders� meetings; books and records;
reports; examination

Every corporation organized under the provi-
sions of this subchapter shall hold a meeting of
its stockholders annually upon a date fixed in
its bylaws, such meeting to be held at its home
office in the United States. Every such corpora-
tion shall keep at its home office books contain-
ing the names of all stockholders thereof, and
the names and addresses of the members of its
board of directors, together with copies of all re-
ports made by it to the Board of Governors of
the Federal Reserve System. Every such cor-
poration shall make reports to the Board of
Governors of the Federal Reserve System at
such times and in such form as it may require;
and shall be subject to examination once a year
and at such other times as may be deemed nec-
essary by the Board of Governors of the Federal
Reserve System by examiners appointed by the
Board of Governors of the Federal Reserve Sys-
tem, the cost of such examinations, including
the compensation of the examiners, to be fixed
by the Board of Governors of the Federal Re-
serve System and to be paid by the Corporation
examined.

(Dec. 23, 1913, ch. 6, § 25A (par.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; amend-
ed Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat.
704; renumbered § 25A, Pub. L. 102–242, title I,
§ 142(e)(2), Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 25A of act Dec. 23,
1913, which is classified to this subchapter (§ 611 et seq.).

CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a) which was added to act Dec. 23, 1913,
ch. 6, by act Dec. 24, 1919.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 626. Dividends; surplus fund

The directors of any corporation organized
under the provisions of this subchapter may,
semiannually, declare a dividend of so much of
the net profits of the corporation as they shall
judge expedient; but each corporation shall, be-
fore the declaration of a dividend, carry one-
tenth of its net profits of the preceding half year
to its surplus fund until the same shall amount
to 20 per centum of its capital stock.
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(Dec. 23, 1913, ch. 6, § 25A (par.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; renum-
bered § 25A, Pub. L. 102–242, title I, § 142(e)(2),
Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 25A of act Dec. 23,
1913, which is classified to this subchapter (§ 611 et seq.).

CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by act Dec. 24, 1919.

§ 627. State taxation

Any corporation organized under the provi-
sions of this subchapter shall be subject to tax
by the State within which its home office is lo-
cated in the same manner and to the same ex-
tent as other corporations organized under the
laws of that State which are transacting a simi-
lar character of business. The shares of stock in
such corporation shall also be subject to tax as
the personal property of the owners or holders
thereof in the same manner and to the same ex-
tent as the shares of stock in similar State cor-
porations.

(Dec. 23, 1913, ch. 6, § 25A (par.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; renum-
bered § 25A, Pub. L. 102–242, title I, § 142(e)(2),
Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 25A of act Dec. 23,
1913, which is classified to this subchapter (§ 611 et seq.).

CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by act Dec. 24, 1919.

§ 628. Extension of corporate existence

Any corporation organized under the provi-
sions of this subchapter may at any time within
the two years next previous to the date of the
expiration of its corporate existence, by a vote
of the shareholders owning two-thirds of its
stock, apply to the Board of Governors of the
Federal Reserve System for its approval to ex-
tend the period of its corporate existence for a
term of not more than twenty years, and upon
certified approval of the Board of Governors of
the Federal Reserve System such corporation
shall have its corporate existence for such ex-
tended period unless sooner dissolved by the act
of the shareholders owning two-thirds of its
stock, or by an Act of Congress or unless its
franchise becomes forfeited by some violation of
law.

(Dec. 23, 1913, ch. 6, § 25A (par.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; amend-
ed Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat.
704; renumbered § 25A, Pub. L. 102–242, title I,
§ 142(e)(2), Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 25A of act Dec. 23,
1913, which is classified to this subchapter (§ 611 et seq.).

CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by act Dec. 24, 1919.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 629. Conversion of banking corporations into
Federal corporations; procedure

Any bank or banking institution, principally
engaged in foreign business, incorporated by
special law of any State or of the United States
or organized under the general laws of any State
or of the United States and having an unim-
paired capital sufficient to entitle it to become
a corporation under the provisions of this sub-
chapter may, by the vote of the shareholders
owning not less than two-thirds of the capital
stock of such bank or banking association, with
the approval of the Board of Governors of the
Federal Reserve System, be converted into a
Federal corporation of the kind authorized by
this subchapter with any name approved by the
Board of Governors of the Federal Reserve Sys-
tem: Provided, however, That said conversion
shall not be in contravention of the State law.
In such case the articles of association and orga-
nization certificate may be executed by a major-
ity of the directors of the bank or banking insti-
tution, and the certificate shall declare that the
owners of at least two-thirds of the capital
stock have authorized the directors to make
such certificate and to change or convert the
bank or banking institution into a Federal cor-
poration. A majority of the directors, after exe-
cuting the articles of association and the orga-
nization certificate, shall have power to execute
all other papers and to do whatever may be re-
quired to make its organization perfect and
complete as a Federal corporation. The shares of
any such corporation may continue to be for the
same amount each as they were before the con-
version, and the directors may continue to be di-
rectors of the corporation until others are elect-
ed or appointed in accordance with the provi-
sions of this subchapter. When the Board of Gov-
ernors of the Federal Reserve System has given
to such corporation a certificate that the provi-
sions of this subchapter have been complied
with, such corporation and all its stockholders,
officers, and employees shall have the same pow-
ers and privileges, and shall be subject to the
same duties, liabilities, and regulations, in all
respects, as shall have been prescribed by this
subchapter for corporations originally organized
thereunder.

(Dec. 23, 1913, ch. 6, § 25A (par.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; amend-
ed Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat.
704; renumbered § 25A, Pub. L. 102–242, title I,
§ 142(e)(2), Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 25A of act Dec. 23,
1913, which is classified to this subchapter (§ 611 et seq.).
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1 So in original. Probably should be ‘‘of’’.

CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by act Dec. 24, 1919.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 630. Offenses by officers of corporation; punish-
ment

Every officer, director, clerk, employee, or
agent of any corporation organized under this
subchapter who embezzles, abstracts, or will-
fully misapplies any of the moneys, funds, cred-
its, securities, evidences of indebtedness or as-
sets of any character of such corporation; or
who, without authority from the directors, is-
sues or puts forth any certificate of deposit,
draws any order or bill of exchange, makes any
acceptance, assigns any note, bond, debenture,
draft, bill of exchange, mortgage, judgment, or
decree; or who makes any false entry in any
book, report, or statement of such corporation
with intent, in either case, to injure or defraud
such corporation or any other company, body
politic or corporate, or any individual person, or
to deceive any officer of such corporation, the
Board of Governors of the Federal Reserve Sys-
tem, or any agent or examiner appointed to ex-
amine the affairs of any such corporation; and
every receiver of any such corporation and every
clerk or employee of such receiver who shall em-
bezzle, abstract, or willfully misapply or wrong-
fully convert to his own use any moneys, funds,
credits, or assets of any character which may
come into his possession or under his control in
the execution of his trust or the performance of
the duties of his employment; and every such re-
ceiver or clerk or employee of such receiver who
shall, with intent to injure or defraud any per-
son, body politic or corporate, or to deceive or
mislead the Board of Governors of the Federal
Reserve System, or any agent or examiner ap-
pointed to examine the affairs of such receiver,
shall make any false entry in any book, report,
or record of any matter connected with the du-
ties of such receiver; and every person who with
like intent aids or abets any officer, director,
clerk, employee, or agent of any corporation or-
ganized under this subchapter, or receiver or
clerk or employee of such receiver as aforesaid
in any violation of this subchapter, shall upon
conviction thereof be imprisoned for not less
than two years nor more than ten years, and
may also be fined not more than $5,000, in the
discretion of the court.

(Dec. 23, 1913, ch. 6, § 25A (par.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; amend-
ed Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat.
704; renumbered § 25A, Pub. L. 102–242, title I,
§ 142(e)(2), Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 25A of act Dec. 23,
1913, which is classified to this subchapter (§ 611 et seq.).

CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by act Dec. 24, 1919.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, changed name of
Federal Reserve Board to Board of Governors of the
Federal Reserve System.

§ 631. False representations as to liability of
United States for acts of corporation; punish-
ment

Whoever being connected in any capacity with
any corporation organized under this sub-
chapter, represents in any way that the United
States is liable for the payment of any bond or
other obligation, or the interest thereon, issued
or incurred by any corporation organized under
this subchapter, or that the United States in-
curs any liability in respect of any act or omis-
sion of the corporation, shall be punished by a
fine or 1 not more than $10,000 and by imprison-
ment for not more than five years.

(Dec. 23, 1913, ch. 6, § 25A (par.), formerly § 25(a),
as added Dec. 24, 1919, ch. 18, 41 Stat. 378; renum-
bered § 25A, Pub. L. 102–242, title I, § 142(e)(2),
Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 25A of act Dec. 23,
1913, which is classified to this subchapter (§ 611 et seq.).

Organized under this subchapter, referred to the sec-
ond time in text, was in the original ‘‘organized here-
under’’, meaning under section 25A of act Dec. 23, 1913.

CODIFICATION

Section is comprised of a part of section 25A, for-
merly section 25(a), which was added to act Dec. 23,
1913, ch. 6, by act Dec. 24, 1919.

§ 632. Jurisdiction of United States courts; dis-
position by banks of foreign owned property

Notwithstanding any other provision of law,
all suits of a civil nature at common law or in
equity to which any corporation organized under
the laws of the United States shall be a party,
arising out of transactions involving inter-
national or foreign banking, or banking in a de-
pendency or insular possession of the United
States, or out of other international or foreign
financial operations, either directly or through
the agency, ownership, or control of branches or
local institutions in dependencies or insular pos-
sessions of the United States or in foreign coun-
tries, shall be deemed to arise under the laws of
the United States, and the district courts of the
United States shall have original jurisdiction of
all such suits; and any defendant in any such
suit may, at any time before the trial thereof,
remove such suits from a State court into the
district court of the United States for the proper
district by following the procedure for the re-
moval of causes otherwise provided by law. Such
removal shall not cause undue delay in the trial
of such case and a case so removed shall have a
place on the calendar of the United States court
to which it is removed relative to that which it
held on the State court from which it was re-
moved.

Notwithstanding any other provision of law,
all suits of a civil nature at common law or in
equity to which any Federal reserve bank shall
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be a party shall be deemed to arise under the
laws of the United States, and the district
courts of the United States shall have original
jurisdiction of all such suits; and any Federal
reserve bank which is a defendant in any such
suit may, at any time before the trial thereof,
remove such suit from a State court into the
district court of the United States for the proper
district by following the procedure for the re-
moval of causes otherwise provided by law. No
attachment or execution shall be issued against
any Federal reserve bank or its property before
final judgment in any suit, action, or proceeding
in any State, county, municipal, or United
States court.

Whenever (1) any Federal Reserve bank has re-
ceived any property from or for the account of a
foreign state which is recognized by the Govern-
ment of the United States, or from or for the ac-
count of a central bank of any such foreign
state, and holds such property in the name of
such foreign state or such central bank; (2) a
representative of such foreign state who is rec-
ognized by the Secretary of State as being the
accredited representative of such foreign state
to the Government of the United States has cer-
tified to the Secretary of State the name of a
person as having authority to receive, control,
or dispose of such property; and (3) the author-
ity of such person to act with respect to such
property is accepted and recognized by the Sec-
retary of State, and so certified by the Sec-
retary of State to the Federal Reserve bank, the
payment, transfer, delivery, or other disposal of
such property by such Federal Reserve bank to
or upon the order of such person shall be conclu-
sively presumed to be lawful and shall con-
stitute a complete discharge and release of any
liability of the Federal Reserve bank for or with
respect to such property.

Whenever (1) any insured bank has received
any property from or for the account of a for-
eign state which is recognized by the Govern-
ment of the United States, or from or for the ac-
count of a central bank of any such foreign
state, and holds such property in the name of
such foreign state or such central bank; (2) a
representative of such foreign state who is rec-
ognized by the Secretary of State as being the
accredited representative of such foreign state
to the Government of the United States has cer-
tified to the Secretary of State the name of a
person as having authority to receive, control,
or dispose of such property; and (3) the author-
ity of such person to act with respect to such
property is accepted and recognized by the Sec-
retary of State, and so certified by the Sec-
retary of State to such insured bank, the pay-
ment, transfer, delivery, or other disposal of
such property by such bank to or upon the order
of such person shall be conclusively presumed to
be lawful and shall constitute a complete dis-
charge and release of any liability of such bank
for or with respect to such property. Any suit or
other legal proceeding against any insured bank
or any officer, director, or employee thereof,
arising out of the receipt, possession, or disposi-
tion of any such property shall be deemed to
arise under the laws of the United States and
the district courts of the United States shall
have exclusive jurisdiction thereof, regardless of

the amount involved; and any such bank or any
officer, director, or employee thereof which is a
defendant in any such suit may, at any time be-
fore trial thereof, remove such suit from a State
court into the district court of the United
States for the proper district by following the
procedure for the removal of causes otherwise
provided by law.

Nothing in this section shall be deemed to re-
peal or to modify in any manner any of the pro-
visions of the Gold Reserve Act of 1934, as
amended, the Silver Purchase Act of 1934, as
amended, or subdivision (b) of section 5 of the
act of October 6, 1917, as amended, or any ac-
tions, regulations, rules, orders, or proclama-
tions taken, promulgated, made, or issued pur-
suant to any of such statutes. In any case in
which a license to act with respect to any prop-
erty referred to in this section is required under
any of said statutes, regulations, rules, orders,
or proclamations, notification to the Secretary
of State by the proper Government officer or
agency of the issuance of an appropriate license
or that appropriate licenses will be issued on ap-
plication shall be a prerequisite to any action by
the Secretary of State pursuant to this section,
and the action of the Secretary of State shall re-
late only to such property as is included in such
notification. Each such notification shall in-
clude the terms and conditions of such license or
licenses and a description of the property to
which they relate.

For the purposes of this section, (1) the term
‘‘property’’ includes gold, silver, currency, cred-
its, deposits, securities, choses in action, and
any other form of property, the proceeds there-
of, and any right, title, or interest therein; (2)
the term ‘‘foreign state’’ includes any foreign
government or any department, district, prov-
ince, county, possession, or other similar gov-
ernmental organization or subdivision of a for-
eign government, and any agency or instrumen-
tality of any such foreign government or of any
such organization or subdivision; (3) the term
‘‘central bank’’ includes any foreign bank or
banker authorized to perform any one or more
of the functions of a central bank; (4) the term
‘‘person’’ includes any individual, or any cor-
poration, partnership, association, or other
similar organization; and (5) the term ‘‘insured
bank’’ shall have the meaning given to it in sec-
tion 12B of this Act.

(Dec. 23, 1913, ch. 6, § 25B, formerly § 25(b), as
added June 16, 1933, ch. 89, § 15, 48 Stat. 184;
amended Apr. 7, 1941, ch. 43, § 2, 55 Stat. 131; re-
numbered § 25B, Pub. L. 102–242, title I, § 142(e)(3),
Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

The Gold Reserve Act of 1934, as amended, referred to
in text, is act Jan. 30, 1934, ch. 6, 48 Stat. 337, as amend-
ed, which enacted sections 315b, 405b, 408a, 408b, 440 to
446, 754a, 754b, 822a, 822b, and 824 of former Title 31,
Money and Finance, and amended sections 314, 316, 733,
734, 752, 753, 767, 771, and 821 of former Title 31 and sec-
tions 411, 412, 413, 414, 415, 417, and 467 of this title. Title
31 was revised, codified, and enacted into law by Pub.
L. 97–258, § 1, Sept. 13, 1982, 96 Stat. 877. For disposition
of sections of former Title 31 into revised Title 31, see
Table preceding section 101 of Title 31. For complete
classification of this Act to the Code, see Tables.

The Silver Purchase Act of 1934, as amended, referred
to in text, is act June 19, 1934, ch. 674, 48 Stat. 1178,
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which was classified to sections 311a, 316a, 316b, 405a,
448 to 448e, 734a, and 734b of former Title 31, Money and
Finance, and was repealed by Pub. L. 88–36, title I, § 1,
June 4, 1963, 77 Stat. 54. For complete classification of
this Act to the Code, see Tables.

Subdivision (b) of section 5 of the act of October 6,
1917, referred to in text, is classified to section 95a of
this title and section 5(b) of Title 50, Appendix, War and
National Defense.

Section 12B of this Act, referred to in the text, was
section 12B of the Federal Reserve Act and was for-
merly classified to section 264 of this title. Section 12B
was withdrawn from the Federal Reserve Act and made
a separate act to be known as the Federal Deposit In-
surance Act by section 1 of act Sept. 21, 1950, ch. 967, 64
Stat. 873. The Federal Deposit Insurance Act is classi-
fied generally to chapter 16 (§ 1811 et seq.) of this title.

CODIFICATION

Section was enacted as section 25B, formerly section
25(b), of the Federal Reserve Act, and not as part of sec-
tion 25A of that Act which comprises this subchapter.

AMENDMENTS

1941—Act Apr. 7, 1941, added last four pars.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 358, 604a of this
title.

§ 633. Potential liability on foreign accounts

(a) Exceptions from repayment requirement
A member bank shall not be required to repay

any deposit made at a foreign branch of the
bank if the branch cannot repay the deposit due
to—

(1) an act of war, insurrection, or civil strife;
or

(2) an action by a foreign government or in-
strumentality (whether de jure or de facto) in
the country in which the branch is located;

unless the member bank has expressly agreed in
writing to repay the deposit under those circum-
stances.
(b) Regulations

The Board and the Comptroller of the Cur-
rency may jointly prescribe such regulations as
they deem necessary to implement this section.

(Dec. 23, 1913, ch. 6, § 25C, as added Pub. L.
103–325, title III, § 326(a), Sept. 23, 1994, 108 Stat.
2229.)

CODIFICATION

Section was enacted as section 25C of the Federal Re-
serve Act, and not as part of section 25A of that Act
which comprises this subchapter.

EXISTING CLAIMS NOT AFFECTED

Section 326(c) of Pub. L. 103–325 provided that: ‘‘Sec-
tion 25C of the Federal Reserve Act [this section] (as
added by subsection (a)) shall not be applied retro-
actively and shall not be construed to affect or apply to
any claim or cause of action addressed by that section
arising from events or circumstances that occurred be-
fore the date of enactment of this Act [Sept. 23, 1994].’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1828 of this title.

CHAPTER 6A�EXPORT-IMPORT BANK OF
THE UNITED STATES

SUBCHAPTER I—GENERAL PROVISIONS

Sec.
635. Powers and functions of Bank.

Sec.
(a) General banking business; use of

mails; publication of documents, re-
ports, contracts, etc.; use of assets
and allocated or borrowed money;
payment of dividends; medium-term
financing; dissemination of infor-
mation; enhancement of medium-
term program.

(b) Guarantees, insurance, and extension
of credit functions; competitive
with Government-supported rates
and terms and conditions of foreign
exporting countries; survey and re-
port; interest rates; private capital
encouragement; national interest
determinations; delivery of United
States services in international
commerce; small business concern
encouragement; coverage of losses
by Foreign Credit Insurance Asso-
ciation; loans to Union of Soviet
Socialist Republics for fossil fuel
research, etc.; nuclear safeguards
violations resulting in limitations
on exports and credit; defense arti-
cle credit sales to less developed
countries; amount outstanding; sup-
plementation of Commodity Credit
Corporation programs; limitations
on authority of Bank; prohibition
relating to Angola.

(c) Guarantees, insurance, coinsurance,
and reinsurance functions; frac-
tional charge; aggregate outstand-
ing amount; fees and premiums; is-
suance, service and adjustments by
agents; transferability of guaran-
tees.

(d) Equal and nondiscriminatory oppor-
tunities for domestic companies to
bid for insurance.

(e) Limitation on assistance which ad-
versely affects the United States.

(f) Authority to deny application for as-
sistance based on fraud or corrup-
tion by party involved in the trans-
action.

635a. Management of Bank.
(a) Establishment as independent agency.
(b) President and First Vice President of

the Bank; appointment; duties.
(c) Board of Directors; composition;

oath; terms; duties; quorum; by-
laws.

(d) Advisory Committee; appointment;
composition; meetings; advice to
Banks; report to Congress.

(e) Conflicting personal interests.
635a–1. Export credit competition.
635a–2. Implementation of regulations and proce-

dures to lessen adverse effect of loans and
guarantees on industries in United States;
report by United States International Trade
Commission; written consideration of views
of adversely affected parties.

635a–3. Export-Import Bank financing to match for-
eign financing.

(a) Noncompetitive financing; inquiry by
Secretary; notification of foreign
country and prospective parties to
transaction.

(b) Issuance of authorization to Bank to
provide guarantees, insurance, and
credits to competing United States
sellers.

(c) Provision of financing by Bank pursu-
ant to authorization.

635a–4. Guarantees for export accounts receivable
and inventory.
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Sec.
635b. Capitalization of Bank; method of capital

stock payments; public-debt transactions;
issuance of stock certificates.

635c. Repealed.
635d. Issuance of debentures, bonds, etc.; obliga-

tions redeemable; payment of interest; obli-
gations purchasable by Secretary of the
Treasury; public-debt transactions.

635e. Aggregate loan, guarantee, and insurance au-
thority.

(a) Limitation on outstanding amounts.
(b) Presidential determination.

635f. Termination date of Bank’s functions; excep-
tions; liquidation.

635g. Report to Congress; time for submission; con-
tents.

(a) Annual submission of report.
(b) Report on allocation of sums set aside

for small business exports.
(c) Technology to assist small busi-

nesses.
(d) Number of small business suppliers of

Bank users.
(e) Outreach to certain small businesses.

635h. Exemption from prohibition of section 955 of
title 18.

635i to 635i–2. Repealed.
635i–3. Tied Aid Credit Fund and program.

(a) Findings.
(b) Establishment of tied aid credit pro-

gram.
(c) Tied Aid Credit Fund.
(d) Consistency with Arrangement.
(e) Authorization.
(f) Nonreviewability.
(g) Report to Congress.
(h) Definitions.

635i–4. Repealed.
635i–5. Environmental policy and procedures.

(a) Environmental effects consideration.
(b) Use of Bank programs to encourage

certain exports.
(c) Inclusion in report to Congress.
(d) Interpretation.

635i–6. Debt reduction; Enterprise for the Americas
Initiative.

(a) Definitions.
(b) Eligibility for benefits under the Fa-

cility.
(c) Loans eligible for sale, reduction, or

cancellation.
(d) Deposit of proceeds.
(e) Eligible purchasers.
(f) Debtor consultation.
(g) Authorization of appropriations.

635i–7. Cooperation on export financing programs.
635i–8. Special debt relief for poorest, most heavily

indebted countries.
(a) Debt reduction authority.
(b) Limitations.
(c) Conditions.
(d) Appropriations.

635i–9. Market windows.
(a) Enhanced transparency.
(b) Authorization.
(c) Definition.

SUBCHAPTER II—EXPORT FINANCING

635j. Export financing program to foster foreign
trade and commercial interest of the United
States.

(a) Congressional statement of policy.
(b) Designation of transactions on books

of the Bank; limitation on commit-
ments.

635k. Apportionment of losses incurred on loans,
guarantees, and insurance; reimbursement;
contingent obligations.

635l. Authorization for appropriation of funds for
losses.

Sec.
635m. Loans, guarantees, and insurance subject to

the provisions of this chapter.
635n. Prohibition of loans, guarantees, and insur-

ance as to sales of defense articles or serv-
ices.

SUBCHAPTER III—TIED AID CREDIT EXPORT
SUBSIDIES

635o. Congressional statement of purpose.
635p. Presidential mandate to negotiate; objec-

tives.
635q. Establishment of tied aid credit program in

United States Export-Import Bank.
(a) Establishment and elements of pro-

gram; cooperation with Trade and
Development Agency and private
institutions and entities.

(b) Purpose of program.
(c) Fund.
(d) Availability of concessional financing

or grants.
635r. Establishment of tied aid credit program ad-

ministered by Trade and Development
Agency.

(a) Establishment and elements of pro-
gram.

(b) Combination of funds with financing
by Export-Import Bank or private
commercial financing.

(c) Limitation on use of Agency funds;
authorization for establishment of
fund.

(d) Use of Economic Support Funds.
635s. Implementation.
635t. Definitions.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in title 22 sections 2185,
2371, 2394, 2398.

SUBCHAPTER I—GENERAL PROVISIONS

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 635a–3, 635m
of this title; title 22 sections 2184, 2291, 2296b.

§ 635. Powers and functions of Bank

(a) General banking business; use of mails; publi-
cation of documents, reports, contracts, etc.;
use of assets and allocated or borrowed
money; payment of dividends; medium-term
financing; dissemination of information; en-
hancement of medium-term program

(1) There is created a corporation with the
name Export-Import Bank of the United States,
which shall be an agency of the United States of
America. The objects and purposes of the Bank
shall be to aid in financing and to facilitate ex-
ports of goods and services, imports, and the ex-
change of commodities and services between the
United States or any of its territories or insular
possessions and any foreign country or the agen-
cies or nationals of any such country, and in so
doing to contribute to the employment of
United States workers. The Bank’s objective in
authorizing loans, guarantees, insurance, and
credits shall be to contribute to maintaining or
increasing employment of United States work-
ers. In connection with and in furtherance of its
objects and purposes, the bank is authorized and
empowered to do a general banking business ex-
cept that of circulation; to receive deposits; to
purchase, discount, rediscount, sell, and nego-
tiate, with or without its endorsement or guar-
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anty, and to guarantee notes, drafts, checks,
bills of exchange, acceptances, including bank-
ers’ acceptances, cable transfers, and other evi-
dences of indebtedness; to guarantee, insure, co-
insure, and reinsure against political and credit
risks of loss; to purchase, sell, and guarantee se-
curities but not to purchase with its funds any
stock in any other corporation except that it
may acquire any such stock through the en-
forcement of any lien or pledge or otherwise to
satisfy a previously contracted indebtedness to
it; to accept bills and drafts drawn upon it; to
issue letters of credit; to purchase and sell coin,
bullion, and exchange; to borrow and to lend
money; to perform any act herein authorized in
participation with any other person, including
any individual, partnership, corporation, or as-
sociation; to adopt, alter, and use a corporate
seal, which shall be judicially noticed; to sue
and to be sued, to complain and to defend in any
court of competent jurisdiction; to represent it-
self or to contract for representation in all legal
and arbitral proceedings outside the United
States; and the enumeration of the foregoing
powers shall not be deemed to exclude other
powers necessary to the achievement of the ob-
jects and purposes of the bank. The bank shall
be entitled to the use of the United States mails
in the same manner and upon the same condi-
tions as the executive departments of the Gov-
ernment. The Bank is authorized to publish or
arrange for the publication of any documents,
reports, contracts, or other material necessary
in connection with or in furtherance of its ob-
jects and purposes without regard to the provi-
sions of section 501 of title 44 whenever the Bank
determines that publication in accordance with
the provisions of such section would not be prac-
ticable. Subject to regulations which the Bank
shall issue pursuant to section 553 of title 5, the
Bank may impose and collect reasonable fees to
cover the costs of conferences and seminars
sponsored by, and publications provided by, the
Bank, and may accept reimbursement for travel
and subsistence expenses incurred by a director,
officer, or employee of the Bank, in accordance
with subchapter I of chapter 57 of title 5.
Amounts received under the preceding sentence
shall be credited to the fund which initially paid
for such activities and shall be offset against the
expenses of the Bank for such activities. The
bank is authorized to use all of its assets and all
moneys which have been or may hereafter be al-
located to or borrowed by it in the exercise of
its functions. Net earnings of the bank after rea-
sonable provision for possible losses shall be
used for payment of dividends on capital stock.
Any such dividends shall be deposited into the
Treasury as miscellaneous receipts.

(2) In order for the Bank to be competitive in
all of its financing programs with countries
whose exports compete with United States ex-
ports, the Bank shall establish a program that—

(A) provides medium-term financing where
necessary to be fully competitive—

(i) at rates of interest to the customer
which are equal to rates established in inter-
national agreements; and

(ii) in amounts up to 85 percent of the
total cost of the exports involved; and

(B) enables the Bank to cooperate fully with
the Secretary of Commerce and the Adminis-

trator of the Small Business Administration
to develop a program for purposes of dissemi-
nating information (using existing private in-
stitutions) to small business concerns regard-
ing the medium-term financing provided under
this paragraph.

(3) ENHANCEMENT OF MEDIUM-TERM PROGRAM.—
To enhance the medium-term financing program
established pursuant to paragraph (2), the Bank
shall establish measures to—

(A) improve the competitiveness of the
Bank’s medium-term financing and ensure
that its medium-term financing is fully com-
petitive with that of other major official ex-
port credit agencies;

(B) ease the administrative burdens and pro-
cedural and documentary requirements im-
posed on the users of medium-term financing;

(C) attract the widest possible participation
of private financial institutions and other
sources of private capital in the medium-term
financing of United States exports; and

(D) render the Bank’s medium-term financ-
ing as supportive of United States exports as
is its Direct Loan Program.

(b) Guarantees, insurance, and extension of cred-
it functions; competitive with Government-
supported rates and terms and conditions of
foreign exporting countries; survey and re-
port; interest rates; private capital encour-
agement; national interest determinations;
delivery of United States services in inter-
national commerce; small business concern
encouragement; coverage of losses by For-
eign Credit Insurance Association; loans to
Union of Soviet Socialist Republics for fossil
fuel research, etc.; nuclear safeguards viola-
tions resulting in limitations on exports and
credit; defense article credit sales to less de-
veloped countries; amount outstanding; sup-
plementation of Commodity Credit Corpora-
tion programs; limitations on authority of
Bank; prohibition relating to Angola

(1)(A) It is the policy of the United States to
foster expansion of exports of manufactured
goods, agricultural products, and other goods
and services, thereby contributing to the pro-
motion and maintenance of high levels of em-
ployment and real income, a commitment to re-
investment and job creation, and the increased
development of the productive resources of the
United States. To meet this objective in all its
programs, the Export-Import Bank is directed,
in the exercise of its functions, to provide guar-
antees, insurance, and extensions of credit at
rates and on terms and other conditions which
are fully competitive with the Government-sup-
ported rates and terms and other conditions
available for the financing of exports of goods
and services from the principal countries whose
exporters compete with United States exporters.
The Bank shall, in cooperation with the export
financing instrumentalities of other govern-
ments, seek to minimize competition in govern-
ment-supported export financing and shall, in
cooperation with other appropriate United
States Government agencies, seek to reach
international agreements to reduce government
subsidized export financing. The Bank shall, not
later than June 30 of each year, report to the ap-
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1 See References in Text note below.

propriate committees of Congress its actions in
complying with these directives. In this report
the Bank shall include a survey of all other
major export-financing facilities available from
other governments and government-related
agencies through which foreign exporters com-
pete with the United States exporters (including
through use of market windows) and indicate in
specific terms the ways in which the Bank’s
rates, terms, and other conditions compare with
those offered from such other governments di-
rectly or indirectly. With respect to the preced-
ing sentence, the Bank shall use all available in-
formation to estimate the annual amount of ex-
port financing available from each government
and government-related agency. Further, the
Bank shall at the same time survey a represent-
ative number of United States exporters and
United States commercial lending institutions
which provide export credit to determine their
experience in meeting financial competition
from other countries whose exporters compete
with United States exporters. The results of this
survey shall be included as part of the annual
report required by this subparagraph. The Bank
shall include in the annual report a description
of its role in the implementation of the strate-
gic plan prepared by the Trade Promotion Co-
ordinating Committee in accordance with sec-
tion 4727 of title 15. The annual report required
under this subparagraph shall include the report
required under section 635i–3(g) of this title. The
Bank shall include in the annual report a de-
scription of all Bank transactions which shall be
classified according to their principal purpose,
such as to correct a market failure or to provide
matching support. The Bank shall include in the
annual report a description of the efforts under-
taken under subparagraph (K).

(B) It is further the policy of the United States
that loans made by the Bank in all its programs
shall bear interest at rates determined by the
Board of Directors, consistent with the Bank’s
mandate to support United States exports at
rates and on terms and conditions which are
fully competitive with exports of other coun-
tries, and consistent with international agree-
ments. For the purpose of the preceding sen-
tence, rates and terms and conditions need not
be identical in all respects to those offered by
foreign countries, but should be established so
that the effect of such rates, terms, and condi-
tions for all the Bank’s programs, including
those for small businesses and for medium-term
financing, will be to neutralize the effect of such
foreign credit on international sales competi-
tion. The Bank shall consider its average cost of
money as one factor in its determination of in-
terest rates, where such consideration does not
impair the Bank’s primary function of expand-
ing United States exports through fully com-
petitive financing. The Bank may not impose a
credit application fee unless (i) the fee is com-
petitive with the average fee charged by the
Bank’s primary foreign competitors, and (ii) the
borrower or the exporter is given the option of
paying the fee at the outset of the loan or over
the life of the loan and the present value of the
fee determined under either such option is the
same amount. It is also the policy of the United
States that the Bank in the exercise of its func-

tions should supplement and encourage, and not
compete with, private capital; that the Bank, in
determining whether to provide support for a
transaction under the loan, guarantee, or insur-
ance program, or any combination thereof, shall
consider the need to involve private capital in
support of United States exports as well as the
cost of the transaction as calculated in accord-
ance with the requirements of the Federal Cred-
it Reform Act of 1990 [2 U.S.C. 661 et seq.]; that
the Bank shall accord equal opportunity to ex-
port agents and managers, independent export
firms, export trading companies, and small com-
mercial banks in the formulation and implemen-
tation of its programs; that the Bank should
give emphasis to assisting new and small busi-
ness entrants in the agricultural export market,
and shall, in cooperation with other relevant
Government agencies, including the Commodity
Credit Corporation, develop a program of edu-
cation to increase awareness of export opportu-
nities among small agribusinesses and coopera-
tives; that loans, so far as possible consistent
with the carrying out of the purposes of sub-
section (a) of this section, shall generally be for
specific purposes, and, in the judgment of the
Board of Directors, offer reasonable assurance of
repayment; and that in authorizing any loan or
guarantee, the Board of Directors shall take
into account any serious adverse effect of such
loan or guarantee on the competitive position of
United States industry, the availability of mate-
rials which are in short supply in the United
States, and employment in the United States,
and shall give particular emphasis to the objec-
tive of strengthening the competitive position of
United States exporters and thereby of expand-
ing total United States exports. Only in cases
where the President, after consultation with the
Committee on Financial Services of the House
of Representatives and the Committee on Bank-
ing, Housing, and Urban Affairs of the Senate,
determines that such action would be in the na-
tional interest where such action would clearly
and importantly advance United States policy
in such areas as international terrorism (includ-
ing, when relevant, a foreign nation’s lack of co-
operation in efforts to eradicate terrorism), nu-
clear proliferation, the enforcement of the For-
eign Corrupt Practices Act of 1977, the Arms Ex-
port Control Act [22 U.S.C. 2751 et seq.], the
International Emergency Economic Powers Act
[50 U.S.C. 1701 et seq.], or the Export Adminis-
tration Act of 1979 [50 App. U.S.C. 2401 et seq.],
environmental protection and human rights
(such as are provided in the Universal Declara-
tion of Human Rights adopted by the United Na-
tions General Assembly on December 10, 1948)
(including child labor), should the Export-Im-
port Bank deny applications for credit for non-
financial or noncommercial considerations.
Each such determination shall be delivered in
writing to the President of the Bank, shall state
that the determination is made pursuant to this
section, and shall specify the applications or
categories of applications for credit which
should be denied by the Bank in furtherance of
the national interest.

(C) Consistent with the policy of section 3261
of title 22 and section 2151q 1 of title 22, the



Page 188TITLE 12—BANKS AND BANKING§ 635

Board of Directors shall name an officer of the
Bank whose duties shall include advising the
President of the Bank on ways of promoting the
export of goods and services to be used in the de-
velopment, production, and distribution of non-
nuclear renewable energy resources, disseminat-
ing information concerning export opportunities
and the availability of Bank support for such ac-
tivities, and acting as a liaison between the
Bank and the Department of Commerce and
other appropriate departments and agencies.

(D) It is further the policy of the United
States to foster the delivery of United States
services in international commerce. In exercis-
ing its powers and functions, the Bank shall give
full and equal consideration to making loans
and providing guarantees for the export of serv-
ices (independently, or in conjunction with the
export of manufactured goods, equipment, hard-
ware or other capital goods) consistent with the
Bank’s policy to neutralize foreign subsidized
credit competition and to supplement the pri-
vate capital market.

(E)(i)(I) It is further the policy of the United
States to encourage the participation of small
business in international commerce.

(II) In exercising its authority, the Bank shall
develop a program which gives fair consider-
ation to making loans and providing guarantees
for the export of goods and services by small
businesses.

(ii) It is further the policy of the United
States that the Bank shall give due recognition
to the policy stated in section 631(a) of title 15
that ‘‘the Government should aid, counsel, as-
sist, and protect, insofar as is possible, the in-
terests of small business concerns in order to
preserve free competitive enterprise’’.

(iii) In furtherance of this policy, the Board of
Directors shall designate an officer of the Bank
who—

(I) shall be responsible to the President of
the Bank for all matters concerning or affect-
ing small business concerns; and

(II) among other duties, shall be responsible
for advising small business concerns of the op-
portunities for small business concerns in the
functions of the Bank, with particular empha-
sis on conducting outreach and increasing
loans to socially and economically disadvan-
taged small business concerns (as defined in
section 637(a)(4) of title 15), small business
concerns (as defined in section 632(a) of title
15) owned by women, and small business con-
cerns (as defined in section 632(a) of title 15)
employing fewer than 100 employees, and for
maintaining liaison with the Small Business
Administration and other departments and
agencies in matters affecting small business
concerns.

(iv) The Director appointed to represent the
interests of small business under section 635a(c)
of this title shall ensure that the Bank carries
out its responsibilities under clauses (ii) and (iii)
of this subparagraph and that the Bank’s finan-
cial and other resources are, to the maximum
extent possible, appropriately used for small
business needs.

(v) To assure that the purposes of clauses (i)
and (ii) of this subparagraph are carried out, the
Bank shall make available, from the aggregate

loan, guarantee, and insurance authority avail-
able to it, an amount to finance exports directly
by small business concerns (as defined under
section 632 of title 15) which shall be not less
than 20 percent of such authority for each fiscal
year.

(vi) The Bank shall utilize the amount set
aside pursuant to clause (v) of this subparagraph
to offer financing for small business exports on
terms which are fully competitive with regard
to interest rates and with regard to the portion
of financing which may be provided, guaranteed,
or insured. Financing under this clause (vi) shall
be available without regard to whether financ-
ing for the particular transaction was dis-
approved by any other Federal agency.

(vii)(I) The Bank shall utilize a part of the
amount set aside pursuant to clause (v) to pro-
vide lines of credit or guarantees to consortia of
small or medium size banks, export trading
companies, State export finance agencies, ex-
port financing cooperatives, small business in-
vestment companies (as defined in section 662 of
title 15), or other financing institutions or enti-
ties in order to finance small business exports.

(II) Financing under this clause (vii) shall be
made available only where the consortia or the
participating institutions agree to undertake
processing, servicing, and credit evaluation
functions in connection with such financing.

(III) To the maximum extent practicable, the
Bank shall delegate to the consortia the author-
ity to approve financing under this clause (vii).

(IV) In the administration of the program
under this clause (vii), the Bank shall provide
appropriate technical assistance to participat-
ing consortia and may require such consortia
periodically to furnish information to the Bank
regarding the number and amount of loans made
and the creditworthiness of the borrowers.

(viii) In order to assure that the policy stated
in clause (i) is carried out, the Bank shall pro-
mote small business exports and its small busi-
ness export financing programs in cooperation
with the Secretary of Commerce, the Office of
International Trade of the Small Business Ad-
ministration, and the private sector, particu-
larly small business organizations, State agen-
cies, chambers of commerce, banking organiza-
tions, export management companies, export
trading companies, and private industry.

(ix) The Bank shall provide, through credit-
worthy trade associations, export trading com-
panies, State export finance companies, export
finance cooperatives, and other multiple-ex-
porter organizations, medium-term risk protec-
tion coverage for the members and clients of
such organizations. Such coverage shall be made
available to each such organization under a sin-
gle risk protection policy covering its members
or clients. Nothing in this provision shall be in-
terpreted as limiting the Bank’s authority to
deny support for specific transactions or to dis-
approve a request by such an organization to
participate in such coverage.

(x) The Bank shall implement technology im-
provements that are designed to improve small
business outreach, including allowing customers
to use the Internet to apply for the Bank’s small
business programs.

(F) Consistent with international agreements,
the Bank shall urge the Foreign Credit Insur-
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ance Association to provide coverage against 100
per centum of any loss with respect to exports
having a value of less than $100,000.

(G) Participation in or access to long-, me-
dium-, and short-term financing, guarantees,
and insurance provided by the Bank shall not be
denied solely because the entity seeking partici-
pation or access is not a bank or is not a United
States person.

(H)(i) It is further the policy of the United
States to foster the development of democratic
institutions and market economies in countries
seeking such development, and to assist the ex-
port of high technology items to such countries.

(ii) In exercising its authority, the Bank shall
develop a program for providing guarantees and
insurance with respect to the export of high
technology items to countries making the tran-
sition to market based economies, including eli-
gible East European countries (within the mean-
ing of section 5402 of title 22).

(iii) As part of the ongoing marketing and out-
reach efforts of the Bank, the Bank shall, to the
maximum extent practicable, inform high tech-
nology companies, particularly small business
concerns (as such term is defined in section 632
of title 15), about the programs of the Bank for
United States companies interested in exporting
high technology goods to countries making the
transition to market based economies, including
any eligible East European country (within the
meaning of section 5402 of title 22).

(iv) In carrying out clause (iii), the Bank
shall—

(I) work with other agencies involved in ex-
port promotion and finance; and

(II) invite State and local governments,
trade centers, commercial banks, and other
appropriate public and private organizations
to serve as intermediaries for the outreach ef-
forts.

(I) The President of the Bank shall undertake
efforts to enhance the Bank’s capacity to pro-
vide information about the Bank’s programs to
small and rural companies which have not pre-
viously participated in the Bank’s programs.
Not later than 1 year after November 26, 1997,
the President of the Bank shall submit to Con-
gress a report on the activities undertaken pur-
suant to this subparagraph.

(J) The Bank shall implement an electronic
system designed to track all pending trans-
actions of the Bank.

(K) The Bank shall promote the export of
goods and services related to renewable energy
sources.

(L) The Bank shall require an applicant for as-
sistance from the Bank to disclose whether the
applicant has been found by a court of the
United States to have violated the Foreign Cor-
rupt Practices Act of 1977, the Arms Export Con-
trol Act [22 U.S.C. 2751 et seq.], the Inter-
national Emergency Economic Powers Act [50
U.S.C. 1701 et seq.], or the Export Administra-
tion Act of 1979 [50 App. U.S.C. 2401 et seq.] with-
in the preceding 12 months, and shall maintain,
in cooperation with the Department of Justice,
for not less than 3 years a record of such appli-
cants so found to have violated any such Act.

(2) PROHIBITION ON AID TO MARXIST-LENINIST
COUNTRIES.—

(A) IN GENERAL.—The Bank in the exercise of
its functions shall not guarantee, insure, ex-
tend credit, or participate in the extension of
credit—

(i) in connection with the purchase or
lease of any product by a Marxist-Leninist
country, or agency or national thereof; or

(ii) in connection with the purchase or
lease of any product by any other foreign
country, or agency or national thereof, if the
product to be purchased or leased by such
other country, agency, or national is, to the
knowledge of the Bank, principally for use
in, or sale or lease to, a Marxist-Leninist
country.

(B) MARXIST-LENINIST COUNTRY DEFINED.—
(i) IN GENERAL.—For purposes of this para-

graph, the term ‘‘Marxist-Leninist country’’
means any country that maintains a cen-
trally planned economy based on the prin-
ciples of Marxism-Leninism, or is economi-
cally and militarily dependent on any other
such country.

(ii) SPECIFIC COUNTRIES DEEMED TO BE
MARXIST-LENINIST.—Unless otherwise deter-
mined by the President in accordance with
subparagraph (C), the following countries
are deemed to be Marxist-Leninist countries
for purposes of this paragraph:

(I) Cambodian People’s Republic.
(II) Democratic People’s Republic of

Korea.
(III) Democratic Republic of Afghani-

stan.
(IV) Lao People’s Democratic Republic.
(V) People’s Republic of China.
(VI) Republic of Cuba.
(VII) Socialist Federal Republic of Yugo-

slavia.
(VIII) Socialist Republic of Vietnam.
(IX) Tibet.

(C) PRESIDENTIAL DETERMINATION THAT A
COUNTRY HAS CEASED TO BE MARXIST-LEN-
INIST.—If the President determines that any
country on the list contained in subparagraph
(B)(ii) has ceased to be a Marxist-Leninist
country (within the definition of such term in
subparagraph (B)(i)), such country shall not be
treated as a Marxist-Leninist country for pur-
poses of this paragraph after the date of such
determination, unless the President subse-
quently determines that such country has
again become a Marxist-Leninist country.

(D) PRESIDENTIAL DETERMINATION RELATING
TO FINANCING IN THE NATIONAL INTEREST.—

(i) IN GENERAL.—Subparagraph (A) shall
not apply to guarantees, insurance, or exten-
sions of credit by the Bank to a country,
agency, or national described in clause (i) or
(ii) of subparagraph (A) (in connection with
transactions described in such clauses) if the
President determines that such guarantees,
insurance, or extensions of credit are in the
national interest.

(ii) SEPARATE DETERMINATION FOR CERTAIN
TRANSACTIONS.—The President shall make a
separate determination under clause (i) for
each transaction described in clause (i) or
(ii) of subparagraph (A) for which the Bank
would extend a loan in an amount equal to
or greater than $50,000,000.
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(iii) REPORT OF CLAUSE (i) DETERMINATIONS
TO CONGRESS.—Any determination by the
President under clause (i) shall be reported
to the Congress not later than the earlier
of—

(I) the end of the 30-day period beginning
on the date of such determination; or

(II) the date the Bank takes final action
with respect to the first transaction in-
volving the country, agency, or national
for which such determination is made
after January 4, 1975, unless a report of a
determination with respect to such coun-
try, agency, or national was made and re-
ported before January 4, 1975.

(iv) REPORT OF CLAUSE (ii) DETERMINATIONS
TO CONGRESS.—Any determination by the
President under clause (ii) shall be reported
to the Congress not later than the earlier
of—

(I) the end of the 30-day period beginning
on the date of such determination; or

(II) the date the Bank takes final action
with respect to the transaction for which
such determination is made.

(3) Except as provided by the fourth sentence
of this paragraph, no loan or financial guarantee
or general guarantee or insurance facility or
combination thereof (i) in an amount which
equals or exceeds $100,000,000, or (ii) for the ex-
port of technology, fuel, equipment, materials,
or goods or services to be used in the construc-
tion, alteration, operation, or maintenance of
nuclear power, enrichment, reprocessing, re-
search, or heavy water production facilities,
shall be finally approved by the Board of Direc-
tors of the Bank, unless in each case the Bank
has submitted to the Congress with respect to
such loan, financial guarantee, or combination
thereof, a detailed statement describing and ex-
plaining the transaction, at least 25 days of con-
tinuous session of the Congress prior to the date
of final approval. For the purpose of the preced-
ing sentence, continuity of a session of the Con-
gress shall be considered as broken only by an
adjournment of the Congress sine die, and the
days on which either House is not in session be-
cause of an adjournment of more than 3 days to
a day certain shall be excluded in the computa-
tion of the 25 day period referred to in such sen-
tence. Such statement shall contain—

(A) in the case of a loan or financial guaran-
tee—

(i) a brief description of the purposes of
the transaction;

(ii) the identity of the party or parties re-
questing the loan or financial guarantee;

(iii) the nature of the goods or services to
be exported and the use for which the goods
or services are to be exported; and

(iv) in the case of a general guarantee or
insurance facility—

(I) a description of the nature and pur-
pose of the facility;

(II) the total amount of guarantees or in-
surance; and

(III) the reasons for the facility and its
methods of operation; and

(B) a full explanation of the reasons for
Bank financing of the transaction, the amount

of the loan to be provided by the Bank, the ap-
proximate rate and repayment terms at which
such loan will be made available and the ap-
proximate amount of the financial guarantee.

If the Bank submits a statement to the Congress
under this paragraph and either House of Con-
gress is in an adjournment for a period which
continues for at least ten days after the date of
submission of the statement, then any such loan
or guarantee or combination thereof may, sub-
ject to the second sentence of this paragraph, be
finally approved by the Board of Directors upon
the termination of the twenty-five-day period
referred to in the first sentence of this para-
graph or upon the termination of a thirty-five-
calendar-day period (which commences upon the
date of submission of the statement), whichever
occurs sooner.

(4)(A) If the Secretary of State determines
that—

(i) any country that has agreed to Inter-
national Atomic Energy Agency nuclear safe-
guards materially violates, abrogates, or ter-
minates, after October 26, 1977, such safe-
guards;

(ii) any country that has entered into an
agreement for cooperation concerning the
civil use of nuclear energy with the United
States materially violates, abrogates, or ter-
minates, after October 26, 1977, any guarantee
or other undertaking to the United States
made in such agreement;

(iii) any country that is not a nuclear-weap-
on state detonates, after October 26, 1977, a nu-
clear explosive device;

(iv) any country willfully aids or abets, after
June 29, 1994, any non-nuclear-weapon state to
acquire any such nuclear explosive device or
to acquire unsafeguarded special nuclear ma-
terial; or

(v) any person knowingly aids or abets, after
September 23, 1996, any non-nuclear-weapon
state to acquire any such nuclear explosive de-
vice or to acquire unsafeguarded special nu-
clear material,

then the Secretary of State shall submit a re-
port to the appropriate committees of the Con-
gress and to the Board of Directors of the Bank
stating such determination and identifying each
country or person the Secretary determines has
so acted.

(B)(i) If the Secretary of State makes a deter-
mination under subparagraph (A)(v) with re-
spect to a foreign person, the Congress urges the
Secretary to initiate consultations immediately
with the government with primary jurisdiction
over that person with respect to the imposition
of the prohibition contained in subparagraph
(C).

(ii) In order that consultations with that gov-
ernment may be pursued, the Board of Directors
of the Bank shall delay imposition of the prohi-
bition contained in subparagraph (C) for up to 90
days if the Secretary of State requests the
Board to make such delay. Following these con-
sultations, the prohibition contained in subpara-
graph (C) shall apply immediately unless the
Secretary determines and certifies to the Con-
gress that that government has taken specific
and effective actions, including appropriate pen-
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alties, to terminate the involvement of the for-
eign person in the activities described in sub-
paragraph (A)(v). The Board of Directors of the
Bank shall delay the imposition of the prohibi-
tion contained in subparagraph (C) for up to an
additional 90 days if the Secretary requests the
Board to make such additional delay and if the
Secretary determines and certifies to the Con-
gress that that government is in the process of
taking the actions described in the preceding
sentence.

(iii) Not later than 90 days after making a de-
termination under subparagraph (A)(v), the Sec-
retary of State shall submit to the appropriate
committees of the Congress a report on the
status of consultations with the appropriate
government under this subparagraph, and the
basis for any determination under clause (ii)
that such government has taken specific correc-
tive actions.

(C) The Board of Directors of the Bank shall
not give approval to guarantee, insure, or ex-
tend credit, or participate in the extension of
credit in support of United States exports to any
country, or to or by any person, identified in the
report described in subparagraph (A).

(D) The prohibition in subparagraph (C) shall
not apply to approvals to guarantee, insure, or
extend credit, or participate in the extension of
credit in support of United States exports to a
country with respect to which a determination
is made under clause (i), (ii), (iii), or (iv) of sub-
paragraph (A) regarding any specific event de-
scribed in such clause if the President deter-
mines and certifies in writing to the Congress
not less than 45 days prior to the date of the
first approval following the determination that
it is in the national interest for the Bank to give
such approvals.

(E) The prohibition in subparagraph (C) shall
not apply to approvals to guarantee, insure, or
extend credit, or participate in the extension of
credit in support of United States exports to or
by a person with respect to whom a determina-
tion is made under clause (v) of subparagraph
(A) regarding any specific event described in
such clause if—

(i) the Secretary of State determines and
certifies to the Congress that the appropriate
government has taken the corrective actions
described in subparagraph (B)(ii); or

(ii) the President determines and certifies in
writing to the Congress not less than 45 days
prior to the date of the first approval follow-
ing the determination that—

(I) reliable information indicates that—
(aa) such person has ceased to aid or abet

any non-nuclear-weapon state to acquire
any nuclear explosive device or to acquire
unsafeguarded special nuclear material;
and

(bb) steps have been taken to ensure that
the activities described in item (aa) will
not resume; or

(II) the prohibition would have a serious
adverse effect on vital United States inter-
ests.

(F) For purposes of this paragraph:
(i) The term ‘‘country’’ has the meaning

given to ‘‘foreign state’’ in section 1603(a) of
title 28.

(ii) The term ‘‘knowingly’’ is used within the
meaning of the term ‘‘knowing’’ in section
78dd–2(h)(3) of title 15.

(iii) The term ‘‘person’’ means a natural per-
son as well as a corporation, business associa-
tion, partnership, society, trust, any other
nongovernmental entity, organization, or
group, and any governmental entity operating
as a business enterprise, and any successor of
any such entity.

(iv) The term ‘‘nuclear-weapon state’’ has
the meaning given the term in Article IX(3) of
the Treaty on the Non-Proliferation of Nu-
clear Weapons, signed at Washington, London,
and Moscow on July 1, 1968.

(v) The term ‘‘non-nuclear-weapon state’’
has the meaning given the term in section
6305(5) of title 22.

(vi) The term ‘‘nuclear explosive device’’ has
the meaning given the term in section 6305(4)
of title 22.

(vii) The term ‘‘unsafeguarded special nu-
clear material’’ has the meaning given the
term in section 6305(8) of title 22.

(5) The Bank shall not guarantee, insure, or
extend credit, or participate in the extension of
credit in connection with (A) the purchase of
any product, technical data, or other informa-
tion by a national or agency of any nation which
engages in armed conflict, declared or other-
wise, with the Armed Forces of the United
States, (B) the purchase by any nation (or na-
tional or agency thereof) of any product, tech-
nical data, or other information which is to be
used principally by or in any such nation de-
scribed in clause (A), or (C) the purchase of any
liquid metal fast breeder nuclear reactor or any
nuclear fuel reprocessing facility. The Bank
shall not guarantee, insure, or extend credit, or
participate in the extension of credit in connec-
tion with the purchase of any product, technical
data, or other information by a national or
agency of any nation if the President deter-
mines that any such transaction would be con-
trary to the national interest.

(6)(A) The Bank shall not guarantee, insure, or
extend credit, or participate in an extension of
credit in connection with any credit sale of de-
fense articles and defense services to any coun-
try.

(B) Subparagraph (A) shall not apply to any
sale of defense articles or services if—

(i) the Bank is requested to provide a guar-
antee or insurance for the sale;

(ii) the President determines that the de-
fense articles or services are being sold pri-
marily for anti-narcotics purposes;

(iii) section 2291j(e) of title 22 does not apply
with respect to the purchasing country;

(iv) the President determines, in accordance
with subparagraph (C), that the sale is in the
national interest of the United States; and

(v) the Bank determines that, notwithstand-
ing the provision of a guarantee or insurance
for the sale, not more than 5 percent of the
guarantee and insurance authority available
to the Bank in any fiscal year will be used by
the Bank to support the sale of defense arti-
cles or services.

(C) In determining whether a sale of defense
articles or services would be in the national in-
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terest of the United States, the President shall
take into account whether the sale would—

(i) be consistent with the anti-narcotics pol-
icy of the United States;

(ii) involve the end use of a defense article or
service in a major illicit drug producing or
major drug-transit country (as defined in sec-
tion 2291(e) of title 22); and

(iii) be made to a country with a democratic
form of government.

(D)(i) The Board shall not give approval to
guarantee or insure a sale of defense articles or
services unless—

(I) the President determines, in accordance
with subparagraph (C), that it is in the na-
tional interest of the United States for the
Bank to provide such guarantee or insurance;

(II) the President determines, after consulta-
tion with the Assistant Secretary of State for
Human Rights and Humanitarian Affairs, that
the purchasing country has complied with all
restrictions imposed by the United States on
the end use of any defense articles or services
for which a guarantee or insurance was pro-
vided under subparagraph (B), and has not
used any such defense articles or services to
engage in a consistent pattern of gross viola-
tions of internationally recognized human
rights; and

(III) such determinations have been reported
to the Speaker and the Committee on Finan-
cial Services of the House of Representatives,
and to the Committee on Banking, Housing,
and Urban Affairs and the Committee on For-
eign Relations of the Senate, not less than 25
days of continuous session of the Congress be-
fore the date of such approval.

(ii) For purposes of clause (i), continuity of a
session of the Congress shall be considered as
broken only by an adjournment of the Congress
sine die, and the days on which either House is
not in session because of an adjournment of
more than 3 days to a day certain shall be ex-
cluded in the computation of the 25-day period
referred to in such clause.

(E) The provision of a guarantee or insurance
under subparagraph (B) shall be deemed to be
the provision of security assistance for purposes
of section 2304 of title 22 (relating to govern-
ments which engage in a consistent pattern of
gross violations of internationally recognized
human rights).

(F) To the extent that defense articles or serv-
ices for which a guarantee or insurance is pro-
vided under subparagraph (B) are used for a pur-
pose other than anti-narcotics purposes, they
may be used only for those purposes for which
defense articles and defense services sold under
the Arms Export Control Act [22 U.S.C. 2751 et
seq.] (relating to the foreign military sales pro-
gram) may be used under section 4 of such Act
[22 U.S.C. 2754].

(G) As used in subparagraphs (B), (C), (D), and
(F), the term ‘‘defense articles or services’’
means articles, services, and related technical
data that are designated as defense articles and
defense services pursuant to sections 38 and 47(7)
of the Arms Export Control Act [22 U.S.C. 2778,
2794(7)] and listed on the United States Muni-
tions List (part 121 of title 22 of the Code of Fed-
eral Regulations).

(H) Once in each calendar quarter, the Bank
shall submit a report to the Committee on
Banking, Housing, and Urban Affairs of the Sen-
ate, and the Committee on Financial Services of
the House of Representatives on all instances in
which the Bank, during the reporting quarter,
guaranteed, insured, or extended credit or par-
ticipated in an extension of credit in connection
with any credit sale of an article, service, or re-
lated technical data described in subparagraph
(G) that the Bank determined would not be put
to a military use or described in subparagraph
(I)(i). Such report shall include a description of
each of the transactions and the justification for
the Bank’s actions.

(I)(i) Subparagraph (A) shall not apply to a
transaction involving defense articles or serv-
ices if—

(I) the Bank determines that—
(aa) the defense articles or services are

nonlethal; and
(bb) the primary end use of the defense ar-

ticles or services will be for civilian pur-
poses; and

(II) at least 15 calendar days before the date
on which the Board of Directors of the Bank
gives final approval to Bank participation in
the transaction, the Bank provides notice of
the transaction to the Committees on Finan-
cial Services and on Appropriations of the
House of Representatives and the Committees
on Banking, Housing, and Urban Affairs and
on Appropriations of the Senate.

(ii) Not more than 10 percent of the loan, guar-
antee, and insurance authority available to the
Bank for a fiscal year may be used by the Bank
to support the sale of defense articles or services
to which subparagraph (A) does not apply by
reason of clause (i) of this subparagraph.

(iii) Not later than September 1 of each fiscal
year, the Comptroller General of the United
States, in consultation with the Bank, shall sub-
mit to the Committees on Financial Services
and on Appropriations of the House of Rep-
resentatives and the Committees on Banking,
Housing, and Urban Affairs and on Appropria-
tions of the Senate a report on the end uses of
any defense articles or services described in
clause (i) with respect to which the Bank pro-
vided support during the second preceding fiscal
year.

(7) In no event shall the Bank have outstand-
ing at any time in excess of 71⁄2 per centum of
the limitation imposed by section 635e of this
title for such guarantees, insurance, credits or
participation in credits with respect to exports
of defense articles and services to countries
which, in the judgment of the Board of Directors
of the Bank, are less developed.

(8) The Bank shall supplement but not com-
pete with private capital and the programs of
the Commodity Credit Corporation to ensure
that adequate financing will be made available
to assist the export of agricultural commodities,
except that, consistent with paragraph (1)(A) of
this subsection, the Bank in assisting any such
export transactions shall, in cooperation with
the export financing instrumentalities of other
governments, seek to minimize competition in
Government-supported export financing, and
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shall, in cooperation with other appropriate
United States Government agencies, seek to
reach international agreements to reduce Gov-
ernment subsidized export financing. In order to
carry out the purposes of this subsection, the
Bank shall consult with the Secretary of Agri-
culture and where the Secretary of Agriculture
has recommended against Bank financing of the
export of a particular agricultural commodity,
shall take such recommendation into consider-
ation in determining whether to provide credit
or other assistance for any export sale of such
commodity, and shall consider the importance
of agricultural commodity exports to the United
States export market and the nation’s balance
of trade in deciding whether or not to provide
assistance under this subsection.

(9)(A) The Board of Directors of the Bank
shall, in consultation with the Secretary of
Commerce and the Trade Promotion Coordi-
nating Committee, take prompt measures, con-
sistent with the credit standards otherwise re-
quired by law, to promote the expansion of the
Bank’s financial commitments in sub-Saharan
Africa under the loan, guarantee, and insurance
programs of the Bank.

(B)(i) The Board of Directors shall establish
and use an advisory committee to advise the
Board of Directors on the development and im-
plementation of policies and programs designed
to support the expansion described in subpara-
graph (A).

(ii) The advisory committee shall make rec-
ommendations to the Board of Directors on how
the Bank can facilitate greater support by
United States commercial banks for trade with
sub-Saharan Africa.

(iii) The advisory committee shall terminate
on September 30, 2006.

(10)(A) The Bank shall not, without a specific
authorization by law, guarantee, insure, or ex-
tend credit (or participate in the extension of
credit) to—

(i) assist specific countries with balance of
payments financing; or

(ii) assist (as the primary purpose of any
such guarantee, insurance, or credit) any
country in the management of its inter-
national indebtedness, other than its out-
standing obligations to the Bank.

(B) Nothing contained in subparagraph (A)
shall preclude guarantees, insurance, or credit
the primary purpose of which is to support
United States exports.

(11) PROHIBITION RELATING TO ANGOLA.—The
Bank may not guarantee, insure, or extend (or
participate in the extension of) credit in connec-
tion with any export of any good (other than
food or an agricultural commodity) or service to
the People’s Republic of Angola until the Presi-
dent certifies to the Congress that free and fair
elections have been held in Angola in which all
participants were afforded free and fair access,
and that the government of Angola—

(A) is willing, and is actively seeking, to
achieve an equitable political settlement of
the conflict in Angola, including free and fair
elections, through a mutual cease-fire and a
dialogue with the opposition armed forces;

(B) has demonstrated progress in protecting
internationally recognized human rights, and
particularly in—

(i) ending, through prosecution or other
means, involvement of members of the mili-
tary and security forces in political violence
and abuses of internationally recognized
human rights;

(ii) vigorously prosecuting persons en-
gaged in political violence who are con-
nected with the government; and

(iii) bringing to justice those responsible
for the abduction, torture, and murder of
citizens of Angola and citizens of the United
States; and

(C) has demonstrated progress in its respect
for, and protection of—

(i) the freedom of the press;
(ii) the freedom of speech;
(iii) the freedom of assembly;
(iv) the freedom of association (including

the right to organize for political purposes);
(v) internationally recognized worker

rights; and
(vi) other attributes of political pluralism

and democracy.

The President shall include in each report made
pursuant to this paragraph a detailed statement
with respect to each of the conditions set forth
in this paragraph. This paragraph shall not be
construed to impose any requirement with re-
spect to Angola that is more restrictive than
any requirement imposed by this section gener-
ally on all other countries.

(12) PROHIBITION RELATING TO RUSSIAN TRANS-
FERS OF CERTAIN MISSILE SYSTEMS.—If the Presi-
dent of the United States determines that the
military or Government of the Russian Federa-
tion has transferred or delivered to the People’s
Republic of China an SS–N–22 missile system
and that the transfer or delivery represents a
significant and imminent threat to the security
of the United States, the President of the United
States shall notify the Bank of the transfer or
delivery as soon as practicable. Upon receipt of
the notice and if so directed by the President of
the United States, the Board of Directors of the
Bank shall not give approval to guarantee, in-
sure, extend credit, or participate in the exten-
sion of credit in connection with the purchase of
any good or service by the military or Govern-
ment of the Russian Federation.

(c) Guarantees, insurance, coinsurance, and rein-
surance functions; fractional charge; aggre-
gate outstanding amount; fees and pre-
miums; issuance, service and adjustments by
agents; transferability of guarantees

(1) The Bank shall charge fees and premiums
commensurate, in the judgment of the Bank,
with risks covered in connection with the con-
tractual liability that the Bank incurs for guar-
antees, insurance, coinsurance, and reinsurance
against political and credit risks of loss.

(2) The Bank may issue such guarantees, in-
surance, coinsurance, and reinsurance to or with
exporters, insurance companies, financial insti-
tutions, or others, or groups thereof, and where
appropriate may employ any of the same to act
as its agent in the issuance and servicing of such
guarantees, insurance, coinsurance, and reinsur-
ance, and the adjustment of claims arising
thereunder.
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(3) TRANSFERABILITY OF GUARANTEES.—
(A) IN GENERAL.—With respect to medium-

term and long-term obligations insured or
guaranteed by the Bank after October 15, 1986,
the Bank shall authorize the unrestricted
transfer of such obligations by the originating
lenders or their transferees to other lenders
without affecting, limiting, or terminating the
guarantee or insurance provided by the Bank.

(B) GUARANTEE COVERAGE.—For the guaran-
tee program provided for in this subsection,
the Bank may provide up to 100 percent cov-
erage of the interest and principal if the Board
of Directors determines such coverage to be
necessary to ensure acceptance of Bank guar-
antees by financial institutions for any trans-
action in any export market in which the
Bank is open for business.

(d) Equal and nondiscriminatory opportunities
for domestic companies to bid for insurance

(1) In carrying out its responsibilities under
this subchapter, the Bank shall work to ensure
that United States companies are afforded an
equal and nondiscriminatory opportunity to bid
for insurance in connection with transactions
assisted by the Bank.

(2) COMPETITIVE OPPORTUNITY FOR INSURANCE
COMPANIES.—In the case of any long-term loan
or guarantee of not less than $10,000,000, the
Bank shall seek to ensure that United States in-
surance companies are accorded a fair and open
competitive opportunity to provide insurance
against risk of loss in connection with any
transaction with respect to which such loan or
guarantee is provided.

(3) RESPONSIVE ACTIONS.—If the Bank becomes
aware that a fair and open competitive oppor-
tunity is not accorded to any United States in-
surance company in a foreign country with re-
spect to which the Bank is considering a loan or
guarantee, the Bank—

(A) may approve or deny the loan or guaran-
tee after considering whether such action
would be likely to achieve competitive access
for United States insurance companies; and

(B) shall forward information regarding any
foreign country that denies United States in-
surance companies a fair and open competitive
opportunity to the Secretary of Commerce and
to the United States Trade Representative for
consideration of a recommendation to the
President that access by such country to ex-
port credit of the United States should be re-
stricted.

(4) NOTICE OF APPROVAL.—If the Bank approves
a loan or guarantee with respect to a foreign
country notwithstanding information regarding
denial by that foreign country of competitive
opportunities for United States insurance com-
panies, the Bank shall include notice of such ap-
proval and the reason for such approval in the
report on competition in officially supported ex-
port credit required under subsection (b)(1)(A) of
this section.

(5) DEFINITIONS.—For purposes of this sec-
tion—

(A) the term ‘‘United States insurance com-
pany’’—

(i) includes an individual, partnership, cor-
poration, holding company, or other legal

entity which is authorized (or in the case of
a holding company, subsidiaries of which are
authorized) by a State to engage in the busi-
ness of issuing insurance contracts or rein-
suring the risk underwritten by insurance
companies; and

(ii) includes foreign operations, branches,
agencies, subsidiaries, affiliates, or joint
ventures of any entity described in clause
(i); and

(B) the term ‘‘fair and open competitive op-
portunity’’ means, with respect to the provi-
sion of insurance by a United States insurance
company, that the company—

(i) has received notice of the opportunity
to provide such insurance; and

(ii) has been evaluated for such oppor-
tunity on a nondiscriminatory basis.

(e) Limitation on assistance which adversely af-
fects the United States

(1) IN GENERAL.—The Bank may not extend
any direct credit or financial guarantee for es-
tablishing or expanding production of any com-
modity for export by any country other than the
United States, if—

(A) the Bank determines that—
(i) the commodity is likely to be in surplus

on world markets at the time the resulting
commodity will first be sold; or

(ii) the resulting production capacity is ex-
pected to compete with United States pro-
duction of the same, similar, or competing
commodity; and

(B) the Bank determines that the extension
of such credit or guarantee will cause substan-
tial injury to United States producers of the
same, similar, or competing commodity.

(2) OUTSTANDING ORDERS AND PRELIMINARY IN-
JURY DETERMINATIONS.—

(A) ORDERS.—The Bank shall not provide
any loan or guarantee to an entity for the re-
sulting production of substantially the same
product that is the subject of—

(i) a countervailing duty or antidumping
order under title VII of the Tariff Act of 1930
[19 U.S.C. 1671 et seq.]; or

(ii) a determination under title II of the
Trade Act of 1974 [19 U.S.C. 2251 et seq.].

(B) AFFIRMATIVE DETERMINATION.—Within 60
days after June 14, 2002, the Bank shall estab-
lish procedures regarding loans or guarantees
provided to any entity that is subject to a pre-
liminary determination of a reasonable indica-
tion of material injury to an industry under
title VII of the Tariff Act of 1930. The proce-
dures shall help to ensure that these loans and
guarantees are likely to not result in a signifi-
cant increase in imports of substantially the
same product covered by the preliminary de-
termination and are likely to not have a sig-
nificant adverse impact on the domestic indus-
try. The Bank shall report to the Committee
on Financial Services of the House of Rep-
resentatives and the Committee on Banking,
Housing, and Urban Affairs of the Senate on
the implementation of these procedures.

(C) COMMENT PERIOD.—The Bank shall estab-
lish procedures under which the Bank shall no-
tify interested parties and provide a comment
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period with regard to loans or guarantees re-
viewed pursuant to subparagraph (B) or (D).

(D) CONSIDERATION OF INVESTIGATIONS UNDER
TITLE II OF THE TRADE ACT OF 1974.—In making
any determination under paragraph (1) for a
transaction involving more than $10,000,000,
the Bank shall consider investigations under
title II of the Trade Act of 1974 that have been
initiated at the request of the President of the
United States, the United States Trade Rep-
resentative, the Committee on Finance of the
Senate, or the Committee on Ways and Means
of the House of Representatives, or by the
International Trade Commission on its own
motion.
(3) EXCEPTION.—Paragraphs (1) and (2) shall

not apply in any case where, in the judgment of
the Board of Directors of the Bank, the short-
and long-term benefits to industry and employ-
ment in the United States are likely to out-
weigh the short- and long-term injury to United
States producers and employment of the same,
similar, or competing commodity.

(4) DEFINITION.—For purposes of paragraph
(1)(B), the extension of any credit or guarantee
by the Bank will cause substantial injury if the
amount of the capacity for production estab-
lished, or the amount of the increase in such ca-
pacity expanded, by such credit or guarantee
equals or exceeds 1 percent of United States pro-
duction.
(f) Authority to deny application for assistance

based on fraud or corruption by party in-
volved in the transaction

In addition to any other authority of the
Bank, the Bank may deny an application for as-
sistance with respect to a transaction if the
Bank has substantial credible evidence that any
party to the transaction or any party involved
in the transaction has committed an act of
fraud or corruption in connection with the
transaction.

(July 31, 1945, ch. 341, § 2, 59 Stat. 526; Dec. 28,
1945, ch. 602, 59 Stat. 666; June 9, 1947, ch. 101, § 1,
61 Stat. 130; May 21, 1953, ch. 64, § 1, 67 Stat. 28;
Pub. L. 87–311, Sept. 26, 1961, 75 Stat. 673; Pub. L.
88–101, § 1(a), Aug. 20, 1963, 77 Stat. 128; Pub. L.
90–267, § 1(a)–(c), Mar. 13, 1968, 82 Stat. 47–49; Pub.
L. 92–126, § 1(b)(1), (2), (5), (6), Aug. 17, 1971, 85
Stat. 345, 346; Pub. L. 93–646, §§ 2–6, 13, Jan. 4,
1975, 88 Stat. 2333–2335, 2337; Pub. L. 95–143, §§ 1–3,
Oct. 26, 1977, 91 Stat. 1210; Pub. L. 95–630, title
XIX, §§ 1902–1904, 1907(a), 1909, 1910, 1915, 1916,
Nov. 10, 1978, 92 Stat. 3724–3727; Pub. L. 96–470,
title II, § 210, Oct. 19, 1980, 94 Stat. 2245; Pub. L.
98–181, title VI, §§ 612, 616(a), 617, 618(a), (c),
619(b)–(d), 620(a), 622, Nov. 30, 1983, 97 Stat. 1255,
1257, 1258, 1260, 1261; Pub. L. 99–440, title II, § 204,
Oct. 2, 1986, 100 Stat. 1096; Pub. L. 99–472, §§ 2–11,
20(a), Oct. 15, 1986, 100 Stat. 1200–1203, 1209; Pub.
L. 99–514, § 2, Oct. 22, 1986, 100 Stat. 2095; Pub. L.
100–418, title III, § 3304, Aug. 23, 1988, 102 Stat.
1384; Pub. L. 100–690, title IV, § 4703, Nov. 18, 1988,
102 Stat. 4293; Pub. L. 101–240, title I, §§ 101(a),
(c), (d), 102, Dec. 19, 1989, 103 Stat. 2493–2495; Pub.
L. 101–513, title V, § 562(part), Nov. 5, 1990, 104
Stat. 2031; Pub. L. 101–623, § 16, Nov. 21, 1990, 104
Stat. 3357; Pub. L. 102–145, § 121(2), (3), Oct. 28,
1991, as added Pub. L. 102–266, § 102, Apr. 1, 1992,
106 Stat. 95; Pub. L. 102–429, title I, §§ 104, 105, 107,

109(a), 110–112(d), 114, 116, 121(a), Oct. 21, 1992, 106
Stat. 2189, 2190, 2193–2196, 2198; Pub. L. 102–583,
§§ 6(c), 12(a), (c)(1)(A), Nov. 2, 1992, 106 Stat. 4932,
4935; Pub. L. 103–149, § 4(b)(5), Nov. 23, 1993, 107
Stat. 1505; Pub. L. 103–236, title VIII, § 825, Apr.
30, 1994, 108 Stat. 514; Pub. L. 103–428, § 1(a), (b),
Oct. 31, 1994, 108 Stat. 4375; Pub. L. 103–447, title
I, § 102(a), Nov. 2, 1994, 108 Stat. 4693; Pub. L.
104–201, div. A, title XIII, § 1303(a), Sept. 23, 1996,
110 Stat. 2702; Pub. L. 105–121, §§ 5, 7(a), 9–12, Nov.
26, 1997, 111 Stat. 2529, 2530; Pub. L. 106–569, title
XI, §§ 1103(d)(1), 1104(a)(1), (2), Dec. 27, 2000, 114
Stat. 3031; Pub. L. 107–189, §§ 2, 6(a), (b), 7–8(b), 11,
13, 15–19, 21, 24(a)(1)–(2)(D), (b)(1)–(3), June 14,
2002, 116 Stat. 698, 700, 704–709.)

AMENDMENT OF SECTION

For termination of amendment by section 1(c)
of Pub. L. 103–428, see Effective and Termi-
nation Dates of 1994 Amendments note below.

REFERENCES IN TEXT

The Federal Credit Reform Act of 1990, referred to in
subsec. (b)(1)(B), is title V of Pub. L. 93–344, as added by
Pub. L. 101–508, title XIII, § 13201(a), Nov. 5, 1990, 104
Stat. 1388–609, which is classified generally to sub-
chapter III (§ 661 et seq.) of chapter 17A of Title 2, The
Congress. For complete classification of this Act to the
Code, see Short Title note set out under section 621 of
Title 2 and Tables.

The Foreign Corrupt Practices Act of 1977, referred to
in subsec. (b)(1)(B), (L), is title I of Pub. L. 95–213, Dec.
19, 1977, 91 Stat. 1494, as amended, which enacted sec-
tions 78dd–1 to 78dd–3 of Title 15, Commerce and Trade,
and amended sections 78m and 78ff of Title 15. For com-
plete classification of this Act to the Code, see Short
Title of 1977 Amendment note set out under section 78a
of Title 15 and Tables.

The Arms Export Control Act, referred to in subsec.
(b)(1)(B), (L), (6)(F), is Pub. L. 90–629, Oct. 22, 1968, 82
Stat. 1320, as amended, which is classified principally
to chapter 39 (§ 2751 et seq.) of Title 22, Foreign Rela-
tions and Intercourse. For complete classification of
this Act to the Code, see Short Title note set out under
section 2751 of Title 22 and Tables.

The International Emergency Economic Powers Act,
referred to in subsec. (b)(1)(B), (L), is title II of Pub. L.
95–223, Dec. 28, 1977, 91 Stat. 1626, as amended, which is
classified generally to chapter 35 (§ 1701 et seq.) of Title
50, War and National Defense. For complete classifica-
tion of this Act to the Code, see Short Title note set
out under section 1701 of Title 50 and Tables.

The Export Administration Act of 1979, referred to in
subsec. (b)(1)(B), (L), is Pub. L. 96–72, Sept. 29, 1979, 93
Stat. 503, as amended, which is classified principally to
section 2401 et seq. of Title 50, Appendix, War and Na-
tional Defense. For complete classification of this Act
to the Code, see Short Title note set out under section
2401 of Title 50, Appendix, and Tables.

Section 2151q of title 22, referred to in subsec.
(b)(1)(C), was repealed by Pub. L. 96–533, title III,
§ 304(g), Dec. 16, 1980, 94 Stat. 3147. See section
2151d(a)(2), (b)(2), (c) of Title 22, Foreign Relations and
Intercourse.

The Tariff Act of 1930, referred to in subsec.
(e)(2)(A)(i), (B), is act June 17, 1930, ch. 497, 46 Stat. 590,
as amended. Title VII of the Act is classified generally
to subtitle IV (§ 1671 et seq.) of chapter 4 of Title 19,
Customs Duties. For complete classification of this Act
to the Code, see section 1654 of Title 19 and Tables.

The Trade Act of 1974, referred to in subsec.
(e)(2)(A)(ii), (D), is Pub. L. 93–618, Jan. 3, 1975, 88 Stat.
1978, as amended. Title II of the Act is classified gener-
ally to subchapter II (§ 2251 et seq.) of chapter 12 of
Title 19, Customs Duties. For complete classification of
this Act to the Code, see section 2101 of Title 19 and
Tables.
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CODIFICATION

Section 1(c) of Pub. L. 90–267 added pars. (2) to (5) of
subsec. (b) and another section of Pub. L. 90–267 also
designated 1(c) substituted ‘‘$3,500,000,000’’ for
‘‘$2,000,000,000’’ in subsec. (c)(1). See, also, 1968 Amend-
ments hereunder.

AMENDMENTS

2002—Subsec. (a)(1). Pub. L. 107–189, § 2, substituted
‘‘The objects and purposes of the Bank shall be to aid
in financing and to facilitate exports of goods and serv-
ices, imports, and the exchange of commodities and
services between the United States or any of its terri-
tories or insular possessions and any foreign country or
the agencies or nationals of any such country, and in so
doing to contribute to the employment of United
States workers. The Bank’s objective in authorizing
loans, guarantees, insurance, and credits shall be to
contribute to maintaining or increasing employment of
United States workers.’’ for ‘‘The objects and purposes
of the bank shall be to aid in financing and to facilitate
exports and imports and the exchange of commodities
and services between the United States or any of its
Territories or insular possessions and any foreign coun-
try or the agencies or nationals thereof.’’

Subsec. (b)(1)(A). Pub. L. 107–189, §§ 11, 13(b), sub-
stituted ‘‘not later than June 30 of each year’’ for ‘‘on
an annual basis’’ in fourth sentence, inserted ‘‘(includ-
ing through use of market windows)’’ after ‘‘which for-
eign exporters compete with the United States export-
ers’’ in fifth sentence, inserted ‘‘With respect to the
preceding sentence, the Bank shall use all available in-
formation to estimate the annual amount of export fi-
nancing available from each government and govern-
ment-related agency.’’ after fifth sentence, and in-
serted at end ‘‘The Bank shall include in the annual re-
port a description of all Bank transactions which shall
be classified according to their principal purpose, such
as to correct a market failure or to provide matching
support. The Bank shall include in the annual report a
description of the efforts undertaken under subpara-
graph (K).’’

Subsec. (b)(1)(B). Pub. L. 107–189, §§ 15, 17, 21, 24(a)(1),
substituted ‘‘Committee on Financial Services of the
House of Representatives’’ for ‘‘Committee on Banking
and Financial Services of the House of Representa-
tives’’ and inserted ‘‘(including, when relevant, a for-
eign nation’s lack of cooperation in efforts to eradicate
terrorism)’’ after ‘‘international terrorism’’, ‘‘the en-
forcement of the Foreign Corrupt Practices Act of 1977,
the Arms Export Control Act, the International Emer-
gency Economic Powers Act, or the Export Administra-
tion Act of 1979,’’ after ‘‘nuclear proliferation,’’ and
‘‘(such as are provided in the Universal Declaration of
Human Rights adopted by the United Nations General
Assembly on December 10, 1948)’’ after ‘‘human rights’’.

Subsec. (b)(1)(E)(iii)(II). Pub. L. 107–189, § 7(b), in-
serted ‘‘, with particular emphasis on conducting out-
reach and increasing loans to socially and economi-
cally disadvantaged small business concerns (as defined
in section 637(a)(4) of title 15), small business concerns
(as defined in section 632(a) of title 15) owned by
women, and small business concerns (as defined in sec-
tion 632(a) of title 15) employing fewer than 100 employ-
ees,’’ after ‘‘Bank’’.

Subsec. (b)(1)(E)(v). Pub. L. 107–189, § 7(a), substituted
‘‘20 percent’’ for ‘‘10 percent’’.

Subsec. (b)(1)(E)(x). Pub. L. 107–189, § 8(a), added cl.
(x).

Subsec. (b)(1)(H)(ii), (iii). Pub. L. 107–189, § 24(b)(1),
made technical amendment to reference in original act
which appears in text as reference to section 5402 of
title 22.

Subsec. (b)(1)(J). Pub. L. 107–189, § 8(b), added subpar.
(J).

Subsec. (b)(1)(K). Pub. L. 107–189, § 13(a), added subpar.
(K).

Subsec. (b)(1)(L). Pub. L. 107–189, § 19, added subpar.
(L).

Subsec. (b)(6)(D)(i)(III). Pub. L. 107–189, § 24(a)(2)(A),
substituted ‘‘Committee on Financial Services of the
House of Representatives’’ for ‘‘Committee on Banking,
Finance and Urban Affairs of the House of Representa-
tives’’.

Subsec. (b)(6)(E). Pub. L. 107–189, § 24(b)(3), substituted
‘‘internationally’’ for ‘‘international’’.

Subsec. (b)(6)(H). Pub. L. 107–189, § 24(a)(2)(B), sub-
stituted ‘‘Committee on Financial Services of the
House of Representatives’’ for ‘‘Committee on Banking,
Finance and Urban Affairs of the House of Representa-
tives’’.

Subsec. (b)(6)(I)(i)(II), (iii). Pub. L. 107–189,
§ 24(a)(2)(C), (D), substituted ‘‘Committees on Financial
Services’’ for ‘‘Committees on Banking, Finance and
Urban Affairs’’.

Subsec. (b)(9)(A). Pub. L. 107–189, § 6(b), inserted ‘‘, in
consultation with the Secretary of Commerce and the
Trade Promotion Coordinating Committee,’’ after
‘‘shall’’.

Subsec. (b)(9)(B)(iii). Pub. L. 107–189, § 6(a), amended
cl. (iii) generally. Prior to amendment, cl. (iii) read as
follows: ‘‘The advisory committee shall terminate 4
years after November 26, 1997.’’

Subsec. (b)(12). Pub. L. 107–189, § 24(b)(2), realigned
margins.

Subsec. (e)(2) to (4). Pub. L. 107–189, § 18, substituted
‘‘Paragraphs (1) and (2)’’ for ‘‘Paragraph (1)’’ in par. (2),
added a new par. (2), and redesignated former pars. (2)
and (3) as (3) and (4), respectively.

Subsec. (f). Pub. L. 107–189, § 16, added subsec. (f).
2000—Subsec. (b)(1)(A). Pub. L. 106–569, § 1103(d)(1),

substituted ‘‘The Bank shall, on an annual basis, re-
port’’ for ‘‘The Bank shall, on a annual basis, report’’
and inserted at end ‘‘The annual report required under
this subparagraph shall include the report required
under section 635i–3(g) of this title.’’

Subsec. (b)(1)(D). Pub. L. 106–569, § 1104(a)(1), struck
out ‘‘(i)’’ after ‘‘(D)’’ and struck out cl. (ii) which read
as follows: ‘‘The Bank shall include in its annual report
a summary of its programs regarding the export of
services.’’

Subsec. (b)(8). Pub. L. 106–569, § 1104(a)(2), struck out
at end ‘‘The Bank shall include in the report to Con-
gress under section 635g(a) of this title a description of
the measures undertaken by it pursuant to this sub-
section.’’

1997—Subsec. (b)(1)(A). Pub. L. 105–121, § 10, in first
sentence, substituted ‘‘real income, a commitment to
reinvestment and job creation, and the increased devel-
opment of the productive resources of the United
States’’ for ‘‘real income and to the increased develop-
ment of the productive resources of the United States’’.

Subsec. (b)(1)(B). Pub. L. 105–121, § 11, inserted ‘‘(in-
cluding child labor)’’ after ‘‘human rights’’ in penulti-
mate sentence.

Pub. L. 105–121, § 5(2), inserted at end ‘‘Each such de-
termination shall be delivered in writing to the Presi-
dent of the Bank, shall state that the determination is
made pursuant to this section, and shall specify the ap-
plications or categories of applications for credit which
should be denied by the Bank in furtherance of the na-
tional interest.’’

Pub. L. 105–121, § 5(1), in penultimate sentence, in-
serted ‘‘, after consultation with the Committee on
Banking and Financial Services of the House of Rep-
resentatives and the Committee on Banking, Housing,
and Urban Affairs of the Senate,’’ after ‘‘President’’.

Subsec. (b)(1)(I). Pub. L. 105–121, § 9, added subpar. (I).
Subsec. (b)(9). Pub. L. 105–121, § 7(a), added par. (9).
Subsec. (b)(12). Pub. L. 105–121, § 12, added par. (12).
1996—Subsec. (b)(4). Pub. L. 104–201 amended par. (4)

generally, restating provisions of former single par. as
subpars. (A) to (F) with addition of provisions relating
to persons knowingly aiding or abetting non-nuclear-
weapon states to acquire nuclear explosive devices or
unsafeguarded special nuclear material and requiring
Secretary of State to initiate consultations with gov-
ernments having jurisdiction over such persons.

1994—Subsec. (b)(4). Pub. L. 103–236 inserted ‘‘(as de-
fined in section 6305(4) of title 22), or that any country
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has willfully aided or abetted any non-nuclear-weapon
state (as defined in section 6305(5) of title 22) to acquire
any such nuclear explosive device or to acquire unsafe-
guarded special nuclear material (as defined in section
6305(8) of title 22).’’ after ‘‘device’’ at end of first sen-
tence.

Subsec. (b)(6)(C)(ii). Pub. L. 103–447 substituted ‘‘de-
fined in section 2291(e) of title 22’’ for ‘‘determined
under section 2291j(h) or 2291(e), as appropriate, of title
22’’.

Subsec. (b)(6)(H). Pub. L. 103–428, § 1(b), (c), tempo-
rarily inserted ‘‘or described in subparagraph (I)(i)’’ be-
fore period at end of first sentence. See Effective and
Termination Dates of 1994 Amendments note below.

Subsec. (b)(6)(I). Pub. L. 103–428, § 1(a), (c), tempo-
rarily added subpar. (I). See Effective and Termination
Dates of 1994 Amendments note below.

1993—Subsec. (b)(9). Pub. L. 103–149 struck out par. (9)
which prohibited the Bank from taking certain actions
with respect to business affecting Republic of South Af-
rica.

1992—Subsec. (a)(3). Pub. L. 102–429, § 121(a)(1), struck
out ‘‘(A) IN GENERAL.—’’ before ‘‘To enhance the me-
dium-term’’, redesignated cls. (i) to (iv) as subpars. (A)
to (D), respectively, and struck out former subpar. (B)
which read as follows: ‘‘REPORT REQUIRED.—Not later
than April 15, 1988, the Bank shall transmit a report to
the Congress analyzing the measures adopted to en-
hance medium-term financing.’’

Subsec. (b)(1)(A). Pub. L. 102–429, § 121(a)(2), added sen-
tence at end and struck out former last sentence which
read as follows: ‘‘The Bank shall also include in the an-
nual report a description of each loan by the Bank in-
volving the export of any product or service related to
the production, refining or transportation of any type
of energy or the development of any energy resource
with a statement assessing the impact, if any, on the
availability of such products, services, or energy sup-
plies thus developed for use within the United States.’’

Subsec. (b)(1)(B). Pub. L. 102–429, § 104, inserted after
first semicolon in fifth sentence ‘‘that the Bank, in de-
termining whether to provide support for a transaction
under the loan, guarantee, or insurance program, or
any combination thereof, shall consider the need to in-
volve private capital in support of United States ex-
ports as well as the cost of the transaction as cal-
culated in accordance with the requirements of the
Federal Credit Reform Act of 1990;’’.

Subsec. (b)(1)(E)(v). Pub. L. 102–429, § 121(a)(3), sub-
stituted ‘‘not less than 10 percent of such authority for
each fiscal year.’’ for ‘‘not less than—

‘‘(I) 6 per centum of such authority for fiscal year
1984;

‘‘(II) 8 per centum of such authority for fiscal year
1985; and

‘‘(III) 10 per centum of such authority for fiscal
year 1986 and thereafter.’’
Pub. L. 102–429, § 116, inserted ‘‘directly’’ after ‘‘to fi-

nance exports’’.
Subsec. (b)(1)(H). Pub. L. 102–429, § 114, added subpar.

(H).
Subsec. (b)(2)(B). Pub. L. 102–429, § 110, amended sub-

par. (B) generally. Prior to amendment, subpar. (B)
read as follows:

‘‘(i) IN GENERAL.—For the purposes of this paragraph,
the term ‘Marxist-Leninist country’ means any coun-
try which—

‘‘(I) maintains a centrally planned economy based
on the principles of Marxist-Leninism, or

‘‘(II) is economically and militarily dependent on
the Union of Soviet Socialist Republics or on any
other Marxist-Leninist country.
‘‘(ii) SPECIFIC COUNTRIES DEEMED TO BE MARXIST-LEN-

INIST.—Unless otherwise determined by the President
in the manner provided in subparagraph (C), the follow-
ing countries are deemed to be Marxist-Leninist coun-
tries for purposes of this paragraph:

‘‘Cambodian People’s Republic.
‘‘Cooperative Republic of Guyana.
‘‘Czechoslovak Socialist Republic.

‘‘Democratic People’s Republic of Korea.
‘‘Democratic Republic of Afghanistan.
‘‘Estonia.
‘‘German Democratic Republic.
‘‘Hungarian People’s Republic.
‘‘Lao People’s Democratic Republic.
‘‘Latvia.
‘‘Lithuania.
‘‘Mongolian People’s Republic.
‘‘People’s Democratic Republic of Yemen.
‘‘People’s Republic of Albania.
‘‘People’s Republic of Angola.
‘‘People’s Republic of Benin.
‘‘People’s Republic of Bulgaria.
‘‘People’s Republic of China.
‘‘People’s Republic of the Congo.
‘‘People’s Republic of Mozambique.
‘‘Polish People’s Republic.
‘‘Republic of Cuba.
‘‘Republic of Nicaragua.
‘‘Socialist Ethiopia.
‘‘Socialist Federal Republic of Yugoslavia.
‘‘Socialist Republic of Romania.
‘‘Socialist Republic of Vietnam.
‘‘Surinam.
‘‘Tibet.
‘‘Union of Soviet Socialist Republics (including its

captive constituent republics).’’
Subsec. (b)(6)(A). Pub. L. 102–583, § 12(c)(1)(A), which

directed the substitution of ‘‘, except as otherwise pro-
vided in subparagraph (B).’’ for ‘‘designated’’ and all
that follows through the end of the subparagraph could
not be executed because the words did not appear sub-
sequent to the amendment by Pub. L. 102–429, § 112(d)(1).
See below.

Pub. L. 102–429, § 112(d)(1), struck out before period at
end ‘‘designated under section 4916 of title 26 as an eco-
nomically less developed country for purposes of the
tax imposed by section 4911 of title 26. The prohibitions
set forth in this subparagraph shall not apply with re-
spect to any transaction the consummation of which
the President determines would be in the national in-
terest and reports such determination (within thirty
days after making the same) to the Senate and House
of Representatives. In making any such determination
the President shall take into account, among other
considerations, the national interest in avoiding arms
races among countries not directly menaced by the So-
viet Union or by Communist China; in avoiding arming
military dictators who are denying social progress to
their own peoples; and in avoiding expenditures by de-
veloping countries of scarce foreign exchange needed
for peaceful economic progress’’.

Subsec. (b)(6)(B). Pub. L. 102–429, § 112(d)(2)(A), struck
out ‘‘, and section 32 of the Arms Export Control Act,’’
after ‘‘Subparagraph (A)’’.

Subsec. (b)(6)(B)(iii). Pub. L. 102–583, § 6(c)(1), sub-
stituted ‘‘section 2291j(e) of title 22’’ for ‘‘section
2291(h)(5) of title 22’’.

Subsec. (b)(6)(B)(iv), (v). Pub. L. 102–429, § 112(a)(1), (2),
(d)(2)(B), inserted ‘‘and’’ at end of cl. (iv) and sub-
stituted ‘‘articles or services.’’ for ‘‘articles and serv-
ices; and’’ at end of cl. (v).

Subsec. (b)(6)(B)(vi). Pub. L. 102–583, § 12(a), which di-
rected the substitution of ‘‘1997’’ for ‘‘1992’’ in cl. (vi),
could not be executed because cl. (vi) was struck out by
Pub. L. 102–429, § 112(a)(3). See below.

Pub. L. 102–429, § 112(a)(3), struck out cl. (vi) which
read as follows: ‘‘the sale is made on or before Septem-
ber 30, 1992.’’

Subsec. (b)(6)(C)(ii). Pub. L. 102–583, § 6(c)(2), sub-
stituted ‘‘determined under section 2291j(h) or 2291(e),
as appropriate, of title 22’’ for ‘‘defined in section
2291(i) of title 22’’.

Subsec. (b)(6)(D)(i). Pub. L. 102–429, § 112(b), (d)(3),
struck out ‘‘and’’ at end of subcl. (I), added subcl. (II),
redesignated former subcl. (II) as (III), and substituted
‘‘determinations have’’ for ‘‘determination has’’ in
subcl. (III).

Subsec. (b)(6)(D)(ii). Pub. L. 102–429, § 112(d)(4), sub-
stituted ‘‘clause’’ for ‘‘sentence’’ before period at end.
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Subsec. (b)(6)(G). Pub. L. 102–429, § 112(d)(5), sub-
stituted ‘‘or services’’ for ‘‘and services’’.

Subsec. (b)(6)(H). Pub. L. 102–429, § 112(c), added sub-
par. (H).

Subsec. (b)(11), (12). Pub. L. 102–429, § 111, redesignated
par. (12) as (11), substituted ‘‘The President’’ for ‘‘Not-
withstanding any determination by the President
under paragraph (2) or (11), the’’, and struck out former
par. (11) which read as follows: ‘‘PROHIBITION RELATING
TO ANGOLA.—Notwithstanding any determination by
the President under paragraph (2), the Bank may not
guarantee, insure, or extend credit (or participate in
the extension of credit) in connection with any export
of goods or services, except food or agricultural com-
modities, to the People’s Republic of Angola until the
President certifies to the Congress that no combatant
forces or military advisors of the Republic of Cuba or
of any other Marxist-Leninist country (as such term is
defined in paragraph (2)(B)) remain in Angola.’’

Subsec. (c)(1). Pub. L. 102–429, § 109(a), amended par.
(1) generally. Prior to amendment, par. (1) read as fol-
lows: ‘‘The Bank is authorized and empowered to
charge against the limitations imposed by section 635e
of this title, not less than 25 per centum of the related
contractual liability which the Bank incurs for guaran-
tees, insurance, coinsurance, and reinsurance against
political and credit risks of loss. The aggregate amount
of guarantees, insurance, coinsurance, and reinsurance
which may be charged on this fractional basis pursuant
to this section shall not exceed $25,000,000,000 outstand-
ing at any one time. Fees and premiums shall be
charged in connection with such contracts commensu-
rate, in the judgment of the Bank, with risks covered.’’

Subsec. (c)(3). Pub. L. 102–429, § 105, designated exist-
ing provisions as subpar. (A), inserted heading, and
added subpar. (B).

Subsec. (d)(2) to (5). Pub. L. 102–429, § 107, added pars.
(2) to (5) and struck out former pars. (2) and (3) which
read as follows:

‘‘(2) In furtherance of such effort, the Chairman of
the Bank shall review Bank policies and programs in
regard to this issue, and in coordination with the
United States Trade Representative and the appro-
priate agencies of the Department of State, the Depart-
ment of the Treasury, and the Department of Com-
merce, undertake actions designed to promote equal
and nondiscriminatory opportunities to bid for insur-
ance in connection with all aspects of international
trade activities.

‘‘(3) The Bank shall report to the Committee or
Banking, Finance and Urban Affairs of the House of
Representatives and the Committee on Banking, Hous-
ing, and Urban Affairs of the Senate not later than May
15, 1984, regarding—

‘‘(A) the existing obstacles to equal and non-
discriminatory bidding for insurance related to trans-
actions assisted by the Bank;

‘‘(B) the efforts that the Bank has taken in address-
ing such problems; and

‘‘(C) recommendations for such legislative or ad-
ministrative actions as the Bank considers nec-
essary.’’
Subsec. (f). Pub. L. 102–429, § 121(a)(4), struck out sub-

sec. (f) which related to interest subsidy payments.
1991—Subsec. (b)(3). Pub. L. 102–145, § 121(2), (3), as

added by Pub. L. 102–266, amended par. (3) in introduc-
tory provisions by redesignating cl. (iii) as (ii) and
striking out ‘‘(ii) in an amount which equals or exceeds
$25,000,000 for the export of goods or services involving
research, exploration, or production of fossil fuel en-
ergy resources in the Union of Soviet Socialist Repub-
lics,’’.

1990—Subsec. (b)(6)(B)(vi). Pub. L. 101–513 and Pub. L.
101–623 amended cl. (vi) identically, substituting ‘‘1992’’
for ‘‘1990’’.

1989—Subsec. (a)(1). Pub. L. 101–240, § 101(c), sub-
stituted ‘‘Subject to regulations which the Bank shall
issue pursuant to section 553 of title 5, the Bank may’’
for ‘‘The Bank may’’ in sixth sentence and inserted be-
fore period ‘‘, and may accept reimbursement for travel

and subsistence expenses incurred by a director, officer,
or employee of the Bank, in accordance with sub-
chapter I of chapter 57 of title 5’’ and inserted before
period in seventh sentence ‘‘and shall be offset against
the expenses of the Bank for such activities’’.

Subsec. (b)(6)(G). Pub. L. 101–240, § 101(d), substituted
‘‘subparagraphs (B), (C), (D), and (F)’’ for ‘‘this para-
graph’’.

Subsec. (b)(12). Pub. L. 101–240, § 102, added par. (12).
Subsec. (f)(2). Pub. L. 101–240, § 101(a)(1), redesignated

par. (3) as (2) and struck out former par. (2) which read
as follows: ‘‘AUTHORITY TO MAKE PAYMENTS SUBJECT TO
MINIMUM AMOUNT OF DIRECT LOAN AUTHORITY.—The au-
thority to enter into commitments to make interest
subsidy payments under paragraph (1) shall be effective
for any fiscal year only if the aggregate principal
amount of direct loans the Bank may obligate in such
fiscal year is equal to or greater than $700,000,000.’’

Subsec. (f)(3). Pub. L. 101–240, § 101(a)(1), (2), redesig-
nated par. (4) as (3) and amended it generally. Prior to
amendment, such par. read as follows:

‘‘(A) IN GENERAL.—Subject to subparagraph (B), there
are authorized to be appropriated to the Bank, for any
fiscal year beginning after fiscal year 1986, such sums
as may be necessary to carry out the purposes of this
subsection.

‘‘(B) BUDGET SCORING.—No amount is authorized to be
appropriated for commitments to make interest sub-
sidy payments on loans for which the Bank extends a
loan guarantee commitment if any amount of such loan
guarantee commitment is scored as budget authority in
any estimate of budget authority prepared pursuant to
any provision of the Congressional Budget and Im-
poundment Control Act of 1974.’’ Former par. (3) redes-
ignated (2).

Subsec. (f)(4), (5). Pub. L. 101–240, § 101(a)(1), (3), redes-
ignated par. (5) as (4) and substituted ‘‘1991’’ for ‘‘1988’’.
Former par. (4) redesignated (3).

1988—Subsec. (b)(6). Pub. L. 100–690 designated exist-
ing provision as subpar. (A), substituted ‘‘subpara-
graph’’ for ‘‘paragraph’’, and added subpars. (B) to (G).

Subsec. (e)(1)(A)(i). Pub. L. 100–418, § 3304(a), sub-
stituted ‘‘commodity will first be sold’’ for ‘‘productive
capacity is expected to become operative’’.

Subsec. (e)(2). Pub. L. 100–418, § 3304(b), substituted
‘‘short- and long-term injury’’ for ‘‘injury’’ and ‘‘pro-
ducers and employment’’ for ‘‘producers’’.

Subsec. (e)(3). Pub. L. 100–418, § 3304(c), added par. (3).
1986—Subsec. (a)(1). Pub. L. 99–472, § 2, inserted provi-

sions which related to imposition and collection of rea-
sonable fees by Bank to cover costs of conferences and
seminars sponsored, and publications provided, by
Bank, and credit of amounts thus received to fund
which initially paid for such activities.

Subsec. (a)(3). Pub. L. 99–472, § 4, added par. (3).
Subsec. (b)(1)(B). Pub. L. 99–472, §§ 3, 5, substituted

‘‘need not be identical in all respects to those’’ for
‘‘need not be equivalent to those’’ and inserted provi-
sions which prohibited Bank from imposing credit ap-
plication fee unless Bank’s fee is competitive with av-
erage fee charged by Bank’s primary foreign competi-
tors, and option of paying fee at outset of, or over life
of, loan is given to borrower or exporter, and present
value of fee determined under either option is same
amount.

Subsec. (b)(1)(E)(ix). Pub. L. 99–472, § 6, added cl. (ix).
Subsec. (b)(1)(G). Pub. L. 99–472, § 7, added subpar. (G).
Subsec. (b)(2). Pub. L. 99–472, § 8, amended par. (2) gen-

erally. Prior to amendment, par. (2) read as follows:
‘‘The Bank in the exercise of its functions shall not
guarantee, insure, or extend credit, or participate in
any extension of credit—

‘‘(A) in connection with the purchase or lease of
any product by a Communist country (as defined in
section 2370(f) of title 22), or agency, or national
thereof, or

‘‘(B) in connection with the purchase or lease of
any product by any other foreign country, or agency
or national thereof, if the product to be purchased or
leased by such other country, agency, or national is,
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to the knowledge of the Bank, principally for use in,
or sale or lease to, a Communist country (as so de-
fined),

unless the President determines that guarantees, insur-
ance, or extensions of credit in connection therewith to
such Communist or such other country or agency or na-
tional thereof would be in the national interest. The
President shall make a separate determination with re-
spect to each transaction in which the bank would ex-
tend a loan to such Communist or other country, or
agency, or national thereof an amount of $50,000,000 or
more. Any determination required under the first sen-
tence of this paragraph shall be reported to the Con-
gress not later than the earlier of thirty days following
the date of such determination, or the date on which
the Bank takes final action on a transaction which is
the first transaction involving such country or agency
or national after January 4, 1975, unless a determina-
tion with respect to such country or agency or national
has been made and reported prior to January 4, 1975.
Any determination required to be made under the sec-
ond sentence of this paragraph shall be reported to the
Congress not later than the earlier of thirty days fol-
lowing the date of such determination or the date on
which the Bank takes final action on the transaction
involved.’’

Subsec. (b)(6). Pub. L. 99–514 substituted ‘‘Internal
Revenue Code of 1986’’ for ‘‘Internal Revenue Code of
1954’’, which for purposes of codification was translated
as ‘‘title 26’’ thus requiring no change in text.

Subsec. (b)(9). Pub. L. 99–440 designated existing pro-
visions of par. (9) as subpar. (A), substituted ‘‘Except as
provided in subparagraph (B), in no event’’ for ‘‘In no
event’’, and added subpar. (B).

Subsec. (b)(11). Pub. L. 99–472, § 9, added par. (11).
Subsec. (c)(3). Pub. L. 99–472, § 10, added par. (3).
Subsecs. (e), (f). Pub. L. 99–472, §§ 11, 20(a), added sub-

secs. (e) and (f).
1983—Subsec. (a)(1). Pub. L. 98–181, § 616(a)(1), sub-

stituted ‘‘the exchange of commodities and services’’
for ‘‘the exchange of commodities’’.

Subsec. (a)(2). Pub. L. 98–181, § 622, added par. (2).
Subsec. (b)(1)(A). Pub. L. 98–181, §§ 612(a), 616(a)(2), in

second sentence inserted ‘‘in all its programs’’ after
‘‘To meet this objective’’, inserted ‘‘fully’’ after ‘‘other
conditions which are’’, and substituted ‘‘exports of
goods and services’’ for ‘‘exports’’.

Subsec. (b)(1)(B). Pub. L. 98–181, §§ 612(b), (c), 618(a)(1),
substituted provisions that loans under this section
shall bear interest at rates consistent with the Bank’s
mandate to support exports at rates and on terms and
conditions which are fully competitive with exports of
other countries, and consistent with international
agreements, and that such rates, terms and conditions
need not be equivalent to those offered by foreign coun-
tries, but should be established so as to neutralize the
effect of such foreign credit on international sales com-
petition, and that the Board shall consider its average
cost of money in determination of interest rates, where
such consideration does not impair the Bank’s function
of expanding exports through fully competitive financ-
ing for provisions that loans made by the Bank had to
be at interest at rates determined by the Board of Di-
rectors of the Bank, taking into consideration the aver-
age cost of money to the Bank as well as the Bank’s
mandate to support United States exports at rates and
on terms and conditions which were competitive with
exports of other countries; inserted ‘‘export trading
companies,’’ after ‘‘independent export firms,’’; and
struck out provision which required the Bank to give
due recognition to the policy stated in section 631(a) of
Title 15 that the government should aid, counsel, as-
sist, and protect the interests of small business in order
to preserve free competitive enterprise, and that in fur-
therance of this policy the Board of Directors had to
designate an officer of the Bank to handle small busi-
ness concerns, including advising small businessmen
and maintaining liaison with the Small Business Ad-
ministration and other departments and agencies in
matters affecting small business concerns.

Subsec. (b)(1)(D). Pub. L. 98–181, § 616(a)(3), added sub-
par. (D).

Subsec. (b)(1)(E). Pub. L. 98–181, § 618(a)(2), added sub-
par. (E).

Subsec. (b)(1)(F). Pub. L. 98–181, § 618(c), added subpar.
(F).

Subsec. (b)(3). Pub. L. 98–181, § 619(b), substituted ‘‘no
loan or financial guarantee or general guarantee or in-
surance facility’’ for ‘‘no loan or financial guarantee’’
in provisions preceding subpar. (A).

Subsec. (b)(3)(A). Pub. L. 98–181, § 619(c), inserted lan-
guage limiting existing provisions to loans or financial
guarantees, designated existing provisions as cls. (i),
(ii), and (iii), and added cl. (iv).

Subsec. (b)(4). Pub. L. 98–181, § 620(a), substituted ‘‘the
Secretary’’ for ‘‘he’’ before ‘‘determines that any coun-
try’’ in first sentence, and before ‘‘has determined to
have so acted’’ in second sentence.

Subsec. (b)(7) to (10). Pub. L. 98–181, § 619(d), redesig-
nated second par. (7) and par. (8), as added by Pub. L.
95–630, as pars. (8) and (9), respectively, and added par.
(10).

Subsec. (d). Pub. L. 98–181, § 617, added subsec. (d).
1980—Subsec. (b)(1)(A). Pub. L. 96–470 substituted ‘‘an-

nual’’ for ‘‘semiannual’’ in three places.
1978—Subsec. (b)(1)(A). Pub. L. 95–630, § 1910, sub-

stituted ‘‘manufactured goods, agricultural products,
and other goods and services’’ for ‘‘goods and related
services’’.

Subsec. (b)(1)(B). Pub. L. 95–630, §§ 1904, 1916, inserted
‘‘that the Bank should give emphasis to assisting new
and small business entrants in the agricultural export
market, and shall, in cooperation with other relevant
Government agencies, including the Commodity Credit
Corporation, develop a program of education to in-
crease awareness of export opportunities among small
agribusinesses and cooperatives;’’ after ‘‘in matters af-
fecting small business concerns;’’ and substituted ‘‘and
shall give particular emphasis to the objective of
strengthening the competitive position of the United
States exporters and thereby of expanding total United
States exports. Only in cases where the President de-
termines that such action would be in the national in-
terest where such action would clearly and importantly
advance United States policy in such areas as inter-
national terrorism, nuclear proliferation, environ-
mental protection and human rights, should the Ex-
port-Import Bank deny applications for credit for non-
financial or noncommercial considerations’’ for ‘‘and
shall also take into account, in consultation with the
Secretary of State, the observance of and respect for
human rights in the country to receive the exports sup-
ported by a loan or financial guarantee and the effect
such exports may have on human rights in such coun-
try’’.

Subsec. (b)(1)(C). Pub. L. 95–630, § 1907(a), added sub-
par. (C).

Subsec. (b)(3). Pub. L. 95–630, § 1902, substituted ‘‘Ex-
cept as provided by the fourth sentence of this para-
graph, no loan’’ for ‘‘No loan’’ and ‘‘$100,000,000’’ for
‘‘$60,000,000’’ and inserted provisions following subpar.
(B).

Subsec. (b)(7) to (9). Pub. L. 95–630, §§ 1909, 1915, added
a second par. (7) and par. (8), which were editorially
designated pars. (8) and (9). See 1983 Amendment note
above.

Subsec. (c)(1). Pub. L. 95–630, § 1903, substituted
‘‘$25,000,000,000’’ for ‘‘$20,000,000,000’’.

1977—Subsec. (b)(1)(A). Pub. L. 95–143, § 1, inserted
‘‘and shall, in cooperation with other appropriate
United States Government agencies, seek to reach
international agreements to reduce government sub-
sidized export financing’’ after ‘‘government-supported
export financing’’.

Subsec. (b)(1)(B). Pub. L. 95–143, § 2, inserted ‘‘, and
shall also take into account, in consultation with the
Secretary of State, the observance of and respect for
human rights in the country to receive the exports sup-
ported by a loan or financial guarantee and the effect
such exports may have on human rights in such coun-
try’’ after ‘‘employment in the United States’’.
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Subsec. (b)(3). Pub. L. 95–143, § 3(a), inserted ‘‘(i)’’
after ‘‘No loan or financial guarantee or combination
thereof’’ and ‘‘, or (iii) for the export of technology,
fuel, equipment, materials, or goods or services to be
used in the construction, alteration, operation, or
maintenance of nuclear power, enrichment, reprocess-
ing, research, or heavy water production facilities,’’
after ‘‘Union of Soviet Socialist Republics’’ and sub-
stituted ‘‘, (ii) in an amount’’ for ‘‘shall be finally ap-
proved by the Board of Directors of the Bank, and no
loan or financial guarantee or combination thereof’’.

Subsec. (b)(4) to (7). Pub. L. 95–143, § 3(b), (c), added
par. (4), redesignated former par. (4) as (5) and, as so re-
designated, added cl. (C), and redesignated former pars.
(5) and (6) as (6) and (7), respectively.

1975—Subsec. (a)(1). Pub. L. 93–646, § 2, inserted provi-
sions authorizing the Bank to guarantee, insure, coin-
sure, and reinsure against political and credit risks of
loss, to represent itself or to contract for representa-
tion in all legal and arbitral proceedings outside the
United States, and to publish any documents, reports,
etc., without regard to section 501 of title 44, whenever
compliance with such section would not be practicable.

Subsec. (a)(2). Pub. L. 93–646, § 13, eff. at the close of
Sept. 30, 1976, repealed par. (2), which related to inclu-
sion of receipts and disbursements of the bank in the
federal budget and exemption of such receipts and dis-
bursements from budget limitations, to the transmittal
to Congress of a budget for program activities and for
administrative expenses of the bank, and to the annual
report of the net lending of the bank.

Subsec. (b)(1). Pub. L. 93–646, § 3, designated existing
provisions as subpars. (A) and (B), and as so designated,
substituted provisions requiring a comparison of the
rates and terms of the Bank with other countries for
provisions requiring a report to include ways in which
the Bank’s terms are equal to or superior to those of
other countries, and inserted provisions requiring the
appointment of a Bank officer to be responsible for all
matters affecting small business, and to act as liaison
with the Small Business Administration and other
agencies in matters affecting small business concerns,
in order to carry out the policy of the Small Business
Act.

Subsec. (b)(2). Pub. L. 93–646, § 4, inserted provision
requiring a separate Presidential determination of na-
tional interest with respect to each transaction over
$50,000,000, and substituted provision requiring a report
to Congress either within 30 days of the President’s
finding or on the day the Bank takes final action on
the proposed credit, whichever is earlier, for provision
requiring a report of his finding to Congress within
thirty days after making such finding.

Subsec. (b)(3) to (6). Pub. L. 93–646, § 5, added par. (3)
and redesignated former pars. (3), (4), and (5) as (4), (5)
and (6), respectively.

Subsec. (c)(1). Pub. L. 93–646, § 6, removed the $10 bil-
lion limit on the Bank’s insurance authority, and in-
creased the Bank’s authority to charge such guarantees
and insurance on a fractional charge basis from $10 bil-
lion to $20 billion.

1971—Subsec. (a). Pub. L. 92–126, § 1(b)(1), designated
existing provisions as par. (1) and added par. (2).

Subsec. (b)(1). Pub. L. 92–126, § 1(b)(6), inserted provi-
sions declaring the policy of the United States to be to
foster expansion of goods and related services, contrib-
uting to the proposition and maintenance of high levels
of employment and real income and to the increased
development of the productive resources of the United
States and laid down directives to achieve this objec-
tive.

Subsec. (b)(3). Pub. L. 92–126, § 1(b)(5), substituted pro-
visions prohibiting the Bank from extending assistance
in export sales to any nation which engages in armed
conflict with the United States or to any other nation
when the export is to be used principally by or in any
nation which engages in armed conflict with the United
States and further prohibiting such assistance to any
export sales which the President determines would be
contrary to the national interest for provisions placing

limitations on the Bank’s activity in connection with
any nation which supplies goods or assistance to a
country with whom the United States is engaged in
armed conflict.

Subsec. (c)(1). Pub. L. 92–126, § 1(b)(2), increased the
amount of insurance outstanding at any one time from
‘‘$3,500,000,000’’ to ‘‘$10,000,000,000’’.

1968—Subsec. (a). Pub. L. 90–267, § 1(a), changed name
of ‘‘Export-Import Bank of Washington’’ to ‘‘Export-
Import Bank of the United States’’.

Subsec. (b)(1). Pub. L. 90–267, § 1(b), designated exist-
ing provisions as par. (1) and required the Board of Di-
rectors when authorizing loans to take into account
the possible adverse effects upon the economy of the
United States.

Subsec. (b)(2) to (5). Pub. L. 90–267, § 1(c), added pars.
(2) to (5).

Subsec. (c)(1). Pub. L. 90–267, § 1(a), (c), increased
amount of insurance outstanding at any one time from
$2,000,000,000’’ to $3,500,000,000’’ and changed name of
‘‘Export-Import Bank of Washington’’ to ‘‘Export-Im-
port Bank of the United States’’.

1963—Subsec. (c)(1). Pub. L. 88–101 substituted
‘‘$2,000,000,000’’ for ‘‘$1,000,000,000’’.

1961—Subsec. (c). Pub. L. 87–311 amended subsection
generally, and among other changes, authorized the
Bank to guarantee, insure, coinsure, and reinsure
United States exporters and foreign exporters doing
business in the United States, increased the maximum
amount of insurance, etc., outstanding at any one time
to $1,000,000,000, limited the types of risks the Bank
would insure, etc., to political and credit risks, re-
quired reserves to be maintained at not less than 25 per
centum of the related contractual liability of the Bank,
provided that for contracts of insurance, etc., only the
Bank’s liabilities represented by the aforementioned
reserves shall be considered for purposes of applying
the limitations of section 635e of this title, required the
charging of fees and premiums, and authorized issuance
of insurance, etc., to exporters, insurance companies,
financial institutions, or others, and where appro-
priate, to employ any of the same as agent, and struck
out provisions authorizing insurance for the benefit of
United States citizens against loss of tangible personal
property of United States origin, exported from the
United States, and located in a friendly country, from
hostile or warlike actions including internal strife, or
from governmental confiscation or expropriation, to
the extent owned by the assured or constituting secu-
rity for obligations owed the assured, limiting the issu-
ance of insurance to the extent that it could not be ob-
tained from private companies authorized to do busi-
ness in the United States, or from United States Gov-
ernment agencies providing marine or air war-risk in-
surance, permitting reinsurance of companies author-
ized to do an insurance business in the United States,
or to use such company or companies as agent, and lim-
iting the term of coverage of any insurance issued to
one year, subject to renewals or extensions, from time
to time, of one year periods.

1953—Subsec. (c). Act May 21, 1953, added subsec. (c).
1947—Subsec. (a). Act June 9, 1947, provided for the re-

incorporation of the Bank as a corporate agency of the
United States and specifically provided for the follow-
ing powers which the bank formerly possessed by impli-
cation: (1) to acquire stock through the enforcement of
any lien or pledge or to satisfy an indebtedness; (2) to
sue and be sued, to complain and defend in any court
of competent jurisdiction; (3) to use the United States
mails as any other executive department; and (4) after
provision for possible losses to use the net earnings as
dividends on capital stock and to deposit said dividends
as miscellaneous receipts in the Treasury.

1945—Subsec. (a). Act Dec. 28, 1945, inserted ‘‘(or the
Philippine Islands)’’ after ‘‘any foreign country’’.

EFFECTIVE AND TERMINATION DATES OF 1994
AMENDMENTS

Section 1(c) of Pub. L. 103–428, as amended by Pub. L.
105–121, § 4, Nov. 26, 1997, 111 Stat. 2529, provided that:
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‘‘The amendments made by this section [amending this
section] shall remain in effect during the period begin-
ning on the date of enactment of this Act [Oct. 31, 1994]
and ending on September 30, 2001.’’

[Pub. L. 107–229, § 129, as added by Pub. L. 107–240, § 5,
Oct. 11, 2002, 116 Stat. 1494, provided that: ‘‘Notwith-
standing section 1(c) of Public Law 103–428 [set out
above], as amended, sections 1(a) and (b) of Public Law
103–428 [amending this section] shall remain in effect
until the date specified in section 107(c) [Jan. 11,
2003].’’]

[For provisions continuing functions of Export-Im-
port Bank of the United States through June 14, 2002,
notwithstanding section 1(c) of Pub. L. 103–428, set out
above, see Continuation of Bank Functions note set out
under section 635f of this title.]

Amendment by Pub. L. 103–236 effective 60 days after
Apr. 30, 1994, see section 831 of Pub. L. 103–236, set out
as an Effective Date note under section 6301 of Title 22,
Foreign Relations and Intercourse.

EFFECTIVE DATE OF 1978 AMENDMENT

Section 1917 of title XIX of Pub. L. 95–630 provided
that: ‘‘This title [enacting sections 635a–1 to 635a–3 of
this title and section 2153e–1 of Title 42, The Public
Health and Welfare, and amending this section and sec-
tions 635e to 635g of this title] shall take effect upon en-
actment [Nov. 10, 1978].’’

SHORT TITLE OF 2002 AMENDMENT

Pub. L. 107–189, § 1(a), June 14, 2002, 116 Stat. 698, pro-
vided that: ‘‘This Act [enacting section 635i–9 of this
title, amending this section, sections 635a, 635e to 635g,
635i–3, 635i–6, and 635i–8 of this title, section 5315 of
Title 5, Government Organization and Employees, sec-
tions 9 and 11 of the Inspector General Act of 1978, Pub.
L. 95–452, set out in the Appendix to Title 5, and section
1105 of Title 31, Money and Finance, enacting provi-
sions set out as notes under this section, sections 635a,
635g, and 635i–9 of this title, and section 5315 of Title 5,
and amending provisions set out as a note under this
section] may be cited as the ‘Export-Import Bank Re-
authorization Act of 2002’.’’

SHORT TITLE OF 1997 AMENDMENT

Section 1(a) of Pub. L. 105–121 provided that: ‘‘This
Act [amending this section and sections 635a, 635f, and
635i–3 of this title, enacting provisions set out as notes
under this section and section 635f of this title, and
amending provisions set out as a note under this sec-
tion] may be cited as the ‘Export-Import Bank Reau-
thorization Act of 1997’.’’

SHORT TITLE OF 1992 AMENDMENT

Section 1(a) of Pub. L. 102–429 provided that: ‘‘This
Act [enacting sections 635i–5 to 635i–7 of this title, sec-
tion 831 of Title 2, The Congress, and sections 4727 to
4729 of Title 15, Commerce and Trade, amending this
section and sections 635a, 635b, 635e, 635f, and 635i–3 of
this title, and sections 4052 and 4721 of Title 15, repeal-
ing sections 635c, 635i to 635i–2, and 635i–4 of this title,
section 713b of Title 15, and section 2772 of Title 22, For-
eign Relations and Intercourse, and enacting provisions
set out as notes under this section, section 635a of this
title, and section 4728 of Title 15] may be cited as the
‘Export Enhancement Act of 1992’.’’

SHORT TITLE OF 1988 AMENDMENT

Section 3301 of Pub. L. 100–418 provided that: ‘‘This
subtitle [subtitle D (§§ 3301–3304) of title III of Pub. L.
100–418, amending this section and section 635i–3 of this
title and enacting provisions set out as a note under
section 635i–3 of this title] may be cited as the ‘Export-
Import Bank and Tied Aid Credit Amendments of
1988’.’’

SHORT TITLE OF 1986 AMENDMENT

Section 1 of Pub. L. 99–472 provided that: ‘‘This Act
[enacting section 635i–3 of this title and section 262h of

Title 22, Foreign Relations and Intercourse, amending
this section and sections 635a, 635a–2, 635a–3, and 635e to
635g of this title, and enacting provisions set out as a
note under section 635g of this title] may be cited as
the ‘Export-Import Bank Act Amendments of 1986’.’’

SHORT TITLE OF 1983 AMENDMENT

Section 601 of title VI of Pub. L. 98–181 provided that:
‘‘This title [enacting sections 635i–1, 635i–2, and
635o–635t of this title and section 1671g of Title 19, Cus-
toms Duties, amending this section, sections 635a,
635a–2, 635a–3, 635a–4, 635b, 635e, 635f, and 635g of this
title, and sections 1671a and 1671b of Title 19, and enact-
ing provisions set out as notes under sections 635a and
635o of this title] may be cited as the ‘Export-Import
Bank Act Amendments of 1983’.’’

For short title of part C (§§ 641–647) of title VI of Pub.
L. 98–181, which enacted subchapter III (§ 635o et seq.) of
this chapter and section 1671g of Title 19 and amended
sections 1671a and 1671b of Title 19, as the ‘‘Trade and
Development Enhancement Act of 1983’’, see Short
Title note set out under section 635o of this title.

SHORT TITLE OF 1981 AMENDMENT

Pub. L. 97–35, title III, § 380, Aug. 13, 1981, 95 Stat. 431,
provided that: ‘‘This subtitle [subtitle B (§§ 380–385) of
title III of Pub. L. 97–35, amending sections 461 and 635e
of this title, and section 369 of former Title 31, Money
and Finance, enacting provisions set out as a note
under section 369 of former Title 31, and amending pro-
visions set out as notes under sections 1735f–7 and 1904
of this title] may be cited as the ‘Banking and Related
Programs Authorization Adjustment Act’.’’

SHORT TITLE OF 1978 AMENDMENT

Section 1901 of title XIX of Pub. L. 95–630 provided:
‘‘That this title [enacting sections 635a–1 to 635a–3 of
this title and section 2153e–1 of Title 42, The Public
Health and Welfare, amending this section and sections
635e to 635g of this title, and enacting provisions set out
as a note under this section] may be cited as the ‘Ex-
port-Import Bank Act Amendments of 1978’.’’

SHORT TITLE OF 1975 AMENDMENT

Section 1 of Pub. L. 93–646 provided that: ‘‘This Act
[amending this section and sections 82 and 635d to 635g
of this title and enacting provisions set out as notes
under this section] may be cited as the ‘Export-Import
Bank Amendments of 1974’.’’

SHORT TITLE OF 1971 AMENDMENT

Section 1(a) of Pub. L. 92–126 provided that: ‘‘This Act
[amending this section and sections 635e and 635f of this
title and enacting provisions set out as notes under sec-
tion 95a of this title] may be cited as the ‘Export Ex-
pansion Finance Act of 1971’.’’

SHORT TITLE

Section 1 of act July 31, 1945, provided: ‘‘That this
Act [this subchapter] may be cited as the ‘Export-Im-
port Bank Act of 1945’.’’

AUTHORITY OF SECRETARY OF STATE

Except as otherwise provided, Secretary of State to
have and exercise any authority vested by law in any
official or office of Department of State and references
to such officials or offices deemed to refer to Secretary
of State or Department of State, as appropriate, see
section 2651a of Title 22, Foreign Relations and Inter-
course, and section 161(d) of Pub. L. 103–236, set out as
a note under section 2651a of Title 22.

DELEGATION OF FUNCTIONS

Functions of President under subsec. (b)(6) of this
section delegated to Secretary of State by section 1(s)
of Ex. Ord. No. 11958, Jan. 18, 1977, 42 F.R. 4311, as
amended, set out as a note under section 2751 of Title
22, Foreign Relations and Intercourse.
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BOARD OF DIRECTORS

A Board of Directors was reestablished for the Ex-
port-Import Bank of Washington by section 1 of act
Aug. 9, 1954, ch. 660, 68 Stat. 677, amending section 635a
of this title. The Board had previously been abolished
and its functions transferred to the Managing Director
of the Bank by Reorg. Plan No. 5 of 1953, eff. June 30,
1953, 18 F.R. 3741, 67 Stat. 637, set out as a note under
section 635a of this title. The 1953 Reorg. Plan was su-
perseded by sections 1, 4 of act Aug. 9, 1954. See section
635a of this title and 1954 Amendment and Effective
Date of 1954 Amendment notes thereunder.

HISTORY OF BANK

The Export-Import Bank of Washington was orga-
nized as a District of Columbia banking corporation
under Ex. Ord. No. 6581, Feb. 2, 1934. It was continued
as an agency of the United States by act Jan. 31, 1935,
ch. 2, § 9, 49 Stat. 4, formerly set out as section 713b of
Title 15, Commerce and Trade, as amended by acts Jan.
26, 1937, ch. 6, § 2(a), 50 Stat. 5; Mar. 4, 1939, ch. 5,
§ 1(b)(c), 53 Stat. 510; Mar. 2, 1940, ch. 34, 54 Stat. 38;
Sept. 26, 1940, ch. 734, § 3, 54 Stat. 962, and repealed by
section 10 of act July 31, 1945. The Second Export-Im-
port Bank of Washington, D.C., was established under
Ex. Ord. No. 6638, Mar. 9, 1934. Its commitments were
transferred to the Export-Import Bank of Washington
and it was abolished by Ex. Ord. No. 7365, May 7, 1936,
1 F.R. 372. The ‘‘Export-Import Bank of Washington’’
was renamed the ‘‘Export-Import Bank of the United
States’’. See the 1968 Amendment note under this sec-
tion.

WAIVER OF SANCTIONS

Sanctions contained in subsec. (b)(4) waived in cer-
tain regards with respect to India and Pakistan by the
following Determinations of the President, set out as
notes under section 2799aa–1 of Title 22, Foreign Rela-
tions and Intercourse:

Determination of President of the United States, No.
2000–4, Oct. 27, 1999, 64 F.R. 60649.

Determination of President of the United States, No.
2000–18, Mar. 16, 2000, 65 F.R. 16297.

GAO REPORT ON COMPARATIVE RESERVE PRACTICES OF
EXPORT CREDIT AGENCIES AND PRIVATE BANKS

Pub. L. 107–189, § 14, June 14, 2002, 116 Stat. 705, pro-
vided that: ‘‘Within 1 year after the date of the enact-
ment of this Act [June 14, 2002], the Comptroller Gen-
eral of the United States shall submit to the Commit-
tee on Financial Services of the House of Representa-
tives and the Committee on Banking, Housing, and
Urban Affairs of the Senate a report that examines the
reserve ratios of the Export-Import Bank of the United
States as compared with the reserve practices of pri-
vate banks and foreign export credit agencies.’’

REPORTS TO CONGRESS

Pub. L. 105–121, § 7(b), Nov. 26, 1997, 111 Stat. 2529, as
amended by Pub. L. 107–189, § 6(c), June 14, 2002, 116
Stat. 700, provided that: ‘‘Within 6 months after the
date of enactment of this Act [Nov. 26, 1997], and annu-
ally for each of the 8 years thereafter, the Board of Di-
rectors of the Export-Import Bank of the United States
shall submit to Congress a report on the steps that the
Board has taken to implement section 2(b)(9)(B) of the
Export-Import Bank Act of 1945 [12 U.S.C. 635(b)(9)(B)]
and any recommendations of the advisory committee
established pursuant to such section.’’

DECLARATION OF POLICY

Section 101 of Pub. L. 102–429 provided that: ‘‘The
Congress finds that—

‘‘(1) as the world’s largest economy, the United
States has an enormous stake in the future of the
global trading system;

‘‘(2) exports are a crucial force driving the United
States economy;

‘‘(3) during 1991, the value of United States exports
increased by 7.1 percent from the 1990 level to
$421,600,000,000, supporting more than 7,000,000 full-
time United States jobs, and affecting the lives of all
of the people of the United States;

‘‘(4) exports also support the global strategic posi-
tion of the United States;

‘‘(5) a significant part of a country’s influence is
drawn from the reputation of its goods, its industrial
connections with other countries, and the capital it
has available for investment, and trade finance is a
critical component of this equation;

‘‘(6) the growth in United States exports has in-
creased the demand for financing from the Export-
Import Bank of the United States;

‘‘(7) during 1991, the value of exports assisted by the
Export-Import Bank rose 28.7 percent, from
$9,700,000,000 to $12,100,000,000, the highest level since
1981;

‘‘(8) the Export-Import Bank used its entire budget
authority provided for 1991, and still could not meet
all of the demand for its financing assistance; and

‘‘(9) accordingly, the charter of the Export-Import
Bank, which is scheduled to expire on September 30,
1992, must be renewed in order that the Bank con-
tinue to arrange competitive and innovative financ-
ing for the foreign sales of United States exporters.’’

REPORT ON FINANCING OF SERVICES

Section 119 of Pub. L. 102–429 directed Export-Import
Bank of the United States, not later than 1 year after
Oct. 21, 1992, to submit a report to Congress on ways of
facilitating the export financing of high technology
services.

REPORT ON DEMAND FOR TRADE FINANCE FOR THE BAL-
TIC STATES, THE INDEPENDENT STATES OF THE
FORMER SOVIET UNION, AND CENTRAL AND EASTERN
EUROPE

Section 120 of Pub. L. 102–429 directed Export-Import
Bank, not later than 1 year after Oct. 21, 1992, to trans-
mit to Congress a report analyzing present and future
demand for loans, guarantees, and insurance for trade
between the United States and the Baltic States, be-
tween the United States and the independent States of
the former Soviet Union, and between the United
States and Central and Eastern Europe, and to make
recommendations regarding the adequacy of financing
for trade between the United States and such countries.

EXPORT-IMPORT PROGRAMS TO PEOPLE’S REPUBLIC OF
CHINA PROHIBITED UNLESS CERTAIN CONDITIONS MET

Section 103 of Pub. L. 101–240 provided that:
‘‘(a) Notwithstanding any other provision of law and

subject to the provisions of subsections (b) and (c), the
Export-Import Bank of the United States shall not fi-
nance any trade with, nor extend any loan, credit, cred-
it guarantee, insurance or reinsurance to the People’s
Republic of China.

‘‘(b) The prohibitions described in subsection (a) of
this section shall not apply to food or agricultural com-
modities.

‘‘(c) The President may waive the prohibitions in sub-
section (a) if he makes a report to Congress either—

‘‘(1) that the Government of the People’s Republic
of China has made progress on a program of political
reform throughout the country, as well as in Tibet,
which includes—

‘‘(A) lifting of martial law;
‘‘(B) halting of executions and other reprisals

against individuals for the nonviolent expression of
their political beliefs;

‘‘(C) release of political prisoners;
‘‘(D) increased respect for internationally recog-

nized human rights, including freedom of expres-
sion, the press, assembly, and association; and

‘‘(E) permitting a freer flow of information, in-
cluding an end to the jamming of Voice of America
and greater access for foreign journalists; or
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‘‘(2) it is in the national interest of the United
States to terminate a suspension under subsection
(a).’’

EXPORT-IMPORT BANK PROGRAMS FOR POLAND AND
HUNGARY

Pub. L. 101–179, title III, § 303, Nov. 28, 1989, 103 Stat.
1312, provided that:

‘‘(a) AUTHORITY TO EXTEND CREDIT TO POLAND AND
HUNGARY.—Notwithstanding section 2(b)(2) of the Ex-
port-Import Bank Act of 1945 (12 U.S.C. 635(b)(2)), the
Export-Import Bank of the United States may guaran-
tee, insure, finance, extend credit, and participate in
the extension of credit in connection with the purchase
or lease of any product by the Republic of Hungary or
any agency or national thereof or by the Polish Peo-
ple’s Republic or any agency or national thereof.

‘‘(b) PRIVATE FINANCIAL INTERMEDIARIES TO FACILI-
TATE EXPORTS TO POLAND.—Consistent with the provi-
sions of the Export-Import Bank Act of 1945 (12 U.S.C.
635 and following), the Export-Import Bank of the
United States shall work with private financial inter-
mediaries in Poland to facilitate the export of goods
and services to Poland.’’

RESTRICTIONS ON LOANS

Section 12 of Pub. L. 93–646 provided that, until Jan.
3, 1975, no loan, guarantee, insurance, or credit could be
extended by the Export-Import Bank of the United
States to the Union of Soviet Socialist Republics.

EX. ORD. NO. 12166. DELEGATION OF FUNCTION OF PRESI-
DENT RELATING TO APPLICATION FOR CREDIT TO SEC-
RETARY OF STATE

Ex. Ord. No. 12166, Oct. 19, 1979, 44 F.R. 60971, pro-
vided:

By the authority vested in me as President of the
United States of America by Section 2(b)(1)(B) of the
Export-Import Bank Act of 1945, as amended (12 U.S.C.
635(b)(1)(B)), and by Section 301 of Title 3 of the United
States Code, it is hereby ordered as follows:

1–101. The function vested in the President by Section
2(b)(1)(B) of the Export-Import Bank Act of 1945, as
amended (12 U.S.C. 635(b)(1)(B)), is delegated to the Sec-
retary of State. That function is the authority to de-
termine that a denial by the Export-Import Bank of an
application for credit would be in the national interest,
where such action could clearly and importantly ad-
vance United States policy in such areas as inter-
national terrorism, nuclear proliferation, environ-
mental protection and human rights.

1–102. Before making such a determination, the Sec-
retary of State shall consult with the Secretary of
Commerce and the heads of other interested Executive
agencies.

1–103. In accord with Section 2(b)(1)(B) of that Act,
only in those cases where the Secretary of State has
made such a determination should the Export-Import
Bank deny an application for credit for nonfinancial or
noncommercial considerations.

JIMMY CARTER.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 635a, 635g,
635i–5, 635j, 635m of this title; title 22 sections 2184, 2185,
2357.

§ 635a. Management of Bank

(a) Establishment as independent agency
The Export-Import Bank of the United States

shall constitute an independent agency of the
United States and neither the Bank nor any of
its functions, powers, or duties shall be trans-
ferred to or consolidated with any other depart-
ment, agency, or corporation of the Government
unless the Congress shall otherwise by law pro-
vide.

(b) President and First Vice President of the
Bank; appointment; duties

There shall be a President of the Export-Im-
port Bank of the United States, who shall be ap-
pointed by the President of the United States by
and with the advice and consent of the Senate,
and who shall serve as chief executive officer of
the Bank. There shall be a First Vice President
of the Bank, who shall be appointed by the
President of the United States by and with the
advice and consent of the Senate, who shall
serve as President of the Bank during the ab-
sence or disability of or in the event of a va-
cancy in the office of President of the Bank, and
who shall at other times perform such functions
as the President of the Bank may from time to
time prescribe.
(c) Board of Directors; composition; oath; terms;

duties; quorum; bylaws
(1) There shall be a Board of Directors of the

Bank consisting of the President of the Export-
Import Bank of the United States, who shall
serve as Chairman, the First Vice President who
shall serve as Vice Chairman, and three addi-
tional persons appointed by the President of the
United States by and with the advice and con-
sent of the Senate.

(2) Of the five members of the Board, not more
than three shall be members of any one political
party.

(3) Omitted
(4) Before entering upon his duties, each of the

directors shall take an oath faithfully to dis-
charge the duties of his office.

(5) The directors, in addition to their duties as
members of the Board, shall perform such addi-
tional duties and may hold such other offices in
the administration of the Bank as the President
of the Bank may from time to time prescribe.

(6) A quorum of the Board of Directors shall
consist of at least three members.

(7) The Board of Directors shall adopt, and
may from time to time amend, such bylaws as
are necessary for the proper management and
functioning of the Bank, and shall, in such by-
laws, designate the vice presidents and other of-
ficers of the Bank and prescribe their duties.

(8)(A) The terms of the directors, including the
President and the First Vice President of the
Bank, appointed under this section shall be four
years, except that—

(i) during their terms of office, the directors
shall serve at the pleasure of the President of
the United States;

(ii) the term of any director appointed after
November 30, 1983, to serve before January 20,
1985, shall expire on January 20, 1985;

(iii) of the directors first appointed to serve
beginning on or after January 21, 1985, two di-
rectors (other than the President and First
Vice President of the Bank) shall be appointed
for terms of two years, as designated by the
President of the United States at the time of
their appointment; and

(iv) any director first appointed to serve for
a term beginning on any date after January 21,
1985, shall serve only for the remainder of the
period for which such director would have
been appointed if such director’s term had
begun on January 21, 1985. If such term would
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have expired before the date on which such di-
rector’s term actually begins, the term of such
director shall be the four-year period, or re-
mainder thereof, as if such director had been
preceded by a director whose term had begun
on January 21, 1985.

(B) Of the five members of the Board ap-
pointed by the President, not less than one such
member shall be selected from among the small
business community and shall represent the in-
terests of small business.

(C) Any person chosen to fill a vacancy shall
be appointed only for the unexpired term of the
director whom such person succeeds.

(D) Any director whose term has expired may
be reappointed.

(E) Any director whose term has expired may
continue to serve on the Board of Directors until
the earlier of—

(i) the date on which such director’s succes-
sor is qualified; or

(ii) the end of the 6-month period beginning
on the date such director’s term expires.

(d) Advisory Committee; appointment; composi-
tion; meetings; advice to Bank; report to Con-
gress

(1)(A) There is established an Advisory Com-
mittee to consist of 15 members who shall be ap-
pointed by the Board of Directors on the recom-
mendation of the President of the Bank.

(B) Such members shall be broadly representa-
tive of production, commerce, finance, agri-
culture, labor, services, and State government.

(2)(A) Not less than three members appointed
to the Advisory Committee shall be representa-
tive of the small business community.

(B) Not less than 2 members appointed to the
Advisory Committee shall be representative of
the labor community, except that no 2 rep-
resentatives of the labor community shall be se-
lected from the same labor union.

(3) The Advisory Committee shall meet at
least once each quarter.

(4) The Advisory Committee shall advise the
Bank on its programs, and shall submit, with
the report specified in section 635(b)(1)(A) of this
title, its own comments to the Congress on the
extent to which the Bank is meeting its man-
date to provide competitive financing to expand
United States exports, and any suggestions for
improvements in this regard.
(e) Conflicting personal interests

(1) No director, officer, attorney, agent, or em-
ployee of the Bank shall in any manner, directly
or indirectly, participate in the deliberation
upon or the determination of any question af-
fecting such individual’s personal interests, or
the interests of any corporation, partnership or
association in which such individual is directly
or indirectly personally interested.

(2) The General Counsel of the Bank shall en-
sure that the directors, officers, and employees
of the Bank have available appropriate legal
counsel for advice on, and oversight of, issues
relating to personnel matters and other admin-
istrative law matters by designating an attor-
ney to serve as Assistant General Counsel for
Administration, whose duties, under the super-
vision of the General Counsel, shall be con-
cerned solely or primarily with such issues.

(July 31, 1945, ch. 341, § 3, 59 Stat. 527; Aug. 9,
1954, ch. 660, § 1, 68 Stat. 677; Pub. L. 90–267, § 1(a),
(d), Mar. 13, 1968, 82 Stat. 47, 49; Pub. L. 98–181,
title VI, §§ 613, 614(a), 620(b), Nov. 30, 1983, 97
Stat. 1255, 1261; Pub. L. 99–472, § 18, Oct. 15, 1986,
100 Stat. 1205; Pub. L. 102–429, title I, § 113, Oct.
21, 1992, 106 Stat. 2195; Pub. L. 105–121, §§ 6, 8,
Nov. 26, 1997, 111 Stat. 2529, 2530; Pub. L. 106–46,
§ 1(a), Aug. 11, 1999, 113 Stat. 227; Pub. L. 107–189,
§ 24(b)(4), June 14, 2002, 116 Stat. 709.)

CODIFICATION

Provisions of subsecs. (b) and (c)(3) of this section,
which prescribed the annual compensation of the Presi-
dent, the First Vice President, and other members of
the Board of Directors, were omitted to conform to the
provisions of the Executive Schedule. See sections 5314
and 5315 of Title 5, Government Organization and Em-
ployees.

AMENDMENTS

2002—Subsec. (d)(2)(B). Pub. L. 107–189 realigned mar-
gins.

1999—Subsec. (c)(6). Pub. L. 106–46 amended par. (6)
generally. Prior to amendment, par. (6) read as follows:
‘‘A majority of the Board of Directors shall constitute
a quorum.’’

1997—Subsec. (d)(2). Pub. L. 105–121, § 8, designated ex-
isting provisions as subpar. (A) and added subpar. (B).

Subsec. (e). Pub. L. 105–121, § 6, designated existing
provisions as par. (1) and added par. (2).

1992—Subsec. (d)(1)(A). Pub. L. 102–429 substituted ‘‘15
members’’ for ‘‘twelve members’’.

1986—Subsec. (c)(8)(E). Pub. L. 99–472 added subpar.
(E).

1983—Subsec. (c). Pub. L. 98–81, § 614(a), designated
first through seventh sentences as pars. (1) through (7),
respectively, substituted ‘‘The’’ for ‘‘Terms of the di-
rectors shall be at the pleasure of the President of the
United States, and the’’ at beginning of par. (5) as so
designated, and added par. (8).

Subsec. (d). Pub. L. 98–181, § 613, amended subsec. (d)
generally. Prior to amendment subsec. (d) read as fol-
lows: ‘‘There shall be an Advisory Committee of nine
members, appointed by the Board of Directors on the
recommendation of the President of the Bank, who
shall be broadly representative of production, com-
merce, finance, agriculture and labor. The Advisory
Committee shall meet one or more times per year, on
the call of the President of the Bank, to advise with the
Bank on its program. Members, not otherwise in the
regular full-time employ of the United States, may be
compensated at rates not exceeding the per diem equiv-
alent of the rate for grade 18 of the General Schedule
(5 U.S.C. 5332) for each day spent in travel or attend-
ance at meetings of the Committee, and while so serv-
ing away from their homes or regular places of busi-
ness, they may be allowed travel expenses, including
per diem in lieu of subsistence, as authorized by section
5703 of title 5 for individuals in the Government service
employed intermittently.’’

Subsec. (e). Pub. L. 98–181, § 620(b), substituted ‘‘such
individual’s’’ for ‘‘his’’ and ‘‘such individual’’ for ‘‘he’’.

1968—Subsecs. (a) to (c). Pub. L. 90–267, § 1(a), changed
name of ‘‘Export-Import Bank of Washington’’ to ‘‘Ex-
port-Import Bank of the United States’’.

Subsec. (d). Pub. L. 90–267, § 1(d), substituted provi-
sions for compensation of members, not otherwise in
the regular full-time employ of the United States, at
rates not exceeding the per diem equivalent of the rate
for grade 18 of the General Schedule for each day spent
in travel or attendance at meetings of the Committee,
and for allowance of travel expenses, when serving
away from home or regular place of business, as au-
thorized by section 5703 of title 5 for individuals in the
Government service employed intermittently for
former provisions for allowance for attendance at
meetings and travel expenses of $50 and $10, respec-
tively.
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1954—Act Aug. 9, 1954, amended section generally to
provide for the independent management of the Bank
under a Board of Directors and for the appointment of
a President and First Vice President of the Bank.

EFFECTIVE DATE OF 1954 AMENDMENT

Section 4 of act Aug. 9, 1954, provided that: ‘‘The pro-
visions of this Act for the appointment of a President
and a First Vice President of the Bank and the mem-
bers of the Board of Directors shall be effective upon its
enactment [Aug. 9, 1954]. The remaining provisions of
this Act shall become effective when the President and
First Vice President of the Bank and one other member
of the Board of Directors initially appointed hereunder
enter upon office, and shall thereupon supersede Reor-
ganization Plan No. 5 of 1953 [set out below].’’

UNTIED AID

Pub. L. 107–189, § 10(a), June 14, 2002, 116 Stat. 702, pro-
vided that:

‘‘(1) NEGOTIATIONS.—The Secretary of the Treasury
shall seek to negotiate an OECD Arrangement on Un-
tied Aid. In the negotiations, the Secretary should seek
agreement on subjecting untied aid to the rules govern-
ing the Arrangement, including the rules governing dis-
closure.

‘‘(2) REPORT TO THE CONGRESS.—Within 1 year after
the date of the enactment of this Act [June 14, 2002],
the Secretary of the Treasury shall submit to the Com-
mittee on Financial Services of the House of Rep-
resentatives and the Committee on Banking, Housing,
and Urban Affairs of the Senate a report on the suc-
cesses, failures, and obstacles in initiating negotia-
tions, and if negotiations were initiated, in reaching
the agreement described in paragraph (1).’’

BOARD OF DIRECTORS; EXCEPTION TO QUORUM
REQUIREMENT

Pub. L. 106–46, § 1(b), Aug. 11, 1999, 113 Stat. 227, as
amended by Pub. L. 106–62, § 122, Sept. 30, 1999, 113 Stat.
509; Pub. L. 106–85, Oct. 29, 1999, 113 Stat. 1297; Pub. L.
106–88, Nov. 5, 1999, 113 Stat. 1304; Pub. L. 106–94, Nov. 10,
1999, 113 Stat. 1311; Pub. L. 106–105, Nov. 18, 1999, 113
Stat. 1484; Pub. L. 106–106, Nov. 19, 1999, 113 Stat. 1485,
provided that: ‘‘Notwithstanding section 3(c)(6) of the
Export-Import Bank Act of 1945 [12 U.S.C. 635a(c)(6)], if,
during the period that begins on July 21, 1999, and ends
on December 2, 1999, there are fewer than three persons
holding office on the Board of Directors of the Export-
Import Bank of the United States, the entire member-
ship of such Board of Directors shall constitute a
quorum until the end of such period.’’

COMPENSATION OF EMPLOYEES

Section 117 of Pub. L. 102–429 provided that:
‘‘(a) IN GENERAL.—The Board of Directors of the Ex-

port-Import Bank of the United States may com-
pensate not more than 35 employees of the Bank with-
out regard to the provisions of chapter 51 or subchapter
III or VIII of chapter 53 of title 5, United States Code.

‘‘(b) SUNSET.—Effective 2 years after the date of en-
actment of this Act [Oct. 21, 1992], subsection (a) is
hereby repealed.

‘‘(c) REPORT.—Not later than 1 year after the date of
enactment of this Act, the Export-Import Bank of the
United States shall submit a report to the Congress
on—

‘‘(1) the recruitment and employee retention prob-
lems of the Bank;

‘‘(2) any relief from such problems afforded by the
Office of Personnel Management;

‘‘(3) any use of the authority provided in subsection
(a); and

‘‘(4) the conclusions and recommendations of the
Bank with respect to—

‘‘(A) whether such problems have been satisfac-
torily addressed; and

‘‘(B) whether or not the authority of subsection
(a) should be extended.’’

[Pub. L. 107–115, title I, Jan. 10, 2002, 115 Stat. 2119,
provided in part that: ‘‘That, notwithstanding sub-
section (b) of section 117 of the Export Enhancement
Act of 1992 [Pub. L. 102–429, set out above], subsection
(a) thereof shall remain in effect until October 1, 2002.’’

[Prior similar extensions of section 117(a) of Pub. L.
102–429 were contained in the following acts:

[Pub. L. 106–429, § 101(a) [title I], Nov. 6, 2000, 114 Stat.
1900, 1900A–4.

[Pub. L. 106–113, div. B, § 1000(a)(2) [title I], Nov. 29,
1999, 113 Stat. 1535, 1501A–64.

[Pub. L. 105–277, div. A, § 101(d) [title I], Oct. 21, 1998,
112 Stat. 2681–150, 2681–151.

[Pub. L. 105–118, title I, Nov. 26, 1997, 111 Stat. 2387.
[Pub. L. 104–208, div. A, title I, § 101(c) [title I], Sept.

30, 1996, 110 Stat. 3009–121, 3009–122.
[Pub. L. 104–107, title I, Feb. 12, 1996, 110 Stat. 705.
[Pub. L. 103–306, title IV, Aug. 23, 1994, 108 Stat. 1623.]

REPORT ON REGIONAL OFFICES

Section 118 of Pub. L. 102–429 directed Export-Import
Bank, not later than 1 year after Oct. 21, 1992, to sub-
mit a report to Congress on the Bank’s plan to estab-
lish and operate regional offices.

APPOINTMENT OF MEMBER OF BOARD TO REPRESENT
INTERESTS OF SMALL BUSINESS COMMUNITY

Section 614(b) of Pub. L. 98–181 provided that: ‘‘In
order to carry out the amendment made by subsection
(a) regarding section 3(c)(8)(B) of the Export-Import
Bank Act of 1945 [subsec. (c)(8)(B) of this section], the
first member, other than a member who will serve as
Chairman or Vice Chairman of the Bank, appointed by
the President of the United States to the Board of Di-
rectors of the Export-Import Bank of the United States
after the date of the enactment of this section [Nov. 30,
1983] shall be selected from among the small business
community and shall represent the interests of small
business.’’

BOARD OF DIRECTORS; ADVISORY COMMITTEE

A Board of Directors and an Advisory Committee re-
established for the Export-Import Bank of Washington,
see note set out under section 635 of this title.

TERMINATION OF ADVISORY COMMITTEES

Advisory committees established after Jan. 5, 1973, to
terminate not later than the expiration of the 2-year
period beginning on the date of their establishment,
unless, in the case of a committee established by the
President or an officer of the Federal Government, such
committee is renewed by appropriate action prior to
the expiration of such 2-year period, or in the case of
a committee established by the Congress, its duration
is otherwise provided by law. See section 14 of Pub. L.
92–463, Oct. 6, 1972, 86 Stat. 776, set out in the Appendix
to Title 5, Government Organization and Employees.

TERMINATION OF FOREIGN ECONOMIC ADMINISTRATION

Foreign Economic Administration and office of its
Administrator terminated by Ex. Ord. No. 9630, Sept.
27, 1945, 10 F.R. 12245.

REORGANIZATION PLAN NO. 5 OF 1953

18 F.R. 3741, 67 Stat. 637

Prepared by the President and transmitted to the Sen-
ate and the House of Representatives in Congress as-
sembled, April 30, 1953, pursuant to the provisions of
the Reorganization Act of 1949, approved June 20,
1949, as amended [see 5 U.S.C. 901 et seq.].

THE EXPORT-IMPORT BANK OF WASHINGTON

SECTION 1. THE MANAGING DIRECTOR

There is hereby established the office of Managing
Director of the Export-Import Bank of Washington,
hereinafter referred to as the ‘‘Managing Director.’’
The Managing Director shall be appointed by the Presi-
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1 So in original. Probably should be ‘‘section,’’.

dent by and with the advice and consent of the Senate,
and shall receive compensation at the rate of $17,500 per
annum.

SEC. 2. DEPUTY DIRECTOR

There is hereby established the office of Deputy Di-
rector of the Export-Import Bank of Washington. The
Deputy Director shall be appointed by the President by
and with the advice and consent of the Senate, shall re-
ceive compensation at the rate of $16,000 per annum,
shall perform such functions as the Managing Director
may from time to time prescribe, and shall act as Man-
aging Director during the absence or disability of the
Managing Director or in the event of a vacancy in the
office of Managing Director.

SEC. 3. ASSISTANT DIRECTOR

There is hereby established the office of Assistant Di-
rector of the Export-Import Bank of Washington. The
Assistant Director shall be appointed by the Managing
Director under the classified civil service, shall receive
compensation at the rate now or hereafter fixed by law
for grade GS–18 of the general schedule established by
the Classification Act of 1949, as amended [chapter 51
and subchapter III of chapter 53 of Title 5], and shall
perform such functions as the Managing Director may
from time to time prescribe.

SEC. 4. FUNCTIONS TRANSFERRED TO THE MANAGING
DIRECTOR

All functions of the Board of Directors of the Export-
Import Bank of Washington are hereby transferred to
the Managing Director.

SEC. 5. GENERAL POLICIES

The National Advisory Council on International Mon-
etary and Financial Problems shall from time to time
establish general lending and other financial policies
which shall govern the Managing Director in the con-
duct of the lending and other financial operations of
the bank.

SEC. 6. PERFORMANCE OF TRANSFERRED FUNCTIONS

The Managing Director may from time to time make
such provisions as he deems appropriate authorizing
the performance of any of the functions of the Manag-
ing Director by any other officer, or by any agency or
employee, of the bank.

SEC. 7. ABOLITION

The following are hereby abolished: (1) The Board of
Directors of the Export-Import Bank of Washington, in-
cluding the offices of the members thereof provided for
in section 3(a) of the Export-Import Bank Act of 1945,
as amended [subsection (a) of this section]; (2) the Ad-
visory Board of the Bank, together with the functions
of the said Advisory Board; and (3) the function of the
Chairman of the Board of Directors of the Export-Im-
port Bank of Washington of being a member of the Na-
tional Advisory Council on International Monetary and
Financial Problems. The Managing Director shall make
such provisions as may be necessary for winding up any
outstanding affairs of the said abolished boards and of-
fices not otherwise provided for in this reorganization
plan.

SEC. 8. EFFECTIVE DATE

Sections 3 to 7, inclusive, of this reorganization plan
shall become effective when the Managing Director
first appointed hereunder enters upon office pursuant
to the provisions of this reorganization plan.

[A Board of Directors was reestablished for the Ex-
port-Import Bank of Washington by section 1 of act
Aug. 9, 1954, ch. 660, 68 Stat. 677, which amended this
section. The Board had previously been abolished and
its functions transferred to the Managing Director of
the Bank by Reorg. Plan No. 5 of 1953, set out above.
The 1953 Reorg. Plan was superseded by sections 1, 4 of

act Aug. 9, 1954. See this section and 1954 Amendment
and Effective Date of 1954 Amendment notes set out
above. The ‘‘Export-Import Bank of Washington’’ was
renamed the ‘‘Export-Import Bank of the United
States’’ by Pub. L. 90–267, § 1(a), Mar. 13, 1968, 82 Stat.
47.]

UNITED STATES TRADE REPRESENTATIVE AND SEC-
RETARY OF COMMERCE AS ADDITIONAL MEMBERS OF
BOARD OF DIRECTORS OF EXPORT-IMPORT BANK OF
THE UNITED STATES

For provisions directing that the United States Trade
Representative and the Secretary of Commerce serve,
ex officio and without vote, as additional members of
the Board of Directors of the Export-Import Bank of
the United States, see section 3 of 1979 Reorg. Plan No.
3, set out in the Appendix to Title 5, Government Orga-
nization and Employees.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 635 of this title.

§ 635a�1. Export credit competition

(a) The President is authorized and requested
to begin negotiations at the ministerial level
with other major exporting countries to end
predatory export financing programs and other
forms of export subsidies, including mixed cred-
its, in third country markets as well as within
the United States. The President shall report to
the Congress prior to January 15, 1979, on
progress toward meeting the goals of this sec-
tion.

(b) The Export-Import Bank of the United
States is authorized to provide guarantees, in-
surance, and extensions of credit at rates and
terms and other conditions which are, in the
opinion of the Board of Directors of the Bank,
competitive with those provided by the govern-
ment-supported export credit instrumentalities
of other nations.

(Pub. L. 95–630, title XIX, § 1908, Nov. 10, 1978, 92
Stat. 3725.)

CODIFICATION

Section was enacted as part of the Export-Import
Bank Act Amendments of 1978, and not as part of the
Export-Import Bank Act of 1945 which comprises this
subchapter.

EFFECTIVE DATE

Section effective Nov. 10, 1978, see section 1917 of Pub.
L. 95–630, set out as an Effective Date of 1978 Amend-
ment note under section 635 of this title.

§ 635a�2. Implementation of regulations and pro-
cedures to lessen adverse effect of loans and
guarantees on industries in United States;
report by United States International Trade
Commission; written consideration of views
of adversely affected parties

The Bank shall implement such regulations
and procedures as may be appropriate to insure
that full consideration is given to the extent to
which any loan or financial guarantee is likely
to have an adverse effect on industries, includ-
ing agriculture, and employment in the United
States, either by reducing demand for goods pro-
duced in the United States or by increasing im-
ports to the United States. To carry out the pur-
poses of this subsection,1 the Bank shall request,
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and the United States International Trade Com-
mission shall furnish, a report assessing the im-
pact of the Bank’s activities on industries and
employment in the United States. Such report
shall include an assessment of previous loans or
financial guarantees and shall provide recom-
mendations concerning general areas which may
adversely affect domestic industries, including
agriculture, and employment. After October 1,
1983, there are authorized to be appropriated
such sums as may be necessary to carry out the
provisions of this section. In all cases to which
this section applies, the Bank shall consider and
address in writing the views of parties or per-
sons who may be substantially adversely af-
fected by the loan or guarantee prior to taking
final action on the loan or guarantee. This re-
quirement does not subject the Bank to the pro-
visions of subchapter II of chapter 5 of title 5.

(Pub. L. 95–630, title XIX, § 1911, Nov. 10, 1978, 92
Stat. 3726; Pub. L. 98–181, title VI, § 632, Nov. 30,
1983, 97 Stat. 1262; Pub. L. 99–472, § 12, Oct. 15,
1986, 100 Stat. 1204.)

CODIFICATION

Section was enacted as part of the Export-Import
Bank Act Amendments of 1978, and not as part of the
Export-Import Bank Act of 1945 which comprises this
subchapter.

AMENDMENTS

1986—Pub. L. 99–472 inserted provisions which re-
quired written consideration by Bank of views of par-
ties or persons who may be substantially adversely af-
fected by loan or guarantee prior to taking final action
on loan or guarantee without subjecting Bank to sub-
chapter II of chapter 5 of title 5.

1983—Pub. L. 98–181 inserted provision that after Oc-
tober 1, 1983, there are authorized to be appropriated
such sums as may be necessary to carry out the provi-
sions of this section.

EFFECTIVE DATE

Section effective Nov. 10, 1978, see section 1917 of Pub.
L. 95–630, set out as an Effective Date of 1978 Amend-
ment note under section 635 of this title.

§ 635a�3. Export-Import Bank financing to match
foreign financing

(a) Noncompetitive financing; inquiry by Sec-
retary; notification of foreign country and
prospective parties to transaction

(1) Upon receipt of information that foreign
sales to the United States are being offered in-
volving foreign official export credits which ex-
ceed limits under existing standstills, minutes,
or practices to which the United States and
other major exporting countries have agreed, ir-
respective of whether these credits are being of-
fered by governments which are signatories to
such standstills, minutes, or practices, the Sec-
retary of the Treasury shall immediately con-
duct an inquiry to determine whether ‘‘non-
competitive financing’’ is being offered. The in-
quiry, and where appropriate, the determination
and authorization to the Export-Import Bank of
the United States referred to in this section
shall be completed and made within 60 days of
the receipt of such information.

(2) If the Secretary determines that such for-
eign ‘‘noncompetitive’’ financing is being of-
fered, the Secretary shall request the immediate

withdrawal of such financing by the foreign offi-
cial export credit agency involved.

(3) If the offer is not withdrawn or if there is
no immediate response to the withdrawal re-
quest, the Secretary of the Treasury shall notify
the country offering such financing and all par-
ties to the proposed transaction that the Exim-
bank may be authorized to provide competing
United States sellers with financing to match
that available through the foreign official ex-
port financing entity.

(b) Issuance of authorization to Bank to provide
guarantees, insurance, and credits to com-
peting United States sellers

The Secretary of the Treasury shall issue such
authorization to the Bank to provide guaran-
tees, insurance, and credits to competing United
States sellers, unless the Secretary determines
that—

(1) the availability of foreign official non-
competitive financing is not likely to be a sig-
nificant factor in the sale; or

(2) the foreign noncompetitive financing has
been withdrawn.

(c) Provision of financing by Bank pursuant to
authorization

Upon receipt of authorization by the Sec-
retary of the Treasury, the Export-Import Bank
may provide financing to match that offered by
the foreign official export credit entity: Pro-
vided, however, That loans, guarantees and insur-
ance provided under this authority shall con-
form to all provisions of the Export-Import
Bank Act of 1945, as amended [12 U.S.C. 635 et
seq.].

(Pub. L. 95–630, title XIX, § 1912, Nov. 10, 1978, 92
Stat. 3726; Pub. L. 98–181, title VI, §§ 631, 633,
Nov. 30, 1983, 97 Stat. 1262, 1263; Pub. L. 99–472,
§ 15, Oct. 15, 1986, 100 Stat. 1204.)

REFERENCES IN TEXT

The Export-Import Bank Act of 1945, as amended, re-
ferred to in subsec. (c), is act July 31, 1945, ch. 341, 59
Stat. 526, as amended, which is classified generally to
subchapter 1 (§ 635 et seq.) of this chapter. For complete
classification of this Act to the Code, see Short Title
note set out under section 635 of this title and Tables.

CODIFICATION

Section was enacted as part of the Export-Import
Bank Act Amendments of 1978, and not as part of the
Export-Import Bank Act of 1945 which comprises this
subchapter.

AMENDMENTS

1986—Subsec. (a)(1). Pub. L. 99–472, § 15(b), which di-
rected the insertion of ‘‘irrespective of whether these
credits are being offered by governments which are sig-
natories to such standstills, minutes, or practices,’’
after ‘‘major export countries have agreed,’’ was exe-
cuted by inserting that phrase after ‘‘major exporting
countries have agreed,’’ as the probable intent of Con-
gress.

Subsec. (b). Pub. L. 99–472, § 15(a), amended subsec. (b)
generally. Prior to amendment, subsec. (b) read as fol-
lows: ‘‘The Secretary of the Treasury shall only issue
such authorization to the Bank to provide guarantees,
insurance and credits to competing United States sell-
ers, if the Secretary determines that:

‘‘(1) the availability of foreign official noncompeti-
tive financing is likely to be a significant factor in
the sale, and
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‘‘(2) the foreign noncompetitive financing has not
been withdrawn on the date the Bank is authorized to
provide competitive financing.’’
1983—Subsec. (a)(1). Pub. L. 98–181, § 631(1), inserted

provision that the inquiry, and where appropriate, the
determination and authorization to the Export-Import
Bank of the United States referred to in this section
shall be completed and made within 60 days of the re-
ceipt of such information.

Subsec. (a)(2). Pub. L. 98–181, § 633(b), substituted ‘‘the
Secretary shall request’’ for ‘‘he shall request’’.

Subsec. (b). Pub. L. 98–181, § 633(a), substituted ‘‘if the
Secretary determines that’’ for ‘‘if he determines that’’
in provisions preceding par. (1).

Subsec. (b)(1). Pub. L. 98–181, § 631(2), substituted ‘‘sig-
nificant factor’’ for ‘‘determining factor’’.

EFFECTIVE DATE

Section effective Nov. 10, 1978, see section 1917 of Pub.
L. 95–630, set out as an Effective Date of 1978 Amend-
ment note under section 635 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 19 section 1671g.

§ 635a�4. Guarantees for export accounts receiv-
able and inventory

The Export-Import Bank of the United States
is authorized and directed to establish a pro-
gram to provide guarantees for loans extended
by financial institutions or other public or pri-
vate creditors to export trading companies as
defined in section 1843(c)(14)(F)(i) of this title, or
to other exporters, when such loans are secured
by export accounts receivable, inventories of ex-
portable goods, accounts receivable from leases,
performance contracts, grant commitments,
participation fees, member dues, revenue from
publications, or such other collateral as the
Board of Directors may deem appropriate, and
when in the judgment of the Board of Direc-
tors—

(1) the private credit market is not provid-
ing adequate financing to enable otherwise
creditworthy export trading companies or ex-
porters to consummate export transactions;
and

(2) such guarantees would facilitate expan-
sion of exports which would not otherwise
occur.

The Board of Directors shall attempt to insure
that a major share of any loan guarantees ulti-
mately serves to promote exports from small,
medium-size, and minority businesses or agri-
cultural concerns. Guarantees provided under
the authority of this section shall be subject to
limitations contained in annual appropriations
Acts.

(Pub. L. 97–290, title II, § 206, Oct. 8, 1982, 96 Stat.
1239; Pub. L. 98–181, title VI, § 616(b), Nov. 30,
1983, 97 Stat. 1257.)

CODIFICATION

Section was enacted as part of the Bank Export Serv-
ices Act, and not as part of the Export-Import Bank
Act of 1945 which comprises this subchapter.

AMENDMENTS

1983—Pub. L. 98–181 substituted ‘‘export accounts re-
ceivable, inventories of exportable goods, accounts re-
ceivable from leases, performance contracts, grant
commitments, participation fees, member dues, reve-
nue from publications, or such other collateral as the

Board of Directors may deem appropriate,’’ for ‘‘export
accounts receivable or inventories of exportable
goods’’.

§ 635b. Capitalization of Bank; method of capital
stock payments; public-debt transactions; is-
suance of stock certificates

The Export-Import Bank of the United States
shall have a capital stock of $1,000,000,000 sub-
scribed by the United States. Certificates evi-
dencing stock ownership of the United States
shall be issued by the Bank to the President of
the United States, or to such other person or
persons as the President may designate from
time to time, to the extent of payments made
for the capital stock of the Bank.

(July 31, 1945, ch. 341, § 4, 59 Stat. 528; Pub. L.
90–267, § 1(a), Mar. 13, 1968, 82 Stat. 47; Pub. L.
98–181, title VI, § 620(c), Nov. 30, 1983, 97 Stat.
1261; Pub. L. 102–429, title I, § 121(b), Oct. 21, 1992,
106 Stat. 2198.)

AMENDMENTS

1992—Pub. L. 102–429 inserted second sentence and
struck out former second through last sentences which
read as follows: ‘‘Payment for $1,000,000 of such capital
stock shall be made by the surrender to the Bank for
cancellation of the common stock issued prior to July
31, 1945, by the Bank and purchased by the United
States. Payment for $174,000,000 of such capital stock
shall be made by the surrender to the Bank for can-
cellation of the preferred stock heretofore issued by the
Bank and purchased by the Reconstruction Finance
Corporation. Payment for the $825,000,000 balance of
such capital stock shall be subject to call at any time
in whole or in part by the Board of Directors of the
Bank. For the purpose of making payments of such bal-
ance, the Secretary of the Treasury is authorized to use
as a public-debt transaction the proceeds of any securi-
ties issued after July 31, 1945, under chapter 31 of title
31, and the purposes for which securities may be issued
under that chapter are extended to include such pur-
pose. Payment under this section of the subscription of
the United States to the Bank and repayments thereof
shall be treated as public-debt transactions of the
United States. Certificates evidencing stock ownership
of the United States shall be issued by the Bank to the
President of the United States, or to such other person
or persons as the President may designate from time to
time, to the extent of the common and preferred stock
surrendered and other payments made for the capital
stock of the Bank under this section.’’

1983—Pub. L. 98–181 substituted ‘‘the President’’ for
‘‘he’’ before ‘‘may designate’’.

1968—Pub. L. 90–267 changed name of ‘‘Export-Import
Bank of Washington’’ to ‘‘Export-Import Bank of the
United States’’.

§ 635c. Repealed. Pub. L. 102�429, title I,
§ 121(c)(1), Oct. 21, 1992, 106 Stat. 2199

Section, act July 31, 1945, ch. 341, § 5, 59 Stat. 528, re-
lated to reimbursement of Reconstruction Finance Cor-
poration for cancellation of Bank stock, public debt
transactions, and payment of accumulated dividends.

§ 635d. Issuance of debentures, bonds, etc.; obli-
gations redeemable; payment of interest; ob-
ligations purchasable by Secretary of the
Treasury; public-debt transactions

The Export-Import Bank of the United States
is authorized to issue from time to time for pur-
chase by the Secretary of the Treasury its notes,
debentures, bonds, or other obligations; but the
aggregate amount of such obligations outstand-
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ing at any one time shall not exceed
$6,000,000,000. Such obligations shall be redeem-
able at the option of the bank before maturity
in such manner as may be stipulated in such ob-
ligations and shall have such maturity as may
be determined by the Board of Directors of the
bank with the approval of the Secretary of the
Treasury. Each such Bank obligation issued to
the Treasury after January 4, 1975, shall bear in-
terest at a rate not less than the current aver-
age yield on outstanding marketable obligations
of the United States of comparable maturity
during the month preceding the issuance of the
obligation of the Bank as determined by the
Secretary of the Treasury. The Secretary of the
Treasury is authorized and directed to purchase
any obligations of the Bank issued hereunder
and for such purpose the Secretary of the Treas-
ury is authorized to use as a public-debt trans-
action the proceeds of any securities issued after
July 31, 1945, under chapter 31 of title 31, and the
purposes for which securities may be issued
under that chapter are extended to include such
purpose. Payment under this section of the pur-
chase price of such obligations of the Bank and
repayments thereof by the Bank shall be treated
as public-debt transactions of the United States.

(July 31, 1945, ch. 341, § 5, formerly § 6, 59 Stat.
528; June 9, 1947, ch. 101, § 2, 61 Stat. 131; Oct. 3,
1951, ch. 445, § 1(a), 65 Stat. 367; Aug. 9, 1954, ch.
660, § 3(a), 68 Stat. 678; Pub. L. 85–424, § 1(1), May
22, 1958, 72 Stat. 133; Pub. L. 90–267, § 1(a), Mar.
13, 1968, 82 Stat. 47; Pub. L. 93–646, § 7, Jan. 4,
1975, 88 Stat. 2336; renumbered § 5, Pub. L.
102–429, title I, § 121(c)(2), Oct. 21, 1992, 106 Stat.
2199.)

CODIFICATION

‘‘Chapter 31 of title 31’’ and ‘‘that chapter’’ sub-
stituted in text for ‘‘the Second Liberty Bond Act, as
amended’’ and ‘‘that Act’’, respectively, on authority of
Pub. L. 97–258, § 4(b), Sept. 13, 1982, 96 Stat. 1067, the
first section of which enacted Title 31, Money and Fi-
nance.

PRIOR PROVISIONS

A prior section 5 of act July 31, 1945, ch. 341, was clas-
sified to section 635c of this title, prior to repeal by
Pub. L. 102–429, § 121(c)(1).

AMENDMENTS

1975—Pub. L. 93–646 substituted provision making
mandatory that each Bank obligation bear interest at
a rate not less than the current average yield on out-
standing obligations of comparable maturity, for provi-
sion requiring that only the current average rate be
taken into consideration.

1968—Pub. L. 90–267 changed name of ‘‘Export-Import
Bank of Washington’’ to ‘‘Export-Import Bank of the
United States’’.

1958—Pub. L. 85–424 substituted ‘‘$6,000,000,000’’ for
‘‘$4,000,000,000’’.

1954—Act Aug. 9, 1954, substituted ‘‘$4,000,000,000’’ for
‘‘three and one-half times the authorized capital stock
of the Bank’’.

1951—Act Oct. 3, 1951, substituted ‘‘three and one-
half’’ for ‘‘two and one-half’’.

1947—Act June 9, 1947, struck out ‘‘and bear such rate
of interest’’ before ‘‘as may be determined’’ in the sec-
ond sentence and added the third sentence relating to
the rate of interest on obligations.

EFFECTIVE DATE OF 1954 AMENDMENT

For effective date of amendment by act Aug. 9, 1954,
see note set out under section 635a of this title.

BOARD OF DIRECTORS

A Board of Directors reestablished for the Export-Im-
port Bank of Washington, see note under section 635 of
this title.

§ 635e. Aggregate loan, guarantee, and insurance
authority

(a) Limitation on outstanding amounts
(1) In general

The Export-Import Bank of the United
States shall not have outstanding at any one
time loans, guarantees, and insurance in an
aggregate amount in excess of the applicable
amount.

(2) Applicable amount
In paragraph (1), the term ‘‘applicable

amount’’ means—
(A) during fiscal year 2002, $80,000,000,000;
(B) during fiscal year 2003, $85,000,000,000;
(C) during fiscal year 2004, $90,000,000,000;
(D) during fiscal year 2005, $95,000,000,000;

and
(E) during fiscal year 2006, $100,000,000,000.

(3) Subject to appropriations
All spending and credit authority provided

under this subchapter shall be effective for
any fiscal year only to such extent or in such
amounts as are provided in appropriation
Acts.

(b) Presidential determination
(1) In general

Not later than March 31 of each fiscal year,
the President of the United States shall deter-
mine whether the authority available to the
Bank for such fiscal year will be sufficient to
meet the Bank’s needs, particularly those
needs arising from—

(A) increases in the level of exports unfore-
seen at the time of the original budget re-
quest for such fiscal year;

(B) any increased foreign export credit
subsidies; or

(C) the lack of progress in negotiations to
reduce or eliminate export credit subsidies.

(2) Request for legislation
(A) In general

If the President of the United States finds
that the amount of direct loan authority or
guarantee authority available to the Bank
for the fiscal year involved exceeds the
amount which will be necessary to carry out
the Bank’s functions consistent with the
availability of qualified applications and
limitations imposed by law during such
year, the President of the United States
shall promptly transmit to the Congress a
request for legislation to eliminate the
amount of such excess direct loan, loan
guarantee, or insurance authority.

(B) Continued availability of authority
The Bank shall continue to make remain-

ing amounts of its authority available for
the fiscal year involved, in accordance with
its practices and the requirements of this
subchapter, unless otherwise directed pursu-
ant to law.
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(July 31, 1945, ch. 341, § 6, formerly § 7, 59 Stat.
529; Oct. 3, 1951, ch. 445, § 1(b), 65 Stat. 367; May
21, 1953, ch. 64, § 2, 67 Stat. 28; Aug. 9, 1954, ch.
660, § 3(b), 68 Stat. 678; Pub. L. 85–424, § 1(2), May
22, 1958, 72 Stat. 133; Pub. L. 88–101, § 1(b), Aug.
20, 1963, 77 Stat. 128; Pub. L. 90–267, § 1(a), (e),
Mar. 13, 1968, 82 Stat. 47, 49; Pub. L. 92–126,
§ 1(b)(3), Aug. 17, 1971, 85 Stat. 345; Pub. L. 93–646,
§ 8, Jan. 4, 1975, 88 Stat. 2336; Pub. L. 95–630, title
XIX, §§ 1905, 1914, Nov. 10, 1978, 92 Stat. 3725, 3727;
Pub. L. 97–35, title III, § 381(a), Aug. 13, 1981, 95
Stat. 431; Pub. L. 98–181, title VI, §§ 615, 620(d),
Nov. 30, 1983, 97 Stat. 1256, 1261; Pub. L. 99–472,
§§ 13, 17, Oct. 15, 1986, 100 Stat. 1204, 1205; Pub. L.
102–145, § 121(1), Oct. 28, 1991, as added Pub. L.
102–266, § 102, Apr. 1, 1992, 106 Stat. 95; renum-
bered § 6 and amended Pub. L. 102–429, title I,
§§ 109(b), 121(c)(2), Oct. 21, 1992, 106 Stat. 2193,
2199; Pub. L. 106–569, title XI, § 1104(a)(3), Dec. 27,
2000, 114 Stat. 3031; Pub. L. 107–189, § 5, June 14,
2002, 116 Stat. 699.)

PRIOR PROVISIONS

A prior section 6 of act July 31, 1945, ch. 341, was re-
numbered section 5 and is classified to section 635d of
this title.

AMENDMENTS

2002—Subsec. (a). Pub. L. 107–189 reenacted heading
without change and amended text generally. Prior to
amendment, text read as follows: ‘‘The Export-Import
Bank of the United States shall not have outstanding
at any one time loans, guaranties, and insurance in an
aggregate amount in excess of $75,000,000,000. All spend-
ing and credit authority provided under this subchapter
shall be effective for any fiscal year only to such extent
or in such amounts as are provided in appropriation
Acts.’’

2000—Subsec. (b)(2), (3). Pub. L. 106–569 redesignated
par. (3) as (2) and struck out heading and text of former
par. (2). Text read as follows: ‘‘Not later than April 15
of each year, the President of the United States shall
transmit to the Congress a report on such determina-
tion.’’

1992—Pub. L. 102–429, § 109(b), inserted section catch-
line, redesignated former subsec. (a)(1) as subsec. (a),
inserted subsec. heading, substituted ‘‘$75,000,000,000’’
for ‘‘$40,000,000,000’’, redesignated former subsec. (a)(2)
as subsec. (b), redesignated former subpar. (A)(i) as par.
(1), former subcls. (I) to (III) as subpars. (A) to (C), re-
spectively, former subpar. (A)(ii) as par. (2), former sub-
par. (B) as par. (3), and former cls. (i) and (ii) as sub-
pars. (A) and (B), respectively, inserted headings for
subsec. (b), pars. (1) to (3), and subpars. (A) and (B) of
par. (3), and struck out former subsec. (a)(3) which read
as follows: ‘‘AUTHORIZATION OF APPROPRIATION.—There
are authorized to be appropriated $145,259,000 for fiscal
year 1987 to cover the subsidy cost of new direct loans
obligated by the Bank in that fiscal year. Any amounts
appropriated under this paragraph shall be permanent
additions to the capital and reserves of the Bank.’’

1991—Subsec. (b). Pub. L. 102–145, § 121(1), as added by
Pub. L. 102–266, struck out subsec. (b) which read as fol-
lows: ‘‘After January 4, 1975, the Bank shall not ap-
prove any loans or financial guarantees, or combina-
tion thereof, in connection with exports to the Union of
Soviet Socialist Republics in an aggregate amount in
excess of $300,000,000. No such loan or financial guaran-
tee, or combination thereof, shall be for the purchase,
lease, or procurement of any product or service for pro-
duction (including processing and distribution) of fossil
fuel energy resources. Not more than $40,000,000 of such
aggregate amount shall be for the purchase, lease, or
procurement of any product or service which involves
research or exploration of fossil fuel energy resources.
The President may establish a limitation in excess of
$300,000,000 if the President determines that such higher

limitation is in the national interest and if the Presi-
dent reports such determination to the Congress to-
gether with the reasons therefor, including the amount
of such proposed increase which would be available for
the export of products and services for research, explo-
ration, and production (including processing and dis-
tribution) of fossil fuel energy resources in the Union of
Soviet Socialist Republics, and if, after the receipt of
such report together with the reasons, the Congress
adopts a concurrent resolution approving such deter-
mination.’’

1986—Subsec. (a)(1). Pub. L. 99–472, § 17, substituted
‘‘All spending and credit authority’’ for ‘‘All spending
authority’’.

Subsec. (a)(3). Pub. L. 99–472, § 13, added par. (3).
1983—Subsec. (a)(2). Pub. L. 98–181, § 615, amended par.

(2) generally, substituting provisions requiring a Presi-
dential determination, not later than March 31 of each
fiscal year, as to whether the authority available to the
Bank for such fiscal year will be sufficient to meet the
Bank’s needs, requiring the President to transmit to
Congress a report on such determination no later than
April 15 of each year, and establishing procedures if the
direct loan or guarantee authority available exceeds
the amount necessary, for provision limiting gross obli-
gations for the principal amount of direct loans author-
ized by the Bank during fiscal years 1982 and 1983 to
$10,478,000,000, and designating specified amounts there-
of for each fiscal year.

Subsec. (b). Pub. L. 98–181, § 620(d), substituted ‘‘the
President’’ for ‘‘he’’ before ‘‘determines that such high-
er limitation’’ and ‘‘reports such determination’’.

1981—Subsec. (a). Pub. L. 97–35 designated existing
provisions as par. (1) and added par. (2).

1978—Subsec. (a). Pub. L. 95–630 substituted
‘‘$40,000,000,000’’ for ‘‘$25,000,000,000’’ and inserted provi-
sion that all spending authority provided under this
chapter be effective for any fiscal year only to such ex-
tent or in such amounts as are provided in appropria-
tion Acts.

1975—Subsec. (a). Pub. L. 93–646, § 8(1), (2), designated
existing provisions as subsec. (a) and substituted
‘‘$25,000,000,000’’ for ‘‘$20,000,000,000’’.

Subsec. (b). Pub. L. 93–646, § 8(3), added subsec. (b).
1971—Pub. L. 92–126 substituted ‘‘$20,000,000,000’’ for

‘‘$13,500,000,000’’.
1968—Pub. L. 90–267 changed name of ‘‘Export-Import

Bank of Washington’’ to ‘‘Export-Import Bank of the
United States’’ and substituted ‘‘$13,500,000,000’’ for
‘‘$9,000,000,000’’.

1963—Pub. L. 88–101 substituted ‘‘$9,000,000,000’’ for
‘‘$7,000,000,000’’.

1958—Pub. L. 85–424 substituted ‘‘$7,000,000,000’’ for
‘‘$5,000,000,000’’.

1954—Act Aug. 9, 1954, substituted ‘‘$5,000,000,000’’ for
‘‘four and one-half times the authorized capital stock
of the Bank’’.

1953—Act May 21, 1958, substituted ‘‘loans, guaran-
ties, and insurance’’ for ‘‘loans and guaranties’’.

1951—Act Oct. 3, 1951, substituted ‘‘four and one-half’’
for ‘‘three and one-half’’.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective Nov. 10, 1978,
see section 1917 of Pub. L. 95–630, set out as a note
under section 635 of this title.

EFFECTIVE DATE OF 1954 AMENDMENT

For effective date of amendment by act Aug. 9, 1954,
see note set out under section 635a of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 635, 635j of this
title; title 22 section 2392.

§ 635f. Termination date of Bank�s functions; ex-
ceptions; liquidation

Export-Import Bank of the United States shall
continue to exercise its functions in connection
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with and in furtherance of its objects and pur-
poses until the close of business on September
30, 2006, but the provisions of this section shall
not be construed as preventing the bank from
acquiring obligations prior to such date which
mature subsequent to such date or from assum-
ing prior to such date liability as guarantor, en-
dorser, or acceptor of obligations which mature
subsequent to such date or from issuing, either
prior or subsequent to such date, for purchase by
the Secretary of the Treasury or any other pur-
chasers, its notes, debentures, bonds, or other
obligations which mature subsequent to such
date or from continuing as a corporate agency of
the United States and exercising any of its func-
tions subsequent to such date for purposes of or-
derly liquidation, including the administration
of its assets and the collection of any obliga-
tions held by the bank.

(July 31, 1945, ch. 341, § 7, formerly § 8, 59 Stat.
529; June 9, 1947, ch. 101, § 3, 61 Stat. 131; Oct. 3,
1951, ch. 445, § 1(c), 65 Stat. 367; Pub. L. 85–55,
June 17, 1957, 71 Stat. 82; Pub. L. 88–101, § 2, Aug.
20, 1963, 77 Stat. 128; Pub. L. 90–267, § 1(a), (f),
Mar. 13, 1968, 82 Stat. 47, 49; Pub. L. 92–126,
§ 1(b)(4), Aug. 17, 1971, 85 Stat. 345; Pub. L. 93–331,
July 4, 1974, 88 Stat. 289; Pub. L. 93–374, Aug. 14,
1974, 88 Stat. 445; Pub. L. 93–425, Sept. 30, 1974, 88
Stat. 1166; Pub. L. 93–450, Oct. 18, 1974, 88 Stat.
1368; Pub. L. 93–646, § 9, Jan. 4, 1975, 88 Stat. 2336;
Pub. L. 95–143, § 4, Oct. 26, 1977, 91 Stat. 1211; Pub.
L. 95–407, Sept. 30, 1978, 92 Stat. 882; Pub. L.
95–630, title XIX, § 1906, Nov. 10, 1978, 92 Stat.
3725; Pub. L. 98–109, § 6, Oct. 1, 1983, 97 Stat. 746;
Pub. L. 98–143, Nov. 1, 1983, 97 Stat. 916; Pub. L.
98–181, title VI, § 611, Nov. 30, 1983, 97 Stat. 1254;
Pub. L. 99–472, § 14, Oct. 15, 1986, 100 Stat. 1204;
renumbered § 7 and amended Pub. L. 102–429,
title I, §§ 102, 121(c)(2), Oct. 21, 1992, 106 Stat. 2187,
2199; Pub. L. 105–46, § 122, Sept. 30, 1997, 111 Stat.
1158; Pub. L. 105–121, § 2(a), Nov. 26, 1997, 111 Stat.
2528; Pub. L. 107–189, § 3, June 14, 2002, 116 Stat.
699.)

PRIOR PROVISIONS

A prior section 7 of act July 31, 1945, ch. 341, was re-
numbered section 6 and is classified to section 635e of
this title.

AMENDMENTS

2002—Pub. L. 107–189 substituted ‘‘September 30, 2006’’
for ‘‘September 30, 2001’’.

1997—Pub. L. 105–121 substituted ‘‘September 30, 2001’’
for ‘‘September 30, October 23, 1997’’.

Pub. L. 105–46 substituted ‘‘October 23, 1997’’ for
‘‘1997’’.

1992—Pub. L. 102–429, § 102, substituted ‘‘1997’’ for
‘‘1992’’.

1986—Pub. L. 99–472 substituted ‘‘September 30, 1992’’
for ‘‘September 30, 1986’’.

1983—Pub. L. 98–181 substituted ‘‘September 30, 1986’’
for ‘‘November 18, 1983’’.

Pub. L. 98–143 substituted ‘‘November 18, 1983’’ for
‘‘October 31, 1983’’.

Pub. L. 98–109 substituted ‘‘October 31, 1983’’ for ‘‘Sep-
tember 30, 1983’’.

1978—Pub. L. 95–630 substituted ‘‘September 30, 1983’’
for ‘‘December 31, 1978’’.

Pub. L. 95–407 substituted ‘‘December 31, 1978’’ for
‘‘September 30, 1978’’.

1977—Pub. L. 95–143 substituted ‘‘September 30, 1978’’
for ‘‘June 30, 1978’’.

1975—Pub. L. 93–646 substituted ‘‘June 30, 1978’’ for
‘‘November 30, 1974’’.

1974—Pub. L. 93–450 substituted ‘‘November 30, 1974’’
for ‘‘October 15, 1974’’.

Pub. L. 93–425 substituted ‘‘October 15, 1974’’ for ‘‘Sep-
tember 30, 1974’’.

Pub. L. 93–374 substituted ‘‘September 30, 1974’’ for
‘‘July 30, 1974’’.

Pub. L. 93–331 substituted ‘‘July 30, 1974’’ for ‘‘June
30, 1974’’.

1971—Pub. L. 92–126 substituted ‘‘June 30, 1974’’ for
‘‘June 30, 1973’’ and ‘‘Secretary of the Treasury or any
other purchasers’’ for ‘‘Secretary of the Treasury’’.

1968—Pub. L. 90–267 changed name of ‘‘Export-Import
Bank of Washington’’ to ‘‘Export-Import Bank of the
United States’’ and substituted ‘‘June 30, 1973’’ for
‘‘June 30, 1968’’.

1963—Pub. L. 88–101 substituted ‘‘June 30, 1968’’ for
‘‘June 30, 1963’’.

1957—Pub. L. 85–55 substituted ‘‘June 30, 1963’’ for
‘‘June 30, 1958’’.

1951—Act Oct. 3, 1951, substituted ‘‘June 30, 1958’’ for
‘‘June 30, 1953’’.

1947—Act June 9, 1947, struck out former section and
inserted present section to provide for the termination
of the Bank as of June 30, 1953, and its orderly liquida-
tion thereafter.

EFFECTIVE DATE OF 1997 AMENDMENT

Section 2(b) of Pub. L. 105–121 provided that: ‘‘The
amendment made by this section [amending this sec-
tion] shall take effect on September 30, 1997.’’

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective Nov. 10, 1978,
see section 1917 of Pub. L. 95–630, set out as a note
under section 635 of this title.

CONTINUATION OF BANK FUNCTIONS

Provisions extending the date that the Export-Import
Bank of the United States could continue to exercise
its functions in connection with and in furtherance of
its objects and purposes notwithstanding the dates
specified in this section and section 1(c) of Pub. L.
103–428, set out as an Effective and Termination Dates
of 1994 Amendments note under section 635 of this title,
were contained in the following acts:

Pub. L. 107–186, § 1, May 30, 2002, 116 Stat. 589, extend-
ing the date to June 14, 2002.

Pub. L. 107–168, § 1, May 1, 2002, 116 Stat. 131, extend-
ing the date to May 31, 2002.

Pub. L. 107–156, § 1, Mar. 31, 2002, 116 Stat. 117, extend-
ing the date to Apr. 30, 2002.

Pub. L. 107–115, title V, § 588, Jan. 10, 2002, 115 Stat.
2174, extending the date to Mar. 31, 2002.

Pub. L. 107–44, § 115, as added by Pub. L. 107–48, Oct.
12, 2001, 115 Stat. 261, extending the date to Jan. 10, 2002.

Pub. L. 107–44, § 115, Sept. 28, 2001, 115 Stat. 256, ex-
tending the date to Oct. 16, 2001, prior to repeal by Pub.
L. 107–48, Oct. 12, 2001, 115 Stat. 261.

Termination date for Bank’s functions was tempo-
rarily extended until the following dates by the acts
listed below:

Until Nov. 7, 1997, by Pub. L. 105–64, Oct. 23, 1997, 111
Stat. 1343.

Until Nov. 9, 1997, by Pub. L. 105–68, Nov. 7, 1997, 111
Stat. 1453.

Until Nov. 10, 1997, by Pub. L. 105–69, Nov. 9, 1997, 111
Stat. 1454.

Until Nov. 14, 1997, by Pub. L. 105–71, Nov. 10, 1997, 111
Stat. 1456.

Until Nov. 26, 1997, by Pub. L. 105–84, Nov. 14, 1997, 111
Stat. 1628.

FINANCIAL ASSISTANCE TO THE UNION OF SOVIET
SOCIALIST REPUBLICS

Section 1 of Pub. L. 93–450 provided in part that the
Bank shall not authorize any financial assistance to
the Union of Soviet Socialist Republics during the life
of Pub. L. 93–450, which extended the termination date
from Oct. 15, 1974, to Nov. 30, 1974.
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§ 635g. Report to Congress; time for submission;
contents

(a) Annual submission of report
The Export-Import Bank of the United States

shall transmit to the Congress annually a com-
plete and detailed report of its operations. Such
report shall be as of the close of business on the
last day of each fiscal year.
(b) Report on allocation of sums set aside for

small business exports
(1) The Bank shall include in its annual report

to the Congress a report on the allocation of the
sums set aside for small business exports pursu-
ant to section 635(b)(1)(E) of this title.

(2) Such report shall specify—
(A) the total number and dollar volume of

loans made from the sums set aside;
(B) the number and dollar volume of loans

made through the consortia program under
section 635(b)(1)(E)(vii) of this title;

(C) the amount of guarantees and insurance
provided for small business exports;

(D) the number of recipients of financing
from the sums set aside who have not pre-
viously participated in the Bank’s programs;

(E) the number of commitments entered into
in amounts less than $500,000; and

(F) any recommendations for increasing the
participation of banks and other institutions
in the programs authorized under section
635(b)(1)(E) of this title.

(3) For the purpose of this subsection, the
Bank’s report shall be transmitted to the Com-
mittee on Small Business of the Senate and the
Committee on Small Business of the House of
Representatives.
(c) Technology to assist small businesses

The Bank shall include in its annual report to
the Congress under subsection (a) of this section
for each of fiscal years 2002 through 2006 a report
on the efforts made by the Bank to carry out
subparagraphs (E)(x) and (J) of section 635(b)(1)
of this title, and on how the efforts are assisting
small business concerns (as defined in section
632(a) of title 15).
(d) Number of small business suppliers of Bank

users
The Bank shall estimate on the basis of an an-

nual survey or tabulation the number of entities
that are suppliers of users of the Bank and that
are small business concerns (as defined in sec-
tion 632(a) of title 15) located in the United
States, and shall include the estimate in its an-
nual report to the Congress under subsection (a)
of this section.
(e) Outreach to certain small businesses

The Bank shall include in its annual report to
the Congress under subsection (a) of this section
a description of outreach efforts made by the
Bank to any socially and economically dis-
advantaged small business concerns (as defined
in section 637(a)(4) of title 15), small business
concerns (as defined in section 632(a) of title 15)
owned by women, and small business concerns
(as defined in section 632(a) of title 15) employ-
ing fewer than 100 employees.

(July 31, 1945, ch. 341, § 8, formerly § 9, 59 Stat.
529; Pub. L. 90–267, § 1(a), Mar. 13, 1968, 82 Stat.

47; Pub. L. 93–646, § 10, Jan. 4, 1975, 88 Stat. 2336;
Pub. L. 95–630, title XIX, § 1907(b), Nov. 10, 1978,
92 Stat. 3725; Pub. L. 98–181, title VI, §§ 618(b),
623, Nov. 30, 1983, 97 Stat. 1259, 1262; Pub. L.
99–472, § 20(b), (c), Oct. 15, 1986, 100 Stat. 1209,
1210; renumbered § 8, Pub. L. 102–429, title I,
§ 121(c)(2), Oct. 21, 1992, 106 Stat. 2199; Pub. L.
106–569, title XI, § 1104(a)(4), Dec. 27, 2000, 114
Stat. 3032; Pub. L. 107–189, § 12, June 14, 2002, 116
Stat. 704.)

PRIOR PROVISIONS

A prior section 8 of act July 31, 1945, ch. 341, was re-
numbered section 7 and is classified to section 635f of
this title.

AMENDMENTS

2002—Subsecs. (c) to (e). Pub. L. 107–189 added subsecs.
(c) to (e).

2000—Subsec. (b). Pub. L. 106–569 redesignated subsec.
(c) as (b) and struck out former subsec. (b) which read
as follows: ‘‘The report shall contain a description of
actions taken by the Bank in pursuance of the policy
of aiding, counseling, assisting, and protecting, insofar
as is possible, the interests of small business concerns
and of the activities of the member of the Board ap-
pointed to represent the interest of small business. In
addition, the Bank shall include in the report a descrip-
tion of specific activities and programs undertaken by
it to achieve the policy of section 3261 of title 22, and
section 2151q of title 22, as required by section
635(b)(1)(C) of this title.’’

Subsec. (c). Pub. L. 106–569 redesignated subsec. (c) as
(b) and directed redesignation of subsec. (e) as (c).

Subsec. (d). Pub. L. 106–569 struck out subsec. (d)
which required report to include actions taken by Bank
to aid industries, preserve and create highly skilled
jobs, and enhance opportunity for business growth and
expansion and comments of Advisory Committee.

Subsec. (e). Pub. L. 106–569, which directed redesigna-
tion of subsec. (e) as (c), could not be executed. See 1986
Amendment note and Termination Date of 1986 Amend-
ment note below.

1986—Subsec. (e). Pub. L. 99–472 temporarily added
subsec. (e). See Termination Date of 1986 Amendment
note below.

1983—Subsec. (b). Pub. L. 98–181, § 618(b)(1), inserted
‘‘and of the activities of the member of the Board ap-
pointed to represent the interests of small business’’.

Subsec. (c). Pub. L. 98–181, § 618(b)(2), added subsec.
(c).

Subsec. (d). Pub. L. 98–181, § 623, added subsec. (d).
1978—Subsec. (b). Pub. L. 95–630 inserted provision

that in addition, the Bank include in the report a de-
scription of specific activities and programs under-
taken by it to achieve the policy of section 3261 of title
22, and section 2151q of title 22, as required by section
635(b)(1)(C) of this title.

1975—Pub. L. 93–646 designated existing provisions as
subsec. (a), substituted provisions calling for an annual
report as of the close of business on the last day of each
fiscal year, for provisions calling for a semiannual re-
port as of the close of business on June 30 and Dec. 31
of each year, and added subsec. (b).

1968—Pub. L. 90–267 changed name of ‘‘Export-Import
Bank of Washington’’ to ‘‘Export-Import Bank of the
United States’’.

TERMINATION DATE OF 1986 AMENDMENT

Section 20(c) of Pub. L. 99–472 provided that: ‘‘Effec-
tive March 2, 1988, the amendment made by subsection
(b) [amending this section] is repealed.’’

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective Nov. 10, 1978,
see section 1917 of Pub. L. 95–630, set out as a note
under section 635 of this title.
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REPORTS

Pub. L. 107–189, § 8(c), June 14, 2002, 116 Stat. 701, pro-
vided that: ‘‘The Export-Import Bank of the United
States shall include in the annual report required by
section 8(a) of the Export-Import Bank Act of 1945 [12
U.S.C. 635g(a)] for each of fiscal years 2002 through 2006
a report on the efforts made by the Bank to carry out
subparagraphs (E)(x) and (J) of section 2(b)(1) of such
Act [12 U.S.C. 635(b)(1)], and on how the efforts are as-
sisting small businesses.’’

FINANCING FOR RENEWABLE ENERGY PROJECTS

Pub. L. 101–167, title V, § 534(d), Nov. 21, 1989, 103 Stat.
1231, provided that:

‘‘(1) Of the financing provided by the Export-Import
Bank that is utilized for the support of exports for the
energy sector, the Bank shall seek to provide not less
than 5 per centum of such financing for renewable en-
ergy projects.

‘‘(2) The Export-Import Bank shall take all appro-
priate steps to finance information exchanges and
training whose purpose it is to help link United States
producers in the renewable energy sector with assist-
ance programs and potential foreign customers.

‘‘(3) Beginning on April 15, 1990, the Chairman of the
Export-Import Bank shall submit an annual report to
the Committees on Appropriations on the Bank’s im-
plementation of this subsection.’’

SUBMISSION OF ANNUAL REPORT

Pub. L. 89–348, § 2(9), Nov. 8, 1965, 79 Stat. 1312, modi-
fied requirement relating to submission of reports to
Congress by providing for annual reports instead of
semiannual reports.

§ 635h. Exemption from prohibition of section
955 of title 18

Notwithstanding the provisions of section 955
of title 18, any person, including any individual,
partnership, corporation, or association, may
act for or participate with the Export-Import
Bank of the United States in any operation or
transaction, or may acquire any obligation is-
sued in connection with any operation or trans-
action, engaged in by the Bank.

(July 31, 1945, ch. 341, § 9, formerly § 11, 59 Stat.
529; Sept. 3, 1954, ch. 1263, § 29, 68 Stat. 1237; Pub.
L. 90–267, § 1(a), Mar. 13, 1968, 82 Stat. 47; renum-
bered § 9, Pub. L. 102–429, title I, § 121(c)(3), Oct.
21, 1992, 106 Stat. 2199.)

PRIOR PROVISIONS

A prior section 9 of act July 31, 1945, ch. 341, was re-
numbered section 8 and is classified to section 635g of
this title.

AMENDMENTS

1968—Pub. L. 90–267 changed name of ‘‘Export-Import
Bank of Washington’’ to ‘‘Export-Import Bank of the
United States’’.

1954—Act Sept. 3, 1954, substituted ‘‘section 955 of
title 18’’ for ‘‘section 804a of title 31’’.

§§ 635i to 635i�2. Repealed. Pub. L. 102�429, title
I, § 121(c)(1), Oct. 21, 1992, 106 Stat. 2199

Section 635i, act July 31, 1945, ch. 341, § 12, as added
June 9, 1947, ch. 101, § 4, 61 Stat. 131; amended Mar. 13,
1968, Pub. L. 90–267, § 1(a), 82 Stat. 47, related to assump-
tion of rights and liabilities of existing Bank by Ex-
port-Import Bank of the United States including trans-
fer of funds, property, personnel, etc.

Section 635i–1, act July 31, 1945, ch. 341, § 13, as added
Nov. 30, 1983, Pub. L. 98–181, title VI, § 619(a), 97 Stat.
1260, related to establishment of special facilities in
support of export transactions to Brazil and Mexico.

Section 635i–2, act July 31, 1945, ch. 341, § 14, as added
Nov. 30, 1983, Pub. L. 98–181, title VI, § 621, 97 Stat. 1261,
related to notification to Congress of decrease in cap-
ital level of Bank.

§ 635i�3. Tied Aid Credit Fund and program

(a) Findings
The Congress finds that—

(1) tied aid and partially untied aid credits
offered by other countries are a predatory
method of financing exports because of their
market-distorting effects;

(2) these distortions have caused the United
States to lose export sales, with resulting
losses in economic growth and employment;

(3) these practices undermine market mech-
anisms that would otherwise result in export
purchase decisions made on the basis of price,
quality, delivery, and other factors directly
related to the export, where official financing
is not subsidized and would be a neutral factor
in the transaction;

(4) support of commercial exports by donor
countries with tied aid and partially untied
aid credits impedes the growth of developing
countries because it diverts development as-
sistance funds from essential developmental
purposes;

(5) the Bank has, at a minimum, the follow-
ing two tasks—

(A)(i) first, the Bank should match foreign
export credit agencies and aid agencies when
they engage in tied aid outside the confines
of the Arrangement and when they exploit
loopholes, such as untied aid;

(ii) such matching is needed to provide the
United States with leverage in efforts at the
OECD to reduce the overall level of export
subsidies;

(iii) only through matching foreign export
credit offers can the Bank buttress United
States negotiators in their efforts to bring
these loopholes within the disciplines of the
Arrangement; and

(iv) in order to bring untied aid within the
discipline of the Arrangement, the Bank
should consider initiating highly competi-
tive financial support when the Bank learns
that foreign untied aid offers will be made;
and

(B) second, the Bank should support
United States exporters when the exporters
face foreign competition that is consistent
with the Arrangement and the Subsidies
Code of the World Trade Organization, but
which places United States exporters at a
competitive disadvantage; and
(6) there should be established in the Bank a

tied aid program to target the export markets
of those countries which make extensive use
of tied aid or partially untied aid credits, or
untied aid used to promote exports as if it
were tied aid, for commercial advantage for
the purposes of—

(A) enforcing compliance with the existing
Arrangement restricting the use of tied aid
and partially untied aid credits for commer-
cial purposes; and

(B) facilitating efforts to negotiate, estab-
lish, and enforce new or revised comprehen-
sive international arrangements effectively



Page 214TITLE 12—BANKS AND BANKING§ 635i�3

restricting the use of tied aid and partially
untied aid credits, or untied aid used to pro-
mote exports as if it were tied aid, for com-
mercial purposes;

and such program should be used aggressively
for such purposes.

(b) Establishment of tied aid credit program
(1) In general

The Bank shall establish a tied aid credit
program under which grants shall be made
from funds available in the Tied Aid Credit
Fund established under subsection (c) of this
section—

(A) to supplement the financing of a
United States export when there is a reason-
able expectation that predatory financing
will be provided by another country for a
sale by a competitor of the United States ex-
porter with respect to such export and with
special attention to matching tied aid and
partially untied aid credits extended by
other governments—

(i) in violation of the Arrangement; or
(ii) in cases in which the Bank deter-

mines that United States trade or eco-
nomic interests justify the matching of
tied aid credits extended in compliance
with the Arrangement, including grand-
fathered cases;

(B) to supplement the financing of United
States exports to foreign markets which are
actual or potential export markets for any
country which the Bank determines—

(i) engages in predatory official export
financing through the use of tied aid or
partially untied aid credits, and impedes
negotiations or violates agreements on
tied aid to eliminate the use of such cred-
its for commercial purposes; or

(ii) engages in predatory financing prac-
tices that seek to circumvent inter-
national agreements on tied aid; or

(C) to supplement the financing of United
States exports under such other circum-
stances as the Bank may determine to be ap-
propriate for carrying out the purposes of
this section.

(2) Administration of program
The tied aid credit program shall be admin-

istered by the Bank—
(A) in consultation with the Secretary and

in accordance with the principles, process,
and standards developed pursuant to para-
graph (5) of this subsection and the purposes
described in subsection (a)(5) of this section;

(B) in cooperation with United States ex-
porters and private financial institutions or
entities, and in consultation with other Fed-
eral agencies, as appropriate; and

(C) in consultation with the National Ad-
visory Council on International Monetary
and Financial Policies.

(3) Coordination with other export financing
Under the tied aid credit program, the Bank

may combine grants from the Tied Aid Credit
Fund with—

(A) any guarantee, insurance, or other ex-
tension of credit provided by the Bank under
this subchapter;

(B) any export financing provided by any
private financial institution or other entity;
and

(C) any other type of export financing,

in such manner and under such terms as the
Bank determines to be appropriate, including
combinations of export financing in the form
of blended financing and parallel financing.
(4) Information on countries which engage in

official predatory export financing and im-
pede negotiations

In order to assist the Bank to make the
most efficient use of funds available for sup-
plemental financing under paragraph (1)(B),
the United States Trade Representative and
the Secretary of Commerce may provide infor-
mation on principal sectors and key markets
of countries described in paragraph (1)(B) to
the Bank, the Secretary, and the National Ad-
visory Council on International Monetary and
Financial Policies. The Bank shall also re-
quest and take into consideration the views of
the private sector on principal sectors and key
markets of countries described in paragraph
(1)(B).
(5) Principles, process, and standards govern-

ing use of the Fund
(A) In general

The Secretary and the Bank jointly shall
develop a process for, and the principles and
standards to be used in, determining how the
amounts in the Tied Aid Credit Fund could
be used most effectively and efficiently to
carry out the purposes of subsection (a)(6) of
this section.
(B) Content of principles, process, and stand-

ards
(i) Consideration of certain principles and

standards
In developing the principles and stand-

ards referred to in subparagraph (A), the
Secretary and the Bank shall consider ad-
ministering the Tied Aid Credit Fund in
accordance with the following principles
and standards:

(I) The Tied Aid Credit Fund should be
used to leverage multilateral negotia-
tions to restrict the scope for aid-fi-
nanced trade distortions through new
multilateral rules, and to police existing
rules.

(II) The Tied Aid Credit Fund will be
used to counter a foreign tied aid credit
confronted by a United States exporter
when bidding for a capital project.

(III) Credible information about an
offer of foreign tied aid will be required
before the Tied Aid Credit Fund is used
to offer specific terms to match such an
offer.

(IV) The Tied Aid Credit Fund will be
used to enable a competitive United
States exporter to pursue further market
opportunities on commercial terms made
possible by the use of the Fund.

(V) Each use of the Tied Aid Credit
Fund will be in accordance with the Ar-
rangement unless a breach of the Ar-
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rangement has been committed by a for-
eign export credit agency.

(VI) The Tied Aid Credit Fund may
only be used to defend potential sales by
United States companies to a project
that is environmentally sound.

(VII) The Tied Aid Credit Fund may be
used to preemptively counter potential
foreign tied aid offers without triggering
foreign tied aid use.

(ii) Conclusion
Once the principles, process and stand-

ards referred to in subparagraph (A) are
followed, the final case-by-case decisions
on the use of the Tied Aid Credit Fund
shall be made by the Bank: Provided how-
ever, That the Bank shall not approve the
extension of a proposed tied aid credit if
the President of the United States deter-
mines, after consulting with the President
of the Bank and the Secretary of the
Treasury, that the extension of the tied
aid credit would materially impede achiev-
ing the purposes described in subsection
(a)(6) of this section.

(C) Initial principles, process, and standards
As soon as is practicable but not later

than 6 months after June 14, 2002, the Sec-
retary and the Bank shall submit to the
Committee on Financial Services of the
House of Representatives and the Committee
on Banking, Housing, and Urban Affairs of
the Senate a copy of the principles, process,
and standards developed pursuant to sub-
paragraph (A).

(D) Transitional principles and standards
The principles and standards set forth in

subparagraph (B)(i) shall govern the use of
the Tied Aid Credit Fund until the prin-
ciples, process, and standards required by
subparagraph (C) are submitted.

(E) Update and revision
The Secretary and the Bank jointly should

update and revise, as needed, the principles,
process, and standards developed pursuant to
subparagraph (A), and, on doing so, shall
submit to the Committee on Financial Serv-
ices of the House of Representatives and the
Committee on Banking, Housing, and Urban
Affairs of the Senate a copy of the prin-
ciples, process, and standards so updated and
revised.

(6) Reconsideration of decisions
(A) In general

Taking into consideration the time sen-
sitivity of transactions, the Board of Direc-
tors of the Bank shall expeditiously pursu-
ant to paragraph (2) reconsider a decision of
the Board to deny an application for the use
of the Tied Aid Credit Fund if the applicant
submits the request for reconsideration
within 3 months of the denial.

(B) Procedural rules
In any such reconsideration, the applicant

may be required to provide new information
on the application.

(c) Tied Aid Credit Fund
(1) In general

There is hereby established within the Bank
a fund to be known as the ‘‘Tied Aid Credit
Fund’’ (hereinafter in this section referred to
as the ‘‘Fund’’), consisting of such amounts as
may be appropriated to the Fund pursuant to
the authorization contained in subsection (e)
of this section.
(2) Expenditures from Fund

Amounts in the Fund shall be available for
grants made by the Bank under the tied aid
credit program established pursuant to sub-
section (b) of this section and to reimburse the
Bank for the amount equal to the
concessionality level of any tied aid credits
authorized by the Bank.

(d) Consistency with Arrangement
Any export financing involving the use of a

grant under the tied aid credit program shall be
consistent with the procedures established by
the Arrangement, as in effect at the time such
financing is approved.
(e) Authorization

There are authorized to be appropriated to the
Fund such sums as may be necessary to carry
out the purposes of this section. Such sums are
authorized to remain available until expended.
(f) Nonreviewability

No action taken under this section shall be re-
viewable by any court, except for abuse of dis-
cretion.
(g) Report to Congress

(1) In general
The Bank, in consultation with the Sec-

retary, shall submit an annual report on tied
aid credits to the Committee on Banking,
Housing, and Urban Affairs of the Senate and
the Committee on Financial Services of the
House of Representatives.
(2) Contents of reports

Each report required under paragraph (1)
shall contain a description of—

(A) the implementation of the Arrange-
ment restricting tied aid and partially un-
tied aid credits for commercial purposes, in-
cluding the operation of notification and
consultation procedures;

(B) all principal offers of tied aid credit fi-
nancing by foreign countries during the pre-
vious 6-month period, including all offers no-
tified by countries participating in the Ar-
rangement, and in particular—

(i) offers grandfathered under the Ar-
rangement; and

(ii) notifications of exceptions under the
Arrangement;

(C) any use by the Bank of the Tied Aid
Credit Fund to match specific offers, includ-
ing those that are grandfathered or excep-
tions under the Arrangement; and

(D) other actions by the United States
Government to combat predatory financing
practices by foreign governments, including
additional negotiations among participating
governments in the Arrangement.
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(3) Confidential information
To the extent the Bank determines any in-

formation required to be included in the re-
port under this subsection should not be made
public, such information may be submitted
separately on a confidential basis or provided
orally, rather than in written form, to the
Chairmen and ranking minority Members of
the Committees of the Senate and the House
of Representatives with jurisdiction over the
subject matter of the report.

(h) Definitions
For purposes of this section, the following

definitions shall apply:

(1) Tied aid and partially untied aid credit
The terms ‘‘tied aid credit’’ and ‘‘partially

untied aid credit’’ mean any credit which—
(A) has a grant element greater than zero

percent, as determined by the Development
Assistance Committee of the Organization
for Economic Cooperation and Development;

(B) is, in fact or in effect, tied to—
(i) the procurement of goods or services

from the donor country, in the case of tied
aid credit; or

(ii) the procurement of goods or services
from a restricted number of countries, in
the case of partially untied aid credit; and

(C) is financed either exclusively from pub-
lic funds or partly from public and partly
from private funds.

(2) Secretary
The term ‘‘Secretary’’ means the Secretary

of the Treasury.

(3) Arrangement
The term ‘‘Arrangement’’ means the Ar-

rangement on Guidelines for Officially Sup-
ported Export Credits established through the
Organization for Economic Cooperation and
Development.

(4) Blended financing
The term ‘‘blended financing’’ means financ-

ing provided through any combination of offi-
cial development assistance, official export
credits, and private commercial credit which
is integrated into a single agreement with a
single set of financial terms.

(5) Parallel financing
The term ‘‘parallel financing’’ means financ-

ing provided by any combination of official de-
velopment assistance, official export credits,
and private commercial credit which is not in-
tegrated into a single agreement and does not
have a single set of financial terms.

(6) Offers grandfathered under the Arrange-
ment

The term ‘‘offers grandfathered under the
Arrangement’’ means—

(A) financing offers made or lines of credit
extended on or before February 15, 1992; or

(B) financing offers extended for subloans
under lines of credit referred to in subpara-
graph (A) made on or before August 15, 1992,
or, in the case of Mexico, on or before De-
cember 31, 1992.

(7) Market window
The Bank, in consultation with the Sec-

retary of the Treasury, shall define ‘‘market
window’’ for purposes of this section.

(July 31, 1945, ch. 341, § 10, formerly § 15, as added
Pub. L. 99–472, § 19, Oct. 15, 1986, 100 Stat. 1205;
amended Pub. L. 100–217, Dec. 29, 1987, 101 Stat.
1454; Pub. L. 100–418, title III, § 3302(b), Aug. 23,
1988, 102 Stat. 1383; Pub. L. 101–240, title I,
§ 101(b), Dec. 19, 1989, 103 Stat. 2493; Pub. L.
101–513, title V, § 562(d), Nov. 5, 1990, 104 Stat.
2036; renumbered § 10 and amended Pub. L.
102–429, title I, §§ 103, 121(c)(4), Oct. 21, 1992, 106
Stat. 2187, 2199; Pub. L. 104–97, § 1, Jan. 11, 1996,
109 Stat. 984; Pub. L. 104–107, title V, § 579, Feb.
12, 1996, 110 Stat. 751; Pub. L. 105–121, § 3, Nov. 26,
1997, 111 Stat. 2528; Pub. L. 106–569, title XI,
§ 1103(d)(2), Dec. 27, 2000, 114 Stat. 3031; Pub. L.
107–189, §§ 9, 10(c), (d), 24(a)(2)(E), June 14, 2002,
116 Stat. 701, 703, 704, 708.)

PRIOR PROVISIONS

A prior section 10 of act July 31, 1945, ch. 341, repealed
section 713b of Title 15, Commerce and Trade.

AMENDMENTS

2002—Subsec. (a)(4). Pub. L. 107–189, § 10(c)(1), struck
out ‘‘and’’ at end.

Subsec. (a)(5). Pub. L. 107–189, § 10(c)(3), added par. (5).
Former par. (5) redesignated (6).

Pub. L. 107–189, § 10(c)(2), inserted ‘‘, or untied aid
used to promote exports as if it were tied aid,’’ before
‘‘for commercial’’ in introductory provisions and in
subpar. (B).

Subsec. (a)(6). Pub. L. 107–189, § 10(c)(3), redesignated
par. (5) as (6).

Subsec. (b)(2)(A). Pub. L. 107–189, § 9(a)(1), added sub-
par. (A) and struck out former subpar. (A) which read
as follows: ‘‘in consultation with the Secretary and in
accordance with the Secretary’s recommendations on
how such credits could be used most effectively and ef-
ficiently to carry out the purposes described in sub-
section (a)(5) of this section;’’.

Subsec. (b)(5). Pub. L. 107–189, § 9(a)(2), added par. (5).
Subsec. (b)(6). Pub. L. 107–189, § 9(b), added par. (6).
Subsec. (g)(1). Pub. L. 107–189, § 24(a)(2)(E), substituted

‘‘Committee on Financial Services of the House of Rep-
resentatives’’ for ‘‘Committee on Banking, Finance and
Urban Affairs of the House of Representatives’’.

Subsec. (h)(7). Pub. L. 107–189, § 10(d), added par. (7).
2000—Subsec. (g)(1). Pub. L. 106–569 substituted ‘‘The

Bank’’ for ‘‘On or before October 15, 1992, and every 6
months thereafter, the Bank’’ and ‘‘submit an annual
report’’ for ‘‘submit a report’’.

1997—Subsec. (c)(2). Pub. L. 105–121, § 3(a), struck out
‘‘through September 30, 1997’’ after ‘‘authorized by the
Bank’’.

Subsec. (e). Pub. L. 105–121, § 3(b), amended first sen-
tence generally. Prior to amendment first sentence
read as follows: ‘‘There are authorized to be appro-
priated to the Fund such sums as may be necessary for
each of fiscal years 1996 and 1997.’’

1996—Subsec. (c)(2). Pub. L. 104–107, § 579(a), which di-
rected substitution of ‘‘1997’’ for ‘‘1995’’, could not be
executed because ‘‘1995’’ does not appear in text after
amendment by Pub. L. 104–97. See below.

Pub. L. 104–97, § 1(a), substituted ‘‘1997’’ for ‘‘1995’’.
Subsec. (e). Pub. L. 104–107, § 579(b), which directed

substitution of ‘‘1996 and 1997’’ for ‘‘1993, 1994, and 1995’’,
could not be executed because that language does not
appear in text after general amendment by Pub. L.
104–97. See below.

Pub. L. 104–97, § 1(b), substituted ‘‘There are author-
ized to be appropriated to the Fund such sums as may
be necessary for each of fiscal years 1996 and 1997.’’ for
‘‘There are authorized to be appropriated to the Fund
$500,000,000 for each of fiscal years 1993, 1994, and 1995.’’
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1992—Subsec. (a). Pub. L. 102–429, § 103(c)(1), (2), sub-
stituted ‘‘predatory’’ for ‘‘predacious’’ in par. (1),
struck out ‘‘temporary’’ before ‘‘tied aid program’’ in
introductory provisions of par. (5), and substituted ‘‘ex-
isting Arrangement’’ for ‘‘existing arrangement’’ in
par. (5)(A).

Subsec. (b)(1). Pub. L. 102–429, § 103(c)(3)(A), sub-
stituted ‘‘The’’ for ‘‘To carry out the purposes of sub-
section (a)(5) of this section, the’’.

Subsec. (b)(1)(A). Pub. L. 102–429, § 103(c)(1), (3)(B),
substituted ‘‘predatory’’ for ‘‘predacious’’ and inserted
before semicolon ‘‘and with special attention to match-
ing tied aid and partially untied aid credits extended by
other governments—’’ followed by cls. (i) and (ii).

Subsec. (b)(1)(B). Pub. L. 102–429, § 103(c)(1), (3)(C), in
cl. (i) substituted ‘‘predatory’’ for ‘‘predacious’’ and
‘‘partially untied aid credits, and impedes negotiations
or violates agreements on tied aid to eliminate the use
of such credits for commercial purposes; or’’ for ‘‘par-
tially untied aid credits; and’’, added cl. (ii), and struck
out former cl. (ii) which read as follows: ‘‘impedes ne-
gotiations to eliminate the use of such credits for com-
mercial purposes; or’’.

Subsec. (b)(2). Pub. L. 102–429, § 103(c)(4), (5), struck
out ‘‘of the Treasury’’ after ‘‘Secretary’’ in subpar. (A)
and substituted ‘‘United States exporters and private
financial institutions or entities, and in consultation
with other Federal agencies’’ for ‘‘private financial in-
stitutions or entities’’ in subpar. (B).

Subsec. (b)(4). Pub. L. 102–429, § 103(c)(6), inserted at
end ‘‘The Bank shall also request and take into consid-
eration the views of the private sector on principal sec-
tors and key markets of countries described in para-
graph (1)(B).’’

Subsec. (c)(2). Pub. L. 102–429, § 103(a), substituted
‘‘September 30, 1995’’ for ‘‘fiscal year 1992’’.

Subsec. (e). Pub. L. 102–429, § 103(b), amended subsec.
(e) generally, substituting present provisions for provi-
sions which authorized appropriations for fiscal years
1987 through 1992 and provided authority for Presi-
dential rescission.

Subsec. (g)(1). Pub. L. 102–429, § 103(c)(7), amended par.
(1) generally. Prior to amendment, par. (1) read as fol-
lows: ‘‘REPORT REQUIRED.—Before the end of the 6-
month period beginning on October 15, 1986, and every
six months thereafter, the Bank, in consultation with
the Secretary, shall prepare and transmit a report on
tied aid credits to the President of the Senate and the
Speaker of the House of Representatives.’’

Subsec. (g)(2). Pub. L. 102–429, § 103(c)(7), amended par.
(2) generally. Prior to amendment, par. (2) read as fol-
lows: ‘‘CONTENTS OF REPORT.—Each report required by
paragraph (1) shall contain a description of—

‘‘(A) the principal offers of predacious financing by
foreign countries during the course of the previous 6
months;

‘‘(B) steps taken by the United States to combat
specific predacious financing practices of foreign
countries;

‘‘(C) any use by the Bank of the Tied Aid Credit
Fund to match specific predacious financing prac-
tices of foreign countries and to initiate tied aid
credit offers;

‘‘(D) any additional steps the United States may
take in the future to discourage use of predacious fi-
nancing practices; and

‘‘(E) the progress achieved by negotiations con-
ducted to carry out the purposes described in sub-
section (a)(5) of this section.’’
Subsec. (h). Pub. L. 102–429, § 103(c)(8), substituted

‘‘For purposes of this section, the following definitions
shall apply:’’ for ‘‘For the purpose of this section—’’ in
introductory provisions and added par. (6).

1990—Subsec. (c)(2). Pub. L. 101–513, § 562(d)(2), sub-
stituted ‘‘1992’’ for ‘‘1991’’.

Subsec. (e)(1). Pub. L. 101–513, § 562(d)(1), substituted
‘‘for fiscal year 1990, $300,000,000, and for each of fiscal
years 1991 and 1992, $500,000,000’’ for ‘‘and for fiscal
years 1990 and 1991, $300,000,000’’.

1989—Subsec. (a)(5). Pub. L. 101–240, § 101(b)(1), sub-
stituted ‘‘for the purposes of—’’, pars. (A) and (B), and

concluding provisions for ‘‘for the purpose of facilitat-
ing the negotiation of a comprehensive international
arrangement restricting the use of tied aid and par-
tially untied aid credits for commercial purposes, and
such program should be aggressively used until such an
arrangement is established.’’

Subsec. (b)(1). Pub. L. 101–240, § 101(b)(2), inserted in-
troductory provisions and struck out former introduc-
tory provisions which read as follows: ‘‘For the purpose
of facilitating the negotiation of a comprehensive
international arrangement restricting the use of tied
aid and partially untied aid credits for commercial pur-
poses, the Bank shall establish a tied aid credit pro-
gram under which grants shall be made from funds
available in the Tied Aid Credit Fund established under
subsection (c) of this section—’’.

Subsec. (b)(2)(A). Pub. L. 101–240, § 101(b)(3), sub-
stituted ‘‘carry out the purposes described in sub-
section (a)(5) of this section’’ for ‘‘promote the negotia-
tion of a comprehensive international arrangement re-
stricting the use of tied aid and partially untied aid
credits for commercial purposes’’.

Subsec. (c)(2). Pub. L. 101–240, § 101(b)(4), substituted
‘‘amount equal to the concessionality level’’ for ‘‘cost’’
and ‘‘through fiscal year 1991’’ for ‘‘during fiscal years
1986, 1987, 1988, and 1989’’.

Subsec. (e)(1). Pub. L. 101–240, § 101(b)(7), which di-
rected the insertion of ‘‘, and for fiscal years 1990, 1991,
and 1992, $200,000,000’’ after ‘‘$300,000,000’’ was not exe-
cuted in view of earlier amendment by section 101(b)(5)
of Pub. L. 101–240, which inserted ‘‘, and for fiscal years
1990 and 1991, $300,000,000’’ after ‘‘$300,000,000’’, and in
view of Senate floor amendment of the bill which added
the authorization contained in section 101(b)(5) and was
intended to replace the authorization now appearing in
section 101(b)(7). See Cong. Rec., Vol. 135, pt. 22, pp.
31199, 31203.

Pub. L. 101–240, § 101(b)(5), inserted ‘‘, and for fiscal
years 1990 and 1991, $300,000,000’’ after ‘‘$300,000,000’’.

Subsec. (g)(2)(E). Pub. L. 101–240, § 101(b)(6), amended
subpar. (E) generally. Prior to amendment, subpar. (E)
read as follows: ‘‘any progress achieved in negotiations
to establish a comprehensive international arrange-
ment restricting the use of tied aid and partially untied
credits for commercial purposes.’’

1988—Subsecs. (c)(2), (e)(1). Pub. L. 100–418 substituted
‘‘1988, and 1989’’ for ‘‘and 1988’’.

1987—Subsec. (c)(2). Pub. L. 100–217 substituted ‘‘dur-
ing fiscal years 1986, 1987, and 1988’’ for ‘‘during fiscal
year 1986’’.

USE OF FUND TO DISCOURAGE PREDATORY FINANCING
PRACTICES

Section 3302(a) of Pub. L. 100–418 provided that: ‘‘The
Congress finds that—

‘‘(1) negotiations have led to an international
agreement to increase the grant element required in
tied aid credit offers;

‘‘(2) concern continues to exist that countries party
to the agreement may continue to offer tied aid cred-
its that deviate from the agreement;

‘‘(3) in such cases, the United States could continue
to lose export sales in connection with the aggres-
sive, and in some cases, unfair, tied aid practices of
such countries; and

‘‘(4) in such cases, the Export-Import Bank of the
United States should continue to use the Tied Aid
Credit Fund established by section 15(c) [now 10(c)] of
the Export-Import Bank Act of 1945 [12 U.S.C.
635i–3(c)] to discourage the use of such predatory fi-
nancing practices.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 635 of this title.

§ 635i�4. Repealed. Pub. L. 102�429, title I,
§ 121(c)(1), Oct. 21, 1992, 106 Stat. 2199

Section, act July 31, 1945, ch. 341, § 16, as added Oct.
21, 1986, Pub. L. 99–509, title II, § 2002, 100 Stat. 1880, re-
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lated to procedures and terms for sale of Bank loans to
public.

§ 635i�5. Environmental policy and procedures

(a) Environmental effects consideration

(1) In general
Consistent with the objectives of section

635(b)(1)(A) of this title, the Bank shall estab-
lish procedures to take into account the po-
tential beneficial and adverse environmental
effects of goods and services for which support
is requested under its direct lending and guar-
antee programs. Such procedures shall apply
to any transaction involving a project—

(A) for which long-term support of
$10,000,000 or more is requested from the
Bank;

(B) for which the Bank’s support would be
critical to its implementation; and

(C) which may have significant environ-
mental effects upon the global commons or
any country not participating in the project,
or may produce an emission, an effluent, or
a principal product that is prohibited or
strictly regulated pursuant to Federal envi-
ronmental law.

(2) Authority to withhold financing
The procedures established under paragraph

(1) shall permit the Board of Directors, in its
judgment, to withhold financing from a
project for environmental reasons or to ap-
prove financing after considering the potential
environmental effects of a project.

(b) Use of Bank programs to encourage certain
exports

(1) In general
The Bank shall encourage the use of its pro-

grams to support the export of goods and serv-
ices that have beneficial effects on the envi-
ronment or mitigate potential adverse envi-
ronmental effects (such as exports of products
and services used to aid in the monitoring,
abatement, control, or prevention of air,
water, and ground contaminants or pollution,
or which provide protection in the handling of
toxic substances, subject to a final determina-
tion by the Bank, and products and services
for foreign environmental projects dedicated
entirely to the prevention, control, or cleanup
of air, water, or ground pollution, including
facilities to provide for control or cleanup, and
used in the retrofitting of facility equipment
for the sole purpose of mitigating, controlling,
or preventing adverse environmental effects,
subject to a final determination by the Bank).
The Board of Directors shall name an officer
of the Bank to advise the Board on ways that
the Bank’s programs can be used to support
the export of such goods and services. The offi-
cer shall act as liaison between the Bank and
other Federal Government agencies, including
the agencies whose representatives are mem-
bers of the Environmental Trade Promotion
Working Group of the Trade Promotion Co-
ordinating Committee, with respect to overall
United States Government policy on the envi-
ronment.

(2) Limitations on authorization of appropria-
tions

In addition to other funds available to sup-
port the export of goods and services described
in paragraph (1), there are authorized to be ap-
propriated to the Bank not more than
$35,000,000 for the cost (as defined in section
661a(5) of title 2) of supporting such exports. If,
in any fiscal year, the funds appropriated in
accordance with this paragraph are not fully
utilized due to insufficient qualified trans-
actions for the export of such goods and serv-
ices, such funds may be expended for other
purposes eligible for support by the Bank.

(c) Inclusion in report to Congress
The Bank shall provide in its annual report to

the Congress a summary of its activities under
subsections (a) and (b) of this section.
(d) Interpretation

Nothing in this section shall be construed to
create any cause of action.

(July 31, 1945, ch. 341, § 11, formerly § 17, as added
and renumbered § 11, Pub. L. 102–429, title I,
§§ 106, 121(c)(5), Oct. 21, 1992, 106 Stat. 2189, 2199;
amended Pub. L. 103–428, § 2(a), Oct. 31, 1994, 108
Stat. 4376.)

CODIFICATION

Another section 11 of act July 31, 1945, ch. 341, was re-
numbered section 14 and is classified to section 635i–8 of
this title.

PRIOR PROVISIONS

A prior section 11 of act July 31, 1945, ch. 341, was re-
numbered section 9 and is classified to section 635h of
this title.

AMENDMENTS

1994—Subsec. (b). Pub. L. 103–428 inserted par. (1) des-
ignation and heading, inserted before period at end of
first sentence ‘‘(such as exports of products and serv-
ices used to aid in the monitoring, abatement, control,
or prevention of air, water, and ground contaminants
or pollution, or which provide protection in the han-
dling of toxic substances, subject to a final determina-
tion by the Bank, and products and services for foreign
environmental projects dedicated entirely to the pre-
vention, control, or cleanup of air, water, or ground
pollution, including facilities to provide for control or
cleanup, and used in the retrofitting of facility equip-
ment for the sole purpose of mitigating, controlling, or
preventing adverse environmental effects, subject to a
final determination by the Bank)’’, and added par. (2).

§ 635i�6. Debt reduction; Enterprise for the
Americas Initiative

(a) Definitions
For purposes of this section—

(1) the term ‘‘eligible country’’ means a
country designated by the President in accord-
ance with subsection (b) of this section;

(2) the term ‘‘Facility’’ means the entity es-
tablished in the Department of the Treasury
by section 1738 of title 7; and

(3) the term ‘‘IMF’’ means the International
Monetary Fund.

(b) Eligibility for benefits under the Facility
(1) Requirements

To be eligible for benefits from the Facility
under this section, a country must—
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(A) be a Latin American or Caribbean
country;

(B) have in effect, have received approval
for, or, as appropriate in exceptional circum-
stances, be making significant progress to-
ward—

(i) an IMF standby arrangement, ex-
tended IMF arrangement, or an arrange-
ment under the structural adjustment fa-
cility or enhanced structural adjustment
facility or, in exceptional circumstances,
an IMF monitored program or its equiva-
lent; and

(ii) as appropriate, structural or sectoral
adjustment loans from the International
Bank for Reconstruction and Development
or the International Development Associa-
tion;

(C) have put in place major investment re-
forms in conjunction with an Inter-Amer-
ican Development Bank loan or otherwise be
implementing, or making significant
progress toward, an open investment regime;
and

(D) if appropriate, have agreed with its
commercial bank lenders on a satisfactory
financing program, including, as appro-
priate, debt or debt service reduction.

(2) Eligibility determinations
The President shall determine whether a

country is an eligible country for purposes of
paragraph (1).

(c) Loans eligible for sale, reduction, or cancella-
tion

(1) Authority to sell, reduce, or cancel certain
loans

Notwithstanding any other provision of law,
the President may, in accordance with this
section, sell to any eligible purchaser any loan
or portion thereof made before January 1, 1992,
to any eligible country or any agency thereof
pursuant to this subchapter, or, on receipt of
payment from an eligible purchaser, reduce or
cancel such loan or portion thereof, only for
the purpose of facilitating—

(A) debt-for-equity swaps, debt-for-devel-
opment swaps, or debt-for-nature swaps; or

(B) a debt buy-back by an eligible country
of its own qualified debt, only if the eligible
country uses an additional amount of the
local currency of the eligible country, equal
to not less than 40 percent of the price paid
for such debt by such eligible country, or the
difference between the price paid for such
debt and the face value of such debt, to sup-
port activities that link conservation and
sustainable use of natural resources with
local community development, and child
survival and other child development activi-
ties, in a manner consistent with sections
1738f through 1738k of title 7,

if the sale, reduction, or cancellation would
not contravene any term or condition of any
prior agreement relating to such loan.
(2) Terms and conditions

Notwithstanding any other provision of law,
the President shall, in accordance with this
section, establish the terms and conditions

under which loans may be sold, reduced, or
canceled pursuant to this section.
(3) Treatment under securities laws

The filing of a registration statement under
the Securities Act of 1933 [15 U.S.C. 77a et seq.]
shall not be required with respect to the sale
or offer for sale by the Bank of a loan or any
interest therein pursuant to this section. For
purposes of the Securities Act of 1933, the
Bank shall not be deemed to be an issuer or
underwriter with respect to any subsequent
sale or other disposition of such loan (or any
interest therein) or any security received by
an eligible purchaser pursuant to any debt-for-
equity swap, debt-for-development swap, or
debt-for-nature swap.
(4) Administration

The Facility shall notify the Bank of pur-
chasers that the President has determined to
be eligible, and shall direct the Bank to carry
out the sale, reduction, or cancellation of a
loan pursuant to this section. The Bank shall
make an adjustment in its accounts to reflect
the sale, reduction, or cancellation.
(5) Limitations

The authorities of this subsection may be
exercised only to such extent as provided for
in advance in appropriations Acts, as nec-
essary to implement the Federal Credit Re-
form Act of 1990 [2 U.S.C. 661 et seq.].

(d) Deposit of proceeds
The proceeds from the sale, reduction, or can-

cellation of any loan sold, reduced, or canceled
pursuant to this section shall be deposited in the
United States Government account or accounts
established for the repayment of such loan.
(e) Eligible purchasers

A loan may be sold pursuant to subsection
(c)(1)(A) of this section only to a purchaser who
presents plans satisfactory to the President for
using the loan for the purpose of engaging in
debt-for-equity swaps, debt-for-development
swaps, or debt-for-nature swaps.
(f) Debtor consultation

Before the sale to any eligible purchaser, or
any reduction or cancellation pursuant to this
section, of any loan made to an eligible country,
the President shall consult with the country
concerning the amount of loans to be sold, re-
duced, or canceled and their uses for debt-for-eq-
uity swaps, debt-for-development swaps, or debt-
for-nature swaps.
(g) Authorization of appropriations

For the sale, reduction, and cancellation of
loans or portions thereof pursuant to this sec-
tion, there are authorized to be appropriated to
the President such sums as may be necessary,
which are authorized to remain available until
expended.

(July 31, 1945, ch. 341, § 12, formerly § 18, as added
and renumbered § 12, Pub. L. 102–429, title I,
§§ 108, 121(c)(6), Oct. 21, 1992, 106 Stat. 2191, 2199;
Pub. L. 107–189, § 24(b)(5), June 14, 2002, 116 Stat.
709.)

REFERENCES IN TEXT

The Securities Act of 1933, referred to in subsec.
(c)(3), is title I of act May 27, 1933, ch. 38, 48 Stat. 74,
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as amended, which is classified generally to subchapter
I (§ 77a et seq.) of chapter 2A of Title 15, Commerce and
Trade. For complete classification of this Act to the
Code, see section 77a of Title 15 and Tables.

The Federal Credit Reform Act of 1990, referred to in
subsec. (c)(5), is title V of Pub. L. 93–344, as added Pub.
L. 101–508, title XIII, § 13201(a), Nov. 5, 1990, 104 Stat.
1388–609, which is classified generally to subchapter III
(§ 661 et seq.) of chapter 17A of Title 2, The Congress.
For complete classification of this Act to the Code, see
Short Title of 1990 Amendment note set out under sec-
tion 621 of Title 2 and Tables.

PRIOR PROVISIONS

A prior section 12 of act July 31, 1945, ch. 341, was
classified to section 635i of this title, prior to repeal by
Pub. L. 102–429, § 121(c)(1).

AMENDMENTS

2002—Subsec. (a)(1). Pub. L. 107–189 substituted ‘‘sub-
section (b) of this section’’ for ‘‘section (b) of this sec-
tion’’.

§ 635i�7. Cooperation on export financing pro-
grams

The Bank shall, subject to appropriate memo-
randa of understanding—

(1) provide complete and current informa-
tion on all of its programs and financing prac-
tices to—

(A) the Small Business Administration and
other Federal agencies involved in promot-
ing exports and marketing export financing
programs; and

(B) State and local export financing orga-
nizations that indicate a desire to partici-
pate in export promotion; and

(2) consistent with the provisions of section
4721(f)(2) of title 15, undertake a program to
provide training for personnel designated in
such memoranda with respect to such financ-
ing programs.

(July 31, 1945, ch. 341, § 13, formerly § 19, as added
and renumbered § 13, Pub. L. 102–429, title I,
§§ 115, 121(c)(7), Oct. 21, 1992, 106 Stat. 2196, 2199.)

PRIOR PROVISIONS

A prior section 13 of act July 31, 1945, ch. 341, was
classified to section 635i–1 of this title, prior to repeal
by Pub. L. 102–429, § 121(c)(1).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 15 section 4721.

§ 635i�8. Special debt relief for poorest, most
heavily indebted countries

(a) Debt reduction authority
The President may reduce amounts of prin-

cipal and interest owed by any eligible country
to the Bank as a result of loans or guarantees
made under this subchapter.

(b) Limitations

(1) Types of debt reduction
The authority provided by subsection (a) of

this section may be exercised only to imple-
ment multilateral agreements to reduce the
burden of official bilateral debt as set forth in
the minutes of the so-called ‘‘Paris Club’’ (also
known as ‘‘Paris Club Agreed Minutes’’).

(2) Eligible countries
(A) ��Eligible country�� defined

As used in subsection (a) of this section,
the term ‘‘eligible country’’ means any
country that—

(i) has excessively burdensome external
debt;

(ii) is eligible to borrow from the Inter-
national Development Association; and

(iii) is not eligible to borrow from the
International Bank for Reconstruction and
Development.

(B) Determinations
Subject to subparagraph (A), the President

may determine whether a country is an eli-
gible country for purposes of subsection (a)
of this section.

(c) Conditions
The authority provided by this section may be

exercised only with respect to a country whose
government—

(1) does not have an excessive level of mili-
tary expenditures;

(2) has not repeatedly provided support for
acts of international terrorism;

(3) is not failing to cooperate on inter-
national narcotics control matters; and

(4) (including its military or other security
forces) does not engage in a consistent pattern
of gross violations of internationally recog-
nized human rights.

(d) Appropriations
The authority provided by subsection (a) of

this section may be exercised only in such
amounts or to such extent as is provided in ad-
vance in appropriations Acts.

(July 31, 1945, ch. 341, § 14, formerly § 11, as added
Pub. L. 103–87, title V, § 570(b), Sept. 30, 1993, 107
Stat. 970; renumbered § 14, Pub. L. 103–428, § 2(b),
Oct. 31, 1994, 108 Stat. 4376; Pub. L. 107–189,
§ 24(b)(6), June 14, 2002, 116 Stat. 709.)

AMENDMENTS

2002—Subsec. (a). Pub. L. 107–189 substituted ‘‘prin-
cipal’’ for ‘‘principle’’.

DELEGATION OF AUTHORITY WITH RESPECT TO DEBT
REDUCTION FOR POOREST COUNTRIES

Memorandum of President of the United States, June
20, 1994, 59 F.R. 33413, provided:

Memorandum for the Secretary of the Treasury
By the authority vested in me as President by the

Constitution and the laws of the United States of
America, including section 570 of the Foreign Oper-
ations, Export Financing, and Related Programs Ap-
propriations Act, 1994 (Public Law 103–87) (the ‘‘Act’’)
[enacting 12 U.S.C. 635i–8], section 14 of the Export-Im-
port Bank Act of 1945 (12 U.S.C. 635—635i–8) [probably
means 12 U.S.C. 635i–8], and section 301 of title 3 of the
United States Code, it is hereby ordered as follows:

1. There are delegated to the Secretary of the
Treasury, in consultation with the Secretary of State
and the Secretary of Defense, the functions, authori-
ties, and duties conferred upon the President by sec-
tion 570(a) of the Act [107 Stat. 970].

2. There are delegated to the Secretary of the
Treasury, in consultation with the Secretary of State
and the President of the Export-Import Bank, the
functions, authorities, and duties conferred upon the
President by section 570(b) of the Act and section
14(a) of the Export-Import Bank Act of 1945 (12 U.S.C.
635—635i–8).
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The Secretary of the Treasury is authorized and di-
rected to publish this memorandum in the Federal Reg-
ister.

WILLIAM J. CLINTON.

§ 635i�9. Market windows

(a) Enhanced transparency
To ensure that the Bank financing remains

fully competitive, the United States should seek
enhanced transparency over the activities of
market windows in the OECD Export Credit Ar-
rangement. If such transparency indicates that
market windows are disadvantaging United
States exporters, the United States should seek
negotiations for multilateral disciplines and
transparency within the OECD Export Credit
Arrangement.

(b) Authorization
The Bank may provide financing on terms and

conditions that are inconsistent with those per-
mitted under the OECD Export Credit Arrange-
ment—

(1) to match financing terms and conditions
that are being offered by market windows on
terms that are inconsistent with those per-
mitted under the OECD Export Credit Ar-
rangement, if—

(A) matching such terms and conditions
advances the negotiations for multilateral
disciplines and transparency within the
OECD Export Credit Arrangement; or

(B) transparency verifies that the market
window financing is being offered on terms
that are more favorable than the terms and
conditions that are available from private fi-
nancial markets; and

(2) when the foreign government-supported
institution refuses to provide sufficient trans-
parency to permit the Bank to make a deter-
mination under paragraph (1).

(c) Definition
In this section, the term ‘‘OECD’’ means the

Organization for Economic Cooperation and De-
velopment.

(July 31, 1945, ch. 341, § 15, as added Pub. L.
107–189, § 10(b)(1), June 14, 2002, 116 Stat. 703.)

REPORT

Pub. L. 107–189, § 10(b)(2), June 14, 2002, 116 Stat. 703,
provided that: ‘‘Within 2 years after the date of the en-
actment of this Act [June 14, 2002], the Secretary of the
Treasury shall submit to the Committee on Financial
Services of the House of Representatives and the Com-
mittee on Banking, Housing, and Urban Affairs of the
Senate a report on the rationale for seeking or not
seeking negotiations for multilateral disciplines and
transparency, the successes, failures, and obstacles in
initiating negotiations, and if negotiations were initi-
ated, in reaching an agreement.’’

SUBCHAPTER II—EXPORT FINANCING

§ 635j. Export financing program to foster foreign
trade and commercial interest of the United
States

(a) Congressional statement of policy
It is the policy of the Congress that the Ex-

port-Import Bank of the United States should
facilitate through loans, guarantees, and insur-

ance (including coinsurance and reinsurance)
those export transactions which, in the judg-
ment of the Board of Directors of the Bank,
offer sufficient likelihood of repayment to jus-
tify the Bank’s support in order to actively fos-
ter the foreign trade and long-term commercial
interest of the United States.
(b) Designation of transactions on books of the

Bank; limitation on commitments
The bank shall specially designate loans, guar-

antees, and insurance on the books of the Bank
made under authority of this subchapter. In con-
nection with guarantees and insurance, not less
than 25 per centum of the related contractual li-
ability of the Bank shall be taken into account
for the purpose of applying the limitation im-
posed by section 635e of this title; but the full
amount of the related contractual liability of
such guarantees and insurance shall be taken
into account for the purpose of applying the lim-
itation in section 635(c)(1) of this title, concern-
ing the amount of guarantees and insurance the
Bank may have outstanding at any one time
thereunder. The aggregate amount of loans plus
25 per centum of the contractual liability of
guarantees and insurance outstanding at any
one time under this subchapter shall not exceed
$500,000,000.

(Pub. L. 90–390, § 1, July 7, 1968, 82 Stat. 296; Pub.
L. 96–470, title I, § 115, Oct. 19, 1980, 94 Stat. 2240.)

AMENDMENTS

1980—Subsec. (c). Pub. L. 96–470 struck out subsec. (c)
which required the Board of Directors of the Bank to
submit to Congress for the calendar ending Sept. 30,
1968, and each calendar quarter thereafter, a report of
all actions taken under authority of sections 635j to
635n of this title during such quarter.

EX. ORD. NO. 11420. EXPORT EXPANSION ADVISORY
COMMITTEE

Ex. Ord. No. 11420, July 31, 1968, 33 F.R. 10997, pro-
vided:

WHEREAS foreign trade is an essential and continu-
ing element in sustaining the growth, strength, and
prosperity of our economy, contributes to the improve-
ment of our balance of payments, and fosters the long-
term commercial interest of the United States; and

WHEREAS, on March 20, 1968, I requested the Con-
gress to empower the Export-Import Bank of the
United States to use up to $500,000,000 of its loan, guar-
antee, and insurance authority to finance a broadened
program to sell American goods in foreign markets;
and

WHEREAS the Congress has authorized the Bank to
extend loans, guarantees, and insurance which, in the
judgment of the Board of Directors of the Bank, offer
sufficient likelihood of repayment to justify the Bank’s
support in order to actively foster the foreign trade and
long-term commercial interest of the United States;
and

WHEREAS it is desirable and appropriate that guid-
ance concerning the commercial interests and the bal-
ance of payments objectives of the United States be
provided to the Board of Directors of the Bank in the
use of such loan, guarantee, and insurance authority
allocated to finance export expansion, and I have stated
that I would establish an Export Expansion Advisory
Committee to provide such guidance to the Board of Di-
rectors of the Bank:

NOW, THEREFORE, by virtue of the authority vested
in me as President of the United States, it is ordered
as follows:

SECTION 1. Establishment of Advisory Committee. (a)
There is hereby established the Export Expansion Advi-
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sory Committee (hereinafter referred to as ‘‘the Com-
mittee’’).

(b) The Committee shall be composed of the following
members: the Secretary of Commerce, who shall be
Chairman of the Committee, the Secretary of the
Treasury, the Secretary of State, and the President and
Chairman of the Board of the Export-Import Bank of
the United States.

SEC. 2. Functions of the Committee. The Committee
shall review and make recommendations concerning
applications and proposals for loans, guarantees, and
insurance to be charged against allocations made to fi-
nance export expansion and shall provide guidance to
the Board of Directors of the Bank concerning the use
of such allocations with the view to fostering the for-
eign trade and long-term commercial interest of the
United States.

SEC. 3. Construction. Nothing in this order shall be
construed to abrogate, modify, or restrict any function
vested by law in, or assigned pursuant to law to, any
Federal agency or any officer thereof or to any Federal
interagency council or committee. As used herein the
term ‘‘any Federal agency’’ includes any executive de-
partment and any other executive agency.

LYNDON B. JOHNSON.

TERMINATION OF ADVISORY COMMITTEES

Advisory Committees in existence on Jan. 5, 1973, to
terminate not later than the expiration of the 2-year
period following Jan. 5, 1973, unless, in the case of a
committee established by the President or an officer of
the Federal Government, such committee is renewed by
appropriate action prior to the expiration of such 2-
year period, or in the case of a committee established
by the Congress, its duration is otherwise provided by
law, see section 14 of Pub. L. 92–463, Oct. 6, 1972, 86 Stat.
770, set out in the Appendix to Title 5, Government Or-
ganization and Employees.

§ 635k. Apportionment of losses incurred on
loans, guarantees, and insurance; reimburse-
ment; contingent obligations

In the event of any losses, as determined by
the Board of Directors of the Bank, incurred on
loans, guarantees, and insurance extended under
this subchapter, the first $100,000,000 of such
losses shall be borne by the Bank; the second
$100,000,000 of such losses shall be borne by the
Secretary of the Treasury; and any losses in ex-
cess thereof shall be borne by the Bank. Reim-
bursement of the Bank by the Secretary of the
Treasury of the amount of losses which are to be
borne by the Secretary of the Treasury as afore-
said shall be from funds made available pursu-
ant to section 635l of this title. All guarantees
and insurance issued by the Bank shall be con-
sidered contingent obligations backed by the
full faith and credit of the Government of the
United States of America.

(Pub. L. 90–390, § 2, July 7, 1968, 82 Stat. 297.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 635l of this title.

§ 635l. Authorization for appropriation of funds
for losses

There are hereby authorized to be appro-
priated to the Secretary of the Treasury without
fiscal year limitation $100,000,000 to cover the
amount of any losses which are to be borne by
the Secretary of the Treasury as provided in sec-
tion 635k of this title.

(Pub. L. 90–390, § 3, July 7, 1968, 82 Stat. 297.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 635k of this title;
title 22 section 2392.

§ 635m. Loans, guarantees, and insurance subject
to the provisions of this chapter

Nothing in this subchapter shall be construed
as a limitation on the powers of the Bank under
subchapter I of this chapter; and except as to
the standard of reasonable assurance of repay-
ment required under section 635(b)(1) of this
title, all loans, guarantees, and insurance ex-
tended hereunder shall be subject to the provi-
sions of subchapter I of this chapter, to the poli-
cies of the Bank with respect to terms of repay-
ment, interest rates, fees, and premiums appli-
cable to loans, guarantees, and insurance ex-
tended under subchapter I of this chapter.

(Pub. L. 90–390, § 4, July 7, 1968, 82 Stat. 297.)

§ 635n. Prohibition of loans, guarantees, and in-
surance as to sales of defense articles or
services

The Bank shall not extend loans, guarantees,
or insurance under this subchapter in connec-
tion with the sale of defense articles or defense
services.

(Pub. L. 90–390, § 5, July 7, 1968, 82 Stat. 297.)

SUBCHAPTER III—TIED AID CREDIT
EXPORT SUBSIDIES

§ 635o. Congressional statement of purpose

The purpose of this subchapter is—
(1) to expand employment and economic

growth in the United States by expanding
United States exports to the markets of the
developing world;

(2) to stimulate the economic development
of countries in the developing world by im-
proving their access to credit for the importa-
tion of United States products and services for
developmental purposes;

(3) to neutralize the predatory financing en-
gaged in by many nations whose exports com-
pete with United States exports, and thereby
restore export competition to a market basis;
and

(4) to encourage foreign governments to
enter into effective and comprehensive agree-
ments with the United States to end the use of
tied aid credits for exports, and to limit and
govern the use of export credit subsidies gen-
erally.

(Pub. L. 98–181, title VI, § 642, Nov. 30, 1983, 97
Stat. 1263.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this part’’, meaning part C (§§ 641–647) of title VI of
Pub. L. 98–181, Nov. 30, 1983, 97 Stat. 1263, known as the
Trade and Development Enhancement Act of 1983,
which enacted this subchapter and section 1671g of
Title 19, Customs Duties, and amended sections 1671a
and 1671b of Title 19. For complete classification of this
Act to the Code, see Short Title note below and Tables.

SHORT TITLE

Section 641 of Pub. L. 98–181 provided that: ‘‘This part
[part C (§§ 641–647) of title VI of Pub. L. 98–181, enacting
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this subchapter and section 1671g of Title 19, Customs
Duties, and amended sections 1671a and 1671b of Title
19] may be referred to as the ‘Trade and Development
Enhancement Act of 1983’.’’

§ 635p. Presidential mandate to negotiate; objec-
tives

The President shall vigorously pursue negotia-
tions to limit and set rules for the use of tied
aid for exports. The negotiating objectives of
the United States should include reaching agree-
ments—

(1) to define the various forms of tied aid
credit, particularly mixed credits under the
Arrangement on Guidelines for Officially Sup-
ported Export Credits established through the
Organization for Economic Cooperation and
Development (hereinafter in this subchapter
referred to as the ‘‘Arrangement’’);

(2) to phase out the use of government-mixed
credits by a date certain;

(3) to set rules governing the use of public-
private cofinancing, or other forms of mixed
financing, which may have the same result as
government-mixed credits of drawing on
concessional development assistance to
produce subsidized export financing;

(4) to raise the threshold for notification of
the use of tied aid credit to a 50 per centum
level of concessionality;

(5) to improve notification procedures so
that advance notification must be given on all
uses of tied aid credit; and

(6) to prohibit the use of tied aid credit for
production facilities for goods which are in
structural oversupply in the world.

(Pub. L. 98–181, title VI, § 643, Nov. 30, 1983, 97
Stat. 1263.)

§ 635q. Establishment of tied aid credit program
in United States Export-Import Bank

(a) Establishment and elements of program; co-
operation with Trade and Development
Agency and private institutions and entities

(1) The Chairman of the Export-Import Bank
of the United States shall establish, within the
Export-Import Bank of the United States, a pro-
gram of tied aid credits for United States ex-
ports.

(2) The program shall be carried out in co-
operation with the Trade and Development
Agency and with private financial institutions
or entities, as appropriate.

(3) The program may include—
(A) the combined use of the credits, loans, or

guarantees offered by the Export-Import Bank
of the United States with concessional financ-
ing or grants made available under section
635r(d) of this title, by methods including the
blending of the financing of, or parallel financ-
ing by, the Bank and the Trade and Develop-
ment Agency; and

(B) the combined use of credits, loans, or
guarantees offered by the Bank, with financ-
ing offered by private financial institutions or
entities, by methods including the blending of
the financing of, or parallel financing by, the
Bank and private institutions or entities.

(b) Purpose of program
The purpose of the tied aid credit program

under this section is to offer or arrange for fi-

nancing for the export of United States goods
and services which is substantially as
concessional as foreign financing for which
there is reasonable proof that such foreign fi-
nancing is being offered to, or arranged for, a
bona fide foreign competitor for a United States
export sale.

(c) Fund
The Chairman of the Bank is authorized to es-

tablish a fund, as necessary, for carrying out the
tied aid credit program described in this section.

(d) Availability of concessional financing or
grants

Concessional financing or grants made avail-
able under section 635r(d) of this title for the
purposes of the mixed financing program estab-
lished under this section shall be made available
in accordance with the provisions of section
635r(c) of this title.

(Pub. L. 98–181, title VI, § 644, Nov. 30, 1983, 97
Stat. 1264; Pub. L. 100–418, title II, § 2204(c)(1)(A),
Aug. 23, 1988, 102 Stat. 1330; Pub. L. 102–549, title
II, § 202(c)(1), Oct. 28, 1992, 106 Stat. 3658.)

AMENDMENTS

1992—Subsec. (a)(2), (3)(A). Pub. L. 102–549 substituted
‘‘Development Agency’’ for ‘‘Development Program’’.

1988—Subsec. (a)(2). Pub. L. 100–418, § 2204(c)(1)(A)(i),
substituted ‘‘Trade and Development Program’’ for
‘‘Agency for International Development’’.

Subsec. (a)(3)(A). Pub. L. 100–418, § 2204(c)(1)(A)(ii),
substituted ‘‘made available under section 635r(d) of
this title’’ for ‘‘offered by the Agency for International
Development’’ and ‘‘Trade and Development Program’’
for ‘‘Agency for International Development’’.

Subsec. (d). Pub. L. 100–418, § 2204(c)(1)(A)(iii), sub-
stituted ‘‘made available under section 635r(d) of this
title’’ for ‘‘offered by the Agency for International De-
velopment’’ and ‘‘section 635r(c) of this title’’ for ‘‘sub-
sections (c) and (d) of section 635r of this title’’.

TRANSITION PROVISIONS

Section 2204(d)(2) of Pub. L. 100–418 provided that:
‘‘(A) The Administrator of the Agency for Inter-

national Development shall transfer to the Director of
the Trade and Development Program [now Trade and
Development Agency] all records, contracts, applica-
tions, and any other documents or information in con-
nection with the functions transferred by virtue of the
amendments made by subsection (c)(1) [amending sec-
tions 635q and 635r of this title].

‘‘(B) All determinations, regulations, and contracts—
‘‘(i) which have been issued, made, granted, or al-

lowed to become effective by the President, the Agen-
cy for International Development, or by a court of
competent jurisdiction, in the performance of the
functions transferred by virtue of the amendments
made by subsection (c)(1), and

‘‘(ii) which are in effect at the time this section
takes effect,

shall continue in effect according to their terms until
modified, terminated, superseded, set aside, or revoked
in accordance with the law by the President, the Direc-
tor of the Trade and Development Program [now Trade
and Development Agency], or other authorized official,
by a court of competent jurisdiction, or by operation of
law.

‘‘(C)(i) The amendments made by subsection (c)(1)
shall not affect any proceedings, including notices of
proposed rulemaking, or any application for any finan-
cial assistance, which is pending on the effective date
of this section [Aug. 23, 1988] before the Agency for
International Development in the exercise of functions
transferred by virtue of the amendments made by sub-
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section (c)(1). Such proceedings and applications, to the
extent that they relate to functions so transferred,
shall be continued.

‘‘(ii) Orders shall be issued in such proceedings, ap-
peals shall be taken therefrom, and payments shall be
made pursuant to such orders, as if this section
[amending sections 635q, 635r, and 635s of this title, sec-
tion 5314 of Title 5, Government Organization and Em-
ployees, and section 2421 of Title 22, Foreign Relations
and Intercourse, and enacting provisions set out as a
note under section 2421 of Title 22] had not been en-
acted. Orders issued in any such proceedings shall con-
tinue in effect until modified, terminated, superseded,
or revoked by the Director of the Trade and Develop-
ment Program [now Trade and Development Agency] or
other authorized official, by a court of competent juris-
diction, or by operation of law.

‘‘(iii) Nothing in this subparagraph shall be deemed
to prohibit the discontinuance or modification of any
such proceeding under the same terms and conditions
and to the same extent that such proceeding could have
been discontinued or modified if this section had not
been enacted.

‘‘(iv) The Director of the Trade and Development Pro-
gram [now Trade and Development Agency] is author-
ized to issue regulations providing for the orderly
transfer to the Trade and Development Program of pro-
ceedings continued under this subparagraph.

‘‘(D) With respect to any function transferred by vir-
tue of the amendments made by subsection (c)(1) and
exercised on or after the effective date of this section
[Aug. 23, 1988], reference in any other Federal law to
the Agency for International Development or any offi-
cer shall be deemed to refer to the Trade and Develop-
ment Program [now Trade and Development Agency] or
other official to which such function is so transferred.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 635s of this title.

§ 635r. Establishment of tied aid credit program
administered by Trade and Development
Agency

(a) Establishment and elements of program
The Director of the Trade and Development

Agency shall carry out a program of tied aid
credits for United States exports. The program
shall be carried out in cooperation with the Ex-
port-Import Bank of the United States and with
private financial institutions or entities, as ap-
propriate. The program may include—

(1) the combined use of the credits, loans, or
guarantees offered by the Bank with
concessional financing or grants made avail-
able under subsection (d) of this section, by
methods including the blending of the financ-
ing of, or parallel financing by, the Bank and
the Trade and Development Agency; and

(2) the combination of concessional financ-
ing or grants made available under subsection
(d) of this section with financing offered by
private financial institutions or entities, by
methods including the blending of the financ-
ing of, or parallel financing by, the Trade and
Development Agency and private institutions
or entities.

(b) Combination of funds with financing by Ex-
port-Import Bank or private commercial fi-
nancing

These funds may be combined with financing
by the Export-Import Bank of the United States
or private commercial financing in order to
offer, or arrange for, financing for the expor-
tation of United States goods and services which

is substantially as concessional as foreign fi-
nancing for which there is reasonable proof that
such foreign financing is being offered to, or ar-
ranged for, a bona fide foreign competitor for a
United States export sale.
(c) Limitation on use of Agency funds; authoriza-

tion for establishment of fund
(1) Funds which are used to carry out a tied

aid credit program authorized by subsections (a)
and (b) of this section shall be offered only to fi-
nance United States exports which can reason-
ably be expected to contribute to the advance-
ment of the development objectives of the im-
porting country or countries, and shall be con-
sistent with the economic, security, and politi-
cal criteria used to establish country allocations
of Economic Support Funds.

(2) The Director of the Trade and Development
Agency is authorized to establish a fund, as nec-
essary, for carrying out a tied aid credit financ-
ing program as described in this section.
(d) Use of Economic Support Funds

Funds available to carry out chapter 4 of part
II of the Foreign Assistance Act of 1961 [22
U.S.C. 2346 et seq.] may be used by the Director
of the Trade and Development Agency, with the
concurrence of the Secretary of State (as pro-
vided under section 531 of the Foreign Assist-
ance Act of 1961 [22 U.S.C. 2346]), for the pur-
poses for which funds made available under this
subsection are authorized to be used in section
635q of this title and this section. The Secretary
of State shall exercise his authority in coopera-
tion with the Administrator of the Agency for
International Development. Funds made avail-
able pursuant to this subsection may be used to
finance a tied aid credit activity in any country
eligible for tied aid credits under this sub-
chapter.

(Pub. L. 98–181, title VI, § 645, Nov. 30, 1983, 97
Stat. 1264; Pub. L. 100–418, title II, § 2204(c)(1)(B),
Aug. 23, 1988, 102 Stat. 1330; Pub. L. 102–549, title
II, § 202(c), Oct. 28, 1992, 106 Stat. 3658.)

REFERENCES IN TEXT

The Foreign Assistance Act of 1961, referred to in sub-
sec. (d), is Pub. L. 87–195, Sept. 4, 1961, 75 Stat. 424, as
amended. Chapter 4 of part II of the Foreign Assistance
Act of 1961 is classified generally to part IV (§ 2346 et
seq.) of subchapter II of chapter 32 of Title 22, Foreign
Relations and Intercourse. For complete classification
of this Act to the Code, see Short Title note set out
under section 2151 of Title 22 and Tables.

This subchapter, referred to in subsec. (d), was in the
original ‘‘this Act’’ and was translated as meaning the
Trade and Development Enhancement Act of 1983, part
C (§§ 641–647) of title VI of Pub. L. 98–181, Nov. 30, 1983,
97 Stat. 1263, as amended, which enacted this sub-
chapter and section 1671g of Title 19, Customs Duties,
and amended sections 1671a and 1671b of Title 19. For
complete classification of this Act to the Code, see
Short Title note below and Tables.

AMENDMENTS

1992—Pub. L. 102–549 substituted ‘‘Development Agen-
cy’’ for ‘‘Development Program’’ in section catchline
and wherever appearing in subsecs. (a), (c), and (d).

1988—Pub. L. 100–418, § 2204(c)(1)(B)(i), in section
catchline, substituted reference to program adminis-
tered by Trade and Development Program for reference
to program in Agency for International Development.

Subsec. (a). Pub. L. 100–418, § 2204(c)(1)(B)(ii)(I), sub-
stituted ‘‘Director of the Trade and Development Pro-



Page 225 TITLE 12—BANKS AND BANKING §§ 636 to 636h

gram shall carry out’’ for ‘‘Administrator of the Agen-
cy for International Development shall establish with-
in the Agency’’.

Subsec. (a)(1). Pub. L. 100–418, § 2204(c)(1)(B)(ii)(II),
(III), substituted ‘‘made available under subsection (d)
of this section’’ for ‘‘offered by the Agency for Inter-
national Development’’ and ‘‘Trade and Development
Program’’ for ‘‘Agency for International Develop-
ment’’.

Subsec. (a)(2). Pub. L. 100–418, § 2204(c)(1)(B)(ii)(IV),
(V), substituted ‘‘made available under subsection (d)
of this section’’ for ‘‘offered by the Agency for Inter-
national Development’’ and ‘‘Trade and Development
Program’’ for ‘‘Agency for International Develop-
ment’’.

Subsec. (c)(1). Pub. L. 100–418, § 2204(c)(1)(B)(iii)(I),
which directed that par. (1) be amended by striking out
‘‘of the Agency for International Development’’ after
‘‘Funds’’, was executed by striking out ‘‘of the agency
for International Development’’, to reflect the probable
intent of Congress.

Subsec. (c)(2). Pub. L. 100–418, § 2204(c)(1)(B)(iii)(II),
substituted ‘‘Director of the Trade and Development
Program’’ for ‘‘Administrator of the Agency for Inter-
national Development’’.

Subsec. (d). Pub. L. 100–418, § 2204(c)(1)(B)(iv), amend-
ed subsec. (d) generally. Prior to amendment, subsec.
(d) read as follows: ‘‘The Administrator of the Agency
for International Development may draw on Economic
Support Funds allocated for Commodity Import Pro-
grams to finance a tied aid credit activity.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 635q, 635s of this
title.

§ 635s. Implementation

(a)(1) The National Advisory Council on Inter-
national Monetary and Financial Policies shall
coordinate the implementation of the tied aid
credit programs authorized by sections 635q and
635r of this title.

(2) No financing may be approved under the
tied aid credit programs authorized by section
635q or 635r of this title without the unanimous
consent of the members of the National Advi-
sory Council on International Monetary and Fi-
nancial Policies.

(b) The Trade and Development Agency shall
be represented at any meetings of the National
Advisory Council on International Monetary
and Financial Policies for discussion of tied aid
credit matters, and the representative of the
Trade and Development Agency at any such
meeting shall have the right to vote on any de-
cisions of the Advisory Council relating to tied
aid credit matters.

(Pub. L. 98–181, title VI, § 646, Nov. 30, 1983, 97
Stat. 1265; Pub. L. 100–418, title II, § 2204(c)(2),
Aug. 23, 1988, 102 Stat. 1331; Pub. L. 102–549, title
II, § 202(c)(1), Oct. 28, 1992, 106 Stat. 3658.)

AMENDMENTS

1992—Subsec. (b). Pub. L. 102–549 substituted ‘‘Devel-
opment Agency’’ for ‘‘Development Program’’ in two
places.

1988—Subsec. (b). Pub. L. 100–418 added subsec. (b).

§ 635t. Definitions

For purposes of this subchapter—
(1) the term ‘‘tied aid credit’’ means credit—

(A) which is provided for development aid
purposes;

(B) which is tied to the purchase of exports
from the country granting the credit;

(C) which is financed either exclusively
from public funds, or, as a mixed credit,
partly from public and partly from private
funds; and

(D) which has a grant element, as defined
by the Development Assistance Committee
of the Organization for Economic Coopera-
tion and Development, greater than zero
percent;

(2) the term ‘‘government-mixed credits’’
means the combined use of credits, insurance,
and guarantees offered by the Export-Import
Bank of the United States with concessional
financing or grants offered by the Agency for
International Development to finance exports;

(3) the term ‘‘public-private cofinancing’’
means the combined use of either official de-
velopment assistance or official export credit
with private commercial credit to finance ex-
ports;

(4) the term ‘‘blending of financings’’ means
the use of various combinations of official de-
velopment assistance, official export credit,
and private commercial credit, integrated into
a single package with a single set of financial
terms, to finance exports;

(5) the term ‘‘parallel financing’’ means the
related use of various combinations of sepa-
rate lines of official development assistance,
official export credits, and private commercial
credit, not combined into a single package
with a single set of financial terms, to finance
exports; and

(6) the term ‘‘Bank’’ means the Export-Im-
port Bank of the United States.

(Pub. L. 98–181, title VI, § 647, Nov. 30, 1983, 97
Stat. 1265.)

CHAPTER 7�FARM CREDIT
ADMINISTRATION

CODIFICATION

The bulk of this chapter was repealed by Pub. L.
92–181, § 5.26(a), Dec. 10, 1971, 85 Stat. 625, which com-
pletely rewrote the farm credit laws and represented a
fundamental reworking of the statutory basis for the
farm credit system. The farm credit system is covered
in chapter 23 (§ 2001 et seq.) of this title. See notes set
out under section 2001 of this title.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in title 18 section 709.

FARM CREDIT ADMINISTRATION; GENERAL
ADMINISTRATIVE PROVISIONS

§§ 636 to 636h. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 636, acts May 12, 1933, ch. 25, title II, § 40, 48
Stat. 51; Sept. 6, 1966, Pub. L. 89–554, § 8(a), 80 Stat. 648,
provided for organization of Farm Credit Administra-
tion. See section 2247 of this title.

Section 636a, act Aug. 6, 1953, ch. 335, § 2, 67 Stat. 390,
stated Congressional declaration of policy concerning
agricultural credit. See section 2001 of this title.

Section 636a note, act Aug. 6, 1953, ch. 335, § 1, 67 Stat.
390, provided that such act Aug. 6, 1953, should be
known as ‘‘Farm Credit Act of 1953’’.

Section 636b, act Aug. 6, 1953, ch. 335, § 3, 67 Stat. 390,
covered the creation of Farm Credit Administration as
an independent agency in executive branch. See section
2241 et seq. of this title.

Section 636c, acts Aug. 6, 1953, ch. 335, § 4, 67 Stat. 390;
Aug. 11, 1955, ch. 785, title IV, § 402, 69 Stat. 666; Aug. 18,
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1959, Pub. L. 86–168, title I, § 104(h), 73 Stat. 387; Aug. 2,
1966, Pub. L. 89–525, § 6, 80 Stat. 335, provided for cre-
ation of Federal Farm Credit Board. See section 2242 et
seq. of this title.

Section 636d, act Aug. 6, 1953, ch. 335, § 5, 67 Stat. 392;
Aug. 18, 1959, Pub. L. 86–168, title I, § 104(j), 73 Stat. 387;
Oct. 4, 1961, Pub. L. 87–367, title III, § 302(a), 75 Stat. 793,
provided for position of Governor of Farm Credit Ad-
ministration. See section 2244 et seq. of this title.

Section 636e, act Aug. 6, 1953, ch. 335, § 6, 67 Stat. 393,
covered duties of Federal Farm Credit Board. See sec-
tion 2227 of this title.

Section 636f, acts Aug. 6, 1953, ch. 335, § 7, 67 Stat. 393;
Aug. 11, 1955, ch. 785, title I, § 110(c), 69 Stat. 662; Oct. 4,
1961, Pub. L. 87–353, § 3(n), 75 Stat. 774, provided for abol-
ishment of certain offices and funds under program as
it existed prior to 1953.

Section 636g, acts Aug. 6, 1953, ch. 335, § 8, 67 Stat. 394;
July 26, 1956, ch. 741, title I, § 107(a), 70 Stat. 666; Aug.
18, 1959, Pub. L. 86–168, title I, § 104(h), 73 Stat. 387, au-
thorized delegation of powers to institutions in farm
credit districts. See section 2253 of this title.

Section 636h, act Aug. 6, 1953, ch. 335, § 17(b), 67 Stat.
399, covered administrative expenditures of Farm Cred-
it Administration. See section 2249 of this title.

§§ 637, 638. Repealed. Aug. 6, 1953, ch. 335, § 19, 67
Stat. 400

Section 637, acts May 12, 1933, ch. 25, title II, § 39, 48
Stat. 50; June 16, 1933, ch. 98, title VIII, § 80(a), 48 Stat.
273, related to certain functions, powers, authority, and
duties of Land Bank Commissioner.

Section 638, act June 16, 1933, ch. 98, title VIII, § 80, 48
Stat. 273, changed name of office of Farm Loan Com-
missioner to Land Bank Commissioner, contained pro-
visions relating to his term of office, and contained
provisions relating to appointment (within the Farm
Credit Administration), compensation, expenses and
duties of a Production Credit Commissioner, a Coopera-
tive Bank Commissioner, and an Intermediate Credit
Commissioner.

EFFECTIVE DATE OF REPEAL

Repeal effective 120 days after Aug. 6, 1953, see sec-
tion 18 of act Aug. 6, 1953.

§§ 639, 640. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 639, act June 16, 1933, ch. 98, title VIII, § 82, 48
Stat. 273, made a supplementary grant of powers to
Governor of Farm Credit Administration.

Section 640, act June 16, 1933, ch. 98, title VIII, § 85, 48
Stat. 273, authorized Farm Credit Administration to
have a seal. See section 2248 of this title.

§ 640�1. Omitted

CODIFICATION

Section, act July 1, 1944, ch. 364, 58 Stat. 675, related
to prepayment of balance of purchase price with re-
spect to contracts or agreements for sale of real estate
having been in force for five years.

DISTRICT ORGANIZATIONS UNDER SUPER-
VISION OF FARM CREDIT ADMINISTRA-
TION; FARM CREDIT DISTRICTS AND
FARM CREDIT BOARDS

§§ 640a to 640l. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 640a, acts Aug. 19, 1937, ch. 704, § 5(a), 50 Stat.
704; Oct. 29, 1949, ch. 786, § 5, 63 Stat. 986, created farm
credit districts. See section 2221 of this title.

Section 640b, acts Aug. 19, 1937, ch. 704, § 5(b), 50 Stat.
704; Aug. 6, 1953, ch. 335, § 14, 67 Stat. 396; Aug. 11, 1955,
ch. 785, title IV, § 401(a), 69 Stat. 666; Aug. 18, 1959, Pub.

L. 86–168, title I, § 104(h), 73 Stat. 387, provided for cre-
ation of district farm credit boards. See section 2222 of
this title.

Section 640c, act Aug. 19, 1937, ch. 704, § 5(c), 50 Stat.
704, provided for initial board of directors of each dis-
trict.

Section 640d, acts Aug. 19, 1937, ch. 704, § 5(d), 50 Stat.
704; Aug. 6, 1953, ch. 335, § 15, 67 Stat. 397; Aug. 11, 1955,
ch. 785, title IV, § 401(b), 69 Stat. 666; July 26, 1956, ch.
741, title I, § 106(a)(1), 70 Stat. 666; Aug. 18, 1959, Pub. L.
86–168, title I, § 104(h), 73 Stat. 387, provided for replace-
ment of district directors. See section 2221 et seq. of
this title.

Section 640e, acts Aug. 19, 1937, ch. 704, § 5(e), 50 Stat.
705; Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73 Stat.
387; Aug. 2, 1966, Pub. L. 89–525, § 5, 80 Stat. 334, provided
for nomination of elected directors. See section 2223 of
this title.

Section 640f, acts Aug. 19, 1937, ch. 704, § 5(f), 50 Stat.
705; Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73 Stat.
387; Aug. 2, 1966, Pub. L. 89–525, § 5, 80 Stat. 334, provided
for election of elected directors. See section 2223 of this
title.

Section 640g, act Aug. 19, 1937, ch. 704, § 5(g), 50 Stat.
705, provided for term of office and filling of vacancies.
See section 2221 et seq. of this title.

Section 640h, acts Aug. 19, 1937, ch. 704, § 5(h), 50 Stat.
705; July 26, 1956, ch. 741, title I, § 106(a)(2), 70 Stat. 666,
set out general qualifications of members of each farm
credit board. See section 2222 of this title.

Section 640i, act Aug. 19, 1937, ch. 704, § 5(i), 50 Stat.
706, made felons and defrauders ineligible for member-
ship. See section 2222 of this title.

Section 640j, act Aug. 19, 1937, ch. 704, § 5(j), 50 Stat.
706, provided for compensation of members of farm
credit boards. See section 2226 of this title.

Section 640k, act Aug. 19, 1937, ch. 704, § 5(k), 50 Stat.
706, declared sections 640a to 640j of this title as not af-
fecting laws making agricultural credit laws applicable
to territories and possessions.

Section 640l, acts Aug. 19, 1937, ch. 704, § 6, 50 Stat. 706;
July 26, 1956, ch. 741, title I, § 106(b), 70 Stat. 666; Aug.
18, 1959, Pub. L. 86–168, title II, § 201, 73 Stat. 387; Sept.
6, 1966, Pub. L. 89–554, § 8(a), 80 Stat. 649, set out status
of farm credit banks and employees. See section 2221 et
seq. of this title.

SUBCHAPTER I—FEDERAL LAND BANKS,
JOINT-STOCK LAND BANKS, AND FED-
ERAL LAND BANK ASSOCIATIONS

§§ 641, 642. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 641, acts July 17, 1916, ch. 245, title I, § 1, 39
Stat. 360; Mar. 4, 1923, ch. 252, title I, §§ 1, 2, 42 Stat.
1454; Ex. Ord. No. 6084, Mar. 27, 1933, directed that act
July 17, 1916, be administered by the Farm Credit Ad-
ministration.

Section 642, act July 17, 1916, ch. 245, title I, § 2, 39
Stat. 360; Ex. Ord. No. 6084, Mar. 27, 1933, defined terms
‘‘first mortgage’’ and ‘‘farm-loan bonds’’.

ADMINISTRATIVE PROVISIONS RELATIVE TO THIS
SUBCHAPTER

§ 651. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, act July 17, 1916, ch. 245, title I, § 3, 39 Stat.
360; Ex. Ord. No. 6084, Mar. 27, 1933, provided for cre-
ation of Federal Farm Loan Bureau.

§§ 652 to 655. Repealed. Aug. 6, 1953, ch. 335, § 19,
67 Stat. 400

Sections, act July 17, 1916, ch. 245, title I, § 3 (part), 39
Stat. 360, related to appointment, compensation, and
oath of Land Bank Commissioner, restriction on his
right to engage in certain business and filling vacan-
cies.
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Section 652 was amended by act Mar. 4, 1923, ch. 252,
title III, § 301, 42 Stat. 1473; Ex. Ord. No. 6084, Mar. 27,
1933; and act June 16, 1933, ch. 98, title VIII, § 80(a), 48
Stat. 273.

Sections 653, 654, and 655 were each amended by Ex.
Ord. No. 6084, Mar. 27, 1933; and act June 16, 1933, ch. 98,
title VIII, § 80(a), 48 Stat. 273.

EFFECTIVE DATE OF REPEAL

Repeal effective 120 days after Aug. 6, 1953, see sec-
tion 17 of act Aug. 6, 1953.

§§ 656, 656a. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 656, acts July 17, 1916, ch. 245, title I, § 3, 39
Stat. 361; Apr. 20, 1920, ch. 154, § 1, 41 Stat. 570; Ex. Ord.
No. 6084 Mar. 27, 1933; Aug. 19, 1937, ch. 704, §§ 5(a), 20, 50
Stat. 704, 710; Aug. 18, 1959, Pub. L. 86–168, title I,
§ 101(a), 73 Stat. 384, provided for appointment of reg-
istrars, appraisers, and examiners.

Section 656a, act Aug. 19, 1937, ch. 704, § 20, 50 Stat.
710, provided for designation of farm credit examiners.

§ 657. Repealed. Sept. 21, 1944, ch. 412, § 601(d), 58
Stat. 741, eff. July 1, 1944

Section, act July 17, 1916, ch. 245, title I, § 3, 39 Stat.
361, as amended by acts Mar. 4, 1923, ch. 252, title III,
§ 302, 42 Stat. 1473; Mar. 4, 1925, ch. 524, § 3, 43 Stat. 1262;
June 26, 1930, ch. 613, 46 Stat. 815, related to payment of
salaries and expenses of certain employees of Federal
Farm Loan Bureau.

§§ 658, 659. Repealed. Pub. L. 86�168, title I,
§ 101(b), (c), Aug. 18, 1959, 73 Stat. 384, eff.
Dec. 31, 1959

Section 658, acts July 17, 1916, ch. 245, title I, § 3, 39
Stat. 361; Mar. 4, 1923, ch. 252, title III, § 302, 42 Stat.
1473; Mar. 4, 1925, ch. 524, § 3, 43 Stat. 1262, related to
compensation and manner of payment of Federal land-
bank appraisers and appraisers or inspectors of Federal
intermediate credit banks.

Section 659, acts July 17, 1916, ch. 245, title I, § 3, 39
Stat. 361; Mar. 4, 1925, ch. 524, § 4, 43 Stat. 1263, related
to employment of attorneys, experts, and other em-
ployees.

EFFECTIVE DATE OF REPEAL

Repeal effective Dec. 31, 1959, see section 104(k) of
Pub. L. 86–168.

§§ 660 to 665. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 660, act July 17, 1916, ch. 245, title I, § 3, 39
Stat. 361; Ex. Ord. No. 6084, Mar. 27, 1933, provided for
submission of statements covering salaries paid by land
banks.

Section 661, act July 17, 1916, ch. 245, title I, § 3, 39
Stat. 361; Ex. Ord. No. 6084, Mar. 27, 1933, required filing
of an annual report to Congress by Farm Credit Admin-
istration. See section 2221 et seq. of this title.

Section 662, acts July 17, 1916, ch. 245, title I, § 3, 39
Stat. 361; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 18, 1959,
Pub. L. 86–168, title I, § 101(d), 73 Stat. 384, provided for
examinations and reports. See section 2254 of this title.

Section 663, acts July 17, 1916, ch. 245, title I, § 3, 39
Stat. 361; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 11, 1955,
ch. 785, title III, § 301(a), 69 Stat. 664; Aug. 18, 1959, Pub.
L. 86–168, title I, § 104(h), 73 Stat. 387, provided for state-
ments of condition of land bank associations and land
banks. See section 2254 of this title.

Section 664, act July 17, 1916, ch. 245, title I, § 3, 39
Stat. 361; Ex. Ord. No. 6084, Mar. 27, 1933, authorized
preparation of bulletins and circulars by Farm Credit
Administration. See section 2252 of this title.

Section 665, acts Jan. 23, 1932, ch. 9, § 6, 47 Stat. 14; Ex.
Ord. No. 6084, Mar. 27, 1933; Aug. 11, 1955, ch. 785, title

I, § 110(d), 69 Stat. 662, authorized Farm Credit Adminis-
tration to make rules and regulations. See section 2252
of this title.

ORGANIZATION OF FEDERAL LAND BANKS

§ 671. Repealed. Aug. 19, 1937, ch. 704, § 7(a), 50
Stat. 707

Section, act July 17, 1916, ch. 245, title I, § 4, 39 Stat.
362, related to designation of Federal land bank dis-
tricts by Farm Credit Administration.

§§ 672 to 677a. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 672, acts July 17, 1916, ch. 245, title I, § 4, 39
Stat. 362; Feb. 27, 1921, ch. 78, 41 Stat. 1148; Mar. 4, 1923,
ch. 252, title III, § 303, 42 Stat. 1474; Mar. 4, 1929, ch. 700,
45 Stat. 1558; May 17, 1932, ch. 190, 47 Stat. 158; Ex. Ord.
No. 6084, Mar. 27, 1933; Aug. 19, 1937, ch. 704, § 5(a), 50
Stat. 704; June 30, 1945, ch. 204, § 3, 59 Stat. 267; Oct. 29,
1949, ch. 786, § 1(a), 63 Stat. 985; Aug. 18, 1959, Pub. L.
86–168, title I, § 104(h), 73 Stat. 387, provided for estab-
lishment of Federal land banks. See section 2011 of this
title.

Section 672a, acts Mar. 10, 1924, ch. 46, § 2, 43 Stat. 17;
Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 19, 1937, ch. 704,
§ 5(a), 50 Stat. 704, provided for extension of farm credit
system under Farm Credit Administration to Hawaii.

Section 673, act July 17, 1916, ch. 245, title I, § 4, 39
Stat. 362; Ex. Ord. No. 6084, Mar. 27, 1933, provided for
temporary management of Federal land banks.

Section 674, acts July 17, 1916, ch. 245, title I, § 4, 39
Stat. 362; June 16, 1933, ch. 98, title VIII, § 80(a), 48 Stat.
273; Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73 Stat.
387, set out requisite contents of organization certifi-
cates for land banks.

Section 675, act July 17, 1916, ch. 245, title I, § 4, 39
Stat. 363; Ex. Ord. No. 6084, Mar. 27, 1933, authorized
changes in organization certificates on direction of
Farm Credit Administration.

Section 676, act July 17, 1916, ch. 245, title I, § 4, 39
Stat. 363; Ex. Ord. No. 6084, Mar. 27, 1933, set time for
commencement of corporate existence of land banks
and enumerated their powers. See section 2012 of this
title.

Section 677, acts July 17, 1916, ch. 245, title I, § 4, 39
Stat. 363; Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73
Stat. 387, set time for termination of temporary man-
agement of land banks.

Section 677a, acts July 17, 1916, ch. 245, title I, § 4, 39
Stat. 363; Mar. 4, 1923, ch. 252, title III, § 304, 42 Stat.
1474; June 16, 1933, ch. 98, title VII, § 70a(a)(1)–(4), title
VIII, § 80(a), 48 Stat. 269, 273; Aug. 19, 1937, ch. 704, § 7(b),
50 Stat. 707, provided for compensation of director of
farm credit boards of each farm credit district. See sec-
tion 2226 of this title.

§§ 678 to 682. Omitted

CODIFICATION

Sections were stricken by act Aug. 19, 1937, ch. 704,
§ 7(b), 50 Stat. 707, and former section 677a of this title
was substituted in lieu thereof.

Section 678, acts July 17, 1916, ch. 245, title I, § 4, 39
Stat. 363; Mar. 4, 1923, ch. 252, title III, § 304, 42 Stat.
1474; June 16, 1933, ch. 98, title VII, § 70a(a)(1), 48 Stat.
269, related to number and qualifications of directors.

Section 678a, act June 16, 1933, ch. 98, title VII,
§ 70a(b), 48 Stat. 270, related to successors of directors.

Section 679, acts July 17, 1916, ch. 245, title I, § 4, 39
Stat. 363; Mar. 4, 1923, ch. 252, title III, § 304, 42 Stat.
1474; June 16, 1933, ch. 98, title VII, § 70a(a)(2), 48 Stat.
270, related to nomination of candidates for local direc-
tors.

Section 680, acts July 17, 1916, ch. 245, title I, § 4, 39
Stat. 363; Mar. 4, 1923, ch. 252, title III, § 304, 42 Stat.
1474; June 16, 1933, ch. 98, title VII, § 70a(a)(3), 48 Stat.
270, related to election of local directors.
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Section 681, acts July 17, 1916, ch. 245, title I, § 4, 39
Stat. 363; Mar. 4, 1923, ch. 252, title III, § 304, 42 Stat.
1474; June 16, 1933, ch. 98, title VII, § 70a(a)(4), 48 Stat.
270, related to appointment and election of district di-
rectors and director at large, and filling of vacancies.

Section 682, acts July 17, 1916, ch. 245, title I, § 4, 39
Stat. 363; Mar. 4, 1923, ch. 252, title III, § 304, 42 Stat.
1474, related to qualifications of directors and limita-
tion on engagement in other business.

§ 682a. Repealed. Aug. 19, 1937, ch. 704, § 7(c), 50
Stat. 707

Section, act June 3, 1935, ch. 164, § 23, 49 Stat. 320, re-
lated to disqualification of persons convicted of felony
or fraud for positions with Federal land banks. See sec-
tion 640i of this title.

§ 683. Omitted

Section, acts July 17, 1916, ch. 245, title I, § 4, 39 Stat.
363; Mar. 4, 1923, ch. 252, title III, § 304, 42 Stat. 1474;
June 16, 1933, ch. 98, title VII, § 70, title VIII, § 80a, 48
Stat. 269, 273, related to compensation and allowances
of directors, officers, and employees, and was stricken
by act Aug. 19, 1937, ch. 704, § 7(b), 50 Stat. 707. Section
70 of act June 16, 1933, ch. 98, was repealed by Pub. L.
89–554, § 8(a), Sept. 6, 1966, 80 Stat. 648. See section 2226
of this title.

CAPITAL STOCK OF FEDERAL LAND BANKS

§§ 691 to 697. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 691, act July 17, 1916, ch. 245, title I, § 5, 39
Stat. 364; Ex. Ord. No. 6084, Mar. 27, 1933, provided for
minimum amount of original capital for Federal land
banks. See section 2013 of this title.

Section 692, act July 17, 1916, ch. 245, title I, § 5, 39
Stat. 364, provided for distribution and value of stock
for Federal land banks. See section 2013 of this title.

Section 693, acts July 17, 1916, ch. 245, title I, § 5, 39
Stat. 364; Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73
Stat. 387, covered transfer of stock held by land bank
associations. See section 2013 of this title.

Section 694, acts July 17, 1916, ch. 245, title I, § 5, 39
Stat. 364; Ex. Ord. No. 6084, Mar. 27, 1933; June 16, 1933,
ch. 98, title VIII, § 80(a), 48 Stat. 273; Aug. 18, 1959, Pub.
L. 86–168, title I, § 104(h), 73 Stat. 387, covered dividends
for land bank stock. See section 2013 of this title.

Section 695, acts July 17, 1916, ch. 245, title I, § 5, 39
Stat. 364; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 19, 1937,
ch. 704, § 5(a), 50 Stat. 704, covered subscription by
United States for unsubscribed balance of original cap-
ital stock of Federal land banks. See section 2001 et
seq. of this title.

Section 696, acts July 17, 1916, ch. 245, title I, § 5, 39
Stat. 364; Jan. 23, 1932, ch. 9, § 1, 47 Stat. 12; Aug. 18,
1959, Pub. L. 86–168, title I, § 104(h), 73 Stat. 387, covered
retirement of original stock of Federal land banks. See
section 2051 of this title.

Section 697, acts July 17, 1916, ch. 245, title I, § 5, 39
Stat. 364; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 18, 1959,
Pub L. 86–168, title I, § 104(h), 73 Stat. 387, set out re-
quired proportion of capital of Federal land banks that
had to be held in form of quick assets. See section 2051
of this title.

§ 698. Repealed. Aug. 11, 1955, ch. 785, title III,
§ 302, 69 Stat. 664

Section, act July 17, 1916, ch. 245, title I, § 5 (par.), as
added Jan. 23, 1932, ch. 9, § 2, 47 Stat. 12, related to sub-
scriptions by United States to capital stock of Federal
land banks.

LAND BANKS AS GOVERNMENT DEPOSITARIES AND
AGENTS

§ 701. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, act July 17, 1916, ch. 245, title I, § 6, 39 Stat.
365, covered land banks as government depositaries and
agents. See section 2012 of this title.

FEDERAL LAND BANK ASSOCIATIONS GENERALLY

§§ 711 to 724. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 711, acts July 17, 1916, ch. 245, title I, § 7, 39
Stat. 365; Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73
Stat. 387, provided for organization of land bank asso-
ciations. See section 2031 of this title.

Section 712, acts July 17, 1916, ch. 245, title I, § 7, 39
Stat. 365; Aug. 19, 1937, ch. 704, § 21, 59 Stat. 266; Aug. 18,
1959, Pub. L. 86–168, title I, § 104(h), (i), 73 Stat. 387, pro-
vided for directors, officers, and loan committee of land
bank associations. See section 2031 et seq. of this title.

Section 713, acts July 17, 1916, ch. 245, title I, § 7, 39
Stat. 365; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 18, 1959,
Pub. L. 86–168, title I, § 104(i), 73 Stat. 387, provided for
compensation and qualifications of directors. See sec-
tion 2032 of this title.

Section 714, acts July 17, 1916, ch. 245, title I, § 7, 39
Stat. 365; Mar. 4, 1923, ch. 252, title III, § 305, 42 Stat.
1476; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 11, 1955, ch.
785, title III, § 301(b), 69 Stat. 664; Aug. 18, 1959, Pub. L.
86–168, title I, § 104(h), (i), 73 Stat. 387, set out duties of
manager of each land bank association. See section 2031
of this title.

Section 715, acts July 17, 1916, ch. 245, title I, § 7, 39
Stat. 365; Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h),
(i), 73 Stat. 387, provided for expenses of personnel of
land bank associations. See section 2033 of this title.

Section 716, acts July 17, 1916, ch. 245, title I, § 7, 39
Stat. 365; June 3, 1935, ch. 164, § 19(a), (b), 49 Stat. 319;
Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), (i), 73 Stat.
387, provided for incorporators, organization, directors,
and managers of land bank associations. See section
2031 et seq. of this title.

Section 717, acts July 17, 1916, ch. 245, title I, § 7, 39
Stat. 365; Aug. 18, 1959, Pub. L. 86–168, title I, § 104(i), 73
Stat. 387, covered report and affidavit accompanying
articles of association. See section 2031 of this title.

Section 718, act July 17, 1916, ch. 245, title I, § 7, 39
Stat. 365; Ex. Ord. No. 6084, Mar. 27, 1933, provided for
investigation of solvency of applicants for incorpora-
tion. See section 2254 of this title.

Section 719, acts July 17, 1916, ch. 245, title I, § 7, 39
Stat. 365; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 19, 1937,
ch. 704, § 8, 50 Stat. 707; Aug. 18, 1959, Pub. L. 86–168,
title I, § 104(h), 73 Stat. 387, covered grant or refusal of
charters to land bank associations. See section 2031 et
seq. of this title.

Section 720, acts July 17, 1916, ch. 245, title I, § 7, 39
Stat. 365; Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73
Stat. 387, authorized receipt of funds to be loaned to
members. See section 2033 of this title.

Section 721, acts July 17, 1916, ch. 245, title I, § 7, 39
Stat. 365; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 18, 1959,
Pub. L. 86–168, title I, § 104(h), 73 Stat. 387, covered sub-
scriptions to land bank stock as collateral and retire-
ment of stock. See section 2034 of this title.

Section 722, act July 17, 1916, ch. 245, title I, § 7, 39
Stat. 365, placed a limitation on reduction of capital
stock of land banks. See section 2034 of this title.

Section 723, acts July 17, 1916, ch. 245, title I, § 7 (pt.),
as added Mar. 4, 1933, ch. 270, § 1, 47 Stat. 1547; amended
May 12, 1933, ch. 25, title II, § 26, 48 Stat. 44; June 16,
1933, ch. 98, title VIII, § 80(a), 48 Stat. 273; Jan. 31, 1934,
ch. 7, § 6, 48 Stat. 346; Aug. 19, 1937, ch. 704, §§ 5(a), 22, 50
Stat. 704, 710; Oct. 29, 1949, ch. 786, § 1(b), 63 Stat. 986;
Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), (i), 73 Stat.
387; Oct. 4, 1961, Pub. L. 87–353, § 3(a), (e), 75 Stat. 773,
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774, authorized direct loans. See section 2020 of this
title.

Section 724, acts Aug. 19, 1937, ch. 704, § 25(b), 50 Stat.
711; Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73 Stat.
387, provided for loans when an association’s stock is
impaired. See section 2020 of this title.

CAPITAL STOCK OF FEDERAL LAND BANK
ASSOCIATIONS

§§ 731 to 734. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 731, acts July 17, 1916, ch. 245, title I, § 8, 39
Stat. 367; Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73
Stat. 387, set a $5 par value for shares of land bank as-
sociation stock. See section 2031 of this title.

Section 732, acts July 17, 1916, ch. 245, title I, § 8, 39
Stat. 367; Aug. 9, 1937, ch. 704, § 23, 50 Stat. 710, set out
voting privileges for land bank association stock. See
section 2034 of this title.

Section 733, acts July 17, 1916, ch. 245, title I, § 8, 39
Stat. 367; Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73
Stat. 387, limited borrowers to members. See section
2034 of this title.

Section 734, acts July 17, 1916, ch. 245, title I, § 8, 39
Stat. 367; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 11, 1955,
ch. 785, title III, § 301(c), 69 Stat. 664; Aug. 18, 1959, Pub.
L. 86–168, title I, § 104(h), 73 Stat. 387, provided for in-
creases in stock. See section 2034 of this title.

FEDERAL LAND BANK ASSOCIATIONS; SPECIAL
PROVISIONS

§§ 741 to 747. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 741, acts July 17, 1916, ch. 245, title I, § 9, 39
Stat. 368; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 18, 1959,
Pub. L. 86–168, title I, § 104(h), 73 Stat. 387, covered
members’ rights to loans. See section 2201 of this title.

Section 742, acts July 17, 1916, ch. 245, title I, § 9, 39
Stat. 368; Aug. 18, 1959, Pub. L. 86–168, title I, § 102(a), 73
Stat. 384, covered payments for stock from proceeds of
member’s mortgage loan. See section 2033 of this title.

Section 743, acts July 17, 1916, ch. 245, title I, § 9, 39
Stat. 368; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 18, 1959,
Pub. L. 86–168, title I, § 104(h), 73 Stat. 387, authorized
retention of commissions on interest payments. See
section 2033 of this title.

Section 744, acts July 17, 1916, ch. 245, title I, § 9, 39
Stat. 368; Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73
Stat. 387, provided for individual liability of sharehold-
ers.

Section 744a, acts June 16, 1933, ch. 98, title VII, § 72,
48 Stat. 271; Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h),
73 Stat. 387, relieved shareholders of land bank associa-
tions of personal liability for contracts, debts, and en-
gagements entered into after June 16, 1933.

Section 745, acts July 17, 1916, ch. 245, title I, § 9, 39
Stat. 368; June 3, 1935, ch. 164, 20, 49 Stat. 319; Aug. 19,
1937, ch. 704, § 24, 50 Stat. 710; June 30, 1945, ch. 204,
§ 1(b), 59 Stat. 266; Aug. 18, 1959, Pub. L. 86–168, title I,
§ 104(h), (i), 73 Stat. 387, provided for new members for
land bank associations. See section 2033 of this title.

Section 746, act July 17, 1916, ch. 245, title I, § 9 (par.)
as added Aug. 19, 1937, ch. 704, § 25(a), 50 Stat. 710;
amended Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73
Stat. 387, provided for a common board of directors for
two or more associations. See section 2032 of this title.

Section 747 act July 17, 1916, ch. 245, title I, § 9 (par.),
as added Aug. 19, 1937, ch. 704, § 25(a), 50 Stat. 711;
amended Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73
Stat. 387, provided for transfer of powers to a loan com-
mittee. See section 2033 of this title.

APPRAISAL FOR FARM LOANS

§§ 751 to 757. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 751, acts July 17, 1916, ch. 245, title I, § 10(a),
39 Stat. 369; Apr. 20, 1920, ch. 154, § 2, 41 Stat. 570; June

30, 1945, ch. 204, § 2, 59 Stat. 266; Aug. 18, 1959, Pub. L.
86–168, title I, § 102(b), 73 Stat. 384, covered investigation
of applications for mortgage loans by the loan commit-
tee. See section 2033 of this title.

Section 752, acts July 17, 1916, ch. 245, title I, § 10(b),
39 Stat. 369; Apr. 20, 1920, ch. 154, § 2, 41 Stat. 570; June
30, 1945, ch. 204, § 2, 59 Stat. 266; Aug. 18, 1959, Pub. L.
86–168, title I, § 102(b), 73 Stat. 385, covered submission
of loan applications and required reports to land banks.
See section 2033 of this title.

Section 753, acts July 17, 1916, ch. 245, title I, § 10(c),
39 Stat. 369; June 30, 1945, ch. 204, § 2, 59 Stat. 266; Aug.
18, 1959, Pub. L. 86–168, title I, § 102(b), 73 Stat. 385, pro-
vided for form for appraisal reports.

Section 754, acts July 17, 1916, ch. 245, title I, § 10(d),
39 Stat. 369; Aug. 18, 1959, Pub. L. 86–168, title I, § 102(b),
73 Stat. 385, dealt with conflicting interests of farm
credit or land bank appraisers, committeemen, and as-
sociation directors. See section 2254 of this title.

Section 755, acts July 17, 1916, ch. 245, title I, § 10(e),
39 Stat. 369; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 18,
1959, Pub. L. 86–168, title I, § 102(b), 73 Stat. 385, provided
for appraisal standards studies by Federal land banks.
See section 2033 of this title.

Section 756, acts July 17, 1916, ch. 245, title I, § 10(f),
39 Stat. 369; Aug. 18, 1959, Pub. L. 86–168, title I, § 102(b),
73 Stat. 385, covered appraisals, reports, and standards
by farm credit appraisers. See section 2012 of this title.

Section 757, act July 17, 1916, ch. 245, title I, § 10(g), as
added Aug. 11, 1955, ch. 785, title III, § 303, 69 Stat. 664;
amended Aug. 18, 1959, Pub. L. 86–168, title I, § 102(b), 73
Stat. 385, set out duties of farm credit appraisers. See
section 2254 of this title.

POWERS OF FEDERAL LAND BANK ASSOCIATIONS

§ 761. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, acts July 17, 1916, ch. 245, title I, § 11, 39 Stat.
369; Apr. 20, 1920, ch. 154, § 3, 41 Stat. 570; Ex. Ord. No.
6084 Mar. 27, 1933; Aug. 19, 1937, ch. 704, § 25(c), 50 Stat.
713; Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73 Stat.
387, enumerated powers of Federal land bank associa-
tions. See section 2033 of this title.

RESTRICTION ON LOANS OF FEDERAL LAND
BANKS BASED ON FIRST MORTGAGES

§§ 771, 772. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 771, acts July 17, 1916, ch. 245, § 12, 39 Stat. 370;
Apr. 20, 1920, ch. 154, § 4, 41 Stat. 570; Mar. 4, 1923, ch.
252, title III, §§ 306, 307, 42 Stat. 1476; Mar. 4, 1933, ch. 270,
§ 2, 47 Stat. 1547; Ex. Ord. No. 6084, Mar. 27, 1933; May 12,
1933, ch. 25, title II, §§ 24, 25, 41, 48 Stat. 43, 44, 51; June
16, 1933, ch. 98, title VII, §§ 73, 74, title VIII, § 80(a), 48
Stat. 271, 273; June 3, 1935, ch. 164, §§ 3, 18, 22, 49 Stat.
314, 319; June 24, 1936, ch. 762, 49 Stat. 1912; July 22, 1937,
ch. 516, § 1, 50 Stat. 521; Aug. 19, 1937, ch. 704; §§ 5(a), 12,
50 Stat. 704, 708; June 16, 1938, ch. 462, § 1, 52 Stat. 709;
June 29, 1940, ch. 441, § 1, 54 Stat. 684; June 27, 1942, ch.
449, § 1, 56 Stat. 391; June 30, 1945, ch. 204, § 4, 59 Stat.
267; Oct. 29, 1949, ch. 786, § 2, 63 Stat. 986; Aug. 11, 1955,
ch. 785, title III, § 304, 69 Stat. 664; Aug. 18, 1959, Pub. L.
86–168, title I, § 104(a), (h), 73 Stat. 386, 387; Oct. 3, 1961,
Pub. L. 87–343, § 1(a), 75 Stat. 758; Aug. 2, 1966, Pub. L.
89–525, § 2, 80 Stat. 334; Dec. 15, 1967, Pub. L. 90–204, § 2,
81 Stat. 612, set out restrictions on loans. See section
2011 et seq. of this title.

Section 772, acts July 17, 1916, ch. 245, title I, § 12, 39
Stat. 370; Jan. 31, 1934, ch. 7, § 7, 48 Stat. 346; Oct. 4, 1961,
Pub. L. 87–353, § 3(f), 75 Stat. 774, authorized transmittal
of loan funds to land bank associations either in form
of current funds or farm loan bonds.

§ 773. Omitted

CODIFICATION

Section, act May 15, 1922, ch. 190, § 3, 42 Stat. 542,
which related to mortgages on farm lands under United
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States reclamation projects, and contained a definition
of ‘‘first mortgage’’ as used in section 771 of this title,
was omitted because of the repeal of section 771 and
other sections of this title that were based on the Fed-
eral Farm Loan Act.

§ 773a. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, acts June 4, 1936, ch. 496, 49 Stat. 1461; Oct.
4, 1961, Pub. L. 87–353, § 3(k), 75 Stat. 774, provided for
loans on lands in drainage, irrigation, or conservancy
districts.

POWERS OF FEDERAL LAND BANKS GENERALLY

§ 781. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, acts July 17, 1916, ch. 245, § 13, 39 Stat. 372;
Jan. 23, 1932, ch. 9, § 5, 47 Stat. 14; Mar. 4, 1933, ch. 270,
§§ 3, 4, 47 Stat. 1548; Ex. Ord. No. 6084, Mar. 27, 1933; May
12, 1933, ch. 25, title II, §§ 22, 23, 48 Stat. 42, 43; June 16,
1933, ch. 98, title VII, § 79, title VIII, § 80(a), 48 Stat. 272,
273; Jan. 31, 1934, ch. 7, § 8(a), 48 Stat. 347; Aug. 19, 1937,
ch. 704, §§ 5(a), 15(a), (b), 16, 17, 19, 50 Stat. 704, 708, 709;
June 30, 1945, ch. 204, §§ 5–7, 59 Stat. 267; Oct. 29, 1949, ch.
786, § 3, 63 Stat. 986; June 1, 1955, ch. 117, 69 Stat. 81;
Aug. 11, 1955, ch. 785, title III, § 305, 69 Stat. 665; July 26,
1956, ch. 741, title I, § 104(e), 70 Stat. 664; Aug. 18, 1959,
Pub. L. 86–168, title I, § 104(h), 73 Stat. 387; Oct. 4, 1961,
Pub. L. 87–353, § 3(g), (h), 75 Stat. 774; Aug. 2, 1966, Pub.
L. 89–525, § 2, 80 Stat. 334, enumerated powers of Federal
land banks generally. See section 2012 of this title.

RESTRICTIONS ON FEDERAL LAND BANKS

§ 791. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, acts July 17, 1916, ch. 245, title I, § 14, 39 Stat.
372; Mar. 4, 1933, ch. 270, § 5(a), (b), 47 Stat. 1549; June 16,
1933, ch. 98, title VII, §§ 71, 75(a), 48 Stat. 271; Aug. 18,
1959, Pub. L. 86–168, title I, § 104(h), 73 Stat. 387, set out
an enumeration of restriction on Federal land banks.
See section 2012 et seq. of this title.

LOANS BY FEDERAL LAND BANKS THROUGH
AGENTS

§§ 801 to 808. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 801, acts July 17, 1916, ch. 245, title I, § 15, 39
Stat. 373; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 18, 1959,
Pub. L. 86–168, title I, § 104(h), 73 Stat. 387, authorized
loans by Federal land banks through agents. See sec-
tion 2020 of this title.

Section 802, acts July 17, 1916, ch. 245, title I, § 15, 39
Stat. 373; Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73
Stat. 387, covered manner of making loan through
agents. See section 2020 of this title.

Section 803, act July 17, 1916, ch. 245, title I, § 15, 39
Stat. 373, placed limits on who could be employed as
agent. See section 2020 of this title.

Section 804, act July 17, 1916, ch. 245, title I, § 15, 39
Stat. 373, covered expenses of and commissions to
agents. See section 2020 of this title.

Section 805, act July 17, 1916, ch. 245, title I, § 15, 39
Stat. 373, provided for addition of expenses of agents to
loans. See section 2020 of this title.

Section 806, act July 17, 1916, ch. 245, title I, § 15, 39
Stat. 373, covered collection of loan payments. See sec-
tion 2020 of this title.

Section 807, act July 17, 1916, ch. 245, title I, § 15, 39
Stat. 373, covered indorsement of loans and liability
thereon. See section 2020 of this title.

Section 808, acts July 17, 1916, ch. 245, title I, § 15, 39
Stat. 373; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 18, 1959,
Pub. L. 86–168, title I, § 104(h), 73 Stat. 387, provided
when loans were to cease. See section 2020 of this title.

JOINT-STOCK LAND BANKS

§§ 810 to 824. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 810, act May 12, 1933, ch. 25, title II, § 29, 48
Stat. 46, prohibited making of loans or issuing of bonds
after May 12, 1933, by joint-stock land banks.

Section 811, act July 17, 1916, ch. 245, title I, § 16, 39
Stat. 374, provided for organization of joint-stock
banks.

Section 812, act July 17, 1916, ch. 245, title I, § 16, 39
Stat. 374, provided for individual liability of sharehold-
ers in joint-stock land banks.

Section 813, act July 17, 1916, ch. 245, title I, § 16, 39
Stat. 374, covered powers, duties, and liabilities of
joint-stock land banks.

Section 814, act July 17, 1916, ch. 245, title I, § 16, 39
Stat. 374, placed a limit on amount of issue of bonds
and prohibited transacting of unauthorized business.

Section 815, act July 17, 1916, ch. 245, title I, § 16, 39
Stat. 374; Ex. Ord. No. 6084, Mar. 27, 1933, provided for
minimum allowable capital stock for joint-stock land
banks.

Section 816, act July 17, 1916, ch. 245, title I, § 16, 39
Stat. 374, prohibited issuance of bonds before capital
stock of joint-stock land banks was entirely paid up.

Section 817, act July 17, 1916, ch. 245, title I, § 16, 39
Stat. 374; Ex. Ord. No. 6084, Mar. 27, 1933, set out re-
quired form for bonds issued by joint-stock land banks.

Section 818, acts July 17, 1916, ch. 245, title I, § 16, 39
Stat. 374; Mar. 4, 1931, ch. 518, § 1, 46 Stat. 1548, set out
interest rates and restrictions on mortgage loans for
joint-stock land banks.

Section 819, act July 17, 1916, ch. 245, title I, § 16, 39
Stat. 374, set a limitation on interest rates.

Section 820, act July 17, 1916, ch. 245, title I, § 16, 39
Stat. 374, prohibited unauthorized commissions or
charges by joint-stock land banks.

Section 821, act July 17, 1916, ch. 245, title I, § 16, 39
Stat. 374; Ex. Ord. No. 6084, Mar. 27, 1933, authorized is-
suance of bonds by joint-stock land banks.

Section 822, act July 17, 1916, ch. 245, title I, § 16 (par.),
as added May 29, 1920, ch. 215, 41 Stat. 691, and amended
Ex. Ord. No. 6084, Mar. 27, 1933, provided for voluntary
liquidation of joint-stock land banks.

Section 823, act July 17, 1916, ch. 245, title I, § 16
(pars.), as added May 29, 1920, ch. 215, 41 Stat. 691;
amended Mar. 4, 1925, ch. 524, § 5, 43 Stat. 1263; Ex. Ord.
No. 6084, Mar. 27, 1933; Aug. 18, 1959, Pub. L. 86–168, title
I, § 104(h), 73 Stat. 387, provided for acquisition of assets
of a liquidating joint-stock land bank.

Section 824, act July 17, 1916, ch. 245, title I, § 16 (par.),
as added Mar. 4, 1931, ch. 518, § 2, 46 Stat. 1548; amended
Ex. Ord. No. 6084, Mar. 27, 1933, covered insolvency and
receivership of joint-stock land banks.

POWERS OF FARM CREDIT ADMINISTRATION

§§ 831 to 833. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 831, acts July 17, 1916, ch. 245, title I, § 17, 39
Stat. 375; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 19, 1937,
ch. 704, § 9, 50 Stat. 707; Aug. 18, 1959, Pub. L. 86–168,
title I, § 104(h), 73 Stat. 387, contained an enumeration
of the powers of Farm Credit Administration. See sec-
tion 2252 of this title.

Section 832, acts Sept. 21, 1944, ch. 412, title VI,
§ 601(a) to (c), 58 Stat. 740; Aug. 11, 1955, ch. 785, title III,
§ 307, 69 Stat. 665; July 26, 1956, ch. 741, title I, § 108, 70
Stat. 667; Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73
Stat. 387, provided for allocation of administrative ex-
penses rendered each year by Farm Credit Administra-
tion. See section 2250 of this title.

Section 833, act Sept. 21, 1944, ch. 412, title VI, § 602,
58 Stat. 741, authorized purchase of manuscripts, data,
and special reports by Farm Credit Administration.
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APPLICATIONS FOR FARM-LOAN BONDS

§§ 841 to 844. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 841, act July 17, 1916, ch. 245, title I, § 18, 39
Stat. 375; Ex. Ord. No. 6084, Mar. 27, 1933, provided for
application for farm loan bonds. See section 2154 of this
title.

Section 842, act July 17, 1916, ch. 245, title I, § 18, 39
Stat. 375; Ex. Ord. No. 6084, Mar. 27, 1933, provided for
investigation and appraisal of securities tendered. See
section 2154 of this title.

Section 843, act July 17, 1916, ch. 245, title I, § 18, 39
Stat. 375; Ex. Ord. No. 6084, Mar. 27, 1933, provided for
transmission of decisions to land bank and registrar.

Section 844, act July 17, 1916, ch. 245, title I, § 18, 39
Stat. 375; Ex. Ord. No. 6084, Mar. 27, 1933, required Farm
Credit Administration to execute a writing when ap-
proving a farm-loan bond issue.

ISSUE OF FARM-LOAN BONDS

§§ 851 to 857. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 851, act July 17, 1916, ch. 245, title I, § 19, 39
Stat. 376; Ex. Ord. No. 6084, Mar. 27, 1933, set out duties
of farm-loan registrar on approval of a bond issue.

Section 852, act July 17, 1916, ch. 245, title I, § 19, 39
Stat. 376; Ex. Ord. No. 6084, Mar. 27, 1933, covered return
of collateral security whenever Farm Credit Adminis-
tration rejects entirely an application for an issue of
farm-loan bonds.

Section 853, act July 17, 1916, ch. 245, title I, § 19, 39
Stat. 376; Ex. Ord. No. 6084, Mar. 27, 1933, provided for
disposition of security on approval of an application for
issue of farm-loan bonds.

Section 854, acts July 17, 1916, ch. 245, title I, § 19, 39
Stat. 376; Mar. 4, 1933, ch. 270, § 6(a), 47 Stat. 1549; Ex.
Ord. No. 6084, Mar. 27, 1933, set out conditions for mort-
gages eligible as collateral.

Section 855, act July 17, 1916, ch. 245, title I, § 19, 39
Stat. 376, set out duties of farm loan registrars and au-
thorized receipt of United States bonds or cash in lieu
of mortgages withdrawn.

Section 856, act July 17, 1916, ch. 245, title I, § 19, 39
Stat. 376; Ex. Ord. No. 6084, Mar. 27, 1933, authorized
Farm Loan Administration to call on any farm loan
bank for additional security to protect the bonds issued
by it.

Section 857, act July 17, 1916, ch. 245, title I, § 19 (par.),
as added Mar. 4, 1933, ch. 270, § 6(b), 47 Stat. 1549; amend-
ed June 30, 1945, ch. 204, § 8, 59 Stat. 268, covered deposit
of acceptable collateral security with farm loan reg-
istrar.

FORM OF FARM LOAN BONDS

§§ 861 to 864. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 861, acts July 17, 1916, ch. 245, title I, § 20, 39
Stat. 377; Apr. 20, 1920, ch. 154, § 5, 41 Stat. 571; Mar. 4,
1921, ch. 151, 41 Stat. 1362; Aug. 13, 1921, ch. 63, 42 Stat.
159; Ex. Ord. No. 6084, Mar. 27, 1933; June 30, 1945, ch.
204, § 9, 59 Stat. 268; Aug. 18, 1958, Pub. L. 86–168, title I,
§ 104(b), 73 Stat. 386, authorized issuance of farm loan
bonds in amount, denominations, and terms as Farm
Credit Administration authorized. See section 2153 of
this title.

Section 862, act July 17, 1916, ch. 245, title I, § 20, 39
Stat. 377; Ex. Ord. No. 6084, Mar. 27, 1933, directed the
Farm Credit Administration to prescribe rules and reg-
ulations concerning circumstances and manner in
which farm loan bonds shall be paid and retired. See
section 2153 of this title.

Section 863, act July 17, 1916, ch. 245, title I, § 20, 39
Stat. 377, directed that farm loan bonds be delivered
through registrar of the district to bank applying for
them.

Section 864, acts July 17, 1916, ch. 245, title I, § 20, 39
Stat. 377; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 18, 1959,
Pub. L. 86–168, title I, § 104(b), 73 Stat. 386, covered prep-
aration of bonds, custody of plates and dies, exchange
for registered bonds, and reexchange for coupons.

SPECIAL PROVISIONS OF FARM LOAN BONDS

§§ 871 to 886. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 871, act July 17, 1916, ch. 245, title I, § 21, 39
Stat. 377; Ex. Ord. No. 6084, Mar. 27, 1933, provided that
land banks be bound by the acts of officers and Farm
Credit Administration in issue of bonds.

Section 872, act July 17, 1916, ch. 245, title I, § 21, 39
Stat. 377; Ex. Ord. No. 6084, Mar. 27, 1933, covered liabil-
ity of each land bank for bonds issued by it and by
other land banks.

Section 873, act July 17, 1916, ch. 245, title I, § 21, 39
Stat. 377, directed that board of directors of each land
bank obligate each such bank to become liable on farm
loan bonds.

Section 874, acts July 17, 1916, ch. 245, title I, § 21, 39
Stat. 377; Apr. 20, 1920, ch. 154, § 6, 41 Stat. 571; Ex. Ord.
No. 6084, Mar. 27, 1933; June 16, 1933, ch. 98, title VII,
§ 75(b), title VIII, § 80(a), 48 Stat. 271, 273; June 30, 1945,
ch. 204, § 10(a), 59 Stat. 268, provided for signing and at-
testing of bonds and certificate of Land Bank Commis-
sioner.

Section 875, act July 17, 1916, ch. 245, title I, § 21 (par.),
as added Mar. 4, 1923, ch. 252, title III, § 308, 42 Stat.
1476, authorized consolidation of bonds and their sale
through a common selling agency.

Section 876, act July 17, 1916, ch. 245, title I, § 21 (par.),
as added Mar. 4, 1923, ch. 252, title III, § 308, 42 Stat.
1476; amended June 16, 1933, ch. 98, title VIII, §§ 80(a), 81,
48 Stat. 273, provided for signature and attestation of
bonds, joint and several obligations, and recitals.

Section 877, act July 17, 1916, ch. 245, title I, § 21 (par.),
as added Mar. 4, 1923, ch. 252, title III, § 308, 42 Stat.
1476, directed that consolidated bonds be made payable
at any land bank and authorized provisions making
them payable at Federal reserve banks or other des-
ignated banks as well.

Section 878, act July 17, 1916, ch. 245, title I, § 21 (par.),
as added Mar. 4, 1923, ch. 252, title III, § 308, 42 Stat.
1476; amended Mar. 4, 1925, ch. 524, § 6, 43 Stat. 1264;
June 16, 1933, ch. 98, title VIII, §§ 80(a), 81, 48 Stat. 273,
directed that land banks on whose behalf consolidated
bonds are issued be bound by acts of Land Bank Com-
missioner and any deputy land bank commissioner.

Section 879, act July 17, 1916, ch. 245, title I, § 21 (par.),
as added Mar. 4, 1923, ch. 252, title III, § 308, 42 Stat.
1476; amended June 16, 1933, ch. 98, title VIII, §§ 80(a), 81,
48 Stat. 273, directed that boards of directors of land
banks, before participating in a consolidated issue, ob-
ligate such banks to be liable on farm loan bonds and
to be bound by action of Land Bank Commissioner and
any deputy land bank commissioner.

Section 880, act July 17, 1916, ch. 245, title I, § 21 (par.),
as added Mar. 4, 1923, ch. 252, title III, § 308, 42 Stat.
1476; amended Ex. Ord. No. 6084, Mar. 27, 1933; June 16,
1933, ch. 98, title VII, § 75(b), title VIII, § 80(a), 48 Stat.
271, 273; June 30, 1945, ch. 204 § 10(b), 59 Stat. 269, covered
certificate of Land Bank Commissioner appearing on
face of every farm loan bond issued.

Section 881, act July 17, 1916, ch. 245, title I, § 21, 39
Stat. 377; Mar. 4, 1923, ch. 252, title VIII, § 308, 42 Stat.
1476; Mar. 4, 1933, ch. 270, § 7, 47 Stat. 1550; Ex. Ord. No.
6084, Mar. 27, 1933, covered special provisions of farm
loan bonds, consolidated bonds, the participation of
land banks in their issuance, and collateral.

Section 882, act July 17, 1916, ch. 245, title I, § 21 (par.),
as added Mar. 4, 1923, ch. 252, title III, § 308, 42 Stat.
1476; amended Ex. Ord. No. 6084, Mar. 27, 1933, covered
action to be taken upon failure of a participating bank
to pay interest or principal.

Section 883, act July 17, 1916, ch. 245, title I, § 21 (par.),
as added Mar. 4, 1923, ch. 252, title III, § 308, 42 Stat.
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1476; amended Aug. 19, 1937, ch. 704, § 18, 50 Stat. 709,
covered bond committee of Federal land banks and acts
of such committee in conducting its business.

Section 884, act July 17, 1916, ch. 245, title I, § 21 (par.),
as added Mar. 4, 1923, ch. 252, title III, § 308, 42 Stat.
1476; amended Ex. Ord. No. 6084, Mar. 27, 1933; June 16,
1933, ch. 98, title VIII, §§ 80(a), 81, 48 Stat. 273, set out
duties of bond committee on contemplation of an issue
of consolidated bonds.

Section 885, act July 17, 1916, ch. 245, title I, § 21 (par.),
as added Mar. 4, 1923, ch. 252, title III, § 308, 42 Stat.
1476, covered proper charging of expenses of bond com-
mittee and of sale of bonds.

Section 886, act July 17, 1916, ch. 245, title I, § 21 (par.),
as added Mar. 4, 1923, ch. 252, title III, § 308, 42 Stat.
1476, provided for compensation of members of bond
committee.

APPLICATION OF AMORTIZATION AND INTEREST
PAYMENTS

§§ 891 to 899. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 891, acts July 17, 1916, ch. 245, title I, § 22, 39
Stat. 378; Oct. 29, 1949, ch. 786, § 4, 63 Stat. 986, covered
payments on mortgages pledged as collateral for a bond
issue, notice to farm-loan registrar, and cancellation of
mortgage and discharge of lien on full payment.

Section 892, act July 17, 1916, ch. 245, title I, § 22, 39
Stat. 378, covered withdrawal of collateral and substi-
tution of other security.

Section 893, act July 17, 1916, ch. 245, title I, § 22, 39
Stat. 378; Ex. Ord. No. 6084, Mar. 27, 1933, provided for
place and mode of payment of bonds or interest thereon
and cancellation of payment.

Section 894, act July 17, 1916, ch. 245, title I, § 22, 39
Stat. 378, provided for withdrawal of collateral security
on surrender of bonds.

Section 895, act July 17, 1916, ch. 245, title I, § 22, 39
Stat. 378, covered interest payments on pledged securi-
ties.

Section 896, act July 17, 1916, ch. 245, title I, § 22, 39
Stat. 378, provided for payment of bonds, coupons, and
interest at maturity.

Section 897, acts July 17, 1916, ch. 245, title I, § 22, 39
Stat. 378; Mar. 4, 1923, ch. 252, title III, § 309, 42 Stat.
1477; Jan. 31, 1934, ch. 7, § 8(b), 48 Stat. 347; Aug. 19, 1937,
ch. 704, §§ 5(a), 15(c), 50 Stat. 704, 708; Oct. 4, 1961, Pub.
L. 87–353, § 3(i), 75 Stat. 774, provided for a trust fund
from payments on mortgages held as collateral.

Section 898, act July 17, 1916, ch. 245, title I, § 22, 39
Stat. 378, covered deposit of trust funds with registrars
as substituted collateral security.

Section 899, act July 17, 1916, ch. 245, title I, § 22, 39
Stat. 378, covered notice to registrars of dispositions of
principal payments on mortgages held as collateral and
transfer to registrar on demand.

RESERVES AND DIVIDENDS OF LAND BANKS

§§ 901 to 903. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 901, acts July 17, 1916, ch. 245, title I, § 23, 39
Stat. 379; Jan. 23, 1932, ch. 9, § 3(a), 47 Stat. 13; Aug. 11,
1955, ch. 785, title III, § 306(a), 69 Stat. 665; Aug. 18, 1959,
Pub. L. 86–168, title I, § 104(c), 73 Stat. 386, provided for
amount to be carried in reserve accounts, withdrawal
of excess, and restoration of impairment. See section
2051 of this title.

Section 902, acts July 17, 1916, ch. 245, title I, § 23, 39
Stat. 379; Jan. 23, 1932, ch. 9, § 3(a), (b), 47 Stat. 13; Ex.
Ord. No. 6084, Mar. 27, 1933; Aug. 11, 1955, ch. 785, title
III, § 306(a), 69 Stat. 665, authorized declaration of divi-
dends on balance of net earnings and investment of re-
serves. See section 2051 et seq. of this title.

Section 903, act July 17, 1916, ch. 245, title I, § 23 (par.),
as added Aug. 6, 1953, ch. 335, § 10, 67 Stat. 395, provided
for payment of franchise tax before dividends. See sec-
tion 2051 of this title.

RESERVE AND DIVIDENDS OF FEDERAL LAND
BANK ASSOCIATIONS

§§ 911 to 915. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 911, acts July 17, 1916, ch. 245, title I, § 24, 39
Stat. 379; Jan. 23, 1932, ch. 9, § 4, 47 Stat. 13; Aug. 11,
1955, ch. 785, title III, § 306(b), 69 Stat. 665; Aug. 18, 1959,
Pub. L. 86–168, title I, § 104(d), (h), 73 Stat. 386, 387, pro-
vided for amount to be carried in reserve account by
land bank associations. See section 2052 of this title.

Section 912, acts July 17, 1916, ch. 245, title I, § 24, 39
Stat. 379; Jan. 23, 1932, ch. 9, § 4, 47 Stat. 13, covered
making good of any impairment of reserve before pay-
ment of any dividends.

Section 913, acts July 17, 1916, ch. 245, title I, § 24, 39
Stat. 379; Jan. 23, 1932, ch. 9, § 4, 47 Stat. 13; June 3, 1935,
ch. 164, § 4, 49 Stat. 315, provided for payment of divi-
dends by land bank associations on balance of net earn-
ings. See section 2052 of this title.

Section 914, act July 17, 1916, ch. 245, title I, § 24, 39
Stat. 379; Ex. Ord. No. 6084, Mar. 27, 1933, covered in-
vestment of reserves of land bank associations.

Section 915, act July 17, 1916, ch. 245, title I, § 24, 39
Stat. 379, provided for disposition of reserves on liq-
uidation of land bank associations.

DEFAULTED FARM LOANS

§ 921. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, acts July 17, 1916, ch. 245, title I, § 25, 39 Stat.
380; Mar. 4, 1923, ch. 252, title III, § 310, 42 Stat. 1477;
Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73 Stat. 387,
provided for notice to indorsing association in event of
a default on a mortgage held by a land bank and for
making good of such default by association.

EXEMPTION FROM TAXATION

§ 931. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, acts July 17, 1916, ch. 245, title I, § 26, 39 Stat.
380; Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73 Stat.
387, exempted land banks and land bank associations
from taxation and directed that mortgages and bonds
be deemed instrumentalities of government. See sec-
tion 2055 of this title.

§ 931a. Omitted

CODIFICATION

Provisions of this section, act May 28, 1938, ch. 289,
§ 817, 52 Stat. 578, were incorporated as section 3799 of
Title 26 (I.R.C. 1939). See section 76 of Title 26, Internal
Revenue Code.

§§ 932, 933. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 932, act July 17, 1916, ch. 245, title I, § 26, 39
Stat. 380, covered joint-stock land banks and limita-
tions on state taxation of shares thereof.

Section 933, acts July 17, 1916, ch. 245, title I, § 26, 39
Stat. 380; Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73
Stat. 387, prohibited a construction of statute which
might serve to render exempt real property of land
banks and land bank associations from state, county,
or municipal taxes.

INVESTMENT IN FARM-LOAN BONDS

§§ 941 to 943. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 941, act July 17, 1916, ch. 245, title I, § 27, 39
Stat. 380, directed that farm-loan bonds be deemed law-
ful investments for all fiduciary and trust funds.
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Section 942, act July 17, 1916, ch. 245, title I, § 27, 39
Stat. 380, covered buying and selling of farm-loan bonds
by member banks of the Federal reserve system.

Section 943, act July 17, 1916, ch. 245, title I, § 27, 39
Stat. 380, covered additional purchases and sales by
Federal reserve banks.

EXAMINATIONS

§§ 951, 952. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 951, acts July 17, 1916, ch. 245, title I, § 28, 39
Stat. 381; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 19, 1937,
ch. 704, § 20, 50 Stat. 710, provided for appointment of
farm credit examiners.

Section 952, acts July 17, 1916, ch. 245, title I, § 28, 39
Stat. 381; Ex. Ord. No. 6084, Mar. 27, 1933; June 16, 1933,
ch. 98, title VIII, § 80(a), 48 Stat. 273; Aug. 19, 1937, ch.
704, § 20, 50 Stat. 710; July 12, 1943, ch. 215, 57 Stat. 424;
Aug. 18, 1959, Pub. L. 86–168, title I, § 104(h), 73 Stat. 387,
covered requirements, responsibilities, and penalties
applicable to examiners, and made provision for exami-
nations and reports.

§ 953. Repealed. Pub. L. 89�554, § 8(a), Sept. 6,
1966, 80 Stat. 643

Section, act July 17, 1916, ch. 245, title I, § 28, 39 Stat.
381, related to salaries of Farm credit examiners.

RECEIVERS AND CONSERVATORS

§§ 961 to 963. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 961, acts July 17, 1916, ch. 245, title I, § 29, 39
Stat. 381; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 19, 1937,
ch. 704, § 5(a), 50 Stat. 704; Aug. 18, 1959, Pub. L. 86–168,
title I, § 104(h), 73 Stat. 387, covered institution and con-
duct of receiverships for land bank associations and du-
ties and powers of receivers.

Section 962, act July 17, 1916, ch. 245, title I, § 29, 39
Stat. 381; Ex. Ord. No. 6084, Mar. 27, 1933, covered the
disposition of moneys collected by receivers and re-
ports to be made thereon.

Section 963, acts July 17, 1916, ch. 245, title I, § 29, 39
Stat. 381; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 18, 1959,
Pub. L. 86–168, title I, § 104(h), 73 Stat. 387, provided for
institution and conduct of receiverships for federal and
joint-stock land banks.

§ 963a. Repealed. June 30, 1947, ch. 166, title II,
§ 206(c), 61 Stat. 208

Section, act May 12, 1933, ch. 25, § 27, 48 Stat. 45, relat-
ed to authorization of receiver to borrow money for
paying taxes on real estate.

§§ 964 to 966. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 964, acts July 17, 1916, ch. 245, title I, § 29, 39
Stat. 381; Ex. Ord. No. 6084, Mar. 27, 1933; July 16, 1933,
ch. 98, title VIII, § 80(a), 48 Stat. 273; Aug. 18, 1959, Pub.
L. 86–168, title I, § 104(h), 73 Stat. 387, provided for dis-
position of land bank association’s stock in land bank
on declaration of insolvency and appointment of re-
ceiver for association.

Section 965, acts July 17, 1916, ch. 245, title I, § 29, 39
Stat. 381; Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 18, 1959,
Pub. L. 86–168, title I, § 104(h), 73 Stat. 387, required
written consent from Farm Credit Administration for a
land bank, land bank association, or joint stock land
bank to go into voluntary liquidation.

Section 966, act July 17, 1916, ch. 245, title I, § 29 (par.),
as added Mar. 4, 1923, ch. 252, title III, § 311, 42 Stat.
1748, and amended Aug. 18, 1959, Pub. L. 86–168, title I,
§ 104(h), 73 Stat. 387, provided for disposition of a land
bank association’s stock in land bank on voluntary liq-

uidation of an association and for personal liability of
members.

DISSOLUTION AND APPOINTMENT OF RECEIVERS

§ 967. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, act July 17, 1916, ch. 245, title I, § 29 (pars.),
as added Aug. 19, 1937, ch. 704, § 25(d), 50 Stat. 713;
amended Aug. 18, 1959, Pub. L. 86–168, title I, § 104(e),
(h), 73 Stat. 386, 387, provided for a conservator in lieu
of a receiver for land bank associations which have
failed to meet their outstanding obligations.

STATE LEGISLATION IMPAIRING SECURITY OF
FARM LOANS

§§ 971 to 973. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 971, acts July 17, 1916, ch. 245, title I, § 30, 39
Stat. 382; Ex. Ord. No. 6084, Mar. 27, 1933; June 16, 1933,
ch. 98, title VIII, § 80(a), 48 Stat. 273, directed Land
Bank Commissioner to make examination of State leg-
islation which might impair the security of farm loans.

Section 972, acts July 17, 1916, ch. 245, title I, § 30, 39
Stat. 382; Ex. Ord. No. 6084, Mar. 27, 1933; June 16, 1933,
ch. 98, title VIII, § 80(a), 48 Stat. 273, authorized Farm
Credit Administration to declare first mortgages on
farm lands ineligible as basis for an issue of farm loan
bonds.

Section 973, act July 17, 1916, ch. 245, title I, § 30, 39
Stat. 382; Ex. Ord. No. 6084, Mar. 27, 1933, authorized
Farm Credit Administration to prepare a statement for
chief executive of any state setting forth in what re-
spects requirement of Administration cannot be com-
plied with under existing State laws.

PENALTIES

§§ 981 to 987. Repealed. June 25, 1948, ch. 645,
§ 21, 62 Stat. 862, eff. Sept. 1, 1948

Section 981, acts July 17, 1916, ch. 245, title I, § 31, 39
Stat. 382; June 3, 1935, ch. 164, § 21, 49 Stat. 319, related
to false statements in applications for loans. See sec-
tions 213, 1014, and 1909 of Title 18, Crimes and Criminal
Procedure.

Section 982, act July 17, 1916, ch. 245, title I, § 31, 39
Stat. 382, related to counterfeiting bonds or coupons.
See section 493 of Title 18.

Section 983, act July 17, 1916, ch. 245, title I, § 31, 39
Stat. 382, related to charging or receiving unauthorized
fees or commissions. See sections 216 and 1907 of Title
18.

Section 984, act July 17, 1916, ch. 245, title I, § 31, 39
Stat. 382, related to fraud and embezzlement. See sec-
tions 657 and 1006 of Title 18.

Section 985, act July 17, 1916, ch. 245, title I, § 31, 39
Stat. 382, related to false pretenses as to character of
bonds or coupons. See section 1013 of Title 18.

Section 986, act July 17, 1916, ch. 245, title I, § 31, 39
Stat. 382, related to detection and arrest of violators.
See section 3056 of Title 18.

Section 987, act July 17, 1916, ch. 245, title I, § 31 (par.),
as added June 16, 1933, ch. 98, title VII, § 78, 48 Stat. 272,
related to false statements by mortgagee. See section
1011 of Title 18.

GOVERNMENT DEPOSITS IN LAND BANKS

§ 991. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, act July 17, 1916, ch. 245, title I, § 32, 39 Stat.
384; Ex. Ord. No. 6084, Mar. 27, 1933, covered government
deposits in land banks, interest rate, security, and
maximum amounts.
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§§ 992 to 993. Repealed. Pub. L. 87�353, § 3(a), (w),
Oct. 4, 1961, 75 Stat. 773, 774

Section 992, act July 17, 1916, ch. 245, § 32 (par.), as
added May 12, 1933, ch. 25, title II, § 21, 48 Stat. 41;
amended June 16, 1933, ch. 98, title VIII, § 80(a), 48 Stat.
273, related to Government guaranty of interest on
qualified Federal land bank bonds issued during limited
period, use of proceeds of such bonds, limitation on ag-
gregate amount of such bonds, payment of interest by
Government on inability of issuing bank and rights of
Government after such payment.

Section 992a, act Jan. 31, 1934, ch. 7, § 5, 48 Stat. 346,
prohibited any Federal land bank, ninety days after
January 31, 1934, from issuing any bonds under provi-
sions of section 992 of this title, subject to guarantee of
interest on such bonds by United States except for pur-
pose of refinancing any bond which was or had been is-
sued subject to such guarantee of interest.

Section 993, act July 17, 1916, ch. 245, § 32 (par.), as
added May 12, 1933, ch. 25, title II, § 21, 48 Stat. 41, relat-
ed to delivery of bonds issued under section 992 of this
title in payment of certain mortgages.

ORGANIZATION EXPENSES

§ 1001. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, act July 17, 1916, ch. 245, title I, § 33, 39 Stat.
384, appropriated $100,000 for carrying this chapter into
effect.

LIMITATION OF COURT DECISIONS

§ 1011. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, act July 17, 1916, ch. 245, title I, § 34, 39 Stat.
384, set limits on effects of any court decisions respect-
ing validity of provisions of act July 17, 1916, ch. 245, 39
Stat. 360.

AMENDMENTS TO CHAPTER

§ 1012. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, act July 17, 1916, ch. 245, title I, § 35, 39 Stat.
384, reserved to Congress the right to amend, alter, or
repeal former subchapter I or III of this chapter.

SUBCHAPTER II—LOANS TO FARMERS BY
LAND BANK COMMISSIONER

§ 1016. Repealed and Omitted

CODIFICATION

Section (except subsec. (h)), acts May 12, 1933, ch. 25,
title II, § 32, 48 Stat. 48; June 16, 1933, ch. 98, title VIII,
§ 80(a), 48 Stat. 273; Jan. 31, 1934, ch. 7, §§ 9, 10, 48 Stat.
347; June 11, 1934, ch. 446, 48 Stat. 929; May 28, 1935, ch.
150, § 32, 49 Stat. 300; June 3, 1935, ch. 164, § 2, 49 Stat.
313; July 22, 1937, ch. 516, § 2, 50 Stat. 521; Aug. 19, 1937,
ch. 704, §§ 13, 14, 50 Stat. 708; June 16, 1938, ch. 462, § 2,
52 Stat. 709; Feb. 1, 1940, ch. 19, 54 Stat. 19; June 29, 1940,
ch. 441, § 1, 54 Stat. 684; June 3, 1942, ch. 321, 56 Stat. 306;
June 27, 1942, ch. 449, § 2, 56 Stat. 392; June 26, 1943, ch.
146, 57 Stat. 196; June 30, 1944, ch. 329, 58 Stat. 646; June
30, 1945, ch. 204, §§ 11–13, 59 Stat. 269; July 12, 1946, ch.
570, § 1, 60 Stat. 532; June 30, 1947, ch. 166, title II,
§ 206(h), 61 Stat. 208; Aug. 18, 1959, Pub. L. 86–168, title
I, § 104(h), 73 Stat. 387; Oct. 4, 1961, Pub. L. 87–353, § 3(b),
75 Stat. 773, related to general provisions governing
loans to farmers by Land Bank Commission, prior to
repeal by Pub. L. 87–353, § 3(b), Oct. 4, 1961, 75 Stat. 773.

Subsec. (h) provided: ‘‘Any instrument heretofore or
hereafter executed on behalf of the Land Bank Commis-
sioner and/or the Federal Farm Mortgage Corporation
by a Federal land bank, through its duly authorized of-

ficers, shall be conclusively presumed to have been
duly authorized by the Land Bank Commissioner and
the Federal Farm Mortgage Corporation.’’

§§ 1017 to 1019. Repealed. Pub. L. 87�353, § 3(b),
Oct. 4, 1961, 75 Stat. 773

Section 1017, acts May 12, 1933, ch. 25, title II, § 33, 48
Stat. 49; June 16, 1933, ch. 98, title VIII, § 80(a), 48 Stat.
273, authorized Land Bank Commissioner to make rules
and regulations and to appoint, employ and fix com-
pensation of officers, employees, attorneys and agents.

Section 1018, acts May 12, 1933, ch. 25, title II, § 34, 48
Stat. 49; June 16, 1933, ch. 98, title VIII, § 80(a), 48 Stat.
273, related to making available to Land Bank Commis-
sioner of facilities of Federal land banks and Federal
land bank associations.

Section 1019, act May 12, 1933, ch. 25, title II, § 35, 48
Stat. 49, prescribed a penalty of not more than $1,000
fine or six months’ imprisonment or both for false rep-
resentations in obtaining loan.

SUBCHAPTER II–A—FEDERAL FARM
MORTGAGE CORPORATION

§§ 1020 to 1020a�1. Repealed. Pub. L. 87�353,
§ 3(a), (v), Oct. 4, 1961, 75 Stat. 773, 774

Section 1020, act Jan. 31, 1934, ch. 7, § 1, 48 Stat. 344,
provided for establishment of Federal Farm Mortgage
Corporation, and for board of directors, bylaws, regula-
tions and employment of officers and employees.

Section 1020a, act Jan. 31, 1934, ch. 7, § 2, 48 Stat. 345,
related to period of succession of Federal Farm Mort-
gage Corporation, its powers, free use of mails and use
of Government facilities.

Section 1020a–1, act Sept. 21, 1944, ch. 412, title VI,
§ 603, 58 Stat. 741, provided for treatment of capital in-
vestment expenditures as nonadministrative expenses.

ABOLITION OF FEDERAL FARM MORTGAGE CORPORATION

Pub. L. 87–353, §§ 1, 2, Oct. 4, 1961, 75 Stat. 773, abol-
ished Federal Farm Mortgage Corporation established
by the Act of Jan. 31, 1934, 48 Stat. 344, formerly set out
in section 1020 of this title, terminated all powers and
functions of Corporation, transferred all assets owned
by Corporation and all authority of the Corporation re-
lating to collection of notes receivable from Federal
land banks to Secretary of the Treasury, authorized
Federal land bank of appropriate district to execute in
its own name or the name of Corporation any instru-
ment necessary to perfect title to real property (other
than reserved mineral interests) which appeared to be
in Land Bank Commissioner in a particular district or
Corporation, reserved mineral interests of Corporation
which were not disposed of to United States of America
to be administered by Secretary of the Interior, pro-
vided that any moneys collected by Secretary of the
Treasury by virtue of act be deposited in general fund
of the Treasury as miscellaneous receipts and further
provided that no proceeding commenced by or against
the Corporation would abate as the court on motion
filed within twelve months after the date of enactment
of the act (Oct. 4, 1961) could allow the same to be
maintained by or against Secretary of the Treasury.

§§ 1020a�2, 1020a�3. Omitted

CODIFICATION

Section 1020a–2, act June 4, 1956, ch. 355, title IV, 70
Stat. 239, which related to maximum amounts available
for administrative expenses, was from the Department
of Agriculture and Farm Credit Administration Appro-
priation Act, 1957, and was not repeated in subsequent
appropriation acts.

Section 1020a–3, Pub. L. 87–112, title IV, July 26, 1961,
75 Stat. 240, which limited the aggregate amount of
bonds issued and outstanding, was from the Depart-
ment of Agriculture and Related Agencies Appropria-
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tion Act, 1962, and was not repeated in subsequent ap-
propriations acts.

SIMILAR PROVISIONS

Similar provisions to section 1020a–2 of this title were
contained in the following acts:

May 23, 1955, ch. 43, title IV, 69 Stat. 62.
June 29, 1954, ch. 409, title IV, 68 Stat. 317.
July 28, 1953, ch. 251, title II, 67 Stat. 222.
July 5, 1952, ch. 574, title II, 66 Stat. 353.
Aug. 31, 1951, ch. 374, title III, 65 Stat. 245.
Sept. 6, 1950, ch. 896, Ch. VI, title II, 64 Stat. 677.
June 29, 1949, ch. 280, title II, 63 Stat. 346, 347.

Similar provisions to section 1020a–3 of this title were
contained in the following acts:

June 29, 1960, Pub. L. 86–532, title III, 74 Stat. 244.
July 8, 1959, Pub. L. 86–80, title III, 73 Stat. 179.
June 13, 1958, Pub. L. 85–459, title III, 72 Stat. 199.
Aug. 2, 1957, Pub. L. 85–118, title IV, 71 Stat. 339.

§§ 1020b, 1020c. Repealed. Pub. L. 87�353, § 3(a),
Oct. 4, 1961, 75 Stat. 773

Section 1020b, acts Jan. 31, 1934, ch. 7, § 3, 48 Stat. 345;
June 25, 1940, ch. 427, § 4, 54 Stat. 573; June 30, 1945, ch.
204, § 14, 59 Stat. 269; July 12, 1946, ch. 570, § 2, 60 Stat.
532, prescribed the capital of the Federal Farm Mort-
gage Corporation to be in the sum of $200,000,000 and
provided for subscription by the United States and re-
payment by the Corporation.

Section 1020c, acts Jan. 31, 1934, ch. 7, § 4(a), 48 Stat.
345; Apr. 27, 1934, ch. 168, § 14, 48 Stat. 647, authorized
the issuance of bonds not exceeding $2,000,000,000 at any
one time and provided for purchase and sale by United
States and exchange of such bonds for consolidated
farm loan bonds.

§ 1020c�1. Omitted

CODIFICATION

Section, act June 4, 1956, ch. 355, title IV, 70 Stat. 240,
which limited the aggregate amount of bonds issued
and outstanding, was from the Department of Agri-
culture and Farm Credit Administration Appropriation
Act, 1957, and was not repeated in subsequent appro-
priation acts.

SIMILAR PROVISIONS

Similar provisions to section 1020c–1 of this title were
contained in the following acts:

May 23, 1955, ch. 43, title IV, 69 Stat. 62.
June 29, 1954, ch. 409, title IV, 68 Stat. 318.
July 28, 1953, ch. 251, title II, 67 Stat. 222.
July 5, 1952, ch. 574, title II, 66 Stat. 353.
Aug. 31, 1951, ch. 374, title III, 65 Stat. 244.
Sept. 6, 1950, ch. 896, Ch. VI, title II, 64 Stat. 678.
June 29, 1949, ch. 280, title II, 63 Stat. 347.
June 30, 1948, ch. 773, title II, 62 Stat. 1191.

§§ 1020d to 1020h. Repealed. Pub. L. 87�353, § 3(a),
Oct. 4, 1961, 75 Stat. 773

Section 1020d, acts Jan. 31, 1934, ch. 7, § 4(b), 48 Stat.
346; Aug. 19, 1937, ch. 704, §§ 2, 4, 50 Stat. 703; June 30,
1945, ch. 204, § 15, 59 Stat. 269, provided for the purchase
of consolidated farm loan bonds, loans to Federal and
joint-stock land banks, investment in mortgages, ex-
tensions, and sale and assignment of notes and mort-
gages.

Section 1020e, act Jan. 31, 1934, ch. 7, § 4(c), 48 Stat.
346, related to preparation of bonds.

Section 1020f, acts Jan. 31, 1934, ch. 7, § 12, 48 Stat. 347;
Feb. 26, 1934, ch. 33, 48 Stat. 360, provided for exemp-
tions from taxation.

Sections 1020g, 1020h, act Jan. 31, 1934, ch. 7, §§ 17, 18,
48 Stat. 348, 349, related to the severability clause and
reservation of right to amend, and short title, respec-
tively.

SUBCHAPTER II–B—LOANS TO FARMERS
BY GOVERNOR OF FARM CREDIT ADMIN-
ISTRATION

§§ 1020i to 1020n. Repealed. Aug. 14, 1946, ch. 964,
§ 2(a)(2), 60 Stat. 1062

Sections 1020i to 1020n, act Jan. 29, 1937, ch. 7, §§ 1–6,
50 Stat. 5, provided for loans to farmers by the Gov-
ernor of the Farm Credit Administration for production
and harvesting of crops, feed for livestock and other re-
lated purposes.

§ 1020n�1. Omitted

CODIFICATION

Section, acts June 30, 1939, ch. 253, title II, 53 Stat.
979; June 25, 1940, ch. 421, 54 Stat. 569; July 1, 1941, ch.
267, 55 Stat. 444; July 22, 1942, ch. 516, 56 Stat. 701, relat-
ed to the personal liability of Federal employees ap-
proving loans fraudulently obtained under sections
1020i to 1020n and 1020o of this title, which were re-
pealed by act Aug. 14, 1946, ch. 964, § 2(a)(2), 60 Stat.
1062.

§ 1020o. Repealed. Aug. 14, 1946, ch. 964, § 2(a)(2),
60 Stat. 1062

Section, act Jan. 29, 1937, ch. 7, § 7, 50 Stat. 7, related
to appropriations and expenditures for loans under sec-
tions 1020i to 1020n of this title.

SUBCHAPTER III—FEDERAL
INTERMEDIATE CREDIT BANKS

CODIFICATION

Provisions of this subchapter concerning Federal in-
termediate credit banks constituted title II of the Fed-
eral Farm Loan Act, act July 17, 1916, ch. 245, 39 Stat.
360, as added to that act by act Mar. 4, 1923, ch. 252,
title I, 42 Stat. 1454. The Federal Farm Loan Act was
repealed by Pub. L. 92–181, title V, § 5.26(a), Dec. 10, 1971,
85 Stat. 624.

This subchapter formerly constituted chapter 8 of
this title.

ORGANIZATION

§§ 1021 to 1023. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 1021, act July 17, 1916, ch. 245, title II, § 201(a),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1454;
amended Ex. Ord. No. 6084, Mar. 27, 1933, authorized the
Farm Credit Administration to grant charters for 12 in-
termediate credit banks. See section 2071 of this title.

Section 1022, act July 17, 1916, ch. 245, title II, § 201 (b),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1454;
amended June 16, 1933, ch. 98, title VII, § 76(a), 48 Stat.
271; Aug. 19, 1937, ch. 704, § 10, 50 Stat. 707; July 26, 1956,
ch. 741, title I, § 104(a), 70 Stat. 663, covered the loca-
tion, directors, officers, employees, and by-laws of in-
termediate credit banks. See section 2072 of this title.

Section 1023, act July 17, 1916, ch. 245, title II, § 201(c),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1454;
amended Aug. 19, 1937, ch. 704, § 26, 50 Stat. 715, set out
the corporate powers of intermediate credit banks. See
section 2072 of this title.

§ 1023a. Omitted

CODIFICATION

Section, Pub. L. 85–459, title III, June 13, 1958, 72 Stat.
199, which related to availability of funds for adminis-
trative expenses, was from the Department of Agri-
culture and Farm Credit Administration Appropriation
Act, 1959, and was not repeated in subsequent appro-
priation acts.

SIMILAR PROVISIONS

Similar provisions were contained in the following
prior appropriation acts:
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Aug. 2, 1957, Pub. L. 85–118, title IV, 71 Stat. 339.
June 4, 1956, ch. 355, title IV, 70 Stat. 240.
May 23, 1955, ch. 43, title IV, 69 Stat. 62.
June 29, 1954, ch. 409, title IV, 68 Stat. 318.
July 28, 1953, ch. 251, title II, 67 Stat. 222.
July 5, 1952, ch. 574, title II, 66 Stat. 353.
Aug. 31, 1951, ch. 374, title III, 65 Stat. 244.
Sept. 6, 1950, ch. 896, Ch. VI, title II, 64 Stat. 678.
June 29, 1949, ch. 280, title II, 63 Stat. 346, 347.

§§ 1023b to 1027. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 1023b, act July 26, 1956, ch. 741, title II,
§ 201(b), 70 Stat. 667, provided for utilization of funds for
administrative expenses of intermediate credit banks.

Section 1024, act July 17, 1916, ch. 245, title II, § 201(d),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1454,
authorized intermediate credit banks to serve as fiscal
agents for the United States.

Section 1025, act July 17, 1916, ch. 245, title II, § 201(e),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1454;
amended Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 18, 1959,
Pub. L. 86–168, title I, § 104(h), 73 Stat. 387, covered in-
solvency and receivership of intermediate credit banks.

Section 1026, act July 17, 1916, ch. 245, title II, § 201(f),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1454;
amended Ex. Ord. No. 6084, Mar. 27, 1933, provided for
grant of charters to intermediate credit banks upon ap-
plication in form prescribed by Farm Credit Adminis-
tration.

Section 1027, act July 26, 1956, ch. 741, title I, § 101(a)
to (c), 70 Stat. 659, covered merger of production credit
corporations in Federal intermediate credit banks.

Section 1027 note, act July 26, 1956, ch. 741, § 2, 70 Stat.
659, set out a Congressional declaration of policy to be
followed in construing provisions of act July 26, 1956.

DISCOUNTS AND LOANS

§§ 1031 to 1033. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 1031, act July 17, 1916, ch. 245, title II, § 202(a),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1455;
amended Mar. 4, 1925, ch. 524, § 7, 43 Stat. 1264; June 26,
1930, ch. 616, § 1, 46 Stat. 816; May 19, 1932, ch. 191, § 1, 47
Stat. 159; June 16, 1933, ch. 98, title VII, § 76(b), (c), 48
Stat. 271; Ex. Ord. No. 6084, Mar. 27, 1933; June 3, 1935,
ch. 164, § 5(a), (b), 49 Stat. 315; July 26, 1956, ch. 741, title
I, § 104(b), 70 Stat. 663; Oct. 4, 1965, Pub. L. 89–237, § 1(a),
79 Stat. 922; Aug. 2, 1966, Pub. L. 89–525, § 3(a), 80 Stat.
334, set out lending powers of intermediate credit
banks. See section 2074 of this title.

Section 1032, act July 17, 1916, ch. 245, title II, § 202(b),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1455,
placed a limitation on amount of purchases by inter-
mediate credit banks for national banks, State banks,
trust companies, or saving institutions.

Section 1033, act July 17, 1916, ch. 245, title II, § 202(c),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1455;
amended June 26, 1930, ch. 616, § 2, 46 Stat. 816; July 26,
1956, ch. 741, title I, § 104(c), 70 Stat. 664; Aug. 18, 1959,
Pub. L. 86–168, title I, § 104(f), 73 Stat. 386; Oct. 3, 1961,
Pub. L. 87–343, § 1(b), 75 Stat. 758, covered maturity,
sale, and purchase of loans, advances, and discounts of
intermediate credit banks.

§ 1034. Repealed. June 3, 1935, ch. 164, § 5(c), 49
Stat. 315

Section, act July 17, 1916, ch. 245, title II, § 202(d), as
added act Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1456,
related to interest and discount charges and rediscount
of paper of other intermediate credit banks.

ISSUE OF DEBENTURES

§§ 1040 to 1045. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 1040, act Aug. 19, 1937, ch. 704, § 39, 50 Stat.
718, defined ‘‘debenture’’ and ‘‘debentures’’ as used in

purchase, sale, or use as security of debentures issued
by or for benefit of intermediate credit banks.

Section 1041, act July 17, 1916, ch. 245, title II, § 203(a),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1456;
amended Ex. Ord. No. 6084, Mar. 27, 1933; June 3, 1935,
ch. 164, § 6(a), 49 Stat. 315; Aug. 19, 1937, ch. 704, § 27, 50
Stat. 715; July 26, 1956, ch. 741, title I, § 104(f), 70 Stat.
664; Oct. 4, 1965. Pub. L. 89–237, § 1(b), 79 Stat. 922; June
18, 1968, Pub. L. 90–345, § 1(a), 82 Stat. 182, empowered in-
termediate credit banks to borrow money and issue and
sell collateral trust debentures. See section 2074 of this
title.

Section 1042, act July 17, 1916, ch. 245, title II, § 203(b),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1456;
amended Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 19, 1937,
ch. 704, § 28, 50 Stat. 715; Sept. 20, 1966, Pub. L. 89–595, 80
Stat. 821, directed Farm Credit Administration to pre-
scribe rules and regulations governing collateral and
handling thereof and to fix interest rates.

Section 1043, act July 17, 1916, ch. 245, title II, § 203(c),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1456;
amended Ex. Ord. No. 6084, Mar. 27, 1933, prohibited as-
sumption of liability on debentures or other obligations
issued pursuant to former section 1041 of this title by
the United States.

Section 1044, act July 17, 1916, ch. 245, title II, § 203(d),
as added June 3, 1935, ch. 164, § 6(b), 49 Stat. 315; amend-
ed July 26, 1956, ch. 741, title I, § 104(f), 70 Stat. 664, au-
thorized intermediate credit banks to issue and sell
consolidated debentures or other similar obligations.

Section 1045, act July 17, 1916, ch. 245, title II, § 203(e),
as added June 3, 1935, ch. 164, § 6(b), 49 Stat. 316; amend-
ed July 26, 1956, ch. 741, title I, § 104(f), 70 Stat. 664, cov-
ered investment of fiduciary and trust funds in deben-
tures and other similar obligations of intermediate
credit banks and security for public deposits.

DISCOUNT RATES

§§ 1051 to 1053. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 1051, act July 17, 1916, ch. 245, title II, § 204(a),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1456;
amended Mar. 4, 1925, ch. 524, § 2, 43 Stat. 1262; Ex. Ord.
No. 6084, Mar. 27, 1933; June 3, 1935, ch. 164, § 7, 49 Stat.
316; July 26, 1956, ch. 741, title I, § 104(d), 70 Stat. 664,
provided for discount rates to be charged by intermedi-
ate credit banks. See section 2075 of this title.

Section 1052, act July 17, 1916, ch. 245, title II, § 204(b),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1456;
amended Ex. Ord. No. 6084, Mar. 27, 1933, placed a limi-
tation on interest rate charged original borrower on
paper discounted with bank.

Section 1053, act July 17, 1916, ch. 245, title II, § 204(c),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1456;
amended Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 19, 1937,
ch. 704, § 29, 50 Stat. 715, covered purchases by inter-
mediate credit banks of debentures or other similar ob-
ligations issued by or for benefit of such bank or other
intermediate credit banks.

CAPITAL STOCK AND PARTICIPATION
CERTIFICATES

§§ 1061, 1062. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 1061, act July 17, 1916, ch. 245, title II, § 205, as
added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1457;
amended May 19, 1932, ch. 191, § 2, 47 Stat. 159; Ex. Ord.
No. 6084, Mar. 27, 1933; Jan. 31, 1934, ch. 7, § 15(b), (c), 48
Stat. 348; July 26, 1956, ch. 741, title I, § 102, 70 Stat. 660;
Oct. 4, 1965, Pub. L. 89–237, § 1(c), 79 Stat. 922; June 18,
1968, Pub. L. 90–345, § 1(b), 82 Stat. 183; Oct. 17, 1968, Pub.
L. 90–582, § 1, 82 Stat. 1145, provided for classes of stock,
ownership, dividends, retirement of stock, liens, and
participation certificates of intermediate credit banks.
See section 2073 of this title.

Section 1062, act July 17, 1916, ch. 245, title II, § 206(a),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1457;
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amended Mar. 4, 1925, ch. 524, § 1, 43 Stat. 1262, provided
for salaries and expenses of Federal Farm Loan Bureau
and for assessments against banks for proportionate
share of expense.

APPLICATION OF EARNINGS

§ 1072. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, act July 17, 1916, ch. 245, title II, § 206(b), as
added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1457;
amended Mar. 4, 1925, ch. 524, § 1, 43 Stat. 1262; May 19,
1932, ch. 191, § 3, 47 Stat. 1459; Aug. 19, 1937, ch. 704, § 30,
50 Stat. 715; July 26, 1956, ch. 741, title I, § 103, 70 Stat.
662; Oct. 4, 1965, Pub. L. 89–237, § 1(d), 79 Stat. 923; June
18, 1968, Pub. L. 90–345, § 1(c), 82 Stat. 183, provided for
application of net earnings of intermediate credit
banks. See section 2077 of this title.

LIABILITY ON DEBENTURES OR OTHER SUCH
OBLIGATIONS

§ 1081. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, act July 17, 1916, ch. 245, title II, § 207, as
added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1458;
amended May 19, 1932, ch. 191, § 4, 47 Stat. 159; Ex. Ord.
No. 6084, Mar. 27, 1933, covered liability of intermediate
credit banks on debentures or other such obligations.
See section 2074 of this title.

EXAMINATIONS AND REPORTS

§§ 1091 to 1095. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 1091, act July 17, 1916, ch. 245, title II, § 208(a),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1458;
amended Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 19, 1937,
ch. 704, § 20, 50 Stat. 710, authorized Comptroller of the
Currency to furnish reports of condition of banks and
other lending institutions rediscounting with inter-
mediate credit banks and covered examinations and
audit of credit banks.

Section 1092, act July 17, 1916, ch. 245, title II, § 208(b),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1458;
amended Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 2, 1966,
Pub. L. 89–525, § 3(b), 80 Stat. 334, authorized Farm Cred-
it Administration to require reports from intermediate
credit banks.

Section 1093, act July 17, 1916, ch. 245, title II, § 208(c),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1458;
amended Ex. Ord. No. 6084, Mar. 27, 1933; Aug. 19, 1937,
ch. 704, § 20, 50 Stat. 710; Aug. 18, 1959, Pub. L. 86–168,
title I, § 104(g), 73 Stat. 387, covered investigations and
reports by farm credit appraisers and examiners.

Section 1094, act July 17, 1916, ch. 245, title II, § 208(d),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1458;
amended Ex. Ord. No. 6084, Mar. 27, 1933, authorized as-
sessment of cost of investigations and examination
against organization investigated.

Section 1095, act July 17, 1916, ch. 245, title II, § 208(e),
as added June 3, 1935, ch. 164, § 8, 49 Stat. 316; amended
Aug. 23, 1935, ch. 614, § 203(a), 49 Stat. 704; Aug. 19, 1937,
ch. 704, § 31, 50 Stat. 716, provided for reports on condi-
tion of institutions receiving loans or deposits.

RULES AND REGULATIONS

§ 1101. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, act July 17, 1916, ch. 245, title II, § 209, as
added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1459;
amended Ex. Ord. No. 6084, Mar. 27, 1933, authorized pro-
mulgation of rules and regulations by Farm Credit Ad-
ministration covering operation of intermediate credit
banks.

TAX EXEMPTION

§ 1111. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, act July 17, 1916, ch. 245, title II, § 210, as
added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1459, set
out a tax exemption for capital and income of inter-
mediate credit banks and provided that their deben-
tures be deemed instrumentalities of the government.
See section 2079 of this title.

PENALTY PROVISIONS

§§ 1121 to 1128. Repealed. June 25, 1948, ch. 645,
§ 21, 62 Stat. 862, eff. Sept. 1, 1948

Section 1121, act July 17, 1916, ch. 245, title II, § 211(a),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1459,
related to offenses by officers, employees, or agents.
See sections 657 and 1006 of Title 18, Crimes and Crimi-
nal Procedure.

Section 1122, act July 17, 1916, ch. 245, title II, § 211(b),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1459,
related to false statements to banks. See section 1014 of
Title 18.

Section 1123, act July 17, 1916, ch. 245, title II, § 211(c),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1459,
related to overvaluation of property for loan purposes.
See section 1014 of Title 18.

Section 1124, act July 17, 1916, ch. 245, title II, § 211(d),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1459,
related to offenses by examiners. See sections 213, 1907,
and 1909 of Title 18.

Section 1125, act July 17, 1916, ch. 245, title II, § 211(e),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1459,
related to offenses by officers, employees, and agents.
See section 215 of Title 18.

Section 1126, act July 17, 1916, ch. 245, title II, § 211(f),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1459,
related to forgery and counterfeiting offenses. See sec-
tion 493 of Title 18.

Section 1127, act July 17, 1916, ch. 245, title II, § 211(g),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1459,
related to false representations as to debentures, etc.,
of banks. See section 1013 of Title 18.

Section 1128, act July 17, 1916, ch. 245, title II, § 211(h),
as added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1459,
related to use of words ‘‘Federal intermediate credit
bank’’. See section 709 of Title 18.

§ 1129. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, act July 17, 1916, ch. 245, title II, § 212, as
added Mar. 4, 1923, ch. 252, title I, § 2, 42 Stat. 1461, pro-
hibited unauthorized charging of fees or commissions
by intermediate credit banks.

SUBCHAPTER IV—PRODUCTION CREDIT
ASSOCIATIONS

§ 1131. Repealed. Pub. L. 89�554, § 8(a), Sept. 6,
1966, 80 Stat. 648

Section, acts June 16, 1933, ch. 98, title I, § 2, 48 Stat.
257; Aug. 19, 1937, ch. 704, § 11, 50 Stat. 708, provided for
establishment of twelve Production Credit Corpora-
tions, their locations and officers.

§ 1131a. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, act June 16, 1933, ch. 98, title I, § 3, 48 Stat.
257, provided for the granting of a charter to the Pro-
duction Credit Corporation, and authorized the direc-
tors to adopt by-laws. Section 3 of act June 16, 1933, was
amended by act July 26, 1956, ch. 741, title I, § 105(b), 70
Stat. 665, to eliminate provisions relating to the Pro-
duction Credit Corporation. Section 3 of act June 16,
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1933, was classified in its entirety to section 1134a of
this title.

§ 1131a�1. Omitted

CODIFICATION

Section, act June 4, 1956, ch. 355, title IV, 70 Stat. 240,
which related to availability of funds for administra-
tive expenses, was from the Department of Agriculture
and Farm Credit Administration Appropriation Act,
1957, and was not repeated in subsequent appropriation
acts.

SIMILAR PROVISIONS

Similar provisions were contained in the following
prior appropriation acts:

May 23, 1955, ch. 43, title IV, 69 Stat. 62.
June 29, 1954, ch. 409, title IV, 68 Stat. 318.
July 28, 1953, ch. 251, title II, 67 Stat. 222.
July 5, 1952, ch. 574, title II, 66 Stat. 353.
Aug. 31, 1951, ch. 374, title III, 65 Stat. 244.
Sept. 6, 1950, ch. 896, Ch. VI, title II, 64 Stat. 678.
June 29, 1949, ch. 280, title II, 63 Stat. 346, 347.

§ 1131b. Repealed. July 26, 1956, ch. 741, title I,
§ 105(c), 70 Stat. 665

Section, act June 16, 1933, ch. 98, title I, § 4, 48 Stat.
257, provided for capital stock of Production Credit
Corporations, value of shares, amount and subscription
for initial stock, and payments for stock subscribed on
behalf of the United States.

§ 1131c. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, acts June 16, 1933, ch. 98, title I, § 6, 48 Stat.
259; Aug. 6, 1953, ch. 335, § 11, 67 Stat. 395; July 26, 1956,
ch. 741, title I, § 105(e), 70 Stat. 665; Oct. 17, 1968, Pub. L.
90–582, § 2(a), 82 Stat. 1145, covered purchase of stock of
production credit associations and payment, retire-
ment, and cancellation of stock. See section 2094 of this
title.

PRODUCTION CREDIT ASSOCIATIONS

§§ 1131d to 1131g. Repealed. Pub. L. 92�181, title
V, § 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 1131d, acts June 16, 1933, ch. 98, title II, § 20,
48 Stat. 259; July 26, 1956, ch. 741, title I, § 105(f), 70 Stat.
665, authorized organization of production credit asso-
ciations and provided for charters, bylaws, powers of
governor, and other powers of such associations. See
section 2093 of this title.

Section 1131e, acts June 16, 1933, ch. 98, title II, § 21,
48 Stat. 260; Aug. 11, 1955, ch. 785, title II, § 201, 69 Stat.
663; July 26, 1956, ch. 741, title I, § 105(g), 70 Stat. 665,
provided for capital stock of production credit associa-
tions and its value, classes, voting rights, limitations
on transfer, exchange, and dividends. See section 2094 of
this title.

Section 1131e–1, acts Aug. 6, 1953, ch. 335, § 16, 67 Stat.
399; July 26, 1956, ch. 741, title I, § 107(b), 70 Stat. 666;
Oct. 17, 1968, Pub. L. 90–582, § 2(b), 82 Stat. 1145, provided
for issuance of class C stock for production credit asso-
ciations and conditions, privileges, restrictions, limita-
tions, and qualifications placed on such stock.

Section 1131f, acts June 16, 1933, ch. 98, title II, § 22, 48
Stat. 261; Aug. 11, 1955, ch. 785, title II, § 202, 69 Stat. 663;
July 26, 1956, ch. 741, title I, § 105(h), 70 Stat. 665; Oct.
3, 1961, Pub. L. 87–343, § 2(2), 75 Stat. 758; Oct. 4, 1965,
Pub. L. 89–237, § 2(a), 78 Stat. 924, covered application of
earnings of production credit associations and restora-
tion of capital, impairment, surplus account, distribu-
tion of earnings, and allocation on a patronage basis.
See section 2095 of this title.

Section 1131g, acts June 16, 1933, ch. 98, title II, § 23,
48 Stat. 261; Aug. 11, 1955, ch. 785, title II, § 204, 69 Stat.
663; July 26, 1956, ch. 741, title I, § 105(i), 70 Stat. 665;

Oct. 4, 1965, Pub. L. 89–237, § 2(b), 79 Stat. 924; Dec. 15,
1967, Pub. L. 90–204, § 3(a), 81 Stat. 612; June 18, 1968,
Pub. L. 90–345, § 2, 82 Stat. 183, authorized loans to farm-
ers by production credit associations, terms and condi-
tions, rates of interest, security, limitations on indebt-
edness, ownership of stock, and investments in equity
reserve. See section 2096 of this title.

§ 1131g�1. Repealed. July 26, 1956, ch. 741, title I,
§ 105(q), 70 Stat. 666

Section, act June 16, 1933, ch. 98, title VIII, § 86a, as
added June 27, 1934, ch. 847, title V, § 504, 48 Stat. 1263,
which was formerly designated section 1131gg of this
title, authorized production credit associations to
make loans to farmers for home alterations, repairs
and improvements without purchase of class B stock,
and permitted associations to sell, discount, assign, or
otherwise dispose of such loans.

§§ 1131g�2, 1131h. Repealed. Pub. L. 92�181, title
V, § 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 1131g–2, acts June 18, 1934, ch. 574, 48 Stat. 983;
June 3, 1935, ch. 164, § 17(c), 49 Stat. 318, provided for
loans to oyster planters and purchase and discount of
paper by intermediate credit banks.

Section 1131h, act June 16, 1933, ch. 98, title II, § 24, 48
Stat. 261, covered borrowing from and rediscounting
paper with intermediate credit banks and limitations
on power to borrow from or rediscount paper with other
institutions.

REVOLVING FUND

§ 1131i. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, acts June 16, 1933, ch. 98, title I, § 5, 48 Stat.
258; Jan. 31, 1934, ch. 7, §§ 14, 15(a), 48 Stat. 348; July 26,
1956, ch. 741, title I, § 105(d), 70 Stat. 665; Oct. 3, 1961,
Pub. L. 87–343, § 2(1), 75 Stat. 758, provided for a revolv-
ing fund for investment in production credit associa-
tion and intermediate credit banks. See Revolving
Funds note under section 2152 of this title.

§ 1131j. Transferred

CODIFICATION

Section, acts June 18, 1934, ch. 574, 48 Stat. 983; June
3, 1935, ch. 164, § 17(c), 49 Stat. 318, transferred to section
1131g–2 of this title.

SUBCHAPTER V—REGIONAL BANKS FOR
COOPERATIVES AND CENTRAL BANK FOR
COOPERATIVES

REGIONAL BANKS

§§ 1134 to 1134e. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 1134, acts June 16, 1933, ch. 98 title I, § 2, 48
Stat. 257; Aug. 19, 1937, ch. 704, § 11, 50 Stat. 708; July 26,
1956, ch. 741, title I, § 105(a), 70 Stat. 664, authorized cre-
ation of regional banks for cooperatives and establish-
ment of boards of directors of such banks. See section
2121 of this title.

Section 1134a, acts June 16, 1933, ch. 98, title I, § 3, 48
Stat. 257; July 26, 1956, ch. 741, title I, § 105(b), 70 Stat.
665, provided for charters and bylaws for banks for co-
operatives. See section 2121 of this title.

Section 1134b, act June 16, 1933, ch. 98, title IV, § 40,
48 Stat. 264, provided for capital stock of banks for co-
operatives and its amounts, value, and payments. See
section 2124 of this title.

Section 1134c, acts June 16, 1933, ch. 98, title IV, § 41,
48 Stat. 264; June 3, 1935, ch. 164, § 14, 49 Stat. 317; Aug.
19, 1937, ch. 704, § 36, 50 Stat. 717; Oct. 31, 1949, ch. 792,
title IV, § 417(a), 63 Stat. 1058; Aug. 11, 1955, ch. 785, title
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I, § 107, 69 Stat. 662; July 26, 1956, ch. 741, title I, § 105(k),
70 Stat. 665; Aug. 2, 1966, Pub. L. 89–525, § 4(a), 80 Stat.
334; Dec. 15, 1967, Pub. L. 90–204, § 3(b), 81 Stat. 612, cov-
ered lending powers of banks for cooperatives. See sec-
tion 2122 of this title.

Section 1134d, acts June 16, 1933, ch. 98, title IV, § 42,
48 Stat. 264; Aug. 6, 1953, ch. 335, § 13, 67 Stat. 396; Aug.
11, 1955, ch. 785, title I, § 101, 69 Stat. 655, provided for
stock of banks for cooperatives. See section 2124 of this
title.

Section 1134e, acts June 16, 1933, ch. 98, title IV, § 43,
48 Stat. 265; Oct. 17, 1968, Pub. L. 90–582, § 3, 82 Stat. 1145,
provided for retirement of stock in banks for coopera-
tives held by the government. See section 2126 of this
title.

CENTRAL BANK

§§ 1134f to 1134m. Repealed. Pub. L. 92�181, title
V, § 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 1134f, act June 16, 1933, ch. 98, title III, § 30, 48
Stat. 261, authorized the creation of a central bank for
cooperatives. See section 2121 of this title.

Section 1134g, acts June 16, 1933, ch. 98, title III, § 31,
48 Stat. 262; Aug. 11, 1955, ch. 785, title I, § 104, 69 Stat.
659; June 11, 1960, Pub. L. 86–503, § 1 (part), 74 Stat. 197,
provided for a board of directors for central bank for
cooperatives. See section 2123 of this title.

Section 1134h, acts June 16, 1933, ch. 98, title III, § 32,
48 Stat. 262; Aug. 11, 1955, ch. 785, title I, § 105, 69 Stat.
661, set out powers of board of directors for central
bank for cooperative. See section 2123 of this title.

Section 1134i, acts June 16, 1933, ch. 98, title III, § 33,
48 Stat. 262; Aug. 11, 1955, ch. 785, title I, § 108(a), 69
Stat. 662, provided for capital stock of central bank for
cooperatives. See section 2124 of this title.

Section 1134j, acts June 16, 1933, ch. 98, title III, §§ 34,
38, 48 Stat. 262, 264; June 3, 1935, ch. 164, § 13, 49 Stat. 317;
Aug. 19, 1937, ch. 704, § 35, 50 Stat. 716; Oct. 31, 1949, ch.
792, title IV, § 417(b), 63 Stat. 1059; Aug. 11, 1955, ch. 785,
title I, §§ 106, 108(b), 69 Stat. 661, 662; July 26, 1956, ch.
741, title I, § 105(j), 70 Stat. 665; Aug. 2, 1966, Pub. L.
89–525, § 4(a), 80 Stat. 334; Dec. 15, 1967, Pub. L. 90–204,
§ 3(b), 81 Stat. 612, authorized central bank to make
loans and provided for prevention of duplication of ef-
fort on part of central bank and banks for cooperatives.
See section 2122 of this title.

Section 1134k, acts June 16, 1933, ch. 98, title III, § 35,
48 Stat. 263; June 3, 1935, ch. 164, § 15, 49 Stat. 318; Aug.
11, 1955, ch. 785, title I, § 102, 69 Stat. 658, made regional
bank stock provisions applicable to ownership of stock
by central bank borrowers and provided for payments
for such stock. See section 2130 of this title.

Section 1134l, acts June 16, 1933, ch. 98, title III, § 36,
48 Stat. 263; Aug. 6, 1953, ch. 335, § 12, 67 Stat. 395; Aug.
11, 1955, ch. 785, title I, § 103(a), 69 Stat. 658; Oct. 3, 1961,
Pub. L. 87–343, § 2(3), 75 Stat. 758; Aug. 31, 1964, Pub. L.
88–528, 78 Stat. 736, provided for disposition of earnings
and maintenance of reserves of central bank. See sec-
tion 2132 of this title.

Section 1134m, acts June 16, 1933, ch. 98, title III, § 37,
48 Stat. 263; Aug. 23, 1954, ch. 834, § 1, 68 Stat. 770, cov-
ered debentures, amount of such debentures, security,
preparation, and issuance of such debentures, and con-
solidated debentures of central and regional banks for
cooperatives. See section 2153 of this title.

SUBCHAPTER VI—PROVISIONS COMMON TO
PRODUCTION CREDIT ASSOCIATIONS,
AND REGIONAL AND CENTRAL BANKS
FOR COOPERATIVES

§§ 1138 to 1138c. Repealed. Pub. L. 92�181, title V,
§ 5.26(a), Dec. 10, 1971, 85 Stat. 624

Section 1138, acts June 16, 1933, ch. 98, title VI, § 60, 48
Stat. 266; Aug. 19, 1937, ch. 704, § 5(a), 50 Stat. 704; July
26, 1956, ch. 741, title I, § 105(l), 70 Stat. 666, set out gen-
eral corporate powers common to banks for coopera-

tives and production credit associations. See sections
2093 and 2122 of this title.

Section 1138a, acts June 16, 1933, ch. 98, title VI, § 61,
48 Stat. 267; July 26, 1956, ch. 741, title I, § 105(m), 70
Stat. 666, provided for examination of parts of farm
credit system by examiners of Farm Credit Administra-
tion. See section 2254 of this title.

Section 1138b, acts June 16, 1933, ch. 98, title VI, § 62,
48 Stat. 267; Jan. 31, 1934, ch. 7, § 11, 48 Stat. 347; July
26, 1956, ch. 741, title I, § 105(n), 70 Stat. 666; Oct. 4, 1961,
Pub. L. 87–353, § 3(j), 75 Stat. 774, gave designated parts
of farm credit system authority to act as fiscal agents
of United States.

Section 1138c, acts June 16, 1933, ch. 98, title VI, § 63,
48 Stat. 267, Aug. 11, 1955, ch. 785, title II, § 205, 69 Stat.
663; July 26, 1956, ch. 741, title I, § 105(o), 70 Stat. 666,
provided that obligations of banks for cooperatives and
production credit associations be deemed instrumental-
ities of United States and provided for termination of
tax exemption after retirement of government-owned
stock. See sections 2098 and 2134 of this title.

§ 1138d. Repealed. June 25, 1948, ch. 645, § 21, 62
Stat. 862, eff. Sept. 1, 1948

Section, acts June 16, 1933, ch. 98, title VI, § 64, 48
Stat. 267; Jan. 31, 1934, ch. 7, § 13, 48 Stat. 347, related to
offenses and penalties. See sections 371, 433, 493, 657, 658,
1006, and 1014 of Title 18, Crimes and Criminal Proce-
dure.

§ 1138e. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, acts June 16, 1933, ch. 98, title VI, § 65, 48
Stat. 269; Aug. 11, 1955, ch. 785, title I, § 110(a), 69 Stat.
662; July 26, 1956, ch. 741, title I, § 105(p), 70 Stat. 666,
provided for receivership and voluntary liquidation for
production credit associations and banks for coopera-
tives. See section 2183 of this title.

§ 1138f. Repealed. Aug. 11, 1955, ch. 785, title I,
§ 110(b), 69 Stat. 662

Section, acts June 16, 1938, ch. 98, title VI, § 66, 48
Stat. 269; Oct. 28, 1949, ch. 782, title XII, § 1201, 63 Stat.
972; Oct. 24, 1951, ch. 554, § 3, 65 Stat. 614; June 28, 1955,
ch. 189, § 5, 69 Stat. 178, limited to $14,620 per annum
compensation which could be paid directors, officers, or
employees of banks for cooperatives, production credit
corporations, and production credit associations.

EFFECTIVE DATE OF REPEAL

Repeal effective on first day of month next following
120 days after Aug. 11, 1955, see section 112 of act Aug.
11, 1955.

CHAPTER 7A�AGRICULTURAL MARKETING

Sec.
1141. Declaration of policy; effective merchandis-

ing of agricultural commodities; specula-
tion; cooperative marketing; surpluses; ad-
ministration of chapter.

1141a. Repealed.
1141b. General powers of Farm Credit Administra-

tion.
1141c. Special powers of administration.
1141d. Revolving fund.
1141d–1. Interest rates on loans made from revolving

fund.
1141e. Loans to cooperative associations.
1141f. Miscellaneous loan provisions.
1141g. Omitted.
1141h. Avoidance of duplication; cooperation with

other governmental establishments; obtain-
ing information and data; cooperation with
States, Territories, and agencies or subdivi-
sions thereof; indicating research problems;
transfer of offices, functions, etc.
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Sec.
1141i. Examination of books and accounts.
1141j. Miscellaneous provisions.

(a) ‘‘Cooperative association’’ defined.
(b) Speculation prohibited.
(c) Confidential information; disclosure

prohibited.
(d) Governmental publications; pre-

dictions as to cotton prices prohib-
ited.

(e) Separability clause.
(f) Citation of chapter.
(g) ‘‘Agricultural commodity’’ defined.

CODIFICATION

This chapter contains the Agricultural Marketing
Act, approved June 15, 1929.

In view of the amendments to the Agricultural Mar-
keting Act made by the Farm Credit Act of 1933, ap-
proved June 16, 1933, and by the Farm Credit Act of
1935, approved June 3, 1935, and of the transfer of its ad-
ministration to the Governor of the Farm Credit Ad-
ministration by Executive Order No. 6084, set out pre-
ceding section 2241 of this title, the provisions of the
Agricultural Marketing Act, as amended, have been
transferred to this chapter from Title 7, Agriculture.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in section 1150a of this
title; title 15 sections 78l, 632.

§ 1141. Declaration of policy; effective mer-
chandising of agricultural commodities; spec-
ulation; cooperative marketing; surpluses;
administration of chapter

(a) It is declared to be the policy of Congress
to promote the effective merchandising of agri-
cultural commodities in interstate and foreign
commerce so that the industry of agriculture
will be placed on a basis of economic equality
with other industries, and to that end to pro-
tect, control, and stabilize the currents of inter-
state and foreign commerce in the marketing of
agricultural commodities and their food prod-
ucts—

(1) by minimizing speculation.
(2) by preventing inefficient and wasteful

methods of distribution.
(3) by encouraging the organization of pro-

ducers into effective associations or corpora-
tions under their own control for greater unity
of effort in marketing and by promoting the
establishment and financing of a farm market-
ing system of producer-owned and producer-
controlled cooperative associations and other
agencies.

(4) by aiding in preventing and controlling
surpluses in any agricultural commodity,
through orderly production and distribution,
so as to maintain advantageous domestic mar-
kets and prevent such surpluses from causing
undue and excessive fluctuations or depres-
sions in prices for the commodity.

(b) There shall be considered as a surplus for
the purposes of this chapter any seasonal or
year’s total surplus, produced in the United
States and either local or national in extent,
that is in excess of the requirements for the or-
derly distribution of the agricultural commod-
ity or is in excess of the domestic requirements
for such commodity.

(c) The Farm Credit Administration shall exe-
cute the powers vested in it by this chapter only

in such manner as will, in the judgment of the
administration, aid to the fullest practicable ex-
tent in carrying out the policy above declared.

(June 15, 1929, ch. 24, § 1, 46 Stat. 11; Ex. Ord. No.
6084, Mar. 27, 1933.)

CODIFICATION

Section was formerly classified to section 521 of Title
7, Agriculture.

CHANGE OF NAME

‘‘Farm Credit Administration’’ and ‘‘administration’’
substituted in text for ‘‘Federal Farm Loan Board’’ and
‘‘board’’, respectively, pursuant to Ex. Ord. No. 6084, set
out preceding section 2241 of this title.

SHORT TITLE

For short title of this chapter as the Agricultural
Marketing Act, see section 1141j(f) of this title.

TRANSFER OF FUNCTIONS

Establishment of Farm Credit Administration as an
independent agency, composition of Farm Credit Ad-
ministration, appointment of Governor of Farm Credit
Administration and duties thereof, including duty to
perform functions, etc., of Farm Credit Administration,
see section 2241 et seq. of this title.

EXCEPTIONS FROM TRANSFER OF FUNCTIONS

Functions of Farm Credit Administration or any
agency, officer, or entity of, under, or subject to super-
vision of said Administration excepted from functions
of officers, agencies, and employees transferred to Sec-
retary of Agriculture by Reorg. Plan No. 2 of 1953, § 1,
eff. June 4, 1953, 18 F.R. 3219, 67 Stat. 633, set out in the
Appendix to Title 5, Government Organization and Em-
ployees.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1141b, 1141e of
this title.

§ 1141a. Repealed. Aug. 6, 1953, ch. 335, § 19, 67
Stat. 400

Section, act June 15, 1929, ch. 24, § 2, 46 Stat. 11; Ex.
Ord. No. 6084, Mar. 27, 1943; act Oct. 15, 1949, ch. 695,
§ 6(a), 63 Stat. 881, related to appointment, compensa-
tion, qualifications, term of office, and expenses of the
Governor of the Farm Credit Administration. See sec-
tion 2244 et seq. of this title.

§ 1141b. General powers of Farm Credit Adminis-
tration

The Farm Credit Administration—
(1) shall maintain its principal office within

the Washington, D.C.-Maryland-Virginia
standard metropolitan statistical area, and
such other offices in the United States as in
its judgment are necessary.

(2) shall have an official seal which shall be
judicially noticed.

(3) shall make an annual report to Congress
upon the administration of this chapter and
any other matter relating to the better effec-
tuation of the policy declared in section 1141
of this title, including recommendations for
legislation.

(4) may make such regulations as are nec-
essary to execute the functions vested in it by
this chapter.

(5) may appoint and fix the salaries of a sec-
retary and such experts, and, in accordance
with chapter 51 and subchapter III of chapter
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53 of title 5, and subject to the provisions of
the civil service laws, such other officers and
employees as are necessary to execute such
functions.

(6) may make such expenditures (including
expenditures for rent and personal services at
the seat of government and elsewhere, for law
books, periodicals, and books of reference, and
for printing and binding) as are necessary to
execute such functions. Expenditures by the
administration shall be allowed and paid upon
the presentation of itemized vouchers therefor
approved by the governor of the administra-
tion.

(7) may sell at public or private sale to the
highest responsible bidder, upon such terms
and after such public advertisement as the
Farm Credit Administration may deem in the
public interest, any property, real or personal,
or any interest therein, acquired by the United
States on account of or as a result of any
loans made from the revolving fund authorized
by section 1141d of this title; may lease any
such property, pending its sale, on such terms
and for such period, not in excess of five years,
as the Farm Credit Administration may deem
in the public interest; and may incur and pay,
from the said revolving fund, obligations and
expenses for the operation, upkeep, mainte-
nance, repair, disposition, insurance, and pro-
tection of any such property: Provided, That
section 5 of title 41 shall not be construed to
apply to any purchase or service on account of
such property.

(June 15, 1929, ch. 24, § 4, 46 Stat. 13; Ex. Ord. No.
6084, Mar. 27, 1933; Aug. 19, 1937, ch. 704, § 37, 50
Stat. 717; Oct. 28, 1949, ch. 782, title XI, § 1106(a),
63 Stat. 972; Pub. L. 96–592, title V, § 510, Dec. 24,
1980, 94 Stat. 3451.)

REFERENCES IN TEXT

The civil service laws, referred to in par. (5), are set
forth in Title 5, Government Organization and Employ-
ees. See, particularly, section 3301 et seq. of that title.

CODIFICATION

In par. (5), ‘‘chapter 51 and subchapter III of chapter
53 of title 5’’ substituted for ‘‘the Classification Act of
1949’’ on authority of section 7(b) of Pub. L. 89–554,
Sept. 6, 1966, 80 Stat. 631, section 1 of which enacted
Title 5, Government Organization and Employees.

Section was formerly classified to section 524 of Title
7, Agriculture.

AMENDMENTS

1980—Par. (1). Pub. L. 96–592 substituted provisions re-
quiring the principal office to be within the Washing-
ton, D.C.–Maryland–Virginia standard metropolitan
statistical area for provisions requiring the principal
office to be in the District of Columbia.

1949—Act Oct. 28, 1949, substituted the ‘‘Classification
Act of 1949’’ for the ‘‘Classification Act of 1923’’.

1937—Par. (7). Act Aug. 19, 1937, added par. (7).

CHANGE OF NAME

‘‘Farm Credit Administration’’ and ‘‘administration’’
substituted in text for ‘‘board’’ and ‘‘governor’’ sub-
stituted for ‘‘chairman’’ pursuant to Ex. Ord. No. 6084,
set out preceding section 2241 of this title.

REPEALS

Act Oct. 28, 1949, ch. 782, cited as a credit to this sec-
tion, was repealed (subject to a savings clause) by Pub.
L. 89–554, Sept. 6, 1966, § 8, 80 Stat. 632, 655.

REPEAL OF AUTHORITY

Repeal of authority of the Farm Credit Administra-
tion to make emergency crop production, feed, seed,
drought, and rehabilitation loans on Aug. 14, 1946, see
note set out under sections 1001 to 1005d of Title 7, Agri-
culture.

SEPARABILITY

Section 40 of act Aug. 19, 1937, provided as follows:
‘‘Sec. 40. (a) If any provision of this Act, or the appli-

cation thereof to any person or circumstances, is held
invalid, the remainder of the Act, and the application
of such provisions to other persons or circumstances,
shall not be affected thereby.

‘‘(b) The right to alter, amend, or repeal this Act is
hereby expressly reserved.’’

TERMINATION OF REPORTING REQUIREMENTS

For termination, effective May 15, 2000, of reporting
provisions in par. (3) of this section, see section 3003 of
Pub. L. 104–66, as amended, set out as a note under sec-
tion 1113 of Title 31, Money and Finance, and page 166
of House Document No. 103–7.

TRANSFER OF FUNCTIONS

Establishment of Farm Credit Administration as an
independent agency, composition of Farm Credit Ad-
ministration, appointment of Governor of Farm Credit
Administration, and duties thereof, including duty to
perform functions, etc., of Farm Credit Administration,
see section 2241 et seq. of this title.

EXCEPTIONS FROM TRANSFER OF FUNCTIONS

Functions of Farm Credit Administration or any
agency, officer, or entity of, under, or subject to super-
vision of said Administration excepted from functions
of officers, agencies, and employees transferred to Sec-
retary of Agriculture by Reorg. Plan No. 2 of 1953, § 1,
eff. June 4, 1953, 18 F.R. 3219, 67 Stat. 633, set out in the
Appendix to Title 5, Government Organization and Em-
ployees.

§ 1141c. Special powers of administration

The administration is authorized and di-
rected—

(1) to promote education in the principles
and practices of cooperative marketing of ag-
ricultural commodities and food products
thereof.

(2) to encourage the organization, improve-
ment in methods, and development of effective
cooperative associations.

(3) to keep advised from any available
sources and make reports as to crop prices, ex-
periences, prospects, supply, and demand, at
home and abroad.

(June 15, 1929, ch. 24, § 5, 46 Stat. 13; Ex. Ord. No.
6084, Mar. 27, 1933; June 16, 1933, ch. 98, title V,
§ 50(a), 48 Stat. 265.)

CODIFICATION

Section was formerly classified to section 525 of Title
7, Agriculture.

AMENDMENTS

1933—Act June 16, 1933, repealed pars. (4) and (5) relat-
ing to powers of the Farm Board to investigate over-
production and to miscellaneous investigations by the
Farm Board.

CHANGE OF NAME

‘‘Administration’’ substituted in text for ‘‘board’’
pursuant to Ex. Ord. No. 6084, set out preceding section
2241 of this title.
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TRANSFER OF FUNCTIONS

Establishment of Farm Credit Administration as an
independent agency, composition of Farm Credit Ad-
ministration, appointment of Governor of Farm Credit
Administration, and duties thereof, including duty to
perform functions, etc., of Farm Credit Administration,
see section 2241 et seq. of this title.

EXCEPTIONS FROM TRANSFER OF FUNCTIONS

Functions of Farm Credit Administration or any
agency, officer, or entity of, under, or subject to super-
vision of said Administration excepted from functions
of officers, agencies, and employees transferred to Sec-
retary of Agriculture by Reorg. Plan No. 2 of 1953, § 1,
eff. June 4, 1953, 18 F.R. 3219, 67 Stat. 633, set out in the
Appendix to Title 5, Government Organization and Em-
ployees.

§ 1141d. Revolving fund

There is authorized to be appropriated the sum
of $500,000,000 which shall be made available by
the Congress as soon as practicable after the ap-
proval of this chapter and shall constitute a re-
volving fund to be administered by the adminis-
tration as provided in this chapter. Any and all
funds derived from the sale, lease, operation, or
other disposition of any property, real or per-
sonal, acquired by the United States on account
of or as a result of any loan made pursuant to
the provisions of this chapter, shall be covered
into and become a part of said revolving fund.
Effective June 25, 1962, the sum authorized to be
appropriated for the aforesaid revolving fund as
reduced from $500,000,000 to $150,000,000 and any
amount in said fund in excess of $150,000,000 (in-
cluding any amount thereof used to purchase
capital stock in the central and regional banks
for cooperatives) shall be credited to miscellane-
ous receipts of the Treasury.

(June 15, 1929, ch. 24, § 6, 46 Stat. 14; Ex. Ord. No.
6084, Mar. 27, 1933; June 16, 1933, ch. 98, title III,
§§ 33, 34, title IV, §§ 40, 41, 48 Stat. 262, 264; Aug.
19, 1937, ch. 704, § 38, 50 Stat. 718; Pub. L. 87–494,
June 25, 1962, 76 Stat. 109.)

CODIFICATION

Section was formerly classified to section 526 of Title
7, Agriculture.

AMENDMENTS

1962—Pub. L. 87–494 reduced sum authorized to be ap-
propriated to $150,000,000.

1937—Act Aug. 19, 1937, inserted second sentence.
1933—Act June 16, 1933, amended provision pertaining

to administration of the fund.

CHANGE OF NAME

‘‘Administration’’ substituted in text for ‘‘board’’
pursuant to Ex. Ord. No. 6084, set out preceding section
2241 of this title.

TRANSFER OF FUNCTIONS

Establishment of Farm Credit Administration as an
independent agency, composition of Farm Credit Ad-
ministration, appointment of Governor of Farm Credit
Administration, and duties thereof, including duty to
perform functions, etc., of Farm Credit Administration,
see section 2241 et seq. of this title.

EXCEPTIONS FROM TRANSFER OF FUNCTIONS

Functions of Farm Credit Administration or any
agency, officer, or entity of, under, or subject to super-
vision of said Administration excepted from functions
of officers, agencies, and employees transferred to Sec-

retary of Agriculture by Reorg. Plan No. 2 of 1953, § 1,
eff. June 4, 1953, 18 F.R. 3219, 67 Stat. 633, set out in the
Appendix to Title 5, Government Organization and Em-
ployees.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1141b, 1141d–1 of
this title.

§ 1141d�1. Interest rates on loans made from re-
volving fund

Interest rates in excess of the rates set forth
in notes or other obligations taken by the Fed-
eral Farm Board or the Farm Credit Adminis-
tration for loans made from the revolving fund
authorized by section 1141d of this title shall not
be charged or collected on any of said loans,
whether such loans have been heretofore or are
hereafter paid in whole or in part, except that in
those cases where a borrower by specific con-
tract has agreed to pay a higher rate of interest,
the contract rate shall be charged for the period
agreed upon; and the amount of any interest col-
lected in excess of the rates thus set forth or
contracted for shall be refunded out of said fund
or credited on the borrower’s indebtedness.

(June 22, 1939, ch. 239, 53 Stat. 853.)

CODIFICATION

Section was not enacted as part of the Agricultural
Marketing Act which comprises this chapter.

CHANGE OF NAME

Federal Farm Board changed in 1933 to Farm Credit
Administration by Ex. Ord. No. 6084, set out preceding
section 2241 of this title.

TRANSFER OF FUNCTIONS

Establishment of Farm Credit Administration as an
independent agency, composition of Farm Credit Ad-
ministration, appointment of Governor of Farm Credit
Administration, and duties thereof, including duty to
perform functions, etc., of Farm Credit Administration,
see section 2241 et seq. of this title.

EXCEPTIONS FROM TRANSFER OF FUNCTIONS

Functions of Farm Credit Administration or any
agency, officer, or entity of, under, or subject to super-
vision of said Administration excepted from functions
of officers, agencies, and employees transferred to Sec-
retary of Agriculture by Reorg. Plan No. 2 of 1953, § 1,
eff. June 4, 1953, 18 F.R. 3219, 67 Stat. 633, set out in the
Appendix to Title 5, Government Organization and Em-
ployees.

§ 1141e. Loans to cooperative associations

(a) Upon application by any cooperative asso-
ciation the administration is authorized to
make loans to it from the revolving fund to as-
sist in—

(1) the effective merchandising of agricul-
tural commodities and food products thereof
and the financing of its operations;

(2) the construction or acquisition by pur-
chase or lease, or refinancing the cost of such
construction or acquisition, of physical facili-
ties.

(b) No loan shall be made to any cooperative
association unless, in the judgment of the ad-
ministration, the loan is in furtherance of the
policy declared in section 1141 of this title, and
the cooperative association applying for the
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1 So in original. Probably should be ‘‘acquisition,’’.

loan has an organization and management, and
business policies, of such character as to insure
the reasonable safety of the loan and the fur-
therance of such policy.

(c) Loans for the construction or acquisition
by purchase or lease of physical facilities, or for
refinancing the cost of such construction or
acquistion,1 shall be subject to the following
conditions:

(1) No loan shall be made in an amount in
excess of 60 per centum of the appraised value
of the security therefor.

(2) No loan for the purchase or lease of such
facilities shall be made unless the Governor of
the Farm Credit Administration finds that the
purchase price or rent to be paid is reasonable.

(d) Loans for the construction or purchase of
physical facilities, together with interest on the
loans, shall be repaid upon an amortization plan
over a period not in excess of twenty years.

(June 15, 1929, ch. 24, § 7, 46 Stat. 14; Ex. Ord. No.
6084, Mar. 27, 1933; June 16, 1933, ch. 98, title V,
§§ 50–53, 48 Stat. 265; June 3, 1935, ch. 164, §§ 9, 10,
49 Stat. 316.)

CODIFICATION

Section was formerly classified to section 527 of Title
7, Agriculture.

AMENDMENTS

1935—Subsecs. (a)(2), (c)(1). Act June 3, 1935, amended
subsecs. (a)(2) and (c)(1).

1933—Act June 16, 1933, repealed provisions authoriz-
ing loans to form clearing house associations; for edu-
cation of producers in advantages of cooperative mar-
keting; and to enable cooperatives to advance a greater
share of the market price of commodities than was
practicable under other credit facilities.

CHANGE OF NAME

‘‘Administration’’ substituted in text for ‘‘board’’
pursuant to Ex. Ord. No. 6084, set out preceding section
2241 of this title.

TRANSFER OF FUNCTIONS

Establishment of Farm Credit Administration as an
independent agency, composition of Farm Credit Ad-
ministration, appointment of Governor of Farm Credit
Administration, and duties thereof, including duty to
perform functions, etc., of Farm Credit Administration,
see section 2241 et seq. of this title.

EXCEPTIONS FROM TRANSFER OF FUNCTIONS

Functions of Farm Credit Administration or any
agency, officer, or entity of, under, or subject to super-
vision of said Administration excepted from functions
of officers, agencies, and employees transferred to Sec-
retary of Agriculture by Reorg. Plan No. 2 of 1953, § 1,
eff. June 4, 1953, 18 F.R. 3219, 67 Stat. 633, set out in the
Appendix to Title 5, Government Organization and Em-
ployees.

§ 1141f. Miscellaneous loan provisions

(a) Repealed. Pub. L. 89–525, § 4(b), Aug. 2, 1966,
80 Stat. 334.

(b) Payments of principal or interest upon any
such loan or advance shall be covered into the
revolving fund.

(c) Loans to any cooperative association or
stabilization corporation shall be made upon the
terms specified in this chapter and upon such

other terms not inconsistent therewith and upon
such security as the administration deems nec-
essary.

(d) No loan or insurance agreement shall be
made by the administration if in its judgment
the agreement is likely to increase unduly the
production of any agricultural commodity of
which there is commonly produced a surplus in
excess of the annual marketing requirements.

(June 15, 1929, ch. 24, § 8, 46 Stat. 14; Ex. Ord. No.
6084, Mar. 27, 1933; June 16, 1933, ch. 98, title V,
§ 54, 48 Stat. 266; June 3, 1935, ch. 164, § 11, 49 Stat.
316; Aug. 19, 1937, ch. 704, § 5(a), 50 Stat. 704; Aug.
11, 1955, ch. 785, title I, § 109, 69 Stat. 662; Pub. L.
89–525, § 4(b), Aug. 2, 1966, 80 Stat. 334.)

CODIFICATION

Section was formerly classified to section 528 of Title
7, Agriculture.

AMENDMENTS

1966—Subsec. (a). Pub. L. 89–525 repealed subsec. (a)
which provided that loans to cooperative associations
made by any bank for cooperatives shall bear such
rates of interest as the board of directors of the bank
shall from time to time determine with the approval of
the Farm Credit Administration, but in no case shall
the rate of interest exceed 6 per centum per annum on
the unpaid principal of a loan. See section 2122 of this
title.

1955—Subsec. (a). Act Aug. 11, 1955, provided that
boards of directors for banks would prescribe interest
rates on loans in place of requirements relating inter-
est rates on loans made by banks for cooperatives to in-
terest rates charged by Federal intermediate credit
banks and Federal land banks.

1937—Subsec. (a). Act Aug. 19, 1937, substituted ‘‘farm
credit district’’ for ‘‘land bank district’’.

1935—Subsec. (a). Act June 3, 1935, among other
changes, inserted proviso.

1933—Subsec. (a). Act June 16, 1933, among other
changes, modified interest rates.

CHANGE OF NAME

‘‘Administration’’ substituted in text for ‘‘board’’
pursuant to Ex. Ord. No. 6084, set out preceding section
2241 of this title.

EFFECTIVE DATE OF 1955 AMENDMENT

Amendment by act Aug. 11, 1955, effective on first day
of month next following 120 days after Aug. 11, 1955, see
section 112 of act Aug. 11, 1955 (69 Stat. 662).

TRANSFER OF FUNCTIONS

Establishment of Farm Credit Administration as an
independent agency, composition of Farm Credit Ad-
ministration, appointment of Governor of Farm Credit
Administration, and duties thereof, including duty to
perform functions, etc., of Farm Credit Administration,
see section 2241 et seq. of this title.

EXCEPTIONS FROM TRANSFER OF FUNCTIONS

Functions of Farm Credit Administration or any
agency, officer, or entity of, under, or subject to super-
vision of said Administration excepted from functions
of officers, agencies, and employees transferred to Sec-
retary of Agriculture by Reorg. Plan No. 2, of 1953, § 1,
eff. June 4, 1953, 18 F.R. 3219, 67 Stat. 633, set out in the
Appendix to Title 5, Government Organization and Em-
ployees.

§ 1141g. Omitted

CODIFICATION

Section, act June 15, 1929, ch. 24, § 9, 46 Stat. 15; Ex.
Ord. No. 6084, Mar. 27, 1933, provided for the recogni-
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tion, upon application of the advisory commodity com-
mittee, of stabilization corporations for commodities,
and prescribed functions and operations in connection
therewith. Ex. Ord. No. 6084 abolished the authority
conferred by this section and ordered the Farm Credit
Administration to take appropriate steps for winding
up the activities of such corporations. The order is set
out as a note preceding section 2241 of this title.

§ 1141h. Avoidance of duplication; cooperation
with other governmental establishments; ob-
taining information and data; cooperation
with States, Territories, and agencies or sub-
divisions thereof; indicating research prob-
lems; transfer of offices, functions, etc.

(a) The administration shall, in cooperation
with any governmental establishment in the Ex-
ecutive branch of the Government, including
any field service thereof at home or abroad,
avail itself of the services and facilities thereof
in order to avoid preventable expense or duplica-
tion of effort.

(b) The President may by Executive order di-
rect any such governmental establishment to
furnish the administration such information and
data as such governmental establishment may
have pertaining to the functions of the adminis-
tration; except that the President shall not di-
rect that the administration be furnished with
any information or data supplied by any person
in confidence to any governmental establish-
ment in pursuance of any provision of law or of
any agreement with a governmental establish-
ment.

(c) The administration may cooperate with
any State or Territory, or department, agency,
or political subdivision thereof, or with any per-
son.

(d) The administration shall, through the gov-
ernor, indicate to the appropriate bureau or di-
vision of the Department of Agriculture any spe-
cial problem on which a research is needed to
aid in carrying out the provisions of this chap-
ter.

(e) The President is authorized, by Executive
order, to transfer to or retransfer from the juris-
diction and control of the administration the
whole or any part of (1) any office, bureau, serv-
ice, division, commission, or board in the Execu-
tive branch of the Government engaged in sci-
entific or extension work, or the furnishing of
services, with respect to the marketing of agri-
cultural commodities, (2) its functions pertain-
ing to such work or services, and (3) the records,
property, including office equipment, personnel,
and unexpended balances of appropriation, per-
taining to such work or services.

(June 15, 1929, ch. 24, § 13, 46 Stat. 17; Ex. Ord. No.
6084, Mar. 27, 1933.)

CODIFICATION

Section was formerly classified to section 533 of Title
7, Agriculture.

CHANGE OF NAME

‘‘Administration’’ substituted in text for ‘‘board’’
pursuant to Ex. Ord. No. 6084, set out preceding section
2241 of this title.

TRANSFER OF FUNCTIONS

Establishment of Farm Credit Administration as an
independent agency, composition of Farm Credit Ad-

ministration, appointment of Governor of Farm Credit
Administration, and duties thereof, including duty to
perform functions, etc., of Farm Credit Administration,
see section 2241 et seq. of this title.

EXCEPTIONS FROM TRANSFER OF FUNCTIONS

Functions of Farm Credit Administration or any
agency, officer, or entity of, under, or subject to super-
vision of said Administration excepted from functions
of officers, agencies, and employees transferred to Sec-
retary of Agriculture by Reorg. Plan No. 2 of 1953, § 1,
eff. June 4, 1953, 18 F.R. 3219, 67 Stat. 633, set out in the
Appendix to Title 5, Government Organization and Em-
ployees.

§ 1141i. Examination of books and accounts

Vouchers approved by the Governor of the
Farm Credit Administration for expenditures
from the revolving fund pursuant to any loan or
advance or from insurance moneys pursuant to
any insurance agreement, shall be final and con-
clusive upon all officers of the Government; ex-
cept that all financial transactions of the ad-
ministration shall, subject to the above limita-
tions, be examined by the General Accounting
Office at such times and in such manner as the
Comptroller General of the United States may
by regulation prescribe.

(June 15, 1929, ch. 24, § 14, 46 Stat. 18; Ex. Ord. No.
6084, Mar. 27, 1933; Aug. 30, 1954, ch. 1076, § 1(30),
68 Stat. 968.)

CODIFICATION

Section was formerly classified to section 534 of Title
7, Agriculture.

AMENDMENTS

1954—Act Aug. 30, 1954, repealed former second sen-
tence which required the Comptroller General to make
reports to Congress on examinations of Farm Credit
Administration transactions under the agricultural
marketing revolving fund, in violation of law, together
with his recommendations. See chapter 91 of Title 31,
Money and Finance.

CHANGE OF NAME

‘‘Governor of the Farm Credit Administration’’ and
‘‘administration’’ substituted in text for ‘‘chairman of
the board’’ and ‘‘board’’, respectively, pursuant to Ex.
Ord. No. 6084, set out preceding section 2241 of this
title.

TRANSFER OF FUNCTIONS

Establishment of Farm Credit Administration as an
independent agency, composition of Farm Credit Ad-
ministration, appointment of Governor of Farm Credit
Administration, and duties thereof, including duty to
perform functions, etc., of Farm Credit Administration,
see section 2241 et seq. of this title.

EXCEPTIONS FROM TRANSFER OF FUNCTIONS

Functions of Farm Credit Administration or any
agency, officer, or entity of, under, or subject to super-
vision of said Administration excepted from functions
of officers, agencies, and employees transferred to Sec-
retary of Agriculture by Reorg. Plan No. 2 of 1953, § 1,
eff. June 4, 1953, 18 F.R. 3219, 67 Stat. 633, set out in the
Appendix to Title 5, Government Organization and Em-
ployees.

INSURANCE AGREEMENTS

Insurance agreements, referred to in the text, were
authorized to be made by section 11 of act June 15, 1929,
which section was repealed by act June 16, 1933, ch. 98,
title V, § 50(a), 48 Stat. 265. Section 11 authorized the
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former Federal Farm Board, upon application of coop-
erative associations, to enter into agreements subject
to specified conditions, for the insurance of the associa-
tions against loss through price decline in the agricul-
tural commodity handled by the associations and pro-
duced by the members thereof.

§ 1141j. Miscellaneous provisions

(a) ��Cooperative association�� defined
As used in this chapter, the term ‘‘cooperative

association’’ means any association in which
farmers act together in processing, preparing for
market, handling, and/or marketing the farm
products of persons so engaged, and also means
any association in which farmers act together in
purchasing, testing, grading, processing, distrib-
uting, and/or furnishing farm supplies and/or
farm business services: Provided, however, That
such associations are operated for the mutual
benefit of the members thereof as such produc-
ers or purchasers and conform to one or both of
the following requirements:

First. That no member of the association is al-
lowed more than one vote because of the amount
of stock or membership capital he may own
therein; and

Second. That the association does not pay
dividends on stock or membership capital in ex-
cess of 8 per centum per annum.

And in any case to the following:
Third. That the association shall not deal in

farm products, farm supplies, and farm business
services with or for nonmembers in an amount
greater in value than the total amount of such
business transacted by it with or for members.
All business transacted by any cooperative asso-
ciation for or on behalf of the United States or
any agency or instrumentality thereof shall be
disregarded in determining the volume of mem-
ber and nonmember business transacted by such
association.
(b) Speculation prohibited

It shall be unlawful for the governor, or any
officer or employee of the Farm Credit Adminis-
tration to speculate directly or indirectly, in
any agricultural commodity or product thereof,
or in contracts relating thereto, or in the stock
or membership interests of any association or
corporation engaged in handling, processing, or
disposing of any such commodity or product.
Any person violating this subdivision shall upon
conviction thereof be fined not more than
$10,000, or imprisoned not more than ten years,
or both.
(c) Confidential information; disclosure prohib-

ited
It shall be unlawful (1) for any cooperative as-

sociation, stabilization corporation, clearing-
house association, or commodity committee, or
(2) for any director, officer, employee, or mem-
ber or person acting on behalf of any such asso-
ciation, corporation, or committee, to which or
to whom information has been imparted in con-
fidence by the administration, to disclose such
information in violation of any regulation of the
administration. Any such association, corpora-
tion, or committee, or director, officer, em-
ployee, or member thereof, violating this sub-
division, shall be fined not more than $5,000, or
imprisoned not more than five years, or both.

(d) Governmental publications; predictions as to
cotton prices prohibited

The inclusion in any governmental report,
bulletin, or other such publication hereafter is-
sued or published of any prediction with respect
to cotton prices is prohibited. Any officer or em-
ployee of the United States who authorizes or is
responsible for the inclusion in any such report,
bulletin, or other publication of any such pre-
diction, or who knowingly causes the issuance
or publication of any such report, bulletin, or
other publication containing any such pre-
diction, shall, upon conviction thereof, be fined
not less than $500 or more than $5,000, or impris-
oned for not more than five years, or both: Pro-
vided, That this subdivision shall not apply to
the Governor of the Farm Credit Administration
when engaged in the performance of his duties
herein provided.

(e) Separability clause
If any provision of this chapter is declared un-

constitutional, or the applicability thereof to
any person, circumstance, commodity, or class
of transactions with respect to any commodity
is held invalid, the validity of the remainder of
the chapter and the applicability of such provi-
sion to other persons, circumstances, commod-
ities, and classes of transactions shall not be af-
fected thereby.

(f) Citation of chapter
This chapter may be cited as the ‘‘Agricul-

tural Marketing Act.’’

(g) ��Agricultural commodity�� defined
As used in this chapter, the term ‘‘agricultural

commodity’’ includes, in addition to other agri-
cultural commodities, crude gum (oleoresin)
from a living tree, and the following products as
processed by the original producer of the crude
gum (oleoresin) from which derived: Gum spirits
of turpentine and gum rosin, as defined in sec-
tion 92 of title 7.

(June 15, 1929, ch. 24, § 15, 46 Stat. 18; Mar. 4, 1931,
ch. 520, § 3, 46 Stat. 1550; Ex. Ord. No. 6084, Mar.
27, 1933; June 16, 1933, ch. 98, title V, § 55, 48 Stat.
266; June 3, 1935, ch. 164, § 12, 49 Stat. 317.)

CODIFICATION

Section was formerly classified to section 535 of Title
7, Agriculture.

AMENDMENTS

1935—Subsec. (a). Act June 3, 1935, amended definition
of cooperative association and inserted second sentence
in par. ‘‘Third’’.

1933—Subsec. (a). Act June 16, 1933, among other
changes, inserted proviso and all subsequent thereto.

1931—Subsec. (g). Act Mar. 4, 1931, added subsec. (g).

CHANGE OF NAME

‘‘The Governor’’ and ‘‘Farm Credit Administration’’
substituted in text for ‘‘any member’’ and ‘‘board’’, re-
spectively, and ‘‘Governor of the Farm Credit Adminis-
tration’’ substituted for ‘‘members of the board’’, pur-
suant to Ex. Ord. No. 6084, set out preceding section
2241 of this title.

TRANSFER OF FUNCTIONS

Establishment of Farm Credit Administration as an
independent agency, composition of Farm Credit Ad-
ministration, appointment of Governor of Farm Credit
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Administration, and duties thereof, including duty to
perform functions, etc., of Farm Credit Administration,
see section 2241 et seq of this title.

EXCEPTIONS FROM TRANSFER OF FUNCTIONS

Functions of Farm Credit Administration or any
agency, officer, or entity of, under, or subject to super-
vision of said Administration excepted from functions
of officers, agencies, and employees transferred to Sec-
retary of Agriculture by Reorg. Plan No. 2 of 1953, § 1,
eff. June 4, 1953, 18 F.R. 3219, 67 Stat. 633, set out in the
Appendix to Title 5, Government Organization and Em-
ployees.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 5 section 504; title
7 sections 499e, 2302; title 15 section 632; title 26 section
3131; title 28 section 2412; title 29 section 203; title 42
sections 410, 8802; title 49 sections 13506, 13508.

CHAPTER 7B�REGIONAL AGRICULTURAL
CREDIT CORPORATIONS

Sec.
1148. Regional agricultural credit corporations;

creation; capital; management; loans; redis-
counts; supervision

1148a to 1148a–3. Repealed.
1148a–4. Security for economic disaster and special

livestock loans.
1148b. Additional powers of regional agricultural

credit corporations.
(a) Places of transacting business.
(b) Borrow money.
(c) Loans.
(d) Sale to or purchase from other like

corporations.
1148c. Consolidation or merger.

(a) Power of Farm Credit Administra-
tion.

(b) Status of corporations formed by con-
solidation.

1148d. Rights and powers unaffected by sections
1148b and 1148c.

§ 1148. Regional agricultural credit corporations;
creation; capital; management; loans; redis-
counts; supervision

The Farm Credit Administration is authorized
to create in any of the twelve farm credit dis-
tricts where it may deem the same to be desir-
able a regional agricultural credit corporation
with a paid-up capital of not less than $3,000,000,
to be subscribed for by the Farm Credit Admin-
istration and paid for out of the unexpended bal-
ance of the amounts allocated and made avail-
able to the Secretary of Agriculture under sec-
tion 2 of the Reconstruction Finance Corpora-
tion Act. Such corporations shall be managed by
officers and agents to be appointed by the Farm
Credit Administration under such rules and reg-
ulations as it may prescribe. Such corporations
are authorized and empowered to make loans or
advances to farmers and stockmen, the proceeds
of which are to be used for an agricultural pur-
pose (including crop production), or for the rais-
ing, breeding, fattening, or marketing of live-
stock, to charge such rates of interest or dis-
count thereon as in their judgment are fair and
equitable, subject to the approval of the Farm
Credit Administration, and to rediscount with
the Farm Credit Administration and the various
Federal reserve banks and Federal intermediate
credit banks any paper that they acquire which
is eligible for such purpose. All expenses in-

curred in connection with the operation of such
corporations shall be supervised and paid by the
Farm Credit Administration under such rules
and regulations as its board of directors may
prescribe.

(July 21, 1932, ch. 520, § 201(e), 47 Stat. 713; Aug.
19, 1937, ch. 704, § 5(a), 50 Stat. 704; June 30, 1947,
ch. 166, title II, § 206, 61 Stat. 208.)

REFERENCES IN TEXT

Section 2 of the Reconstruction Finance Corporation
Act, referred to in text, refers to section 2 of the act of
Jan. 22, 1932, ch. 8, 47 Stat. 5, wherein the sum of
$50,000,000 was made available to the Secretary of Agri-
culture for the purpose of making certain emergency
crop loans or advances to farmers. Act June 30, 1947, ch.
166, title I, § 1, 61 Stat. 202 further amended section 2,
as amended, of the Reconstruction Finance Corporation
Act by eliminating provisions relating to the Secretary
of Agriculture and the emergency crop loans or ad-
vances.

AMENDMENTS

1947—Act June 30, 1947, substituted ‘‘Farm Credit Ad-
ministration’’ for ‘‘Reconstruction Finance Corpora-
tion’’ wherever appearing.

CHANGE OF NAME

Act Aug. 19, 1937, substituted ‘‘farm credit districts’’
for ‘‘Federal land-bank districts’’.

TRANSFER OF FUNCTIONS

Establishment of Farm Credit Administration as an
independent agency, composition of Farm Credit Ad-
ministration, appointment of Governor of Farm Credit
Administration, and duties thereof, including duty to
perform functions, etc., of Farm Credit Administration,
see section 2241 et seq. of this title.

Ex. Ord. No. 6084 of Mar. 27, 1933, set out preceding
section 2241 of this title, transferred to the jurisdiction
and control of the Farm Credit Administration the
functions defined in section 5(e) of the Order, as fol-
lows: ‘‘The functions of the Reconstruction Finance
Corporation and its Board of Directors relating to the
appointment of officers and agents to manage regional
agricultural credit corporations formed under section
201(e) of the Emergency Relief and Construction Act of
1932 [this section]; relating to the establishment of
rules and regulations for such management; and relat-
ing to the approval of loans and advances made by such
corporations and of the terms and conditions thereof.’’

EXCEPTIONS FROM TRANSFER OF FUNCTIONS

Functions of Farm Credit Administration or any
agency, officer, or entity of, under, or subject to super-
vision of said Administration excepted from functions
of officers, agencies, and employees transferred to Sec-
retary of Agriculture by Reorg. Plan No. 2 of 1953, § 1,
eff. June 4, 1953, 18 F.R. 3219, 67 Stat. 633, set out in the
Appendix to Title 5, Government Organization and Em-
ployees.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1148b, 1148c of
this title.

§ 1148a. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, acts June 16, 1933, ch. 98, title VIII, § 84, 48
Stat. 273; June 30, 1947, ch. 166, title II, § 206, 61 Stat.
208, provided for reduction of capital of regional agri-
cultural credit corporations by Farm Credit Adminis-
tration. See section 2252 of this title.

§§ 1148a�1 to 1148a�3. Repealed. Pub. L. 87�128,
title III, § 341(a), Aug. 8, 1961, 75 Stat. 318

Section 1148a–1, acts Apr. 6, 1949, ch. 49, § 1, 63 Stat. 43;
Aug. 5, 1950, ch. 592, § 1(a), 64 Stat. 414, provided for
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1 See References in Text note below.

transfer of functions of Regional Agricultural Credit
Corporation, Washington, D.C., to Secretary of Agri-
culture to make disaster loans, abolished such corpora-
tion, provided for transfer of assets, funds, rights, li-
abilities, use of revolving, transfer of personnel and
delegation of authority by Secretary of Agriculture.

Section 1148a–2, acts Apr. 6, 1949, ch. 49, § 2, 63 Stat. 44;
July 14, 1953, ch. 192, § 1, 67 Stat. 149; July 7, 1955, ch.
278, §§ 1, 2, 69 Stat. 263; July 15, 1955, ch. 373, 69 Stat. 366;
July 11, 1958, Pub. L. 85–516, 72 Stat. 357; July 26, 1961,
Pub. L. 87–106, 75 Stat. 220, authorized the Secretary of
Agriculture to make loans to farmers and stockmen,
prescribed the rates of interest and terms and condi-
tions of the loans, provided for economic disaster loans
and rates of interest and terms thereof, special live-
stock loans, the effective period of such loans, security,
rate of interest, terms and conditions of such loans and
local loan committees, emergency assistance in fur-
nishing feed and seed, utilization of Agriculture De-
partment agencies, utilization of revolving fund and
transfer of funds into the revolving fund.

Section 1148a–3, act Apr. 6, 1949, ch. 49, § 3(a), 63 Stat.
44, provided that no suit or other judicial proceeding
instituted by or against the Regional Agricultural
Credit Corporation shall abate by reason of sections
1148a–1 and 1148a–2 of this title and permitted substi-
tution of the Secretary as a party in place of the Cor-
poration within six months after Apr. 16, 1949.

For subject matter of former sections 1148a–1 to
1148a–3 of this title see section 1921 et seq. of Title 7,
Agriculture.

EFFECTIVE DATE OF REPEAL

Repeal effective one hundred and twenty days after
Aug. 8, 1961, or such earlier date as the provisions of
chapter 50 of Title 7, Agriculture, are made effective by
regulations of Secretary of Agriculture, except that re-
peal of section 1148a–2(c) of this title shall not be effec-
tive prior to Jan. 1, 1962, see section 341(a) of Pub. L.
87–128, set out as a note under section 1921 of Title 7.

Repeal effective Oct. 15, 1961, by former section 300.1
of Title 6, Code of Federal Regulations, see Effective
Date note set out under section 1921 of Title 7.

CREDIT EMERGENCY LOANS: TERMINATION DATE

Act Aug. 31, 1954, ch. 1145, 68 Stat. 999, as amended by
acts June 30, 1955, ch. 249, 69 Stat. 223; July 7, 1955, ch.
278, § 3, 69 Stat. 263; Aug. 1, 1956, ch. 829, § 4, 70 Stat. 804,
which authorized the Secretary of Agriculture to make
emergency loans for any agricultural purpose until
June 30, 1957, described persons eligible for such loans
and provided for utilization of a revolving fund of the
Farm Credit Administration for loans and administra-
tive expenses and additions to such fund from liquida-
tion of loans, was repealed effective one hundred and
twenty days after Aug. 8, 1961, or such earlier date as
the provisions of chapter 50 of Title 7, Agriculture, are
made effective by regulations of Secretary of Agri-
culture by provisions of section 341(a) of Pub. L. 87–128,
set out as a note under section 1921 of Title 7. See sec-
tion 1961 et seq. of Title 7.

§ 1148a�4. Security for economic disaster and
special livestock loans

Loans under section 1148a–2(b) and (c) 1 of this
title shall be secured by the personal obligation
and available security of the producer or produc-
ers, and in the case of loans to corporations or
other business organizations, by the personal ob-
ligation and available security of each person
holding as much as 10 per centum of the stock or
other interest in the corporation or organiza-
tion.

(July 14, 1953, ch. 192, § 2, 67 Stat. 150.)

REFERENCES IN TEXT

Section 1148a–2(b) and (c) of this title, referred to in
text, was repealed by Pub. L. 87–128, title III, § 341(a),
Aug. 8, 1961, 75 Stat. 318.

§ 1148b. Additional powers of regional agricul-
tural credit corporations

Each regional agricultural credit corporation,
created under the authority of section 1148 of
this title, in addition to the powers granted
prior to August 19, 1937, shall have and, upon
order or approval of the Farm Credit Adminis-
tration, shall exercise the following rights, pow-
ers, and authority:

(a) Places of transacting business
To conduct, transact, and operate its business

in any State in the continental United States, in
the District of Columbia, and in Puerto Rico.

(b) Borrow money
To borrow money (other than by way of dis-

count) from any other regional agricultural
credit corporation, or any Federal intermediate
credit bank, and to give security therefor.

(c) Loans
To lend any of its available funds to any other

regional agricultural credit corporation at such
rates of interest and upon such terms and condi-
tions as may be approved by the Farm Credit
Administration.

(d) Sale to or purchase from other like corpora-
tions

To sell to or purchase from any other regional
agricultural credit corporation or any corpora-
tion formed by consolidation or merger as pro-
vided in section 1148c of this title, any part of or
all the assets of any such corporation, upon such
terms and conditions as may be approved by the
Farm Credit Administration, including the as-
sumption of the liabilities of any such corpora-
tion, in whole or in part.

(Aug. 19, 1937, ch. 704, § 32, 50 Stat. 716; June 30,
1947, ch. 166, title II, § 206(s), 61 Stat. 209.)

AMENDMENTS

1947—Subsec. (b). Act June 30, 1947, struck out ‘‘Re-
construction Finance Corporation’’ after ‘‘credit cor-
poration’’.

TRANSFER OF FUNCTIONS

Establishment of Farm Credit Administration as an
independent agency, composition of Farm Credit Ad-
ministration, appointment of Governor of Farm Credit
Administration, and duties thereof, including duty to
perform functions, etc., of Farm Credit Administration,
see section 2241 et seq. of this title.

EXCEPTIONS FROM TRANSFER OF FUNCTIONS

Functions of Farm Credit Administration or any
agency, officer, or entity of, under, or subject to super-
vision of said Administration excepted from functions
of officers, agencies, and employees transferred to Sec-
retary of Agriculture by Reorg. Plan No. 2 of 1953, § 1,
eff. June 4, 1953, 18 F.R. 3219, 67 Stat. 633, set out in the
Appendix to Title 5, Government Organization and Em-
ployees.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1148d of this
title.
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1 So in original. Probably should be ‘‘cancellations’’.

§ 1148c. Consolidation or merger

(a) Power of Farm Credit Administration
The Farm Credit Administration shall have

the power and authority to order and effect the
consolidation or merger of two or more regional
agricultural credit corporations, on such terms
and conditions as it shall direct.
(b) Status of corporations formed by consolida-

tion
The Farm Credit Administration is authorized

to grant charters to, prescribe bylaws for, and
fix the capital of, regional agricultural credit
corporations which may be formed by the con-
solidation of two or more regional agricultural
credit corporations, and to approve or prescribe
such amendments to the charter and bylaws of
any regional agricultural credit corporation as
it may from time to time deem necessary. Cor-
porations formed by the consolidation of two or
more regional agricultural credit corporations,
as herein provided, shall have all the rights,
powers, authority, and exemptions and shall be
subject to the same supervision and control in
the same manner as provided by law in respect
to regional agricultural credit corporations or-
ganized under section 1148 of this title.

(Aug. 19, 1937, ch. 704, § 33, 50 Stat. 717; June 30,
1947, ch. 166, title II, § 206(s), 61 Stat. 209.)

AMENDMENTS

1947—Subsec. (b). Act June 30, 1947, repealed provi-
sions relating to the payment of the expenses of cor-
porations formed by the consolidation of two or more
regional agricultural credit corporations.

TRANSFER OF FUNCTIONS

Establishment of Farm Credit Administration as an
independent agency, composition of Farm Credit Ad-
ministration, appointment of Governor of Farm Credit
Administration, and duties thereof, including duty to
perform functions, etc., of Farm Credit Administration,
see section 2241 et seq. of this title.

EXCEPTIONS FROM TRANSFER OF FUNCTIONS

Functions of Farm Credit Administration or any
agency, officer, or entity of, under, or subject to super-
vision of said Administration excepted from functions
of officers, agencies, and employees transferred to Sec-
retary of Agriculture by Reorg. Plan No. 2 of 1953, § 1,
eff. June 4, 1953, 18 F.R. 3219, 67 Stat. 633, set out in the
Appendix to Title 5, Government Organization and Em-
ployees.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1148b, 1148d of
this title.

§ 1148d. Rights and powers unaffected by sec-
tions 1148b and 1148c

Nothing contained in sections 1148b and 1148c
of this title shall be construed as limiting the
rights, powers, and authority granted prior to
August 19, 1937, to the regional agricultural
credit corporations, the Farm Credit Adminis-
tration, or the Governor thereof by any Acts of
Congress or Executive orders.

(Aug. 19, 1937, ch. 704, § 34, 50 Stat. 717.)

TRANSFER OF FUNCTIONS

Establishment of Farm Credit Administration as an
independent agency, composition of Farm Credit Ad-

ministration, appointment of Governor of Farm Credit
Administration, and duties thereof, including duty to
perform functions, etc., of Farm Credit Administration,
see section 2241 et seq. of this title.

EXCEPTIONS FROM TRANSFER OF FUNCTIONS

Functions of Farm Credit Administration or any
agency, officer, or entity of, under, or subject to super-
vision of said Administration excepted from functions
of officers, agencies, and employees transferred to Sec-
retary of Agriculture by Reorg. Plan No. 2 of 1953, § 1,
eff. June 4, 1953, 18 F.R. 3219, 67 Stat. 633, set out in the
Appendix to Title 5, Government Organization and Em-
ployees.

CHAPTER 8�ADJUSTMENT AND
CANCELLATION OF FARM LOANS

Sec.
1150. Compromise, adjustment, and cancellation of

farm loans; conditions; delegation of powers
and duties by Secretary of Agriculture.

1150a. Farm loans to which chapter is applicable.
1150b. Authorization of appropriations.
1150c. Self-hauling of hay or other roughages under

hay transportation assistance program; li-
ability for or refund of excess payments;
availability of funds for payments.

CODIFICATION

For provisions similar to former chapter 8 of this
title, relating to federal intermediate credit banks, see
Part A (§ 2071 et seq.) of subchapter II of chapter 23 of
this title.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in title 42 section 1480.

§ 1150. Compromise, adjustment, and cancella-
tion of farm loans; conditions; delegation of
powers and duties by Secretary of Agri-
culture

The Secretary of Agriculture, hereinafter re-
ferred to as the Secretary, is authorized and di-
rected to compromise, adjust, or cancel indebt-
edness arising from loans and payments made or
credit extended to farmers under the provisions
of the several Acts of Congress or programs enu-
merated in section 1150a of this title: Provided,
That the Secretary finds, after such investiga-
tion as he deems sufficient to establish the
facts, that (1) said indebtedness has been due
and payable for five years or more; (2) the debtor
is unable to pay said indebtedness in full and
has no reasonable prospect of being able to do
so; (3) the debtor has acted in good faith in an
effort to meet his obligation; and (4) the prin-
cipal amount of said indebtedness is not in ex-
cess of $1,000. The Secretary is further author-
ized at his discretion to cancel and discharge in-
debtedness arising under said Acts of Congress
or programs when the amount of said indebted-
ness is less than $10, or the debtor is deceased
and there is no reasonable prospect of recover-
ing from his estate, or his whereabouts has re-
mained unknown for two years and there is no
reasonable prospect of obtaining collection, or
he has been discharged of the indebtedness in
any proceeding under the Bankruptcy Act or
under title 11. The compromises, adjustments,
or cancelations 1 authorized by this section shall
be effected through such agencies, upon such
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terms and conditions, and subject to such regu-
lations, as the Secretary may prescribe, and the
Secretary may delegate the exercise of any such
powers and functions to such officers or employ-
ees of the Department of Agriculture as he may
designate.

(Dec. 20, 1944, ch. 623, § 1, 58 Stat. 836; Pub. L.
95–598, title III, § 305, Nov. 6, 1978, 92 Stat. 2674.)

REFERENCES IN TEXT

The Bankruptcy Act, referred to in text, is act July
1, 1898, ch. 541, 30 Stat. 544, as amended, which was clas-
sified generally to Title 11, Bankruptcy. The Act was
repealed effective Oct. 1, 1979, by Pub. L. 95–598,
§§ 401(a), 402(a), Nov. 6, 1978, 92 Stat. 2682, section 101 of
which enacted revised Title 11.

AMENDMENTS

1978—Pub. L. 95–598 substituted ‘‘Bankruptcy Act or
under title 11’’ for ‘‘Act entitled ‘An Act to establish a
uniform system of bankruptcy throughout the United
States’ ’’.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment effective Oct. 1, 1979, see section 402(a) of
Pub. L. 95–598, set out as an Effective Date note preced-
ing section 101 of Title 11, Bankruptcy.

TRANSFER OF FUNCTIONS

All functions of all officers, agencies, and employees
of the Department of Agriculture were transferred,
with certain exceptions, to the Secretary of Agri-
culture by Reorg. Plan No. 2 of 1953, § 1, eff. June 4, 1953,
18 F.R. 3219, 67 Stat. 633, set out in the Appendix to
Title 5, Government Organization and Employees.

EXCEPTIONS FROM TRANSFER OF FUNCTIONS

Functions of Corporations of Department of Agri-
culture, boards of directors and officers of such cor-
porations, Advisory Board of Commodity Credit Cor-
poration, and Farm Credit Administration or any agen-
cy, officer, or entity of, under, or subject to supervision
of said Administration excepted from functions of offi-
cers, agencies, and employees transferred to Secretary
of Agriculture by Reorg. Plan No. 2 of 1953, § 1, eff. June
4, 1953, 18 F.R. 3219, 67 Stat. 633, set out in the Appendix
to Title 5, Government Organization and Employees.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 18 sections 217, 1026.

§ 1150a. Farm loans to which chapter is applica-
ble

The provisions of this chapter shall apply to
any indebtedness of farmers arising from loans
or payments made or credit extended to them
under any of the following Acts or programs: (a)
July 1, 1918 (40 Stat. 635); March 3, 1921 (41 Stat.
1347); March 20, 1922 (42 Stat. 467); April 26, 1924
(43 Stat. 110); February 25, 1927 (44 Stat. 1245);
February 28, 1927 (44 Stat., part II, 1251); Feb-
ruary 25, 1929 (45 Stat. 1306), as amended May 17,
1929 (46 Stat. 3); March 3, 1930 (46 Stat. 78–79), as
amended April 24, 1930 (46 Stat. 254); December
20, 1930 (46 Stat. 1032), as amended February 14,
1931 (46 Stat. 1160); February 23, 1931 (46 Stat.
1276); January 22, 1932 (47 Stat. 5); March 3, 1932
(47 Stat. 60); February 4, 1933 (47 Stat. 795); Feb-
ruary 23, 1934 (48 Stat. 354); June 19, 1934 (48 Stat.
1056); February 20, 1935 (49 Stat. 28); March 21,
1935 (49 Stat. 50); April 8, 1935 (49 Stat. 115); (Ex-
ecutive Order Numbered 7305); January 29, 1937
(50 Stat. 5); and February 4, 1938 (52 Stat. 27); (b)
Agricultural Adjustment Act (of 1933); Bankhead

Cotton Act of April 21, 1934, on account of the
several cotton tax-exemption certificate pools;
Jones-Connally Cattle Act of April 7, 1934; Emer-
gency Appropriation Act, fiscal year 1935, ap-
proved June 19, 1934; Kerr Tobacco Act of June
28, 1934, and Public Resolution Numbered 76, ap-
proved March 14, 1936; section 32 of the Act of
August 24, 1935, and related legislation; Supple-
mental Appropriation Act, fiscal year 1936; sec-
tions 7 to 17 of the Soil Conservation and Do-
mestic Allotment Act; Sugar Act of 1937; sec-
tions 303 and 381(a) of the Agricultural Adjust-
ment Act of 1938 and related or subsequent legis-
lation authorizing parity or price adjustment
payments; title IV and title V of the Agricul-
tural Adjustment Act of 1938 and related legisla-
tion; any amendment to any of the foregoing
Acts heretofore and any other Act of Congress
heretofore enacted authorizing payments to
farmers under programs administered through
the Agricultural Adjustment Agency; (c) Loans
made by or through the Resettlement Adminis-
tration of the Farm Security Administration
out of funds appropriated or made available by
or pursuant to the following Acts; April 8, 1935
(49 Stat. 115); June 22, 1936 (49 Stat. 1608); Feb-
ruary 9, 1937 (50 Stat. 8); June 29, 1937 (50 Stat.
352); The Bankhead-Jones Farm Tenant Act,
July 22, 1937 (50 Stat. 522 et seq.); the Water Fa-
cilities Act of August 28, 1937 (50 Stat. 869 et
seq.); March 2, 1938 (52 Stat. 83, Public Resolu-
tion Numbered 80); June 21, 1938 (52 Stat. 809);
June 30, 1939 (53 Stat. 927); June 26, 1940 (Public
Resolution Numbered 88); flood-restoration
loans, Second Deficiency Appropriation Act, 1943
(57 Stat. 537, 542); and subsequent legislation ap-
propriating or making available funds for such
loans; commodity loan, purchase, sale, and
other programs of the Commodity Credit Cor-
poration; and crop-insurance programs formu-
lated pursuant to title V of the Agricultural Ad-
justment Act of 1938 (the Federal Crop Insurance
Act), and any amendment or supplement thereto
heretofore or hereafter enacted. This chapter
shall also apply to any indebtedness of farmers
evidenced by notes or accounts receivable, title
to which has been acquired in the liquidation of
loans to cooperative associations made under
the provisions of the Act of June 15, 1929 (46
Stat. 11).

(Dec. 20, 1944, ch. 623, § 2, 58 Stat. 836.)

REFERENCES IN TEXT

Act of January 22, 1932 (47 Stat. 5), referred to in text,
is act Jan. 22, 1932, ch. 8, 47 Stat. 5, as amended, known
as the Reconstruction Finance Corporation Act, which
was formerly classified to chapter 14 (§ 601 et seq.) of
Title 15, Commerce and Trade, and which has been
eliminated from the Code. For complete classification
of this Act prior to its elimination from the Code, see
Tables.

Act of March 3, 1932 (47 Stat. 60), referred to in text,
is act Mar. 3, 1932, ch. 70, 47 Stat. 60, which is classified
generally to chapter 10 (§ 1401 et seq.) of this title. For
complete classification of this Act to the Code, see
Tables.

Act of April 8, 1935 (49 Stat. 115), and (Executive Order
Numbered 7305), referred to in text, mean act Apr. 8,
1935, ch. 48, 49 Stat. 115, and Ex. Ord. No. 7305, Feb. 28,
1936, respectively, which were formerly classified to
Chapter 16 (§ 721 et seq.) of Title 15, as legislation sup-
plementary to the Federal Emergency Relief Act of
1933. Such provisions have been eliminated from the
Code.



Page 250TITLE 12—BANKS AND BANKING§ 1150a

Act of June 19, 1934 (48 Stat. 1056), referred to in text,
probably means act June 19, 1934, ch. 648, title II, § 1, 48
Stat. 1056. See References in Text note for the Emer-
gency Appropriation Act, fiscal year 1935, below.

Act of January 29, 1937 (50 Stat. 5), referred to in text,
is act Jan. 29, 1937, ch. 7, 50 Stat. 5, which was formerly
classified to subchapter II–B (§ 1020i et seq.) of chapter
7 of this title, and which was repealed by act Aug. 14,
1946, ch. 964, § 2(a)(2), 60 Stat. 1062.

The Agricultural Adjustment Act (of 1933), referred to
in text, probably means title I of act May 12, 1933, ch.
25, 48 Stat. 31, as amended, known as the Agricultural
Adjustment Act, which is classified generally to chap-
ter 26 (§ 601 et seq.) of Title 7, Agriculture. For complete
classification of this Act to the Code, see Short Title
note set out under section 601 of Title 7 and Tables.

The Bankhead Cotton Act of April 21, 1934, referred to
in text, is act Apr. 21, 1934, ch. 157, 48 Stat. 598, as
amended, which is classified generally to chapter 27
(§ 701 et seq.) of Title 7. The Bankhead Cotton Act was
substantially repealed by act Feb. 10, 1936, ch. 42, 49
Stat. 1106. For complete classification of this Act to
the Code, see Tables.

The Jones-Connally Cattle Act of April 7, 1934, re-
ferred to in text, is act Apr. 7, 1934, ch. 103, 48 Stat. 528,
which is classified to sections 608, 608b, 609, 611, 612, and
612a of Title 7. For complete classification of this Act
to the Code, see Tables.

Emergency Appropriation Act, fiscal year 1935, ap-
proved June 19, 1934, referred to in text, is act June 19,
1934, ch. 648, title II, 48 Stat. 1055, relevant provisions
of which were classified to sections 604 and 605 of Title
7, and section 59 of former Title 49, Transportation.
Section 605 of Title 7 was repealed by act June 30, 1947,
ch. 166, title II, § 206(d), 61 Stat. 208, and section 59 of
former Title 49, was repealed by Pub. L. 95–473, § 4(b),
Oct. 17, 1978, 92 Stat. 1466, the first section of which en-
acted subtitle IV (§ 10101 et seq.) of Title 49, Transpor-
tation. For complete classification of this Act to the
Code, see Tables.

The Kerr Tobacco Act of June 28, 1934, referred to in
text, is act June 28, 1934, ch. 866, §§ 1 to 16, 48 Stat. 1275,
as amended, which was formerly classified to chapter 28
(§ 751 et seq.) of Title 7, and which was repealed by act
Feb. 10, 1936, ch. 42, 49 Stat. 1106.

Section 32 of the Act of August 24, 1935, referred to in
text, is classified to section 612c of Title 7.

Supplemental Appropriation Act, fiscal year 1936, re-
ferred to in text, is act Feb. 11, 1936, ch. 49, 49 Stat. 1134,
provisions of which were formerly classified to chapter
16 (§ 721 et seq.) of Title 15, Commerce and Trade, as leg-
islation supplementary to the Federal Emergency Re-
lief Act of 1933. Such provisions have been eliminated
from the Code. For complete classification of this Act
to the Code, see Tables.

Sections 7 to 17 of the Soil Conservation and Domes-
tic Allotment Act, referred to in text, are classified to
sections 590g, 590h, 590i, and 590j to 590q of Title 16, Con-
servation. Section 16 of the Act, classified to section
590p of Title 16, was repealed by Pub. L. 104–127, title
III, § 336(b)(1), Apr. 4, 1996, 110 Stat. 1006.

The Sugar Act of 1937, referred to in text, is act Sept.
1, 1937, ch. 898, 50 Stat. 903, which was formerly classi-
fied to chapter 34 (§ 1100 et seq.) of Title 7, Agriculture.
The Sugar Act of 1937 expired on Dec. 31, 1947, and was
superseded by the Sugar Act of 1948, which in turn ex-
pired on Dec. 31, 1974, and which has now been elimi-
nated from the Code. For complete classification of the
Sugar Act of 1937 to the Code prior to its expiration,
see Tables.

Sections 303 and 381(a) of the Agricultural Adjust-
ment Act of 1938, referred to in text, are classified to
sections 1303 and 1381(a), respectively, of Title 7. Sec-
tion 1381 of Title 7, was omitted from the Code.

The Agricultural Adjustment Act of 1938, referred to
in text, is act Feb. 16, 1938, ch. 30, 52 Stat. 31, as amend-
ed. Title IV of the Act was formerly classified to sub-
chapter III (§ 1401 et seq.) of chapter 35 of Title 7, and
has been eliminated from the Code. Title V of the Act,
known as the Federal Crop Insurance Act, is classified

generally to chapter 36 (§ 1501 et seq.) of Title 7. For
complete classification of these Acts to the Code, see
sections 1281 and 1501 of Title 7 and Tables.

Act of June 22, 1936 (49 Stat. 1608), referred to in text,
probably means act June 22, 1936, ch. 689, title II, 49
Stat. 1608, provisions of which were formerly classified
to chapter 16 (§ 721 et seq.) of Title 15, Commerce and
Trade, as legislation supplementary to the Federal
Emergency Relief Act of 1933. Such provisions have
been eliminated from the Code.

Act of June 29, 1937 (50 Stat. 352), referred to in text,
probably means act June 29, 1937, ch. 401, 50 Stat. 357,
provisions of which were formerly classified to chapter
16 (§ 721 et seq.) of Title 15, as legislation supplementary
to the Federal Emergency Relief Act of 1933. Such pro-
visions have been eliminated from the Code. For com-
plete classification of this Act to the Code, see Tables.

The Bankhead-Jones Farm Tenant Act, referred to in
text, is act July 22, 1937, ch. 517, 50 Stat. 522, as amend-
ed, which is classified generally to chapter 33 (§ 1000 et
seq.) of Title 7, Agriculture. For complete classification
of this Act to the Code, see section 1000 of Title 7 and
Tables.

The Water Facilities Act of August 28, 1937 (50 Stat.
869 et seq.), referred to in text, is act Aug. 28, 1937, ch.
870, 50 Stat. 869, which was formerly classified to sec-
tions 590r to 590x–4 of Title 16, Conservation, and was
repealed by section 341(a) of Pub. L. 87–128, title III,
Aug. 8, 1961, 75 Stat. 318. See chapter 50 (§ 1921 et seq.)
of Title 7, Agriculture.

Acts of March 2, 1938 (52 Stat. 83, Public Resolution
Numbered 80), June 21, 1938 (52 Stat. 809), and June 30,
1939 (53 Stat. 927), referred to in text, are acts Mar. 2,
1938, ch. 38, 52 Stat. 83, June 21, 1938, ch. 554, 52 Stat.
809, and June 30, 1939, ch. 252, 53 Stat. 927, respectively,
which were formerly classified to chapter 16 (§ 721 et
seq.) of Title 15, Commerce and Trade, as legislation
supplementary to the Federal Emergency Relief Act of
1933. Such provisions have been eliminated from the
Code.

Act of June 26, 1940 (Public Resolution Numbered 88),
referred to in text, is act June 26, 1940, ch. 432, 54 Stat.
611, provisions of which were formerly classified to sec-
tion 609i of Title 15, and also to chapter 16 (§ 721 et seq.)
of Title 15, as legislation supplementary to the Federal
Emergency Relief Act of 1933. Such provisions have
been eliminated from the Code. For complete classi-
fication of this Act to the Code, see Tables.

Act of June 15, 1929 (46 Stat. 11), referred to in text,
is act June 15, 1929, ch. 24, 46 Stat. 11, as amended,
known as the Agricultural Marketing Act, which is
classified generally to chapter 7A (§ 1141 et seq.) of this
title. For complete classification of this Act to the
Code, see section 1141j(f) of this title and Tables.

TRANSFER OF FUNCTIONS

Functions of all officers, agencies, and employees of
Department of Agriculture transferred, with certain ex-
ceptions, to Secretary of Agriculture by Reorg. Plan
No. 2, of 1953, § 1, eff. June 4, 1953, 18 F.R. 3219, 67 Stat.
633, set out in the Appendix to Title 5, Government Or-
ganization and Employees.

Functions of Agricultural Adjustment Agency and
administration of programs of Commodity Credit Cor-
poration and Federal Crop Insurance Corporation
transferred to Secretary of Agriculture by Reorg. Plan
No. 3 of 1946, § 501, eff. July 16, 1946, 11 F.R. 7877, 60 Stat.
1100, set out in the Appendix to Title 5. See, also, notes
under sections 610 and 1503 of Title 7, Agriculture.

Farm Security Administration abolished, see note
under sections 1001 to 1006 of Title 7, Agriculture.

EXCEPTIONS FROM TRANSFER OF FUNCTIONS

Functions of Corporations of Department of Agri-
culture, boards of directors and officers of such cor-
porations, Advisory Board of Commodity Credit Cor-
poration, and Farm Credit Administration or any agen-
cy, officer, or entity of, under, or subject to supervision
of said Administration excepted from functions of offi-
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cers, agencies, and employees transferred to Secretary
of Agriculture by Reorg. Plan No. 2 of 1953, § 1, eff. June
4, 1953, 18 F.R. 3219, 67 Stat. 633, set out in the Appendix
to Title 5, Government Organization and Employees.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 18 sections 217, 1026.

§ 1150b. Authorization of appropriations

There is authorized to be appropriated, out of
any money in the Treasury not otherwise appro-
priated, such amount as may be necessary to en-
able the Secretary to carry out the provisions of
this chapter, and the current and subsequent ap-
propriations to enable the Secretary to admin-
ister the respective Acts of Congress or pro-
grams to which the aforesaid payments or loans
or extensions of credit relate shall also be avail-
able for the administrative expenses of carrying
out this chapter.

(Dec. 20, 1944, ch. 623, § 3, 58 Stat. 837.)

TRANSFER OF FUNCTIONS

Functions of all officers, agencies, and employees of
Department of Agriculture transferred, with certain ex-
ceptions, to Secretary of Agriculture by Reorg. Plan.
No. 2 of 1953, § 1, eff. June 4, 1953, 18 F.R. 3219, 67 Stat.
633, set out in the Appendix to Title 5, Government Or-
ganization and Employees.

EXCEPTIONS FROM TRANSFER OF FUNCTIONS

Functions of Corporations of Department of Agri-
culture, boards of directors and officers of such cor-
porations, Advisory Board of Commodity Credit Cor-
poration, and Farm Credit Administration or any agen-
cy, officer, or entity of, under, or subject to supervision
of said Administration excepted from functions of offi-
cers, agencies, and employees transferred to Secretary
of Agriculture by Reorg. Plan No. 2 of 1953, § 1, effective
June 4, 1953, 18 F.R. 3219, 67 Stat. 633, set out in the Ap-
pendix to Title 5, Government Organization and Em-
ployees.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 18 sections 217, 1026.

§ 1150c. Self-hauling of hay or other roughages
under hay transportation assistance pro-
gram; liability for or refund of excess pay-
ments; availability of funds for payments

Notwithstanding any other provision of law,
no persons who have received or have owing to
them, prior to September 24, 1980, payments at
rates announced by the Secretary of Agriculture
for self-hauling of hay or other roughages under
the hay transportation assistance program shall
be liable for, or be obligated to refund, any
amount that is determined by the Secretary to
be in excess of the payment computed in accord-
ance with the maximum rate provided by sec-
tion 8 of the Farmer-to-Consumer Direct Mar-
keting Act of 1976: Provided, That the Secretary
determines that such persons have otherwise
complied with the terms and conditions of, and
are otherwise entitled to payments under, the
hay transportation assistance program. Any
payments made pursuant to this section shall be
made out of funds appropriated or otherwise
available on September 24, 1980 for disaster re-
lief.

(Dec. 20, 1944, ch. 623, § 4, as added Pub. L. 96–356,
Sept. 24, 1980, 94 Stat. 1177.)

REFERENCES IN TEXT

Section 8 of the Farmer-to-Consumer Direct Market-
ing Act of 1976, referred to in text, is section 8 of Pub.
L. 94–463, Oct. 8, 1976, 90 Stat. 1983, which is set out as
a note under section 5145 of Title 42, The Public Health
and Welfare.

CODIFICATION

‘‘This section’’ and ‘‘September 24, 1980’’, referred to
in the last sentence, were in the original ‘‘this Act’’
and ‘‘the date of enactment of this Act’’. These ref-
erences were editorially translated as Pub. L. 96–356,
Sept. 24, 1980, 94 Stat. 1177 and the date of enactment
of Pub. L. 96–356, as the probable intent of Congress.

PRIOR PROVISIONS

A prior section 1150c, act Dec. 20, 1944, ch. 623, § 4, 58
Stat. 837, related to false representations, acceptance of
fees, etc., prior to repeal by act June 25, 1948, 645 § 21,
62 Stat. 862, effective Sept. 1, 1948. See sections 217 and
1026 of Title 18, Crimes and Criminal Procedure.

CHAPTER 9�NATIONAL AGRICULTURAL
CREDIT CORPORATIONS

FORMATION

§ 1151. Repealed. Pub. L. 86�230, § 24, Sept. 8,
1959, 73 Stat. 466

Section, act Mar. 4, 1923, ch. 252, title II, § 201, 42 Stat.
1461, related to purpose, incorporators, articles of asso-
ciation and signing and filing thereof.

§ 1151a. Repealed. Pub. L. 92�181, title V, § 5.26(a),
Dec. 10, 1971, 85 Stat. 624

Section, act June 16, 1933, ch. 98, title VII, § 77, 48
Stat. 272, prohibited formation of agricultural credit
corporations after June 16, 1933.

REQUISITES OF ARTICLES AND CERTIFICATE

§§ 1161 to 1163. Repealed. Pub. L. 86�230, § 24,
Sept. 8, 1959, 73 Stat. 466

Sections, act Mar. 4, 1923, ch. 252, title II, § 202(a)–(c),
42 Stat. 1461, related to organization certificate and
contents, name of corporation, and acknowledgment of
organization certificate and articles of association, re-
spectively.

CORPORATE POWERS

§§ 1171, 1172. Repealed. Pub. L. 86�230, § 24, Sept.
8, 1959, 73 Stat. 466

Section 1171, act Mar. 4, 1923, ch. 252, title II, § 202(d),
42 Stat. 1462, related to corporate powers in general, di-
rectors and officers.

Section 1172, acts Mar. 4, 1923, ch. 252, title II, § 203(a),
42 Stat. 1462; Feb. 8, 1927, ch. 74, 44 Stat. 1059, related to
additional powers under regulation of Comptroller.

DEBENTURES AND OTHER OBLIGATIONS;
LIABILITY; SECURITY

§§ 1181, 1182. Repealed. Pub. L. 86�230, § 24, Sept.
8, 1959, 73 Stat. 466

Sections, act Mar. 4, 1923, ch. 252, title II, § 203(b), (c),
42 Stat. 1464, related to liability of United States for
debentures and other obligations issued by credit cor-
porations and additional real-estate security for obliga-
tions, respectively.

LIMITATIONS

§ 1191. Repealed. Pub. L. 86�230, § 24, Sept. 8,
1959, 73 Stat. 466

Section, act Mar. 4, 1923, ch. 252, title II, § 204, 42 Stat.
1464, related to restrictions on amount of indebtedness
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and on advances, etc., to single persons and on dealings
in livestock.

INTEREST RATES

§§ 1201, 1202. Repealed. Pub. L. 86�230, § 24, Sept.
8, 1959, 73 Stat. 466

Sections, act Mar. 4, 1923, ch. 252, title II, § 205(a), (b),
42 Stat. 1464, related to charges on loans and discounts
and exacting unlawful interest, respectively.

CAPITAL STOCK

§§ 1211 to 1215. Repealed. Pub. L. 86�230, § 24,
Sept. 8, 1959, 73 Stat. 466

Sections, act Mar. 4, 1923, ch. 252, title II, § 206(a)–(e),
42 Stat. 1464, related to amount of capital stock and
payment as condition to grant of certificate to do busi-
ness, increase or reduction of capital stock and with-
drawal of paid-in capital, transfer of shares, collection
of unpaid subscriptions, and shareholders voting by
proxy, respectively.

REDISCOUNT CORPORATIONS

§§ 1221 to 1223. Repealed. Pub. L. 86�230, § 24,
Sept. 8, 1959, 73 Stat. 466

Sections, act Mar. 4, 1923, ch. 252, title II, § 207(a)–(c),
42 Stat. 1465, related to rediscount powers, limitation
upon indebtedness and deposit of bonds or securities,
respectively.

PERMIT TO BEGIN BUSINESS

§§ 1231, 1232. Repealed. Pub. L. 86�230, § 24, Sept.
8, 1959, 73 Stat. 466

Sections, act Mar. 4, 1923, ch. 252, title II, § 208(a), (b),
42 Stat. 1466, related to deposit of bonds or obligations
of United States as condition to issue of permit and de-
termination as to grant of permit, respectively.

MISCELLANEOUS ADMINISTRATIVE PROVISIONS

§§ 1241 to 1244. Repealed. Pub. L. 86�230, § 24,
Sept. 8, 1959, 73 Stat. 466

Sections, act Mar. 4, 1923, ch. 252, title II, § 209(a), (b)
(pt.), (c), (d), 42 Stat. 1467, related to supervision by
Comptroller of Currency, assessment of credit corpora-
tions to pay administrative expenses, appointment and
compensation of examiners of National Agricultural
Credit Corporations and laws applicable, and expenses
of examinations, respectively.

§ 1245. Repealed. June 25, 1948, ch. 645, § 21, 62
Stat. 862, eff. Sept. 1, 1948

Section, act Mar. 4, 1923, ch. 252, title II, § 209(e), 42
Stat. 1468, related to loans and gratuities to examiners.
See sections 212 and 213 of Title 18, Crimes and Crimi-
nal Procedure.

§§ 1246, 1247. Repealed. Pub. L. 86�230, § 24, Sept.
8, 1959, 73 Stat. 466

Sections, act Mar. 4, 1923, ch. 252, title II, § 209(f), (g),
42 Stat. 1468, related to reports to Comptroller of Cur-
rency and licenses to act as inspectors of livestock as
basis for loans, suspension or revocation of licenses and
false representations as to holding of license, respec-
tively.

§ 1248. Repealed. June 25, 1948, ch. 645, § 21, 62
Stat. 862, eff. Sept. 1, 1948

Section, act Mar. 4, 1923, ch. 252, title II, § 209(h), 42
Stat. 1468, related to false statements in inspection re-

ports. See section 1014 of Title 18, Crimes and Criminal
Procedure.

§ 1249. Repealed. Pub. L. 86�230, § 24, Sept. 8,
1959, 73 Stat. 466

Section, act Mar. 4, 1923, ch. 252, title II, § 209(i), 42
Stat. 1468, related to allotment to Department of Agri-
culture of amount necessary for administration of func-
tions vested therein.

BANKS OF FEDERAL RESERVE SYSTEM AS
STOCKHOLDERS

§ 1251. Repealed. Pub. L. 86�230, § 24, Sept. 8,
1959, 73 Stat. 466

Section, act Mar. 4, 1923, ch. 252, title II, § 210, 42 Stat.
1469, related to right to file application for stock and
discretion of Comptroller of Currency.

TAXATION

§ 1261. Repealed. Pub. L. 86�230, § 24, Sept. 8,
1959, 73 Stat. 466

Section, act Mar. 4, 1923, ch. 252, title II, § 211, 42 Stat.
1469, related to scope of authority of State to tax.

DEPOSITS

§ 1271. Repealed. Pub. L. 86�230, § 24, Sept. 8,
1959, 73 Stat. 466

Section, act Mar. 4, 1923, ch. 252, title II, § 212, 42 Stat.
1469, related to deposits in Federal reserve member
banks.

CONVERSION OF CORPORATIONS

§§ 1281 to 1283. Repealed. Pub. L. 86�230, § 24,
Sept. 8, 1959, 73 Stat. 466

Sections, act Mar. 4, 1923, ch. 252, title II, § 213(a)–(c),
42 Stat. 1469, related to conversion of State agricultural
or livestock financing corporations into National Agri-
cultural Credit Corporations, articles of association
and organization certificate, and powers, duties, and li-
abilities of converted corporation, respectively.

CONSOLIDATION OF CORPORATIONS

§§ 1291 to 1293. Repealed. Pub. L. 86�230, § 24,
Sept. 8, 1959, 73 Stat. 466

Sections, act Mar. 4, 1923, ch. 252, title II, § 214(a)–(c),
42 Stat. 1470, related to procedure for consolidation and
capital stock, dissenting stockholders, and effect of
consolidation, respectively.

INSOLVENCY, RECEIVERSHIP, AND LIQUIDATION

§§ 1301 to 1303. Repealed. Pub. L. 86�230, § 24,
Sept. 8, 1959, 73 Stat. 466

Sections, act Mar. 4, 1923, ch. 252, title II, § 215(a)–(c),
42 Stat. 1471, related to appointment and powers of re-
ceiver, appointment and powers of shareholders’
agents, and voluntary liquidation, respectively.

PENALTY PROVISIONS

§§ 1311 to 1318. Repealed. June 25, 1948, ch. 645,
§ 21, 62 Stat. 862, eff. Sept. 1, 1948

Section 1311, act Mar. 4, 1923, ch. 252, title II, § 216(a),
42 Stat. 1471, related to various criminal acts of offi-
cers, employees, or agents. See section 709 of Title 18,
Crimes and Criminal Procedure.

Section 1312, act Mar. 4, 1923, ch. 252, title II, § 216(b),
42 Stat. 1472, related to false statements. See section
1014 of Title 18.
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Section 1313, act Mar. 4, 1923, ch. 252, title II, § 216(c),
42 Stat. 1472, related to overvaluation of property of-
fered as security. See section 1014 of Title 18.

Section 1314, act Mar. 4, 1923, ch. 252, title II, § 216(d),
42 Stat. 1472, related to offenses by examiners. See sec-
tions 213, 1908, and 1909 of Title 18.

Section 1315, act Mar. 4, 1923, ch. 252, title II, § 216(e),
42 Stat. 1472, related to acceptance of gifts by officers.
See section 215 of Title 18.

Section 1316, act Mar. 4, 1923, ch. 252, title II, § 216(f),
42 Stat. 1473, related to forgery, etc. See section 493 of
Title 18.

Section 1317, act Mar. 4, 1923, ch. 252, title II, § 216(g),
42 Stat. 1473, related to false representations as to de-
bentures. See section 1013 of Title 18.

Section 1318, act Mar. 4, 1923, ch. 252, title II, § 216(h),
42 Stat. 1473, related to unlawful use of words ‘‘National
Agricultural Credit Corporation’’. See section 709 of
Title 18.

PARTIAL INVALIDITY; AMENDMENTS AND
REPEALS

§ 1321. Omitted

CODIFICATION

Section, act Mar. 4, 1923, ch. 252, title V, § 507, 42 Stat.
1482, related to partial invalidity of chapter.

§ 1322. Repealed. Pub. L. 86�230, § 24, Sept. 8,
1959, 73 Stat. 466

Section, act Mar. 4, 1923, ch. 252, title II, § 217, 42 Stat.
1473, related to amendment or repeal of chapter.

CHAPTER 10�LOCAL AGRICULTURAL-CRED-
IT CORPORATIONS, LIVESTOCK-LOAN
COMPANIES AND LIKE ORGANIZATIONS;
LOANS TO INDIVIDUALS TO AID IN FOR-
MATION OR TO INCREASE CAPITAL STOCK

Sec.
1401. Authorization of loans by Governor of Farm

Credit Administration; regulations.
1402. Limitations on loans; financial structure of

corporation, approval.
(a) Limitation on loans to individual

stockholders.
(b) Approval of financial structure of cor-

poration by Governor of Farm Cred-
it Administration.

1403. Minimum paid-in capital stock required to
warrant loans.

1404. Authorization of appropriations; revolving
fund.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in section 1150a of this
title.

§ 1401. Authorization of loans by Governor of
Farm Credit Administration; regulations

The Governor of the Farm Credit Administra-
tion is authorized to make advances or loans to
individuals, under such regulations as he may
prescribe, for the purpose of assisting in forming
local agricultural-credit corporations, livestock-
loan companies, or like organizations, or of in-
creasing the capital stock of such corporations,
companies, or organizations qualified to do busi-
ness with Federal intermediate credit banks, or
to which such privileges may be extended.

(Mar. 3, 1932, ch. 70, § 1, 47 Stat. 60; Ex. Ord. No.
6084, Mar. 27, 1933.)

TRANSFER OF FUNCTIONS

Establishment of Farm Credit Administration as an
independent agency, composition of Farm Credit Ad-

ministration, appointment of Governor of Farm Credit
Administration, and duties thereof, including duty to
perform functions, etc., of Farm Credit Administration,
see section 2241 et seq. of this title.

‘‘Governor of the Farm Credit Administration’’ sub-
stituted for ‘‘Secretary of Agriculture’’ and other
changes were effected by Ex. Ord. No. 6084, which is set
out preceding section 2241 of this title.

§ 1402. Limitations on loans; financial structure
of corporation, approval

(a) Limitation on loans to individual stockhold-
ers

No loans shall be made to individual stock-
holders on the capital stock of, or to create or
increase the capital stock of such corporation,
company, or organization in an amount in ex-
cess of 75 per centum of the par value of the cap-
ital stock of such corporation, company, or or-
ganization owned by or proposed to be sub-
scribed to by such individual.

(b) Approval of financial structure of corpora-
tion by Governor of Farm Credit Administra-
tion

No loan shall be made upon the capital stock
of any corporation until the Governor of the
Farm Credit Administration shall find that the
financial structure of such corporation is sound
and unimpaired and by him approved, nor shall
any loan be made upon the capital stock of such
corporation until the management of such com-
pany shall be made known to and approved by
the Governor, and the Governor shall have the
right at any time to declare the indebtedness to
the Government that may be created hereunder
due whenever in his judgment the financial
structure of the corporation shall become so im-
paired or the management become so unsatisfac-
tory as to jeopardize the interests of the Govern-
ment.

(Mar. 3, 1932, ch. 70, § 2, 47 Stat. 60; Ex. Ord. No.
6084, Mar. 27, 1933.)

TRANSFER OF FUNCTIONS

Establishment of Farm Credit Administration as an
independent agency, composition of Farm Credit Ad-
ministration, appointment of Governor of Farm Credit
Administration, and duties thereof, including duty to
perform functions, etc., of Farm Credit Administration,
see section 2241 et seq. of this title.

‘‘Governor of the Farm Credit Administration’’ and
‘‘Governor’’ substituted for ‘‘Secretary of Agriculture’’
and ‘‘Secretary’’, respectively, and other changes were
effected by Ex. Ord. No. 6084, which is set out preceding
section 2241 of this title.

§ 1403. Minimum paid-in capital stock required
to warrant loans

No loan or advance shall be made to any indi-
vidual upon the capital stock of or to create or
increase the capital stock of any corporation,
unless the paid-in capital stock of such corpora-
tion shall be at least $10,000.

(Mar. 3, 1932, ch. 70, § 3, 47 Stat. 60.)

§ 1404. Authorization of appropriations; revolv-
ing fund

To carry out the provisions of this chapter, in-
cluding all expenses incurred thereunder, there
are authorized to be appropriated, out of the un-
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expended balances of appropriations made to
carry out the provisions of Public Resolution
Numbered 112, Seventy-first Congress (46 Stat.
1032), as amended by the Interior Department
Appropriation Act for the fiscal year ending
June 30, 1932, and as amended by Public Resolu-
tion Numbered 120 (46 Stat. 1167), and out of the
collections from loans made under Public Reso-
lution Numbered 112, as so amended, a sum not
exceeding $10,000,000, which sum shall be paid
into a revolving fund. Not to exceed 2 per cen-
tum of such fund may be used for expenses of ad-
ministration. All moneys received from time to
time upon the repayment of any advance or loan
made pursuant to this chapter, together with
the interest, shall be paid into the revolving
fund and shall thereafter be available for the
purposes and in the manner hereinbefore pro-
vided.

(Mar. 3, 1932, ch. 70, § 4, 47 Stat. 60.)

CHAPTER 11�FEDERAL HOME LOAN BANKS

Sec.
1421. Short title.
1422. Definitions.
1422a. Federal Housing Finance Board.

(a) Establishment.
(b) Management.
(c) Chairperson; transitional provisions.
(d) Vacancies.

1422b. Powers and duties.
(a) General powers.
(b) Staff.
(c) Receipts of Board.
(d) Annual report.

1423. Federal Home Loan Bank districts; number
and boundaries; establishment of Federal
Home Loan Banks; names.

1424. Eligibility for membership.
(a) Criteria for eligibility.
(b) Location requirement.
(c) Inspection and regulation require-

ments.
1425 to 1425b. Repealed.
1426. Capital structure of Federal home loan

banks.
(a) Regulations.
(b) Capital structure plan.
(c) Contents of plan.
(d) Termination of membership.
(e) Redemption of excess stock.
(f) Impairment of capital.
(g) Rejoining after divestiture of all

shares.
(h) Treatment of retained earnings.

1427. Directors.
(a) Number; appointment and election;

qualifications; conflicts of interest.
(b) Elective directorships; qualifications;

nominations and election.
(c) Apportionment among States in bank

district; designation of State loca-
tion.

(d) Terms; rules and regulations govern-
ing nominations and elections.

(e) Continuation of existing terms; direc-
torship for the Commonwealth of
Puerto Rico.

(f) Vacancies.
(g) Chairperson and Vice Chairperson.
(h) Appointment where members hold

less than $1,000,000 of capital stock.
(i) Directors’ compensation.
(j) Duties of directors.

(k) Indemnification of directors, officers,
and employees.

Sec.
1428. Examination of State laws, regulations, and

procedures; studies of values, etc.
1428a. Repealed.
1429. Eligibility to secure advances.
1430. Advances to members.

(a) In general.
(b) Appraisals and other investigations;

acceptance of home mortgages as
collateral security only by formal
Board resolution.

(c) Notes of borrowing members; interest
rate; lien on stock.

(d) Obligation to repay; additional secu-
rity; sale of advances to other
banks.

(e) Priority of certain secured interests.
(g) Community support requirements.
(h) Special liquidity advances.
(i) Community investment program.
(j) Affordable housing program.

1430a. Omitted.
1430b. Advances to nonmember mortgagee; terms

and conditions.
(a) In general.
(b) Exception.

1431. Powers and duties of banks.
(a) Borrowing money; issuing bonds and

debentures; general powers.
(b) Issuance of consolidated Federal

Home Loan Bank debentures; re-
strictions.

(c) Issuance of Federal Home Loan Bank
bonds.

(d) Additional or substituted collateral
on adjustment of equities.

(e) Acceptance of deposits; restrictions
on transaction of banking business;
collection and settlement of checks,
drafts, etc.; charges; rules and regu-
lations.

(f) Rediscount of notes held by other
banks; purchase of bonds of other
banks.

(g) Reserves.
(h) Investment of surplus funds.
(i) Treasury purchase of banks’ obliga-

tions; exercise of authority.
(j) Audits.

(k) Bank losses to Deposit Insurance
Fund.

1432. Incorporation of banks; corporate powers;
housing project loans.

1433. Exemption from taxation; obligations accept-
able as credit on debt of home owner.

1434. Depositaries of public money; financial
agents.

1435. Obligations as lawful investments; liability of
United States for debentures, etc., issued by
banks.

1436. Reserves and dividends; emergency suspen-
sions of requirements.

(a) Accumulation and maintenance of re-
serves; payment of dividends.

(b) Assistance to member institutions in
event of severe financial conditions.

(c) Exception in case of losses in connec-
tion with Financing Corporation
stock.

1437. Repealed.
1438. Administrative expenses.

(a) Repealed.
(b) Assessments for administrative ex-

penses.
(c) Quarters and facilities; advances of

funds; obligations of United States;
legal investments; approval of plans
and designs; custody, management,
and control; receipts; expense exclu-
sions; property defined; budget
preparation program; audit; zoning
regulations; delegation of functions;
limitation on obligations.
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Sec.
1438a. Nonadministrative expenses; expenses of

studies and investigations.
1439, 1439–1. Repealed.
1439a. Deposits in special fund; availability for all

purposes of Federal Home Loan Bank Board
and Federal Home Loan Bank Administra-
tion.

1440. Examinations and audits.
1441. Financing Corporation.

(a) Establishment.
(b) Management of Financing Corpora-

tion.
(c) Powers of Financing Corporation.
(d) Capitalization of Financing Corpora-

tion.
(e) Obligations of Financing Corporation.
(f) Sources of funds for interest pay-

ments; Financing Corporation as-
sessment authority.

(g) Use and disposition of assets of Fi-
nancing Corporation not invested in
FSLIC.

(h) Miscellaneous provisions relating to
Financing Corporation.

(i) Termination of Financing Corpora-
tion.

(j) Regulations.
(k) Definitions.

1441a. Thrift Depositor Protection Oversight Board
and Resolution Trust Corporation.

(a) Thrift Depositor Protection Oversight
Board established.

(b) Resolution Trust Corporation estab-
lished.

(c) Disposition of eligible residential
properties.

(d) National and regional advisory
boards.

(e) Institutions organized by Corpora-
tion.

(f) Limitation on certain Corporation ac-
tivities.

(g) Exemption from State and local tax-
ation.

(h) Guarantees of FSLIC.
(i) Funding.
(j) Maximum amount limitations on out-

standing obligations.
(k) Reporting and disclosure obligations.
(l) Power to remove; jurisdiction.

(m) Termination.
(n) Conflict of interest.
(o) Status of employees.
(p) Management enhancement goals.
(q) RTC, Thrift Depositor Protection

Oversight Board, and RTC contrac-
tor employee protection remedy.

(r) Review and evaluation procedure for
contracts.

(s) Acquisition of branch facilities in mi-
nority neighborhoods.

(t) Assistance under circumstances for
acquisition of majority-owned insti-
tutions.

(u) Minority interim capital assistance
program.

(v) Continuation of obligation to provide
services.

(w) RTC management reforms.
(x) Limitation on excessive compensa-

tion and cash awards.
(y) Authority to execute contracts.
(z) Additional contracting requirements.

1441a–1. Definitions.
1441a–2. Authorization for State housing finance agen-

cies and nonprofit entities to purchase
mortgage-related assets.

(a) Authorization.
(b) Investment requirement.

Sec.
1441a–3. RTC and FDIC properties.

(a) Reports.
(b) Limitation on transfer.
(c) Definitions.

1441b. Resolution Funding Corporation established.
(a) Purpose.
(b) Establishment.
(c) Management of Funding Corporation.
(d) Powers of Funding Corporation.
(e) Capitalization of Funding Corpora-

tion, etc.
(f) Obligations of Funding Corporation.
(g) Use and disposition of assets of Fund-

ing Corporation not transferred to
Resolution Trust Corporation.

(h) Miscellaneous provisions.
(i) Annual report.
(j) Termination of Funding Corporation.

(k) Definitions.
(l) Regulations.

1442. Member financial information.
(a) In general.
(b) Consent by members.

1442a. Repealed.
1443. Forms of bank stock and obligations.
1444. Eligibility to membership in banks.
1445. Succession of Federal Home Loan Banks.
1446. Liquidation or reorganization; acquisition of

assets by other banks; assumption of liabil-
ities.

1447. Repealed.
1448. Effect of partial invalidity of chapter.
1449. Reservation of right to amend or repeal chap-

ter.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 1464, 4501 of
this title.

§ 1421. Short title

This chapter may be cited as the ‘‘Federal
Home Loan Bank Act.’’

(July 22, 1932, ch. 522, § 1, 47 Stat. 725.)

SHORT TITLE OF 1999 AMENDMENT

Pub. L. 106–102, title VI, § 601, Nov. 12, 1999, 113 Stat.
1450, provided that: ‘‘This title [amending sections 250,
1422, 1422b, 1424, 1426, 1427, 1429, 1430, 1432, 1436, 1438,
1441b, 1464, and 1467a of this title, repealing sections
1442a and 1447 of this title, and enacting provisions set
out as a note under section 1441b of this title] may be
cited as the ‘Federal Home Loan Bank System Mod-
ernization Act of 1999’.’’

SHORT TITLE OF 1993 AMENDMENT

Pub. L. 103–204, § 1(a), Dec. 17, 1993, 107 Stat. 2369, pro-
vided that: ‘‘This Act [enacting section 1447 of this title
and section 8C of the Inspector General Act of 1978,
Pub. L. 95–452, set out in the Appendix to Title 5, Gov-
ernment Organization and Employees, amending sec-
tions 1441a, 1811, 1813, 1815, 1817, 1818, 1821, 1822, 1824,
1831j, and 1831q of this title, sections 5314 and 5315 of
Title 5, and sections 8D to 8G and 11 of the Inspector
General Act of 1978, Pub. L. 95–452, set out in the Ap-
pendix to Title 5, enacting provisions set out as notes
under sections 1441a, 1811, 1817, 1821, 1822, 1827, and 1831q
of this title and section 3 of the Inspector General Act
of 1978, Pub. L. 95–452, set out in the Appendix to Title
5, and amending provisions set out as notes under sec-
tion 396f of Title 16, Conservation, and section 1611 of
Title 43, Public Lands] may be cited as the ‘Resolution
Trust Corporation Completion Act’.’’

SHORT TITLE OF 1991 AMENDMENTS

Pub. L. 102–233, § 1, Dec. 12, 1991, 105 Stat. 1761, pro-
vided that: ‘‘This Act [enacting section 2907 of this
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title, amending sections 1441, 1441a, 1441b, 1786, 1818,
1821, 1821a, 1833b, 1833e, 3345, and 3348 of this title, sec-
tions 5313 and 5314 of Title 5, Government Organization
and Employees, and section 11 of the Inspector General
Act of 1978, Pub. L. 95–452, set out in the Appendix to
Title 5, enacting provisions set out as notes under this
section and sections 1441, 1441a, and 1831n of this title,
and amending provisions set out as notes under sec-
tions 1437 and 1441a of this title] may be cited as the
‘Resolution Trust Corporation Refinancing, Restruc-
turing, and Improvement Act of 1991’.’’

Pub. L. 102–233, title III, § 301, Dec. 12, 1991, 105 Stat.
1767, provided that: ‘‘This title [amending sections 1441,
1441a, 1441b, 1786, 1818, 1821, 1833b, and 1833e of this title,
sections 5313 and 5314 of Title 5, Government Organiza-
tion and Employees, and section 11 of the Inspector
General Act of 1978, Pub. L. 95–452, set out in the Ap-
pendix to Title 5, enacting provisions set out as notes
under sections 1441 and 1441a of this title, and amend-
ing provisions set out as notes under sections 1437 and
1441a of this title] may be cited as the ‘Resolution
Trust Corporation Thrift Depositor Protection Reform
Act of 1991’.’’

Pub. L. 102–18, § 1, Mar. 23, 1991, 105 Stat. 58, provided
that: ‘‘This Act [amending sections 1441a and 1812 of
this title and enacting provisions set out as notes
under section 1441a of this title] may be cited as the
‘Resolution Trust Corporation Funding Act of 1991’.’’

§ 1422. Definitions

As used in this chapter—
(1) BOARD.—The terms ‘‘Finance Board’’ and

‘‘Board’’ mean the Federal Housing Finance
Board established under section 1422a of this
title.

(2)(A) BANK.—The term ‘‘Federal Home Loan
Bank’’ or ‘‘Bank’’ means a bank established
under the authority of this chapter.

(B) BANK SYSTEM.—The term ‘‘Federal Home
Loan Bank System’’ means the Federal Home
Loan Banks under the supervision of the
Board.

(3) STATE.—The term ‘‘State’’, in addition to
the States of the United States, includes the
District of Columbia, Guam, Puerto Rico, the
United States Virgin Islands, American
Samoa, and the Commonwealth of the North-
ern Mariana Islands.

(4) The term ‘‘member’’ means any institu-
tion which has subscribed for the stock of a
Federal Home Loan Bank.

(5) The term ‘‘home mortgage loan’’ means a
loan made by a member upon the security of a
home mortgage.

(6) The term ‘‘home mortgage’’ means a
mortgage upon real estate, in fee simple, or on
a leasehold (1) under a lease for not less than
ninety-nine years which is renewable or (2)
under a lease having a period of not less than
fifty years to run from the date the mortgage
was executed, upon which is located, or which
comprises or includes, one or more homes or
other dwelling units, all of which may be de-
fined by the Board and shall include, in addi-
tion to first mortgages, such classes of first
liens as are commonly given to secure ad-
vances on real estate by institutions author-
ized under this chapter to become members,
under the laws of the State in which the real
estate is located, together with the credit in-
struments, if any, secured thereby.

(7) The term ‘‘unpaid principal,’’ when used
in respect of a loan secured by a home mort-
gage means the principal thereof less the sum

of (1) payments made on such principal, and (2)
in cases where shares or stock are pledged as
security for the loan, the payments made on
such shares or stock plus earnings or dividends
apportioned or credited thereon.

(8) An ‘‘amortized’’ or ‘‘installment’’ home
mortgage loan shall, for the purposes of this
chapter, be a home mortgage loan to be repaid
or liquidated in not less than eight years by
means of regular weekly, monthly, or quar-
terly payments made directly in reduction of
the debt or upon stock or shares pledged as
collateral for the repayment of such loan.

(9) SAVINGS ASSOCIATION.—The term ‘‘savings
association’’ has the meaning given to such
term in section 3 of the Federal Deposit Insur-
ance Act [12 U.S.C. 1813].

(10) CHAIRPERSON.—The term ‘‘Chairperson’’
means the Chairperson of the Board.

(11) SECRETARY.—The term ‘‘Secretary’’
means the Secretary of Housing and Urban De-
velopment.

(12) INSURED DEPOSITORY INSTITUTION.—The
term ‘‘insured depository institution’’ means—

(A) an insured depository institution (as
defined in section 3 of the Federal Deposit
Insurance Act [12 U.S.C. 1813]), and

(B) except as used in sections 1441a and
1441b of this title, an insured credit union (as
defined in section 1752 of this title).

(13) COMMUNITY FINANCIAL INSTITUTION.—
(A) IN GENERAL.—The term ‘‘community fi-

nancial institution’’ means a member—
(i) the deposits of which are insured

under the Federal Deposit Insurance Act
[12 U.S.C. 1811 et seq.]; and

(ii) that has, as of the date of the trans-
action at issue, less than $500,000,000 in av-
erage total assets, based on an average of
total assets over the 3 years preceding that
date.

(B) ADJUSTMENTS.—The $500,000,000 limit
referred to in subparagraph (A)(ii) shall be
adjusted annually by the Finance Board,
based on the annual percentage increase, if
any, in the Consumer Price Index for all
urban consumers, as published by the De-
partment of Labor.

(July 22, 1932, ch. 522, § 2, 47 Stat. 725; June 27,
1934, ch. 847, § 507, 48 Stat. 1264; May 28, 1935, ch.
150, § 1, 49 Stat. 293; July 14, 1952, ch. 723, § 10(c),
66 Stat. 604; Pub. L. 86–70, § 9(a), June 25, 1959, 73
Stat. 142; Pub. L. 86–624, § 5(a), July 12, 1960, 74
Stat. 411; Pub. L. 87–779, § 2(a), Oct. 9, 1962, 76
Stat. 779; Pub. L. 101–73, title VII, §§ 701(a),
710(b)(1), Aug. 9, 1989, 103 Stat. 411, 418; Pub. L.
106–102, title VI, § 602, Nov. 12, 1999, 113 Stat.
1450.)

REFERENCES IN TEXT

The Federal Deposit Insurance Act, referred to in par.
(13)(A)(i), is act Sept. 21, 1950, ch. 967, § 2, 64 Stat. 873,
as amended, which is classified generally to chapter 16
(§ 1811 et seq.) of this title. For complete classification
of this Act to the Code, see Short Title note set out
under section 1811 of this title and Tables.

AMENDMENTS

1999—Par. (1). Pub. L. 106–102, § 602(1), substituted
‘‘terms ‘Finance Board’ and ‘Board’ mean’’ for ‘‘term
‘Board’ means’’.
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Par. (3). Pub. L. 106–102, § 602(2), added par. (3) and
struck out former par. (3) which read as follows: ‘‘The
term ‘State’ includes the District of Columbia, Guam,
Puerto Rico, and the Virgin Islands of the United
States.’’

Par. (13). Pub. L. 106–102, § 602(3), added par. (13).
1989—Pars. (1), (2). Pub. L. 101–73, § 701(a)(1), added

pars. (1) and (2) and struck out former pars. (1) and (2)
which defined ‘‘board’’ and ‘‘Federal Home Loan
Bank’’.

Par. (4). Pub. L. 101–73, § 701(a)(2), which directed
amendment of par. (4) by striking out ‘‘(except when
used in reference to the member of the Board)’’ after
‘‘ ‘member’ ’’, was executed by striking out ‘‘(except
when used in reference to a member of the board)’’ as
the probable intent of Congress.

Par. (5). Pub. L. 101–73, § 710(b)(1), struck out ‘‘or a
nonmember borrower’’ after ‘‘member’’.

Pars. (9) to (12). Pub. L. 101–73, § 701(a)(3), added pars.
(9) to (12) and struck out former par. (9) which read as
follows: ‘‘The term ‘nonmember borrower’ includes an
institution authorized to secure advances from a Fed-
eral Home Loan Bank under the provisions of sub-
section (e) of section 1426 of this title.’’

1962—Subsec. (6). Pub. L. 87–779 substituted ‘‘upon
which is located, or which comprises or includes, one or
more homes or other dwelling units, all of which may
be defined by the Board’’ for ‘‘upon which there is lo-
cated a dwelling for not more than four families’’.

1960—Subsec. (3). Pub. L. 86–624 struck out reference
to Territory of Hawaii.

1959—Subsec. (3). Pub. L. 86–70 substituted ‘‘Territory
of Hawaii’’ for ‘‘Territories of Alaska and Hawaii’’.

1952—Subsec. (3). Act July 14, 1952, inserted ‘‘Guam,’’.
1935—Subsec. (6). Act May 28, 1935, substituted ‘‘four

families’’ for ‘‘three families’’.
1934—Subsec. (6). Act June 27, 1934, struck out ‘‘first’’

before ‘‘mortgage’’ and inserted ‘‘or (2) under a lease
having a period of not less than fifty years to run from
the date the mortgage was executed’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 248, 461, 1424,
1735f–7a of this title; title 18 section 20.

§ 1422a. Federal Housing Finance Board

(a) Establishment
(1) In general

There is established the Federal Housing Fi-
nance Board, which shall succeed to the au-
thority of the Federal Home Loan Bank Board
with respect to the Federal Home Loan Banks.

(2) Status
The Board shall be an independent agency in

the executive branch of the Government.

(3) Duties
(A) Safety and soundness

The primary duty of the Board shall be to
ensure that the Federal Home Loan Banks
operate in a financially safe and sound man-
ner.

(B) Other duties
To the extent consistent with subpara-

graph (A), the duties of the Board shall also
be—

(i) to supervise the Federal Home Loan
Banks;

(ii) to ensure that the Federal Home
Loan Banks carry out their housing fi-
nance mission; and

(iii) to ensure that the Federal Home
Loan Banks remain adequately capitalized

and able to raise funds in the capital mar-
kets.

(b) Management
(1) In general

The management of the Board shall be vest-
ed in a Board of Directors consisting of 5 di-
rectors as follows:

(A) The Secretary who shall serve without
additional compensation.

(B) Four citizens of the United States, ap-
pointed by the President, by and with the
advice and consent of the Senate, each of
whom shall hold office for a term of 7 years.

(2) Provisions relating to appointed directors
(A) In general

The directors appointed pursuant to para-
graph (1)(B) shall be from among persons
with extensive experience or training in
housing finance or with a commitment to
providing specialized housing credit. An ap-
pointed director shall not hold any other ap-
pointed office during his or her term as di-
rector. Not more than 3 directors shall be
members of the same political party. Not
more than 1 appointed director shall be from
any single district of the Federal Home Loan
Bank System. Nominations pursuant to this
subparagraph shall be referred in the Senate
to the Committee on Banking, Housing, and
Urban Affairs.
(B) Consumer representative

At least 1 director shall be chosen from an
organization with more than a 2-year his-
tory of representing consumer or commu-
nity interests on banking services, credit
needs, housing, or financial consumer pro-
tections.
(C) Limitations on conflicts of interest

No director may—
(i) serve as a director or officer of any

Federal Home Loan Bank or any member
of any Bank; or

(ii) hold shares of, or any other financial
interest in, any member of any such Bank.

(D) Clarification of status
(i) In general

The directors appointed pursuant to
paragraph (1)(B) shall serve on a full-time
basis after December 31, 1993.
(ii) Rule of construction

Clause (i) shall not be construed as im-
plying that any other position may be
filled or held on a less than full-time basis.

(3) Initial terms
Notwithstanding paragraph (2), of the direc-

tors first appointed—
(A) one shall be appointed for a term of 1

year;
(B) one shall be appointed for a term of 3

years; and
(C) one shall be appointed for a term of 5

years.
(c) Chairperson; transitional provisions

(1) In general
The President shall designate 1 of the ap-

pointed directors to be the Chairperson of the
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Board. The Chairperson shall designate an-
other director to serve as Acting Chairperson
during the absence or disability of the Chair-
person.
(2) Transitional provision

Beginning on August 9, 1989, until such time
that at least 2 directors are appointed and con-
firmed pursuant to subsection (b) of this sec-
tion, the Secretary shall act for all purposes
and with the full powers of the Board of Direc-
tors. The Secretary may utilize the services of
employees from the Department of Housing
and Urban Development to perform services
for the Board of Directors during such transi-
tion period.

(d) Vacancies
(1) In general

Any vacancy on the Board of Directors shall
be filled in the manner in which the original
appointment was made. Any director ap-
pointed to fill a vacancy occurring before the
expiration of the term for which such direc-
tor’s predecessor was appointed shall be ap-
pointed only for the remainder of such term.
Each director may continue to serve until a
successor has been appointed and qualified.
(2) The Secretary

In the event of a vacancy in the office of
Secretary or during the absence or disability
of the Secretary, the Acting Secretary shall
act as a director in place of the Secretary.

(July 22, 1932, ch. 522, § 2A, as added Pub. L.
101–73, title VII, § 702(a), Aug. 9, 1989, 103 Stat.
413; amended Pub. L. 102–550, title XIII, § 1391,
title XVI, § 1608, Oct. 28, 1992, 106 Stat. 4009, 4089.)

AMENDMENTS

1992—Subsec. (a)(3). Pub. L. 102–550, § 1391, amended
par. (3) generally. Prior to amendment, par. (3) read as
follows: ‘‘The duties of the Board shall be—

‘‘(A) to supervise the Federal Home Loan Banks,
‘‘(B) to ensure that the Federal Home Loan Banks

carry out their housing finance mission,
‘‘(C) to ensure the Federal Home Loan Banks re-

main adequately capitalized and able to raise funds
in the capital markets, and

‘‘(D) to ensure the Federal Home Loan Banks oper-
ate in a safe and sound manner.’’
Subsec. (b)(2)(D). Pub. L. 102–550, § 1608, added subpar.

(D).

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by section 1608 of Pub. L. 102–550 effec-
tive as if included in the Federal Deposit Insurance
Corporation Improvement Act of 1991, Pub. L. 102–242,
as of Dec. 19, 1991, see section 1609(a) of Pub. L. 102–550,
set out as a note under section 191 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1422, 1427 of this
title.

§ 1422b. Powers and duties

(a) General powers
The Board shall have the following powers:

(1) To supervise the Federal Home Loan
Banks and to promulgate and enforce such
regulations and orders as are necessary from
time to time to carry out the provisions of
this chapter.

(2) To suspend or remove for cause a direc-
tor, officer, employee, or agent of any Federal
Home Loan Bank or joint office. The cause of
such suspension or removal shall be commu-
nicated in writing to such director, officer,
employee, or agent and to such Bank or joint
office. Notwithstanding any other provision of
this chapter, no officer, employee, or agent of
a Bank or joint office shall be a Federal officer
or employee under any definition of either
term in title 5.

(3) To determine necessary expenditures of
the Board under this chapter and the manner
in which such expenditures shall be incurred,
allowed, and paid.

(4) To use the United States mails in the
same manner and under the same conditions
as a department or agency of the United
States.

(5) To issue and serve a notice of charges
upon a Federal home loan bank or upon any
executive officer or director of a Federal home
loan bank if, in the determination of the Fi-
nance Board, the Bank, executive officer, or
director is engaging or has engaged in, or the
Finance Board has reasonable cause to believe
that the Bank, executive officer, or director is
about to engage in an unsafe or unsound prac-
tice in conducting the business of the bank, or
any conduct that violates any provision of this
chapter or any law, order, rule, or regulation
or any condition imposed in writing by the Fi-
nance Board in connection with the granting
of any application or other request by the
Bank, or any written agreement entered into
by the Bank with the agency, in accordance
with the procedures provided in subsection (c)
or (f) of section 1371 of the Federal Housing
Enterprises Financial Safety and Soundness
Act of 1992 [12 U.S.C. 4631]. Such authority in-
cludes the same authority to issue an order re-
quiring a party to take affirmative action to
correct conditions resulting from violations or
practices or to limit activities of a Bank or
any executive officer or director of a Bank as
appropriate Federal banking agencies have to
take with respect to insured depository insti-
tutions under paragraphs (6) and (7) of section
1818(b) of this title, and to have all other pow-
ers, rights, and duties to enforce this chapter
with respect to the Federal home loan banks
and their executive officers and directors as
the Office of Federal Housing Enterprise Over-
sight has to enforce the Federal Housing En-
terprises Financial Safety and Soundness Act
of 1992 [12 U.S.C. 4501 et seq.], the Federal Na-
tional Mortgage Association Charter Act [12
U.S.C. 1716 et seq.], or the Federal Home Loan
Mortgage Corporation Act [12 U.S.C. 1451 et
seq.] with respect to the Federal housing en-
terprises under subtitle C [12 U.S.C. 4631 et
seq.] (other than section 1371 [12 U.S.C. 4631])
of the Federal Housing Enterprises Financial
Safety and Soundness Act of 1992.

(6) To address any insufficiencies in capital
levels resulting from the application of section
1464(f) of this title.

(7) To act in its own name and through its
own attorneys—

(A) in enforcing any provision of this chap-
ter or any regulation promulgated under
this chapter; or
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(B) in any action, suit, or proceeding to
which the Finance Board is a party that in-
volves the Board’s regulation or supervision
of any Federal home loan bank.

(b) Staff
(1) Board staff

Subject to title IV of the Financial Institu-
tions Reform, Recovery, and Enforcement Act
of 1989, the Board may employ, direct, and fix
the compensation and number of employees,
attorneys, and agents of the Federal Housing
Finance Board, except that in no event shall
the Board delegate any function to any em-
ployee, administrative unit of any Bank, or
joint office of the Federal Home Loan Bank
System. The prohibition contained in the pre-
ceding sentence shall not apply to the delega-
tion of ministerial functions including issuing
consolidated obligations pursuant to section
1431(b) of this title. In directing and fixing
such compensation, the Board shall consult
with and maintain comparability with the
compensation at the Federal bank regulatory
agencies. Such compensation shall be paid
without regard to the provisions of other laws
applicable to officers or employees of the
United States, except the Chairperson and
other Directors shall be compensated as pre-
scribed in sections 5314 and 5315 of title 5, re-
spectively.
(2) Abolition of joint offices

The joint or collective offices of the Federal
Home Loan Bank System, except for the Office
of Finance, are hereby abolished.

(c) Receipts of Board
Receipts of the Board derived from assess-

ments levied upon the Federal Home Loan
Banks and from other sources (other than re-
ceipts from the sale of consolidated Federal
Home Loan Bank bonds and debentures issued
under section 1431 of this title) shall be depos-
ited in the Treasury of the United States. Sala-
ries of the directors and other employees of the
Board and all other expenses thereof may be
paid from such assessments or other sources and
shall not be construed to be Government Funds
or appropriated monies, or subject to apportion-
ment for the purposes of chapter 15 of title 31, or
any other authority.
(d) Annual report

The Board shall make an annual report to the
Congress.

(July 22, 1932, ch. 522, § 2B, as added Pub. L.
101–73, title VII, § 702(a), Aug. 9, 1989, 103 Stat.
414; amended Pub. L. 106–102, title VI, § 606(e)(1),
Nov. 12, 1999, 113 Stat. 1454.)

REFERENCES IN TEXT

The Federal Housing Enterprises Financial Safety
and Soundness Act of 1992, referred to in subsec. (a)(5),
is title XIII of Pub. L. 102–550, Oct. 28, 1992, 106 Stat.
3941, which is classified principally to chapter 46 (§ 4501
et seq.) of this title. Subtitle C of the Act is classified
generally to subchapter III (§ 4631 et seq.) of chapter 46
of this title. For complete classification of this Act to
the Code, see Short Title note under section 4501 of this
title and Tables.

The Federal National Mortgage Association Charter
Act, referred to in subsec. (a)(5), is title III of act June

27, 1934, ch. 847, 48 Stat. 1252, as amended, which is clas-
sified generally to subchapter III (§ 1716 et seq.) of chap-
ter 13 of this title. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 1716 of this title and Tables.

The Federal Home Loan Mortgage Corporation Act,
referred to in subsec. (a)(5), is title III of Pub. L. 91–351,
July 24, 1970, 84 Stat. 451, as amended, which is classi-
fied generally to chapter 11A (§ 1451 et seq.) of this title.
For complete classification of this Act to the Code, see
Short Title and Statement of Purpose note set out
under section 1451 of this title and Tables.

The Financial Institutions Reform, Recovery, and
Enforcement Act of 1989, referred to in subsec. (b)(1), is
Pub. L. 101–73, Aug. 9, 1989, 103 Stat. 183. Title IV of the
Act is set out as a note under section 1437 of this title.
For complete classification of this Act to the Code, see
Tables.

AMENDMENTS

1999—Subsec. (a)(5) to (7). Pub. L. 106–102 added pars.
(5) to (7).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 5 section 5373.

§ 1423. Federal Home Loan Bank districts; num-
ber and boundaries; establishment of Federal
Home Loan Banks; names

As soon as practicable the Board shall divide
the continental United States, Puerto Rico, the
Virgin Islands, Guam, and the Territories of
Alaska and Hawaii into not less than eight nor
more than twelve districts. Such districts shall
be apportioned with due regard to the conven-
ience and customary course of business of the
institutions eligible to and likely to subscribe
for stock of a Federal Home Loan Bank to be
formed under this chapter, but no such district
shall contain a fractional part of any State. The
districts thus created may be readjusted and
new districts may from time to time be created
by the Board, not to exceed twelve in all. Such
districts shall be known as Federal Home Loan
Bank districts and may be designated by num-
ber. As soon as practicable the Board shall es-
tablish, in each district, a Federal Home Loan
Bank at such city as may be designated by the
Board. Its title shall include the name of the
city at which it is established.

(July 22, 1932, ch. 522, § 3, 47 Stat. 726; July 14,
1952, ch. 723, § 10(c), 66 Stat. 604; Pub. L. 101–73,
title VII, § 701(b)(1), (3)(A), Aug. 9, 1989, 103 Stat.
412.)

AMENDMENTS

1989—Pub. L. 101–73 substituted ‘‘Board’’ for ‘‘board’’
wherever appearing.

1952—Act July 14, 1952, inserted ‘‘Guam,’’ after ‘‘Vir-
gin Islands,’’.

ADMISSION OF ALASKA AND HAWAII TO STATEHOOD

Alaska was admitted into the Union on Jan. 3, 1959,
on issuance of Proc. No. 3269, Jan. 3, 1959, 24 F.R. 81, 73
Stat. C16, and Hawaii was admitted into the Union on
Aug. 21, 1959, on issuance of Proc. No. 3309, Aug. 21, 1959,
24 F.R. 6868, 73 Stat. C74. For Alaska Statehood Law,
see Pub. L. 85–508, July 7, 1958, 72 Stat. 339, set out as
a note preceding section 21 of Title 48, Territories and
Insular Possessions. For Hawaii Statehood Law, see
Pub. L. 86–3, Mar. 18, 1959, 73 Stat. 4, set out as a note
preceding section 491 of Title 48.
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1 So in original. The word ‘‘the’’ probably should not appear.

§ 1424. Eligibility for membership

(a) Criteria for eligibility
(1) In general

Any building and loan association, savings
and loan association, cooperative bank, home-
stead association, insurance company, savings
bank, or any insured depository institution (as
defined in section 1422 of this title), shall be
eligible to become a member of a Federal
Home Loan Bank if such institution—

(A) is duly organized under the laws of any
State or of the United States;

(B) is subject to inspection and regulation
under the banking laws, or under similar
laws, of the State or of the United States;
and

(C) makes such home mortgage loans as, in
the judgment of the Board, are long-term
loans (except that in the case of a savings
bank, this subparagraph applies only if, in
the judgment of the Board, its time deposits,
as defined in section 461 of this title, war-
rant its making such loans).

(2) Qualified thrift lender
An insured depository institution that is not

a member on January 1, 1989, may become a
member of a Federal Home Loan Bank only
if—

(A) the insured depository institution
(other than a community financial institu-
tion) has at least 10 percent of its total as-
sets in residential mortgage loans;

(B) the insured depository institution’s fi-
nancial condition is such that advances may
be safely made to such institution; and

(C) the character of its management and
its home-financing policy are consistent
with sound and economical home financing.

(3) Certain institutions
An insured depository institution commenc-

ing its initial business operations after Janu-
ary 1, 1989, may become a member of a Federal
Home Loan Bank if it complies with regula-
tions and orders prescribed by the Board for
the 10 percent asset requirement (described in
the 1 paragraph (2)) within one year after the
commencement of its operations.
(4) Limited exemption for community financial

institutions
A community financial institution that

otherwise meets the requirements of para-
graph (2) may become a member without re-
gard to the percentage of its total assets that
is represented by residential mortgage loans,
as described in subparagraph (A) of paragraph
(2).

(b) Location requirement
An institution eligible to become a member

under this section may become a member only
of, or secure advances from, the Federal Home
Loan Bank of the district in which is located the
institution’s principal place of business, or of
the bank of a district adjoining such district, if
demanded by convenience and then only with
the approval of the Board.

(c) Inspection and regulation requirements
Notwithstanding the provisions of clause (2) of

subsection (a) of this section requiring inspec-
tion and regulation under law as a condition
with respect to eligibility for membership, any
building and loan association which would be el-
igible to become a member of a Federal Home
Loan Bank except for the fact that it is not sub-
ject to inspection and regulation under the
banking laws or similar laws of the State in
which such association is organized shall, upon
subjecting itself to such inspection and regula-
tion as the Board shall prescribe, be eligible to
become a member.

(July 22, 1932, ch. 522, § 4, 47 Stat. 726; June 13,
1933, ch. 64, § 3, 48 Stat. 129; Pub. L. 101–73, title
VII, §§ 701(b)(1), (3)(A), 704(a), 710(b)(1), Aug. 9,
1989, 103 Stat. 412, 415, 418; Pub. L. 106–102, title
VI, § 605, Nov. 12, 1999, 113 Stat. 1452.)

REFERENCES IN TEXT

Section 461 of this title, referred to in subsec.
(a)(1)(C), was in the original ‘‘section 19 of the Federal
Reserve Act’’. Definition provisions of section 19 are
classified to section 461 of this title. Other provisions of
section 19 are classified to sections 142, 371a, 371b,
371b–1, 374, 374a, 463 to 466, 505, and 506 of this title.

AMENDMENTS

1999—Subsec. (a)(2) to (4). Pub. L. 106–102 inserted
‘‘(other than a community financial institution)’’ after
‘‘institution’’ in par. (2)(A), designated concluding pro-
visions of par. (2) as par. (3), inserted heading and sub-
stituted ‘‘paragraph (2)’’ for ‘‘preceding sentence’’, and
added par. (4).

1989—Subsec. (a). Pub. L. 101–73, § 704(a), amended sub-
sec. (a) generally. Prior to amendment, subsec. (a) read
as follows: ‘‘Any building and loan association, savings
and loan association, cooperative bank, homestead as-
sociation, insurance company, or savings bank shall be
eligible to become a member of, or a nonmember bor-
rower of, a Federal Home Loan Bank if such institution
(1) is duly organized under the laws of any State or of
the United States; (2) is subject to inspection and regu-
lation under the banking laws, or under similar laws, of
the State or of the United States; and (3) makes such
home mortgage loans as in the judgment of the board,
are long-term loans (and in the case of a savings bank
if, in the judgment of the board, its time deposits, as
defined in section 461 of this title, warrant its making
such loans). No institution shall be eligible to become
a member of, or a nonmember borrower of, a Federal
Home Loan Bank if, in the judgment of the board, its
financial condition is such that advances may not safe-
ly be made to such institution or the character of its
management or its home-financing policy is inconsist-
ent with sound and economical home financing, or with
the purposes of this chapter.’’

Subsec. (b). Pub. L. 101–73, § 710(b)(1), struck out ‘‘or
a nonmember borrower’’ after ‘‘eligible to become a
member’’.

Pub. L. 101–73, § 701(b)(1), (3)(A), substituted ‘‘Board’’
for ‘‘board’’.

Subsec. (c). Pub. L. 101–73, § 701(b)(1), (3)(A), sub-
stituted ‘‘Board’’ for ‘‘board’’.

1933—Subsec. (d). Act June 13, 1933, struck out subsec.
(d) which provided for direct loans to homeowners. See
chapter 12 (§ 1461 et seq.) of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1431 of this title.

§§ 1425 to 1425b. Repealed. Pub. L. 101�73, title
VII, §§ 705, 716, 720, Aug. 9, 1989, 103 Stat.
416, 421, 423

Section 1425, acts July 22, 1932, ch. 522, § 5, 47 Stat. 727;
Dec. 24, 1969, Pub. L. 91–152, title IV, § 416(a), 83 Stat.
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401, related to limitation on lawful contract rate of in-
terest receivable by members and nonmember borrow-
ers, and applicability to home mortgage loans on sin-
gle-family dwellings.

Section 1425a, act July 22, 1932, ch. 522, § 5A, as added
June 27, 1950, ch. 369, § 1, 64 Stat. 256; amended Aug. 11,
1955, ch. 783, title I, § 109(a)(3), 69 Stat. 640; Sept. 21, 1968,
Pub. L. 90–505, § 4, 82 Stat. 856; Mar. 31, 1980, Pub. L.
96–221, title I, § 104(b), title IV, § 405, 94 Stat. 139, 158;
Oct. 8, 1980, Pub. L. 96–399, title III, § 325(a), 94 Stat.
1648; Oct. 15, 1982, Pub. L. 97–320, title III, § 332, 96 Stat.
1504; Oct. 17, 1984, Pub. L. 98–479, title II, § 207, 98 Stat.
2235, related to liquidity requirements for savings and
loan associations and other members.

Section 1425b, act July 22, 1932, ch. 522, § 5B, as added
Sept. 21, 1966, Pub. L. 89–597, § 4, 80 Stat. 824; amended
Sept. 21, 1968, Pub. L. 90–505, § 2(c), 82 Stat. 856; Dec. 23,
1969, Pub. L. 91–151, § 2(b), 83 Stat. 372; Oct. 29, 1974, Pub.
L. 93–501, title I, § 103, title III, § 303, 88 Stat. 1558, 1560;
Nov. 5, 1979, Pub. L. 96–104, title II, § 203, 93 Stat. 793;
Dec. 28, 1979, Pub. L. 96–161, title II, § 210, 93 Stat. 1239;
Mar. 31, 1980, Pub. L. 96–221, title II, § 207(b)(7)–(9), title
V, § 529, 94 Stat. 144, 168, related to rate of interest pay-
able on deposits, shares or withdrawable accounts by
members, insured institutions and other nonmember fi-
nancial institutions.

§ 1426. Capital structure of Federal home loan
banks

(a) Regulations
(1) Capital standards

Not later than 18 months after November 12,
1999, the Finance Board shall issue regulations
prescribing uniform capital standards applica-
ble to each Federal home loan bank, which
shall require each such bank to meet—

(A) the leverage requirement specified in
paragraph (2); and

(B) the risk-based capital requirements, in
accordance with paragraph (3).

(2) Leverage requirement
(A) In general

The leverage requirement shall require
each Federal home loan bank to maintain a
minimum amount of total capital based on
the total assets of the bank and shall be 5
percent.
(B) Treatment of stock and retained earnings

In determining compliance with the mini-
mum leverage ratio established under sub-
paragraph (A), the paid-in value of the out-
standing Class B stock and the amount of re-
tained earnings shall be multiplied by 1.5,
and such higher amounts shall be deemed to
be capital for purposes of meeting the 5 per-
cent minimum leverage ratio, except that a
Federal home loan bank’s total capital (de-
termined without taking into account any
such multiplier) shall not be less than 4 per-
cent of the total assets of the bank.

(3) Risk-based capital standards
(A) In general

Each Federal home loan bank shall main-
tain permanent capital in an amount that is
sufficient, as determined in accordance with
the regulations of the Finance Board, to
meet—

(i) the credit risk to which the Federal
home loan bank is subject; and

(ii) the market risk, including interest
rate risk, to which the Federal home loan

bank is subject, based on a stress test es-
tablished by the Finance Board that rigor-
ously tests for changes in market vari-
ables, including changes in interest rates,
rate volatility, and changes in the shape of
the yield curve.

(B) Consideration of other risk-based stand-
ards

In establishing the risk-based standard
under subparagraph (A)(ii), the Finance
Board shall take due consideration of any
risk-based capital test established pursuant
to section 1361 of the Federal Housing Enter-
prises Financial Safety and Soundness Act
of 1992 (12 U.S.C. 4611) for the enterprises (as
defined in that Act [12 U.S.C. 4501 et seq.]),
with such modifications as the Finance
Board determines to be appropriate to re-
flect differences in operations between the
Federal home loan banks and those enter-
prises.

(4) Other regulatory requirements
The regulations issued by the Finance Board

under paragraph (1) shall—
(A) permit each Federal home loan bank to

issue, with such rights, terms, and pref-
erences, not inconsistent with this chapter
and the regulations issued hereunder, as the
board of directors of that bank may approve,
any 1 or more of—

(i) Class A stock, which shall be redeem-
able in cash and at par 6 months following
submission by a member of a written no-
tice of its intent to redeem such shares;
and

(ii) Class B stock, which shall be redeem-
able in cash and at par 5 years following
submission by a member of a written no-
tice of its intent to redeem such shares;

(B) provide that the stock of a Federal
home loan bank may be issued to and held
by only members of the bank, and that a
bank may not issue any stock other than as
provided in this section;

(C) prescribe the manner in which stock of
a Federal home loan bank may be sold,
transferred, redeemed, or repurchased; and

(D) provide the manner of disposition of
outstanding stock held by, and the liquida-
tion of any claims of the Federal home loan
bank against, an institution that ceases to
be a member of the bank, through merger or
otherwise, or that provides notice of inten-
tion to withdraw from membership in the
bank.

(5) Definitions of capital
For purposes of determining compliance

with the capital standards established under
this subsection—

(A) permanent capital of a Federal home
loan bank shall include—

(i) the amounts paid for the Class B
stock; and

(ii) the retained earnings of the bank (as
determined in accordance with generally
accepted accounting principles); and

(B) total capital of a Federal home loan
bank shall include—
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(i) permanent capital;
(ii) the amounts paid for the Class A

stock;
(iii) consistent with generally accepted

accounting principles, and subject to the
regulation of the Finance Board, a general
allowance for losses, which may not in-
clude any reserves or allowances made or
held against specific assets; and

(iv) any other amounts from sources
available to absorb losses incurred by the
bank that the Finance Board determines
by regulation to be appropriate to include
in determining total capital.

(6) Transition period
Notwithstanding any other provision of this

chapter, the requirements relating to purchase
and retention of capital stock of a Federal
home loan bank by any member thereof in ef-
fect on the day before November 12, 1999, shall
continue in effect with respect to each Federal
home loan bank until the regulations required
by this subsection have taken effect and the
capital structure plan required by subsection
(b) of this section has been approved by the Fi-
nance Board and implemented by such bank.

(b) Capital structure plan

(1) Approval of plans
Not later than 270 days after the date of pub-

lication by the Finance Board of final regula-
tions in accordance with subsection (a) of this
section, the board of directors of each Federal
home loan bank shall submit for Finance
Board approval a plan establishing and imple-
menting a capital structure for such bank
that—

(A) the board of directors determines is
best suited for the condition and operation
of the bank and the interests of the members
of the bank;

(B) meets the requirements of subsection
(c) of this section; and

(C) meets the minimum capital standards
and requirements established under sub-
section (a) of this section and other regula-
tions prescribed by the Finance Board.

(2) Approval of modifications
The board of directors of a Federal home

loan bank shall submit to the Finance Board
for approval any modifications that the bank
proposes to make to an approved capital struc-
ture plan.

(c) Contents of plan
The capital structure plan of each Federal

home loan bank shall contain provisions ad-
dressing each of the following:

(1) Minimum investment

(A) In general
Each capital structure plan of a Federal

home loan bank shall require each member
of the bank to maintain a minimum invest-
ment in the stock of the bank, the amount
of which shall be determined in a manner to
be prescribed by the board of directors of
each bank and to be included as part of the
plan.

(B) Investment alternatives
(i) In general

In establishing the minimum investment
required for each member under subpara-
graph (A), a Federal home loan bank may,
in its discretion, include any 1 or more of
the requirements referred to in clause (ii),
or any other provisions approved by the
Finance Board.
(ii) Authorized requirements

A requirement is referred to in this
clause if it is a requirement for—

(I) a stock purchase based on a per-
centage of the total assets of a member;
or

(II) a stock purchase based on a per-
centage of the outstanding advances
from the bank to the member.

(C) Minimum amount
Each capital structure plan of a Federal

home loan bank shall require that the mini-
mum stock investment established for mem-
bers shall be set at a level that is sufficient
for the bank to meet the minimum capital
requirements established by the Finance
Board under subsection (a) of this section.
(D) Adjustments to minimum required in-

vestment
The capital structure plan of each Federal

home loan bank shall impose a continuing
obligation on the board of directors of the
bank to review and adjust the minimum in-
vestment required of each member of that
bank, as necessary to ensure that the bank
remains in compliance with applicable mini-
mum capital levels established by the Fi-
nance Board, and shall require each member
to comply promptly with any adjustments to
the required minimum investment.

(2) Transition rule
(A) In general

The capital structure plan of each Federal
home loan bank shall specify the date on
which it shall take effect, and may provide
for a transition period of not longer than 3
years to allow the bank to come into compli-
ance with the capital requirements pre-
scribed under subsection (a) of this section,
and to allow any institution that was a
member of the bank on November 12, 1999, to
come into compliance with the minimum in-
vestment required pursuant to the plan.
(B) Interim purchase requirements

The capital structure plan of a Federal
home loan bank may allow any member re-
ferred to in subparagraph (A) that would be
required by the terms of the capital struc-
ture plan to increase its investment in the
stock of the bank to do so in periodic in-
stallments during the transition period.

(3) Disposition of shares
The capital structure plan of a Federal home

loan bank shall provide for the manner of dis-
position of any stock held by a member of that
bank that terminates its membership or that
provides notice of its intention to withdraw
from membership in that bank.
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1 So in original. Probably should be ‘‘Class B stock’’.

(4) Classes of stock
(A) In general

The capital structure plan of a Federal
home loan bank shall afford each member of
that bank the option of maintaining its re-
quired investment in the bank through the
purchase of any combination of classes of
stock authorized by the board of directors of
the bank and approved by the Finance Board
in accordance with its regulations.
(B) Rights requirement

A Federal home loan bank shall include in
its capital structure plan provisions estab-
lishing terms, rights, and preferences, in-
cluding minimum investment, dividends,
voting, and liquidation preferences of each
class of stock issued by the bank, consistent
with Finance Board regulations and market
requirements.
(C) Reduced minimum investment

The capital structure plan of a Federal
home loan bank may provide for a reduced
minimum stock investment for any member
of that bank that elects to purchase Class B 1

in a manner that is consistent with meeting
the minimum capital requirements of the
bank, as established by the Finance Board.
(D) Liquidation of claims

The capital structure plan of a Federal
home loan bank shall provide for the liq-
uidation in an orderly manner, as deter-
mined by the bank, of any claim of that
bank against a member, including claims for
any applicable prepayment fees or penalties
resulting from prepayment of advances prior
to stated maturity.

(5) Limited transferability of stock
The capital structure plan of a Federal home

loan bank shall—
(A) provide that any stock issued by that

bank shall be available only to and held only
by members of that bank and tradable only
between that bank and its members; and

(B) establish standards, criteria, and re-
quirements for the issuance, purchase, trans-
fer, retirement, and redemption of stock is-
sued by that bank.

(6) Bank review of plan
Before filing a capital structure plan with

the Finance Board, each Federal home loan
bank shall conduct a review of the plan by—

(A) an independent certified public ac-
countant, to ensure, to the extent possible,
that implementation of the plan would not
result in any write-down of the redeemable
bank stock investment of its members; and

(B) at least one major credit rating agen-
cy, to determine, to the extent possible,
whether implementation of the plan would
have any material effect on the credit rat-
ings of the bank.

(d) Termination of membership
(1) Voluntary withdrawal

Any member may withdraw from a Federal
home loan bank if the member provides writ-

ten notice to the bank of its intent to do so
and if, on the date of withdrawal, there is in
effect a certification by the Finance Board
that the withdrawal will not cause the Federal
Home Loan Bank System to fail to meet its
obligation under section 1441b(f)(2)(C) of this
title to contribute to the debt service for the
obligations issued by the Resolution Funding
Corporation. The applicable stock redemption
notice periods shall commence upon receipt of
the notice by the bank. Upon the expiration of
the applicable notice period for each class of
redeemable stock, the member may surrender
such stock to the bank, and shall be entitled
to receive in cash the par value of the stock.
During the applicable notice periods, the
member shall be entitled to dividends and
other membership rights commensurate with
continuing stock ownership.
(2) Involuntary withdrawal

(A) In general
The board of directors of a Federal home

loan bank may terminate the membership of
any institution if, subject to Finance Board
regulations, it determines that—

(i) the member has failed to comply with
a provision of this chapter or any regula-
tion prescribed under this chapter; or

(ii) the member has been determined to
be insolvent, or otherwise subject to the
appointment of a conservator, receiver, or
other legal custodian, by a Federal or
State authority with regulatory and super-
visory responsibility for the member.

(B) Stock disposition
An institution, the membership of which is

terminated in accordance with subparagraph
(A)—

(i) shall surrender redeemable stock to
the Federal home loan bank, and shall re-
ceive in cash the par value of the stock,
upon the expiration of the applicable no-
tice period under subsection (a)(4)(A) of
this section;

(ii) shall receive any dividends declared
on its redeemable stock, during the appli-
cable notice period under subsection
(a)(4)(A) of this section; and

(iii) shall not be entitled to any other
rights or privileges accorded to members
after the date of the termination.

(C) Commencement of notice period
With respect to an institution, the mem-

bership of which is terminated in accordance
with subparagraph (A), the applicable notice
period under subsection (a)(4) of this section
for each class of redeemable stock shall com-
mence on the earlier of—

(i) the date of such termination; or
(ii) the date on which the member has

provided notice of its intent to redeem
such stock.

(3) Liquidation of indebtedness
Upon the termination of the membership of

an institution for any reason, the outstanding
indebtedness of the member to the bank shall
be liquidated in an orderly manner, as deter-
mined by the bank and, upon the extinguish-
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ment of all such indebtedness, the bank shall
return to the member all collateral pledged to
secure the indebtedness.

(e) Redemption of excess stock
(1) In general

A Federal home loan bank, in its sole discre-
tion, may redeem or repurchase, as appro-
priate, any shares of Class A or Class B stock
issued by the bank and held by a member that
are in excess of the minimum stock invest-
ment required of that member.

(2) Excess stock
Shares of stock held by a member shall not

be deemed to be ‘‘excess stock’’ for purposes of
this subsection by virtue of a member’s sub-
mission of a notice of intent to withdraw from
membership or termination of its membership
in any other manner.

(3) Priority
A Federal home loan bank may not redeem

any excess Class B stock prior to the end of
the 5-year notice period, unless the member
has no Class A stock outstanding that could be
redeemed as excess.

(f) Impairment of capital
If the Finance Board or the board of directors

of a Federal home loan bank determines that
the bank has incurred or is likely to incur losses
that result in or are expected to result in
charges against the capital of the bank, the
bank shall not redeem or repurchase any stock
of the bank without the prior approval of the Fi-
nance Board while such charges are continuing
or are expected to continue. In no case may a
bank redeem or repurchase any applicable cap-
ital stock if, following the redemption, the bank
would fail to satisfy any minimum capital re-
quirement.

(g) Rejoining after divestiture of all shares
(1) In general

Except as provided in paragraph (2), and not-
withstanding any other provision of this chap-
ter, an institution that divests all shares of
stock in a Federal home loan bank may not,
after such divestiture, acquire shares of any
Federal home loan bank before the end of the
5-year period beginning on the date of the
completion of such divestiture, unless the di-
vestiture is a consequence of a transfer of
membership on an uninterrupted basis be-
tween banks.

(2) Exception for withdrawals from member-
ship before 1998

Any institution that withdrew from mem-
bership in any Federal home loan bank before
December 31, 1997, may acquire shares of a
Federal home loan bank at any time after that
date, subject to the approval of the Finance
Board and the requirements of this chapter.

(h) Treatment of retained earnings
(1) In general

The holders of the Class B stock of a Federal
home loan bank shall own the retained earn-
ings, surplus, undivided profits, and equity re-
serves, if any, of the bank.

(2) Exception
Except as specifically provided in this sec-

tion or through the declaration of a dividend
or a capital distribution by a Federal home
loan bank, or in the event of liquidation of the
bank, a member shall have no right to with-
draw or otherwise receive distribution of any
portion of the retained earnings of the bank.
(3) Limitation

A Federal home loan bank may not make
any distribution of its retained earnings un-
less, following such distribution, the bank
would continue to meet all applicable capital
requirements.

(July 22, 1932, ch. 522, § 6, 47 Stat. 727; June 27,
1934, ch. 847, § 509, 48 Stat. 1264; May 28, 1935, ch.
150, § 2, 49 Stat. 293; June 27, 1950, ch. 369, § 2, 64
Stat. 257; Aug. 11, 1955, ch. 783, title I, § 109(a)(1),
69 Stat. 640; Pub. L. 87–210, §§ 1, 2, Sept. 8, 1961,
75 Stat. 482, 483; Pub. L. 96–153, title III, § 327,
Dec. 21, 1979, 93 Stat. 1121; Pub. L. 97–320, title
III, §§ 353, 355, Oct. 15, 1982, 96 Stat. 1507, 1508;
Pub. L. 97–457, § 16, Jan. 12, 1983, 96 Stat. 2509;
Pub. L. 101–73, title VII, §§ 701(b)(1), (3)(A), 706,
710(b)(2), (3), 715, Aug. 9, 1989, 103 Stat. 412, 416,
418, 421; Pub. L. 106–102, title VI, § 608, Nov. 12,
1999, 113 Stat. 1456; Pub. L. 106–569, title XII,
§ 1224, Dec. 27, 2000, 114 Stat. 3036.)

REFERENCES IN TEXT

The Federal Housing Enterprises Financial Safety
and Soundness Act of 1992, referred to in subsec.
(a)(3)(B), is title XIII of Pub. L. 102–550, Oct. 28, 1992, 106
Stat. 3941, which is classified principally to chapter 46
(§ 4501 et seq.) of this title. For complete classification
of this Act to the Code, see Short Title note under sec-
tion 4501 of this title and Tables.

AMENDMENTS

2000—Subsec. (a)(1). Pub. L. 106–569 substituted ‘‘18
months’’ for ‘‘1 year’’ in introductory provisions.

1999—Pub. L. 106–102 amended section generally, sub-
stituting present provisions for provisions authorizing
banks to issue capital stock and providing for mini-
mum subscriptions, retirement of oversubscriptions,
cancellation of oversubscriptions, aggregate unpaid
loan principal, reports and information, payments for
stock, transfer or hypothecation of stock, withdrawal
or removal of members, surrender and cancellation of
stock, prepayment penalties, disposal of stock, divi-
dends, and acquisition of membership after expiration
of period of withdrawal.

1989—Subsec. (a). Pub. L. 101–73, §§ 701(b)(1), (3)(A),
706(1), redesignated subsec. (b) as (a), substituted
‘‘Board’’ for ‘‘board’’, and struck out former subsec. (a)
which related to minimum amount of capital stock and
subscription books.

Subsec. (b). Pub. L. 101–73, §§ 701(b)(1), (3)(A), 706(1),
redesignated subsec. (c) as (b) and substituted ‘‘Board
may’’ for ‘‘Federal Home Loan Bank Board may’’ in
par. (1), and ‘‘The Board’’ for ‘‘The Federal Home Loan
Bank Board’’ in par. (5). Former subsec. (b) redesig-
nated (a).

Subsecs. (c), (d). Pub. L. 101–73, § 706(1), redesignated
subsecs. (d) and (h) as (c) and (d), respectively. Former
subsec. (c) redesignated (b).

Subsec. (e). Pub. L. 101–73, § 710(b)(3), which directed
amendment of subsec. (e) by striking out ‘‘or deprive
any nonmember borrower of the privilege of further ad-
vances,’’ after ‘‘remove any member from member-
ship,’’ was executed by striking ‘‘or deprive any non-
member borrower of the privilege of obtaining further
advances,’’ as the probable intent of Congress.

Pub. L. 101–73, § 710(b)(2), struck out ‘‘or nonmember
borrower’’ after ‘‘such member’’ wherever appearing.
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Pub. L. 101–73, § 706(2), substituted ‘‘If any member’s
membership in a Federal Home Loan Bank is termi-
nated, the indebtedness of such member to the Federal
Home Loan Bank shall be liquidated in an orderly man-
ner (as determined by the Federal Home Loan Bank),
and upon completion of such liquidation, the capital
stock in the Federal Home Loan Bank owned by such
member shall be surrendered and canceled. Any such
liquidation shall be deemed a prepayment of any such
indebtedness, and shall be subject to any penalties or
other fees applicable to such prepayment.’’ for ‘‘In any
such case, the indebtedness of such member or non-
member borrower to the Federal Home Loan Bank shall
be liquidated, and the capital stock in the Federal
Home Loan Bank owned by such member shall be sur-
rendered and canceled, except that in the case of a vol-
untary withdrawal, such liquidation shall be deemed a
prepayment of any such indebtedness, and shall be sub-
ject to any penalties applicable to such prepayment.’’

Pub. L. 101–73, §§ 701(b)(1), (3)(A), 706(1), redesignated
subsec. (i) as (e), substituted ‘‘Board’’ for ‘‘board’’
wherever appearing, and struck out former subsec. (e)
which related to loans to institutions not authorized to
subscribe to stock.

Subsec. (f). Pub. L. 101–73, §§ 701(b)(1), (3)(A), 706(1), re-
designated subsec. (j) as (f), substituted ‘‘Board’’ for
‘‘board’’, and struck out former subsec. (f) which relat-
ed to subscription by United States, maximum
amounts, and payments.

Subsec. (g). Pub. L. 101–73, § 706(1), redesignated sub-
sec. (k) as (g) and struck out former subsec. (g) which
related to retirement of stock of United States.

Subsec. (h). Pub. L. 101–73, § 715, substituted ‘‘10’’ for
‘‘five’’.

Pub. L. 101–73, § 706(3), substituted ‘‘charter as a Fed-
eral savings association (as defined in section 1813 of
this title)’’ for ‘‘charter from the Federal Home Loan
Bank Board’’.

Pub. L. 101–73, § 706(1), redesignated subsec. (m) as (h).
Former subsec. (h) redesignated (d).

Subsecs. (i) to (k). Pub. L. 101–73, § 706(1), redesignated
former subsecs. (i) to (k) as (e) to (g), respectively.

Subsec. (m). Pub. L. 101–73, § 706(1), redesignated
former subsec. (m) as (h).

1983—Subsec. (m). Pub. L. 97–457 substituted ‘‘banks
or in connection with obtaining a charter from the Fed-
eral Home Loan Bank Board’’ for ‘‘Banks’’ after ‘‘be-
tween’’.

1982—Subsec. (c)(2). Pub. L. 97–320, § 353, struck out cl.
(i) limitations which had prohibited members from re-
ducing stock to less than the amount held on Sept. 8,
1961, except for a reduction at any time to not less than
2 percent of its aggregate unpaid loan principal as of
the beginning of the calendar year in which reduction
was made, but not less than $500, or if reduced to less
than 2 percent, such reduction to be in the discretion
of the Board; and reenacted cl. (ii) limitations as par.
(2), substituting ‘‘the Board defining such term’’ for
‘‘said Board defining said term’’.

Subsec. (i). Pub. L. 97–320, § 355(a), provided for treat-
ment of a liquidation of indebtedness, in the case of a
voluntary withdrawal of an institution from member-
ship, as a prepayment of the indebtedness, subject to
applicable prepayment penalties.

Subsec. (m). Pub. L. 97–320, § 355(b), added subsec. (m).
1979—Subsec. (c)(2)(ii). Pub. L. 96–153 substituted

‘‘twenty’’ for ‘‘twelve’’.
1961—Subsec. (c). Pub. L. 87–210, § 1, amended sub-

section generally, and among other changes, authorized
the bank to adjust at the end of each calendar year,
under Board regulations, the stock held by each mem-
ber, to retire stock of members in excess of required
amounts, prohibited members to reduce stock to less
than the amount held on Sept. 8, 1961, except for a re-
duction at any time to not less than 2 percent of its ag-
gregate unpaid loan principal as of the beginning of the
calendar year in which reduction is made, but not less
than $500, or if reduced to less than 2 percent, such re-
duction to be in the discretion of the Board, provided
that no bank shall act so as to cause the aggregate out-

standing advances, within the meaning of regulations
of the Board defining said term, to exceed 12 times the
amounts paid in by members for outstanding capital
stock held by such members, defined term ‘‘aggregate
unpaid loan principal’’ and authorized the board to re-
quire members to submit reports and information for
purposes of this subsection.

Subsec. (l). Pub. L. 87–210, § 2, repealed subsec. (l)
which required members to acquire, hold and maintain
their stock holding in an amount equal to at least 2 per
centum of the aggregate of the unpaid principal of such
member’s home mortgage loans, home-purchase con-
tracts, and similar obligations, but not less than $500,
and provided for the retirement of Government-owned
stock.

1955—Subsec. (i). Act Aug. 11, 1955, provided that a
Federal savings and loan association may not withdraw
voluntarily, inserted proviso clause in item (ii), and in-
serted provisions authorizing removal of a member in-
stitution which has a management or home-financing
policy of a character inconsistent with sound and eco-
nomical home financing or with the purposes of this
chapter.

1950—Subsec. (l). Act June 27, 1950, added subsec. (l).
1935—Subsec. (k). Act May 28, 1935, omitted exception

clause relating to stock held by the United States.
1934—Subsecs. (c), (e). Act June 27, 1934, substituted

‘‘$500’’ for ‘‘$1,500’’.

EFFECTIVE DATE OF 1961 AMENDMENT

Section 7 of Pub. L. 87–210 provided that: ‘‘This Act
[amending this section and section 1727 of this title and
enacting provisions set out as a note under section 1727
of this title] shall become effective on January 1 next
following the date of its enactment [Sept. 8, 1961].’’

§ 1427. Directors

(a) Number; appointment and election; qualifica-
tions; conflicts of interest

The management of each Federal home loan
bank shall be vested in a board of fourteen direc-
tors, eight of whom shall be elected by the mem-
bers as hereinafter provided in this section and
six of whom shall be appointed by the Board re-
ferred to in section 1422a of this title, all of
whom shall be citizens of the United States, and
each of whom shall be either a bona fide resident
of the district in which such bank is located or
an officer or director of a member of such bank
located in that district: Provided, That in any
district which includes five or more States the
Board may by regulation increase the elective
directors to a number not exceeding thirteen
and may increase the appointive directors to a
number not exceeding three-fourths the number
of elective directors: Provided further, That if at
any time the number of elective directors in the
case of any district is not at least equal to the
number of States in such district the Board
shall exercise the authority conferred by the
next preceding proviso so as to increase such
elective directors to a number at least equal to
the number of States in such district. At least 2
of the Federal Home Loan Bank directors who
are appointed by the Board shall be representa-
tives chosen from organizations with more than
a 2-year history of representing consumer or
community interests on banking services, credit
needs, housing, or financial consumer protec-
tions. No Federal Home Loan Bank director who
is appointed pursuant to this subsection may,
during such Bank director’s term of office, serve
as an officer of any Federal Home Loan Bank or
a director or officer of any member of a Bank, or
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hold shares, or any other financial interest in,
any member of a Bank.
(b) Elective directorships; qualifications; nomi-

nations and election
Each elective directorship shall be designated

by the Board as representing the members lo-
cated in a particular State, and shall be filled by
a person who is an officer or director of a mem-
ber located in that State, each of which mem-
bers shall be entitled to nominate an eligible
person for such directorship, and such office
shall be filled from such nominees by a plurality
of the votes which such members may cast in an
election held for the purpose of filling such of-
fice, in which election each such member may
cast for such office a number of votes equal to
the number of shares of stock in such bank re-
quired by this chapter to be held by such mem-
ber at the end of the calendar year next preced-
ing the election, as determined pursuant to reg-
ulation of the Board, but not in excess of the av-
erage number of shares of stock in such bank re-
quired by this chapter to be held at the end of
such calendar year by the respective members of
such bank located in such State, as so deter-
mined. No person who is an officer or director of
a member that fails to meet any applicable cap-
ital requirement is eligible to hold the office of
Federal Home Loan Bank director. As used in
this subsection and in subsection (c) of this sec-
tion, the term ‘‘member’’ means a member of a
Federal home loan bank which was a member of
such bank at the end of such calendar year.
(c) Apportionment among States in bank district;

designation of State location
The number of elective directorships des-

ignated as representing the members located in
each separate State in a bank district shall be
determined by the Board in the approximate
ratio of the percentage of the required stock, as
determined pursuant to regulation of the Board,
of the members located in that State at the end
of the calendar year next preceding the date of
the election to the total required stock, as so
determined, of all members of such bank at the
end of such year, except that in the case of each
State such number shall not be less than one
and shall not be more than six. Notwithstanding
any other provision of this section, if at any
time the number of elective directorships so des-
ignated as representing the members located in
any State would not be at least equal to the
total number of elective directorships which, on
December 31, 1960, were filled by officers or di-
rectors of members whose principal places of
business were located in such State, the Board
shall add to the board of directors of the bank of
the district in which such State is located such
number of elective directorships, and shall so
designate the directorship or directorships thus
added, that the number of elective directorships
designated as representing the members located
in such State will equal said total number. Any
elective directorship so added shall exist only
until the expiration of its first term. The Board
shall, with respect to each member of a Federal
home loan bank, designate the State in the dis-
trict of such bank in which such member shall,
for the purposes of this subsection and sub-
section (b) of this section, be deemed to be lo-

cated, and may from time to time change any
such designation, but if the principal place of
business of any such member is located in a
State of such district it shall be the duty of the
Board to designate such State as the State in
which such member shall, for said purposes, be
deemed to be located. As used in the second sen-
tence of this subsection, the term ‘‘total number
of elective directorships’’ means the total num-
ber of elective directorships on the board of di-
rectors of the bank of the district in which such
State was located on December 31, 1960, and the
term ‘‘members’’ where used for the second time
in such sentence means members of such bank.
(d) Terms; rules and regulations governing nomi-

nations and elections
The term of each director, whether elected or

appointed, shall be 3 years. The board of direc-
tors of each Federal home loan bank and the Fi-
nance Board shall adjust the terms of members
first elected or appointed after November 12,
1999, to ensure that the terms of the members of
the board of directors are staggered with ap-
proximately 1⁄3 of the terms expiring each year.
If any person, before or after, or partly before
and partly after, September 8, 1961, has been
elected to each of three consecutive full terms
as an elective director of a Federal home loan
bank in any elective directorship or elective di-
rectorships and has served for all or part of each
of said terms, such person shall not be eligible
for election to an elective directorship of such
bank for a term which begins earlier than two
years after the expiration of the last expiring of
said three terms. The Board is authorized to pre-
scribe such rules and regulations as it may deem
necessary or appropriate for the nomination and
election of directors of Federal home loan
banks, including, without limitation on the gen-
erality of the foregoing, rules and regulations
with respect to the breaking of ties and with re-
spect to the inclusion of more than one director-
ship on a single ballot and the methods of voting
and of determining the results of voting in such
cases.
(e) Continuation of existing terms; directorship

for the Commonwealth of Puerto Rico
Each term, outstanding on the effective date

of the amendment to this section abolishing the
division of elective directors into classes, of an
elective or appointive directorship then existing
shall continue until its original date of expira-
tion, and any elective or appointive directorship
in existence on said date shall continue to exist
to the same extent as if it had been established
by or under this section on or after said date.
The Board in its discretion may shorten the
next succeeding term of any such elective direc-
torship to one year, and may fill such term by
appointment. The term ‘‘States’’ or ‘‘State’’ as
used in this section shall mean the States of the
Union, the District of Columbia, and the Com-
monwealth of Puerto Rico. The Board, by regu-
lation or otherwise, may add an additional elec-
tive directorship to the board of directors of the
bank of any district in which the Common-
wealth of Puerto Rico is included at the time
such directorship is added and which does not
then include five or more States, may fix the
commencement and the duration, which shall
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not exceed two years, of the initial term of any
directorship so added, and may fill any such ini-
tial term by appointment: Provided, That (1) any
directorship added pursuant to the foregoing
provisions of this sentence shall be designated
by the Board, pursuant to subsection (b) of this
section, as representing the members located in
the Commonwealth of Puerto Rico, (2) such des-
ignation of such directorship shall not be
changed, and (3) such directorship shall auto-
matically cease to exist if and when the Com-
monwealth of Puerto Rico ceases to be included
in such district.
(f) Vacancies

(1) In general
A Bank director appointed or elected to fill

a vacancy shall be appointed or elected for the
unexpired term of his or her predecessor in of-
fice.
(2) Appointed Bank directors

In the event of a vacancy in any appointive
Bank directorship, such vacancy shall be filled
through appointment by the Board for the un-
expired term. If any appointive Bank director
shall cease to have the qualifications set forth
in subsection (a) of this section, the office held
by such person shall immediately become va-
cant, but such person may continue to act as
a Bank director until his or her successor as-
sumes the vacated office or the term of such
office expires, whichever occurs first.
(3) Elected Bank directors

In the event of a vacancy in any elective
Bank directorship, such vacancy shall be filled
by an affirmative vote of a majority of the re-
maining Bank directors, regardless of whether
such remaining Bank directors constitute a
quorum of the Bank’s board of directors. A
Bank director so elected shall satisfy the re-
quirements for eligibility which were applica-
ble to his predecessor. If any elective Bank di-
rector shall cease to have any qualification set
forth in this section, the office held by such
person shall immediately become vacant, and
such person shall not continue to act as a
Bank director.

(g) Chairperson and Vice Chairperson
(1) Election

The Chairperson and Vice Chairperson of the
board of directors of each Federal home loan
bank shall be elected by a majority of all the
directors of such bank from among the direc-
tors of the bank.
(2) Terms

The term of office of the Chairperson and
the Vice Chairperson of the board of directors
of a Federal home loan bank shall be 2 years.
(3) Acting Chairperson

In the event of a vacancy in the position of
Chairperson of the board of directors or during
the absence or disability of the Chairperson,
the Vice Chairperson shall act as Chairperson.
(4) Procedures

The board of directors of each Federal home
loan bank shall establish procedures, in the
bylaws of such board, for designating an act-

ing chairperson for any period during which
the Chairperson and the Vice Chairperson are
not available to carry out the requirements of
that position for any reason and removing any
person from any such position for good cause.

(h) Appointment where members hold less than
$1,000,000 of capital stock

If at any time when nominations are required
members shall hold less than $1,000,000 of the
capital stock of the Federal home loan bank, the
Board shall appoint a director or directors to fill
the place or places for which such nominations
are required, and the Board may, prior to the fil-
ing of the certificate mentioned in section 1432
of this title, appoint directors who shall be re-
spectively designated by it as appointive direc-
tors and as elective directors, in accordance
with the provisions of this section.

(i) Directors� compensation

(1) In general
Subject to paragraph (2), each bank may pay

its directors reasonable compensation for the
time required of them, and their necessary ex-
penses, in the performance of their duties, in
accordance with the resolutions adopted by
such directors, subject to the approval of the
board.

(2) Limitation

(A) In general
The annual salary of each of the following

members of the board of directors of a Fed-
eral home loan bank may not exceed the
amount specified:

In the case of the� The annual compensation
may not exceed�

Chairperson ............................................. $25,000
Vice Chairperson ..................................... $20,000
All other members .................................. $15,000.

(B) Adjustment
Beginning January 1, 2001, each dollar

amount referred to in the table in subpara-
graph (A) shall be adjusted annually by the
Finance Board, based on the annual percent-
age increase, if any, in the Consumer Price
Index for all urban consumers, as published
by the Department of Labor.

(C) Expenses
Subparagraph (A) shall not be construed as

prohibiting the reimbursement of expenses
incurred by members of the board of direc-
tors of any Federal home loan bank in con-
nection with service on the board of direc-
tors.

(j) Duties of directors
Such board of directors shall administer the

affairs of the bank fairly and impartially and
without discrimination in favor of or against
any member, and shall, subject to the provisions
hereof, extend to each institution authorized to
secure advances such advances as may be made
safely and reasonably with due regard for the
claims and demands of other institutions, and
with due regard to the maintenance of adequate
credit standing for the Federal Home Loan Bank
and its obligations.
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(k) Indemnification of directors, officers, and em-
ployees

The board of directors of each Bank shall de-
termine the terms and conditions under which
such Bank may indemnify its directors, officers,
employees or agents.

(July 22, 1932, ch. 522, § 7, 47 Stat. 730; May 28,
1935, ch. 150, § 3, 49 Stat. 294; Aug. 11, 1955, ch. 783,
title I, § 109(a)(2), 69 Stat. 640; Pub. L. 86–349, §§ 1,
2, Sept. 22, 1959, 73 Stat. 625; Pub. L. 87–211, § 1,
Sept. 8, 1961, 75 Stat. 486; Pub. L. 87–676, Sept. 19,
1962, 76 Stat. 559; Pub. L. 93–541, § 3, Dec. 26, 1974,
88 Stat. 1739; Pub. L. 101–73, title VII, §§ 707,
710(b)(4), Aug. 9, 1989, 103 Stat. 417, 418; Pub. L.
106–102, title VI, § 606(a), (b), Nov. 12, 1999, 113
Stat. 1452, 1453.)

REFERENCES IN TEXT

The effective date of the amendment to this section,
referred to in subsec. (e), probably means the effective
date of Pub. L. 87–211. See Effective Date of 1961
Amendment note below.

AMENDMENTS

1999—Subsec. (a). Pub. L. 106–102, § 606(a)(1), sub-
stituted ‘‘, and each of whom shall be either a bona fide
resident of the district in which such bank is located or
an officer or director of a member of such bank located
in that district’’ for ‘‘and bona fide residents of the dis-
trict in which such bank is located’’.

Subsec. (d). Pub. L. 106–102, § 606(a)(2), substituted
‘‘The term of each director, whether elected or ap-
pointed, shall be 3 years. The board of directors of each
Federal home loan bank and the Finance Board shall
adjust the terms of members first elected or appointed
after November 12, 1999, to ensure that the terms of the
members of the board of directors are staggered with
approximately 1⁄3 of the terms expiring each year.’’ for
‘‘The term of each elective directorship shall be two
years and the term of each appointive directorship
shall be four years.’’

Subsec. (g). Pub. L. 106–102, § 606(a)(3), added subsec.
(g) and struck out former subsec. (g) which read as fol-
lows: ‘‘The Board shall designate one of the directors of
each bank to be chairman, and one to be vice chairman,
of the board of directors of such bank.’’

Subsec. (i). Pub. L. 106–102, § 606(b), inserted heading,
designated existing provisions as par. (1), inserted
heading, substituted ‘‘Subject to paragraph (2), each
bank may pay its directors’’ for ‘‘Each bank may pay
its directors’’, and added par. (2).

1989—Subsec. (a). Pub. L. 101–73, § 707(1), inserted pro-
visions relating to requirements for at least 2 of the di-
rectors and provisions respecting conflicts of interests,
and substituted provisions relating to appointment
under section 1422a of this title for provisions relating
to appointment under section 1437(b) of this title.

Subsec. (b). Pub. L. 101–73, § 707(2), inserted after first
sentence ‘‘No person who is an officer or director of a
member that fails to meet any applicable capital re-
quirement is eligible to hold the office of Federal Home
Loan Bank director.’’

Subsec. (f). Pub. L. 101–73, § 707(3), amended subsec. (f)
generally. Prior to amendment, subsec. (f) read as fol-
lows: ‘‘In the event of a vacancy in any appointive or
elective directorship, such vacancy shall be filled
through appointment by the Board for the unexpired
term: Provided, That if any director shall cease to have
the qualifications set forth in subsection (a) of this sec-
tion, or if any elective director shall cease to have any
qualification set forth in this section, the office held by
such director shall immediately become vacant, but
such director may continue to act as such director
until his successor assumes the vacated office or the
term of such office expires, whichever shall first
occur.’’

Subsec. (j). Pub. L. 101–73, § 710(b)(4), struck out ‘‘or
nonmember borrower’’ after ‘‘against any member’’.

Subsec. (k). Pub. L. 101–73, § 707(4), added subsec. (k).
1974—Subsec. (a). Pub. L. 93–541 increased number of

directors from twelve to fourteen, increased number of
appointive directors from four to six, and in proviso re-
lating to districts including five or more States, sub-
stituted provisions authorizing increase of appointive
directors to a number not exceeding three-fourths the
number of elective directors for provisions authorizing
increase of appointive directors to a number not ex-
ceeding one-half the number of elective directors.

1962—Subsec. (e). Pub. L. 87–676 included Common-
wealth of Puerto Rico within term ‘‘States’’ or
‘‘State’’, and authorized Board to add an additional
elective directorship to board of bank of any district in
which Commonwealth of Puerto Rico is included at
time such directorship is added and which doesn’t in-
clude five or more States, and to fill such initial term
by appointment, provided, that any such added direc-
torship shall be designated as representing members in
Commonwealth of Puerto Rico, that such designation
shall not be changed, and that such directorship shall
cease to exist if and when Commonwealth of Puerto
Rico ceases to be included in such district.

1961—Subsec. (a). Pub. L. 87–211 authorized Board to
increase appointive directors in any district which in-
cludes five or more States to a number not exceeding
one-half number of elective directors, directed Board to
exercise its authority to increase the elective directors
to a number at least equal to number of States in a dis-
trict whenever number of elective directors in district
is not at least equal to number of States in district,
and struck out provisions which related to apportion-
ment of additional elective directors, required at least
one but not more than three elective directors from
any of the States in any district in which number of
elective directors is increased, limited number of elec-
tive directors in any one district to not more than elev-
en, and defined term ‘‘States’’. See subsec. (c) of this
section.

Subsec. (b). Pub. L. 87–211 amended subsection gener-
ally, substituting provisions relating to designation of
elective directorships, nominations for such office,
manner of election, and voting power of each member,
for provisions which required four directors to be ap-
pointed by Board, limited their term of office to four
years, and which authorized Board to increase total
number of appointive directors to not more than one-
half total number of elective directors in cases where
number of elective directors has been increased. See
subsec. (a) of this section.

Subsec. (c). Pub. L. 87–211 required number of elective
directorships designated as representing members lo-
cated in each separate State in a bank district to be de-
termined by Board in approximate ratio of percentage
of required stock of members located in that State at
end of calendar year next preceding date of election to
total required stock of all members of such bank at end
of such year, except that in case of each State such
number shall not be less than one and not more than
six, directed Board, in cases where number of elective
directorships in any State would not be at least equal
to total number of elective directorships in such State
on Dec. 31, 1960, to add such number of elective direc-
torships so that their number will equal such total
number, provided that an elective directorship so added
shall exist only until expiration of its first term, au-
thorized designation of State location of each member,
defined terms ‘‘total number of elective directorships’’
and ‘‘members’’, and struck out provisions which relat-
ed to election of two directors from each of classes A,
B, and C and limited their term of office to two years.
See subsec. (d) of this section.

Subsec. (d). Pub. L. 87–211 established term of each
elective directorship at two years and of each appoint-
ive directorship at four years, restricted eligibility for
election of persons elected to each of three consecutive
full terms and who have served for all or part of each
of said terms, empowered Board to prescribe rules and
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regulations for nomination and election of directors,
and struck out provisions which required two directors
to be elected by members of bank without regard to
classes and limited their term of office to two years.

Subsec. (e). Pub. L. 87–211 amended subsection gener-
ally, substituting provisions permitting continuation
of terms of elective and appointive directorships, em-
powering Board to shorten next succeeding term of any
elective directorship to one year and to fill such term
by appointment, defining terms ‘‘States’’ and ‘‘State’’,
for provisions which required the Board to divide mem-
bers of each bank into either group A, B, or C, per-
mitted each member to nominate persons for election
as directors of class corresponding to group to which
member belongs, and limited each member to one vote
for each director in its class.

Subsec. (f). Pub. L. 87–211 substituted ‘‘In the event of
a vacancy in any appointive or elective directorship,
such vacancy shall be filled through appointment by
the Board for the unexpired term’’ for ‘‘Any director
appointed or elected as provided in this section to fill
a vacancy shall hold office only until the expiration of
the term of his predecessor’’, and inserted proviso stat-
ing that if any director ceases to have the qualifica-
tions set forth in this section his office shall imme-
diately become vacant but permits him to act as such
director until his successor assumes the vacated office
or the term of his office expires, whichever first occurs.

Subsec. (g). Pub. L. 87–211 reenacted subsec. (g) with-
out change.

Subsec. (h). Pub. L. 87–211 authorized Board, prior to
filing of the certificate mentioned in section 1432 of
this title, to appoint directors and required Board to
designate appointees as either appointive or elective di-
rectors, and struck out provisions which permitted di-
rectors appointed under this subsection to serve until
expiration of the calendar year during which they took
office.

1959—Subsec. (a). Pub. L. 86–349, § 1, authorized in-
crease of up to 13 in number of elective directors of
bank having district which includes five or more
States.

Subsec. (b). Pub. L. 86–349, § 2, authorized increase in
number of appointive directors of up to one-half num-
ber of elective directors in district in which number of
elective directors were increased pursuant to subsec.
(a), and provided for expiration of term of initial in-
cumbent of any office so established.

1955—Subsec. (a). Act Aug. 11, 1955, authorized an in-
crease in number of elective directors of any Federal
Home Loan Bank having a district which includes five
or more States.

1935—Act May 28, 1935, amended subsecs. (a) to (c)
generally, added subsec. (d), and redesignated former
subsecs. (d) to (i) as (e) to (j).

EFFECTIVE DATE OF 1961 AMENDMENT

Section 2 of Pub. L. 87–211 provided that: ‘‘The
amendment made by this Act [amending this section]
shall take effect on the second day of the first calendar
year which begins after the date of enactment of this
Act [Sept. 8, 1961].’’

EFFECTIVE DATE OF 1935 AMENDMENT

Section 3 of act May 28, 1935, provided that the
amendment made by that section is effective Jan. 1,
1936.

§ 1428. Examination of State laws, regulations,
and procedures; studies of values, etc.

The Board shall cause to be made from time to
time examinations of the laws of the various
States of the United States and the regulations
and procedure thereunder governing conditions
under which institutions of the kinds which may
become members or nonmember borrowers
under this chapter are permitted to be formed or
to do business, or relating to the conveying or

recording of land titles, or to homestead and
other rights, or to the enforcement of the rights
of holders of mortgages on lands securing loans,
or otherwise. If any such examination shall indi-
cate, in the opinion of the Board, that under the
laws of any such State or the regulations or pro-
cedure thereunder there would be inadequate
protection to a Federal Home Loan Bank in
making or collecting advances under this chap-
ter, the Board may withhold or limit the oper-
ation of any Federal Home Loan Bank in such
State until satisfactory conditions of law, regu-
lation, or procedure shall be established. In any
State where State examination of members or
nonmember borrowers is deemed inadequate for
the purposes of the Federal Home Loan Banks,
the Board shall establish such examination, all
or part of the cost of which may be considered
as part of the cost of making advances in such
State. The banks and/or the Board may make
studies of trends of home and other property
values, methods of appraisals, and other sub-
jects such as they may deem useful for the gen-
eral guidance of their policies and operations
and those of institutions authorized to secure
advances.

(July 22, 1932, ch. 522, § 8, 47 Stat. 731; Pub. L.
101–73, title VII, § 701(b)(1), (3)(A), Aug. 9, 1989,
103 Stat. 412.)

AMENDMENTS

1989—Pub. L. 101–73 substituted ‘‘Board’’ for ‘‘board’’
wherever appearing.

§ 1428a. Repealed. Pub. L. 101�73, title VII, § 718,
Aug. 9, 1989, 103 Stat. 422

Section, act July 22, 1932, ch. 522, § 8a, as added May
28, 1935, ch. 150, § 4, 49 Stat. 294; amended 1947 Reorg.
Plan No. 3, eff. July 27, 1947, 12 F.R. 4981, 61 Stat. 954;
Dec. 26, 1974, Pub. L. 93–541, § 6, 88 Stat. 1739; Oct. 15,
1982, Pub. L. 97–320, title III, § 354, 96 Stat. 1508, estab-
lished Federal Savings and Loan Advisory Council.

§ 1429. Eligibility to secure advances

Any member of a Federal Home Loan Bank
shall be entitled to apply in writing for ad-
vances. Such application shall be in such form
as shall be required by the Federal Home Loan
Bank. Such Federal Home Loan Bank may at its
discretion deny any such application, or may
grant it on such conditions as the Federal Home
Loan Bank may prescribe.

(July 22, 1932, ch. 522, § 9, 47 Stat. 731; Pub. L.
101–73, title VII, §§ 701(b)(1), (3)(A), 710(a), Aug. 9,
1989, 103 Stat. 412, 418; Pub. L. 106–102, title VI,
§ 606(f)(1), Nov. 12, 1999, 113 Stat. 1455.)

AMENDMENTS

1999—Pub. L. 106–102 struck out ‘‘with the approval of
the Board’’ after ‘‘Federal Home Loan Bank’’ in second
sentence and struck out ‘‘, subject to the approval of
the Board,’’ after ‘‘deny any such application, or’’ in
third sentence.

1989—Pub. L. 101–73, § 710(a), struck out ‘‘or non-
member borrower’’ after ‘‘Any member’’.

Pub. L. 101–73, § 701(b)(1), (3)(A), substituted ‘‘Board’’
for ‘‘board’’ wherever appearing.
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§ 1430. Advances to members

(a) In general
(1) All advances

Each Federal Home Loan Bank is authorized
to make secured advances to its members
upon collateral sufficient, in the judgment of
the Bank, to fully secure advances obtained
from the Bank under this section or section
1431(g) of this title.
(2) Purposes of advances

A long-term advance may only be made for
the purposes of—

(A) providing funds to any member for res-
idential housing finance; and

(B) providing funds to any community fi-
nancial institution for small businesses,
small farms, and small agri-businesses.

(3) Collateral
A Bank, at the time of origination or re-

newal of a loan or advance, shall obtain and
maintain a security interest in collateral eli-
gible pursuant to one or more of the following
categories:

(A) Fully disbursed, whole first mortgages
on improved residential property (not more
than 90 days delinquent), or securities rep-
resenting a whole interest in such mort-
gages.

(B) Securities issued, insured, or guaran-
teed by the United States Government or
any agency thereof (including without limi-
tation, mortgage-backed securities issued or
guaranteed by the Federal Home Loan Mort-
gage Corporation, the Federal National
Mortgage Corporation, and the Government
National Mortgage Association).

(C) Cash or deposits of a Federal Home
Loan Bank.

(D) Other real estate related collateral ac-
ceptable to the Bank if such collateral has a
readily ascertainable value and the Bank
can perfect its interest in the collateral.

(E) Secured loans for small business, agri-
culture, or securities representing a whole
interest in such secured loans, in the case of
any community financial institution.

(4) Additional bank authority
Subparagraphs (A) through (E) of paragraph

(3) shall not affect the ability of any Federal
Home Loan Bank to take such steps as it
deems necessary to protect its security posi-
tion with respect to outstanding advances, in-
cluding requiring deposits of additional collat-
eral security, whether or not such additional
security would be eligible to originate an ad-
vance. If an advance existing on August 9, 1989,
matures and the member does not have suffi-
cient eligible collateral to fully secure a re-
newal of such advance, a Bank may renew
such advance secured by such collateral as the
Bank determines is appropriate. A member
that has an advance secured by such insuffi-
cient eligible collateral must reduce its level
of outstanding advances promptly and pru-
dently in accordance with a schedule deter-
mined by the Federal home loan bank.
(5) Review of certain collateral standards

The Board may review the collateral stand-
ards applicable to each Federal home loan

bank for the classes of collateral described in
subparagraphs (D) and (E) of paragraph (3),
and may, if necessary for safety and soundness
purposes, require an increase in the collateral
standards for any or all of those classes of col-
lateral.
(6) Definitions

For purposes of this subsection, the terms
‘‘small business’’, ‘‘agriculture’’, ‘‘small
farm’’, and ‘‘small agri-business’’ shall have
the meanings given those terms by regulation
of the Finance Board.

(b) Appraisals and other investigations; accept-
ance of home mortgages as collateral secu-
rity only by formal Board resolution

For the purposes of this section, each Home
Loan Bank shall have power to make, or to
cause or require to be made, such appraisals and
other investigations as it may deem necessary.
No home mortgage otherwise eligible to be ac-
cepted as collateral security for an advance by a
Home Loan Bank shall be accepted if any direc-
tor, officer, employee, attorney or agent of the
Home Loan Bank or of the borrowing institution
is personally liable thereon, unless the Board
has specifically approved by formal resolution
such acceptance.
(c) Notes of borrowing members; interest rate;

lien on stock
Such advances shall be made upon the note or

obligation of the member secured as provided in
this section, bearing such rate of interest as the
Federal home loan bank may approve or deter-
mine, and the Federal Home Loan Bank shall
have a lien upon and shall hold the stock of such
member as further collateral security for all in-
debtedness of the member to the Federal Home
Loan Bank.
(d) Obligation to repay; additional security; sale

of advances to other banks
The institution applying for an advance shall

enter into a primary and unconditional obliga-
tion to pay off all advances, together with inter-
est and any unpaid costs and expenses in connec-
tion therewith according to the terms under
which they were made, in such form as shall
meet the requirements of the bank. The bank
shall reserve the right to require at any time,
when deemed necessary for its protection, depos-
its of additional collateral security or substi-
tutions of security by the borrowing institution,
and each borrowing institution shall assign ad-
ditional or substituted security when and as so
required. Any Federal Home Loan Bank shall
have power to sell to any other Federal Home
Loan Bank, with or without recourse, any ad-
vance made under the provisions of this chapter,
or to allow to such bank a participation therein,
and any other Federal Home Loan Bank shall
have power to purchase such advance or to ac-
cept a participation therein, together with an
appropriate assignment of security therefor.
(e) Priority of certain secured interests

Notwithstanding any other provision of law,
any security interest granted to a Federal Home
Loan Bank by any member of any Federal Home
Loan Bank or any affiliate of any such member
shall be entitled to priority over the claims and
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1 So in original. No subsec. (f) has been enacted.

rights of any party (including any receiver, con-
servator, trustee, or similar party having rights
of a lien creditor) other than claims and rights
that—

(1) would be entitled to priority under other-
wise applicable law; and

(2) are held by actual bona fide purchasers
for value or by actual secured parties that are
secured by actual perfected security interests.

(g) 1 Community support requirements
(1) In general

Before the end of the 2-year period beginning
on August 9, 1989, the Board shall adopt regu-
lations establishing standards of community
investment or service for members of Banks to
maintain continued access to long-term ad-
vances.

(2) Factors to be included
The regulations promulgated pursuant to

paragraph (1) shall take into account factors
such as a member’s performance under the
Community Reinvestment Act of 1977 [12
U.S.C. 2901 et seq.] and the member’s record of
lending to first-time homebuyers.

(h) Special liquidity advances
(1) In general

Subject to paragraph (2), the Federal Home
Loan Banks may, upon the request of the Di-
rector of the Office of Thrift Supervision,
make short-term liquidity advances to a sav-
ings association that—

(A) is solvent but presents a supervisory
concern because of such association’s poor
financial condition; and

(B) has reasonable and demonstrable pros-
pects of returning to a satisfactory financial
condition.

(2) Interest on and security for special liquid-
ity advances

Any loan by a Federal Home Loan Bank pur-
suant to paragraph (1) shall be subject to all
applicable collateral requirements, including
the requirements of subsection (a) of this sec-
tion, and shall be at an interest rate no less fa-
vorable than those made available for similar
short-term liquidity advances to savings asso-
ciations that do not present such supervisory
concern.

(i) Community investment program
(1) In general

Each Bank shall establish a program to pro-
vide funding for members to undertake com-
munity-oriented mortgage lending. Each Bank
shall designate a community investment offi-
cer to implement community lending and af-
fordable housing advance programs of the
Banks under this subsection and subsection (j)
of this section and provide technical assist-
ance and outreach to promote such programs.
Advances under this program shall be priced
at the cost of consolidated Federal Home Loan
Bank obligations of comparable maturities,
taking into account reasonable administrative
costs.

(2) Community-oriented mortgage lending
For purposes of this subsection, the term

‘‘community-oriented mortgage lending’’
means providing loans—

(A) to finance home purchases by families
whose income does not exceed 115 percent of
the median income for the area,

(B) to finance purchase or rehabilitation of
housing for occupancy by families whose in-
come does not exceed 115 percent of median
income for the area,

(C) to finance commercial and economic
development activities that benefit low- and
moderate-income families or activities that
are located in low- and moderate-income
neighborhoods, and

(D) to finance projects that further a com-
bination of the purposes described in sub-
paragraphs (A) through (C).

(j) Affordable housing program
(1) In general

Pursuant to regulations promulgated by the
Board, each Bank shall establish an Affordable
Housing Program to subsidize the interest rate
on advances to members engaged in lending
for long term, low- and moderate-income,
owner-occupied and affordable rental housing
at subsidized interest rates.
(2) Standards

The Board’s regulations shall permit Bank
members to use subsidized advances received
from the Banks to—

(A) finance homeownership by families
with incomes at or below 80 percent of the
median income for the area; or

(B) finance the purchase, construction, or
rehabilitation of rental housing, at least 20
percent of the units of which will be occu-
pied by and affordable for very low-income
households for the remaining useful life of
such housing or the mortgage term.

(3) Priorities for making advances
In using advances authorized under para-

graph (1), each Bank member shall give prior-
ity to qualified projects such as the following:

(A) purchase of homes by families whose
income is 80 percent or less of the median in-
come for the area,

(B) purchase or rehabilitation of housing
owned or held by the United States Govern-
ment or any agency or instrumentality of
the United States; and

(C) purchase or rehabilitation of housing
sponsored by any nonprofit organization,
any State or political subdivision of any
State, any local housing authority or State
housing finance agency.

(4) Report
Each member receiving advances under this

program shall report annually to the Bank
making such advances concerning the mem-
ber’s use of advances received under this pro-
gram.

(5) Contribution to program
Each Bank shall annually contribute the

percentage of its annual net earnings pre-
scribed in the following subparagraphs to sup-
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port subsidized advances through the Afford-
able Housing Program:

(A) In 1990, 1991, 1992, and 1993, 5 percent of
the preceding year’s net income, or such pro-
rated sums as may be required to assure that
the aggregate contribution of all the Banks
shall not be less than $50,000,000 for each
such year.

(B) In 1994, 6 percent of the preceding
year’s net income, or such prorated sum as
may be required to assure that the aggregate
contribution of the Banks shall not be less
than $75,000,000 for such year.

(C) In 1995, and subsequent years, 10 per-
cent of the preceding year’s net income, or
such prorated sums as may be required to as-
sure that the aggregate contribution of the
Banks shall not be less than $100,000,000 for
each such year.

(6) Grounds for suspending contributions
(A) In general

If a Bank finds that the payments required
under this paragraph are contributing to the
financial instability of such Bank, it may
apply to the Federal Housing Finance Board
for a temporary suspension of such pay-
ments.
(B) Financial instability

In determining the financial instability of
a Bank, the Federal Housing Finance Board
shall consider such factors as (i) whether the
Bank’s earnings are severely depressed, (ii)
whether there has been a substantial decline
in membership capital, and (iii) whether
there has been a substantial reduction in ad-
vances outstanding.
(C) Review

The Board shall review the application and
any supporting financial data and issue a
written decision approving or disapproving
such application. The Board’s decision shall
be accompanied by specific findings and rea-
sons for its action.
(D) Monitoring suspension

If the Board grants a suspension, it shall
specify the period of time such suspension
shall remain in effect and shall continue to
monitor the Bank’s financial condition dur-
ing such suspension.
(E) Limitations on grounds for suspension

The Board shall not suspend payments to
the Affordable Housing Program if the
Bank’s reduction in earnings is a result of (i)
a change in the terms for advances to mem-
bers which is not justified by market condi-
tions, (ii) inordinate operating and adminis-
trative expenses, or (iii) mismanagement.
(F) Congressional notification and action

The Federal Housing Finance Board shall
notify the Committee on Banking, Finance
and Urban Affairs of the House of Represent-
atives and the Committee on Banking, Hous-
ing, and Urban Affairs of the Senate not less
than 60 days before such suspension takes ef-
fect. Such suspension shall become effective
unless a joint resolution is enacted dis-
approving such suspension.

(7) Failure to use amounts for affordable hous-
ing

If any Bank fails to utilize or commit the
full amount provided in this subsection in any
year, 90 percent of the amount that has not
been utilized or committed in that year shall
be deposited by the Bank in an Affordable
Housing Reserve Fund administered by the
Board. The 10 percent of the unutilized and un-
committed amount retained by a Bank should
be fully utilized or committed by that Bank
during the following year and any remaining
portion must be deposited in the Affordable
Housing Reserve Fund. Under regulations es-
tablished by the Board, funds from the Afford-
able Housing Reserve Fund may be made
available to any Bank to meet additional af-
fordable housing needs in such Bank’s district
pursuant to this section.
(8) Net earnings

The net earnings of any Federal Home Loan
Bank shall be determined for purposes of this
paragraph—

(A) after reduction for any payment re-
quired under section 1441 or 1441b of this
title; and

(B) before declaring any dividend under
section 1436 of this title.

(9) Regulations
The Federal Housing Finance Board shall

promulgate regulations to implement this sub-
section. Such regulations shall, at a mini-
mum—

(A) specify activities eligible to receive
subsidized advances from the Banks under
this program;

(B) specify priorities for the use of such
advances;

(C) ensure that advances made under this
program will be used only to assist projects
for which adequate long-term monitoring is
available to guarantee that affordability
standards and other requirements of this
subsection are satisfied;

(D) ensure that a preponderance of assist-
ance provided under this subsection is ulti-
mately received by low- and moderate-in-
come households;

(E) ensure that subsidies provided by
Banks to member institutions under this
program are passed on to the ultimate bor-
rower;

(F) establish uniform standards for sub-
sidized advances under this program and
subsidized lending by member institutions
supported by such advances, including maxi-
mum subsidy and risk limitations for dif-
ferent categories of loans made under this
subsection; and

(G) coordinate activities under this sub-
section with other Federal or federally-sub-
sidized affordable housing activities to the
maximum extent possible.

(10) Other programs
No provision of this subsection or subsection

(i) of this section shall preclude any Bank
from establishing additional community in-
vestment cash advance programs or contribut-
ing additional sums to the Affordable Housing
Reserve Fund.
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(11) Advisory Council
Each Bank shall appoint an Advisory Coun-

cil of 7 to 15 persons drawn from community
and nonprofit organizations actively involved
in providing or promoting low- and moderate-
income housing in its district. The Advisory
Council shall meet with representatives of the
board of directors of the Bank quarterly to ad-
vise the Bank on low- and moderate-income
housing programs and needs in the district and
on the utilization of the advances for these
purposes. Each Advisory Council established
under this paragraph shall submit to the
Board at least annually its analysis of the low-
income housing activity of the Bank by which
it is appointed.

(12) Reports to Congress
(A) The Board shall monitor and report an-

nually to the Congress and the Advisory Coun-
cil for each Bank the support of low-income
housing and community development by the
Banks and the utilization of advances for
these purposes.

(B) The analyses submitted by the Advisory
Councils to the Board under paragraph (11)
shall be included as part of the report required
by this paragraph.

(C) The Comptroller General of the United
States shall audit and evaluate the Affordable
Housing Program established by this sub-
section after such program has been operating
for 2 years. The Comptroller General shall re-
port to Congress on the conclusions of the
audit and recommend improvements or modi-
fications to the program.

(13) Definitions
For purposes of this subsection—

(A) Low- or moderate-income household
The term ‘‘low- or moderate-income house-

hold’’ means any household which has an in-
come of 80 percent or less of the area me-
dian.

(B) Very low-income household
The term ‘‘very low-income household’’

means any household that has an income of
50 percent or less of the area median.

(C) Low- or moderate-income neighborhood
The term ‘‘low- or moderate-income neigh-

borhood’’ means any neighborhood in which
51 percent or more of the households are low-
or moderate-income households.

(D) Affordable for very-low income house-
holds

For purposes of paragraph (2)(B) the term
‘‘affordable for very-low income households’’
means that rents charged to tenants for
units made available for occupancy by low-
income families shall not exceed 30 percent
of the adjusted income of a family whose in-
come equals 50 percent of the income for the
area (as determined by the Secretary of
Housing and Urban Development) with ad-
justment for family size.

(July 22, 1932, ch. 522, § 10, 47 Stat. 731; Apr. 27,
1934, ch. 168, § 10, 48 Stat. 646; June 27, 1934, ch.
847, § 501, 48 Stat. 1261; May 28, 1935, ch. 150, §§ 5,

6, 49 Stat. 294, 295; Mar. 28, 1941, ch. 31, § 7, 55
Stat. 62; Aug. 1, 1947, ch. 431, 61 Stat. 714; Apr. 20,
1950, ch. 94, title V, § 501, 64 Stat. 80; Sept. 1, 1951,
ch. 378, title II, § 208, 65 Stat. 303; Aug. 2, 1954, ch.
649, title V, § 502, 68 Stat. 634; Pub. L. 85–857,
§ 13(e), Sept. 2, 1958, 72 Stat. 1264; Pub. L. 87–779,
§ 2(b), Oct. 9, 1962, 76 Stat. 779; Pub. L. 88–560,
title IX, § 906, Sept. 2, 1964, 78 Stat. 805; Pub. L.
93–449, § 4(c), Oct. 18, 1974, 88 Stat. 1367; Pub. L.
95–128, title IV, § 406, Oct. 12, 1977, 91 Stat. 1137;
Pub. L. 97–320, title III, § 352, Oct. 15, 1982, 96
Stat. 1507; Pub. L. 97–457, § 15, Jan. 12, 1983, 96
Stat. 2509; Pub. L. 100–86, title I, § 105, title III,
§ 306(d), Aug. 10, 1987, 101 Stat. 575, 601; Pub. L.
101–73, title VII, §§ 701(b)(1), (3)(A), 710(b)(4), (5),
(c), 714, 721, Aug. 9, 1989, 103 Stat. 412, 418, 419,
423; Pub. L. 102–550, title XIII, § 1392(a), Oct. 28,
1992, 106 Stat. 4009; Pub. L. 106–102, title VI,
§§ 604(a)–(c), 606(f)(2), Nov. 12, 1999, 113 Stat. 1451,
1452, 1455.)

REFERENCES IN TEXT

The Community Reinvestment Act of 1977, referred to
in subsec. (g)(2), is title VIII of Pub. L. 95–128, Oct. 12,
1977, 91 Stat. 1147, as amended, which is classified gen-
erally to chapter 30 (§ 2901 et seq.) of this title. For
complete classification of this Act to the Code, see
Short Title note set out under section 2901 of this title
and Tables.

AMENDMENTS

1999—Pub. L. 106–102, § 604(b), amended section catch-
line generally.

Subsec. (a). Pub. L. 106–102, § 604(a), inserted heading,
designated first sentence of introductory provisions as
par. (1) and inserted heading, substituted par. (2) for
former second sentence of introductory provisions
which read as follows: ‘‘All long-term advances shall
only be made for the purpose of providing funds for res-
idential housing finance.’’, designated third sentence of
introductory provisions as par. (3), inserted heading, re-
designated former pars. (1) to (4) as subpars. (A) to (D),
respectively, of par. (3) and realigned margins, in sub-
par. (C), substituted ‘‘Cash or deposits’’ for ‘‘Deposits’’,
in subpar. (D), struck out at end ‘‘The aggregate
amount of outstanding advances secured by such other
real estate related collateral shall not exceed 30 per-
cent of such member’s capital.’’, and added subpar. (E),
redesignated former par. (5) as (4), inserted heading,
substituted ‘‘Subparagraphs (A) through (E) of para-
graph (3)’’ for ‘‘Paragraphs (1) through (4)’’, struck out
‘‘and the Board’’ after ‘‘such collateral as the Bank’’
and substituted ‘‘determined by the Federal home loan
bank’’ for ‘‘determined by the Board’’, and added pars.
(5) and (6).

Subsec. (c). Pub. L. 106–102, § 606(f)(2)(A), substituted
‘‘Federal home loan bank’’ for ‘‘Board’’ before ‘‘may ap-
prove or determine’’ and struck out at end ‘‘At no time
shall the aggregate outstanding advances made by any
Federal Home Loan Bank to any member exceed twen-
ty times the amounts paid in by such member for out-
standing capital stock held by it exceed twenty times
the value of the security required to be deposited under
subsection (e) of section 1426 of this title.’’

Subsec. (d). Pub. L. 106–102, § 606(f)(2)(B), struck out
‘‘and the approval of the Board’’ after ‘‘requirements of
the bank’’ in first sentence and substituted ‘‘Any’’ for
‘‘Subject to the approval of the Board, any’’ in third
sentence.

Subsec. (e). Pub. L. 106–102, § 604(c), struck out subsec.
(e) relating to qualified thrift lender status.

1992—Subsec. (e)(2). Pub. L. 102–550 added sentence at
end and struck out former second sentence which read
as follows: ‘‘The aggregate amount of any Bank’s ad-
vances to members that are not qualified thrift lenders
shall not exceed 30 percent of a Bank’s total advances.’’

1989—Subsec. (a). Pub. L. 101–73, § 714(a), substituted
‘‘upon collateral sufficient, in the judgment of the
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Bank, to fully secure advances obtained from the Bank
under this section or section 1431(g) of this title. All
long-term advances shall only be made for the purpose
of providing funds for residential housing finance. A
Bank, at the time of origination or renewal of a loan or
advance, shall obtain and maintain a security interest
in collateral eligible pursuant to one or more of the fol-
lowing categories:’’ and pars. (1) to (5) for ‘‘upon such
security as the Board may prescribe.’’

Subsec. (b). Pub. L. 101–73, § 701(b)(1), (3)(A), sub-
stituted ‘‘Board’’ for ‘‘board’’.

Subsec. (c). Pub. L. 101–73, § 710(b)(4), (5), struck out
‘‘or nonmember borrower’’ after ‘‘obligation of the
member’’, and ‘‘, or made to a nonmember borrower’’
after ‘‘stock held by it’’.

Pub. L. 101–73, § 701(b)(1), (3)(A), substituted ‘‘Board’’
for ‘‘board’’.

Subsec. (d). Pub. L. 101–73, § 701(b)(1), (3)(A), sub-
stituted ‘‘Board’’ for ‘‘board’’ wherever appearing.

Subsec. (e). Pub. L. 101–73, § 714(b), which directed the
general amendment of subsec. (e), was executed to the
subsec. (e) added by section 105 of Pub. L. 100–86, as the
probable intent of Congress. As thus executed, the
amendment substituted provisions relating to qualified
thrift lender status for provisions relating to reduced
eligibility for advances for certain members which were
not qualified thrift lenders.

Subsec. (g). Pub. L. 101–73, § 710(c), added subsec. (g).
Subsec. (h). Pub. L. 101–73, § 714(c), added subsec. (h).
Subsecs. (i), (j). Pub. L. 101–73, § 721, added subsecs. (i)

and (j).
1987—Subsec. (e). Pub. L. 100–86, § 306(d), added subsec.

(e) relating to priority of certain secured interests.
Pub. L. 100–86, § 105, added subsec. (e) relating to re-

duced eligibility for advances for certain members
which are not qualified thrift lenders.

1982—Subsec. (a). Pub. L. 97–320, § 352(1), as amended
by Pub. L. 97–457, amended subsec. (a) generally. Prior
to amendment subsec. (a) read as follows: ‘‘Each Fed-
eral Home Loan Bank is authorized to make advances
to its members upon the security of home mortgages,
or obligations of the United States, or obligations fully
guaranteed by the United States, subject to such regu-
lations, restrictions, and limitations as the Board may
prescribe. Any such advance shall be subject to the fol-
lowing limitations as to amount:

‘‘(1) If secured by a mortgage insured under the pro-
visions of title I, title II, title VI, title VIII, or title
IX of the National Housing Act [12 U.S.C. 1702 et seq.,
1707 et seq., 1736 et seq., 1748 et seq., and 1750 et seq.,
respectively], the advance may be for an amount not
in excess of 90 per centum of the unpaid principal of
the mortgage loan.

‘‘(2) If secured by a home mortgage given in respect
of an amortized home mortgage loan which was for
an original term of six years or more, or in cases
where shares of stock, which are pledged as security
for such loan, mature in a period of six years or more,
the advance may be for an amount not in excess of 65
per centum of the unpaid principal of the home mort-
gage loan; but in no case shall the amount of the ad-
vance exceed 60 per centum of the value of the real
estate securing the home mortgage loan.

‘‘(3) If secured by a home mortgage given in respect
of any other home mortgage loan, the advance shall
not be for an amount in excess of 50 per centum of the
unpaid principal of the home mortgage loan; but in
no case shall the amount of such advance exceed 40
per centum of the value of the real estate securing
the home mortgage loan.

‘‘(4) If secured by obligations of the United States,
or obligations fully guaranteed by the United States,
the advance shall not be for an amount in excess of
the face value of such obligations.’’
Subsec. (b). Pub. L. 97–320, § 352(2), struck out provi-

sions relating to acceptance of home mortgages as col-
lateral security for advances by a Home Loan Bank.

Subsec. (c). Pub. L. 97–320, § 352(3), substituted ‘‘twen-
ty’’ for ‘‘twelve’’ wherever appearing.

1977—Subsec. (b). Pub. L. 95–128 substituted prohibi-
tion against acceptance of a home mortgage as collat-

eral security for an advance by a Federal Home Loan
Bank if, at the time the advance is made, the home
mortgage exceeds a sum equal to the dollar limitation
under the first proviso of the first sentence of section
1464(c) of this title for each home or other dwelling unit
covered by such mortgage for prior prohibition where
the home mortgage exceeded a sum equal to $55,000 (ex-
cept that with respect to dwellings in Alaska, Guam,
and Hawaii the foregoing limitation, might, by regula-
tion of the Board, be increased by not to exceed 50 per
centum) for each home or other dwelling unit covered
by the mortgage.

1974—Subsec. (b). Pub. L. 93–449 substituted provi-
sions limiting the home mortgage to a sum not to ex-
ceed $55,000, except with respect to dwellings in Alaska,
Guam, etc., for provisions limiting the home mortgage
to a sum not to exceed $40,000.

1964—Subsec. (b). Pub. L. 88–560 substituted ‘‘thirty’’
for ‘‘twenty-five’’ in cl. (1) and ‘‘$40,000’’ for ‘‘$35,000’’ in
cl. (2).

1962—Subsec. (b). Pub. L. 87–779 substituted ‘‘exceeds
a sum equal to $35,000 for each home or other dwelling
unit covered by such mortgage’’ for ‘‘exceeds $35,000’’.

1958—Subsec. (b). Pub. L. 85–857 inserted ‘‘chapter 37
of title 38,’’ after ‘‘Servicemen’s Readjustment Act of
1944, as amended,’’.

1954—Subsec. (b)(2). Act Aug. 2, 1954, substituted
‘‘$35,000’’ for ‘‘$20,000’’.

1951—Subsec. (a)(1). Act Sept. 1, 1951, inserted a ref-
erence to subchapter X of chapter 13 of this title.

1950—Subsec. (a) (1). Act Apr. 20, 1950, § 501(1), sub-
stituted ‘‘subchapters I, II, VI, and VIII of chapter 13 of
this title’’ for ‘‘sections 1707–1715b and 1736–1742 of this
title’’.

Subsec. (b). Act Apr. 20, 1950, § 501(2), inserted ‘‘unless
such home mortgage is insured under the National
Housing Act, as amended, or insured or guaranteed
under the Servicemen’s Readjustment Act of 1944, as
amended’’ after ‘‘Maturity’’ in first sentence.

1947—Subsec. (b). Act Aug. 1, 1947, increased period
collateral security can run from twenty years to twen-
ty-five years.

1941—Subsec. (a)(1). Act Mar. 28, 1941, inserted ref-
erence to sections 1736–1742 of this title.

1935—Subsec. (a). Act May 28, 1935, § 5, added cl. (4).
Subsec. (b)(1). Act May 28, 1935, § 6, substituted ‘‘twen-

ty’’ for ‘‘fifteen’’ and omitted reference to value of real
estate in cl. 2.

1934—Subsec. (a). Act June 27, 1934, amended subsec.
(a) generally.

Subsec. (b). Act Apr. 27, 1934, inserted ‘‘unless the
amount,’’ etc. to end of first sentence.

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

EFFECTIVE DATE OF 1958 AMENDMENT

Amendment by Pub. L. 85–857 effective Jan. 1, 1959,
see section 2 of Pub. L. 85–857, set out as an Effective
Date note preceding Part 1 of Title 38, Veterans’ Bene-
fits.

TERMINATION OF REPORTING REQUIREMENTS

For termination, effective May 15, 2000, of provisions
in subsec. (j)(12)(A) of this section relating to require-
ment to report annually to Congress, see section 3003 of
Pub. L. 104–66, as amended, set out as a note under sec-
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tion 1113 of Title 31, Money and Finance, and page 170
of House Document No. 103–7.

AUTHORIZATION OF APPROPRIATIONS FOR DISBURSEMENT
TO FEDERAL HOME LOAN BANKS FOR ADJUSTMENT OF
INTEREST CHARGES

Pub. L. 91–351, title I, § 101, July 24, 1970, 84 Stat. 450,
provided that:

‘‘(a) There is authorized to be appropriated not to ex-
ceed $250,000,000, without fiscal year limitation, to be
used by the Federal Home Loan Bank Board for dis-
bursement to Federal home loan banks for the purpose
of adjusting the effective interest charged by such
banks on short-term and long-term borrowing to pro-
mote an orderly flow of funds into residential construc-
tion. The disbursement of sums appropriated hereunder
shall be made under such terms and conditions as may
be prescribed by the Board to assure that such sums are
used to assist in the provision of housing for low- and
middle-income families, and that such families share
fully in the benefits resulting from the disbursement of
such sums. No member of a Federal home loan bank
shall use funds the interest charges on which have been
adjusted pursuant to the provisions of this section to
make any loan, if—

‘‘(1) the effective rate of interest on such loan ex-
ceeds the effective rate of interest on such funds pay-
able by such member by a percentile amount which is
in excess of such amount as the Board determines to
be appropriate in furtherance of the purposes of this
section; or

‘‘(2) the principal obligation of any such loan which
is secured by a mortgage on a residential structure
exceeds the dollar limitations on the maximum mort-
gage amount, in effect on the date the mortgage was
originated, which would be applicable if the mortgage
was insured by the Secretary of Housing and Urban
Development under section 203(b) or 207 of the Na-
tional Housing Act [section 1709(b) or 1713 of this
title].
‘‘(b) Not more than 20 per centum of the sums appro-

priated pursuant to subsection (a) shall be disbursed in
any one Federal home loan bank district.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1430b, 1431,
1441b, 1733, 2705 of this title.

§ 1430a. Omitted

CODIFICATION

Section, act July 22, 1932, ch. 522, § 10a, as added June
27, 1934, ch. 847, § 502, 48 Stat. 1261, provided for ad-
vances by Federal Home Loan Banks to finance home
repairs, improvements, and alterations until July 1,
1936.

§ 1430b. Advances to nonmember mortgagee;
terms and conditions

(a) In general
Each Federal Home Loan Bank is authorized

to make advances to nonmember mortgagees ap-
proved under title II of the National Housing
Act [12 U.S.C. 1707 et seq.]. Such mortgagees
must be chartered institutions having succes-
sion and subject to the inspection and super-
vision of some governmental agency, and whose
principal activity in the mortgage field must
consist of lending their own funds. Such ad-
vances shall not be subject to the other provi-
sions and restrictions of this chapter, but shall
be made upon the security of insured mortgages,
insured under title II of the National Housing
Act. Advances made under the terms of this sec-
tion shall be at such rates of interest and upon
such terms and conditions as shall be deter-

mined by the Board, but no advance may be for
an amount in excess of 90 per centum of the un-
paid principal of the mortgage loan given as se-
curity.
(b) Exception

An advance made to a State housing finance
agency for the purpose of facilitating mortgage
lending that benefits individuals and families
that meet the income requirements set forth in
section 142(d) or 143(f) of title 26, need not be col-
lateralized by a mortgage insured under title II
of the National Housing Act [12 U.S.C. 1707 et
seq.] or otherwise, if—

(1) such advance otherwise meets the re-
quirements of this subsection; and

(2) such advance meets the requirements of
section 1430(a) of this title, and any real estate
collateral for such loan comprises single fam-
ily or multifamily residential mortgages.

(July 22, 1932, ch. 522, § 10b, as added May 25, 1935,
ch. 150, § 7, 49 Stat. 295; amended Pub. L. 101–73,
title VII, § 701(b)(1), (3)(A), Aug. 9, 1989, 103 Stat.
412; Pub. L. 102–550, title XIII, § 1392(b), Oct. 28,
1992, 106 Stat. 4009.)

REFERENCES IN TEXT

The National Housing Act, referred to in text, is act
June 27, 1934, ch. 847, 48 Stat. 1246, as amended. Title II
of the Act is classified generally to subchapter II (§ 1707
et seq.) of chapter 13 of this title. For complete classi-
fication of this Act to the Code, see section 1701 of this
title and Tables.

AMENDMENTS

1992—Pub. L. 102–550 designated existing provisions as
subsec. (a), inserted heading, and added subsec. (b).

1989—Pub. L. 101–73 substituted ‘‘Board’’ for ‘‘Federal
Home Loan Bank Board’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1733, 2705 of this
title.

§ 1431. Powers and duties of banks

(a) Borrowing money; issuing bonds and deben-
tures; general powers

Each Federal Home Loan Bank shall have
power, subject to rules and regulations pre-
scribed by the Board, to borrow and give secu-
rity therefor and to pay interest thereon, to
issue debentures, bonds, or other obligations
upon such terms and conditions as the Board
may approve, and to do all things necessary for
carrying out the provisions of this chapter and
all things incident thereto.
(b) Issuance of consolidated Federal Home Loan

Bank debentures; restrictions
The Board may issue consolidated Federal

Home Loan Bank debentures which shall be the
joint and several obligations of all Federal
Home Loan Banks organized and existing under
this chapter, in order to provide funds for any
such bank or banks, and such debentures shall
be issued upon such terms and conditions as the
Board may prescribe. No such debentures shall
be issued at any time if any of the assets of any
Federal Home Loan Bank are pledged to secure
any debts or subject to any lien, and neither the
Board nor any Federal Home Loan Bank shall
have power to pledge any of the assets of any
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1 So in original. See 1989 Amendment note below.

Federal Home Loan Bank, or voluntarily to per-
mit any lien to attach to the same while any of
such debentures so issued are outstanding. The
debentures issued under this section and out-
standing shall at no time exceed five times the
total paid-in capital of all the Federal Home
Loan Banks as of the time of the issue of such
debentures. It shall be the duty of the Board not
to issue debentures under this section in excess
of the notes or obligations of member institu-
tions held and secured under section 1430(a) of
this title by all the Federal Home Loan Banks.
(c) Issuance of Federal Home Loan Bank bonds

At any time that no debentures are outstand-
ing under this chapter, or in order to refund all
outstanding consolidated debentures issued
under this section, the Board may issue consoli-
dated Federal Home Loan Bank bonds which
shall be the joint and several obligations of all
the Federal Home Loan Banks, and shall be se-
cured and be issued upon such terms and condi-
tions as the Board may prescribe.
(d) Additional or substituted collateral on adjust-

ment of equities
The Board shall have full power to require any

Federal Home Loan Bank to deposit additional
collateral or to make substitutions of collateral
or to adjust equities between the Federal Home
Loan Banks.
(e) Acceptance of deposits; restrictions on trans-

action of banking business; collection and
settlement of checks, drafts, etc.; charges;
rules and regulations

(1) Each Federal Home Loan Bank shall have
power to accept deposits made by members of
such bank or by any other Federal Home Loan
Bank or other instrumentality of the United
States, upon such terms and conditions as the
Board may prescribe, but no Federal Home Loan
Bank shall transact any banking or other busi-
ness not incidental to activities authorized by
this chapter.

(2)(A) The Board may, subject to such rules
and regulations, including definitions of terms
used in this paragraph, as the Board shall from
time to time prescribe, authorize Federal Home
Loan Banks to be drawees of, and to engage in,
or be agents or intermediaries for, or otherwise
participate or assist in, the collection and set-
tlement of (including presentment, clearing, and
payment of, and remitting for), checks, drafts,
or any other negotiable or nonnegotiable items
or instruments of payment drawn on or issued
by members of any Federal Home Loan Bank or
by institutions which are eligible to make appli-
cation to become members pursuant to section
1424 of this title, and to have such incidental
powers as the Board shall find necessary for the
exercise of any such authorization.

(B) A Federal Home Loan Bank shall make
charges, to be determined and regulated by the
Board consistent with the principles set forth in
section 248a(c) of this title, or utilize the serv-
ices of, or act as agent for, or be a member of,
a Federal Reserve bank, clearinghouse, or any
other public or private financial institution or
other agency, in the exercise of any powers or
functions pursuant to this paragraph.

(C) The Board is authorized, with respect to
participation in the collection and settlement of

any items by Federal Home Loan Banks, and
with respect to the collection and settlement
(including payment by the payor institution) of
items payable by Federal savings and loan asso-
ciations and Federal mutual savings banks, to
prescribe rules and regulations regarding the
rights, powers, responsibilities, duties, and li-
abilities, including standards relating thereto,
of such Federal Home Loan Banks, associations,
or banks and other parties to any such items or
their collection and settlement. In prescribing
such rules and regulations, the Board may adopt
or apply, in whole or in part, general banking
usage and practices, and, in instances or re-
spects in which they would otherwise not be ap-
plicable, Federal Reserve regulations and oper-
ating letters, the Uniform Commercial Code,
and clearinghouse rules.
(f) Rediscount of notes held by other banks; pur-

chase of bonds of other banks
The Board is authorized and empowered to

permit,,1 to require,1 Federal Home Loan Banks,
upon such terms and conditions as the Board
may prescribe, to rediscount the discounted
notes of members held by other Federal Home
Loan Banks, or to make loans to, or make de-
posits with, such other Federal Home Loan
Banks, or to purchase any bonds or debentures
issued under this section.
(g) Reserves

Each Federal Home Loan Bank shall at all
times have at least an amount equal to the cur-
rent deposits received from its members in-
vested in (1) obligations of the United States, (2)
deposits in banks or trust companies, (3) ad-
vances with a maturity of not to exceed five
years which are made to members, upon such
terms and conditions as the Board may pre-
scribe, and (4) advances with a maturity of not
to exceed five years which are made to members
whose creditor liabilities (not including ad-
vances from the Federal home loan bank) do not
exceed 5 per centum of their net assets, and
which may be made without the security of
home mortgages or other security, upon such
terms and conditions as the Board may pre-
scribe.
(h) Investment of surplus funds

Such part of the assets of each Federal Home
Loan Bank (except reserves and amounts pro-
vided for in subsection (g) of this section) as are
not required for advances to members, may be
invested, to such extent as the bank may deem
desirable and subject to such regulations, re-
strictions, and limitations as may be prescribed
by the Board, in obligations of the United
States, in obligations, participations, or other
instruments of or issued by the Federal National
Mortgage Association or the Government Na-
tional Mortgage Association, in mortgages, obli-
gations, or other securities which are or ever
have been sold by the Federal Home Loan Mort-
gage Corporation pursuant to section 1454 or sec-
tion 1455 of this title, in the stock of the Federal
National Mortgage Association, in stock, obliga-
tions, or other securities of any small business
investment company formed pursuant to section
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681 of title 15, for the purpose of aiding members
of the Federal Home Loan Bank System, and in
such securities as fiduciary and trust funds may
be invested in under the laws of the State in
which the Federal Home Loan Bank is located.
(i) Treasury purchase of banks� obligations; exer-

cise of authority
The Secretary of the Treasury is authorized in

his discretion to purchase any obligations issued
pursuant to this section, as heretofore, now, or
hereafter in force and for such purpose the Sec-
retary of the Treasury is authorized to use as a
public-debt transaction the proceeds of the sale
of any securities hereafter issued under chapter
31 of title 31, as now or hereafter in force, and
the purposes for which securities may be issued
under chapter 31 of title 31, as now or hereafter
in force, are extended to include such purchases.
The Secretary of the Treasury may, at any time,
sell, upon such terms and conditions and at such
price or prices as he shall determine, any of the
obligations acquired by him under this sub-
section. All redemptions, purchases, and sales
by the Secretary of the Treasury of such obliga-
tions under this subsection shall be treated as
public-debt transactions of the United States.
The Secretary of the Treasury shall not at any
time purchase any obligations under this para-
graph if such purchase would increase the aggre-
gate principal amount of his then outstanding
holdings of such obligations under this para-
graph to an amount greater than $4,000,000,000.
Each purchase of obligations by the Secretary of
the Treasury under this subsection shall be upon
terms and conditions as shall be determined by
the Secretary of the Treasury and shall bear
such rate of interest as may be determined by
the Secretary of the Treasury taking into con-
sideration the current average market yield for
the month preceding the month of such purchase
on outstanding marketable obligations of the
United States.

In addition to obligations authorized to be
purchased by the preceding paragraph, the Sec-
retary of the Treasury is authorized to purchase
any obligations issued pursuant to this section
in amounts not to exceed $2,000,000,000. The au-
thority provided in this paragraph shall expire
August 10, 1975.

Notwithstanding the foregoing, the authority
provided in this subsection may be exercised
during any calendar quarter beginning after Oc-
tober 28, 1974, only if the Secretary of the Treas-
ury and the Chairperson of the Board certify to
the Congress that (1) alternative means cannot
be effectively employed to permit members of
the Federal Home Loan Bank System to con-
tinue to supply reasonable amounts of funds to
the mortgage market, and (2) the ability to sup-
ply such funds is substantially impaired because
of monetary stringency and a high level of inter-
est rates. Any funds borrowed under this sub-
section shall be repaid by the Home Loan Banks
at the earliest practicable date.
(j) Audits

Notwithstanding the provisions of section
9105(a)(1)(B) 2 of title 31, audits by the General
Accounting Office of the financial transactions

of a Federal Home Loan Bank shall not be lim-
ited to periods during which Government capital
has been invested therein. The provisions of sec-
tions 9107(c)(2) and 9108(d)(1) of title 31 shall not
apply to any Federal Home Loan Bank.
(k) Bank loans to SAIF

(1) Loans authorized
Subject to paragraph (3), the Federal Home

Loan Banks may, upon the request of the Fed-
eral Deposit Insurance Corporation, make
loans to such Corporation for the use of the
Savings Association Insurance Fund.
(2) Liability of the Fund

Any loan by a Federal Home Loan Bank pur-
suant to paragraph (1) shall be a direct liabil-
ity of the Savings Association Insurance Fund.
(3) Interest on and security for such loans

Any loan by a Federal Home Loan Bank pur-
suant to paragraph (1) shall—

(A) bear a rate of interest not less than
such Bank’s current marginal cost of funds,
taking into account the maturities involved;
and

(B) be adequately secured.

(July 22, 1932, ch. 522, § 11, 47 Stat. 733; June 27,
1934, ch. 847, § 503, 48 Stat. 1261; June 27, 1950, ch.
369, §§ 3, 4, 64 Stat. 257; Aug. 2, 1954, ch. 649, title
II, § 204(a), 68 Stat. 622; Pub. L. 88–560, title VII,
§ 701(d)(1), Sept. 2, 1964, 78 Stat. 800; Pub. L.
90–448, title VIII, § 807(k), Aug. 1, 1968, 82 Stat.
545; Pub. L. 91–151, title I, § 3, Dec. 23, 1969, 83
Stat. 374; Pub. L. 91–609, title IX, § 914, Dec. 31,
1970, 84 Stat. 1815; Pub. L. 93–383, title VIII,
§ 805(c)(2), Aug. 22, 1974, 88 Stat. 727; Pub. L.
93–495, title I, § 112, Oct. 28, 1974, 88 Stat. 1506;
Pub. L. 96–153, title III, § 324, Dec. 21, 1979, 93
Stat. 1121; Pub. L. 96–221, title III, § 311, Mar. 31,
1980, 94 Stat. 149; Pub. L. 97–320, title I, § 125(c),
Oct. 15, 1982, 96 Stat. 1485; Pub. L. 101–73, title
VII, §§ 701(b)(1)–(3)(A), (c), 709, 710(b)(6), Aug. 9,
1989, 103 Stat. 412, 418; Pub. L. 104–208, div. A,
title II, § 2704(d)(11)(A), div. D, title II, § 208(h)(2),
Sept. 30, 1996, 110 Stat. 3009–489, 3009–747.)

REFERENCES IN TEXT

Section 9105 of title 31, referred to in subsec. (j), was
amended generally by Pub. L. 101–576, title III, § 305,
Nov. 15, 1990, 104 Stat. 2853, and, as so amended, subsec.
(a) does not contain a par. (1)(B). Prior to the general
amendment, subsec. (a)(1)(B) related to audits of
mixed-ownership Government corporations during peri-
ods in which capital of the United States Government
was invested therein.

CODIFICATION

In subsecs. (i) (first par.) and (j), ‘‘chapter 31 of title
31’’ substituted for ‘‘the Second Liberty Bond Act’’, and
‘‘section 9105(a)(1)(B) of title 31’’ and ‘‘sections
9107(c)(2) and 9108(d)(1) of title 31’’ substituted for ‘‘the
first sentence of section 202 of the Government Cor-
poration Control Act [31 U.S.C. 857]’’ and ‘‘the first sen-
tence of subsection (d) of section 303 of the Government
Corporation Control Act [31 U.S.C. 868(d)]’’, respec-
tively, on authority of Pub. L. 97–258, § 4(b), Sept. 13,
1982, 96 Stat. 1067, the first section of which enacted
Title 31, Money and Finance.

AMENDMENTS

1996—Subsec. (h). Pub. L. 104–208, § 208(h)(2), sub-
stituted ‘‘section 681 of title 15’’ for ‘‘section 681(d) of
title 15’’.



Page 278TITLE 12—BANKS AND BANKING§ 1432

1 So in original.

Subsec. (k). Pub. L. 104–208, § 2704(d)(11)(A), which di-
rected the amendment of subsec. (k) by substituting
‘‘the Deposit Insurance Fund’’ for ‘‘SAIF’’ in heading
and ‘‘Deposit Insurance Fund’’ for ‘‘Savings Associa-
tion Insurance Fund’’ in pars. (1) and (2), was not exe-
cuted. See Effective Date of 1996 Amendment note
below.

1989—Subsecs. (a) to (d). Pub. L. 101–73, § 701(b)(1),
(3)(A), substituted ‘‘Board’’ for ‘‘board’’ wherever ap-
pearing.

Subsec. (e)(1). Pub. L. 101–73, § 709(1), inserted ‘‘inci-
dental to activities’’ after ‘‘other business not’’.

Pub. L. 101–73, § 701(b)(1), (3)(A), substituted ‘‘Board’’
for ‘‘board’’.

Subsec. (e)(2)(C). Pub. L. 101–73, § 701(c)(1), which di-
rected insertion of ‘‘Federal Home Loan’’ before
‘‘Banks,’’ was executed the second time that term ap-
peared, because ‘‘Federal Home Loan’’ already preceded
the term ‘‘Banks,’’ the first place it appeared.

Subsec. (f). Pub. L. 101–73, § 709(2), which directed
amendment of subsec. (f) by striking out ‘‘or whenever
in the judgment of at least 4 members of the board an
emergency exists requiring such action’’ after ‘‘empow-
ered to permit,’’, was executed by striking out ‘‘or
whenever in the judgment of at least four members of
the board an emergency exists requiring such action’’,
as the probable intent of Congress. The amendment
probably should also have struck out the comma after
‘‘empowered to permit’’ and the words ‘‘, to require,’’
after ‘‘such action’’.

Pub. L. 101–73, § 701(b)(1), (3)(A), substituted ‘‘Board’’
for ‘‘board’’ wherever appearing.

Subsec. (g). Pub. L. 101–73, § 710(b)(6), struck out ‘‘or
nonmember borrowers’’ after ‘‘made to members’’
wherever appearing.

Subsec. (h). Pub. L. 101–73, § 710(b)(6), struck out ‘‘or
nonmember borrowers’’ after ‘‘advances to members’’.

Pub. L. 101–73, § 701(b)(1), (3)(A), substituted ‘‘Board’’
for ‘‘board’’.

Subsec. (i). Pub. L. 101–73, § 701(c)(2), inserted ‘‘Fed-
eral’’ before ‘‘Home Loan Bank System’’.

Pub. L. 101–73, § 701(b)(1), (2), substituted ‘‘Chair-
person of the Board’’ for ‘‘Chairman of the Federal
Home Loan Bank Board’’.

Subsec. (k). Pub. L. 101–73, § 709(3), amended subsec.
(k) generally. Prior to amendment, subsec. (k) read as
follows: ‘‘The Federal Home Loan Banks are hereby au-
thorized, as directed by the Board, to make loans to the
Federal Savings and Loan Insurance Corporation. All
such loans shall be made in accordance with the provi-
sions of section 1725(d) of this title.’’

1982—Subsec. (k). Pub. L. 97–320 added subsec. (k).
1980—Subsec. (e). Pub. L. 96–221 designated existing

provisions as par. (1) and added par. (2).
1979—Subsec. (h). Pub. L. 96–153 inserted provisions

relating to stock, obligations, or other securities of any
small business investment company formed pursuant to
section 681(d) of title 15, for the purpose of aiding mem-
bers of the Federal Home Loan Bank System.

1974—Subsec. (h). Pub. L. 93–383 inserted reference to
mortgages, obligations, or other securities sold by the
Federal Home Loan Mortgage Corporation pursuant to
section 1454 or 1455 of this title.

Subsec. (i). Pub. L. 93–495 substituted ‘‘obligations
under this paragraph’’ for ‘‘obligations under this sub-
section’’ wherever appearing in fourth sentence of ini-
tial par., in second par. substituted provisions authoriz-
ing purchase of obligations issued pursuant to this sec-
tion in amounts not to exceed $2,000,000,000, for provi-
sions relating to exercise of authority of this sub-
section by the Secretary of the Treasury, and added
third par.

1970—Subsec. (g). Pub. L. 91–609 substituted ‘‘five
years’’ for ‘‘one year’’ in items (3) and (4).

1969—Subsec. (i). Pub. L. 91–151 increased the borrow-
ing limit to $4,000,000,000 and made it a requirement
that the rate charged on such borrowing be set at the
current market yield on Treasury obligations and
added a new paragraph which allows the Secretary to
permit members of the Home Loan Bank System to

continue to supply funds to the mortgage market dur-
ing tight market conditions.

1968—Subsec. (h). Pub. L. 90–448 inserted ‘‘or the Gov-
ernment National Mortgage Association, in the stock
of the Federal National Mortgage Association’’.

1964—Subsec. (h). Pub. L. 88–560 substituted ‘‘in obli-
gations, participations, or other instruments of or is-
sued by the Federal National Mortgage Association’’
for ‘‘in obligations of the Federal National Mortgage
Association’’.

1954—Subsec. (h). Act Aug. 2, 1954, inserted reference
to obligations of the Federal National Mortgage Asso-
ciation.

1950—Subsec. (g). Act June 27, 1950, § 3, struck out re-
quirement that sums paid in on outstanding capital
subscriptions of members from the base for determin-
ing the amount of money which the Federal Home Loan
Banks shall at all times have invested.

Subsecs. (i), (j). Act June 27, 1950, § 4, added subsecs.
(i) and (j).

1934—Subsecs. (i), (j). Act June 27, 1934, among other
changes, struck out subsecs. (i) and (j).

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by section 2704(d)(11)(A) of Pub. L.
104–208 effective Jan. 1, 1999, if no insured depository in-
stitution is a savings association on that date, see sec-
tion 2704(c) of Pub. L. 104–208, set out as a note under
section 1821 of this title.

EFFECTIVE DATE OF 1968 AMENDMENT

For effective date of amendment by title VIII of Pub.
L. 90–448, see section 808 of Pub. L. 90–448, set out as an
Effective Date note under section 1716b of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1422b, 1430, 1438,
2705 of this title.

§ 1432. Incorporation of banks; corporate powers;
housing project loans

(a) The directors of each Federal Home Loan
Bank shall, in accordance with such rules and
regulations as the Board may prescribe, make
and file with the Board at the earliest prac-
ticable date after the establishment of such
bank, an organization certificate which shall
contain such information as the Board may re-
quire. Upon the making and filing of such orga-
nization certificate with the Board, such bank
shall become, as of the date of the execution of
its organization certificate, a body corporate,
and as such and in its name as designated by the
Board it shall have power to adopt, alter, and
use a corporate seal; to make contracts; to pur-
chase or lease and hold or dispose of such real
estate as may be necessary or convenient for the
transaction of its business; to sue and be sued,
to complain and to defend, in any court of com-
petent jurisdiction, State or Federal; to select,
employ, and fix the compensation of such offi-
cers, employees, attorneys, and agents as shall
be necessary for the transaction of its busi-
ness,; 1 to define their duties, require bonds of
them and fix the penalties thereof, and to dis-
miss at pleasure such officers, employees, attor-
neys, and agents; and, by the board of directors
of the bank, to prescribe, amend, and repeal by-
laws governing the manner in which its affairs
may be administered, consistent with applicable
laws and regulations, as administered by the Fi-
nance Board. No officer, employee, attorney, or



Page 279 TITLE 12—BANKS AND BANKING § 1434

1 So in original. Word ‘‘in’’ probably should not appear.

agent of a Federal home loan bank who receives
compensation, may be a member of the board of
directors. Each such bank shall have all such in-
cidental powers, not inconsistent with the provi-
sions of this chapter, as are customary and
usual in corporations generally.

(b) Subject to such regulations as may be pre-
scribed by the Board, one or more Federal home
loan banks may acquire, hold, or dispose of, in
whole or in part, or facilitate such acquisition,
holding, or disposition by members of any such
bank of, housing project loans, or interests
therein, having the benefit of any guaranty
under section 2181 of title 22, as now or hereafter
in effect, or loans, or interests therein, having
the benefit of any guaranty under section 2184 of
title 22 or any commitment or agreement with
respect to such loans, or interests therein, made
pursuant to either of such sections. This author-
ity extends to the acquisition, holding, and dis-
position of loans, or interests therein, having
the benefit of any guaranty under section 2181 or
2182 of title 22 or such sections as hereafter
amended or extended, or of any commitment or
agreement for any such guaranty.

(July 22, 1932, ch. 522, § 12, 47 Stat. 735; Pub. L.
89–754, title X, § 1016(a), Nov. 3, 1966, 80 Stat. 1293;
Pub. L. 90–448, title XVII, § 1717, Aug. 1, 1968, 82
Stat. 609; Pub. L. 91–609, title IX, § 907(a), Dec. 31,
1970, 84 Stat. 1811; Pub. L. 101–73, title VII,
§ 701(b)(1), (3)(A), Aug. 9, 1989, 103 Stat. 412; Pub.
L. 106–102, title VI, § 606(d), Nov. 12, 1999, 113
Stat. 1454.)

REFERENCES IN TEXT

Section 2184 of title 22, referred to in subsec. (b),
which related to housing projects in Latin American
countries, was omitted in the general amendment made
by section 105 of Pub. L. 91–175, Dec. 30, 1969, 83 Stat.
807. See section 2182 of Title 22, Foreign Relations and
Intercourse.

AMENDMENTS

1999—Subsec. (a). Pub. L. 106–102, § 606(d)(1), struck
out ‘‘, but, except with the prior approval of the Board,
no bank building shall be bought or erected to house
any such bank, or leased by such bank under any lease
for such purpose which has a term of more than ten
years’’ after ‘‘convenient for the transaction of its busi-
ness’’, struck out ‘‘subject to the approval of the
Board’’ after ‘‘necessary for the transaction of its busi-
ness’’, substituted ‘‘and, by the board of directors of the
bank, to prescribe, amend, and repeal by-laws govern-
ing the manner in which its affairs may be adminis-
tered, consistent with applicable laws and regulations,
as administered by the Finance Board. No officer, em-
ployee, attorney, or agent of a Federal home loan
bank’’ for ‘‘and, by its Board of directors, to prescribe,
amend, and repeal bylaws, rules, and regulations gov-
erning the manner in which its affairs may be adminis-
tered; and the powers granted to it by law may be exer-
cised and enjoyed subject to the approval of the Board.
The president of a Federal Home Loan Bank may also
be a member of the Board of directors thereof, but no
other officer, employee, attorney, or agent of such
bank,’’, and, in penultimate sentence, substituted
‘‘board of directors’’ for ‘‘Board of directors’’ after
‘‘may be a member of the’’.

Subsec. (b). Pub. L. 106–102, § 606(d)(2), substituted
‘‘Federal home loan banks’’ for ‘‘Federal home loans
banks’’.

1989—Subsec. (a). Pub. L. 101–73 substituted ‘‘Board’’
for ‘‘board’’ wherever appearing.

1970—Subsec. (b). Pub. L. 91–609 extended authority to
make housing project loans to acquisition, holding, and

disposition of loans, or interest therein, having benefit
of any guaranty under section 2181 or 2182 of title 22 or
such sections as hereafter amended or extended, or of
any commitment or agreement for any such guaranty.

1968—Pub. L. 90–448 designated existing provisions as
subsec. (a) and added subsec. (b).

1966—Pub. L. 89–754 substituted ‘‘but, except with the
prior approval of the board, no bank building shall be
bought or erected to house any such bank, or leased by
such bank under any lease’’ for ‘‘but no bank building
shall be bought or erected to house any such bank, nor
shall any such bank make any lease’’ in second sen-
tence.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1427 of this title.

§ 1433. Exemption from taxation; obligations ac-
ceptable as credit on debt of home owner

Any and all notes, debentures, bonds, and
other such obligations issued by any bank, and
consolidated Federal Home Loan Bank bonds
and debentures, shall be exempt both as to prin-
cipal and interest from all taxation (except sur-
taxes, estate, inheritance, and gift taxes) now or
hereafter imposed by the United States, by any
Territory, dependency, or possession thereof, or
by any State, county, municipality, or local tax-
ing authority. The bank, including its franchise,
its capital, reserves, and surplus, its advances,
and its income, shall be exempt from all tax-
ation now or hereafter imposed by the United
States, by any Territory, dependency, or posses-
sion thereof, or by any State, county, munici-
pality, or local taxing authority; except that in 1

any real property of the bank shall be subject to
State, Territorial, county, municipal, or local
taxation to the same extent according to its
value as other real property is taxed. The notes,
debentures, and bonds issued by any bank, with
unearned coupons attached, shall be accepted at
par by such bank in payment of or as a credit
against the obligation of any home-owner debtor
of such bank.

(July 22, 1932, ch. 522, § 13, 47 Stat. 735; May 28,
1935, ch. 150, § 8, 49 Stat. 295.)

AMENDMENTS

1935—Act May 28, 1935, inserted ‘‘and consolidated
Federal Home Loan Bank bonds and debentures’’ in
first sentence.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1441, 1441b of
this title.

§ 1434. Depositaries of public money; financial
agents

When designated for that purpose by the Sec-
retary of the Treasury, each Federal Home Loan
Bank shall be a depositary of public money, ex-
cept receipts from customs, under such regula-
tions as may be prescribed by said Secretary;
and it may also be employed as a financial agent
of the Government; and it shall perform all such
reasonable duties as depositary of public money
and financial agent of the Government as may
be required of it.

(July 22, 1932, ch. 522, § 14, 47 Stat. 736.)
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§ 1435. Obligations as lawful investments; liabil-
ity of United States for debentures, etc., is-
sued by banks

Obligations of the Federal Home Loan Banks
issued with the approval of the Board under this
chapter shall be lawful investments, and may be
accepted as security, for all fiduciary, trust, and
public funds the investment or deposit of which
shall be under the authority or control of the
United States or any officer or officers thereof.
The Federal reserve banks are authorized to act
as depositaries, custodians, and/or fiscal agents
for Federal Home Loan Banks in the general
performance of their powers under this chapter.
All obligations of Federal Home Loan Banks
shall plainly state that such obligations are not
obligations of the United States and are not
guaranteed by the United States.

(July 22, 1932, ch. 522, § 15, 47 Stat. 736; Pub. L.
101–73, title VII, § 701(b)(1), (3)(A), Aug. 9, 1989,
103 Stat. 412.)

AMENDMENTS

1989—Pub. L. 101–73 substituted ‘‘Board’’ for ‘‘board’’.

§ 1436. Reserves and dividends; emergency sus-
pensions of requirements

(a) Accumulation and maintenance of reserves;
payment of dividends

Each Federal Home Loan Bank may carry to a
reserve account from time-to-time such portion
of its net earnings as may be determined by its
board of directors. Each Federal Home Loan
Bank shall establish such additional reserves
and/or make such charge-offs on account of de-
preciation or impairment of its assets as the
Board shall require from time to time. No divi-
dends shall be paid except out of previously re-
tained earnings or current net earnings remain-
ing after reductions for all reserves, chargeoffs,
purchases of capital certificates of the Financ-
ing Corporation, and payments relating to the
Funding Corporation required under this chap-
ter have been provided for, other than chargeoffs
or expenses incurred by a Bank in connection
with the purchase of capital stock of the Fi-
nancing Corporation under section 1441 of this
title or payments relating to the Funding Cor-
poration Principal Fund under section 1441b(e)
of this title. The reserves of each Federal Home
Loan Bank shall be invested, subject to such
regulations, restrictions, and limitations as may
be prescribed by the Board, in direct obligations
of the United States, in obligations, participa-
tions, or other instruments of or issued by the
Federal National Mortgage Association or the
Government National Mortgage Association, in
mortgages, obligations, or other securities
which are or ever have been sold by the Federal
Home Loan Mortgage Corporation pursuant to
section 1454 or section 1455 of this title, and in
such securities as fiduciary and trust funds may
be invested in under the laws of the State in
which the Federal Home Loan Bank is located.
(b) Assistance to member institutions in event of

severe financial conditions
Notwithstanding subsection (a) of this section

or any other provision of this chapter, if the
Board determines that severe financial condi-

tions exist threatening the stability of member
institutions, the Board may suspend tempo-
rarily the requirements of subsection (a) of this
section that a portion of net earnings be set
aside semiannually by each Federal Home Loan
Bank to a reserve account and permit each Fed-
eral Home Loan Bank to declare and pay divi-
dends out of undivided profits.
(c) Exception in case of losses in connection with

Financing Corporation stock
(1) In general

Notwithstanding subsection (a) of this sec-
tion, if—

(A) a Federal Home Loan Bank incurs a
chargeoff or an expense in connection with
such bank’s investment in the stock of the
Financing Corporation under section 1441 of
this title;

(B) the Board determines there is an ex-
traordinary need for the member institu-
tions of the bank to receive dividends; and

(C) the bank has reduced all reserves
(other than the reserve account required by
the first 2 sentences of subsection (a) of this
section) to zero,

the Board may authorize such bank to declare
and pay dividends out of undivided profits (as
such term is defined in section 1441(d)(7) of
this title) or the reserve account required by
the first 2 sentences of subsection (a) of this
section.
(2) Requirements of section 1441 of this title

not affected
Notwithstanding any payment of dividends

by any Federal Home Loan Bank pursuant to
an authorization by the Board under para-
graph (1), the applicable provisions of section
1441 of this title shall continue to apply with
respect to such bank, and to such bank’s in-
vestment in the Financing Corporation, in the
same manner and to the same extent as if such
payment had not been made.

(July 22, 1932, ch. 522, § 16, 47 Stat. 736; Aug. 2,
1954, ch. 649, title II, § 204(a), 68 Stat. 622; Pub. L.
88–560, title VII, § 701(d)(2), Sept. 2, 1964, 78 Stat.
800; Pub. L. 90–448, title VIII, § 807(l), Aug. 1, 1968,
82 Stat. 545; Pub. L. 93–383, title VIII, § 805(c)(3),
Aug. 22, 1974, 88 Stat. 727; Pub. L. 97–320, title I,
§ 124, Oct. 15, 1982, 96 Stat. 1485; Pub. L. 100–86,
title III, § 306(a), Aug. 10, 1987, 101 Stat. 600; Pub.
L. 101–73, title VII, §§ 701(b)(1), (3)(A), 724(a), Aug.
9, 1989, 103 Stat. 412, 428; Pub. L. 106–102, title VI,
§ 606(g), Nov. 12, 1999, 113 Stat. 1455.)

AMENDMENTS

1999—Subsec. (a). Pub. L. 106–102, in third sentence
substituted ‘‘previously retained earnings or current
net earnings’’ for ‘‘net earnings’’ and struck out ‘‘, and
then only with the approval of the Federal Housing Fi-
nance Board’’ after ‘‘section 1441b(e) of this title’’ and
struck out fourth sentence which read as follows: ‘‘Be-
ginning on January 1, 1992, the preceding sentence shall
be applied by substituting ‘previously retained earnings
or current net earnings’ for ‘net earnings’.’’

1989—Subsec. (a). Pub. L. 101–73, § 724(a)(1), sub-
stituted ‘‘Each Federal Home Loan Bank may carry to
a reserve account from time-to-time such portion of its
net earnings as may be determined by its board of di-
rectors.’’ for ‘‘Each Federal Home Loan Bank shall
carry to a reserve account semiannually 20 per centum
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of its net earnings until said reserve account shall show
a credit balance equal to 100 per centum of the paid-in
capital of such bank. After said reserve has reached 100
per centum of the paid-in capital of said bank, 5 per
centum of its net earnings shall be added thereto semi-
annually. Whenever said reserve shall have been im-
paired below 100 per centum of the paid-in capital it
shall be restored before any dividends are paid.’’

Pub. L. 101–73, § 724(a)(2), substituted ‘‘No dividends
shall be paid except out of net earnings remaining after
reductions for all reserves, chargeoffs, purchases of
capital certificates of the Financing Corporation, and
payments relating to the Funding Corporation required
under this chapter have been provided for, other than
chargeoffs or expenses incurred by a Bank in connec-
tion with the purchase of capital stock of the Financ-
ing Corporation under section 1441 of this title or pay-
ments relating to the Funding Corporation Principal
Fund under section 1441b(e) of this title, and then only
with the approval of the Federal Housing Finance
Board. Beginning on January 1, 1992, the preceding sen-
tence shall be applied by substituting ‘previously re-
tained earnings or current net earnings’ for ‘net earn-
ings’.’’ for ‘‘No dividends shall be paid except out of net
earnings remaining after all reserves and charge-offs
required under this chapter have been provided for, and
then only with the approval of the board.’’

Pub. L. 101–73, § 701(b)(1), (3)(A), substituted ‘‘Board’’
for ‘‘board’’ wherever appearing.

1987—Subsec. (c). Pub. L. 100–86 added subsec. (c).
1982—Pub. L. 97–320 designated existing provisions as

subsec. (a) and added subsec. (b).
1974—Pub. L. 93–383 inserted reference to mortgages,

obligations, or other securities sold by the Federal
Home Loan Mortgage Corporation pursuant to section
1454 or section 1455 of this title.

1968—Pub. L. 90–448 authorized investments in obliga-
tions, participations, or other instruments issued by
the Government National Mortgage Association.

1964—Pub. L. 88–560 substituted ‘‘in obligations, par-
ticipations, or other instruments of or issued by the
Federal National Mortgage Association’’ for ‘‘in obliga-
tions of the Federal National Mortgage Association’’.

1954—Act Aug. 2, 1954, inserted reference to obliga-
tions of Federal National Mortgage Association in last
sentence.

EFFECTIVE DATE OF 1989 AMENDMENT

Section 724(b) of Pub. L. 101–73 provided that: ‘‘The
amendment made by subsection (a)(1) [amending this
section] shall take effect on January 1, 1992.’’

EFFECTIVE DATE OF 1968 AMENDMENT

For effective date of amendment by title VIII of Pub.
L. 90–448, see section 808 of Pub. L. 90–448, set out as an
Effective Date note under section 1716b of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1430, 1438, 1441,
1441b of this title.

§ 1437. Repealed. Pub. L. 101�73, title VII, § 703(a),
Aug. 9, 1989, 103 Stat. 415

Section, acts July 22, 1932, ch. 522, § 17, 47 Stat. 736;
1947 Reorg. Plan No. 3, eff. July 27, 1947, 12 F.R. 4981, 61
Stat. 954; Aug. 11, 1955, ch. 783, title I, § 109(a)(3), 69
Stat. 640; June 29, 1977, Pub. L. 95–56, 91 Stat. 252; Aug.
4, 1977, Pub. L. 95–90, §§ 1, 2, 91 Stat. 564; Oct. 15, 1982,
Pub. L. 97–320, title I, § 127, 96 Stat. 1486; Jan. 12, 1983,
Pub. L. 97–457, § 8, 96 Stat. 2507; Nov. 30, 1983, Pub. L.
98–181, title VII, § 702(b), 97 Stat. 1267, set forth powers
and duties, etc., of Federal Home Loan Bank Board.

TRANSFER OF FUNCTIONS, PERSONNEL, AND PROPERTY
OF FEDERAL SAVINGS AND LOAN INSURANCE CORPORA-
TION AND FEDERAL HOME LOAN BANK BOARD

Pub. L. 101–73, title IV, §§ 401–406, Aug. 9, 1989, 103
Stat. 354–363, as amended by Pub. L. 102–233, title III,
§ 313, Dec. 12, 1991, 105 Stat. 1770, provided that:

‘‘SEC. 401. FSLIC AND FEDERAL HOME LOAN BANK
BOARD ABOLISHED.

‘‘(a) IN GENERAL.—
‘‘(1) FSLIC.—Effective on the date of the enactment

of this Act [Aug. 9, 1989], the Federal Savings and
Loan Insurance Corporation established under sec-
tion 402 of the National Housing Act [former 12 U.S.C.
1725] is abolished.

‘‘(2) FHLBB.—Effective at the end of the 60-day pe-
riod beginning on the date of the enactment of this
Act, the Federal Home Loan Bank Board and the po-
sition of Chairman of the Federal Home Loan Bank
Board are abolished.
‘‘(b) DISPOSITION OF AFFAIRS.—

‘‘(1) IN GENERAL.—During the 60-day period begin-
ning on the date of the enactment of this Act [Aug.
9, 1989], the Chairman of the Federal Home Loan
Bank Board—

‘‘(A) shall, solely for the purpose of winding up
the affairs of the Federal Savings and Loan Insur-
ance Corporation and the Federal Home Loan Bank
Board—

‘‘(i) manage the employees of the Board and
provide for the payment of the compensation and
benefits of any such employee which accrue be-
fore the effective date of the transfer of such em-
ployee pursuant to section 403; and

‘‘(ii) manage any property of the Board and the
Corporation until such property is transferred
pursuant to section 405; and
‘‘(B) may take any other action necessary for the

purpose of winding up the affairs of the Corporation
and the Board.
‘‘(2) AVAILABILITY OF FUNDS IN FSLIC RESOLUTION

FUND ON A REIMBURSABLE BASIS.—
‘‘(A) AVAILABILITY OF FUNDS.—Notwithstanding

any provision of section 11A of the Federal Deposit
Insurance Act [12 U.S.C. 1821a] (as added by section
215 of this Act), funds in the FSLIC Resolution
Fund shall be available to the Chairman of the Fed-
eral Home Loan Bank Board to pay any expense in-
curred in carrying out the requirements of para-
graph (1).

‘‘(B) PAYMENT BY FDIC.—Upon the request of the
Chairman of the Federal Home Loan Bank Board,
the Federal Deposit Insurance Corporation shall
pay to the Chairman from the FSLIC Resolution
Fund the amounts requested for expenses described
in subparagraph (A).

‘‘(C) EXCLUSIVE SOURCE OF FUNDS.—No funds or
other property of the Federal Home Loan Bank
Board or the Federal Savings and Loan Insurance
Corporation (other than the FSLIC Resolution
Fund) may be used by the Chairman of the Federal
Home Loan Bank Board to pay any expense in-
curred in carrying out any provision of this title
[see Tables for classification].

‘‘(D) REIMBURSEMENT BY SUCCESSOR AGENCIES.—
Disbursements from the FSLIC Resolution Fund
pursuant to subparagraph (A) which are attrib-
utable to employees described in paragraph (1)(A)(i)
and property described in paragraph (1)(A)(ii) shall
be reimbursed by the agency to which any such em-
ployee or property is transferred.

‘‘(c) AUTHORITY AND STATUS OF CHAIRMAN OF THE FED-
ERAL HOME LOAN BANK BOARD.—

‘‘(1) IN GENERAL.—Notwithstanding the repeal of
section 17 of the Federal Home Loan Bank Act [12
U.S.C. 1437] by section 703 of this Act, the repeal of
section 402(c) of the National Housing Act [12 U.S.C.
1725(c)] by section 407 of this title, the abolishment of
the Federal Savings and Loan Insurance Corporation
under section 401 of this title, the Chairman of the
Federal Home Loan Bank Board shall have any au-
thority vested in the Chairman or the Board before
such date of enactment [Aug. 9, 1989] which is nec-
essary for the Chairman to carry out the require-
ments of this section, paragraphs (1) and (2) of section
403(b), and section 405(a) during the 60-day period be-
ginning on such date.
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‘‘(2) OTHER PROVISIONS.—For purposes of paragraph
(1), the Chairman of the Federal Home Loan Bank
Board shall continue to be—

‘‘(A) treated as an officer of the United States
during the 60-day period referred to in such sub-
paragraph; and

‘‘(B) entitled to compensation at the annual rate
of basic pay payable for level III of the Executive
Schedule [5 U.S.C. 5314].
‘‘(3) NO ADDITIONAL COMPENSATION IF APPOINTED DI-

RECTOR.—During the 60-day period beginning on the
date of the enactment of this Act [Aug. 9, 1989], the
Chairman of the Federal Home Loan Bank Board
shall not be entitled to any additional compensation
by reason of his appointment as Director of the Office
of Thrift Supervision.
‘‘(d) STATUS OF EMPLOYEES BEFORE TRANSFER.—

‘‘(1) EMPLOYEES OF FSLIC.—Any employee of the
Federal Savings and Loan Insurance Corporation
shall be treated as an employee of the Federal Home
Loan Bank Board for purposes of subsection
(b)(1)(A)(i).

‘‘(2) RULE OF CONSTRUCTION.—The repeal of section
17 of the Federal Home Loan Bank Act [12 U.S.C. 1437]
by section 703 of this Act, the repeal of section 402(c)
of the National Housing Act [12 U.S.C. 1725(c)] by sec-
tion 407 of this title, and the abolishment of the Fed-
eral Savings and Loan Insurance Corporation under
section 401 of this title, shall not be construed as af-
fecting the status of employees of such Corporation
or of the Federal Home Loan Bank Board as employ-
ees of an agency of the United States for purposes of
any other provision of law before the effective date of
the transfer of any such employee pursuant to sec-
tion 403.
‘‘(e) CONTINUATION OF SERVICES.—

‘‘(1) IN GENERAL.—The Director of the Office of
Thrift Supervision, the Chairperson of the Oversight
Board of the Resolution Trust Corporation, the
Chairperson of the Federal Deposit Insurance Cor-
poration, and the Chairperson of the Federal Housing
Finance Board may use the services of employees and
other personnel and the property of the Federal Home
Loan Bank Board and the Federal Savings and Loan
Insurance Corporation, on a reimbursable basis, to
perform functions which have been transferred to
such agencies for such time as is reasonable to facili-
tate the orderly transfer of functions transferred pur-
suant to any other provision of this Act [see Tables
for classification] or any amendment made by this
Act to any other provision of law.

‘‘(2) REIMBURSEMENT.—The reimbursement required
under paragraph (1) with respect to employees, per-
sonnel, and property described in such paragraph
shall be made to the FSLIC Resolution Fund and
shall be taken into account in determining the
amount of any reimbursement required under sub-
section (b)(2)(D).

‘‘(3) AGENCY SERVICES.—Any agency, department, or
other instrumentality of the United States (including
any Federal home loan bank), and any successor to
any such agency, department, or instrumentality,
which was providing supporting services to the Fed-
eral Home Loan Bank Board or the Federal Savings
and Loan Insurance Corporation before the enact-
ment of this Act [Aug. 9, 1989] in connection with
functions that are transferred to the Office of Thrift
Supervision, the Resolution Trust Corporation, the
Federal Deposit Insurance Corporation, or the Fed-
eral Housing Finance Board shall—

‘‘(A) continue to provide such services, on a reim-
bursable basis, until the transfer of such functions
is complete; and

‘‘(B) consult with any such agency to coordinate
and facilitate a prompt and reasonable transition.

‘‘(f) SAVINGS PROVISIONS RELATING TO FSLIC.—
‘‘(1) EXISTING RIGHTS, DUTIES, AND OBLIGATIONS NOT

AFFECTED.—Subsection (a) shall not affect the valid-
ity of any right, duty, or obligation of the United
States, the Federal Savings and Loan Insurance Cor-
poration, or any other person, which—

‘‘(A) arises under or pursuant to any section of
title IV of the National Housing Act [former 12
U.S.C. 1724 et seq.]; and

‘‘(B) existed on the day before the date of the en-
actment of this Act [Aug. 9, 1989].
‘‘(2) CONTINUATION OF SUITS.—No action or other

proceeding commenced by or against the Federal
Savings and Loan Insurance Corporation, or any Fed-
eral home loan bank with respect to any function of
the Corporation which was delegated to employees of
such bank, shall abate by reason of the enactment of
this Act [see Tables for classification], except that
the appropriate successor to the interests of such
Corporation shall be substituted for the Corporation
or the Federal home loan bank as a party to any such
action or proceeding.
‘‘(g) SAVINGS PROVISIONS RELATING TO FHLBB.—

‘‘(1) EXISTING RIGHTS, DUTIES, AND OBLIGATIONS NOT
AFFECTED.—Subsection (a) shall not affect the valid-
ity of any right, duty, or obligation of the United
States, the Federal Home Loan Bank Board, or any
other person, which—

‘‘(A) arises under or pursuant to the Federal
Home Loan Bank Act [12 U.S.C. 1421 et seq.], the
Home Owners’ Loan Act of 1933 [12 U.S.C. 1461 et
seq.], or any other provision of law applicable with
respect to such Board (other than title IV of the
National Housing Act [former 12 U.S.C. 1724 et
seq.]); and

‘‘(B) existed on the day before the date of the en-
actment of this Act [Aug. 9, 1989].
‘‘(2) CONTINUATION OF SUITS.—

‘‘(A) [sic] IN GENERAL.—No action or other pro-
ceeding commenced by or against the Federal Home
Loan Bank Board, or any Federal home loan bank
with respect to any function of the Board which
was delegated to employees of such bank, shall
abate by reason of the enactment of this Act [see
Tables for classification], except that the appro-
priate successor to the interests of such Board shall
be substituted for the Board or the Federal home
loan bank as a party to any such action or proceed-
ing.

‘‘(h) CONTINUATION OF ORDERS, RESOLUTIONS, DETER-
MINATIONS, AND REGULATIONS.—Subject to section 402,
all orders, resolutions, determinations, and regula-
tions, which—

‘‘(1) have been issued, made, prescribed, or allowed
to become effective by the Federal Savings and Loan
Insurance Corporation or the Federal Home Loan
Bank Board (including orders, resolutions, deter-
minations, and regulations which relate to the con-
duct of conservatorships and receiverships), or by a
court of competent jurisdiction, in the performance
of functions which are transferred by this Act [see
Tables for classification]; and

‘‘(2) are in effect on the date this Act takes effect
[Aug. 9, 1989],

shall continue in effect according to the terms of such
orders, resolutions, determinations, and regulations
and shall be enforceable by or against the Director of
the Office of Thrift Supervision, the Federal Deposit
Insurance Corporation, the Federal Housing Finance
Board, or the Resolution Trust Corporation, as the case
may be, until modified, terminated, set aside, or super-
seded in accordance with applicable law by the Director
of the Office of Thrift Supervision, the Federal Deposit
Insurance Corporation, the Federal Housing Finance
Board, or the Resolution Trust Corporation, as the case
may be, by any court of competent jurisdiction, or by
operation of law.

‘‘(i) IDENTIFICATION OF REGULATIONS WHICH REMAIN IN
EFFECT PURSUANT TO THIS SECTION.—Before the end of
the 60-day period beginning on the date of the enact-
ment of this Act [Aug. 9, 1989], the Director of the Of-
fice of Thrift Supervision and the Chairperson of the
Federal Deposit Insurance Corporation shall—

‘‘(1) identify the regulations and orders which re-
late to the conduct of conservatorships and receiver-
ships in accordance with the allocation of authority
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between them under this Act [see Tables for classi-
fication] and the amendments made by this Act; and

‘‘(2) promptly publish notice of such identification
in the Federal Register.

‘‘SEC. 402. CONTINUATION AND COORDINATION OF
CERTAIN REGULATIONS.

‘‘(a) REGULATIONS RELATING TO INSURANCE FUNC-
TIONS.—All regulations and orders of the Federal Sav-
ings and Loan Insurance Corporation, or the Federal
Home Loan Bank Board (in such Board’s capacity as
the board of trustees of such Corporation), which are in
effect on the date of the enactment of this Act [Aug. 9,
1989] and relate to—

‘‘(1) the provision, rates, or cancellation of insur-
ance of accounts; or

‘‘(2) the administration of the insurance fund of the
Federal Savings and Loan Insurance Corporation,

shall remain in effect according to the terms of such
regulations and orders and shall be enforceable by the
Federal Deposit Insurance Corporation unless deter-
mined otherwise by such Corporation after consulta-
tion with the Director of the Office of Thrift Super-
vision and, with respect to regulations and orders relat-
ing to the scope of deposit insurance coverage, pursu-
ant to subsection (c).

‘‘(b) IDENTIFICATION OF REGULATIONS WHICH REMAIN IN
EFFECT PURSUANT TO THIS SECTION.—Before the end of
the 60-day period beginning on the date of the enact-
ment of this Act [Aug. 9, 1989], the Director of the Of-
fice of Thrift Supervision and the Chairperson of the
Federal Deposit Insurance Corporation shall—

‘‘(1) identify the regulations and orders referred to
in subsection (a) of this section in accordance with
the allocation of authority between them under this
Act [see Tables for classification] and the amend-
ments made by this Act; and

‘‘(2) promptly publish notice of such identification
in the Federal Register.
‘‘(c) PROCEDURE FOR DIFFERENCES IN DEPOSIT INSUR-

ANCE COVERAGE BETWEEN FSLIC AND FDIC.—
‘‘(1) TRANSITION RULE.—Until the effective date of

regulations prescribed under paragraph (3)(B), any de-
termination of the amount of any insured deposit in
any depository institution which becomes an insured
depository institution as a result of the amendment
made to section 4(a) of the Federal Deposit Insurance
Act [12 U.S.C. 1814(a)] by section 205(1) of this Act
shall be made in accordance with the regulations and
interpretations of the Federal Savings and Loan In-
surance Corporation for determining the amount of
an insured account which were in effect on the day
before the date of the enactment of this Act [Aug. 9,
1989].

‘‘(2) LIMITATION ON EXTENT OF COVERAGE.—During
the period beginning on the date of the enactment of
this Act and ending on the effective date of regula-
tions prescribed under paragraph (3)(B), the amount
of any insured account which is required to be treat-
ed as an insured deposit pursuant to paragraph (1)
shall not exceed the amount of insurance to which
such insured account would otherwise have been enti-
tled pursuant to the regulations and interpretations
of the Federal Savings and Loan Insurance Corpora-
tion which were in effect on the day before the date
of the enactment of this Act.

‘‘(3) UNIFORM TREATMENT OF INSURED DEPOSITS.—
The Federal Deposit Insurance Corporation shall—

‘‘(A) review its regulations, principles, and inter-
pretations for deposit insurance coverage and those
established by the Federal Savings and Loan Insur-
ance Corporation; and

‘‘(B) on or before the end of the 270-day period be-
ginning on the date of the enactment of this Act,
prescribe a uniform set of regulations which shall
be applicable to all insured deposits in insured de-
pository institutions (except to the extent any pro-
vision of this Act, any amendment made by this
Act to the Federal Deposit Insurance Act [12 U.S.C.
1811 et seq.], or any other provision of law requires

or explicitly permits the Federal Deposit Insurance
Corporation to treat insured deposits of Savings As-
sociation Insurance Fund members differently than
insured deposits of Bank Insurance Fund members).
‘‘(4) FACTORS REQUIRED TO BE CONSIDERED.—In pre-

scribing regulations providing for the uniform treat-
ment of deposit insurance coverage, the Federal De-
posit Insurance Corporation shall consider all rel-
evant factors necessary to promote safety and sound-
ness, depositor confidence, and the stability of depos-
its in insured depository institutions.

‘‘(5) NOTICE; EFFECTIVE DATE.—Regulations pre-
scribed under this subsection shall—

‘‘(A) provide for effective notice to depositors in
insured depository institutions of any change in de-
posit insurance coverage which would result under
such regulations; and

‘‘(B) take effect on or before the end of the 90-day
period beginning on the date such regulations be-
come final.
‘‘(6) DEFINITIONS.—For purposes of this subsection—

‘‘(A) INSURED ACCOUNT.—The term ‘insured ac-
count’ has the meaning given to such term in sec-
tion 401(c) of the National Housing Act [former 42
U.S.C. 1724(c)] (as in effect before the date of the en-
actment of this Act [Aug. 9, 1989]).

‘‘(B) INSURED DEPOSITORY INSTITUTION.—The term
‘insured depository institution’ has the meaning
given to such term in section 3(c)(2) of the Federal
Deposit Insurance Act [12 U.S.C. 1813(c)(2)].

‘‘(d) INTERIM TREATMENT OF CUSTODIAL ACCOUNTS.—
‘‘(1) IN GENERAL.—Subject to paragraph (2) and not-

withstanding subsection (a) or any limitation con-
tained in the Federal Deposit Insurance Act [12
U.S.C. 1811 et seq.] relating to the amount of deposit
insurance available to any 1 borrower, amounts held
in custodial accounts in insured depository institu-
tions (as defined in section 3(c)(2) of such Act [12
U.S.C. 1813(c)(2)]) for the payment of principal, inter-
est, tax, and insurance payments for mortgage bor-
rowers, shall be insured under the Federal Deposit In-
surance Act in the amount of $100,000 per mortgage
borrower.

‘‘(2) TREATMENT AFTER EFFECTIVE DATE OF NEW REG-
ULATIONS.—After the effective date of the regulations
prescribed under subsection (c)—

‘‘(A) the amount of deposit insurance available
for custodial accounts shall be determined in ac-
cordance with such regulations; and

‘‘(B) paragraph (1) shall cease to apply with re-
spect to such accounts.

‘‘(e) TREATMENT OF REFERENCES IN ADJUSTABLE RATE
MORTGAGE INSTRUMENTS.—

‘‘(1) IN GENERAL.—For purposes of adjustable rate
mortgage instruments that are in effect as of the
date of enactment of this Act [Aug. 9, 1989], any ref-
erence in the instrument to the Federal Savings and
Loan Insurance Corporation, the Federal Home Loan
Bank Board, or institutions insured by the Federal
Savings and Loan Insurance Corporation before such
date shall be treated as a reference to the Federal De-
posit Insurance Corporation, the Federal Housing Fi-
nance Board, the Office of Thrift Supervision, or in-
stitutions which are members of the Savings Associa-
tion Insurance Fund, as appropriate on the basis of
the transfer of functions pursuant to this Act [see
Tables for classification], unless the context of the
reference requires otherwise.

‘‘(2) SUBSTITUTION FOR INDEXES.—If any index used
to calculate the applicable interest rate on any ad-
justable rate mortgage instrument is no longer cal-
culated and made available as a direct or indirect re-
sult of the enactment of this Act, any index—

‘‘(A) made available by the Director of the Office
of Thrift Supervision, the Chairperson of the Fed-
eral Deposit Insurance Corporation, or the Chair-
person of the Federal Housing Finance Board pursu-
ant to paragraph (3); or

‘‘(B) determined by the Director of the Office of
Thrift Supervision, the Chairperson of the Federal
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Deposit Insurance Corporation, or the Chairperson
of the Federal Housing Finance Board, pursuant to
paragraph (4), to be substantially similar to the
index which is no longer calculated or made avail-
able,

may be substituted by the holder of any such adjust-
able rate mortgage instrument upon notice to the
borrower.

‘‘(3) AGENCY ACTION REQUIRED TO PROVIDE CONTINUED
AVAILABILITY OF INDEXES.—Promptly after the enact-
ment of this subsection [Aug. 9, 1989], the Director of
the Office of Thrift Supervision, the Chairperson of
the Federal Deposit Insurance Corporation, and the
Chairperson of the Federal Housing Finance Board
shall take such action as may be necessary to assure
that the indexes prepared by the Federal Savings and
Loan Insurance Corporation, the Federal Home Loan
Bank Board, and the Federal home loan banks imme-
diately prior to the enactment of this subsection and
used to calculate the interest rate on adjustable rate
mortgage instruments continue to be available.

‘‘(4) REQUIREMENTS RELATING TO SUBSTITUTE IN-
DEXES.—If any agency can no longer make available
an index pursuant to paragraph (3), an index that is
substantially similar to such index may be sub-
stituted for such index for purposes of paragraph (2)
if the Director of the Office of Thrift Supervision, the
Chairperson of the Federal Deposit Insurance Cor-
poration, or the Chairperson of the Federal Housing
Finance Board, as the case may be, determines, after
notice and opportunity for comment, that—

‘‘(A) the new index is based upon data substan-
tially similar to that of the original index; and

‘‘(B) the substitution of the new index will result
in an interest rate substantially similar to the rate
in effect at the time the original index became un-
available.

‘‘SEC. 403. DETERMINATION OF TRANSFERRED
FUNCTIONS AND EMPLOYEES.

‘‘(a) ALL FHLBB AND FSLIC EMPLOYEES SHALL BE
TRANSFERRED.—All employees of the Federal Home
Loan Bank Board and the Federal Savings and Loan In-
surance Corporation shall be identified for transfer
under subsection (b) to the Federal Deposit Insurance
Corporation, the Office of Thrift Supervision, or the
Federal Housing Finance Board.

‘‘(b) FUNCTIONS AND EMPLOYEES TRANSFERRED.—
‘‘(1) IN GENERAL.—The Director of the Office of

Thrift Supervision, the Chairperson of the Oversight
Board of the Resolution Trust Corporation, the
Chairperson of the Federal Deposit Insurance Cor-
poration, the Chairperson of the Federal Housing Fi-
nance Board, and the Chairman of the Federal Home
Loan Bank Board (as of the day before the date of the
enactment of this Act [Aug. 9, 1989]) shall jointly de-
termine the functions or activities of the Federal
Home Loan Bank Board and the Federal Savings and
Loan Insurance Corporation, and the number of em-
ployees of such Board and Corporation necessary to
perform or support such functions or activities,
which are transferred from the Federal Home Loan
Bank Board and the Federal Savings and Loan Insur-
ance Corporation to the Office of Thrift Supervision,
the Resolution Trust Corporation, the Federal De-
posit Insurance Corporation, or the Federal Housing
Finance Board, as the case may be.

‘‘(2) ALLOCATION OF EMPLOYEES.—The Director of
the Office of Thrift Supervision, the Chairperson of
the Oversight Board of the Resolution Trust Corpora-
tion, the Chairperson of the Federal Deposit Insur-
ance Corporation, and the Chairperson of the Federal
Housing Finance Board shall allocate the employees
of the Federal Home Loan Bank Board and the Fed-
eral Savings and Loan Insurance Corporation consist-
ent with the number determined pursuant to para-
graph (1) in a manner which such Director, Chairman,
and Chairpersons, in their sole discretion, deem equi-
table, except that, within work units, the agency
preferences of individual employees shall be accom-
modated as far as possible.

‘‘(c) FEDERAL HOME LOAN BANK PERSONNEL.—Employ-
ees of the Federal home loan banks or the joint offices
of such banks who, on the day before the date of the en-
actment of this Act [Aug. 9, 1989], are performing func-
tions or activities on behalf of the Federal Home Loan
Bank Board or the Federal Savings and Loan Insurance
Corporation shall be treated as employees of the Fed-
eral Home Loan Bank Board or the Federal Savings and
Loan Insurance Corporation for purposes of determin-
ing, pursuant to subsection (b)(1), the number of em-
ployees performing or supporting functions or activi-
ties of such Board or Corporation to the extent such
functions or activities are transferred to the Federal
Deposit Insurance Corporation, the Office of Thrift Su-
pervision, the Resolution Trust Corporation, or the
Federal Housing Finance Board.

‘‘(d) FSLIC EMPLOYEES ENGAGED IN CONSERVATORSHIP
OR RECEIVERSHIP FUNCTIONS.—Individuals who, on the
day before the date of the enactment of this Act [Aug.
9, 1989], are employed by the Federal Savings and Loan
Insurance Corporation in such Corporation’s capacity
as conservator or receiver of any insured depository in-
stitution shall be treated as employees of the Federal
Savings and Loan Insurance Corporation for purposes
of determining, pursuant to subsection (b)(1), the num-
ber of employees performing or supporting functions or
activities of such Corporation if such conservatorship
or receivership is transferred to the Federal Deposit In-
surance Corporation or the Resolution Trust Corpora-
tion.

‘‘SEC. 404. RIGHTS OF EMPLOYEES OF ABOLISHED
AGENCIES.

‘‘All employees identified for transfer under sub-
section (b) of section 403 (other than individuals de-
scribed in subsection (c) or (d) of such section) shall be
entitled to the following rights:

‘‘(1) Each employee so identified shall be trans-
ferred to the appropriate agency or entity for em-
ployment no later than 60 days after the date of the
enactment of this Act [Aug. 9, 1989] and such transfer
shall be deemed a transfer of function for the purpose
of section 3503 of title 5, United States Code.

‘‘(2) Each transferred employee shall be guaranteed
a position with the same status, tenure, grade, and
pay as that held on the day immediately preceding
the transfer. Each such employee holding a perma-
nent position shall not be involuntarily separated or
reduced in grade or compensation for 1 year after the
date of transfer, except for cause or, if the employee
is a temporary employee, separated in accordance
with the terms of the appointment.

‘‘(3)(A) In the case of employees occupying posi-
tions in the excepted service or the Senior Executive
Service, any appointment authority established pur-
suant to law or regulations of the Office of Personnel
Management for filling such positions shall be trans-
ferred, subject to subparagraph (B).

‘‘(B) An agency or entity may decline a transfer of
authority under subparagraph (A) (and the employees
appointed pursuant thereto) to the extent that such
authority relates to positions excepted from the com-
petitive service because of their confidential, policy-
making, policy-determining, or policy-advocating
character, and noncareer positions in the Senior Ex-
ecutive Service (within the meaning of section
3132(a)(7) of title 5, United States Code).

‘‘(4) If any agency or entity to which employees are
transferred determines, after the end of the 1-year pe-
riod beginning on the date the transfer of functions
to such agency or entity is completed, that a reorga-
nization of the combined work force is required, that
reorganization shall be deemed a ‘major reorganiza-
tion’ for purposes of affording affected employees re-
tirement under section 8336(d)(2) or 8414(b)(1)(B) of
title 5, United States Code.

‘‘(5) Any employee accepting employment with any
agency or entity (other than the Office of Thrift Su-
pervision) as a result of such transfer may retain for
1 year after the date such transfer occurs membership
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in any employee benefit program of the Federal
Home Loan Bank Board, including insurance, to
which such employee belongs on the date of the en-
actment of this Act [Aug. 9, 1989] if—

‘‘(A) the employee does not elect to give up the
benefit or membership in the program; and

‘‘(B) the benefit or program is continued by the
Director of the Office of Thrift Supervision.

The difference in the costs between the benefits
which would have been provided by such agency or
entity and those provided by this section shall be
paid by the Director of the Office of Thrift Super-
vision. If any employee elects to give up membership
in a health insurance program or the health insur-
ance program is not continued by the Director of the
Office of Thrift Supervision, the employee shall be
permitted to select an alternate Federal health insur-
ance program within 30 days of such election or no-
tice, without regard to any other regularly scheduled
open season.

‘‘(6) Any employee employed by the Office of Thrift
Supervision as a result of the transfer may retain
membership in any employee benefit program of the
Federal Home Loan Bank Board, including insurance,
which such employee has on the date of enactment of
this Act, if such employee does not elect to give up
such membership and the benefit or program is con-
tinued by the Director of the Office of Thrift Super-
vision. If any employee elects to give up membership
in a health insurance program or the health insur-
ance program is not continued by the Director of the
Office of Thrift Supervision, such employee shall be
permitted to select an alternate Federal health insur-
ance program within 30 days of such election or dis-
continuance, without regard to any other regularly
scheduled open season.

‘‘(7) A transferring employee in the Senior Execu-
tive Service shall be placed in a comparable position
at the agency or entity to which such employee is
transferred.

‘‘(8) Transferring employees shall receive notice of
their position assignments not later than 120 days
after the effective date of their transfer.

‘‘(9) Upon the termination of the Resolution Trust
Corporation pursuant to section 21A(m)[(o)] of the
Federal Home Loan Bank Act [12 U.S.C. 1441a(o)], any
employee of the Federal Deposit Insurance Corpora-
tion assigned to the Resolution Trust Corporation
shall be reassigned to a position within the Federal
Deposit Insurance Corporation in accordance with
the provisions of paragraphs (2) and (4) through (7) of
this section, except that the liability for any dif-
ference in the costs of benefits described in paragraph
(5) shall be a liability of the Resolution Trust Cor-
poration and not the Office of Thrift Supervision.

‘‘SEC. 405. DIVISION OF PROPERTY AND FACILI-
TIES.

‘‘Before the end of the 60-day period beginning on the
date of the enactment of this Act [Aug. 9, 1989], the Di-
rector of the Office of Thrift Supervision, the Chair-
person of the Oversight Board of the Resolution Trust
Corporation, the Chairperson of the Federal Deposit In-
surance Corporation, and the Chairperson of the Fed-
eral Housing Finance Board shall jointly divide all
property of the Federal Savings and Loan Insurance
Corporation and the Federal Home Loan Bank Board
used to perform functions and activities of the Federal
Home Loan Bank Board among the Office of Thrift Su-
pervision, the Resolution Trust Corporation, the Fed-
eral Deposit Insurance Corporation, and the Federal
Housing Finance Board in accordance with the division
of responsibilities, functions, and activities effected by
this Act [see Tables for classification]. Any disagree-
ment between them in so doing shall be resolved by the
Director of the Office of Management and Budget.

‘‘SEC. 406. REPORT.
‘‘Before the end of the 60-day period beginning on the

date of the enactment of this Act [Aug. 9, 1989], the
Chairman of the Federal Home Loan Bank Board shall

provide by written report to the Secretary of the Treas-
ury, the Director of the Office of Management and
Budget, and the Congress, a final accounting of the fi-
nances and operations of the Federal Savings and Loan
Insurance Corporation.’’

TRANSFERRED EMPLOYEES OF FEDERAL HOME LOAN
BANKS AND JOINT OFFICES

Pub. L. 101–73, title VII, § 722, Aug. 9, 1989, 103 Stat.
426, provided that:

‘‘(a) IN GENERAL.—Each employee of the Federal
Home Loan Banks or joint offices of such Banks per-
forming a function identified for transfer under section
403 of this Act [set out above], including employees who
otherwise would be ineligible for employment by the
United States because of their citizenship, shall be
transferred for employment not later than 60 days after
the date of the enactment of this Act [Aug. 9, 1989].

‘‘(b) NOTICE TO EMPLOYEES.—Transferring employees
shall receive notice of their position assignments not
later than 120 days after the effective date of their
transfer.

‘‘(c) GUARANTEED POSITION.—Each transferred em-
ployee shall be guaranteed a position with the same
status and tenure as that held by such employee on the
day immediately preceding the transfer. Each such em-
ployee holding a permanent position shall not be invol-
untarily separated for one year after the date of trans-
fer, except for cause.

‘‘(d) PAY AND BENEFITS.—Each employee transferred
under this section shall be entitled to receive, during
the one-year period immediately following the transfer,
pay and benefits comparable to those received by such
employee immediately preceding the transfer. Where
necessary or appropriate to further the safety and
soundness of the thrift industry, the employing agency
may continue the pre-transfer compensation of any
transferring employee for up to 2 years beyond the ex-
piration of the period provided for under the preceding
sentence. Such pay and benefits shall be subject to the
comparability provisions of this Act [see Tables for
classification]. Any transferred employee who suffers a
reduction of pay or benefits as a result of such com-
parability provisions shall be compensated for such re-
duction during the 1 year period following the transfer
by assessments from the Federal Home Loan Bank or
joint office of such Banks, from which the employee
transferred. In any event, this subsection shall only
apply to a transferred employee while such employee
remains with the agency to which the employee is
transferred.

‘‘(e) HEALTH INSURANCE.—If the health insurance pro-
gram of a transferred employee is not continued by the
agency to which the employee is transferred, such em-
ployee may elect to participate in the agency’s health
insurance program notwithstanding health conditions
pre-existing at the time of election or enrollment into
an alternate health insurance program of the agency to
which he or she is transferred and without regard to
any other regularly scheduled open season. Such elec-
tion shall be made within 30 days of the transfer.

‘‘(f) EQUITABLE TREATMENT.—The Director of the Of-
fice of Thrift Supervision or the Chairperson of the
Federal Housing Finance Board shall take such action
as is necessary on a case-by-case basis so that employ-
ees transferring under this section receive equitable
treatment regarding credit for prior service with a Fed-
eral entity or instrumentality, or with a Federal Home
Loan Bank or joint office of such Banks, with respect
to the transferring employees’ retirement accounts and
the transferring employees’ accrued leave or vacation
time, in recognition of the transferring employees’ su-
pervisory service.

‘‘(g) SPECIAL RULE FOR CERTAIN ANNUITANTS.—An in-
dividual who was a reemployed annuitant on July 26,
1989, and who is transferred under this section, shall
not be subject to the deduction from pay required by
section 8344 or 8468 of title 5, United States Code, dur-
ing the 1-year period beginning on the date of enact-
ment of the Financial Institutions Reform, Recovery,
and Enforcement Act of 1989 [Aug. 9, 1989].’’
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TRANSITIONAL PROVISIONS

Pub. L. 101–73, title VII, § 723, Aug. 9, 1989, 103 Stat.
427, provided that:

‘‘(a) FEDERAL HOME LOAN BANKS’ SHARE OF ADMINIS-
TRATIVE EXPENSES.—The Federal Home Loan Banks
shall pay to the Director of the Office of Thrift Super-
vision the amount obtained by multiplying the admin-
istrative expenses of the Office of Thrift Supervision
incurred in connection with functions of the Banks
that are transferred to the Office (less any fees or as-
sessments collected by the Office) by a fraction—

‘‘(1) the numerator of which is the amount of such
expenses of the Federal Home Loan Bank Board and
the Federal Savings and Loan Insurance Corporation
paid by the Banks during the 1-year period ending on
the date of enactment of this Act [Aug. 9, 1989]; and

‘‘(2) the denominator of which is the total expenses
of such Board and Corporation during such period.

No payment under this subsection is required after De-
cember 31, 1989.

‘‘(b) COMPENSATION OF SUPERVISORY AND EXAMINA-
TIONS EMPLOYEES.—The Federal Home Loan Banks
shall continue to pay the compensation of employees of
the Federal Home Loan Banks or the joint offices of
such banks who, on the day before the date of the en-
actment of this Act [Aug. 9, 1989], are performing super-
visory and examination functions until such super-
visory and examination functions are transferred under
this Act [see Tables for classification]. Thereafter, the
obligation of the Federal Home Loan Banks hereunder
to pay such applicable compensation shall continue
until the later of—

‘‘(1) the date which is 120 days after the date of
transfer of such supervisory and examination func-
tions to the Office of Thrift Supervision, or

‘‘(2) March 31, 1990.
Payment of such compensation by the Federal Home
Loan Banks shall be in lieu of, and not in addition to,
the payment of compensation by the Office of Thrift
Supervision.

‘‘(c) FACILITIES AND SUPPORT SERVICES.—Until De-
cember 31, 1990, the Federal Home Loan Banks, as nec-
essary, shall (with respect to supervisory and examina-
tion functions performed by employees transferred
from the Federal Home Loan Banks or joint offices of
such Banks to the Office of Thrift Supervision), provide
the Office of Thrift Supervision facilities and support
services comparable to those presently provided for the
employees of the Federal Home Loan Banks or joint of-
fices of such Banks performing such supervisory and
examination functions, including office space, furniture
and equipment, computer, personnel, and other support
services. With respect to supervisory and examination
functions presently performed by employees of individ-
ual Federal Home Loan Banks, each such Bank will
only be required to provide such facilities and support
services to the extent that the functions continue to be
performed in that Bank’s offices.

‘‘(d) PRINCIPAL SUPERVISORY AGENT.—Beginning on
the date of enactment of this Act [Aug. 9, 1989] until
the Director of the Office of Thrift Supervision shall
otherwise provide, the Principal Supervisory Agent for
each Federal Home Loan Bank district shall be the sen-
ior supervisory official (other than the President of the
Federal Home Loan Bank) employed by the Federal
Home Loan Bank in such district on the day before the
date of the enactment of this Act, and such employees
performing supervisory and examination functions
shall continue to be responsible for the supervision and
examination of savings associations within such dis-
trict.’’

SPECIAL ACCOUNT

Pub. L. 101–73, title VII, § 725, Aug. 9, 1989, 103 Stat.
429, provided that: ‘‘At the time of dissolution of the
Federal Home Loan Bank Board, all such moneys and
funds as shall remain in the special deposit account of
the Federal Home Loan Bank Board, or other such ac-
counts, shall become the property of the Federal Hous-
ing Finance Board.’’

IMPROVEMENTS IN SUPERVISORY PROCESS

Pub. L. 100–86, title IV, § 407(a)–(c), Aug. 10, 1987, 101
Stat. 616, 617, provided that:

‘‘(a) ENHANCED FLEXIBILITY IN THE SUPERVISORY PROC-
ESS.—The Federal Home Loan Bank Board (acting as
such under the Federal Home Loan Bank Act [12 U.S.C.
1421 et seq.] and in the Board’s capacity as the board of
trustees of the Federal Savings and Loan Insurance
Corporation under section 402(a) of the National Hous-
ing Act [12 U.S.C. 1725(a)]) shall issue guidelines which
provide greater flexibility for supervisory agents, ex-
aminers, and other employees and agents of the Board,
the Federal Savings and Loan Insurance Corporation,
and the Federal home loan banks in applying regula-
tions, standards, and other requirements of the Board
or such Corporation with regard to particular situa-
tions or particular thrift institutions.

‘‘(b) PARTICULAR GUIDELINES REQUIRED.—The guide-
lines issued under subsection (a) shall contain the fol-
lowing provisions:

‘‘(1) FLEXIBLE APPROVAL PROCESS FOR RENEGOTIATED
LOANS.—A provision establishing a flexible procedure
for obtaining supervisory approval of the terms of
loans renegotiated by thrift institutions if a super-
visory agreement is in effect between such institu-
tion and the principal supervisory agent of the Fed-
eral home loan bank district where such institution
is located.

‘‘(2) RECOGNITION OF ADDITIONAL FINANCIAL CAPABIL-
ITY OF A BORROWER.—A provision permitting examin-
ers and other employees and agents of the Board, the
Federal Savings and Loan Insurance Corporation, and
the Federal home loan banks to take into account, to
the extent consistent with the practices of the Fed-
eral banking agencies, other financial resources of a
borrower (in addition to the financial assets of the
borrower which are pledged to secure a loan) in clas-
sifying the assets of the thrift institution which
holds a loan made to such borrower or with recourse
to the borrower.

‘‘(3) APPRAISAL REVIEW.—A provision establishing
an appraisal review system to avoid overly optimistic
or conservative appraisals with the goal of achieving
appraisals that are more consistent in reflecting un-
derlying values.

‘‘(4) 1-TO-4 FAMILY RESIDENCES.—A provision elimi-
nating the scheduled item system except as such sys-
tem relates to 1-to-4 family residences.
‘‘(c) DEFINITIONS.—For purposes of subsections (a) and

(b)—
‘‘(1) THRIFT INSTITUTION.—The term ‘thrift institu-

tion’ means—
‘‘(A) any association (within the meaning given

to such term in section 2(d) of the Home Owners’
Loan Act of 1933 [12 U.S.C. 1462(d)]);

‘‘(B) any insured institution (within the meaning
given to such term in section 401(a) of the National
Housing Act [12 U.S.C. 1724(a)]); and

‘‘(C) any member (within the meaning given to
such term in section 2(4) of the Federal Home Loan
Bank Act [12 U.S.C. 1422(4)]).
‘‘(2) BOARD.—The term ‘Board’ means the Federal

Home Loan Bank Board.
‘‘(3) FEDERAL BANKING AGENCY.—The term ‘Federal

banking agency’ means the Comptroller of the Cur-
rency, the Board of Governors of the Federal Reserve
System, and the Federal Deposit Insurance Corpora-
tion.’’

GUIDELINES RESPECTING ACTION ON APPLICATIONS TO
BANK BOARD OR FEDERAL SAVINGS AND LOAN INSUR-
ANCE CORPORATION

Pub. L. 100–86, title IV, § 410(a), (c), (d), Aug. 10, 1987,
101 Stat. 620, provided that:

‘‘(a) IN GENERAL.—The Federal Home Loan Bank
Board shall promulgate guidelines which provide that
with respect to each type of completed application
(other than an application under section 408(g) of the
National Housing Act [12 U.S.C. 1730a(g)]) by any per-
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son for approval by the Federal Home Loan Bank Board
or the Federal Savings and Loan Insurance Corpora-
tion, the application shall be deemed to be approved as
of the end of the period prescribed under such guide-
lines unless the Board or the Federal Savings and Loan
Insurance Corporation, as the case may be, approves or
disapproves such application before the end of such pe-
riod.

‘‘(c) REPORT TO CONGRESS.—Before the end of the 60-
day period beginning on the date of the enactment of
this Act [Aug. 10, 1987], the Federal Home Loan Bank
Board shall submit to the Committee on Banking, Fi-
nance and Urban Affairs of the House of Representa-
tives and the Committee on Banking, Housing, and
Urban Affairs of the Senate a report containing the
guidelines required to be promulgated under subsection
(a).

‘‘(d) EFFECTIVE DATE.—The guidelines required to be
promulgated under subsection (a) shall take effect at
the end of the 60-day period referred to in subsection
(c).’’

GUIDELINES FOR ASSET DISPOSITION

Pub. L. 100–86, title IV, § 411, Aug. 10, 1987, 101 Stat.
620, which directed Federal Home Loan Bank Board to
submit, not later than 6 months after Aug. 10, 1987, to
congressional committees a report containing appro-
priate new guidelines to prevent dumping of assets over
which it had direct or indirect control and which the
Board was to promulgate at end of such period, ceased
to be effective on date that notice of completion of all
net new borrowing by Financing Corporation is pub-
lished in Federal Register (Mar. 30, 1992). See section
416 of Pub. L. 100–86, set out as a Sunset and Savings
Provision note under section 1441 of this title.

EXPANSION OF USE OF UNDERUTILIZED MINORITY
THRIFT INSTITUTIONS

Pub. L. 100–86, title IV, § 412, Aug. 10, 1987, 101 Stat.
620, provided that:

‘‘(a) CONSULTATION ON EXPANDED USE.—The Secretary
of the Treasury shall consult with the Federal Home
Loan Bank Board and the Federal Savings and Loan In-
surance Corporation on methods for increasing the use
of underutilized minority thrift institutions as deposi-
taries or financial agents of Federal agencies.

‘‘(b) DESIGNATION OF MINORITY THRIFT INSTITUTIONS
INVOLVED IN CAPITAL RECOVERY PROGRAM AS UNDER-
UTILIZED THRIFT.—If the Federal Home Loan Bank
Board approves any plan submitted under regulations
prescribed under section 10 of the Home Owners’ Loan
Act of 1933 [12 U.S.C. 1467a] (as added by section 404(a)
of this title) or section 416 of the National Housing Act
[12 U.S.C. 1730i] (as added by section 404(c) [404(b)] of
this title) by any minority institution (as defined in
each such section), such minority institution shall be
designated by the Board as an underutilized thrift in-
stitution for purposes of increasing the use of such as-
sociation as a depositary or financial agent of other
Federal agencies.

‘‘(c) REPORT TO CONGRESS.—Before the end of the 6-
month period beginning on the date of the enactment
of this Act [Aug. 10, 1987], the Secretary of the Treas-
ury, the Federal Home Loan Bank Board, and the Fed-
eral Savings and Loan Insurance Corporation shall
each submit a report to the Congress on actions taken
by such Secretary or agency pursuant to subsection (a)
or (b).

‘‘(d) THRIFT INSTITUTION DEFINED.—For purposes of
this section, the term ‘thrift institution’ has the mean-
ing given to such term in section 407(c)(1) [section
407(c)(1) of Pub. L. 100–86, set out as a note above].’’

CONGRESSIONAL OVERSIGHT

Pub. L. 100–86, title IV, § 415, Aug. 10, 1987, 101 Stat.
622, provided that:

‘‘(a) BANKING COMMITTEE REVIEW OF PANEL ACTIONS.—
The Committee on Banking, Finance and Urban Affairs
of the House of Representatives and the Committee on

Banking, Housing, and Urban Affairs of the Senate
shall monitor and review the actions taken by each re-
view panel established pursuant to the amendment
made by section 407(d) of this Act [enacting former sec-
tion 1442a of this title].

‘‘(b) OTHER CONGRESSIONAL OVERSIGHT.—The Federal
Home Loan Bank Board shall submit a report to the
Committee on Banking, Finance and Urban Affairs
[now Committee on Financial Services] of the House of
Representatives, at the end of the 6-month period be-
ginning on the date of the enactment of this title [Aug.
10, 1987], at the end of the 1-year period beginning on
such date, and on an annual basis after the end of such
1-year period, containing—

‘‘(1) a description of the Board’s existing manpower
and talent;

‘‘(2) an estimate of the Board’s projected manpower
and talent needs for the year, including the cost of
such projected needs;

‘‘(3) a description and explanation of the goals and
objectives, of the Board and all its related entities
(including the Federal Asset Disposition Associa-
tion), for the coming year and the management strat-
egies to be employed by such entities in accomplish-
ing such goals and objectives;

‘‘(4) a summary of the operations, receipts, ex-
penses, and expenditures, of the Board and all its re-
lated entities (including the Federal Asset Disposi-
tion Association), during the preceding year; and

‘‘(5) a summary of the operations and the aggregate
receipts, expenses, and expenditures of any other per-
son not referred to in paragraph (4), including receiv-
ers, conservators, accountants, attorneys, and con-
sultants, who is engaged in any activity on behalf of
the Board or any other entity which is referred to in
such paragraph, to the extent such operations, re-
ceipts, expenses, and expenditures are in connection
with such activity.
‘‘(c) APPEARANCE.—The Federal Home Loan Bank

Board and the Federal Savings and Loan Insurance Cor-
poration shall, before the beginning of each fiscal year,
appear before the Committee on Banking, Finance and
Urban Affairs [now Committee on Financial Services]
of the House of Representatives and the Committee on
Banking, Housing, and Urban Affairs of the Senate to
describe and explain each such agency’s plans and pro-
posals with respect to administrative expenses for such
fiscal year.

‘‘(d) GUIDELINES FOR EMPLOYMENT OF OUTSIDE AC-
COUNTANTS, ATTORNEYS, CONSERVATORS, AND OTHER
CONSULTANTS.—Before the end of the 6-month period
beginning on the date of the enactment of this Act
[Aug. 10, 1987], the Federal Home Loan Bank Board
shall submit to the Committee on Banking, Finance
and Urban Affairs of the House of Representatives and
the Committee on Banking, Housing, and Urban Affairs
of the Senate a report containing guidelines to improve
the management of and control over all outside ac-
countants, attorneys, conservators, consultants, and
other persons whose services are employed by the
Board, the Federal Savings and Loan Insurance Cor-
poration, the Federal Asset Disposition Association,
the principal supervisory agent for any Federal home
loan bank district, or any other entity created, owned,
or controlled by the Board in connection with any func-
tion for which the Board has direct or indirect regu-
latory or supervisory responsibility.’’

STUDY AND REPORTS CONCERNING DIRECT INVESTMENTS

Pub. L. 100–86, title XII, § 1203, Aug. 10, 1987, 101 Stat.
661, provided that:

‘‘(a) STUDY REQUIRED.—The Federal Home Loan Bank
Board shall conduct a study of the effect of direct in-
vestment activities on insured institutions, including
comparative analyses of the effect of direct investment
activities on—

‘‘(1) different sized insured institutions;
‘‘(2) State chartered insured institutions;
‘‘(3) federally chartered insured institutions; and
‘‘(4) insured institutions in each of the Supervisory

Examinations Rating Classifications.
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‘‘(b) REPORT REQUIRED.—Not later than 18 months
after the date of enactment of this Act [Aug. 10, 1987],
the Federal Home Loan Bank Board shall submit to the
Committee on Banking, Finance and Urban Affairs of
the House of Representatives and the Committee on
Banking, Housing, and Urban Affairs of the Senate, a
report containing the findings and conclusions of the
Board with respect to the study required under sub-
section (a), including—

‘‘(1) the findings and conclusions of the Board con-
cerning the losses to the insurance fund and the de-
gree to which such losses were the result of direct in-
vestment activities with respect to each of the class-
es of institutions described in subsection (a); and

‘‘(2) a comparison of the effects of direct invest-
ment activities prior to April 16, 1987, and the effect
of such activities on or after April 16, 1987, for each
of the classes of institutions described in subsection
(a) and the losses to the insurance fund as a result of
such activities.
‘‘(c) PRIOR REPORTS TO CONGRESS ON CHANGES TO DI-

RECT INVESTMENT REGULATIONS.—
‘‘(1) IN GENERAL.—Not less than 90 days before final

approval is given by the Federal Home Loan Bank
Board to any regulation which repeals or modifies (or
has the effect of repealing or modifying) any regula-
tion limiting direct investment activities, the Board
shall submit to the Committee on Banking, Finance
and Urban Affairs [now Committee on Financial
Services] of the House of Representatives and the
Committee on Banking, Housing, and Urban Affairs
of the Senate a report describing the proposed regula-
tion and the reasons for the proposed regulation, in-
cluding the effect of such regulation on the insurance
fund.

‘‘(2) PROSPECTIVE APPLICATION OF RULE.—Paragraph
(1) shall not apply with respect to Board Resolution
Numbered 87–215 and Board Resolution Numbered
87–215A.
‘‘(d) DIRECT INVESTMENT ACTIVITY DEFINED.—For pur-

poses of this section, the term ‘direct investment ac-
tivities’ means activities which are limited under
Board Resolution Numbered 87–215 and Board Resolu-
tion Numbered 87–215A.’’

§ 1438. Administrative expenses

(a) Repealed. Pub. L. 101�73, title VII, § 712, Aug.
9, 1989, 103 Stat. 419

(b) Assessments for administrative expenses

(1) In general
The Board may impose a semiannual assess-

ment on the Federal Home Loan Banks, the
aggregate amount of which is sufficient to
provide for the payment of the Board’s esti-
mated expenses for the period for which such
assessment is made.

(2) Deficiencies
If, at any time, amounts available from any

assessment for any semiannual period are in-
sufficient to cover the expenses of the Board
incurred in carrying out the provisions of this
chapter during such period, the Board may
make an immediate assessment against the
Banks to cover the amount of the deficiency
for such semiannual period.

(3) Surpluses
If, at the end of any semiannual period for

which an assessment is made, any amount re-
mains from such assessment, such amount will
be deducted from the assessment on the Banks
by the Board for the following semiannual pe-
riod.

(c) Quarters and facilities; advances of funds; ob-
ligations of United States; legal investments;
approval of plans and designs; custody, man-
agement, and control; receipts; expense ex-
clusions; property defined; budget prepara-
tion program; audit; zoning regulations; dele-
gation of functions; limitation on obligations

(1) The Director of the Office of Thrift Super-
vision, utilizing the services of the Adminis-
trator of General Services (hereinafter referred
to as the ‘‘Administrator’’), and subject to any
limitation hereon which may hereafter be im-
posed in appropriation Acts, is hereby author-
ized—

(A) to acquire, in the name of the United
States, real property in the District of Colum-
bia, for the purposes set forth in this sub-
section;

(B) to construct, develop, furnish, and equip
such buildings thereon and such facilities as in
its judgment may be appropriate to provide, to
such extent as the Director of the Office of
Thrift Supervision may deem advisable, suit-
able and adequate quarters and facilities for
the Director of the Office of Thrift Supervision
and the agencies under its administration or
supervision;

(C) to enlarge, remodel, or reconstruct any
of the same; and

(D) to make or enter into contracts for any
of the foregoing.

(2) The Director of the Office of Thrift Super-
vision may require of the respective banks, and
they shall make to the Director of the Office of
Thrift Supervision, such advances of funds for
the purposes set out in paragraph (1) as in the
sole judgment of the Director of the Office of
Thrift Supervision may from time to time be ad-
visable. Such advances shall be in addition to
the assessments authorized in subsection (b) of
this section and shall be apportioned by the Di-
rector of the Office of Thrift Supervision among
the banks in proportion to the total assets of
the respective banks, determined in such man-
ner and as of such times as the Director of the
Office of Thrift Supervision may prescribe. Each
such advance shall bear interest at the rate of
41⁄2 per centum per annum from the date of the
advance and shall be repaid by the Director of
the Office of Thrift Supervision in such install-
ments and over such period, not longer than
twenty-five years from the making of the ad-
vance, as the Director of the Office of Thrift Su-
pervision may determine. Payments of interest
and principal upon such advances shall be made
from receipts of the Director of the Office of
Thrift Supervision or from other sources which
may from time to time be available to the Di-
rector of the Office of Thrift Supervision. The
obligation of the Director of the Office of Thrift
Supervision to make any such payment shall
not be regarded as an obligation of the United
States. To such extent as the Director of the Of-
fice of Thrift Supervision may prescribe any
such obligation shall be regarded as a legal in-
vestment for the purposes of subsections (g) and
(h) of section 1431 of this title and for the pur-
poses of section 1436 of this title.

(3) The plans and designs for such buildings
and facilities and for any such enlargement, re-
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modeling, or reconstruction shall, to such ex-
tent as the chairperson of 1 the Director of the
Office of Thrift Supervision may request, be sub-
ject to his approval.

(4) Upon the making of arrangements mutu-
ally agreeable to the Director of the Office of
Thrift Supervision and the Administrator,
which arrangements may be modified from time
to time by mutual agreement between them and
may include but shall not be limited to the
making of payments by the Director of the Of-
fice of Thrift Supervision and such agencies to
the Administrator and by the Administrator to
the Director of the Office of Thrift Supervision,
the custody, management, and control of such
buildings and facilities and of such real property
shall be vested in the Administrator in accord-
ance therewith. Until the making of such ar-
rangements such custody, management, and
control, including the assignment and allotment
and the reassignment and reallotment of build-
ing and other space, shall be vested in the Direc-
tor of the Office of Thrift Supervision.

(5) Any proceeds (including advances) received
by the Director of the Office of Thrift Super-
vision in connection with this subsection, and
any proceeds from the sale or other disposition
of real or other property acquired by the Direc-
tor of the Office of Thrift Supervision under this
subsection, shall be considered as receipts of the
Director of the Office of Thrift Supervision, and
obligations and expenditures of the Director of
the Office of Thrift Supervision and such agen-
cies in connection with this subsection shall not
be considered as administrative expenses. As
used in this subsection, the term ‘‘property’’
shall include interests in property.

(6) With respect to its functions under this
subsection the Director of the Office of Thrift
Supervision shall (A) annually prepare and sub-
mit a budget program as provided in chapter 91
of title 31 with regard to wholly owned Govern-
ment corporations, and for purposes of this sen-
tence, the terms ‘‘wholly owned Government
corporations’’ and ‘‘Government corporations,’’
wherever used in such chapter, shall include the
Director of the Office of Thrift Supervision, and
(B) maintain an integral set of accounts which
shall be audited by the General Accounting Of-
fice in accordance with the principles and proce-
dures applicable to commercial corporate trans-
actions as provided in such title, and no other
settlement or adjustment shall be required with
respect to transactions under this subsection or
with respect to claims, demands, or accounts by
or against any person arising thereunder. The
first budget program shall be for the first full
fiscal year beginning on or after the date of the
enactment of this subsection. Except as other-
wise provided in this subsection or by the Direc-
tor of the Office of Thrift Supervision, the provi-
sions of this subsection and the functions there-
by or thereunder subsisting shall be applicable
and exercisable notwithstanding and without re-
gard to the Act of June 20, 1938, except that the
proviso of section 16 thereof shall apply to any
building constructed under this subsection, and
section 306 of the Act of July 30, 1947 (61 Stat.

584), or any other provision of law relating to
the construction, alteration, repair, or furnish-
ing of public or other buildings or structures or
the obtaining of sites therefor, but any person or
body in whom any such function is vested may
provide for delegation or redelegation of the ex-
ercise of such function.

(7) No obligation shall be incurred and no ex-
penditure, except in liquidation of obligation,
shall be made pursuant to the first two subpara-
graphs of paragraph (1) of this subsection if the
total amount of all obligations incurred pursu-
ant thereto would thereupon exceed $13,200,000,
or such greater amount as may be provided in an
appropriation Act or other law.

(July 22, 1932, ch. 522, § 18, 47 Stat. 737; Pub. L.
89–754, title X, § 1016(b), Nov. 3, 1966, 80 Stat. 1293;
Pub. L. 101–73, title VII, §§ 701(b)(2), (b)(3)(B), 711,
712, Aug. 9, 1989, 103 Stat. 412, 419; Pub. L. 104–66,
title II, § 2191, Dec. 21, 1995, 109 Stat. 732; Pub. L.
106–102, title VI, § 606(h), Nov. 12, 1999, 113 Stat.
1455.)

REFERENCES IN TEXT

Date of the enactment of this subsection and fiscal
year in which this subsection is enacted, referred to in
subsec. (c)(6), mean Nov. 3, 1966, the date of enactment
of Pub. L. 89–754, and fiscal year 1967, respectively.

Act of June 20, 1938, referred to in subsec. (c)(6), is act
June 20, 1938, ch. 534, 52 Stat. 797, as amended, which is
not classified to the Code.

Section 306 of the Act of July 30, 1947, referred to in
subsec. (c)(6), is section 306 of act July 30, 1947, ch. 358,
61 Stat. 584, which is set out, in part, as a note under
section 585 of Title 40, Public Buildings, Property, and
Works. The remainder of section 306 of act of July 30,
1947, was set out as a note under section 19 of former
Title 40, Public Buildings, Property, and Works, and
has been omitted from the Code.

CODIFICATION

Subsec. (c)(6) is set out in this supplement to change
translation appearing in main edition.

In subsec. (c)(6), ‘‘chapter 91 of title 31’’ and ‘‘such
chapter’’ substituted for ‘‘title I of the Government
Corporation Control Act [31 U.S.C. 846 et seq.]’’ and
‘‘such title’’, respectively, on authority of Pub. L.
97–258, § 4(b), Sept. 13, 1982, 96 Stat. 1067, the first sec-
tion of which enacted Title 31, Money and Finance.

AMENDMENTS

1999—Subsec. (b)(4). Pub. L. 106–102 struck out head-
ing and text of par. (4). Text read as follows: ‘‘On or
after the effective date of the Financial Institutions
Reform, Recovery, and Enforcement Act of 1989, the
Board may levy a one-time special assessment on the
Banks pursuant to this subsection for the Board’s esti-
mated expenses for the transitional period following
enactment of such Act, if such assessment is made be-
fore the Board’s first semiannual assessment under
paragraph (1).’’

1995—Subsec. (c)(6)(B). Pub. L. 104–66 struck out ‘‘an-
nually’’ after ‘‘shall be audited’’, substituted ‘‘no other
settlement’’ for ‘‘no other audit, settlement,’’, and
struck out ‘‘, and the first audit shall be for the re-
mainder of the fiscal year in which this subsection is
enacted’’ after ‘‘enactment of this subsection’’.

1989—Subsec. (a). Pub. L. 101–73, § 712, struck out sub-
sec. (a) which authorized appropriation of $300,000 for
all necessary expenses of the board, together with ex-
penses preliminary to organization and establishment
of the banks created hereunder, until the end of the fis-
cal year 1933.

Subsec. (b). Pub. L. 101–73, § 711, amended subsec. (b)
generally. Prior to amendment, subsec. (b) read as fol-
lows: ‘‘The board shall have power to levy semiannu-
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ally upon the Federal Home Loan Banks, and they shall
pay, on such equitable basis as the board shall deter-
mine, an assessment sufficient in its judgment to pro-
vide for the payment of its estimated expenses for the
half year succeeding the levying of each such assess-
ment, beginning with the second half of the calendar
year 1933. All expenses of the board incurred in carry-
ing out the provisions of this chapter, as determined by
it, beginning July 1, 1933, shall be paid from the pro-
ceeds of such assessments, and if any deficiency shall
occur in such fund at any time between such semi-
annual assessments the board shall have power to make
an immediate assessment against the banks to cover
such deficiency on the same basis as the original as-
sessment. If any surplus shall remain from any assess-
ment after the expiration of the semiannual period for
which it was levied, such surplus may be deducted from
the next following assessment. Such assessments may
include such amounts as the board may deem advisable
for carrying out the provisions of subsection (c) of this
section.’’

Subsec. (c). Pub. L. 101–73, § 701(b)(3)(B), which di-
rected the amendment of subsec. (c) by striking out
‘‘Federal Home Loan Bank Board’’ and ‘‘board’’ each
place such terms appear and inserting ‘‘Director of the
Office of Thrift Supervision’’, was executed by sub-
stituting ‘‘Director of the Office of Thrift Supervision’’
for ‘‘board’’ wherever such term appeared. The term
‘‘Federal Home Loan Bank Board’’ did not appear in
subsec. (c).

Subsec. (c)(3). Pub. L. 101–73, § 701(b)(2), substituted
‘‘chairperson’’ for ‘‘chairman’’.

1966—Subsec. (b). Pub. L. 89–754, § 1016(b)(1), provided
that assessments may include such amounts as the
board may deem advisable for carrying out provisions
of subsec. (c).

Subsec. (c). Pub. L. 89–754, § 1016(b)(2), added subsec.
(c).

§ 1438a. Nonadministrative expenses; expenses of
studies and investigations

On and after July 12, 1960, expenses of the
Board in making studies or investigations spe-
cifically directed by law, or requested by the
Congress or either House thereof or by a com-
mittee of either House, including services au-
thorized by section 3109 of title 5, shall be con-
sidered as nonadministrative expenses.

(Pub. L. 86–626, title II, § 201, July 12, 1960, 74
Stat. 441.)

CODIFICATION

‘‘Section 3109 of title 5’’ substituted in text for ‘‘sec-
tion 15 of the Act of August 2, 1946 (5 U.S.C. 55a)’’ on au-
thority of section 7(b) of Pub. L. 89–554, Sept. 6, 1966, 80
Stat. 631, section 1 of which enacted Title 5, Govern-
ment Organization and Employees.

§§ 1439, 1439�1. Repealed. Pub. L. 101�73, title
VII, §§ 708, 712, Aug. 9, 1989, 103 Stat. 418, 419

Section 1439, acts July 22, 1932, ch. 522, § 19, 47 Stat.
737; May 28, 1935, ch. 150, § 9, 49 Stat. 295; July 3, 1948,
ch. 825, § 2, 62 Stat. 1240, related to appointment, com-
pensation, etc., of officers and employees of Board.

Section 1439–1, act July 22, 1932, ch. 522, § 19A, as
added Aug. 10, 1987, Pub. L. 100–86, title V, § 505(d), 101
Stat. 633, related to apportionment of monies received
by Board.

§ 1439a. Deposits in special fund; availability for
all purposes of Federal Home Loan Bank
Board and Federal Home Loan Bank Admin-
istration

All moneys and funds heretofore deposited in
the Treasury of the United States under the last

sentence of section 1439 1 of this title (including
unexpended balances of moneys appropriated
therefrom for administrative expenses), and
hereafter all moneys and funds which would, ex-
cept for this provision, be so depositable there-
under, shall be deposited with the Treasurer of
the United States in a special deposit account
and shall be available, retroactively as well as
prospectively, for expenditure for all purposes of
the Federal Home Loan Bank Board and the
Federal Home Loan Bank Administration, sub-
ject to subsections (a) and (b) of section 712a of
title 15.

(June 26, 1943, ch. 145, title I, § 101, 57 Stat. 186;
1947 Reorg. Plan No. 3, eff. July 27, 1947, 12 F.R.
4981, 61 Stat. 954; Aug. 11, 1955, ch. 783, title I,
§ 109(a)(3), 69 Stat. 640.)

REFERENCES IN TEXT

Section 1439 of this title, referred to in text, was re-
pealed by Pub. L. 101–73, title VII, § 708, Aug. 9, 1989, 103
Stat. 418.

CODIFICATION

Section was enacted as part of the Independent Of-
fices Appropriation Act, 1944, and not as part of the
Federal Home Loan Bank Act which comprises this
chapter.

CHANGE OF NAME

‘‘Home Loan Bank Board’’ changed to ‘‘Federal Home
Loan Bank Board’’ by act Aug. 11, 1955, ch. 783,
§ 109(a)(3), which was classified to section 1437(b) of this
title prior to the repeal of section 1437 by Pub. L.
101–73, title VII, § 703(a), Aug. 9, 1989, 103 Stat. 415. Pre-
viously, ‘‘Home Loan Bank Board’’ had been sub-
stituted for ‘‘Federal Home Loan Bank Board’’ by
Reorg. Plan No. 3 of 1947.

TRANSFER OF FUNCTIONS

Federal Home Loan Bank Board abolished and func-
tions transferred, see sections 401 to 406 of Pub. L.
101–73, set out as a note under section 1437 of this title.

For transfer of functions to Secretary of the Treas-
ury, see note set out under section 121 of this title.

§ 1440. Examinations and audits

The Board shall from time to time, at least
annually, require examinations and reports of
condition of all Federal Home Loan Banks in
such form as the Board shall prescribe and shall
furnish periodically statements based upon the
reports of the banks to the Board. For the pur-
poses of this chapter, examiners appointed by
the Board shall be subject to the same require-
ments, responsibilities, and penalties as are ap-
plicable to examiners under the National Bank
Act [12 U.S.C. 21 et seq.] and the Federal Reserve
Act [12 U.S.C. 221 et seq.], and shall have, in the
exercise of functions under this chapter, the
same powers and privileges as are vested in such
examiners by law. In addition to such examina-
tions, the Comptroller General may audit or ex-
amine the Board and the Banks, to determine
the extent to which the Board and the Banks are
fairly and effectively fulfilling the purposes of
this chapter.

(July 22, 1932, ch. 522, § 20, 47 Stat. 738; June 27,
1950, ch. 369, § 10, 64 Stat. 259; Aug. 2, 1954, ch. 649,
title VIII, § 802(f), 68 Stat. 643; Pub. L. 101–73,
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title VII, §§ 701(b)(1), (3)(A), 702(b), Aug. 9, 1989,
103 Stat. 412, 415.)

REFERENCES IN TEXT

The National Bank Act, referred to in text, is act
June 3, 1864, ch. 106, 13 Stat. 99, as amended, which is
classified principally to chapter 2 (§ 21 et seq.) of this
title. For complete classification of this Act to the
Code, see References in Text note set out under section
38 of this title.

The Federal Reserve Act, referred to in text, is act
Dec. 23, 1913, ch. 6, 38 Stat. 251, as amended, which is
classified principally to chapter 3 (§ 221 et seq.) of this
title. For complete classification of this Act to the
Code, see References in Text note set out under section
226 of this title and Tables.

AMENDMENTS

1989—Pub. L. 101–73, § 702(b), inserted provisions relat-
ing to audit or examination by the Comptroller Gen-
eral.

Pub. L. 101–73, § 701(b)(1), (3)(A), substituted ‘‘Board’’
for ‘‘board’’ wherever appearing.

1954—Act Aug. 2, 1954, struck out second sentence re-
lating to annual report of the board to Congress. See
section 1437(b) of this title.

1950—Act June 27, 1950, struck out ‘‘twice’’ before
‘‘annually’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 26 section 246.

§ 1441. Financing Corporation

(a) Establishment
Notwithstanding any other provision of law,

the Federal Housing Finance Board shall char-
ter a corporation to be known as the Financing
Corporation.
(b) Management of Financing Corporation

(1) Directorate
The Financing Corporation shall be under

the management of a directorate composed of
3 members as follows:

(A) The Director of the Office of Finance of
the Federal Home Loan Banks (or the head
of any successor to such office).

(B) 2 members selected by the Federal
Housing Finance Board from among the
presidents of the Federal Home Loan Banks.

(2) Terms
Each member appointed under paragraph

(1)(B) shall be appointed for a term of 1 year.
(3) Vacancy

If any member leaves the office in which
such member was serving when appointed to
the Directorate—

(A) such member’s service on the Direc-
torate shall terminate on the date such
member leaves such office; and

(B) the successor to the office of such
member shall serve the remainder of such
member’s term.

(4) Equal representation of banks
No president of a Federal Home Loan Bank

may be appointed to serve an additional term
on the Directorate until such time as the
presidents of each of the other Federal Home
Loan Banks have served as many terms on the
Directorate as the president of such bank (be-
fore the appointment of such president to such
additional term).

(5) Chairperson
The Chairperson of the Federal Housing Fi-

nance Board shall select the chairperson of the
Directorate from among the 3 members of the
Directorate.

(6) Staff
(A) No paid employees

The Financing Corporation shall have no
paid employees.

(B) Powers
The Directorate may, with the approval of

the Federal Housing Finance Board, author-
ize the officers, employees, or agents of the
Federal Home Loan Banks to act for and on
behalf of the Financing Corporation in such
manner as may be necessary to carry out the
functions of the Financing Corporation.

(7) Administrative expenses
(A) In general

All administrative expenses of the Financ-
ing Corporation shall be paid by the Federal
Home Loan Banks.

(B) Pro rata distribution
The amount each Federal Home Loan

Bank shall pay shall be determined by the
Federal Housing Finance Board by multiply-
ing the total administrative expenses for
any period by the percentage arrived at by
dividing—

(i) the aggregate amount the Federal
Housing Finance Board required such bank
to invest in the Financing Corporation (as
of the time of such determination) under
paragraphs (4) and (5) of subsection (d) of
this section (as computed without regard
to paragraph (3) or (6) of such subsection);
by

(ii) the aggregate amount the Federal
Housing Finance Board required all Fed-
eral Home Loan Banks to invest (as of the
time of such determination) under such
paragraphs.

(C) Administrative expenses defined
For purposes of this paragraph, the term

‘‘administrative expenses’’ does not in-
clude—

(i) issuance costs (as such term is defined
in subsection (g)(5)(A) of this section);

(ii) any interest on (and any redemption
premium with respect to) any obligation of
the Financing Corporation; or

(iii) custodian fees (as such term is de-
fined in subsection (g)(5)(B) of this sec-
tion).

(8) Regulation by Federal Housing Finance
Board

The Directorate shall be subject to such reg-
ulations, orders, and directions as the Federal
Housing Finance Board may prescribe.

(9) No compensation from Financing Corpora-
tion

Members of the Directorate shall receive no
pay, allowances, or benefits from the Financ-
ing Corporation by reason of their service on
the Directorate.
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(c) Powers of Financing Corporation
The Financing Corporation shall have only the

following powers, subject to the other provisions
of this section and such regulations, orders, and
directions as the Federal Housing Finance Board
may prescribe:

(1) To issue nonvoting capital stock to the
Federal Home Loan Banks.

(2) To invest in any security issued by the
Federal Savings and Loan Insurance Corpora-
tion under section 1725(b) of this title prior to
August 9, 1989, and thereafter to transfer the
proceeds of any obligation issued by the Fi-
nancing Corporation to the FSLIC Resolution
Fund.

(3) To issue debentures, bonds, or other obli-
gations and to borrow, to give security for any
amount borrowed, and to pay interest on (and
any redemption premium with respect to) any
such obligation or amount.

(4) To impose assessments in accordance
with subsection (f) of this section.

(5) To adopt, alter, and use a corporate seal.
(6) To have succession until dissolved.
(7) To enter into contracts.
(8) To sue and be sued in its corporate capac-

ity, and to complain and defend in any action
brought by or against the Financing Corpora-
tion in any State or Federal court of com-
petent jurisdiction.

(9) To exercise such incidental powers not
inconsistent with the provisions of this sec-
tion as are necessary or appropriate to carry
out the provisions of this section.

(d) Capitalization of Financing Corporation
(1) Purchase of capital stock by Federal Home

Loan Banks
(A) In general

Each Federal Home Loan Bank shall in-
vest in nonvoting capital stock of the Fi-
nancing Corporation at such times and in
such amounts as the Federal Housing Fi-
nance Board may prescribe under this sub-
section.

(B) Par value; transferability
Each share of stock issued by the Financ-

ing Corporation to a Federal Home Loan
Bank shall have par value in an amount de-
termined by the Federal Housing Finance
Board and shall be transferable only among
the Federal Home Loan Banks in the manner
and to the extent prescribed by the Federal
Housing Finance Board at not less than par
value.

(2) Aggregate dollar amount limitation on all
investments

The aggregate amount of funds invested by
all Federal Home Loan Banks in nonvoting
capital stock of the Financing Corporation
shall not exceed $3,000,000,000.

(3) Maximum investment amount limitation for
each Federal Home Loan Bank

The cumulative amount of funds invested in
nonvoting capital stock of the Financing Cor-
poration by each Federal Home Loan Bank
shall not exceed the aggregate amount of—

(A) the sum of—

(i) the reserves maintained by such bank
on December 31, 1985, pursuant to the re-
quirement contained in the first 2 sen-
tences of section 1436 of this title; and

(ii) the undivided profits (as defined in
paragraph (7)) of such bank on such date;
and

(B) the sum of—
(i) the amounts added to reserves after

December 31, 1985, pursuant to the require-
ment contained in the first 2 sentences of
section 1436 of this title; and

(ii) the undivided profits of such bank
accruing after such date.

(4) Pro rata distribution of 1st $1,000,000,000
invested in Financing Corporation by
Home Loan Banks

Of the first $1,000,000,000 in the aggregate
which the Thrift Depositor Protection Over-
sight Board pursuant to section 1441b of this
title or the Federal Housing Finance Board
under this section (as the case may be) may
require the Federal Home Loan Banks collec-
tively to invest in the stock of the Funding
Corporation or invest in the capital stock of
the Financing Corporation, respectively, the
amount which each Federal Home Loan Bank
(or any successor to such Bank) shall invest
shall be determined by the Thrift Depositor
Protection Oversight Board or the Federal
Housing Finance Board (as the case may be)
by multiplying the aggregate amount of such
payment or investment by all Banks by the
percentage appearing in the following table for
each such Bank:

Bank Percentage
Federal Home Loan Bank of Boston ......... 1.8629
Federal Home Loan Bank of New York .... 9.1006
Federal Home Loan Bank of Pittsburgh ... 4.2702
Federal Home Loan Bank of Atlanta ........ 14.4007
Federal Home Loan Bank of Cincinnati ... 8.2653
Federal Home Loan Bank of Indianapolis 5.2863
Federal Home Loan Bank of Chicago ........ 9.6886
Federal Home Loan Bank of Des Moines .. 6.9301
Federal Home Loan Bank of Dallas .......... 8.8181
Federal Home Loan Bank of Topeka ........ 5.2706
Federal Home Loan Bank of San Fran-

cisco ....................................................... 19.9644
Federal Home Loan Bank of Seattle ......... 6.1422

(5) Pro rata distribution of amounts required
to be invested in excess of $1,000,000,000

With respect to any amount in excess of the
$1,000,000,000 amount referred to in paragraph
(4) which the Federal Housing Finance Board
may require the Federal Home Loan Banks to
invest in capital stock of the Financing Cor-
poration under this subsection, the amount
which each Federal Home Loan Bank (or any
successor to such bank) shall invest shall be
determined by the Federal Housing Finance
Board by multiplying such excess amount by
the percentage arrived at by dividing—

(A) the sum of the total assets (as of the
most recent December 31) held by all Sav-
ings Association Insurance Fund members
which are members of such bank; by

(B) the sum of the total assets (as of such
date) held by all Savings Association Insur-
ance Fund members which are members of
any Federal Home Loan Bank.
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(6) Special provisions relating to maximum
amount limitations

(A) In general
If the amount any Federal Home Loan

Bank is required to invest in capital stock of
the Financing Corporation pursuant to a de-
termination by the Federal Housing Finance
Board under paragraph (5) (or under subpara-
graph (B) of this paragraph) exceeds the
maximum investment amount applicable
with respect to such bank under paragraph
(3) at the time of such determination (here-
inafter in this paragraph referred to as the
‘‘excess amount’’)—

(i) the Federal Housing Finance Board
shall require each remaining Federal
Home Loan Bank to invest (in addition to
the amount determined under paragraph
(5) for such remaining bank and subject to
the maximum investment amount applica-
ble with respect to such remaining bank
under paragraph (3) at the time of such de-
termination) in such capital stock on be-
half of the bank in the amount determined
under subparagraph (B);

(ii) the Federal Housing Finance Board
shall require the bank to subsequently
purchase the excess amount of capital
stock from the remaining banks in the
manner described in subparagraph (C); and

(iii) the requirements contained in sub-
paragraphs (D) and (E) relating to the use
of net earnings shall apply to such bank
until the bank has purchased all of the ex-
cess amount of capital stock.

(B) Allocation of excess amount among re-
maining Home Loan Banks

The amount each remaining Federal Home
Loan Bank shall be required to invest under
subparagraph (A)(i) is the amount deter-
mined by the Federal Housing Finance
Board by multiplying the excess amount by
the percentage arrived at by dividing—

(i) the amount of capital stock of the Fi-
nancing Corporation held by such remain-
ing bank at the time of such determina-
tion; by

(ii) the aggregate amount of such stock
held by all remaining banks at such time.

(C) Purchase procedure
The bank on whose behalf an investment

in capital stock is made under subparagraph
(A)(i) shall purchase, annually and at the is-
suance price, from each remaining bank an
amount of such stock determined by the
Federal Housing Finance Board by multiply-
ing the amount available for such purchases
(at the time of such determination) by the
percentage determined under subparagraph
(B) with respect to such remaining bank
until the aggregate amount of such capital
stock has been purchased by the bank.

(D) Limitation on dividends
The amount of dividends which may be

paid for any year by a bank on whose behalf
an investment is made under subparagraph
(A)(i) shall not exceed an amount equal to 1⁄2
of the net earnings of the bank for the year.

(E) Transfer to account for purchase of stock
required

Of the net earnings for any year of a bank
on whose behalf an investment is made
under subparagraph (A)(i), such amount as is
necessary to make the purchases of stock re-
quired under subparagraph (A)(ii) shall be
placed in a reserve account (established in
such manner as the Federal Housing Finance
Board shall prescribe by regulations) the
balance in which shall be available only for
such purchases.

(7) Undivided profits defined
For purposes of paragraph (3), the term ‘‘un-

divided profits’’ means retained earnings
minus the sum of—

(A) that portion required to be added to re-
serves maintained pursuant to the first two
sentences of section 1436 of this title; and

(B) the dollar amounts held by the respec-
tive Federal Home Loan Banks in special
dividend stabilization reserves on December
31, 1985, as determined under the following
table:

Bank Dollar amount
Federal Home Loan Bank of Boston ... $3.2 million
Federal Home Loan Bank of New York 7.7 million
Federal Home Loan Bank of Pitts-

burgh ................................................ 5.2 million
Federal Home Loan Bank of Atlanta .. 12.3 million
Federal Home Loan Bank of Cin-

cinnati ............................................. 5.9 million
Federal Home Loan Bank of Indianap-

olis ................................................... 37.4 million
Federal Home Loan Bank of Chicago .. 6.0 million
Federal Home Loan Bank of Des

Moines .............................................. 32.7 million
Federal Home Loan Bank of Dallas .... 45.0 million
Federal Home Loan Bank of Topeka .. 13.7 million
Federal Home Loan Bank of San

Francisco ......................................... 21.9 million
Federal Home Loan Bank of Seattle ... 33.6 million

(e) Obligations of Financing Corporation
(1) Limitation on amount of outstanding obli-

gations
The aggregate amount of obligations of the

Financing Corporation which may be out-
standing at any time (as determined by the
Federal Housing Finance Board) shall not ex-
ceed the lesser of—

(A) an amount equal to the greater of—
(i) 5 times the amount of the nonvoting

capital stock of the Financing Corporation
which is outstanding at such time; or

(ii) the sum of the face amounts (the
amount of principal payable at maturity)
of securities described in subsection (g)(2)
of this section which are held at such time
in the segregated account established pur-
suant to such subsection; or

(B) $10,825,000,000.
(2) Termination of borrowing authority

No obligation of the Financing Corporation
shall be issued after December 12, 1991.
(3) Limitation on term of obligations

No obligation of the Financing Corporation
may be issued which matures—

(A) more than 30 years after the date of
issue; or
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(B) after December 31, 2026.
(4) Investment of United States funds in obliga-

tions
Obligations issued under this section by the

Financing Corporation with the approval of
the Federal Housing Finance Board shall be
lawful investments, and may be accepted as
security, for all fiduciary, trust, and public
funds the investment or deposit of which shall
be under the authority or control of the
United States or any officer of the United
States.
(5) Market for obligations

All persons having the power to invest in,
sell, underwrite, purchase for their own ac-
counts, accept as security, or otherwise deal in
obligations of the Federal Home Loan Banks
shall also have the power to do so with respect
to obligations of the Financing Corporation.
(6) No full faith and credit of the United States

Obligations of the Financing Corporation
and the interest payable on such obligations
shall not be obligations of, or guaranteed as to
principal or interest by, the Federal Home
Loan Banks, the United States, or the FSLIC
Resolution Fund and the obligations shall so
plainly state.
(7) Tax exempt status

(A) In general
Except as provided in subparagraph (B),

obligations of the Financing Corporation
shall be exempt from tax both as to prin-
cipal and interest to the same extent as any
obligation of a Federal Home Loan Bank is
exempt from tax under section 1433 of this
title.
(B) Exception

The Financing Corporation, like the Fed-
eral Home Loan Banks, shall be treated as
an agency of the United States for purposes
of the first sentence of section 3124(b) of title
31 (relating to determination of tax status of
interest on obligations).

(8) Obligations are exempt securities
Notwithstanding paragraph (7),1 obligations

of the Financing Corporation shall be deemed
to be exempt securities (within the meaning of
laws administered by the Securities and Ex-
change Commission) to the same extent as se-
curities which are direct obligations of the
United States or are guaranteed as to prin-
cipal or interest by the United States.
(9) Minority participation in public offerings

The Chairperson of the Federal Housing Fi-
nance Board and the Directorate shall ensure
that minority owned or controlled commercial
banks, investment banking firms, under-
writers, and bond counsels throughout the
United States have an opportunity to partici-
pate to a significant degree in any public of-
fering of obligations issued under this section.

(f) Sources of funds for interest payments; Fi-
nancing Corporation assessment authority

The Financing Corporation shall obtain funds
for anticipated interest payments, issuance

costs, and custodial fees on obligations issued
hereunder from the following sources:

(1) Preenactment assessments
The Financing Corporation assessments

which were assessed on insured institutions
pursuant to this section as in effect prior to
August 9, 1989.
(2) New assessment authority

In addition to the amounts obtained pursu-
ant to paragraph (1), the Financing Corpora-
tion, with the approval of the Board of Direc-
tors of the Federal Deposit Insurance Corpora-
tion, shall assess against each insured deposi-
tory institution an assessment (in the same
manner as assessments are assessed against
such institutions by the Federal Deposit In-
surance Corporation under section 7 of the
Federal Deposit Insurance Act [12 U.S.C.
1817]), except that—

(A) the assessments imposed on insured de-
pository institutions with respect to any
BIF-assessable deposit shall be assessed at a
rate equal to 1⁄5 of the rate of the assess-
ments imposed on insured depository insti-
tutions with respect to any SAIF-assessable
deposit; and

(B) no limitation under clause (i) or (iii) of
section 7(b)(2)(A) of the Federal Deposit In-
surance Act [12 U.S.C. 1817(b)(2)(A)] shall
apply for purposes of this paragraph.

(3) Receivership proceeds
To the extent the amounts available pursu-

ant to paragraphs (1) and (2) are insufficient to
cover the amount of interest payments, issu-
ance costs, and custodial fees, and if the funds
are not required by the Resolution Funding
Corporation to provide funds for the Funding
Corporation Principal Fund under section
1441b of this title, the Federal Deposit Insur-
ance Corporation shall transfer to the Financ-
ing Corporation, from the liquidating divi-
dends and payments made on claims received
by the FSLIC Resolution Fund (established
under section 11A of the Federal Deposit In-
surance Act [12 U.S.C. 1821a]) from receiver-
ships, the remaining amount of funds nec-
essary for the Financing Corporation to make
interest payments.

(g) Use and disposition of assets of Financing
Corporation not invested in FSLIC

(1) In general
Subject to such regulations, restrictions,

and limitations as may be prescribed by the
Federal Housing Finance Board, assets of the
Financing Corporation, which are not invested
in capital certificates or capital stock issued
by the Federal Savings and Loan Insurance
Corporation under section 1725(b)(1)(A) of this
title before August 9, 1989, and after August 9,
1989, in capital certificates issued by the
FSLIC Resolution Fund, shall be invested in—

(A) direct obligations of the United States;
(B) obligations, participations, or other in-

struments of, or issued by, the Federal Na-
tional Mortgage Association or the Govern-
ment National Mortgage Association;

(C) mortgages, obligations, or other securi-
ties for sale by, or which have been disposed
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of by, the Federal Home Loan Mortgage Cor-
poration under section 1454 or 1455 of this
title; or

(D) any other security in which it is lawful
for fiduciary and trust funds to be invested
under the laws of any State.

(2) Segregated account for zero coupon instru-
ments held to assure payment of principal

The Financing Corporation shall invest in,
and hold in a segregated account, noninterest
bearing instruments—

(A) which are securities described in para-
graph (1); and

(B) the total of the face amounts (the
amount of principal payable at maturity) of
which is approximately equal to the aggre-
gate amount of principal on the obligations
of the Financing Corporation,

to assure the repayment of principal on obli-
gations of the Financing Corporation. For pur-
poses of the foregoing, the Financing Corpora-
tion shall be deemed to hold noninterest bear-
ing instruments that it lends temporarily to
primary United States Treasury dealers in
order to enhance market liquidity and facili-
tate deliveries, provided that United States
Treasury securities of equal or greater value
have been delivered as collateral.
(3) Dollar amount limitation on investment in

zero coupon instruments for segregated ac-
count

The aggregate amount invested by the Fi-
nancing Corporation under paragraph (2) shall
not exceed $2,200,000,000 (as determined on the
basis of the purchase price).
(4) Exception for payment of issuance costs, in-

terest, and custodian fees
Notwithstanding the requirements of para-

graph (1), the assets of the Financing Corpora-
tion referred to in paragraph (1) which are not
invested under paragraph (2) may be used to
pay—

(A) issuance costs;
(B) any interest on (and any redemption

premium with respect to) any obligation of
the Financing Corporation; and

(C) custodian fees.
(5) Definitions

For purposes of this subsection—
(A) Issuance costs

The term ‘‘issuance costs’’—
(i) means issuance fees and commissions

incurred by the Financing Corporation in
connection with the issuance or servicing
of any obligation of the Financing Cor-
poration; and

(ii) includes legal and accounting ex-
penses, trustee and fiscal and paying agent
charges, costs incurred in connection with
preparing and printing offering materials,
and advertising expenses, to the extent
that any such cost or expense is incurred
by the Financing Corporation in connec-
tion with issuing any obligation.

(B) Custodian fees
The term ‘‘custodian fee’’ means—

(i) any fee incurred by the Financing
Corporation in connection with the trans-

fer of any security to, or the maintenance
of any security in, the segregated account
established under paragraph (2); and

(ii) any other expense incurred by the Fi-
nancing Corporation in connection with
the establishment or maintenance of such
account.

(h) Miscellaneous provisions relating to Financ-
ing Corporation

(1) Treatment for certain purposes
Except as provided in subsection (e)(8)(B) of

this section, the Financing Corporation shall
be treated as a Federal Home Loan Bank for
purposes of sections 1433 and 1443 of this title.
(2) Federal Reserve banks as depositaries and

fiscal agents
The Federal Reserve banks are authorized to

act as depositaries for or fiscal agents or cus-
todians of the Financing Corporation.
(3) Applicability of certain provisions relating

to Government corporation
Notwithstanding the fact that no Govern-

ment funds may be invested in the Financing
Corporation, the Financing Corporation shall
be treated, for purposes of sections 9105,2 9107,
and 9108 of title 31, as a mixed-ownership Gov-
ernment corporation which has capital of the
Government.

(i) Termination of Financing Corporation
(1) In general

The Financing Corporation shall be dis-
solved, as soon as practicable, after the earlier
of—

(A) the maturity and full payment of all
obligations issued by the Financing Corpora-
tion pursuant to this section; or

(B) December 31, 2026.
(2) Federal Housing Finance Board authority

to conclude the affairs of Financing Cor-
poration

Effective on the date of the dissolution of
the Financing Corporation under paragraph
(1), the Federal Housing Finance Board may
exercise, on behalf of the Financing Corpora-
tion, any power of the Financing Corporation
which the Federal Housing Finance Board de-
termines to be necessary to settle and con-
clude the affairs of the Financing Corporation.

(j) Regulations
The Federal Housing Finance Board may pre-

scribe such regulations as may be necessary to
carry out the provisions of this section, includ-
ing regulations defining terms used in this sec-
tion.
(k) Definitions

For purposes of this section, the following
definitions shall apply:

(1) Directorate
The term ‘‘Directorate’’ means the direc-

torate established in the manner provided in
subsection (b)(1) of this section to manage the
Financing Corporation.
(2) Net earnings

The term ‘‘net earnings’’ means net earnings
without reduction for any chargeoffs or ex-
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penses incurred by a Bank in connection with
the purchase of capital stock of the Financing
Corporation or the purchase of stock of the
Funding Corporation required by the Thrift
Depositor Protection Oversight Board under
subsections (e) and (f) of section 1441b of this
title.

(3) Insured depository institution
The term ‘‘insured depository institution’’

has the same meaning as in section 3 of the
Federal Deposit Insurance Act [12 U.S.C. 1813] 3

(4) Deposit terms
(A) BIF-assessable deposits

The term ‘‘BIF-assessable deposit’’ means
a deposit that is subject to assessment for
purposes of the Bank Insurance Fund under
the Federal Deposit Insurance Act [12 U.S.C.
1811 et seq.] (including a deposit that is
treated as a deposit insured by the Bank In-
surance Fund under section 5(d)(3) of the
Federal Deposit Insurance Act [12 U.S.C.
1815(d)(3)]).

(B) SAIF-assessable deposit
The term ‘‘SAIF-assessable deposit’’ has

the meaning given to such term in section
2710 of the Deposit Insurance Funds Act of
1996.

(July 22, 1932, ch. 522, § 21, as added Pub. L.
100–86, title III, § 302, Aug. 10, 1987, 101 Stat. 585;
amended Pub. L. 101–73, title V, § 512, title VII,
§§ 701(b)(2), 713, Aug. 9, 1989, 103 Stat. 406, 412, 419;
Pub. L. 102–233, title I, § 104, title III, § 302(b),
Dec. 12, 1991, 105 Stat. 1762, 1767; Pub. L. 102–550,
title XVI, § 1611(c), Oct. 28, 1992, 106 Stat. 4090;
Pub. L. 104–208, div. A, title II, § 2703(a), Sept. 30,
1996, 110 Stat. 3009–485.)

REFERENCES IN TEXT

Section 1725 of this title, referred to in subsecs. (c)(2),
(e)(2)(A), and (g)(1), was repealed by Pub. L. 101–73, title
IV, § 407, Aug. 9, 1989, 103 Stat. 363.

Section 9105 of title 31, referred to in subsec. (h)(3),
was amended generally by Pub. L. 101–576, title III,
§ 305, Nov. 15, 1990, 104 Stat. 2853, and, as so amended, no
longer contains provisions relating to mixed-ownership
Government corporations having capital of the Govern-
ment.

The Federal Deposit Insurance Act, referred to in
subsec. (k)(4)(A), is act Sept. 21, 1950, ch. 967, § 2, 64
Stat. 873, as amended, which is classified generally to
chapter 16 (§ 1811 et seq.) of this title. For complete
classification of this Act to the Code, see Short Title
note set out under section 1811 of this title and Tables.

Section 2710 of the Deposit Insurance Funds Act of
1996, referred to in subsec. (k)(4)(B), is section 2710 of
div. A of Pub. L. 104–208, which is set out as a note
under section 1821 of this title.

PRIOR PROVISIONS

A prior section 1441, act July 22, 1932, ch. 522, § 21, 47
Stat. 738, related to unlawful acts and penalties, prior
to repeal by act June 25, 1948, ch. 645, § 21, 62 Stat. 862,
eff. Sept. 1, 1948. See sections 433, 493, 657, 659, 660, 709,
1006, 1014, and 2117 of Title 18, Crimes and Criminal Pro-
cedure.

AMENDMENTS

1996—Subsec. (f)(2). Pub. L. 104–208, § 2703(a)(1)(A), in
introductory provisions, substituted ‘‘In addition to

the amounts obtained pursuant to paragraph (1),’’ for
‘‘To the extent the amounts available pursuant to para-
graph (1) are insufficient to cover the amount of inter-
est payments, issuance costs, and custodial fees,’’, ‘‘in-
sured depository institution’’ for ‘‘Savings Association
Insurance Fund member’’, and ‘‘against such institu-
tions’’ for ‘‘against such members’’.

Subsec. (f)(2)(A) to (C). Pub. L. 104–208, § 2703(a)(1)(B),
added subpars. (A) and (B) and struck out former sub-
pars. (A) to (C) which read as follows:

‘‘(A) the sum of—
‘‘(i) the amount assessed under this paragraph; and
‘‘(ii) the amount assessed by the Funding Corpora-

tion under section 1441b of this title;
shall not exceed the amount authorized to be assessed
against Savings Association Insurance Fund members
pursuant to section 1817 of this title;

‘‘(B) the Financing Corporation shall have first prior-
ity to make the assessment; and

‘‘(C) the amount of the applicable assessment deter-
mined under such section 1817 of this title shall be re-
duced by the sum described in subparagraph (A) of this
paragraph.’’

Subsec. (k). Pub. L. 104–208, § 2703(a)(2)(A), substituted
‘‘section, the following definitions shall apply:’’ for
‘‘section—’’ in introductory provisions.

Subsec. (k)(1). Pub. L. 104–208, § 2703(a)(2)(B), (C), re-
designated par. (2) as (1) and struck out heading and
text of former par. (1). Text read as follows: ‘‘The term
‘Savings Association Insurance Fund member’ means a
savings association which is a Savings Association In-
surance Fund member as defined by section 7(l) of the
Federal Deposit Insurance Act.’’

Subsec. (k)(2) to (4). Pub. L. 104–208, § 2703(a)(2)(C),
(D), added pars. (3) and (4) and redesignated former
pars. (2) and (3) as (1) and (2), respectively.

1992—Subsec. (e)(2). Pub. L. 102–550 made technical
amendment to reference to December 12, 1991, to cor-
rect reference to corresponding provisions of original
act.

1991—Subsec. (d)(4). Pub. L. 102–233, § 302(b), sub-
stituted ‘‘Thrift Depositor Protection Oversight Board’’
for ‘‘Oversight Board’’ in two places.

Subsec. (e)(2). Pub. L. 102–233, § 104, amended par. (2)
generally, substituting provisions setting forth termi-
nation date of Financing Corporation borrowing au-
thority for provisions relating to investment of pro-
ceeds of obligations of such Corporation.

Subsec. (k)(3). Pub. L. 102–233, § 302(b), substituted
‘‘Thrift Depositor Protection Oversight Board’’ for
‘‘Oversight Board’’.

1989—Subsec. (a). Pub. L. 101–73, § 512(2), substituted
‘‘Federal Housing Finance Board’’ for ‘‘Board’’.

Subsec. (b)(1)(B). Pub. L. 101–73, § 512(2), substituted
‘‘Federal Housing Finance Board’’ for ‘‘Federal Home
Loan Bank Board’’.

Subsec. (b)(5). Pub. L. 101–73, § 701(b)(2), substituted
‘‘Chairperson’’ for ‘‘Chairman’’.

Pub. L. 101–73, § 512(2), substituted ‘‘Federal Housing
Finance Board’’ for ‘‘Federal Home Loan Bank Board’’.

Subsecs. (b)(6)(B), (7)(B), (8), (c). Pub. L. 101–73,
§ 512(2), substituted ‘‘Federal Housing Finance Board’’
for ‘‘Board’’ wherever appearing.

Subsec. (c)(2). Pub. L. 101–73, § 512(3), inserted ‘‘prior
to August 9, 1989, and thereafter to transfer the pro-
ceeds of any obligation issued by the Financing Cor-
poration to the FSLIC Resolution Fund’’.

Subsec. (c)(9). Pub. L. 101–73, § 512(4), struck out ‘‘or
section 1725(b) of this title’’ after ‘‘with the provisions
of this section’’.

Subsec. (d)(1). Pub. L. 101–73, § 512(2), substituted
‘‘Federal Housing Finance Board’’ for ‘‘Board’’ wher-
ever appearing.

Subsec. (d)(4). Pub. L. 101–73, § 512(5), amended gener-
ally the portion of par. (4) appearing before the table.
Prior to amendment, such portion read as follows:
‘‘With respect to the first $1,000,000,000 which the Board
may require the Federal Home Loan Banks to invest in
capital stock of the Financing Corporation under this
subsection, the amount which each Federal Home Loan
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Bank (or any successor to such bank) shall invest shall
be determined by the Board by applying to the total
amount of such investment by all such banks the per-
centage appearing in the following table for each such
bank:’’.

Subsec. (d)(5). Pub. L. 101–73, § 512(6), substituted ‘‘the
$1,000,000,000 amount referred to in paragraph (4) which
the Federal Housing Finance Board’’ for ‘‘$1,000,000,000
which the Board’’.

Pub. L. 101–73, § 512(2), substituted ‘‘by the Federal
Housing Finance Board’’ for ‘‘by the Board’’.

Subsec. (d)(5)(A), (B). Pub. L. 101–73, § 512(1), which di-
rected the amendment of this section by substituting
‘‘Savings Association Insurance Fund member’’ for ‘‘in-
sured institution’’ wherever appearing, was executed by
substituting ‘‘Savings Association Insurance Fund
members’’ for ‘‘insured institutions’’, as the probable
intent of Congress.

Subsec. (d)(6)(A). Pub. L. 101–73, § 512(2), substituted
‘‘Federal Housing Finance Board’’ for ‘‘Board’’ in intro-
ductory provisions and in cls. (i) and (ii).

Subsec. (d)(6)(A)(iii). Pub. L. 101–73, § 512(7), struck
out ‘‘available for dividends’’ after ‘‘use of net earn-
ings’’.

Subsec. (d)(6)(B), (C). Pub. L. 101–73, § 512(2), sub-
stituted ‘‘Federal Housing Finance Board’’ for ‘‘Board’’.

Subsec. (d)(6)(D). Pub. L. 101–73, § 512(8), struck out
‘‘available for dividends’’ after ‘‘net earnings’’.

Subsec. (d)(6)(E). Pub. L. 101–73, § 512(9), struck out
‘‘available for dividends’’ after ‘‘Of the net earnings’’.

Pub. L. 101–73, § 512(2), substituted ‘‘Federal Housing
Finance Board’’ for ‘‘Board’’.

Subsec. (d)(6)(F). Pub. L. 101–73, § 512(10), struck out
subpar. (F) which defined ‘‘net earnings available for
dividends’’.

Subsec. (e)(1). Pub. L. 101–73, § 512(2), substituted
‘‘Federal Housing Finance Board’’ for ‘‘Board’’.

Subsec. (e)(2). Pub. L. 101–73, § 512(12)(A), redesignated
par. (3) as (2) and struck out former par. (2) which set
an annual limit on net new borrowing by the Financing
Corporation.

Pub. L. 101–73, § 512(11), which directed amendment of
par. (2)(A), was executed, as the probable intent of Con-
gress, to the introductory text of par. (2), to par. (2)(A),
and to par. (2)(B), as follows: striking out ‘‘used to’’
after ‘‘issued by the Financing Corporation’’ in the in-
troductory text, inserting ‘‘used to’’ before ‘‘purchase’’
and inserting ‘‘prior to August 9, 1989, and thereafter
transferred to the FSLIC Resolution Fund’’ before
‘‘; or’’ in subpar. (A), and by inserting ‘‘used to’’ before
‘‘refund’’ in subpar. (B).

Pub. L. 101–73, § 512(2), substituted ‘‘Federal Housing
Finance Board’’ for ‘‘Board’’.

Subsec. (e)(3). Pub. L. 101–73, § 512(12)(A), redesignated
par. (4) as (3). Former par. (3) redesignated (2).

Subsec. (e)(4). Pub. L. 101–73, § 512(2), (12)(A), redesig-
nated par. (5) as (4) and substituted ‘‘Federal Housing
Finance Board’’ for ‘‘Board’’. Former par. (4) redesig-
nated (3).

Subsec. (e)(5). Pub. L. 101–73, § 512(12)(A), redesignated
par. (6) as (5). Former par. (5) redesignated (4).

Subsec. (e)(6). Pub. L. 101–73, § 512(12), redesignated
par. (7) as (6) and substituted ‘‘FSLIC Resolution
Fund’’ for ‘‘Federal Savings and Loan Insurance Cor-
poration’’. Former par. (6) redesignated (5).

Subsec. (e)(7), (8). Pub. L. 101–73, § 512(12)(A), redesig-
nated pars. (8) and (9) as (7) and (8), respectively.
Former par. (7) redesignated (6).

Subsec. (e)(9), (10). Pub. L. 101–73, §§ 512(2), (12)(A),
701(b)(2), redesignated par. (10) as (9) and substituted
‘‘Chairperson’’ for ‘‘Chairman’’ and ‘‘Federal Housing
Finance Board’’ for ‘‘Board’’. Former par. (9) redesig-
nated (8).

Subsec. (f). Pub. L. 101–73, § 512(13), amended subsec.
(f) generally, substituting provisions enumerating var-
ious sources from which Financing Corporation shall
obtain funds for anticipated interest payments, issu-
ance costs, and custodial fees on obligations issued
from preenactment assessments, new assessment au-
thority, and receivership proceeds, for former provi-

sions which had outlined assessment authority of Fi-
nancing Corporation, setting up supplementary assess-
ment authority, setting limits on total amount as-
sessed, and providing for termination assessments.

Subsec. (g)(1). Pub. L. 101–73, § 512(14), inserted ref-
erence to before August 9, 1989, and after August 9, 1989,
in capital certificates issued by the FSLIC Resolution
Fund.

Pub. L. 101–73, § 512(2), substituted ‘‘Federal Housing
Finance Board’’ for ‘‘Board’’.

Subsec. (g)(2). Pub. L. 101–73, § 512(15), inserted at end
‘‘For purposes of the foregoing, the Financing Corpora-
tion shall be deemed to hold noninterest bearing in-
struments that it lends temporarily to primary United
States Treasury dealers in order to enhance market li-
quidity and facilitate deliveries, provided that United
States Treasury securities of equal or greater value
have been delivered as collateral.’’

Subsec. (i). Pub. L. 101–73, § 713, redesignated subsec.
(j) as (i) and struck out former subsec. (i) which related
to Federal Savings and Loan Insurance Corporation In-
dustry Advisory Committee.

Subsec. (i)(1)(A). Pub. L. 101–73, § 512(16), added sub-
par. (A) and struck out former subpar. (A) which read
as follows: ‘‘the date by which all stock purchased by
the Financing Corporation in the Federal Savings and
Loan Insurance Corporation has been retired; or’’.

Subsec. (i)(2). Pub. L. 101–73, § 512(2), substituted
‘‘Federal Housing Finance Board’’ for ‘‘Board’’ wher-
ever appearing.

Subsec. (j). Pub. L. 101–73, § 713, redesignated subsec.
(k) as (j). Former subsec. (j) redesignated (i).

Pub. L. 101–73, § 512(2), substituted ‘‘Federal Housing
Finance Board’’ for ‘‘Board’’.

Subsec. (k). Pub. L. 101–73, § 713, redesignated subsec.
(l) as (k). Former subsec. (k) redesignated (j).

Subsec. (k)(1). Pub. L. 101–73, § 512(17)(A), substituted
definition of ‘‘Savings Association Insurance Fund
member’’ for definition of ‘‘insured institution’’.

Subsec. (k)(2). Pub. L. 101–73, § 512(17)(B), redesignated
par. (3) as (2) and struck out former par. (2) which de-
fined ‘‘insured member’’.

Subsec. (k)(3), (4). Pub. L. 101–73, § 512(10), (17)(B),
added par. (4) and redesignated pars. (3) and (4) as (2)
and (3), respectively.

Subsec. (l). Pub. L. 101–73, § 713, redesignated subsec.
(l) as (k).

EFFECTIVE AND TERMINATION DATES OF 1996
AMENDMENT

Section 2703(c) of Pub. L. 104–208 provided that:
‘‘(1) IN GENERAL.—Subsections (a) [amending this sec-

tion] and (c) [probably should be (b), amending section
1817 of this title] and the amendments made by such
subsections shall apply with respect to semiannual pe-
riods which begin after December 31, 1996.

‘‘(2) TERMINATION OF CERTAIN ASSESSMENT RATES.—
Subparagraph (A) of section 21(f)(2) of the Federal
Home Loan Bank Act [subsec. (f)(2) of this section] (as
amended by subsection (a)) shall not apply after the
earlier of—

‘‘(A) December 31, 1999; or
‘‘(B) the date as of which the last savings associa-

tion ceases to exist.’’

EFFECTIVE DATE OF 1992 AMENDMENT

Section 1618 of Pub. L. 102–550 provided that: ‘‘Except
as otherwise provided by a specific provision of this
subtitle [subtitle B (§§ 1611–1618) of title XVI of Pub. L.
102–550, amending this section, sections 1441a, 1441b,
1821, 3345, and 3348 of this title and provisions set out
as a note under section 1441a of this title], the amend-
ments made by this subtitle to the Resolution Trust
Corporation Refinancing, Restructuring, and Improve-
ment Act of 1991 [Pub. L. 102–233; see Short Title of 1991
Amendment note set out under section 1421 of this
title] and the Federal Home Loan Bank Act [12 U.S.C.
1421 et seq.] shall take effect as if such amendments
had been included in the Resolution Trust Corporation
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Refinancing, Restructuring, and Improvement Act of
1991 [Pub. L. 102–233] as of the date of the enactment of
such Act [Dec. 12, 1991].’’

EFFECTIVE DATE OF 1991 AMENDMENT

Section 318 of Pub. L. 102–233 provided that: ‘‘The ef-
fective date of the Resolution Trust Corporation Thrift
Depositor Protection Reform Act of 1991 [title III of
Pub. L. 102–233, amending this section, sections 1441a,
1441b, 1786, 1818, 1821, 1833b, and 1833e of this title, sec-
tions 5313 and 5314 of Title 5, Government Organization
and Employees, and section 11 of the Inspector General
Act of 1978, Pub. L. 95–452, set out in the Appendix to
Title 5, enacting provisions set out as notes under sec-
tion 1441a of this title, and amending provisions set out
as notes under sections 1437 and 1441a of this title] shall
be February 1, 1992.’’

TRANSFER OF FUNCTIONS

Federal Savings and Loan Insurance Corporation
abolished and functions transferred, see sections 401 to
406 of Pub. L. 101–73, set out as a note under section 1437
of this title.

ABOLITION OF THRIFT DEPOSITOR PROTECTION OVERSIGHT
BOARD

Thrift Depositor Protection Oversight Board abol-
ished, see section 14(a)–(d) of Pub. L. 105–216, set out as
a note under section 1441a of this title.

PROHIBITION ON DEPOSIT SHIFTING

Section 2703(d) of Pub. L. 104–208 provided that:
‘‘(1) IN GENERAL.—Effective as of the date of the en-

actment of this Act [Sept. 30, 1996] and ending on the
date provided in subsection (c)(2) of this section [set
out as a note above], the Comptroller of the Currency,
the Board of Directors of the Federal Deposit Insurance
Corporation, the Board of Governors of the Federal Re-
serve System, and the Director of the Office of Thrift
Supervision shall take appropriate actions, including
enforcement actions, denial of applications, or imposi-
tion of entrance and exit fees as if such transactions
qualified as conversion transactions pursuant to sec-
tion 5(d) of the Federal Deposit Insurance Act [12
U.S.C. 1815(d)], to prevent insured depository institu-
tions and depository institution holding companies
from facilitating or encouraging the shifting of depos-
its from SAIF-assessable deposits to BIF-assessable de-
posits (as defined in section 21(k) of the Federal Home
Loan Bank Act [12 U.S.C. 1441(k)]) for the purpose of
evading the assessments imposed on insured depository
institutions with respect to SAIF-assessable deposits
under section 7(b) of the Federal Deposit Insurance Act
[12 U.S.C. 1817(b)] and section 21(f)(2) of the Federal
Home Loan Bank Act [12 U.S.C. 1441(f)(2)].

‘‘(2) REGULATIONS.—The Board of Directors of the
Federal Deposit Insurance Corporation may issue regu-
lations, including regulations defining terms used in
paragraph (1), to prevent the shifting of deposits de-
scribed in such paragraph.

‘‘(3) RULE OF CONSTRUCTION.—No provision of this sub-
section shall be construed as prohibiting conduct or ac-
tivity of any insured depository institution which—

‘‘(A) is undertaken in the ordinary course of busi-
ness of such depository institution; and

‘‘(B) is not directed towards the depositors of an in-
sured depository institution affiliate (as defined in
section 2(k) of the Bank Holding Company Act of 1956
[12 U.S.C. 1841(k)]) of such depository institution.’’

STATE COOPERATIVE BANKS DEEMED INSURED
INSTITUTIONS UNDER SUBSECTION (f)(4)(F)

Pub. L. 100–202, § 101(f) [title III, § 301], Dec. 22, 1987,
101 Stat. 1329–187, 1329–211, provided that any coopera-
tive bank established under the law of any State which
was directed by the State banking authority to obtain
Federal deposit insurance between Jan. 1, 1985, and Jan.
1, 1987, would be deemed to be an insured institution de-
scribed in 12 U.S.C. 1441(f)(4)(F).

SUNSET AND SAVINGS PROVISION

Section 416 of Pub. L. 100–86 provided that:
‘‘(a) IN GENERAL.—The following provisions shall

cease to be effective on the date that a notice is pub-
lished in the Federal Register by the Financing Cor-
poration pursuant to subsection (b):

‘‘(1) Paragraphs (2), (3), and (5) of—
‘‘(A) section 9(a) of the Home Owners’ Loan Act of

1933 [12 U.S.C. 1467(a)(2), (3), (5)]; and
‘‘(B) section 415(a) of the National Housing Act [12

U.S.C. 1730h(a)(2), (3), (5)],
(as added by subsections (a) and (b), respectively, of
section 402 of this title).

‘‘(2) Section 10 of the Home Owners’ Loan Act of
1933 [12 U.S.C. 1467a] and section 416 of the National
Housing Act [12 U.S.C. 1730i] (as added by subsections
(a) and (b), respectively, of section 404 of this title).

‘‘(3) Paragraph (6) of section 406(f) of the National
Housing Act [12 U.S.C. 1729(f)(6)] (as added by section
405 of this title).

‘‘(4) Section 22A of the Federal Home Loan Bank
Act [12 U.S.C. 1442a] (as added by section 407(d) of this
title).

‘‘(5) Section 411 of this title [12 U.S.C. 1437 note].
‘‘(b) NOTICE OF COMPLETION OF NET NEW BORROWING

BY FINANCING CORPORATION.—When the Financing Cor-
poration established pursuant to section 21 of the Fed-
eral Home Loan Bank Act [12 U.S.C. 1441] has com-
pleted all net new borrowing under such section, the
Financing Corporation shall publish a notice of such
fact in the Federal Register. [Notice that the Financing
Corporation had completed all net new borrowings and
would issue no additional obligations after Dec. 12, 1991,
was published Mar. 30, 1992, 57 F.R. 10763.]

‘‘(c) SAVINGS PROVISION.—The termination by sub-
section (a) of the effectiveness of any provision de-
scribed in such subsection shall not be construed to af-
fect or limit any authority of the Federal Home Loan
Bank Board or the Federal Savings and Loan Insurance
Corporation to prescribe any regulation or engage in
any activity with respect to any association or insured
institution under any other provision of law.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1430, 1436, 1441b,
1821a of this title.

§ 1441a. Thrift Depositor Protection Oversight
Board and Resolution Trust Corporation

(a) Thrift Depositor Protection Oversight Board
established

(1) In general
There is hereby established the Thrift De-

positor Protection Oversight Board as an in-
strumentality of the United States with the
powers and authorities herein provided.
(2) Status

The Thrift Depositor Protection Oversight
Board shall oversee and monitor the oper-
ations of the Resolution Trust Corporation
(hereinafter referred to in this section as the
‘‘Corporation’’) and shall be accountable for
the duties assigned to the Thrift Depositor
Protection Oversight Board by this chapter.
The Thrift Depositor Protection Oversight
Board shall be an ‘‘agency’’ of the United
States for purposes of subchapter II of chapter
5 and chapter 7 of title 5.
(3) Membership

(A) In general
The Thrift Depositor Protection Oversight

Board shall consist of 7 members—
(i) the Secretary of the Treasury;
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(ii) the Chairman of the Board of Gov-
ernors of the Federal Reserve System;

(iii) the Director of the Office of Thrift
Supervision;

(iv) the Chairperson of the Board of Di-
rectors of the Federal Deposit Insurance
Corporation;

(v) the chief executive officer of the Cor-
poration; and

(vi) two independent members appointed
by the President, with the advice and con-
sent of the Senate. Such nominations shall
be referred to the Committee on Banking,
Housing, and Urban Affairs of the Senate.

(B) Political affiliation
The independent members shall not be

members of the same political party. No
independent member of the Thrift Depositor
Protection Oversight Board shall hold any
other appointed office during his or her term
as a member.
(C) Chairperson

The Chairperson of the Thrift Depositor
Protection Oversight Board shall be the Sec-
retary of the Treasury.
(D) Term of office

The term of each member (other than the
independent members) of the Thrift Deposi-
tor Protection Oversight Board shall expire
when such member has fulfilled all of his or
her responsibilities under this section and
section 1441b of this title. The term of each
independent member shall be 3 years.
(E) Quorum required

A quorum shall consist of 4 members of the
Thrift Depositor Protection Oversight Board
and all decisions of the Board shall require
an affirmative vote of at least a majority of
the members voting.

(4) Compensation and expenses
(A) Expenses

Members of the Thrift Depositor Protec-
tion Oversight Board shall receive allow-
ances in accordance with subchapter I of
chapter 57 of title 5 for necessary expenses of
travel, lodging, and subsistence incurred in
attending meetings and other activities of
the Thrift Depositor Protection Oversight
Board, as set forth in the bylaws issued by
the Thrift Depositor Protection Oversight
Board.
(B) No additional compensation for United

States officers or employees
Members of the Thrift Depositor Protec-

tion Oversight Board (other than independ-
ent members) shall receive no additional pay
by reason of service on such Board.
(C) Compensation for independent members

The independent members of the Thrift
Depositor Protection Oversight Board shall
be paid at a rate equal to the daily equiva-
lent of the rate of basic pay for level II of
the Executive Schedule for each day (includ-
ing travel time) during which such member
is engaged in the actual performance of du-
ties of the Thrift Depositor Protection Over-
sight Board.

(5) Powers
The Thrift Depositor Protection Oversight

Board shall be a body corporate that shall
have the power to—

(A) adopt, alter, and use a corporate seal;
(B) provide for a principal or executive of-

ficer and such other officers and employees
as may be necessary to perform the func-
tions of the Thrift Depositor Protection
Oversight Board, define their duties, and re-
quire surety bonds or make other provisions
against losses occasioned by acts of such
persons;

(C) fix the compensation and number of,
and appoint, employees for any position es-
tablished by the Thrift Depositor Protection
Oversight Board;

(D) set and adjust rates of basic pay for
employees of the Thrift Depositor Protec-
tion Oversight Board without regard to the
provisions of chapter 51 or subchapter III of
chapter 53 of title 5;

(E) provide additional compensation and
benefits to employees of the Thrift Deposi-
tor Protection Oversight Board if the same
type of compensation or benefits are then
being provided by any other Federal bank
regulatory agency or, if not then being pro-
vided, could be provided by such an agency
under applicable provisions of law, rule, or
regulation; in setting and adjusting the total
amount of compensation and benefits for
employees of the Thrift Depositor Protec-
tion Oversight Board, the Thrift Depositor
Protection Oversight Board shall consult
with and seek to maintain comparability
with the other Federal bank regulatory
agencies, except that the Thrift Depositor
Protection Oversight Board shall not in any
event exceed the compensation and benefits
provided by the Federal Deposit Insurance
Corporation with respect to any comparable
position;

(F) with the consent of any executive
agency, department, or independent agency
utilize the information, services, staff, and
facilities of such department or agency, on a
reimbursable (or other) basis, in carrying
out this section;

(G) prescribe bylaws that are consistent
with law to provide for the manner in
which—

(i) its officers and employees are se-
lected, and

(ii) its general operations are to be con-
ducted;

(H) enter into contracts and modify or con-
sent to the modification of any contract or
agreement;

(I) indemnify, from funds made available
to it by the Corporation, the members, offi-
cers, and employees of the Thrift Depositor
Protection Oversight Board on such terms as
the Thrift Depositor Protection Oversight
Board deems proper against any liability
under any civil suit pursuant to any statute
or pursuant to common law with respect to
any claim arising out of or resulting from
any act or omission by such person within
the scope of such person’s employment in
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connection with any transaction entered
into involving the disposition of assets (or
any interests in any assets or any obliga-
tions backed by any assets) by the Corpora-
tion, and the indemnification authorized by
this provision shall be in addition to and not
in lieu of any immunities or other protec-
tions that may be available to such person
under applicable law, and this provision does
not affect any such immunities or other pro-
tections;

(J) sue and be sued in courts of competent
jurisdiction; and

(K) exercise any and all powers established
under this section and such incidental pow-
ers as are necessary to carry out its powers,
duties, and functions under this chapter.

(6) Thrift Depositor Protection Oversight
Board duties and authorities

The Thrift Depositor Protection Oversight
Board shall have the following duties and au-
thorities with respect to the Corporation:

(A) To review overall strategies, policies,
and goals established by the Corporation for
its activities, which shall include such items
as the Thrift Depositor Protection Oversight
Board deems likely to have a material effect
upon the financial condition of the Corpora-
tion, the results of its operations, or its cash
flows, and such items as the Thrift Depositor
Protection Oversight Board deems to involve
substantial issues of public policy. After
consultation with the Corporation, the
Thrift Depositor Protection Oversight Board
may require the modification of any such
overall strategies, policies, and goals and
their implementation. Overall strategies,
policies, and goals shall include such items
as—

(i) overall strategies, policies, and goals
for case resolutions, the management and
disposition of assets, the use of private
contractors;

(ii) the use of notes, guarantees, or other
obligations by the Corporation;

(iii) financial goals, plans, and budgets;
and

(iv) restructuring agreements described
in subsection (b)(10)(B) of this section.

(B) To approve prior to implementation fi-
nancial plans, budgets, and periodic financ-
ing requests developed by the Corporation.

(C) To review all rules, regulations, stand-
ards, principles, procedures, guidelines, and
statements that may be adopted or an-
nounced by the Corporation. The provisions
of this subparagraph shall not apply to in-
ternal administrative policies and proce-
dures (including such matters as personnel
practices, divisions and organization of
staffing, delegations of authority, and prac-
tices respecting day-to-day administration
of the Corporation’s affairs) and determina-
tions or actions described in paragraph (8) 1

(D) To review the overall performance of
the Corporation on a periodic basis, includ-
ing its work, management activities, and in-
ternal controls, and the performance of the

Corporation relative to approved budget
plans.

(E) To require from the Corporation any
reports, documents, and records it deems
necessary to carry out its oversight respon-
sibilities.

(F) To establish a national advisory board
and regional advisory boards.

(G) To authorize the use of proceeds from
any funds provided by the Treasury to the
Corporation and from any financing by the
Resolution Funding Corporation established
pursuant to section 1441b of this title con-
sistent with the approved budget and finan-
cial plans of the Corporation and to oversee
the collection of funds by the Resolution
Funding Corporation.

(H) To evaluate audits by the Inspector
General and other congressionally required
audits.

(I) To have general oversight over the Res-
olution Funding Corporation as provided
under section 1441b of this title.

(J) To authorize, as appropriate, the Cor-
poration’s sale of capital certificates to the
Resolution Funding Corporation.

(K) To establish the rate of basic pay, ben-
efits, and other compensation for the chief
executive officer of the Corporation.

(7) Transition policies
Until such time as the Thrift Depositor Pro-

tection Oversight Board and the Corporation
(consistent with paragraph (6) and subsection
(b)(11) of this section) adopt strategies, poli-
cies, goals, regulations, rules, operating prin-
ciples, procedures, or guidelines, the Corpora-
tion may carry out its duties in accordance
with the strategies, policies, goals, regula-
tions, rules, operating principles, procedures,
or guidelines of the Federal Deposit Insurance
Corporation, notwithstanding the provisions
of section 553 of title 5.
(8) Limitation on authority

The Corporation shall have the authority,
without any prior review, approval, or dis-
approval by the Thrift Depositor Protection
Oversight Board, to make such determinations
and take such actions as it deems appropriate
with respect to case-specific matters involving
(i) individual case resolutions, (ii) asset liq-
uidations, or (iii) day-to-day operations of the
Corporation. The preceding sentence in no way
limits the authority of the Thrift Depositor
Protection Oversight Board to review overall
strategies, policies, and goals established by
the Corporation.
(9) Delegation

Except with respect to the meetings re-
quired by paragraph (10), nothing in this sec-
tion shall preclude a member of the Thrift De-
positor Protection Oversight Board who is a
public official from delegating his or her au-
thority to an employee or officer of such mem-
ber’s agency or organization, if such employee
or officer has been appointed by the President
with the advice and consent of the Senate. For
purposes of the preceding sentence, the Chair-
man of the Board of Governors of the Federal
Reserve System may delegate his or her au-
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thority to another member of the Board of
Governors.
(10) Open meetings

Not less than 6 times each year, the Thrift
Depositor Protection Oversight Board shall
conduct open meetings to review overall strat-
egies, policies, and goals established by the
Corporation and to consider such other mat-
ters as pertain to its functions under this
chapter. The Thrift Depositor Protection
Oversight Board shall maintain a transcript of
the board’s open meetings.
(11) Power to remove; jurisdiction

Notwithstanding any other provision of law,
any civil action, suit, or proceeding to which
the Thrift Depositor Protection Oversight
Board is a party shall be deemed to arise under
the laws of the United States, and the United
States district courts shall have original juris-
diction. The Thrift Depositor Protection Over-
sight Board may, without bond or security, re-
move any such action, suit, or proceeding
from a State court to a United States district
court or to the United States District Court
for the District of Columbia.
(12) Administrative expenses

The administrative expenses of the Thrift
Depositor Protection Oversight Board shall be
paid by the Corporation, upon request of the
Thrift Depositor Protection Oversight Board.
(13) Standards, policies, procedures, guide-

lines, and statements
The Thrift Depositor Protection Oversight

Board may issue rules, regulations, standards,
policies, procedures, guidelines, and state-
ments as the Thrift Depositor Protection
Oversight Board considers necessary or appro-
priate to carry out its authorities and duties
under this chapter which shall be promulgated
pursuant to subchapter II of chapter 5 of title
5.
(14) Strategic plan for Corporation operations

(A) In general
The chief executive officer of the Corpora-

tion is authorized to implement the strate-
gic plan for conducting the Corporation’s
functions and activities submitted by the
former Oversight Board to the Congress,
dated December 31, 1989.
(B) Provisions of plan

The strategic plan and implementing poli-
cies and procedures required under this para-
graph shall at a minimum contain the fol-
lowing:

(i) Factors the Corporation shall con-
sider in deciding the order in which failed
institutions or categories of failed institu-
tions will be resolved.

(ii) Standards the Corporation shall use
to select the appropriate resolution action
for a failed institution.

(iii) With respect to assisted acquisi-
tions, factors the Corporation shall con-
sider in deciding whether non-performing
assets of the failed institution will be
transferred to the acquiring institution
rather than retained by the Corporation
for management and disposal.

(iv) Plans for the disposition of assets.
(v) Management objectives by which the

Corporation’s progress in carrying out its
duties under this section can be measured.

(vi) A plan for the organizational struc-
ture and staffing of the Corporation, in-
cluding an assessment of the extent to
which the Corporation will perform asset
management functions and other duties
through contracts with public and private
entities.

(vii) Consideration of whether incentives
should be included in asset management
contracts to promote active and efficient
asset management.

(viii) Standards for adequate competi-
tion and fair and consistent treatment of
offerors.

(ix) Standards that prohibit discrimina-
tion on the basis of race, sex, or ethnic
group in the solicitation and consideration
of offers.

(x) Procedures for the active solicitation
of offers from minorities and women.

(xi) Procedures requiring that unsuccess-
ful offerors be notified in writing of the de-
cision within 30 days after the offer has
been rejected.

(xii) Procedures for establishing the
market value of assets based upon stand-
ard market analysis, valuation, and ap-
praisal practices.

(xiii) Procedures requiring the timely
evaluation of purchase offers for an insti-
tution.

(xiv) Procedures for bulk sales and auc-
tion marketing of assets.

(xv) Guidelines for determining if the
value of an asset has decreased so that no
reasonable recovery is anticipated. In such
cases, the Corporation may consider po-
tential public uses of such asset including
providing housing for lower income fami-
lies (including the homeless), day care cen-
ters for the children of low- and moderate-
income families, or such other public pur-
pose designated by the Secretary of Hous-
ing and Urban Development.

(xvi) Guidelines for the conveyance of as-
sets to units of general local government,
States, and public agencies designated by
a unit of general local government or a
State, for use in connection with urban
homesteading programs approved by the
Secretary of Housing and Urban Develop-
ment under section 1706e of this title.

(xvii) Policies and procedures for avoid-
ing political favoritism and undue influ-
ence in contracts and decisions made by
the Thrift Depositor Protection Oversight
Board and the Corporation.

(15) Reports on any modification to any strat-
egy, policy, or goal

If, pursuant to paragraph (6)(A), the Thrift
Depositor Protection Oversight Board requires
the Corporation to modify any overall strat-
egy, policy, or goal, such board shall submit,
before the end of the 30-day period beginning
on the date on which the board first notifies
the Corporation of such requirement, to the
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Committee on Banking, Housing, and Urban
Affairs of the Senate and the Committee on
Banking, Finance and Urban Affairs of the
House of Representatives an explanation of
the grounds which the board determined justi-
fied the review and the reasons why the modi-
fication is necessary to satisfy any such
ground.
(16) Termination

The Thrift Depositor Protection Oversight
Board shall terminate not later than 60 days
after the Thrift Depositor Protection Over-
sight Board fulfills all of its responsibilities
under this chapter.

(b) Resolution Trust Corporation established
(1) Establishment

(A) In general
There is hereby established a Corporation

to be known as the Resolution Trust Cor-
poration which shall be an instrumentality
of the United States.
(B) Status

The Corporation shall be deemed to be an
agency of the United States for purposes of
subchapter II of chapter 5 and chapter 7 of
title 5 when it is acting as a corporation.
The Corporation, when it is acting as a con-
servator or receiver of an insured depository
institution, shall be deemed to be an agency
of the United States to the same extent as
the Federal Deposit Insurance Corporation
when it is acting as a conservator or receiver
of an insured depository institution.
(C) Management by chief executive officer

The Corporation shall be managed by or
under the direction of its chief executive of-
ficer.

(2) Government corporation
Notwithstanding the fact that no Govern-

ment funds may be invested in the Corpora-
tion, the Corporation shall be treated, for pur-
poses of sections 9105,2 9107, and 9108 of title 31,
as a mixed-ownership Government corporation
which has capital of the Government.
(3) Duties

The duties of the Corporation shall be to
carry out a program, under the general over-
sight of the Thrift Depositor Protection Over-
sight Board, including:

(A) To manage and resolve all cases in-
volving depository institutions—

(i) the accounts of which were insured by
the Federal Savings and Loan Insurance
Corporation before August 9, 1989; and

(ii) for which a conservator or receiver is
appointed after December 31, 1988, and be-
fore such date as is determined by the
Chairperson of the Thrift Depositor Pro-
tection Oversight Board, but not earlier
than January 1, 1995, and not later than
July 1, 1995 (including any institution de-
scribed in paragraph (6)).

(B) To develop and establish overall strate-
gies, policies, and goals for the Corporation,

subject to review by the Thrift Depositor
Protection Oversight Board pursuant to sub-
section (a)(6)(A) of this section.

(C) To conduct the operations of the Cor-
poration in a manner which—

(i) maximizes the net present value re-
turn from the sale or other disposition of
institutions described in subparagraph (A)
or the assets of such institutions;

(ii) minimizes the impact of such trans-
actions on local real estate and financial
markets;

(iii) makes efficient use of funds ob-
tained from the Funding Corporation or
from the Treasury;

(iv) minimizes the amount of any loss re-
alized in the resolution of cases; and

(v) maximizes the preservation of the
availability and affordability of residential
real property for low- and moderate-in-
come individuals.

(D) To perform any other function author-
ized under this section.

(4) Conservatorship, receivership, and assist-
ance powers

(A) In general
Except as provided in paragraph (5) and in

addition to any other provision of this sec-
tion, the Corporation shall have the same
powers and rights to carry out its duties
with respect to institutions described in
paragraph (3)(A) as the Federal Deposit In-
surance Corporation has under sections 1821,
1822, and 1823 of this title with respect to in-
sured depository institutions (as defined in
section 1813 of this title).

(B) Manner of application of least-cost reso-
lution

For purposes of applying section 1823(c)(4)
of this title to the Corporation under sub-
paragraph (A), the Corporation shall be
treated as the affected deposit insurance
fund.

(C) Appeals
The Corporation shall implement and

maintain a program, in a manner acceptable
to the Thrift Depositor Protection Oversight
Board, to provide an appeals process for
business and commercial borrowers to ap-
peal decisions by the Corporation (when act-
ing as a conservator) which would have the
effect of terminating or otherwise adversely
affecting credit or loan agreements, lines of
credit, and similar arrangements with such
borrowers who have not defaulted on their
obligations.

(5) Limitation on paragraph (4) powers
The Corporation—

(A) may not obligate the Federal Deposit
Insurance Corporation or any funds of the
Federal Deposit Insurance Corporation; and

(B) in connection with providing assist-
ance to an institution under this subsection,
shall be subject to the limitations contained
in section 1823(c)(4) of this title.
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(6) Continuation of RTC receivership or con-
servatorship

(A) In general
If the Corporation is appointed as con-

servator or receiver for any insured deposi-
tory institution described in paragraph
(3)(A) before such date as is determined by
the Chairperson of the Thrift Depositor Pro-
tection Oversight Board under paragraph
(3)(A)(ii), and a conservator or receiver is ap-
pointed for such institution on or after such
date, the Corporation may be appointed as
conservator or receiver for such institution
on or after such date as is determined by the
Chairperson of the Thrift Depositor Protec-
tion Oversight Board under paragraph
(3)(A)(ii).

(B) SAIF-insured banks
Notwithstanding any other provision of

Federal or State law, if the Federal Deposit
Insurance Corporation is appointed as con-
servator or receiver for any Savings Associa-
tion Insurance Fund member that has con-
verted to a bank charter and otherwise
meets the criteria in paragraph (3)(A) or
(6)(A), the Federal Deposit Insurance Cor-
poration may tender such appointment to
the Corporation, and the Corporation shall
accept such appointment, if the Corporation
is authorized to accept such appointment
under this section.

(7) Obligations and guarantees
The Corporation’s authority to issue obliga-

tions and guarantees shall be subject to gen-
eral supervision by the Thrift Depositor Pro-
tection Oversight Board under subsection (a)
of this section and shall be consistent with
subsection (j) of this section.

(8) Staff
(A) In general

Except for the chief executive officer of
the Corporation, the Corporation itself shall
have no employees.

(B) Utilization of personnel of other agencies
(i) FDIC

The Corporation shall use employees (se-
lected by the Corporation) of the Federal
Deposit Insurance Corporation and the
Federal Deposit Insurance Corporation
shall provide such personnel to the Cor-
poration for its use. Notwithstanding the
foregoing, the Federal Deposit Insurance
Corporation need not provide to the Cor-
poration any employee of the Federal De-
posit Insurance Corporation who was em-
ployed by the Federal Deposit Insurance
Corporation on December 12, 1991, and who
had not theretofore been provided to the
Corporation by the Federal Deposit Insur-
ance Corporation. In addition to persons
otherwise employed by the Federal De-
posit Insurance Corporation, the Federal
Deposit Insurance Corporation shall em-
ploy, and shall provide to the Corporation,
such persons as the Corporation may re-
quest from time to time. Federal Deposit
Insurance Corporation employees provided

to the Corporation shall be subject to the
direction and control of the Corporation
and any of them may be returned to the
Federal Deposit Insurance Corporation at
any time by the Corporation in the discre-
tion of the Corporation. The Corporation
shall reimburse the Federal Deposit Insur-
ance Corporation for the actual costs in-
curred in providing such employees. Any
permanent employee of the Federal De-
posit Insurance Corporation who was per-
forming services on behalf of the Corpora-
tion immediately prior to December 12,
1991, shall continue to be provided to the
Corporation after December 12, 1991, unless
the Corporation determines the services of
any such employee to be unnecessary, in
which case such employee shall be re-
turned to a similar position performing
services on behalf of the Federal Deposit
Insurance Corporation. In any ensuing re-
duction-in-force or reorganization within
the Federal Deposit Insurance Corpora-
tion, any such employee shall compete
with the same rights as any other Federal
Deposit Insurance Corporation employee.
The Corporation may use administrative
services of the Federal Deposit Insurance
Corporation and, if it does so, shall reim-
burse the Federal Deposit Insurance Cor-
poration for the actual costs of providing
such services.
(ii) Other agencies

With the agreement of any executive de-
partment or agency, the Corporation may
utilize the personnel of any such executive
department or agency on a reimbursable
basis to cover actual and reasonable ex-
penses.

(C) Chief executive officer
There is established the office of chief ex-

ecutive officer of the Corporation. The chief
executive officer of the Corporation shall be
appointed by the President, by and with the
advice and consent of the Senate, and shall
serve at the pleasure of the President.
(D) Powers of the chief executive officer

The chief executive officer may exercise
all of the powers of the Corporation and act
for and on behalf of the Corporation, and
may delegate such authority, as deemed ap-
propriate by the chief executive officer, in-
cluding the power to subdelegate authority,
to persons designated by the chief executive
officer who are employees of the Federal De-
posit Insurance Corporation utilized by the
Corporation or who provide services for the
Corporation.
(E) Deputy chief executive officer

(i) In general
There is hereby established the position

of deputy chief executive officer of the
Corporation.
(ii) Appointment

The deputy chief executive officer of the
Corporation shall—

(I) be appointed by the Chairperson of
the Thrift Depositor Protection Over-
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sight Board, with the recommendation of
the chief executive officer; and

(II) be an employee of the Federal De-
posit Insurance Corporation in accord-
ance with subparagraph (B)(i).

(iii) Duties
The deputy chief executive officer shall

perform such duties as the chief executive
officer may require.

(F) Acting chief executive officer
In the event of a vacancy in the position of

chief executive officer or during the absence
or disability of the chief executive officer,
the deputy chief executive officer shall per-
form the duties of the position as the acting
chief executive officer.
(G) General counsel

There is established the Office of General
Counsel of the Corporation. The chief execu-
tive officer, with the concurrence of the
Chairperson of the Thrift Depositor Protec-
tion Oversight Board, may appoint the gen-
eral counsel, who shall be an employee of
the Federal Deposit Insurance Corporation,
in accordance with subparagraph (B)(i). The
general counsel shall perform such duties as
the chief executive officer may require.

(9) Corporate powers
The Corporation shall have the following

powers:
(A) To adopt, alter, and use a corporate

seal.
(B) To enter into contracts and modify, or

consent to the modification of, any contract
or agreement to which the Corporation is a
party or in which the Corporation has an in-
terest under this section.

(C) To make advance, progress, or other
payments.

(D) To acquire, hold, lease, mortgage,
maintain, or dispose of, at public or private
sale, real and personal property, using any
legally available private sector methods in-
cluding without limitation, securitization of
debt or equity, limited partnerships, mort-
gage investment conduits, and real estate
investment trusts, and otherwise exercise all
the usual incidents of ownership of property
necessary and convenient to the operations
of the Corporation.

(E) To sue and be sued in its corporate ca-
pacity in any court of competent jurisdic-
tion.

(F) To deposit any securities or funds held
by the Corporation in any facility or deposi-
tary described in section 1823(b) of this title
under the terms and conditions applicable to
the Federal Deposit Insurance Corporation
under such section 1823(b) and pay fees
thereof and receive interest thereon.

(G) To take warrants, voting and non-
voting equity, or other participation inter-
ests in institutions or assets or properties of
institutions described in paragraph (3)(A)
and paragraph (10)(A)(iv).

(H) To use the United States mails in the
same manner and under the same conditions
as other departments and agencies of the
United States.

(I) To prescribe bylaws that shall be con-
sistent with law.

(J) To make loans and, with respect to eli-
gible residential properties, develop risk
sharing structures and other credit enhance-
ments to assist in the provision of property
ownership, rental, and cooperative housing
opportunities for lower- and moderate-in-
come families.

(K) To prepare reports and provide such re-
ports, documents, and records to the Thrift
Depositor Protection Oversight Board as re-
quired by this section.

(L) To issue capital certificates to the Res-
olution Funding Corporation consistent with
the provisions of section 1441b of this title in
the following manner:

(i) Authorization to issue
The Corporation is hereby authorized to

issue to the Resolution Funding Corpora-
tion nonvoting capital certificates.
(ii) Requirement relating to the amount of

certificates
The amount of certificates issued by the

Corporation under clause (i) shall be equal
to the aggregate amount of funds provided
by the Resolution Funding Corporation to
the Corporation under section 1441b of this
title.
(iii) Certificates may be issued only to the

Resolution Funding Corporation
Capital certificates issued under clause

(i) may be issued only to the Resolution
Funding Corporation in the manner and to
the extent provided in section 1441b of this
title and this section.
(iv) No dividends

The Corporation shall not pay dividends
on any capital certificates issued under
this section.

(M) To exercise any other power estab-
lished under this section and such incidental
powers as are necessary to carry out its du-
ties and functions under this section. The
Corporation may indemnify the directors,
officers and employees of the Corporation on
such terms as the Corporation deems proper
against any liability under any civil suit
pursuant to any statute or pursuant to com-
mon law with respect to any claim arising
out of or resulting from any act or omission
by such person within the scope of such per-
son’s employment in connection with any
transaction entered into involving the dis-
position of assets (or any interests in any as-
sets or any obligations backed by any assets)
by the Corporation. For purposes of this sub-
paragraph, the terms ‘‘officers’’ and ‘‘em-
ployees’’ include officers and employees of
the Federal Deposit Insurance Corporation
or of other agencies who perform services for
the Corporation. The indemnification au-
thorized by this subparagraph shall be in ad-
dition to and not in lieu of any immunities
or other protections that may be available
to such person under applicable law, and this
provision does not affect any such immuni-
ties or other protections.
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(10) Special powers
(A) In general

In addition to the powers of the Corpora-
tion described in paragraph (9), the Corpora-
tion shall have the following powers:

(i) Contracts
The Corporation may enter into con-

tracts with any person, corporation, or en-
tity, including State housing finance au-
thorities (as such term is defined in sec-
tion 1301 of the Financial Institutions Re-
form, Recovery, and Enforcement Act of
1989 [12 U.S.C. 1441a–1]) and insured deposi-
tory institutions, which the Corporation
determines to be necessary or appropriate
to carry out its responsibilities under this
section. Such contracts shall be subject to
the procedures adopted pursuant to para-
graph (11).

(ii) Utilization of private sector
In carrying out the Corporation’s duties

under this section, the Corporation and
the Federal Deposit Insurance Corporation
shall utilize the services of private per-
sons, including real estate and loan port-
folio asset management, property manage-
ment, auction marketing, and brokerage
services, if such services are available in
the private sector and the Corporation de-
termines utilization of such services are
practicable and efficient.

(iii) Mergers and consolidations
The Corporation may require a merger

or consolidation of an institution or insti-
tutions over which the Corporation has ju-
risdiction, if such merger or consolidation
is consistent with section 1823(c)(4) of this
title.

(iv) Organization of savings associations
The Corporation may organize 1 or more

Federal savings associations—
(I) which shall be chartered by the Di-

rector of the Office of Thrift Super-
vision,

(II) the deposits of which, if any, shall
be insured by the Federal Deposit Insur-
ance Corporation through the Savings
Association Insurance Fund, and

(III) which shall operate in accordance
with subsection (e) of this section.

(v) Organization of bridge banks
The Corporation may organize 1 or more

bridge banks pursuant to subsection (i) 3 of
section 1821 of this title with respect to
any institution described in paragraph
(3)(A) which becomes a bank. Such bridge
bank shall be subject to subsection (e) of
this section.

(B) Review of prior cases
The Corporation shall—

(i) review and analyze all insolvent insti-
tution cases resolved by the Federal Sav-
ings and Loan Insurance Corporation be-
tween January 1, 1988, and August 9, 1989,

and actively review all means by which it
can reduce costs under existing Federal
Savings and Loan Insurance Corporation
agreements relating to such cases, includ-
ing restructuring such agreements;

(ii) evaluate the costs under existing
Federal Savings and Loan Insurance Cor-
poration agreements with regard to the
following—

(I) capital loss coverage,
(II) yield maintenance guarantees,
(III) forbearances,
(IV) tax consequences, and
(V) any other relevant cost consider-

ation;

(iii) review the bidding procedures used
in resolving such cases in order to deter-
mine whether the bidding and negotiating
processes were sufficiently competitive;
and

(iv) report to the Thrift Depositor Pro-
tection Oversight Board and the Congress
pursuant to subsection (k) of this section.

(C) Provisions applicable to review of prior
cases

(i) In general
The Corporation shall exercise any and

all legal rights to modify, renegotiate, or
restructure such agreements where savings
would be realized by such actions. The cost
or income of any modification shall be a li-
ability or an asset of the Corporation or
the FSLIC Resolution Fund as determined
by the Thrift Depositor Protection Over-
sight Board. Nothing in this paragraph
shall be construed as granting the Cor-
poration any legal rights to modify, re-
negotiate, or restructure agreements be-
tween the Federal Savings and Loan Insur-
ance Corporation and any other party,
which did not exist prior to August 9, 1989.
(ii) Additional provisions

The Corporation, in modifying, renego-
tiating, or restructuring the insolvent in-
stitution cases resolved by the Federal
Savings and Loan Insurance Corporation
between January 1, 1988, and August 9,
1989, shall carry out its responsibilities
under section 519(a) of the Department of
Veterans Affairs and Housing and Urban
Development, and Independent Agencies
Appropriations Act, 1991 (104 Stat. 1386)
and shall, consistent with achieving the
greatest overall financial savings to the
Federal Government, pursue all legal
means by which the Corporation can re-
duce both the direct outlays and the tax
benefits associated with such cases, in-
cluding, but not limited to, restructuring
to eliminate tax-free interest payments
and renegotiating to capture a larger por-
tion of the tax benefits for the Corpora-
tion.

(11) Regulations, policies, and procedures
(A) Strategies, policies, and goals

The Corporation shall adopt the rules, reg-
ulations, standards, procedures, guidelines,
and statements necessary to implement the
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strategic plan submitted by the former Over-
sight Board to Congress dated December 31,
1989. The Corporation may establish overall
strategies, policies, and goals for its activi-
ties and may issue such rules, regulations,
standards, principles, procedures, guidelines,
and statements as the Corporation considers
necessary or appropriate to carry out its du-
ties.

(B) Review, etc.
Such overall strategies, policies, and

goals, and such rules, regulations, standards,
principles, procedures, guidelines, and state-
ments—

(i) shall be provided by the Corporation
to the Thrift Depositor Protection Over-
sight Board promptly or prior to publica-
tion or announcement to the extent prac-
ticable;

(ii) shall be subject to the review of the
Thrift Depositor Protection Oversight
Board as provided in subsection (a)(6)(A) of
this section (with respect to overall strate-
gies, policies, and goals); and

(iii) shall be promulgated pursuant to
subchapter II of chapter 5 of title 5.

(C) Preparation and maintenance of records
relating to solicitation and acceptance of
offers

The Corporation shall—
(i) document decisions made in the solic-

itation and selection process and the rea-
sons for the decisions; and

(ii) maintain such documentation in the
offices of the Corporation, as well as any
other documentation relating to the solici-
tation and selection process.

(D) Distressed areas
(i) In general

In developing its implementing policies,
the Corporation shall take the action de-
scribed in clause (ii) to avoid adverse eco-
nomic impact for those real estate mar-
kets that are distressed.

(ii) Valuation and disposition
The Corporation shall establish an ap-

praisal or other valuation method for de-
termining the market value of real prop-
erty. With respect to a real property asset
with a market value in excess of a certain
dollar limit (such limit to be determined
by the chief executive officer of the Cor-
poration), consideration shall be given to
the volume of assets above such limit and
the potential impact of sales in such dis-
tressed areas. The Corporation shall not
sell a real property asset located in a dis-
tressed area without obtaining at least the
minimum disposition price, unless a deter-
mination has been made that such a trans-
action furthers the objectives set forth in
paragraph (3)(C).

(iii) Exception
The provisions of this subparagraph shall

not apply to any property as long as such
property is subject to the requirements of
subsection (c) of this section.

(E) Definitions
For the purposes of this subsection—

(i) The term ‘‘minimum disposition
price’’ means 95 percent of the market
value established by the Corporation. The
chief executive officer, in the chief execu-
tive officer’s discretion, may change the
percentage set forth in this definition from
time to time if the chief executive officer
determines that such change does not ad-
versely impact the objectives set forth in
paragraph (3)(C).

(ii) The term ‘‘sell a real property asset’’
means to convey all title and interest in a
piece of tangible real property in which
the Corporation has a fee simple or equiva-
lent interest. The term ‘‘real property’’
does not include loans secured by real
property, joint ventures, participation in-
terests, options, or other similar interests.
In addition, the term ‘‘sell’’ does not in-
clude hypothecation of assets, issuance of
asset backed securities, issuance of joint
ventures, or participation interests, or
other similar activities.

(iii) The term ‘‘distressed area’’ means
the geographic areas in those political sub-
divisions designated from time to time by
the chief executive officer as having de-
pressed real estate markets. Until the
chief executive officer designates other-
wise, such distressed areas shall be the
States of Arkansas, Colorado, Louisiana,
New Mexico, Oklahoma, and Texas.

(iv) The term ‘‘market value’’ means the
most probable price which a property
should bring in a competitive and open
market if—

(I) all conditions requisite to a fair
sale are present,

(II) the buyer and seller are acting pru-
dently and are knowledgeable, and

(III) the price is not affected by any
undue stimulus.

(F) Real Estate Asset Division
The Corporation shall establish a Real Es-

tate Asset Division to assist and advise the
Corporation with respect to the manage-
ment, sale, or other disposition of real prop-
erty assets of institutions described in para-
graph (3)(A). The Real Estate Asset Division
shall have such duties as the Corporation es-
tablishes, including the publication of an in-
ventory of real property assets of institu-
tions subject to the jurisdiction of the Cor-
poration. Such inventory shall be published
before January 1, 1990 and updated semi-
annually thereafter and shall identify prop-
erties with natural, cultural, recreational,
or scientific values of special significance.

(G) Advisory personnel
The Corporation shall maintain an execu-

tive-level position and dedicated staff to as-
sist and advise the Corporation and other
agencies in pursuing cases, civil claims, and
administrative enforcement actions against
institution-affiliated parties of insured de-
pository institutions under the jurisdiction
of the Corporation. These personnel shall
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have such duties as the Corporation estab-
lishes, including the duty to compile and
publish a report to the Congress on the coor-
dinated pursuit of claims by all Federal fi-
nancial institution regulatory agencies, in-
cluding the Department of Justice and the
Securities and Exchange Commission. The
report shall be published before December 31,
1990 and updated semiannually after such
date.

(12) Periodic financing requests
The Corporation shall provide the Thrift De-

positor Protection Oversight Board with peri-
odic financing requests which shall detail—

(A) anticipated funding requirements for
operations, case resolution, and asset liq-
uidation,

(B) anticipated payments on previously is-
sued notes, guarantees, other obligations,
and related activities, and

(C) any proposed use of notes, guarantees
or other obligations.

Such financing requests shall be submitted on
a quarterly basis or such other period as the
Thrift Depositor Protection Oversight Board
determines necessary. Following approval by
the Thrift Depositor Protection Oversight
Board, such requests shall form the basis for
expending funds provided by the Treasury, for
transferring funds from the Resolution Fund-
ing Corporation to the Corporation and the is-
suance of capital certificates by the Corpora-
tion in exchange therefor.
(13) Goal for participation of small business

concerns
The Corporation shall have an annual goal

that presents the maximum practicable oppor-
tunity for small business concerns, small busi-
ness concerns owned and controlled by so-
cially and economically disadvantaged indi-
viduals, and qualified HUBZone small business
concerns (as defined in section 632(p) of title
15) to participate in the performance of con-
tracts awarded by the Corporation.
(14) Extension of statute of limitations

(A) Tort actions for which the prior limita-
tion has run

(i) In general
In the case of any tort claim—

(I) which is described in clause (ii); and
(II) for which the applicable statute of

limitations under section
1821(d)(14)(A)(ii) of this title has expired
before December 17, 1993;

the statute of limitations which shall
apply to an action brought on such claim
by the Corporation in the Corporation’s
capacity as conservator or receiver of an
institution described in paragraph (3)(A)
shall be the period determined under sub-
paragraph (C).
(ii) Claims described

A tort claim referred to in clause (i)(I)
with respect to an institution described in
paragraph (3)(A) is a claim arising from
fraud, intentional misconduct resulting in
unjust enrichment, or intentional mis-

conduct resulting in substantial loss to the
institution.

(B) Tort actions for which the prior limita-
tion has not run

(i) In general
Notwithstanding section 1821(d)(14)(A) of

this title, in the case of any tort claim—
(I) which is described in clause (ii); and
(II) for which the applicable statute of

limitations under section
1821(d)(14)(A)(ii) of this title has not ex-
pired as of December 17, 1993;

the statute of limitations which shall
apply to an action brought on such claim
by the Corporation in the Corporation’s
capacity as conservator or receiver of an
institution described in paragraph (3)(A)
shall be the period determined under sub-
paragraph (C).

(ii) Claims described
A tort claim referred to in clause (i)(I)

with respect to an institution described in
paragraph (3)(A) is a claim arising from
gross negligence or conduct that dem-
onstrates a greater disregard of a duty of
care than gross negligence, including in-
tentional tortious conduct relating to the
institution.

(C) Determination of period
The period determined under this subpara-

graph for any claim to which subparagraph
(A) or (B) applies shall be the longer of—

(i) the period beginning on the date the
claim accrues (as determined pursuant to
section 1821(d)(14)(B) of this title) and end-
ing on December 31, 1995 or ending on the
date of the termination of the Corporation
pursuant to subsection (m)(1) of this sec-
tion, whichever is later; or

(ii) the period applicable under State law
for such claim.

(D) Scope of application
Subparagraphs (A) and (B) shall not apply

to any action which is brought after the date
of the termination of the Corporation under
subsection (m)(1) of this section.

(E) Revival of expired State causes of action
In the case of any tort claim described in

subparagraph (A)(ii) for which the statute of
limitation applicable under State law with
respect to such claim has expired not more
than 5 years before the appointment of the
Corporation as conservator or receiver, the
Corporation may bring an action as con-
servator or receiver on such claim without
regard to the expiration of the statute of
limitation applicable under State law.

(15) Purchase rights of tenants
(A) Notice

Except as provided in subparagraph (C),
the Corporation may make available for sale
a 1- to 4-family residence (including a manu-
factured home) to which the Corporation ac-
quires title only after the Corporation has
provided the household residing in the prop-
erty notice (in writing and mailed to the
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property) of the availability of such prop-
erty and the preference afforded such house-
hold under subparagraph (B).
(B) Preference

In selling such a property, the Corporation
shall give preference to any bona fide offer
made by the household residing in the prop-
erty, if—

(i) such offer is substantially similar in
amount to other offers made within such
period (or expected by the Corporation to
be made within such period);

(ii) such offer is made during the period
beginning upon the Corporation making
such property available and of a reason-
able duration, as determined by the Cor-
poration based on the normal period for
sale of such properties; and

(iii) the household making the offer com-
plies with any other requirements applica-
ble to purchasers of such property, includ-
ing any downpayment and credit require-
ments.

(C) Exceptions
Subparagraphs (A) and (B) shall not apply

to—
(i) any residence transferred in connec-

tion with the transfer of substantially all
of the assets of an insured depository insti-
tution for which the Corporation has been
appointed conservator or receiver;

(ii) any eligible single family property
(as such term is defined in subsection (c)(9)
of this section); or

(iii) any residence for which the house-
hold occupying the residence was the
mortgagor under a mortgage on such resi-
dence and to which the Corporation ac-
quired title pursuant to default on such
mortgage.

(16) Preference for sales for homeless families
Subject to paragraph (15), in selling any real

property (other than eligible residential prop-
erty and eligible condominium property, as
such terms are defined in subsection (c)(9) of
this section) to which the Corporation ac-
quires title, the Corporation shall give pref-
erence, among offers to purchase the property
that will result in the same net present value
proceeds, to any offer that would provide for
the property to be used, during the remaining
useful life of the property, to provide housing
or shelter for homeless persons (as such term
is defined in section 103 of the McKinney-
Vento Homeless Assistance Act [42 U.S.C.
11302]) or homeless families.
(17) Preferences for sales of certain commer-

cial real properties
(A) Authority

In selling any eligible commercial real
properties of the Corporation, the Corpora-
tion shall give preference, among offers to
purchase the property that will result in the
same net present value proceeds, to any
offer—

(i) that is made by a public agency or
nonprofit organization; and

(ii) under which the purchaser agrees
that the property shall be used, during the

remaining useful life of the property, for
offices and administrative purposes of the
purchaser to carry out a program to ac-
quire residential properties to provide (I)
homeownership and rental housing oppor-
tunities for very-low-, low-, and moderate-
income families, or (II) housing or shelter
for homeless persons (as such term is de-
fined in section 103 of the McKinney-Vento
Homeless Assistance Act [42 U.S.C. 11302])
or homeless families.

(B) Definitions
For purposes of this paragraph, the follow-

ing definitions shall apply:

(i) Eligible commercial real property
The term ‘‘eligible commercial real

property’’ means any property (I) to which
the Corporation acquires title, and (II)
that the Corporation, in the discretion of
the Corporation, determines is suitable for
use for the location of offices or other ad-
ministrative functions involved with car-
rying out a program referred to in sub-
paragraph (A)(ii).

(ii) Nonprofit organization and public
agency

The terms ‘‘nonprofit organization’’ and
‘‘public agency’’ have the same meanings
as in subsection (c)(9) of this section.

(c) Disposition of eligible residential properties
(1) Purpose

The purpose of this subsection is to provide
homeownership and rental housing opportuni-
ties for very low-income, lower-income, and
moderate-income families.

(2) Rules governing disposition of eligible sin-
gle family properties

(A) Notice to clearinghouses
Within a reasonable period of time after

acquiring title to an eligible single family
property, the Corporation shall provide writ-
ten notice to clearinghouses. Such notice
shall contain basic information about the
property, including but not limited to loca-
tion, condition, and information relating to
the estimated fair market value of the prop-
erty. Each clearinghouse shall make such in-
formation available, upon request, to other
public agencies, other nonprofit organiza-
tions, and qualifying households. The Cor-
poration shall allow public agencies, non-
profit organizations, and qualifying house-
holds reasonable access to eligible single
family property for purposes of inspection.

(B) Offers to sell single family properties to
nonprofit organizations, public agencies,
and qualifying households

Except as provided in the last sentence of
this subparagraph 4 for the 3-month and one
week period following the date on which the
Corporation makes an eligible single family
property available for sale, the Corporation
shall offer to sell the property to (i) qualify-
ing households (including qualifying house-
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holds with members who are veterans), or
(ii) public agencies or nonprofit organiza-
tions that agree to (I) make the property
available for occupancy by and maintain it
as affordable for lower-income families (in-
cluding lower-income families with members
who are veterans) for the remaining useful
life of such property, or (II) make the prop-
erty available for purchase by any such fam-
ily who, except as provided in subparagraph
(D), agrees to occupy the property as a prin-
cipal residence for at least 12 months and
who certifies in writing that the family in-
tends to occupy the property for at least 12
months. The restrictions described in sub-
clause (I) of the preceding sentence shall be
contained in the deed or other recorded in-
strument. If upon the expiration of such 3-
month and one week period, no qualifying
household, public agency, or nonprofit orga-
nization has made a bona fide offer to pur-
chase the property, the Corporation may
offer to sell the property to any purchaser.
The Corporation shall actively market eligi-
ble single family properties for sale to lower-
income families and to lower-income fami-
lies with members who are veterans. To the
extent or in such amounts as are provided in
appropriations Acts for additional costs and
losses to the Corporation resulting from this
sentence taking effect, for purposes of this
subsection the period referred to in the first
and third sentences shall be considered to be
the 180-day period following the date on
which the Corporation first makes an eligi-
ble single family property available for sale.

(C) Recapture of profits from resale
Except as provided in subparagraph (D), if

any eligible single family property sold (i) to
a qualifying household, or (ii) to a lower-in-
come family pursuant to subparagraph
(B)(ii)(II), paragraph (12)(C)(i), or paragraph
(13)(B), is resold by the qualifying household
or lower-income family during the 1-year pe-
riod beginning upon initial acquisition by
the household or lower-income family, the
Corporation shall recapture 75 percent of the
amount of any proceeds from the resale that
exceed the sum of (I) the original sale price
for the acquisition of the property by the
qualifying household or lower-income fam-
ily; (II) the costs of any improvements to
the property made after the date of the ac-
quisition, and (III) any closing costs in con-
nection with the acquisition.

(D) Exceptions to recapture requirement
(i) Relocation

The Corporation (or its successor) may
in its discretion waive the applicability (I)
to any qualifying household of the require-
ment under subparagraph (C) and the re-
quirements relating to residency of a
qualifying household under paragraphs
(9)(L)(ii) and (iii), and (II) to any lower-in-
come family of the requirement under sub-
paragraph (C) and the residency require-
ments under subparagraph (B)(ii)(II). The
Corporation may grant any such a waiver
only for good cause shown, including any

necessary relocation of the qualifying
household or lower-income family.
(ii) Other recapture provisions

The requirement under subparagraph (C)
shall not apply to any eligible single fam-
ily property for which, upon resale by the
qualifying household or lower-income fam-
ily during the 1-year period beginning
upon initial acquisition by the household
or family, a portion of the sale proceeds or
any subsidy provided in connection with
the acquisition of the property by the
household or family is required to be re-
captured or repaid under any other Fed-
eral, State, or local law (including section
143(m) of title 26) or regulation or under
any sale agreement.

(E) Exception to avoid displacement of exist-
ing residents

Notwithstanding the first sentence of sub-
paragraph (B), during the 180-day period fol-
lowing the date on which the Corporation
makes an eligible single family property
available for sale, the Corporation may sell
the property to the household residing in the
property, but only if (i) such household was
residing in the property at the time notice
regarding the property was provided to
clearinghouses under subparagraph (A), (ii)
such sale is necessary to avoid the displace-
ment of, and unnecessary hardship to, the
resident household, (iii) the resident house-
hold intends to occupy the property as a
principal residence for at least 12 months,
and (iv) and the resident household certifies
in writing that the household intends to oc-
cupy the property for at least 12 months.

(3) Rules governing disposition of eligible
multifamily housing properties

Except as provided under paragraph (6)(D),
the Corporation shall dispose of eligible multi-
family housing property as follows:

(A) Notice to clearinghouses
Within a reasonable period of time after

acquiring title to an eligible multifamily
housing property, the Corporation shall pro-
vide written notice to clearinghouses. Such
notice shall contain basic information about
the property, including but not limited to
location, number of units (identified by
number of bedrooms), and information relat-
ing to the estimated fair market value of the
property. The clearinghouses shall make
such information available, upon request, to
qualifying multifamily purchasers. The Cor-
poration shall allow qualifying multifamily
purchasers reasonable access to an eligible
multifamily housing property for purposes
of inspection.
(B) Expression of serious interest

Qualifying multifamily purchasers may
give written notice of serious interest in a
property during a period ending 90 days after
the time the Corporation provides notice
under subparagraph (A). Such notice of seri-
ous interest shall be in such form and in-
clude such information as the Corporation
may prescribe.
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(C) Notice of readiness for sale
Upon the expiration of the period referred

to in subparagraph (B) for a property, the
Corporation shall provide written notice to
any qualifying multifamily purchaser that
has expressed serious interest in the prop-
erty. Such notice shall specify the minimum
terms and conditions for sale of the prop-
erty.

(D) Offers to purchase
A qualifying multifamily purchaser receiv-

ing notice in accordance with subparagraph
(C) shall have 45 days (from the date notice
is received) to make a bona fide offer to pur-
chase a property. The Corporation shall ac-
cept an offer that complies with the terms
and conditions established by the Corpora-
tion. If, before the expiration of such 45-day
period, any offer to purchase a property ini-
tially accepted by the Corporation is subse-
quently rejected or fails (for any reason), the
Corporation shall accept another offer to
purchase the property made during such pe-
riod that complies with the terms and condi-
tions established by the Corporation (if such
another offer is made). The preceding sen-
tence may not be construed to require a
qualifying multifamily purchaser whose
offer is accepted during the 45-day period to
purchase the property before the expiration
of the period.

(E) Lower-income occupancy requirements
(i) Single property purchases

With respect to any purchase of a single
eligible multifamily housing property by a
qualifying multifamily purchaser under
subparagraph (D)—

(I) not less than 35 percent of all dwell-
ing units purchased shall be made avail-
able for occupancy by and maintained as
affordable for lower-income and very
low-income families during the remain-
ing useful life of the property in which
the units are located; and

(II) not less than 20 percent of all
dwelling units purchased shall be made
available for occupancy by and main-
tained as affordable for very low-income
families (including very low-income fam-
ilies taken into account for purposes of
subclause (I)) during the remaining use-
ful life of the property in which the units
are located.

(ii) Aggregation requirements for multi-
property purchases

With respect to any purchase under sub-
paragraph (D) by a qualifying multifamily
purchaser involving more than one eligible
multifamily housing property as a part of
the same negotiation—

(I) the provisions of clause (i) shall
apply in the aggregate to the properties
so purchased; except that

(II) to the extent or in such amounts as
are provided in appropriations Acts for
additional costs and losses to the Cor-
poration resulting from this subclause
taking effect, not less than (a) 40 percent

of the aggregate number of all dwelling
units purchased shall be made available
for occupancy by and maintained as af-
fordable for lower-income and very low-
income families during the remaining
useful life of the property in which the
units are located, (b) 20 percent of the
aggregate number of all dwelling units
purchased shall be made available for oc-
cupancy by and maintained as affordable
for very low-income families (including
very low-income families taken into ac-
count for purposes of subdivision (a) of
this subclause) during the remaining
useful life of the property in which the
units are located, and (c) not less than 10
percent of the dwelling units in each sep-
arate property purchased shall be made
available for occupancy by and main-
tained as affordable for lower-income
families during the remaining useful life
of the property in which the units are lo-
cated.

The requirements of this subparagraph shall
be contained in the deed or other recorded
instrument.

(F) Sale of multifamily properties to other
purchasers

(i) If, upon the expiration of the period re-
ferred to in subparagraph (B), no qualifying
multifamily purchaser has expressed serious
interest in a property, the Corporation may
offer to sell the property, individually or in
combination with other properties, to any
purchaser.

(ii) The Corporation may not sell in combi-
nation with other properties any property
which a qualifying multifamily purchaser
has expressed serious interest in purchasing
individually.

(iii) If, upon the expiration of the period
referred to in subparagraph (D), no qualify-
ing multifamily purchaser has made an offer
to purchase the property, the Corporation
may sell the property, individually or in
combination with other properties, to any
purchaser.

(G) Extension of restricted offer periods
Notwithstanding subparagraph (F), the

Corporation may provide notice to clearing-
houses regarding, and offer for sale under
the provisions of subparagraphs (A) through
(D), any eligible multifamily housing prop-
erty—

(i) in which no qualifying multifamily
purchaser has expressed serious interest
during the period referred to in subpara-
graph (B), or

(ii) for which no qualifying multifamily
purchaser has made a bona fide offer be-
fore the expiration of the period referred
to in subparagraph (D),

except that the Corporation may, in the dis-
cretion of the Corporation, alter the dura-
tion of the periods referred to in subpara-
graphs (B) and (D) in offering any property
for sale under this subparagraph.



Page 311 TITLE 12—BANKS AND BANKING § 1441a

(H) Exemptions
(i) Continued occupancy of current resi-

dents
No purchaser of an eligible multifamily

housing property may terminate the occu-
pancy of any person residing in the prop-
erty on the date of purchase for purposes
of meeting the lower-income occupancy re-
quirement applicable to the property
under subparagraph (E). The purchaser
shall be in compliance with this paragraph
if each newly vacant dwelling unit is re-
served for lower-income occupancy until
the lower-income occupancy requirement
is met.

(ii) Financial infeasibility
The Secretary of Housing and Urban De-

velopment or the State housing finance
agency for the State in which the property
is located may temporarily reduce the
lower-income occupancy requirements ap-
plicable to any property under subpara-
graph (E), if the Secretary or the applica-
ble State housing finance agency deter-
mines that an owner’s compliance with
such requirements is no longer financially
feasible. The owner of the property shall
make a good-faith effort to return lower-
income occupancy to the level required by
subparagraph (E), and the Secretary of
Housing and Urban Development or the
State housing finance agency, as appro-
priate, shall review the reduction annually
to determine whether financial infeasibil-
ity continues to exist.

(4) Rent limitations
(A) In general

With respect to properties under subpara-
graph (B), rents charged to tenants for units
made available for occupancy by very-low
income families shall not exceed 30 percent
of the adjusted income of a family whose in-
come equals 50 percent of the median income
for the area, as determined by the Secretary,
with adjustment for family size. Rents
charged to tenants for units made available
for occupancy by lower-income families
other than very low-income families shall
not exceed 30 percent of the adjusted income
of a family whose income equals 65 percent
of the median income for the area, as deter-
mined by the Secretary, with adjustment for
family size.

(B) Applicability
The rent limitations under this paragraph

shall apply to any eligible single-family
property sold pursuant to paragraph
(2)(B)(ii)(I) and to any multifamily housing
property sold pursuant to paragraph (3).

(5) Preference for sales
When selling any eligible multifamily hous-

ing property or combinations of eligible resi-
dential properties, the Corporation shall give
preference, among substantially similar offers,
to the offer that would reserve the highest per-
centage of dwelling units for occupancy or
purchase by very low-income families and

lower-income families and would retain such
affordability for the longest term.
(6) Financing of sale

(A) Assistance by Corporation
(i) Sale price

The Corporation shall establish a mar-
ket value for each eligible multifamily
housing property. The Corporation shall
sell eligible multifamily housing property
at the net realizable market value. The
Corporation may agree to sell eligible
multifamily housing property at a price
below the net realizable market value to
the extent necessary to facilitate an expe-
dited sale of such property and enable a
public agency or nonprofit organization to
comply with the lower-income occupancy
requirements applicable to such property
under paragraph (3). The Corporation may
sell eligible single family property or eligi-
ble condominium property to qualifying
households, nonprofit organizations, and
public agencies without regard to any min-
imum sale price.
(ii) Purchase loan

The Corporation may provide a loan at
market interest rates to the purchaser of
eligible residential property for all or a
portion of the purchase price, which loan
shall be secured by a first or second mort-
gage on the property. The Corporation
may provide such a loan at below market
interest rates to the extent necessary to
facilitate an expedited sale of eligible resi-
dential property and permit (I) a lower-in-
come family to purchase an eligible single
family property under paragraph (2); or (II)
a public agency or nonprofit organization
to comply with the lower-income occu-
pancy requirements applicable to the pur-
chase of an eligible residential property
under paragraph (2) or (3). The Corporation
shall provide such loan in a form which
would permit its sale or transfer to a sub-
sequent holder. In providing financing for
combinations of eligible multifamily hous-
ing properties under this subsection, the
Corporation may hold a participating
share, including a subordinate participa-
tion. The Corporation shall periodically
provide, to a wide range of minority- and
women-owned businesses engaged in pro-
viding affordable housing and to nonprofit
organizations, more than 50 percent of the
control of which is held by 1 or more mi-
nority individuals, that are engaged in
providing affordable housing, information
that is sufficient to inform such businesses
and organizations of the availability and
terms of financing under this clause; such
information may be provided directly, by
notices published in periodicals and other
publications that regularly provide infor-
mation to such businesses or organiza-
tions, and through persons and organiza-
tions that regularly provide information
or services to such businesses or organiza-
tions. For purposes of this clause, the
terms ‘‘women-owned business’’ and ‘‘mi-
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nority-owned business’’ have the meanings
given such terms in subsection (r) of this
section, and the term ‘‘minority’’ has the
meaning given such term in section
1204(c)(3) of the Financial Institutions Re-
form, Recovery, and Enforcement Act of
1989.

(B) Assistance by HUD
The Secretary shall take such action as

may be necessary to expedite the processing
of applications for assistance under section
202 of the Housing Act of 1959 [12 U.S.C.
1701q], the United States Housing Act of 1937
[42 U.S.C. 1437 et seq.], title IV of the McKin-
ney-Vento Homeless Assistance Act [42
U.S.C. 11361 et seq.], section 810 5 of the Hous-
ing and Community Development Act of 1974
[12 U.S.C. 1706e], and the National Housing
Act [12 U.S.C. 1701 et seq.] to enable any or-
ganization or individual to purchase eligible
residential property.

(C) Assistance by FmHA
The Secretary of Agriculture shall take

such actions as may be necessary to expedite
the processing of applications for assistance
under title V of the Housing Act of 1949 [42
U.S.C. 1471 et seq.] to enable any organiza-
tion or individual to purchase eligible resi-
dential property.

(D) Exception to disposition rules
Notwithstanding the requirements under

subparagraphs (A), (B), (C), (D), (F), and (G)
of paragraph (3), the Corporation may pro-
vide for the disposition of eligible multifam-
ily housing properties as necessary to facili-
tate purchase of such properties for use in
connection with the section 202 of the Hous-
ing Act of 1959 [12 U.S.C. 1701q].

(E) Urban homesteading acquisition
(i) In providing for bulk acquisition of eli-

gible single family properties by the Sec-
retary under section 810(l) 5 of the Housing
and Community Development Act of 1974 [12
U.S.C. 1706e(l)] and by participating jurisdic-
tions for inclusion in affordable housing ac-
tivities assisted under title II of the Cran-
ston-Gonzalez National Affordable Housing
Act [42 U.S.C. 12721 et seq.], the Corporation
shall agree to an amount to be paid for ac-
quisition of such properties. The acquisition
price shall include discounts for bulk pur-
chase and for holding of the property such
that the acquisition price for each property
shall not exceed 50 percent of the fair mar-
ket value of the property, as valued individ-
ually.

(ii) To the extent necessary to facilitate
sale of properties to the Secretary and par-
ticipating jurisdictions, the requirements of
paragraphs (2), (5), and (6)(A) of this sub-
section shall not apply to such transactions
and property involved in such transactions.

(iii) To facilitate acquisitions by the Sec-
retary and participating jurisdictions, the
Corporation shall provide the Secretary and
participating jurisdictions with an inven-

tory of eligible single family properties, not
less than 4 times each year.

(7) Contracting rules
Contracts entered into under this subsection

shall not be subject to the requirements of
subsection (b)(10)(A) of this section.
(8) Use of secondary market agencies

(A) In general
In the disposition of eligible residential

properties, the Corporation shall, in con-
sultation with the Secretary, explore oppor-
tunities to work with secondary market en-
tities to provide housing for lower- and mod-
erate-income families.
(B) Credit enhancement

(i) In general
With respect to such Corporation prop-

erties, the Secretary may, consistent with
statutory authorities, work through the
Federal Housing Administration, the Gov-
ernment National Mortgage Association,
the Federal National Mortgage Associa-
tion, the Federal Home Loan Mortgage
Corporation, and other secondary market
entities to develop risk sharing structures,
mortgage insurance, and other credit en-
hancements to assist in the provision of
property ownership, rental, and coopera-
tive housing opportunities for lower- and
moderate-income families.
(ii) Certain tax-exempt bonds

The Corporation may provide credit en-
hancements with respect to tax-exempt
bonds issued on behalf of nonprofit organi-
zations pursuant to section 103, and sub-
part A of part IV of subchapter B of chap-
ter 1, of title 26, with respect to the dis-
position of eligible residential properties
for the purposes described in clause (i).

(C) Report
In the annual report submitted by the Sec-

retary to the Congress, the Secretary shall
include a detailed description of his activi-
ties under this paragraph, including recom-
mendations for such additional authoriza-
tion as he deems necessary to implement the
provisions of this subsection.

(9) Definitions
For purposes of this subsection—
(A) Adjusted income and income

The terms ‘‘adjusted income’’ and ‘‘in-
come’’ shall have the meaning given such
terms in section 3(b) of the United States
Housing Act of 1937 [42 U.S.C. 1437a(b)].
(B) Clearinghouses

The term ‘‘clearinghouses’’ means—
(i) the State housing finance agency for

the State in which an eligible residential
property is located,

(ii) the Office of Community Investment
(or other comparable division) within the
Federal Housing Finance Board, and

(iii) any national nonprofit organiza-
tions 6 (including any nonprofit entity es-
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tablished by the corporation established
under title IX of the Housing and Commu-
nity Development Act of 1968 [42 U.S.C.
3931 et seq.]) that the Corporation deter-
mines has the capacity to act as a clear-
inghouse for information.

(C) Corporation
The term ‘‘Corporation’’ means the Reso-

lution Trust Corporation.
(D) Eligible condominium property

The term ‘‘eligible condominium prop-
erty’’ means a condominium unit, as such
term is defined in section 3603 of title 15—

(i) to which the Corporation acquires
title in its corporate capacity, its capacity
as conservator, or its capacity as receiver
(including its capacity as the sole owner of
a subsidiary corporation of a depository
institution under conservatorship or re-
ceivership, which subsidiary has as its
principal business the ownership of real
property); and

(ii) that has an appraised value that does
not exceed—

(I) $67,500 in the case of a 1-family resi-
dence, $76,000 in the case of a 2-family
residence, $92,000 in the case of a 3-fam-
ily residence, and $107,000 in the case of
a 4-family residence; or

(II) only to the extent or in such
amounts as are provided in appropriation
Acts for additional costs and losses to
the Corporation resulting from this sub-
clause taking effect, the amount pro-
vided in section 203(b)(2)(A) of the Na-
tional Housing Act [12 U.S.C.
1709(b)(2)(A)], except that such amount
shall not exceed $101,250 in the case of a
1-family residence, $114,000 in the case of
a 2-family residence, $138,000 in the case
of a 3-family residence, and $160,500 in
the case of a 4-family residence.

(E) Eligible multifamily housing property
(i) Basic definition

The term ‘‘eligible multifamily housing
property’’ means a property consisting of
more than 4 dwelling units—

(I) to which the Corporation acquires
title either in its corporate capacity or
as receiver (including its capacity as the
sole owner of a subsidiary corporation of
a depository institution under receiver-
ship, which subsidiary has as its prin-
cipal business the ownership of real
property), but not in its capacity as an
operating conservator; and

(II) that has an appraised value that
does not exceed, for such part of the
property as may be attributable to
dwelling use (excluding exterior land im-
provements), $29,500 per family unit
without a bedroom, $33,816 per family
unit with 1 bedroom, $41,120 per family
unit with 2 bedrooms, $53,195 per family
unit with 3 bedrooms, and $58,392 per
family unit with 4 or more bedrooms.

(ii) Expanded definition
Notwithstanding clause (i), to the extent

or in such amounts as are provided in ap-

propriations Acts for additional costs and
losses to the Corporation resulting from
this clause taking effect, the term ‘‘eligi-
ble multifamily housing property’’ shall
mean a property consisting of more than 4
dwelling units—

(I) to which the Corporation acquires
title in its corporate capacity, its capac-
ity as conservator, or its capacity as re-
ceiver (including its capacity as the sole
owner of a subsidiary corporation of a
depository institution under con-
servatorship or receivership, which sub-
sidiary has as its principal business the
ownership of real property); and

(II) that has an appraised value that
does not exceed, for such part of the
property as may be attributable to
dwelling use (excluding exterior land im-
provements), $29,500 per family unit
without a bedroom, $33,816 per family
unit with 1 bedroom, $41,120 per family
unit with 2 bedrooms, $53,195 per family
unit with 3 bedrooms, and $58,392 per
family unit with 4 or more bedrooms.

(F) Eligible residential property
The term ‘‘eligible residential property’’

includes eligible single family properties and
eligible multifamily housing properties.

(G) Eligible single family property
The term ‘‘eligible single family property’’

means a 1- to 4-family residence (including a
manufactured home)—

(i) to which the Corporation acquires
title in its corporate capacity, its capacity
as conservator, or its capacity as receiver
(including its capacity as the sole owner of
a subsidiary corporation of a depository
institution under conservatorship or re-
ceivership, which subsidiary has as its
principal business the ownership of real
property); and

(ii) that has an appraised value that does
not exceed—

(I) $67,500 in the case of a 1-family resi-
dence, $76,000 in the case of a 2-family
residence, $92,000 in the case of a 3-fam-
ily residence, and $107,000 in the case of
a 4-family residence; or

(II) only to the extent or in such
amounts as are provided in appropriation
Acts for additional costs and losses to
the Corporation resulting from this sub-
clause taking effect, the amount pro-
vided in section 203(b)(2)(A) of the Na-
tional Housing Act [12 U.S.C.
1709(b)(2)(A)], except that such amount
shall not exceed $101,250 in the case of a
1-family residence, $114,000 in the case of
a 2-family residence, $138,000 in the case
of a 3-family residence, and $160,500 in
the case of a 4-family residence.

(H) Lower-income families
The term ‘‘lower-income families’’ means

families and individuals whose incomes do
not exceed 80 percent of the median income
of the area involved, as determined by the
Secretary, with adjustment for family size.
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(I) Net realizable market value
The term ‘‘net realizable market value’’

means a price below the market value that
takes into account (i) any reductions in
holding costs resulting from the expedited
sale of a property, including but not limited
to foregone real estate taxes, insurance,
maintenance costs, security costs, and loss
of use of funds, and (ii) the avoidance, where
applicable, of fees paid to real estate bro-
kers, auctioneers, or other individuals or or-
ganizations involved in the sale of property
owned by the Corporation.
(J) Nonprofit organization

The term ‘‘nonprofit organization’’ means
a private organization (including a limited
equity cooperative)—

(i) no part of the net earnings of which
inures to the benefit of any member,
shareholder, founder, contributor, or indi-
vidual; and

(ii) that is approved by the Corporation
as to financial responsibility.

(K) Public agency
The term ‘‘public agency’’—

(i) means any Federal, State, local, or
other governmental entity; and

(ii) includes any public housing agency.
(L) Qualifying household

The term ‘‘qualifying household’’ means a
household (i) who intends to occupy eligible
single family property as a principle 7 resi-
dence; and (ii) who agrees to occupy the
property as a principal residence for at least
12 months (except as provided in paragraph
(2)(D)); (iii) who certifies in writing that the
household intends to occupy the property as
a principal residence for at least 12 months
(except as provided in paragraph (2)(D)); and
(iv) whose income does not exceed 115 per-
cent of the median income for the area, as
determined by the Secretary, with adjust-
ment for family size.
(M) Qualifying multifamily purchaser

The term ‘‘qualifying multifamily pur-
chaser’’ means (i) a public agency, (ii) a non-
profit organization, or (iii) a for-profit en-
tity which makes a commitment (for itself
or any related entity) to satisfy the lower-
income occupancy requirements specified
under paragraph (3)(E) for any eligible
multifamily property for which an offer to
purchase is made during or after the periods
specified under paragraph (3).
(N) Rural area

The term ‘‘rural area’’ has the meaning
given such term in section 520 of the Housing
Act of 1949 [42 U.S.C. 1490].
(O) Secretary

The term ‘‘Secretary’’ means the Sec-
retary of the 8 Housing and Urban Develop-
ment.
(P) State housing finance agency

The term ‘‘State housing finance agency’’
means the public agency, authority, cor-

poration, or other instrumentality of a State
that has the authority to provide residential
mortgage loan financing throughout such
State.

(Q) Very low-income families
The term ‘‘very-low income families’’

means families and individuals whose in-
comes do not exceed 50 percent of the me-
dian income of the area involved, as deter-
mined by the Secretary, with adjustment for
family size.

(10) Exemption for certain transactions with
insured depository institutions

The provisions of this subsection shall not
apply with respect to any eligible residential
property after the date the Corporation enters
into a contract to sell such property to an in-
sured depository institution (as defined in sec-
tion 1813 of this title), including any sale in
connection with a transfer of all or substan-
tially all of the assets of a closed savings asso-
ciation (including such property) to an insured
depository institution.

(11) Third party rights
(A) In general

The provisions of this subsection, or any
failure by the Corporation to comply with
such provisions, may not be used by any per-
son to attack or defeat any title to property
once it is conveyed by the Corporation.

(B) Lower-income occupancy
The lower-income occupancy requirements

applicable under paragraphs (2), (3), (12)(C),
(13)(B), and (14)(C) shall be judicially en-
forceable against purchasers of property
under this subsection or their successors in
interest by affected very low- and lower-in-
come families, State housing finance agen-
cies, and any agency, corporation, or author-
ity of the United States Government. The
parties specified in the preceding sentence
shall be entitled to reasonable attorney fees
upon prevailing in any such judicial action.

(C) Clearinghouse
A clearinghouse shall not be subject to

suit for its failure to comply with the re-
quirements of this subsection.

(D) Corporation
The Corporation shall not be liable to any

depositor, creditor, or shareholder of any in-
sured depository institution for which the
Corporation has been appointed receiver or
conservator, or of any subsidiary corpora-
tion of a depository institution under con-
servatorship or receivership, or any claim-
ant against such an institution or subsidi-
ary, because the disposition of assets of the
institution or the subsidiary under this sub-
section affects the amount of return from
the assets.

(12) Transfer of certain eligible residential
properties to State housing agencies for
disposition

Notwithstanding paragraphs (2), (3), (5), and
(6), the Corporation may transfer eligible resi-
dential properties to the State housing finance



Page 315 TITLE 12—BANKS AND BANKING § 1441a

agency or any other State housing agency for
the State in which the property is located, or
to any local housing agency in whose jurisdic-
tion the property is located. Transfers of eligi-
ble residential properties under this paragraph
may be conducted by direct sale, consignment
sale, or any other method the Corporation
considers appropriate and shall be subject to
the following requirements:

(A) Individual or bulk transfer
The Corporation may transfer such prop-

erties individually or in bulk, as agreed to
by the Corporation and the State housing fi-
nance agency or State or local housing agen-
cy.
(B) Acquisition price and discount

The acquisition price paid by the State
housing finance agency or State or local
housing agency to the Corporation for prop-
erties transferred under this paragraph shall
be an amount agreed to by the Corporation
and the transferee agency.
(C) Lower-income use

Any State housing finance agency or State
or local housing agency acquiring properties
under this paragraph shall offer to sell or
transfer the properties only as follows:

(i) Eligible single family properties
For eligible single family properties—

(I) to purchasers described under
clauses (i) and (ii) of paragraph (2)(B);

(II) if the purchaser is a purchaser de-
scribed under paragraph (2)(B)(ii)(I), sub-
ject to the rent limitations under para-
graph (4)(A);

(III) subject to the requirement in the
second sentence of paragraph (2)(B); and

(IV) subject to recapture by the Cor-
poration of excess proceeds from resale
of the properties under subparagraphs
(C) and (D) of paragraph (2).

(ii) Eligible multifamily housing properties
For eligible multifamily housing prop-

erties—
(I) to qualifying multifamily pur-

chasers;
(II) subject to the lower-income occu-

pancy requirements under paragraph
(3)(E);

(III) subject to the provisions of para-
graph (3)(H);

(IV) subject to a preference, among fi-
nancially acceptable offers, to the offer
that would reserve the highest percent-
age of dwelling units for occupancy or
purchase by very low-income families
and lower-income families and would re-
tain such affordability for the longest
term; and

(V) subject to the rent limitations
under paragraph (4)(A).

(D) Affordability
The State housing finance agency or State

or local housing agency shall endeavor to
make the properties transferred under this
paragraph more affordable to lower-income
families based upon the extent to which the

acquisition price of a property under sub-
paragraph (B) is less than the market value
of the property.

(13) Exception for sales to nonprofit organiza-
tions and public agencies

(A) Suspension of offer periods
With respect to any eligible residential

property, the Corporation may (in the dis-
cretion of the Corporation) suspend any of
the requirements of subparagraphs (A) and
(B) of paragraph (2) and subparagraphs (A)
through (D) of paragraph (3), as applicable,
but only to the extent that for the duration
of the suspension the Corporation negotiates
the sale of the property to a nonprofit orga-
nization or public agency. If the property is
not sold pursuant to such negotiations, the
requirements of any provisions suspended
shall apply upon the termination of the sus-
pension. Any time period referred to in such
paragraphs shall toll for the duration of any
suspension under this subparagraph.
(B) Use restrictions

(i) Eligible single family property
Any eligible single family property sold

under this paragraph shall be (I) made
available for occupancy by and maintained
as affordable for lower-income families for
the remaining useful life of the property,
or made available for purchase by such
families, (II) subject to the rent limita-
tions under paragraph (4)(A), (III) subject
to the requirements relating to residency
of a qualifying household under paragraph
(9)(L) and to residency of a lower-income
family under paragraph (2)(B)(ii), and (IV)
subject to recapture by the Corporation of
excess proceeds from resale of the property
under subparagraphs (C) and (D) of para-
graph (2).
(ii) Eligible multifamily housing property

Any eligible multifamily housing prop-
erty sold under this paragraph shall com-
ply with the lower-income occupancy re-
quirements under paragraph (3)(E) and
shall be subject to the rent limitations
under paragraph (4)(A).

(14) Rules governing disposition of eligible
condominium property

(A) Notice to clearinghouses
Within a reasonable period of time after

acquiring title to an eligible condominium
property, the Corporation shall provide writ-
ten notice to clearinghouses. Such notice
shall contain basic information about the
property. Each clearinghouse shall make
such information available, upon request, to
purchasers described in clauses (i) through
(iv) of subparagraph (B). The Corporation
shall allow such purchasers reasonable ac-
cess to an eligible condominium property for
purposes of inspection.
(B) Offers to sell

For the 180-day period following the date
on which the Corporation makes an eligible
condominium property available for sale,
the Corporation may offer to sell the prop-
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erty, at the discretion of the Corporation, to
1 or more of the following purchasers:

(i) Qualifying households.
(ii) Nonprofit organizations.
(iii) Public agencies.
(iv) For-profit entities.

(C) Lower-income occupancy requirements
(i) In general

Except as provided in clause (ii), any
nonprofit organization, public agency, or
for-profit entity that purchases an eligible
condominium property shall (I) make the
property available for occupancy by and
maintain it as affordable for lower-income
families for the remaining useful life of
the property, or (II) make the property
available for purchase by any such family
who, except as provided in subparagraph
(E), agrees to occupy the property as a
principal residence for at least 12 months
and who certifies in writing that the fam-
ily intends to occupy the property for at
least 12 months. The restriction described
in subclause (I) of the preceding sentence
shall be contained in the deed or other re-
corded instrument.
(ii) Multiple-unit purchases

If any nonprofit organization, public
agency, or for-profit entity purchases
more than 1 eligible condominium prop-
erty as a part of the same negotiation or
purchase, the Corporation may (in the dis-
cretion of the Corporation) waive the re-
quirement under clause (i) and provide in-
stead that not less than 35 percent of all
eligible condominium properties purchased
shall be (I) made available for occupancy
by and maintained as affordable for lower-
income families for the remaining useful
life of the property, or (II) made available
for purchase by any such family who, ex-
cept as provided in subparagraph (E),
agrees to occupy the property as a prin-
cipal residence for at least 12 months and
who certifies in writing that the family in-
tends to occupy the property for at least 12
months. The restriction described 9 sub-
clause (I) of the preceding sentence shall
be contained in the deed or other recorded
instrument.
(iii) Sale to other purchasers

If, upon the expiration of the 180-day pe-
riod referred to in subparagraph (B), no
purchaser described in clauses (i) through
(iv) of subparagraph (B) has made a bona
fide offer to purchase the property, the
Corporation may offer to sell the property
to any other purchaser.

(D) Recapture of profits from resale
Except as provided in subparagraph (E), if

any eligible condominium property sold (i)
to a qualifying household, or (ii) to a lower-
income family pursuant to subparagraph
(C)(i)(II) or (C)(ii)(II), is resold by the quali-
fying household or lower-income family dur-
ing the 1-year period beginning upon initial

acquisition by the household or family, the
Corporation shall recapture 75 percent of the
amount of any proceeds from the resale that
exceed the sum of (I) the original sale price
for the acquisition of the property by the
qualifying household or lower-income fam-
ily, (II) the costs of any improvements to
the property made after the date of the ac-
quisition, and (III) any closing costs in con-
nection with the acquisition.

(E) Exception to recapture requirement
The Corporation (or its successor) may in

its discretion waive the applicability to any
qualifying household or lower-income family
of the requirement under subparagraph (D)
and the requirements relating to residency
of a qualifying household or lower-income
family (under paragraph (9)(L) and subpara-
graph (C) of this paragraph, respectively).
The Corporation may grant any such a 10

waiver only for good cause shown, including
any necessary relocation of the qualifying
household or lower-income family.

(F) Limitations on multiple unit purchases
The Corporation may not sell or offer to

sell as part of the same negotiation or pur-
chase any eligible condominium properties
that are not located in the same condomin-
ium project (as such term is defined in sec-
tion 3603 of title 15). The preceding sentence
may not be construed to require all eligible
condominium properties offered or sold as
part of the same negotiation or purchase to
be located in the same structure.

(G) Rent limitations
Rents charged to tenants of eligible con-

dominium properties made available for oc-
cupancy by very low-income families shall
not exceed 30 percent of the adjusted income
of a family whose income equals 50 percent
of the median income for the area, as deter-
mined by the Secretary, with adjustment for
family size. Rents charged to tenants of eli-
gible condominium properties made avail-
able for occupancy by lower-income families
other than very low-income families shall
not exceed 30 percent of the adjusted income
of a family whose income equals 65 percent
of the median income for the area, as deter-
mined by the Secretary, with adjustment for
family size.

(15) Reports to Congress

(A) In general
The Corporation shall submit to the Con-

gress semiannual reports under this para-
graph regarding the disposition of eligible
residential properties under this subsection
during the most recently concluded report-
ing period. The first report under this para-
graph shall be submitted not later than the
expiration of the 4-month period beginning
upon the conclusion of the first reporting pe-
riod under subparagraph (B). Subsequent re-
ports shall be submitted not less than every
6 months after such expiration.
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(B) Reporting periods
For purposes of this paragraph, the term

‘‘reporting period’’ means the 6-month pe-
riod for which a report under this paragraph
is made, except that the first reporting pe-
riod shall be the period beginning on August
9, 1989, and ending on December 12, 1991.
Each successive reporting period shall begin
upon the conclusion of the preceding report-
ing period.
(C) Information regarding properties sold

Each report under this paragraph shall
contain information regarding each eligible
residential property sold by the Corporation
during the applicable reporting period, as
follows:

(i) A description of the property, the lo-
cation of the property, and the number of
dwelling units in the property.

(ii) The appraised value of the property.
(iii) The sale price of the property.
(iv) For eligible single family prop-

erties—
(I) the income and race of the pur-

chaser of the property, if the property is
sold to an occupying household or is sold
for resale to an occupying household;
and

(II) whether the property is reserved
for residency by very low- or lower-in-
come families, if the property is sold for
use as rental property.

(v) For eligible multifamily housing
properties, the number and percentage of
dwelling units in the property reserved for
occupancy by very low- and lower-income
families.

(vi) The number of eligible single family
properties sold after the expiration of the
offer period for such properties referred to
in paragraph (2)(B).

(vii) The number of eligible multifamily
housing properties sold after the expira-
tion of the periods for such properties re-
ferred to in subparagraphs (B) and (D) of
paragraph (3).

(D) Number of properties within windows
Each report under this paragraph shall

contain the following information:
(i) The number of eligible single family

properties for which the offer period re-
ferred to in paragraph (2)(B) had not ex-
pired before the conclusion of the applica-
ble reporting period (or had not yet com-
menced).

(ii) The number of eligible multifamily
housing properties for which the 90-day pe-
riod referred to in paragraph (3)(B) had not
expired before the conclusion of the appli-
cable reporting period (or had not yet com-
menced).

(16) Notice to clearinghouses regarding ineli-
gible properties

(A) In general
Within a reasonable period of time after

acquiring title to an ineligible residential
property, the Corporation shall, to the ex-
tent practicable, provide written notice to
clearinghouses.

(B) Content
For ineligible single family properties,

such notice shall contain the same informa-
tion about such properties that the notice
required under paragraph (2)(A) contains
with respect to eligible single family prop-
erties. For ineligible multifamily housing
properties, such notice shall contain the
same information about such properties that
the notice required under paragraph (3)(A)
contains with respect to eligible multifamily
housing properties. For ineligible condomin-
ium properties, such notice shall contain the
same information about such properties that
the notice required under paragraph (14)(A)
contains with respect to eligible condomin-
ium properties.
(C) Availability

The clearinghouses shall make such infor-
mation available, upon request, to other
public agencies, other nonprofit organiza-
tions, qualifying households, qualifying
multifamily purchasers, and other pur-
chasers, as appropriate.
(D) Definitions

For purposes of this paragraph, the follow-
ing definitions shall apply:

(i) Ineligible condominium property
The term ‘‘ineligible condominium prop-

erty’’ means a condominium unit, as such
term is defined in section 3603 of title 15—

(I) to which the Corporation acquires
title in its corporate capacity, its capac-
ity as conservator, or its capacity as re-
ceiver (including its capacity as the sole
owner of a subsidiary corporation of a
depository institution under con-
servatorship or receivership, which sub-
sidiary corporation has as its principal
business the ownership of real property);

(II) that has an appraised value that
does not exceed the applicable dollar
amount limitation for the property
under paragraph (9)(D)(ii)(II); and

(III) that is not an eligible condomin-
ium property.

(ii) Ineligible multifamily housing property
The term ‘‘ineligible multifamily hous-

ing property’’ means a property consisting
of more than 4 dwelling units—

(I) to which the Corporation acquires
title in its capacity as conservator (in-
cluding its capacity as the sole owner of
a subsidiary corporation of a depository
institution under conservatorship, which
subsidiary corporation has as its prin-
cipal business the ownership of real
property);

(II) that has an appraised value that
does not exceed, for such part of the
property as may be attributable to
dwelling use (excluding exterior land im-
provements), the dollar amount limita-
tions under paragraph (9)(E)(i)(II); and

(III) that is not an eligible multifamily
housing property.

(iii) Ineligible single family property
The term ‘‘ineligible single family prop-

erty’’ means a 1- to 4-family residence (in-
cluding a manufactured home)—
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(I) to which the Corporation acquires
title in its corporate capacity, its capac-
ity as conservator, or its capacity as re-
ceiver (including its capacity as the sole
owner of a subsidiary corporation of a
depository institution under con-
servatorship or receivership, which sub-
sidiary corporation has as its principal
business the ownership of real property);

(II) that has an appraised value that
does not exceed the applicable dollar
amount limitation for the property
under paragraph (9)(G)(ii)(II); and

(III) that is not an eligible single fam-
ily property.

(iv) Ineligible residential property
The term ‘‘ineligible residential prop-

erty’’ includes ineligible single family
properties, ineligible multifamily housing
properties, and ineligible condominium
properties.

(17) Unified affordable housing program
(A) In general

Not later than 4 months after December 17,
1993, the Corporation shall enter into an
agreement, as described in section 1831q(n)(3)
of this title, with the Federal Deposit Insur-
ance Corporation that sets out a plan for the
orderly unification of the Corporation’s ac-
tivities, authorities, and responsibilities
under this subsection with the authorities,
activities, and responsibilities of the Federal
Deposit Insurance Corporation pursuant to
section 1831q of this title in a manner that
best achieves an effective and comprehensive
affordable housing program management
structure. The agreement shall be entered
into after consultation with the Affordable
Housing Advisory Board under section 14(b)
of the Resolution Trust Corporation Comple-
tion Act.
(B) Authority and implementation

The Corporation shall have the authority
to carry out the provisions of the agreement
entered into pursuant to subparagraph (A)
and shall implement such agreement as soon
as practicable, but in no event later than 8
months after December 17, 1993.
(C) Transfer of authority

Effective upon October 1, 1995, any remain-
ing authority and responsibilities of the Cor-
poration under this subsection shall be car-
ried out by the Federal Deposit Insurance
Corporation.

(d) National and regional advisory boards
(1) National advisory board

(A) Establishment
The Thrift Depositor Protection Oversight

Board shall establish a national advisory
board to provide information to the Thrift
Depositor Protection Oversight Board, and
to advise that Board on policies and pro-
grams for the sale or other disposition of
real property assets of institutions which
are described in subsection (b)(3)(A) of this
section.
(B) Membership

The national advisory board shall consist
of—

(i) a chairperson appointed by the Thrift
Depositor Protection Oversight Board; and

(ii) the chairpersons of any regional ad-
visory boards established pursuant to
paragraph (3).

(C) Meetings
The national advisory board shall meet 4

times a year, or more frequently if requested
by the Corporation.

(2) [Reserved]

(3) Regional advisory boards

(A) Establishment
The Thrift Depositor Protection Oversight

Board shall establish not less than 6 regional
advisory boards to advise the Corporation on
the policies and programs for the sale or
other disposition of real property assets of
institutions described in subsection (b)(3)(A)
of this section. Such regional advisory
boards shall be established in any region
where the Thrift Depositor Protection Over-
sight Board determines that there exists a
significant portfolio of real property assets
of institutions which are described in sub-
section (b)(3)(A) of this section.

(B) Membership

(i) Appointment
Each regional advisory board shall con-

sist of 5 members. Each member shall be
appointed by the Thrift Depositor Protec-
tion Oversight Board and shall serve at the
pleasure of the Thrift Depositor Protec-
tion Oversight Board. The members shall
be selected from those residents of the re-
gion who will represent the views of low-
and moderate-income consumers and small
businesses, or who have knowledge and ex-
perience regarding business, financial, and
real estate matters.

(ii) Terms
Each member of a regional advisory

board shall serve a term not to exceed 2
years, except that the Thrift Depositor
Protection Oversight Board may provide
for classes of members so that the terms of
not more than 3 members of any such
board shall expire in any 1 year.

(C) Meetings
Each regional advisory board shall meet 4

times a year, or more frequently if requested
by the Corporation. A regional advisory
board shall conduct its meetings in its re-
gion.

(4) Prohibition on compensation
Members of the national and regional advi-

sory boards shall serve without compensation,
except that such members shall be entitled to
receive allowances in accordance with sub-
chapter I of chapter 57 of title 5 for necessary
expenses of travel, lodging, and subsistence in-
curred in attending official meetings and
other activities of the boards.
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(5) Treatment as advisory committee and ter-
mination of national and regional advisory
boards

(A) Federal Advisory Committee Act
The national and regional advisory boards

shall be subject to the provisions of the Fed-
eral Advisory Committee Act.
(B) Termination

Notwithstanding the provisions of the Fed-
eral Advisory Committee Act, the national
advisory board and any regional advisory
board established pursuant to this sub-
section which is in existence on the date on
which the Corporation terminates shall also
terminate on such date.

(e) Institutions organized by Corporation
(1) Limitations on certain activities

All insured depository institutions (as de-
fined in section 1813 of this title) organized by
the Corporation under this section shall, dur-
ing the period such institutions are within the
control of the Corporation, be subject to such
limitations, restrictions, and conditions as de-
termined by the Corporation with respect to
the following activities:

(A) Growth of assets.
(B) Lending and borrowing activities.
(C) Asset acquisitions.
(D) Use of brokered deposits.
(E) Payment of deposit rates.
(F) Setting policy or credit standards.
(G) Capital standards.

(2) Applicability of other provisions of law
Except as otherwise provided, all insured de-

pository institutions (defined in section 1813 of
this title) organized by the Corporation shall—

(A) be subject to all laws and rules other-
wise applicable to them as insured deposi-
tory institutions, and

(B) shall 11 be subject to the supervision of
the appropriate Federal banking agency (as
that term is defined in section 1813 of this
title).

(f) Limitation on certain Corporation activities
(1) Certain sales prohibited

The Corporation shall prescribe regulations
to prohibit the sale of assets of a failed insti-
tution by the Corporation to any person who—

(A)(i) has defaulted, or was a member of a
partnership or an officer or director of a cor-
poration which has defaulted, on 1 or more
obligations the aggregate amount of which
exceed $1,000,000 to such failed institution;

(ii) has been found to have engaged in
fraudulent activity in connection with any
obligation referred to in clause (i); and

(iii) proposes to purchase any such asset in
whole or in part through the use of the pro-
ceeds of a loan or advance of credit from the
Corporation or from any institution subject
to the jurisdiction of the Corporation pursu-
ant to paragraph (3)(A);

(B) participated, as an officer or director
of such failed institution or of any affiliate
of such institution, in a material way in

transactions that resulted in a substantial
loss to such failed institution;

(C) has been removed from, or prohibited
from participating in the affairs of, such
failed institution pursuant to any final en-
forcement action by an appropriate Federal
banking agency; or

(D) has demonstrated a pattern or practice
of defalcation regarding obligations to such
failed institution.

(2) Settlement of claims; definitions
(A) Settlement of claims

Nothing in this subsection shall prohibit
the Corporation from selling or otherwise
transferring any asset to any person if the
sale or transfer of the asset resolves or set-
tles, or is part of the resolution or settle-
ment, of obligations owed by the person to
the failed institution or the Corporation.
(B) Definitions

For purposes of paragraph (1)—
(i) Default

The term ‘‘default’’ means a failure to
comply with the terms of a loan or other
obligation to such an extent that the prop-
erty securing the obligation is foreclosed
upon.
(ii) Affiliate

The term ‘‘affiliate’’ has the meaning
given to such term in section 1841(k) of
this title.

(g) Exemption from State and local taxation
The Corporation and the Thrift Depositor Pro-

tection Oversight Board, the capital, reserves,
surpluses, and assets of the Corporation and the
Thrift Depositor Protection Oversight Board,
and the income derived from such capital, re-
serves, surpluses, or assets shall be exempt from
State, municipal, and local taxation except
taxes on real estate held by the Corporation, ac-
cording to its value as other similar property
held by other persons is taxed.
(h) Guarantees of FSLIC

(1) Assumption by Corporation
On August 9, 1989, the Corporation shall, by

operation of law (and without further action
by the Corporation, the Thrift Depositor Pro-
tection Oversight Board, the Federal Housing
Finance Board, the Federal Savings and Loan
Insurance Corporation, or any court), assume
all rights and obligations of the Federal Sav-
ings and Loan Insurance Corporation with re-
spect to any guarantee issued by the Federal
Savings and Loan Insurance Corporation dur-
ing the period beginning on January 1, 1989,
and ending on August 9, 1989, in connection
with any loan to any savings association by
any Federal Reserve bank or Federal Home
Loan Bank (hereinafter in this subsection re-
ferred to as a ‘‘lender’’).
(2) Payment by Corporation

Any obligation assumed by the Corporation
for any guarantee described in paragraph (1) to
any lender shall be paid by the Corporation be-
fore the end of the 1-year period beginning on
August 9, 1989. Payment shall be made from
funds or assets available to the Corporation.
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(3) Priority of claims of lenders
Any claim by a lender with respect to any

obligation assumed by the Corporation for a
guarantee described in paragraph (1) shall
have priority over all other secured or unse-
cured obligations of the Corporation.

(4) Treasury backup
If the resources of the Corporation are insuf-

ficient to pay all the obligations assumed by
the Corporation under paragraph (1) within
the 1-year period, the Secretary of the Treas-
ury shall pay the amount of any such defi-
ciency. There are hereby appropriated to the
Secretary for fiscal year 1989 and each fiscal
year thereafter, such sums as may be nec-
essary to pay such deficiency.

(i) Funding
(1) Borrowing

(A) In general
The Corporation, upon approval of the

Thrift Depositor Protection Oversight
Board, is authorized to borrow from the
Treasury. The Secretary of the Treasury is
authorized and directed to loan to the Cor-
poration, on such terms as may be fixed by
the Secretary of the Treasury, an amount
not exceeding in the aggregate $5,000,000,000
outstanding at any one time.

(B) Interest rate
Each such loan shall bear interest at a

rate determined by the Secretary of the
Treasury, taking into consideration current
market yields on outstanding marketable
obligations of the United States of com-
parable maturities.

(2) Interim funding
The Secretary of the Treasury shall provide

the sum of $30,000,000,000 to the Corporation to
carry out the purposes of this section.

(3) Additional interim funding
In addition to amounts provided under para-

graph (2), the Secretary of the Treasury shall
provide to the Corporation such sums as may
be necessary, not to exceed $25 billion, to
carry out the purposes of this section.

(4) Conditions on availability of final funding
in excess of $10,000,000,000

(A) Certification required
Of the funds appropriated under paragraph

(3) which are provided after April 1, 1993, any
amount in excess of $10,000,000,000 shall not
be available to the Corporation before the
date on which the Secretary of the Treasury
certifies to the Congress that, since Decem-
ber 17, 1993, the Corporation has taken such
action as may be necessary to comply with
the requirements of subsection (w) of this
section or that, as of the date of the certifi-
cation, the Corporation is continuing to
make adequate progress toward full compli-
ance with such requirements.

(B) Appearance upon request
The Secretary of the Treasury shall appear

before the Committee on Banking, Finance
and Urban Affairs of the House of Represent-

atives or the Committee on Banking, Hous-
ing, and Urban Affairs of the Senate, upon
the request of the chairman of the commit-
tee, to report on any certification made to
the Congress under subparagraph (A).

(5) Return to Treasury
If the aggregate amount of funds transferred

to the Corporation pursuant to this subsection
exceeds the amount needed to carry out the
purposes of this section or to meet the re-
quirements of section 1821(a)(6)(F) of this title,
such excess amount shall be deposited in the
general fund of the Treasury.
(6) Funds only for depositors

Notwithstanding any provision of law other
than section 1823(c)(4)(G) of this title, funds
appropriated under this section shall not be
used in any manner to benefit any shareholder
of—

(A) any insured depository institution for
which the Corporation has been appointed
conservator or receiver, in connection with
any type of resolution by the Corporation;

(B) any other insured depository institu-
tion in default or in danger of default, in
connection with any type of resolution by
the Corporation; or

(C) any insured depository institution, in
connection with the provision of assistance
under section 1821 or 1823 of this title with
respect to such institution, except that this
subparagraph shall not prohibit assistance
to any insured depository institution that is
not in default, or that is not in danger of de-
fault, that is acquiring (as defined in section
1823(f)(8)(B) of this title) another insured de-
pository institution.

(j) Maximum amount limitations on outstanding
obligations

(1) In general
Notwithstanding any other provision of this

section, the amount which is equal to—
(A) the sum of—

(i) the total amount of contributions re-
ceived from the Resolution Funding Cor-
poration; and

(ii) the total amount of outstanding obli-
gations of the Corporation; minus

(B) the sum of—
(i) the amount of cash held by the Cor-

poration; and
(ii) the amount which is equal to 85 per-

cent of the Corporation’s estimate of the
fair market value of other assets held by
the Corporation,

may not exceed $50,000,000,000.
(2) ��Outstanding obligation�� defined

For purposes of this subsection (other than
paragraph (3)), the term ‘‘outstanding obliga-
tion’’ includes—

(A) any obligation or other liability as-
sumed by the Corporation from the Federal
Savings and Loan Insurance Corporation
under this section or pursuant to any provi-
sion of the Financial Institutions Reform,
Recovery, and Enforcement Act of 1989;

(B) any guarantee issued by the Corpora-
tion;
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(C) the total of the outstanding amounts
borrowed from the Secretary of the Treasury
pursuant to subsection (i) of this section;
and

(D) any other obligation for which the Cor-
poration has a direct or contingent liability
to pay any amount.

(3) Full faith and credit
The full faith and credit of the United States

is pledged to the payment of any obligation is-
sued by the Corporation, with respect to both
principal and interest, if—

(A) the principal amount of such obliga-
tion is stated in the obligation; and

(B) the term to maturity or the date of
maturity of such obligation is stated in the
obligation.

(4) Estimates of costs of contingent liabilities
required

(A) In general
The Corporation shall—

(i) estimate the cost to such Corporation
of any contingent liability of the Corpora-
tion; and

(ii) at least once each calendar quarter,
make such adjustment as is appropriate in
the estimate of such cost.

(B) Inclusion in financial statements and out-
standing obligations

The estimated amount of the cost to the
Corporation of any contingent liability of
the Corporation (taking into account the
most recent adjustment to such estimate
pursuant to paragraph (A)(ii)) shall be—

(i) treated as an outstanding obligation
of the Corporation for purposes of this sub-
section; and

(ii) included in any financial statement
of the Corporation.

(k) Reporting and disclosure obligations
(1) Audits

(A) Annual audit
Notwithstanding section 9105 of title 31,

the Comptroller General shall audit annu-
ally the financial statements of the Corpora-
tion in accordance with generally accepted
Government auditing standards. The audited
statements shall be transmitted to the Con-
gress by the Thrift Depositor Protection
Oversight Board not later than 180 days after
the end of the Corporation’s fiscal year to
which those statements apply.
(B) Access to books and records

All books, records, accounts, reports, files,
and property belonging to or used by the
Corporation, or the Thrift Depositor Protec-
tion Oversight Board shall be made available
to the Comptroller General.

(2) Public disclosure of transactions
(A) Disclosure required

Except as otherwise provided in this sub-
section, the Corporation shall make avail-
able to the public—

(i) any agreement entered into by the
Corporation relating to a transaction for
which the Corporation provides assistance

pursuant to section 1823(c) of this title, not
later than 30 days after the first meeting
of the Thrift Depositor Protection Over-
sight Board after such agreement is en-
tered into; and

(ii) all agreements relating to cases re-
viewed by the Corporation pursuant to
subsection (b)(11)(B) of this section.

(B) Exception for disclosures against the
public interest

(i) In general
The Thrift Depositor Protection Over-

sight Board may withhold from public dis-
closure any document or part of a docu-
ment if the Thrift Depositor Protection
Oversight Board determines, by a unani-
mous affirmative vote of the members of
the Board, that disclosure would be con-
trary to the public interest.
(ii) Report of determination

A written report shall be made of any de-
termination by the Thrift Depositor Pro-
tection Oversight Board to withhold any
part of a document from public disclosure
pursuant to clause (i). Such report shall
contain a full explanation of the specific
reasons for such determination.
(iii) Publication and submission of report

The report prepared pursuant to clause
(ii) shall be—

(I) published in the Federal Register;
and

(II) transmitted to the Committee on
Banking, Finance and Urban Affairs of
the House of Representatives and the
Committee on Banking, Housing, and
Urban Affairs of the Senate.

(C) ��Agreement�� defined
For purposes of this subsection, the term

‘‘agreement’’ includes—
(i) all documents which effectuate the

terms and conditions of the assisted trans-
action;

(ii) a comparison, which the Corporation
shall prepare of—

(I) the estimated cost of the trans-
action, with

(II) the estimated cost of liquidating
the insured institution; and

(iii) a description of any economic or
statistical assumptions on which such esti-
mates are based.

(3) Disclosure to Congress of transactions
(A) Prospective transactions

The Corporation shall make available to
the Committee on Banking, Finance and
Urban Affairs of the House of Representa-
tives and the Committee on Banking, Hous-
ing, and Urban Affairs of the Senate any
agreement entered into by the Corporation
relating to a transaction for which the Cor-
poration provides assistance pursuant to sec-
tion 1823(c) of this title not later than 25
days after the first meeting of the Thrift De-
positor Protection Oversight Board after
such agreement is entered into. The fore-
going requirement is in addition to the Cor-
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poration’s obligation to make such agree-
ments publicly available pursuant to para-
graph (2).
(B) Prior transactions

The Corporation shall submit a report to
the Thrift Depositor Protection Oversight
Board and the Congress containing the re-
sults and conclusions of the review of the
1988 transactions conducted pursuant to sub-
section (b)(10)(B) of this section and such
recommendations for legislative action as
the Corporation may determine to be appro-
priate.

(4) Annual reports
(A) In general

The Thrift Depositor Protection Oversight
Board and the Corporation shall annually
submit a full report of their respective oper-
ations, activities, budgets, receipts, and ex-
penditures for the preceding 12-month pe-
riod.
(B) Contents

The report required under subparagraph
(A) shall include—

(i) audited statements and such informa-
tion as is necessary to make known the fi-
nancial condition and operations of the
Corporation in accordance with generally
accepted accounting principles;

(ii) the Corporation’s financial operating
plans and forecasts (including budgets, es-
timates of actual and future spending, and
estimates of actual and future cash obliga-
tions) taking into account the Corpora-
tion’s financial commitments, guarantees,
and other contingent liabilities;

(iii) the number of minority and women
investors participating in the bidding
process for assisted acquisitions and the
disposition of assets and the number of
successful bids by such investors;

(iv) a list of the properties sold to State
housing finance authorities (as such term
is defined in section 1301 of the Financial
Institutions Reform, Recovery, and En-
forcement Act of 1989 [12 U.S.C. 1441a–1]),
the individual purchase prices of such
properties, and an estimate of the pre-
mium paid by such authorities for such
properties; and

(v) descriptions of the operations and ac-
tivities of the national and regional advi-
sory boards established under subsection
(d) of this section and financial statements
detailing the expenses of such boards.

(C) Submission to Congress and the Presi-
dent

The Corporation shall submit each annual
report required under this subsection to the
Congress and the President as soon as prac-
ticable after the end of the calendar year for
which such report is made but not later than
June 30 of the year following such calendar
year.

(5) Additional reports
(A) Reports required

In addition to the annual report required
under paragraph (4), the Thrift Depositor

Protection Oversight Board and the Corpora-
tion shall submit to Congress not later than
April 30 and October 31 of each calendar
year, a semiannual report on the activities
and efforts of the Corporation, the Federal
Deposit Insurance Corporation, and the
Thrift Depositor Protection Oversight Board
for the 6-month period ending on the last
day of the month prior to the month in
which such report is required to be submit-
ted.
(B) Contents of report

Each semiannual report required under
subparagraph (A) shall include the following
information with respect to the Corpora-
tion’s assets and liabilities and to the assets
and liabilities of institutions described in
subsection (b)(3)(A) of this section:

(i) A statement of the total book value
of all assets held or managed by the Cor-
poration at the beginning and end of the
reporting period.

(ii) A statement of the total book value
of such assets which are under contract to
be managed by private persons and enti-
ties at the beginning and end of the report-
ing period.

(iii) The number of employees of the Cor-
poration, the Federal Deposit Insurance
Corporation, and the Thrift Depositor Pro-
tection Oversight Board at the beginning
and end of the reporting period.

(iv) The total amounts expended on em-
ployee wages, salaries, and overhead, dur-
ing such period which are attributable to—

(I) contracting with, supervising, or re-
viewing the performance of private con-
tractors, or

(II) managing or disposing of such as-
sets.

(v) A statement of the total amount ex-
pended on private contractors for the man-
agement of such assets.

(vi) A statement of the efforts of the
Corporation to maximize the efficient uti-
lization of the resources of the private sec-
tor during the reporting period and in fu-
ture reporting periods and a description of
the policies and procedures adopted to en-
sure adequate competition and fair and
consistent treatment of qualified third
parties seeking to provide services to the
Corporation or the Federal Deposit Insur-
ance Corporation.

(vii) The total book value and total pro-
ceeds from such assets disposed of during
the reporting period.

(viii) Summary data on discounts from
book value at which such assets were sold
or otherwise disposed of during the report-
ing period.

(ix) A list of all of the areas that carried
a distressed area designation during the
reporting period (including a justification
for removal of areas from or addition of
areas to the list of distressed areas).

(x) An evaluation of market conditions
in distressed areas and a description of any
changes in conditions during the reporting
period.
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(xi) Any change adopted by the Thrift
Depositor Protection Oversight Board in a
minimum disposition price and the reasons
for such change.

(xii) The valuation method or methods
adopted by the Thrift Depositor Protection
Oversight Board or the Corporation to
value assets and the reasons for selecting
such methods.

(xiii) A complete description of all ac-
tions taken by the Corporation pursuant
to subsections (a), (b), and (c) of section
1216 of the Financial Institutions Reform,
Recovery, and Enforcement Act of 1989 [12
U.S.C. 1833e(a), (b), (c)] with respect to the
employment of and contracting with mi-
norities, women, and businesses owned or
controlled by minorities or women and
any other activity of the Corporation pur-
suant to the outreach program of the Cor-
poration for minorities and women. Such
description shall specify the steps taken
by the Corporation, in its corporate capac-
ity and its capacity as conservator or re-
ceiver, to implement the minority and
women outreach programs required by sec-
tion 1216(c) of the Financial Institutions
Reform, Recovery, and Enforcement Act of
1989 [12 U.S.C. 1833e(c)] and shall set forth
information and data showing—

(I) the extent to which and means by
which contract solicitations have been
directed to minorities, women, and busi-
nesses owned or controlled by minorities
or women by the Corporation and by the
Federal Deposit Insurance Corporation
on behalf of the Corporation;

(II) the extent to which prime con-
tracts and subcontracts have been
awarded to minorities, women, and busi-
nesses owned or controlled by minorities
or women, including data with respect to
the number of such contracts, the dollar
amounts thereof, and the percentage of
Corporation contracting activity rep-
resented thereby (including contracting
activity by the Federal Deposit Insur-
ance Corporation on behalf of the Cor-
poration);

(III) contracting and outreach activity
with respect to joint ventures and other
business arrangements in which minori-
ties, women, or businesses owned or con-
trolled by minorities or women have a
participation or interest; and

(IV) the extent to which the Corpora-
tion’s minority and women contracting
outreach programs have been successful
in maximizing opportunities through the
outreach policies established by the Cor-
poration for participation of minorities,
women, and businesses owned or con-
trolled by minorities or women in the
Corporation’s contracting activities.

(C) Supplemental unaudited financial state-
ments

In addition to the annual report required
under paragraph (4), the Thrift Depositor
Protection Oversight Board and the Corpora-
tion shall submit to the Congress, not later

than September 30 of each calendar year, an
unaudited financial statement for the 6-
month period ending on June 30 of such year.

(6) Appearances before Congressional commit-
tees

(A) 12 Semiannual appearance required
Not later than 30 days after submission of

the semiannual reports required by para-
graph (5), the Thrift Depositor Protection
Oversight Board shall appear before the
Committee on Banking, Finance and Urban
Affairs of the House of Representatives and
the Committee on Banking, Housing, and
Urban Affairs of the Senate to—

(i) report on the progress made during
such period in resolving cases involving in-
stitutions described in subsection (b)(3)(A)
of this section;

(ii) provide an estimate of the short-
term and long-term cost to the United
States Government of obligations issued
or incurred during such period;

(iii) report on the progress made during
such period in selling assets of institutions
described in subsection (b)(3)(A) of this
section and the impact such sales are hav-
ing on the local markets in which such as-
sets are located;

(iv) describe the costs incurred by the
Corporation in issuing obligations, manag-
ing and selling assets acquired by the Cor-
poration;

(v) provide an estimate of the income of
the Corporation from assets acquired by
the Corporation;

(vi) provide an assessment of any poten-
tial source of additional funds for the Cor-
poration; and

(vii) provide an estimate of the remain-
ing exposure of the United States Govern-
ment in connection with institutions de-
scribed in subsection (b)(3)(A) of this sec-
tion which, in the Thrift Depositor Protec-
tion Oversight Board’s estimation, will re-
quire assistance or liquidation after the
end of such period.

(7) Quarterly reports
Not later than May 31, August 31, November

30, and the last day of February of each year,
the Corporation shall submit a report to the
Committee on Banking, Finance and Urban
Affairs of the House of Representatives and
the Committee on Banking, Housing, and
Urban Affairs of the Senate containing the fol-
lowing information for the preceding calendar
quarter:

(A) Asset sales
The report shall contain the following in-

formation with respect to assets of institu-
tions described in subsection (b)(3)(A) of this
section which were disposed of by the Cor-
poration during the quarter covered by the
report:

(i) The total amount of the actual sales
of assets during the quarter.

(ii) The value of the assets as determined
on the basis of the amount at which each
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such asset was accounted for on the books
of the institution.

(iii) The fair market value of the assets
as estimated by the Corporation for pur-
poses of securing amounts borrowed from
the Federal Financing Bank by the Cor-
poration.

(iv) The net recovery on asset sales dur-
ing the quarter.

(v) A subtotal of the value of the assets
disposed of during the quarter in each of
the following categories:

(I) Cash and securities.
(II) Mortgage loans for 1- to 4-family

dwellings.
(III) Construction and land loans.
(IV) Other mortgage loans.
(V) Consumer loans.
(VI) Commercial loans.
(VII) Real estate owned assets.
(VIII) Other assets.

(B) Auction sales
The report shall contain information re-

garding auction sales of RTC assets, includ-
ing the following information:

(i) The date and location of each auction
sale during the quarter.

(ii) The total value of the sales of assets
sold during an auction during the quarter.

(iii) The total value of assets sold at
each auction, as determined on the basis of
the amount at which each such asset was
accounted for on the books of the institu-
tion.

(iv) The total fair market value of assets
sold at each auction, as estimated by the
Corporation.

(v) The total actual selling price of as-
sets sold during each auction held during
the quarter.

(vi) The net recovery or loss on assets
sold during an auction during the quarter,
by category listed in subclauses (I)
through (VII) of clause (vii).

(vii) A subtotal of the value of the assets
sold during an auction during the quarter
in each of the following categories:

(I) Cash and securities.
(II) Mortgage loans for 1- to 4-family

dwellings.
(III) Construction and land loans.
(IV) Other mortgage loans.
(V) Consumer loans.
(VI) Commercial loans.
(VII) Real estate owned assets.
(VIII) Other assets.

(C) Federal Financing Bank loan status
The report shall contain the following in-

formation with respect to loans from the
Federal Financing Bank to the Corporation:

(i) The total amount of loans outstand-
ing at the beginning of the quarter.

(ii) The total amount of loans originated
during the quarter.

(iii) The total amount of loans repaid
during the quarter.

(iv) The total amount of loans outstand-
ing at the end of the quarter.

(D) Seller financing
The report shall contain information re-

garding the Corporation’s use of seller fi-

nancing to encourage the sales of assets dur-
ing the quarter, including the following:

(i) A total of the amount of funds used
for seller financing purposes during the
quarter.

(ii) The number of applications received
by the Corporation which requested seller
financing.

(iii) A breakdown of the type of assets
sold, according to the categories listed in
subclauses (I) through (VIII) of subpara-
graph (B)(vii).

(iv) Projections of the total amount of
seller financing which will be needed dur-
ing the succeeding 2 quarters.

(8) Operating plans
(A) In general

Before the beginning of each calendar
quarter, the Thrift Depositor Protection
Oversight Board shall submit to the Com-
mittee on Banking, Housing, and Urban Af-
fairs of the Senate and the Committee on
Banking, Finance and Urban Affairs of the
House of Representatives a detailed finan-
cial operating plan covering the remaining
quarters of the Corporation’s fiscal year in
which that quarter occurs.
(B) Contents

At a minimum, a detailed financial operat-
ing plan shall include—

(i) estimates of the aggregate assets of
institutions that are projected to be re-
solved in each quarter,

(ii) the estimated aggregate cost of reso-
lutions in each quarter,

(iii) the estimated aggregate asset sales
and principal collections in each quarter,
and

(iv) the Corporation’s summary pro
forma financial statement at the end of
each quarter.

(9) Reports on severely troubled institutions
The Director of the Office of Thrift Super-

vision shall deliver on a quarterly basis to the
Thrift Depositor Protection Oversight Board a
list of savings associations for which the Di-
rector has determined grounds exist, or are
likely to exist in the current fiscal year of the
Corporation and in the next following fiscal
year of the Corporation, for the appointment
of a conservator or receiver under the Home
Owners’ Loan Act [12 U.S.C. 1461 et seq.]. The
Thrift Depositor Protection Oversight Board
shall report the aggregate number and assets
of such savings associations to Congress with-
in 60 days after June 30 and December 31 of
each calendar year.
(10) Budget reports

(A) In general
Before the end of each calendar quarter,

the Thrift Depositor Protection Oversight
Board and the Corporation shall submit a re-
port to the Committee on Banking, Finance
and Urban Affairs of the House of Represent-
atives and the Committee on Banking, Hous-
ing, and Urban Affairs of the Senate contain-
ing the complete annual budget, as approved
by the Thrift Depositor Protection Oversight
Board.
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(B) Activities relating to phasing out RTC op-
erations

Beginning with the report due in the 1st
quarter of 1994, the report shall include in-
formation on the Corporation’s activities to
phase down its operations and reduce the
number of employees and the amount of of-
fice space and other overhead as the Cor-
poration completes its duties under this sec-
tion and approaches termination.

(11) Employee reports
The Corporation shall submit semiannual re-

ports to the Committee on Banking, Finance
and Urban Affairs of the House of Representa-
tives and the Committee on Banking, Housing,
and Urban Affairs of the Senate containing the
following information:

(A) The total number of employees of the
Thrift Depositor Protection Oversight Board
and the total number of individuals perform-
ing services directly on behalf of the Cor-
poration.

(B) The total number of individuals per-
forming services for the Corporation as em-
ployees of the Federal Deposit Insurance
Corporation or any other agency, including
the General Accounting Office and the num-
ber from each such agency.

(C) The total number of individuals em-
ployed in each job classification and employ-
ment status, including employment on a
temporary basis or for an agreed upon period
of time.

(l) Power to remove; jurisdiction
(1) In general

Notwithstanding any other provision of law,
any civil action, suit, or proceeding to which
the Corporation is a party shall be deemed to
arise under the laws of the United States, and
the United States district courts shall have
original jurisdiction over such action, suit, or
proceeding.

(2) Corporation as party
The Corporation shall be substituted as a

party in any civil action, suit, or proceeding
to which its predecessor in interest was a
party with respect to institutions which are
subject to the management agreement dated
February 7, 1989, among the Federal Savings
and Loan Insurance Corporation, the Federal
Home Loan Bank Board and the Federal De-
posit Insurance Corporation.

(3) Removal and remand
(A) In general

The Corporation, in any capacity and
without bond or security, may remove any
action, suit, or proceeding from a State
court to the United States district court
with jurisdiction over the place where the
action, suit, or proceeding is pending, to the
United States district court 13 for the Dis-
trict of Columbia, or to the United States
district court with jurisdiction over the
principal place of business of any institution
for which the Corporation has been ap-

pointed conservator or receiver if the action,
suit, or proceeding is brought against the in-
stitution or the Corporation as conservator
or receiver of such institution. The removal
of any such suit or proceeding shall be insti-
tuted—

(i) not later than 90 days after the date
the Corporation is substituted as a party,
or

(ii) not later than 30 days after service
on the Corporation, if the Corporation is
named as a party in any capacity and if
such suit is filed after August 9, 1989.

(B) Substitution
The Corporation shall be deemed sub-

stituted in any action, suit, or proceeding
for a party upon the filing of a copy of the
order appointing the Corporation as con-
servator or receiver for that party or the fil-
ing of such other pleading informing the
court that the Corporation has been ap-
pointed conservator or receiver for such
party.
(C) Appeal

The Corporation may appeal any order of
remand entered by a United States district
court.

(m) Termination
(1) In general

The Corporation shall terminate not later
than December 31, 1995. If at the time of its
termination, the Corporation is acting as a
conservator or receiver, the Federal Deposit
Insurance Corporation shall succeed the Cor-
poration as conservator or receiver.
(2) Case resolutions transferred

Simultaneous with the termination of the
Corporation as provided in paragraph (1), all
assets and liabilities of the Corporation shall
be transferred to the FSLIC Resolution Fund.
Thereafter, if there are no liabilities of the
Corporation outstanding, the FSLIC Resolu-
tion Fund shall transfer any net proceeds from
the sale of assets to the Resolution Funding
Corporation.
(3) Transfer of personnel and systems

In connection with the assumption by the
Federal Deposit Insurance Corporation of con-
servatorship and receivership functions with
respect to institutions described in subsection
(b)(3)(A) of this section and the termination of
the Corporation pursuant to paragraph (1)—

(A) any management, resolution, or asset-
disposition system of the Corporation which
the Secretary of the Treasury determines,
after considering the recommendations of
the interagency transition task force under
section 6(c) of the Resolution Trust Corpora-
tion Completion Act, has been of benefit to
the operations of the Corporation (including
any personal property of the Corporation
which is used in operating any such system)
shall, notwithstanding paragraph (2), be
transferred to and used by the Federal De-
posit Insurance Corporation in a manner
which preserves the integrity of the system
for so long as such system is efficient and
cost-effective; and
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(B) any personnel of the Corporation in-
volved with any such system who are other-
wise eligible to be transferred to the Federal
Deposit Insurance Corporation shall be
transferred to the Federal Deposit Insurance
Corporation for continued employment, sub-
ject to section 404(9) of the Financial Insti-
tutions Reform, Recovery, and Enforcement
Act of 1989 and other applicable provisions of
this section, with respect to such system.

(n) Conflict of interest
(1) In general

(A) The Thrift Depositor Protection Over-
sight Board and the Corporation shall each be
an ‘‘agency’’ for purposes of title 18. Any indi-
vidual who, pursuant to a contract or any
other arrangement, performs functions or ac-
tivities of the Thrift Depositor Protection
Oversight Board or the Corporation, under the
direct supervision of an officer or employee of
the Thrift Depositor Protection Oversight
Board or the Corporation, shall be deemed to
be an employee of the Thrift Depositor Protec-
tion Oversight Board or the Corporation for
the purposes of title 18 and this chapter.

(B) Any individual who, pursuant to a con-
tract or any other agreement, acts for or on
behalf of the Corporation shall be deemed to
be a public official for the purposes of section
201 of title 18.
(2) Establishment of rules

The Thrift Depositor Protection Oversight
Board and the Corporation shall, not later
than 180 days after August 9, 1989, promulgate
rules and regulations governing conflict of in-
terest, ethical responsibilities, and post-em-
ployment restrictions applicable to members,
officers, and employees of the Thrift Depositor
Protection Oversight Board and the Corpora-
tion that shall be no less stringent than those
applicable to the Federal Deposit Insurance
Corporation.
(3) Use of confidential information

The Thrift Depositor Protection Oversight
Board and the Corporation shall, not later
than 180 days after August 9, 1989, promulgate
rules and regulations applicable to independ-
ent contractors governing conflicts of inter-
est, ethical responsibilities, and the use of
confidential information consistent with the
goals and purposes of titles 18 and 41.
(4) Post employment

The chief executive officer of the Corpora-
tion shall be prohibited for a period of 1 year
after leaving the Corporation from holding
any office, position, or employment with, or
receiving remuneration from, a company
(other than the Corporation) which, during the
time the chief executive was employed by the
Corporation, participated in any case resolu-
tion or contract with the Corporation for
which such person was either responsible or in
which such person was personally and substan-
tially involved except that the chief executive
officer may hold any office, position, or em-
ployment so long as the chief executive officer
does not, during the 1-year period, provide ad-
vice with respect to, participate in decisions

relating to, or otherwise provide assistance to
such entity on the enumerated matters or re-
ceive remuneration with respect thereto from
such company.
(5) Other agency employees

Officers and employees of the Thrift Deposi-
tor Protection Oversight Board and the Cor-
poration who are also subject to the ethical
rules of another agency or Government Cor-
poration 14 shall file with the Corporation a
copy of any financial disclosure statement re-
quired by such other agency or corporation.
(6) Disapproval of contractors

(A) In general
The Thrift Depositor Protection Oversight

Board shall prescribe regulations establish-
ing procedures for ensuring that any individ-
ual who is performing, directly or indirectly,
any function or service on behalf of the Cor-
poration meets minimum standards of com-
petence, experience, integrity, and fitness.
(B) Prohibition from service on behalf of

Corporation
The procedures established under subpara-

graph (A) shall provide that the Corporation
shall prohibit any person who does not meet
the minimum standards of competence, ex-
perience, integrity, and fitness from—

(i) entering into any contract with the
Corporation; or

(ii) being employed by the Corporation
or any person performing any service for
or on behalf of the Corporation.

(C) Information required to be submitted
The procedures established under subpara-

graph (A) shall require that any offer sub-
mitted to the Corporation by any person
under this section and any employment ap-
plication submitted to the Corporation by
any person shall include—

(i) a list and description of any instance
during the preceding 5 years in which the
person or company under such person’s
control defaulted on a material obligation
to an insured depository institution; and

(ii) such other information as the Board
may prescribe by regulation.

(D) Subsequent submissions
No offer submitted to the Corporation may

be accepted unless the offeror agrees that no
person will be employed, directly or indi-
rectly, by the offeror under any contract
with the Corporation unless all applicable
information described in subparagraph (C)
with respect to any such person is submitted
to the Corporation and the Corporation does
not disapprove of the direct or indirect em-
ployment of such person. Any decision made
by the Corporation pursuant to this para-
graph shall be in its sole discretion and shall
not be subject to review.
(E) Prohibition required in certain cases

The standards established under subpara-
graph (A) shall require the Corporation to
prohibit any person who has—
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(i) been convicted of any felony,
(ii) been removed from, or prohibited

from participating in the affairs of, any in-
sured depository institution pursuant to
any final enforcement action by any ap-
propriate Federal banking agency,

(iii) demonstrated a pattern or practice
of defalcation regarding obligations to in-
sure depository institutions, or

(iv) caused a substantial loss to Federal
deposit insurance funds,

from service on behalf of the Corporation.
(7) Abrogation of contracts

The Thrift Depositor Protection Oversight
Board or the Corporation may rescind any
contract with a person who—

(A) fails to disclose a material fact to the
Thrift Depositor Protection Oversight Board
or the Corporation,

(B) would be prohibited under paragraph
(6) from providing services to, receiving fees
from, or contracting with the Corporation or
the Thrift Depositor Protection Oversight
Board, or

(C) has been subject to a final enforcement
action by any Federal bank regulatory agen-
cy.

(8) Priority of Thrift Depositor Protection
Oversight Board rules

To the extent that the rules established
under this subsection conflict with rules of
other agencies or Government corporations,
officers, directors, employees, and independent
contractors of the Corporation or the Thrift
Depositor Protection Oversight Board, who are
also subject to the conflict of interest or ethi-
cal rules of another agency or Government
corporation, shall be governed by the rules and
regulations established by the Thrift Deposi-
tor Protection Oversight Board under this sub-
section when acting for or on behalf of the
Corporation.
(9) Definitions

For the purposes of this subsection—
(A) The term ‘‘company’’ has the same

meaning as in section 1841(b) of this title.
(B) The term ‘‘control’’ has the same

meaning given such term under regulations
promulgated by the Federal Home Loan
Bank Board with respect to savings and loan
holding companies as in effect on the day be-
fore August 9, 1989.

(C) The term ‘‘Corporation’’ includes the
Resolution Trust Corporation, the national
advisory board, and the regional advisory
boards.

(o) Status of employees
(1) Liability

A member, officer, or employee of the Cor-
poration or of the Thrift Depositor Protection
Oversight Board has no liability under the Se-
curities Act of 1933 [15 U.S.C. 77a et seq.] with
respect to any claim arising out of or result-
ing from any act or omission by such person
within the scope of such person’s employment
in connection with any transaction involving
the disposition of assets (or any interests in
any assets or any obligations backed by any

assets) by the Corporation. This subsection
shall not be construed to limit personal liabil-
ity for criminal acts or omissions, willful or
malicious misconduct, acts or omissions for
private gain, or any other acts or omissions
outside the scope of such person’s employ-
ment.
(2) Definition

For purposes of this subsection, the term
‘‘employee of the Corporation or of the Thrift
Depositor Protection Oversight Board’’ in-
cludes any officer or employee of the Federal
Deposit Insurance Corporation who performs
services for the Corporation.
(3) Effect on other law

This subsection does not affect—
(A) any other immunities and protections

that may be available under applicable law
with respect to such transactions, or

(B) any other right or remedy against the
Corporation, against the United States
under applicable law, or against any person
other than a person described in paragraph
(1) participating in such transactions.

This subsection shall not be construed to limit
or alter in any way the immunities that are
available under applicable law for Federal offi-
cials and employees not described in this sub-
section.

(p) Management enhancement goals
(1) Action to achieve specific goals

The Corporation, upon March 23, 1991, shall
take action to assure achievement of the man-
agement goals specified in this paragraph, as
follows:

(A) Managing conservatorships
The Corporation shall standardize proce-

dures with respect to its (i) auditing of
conservatorships, (ii) ensuring and monitor-
ing of compliance with Corporation policies
and procedures by conservatorship managing
agents, and (iii) ensuring and monitoring of
conservatorship managing agent perform-
ance. These procedures shall be developed
and implemented not later than September
30, 1991.
(B) Pace of resolutions

The Corporation shall take all reasonable
and necessary steps to reduce the length of
time institutions remain in conservatorship,
with the goal that no institution shall be in
conservatorship for more than 9 months.
(C) Information resources management pro-

gram
The Corporation shall develop and incor-

porate within its strategic plan for informa-
tion resources management, (i) a translation
of program goals into the communication
and computer hardware and software, and
staff needed to accomplish such goals, (ii) a
systems architecture to ensure that all sys-
tems will work together, and (iii) an identi-
fication of Corporation information and sys-
tems needs at all operational levels.
(D) Securities portfolio management system

The Corporation shall develop within its
information architecture framework, a cen-
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tralized system for the management of its
portfolio of securities. This system shall be
developed and implemented not later than
September 30, 1991.

(E) Tracking REO assets
The Corporation shall develop, within its

information architecture, an effective sys-
tem to track and inventory real-estate-
owned assets. This system shall be developed
and implemented not later than September
30, 1991.

(F) Asset valuation
The Corporation shall develop a process

for the quarterly valuation or updating of
valuations of the assets it holds in its capac-
ity as receiver (or as a result of such capac-
ity). Such process shall incorporate, to the
extent practical, Corporation disposition ex-
perience. In addition, the necessary informa-
tion systems shall be developed to track and
manage these valuations.

(G) Standardization of due diligence and
market format

The Corporation shall develop a program
for performing due diligence on one- to four-
family mortgages and for marketing such
loans on a pooled basis.

(H) Contracting
The Corporation, in order to identify the

need for any changes in its contracting proc-
ess which would enhance the independence,
integrity, consistency and effectiveness of
that process, shall consult on a regular basis
with other agencies and organizations that
have large scale contracting and procure-
ment systems, and shall review on a regular
basis its organizational structure and rela-
tionships. The Corporation shall develop and
have in widespread use the following:

(i) A manual setting forth comprehen-
sive policies and procedures.

(ii) A revised and expanded directive
that clearly and definitively describes the
roles and responsibilities of all those in-
volved in the contracting process.

(iii) A revised and expanded directive
that sets forth in detail the standard pro-
cedures to be followed in evaluating con-
tractor proposals.

(iv) A set of standardized solicitation
and contract documents for use by all Cor-
poration officers.

(v) A series of standardized contracting
training modules for use by Corporation
personnel and private contractors.

(2) Report
The Corporation shall, not later than Sep-

tember 30, 1991, file with the Committee on
Banking, Housing, and Urban Affairs of the
Senate, and the Committee on Banking, Fi-
nance and Urban Affairs of the House of Rep-
resentatives, a report on the progress being
made toward full compliance by the agency
with this subsection, as well as a timetable for
completing those items not yet completed.

(q) RTC, Thrift Depositor Protection Oversight
Board, and RTC contractor employee protec-
tion remedy

(1) Prohibition against discrimination
The Corporation, the Thrift Depositor Pro-

tection Oversight Board, and any person who
is performing, directly or indirectly, any func-
tion or service on behalf of the Corporation or
the Thrift Depositor Protection Oversight
Board may not discharge or otherwise dis-
criminate against any employee (including
any employee of the Federal Deposit Insur-
ance Corporation on assignment to the Cor-
poration under this section or any personnel
referred to in subparagraphs (C) and (F) of sub-
section (a)(5) of this section) with respect to
compensation, terms, conditions, or privileges
of employment because the employee (or any
person acting pursuant to the request of the
employee) provided information to the Cor-
poration, the Thrift Depositor Protection
Oversight Board, the Attorney General, or any
appropriate Federal banking agency (as de-
fined in section 1813q of this title) regarding—

(A) a possible violation of any law or regu-
lation; or

(B) gross mismanagement, a gross waste of
funds, an abuse of authority, or a substan-
tial and specific danger to public health or
safety;

by the Corporation, the Thrift Depositor Pro-
tection Oversight Board, or such person or any
director, officer, or employee of the Corpora-
tion, the Thrift Depositor Protection Over-
sight Board, or the person.

(2) Enforcement
Any employee or former employee who be-

lieves that such employee has been discharged
or discriminated against in violation of para-
graph (1) may file a civil action in the appro-
priate United States district court before the
end of the 2-year period beginning on the date
of such discharge or discrimination.

(3) Remedies
If the district court determines that a viola-

tion has occurred, the court may order the
Corporation or the person which committed
the violation to—

(A) reinstate the employee to the employ-
ee’s former position;

(B) pay compensatory damages; or
(C) take other appropriate actions to rem-

edy any past discrimination.

(4) Limitation
The protections of this section shall not

apply to any employee who—
(A) deliberately causes or participates in

the alleged violation of law or regulation; or
(B) knowingly or recklessly provides sub-

stantially false information to the Corpora-
tion, the Attorney General, or any appro-
priate Federal banking agency.

(5) Burdens of proof
The legal burdens of proof that prevail under

subchapter III of chapter 12 of title 5 shall gov-
ern adjudication of protected activities under
this subsection.
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(r) Review and evaluation procedure for con-
tracts

(1) In general
In the review and evaluation of proposals,

the Corporation shall provide additional in-
centives to minority- or women-owned busi-
nesses by awarding any such business an addi-
tional 10 percent of the total technical points
and an additional 5 percent of the total cost
preference points achievable in the technical
and cost rating process applicable with respect
to such proposals.

(2) Certain joint ventures included
Paragraph (1) shall apply to any proposal

submitted by a joint venture in which a
minority- or woman-owned business has par-
ticipation of not less than 25 percent.

(3) Authority to adjust technical and cost pref-
erence points

The Corporation may adjust the technical
and cost preference points applicable in evalu-
ating proposals to the extent necessary to en-
sure the maximum participation level possible
for minority- or women-owned businesses.

(4) Definitions
For purposes of this subsection, the follow-

ing definitions shall apply:

(A) Minority-owned business
The term ‘‘minority-owned business’’

means a business—
(i) more than 50 percent of the ownership

or control of which is held by 1 or more
minority individuals; and

(ii) more than 50 percent of the net profit
or loss of which accrues to 1 or more mi-
nority individuals.

(B) Women-owned business
The term ‘‘women’s business’’ means a

business—
(i) more than 50 percent of the ownership

or control of which is held by 1 or more
women;

(ii) more than 50 percent of the net profit
or loss of which accrues to 1 or more
women; and

(iii) a significant percentage of senior
management positions of which are held
by women.

(s) Acquisition of branch facilities in minority
neighborhoods

(1) In general
In the case of any savings association for

which the Corporation has been appointed con-
servator or receiver, the Corporation may
make available any branch of such association
which is located in any predominantly minor-
ity neighborhood to any minority depository
institution or women’s depository institution
on the following terms:

(A) The branch may be made available on
a rent-free lease basis for not less than 5
years.

(B) Of all expenses incurred in maintaining
the operation of the facilities in which such
branch is located, the institution shall be
liable only for the payment of applicable

real property taxes, real property insurance,
and utilities.

(C) The lease may provide an option to
purchase the branch during the term of the
lease.

(2) Definitions
For purposes of this subsection, the follow-

ing definitions shall apply:
(A) Minority depository institution

The term ‘‘minority 15 institution’’ means
a depository institution (as defined in sec-
tion 1813(c) of this title)—

(i) more than 50 percent of the ownership
or control of which is held by 1 or more
minority individuals; and

(ii) more than 50 percent of the net profit
or loss of which accrues to 1 or more mi-
nority individuals.

(B) Women�s depository institution
The term ‘‘women’s depository institu-

tion’’ means a depository institution (as de-
fined in section 1813(c) of this title)—

(i) more than 50 percent of the ownership
or control of which is held by 1 or more
women;

(ii) more than 50 percent of the net profit
or loss of which accrues to 1 or more
women; and

(iii) a significant percentage of senior
management positions of which are held
by women.

(C) Minority
The term ‘‘minority’’ has the meaning

given to such term by section 1204(c)(3) of
the Financial Institutions Reform, Recov-
ery 16 and Enforcement Act of 1989.

(t) Assistance under circumstances for acquisi-
tion of majority-owned institutions

(1) In general
In addition to the assistance provided pursu-

ant to the the 17 minority capital assistance
program established under subsection (u)(1) of
this section, the Corporation may provide as-
sistance for minority-owned depository insti-
tutions and minority investors for the acquisi-
tion of any savings association for which the
Corporation has been appointed conservator or
receiver and which, before such appointment,
was not a minority-owned association, if the
Corporation has not received acceptable bids
for the acquisition of such association without
offering such assistance.
(2) Additional assets

In connection with the acquisition of any
savings association for which the Corporation
provides assistance under paragraph (1), the
Corporation may transfer assets of other sav-
ings associations for which the Corporation
has been appointed conservator or receiver.
(3) Definitions

For purposes of this subsection—
(A) Minority

The term ‘‘minority’’ has the meaning
given to such term by section 1204(c)(3) of
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the Financial Institutions Reform, Recov-
ery 16 and Enforcement Act of 1989.
(B) Acquisition

The term ‘‘acquisition’’ means any trans-
action in which a savings association is ac-
quired (as defined in section 1823(f)(8)(B) of
this title).

(u) Minority interim capital assistance program
(1) In general

The minority interim capital assistance pro-
gram administered by the Corporation pursu-
ant to the policy statement entitled the ‘‘In-
terim Statement of Policy Regarding Resolu-
tions of Minority-Owned Depository Institu-
tions’’ adopted by the Corporation on January
30, 1990 16 is hereby established by law.
(2) Assistance under circumstances for acquisi-

tion of majority-owned institutions
In addition to the assistance provided pursu-

ant to the program established under para-
graph (1), the Corporation shall provide assist-
ance under such program for minority-owned
depository institutions and minority investors
for the acquisition of any savings association
for which the Corporation has been appointed
conservator or receiver and which, before such
appointment, was not a minority-owned asso-
ciation, if the Corporation has not received ac-
ceptable bids for the acquisition of such asso-
ciation without offering such assistance.
(3) Extension of interim financing period

The period for repayment of capital assist-
ance provided under the minority interim cap-
ital assistance program shall be not less than
2 years.
(4) Interest rate

The rate of interest imposed by the Corpora-
tion in connection with any interim financing
provided under the minority interim capital
assistance program may not exceed the aver-
age cost of funds to the Corporation as of the
time such rate is established.
(5) Definitions

For purposes of this subsection, the follow-
ing definitions shall apply:

(A) Minority
The term ‘‘minority’’ has the meaning

given to such term by section 1204(c)(3) of
the Financial Institutions Reform, Recov-
ery 18 and Enforcement Act of 1989.
(B) Acquisition

The term ‘‘acquisition’’ means any trans-
action in which a savings association is ac-
quired (as defined in section 1823(f)(8)(B) of
this title).

(v) Continuation of obligation to provide services
No person obligated to provide services to an

insured depository institution at the time the
Resolution Trust Corporation is appointed con-
servator or receiver for the institution shall fail
to provide those services to any person to whom
the right to receive those services was trans-
ferred by the Resolution Trust Corporation after

August 9, 1989, unless the refusal is based on the
transferee’s failure to comply with any material
term or condition of the original obligation.
This subsection does not limit any authority of
the Resolution Trust Corporation as conservator
or receiver under section 1821(e) of this title.
(w) RTC management reforms

(1) Comprehensive business plan
The Corporation shall establish and main-

tain a comprehensive business plan covering
the operations of the Corporation, including
the disposition of assets, for the remainder of
the Corporation’s existence.
(2) Marketing real property on an individual

basis
The Corporation shall—

(A) market any undivided or controlling
interest in real property, whether held di-
rectly or indirectly by an institution de-
scribed in subsection (b)(3)(A) of this sec-
tion, on an individual basis, including sales
by auction, for no fewer than 120 days before
such assets may be made available for sale
or other disposition on a portfolio basis or
otherwise included in a multiasset sales ini-
tiative, except that this subparagraph does
not apply to assets that are—

(i) sold simultaneously with a resolution
in which a buyer purchases a significant
proportion of the assets and assumes a sig-
nificant proportion of the liabilities, or
acts as agent of the Corporation for pur-
poses of paying insured deposits, of an in-
stitution described in subsection (b)(3)(A)
of this section; or

(ii) transferred to a new institution orga-
nized pursuant to section 1821(d)(2)(F) of
this title; and

(B) prescribe regulations—
(i) to require that the sale or other dis-

position of any asset consisting of real
property on a portfolio basis or in connec-
tion with any multiasset sales initiative
after the end of the 120-day period de-
scribed in subparagraph (A) be justified in
writing; and

(ii) to carry out the requirements of sub-
paragraph (A).

(3) Disposition of real estate related assets
(A) Procedures for disposition of real estate

related assets
The Corporation shall not sell real prop-

erty or any nonperforming real estate loan
which the Corporation has acquired as re-
ceiver or conservator, unless—

(i) the Corporation has assigned respon-
sibility for the management and disposi-
tion of such asset to a qualified person or
entity to—

(I) analyze each asset on an asset-by-
asset basis and consider alternative dis-
position strategies for such asset;

(II) develop a written management and
disposition plan; and

(III) implement that plan for a reason-
able period of time; or

(ii) the Corporation has made a deter-
mination in writing that a bulk trans-
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action would maximize net recovery to the
Corporation, while providing opportunity
for broad participation by qualified bid-
ders, including minority- and women-
owned businesses.

(B) Definitions
In defining any term for purposes of sub-

paragraph (A), the Corporation may, by reg-
ulation, define—

(i) the term ‘‘asset’’ so as to include
properties or loans which are legally sepa-
rate and distinct properties or loans, but
which have sufficiently common charac-
teristics such that they may be logically
treated as a single asset; and

(ii) the term ‘‘qualified person or entity’’
so as to include any employee of the Thrift
Depositor Protection Oversight Board or
any employee assigned to the Corporation
under subsection (b)(8) of this section.

(C) Exceptions
This paragraph shall not apply to—

(i) assets that are—
(I) sold simultaneously with a resolu-

tion in which a buyer purchases a signifi-
cant proportion of the assets and as-
sumes a significant proportion of the li-
abilities (or acts as agent of the Corpora-
tion for purposes of paying insured de-
posits) of an institution described in sub-
section (b)(3)(A) of this section; or

(II) transferred to a new institution or-
ganized pursuant to section 1821(d)(2)(F)
of this title;

(ii) nonperforming real estate loans with
a book value of not more than $1,000,000;

(iii) real property with a book value of
not more than $400,000; or

(iv) real property with a book value of
more than $400,000 or nonperforming real
estate loans with a book value of more
than $1,000,000 for which the Corporation
determines, in writing, that a disposition
not in conformity with the requirements
of subparagraph (A) will bring a greater re-
turn to the Corporation.

(D) Coordination with paragraph (2)
No provision of this paragraph shall super-

sede the requirements of paragraph (2).
(4) Division of minorities and women programs

(A) In general
The Corporation shall maintain a division

of minorities and women programs.
(B) Vice president

The head of the division shall be a vice
president of the Corporation and a member
of the executive committee of the Corpora-
tion.

(5) Chief financial officer
(A) In general

The chief executive officer of the Corpora-
tion shall appoint a chief financial officer
for the Corporation.
(B) Authority

The chief financial officer of the Corpora-
tion shall—

(i) have no operating responsibilities
with respect to the Corporation other than
as chief financial officer;

(ii) report directly to the chief executive
officer of the Corporation; and

(iii) have such authority and duties of
chief financial officers of agencies under
section 902 of title 31 as the Thrift Deposi-
tor Protection Oversight Board determines
to be appropriate with respect to the Cor-
poration.

(6) Basic ordering agreements
(A) Revision of procedures

The Corporation shall revise the procedure
for reviewing and qualifying applicants for
eligibility for future contracts in a specified
service area (commonly referred to as ‘‘basic
ordering agreements’’ or ‘‘task ordering
agreements’’) in such manner as may be nec-
essary to ensure that small businesses, mi-
norities, and women are not inadvertently
excluded from eligibility for such contracts.
(B) Review of lists

To ensure the maximum participation
level possible of minority- and women-owned
businesses, the Corporation shall—

(i) review all lists of contractors deter-
mined to be eligible for future contracts in
a specified service area and other contract-
ing mechanisms; and

(ii) prescribe appropriate regulations and
procedures.

(7) Improvement of contracting systems and
contractor oversight

The Corporation shall—
(A) maintain such procedures and uniform

standards for—
(i) entering into contracts between the

Corporation and private contractors; and
(ii) overseeing the performance of con-

tractors and subcontractors under such
contracts and compliance by contractors
and subcontractors with the terms of con-
tracts and applicable regulations, orders,
policies, and guidelines of the Corporation,

as may be appropriate in carrying out the
Corporation’s operations in as efficient and
economical a manner as may be practicable;

(B) commit sufficient resources, including
personnel, to contract oversight and the en-
forcement of all laws, regulations, orders,
policies, and standards applicable to con-
tracts with the Corporation; and

(C) maintain uniform procurement guide-
lines for basic goods and administrative
services to prevent the acquisition of such
goods and services at widely different prices.

(8) Audit committee
(A) Establishment

The Thrift Depositor Protection Oversight
Board shall establish and maintain an audit
committee.
(B) Duties

The audit committee shall have the fol-
lowing duties:

(i) Monitor the internal controls of the
Corporation.
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(ii) Monitor the audit findings and rec-
ommendations of the inspector general of
the Corporation and the Comptroller Gen-
eral of the United States and the Corpora-
tion’s response to the findings and recom-
mendations.

(iii) Maintain a close working relation-
ship with the inspector general of the Cor-
poration and the Comptroller General of
the United States.

(iv) Regularly report the findings and
any recommendation of the audit commit-
tee to the Corporation and the Thrift De-
positor Protection Oversight Board.

(v) Monitor the financial operations of
the Corporation and report any incipient
problem identified by the audit committee
to the Corporation and the Thrift Deposi-
tor Protection Oversight Board.

(C) Federal Advisory Committee Act not ap-
plicable

The audit committee is not an advisory
committee within the meaning of section
3(2) of the Federal Advisory Committee Act.

(9) Corrective responses to audit problems
The Corporation shall—

(A) respond to problems identified by audi-
tors of the Corporation’s financial and asset-
disposition operations, including problems
identified in audit reports by the inspector
general of the Corporation, the Comptroller
General of the United States, and the audit
committee; or

(B) certify to the Thrift Depositor Protec-
tion Oversight Board that no action is nec-
essary or appropriate.

(10) Assistant general counsel for professional
liability

(A) Appointment
The Corporation shall appoint, within the

division of legal services of the Corporation,
an assistant general counsel for professional
liability.
(B) Duties

The assistant general counsel for profes-
sional liability shall—

(i) direct the investigation, evaluation,
and prosecution of all professional liabil-
ity claims involving the Corporation; and

(ii) supervise all legal, investigative, and
other personnel and contractors involved
in the litigation of such claims.

(C) Semiannual reports to the Congress
The assistant general counsel for profes-

sional liability shall submit to the Congress
a comprehensive litigation report, not later
than—

(i) April 30 of each year for the 6-month
period ending on March 31 of that year;
and

(ii) October 31 of each year for the 6-
month period ending on September 30 of
that year.

(D) Contents of reports
The semiannual reports required under

subparagraph (C) shall each address the ac-
tivities of the counsel for professional liabil-

ity under subparagraph (B) and all civil ac-
tions—

(i) in which the Corporation is a party,
which are filed against—

(I) directors or officers of depository
institutions described in subsection
(b)(3)(A) of this section; or

(II) attorneys, accountants, appraisers,
or other licensed professionals who per-
formed professional services for such de-
pository institutions; and

(ii) which are initiated or pending during
the period covered by the report.

(11) Management information system
The Corporation shall maintain an effective

management information system capable of
providing complete and current information to
the extent the provision of such information is
appropriate and cost-effective.

(12) Internal controls against fraud, waste, and
abuse

The Corporation shall maintain effective in-
ternal controls designed to prevent fraud,
waste, and abuse, identify any such activity
should it occur, and promptly correct any such
activity.

(13) Failure to appoint certain officers of the
Corporation

The failure to fill any position established
under this section or any vacancy in any such
position, shall be treated as a failure to com-
ply with the requirements of this subsection
for purposes of subsection (i)(4) of this section.

(14) Reports
(A) Disclosure of expenditures

The Corporation shall include in the an-
nual report submitted pursuant to sub-
section (k)(4) of this section an itemization
of the expenditures of the Corporation dur-
ing the year for which funds provided pursu-
ant to subsection (i)(3) of this section were
used.

(B) Public disclosure of salaries
The Corporation shall include in the an-

nual report submitted pursuant to sub-
section (k)(4) of this section a disclosure of
the salaries and other compensation paid
during the year covered by the report to di-
rectors and senior executive officers at any
depository institution for which the Cor-
poration has been appointed conservator or
receiver.

(15) Minority- and women-owned businesses
contract parity guidelines

The Corporation shall establish guidelines
for achieving the goal of a reasonably even
distribution of contracts awarded to the var-
ious subgroups of the class of minority- and
women-owned businesses and minority- and
women-owned law firms whose total number of
certified contractors comprise not less than 5
percent of all minority- and women-owned cer-
tified contractors. The guidelines may reflect
the regional and local geographic distributions
of minority subgroups. The distribution of
contracts should not be accomplished at the



Page 333 TITLE 12—BANKS AND BANKING § 1441a

expense of any eligible minority- or women-
owned business or law firm in any subgroup
that falls below the 5 percent threshold in any
region or locality.

(16) Contract sanctions for failure to comply
with subcontract and joint venture re-
quirements

The Corporation shall prescribe regulations
which provide sanctions, including contract
penalties and suspensions, for violations by
contractors of requirements relating to sub-
contractors and joint ventures.

(17) Minority preference in acquisition of insti-
tutions in predominantly minority neigh-
borhoods

(A) In general
In considering offers to acquire any in-

sured depository institution, or any branch
of an insured depository institution, located
in a predominantly minority neighborhood
(as defined in regulations prescribed under
subsection (s) of this section), the Corpora-
tion shall give preference to an offer from
any minority individual, minority-owned
business, or a minority depository institu-
tion, over any other offer that results in the
same cost to the Corporation, as determined
under section 1823(c)(4) of this title.

(B) Capital assistance
(i) Eligibility

In order to effectuate the purposes of
this paragraph, any minority individual,
minority-owned business, or a minority
depository institution shall be eligible for
capital assistance under the minority in-
terim capital assistance program estab-
lished under subsection (u)(1) of this sec-
tion and subject to the provisions of sub-
section (u)(3) of this section, to the extent
that such assistance is consistent with the
application of section 1823(c)(4) of this
title.

(ii) Terms and conditions
Subsection (u)(4) of this section shall not

apply to capital assistance provided under
this subparagraph.

(C) Performing assets
In the case of an acquisition of any deposi-

tory institution or branch described in sub-
paragraph (A) by any minority individual,
minority-owned business, or a minority de-
pository institution, the Corporation may
provide, in connection with such acquisition
and in addition to performing assets of the
depository institution or branch, other per-
forming assets under the control of the Cor-
poration in an amount (as determined on the
basis of the Corporation’s estimate of the
fair market value of the assets) not greater
than the amount of net liabilities carried on
the books of the institution or branch, in-
cluding deposits, which are assumed in con-
nection with the acquisition.

(D) First priority for disposition of assets
In the case of an acquisition of any deposi-

tory institution or branch described in sub-

paragraph (A) by any minority individual,
minority-owned business, or a minority de-
pository institution, the disposition of the
performing assets of the depository institu-
tion or branch to such individual, business,
or minority depository institution shall
have a first priority over the disposition by
the Corporation of such assets for any other
purpose.
(E) Definitions

For purposes of this paragraph, the follow-
ing definitions shall apply:

(i) Acquire
The term ‘‘acquire’’ has the same mean-

ing as in section 1823(f)(8)(B) of this title.
(ii) Minority

The term ‘‘minority’’ has the same
meaning as in section 1204(c)(3) of the Fi-
nancial Institutions Reform, Recovery,
and Enforcement Act of 1989.
(iii) Minority depository institution

The term ‘‘minority depository institu-
tion’’ has the same meaning as in sub-
section (s)(2) of this section.
(iv) Minority-owned business

The term ‘‘minority-owned business’’ has
the same meaning as in subsection (r)(4) of
this section.

(18) Subcontracts with minority- and women-
owned businesses

(A) Goals and procedures
(i) Reasonable goals

The Corporation shall establish reason-
able goals for contractors for services with
the Corporation to subcontract with
minority- and women-owned businesses
and law firms.
(ii) Procedures

The Corporation may not enter into any
contract for the provision of services to
the Corporation, including legal services,
under which the contractor would receive
fees or other compensation in an amount
equal to or greater than $500,000, unless
the Corporation requires the contractor to
subcontract with minority- or women-
owned businesses, including law firms, and
to pay fees or other compensation to such
businesses in an amount commensurate
with the percentage of services provided
by the business.
(iii) Exceptions

The Corporation may exclude a contract
from the requirements of clause (ii) if the
Chief Executive Officer of the Corporation
determines in writing that imposing such
a subcontracting requirement would—

(I) substantially increase the cost of
contract performance; or

(II) undermine the ability of the con-
tractor to perform its obligations under
the contract.

(B) Limited waiver authority
(i) In general

The Corporation may grant a waiver
from the application of this paragraph to
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any contractor with respect to a contract
described in subparagraph (A)(ii), if the
contractor certifies to the Corporation
that it has determined that no eligible
minority- or women-owned business is
available to enter into a subcontract (with
respect to such contract) and provides an
explanation of the basis for such deter-
mination.
(ii) Waiver procedures

Any determination to grant a waiver
under clause (i) shall be made in writing
by the Chief Executive Officer of the Cor-
poration.

(C) Report
Each quarterly report submitted by the

Corporation pursuant to subsection (k)(7) of
this section shall contain a description of
each exception granted under subparagraph
(A)(iii) and each waiver granted under sub-
paragraph (B) during the quarter covered by
the report.
(D) Definitions

For purposes of this paragraph, the follow-
ing definitions shall apply:

(i) Minority
The term ‘‘minority’’ has the same

meaning as in section 1204(c)(3) of the Fi-
nancial Institutions Reform, Recovery,
and Enforcement Act of 1989.
(ii) Minority- and women-owned business

The terms ‘‘minority-owned business’’
and ‘‘women-owned business’’ have the
same meanings as in subsection (r)(4) of
this section.

(19) Contracting procedures
(A) Procedures

In awarding any contract subject to the
competitive bidding process, the Corporation
shall apply competitive bidding procedures
that are no less stringent than those in ef-
fect on December 17, 1993.
(B) Cost to taxpayer

Nothing in this chapter, or any other pro-
vision of law, shall supersede the Corpora-
tion’s primary duty of minimizing costs to
the taxpayer and maximizing the total re-
turn to the Government.

(20) Management of legal services
To improve the management of legal serv-

ices, the Corporation—
(A) shall utilize staff counsel when such

utilization would provide the same level of
quality in legal services as the use of outside
counsel at the same or a lower estimated
cost; and

(B) may only employ outside counsel—
(i) if the use of outside counsel would

provide the most practicable, efficient, and
cost-effective resolution to the action; and

(ii) under a negotiated fee, contingent
fee, or competitively bid fee agreement.

(21) Client responsiveness units
The Corporation shall ensure that every re-

gional office of the Corporation contains a cli-

ent responsiveness unit responsible to the Cor-
poration’s ombudsman.

(x) Limitation on excessive compensation and
cash awards

(1) Establishment of performance appraisal
system required

The Corporation shall be treated as an agen-
cy for purposes of sections 4302 and 4304 of title
5.
(2) Procedures for payment of cash awards

(A) In general
Sections 4502, 4503, and 4505a of title 5 shall

apply with respect to the Corporation.
(B) Limitation on amount of cash awards

For purposes of determining the amount of
any performance-based cash award payable
to any employee of the Corporation under
section 4505a of title 5, the amount of basic
pay of the employee which may be taken
into account under such section shall not ex-
ceed the amount which is equal to the an-
nual rate of basic pay payable for level I of
the Executive Schedule.

(3) All other cash awards and bonuses prohib-
ited

Except as provided in paragraph (2), no cash
award or bonus may be made to any employee
of the Corporation.
(4) Limitations on cash awards and bonuses

No employee shall receive any cash award or
bonus if such employee has given notice of an
intent to resign to take a position in the pri-
vate sector before the payment of such cash
award or bonus or accepts employment in the
private sector not later than 60 days after re-
ceipt of such award or bonus.
(5) Limitation on excessive compensation

Except as provided in paragraphs (6) and (7),
no employee may receive a total amount of al-
lowances, benefits, basic pay, and other com-
pensation, including bonuses and other
awards, in excess of the total amount of allow-
ances, benefits, basic pay, and other com-
pensation, including bonuses and other
awards, which are provided to the chief execu-
tive officer of the Corporation.
(6) No reduction in rate of pay

The annual rate of basic pay and benefits,
including any regional pay differential, pay-
able to any employee who was an employee as
of December 17, 1993, for any year ending after
December 17, 1993, shall not be reduced, by rea-
son of paragraph (5), below the annual rate of
basic pay and benefits, including any regional
pay differential, paid to such employee, by
reason of such employment, as of December 17,
1993.
(7) Employees serving in acting or temporary

capacity
In the case of any employee who, as of De-

cember 17, 1993, is serving in an acting capac-
ity or is otherwise temporarily employed at a
higher grade than such employee’s regular
grade or position of employment—

(A) the annual rate of basic pay and bene-
fits, including any regional pay differential,
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payable to such employee in such capacity
or at such higher grade shall not be reduced
by reason of paragraph (5) so long as such
employee continues to serve in such capac-
ity or at such higher grade; and

(B) after such employee ceases to serve in
such capacity or at such higher grade, para-
graph (6) shall be applied with respect to
such employee by taking into account only
the annual rate of basic pay and benefits, in-
cluding any regional pay differential, pay-
able to such employee in such employee’s
regular grade or position of employment.

(8) Definitions
(A) Allowances

For purposes of paragraph (5), the term
‘‘allowances’’ does not include any allow-
ance for travel and subsistence expenses in-
curred by an employee while away from
home or designated post of duty on official
business.
(B) Employee

For purposes of this subsection and sec-
tions 4302, 4502, 4503, and 4505a of title 5 (as
applicable with respect to this subsection),
the term ‘‘employee’’ includes any officer or
employee assigned to the Corporation under
subsection (b)(8) of this section and any offi-
cer or employee of the Thrift Depositor Pro-
tection Oversight Board.

(y) Authority to execute contracts
(1) Authorized persons

A person may execute a contract on behalf
of the Corporation for the provision of goods
or services only if—

(A) that person—
(i) is a warranted contracting officer ap-

pointed by the Corporation, or is a manag-
ing agent of a savings association under
the conservatorship of the Corporation;
and

(ii) provides appropriate certification or
other identification, as required by the
Corporation in accordance with paragraph
(2);

(B) the notice described in paragraph (4) is
included in the written contract; and

(C) that person has appropriate authority
to execute the contract on behalf of the Cor-
poration in accordance with the notice pub-
lished by the Corporation in accordance with
paragraph (5).

(2) Presentation of identification
Prior to executing any contract described in

paragraph (1) with any person, a warranted
contracting officer or managing agent shall
present to that person—

(A) a valid certificate of appointment (or
such other identification as may be required
by the Corporation) that is signed by the ap-
propriate officer of the Corporation; or

(B) a copy of such certificate, authenti-
cated by the Corporation.

(3) Treatment of unauthorized contracts
A contract described in paragraph (1) that

fails to meet the requirements of this sec-
tion—

(A) shall be null and void; and
(B) shall not be enforced against the Cor-

poration or its agents by any court.

(4) Inclusion of notice in contract terms
Each written contract described in para-

graph (1) shall contain a clear and conspicuous
statement (in boldface type) in immediate
proximity to the space reserved for the signa-
tures of the contracting parties as follows:

‘‘Only warranted contracting officers ap-
pointed by the Resolution Trust Corporation
or managing agents of associations under the
conservatorship of the Resolution Trust Cor-
poration have the authority to execute con-
tracts on behalf of the Resolution Trust Cor-
poration. Such persons have certain limits on
their contracting authority. The nature and
extent of their contracting authority levels
are published in the Federal Register.

‘‘A warranted contracting officer or a man-
aging agent must present identification in the
form of a signed certificate of appointment (or
an authenticated copy of such certificate) or
other identification, as required by the Cor-
poration, prior to executing any contract on
behalf of the Resolution Trust Corporation.

‘‘Any contract that is not executed by a war-
ranted contracting officer or the managing
agent of a savings association under the con-
servatorship of the Resolution Trust Corpora-
tion, acting in conformity with his or her con-
tracting authority, shall be null and void, and
will not be enforceable by any court.’’

(5) Notice of requirements
Not later than 30 days after December 17,

1993, the Corporation shall publish notice in
the Federal Register of—

(A) the requirements for appointment by
the Corporation as a warranted contracting
officer; and

(B) the nature and extent of the contract-
ing authority to be exercised by any war-
ranted contracting officer or managing
agent.

(6) Exception
This section does not apply to—

(A) any contract between the Corporation
and any other person governing the purchase
or assumption by that person of—

(i) the ownership of a savings association
under the conservatorship of the Corpora-
tion; or

(ii) the assets or liabilities of a savings
association under the conservatorship or
receivership of the Corporation; or

(B) any contract executed by the Inspector
General of the Corporation (or any designee
thereof) for the provision of goods or serv-
ices to the Office of the Inspector General of
the Corporation.

(7) Execution of contracts
For purposes of this subsection, the execu-

tion of a contract includes all modifications to
such contract.

(8) Effective date
The requirements of this subsection shall

apply to all contracts described in paragraph
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(1) executed on or after the date which is 45
days after December 17, 1993.

(z) Additional contracting requirements
(1) In general

No person shall execute, on behalf of the
Corporation, any contract, or modification to
a contract, for goods or services exceeding
$100,000 in value unless the person executing
the contract or modification states in writing
that—

(A) the contract or modification is for a
fixed price, the person has received a written
cost estimate for the contract or modifica-
tion, or a cost estimate cannot be obtained
as a practical matter with an explanation of
why such a cost estimate cannot be obtained
as a practical matter;

(B) the person has received the written
statement described in paragraph (2); and

(C) the person is satisfied that the con-
tract or modification to be executed has
been approved by a person legally authorized
to do so pursuant to a written delegation of
authority.

(2) Written delegation of authority
A person who authorizes a contract, or a

modification to a contract, involving the Cor-
poration for goods or services exceeding
$100,000 in value shall state, in writing, that he
or she has been delegated the authority, pur-
suant to a written delegation of authority, to
authorize that contract or modification.

(3) Effect of failure to comply
The failure of any person executing a con-

tract, or a modification of a contract, on be-
half of the Corporation, or authorizing such a
contract or modification of a contract, to
comply with the requirements of this sub-
section shall not void, or serve as grounds to
void or rescind, any otherwise properly exe-
cuted contract.

(July 22, 1932, ch. 522, § 21A, as added Pub. L.
101–73, title V, § 501(a), Aug. 9, 1989, 103 Stat. 363;
amended Pub. L. 101–625, title VIII, § 804(d), title
IX, § 914(c), Nov. 28, 1990, 104 Stat. 4323, 4395; Pub.
L. 101–647, title XXV, §§ 2526(c), 2540, Nov. 29,
1990, 104 Stat. 4876, 4885; Pub. L. 102–18, title I,
§§ 101, 102(a), 103(a), 104, 105, title II, §§ 201, 202,
title III, § 301, title IV, § 401, Mar. 23, 1991, 105
Stat. 58, 60–63, 65; Pub. L. 102–139, title V, § 523(a),
Oct. 28, 1991, 105 Stat. 781; Pub. L. 102–233, title
I, §§ 101, 103, 105, 106(a)–(e)(1), title II, § 201, title
III, §§ 302(b), (c), 303–312, 314, 316, title IV, §§ 401,
402(a), 403–405, title V, § 501, title VI, §§ 601–611,
613–617, Dec. 12, 1991, 105 Stat. 1761–1765,
1767–1770, 1772–1774, 1776–1789; Pub. L. 102–242,
title I, § 141(a)(3), title II, § 251(c)(1), title IV,
§ 471, Dec. 19, 1991, 105 Stat. 2276, 2333, 2385; Pub.
L. 102–378, § 5(e), Oct. 2, 1992, 106 Stat. 1358; Pub.
L. 102–550, title V, §§ 503(c)(3), 509(i), title XVI,
§§ 1611(a), (d)(1)–(3), 1612, 1613(a)(1)–(6), (8), (b)–(h),
1614(a)(1)–(5), (7), (b), 1615(a)(2), 1616, Oct. 28, 1992,
106 Stat. 3780, 3783, 4090–4096; Pub. L. 103–204,
§§ 2–3(b), 4(a), 5(a), (b)(2), 7, 12, 14(a)(1), (c)(2),
(d)(1), (e)(1), (f)(1), 15(a), 16(a), 17(a), 21(b), 24,
27(a), 29–31, 36, Dec. 17, 1993, 107 Stat. 2370–2380,
2382, 2383, 2390, 2391, 2395–2400, 2406, 2408,
2410–2413, 2415; Pub. L. 103–211, title IV, § 406, Feb.

12, 1994, 108 Stat. 41; Pub. L. 103–325, title VI,
§ 602(b), Sept. 23, 1994, 108 Stat. 2291; Pub. L.
103–328, title II, § 201(b), Sept. 29, 1994, 108 Stat.
2368; Pub. L. 104–66, title II, § 2231, Dec. 21, 1995,
109 Stat. 733; Pub. L. 104–208, div. A, title II,
§ 2704(d)(11)(B)–(D), Sept. 30, 1996, 110 Stat.
3009–489; Pub. L. 105–135, title VI, § 604(b), Dec. 2,
1997, 111 Stat. 2633; Pub. L. 106–400, § 2, Oct. 30,
2000, 114 Stat. 1675.)

REFERENCES IN TEXT

Level II of the Executive Schedule, referred to in sub-
sec. (a)(4)(C), is set out in section 5313 of Title 5, Gov-
ernment Organization and Employees.

Section 9105 of title 31, referred to in subsec. (b)(2),
was amended generally by Pub. L. 101–576, title III,
§ 305, Nov. 15, 1990, 104 Stat. 2853, and, as so amended, no
longer contains provisions relating to mixed-ownership
Government corporations having capital of the Govern-
ment.

August 9, 1989, referred to in subsec. (b)(10)(C)(ii), was
in the original ‘‘the date of enactment of the Financial
Institutions Reform, Recovery and Enforcement Act of
1989’’, and was translated as meaning the date of enact-
ment of the Financial Institutions Reform, Recovery,
and Enforcement Act of 1989, Pub. L. 101–73, to reflect
the probable intent of Congress.

Section 519(a) of the Department of Veterans Affairs
and Housing and Urban Development, and Independent
Agencies Appropriations Act, 1991, referred to in sub-
sec. (b)(10)(C)(ii), is section 519(a) of Pub. L. 101–507, 104
Stat. 1386, which is not classified to the Code.

The Financial Institutions Reform, Recovery, and
Enforcement Act of 1989, referred to in subsecs.
(c)(6)(A)(ii), (j)(2)(A), (m)(3)(B), (s)(2)(C), (t)(3)(A),
(u)(5)(A), and (w)(17)(E)(ii), (18)(D)(i), is Pub. L. 101–73,
Aug. 9, 1989, 103 Stat. 183. Section 404(9) of the Act is set
out in a note under section 1437 of this title. Section
1204(c)(3) of the Act is set out as a note under section
1811 of this title. For complete classification of this Act
to the Code, see Short Title of 1989 Amendment note
set out under section 1811 of this title and Tables.

The United States Housing Act of 1937, referred to in
subsec. (c)(6)(B) is act Sept. 1, 1937, ch. 896, as revised
generally by Pub. L. 93–383, title II, Aug. 22, 1974, 88
Stat. 653, which is classified generally to chapter 8
(§ 1437 et seq.) of Title 42, The Public Health and Wel-
fare. For complete classification of this Act to the
Code, see Short Title note set out under section 1437 of
Title 42 and Tables.

The McKinney-Vento Homeless Assistance Act, re-
ferred to in subsec. (c)(6)(B), is Pub. L. 100–77, July 22,
1987, 101 Stat. 482, as amended. Title IV of the Act is
classified principally to subchapter IV (§ 11361 et seq.)
of chapter 119 of Title 42. For complete classification of
this Act to the Code, see Short Title note set out under
section 11301 of Title 42 and Tables.

Section 810 of the Housing and Community Develop-
ment Act of 1974, referred to in subsec. (c)(6)(B), (E)(i),
is section 810 of Pub. L. 93–383, which was classified to
section 1706e of this title, and was repealed by Pub. L.
101–625, title II, § 289(b), Nov. 28, 1990, 104 Stat. 4128.

The National Housing Act, referred to in subsec.
(c)(6)(B), is act June 27, 1934, ch. 847, 48 Stat. 1246, as
amended, which is classified principally to chapter 13
(§ 1701 et seq.) of this title. For complete classification
of this Act to the Code, see section 1701 of this title and
Tables.

The Housing Act of 1949, referred to in subsec.
(c)(6)(C), is act July 15, 1949, ch. 338, 63 Stat. 413, as
amended. Title V of the Housing Act of 1949 is classified
generally to subchapter III (§ 1471 et seq.) of chapter 8A
of Title 42, The Public Health and Welfare. For com-
plete classification of this Act to the Code, see Short
Title note set out under section 1441 of Title 42 and
Tables.

The Cranston-Gonzalez National Affordable Housing
Act, referred to in subsec. (c)(6)(E)(i), is Pub. L. 101–625,
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Nov. 28, 1990, 104 Stat. 4079. Title II of the Act, known
as the HOME Investment Partnerships Act, is classified
principally to subchapter II (§ 12721 et seq.) of chapter
130 of Title 42. For complete classification of this Act
to the Code, see Short Title note set out under section
12701 of Title 42 and Tables.

The Housing and Community Development Act of
1968, referred to in subsec. (c)(9)(B)(iii), probably means
the Housing and Urban Development Act of 1968, Pub.
L. 90–448, Aug. 1, 1968, 82 Stat. 476, as amended. Title IX
of the Act is classified principally to chapter 49 (§ 3931
et seq.) of Title 42. For complete classification of this
Act to the Code, see Short Title of 1968 Amendments
note set out under section 1701 of this title and Tables.

Section 14(b) of the Resolution Trust Corporation
Completion Act, referred to in subsec. (c)(17)(A), is sec-
tion 14(b) of Pub. L. 103–204, which is set out as a note
under section 1831q of this title.

The Federal Advisory Committee Act, referred to in
subsecs. (d)(5) and (w)(8)(C), is Pub. L. 92–463, Oct. 6,
1972, 86 Stat. 770, as amended, which is set out in the
Appendix to Title 5, Government Organization and Em-
ployees.

The Home Owners’ Loan Act, referred to in subsec.
(k)(9), is act June 13, 1933, ch. 64, 48 Stat. 128, as amend-
ed, which is classified generally to chapter 12 (§ 1461 et
seq.) of this title. For complete classification of this
Act to the Code, see section 1461 of this title and
Tables.

Section 6(c) of the Resolution Trust Corporation
Completion Act, referred to in subsec. (m)(3)(A), is sec-
tion 6(c) of Pub. L. 103–204, which is set out below.

The Securities Act of 1933, referred to in subsec.
(o)(1), is act May 27, 1933, ch. 38, title I, 48 Stat. 74, as
amended, which is classified generally to subchapter I
(§ 77a et seq.) of chapter 2A of Title 15, Commerce and
Trade. For complete classification of this Act to the
Code, see section 77a of Title 15 and Tables.

Level I of the Executive Schedule, referred to in sub-
sec. (x)(2)(B), is set out in section 5312 of Title 5, Gov-
ernment Organization and Employees.

AMENDMENTS

2000—Subsecs. (b)(16), (17)(A)(ii), (c)(6)(B). Pub. L.
106–400 substituted ‘‘McKinney-Vento Homeless Assist-
ance Act’’ for ‘‘Stewart B. McKinney Homeless Assist-
ance Act’’.

1997—Subsec. (b)(13). Pub. L. 105–135 substituted
‘‘small business concerns, small business concerns
owned and controlled by socially and economically dis-
advantaged individuals, and qualified HUBZone small
business concerns (as defined in section 632(p) of title
15)’’ for ‘‘small business concerns and small business
concerns owned and controlled by socially and eco-
nomically disadvantaged individuals’’.

1996—Subsec. (b)(4)(B). Pub. L. 104–208, § 2704(d)(11)(B),
which directed the amendment of subpar. (B) by sub-
stituting ‘‘Deposit Insurance Fund’’ for ‘‘affected de-
posit insurance fund’’, was not executed. See Effective
Date of 1996 Amendment note below.

Subsec. (b)(6)(B). Pub. L. 104–208, § 2704(d)(11)(C),
which directed the amendment of subpar. (B) by sub-
stituting ‘‘Charter conversions’’ for ‘‘SAIF-insured
banks’’ in heading and ‘‘savings association’’ for ‘‘Sav-
ings Association Insurance Fund member’’ in text, was
not executed. See Effective Date of 1996 Amendment
note below.

Subsec. (b)(10)(A)(iv)(II). Pub. L. 104–208,
§ 2704(d)(11)(D), which directed the amendment of subcl.
(II) by substituting ‘‘Deposit Insurance Fund’’ for
‘‘Savings Association Insurance Fund’’, was not exe-
cuted. See Effective Date of 1996 Amendment note
below.

1995—Subsec. (k)(9). Pub. L. 104–66 substituted ‘‘June
30 and December 31 of each calendar year’’ for ‘‘the end
of each calendar quarter’’.

1994—Subsec. (a)(11). Pub. L. 103–325, § 602(b)(1), sub-
stituted ‘‘a United States district court’’ for ‘‘a United
States District Court’’.

Subsec. (b)(11)(B)(iii). Pub. L. 103–325, § 602(b)(2),
struck out comma after ‘‘chapter 5’’.

Subsec. (b)(11)(E)(iv)(II). Pub. L. 103–325, § 602(b)(3),
substituted ‘‘knowledgeable’’ for ‘‘knowledgable’’.

Subsec. (b)(11)(G). Pub. L. 103–325, § 602(b)(4), inserted
heading.

Subsec. (b)(14)(C)(i). Pub. L. 103–211 added cl. (i) and
struck out former cl. (i) which read as follows: ‘‘the 5-
year period beginning on the date the claim accrues (as
determined pursuant to section 1821(d)(14)(B) of this
title); or’’.

Subsec. (b)(14)(E). Pub. L. 103–328 added subpar. (E).
Subsec. (r)(4). Pub. L. 103–325, § 602(b)(5), substituted

‘‘subsection, the following definitions shall apply:’’ for
‘‘subsection—’’.

Subsec. (s)(2). Pub. L. 103–325, § 602(b)(6), substituted
‘‘subsection, the following definitions shall apply:’’ for
‘‘subsection—’’.

Subsec. (u)(5). Pub. L. 103–325, § 602(b)(7), substituted
‘‘subsection, the following definitions shall apply:’’ for
‘‘subsection—’’.

1993—Subsec. (a)(6)(K). Pub. L. 103–204, § 5(b)(2), added
subpar. (K).

Subsec. (b)(3)(A)(ii). Pub. L. 103–204, § 27(a)(1), sub-
stituted ‘‘such date as is determined by the Chair-
person of the Thrift Depositor Protection Oversight
Board, but not earlier than January 1, 1995, and not
later than July 1, 1995’’ for ‘‘October 1, 1993’’.

Subsec. (b)(4)(C). Pub. L. 103–204, § 3(b), added subpar.
(C).

Subsec. (b)(6). Pub. L. 103–204, §§ 27(a)(2), 36, sub-
stituted ‘‘such date as is determined by the Chair-
person of the Thrift Depositor Protection Oversight
Board under paragraph (3)(A)(ii)’’ for ‘‘October 1, 1993’’
in two places, designated existing provisions as subpar.
(A), inserted heading, and added subpar. (B).

Subsec. (b)(8)(E), (F). Pub. L. 103–204, § 24, added sub-
pars. (E) and (F).

Subsec. (b)(8)(G). Pub. L. 103–204, § 29, added subpar.
(G).

Subsec. (b)(14) to (17). Pub. L. 103–204, §§ 4(a), 15(a),
16(a), 17(a), added pars. (14) to (17).

Subsec. (c)(6)(A)(ii). Pub. L. 103–204, § 14(d)(1), inserted
at end ‘‘The Corporation shall periodically provide, to
a wide range of minority- and women-owned businesses
engaged in providing affordable housing and to non-
profit organizations, more than 50 percent of the con-
trol of which is held by 1 or more minority individuals,
that are engaged in providing affordable housing, infor-
mation that is sufficient to inform such businesses and
organizations of the availability and terms of financing
under this clause; such information may be provided di-
rectly, by notices published in periodicals and other
publications that regularly provide information to such
businesses or organizations, and through persons and
organizations that regularly provide information or
services to such businesses or organizations. For pur-
poses of this clause, the terms ‘women-owned business’
and ‘minority-owned business’ have the meanings given
such terms in subsection (r) of this section, and the
term ‘minority’ has the meaning given such term in
section 1204(c)(3) of the Financial Institutions Reform,
Recovery, and Enforcement Act of 1989.’’

Subsec. (c)(9)(D)(ii). Pub. L. 103–204, § 12(1), added cl.
(ii) and struck out former cl. (ii) which read as follows:
‘‘that has an appraised value that does not exceed
$67,500 in the case of a 1-family residence, $76,000 in the
case of a 2-family residence, $92,000 in the case of a 3-
family residence, and $107,000 in the case of a 4-family
residence.’’

Subsec. (c)(9)(G). Pub. L. 103–204, § 12(2), realigned
margin of subcl. (I) and redesignated it as cl. (i) and
substituted cl. (ii) for subcl. (II) which read as follows:
‘‘that has an appraised value that does not exceed
$67,500 in the case of a 1-family residence, $76,000 in the
case of a 2-family residence, $92,000 in the case of a 3-
family residence, and $107,000 in the case of a 4-family
residence.’’

Subsec. (c)(11)(D). Pub. L. 103–204, § 14(f)(1), added sub-
par. (D).

Subsec. (c)(16), (17). Pub. L. 103–204, § 14(a)(1), (e)(1),
added pars. (16) and (17).
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Subsec. (d)(2). Pub. L. 103–204, § 14(c)(2), amended par.
(2) generally, substituting ‘‘(2) [Reserved]’’ for former
par. (2) which read as follows: ‘‘NATIONAL HOUSING AD-
VISORY BOARD.—

‘‘(A) ESTABLISHMENT.—The Thrift Depositor Protec-
tion Oversight Board shall establish a National Hous-
ing Advisory Board to advise the Thrift Depositor
Protection Oversight Board on policies and programs
related to the provision of affordable housing.

‘‘(B) MEMBERSHIP.—The National Housing Advisory
Board shall consist of—

‘‘(i) the Secretary of Housing and Urban Develop-
ment; and

‘‘(ii) the chairpersons of any regional advisory
boards established pursuant to paragraph (3).
‘‘(C) MEETINGS.—The National Housing Advisory

Board shall meet 4 times a year, or more frequently
if requested by the Thrift Depositor Protection Over-
sight Board.’’
Subsec. (i)(3) to (6). Pub. L. 103–204, § 2, struck out

‘‘until April 1, 1992’’ after ‘‘this section’’ in par. (3) and
added pars. (4) to (6).

Subsec. (m)(1). Pub. L. 103–204, § 7(b), substituted ‘‘De-
cember 31, 1995’’ for ‘‘December 31, 1996’’.

Subsec. (m)(3). Pub. L. 103–204, § 7(a), added par. (3).
Subsec. (q)(1). Pub. L. 103–204, § 21(b)(1), substituted

‘‘regarding—
‘‘(A) a possible violation of any law or regulation;

or
‘‘(B) gross mismanagement, a gross waste of funds,

an abuse of authority, or a substantial and specific
danger to public health or safety;

by the Corporation, the Thrift Depositor Protection
Oversight Board, or such person or any director, offi-
cer, or employee of the Corporation, the Thrift Deposi-
tor Protection Oversight Board, or the person.’’ for ‘‘re-
garding any possible violation of any law or regulation
by the Corporation, the Thrift Depositor Protection
Oversight Board, or such person or any director, offi-
cer, or employee of the Corporation, the Thrift Deposi-
tor Protection Oversight Board, or the person.’’

Subsec. (q)(5). Pub. L. 103–204, § 21(b)(2), added par. (5).
Subsec. (w). Pub. L. 103–204, § 3(a), added subsec. (w).
Subsec. (x). Pub. L. 103–204, § 5(a), added subsec. (x).
Subsec. (y). Pub. L. 103–204, § 30, added subsec. (y).
Subsec. (z). Pub. L. 103–204, § 31, added subsec. (z).
1992—Pub. L. 102–550, § 1613(a)(6), inserted ‘‘Thrift De-

positor Protection’’ before ‘‘Oversight Board’’ in sec-
tion catchline.

Subsec. (a)(2). Pub. L. 102–550, § 1613(b)(2), struck out
second period after ‘‘by this chapter.’’

Pub. L. 102–550, § 1613(b)(1), made technical amend-
ment to directory language of Pub. L. 102–233, § 303(2).
See 1991 Amendment note below.

Subsec. (a)(6). Pub. L. 102–550, § 1613(a)(4), substituted
‘‘Thrift Depositor Protection Oversight’’ for ‘‘Over-
sight’’ in heading.

Subsec. (a)(6)(C). Pub. L. 102–550, § 1613(c)(1), sub-
stituted ‘‘paragraph (8)’’ for ‘‘paragraph (8) of this sub-
section:

‘‘Provided, That if the Thrift Depositor Protection
Oversight Board requires the modification of any over-
all strategies, policies and goals, it shall, within 30
days of the date at which it directs the RTC make such
modification, provide the House and Senate Banking
Committees with an explanation that identifies which
ground justifies the review and giving reasons why the
modification is necessary to satisfy these grounds.’’

Subsec. (a)(8). Pub. L. 102–550, § 1613(f)(1), struck out
‘‘In general’’ before ‘‘The Corporation shall’’.

Subsec. (a)(10). Pub. L. 102–550, § 1613(d)(1), substituted
‘‘Open’’ for ‘‘Quarterly’’ in heading, ‘‘6’’ for ‘‘4’’ in text,
and inserted at end: ‘‘The Thrift Depositor Protection
Oversight Board shall maintain a transcript of the
board’s open meetings.’’

Subsec. (a)(15), (16). Pub. L. 102–550, § 1613(c)(2), added
par. (15) and redesignated former par. (15) as (16).

Subsec. (b)(8)(A). Pub. L. 102–550, § 1613(e), substituted
‘‘Except for the chief executive officer of the Corpora-
tion,’’ for ‘‘Except for its chief executive officer,’’.

Subsec. (b)(8)(B)(i). Pub. L. 102–550, § 1612, made tech-
nical amendment to first reference to December 12,
1991, to correct reference to corresponding provisions of
original act.

Pub. L. 102–378, which directed that subsec. (b)(9)(B)(i)
of this section, as amended by section 201 of Pub. L.
102–233, be amended by striking out the last three sen-
tences, was executed to subsec. (b)(8)(B)(i) of this sec-
tion, to reflect the probable intent of Congress and the
intervening redesignation of par. (9) as (8) by section
310 of Pub. L. 102–233 (see 1991 Amendment note below).
Prior to amendment, last three sentences read as fol-
lows: ‘‘Any employee or officer in the executive service
of the Federal Deposit Insurance Corporation who was
performing services on behalf of the Corporation at
level E–4 or above immediately prior to December 12,
1991, shall continue to be assigned to perform substan-
tially similar services on behalf of the Corporation
after December 12, 1991, unless the Corporation—

‘‘(I) determines that the services of any such em-
ployees are unnecessary, or

‘‘(II) reassigns or substantially alters the respon-
sibilities or duties of any such employees.

If an action described in subclause (I) or (II) occurs, any
such employee with at least 20 years of service, as de-
fined by chapter 83 or chapter 84 of title 5, shall be enti-
tled to an annuity under section 8336(d) or section
8414(b)(1) of title 5, notwithstanding the fact that such
employee has not attained the age of 50 years or has de-
clined another position with the Federal Deposit Insur-
ance Corporation, and the annuity of such employee
shall not be reduced because of the age of such em-
ployee. The Federal Deposit Insurance Corporation
shall reimburse the appropriate retirement insurance
fund for any increased costs it incurs as a result of the
annuities authorized pursuant to this clause.’’

Subsec. (b)(9)(G). Pub. L. 102–550, § 1613(h)(1)(A), sub-
stituted ‘‘(10)(A)(iv)’’ for ‘‘(11)(A)(iv)’’.

Subsec. (b)(9)(I). Pub. L. 102–550, § 1613(h)(1)(B), struck
out ‘‘through its Board of Directors’’ after ‘‘prescribe’’.

Subsec. (b)(10)(A). Pub. L. 102–550, § 1613(h)(2), sub-
stituted ‘‘(9)’’ for ‘‘(10)’’ in introductory provisions and
‘‘(11)’’ for ‘‘(12)’’ in cl. (i).

Subsec. (b)(11)(E)(i). Pub. L. 102–550, § 1613(h)(3), sub-
stituted ‘‘the chief executive officer’s’’ for ‘‘its’’.

Subsec. (c)(3)(E). Pub. L. 102–550, § 1616(a), in cl. (i)(I),
substituted ‘‘property in which the units are located;
and’’ for ‘‘building property structure in which the
units are located: Provided, That’’, in cl. (i)(II), struck
out ‘‘shall be made available for occupancy’’ after
‘‘units purchased’’, inserted ‘‘(including very low-in-
come families taken into account for purposes of sub-
clause (I))’’ after ‘‘very low-income families’’, and sub-
stituted ‘‘property’’ for ‘‘building or structure’’, and in
cl. (ii)(II), substituted ‘‘property’’ for ‘‘building prop-
erty structure’’ after ‘‘useful life of the’’ in two places,
and inserted ‘‘(including very low-income families
taken into account for purposes of subdivision (a) of
this subclause)’’ after ‘‘very low-income families’’ in
subdiv. (b).

Subsec. (c)(7). Pub. L. 102–550, § 1613(h)(4), substituted
‘‘(b)(10)(A)’’ for ‘‘(b)(11)(A)’’.

Subsec. (c)(8)(B). Pub. L. 102–550, § 1616(b), repealed
Pub. L. 102–233, § 611. See 1991 Amendment note below.

Subsec. (c)(8)(B)(ii). Pub. L. 102–550, § 1615(a)(2), sub-
stituted ‘‘subchapter B’’ for ‘‘subchapter A’’.

Subsec. (c)(9)(D)(ii). Pub. L. 102–550, § 503(c)(3), sub-
stituted ‘‘$67,500 in the case of a 1-family residence,
$76,000 in the case of a 2-family residence, $92,000 in the
case of a 3-family residence, and $107,000 in the case of
a 4-family residence’’ for ‘‘the applicable dollar amount
set forth in the first sentence of section 203(b)(2) of the
National Housing Act (without regard to any increase
of such amount for high cost areas)’’.

Subsec. (c)(9)(E)(i)(II), (ii)(II). Pub. L. 102–550, § 509(i),
substituted ‘‘, for such part of the property as may be
attributable to dwelling use (excluding exterior land
improvements), $29,500 per family unit without a bed-
room, $33,816 per family unit with 1 bedroom, $41,120 per
family unit with 2 bedrooms, $53,195 per family unit
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with 3 bedrooms, and $58,392 per family unit with 4 or
more bedrooms’’ for ‘‘the applicable dollar amount set
forth in section 221(d)(3)(ii) of the National Housing Act
for elevator-type structures (without regard to any in-
crease of such amount for high-cost areas)’’.

Subsec. (c)(9)(G)(ii). Pub. L. 102–550, § 503(c)(3), sub-
stituted ‘‘$67,500 in the case of a 1-family residence,
$76,000 in the case of a 2-family residence, $92,000 in the
case of a 3-family residence, and $107,000 in the case of
a 4-family residence’’ for ‘‘the applicable dollar amount
set forth in the first sentence of section 203(b)(2) of the
National Housing Act (without regard to any increase
of such amount for high-cost areas)’’.

Subsec. (c)(10). Pub. L. 102–550, § 1613(d)(2), struck out
at end ‘‘The Thrift Depositor Protection Oversight
Board shall maintain a transcript of its open meet-
ings.’’ See note for subsec. (a)(10) above and 1991
Amendment note below.

Subsec. (d)(1)(B)(ii). Pub. L. 102–550, § 1613(h)(5), sub-
stituted ‘‘paragraph (3)’’ for ‘‘paragraph (2)’’.

Subsec. (i)(3). Pub. L. 102–550, § 1611(a), inserted
comma after ‘‘necessary’’ and after ‘‘billion’’.

Subsec. (k). Pub. L. 102–550, § 1613(a)(1), repealed Pub.
L. 102–233, § 302(c). See 1991 Amendment note below.

Subsec. (k)(3)(B). Pub. L. 102–550, § 1613(h)(6), sub-
stituted ‘‘subsection (b)(10)(B)’’ for ‘‘subsection
(b)(11)(B)’’.

Subsec. (k)(6)(A)(vii). Pub. L. 102–550, § 1613(a)(2), in-
serted ‘‘Thrift Depositor Protection’’ before ‘‘Oversight
Board’s’’.

Subsec. (k)(7). Pub. L. 102–550, § 1611(d)(1), substituted
‘‘preceding calendar quarter’’ for ‘‘quarter ending on
the last day of the month ending before the month in
which such report is required to be submitted’’.

Subsec. (k)(10)(A). Pub. L. 102–550, § 1611(d)(2), which
directed amendment of section ‘‘21A(k)(10) of the Fed-
eral Home Loan Bank Board’’, by inserting ‘‘Thrift De-
positor Protection’’ before ‘‘Oversight Board’’ wherever
appearing, was probably intended as an amendment to
subsec. (k)(10) of this section, which is section 21A of
the Federal Home Loan Bank Act, but was not exe-
cuted in view of similar amendment by Pub. L. 102–233,
§ 302(b). See 1991 Amendment note below for subsec. (k).

Subsec. (k)(11)(A). Pub. L. 102–550, § 1611(d)(3)(A),
which directed amendment by inserting ‘‘Thrift Deposi-
tor Protection’’ before ‘‘Oversight Board’’, as not exe-
cuted in view of similar amendment by Pub. L. 102–233,
§ 302(b). See 1991 Amendment note below for subsec. (k).

Subsec. (k)(11)(B). Pub. L. 102–550, § 1611(d)(3)(B), sub-
stituted ‘‘employees’’ for ‘‘an employee’’ and ‘‘General’’
for ‘‘Government’’.

Subsec. (l)(3)(B). Pub. L. 102–550, § 1613(g), substituted
‘‘for that party or the filing’’ for ‘‘for that party of the
filing’’.

Subsec. (n)(8). Pub. L. 102–550, § 1613(a)(5), inserted
‘‘Thrift Depositor Protection’’ before ‘‘Oversight
Board’’ in heading.

Subsec. (o)(2). Pub. L. 102–550, § 1613(f)(2), substituted
‘‘includes any officer or employee of the Federal De-
posit’’ for ‘‘includes—any officer or employee of the
Federal Deposit’’.

Subsec. (q). Pub. L. 102–550, § 1614(a)(7)(B), redesig-
nated subsec. (q), relating to continuation of obligation
to provide services, as (v).

Pub. L. 102–550, § 1614(a)(7)(A), amended directory lan-
guage of Pub. L. 102–242, § 471. See 1991 Amendment note
below.

Pub. L. 102–550, § 1614(a)(5)(E), transferred and in-
serted subsec. (q), relating to employee protection rem-
edies, after subsec. (p), effective Dec. 19, 1991.

Pub. L. 102–550, § 1613(a)(8), inserted ‘‘Thrift Depositor
Protection’’ before ‘‘Oversight Board’’ in heading of
subsec. (q) relating to employee protection remedies.

Pub. L. 102–550, §§ 1613(a)(3), 1614(b)(4), which directed
identical amendment of subsec. (q), relating to em-
ployee protection remedies, by inserting ‘‘Thrift De-
positor Protection’’ before ‘‘Oversight Board’’, was not
executed in view of similar amendment by Pub. L.
102–233, § 302(b). See 1991 Amendment note below.

Subsec. (r). Pub. L. 102–550, § 1614(a)(5)(A), redesig-
nated subsec. (t) as (r).

Pub. L. 102–550, § 1614(a)(1), amended Pub. L. 102–233,
§ 401, transferring and inserting subsec. (r) [formerly
(t)] after subsec. (p) effective Dec. 12, 1991. See 1991
Amendment note below.

Subsec. (s). Pub. L. 102–550, § 1614(a)(5)(B), redesig-
nated subsec. (u) as (s).

Subsec. (t). Pub. L. 102–550, § 1614(a)(5)(C), redesig-
nated subsec. (v) as (t). Former subsec. (t) redesignated
(r).

Pub. L. 102–550, § 1614(a)(1), amended directory lan-
guage of Pub. L. 102–233, § 401. See 1991 Amendment note
below.

Subsec. (t)(1). Pub. L. 102–550, § 1614(b)(1), substituted
‘‘the minority capital assistance program established
under subsection (u)(1) of this section’’ for ‘‘minority
interim capital assistance program established by the
Oversight Board by regulation pursuant to the strate-
gic plan under subsection (a) of this section’’.

Subsec. (t)(3)(B). Pub. L. 102–550, § 1614(b)(3), sub-
stituted ‘‘section 1823(f)(8)(B)’’ for ‘‘section 1823(c)(8)’’.

Subsec. (u). Pub. L. 102–550, § 1614(a)(5)(D), redesig-
nated subsec. (w) as (u). Former subsec. (u) redesig-
nated (s).

Pub. L. 102–550, § 1614(a)(2), made technical correction
to directory language of Pub. L. 102–233, § 402(a). See
1991 Amendment note below.

Subsec. (u)(1). Pub. L. 102–550, § 1614(b)(2), substituted
‘‘administered by the Corporation pursuant to the pol-
icy statement entitled the ‘Interim Statement of Pol-
icy Regarding Resolutions of Minority-Owned Deposi-
tory Institutions’ adopted by the Corporation on Janu-
ary 30, 1990’’ for ‘‘established by the Oversight Board by
regulation pursuant to the strategic plan under sub-
section (a) of this section’’.

Subsec. (u)(5)(B). Pub. L. 102–550, § 1614(b)(3), sub-
stituted ‘‘section 1823(f)(8)(B)’’ for ‘‘section 1823(c)(8)’’.

Subsec. (v). Pub. L. 102–550, § 1614(a)(7)(B), redesig-
nated subsec. (q), relating to continuation of obligation
to provide services, as (v). Former subsec. (v) redesig-
nated (t).

Pub. L. 102–550, § 1614(a)(3), made technical correction
to directory language of Pub. L. 102–233, § 403. See 1991
Amendment note below.

Subsec. (w). Pub. L. 102–550, § 1614(a)(5)(D), redesig-
nated subsec. (w) as (u).

Pub. L. 102–550, § 1614(a)(4), made technical correction
to directory language of Pub. L. 102–233, § 404. See 1991
Amendment note below.

1991—Subsec. (a). Pub. L. 102–233, § 302(b), substituted
‘‘Thrift Depositor Protection Oversight Board’’ for
‘‘Oversight Board’’ wherever appearing.

Subsec. (a)(2). Pub. L. 102–233, § 303(2), as amended by
Pub. L. 102–550, § 1613(b)(1), inserted before period at end
of first sentence ‘‘and shall be accountable for the du-
ties assigned to the Thrift Depositor Protection Over-
sight Board by this chapter.’’

Pub. L. 102–233, § 303(1), substituted ‘‘monitor the op-
erations of’’ for ‘‘be accountable for’’ in first sentence.

Subsec. (a)(3)(A). Pub. L. 102–233, § 304(1), in introduc-
tory provisions, substituted ‘‘7’’ for ‘‘5’’, added cls. (iii)
through (v), redesignated former cl. (iv) as (vi), and
struck out former cl. (iii) which directed that Sec-
retary of Housing and Urban Development be member
of Board.

Subsec. (a)(3)(E). Pub. L. 102–233, § 304(2), substituted
‘‘4’’ for ‘‘3’’.

Subsec. (a)(5)(I) to (K). Pub. L. 102–18, § 104(b), added
subpar. (I) and redesignated former subpars. (I) and (J)
as (J) and (K), respectively.

Subsec. (a)(6)(A). Pub. L. 102–233, § 305(1), amended
subpar. (A) generally. Prior to amendment, subpar. (A)
read as follows: ‘‘To develop and establish overall strat-
egies, policies, and goals for the Corporation’s activi-
ties in consultation with the Corporation, including
such items as—

‘‘(i) general policies and procedures for case resolu-
tions, the management and disposition of assets, the
use of private contractors, and the use of notes, guar-
antees or other obligations by the Corporation;

‘‘(ii) overall financial goals, plans, and budgets; and



Page 340TITLE 12—BANKS AND BANKING§ 1441a

‘‘(iii) restructuring agreements described in sub-
section (b)(11)(B) of this section.’’
Subsec. (a)(6)(B). Pub. L. 102–233, § 305(2), inserted ‘‘fi-

nancial plans, budgets, and’’ after ‘‘implementation’’.
Subsec. (a)(6)(C). Pub. L. 102–233, § 305(3), amended

subpar. (C) generally and inserted closing provision re-
lating to explanation to Congress of review and modi-
fication. Prior to amendment, subpar. (C) read as fol-
lows: ‘‘To review all rules, regulations, principles, pro-
cedures, and guidelines that may be adopted or an-
nounced by the Corporation. After consultation with
the Corporation, the Oversight Board may require the
modification of any such rules, regulations, principles,
procedures, or guidelines except that the rules, regula-
tions, principles, procedures, and guidelines relating to
the Corporation’s powers and activities as a conserva-
tor or receiver shall be consistent with the Federal De-
posit Insurance Act. The provisions of this subpara-
graph shall not apply to internal administrative poli-
cies and procedures, and determinations or actions de-
scribed in paragraph (8) of this subsection.’’

Subsec. (a)(7). Pub. L. 102–233, § 314(1)(A), substituted
‘‘(b)(11)’’ for ‘‘(b)(12)’’.

Subsec. (a)(8). Pub. L. 102–233, § 314(1)(B), struck out
designation ‘‘(A)’’ and subpar. (B) which set forth limi-
tation on authority of Oversight Board over activities,
powers, or functions of Federal Deposit Insurance Cor-
poration.

Subsec. (a)(8)(A). Pub. L. 102–233, § 306, substituted
‘‘involving (i)’’ for ‘‘(i) involving’’ and ‘‘review overall
strategies, policies, and goals established by the Cor-
poration’’ for ‘‘provide general policies and proce-
dures’’.

Subsec. (a)(10). Pub. L. 102–233, § 314(1)(C), substituted
‘‘review overall strategies, policies, and goals estab-
lished by’’ for ‘‘establish and review the general policy
of’’ and ‘‘matters as pertain to’’ for ‘‘standards, poli-
cies, and procedures necessary to carry out’’.

Subsec. (a)(14)(A). Pub. L. 102–233, § 308, amended sub-
par. (A) generally. Prior to amendment, subpar. (A)
read as follows: ‘‘The Oversight Board shall, subject to
paragraph (6), develop a strategic plan for conducting
the Corporation’s functions and activities. The Over-
sight Board shall submit the strategic plan to the Con-
gress not later than December 31, 1989.’’

Subsec. (b). Pub. L. 102–233, § 302(b), substituted
‘‘Thrift Depositor Protection Oversight Board’’ for
‘‘Oversight Board’’ wherever appearing.

Subsec. (b)(1)(C). Pub. L. 102–233, § 309(a), amended
subpar. (C) generally. Prior to amendment, subpar. (C)
read as follows: ‘‘Immediately upon August 9, 1989, the
Federal Deposit Insurance Corporation shall be author-
ized to and shall perform all responsibilities of the Cor-
poration, and shall continue to do so unless removed
pursuant to subsection (m) of this section.’’

Subsec. (b)(3). Pub. L. 102–233, § 314(2)(A), struck out
‘‘and through the Federal Deposit Insurance Corpora-
tion (or any replacement authorized pursuant to sub-
section (m) of this section)’’ before ‘‘, including:’’.

Subsec. (b)(3)(A)(ii). Pub. L. 102–233, § 103(a), amended
cl. (ii) generally. Prior to amendment, cl. (ii) read as
follows: ‘‘for which a conservator or receiver—

‘‘(I) had been appointed at any time during the pe-
riod beginning on January 1, 1989, and ending on Au-
gust 9, 1989 (including any institution described in
paragraph (6)); or

‘‘(II) is appointed within the 3-year period begin-
ning on August 9, 1989.’’
Subsec. (b)(3)(B). Pub. L. 102–233, § 309(b), amended

subpar. (B) generally. Prior to amendment, subpar. (B)
read as follows: ‘‘To manage the Federal Asset Disposi-
tion Association, subject to the provisions of sub-
section (f) of this section.’’

Subsec. (b)(4). Pub. L. 102–242, § 141(a)(3), designated
existing provisions as subpar. (A), inserted heading, and
added subpar. (B).

Subsec. (b)(6). Pub. L. 102–233, § 103(b), amended par.
(6) generally. Prior to amendment, par. (6) read as fol-
lows: ‘‘As of August 9, 1989, the Corporation shall suc-
ceed the Federal Savings and Loan Insurance Corpora-

tion as conservator or receiver with respect to any in-
stitution for which the Federal Savings and Loan In-
surance Corporation was appointed conservator or re-
ceiver during the period beginning on January 1, 1989
and ending on August 9, 1989.’’

Subsec. (b)(8). Pub. L. 102–233, § 310, redesignated par.
(9) as (8) and struck out former par. (8) which related
to Board of Directors of Corporation.

Subsec. (b)(8)(A). Pub. L. 102–233, § 311(1), substituted
provision directing that Corporation have no employ-
ees except for its chief executive officer for provision
directing that Corporation have no employees unless
Oversight Board exercises subsec. (m) authority.

Subsec. (b)(8)(B)(i). Pub. L. 102–233, § 201(1), amended
cl. (i) generally. Prior to amendment, cl. (i) read as fol-
lows: ‘‘The Federal Deposit Insurance Corporation,
when acting as the exclusive manager of the Corpora-
tion, shall (subject to subsection (a)(6) of this section)
receive reimbursement from the Corporation for all
services performed for the Corporation. Such reim-
bursement may not exceed the actual and reasonable
cost incurred by the Federal Deposit Insurance Cor-
poration in performing such services.’’

Subsec. (b)(8)(C). Pub. L. 102–233, § 201(2), added sub-
par. (C).

Subsec. (b)(8)(D). Pub. L. 102–233, § 311(2), added sub-
par. (D).

Subsec. (b)(9). Pub. L. 102–233, § 310, redesignated par.
(10) as (9). Former par. (9) redesignated (8).

Subsec. (b)(9)(B), (C). Pub. L. 102–233, § 314(2)(B)(i), re-
designated subpars. (C) and (D) as (B) and (C), respec-
tively, and struck out former subpar. (B) which related
to Corporation’s power to provide for certain officers
and employees, define their duties, and require surety
bonds against losses occasioned by their acts.

Subsec. (b)(9)(D). Pub. L. 102–233, § 314(2)(B)(i), redes-
ignated subpar. (E) as (D). Former subpar. (D) redesig-
nated (C).

Pub. L. 102–233, § 309(c), inserted ‘‘using any legally
available private sector methods including without
limitation, securitization of debt or equity, limited
partnerships, mortgage investment conduits, and real
estate investment trusts,’’ after ‘‘real and personal
property,’’.

Subsec. (b)(9)(E) to (I). Pub. L. 102–233, § 314(2)(B)(i),
redesignated subpars. (F) to (J) as (E) to (I), respec-
tively. Former subpar. (E) redesignated (D).

Subsec. (b)(9)(J). Pub. L. 102–233, § 314(2)(B)(i), redesig-
nated subpar. (K) as (J). Former subpar. (J) redesig-
nated (I).

Pub. L. 102–233, § 501(a)(1), amended generally subpar
(J) [par. (10)(K) prior to redesignation, see above]. Prior
to amendment, subpar. read as follows: ‘‘To make
loans.’’

Subsec. (b)(9)(K), (L). Pub. L. 102–233, § 314(2)(B)(i), re-
designated subpars. (L) and (M) as (K) and (L), respec-
tively. Former subpars. (K) and (L) redesignated (J) and
(K), respectively.

Subsec. (b)(9)(M). Pub. L. 102–233, § 314(2)(B), redesig-
nated subpar. (N) as (M) and struck out ‘‘on behalf of
the Federal Deposit Insurance Corporation, acting as
exclusive manager’’ before period at end of penultimate
sentence. Former subpar. (M) redesignated (L).

Subsec. (b)(9)(N). Pub. L. 102–233, § 314(2)(B)(i), redes-
ignated subpar. (N) as (M).

Subsec. (b)(10). Pub. L. 102–233, § 310, redesignated par.
(11) as (10). Former par. (10) redesignated (9).

Subsec. (b)(10)(N). Pub. L. 102–18, § 104(a), inserted at
end ‘‘The Corporation may indemnify the directors, of-
ficers and employees of the Corporation on such terms
as the Corporation deems proper against any liability
under any civil suit pursuant to any statute or pursu-
ant to common law with respect to any claim arising
out of or resulting from any act or omission by such
person within the scope of such person’s employment in
connection with any transaction entered into involving
the disposition of assets (or any interests in any assets
or any obligations backed by any assets) by the Cor-
poration. For purposes of this subparagraph, the terms
‘officers’ and ‘employees’ include officers and employ-
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ees of the Federal Deposit Insurance Corporation or of
other agencies who perform services for the Corpora-
tion on behalf of the Federal Deposit Insurance Cor-
poration, acting as exclusive manager. The indem-
nification authorized by this subparagraph shall be in
addition to and not in lieu of any immunities or other
protections that may be available to such person under
applicable law, and this provision does not affect any
such immunities or other protections.’’

Subsec. (b)(11). Pub. L. 102–233, § 310, redesignated par.
(12) as (11). Former par. (11) redesignated (10).

Subsec. (b)(11)(A). Pub. L. 102–233, § 314(2)(C)(i),
amended subpar. (A) generally. Prior to amendment,
subpar. (A) read as follows: ‘‘Subject to the review of
the Oversight Board, the Corporation shall adopt the
rules, regulations, standards, policies, procedures,
guidelines, and statements necessary to implement the
strategic plan established by the Oversight Board under
subsection (a)(14) of this section. The Corporation may
issue such rules, regulations, standards, policies, proce-
dures, guidelines, and statements as the Corporation
considers necessary or appropriate to carry out this
section.’’

Subsec. (b)(11)(B). Pub. L. 102–233, § 314(2)(C)(ii),
amended subpar. (B) generally. Prior to amendment,
subpar. (B) read as follows: ‘‘Such rules, regulations,
standards, policies, procedures, guidelines, and state-
ments—

‘‘(i) shall be provided by the Corporation to the
Oversight Board promptly or prior to publication or
announcement to the extent practicable;

‘‘(ii) shall be subject to the review of the Oversight
Board as provided in subsection (a)(6)(C) of this sec-
tion; and

‘‘(iii) shall be promulgated pursuant to subchapter
II of chapter 5 of title 5.’’
Pub. L. 102–18, § 105, designated subpar. (B) concluding

provisions as subpar. (C)(i).
Subsec. (b)(11)(C). Pub. L. 102–18, § 105, designated sub-

par. (B) concluding provisions as subpar. (C)(i), added
headings for subpar. (C) and cl. (i), and added cl. (ii).

Subsec. (b)(11)(D), (E). Pub. L. 102–233, § 314(2)(C)(iii),
substituted ‘‘chief executive officer’’ for ‘‘Board of Di-
rectors’’ wherever appearing.

Subsec. (b)(12). Pub. L. 102–233, § 310, redesignated par.
(13) as (12). Former par. (12) redesignated (11).

Subsec. (b)(13). Pub. L. 102–233, § 310, redesignated par.
(14) as (13). Former par. (13) redesignated (12).

Subsec. (b)(14). Pub. L. 102–233, § 405, amended par. (14)
generally, substituting present provisions for provi-
sions which related to fiscal year 1989 funding.

Pub. L. 102–233, § 310, redesignated par. (14) as (13).
Subsec. (c)(2)(B). Pub. L. 102–233, § 604(a)(2), sub-

stituted ‘‘by any such family who, except as provided in
subparagraph (D), agrees to occupy the property as a
principal residence for at least 12 months and who cer-
tifies in writing that the family intends to occupy the
property for at least 12 months’’ for ‘‘by such families’’
at end of first sentence.

Pub. L. 102–233, § 603, inserted reference to qualifying
households with members who are veterans and in-
serted references to lower-income families with mem-
bers who are veterans in two places.

Pub. L. 102–233, § 602, substituted ‘‘Except as provided
in the last sentence of this subparagraph for’’ for ‘‘For’’
in first sentence and inserted sentence at end.

Pub. L. 102–139 substituted ‘‘3-month and one week’’
for ‘‘3-month’’ wherever appearing.

Subsec. (c)(2)(C), (D). Pub. L. 102–233, § 604(b), added
subpars. (C) and (D).

Subsec. (c)(2)(E). Pub. L. 102–233, § 605, added subpar.
(E).

Subsec. (c)(3)(B). Pub. L. 102–233, § 606(1), struck out
before period at end of first sentence ‘‘, or until the
Corporation determines that a property is ready for
sale, whichever occurs first’’.

Subsec. (c)(3)(C). Pub. L. 102–233, § 606(2), substituted
‘‘the expiration of the period referred to in subpara-
graph (B) for a property,’’ for ‘‘determining that a prop-
erty is ready for sale’’.

Subsec. (c)(3)(D). Pub. L. 102–233, § 606(3), inserted two
sentences at end relating to rejection or failure of offer
which had been initially accepted by Corporation and
construction of provision requiring acceptance of an-
other offer under such circumstances.

Subsec. (c)(3)(E). Pub. L. 102–233, § 607, amended sub-
par. (E) generally. Prior to amendment, subpar. (E)
read as follows: ‘‘Not less than 35 percent of all dwell-
ing units purchased by a qualifying multifamily pur-
chaser under subparagraph (D) shall be made available
for occupancy by and maintained as affordable for
lower-income families during the remaining useful life
of the property in which the units are located, provided
that not less than 20 percent of all units shall be made
available for occupancy by and maintained as afford-
able for very low-income families during the remaining
useful life of such property. If a single entity purchases
more than 1 eligible property as part of the same nego-
tiation, the requirements of this subparagraph shall
apply in the aggregate to the properties so purchased.
The requirements of this subparagraph shall be con-
tained in the deed or other recorded instrument.’’

Subsec. (c)(3)(G), (H). Pub. L. 102–233, § 608, added sub-
par. (G) and redesignated former subpar. (G) as (H).

Subsec. (c)(6)(A)(i). Pub. L. 102–233, § 609, amended cl.
(i) generally. Prior to amendment, cl. (i) read as fol-
lows: ‘‘The Corporation shall establish a market value
for each eligible residential property. The Corporation
shall sell eligible residential property at the net realiz-
able market value. The Corporation may agree to sell
an eligible single family property at a price below the
net realizable market value to the extent necessary to
facilitate an expedited sale of the property and enable
a lower-income family to purchase the property. The
Corporation may agree to sell eligible residential prop-
erty at a price below the net realizable market value to
the extent necessary to facilitate an expedited sale of
such property and enable a public agency or nonprofit
organization to comply with the lower-income occu-
pancy requirements applicable to such property under
paragraphs (2) and (3).’’

Pub. L. 102–18, §§ 202, 203, temporarily amended cl. (i)
to read as follows: ‘‘The Corporation may sell eligible
single family property to qualifying households, non-
profit organizations, and public agencies without re-
gard to any minimum purchase price.’’ See Effective
and Termination Dates of 1991 Amendments note below.

Subsec. (c)(6)(A)(ii). Pub. L. 102–233, § 610, inserted
sentence at end which authorized Corporation to hold
participating share in providing financing for combina-
tions of multifamily housing properties.

Subsec. (c)(8)(B). Pub. L. 102–233, § 611, which made an
amendment identical to Pub. L. 102–233, § 501(a)(2) [see
below], was repealed by Pub. L. 102–550, § 1616(b).

Pub. L. 102–233, § 501(a)(2), designated existing provi-
sions as cl. (i), inserted heading, and added cl. (ii).

Subsec. (c)(9)(A). Pub. L. 102–233, § 617(1), added sub-
par. (A) and struck out former subpar. (A) which de-
fined ‘‘adjusted income’’.

Subsec. (c)(9)(C). Pub. L. 102–233, § 601(1), added sub-
par. (C) and struck out former subpar. (C) which defined
‘‘Corporation’’ as Resolution Trust Corporation, with
certain qualifications.

Pub. L. 102–18, §§ 201(a), 203, temporarily amended sub-
par. (C) by striking period at end and inserting
‘‘, except that for purposes of subsection (c)(2) of this
section only, the term means the Resolution Trust Cor-
poration acting in any capacity.’’ See Effective and
Termination Dates of 1991 Amendments note below.

Subsec. (c)(9)(D). Pub. L. 102–233, § 617(2), (3), added
subpar. (D) and redesignated former subpar. (D), as
added by Pub. L. 102–233, § 601(1), as (E).

Pub. L. 102–233, § 601(1), added subpar. (D) and struck
out former subpar. (D) which defined ‘‘eligible multi-
family housing property’’ as property consisting of
more than 4 units to which Corporation acquires title
and that has appraised value not exceeding amount set
forth in section 221(d)(3)(ii) of National Housing Act.

Subsec. (c)(9)(E). Pub. L. 102–233, § 617(2), redesignated
subpar. (D), as added by Pub. L. 102–233, § 601(1), as (E).
Former subpar. (E) redesignated (F).
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Subsec. (c)(9)(F). Pub. L. 102–233, § 617(2), redesignated
subpar. (E) as (F). Former subpar. (F), as added by Pub.
L. 102–233, § 601(2), redesignated (G).

Pub. L. 102–233, § 601(2), added subpar. (F) and struck
out former subpar. (F) which defined ‘‘eligible single
family property’’ as 1- to 4-family residence to which
Corporation acquires title and that has appraised value
not exceeding amount set forth in first sentence of sec-
tion 203(b)(2) of National Housing Act.

Subsec. (c)(9)(G). Pub. L. 102–233, § 617(2), redesignated
subpar. (F), as added by Pub. L. 102–233, § 601(2), as (G).
Former subpar. (G) redesignated (H).

Subsec. (c)(9)(H) to (K). Pub. L. 102–233, § 617(2), redes-
ignated subpars. (G) to (J) as (H) to (K), respectively.
Former subpar. (K) redesignated (L).

Subsec. (c)(9)(L). Pub. L. 102–233, § 617(2), redesignated
subpar. (K) as (L). Former subpar. (L) redesignated (M).

Pub. L. 102–233, § 604(a)(1), added cls. (ii) and (iii), re-
designated former cl. (ii) as (iv), and substituted
‘‘whose income’’ for ‘‘whose adjusted income’’.

Subsec. (c)(9)(M) to (Q). Pub. L. 102–233, § 617(2), redes-
ignated subpars. (L) to (P) as (M) to (Q), respectively.

Subsec. (c)(10). Pub. L. 102–233, § 307(2), inserted at end
‘‘The Thrift Depositor Protection Oversight Board shall
maintain a transcript of its open meetings.’’

Pub. L. 102–233, § 307(1), which directed substitution of
‘‘6’’ for ‘‘4’’, could not be executed because ‘‘4’’ does not
appear.

Pub. L. 102–18, §§ 201(b), 203, as affected by Pub. L.
102–233, § 612, amended par. (10) generally. Prior to
amendment, par. (10) read as follows: ‘‘The provisions
of this subsection shall not apply whenever the Cor-
poration as receiver contracts to sell all or substan-
tially all of the assets of a closed savings association to
an insured depository institution (as defined in section
3 of the Federal Deposit Insurance Act).’’ See Effective
and Termination Dates of 1991 Amendments note below.

Subsec. (c)(11)(B). Pub. L. 102–233, § 615(b), substituted
‘‘applicable under paragraphs (2), (3), (12)(C), (13)(B),
and (14)(C)’’ for ‘‘specified under paragraphs (2) and
(3)’’.

Subsec. (c)(12) to (15). Pub. L. 102–233, §§ 613–615(a), 616,
added pars. (12) to (15).

Subsec. (d). Pub. L. 102–233, § 302(b), substituted
‘‘Thrift Depositor Protection Oversight Board’’ for
‘‘Oversight Board’’ wherever appearing.

Subsec. (d)(2) to (5). Pub. L. 102–233, § 312, added par.
(2) and redesignated former pars. (2) to (4) as (3) to (5),
respectively.

Subsecs. (g), (h). Pub. L. 102–233, § 302(b), substituted
‘‘Thrift Depositor Protection Oversight Board’’ for
‘‘Oversight Board’’ wherever appearing.

Subsec. (i). Pub. L. 102–233, § 302(b), substituted
‘‘Thrift Depositor Protection Oversight Board’’ for
‘‘Oversight Board’’ in par. (1)(A).

Pub. L. 102–233, § 101, added par. (3).
Pub. L. 102–18, § 101, substituted ‘‘Funding’’ for ‘‘Bor-

rowing’’ in heading, designated existing provisions as
par. (1) and inserted heading, redesignated former pars.
(1) and (2) as subpars. (A) and (B), respectively, of par.
(1), and added par. (2).

Subsec. (k). Pub. L. 102–233, § 302(c), which excepted
par. (7) from general amendment substituting ‘‘Thrift
Depositor Protection Oversight Board’’ for ‘‘Oversight
Board’’ wherever appearing, was repealed by Pub. L.
102–550, § 1613(a)(1).

Pub. L. 102–233, § 302(b), substituted ‘‘Thrift Depositor
Protection Oversight Board’’ for ‘‘Oversight Board’’
wherever appearing.

Subsec. (k)(1)(A). Pub. L. 102–18, § 102(a)(1), sub-
stituted ‘‘Notwithstanding section 9105 of title 31, the’’
for ‘‘The’’ and ‘‘. The audited statements shall be
transmitted to the Congress by the Oversight Board
not later than 180 days after the end of the Corpora-
tion’s fiscal year to which those statements apply.’’ for
‘‘unless the Comptroller General notifies the Oversight
Board not later than 180 days before the close of a fiscal
year that the Comptroller General will not perform
such audit for that fiscal year. In the event of such no-
tification, the Oversight Board shall contract with an

independent certified public accountant to perform the
annual audit of the Corporation’s financial statement
in accordance with generally accepted Government au-
diting standards.’’

Subsec. (k)(1)(B). Pub. L. 102–18, § 102(a)(2), struck out
‘‘, or by an independent certified public accountant re-
tained to audit the Corporations financial statement,’’
after ‘‘Board’’.

Subsec. (k)(4)(B)(v). Pub. L. 102–233, § 106(b), added cl.
(v).

Subsec. (k)(5)(B)(xiii). Pub. L. 102–18, § 401, added cl.
(xiii).

Subsec. (k)(5)(C). Pub. L. 102–233, § 106(e)(1), added sub-
par. (C).

Subsec. (k)(7). Pub. L. 102–233, § 106(a), amended par.
(7) generally, substituting provisions requiring Cor-
poration to submit quarterly reports to congressional
committees for provisions requiring that Oversight
Board and Corporation appear before congressional
committees before Jan. 31, 1990.

Subsec. (k)(8), (9). Pub. L. 102–18, § 102(a)(3), added
pars. (8) and (9).

Subsec. (k)(10), (11). Pub. L. 102–233, § 106(c), (d), added
pars. (10) and (11).

Subsec. (l)(3). Pub. L. 102–233, § 316, amended par. (3)
generally. Prior to amendment, par. (3) read as follows:
‘‘The Corporation may, without bond or security, re-
move any such action, suit, or proceeding from a State
court to the United States District Court for the Dis-
trict of Columbia, or if the action, suit, or proceeding
arises out of the actions of the Corporation with re-
spect to an institution for which a conservator or a re-
ceiver has been appointed, the United States district
court for the district where the institution’s principal
business is located. The removal of any action, suit, or
proceeding shall be instituted—

‘‘(A) not later than 90 days after the date the Cor-
poration is substituted as a party, or

‘‘(B) not later than 30 days after the date suit is
filed against the Corporation, if such suit is filed
after August 9, 1989.

The Corporation may appeal any order of remand en-
tered by a United States district court.’’

Subsec. (m). Pub. L. 102–233, § 314(3), redesignated sub-
sec. (o) as (m) and struck out former subsec. (m) which
authorized removal of Federal Deposit Insurance Cor-
poration as manager of Corporation in extraordinary
circumstances.

Subsec. (n). Pub. L. 102–233, §§ 302(b), 314(3), redesig-
nated subsec. (p) as (n), substituted ‘‘Thrift Depositor
Protection Oversight Board’’ for ‘‘Oversight Board’’
wherever appearing, and struck out former subsec. (n)
which related to operation of Corporation after exer-
cise of powers under subsec. (m).

Subsec. (n)(5). Pub. L. 102–233, § 314(4), substituted
‘‘Officers’’ for ‘‘Directors, officers,’’.

Subsec. (o). Pub. L. 102–233, § 314(5)(B), amended par.
(2) by striking ‘‘.—’’, which appeared before ‘‘For pur-
poses of this subsection’’ in the original, striking out
subpar. (A) which read ‘‘any employee of the Office of
the Comptroller of the Currency or of the Office of
Thrift Supervision who serves as a deputy or assistant
to a member of the Board of Directors of the Corpora-
tion; and’’, striking out subpar. (B) designation before
‘‘any officer or employee of the Federal Deposit’’, and
striking out ‘‘on behalf of the Federal Deposit Insur-
ance Corporation, acting as exclusive manager’’ after
‘‘performs services for the Corporation’’.

Pub. L. 102–233, § 314(5)(A), struck out ‘‘director,’’ be-
fore ‘‘member, officer’’ in par. (1).

Pub. L. 102–233, § 314(3), redesignated subsec. (q) as (o).
Former subsec. (o) redesignated (m).

Pub. L. 102–233, § 302(b), substituted ‘‘Thrift Depositor
Protection Oversight Board’’ for ‘‘Oversight Board’’
wherever appearing.

Pub. L. 102–233, § 105, inserted ‘‘, if there are no liabil-
ities of the Corporation outstanding,’’ after ‘‘There-
after’’ in par. (2).

Subsec. (p). Pub. L. 102–233, § 314(3), redesignated sub-
sec. (r) as (p). Former subsec. (p) redesignated (n).
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Subsec. (q). Pub. L. 102–242, § 471, as amended by Pub.
L. 102–550, § 1614(a)(7)(A), added subsec. (q) relating to
continuation of obligation to provide services.

Pub. L. 102–242, § 251(c)(1), added subsec. (q) relating
to employee protection remedies.

Pub. L. 102–233, § 302(b), substituted ‘‘Thrift Depositor
Protection Oversight Board’’ for ‘‘Oversight Board’’
wherever appearing in subsec. (q), as added by Pub. L.
102–242, § 251(c)(1). See Effective and Termination Dates
of 1991 Amendments note below.

Pub. L. 102–233, § 314(3), redesignated subsec. (q) relat-
ing to status of employees as (o).

Pub. L. 102–18, § 103(a), added subsec. (q) relating to
status of employees.

Subsec. (r). Pub. L. 102–233, § 314(3), redesignated sub-
sec. (r) as (p).

Pub. L. 102–18, § 301, added subsec. (r).
Subsec. (t). Pub. L. 102–233, § 401, as amended by Pub.

L. 102–550, § 1614(a)(1), added subsec. (t).
Subsec. (u). Pub. L. 102–233, § 402(a), as amended by

Pub. L. 102–550, § 1614(a)(2), added subsec. (u).
Subsec. (v). Pub. L. 102–233, § 403, as amended by Pub.

L. 102–550, § 1614(a)(3), added subsec. (v).
Pub. L. 102–233, § 302(b), substituted ‘‘Thrift Depositor

Protection Oversight Board’’ for ‘‘Oversight Board’’.
Subsec. (w). Pub. L. 102–233, § 404, as amended by Pub.

L. 102–550, § 1614(a)(4), added subsec. (w).
Pub. L. 102–233, § 302(b), substituted ‘‘Thrift Depositor

Protection Oversight Board’’ for ‘‘Oversight Board’’.
1990—Subsec. (b)(12)(G). Pub. L. 101–647, § 2540, added

subpar. (G).
Subsec. (c)(3). Pub. L. 101–625, § 804(d)(2), inserted in-

troductory provisions.
Subsec. (c)(6)(D). Pub. L. 101–625, § 804(d)(1), added sub-

par. (D).
Subsec. (c)(6)(E). Pub. L. 101–625, § 914(c), added sub-

par. (E).
Subsec. (f). Pub. L. 101–647, § 2526(c), amended subsec.

(f) generally. Prior to amendment, subsec. (f) read as
follows: ‘‘Before the end of the 180-day period beginning
on August 9, 1989, the Corporation shall liquidate the
Federal Asset Disposition Association.’’

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

Section 302(a) of Pub. L. 102–233 provided that: ‘‘The
Oversight Board, as established by section 21A(a)(1) of
the Federal Home Loan Bank Act (12 U.S.C. 1441a(a)(1)),
is redesignated the Thrift Depositor Protection Over-
sight Board.’’

[Section 302(a) of Pub. L. 102–233, set out above, effec-
tive Feb. 1, 1992, see section 318 of Pub. L. 102–233, set
out as an Effective Date of 1991 Amendment note under
section 1441 of this title.]

EFFECTIVE DATE OF 1997 AMENDMENT

Amendment by Pub. L. 105–135 effective Oct. 1, 1997,
see section 3 of Pub. L. 105–135 set out as a note under
section 631 of Title 15, Commerce and Trade.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–208 effective Jan. 1, 1999,
if no insured depository institution is a savings asso-
ciation on that date, see section 2704(c) of Pub. L.
104–208, set out as a note under section 1821 of this title.

EFFECTIVE DATE OF 1993 AMENDMENT

Section 14(c)(2) of Pub. L. 103–204 provided that the
amendment made by that section is effective upon ex-

piration of 90-day period beginning on December 17,
1993.

EFFECTIVE DATE OF 1992 AMENDMENTS

Section 1614(a)(5)(E) of Pub. L. 102–550 provided that
the amendment made by that section is effective as of
Dec. 19, 1991.

Section 1614(a)(7) of Pub. L. 102–550 provided that the
amendments made by that section are effective as of
Dec. 19, 1991.

Amendments by sections 1611 to 1616 of Pub. L.
102–550 effective, except as otherwise specifically pro-
vided (see above), as if included in the Resolution Trust
Corporation Refinancing, Restructuring, and Improve-
ment Act of 1991, Pub. L. 102–233, as of Dec. 12, 1991, see
section 1618 of Pub. L. 102–550, set out as a note under
section 1441 of this title.

Amendment by Pub. L. 102–378 applicable with re-
spect to any action described in former subsec.
(b)(8)(B)(i)(I) or (II) of this section occurring on or after
Oct. 2, 1992, see section 9(b)(12) of Pub. L. 102–378, set
out as a note under section 6303 of Title 5, Government
Organization and Employees.

EFFECTIVE AND TERMINATION DATES OF 1991
AMENDMENTS

Section 251(c)(2) of Pub. L. 102–242 provided that:
‘‘Subsection (q) of section 21A of the Federal Home
Loan Bank Act [12 U.S.C. 1441a(q), relating to employee
protection remedies] (as added under the amendment
made by paragraph (1)) shall be treated as having taken
effect on August 9, 1989, and for purposes of any cause
of action arising under such subsection (as so effective)
before the date of the enactment of this Act [Dec. 19,
1991], the 2-year period referred to in section 21A(q)(2)
of such Act shall be deemed to begin on such date of en-
actment.’’

Section 106(e)(2) of Pub. L. 102–233, as amended by
Pub. L. 102–550, title XVI, § 1611(d)(4), Oct. 28, 1992, 106
Stat. 4091, provided that: ‘‘The amendment made by
this subsection [amending this section] shall apply
with respect to supplemental unaudited financial state-
ments required to be submitted after the end of the 90-
day period beginning on the date of the enactment of
this Act [Dec. 12, 1991].’’

Amendment by sections 302(b), (c), 303 to 312, 314, and
316 of Pub. L. 102–233 effective Feb. 1, 1992, see section
318 of Pub. L. 102–233, set out as an Effective Date of
1991 Amendment note under section 1441 of this title.

Section 612 of Pub. L. 102–233 provided that: ‘‘Not-
withstanding section 203 of the Resolution Trust Cor-
poration Funding Act of 1991 [Pub. L. 102–18, set out
below], the amendment made by section 201(b) of such
Act [amending this section] shall apply on and after
the date of the enactment of this Act [Dec. 12, 1991].’’

Section 619 of title VI of Pub. L. 102–233 provided
that: ‘‘The amendments made by this title [amending
this section and enacting provisions set out above and
as a note under section 1831n of this title] shall not
apply to any eligible residential property or eligible
condominium property of the Resolution Trust Cor-
poration, that is subject to an agreement for sale en-
tered into by the Corporation before the date of the en-
actment of this Act [Dec. 12, 1991].’’

Section 523(b) of Pub. L. 102–139 provided that: ‘‘The
amendment made by subsection (a) [amending this sec-
tion] shall apply with respect to eligible single family
properties acquired by the Resolution Trust Corpora-
tion on or after the date of enactment of this Act [Oct.
28, 1991].’’

Section 203 of Pub. L. 102–18 provided that: ‘‘The
amendments made by sections 201 and 202 of this Act to
section 21A of the Federal Home Loan Bank Act [this
section] shall be effective only during the period begin-
ning on the date of the enactment of this Act [Mar. 23,
1991] and ending at the end of fiscal year 1991, and sec-
tion 21A shall apply after the end of such period as if
such amendments had not been made.’’ [See, however,
section 612 of Pub. L. 102–233, above.]
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SAVINGS PROVISION

Section 317 of title III of Pub. L. 102–233 provided
that:

‘‘(a) SAVINGS PROVISIONS.—
‘‘(1) EXISTING RIGHTS, DUTIES, AND OBLIGATIONS NOT

AFFECTED.—This title [see Short Title of 1991 Amend-
ment note set out under section 1421 of this title]
shall not affect the validity of any right, duty, or ob-
ligation of the United States, the Corporation, the
Oversight Board, or any other person, that—

‘‘(A) arises under or pursuant to the Federal
Home Loan Bank Act [12 U.S.C. 1421 et seq.], or any
other provision of law applicable with respect to
the Oversight Board; and

‘‘(B) existed on the day before the effective date
of the Resolution Trust Corporation Thrift Deposi-
tor Protection Reform Act of 1991 [Feb. 1, 1992].
‘‘(2) CONTINUATION OF SUITS.—No action or other

proceeding commenced by or against the Oversight
Board, with respect to any function of the Oversight
Board, shall abate by reason of the enactment of this
Act [see Short Title of 1991 Amendment note set out
under section 1421 of this title], except that the
Thrift Depositor Protection Oversight Board shall
continue as party to any such action or proceeding,
notwithstanding the change of name of the Oversight
Board.
‘‘(b) CONTINUATION OF ORDERS, RESOLUTIONS, DETER-

MINATIONS, AND REGULATIONS.—All orders, resolutions,
determinations, and regulations that—

‘‘(1) have been issued, made, prescribed, or allowed
to become effective by the Oversight Board (including
orders, resolutions, determinations, and regulations
which relate to the conduct of conservatorships and
receiverships), or by a court of competent jurisdic-
tion, in the performance of functions under the Fed-
eral Home Loan Bank Act [12 U.S.C. 1421 et seq.]; and

‘‘(2) are in effect on the effective date of the Resolu-
tion Trust Corporation Thrift Depositor Protection
Reform Act of 1991 [Feb. 1, 1992],

shall continue in effect according to the terms of such
orders, resolutions, determinations, and regulations,
and shall be enforceable by or against the Thrift De-
positor Protection Oversight Board, or the Resolution
Trust Corporation, by any court of competent jurisdic-
tion, or by operation of law, notwithstanding the
change of name of the Oversight Board.’’

CONSTRUCTION OF 1991 AMENDMENT

Section 1614(a)(6) of Pub. L. 102–550 provided that:
‘‘For purposes of applying paragraph (13) of section
21A(b) of the Federal Home Loan Bank Act [12 U.S.C.
1441a(b)(13)], the amendment made by section 405 of the
Resolution Trust Corporation Refinancing, Restructur-
ing, and Improvement Act of 1991 [Pub. L. 102–233,
amending this section], shall be considered to have
been executed before the redesignation of such para-
graph by section 310 of such Act.’’

Section 1615(a)(1) of Pub. L. 102–550 provided that:
‘‘For purposes of applying paragraph (9) of section
21A(b) of the Federal Home Loan Bank Act [12 U.S.C.
1441a(b)(9)], the amendment made by section 501(a)(1) of
the Resolution Trust Corporation Refinancing, Re-
structuring, and Improvement Act of 1991 [Pub. L.
102–233, amending this section] shall be considered to
have been executed before the redesignation of subpara-
graph (K) of such paragraph by section 314(2)(B) of such
Act and the redesignation of such paragraph by section
310 of such Act.’’

TERMINATION OF REPORTING REQUIREMENTS

For termination, effective May 15, 2000, of provisions
of law requiring submittal to Congress of any annual,
semiannual, or other regular periodic report listed in
House Document No. 103–7 (in which reports required
under subsections (b)(11)(G) and (c)(15) are listed on
page 190, a report required under subsection (k)(4) is
listed on pages 188 and 190, and a report required under
subsection (k)(5) is listed on page 147), see section 3003

of Pub. L. 104–66, as amended, set out as a note under
section 1113 of Title 31, Money and Finance.

ABOLITION OF THRIFT DEPOSITOR PROTECTION OVERSIGHT
BOARD

Pub. L. 105–216, § 14(a)–(d), July 29, 1998, 112 Stat.
908–910, provided that:

‘‘(a) IN GENERAL.—Effective at the end of the 3-month
period beginning on the date of enactment of this Act
[July 29, 1998], the Thrift Depositor Protection Over-
sight Board established under section 21A of the Fed-
eral Home Loan Bank Act [12 U.S.C. 1441a] (hereafter in
this section referred to as the ‘Oversight Board’) is
hereby abolished.

‘‘(b) DISPOSITION OF AFFAIRS.—
‘‘(1) POWER OF CHAIRPERSON.—Effective on the date

of enactment of this Act [July 29, 1998], the Chair-
person of the Oversight Board (or the designee of the
Chairperson) may exercise on behalf of the Oversight
Board any power of the Oversight Board necessary to
settle and conclude the affairs of the Oversight
Board.

‘‘(2) AVAILABILITY OF FUNDS.—Funds available to
the Oversight Board shall be available to the Chair-
person of the Oversight Board to pay expenses in-
curred in carrying out paragraph (1).
‘‘(c) SAVINGS PROVISION.—

‘‘(1) EXISTING RIGHTS, DUTIES, AND OBLIGATIONS NOT
AFFECTED.—No provision of this section shall be con-
strued as affecting the validity of any right, duty, or
obligation of the United States, the Oversight Board,
the Resolution Trust Corporation, or any other per-
son that—

‘‘(A) arises under or pursuant to the Federal
Home Loan Bank Act [12 U.S.C. 1421 et seq.], or any
other provision of law applicable with respect to
the Oversight Board; and

‘‘(B) existed on the day before the abolishment of
the Oversight Board in accordance with subsection
(a).
‘‘(2) CONTINUATION OF SUITS.—No action or other

proceeding commenced by or against the Oversight
Board with respect to any function of the Oversight
Board shall abate by reason of the enactment of this
section.

‘‘(3) LIABILITIES.—
‘‘(A) IN GENERAL.—All liabilities arising out of the

operation of the Oversight Board during the period
beginning on August 9, 1989, and the date that is 3
months after the date of enactment of this Act
[July 29, 1998] shall remain the direct liabilities of
the United States.

‘‘(B) NO SUBSTITUTION.—The Secretary of the
Treasury shall not be substituted for the Oversight
Board as a party to any action or proceeding re-
ferred to in subparagraph (A).
‘‘(4) CONTINUATIONS OF ORDERS, RESOLUTIONS, DETER-

MINATIONS, AND REGULATIONS PERTAINING TO THE RESO-
LUTION FUNDING CORPORATION.—

‘‘(A) IN GENERAL.—All orders, resolutions, deter-
minations, and regulations regarding the Resolu-
tion Funding Corporation shall continue in effect
according to the terms of such orders, resolutions,
determinations, and regulations until modified, ter-
minated, set aside, or superseded in accordance
with applicable law if such orders, resolutions, de-
terminations, or regulations—

‘‘(i) have been issued, made, and prescribed, or
allowed to become effective by the Oversight
Board, or by a court of competent jurisdiction, in
the performance of functions transferred by this
section; and

‘‘(ii) are in effect at the end of the 3-month pe-
riod beginning on the date of enactment of this
section [July 29, 1998].
‘‘(B) ENFORCEABILITY OF ORDERS, RESOLUTIONS, DE-

TERMINATIONS, AND REGULATIONS BEFORE TRANS-
FER.—Before the effective date of the transfer of
the authority and duties of the Resolution Funding
Corporation to the Secretary of the Treasury under
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subsection (d), all orders, resolutions, determina-
tions, and regulations pertaining to the Resolution
Funding Corporation shall be enforceable by and
against the United States.

‘‘(C) ENFORCEABILITY OF ORDERS, RESOLUTIONS, DE-
TERMINATIONS, AND REGULATIONS AFTER TRANSFER.—
On and after the effective date of the transfer of the
authority and duties of the Resolution Funding
Corporation to the Secretary of the Treasury under
subsection (d), all orders, resolutions, determina-
tions, and regulations pertaining to the Resolution
Funding Corporation shall be enforceable by and
against the Secretary of the Treasury.

‘‘(d) TRANSFER OF THRIFT DEPOSITOR PROTECTION
OVERSIGHT BOARD AUTHORITY AND DUTIES OF RESOLU-
TION FUNDING CORPORATION TO SECRETARY OF THE
TREASURY.—Effective at the end of the 3-month period
beginning on the date of enactment of this Act [July 29,
1998], the authority and duties of the Oversight Board
under sections 21A(a)(6)(I) and 21B of the Federal Home
Loan Bank Act [12 U.S.C. 1441a(a)(6)(I), 1441b] are trans-
ferred to the Secretary of the Treasury (or the designee
of the Secretary).’’

ELECTION OF APPLICATION OF LAWS BY EMPLOYEES OF
RESOLUTION TRUST CORPORATION AND THRIFT DE-
POSITOR PROTECTION OVERSIGHT BOARD

Pub. L. 103–424, § 11, Oct. 29, 1994, 108 Stat. 4366, pro-
vided that:

‘‘(a) ELECTION OF PROVISIONS OF TITLE 5, UNITED
STATES CODE.—If an individual who believes he has
been discharged or discriminated against in violation
of section 21a(q)(1) of the Federal Home Loan Bank Act
(12 U.S.C. 1441a(q)(1)) seeks an administrative correc-
tive action or judicial remedy for such violation under
the provisions of chapters 12 and 23 of title 5, United
States Code, the provisions of section 21a(q) of such Act
shall not apply to such alleged violation.

‘‘(b) ELECTION OF PROVISIONS OF FEDERAL HOME LOAN
BANK ACT.—If an individual files a civil action under
section 21a(q)(2) of the Federal Home Loan Bank Act
(12 U.S.C. 1441a(q)(2)), the provisions of chapters 12 and
23 of title 5, United States Code, shall not apply to any
alleged violation of section 21a(q)(1) of such Act.’’

GAO STUDY OF PROGRESS OF IMPLEMENTATION OF
REFORMS

Section 3(c) of Pub. L. 103–204 provided that:
‘‘(1) STUDY REQUIRED.—The Comptroller General of

the United States shall conduct a study of the manner
in which the reforms required pursuant to the amend-
ment made by subsection (a) [amending this section]
are being implemented by the Resolution Trust Cor-
poration and the progress being made by the Corpora-
tion toward the achievement of full compliance with
such requirements.

‘‘(2) INTERIM REPORT TO CONGRESS.—Not later than 6
months after the date of enactment of this Act [Dec. 17,
1993], the Comptroller General of the United States
shall submit an interim report to the Congress contain-
ing the preliminary findings of the Comptroller Gen-
eral in connection with the study required under para-
graph (1).

‘‘(3) FINAL REPORT TO CONGRESS.—Not later than 1
year after the date of enactment of this Act, the Comp-
troller General of the United States shall submit a re-
port to the Congress containing—

‘‘(A) the findings of the Comptroller General in con-
nection with the study required under paragraph (1);
and

‘‘(B) such recommendations for legislative and ad-
ministrative action as the Comptroller General may
determine to be appropriate.
‘‘(4) DISCLOSURE OF PERFORMING ASSET TRANSFERS.—

‘‘(A) REPORT REQUIRED.—The Comptroller General
of the United States shall submit an annual report to
the Congress on transfers of performing assets by the
Corporation, categorized by institution, to any ac-
quirer during the year covered by the report.

‘‘(B) CONTENTS.—Each report submitted under sub-
paragraph (A) shall contain—

‘‘(i) the number and a description of asset trans-
fers during the year covered by the report;

‘‘(ii) the number of assets provided in connection
with each transaction during such year; and

‘‘(iii) a report of an audit by the Comptroller Gen-
eral of the determination of the Corporation of the
fair market value of transferred assets at the time
of transfer.’’

RTC NOTICE TO GSA

Section 3(e) of Pub. L. 103–204 provided that:
‘‘(1) IN GENERAL.—Within a reasonable period of time

after acquiring an undivided or controlling interest in
any commercial office property in its capacity as con-
servator or receiver, the Corporation shall notify the
Administrator of General Services of such acquisition.

‘‘(2) CONTENTS OF NOTICE.—The notice required under
paragraph (1) shall contain basic information about the
property, including—

‘‘(A) the location and condition of the property;
‘‘(B) information relating to the estimated fair

market value of the property; and
‘‘(C) the Corporation’s schedule, or estimate of the

schedule, for marketing and disposing of the prop-
erty.
‘‘(3) COMPETITIVE BIDDING.—The Administrator of

General Services, in compliance with regulations of the
Resolution Trust Corporation, may bid on property de-
scribed in the notice required under paragraph (1) that
is otherwise subject to competitive bidding.’’

FDIC–RTC TRANSITION TASK FORCE

Section 6 of Pub. L. 103–204 provided that:
‘‘(a) ESTABLISHMENT REQUIRED.—The Federal Deposit

Insurance Corporation and the Resolution Trust Cor-
poration shall establish an interagency transition task
force. The task force shall facilitate the transfer of the
assets, personnel, and operations of the Resolution
Trust Corporation to the Federal Deposit Insurance
Corporation or the FSLIC Resolution Fund, as the case
may be, in a coordinated manner.

‘‘(b) MEMBERS.—
‘‘(1) IN GENERAL.—The transition task force shall

consist of such number of officers and employees of
the Federal Deposit Insurance Corporation and the
Resolution Trust Corporation as the Chairperson of
the Board of Directors of the Federal Deposit Insur-
ance Corporation and the chief executive officer of
the Resolution Trust Corporation may jointly deter-
mine to be appropriate.

‘‘(2) APPOINTMENT.—The Chairperson of the Board
of Directors of the Federal Deposit Insurance Cor-
poration and the chief executive officer of the Resolu-
tion Trust Corporation shall appoint the members of
the transition task force.

‘‘(3) NO ADDITIONAL PAY.—Members of the transition
task force shall receive no additional pay, allow-
ances, or benefits by reason of their service on the
task force.
‘‘(c) DUTIES.—The transition task force shall have the

following duties:
‘‘(1) Examine the operations of the Federal Deposit

Insurance Corporation and the Resolution Trust Cor-
poration to identify, evaluate, and resolve differences
in the operations of the corporations to facilitate an
orderly merger of such operations.

‘‘(2) Recommend which of the management, resolu-
tion, or asset disposition systems of the Resolution
Trust Corporation should be preserved for use by the
Federal Deposit Insurance Corporation.

‘‘(3) Recommend procedures to be followed by the
Federal Deposit Insurance Corporation and the Reso-
lution Trust Corporation in connection with the tran-
sition which will promote—

‘‘(A) coordination between the corporations be-
fore the termination of the Resolution Trust Cor-
poration; and
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‘‘(B) an orderly transfer of assets, personnel, and
operations.
‘‘(4) Evaluate the management enhancement goals

applicable to the Resolution Trust Corporation under
section 21A(p) of the Federal Home Loan Bank Act [12
U.S.C. 1441a(p)] and recommend which of such goals
should apply to the Federal Deposit Insurance Cor-
poration.

‘‘(5) Evaluate the management reforms applicable
to the Resolution Trust Corporation under section
21A(w) of the Federal Home Loan Bank Act and rec-
ommend which of such reforms should apply to the
Federal Deposit Insurance Corporation.
‘‘(d) REPORTS TO BANKING COMMITTEES.—

‘‘(1) REPORTS REQUIRED.—The transition task force
shall submit a report to the Committee on Banking,
Finance and Urban Affairs [now Committee on Bank-
ing and Financial Services] of the House of Rep-
resentatives and the Committee on Banking, Hous-
ing, and Urban Affairs of the Senate not later than
January 1, 1995, and a second report not later than
July 1, 1995, on the progress made by the transition
task force in meeting the requirements of this sec-
tion.

‘‘(2) CONTENTS OF REPORT.—The reports required to
be submitted under paragraph (1) shall contain the
findings and recommendations made by the transi-
tion task force in carrying out the duties of the task
force under subsection (c) and such recommendations
for legislative and administrative action as the task
force may determine to be appropriate.
‘‘(e) FOLLOWUP REPORT BY FDIC.—Not later than Jan-

uary 1, 1996, the Federal Deposit Insurance Corporation
shall submit a report to the Committee on Banking, Fi-
nance and Urban Affairs [now Committee on Banking
and Financial Services] of the House of Representatives
and the Committee on Banking, Housing, and Urban
Affairs of the Senate containing—

‘‘(1) a description of the recommendations of the
transition task force which have been adopted by the
Corporation;

‘‘(2) a description of the recommendations of the
transition task force which have not been adopted by
the Corporation;

‘‘(3) a detailed explanation of the reasons why the
Corporation did not adopt each recommendation de-
scribed in paragraph (2); and

‘‘(4) a description of the actions taken by the Cor-
poration to comply with section 21A(m)(3) of the Fed-
eral Home Loan Bank Act [12 U.S.C. 1441a(m)(3)].’’

TERMINATION OF NATIONAL HOUSING ADVISORY BOARD

Section 14(c)(1) of Pub. L. 103–204 provided that: ‘‘The
National Housing Advisory Board under section
21A(d)(2) of the Federal Home Loan Bank Act [12 U.S.C.
1441a(d)(2)] shall terminate upon the expiration of the
90-day period beginning on the date of the enactment of
this Act [Dec. 17, 1993].’’

REPORTING REQUIREMENTS

Section 35 of Pub. L. 103–204 provided that: ‘‘The Res-
olution Trust Corporation shall provide semi-annual re-
ports to the Committee on Banking, Housing, and
Urban Affairs of the Senate and the Committee on
Banking, Finance and Urban Affairs [now Committee
on Banking and Financial Services] of the House of
Representatives. Such reports shall—

‘‘(1) detail procedures for expediting the registra-
tion and contracting for selecting auctioneers for
asset sales with anticipated gross proceeds of not
more than $1,500,000;

‘‘(2) list by name and geographic area the number of
auction contractors which have been registered and
qualified to perform services for the Resolution Trust
Corporation; and

‘‘(3) list by name, address of home office, location
of assets disposed, and gross proceeds realized, the
number of auction contractors which have been
awarded contracts.’’

FIRST REQUIRED PLAN

Section 102(b) of Pub. L. 102–18 provided that: ‘‘The
first plan described in section 21A(k)(8) of the Federal
Home Loan Bank Act [12 U.S.C. 1441a(k)(8)], as amend-
ed by subsection (a), is due not later than 30 days after
the date of enactment of this Act [Mar. 23, 1991].’’

TIMELINESS OF REPORTS

Section 102(c) of Pub. L. 102–18, as amended by Pub.
L. 102–233, title III, §§ 302(a), 315(d), Dec. 12, 1991, 105
Stat. 1767, 1772, provided that:

‘‘(1) IN GENERAL.—At any time when an agency is de-
linquent in providing information to Congress or any of
its committees as required by paragraph (1), (4), (5), (6),
(8), or (9) of section 21A(k) of the Federal Home Loan
Bank Act [12 U.S.C. 1441a(k)] or by subsection (b) of
this section [set out above], the President of the Thrift
Depositor Protection Oversight Board, and the head of
any agency responsible for such delinquency shall,
within 15 days of such delinquency, in testimony before
the Committee on Banking, Housing, and Urban Affairs
of the Senate and the Committee on Banking, Finance
and Urban Affairs [now Committee on Banking and Fi-
nancial Services] of the House of Representatives—

‘‘(A) explain the causes of such delinquency; and
‘‘(B) describe what steps are being taken to correct

it and prevent its recurrence.
Testimony shall not be required pursuant to the pre-
ceding sentence before either Committee if the Chair-
man and Ranking Member of such Committee agree
that such testimony is not necessary. For purposes of
this paragraph, the term ‘head of an agency’ means the
chief executive officer of the Resolution Trust Corpora-
tion with respect to reports to be filed by such Corpora-
tion, the Director of the Office of Thrift Supervision
with respect to reports to be filed by such Office, and
the Comptroller General with respect to audits to be
conducted by the General Accounting Office.

‘‘(2) TRANSITION RULE.—Any information described in
paragraph (1) of this subsection that is delinquent on
the date of enactment of this Act [Mar. 23, 1991] shall
be provided to the appropriate committees of Congress
not later than 30 days following enactment of this Act.
Failure to provide such information as required by this
paragraph shall be considered as a delinquency under
the provisions of paragraph (1).’’

GAO EXAMINATION OF CERTAIN FSLIC RESOLUTIONS

Section 501(f) of Pub. L. 101–73 provided that: ‘‘Not-
withstanding any other provision of this Act [see
Tables for classification], the Comptroller General of
the United States shall examine and monitor all insol-
vent institution cases resolved by the Federal Savings
and Loan Insurance Corporation from January 1, 1988,
through the date of the enactment of this Act [Aug. 9,
1989], and not later than April 30, 1990, shall report to
Congress with an estimate of the costs of the agree-
ments entered into by the Corporation pursuant to
such resolutions. Not less than annually thereafter, the
last report being due on April 30, 1992, the Comptroller
General shall provide Congress with revisions to such
estimates, to take into account any new information
that he obtains with regard to such agreements.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1422, 1441b, 1464,
1821, 1821a, 1831o, 1831q of this title; title 5 section 5373;
title 10 section 2677; title 15 section 2227; title 26 sec-
tions 501, 597; title 31 section 5328; title 42 sections 1439,
1487, 8013.

§ 1441a�1. Definitions

For purposes of section 1441a–2 of this title:
(1) State housing finance authority

The term ‘‘State housing finance authority’’
means any public agency, authority, or cor-
poration which—
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(A) serves as an instrumentality of any
State or any political subdivision of any
State; and

(B) functions as a source of residential
mortgage loan financing in that State.

(2) Nonprofit entity
The term ‘‘nonprofit entity’’ means any not-

for-profit corporation chartered under State
law that is exempt from Federal taxation
under section 501(c) of title 26 and no part of
the net earnings of which inures to the benefit
of any member, founder, contributor, or indi-
vidual (including any nonprofit entity estab-
lished by the corporation established under
title IX of the Housing and Urban Develop-
ment Act of 1968 [42 U.S.C. 3931 et seq.]).

(3) Mortgage-related assets
The term ‘‘mortgage-related assets’’

means—
(A) residential mortgage loans secured by

1- to 4-family or multifamily dwellings; and
(B) real property improved with 1- to 4-

family or multifamily residential dwellings,

which are located within the jurisdiction of
the applicable State housing finance authority
or within the geographical area served by the
nonprofit entity.

(4) Net income
The term ‘‘net income’’ means income after

deduction of all associated expenses calculated
in accordance with generally accepted ac-
counting principles.

(Pub. L. 101–73, title XIII, § 1301, Aug. 9, 1989, 103
Stat. 547.)

REFERENCES IN TEXT

The Housing and Urban Development Act of 1968, re-
ferred to in par. (2), is Pub. L. 90–448, Aug. 1, 1968, 82
Stat. 476, as amended. Title IX of the Housing and
Urban Development Act of 1968 is classified principally
to chapter 49 (§ 3931 et seq.) of Title 42, The Public
Health and Welfare. For complete classification of this
Act to the Code, see Short Title of 1968 Amendment
note set out under section 1701 of this title and Tables.

CODIFICATION

Section was enacted as part of the Financial Institu-
tions Reform, Recovery, and Enforcement Act of 1989,
and not as part of the Federal Home Loan Bank Act
which comprises this chapter.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1441a, 1821 of
this title.

§ 1441a�2. Authorization for State housing fi-
nance agencies and nonprofit entities to pur-
chase mortgage-related assets

(a) Authorization
Notwithstanding any other provision of Fed-

eral or State law, a State housing finance au-
thority or nonprofit entity may purchase mort-
gage-related assets from the Resolution Trust
Corporation or from financial institutions with
respect to which the Federal Deposit Insurance
Corporation is acting as a conservator or re-
ceiver (including assets associated with any
trust business), and any contract for such pur-
chase shall be effective in accordance with its

terms without any further approval, assign-
ment, or consent with respect to that contract.

(b) Investment requirement
Any State housing finance authority or non-

profit entity which purchases mortgage-related
assets pursuant to subsection (a) of this section
shall invest any net income attributable to the
ownership of those assets in financing, refinanc-
ing, or rehabilitating low- and moderate-income
housing within the jurisdiction of the State
housing finance authority or within the geo-
graphical area served by the nonprofit entity.

(Pub. L. 101–73, title XIII, § 1302, Aug. 9, 1989, 103
Stat. 548.)

CODIFICATION

Section was enacted as part of the Financial Institu-
tions Reform, Recovery, and Enforcement Act of 1989,
and not as part of the Federal Home Loan Bank Act
which comprises this chapter.

DEFINITIONS

The definitions in section 1441a–1 of this title apply
to this section.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1441a–1 of this
title.

§ 1441a�3. RTC and FDIC properties

(a) Reports
(1) Submission

The Resolution Trust Corporation and the
Federal Deposit Insurance Corporation shall
each submit to the Congress for each year a
report identifying and describing any property
that is covered property of the corporation
concerned as of September 30 of such year. The
report shall be submitted on or before March
30 of the following year.

(2) Consultation
In preparing the reports required under this

subsection, each corporation concerned may
consult with the Secretary of the Interior for
purposes of identifying the properties de-
scribed in paragraph (1).

(b) Limitation on transfer
(1) Notice

The Resolution Trust Corporation and the
Federal Deposit Insurance Corporation may
not sell or otherwise transfer any covered
property unless the corporation concerned
causes to be published in the Federal Register
a notice of the availability of the property for
purchase or other transfer that identifies the
property and describes the location, character-
istics, and size of the property.

(2) Expression of serious interest
During the 90-day period beginning on the

date that notice under paragraph (1) concern-
ing a covered property is first published, any
governmental agency or qualified organization
may submit to the corporation concerned a
written notice of serious interest for the pur-
chase or other transfer of a particular covered
property for which notice has been published.
The notice of serious interest shall be in such
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form and include such information as the cor-
poration concerned may prescribe.
(3) Prohibition of transfer

During the period under paragraph (2), a cor-
poration concerned may not sell or otherwise
transfer any covered property for which notice
has been published under paragraph (1). Upon
the expiration of such period, the corporation
concerned may sell or otherwise transfer any
covered property for which notice under para-
graph (1) has been published if a notice of seri-
ous interest under paragraph (2) concerning
the property has not been timely submitted.
(4) Offers and permitted transfer

If a notice of serious interest in a covered
property is timely submitted pursuant to
paragraph (2), the corporation concerned may
not sell or otherwise transfer such covered
property during the 90-day period beginning
upon the expiration of the period under para-
graph (2) except to a governmental agency or
qualified organization for use primarily for
wildlife refuge, sanctuary, open space, rec-
reational, historical, cultural, or natural re-
source conservation purposes, unless all no-
tices of serious interest under paragraph (2)
have been withdrawn.

(c) Definitions
For purposes of this section:
(1) Corporation concerned

The term ‘‘corporation concerned’’ means—
(A) the Federal Deposit Insurance Corpora-

tion, with respect to matters relating to the
Federal Deposit Insurance Corporation; and

(B) the Resolution Trust Corporation, with
respect to matters relating to the Resolu-
tion Trust Corporation.

(2) Covered property
The term ‘‘covered property’’ means any

property—
(A) to which—

(i) the Resolution Trust Corporation has
acquired title in its corporate or receiver-
ship capacity; or

(ii) the Federal Deposit Insurance Cor-
poration has acquired title in its corporate
capacity or which was acquired by the
former Federal Savings and Loan Insur-
ance Corporation in its corporate capacity;
and

(B) that—
(i) is located within the John H. Chafee

Coastal Barrier Resources System; or
(ii) is undeveloped, greater than 50 acres

in size, and adjacent to or contiguous with
any lands managed by a governmental
agency primarily for wildlife refuge, sanc-
tuary, open space, recreational, historical,
cultural, or natural resource conservation
purposes.

(3) Governmental agency
The term ‘‘governmental agency’’ means

any agency or entity of the Federal Govern-
ment or a State or local government.
(4) Undeveloped

The term ‘‘undeveloped’’ means—

(A) containing few manmade structures
and having geomorphic and ecological proc-
esses that are not significantly impeded by
any such structures or human activity; and

(B) having natural, cultural, recreational,
or scientific value of special significance.

(Pub. L. 101–591, § 10, Nov. 16, 1990, 104 Stat. 2939;
Pub. L. 106–167, § 3(c)(5), Dec. 9, 1999, 113 Stat.
1804.)

CODIFICATION

Section was enacted as part of the Coastal Barrier
Improvement Act of 1990, and not as part of the Federal
Home Loan Bank Act which comprises this chapter.

AMENDMENTS

1999—Subsec. (c)(2)(B)(i). Pub. L. 106–167 substituted
‘‘John H. Chafee Coastal Barrier Resources System’’ for
‘‘Coastal Barrier Resources System’’.

TERMINATION OF REPORTING REQUIREMENTS

For termination, effective May 15, 2000, of provisions
in subsec. (a)(1) of this section requiring submittal of
an annual report to Congress, see section 3003 of Pub.
L. 104–66, as amended, set out as a note under section
1113 of Title 31, Money and Finance, and pages 168 and
190 of House Document No. 103–7.

§ 1441b. Resolution Funding Corporation estab-
lished

(a) Purpose
The purpose of the Resolution Funding Cor-

poration is to provide funds to the Resolution
Trust Corporation to enable the Resolution
Trust Corporation to carry out the provisions of
this chapter.
(b) Establishment

There is established a corporation to be known
as the Resolution Funding Corporation.
(c) Management of Funding Corporation

(1) Directorate
The Funding Corporation shall be under the

management of a Directorate composed of 3
members as follows:

(A) The director of the Office of Finance of
the Federal Home Loan Banks (or the head
of any successor office).

(B) 2 members selected by the Thrift De-
positor Protection Oversight Board from
among the presidents of the Federal Home
Loan Banks.

(2) Terms
Of the 2 members appointed under paragraph

(1)(B), 1 shall be appointed for an initial term
of 2 years and 1 shall be appointed for an ini-
tial term of 3 years. Thereafter, such members
shall be appointed for a term of 3 years.
(3) Vacancy

If any member leaves the office in which
such member was serving when appointed to
the Directorate—

(A) such member’s service on the Direc-
torate shall terminate on the date such
member leaves such office; and

(B) the successor to the office of such
member shall serve the remainder of such
member’s term.

(4) Equal representation of banks
No president of a Federal Home Loan Bank

may be appointed to serve an additional term
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on the Directorate until such time as the
presidents of each of the other Federal Home
Loan Banks have served as many terms as the
president of such bank.
(5) Chairperson

The Thrift Depositor Protection Oversight
Board shall select the chairperson of the Di-
rectorate from among the 3 members of the
Directorate.
(6) Staff

(A) No paid employees
The Funding Corporation shall have no

paid employees.
(B) Powers

The Directorate may, with the approval of
the Federal Housing Finance Board author-
ize the officers, employees, or agents of the
Federal Home Loan Banks to act for and on
behalf of the Funding Corporation in such
manner as may be necessary to carry out the
functions of the Funding Corporation.

(7) Administrative expenses
(A) In general

All administrative expenses of the Fund-
ing Corporation, including custodian fees,
shall be paid by the Federal Home Loan
Banks.
(B) Pro rata distribution

The amount each Federal Home Loan
Bank shall pay under subparagraph (A) shall
be determined by the Thrift Depositor Pro-
tection Oversight Board by multiplying the
total administrative expenses for any period
by the percentage arrived at by dividing—

(i) the aggregate amount the Thrift De-
positor Protection Oversight Board re-
quired such bank to invest in the Funding
Corporation (as of the time of such deter-
mination) under paragraphs (4) and (5) of
subsection (e) of this section (computed
without regard to paragraphs (3) or (6) of
such subsection); by

(ii) the aggregate amount the Thrift De-
positor Protection Oversight Board re-
quired all Federal Home Loan Banks to in-
vest (as of the time of such determination)
under such paragraphs.

(8) Regulation by Thrift Depositor Protection
Oversight Board

The Directorate of the Funding Corporation
shall be subject to such regulations, orders,
and directions as the Thrift Depositor Protec-
tion Oversight Board may prescribe.
(9) No compensation from Funding Corpora-

tion
Members of the Directorate of the Funding

Corporation shall receive no pay, allowance,
or benefit from the Funding Corporation for
serving on the Directorate.

(d) Powers of Funding Corporation
The Funding Corporation shall have only the

powers described in paragraphs (1) through (9),
subject to the other provisions of this section
and such regulations, orders, and directions as
the Thrift Depositor Protection Oversight Board
may prescribe:

(1) Issue stock
To issue nonvoting capital stock to the Fed-

eral Home Loan Banks.

(2) Purchase capital stock; transfer amounts
To purchase capital certificates issued by

the Resolution Trust Corporation under sec-
tion 1441a of this title, and to transfer
amounts to the Resolution Trust Corporation
pursuant to subsection (e)(8) of this section.

(3) Issue obligations
To issue debentures, bonds, or other obliga-

tions, and to borrow, to give security for any
amount borrowed, and to pay interest on (and
any redemption premium with respect to) any
such obligation or amount.

(4) Impose assessments
To impose assessments in accordance with

subsection (e)(7) of this section.

(5) Corporate seal
To adopt, alter, and use a corporate seal.

(6) Succession
To have succession until dissolved.

(7) Contracts
To enter into contracts.

(8) Authority to sue
To sue and be sued in its corporate capacity,

and to complain and defend in any action
brought by or against the Funding Corpora-
tion in any State or Federal court of com-
petent jurisdiction.

(9) Incidental powers
To exercise such incidental powers not in-

consistent with the provisions of this section
and section 1441a of this title as are necessary
and appropriate to carry out the provisions of
this section.

(e) Capitalization of Funding Corporation, etc.
(1) In general

(A) Amount required
The Thrift Depositor Protection Oversight

Board shall ensure that the aggregate of the
amounts obtained under this subsection
shall be sufficient so that—

(i) the Funding Corporation may transfer
the amounts required under paragraph (8);
and

(ii) the total of the face amounts (the
amount of principal payable at maturity)
of noninterest bearing instruments in the
Funding Corporation Principal Fund are
equal to the aggregate amount of principal
on the obligations of the Funding Corpora-
tion.

(B) Purchases of stock by Federal Home
Loan Banks

Each Federal Home Loan Bank shall pur-
chase stock in the Funding Corporation at
times and in amounts prescribed by the
Thrift Depositor Protection Oversight
Board.

(2) Par value; transferability
Each share of stock issued by the Funding

Corporation to a Federal Home Loan Bank
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shall have a par value in an amount deter-
mined by the Thrift Depositor Protection
Oversight Board and shall be transferable at
not less than par value only among the Fed-
eral Home Loan Banks in the manner and to
the extent prescribed by the Thrift Depositor
Protection Oversight Board.
(3) Maximum investment amount limitation for

each Federal Home Loan Bank
The cumulative amount of funds invested in

nonvoting capital stock of the Funding Cor-
poration by each Federal Home Loan Bank
under paragraph (1) shall not at any time ex-
ceed the sum of the amounts calculated under
subparagraphs (A) and (B), as adjusted in sub-
paragraph (C), as follows:

(A) Reserves and undivided profits on De-
cember 31, 1988

The sum on December 31, 1988, of—
(i) the reserves maintained by such Bank

pursuant to the reserve requirement con-
tained in the first 2 sentences of section
1436 of this title (as in effect on December
31, 1988); and

(ii) the undivided profits of such Bank,
minus the amounts invested in the capital
stock of the Financing Corporation pursu-
ant to section 1441 of this title.

(B) Subsequent additions to reserves and un-
divided profits

The amount, calculated until the date on
which the Funding Corporation Principal
Fund is fully funded, equal to—

(i) the sum of—
(I) the amounts added to reserves by

such Bank after December 31, 1988, pur-
suant to the reserve requirement con-
tained in the first 2 sentences of section
1436 of this title (as in effect on Decem-
ber 31, 1988); and

(II) the quarterly additions to undi-
vided profits of the Bank after December
31, 1988; minus

(ii) the amounts invested by such Bank
in the capital stock of the Financing Cor-
poration after December 31, 1988, pursuant
to the requirement contained in section
1441 of this title.

(C) Annual adjustment
The amounts in subparagraph (B) shall be

adjusted as follows:
(i) Increase in limit

If the aggregate amount for all Federal
Home Loan Banks determined under sub-
paragraph (B)(i) is less than $300,000,000 per
year, the limit for each Bank shall be in-
creased by an amount determined by the
Thrift Depositor Protection Oversight
Board by multiplying the aggregate defi-
ciency by the percentage applicable to
such Bank arrived at in the manner de-
scribed in paragraph (5).
(ii) Decrease in limit

If the aggregate amount for all Federal
Home Loan Banks determined under sub-
paragraph (B)(i) is more than $300,000,000
per year, the limit for each Bank shall be

decreased by an amount determined by the
Thrift Depositor Protection Oversight
Board by multiplying the aggregate excess
by the percentage applicable to such Bank
arrived at in the manner described in para-
graph (5).

(4) Pro rata distribution of first $1,000,000,000
invested in Funding Corporation by Fed-
eral Home Loan Banks

Of the first $1,000,000,000 of the aggregate
that the Federal Housing Finance Board (pur-
suant to section 1441 of this title) or the Thrift
Depositor Protection Oversight Board (under
this section) may require the Federal Home
Loan Banks collectively to invest in the cap-
ital stock of the Financing Corporation or in-
vest in the capital stock of the Funding Cor-
poration, respectively, the amount which each
Federal Home Loan Bank (or any successor to
the Bank) shall invest shall be determined by
the Federal Housing Finance Board or the
Thrift Depositor Protection Oversight Board
(as the case may be) by multiplying the aggre-
gate amount of such investment by all Banks
by the percentage appearing in the following
table for each such Bank:

Bank Percentage
Federal Home Loan Bank of Boston ................. 1.8629
Federal Home Loan Bank of New York ............ 9.1006
Federal Home Loan Bank of Pittsburgh ........... 4.2702
Federal Home Loan Bank of Atlanta................ 14.4007
Federal Home Loan Bank of Cincinnati ........... 8.2653
Federal Home Loan Bank of Indianapolis......... 5.2863
Federal Home Loan Bank of Chicago................ 9.6886
Federal Home Loan Bank of Des Moines .......... 6.9301
Federal Home Loan Bank of Dallas .................. 8.8181
Federal Home Loan Bank of Topeka ................ 5.2706
Federal Home Loan Bank of San Francisco...... 19.9644
Federal Home Loan Bank of Seattle................. 6.1422

(5) Pro rata distribution of amounts required
to be invested in excess of $1,000,000,000

Of any amount which the Thrift Depositor
Protection Oversight Board may require the
Federal Home Loan Banks to invest in capital
stock of the Funding Corporation under this
subsection in excess of the $1,000,000,000
amount referred to in paragraph (4), the
amount which each Federal Home Loan Bank
(or any successor to such Bank) shall invest
shall be determined by the Thrift Depositor
Protection Oversight Board by multiplying
the excess amount by the percentage arrived
at by dividing—

(A) the sum of the total assets (as of the
most recent December 31) held by all Sav-
ings Association Insurance Fund members
which are members of such Bank; by

(B) the sum of the total assets (as of such
date) held by all Savings Association Insur-
ance Fund members which are members of a
Federal Home Loan Bank.

(6) Special provisions relating to maximum
amount limitations

(A) In general
If the amount of any Federal Home Loan

Bank’s allocation under paragraph (5) ex-
ceeds the maximum amount applicable with
respect to such Bank (in this paragraph re-
ferred to as a ‘‘deficient Bank’’) under para-
graph (3) at the time of such determination
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(in this paragraph referred to as the ‘‘excess
amount’’)—

(i) the Thrift Depositor Protection Over-
sight Board shall require each Federal
Home Loan Bank that is not allocated an
amount under paragraph (5) that exceeds
its maximum under paragraph (3) (in this
paragraph referred to as a ‘‘remaining
Bank’’) to purchase stock in the Funding
Corporation (in addition to the amount de-
termined under paragraph (5) for such re-
maining Bank and subject to the maxi-
mum amount applicable with respect to
such remaining Bank under paragraph (3)
at the time of such determination) on be-
half of the deficient Bank the amount de-
termined under subparagraph (B);

(ii) the Thrift Depositor Protection
Oversight Board shall require the deficient
Bank to subsequently reimburse the re-
maining Banks out of its net earnings (or
reimbursements received from other
Banks) in the manner described in sub-
paragraphs (C) and (D); and

(iii) the requirements contained in sub-
paragraph (D) relating to the use of net
earnings shall apply to the deficient Bank
until such Bank has reimbursed the re-
maining Banks for all of the excess
amount.

(B) Allocation of excess amount among re-
maining Federal Home Loan Banks

(i) In general
The amount of stock each remaining

Federal Home Loan Bank shall be required
to purchase under subparagraph (A)(i) is
the amount determined by the Thrift De-
positor Protection Oversight Board by
multiplying the excess amount by the per-
centage arrived at by dividing—

(I) the cumulative amount of stock in
the Funding Corporation purchased
under this subsection by such remaining
Bank at the time of such determination;
by

(II) the aggregate of the cumulative
amounts invested under this subsection
by all remaining Banks at such time.

(ii) Reallocation
If the allocation under this subparagraph

results in a remaining Bank exceeding its
maximum amount under paragraph (3),
such excess amount shall be reallocated to
the other remaining Bank in accordance
with this subparagraph.

(C) Reimbursement procedure
(i) In general

A Bank on whose behalf stock is pur-
chased under subparagraph (A)(i) shall
make payments annually from amounts, if
any, in its reserve account (as described in
subparagraph (D)) to each Bank that made
payments on its behalf until a full reim-
bursement has been completed. A full re-
imbursement shall require repayment of
the excess amounts invested by other
Banks plus interest which shall accrue at
a rate equal to the annual average cost of

funds in the most recent year to all Fed-
eral Home Loan Banks and which shall
begin to accrue 2 years after the invest-
ments under subparagraph (A)(i) are made.
(ii) Determination of amounts

The Thrift Depositor Protection Over-
sight Board shall annually determine the
dollar amounts of such reimbursements by
distributing the amount available for such
reimbursements (at the time of such deter-
mination) from the reimbursing Bank to
the Banks that made purchases on its be-
half according to the shares of the reim-
bursing Bank’s excess amount that the
other Banks invested.

(D) Transfer to account for reimbursements
required

(i) In general
Of the net earnings for any year of a

Bank on whose behalf a purchase is made
under subparagraph (A)(i) and any reim-
bursements received from other Banks, the
amount necessary to make the reimburse-
ments required under subparagraph (A)(ii)
shall be placed in a reserve account (estab-
lished in the manner prescribed by the
Thrift Depositor Protection Oversight
Board), which shall be available only for
such reimbursements.
(ii) Limitation

The total amount placed in such reserve
account in any year by any Bank shall not
exceed an amount equal to 20 percent of
the net earnings of such Bank for such
year.

(7) Additional sources
If each Federal Home Loan Bank has ex-

hausted the amount applicable with respect to
the Bank under paragraph (3) after purchases
under paragraphs (4), (5), and (6), the amounts
necessary to provide additional funding for the
Funding Corporation Principal Fund shall be
obtained from the following sources:

(A) Assessments
The Funding Corporation, with the ap-

proval of the Board of Directors of the Fed-
eral Deposit Insurance Corporation, shall as-
sess against each Savings Association Insur-
ance Fund member an assessment (in the
same manner as assessments are assessed
against such members by the Federal De-
posit Insurance Corporation pursuant to sec-
tion 1817 of this title) except that—

(i) the maximum amount of the aggre-
gate amount assessed shall be the amount
of additional funds necessary to fund the
Funding Corporation Principal Fund;

(ii) the sum of—
(I) the amount assessed under this sub-

paragraph; and
(II) the amount assessed by the Fi-

nancing Corporation under section 1441
of this title;

shall not exceed the amount authorized to
be assessed against Savings Association
Insurance Fund members pursuant to sec-
tion 1817 of this title;
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(iii) the Financing Corporation shall
have first priority to make the assess-
ment; and

(iv) the amount of the applicable assess-
ment determined under such section 1817
of this title shall be reduced by the sum
described in clause (ii) of this subpara-
graph.

(B) Receivership proceeds
To the extent the amounts available pur-

suant to subparagraph (A) are insufficient to
fund the Funding Corporation Principal
Fund, the Federal Deposit Insurance Cor-
poration shall transfer amounts to the Fund-
ing Corporation from the liquidating divi-
dends and payments made on claims re-
ceived by the FSLIC Resolution Fund from
receiverships.

(8) Transfer to RTC
The Funding Corporation shall transfer to

the Resolution Trust Corporation $1,200,000,000
in fiscal year 1989.

(f) Obligations of Funding Corporation

(1) Issuance
The Funding Corporation may issue bonds,

notes, debentures, and similar obligations in
an aggregate amount not to exceed
$30,000,000,000. No obligation may be issued
under this paragraph unless, at the time of is-
suance, the face amounts (the amount of prin-
cipal payable at maturity) of noninterest bear-
ing instruments in the Funding Corporation
Principal Fund are equal to the aggregate
amount of principal on the obligations of the
Funding Corporation that will be outstanding
following such issuance.

(2) Interest payments
The Funding Corporation shall pay the in-

terest due on such obligations from funds ob-
tained for such interest payments from the
following sources:

(A) Earnings on certain assets
Earnings on assets of the Funding Cor-

poration which are not invested in the Fund-
ing Corporation Principal Fund shall be used
for interest payments on outstanding debt of
the Funding Corporation.

(B) Proceeds from Resolution Trust Corpora-
tion

To the extent the amounts available pur-
suant to subparagraph (A) are insufficient to
cover the amount of interest payments, the
Resolution Trust Corporation shall pay to
the Funding Corporation—

(i) the liquidating dividends and pay-
ments made on claims received by the Res-
olution Trust Corporation from receiver-
ships to the extent such proceeds are de-
termined by the Thrift Depositor Protec-
tion Oversight Board to be in excess of
funds presently necessary for resolution
costs; and

(ii) any proceeds from warrants and par-
ticipations acquired by the Resolution
Trust Corporation.

(C) Payments by Federal home loan banks
(i) In general

To the extent that the amounts avail-
able pursuant to subparagraphs (A) and (B)
are insufficient to cover the amount of in-
terest payments, each Federal home loan
bank shall pay to the Funding Corporation
in each calendar year, 20.0 percent of the
net earnings of that Bank (after deducting
expenses relating to section 1430(j) of this
title and operating expenses).
(ii) Annual determination

The Board annually shall determine the
extent to which the value of the aggregate
amounts paid by the Federal home loan
banks exceeds or falls short of the value of
an annuity of $300,000,000 per year that
commences on the issuance date and ends
on the final scheduled maturity date of the
obligations, and shall select appropriate
present value factors for making such de-
terminations, in consultation with the
Secretary of the Treasury.
(iii) Payment term alterations

The Board shall extend or shorten the
term of the payment obligations of a Fed-
eral home loan bank under this subpara-
graph as necessary to ensure that the
value of all payments made by the Banks
is equivalent to the value of an annuity re-
ferred to in clause (ii).
(iv) Term beyond maturity

If the Board extends the term of pay-
ment obligations beyond the final sched-
uled maturity date for the obligations,
each Federal home loan bank shall con-
tinue to pay 20.0 percent of its net earn-
ings (after deducting expenses relating to
section 1430(j) of this title and operating
expenses) to the Treasury of the United
States until the value of all such payments
by the Federal home loan banks is equiva-
lent to the value of an annuity referred to
in clause (ii). In the final year in which the
Federal home loan banks are required to
make any payment to the Treasury under
this subparagraph, if the dollar amount
represented by 20.0 percent of the net earn-
ings of the Federal home loan banks ex-
ceeds the remaining obligation of the
Banks to the Treasury, the Finance Board
shall reduce the percentage pro rata to a
level sufficient to pay the remaining obli-
gation.

(D) Proceeds from sale of assets
To the extent the amounts available pur-

suant to subparagraphs (A), (B), and (C) are
insufficient to cover the amount of interest
payments, the FSLIC Resolution Fund shall
transfer to the Funding Corporation any net
proceeds from the sale of assets received
from the Resolution Trust Corporation,
which shall be used by the Funding Corpora-
tion to pay such interest.
(E) Treasury backup

(i) In general
To the extent the amounts available pur-

suant to subparagraphs (A), (B), (C), and
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(D) are insufficient to cover the amount of
interest payments, the Secretary of the
Treasury shall pay to the Funding Cor-
poration the additional amount due, which
shall be used by the Funding Corporation
to pay such interest.
(ii) Liability of Funding Corporation

In each instance where the Secretary is
required to make a payment under this
subparagraph to the Funding Corporation,
the amount of the payment shall become a
liability of the Funding Corporation to be
repaid to the Secretary upon dissolution of
the Funding Corporation (to the extent the
Funding Corporation may have any re-
maining assets).
(iii) Appropriation of funds

There are hereby appropriated to the
Secretary, for fiscal year 1989 and each fis-
cal year thereafter, such sums as may be
necessary to carry out clause (i).

(3) Principal payments
On maturity of an obligation issued under

this subsection, the obligation shall be repaid
by the Funding Corporation from the liquida-
tion of noninterest bearing instruments held
in the Funding Corporation Principal Fund.
(4) Proceeds to be transferred to Resolution

Trust Corporation
Subject to terms and conditions approved by

the Thrift Depositor Protection Oversight
Board, the proceeds (less any discount, plus
any premium, net of issuance costs) of any ob-
ligation issued by the Funding Corporation
shall be used to—

(A) purchase the capital certificates issued
by the Resolution Trust Corporation under
section 1441a of this title; or

(B) refund any previously issued obligation
the proceeds of which were transferred in the
manner described in subparagraph (A).

(5) Investment of United States funds in obliga-
tions

Obligations issued under this section by the
Funding Corporation, at the direction of the
Thrift Depositor Protection Oversight Board
shall be lawful investments, and may be ac-
cepted as security, for all fiduciary, trust, and
public funds the investment or deposit of
which shall be under the authority or control
of the United States or any officer of the
United States.
(6) Market for obligations

All persons having the power to invest in,
sell, underwrite, purchase for their own ac-
counts, accept as security, or otherwise deal in
obligations of the Federal Home Loan Banks
shall also have the power to do so with respect
to obligations of the Funding Corporation.
(7) Tax exempt status

(A) In general
Except as provided in subparagraph (B),

obligations of the Funding Corporation shall
be exempt from tax both as to principal and
interest to the same extent as any obliga-
tion of a Federal Home Loan Bank is exempt
from tax under section 1433 of this title.

(B) Exception
The Funding Corporation, like the Federal

Home Loan Banks, shall be treated as an
agency of the United States for purposes of
the first sentence of section 3124(b) of title 31
(relating to determination of tax status of
interest on obligations).

(8) Obligations not exempt securities
(A) In general

For purposes of the laws administered by
the Securities and Exchange Commission,
obligations of the Funding Corporation—

(i) shall not be considered to be securi-
ties issued or guaranteed by a person con-
trolled or supervised by, or acting as an in-
strumentality of, the Government of the
United States; and

(ii) shall not be considered to be ‘‘ex-
empted securities’’ within the meaning of
section 78c(a)(12)(A)(i) of title 15, except
that such obligations shall be considered
to be exempted securities for purposes of
section 78o of title 15.

(B) Authority of Commission
Notwithstanding subparagraph (A), the Se-

curities and Exchange Commission may, by
rule or order, consistent with the public in-
terest and the protection of investors, ex-
empt securities issued by the Funding Cor-
poration from the registration requirements
of the Securities Act of 1933 [15 U.S.C. 77a et
seq.], subject to such terms and conditions
as the Commission may prescribe.

(9) Minority participation in public or nego-
tiated offerings

The Thrift Depositor Protection Oversight
Board and the Directorate shall ensure that
minority owned or controlled commercial
banks, investment banking firms, under-
writers, and bond counsels throughout the
United States have an opportunity to partici-
pate to a significant degree in any public or
negotiated offering of obligations issued under
this section.
(10) No full faith and credit of the United

States
Obligations of the Funding Corporation shall

not be obligations of, or guaranteed as to prin-
cipal by, the Federal Home Loan Bank Sys-
tem, the Federal Home Loan Banks, the
United States, or the Resolution Trust Cor-
poration and the obligations shall so plainly
state. The Secretary shall pay interest on such
obligations as required pursuant to this sub-
section.

(g) Use and disposition of assets of Funding Cor-
poration not transferred to Resolution Trust
Corporation

(1) In general
Subject to regulations, restrictions, and lim-

itations prescribed by the Thrift Depositor
Protection Oversight Board, assets of the
Funding Corporation which are not required to
be invested in capital certificates issued by
the Resolution Trust Corporation under sec-
tion 1441a of this title and are not needed for
current interest payments shall be invested in
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1 See References in Text note below.

direct obligations of the United States issued
by the Secretary.
(2) Separate account for zero coupon instru-

ments held to ensure payment of principal
Except as provided in subsection (e)(8) of

this section, the Funding Corporation shall in-
vest amounts received pursuant to subsection
(e) of this section in, and hold in a separate ac-
count to be known as the Funding Corporation
Principal Fund, noninterest bearing instru-
ments—

(A) which are direct obligations of the
United States issued by the Secretary; and

(B) the total of the face amounts (the
amount of principal payable at maturity) of
which is approximately equal to the aggre-
gate amount of principal on the obligations
of the Funding Corporation.

(h) Miscellaneous provisions
(1) Treatment for certain purposes

Except as provided in subsection (f)(7)(B) of
this section, the Funding Corporation shall be
treated as a Federal Home Loan Bank for pur-
poses of section 1433 of this title (to the extent
such section relates to State, municipal, and
local taxation) and section 1443 of this title.
(2) Federal Reserve banks as depositaries and

fiscal agents
The Federal Reserve banks are authorized to

act as depositaries for or fiscal agents or cus-
todians of the Funding Corporation.
(3) Applicability of certain provisions relating

to Government corporations
The Funding Corporation shall be treated,

for purposes of sections 9105,1 9107, and 9108 of
title 31, as a mixed-ownership Government
corporation which has capital of the Govern-
ment.
(4) Jurisdiction and power to remove

(A) Federal court jurisdiction
Notwithstanding any other provision of

law, any civil action, suit, or proceeding to
which the Funding Corporation is a party
shall be deemed to arise under the laws of
the United States, and the United States dis-
trict courts shall have original jurisdiction
over such action, suit, or proceeding.
(B) Removal

The Funding Corporation may, without
bond or security, remove any such action,
suit, or proceeding from a State court to the
United States District Court for the District
of Columbia.

(i) Annual report
(1) In general

The Thrift Depositor Protection Oversight
Board shall annually submit a full report of
the operations, activities, budget, receipts,
and expenditures of the Funding Corporation
for the preceding 12-month period.
(2) Contents

The report required under paragraph (1)
shall include—

(A) audited statements and any informa-
tion necessary to make known the financial
condition and operations of the Funding
Corporation in accordance with generally
accepted accounting principles;

(B) the financial operating plans and fore-
casts (including estimates of actual and fu-
ture spending, and estimates of actual and
future cash obligations) of the Funding Cor-
poration taking into account its financial
commitments, guarantees, and other contin-
gent liabilities; and

(C) the results of the annual audit of the
financial transactions of the Funding Cor-
poration conducted by the Comptroller Gen-
eral pursuant to section 9105(a) of title 31.

(3) Submission to Congress and President
The Thrift Depositor Protection Oversight

Board shall submit each annual report re-
quired under this subsection to the Congress
and the President as soon as practicable after
the end of the calendar year for which the re-
port is made, but not later than June 30 of the
year following such calendar year.

(j) Termination of Funding Corporation
(1) In general

The Funding Corporation shall be dissolved,
as soon as practicable, after the maturity and
full payment of all obligations issued by the
Funding Corporation under this section.
(2) Authority of Thrift Depositor Protection

Oversight Board to conclude affairs of
Funding Corporation

Effective on the date of the dissolution of
the Funding Corporation under paragraph (1),
the Thrift Depositor Protection Oversight
Board may exercise on behalf of the Funding
Corporation any power of the Funding Cor-
poration which the Thrift Depositor Protec-
tion Oversight Board determines to be nec-
essary to settle and conclude the affairs of the
Funding Corporation.

(k) Definitions
For purposes of this section:
(1) Administrative expenses

The term ‘‘administrative expenses’’ does
not include—

(A) any interest on, or any redemption pre-
mium with respect to, any obligation of the
Funding Corporation; or

(B) issuance costs.
(2) Custodian fee

The term ‘‘custodian fee’’ means—
(A) any fee incurred by the Funding Cor-

poration in connection with the transfer of
any security to, or the maintenance of any
security in, the segregated account estab-
lished under subsection (g) of this section;
and

(B) any other expense incurred by the
Funding Corporation in connection with the
establishment or maintenance of such ac-
count.

(3) Funding Corporation
The term ‘‘Funding Corporation’’ means the

Resolution Funding Corporation established in
subsection (b) of this section.
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(4) Funding Corporation Principal Fund
The term ‘‘Funding Corporation Principal

Fund’’ means the separate account established
under subsection (g)(2) of this section.

(5) Issuance costs
The term ‘‘issuance costs’’—

(A) means issuance fees and commissions
incurred by the Funding Corporation in con-
nection with the issuance or servicing of any
obligation of the Funding Corporation; and

(B) includes legal and accounting expenses,
trustee and fiscal and paying agent charges,
costs incurred in connection with preparing
and printing offering materials, and adver-
tising expenses, to the extent that any such
cost or expense is incurred by the Funding
Corporation in connection with issuing any
obligation.

(6) Net earnings
The term ‘‘net earnings’’ means net earnings

without reduction for chargeoffs or expenses
incurred by a Federal Home Loan Bank for the
purchase of capital stock of the Financing
Corporation or payments relating to the Fund-
ing Corporation required by the Thrift Deposi-
tor Protection Oversight Board under sub-
sections (e) and (f) of this section.

(7) Thrift Depositor Protection Oversight
Board

The term ‘‘Thrift Depositor Protection Over-
sight Board’’ means—

(A) the Thrift Depositor Protection Over-
sight Board of the Resolution Trust Corpora-
tion under section 1441a of this title; and

(B) after the termination of the Resolution
Trust Corporation—

(i) the Secretary of the Treasury;
(ii) the Chairman of the Board of Gov-

ernors of the Federal Reserve System; and
(iii) the Secretary of Housing and Urban

Development.

(8) Savings Association Insurance Fund mem-
ber

The term ‘‘Savings Association Insurance
Fund member’’ means a Savings Association
Insurance member as such term is defined by
section 1817(l) of this title.

(9) Secretary
The term ‘‘Secretary’’ means the Secretary

of the Treasury.

(10) Undivided profits
The term ‘‘undivided profits’’ means earn-

ings retained after dividends have been paid
minus the sum of—

(A) that portion required to be added to re-
serves maintained pursuant to the first 2
sentences of section 1436 of this title; and

(B) the dollar amounts held by the respec-
tive Federal Home Loan Banks in special
dividend stabilization reserves on December
31, 1985, as determined by the table set forth
in section 1441(d)(7) of this title.

(l) Regulations
The Thrift Depositor Protection Oversight

Board may prescribe any regulations necessary
to carry out this section.

(July 22, 1932, ch. 522, § 21B, as added Pub. L.
101–73, title V, § 511(a), Aug. 9, 1989, 103 Stat. 394;
amended Pub. L. 102–233, title III, § 302(b), Dec.
12, 1991, 105 Stat. 1767; Pub. L. 102–550, title XVI,
§ 1613(a)(7), (9), Oct. 28, 1992, 106 Stat. 4092; Pub.
L. 104–208, div. A, title II, § 2704(d)(5), (11)(E), (F),
Sept. 30, 1996, 110 Stat. 3009–488, 3009–489; Pub. L.
106–102, title VI, § 607(a), Nov. 12, 1999, 113 Stat.
1455.)

REFERENCES IN TEXT

The Securities Act of 1933, referred to in subsec.
(f)(8)(B), is act May 27, 1933, ch. 38, title I, 48 Stat. 74,
as amended, which is classified generally to subchapter
I (§ 77a et seq.) of chapter 2A of Title 15, Commerce and
Trade. For complete classification of this Act to the
Code, see section 77a of Title 15 and Tables.

Section 9105 of title 31, referred to in subsec. (h)(3),
was amended generally by Pub. L. 101–576, title III,
§ 305, Nov. 15, 1990, 104 Stat. 2853, and, as so amended, no
longer contains provisions relating to mixed-ownership
Government corporations having capital of the Govern-
ment.

AMENDMENTS

1999—Subsec. (f)(2)(C). Pub. L. 106–102 amended sub-
par. (C) generally, substituting present provisions for
provisions requiring Federal Home Loan Banks to pay
to the Funding Corporation each calendar year an
amount sufficient to cover amount of interest pay-
ments made by the Corporation in that year, and provi-
sions relating to determination of each Bank’s individ-
ual share of such annual amount.

1996—Subsec. (e). Pub. L. 104–208, § 2704(d)(11)(E),
which directed the amendment of subsec. (e) by insert-
ing, in par. (5), ‘‘as of the date of funding’’ after ‘‘Sav-
ings Association Insurance Fund members’’ in two
places and by striking par. (7) and redesignating par. (8)
as (7), was not executed. See Effective Date of 1996
Amendment note below.

Subsec. (f)(2)(C)(ii)(I), (II). Pub. L. 104–208, § 2704(d)(5),
which directed the amendment of subcls. (I) and (II) by
substituting ‘‘to insured depository institutions, and
their successors, which were Savings Association Insur-
ance Fund members on September 1, 1995’’ for ‘‘to Sav-
ings Associations Insurance Fund members’’, was not
executed. See Effective Date of 1996 Amendment note
below.

Subsec. (k)(8) to (10). Pub. L. 104–208, § 2704(d)(11)(F),
which directed the amendment of subsec. (k) by strik-
ing par. (8) and redesignating pars. (9) and (10) as (8)
and (9), respectively, was not executed. See Effective
Date of 1996 Amendment note below.

1992—Subsecs. (c)(8), (j)(2). Pub. L. 102–550, § 1613(a)(7),
inserted ‘‘Thrift Depositor Protection’’ before ‘‘Over-
sight’’ in headings.

Subsec. (k)(7). Pub. L. 102–550, § 1613(a)(9), substituted
‘‘Thrift Depositor Protection Oversight’’ for ‘‘Over-
sight’’ in heading.

1991—Pub. L. 102–233 substituted ‘‘Thrift Depositor
Protection Oversight Board’’ for ‘‘Oversight Board’’
wherever appearing in text.

EFFECTIVE DATE OF 1999 AMENDMENT

Pub. L. 106–102, title VI, § 607(b), Nov. 12, 1999, 113
Stat. 1456, provided that: ‘‘The amendment made by
subsection (a) [amending this section] shall become ef-
fective on January 1, 2000. Payments made by a Federal
home loan bank before that effective date shall be
counted toward the total obligation of that Bank under
section 21B(f)(2)(C) of the Federal Home Loan Bank Act
[12 U.S.C. 1441b(f)(2)(C)], as amended by this section.’’

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–208 effective Jan. 1, 1999,
if no insured depository institution is a savings asso-
ciation on that date, see section 2704(c) of Pub. L.
104–208, set out as a note under section 1821 of this title.
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EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Resolution Trust Corporation Refinancing, Re-
structuring, and Improvement Act of 1991, Pub. L.
102–233, as of Dec. 12, 1991, see section 1618 of Pub. L.
102–550, set out as a note under section 1441 of this title.

EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by Pub. L. 102–233 effective Feb. 1, 1992,
see section 318 of Pub. L. 102–233, set out as a note
under section 1441 of this title.

ABOLITION OF THRIFT DEPOSITOR PROTECTION OVERSIGHT
BOARD

Thrift Depositor Protection Oversight Board abol-
ished, see section 14(a)–(d) of Pub. L. 105–216, set out as
a note under section 1441a of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1422, 1426, 1430,
1436, 1441, 1441a, 1821a of this title; title 26 section 501.

§ 1442. Member financial information

(a) In general
In order to enable the Federal Home Loan

Banks to carry out the provisions of this chap-
ter, the Secretary of the Treasury, the Comp-
troller of the Currency, the Chairman of the
Board of Governors of the Federal Reserve Sys-
tem, the Chairperson of the Federal Deposit In-
surance Corporation, the Chairperson of the Na-
tional Credit Union Administration, and the Di-
rector of the Office of Thrift Supervision, upon
request by any Federal Home Loan Bank—

(1) shall make available in confidence to any
Federal Home Loan Bank, such reports,
records, or other information as may be avail-
able, relating to the condition of any member
of any Federal Home Loan Bank or any insti-
tution with respect to which any such Bank
has had or contemplates having transactions
under this chapter; and

(2) may perform through their examiners or
other employees or agents, for the confidential
use of the Federal Home Loan Bank, examina-
tions of institutions for which such agency is
the appropriate Federal banking regulatory
agency.

In addition, the Comptroller of the Currency,
the Chairman of the Board of Governors of the
Federal Reserve System, the Chairperson of the
National Credit Union Administration, and the
Director of the Office of Thrift Supervision shall
make available to the Board or any Federal
Home Loan Bank the financial reports filed by
members of any Bank to enable the Board or a
Bank to compile and publish cost of funds indi-
ces or other financial or statistical reports.
(b) Consent by members

Every member of a Federal Home Loan Bank
shall, as a condition precedent thereto, be
deemed—

(1) to consent to such examinations as the
Bank or the Board may require for the pur-
poses of this chapter;

(2) to agree that reports of examinations by
local, State, or Federal agencies or institu-
tions may be furnished by such authorities to
the Bank or the Board upon request; and

(3) to agree to give the Bank or the Federal
agency, upon request, such information as

they may need to compile and publish cost of
funds indices and to publish other reports or
statistical summaries pertaining to the activi-
ties of Bank members.

(July 22, 1932, ch. 522, § 22, 47 Stat. 739; Pub. L.
101–73, title VII, § 719, Aug. 9, 1989, 103 Stat. 422.)

AMENDMENTS

1989—Pub. L. 101–73 amended section generally. Prior
to amendment, section read as follows:

‘‘(a) In order to enable the board to carry out the pro-
visions of this chapter, the Treasury Department, the
Comptroller of the Currency, the Board of Governors of
the Federal Reserve System, and the Federal reserve
banks are authorized, under such conditions as they
may prescribe, to make available to the board in con-
fidence for its use and the use of any Federal Home
Loan Bank such reports, records, or other information
as may be available, relating to the condition of insti-
tutions with respect to which any such Federal Home
Loan Bank has had or contemplates having trans-
actions under this chapter or relating to persons whose
obligations are offered to or held by any Federal Home
Loan Bank, and to make through their examiners or
other employees, for the confidential use of the board
or any Federal Home Loan Bank, examinations of such
institutions.

‘‘(b) Every institution which shall apply for advances
under this chapter shall, as a condition precedent
thereto, consent to such examination as the bank or
the board may require for the purposes of this chapter
and/or that reports of examinations by constituted au-
thorities may be furnished by such authorities to the
bank or the board upon request therefor.’’

§ 1442a. Repealed. Pub. L. 106�102, title VI,
§ 606(c), Nov. 12, 1999, 113 Stat. 1454

Section, act July 22, 1932, ch. 522, § 22A, as added Aug.
10, 1987, Pub. L. 100–86, title IV, § 407(d), 101 Stat. 617, re-
lated to informal review of certain supervisory deci-
sions.

§ 1443. Forms of bank stock and obligations

Any stock, debentures, bonds, notes, or other
obligations issued under the authority of this
chapter may be issued in uncertificated form,
utilizing a book entry method, or in certificated
form under such rules, regulations, or guidelines
as the Board of Directors of the Federal Housing
Finance Board may provide.

(July 22, 1932, ch. 522, § 23, 47 Stat. 739; Pub. L.
101–73, title VII, § 717, Aug. 9, 1989, 103 Stat. 422.)

AMENDMENTS

1989—Pub. L. 101–73 amended section generally. Prior
to amendment, section read as follows: ‘‘In order that
the Federal Home Loan Banks may be supplied with
such forms of stock, debentures, and bonds as may be
necessary under this chapter, the Secretary of the
Treasury is authorized to prepare such forms thereof as
shall be suitable and approved by the board, which
shall be held in the Treasury subject to delivery, upon
order of the board. The engraved plates, dies, and bed
pieces executed in connection therewith shall remain
in the custody of the Secretary of the Treasury. The
board shall reimburse the Secretary of the Treasury for
any expense incurred in the preparation, custody, and
delivery of such stock, debentures, and bonds.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1441, 1441b of
this title.

§ 1444. Eligibility to membership in banks

(a) Any organization organized under the laws
of any State and subject to inspection and regu-
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lation under the banking or similar laws of such
State shall be eligible to become a member
under this chapter if—

(1) it is organized solely for the purpose of
supplying credit to its members;

(2) its membership (A) is confined exclu-
sively to building and loan associations, sav-
ings and loan associations, cooperative banks,
and homestead associations; or (B) is confined
exclusively to savings banks; and

(3) of the institutions to which its member-
ship is confined which are organized within
the State, its membership includes a majority
of such institutions.

(b) In all respects, but subject to such addi-
tional rules and regulations as the Board may
provide, any such organization shall be a mem-
ber for the purposes of this chapter.

(July 22, 1932, ch. 522, § 24, 47 Stat. 739; Pub. L.
101–73, title VII, § 701(b)(1), (3)(A), Aug. 9, 1989,
103 Stat. 412.)

AMENDMENTS

1989—Subsec. (b). Pub. L. 101–73 substituted ‘‘Board’’
for ‘‘board’’.

§ 1445. Succession of Federal Home Loan Banks

Each Federal Home Loan Bank shall have suc-
cession until dissolved by the Board under this
chapter or by further act of Congress.

(July 22, 1932, ch. 522, § 25, 47 Stat. 740; Pub. L.
101–73, title VII, § 701(b)(1), (3)(A), Aug. 9, 1989,
103 Stat. 412.)

AMENDMENTS

1989—Pub. L. 101–73 substituted ‘‘Board’’ for ‘‘board’’.

§ 1446. Liquidation or reorganization; acquisition
of assets by other banks; assumption of li-
abilities

Whenever the Board finds that the efficient
and economical accomplishment of the purposes
of this chapter will be aided by such action, and
in accordance with such rules, regulations, and
orders as the Board may prescribe, any Federal
Home Loan Bank may be liquidated or reorga-
nized, and its stock paid off and retired in whole
or in part in connection therewith after paying
or making provision for the payment of its li-
abilities. In the case of any such liquidation or
reorganization, any other Federal Home Loan
Bank may, with the approval of the Board, ac-
quire assets of any such liquidated or reorga-
nized bank and assume liabilities thereof, in
whole or in part.

(July 22, 1932, ch. 522, § 26, 47 Stat. 740; Pub. L.
101–73, title VII, § 701(b)(1), (3)(A), Aug. 9, 1989,
103 Stat. 412.)

AMENDMENTS

1989—Pub. L. 101–73 substituted ‘‘Board’’ for ‘‘board’’
wherever appearing.

§ 1447. Repealed. Pub. L. 106�102, title VI,
§ 606(c), Nov. 12, 1999, 113 Stat. 1454

Section, act July 22, 1932, ch. 522, § 27, as added Pub.
L. 103–204, § 18, Dec. 17, 1993, 107 Stat. 2401, related to
Housing Opportunity Hotline program.

A prior section 1447, act July 22, 1932, ch. 522, § 27, 47
Stat. 740, related to institutions authorized to sub-

scribe for stock of banks, prior to repeal by Pub. L.
101–73, title VII, § 704(c), Aug. 9, 1989, 103 Stat. 416.

§ 1448. Effect of partial invalidity of chapter

If any provision of this chapter, or the applica-
tion thereof to any person or circumstances, is
held invalid, the remainder of the chapter, and
the application of such provision to other per-
sons or circumstances, shall not be affected
thereby.

(July 22, 1932, ch. 522, § 28, 47 Stat. 740.)

§ 1449. Reservation of right to amend or repeal
chapter

The right to alter, amend, or repeal this chap-
ter is expressly reserved.

(July 22, 1932, ch. 522, § 30, 47 Stat. 741.)

CHAPTER 11A�FEDERAL HOME LOAN
MORTGAGE CORPORATION

Sec.
1451. Definitions.
1452. Federal Home Loan Mortgage Corporation.

(a) Creation; Board of Directors; policies;
principal office; membership; term;
vacancies.

(b) Capital distributions; limitation.
(c) Powers of the Corporation.
(d) Investment of funds; designation as

depositary, custodian, or agent for
Corporation of any Federal Reserve
bank, Federal home loan bank, or
any bank designated as depositary
of public money.

(e) Exemption from Federal, State, and
local taxation; exception; applica-
bility of other provisions.

(f) Actions by and against the Corpora-
tion; jurisdiction; removal of ac-
tions; attachment or execution is-
sued against the Corporation.

(g) Mortgages, obligations, or other secu-
rities sold by Corporation deemed
lawful investments for security pur-
poses.

(h) Report on comparability of compensa-
tion policies and financial perform-
ance of Corporation and payments
earned by executive officers; prohi-
bition on payments to terminated
executive officers.

1453. Capitalization of Federal Home Loan Mort-
gage Corporation.

(a) Common stock; issuance.
(b) Par value.

1454. Purchase and sale of mortgages; residential
mortgages; conventional mortgages; terms
and conditions of sale or other disposition;
authority to enter into, perform, and carry
out transactions.

(a) Authority for purchase and sale; resi-
dential mortgages; conventional
mortgages; terms and conditions of
sale or other disposition; lending
activities.

(b) Authority of other institutions to
enter into, perform, and carry out
transactions.

(c) Prior approval of Secretary for new
programs.

1455. Obligations and securities of the Corporation.
(a) Authority to issue; terms and condi-

tions; validity.
(b) Prohibitions and restrictions; cre-

ation of liens and charges; rank and
priority; causes of action to enforce;
jurisdiction; service of process.
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1 See References in Text note below.

Sec.
(c) Purchase of obligations; funds, maxi-

mum amount of purchases, etc.
(d) Validity of provisions; validity of re-

strictions, prohibitions, liens, or
charges.

(e) Authority to purchase, hold, or invest
by person, trust, or organization.

(f) Preferred stock.
(g) Securities exempt from regulation.
(h) Securities backed by mortgages not

purchased by Corporation.
(i) Prohibition on assessment or collec-

tion of fee or charge by United
States.

(j) Notes, debentures, or substantially
identical types of unsecured obliga-
tions; issuance, maturities, interest
rates, etc.

(k) Securities in form of debt obligations
or trust certificates of beneficial in-
terest; issuance, maturities, inter-
est rates, etc.

1456. Immunity of Corporation; audits and report-
ing requirements; data collection; Housing
Advisory Council.

(a) Rights and remedies of Corporation;
State qualifications or similar stat-
utes.

(b) Government audits; procedure; access
to records, etc.; reimbursement of
costs.

(c) Financial reports; submission to Di-
rector; contents.

(d) Independent audits of financial state-
ments.

(e) Mortgage data collection and report-
ing requirements.

(f) Report on housing activities; con-
tents; public disclosure.

(g) Affordable Housing Advisory Council.
1457. Prohibited activities; penalties for violations

by organizations, officers and members of
organizations, and individuals.

1458. Territorial applicability.
1459. Separability.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 1422b, 4541, 4562,
4564, 4566, 4603, 4631, 4636 of this title.

§ 1451. Definitions

As used in this chapter—
(a) The term ‘‘Board of Directors’’ means the

Board of Directors of the Corporation.
(b) The term ‘‘Corporation’’ means the Federal

Home Loan Mortgage Corporation created by
this chapter.

(c) The term ‘‘law’’ includes any law of the
United States or of any State (including any
rule of law or of equity).

(d) The term ‘‘mortgage’’ includes such classes
of liens as are commonly given or are legally ef-
fective to secure advances on, or the unpaid pur-
chase price of, real estate under the laws of the
State in which the real estate is located or a
manufactured home that is personal property
under the laws of the State in which the manu-
factured home is located together with the cred-
it instruments, if any, secured thereby, and in-
cludes interests in mortgages.

(e) The term ‘‘organization’’ means any cor-
poration, partnership, association, business
trust, or business entity.

(f) The term ‘‘prescribe’’ means to prescribe by
regulations or otherwise.

(g) The term ‘‘property’’ includes any prop-
erty, whether real, personal, mixed, or other-
wise, including without limitation on the gener-
ality of the foregoing choses in action and mort-
gages, and includes any interest in any of the
foregoing.

(h) The term ‘‘residential mortgage’’ means a
mortgage which (1) is a mortgage on real estate,
in fee simple or under a leasehold having such
term as may be prescribed by the Corporation,
upon which there is located a structure or struc-
tures designed in whole or in part for residential
use, or which comprises or includes one or more
condominium units or dwelling units (as defined
by the Corporation) and (2) has such characteris-
tics and meets such requirements as to amount,
term, repayment provisions, number of families,
status as a lien on such real estate, and other-
wise, as may be prescribed by the Corporation.
The term ‘‘residential mortgage’’ also includes a
loan or advance of credit insured under title I of
the National Housing Act [12 U.S.C. 1702 et seq.]
whose original proceeds are applied for in order
to finance energy conserving improvements, or
the addition of a solar energy system, to resi-
dential real estate. The term ‘‘residential mort-
gage’’ also includes a loan or advance of credit
for such purposes, or purchased from any public
utility carrying out activities in accordance
with the requirements of title II of the National
Energy Conservation Policy Act [42 U.S.C. 8211
et seq.] if the residential mortgage to be pur-
chased is a loan or advance of credit the original
proceeds of which are applied for in order to fi-
nance the purchase and installation of residen-
tial energy conservation measures (as defined in
section 210(11) 1 of the National Energy Con-
servation Policy Act) in residential real estate,
not having the benefit of such insurance and in-
cludes loans made where the lender relies for
purposes of repayment primarily on the borrow-
er’s general credit standing and forecast of in-
come, with or without other security. The term
‘‘residential mortgage’’ is also deemed to in-
clude a secured loan or advance of credit the
proceeds of which are intended to finance the re-
habilitation, renovation, modernization, refur-
bishment, or improvement of properties as to
which the Corporation may purchase a ‘‘residen-
tial mortgage’’ as defined under the first sen-
tence of this subsection. Such term shall also in-
clude other secured loans that are secured by a
subordinate lien against a property as to which
the Corporation may purchase a residential
mortgage as defined under the first sentence of
this subsection. A ‘‘secured loan or advance of
credit’’ is one in which a security interest is
taken in the rehabilitated, renovated, modern-
ized, refurbished, or improved property. Such
term shall also include a mortgage, lien, or
other security interest on the stock or member-
ship certificate issued to a tenant-stockholder
or resident-member by a cooperative housing
corporation, as defined in section 216 of title 26,
and on the proprietary lease, occupancy agree-
ment, or right of tenancy in the dwelling unit of
the tenant-stockholder or resident-member in
such cooperative housing corporation. The term
‘‘residential mortgage’’ also includes a loan or
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advance of credit secured by a mortgage or
other lien on a manufactured home that is the
principal residence of the borrower, without re-
gard to whether the security property is real,
personal, or mixed.

(i) The term ‘‘conventional mortgage’’ means
a mortgage other than a mortgage as to which
the Corporation has the benefit of any guaranty,
insurance or other obligation by the United
States or any of its agencies or instrumental-
ities.

(j) The term ‘‘security’’ has the meaning as-
cribed to it by section 77b of title 15.

(k) The term ‘‘State’’, whether used as a noun
or otherwise, includes the several States, the
District of Columbia, the Commonwealth of
Puerto Rico, and the territories and possessions
of the United States.

(l) The term ‘‘mortgage insurance program’’
includes, in the case of a residential mortgage
secured by a manufactured home, any manufac-
tured home lending program under title I of the
National Housing Act [12 U.S.C. 1702 et seq.].

(Pub. L. 91–351, title III, § 302, July 24, 1970, 84
Stat. 451; Pub. L. 95–619, title II, § 245, Nov. 9,
1978, 92 Stat. 3233; Pub. L. 95–630, title XVII,
§ 1702, Nov. 10, 1978, 92 Stat. 3718; Pub. L. 96–153,
title III, § 316(c), Dec. 21, 1979, 93 Stat. 1118; Pub.
L. 96–294, title V, § 534(a)(2), June 30, 1980, 94
Stat. 741; Pub. L. 98–440, title II, §§ 202, 203(b)(1),
204, Oct. 3, 1984, 98 Stat. 1693–1695; Pub. L. 99–514,
§ 2, Oct. 22, 1986, 100 Stat. 2095; Pub. L. 102–550,
title XIII, § 1382(b), Oct. 28, 1992, 106 Stat. 4002.)

REFERENCES IN TEXT

The National Housing Act, referred to in subsecs. (h)
and (l), is act June 27, 1934, ch. 847, 48 Stat. 1246, as
amended. Title I of the National Housing Act is classi-
fied generally to subchapter I (§ 1702 et seq.) of chapter
13 of this title. For complete classification of this Act
to the Code, see section 1701 of this title and Tables.

The National Energy Conservation Policy Act, re-
ferred to in subsec. (h), is Pub. L. 95–619, Nov. 9, 1978, 92
Stat. 3208, as amended. Title II of the Act is classified
principally to subchapter II (§ 8211 et seq.) of chapter 91
of Title 42, The Public Health and Welfare. Section 210
of the Act (42 U.S.C. 8211) was omitted from the Code
pursuant to section 8229 of Title 42 which terminated
authority under that section June 30, 1989. For com-
plete classification of this Act to the Code, see Short
Title note set out under section 8201 of Title 42 and
Tables.

AMENDMENTS

1992—Subsec. (h). Pub. L. 102–550 substituted ‘‘pur-
chased from any public utility carrying out activities
in accordance with the requirements of title II of the
National Energy Conservation Policy Act if the resi-
dential mortgage to be purchased is a loan or advance
of credit the original proceeds of which are applied for
in order to finance the purchase and installation of res-
idential energy conservation measures (as defined in
section 210(11) of the National Energy Conservation
Policy Act) in residential real estate’’ for ‘‘made by a
public utility and purchased by the Corporation pursu-
ant to the first sentence of section 1454(a)(1) of this
title’’.

1986—Subsec. (h). Pub. L. 99–514 substituted ‘‘Internal
Revenue Code of 1986’’ for ‘‘Internal Revenue Code of
1954’’, which for purposes of codification was translated
as ‘‘title 26’’ thus requiring no change in text.

1984—Subsec. (d). Pub. L. 98–440, § 202(a), inserted ref-
erence to a manufactured home that is personal prop-
erty under the laws of the State in which the manufac-
tured home is located.

Subsec. (h). Pub. L. 98–440, § 203(b)(1), substituted
‘‘status as a lien’’ for ‘‘status as a first lien’’ and ‘‘Such
term shall also include other secured loans that are se-
cured by a subordinate lien against a property as to
which the Corporation may purchase a residential
mortgage as defined under the first sentence of this
subsection’’ for ‘‘The maximum principal obligation of
loans purchased by virtue of the preceding sentence
shall not exceed the dollar limits prescribed by the
Federal Home Loan Bank Board with respect to similar
types of loans made by Federal savings and loan asso-
ciations’’.

Pub. L. 98–440, § 202(b), inserted provision that term
‘‘residential mortgage’’ also includes a loan or advance
of credit secured by a mortgage or other lien on a man-
ufactured home that is the principal residence of the
borrower, without regard to whether the security prop-
erty is real, personal, or mixed.

Subsec. (i). Pub. L. 98–440, § 204, substituted ‘‘any of
its agencies or instrumentalities’’ for ‘‘a State or an
agency or instrumentality of either’’.

Subsec. (l). Pub. L. 98–440, § 202(c), added subsec. (l).
1980—Subsec. (h). Pub. L. 96–294 inserted provision re-

lating to loans or advances of credit made by a public
utility and purchased by the Corporation pursuant to
section 1454(a)(1) of this title.

1979—Subsec. (h). Pub. L. 96–153 expanded definition
of residential mortgage to include a mortgage, lien, or
other security interest on the stock or membership cer-
tificate issued to a tenant-stockholder or resident-
member by a cooperative housing corporation, and on
the proprietary lease, occupancy agreement, or right of
tenancy in the dwelling unit of the tenant-stockholder
or resident-member in such cooperative housing cor-
poration.

1978—Subsec. (h). Pub. L. 95–630 inserted provisions
expanding definition of ‘‘residential mortgage’’ to in-
clude a secured loan or advance of credit the proceeds
of which are intended to finance the rehabilitation,
renovation, modernization, refurbishment, or improve-
ment of properties as to which the Corporation may
purchase a ‘‘residential mortgage’’ as defined under
first sentence of this subsection, provisions relating to
the maximum principal obligation of loans, and provi-
sions defining ‘‘secured loan or advance of credit’’.

Pub. L. 95–619 inserted provisions relating to loans or
advances of credit insured under title I of the National
Housing Act whose original proceeds were applied for
to finance energy conserving improvements or solar en-
ergy systems and provisions relating to certain loans
or advances of credit for such purposes not so insured.

EFFECTIVE DATE OF 1978 AMENDMENT

Section 1703 of Pub. L. 95–630 provided that: ‘‘This
title [amending sections 1451 and 1464 of this title] shall
take effect upon enactment [Nov. 10, 1978].’’

SHORT TITLE OF 1981 AMENDMENT

Pub. L. 97–110, title II, § 201, Dec. 26, 1981, 95 Stat. 1514,
provided that: ‘‘This title [amending sections 1454 and
1717 of this title and enacting provisions set out as a
note under section 1454 of this title] may be cited as the
‘Mortgage Purchase Amendments of 1981’.’’

SHORT TITLE AND STATEMENT OF PURPOSE

Section 301 of title III of Pub. L. 91–351, as amended
by Pub. L. 101–73, title VII, § 731(a), Aug. 9, 1989, 103
Stat. 429; Pub. L. 102–550, title XIII, § 1382(a), Oct. 28,
1992, 106 Stat. 4002, provided that:

‘‘(a) This title [enacting this chapter] may be cited as
the ‘Federal Home Loan Mortgage Corporation Act’.

‘‘(b) It is the purpose of the Federal Home Loan Mort-
gage Corporation—

‘‘(1) to provide stability in the secondary market
for residential mortgages;

‘‘(2) to respond appropriately to the private capital
market;

‘‘(3) to provide ongoing assistance to the secondary
market for residential mortgages (including activi-
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ties relating to mortgages on housing for low- and
moderate-income families involving a reasonable eco-
nomic return that may be less than the return earned
on other activities) by increasing the liquidity of
mortgage investments and improving the distribution
of investment capital available for residential mort-
gage financing; and

‘‘(4) to promote access to mortgage credit through-
out the Nation (including central cities, rural areas,
and underserved areas) by increasing the liquidity of
mortgage investments and improving the distribution
of investment capital available for residential mort-
gage financing.’’

REGULATIONS

Section 1383 of Pub. L. 102–550 provided that:
‘‘(a) IN GENERAL.—The Secretary of Housing and

Urban Development and the Director, as appropriate,
shall issue any final regulations necessary to imple-
ment the amendments made by this subtitle [subtitle D
(§§ 1381–1383) of title XIII of Pub. L. 102–550, amending
this section and sections 1452 to 1456, 1716, 1717 to 1719,
1723, 1723a, and 1723c of this title and provisions set out
as a note above] not later than the expiration of the 18-
month period beginning on the date of the enactment
of this Act [Oct. 28, 1992].

‘‘(b) NOTICE AND COMMENT.—The regulations under
this section shall be issued after notice and oppor-
tunity for public comment pursuant to the provisions
of section 553 of title 5, United States Code.’’

§ 1452. Federal Home Loan Mortgage Corpora-
tion

(a) Creation; Board of Directors; policies; prin-
cipal office; membership; term; vacancies

(1) There is hereby created the Federal Home
Loan Mortgage Corporation, which shall be a
body corporate under the direction of a Board of
Directors. Within the limitations of law and reg-
ulation, the Board of Directors shall determine
the general policies that govern the operations
of the Corporation. The principal office of the
Corporation shall be in the District of Columbia
or at any other place determined by the Cor-
poration.

(2)(A) The Board of Directors of the Corpora-
tion shall consist of 18 persons, 5 of whom shall
be appointed annually by the President of the
United States and the remainder of whom shall
be elected annually by the voting common
stockholders. The Board of Directors shall at all
times have as members appointed by the Presi-
dent of the United States at least 1 person from
the homebuilding industry, at least 1 person
from the mortgage lending industry, at least 1
person from the real estate industry, and at
least 1 person from an organization that has rep-
resented consumer or community interests for
not less than 2 years or 1 person who has dem-
onstrated a career commitment to the provision
of housing for low-income households.

(B) Each member of the Board of Directors
shall be such or elected for a term ending on the
date of the next annual meeting of the voting
common stockholders, except that any ap-
pointed member may be removed from office by
the President for good cause.

(C) Any appointive seat on the Board of Direc-
tors that becomes vacant shall be filled by ap-
pointment by the President of the United
States, but only for the unexpired portion of the
term. Any elective seat on the Board of Direc-
tors that becomes vacant after the annual elec-

tion of the directors shall be filled by the Board
of Directors, but only for the unexpired portion
of the term.

(D) Any member of the Board of Directors who
is a full-time officer or employee of the Federal
Government shall not, as such member, receive
compensation for services as such a member.
(b) Capital distributions; limitation

(1) Except as provided in paragraph (2), the
Corporation may make such capital distribu-
tions (as such term is defined in section 4502 of
this title) as may be declared by the Board of
Directors.

(2) The Corporation may not make any capital
distribution that would decrease the total cap-
ital of the Corporation (as such term is defined
in section 4502 of this title) to an amount less
than the risk-based capital level for the Cor-
poration established under section 4611 of this
title or that would decrease the core capital of
the Corporation (as such term is defined in sec-
tion 4502 of this title) to an amount less than
the minimum capital level for the Corporation
established under section 4612 of this title, with-
out prior written approval of the distribution by
the Director of the Office of Federal Housing En-
terprise Oversight of the Department of Housing
and Urban Development.
(c) Powers of the Corporation

The Corporation shall have power (1) to adopt,
alter, and use a corporate seal; (2) to have suc-
cession until dissolved by Act of Congress; (3) to
make and enforce such bylaws, rules, and regu-
lations as may be necessary or appropriate to
carry out the purposes or provisions of this
chapter; (4) to make and perform contracts,
agreements, and commitments; (5) to prescribe
and impose fees and charges for services by the
Corporation; (6) to settle, adjust, and com-
promise, and with or without consideration or
benefit to the Corporation to release or waive in
whole or in part, in advance or otherwise, any
claim, demand, or right of, by, or against the
Corporation; (7) to sue and be sued, complain
and defend, in any State, Federal, or other
court; (8) to acquire, take, hold, and own, and to
deal with and dispose of any property; and (9) to
determine its necessary expenditures and the
manner in which the same shall be incurred, al-
lowed, and paid, and appoint, employ, and fix
and provide for the compensation and benefits of
officers, employees, attorneys, and agents as the
Board of Directors determines reasonable and
comparable with compensation for employment
in other similar businesses (including publicly
held financial institutions or other major finan-
cial services companies) involving similar duties
and responsibilities, except that a significant
portion of potential compensation of all execu-
tive officers (as such term is defined in sub-
section (h)(3) of this section) of the Corporation
shall be based on the performance of the Cor-
poration, all without regard to any other law ex-
cept as may be provided by the Corporation or
by laws hereafter enacted by the Congress ex-
pressly in limitation of this sentence. The Cor-
poration, with the consent of any such depart-
ment, establishment, or instrumentality, in-
cluding any field services thereof, may utilize
and act through any such department, establish-
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ment, or instrumentality and may avail itself of
the use of information, services, facilities, and
personnel thereof, and may pay compensation
therefor, and all of the foregoing are hereby au-
thorized to provide the same to the Corporation
as it may request.
(d) Investment of funds; designation as deposi-

tary, custodian, or agent for Corporation of
any Federal Reserve bank, Federal home
loan bank, or any bank designated as deposi-
tary of public money

Funds of the Corporation may be invested in
such investments as the Board of Directors may
prescribe. Any Federal Reserve bank or Federal
home loan bank, or any bank as to which at the
time of its designation by the Corporation there
is outstanding a designation by the Secretary of
the Treasury as a general or other depositary of
public money, may be designated by the Cor-
poration as a depositary or custodian or as a fis-
cal or other agent of the Corporation, and is
hereby authorized to act as such depositary, cus-
todian, or agent. When designated for that pur-
pose by the Secretary of the Treasury, the Cor-
poration shall be a depositary of public money,
under such regulations as may be prescribed by
the Secretary of the Treasury, and may also be
employed as fiscal or other agent of the United
States, and it shall perform all such reasonable
duties as such depositary or agent as may be re-
quired of it.
(e) Exemption from Federal, State, and local tax-

ation; exception; applicability of other provi-
sions

The Corporation, including its franchise, ac-
tivities, capital, reserves, surplus, and income,
shall be exempt from all taxation now or here-
after imposed by any territory, dependency, or
possession of the United States or by any State,
county, municipality, or local taxing authority,
except that any real property of the Corporation
shall be subject to State, territorial, county,
municipal, or local taxation to the same extent
according to its value as other real property is
taxed.
(f) Actions by and against the Corporation; juris-

diction; removal of actions; attachment or
execution issued against the Corporation

Notwithstanding section 1349 of title 28 or any
other provision of law, (1) the Corporation shall
be deemed to be an agency included in sections
1345 and 1442 of such title 28; (2) all civil actions
to which the Corporation is a party shall be
deemed to arise under the laws of the United
States, and the district courts of the United
States shall have original jurisdiction of all
such actions, without regard to amount or
value; and (3) any civil or other action, case or
controversy in a court of a State, or in any
court other than a district court of the United
States, to which the Corporation is a party may
at any time before the trial thereof be removed
by the Corporation, without the giving of any
bond or security, to the district court of the
United States for the district and division em-
bracing the place where the same is pending, or,
if there is no such district court, to the district
court of the United States for the district in
which the principal office of the Corporation is

located, by following any procedure for removal
of causes in effect at the time of such removal.
(g) Mortgages, obligations, or other securities

sold by Corporation deemed lawful invest-
ments for security purposes

All mortgages, obligations, or other securities
which are or have been sold by the Corporation
pursuant to section 1454 or section 1455 of this
title shall be lawful investments, and may be ac-
cepted as security for all fiduciary, trust, and
public funds, the investment or deposits of
which shall be under the authority and control
of the United States or any officers thereof.
(h) Report on comparability of compensation

policies and financial performance of Cor-
poration and payments earned by executive
officers; prohibition on payments to termi-
nated executive officers

(1) Not later than June 30, 1993, and annually
thereafter, the Corporation shall submit a re-
port to the Committee on Banking, Finance and
Urban Affairs of the House of Representatives
and the Committee on Banking, Housing, and
Urban Affairs of the Senate on (A) the com-
parability of the compensation policies of the
Corporation with the compensation policies of
other similar businesses, (B) in the aggregate,
the percentage of total cash compensation and
payments under employee benefit plans (which
shall be defined in a manner consistent with the
Corporation’s proxy statement for the annual
meeting of shareholders for the preceding year)
earned by executive officers of the Corporation
during the preceding year that was based on the
Corporation’s performance, and (C) the com-
parability of the Corporation’s financial per-
formance with the performance of other similar
businesses. The report shall include a copy of
the Corporation’s proxy statement for the an-
nual meeting of shareholders for the preceding
year.

(2) Notwithstanding the first sentence of sub-
section (c) of this section, after October 28, 1992,
the Corporation may not enter into any agree-
ment or contract to provide any payment of
money or other thing of current or potential
value in connection with the termination of em-
ployment of any executive officer of the Cor-
poration, unless such agreement or contract is
approved in advance by the Director of the Of-
fice of Federal Housing Enterprise Oversight of
the Department of Housing and Urban Develop-
ment. The Director may not approve any such
agreement or contract unless the Director deter-
mines that the benefits provided under the
agreement or contract are comparable to bene-
fits under such agreements for officers of other
public and private entities involved in financial
services and housing interests who have com-
parable duties and responsibilities. For purposes
of this paragraph, any renegotiation, amend-
ment, or change after October 28, 1992, to any
such agreement or contract entered into on or
before October 28, 1992, shall be considered en-
tering into an agreement or contract.

(3) For purposes of this subsection, the term
‘‘executive officer’’ has the meaning given the
term in section 4502 of this title.

(Pub. L. 91–351, title III, § 303, July 24, 1970, 84
Stat. 452; Pub. L. 96–153, title III, § 316(b), Dec. 21,
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1979, 93 Stat. 1118; Pub. L. 98–369, div. A, title I,
§ 177(a), July 18, 1984, 98 Stat. 709; Pub. L. 101–73,
title VII, § 731(b)(1), (c), Aug. 9, 1989, 103 Stat. 429,
431; Pub. L. 102–550, title XIII, § 1382(c)(1), (d)–(h),
Oct. 28, 1992, 106 Stat. 4002–4004.)

AMENDMENTS

1992—Subsec. (a)(2)(A). Pub. L. 102–550, § 1382(c)(1), in
second sentence, struck out ‘‘and’’ after ‘‘mortgage
lending industry,’’ and inserted before period ‘‘, and at
least 1 person from an organization that has rep-
resented consumer or community interests for not less
than 2 years or 1 person who has demonstrated a career
commitment to the provision of housing for low-in-
come households’’.

Subsec. (a)(2)(B). Pub. L. 102–550, § 1382(d), inserted be-
fore period at end ‘‘, except that any appointed member
may be removed from office by the President for good
cause’’.

Subsec. (b). Pub. L. 102–550, § 1382(e), amended subsec.
(b) generally, substituting present provisions for provi-
sions which outlined general regulatory authority of
the Secretary of Housing and Urban Development over
Corporation in such areas as mortgage purchases, divi-
dends, examinations and audits, outstanding obliga-
tions, conversion of stock and debt obligations, residen-
tial mortgage transactions, and approval or disapproval
of requests.

Subsec. (c). Pub. L. 102–550, § 1382(f)(1), (g), in cl. (9) of
first sentence, inserted ‘‘as the Board of Directors de-
termines reasonable and comparable with compensa-
tion for employment in other similar businesses (in-
cluding publicly held financial institutions or other
major financial services companies) involving similar
duties and responsibilities, except that a significant
portion of potential compensation of all executive offi-
cers (as such term is defined in subsection (h)(3) of this
section) of the Corporation shall be based on the per-
formance of the Corporation’’ and struck out after first
sentence ‘‘Nothing in this chapter or any other law
shall be construed to prevent the appointment, employ-
ment, and provision for compensation and benefits, as
an officer, employee, attorney, or agent of the Corpora-
tion, of any officer, employee, attorney, or agent of any
department, establishment, or corporate or other in-
strumentality of the Government, including any Fed-
eral home loan bank or member thereof.’’

Subsec. (f). Pub. L. 102–550, § 1382(h), struck out at end
‘‘No attachment or execution shall be issued against
the Corporation or any of its property before final judg-
ment in any State, Federal, or other court.’’

Subsec. (h). Pub. L. 102–550, § 1382(f)(2), added subsec.
(h).

1989—Subsec. (a). Pub. L. 101–73, § 731(b)(1), amended
subsec. (a) generally, reorganizing provisions into pars.
(1) and (2), and substituting provisions setting forth
general policies as governing Board, membership re-
quirements and vacancies, for provisions setting forth
status of members, liabilities, and conditions and limi-
tations.

Subsecs. (b) to (g). Pub. L. 101–73, § 731(c), added sub-
sec. (b) and redesignated former subsecs. (b) to (f) as (c)
to (g), respectively.

1984—Subsec. (d). Pub. L. 98–369 struck out ‘‘by the
United States,’’ before ‘‘by any territory’’, substituted
‘‘possession of the United States’’ for ‘‘possession
thereof,’’ and struck out ‘‘The provisions of this sub-
section shall be applicable without regard to any other
law, including without limitation on the generality of
the foregoing section 3301 of title 26, except laws here-
after enacted by Congress expressly in limitation of
this subsection.’’

1979—Subsec. (f). Pub. L. 96–153 added subsec. (f).

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set

out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

EFFECTIVE DATE OF 1992 AMENDMENT

Section 1382(c)(2) of Pub. L. 102–550 provided that:
‘‘The amendments made by paragraph (1) [amending
this section] shall apply to the first annual appoint-
ment by the President of members to the Board of Di-
rectors of the Federal Home Loan Mortgage Corpora-
tion that occurs after the date of the enactment of this
Act [Oct. 28, 1992].’’

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by Pub. L. 98–369, effective Jan. 1, 1985,
see section 177(d) of Pub. L. 98–369, set out as a note
under section 172 of Title 26, Internal Revenue Code.

TRANSITIONAL PROVISIONS

Section 731(b)(2) of Pub. L. 101–73 provided that:
‘‘(A) INTERIM BOARD.—

‘‘(i) ESTABLISHMENT.—There shall be an interim
Board of Directors of the Federal Home Loan Mort-
gage Corporation, which shall serve from the date of
the enactment of this Act [Aug. 9, 1989] until the date
of the 1st meeting of the voting common shareholders
of the Corporation at which the first election of the
directors elected by the shareholders occurs.

‘‘(ii) MEMBERS.—The interim Board of Directors of
the Federal Home Loan Mortgage Corporation shall
consist of—

‘‘(I) the President of the Corporation; and
‘‘(II) the persons who were (on the day before the

date of the enactment of this Act) the Chairman of
the Federal Home Loan Bank Board and the Sec-
retary of Housing and Urban Development (or their
designees).
‘‘(iii) QUORUM.—A quorum of the interim Board of

Directors of the Federal Home Loan Mortgage Cor-
poration shall consist of a majority of the directors
duly serving from time to time.
‘‘(B) ELECTION OF PERMANENT DIRECTORS.—The first

meeting of the voting common shareholders of the Fed-
eral Home Loan Mortgage Corporation for election of
directors shall occur, under procedures established by
the Corporation, within 6 months after the date of the
enactment of this Act.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1455, 4513 of this
title.

§ 1453. Capitalization of Federal Home Loan
Mortgage Corporation

(a) Common stock; issuance
The common stock of the Corporation shall

consist of voting common stock, which shall be
issued to such holders in the manner and
amount, and subject to any limitations on con-
centration of ownership, as may be established
by the Corporation.

(b) Par value
The voting common stock shall have such par

value and other characteristics as the Corpora-
tion provides. The voting common stock shall be
vested with all voting rights, each share being
entitled to 1 vote. The free transferability of the
voting common stock at all times to any person,
firm, corporation or other entity shall not be re-
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stricted except that, as to the Corporation, it
shall be transferable only on the books of the
Corporation.

(Pub. L. 91–351, title III, § 304, July 24, 1970, 84
Stat. 454; Pub. L. 101–73, title VII, § 731(d)(1), (3),
Aug. 9, 1989, 103 Stat. 432; Pub. L. 102–550, title
XIII, § 1382(i), Oct. 28, 1992, 106 Stat. 4004.)

AMENDMENTS

1992—Subsec. (a). Pub. L. 102–550, § 1382(i)(2), (3)(C), re-
designated par. (1) as subsec. (a), struck out provisions
of par. (1)(A) which related to common stock of Cor-
poration consisting in part of nonvoting common stock
issued only to Federal home loan banks, restate provi-
sions of par. (1)(B) as text of subsec. (a), and redesig-
nated par. (2) as subsec. (b).

Subsec. (b). Pub. L. 102–550, § 1382(i)(1), (3), redesig-
nated subsec. (a)(2) as (b), struck out ‘‘nonvoting com-
mon stock and the’’ before ‘‘voting common stock shall
have such’’, struck out at end ‘‘Nonvoting common
stock of the Corporation shall be evidenced in the man-
ner and shall be transferable only to the extent, to the
transferees, and in the manner, provided by the Cor-
poration.’’, and struck out former subsec. (b) which
read as follows: ‘‘The Federal home loan banks shall
from time to time subscribe, at such price not less than
par as the Corporation shall from time to time fix, for
such amounts of nonvoting common stock as the Cor-
poration prescribes, and such banks shall pay therefor
at such time or times and in such amount or amounts
as may from time to time be fixed by call of the Cor-
poration. The amount of the payments for which such
banks may be obligated under such subscriptions shall
not exceed a cumulative total of $100,000,000.’’

Subsec. (c). Pub. L. 102–550, § 1382(i)(1), struck out sub-
sec. (c) which read as follows: ‘‘Subscriptions of the re-
spective Federal home loan banks to nonvoting com-
mon stock shall be allocated by the Corporation.’’

Subsec. (d). Pub. L. 102–550, § 1382(i)(1), struck out sub-
sec. (d) which read as follows: ‘‘The Corporation may
retire at any time all or any part of the nonvoting com-
mon stock of the Corporation, or may call for retire-
ment all or any part of the nonvoting common stock of
the Corporation by (1) publishing a notice of the call in
the Federal Register or providing such notice in such
other manner as the Corporation may determine to be
appropriate, and (2) depositing with the Treasurer of
the United States, for the purpose of such retirement,
funds sufficient to effect such retirement. No call for
the retirement of any nonvoting common stock shall be
made, and no nonvoting common stock shall be retired
without call, if immediately after such action, the
total of the nonvoting common stock not called for re-
tirement and of the reserves and surplus of the Cor-
poration would be less than $100,000,000. The retirement
of nonvoting common stock shall be at the par value
thereof, or at the price at which such nonvoting com-
mon stock was issued if such price is greater than par
value. No declaration of any dividend on nonvoting
common stock of the Corporation shall be effective
with respect to nonvoting common stock which at the
time of such declaration is the subject of an outstand-
ing retirement call the effective date of which has ar-
rived.’’

1989—Subsec. (a). Pub. L. 101–73, § 731(d)(1), amended
subsec. (a) generally. Prior to amendment, subsec. (a)
read as follows: ‘‘The capital stock of the Corporation
shall consist of nonvoting common stock which shall be
issued only to Federal home loan banks and shall have
such par value and such other characteristics as the
Corporation prescribes. Stock of the Corporation shall
be evidenced in such manner and shall be transferable
only to such extent, to such transferees, and in such
manner as the Corporation prescribes.’’

Subsec. (b). Pub. L. 101–73, § 731(d)(3)(A), substituted
‘‘nonvoting common stock’’ for ‘‘common stock’’.

Subsec. (c). Pub. L. 101–73, § 731(d)(3)(B), substituted
‘‘nonvoting common stock’’ for ‘‘such stock’’.

Subsec. (d). Pub. L. 101–73, § 731(d)(3)(C), inserted
‘‘nonvoting common’’ before ‘‘stock’’ wherever appear-
ing.

CONVERSION OF STOCK

Section 731(d)(2) of Pub. L. 101–73 provided that: ‘‘On
the date of the enactment of this Act [Aug. 9, 1989],
each share of outstanding senior participating pre-
ferred stock of the Federal Home Loan Mortgage Cor-
poration, with a par value of $2.50 per share, shall be
changed into and shall become 1 share of voting com-
mon stock of the Corporation. Such voting common
stock shall, with respect to the nonvoting common
stock of the Corporation, retain all of the rights, prior-
ities and privileges of the senior participating preferred
stock. The transformation of the senior participating
preferred stock into voting common stock under this
paragraph shall be deemed to satisfy the obligation of
the Corporation to redeem senior participating pre-
ferred stock for non-callable common stock.’’

§ 1454. Purchase and sale of mortgages; residen-
tial mortgages; conventional mortgages;
terms and conditions of sale or other disposi-
tion; authority to enter into, perform, and
carry out transactions

(a) Authority for purchase and sale; residential
mortgages; conventional mortgages; terms
and conditions of sale or other disposition;
lending activities

(1) The Corporation is authorized to purchase,
and make commitments to purchase, residential
mortgages. The Corporation may hold and deal
with, and sell or otherwise dispose of, pursuant
to commitments or otherwise, any such mort-
gage or interest therein. The operations of the
Corporation under this section shall be confined
so far as practicable to residential mortgages
which are deemed by the Corporation to be of
such quality, type, and class as to meet gener-
ally the purchase standards imposed by private
institutional mortgage investors. The Corpora-
tion may establish requirements, and impose
charges or fees, which may be regarded as ele-
ments of pricing, for different classes of sellers
or servicers, and for such purposes the Corpora-
tion is authorized to classify sellers or servicers
according to type, size, location, assets, or,
without limitation on the generality of the fore-
going, on such other basis or bases of differen-
tiation as the Corporation may consider nec-
essary or appropriate to effectuate the purposes
or provisions of this chapter. The Corporation
may specify requirements concerning among
other things, (A) minimum net worth; (B) super-
visory mechanisms; (C) warranty compensation
mechanisms; (D) prior approval of facilities; (E)
prior origination and servicing experience with
respect to different types of mortgages; (F) cap-
ital contributions and substitutes; (G) mortgage
purchase volume limits; and (H) reduction of
mortgage purchases during periods of borrowing.
With respect to any particular type of seller, the
Corporation shall not be required to make avail-
able programs involving prior approval of mort-
gages, optional delivery of mortgages, and pur-
chase of other than conventional mortgages to
an extent greater than the Corporation elects to
make such programs available to other types of
eligible sellers. Any requirements specified by
the Corporation pursuant to the preceding three
sentences must bear a rational relationship to
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the purposes or provisions of this chapter, but
will not be considered discriminatory solely on
the grounds of differential effects on types of el-
igible sellers. Insofar as is practicable, the Cor-
poration shall make reasonable efforts to en-
courage participation in its programs by each
type of eligible seller. Nothing in this section
authorizes the Corporation to impose any
charge or fee upon any mortgagee approved by
the Secretary of Housing and Urban Develop-
ment for participation in any mortgage insur-
ance program under the National Housing Act
[12 U.S.C. 1701 et seq.] solely because of such
status.

(2) No conventional mortgage secured by a
property comprising one- to four-family dwell-
ing units shall be purchased under this section if
the outstanding principal balance of the mort-
gage at the time of purchase exceeds 80 per cen-
tum of the value of the property securing the
mortgage, unless (A) the seller retains a partici-
pation of not less than 10 per centum in the
mortgage; (B) for such period and under such
circumstances as the Corporation may require,
the seller agrees to repurchase or replace the
mortgage upon demand of the Corporation in
the event that the mortgage is in default; or (C)
that portion of the unpaid principal balance of
the mortgage which is in excess of such 80 per
centum is guaranteed or insured by a qualified
insurer as determined by the Corporation. The
Corporation shall not issue a commitment to
purchase a conventional mortgage prior to the
date the mortgage is originated, if such mort-
gage is eligible for purchase under the preceding
sentence only by reason of compliance with the
requirements of clause (A) of such sentence. The
Corporation may purchase a conventional mort-
gage which was originated more than one year
prior to the purchase date only if the seller is
the Federal Deposit Insurance Corporation, the
Resolution Trust Corporation, the National
Credit Union Administration, or any other seller
currently engaged in mortgage lending or in-
vesting activities. With respect to any trans-
action in which a seller contemporaneously sells
mortgages originated more than one year old
prior to the date of sale to the Corporation and
receives in payment for such mortgages securi-
ties representing undivided interests only in
those mortgages, the Corporation shall not im-
pose any fee or charge upon an eligible seller
which is not a member of a Federal Home Loan
Bank which differs from that imposed upon an
eligible seller which is such a member. The Cor-
poration shall establish limitations governing
the maximum original principal obligation of
conventional mortgages that are purchased by
it; in any case in which the Corporation pur-
chases a participation interest in such a mort-
gage, the limitation shall be calculated with re-
spect to the total original principal obligation
of the mortgage and not merely with respect to
the interest purchased by the Corporation. Such
limitations shall not exceed $93,750 for a mort-
gage secured by a single-family residence,
$120,000 for a mortgage secured by a two-family
residence, $145,000 for a mortgage secured by a
three-family residence, and $180,000 for a mort-
gage secured by a four-family residence, except
that such maximum limitations shall be ad-

justed effective January 1 of each year begin-
ning with 1981. Each such adjustment shall be
made by adding to each such amount (as it may
have been previously adjusted) a percentage
thereof equal to the percentage increase during
the twelve-month period ending with the pre-
vious October in the national average one-fam-
ily house price in the monthly survey of all
major lenders conducted by the Federal Housing
Finance Board. The foregoing limitations may
be increased by not to exceed 50 per centum with
respect to properties located in Alaska, Guam,
Hawaii, and the Virgin Islands.

(3) The sale or other disposition by the Cor-
poration of a mortgage under this section may
be with or without recourse, and shall be upon
such terms and conditions relating to resale, re-
purchase, guaranty, substitution, replacement,
or otherwise as the Corporation may prescribe.

(4)(A) The Corporation is authorized to pur-
chase, service, sell, lend on the security of, and
otherwise deal in (i) residential mortgages that
are secured by a subordinate lien against a one-
to four-family residence that is the principal
residence of the mortgagor; and (ii) residential
mortgages that are secured by a subordinate
lien against a property comprising five or more
family dwelling units. If the Corporation shall
have purchased, serviced, sold, or otherwise
dealt with any other outstanding mortgage se-
cured by the same residence, the aggregate
original amount of such other mortgage and the
mortgage authorized to be purchased, serviced,
sold, or otherwise dealt with under this para-
graph shall not exceed the applicable limitation
determined under paragraph (2).

(B) The Corporation shall establish limita-
tions governing the maximum original principal
obligation of such mortgages. In any case in
which the Corporation purchases a participation
interest in such a mortgage, the limitation shall
be calculated with respect to the total original
principal obligation of such mortgage secured by
a subordinate lien and not merely with respect
to the interest purchased by the Corporation.
Such limitations shall not exceed (i) with re-
spect to mortgages described in subparagraph
(A)(i), 50 per centum of the single-family resi-
dence mortgage limitation determined under
paragraph (2); and (ii) with respect to mortgages
described in subparagraph (A)(ii), the applicable
limitation determined under paragraph (2).

(C) No subordinate mortgage against a one- to
four-family residence shall be purchased by the
Corporation if the total outstanding indebted-
ness secured by the property as a result of such
mortgage exceeds 80 per centum of the value of
such property unless (i) that portion of such
total outstanding indebtedness that exceeds
such 80 per centum is guaranteed or insured by
a qualified insurer as determined by the Cor-
poration; (ii) the seller retains a participation of
not less than 10 per centum in the mortgage; or
(iii) for such period and under such circum-
stances as the Corporation may require, the sell-
er agrees to repurchase or replace the mortgage
upon demand of the Corporation in the event
that the mortgage is in default. The Corporation
shall not issue a commitment to purchase a sub-
ordinate mortgage prior to the date the mort-
gage is originated, if such mortgage is eligible
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for purchase under the preceding sentence only
by reason of compliance with the requirements
of clause (iii) of such sentence.

(5) The Corporation is authorized to lend on
the security of, and to make commitments to
lend on the security of, any mortgage that the
Corporation is authorized to purchase under this
section. The volume of the Corporation’s lending
activities and the establishment of its loan ra-
tios, interest rates, maturities, and charges or
fees in its secondary market operations under
this paragraph, shall be determined by the Cor-
poration from time to time; and such determina-
tions shall be consistent with the objectives
that the lending activities shall be conducted on
such terms as will reasonably prevent excessive
use of the Corporation’s facilities, and that the
operations of the Corporation under this para-
graph shall be within its income derived from
such operations and that such operations shall
be fully self-supporting. The Corporation shall
not be permitted to use its lending authority
under this paragraph (A) to advance funds to a
mortgage seller on an interim basis, using mort-
gage loans as collateral, pending the sale of the
mortgages in the secondary market; or (B) to
originate mortgage loans. Notwithstanding any
Federal, State, or other law to the contrary, the
Corporation is hereby empowered, in connection
with any loan under this paragraph, whether be-
fore or after any default, to provide by contract
with the borrower for the settlement or extin-
guishment, upon default, of any redemption,
equitable, legal, or other right, title, or interest
of the borrower in any mortgage or mortgages
that constitute the security for the loan; and
with respect to any such loan, in the event of de-
fault and pursuant otherwise to the terms of the
contract, the mortgages that constitute such se-
curity shall become the absolute property of the
Corporation.
(b) Authority of other institutions to enter into,

perform, and carry out transactions
Notwithstanding any other law, authority to

enter into and to perform and carry out any
transactions or matter referred to in this sec-
tion is conferred on any Federal home loan
bank, the Resolution Trust Corporation, the
Federal Deposit Insurance Corporation, the Na-
tional Credit Union Administration, any Federal
savings and loan association, any Federal home
loan bank member, and any other financial in-
stitution the deposits or accounts of which are
insured by an agency of the United States to the
extent that Congress has the power to confer
such authority.
(c) Prior approval of Secretary for new programs

The Corporation may not implement any new
program (as such term is defined in section 4502
of this title) before obtaining the approval of the
Secretary under section 4542 of this title.

(Pub. L. 91–351, title III, § 305, July 24, 1970, 84
Stat. 454; Pub. L. 93–383, title VIII, § 805(a), (b),
Aug. 22, 1974, 88 Stat. 726; Pub. L. 93–495, title I,
§ 113, Oct. 28, 1974, 88 Stat. 1506; Pub. L. 95–128,
title IV, § 408(b), Oct. 12, 1977, 91 Stat. 1138; Pub.
L. 95–557, title III, § 321(a), (b), Oct. 31, 1978, 92
Stat. 2101; Pub. L. 96–294, title V, § 534(a)(1), June
30, 1980, 94 Stat. 740; Pub. L. 96–399, title III,

§ 313(b), Oct. 8, 1980, 94 Stat. 1644; Pub. L. 97–110,
title II, §§ 202(a), (b)(1), 203, Dec. 26, 1981, 95 Stat.
1514, 1515; Pub. L. 98–440, title II, §§ 201(b),
203(b)(2), 205(b), 206(b), Oct. 3, 1984, 98 Stat.
1693–1696; Pub. L. 100–122, § 2(b)(2), Sept. 30, 1987,
101 Stat. 793; Pub. L. 100–154, Nov. 5, 1987, 101
Stat. 890; Pub. L. 100–170, Nov. 17, 1987, 101 Stat.
914; Pub. L. 100–179, Dec. 3, 1987, 101 Stat. 1018;
Pub. L. 100–200, Dec. 21, 1987, 101 Stat. 1327; Pub.
L. 100–242, title IV, §§ 443(b), 445, Feb. 5, 1988, 101
Stat. 1922; Pub. L. 100–628, title X, § 1068(b), Nov.
7, 1988, 102 Stat. 3726; Pub. L. 101–73, title VII,
§ 731(e), (f)(2), Aug. 9, 1989, 103 Stat. 433; Pub. L.
102–550, title XIII, § 1382(j)–(m), Oct. 28, 1992, 106
Stat. 4004; Pub. L. 105–276, title II, § 202(a), title
V, § 582(a)(14), Oct. 21, 1998, 112 Stat. 2483, 2644;
Pub. L. 105–277, div. A, § 122, Oct. 21, 1998, 112
Stat. 2681–546.)

REFERENCES IN TEXT

The National Housing Act, referred to in subsec.
(a)(1), is act June 27, 1934, ch. 847, 48 Stat. 1246, as
amended, which is classified principally to chapter 13
(§ 1701 et seq.) of this title. For complete classification
of this Act to the Code, see section 1701 of this title and
Tables.

This chapter, referred to in subsec. (a)(1), was in the
original ‘‘this Act’’ and has been translated as reading
‘‘this title’’, meaning title III of Pub. L. 91–351, to re-
flect the probable intent of Congress.

AMENDMENTS

1998—Subsec. (a)(2). Pub. L. 105–276, § 582(a)(14), struck
out penultimate sentence which read as follows: ‘‘With
respect to mortgages secured by property comprising
five or more family dwelling units, such limitations
shall not exceed 125 per centum of the dollar amounts
set forth in section 207(c)(3) of the National Housing
Act, except that such limitations may be increased by
the Corporation (taking into account construction
costs) to not to exceed 240 per centum of such dollar
amounts in any geographical area for which the Sec-
retary of Housing and Urban Development determines
under such section that cost levels require any increase
in the dollar amount limitations under such section.’’

Pub. L. 105–276, § 202(a), which directed the amend-
ment of the first sentence of par. (2) by striking out
‘‘or’’ at end of cl. (B) and substituting ‘‘; or (D) the
mortgage is subject to default loss protection that the
Corporation determines is financially equal or superior,
on an individual or pooled basis, to the protection pro-
vided by clause (C) of this sentence: Provided, That if
the Director of the Office of Federal Housing Enterprise
Oversight subsequently finds that such default loss pro-
tection determined by the Corporation does not provide
such equal or superior protection, the Corporation shall
provide such additional default loss protection for such
mortgage, as approved by the Director of the Office of
Federal Housing Enterprise Oversight, necessary to
provide such equal or superior protection.’’ for the pe-
riod at end, was repealed by Pub. L. 105–277, effective
upon enactment of Pub. L. 105–276.

1992—Subsec. (a)(1). Pub. L. 102–550, § 1382(j), in first
sentence, substituted a period for ‘‘from any Federal
home loan bank, the Resolution Trust Corporation, the
Federal Deposit Insurance Corporation, the National
Credit Union Administration, any member of a Federal
home loan bank, or any other financial institution the
deposits or accounts of which are insured by an agency
of the United States, or from any financial institution
the deposits or accounts of which are insured under the
laws of any State if the total amount of time and sav-
ings deposits held in all such institutions in that State
is more than 20 per centum of the total amount of such
deposits in all banks, building and loan, savings and
loan, and homestead associations (including coopera-
tive banks) in that State or from any mortgagee ap-



Page 366TITLE 12—BANKS AND BANKING§ 1454

proved by the Secretary of Housing and Urban Develop-
ment for participation in any mortgage insurance pro-
gram under the National Housing Act or from any pub-
lic utility carrying out activities in accordance with
the requirements of title II of the National Energy Con-
servation Policy Act if the residential mortgage to be
purchased is a loan or advance of credit the original
proceeds of which are applied for in order to finance the
purchase and installation of residential energy con-
servation measures (as defined in section 210(11) of the
National Energy Conservation Policy Act) in residen-
tial real estate.’’ and in second sentence, substituted a
period for ‘‘, and the servicing on any such mortgage
may be performed by the seller or by a financial insti-
tution qualified as a seller under the provisions of the
preceding sentence, or by a mortgagee approved by the
Secretary of Housing and Urban Development for par-
ticipation in any mortgage insurance program under
the National Housing Act, with which institution or
mortgagee the seller may contract.’’

Subsec. (a)(2). Pub. L. 102–550, § 1382(k), substituted
‘‘Hawaii, and the Virgin Islands’’ for ‘‘and Hawaii’’ in
last sentence.

Subsec. (c). Pub. L. 102–550, § 1382(l), (m), added sub-
sec. (c) and struck out former subsec. (c) which read as
follows: ‘‘The Board of Directors may not impose any
annual limitation on the maximum aggregate principal
amount of mortgages purchased by the Corporation.’’

1989—Subsec. (a)(1). Pub. L. 101–73, § 731(e)(1), (f)(2)(A),
substituted ‘‘Resolution Trust Corporation’’ for ‘‘Fed-
eral Savings and Loan Insurance Corporation’’ and in-
serted at end ‘‘Nothing in this section authorizes the
Corporation to impose any charge or fee upon any
mortgagee approved by the Secretary of Housing and
Urban Development for participation in any mortgage
insurance program under the National Housing Act
solely because of such status.’’

Subsec. (a)(2). Pub. L. 101–73, § 731(f)(2), substituted
‘‘Resolution Trust Corporation’’ for ‘‘Federal Savings
and Loan Insurance Corporation’’ and ‘‘Federal Hous-
ing Finance Board’’ for ‘‘Federal Home Loan Bank
Board’’.

Subsec. (a)(5). Pub. L. 101–73, § 731(e)(2), added par. (5).
Subsec. (b). Pub. L. 101–73, § 731(f)(2)(A), substituted

‘‘Resolution Trust Corporation’’ for ‘‘Federal Savings
and Loan Insurance Corporation’’.

1988—Subsec. (a)(4)(A)(i). Pub. L. 100–242, § 443(b),
struck out ‘‘through March 15, 1988,’’ before ‘‘residen-
tial mortgages’’.

Subsec. (a)(4)(A)(ii). Pub. L. 100–628 struck out ‘‘until
October 1, 1985,’’ before ‘‘residential mortgages’’.

Subsec. (c). Pub. L. 100–242, § 445, added subsec. (c).
1987—Subsec. (a)(4)(A)(i). Pub. L. 100–200 substituted

‘‘March 15, 1988’’ for ‘‘December 16, 1987’’.
Pub. L. 100–179 substituted ‘‘December 16, 1987’’ for

‘‘December 2, 1987’’.
Pub. L. 100–170 substituted ‘‘December 2, 1987’’ for

‘‘November 15, 1987’’.
Pub. L. 100–154 substituted ‘‘November 15, 1987’’ for

‘‘October 31, 1987’’.
Pub. L. 100–122 substituted ‘‘through October 31, 1987’’

for ‘‘until October 1, 1987’’.
1984—Subsec. (a)(2). Pub. L. 98–440, § 205(b), which di-

rected insertion of ‘‘secured by a property comprising
one- to four-family dwelling units’’ after ‘‘mortgages’’
where first appearing in first sentence was executed by
inserting that phrase after ‘‘No conventional mort-
gage’’ as the probable intent of Congress.

Pub. L. 98–440, § 201(b), substituted ‘‘The Corporation
shall establish limitations governing the maximum
original principal obligation of conventional mortgages
that are purchased by it; in any case in which the Cor-
poration purchases a participation interest in such a
mortgage, the limitation shall be calculated with re-
spect to the total original principal obligation of the
mortgage and not merely with respect to the interest
purchased by the Corporation’’ for ‘‘The Corporation
shall establish limitations governing the maximum
principal obligation of conventional mortgages pur-
chased by it’’.

Pub. L. 98–440, § 206(b), inserted provision that the
limitations set forth in section 1713(c)(3) of this title
may be increased by the Corporation (taking into ac-
count construction costs) to not to exceed 240 per cen-
tum of such dollar amounts in any geographical area
for which the Secretary of Housing and Urban Develop-
ment determines under such section that cost levels re-
quired any increase in the dollar amount limitations
under such section.

Subsec. (a)(4). Pub. L. 98–440, § 203(b)(2), added par. (4).
1981—Subsec. (a)(1). Pub. L. 97–110, § 203, added the

Federal Deposit Insurance Corporation and the Na-
tional Credit Union Administration to the enumeration
of agencies from which the Federal Home Loan Mort-
gage Corporation is authorized to purchase residential
mortgages.

Subsec. (a)(2). Pub. L. 97–110, § 202(a), substituted pro-
visions authorizing the Corporation to purchase a con-
ventional mortgage which was originated more than
one year prior to the purchase date only if the seller is
the Federal Deposit Insurance Corporation, the Federal
Savings and Loan Insurance Corporation, the National
Credit Union Administration, or any other seller cur-
rently engaged in mortgage lending or investing activi-
ties for provisions which had authorized the Corpora-
tion to purchase a conventional mortgage which was
originated more than one year prior to the purchase
date only if the seller was currently engaged in mort-
gage lending or investing activities and if, as a result
thereof, the cumulative aggregate of the principal bal-
ances of all conventional mortgages purchased by the
Corporation which were originated more than one year
prior to the date of purchases did not exceed 20 per cen-
tum of the cumulative aggregate of the principal bal-
ances of all conventional mortgages purchased by the
Corporation.

Pub. L. 97–110, § 202(b)(1), inserted provision that, with
respect to any transaction in which a seller contem-
poraneously sells mortgages originated more than one
year old prior to the date of sale to the Corporation and
receives in payment for such mortgages securities rep-
resenting undivided interests only in those mortgages,
the Corporation shall not impose any fee or charge
upon an eligible seller which is not a member of a Fed-
eral Home Loan Bank which differs from that imposed
upon an eligible seller which is such a member.

Subsec. (b). Pub. L. 97–110, § 203, added the Federal De-
posit Insurance Corporation and the National Credit
Union Administration to the enumeration of agencies
having the authority to enter into and to perform and
carry out transactions and matters referred to in this
section.

1980—Subsec. (a)(1). Pub. L. 96–294 inserted provisions
relating to public utilities carrying out activities in ac-
cordance with the requirements of title II of the Na-
tional Energy Conservation Policy Act.

Subsec. (a)(2). Pub. L. 96–399 inserted provisions set-
ting forth limitations respecting mortgages secured by
a single-family residence, etc., and struck out provi-
sions making the limitations set forth in first proviso
of first sentence of section 1464(c) of this title.

1978—Subsec. (a)(1). Pub. L. 95–557 inserted reference
to any mortgagee approved by the Secretary of Housing
and Urban Development at end of first sentence, and in-
serted last five sentences relating to imposition of
charges or fees for different classes of sellers or serv-
icers, etc.

1977—Subsec. (a)(2). Pub. L. 95–128 inserted ‘‘by more
than 25 per centum’’ after ‘‘exceed’’ in last sentence.

1974—Subsec. (a)(1). Pub. L. 93–495 inserted provisions
relating to State insurance of deposits or accounts in
financial institutions.

Pub. L. 93–383, § 805(a), substituted ‘‘. The Corporation
may hold’’ for ‘‘, and to hold’’ and inserted provisions
relating to the servicing of any such mortgage by the
seller or qualified financial institution.

Subsec. (a)(2). Pub. L. 93–383, § 805(b), substituted ‘‘80’’
for ‘‘75’’ in two places and ‘‘not exceed 20’’ for ‘‘not ex-
ceed 10’’, struck out ‘‘private’’ before ‘‘insurer’’ in cl.
(C), and substituted provisions relating to limitations
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1 So in original. Probably should be ‘‘of the’’.

contained in first proviso of first sentence of section
1464(c) of this title, for provisions relating to limita-
tions applicable if the mortgage were insured by the
Secretary under section 1709(b) or 1713 of this title.

EFFECTIVE DATE OF 1998 AMENDMENTS

Pub. L. 105–277, div. A, § 122, Oct. 21, 1998, 112 Stat.
2681–546, provided that the amendment made by section
122 is effective upon enactment of Pub. L. 105–276 (Oct.
21, 1998).

Amendment by title V of Pub. L. 105–276 effective and
applicable beginning upon Oct. 1, 1999, except as other-
wise provided, with provision that Secretary may im-
plement amendment before such date, except to extent
that such amendment provides otherwise, and with sav-
ings provision, see section 503 of Pub. L. 105–276, set out
as a note under section 1437 of Title 42, The Public
Health and Welfare.

EFFECTIVE DATE OF 1981 AMENDMENT

Section 202(b)(2) of Pub. L. 97–110 provided that: ‘‘The
amendment made by paragraph (1) [amending this sec-
tion] shall take effect on January 1, 1982, and shall
apply to commitments entered into on or after such
date.’’

EFFECTIVE DATE OF 1978 AMENDMENT

Section 321(c) of Pub. L. 95–557 provided: ‘‘The amend-
ments made by this section [amending this section]
shall become effective at the end of the two hundred
and ten calendar days after enactment of this Act [Oct.
31, 1978], but not before January 31, 1979, or on such ear-
lier date as the Federal Home Loan Mortgage Corpora-
tion may prescribe.’’

SAVINGS PROVISION

Pub. L. 105–276, title V, § 582(b), Oct. 21, 1998, 112 Stat.
2644, provided that: ‘‘Except to the extent otherwise
provided in this Act [see Tables for classification], the
repeals made by subsection (a) [amending this section
and section 1717 of this title, repealing sections 1437a–1,
1437j–1, 1438, and 11903a of Title 42, The Public Health
and Welfare, amending provisions set out as a note
under section 1437f of Title 42, and repealing provisions
set out as notes under section 1701z–6 of this title and
sections 1437f, 1437g, and 1437t of Title 42] shall not af-
fect any legally binding obligations entered into before
the effective date under section 503(a) of this Act [set
out as a note under section 1437 of Title 42].’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 24, 1431, 1436,
1441, 1452, 1455, 1464, 1709, 1757, 4542, 4902 of this title.

§ 1455. Obligations and securities of the Corpora-
tion

(a) Authority to issue; terms and conditions; va-
lidity

The Corporation is authorized, upon such
terms and conditions as it may prescribe, to bor-
row, to give security, to pay interest or other re-
turn, and to issue notes, debentures, bonds, or
other obligations, or other securities, including
without limitation mortgage-backed securities
guaranteed by the Government National Mort-
gage Association in the manner provided in sec-
tion 1721(g) of this title. Any obligation or secu-
rity of the Corporation shall be valid and bind-
ing notwithstanding that a person or persons
purporting to have executed or attested the
same may have died, become under disability, or
ceased to hold office or employment before the
issuance thereof.

(b) Prohibitions and restrictions; creation of
liens and charges; rank and priority; causes
of action to enforce; jurisdiction; service of
process

The Corporation may, by regulation or by
writing executed by the Corporation, establish
prohibitions or restrictions upon the creation of
indebtedness or obligations of the Corporation
or of liens or charges upon property of the Cor-
poration, including after-acquired property, and
create liens and charges, which may be floating
liens or charges, upon all or any part or parts of
the property of the Corporation, including after-
acquired property. Such prohibitions, restric-
tions, liens, and charges shall have such effect,
including without limitation on the generality
of the foregoing such rank and priority, as may
be provided by regulations of the Corporation or
by writings executed by the Corporation, and
shall create causes of action which may be en-
forced by action in the United States District
Court for the District of Columbia or in the
United States district court for any judicial dis-
trict in which any of the property affected is lo-
cated. Process in any such action may run to
and be served in any judicial district or any
place subject to the jurisdiction of the United
States.
(c) Purchase of obligations; funds, maximum

amount of purchases, etc.
(1) The Secretary of the Treasury may pur-

chase any obligations issued under subsection
(a) of this section. For such purpose, the Sec-
retary may use as a public debt transaction the
proceeds of the sale of any securities issued
under chapter 31 of title 31, and the purposes for
which securities may be issued under such chap-
ter are extended to include such purpose.

(2) The Secretary of 1 Treasury shall not at
any time purchase any obligations under this
subsection if the purchase would increase the
aggregate principal amount of the outstanding
holdings of obligations under this subsection by
the Secretary to an amount greater than
$2,250,000,000.

(3) Each purchase of obligations by the Sec-
retary of the Treasury under this subsection
shall be upon terms and conditions established
to yield a rate of return determined by the Sec-
retary to be appropriate, taking into consider-
ation the current average rate on outstanding
marketable obligations of the United States as
of the last day of the month preceding the mak-
ing of the purchase.

(4) The Secretary of the Treasury may at any
time sell, upon terms and conditions and at
prices determined by the Secretary, any of the
obligations acquired by the Secretary under this
subsection.

(5) All redemptions, purchases and sales by the
Secretary of the Treasury of obligations under
this subsection shall be treated as public debt
transactions of the United States.
(d) Validity of provisions; validity of restrictions,

prohibitions, liens, or charges
The provisions of this section and of any re-

striction, prohibition, lien, or charge referred to
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in subsection (b) of this section shall be fully ef-
fective notwithstanding any other law, includ-
ing without limitation on the generality of the
foregoing any law of or relating to sovereign im-
munity or priority.

(e) Authority to purchase, hold, or invest by per-
son, trust, or organization

(1) Any person, trust, or organization created
pursuant to or existing under the laws of the
United States or any State shall be authorized
to purchase, hold, and invest in mortgages, obli-
gations, or other securities which are or have
been sold by the Corporation pursuant to this
section or pursuant to section 1454 of this title
to the same extent that such person, trust, or
organization is authorized under any applicable
law to purchase, hold, or invest in obligations
issued by or guaranteed as to principal and in-
terest by the United States or any agency or in-
strumentality thereof. Where State law limits
the purchase, holding, or investment in obliga-
tions issued by the United States by such a per-
son, trust, or organization, such Corporation
mortgages, obligations, and other securities
shall be considered to be obligations issued by
the United States for purposes of the limitation.

(2) The provisions of paragraph (1) shall not
apply with respect to a particular person, trust,
or organization or class thereof in any State
which, after December 21, 1979, enacts a statute
which specifically names the Corporation and ei-
ther prohibits or provides for a more limited au-
thority to purchase, hold, or invest in such secu-
rities by such person, trust, or organization or
class thereof than is provided in paragraph (1).
The enactment by any State of any statute of
the type described in the preceding sentence
shall not affect the validity of any contractual
commitment to purchase, hold, or invest which
was made prior thereto.

(3) Any authority granted by paragraph (1) and
not granted by any other Federal statute shall
expire as of the end of June 30, 1985. Such expira-
tion shall not affect the validity of any contrac-
tual commitment to purchase, hold, or invest
which was made prior thereto pursuant to para-
graph (1), and shall not affect the validity of any
contractual commitment or other action to pur-
chase, hold, or invest pursuant to any other au-
thorization.

(f) Preferred stock
The Corporation may have preferred stock on

such terms and conditions as the Board of Direc-
tors shall prescribe. Any preferred stock shall
not be entitled to vote with respect to the elec-
tion of any member of the Board of Directors.

(g) Securities exempt from regulation
All securities issued or guaranteed by the Cor-

poration (other than securities guaranteed by
the Corporation that are backed by mortgages
not purchased by the Corporation) shall, to the
same extent as securities that are direct obliga-
tions of or obligations guaranteed as to prin-
cipal or interest by the United States, be
deemed to be exempt securities within the
meaning of the laws administered by the Securi-
ties and Exchange Commission.

(h) Securities backed by mortgages not pur-
chased by Corporation

(1) The Corporation may not guarantee mort-
gage-backed securities or mortgage related pay-
ment securities backed by mortgages not pur-
chased by the Corporation.

(2) The Corporation shall insert appropriate
language in all of the obligations and securities
of the Corporation issued under this section and
section 1454 of this title clearly indicating that
such obligations and securities, together with
the interest thereon, are not guaranteed by the
United States and do not constitute a debt or
obligation of the United States or any agency or
instrumentality thereof other than the Corpora-
tion.
(i) Prohibition on assessment or collection of fee

or charge by United States
Except for fees paid pursuant to sections

1452(c) 2 and 1455(c) 2 of this title and assessments
pursuant to section 4516 2 of this title, no fee or
charge may be assessed or collected by the
United States (including any executive depart-
ment, agency, or independent establishment of
the United States) on or with regard to the pur-
chase, acquisition, sale, pledge, issuance, guar-
antee, or redemption of any mortgage, asset, ob-
ligation, or other security by the Corporation.
No provision of this subsection shall affect the
purchase of any obligation by any Federal home
loan bank pursuant to section 1452(a) of this
title.
(j) Notes, debentures, or substantially identical

types of unsecured obligations; issuance, ma-
turities, interest rates, etc.

(1) Any notes, debentures, or substantially
identical types of unsecured obligations of the
Corporation evidencing money borrowed, wheth-
er general or subordinated, shall be issued upon
the approval of the Secretary of the Treasury
and shall have such maturities and bear such
rate or rates of interest as may be determined
by the Corporation with the approval of the Sec-
retary of the Treasury.

(2) Any notes, debentures, of 3 substantially
identical types of unsecured obligations of the
Corporation having maturities of 1 year or less
that the Corporation has issued or is issuing as
of August 9, 1989, shall be deemed to have been
approved by the Secretary of the Treasury as re-
quired by this subsection. Such deemed approval
shall expire 365 days after August 9, 1989.

(3) Any notes, debentures, or substantially
identical types of unsecured obligations of the
Corporation having maturities of more than 1
year that the Corporation has issued or is issu-
ing as of August 9, 1989, shall be deemed to have
been approved by the Secretary of the Treasury
as required by this subsection. Such deemed ap-
proval shall expire 60 days after August 9, 1989.
(k) Securities in form of debt obligations or trust

certificates of beneficial interest; issuance,
maturities, interest rates, etc.

(1) Any securities in the form of debt obliga-
tions or trust certificates of beneficial interest,
or both, and based upon mortgages held and set
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aside by the Corporation, shall be issued upon
the approval of the Secretary of the Treasury
and shall have such maturities and shall bear
such rate or rates of interest as may be deter-
mined by the Corporation with the approval of
the Secretary of the Treasury.

(2) Any securities in the form of debt obliga-
tions or trust certificates of beneficial interest,
or both, and based upon mortgages held and set
aside by the Corporation, that the Corporation
has issued or is issuing as of August 9, 1989, shall
be deemed to have been approved by the Sec-
retary of the Treasury as required by this sub-
section.

(Pub. L. 91–351, title III, § 306, July 24, 1970, 84
Stat. 455; Pub. L. 96–153, title III, § 316(a), Dec. 21,
1979, 93 Stat. 1118; Pub. L. 97–289, § 6, Oct. 6, 1982,
96 Stat. 1232; Pub. L. 98–35, § 5, May 26, 1983, 97
Stat. 198; Pub. L. 98–440, title II, §§ 210, 211, Oct.
3, 1984, 98 Stat. 1697; Pub. L. 100–242, title IV,
§ 441(b), Feb. 5, 1988, 101 Stat. 1921; Pub. L. 101–73,
title VII, § 731(g)–(i), Aug. 9, 1989, 103 Stat. 434;
Pub. L. 102–550, title XIII, § 1382(n), Oct. 28, 1992,
106 Stat. 4005.)

REFERENCES IN TEXT

Section 1452(c) of this title, referred to in subsec. (i),
was redesignated section 1452(d) of this title by Pub. L.
101–73, title VII, § 731(c)(1), Aug. 9, 1989, 103 Stat. 431.

Section 1455(c) of this title, referred to in subsec. (i),
was in the original a reference to section ‘‘1316(c) of
this Act’’, and was translated as meaning a reference to
section 306(c) of Pub. L. 91–351, which is classified to
subsec. (c) of this section, to reflect the probable intent
of Congress. Pub. L. 91–351 does not contain a section
1316.

Section 4516 of this title, referred to in subsec. (i),
was in the original ‘‘section 106 of the Federal Housing
Enterprises Financial Safety and Soundness Act of
1992’’, and was translated as meaning section 1316 of
that Act, which is classified to section 4516 of this title,
to reflect the probable intent of Congress. The Federal
Housing Enterprises Financial Safety and Soundness
Act of 1992 does not contain a section 106.

AMENDMENTS

1992—Subsec. (h). Pub. L. 102–550, § 1382(n)(1), des-
ignated existing provisions as par. (1) and added par.
(2).

Subsec. (i). Pub. L. 102–550, § 1382(n)(2), substituted
‘‘sections 1452(c) and 1455(c) of this title and assess-
ments pursuant to section 4516 of this title’’ for ‘‘sec-
tion 1452(c) or 1455(c) of this title’’.

1989—Subsec. (c). Pub. L. 101–73, § 731(g), amended sub-
sec. (c) generally. Prior to amendment, subsec. (c) read
as follows: ‘‘The Federal home loan banks shall, to such
extent as the Board of Directors may prescribe, guaran-
tee the faithful and timely performance by the Cor-
poration of any obligation or undertaking of the Cor-
poration on or with respect to any security (which
term as used in this sentence shall not include the cap-
ital stock referred to in section 1453 of this title).’’

Subsec. (f). Pub. L. 101–73, § 731(h), amended subsec. (f)
generally. Prior to amendment, subsec. (f) read as fol-
lows: ‘‘The Corporation may have preferred stock on
such terms and conditions as the Board of Directors
shall prescribe. Any preferred stock shall not affect the
status of the capital stock issued under section 1453 of
this title as nonvoting common stock, and shall not be
entitled to vote with respect to the election of any
member of the Board of Directors. Such preferred
stock, or any class thereof, may have such terms as
would be required for listing of preferred stock on the
New York Stock Exchange, except that this sentence
does not apply to any preferred stock, or class thereof,
the initial sale of which is made directly or indirectly

by the Corporation exclusively to any Federal Home
Loan Bank or Banks.’’

Subsecs. (j), (k). Pub. L. 101–73, § 731(i), added subsecs.
(j) and (k).

1988—Subsec. (i). Pub. L. 100–242 added subsec. (i).
1984—Subsec. (f). Pub. L. 98–440, § 211, inserted provi-

sions that preferred stock shall not be entitled to vote
with respect to the election of any member of the
Board of Directors and that such preferred stock, or
any class thereof, may have such terms as would be re-
quired for listing of preferred stock on the New York
Stock Exchange, except for any preferred stock, or
class thereof, the initial sale of which is made directly
or indirectly by the Corporation exclusively to any
Federal Home Loan Bank or Banks.

Subsec. (h). Pub. L. 98–440, § 210, added subsec. (h).
1983—Subsec. (g). Pub. L. 98–35 added subsec. (g).
1982—Subsec. (f). Pub. L. 97–289 added subsec. (f).
1979—Subsec. (e). Pub. L. 96–153 added subsec. (e).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 24, 1431, 1436,
1441, 1452, 1464, 1757 of this title.

§ 1456. Immunity of Corporation; audits and re-
porting requirements; data collection; Hous-
ing Advisory Council

(a) Rights and remedies of Corporation; State
qualifications or similar statutes

All rights and remedies of the Corporation, in-
cluding without limitation on the generality of
the foregoing any rights and remedies of the
Corporation on, under, or with respect to any
mortgage or any obligation secured thereby,
shall be immune from impairment, limitation,
or restriction by or under (1) any law (except
laws enacted by the Congress expressly in limi-
tation of this sentence) which becomes effective
after the acquisition by the Corporation of the
subject or property on, under, or with respect to
which such right or remedy arises or exists or
would so arise or exist in the absence of such
law, or (2) any administrative or other action
which becomes effective after such acquisition.
The Corporation is authorized to conduct its
business without regard to any qualification or
similar statute in any State.
(b) Government audits; procedure; access to

records, etc.; reimbursement of costs
(1) The programs, activities, receipts, expendi-

tures, and financial transactions of the Corpora-
tion shall be subject to audit by the Comptroller
General of the United States under such rules
and regulations as may be prescribed by the
Comptroller General. The representatives of the
General Accounting Office shall have access to
all books, accounts, financial records, reports,
files and all other papers, things, or property be-
longing to or in use by the Corporation and nec-
essary to facilitate the audit, and they shall be
afforded full facilities for verifying transactions
with the balances or securities held by deposi-
taries, fiscal agents, and custodians. A report on
each such audit shall be made by the Comptrol-
ler General to the Congress. The Corporation
shall reimburse the General Accounting Office
for the full cost of any such audit as billed
therefor by the Comptroller General.

(2) To carry out this subsection, the represent-
atives of the General Accounting Office shall
have access, upon request to the Corporation or
any auditor for an audit of the Corporation
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under subsection (d) of this section, to any
books, accounts, financial records, reports, files,
or other papers, things, or property belonging to
or in use by the Corporation and used in any
such audit and to any papers, records, files, and
reports of the auditor used in such an audit.
(c) Financial reports; submission to Director;

contents
(1) The Corporation shall submit to the Direc-

tor of the Office of Federal Housing Enterprise
Oversight of the Department of Housing and
Urban Development annual and quarterly re-
ports of the financial condition and operations
of the Corporation which shall be in such form,
contain such information, and be submitted on
such dates as the Director shall require.

(2) Each such annual report shall include—
(A) financial statements prepared in accord-

ance with generally accepted accounting prin-
ciples;

(B) any supplemental information or alter-
native presentation that the Director may re-
quire; and

(C) an assessment (as of the end of the Cor-
poration’s most recent fiscal year), signed by
the chief executive officer and chief account-
ing or financial officer of the Corporation, of—

(i) the effectiveness of the internal control
structure and procedures of the Corporation;
and

(ii) the compliance of the Corporation with
designated safety and soundness laws.

(3) The Corporation shall also submit to the
Director any other reports required by the Di-
rector pursuant to section 1314 of the Federal
Housing Enterprises Financial Safety and
Soundness Act of 1992 [12 U.S.C. 4514].

(4) Each report of financial condition shall
contain a declaration by the president, vice
president, treasurer, or any other officer des-
ignated by the Board of Directors of the Cor-
poration to make such declaration, that the re-
port is true and correct to the best of such offi-
cer’s knowledge and belief.
(d) Independent audits of financial statements

(1) The Corporation shall have an annual inde-
pendent audit made of its financial statements
by an independent public accountant in accord-
ance with generally accepted auditing stand-
ards.

(2) In conducting an audit under this sub-
section, the independent public accountant shall
determine and report on whether the financial
statements of the Corporation (A) are presented
fairly in accordance with generally accepted ac-
counting principles, and (B) to the extent deter-
mined necessary by the Director, comply with
any disclosure requirements imposed under sub-
section (c)(2)(B) of this section.
(e) Mortgage data collection and reporting re-

quirements
(1) The Corporation shall collect, maintain,

and provide to the Secretary, in a form deter-
mined by the Secretary, data relating to its
mortgages on housing consisting of 1 to 4 dwell-
ing units. Such data shall include—

(A) the income, census tract location, race,
and gender of mortgagors under such mort-
gages;

(B) the loan-to-value ratios of purchased
mortgages at the time of origination;

(C) whether a particular mortgage purchased
is newly originated or seasoned;

(D) the number of units in the housing sub-
ject to the mortgage and whether the units are
owner-occupied; and

(E) any other characteristics that the Sec-
retary considers appropriate, to the extent
practicable.

(2) The Corporation shall collect, maintain,
and provide to the Secretary, in a form deter-
mined by the Secretary, data relating to its
mortgages on housing consisting of more than 4
dwelling units. Such data shall include—

(A) census tract location of the housing;
(B) income levels and characteristics of ten-

ants of the housing (to the extent practicable);
(C) rent levels for units in the housing;
(D) mortgage characteristics (such as the

number of units financed per mortgage and
the amount of loans);

(E) mortgagor characteristics (such as non-
profit, for-profit, limited equity cooperatives);

(F) use of funds (such as new construction,
rehabilitation, refinancing);

(G) type of originating institution; and
(H) any other information that the Sec-

retary considers appropriate, to the extent
practicable.

(3)(A) Except as provided in subparagraph (B),
this subsection shall apply only to mortgages
purchased by the Corporation after December 31,
1992.

(B) This subsection shall apply to any mort-
gage purchased by the Corporation after the
date determined under subparagraph (A) if the
mortgage was originated before such date, but
only to the extent that the data referred in
paragraph (1) or (2), as applicable, is available to
the Corporation.

(f) Report on housing activities; contents; public
disclosure

(1) The Corporation shall submit to the Com-
mittee on Banking, Finance and Urban Affairs
of the House of Representatives, the Committee
on Banking, Housing, and Urban Affairs of the
Senate, and the Secretary a report on its activi-
ties under subpart B of part 2 of subtitle A of the
Federal Housing Enterprises Financial Safety
and Soundness Act of 1992 [12 U.S.C. 4561 et seq.].

(2) The report under this subsection shall—
(A) include, in aggregate form and by appro-

priate category, statements of the dollar vol-
ume and number of mortgages on owner-occu-
pied and rental properties purchased which re-
late to each of the annual housing goals estab-
lished under such subpart;

(B) include, in aggregate form and by appro-
priate category, statements of the number of
families served by the Corporation, the income
class, race, and gender of homebuyers served,
the income class of tenants of rental housing
(to the extent such information is available),
the characteristics of the census tracts, and
the geographic distribution of the housing fi-
nanced;

(C) include a statement of the extent to
which the mortgages purchased by the Cor-
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poration have been used in conjunction with
public subsidy programs under Federal law;

(D) include statements of the proportion of
mortgages on housing consisting of 1 to 4
dwelling units purchased by the Corporation
that have been made to first-time home-
buyers, as soon as providing such data is prac-
ticable, and identifying any special programs
(or revisions to conventional practices) facili-
tating homeownership opportunities for first-
time homebuyers;

(E) include, in aggregate form and by appro-
priate category, the data provided to the Sec-
retary under subsection (e)(1)(B) of this sec-
tion;

(F) compare the level of securitization ver-
sus portfolio activity;

(G) assess underwriting standards, business
practices, repurchase requirements, pricing,
fees, and procedures, that affect the purchase
of mortgages for low- and moderate-income
families, or that may yield disparate results
based on the race of the borrower, including
revisions thereto to promote affordable hous-
ing or fair lending;

(H) describe trends in both the primary and
secondary multifamily housing mortgage mar-
kets, including a description of the progress
made, and any factors impeding progress, to-
ward standardization and securitization of
mortgage products for multifamily housing;

(I) describe trends in the delinquency and de-
fault rates of mortgages secured by housing
for low- and moderate-income families that
have been purchased by the Corporation, in-
cluding a comparison of such trends with de-
linquency and default information for mort-
gage products serving households with in-
comes above the median level that have been
purchased by the Corporation, and evaluate
the impact of such trends on the standards and
levels of risk of mortgage products serving
low- and moderate-income families;

(J) describe in the aggregate the seller and
servicer network of the Corporation, including
the volume of mortgages purchased from mi-
nority-owned, women-owned, and community-
oriented lenders, and any efforts to facilitate
relationships with such lenders;

(K) describe the activities undertaken by the
Corporation with nonprofit and for-profit or-
ganizations and with State and local govern-
ments and housing finance agencies, including
how the Corporation’s activities support the
objectives of comprehensive housing afford-
ability strategies under section 12705 of title
42; and

(L) include any other information that the
Secretary considers appropriate.

(3)(A) The Corporation shall make each report
under this subsection available to the public at
the principal and regional offices of the Corpora-
tion.

(B) Before making a report under this sub-
section available to the public, the Corporation
may exclude from the report information that
the Secretary has determined is proprietary in-
formation under section 1326 of the Federal
Housing Enterprises Financial Safety and
Soundness Act of 1992 [12 U.S.C. 4546].

(g) Affordable Housing Advisory Council
(1) Not later than 4 months after October 28,

1992, the Corporation shall appoint an Affordable
Housing Advisory Council to advise the Corpora-
tion regarding possible methods for promoting
affordable housing for low- and moderate-in-
come families.

(2) The Affordable Housing Advisory Council
shall consist of 15 individuals, who shall include
representatives of community-based and other
nonprofit and for-profit organizations and State
and local government agencies actively engaged
in the promotion, development, or financing of
housing for low- and moderate-income families.

(Pub. L. 91–351, title III, § 307, July 24, 1970, 84
Stat. 456; Pub. L. 101–73, title VII, § 731(j)(1), Aug.
9, 1989, 103 Stat. 435; Pub. L. 102–550, title XIII,
§ 1382(o)–(t), Oct. 28, 1992, 106 Stat. 4005–4008.)

REFERENCES IN TEXT

The Federal Housing Enterprises Financial Safety
and Soundness Act of 1992, referred to in subsec. (f)(1),
is title XIII of Pub. L. 102–550, Oct. 28, 1992, 106 Stat.
3941. Subpart B of part 2 of subtitle A of the Act is clas-
sified generally to subpart 2 (§ 4561 et seq.) of part B of
subchapter I of chapter 46 of this title. For complete
classification of this Act to the Code, see Short Title
note under section 4501 of this title and Tables.

AMENDMENTS

1992—Subsec. (b). Pub. L. 102–550, § 1382(o), designated
existing provisions as par. (1), substituted ‘‘The pro-
grams, activities, receipts, expenditures, and financial
transactions of the Corporation shall be subject to
audit by the Comptroller General of the United States
under such rules and regulations as may be prescribed
by the Comptroller General.’’ for ‘‘The financial trans-
actions of the Corporation shall be subject to audit by
the General Accounting Office in accordance with the
principles and procedures applicable to commercial
corporate transactions under such rules and regula-
tions as may be prescribed by the Comptroller General
of the United States.’’, and added par. (2).

Subsecs. (c) to (g). Pub. L. 102–550, § 1382(p)–(t), added
subsecs. (c) to (g).

1989—Subsec. (a). Pub. L. 101–73 substituted ‘‘The Cor-
poration is authorized to conduct its business without
regard to any qualification or similar statute in any
State.’’ for ‘‘The Corporation shall be entitled to all
immunities and priorities, including without limita-
tion on the generality of the foregoing all immunities
and priorities under any such law or action, to which it
would be entitled if it were the United States or if it
were an unincorporated agency of the United States.’’

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

EFFECTIVE DATE OF 1989 AMENDMENT

Section 731(j)(2) of Pub. L. 101–73 provided that: ‘‘The
amendment made by this subsection [amending this
section] shall not apply to any assertion of priority by
the Federal Home Loan Mortgage Corporation with re-
spect to any cause of action or claim filed before the
date of the enactment of this Act [Aug. 9, 1989].’’



Page 372TITLE 12—BANKS AND BANKING§ 1457

TERMINATION OF ADVISORY COUNCILS

Advisory councils established after Jan. 5, 1973, to
terminate not later than the expiration of the 2-year
period beginning on the date of their establishment,
unless, in the case of a council established by the Presi-
dent or an officer of the Federal Government, such
council is renewed by appropriate action prior to the
expiration of such 2-year period, or in the case of a
council established by Congress, its duration is other-
wise provided by law. See sections 3(2) and 14 of Pub. L.
92–463, Oct. 6, 1972, 86 Stat. 770, 776, set out in the Ap-
pendix to Title 5, Government Organization and Em-
ployees.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4513, 4514, 4543,
4544, 4546, 4581, 4585, 4631, 4636 of this title.

§ 1457. Prohibited activities; penalties for viola-
tions by organizations, officers and members
of organizations, and individuals

Except as expressly authorized by statute of
the United States, no individual or organization
(except the Corporation) shall use the term
‘‘Federal Home Loan Mortgage Corporation’’, or
any combination of words including the words
‘‘Federal’’, and ‘‘Home Loan’’, and ‘‘Mortgage’’,
as a name or part thereof under which any indi-
vidual or organization does any business, but
this sentence shall not make unlawful the use of
any name under which business is being done on
July 24, 1970. No individual or organization shall
use or display (1) any sign, device, or insigne
prescribed or approved by the Corporation for
use or display by the Corporation or by members
of the Federal home loan banks, (2) any copy, re-
production, or colorable imitation of any such
sign, device, or insigne, or (3) any sign, device,
or insigne reasonably calculated to convey the
impression that it is a sign, device, or insigne
used by the Corporation or prescribed or ap-
proved by the Corporation, contrary to regula-
tions of the Corporation prohibiting, or limiting
or restricting, such use or display by such indi-
vidual or organization. An organization violat-
ing this subsection shall for each violation be
punished by a fine of not more than $10,000. An
officer or member of an organization participat-
ing or knowingly acquiescing in any violation of
this subsection shall be punished by a fine of not
more than $5,000 or imprisonment for not more
than one year, or both. An individual violating
this subsection shall for each violation be pun-
ished as set forth in the sentence next preceding
this sentence.

(Pub. L. 91–351, title III, § 308, July 24, 1970, 84
Stat. 456; Pub. L. 98–479, title II, § 204(h), Oct. 17,
1984, 98 Stat. 2233; Pub. L. 101–73, title VII,
§ 731(k), Aug. 9, 1989, 103 Stat. 435.)

AMENDMENTS

1989—Pub. L. 101–73 struck out subsection (a) designa-
tion before ‘‘Except as expressly’’, and struck out sub-
secs. (b) to (f) relating to applicability of criminal pro-
visions of title 18, and defining terms construing such
applicability.

1984—Subsec. (f). Pub. L. 98–479 substituted ‘‘United
States’’ for ‘‘United States Code’’ before ‘‘, except in a
territorial sense’’.

§ 1458. Territorial applicability

Notwithstanding any other law, this chapter
shall be applicable to the several States, the

District of Columbia, the Commonwealth of
Puerto Rico, and the territories and possessions
of the United States.

(Pub. L. 91–351, title III, § 309, July 24, 1970, 84
Stat. 457.)

§ 1459. Separability

Notwithstanding any other evidences of the
intention of Congress, it is hereby declared to be
the controlling intent of Congress that if any
provision of this chapter, or the application
thereof to any person or circumstances, is held
invalid, the remainder of this chapter, or the ap-
plication of such provision to persons or circum-
stances other than those as to which it is held
invalid, shall not be affected thereby.

(Pub. L. 91–351, title III, § 310, July 24, 1970, 84
Stat. 457; Pub. L. 101–73, title VII, § 731(l), Aug. 9,
1989, 103 Stat. 435.)

AMENDMENTS

1989—Pub. L. 101–73 amended section catchline and
struck out first sentence which read as follows: ‘‘Ex-
cept as otherwise provided in this chapter, or as other-
wise provided by the Corporation or by laws hereafter
enacted by the Congress expressly in limitation of pro-
visions of this chapter, the powers and functions of the
Corporation and of the Board of Directors shall be exer-
cisable, and the provisions of this chapter shall be ap-
plicable and effective, without regard to any other
law.’’

CHAPTER 12�SAVINGS ASSOCIATIONS

Sec.
1461. Short title.
1462. Definitions.
1462a. Director of Office of Thrift Supervision.

(a) Establishment of Office.
(b) Establishment of position of Director.
(c) Appointment; term.
(d) Prohibition on financial interests.
(e) Powers of Director.
(f) State homestead provisions.
(g) Annual report required.
(h) Staff.
(i) Funding through assessments.
(j) GAO audit.

1463. Supervision of savings associations.
(a) Federal savings associations.
(b) Accounting and disclosure.
(c) Stringency of standards.
(d) Investment of certain funds in ac-

counts of savings associations.
(e) Participation by savings associations

in lotteries and related activities.
(f) Federally related mortgage loan dis-

closures.
(g) Preemption of State usury laws.
(h) Form and maturity of securities.

1464. Federal savings associations.
(a) In general.
(b) Deposits and related powers.
(c) Loans and investments.
(d) Regulatory authority.
(e) Character and responsibility.
(f) Federal home loan bank membership.
(g) Repealed.
(h) Discriminatory State and local tax-

ation prohibited.
(i) Conversions.
(j) Repealed.

(k) Depository of public money.
(l) Retirement accounts.

(m) Branching.
(n) Trusts.
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Sec.
(o) Conversion of State savings banks.
(p) Conversions.
(q) Tying arrangements.
(r) Out-of-State branches.
(s) Minimum capital requirements.
(t) Capital standards.
(u) Limits on loans to one borrower.
(v) Reports of condition.
(w) Forfeiture of franchise for money

laundering or cash transaction re-
porting offenses.

1465. Repealed.
1466. Applicability.
1466a. District associations.

(a) In general.
(b) Additional powers.
(c) Charter amendments.
(d) Limitation.

1467. Examination fees.
(a) Examination of savings associations.
(b) Examination of affiliates.
(c) Assessment against association in

case of affiliate’s refusal to pay.
(d) Civil money penalty for affiliate’s re-

fusal to cooperate.
(e) Regulations.
(f) Collection through FDIC or Federal

home loan banks.
(g) Costs of other examinations.
(h) Additional information.
(i) Treatment of examination assess-

ments.
(j) Processing fee.

(k) Fees for examinations and super-
visory activities.

(l) Working capital.
(m) Use of funds.

1467a. Regulation of holding companies.
(a) Definitions.
(b) Registration and examination.
(c) Holding company activities.
(d) Transactions with affiliates.
(e) Acquisitions.
(f) Declaration of dividend.
(g) Administration and enforcement.
(h) Prohibited acts.
(i) Penalties.
(j) Judicial review.

(k) Savings clause.
(l) Treatment of FDIC insured State sav-

ings banks and cooperative banks as
savings associations.

(m) Qualified thrift lender test.
(n) Tying restrictions.
(o) Mutual holding companies.
(p) Holding company activities constitut-

ing serious risk to subsidiary sav-
ings association.

(q) Qualified stock issuance by under-
capitalized savings associations or
holding companies.

(r) Penalty for failure to provide timely
and accurate reports.

(s) Mergers, consolidations, and other ac-
quisitions authorized.

(t) Exemption for bank holding compa-
nies.

1468. Transactions with affiliates; extensions of
credit to executive officers, directors, and
principal shareholders.

(a) Affiliate transactions.
(b) Extensions of credit to executive offi-

cers, directors, and principal share-
holders.

(c) Administrative enforcement.
1468a. Advertising.
1468b. Powers of examiners.
1468c. Separability.
1469. Authority to invest in State housing corpora-

tions.

Sec.
1470. Federal supervision of insured institutions,

State member and nonmember banks; ac-
cess to information; definitions.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 1441a, 1831k,
1843, 3204, 3401 of this title; title 18 section 433; title 41
section 22.

§ 1461. Short title

This chapter may be cited as the ‘‘Home Own-
ers’ Loan Act.’’

(June 13, 1933, ch. 64, § 1, 48 Stat. 128; Pub. L.
101–73, title III, § 301, Aug. 9, 1989, 103 Stat. 277.)

AMENDMENTS

1989—Pub. L. 101–73 amended section generally, strik-
ing out ‘‘of 1933’’ after ‘‘Act’’.

EFFECTIVE DATE OF 1989 AMENDMENT

Section 305(c) of Pub. L. 101–73 provided that: ‘‘The
amendments made by section 301 [amending this chap-
ter] relating to civil penalties shall apply with respect
to violations committed and activities engaged in after
the date of the enactment of this Act [Aug. 9, 1989], ex-
cept that the increased maximum civil penalties of
$5,000 and $25,000 per violation or per day may apply to
such violations or activities committed or engaged in
before such date with respect to an institution if such
violations or activities—

‘‘(1) are not already subject to a notice issued by
the appropriate Federal banking agency or the Board
(initiating an administrative proceeding); and

‘‘(2) occurred after the completion of the last report
of examination of the institution by the appropriate
Federal banking agency (as defined in section 3 of the
Federal Deposit Insurance Act [12 U.S.C. 1813]) occur-
ring before the date of the enactment of this Act.’’

SHORT TITLE OF 1998 AMENDMENT

Pub. L. 105–164, § 1, Mar. 20, 1998, 112 Stat. 32, provided
that: ‘‘This Act [enacting section 1786a of this title,
amending sections 1464 and 1818 of this title, and enact-
ing provisions set out as a note under section 1811 of
this title] may be cited as the ‘Examination Parity and
Year 2000 Readiness for Financial Institutions Act’.’’

SHORT TITLE OF 1991 AMENDMENT

Pub. L. 102–242, title IV, § 436, Dec. 19, 1991, 105 Stat.
2381, provided that: ‘‘This subtitle [subtitle G
(§§ 436–441) of title IV of Pub. L. 102–242, amending sec-
tions 1464 and 1467a of this title] may be cited as the
‘Qualified Thrift Lender Reform Act of 1991’.’’

SHORT TITLE OF 1982 AMENDMENT

Pub. L. 97–320, title III, § 301, Oct. 15, 1982, 96 Stat.
1496, provided that: ‘‘This title [enacting section 1701j–3
of this title, amending sections 1425a, 1426, 1428a, 1430,
1464, 1725, 1730a, 1841, and 3503 of this title, enacting
provisions set out as a note under section 3503 of this
title, and repealing provisions set out as a note under
section 461 of this title] may be cited as the ‘Thrift In-
stitutions Restructuring Act’.’’

§ 1462. Definitions

For purposes of this chapter—
(1) Director

The term ‘‘Director’’ means the Director of
the Office of Thrift Supervision.
(2) Corporation

The term ‘‘Corporation’’ means the Federal
Deposit Insurance Corporation.
(3) Office

The term ‘‘Office’’ means the Office of Thrift
Supervision.
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(4) Savings association
The term ‘‘savings association’’ means a

savings association, as defined in section 3 of
the Federal Deposit Insurance Act [12 U.S.C.
1813], the deposits of which are insured by the
Corporation.
(5) Federal savings association

The term ‘‘Federal savings association’’
means a Federal savings association or a Fed-
eral savings bank chartered under section 1464
of this title.
(6) National bank

The term ‘‘national bank’’ has the same
meaning as in section 3 of the Federal Deposit
Insurance Act [12 U.S.C. 1813].
(7) Federal banking agencies

The term ‘‘Federal banking agencies’’ means
the Office of the Comptroller of the Currency,
the Board of Governors of the Federal Reserve
System, and the Federal Deposit Insurance
Corporation.
(8) State

The term ‘‘State’’ has the same meaning as
in section 3 of the Federal Deposit Insurance
Act [12 U.S.C. 1813].
(9) Affiliate

The term ‘‘affiliate’’ means any person that
controls, is controlled by, or is under common
control with, a savings association, except as
provided in section 1467a of this title.

(June 13, 1933, ch. 64, § 2, 48 Stat. 128; June 27,
1934, ch. 847, title V, § 508(a), 48 Stat. 1264; May
28, 1935, ch. 150, § 10, 49 Stat. 296; 1947 Reorg. Plan
No. 3, eff. July 27, 1947, 12 F.R. 4981, 61 Stat. 954;
Aug. 11, 1955, ch. 783, title I, § 109(a)(3), 69 Stat.
640; Pub. L. 95–630, title XII, § 1201, Nov. 10, 1978,
92 Stat. 3710; Pub. L. 97–320, title I, § 114(a), Oct.
15, 1982, 96 Stat. 1475; Pub. L. 101–73, title III,
§ 301, Aug. 9, 1989, 103 Stat. 277.)

AMENDMENTS

1989—Pub. L. 101–73 amended section generally, sub-
stituting definition of ‘‘Director’’, ‘‘Corporation’’, ‘‘Of-
fice’’, ‘‘savings association’’, ‘‘Federal savings associa-
tion’’, ‘‘national bank’’, ‘‘Federal banking agencies’’,
‘‘State’’, and ‘‘affiliate’’, designated as pars. (1) to (9),
for definition of ‘‘Board’’, ‘‘Corporation’’, ‘‘home mort-
gage’’, ‘‘first mortgage’’, and ‘‘association’’, designated
as subsecs. (a) to (d).

1982—Subsec. (d). Pub. L. 97–320 substituted reference
to Federal savings bank or Federal savings banks for
reference to Federal mutual savings bank wherever ap-
pearing.

1978—Subsec. (d). Pub. L. 95–630 included a Federal
mutual savings bank chartered by the Board within
definition of ‘‘association’’, and inserted provisions
that a reference to a Federal savings and loan associa-
tion shall be deemed also a reference to a Federal mu-
tual savings bank.

1935—Subsec. (c). Act May 28, 1935, inserted ‘‘or dwell-
ings’’ and ‘‘in whole or in part’’ in cl. (2).

1934—Subsec. (c). Act June 27, 1934, substituted ‘‘(1)
under a lease for not less than ninety-nine years which
is renewable, or (2) under a lease having a period of not
less than fifty years to run from the date the mortgage
was executed’’ for ‘‘under a lease renewable for not less
than ninety nine years’’.

CHANGE OF NAME

‘‘Home Loan Bank Board’’ changed to ‘‘Federal Home
Loan Bank Board’’ by act Aug. 11, 1955, ch. 783,

§ 109(a)(3), which was classified to section 1437(b) of this
title prior to the repeal of section 1437 by Pub. L.
101–73, title VII, § 703(a), Aug. 9, 1989, 103 Stat. 415.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment effective upon expiration of 120 days
after Nov. 10, 1978, see section 2101 of Pub. L. 95–630 set
out as an Effective Date note under section 375b of this
title.

TRANSFER OF FUNCTIONS

Reorg. Plan No. 3 of 1947, set out in the Appendix to
Title 5, Government Organization and Employees, abol-
ished Federal Home Loan Bank Board and transferred
its functions to Home Loan Bank Board created by the
Plan.

§ 1462a. Director of Office of Thrift Supervision

(a) Establishment of Office
There is established the Office of Thrift Super-

vision, which shall be an office in the Depart-
ment of the Treasury.
(b) Establishment of position of Director

(1) In general
There is established the position of the Di-

rector of the Office of Thrift Supervision, who
shall be the head of the Office of Thrift Super-
vision and shall be subject to the general over-
sight of the Secretary of the Treasury.
(2) Authority to prescribe regulations

The Director may prescribe such regulations
and issue such orders as the Director may de-
termine to be necessary for carrying out this
chapter and all other laws within the Direc-
tor’s jurisdiction.
(3) Autonomy of Director

The Secretary of the Treasury may not in-
tervene in any matter or proceeding before the
Director (including agency enforcement ac-
tions) unless otherwise specifically provided
by law.
(4) Banking agency rulemaking

The Secretary of the Treasury may not
delay or prevent the issuance of any rule or
the promulgation of any regulation by the Di-
rector.

(c) Appointment; term
(1) Appointment

The Director shall be appointed by the
President, by and with the advice and consent
of the Senate, from among individuals who are
citizens of the United States.
(2) Term

The Director shall be appointed for a term of
5 years.
(3) Vacancy

A vacancy in the position of Director which
occurs before the expiration of the term for
which a Director was appointed shall be filled
in the manner established in paragraph (1) and
the Director appointed to fill such vacancy
shall be appointed only for the remainder of
such term.
(4) Service after end of term

An individual may serve as Director after
the expiration of the term for which appointed
until a successor Director has been appointed.
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(5) Transitional provision
Notwithstanding paragraphs (1) and (2), the

Chairman of the Federal Home Loan Bank
Board on the date of enactment of the Finan-
cial Institutions Reform, Recovery, and En-
forcement Act of 1989 [Aug. 9, 1989], shall be
the Director until the date on which that indi-
vidual’s term as Chairman of the Federal
Home Loan Bank Board would have expired.

(d) Prohibition on financial interests
The Director shall not have a direct or indi-

rect financial interest in any insured depository
institution, as defined in section 3 of the Federal
Deposit Insurance Act [12 U.S.C. 1813].
(e) Powers of Director

The Director shall have all powers which—
(1) were vested in the Federal Home Loan

Bank Board (in the Board’s capacity as such)
or the Chairman of such Board on the day be-
fore the date of the enactment of the Finan-
cial Institutions Reform, Recovery, and En-
forcement Act of 1989 [Aug. 9, 1989]; and

(2) were not—
(A) transferred to the Federal Deposit In-

surance Corporation, the Federal Housing
Finance Board, the Resolution Trust Cor-
poration, or the Federal Home Loan Mort-
gage Corporation pursuant to any amend-
ment made by such Act; or

(B) established under any provision of law
repealed by such Act.

(f) State homestead provisions
No provision of this chapter or any other pro-

vision of law administered by the Director shall
be construed as superseding any homestead pro-
vision of any State constitution, including any
implementing State statute, in effect on Sep-
tember 29, 1994, or any subsequent amendment
to such a State constitutional or statutory pro-
vision in effect on September 29, 1994, that ex-
empts the homestead of any person from fore-
closure, or forced sale, for the payment of all
debts, other than a purchase money obligation
relating to the homestead, taxes due on the
homestead, or an obligation arising from work
and material used in constructing improvements
on the homestead.
(g) Annual report required

The Director shall make an annual report to
the Congress. Such report shall include—

(1) a description of any changes the Director
has made or is considering making in the dis-
trict offices of the Office, including a descrip-
tion of the geographic allocation of the Of-
fice’s resources and personnel used to carry
out examination and supervision functions;
and

(2) a description of actions taken to carry
out section 308 of the Financial Institutions
Reform, Recovery, and Enforcement Act of
1989.

(h) Staff
(1) Appointment and compensation

The Director shall fix the compensation and
number of, and appoint and direct, all employ-
ees of the Office of Thrift Supervision notwith-
standing section 301(f)(1) of title 31. Such com-

pensation shall be paid without regard to the
provisions of other laws applicable to officers
or employees of the United States.

(2) Rates of basic pay
Rates of basic pay for employees of the Of-

fice may be set and adjusted by the Director
without regard to the provisions of chapter 51
or subchapter III of chapter 53 of title 5.

(3) Additional compensation and benefits
The Director may provide additional com-

pensation and benefits to employees of the Of-
fice if the same type of compensation or bene-
fits are then being provided by any Federal
banking agency or, if not then being provided,
could be provided by such an agency under ap-
plicable provisions of law, rule, or regulation.
In setting and adjusting the total amount of
compensation and benefits for employees of
the Office, the Director shall consult, and seek
to maintain comparability with, the Federal
banking agencies.

(4) Delegation authority

(A) In general
The Director may—

(i) designate who shall act as Director in
the Director’s absence; and

(ii) delegate to any employee, represent-
ative, or agent any power of the Director.

(B) Limitations
Notwithstanding subparagraph (A)(ii), the

Director shall not, directly or indirectly—
(i) after October 10, 1989, delegate to any

Federal home loan bank or to any officer,
director, or employee of a Federal home
loan bank, any power involving examining,
supervising, taking enforcement action
with respect to, or otherwise regulating
any savings association, savings and loan
holding company, or other person subject
to regulation by the Director; or

(ii) delegate the Director’s authority to
serve as a member of the Corporation’s
Board of Directors.

(i) Funding through assessments
The compensation of the Director and other

employees of the Office and all other expenses
thereof may be paid from assessments levied
under this chapter.

(j) GAO audit
The Director shall make available to the

Comptroller General of the United States all
books and records necessary to audit all of the
activities of the Office of Thrift Supervision.

(June 13, 1933, ch. 64, § 3, as added Pub. L. 101–73,
title III, § 301, Aug. 9, 1989, 103 Stat. 278; amended
Pub. L. 103–325, title III, § 331(c), Sept. 23, 1994,
108 Stat. 2232; Pub. L. 103–328, title I, § 102(b)(5),
Sept. 29, 1994, 108 Stat. 2352.)

REFERENCES IN TEXT

The Financial Institutions Reform, Recovery, and
Enforcement Act of 1989, referred to in subsecs. (c)(5),
(e), and (g)(2), is Pub. L. 101–73, Aug. 9, 1989, 103 Stat.
183. Section 308 of the Act is set out as a note under
section 1463 of this title. For complete classification of
this Act to the Code, see Tables.
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PRIOR PROVISIONS

A prior section 3 of act June 13, 1933, amended section
1424 of this title prior to the general revision of this
chapter by Pub. L. 101–73, § 301.

AMENDMENTS

1994—Subsec. (b)(3). Pub. L. 103–325, § 331(c)(1), sub-
stituted ‘‘(including agency enforcement actions) un-
less otherwise specifically provided by law’’ for ‘‘unless
otherwise provided by law’’.

Subsec. (b)(4). Pub. L. 103–325, § 331(c)(2), added par.
(4).

Subsecs. (f) to (j). Pub. L. 103–328 added subsec. (f) and
redesignated former subsecs. (f) to (i) as (g) to (j), re-
spectively.

DELEGATION OF AUTHORITY TO RATIFY OFFICE OF THRIFT
SUPERVISION ACTIONS

Memorandum of the President of the United States,
Apr. 18, 1990, 55 F.R. 15207, provided:

Memorandum for the Director of the Office of Thrift
Supervision

By the authority vested in me as President of the
United States by the Constitution and laws of the
United States, including section 301 of title 3 of the
United States Code, I hereby delegate to the Director of
the Office of Thrift Supervision my authority to ratify
actions taken on behalf of, or in the name of, the Office
of Thrift Supervision or its Director before April 9,
1990.

This memorandum shall be published in the Federal
Register.

GEORGE BUSH.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1 of this title;
title 31 section 309.

§ 1463. Supervision of savings associations

(a) Federal savings associations
(1) In general

The Director shall provide for the examina-
tion, safe and sound operation, and regulation
of savings associations.

(2) Regulations
The Director may issue such regulations as

the Director determines to be appropriate to
carry out the responsibilities of the Director
or the Office.

(3) Safe and sound housing credit to be encour-
aged

The Director shall exercise all powers grant-
ed to the Director under this chapter so as to
encourage savings associations to provide
credit for housing safely and soundly.

(b) Accounting and disclosure
(1) In general

The Director shall, by regulation, prescribe
uniform accounting and disclosure standards
for savings associations, to be used in deter-
mining savings associations’ compliance with
all applicable regulations.

(2) Specific requirements for accounting stand-
ards

Subject to section 1464(t) of this title, the
uniform accounting standards prescribed
under paragraph (1) shall—

(A) incorporate generally accepted ac-
counting principles to the same degree that
such principles are used to determine com-

pliance with regulations prescribed by the
Federal banking agencies;

(B) allow for no deviation from full compli-
ance with such standards as are in effect
after December 31, 1993; and

(C) prior to January 1, 1994, require full
compliance by savings associations with ac-
counting standards in effect at any time be-
fore such date not later than provided under
the schedule in section 563.23–3 of title 12,
Code of Federal Regulations (as in effect on
May 1, 1989).

(3) Authority to prescribe more stringent ac-
counting standards

The Director may at any time prescribe ac-
counting standards more stringent than re-
quired under paragraph (2) if the Director de-
termines that the more stringent standards
are necessary to ensure the safe and sound op-
eration of savings associations.

(c) Stringency of standards
All regulations and policies of the Director

governing the safe and sound operation of sav-
ings associations, including regulations and
policies governing asset classification and ap-
praisals, shall be no less stringent than those es-
tablished by the Comptroller of the Currency for
national banks.
(d) Investment of certain funds in accounts of

savings associations
The savings accounts and share accounts of

savings associations insured by the Corporation
shall be lawful investments and may be accepted
as security for all public funds of the United
States, fiduciary and trust funds under the au-
thority or control of the United States or any
officer thereof, and for the funds of all corpora-
tions organized under the laws of the United
States (subject to any regulatory authority
otherwise applicable), regardless of any limita-
tion of law upon the investment of any such
funds or upon the acceptance of security for the
investment or deposit of any of such funds.
(e) Participation by savings associations in lot-

teries and related activities
(1) Participation prohibited

No savings association may—
(A) deal in lottery tickets;
(B) deal in bets used as a means or sub-

stitute for participation in a lottery;
(C) announce, advertise, or publicize the

existence of any lottery; or
(D) announce, advertise, or publicize the

existence or identity of any participant or
winner, as such, in a lottery.

(2) Use of facilities prohibited
No savings association may permit—

(A) the use of any part of any of its own of-
fices by any person for any purpose forbid-
den to the institution under paragraph (1);
or

(B) direct access by the public from any of
its own offices to any premises used by any
person for any purpose forbidden to the in-
stitution under paragraph (1).

(3) Definitions
For purposes of this subsection—
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(A) Deal in
The term ‘‘deal in’’ includes making, tak-

ing, buying, selling, redeeming, or collect-
ing.
(B) Lottery

The term ‘‘lottery’’ includes any arrange-
ment under which—

(i) 3 or more persons (hereafter in this
subparagraph referred to as the ‘‘partici-
pants’’) advance money or credit to an-
other in exchange for the possibility or ex-
pectation that 1 or more but not all of the
participants (hereafter in this paragraph
referred to as the ‘‘winners’’) will receive
by reason of those participants’ advances
more than the amounts those participants
have advanced; and

(ii) the identity of the winners is deter-
mined by any means which includes—

(I) a random selection;
(II) a game, race, or contest; or
(III) any record or tabulation of the re-

sult of 1 or more events in which any
participant has no interest except for the
bearing that event has on the possibility
that the participant may become a win-
ner.

(C) Lottery ticket
The term ‘‘lottery ticket’’ includes any

right, privilege, or possibility (and any tick-
et, receipt, record, or other evidence of any
such right, privilege, or possibility) of be-
coming a winner in a lottery.

(4) Exception for State lotteries
Paragraphs (1) and (2) shall not apply with

respect to any savings association accepting
funds from, or performing any lawful services
for, any State operating a lottery, or any offi-
cer or employee of such a State who is charged
with administering the lottery.
(5) Regulations

The Director shall prescribe such regula-
tions as may be necessary to provide for en-
forcement of this subsection and to prevent
any evasion of any provision of this sub-
section.

(f) Federally related mortgage loan disclosures
A savings association may not make a feder-

ally related mortgage loan to an agent, trustee,
nominee, or other person acting in a fiduciary
capacity without requiring that the identity of
the person receiving the beneficial interest of
such loan shall at all times be revealed to the
savings association. At the request of the Direc-
tor, the savings association shall report to the
Director the identity of such person and the na-
ture and amount of the loan.
(g) Preemption of State usury laws

(1) Notwithstanding any State law, a savings
association may charge interest on any exten-
sion of credit at a rate of not more than 1 per-
cent in excess of the discount rate on 90-day
commercial paper in effect at the Federal Re-
serve bank in the Federal Reserve district in
which such savings association is located or at
the rate allowed by the laws of the State in
which such savings association is located,
whichever is greater.

(2) If the rate prescribed in paragraph (1) ex-
ceeds the rate such savings association would be
permitted to charge in the absence of this sub-
section, the receiving or charging a greater rate
of interest than that prescribed by paragraph
(1), when knowingly done, shall be deemed a for-
feiture of the entire interest which the exten-
sion of credit carries with it, or which has been
agreed to be paid thereon. If such greater rate of
interest has been paid, the person who paid it
may recover, in a civil action commenced in a
court of appropriate jurisdiction not later than
2 years after the date of such payment, an
amount equal to twice the amount of the inter-
est paid from the savings association taking or
receiving such interest.
(h) Form and maturity of securities

No savings association shall—
(1) issue securities which guarantee a defi-

nite maturity except with the specific ap-
proval of the Director, or

(2) issue any securities the form of which has
not been approved by the Director.

(June 13, 1933, ch. 64, § 4, as added Pub. L. 101–73,
title III, § 301, Aug. 9, 1989, 103 Stat. 280.)

PRIOR PROVISIONS

A prior section 1463, acts June 13, 1933, ch. 64, § 4, 48
Stat. 129; Apr. 27, 1934, ch. 168, §§ 1(a), 2–4, 13, 48 Stat.
643–645, 647; June 27, 1934, ch. 847, title V, §§ 506, 508(b),
48 Stat. 1263, 1264; May 28, 1935, ch. 150, §§ 10–17(a), 49
Stat. 296, 297; Aug. 11, 1939, ch. 684, 53 Stat. 1403; Oct. 24,
1942, ch. 621, 56 Stat. 986; June 30, 1947, ch. 166, title II,
§ 206(f), 61 Stat. 206, related to creation of Home Own-
ers’ Loan Corporation, for appointment and compensa-
tion of its board of directors, for appointment and com-
pensation of its employees, and for other powers, prior
to repeal by Pub. L. 89–554, § 8(a), Sept. 6, 1966, 80 Stat.
648.

A prior section 1463a, act Apr. 27, 1934, ch. 168, § 1(b),
48 Stat. 644, provided that amendments made to subsec.
(c) of former section 1463 of this title, except with re-
spect to refunding, by act Apr. 27, 1934, should not
apply to any bonds prior to Apr. 27, 1934, issued under
subsec. (c), or to any bonds thereafter issued in compli-
ance with commitments of the Corporation outstanding
on Apr. 27, 1934.

A prior section 1463b, act Apr. 27, 1934, ch. 168, § 9, 48
Stat. 646, related to purchase of obligations of, and
loans to, Federal Home Loan Banks, prior to repeal by
act May 28, 1935, ch. 150, § 17(b), 49 Stat. 297.

PRESERVING MINORITY OWNERSHIP OF MINORITY
FINANCIAL INSTITUTIONS

Section 308 of Pub. L. 101–73 provided that:
‘‘(a) CONSULTATION ON METHODS.—The Secretary of

the Treasury shall consult with the Director of the Of-
fice of Thrift Supervision and the Chairperson of the
Board of Directors of the Federal Deposit Insurance
Corporation on methods for best achieving the follow-
ing goals:

‘‘(1) Preserving the present number of minority de-
pository institutions.

‘‘(2) Preserving their minority character in cases
involving mergers or acquisition of a minority depos-
itory institution by using general preference guide-
lines in the following order:

‘‘(A) Same type of minority depository institu-
tion in the same city.

‘‘(B) Same type of minority depository institu-
tion in the same State.

‘‘(C) Same type of minority depository institution
nationwide.

‘‘(D) Any type of minority depository institution
in the same city.
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‘‘(E) Any type of minority depository institution
in the same State.

‘‘(F) Any type of minority depository institution
nationwide.

‘‘(G) Any other bidders.
‘‘(3) Providing technical assistance to prevent in-

solvency of institutions not now insolvent.
‘‘(4) Promoting and encouraging creation of new

minority depository institutions.
‘‘(5) Providing for training, technical assistance,

and educational programs.
‘‘(b) DEFINITIONS.—For purposes of this section—

‘‘(1) MINORITY FINANCIAL INSTITUTION.—The term
‘minority depository institution’ means any deposi-
tory institution that—

‘‘(A) if a privately owned institution, 51 percent is
owned by one or more socially and economically
disadvantaged individuals;

‘‘(B) if publicly owned, 51 percent of the stock is
owned by one or more socially and economically
disadvantaged individuals; and

‘‘(C) in the case of a mutual institution where the
majority of the Board of Directors, account holders,
and the community which it services is predomi-
nantly minority.
‘‘(2) MINORITY.—The term ‘minority’ means any

black American, Native American, Hispanic Amer-
ican, or Asian American.’’

ABOLITION OF HOME OWNERS’ LOAN CORPORATION

Act June 30, 1953, ch. 170, § 21, 67 Stat. 126, provided
for dissolution and abolition of Home Owners’ Loan
Corporation established by former section 1463 of this
title.

§ 1464. Federal savings associations

(a) In general
In order to provide thrift institutions for the

deposit of funds and for the extension of credit
for homes and other goods and services, the Di-
rector is authorized, under such regulations as
the Director may prescribe—

(1) to provide for the organization, incorpo-
ration, examination, operation, and regulation
of associations to be known as Federal savings
associations (including Federal savings
banks), and

(2) to issue charters therefor,

giving primary consideration of the best prac-
tices of thrift institutions in the United States.
The lending and investment powers conferred by
this section are intended to encourage such in-
stitutions to provide credit for housing safely
and soundly.
(b) Deposits and related powers

(1) Deposit accounts
(A) Subject to the terms of its charter and

regulations of the Director, a Federal savings
association may—

(i) raise funds through such deposit, share,
or other accounts, including demand deposit
accounts (hereafter in this section referred
to as ‘‘accounts’’); and

(ii) issue passbooks, certificates, or other
evidence of accounts.

(B) A Federal savings association may not—
(i) pay interest on a demand account; or
(ii) permit any overdraft (including an

intraday overdraft) on behalf of an affiliate,
or incur any such overdraft in such savings
association’s account at a Federal reserve
bank or Federal home loan bank on behalf of
an affiliate.

All savings accounts and demand accounts
shall have the same priority upon liquidation.
Holders of accounts and obligors of a Federal
savings association shall, to such extent as
may be provided by its charter or by regula-
tions of the Director, be members of the sav-
ings association, and shall have such voting
rights and such other rights as are thereby
provided.

(C) A Federal savings association may re-
quire not less than 14 days notice prior to pay-
ment of savings accounts if the charter of the
savings association or the regulations of the
Director so provide.

(D) If a Federal savings association does not
pay all withdrawals in full (subject to the
right of the association, where applicable, to
require notice), the payment of withdrawals
from accounts shall be subject to such rules
and procedures as may be prescribed by the
savings association’s charter or by regulation
of the Director. Except as authorized in writ-
ing by the Director, any Federal savings asso-
ciation that fails to make full payment of any
withdrawal when due shall be deemed to be in
an unsafe or unsound condition.

(E) Accounts may be subject to check or to
withdrawal or transfer on negotiable or trans-
ferable or other order or authorization to the
Federal savings association, as the Director
may by regulation provide.

(F) A Federal savings association may estab-
lish remote service units for the purpose of
crediting savings or demand accounts, debit-
ing such accounts, crediting payments on
loans, and the disposition of related financial
transactions, as provided in regulations pre-
scribed by the Director.

(2) Other liabilities
To such extent as the Director may author-

ize in writing, a Federal savings association
may borrow, may give security, may be surety
as defined by the Director and may issue such
notes, bonds, debentures, or other obligations,
or other securities, including capital stock.

(3) Loans from State housing finance agencies

(A) In general
Subject to regulation by the Director but

without regard to any other provision of this
subsection, any Federal savings association
that is in compliance with the capital stand-
ards in effect under subsection (t) of this
section may borrow funds from a State
mortgage finance agency of the State in
which the head office of such savings asso-
ciation is situated to the same extent as
State law authorizes a savings association
organized under the laws of such State to
borrow from the State mortgage finance
agency.

(B) Interest rate
A Federal savings association may not

make any loan of funds borrowed under sub-
paragraph (A) at an interest rate which ex-
ceeds by more than 13⁄4 percent per annum
the interest rate paid to the State mortgage
finance agency on the obligations issued to
obtain the funds so borrowed.
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(4) Mutual capital certificates
In accordance with regulations issued by the

Director, mutual capital certificates may be
issued and sold directly to subscribers or
through underwriters. Such certificates may
be included in calculating capital for the pur-
pose of subsection (t) of this section to the ex-
tent permitted by the Director. The issuance
of certificates under this paragraph does not
constitute a change of control or ownership
under this chapter or any other law unless
there is in fact a change in control or reorga-
nization. Regulations relating to the issuance
and sale of mutual capital certificates shall
provide that such certificates—

(A) are subordinate to all savings ac-
counts, savings certificates, and debt obliga-
tions;

(B) constitute a claim in liquidation on
the general reserves, surplus, and undivided
profits of the Federal savings association re-
maining after the payment in full of all sav-
ings accounts, savings certificates, and debt
obligations;

(C) are entitled to the payment of divi-
dends; and

(D) may have a fixed or variable dividend
rate.

(c) Loans and investments
To the extent specified in regulations of the

Director, a Federal savings association may in-
vest in, sell, or otherwise deal in the following
loans and other investments:

(1) Loans or investments without percentage of
assets limitation

Without limitation as a percentage of assets,
the following are permitted:

(A) Account loans
Loans on the security of its savings ac-

counts and loans specifically related to
transaction accounts.

(B) Residential real property loans
Loans on the security of liens upon resi-

dential real property.

(C) United States Government securities
Investments in obligations of, or fully

guaranteed as to principal and interest by,
the United States.

(D) Federal home loan bank and Federal Na-
tional Mortgage Association securities

Investments in the stock or bonds of a
Federal home loan bank or in the stock of
the Federal National Mortgage Association.

(E) Federal Home Loan Mortgage Corpora-
tion instruments

Investments in mortgages, obligations, or
other securities which are or have been sold
by the Federal Home Loan Mortgage Cor-
poration pursuant to section 305 or 306 of the
Federal Home Loan Mortgage Corporation
Act [12 U.S.C. 1454 or 1455].

(F) Other Government securities
Investments in obligations, participations,

securities, or other instruments issued by, or
fully guaranteed as to principal and interest

by, the Federal National Mortgage Associa-
tion, the Student Loan Marketing Associa-
tion, the Government National Mortgage As-
sociation, or any agency of the United
States. A savings association may issue and
sell securities which are guaranteed pursu-
ant to section 306(g) of the National Housing
Act [12 U.S.C. 1721(g)].

(G) Deposits
Investments in accounts of any insured de-

pository institution, as defined in section 3
of the Federal Deposit Insurance Act [12
U.S.C. 1813].

(H) State securities
Investments in obligations issued by any

State or political subdivision thereof (in-
cluding any agency, corporation, or instru-
mentality of a State or political subdivi-
sion). A Federal savings association may not
invest more than 10 percent of its capital in
obligations of any one issuer, exclusive of in-
vestments in general obligations of any is-
suer.

(I) Purchase of insured loans
Purchase of loans secured by liens on im-

proved real estate which are insured or guar-
anteed under the National Housing Act [12
U.S.C. 1701 et seq.], the Servicemen’s Read-
justment Act of 1944, or chapter 37 of title 38.

(J) Home improvement and manufactured
home loans

Loans made to repair, equip, alter, or im-
prove any residential real property, and
loans made for manufactured home financ-
ing.

(K) Insured loans to finance the purchase of
fee simple

Loans insured under section 240 of the Na-
tional Housing Act [12 U.S.C. 1715z–5].

(L) Loans to financial institutions, brokers,
and dealers

Loans to—
(i) financial institutions with respect to

which the United States or an agency or
instrumentality thereof has any function
of examination or supervision, or

(ii) any broker or dealer registered with
the Securities and Exchange Commission,

which are secured by loans, obligations, or
investments in which the Federal savings as-
sociation has the statutory authority to in-
vest directly.

(M) Liquidity investments
Investments (other than equity invest-

ments), identified by the Director, for liquid-
ity purposes, including cash, funds on de-
posit at a Federal reserve bank or a Federal
home loan bank, or bankers’ acceptances.

(N) Investment in the national housing part-
nership corporation, partnerships, and
joint ventures

Investments in shares of stock issued by a
corporation authorized to be created pursu-
ant to title IX of the Housing and Urban De-
velopment Act of 1968 [42 U.S.C. 3931 et seq.],
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and investments in any partnership, limited
partnership, or joint venture formed pursu-
ant to section 907(a) or 907(c) of such Act [42
U.S.C. 3937(a) or (c)].
(O) Certain HUD insured or guaranteed in-

vestments
Loans that are secured by mortgages—

(i) insured under title X of the National
Housing Act [12 U.S.C. 1749aa et seq.],1 or

(ii) guaranteed under title IV of the
Housing and Urban Development Act of
1968, under part B of the National Urban
Policy and New Community Development
Act of 1970 [42 U.S.C. 4511 et seq.], or under
section 802 of the Housing and Community
Development Act of 1974 [42 U.S.C. 1440].

(P) State housing corporation investments
Obligations of and loans to any State

housing corporation, if—
(i) such obligations or loans are secured

directly, or indirectly through an agent or
fiduciary, by a first lien on improved real
estate which is insured under the provi-
sions of the National Housing Act [12
U.S.C. 1701 et seq.], and

(ii) in the event of default, the holder of
the obligations or loans has the right di-
rectly, or indirectly through an agent or
fiduciary, to cause to be subject to the sat-
isfaction of such obligations or loans the
real estate described in the first lien or the
insurance proceeds under the National
Housing Act.

(Q) Investment companies
A Federal savings association may invest

in, redeem, or hold shares or certificates is-
sued by any open-end management invest-
ment company which—

(i) is registered with the Securities and
Exchange Commission under the Invest-
ment Company Act of 1940 [15 U.S.C. 80a–1
et seq.], and

(ii) the portfolio of which is restricted by
such management company’s investment
policy (changeable only if authorized by
shareholder vote) solely to investments
that a Federal savings association by law
or regulation may, without limitation as
to percentage of assets, invest in, sell, re-
deem, hold, or otherwise deal in.

(R) Mortgage-backed securities
Investments in securities that—

(i) are offered and sold pursuant to sec-
tion 4(5) of the Securities Act of 1933 [15
U.S.C. 77d(5)]; or

(ii) are mortgage related securities (as
defined in section 3(a)(41) of the Securities
Exchange Act of 1934) [15 U.S.C. 78c(a)(41)],

subject to such regulations as the Director
may prescribe, including regulations pre-
scribing minimum size of the issue (at the
time of initial distribution) or minimum ag-
gregate sales price, or both.
(S) Small business related securities

Investments in small business related se-
curities (as defined in section 78c(a)(53) of

title 15), subject to such regulations as the
Director may prescribe, including regula-
tions concerning the minimum size of the
issue (at the time of the initial distribution),
the minimum aggregate sales price, or both.
(T) Credit card loans

Loans made through credit cards or credit
card accounts.
(U) Educational loans

Loans made for the payment of edu-
cational expenses.

(2) Loans or investments limited to a percent-
age of assets or capital

The following loans or investments are per-
mitted, but only to the extent specified:

(A) Commercial and other loans
Secured or unsecured loans for commer-

cial, corporate, business, or agricultural pur-
poses. The aggregate amount of loans made
under this subparagraph may not exceed 20
percent of the total assets of the Federal
savings association, and amounts in excess
of 10 percent of such total assets may be
used under this subparagraph only for small
business loans, as that term is defined by the
Director.
(B) Nonresidential real property loans

(i) In general
Loans on the security of liens upon non-

residential real property. Except as pro-
vided in clause (ii), the aggregate amount
of such loans shall not exceed 400 percent
of the Federal savings association’s cap-
ital, as determined under subsection (t) of
this section.
(ii) Exception

The Director may permit a savings asso-
ciation to exceed the limitation set forth
in clause (i) if the Director determines
that the increased authority—

(I) poses no significant risk to the safe
and sound operation of the association,
and

(II) is consistent with prudent operat-
ing practices.

(iii) Monitoring
If the Director permits any increased au-

thority pursuant to clause (ii), the Direc-
tor shall closely monitor the Federal sav-
ings association’s condition and lending
activities to ensure that the savings asso-
ciation carries out all authority under this
paragraph in a safe and sound manner and
complies with this subparagraph and all
relevant laws and regulations.

(C) Investments in personal property
Investments in tangible personal property,

including vehicles, manufactured homes,
machinery, equipment, or furniture, for
rental or sale. Investments under this sub-
paragraph may not exceed 10 percent of the
assets of the Federal savings association.
(D) Consumer loans and certain securities

A Federal savings association may make
loans for personal, family, or household pur-
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poses, including loans reasonably incident to
providing such credit, and may invest in,
sell, or hold commercial paper and corporate
debt securities, as defined and approved by
the Director. Loans and other investments
under this subparagraph may not exceed 35
percent of the assets of the Federal savings
association, except that amounts in excess
of 30 percent of the assets may be invested
only in loans which are made by the associa-
tion directly to the original obligor and with
respect to which the association does not
pay any finder, referral, or other fee, di-
rectly or indirectly, to any third party.

(3) Loans or investments limited to 5 percent
of assets

The following loans or investments are per-
mitted, but not to exceed 5 percent of assets of
a Federal savings association for each sub-
paragraph:

(A) Community development investments
Investments in real property and obliga-

tions secured by liens on real property lo-
cated within a geographic area or neighbor-
hood receiving concentrated development as-
sistance by a local government under title I
of the Housing and Community Development
Act of 1974 [42 U.S.C. 5301 et seq.]. No invest-
ment under this subparagraph in such real
property may exceed an aggregate of 2 per-
cent of the assets of the Federal savings as-
sociation.
(B) Nonconforming loans

Loans upon the security of or respecting
real property or interests therein used for
primarily residential or farm purposes that
do not comply with the limitations of this
subsection.
(C) Construction loans without security

Loans—
(i) the principal purpose of which is to

provide financing with respect to what is
or is expected to become primarily resi-
dential real estate; and

(ii) with respect to which the associa-
tion—

(I) relies substantially on the borrow-
er’s general credit standing and pro-
jected future income for repayment,
without other security; or

(II) relies on other assurances for re-
payment, including a guarantee or simi-
lar obligation of a third party.

The aggregate amount of such investments
shall not exceed the greater of the Federal
savings association’s capital or 5 percent of
its assets.

(4) Other loans and investments
The following additional loans and other in-

vestments to the extent authorized below:
(A) Business development credit corpora-

tions
A Federal savings association that is in

compliance with the capital standards pre-
scribed under subsection (t) of this section
may invest in, lend to, or to 2 commit itself

to lend to, any business development credit
corporation incorporated in the State in
which the home office of the association is
located in the same manner and to the same
extent as savings associations chartered by
such State are authorized. The aggregate
amount of such investments, loans, and com-
mitments of any such Federal savings asso-
ciation shall not exceed one-half of 1 percent
of the association’s total outstanding loans
or $250,000, whichever is less.
(B) Service corporations

Investments in the capital stock, obliga-
tions, or other securities of any corporation
organized under the laws of the State in
which the Federal savings association’s
home office is located, if such corporation’s
entire capital stock is available for purchase
only by savings associations of such State
and by Federal associations having their
home offices in such State. No Federal sav-
ings association may make any investment
under this subparagraph if the association’s
aggregate outstanding investment under
this subparagraph would exceed 3 percent of
the association’s assets. Not less than one-
half of the investment permitted under this
subparagraph which exceeds 1 percent of the
association’s assets shall be used primarily
for community, inner-city, and community
development purposes.

(C) Foreign assistance investments
Investments in housing project loans hav-

ing the benefit of any guaranty under sec-
tion 221 of the Foreign Assistance Act of 1961
[22 U.S.C. 2181] or loans having the benefit of
any guarantee under section 224 of such Act
[22 U.S.C. 2184],3 or any commitment or
agreement with respect to such loans made
pursuant to either of such sections and in
the share capital and capital reserve of the
Inter-American Savings and Loan Bank.
This authority extends to the acquisition,
holding, and disposition of loans guaranteed
under section 221 or 222 of such Act [22
U.S.C. 2181 or 2182]. Investments under this
subparagraph shall not exceed 1 percent of
the Federal savings association’s assets.

(D) Small business investment companies
A Federal savings association may invest

in stock, obligations, or other securities of
any small business investment company
formed pursuant to section 301(d) 3 of the
Small Business Investment Act of 1958 [15
U.S.C. 681(d)] for the purpose of aiding mem-
bers of a Federal home loan bank. A Federal
savings association may not make any in-
vestment under this subparagraph if its ag-
gregate outstanding investment under this
subparagraph would exceed 1 percent of the
assets of such savings association.

(E) Bankers� banks
A Federal savings association may pur-

chase for its own account shares of stock of
a bankers’ bank, described in Paragraph
Seventh of section 24 of this title or in sec-
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tion 27(b) of this title, on the same terms
and conditions as a national bank may pur-
chase such shares.

(F) New Markets Venture Capital companies
A Federal savings association may invest

in stock, obligations, or other securities of
any New Markets Venture Capital company
as defined in section 689 of title 15, except
that a Federal savings association may not
make any investment under this subpara-
graph if its aggregate outstanding invest-
ment under this subparagraph would exceed
5 percent of the capital and surplus of such
savings association.

(5) Transition rule for savings associations ac-
quiring banks

(A) In general
If, under section 5(d)(3) of the Federal De-

posit Insurance Act [12 U.S.C. 1815(d)(3)], a
savings association acquires all or substan-
tially all of the assets of a bank that is a
member of the Bank Insurance Fund, the Di-
rector may permit the savings association to
retain any such asset during the 2-year pe-
riod beginning on the date of the acquisi-
tion.

(B) Extension
The Director may extend the 2-year period

described in subparagraph (A) for not more
than 1 year at a time and not more than 2
years in the aggregate, if the Director deter-
mines that the extension is consistent with
the purposes of this chapter.

(6) Definitions
As used in this subsection—

(A) Residential property
The terms ‘‘residential real property’’ or

‘‘residential real estate’’ mean leaseholds,
homes (including condominiums and co-
operatives, except that in connection with
loans on individual cooperative units, such
loans shall be adequately secured as defined
by the Director) and, combinations of homes
or dwelling units and business property, in-
volving only minor or incidental business
use, or property to be improved by construc-
tion of such structures.

(B) Loans
The term ‘‘loans’’ includes obligations and

extensions or advances of credit; and any
reference to a loan or investment includes
an interest in such a loan or investment.

(d) Regulatory authority
(1) In general

(A) Enforcement
The Director shall have power to enforce

this section, section 8 of the Federal Deposit
Insurance Act [12 U.S.C. 1818], and regula-
tions prescribed hereunder. In enforcing any
provision of this section, regulations pre-
scribed under this section, or any other law
or regulation, or in any other action, suit, or
proceeding to which the Director is a party
or in which the Director is interested, and in
the administration of conservatorships and

receiverships, the Director may act in the
Director’s own name and through the Direc-
tor’s own attorneys. Except as otherwise
provided, the Director shall be subject to
suit (other than suits on claims for money
damages) by any Federal savings association
or director or officer thereof with respect to
any matter under this section or any other
applicable law, or regulation thereunder, in
the United States district court for the judi-
cial district in which the savings associa-
tion’s home office is located, or in the
United States District Court for the District
of Columbia, and the Director may be served
with process in the manner prescribed by the
Federal Rules of Civil Procedure.
(B) Ancillary provisions

(i) In making examinations of savings as-
sociations, examiners appointed by the Di-
rector shall have power to make such exami-
nations of the affairs of all affiliates of such
savings associations as shall be necessary to
disclose fully the relations between such
savings associations and their affiliates and
the effect of such relations upon such sav-
ings associations. For purposes of this sub-
section, the term ‘‘affiliate’’ has the same
meaning as in section 2(b) of the Banking
Act of 1933 [12 U.S.C. 221a(b)], except that
the term ‘‘member bank’’ in section 2(b)
shall be deemed to refer to a savings associa-
tion.

(ii) In the course of any examination of
any savings association, upon request by the
Director, prompt and complete access shall
be given to all savings association officers,
directors, employees, and agents, and to all
relevant books, records, or documents of any
type.

(iii) Upon request made in the course of su-
pervision or oversight of any savings asso-
ciation, for the purpose of acting on any ap-
plication or determining the condition of
any savings association, including whether
operations are being conducted safely,
soundly, or in compliance with charters,
laws, regulations, directives, written agree-
ments, or conditions imposed in writing in
connection with the granting of an applica-
tion or other request, the Director shall be
given prompt and complete access to all sav-
ings association officers, directors, employ-
ees, and agents, and to all relevant books,
records, or documents of any type.

(iv) If prompt and complete access upon re-
quest is not given as required in this sub-
section, the Director may apply to the
United States district court for the judicial
district (or the United States court in any
territory) in which the principal office of the
institution is located, or in which the person
denying such access resides or carries on
business, for an order requiring that such in-
formation be promptly provided.

(v) In connection with examinations of
savings associations and affiliates thereof,
the Director may—

(I) administer oaths and affirmations
and examine and to 4 take and preserve tes-
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timony under oath as to any matter in re-
spect of the affairs or ownership of any
such savings association or affiliate, and

(II) issue subpenas and, for the enforce-
ment thereof, apply to the United States
district court for the judicial district (or
the United States court in any territory)
in which the principal office of the savings
association or affiliate is located, or in
which the witness resides or carries on
business.

Such courts shall have jurisdiction and
power to order and require compliance with
any such subpena.

(vi) In any proceeding under this section,
the Director may administer oaths and affir-
mations, take depositions, and issue subpe-
nas. The Director may prescribe regulations
with respect to any such proceedings. The
attendance of witnesses and the production
of documents provided for in this subsection
may be required from any place in any State
or in any territory at any designated place
where such proceeding is being conducted.

(vii) Any party to a proceeding under this
section may apply to the United States Dis-
trict Court for the District of Columbia, or
the United States district court for the judi-
cial district (or the United States court in
any territory) in which such proceeding is
being conducted, or where the witness re-
sides or carries on business, for enforcement
of any subpena issued pursuant to this sub-
section or section 10(c) of the Federal De-
posit Insurance Act [12 U.S.C. 1820(c)], and
such courts shall have jurisdiction and
power to order and require compliance
therewith. Witnesses subpenaed under this
section shall be paid the same fees and mile-
age that are paid witnesses in the district
courts of the United States. All expenses of
the Director in connection with this section
shall be considered as nonadministrative ex-
penses. Any court having jurisdiction of any
proceeding instituted under this section by a
savings association, or a director or officer
thereof, may allow to any such party reason-
able expenses and attorneys’ fees. Such ex-
penses and fees shall be paid by the savings
association.

(2) Conservatorships and receiverships
(A) Grounds for appointing conservator or

receiver for insured savings association
The Director of the Office of Thrift Super-

vision may appoint a conservator or receiver
for any insured savings association if the Di-
rector determines, in the Director’s discre-
tion, that 1 or more of the grounds specified
in section 11(c)(5) of the Federal Deposit In-
surance Act [12 U.S.C. 1821(c)(5)] exists.
(B) Power of appointment; judicial review

The Director shall have exclusive power
and jurisdiction to appoint a conservator or
receiver for a Federal savings association. If,
in the opinion of the Director, a ground for
the appointment of a conservator or receiver
for a savings association exists, the Director
is authorized to appoint ex parte and with-
out notice a conservator or receiver for the

savings association. In the event of such ap-
pointment, the association may, within 30
days thereafter, bring an action in the
United States district court for the judicial
district in which the home office of such as-
sociation is located, or in the United States
District Court for the District of Columbia,
for an order requiring the Director to re-
move such conservator or receiver, and the
court shall upon the merits dismiss such ac-
tion or direct the Director to remove such
conservator or receiver. Upon the com-
mencement of such an action, the court hav-
ing jurisdiction of any other action or pro-
ceeding authorized under this subsection to
which the association is a party shall stay
such action or proceeding during the pend-
ency of the action for removal of the con-
servator or receiver.
(C) Replacement

The Director may, without any prior no-
tice, hearing, or other action, replace a con-
servator with another conservator or with a
receiver, but such replacement shall not af-
fect any right which the association may
have to obtain judicial review of the original
appointment, except that any removal under
this subparagraph shall be removal of the
conservator or receiver in office at the time
of such removal.
(D) Court action

Except as otherwise provided in this sub-
section, no court may take any action for or
toward the removal of any conservator or re-
ceiver or, except at the request of the Direc-
tor, to restrain or affect the exercise of pow-
ers or functions of a conservator or receiver.
(E) Powers

(i) In general
A conservator shall have all the powers

of the members, the stockholders, the di-
rectors, and the officers of the association
and shall be authorized to operate the as-
sociation in its own name or to conserve
its assets in the manner and to the extent
authorized by the Director.
(ii) FDIC or RTC as conservator or receiver

Except as provided in section 21A of the
Federal Home Loan Bank Act [12 U.S.C.
1441a], the Director, at the Director’s dis-
cretion, may appoint the Federal Deposit
Insurance Corporation or the Resolution
Trust Corporation, as appropriate, as con-
servator for a savings association. The Di-
rector shall appoint only the Federal De-
posit Insurance Corporation or the Resolu-
tion Trust Corporation, as appropriate, as
receiver for a savings association for the
purpose of liquidation or winding up the
affairs of such savings association. The
conservator or receiver so appointed shall,
as such, have power to buy at its own sale.
The Federal Deposit Insurance Corpora-
tion, as such conservator or receiver, shall
have all the powers of a conservator or re-
ceiver, as appropriate, granted under the
Federal Deposit Insurance Act [12 U.S.C.
1811 et seq.], and (when not inconsistent
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therewith) any other rights, powers, and
privileges possessed by conservators or re-
ceivers, as appropriate, of savings associa-
tions under this chapter and any other
provisions of law.

(F) Disclosure requirement for those acting
on behalf of conservator

A conservator shall require that any inde-
pendent contractor, consultant, or counsel
employed by the conservator in connection
with the conservatorship of a savings asso-
ciation pursuant to this section shall fully
disclose to all parties with which such con-
tractor, consultant, or counsel is negotiat-
ing, any limitation on the authority of such
contractor, consultant, or counsel to make
legally binding representations on behalf of
the conservator.

(3) Regulations
(A) In general

The Director may prescribe regulations for
the reorganization, consolidation, liquida-
tion, and dissolution of savings associations,
for the merger of insured savings associa-
tions with insured savings associations, for
savings associations in conservatorship and
receivership, and for the conduct of
conservatorships and receiverships. The Di-
rector may, by regulation or otherwise, pro-
vide for the exercise of functions by mem-
bers, stockholders, directors, or officers of a
savings association during conservatorship
and receivership.

(B) FDIC or RTC as conservator or receiver
In any case where the Federal Deposit In-

surance Corporation or the Resolution Trust
Corporation is the conservator or receiver,
any regulations prescribed by the Director
shall be consistent with any regulations pre-
scribed by the Federal Deposit Insurance
Corporation pursuant to the Federal Deposit
Insurance Act [12 U.S.C. 1811 et seq.].

(4) Refusal to comply with demand
Whenever a conservator or receiver ap-

pointed by the Director demands possession of
the property, business, and assets of any sav-
ings association, or of any part thereof, the re-
fusal by any director, officer, employee, or
agent of such association to comply with the
demand shall be punishable by a fine of not
more than $5,000 or imprisonment for not more
than one year, or both.

(5) ��Savings association�� defined
As used in this subsection, the term ‘‘sav-

ings association’’ includes any savings asso-
ciation or former savings association that re-
tains deposits insured by the Corporation, not-
withstanding termination of its status as an
institution insured by the Corporation.

(6) Compliance with monetary transaction rec-
ordkeeping and report requirements

(A) Compliance procedures required
The Director shall prescribe regulations

requiring savings associations to establish
and maintain procedures reasonably de-
signed to assure and monitor the compliance

of such associations with the requirements
of subchapter II of chapter 53 of title 31.

(B) Examinations of savings associations to
include review of compliance procedures

(i) In general
Each examination of a savings associa-

tion by the Director shall include a review
of the procedures required to be estab-
lished and maintained under subparagraph
(A).

(ii) Exam report requirement
The report of examination shall describe

any problem with the procedures main-
tained by the association.

(C) Order to comply with requirements
If the Director determines that a savings

association—
(i) has failed to establish and maintain

the procedures described in subparagraph
(A); or

(ii) has failed to correct any problem
with the procedures maintained by such
association which was previously reported
to the association by the Director,

the Director shall issue an order under sec-
tion 8 of the Federal Deposit Insurance Act
[12 U.S.C. 1818] requiring such association to
cease and desist from its violation of this
paragraph or regulations prescribed under
this paragraph.

(7) Regulation and examination of savings as-
sociation service companies, subsidiaries,
and service providers

(A) General examination and regulatory au-
thority

A service company or subsidiary that is
owned in whole or in part by a savings asso-
ciation shall be subject to examination and
regulation by the Director to the same ex-
tent as that savings association.

(B) Examination by other banking agencies
The Director may authorize any other

Federal banking agency that supervises any
other owner of part of the service company
or subsidiary to perform an examination de-
scribed in subparagraph (A).

(C) Applicability of section 8 of the Federal
Deposit Insurance Act

A service company or subsidiary that is
owned in whole or in part by a saving asso-
ciation shall be subject to the provisions of
section 8 of the Federal Deposit Insurance
Act [12 U.S.C. 1818] as if the service company
or subsidiary were an insured depository in-
stitution. In any such case, the Director
shall be deemed to be the appropriate Fed-
eral banking agency, pursuant to section
3(q) of the Federal Deposit Insurance Act [12
U.S.C. 1813(q)].

(D) Service performed by contract or other-
wise

Notwithstanding subparagraph (A), if a
savings association, a subsidiary thereof, or
any savings and loan affiliate or entity, as
identified by section 8(b)(9) of the Federal
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Deposit Insurance Act [12 U.S.C. 1818(b)(9)],
that is regularly examined or subject to ex-
amination by the Director, causes to be per-
formed for itself, by contract or otherwise,
any service authorized under this chapter or,
in the case of a State savings association,
any applicable State law, whether on or off
its premises—

(i) such performance shall be subject to
regulation and examination by the Direc-
tor to the same extent as if such services
were being performed by the savings asso-
ciation on its own premises; and

(ii) the savings association shall notify
the Director of the existence of the service
relationship not later than 30 days after
the earlier of—

(I) the date on which the contract is
entered into; or

(II) the date on which the performance
of the service is initiated.

(E) Administration by the Director
The Director may issue such regulations

and orders, including those issued pursuant
to section 8 of the Federal Deposit Insurance
Act [12 U.S.C. 1818], as may be necessary to
enable the Director to administer and carry
out this paragraph and to prevent evasion of
this paragraph.

(8) Definitions
For purposes of this section—

(A) the term ‘‘service company’’ means—
(i) any corporation—

(I) that is organized to perform serv-
ices authorized by this chapter or, in the
case of a corporation owned in part by a
State savings association, authorized by
applicable State law; and

(II) all of the capital stock of which is
owned by 1 or more insured savings asso-
ciations; and

(ii) any limited liability company—
(I) that is organized to perform serv-

ices authorized by this chapter or, in the
case of a company, 1 of the members of
which is a State savings association, au-
thorized by applicable State law; and

(II) all of the members of which are 1
or more insured savings associations;

(B) the term ‘‘limited liability company’’
means any company, partnership, trust, or
similar business entity organized under the
law of a State (as defined in section 3 of the
Federal Deposit Insurance Act [12 U.S.C.
1813]) that provides that a member or man-
ager of such company is not personally lia-
ble for a debt, obligation, or liability of the
company solely by reason of being, or acting
as, a member or manager of such company;
and

(C) the terms ‘‘State savings association’’
and ‘‘subsidiary’’ have the same meanings as
in section 3 of the Federal Deposit Insurance
Act.

(e) Character and responsibility
A charter may be granted only—

(1) to persons of good character and respon-
sibility,

(2) if in the judgment of the Director a ne-
cessity exists for such an institution in the
community to be served,

(3) if there is a reasonable probability of its
usefulness and success, and

(4) if the association can be established with-
out undue injury to properly conducted exist-
ing local thrift and home financing institu-
tions.

(f) Federal home loan bank membership
After the end of the 6-month period beginning

on November 12, 1999, a Federal savings associa-
tion may become a member of the Federal Home
Loan Bank System, and shall qualify for such
membership in the manner provided by the Fed-
eral Home Loan Bank Act [12 U.S.C. 1421 et
seq.].
(g) Preferred shares

[Repealed.]
(h) Discriminatory State and local taxation pro-

hibited
No State, county, municipal, or local taxing

authority may impose any tax on Federal sav-
ings associations or their franchise, capital, re-
serves, surplus, loans, or income greater than
that imposed by such authority on other similar
local mutual or cooperative thrift and home fi-
nancing institutions.
(i) Conversions

(1) In general
Any savings association which is, or is eligi-

ble to become, a member of a Federal home
loan bank may convert into a Federal savings
association (and in so doing may change di-
rectly from the mutual form to the stock
form, or from the stock form to the mutual
form). Such conversion shall be subject to
such regulations as the Director shall pre-
scribe. Thereafter such Federal savings asso-
ciation shall be entitled to all the benefits of
this section and shall be subject to examina-
tion and regulation to the same extent as
other associations incorporated pursuant to
this chapter.
(2) Authority of Director

(A) No savings association may convert from
the mutual to the stock form, or from the
stock form to the mutual form, except in ac-
cordance with the regulations of the Director.

(B) Any aggrieved person may obtain review
of a final action of the Director which ap-
proves or disapproves a plan of conversion pur-
suant to this subsection only by complying
with the provisions of section 1467a(j) of this
title within the time limit and in the manner
therein prescribed, which provisions shall
apply in all respects as if such final action
were an order the review of which is therein
provided for, except that such time limit shall
commence upon publication of notice of such
final action in the Federal Register or upon
the giving of such general notice of such final
action as is required by or approved under reg-
ulations of the Director, whichever is later.

(C) Any Federal savings association may
change its designation from a Federal savings
association to a Federal savings bank, or the
reverse.
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(3) Conversion to State association
(A) Any Federal savings association may

convert itself into a savings association or
savings bank organized pursuant to the laws of
the State in which the principal office of such
Federal savings association is located if—

(i) the State permits the conversion of any
savings association or savings bank of such
State into a Federal savings association;

(ii) such conversion of a Federal savings
association into such a State savings asso-
ciation is determined—

(I) upon the vote in favor of such conver-
sion cast in person or by proxy at a special
meeting of members or stockholders called
to consider such action, specified by the
law of the State in which the home office
of the Federal savings association is lo-
cated, as required by such law for a State-
chartered institution to convert itself into
a Federal savings association, but in no
event upon a vote of less than 51 percent of
all the votes cast at such meeting, and

(II) upon compliance with other require-
ments reciprocally equivalent to the re-
quirements of such State law for the con-
version of a State-chartered institution
into a Federal savings association;

(iii) notice of the meeting to vote on con-
version shall be given as herein provided and
no other notice thereof shall be necessary;
the notice shall expressly state that such
meeting is called to vote thereon, as well as
the time and place thereof; and such notice
shall be mailed, postage prepaid, at least 30
and not more than 60 days prior to the date
of the meeting, to the Director and to each
member or stockholder of record of the Fed-
eral savings association at the member’s or
stockholder’s last address as shown on the
books of the Federal savings association;

(iv) when a mutual savings association is
dissolved after conversion, the members or
shareholders of the savings association will
share on a mutual basis in the assets of the
association in exact proportion to their rel-
ative share or account credits;

(v) when a stock savings association is dis-
solved after conversion, the stockholders
will share on an equitable basis in the assets
of the association; and

(vi) such conversion shall be effective upon
the date that all the provisions of this chap-
ter shall have been fully complied with and
upon the issuance of a new charter by the
State wherein the savings association is lo-
cated.

(B)(i) The act of conversion constitutes con-
sent by the institution to be bound by all the
requirements that the Director may impose
under this chapter.

(ii) The savings association shall upon con-
version and thereafter be authorized to issue
securities in any form currently approved at
the time of issue by the Director for issuance
by similar savings associations in such State.

(iii) If the insurance of accounts is termi-
nated in connection with such conversion, the
notice and other action shall be taken as pro-
vided by law and regulations for the termi-
nation of insurance of accounts.

(4) Savings bank activities
(A) To the extent authorized by the Direc-

tor, but subject to section 18(m)(3) of the Fed-
eral Deposit Insurance Act [12 U.S.C.
1828(m)(3)]—

(i) any Federal savings bank chartered as
such prior to October 15, 1982, may continue
to make any investment or engage in any
activity not otherwise authorized under this
section, to the degree it was permitted to do
so as a Federal savings bank prior to Octo-
ber 15, 1982; and

(ii) any Federal savings bank in existence
on August 9, 1989, and formerly organized as
a mutual savings bank under State law may
continue to make any investment or engage
in any activity not otherwise authorized
under this section, to the degree it was au-
thorized to do so as a mutual savings bank
under State law.

(B) The authority conferred by this para-
graph may be utilized by any Federal savings
association that acquires, by merger or con-
solidation, a Federal savings bank enjoying
grandfather rights hereunder.

(5) Conversion to national or State bank
(A) In general

Any Federal savings association chartered
and in operation before November 12, 1999,
with branches in operation before November
12, 1999, in 1 or more States, may convert, at
its option, with the approval of the Comp-
troller of the Currency or the appropriate
State bank supervisor, into 1 or more na-
tional or State banks, each of which may en-
compass 1 or more of the branches of the
Federal savings association in operation be-
fore November 12, 1999, in 1 or more States,
but only if each resulting national or State
bank will meet all financial, management,
and capital requirements applicable to the
resulting national or State bank.

(B) Definitions
For purposes of this paragraph, the terms

‘‘State bank’’ and ‘‘State bank supervisor’’
have the meanings given those terms in sec-
tion 3 of the Federal Deposit Insurance Act
[12 U.S.C. 1813].

(j) Subscription for shares
[Repealed.]

(k) Depository of public money
When designated for that purpose by the Sec-

retary of the Treasury, a savings association the
deposits of which are insured by the Corporation
shall be a depository of public money and may
be employed as fiscal agent of the Government
under such regulations as may be prescribed by
the Secretary and shall perform all such reason-
able duties as fiscal agent of the Government as
may be required of it. A savings association the
deposits of which are insured by the Corporation
may act as agent for any other instrumentality
of the United States when designated for that
purpose by such instrumentality, including serv-
ices in connection with the collection of taxes
and other obligations owed the United States,
and the Secretary of the Treasury may deposit
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public money in any such savings association,
and shall prescribe such regulations as may be
necessary to carry out the purposes of this sub-
section.
(l) Retirement accounts

A Federal savings association is authorized to
act as trustee of any trust created or organized
in the United States and forming part of a stock
bonus, pension, or profit-sharing plan which
qualifies or qualified for specific tax treatment
under section 401(d) of the Internal Revenue
Code of 1986 [26 U.S.C. 401(d)] and to act as trust-
ee or custodian of an individual retirement ac-
count within the meaning of section 408 of such
Code [26 U.S.C. 408] if the funds of such trust or
account are invested only in savings accounts or
deposits in such Federal savings association or
in obligations or securities issued by such Fed-
eral savings association. All funds held in such
fiduciary capacity by any Federal savings asso-
ciation may be commingled for appropriate pur-
poses of investment, but individual records shall
be kept by the fiduciary for each participant and
shall show in proper detail all transactions en-
gaged in under this paragraph.
(m) Branching

(1) In general
(A) No savings association incorporated

under the laws of the District of Columbia or
organized in the District or doing business in
the District shall establish any branch or
move its principal office or any branch with-
out the Director’s prior written approval.

(B) No savings association shall establish
any branch in the District of Columbia or
move its principal office or any branch in the
District without the Director’s prior written
approval.
(2) ��Branch�� defined

For purposes of this subsection the term
‘‘branch’’ means any office, place of business,
or facility, other than the principal office as
defined by the Director, of a savings associa-
tion at which accounts are opened or pay-
ments are received or withdrawals are made,
or any other office, place of business, or facil-
ity of a savings association defined by the Di-
rector as a branch within the meaning of such
sentence.

(n) Trusts
(1) Permits

The Director may grant by special permit to
a Federal savings association applying there-
for the right to act as trustee, executor, ad-
ministrator, guardian, or in any other fidu-
ciary capacity in which State banks, trust
companies, or other corporations which com-
pete with Federal savings associations are per-
mitted to act under the laws of the State in
which the Federal savings association is lo-
cated. Subject to the regulations of the Direc-
tor, service corporations may invest in State
or federally chartered corporations which are
located in the State in which the home office
of the Federal savings association is located
and which are engaged in trust activities.
(2) Segregation of assets

A Federal savings association exercising any
or all of the powers enumerated in this section

shall segregate all assets held in any fiduciary
capacity from the general assets of the asso-
ciation and shall keep a separate set of books
and records showing in proper detail all trans-
actions engaged in under this subsection. The
State banking authority involved may have
access to reports of examination made by the
Director insofar as such reports relate to the
trust department of such association but noth-
ing in this subsection shall be construed as au-
thorizing such State banking authority to ex-
amine the books, records, and assets of such
associations.
(3) Prohibitions

No Federal savings association shall receive
in its trust department deposits of current
funds subject to check or the deposit of
checks, drafts, bills of exchange, or other
items for collection or exchange purposes.
Funds deposited or held in trust by the asso-
ciation awaiting investment shall be carried
in a separate account and shall not be used by
the association in the conduct of its business
unless it shall first set aside in the trust de-
partment United States bonds or other securi-
ties approved by the Director.
(4) Separate lien

In the event of the failure of a Federal sav-
ings association, the owners of the funds held
in trust for investment shall have a lien on the
bonds or other securities so set apart in addi-
tion to their claim against the estate of the
association.
(5) Deposits

Whenever the laws of a State require cor-
porations acting in a fiduciary capacity to de-
posit securities with the State authorities for
the protection of private or court trusts, Fed-
eral savings associations so acting shall be re-
quired to make similar deposits. Securities so
deposited shall be held for the protection of
private or court trusts, as provided by the
State law. Federal savings associations in
such cases shall not be required to execute the
bond usually required of individuals if State
corporations under similar circumstances are
exempt from this requirement. Federal sav-
ings associations shall have power to execute
such bond when so required by the laws of the
State involved.
(6) Oaths and affidavits

In any case in which the laws of a State re-
quire that a corporation acting as trustee, ex-
ecutor, administrator, or in any capacity spec-
ified in this section, shall take an oath or
make an affidavit, the president, vice presi-
dent, cashier, or trust officer of such associa-
tion may take the necessary oath or execute
the necessary affidavit.
(7) Certain loans prohibited

It shall be unlawful for any Federal savings
association to lend any officer, director, or
employee any funds held in trust under the
powers conferred by this section. Any officer,
director, or employee making such loan, or to
whom such loan is made, may be fined not
more than $50,000 or twice the amount of that
person’s gain from the loan, whichever is
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greater, or may be imprisoned not more than
5 years, or may be both fined and imprisoned,
in the discretion of the court.
(8) Factors to be considered

In reviewing applications for permission to
exercise the powers enumerated in this sec-
tion, the Director may consider—

(A) the amount of capital of the applying
Federal savings association,

(B) whether or not such capital is suffi-
cient under the circumstances of the case,

(C) the needs of the community to be
served, and

(D) any other facts and circumstances that
seem to it proper.

The Director may grant or refuse the applica-
tion accordingly, except that no permit shall
be issued to any association having capital
less than the capital required by State law of
State banks, trust companies, and corpora-
tions exercising such powers.
(9) Surrender of charter

(A) Any Federal savings association may
surrender its right to exercise the powers
granted under this subsection, and have re-
turned to it any securities which it may have
deposited with the State authorities, by filing
with the Director a certified copy of a resolu-
tion of its board of directors indicating its in-
tention to surrender its right.

(B) Upon receipt of such resolution, the Di-
rector, if satisfied that such Federal savings
association has been relieved in accordance
with State law of all duties as trustee, execu-
tor, administrator, guardian or other fidu-
ciary, may in the Director’s discretion, issue
to such association a certificate that such as-
sociation is no longer authorized to exercise
the powers granted by this subsection.

(C) Upon the issuance of such a certificate
by the Director, such Federal savings associa-
tion (i) shall no longer be subject to the provi-
sions of this section or the regulations of the
Director made pursuant thereto, (ii) shall be
entitled to have returned to it any securities
which it may have deposited with State au-
thorities, and (iii) shall not exercise thereafter
any of the powers granted by this section
without first applying for and obtaining a new
permit to exercise such powers pursuant to the
provisions of this section.

(D) The Director may prescribe regulations
necessary to enforce compliance with the pro-
visions of this subsection.
(10) Revocation

(A) In addition to the authority conferred by
other law, if, in the opinion of the Director, a
Federal savings association is unlawfully or
unsoundly exercising, or has unlawfully or un-
soundly exercised, or has failed for a period of
5 consecutive years to exercise, the powers
granted by this subsection or otherwise fails
or has failed to comply with the requirements
of this subsection, the Director may issue and
serve upon the association a notice of intent
to revoke the authority of the association to
exercise the powers granted by this sub-
section. The notice shall contain a statement
of the facts constituting the alleged unlawful

or unsound exercise of powers, or failure to ex-
ercise powers, or failure to comply, and shall
fix a time and place at which a hearing will be
held to determine whether an order revoking
authority to exercise such powers should issue
against the association.

(B) Such hearing shall be conducted in ac-
cordance with the provisions of subsection
(d)(1)(B) of this section, and subject to judicial
review as therein provided, and shall be fixed
for a date not earlier than 30 days and not
later than 60 days after service of such notice
unless the Director sets an earlier or later
date at the request of any Federal savings as-
sociation so served.

(C) Unless the Federal savings association so
served shall appear at the hearing by a duly
authorized representative, it shall be deemed
to have consented to the issuance of the rev-
ocation order. In the event of such consent, or
if upon the record made at any such hearing,
the Director shall find that any allegation
specified in the notice of charges has been es-
tablished, the Director may issue and serve
upon the association an order prohibiting it
from accepting any new or additional trust ac-
counts and revoking authority to exercise any
and all powers granted by this subsection, ex-
cept that such order shall permit the associa-
tion to continue to service all previously ac-
cepted trust accounts pending their expedi-
tious divestiture or termination.

(D) A revocation order shall become effec-
tive not earlier than the expiration of 30 days
after service of such order upon the associa-
tion so served (except in the case of a revoca-
tion order issued upon consent, which shall be-
come effective at the time specified therein),
and shall remain effective and enforceable, ex-
cept to such extent as it is stayed, modified,
terminated, or set aside by action of the Di-
rector or a reviewing court.

(o) Conversion of State savings banks
(1) Subject to the provisions of this subsection

and under regulations of the Director, the Direc-
tor may authorize the conversion of a State-
chartered savings bank that is a Bank Insurance
Fund member into a Federal savings bank, if
such conversion is not in contravention of State
law, and provide for the organization, incorpora-
tion, operation, examination, and regulation of
such institution.

(2)(A) Any Federal savings bank chartered
pursuant to this subsection shall continue to be
a Bank Insurance Fund member until such time
as it changes its status to a Savings Association
Insurance Fund member.

(B) The Director shall notify the Corporation
of any application under this chapter for conver-
sion to a Federal charter by an institution in-
sured by the Corporation, shall consult with the
Corporation before disposing of the application,
and shall notify the Corporation of the Direc-
tor’s determination with respect to such appli-
cation.

(C) Notwithstanding any other provision of
law, if the Corporation determines that conver-
sion into a Federal stock savings bank or the
chartering of a Federal stock savings bank is
necessary to prevent the default of a savings
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bank it insures or to reopen a savings bank in
default that it insured, or if the Corporation de-
termines, with the concurrence of the Director,
that severe financial conditions exist that
threaten the stability of a savings bank insured
by the Corporation and that such a conversion
or charter is likely to improve the financial con-
dition of such savings bank, the Corporation
shall provide the Director with a certificate of
such determination, the reasons therefor in con-
formance with the requirements of this chapter,
and the bank shall be converted or chartered by
the Director, pursuant to the regulations there-
of, from the time the Corporation issues the cer-
tificate.

(D) A bank may be converted under subpara-
graph (C) only if the board of trustees of the
bank—

(i) has specified in writing that the bank is
in danger of closing or is closed, or that severe
financial conditions exist that threaten the
stability of the bank and a conversion is likely
to improve the financial condition of the
bank; and

(ii) has requested in writing that the Cor-
poration use the authority of subparagraph
(C).

(E)(i) Before making a determination under
subparagraph (D), the Corporation shall consult
the State bank supervisor of the State in which
the bank in danger of closing is chartered. The
State bank supervisor shall be given a reason-
able opportunity, and in no event less than 48
hours, to object to the use of the provisions of
subparagraph (D).

(ii) If the State supervisor objects during such
period, the Corporation may use the authority
of subparagraph (D) only by an affirmative vote
of three-fourths of the Board of Directors. The
Board of Directors shall provide the State super-
visor, as soon as practicable, with a written cer-
tification of its determination.

(3) A Federal savings bank chartered under
this subsection shall have the same authority
with respect to investments, operations, and ac-
tivities, and shall be subject to the same restric-
tions, including those applicable to branching
and discrimination, as would apply to it if it
were chartered as a Federal savings bank under
any other provision of this chapter.
(p) Conversions

(1) Notwithstanding any other provision of
law, and consistent with the purposes of this
chapter, the Director may authorize (or in the
case of a Federal savings association, require)
the conversion of any mutual savings associa-
tion or Federal mutual savings bank that is in-
sured by the Corporation into a Federal stock
savings association or Federal stock savings
bank, or charter a Federal stock savings asso-
ciation or Federal stock savings bank to acquire
the assets of, or merge with such a mutual insti-
tution under the regulations of the Director.

(2) Authorizations under this subsection may
be made only—

(A) if the Director has determined that se-
vere financial conditions exist which threaten
the stability of an association and that such
authorization is likely to improve the finan-
cial condition of the association,

(B) when the Corporation has contracted to
provide assistance to such association under
section 13 of the Federal Deposit Insurance
Act [12 U.S.C. 1823], or

(C) to assist an institution in receivership.

(3) A Federal savings bank chartered under
this subsection shall have the same authority
with respect to investments, operations and ac-
tivities, and shall be subject to the same restric-
tions, including those applicable to branching
and discrimination, as would apply to it if it
were chartered as a Federal savings bank under
any other provision of this chapter, and may en-
gage in any investment, activity, or operation
that the institution it acquired was engaged in
if that institution was a Federal savings bank,
or would have been authorized to engage in had
that institution converted to a Federal charter.

(q) Tying arrangements
(1) A savings association may not in any man-

ner extend credit, lease, or sell property of any
kind, or furnish any service, or fix or vary the
consideration for any of the foregoing, on the
condition or requirement—

(A) that the customer shall obtain addi-
tional credit, property, or service from such
savings association, or from any service cor-
poration or affiliate of such association, other
than a loan, discount, deposit, or trust service;

(B) that the customer provide additional
credit, property, or service to such associa-
tion, or to any service corporation or affiliate
of such association, other than those related
to and usually provided in connection with a
similar loan, discount, deposit, or trust serv-
ice; and

(C) that the customer shall not obtain some
other credit, property, or service from a com-
petitor of such association, or from a competi-
tor of any service corporation or affiliate of
such association, other than a condition or re-
quirement that such association shall reason-
ably impose in connection with credit trans-
actions to assure the soundness of credit.

(2)(A) Any person may sue for and have injunc-
tive relief, in any court of the United States
having jurisdiction over the parties, against
threatened loss or damage by reason of a viola-
tion of paragraph (1), under the same conditions
and principles as injunctive relief against
threatened conduct that will cause loss or dam-
age is granted by courts of equity and under the
rules governing such proceedings.

(B) Upon the execution of proper bond against
damages for an injunction improvidently grant-
ed and a showing that the danger of irreparable
loss or damage is immediate, a preliminary in-
junction may issue.

(3) Any person injured by a violation of para-
graph (1) may bring an action in any district
court of the United States in which the defend-
ant resides or is found or has an agent, without
regard to the amount in controversy, or in any
other court of competent jurisdiction, and shall
be entitled to recover three times the amount of
the damages sustained, and the cost of suit, in-
cluding a reasonable attorney’s fee. Any such
action shall be brought within 4 years from the
date of the occurrence of the violation.
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(4) Nothing contained in this subsection af-
fects in any manner the right of the United
States or any other party to bring an action
under any other law of the United States or of
any State, including any right which may exist
in addition to specific statutory authority, chal-
lenging the legality of any act or practice which
may be proscribed by this subsection. No regula-
tion or order issued by the Director under this
subsection shall in any manner constitute a de-
fense to such action.

(5) For purposes of this subsection, the term
‘‘loan’’ includes obligations and extensions or
advances of credit.

(6) EXCEPTIONS.—The Director may, by regula-
tion or order, permit such exceptions to the pro-
hibitions of this subsection as the Director con-
siders will not be contrary to the purposes of
this subsection and which conform to exceptions
granted by the Board of Governors of the Fed-
eral Reserve System pursuant to section 1972 of
this title.
(r) Out-of-State branches

(1) No Federal savings association may estab-
lish, retain, or operate a branch outside the
State in which the Federal savings association
has its home office, unless the association quali-
fies as a domestic building and loan association
under section 7701(a)(19) of the Internal Revenue
Code of 1986 [26 U.S.C. 7701(a)(19)] or meets the
asset composition test imposed by subparagraph
(C) of that section on institutions seeking so to
qualify, or qualifies as a qualified thrift lender,
as determined under section 1467a(m) of this
title. No out-of-State branch so established shall
be retained or operated unless the total assets of
the Federal savings association attributable to
all branches of the Federal savings association
in that State would qualify the branches as a
whole, were they otherwise eligible, for treat-
ment as a domestic building and loan associa-
tion under section 7701(a)(19) or as a qualified
thrift lender, as determined under section
1467a(m) of this title, as applicable.

(2) The limitations of paragraph (1) shall not
apply if—

(A) the branch results from a transaction au-
thorized under section 13(k) of the Federal De-
posit Insurance Act [12 U.S.C. 1823(k)];

(B) the branch was authorized for the Fed-
eral savings association prior to October 15,
1982;

(C) the law of the State where the branch is
located, or is to be located, would permit es-
tablishment of the branch if the association
was a savings association or savings bank
chartered by the State in which its home of-
fice is located; or

(D) the branch was operated lawfully as a
branch under State law prior to the associa-
tion’s conversion to a Federal charter.

(3) The Director, for good cause shown, may
allow Federal savings associations up to 2 years
to comply with the requirements of this sub-
section.
(s) Minimum capital requirements

(1) In general
Consistent with the purposes of section 908

of the International Lending Supervision Act

of 1983 [12 U.S.C. 3907] and the capital require-
ments established pursuant to such section by
the appropriate Federal banking agencies (as
defined in section 903(1) of such Act [12 U.S.C.
3902(1)]), the Director shall require all savings
associations to achieve and maintain adequate
capital by—

(A) establishing minimum levels of capital
for savings associations; and

(B) using such other methods as the Direc-
tor determines to be appropriate.

(2) Minimum capital levels may be determined
by Director case-by-case

The Director may, consistent with sub-
section (t) of this section, establish the mini-
mum level of capital for a savings association
at such amount or at such ratio of capital-to-
assets as the Director determines to be nec-
essary or appropriate for such association in
light of the particular circumstances of the as-
sociation.

(3) Unsafe or unsound practice
In the Director’s discretion, the Director

may treat the failure of any savings associa-
tion to maintain capital at or above the mini-
mum level required by the Director under this
subsection or subsection (t) of this section as
an unsafe or unsound practice.

(4) Directive to increase capital

(A) Plan may be required
In addition to any other action authorized

by law, including paragraph (3), the Director
may issue a directive requiring any savings
association which fails to maintain capital
at or above the minimum level required by
the Director to submit and adhere to a plan
for increasing capital which is acceptable to
the Director.

(B) Enforcement of plan
Any directive issued and plan approved

under subparagraph (A) shall be enforceable
under section 8 of the Federal Deposit Insur-
ance Act [12 U.S.C. 1818] to the same extent
and in the same manner as an outstanding
order which was issued under section 8 of the
Federal Deposit Insurance Act and has be-
come final.

(5) Plan taken into account in other proceed-
ings

The Director may—
(A) consider a savings association’s

progress in adhering to any plan required
under paragraph (4) whenever such associa-
tion or any affiliate of such association (in-
cluding any company which controls such
association) seeks the Director’s approval
for any proposal which would have the effect
of diverting earnings, diminishing capital, or
otherwise impeding such association’s
progress in meeting the minimum level of
capital required by the Director; and

(B) disapprove any proposal referred to in
subparagraph (A) if the Director determines
that the proposal would adversely affect the
ability of the association to comply with
such plan.
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(t) Capital standards
(1) In general

(A) Requirement for standards to be pre-
scribed

The Director shall, by regulation, pre-
scribe and maintain uniformly applicable
capital standards for savings associations.
Those standards shall include—

(i) a leverage limit;
(ii) a tangible capital requirement; and
(iii) a risk-based capital requirement.

(B) Compliance
A savings association is not in compliance

with capital standards for purposes of this
subsection unless it complies with all cap-
ital standards prescribed under this para-
graph.
(C) Stringency

The standards prescribed under this para-
graph shall be no less stringent than the
capital standards applicable to national
banks.
(D) Deadline for regulations

The Director shall promulgate final regu-
lations under this paragraph not later than
90 days after August 9, 1989, and those regu-
lations shall become effective not later than
120 days after August 9, 1989.

(2) Content of standards
(A) Leverage limit

The leverage limit prescribed under para-
graph (1) shall require a savings association
to maintain core capital in an amount not
less than 3 percent of the savings associa-
tion’s total assets.
(B) Tangible capital requirement

The tangible capital requirement pre-
scribed under paragraph (1) shall require a
savings association to maintain tangible
capital in an amount not less than 1.5 per-
cent of the savings association’s total assets.
(C) Risk-based capital requirement

Notwithstanding paragraph (1)(C), the
risk-based capital requirement prescribed
under paragraph (1) may deviate from the
risk-based capital standards applicable to
national banks to reflect interest-rate risk
or other risks, but such deviations shall not,
in the aggregate, result in materially lower
levels of capital being required of savings as-
sociations under the risk-based capital re-
quirement than would be required under the
risk-based capital standards applicable to
national banks.

(3) Transition rule
(A) Certain qualifying supervisory goodwill

included in calculating core capital
Notwithstanding paragraph (9)(A), an eli-

gible savings association may include quali-
fying supervisory goodwill in calculating
core capital. The amount of qualifying su-
pervisory goodwill that may be included
may not exceed the applicable percentage of
total assets set forth in the following table:

For the following The applicable

period: percentage is:
Prior to January 1, 1992 .......................... 1.500 percent
January 1, 1992–December 31, 1992 ........... 1.000 percent
January 1, 1993–December 31, 1993 ........... 0.750 percent
January 1, 1994–December 31, 1994 ........... 0.375 percent
Thereafter ............................................... 0 percent

(B) Eligible savings associations
For purposes of subparagraph (A), a sav-

ings association is an eligible savings asso-
ciation so long as the Director determines
that—

(i) the savings association’s management
is competent;

(ii) the savings association is in substan-
tial compliance with all applicable stat-
utes, regulations, orders, and supervisory
agreements and directives; and

(iii) the savings association’s manage-
ment has not engaged in insider dealing,
speculative practices, or any other activi-
ties that have jeopardized the associa-
tion’s safety and soundness or contributed
to impairing the association’s capital.

(4) Special rules for purchased mortgage serv-
icing rights

(A) In general
Notwithstanding paragraphs (1)(C) and (9),

the standards prescribed under paragraph (1)
may permit a savings association to include
in calculating capital for the purpose of the
leverage limit and risk-based capital re-
quirement prescribed under paragraph (1), on
terms no less stringent than under both the
capital standards applicable to State non-
member banks and (except as to the amount
that may be included in calculating capital)
the capital standards applicable to national
banks, 90 percent of the fair market value of
readily marketable purchased mortgage
servicing rights.
(B) Tangible capital requirement

Notwithstanding paragraphs (1)(C) and
(9)(C), the standards prescribed under para-
graph (1) may permit a savings association
to include in calculating capital for the pur-
pose of the tangible capital requirement pre-
scribed under paragraph (1), on terms no less
stringent than under both the capital stand-
ards applicable to State nonmember banks
and (except as to the amount that may be
included in calculating capital) the capital
standards applicable to national banks, 90
percent of the fair market value of readily
marketable purchased mortgage servicing
rights.
(C) Percentage limitation prescribed by

FDIC
Notwithstanding paragraph (1)(C) and sub-

paragraphs (A) and (B) of this paragraph—
(i) for the purpose of subparagraph (A),

the maximum amount of purchased mort-
gage servicing rights that may be included
in calculating capital under the leverage
limit and the risk-based capital require-
ment prescribed under paragraph (1) may
not exceed the amount that could be in-
cluded if the savings association were an
insured State nonmember bank; and

(ii) for the purpose of subparagraph (B),
the Corporation shall prescribe a maxi-
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mum percentage of the tangible capital re-
quirement that savings associations may
satisfy by including purchased mortgage
servicing rights in calculating such cap-
ital.

(D) Quarterly valuation
The fair market value of purchased mort-

gage servicing rights shall be determined
not less often than quarterly.

(5) Separate capitalization required for certain
subsidiaries

(A) In general
In determining compliance with capital

standards prescribed under paragraph (1), all
of a savings association’s investments in and
extensions of credit to any subsidiary en-
gaged in activities not permissible for a na-
tional bank shall be deducted from the sav-
ings association’s capital.

(B) Exception for agency activities
Subparagraph (A) shall not apply with re-

spect to a subsidiary engaged, solely as
agent for its customers, in activities not
permissible for a national bank unless the
Corporation, in its sole discretion, deter-
mines that, in the interests of safety and
soundness, this subparagraph should cease to
apply to that subsidiary.

(C) Other exceptions
Subparagraph (A) shall not apply with re-

spect to any of the following:

(i) Mortgage banking subsidiaries
A savings association’s investments in

and extensions of credit to a subsidiary en-
gaged solely in mortgage-banking activi-
ties.

(ii) Subsidiary insured depository institu-
tions

A savings association’s investments in
and extensions of credit to a subsidiary—

(I) that is itself an insured depository
institution or a company the sole invest-
ment of which is an insured depository
institution, and

(II) that was acquired by the parent in-
sured depository institution prior to
May 1, 1989.

(iii) Certain Federal savings banks
Any Federal savings association existing

as a Federal savings association on August
9, 1989—

(I) that was chartered prior to October
15, 1982, as a savings bank or a coopera-
tive bank under State law; or

(II) that acquired its principal assets
from an association that was chartered
prior to October 15, 1982, as a savings
bank or a cooperative bank under State
law.

(D) Transition rule
(i) Inclusion in capital

Notwithstanding subparagraph (A), if a
savings association’s subsidiary was, as of
April 12, 1989, engaged in activities not
permissible for a national bank, the sav-

ings association may include in calculat-
ing capital the applicable percentage (set
forth in clause (ii)) of the lesser of—

(I) the savings association’s invest-
ments in and extensions of credit to the
subsidiary on April 12, 1989; or

(II) the savings association’s invest-
ments in and extensions of credit to the
subsidiary on the date as of which the
savings association’s capital is being de-
termined.

(ii) Applicable percentage
For purposes of clause (i), the applicable

percentage is as follows:

For the following The applicable
period: percentage is:

Prior to July 1, 1990 ............................. 100 percent
July 1, 1990–June 30, 1991 ..................... 90 percent
July 1, 1991–October 31, 1992................. 75 percent
November 1, 1992–June 30, 1993............. 60 percent
July 1, 1993–June 30, 1994 ..................... 40 percent
Thereafter ........................................... 0 percent

(iii) Agency discretion to prescribe greater
percentage

Subject to clauses (iv), (v), and (vi), the
Director may prescribe by order, with re-
spect to a particular qualified savings as-
sociation, an applicable percentage greater
than that provided in clause (ii) if the Di-
rector determines, in the Director’s sole
discretion, that the use of the greater per-
centage, under the circumstances—

(I) would not constitute an unsafe or
unsound practice;

(II) would not increase the risk to the
affected deposit insurance fund; and

(III) would not be likely to result in
the association’s being in an unsafe or
unsound condition.

(iv) Substantial compliance with approved
capital plan

In the case of a savings association
which is subject to a plan submitted under
paragraph (7)(D) of this subsection or an
order issued under this subsection, a direc-
tive issued or plan approved under sub-
section (s) of this section, or a capital res-
toration plan approved or order issued
under section 38 or 39 of the Federal De-
posit Insurance Act [12 U.S.C. 1831o,
1831p–1], an order issued under clause (iii)
with respect to the association shall be ef-
fective only so long as the association is in
substantial compliance with such plan, di-
rective, or order.
(v) Limitation on investments taken into

account
In prescribing the amount by which an

applicable percentage under clause (iii)
may exceed the applicable percentage
under clause (ii) with respect to a particu-
lar qualified savings association, the Di-
rector may take into account only the sum
of—

(I) the association’s investments in,
and extensions of credit to, the subsidi-
ary that were made on or before April 12,
1989; and

(II) the association’s investments in,
and extensions of credit to, the subsidi-
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ary that were made after April 12, 1989,
and were necessary to complete projects
initiated before April 12, 1989.

(vi) Limit
The applicable percentage limit allowed

by the Director in an order under clause
(iii) shall not exceed the following limits:

For the following period: The limit is:
Prior to July 1, 1994 .............................. 75 percent
July 1, 1994 through June 30, 1995.......... 60 percent
July 1, 1995 through June 30, 1996.......... 40 percent
After June 30, 1996................................. 0 percent

(vii) Critically undercapitalized institution
In the case of a savings association that

becomes critically undercapitalized (as de-
fined in section 38 of the Federal Deposit
Insurance Act [12 U.S.C. 1831o]) as deter-
mined under this subparagraph without
applying clause (iii), clauses (iii) through
(v) shall be applied by substituting ‘‘Cor-
poration’’ for ‘‘Director’’ each place such
term appears.

(viii) ��Qualified savings association�� de-
fined

For purposes of clause (iii), the term
‘‘qualified savings association’’ means an
eligible savings association (as defined in
paragraph (3)(B)) which is subject to this
paragraph solely because of the real estate
investments or other real estate activities
of the association’s subsidiary, and—

(I) is adequately capitalized (as defined
in section 38 of the Federal Deposit In-
surance Act [12 U.S.C. 1831o]); or

(II) is in compliance with an approved
capital restoration plan meeting the re-
quirements of section 38 of the Federal
Deposit Insurance Act [12 U.S.C. 1831o],
and is not critically undercapitalized (as
defined in such section).

(ix) FDIC�s discretion to prescribe lesser
percentage

The Corporation may prescribe by order,
with respect to a particular savings asso-
ciation, an applicable percentage less than
that provided in clause (ii) or prescribed
under clause (iii) if the Corporation deter-
mines, in its sole discretion, that the use
of a greater percentage would, under the
circumstances, constitute an unsafe or un-
sound practice or be likely to result in the
association’s being in an unsafe or un-
sound condition.

(E) Consolidation of subsidiaries not sepa-
rately capitalized

In determining compliance with capital
standards prescribed under paragraph (1),
the assets and liabilities of each of a savings
association’s subsidiaries (other than any
subsidiary described in subparagraph (C)(ii))
shall be consolidated with the savings asso-
ciation’s assets and liabilities, unless all of
the savings association’s investments in and
extensions of credit to the subsidiary are de-
ducted from the savings association’s capital
pursuant to subparagraph (A).

(6) Consequences of failing to comply with cap-
ital standards

(A) Prior to January 1, 1991
Prior to January 1, 1991, the Director—

(i) may restrict the asset growth of any
savings association not in compliance with
capital standards; and

(ii) shall, beginning 60 days following the
promulgation of final regulations under
this subsection, require any savings asso-
ciation not in compliance with capital
standards to submit a plan under sub-
section (s)(4)(A) of this section that—

(I) addresses the savings association’s
need for increased capital;

(II) describes the manner in which the
savings association will increase its cap-
ital so as to achieve compliance with
capital standards;

(III) specifies the types and levels of
activities in which the savings associa-
tion will engage;

(IV) requires any increase in assets to
be accompanied by an increase in tan-
gible capital not less in percentage
amount than the leverage limit then ap-
plicable;

(V) requires any increase in assets to
be accompanied by an increase in capital
not less in percentage amount than re-
quired under the risk-based capital
standard then applicable; and

(VI) is acceptable to the Director.
(B) On or after January 1, 1991

On or after January 1, 1991, the Director—
(i) shall prohibit any asset growth by

any savings association not in compliance
with capital standards, except as provided
in subparagraph (C); and

(ii) shall require any savings association
not in compliance with capital standards
to comply with a capital directive issued
by the Director (which may include such
restrictions, including restrictions on the
payment of dividends and on compensa-
tion, as the Director determines to be ap-
propriate).

(C) Limited growth exception
The Director may permit any savings asso-

ciation that is subject to subparagraph (B)
to increase its assets in an amount not ex-
ceeding the amount of net interest credited
to the savings association’s deposit liabil-
ities if—

(i) the savings association obtains the
Director’s prior approval;

(ii) any increase in assets is accompanied
by an increase in tangible capital in an
amount not less than 6 percent of the in-
crease in assets (or, in the Director’s dis-
cretion if the leverage limit then applica-
ble is less than 6 percent, in an amount
equal to the increase in assets multiplied
by the percentage amount of the leverage
limit);

(iii) any increase in assets is accom-
panied by an increase in capital not less in
percentage amount than required under
the risk-based capital standard then appli-
cable;
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(iv) any increase in assets is invested in
low-risk assets, such as first mortgage
loans secured by 1- to 4-family residences
and fully secured consumer loans; and

(v) the savings association’s ratio of core
capital to total assets is not less than the
ratio existing on January 1, 1991.

(D) Additional restrictions in case of exces-
sive risks or rates

The Director may restrict the asset
growth of any savings association that the
Director determines is taking excessive
risks or paying excessive rates for deposits.
(E) Failure to comply with plan, regulation,

or order
The Director shall treat as an unsafe and

unsound practice any material failure by a
savings association to comply with any plan,
regulation, or order under this paragraph.
(F) Effect on other regulatory authority

This paragraph does not limit any author-
ity of the Director under other provisions of
law.

(7) Exemption from certain sanctions
(A) Application for exemption

Any savings association not in compliance
with the capital standards prescribed under
paragraph (1) may apply to the Director for
an exemption from any applicable sanction
or penalty for noncompliance which the Di-
rector may impose under this chapter.
(B) Effect of grant of exemption

If the Director approves any savings asso-
ciation’s application under subparagraph
(A), the only sanction or penalty to be im-
posed by the Director under this chapter for
the savings association’s failure to comply
with the capital standards prescribed under
paragraph (1) is the growth limitation con-
tained in paragraph (6)(B) or paragraph
(6)(C), whichever is applicable.
(C) Standards for approval or disapproval

(i) Approval
The Director may approve an application

for an exemption if the Director deter-
mines that—

(I) such exemption would pose no sig-
nificant risk to the affected deposit in-
surance fund;

(II) the savings association’s manage-
ment is competent;

(III) the savings association is in sub-
stantial compliance with all applicable
statutes, regulations, orders, and super-
visory agreements and directives; and

(IV) the savings association’s manage-
ment has not engaged in insider dealing,
speculative practices, or any other ac-
tivities that have jeopardized the asso-
ciation’s safety and soundness or con-
tributed to impairing the association’s
capital.

(ii) Denial or revocation of approval
The Director shall deny any application

submitted under clause (i) and revoke any
prior approval granted with respect to any

such application if the Director deter-
mines that the association’s failure to
meet any capital standards prescribed
under paragraph (1) is accompanied by—

(I) a pattern of consistent losses;
(II) substantial dissipation of assets;
(III) evidence of imprudent manage-

ment or business behavior;
(IV) a material violation of any Fed-

eral law, any law of any State to which
such association is subject, or any appli-
cable regulation; or

(V) any other unsafe or unsound condi-
tion or activity, other than the failure to
meet such capital standards.

(D) Submission of plan required
Any application submitted under subpara-

graph (A) shall be accompanied by a plan
which—

(i) meets the requirements of paragraph
(6)(A)(ii); and

(ii) is acceptable to the Director.

(E) Failure to comply with plan
The Director shall treat as an unsafe and

unsound practice any material failure by
any savings association which has been
granted an exemption under this paragraph
to comply with the provisions of any plan
submitted by such association under sub-
paragraph (D).

(F) Exemption not available with respect to
unsafe or unsound practices

This paragraph does not limit any author-
ity of the Director under any other provision
of law, including section 8 of the Federal De-
posit Insurance Act [12 U.S.C. 1818], to take
any appropriate action with respect to any
unsafe or unsound practice or condition of
any savings association, other than the fail-
ure of such savings association to comply
with the capital standards prescribed under
paragraph (1).

(8) Temporary authority to make exceptions
for eligible savings associations

(A) In general
Notwithstanding paragraph (1)(C), the Di-

rector may, by order, make exceptions to
the capital standards prescribed under para-
graph (1) for eligible savings associations.
No exception under this paragraph shall be
effective after January 1, 1991.

(B) Standards for approval or disapproval
In determining whether to grant an excep-

tion under subparagraph (A), the Director
shall apply the same standards as apply to
determinations under paragraph (7)(C).

(9) Definitions
For purposes of this subsection—

(A) Core capital
Unless the Director prescribes a more

stringent definition, the term ‘‘core capital’’
means core capital as defined by the Comp-
troller of the Currency for national banks,
less any unidentifiable intangible assets,
plus any purchased mortgage servicing
rights excluded from the Comptroller’s defi-
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nition of capital but included in calculating
the core capital of savings associations pur-
suant to paragraph (4).
(B) Qualifying supervisory goodwill

The term ‘‘qualifying supervisory good-
will’’ means supervisory goodwill existing on
April 12, 1989, amortized on a straightline
basis over the shorter of—

(i) 20 years, or
(ii) the remaining period for amortiza-

tion in effect on April 12, 1989.
(C) Tangible capital

The term ‘‘tangible capital’’ means core
capital minus any intangible assets (as in-
tangible assets are defined by the Comptrol-
ler of the Currency for national banks).
(D) Total assets

The term ‘‘total assets’’ means total assets
(as total assets are defined by the Comptrol-
ler of the Currency for national banks) ad-
justed in the same manner as total assets
would be adjusted in determining compli-
ance with the leverage limit applicable to
national banks if the savings association
were a national bank.

(10) Use of Comptroller�s definitions
(A) In general

The standards prescribed under paragraph
(1) shall include all relevant substantive
definitions established by the Comptroller of
the Currency for national banks.
(B) Special rule

If the Comptroller of the Currency has not
made effective regulations defining core cap-
ital or establishing a risk-based capital
standard, the Director shall use the defini-
tion and standard contained in the Comp-
troller’s most recently published final regu-
lations.

(u) Limits on loans to one borrower
(1) In general

Section 5200 of the Revised Statutes [12
U.S.C. 84] shall apply to savings associations
in the same manner and to the same extent as
it applies to national banks.
(2) Special rules

(A) Notwithstanding paragraph (1), a savings
association may make loans to one borrower
under one of the following clauses:

(i) for any purpose, not to exceed $500,000;
or

(ii) to develop domestic residential hous-
ing units, not to exceed the lesser of
$30,000,000 or 30 percent of the savings asso-
ciation’s unimpaired capital and unimpaired
surplus, if—

(I) the purchase price of each single fam-
ily dwelling unit the development of which
is financed under this clause does not ex-
ceed $500,000;

(II) the savings association is and con-
tinues to be in compliance with the fully
phased-in capital standards prescribed
under subsection (t) of this section;

(III) the Director, by order, permits the
savings association to avail itself of the
higher limit provided by this clause;

(IV) loans made under this clause to all
borrowers do not, in aggregate, exceed 150
percent of the savings association’s unim-
paired capital and unimpaired surplus; and

(V) such loans comply with all applicable
loan-to-value requirements.

(B) A savings association’s loans to one bor-
rower to finance the sale of real property ac-
quired in satisfaction of debts previously con-
tracted in good faith shall not exceed 50 per-
cent of the savings association’s unimpaired
capital and unimpaired surplus.

(3) Authority to impose more stringent restric-
tions

The Director may impose more stringent re-
strictions on a savings association’s loans to
one borrower if the Director determines that
such restrictions are necessary to protect the
safety and soundness of the savings associa-
tion.

(v) Reports of condition
(1) In general

Each association shall make reports of con-
ditions to the Director which shall be in a
form prescribed by the Director and shall con-
tain—

(A) information sufficient to allow the
identification of potential interest rate and
credit risk;

(B) a description of any assistance being
received by the association, including the
type and monetary value of such assistance;

(C) the identity of all subsidiaries and af-
filiates of the association;

(D) the identity, value, type, and sector of
investment of all equity investments of the
associations and subsidiaries; and

(E) other information that the Director
may prescribe.

(2) Public disclosure
(A) Reports required under paragraph (1) and

all information contained therein shall be
available to the public upon request, unless
the Director determines—

(i) that a particular item or classification
of information should not be made public in
order to protect the safety or soundness of
the institution concerned or institutions
concerned, the Savings Association Insur-
ance Fund; or

(ii) that public disclosure would not other-
wise be in the public interest.

(B) Any determination made by the Director
under subparagraph (A) not to permit the pub-
lic disclosure of information shall be made in
writing, and if the Director restricts any item
of information for savings institutions gener-
ally, the Director shall disclose the reason in
detail in the Federal Register.

(C) The Director’s determinations under sub-
paragraph (A) shall not be subject to judicial
review.

(3) Access by certain parties
(A) Notwithstanding paragraph (2), the per-

sons described in subparagraph (B) shall not be
denied access to any information contained in
a report of condition, subject to reasonable re-
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5 So in original. Probably should be ‘‘preponderance’’. 6 So in original. Probably should be ‘‘or were’’.

quirements of confidentiality. Those require-
ments shall not prevent such information
from being transmitted to the Comptroller
General of the United States for analysis.

(B) The following persons are described in
this subparagraph for purposes of subpara-
graph (A):

(i) the Chairman and ranking minority
member of the Committee on Banking,
Housing, and Urban Affairs of the Senate
and their designees; and

(ii) the Chairman and ranking minority
member of the Committee on Banking, Fi-
nance and Urban Affairs of the House of Rep-
resentatives and their designees.

(4) First tier penalties
Any savings association which—

(A) maintains procedures reasonably
adapted to avoid any inadvertent and unin-
tentional error and, as a result of such an
error—

(i) fails to submit or publish any report
or information required by the Director
under paragraph (1) or (2), within the pe-
riod of time specified by the Director; or

(ii) submits or publishes any false or
misleading report or information; or

(B) inadvertently transmits or publishes
any report which is minimally late,

shall be subject to a penalty of not more than
$2,000 for each day during which such failure
continues or such false or misleading informa-
tion is not corrected. The savings association
shall have the burden of proving by a pre-
ponderence 5 of the evidence that an error was
inadvertent and unintentional and that a re-
port was inadvertently transmitted or pub-
lished late.
(5) Second tier penalties

Any savings association which—
(A) fails to submit or publish any report or

information required by the Director under
paragraph (1) or (2), within the period of
time specified by the Director; or

(B) submits or publishes any false or mis-
leading report or information,

in a manner not described in paragraph (4)
shall be subject to a penalty of not more than
$20,000 for each day during which such failure
continues or such false or misleading informa-
tion is not corrected.
(6) Third tier penalties

If any savings association knowingly or with
reckless disregard for the accuracy of any in-
formation or report described in paragraph (5)
submits or publishes any false or misleading
report or information, the Director may assess
a penalty of not more than $1,000,000 or 1 per-
cent of total assets, whichever is less, per day
for each day during which such failure con-
tinues or such false or misleading information
is not corrected.
(7) Assessment

Any penalty imposed under paragraph (4),
(5), or (6) shall be assessed and collected by the

Director in the manner provided in subpara-
graphs (E), (F), (G), and (I) of section 8(i)(2) of
the Federal Deposit Insurance Act [12 U.S.C.
1818(i)(2)(E), (F), (G), (I)] (for penalties im-
posed under such section), and any such as-
sessment (including the determination of the
amount of the penalty) shall be subject to the
provisions of such subsection.
(8) Hearing

Any savings association against which any
penalty is assessed under this subsection shall
be afforded a hearing if such savings associa-
tion submits a request for such hearing within
20 days after the issuance of the notice of as-
sessment. Section 8(h) of the Federal Deposit
Insurance Act [12 U.S.C. 1818(h)] shall apply to
any proceeding under this subsection.

(w) Forfeiture of franchise for money laundering
or cash transaction reporting offenses

(1) In general
(A) Conviction of title 18 offense

(I) Duty to notify
If a Federal savings association has been

convicted of any criminal offense under
section 1956 or 1957 of title 18, the Attorney
General shall provide to the Director a
written notification of the conviction and
shall include a certified copy of the order
of conviction from the court rendering the
decision.

(II) Notice of termination; pretermination
hearing

After receiving written notification from
the Attorney General of such a conviction,
the Director shall issue to the savings as-
sociation a notice of the Director’s inten-
tion to terminate all rights, privileges,
and franchises of the savings association
and schedule a pretermination hearing.

(B) Conviction of title 31 offenses
If a Federal savings association is con-

victed of any criminal offense under section
5322 or 5324 of title 31 after receiving written
notification from the Attorney General, the
Director may issue to the savings associa-
tion a notice of the Director’s intention to
terminate all rights, privileges, and fran-
chises of the savings association and sched-
ule a pretermination hearing.

(C) Judicial review
Subsection (d)(1)(B)(vii) of this section

shall apply to any proceeding under this sub-
section.

(2) Factors to be considered
In determining whether a franchise shall be

forfeited under paragraph (1), the Director
shall take into account the following factors:

(A) The extent to which directors or senior
executive officers of the savings association
knew of, were 6 involved in, the commission
of the money laundering offense of which the
association was found guilty.

(B) The extent to which the offense oc-
curred despite the existence of policies and
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procedures within the savings association
which were designed to prevent the occur-
rence of any such offense.

(C) The extent to which the savings asso-
ciation has fully cooperated with law en-
forcement authorities with respect to the in-
vestigation of the money laundering offense
of which the association was found guilty.

(D) The extent to which the savings asso-
ciation has implemented additional internal
controls (since the commission of the offense
of which the savings association was found
guilty) to prevent the occurrence of any
other money laundering offense.

(E) The extent to which the interest of the
local community in having adequate deposit
and credit services available would be
threatened by the forfeiture of the franchise.

(3) Successor liability
This subsection shall not apply to a succes-

sor to the interests of, or a person who ac-
quires, a savings association that violated a
provision of law described in paragraph (1), if
the successor succeeds to the interests of the
violator, or the acquisition is made, in good
faith and not for purposes of evading this sub-
section or regulations prescribed under this
subsection.
(4) ��Senior executive officer�� defined

The term ‘‘senior executive officer’’ has the
same meaning as in regulations prescribed
under section 32(f) of the Federal Deposit In-
surance Act [12 U.S.C. 1831i(f)].

(June 13, 1933, ch. 64, § 5, 48 Stat. 132; Apr. 27,
1934, ch. 168, §§ 5, 6, 48 Stat. 645, 646; May 28, 1935,
ch. 150, § 18, 49 Stat. 297; Aug. 10, 1939, ch. 666,
title IX, § 909, 53 Stat. 1402; Aug. 6, 1947, ch. 503,
61 Stat. 786; July 3, 1948, ch. 825, § 1, 62 Stat. 1239;
Oct. 20, 1951, ch. 521, title III, § 313(d), 65 Stat.
490; July 14, 1952, ch. 723, § 12, 66 Stat. 604; Aug.
2, 1954, ch. 649, title II, § 204(b), title V, § 503, 68
Stat. 622, 634; Aug. 11, 1955, ch. 783, title I, § 110,
69 Stat. 641; Aug. 7, 1956, ch. 1029, title VI, § 604,
70 Stat. 1114; Pub. L. 85–857, § 13(f), Sept. 2, 1958,
72 Stat. 1264; Pub. L. 86–372, title VIII, § 805, Sept.
23, 1959, 73 Stat. 687; Pub. L. 86–507, § 1(11), June
11, 1960, 74 Stat. 200; Pub. L. 87–70, title IX, § 901,
June 30, 1961, 75 Stat. 189; Pub. L. 87–779, § 1, Oct.
9, 1962, 76 Stat. 778; Pub. L. 87–834, § 6(e)(1), Oct.
16, 1962, 76 Stat. 984; Pub. L. 88–560, title IX,
§§ 901(a), 902–905, 907, 908, 910, Sept. 2, 1964, 78
Stat. 804–806; Pub. L. 89–117, title II, § 201(b)(3),
title XI, § 1110(a)–(c), Aug. 10, 1965, 79 Stat. 465,
507; Pub. L. 89–695, title I, § 101(a), Oct. 16, 1966,
80 Stat. 1028; Pub. L. 90–448, title III, § 304(b),
title IV, § 416(c), title VIII, §§ 804(e), 807(m), title
XVII, § 1716, Aug. 1, 1968, 82 Stat. 508, 518, 543, 545,
608; Pub. L. 90–505, § 5, Sept. 21, 1968, 82 Stat. 858;
Pub. L. 90–575, title I, § 118(b), Oct. 16, 1968, 82
Stat. 1026; Pub. L. 91–152, title IV, § 416(b), Dec.
24, 1969, 83 Stat. 401; Pub. L. 91–351, title VII,
§§ 706, 708, 709, July 24, 1970, 84 Stat. 462, 463; Pub.
L. 91–609, title VII, § 727(d), title IX, § 907(b), (c),
Dec. 31, 1970, 84 Stat. 1803, 1811; Pub. L. 92–318,
title I, § 133(c)(3), June 23, 1972, 86 Stat. 270; Pub.
L. 93–100, § 5(b), Aug. 16, 1973, 87 Stat. 343; Pub. L.
93–383, title VII, §§ 702–706, title VIII, §§ 802(i)(2),
805(c)(4), Aug. 22, 1974, 88 Stat. 715, 716, 725, 727;
Pub. L. 93–449, § 4(d), Oct. 18, 1974, 88 Stat. 1367;

Pub. L. 93–495, title I, § 101(e), Oct. 28, 1974, 88
Stat. 1502; Pub. L. 94–60, July 25, 1975, 89 Stat.
301; Pub. L. 94–375, § 22, Aug. 3, 1976, 90 Stat. 1078;
Pub. L. 95–128, title IV, §§ 401–405, Oct. 12, 1977, 91
Stat. 1136, 1137; Pub. L. 95–147, § 2(a), Oct. 28, 1977,
91 Stat. 1227; Pub. L. 95–630, title I, §§ 107(a)(3),
(c)(3), (d)(3), (e)(3), 111(c), title II, § 208(b), title
XII, §§ 1202, 1204, title XVII, § 1701, Nov. 10, 1978,
92 Stat. 3651, 3655, 3659, 3662, 3668, 3675, 3710, 3711,
3714; Pub. L. 96–153, title III, §§ 325, 326, Dec. 21,
1979, 93 Stat. 1121; Pub. L. 96–161, title I, § 102,
Dec. 28, 1979, 93 Stat. 1233; Pub. L. 96–221, title
III, §§ 304, 307, title IV, §§ 401–404, 407(a), 408, Mar.
31, 1980, 94 Stat. 146, 147, 151, 155, 156, 158–160;
Pub. L. 97–320, title I, §§ 112, 114(b), (c), 121,
141(a)(2), (5), title II, § 202(b), title III, §§ 311–313,
321–325, 328–331, 334, 351, title IV, §§ 424(a), (d)(8),
(e), 427(a), Oct. 15, 1982, 96 Stat. 1471, 1475, 1479,
1489, 1492, 1496, 1497, 1499–1504, 1507, 1522–1524;
Pub. L. 97–457, §§ 2, 12, 14(a)(1), (b), Jan. 12, 1983,
96 Stat. 2507, 2508; Pub. L. 98–440, title I, § 105(a),
Oct. 3, 1984, 98 Stat. 1691; Pub. L. 98–620, title IV,
§ 402(9), Nov. 8, 1984, 98 Stat. 3357; Pub. L. 99–514,
§ 2, Oct. 22, 1986, 100 Stat. 2095; Pub. L. 99–570,
title I, § 1359(b), Oct. 27, 1986, 100 Stat. 3207–27;
Pub. L. 100–86, title IV, §§ 406(a), 413(a), title V,
§ 509(a), Aug. 10, 1987, 101 Stat. 614, 621, 635; Pub.
L. 101–73, title III, § 301, Aug. 9, 1989, 103 Stat. 282;
Pub. L. 102–242, title I, §§ 131(d), 133(d), title IV,
§ 441, title V, § 501(c), Dec. 19, 1991, 105 Stat. 2267,
2271, 2381, 2391; Pub. L. 102–310, July 1, 1992, 106
Stat. 276; Pub. L. 102–550, title IX, § 953, title XV,
§ 1502(b), title XVI, §§ 1603(d)(8), 1606(f)(1)–(3), Oct.
28, 1992, 106 Stat. 3893, 4046, 4080, 4088; Pub. L.
103–325, title II, § 206(a), title III, § 322(b), title IV,
§ 411(c)(2)(D), Sept. 23, 1994, 108 Stat. 2199, 2227,
2253; Pub. L. 104–208, div. A, title II, §§ 2216(b),
2303(a)–(d), (f), 2704(d)(12)(A), Sept. 30, 1996, 110
Stat. 3009–413, 3009–424, 3009–490; Pub. L. 105–164,
§ 3(a)(1), Mar. 20, 1998, 112 Stat. 33; Pub. L.
106–102, title VI, § 603, title VII, § 739, Nov. 12,
1999, 113 Stat. 1450, 1480; Pub. L. 106–554, § 1(a)(8)
[§ 1(f)], Dec. 21, 2000, 114 Stat. 2763, 2763A–665;
Pub. L. 106–569, title XII, § 1201(b)(1), Dec. 27,
2000, 114 Stat. 3032.)

REFERENCES IN TEXT

The National Housing Act, referred to in subsec.
(c)(1)(I), (O)(i), (P), is act June 27, 1934, ch. 847, 48 Stat.
1246, as amended, which is classified principally to
chapter 13 (§ 1701 et seq.) of this title. Title X of the Na-
tional Housing Act is title X of act June 27, 1934, ch.
847, as added by act Aug. 10, 1965, Pub. L. 89–117, title
II, § 201(a), 79 Stat. 461, which was classified generally
to subchapter IX–A (§ 1749aa et seq.) of chapter 13 of
this title, and was repealed by Pub. L. 101–235, title I,
§ 133(a), Dec. 15, 1989, 103 Stat. 2027. For complete classi-
fication of this Act to the Code, see section 1701 of this
title and Tables.

The Servicemen’s Readjustment Act of 1944, referred
to in subsec. (c)(1)(I), is act June 22, 1944, ch. 268, 58
Stat. 284, as amended, which was classified generally to
chapter 11C (§§ 693 to 697g) of former Title 38, Pensions,
Bonuses, and Veterans’ Relief, and which was repealed
by section 14(87) of Pub. L. 85–857, Sept. 2, 1958, 72 Stat.
1273, the first section of which enacted Title 38, Veter-
ans’ Benefits. For distribution of sections 693 to 697g of
former Title 38 to Title 38, Veterans’ Benefits, see
Table preceding section 101 of Title 38, Veterans’ Bene-
fits.

The Housing and Urban Development Act of 1968, re-
ferred to in subsec. (c)(1)(N), (O)(ii), is Pub. L. 90–448,
Aug. 1, 1968, 82 Stat. 476, as amended. Title IX of the
Act is classified principally to chapter 49 (§ 3931 et seq.)
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of Title 42, The Public Health and Welfare. Title IV of
the Housing and Urban Development Act, which was
classified to chapter 48 (§ 3901 et seq.) of Title 42, was re-
pealed, with certain exceptions which were omitted
from the Code, by Pub. L. 98–181, title IV, § 474(e), Nov.
30, 1983, 97 Stat. 1239. For complete classification of this
Act to the Code, see Short Title of 1968 Amendment
note set out under section 1701 of this title and Tables.

The National Urban Policy and New Community De-
velopment Act of 1970, referred to in subsec.
(c)(1)(O)(ii), is title VII of Pub. L. 91–609, Dec. 31, 1970,
84 Stat. 1791, as amended. Part B of the Act is classified
generally to part B (§ 4511 et seq.) of chapter 59 of Title
42. For complete classification of this Act to the Code,
see Short Title note set out under section 4501 of Title
42 and Tables.

Section 802 of the Housing and Community Develop-
ment Act of 1974, referred to in subsec. (c)(1)(O)(ii), en-
acted section 1440 of Title 42, and amended sections 371
and 1464 of this title.

The Investment Company Act of 1940, referred to in
subsec. (c)(1)(Q)(i), is title I of act Aug. 22, 1940, ch. 686,
54 Stat. 789, as amended, which is classified generally
to subchapter I (§ 80a–1 et seq.) of chapter 2D of Title 15,
Commerce and Trade. For complete classification of
this Act to the Code, see section 80a–51 of Title 15 and
Tables.

The Housing and Community Development Act of
1974, referred to in subsec. (c)(3)(A), is Pub. L. 93–383,
Aug. 22, 1974, 88 Stat. 633, as amended. Title I of the Act
is classified principally to chapter 69 (§ 5301 et seq.) of
Title 42, The Public Health and Welfare. For complete
classification of this Act to the Code, see Short Title
note set out under section 5301 of Title 42 and Tables.

Section 224 of such Act [22 U.S.C. 2184], referred to in
subsec. (c)(4)(C), means section 224 of the Foreign As-
sistance Act of 1961, which related to housing projects
in Latin American countries and was eliminated in the
general amendment made by section 105 of the Foreign
Assistance Act of 1969 (Pub. L. 91–175). See section 222
of such Act [22 U.S.C. 2182].

Section 301(d) of the Small Business Investment Act
of 1958, referred to in subsec. (c)(4)(D), which was classi-
fied to section 681(d) of Title 15, Commerce and Trade,
was repealed by Pub. L. 104–208, div. D, title II,
§ 208(b)(3)(A), Sept. 30, 1996, 110 Stat. 3009–742.

The Federal Rules of Civil Procedure, referred to in
subsec. (d)(1)(A), are set out in the Appendix to Title 28,
Judiciary and Judicial Procedure.

The Federal Deposit Insurance Act, referred to in
subsec. (d)(2)(E)(ii), (3)(B), is act Sept. 21, 1950, ch. 967,
§ 2, 64 Stat. 873, as amended, which is classified gener-
ally to chapter 16 (§ 1811 et seq.) of this title. For com-
plete classification of this Act to the Code, see Short
Title note set out under section 1811 of this title and
Tables.

The Federal Home Loan Bank Act, referred to in sub-
sec. (f), is act July 22, 1932, ch. 522, 47 Stat. 725, as
amended, which is classified generally to chapter 11
(§ 1421 et seq.) of this title. For complete classification
of this Act to the Code, see section 1421 of this title and
Tables.

AMENDMENTS

2000—Subsec. (c)(1)(M). Pub. L. 106–569 amended head-
ing and text generally. Prior to amendment, text read
as follows: ‘‘Investments which, when made, are of a
type that may be used to satisfy any liquidity require-
ment imposed by the Director pursuant to section 1465
of this title.’’

Subsec. (c)(4)(F). Pub. L. 106–554 added subpar. (F).
1999—Subsec. (f). Pub. L. 106–102, § 603, amended head-

ing and text of subsec. (f) generally. Prior to amend-
ment, text read as follows: ‘‘Each Federal savings asso-
ciation, upon receiving its charter, shall become auto-
matically a member of the Federal home loan bank of
the district in which it is located, or if convenience re-
quires and the Director approves, shall become a mem-
ber of a Federal home loan bank of an adjoining dis-
trict. Such associations shall qualify for such member-

ship in the manner provided in the Federal Home Loan
Bank Act with respect to other members.’’

Subsec. (i)(5). Pub. L. 106–102, § 739, added par. (5).
1998—Subsec. (d)(7), (8). Pub. L. 105–164 added pars. (7)

and (8).
1996—Subsec. (b)(4), (5). Pub. L. 104–208, § 2303(a), re-

designated par. (5) as (4) and struck out heading and
text of former par. (4). Text read as follows: ‘‘Subject to
regulations of the Director, a Federal savings associa-
tion may issue credit cards, extend credit in connection
therewith, and otherwise engage in or participate in
credit card operations.’’

Subsec. (c)(1)(T), (U). Pub. L. 104–208, § 2303(b), added
subpars. (T) and (U).

Subsec. (c)(2)(A). Pub. L. 104–208, § 2303(c), amended
heading and text of subpar. (A) generally. Prior to
amendment, text read as follows: ‘‘Secured or unse-
cured loans for commercial, corporate, business, or ag-
ricultural purposes. The aggregate amount of loans
under this paragraph shall not exceed 10 percent of the
assets of the Federal savings association.’’

Subsec. (c)(3). Pub. L. 104–208, § 2303(d), redesignated
subpars. (B) to (D) as (A) to (C), respectively, and
struck out heading and text of former subpar. (A). Text
read as follows: ‘‘Loans made for the payment of edu-
cational expenses.’’

Subsec. (c)(5)(A). Pub. L. 104–208, § 2704(d)(12)(A)(i),
which directed the amendment of subpar. (A) by strik-
ing ‘‘that is a member of the Bank Insurance Fund’’,
was not executed. See Effective Date of 1996 Amend-
ment note below.

Subsec. (c)(6). Pub. L. 104–208, § 2704(d)(12)(A)(ii),
which directed the amendment of par. (6) by substitut-
ing ‘‘For purposes of this subsection, the following defi-
nitions shall apply:’’ for ‘‘As used in this subsection—
’’, was not executed. See Effective Date of 1996 Amend-
ment note below.

Subsec. (o)(1). Pub. L. 104–208, § 2704(d)(12)(A)(iii),
which directed the amendment of par. (1) by striking
‘‘that is a Bank Insurance Fund member’’, was not exe-
cuted. See Effective Date of 1996 Amendment note
below.

Subsec. (o)(2)(A). Pub. L. 104–208, § 2704(d)(12)(A)(iv),
which directed the amendment of subpar. (A) by sub-
stituting ‘‘insured by the Deposit Insurance Fund’’ for
‘‘a Bank Insurance Fund member until such time as it
changes its status to a Savings Association Insurance
Fund member’’, was not executed. See Effective Date of
1996 Amendment note below.

Subsec. (q)(6). Pub. L. 104–208, § 2216(b), added par. (6).
Subsec. (r)(1). Pub. L. 104–208, § 2303(f)(1), in first sen-

tence, substituted ‘‘subparagraph (C) of that section’’
for ‘‘subparagraph (c) of that section’’ and inserted be-
fore period at end ‘‘, or qualifies as a qualified thrift
lender, as determined under section 1467a(m) of this
title’’ and, in second sentence, inserted before period at
end ‘‘or as a qualified thrift lender, as determined
under section 1467a(m) of this title, as applicable’’.

Subsec. (r)(2)(C). Pub. L. 104–208, § 2303(f)(2), added
subpar. (C) and struck out former subpar. (C) which
read as follows: ‘‘the law of the State where the branch
would be located would permit the branch to be estab-
lished if the branch were a Federal savings association
chartered by the State in which its home office is lo-
cated; or’’.

Subsec. (t)(5)(D)(iii)(II), (7)(C)(i)(I). Pub. L. 104–208,
§ 2704(d)(12)(A)(v), (vi), which directed the substitution
of ‘‘Deposit Insurance Fund’’ for ‘‘affected deposit in-
surance fund’’, was not executed. See Effective Date of
1996 Amendment note below.

Subsec. (v)(2)(A)(i). Pub. L. 104–208,
§ 2704(d)(12)(A)(vii), which directed the amendment of
cl. (i) by substituting ‘‘or the Deposit Insurance Fund’’
for ‘‘, the Savings Association Insurance Fund’’, was
not executed. See Effective Date of 1996 Amendment
note below.

1994—Subsec. (c)(1)(S). Pub. L. 103–325, § 206(a), added
subpar. (S).

Subsec. (c)(4)(E). Pub. L. 103–325, § 322(b), added sub-
par. (E).
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Subsec. (w)(1)(B). Pub. L. 103–325, § 411(c)(2)(D), sub-
stituted ‘‘section 5322 or 5324 of title 31’’ for ‘‘section
5322 of title 31’’.

1992—Subsec. (c)(2)(B)(iii). Pub. L. 102–550, § 1606(f)(1),
amended cl. (iii) generally. Prior to amendment, cl.
(iii) read as follows: ‘‘If the Director permits any in-
creased authority pursuant to clause (ii), the Director
shall closely monitor the Federal savings association’s
condition and lending activities to ensure that the sav-
ings association carries out all authority under this
paragraph in a safe and sound manner and complies
with this subparagraph and all relevant laws and regu-
lations’’.

Subsec. (c)(2)(C). Pub. L. 102–550, § 1606(f)(2), struck
out comma after ‘‘including’’.

Subsec. (c)(2)(D). Pub. L. 102–550, § 1606(f)(3), inserted
before period at end of last sentence ‘‘, except that
amounts in excess of 30 percent of the assets may be in-
vested only in loans which are made by the association
directly to the original obligor and with respect to
which the association does not pay any finder, referral,
or other fee, directly or indirectly, to any third party’’.

Subsec. (d)(2)(A). Pub. L. 102–550, § 1603(d)(8), inserted
period at end.

Subsec. (t)(5)(D)(ii). Pub. L. 102–310 substituted ‘‘Oc-
tober 31, 1992’’ for ‘‘June 30, 1992’’ and ‘‘November 1,
1992’’ for ‘‘July 1, 1992’’.

Subsec. (t)(5)(D)(iii) to (ix). Pub. L. 102–550, § 953,
added cls. (iii) to (viii), redesignated former cl. (iii) as
(ix), and inserted ‘‘or prescribed under clause (iii)’’
after ‘‘clause (ii)’’.

Subsec. (w). Pub. L. 102–550, § 1502(b), added subsec.
(w).

1991—Subsec. (c)(2)(B). Pub. L. 102–242, § 441(b), which
directed amendment of subpar. (B) by inserting before
period at end the following: ‘‘, provided however, that
no amount in excess of 30 percent of the assets may be
invested in loans made directly by the association to
the original obligor, and the association does not pay
finder, referral, or other fees, directly or indirectly, to
a third party.’’, could not be executed because subpar.
(B) did not contain a period at end thereof. The new
language probably was intended to be inserted before
period at end of subpar. (D).

Subsec. (c)(2)(D). Pub. L. 102–242, § 441(a), substituted
‘‘35 percent’’ for ‘‘30 percent’’.

Subsec. (c)(5), (6). Pub. L. 102–242, § 501(c), added par.
(5) and redesignated former par. (5) as (6).

Subsec. (d)(2). Pub. L. 102–242, § 133(d), added subpar.
(A), redesignated subpars. (E) to (I) as (B) to (F), re-
spectively, and struck out former subpars. (A) to (D)
which related to grounds for appointment of conserva-
tor or receiver for Federal savings associations, addi-
tional grounds for appointment of such conservator or
receiver, grounds for appointment of conservator or re-
ceiver for State savings associations, and approval of
State officials, respectively.

Subsec. (t)(7)(A), (B). Pub. L. 102–242, § 131(d), inserted
‘‘under this chapter’’ before period at end of subpar. (A)
and after ‘‘imposed by the Director’’ in subpar. (B).

1989—Pub. L. 101–73 amended section generally, sub-
stituting subsecs. (a) to (f), (h), (i), and (k) to (v) relat-
ing to Federal savings associations for former subsecs.
(a) to (s) relating to thrift institutions, and repealing
subsecs. (g) and (j).

1987—Pub. L. 100–86, § 509(a), repealed Pub. L. 97–320,
§ 141. See 1982 Amendment note below.

Subsec. (d)(6)(E). Pub. L. 100–86, § 413(a), added subpar.
(E).

Subsec. (s). Pub. L. 100–86, § 406(a), added subsec. (s).
1986—Subsec. (d)(8)(B)(i). Pub. L. 99–570, § 1359(b)(2),

inserted reference to par. (16) of this subsection.
Subsec. (d)(16). Pub. L. 99–570, § 1359(b)(1), added par.

(16).
Subsecs. (l), (r)(1). Pub. L. 99–514 substituted ‘‘Inter-

nal Revenue Code of 1986’’ for ‘‘Internal Revenue Code
of 1954’’.

1984—Subsec. (c)(1)(S). Pub. L. 98–440 added subpar.
(S).

Subsec. (d)(6)(A). Pub. L. 98–620 struck out provision
that such proceedings had to be given precedence over

other cases pending in such courts, and had to be in
every way expedited.

1983—Subsec. (b)(1)(B). Pub. L. 97–457, § 12, inserted
‘‘may accept a demand account from itself and’’ after
‘‘An association’’.

Subsec. (c)(3)(D). Pub. L. 97–457, § 14(a)(1), added sub-
par. (D).

Subsec. (o)(1). Pub. L. 97–457, § 2, inserted ‘‘examina-
tion,’’ after ‘‘operation,’’.

Subsec. (r)(2)(B). Pub. L. 97–457, § 14(b), substituted
‘‘prior to the enactment of the Garn-St Germain Depos-
itory Institutions Act’’ for ‘‘prior to the enactment of
the Depository Institutions Amendments’’. Because the
phrase had been translated as ‘‘prior to October 15,
1982’’ the amendment resulted in no change in text.

1982—Subsec. (a). Pub. L. 97–320, § 311, substituted pro-
visions that in order to provide thrift institutions for
the deposit or investment of funds and for the exten-
sion of credit for homes and other goods and services,
the Board is authorized, under such rules and regula-
tions as it may prescribe, to provide for the organiza-
tion, incorporation, examination, operation, and regu-
lation of associations to be known as Federal savings
and loan associations, or Federal savings banks, and to
issue charters therefor, giving primary consideration to
the best practices of thrift institutions in the United
States and that the lending and investment authorities
are conferred by this section to provide such institu-
tions the flexibility necessary to maintain their role of
providing credit for housing for provisions which au-
thorized the Board to provide for organization, etc. of
Federal Savings and Loan Associations or Federal Mu-
tual Savings Banks, and detailed the requirements as
to associations which were State mutual savings banks
or other associations which were formerly organized as
savings banks under State law.

Subsec. (b)(1)(A). Pub. L. 97–320, § 312, designated ex-
isting first sentence as subpar. (A), struck out from
parenthetical phrase ‘‘and all of which shall have the
same priority upon liquidation’’ after ‘‘savings ac-
counts’’, authorized the raising of capital in the form of
demand accounts of persons or organizations that have
a business, corporate, commercial, or agricultural rela-
tionship with the association, and substituted ‘‘evi-
dence of accounts’’ for ‘‘evidence of savings accounts’’.

Subsec. (b)(1)(B). Pub. L. 97–320, § 312, designated ex-
isting second sentence as subpar. (B); authorized an as-
sociation to accept demand accounts from a commer-
cial, corporate, business, or agricultural entity for the
sole purpose of effectuating payments thereto by a non-
business customer; barred an association from payment
of interest on a demand account; inserted requirement
that ‘‘All savings accounts and demand accounts shall
have the same priority upon liquidation’’, incorporat-
ing such requirement for savings accounts from exist-
ing first sentence; and substituted ‘‘Holder of ac-
counts’’ for ‘‘Holder of savings accounts’’.

Subsec. (b)(1)(C). Pub. L. 97–320, § 312, designated ex-
isting third sentence as subpar. (C) and substituted ‘‘an
association’s charter’’ for ‘‘the association’s charter’’
and ‘‘fourteen’’ days for ‘‘thirty’’ days in two places.

Subsec. (b)(1)(D). Pub. L. 97–320, § 312, designated ex-
isting fourth sentence as subpar. (D), substituted ‘‘ac-
counts’’ for ‘‘savings accounts’’, and inserted in par-
enthetical phrase ‘‘, where applicable,’’.

Subsec. (b)(1)(E). Pub. L. 97–320, § 312, designated ex-
isting fifth sentence as subpar. (E) and substituted ‘‘Ac-
counts may be subject’’ for ‘‘Savings accounts shall not
be subject’’ and ‘‘transferable or other order or author-
ization to the association, as the Board may by regula-
tion provide’’ for ‘‘transferable order or authorization
to the association, but the Board may by regulation
provide for withdrawal or transfer of savings accounts
upon nontransferable order or authorization’’.

Subsec. (b)(1)(F). Pub. L. 97–320, § 312, designated ex-
isting sixth sentence as subpar. (F) and substituted
‘‘Notwithstanding any limitation of this section, asso-
ciations may establish remote service units’’ for ‘‘This
section does not prohibit the establishment of remote
service units by associations’’ and ‘‘crediting savings or
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demand accounts’’ for ‘‘crediting existing savings ac-
counts’’.

Subsec. (b)(2). Pub. L. 97–320, § 312, substituted
‘‘, including capital stock,’’ for ‘‘(except capital
stock)’’.

Subsec. (b)(5)(B). Pub. L. 97–320, § 202(b)(1), added sub-
par. (B). Provisions of former subpar. (B) were moved to
subpar. (C) and amended.

Subsec. (b)(5)(C). Pub. L. 97–320, § 202(b)(2), added sub-
par. (C) which consisted of the provisions of former sub-
par. (B) but with the addition of a reference to net
worth certificates issued pursuant to section 1729(f) of
this title.

Subsec. (c)(1)(A). Pub. L. 97–320, § 321, substituted
‘‘transaction accounts’’ for ‘‘negotiable order-of-with-
drawal accounts’’.

Subsec. (c)(1)(B). Pub. L. 97–320, § 322, substituted
‘‘Loans on the security of liens upon residential or non-
residential real property, except that the loans and in-
vestments of an association on nonresidential real
property may not exceed 40 per centum of its assets’’
for ‘‘Loans on the security of liens upon residential real
property in an amount which, when added to the
amount unpaid upon prior mortgages, liens or encum-
brances, if any, upon such real estate does not exceed
the appraised value thereof, except that the amount of
any such loan hereafter made shall not exceed 662⁄3 per
centum of the appraised value if such real estate is un-
improved, 75 per centum of the appraised value if such
real estate is improved by offsite improvements such as
street, water, sewers, or other utilities, 75 per centum
of the appraised value if such real estate is in the proc-
ess of being improved by a building or buildings to be
constructed or in the process of construction, or 90 per
centum of the appraised value if such real estate is im-
proved by a building or buildings. Notwithstanding the
above loan-to-value ratios, the Board may permit a
loan-to-value ratio in excess of 90 per centum if such
real estate is improved by a building or buildings and
that portion of the unpaid balance of such loan which
is in excess of an amount equal to 90 per centum of
such value is guaranteed or insured by a public or pri-
vate mortgage insurer or in the case of any loan for the
purpose of providing housing for persons of low income,
as described in regulations of the Board.

Subsec. (c)(1)(G). Pub. L. 97–320, § 323, inserted ‘‘, or in
the savings accounts, certificates, or other accounts of
any institution the accounts of which are insured by
the Federal Savings and Loan Insurance Corporation’’
after ‘‘Federal Deposit Insurance Corporation’’.

Subsec. (c)(1)(H). Pub. L. 97–320, § 324, substituted ‘‘In-
vestments in obligations of, or issued by, any State or
political subdivision thereof (including any agency,
corporation, or instrumentality of a State or political
subdivision), except that an association may not invest
more than 10 per centum of its capital and surplus in
obligations of any one issuer, exclusive of investments
in general obligations of any issuer’’ for ‘‘Investments
in general obligations of any State or any political sub-
division thereof’’.

Subsec. (c)(1)(O). Pub. L. 97–320, § 328, inserted ref-
erence to loans secured by mortgages as to which the
association has the benefit of insurance under title X of
the National Housing Act or of a commitment or agree-
ment for such insurance.

Subsec. (c)(1)(R). Pub. L. 97–320, § 325, added subpar.
(R).

Subsec. (c)(2). Pub. L. 97–320, § 330(1), substituted ‘‘the
following percentages’’ for ‘‘20 per centum’’ in provi-
sions preceding subpar. (A).

Subsec. (c)(2)(A). Pub. L. 97–320, § 330(3), substituted
‘‘Investments in tangible personal property, including,
without limitation, vehicles, manufactured homes, ma-
chinery, equipment, or furniture, for rental or sale, but
such investment may not exceed 10 per centum of the
assets of the association’’ for ‘‘Loans on security of
first liens upon other improved real estate’’.

Subsec. (c)(2)(B). Pub. L. 97–320, § 329, inserted
‘‘, including loans reasonably incident to the provision
of such credit,’’ after ‘‘household purposes’’ and

‘‘, except that loans of an association under this sub-
paragraph may not exceed 30 per centum of the assets
of the association’’ after ‘‘as defined and approved by
the Board’’.

Subsec. (c)(3)(A). Pub. L. 97–320, § 330(4)(B), sub-
stituted ‘‘educational expenses’’ for ‘‘expenses of col-
lege, university, or vocational education’’.

Subsec. (c)(3)(D). Pub. L. 97–320, § 330(4)(A), struck out
subpar. (D). See 1983 Amendment note reenacting sub-
par. (D).

Subsec. (c)(4)(C). Pub. L. 97–320, § 330(5)(A), struck out
subparagraph (i) which permitted loans secured by
mortgages as to which the association had the benefit
of insurance under title X of the National Housing Act
[12 U.S.C. 1749aa et seq.] or of a commitment or agree-
ment for such insurance, struck out designations of
former subparagraphs (ii) and (iii), substituted ‘‘guar-
antee’’ for ‘‘guaranty’’ in first sentence, inserted ‘‘as
hereafter amended or extended’’ after ‘‘section 221 or
222 of such Act [22 U.S.C. 2181 or 2182]’’, and struck out
‘‘Investments under clause (i) of this subparagraph
shall not be included in any percentage of assets or
other percentage referred to in this subsection.’’

Subsec. (c)(4)(D). Pub. L. 97–320, § 330(5)(B), sub-
stituted provisions authorizing investments in small
business investment companies for provisions that au-
thorized investments in State and local government ob-
ligations.

Subsec. (c)(5), (6). Pub. L. 97–320, § 330(2), redesignated
par. (6) as (5).

Subsec. (d)(4)(C). Pub. L. 97–320, § 427(a)(1), added sub-
par. (C). Former subpar. (C) redesignated (D).

Subsec. (d)(4)(D). Pub. L. 97–320, § 427(a)(1)–(3), redesig-
nated former subpar. (C) as (D), and in subpar. (D) as so
redesignated, substituted ‘‘(A), (B), or (C)’’ for ‘‘(A) or
(B)’’ wherever appearing, and ‘‘subparagraph (F)’’ for
‘‘subparagraph (E)’’. Former subpar. (D) redesignated
(E).

Subsec. (d)(4)(E). Pub. L. 97–320, § 427(a)(1), redesig-
nated former subpar. (D) as (E). Former subpar. (E) re-
designated (F).

Subsec. (d)(4)(F). Pub. L. 97–320, § 427(a)(1), (2), (4), re-
designated former subpar. (E) as (F), and in subpar. (F)
as so redesignated, substituted ‘‘(A), (B), or (C)’’ for
‘‘(A) or (B)’’, and ‘‘subparagraph (D)’’ for ‘‘subparagraph
(C)’’.

Subsec. (d)(5)(A). Pub. L. 97–320, § 427(a)(5), sub-
stituted ‘‘(C), or (D)’’ for ‘‘or (C)’’.

Subsec. (d)(6)(B). Pub. L. 97–320, § 114(b)(1), inserted
‘‘or the Federal Deposit Insurance Corporation’’ after
‘‘Federal Savings and Loan Corporation’’.

Subsec. (d)(6)(D). Pub. L. 97–320, § 114(b)(2), inserted
‘‘, except as hereafter provided,’’ after ‘‘shall appoint’’.

Pub. L. 97–320, § 114(b)(3), inserted provision relating
to appointment as receiver and powers of Federal De-
posit Insurance Corporation in the case of a Federal
savings bank chartered pursuant to subsec. (o) of this
section.

Subsec. (d)(8)(A). Pub. L. 97–320, § 351, inserted in last
sentence ‘‘, which prevails,’’ after ‘‘party’’.

Subsec. (d)(8)(B)(i). Pub. L. 97–320, § 424(a), (d)(8), in-
serted proviso giving Board discretionary authority to
compromise, etc., any civil money penalty imposed
under this subsection, and substituted ‘‘may be as-
sessed’’ for ‘‘shall be assessed’’.

Subsec. (d)(8)(B)(iv). Pub. L. 97–320, § 424(e), sub-
stituted ‘‘twenty days from the service’’ for ‘‘ten days
from the date’’.

Subsec. (d)(11). Pub. L. 97–320, § 114(c), substituted
‘‘with associations or any’’ for ‘‘with other’’ after
‘‘merger of associations’’.

Subsec. (d)(12)(A). Pub. L. 97–320, § 427(a)(6), sub-
stituted ‘‘(4)(D), (4)(E)’’ for ‘‘(4)(C), (4)(D)’’.

Subsec. (i). Pub. L. 97–320, § 313, amended subsec. (i)
generally, substituting expanded provisions relating to
conversions by banks to Federal charters, for provi-
sions relating to conversion of member of Federal
Home Loan Bank into Federal Savings and Loan Asso-
ciation, conversion of State stock savings and loan
type institution charters into Federal stock charters,
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and conversion of Federal Savings and Loan Associa-
tions into State-chartered institutions.

Subsec. (o). Pub. L. 97–320, § 112, added subsec. (o).
Subsec. (o)(2)(F), (G). Pub. L. 97–320, § 141(a)(2), which

directed the repeal of subpars. (F) and (G) effective Oct.
13, 1986, was repealed by Pub. L. 100–86, § 509(a). See Ef-
fective and Termination Dates of 1982 Amendment note
and Extension of Emergency Acquisition and Net
Worth Guarantee Provisions of Pub. L. 97–320 note set
out below.

Subsec. (p). Pub. L. 97–320, § 141(a)(5), which directed
the repeal of subsec. (p) effective Oct. 13, 1986, was re-
pealed by Pub. L. 100–86, § 509(a). See Effective and Ter-
mination Dates of 1982 Amendment note and Extension
of Emergency Acquisition and Net Worth Guarantee
Provisions of Pub. L. 97–320 note set out below.

Pub. L. 97–320, § 121, added subsec. (p).
Subsecs. (q), (r). Pub. L. 97–320, §§ 331, 334, added sub-

secs. (q) and (r).
1980—Subsec. (a). Pub. L. 96–221, § 408, redesignated

existing provisions as par. (1), denominated cls. (1) and
(2) as (A) and (B), respectively, wherever appearing, and
added pars. (2) and (3).

Subsec. (b)(1). Pub. L. 96–221, §§ 304, 307, inserted pro-
vision identical to provision added by Pub. L. 96–161 re-
lating to establishment of remote service units, and re-
pealed the amendment made by Pub. L. 96–161. See Re-
peals and Effective Date of 1980 Amendment notes
below.

Subsec. (b)(4). Pub. L. 96–221, § 402, added par. (4).
Subsec. (b)(5). Pub. L. 96–221, § 407(a), added par. (5).
Subsec. (c). Pub. L. 96–221, § 401, generally revised in-

vestment authority of an association, with emphasis on
provisions respecting loans or investments without per-
centage of assets limitations, loans or investments lim-
ited to 20 per centum of assets, and loans or invest-
ments limited to 5 per centum of assets.

Subsec. (i). Pub. L. 96–221, § 404, inserted provisions
relating to conversion of State stock savings and loan
type charter into Federal stock charter.

Subsec. (n). Pub. L. 96–221, § 403, added subsec. (n).
1979—Subsec. (b)(1). Pub. L. 96–161 provided that this

section does not prohibit the establishment of remote
service units by associations for the purpose of credit-
ing existing savings accounts, debiting such accounts,
crediting payments on loans, and the disposition of re-
lated financial transactions as provided in regulations
prescribed by the Board.

Subsec. (c)(1)(B). Pub. L. 96–153, § 326, substituted
‘‘$75,000’’ for ‘‘$60,000’’.

Subsec. (c)(4)(E). Pub. L. 96–153, § 325, added subpar.
(E).

1978—Subsec. (a). Pub. L. 95–630, § 1202, inserted provi-
sions relating to the authority of the Federal Home
Loan Bank Board to allow a State-chartered mutual
savings bank to convert to a Federal charter and be
known as a Federal mutual savings bank.

Subsec. (b)(3). Pub. L. 95–630, § 1701(b), redesignated as
subpar. (3), provisions which were formerly contained
in undesignated par. 23 of subsec. (c).

Subsec. (c). Pub. L. 95–630, § 1701, simplified the in-
vestment authority for Federal savings and loan asso-
ciations and provided such associations with more au-
thority to invest in urban areas and transferred provi-
sions of formerly undesignated paragraphs 15, 17, and 23
of this section to subsecs. (m), (l), and (b)(3) of this sec-
tion, respectively.

Subsec. (d)(2). Pub. L. 95–630, § 107(a)(3), in subpar. (A)
extended coverage of provisions to include directors, of-
ficers, employees, agents, or other persons participat-
ing in the conduct of the affairs of any association and
added subpar. (C).

Subsec. (d)(3). Pub. L. 95–630, § 107(c)(3), in subpars.
(A) and (B) inserted references to any director, officer,
employee, agent, or other person participating in the
conduct of the affairs of the association and in subpar.
(A) inserted ‘‘prior to the completion of the proceed-
ings conducted pursuant to paragraph (2)(A) of this sub-
subsection’’ after ‘‘savings account holders’’ and ‘‘and
to take affirmative action to prevent such insolvency,

dissipation, condition or prejudice pending completion
of such proceedings’’ after ‘‘violation or practice’’.

Subsec. (d)(4)(A). Pub. L. 95–630, § 107(d)(3), inserted
‘‘or that the director or officer has received financial
gain by reason of such violation or practice or breach
of fiduciary duty’’ before ‘‘, and that such violation’’,
‘‘, or a willful or continuing disregard for the safety or
soundness of the association’’ after ‘‘the part of such
director or officer’’, and ‘‘or to prohibit his further par-
ticipation in any manner in the conduct of the affairs
of the association’’ after ‘‘remove him from office’’.

Subsec. (d)(4)(B). Pub. L. 95–630, § 107(d)(3), inserted
references to a willful or continuing disregard for its
safety and soundness in two places.

Subsec. (d)(5). Pub. L. 95–630, § 111(c)(1), among other
changes, in subpar. (A) substituted ‘‘crime’’ for ‘‘fel-
ony’’ in two places and ‘‘subparagraph (A), (B), or (C)’’
for ‘‘subparagraph (A) or (B)’’, inserted ‘‘which is pun-
ishable by imprisonment for a term exceeding one year
under State or Federal law’’ after ‘‘or breach of trust’’
and ‘‘, if continued service or participation by the indi-
vidual may pose a threat to the interests of the asso-
ciation’s depositors or may threaten to impair public
confidence in the association’’ after ‘‘the Board may’’
in two places, and inserted provision that any notice of
suspension or order of removal issued under this sub-
paragraph remain effective and outstanding until the
completion of any hearing or appeal authorized under
subparagraph (C) hereof unless terminated by the
Board, and added subpar. (C).

Subsec. (d)(7)(A). Pub. L. 95–630, § 111(c)(2), inserted
‘‘(other than the hearing provided for in paragraph
(5)(C) of this subsection’’ after ‘‘provided for in this
subsection (d)’’.

Subsec. (d)(8). Pub. L. 95–630, § 107(e)(3), designated ex-
isting provisions as subpar. (A) and added subpar. (B).

Subsec. (d)(12)(A). Pub. L. 95–630, § 111(c)(3), sub-
stituted ‘‘(5)(A), or (5)(C)’’ for ‘‘or (5)(A)’’.

Subsec. (d)(13)(A)(1). Pub. L. 95–630, § 111(c)(4), in-
serted ‘‘or (C)’’ after ‘‘paragraph (5)(A)’’.

Subsec. (d)(15). Pub. L. 95–630, § 208(b), added par. (15).
Subsec. (i). Pub. L. 95–630, § 1204, inserted ‘‘(including

a savings bank)’’ after ‘‘member of a Federal Home
Loan Bank’’ in first par.

Subsec. (l). Pub. L. 95–630, § 1701(b), redesignated as
subsec. (l) the provisions which were formerly con-
tained in undesignated par. 17 of subsec. (c).

Subsec. (m). Pub. L. 95–630, § 1701(b), redesignated as
subsec. (m) provisions which were formerly contained
in undesignated par. 15 of subsec. (c).

1977—Subsec. (c), first par. Pub. L. 95–128, §§ 402, 405,
in first proviso, increased limitation on loans for single
family dwellings to $60,000 from $55,000 and inserted
‘‘but of said 20 per centum the amount deemed to be
loaned in transactions which, except for excess in
amount, would be eligible for such association under
provisions of this sentence (other than this exception)
or under the next following sentence shall be only the
outstanding amount of such excess,’’ after ‘‘improved
real estate without regard to the foregoing limita-
tions,’’; and struck out ‘‘, and the Board shall by regu-
lation limit to not more than 20 per centum of the as-
sets of the association the aggregate amount or
amounts of the investments which may be made by an
association under the foregoing provisions of this sen-
tence on the security of property which comprises or
includes more than four dwelling units or does not con-
stitute homes or combinations of homes and business
property’’ before ‘‘; except’’.

Subsec. (c), second and third pars. Pub. L. 95–128, § 404,
increased limitation on loans to $15,000 from $10,000.

Subsec. (c), twenty-first par. Pub. L. 95–128, § 401, in-
creased the rate to 5 from 3 per centum.

Subsec. (c), twenty-second par. Pub. L. 95–128, § 403,
authorized use of real property or interests for farm
purposes.

Subsec. (k). Pub. L. 95–147 inserted ‘‘shall be a deposi-
tary of public money and’’ after ‘‘Federal Home Loan
Bank’’ and ‘‘, including services in connection with the
collection of taxes and other obligations owed the
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United States, and the Secretary of the Treasury is
hereby authorized to deposit public money in any such
Federal savings and loan association or member of a
Federal home loan bank, and shall prescribe such regu-
lations as may be necessary to carry out the purposes
of this subsection’’ after ‘‘instrumentality of the
United States’’.

1976—Subsec. (c). Pub. L. 94–375 inserted, in cl. (2) of
twelfth par., ‘‘and in the share capital and capital re-
serve of the Inter-American Savings and Loan Bank’’
after ‘‘made pursuant to either of such sections’’.

1975—Subsec. (c). Pub. L. 94–60 in seventeenth par.
struck out ‘‘or section 408(a)’’ after ‘‘under section
401(d)’’, and inserted ‘‘and to act as trustee or custodian
of an individual retirement account within the mean-
ing of section 408 of such Code’’ after ‘‘Code of 1954’’,
and ‘‘or account’’ after ‘‘funds of such trust’’.

1974—Subsec. (b)(2). Pub. L. 93–495 inserted ‘‘may be
surety as defined by the Board’’ after ‘‘security,’’.

Subsec. (c). Pub. L. 93–383, §§ 703, 805(c)(4), in first par.
increased limitation from $45,000 for each single-family
dwelling to $55,000, except that with respect to Alaska,
Guam, and Hawaii the limitation may be increased by
not more than 50 per centum by regulation of the
Board, and inserted reference to mortgages, obliga-
tions, or other securities sold by the Federal Home
Loan Mortgage Corporation pursuant to section 305 or
306 of the Federal Home Loan Mortgage Corporation
Act.

Pub. L. 93–383, § 705, in second and third pars. sub-
stituted ‘‘$10,000’’ for ‘‘$5,000’’.

Pub. L. 93–383, § 802(i)(2), in twelfth par. inserted ref-
erence to section 802 of the Housing and Community
Development Act of 1974.

Pub. L. 93–449 in seventeenth par. inserted reference
to section 408(a) of title 26. As enacted section 4(d) of
Pub. L. 93–449 amended nineteenth par.; however the
amendment was executed to seventeenth par. edi-
torially since this would appear to be the probable in-
tent of Congress.

Pub. L. 93–383, § 702, added par. authorizing associa-
tions to invest an amount not exceeding the greater of
(A) the sum of its surplus, undivided profits, and re-
serves or (B) 3 per centum of its assets, in loans or in
interests therein.

Pub. L. 93–383, § 704, added par. authorizing associa-
tions to invest in loans and advances of credit and in-
terests therein upon the security of or respecting real
property or interests therein.

Pub. L. 93–383, § 706, added par. authorizing associa-
tion to borrow funds from a State mortgage finance
agency of the State in which the head office of such as-
sociation is situated.

1973—Subsec. (c). Pub. L. 93–100 added par. authoriz-
ing associations with general reserves, surplus, and un-
divided profits aggregating in excess of 5% of their
withdrawable accounts to invest in, to lend to, or to
commit themselves to lend to State housing corpora-
tions incorporated in the state in which the head office
of the association is located with certain limitations.

1972—Subsec. (c). Pub. L. 92–318 authorized in second
proviso investments in obligations or other instru-
ments or securities of the Student Loan Marketing As-
sociation.

1970—Subsec. (c), first par. Pub. L. 91–609, § 907(c), in-
creased aggregate amount of authorized investments
from 15 to 20 per centum of assets of the association.

Pub. L. 91–351, §§ 706, 709, in first par., inserted ‘‘or
within the State in which such home office is located’’
after ‘‘their home office’’, and substituted ‘‘$45,000’’ for
‘‘$40,000’’ in first proviso, and ‘‘section’’ for ‘‘proviso’’
in second proviso.

Pub. L. 91–351, § 708, added par. authorizing any asso-
ciation to act as trustee of any trust created or orga-
nized in the United States and forming part of a stock
bonus, pension, or profit-sharing plan qualifying for
specific tax treatment under section 401(d) of title 26.

Pub. L. 91–609, §§ 727(d), 907(b), in twelfth par., author-
ized associations to invest in loans or obligations guar-
anteed under part B of the Urban Growth and New

Community Development Act of 1970, and extended au-
thority to make certain investments to acquisition,
holding, and disposition of loans, or interests therein,
having benefit of any guaranty under section 2181 or
2182 of title 22 or such sections as hereafter amended or
extended, or of any commitment or agreement for any
such guaranty, respectively.

1969—Subsec. (c). Pub. L. 91–152 inserted provision au-
thorizing any association to invest in stock issued by
a corporation created pursuant to title IX of the Hous-
ing and Urban Development Act of 1968, and to invest
in any partnership, etc., formed pursuant to section
907(a) or 907(c) of the Housing and Urban Development
Act of 1968.

1968—Subsec. (b). Pub. L. 90–448, § 1716(a), struck out
provisions which permitted associations to raise their
capital only in the form of payments on shares and
which prohibited acceptance of deposits or issuance of
certificates of indebtedness except for borrowed money,
and inserted provisions permitting an association to
raise capital in the form of savings deposits, shares, or
other accounts and to issue passbooks, time certifi-
cates of deposit, or other evidence of savings accounts,
requiring holders of savings accounts and obligors to be
members of the association, providing for notice for
payment of any savings account, and for payment of
withdrawals, prohibiting negotiable or transferable or-
ders or authorization for checks or withdrawals or
transfers, and empowering the associations to borrow,
give security, and issue such notes, bonds, debentures,
or other obligations or other securities (except capital
stock) as the Board may authorize.

Subsec. (c). Pub. L. 90–505 allowed an association to
invest in any investment which, at the time of the
making of the investment, was an asset eligible for in-
clusion toward satisfaction of any liquidity require-
ment imposed on the association by section 1425a of
this title but only to the extent that the investment
was permitted to be so included under regulations is-
sued by the Board or otherwise authorized.

Pub. L. 90–575 amended third par. (as designated prior
to amendment by Pub. L. 90–448) to add vocational edu-
cation expenses to the list of expenses for the payment
of which associations are authorized to invest in loan,
obligations and advances of credit.

Pub. L. 90–448, § 304(b), inserted paragraph permitting
an association to invest in loans or obligations, or in-
terests therein, as to which the association has the
benefit of insurance under section 1715z–5 of this title,
or of a commitment or agreement therefor.

Pub. L. 90–448, § 416(c), inserted sentence permitting
an association to invest in loans or obligations, or in-
terests therein, as to which the association has the
benefit of any guaranty under title IV of the Housing
and Urban Development Act of 1968, as now or hereafter
in effect, or of a commitment or agreement therefor.

Pub. L. 90–448, § 804(e), inserted paragraph authorizing
any such association to issue and sell securities which
are guaranteed pursuant to section 1721(g) of this title.

Pub. L. 90–448, § 807(m), amended first par. to author-
ize investments in obligations, participations, or other
instruments of or issued by, or guaranteed as to prin-
cipal and interest by, the Government National Mort-
gage Association, and in stock of the Federal National
Mortgage Association.

Pub. L. 90–448, § 1716(b), in first par., substituted ‘‘se-
curity of their savings accounts’’ for ‘‘security of their
shares’’, and inserted provisions authorizing invest-
ment in time deposits, certificates, or accounts of any
bank the deposits of which are insured by the Federal
Deposit Insurance Corporation.

Pub. L. 90–448, § 1716(c), inserted provisions in second
par. permitting loans for the construction of new struc-
tures related to residential use of the property.

Pub. L. 90–448, § 1716(d), inserted third par. authoriz-
ing loans, or investment in loans, not exceeding $5,000
for repair, equipping, alteration, or improvement of
real property, or for mobile home financing.

Pub. L. 90–448, § 1716(e), amended par. relating to
loans secured by mortgages insured under Title X of
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the National Housing Act, to permit an association to
acquire and hold investments in housing project loans,
or interests therein, having the benefit of any guaranty
under section 2181 of title 22, to include commitments
or agreements with respect to loans, or interests there-
in, made pursuant to either section 2181 or 2184 of title
22, and to eliminate provisions which stated that in-
vestments in loans secured by mortgages insured under
Title X of the National Housing Act shall not be in-
cluded in any percentage of assets or other percentage
referred to in this subsection, and that investments in
loans guaranteed under section 2184 of title 22 shall not
be more than 1 per centum of the assets of the associa-
tion.

Pub. L. 90–448, § 1716(f), inserted par. permitting an as-
sociation to invest in loans, or interests in loans, to fi-
nancial institutions with respect to which the United
States or any agency or instrumentality thereof has
any function of examination or supervision, or to any
broker or dealer registered with the Securities and Ex-
change Commission, secured by loans, obligations, or
investments in which it has any statutory authority to
invest directly.

1966—Subsec. (d). Pub. L. 89–695 amended provisions
generally, substituting pars. (1) to (14) for former pars.
(1) (consisting of thirteen sentences) and (2) (consisting
of eleven sentences), such pars. (2) to (5), (7) to (10),
(12)(A)(B), (13), and (14) being new provisions.

1965—Subsec. (c). Pub. L. 89–117 added par. which per-
mitted an association to invest in loans (1) secured by
mortgages as to which the association has the benefit
of insurance under title X of the National Housing Act
or of a commitment or agreement for such insurance,
or (2) guaranteed by the President under section 2184 of
title 22, and prohibited investments under cl. (2) to ex-
ceed 1 per centum of the assets of such association, pro-
vided that, for purposes of this subsection, ‘‘other
dwelling units’’ would include living accommodations
for students, employees, or staff members of a college,
or university, or hospital, reduced from 15 to 10 years
the time by which a lease period must extend beyond
the maturity date of the debt in order that a leasehold
interest qualify as ‘‘real property’’ or ‘‘real estate’’
within this section, and added par. which prohibited
any District of Columbia building and loan associations
from establishing a branch or moving its principal of-
fice without the prior written approval of the Federal
Home Loan Bank Board and forbade any other building
and loan associations from establishing a branch office
in the District or moving its principal office in the Dis-
trict without such approval.

1964—Subsec. (c). Pub. L. 88–560, §§ 901(a), 902–905, 907,
908, 910, amended provisions as follows:

Section 901(a) substituted ‘‘one hundred miles’’ for
‘‘fifty miles’’ in first sentence.

Section 902 substituted ‘‘$40,000’’ for ‘‘$35,000’’ in first
proviso of first par. and deleted from end of such first
proviso ‘‘, except that the aggregate sums invested pur-
suant to the two exceptions in this proviso shall not ex-
ceed 30 per centum of the assets of such association’’.

Section 903 substituted provisions which authorized
the association to invest not more than 5 per centum
of its assets in, or in interests in, real property located
within urban renewal areas and obligations secured by
first liens on real property so located but limited the
aggregate of such investments to 2 per centum of the
assets of the association for former provisions which
authorized the association to invest not more than 5
per centum of its assets in certificates of beneficial in-
terest issued by any urban renewal investment trust,
defined an ‘‘urban renewal investment trust’’, and pro-
vided for rules and regulations to be prescribed by the
Federal Home Loan Bank Board for the establishment,
operation, etc. of such urban renewal investment
trusts.

Section 904 added par. which defined ‘‘real property’’
and ‘‘real estate’’.

Section 905 added par. which authorized an associa-
tion to invest its assets in a corporation organized in
the State where the association’s home office is lo-

cated, if the entire capital stock of such corporation is
available for purchase only by savings and loan associa-
tions chartered in that State and Federal associations
having their home offices therein but limited the ag-
gregate of such investments to 1 per centum of its as-
sets.

Section 907 inserted in second proviso of first par.
‘‘, or fully guaranteed as to principal and interest by,’’,
authorized an association to invest in participations or
other instruments of or issued by, or fully guaranteed
as to principal and interest by, the Federal National
Mortgage Association or any other agency of the
United States, and defined term ‘‘State’’.

Section 908 substituted in first sentence of second
par. ‘‘20 per centum’’ and ‘‘$5,000’’ for ‘‘15 per centum’’
and ‘‘$3,500’’, respectively.

Section 910 inserted after second par. the paragraph
which authorized the association to invest in loans, ob-
ligations, and advances of credit made for the payment
of expenses of college or university education but lim-
ited such investments to 5 per centum of the assets of
the association.

1962—Subsec. (c). Pub. L. 87–779, in first par., sub-
stituted provisions authorizing loans on the security of
first liens upon real property within fifty miles of their
home office which constitute first liens upon homes,
combinations of homes and business property, other
dwelling units, or combinations of dwelling units, in-
cluding homes, and business property involving only
minor or incidental business use, for provisions which
permitted loans on the security of first liens upon
homes or combination of homes and business property
within fifty miles of their home office, and provisions
limiting the amount of loan on the security of first
liens to not more than $35,000 for each single-family
dwelling, and not more than such amount per room as
the Board may determine within the limits allowable
in section 1713(c)(3) of this title for any other dwelling
unit, for provisions which limited the amount of the
loan to not more than $35,000 on the security of a first
lien upon a home or combination of home and business
property, inserted provisions requiring the Board to
limit by regulation to not more than 15 per centum of
the assets of the association the aggregate amount or
amounts of the investments which may be made by an
association on the security of property which com-
prises or includes more than four dwelling units or does
not constitute homes or combinations of homes and
business property, changed provisions which permitted
use of additional sums not exceeding 20 per centum of
the assets of the association without regard to area re-
striction for the making or purchase of participating
interests in first liens on one- to four-family homes to
permit use of such sums for the making or purchase of
participating interests in real property of the type de-
scribed in the opening provisions of this subsection,
and substituted ‘‘dollar amount limitation’’ for ‘‘$35,000
limitation’’ in fourth par.

Subsec. (h). Pub. L. 87–834 struck out provisions
which exempted such associations, including their fran-
chises, capital, reserves, and surplus, and their loans
and income, and all shares of such associations both as
to their value and the income therefrom, from all tax-
ation imposed by the United States.

1961—Pub. L. 87–70 inserted provisions in second par.
authorizing investments in home improvement loans
insured under subchapter II of chapter 13 of this title,
and added former fourth, fifth, sixth and seventh par.
(now sixth, seventh, eighth, and ninth) authorizing in-
vestments in non-amortized loans which are made on
the security of first liens upon homes or combinations
of homes and business property, in amortized loans or
participating interests therein which are secured by
first liens upon improved real estate used to provide
housing facilities for the aging, in certificates of bene-
ficial interest issued by any urban renewal investment
trust, and permitting associations to invest in, to lend
to, or to commit themselves to lend to any business de-
velopment credit corporation incorporated in the State
in which the head office of the association is situated.
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1960—Subsec. (d)(1). Pub. L. 86–507 inserted ‘‘or by cer-
tified mail,’’ after ‘‘registered mail,’’.

1959—Subsec. (c). Pub. L. 86–372 permitted the use of
additional sums not exceeding 20 per centum of the as-
sets of an association without regard to the area re-
striction for the making or purchase of participating
interests in first liens on one- to four-family homes,
limited the aggregate sums invested pursuant to the
two exceptions to not more than 30 per centum of the
assets of the association, provided that participating
interests in loans secured by mortgages which have the
benefit of insurance or guaranty (or a commitment
therefor) under the National Housing Act, the Service-
men’s Readjustment Act of 1944, or chapter 37 of title
38, shall not be taken into account in determining the
amount of loans which an association may make within
any of the percentage limitations contained in the first
proviso, and authorized any association whose general
reserves, surplus, and undivided profits aggregate a
sum in excess of 5 per centum of its withdrawable ac-
counts to invest an amount not exceeding at any one
time 5 per centum of such withdrawable accounts in
loans to finance the acquisition and development of
land for primarily residential usage.

1958—Subsec. (c). Pub. L. 85–857 inserted ‘‘, or chapter
37 of Title 38’’ after ‘‘Servicemen’s Readjustment Act of
1944, as amended’’ in two places.

1956—Subsec. (c). Act Aug. 7, 1956, substituted ‘‘20 per
centum’’ for ‘‘15 per centum’’ in first sentence, and
‘‘$3,500’’ for ‘‘$2,500’’ in proviso at end of second par.

1955—Subsec. (c). Act Aug. 11, 1955, removed the limi-
tation of $2,500 from insured or guaranteed loans.

1954—Subsec. (c). Act Aug. 2, 1954, §§ 204(b), 503(1), (3),
amended provisions as follows: section 204(b) inserted
the reference to obligations of the Federal National
Mortgage Association in second proviso of first par.;
section 503(1), (3), substituted ‘‘$35,000’’ for ‘‘$20,000’’ in
two places in first par. and increased from $1,500 to
$2,500 the maximum amount of an unsecured loan in
which a Federal savings and loan association may in-
vest in second par.

Subsec. (d). Act Aug. 2, 1954, § 503(2), amended provi-
sions generally to provide a means by administrative
and court proceedings whereby the Board may enforce
compliance with law and regulations by Federal sav-
ings and loan associations in cases where the Board felt
that the appointment of a conservator or receiver was
not necessary or desirable; and to set out the grounds,
and provide the procedure, for the appointment of con-
servators, receivers, and supervisory representatives.

1952—Subsec. (c). Act July 14, 1952, inserted penulti-
mate sentence to first par.

1951—Subsec. (h). Act Oct. 20, 1951, inserted ‘‘date,
and except, in the case of taxable years beginning after
December 31, 1951, income, war-profits, and excess-prof-
its taxes’’.

1948—Subsec. (i). Act July 3, 1948, permitted any Fed-
eral savings and loan association to convert into a sav-
ings and loan type of organization or a mutual savings
bank pursuant to the law of the State in which the
principal office of the association is located.

1947—Subsec. (c). Act Aug. 6, 1947, liberalized provi-
sions with respect to loans made by Federal savings
and loan associations.

1939—Subsec. (h). Act Aug. 10, 1939, inserted exception
contained within first parenthetical.

1935—Subsec. (c). Act May 28, 1935, inserted last pro-
viso.

1934—Subsecs. (i) to (k). Act Apr. 27, 1934, amended
subsec. (i) and added subsecs. (j) and (k).

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-

resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by section 2704(d)(12)(A) of Pub. L.
104–208 effective Jan. 1, 1999, if no insured depository in-
stitution is a savings association on that date, see sec-
tion 2704(c) of Pub. L. 104–208, set out as a note under
section 1821 of this title.

EFFECTIVE DATE OF 1992 AMENDMENT

Section 1603(d)(8) of Pub. L. 102–550 provided that the
amendment made by that section is effective on the ef-
fective date of the amendment made by section 133(d)(1)
of Pub. L. 102–242. See Effective Date of 1991 Amend-
ment note below.

Amendment by section 1606(f) of Pub. L. 102–550 effec-
tive as if included in the Federal Deposit Insurance
Corporation Improvement Act of 1991, Pub. L. 102–242,
as of Dec. 19, 1991, except that where amendment is to
any provision of law added or amended by Pub. L.
102–242 effective after Dec. 19, 1992, then amendment by
Pub. L. 102–550 effective on effective date of amendment
by Pub. L. 102–242, see section 1609 of Pub. L. 102–550, set
out as a note under section 191 of this title.

EFFECTIVE DATE OF 1991 AMENDMENT

Section 131(f) of Pub. L. 102–242 provided that: ‘‘The
amendments made by this section [enacting section
1831o of this title and amending this section and sec-
tions 1813 and 1818 of this title] shall become effective
1 year after the date of enactment of this Act [Dec. 19,
1991].’’

Amendment by section 133(d) of Pub. L. 102–242 effec-
tive 1 year after Dec. 19, 1991, see section 133(g) of Pub.
L. 102–242, set out as a note under section 191 of this
title.

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by Pub. L. 98–620 not applicable to cases
pending on Nov. 8, 1984, see section 403 of Pub. L. 98–620,
set out as an Effective Date note under section 1657 of
Title 28, Judiciary and Judicial Procedure.

EFFECTIVE DATE OF 1983 AMENDMENT

Section 14(a)(2) of Pub. L. 97–457 provided that: ‘‘The
amendment made by paragraph (1) [amending this sec-
tion] shall be deemed to have taken effect upon the en-
actment of Public Law 97–320 [Oct. 15, 1982].’’

EFFECTIVE AND TERMINATION DATES OF 1982
AMENDMENT

Prior to its repeal by section 509(a) of Pub. L. 100–86,
section 141 of Pub. L. 97–320, as amended by Pub. L.
99–120, § 6(a), Oct. 8, 1985, 99 Stat. 504; Pub. L. 99–278,
§ 1(a), Apr. 24, 1986, 100 Stat. 397; Pub. L. 99–400, § 1(a),
Aug. 27, 1986, 100 Stat. 902; Pub. L. 99–452, § 1(a), Oct. 8,
1986, 100 Stat. 1140, provided that:

‘‘(a) Effective on October 13, 1986—
‘‘(1) section 13(c)(5) of the Federal Deposit Insur-

ance Act [section 1823(c)(5) of this title], as added by
section 111 of this Act, shall be repealed;

‘‘(2) subparagraphs (F) and (G) of section 5(o)(2) of
the Home Owners’ Loan Act of 1933 [section 1464(o)(2)
of this title], as added by section 112 of this Act, shall
be repealed;

‘‘(3) the provision of law amended by section 116 of
this Act [section 1823(f) of this title] shall be amended
to read as it would without such amendment;

‘‘(4) the provisions of law amended by subsections
(a) [section 1843(c)(8) of this title] and (c) [section
1842(d) of this title] of section 118 shall be amended to
read as they would without such amendments;

‘‘(5) the provision of law amended by section 121 of
this Act [section 1464(p) of this title] shall be amend-
ed to read as it would without such amendment;
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‘‘(6) the provisions of law amended by subsections
(d) through (g) of section 122 of this Act [section
1729(c), (d) of this title] shall be amended to read as
they would without such amendments;

‘‘(7) the provisions of law amended by section 123 of
this Act [section 1730a(e)(2), (m) of this title] shall be
amended to read as they would without such amend-
ments; and

‘‘(8) the provisions of law amended by sections 131
[section 1785(h), (i) of this title] and 132 [section
1786(b)(2), (h)–(p) of this title] shall be amended to
read as they would without such amendments.
‘‘(b) The repeal or termination by subsection (a) of

any amendment made by this Act shall have no effect
on any action taken or authorized while such amend-
ment was in effect.’’

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by section 304 of Pub. L. 96–221 effective
at close of Mar. 31, 1980, see section 306 of Pub. L.
96–221, set out as a note under section 371a of this title.

EFFECTIVE AND TERMINATION DATES OF 1979
AMENDMENT

Amendment by Pub. L. 96–161 effective Dec. 31, 1979,
with that amendment to remain in effect until close of
Mar. 31, 1980, see section 104 of Pub. L. 96–161, set out
as a note under section 371a of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by section 107(e)(3) of Pub. L. 95–630, re-
lating to imposition of civil penalties, applicable to
violations occurring or continuing after Nov. 10, 1978,
see section 109 of Pub. L. 95–630, set out as a note under
section 93 of this title.

Amendment by section 1701 of Pub. L. 95–630 effective
Nov. 10, 1978, see section 1703 of Pub. L. 95–630, set out
as a note under section 1451 of this title.

Amendment by Pub. L. 95–630 effective, except as
otherwise provided, on expiration of 120 days after Nov.
10, 1978, see section 2101 of Pub. L. 95–630 set out as an
Effective Date note under section 375b of this title.

EFFECTIVE DATE OF 1974 AMENDMENT

Amendment by Pub. L. 93–495 effective on thirtieth
day beginning after Oct. 28, 1974, see section 101(g) of
Pub. L. 93–495, set out as a note under section 1813 of
this title.

EFFECTIVE DATE OF 1973 AMENDMENT

Amendment by Pub. L. 93–100 effective Aug. 16, 1973,
see section 8 of Pub. L. 93–100, set out as an Effective
Date note under section 1469 of this title.

EFFECTIVE DATE OF 1968 AMENDMENT

For effective date of amendment by title VIII of Pub.
L. 90–448, see section 808 of Pub. L. 90–448, set out as an
Effective Date note under section 1716b of this title.

EFFECTIVE DATE OF 1966 AMENDMENT

Section 101(b) of Pub. L. 89–695 provided that: ‘‘The
amendment made by subsection (a) of this section
[amending this section] shall be effective only with re-
spect to proceedings commenced on or after the date of
enactment of this Act [Oct. 16, 1966]. Section 5(d) of the
Home Owners’ Loan Act of 1933 [this section] as in ef-
fect immediately prior to the date of enactment of this
Act shall continue in effect with respect to any pro-
ceedings commenced prior to such date.’’

EXPIRATION OF 1966 AMENDMENT

Pub. L. 91–609, title IX, § 908, Dec. 31, 1970, 84 Stat.
1811, repealed section 401 of Pub. L. 89–695 which had
provided that: ‘‘The provisions of titles I and II of this
Act [amending this section and sections 1730, 1813, 1817
to 1820 of this title, repealing section 77 of this title,
and enacting provisions set out as notes under this sec-
tion and sections 1730 and 1813 of this title] and any

provisions of law enacted by said titles shall be effec-
tive only during the period ending at the close of June
30, 1972. Effective upon the expiration of such period,
each provision of law amended by either of such titles
is further amended to read as it did immediately prior
to the enactment of this Act [Oct. 16, 1966] and each
provision of law repealed by either of such titles is re-
enacted.’’

EFFECTIVE DATE OF 1962 AMENDMENT

Section 6(g)(4) of Pub. L. 87–834, as amended by Pub.
L. 99–514, § 2, Oct. 22, 1986, 100 Stat. 2095, provided that:

‘‘Subsection (e) of this section [amending this section
and section 4382 of Title 26, Internal Revenue Code]
shall become effective on January 1, 1963, except that—

‘‘(A) in the case of the tax imposed by section 4251
of the Internal Revenue Code of 1986 [formerly I.R.C.
1954, section 4251 of title 26], such subsection shall
apply only with respect to amounts paid pursuant to
bills rendered after December 31, 1962; and

‘‘(B) in the case of the tax imposed by section 4261
of such Code [section 4261 of title 26], such subsection
shall apply only with respect to transportation begin-
ning after December 31, 1962.’’

EFFECTIVE DATE OF 1958 AMENDMENT

Amendment by Pub. L. 85–857 effective Jan. 1, 1959,
see section 2 of Pub. L. 85–857, set out as an Effective
Date note preceding Part 1 of Title 38, Veterans’ Bene-
fits.

EFFECTIVE DATE OF 1951 AMENDMENT

Amendment by act Oct. 20, 1951, applicable only with
respect to taxable years beginning after Dec. 31, 1951,
see section 313(j) of act Oct. 20, 1951.

Section 615 of act Oct. 20, 1951, provided that: ‘‘No
amendment made by this Act [see Tables for classifica-
tion] shall apply in any case where its application
would be contrary to any treaty obligation of the
United States.’’

SHORT TITLE OF 1974 AMENDMENT

Section 701 of title VII of Pub. L. 93–383 provided that:
‘‘This title [amending this section and sections 371,
1757, 1759, 1761b, 1761d, 1763, 1772, 1782, 1786, and 1788 of
this title] may be cited as the ‘Consumer Home Mort-
gage Assistance Act of 1974’.’’

SHORT TITLE OF 1966 AMENDMENT

Section 1 of Pub. L. 89–695 provided: ‘‘That this Act
[amending this section and sections 1724, 1728, 1730,
1730a, 1813, and 1817 to 1821 of this title, repealing sec-
tion 77 of this title, and enacting provisions set out as
notes under this section and sections 1724, 1730, and 1813
of this title] may be cited as the ‘Financial Institutions
Supervisory Act of 1966’.’’

EFFECTIVE DATE OF REGULATIONS PRESCRIBED UNDER
1986 AMENDMENT

Section 1364(e) of Pub. L. 99–570 provided that: ‘‘The
regulations required to be prescribed under the amend-
ments made by section 1359 [amending this section and
sections 1730, 1786, and 1818 of this title] shall take ef-
fect at the end of the 3-month period beginning on the
date of the enactment of this Act [Oct. 27, 1986].’’

TRANSITIONAL RULES REGARDING CERTAIN LOANS

Section 305(a), (b) of Pub. L. 101–73 provided that:
‘‘(a) DIVESTITURE OF CERTAIN LOANS AND INVESTMENTS

NOT REQUIRED.—The limitations on loans and invest-
ments contained in section 5(c) of the Home Owners’
Loan Act [12 U.S.C. 1464(c)], as amended by section 301,
do not require the divestiture of any loan or invest-
ment that was lawful when made under the provisions
of such section as those provisions were in effect at the
time such loan or investment was made.

‘‘(b) LOANS SECURED BY NONRESIDENTIAL REAL PROP-
ERTY.—
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‘‘(1) IN GENERAL.—The Director of the Office of
Thrift Supervision may, by order, permit a Federal
savings association to exceed the limitation set forth
in section 5(c)(2)(B)(i) of the Home Owners’ Loan Act
[12 U.S.C. 1464(c)(2)(B)(i)] during the period beginning
on the date of enactment of this Act [Aug. 9, 1989] and
ending on June 1, 1991, if the Director determines
that—

‘‘(A) there is a reasonable prospect that the sav-
ings association can be in compliance, not later
than June 1, 1991, with the capital standards pre-
scribed under section 5(t) of the Home Owners’
Loan Act; and

‘‘(B) the increased authority—
‘‘(i) is consistent with prudent operating prac-

tices, and
‘‘(ii) is in accordance with a plan submitted by

the savings association for—
‘‘(I) an orderly transition to compliance with

section 5(c)(2)(B)(i), or
‘‘(II) an orderly conversion to a bank charter.

‘‘(2) OTHER EXEMPTIVE AUTHORITY NOT AFFECTED.—
The authority granted by paragraph (1) is in addition
to any authority of the Director under section
5(c)(2)(B)(ii) of the Home Owners’ Loan Act.’’

EXTENSION OF EMERGENCY ACQUISITION AND NET
WORTH GUARANTEE PROVISIONS OF PUB. L. 97–320

Section 509(c) of Pub. L. 100–86 provided that: ‘‘No
amendment made by part D [section 141, formerly set
out as an Effective and Termination Dates of 1982
Amendment note above] of title I or section 206 [set out
as an Effective and Termination Dates of 1982 Amend-
ment note under section 1729 of this title] of the Garn-
St Germain Depository Institutions Act of 1982 [Pub. L.
97–320], as in effect before the date of the enactment of
this Act [Aug. 10, 1987], to any other provision of law
shall be deemed to have taken effect before the date of
the enactment of this Act and any such provision of
law shall be in effect as if no such amendment had been
made before such date of enactment.’’

Pub. L. 99–452, § 1(c), Oct. 8, 1986, 100 Stat. 1140, pro-
vided that: ‘‘No amendment made by section 141(a) or
section 206(a) of the Garn-St Germain Depository Insti-
tutions Act of 1982 [set out as Effective and Termi-
nation Dates of 1982 Amendment notes under sections
1464 and 1729 of this title], as in effect on the day before
the date of the enactment of this Act [Oct. 8, 1986], to
any other provision of law shall be deemed to have
taken effect before such date of enactment and any
such provision of law shall be in effect as if no such
amendment had taken effect before such date of enact-
ment.’’

Pub. L. 99–400, § 1(c), Aug. 27, 1986, 100 Stat. 902, pro-
vided that: ‘‘Sections 141(a) and 206(a) of the Garn-St
Germain Depository Institutions Act of 1982 [set out as
Effective and Termination Dates of 1982 Amendment
notes under sections 1464 and 1729 of this title], as such
sections are in effect on the day after the date of enact-
ment of this Act [Aug. 27, 1986], shall apply as if such
sections had been included in the Garn-St Germain De-
pository Institutions Act of 1982 on the date of the en-
actment of such Act [Oct. 15, 1982], no amendment
made by any such section to any other provision of law
shall be deemed to have taken effect before the date of
the enactment of this Act, and any such provision of
law shall be in effect as if no such amendment had
taken effect before the date of the enactment of this
Act.’’

REPEALS

Amendment of this section by section 102 of Pub. L.
96–161, cited as a credit to this section, was repealed at
the close of Mar. 31, 1980, by section 307 of Pub. L.
96–221, and substantially identical provisions were en-
acted by section 304 of Pub. L. 96–221, such amendments
to take effect at the close of Mar. 31, 1980.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1422b, 1462, 1463,
1467, 1467a, 1813, 1817, 1818, 1821, 1823, 1828, 1831e, 1831o of

this title; title 15 sections 18a, 78m, 78o–5; title 31 sec-
tions 3121, 9110.

§ 1465. Repealed. Pub. L. 106�569, title XII,
§ 1201(a), Dec. 27, 2000, 114 Stat. 3032

Section, acts June 13, 1933, ch. 64, § 6, 48 Stat. 134; Apr.
27, 1934, ch. 168, § 11, 48 Stat. 647; May 28, 1935, ch. 150,
§ 19, 49 Stat. 297; Pub. L. 101–73, title III, § 301, Aug. 9,
1989, 103 Stat. 313, related to liquid asset requirements.

§ 1466. Applicability

The provisions of this chapter shall apply to
the United States and to Puerto Rico, Guam,
and the Virgin Islands.

(June 13, 1933, ch. 64, § 7, 48 Stat. 134; July 14,
1952, ch. 723, § 10(b), 66 Stat. 604; Pub. L. 86–70,
§ 9(b), June 25, 1959, 73 Stat. 142; Pub. L. 86–624,
§ 5(b), July 12, 1960, 74 Stat. 411; Pub. L. 101–73,
title III, § 301, Aug. 9, 1989, 103 Stat. 315.)

AMENDMENTS

1989—Pub. L. 101–73 amended section generally. Prior
to amendment, section read as follows: ‘‘The provisions
of this chapter shall apply to the continental United
States (including Alaska), to the State of Hawaii, and
to Puerto Rico, Guam and the Virgin Islands.’’

1960—Pub. L. 86–624 substituted ‘‘State of Hawaii’’ for
‘‘Territory of Hawaii’’.

1959—Pub. L. 86–70 substituted ‘‘continental United
States (including Alaska), to the Territory of Hawaii’’
for ‘‘continental United States, to the Territories of
Alaska and Hawaii’’.

1952—Act July 14, 1952, inserted ‘‘Guam’’.

§ 1466a. District associations

(a) In general
The Director shall, with respect to all incor-

porated or unincorporated building, building or
loan, building and loan, or homestead associa-
tions, and similar institutions, of or transacting
or doing business in the District of Columbia, or
maintaining any office in the District of Colum-
bia (other than Federal savings associations),
have the same powers and functions as to exam-
ination, operation, and regulation as the Direc-
tor has with respect to Federal savings associa-
tions.

(b) Additional powers
Any such association or institution incor-

porated under the laws of, or organized in, the
District of Columbia shall have in addition to
any existing statutory authority such statutory
authority as is vested in Federal savings asso-
ciations.

(c) Charter amendments
Charters, certificates of incorporation, arti-

cles of incorporation, constitutions, bylaws, or
other organic documents of associations or in-
stitutions referred to in subsection (b) of this
section may, without regard to anything con-
tained therein or otherwise, be amended in such
manner and to such extent and upon such votes
if any as the Director may by regulation or
otherwise provide.

(d) Limitation
Nothing in this section shall cause, or permit

the Director to cause, District of Columbia asso-
ciations to be or become Federal savings asso-
ciations, or require the Director to impose on
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District of Columbia associations the same regu-
lations as are imposed on Federal savings asso-
ciations.

(June 13, 1933, ch. 64, § 8, as added Pub. L. 91–609,
title IX, § 913, Dec. 31, 1970, 84 Stat. 1815; amend-
ed Pub. L. 101–73, title III, § 301, Aug. 9, 1989, 103
Stat. 315.)

PRIOR PROVISIONS

A prior section 8 of act June 13, 1933, ch. 64, 48 Stat.
134, was classified to section 1467 of this title, prior to
repeal by act June 25, 1948, ch. 645, § 21, 62 Stat. 862, eff.
Sept. 1, 1948.

AMENDMENTS

1989—Pub. L. 101–73 amended section generally, sub-
stituting provisions relating to Director and Federal
savings associations for former provisions relating to
Federal Home Loan Bank Board and Federal savings
and loan associations.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 15 section 78c.

§ 1467. Examination fees

(a) Examination of savings associations
The cost of conducting examinations of sav-

ings associations pursuant to section 1464(d) of
this title shall be assessed by the Director
against each such savings association as the Di-
rector deems necessary or appropriate.

(b) Examination of affiliates
The cost of conducting examinations of affili-

ates of savings associations pursuant to this
chapter may be assessed by the Director against
each affiliate that is examined as the Director
deems necessary or appropriate.

(c) Assessment against association in case of af-
filiate�s refusal to pay

(1) In general
Subject to paragraph (2), if any affiliate of

any savings association—
(A) refuses to pay any assessment under

subsection (b) of this section; or
(B) fails to pay any such assessment before

the end of the 60-day period beginning on the
date of the assessment,

the Director may assess such cost against, and
collect such cost from, such savings associa-
tion.

(2) Affiliate of more than 1 savings association
If any affiliate referred to in paragraph (1) is

an affiliate of more than 1 savings association,
the assessment with respect to the affiliate
against, and collected from, any affiliated sav-
ings association in such proportions as the Di-
rector may prescribe.

(d) Civil money penalty for affiliate�s refusal to
cooperate

(1) Penalty imposed
If any affiliate of any savings association—

(A) refuses to permit any examiner ap-
pointed by the Director to make an exam-
ination; or

(B) refuses to provide any information re-
quired to be disclosed in the course of any
examination,

the savings association shall forfeit and pay a
civil penalty of not more than $5,000 for each
day that any such refusal continues.

(2) Assessment and collection
Any penalty imposed under paragraph (1)

shall be assessed and collected by the Direc-
tor, in the manner provided in section 8(i)(2) of
the Federal Deposit Insurance Act [12 U.S.C.
1818(i)(2)].

(e) Regulations
Only the Director may prescribe regulations

with respect to—
(1) the computation of, and the assessment

for, the cost of conducting examinations pur-
suant to this section; and

(2) the collection and use of such assess-
ments and any fees under this section.

Such regulations may establish formulas to de-
termine a fee or schedule of fees to cover the
costs of examinations and also to cover the cost
of processing applications, filings, notices, and
requests for approvals by the Director or the Di-
rector’s designee.

(f) Collection through FDIC or Federal home
loan banks

The Corporation or the Federal home loan
banks shall, upon request of and by agreement
with the Director, collect fees and assessments
on behalf of the Director and be reimbursed for
the actual cost of collection.

(g) Costs of other examinations
(1) Examination of fiduciary activities

In addition to any assessment imposed pur-
suant to subsection (a) of this section, the cost
of conducting examinations of fiduciary ac-
tivities of savings associations which exercise
fiduciary powers (including savings associa-
tions or similar institutions in the District of
Columbia) shall be assessed by the Director
against such savings associations (or similar
institutions).

(2) Examinations in excess of 2 per calendar
year

If any savings association or affiliate of a
savings association is examined by the Direc-
tor, or the Corporation, as the case may be,
more than 2 times in any calendar year, the
cost of conducting such additional examina-
tions shall be assessed, in addition to any as-
sessment imposed pursuant to subsection (a)
of this section, by the Director or the Corpora-
tion, as the case may be, against such savings
association or affiliate.

(h) Additional information
Any savings association and any affiliate of

any savings association shall provide the Direc-
tor with access to any information or report
with respect to any examination made by any
public regulatory authority and furnish any ad-
ditional information with respect thereto as the
Director may require.

(i) Treatment of examination assessments
(1) Deposits

Amounts received by the Director from as-
sessments under this section (other than an
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assessment under subsection (d)(2) of this sec-
tion) or section 1467a(b)(4) of this title may be
deposited in the manner provided in section
5234 of the Revised Statutes [12 U.S.C. 192]
with respect to assessments by the Comptrol-
ler of the Currency.

(2) Assessments are not Government funds
The amounts received by the Director from

any assessment under this section shall not be
construed to be Government or public funds or
appropriated money.

(3) Assessments are not subject to apportion-
ment of funds

Notwithstanding any other provision of law,
the amounts received by the Director from
any assessment under this section shall not be
subject to apportionment for the purpose of
chapter 15 of title 31 or under any other au-
thority.

(j) Processing fee
The Director may, in the Director’s sole dis-

cretion, assess against any person that submits
to the Director an application, filing, notice, or
request a fee to cover the cost of processing such
submission.

(k) Fees for examinations and supervisory activi-
ties

The Director may assess against institutions
for which the Director is the appropriate Fed-
eral banking agency, as defined in section 3 of
the Federal Deposit Insurance Act [12 U.S.C.
1813], fees to fund the direct and indirect ex-
penses of the Office as the Director deems nec-
essary or appropriate. The fees may be imposed
more frequently than annually at the discretion
of the Director.

(l) Working capital
The Director is authorized to impose fees and

assessments pursuant to subsections (a), (b), (e),
and (k) of this section, in excess of actual ex-
penses for any given year, to permit the Direc-
tor to maintain a working capital fund. The Di-
rector shall remit to the payors of such fees and
assessments any funds collected in excess of
what he deems necessary to maintain such
working capital fund.

(m) Use of funds
The Director is authorized to use the com-

bined resources retained through fees and as-
sessments imposed pursuant to this section to
pay all direct and indirect salary and adminis-
trative expenses of the Office, including con-
tracts and purchases of property and services,
and the direct and indirect expenses of the ex-
aminations and supervisory activities of the Of-
fice.

(June 13, 1933, ch. 64, § 9, as added Pub. L. 100–86,
title IV, § 402(a), Aug. 10, 1987, 101 Stat. 605;
amended Pub. L. 101–73, title III, § 301, Aug. 9,
1989, 103 Stat. 316; Pub. L. 102–242, title I, § 114(c),
Dec. 19, 1991, 105 Stat. 2248.)

PRIOR PROVISIONS

A prior section 1467, acts June 13, 1933, ch. 64, § 8, 48
Stat. 134; Apr. 27, 1934, ch. 168, § 12, 48 Stat. 647; May 28,
1935, ch. 150, §§ 20, 21, 49 Stat. 298, related to penalties,
prior to repeal by act June 25, 1948, ch. 645, § 21, 62 Stat.

862, eff. Sept. 1, 1948. See sections 223, 433, 493, 657, 1006,
and 1014 of Title 18, Crimes and Criminal Procedure.

A prior section 9 of act June 13, 1933, was renumbered
section 11 and is classified to section 1468 of this title.

AMENDMENTS

1991—Subsec. (a). Pub. L. 102–242, § 114(c)(1), added
subsec. (a) and struck out former subsec. (a) which read
as follows: ‘‘The cost of conducting examinations of
savings associations pursuant to section 1464(d) of this
title shall be assessed by the Director against each
such savings association in proportion to the assets or
resources of the savings association.’’

Subsec. (b). Pub. L. 102–242, § 114(c)(1), added subsec.
(b) and struck out former subsec. (b) which read as fol-
lows: ‘‘The cost of conducting examinations of affili-
ates of savings associations pursuant to this chapter
may be assessed by the Director against each affiliate
which is examined in proportion to the assets or re-
sources held by the affiliate on the date of any such ex-
amination.’’

Subsec. (k). Pub. L. 102–242, § 114(c)(2), amended sub-
sec. (k) generally. Prior to amendment, subsec. (k) read
as follows: ‘‘The Director may assess against institu-
tions for which the Director is the appropriate Federal
banking agency, within the meaning of section 3 of the
Federal Deposit Insurance Act, fees to fund the direct
and indirect expenses of the Office. Such fees shall be
imposed in proportion of the assets or resources of the
institutions. The fees may be imposed more frequently
than annually at the discretion of the Director. The an-
nual rate of such fees shall be the same for all institu-
tions subject to such fees.’’

1989—Pub. L. 101–73 amended section generally, sub-
stituting subsecs. (a) to (m) relating to examination
fees for former subsecs. (a) to (f) relating to accounting
principles and other standards and requirements.

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by Pub. L. 101–73 relating to civil pen-
alties applicable with respect to violations committed
and activities engaged in after Aug. 9, 1989, except that
the increased maximum civil penalties of $5,000 and
$25,000 per violation or per day may apply to such viola-
tions or activities committed or engaged in before such
date with respect to an institution if such violations or
activities (1) are not already subject to a notice issued
by the appropriate Federal banking agency or the
Board (initiating an administrative proceeding); and (2)
occurred after the completion of the last report of ex-
amination of the institution by the appropriate Federal
banking agency (as defined in section 1813 of this title)
occurring before Aug. 9, 1989, see section 305(c) of Pub.
L. 101–73, set out as a note under section 1461 of this
title.

SUBMISSION OF PROPOSED REGULATIONS TO CONGRESS

Section 402(c) of Pub. L. 100–86 provided that: ‘‘Not
later than the end of the 90-day period beginning on the
date of the enactment of this Act [Aug. 10, 1987]—

‘‘(1) the Federal Home Loan Bank Board shall sub-
mit a copy of the proposed regulations required to be
prescribed under the amendment made by subsection
(a) [enacting this section] to the Congress; and

‘‘(2) the Federal Savings and Loan Insurance Cor-
poration shall submit a copy of the proposed regula-
tions required to be prescribed under the amendment
made by subsection (b) [enacting section 1730h of this
title] to the Congress.’’

EFFECTIVE DATE OF REGULATIONS

Section 402(d) of Pub. L. 100–86 provided that:
‘‘(1) IN GENERAL.—Except as provided in paragraph (2),

any regulation required to be prescribed under the
amendment made by subsections (a) and (b) [enacting
sections 1467 and 1730h of this title] shall be imple-
mented not later than the end of the 150-day period be-
ginning on the date of the enactment of this Act [Aug.
10, 1987].
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‘‘(2) UNIFORM GAAP ACCOUNTING STANDARDS.—
‘‘(A) IN GENERAL.—Except as provided in subpara-

graph (B), the regulations required to be prescribed
pursuant to subsection (b) of the amendments made
by subsections (a) and (b) of this section shall take ef-
fect on December 31, 1987.

‘‘(B) COMPLIANCE AT A LATER DATE.—If any associa-
tion or insured institution demonstrates to the satis-
faction of the Home Loan Bank Board or the Federal
Savings and Loan Insurance Corporation, as the case
may be, that it is not feasible for such association or
institution to achieve compliance with the regula-
tions referred to in subparagraph (A) by the date con-
tained in such subparagraph, the Board or Corpora-
tion may approve a plan submitted by an association
or insured institution which allows such association
or institution to comply with such regulations at a
later date to the extent such later date is the earlier
of—

‘‘(i) the date by which, in the determination of
the Board or Corporation, it is feasible for such as-
sociation or insured institution to achieve compli-
ance with such regulations; or

‘‘(ii) December 31, 1993.’’

SUNSET AND SAVINGS PROVISION

Subsec. (a)(2), (3), (5) ceases to be effective on date
that notice of completion of all net new borrowing by
Financing Corporation is published in Federal Register
[Mar. 30, 1992, 57 F.R. 10763], with such termination not
to be construed to affect or limit any authority of Fed-
eral Home Loan Bank Board or Federal Savings and
Loan Insurance Corporation to prescribe any regula-
tion or engage in any activity with respect to any asso-
ciation or insured institution under any other provi-
sion of law, see section 416 of Pub. L. 100–86, set out as
a note under section 1441 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1817 of this title.

§ 1467a. Regulation of holding companies

(a) Definitions
(1) In general

As used in this section, unless the context
otherwise requires—

(A) Savings association
The term ‘‘savings association’’ includes a

savings bank or cooperative bank which is
deemed by the Director to be a savings asso-
ciation under subsection (l) of this section.

(B) Uninsured institution
The term ‘‘uninsured institution’’ means

any depository institution the deposits of
which are not insured by the Federal Deposit
Insurance Corporation.

(C) Company
The term ‘‘company’’ means any corpora-

tion, partnership, trust, joint-stock com-
pany, or similar organization, but does not
include the Federal Deposit Insurance Cor-
poration, the Resolution Trust Corporation,
any Federal home loan bank, or any com-
pany the majority of the shares of which is
owned by the United States or any State, or
by an instrumentality of the United States
or any State.

(D) Savings and loan holding company
(i) In general

Except as provided in clause (ii), the
term ‘‘savings and loan holding company’’

means any company that directly or indi-
rectly controls a savings association or
that controls any other company that is a
savings and loan holding company.
(ii) Exclusion

The term ‘‘savings and loan holding
company’’ does not include a bank holding
company that is registered under, and sub-
ject to, the Bank Holding Company Act of
1956 [12 U.S.C. 1841 et seq.], or to any com-
pany directly or indirectly controlled by
such company (other than a savings asso-
ciation).

(E) Multiple savings and loan holding com-
pany

The term ‘‘multiple savings and loan hold-
ing company’’ means any savings and loan
holding company which directly or indi-
rectly controls 2 or more savings associa-
tions.
(F) Diversified savings and loan holding com-

pany
The term ‘‘diversified savings and loan

holding company’’ means any savings and
loan holding company whose subsidiary sav-
ings association and related activities as
permitted under paragraph (2) of subsection
(c) of this section represented, on either an
actual or a pro forma basis, less than 50 per-
cent of its consolidated net worth at the
close of its preceding fiscal year and of its
consolidated net earnings for such fiscal
year, as determined in accordance with regu-
lations issued by the Director.
(G) Subsidiary

The term ‘‘subsidiary’’ has the same mean-
ing as in section 3 of the Federal Deposit In-
surance Act [12 U.S.C. 1813].
(H) Affiliate

The term ‘‘affiliate’’ of a savings associa-
tion means any person which controls, is
controlled by, or is under common control
with, such savings association.
(I) Bank holding company

The terms ‘‘bank holding company’’ and
‘‘bank’’ have the meanings given to such
terms in section 2 of the Bank Holding Com-
pany Act of 1956 [12 U.S.C. 1841].
(J) Acquire

The term ‘‘acquire’’ has the meaning given
to such term in section 13(f)(8) of the Federal
Deposit Insurance Act [12 U.S.C. 1823(f)(8)].

(2) Control
For purposes of this section, a person shall

be deemed to have control of—
(A) a savings association if the person di-

rectly or indirectly or acting in concert with
one or more other persons, or through one or
more subsidiaries, owns, controls, or holds
with power to vote, or holds proxies rep-
resenting, more than 25 percent of the voting
shares of such savings association, or con-
trols in any manner the election of a major-
ity of the directors of such association;

(B) any other company if the person di-
rectly or indirectly or acting in concert with
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one or more other persons, or through one or
more subsidiaries, owns, controls, or holds
with power to vote, or holds proxies rep-
resenting, more than 25 percent of the voting
shares or rights of such other company, or
controls in any manner the election or ap-
pointment of a majority of the directors or
trustees of such other company, or is a gen-
eral partner in or has contributed more than
25 percent of the capital of such other com-
pany;

(C) a trust if the person is a trustee there-
of; or

(D) a savings association or any other
company if the Director determines, after
reasonable notice and opportunity for hear-
ing, that such person directly or indirectly
exercises a controlling influence over the
management or policies of such association
or other company.

(3) Exclusions
Notwithstanding any other provision of this

subsection, the term ‘‘savings and loan hold-
ing company’’ does not include—

(A) any company by virtue of its owner-
ship or control of voting shares of a savings
association or a savings and loan holding
company acquired in connection with the
underwriting of securities if such shares are
held only for such period of time (not ex-
ceeding 120 days unless extended by the Di-
rector) as will permit the sale thereof on a
reasonable basis; and

(B) any trust (other than a pension, profit-
sharing, shareholders’, voting, or business
trust) which controls a savings association
or a savings and loan holding company if
such trust by its terms must terminate
within 25 years or not later than 21 years
and 10 months after the death of individuals
living on the effective date of the trust, and
is (i) in existence on June 26, 1967, or (ii) a
testamentary trust created on or after June
26, 1967.

(4) Special rule relating to qualified stock issu-
ance

No savings and loan holding company shall
be deemed to control a savings association
solely by reason of the purchase by such sav-
ings and loan holding company of shares is-
sued by such savings association, or issued by
any savings and loan holding company (other
than a bank holding company) which controls
such savings association, in connection with a
qualified stock issuance if such purchase is ap-
proved by the Director under subsection
(q)(1)(D) of this section, unless the acquiring
savings and loan holding company, directly or
indirectly, or acting in concert with 1 or more
other persons, or through 1 or more subsidi-
aries, owns, controls, or holds with power to
vote, or holds proxies representing, more than
15 percent of the voting shares of such savings
association or holding company.

(b) Registration and examination
(1) In general

Within 90 days after becoming a savings and
loan holding company, each savings and loan
holding company shall register with the Direc-

tor on forms prescribed by the Director, which
shall include such information, under oath or
otherwise, with respect to the financial condi-
tion, ownership, operations, management, and
intercompany relationships of such holding
company and its subsidiaries, and related mat-
ters, as the Director may deem necessary or
appropriate to carry out the purposes of this
section. Upon application, the Director may
extend the time within which a savings and
loan holding company shall register and file
the requisite information.
(2) Reports

Each savings and loan holding company and
each subsidiary thereof, other than a savings
association, shall file with the Director, and
the regional office of the Director of the dis-
trict in which its principal office is located,
such reports as may be required by the Direc-
tor. Such reports shall be made under oath or
otherwise, and shall be in such form and for
such periods, as the Director may prescribe.
Each report shall contain such information
concerning the operations of such savings and
loan holding company and its subsidiaries as
the Director may require.
(3) Books and records

Each savings and loan holding company
shall maintain such books and records as may
be prescribed by the Director.
(4) Examinations

Each savings and loan holding company and
each subsidiary thereof (other than a bank)
shall be subject to such examinations as the
Director may prescribe. The cost of such ex-
aminations shall be assessed against and paid
by such holding company. Examination and
other reports may be furnished by the Director
to the appropriate State supervisory author-
ity. The Director shall, to the extent deemed
feasible, use for the purposes of this sub-
section reports filed with or examinations
made by other Federal agencies or the appro-
priate State supervisory authority.
(5) Agent for service of process

The Director may require any savings and
loan holding company, or persons connected
therewith if it is not a corporation, to execute
and file a prescribed form of irrevocable ap-
pointment of agent for service of process.
(6) Release from registration

The Director may at any time, upon the Di-
rector’s own motion or upon application, re-
lease a registered savings and loan holding
company from any registration theretofore
made by such company, if the Director deter-
mines that such company no longer has con-
trol of any savings association.

(c) Holding company activities
(1) Prohibited activities

Except as otherwise provided in this sub-
section, no savings and loan holding company
and no subsidiary which is not a savings asso-
ciation shall—

(A) engage in any activity or render any
service for or on behalf of a savings associa-
tion subsidiary for the purpose or with the
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1 See References in Text note below.

effect of evading any law or regulation appli-
cable to such savings association;

(B) commence any business activity, other
than the activities described in paragraph
(2); or

(C) continue any business activity, other
than the activities described in paragraph
(2), after the end of the 2-year period begin-
ning on the date on which such company re-
ceived approval under subsection (e) of this
section to become a savings and loan holding
company subject to the limitations con-
tained in this subparagraph.

(2) Exempt activities
The prohibitions of subparagraphs (B) and

(C) of paragraph (1) shall not apply to the fol-
lowing business activities of any savings and
loan holding company or any subsidiary (of
such company) which is not a savings associa-
tion:

(A) Furnishing or performing management
services for a savings association subsidiary
of such company.

(B) Conducting an insurance agency or es-
crow business.

(C) Holding, managing, or liquidating as-
sets owned or acquired from a savings asso-
ciation subsidiary of such company.

(D) Holding or managing properties used
or occupied by a savings association subsidi-
ary of such company.

(E) Acting as trustee under deed of trust.
(F) Any other activity—

(i) which the Board of Governors of the
Federal Reserve System, by regulation,
has determined to be permissible for bank
holding companies under section 4(c) of
the Bank Holding Company Act of 1956 [12
U.S.C. 1843(c)], unless the Director, by reg-
ulation, prohibits or limits any such activ-
ity for savings and loan holding compa-
nies; or

(ii) in which multiple savings and loan
holding companies were authorized (by
regulation) to directly engage on March 5,
1987.

(G) In the case of a savings and loan hold-
ing company, purchasing, holding, or dispos-
ing of stock acquired in connection with a
qualified stock issuance if the purchase of
such stock by such savings and loan holding
company is approved by the Director pursu-
ant to subsection (q)(1)(D) of this section.

(3) Certain limitations on activities not appli-
cable to certain holding companies

Notwithstanding paragraphs (4) and (6) of
this subsection, the limitations contained in
subparagraphs (B) and (C) of paragraph (1)
shall not apply to any savings and loan hold-
ing company (or any subsidiary of such com-
pany) which controls—

(A) only 1 savings association, if the sav-
ings association subsidiary of such company
is a qualified thrift lender (as determined
under subsection (m) of this section); or

(B) more than 1 savings association, if—
(i) all, or all but 1, of the savings associa-

tion subsidiaries of such company were
initially acquired by the company or by an

individual who would be deemed to control
such company if such individual were a
company—

(I) pursuant to an acquisition under
section 13(c) or 13(k) of the Federal De-
posit Insurance Act [12 U.S.C. 1823(c) or
(k)] or section 408(m) 1 of the National
Housing Act [12 U.S.C. 1730a(m)]; or

(II) pursuant to an acquisition in
which assistance was continued to a sav-
ings association under section 13(i) of
the Federal Deposit Insurance Act; and

(ii) all of the savings association subsidi-
aries of such company are qualified thrift
lenders (as determined under subsection
(m) of this section).

(4) Prior approval of certain new activities re-
quired

(A) In general
No savings and loan holding company and

no subsidiary which is not a savings associa-
tion shall commence, either de novo or by an
acquisition (in whole or in part) of a going
concern, any activity described in paragraph
(2)(F)(i) of this subsection without the prior
approval of the Director.
(B) Factors to be considered by Director

In considering any application under sub-
paragraph (A) by any savings and loan hold-
ing company or any subsidiary of any such
company which is not a savings association,
the Director shall consider—

(i) whether the performance of the activ-
ity described in such application by the
company or the subsidiary can reasonably
be expected to produce benefits to the pub-
lic (such as greater convenience, increased
competition, or gains in efficiency) that
outweigh possible adverse effects of such
activity (such as undue concentration of
resources, decreased or unfair competition,
conflicts of interest, or unsound financial
practices);

(ii) the managerial resources of the com-
panies involved; and

(iii) the adequacy of the financial re-
sources, including capital, of the compa-
nies involved.

(C) Director may differentiate between new
and ongoing activities

In prescribing any regulation or consider-
ing any application under this paragraph,
the Director may differentiate between ac-
tivities commenced de novo and activities
commenced by the acquisition, in whole or
in part, of a going concern.
(D) Approval or disapproval by order

The approval or disapproval of any appli-
cation under this paragraph by the Director
shall be made in an order issued by the Di-
rector containing the reasons for such ap-
proval or disapproval.

(5) Grace period to achieve compliance
If any savings association referred to in

paragraph (3) fails to maintain the status of
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2 See References in Text note below.
3 So in original. Act June 13, 1933, which is classified to this

chapter, does not contain titles.

such association as a qualified thrift lender,
the Director may allow, for good cause shown,
any company that controls such association
(or any subsidiary of such company which is
not a savings association) up to 3 years to
comply with the limitations contained in
paragraph (1)(C).

(6) Special provisions relating to certain com-
panies affected by 1987 amendments

(A) Exception to 2-year grace period for
achieving compliance

Notwithstanding paragraph (1)(C), any
company which received approval under sub-
section (e) of this section to acquire control
of a savings association between March 5,
1987, and August 10, 1987, shall not continue
any business activity other than an activity
described in paragraph (2) after August 10,
1987.

(B) Exemption for activities lawfully engaged
in before March 5, 1987

Notwithstanding paragraph (1)(C) and sub-
ject to subparagraphs (C) and (D), any sav-
ings and loan holding company which re-
ceived approval, before March 5, 1987, under
subsection (e) of this section to acquire con-
trol of a savings association may engage, di-
rectly or through any subsidiary (other than
a savings association subsidiary of such
company), in any activity in which such
company or such subsidiary was lawfully en-
gaged on such date.

(C) Termination of subparagraph (B) exemp-
tion

The exemption provided under subpara-
graph (B) for activities engaged in by any
savings and loan holding company or a sub-
sidiary of such company (which is not a sav-
ings association) which would otherwise be
prohibited under paragraph (1)(C) shall ter-
minate with respect to such activities of
such company or subsidiary upon the occur-
rence (after August 10, 1987) of any of the fol-
lowing:

(i) The savings and loan holding com-
pany acquires control of a bank or an addi-
tional savings association (other than a
savings association acquired pursuant to
section 13(c) or 13(k) of the Federal De-
posit Insurance Act [12 U.S.C. 1823(c) or
(k)] or section 406(f) or 408(m) 1 of the Na-
tional Housing Act [12 U.S.C. 1729(f) or
1730a(m)]).

(ii) Any savings association subsidiary of
the savings and loan holding company fails
to qualify as a domestic building and loan
association under section 7701(a)(19) of the
Internal Revenue Code of 1986 [26 U.S.C.
7701(a)(19)].

(iii) The savings and loan holding com-
pany engages in any business activity—

(I) which is not described in paragraph
(2); and

(II) in which it was not engaged on
March 5, 1987.

(iv) Any savings association subsidiary
of the savings and loan holding company
increases the number of locations from

which such savings association conducts
business after March 5, 1987 (other than an
increase which occurs in connection with a
transaction under section 13(c) or (k) of
the Federal Deposit Insurance Act or sec-
tion 408(m) 2 of the National Housing Act.

(v) Any savings association subsidiary of
the savings and loan holding company per-
mits any overdraft (including an intraday
overdraft), or incurs any such overdraft in
its account at a Federal Reserve bank, on
behalf of an affiliate, unless such overdraft
is the result of an inadvertent computer or
accounting error that is beyond the con-
trol of both the savings association sub-
sidiary and the affiliate.

(D) Order by Director to terminate subpara-
graph (B) activity

Any activity described in subparagraph (B)
may also be terminated by the Director,
after opportunity for hearing, if the Director
determines, having due regard for the pur-
poses of this title,3 that such action is nec-
essary to prevent conflicts of interest or un-
sound practices or is in the public interest.

(7) Foreign savings and loan holding company
Notwithstanding any other provision of this

section, any savings and loan holding com-
pany organized under the laws of a foreign
country as of June 1, 1984 (including any sub-
sidiary thereof which is not a savings associa-
tion), which controls a single savings associa-
tion on August 10, 1987, shall not be subject to
this subsection with respect to any activities
of such holding company which are conducted
exclusively in a foreign country.
(8) Exemption for bank holding companies

Except for paragraph (1)(A), this subsection
shall not apply to any company that is treated
as a bank holding company for purposes of sec-
tion 4 of the Bank Holding Company Act of
1956 [12 U.S.C. 1843], or any of its subsidiaries.
(9) Prevention of new affiliations between S&L

holding companies and commercial firms
(A) In general

Notwithstanding paragraph (3), no com-
pany may directly or indirectly, including
through any merger, consolidation, or other
type of business combination, acquire con-
trol of a savings association after May 4,
1999, unless the company is engaged, directly
or indirectly (including through a subsidiary
other than a savings association), only in ac-
tivities that are permitted—

(i) under paragraph (1)(C) or (2) of this
subsection; or

(ii) for financial holding companies
under section 4(k) of the Bank Holding
Company Act of 1956 [12 U.S.C. 1843(k)].

(B) Prevention of new commercial affili-
ations

Notwithstanding paragraph (3), no savings
and loan holding company may engage di-
rectly or indirectly (including through a
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subsidiary other than a savings association)
in any activity other than as described in
clauses (i) and (ii) of subparagraph (A).

(C) Preservation of authority of existing uni-
tary S&L holding companies

Subparagraphs (A) and (B) do not apply
with respect to any company that was a sav-
ings and loan holding company on May 4,
1999, or that becomes a savings and loan
holding company pursuant to an application
pending before the Office on or before that
date, and that—

(i) meets and continues to meet the re-
quirements of paragraph (3); and

(ii) continues to control not fewer than 1
savings association that it controlled on
May 4, 1999, or that it acquired pursuant to
an application pending before the Office on
or before that date, or the successor to
such savings association.

(D) Corporate reorganizations permitted
This paragraph does not prevent a trans-

action that—
(i) involves solely a company under com-

mon control with a savings and loan hold-
ing company from acquiring, directly or
indirectly, control of the savings and loan
holding company or any savings associa-
tion that is already a subsidiary of the
savings and loan holding company; or

(ii) involves solely a merger, consolida-
tion, or other type of business combination
as a result of which a company under com-
mon control with the savings and loan
holding company acquires, directly or in-
directly, control of the savings and loan
holding company or any savings associa-
tion that is already a subsidiary of the
savings and loan holding company.

(E) Authority to prevent evasions
The Director may issue interpretations,

regulations, or orders that the Director de-
termines necessary to administer and carry
out the purpose and prevent evasions of this
paragraph, including a determination that,
notwithstanding the form of a transaction,
the transaction would in substance result in
a company acquiring control of a savings as-
sociation.

(F) Preservation of authority for family
trusts

Subparagraphs (A) and (B) do not apply
with respect to any trust that becomes a
savings and loan holding company with re-
spect to a savings association, if—

(i) not less than 85 percent of the bene-
ficial ownership interests in the trust are
continuously owned, directly or indirectly,
by or for the benefit of members of the
same family, or their spouses, who are lin-
eal descendants of common ancestors who
controlled, directly or indirectly, such sav-
ings association on May 4, 1999, or a subse-
quent date, pursuant to an application
pending before the Office on or before May
4, 1999; and

(ii) at the time at which such trust be-
comes a savings and loan holding com-

pany, such ancestors or lineal descendants,
or spouses of such descendants, have di-
rectly or indirectly controlled the savings
association continuously since May 4, 1999,
or a subsequent date, pursuant to an appli-
cation pending before the Office on or be-
fore May 4, 1999.

(d) Transactions with affiliates
Transactions between any subsidiary savings

association of a savings and loan holding com-
pany and any affiliate (of such savings associa-
tion subsidiary) shall be subject to the limita-
tions and prohibitions specified in section 1468 of
this title.

(e) Acquisitions
(1) In general

It shall be unlawful for—
(A) any savings and loan holding company

directly or indirectly, or through one or
more subsidiaries or through one or more
transactions—

(i) to acquire, except with the prior writ-
ten approval of the Director, the control of
a savings association or a savings and loan
holding company, or to retain the control
of such an association or holding company
acquired or retained in violation of this
section as heretofore or hereafter in effect;

(ii) to acquire, except with the prior
written approval of the Director, by the
process of merger, consolidation, or pur-
chase of assets, another savings associa-
tion or a savings and loan holding com-
pany, or all or substantially all of the as-
sets of any such association or holding
company;

(iii) to acquire, by purchase or other-
wise, or to retain, except with the prior
written approval of the Director, more
than 5 percent of the voting shares of a
savings association not a subsidiary, or of
a savings and loan holding company not a
subsidiary, or in the case of a multiple
savings and loan holding company (other
than a company described in subsection
(c)(8) of this section), to acquire or retain,
and the Director may not authorize acqui-
sition or retention of, more than 5 percent
of the voting shares of any company not a
subsidiary which is engaged in any busi-
ness activity other than the activities
specified in subsection (c)(2) of this sec-
tion. This clause shall not apply to shares
of a savings association or of a savings and
loan holding company—

(I) held as a bona fide fiduciary (wheth-
er with or without the sole discretion to
vote such shares);

(II) held temporarily pursuant to an
underwriting commitment in the normal
course of an underwriting business;

(III) held in an account solely for trad-
ing purposes;

(IV) over which no control is held
other than control of voting rights ac-
quired in the normal course of a proxy
solicitation;

(V) acquired in securing or collecting a
debt previously contracted in good faith,
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during the 2-year period beginning on
the date of such acquisition or for such
additional time (not exceeding 3 years)
as the Director may permit if the Direc-
tor determines that such an extension
will not be detrimental to the public in-
terest;

(VI) acquired under section 408(m) 4 of
the National Housing Act [12 U.S.C.
1730a(m)] or section 13(k) of the Federal
Deposit Insurance Act [12 U.S.C. 1823(k)];

(VII) held by any insurance company,
as defined in section 2(a)(17) of the In-
vestment Company Act of 1940 [15 U.S.C.
80a–2(a)(17)], except as provided in para-
graph (6); or

(VIII) acquired pursuant to a qualified
stock issuance if such purchase is ap-
proved by the Director under subsection
(q)(1)(D) of this section;

except that the aggregate amount of
shares held under this clause (other than
under subclauses (I), (II), (III), (IV), and
(VI)) may not exceed 15 percent of all out-
standing shares or of the voting power of a
savings association or savings and loan
holding company; or

(iv) to acquire the control of an unin-
sured institution, or to retain for more
than one year after February 14, 1968, or
from the date on which such control was
acquired, whichever is later, except that
the Director may upon application by such
company extend such one-year period from
year to year, for an additional period not
exceeding 3 years, if the Director finds
such extension is warranted and is not det-
rimental to the public interest; and

(B) any other company, without the prior
written approval of the Director, directly or
indirectly, or through one or more subsidi-
aries or through one or more transactions,
to acquire the control of one or more savings
associations, except that such approval shall
not be required in connection with the con-
trol of a savings association, (i) acquired by
devise under the terms of a will creating a
trust which is excluded from the definition
of ‘‘savings and loan holding company’’
under subsection (a) of this section, (ii) ac-
quired in connection with a reorganization
in which a person or group of persons, hav-
ing had control of a savings association for
more than 3 years, vests control of that as-
sociation in a newly formed holding com-
pany subject to the control of the same per-
son or group of persons, or (iii) acquired by
a bank holding company that is registered
under, and subject to, the Bank Holding
Company Act of 1956 [12 U.S.C. 1841 et seq.],
or any company controlled by such bank
holding company. The Director shall ap-
prove an acquisition of a savings association
under this subparagraph unless the Director
finds the financial and managerial resources
and future prospects of the company and as-
sociation involved to be such that the acqui-
sition would be detrimental to the associa-

tion or the insurance risk of the Savings As-
sociation Insurance Fund or Bank Insurance
Fund, and shall render a decision within 90
days after submission to the Director of the
complete record on the application.

Consideration of the managerial resources of a
company or savings association under sub-
paragraph (B) shall include consideration of
the competence, experience, and integrity of
the officers, directors, and principal share-
holders of the company or association.
(2) Factors to be considered

The Director shall not approve any acquisi-
tion under subparagraph (A)(i) or (A)(ii), or of
more than one savings association under sub-
paragraph (B) of paragraph (1) of this sub-
section, any acquisition of stock in connection
with a qualified stock issuance, any acquisi-
tion under paragraph (4)(A), or any trans-
action under section 13(k) of the Federal De-
posit Insurance Act [12 U.S.C. 1823(k)], except
in accordance with this paragraph. In every
case, the Director shall take into consider-
ation the financial and managerial resources
and future prospects of the company and asso-
ciation involved, the effect of the acquisition
on the association, the insurance risk to the
Savings Association Insurance Fund or the
Bank Insurance Fund, and the convenience
and needs of the community to be served, and
shall render a decision within 90 days after
submission to the Director of the complete
record on the application. Consideration of the
managerial resources of a company or savings
association shall include consideration of the
competence, experience, and integrity of the
officers, directors, and principal shareholders
of the company or association. Before approv-
ing any such acquisition, except a transaction
under section 13(k) of the Federal Deposit In-
surance Act, the Director shall request from
the Attorney General and consider any report
rendered within 30 days on the competitive
factors involved. The Director shall not ap-
prove any proposed acquisition—

(A) which would result in a monopoly, or
which would be in furtherance of any combi-
nation or conspiracy to monopolize or to at-
tempt to monopolize the savings and loan
business in any part of the United States,

(B) the effect of which in any section of
the country may be substantially to lessen
competition, or tend to create a monopoly,
or which in any other manner would be in
restraint of trade, unless it finds that the
anticompetitive effects of the proposed ac-
quisition are clearly outweighed in the pub-
lic interest by the probable effect of the ac-
quisition in meeting the convenience and
needs of the community to be served,

(C) if the company fails to provide ade-
quate assurances to the Director that the
company will make available to the Director
such information on the operations or ac-
tivities of the company, and any affiliate of
the company, as the Director determines to
be appropriate to determine and enforce
compliance with this chapter, or

(D) in the case of an application involving
a foreign bank, if the foreign bank is not
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subject to comprehensive supervision or reg-
ulation on a consolidated basis by the appro-
priate authorities in the bank’s home coun-
try.

(3) Interstate acquisitions
No acquisition shall be approved by the Di-

rector under this subsection which will result
in the formation by any company, through one
or more subsidiaries or through one or more
transactions, of a multiple savings and loan
holding company controlling savings associa-
tions in more than one State, unless—

(A) such company, or a savings association
subsidiary of such company, is authorized to
acquire control of a savings association sub-
sidiary, or to operate a home or branch of-
fice, in the additional State or States pursu-
ant to section 13(k) of the Federal Deposit
Insurance Act [12 U.S.C. 1823(k)];

(B) such company controls a savings asso-
ciation subsidiary which operated a home or
branch office in the additional State or
States as of March 5, 1987; or

(C) the statutes of the State in which the
savings association to be acquired is located
permit a savings association chartered by
such State to be acquired by a savings asso-
ciation chartered by the State where the ac-
quiring savings association or savings and
loan holding company is located or by a
holding company that controls such a State
chartered savings association, and such stat-
utes specifically authorize such an acquisi-
tion by language to that effect and not
merely by implication.

(4) Acquisitions by certain individuals

(A) In general
Notwithstanding subsection (h)(2) of this

section, any director or officer of a savings
and loan holding company, or any individual
who owns, controls, or holds with power to
vote (or holds proxies representing) more
than 25 percent of the voting shares of such
holding company, may acquire control of
any savings association not a subsidiary of
such savings and loan holding company with
the prior written approval of the Director.

(B) Treatment of certain holding companies
If any individual referred to in subpara-

graph (A) controls more than 1 savings and
loan holding company or more than 1 sav-
ings association, any savings and loan hold-
ing company controlled by such individual
shall be subject to the activities limitations
contained in subsection (c) of this section to
the same extent such limitations apply to
multiple savings and loan holding compa-
nies, unless all or all but 1 of the savings as-
sociations (including any institution deemed
to be a savings association under subsection
(1) 5 of this section) controlled directly or in-
directly by such individual was acquired
pursuant to an acquisition described in sub-
clause (I) or (II) of subsection (c)(3)(B)(i) of
this section.

(5) Acquisitions pursuant to certain security
interests

This subsection and subsection (c)(2) of this
section do not apply to any savings and loan
holding company which acquired the control
of a savings association or of a savings and
loan holding company pursuant to a pledge or
hypothecation to secure a loan, or in connec-
tion with the liquidation of a loan, made in
the ordinary course of business. It shall be un-
lawful for any such company to retain such
control for more than one year after February
14, 1968, or from the date on which such con-
trol was acquired, whichever is later, except
that the Director may upon application by
such company extend such one-year period
from year to year, for an additional period not
exceeding 3 years, if the Director finds such
extension is warranted and would not be det-
rimental to the public interest.
(6) Shares held by insurance affiliates

Shares described in clause (iii)(VII) of para-
graph (1)(A) shall not be excluded for purposes
of clause (iii) of such paragraph if—

(A) all shares held under such clause
(iii)(VII) by all insurance company affiliates
of such savings association or savings and
loan holding company in the aggregate ex-
ceed 5 percent of all outstanding shares or of
the voting power of the savings association
or savings and loan holding company; or

(B) such shares are acquired or retained
with a view to acquiring, exercising, or
transferring control of the savings associa-
tion or savings and loan holding company.

(f) Declaration of dividend
Every subsidiary savings association of a sav-

ings and loan holding company shall give the Di-
rector not less than 30 days’ advance notice of
the proposed declaration by its directors of any
dividend on its guaranty, permanent, or other
nonwithdrawable stock. Such notice period shall
commence to run from the date of receipt of
such notice by the Director. Any such dividend
declared within such period, or without the giv-
ing of such notice to the Director, shall be in-
valid and shall confer no rights or benefits upon
the holder of any such stock.
(g) Administration and enforcement

(1) In general
The Director is authorized to issue such reg-

ulations and orders as the Director deems nec-
essary or appropriate to enable the Director to
administer and carry out the purposes of this
section, and to require compliance therewith
and prevent evasions thereof.
(2) Investigations

The Director may make such investigations
as the Director deems necessary or appro-
priate to determine whether the provisions of
this section, and regulations and orders there-
under, are being and have been complied with
by savings and loan holding companies and
subsidiaries and affiliates thereof. For the pur-
pose of any investigation under this section,
the Director may administer oaths and affir-
mations, issue subpenas, take evidence, and
require the production of any books, papers,
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correspondence, memorandums, or other
records which may be relevant or material to
the inquiry. The attendance of witnesses and
the production of any such records may be re-
quired from any place in any State. The Direc-
tor may apply to the United States district
court for the judicial district (or the United
States court in any territory) in which any
witness or company subpenaed resides or car-
ries on business, for enforcement of any sub-
pena issued pursuant to this paragraph, and
such courts shall have jurisdiction and power
to order and require compliance.
(3) Proceedings

(A) In any proceeding under subsection
(a)(2)(D) of this section or under paragraph (5)
of this section,6 the Director may administer
oaths and affirmations, take or cause to be
taken depositions, and issue subpenas. The Di-
rector may make regulations with respect to
any such proceedings. The attendance of wit-
nesses and the production of documents pro-
vided for in this paragraph may be required
from any place in any State or in any terri-
tory at any designated place where such pro-
ceeding is being conducted. Any party to such
proceedings may apply to the United States
District Court for the District of Columbia, or
the United States district court for the judi-
cial district or the United States court in any
territory in which such proceeding is being
conducted, or where the witness resides or car-
ries on business, for enforcement of any sub-
pena issued pursuant to this paragraph, and
such courts shall have jurisdiction and power
to order and require compliance therewith.
Witnesses subpenaed under this section shall
be paid the same fees and mileage that are
paid witnesses in the district courts of the
United States.

(B) Any hearing provided for in subsection
(a)(2)(D) of this section or under paragraph (5)
of this section 7 shall be held in the Federal ju-
dicial district or in the territory in which the
principal office of the association or other
company is located unless the party afforded
the hearing consents to another place, and
shall be conducted in accordance with the pro-
visions of chapter 5 of title 5.
(4) Injunctions

Whenever it appears to the Director that
any person is engaged or has engaged or is
about to engage in any acts or practices which
constitute or will constitute a violation of the
provisions of this section or of any regulation
or order thereunder, the Director may bring
an action in the proper United States district
court, or the United States court of any terri-
tory or other place subject to the jurisdiction
of the United States, to enjoin such acts or
practices, to enforce compliance with this sec-
tion or any regulation or order, or to require
the divestiture of any acquisition in violation
of this section, or for any combination of the
foregoing, and such courts shall have jurisdic-
tion of such actions. Upon a proper showing an
injunction, decree, restraining order, order of

divestiture, or other appropriate order shall be
granted without bond.
(5) Cease and desist orders

(A) Notwithstanding any other provision of
this section, the Director may, whenever the
Director has reasonable cause to believe that
the continuation by a savings and loan holding
company of any activity or of ownership or
control of any of its noninsured subsidiaries
constitutes a serious risk to the financial safe-
ty, soundness, or stability of a savings and
loan holding company’s subsidiary savings as-
sociation and is inconsistent with the sound
operation of a savings association or with the
purposes of this section or section 8 of the
Federal Deposit Insurance Act [12 U.S.C. 1818],
order the savings and loan holding company or
any of its subsidiaries, after due notice and op-
portunity for hearing, to terminate such ac-
tivities or to terminate (within 120 days or
such longer period as the Director directs in
unusual circumstances) its ownership or con-
trol of any such noninsured subsidiary either
by sale or by distribution of the shares of the
subsidiary to the shareholders of the savings
and loan holding company. Such distribution
shall be pro rata with respect to all of the
shareholders of the distributing savings and
loan holding company, and the holding com-
pany shall not make any charge to its share-
holders arising out of such a distribution.

(B) The Director may in the Director’s dis-
cretion apply to the United States district
court within the jurisdiction of which the
principal office of the company is located, for
the enforcement of any effective and outstand-
ing order issued under this section, and such
court shall have jurisdiction and power to
order and require compliance therewith. Ex-
cept as provided in subsection (j) of this sec-
tion, no court shall have jurisdiction to affect
by injunction or otherwise the issuance or en-
forcement of any notice or order under this
section, or to review, modify, suspend, termi-
nate, or set aside any such notice or order.

(h) Prohibited acts
It shall be unlawful for—

(1) any savings and loan holding company or
subsidiary thereof, or any director, officer,
employee, or person owning, controlling, or
holding with power to vote, or holding proxies
representing, more than 25 percent of the vot-
ing shares, of such holding company or sub-
sidiary, to hold, solicit, or exercise any prox-
ies in respect of any voting rights in a savings
association which is a mutual association;

(2) any director or officer of a savings and
loan holding company, or any individual who
owns, controls, or holds with power to vote (or
holds proxies representing) more than 25 per-
cent of the voting shares of such holding com-
pany, to acquire control of any savings asso-
ciation not a subsidiary of such savings and
loan holding company, unless such acquisition
is approved by the Director pursuant to sub-
section (e)(4) of this section; or

(3) any individual, except with the prior ap-
proval of the Director, to serve or act as a di-
rector, officer, or trustee of, or become a part-
ner in, any savings and loan holding company
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after having been convicted of any criminal of-
fense involving dishonesty or breach of trust.

(i) Penalties
(1) Criminal penalty

(A) Whoever knowingly violates any provi-
sion of this section or being a company, vio-
lates any regulation or order issued by the Di-
rector under this section, shall be imprisoned
not more than 1 year, fined not more than
$100,000 per day for each day during which the
violation continues, or both.

(B) Whoever, with the intent to deceive, de-
fraud, or profit significantly, knowingly vio-
lates any provision of this section shall be
fined not more than $1,000,000 per day for each
day during which the violation continues, im-
prisoned not more than 5 years, or both.
(2) 8 Civil money penalty

(A) Penalty
Any company which violates, and any per-

son who participates in a violation of, any
provision of this section, or any regulation
or order issued pursuant thereto, shall for-
feit and pay a civil penalty of not more than
$25,000 for each day during which such viola-
tion continues.
(B) Assessment

Any penalty imposed under subparagraph
(A) may be assessed and collected by the Di-
rector in the manner provided in subpara-
graphs (E), (F), (G), and (I) of section 8(i)(2)
of the Federal Deposit Insurance Act [12
U.S.C. 1818(i)(2)(E), (F), (G), (I)] for penalties
imposed (under such section) and any such
assessment shall be subject to the provisions
of such section.
(C) Hearing

The company or other person against
whom any civil penalty is assessed under
this paragraph shall be afforded a hearing if
such company or person submits a request
for such hearing within 20 days after the is-
suance of the notice of assessment. Section
8(h) of the Federal Deposit Insurance Act
shall apply to any proceeding under this
paragraph.
(D) Disbursement

All penalties collected under authority of
this paragraph shall be deposited into the
Treasury.
(E) ��Violate�� defined

For purposes of this section, the term
‘‘violate’’ includes any action (alone or with
another or others) for or toward causing,
bringing about, participating in, counseling,
or aiding or abetting a violation.
(F) Regulations

The Director shall prescribe regulations
establishing such procedures as may be nec-
essary to carry out this paragraph.

(3) 8 Civil money penalty
(A) Penalty

Any company which violates, and any per-
son who participates in a violation of, any

provision of this section, or any regulation
or order issued pursuant thereto, shall for-
feit and pay a civil penalty of not more than
$25,000 for each day during which such viola-
tion continues.
(B) Assessment; etc.

Any penalty imposed under subparagraph
(A) may be assessed and collected by the Di-
rector in the manner provided in subpara-
graphs (E), (F), (G), and (I) of section 8(i)(2)
of the Federal Deposit Insurance Act [12
U.S.C. 1818(i)(2)(E), (F), (G), (I)] for penalties
imposed (under such section) and any such
assessment shall be subject to the provisions
of such section.
(C) Hearing

The company or other person against
whom any penalty is assessed under this
paragraph shall be afforded an agency hear-
ing if such company or person submits a re-
quest for such hearing within 20 days after
the issuance of the notice of assessment.
Section 8(h) of the Federal Deposit Insur-
ance Act shall apply to any proceeding under
this paragraph.
(D) Disbursement

All penalties collected under authority of
this paragraph shall be deposited into the
Treasury.
(E) ��Violate�� defined

For purposes of this section, the term
‘‘violate’’ includes any action (alone or with
another or others) for or toward causing,
bringing about, participating in, counseling,
or aiding or abetting a violation.
(F) Regulations

The Director shall prescribe regulations
establishing such procedures as may be nec-
essary to carry out this paragraph.

(4) Redesignated (3)

(5) Notice under this section after separation
from service

The resignation, termination of employment
or participation, or separation of an institu-
tion-affiliated party (within the meaning of
section 3(u) of the Federal Deposit Insurance
Act [12 U.S.C. 1813(u)]) with respect to a sav-
ings and loan holding company or subsidiary
thereof (including a separation caused by the
deregistration of such a company or such a
subsidiary) shall not affect the jurisdiction
and authority of the Director to issue any no-
tice and proceed under this section against
any such party, if such notice is served before
the end of the 6-year period beginning on the
date such party ceased to be such a party with
respect to such holding company or its sub-
sidiary (whether such date occurs before, on,
or after August 9, 1989).

(j) Judicial review
Any party aggrieved by an order of the Direc-

tor under this section may obtain a review of
such order by filing in the court of appeals of
the United States for the circuit in which the
principal office of such party is located, or in
the United States Court of Appeals for the Dis-
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trict of Columbia Circuit, within 30 days after
the date of service of such order, a written peti-
tion praying that the order of the Director be
modified, terminated, or set aside. A copy of the
petition shall be forthwith transmitted by the
clerk of the court to the Director, and thereupon
the Director shall file in the court the record in
the proceeding, as provided in section 2112 of
title 28. Upon the filing of such petition, such
court shall have jurisdiction, which upon the fil-
ing of the record shall be exclusive, to affirm,
modify, terminate, or set aside, in whole or in
part, the order of the Director. Review of such
proceedings shall be had as provided in chapter
7 of title 5. The judgment and decree of the
court shall be final, except that the same shall
be subject to review by the Supreme Court upon
certiorari as provided in section 1254 of title 28.
(k) Savings clause

Nothing contained in this section, other than
any transaction approved under subsection (e)(2)
of this section or section 13 of the Federal De-
posit Insurance Act [12 U.S.C. 1823], shall be in-
terpreted or construed as approving any act, ac-
tion, or conduct which is or has been or may be
in violation of existing law, nor shall anything
herein contained constitute a defense to any ac-
tion, suit, or proceeding pending or hereafter in-
stituted on account of any act, action, or con-
duct in violation of the antitrust laws.
(l) Treatment of FDIC insured State savings

banks and cooperative banks as savings asso-
ciations

(1) In general
Notwithstanding any other provision of law,

a savings bank (as defined in section 3(g) of
the Federal Deposit Insurance Act [12 U.S.C.
1813(g)]) and a cooperative bank that is an in-
sured bank (as defined in section 3(h) of the
Federal Deposit Insurance Act) upon applica-
tion shall be deemed to be a savings associa-
tion for the purpose of this section, if the Di-
rector determines that such bank is a quali-
fied thrift lender (as determined under sub-
section (m) of this section).
(2) Failure to maintain qualified thrift lender

status
If any savings bank which is deemed to be a

savings association under paragraph (1) subse-
quently fails to maintain its status as a quali-
fied thrift lender, as determined by the Direc-
tor, such bank may not thereafter be a quali-
fied thrift lender for a period of 5 years.

(m) Qualified thrift lender test
(1) In general

Except as provided in paragraphs (2) and (7),
any savings association is a qualified thrift
lender if—

(A) the savings association qualifies as a
domestic building and loan association, as
such term is defined in section 7701(a)(19) of
title 26; or

(B)(i) the savings association’s qualified
thrift investments equal or exceed 65 percent
of the savings association’s portfolio assets;
and

(ii) the savings association’s qualified
thrift investments continue to equal or ex-

ceed 65 percent of the savings association’s
portfolio assets on a monthly average basis
in 9 out of every 12 months.

(2) Exceptions granted by Director
Notwithstanding paragraph (1), the Director

may grant such temporary and limited excep-
tions from the minimum actual thrift invest-
ment percentage requirement contained in
such paragraph as the Director deems nec-
essary if—

(A) the Director determines that extraor-
dinary circumstances exist, such as when
the effects of high interest rates reduce
mortgage demand to such a degree that an
insufficient opportunity exists for a savings
association to meet such investment re-
quirements; or

(B) the Director determines that—
(i) the grant of any such exception will

significantly facilitate an acquisition
under section 13(c) or 13(k) of the Federal
Deposit Insurance Act [12 U.S.C. 1823(c) or
(k)];

(ii) the acquired association will comply
with the transition requirements of para-
graph (7)(B), as if the date of the exemp-
tion were the starting date for the transi-
tion period described in that paragraph;
and

(iii) the Director determines that the ex-
emption will not have an undue adverse ef-
fect on competing savings associations in
the relevant market and will further the
purposes of this subsection.

(3) Failure to become and remain a qualified
thrift lender

(A) In general
A savings association that fails to become

or remain a qualified thrift lender shall ei-
ther become one or more banks (other than
a savings bank) or be subject to subpara-
graph (B), except as provided in subpara-
graph (D).

(B) Restrictions applicable to savings asso-
ciations that are not qualified thrift lend-
ers

(i) Restrictions effective immediately
The following restrictions shall apply to

a savings association beginning on the
date on which the savings association
should have become or ceases to be a
qualified thrift lender:

(I) Activities
The savings association shall not make

any new investment (including an in-
vestment in a subsidiary) or engage, di-
rectly or indirectly, in any other new ac-
tivity unless that investment or activity
would be permissible for the savings as-
sociation if it were a national bank, and
is also permissible for the savings asso-
ciation as a savings association.

(II) Branching
The savings association shall not es-

tablish any new branch office at any lo-
cation at which a national bank located
in the savings association’s home State
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may not establish a branch office. For
purposes of this subclause, a savings as-
sociation’s home State is the State in
which the savings association’s total de-
posits were largest on the date on which
the savings association should have be-
come or ceased to be a qualified thrift
lender.

(III) Dividends
The savings association shall be sub-

ject to all statutes and regulations gov-
erning the payment of dividends by a na-
tional bank in the same manner and to
the same extent as if the savings associa-
tion were a national bank.

(ii) Additional restrictions effective after 3
years

Beginning 3 years after the date on
which a savings association should have
become a qualified thrift lender, or the
date on which the savings association
ceases to be a qualified thrift lender, as ap-
plicable, the savings association shall not
retain any investment (including an in-
vestment in any subsidiary) or engage, di-
rectly or indirectly, in any activity, unless
that investment or activity—

(I) would be permissible for the savings
association if it were a national bank;
and

(II) is permissible for the savings asso-
ciation as a savings association.

(C) Holding company regulation
Any company that controls a savings asso-

ciation that is subject to any provision of
subparagraph (B) shall, within one year after
the date on which the savings association
should have become or ceases to be a quali-
fied thrift lender, register as and be deemed
to be a bank holding company subject to all
of the provisions of the Bank Holding Com-
pany Act of 1956 [12 U.S.C. 1841 et seq.], sec-
tion 8 of the Federal Deposit Insurance Act
[12 U.S.C. 1818], and other statutes applicable
to bank holding companies, in the same
manner and to the same extent as if the
company were a bank holding company and
the savings association were a bank, as
those terms are defined in the Bank Holding
Company Act of 1956.

(D) Requalification
A savings association that should have be-

come or ceases to be a qualified thrift lender
shall not be subject to subparagraph (B) or
(C) if the savings association becomes a
qualified thrift lender by meeting the quali-
fied thrift lender requirement in paragraph
(1) on a monthly average basis in 9 out of the
preceding 12 months and remains a qualified
thrift lender. If the savings association (or
any savings association that acquired all or
substantially all of its assets from that sav-
ings association) at any time thereafter
ceases to be a qualified thrift lender, it shall
immediately be subject to all provisions of
subparagraphs (B) and (C) as if all the peri-
ods described in subparagraphs (B)(ii) and
(C) had expired.

(E) Deposit insurance assessments
Any bank chartered as a result of the re-

quirements of this section shall be obligated
until December 31, 1993, to pay to the Sav-
ings Association Insurance Fund the assess-
ments assessed on savings associations
under the Federal Deposit Insurance Act [12
U.S.C. 1811 et seq.]. Such association shall
also be assessed, on the date of its change of
status from a Savings Association Insurance
Fund member, the exit fee and entrance fee
provided in section 5(d) of the Federal De-
posit Insurance Act [12 U.S.C. 1815(d)]. Such
institution shall not be obligated to pay the
assessments assessed on banks under the
Federal Deposit Insurance Act until—

(i) December 31, 1993, or
(ii) the institution’s change of status

from a Savings Association Insurance
Fund member to a Bank Insurance Fund
member,

whichever is later.
(F) Exemption for specialized savings asso-

ciations serving certain military person-
nel

Subparagraph (A) shall not apply to a sav-
ings association subsidiary of a savings and
loan holding company if at least 90 percent
of the customers of the savings and loan
holding company and its subsidiaries and af-
filiates are active or former members in the
United States military services or the wid-
ows, widowers, divorced spouses, or current
or former dependents of such members.
(G) Exemption for certain Federal savings as-

sociations
This paragraph shall not apply to any Fed-

eral savings association in existence as a
Federal savings association on August 9,
1989—

(i) that was chartered before October 15,
1982, as a savings bank or a cooperative
bank under State law; or

(ii) that acquired its principal assets
from an association that was chartered be-
fore October 15, 1982, as a savings bank or
a cooperative bank under State law.

(H) No circumvention of exit moratorium
Subparagraph (A) of this paragraph shall

not be construed as permitting any insured
depository institution to engage in any con-
version transaction prohibited under section
5(d) of the Federal Deposit Insurance Act [12
U.S.C. 1815(d)].

(4) Definitions
For purposes of this subsection, the follow-

ing definitions shall apply:
(A) Actual thrift investment percentage

The term ‘‘actual thrift investment per-
centage’’ means the percentage determined
by dividing—

(i) the amount of a savings association’s
qualified thrift investments, by

(ii) the amount of the savings associa-
tion’s portfolio assets.

(B) Portfolio assets
The term ‘‘portfolio assets’’ means, with

respect to any savings association, the total
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assets of the savings association, minus the
sum of—

(i) goodwill and other intangible assets;
(ii) the value of property used by the sav-

ings association to conduct its business;
and

(iii) liquid assets of the type required to
be maintained under section 1465 of this
title, as in effect on the day before Decem-
ber 27, 2000, in an amount not exceeding
the amount equal to 20 percent of the sav-
ings association’s total assets.

(C) Qualified thrift investments
(i) In general

The term ‘‘qualified thrift investments’’
means, with respect to any savings asso-
ciation, the assets of the savings associa-
tion that are described in clauses (ii) and
(iii).
(ii) Assets includible without limit

The following assets are described in this
clause for purposes of clause (i):

(I) The aggregate amount of loans held
by the savings association that were
made to purchase, refinance, construct,
improve, or repair domestic residential
housing or manufactured housing.

(II) Home-equity loans.
(III) Securities backed by or represent-

ing an interest in mortgages on domestic
residential housing or manufactured
housing.

(IV) Existing obligations of deposit in-
surance agencies.—Direct or indirect ob-
ligations of the Federal Deposit Insur-
ance Corporation or the Federal Savings
and Loan Insurance Corporation issued
in accordance with the terms of agree-
ments entered into prior to July 1, 1989,
for the 10-year period beginning on the
date of issuance of such obligations.

(V) New obligations of deposit insur-
ance agencies.—Obligations of the Fed-
eral Deposit Insurance Corporation, the
Federal Savings and Loan Insurance Cor-
poration, the FSLIC Resolution Fund,
and the Resolution Trust Corporation is-
sued in accordance with the terms of
agreements entered into on or after July
1, 1989, for the 5-year period beginning on
the date of issuance of such obligations.

(VI) Shares of stock issued by any Fed-
eral home loan bank.

(VII) Loans for educational purposes,
loans to small businesses, and loans
made through credit cards or credit card
accounts.

(iii) Assets includible subject to percentage
restriction

The following assets are described in this
clause for purposes of clause (i):

(I) 50 percent of the dollar amount of
the residential mortgage loans origi-
nated by such savings association and
sold within 90 days of origination.

(II) Investments in the capital stock or
obligations of, and any other security is-
sued by, any service corporation if such
service corporation derives at least 80

percent of its annual gross revenues from
activities directly related to purchasing,
refinancing, constructing, improving, or
repairing domestic residential real es-
tate or manufactured housing.

(III) 200 percent of the dollar amount of
loans and investments made to acquire,
develop, and construct 1- to 4-family
residences the purchase price of which is
or is guaranteed to be not greater than
60 percent of the median value of com-
parable newly constructed 1- to 4-family
residences within the local community
in which such real estate is located, ex-
cept that not more than 25 percent of the
amount included under this subclause
may consist of commercial properties re-
lated to the development if those prop-
erties are directly related to providing
services to residents of the development.

(IV) 200 percent of the dollar amount of
loans for the acquisition or improvement
of residential real property, churches,
schools, and nursing homes located with-
in, and loans for any other purpose to
any small businesses located within any
area which has been identified by the Di-
rector, in connection with any review or
examination of community reinvestment
practices, as a geographic area or neigh-
borhood in which the credit needs of the
low- and moderate-income residents of
such area or neighborhood are not being
adequately met.

(V) Loans for the purchase or construc-
tion of churches, schools, nursing homes,
and hospitals, other than those qualify-
ing under clause (IV), and loans for the
improvement and upkeep of such prop-
erties.

(VI) Loans for personal, family, or
household purposes (other than loans for
personal, family, or household purposes
described in clause (ii)(VII)).

(VII) Shares of stock issued by the
Federal Home Loan Mortgage Corpora-
tion or the Federal National Mortgage
Association.

(iv) Percentage restriction applicable to
certain assets

The aggregate amount of the assets de-
scribed in clause (iii) which may be taken
into account in determining the amount of
the qualified thrift investments of any
savings association shall not exceed the
amount which is equal to 20 percent of a
savings association’s portfolio assets.
(v) Qualified thrift investments

The term ‘‘qualified thrift investments’’
excludes—

(I) except for home equity loans, that
portion of any loan or investment that is
used for any purpose other than those
expressly qualifying under any subpara-
graph of clause (ii) or (iii); or

(II) goodwill or any other intangible
asset.

(D) Credit card
The Director shall issue such regulations

as may be necessary to define the term
‘‘credit card’’.
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(E) Small business
The Director shall issue such regulations

as may be necessary to define the term
‘‘small business’’.

(5) Consistent accounting required
(A) In determining the amount of a savings

association’s portfolio assets, the assets of any
subsidiary of the savings association shall be
consolidated with the assets of the savings as-
sociation if—

(i) Assets of the subsidiary are consoli-
dated with the assets of the savings associa-
tion in determining the savings association’s
qualified thrift investments; or

(ii) Residential mortgage loans originated
by the subsidiary are included pursuant to
paragraph (4)(C)(iii)(I) in determining the
savings association’s qualified thrift invest-
ments.

(B) In determining the amount of a savings
association’s portfolio assets and qualified
thrift investments, consistent accounting
principles shall be applied.
(6) Special rules for Puerto Rico and Virgin Is-

lands savings associations
(A) Puerto Rico savings associations

With respect to any savings association
headquartered and operating primarily in
Puerto Rico—

(i) the term ‘‘qualified thrift invest-
ments’’ includes, in addition to the items
specified in paragraph (4)—

(I) the aggregate amount of loans for
personal, family, educational, or house-
hold purposes made to persons residing
or domiciled in the Commonwealth of
Puerto Rico; and

(II) the aggregate amount of loans for
the acquisition or improvement of
churches, schools, or nursing homes, and
of loans to small businesses, located
within the Commonwealth of Puerto
Rico; and

(ii) the aggregate amount of loans relat-
ed to the purchase, acquisition, develop-
ment and construction of 1- to 4-family
residential real estate—

(I) which is located within the Com-
monwealth of Puerto Rico; and

(II) the value of which (at the time of
acquisition or upon completion of the de-
velopment and construction) is below
the median value of newly constructed 1-
to 4-family residences in the Common-
wealth of Puerto Rico, which may be
taken into account in determining the
amount of the qualified thrift invest-
ments and of such savings association
shall be doubled.

(B) Virgin Islands savings associations
With respect to any savings association

headquartered and operating primarily in
the Virgin Islands—

(i) the term ‘‘qualified thrift invest-
ments’’ includes, in addition to the items
specified in paragraph (4)—

(I) the aggregate amount of loans for
personal, family, educational, or house-

hold purposes made to persons residing
or domiciled in the Virgin Islands; and

(II) the aggregate amount of loans for
the acquisition or improvement of
churches, schools, or nursing homes, and
of loans to small businesses, located
within the Virgin Islands; and

(ii) the aggregate amount of loans relat-
ed to the purchase, acquisition, develop-
ment and construction of 1- to 4-family
residential real estate—

(I) which is located within the Virgin
Islands; and

(II) the value of which (at the time of
acquisition or upon completion of the de-
velopment and construction) is below
the median value of newly constructed 1-
to 4-family residences in the Virgin Is-
lands, which may be taken into account
in determining the amount of the quali-
fied thrift investments and of such sav-
ings association shall be doubled.

(7) Transitional rule for certain savings asso-
ciations

(A) In general
If any Federal savings association in exist-

ence as a Federal savings association on Au-
gust 9, 1989—

(i) that was chartered as a savings bank
or a cooperative bank under State law be-
fore October 15, 1982; or

(ii) that acquired its principal assets
from an association that was chartered be-
fore October 15, 1982, as a savings bank or
a cooperative bank under State law,

meets the requirements of subparagraph (B),
such savings association shall be treated as
a qualified thrift lender during period 9 end-
ing on September 30, 1995.
(B) Subparagraph (B) requirements

A savings association meets the require-
ments of this subparagraph if, in the deter-
mination of the Director—

(i) the actual thrift investment percent-
age of such association does not, after Au-
gust 9, 1989, decrease below the actual
thrift investment percentage of such asso-
ciation on July 15, 1989; and

(ii) the amount by which—
(I) the actual thrift investment per-

centage of such association at the end of
each period described in the following
table, exceeds

(II) the actual thrift investment per-
centage of such association on July 15,
1989,

is equal to or greater than the applicable
percentage (as determined under the fol-
lowing table) of the amount by which 70
percent exceeds the actual thrift invest-
ment percentage of such association on
August 9, 1989:

For the following The applicable
period: percentage is:

July 1, 1991–September 30, 1992 ............ 25 percent
October 1, 1992–March 31, 1994 .............. 50 percent



Page 422TITLE 12—BANKS AND BANKING§ 1467a

10 So in original. Probably should be ‘‘section’’.

April 1, 1994–September 30, 1995 ........... 75 percent
Thereafter ........................................... 100 percent

(C) Actual thrift investment percentage
For purposes of this paragraph, the actual

thrift investment percentage of an associa-
tion on July 15, 1989, shall be determined by
applying the definition of ‘‘actual thrift in-
vestment percentage’’ that takes effect on
July 1, 1991.

(n) Tying restrictions
A savings and loan holding company and any

of its affiliates shall be subject to section 1464(q)
of this title and regulations prescribed under
such section, in connection with transactions
involving the products or services of such com-
pany or affiliate and those of an affiliated sav-
ings association as if such company or affiliate
were a savings association.
(o) Mutual holding companies

(1) In general
A savings association operating in mutual

form may reorganize so as to become a holding
company by—

(A) chartering an interim savings associa-
tion, the stock of which is to be wholly
owned, except as otherwise provided in this
section, by the mutual association; and

(B) transferring the substantial part of its
assets and liabilities, including all of its in-
sured liabilities, to the interim savings asso-
ciation.

(2) Directors and certain account holders� ap-
proval of plan required

A reorganization is not authorized under
this subsection unless—

(A) a plan providing for such reorganiza-
tion has been approved by a majority of the
board of directors of the mutual savings as-
sociation; and

(B) in the case of an association in which
holders of accounts and obligors exercise
voting rights, such plan has been submitted
to and approved by a majority of such indi-
viduals at a meeting held at the call of the
directors in accordance with the procedures
prescribed by the association’s charter and
bylaws.

(3) Notice to the Director; disapproval period
(A) Notice required

At least 60 days prior to taking any action
described in paragraph (1), a savings associa-
tion seeking to establish a mutual holding
company shall provide written notice to the
Director. The notice shall contain such rel-
evant information as the Director shall re-
quire by regulation or by specific request in
connection with any particular notice.
(B) Transaction allowed if not disapproved

Unless the Director within such 60-day no-
tice period disapproves the proposed holding
company formation, or extends for another
30 days the period during which such dis-
approval may be issued, the savings associa-
tion providing such notice may proceed with
the transaction, if the requirements of para-
graph (2) have been met.
(C) Grounds for disapproval

The Director may disapprove any proposed
holding company formation only if—

(i) such disapproval is necessary to pre-
vent unsafe or unsound practices;

(ii) the financial or management re-
sources of the savings association involved
warrant disapproval;

(iii) the savings association fails to fur-
nish the information required under sub-
paragraph (A); or

(iv) the savings association fails to com-
ply with the requirement of paragraph (2).

(D) Retention of capital assets
In connection with the transaction de-

scribed in paragraph (1), a savings associa-
tion may, subject to the approval of the Di-
rector, retain capital assets at the holding
company level to the extent that such cap-
ital exceeds the association’s capital re-
quirement established by the Director pur-
suant to sections 10 1464(s) and (t) of this
title.

(4) Ownership
(A) In general

Persons having ownership rights in the
mutual association pursuant to section
1464(b)(1)(B) of this title or State law shall
have the same ownership rights with respect
to the mutual holding company.
(B) Holders of certain accounts

Holders of savings, demand or other ac-
counts of—

(i) a savings association chartered as
part of a transaction described in para-
graph (1); or

(ii) a mutual savings association ac-
quired pursuant to paragraph (5)(B),

shall have the same ownership rights with
respect to the mutual holding company as
persons described in subparagraph (A) of this
paragraph.

(5) Permitted activities
A mutual holding company may engage only

in the following activities:
(A) Investing in the stock of a savings as-

sociation.
(B) Acquiring a mutual association

through the merger of such association into
a savings association subsidiary of such
holding company or an interim savings asso-
ciation subsidiary of such holding company.

(C) Subject to paragraph (6), merging with
or acquiring another holding company, one
of whose subsidiaries is a savings associa-
tion.

(D) Investing in a corporation the capital
stock of which is available for purchase by a
savings association under Federal law or
under the law of any State where the sub-
sidiary savings association or associations
have their home offices.

(E) Engaging in the activities described in
subsection (c)(2) or (c)(9)(A)(ii) of this sec-
tion.

(6) Limitations on certain activities of acquired
holding companies

(A) New activities
If a mutual holding company acquires or

merges with another holding company under
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paragraph (5)(C), the holding company ac-
quired or the holding company resulting
from such merger or acquisition may only
invest in assets and engage in activities
which are authorized under paragraph (5).
(B) Grace period for divesting prohibited as-

sets or discontinuing prohibited activi-
ties

Not later than 2 years following a merger
or acquisition described in paragraph (5)(C),
the acquired holding company or the holding
company resulting from such merger or ac-
quisition shall—

(i) dispose of any asset which is an asset
in which a mutual holding company may
not invest under paragraph (5); and

(ii) cease any activity which is an activ-
ity in which a mutual holding company
may not engage under paragraph (5).

(7) Regulation
A mutual holding company shall be char-

tered by the Director and shall be subject to
such regulations as the Director may pre-
scribe. Unless the context otherwise requires,
a mutual holding company shall be subject to
the other requirements of this section regard-
ing regulation of holding companies.
(8) Capital improvement

(A) Pledge of stock of savings association
subsidiary

This section shall not prohibit a mutual
holding company from pledging all or a por-
tion of the stock of a savings association
chartered as part of a transaction described
in paragraph (1) to raise capital for such sav-
ings association.
(B) Issuance of nonvoting shares

This section shall not prohibit a savings
association chartered as part of a trans-
action described in paragraph (1) from issu-
ing any nonvoting shares or less than 50 per-
cent of the voting shares of such association
to any person other than the mutual holding
company.

(9) Insolvency and liquidation
(A) In general

Notwithstanding any provision of law,
upon—

(i) the default of any savings associa-
tion—

(I) the stock of which is owned by any
mutual holding company; and

(II) which was chartered in a trans-
action described in paragraph (1);

(ii) the default of a mutual holding com-
pany; or

(iii) a foreclosure on a pledge by a mu-
tual holding company described in para-
graph (8)(A),

a trustee shall be appointed receiver of such
mutual holding company and such trustee
shall have the authority to liquidate the as-
sets of, and satisfy the liabilities of, such
mutual holding company pursuant to title
11.
(B) Distribution of net proceeds

Except as provided in subparagraph (C),
the net proceeds of any liquidation of any

mutual holding company pursuant to sub-
paragraph (A) shall be transferred to persons
who hold ownership interests in such mutual
holding company.

(C) Recovery by Corporation
If the Corporation incurs a loss as a result

of the default of any savings association sub-
sidiary of a mutual holding company which
is liquidated pursuant to subparagraph (A),
the Corporation shall succeed to the owner-
ship interests of the depositors of such sav-
ings association in the mutual holding com-
pany, to the extent of the Corporation’s loss.

(10) Definitions
For purposes of this subsection—

(A) Mutual holding company
The term ‘‘mutual holding company’’

means a corporation organized as a holding
company under this subsection.

(B) Mutual association
The term ‘‘mutual association’’ means a

savings association which is operating in
mutual form.

(C) Default
The term ‘‘default’’ means an adjudication

or other official determination of a court of
competent jurisdiction or other public au-
thority pursuant to which a conservator, re-
ceiver, or other legal custodian is appointed.

(p) Holding company activities constituting seri-
ous risk to subsidiary savings association

(1) Determination and imposition of restric-
tions

If the Director determines that there is rea-
sonable cause to believe that the continuation
by a savings and loan holding company of any
activity constitutes a serious risk to the fi-
nancial safety, soundness, or stability of a sav-
ings and loan holding company’s subsidiary
savings association, the Director may impose
such restrictions as the Director determines
to be necessary to address such risk. Such re-
strictions shall be issued in the form of a di-
rective to the holding company and any of its
subsidiaries, limiting—

(A) the payment of dividends by the sav-
ings association;

(B) transactions between the savings asso-
ciation, the holding company, and the sub-
sidiaries or affiliates of either; and

(C) any activities of the savings associa-
tion that might create a serious risk that
the liabilities of the holding company and
its other affiliates may be imposed on the
savings association.

Such directive shall be effective as a cease and
desist order that has become final.

(2) Review of directive
(A) Administrative review

After a directive referred to in paragraph
(1) is issued, the savings and loan holding
company, or any subsidiary of such holding
company subject to the directive, may ob-
ject and present in writing its reasons why
the directive should be modified or re-
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scinded. Unless within 10 days after receipt
of such response the Director affirms, modi-
fies, or rescinds the directive, such directive
shall automatically lapse.
(B) Judicial review

If the Director affirms or modifies a direc-
tive pursuant to subparagraph (A), any af-
fected party may immediately thereafter pe-
tition the United States district court for
the district in which the savings and loan
holding company has its main office or in
the United States District Court for the Dis-
trict of Columbia to stay, modify, terminate
or set aside the directive. Upon a showing of
extraordinary cause, the savings and loan
holding company, or any subsidiary of such
holding company subject to a directive, may
petition a United States district court for
relief without first pursuing or exhausting
the administrative remedies set forth in this
paragraph.

(q) Qualified stock issuance by undercapitalized
savings associations or holding companies

(1) In general
For purposes of this section, any issue of

shares of stock shall be treated as a qualified
stock issuance if the following conditions are
met:

(A) The shares of stock are issued by—
(i) an undercapitalized savings associa-

tion; or
(ii) a savings and loan holding company

which is not a bank holding company but
which controls an undercapitalized savings
association if, at the time of issuance, the
savings and loan holding company is le-
gally obligated to contribute the net pro-
ceeds from the issuance of such stock to
the capital of an undercapitalized savings
association subsidiary of such holding
company.

(B) All shares of stock issued consist of
previously unissued stock or treasury
shares.

(C) All shares of stock issued are pur-
chased by a savings and loan holding com-
pany that is registered, as of the date of pur-
chase, with the Director in accordance with
the provisions of subsection (b)(1) of this sec-
tion.

(D) Subject to paragraph (2), the Director
approved the purchase of the shares of stock
by the acquiring savings and loan holding
company.

(E) The entire consideration for the stock
issued is paid in cash by the acquiring sav-
ings and loan holding company.

(F) At the time of the stock issuance, each
savings association subsidiary of the acquir-
ing savings and loan holding company (other
than an association acquired in a trans-
action pursuant to subsection (c) or (k) of
section 13 of the Federal Deposit Insurance
Act [12 U.S.C. 1823(c) or (k)] or section
408(m) 11 of the National Housing Act [12
U.S.C. 1730a(m)]) has capital (after deducting
any subordinated debt, intangible assets,

and deferred, unamortized gains or losses) of
not less than 61⁄2 percent of the total assets
of such savings association.

(G) Immediately after the stock issuance,
the acquiring savings and loan holding com-
pany holds not more than 15 percent of the
outstanding voting stock of the issuing
undercapitalized savings association or sav-
ings and loan holding company.

(H) Not more than one of the directors of
the issuing association or company is an of-
ficer, director, employee, or other represent-
ative of the acquiring company or any of its
affiliates.

(I) Transactions between the savings asso-
ciation or savings and loan holding company
that issues the shares pursuant to this sec-
tion and the acquiring company and any of
its affiliates shall be subject to the provi-
sions of section 1468 of this title.

(2) Approval of acquisitions
(A) Additional capital commitments not re-

quired
The Director shall not disapprove any ap-

plication for the purchase of stock in con-
nection with a qualified stock issuance on
the grounds that the acquiring savings and
loan holding company has failed to under-
take to make subsequent additional capital
contributions to maintain the capital of the
undercapitalized savings association at or
above the minimum level required by the Di-
rector or any other Federal agency having
jurisdiction.
(B) Other conditions

Notwithstanding subsection (a)(4) of this
section, the Director may impose such con-
ditions on any approval of an application for
the purchase of stock in connection with a
qualified stock issuance as the Director de-
termines to be appropriate, including—

(i) a requirement that any savings asso-
ciation subsidiary of the acquiring savings
and loan holding company limit dividends
paid to such holding company for such pe-
riod of time as the Director may require;
and

(ii) such other conditions as the Director
deems necessary or appropriate to prevent
evasions of this section.

(C) Application deemed approved if not dis-
approved within 90 days

An application for approval of a purchase
of stock in connection with a qualified stock
issuance shall be deemed to have been ap-
proved by the Director if such application
has not been disapproved by the Director be-
fore the end of the 90-day period beginning
on the date such application has been
deemed sufficient under regulations issued
by the Director.

(3) No limitation on class of stock issued
The shares of stock issued in connection

with a qualified stock issuance may be shares
of any class.
(4) ��Undercapitalized savings association�� de-

fined
For purposes of this subsection, the term

‘‘undercapitalized savings association’’ means
any savings association—
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12 So in original. Probably should be ‘‘preponderance’’.

(A) the assets of which exceed the liabil-
ities of such association; and

(B) which does not comply with one or
more of the capital standards in effect under
section 1464(t) of this title.

(r) Penalty for failure to provide timely and ac-
curate reports

(1) First tier
Any savings and loan holding company, and

any subsidiary of such holding company,
which—

(A) maintains procedures reasonably
adapted to avoid any inadvertent and unin-
tentional error and, as a result of such an
error—

(i) fails to submit or publish any report
or information required under this section
or regulations prescribed by the Director,
within the period of time specified by the
Director; or

(ii) submits or publishes any false or
misleading report or information; or

(B) inadvertently transmits or publishes
any report which is minimally late,

shall be subject to a penalty of not more than
$2,000 for each day during which such failure
continues or such false or misleading informa-
tion is not corrected. Such holding company
or subsidiary shall have the burden of proving
by a preponderence 12 of the evidence that an
error was inadvertent and unintentional and
that a report was inadvertently transmitted or
published late.
(2) Second tier

Any savings and loan holding company, and
any subsidiary of such holding company,
which—

(A) fails to submit or publish any report or
information required under this section or
under regulations prescribed by the Direc-
tor, within the period of time specified by
the Director; or

(B) submits or publishes any false or mis-
leading report or information,

in a manner not described in paragraph (1)
shall be subject to a penalty of not more than
$20,000 for each day during which such failure
continues or such false or misleading informa-
tion is not corrected.
(3) Third tier

If any savings and loan holding company or
any subsidiary of such a holding company
knowingly or with reckless disregard for the
accuracy of any information or report de-
scribed in paragraph (2) submits or publishes
any false or misleading report or information,
the Director may assess a penalty of not more
than $1,000,000 or 1 percent of total assets of
such company or subsidiary, whichever is less,
per day for each day during which such failure
continues or such false or misleading informa-
tion is not corrected.
(4) Assessment

Any penalty imposed under paragraph (1),
(2), or (3) shall be assessed and collected by the

Director in the manner provided in subpara-
graphs (E), (F), (G), and (I) of section 8(i)(2) of
the Federal Deposit Insurance Act [12 U.S.C.
1818(i)(2)(E), (F), (G), (I)] (for penalties im-
posed under such section) and any such assess-
ment (including the determination of the
amount of the penalty) shall be subject to the
provisions of such subsection.

(5) Hearing
Any savings and loan holding company or

any subsidiary of such a holding company
against which any penalty is assessed under
this subsection shall be afforded a hearing if
such savings and loan holding company or
such subsidiary, as the case may be, submits a
request for such hearing within 20 days after
the issuance of the notice of assessment. Sec-
tion 8(h) of the Federal Deposit Insurance Act
[12 U.S.C. 1818(h)] shall apply to any proceed-
ing under this subsection.

(s) Mergers, consolidations, and other acquisi-
tions authorized

(1) In general
Subject to sections 5(d)(3) and 18(c) of the

Federal Deposit Insurance Act [12 U.S.C.
1815(d)(3), 1828(c)] and all other applicable
laws, any Federal savings association may ac-
quire or be acquired by any insured depository
institution.

(2) Expedited approval of acquisitions
(A) In general

Any application by a savings association
to acquire or be acquired by another insured
depository institution which is required to
be filed with the Director under any applica-
ble law or regulation shall be approved or
disapproved in writing by the Director be-
fore the end of the 60-day period beginning
on the date such application is filed with the
agency.

(B) Extension of period
The period for approval or disapproval re-

ferred to in subparagraph (A) may be ex-
tended for an additional 30-day period if the
Director determines that—

(i) an applicant has not furnished all of
the information required to be submitted;
or

(ii) in the Director’s judgment, any ma-
terial information submitted is substan-
tially inaccurate or incomplete.

(3) ��Acquire�� defined
For purposes of this subsection, the term

‘‘acquire’’ means to acquire, directly or indi-
rectly, ownership or control through a merger
or consolidation or an acquisition of assets or
assumption of liabilities, provided that follow-
ing such merger, consolidation, or acquisition,
an acquiring insured depository institution
may not own the shares of the acquired in-
sured depository institution.

(4) Regulations
(A) Required

The Director shall prescribe such regula-
tions as may be necessary to carry out para-
graph (1).
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(B) Effective date
The regulations required under subpara-

graph (A) shall—
(i) be prescribed in final form before the

end of the 90-day period beginning on De-
cember 19, 1991; and

(ii) take effect before the end of the 120-
day period beginning on December 19, 1991.

(5) Limitation
No provision of this section shall be con-

strued to authorize a national bank or any
subsidiary thereof to engage in any activity
not otherwise authorized under the National
Bank Act [12 U.S.C. 21 et seq.] or any other
law governing the powers of a national bank.

(t) Exemption for bank holding companies
This section shall not apply to a bank holding

company that is subject to the Bank Holding
Company Act of 1956 [12 U.S.C. 1841 et seq.], or
any company controlled by such bank holding
company.

(June 13, 1933, ch. 64, § 10, as added Pub. L. 100–86,
title IV, § 404(a), Aug. 10, 1987, 101 Stat. 609;
amended Pub. L. 101–73, title III, §§ 301, 303(a),
title IX, §§ 905(j), 907(k), Aug. 9, 1989, 103 Stat.
318, 343, 462, 475; Pub. L. 102–242, title II, § 211,
title IV, §§ 437–440, title V, § 502(a), Dec. 19, 1991,
105 Stat. 2298, 2381, 2392; Pub. L. 102–550, title
XVI, §§ 1606(f)(4), 1607(b), Oct. 28, 1992, 106 Stat.
4088, 4089; Pub. L. 104–201, div. A, title X, § 1077,
Sept. 23, 1996, 110 Stat. 2664; Pub. L. 104–208, div.
A, title II, §§ 2201(b)(2), 2203(a)–(c), 2303(e), (g),
2704(d)(12)(B), Sept. 30, 1996, 110 Stat. 3009–403,
3009–404, 3009–424, 3009–425, 3009–490; Pub. L.
106–102, title IV, § 401(a), (b), title VI, § 604(d),
Nov. 12, 1999, 113 Stat. 1434, 1436, 1452; Pub. L.
106–569, title XII, §§ 1201(b)(2), 1202, Dec. 27, 2000,
114 Stat. 3032.)

REFERENCES IN TEXT

Sections 406 and 408 of the National Housing Act, re-
ferred to in subsecs. (c)(3)(B)(i)(I), (6)(C)(i), (iv),
(e)(1)(A)(iii)(VI), and (q)(1)(F), which were classified to
sections 1729 and 1730a of this title, respectively, were
repealed by Pub. L. 101–73, title IV, § 407, Aug. 9, 1989,
103 Stat. 363.

The antitrust laws, referred to in subsec. (k), are
classified generally to chapter 1 (§ 1 et seq.) of Title 15,
Commerce and Trade.

The Bank Holding Company Act of 1956, referred to in
subsecs. (a)(1)(D)(ii), (e)(1)(B)(iii), (m)(3)(C), and (t), is
act May 9, 1956, ch. 240, 70 Stat. 133, as amended, which
is classified principally to chapter 17 (§ 1841 et seq.) of
this title. For complete classification of this Act to the
Code, see Short Title note set out under section 1841 of
this title and Tables.

The Federal Deposit Insurance Act, referred to in
subsec. (m)(3)(E), is act Sept. 21, 1950, ch. 967, § 2, 64
Stat. 873, as amended, which is classified generally to
chapter 16 (§ 1811 et seq.) of this title. For complete
classification of this Act to the Code, see Short Title
note set out under section 1811 of this title and Tables.

Section 1465 of this title, referred to in subsec.
(m)(4)(B)(iii), was repealed by Pub. L. 106–569, title XII,
§ 1201(a), Dec. 27, 2000, 114 Stat. 3032.

The National Bank Act, referred to in subsec. (s)(5),
is act June 3, 1864, ch. 106, 13 Stat. 99, as amended,
which is classified principally to chapter 2 (§ 21 et seq.)
of this title. For complete classification of this Act to
the Code, see References in Text note set out under sec-
tion 38 of this title.

CODIFICATION

The directory language of sections 905(j) and 907(k) of
Pub. L. 101–73 amending subsec. (i) of this section re-

sulted in the enactment of two virtually identical pars.
(2) and (3) both relating to civil money penalties and a
par. (5) identical to former par. (4). See 1989 Amend-
ment notes below.

AMENDMENTS

2000—Subsec. (e)(1)(A)(iii). Pub. L. 106–569, § 1202, in
introductory provisions, inserted ‘‘, except with the
prior written approval of the Director,’’ after ‘‘to ac-
quire, by purchase or otherwise, or to retain’’ and sub-
stituted ‘‘acquire or retain, and the Director may not
authorize acquisition or retention of,’’ for ‘‘so acquire
or retain’’.

Subsec. (m)(4)(B)(iii). Pub. L. 106–569, § 1201(b)(2), in-
serted ‘‘as in effect on the day before December 27,
2000,’’ after ‘‘section 1465 of this title,’’.

1999—Subsec. (c)(9). Pub. L. 106–102, § 401(a), added par.
(9).

Subsec. (m)(3)(B)(i)(III), (IV). Pub. L. 106–102,
§ 604(d)(1), redesignated subcl. (IV) as (III) and struck
out heading and text of former subcl. (III). Text read as
follows: ‘‘The savings association shall not be eligible
to obtain new advances from any Federal home loan
bank.’’

Subsec. (m)(3)(B)(ii). Pub. L. 106–102, § 604(d)(2), added
cl. (ii) and struck out heading and text of former cl.
(ii). Text read as follows: ‘‘The following additional re-
strictions shall apply to a savings association begin-
ning 3 years after the date on which the savings asso-
ciation should have become or ceases to be a qualified
thrift lender:

‘‘(I) ACTIVITIES.—The savings association shall not re-
tain any investment (including an investment in any
subsidiary) or engage, directly or indirectly, in any ac-
tivity unless that investment or activity would be per-
missible for the savings association if it were a na-
tional bank, and is also permissible for the savings as-
sociation as a savings association.

‘‘(II) ADVANCES.—The savings association shall repay
any outstanding advances from any Federal home loan
bank as promptly as can be prudently done consistent
with the safe and sound operation of the savings asso-
ciation.’’

Subsec. (o)(5)(E). Pub. L. 106–102, § 401(b), substituted
‘‘subsection (c)(2) or (c)(9)(A)(ii) of this section’’ for
‘‘subsection (c)(2) of this section, except subparagraph
(B)’’.

1996—Subsec. (a)(1)(D). Pub. L. 104–208, § 2203(b),
amended heading and text of subpar. (D) generally.
Prior to amendment, text read as follows: ‘‘The term
‘savings and loan holding company’ means any com-
pany which directly or indirectly controls a savings as-
sociation or controls any other company which is a
savings and loan holding company.’’

Subsec. (e)(1)(A)(iii)(VII). Pub. L. 104–208,
§ 2704(d)(12)(B)(i), which directed insertion of ‘‘or’’ at
end, was not executed. See Effective Date of 1996
Amendment note below.

Pub. L. 104–208, § 2203(c)(1), inserted ‘‘or’’ at end.
Subsec. (e)(1)(A)(iv). Pub. L. 104–208,

§ 2704(d)(12)(B)(ii), which directed insertion of ‘‘and’’ at
end, was not executed. See Effective Date of 1996
Amendment note below.

Pub. L. 104–208, § 2203(c)(2), inserted ‘‘and’’ at end.
Subsec. (e)(1)(B). Pub. L. 104–208, § 2704(d)(12)(B)(iii),

which directed substitution of ‘‘Deposit Insurance
Fund’’ for ‘‘Savings Association Insurance Fund or
Bank Insurance Fund’’, was not executed. See Effective
Date of 1996 Amendment note below.

Subsec. (e)(1)(B)(iii). Pub. L. 104–208, § 2203(c)(3), added
cl. (iii).

Subsec. (e)(2). Pub. L. 104–208, § 2704(d)(12)(B)(iv),
which directed substitution of ‘‘Deposit Insurance
Fund’’ for ‘‘Savings Association Insurance Fund or the
Bank Insurance Fund’’, was not executed. See Effective
Date of 1996 Amendment note below.

Subsec. (m)(1). Pub. L. 104–208, § 2203(e)(3), added sub-
par. (A), redesignated existing provisions as subpar. (B),
and redesignated former subpars. (A) and (B) as cls. (i)
and (ii), respectively, of subpar. (B).
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Subsec. (m)(3)(E). Pub. L. 104–208, § 2704(d)(12)(B)(v),
which directed the amendment of par. (3) by striking
subpar. (E) and redesignating subpar. (F) as (E), was
not executed. See Effective Date of 1996 Amendment
note below.

Subsec. (m)(3)(F). Pub. L. 104–208, § 2704(d)(12)(B)(v),
which directed the amendment of par. (3) by redesig-
nating subpar. (F) as (E), was not executed. See Effec-
tive Date of 1996 Amendment note below.

Pub. L. 104–201 substituted ‘‘associations serving cer-
tain’’ for ‘‘association serving transient’’ in heading,
substituted ‘‘company if’’ for ‘‘company if—’’ and cl.
(i), struck out cl. (ii) designation before ‘‘at least 90’’,
and substituted ‘‘members’’ for ‘‘officers’’ in two
places. Prior to amendment, cl. (i) read as follows: ‘‘the
savings and loan holding company is a reciprocal inter-
insurance exchange that acquired control of the in-
sured institution before January 1, 1984; and’’.

Subsec. (m)(3)(G), (H). Pub. L. 104–208,
§ 2704(d)(12)(B)(v), which directed the amendment of par.
(3) by redesignating subpars. (G) and (H) as (F) and (G),
respectively, was not executed. See Effective Date of
1996 Amendment note below.

Subsec. (m)(4). Pub. L. 104–208, § 2303(g)(1), substituted
‘‘subsection, the following definitions apply:’’ for ‘‘sub-
section—’’ in introductory provisions.

Subsec. (m)(4)(C)(ii)(VII). Pub. L. 104–208,
§ 2303(g)(2)(A), added subcl. (VII).

Subsec. (m)(4)(C)(iii)(VI). Pub. L. 104–208,
§ 2303(g)(2)(B), added cl. (VI) and struck out former cl.
(VI) which read as follows: ‘‘Loans for personal, family,
household, or educational purposes, but the dollar
amount treated as qualified thrift investments under
this subclause may not exceed the amount which is
equal to 10 percent of the savings association’s port-
folio assets.’’

Subsec. (m)(4)(D), (E). Pub. L. 104–208, § 2303(g)(3),
added subpars. (D) and (E).

Subsec. (s)(2)(A). Pub. L. 104–208, § 2201(b)(2), sub-
stituted ‘‘under any’’ for ‘‘under section 5(d)(3) of the
Federal Deposit Insurance Act or any other’’.

Subsec. (t). Pub. L. 104–208, § 2203(a), added subsec. (t).
1992—Subsec. (m)(1), (3)(D). Pub. L. 102–550, § 1606(f)(4),

amended Pub. L. 102–242, § 437. See 1991 Amendment
note below.

Subsecs. (s), (t). Pub. L. 102–550, § 1607(b), redesignated
subsec. (t) as (s).

1991—Subsec. (e)(1). Pub. L. 102–242, § 211(1), inserted
after subpar. (B) ‘‘Consideration of the managerial re-
sources of a company or savings association under sub-
paragraph (B) shall include consideration of the com-
petence, experience, and integrity of the officers, direc-
tors, and principal shareholders of the company or as-
sociation.’’

Subsec. (e)(2). Pub. L. 102–242, § 211(2)(A), inserted
after second sentence ‘‘Consideration of the managerial
resources of a company or savings association shall in-
clude consideration of the competence, experience, and
integrity of the officers, directors, and principal share-
holders of the company or association.’’

Subsec. (e)(2)(C), (D). Pub. L. 102–242, § 211(2)(B)–(D),
added subpars. (C) and (D).

Subsec. (m)(1)(A). Pub. L. 102–242, § 437(b)(1), as added
by Pub. L. 102–550, § 1606(f)(4)(B), substituted ‘‘65 per-
cent’’ for ‘‘70 percent’’.

Subsec. (m)(1)(B). Pub. L. 102–242, § 437(a), as amended
by Pub. L. 102–550, § 1606(f)(4)(A), amended subpar. (B)
generally. Prior to amendment, subpar. (B) read as fol-
lows: ‘‘the savings association’s qualified thrift invest-
ments continue to equal or exceed 70 percent of the sav-
ings association’s portfolio assets, as measured by a
daily or weekly average of such qualified thrift invest-
ments and such portfolio assets, for the 2-year period
beginning on July 1, 1991, and for each 2-year period
thereafter.’’

Subsec. (m)(3)(D). Pub. L. 102–242, § 437(b)(2), as added
by Pub. L. 102–550, § 1606(f)(4)(B), substituted ‘‘on a
monthly average basis in 9 out of the preceding 12
months’’ for ‘‘for the preceding 2-year period’’.

Subsec. (m)(4)(B)(iii). Pub. L. 102–242, § 438, sub-
stituted ‘‘20 percent’’ for ‘‘10 percent’’.

Subsec. (m)(4)(C)(ii). Pub. L. 102–242, § 439(1), added
subcl. (VI).

Subsec. (m)(4)(C)(iii)(VI). Pub. L. 102–242, § 440(a), sub-
stituted ‘‘10 percent’’ for ‘‘5 percent’’.

Subsec. (m)(4)(C)(iii)(VII). Pub. L. 102–242, § 439(2),
added subcl. (VII).

Subsec. (m)(4)(C)(iv). Pub. L. 102–242, § 440(b), sub-
stituted ‘‘20 percent’’ for ‘‘15 percent’’.

Subsec. (t). Pub. L. 102–242, § 502(a), added subsec. (t).
1989—Pub. L. 101–73, § 301, amended section generally,

substituting subsecs. (a) to (r) relating to regulation of
holding companies for former subsecs. (a) to (d) relat-
ing to thrift industry recovery regulations.

Subsec. (i)(1). Pub. L. 101–73, § 907(k)(1), added par. (1)
and struck out former par. (1) which related to criminal
penalties.

Subsec. (i)(2). Pub. L. 101–73, § 907(k)(1), (2), redesig-
nated par. (3) as (2) and struck out former par. (2) which
related to penalties for making false entries.

Subsec. (i)(3), (4). Pub. L. 101–73, § 907(k)(2), (3), redes-
ignated par. (4), relating to notice after separation
from service, as (3) and amended par. (3) generally, sub-
stituting provisions relating to and penalties for provi-
sions relating to notice after separation from service.
Former par. (3) redesignated (2). See Codification note
above.

Subsec. (i)(5). Pub. L. 101–73, § 905(j), added par. (5).
Subsec. (m). Pub. L. 101–73, § 303(a), amended subsec.

(m) generally, revising and restating as pars. (1) to (7)
provisions of former pars. (1) to (6).

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by section 2704(d)(12)(B) of Pub. L.
104–208 effective Jan. 1, 1999, if no insured depository in-
stitution is a savings association on that date, see sec-
tion 2704(c) of Pub. L. 104–208, set out as a note under
section 1821 of this title.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.

EFFECTIVE DATE OF 1989 AMENDMENT

Section 303(b) of Pub. L. 101–73 provided that: ‘‘The
amendment made by subsection (a) [amending this sec-
tion] shall take effect on July 1, 1991.’’

Amendment by section 301 of Pub. L. 101–73 relating
to civil penalties applicable with respect to violations
committed and activities engaged in after Aug. 9, 1989,
except that the increased maximum civil penalties of
$5,000 and $25,000 per violation or per day may apply to
such violations or activities committed or engaged in
before such date with respect to an institution if such
violations or activities (1) are not already subject to a
notice issued by the appropriate Federal banking agen-
cy or the Board (initiating an administrative proceed-
ing); and (2) occurred after the completion of the last
report of examination of the institution by the appro-
priate Federal banking agency (as defined in section
1813 of this title) occurring before Aug. 9, 1989, see sec-
tion 305(c) of Pub. L. 101–73, set out as a note under sec-
tion 1461 of this title.

Amendment by section 907(k) of Pub. L. 101–73 appli-
cable to conduct engaged in after Aug. 9, 1989, except
that increased maximum penalties of $5,000 and $25,000
may apply to conduct engaged in before such date if
such conduct is not already subject to a notice issued
by the appropriate agency and occurred after comple-
tion of the last report of the examination of the insti-
tution by the appropriate agency occurring before Aug.
9, 1989, see section 907(l) of Pub. L. 101–73, set out as a
note under section 93 of this title.

SAVINGS PROVISION

Section 302 of title III of Pub. L. 101–73 provided that:
‘‘Notwithstanding the amendment made by this title to
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section 10 of the Home Owners’ Loan Act [12 U.S.C.
1467a] and the repeal of section 416 of the National
Housing Act [12 U.S.C. 1730i]—

‘‘(1) any plan approved by the Federal Home Loan
Bank Board under such section 10 for any Federal
savings association shall continue in effect as long as
such association adheres to the plan and continues to
submit to the Director of the Office of Thrift Super-
vision regular and complete reports on the associa-
tion’s progress in meeting the association’s goals
under the plan; and

‘‘(2) any plan approved by the Federal Savings and
Loan Insurance Corporation under such section 416
for any State savings association shall continue in ef-
fect as long as such association adheres to the plan
and continues to submit to the Federal Deposit Insur-
ance Corporation regular and complete reports on the
association’s progress in meeting the savings associa-
tion’s goals under the plan.’’

RULE OF CONSTRUCTION FOR CERTAIN APPLICATIONS

Pub. L. 106–102, title IV, § 401(c), Nov. 12, 1999, 113
Stat. 1436, provided that:

‘‘(1) IN GENERAL.—In the case of a company that—
‘‘(A) submits an application with the Director of

the Office of Thrift Supervision before the date of the
enactment of this Act [Nov. 12, 1999] to convert a
State-chartered trust company controlled by such
company on May 4, 1999, to a savings association; and

‘‘(B) controlled a subsidiary on May 4, 1999, that
had submitted an application to the Director on Sep-
tember 2, 1998;

the company (including any subsidiary controlled by
such company as of such date of enactment [Nov. 12,
1999]) shall be treated as having filed such conversion
application with the Director before May 4, 1999, for
purposes of section 10(c)(9)(C) of the Home Owners’
Loan Act [12 U.S.C. 1467a(c)(9)(C)] (as added by sub-
section (a)).

‘‘(2) DEFINITIONS.—For purposes of paragraph (1), the
terms ‘company’, ‘control’, ‘savings association’, and
‘subsidiary’ have the meanings given those terms in
section 10 of the Home Owners’ Loan Act.’’

ASSOCIATIONS THAT HAVE PREVIOUSLY FAILED TO
REMAIN QUALIFIED THRIFT LENDERS

Section 303(c) of Pub. L. 101–73 provided that: ‘‘If, as
of June 30, 1991, any savings association is subject to
any provision of section 10(m)(3) of the Home Owners’
Loan Act [12 U.S.C. 1467a(m)(3)] as in effect on that
date, the amendment to this subsection made by sec-
tion 303 of the Financial Institutions Reform, Recov-
ery, and Enforcement Act of 1989 [Pub. L. 101–73], shall
not be construed as reducing the period specified in sec-
tion 10(m)(3) of such Act.’’

CAPITAL RECOVERY; SUBMISSION OF PROPOSED REGULA-
TIONS TO CONGRESS; EFFECTIVE DATE; STUDY, RE-
PORT, AND CONGRESSIONAL REVIEW

Section 404(c)–(e) of Pub. L. 100–86 required the Fed-
eral Home Loan Bank Board and the Federal Savings
and Loan Insurance Corporation to each submit a re-
port to Congress containing the proposed regulations
required to be prescribed under 12 U.S.C. 1467a and 1730i
of this title not later than the end of the 90-day period
beginning on Aug. 10, 1987; required the regulations to
be implemented not later than the end of the 150-day
period beginning on Aug. 10, 1987; and required, not
later than Jan. 31, 1989, a detailed evaluation of, and re-
port the effectiveness of, the regulations in achieving
an increased level of capitalization for thrift institu-
tions.

SUNSET AND SAVINGS PROVISION

Section ceases to be effective on date that notice of
completion of all net new borrowing by Financing Cor-
poration is published in Federal Register [Mar. 30, 1992,
57 F.R. 10763], with such termination not to be con-
strued to affect or limit any authority of Federal Home

Loan Bank Board or Federal Savings and Loan Insur-
ance Corporation to prescribe any regulation or engage
in any activity with respect to any association or in-
sured institution under any other provision of law, see
section 416 of Pub. L. 100–86, set out as a note under sec-
tion 1441 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1462, 1464, 1467,
1468, 1813, 1817, 1820a, 1823, 1828b, 1841, 1843, 3204 of this
title; title 7 section 6f; title 15 sections 18a, 77c, 78o–5,
78q.

§ 1468. Transactions with affiliates; extensions of
credit to executive officers, directors, and
principal shareholders

(a) Affiliate transactions
(1) In general

Sections 23A and 23B of the Federal Reserve
Act [12 U.S.C. 371c and 371c–1] shall apply to
every savings association in the same manner
and to the same extent as if the savings asso-
ciation were a member bank (as defined in
such Act [12 U.S.C. 221 et seq.]), except that—

(A) no loan or other extension of credit
may be made to any affiliate unless that af-
filiate is engaged only in activities described
in section 1467a(c)(2)(F)(i) of this title; and

(B) no savings association may enter into
any transaction described in section
23A(b)(7)(B) of the Federal Reserve Act with
any affiliate other than with respect to
shares of a subsidiary.

(2) Sister bank exemption made available to
savings associations

(A) Savings associations controlled by bank
holding companies

Every savings association more than 80
percent of the voting stock of which is
owned by a company described in section
1467a(c)(8) of this title shall be treated as a
bank for purposes of section 23A(d)(1) and
section 23B of the Federal Reserve Act, if
every savings association and bank con-
trolled by such company complies with all
applicable capital requirements on a fully
phased-in basis and without reliance on
goodwill.

(B) Savings associations generally
Effective on and after January 1, 1995,

every savings association shall be treated as
a bank for purposes of section 23A(d)(1) and
section 23B of the Federal Reserve Act.

(3) Affiliates described
Any company that would be an affiliate (as

defined in sections 23A and 23B of the Federal
Reserve Act) of any savings association if such
savings association were a member bank (as
such term is defined in such Act) shall be
deemed to be an affiliate of such savings asso-
ciation for purposes of paragraph (1).

(4) Additional restrictions authorized
The Director may impose such additional re-

strictions on any transaction between any sav-
ings association and any affiliate of such sav-
ings association as the Director determines to
be necessary to protect the safety and sound-
ness of the savings association.
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(b) Extensions of credit to executive officers, di-
rectors, and principal shareholders

(1) In general
Subsections (g) and (h) of section 22 of the

Federal Reserve Act [12 U.S.C. 375a, 375b] shall
apply to every savings association in the same
manner and to the same extent as if the sav-
ings association were a member bank (as de-
fined in such Act).

(2) Additional restrictions authorized
The Director may impose such additional re-

strictions on loans or extensions of credit to
any director or executive officer of any sav-
ings association, or any person who directly or
indirectly owns, controls, or has the power to
vote more than 10 percent of any class of vot-
ing securities of a savings association, as the
Director determines to be necessary to protect
the safety and soundness of the savings asso-
ciation.

(c) Administrative enforcement
The Director may take enforcement action

with respect to violations of this section pursu-
ant to section 8 or 18(j) of the Federal Deposit
Insurance Act [12 U.S.C. 1818 or 1828(j)], as ap-
propriate.

(June 13, 1933, ch. 64, § 11, formerly § 9, 48 Stat.
135; Apr. 27, 1934, ch. 168, § 15, 48 Stat. 647; renum-
bered § 11, Pub. L. 100–86, title IV, § 402(a), Aug.
10, 1987, 101 Stat. 605; Pub. L. 101–73, title III,
§ 301, Aug. 9, 1989, 103 Stat. 342; Pub. L. 102–242,
title III, § 306(i), Dec. 19, 1991, 105 Stat. 2359; Pub.
L. 103–325, title III, § 316, Sept. 23, 1994, 108 Stat.
2223.)

REFERENCES IN TEXT

The Federal Reserve Act, referred to in subsecs.
(a)(1), (3) and (b)(1), is act Dec. 23, 1913, ch. 6, 38 Stat.
251, as amended, which is classified principally to chap-
ter 3 (§ 221 et seq.) of this title. For complete classifica-
tion of this Act to the Code, see References in Text
note set out under section 226 of this title and Tables.

AMENDMENTS

1994—Subsec. (a)(2)(C). Pub. L. 103–325, § 316(b), struck
out heading and text of subpar. (C) which read as fol-
lows:

‘‘(C) TRANSITION RULE FOR WELL CAPITALIZED SAVINGS
ASSOCIATIONS.—

‘‘(i) IN GENERAL.—A savings association that is well
capitalized (as defined in section 1831o of this title),
as determined without including goodwill in calculat-
ing core capital, shall be treated as a bank for pur-
poses of section 371c(d)(1) of this title and section
371c–1 of this title.

‘‘(ii) LIABILITY OF COMMONLY CONTROLLED DEPOSI-
TORY INSTITUTIONS.—Any savings association that en-
gages under clause (i) in a transaction that would not
otherwise be permissible under this subsection, and
any affiliated insured bank that is commonly con-
trolled (as defined in section 1815(e)(9) of this title),
shall be subject to subsection (e) of section 1815 of
this title as if paragraph (6) of that subsection did not
apply.’’
Pub. L. 103–325, § 316(a), added subpar. (C).
1991—Subsec. (b)(1). Pub. L. 102–242 substituted ‘‘Sub-

sections (g) and (h) of section 22’’ for ‘‘Section 22(h)’’.
1989—Pub. L. 101–73 amended section generally, sub-

stituting subsecs. (a) to (c) relating to affiliate trans-
actions, extensions of credit, and administrative en-
forcement, for former undesignated paragraph relating
to separability of provisions.

1934—Act Apr. 27, 1934, reenacted section without
change.

EFFECTIVE DATE OF 1994 AMENDMENT

Section 316(b) of Pub. L. 103–325 provided that amend-
ment made by that section is effective Jan. 1, 1995.

EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by Pub. L. 102–242 effective upon the ear-
lier of the date on which final regulations under section
306(m)(1) of Pub. L. 102–242 become effective or 150 days
after Dec. 19, 1991, see section 306(l) of Pub. L. 102–242,
set out as a note under section 375b of this title.

TRANSITIONAL RULE FOR CERTAIN TRANSACTIONS WITH
AFFILIATES

Section 304 of Pub. L. 101–73 provided that:
‘‘(a) CONSISTENCY OF CERTAIN REGULATIONS WITH SEC-

TION 23A OF THE FEDERAL RESERVE ACT [12 U.S.C.
371c].—Not later than 6 months after the date of enact-
ment of this Act [Aug. 9, 1989], the Director of the Of-
fice of Thrift Supervision shall revise the Director’s
conflicts regulations so as not to prohibit a thrift insti-
tution from purchasing mortgages from a mortgage-
banking affiliate to the same extent as a member bank
may do so under section 250.250 of title 12, Code of Fed-
eral Regulations.

‘‘(b) TRANSITIONAL PERIOD.—Notwithstanding section
11(a) of the Home Owners’ Loan Act [12 U.S.C. 1468(a)]
(as added by section 301 of this Act), a thrift institution
that, before May 1, 1989, had received approval from the
Federal Savings and Loan Insurance Corporation pur-
suant to section 408(d)(6) of the National Housing Act
[former 12 U.S.C. 1730a(d)(6)] as then in effect to pur-
chase mortgages from a mortgage-banking affiliate
may, during the 6-month period following the date on
which final regulations are prescribed pursuant to sub-
section (a), continue to engage in transactions for
which it had received such approval. Any savings asso-
ciation that engages in such transactions pursuant to
this subsection shall comply with the standards that
were applicable under section 408(d)(6) as in effect on
May 1, 1989.

‘‘(c) AUTHORITY TO EXTEND REGULATORY APPROVALS
THAT WOULD OTHERWISE LAPSE DURING THE TRANSI-
TIONAL PERIOD.—The Director of the Office of Thrift
Supervision may extend until the expiration of the 6-
month period described in subsection (b) any approval
granted by the Federal Savings and Loan Insurance
Corporation that expires or would expire before the ex-
piration of that 6-month period. In determining wheth-
er to grant such exemptions, the Director shall apply
the standards that were applicable under section
408(d)(6) of the National Housing Act [former 12 U.S.C.
1730a(d)(6)] as in effect on May 1, 1989.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1467a, 1831e of
this title.

§ 1468a. Advertising

No savings association shall carry on any sale,
plan, or practices, or any advertising, in viola-
tion of regulations promulgated by the Director.

(June 13, 1933, ch. 64, § 12, as added Pub. L. 101–73,
title III, § 301, Aug. 9, 1989, 103 Stat. 343.)

§ 1468b. Powers of examiners

For the purposes of this chapter, examiners
appointed by the Director shall—

(1) be subject to the same requirements, re-
sponsibilities, and penalties as are applicable
to examiners under the Federal Reserve Act
[12 U.S.C. 221 et seq.] and title LXII of the Re-
vised Statutes; and

(2) have, in the exercise of functions under
this chapter, the same powers and privileges
as are vested in such examiners by law.
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1 See References in Text note below.

(June 13, 1933, ch. 64, § 13, as added Pub. L. 101–73,
title III, § 301, Aug. 9, 1989, 103 Stat. 343.)

REFERENCES IN TEXT

The Federal Reserve Act, referred to in par. (1), is act
Dec. 23, 1913, ch. 6, 38 Stat. 251, as amended, which is
classified principally to chapter 3 (§ 221 et seq.) of this
title. For complete classification of this Act to the
Code, see References in Text note set out under section
226 of this title and Tables.

Title LXII of the Revised Statutes, referred to in par.
(1), consists of R.S. §§ 5133 to 5244, which are classified
to sections 21, 22 to 24a, 25a, 26, 27, 29, 35 to 37, 39, 43,
52, 53, 55 to 57, 59 to 62, 66, 71, 72 to 76, 81, 83 to 86, 90,
91, 93, 93a, 94, 141 to 144, 161, 164, 181, 182, 192 to 194, 196,
215c, 481 to 485, 501, 541, 548, and 582 of this title. See,
also, sections 8, 333, 334, 475, 656, 709, 1004, and 1005 of
Title 18, Crimes and Criminal Procedure. For complete
classification of R.S. §§ 5133 to 5244 to the Code, see
Tables.

§ 1468c. Separability

If any provision of this chapter, or the applica-
tion thereof to any person or circumstances, is
held invalid, the remainder of the chapter, and
the application of such provision to other per-
sons or circumstances, shall not be affected
thereby.

(June 13, 1933, ch. 64, § 14, as added Pub. L. 101–73,
title III, § 301, Aug. 9, 1989, 103 Stat. 343.)

§ 1469. Authority to invest in State housing cor-
porations

The Congress finds that Federal savings and
loan associations and national banks should
have the authority to assist in financing the or-
ganization and operation of any State housing
corporation established under the laws of the
State in which the corporation will carry on its
operation. It is the purpose of this section to
provide a means whereby private financial insti-
tutions can assist in providing housing, particu-
larly for families of low- or moderate-income, by
purchasing stock of and investing in loans to
any such State housing corporation situated in
the particular State in which the Federal sav-
ings and loan association or national bank in-
volved is located.

(Pub. L. 93–100, § 5(a), Aug. 16, 1973, 87 Stat. 343.)

REFERENCES IN TEXT

This section, referred to in text, means section 5 of
Pub. L. 93–100, which enacted this section and section
1470 of this title and amended sections 24 and 1464 of
this title.

CODIFICATION

Section was not enacted as part of the Home Owners’
Loan Act of 1933 which comprises this chapter.

EFFECTIVE DATE

Section 8 of Pub. L. 93–100 provided that: ‘‘The provi-
sions of this Act [enacting this section and sections
1470 and 1832 of this title, amending sections 24, 461
note, 1464, 1725, 1727 and 1828 of this title, and enacting
provisions set out as notes under section 548 of this
title] shall take effect on the thirtieth day after the
date of its enactment [Aug. 16, 1973], except that the
amendments made by sections 1 and 5 [enacting this
section and section 1470 of this title and amending sec-
tions 24, 461 note, and 1464 of this title] shall take effect
on the date of enactment of this Act [Aug. 16, 1973].’’

§ 1470. Federal supervision of insured institu-
tions, State member and nonmember banks;
access to information; definitions

(a)(1) The Federal Savings and Loan Insurance
Corporation with respect to insured institutions,
the Board of Governors of the Federal Reserve
System with respect to State member insured
banks, and the Federal Deposit Insurance Cor-
poration with respect to State nonmember in-
sured banks shall by appropriate rule, regula-
tion, order, or otherwise regulate investment in
State housing corporations.

(2) A State housing corporation in which fi-
nancial institutions invest under the authority
of this section shall make available to the ap-
propriate Federal supervisory agency referred to
in paragraph (1) such information as may be
necessary to insure that investments are prop-
erly made in accordance with this section.

(b) For the purposes of this section and any
Act amended by this section—

(1) The term ‘‘insured institution’’ has the
same meaning as in section 401(a) of the Na-
tional Housing Act [12 U.S.C. 1724(a)].1

(2) The terms ‘‘State member insured
banks’’ and ‘‘State nonmember insured banks’’
have the same meaning as when used in the
Federal Deposit Insurance Act [12 U.S.C. 1811
et seq.].

(3) The term ‘‘State housing corporation’’
means a corporation established by a State for
the limited purpose of providing housing and
incidental services, particularly for families of
low or moderate income.

(4) The term ‘‘State’’ means any State, the
District of Columbia, Guam, the Common-
wealth of Puerto Rico, and the Virgin Islands.

(Pub. L. 93–100, § 5(d), (e), Aug. 16, 1973, 87 Stat.
344.)

REFERENCES IN TEXT

This section, referred to in subsec. (a)(2), refers to
section 5 of Pub. L. 93–100, which enacted this section
and section 1469 of this title and amended sections 24
and 1464 of this title.

This section and any Act amended by this section, re-
ferred to in subsec. (b), are this section and sections 24
par. Seventh, 1464(c), and 1469 of this title.

Section 401(a) of the National Housing Act, referred
to in subsec. (b)(1), which was classified to section 1724
of this title, was repealed by Pub. L. 101–73, title IV,
§ 407, Aug. 9, 1989, 103 Stat. 363.

The Federal Deposit Insurance Act, referred to in
subsec. (b)(2), is act Sept. 21, 1950, ch. 967, § 2, 64 Stat.
873, as amended, which is classified generally to chap-
ter 16 (§ 1811 et seq.) of this title. For complete classi-
fication of this Act to the Code, see Short Title note
set out under section 1811 of this title and Tables.

CODIFICATION

Section was not enacted as part of the Home Owners’
Loan Act of 1933, which comprises this chapter.

Subsecs. (d) and (e) of section 5 of Pub. L. 93–100 have
been designated subsecs. (a) and (b) for purposes of
codification.

EFFECTIVE DATE

Section effective Aug. 16, 1973, see section 8 of Pub. L.
93–100, set out as a note under section 1469 of this title.

TRANSFER OF FUNCTIONS

Federal Savings and Loan Insurance Corporation
abolished and functions transferred, see sections 401 to
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406 of Pub. L. 101–73, set out as a note under section 1437
of this title.

CHAPTER 13�NATIONAL HOUSING

Sec.
1701. Short title.
1701a. Short title of amendment of 1938.
1701b. Short title of amendment of 1942.
1701c. Secretary of Housing and Urban Devel-

opment.
(a) Employment of personnel; dele-

gation of functions.
(b) Omitted.
(c) Additional powers and duties of

Secretary and Federal Home
Loan Bank Board.

(d) Use of funds for library mem-
berships.

1701c–1 to 1701d–3. Omitted or Repealed.
1701d–4. Exchange and assembly of housing and

urban planning and development data;
payment of expenses; acceptance of
funds, services, facilities, materials,
and other donations; approval of Sec-
retary of State for international pro-
grams and activities.

1701e to 1701g–4. Repealed or Omitted.
1701g–5. Revolving fund in connection with liq-

uidating programs.
1701g–5a. Transfer of New Communities Fund as-

sets and liabilities.
1701g–5b. Liquidation of New Communities Pro-

gram; cancellation of debt.
(a) Law applicable.
(b) Availability of revolving fund

moneys for administrative
and other expenses.

(c) Issuance of obligations to Sec-
retary of the Treasury.

(d) Cancellation of obligations.
1701g–5c. Transfer of rehabilitation loan fund as-

sets and liabilities.
1701h. Advisory committees; payment of trans-

portation and other expenses.
1701h–1. Housing for elderly persons advisory

committee.
1701i, 1701i–1, 1701j. Omitted or Repealed.
1701j–1. Builder’s certification as to construc-

tion.
(a) Warranty requirements.
(b) Availability of plans and speci-

fications.
1701j–2. National Institute of Building Sciences.

(a) Congressional findings and dec-
laration of purpose.

(b) Establishment; advice and as-
sistance of Academies-Re-
search Council and other
agencies and organizations
knowledgeable in building
technology.

(c) Board of Directors; number; ap-
pointment; membership;
terms of office; vacancies; ap-
pointment, etc., of Chairman
and Vice Chairman; employ-
ees of United States; travel
and subsistence expenses; ap-
pointment and compensation
of president and other execu-
tive officers and employees;
establishment, membership,
and functions of Consultative
Council.

(d) Financial restrictions and pro-
hibitions.

(e) Exercise of functions and re-
sponsibilities.

Sec.
(f) Contract and grant authoriza-

tion; donations; fees; amounts
received in addition to
amounts appropriated.

(g) Technical findings and perform-
ance criteria and standards;
applicability and use by Fed-
eral departments, agencies,
and establishments, and State
and local governments; sup-
porting grants and contracts.

(h) Advanced Building Technology
Program.

(i) Authorization of appropria-
tions.

(j) Annual report to President for
transmittal to Congress; con-
tents.

1701j–3. Preemption of due-on-sale prohibitions.
(a) Definitions.
(b) Loan contract and terms gov-

erning execution or enforce-
ment of due-on-sale options
and rights and remedies of
lenders and borrowers; as-
sumptions of loan rates.

(c) State prohibitions applicable
for prescribed period; sub-
section (b) provisions applica-
ble upon expiration of such
period; loans subject to State
and Federal regulation or sub-
section (b) provisions when
authorized by State laws or
Federal regulations.

(d) Exemption of specified transfers
or dispositions.

(e) Rules, regulations, and inter-
pretations; future income
bearing loans subject to due-
on-sale options.

(f) Effective date for enforcement
of Corporation-owned loans
with due-on-sale options.

(g) Balloon payments.
1701k. Right to redeem property on which

United States has lien.
1701l. Limitation on interest rates of insured

mortgages; terms of sales.
1701l–1. Mortgage proceeds fraudulently mis-

appropriated by mortgagor; recovery
of deficiency after foreclosure.

1701m. Credit and cancellation of notes trans-
ferred from Reconstruction Finance
Corporation; net loss computation.

1701n. Reduction of vulnerability of congested
urban areas to enemy attack.

1701o. Annual report of Secretary.
1701p. Contents of report to President and Con-

gress.
1701p–1. Periodic report on residential mortgage

delinquencies and foreclosures.
1701q. Supportive housing for the elderly.

(a) Purpose.
(b) General authority.
(c) Forms of assistance.
(d) Term of commitment.
(e) Applications.
(f) Selection criteria.
(g) Provisions of services.
(h) Development cost limitations.
(i) Tenant selection.
(j) Miscellaneous provisions.

(k) Definitions.
(l) Allocation of funds.

(m) Authorization of appropria-
tions.
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Sec.
(m) Authorization of appropria-

tions.
1701q–1. Civil money penalties against mortga-

gors under section 1701q of this title.
(a) In general.
(b) Penalty for violation of agree-

ment as condition of transfer
of physical assets, flexible
subsidy loan, capital improve-
ment loan, modification of
mortgage terms, or workout
agreement.

(c) Violations of regulatory agree-
ment.

(d) Agency procedures.
(e) Judicial review of agency deter-

mination.
(f) Action to collect penalty.
(g) Settlement by Secretary.
(h) ‘‘Knowingly’’ defined.
(i) Regulations.
(j) Deposit of penalties in insur-

ance funds.
1701q–2. Grants for conversion of elderly housing

to assisted living facilities.
(a) Grant authority.
(b) Eligible projects.
(c) Applications.
(d) Funding for services.
(e) Selection criteria.
(f) Section 8 project-based assist-

ance.
(g) Definitions.
(h) Authorization of appropria-

tions.
1701r. Congressional findings respecting hous-

ing for senior citizens.
1701r–1. Pet ownership in assisted rental housing

for the elderly or handicapped.
(a) Restrictions on ownership.
(b) Rules and regulations.
(c) Removal of pets constituting a

nuisance.
(d) ‘‘Federally assisted rental hous-

ing for the elderly or handi-
capped’’ defined.

1701s. Rent supplement payments for qualified
lower income families.

(a) Authorization; maximum term;
maximum aggregate amount.

(b) ‘‘Housing owner’’ defined; limi-
tation on payments to hous-
ing owner.

(c) Definitions.
(d) Annual payment amount.
(e) Criteria and procedure for de-

termining eligibility and
rental charges; recertification
of income; agreements for
services required in selection
of tenants; delegation of au-
thority to issue certificates.

(f) Omitted.
(g) Authority of Secretary.
(h) Authorization of appropria-

tions.
(i) Omitted.
(j) Additional definition of housing

owner; restrictions on pay-
ments.

(k) Repealed.
(l) Additional available assistance

authority.
(m) Payments for benefit of certain

projects having mortgages
made by State or local hous-
ing finance or government
agencies.

Sec.
1701t. Congressional affirmation of national

goal of decent homes and suitable liv-
ing environment for American fami-
lies.

1701u. Economic opportunities for low- and
very low-income persons.

(a) Findings.
(b) Policy.
(c) Employment.
(d) Contracting.
(e) Definitions.
(f) Coordination with other Fed-

eral agencies.
(g) Regulations.

1701v. Congressional findings and declaration
for improved architectural design in
Government housing programs.

1701w. Budget, debt management, and related
counseling services for mortgagors; au-
thorization of appropriations.

1701x. Assistance with respect to housing for
low- and moderate-income families.

(a) Authorization to provide infor-
mation, advice, and technical
assistance; scope of assist-
ance; authorization of appro-
priations.

(b) Loans to nonprofit organiza-
tions or public housing agen-
cies; purpose and terms; re-
payment; authorization of ap-
propriations; deposit of appro-
priations in Low and Mod-
erate Income Sponsor Fund.

(c) Grants for homeownership
counseling organizations.

(d) Prepurchase and foreclosure-
prevention counseling dem-
onstration.

(e) Certification.
(f) Homeownership and rental

counselor training and certifi-
cation programs.

1701y. National Homeownership Foundation.
(a) Creation; purpose; articles of in-

corporation and charter; res-
ervation of right to alter or
amend charter; term; prin-
cipal office; administration as
charitable and educational
foundation; compensation of
officers and employees; con-
tract authority; donations
and grants; payment of prin-
cipal and interest on borrow-
ings.

(b) Board of Directors; appoint-
ment of members; Chairman;
terms of office; reappoint-
ment; compensation and trav-
el expenses; Executive Direc-
tor and other officers; vacan-
cies; by-laws.

(c) Functions; programs to expand
homeownership and housing
opportunities for lower in-
come families; fees for assist-
ance or services.

(d) Grants and loans to public or
private organizations; eligi-
bility; encouragement of co-
operation between organiza-
tions and neighborhoods and
communities.
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Sec.
(e) Coordination of activities and

consultation with Department
of Housing and Urban Devel-
opment and other Federal de-
partments and agencies.

(f) Annual report to the President
and the Congress; contents.

(g) Audit of financial transaction;
access to records; report of
audit; contents of report.

(h) Deposit of funds of Foundation.
(i) Authorization of appropria-

tions.
1701z. New technologies in the development of

housing for lower income families.
(a) Institution of program; assist-

ance to mobile home buyers.
(b) Approval of plans utilizing new

housing technologies; consid-
erations.

(c) Number of dwelling units to be
constructed for each type of
technology; evaluation of
projects.

(d) Transfer of surplus property.
(e) Report of findings; legislative

recommendations.
1701z–1. Research and demonstrations; authoriza-

tion of appropriations; continuing
availability of funds.

1701z–2. Advanced technologies, methods, and
materials for housing construction, re-
habilitation, and maintenance.

(a) General acceptance; costs, re-
duction; health and safety re-
strictions on expanded hous-
ing production.

(b) Experimental construction
under approved housing plans
on Federal or other lands with
view toward ultimate mass
housing production; use of
section 1701z–1 funds and au-
thority.

(c) Acquisition, use, and disposal of
property; transfer of excess
property.

(d) Technical assistance; reports;
general dissemination and
form of reports, data, and in-
formation.

(e) Contracts or grants; authority;
advance and progress pay-
ments; work limitation.

(f) Utilization of facilities of other
agencies; working agree-
ments, cooperative agree-
ments, contract authority, re-
ceipt of funds, and exercise of
section 1701c(c) powers.

(g) Information and data; restric-
tion on use or identification.

1701z–3. Experimental housing allowance pay-
ment program.

(a) Purpose of payments.
(b) Termination date of payments;

termination date for con-
tracts; contracts for perform-
ance of administrative func-
tions.

(c) Report to Congress.
1701z–4. Abandoned properties demonstration

project.
(a) Grants for arrest of incipient

abandonment and revitaliza-
tion of blighted areas.

Sec.
(b) Preferred projects; scope of

projects.
(c) Purchase or lease of project real

estate at fair market value
for new or rehabilitated hous-
ing use; conditions.

(d) Amount of grants; authoriza-
tion of appropriations; con-
tinuing availability of funds;
locality limitation.

(e) Projects as part of urban re-
newal projects for purpose of
application of urban renewal
provisions.

1701z–5. Demonstrations of heating or cooling
residential housing utilizing solar en-
ergy.

(a) Consultation by Secretary with
National Science Foundation;
scope of demonstrations; pow-
ers of Secretary.

(b) Evaluation by Secretary.
1701z–6. Special housing need research and dem-

onstration authority.
(a) Special demonstrations of hous-

ing design, structure, facili-
ties, and amenities to meet
needs of elderly, handicapped,
etc.; contracts, grants, and as-
sistance by Secretary.

(b) Areas of preferential attention.
(c) Utilization of contract and loan

authority of federally assisted
housing programs; setting
aside of development, etc., re-
quirements during testing.

(d) Evaluation of demonstration.
(e) Limitation on amounts avail-

able for research.
1701z–7. Studies to determine extent of need for

counseling to mortgagors; report to
Congress.

1701z–8. Energy conservation and renewable-re-
source demonstration.

(a) National demonstration pro-
gram; purpose.

(b) Financial assistance to owners
and tenants of dwelling units;
authorization of Secretary.

(c) Duties of Secretary.
(d) Limitations on grants; modi-

fication and exceptions to
limitation; eligibility.

(e) Conditions upon availability of
financial assistance.

(f) Implementation of program.
(g) Interim and final reports on

program progress, findings,
and legislative recommenda-
tions; criteria for evaluation
of projects.

(h) Report on evaluation criteria to
be used and results sought
prior to funding of projects.

(i) Definitions.
(j) Authorization of appropria-

tions.
1701z–9. Expansion of home ownership opportuni-

ties in urban areas.
1701z–10. Model rehabilitation guidelines in in-

spection and approval of rehabilitated
properties; report to Congress.

1701z–10a. Biennial survey of economic and housing
market conditions.

1701z–11. Management and disposition of multi-
family housing projects.
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Sec.
(a) Goals.
(b) Definitions.
(c) Disposition of property.
(d) Management and maintenance

of properties.
(e) Required assistance.
(f) Discretionary assistance.
(g) Protection for unassisted very

low-income tenants.
(h) Contract requirements.
(i) Right of first refusal for local

and State government agen-
cies.

(j) Displacement of tenants and re-
location assistance.

(k) Mortgage and project sales.
(l) Report to Congress.

1701z–12. Housing access.
1701z–13. Solar energy for single-family and multi-

family housing units.
(a) Purpose.
(b) Cost-effective and economically

feasible solar energy systems;
‘‘solar energy system’’ de-
fined.

(c) Matters considered.
(d) Report to Congress.

1701z–14. Lower cost technology demonstration
program.

1701z–15. Approval of individual residential water
purification or treatment units.

(a) In general.
(b) Approval process.

SUBCHAPTER I—HOUSING RENOVATION AND
MODERNIZATION

1702. Administrative provisions.
1702a. Repealed.
1703. Insurance of financial institutions.
1704. Repealed.
1705. Allocation of funds.
1706, 1706a. Repealed.
1706b. Taxation of real property held by Sec-

retary.
1706c. Insurance of mortgages.

(a) Supplemental system; limita-
tion on amount; termination
of authority.

(b) Eligibility conditions.
(c) Premium charge.
(d) Release of mortgagor.
(e) Conclusiveness of insurance

contract as to eligibility.
(f) Rights of mortgagee upon fore-

closure.
(g) Applicability of other sections.

1706d. Applicability.
1706e. Repealed.

SUBCHAPTER II—MORTGAGE INSURANCE

1707. Definitions.
1708. Federal Housing Administration oper-

ations.
(a) Mutual Mortgage Insurance

Fund.
(b) Advisory Board.
(c) Mortgagee Review Board.
(d) Coordination of GNMA and FHA

withdrawal action.
(e) Appraisal standards.

1709. Insurance of mortgages.
(a) Authorization.
(b) Eligibility for insurance; mort-

gage limits.
(c) Premium charges.

Sec.
(d) Increase in maximum amount

of mortgage.
(e) Contract of insurance as evi-

dence of eligibility.
(f) Disclosure of other mortgage

products.
(g) Limitation on use of single fam-

ily mortgage insurance by in-
vestors.

(h) Disaster housing.
(i) Single-family housing in out-

lying areas.
(j) Real estate loans by national

banks.
(k) Rehabilitation of one- to four-

family structures; definitions;
eligibility; refinancing and
extension; General Insurance
Fund.

(l), (m) Repealed.
(n) Cooperative housing projects;

definitions.
(o) Insurance of mortgages on

owner occupied homes in com-
munities subject to adverse
economic conditions resulting
from Indian claims to owner-
ship of land; obligation of
Special Risk Insurance Fund.

(p) Insurance of mortgages in com-
munities subject to tem-
porary adverse economic con-
ditions as a result of claims to
ownership of land in the com-
munity by an American In-
dian Tribe, band, or nation;
eligibility, authorities, etc.

(q) Insurance of mortgages secured
by property on certain lands
leased by Seneca Nation of
New York Indians.

(r) Actions to reduce losses under
single family mortgage insur-
ance program.

(s) Suspension or revocation of ap-
proval of mortgagee; notice
and statement of reasons.

(t) Disclosure regarding interest
due upon mortgage prepay-
ment.

(u) Accountability of mortgage
lenders.

(v) Use of FHA insurance with as-
sistance under 42 U.S.C. 1437f.

(w) Annual report.
(x) Management deficiencies re-

port.
1709–1. Repealed.
1709–1a. State constitutional and legal limits

upon interest chargeable on loans,
mortgages, or other interim financing
arrangements; applicability; covered
arrangements.

1709–2. Equity skimming; penalty; persons lia-
ble; one dwelling exemption.

1709a. Determination of loan-to-value ratios.
1709b. Repealed.
1710. Payment of insurance.

(a) In general.
(b) Consent to release of mortgagor

or property.
(c) Debentures; form and amounts.
(d) Debentures; issuance; nego-

tiability; terms; tax exemp-
tions.

(e) Certificate of claim.
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Sec.
(f) Division of excess proceeds; set-

tlement of certificates of
claims and refunds to mortga-
gors.

(g) Handling and disposal of prop-
erty; settlement of claims.

(h) Disposition of assets in revital-
ization areas.

(i) Mortgagor’s or mortgagee’s in-
terest in property or claim
conveyed.

(j) Foreclosure; payment and ces-
sation of obligation.

(k) Repealed.
(l) Nullification of right of redemp-

tion of single family mortga-
gors.

1711. General Surplus and Participating Re-
serve Accounts.

(a) Establishment; abolishment of
General Reinsurance Account.

(b) Credits and charges.
(c) Distribution of funds to termi-

nating mortgagors.
(d) Rights and liabilities.
(e) Actuarial status of entire Fund.
(f) Capital ratio for Mutual Mort-

gage Insurance Fund.
(g) Annual independent audit of

Mutual Mortgage Insurance
Fund.

(h) Adjustment of premiums.
1712. Investment of funds.
1712a. Indexing of FHA multifamily housing

loan limits.
(a) Method of indexing.
(b) Notification.

1713. Rental housing insurance.
(a) Definitions.
(b) Insurance of additional mort-

gages.
(c) Eligibility for insurance; mort-

gage limits.
(d) Premium, appraisal, and inspec-

tion charges.
(e) Adjusted premium charge on

payment of mortgage.
(f) Repealed.
(g) Payment of insurance after de-

fault.
(h) Certificate of claim; division of

excess proceeds.
(i) Debentures; execution; nego-

tiability; terms; tax exemp-
tions.

(j) Debentures; form and amounts.
(k) Acquisition of property by con-

veyance or foreclosure.
(l) Handling and disposal of prop-

erty; settlement of claims.
(m) Repealed.
(n) Default or payment; rights of

parties.
(o) Reissue of prior insurance.

(p), (q) Repealed.
(r) Service charge for mortgages

assigned to and held by the
Secretary.

1714. Taxation.
1715. Statistical and economic surveys.
1715a. Repealed.
1715b. Rules and regulations.
1715c. Labor standards.
1715d. Insurance of mortgages on property in

Alaska, Guam, Hawaii, and Virgin Is-
lands.

Sec.
1715e. Cooperative housing insurance.

(a) Projects insurable.
(b) Eligibility conditions for

projects under subsection
(a)(1) of this section.

(c) Eligibility conditions for
projects under subsection
(a)(2) of this section.

(d) Amortization; release from
mortgage lien; individual in-
surance; commercial and com-
munity facilities.

(e) Applicability of sections 1710
and 1713 of this title.

(f) Technical advice and assist-
ance.

(g) Housing projects designed for
single person occupancy.

(h) Failure to sell to a nonprofit or-
ganization.

(i) Mortgages executed by con-
sumer cooperatives covering
existing structures.

(j) Insurance of supplementary co-
operative loans.

(k) Cooperative Management Hous-
ing Insurance Fund.

(l) General Surplus Account; Par-
ticipating Reserve Account.

(m) Transfer of insurance to Man-
agement Fund.

(n) Payment of premium charges in
debentures.

(o) Transfer of funds between Man-
agement Fund and General In-
surance Fund; investment of
monies.

(p) Increase in maximum mortgage
amounts for solar energy sys-
tems and energy conservation
measures.

1715f. Process of applications and issuance of
commitments.

1715g. Insurance of mortgage where mortgagor
is not occupant of property.

1715h to 1715j. Repealed.
1715k. Rehabilitation and neighborhood con-

servation housing insurance.
(a) Purpose of section.
(b) Authorization.
(c) Definitions.
(d) Eligibility for insurance; condi-

tions; limits.
(e) Release of mortgagor or part of

property.
(f) Entitlement of mortgagee to

benefits; payment in cash or
debentures; acquisition of
mortgages; applicability of
other provisions.

(g) Repealed.
(h) Home improvement loans; eligi-

bility; conditions; refinanc-
ing; premium charge; de-
faults; debentures; exception;
limitation.

1715l. Housing for moderate income and dis-
placed families.

(a) Purpose.
(b) Authorization.
(c) Definitions.
(d) Eligibility for insurance; condi-

tions; limits.
(e) ‘‘Mortgagor’’ defined; release of

mortgagor or part of prop-
erty.
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Sec.
(f) Compliance with standards;

nondwelling facilities in
projects in urban renewal
areas; number of family units;
premium charges; housing for
low-income purchasers; expi-
ration of mortgage insurance
authority; ‘‘family’’ defined;
single occupants in subsection
(d)(3) housing; use of certain
housing facilities for class-
room purposes; return of ad-
vances for capital improve-
ments.

(g) Entitlement of mortgagee to
benefits; applicability of
other provisions; debentures;
‘‘going Federal rate’’ defined;
transfer of original credit in-
strument.

(h) Insurance of mortgages to fi-
nance purchase and rehabili-
tation by nonprofit organiza-
tions of housing for resale to
low-income purchasers, and
insurance of mortgages exe-
cuted for the purpose of fi-
nancing rehabilitation or im-
provement of dwellings owned
and occupied by mortgagors
who purchased from nonprofit
organizations.

(i) Conversion of insured project to
plan of family unit ownership;
sale of units; agreements for
maintenance; release from
lien of project mortgage; in-
surance of mortgages financ-
ing purchase of individual
family units; eligibility for
insurance; definitions.

(j) Conversion of insured rental
projects to cooperatives; eligi-
bility for membership; insur-
ance of cooperative mortgages
financing purchase of
projects; eligibility for insur-
ance.

(k) Increase in maximum insurance
amounts for costs incurred
from solar energy systems
and energy conservation
measures.

(l) Rental charges; ‘‘eligible multi-
family housing’’ defined.

1715m. Mortgage insurance for servicemen.
(a) Purpose; housing certificates.
(b) Eligibility of mortgage for in-

surance.
(c) Manner of acceptance; payment

of premiums.
(d) Entitlement of mortgagee to

benefits.
(e) Applicability of other provi-

sions.
(f) Transfer of insurance on mort-

gages covering single-family
dwellings or one-family units
in condominium projects if
mortgage is assumed by serv-
iceman.

(g) Extension of period of owner-
ship where serviceman dies
while on active duty.

1715n. Miscellaneous mortgage insurance.
(a) Projects covered.

Sec.
(b) Insurance of mortgages given to

refinance mortgages covering
existing property or projects
in urban renewal areas.

(c) Insurance of certain assigned
mortgages.

(d) Insurance of loans made to
cover operating losses of cer-
tain projects having existing
mortgages insured by Sec-
retary.

(e) Insurance of mortgages exe-
cuted in connection with re-
pair, rehabilitation, construc-
tion, or purchase of property
in older, declining urban
areas.

(f) Insurance of mortgages exe-
cuted in connection with pur-
chase or refinancing of exist-
ing multifamily housing proj-
ect; refinancing of existing
debt of existing hospital, or
purchase or refinancing of
rental rehabilitated property;
terms and conditions, etc.

(g) Insurance of mortgages cover-
ing multifamily housing
projects including units not
self-contained.

1715o. Interest rate on debentures; method of
establishment.

1715p. Insurance of advances under open-end
mortgages; payment of charges; eligi-
bility and conditions.

1715q. Delivery of statement of appraisal or es-
timates to home buyers.

1715r. Requirement of builder’s cost certifi-
cation; definitions.

1715s. Transferred.
1715t. Voluntary termination of insurance.
1715u. Authority to assist mortgagors in de-

fault.
(a) Loss mitigation.
(b) Payment of partial claim.
(c) Assignment.
(d) Prohibition of judicial review.
(e) Repealed.
(f) Applicability of other laws.

1715v. Insurance of mortgages for housing for
elderly persons.

(a) Purpose; definitions.
(b) Authorization.
(c) Eligibility for insurance; maxi-

mum amount of mortgage;
terms and conditions.

(d) Release of part of mortgaged
property or project from lien;
preferences and priorities in
rental of dwellings.

(e) Applicability of other laws.
(f) Handicapped family units and

facilities; rental preference or
priority.

1715w. Mortgage insurance for nursing homes,
intermediate care facilities, and board
and care homes.

(a) Purpose.
(b) Definitions.
(c) Authorization.
(d) Terms and conditions; limita-

tion on maximum amount of
mortgage; amortization; in-
terest; certification from
State agency.

(e) Release of part of mortgaged
property or project from lien.
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Sec.
(f) Applicability of other laws.
(g) Regulations covering inter-

mediate care facilities; con-
sultations.

(h) Consultations concerning need
for and availability of inter-
mediate care facilities.

(i) Fire safety equipment for nurs-
ing homes, assisted living fa-
cilities, intermediate care fa-
cilities, or board and care
homes.

(j) Schedules and deadlines for
processing and approval of ap-
plications.

1715x. Experimental housing insurance.
(a) Purpose; authorization.
(b) Eligibility for insurance; condi-

tions; limits.
(c) Contracts, agreements, and fi-

nancial undertakings with
mortgagor.

(d) Investigations and analysis of
data; publication and dis-
tribution of reports.

(e) Entitlement to insurance bene-
fits.

(f) Defaults; payment in cash or
debentures; acquisition of
mortgage.

1715y. Mortgage insurance for condominiums.
(a) Purpose.
(b) Definitions.
(c) Authorization; eligibility for in-

surance; conditions; limits.
(d) Blanket mortgages of multi-

family projects; plan of fam-
ily unit ownership; regula-
tions; stock purchase and re-
demption.

(e) Eligibility for insurance of
blanket mortgages of multi-
family projects.

(f) Amortization of blanket mort-
gages of multifamily projects;
interest; releases; extent of
project.

(g) Entitlement to insurance bene-
fits as provided in section
1710(a) of this title.

(h) Applicability of other provi-
sions.

(i) Applicability of other provi-
sions.

(j) Increase in maximum insurance
amounts for costs incurred
from solar energy systems
and energy conservation
measures.

(k) Rental housing conversion.
1715z. Homeownership or membership in coop-

erative association for lower income
families.

(a) Authorization for periodic as-
sistance payments to mortga-
gees; assistance to manufac-
tured home buyers.

(b) Qualifications and eligibility
requirements for assistance
payments.

(c) Limitation on payments on be-
half of mortgagor; occupancy
of property; maximum
amount of payment; recapture
of amounts; determination,
applicability, etc.

Sec.
(d) Limitation on payments on be-

half of family holding mem-
bership in cooperative asso-
ciation; occupancy; maximum
amount of payment.

(e) Reimbursement for expenses in
handling the mortgage.

(f) Adoption of procedures for re-
certifications of mortgagor’s
or cooperative member’s in-
come.

(g) Regulations to assure that sales
price or other consideration
paid is not increased above
appraised value.

(h) Authorization of appropria-
tions; aggregate amount of as-
sistance payment contracts;
maximum income limits of
families; limitation on pay-
ments with respect to existing
dwellings or dwelling units in
existing projects and for ap-
proved substantial rehabilita-
tion of dwellings or dwelling
units in projects.

(i) Insurance of mortgages exe-
cuted by mortgagors meeting
eligibility requirements for
assistance payments; issuance
of commitment; eligibility re-
quirements for insurance.

(j) Insurance of mortgages exe-
cuted by nonprofit organiza-
tions or public bodies or agen-
cies; issuance of commitment;
eligibility requirements for
insurance; insurance of mort-
gages executed to finance sale
of individual dwellings to
lower income individuals or
families; definitions; assist-
ance payments to mortgagees
on behalf of nonprofit organi-
zations or public bodies and
agencies.

(k) Allocation and transfer of rea-
sonable portion of total au-
thority to contract to make
assistance payments to Sec-
retary of Agriculture for use
in rural areas and small
towns.

(l) Deductions for minors in deter-
mining income limits; exclu-
sion of earnings of minors.

(m) Termination date for insurance
of mortgages.

(n) Percentage limitation of mort-
gage insurance on subdivision
units; exceptions.

(o) Mortgage insurance over maxi-
mum limits involving dwell-
ings of community sponsored
programs of concentrated re-
development or revitalization.

(p) Mortgage insurance over maxi-
mum limits involving dwell-
ings to be occupied by phys-
ically handicapped persons;
applicability, etc.

(q) Periodic assistance payments
for emergency stimulation of
housing market; contracts,
terms and conditions, eligi-
bility, etc., for payments.

(r) Refinancing.
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Sec.
1715z–1. Rental and cooperative housing for lower

income families.
(a) Authorization for periodic in-

terest reduction payments on
behalf of owner of rental
housing project.

(b) Restrictions on payments; pay-
ments with respect to projects
financed under State or local
programs; mortgage insurance
premium.

(c) Amount of payments.
(d) Mortgage handling expenses.
(e) Operation of project in accord-

ance with requirements re-
specting tenant eligibility and
rents prescribed by Secretary.

(f) Establishment of basic and fair
market rental charges; rental
for dwelling units; separate
utility metering; additional
assistance payments for low-
income tenants; limitations;
amounts; approval of pay-
ments.

(g) Collection of excess rental
charges; credit to reserve for
additional assistance pay-
ments; retention by project
owner.

(h) Rules and regulations.
(i) Authorization of appropria-

tions; aggregate amount of
contracts; contracts for as-
sistance payments; income
limitations; availability of
amounts for projects approved
prior to rehabilitation and
projects for occupancy by el-
derly or handicapped families;
definitions.

(j) Insurance of mortgages; defini-
tions; eligibility for insur-
ance; mortgage requirements;
property or project require-
ments; sale of individual
dwelling units; release of
mortgagor from liability or
release of property from lien
of mortgage.

(k) Definitions.
(l) Allocation and transfer of rea-

sonable portion of total au-
thority to contract to make
payments to Secretary of Ag-
riculture for use in rural
areas and small towns.

(m) ‘‘Income’’ defined.
(n) Termination date for insurance

of mortgages; exception.
(o) State funding of interest reduc-

tion payments.
(p) Contracts with State or local

agencies for monitoring and
supervision of management by
private sponsors of assisted
projects.

(q) Assistance to residents of cov-
ered projects; contracting au-
thority; applicability.

(r) Payments for benefit of certain
projects having mortgages
made by State or local hous-
ing finance or government
agencies.

(s) Grants and loans for rehabilita-
tion of multifamily projects.

Sec.
1715z–1a. Assistance for troubled multifamily

housing projects.
(a) Purpose.
(b) Availability of financial assist-

ance.
(c) Eligibility for financial assist-

ance.
(d) Criteria for granting financial

assistance.
(e) Consultation with local offi-

cials.
(f) Amount of financial assistance.
(g) Rules and regulations.
(h) Limitation on use of financial

assistance.
(i) Repealed.
(j) Flexible Subsidy Fund.

(k) Assistance for capital improve-
ments; loans as medium of as-
sistance; owner contributions;
priority of projects.

(l) Amount of assistance for cap-
ital improvements; term of
loan; rate of interest; allow-
ance for administrative costs
and probable program losses;
nondischargeable liability;
other forms for loans.

(m) Rental payment increases;
minimization of increases.

(n) Allocation of assistance.
(o) Coordination of assistance.
(p) Enhanced voucher eligibility.

1715z–1b. Tenant participation in multifamily
housing projects.

(a) Purpose; definitions.
(b) Rights of tenants.
(c) Regulations.

1715z–1c. Regulation of rents in insured projects.
1715z–2. Special mortgage insurance assistance.

(a) Purpose.
(b) Authorization to insure mort-

gages meeting requirements
of section.

(c) Eligibility for insurance.
(d) Preferences in approving mort-

gage insurance applications
and in providing counseling
services; eligible families.

(e) Budget, debt management, and
related counseling services.

(f) Aggregate principal balance of
mortgages insured.

(g) Premium fee.
(h) Assumption of loss.
(i) Guarantees.
(j) Authorization of appropria-

tions.
1715z–3. Special Risk Insurance Fund.

(a) Entitlement to benefits; com-
putation and payment of ben-
efits to mortgagee.

(b) Creation of fund; authorization
for advancements; repayment;
crediting of charges and fees;
payments from fund; author-
ization of appropriations for
losses; deposits to fund; open-
market purchases of deben-
tures which are obligations of
fund.

(c) Mortgage insurance for military
impacted areas; criteria; obli-
gation of Special Risk Insur-
ance Fund; establishment of
premiums and other charges.
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Sec.
1715z–4. Modifications in terms of mortgages cov-

ering multifamily projects; requests
for extensions to cure defaults or for
modification of mortgage terms; regu-
lations.

1715z–4a. Double damages remedy for unauthor-
ized use of multifamily housing project
assets and income.

(a) Action to recover assets or in-
come.

(b) Initiation of proceedings and
temporary relief.

(c) Amount recoverable.
(d) Time limitation.
(e) Continued availability of other

remedies.
1715z–5. Purchase of fee simple title from lessors.

(a) Authorization to insure loans
for purpose of financing pur-
chases.

(b) Definitions.
(c) Eligibility for insurance.
(d) Applicability of other provi-

sions of law.
1715z–6. Supplemental loans for multifamily

projects.
(a) Authorization to insure; ‘‘sup-

plemental loan’’ defined.
(b) Eligibility for insurance.
(c) Applicability of other provi-

sions of law.
(d) Authorization to insure loans

for improvements or addi-
tions; terms and conditions;
limitation on amount.

(e) Loan insurance for energy con-
serving improvements and
solar energy systems.

(f) Repealed.
(g) Extension of rental assistance

for term of loan.
1715z–7. Mortgage insurance for hospitals.

(a) Purpose.
(b) Definitions.
(c) Authorization to insure; prohi-

bition of premiums on guaran-
tees of principal and interest
under title VII of the Public
Health Service Act.

(d) Insurance of mortgages cover-
ing new or rehabilitated hos-
pitals, including equipment;
terms and conditions.

(e) Release of part of property or
project from lien.

(f) Encouragement of programs
undertaking responsibility to
provide comprehensive health
care; immediate processing of
applications for public hos-
pitals.

(g) Insurance of mortgages provid-
ing permanent financing or
refinancing of existing mort-
gage indebtedness; aggregate
principal balance of mort-
gages.

(h) Applicability of other laws.
1715z–8. Mortgage assistance payments for mid-

dle-income families.
(a) Determination by Secretary of

necessity; interest subsidy
payments; effective date.

(b) Qualifications of mortgagor for
assistance payments.

(c) Termination of interest subsidy
payments.

Sec.
(d) Monthly mortgage payments as

determining eligibility for in-
terest subsidy payments;
mortgage assistance pay-
ments for middle-income co-
operative members; interest
subsidy payments; applicabil-
ity of provisions to coopera-
tive mortgagors.

(e) Amount of interest subsidy pay-
ments.

(f) Adoption of procedures for re-
certifications of mortgagor’s
income.

(g) Regulations to assure that sales
price or other consideration
paid is not increased above
appraised value.

(h) Authorization of appropria-
tions; aggregate amount of as-
sistance payment contracts;
termination date.

(i) Determination of family in-
come; exclusion of income of
minors.

(j) Insurance of mortgages exe-
cuted by mortgagors meeting
eligibility requirements for
assistance payments; issuance
of commitment; eligibility re-
quirements for insurance.

1715z–9. Co-insurance of eligible mortgage, ad-
vance, or loan.

(a) Authority of Secretary; request
of mortgagee; premium
charges; provisions of con-
tract of co-insurance; non-ap-
plicability of state insurance
laws.

(b) Inspection of construction of
dwellings or projects as pre-
requisite; minimum standards
or criteria applicable.

(c), (d) Repealed.
(e) Availability unaffecting insur-

ance otherwise authorized;
criteria for exercise of author-
ity by Secretary.

(f) Multifamily housing project;
contract provisions; aggregate
principal amount of all mort-
gages insured; loans on de-
faulted mortgages; insurance
for state assisted projects and
projects under construction;
definitions; amount of re-
serves.

(g) Redesignated (f).
(h) Acceptable co-insurance provi-

sions for rental rehabilita-
tion; termination date.

(i) Authority of mortgagee to as-
sign its interest in any note
or mortgage subject to a con-
tract of co-insurance; terms
and conditions respecting re-
tention of co-insurance risk of
such note or mortgage.

(i) Annual review of, and assess-
ment of compliance with, re-
quirements; report; adjust-
ment of requirements.

1715z–10. Graduated payment and indexed mort-
gages.

(a) Criteria; principal obligation
limitation; termination date.

(b) Inapplicability of principal obli-
gation limitations.
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(c) Mortgages with monthly adjust-

ments based on selected price
index; priority; regulations;
number.

(d) Multifamily housing.
(e) Inapplicability of State con-

stitution, etc., provision lim-
iting interest or requiring
minimum amortization of
principal.

1715z–11. Sale to cooperatives of multifamily
housing projects acquired by Sec-
retary; acceptance of purchase money
mortgage for sale or insurance of
mortgage; principal amount of mort-
gage; expenditures for repairs, etc.,
prior to sale.

1715z–11a. Disposition of HUD-owned properties.
(a) Flexible authority for multi-

family projects.
(b) Transfer of unoccupied and sub-

standard housing to local gov-
ernments and community de-
velopment corporations.

1715z–12. Single-family mortgage insurance on Ha-
waiian home lands.

(a) One- to four-family residence;
eligibility.

(b) Construction advances.
(c) Insurance of mortgage as obli-

gation of General Insurance
Fund.

(d) ‘‘Native Hawaiian’’ and ‘‘Hawai-
ian home lands’’ defined.

(e) Certification of eligibility for
existing lessees.

1715z–13. Single family mortgage insurance on In-
dian reservations.

(a) One- to four-family residence;
eligibility.

(b) Construction advances; percent-
age limitation on amount of
principal obligation; pledge of
income from tribal resources
or assets.

(c) Lack of tribal or trust fund in-
come.

(d) Availability of tribal eviction
procedures.

(e) Assumption of mortgage.
(f) Insurance of mortgage as obli-

gation of General Insurance
Fund.

(g) Availability of status and pay-
ment history of loans; entitle-
ment to benefit of insurance;
reinstatement of loan upon
cure of default; garnishment
proceedings; foreclosure pro-
ceedings.

(h) Premium charge for insurance;
report to Congress.

(i) ‘‘Indian tribe’’ and ‘‘trust or
otherwise restricted land’’ de-
fined.

1715z–13a. Loan guarantees for Indian housing.
(a) Authority.
(b) Eligible loans.
(c) Certificate of guarantee.
(d) Guarantee fee.
(e) Liability under guarantee.
(f) Transfer and assumption.
(g) Disqualification of lenders and

civil money penalties.
(h) Payment under guarantee.
(i) Indian Housing Loan Guarantee

Fund.

Sec.
(j) Requirements for standard

housing.
(k) Environmental review.
(l) Definitions.

1715z–13b. Loan guarantees for Native Hawaiian
housing.

(a) Definitions.
(b) Authority.
(c) Eligible loans.
(d) Certificate of guarantee.
(e) Guarantee fee.
(f) Liability under guarantee.
(g) Transfer and assumption.
(h) Disqualification of lenders and

civil money penalties.
(i) Payment under guarantee.
(j) Hawaiian Housing Loan Guar-

antee Fund.
(k) Requirements for standard

housing.
(l) Applicability of civil rights

statutes.
1715z–14. Risk-sharing demonstration.

(a) Demonstration mortgage risk-
sharing program; areas; num-
ber of mortgages.

(b) One- to four-family dwellings;
requirements for private
mortgage insurance compa-
nies.

(c) Required contract provisions.
(d) Mortgages offered for inclusion

by Secretary.
(e) Insured community develop-

ment financial institution.
1715z–15. Limitation on prepayment of mortgages

on multifamily rental housing.
(a) Acceptance of offer to prepay;

qualifications.
(b) Approval prior to foreclosure.
(c) ‘‘Lower income families’’ de-

fined.
1715z–16. Adjustable rate single family mortgages.

(a) One- to four-family dwellings;
maximum term of mortgage;
adjustments in effective rate
of interest.

(b) Written explanation of mort-
gage features.

(c) Number of mortgages and loans.
(d) Adjustable rate mortgage with

initial fixed rate of interest.
1715z–17. Shared appreciation mortgages for single

family housing.
(a) One- to four-family dwellings;

requirements.
(b) Payment of mortgagee’s share

of net appreciated value; ‘‘net
appreciated value’’ defined.

(c) Entitlement of mortgagee upon
default.

(d) Inapplicability of State con-
stitution, statute, etc., limit-
ing or prohibiting increases in
outstanding loan balance.

(e) Encouraged use of insurance by
low and moderate income
families.

(f) Consumer protections and dis-
closure requirements.

(g) Number of mortgages and loans.
1715z–18. Shared appreciation mortgages for

multifamily housing.
(a) Five or more family units; re-

quirements.
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(b) Payment of mortgagee’s share

of net appreciated value; term
of mortgage; repayment; ‘‘net
appreciated value’’ defined.

(c) Entitlement of mortgagee upon
default.

(d) Maximum percentage of net ap-
preciated value; disclosure re-
quirements.

(e) Inapplicability of State con-
stitution, statute, etc., limit-
ing or prohibiting increases in
outstanding loan balance.

(f) Number of dwelling units.
1715z–19. Equity skimming penalty.

(a) In general.
(b) Mortgage notes described.

1715z–20. Insurance of home equity conversion
mortgages for elderly homeowners.

(a) Purpose.
(b) Definitions.
(c) Insurance authority.
(d) Eligibility requirements.
(e) Disclosures by mortgagee.
(f) Information services for mort-

gagors.
(g) Limitation on insurance au-

thority.
(h) Administrative authority.
(i) Protection of homeowner and

lender.
(j) Safeguard to prevent displace-

ment of homeowner.
(k) Insurance authority for re-

financings.
(l) Waiver of up-front premiums for

mortgages to fund long-term
care insurance.

(m) Funding for counseling and con-
sumer education and out-
reach.

1715z–21. Delegation of insuring authority to di-
rect endorsement mortgagees.

(a) Authority.
(b) Considerations.
(c) Enforcement of insurance re-

quirements.
(d) Termination of mortgagee’s au-

thority.
(e) Requirements and procedures.

1715z–22. Multifamily mortgage credit programs.
(a) In general.
(b) Risk-sharing program.
(c) Housing finance agency pro-

gram.
1715z–22a. Definitions.

SUBCHAPTER III—NATIONAL MORTGAGE
ASSOCIATIONS

1716. Declaration of purposes of subchapter.
1716–1, 1716a. Repealed.
1716b. Partition of Federal National Mortgage

Association into Federal National
Mortgage Association and Government
National Mortgage Association; assets
and liabilities; operations.

1717. Federal National Mortgage Association
and Government National Mortgage
Association.

(a) Creation; succession; principal
and other offices.

(b) Purchase and sale of insured
and conventional mortgages;
transactions in loans and ad-
vances of credit.

Sec.
(c) Administration of trusts; obli-

gations of departments and
agencies of the United States;
exemption of interest income
from taxation; authorization
of appropriations for differen-
tial reimbursements.

1717a. Prohibition against sale of obligations
by Federal departments and agencies
after June 30, 1966, without compliance
with requirements of section 1717(c) of
this title or without approval by Sec-
retary of the Treasury; exemption.

1718. Capitalization of Federal National Mort-
gage Association.

(a) Common stock; preferred stock;
transferability of shares.

(b) Fees and charges; annual trans-
fer of earnings to general sur-
plus account.

(c) Capital distributions from gen-
eral surplus account; mini-
mum capitalization levels.

(d) Institutions eligible to purchase
stock.

1719. Secondary market operations.

(a) Purchase and sale of mortgages;
secondary market operations;
advance of funds or origina-
tion of loans; settlement or
extinguishment of borrower’s
rights.

(b) Obligations of the Corporation.

(c) Purchase of obligations by
Treasury; conditions and re-
strictions.

(d) Mortgage-backed securities; is-
suance; maturities; rates of
interest; exempt securities;
adequacy of mortgages to per-
mit principal and interest
payments; statement in secu-
rities.

(e) Subordinated or convertible ob-
ligations; issuance; matu-
rities; rate of interest; re-
demption; exempt securities;
debt or obligation of United
States; purchases in open
market.

(f) Prohibition on assessment or
collection of fee or charge by
United States.

1720. Repealed.
1721. Management and liquidation functions

of Government National Mortgage As-
sociation.

(a) Separate accountability of as-
sets and liabilities.

(b) Issuance of obligations to expe-
dite substitution of private fi-
nancing.

(c) Cutoff date as controlling pur-
chases; total amount of mort-
gages and commitments.

(d) Issuance of obligations suffi-
cient to carry out functions;
character; purchase.

(e) Acquisition of mortgages of-
fered by Secretary of Housing
and Urban Development.

(f) Transfer of funds.
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(g) Guarantee of principal and in-

terest on trust certificates
and other securities; fees and
charges; subrogation; con-
tract for extinguishment of
right, title, or interest in
mortgages; protection of in-
terests; full faith and credit;
commitments limited; limita-
tion on fees or charges.

1722. Benefits and burdens incident to admin-
istration of functions and operations
under sections 1720 and 1721.

1723. Management.
(a) Government National Mortgage

Association.
(b) Federal National Mortgage As-

sociation.
1723a. General powers of Government National

Mortgage Association and Federal Na-
tional Mortgage Association.

(a) Seal, and other matters inci-
dent to operation.

(b) Determination with respect to
obligations and expenditures.

(c) Exemption from taxation.
(d) Appointment and compensation

of personnel; use of services of
other agencies.

(e) Prohibition against use of
names; injunction; damages.

(f) Preparation of forms of obliga-
tions and certificates.

(g) Depositaries, custodians, and
fiscal agents.

(h), (i) Repealed.
(j) Audit; access to books, etc.; re-

port of audit.
(k) Financial reports; submission

to Director; contents.
(l) Independent audits of financial

statements.
(m) Mortgage data collection and

reporting requirements.
(n) Report on housing activities;

contents; public disclosure.
(o) Affordable Housing Advisory

Council.
1723b. Investment of funds.
1723c. Obligations, participations, or other in-

struments as lawful investments; ac-
ceptance as security; exempt securi-
ties.

1723d. Transfer of certain functions to Associa-
tion.

1723e to 1723h. Repealed.
1723i. Civil money penalties against issuers.

(a) In general.
(b) Violations for which penalty

may be imposed.
(c) Agency procedures.
(d) Judicial review of agency deter-

mination.
(e) Action to collect penalty.
(f) Settlement by Secretary.
(g) ‘‘Knowingly’’ defined.
(h) Regulations.
(i) Deposit of penalties.

SUBCHAPTER IV—INSURANCE OF SAVINGS AND
LOAN ACCOUNTS

1724 to 1730i. Repealed.

SUBCHAPTER V—MISCELLANEOUS

1731. Repealed.
1731a. Penalties.

Sec.
1731b. Prohibition against transient housing.

(a) Intent of Congress.
(b) Exceptions to prohibition.
(c) Certification as to use as req-

uisite for insurance; excep-
tions to prohibition against
insuring.

(d) Enforcement by Secretary.
(e) Definitions.
(f) Investigation after notice of

violation; cease order.
(g) Prosecution by Attorney Gen-

eral for continued violation.
(h) Judicial procedure for injunc-

tion or other order.
(i) Injunctive relief for hotel own-

ers.
(j) Jurisdiction of district courts.

1732. Separability.
1733. Application of other laws.
1734. Amendment, extension, or increase of

commitment amounts.
1735. Payment of certain funds to Treasury.
1735a. Prepayment of mortgages by nonprofit

educational institutions; refunds.
1735b. Expenditures to correct or reimburse for

structural or other major defects in
mortgaged homes.

(a) Prior to beginning of construc-
tion.

(b) Mortgages insured on or after
August 1, 1968, but prior to
January 1, 1973; requirements;
reimbursement from seller;
insurance fund chargeable.

(c) Regulations; finality of deci-
sion.

(d) Mortgages insured on or after
January 1, 1973, but prior to
August 1, 1976; requirements;
reimbursement from seller;
insurance fund chargeable.

(e) Report to Congress on effective
program for protecting home
buyers.

1735c. General Insurance Fund.
(a) Establishment; purpose; mort-

gages or loans insurable;
transfers to.

(b) Expenses chargeable to Fund.
(c) Deposit or investment of mon-

eys; purchase of debentures.
(d) Credits and charges to Fund.
(e) Restrictions on use of Fund.
(f) Risk assessment.

1735d. Payment of insurance benefits in cash or
debentures; borrowing money from
Treasury to make payments.

1735e. Acceptance of materials or products used
in structures.

1735e–1. Use of American materials and products.
1735f. Water and sewerage facilities.
1735f–1. Waiver of deduction on assignment of

property to Secretary in lieu of fore-
closure.

1735f–2. Uniform rehabilitation standards for
housing within and without urban re-
newal areas.

1735f–3. Insurance of mortgage proceeds ad-
vanced during construction or rehabili-
tation or prior to final endorsement of
project mortgage.

1735f–4. Minimum property standards.
1735f–5. Prohibition against discrimination on

account of sex in extension of mort-
gage assistance; consideration of com-
bined income of husband and wife for
purpose of extending mortgage credit;
definitions.
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1735f–6. Secondary mortgages held by State or

local governmental agency on insured
properties.

1735f–7. Exemption from State usury laws; appli-
cability.

1735f–7a. State constitution or laws limiting
mortgage interest, discount points,
and finance or other charges; exemp-
tion for obligations made after March
31, 1980.

(a) Applicability to loan, mortgage,
credit sale, or advance; appli-
cability to deposit, account,
or obligation.

(b) Applicability to loan, mortgage,
credit sale, or advance made
in any State after April 1,
1980.

(c) Applicability to loan, mortgage,
credit sale, or advance se-
cured by first lien on residen-
tial manufactured home.

(d) Implementation of provisions
applicable to residential man-
ufactured home.

(e) Definitions.
(f) Rules, regulations, and inter-

pretations.
(g) Effective date.

1735f–8. Time of payment of premium charges.
1735f–9. Limitation on commitments to insure

loans and mortgages.
1735f–10. Purchaser-broker arrangement pay-

ments for insurance purposes.
1735f–11. Review of mortgagee performance and

authority to terminate.
(a) Periodic review of mortgagee

performance.
(b) Comparison with other mortga-

gees.
(c) Termination of mortgagee

origination approval.
1735f–12. Assurance of adequate processing of ap-

plications for loan and mortgage insur-
ance.

(a) State offices.
(b) Expedited procedure for RTC

properties.
1735f–13. Prohibition of requirement of minimum

principal loan amount.
1735f–14. Civil money penalties against mortga-

gees, lenders, and other participants in
FHA programs.

(a) In general.
(b) Violations for which a penalty

may be imposed.
(c) Agency procedures.
(d) Judicial review of agency deter-

mination.
(e) Action to collect penalty.
(f) Settlement by Secretary.
(g) ‘‘Knowingly’’ defined.
(h) Regulations.
(i) Deposit of penalties in insur-

ance funds.
1735f–15. Civil money penalties against multifam-

ily mortgagors.
(a) In general.
(b) Penalty for violation of agree-

ment as condition of transfer
of physical assets, flexible
subsidy loan, capital improve-
ment loan, modification of
mortgage terms, or workout
agreement.

(c) Other violations.

Sec.
(d) Agency procedures.
(e) Judicial review of agency deter-

mination.
(f) Civil money penalties against

multifamily mortgagors, gen-
eral partners of partnership
mortgagors, officers and di-
rectors of corporate mortga-
gors, and certain managing
agents.

(g) Settlement by Secretary.
(h) ‘‘Knowingly’’ defined.
(i) Regulations.
(j) Deposit of penalties in insur-

ance funds.
(k) Identity of interest managing

agent.
1735f–16. Annual audited financial statements.
1735f–17. Examinations and sanctions for certain

violations.
(a) Examinations and sanctions.
(b) Monitoring and review.

1735f–18. Information regarding early defaults and
foreclosures on insured mortgages.

(a) In general.
(b) Contents.
(c) Annual reports.
(d) Definitions.

1735f–19. Partial payment of claims on defaulted
mortgages and in connection with
mortgage restructuring.

(a) Defaulted mortgages.
(b) Existing mortgages.
(c) Repayment.

1735f–20. Authorization of appropriations for gen-
eral and special risk insurance funds.

1735g. Mortgage relief for homeowners who are
unemployed as result of closing of Fed-
eral installation.

(a) Definitions.
(b) Application for, issuance and

expiration of certificate of
moratorium.

(c) Notice to mortgagee of assump-
tion of mortgagor’s obligation
by agency; amount of pay-
ments; suspension of pay-
ments by mortgagor; prohibi-
tion against further action to
enforce or collect payments;
liability of mortgagor upon
expiration of certificate; no-
tice of expiration of certifi-
cate.

(d) Regulations.
(e) Fund for extending financial as-

sistance to distressed mortga-
gors.

1735h. Repealed.

SUBCHAPTER VI—WAR HOUSING INSURANCE

1736. Definitions.
1737. Repealed.
1738. Insurance of mortgages.

(a) Relief of housing shortage; eli-
gibility; limitations on time
and amount.

(b) Eligibility requirements.
(c) Premium charges; payments;

acceptance for insurance;
preferences; adjustments and
refunds.

(d) Conclusiveness of insurance
contract as to eligibility.

1739. Mortgage insurance benefits.
(a) Conveyance and assignment by

mortgagee after foreclosure;
debentures and certificates of
claim; cost of foreclosure.
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(b) Consent to release of mortgagee

or property.
(c) Debentures; form and denomi-

nation.
(d) Debentures; execution; nego-

tiability; terms; tax exemp-
tions.

(e) Certificate of claim.
(f) Division of excess proceeds.
(g) Handling and disposal of prop-

erty; settlement of claims.
(h) Mortgagor’s or mortgagee’s in-

terest in property or claim
conveyed.

1740. Repealed.
1741. State taxation of realty held by Sec-

retary.
1742. Rules and regulations.
1743. Insurance of mortgages.

(a) Additional authorization; ad-
vances during construction.

(b) Eligibility requirements.
(c) Payments; default; insurance

benefits for mortgagee; value
of mortgage; foreclosure of
mortgage.

(d) Certificates of claim; amount.
(e) Debentures; date of issuance;

interest.
(f) Applicability of other provi-

sions.
(g) Mortgages in connection with

sale of property under sub-
chapter I, II, VIII, or X of this
chapter.

1744. Insurance of loans for manufacture of
houses.

(a) Relief of housing shortage; ad-
vances.

(b) Eligibility requirements.
(c) Release of security.
(d) Payments; default; insurance

benefits for mortgagee; pre-
requisites; value of mortgage.

(e) Debentures; date of issuance;
interest.

(f) Applicability of other provi-
sions.

(g) Disposal of evidence of debt,
contract, claim, personal
property, or security; collec-
tion or compromise of obliga-
tions and rights.

(h) Premium charges; amount;
manner of payment; applica-
tion fees.

(i) Insurance for accepting and dis-
counting promissory notes;
contract provisions; default in
payments; remedies; deben-
tures; interest; premium
charges.

1745. Insurance of mortgages on sales of Gov-
ernment housing; limits and condi-
tions; Greenbelt towns; State housing.

1746. Insurance on mortgages on large-scale
housing projects.

(a) Additional authorization; en-
couragement of cost-reduc-
tion techniques; advances.

(b) Eligibility requirements.
(c) Preferences in occupancy for

veterans and hardship cases.
(d) Applicability of other provi-

sions.
1746a. Termination of commitment authority

under this subchapter.

Sec.
SUBCHAPTER VII—INSURANCE FOR INVEST-

MENTS IN RENTAL HOUSING FOR FAMILIES OF
MODERATE INCOME

1747. Purpose of subchapter; authorization;
terms and conditions; expiration of in-
surance contract.

1747a. Eligibility for insurance.
1747b. Premium charges; fees for examination

and inspection.
1747c. Rent schedules.
1747d. Excess earnings used for amortization of

original investment.
1747e. Financial statements by Secretary.
1747f. Payment of claims; assignment of bene-

fits by investors.
1747g. Debentures.

(a) Acquisition of project by Sec-
retary; issuance of deben-
tures.

(b) Relinquishment of project by
investor.

(c) Adjustment of difference be-
tween outstanding investment
and total face value of deben-
tures.

(d) Termination of insurance con-
tract by Secretary.

(e) Issuance and execution of de-
bentures.

(f) Terms and conditions of deben-
tures.

(g) Exemption from taxation; ex-
ceptions; guaranty.

(h) Payment of expenses and
charges; collection of claims.

1747h. Termination of insurance contract by in-
vestor.

1747i. Repealed.
1747j. Taxation of real property.
1747k. Rules and regulations.
1747l. Definitions.

SUBCHAPTER VIII—ARMED SERVICES HOUSING
MORTGAGE INSURANCE

1748. Definitions.
1748a. Repealed.
1748b. Insurance of mortgages.

(a) Aggregate amount of insurance;
termination date.

(b) Eligibility for insurance.
(c) Premium charges.
(d) Default by mortgagor; rights of

mortgagee.
(e) Debentures; issuance; form and

denomination.
(f) Debentures; execution; signa-

ture; negotiability; interest
rate; tax exemption; guaran-
tee.

(g) Claim certificates.
(h) Laws applicable.
(i) Secretary’s additional powers

to insure certain mortgages.
(j) Conclusiveness and validity of

insurance contract.
(k) Certification as to overtime

wages paid to laborers and
mechanics.

1748c. Repealed.
1748d. Lease of property; terms and conditions.
1748e. Mortgages on property in Alaska.
1748f. Rules and regulations.
1748g. Cost certification.
1748g–1, 1748h. Omitted.
1748h–1. Civilian employees of Armed Forces.

(a) Requirements; certificate of
need for housing and employ-
ment status.



Page 445 TITLE 12—BANKS AND BANKING

Sec.
(b) Certification of housing need to

Secretary; guaranty from
loss; authorization of appro-
priations.

(c) Economic soundness of prop-
erty.

(d) Insurance benefits to which
mortgagee entitled.

(e) Payment of insurance; meaning
of terms.

(f) Provisions of subchapter appli-
cable; termination date.

(g) Housing for persons employed
by National Aeronautics and
Space Administration or
Atomic Energy Commission;
guaranty from loss; defini-
tions.

1748h–2. Insurance of mortgages for defense hous-
ing for impacted areas.

(a) Authorization.
(b) Eligibility requirements.
(c) Economical soundness of prop-

erty or project.
(d) Rental conditions; preferences

and priorities in the sale or
rental of dwellings.

(e) Property held by mortgagor ap-
proved by Secretary; acquisi-
tion of stock or interest; re-
demption.

(f) Mortgage limitations for multi-
family rental property or
project.

(g) Mortgage limitation for prop-
erty or project constructed
for eventual sale of single-
family dwellings.

(h) Amortization; interest; release
of part of mortgaged property
from lien; replacement of cer-
tain mortgages by individual
mortgages; commercial and
community facilities.

(i) Limitation on aggregate num-
ber of dwelling units.

(j) Applicability of other laws.
(k) Aggregate amount of mortgages

insured; termination date.
1748h–3. Payments in lieu of taxes; limitations;

exemption from taxation.
1748i. Omitted.

SUBCHAPTER IX—HOUSING FOR EDUCATIONAL
INSTITUTIONS

1749 to 1749c. Repealed.
1749d. Cost of inspections and of providing rep-

resentatives.

SUBCHAPTER IX–A—MORTGAGE INSURANCE FOR
LAND DEVELOPMENT AND NEW COMMUNITIES

1749aa to 1749ll. Repealed.

SUBCHAPTER IX–B—MORTGAGE INSURANCE FOR
GROUP PRACTICE FACILITIES AND MEDICAL
PRACTICE FACILITIES

1749aaa. Insurance of mortgages.
(a) Authority of Secretary; termi-

nation date.
(b) Eligibility for insurance.
(c) Replacement cost of property;

maturity; amortization; inter-
est rate.

(d) Conclusiveness of insurance
contract as to eligibility; va-
lidity of contract incontest-
able.

Sec.
(e) Undertaking.
(f) Recordkeeping; reports; exam-

ination and audit.
1749aaa–1. Premiums and other charges.
1749aaa–2. Payment of insurance benefits.
1749aaa–3. Regulations.
1749aaa–4. Administration.

(a) Technical assistance.
(b) Utilization of services and fa-

cilities of Federal agencies;
payment; advances or reim-
bursement.

1749aaa–5. Definitions.

SUBCHAPTER IX–C—NATIONAL INSURANCE
DEVELOPMENT PROGRAM

1749bbb to 1749bbb–2. Omitted.

PART A—STATEWIDE PLANS TO ASSURE FAIR ACCESS
TO INSURANCE REQUIREMENT

1749bbb–3 to 1749bbb–6a. Omitted.

PART B—REINSURANCE COVERAGE

1749bbb–7 to 1749bbb–10. Omitted.

PART C—FEDERAL INSURANCE AGAINST BURGLARY AND
THEFT

1749bbb–10a to 1749bbb–10d. Omitted.

PART D—GENERAL PROVISIONS

1749bbb–11 to 1749bbb–21. Omitted.

SUBCHAPTER X—NATIONAL DEFENSE HOUSING
INSURANCE

1750. Definitions.
1750a, 1750a–1. Repealed or Omitted.
1750b. Insurance in critical areas.

(a) Limitations; termination of
certain commitments; re-
quirements; discrimination
against children.

(b) Eligibility requirements.
(c) Premium charges; payments;

needs of national defense as
prerequisite; adjustments and
refunds.

(d) Preference or priority in pur-
chasing or renting properties.

(e) Conclusiveness of insurance
contract as to eligibility.

1750c. Mortgage insurance benefits.
(a) Conveyance and assignment by

mortgagee after foreclosure;
debentures and certificates of
claim; cost of foreclosure.

(b) Consent to release of mortgagee
or property.

(c) Debentures; form and denomi-
nation.

(d) Debentures; execution; nego-
tiability; terms; tax exemp-
tions.

(e) Certificate of claim; division of
excess proceeds.

(f) Handling and disposal of prop-
erty; settlement of claims.

(g) Mortgagor’s or mortgagee’s in-
terest in property or claim
conveyed.

1750d. Repealed.
1750e. Taxation.
1750f. Rules and regulations.
1750g. Insurance of additional mortgages.

(a) Authorization.
(b) Eligibility requirements; re-

lease of part of property.
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(c) Default; debentures; cash ad-

justment; certificate of claim.
(d) Certificate of claim; contents

and payment.
(e) Debentures; issuance and pay-

ment in accordance with sec-
tion 1750c(c), (d) of this title.

(f) Applicability of section 1713(k),
(l) of this title.

(g) Applications under section 1743;
credit for fees upon reapplica-
tion under this section.

(h) Preferences.

SUBCHAPTER XI—VOLUNTARY HOME MORTGAGE
CREDIT

1750aa to 1750jj. Omitted.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 1441a, 1454, 1464,
1701r–1, 1701z–7, 1701z–11, 1709a, 1715z–1a, 1715z–1c,
1715z–4a, 1715z–13b, 1715z–22, 1735f–7a, 1735g, 1786, 1831q,
2710, 3802, 4901 of this title; title 7 section 1933; title 11
section 362; title 15 sections 77ddd, 2227; title 38 section
3704; title 40 section 113; title 42 sections 1382a, 1437f,
1490a, 1490p–2, 2322, 3012, 3535, 5407, 12709, 12852, 13632;
title 48 section 1425.

§ 1701. Short title

This chapter may be cited as the ‘‘National
Housing Act.’’

(June 27, 1934, ch. 847, 48 Stat. 1246.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this Act’’, meaning act June 27, 1934, ch. 847, 48 Stat.
1246, as amended, which is classified principally to this
chapter (§ 1701 et seq.). For complete classification of
this Act to the Code, see Tables.

SHORT TITLE OF 2002 AMENDMENT

Pub. L. 107–326, § 1, Dec. 4, 2002, 116 Stat. 2792, provided
that: ‘‘This Act [enacting section 1712a of this title,
amending sections 1709, 1713, 1715e, 1715k, 1715l, 1715v,
1715y, 1715z–10, and 1721 of this title, and repealing pro-
visions set out as a note under section 1721 of this title]
may be cited as the ‘FHA Downpayment Simplification
Act of 2002’.’’

SHORT TITLE OF 2000 AMENDMENTS

Pub. L. 106–569, § 1(a), Dec. 27, 2000, 114 Stat. 2944, pro-
vided that: ‘‘This Act [see Tables for classification]
may be cited as the ‘American Homeownership and
Economic Opportunity Act of 2000’.’’

Pub. L. 106–569, title VIII, § 801, Dec. 27, 2000, 114 Stat.
3018, provided that: ‘‘This title [amending sections
1701q and 1715z–1 of this title and sections 8013, 13631,
and 13632 of Title 42, The Public Health and Welfare,
and enacting provisions set out as notes under this sec-
tion and sections 1701q and 1715z–1 of this title] may be
cited as the ‘Affordable Housing for Seniors and Fami-
lies Act’.’’

Pub. L. 106–281, § 1, Oct. 6, 2000, 114 Stat. 865, provided
that: ‘‘This Act [amending section 1709 of this title]
may be cited as the ‘FHA Downpayment Simplification
Extension Act of 2000’.’’

SHORT TITLE OF 1999 AMENDMENT

Pub. L. 106–74, title V, § 501(a), Oct. 20, 1999, 113 Stat.
1100, provided that: ‘‘This title [enacting section 1701q–2
of this title, amending sections 1701q, 1701q–2, 1715z–1,
1715z–1a, 1715z–11a, and 4113 of this title and sections
1437f and 8013 of Title 42, The Public Health and Wel-
fare, enacting provisions set out as notes in sections
1701q and 1715z–1 of this title and section 12701 of Title
42, and amending provisions set out as a note under sec-

tion 1437f of Title 42] may be cited as the ‘Preserving
Affordable Housing for Senior Citizens and Families
into the 21st Century Act’.’’

SHORT TITLE OF 1997 AMENDMENT

Pub. L. 105–65, title V, § 510, Oct. 27, 1997, 111 Stat.
1385, provided that: ‘‘This title [enacting section 1437z–1
of Title 42, The Public Health and Welfare, amending
sections 1708, 1715z–1, 1715z–4a, 1715z–19, 1735f–14,
1735f–15, 1735f–19, and 4565 of this title, section 1516 of
Title 18, Crimes and Criminal Procedure, section 6103 of
Title 26, Internal Revenue Code, and sections 503, 1437f,
and 1437z of Title 42, enacting provisions set out as
notes under sections 1735f–14 and 1735f–15 of this title
and sections 503, 1437f, and 1437z–1 of Title 42, and
amending provisions set out as notes under section
1437f of Title 42] may be cited as the ‘Multifamily As-
sisted Housing Reform and Affordability Act of 1997’.’’

SHORT TITLE OF 1996 AMENDMENT

Pub. L. 104–120, § 1, Mar. 28, 1996, 110 Stat. 834, pro-
vided that: ‘‘This Act [enacting section 1490p–2 of Title
42, The Public Health and Welfare, amending sections
1715z–20, 1715z–22, and 1721 of this title and sections
1437d, 1437e, 1437n, 1479, 1485, 1490p–2, and 5308 of Title
42, and enacting provisions set out as notes under sec-
tion 4101 of this title and sections 1437d, 1437f, 5305, and
12805 of Title 42] may be cited as the ‘Housing Oppor-
tunity Program Extension Act of 1996’.’’

SHORT TITLE OF 1994 AMENDMENT

Pub. L. 103–233, § 1(a), Apr. 11, 1994, 108 Stat. 342, pro-
vided that: ‘‘This Act [enacting sections 1735f–19 and
1735f–20 of this title and sections 1437x, 3547, 5321, and
12840 of Title 42, The Public Health and Welfare, amend-
ing sections 1701z–11, 1713, 1715e, 1715k, 1715y, 1715z–1a,
1715z–3, and 1735c of this title and sections 1437a, 1437d,
1437f, 1437g, 1437l, 3535, 4852, 5301, 5304, 5305, 5308, 5318,
12704, 12744, 12745, 12750, 12833, 12838, and 12893 of Title
42, enacting provisions set out as notes under sections
1701z–11, 1715n, and 1715z–1a of this title and sections
5301 and 5318 of Title 42, amending provisions set out as
notes under sections 1707 and 1715z–1a of this title and
section 3545 of Title 42, and repealing provisions set out
as a note under section 1701z–11 of this title] may be
cited as the ‘Multifamily Housing Property Disposition
Reform Act of 1994’.’’

SHORT TITLE OF 1992 AMENDMENT

Pub. L. 102–550, title V, § 541, Oct. 28, 1992, 106 Stat.
3794, provided that: ‘‘This subtitle [subtitle C (§§ 541–544)
of title V of Pub. L. 102–550, enacting sections 1715z–22
and 1715z–22a of this title] may be cited as the ‘Multi-
family Housing Finance Improvement Act’.’’

SHORT TITLE OF 1984 AMENDMENT

Pub. L. 98–440, § 1, Oct. 3, 1984, 98 Stat. 1689, provided:
‘‘That this Act [enacting section 77r–1 of Title 15, Com-
merce and Trade, and amending sections 24, 1451, 1454,
1455, 1464, 1717, 1723, 1723a, 1723c, and 1757 of this title
and sections 78c, 78g, 78h, and 78k of Title 15] may be
cited as the ‘Secondary Mortgage Market Enhancement
Act of 1984’.’’

SHORT TITLE OF 1983 AMENDMENT

Pub. L. 98–181, § 1(a), Nov. 30, 1983, 97 Stat. 1155, pro-
vided that: ‘‘Titles I through XI of this Act [enacting
sections 635i–1, 635i–2, 635o to 635t, 1701g–5b, 1701p–1,
1701r–1, 1701z–10a, 1715z–12 to 1715z–18, and 3901 to 3912 of
this title, section 1671g of Title 19, Customs Duties, sec-
tions 276c–3, 283z–3, 285x, 285y, 286b–2, 286e–1i, 286y, 286z,
286aa to 286gg, and 290g–12 of Title 22, Foreign Relations
and Intercourse, and sections 1437o to 1437q, 1490k to
1490o, and 3542 of Title 42, The Public Health and Wel-
fare, amending sections 635, 635a, 635a–2, 635a–3, 635a–4,
635b, 635e, 635f, 635g, 1437, 1701j–2, 1701j–3, 1701q, 1701s,
1701x, 1701z–1, 1703, 1706d, 1706e, 1707, 1709, 1710, 1713,
1715e, 1715h, 1715k, 1715l, 1715n, 1715u, 1715v, 1715w, 1715y,



Page 447 TITLE 12—BANKS AND BANKING § 1701

1715z, 1715z–1, 1715z–1a, 1715z–5, 1715z–6, 1715z–7, 1715z–9,
1715z–10, 1721, 1735, 1735b, 1735c, 1735f–4, 1735f–8, 1735f–9,
1748h–1, 1748h–2, 1749bb, 1749aaa, 1749bbb to 1749bbb–2,
1749bbb–5 to 1749bbb–20, 1812, 2602, 2607, 2614, 2617, 2803,
2807, 2809, 2810, 3202, 3602, 3606, 3609, 3612, 3618, 3620, 3703,
and 3804 of this title, sections 1671a and 1671b of Title
19, sections 262d, 286b, 286c, 286e–2, and 286q of Title 22,
sections 1437a, 1437c, 1437d, 1437f, 1437g, 1437n, 1437l, 1439,
1452, 1452b, 1456, 1471, 1472, 1474, 1476, 1479 to 1481, 1483 to
1487, 1490, 1490a, 1490c, 1490e, 1490f, 1490j, 1500c–2, 2414,
3103, 3936, 4003, 4011 to 4020, 4022 to 4025, 4026, 4027, 4041,
4051 to 4054, 4055, 4056, 4071, 4072, 4081 to 4084, 4101 to
4107, 4121 to 4123, 4127, 4128, 5301, 5302 to 5308, 5312, 5316,
5318, 6872, 8007, 8010, and 8107 of Title 42, and section 2166
of the Appendix to Title 50, War and National Defense,
repealing sections 1709–1, 1720, and 1723e of this title,
section 484b of former Title 40, Public Buildings, Prop-
erty, and Works, and sections 1482, 1490g, 1490i, 1500c,
3901, 3902 to 3906, 3908, 3909, 3911, 3914, 4511 to 4524, and
4528 to 4532 of Title 42, enacting provisions set out as
notes under sections 635, 635a, 635o, 1701q, 1701z–6, 1709,
1713, 1715z–14, 1720, 2602, 3620, and 3901 of this title, sec-
tion 484b of former Title 40, and sections 602, 1436a,
1437a, 1437f, 1441, 1472, 1490a, 3901, 4015, 4122, 4518, 5316,
and 5318 of Title 42, amending provisions set out as
notes under section 5301 of Title 42, and repealing provi-
sions set out as notes under sections 1709–1 and 1723 of
this title and sections 1437a and 3901 of Title 42] may be
cited as the ‘Domestic Housing and International Re-
covery and Financial Stability Act’.’’

Pub. L. 98–181, § 1(b), Nov. 30, 1983, 97 Stat. 1155, pro-
vided that: ‘‘Titles I through V of this Act [enacting
sections 1701g–5b, 1701p–1, 1701r–1, 1701z–10a, and 1715z–12
to 1715z–18 of this title and sections 1437o to 1437q, 1490k
to 1490o, and 3542 of Title 42, The Public Health and
Welfare, amending sections 1701j–2, 1701j–3, 1701q, 1701s,
1701x, 1701z–1, 1703, 1706d, 1706e, 1707, 1709, 1710, 1713,
1715e, 1715h, 1715k, 1715l, 1715n, 1715u, 1715v, 1715w, 1715y,
1715z, 1715z–1, 1715z–1a, 1715z–5, 1715z–6, 1715z–7, 1715z–9,
1715z–10, 1721, 1735, 1735b, 1735c, 1735f–4, 1735f–8, 1735f–9,
1748h–1, 1748h–2, 1749bb, 1749aaa, 1749bbb to 1749bbb–2,
1749bbb–5 to 1749bbb–20, 2602, 2607, 2614, 2617, 3602, 3606,
3609, 3612, 3618, 3620, 3703, and 3804 of this title, and sec-
tions 1437a, 1437c, 1437d, 1437f, 1437g, 1437n, 1437l, 1439,
1452, 1452b, 1456, 1471, 1472, 1474, 1476, 1479 to 1481, 1483 to
1487, 1490, 1490a, 1490c, 1490e, 1490f, 1490j, 1500c–2, 2414,
3103, 3936, 4003, 4011 to 4020, 4022 to 4025, 4026, 4027, 4041,
4051 to 4054, 4055, 4056, 4071, 4072, 4081 to 4084, 4101 to
4107, 4121 to 4123, 4127, 4128, 5301, 5302 to 5308, 5312, 5316,
5318, 6872, 8007, 8010, and 8107 of Title 42, repealing sec-
tions 1709–1, 1720, and 1723e of this title, section 484b of
former Title 40, Public Buildings, Property, and Works,
and sections 1482, 1490g, 1490i, 1500c, 3901, 3902 to 3906,
3908, 3909, 3911, 3914, 4511 to 4524, and 4528 to 4532 of Title
42, enacting provisions set out as notes under sections
1701q, 1701z–6, 1709, 1713, 1715z–14, 1720, 2602, and 3620 of
this title, section 484b of former Title 40, and sections
602, 1436a, 1437a, 1437f, 1441, 1472, 1490a, 3901, 4015, 4122,
4518, 5316, and 5318 of Title 42, amending provisions set
out as notes under section 5301 of Title 42, and repeal-
ing provisions set out as notes under sections 1709–1 and
1723 of this title and sections 1437a and 3901 of Title 42]
may be cited as the ‘Housing and Urban-Rural Recov-
ery Act of 1983’.’’

SHORT TITLE OF 1979 AMENDMENT

Pub. L. 96–153, title III, § 311(a), Dec. 21, 1979, 93 Stat.
1115, provided that: ‘‘This section [amending section
1715z–10 of this title] may be cited as the ‘Homeowner-
ship Opportunity Act of 1979’.’’

SHORT TITLE OF 1978 AMENDMENT

Pub. L. 95–630, title VII, § 701, Nov. 10, 1978, 92 Stat.
3687, provided that: ‘‘This title [amending section 1730
of this title] may be cited as the ‘Change in Savings
and Loan Control Act of 1978’.’’

SHORT TITLE OF 1977 AMENDMENT

Pub. L. 95–24, § 1, Apr. 30, 1977, 91 Stat. 55, provided:
‘‘That this Act [amending sections 1706e, 1715k, 1715l,

1735c, 1749bbb, and 1749bbb–8 of this title and sections
1437c, 1437f, 1437g, and 1451 of Title 42, The Public
Health and Welfare, and enacting provisions set out as
a note under section 1441 of Title 42] may be cited as
the ‘Supplemental Housing Authorization Act of 1977’.’’

SHORT TITLE OF 1976 AMENDMENT

Pub. L. 94–375, § 1, Aug. 3, 1976, 90 Stat. 1067, provided
that: ‘‘This Act [enacting section 1701z–7 of this title,
amending sections 1464, 1701j–2, 1701q, 1701z–1 to 1701z–3,
1706e, 1713, 1715e, 1715k, 1715l, 1715v, 1715y, 1715z, 1715z–1,
1715z–6, 1715z–9, 1715z–10, 1723, 1723a, 1723e, 1735b, 1735c,
2708, 2709, and 2710 of this title, section 5315 of Title 5,
Government Organization and Employees, section 461
of former Title 40, Public Buildings, Property, and
Works, sections 1437a, 1437c, 1437f, 1437g, 1452b, 1480,
1490, 1490a, 3535, 4056, 4106, 4127, 4521, 5303, 5305, 5307, and
5316 of Title 42, The Public Health and Welfare, enact-
ing provisions set out as notes under sections 1437c and
1723e of this title, section 461 of former Title 40, and
section 1382 of Title 42, and amending provisions set out
as notes under sections 1715e and 1723e of this title]
may be cited as the ‘Housing Authorization Act of
1976’.’’

SHORT TITLE OF 1975 AMENDMENT

Pub. L. 94–13, prec. § 1, Apr. 8, 1975, 89 Stat. 68, pro-
vided: ‘‘That this Act [amending section 1749bbb of this
title and enacting provisions set out as a note under
section 1749bbb of this title] may be cited as the ‘Na-
tional Insurance Development Act of 1975’.’’

SHORT TITLE OF 1974 AMENDMENT

Pub. L. 93–449, § 1, Oct. 18, 1974, 88 Stat. 1364, provided
that: ‘‘This Act [enacting section 1723e of this title,
amending sections 347b, 1430, 1464, 1703, and 1709 of this
title, enacting provisions set out as notes under section
1723e of this title, and amending provisions set out as
a note under section 1904 of this title] may be cited as
the ‘Emergency Home Purchase Assistance Act of
1974’.’’

SHORT TITLE OF 1970 AMENDMENTS

Pub. L. 91–609, § 1, Dec. 31, 1970, 84 Stat. 1770, provided:
‘‘That this Act [enacting sections 1466a, 1701z–1 to
1701z–4, 1709–2, 1735f–2, 1749bbb–6a, and 1749bbb–10a to
1749bbb–10d of this title; sections 694a and 694b of Title
15, Commerce and Trade; and chapter 59 (§§ 4501 et seq.
and 4511 et seq.) of Title 42, The Public Health and Wel-
fare; amending sections 371, 1431, 1432, 1464, 1701s, 1701x,
1703, 1712, 1715c, 1715e, 1715h, 1715l, 1715z, 1715z–1, 1715z–3,
1715z–6, 1715z–7, 1717, 1718, 1730a, 1735b to 1735d, 1748h–1,
1748h–2, 1749, 1749bb, 1749cc, 1749aaa, 1749bbb, 1749bbb–2,
1749bbb–7, 1749bbb–8, 1749bbb–11 to 1749bbb–15, 1813, and
1817 of this title; sections 692 to 694 and 1705 of title 15;
section 617 of Title 16, Conservation; section 1014 of
Title 18, Crimes and Criminal Procedure; section 803 of
Title 20, Education; sections 461 and 484b of former
Title 40, Public Buildings, Property, and Works; and
sections 1401, 1402, 1410, 1415, 1421b, 1453, 1456, 1458, 1460,
1465, 1471, 1474, 1478, 1484 to 1487, 1490, 1492, 1500 to
1500d–1, 3108, 3311, 3356, 3533, 3535, 3906, 3907, and 3911 of
Title 42; repealing sections 1701d–3 1701e, and 1701f of
this title and sections 1436, 1452a, 3372, and 3373 of Title
42; enacting provisions set out as notes under section
694a of Title 15, and sections 1402, 1415, 1436, 1453, 1500
and 4501 of Title 42; amending provisions set out as
notes under sections 1701c, 1716b, and 1749bbb of this
title; and repealing provisions set out as notes under
sections 1464 and 1701e of this title and section 1456 of
Title 42] may be cited as the ‘Housing and Urban Devel-
opment Act of 1970’.’’

Pub. L. 91–351, § 1, July 24, 1970, 84 Stat. 450, provided:
‘‘That this Act [enacting sections 1451 to 1459 and
1715z–8 of this title, and section 3941 of Title 42, The
Public Health and Welfare, amending sections 82, 371,
1464, 1709–1, 1715z–3, 1717, 1719, 1720, 1726, 1730a, and 1749
of this title, and section 3906 of Title 42, and enacting
provisions set out as notes under sections 1430, 1451,
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1710, and 1715z–8 of this title, and section 1452 of Title
42] may be cited as the ‘Emergency Home Finance Act
of 1970’.’’

SHORT TITLE OF 1969 AMENDMENT

Pub. L. 91–152, § 1, Dec. 24, 1969, 83 Stat. 379, provided:
‘‘That this Act [enacting sections 806 and 807 of Title
20, Education, section 484b of former Title 40, Public
Buildings, Property, and Works, and sections 1490d and
4056 of Title 42, The Public Health and Welfare, amend-
ing sections 1425, 1464, 1701q, 1701s, 1701u, 1703, 1706d,
1707, 1709, 1709–1, 1713, 1715d, 1715e, 1715h, 1715k, 1715l,
1715m, 1715n, 1715v, 1715w, 1715y, 1715z, 1715z–1, 1715z–2,
1715z–3, 1717, 1720, 1727, 1748h–1, 1748h–2, 1749, 1749bb,
1749aaa, 1749bbb–8, 1749bbb–9, and 1749bbb–15 of this
title, section 1702 of Title 15, Commerce and Trade, sec-
tions 801 to 805, and 811 of Title 20, section 461 of former
Title 40, sections 1402, 1409, 1410, 1414, 1415, 1421b, 1441c,
1451, 1452, 1452b, 1453, 1455, 1460, 1463, 1466, 1467, 1468,
1468a, 1469b, 1483, 1485, 1487, 1489, 1496, 1500a, 3102, 3108,
3311, 3356, 3371, 3372, 3911, 4001, 4012, 4022, 4102, and 4121,
of Title 42, and sections 1603 and 1604 of Title 49, Trans-
portation, repealing section 1488 of Title 42, and enact-
ing provisions set out as notes under section 1727 of this
title, and section 1402 of Title 42] may be cited as the
‘Housing and Urban Development Act of 1969’.’’

SHORT TITLE OF 1968 AMENDMENTS

Pub. L. 90–448, § 1, Aug. 1, 1968, 82 Stat. 476, provided:
‘‘That this Act [enacting sections 1701t to 1701z, 1715z to
1715z–7, 1716b and 1749bbb to 1749bbb–21 of this title, sec-
tions 1701 to 1720 of Title 15, Commerce and Trade, and
sections 1417a, 1441a to 1441c, 1468a, 1469 to 1469c, 1490a
to 1490c, 3533a, 3901 to 3914, 3931 to 3940, 4001, 4011 to 4027,
4041, 4051 to 4055, 4071, 4072, 4081 to 4084, 4101 to 4103, and
4121 to 4127 of Title 42, The Public Health and Welfare,
amending sections 24, 371, 378, 1431, 1432, 1436, 1464,
1701d–4, 1701q, 1701s, 1703, 1709, 1709–1, 1715c, 1715e, 1715k
to 1715o, 1715q, 1715r, 1715w to 1715y, 1716, 1717 to 1723a,
1723c, 1735c, 1735d, 1748h–2, 1749, 1749b, 1749c, 1749aaa and
1757 of this title, sections 5315 of Title 5, Government
Organization and Employees, sections 633 and 636 of
Title 15, section 709 of Title 18, Crimes and Criminal
Procedure, sections 801, 802 and 805 of Title 20, Edu-
cation, section 846 of former Title 31, Money and Fi-
nance, section 1820 [now 3720] of Title 38, Veterans’ Ben-
efits, sections 461, 462 and 612 of former Title 40, Public
Buildings, Property and Works, section 207 of former
Title 40, Appendix, sections 1401, 1402, 1403, 1410, 1415,
1420, 1421b, 1436, 1451, 1452 to 1453, 1455, 1456, 1457, 1460,
1462, 1465 to 1468, 1483, 1484, 1492, 1500a, 1500d, 2414, 3101,
3102, 3104, 3108, 3311, 3331, 3332, 3335, 3336, 3338, 3356, 3372,
3534 and 3535 of Title 42, and sections 1603 to 1605 and
1608 of Title 49, Transportation, repealing sections 1417,
2401 to 2413 and 2415 to 2421 of Title 42, and note set out
under section 2401 of Title 42, and enacting provisions
set out as notes under this section and sections 1701c,
1709, 1709–1, 1715z, 1715z–1, 1716b, 1717, 1721 and 1749bbb of
this title, section 7313 of Title 5, section 1701 of Title 15,
and sections 1417, 1436, 1452, 1469, 3901 and 4001 of Title
42] may be cited as the ‘Housing and Urban Develop-
ment Act of 1968’.’’

Pub. L. 90–448, title XI, § 1101, Aug. 1, 1968, 82 Stat. 555,
provided that: ‘‘This title [enacting subchapter IX–C of
chapter 13 of this title and section 3533a of Title 42, The
Public Health and Welfare, amending sections
1701s(c)(2)(E), 1709(h) and 1735d(b) of this title, section
5315 of Title 5, Government Organization and Employ-
ees, section 636 of Title 15, and section 1462 of Title 42,
and enacting provisions set out as a note under section
7313 of Title 5] may be cited as the ‘Urban Property
Protection and Reinsurance Act of 1968’.’’

Pub. L. 90–255, § 1, Feb. 14, 1968, 82 Stat. 5, provided:
‘‘That this Act [amending section 1730a of this title]
may be cited as the ‘Savings and Loan Holding Com-
pany Amendments of 1967’.’’

SHORT TITLE OF 1966 AMENDMENT

Pub. L. 89–429, § 1, May 24, 1966, 80 Stat. 164, provided:
‘‘That this act [enacting section 745 of Title 20, Edu-

cation, amending sections 1717, 1720(c), 1749(d), and
1757(7) of this title, section 1988(c) of Title 7, Agri-
culture, and section 743(c) of Title 20, and enacting pro-
visions set out as a note under section 1717 of this title
and section 262 of former Title 5, Executive Depart-
ments and Government Officers and Employees] may be
cited as the ‘Participation Sales Act of 1966’.’’

SHORT TITLE OF 1965 AMENDMENT

Pub. L. 89–117, § 1, Aug. 10, 1965, 79 Stat. 451, provided:
‘‘That this Act [enacting sections 1701s and 1735c to
1735h, and subchapter IX–A of chapter 13 of this title,
subchapter IV–A of chapter 14B of Title 15, Commerce
and Trade, and sections 1421b, 1466 to 1468, 1500c–1,
1500c–2, 1500c–3, and 1487 to 1490, and chapters 36 and 37
of Title 42, The Public Health and Welfare, and provi-
sions set out as notes under sections 1701d–3, 1701q, and
1749 of this title, section 462 of former Title 40, Public
Buildings, Property, and Works, and sections 1451, 1453,
1455, 1460, 1465, 1466, and 3074 of Title 42, amending sec-
tions 371, 1464, 1701q, 1701o, 1701h, 1702, 1703, 1706c, 1709,
1710, 1713, 1715, 1715c, 1715e, 1715h, 1715k, 1715l, 1715m,
1715n, 1715t, 1715v, 1715w, 1715x, 1715y, 1717, 1718, 1720,
1721, 1727, 1739, 1743, 1744, 1747f, 1747g, 1748b, 1748h,
1748h–1, 1748h–2, 1749, 1749c, 1750, 1750c, and 1750g of this
title, sections 633 and 671 of Title 15, sections 802 and
803 of Title 20, Education, sections 1804 [now 3704] and
1816 [now 3732] of Title 38, Veterans’ Benefits, sections
461 and 462 of former Title 40, sections 1402, 1410, 1412,
1415, 1421a, 1422, 1451, 1452, 1452b, 1453, 1455, 1456, 1460,
1463, 1465, 1471, 1472, 1476, 1481, 1482, 1483, 1485, 1492, 1500,
1500a, 1500b, 1500c, 1500d, and 1500e of Title 42, and sec-
tions 1605 and 1608 of Title 49, Transportation, and re-
pealing sections 1715j, 1737, 1740, 1747i, 1748a, 1748c, 1750a
and 1750d of this title] may be cited as the ‘Housing and
Urban Development Act of 1965’.’’

SHORT TITLE OF 1964 AMENDMENT

Pub. L. 88–560, § 1, Sept. 2, 1964, 78 Stat. 769, provided:
‘‘That this act [enacting sections 1730b, 1735a, and 1735b
of this title, sections 801 to 805 and 811 of Title 20, Edu-
cation, and sections 1452b, 1465, and 1486 of Title 42, The
Public Health and Welfare, amending sections 24, 371,
1430, 1431, 1436, 1464, 1701q, 1703, 1709, 1710, 1713, 1715c,
1715e, 1715k to 1715n, 1715r, 1715u to 1715y, 1717, 1719 to
1721, 1723b, 1723c, 1726, 1739, 1748h–2, 1749c, and 1750c of
this title, sections 636 and 637 of Title 15, Commerce
and Trade, sections 1820 and 1823 of Title 38, Veterans’
Benefits, sections 461 and 462 of former Title 40, Public
Buildings, Property and Works, and sections 1402, 1410,
1415, 1436, 1451, 1452, 1452a, 1453, 1455, 1456, 1457, 1460, 1476,
1481 to 1483, 1485, 1492, 1500a, and 1504a of Title 42, and
enacting provisions set out as notes under section 1713
of this title, section 461 of former Title 40, and sections
1415, 1451, 1455, 1460, and 1465 of Title 42] may be cited
as the ‘Housing Act of 1964’.’’

SHORT TITLE OF 1962 AMENDMENT

Pub. L. 87–723, § 1, Sept. 28, 1962, 76 Stat. 670, provided:
‘‘That this Act [enacting this section and section 1485
of Title 42, The Public Health and Welfare, and amend-
ing sections 84 and 1701q of this title and sections 1471,
1472, 1474, 1476 and 1481 of Title 42] may be cited as the
‘Senior Citizens Housing Act of 1962.’ ’’

SHORT TITLE OF 1961 AMENDMENT

Pub. L. 87–70, § 1, June 30, 1961, 75 Stat. 149, provided:
‘‘That this Act [enacting sections 1715x and 1715y of
this title and sections 1436, 1484, 1497 and 1500 to 1500e
of Title 42, The Public Health and Welfare, amending
sections 371, 1464, 1701c, 1701q, 1703, 1709, 1710, 1713, 1715,
1715c, 1715e, 1715h, 1715j, 1715k, 1715l, 1715n, 1715o, 1715q,
1715r, 1715t, 1715v, 1715w, 1717, 1718, 1719, 1720, 1721, 1723a,
1723b, 1748b, 1748h–2, 1749, 1749b, 1749c, and 1750jj of this
title, section 631, 633 and 636 of Title 15, Commerce and
Trade, sections 461 and 462 of former Title 40, Public
Buildings, Property, and Works, and sections 1402, 1410,
1415, 1421, 1421a, 1434, 1451, 1452, 1453, 1454, 1455, 1456, 1457,
1460, 1463, 1471, 1472, 1476, 1477, 1478, 1481, 1482, 1483, 1491,
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1492, 1493, and 1594i of Title 42, and amending provisions
set out as a note under section 1592c of Title 42] may be
cited as the ‘Housing Act of 1961’.’’

SHORT TITLE OF 1959 AMENDMENT

Pub. L. 86–372, § 1, Sept. 23, 1959, 73 Stat. 654, provided:
‘‘That this Act [enacting sections 1701q, 1715t to 1715w,
and 1748–2 of this title, and section 1463 of Title 42, The
Public Health and Welfare, amending sections 24, 1464,
1703, 1706c, 1709, 1710, 1713, 1715c to 1715e, 1715h,
1715k–1715m, 1715r, 1717, 1719 to 1721, 1723b, 1731a, 1747,
1748b, 1748g, 1748h–1, 1749, 1749a, 1749c, and 1750jj of this
title, sections 461 and 462 of former Title 40, Public
Buildings, Property and Works, and sections 1401, 1402,
1410, 1415, 1450, 1451, 1452, 1453, 1455, 1456, 1457, 1460, 1586,
1594a and 1594j of Title 42, repealing section 1715i of this
title, and enacting provisions set out as notes under
sections 1720 and 1721 of this title and under sections
1456, 1460, 1476 and 1592c of Title 42] may be cited as the
‘Housing Act of 1959’.’’

SHORT TITLE OF 1956 AMENDMENT

Act Aug. 7, 1956, ch. 1029, § 1, 70 Stat. 1091, provided:
‘‘That this Act [enacting sections 1701d–3 and 1701h–1,
of this title and sections 1462, 1496, 1589d, and 1594f of
Title 42, The Public Health and Welfare; amending sec-
tions 1464, 1703, 1709, 1713, 1715e, 1715h, 1715k, 1715l, 1715r,
1717 to 1721, 1748, 1748b and 1749 of this title; section 694l
of former Title 38, Pensions, Bonuses, and Veterans’
Relief; section 461 of former Title 40, Public Buildings,
Property, and Works; and sections 1402, 1410, 1412, 1415,
1421, 1451, 1452, 1454, 1455, 1456, 1460, 1481 to 1483, 1594,
1594a, 1594b, 1594c of Title 42; repealing section 1411b of
Title 42; and enacting provisions set out as notes under
section 1703 of this title and under sections 1481, 1592c
and 1594 of Title 42] may be cited as the ‘Housing Act
of 1956’.’’

SHORT TITLE OF 1955 AMENDMENT

Act Aug. 11, 1955, ch. 783, § 1, 69 Stat. 635, provided:
‘‘That this Act [enacting section 1701d–2 of this title
and sections 1491 to 1495 and 1594 to 1594e of Title 42,
The Public Health and Welfare; amending sections 1426,
1427, 1437, 1464, 1703, 1710, 1713, 1715e, 1715h, 1715k, 1715l,
1715n, 1715r, 1720, 1726, 1729, 1739, 1748 to 1748g, 1749, 1749c
of this title; section 462 of former Title 40, Public Build-
ings, Property, and Works; sections 1410, 1451, 1453, 1456,
1460, 1481 to 1483, 1585 and 1591c of Title 42; and sections
480, 480a, 721, 721a, 910, 910a, 1408, 1408b, and 1408c of
Title 48, Territories and Insular Possessions; repealing
sections 1748g–1 and 1748h of this title; and enacting
provisions set out as notes under sections 1426, 1715e,
and 1749 of this title; section 1594 of Title 42; and under
sections 480 and 1408 of Title 48] may be cited as the
‘Housing Amendments of 1955’.’’

Act Aug. 11, 1955, ch. 783, title III, § 304, 69 Stat. 646,
provided that the amendments to sections 1749 and
1749c of this title by act Aug. 11, 1955, may be cited as
the ‘‘College Housing Amendments of 1955’’.

SHORT TITLE OF 1954 AMENDMENT

Act Aug. 2, 1954, ch. 649, § 1, 68 Stat. 590, provided:
‘‘That this Act [enacting sections 1701j–1, 1701n to 1701p,
1702a, 1715k to 1715s, 1722 to 1723d, 1731a, 1731b, 1746a and
1750aa to 1750jj of this title; sections 460 to 462 of former
Title 40, Public Buildings, Property, and Works; and
sections 1411d, 1434, 1435, 1446, 1450, 1452a, 1455a, and
1589c of Title 42, The Public Health and Welfare;
amending sections 24, 1430, 1431, 1436, 1464, 1701, 1703,
1706c, 1709, 1710, 1711, 1713, 1715c, 1715e, 1715h, 1715j, 1716,
1717 to 1721, 1725, 1728, 1729, 1730, 1748b, 1749, 1750b, 1750c
and 1750g of this title; section 709 of Title 18, Crimes
and Criminal Procedure; section 272 of Title 20, Edu-
cation; section 694a of former Title 38, Pensions, Bo-
nuses, and Veterans’ Relief; section 459 of former Title
40; and sections 1407, 1410, 1415, 1416, 1451, 1452, 1453, 1454,
1455, 1456, 1457, 1459, 1460, 1481 to 1483, 1585, 1587, 1591c
and 1592a of Title 42; repealing sections 1701j, 1706,
1716–1 and 1716a of this title; section 456 of former Title

40; sections 1451a, 1461 and 1551 of Title 42; and sections
484e, 724, and 1426 of Title 48, Territories and Insular
Possessions; and enacting provisions set out as notes
under sections 1703, 1710, 1715n, 1715s, and 1716 of this
title; section 846 of former Title 31, Money and Finance;
and under sections 1434, 1446, and 1450 of Title 42] may
be cited as the ‘Housing Act of 1954’.’’

Section 201 of act Aug. 2, 1954, which generally
amended subchapter III of this chapter, provided by
section 312 of act June 27, 1934, as added to that act by
section 201, that subchapter III of this chapter, may be
referred to as the ‘‘Federal National Mortgage Associa-
tion Charter Act’’.

SHORT TITLE OF 1953 AMENDMENT

Act June 30, 1953, ch. 170, § 1, 67 Stat. 121, provided:
‘‘This Act [enacting sections 1715j and 1735 of this title,
and sections 723 and 1425 of Title 48, Territories and In-
sular Possessions; amending sections 1701j, 1706c(b),
1709, 1711(c)(i), 1715d, 1715e(d), 1715h, 1716(a), 1716–1, 1717,
1748b(a), (b), 1749(a), 1750b(a), and 1750g(b) of this title,
sections 1402(10), 1456(e), 1460(g), 1591(a), 1591c, 1592d(c),
and 1592n(e) of Title 42, The Public Health and Welfare,
and section 2166(c) of the Appendix to Title 50, War and
National Defense; and enacting provisions set out as a
note under section 1463 of this title, relating to dissolu-
tion and abolishment of the Home Owners’ Loan Cor-
poration] may be cited as the ‘Housing Amendments of
1953’.’’

SHORT TITLE OF 1952 AMENDMENT

Act July 14, 1952, ch. 723, § 1, 66 Stat. 601, provided
that: ‘‘This Act [enacting sections 1701m, 1706d, and
1715i of this title and amending sections 1422, 1423, 1464,
1466, 1701g–2, 1707, 1713, 1715d, 1715h, 1716, 1717, 1726, 1736,
1745, 1747l, 1748, and 1750b of this title; sections 1481 to
1483, 1589a, 1592a, 1592l, and 1593 of Title 42, The Public
Health and Welfare; and sections 484 and 484d of Title
48, Territories and Insular Possessions] may be cited as
the ‘Housing Act of 1952’.’’

SHORT TITLE OF 1950 AMENDMENT

Act Apr. 20, 1950, ch. 94, § 1, 64 Stat. 48, provided that
‘‘This Act [enacting sections 1701j to 1701l, 1715e, 1715f,
and 1749 to 1749c of this title and sections 1581 to 1589
and 1590 of Title 42, The Public Health and Welfare;
amending sections 371, 1430, 1701c, 1703, 1705, 1706, 1706b,
1706c, 1707 to 1709, 1710 to 1715, 1715b, 1715c, 1716, 1717,
1720, 1721, 1736 to 1746, 1747 to 1747c, and 1747e to 1747l of
this title, section 1017 of Title 7, Agriculture, section
604 of Title 15, Commerce and Trade, and sections 1412,
1521 to 1524, 1532, 1533, 1542 to 1548, 1552, 1553, 1561, 1571,
1572, and 1575 of Title 42; and enacting provisions set
out as notes under sections 1701, 1701k, 1703, and 1709 of
this title, section 1017 of Title 7, and section 1412 of
Title 42] may be cited as the ‘Housing Act of 1950’.’’

SHORT TITLE OF 1948 AMENDMENT

Act Aug. 10, 1948, ch. 832, § 1, 62 Stat. 1268, provided
that: ‘‘This Act [enacting sections 1701c, 1701e to
1701g–3, 1702, 1703, 1709, 1710, 1713, 1716, 1738, 1743 to 1746,
and 1747 to 1747l of this title; section 846 of former Title
31, Money and Finance; section 694 of former Title 38,
Pensions, Bonuses, and Veterans’ Relief; and section
1404a of Title 42, The Public Health and Welfare] may
be cited as the ‘Housing Act of 1948’.’’

REGULATIONS

Pub. L. 106–569, title VIII, § 802, Dec. 27, 2000, 114 Stat.
3018, provided that: ‘‘The Secretary of Housing and
Urban Development (referred to in this title as the
‘Secretary’) shall issue any regulations to carry out
this title [see section 801 of Pub. L. 106–569, set out as
a Short Title of 2000 Amendment note above] and the
amendments made by this title that the Secretary de-
termines may or will affect tenants of federally as-
sisted housing only after notice and opportunity for
public comment in accordance with the procedure
under section 553 of title 5, United States Code, applica-
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ble to substantive rules (notwithstanding subsections
(a)(2), (b)(B), and (d)(3) of such section). Notice of such
proposed rulemaking shall be provided by publication
in the Federal Register. In issuing such regulations,
the Secretary shall take such actions as may be nec-
essary to ensure that such tenants are notified of, and
provided an opportunity to participate in, the rule-
making, as required by such section 553.’’

PREFERENCES FOR NATIVE HAWAIIANS ON HAWAIIAN
HOME LANDS UNDER HUD PROGRAMS

Secretary of Housing and Urban Development to pro-
vide a preference to native Hawaiians for housing as-
sistance programs under this chapter for housing lo-
cated on Hawaiian home lands, see section 958 of Pub.
L. 101–625, set out as a note under section 1437f of Title
42, The Public Health and Welfare.

LIMITATION ON WITHHOLDING OR CONDITIONING OF
ASSISTANCE

Assistance provided for in Housing and Community
Development Act of 1974, National Housing Act, United
States Housing Act of 1937, Housing Act of 1949, Dem-
onstration Cities and Metropolitan Development Act of
1966, and Housing and Urban Development Acts of 1965,
1968, 1969, and 1970 not to be withheld or made subject
to conditions by reason of tax-exempt status of obliga-
tions issued or to be issued for financing of assistance,
except as otherwise provided by law, see section 817 of
Pub. L. 93–383, set out as a note under section 5301 of
Title 42, The Public Health and Welfare.

§ 1701a. Short title of amendment of 1938

The Act of February 3, 1938, ch. 13, 52 Stat. 8,
may be cited as the ‘‘National Housing Act
Amendments of 1938.’’

(Feb. 3, 1938, ch. 13, § 1, 52 Stat. 8.)

REFERENCES IN TEXT

The National Housing Act Amendments of 1938, re-
ferred to in text, enacted sections 1715a, 1715b, and 1733
of this title and amended sections 24, 1703, 1707 to 1709,
1710 to 1715, 1716, 1717, 1718, and section 1731 [see sec-
tions 433, 493, 657, 1006, and 1008 to 1010 of Title 18,
Crimes and Criminal Procedure] of this title.

CODIFICATION

Section was enacted as part of the National Housing
Act Amendments of 1938, and not as part of the Na-
tional Housing Act which comprises this chapter.

§ 1701b. Short title of amendment of 1942

The Act of May 26, 1942, ch. 319, 56 Stat. 301,
may be cited as the ‘‘National Housing Act
Amendments of 1942’’.

(May 26, 1942, ch. 319, § 15, 56 Stat. 305.)

REFERENCES IN TEXT

The National Housing Act Amendments of 1942, re-
ferred to in text, enacted section 1743 of this title,
amended heading of subchapter VI of this chapter [pre-
ceding section 1736 of this title], amended sections 1703,
1715c, 1737, 1738, 1739, and 1740 of this title, and enacted
provisions set out as a note under section 1743 of this
title.

CODIFICATION

Section was enacted as part of the National Housing
Act Amendments of 1942, and not as part of the Na-
tional Housing Act which comprises this chapter.

§ 1701c. Secretary of Housing and Urban Devel-
opment

In carrying out his functions, powers, and du-
ties—

(a) Employment of personnel; delegation of func-
tions

The Secretary of Housing and Urban Develop-
ment may appoint such officers and employees
as he may find necessary, which appointments
shall be subject to the civil-service laws and
chapter 51 and subchapter III of chapter 53 of
title 5. The Secretary may make such expendi-
tures as may be necessary to carry out his func-
tions, powers, and duties, and there are author-
ized to be appropriated to the Secretary, out of
any moneys in the Treasury not otherwise ap-
propriated, such sums as may be necessary to
carry out such functions, powers, and duties and
for administrative expenses in connection there-
with. The Secretary, without in any way reliev-
ing himself from final responsibility, may dele-
gate any of his functions and powers to such of-
ficers, agents, or employees as he may des-
ignate, may authorize such successive redele-
gations of such functions and powers, as he may
deem desirable, and may make such rules and
regulations as may be necessary to carry out his
functions, powers, and duties.
(b) Omitted

(c) Additional powers and duties of Secretary
and Federal Home Loan Bank Board

The Secretary of Housing and Urban Develop-
ment and the Director of the Office of Thrift Su-
pervision, respectively, may, in addition to and
not in derogation of any powers and authorities
conferred elsewhere in this Act.

(1) with the consent of the agency or organi-
zation concerned, accept and utilize equip-
ment, facilities, or the services of employees
of any Federal, State, or local public agency
or instrumentality, educational institution, or
nonprofit agency or organization and, in con-
nection with the utilization of such services,
may make payments for transportation while
away from their homes or regular places of
business and per diem in lieu of subsistence en
route and at place of such service, in accord-
ance with the provisions of section 5703 of title
5;

(2) utilize, contract with and act through,
without regard to section 5 of title 41, any
Federal, State, or local public agency or in-
strumentality, educational institution, or
non-profit agency or organization with the
consent of the agency or organization con-
cerned, and any funds available to said officers
for carrying out their respective functions,
powers, and duties shall be available to reim-
burse or pay any such agency or organization;
and, whenever in the judgment of any such of-
ficer necessary, he may make advance,
progress, or other payments with respect to
such contracts without regard to the provi-
sions of subsections (a) and (b) of section 3324
of title 31; and

(3) make expenditures for all necessary ex-
penses, including preparation, mounting, ship-
ping, and installation of exhibits; purchase
and exchange of technical apparatus; and such
other expenses as may, from time to time, be
found necessary in carrying out their respec-
tive functions, powers, and duties: Provided,
That funds made available for administrative
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1 So in original. Probably should refer to the Director of the
Office of Thrift Supervision.

expenses in carrying out the functions, pow-
ers, and duties imposed upon the Secretary of
Housing and Urban Development and the Fed-
eral Home Loan Bank Board,1 respectively, by
or pursuant to law may at their option be con-
solidated into a single administrative expense
fund accounts of such officer or agency for ex-
penditure by them, respectively, in accordance
with the provisions hereof.

(d) Use of funds for library memberships
The Secretary of Housing and Urban Develop-

ment may utilize funds made available to him
for salaries and expenses for payment in advance
for dues or fees for library memberships in orga-
nizations (or for membership of the individual
librarians in organizations which will not accept
library membership) whose publications are
available to members only, or to members at a
price lower than to the general public, and for
payment in advance for publications available
only upon that basis or available at a reduced
price on prepublication order.

(Aug. 10, 1948, ch. 832, title V, § 502, 62 Stat. 1283;
Oct. 28, 1949, ch. 782, title XI, § 1106(a), 63 Stat.
972; Apr. 20, 1950, ch. 94, title V, § 503, 64 Stat. 80;
Pub. L. 87–70, title IX, § 909, June 30, 1961, 75
Stat. 192; Pub. L. 90–19, § 5(d)(1)–(3), (8)–(13), May
25, 1967, 81 Stat. 21; Pub. L. 98–479, title II,
§§ 202(b), 203(c), Oct. 17, 1984, 98 Stat. 2228, 2229;
Pub. L. 100–242, title V, § 570(a)(1), (3), Feb. 5,
1988, 101 Stat. 1949, 1950; Pub. L. 101–73, title III,
§ 306, Aug. 9, 1989, 103 Stat. 352.)

REFERENCES IN TEXT

The civil service laws, referred to in subsec. (a), are
set forth in Title 5, Government Organization and Em-
ployees. See, particularly, section 3301 et seq. of that
title.

This Act, referred to in subsec. (c), is act Aug. 10,
1948, ch. 832, 62 Stat. 1268, as amended, known as the
Housing Act of 1948. For complete classification of this
Act to the Code, see Short Title of 1948 Amendments
note set out under section 1701 of this title and Tables.

CODIFICATION

Subsec. (b) of section 502 of act Aug. 10, 1948, is set
out as section 1404a of Title 42, The Public Health and
Welfare.

Section was enacted as part of the Housing Act of
1948, and not as part of the National Housing Act which
comprises this chapter.

AMENDMENTS

1989—Subsec. (c). Pub. L. 101–73, § 306(a), which di-
rected the substitution of ‘‘Director of the Office of
Thrift Supervision’’ for ‘‘Federal Home Loan Bank
Board (which term as used in this section shall also in-
clude and refer to the Federal Savings and Loan Insur-
ance Corporation, the Home Owners Loan Corporation,
and the Chairman of the Federal Home Loan Bank
Board)’’, was executed as directed, except that ‘‘Home
Owners’ ’’ rather than ‘‘Home Owners’’ appeared in the
original in the language struck out.

Subsec. (c)(1). Pub. L. 101–73, § 306(b), substituted ‘‘of
any Federal, State, or local’’ for ‘‘of any State or
local’’.

1988—Subsec. (a). Pub. L. 100–242, § 570(a)(1), struck
out ‘‘The Secretary of Commerce or his designee shall
hereafter be included in the membership of the Na-
tional Housing Council.’’

Subsec. (c)(2). Pub. L. 100–242, § 570(a)(3), inserted
‘‘and’’ at end.

1984—Subsec. (a). Pub. L. 98–479, § 202(b)(1), sub-
stituted ‘‘chapter 51 and subchapter III of chapter 53 of
title 5’’ for ‘‘the Classification Act of 1949, as amend-
ed’’.

Subsec. (c)(1). Pub. L. 98–479, § 202(b)(2), substituted
‘‘section 5703 of title 5’’ for ‘‘5 U.S.C. 73b–2’’.

Subsec. (c)(2). Pub. L. 98–479, § 203(c), substituted
‘‘subsections (a) and (b) of section 3324 of title 31’’ for
‘‘section 3648 of the Revised Statutes [31 U.S.C. 529]’’.

1967—Subsec. (a). Pub. L. 90–19, § 5(d)(1)–(3), sub-
stituted ‘‘Secretary of Housing and Urban Develop-
ment’’ for ‘‘Housing and Home Finance Administrator’’
and ‘‘Secretary’’ for ‘‘Administrator’’ wherever appear-
ing, and struck out provision for preparation of official
seal and judicial notice thereof.

Subsec. (c). Pub. L. 90–19, § 5(d)(8), (9), substituted
‘‘Secretary of Housing and Urban Development and the
Federal Home Loan Bank Board’’ for ‘‘Housing and
Home Finance Administrator, the Home Loan Bank
Board’’ where it first appears and ‘‘Federal Home Loan
Bank Board’’ for ‘‘Home Loan Bank Board, the Federal
Housing Commissioner, and the Public Housing Com-
missioner’’.

Subsec. (c)(3). Pub. L. 90–19, § 5(d)(10), (11), substituted
‘‘Secretary of Housing and Urban Development and the
Federal Home Loan Bank Board’’ and ‘‘such officer or
agency’’ for ‘‘Housing and Home Finance Adminis-
trator, the Home Loan Bank Board, the Federal Hous-
ing Commissioner, and the Public Housing Commis-
sioner’’ and ‘‘said officers or agencies’’.

Subsec. (d). Pub. L. 90–19, § 5(d)(12), (13), substituted
‘‘Secretary of Housing and Urban Development may
utilize funds made available to him’’ for ‘‘Housing and
Home Finance Administrator, the Federal Housing
Commissioner and the Public Housing Commissioner,
respectively, may utilize funds made available to
them’’ and struck out ‘‘of the respective agencies’’
after ‘‘librarians’’.

1961—Subsec. (c)(3). Pub. L. 87–70, § 909(1), struck out
provisions which made section 5 of title 41 inapplicable
to any purchase or contract by officers (or their agen-
cies) for services or supplies if the amount thereof does
not exceed $300.

Subsec. (d). Pub. L. 87–70, § 909(2), added subsec. (d).
1950—Act Apr. 20, 1950, amended third sentence of sub-

sec. (a) to authorize the Administrator to permit re-
delegation of functions and powers which he had dele-
gated previously to officers, agents, and employees but
this does not relieve him of any final responsibility,
and inserted ‘‘or pay’’ after ‘‘reimburse’’ in subsec.
(c)(2).

1949—Subsec. (a). Act Oct. 28, 1949, substituted ‘‘Clas-
sification Act of 1949’’ for ‘‘Classification Act of 1923’’.

REPEALS

Act Oct. 28, 1949, ch. 782, cited as a credit to this sec-
tion, was repealed (subject to a savings clause) by Pub.
L. 89–554, Sept. 6, 1966, § 8, 80 Stat. 632, 655.

TRANSFER OF FUNCTIONS

Federal Home Loan Bank Board abolished and func-
tions transferred, see sections 401 to 406 of Pub. L.
101–73, set out as a note under section 1437 of this title.

EMERGENCY PREPAREDNESS FUNCTIONS

For assignment of certain emergency preparedness
functions to Secretary of Housing and Urban Develop-
ment, see Parts 1, 2, and 9 of Ex. Ord. No. 12656, Nov. 18,
1988, 53 F.R. 47491, set out as a note under section 5195
of Title 42, The Public Health and Welfare.

ANNUAL REPORT ON AREAS OF PROGRAM ADMINISTRA-
TION AND MANAGEMENT WHICH REQUIRE IMPROVE-
MENT

Pub. L. 90–448, § 5, Aug. 1, 1968, 82 Stat. 477, as amend-
ed by Pub. L. 91–609, title IX, § 918, Dec. 31, 1970, 84 Stat.
1816, directed Secretary to report annually to Commit-
tees on Banking and Currency of House and Senate,
identifying specific areas of program administration
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and management which require improvement, describ-
ing actions taken and proposed, and recommendations
for legislation, prior to repeal by Pub. L. 93–608, § 1(9),
Jan. 2, 1975, 88 Stat. 1968.

EXECUTIVE ORDER NO. 11196

Ex. Ord. No. 11196, Feb. 2, 1965, 30 F.R. 1171, which del-
egated functions to Housing and Home Finance Admin-
istrator, was revoked by Ex. Ord. No. 12553, Feb. 25,
1986, 51 F.R. 7237.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1701z–2 of this
title.

§ 1701c�1. Omitted

CODIFICATION

Section, act June 24, 1954, ch. 359, title I, § 101, 68 Stat.
283, provided for promotion of economy, efficiency and
fidelity in operations of Housing and Home Finance
Agency by its Administrator, on and after June 24, 1954,
under Reorg. Plan No. 3 of 1947, eff. July 27, 1947, 12 F.R.
4981, 61 Stat. 954, set out in the Appendix to Title 5,
Government Organization and Employees, through as-
signment and reassignment of functions, reorganiza-
tions, and reallocation and transfers of administrative
expense funds and authority. Functions, powers, and
duties of such agency, its head and other officers were
transferred to and vested in the Secretary of Housing
and Urban Development by Pub. L. 89–174, § 5, Sept. 9,
1965, 79 Stat. 669, classified to section 3534 of Title 42,
The Public Health and Welfare.

§ 1701d. Repealed. Pub. L. 89�554, § 8(a), Sept. 6,
1966, 80 Stat. 655

Section, acts Aug. 10, 1948, ch. 832, title V, § 501(a), 62
Stat. 1283; Oct. 15, 1949, ch. 695, § 3, 63 Stat. 880, provided
for compensation of Housing and Home Finance Admin-
istrator.

§§ 1701d�1, 1701d�2. Repealed. Pub. L. 90�19,
§§ 6(i), 12(a), May 25, 1967, 81 Stat. 22, 23

Section 1701d–1, act July 15, 1949, ch. 338, title VI,
§ 605, 63 Stat. 440, provided for appointment and duties
of a Deputy Housing and Home Finance Administrator,
including status of acting Administrator during ab-
sence, disability, or vacancy in office.

Section 1701d–2, act Aug. 11, 1955, ch. 783, title I, § 113,
69 Stat. 642, prescribed compensation of Community
Facilities Commissioner at same rate established for
heads of constituent agencies of the Housing and Home
Finance Agency. See section 5315 of Title 5, Govern-
ment Organization and Employees. Section was pre-
viously repealed by Pub. L. 89–554, § 8(a), Sept. 6, 1966,
80 Stat. 658.

§ 1701d�3. Repealed. Pub. L. 91�609, title V,
§ 503(3), Dec. 31, 1970, 84 Stat. 1785

Section, acts Aug. 7, 1956, ch. 1029, title VI, § 602, 70
Stat. 1113; May 25, 1967, Pub. L. 90–19, § 13(b), 81 Stat. 24;
Aug. 12, 1970, Pub. L. 91–375, § 6(e), 84 Stat. 776, related
to research and provided for: authorization for specific
programs; contracts and working agreements, amount
of authorization, appropriations, duration of contract,
and unexpended balances of appropriations; dissemina-
tion of data; acquisition and use of data; and authority
of Secretary. See sections 1701z–1 to 1701z–4 of this title.

§ 1701d�4. Exchange and assembly of housing
and urban planning and development data;
payment of expenses; acceptance of funds,
services, facilities, materials, and other dona-
tions; approval of Secretary of State for
international programs and activities

(a) The Secretary of Housing and Urban Devel-
opment may exchange data relating to housing

and urban planning and development with other
nations and assemble such data from other na-
tions, through participation in international
conference and other means, where such ex-
change or assembly is deemed by him to be ben-
eficial in carrying out his responsibilities under
the Department of Housing and Urban Develop-
ment Act [42 U.S.C. 3531 et seq.] or other legisla-
tion. In carrying out his responsibilities under
this subsection the Secretary may—

(1) pay the expenses of participation in ac-
tivities conducted under authority of this sec-
tion including, but not limited to, the com-
pensation, travel expenses, and per diem in
lieu of subsistence of persons serving in an ad-
visory capacity while away from their homes
or regular places of business in connection
with attendance at international meetings and
conferences, or other travel for the purpose of
exchange or assembly of data relating to hous-
ing and urban planning and development; but
such travel expenses shall not exceed those au-
thorized for regular officers and employees
traveling in connection with said activities;
and

(2) accept from international organizations,
foreign countries, and private nonprofit foun-
dations, funds, services, facilities, materials,
and other donations to be utilized jointly in
carrying out activities under this section.

(b) International programs and activities car-
ried out by the Secretary under the authority
provided in subsection (a) of this section shall be
subject to the approval of the Secretary of State
for the purpose of assuring that such authority
shall be exercised in a manner consistent with
the foreign policy of the United States.

(Pub. L. 85–104, title VI, § 604, July 12, 1957, 71
Stat. 305; Pub. L. 90–19, § 14(b), May 25, 1967, 81
Stat. 24; Pub. L. 90–448, title XVII, § 1709, Aug. 1,
1968, 82 Stat. 606.)

REFERENCES IN TEXT

The Department of Housing and Urban Development
Act, referred to in subsec. (a), is Pub. L. 89–174, Sept. 9,
1965, 79 Stat. 667, as amended, which is classified gener-
ally to chapter 44 (§ 3531 et seq.) of Title 42, The Public
Health and Welfare. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 3531 of Title 42 and Tables.

CODIFICATION

Section was enacted as part of the Housing Act of
1957, and not as part of the National Housing Act which
comprises this chapter.

AMENDMENTS

1968—Pub. L. 90–448 designated existing provisions as
subsec. (a), inserted reference to assembly of data from
other nations, and authorized payment of expenses of
participation in activities conducted under authority
of this section, and acceptance from international or-
ganizations, foreign countries, and private nonprofit
foundations of funds, services, facilities, materials and
other donations to be utilized jointly, and added sub-
sec. (b).

1967—Pub. L. 90–19 substituted ‘‘Secretary of Housing
and Urban Development’’ and ‘‘Department of Housing
and Urban Development’’ for ‘‘Housing and Home Fi-
nance Administrator’’ and ‘‘Housing and Home Finance
Agency’’, respectively.
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§§ 1701e, 1701f. Repealed. Pub. L. 91�609, title V,
§ 503(1), Dec. 31, 1970, 84 Stat. 1785

Section 1701e, acts Aug. 10, 1948, ch. 832, title III, § 301,
62 Stat. 1276; July 15, 1949, ch. 338, title IV, § 401, 63 Stat.
431; May 25, 1967, Pub. L. 90–19, § 5(a), 81 Stat. 20; Aug.
12, 1970, Pub. L. 91–375, § 6(f), 84 Stat. 776, related to de-
velopment and promotion by Secretary of new housing
construction techniques, materials, and methods, and
provided for: improvement and standardization of
building codes, contracts for research and studies, pub-
lications, and consolidation of functions and activities;
reports to President and Congress on urban and rural
nonfarm needs; and surveys and plans by local commu-
nities and cooperation by Federal agencies. See sec-
tions 1701z–1 to 1701z–4 of this title.

Section 1701f, acts Aug. 10, 1948, ch. 832, title III, § 302,
62 Stat. 1276; July 15, 1949, ch. 338, title IV, § 401, 63 Stat.
431; May 25, 1967, Pub. L. 90–19, § 5(b), 81 Stat. 21, pro-
vided for utilization of other Federal agencies; coopera-
tive studies with industry, labor, etc.; and exercise of
powers by Secretary. See sections 1701z–1 to 1701z–4 of
this title.

§ 1701f�1. Repealed. Pub. L. 90�19, § 5(c), May 25,
1967, 81 Stat. 21

Section, act Aug. 10, 1948, ch. 832, title III, § 304, as
added July 15, 1949, ch. 338, title IV, § 401, 63 Stat. 431,
provided for appointment, powers, and compensation of
a Director. Section was previously repealed by Pub. L.
89–534, § 8(a), Sept. 6, 1966, 80 Stat. 655.

§§ 1701g to 1701g�3. Omitted

CODIFICATION

Sections 1701g to 1701g–3 were from sections 102 to
102c of the Housing Act of 1948, and provided for loans
to aid production and distribution of prefabricated
housing; provided for loans to assure maintenance of
industrial capacity for production of such homes for
national defense; provided for the powers of the Hous-
ing and Home Finance Administrator; and included mo-
bile or portable houses within the term ‘‘prefabricated
houses’’. Authority for issuance of section 1701g obliga-
tions under section 1(4) of Reorg. Plan No. 23 of 1950 as
terminating June 30, 1954, see section 1701g–5 of this
title. Authority to make or purchase section 1701g–1
loans or obligations as terminating July 31, 1954, see
section 1591c of Title 42, The Public Health and Welfare.

Section 1701g, act Aug. 10, 1948, ch. 832, title I, § 102,
62 Stat. 1275, amended Sept. 1, 1951, ch. 378, title V, § 501,
65 Stat. 311.

Section 1701g–1, act Aug. 10, 1948, ch. 832, title I,
§ 102a, added Sept. 1, 1951, ch. 378, title V, § 502, 65 Stat.
312.

Section 1701g–2, act Aug. 10, 1948, ch. 832, title I,
§ 102b, added Sept. 1, 1951, ch. 378, title V, § 502, 65 Stat.
312; amended July 14, 1952, ch. 723, § 10(e), 66 Stat. 604.

Section 1701g–3, act Aug. 10, 1948, ch. 832, title I,
§ 102c, added Sept. 1, 1951, ch. 378, title V, § 502, 65 Stat.
312.

§ 1701g�4. Omitted

CODIFICATION

Section, which placed restrictions on loans, was from
the Independent Offices Appropriation Act, 1953, act
July 5, 1952, ch. 578, title III, § 301, 66 Stat. 415, and was
not repeated in subsequent appropriation acts.

SIMILAR PROVISIONS

Similar provisions were contained in Aug. 31, 1951, ch.
376, title IV, § 401, 65 Stat. 287.

§ 1701g�5. Revolving fund in connection with liq-
uidating programs

There is established as of June 30, 1954, a re-
volving fund, and the Secretary of Housing and

Urban Development is authorized to credit said
fund with all moneys hereafter obtained or now
held by him or by any constituent agency of the
Department of Housing and Urban Development
or any other official thereof, and to account
under said fund for all assets and liabilities, in
connection with (1) community facilities pro-
vided or assisted under title II of the Lanham
Act, as amended [42 U.S.C. 1531 et seq.], or under
title III of the Defense Housing and Community
Facilities and Services Act of 1951, as amended
[42 U.S.C. 1592 et seq.]; (2) loans or advances
made pursuant to title V of the War Mobiliza-
tion and Reconversion Act of 1944 (58 Stat. 791),
or the Act of October 13, 1949; (3) functions
transferred under Reorganization Plan No. 23 of
1950, or authorized under sections 102, 102a, 102b,
and 102c of the Housing Act of 1948, as amended
[12 U.S.C. 1701g to 1701g–3]; (4) notes or other ob-
ligations purchased pursuant to the Alaska
Housing Act, as amended (48 U.S.C. 484(a)); (5)
subsistence homesteads and greentowns (Acts of
June 29, 1936, 49 Stat. 2035, and May 19, 1949, 63
Stat. 68); (6) public war housing under title I of
the Lanham Act, as amended [42 U.S.C. 1521 et
seq.], and defense housing under title III of the
Defense Housing and Community Facilities and
Services Act of 1951, as amended [42 U.S.C. 1592
et seq.]; and (7) veterans’ re-use housing under
title V of the Lanham Act, as amended [42
U.S.C. 1571 et seq.]: Provided, That said fund
shall be available for all necessary expenses (in-
cluding administrative expenses) in connection
with the liquidation of the programs carried out
pursuant to the foregoing provisions of law, in-
cluding operation, maintenance, improvement,
or disposition of facilities, and for disburse-
ments pursuant to outstanding commitments
against moneys herein authorized to be credited
to said fund, repayment of obligations to the
Treasury, and refinancing and refunding oper-
ations on existing loans: Provided further, That
any amount in said fund which is determined to
be in excess of requirements for the purposes
hereof shall be declared and paid as liquidating
dividends to the Treasury not less often than an-
nually: Provided further, That after June 24, 1954,
no additional notes or obligations shall be pur-
chased from funds appropriated pursuant to the
Alaska Housing Act, as amended (48 U.S.C.
484(d)), except for the furtherance or refinancing
of an existing loan: Provided further, That except
for extensions, or refinancing, of existing obliga-
tions the authority to issue obligations to the
Secretary of the Treasury under section 1(4) of
Reorganization Plan No. 23 of 1950, shall termi-
nate on June 30, 1954.

(June 24, 1954, ch. 359, title II, § 201, 68 Stat. 295.)

REFERENCES IN TEXT

The Lanham Act, as amended, referred to in cls. (1),
(6), and (7), is act Oct. 14, 1940, ch. 862, 54 Stat. 1125, as
amended, known as the Lanham Public War Housing
Act. Title I of the Lanham Act is classified generally to
subchapter II (§ 1521 et seq.) of chapter 9 of Title 42, The
Public Health and Welfare. Titles II and V of the
Lanham Act were classified to subchapters III (§ 1531 et
seq.) and VI (§ 1571 et seq.), respectively, of chapter 9 of
Title 42, and were omitted from the Code. For further
details, see References in Text note set out under sec-
tion 1522 of Title 42. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 1501 of Title 42 and Tables.
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The Defense Housing and Community Facilities and
Services Act, as amended, referred to in cls. (1) and (6),
is act Sept. 1, 1951, ch. 378, 65 Stat. 293, as amended.
Title III of the Act is classified generally to subchapter
IX (§ 1592 et seq.) of chapter 9 of Title 42. For complete
classification of this Act to the Code, see Short Title of
1951 Amendment note set out under section 1501 of Title
42 and Tables.

The War Mobilization and Reconversion Act of 1944,
referred to in cl. (2), is act Oct. 3, 1944, ch. 480, 58 Stat.
785, as amended, which was classified to section 1651 et
seq. of Title 50, Appendix, War and National Defense,
and which has been omitted from the Code. Title V of
the War Mobilization and Reconversion Act of 1944 was
classified to section 1671 of Title 50, Appendix. For com-
plete classification of this Act to the Code, see Tables.

Act of October 13, 1949, referred to in cl. (2), is act
Oct. 13, 1949, ch. 685, 63 Stat. 841, as amended, which was
classified generally to subchapter I (§ 451 et seq.) of
chapter 9 of former Title 40, Public Buildings, Property,
and Works. Sections 1–5, 7, and 8 of the Act were re-
pealed by Pub. L. 107–217, § 6(b), Aug. 21, 2002, 116 Stat.
1304. Section 6 of the Act was repealed by act Aug. 2,
1954, ch. 649, title VIII, § 802(b), 68 Stat. 642. See section
1701o of this title.

Reorganization Plan No. 23 of 1950, referred to in cl.
(3) and in the last proviso, is set out in the Appendix to
Title 5, Government Organization and Employees.

The Alaska Housing Act, as amended, referred to in
cl. (3) and in the third proviso, is act Apr. 23, 1949, ch.
89, 63 Stat. 57, as amended, which was classified prin-
cipally to sections 484 to 484d of Title 48, Territories
and Insular Possessions and was omitted from the
Code, except for section 2(a) of the Act, which added
section 214 to the National Housing Act and which is
classified to section 1715d of this title. For complete
classification of this Act to the Code, see Tables.

Act June 29, 1936, 49 Stat. 2035, referred to in cl. (5),
which related to resettlement or rural rehabilitation
projects, and which was classified to sections 431 to 434
of former Title 40, Public Buildings, Property, and
Works, was repealed by act Aug. 14, 1946, ch. 964,
§ 2(a)(1), 60 Stat. 1062. See chapter 50 (§ 1921 et seq.) of
Title 7, Agriculture.

Act May 19, 1949, 63 Stat. 68, referred to in cl. (5), au-
thorized the sale, without competitive bidding, of cer-
tain resettlement projects in Maryland, Wisconsin, and
Ohio, and was not classified to the Code.

CODIFICATION

Section was enacted as a part of title II of the Inde-
pendent Offices Appropriation Act, 1955, and not as part
of the National Housing Act which comprises this chap-
ter.

The third and last provisos contained in the original
have been omitted from this section. Those provisos
contained limitations on amounts available during fis-
cal year 1955 for certain administrative and other ex-
penses. Similar or related limitations were contained
in the following prior appropriation acts:

Oct. 17, 1975, Pub. L. 94–116, title I, 89 Stat. 583.
Sept. 6, 1974, Pub. L. 93–414, title I, 88 Stat. 1096.
Oct. 26, 1973, Pub. L. 93–137, title I, 87 Stat. 492.
Aug. 14, 1972, Pub. L. 92–383, title I, 86 Stat. 541.
Aug. 10, 1971, Pub. L. 92–78, title I, 85 Stat. 273.
Dec. 17, 1970, Pub. L. 91–556, title IV, 84 Stat. 1462.
Nov. 16, 1969, Pub. L. 91–126, title III, 83 Stat. 241.
Oct. 4, 1968, Pub. L. 90–550, title III, 82 Stat. 955.
Nov. 3, 1967, Pub. L. 90–121, title II, 81 Stat. 359.
Sept. 6, 1966, Pub. L. 89–555, title II, 80 Stat. 686.
Aug. 16, 1965, Pub. L. 89–128, title II, 79 Stat. 541.
Aug. 30, 1964, Pub. L. 88–507, title II, 78 Stat. 664.
Dec. 19, 1963, Pub. L. 88–215, title II, 77 Stat. 446.
Oct. 3, 1962, Pub. L. 87–741, title II, 76 Stat. 738.
Aug. 17, 1961, Pub. L. 87–141, title II, 75 Stat. 362.
July 12, 1960, Pub. L. 86–626, title II, 74 Stat. 443.
Sept. 14, 1959, Pub. L. 86–255, title II, 73 Stat. 516.
Aug. 28, 1958, Pub. L. 85–844, title II, 72 Stat. 1080.
June 29, 1957, Pub. L. 85–69, title II, 71 Stat. 240.
June 27, 1956, ch. 452, title II, 70 Stat. 354.

May 19, 1956, ch. 313, Ch. V, 70 Stat. 166.
June 30, 1955, ch. 244, title II, 69 Stat. 213.

TRANSFER OF FUNCTIONS

Functions of Housing and Home Finance Agency and
Administrator thereof transferred to Secretary of
Housing and Urban Development by section 5(a) of De-
partment of Housing and Urban Development Act (Pub.
L. 89–174, Sept. 9, 1965, 79 Stat. 669) which is classified
to section 3534(a) of Title 42, The Public Health and
Welfare.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1701g–5a,
1701g–5b, 1701g–5c of this title; title 42 sections 1585,
5317.

§ 1701g�5a. Transfer of New Communities Fund
assets and liabilities

The Secretary shall transfer all assets and li-
abilities of the fund established pursuant to sec-
tion 717 of the Housing and Urban Development
Act of 1970, as amended (42 U.S.C. 4518), to the
Revolving fund (liquidating programs) estab-
lished pursuant to title II of the Independent Of-
fices Appropriation Act, 1955, as amended (12
U.S.C. 1701g–5).

(Pub. L. 98–45, title I, § 101, July 12, 1983, 97 Stat.
223.)

REFERENCES IN TEXT

Section 717 of the Housing and Urban Development
Act of 1970, as amended (42 U.S.C. 4518), referred to in
text, was repealed by Pub. L. 98–181, title IV, § 474(e),
Nov. 30, 1983, 97 Stat. 1239, but remaining in effect until
completion of the transfer required in title I of the De-
partment of Housing and Urban Development-Independ-
ent Agencies Appropriation Act, 1984.

The Independent Offices Appropriation Act, 1955, as
amended, referred to in text, is act June 24, 1954, ch.
359, 68 Stat. 272, as amended. Provisions of title II of
this Act relating to the establishment of the revolving
fund (liquidating programs) are classified to section
1701g–5 of this title. For complete classification of this
Act to the Code, see Tables.

CODIFICATION

Section was enacted as part of the Department of
Housing and Urban Development-Independent Agencies
Appropriation Act, 1984, and not as part of the National
Housing Act which comprises this chapter.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1701g–5b of this
title.

§ 1701g�5b. Liquidation of New Communities Pro-
gram; cancellation of debt

(a) Law applicable
In order to provide for the management and

orderly liquidation of the assets, and discharge
the liabilities, acquired or incurred in connec-
tion with the new communities program author-
ized pursuant to title IV of the Housing and
Urban Development Act of 1968 [42 U.S.C. 3901 et
seq.] and title VII of the Housing and Urban De-
velopment Act of 1970 [42 U.S.C. 4501 et seq.]
(hereafter referred to in this section as ‘‘title
IV’’ and ‘‘title VII’’, respectively), the liquida-
tion of the new communities program shall be
carried out pursuant to the provisions of law ap-
plicable to the revolving fund (liquidating pro-
grams) established pursuant to title II of the
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Independent Offices Appropriations Act, 1955 [12
U.S.C. 1701g–5], upon the transfer by the Sec-
retary of Housing and Urban Development (here-
after in this section referred to as the ‘‘Sec-
retary’’) of the assets and liabilities of the fund
authorized under section 717 of title VII [42
U.S.C. 4518] to such revolving fund, as required
in title I of the Department of Housing and
Urban Development-Independent Agencies Ap-
propriation Act, 1984 [12 U.S.C. 1701g–5a]. The
Secretary shall report to the Congress not less
than sixty days prior to taking any action with
respect to the disposition of real property (other
than a purchase money mortgage) which in-
volves any further potential liability of or as-
sistance from the Department of Housing and
Urban Development with respect to any prop-
erty so transferred.
(b) Availability of revolving fund moneys for ad-

ministrative and other expenses
In carrying out the purposes of subsection (a)

of this section, all moneys in the revolving fund
(liquidating programs) shall be available for
necessary administrative and other expenses of
servicing and liquidating obligations guaranteed
pursuant to section 403 and section 713 of title
IV and title VII, respectively [42 U.S.C. 3902,
4514], including costs of services (including legal
services) performed on a contract or fee basis,
and to discharge any other liability acquired or
incurred in connection with the new commu-
nities program. Notwithstanding any other pro-
vision of law relating to the acquisition, han-
dling, improvement, or disposal of real and
other property by the United States, the Sec-
retary of Housing and Urban Development shall
also have power, for the protection of the inter-
ests of the revolving fund (liquidating pro-
grams), to pay out of any moneys in such fund
all expenses or charges in connection with the
acquisition, handling, improvement, or disposal
of any property, real or personal, acquired by
the Secretary either prior or subsequent to No-
vember 30, 1983, as a result of recoveries under
security, subrogation, or other rights in connec-
tion with the new communities program.
(c) Issuance of obligations to Secretary of the

Treasury
After making the transfer required in title I of

the Department of Housing and Urban Develop-
ment-Independent Agencies Appropriation Act,
1984 [12 U.S.C. 1701g–5a], the Secretary of Hous-
ing and Urban Development may issue obliga-
tions to the Secretary of the Treasury in an
amount sufficient to enable the Secretary of
Housing and Urban Development to satisfy any
guarantee made pursuant to section 403 or 713 of
title IV or title VII, respectively [42 U.S.C. 3902,
4514], and otherwise carry out the functions au-
thorized by this section. The obligations issued
under this subsection shall have such maturities
and bear such rate or rates of interest as shall
be determined by the Secretary of the Treasury.
The Secretary of the Treasury is authorized and
directed to purchase any obligations so issued,
and for that purpose the Secretary of the Treas-
ury is authorized to use as a public debt trans-
action the proceeds from the sale of any securi-
ties issued under chapter 31 of title 31, and the
purposes for which securities may be issued

under such chapter are extended to include pur-
chases of obligations issued under this sub-
section.
(d) Cancellation of obligations

Upon the transfer required in title I of the De-
partment of Housing and Urban Development-
Independent Agencies Appropriation Act, 1984
[12 U.S.C. 1701g–5a], each obligation issued by
the Secretary of Housing and Urban Develop-
ment to the Secretary of the Treasury pursuant
to section 407(a) or 717(b) of title IV or title VII,
respectively [42 U.S.C. 3906(a), 4518(b)], together
with any promise to repay the principal and un-
paid interest which has accrued on each obliga-
tion, and any other term or condition specified
by each such obligation, is canceled.

(Pub. L. 98–181, title IV, § 474(a)–(d), Nov. 30, 1983,
97 Stat. 1238, 1239.)

REFERENCES IN TEXT

The Housing and Urban Development Act of 1968, re-
ferred to in subsec. (a), is Pub. L. 90–448, Aug. 1, 1968, 82
Stat. 476, as amended. Title IV of the Housing and
Urban Development Act, which was classified to chap-
ter 48 (§ 3901 et seq.) of Title 42, The Public Health and
Welfare, was repealed, with certain exceptions which
were omitted from the Code, by Pub. L. 98–181, title IV,
§ 474(e), Nov. 30, 1983, 97 Stat. 1239. Sections 403 and 407
of the Housing and Urban Development Act of 1968 were
classified to sections 3902 and 3906, respectively, of
Title 42, and were repealed by section 474(e) of Pub. L.
98–181. For complete classification of this Act to the
Code, see Short Title of 1968 Amendment note set out
under section 1701 of this title and Tables.

The Housing and Urban Development Act of 1970, re-
ferred to in subsec. (a), is Pub. L. 91–609, Dec. 31, 1970,
84 Stat. 1770, as amended. Title VII of the Housing and
Urban Development Act of 1970, known as the Urban
Growth and New Community Development Act of 1970,
is classified principally to chapter 59 (§ 4501 et seq.) of
Title 42. Sections 713 and 717 of the Housing and Urban
Development Act of 1970 were classified to sections 4514
and 4518, respectively, of Title 42, and were repealed by
Pub. L. 98–181, title IV, § 474(e), Nov. 30, 1983, 97 Stat.
1239. For complete classification of this Act to the
Code, see Short Title of 1970 Amendment note set out
under section 1701 of this title and Tables.

The Independent Offices Appropriation Act, 1955, as
amended, referred to in subsec. (a), is act June 24, 1954,
ch. 359, 68 Stat. 272, as amended. Provisions of title II
of this Act relating to the establishment of the revolv-
ing fund (liquidating programs) are classified to section
1701g–5 of this title. For complete classification of this
Act to the Code, see Tables.

The Department of Housing and Urban Development-
Independent Agencies Appropriation Act, 1984, referred
to in subsecs. (a), (c), and (d), is Pub. L. 98–45, July 12,
1983, 97 Stat. 219. Provisions of title I of this Act requir-
ing the transfer of assets and liabilities to the revolv-
ing fund (liquidating programs) are classified to section
1701g–5a of this title. For complete classification of this
Act to the Code, see Tables.

CODIFICATION

Section was enacted as part of the Housing and
Urban-Rural Recovery Act of 1983 and also as part of
the Domestic Housing and International Recovery and
Financial Stability Act, and not as part of the National
Housing Act which comprises this chapter.

§ 1701g�5c. Transfer of rehabilitation loan fund
assets and liabilities

Notwithstanding section 289(c) of the Cran-
ston-Gonzalez National Affordable Housing Act
(Public Law 101–625), the assets and liabilities of



Page 456TITLE 12—BANKS AND BANKING§ 1701h

1 See References in Text note below.

the revolving fund established by section 1452b 1

of title 42, and any collections, including repay-
ments or recaptured amounts, of such fund shall
be transferred to and merged with the Revolving
Fund (liquidating programs), established pursu-
ant to title II of the Independent Offices Appro-
priation Act, 1955, as amended (12 U.S.C.
1701g–5), effective October 1, 1991.

(Pub. L. 102–139, title II, Oct. 28, 1991, 105 Stat.
752.)

REFERENCES IN TEXT

Section 289(c) of the Cranston-Gonzalez National Af-
fordable Housing Act (Pub. L. 101–625), referred to in
text, is not classified to the Code.

Section 1452b of title 42, referred to in text, was re-
pealed by Pub. L. 101–625, title II, § 289(b), Nov. 28, 1990,
104 Stat. 4128.

The Independent Offices Appropriation Act, 1955, as
amended, referred to in text, is act June 24, 1954, ch.
359, 68 Stat. 272, as amended. Provisions of title II of
this Act relating to the establishment of the revolving
fund (liquidating programs) are classified to section
1701g–5 of this title. For complete classification of this
Act to the Code, see Tables.

CODIFICATION

Section was enacted as part of the Departments of
Veterans Affairs and Housing and Urban Development,
and Independent Agencies Appropriations Act, 1992, and
not as part of the National Housing Act which com-
prises this chapter.

§ 1701h. Advisory committees; payment of trans-
portation and other expenses

The Secretary of Housing and Urban Develop-
ment is authorized to establish such advisory
committee or committees as he may deem nec-
essary in carrying out any of his functions, pow-
ers, and duties under this or any other Act or
authorization. Persons serving without com-
pensation as members of any such committee
may be paid transportation expenses and not to
exceed $25 per diem in lieu of subsistence, as au-
thorized by section 5703 of title 5.

(July 15, 1949, ch. 338, title VI, § 601, 63 Stat. 439;
Aug. 2, 1954, ch. 649, title VIII, § 807, 68 Stat. 645;
Pub. L. 89–117, title XI, § 1106, Aug. 10, 1965, 79
Stat. 503; Pub. L. 90–19, § 6(h), May 25, 1967, 81
Stat. 22; Pub. L. 98–479, title II, § 202(c), Oct. 17,
1984, 98 Stat. 2228.)

REFERENCES IN TEXT

This Act, referred to in text, is act July 15, 1949, ch.
338, 63 Stat. 413, as amended, known as the Housing Act
of 1949, which is classified principally to chapter 8A
(§ 1441 et seq.) of Title 42, The Public Health and Wel-
fare. For complete classification of this Act to the
Code, see Short Title note set out under section 1441 of
Title 42 and Tables.

CODIFICATION

Section was enacted as part of the Housing Act of
1949, and not as part of the National Housing Act which
comprises this chapter.

AMENDMENTS

1984—Pub. L. 98–479 substituted ‘‘section 5703 of title
5’’ for ‘‘section 5 of the Act of August 2, 1946 (5 U.S.C.
73b–2)’’.

1967—Pub. L. 90–19 substituted ‘‘The Secretary of
Housing and Urban Development’’ and ‘‘he’’ for ‘‘The

Housing and Home Finance Administrator and the head
of each constituent agency of the Housing and Home
Finance Agency’’ and ‘‘each’’, respectively.

1965—Pub. L. 89–117 struck out provision that de-
clared inapplicable the conflict-of-interest statutes in
the case of members of advisory committees.

1954—Act Aug. 2, 1954, permitted heads of constituent
agencies of the Housing and Home Finance Agency to
establish advisory committees, inserted provisions re-
lating to inapplicability of the conflict-of-interest stat-
utes with respect to committee members serving with-
out compensation, and inserted provisions relating to
payment of expenses.

TERMINATION OF ADVISORY COMMITTEES

Advisory committees in existence on Jan. 5, 1973, to
terminate not later than the expiration of the 2-year
period following Jan. 5, 1973, unless, in the case of a
committee established by the President or an officer of
the Federal Government, such committee is renewed by
appropriate action prior to the expiration of such 2-
year period, or in the case of a committee established
by the Congress, its duration is otherwise provided by
law. See section 14 of Pub. L. 92–463, Oct. 6, 1972, 86
Stat. 776, set out in the Appendix to Title 5, Govern-
ment Organization and Employees.

EX. ORD. NO. 10486. ADVISORY COMMITTEE ON
GOVERNMENT HOUSING POLICIES AND PROGRAMS

Ex. Ord. No. 10486, Sept. 12, 1953, 18 F.R. 5561, pro-
vided:

1. There shall be established the Advisory Committee
on Government Housing Policies and Programs.

2. The Committee shall make, or cause to be made,
studies and surveys of the housing policies and pro-
grams of the Government and the organization within
the Executive Branch for the administration of such
policies and programs, and shall advise the Housing and
Home Finance Administrator and the President with
respect thereto.

3. The Housing and Home Finance Administrator
shall serve as the Chairman of the Committee, and the
other members of the Committee shall be appointed
pursuant to the provisions of this Executive Order and
Section 601 of the Housing Act of 1949 (63 Stat. 439) [this
section].

4. To work directly with the Housing and Home Fi-
nance Administrator in the task of directing specific
studies and surveys and developing concrete recom-
mendations, there shall be in the Committee an Execu-
tive Committee, consisting of members of the Commit-
tee designated for such purpose, and the Housing and
Home Finance Administrator shall serve as the Chair-
man of such Executive Committee.

5. Administrative expenses in connection with the
work of the Committee, including expenses of advisers
and consultants appointed by the Chairman in connec-
tion therewith, shall, upon authorization therefor by
the Chairman or his delegate, be paid pursuant to the
authority therefor under the heading, ‘‘Housing and
Home Finance Agency, Office of the Administrator’’ in
the Supplemental Appropriation Act, 1954 (Public Law
207, Eighty-third Congress, approved August 7, 1953).

DWIGHT D. EISENHOWER.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1701h–1 of this
title; title 20 section 802.

§ 1701h�1. Housing for elderly persons advisory
committee

The Secretary of Housing and Urban Develop-
ment shall establish, in accordance with the
provisions of section 1701h of this title, an advi-
sory committee on matters relating to housing
for elderly persons.

(Aug. 7, 1956, ch. 1029, title I, § 104(d), 70 Stat.
1093; Pub. L. 90–19, § 13(a), May 25, 1967, 81 Stat.
24.)
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CODIFICATION

Section was enacted as part of the Housing Act of
1956, and not as part of the National Housing Act which
comprises this chapter.

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary of Housing
and Urban Development’’ for ‘‘Housing and Home Fi-
nance Administrator’’.

TERMINATION OF ADVISORY COMMITTEES

Advisory committees in existence on Jan. 5, 1973, to
terminate not later than the expiration of the 2-year
period following Jan. 5, 1973, unless, in the case of a
committee established by the President or an officer of
the Federal Government, such committee is renewed by
appropriate action prior to the expiration of such 2-
year period, or in the case of a committee established
by the Congress, its duration is otherwise provided for
by law. See section 14 of Pub. L. 92–463, Oct. 6, 1972, 86
Stat. 776, set out in the Appendix to Title 5, Govern-
ment Organization and Employees.

§§ 1701i, 1701i�1. Omitted

Section 1701i, act July 15, 1949, ch. 338, title VI, § 603,
63 Stat. 440; 1953 Reorg. Plan No. 1, § 5, eff. Apr. 11, 1953,
18 F.R. 2053, 67 Stat. 631, included the Secretary of
Labor and the Secretary of Health, Education, and Wel-
fare or their designees in the membership of the Na-
tional Housing Council of the Housing and Home Fi-
nance Agency.

Section 1701i–1, act Sept. 1, 1951, ch. 378, title VI, § 615,
65 Stat. 317, included the Secretary of Defense or his
designee and excluded the Chairman of Board of Direc-
tors of Reconstruction Finance Corporation or his des-
ignee from National Housing Council membership.

§ 1701j. Repealed. Aug. 2, 1954, ch. 649, title VIII,
§ 813, 68 Stat. 647

Section, acts Apr. 20, 1950, ch. 94, title V, § 504, 64
Stat. 81; Sept. 1, 1951, ch. 378, title VI, § 613(a), 65 Stat.
316; June 30, 1953, ch. 170, § 23, 67 Stat. 127, related to
control of charges and fees, imposed by lenders upon
builders and purchasers in connection with home loans,
by the Federal Housing Commissioner and the Adminis-
trator of Veterans’ Affairs.

Sections 1, 509, and 510 of act Apr. 20, 1950, were for-
merly set out as notes under this section. See notes
under section 1701k of this title.

§ 1701j�1. Builder�s certification as to construc-
tion

(a) Warranty requirements
The Secretary of Housing and Urban Develop-

ment is authorized and directed to require that,
in connection with any property upon which
there is located a dwelling designed principally
for not more than a four-family residence and
which is approved for mortgage insurance prior
to the beginning of construction, the seller or
builder, and such other person as may be re-
quired by the said Secretary to become warran-
tor, shall deliver to the purchaser or owner of
such property a warranty that the dwelling is
constructed in substantial conformity with the
plans and specifications (including any amend-
ments thereof, or changes and variations there-
in, which have been approved in writing by the
Secretary of Housing and Urban Development)
on which the Secretary of Housing and Urban
Development based his valuation of the dwell-
ing: Provided, That the Secretary of Housing and
Urban Development shall deliver to the builder,

seller, or other warrantor his written approval
(which shall be conclusive evidence of such ap-
proval) of any amendment of, or change or vari-
ation in, such plans and specifications which the
Secretary deems to be a substantial amendment
thereof, or change or variation therein, and
shall file a copy of such written approval with
such plans and specifications: Provided further,
That such warranty shall apply only with re-
spect to such instances of substantial non-
conformity to such approved plans and specifica-
tions (including any amendments thereof, or
changes or variations therein, which have been
approved in writing, as provided herein, by the
Secretary of Housing and Urban Development)
as to which the purchaser or homeowner has
given written notice to the warrantor within
one year from the date of conveyance of title to,
or initial occupancy of, the dwelling, whichever
first occurs: Provided further, That such war-
ranty shall be in addition to, and not in deroga-
tion of, all other rights and privileges which
such purchaser or owner may have under any
other law or instrument: And provided further,
That the provisions of this section shall apply to
any such property covered by a mortgage in-
sured by the Secretary of Housing and Urban
Development on and after October 1, 1954, unless
such mortgage is insured pursuant to a commit-
ment therefor made prior to October 1, 1954.
(b) Availability of plans and specifications

The Secretary of Housing and Urban Develop-
ment is further directed to permit copies of the
plans and specifications (including written ap-
provals of any amendments thereof, or changes
or variations therein, as provided herein) for
dwellings in connection with which warranties
are required by subsection (a) of this section to
be made available in their appropriate local of-
fices for inspection or for copying by any pur-
chaser, homeowner, or warrantor during such
hours or periods of time as the said Secretary
may determine to be reasonable.

(Aug. 2, 1954, ch. 649, title VIII, § 801, 68 Stat. 642;
Pub. L. 85–857, § 13(s)(2), Sept. 2, 1958, 72 Stat.
1266; Pub. L. 90–19, § 10(e), May 25, 1967, 81 Stat.
22.)

CODIFICATION

Section was enacted as part of the Housing Act of
1954, and not as part of the National Housing Act which
comprises this chapter.

AMENDMENTS

1967—Subsecs. (a), (b). Pub. L. 90–19 substituted ‘‘Sec-
retary of Housing and Urban Development’’ and ‘‘Sec-
retary’’ for ‘‘Federal Housing Commissioner’’ and
‘‘Commissioner’’, respectively.

1958—Subsec. (a). Pub. L. 85–857 struck out provisions
that related to Administrator of Veterans’ Affairs and
to mortgages guaranteed by him.

Subsec. (b). Pub. L. 85–857 struck out provisions that
related to Administrator of Veterans’ Affairs.

EFFECTIVE DATE OF 1958 AMENDMENT

Amendment by Pub. L. 85–857 effective Jan. 1, 1959,
see section 2 of Pub. L. 85–857, set out as an Effective
Date note preceding part 1 of Title 38, Veterans’ Bene-
fits.

STUDY REGARDING HOME WARRANTY PLANS

Pub. L. 102–550, title V, § 514, Oct. 28, 1992, 106 Stat.
3789, directed Secretary of Housing and Urban Develop-
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ment to conduct a study of home and builder’s warran-
ties and protection plans regarding construction of, and
materials used in, 1- to 4-family dwellings subject to
mortgages insured under title II of the National Hous-
ing Act (12 U.S.C. 1707 et seq.), and submit a report to
Congress regarding findings of the study and any rec-
ommendations of the Secretary resulting from the
study, not later than the expiration of the 12-month pe-
riod beginning on Oct. 28, 1992.

§ 1701j�2. National Institute of Building Sciences

(a) Congressional findings and declaration of
purpose

(1) The Congress finds (A) that the lack of an
authoritative national source to make findings
and to advise both the public and private sectors
of the economy with respect to the use of build-
ing science and technology in achieving nation-
ally acceptable standards and other technical
provision for use in Federal, State, and local
housing and building regulations is an obstacle
to efforts by and imposes severe burdens upon
all those who procure, design, construct, use, op-
erate, maintain, and retire physical facilities,
and frequently results in the failure to take full
advantage of new and useful developments in
technology which could improve our living envi-
ronment; (B) that the establishment of model
buildings codes or of a single national building
code will not completely resolve the problem be-
cause of the difficulty at all levels of govern-
ment in updating their housing and building
regulations to reflect new developments in tech-
nology, as well as the irregularities and incon-
sistencies which arise in applying such require-
ments to particular localities or special local
conditions; (C) that the lack of uniform housing
and building regulatory provisions increases the
costs of construction and thereby reduces the
amount of housing and other community facili-
ties which can be provided; and (D) that the ex-
istence of a single authoritative nationally rec-
ognized institution to provide for the evaluation
of new technology could facilitate introduction
of such innovations and their acceptance at the
Federal, State, and local levels.

(2) The Congress further finds, however, that
while an authoritative source of technical find-
ings is needed, various private organizations and
institutions, private industry, labor, and Fed-
eral and other governmental agencies and enti-
ties are presently engaged in building research,
technology development, testing, and evalua-
tion, standards and model code development and
promulgation, and information dissemination.
These existing activities should be encouraged
and these capabilities effectively utilized wher-
ever possible and appropriate to the purposes of
this section.

(3) The Congress declares that an authori-
tative nongovernmental instrument needs to be
created to address the problems and issues de-
scribed in paragraph (1), that the creation of
such an instrument should be initiated by the
Government, with the advice and assistance of
the National Academy of Sciences-National
Academy of Engineering-National Research
Council (hereinafter referred to as the ‘‘Acad-
emies-Research Council’’) and of the various sec-
tors of the building community, including labor
and management, technical experts in building

science and technology, and the various levels of
government.
(b) Establishment; advice and assistance of Acad-

emies-Research Council and other agencies
and organizations knowledgeable in building
technology

(1) There is authorized to be established, for
the purposes described in subsection (a)(3) of
this section, an appropriate nonprofit, non-
governmental instrument to be known as the
National Institute of Building Sciences (herein-
after referred to as the ‘‘Institute’’), which shall
not be an agency or establishment of the United
States Government. The Institute shall be sub-
ject to the provisions of this section and, to the
extent consistent with this section, to a charter
of the Congress if such a charter is requested
and issued or to the District of Columbia Non-
profit Corporation Act if that is deemed pref-
erable.

(2) The Academies-Research Council, along
with other agencies and organizations which are
knowledgeable in the field of building tech-
nology, shall advise and assist in (A) the estab-
lishment of the Institute; (B) the development of
an organizational framework to encourage and
provide for the maximum feasible participation
of public and private scientific, technical, and
financial organizations, institutions, and agen-
cies now engaged in activities pertinent to the
development, promulgation, and maintenance of
performance criteria, standards, and other tech-
nical provisions for building codes and other
regulations; and (C) the promulgation of appro-
priate organizational rules and procedures in-
cluding those for the selection and operation of
a technical staff, such rules and procedures to be
based upon the primary object of promoting the
public interest and insuring that the widest pos-
sible variety of interests and experience essen-
tial to the functions of the Institute are rep-
resented in the Institute’s operations. Recom-
mendations of the Academies-Research Council
shall be based upon consultations with and rec-
ommendations from various private organiza-
tions and institutions, labor, private industry,
and governmental agencies entities operating in
the field, and the Consultative Council as pro-
vided for under subsection (c)(8) of this section.

(3) Nothing in this section shall be construed
as expressing the intent of the Congress that the
Academies-Research Council itself be required
to assume any function or operation vested in
the Institute by or under this section.
(c) Board of Directors; number; appointment;

membership; terms of office; vacancies; ap-
pointment, etc., of Chairman and Vice Chair-
man; employees of United States; travel and
subsistence expenses; appointment and com-
pensation of president and other executive
officers and employees; establishment, mem-
bership, and functions of Consultative Coun-
cil

(1) The Institute shall have a Board of Direc-
tors (hereinafter referred to as the ‘‘Board’’)
consisting of not less than fifteen nor more than
twenty-one members, appointed by the Presi-
dent of the United States by and with the advice
and consent of the Senate. The Board shall be
representative of the various segments of the
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building community, of the various regions of
the country, and of the consumers who are or
would be affected by actions taken in the exer-
cise of the functions and responsibilities of the
Institute, and shall include (A) representatives
of the construction industry, including rep-
resentatives of construction labor organizations,
product manufacturers, and builders, housing
management experts, and experts in building
standards, codes, and fire safety, and (B) mem-
bers representative of the public interest in such
numbers as may be necessary to assure that a
majority of the members of the Board represent
the public interest and that there is adequate
consideration by the Institute of consumer in-
terests in the exercise of its functions and re-
sponsibilities. Those representing the public in-
terest on the Board shall include architects, pro-
fessional engineers, officials of Federal, State,
and local agencies, and representatives of con-
sumer organizations. Such members of the
Board shall hold no financial interest or mem-
bership in, nor be employed by, or receive other
compensation from, any company, association,
or other group associated with the manufacture,
distribution, installation, or maintenance of
specialized building products, equipment, sys-
tems, subsystems, or other construction mate-
rials and techniques for which there are avail-
able substitutes.

(2) The members of the initial Board shall
serve as incorporators and shall take whatever
actions are necessary to establish the Institute
as provided for under subsection (b)(1) of this
section.

(3) The term of office of each member of the
initial and succeeding Boards shall be three
years; except that (A) any member appointed to
fill a vacancy occurring prior to the expiration
of the term for which his predecessor was ap-
pointed shall be appointed for the remainder of
such term; and (B) the terms of office of mem-
bers first taking office shall begin on the date of
incorporation and shall expire, as designated at
the time of their appointment, one-third at the
end of one year, one-third at the end of two
years, and one-third at the end of three years.
No member shall be eligible to serve in excess of
three consecutive terms of three years each.
Notwithstanding the preceding provisions of
this subsection, a member whose term has ex-
pired may serve until his successor has quali-
fied.

(4) Any vacancy in the initial and succeeding
Boards shall not affect its power, but shall be
filled in the manner in which the original ap-
pointments were made, or, after the first five
years of operation, as provided for by the orga-
nizational rules and procedures of the Institute;
except that, notwithstanding any such rules and
procedures as may be adopted by the Institute,
the President of the United States, by and with
the advice and consent of the Senate, shall ap-
point, as representative of the public interest,
two of the members of the Board of Directors se-
lected each year for terms commencing in that
year.

(5) The President shall designate one of the
members appointed to the initial Board as
Chairman; thereafter, the members of the initial
and succeeding Boards shall annually elect one

of their number as Chairman. The members of
the Board shall also elect one or more of their
Members as Vice Chairman. Terms of the Chair-
man and Vice Chairman shall be for one year
and no individual shall serve as Chairman or
Vice Chairman for more than two consecutive
terms.

(6) The members of the initial or succeeding
Boards shall not, by reason of such membership,
be deemed to be employees of the United States
Government. They shall, while attending meet-
ings of the Board or while engaged in duties re-
lated to such meetings or in other activities of
the Board pursuant to this section, be entitled
to receive compensation at the rate of $100 per
day including traveltime, and while away from
their homes or regular places of business they
may be allowed travel expenses, including per
diem in lieu of subsistence, equal to that au-
thorized under section 5703 of title 5, for persons
in the Government service employed intermit-
tently.

(7) The Institute shall have a president and
such other executive officers and employees as
may be appointed by the Board at rates of com-
pensation fixed by the Board. No such executive
officer or employee may receive any salary or
other compensation from any source other than
the Institute during the period of his employ-
ment by the Institute.

(8) The Institute shall establish, with the ad-
vice and assistance of the Academies-Research
Council and other agencies and organizations
which are knowledgeable in the field of building
technology, a Consultative Council, membership
in which shall be available to representatives of
all appropriate private trade, professional, and
labor organizations, private and public stand-
ards, code, and testing bodies, public regulatory
agencies, and consumer groups, so as to insure a
direct line of communication between such
groups and the Institute and a vehicle for rep-
resentative hearings on matters before the Insti-
tute.

(d) Financial restrictions and prohibitions
(1) The Institute shall have no power to issue

any shares of stock, or to declare or pay any
dividends.

(2) No part of the income or assets of the Insti-
tute shall inure to the benefit of any director,
officer, employee, or other individual except as
salary or reasonable compensation for services.

(3) The Institute shall not contribute to or
otherwise support any political party or can-
didate for elective public office.

(e) Exercise of functions and responsibilities
(1) The Institute shall exercise its functions

and responsibilities in four general areas, relat-
ing to building regulations, as follows:

(A) Development, promulgation, and mainte-
nance of nationally recognized performance
criteria, standards, and other technical provi-
sions for maintenance of life, safety, health,
and public welfare suitable for adoption by
building regulating jurisdictions and agencies,
including test methods and other evaluative
techniques relating to building systems, sub-
systems, components, products, and materials
with due regard for consumer problems.
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(B) Evaluation and prequalification of exist-
ing and new building technology in accordance
with subparagraph (A).

(C) Conduct of needed investigations in di-
rect support of subparagraphs (A) and (B).

(D) Assembly, storage, and dissemination of
technical data and other information directly
related to subparagraphs (A), (B), and (C).

(2) The Institute in exercising its functions
and responsibilities described in paragraph (1)
shall assign and delegate, to the maximum ex-
tent possible, responsibility for conducting each
of the needed activities described in paragraph
(1) to one or more of the private organizations,
institutions, agencies, and Federal and other
governmental entities with a capacity to exer-
cise or contribute to the exercise of such respon-
sibility, monitor the performance achieved
through assignment and delegation, and, when
deemed necessary, reassign and delegate such
responsibility.

(3) The Institute in exercising its functions
and responsibilities under paragraphs (1) and (2)
shall (A) give particular attention to the devel-
opment of methods for encouraging all sectors
of the economy to cooperate with the Institute
and to accept and use its technical findings, and
to accept and use the nationally recognized per-
formance criteria, standards, and other tech-
nical provisions developed for use in Federal,
State, and local building codes and other regula-
tions which result from the program of the In-
stitute; (B) seek to assure that its actions are
coordinated with related requirements which
are imposed in connection with community and
environmental development generally; and (C)
consult with the Department of Justice and
other agencies of government to the extent nec-
essary to insure that the national interest is
protected and promoted in the exercise of its
functions and responsibilities.
(f) Contract and grant authorization; donations;

fees; amounts received in addition to
amounts appropriated

(1) The Institute is authorized to accept con-
tracts and grants from Federal, State, and local
governmental agencies and other entities, and
grants and donations from private organiza-
tions, institutions, and individuals.

(2) The Institute may, in accordance with
rates and schedules established with guidance as
provided under subsection (b)(2) of this section,
establish fees and other charges for services pro-
vided by the Institute or under its authoriza-
tion.

(3) Amounts received by the Institute under
this section shall be in addition to any amounts
which may be appropriated to provide its initial
operating capital under subsection (h) of this
section.
(g) Technical findings and performance criteria

and standards; applicability and use by Fed-
eral departments, agencies, and establish-
ments, and State and local governments; sup-
porting grants and contracts

(1) Every department, agency, and establish-
ment of the Federal Government, in carrying
out any building or construction, or any
building- or construction-related programs,

which involves direct expenditures, and in devel-
oping technical requirements for any such build-
ing or construction, shall be encouraged to ac-
cept the technical findings of the Institute, or
any nationally recognized performance criteria,
standards, and other technical provisions for
building regulations brought about by the Insti-
tute, which may be applicable.

(2) All projects and programs involving Fed-
eral assistance in the form of loans, grants,
guarantees, insurance, or technical aid, or in
any other form, shall be encouraged to accept,
use, and comply with any of the technical find-
ings of the Institute, or any nationally recog-
nized performance criteria, standards, and other
technical provisions for building codes and other
regulations brought about by the Institute,
which may be applicable to the purposes for
which the assistance is to be used.

(3) Every department, agency, and establish-
ment of the Federal Government having respon-
sibility for building or construction, or for
building- or construction-related programs, is
authorized and encouraged to request authoriza-
tion and appropriations for grants to the Insti-
tute for its general support, and is authorized to
contract with and accept contracts from the In-
stitute for specific services where deemed appro-
priate by the responsible Federal official in-
volved.

(4) The Institute shall establish and carry on a
specific and continuing program of cooperation
with the States and their political subdivisions
designed to encourage their acceptance of its
technical findings and of nationally recognized
performance criteria, standards, and other tech-
nical provisions for building regulations brought
about by the Institute. Such program shall in-
clude (A) efforts to encourage any changes in ex-
isting State and local law to utilize or embody
such findings and regulatory provisions; and (B)
assistance to States in the development of in-
service training programs for building officials,
and in the establishment of fully staffed and
qualified State technical agencies to advise
local officials on questions of technical interpre-
tation.
(h) Advanced Building Technology Program

(1) Establishment of Advanced Building Tech-
nology Council

There is established within the Institute, the
Advanced Building Technology Council (here-
after referred to as the ‘‘Council’’).
(2) Purposes

The Council shall carry out an Advanced
Building Technology Program for the purposes
of—

(A) identifying, selecting, and evaluating
existing and new building technologies, in-
cluding energy cost savings technologies,
that conform to recognized performance cri-
teria and meet applicable test standards for
maintenance of life, safety, health, and pub-
lic welfare when used in occupied buildings;

(B) to the extent necessary, developing cri-
teria for the use of such technology;

(C) conducting economic analyses of pro-
posed new technologies when produced and
installed in buildings at volumes associated
with comparable conventional technologies;
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(D) in cooperation with the appropriate
Federal agencies, advising building design-
ers, installers, subcontractors, contractors
and supervisory officials on the appropriate
design and use of new building technology
incorporated in federally owned or operated
buildings;

(E) in cooperation with the appropriate
Federal agencies, monitoring and evaluating
the performance of new building tech-
nologies for at least 1 year after installation
and building occupancy; and

(F) disseminating resulting data to af-
fected parties through automated informa-
tion management systems.

(3) Council membership
The Council shall be comprised of not less

than 6 and not more than 11 members selected
by the Secretary of Housing and Urban Devel-
opment from among representatives of the
various segments of the nationwide building
community that have extensive experience in
building industries, including, but not limited
to—

(A) product manufacturers;
(B) experts in the fields of health, fire haz-

ards, and safety; and
(C) independent representatives of the pub-

lic interest such as architects, professional
engineers, and representatives of consumer
organizations,

except that serving members of the National
Institute of Building Sciences Advisory Coun-
cil shall not be eligible to serve simulta-
neously on the Council.
(4) Federal participation

(A) In general
Any agency of the Federal Government in-

volved in any building or construction may
participate in the Advanced Building Tech-
nology Program with the Council to develop
and implement programs to incorporate one
or more of the recommended new tech-
nologies in a new or existing building within
the agency.
(B) Required assurances

Upon agreement between a participating
Federal agency and the Council, with re-
spect to the selection of the appropriate
technology and the schedule of necessary
work, the Council shall—

(i) provide the Federal agency with a 5-
year guarantee from the technology manu-
facturer that—

(I) all necessary corrections to the
technology will be made in the design,
installation, and maintenance of the
technology;

(II) all malfunctions will be repaired
without delay; and

(III) the technology manufacturer will
be responsible for removal of the tech-
nology in the event of its failure to per-
form as required;

(ii) provide the Federal agency and its
officials responsible for constructing or
renovating buildings utilizing the new
technology, as well as the designers, in-

stallers, subcontractors, and contractors
responsible for the design, construction, or
renovation of the buildings utilizing such
technology with the technical information
necessary to ensure its most appropriate
use,

(iii) in cooperation with the Federal
agency, monitor and evaluate the perform-
ance of the new technology, and

(iv) prepare reports to be made available
to public agencies at all levels of govern-
ment, the industry, and the public on the
performance of the new technology.

(5) Report to the Institute
The Council shall submit to the Institute an-

nually a description of its activities under the
Advanced Building Technology Program for
inclusion in the Institute’s annual report to
the Congress under subsection (j) of this sec-
tion.

(i) Authorization of appropriations
There is authorized to be appropriated to the

Institute not to exceed $5,000,000 for the fiscal
year 1975, and $5,000,000 for the fiscal year 1976,
and $5,000,000 for each of the fiscal years 1977 and
1978, and any amounts not appropriated in fiscal
years 1977 and 1978 may be appropriated in any
fiscal year through 1984 (with not more than
$500,000 to be appropriated for each of the fiscal
years 1982, 1983, and 1984 and with each appro-
priation to be available until expended), to pro-
vide the Institute with initial capital adequate
for the exercise of its functions and responsibil-
ities during such years; and thereafter the Insti-
tute shall be financially self-sustaining through
the means described in subsection (f) of this sec-
tion. In addition to the amounts authorized to
be appropriated under the first sentence of this
section, there are authorized to be appropriated
to the Institute to carry out the provisions of
this section not to exceed $512,000 for fiscal year
1991 and $534,000 for fiscal year 1992. Any amount
appropriated under the preceding sentence shall
be made available for expenditure or obligation
by the Institute only to the extent of an equal
amount received by the Institute after Novem-
ber 30, 1983, from persons or entities other than
the Federal Government.
(j) Annual report to President for transmittal to

Congress; contents
The Institute shall submit an annual report

for the preceding fiscal year to the President for
transmittal to the Congress within sixty days of
its receipt. The report shall include a compre-
hensive and detailed report of the Institute’s op-
erations, activities, financial condition, and ac-
complishments under this section and may in-
clude such recommendations as the Institute
deems appropriate.

(Pub. L. 93–383, title VIII, § 809, Aug. 22, 1974, 88
Stat. 729; Pub. L. 94–375, § 24, Aug. 3, 1976, 90
Stat. 1078; Pub. L. 95–557, title III, § 319, Oct. 31,
1978, 92 Stat. 2101; Pub. L. 97–35, title III, § 339E,
Aug. 13, 1981, 95 Stat. 417; Pub. L. 98–181, title IV,
§ 462, Nov. 30, 1983, 97 Stat. 1232; Pub. L. 100–242,
title V, § 570(f), Feb. 5, 1988, 101 Stat. 1950; Pub.
L. 101–625, title IX, § 952(a), Nov. 28, 1990, 104
Stat. 4418; Pub. L. 102–550, title IX, § 904(a), Oct.
28, 1992, 106 Stat. 3868.)
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REFERENCES IN TEXT

The District of Columbia Nonprofit Corporation Act,
referred to in subsec. (b)(1), is Pub. L. 87–569, Aug. 6,
1962, 76 Stat. 265, as amended, which is not classified to
the Code.

CODIFICATION

Section was enacted as part of the Housing and Com-
munity Development Act of 1974, and not as part of the
National Housing Act which comprises this chapter.

AMENDMENTS

1992—Subsecs. (h) to (j). Pub. L. 102–550 added subsec.
(h) and redesignated former subsecs. (h) and (i) as (i)
and (j), respectively.

1990—Subsec. (h). Pub. L. 101–625 amended second sen-
tence generally. Prior to amendment, second sentence
read as follows: ‘‘In addition to the amounts authorized
to be appropriated under the first sentence of this sec-
tion, there is authorized to be appropriated to the In-
stitute to carry out the provisions of this section not
to exceed $250,000 for fiscal year 1984.’’

1988—Subsec. (g)(4). Pub. L. 100–242, § 570(f)(1), sub-
stituted ‘‘of its’’ for ‘‘and its’’.

Subsec. (h). Pub. L. 100–242, § 570(f)(2), substituted
‘‘preceding’’ for ‘‘preceeding’’.

1983—Subsec. (h). Pub. L. 98–181 inserted provisions
relating to the appropriation of not to exceed $250,000
for fiscal 1984, such amount to be made available for ex-
penditure only to the extent of an equal amount re-
ceived from persons or entities other than the Federal
Government.

1981—Subsec. (c)(4). Pub. L. 97–35, § 339E(b), inserted
provisions respecting Presidential appointment powers
to the Board.

Subsec. (h). Pub. L. 97–35, § 339E(a), inserted provi-
sions which extended authorization from 1982 to 1984,
and enumerated amount for fiscal years 1982, 1983, and
1984.

1978—Subsec. (h). Pub. L. 95–557 inserted ‘‘, and any
amounts not appropriated in fiscal years 1977 and 1978
may be appropriated in any fiscal year through 1982’’
after ‘‘1978’’.

1976—Subsec. (h). Pub. L. 94–375 inserted ‘‘, and
$5,000,000 for each of the fiscal years 1977 and 1978’’ after
‘‘fiscal year 1976’’.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

NATIONAL INSTITUTE OF BUILDING SCIENCES TRUST
FUND; AUTHORIZATION OF APPROPRIATIONS

Pub. L. 98–396, title I, Aug. 22, 1984, 98 Stat. 1384, pro-
vided that: ‘‘There is appropriated out of funds not
otherwise appropriated, the sum of $5,000,000 to a ‘Na-
tional Institute of Building Sciences Trust Fund’ which
is hereby established in the Treasury of the United
States: Provided, That the Secretary shall invest such
funds in U.S. Treasury special issue securities at a
fixed rate of ten per centum per annum, that such in-
terest shall be credited to the Trust Fund on a quar-
terly basis, and that the Secretary shall make quar-
terly disbursements from such interest to the National
Institute of Building Sciences: Provided further, That
the total amount of such payment during any fiscal
year may not exceed $500,000 or the amount equivalent
to non-Federal funds received by the Institute during
the preceding fiscal year, whichever is less: Provided
further, That any amount of interest not used for any
such annual payment shall be paid into the general
fund of the Treasury: Provided further, That the appro-
priation of $5,000,000 made in this paragraph shall re-
vert to the Treasury, on October 1, 1989, and the Na-
tional Institute of Building Sciences Trust Fund shall
terminate following the final quarterly disbursement of
interest provided for in this paragraph.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 42 sections 6832,
8262g.

§ 1701j�3. Preemption of due-on-sale prohibitions

(a) Definitions
For the purpose of this section—

(1) the term ‘‘due-on-sale clause’’ means a
contract provision which authorizes a lender,
at its option, to declare due and payable sums
secured by the lender’s security instrument if
all or any part of the property, or an interest
therein, securing the real property loan is sold
or transferred without the lender’s prior writ-
ten consent;

(2) the term ‘‘lender’’ means a person or gov-
ernment agency making a real property loan
or any assignee or transferee, in whole or in
part, of such a person or agency;

(3) the term ‘‘real property loan’’ means a
loan, mortgage, advance, or credit sale secured
by a lien on real property, the stock allocated
to a dwelling unit in a cooperative housing
corporation, or a residential manufactured
home, whether real or personal property; and

(4) the term ‘‘residential manufactured
home’’ means a manufactured home as defined
in section 5402(6) of title 42 which is used as a
residence; and

(5) the term ‘‘State’’ means any State of the
United States, the District of Columbia, the
Commonwealth of Puerto Rico, the Virgin Is-
lands, Guam, the Northern Mariana Islands,
American Samoa, and the Trust Territory of
the Pacific Islands.

(b) Loan contract and terms governing execution
or enforcement of due-on-sale options and
rights and remedies of lenders and borrow-
ers; assumptions of loan rates

(1) Notwithstanding any provision of the con-
stitution or laws (including the judicial deci-
sions) of any State to the contrary, a lender
may, subject to subsection (c) of this section,
enter into or enforce a contract containing a
due-on-sale clause with respect to a real prop-
erty loan.

(2) Except as otherwise provided in subsection
(d) of this section, the exercise by the lender of
its option pursuant to such a clause shall be ex-
clusively governed by the terms of the loan con-
tract, and all rights and remedies of the lender
and the borrower shall be fixed and governed by
the contract.

(3) In the exercise of its option under a due-on-
sale clause, a lender is encouraged to permit an
assumption of a real property loan at the exist-
ing contract rate or at a rate which is at or
below the average between the contract and
market rates, and nothing in this section shall
be interpreted to prohibit any such assumption.
(c) State prohibitions applicable for prescribed

period; subsection (b) provisions applicable
upon expiration of such period; loans subject
to State and Federal regulation or subsection
(b) provisions when authorized by State laws
or Federal regulations

(1) In the case of a contract involving a real
property loan which was made or assumed, in-
cluding a transfer of the liened property subject
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to the real property loan, during the period be-
ginning on the date a State adopted a constitu-
tional provision or statute prohibiting the exer-
cise of due-on-sale clauses, or the date on which
the highest court of such State has rendered a
decision (or if the highest court has not so de-
cided, the date on which the next highest appel-
late court has rendered a decision resulting in a
final judgment if such decision applies State-
wide) prohibiting such exercise, and ending on
October 15, 1982, the provisions of subsection (b)
of this section shall apply only in the case of a
transfer which occurs on or after the expiration
of 3 years after October 15, 1982, except that—

(A) a State, by a State law enacted by the
State legislature prior to the close of such 3-
year period, with respect to real property
loans originated in the State by lenders other
than national banks, Federal savings and loan
associations, Federal savings banks, and Fed-
eral credit unions, may otherwise regulate
such contracts, in which case subsection (b) of
this section shall apply only if such State law
so provides; and

(B) the Comptroller of the Currency with re-
spect to real property loans originated by na-
tional banks or the National Credit Union Ad-
ministration Board with respect to real prop-
erty loans originated by Federal credit unions
may, by regulation prescribed prior to the
close of such period, otherwise regulate such
contracts, in which case subsection (b) of this
section shall apply only if such regulation so
provides.

(2)(A) For any contract to which subsection (b)
of this section does not apply pursuant to this
subsection, a lender may require any successor
or transferee of the borrower to meet customary
credit standards applied to loans secured by
similar property, and the lender may declare the
loan due and payable pursuant to the terms of
the contract upon transfer to any successor or
transferee of the borrower who fails to meet
such customary credit standards.

(B) A lender may not exercise its option pursu-
ant to a due-on-sale clause in the case of a
transfer of a real property loan which is subject
to this subsection where the transfer occurred
prior to October 15, 1982.

(C) This subsection does not apply to a loan
which was originated by a Federal savings and
loan association or Federal savings bank.
(d) Exemption of specified transfers or disposi-

tions
With respect to a real property loan secured

by a lien on residential real property containing
less than five dwelling units, including a lien on
the stock allocated to a dwelling unit in a coop-
erative housing corporation, or on a residential
manufactured home, a lender may not exercise
its option pursuant to a due-on-sale clause
upon—

(1) the creation of a lien or other encum-
brance subordinate to the lender’s security in-
strument which does not relate to a transfer of
rights of occupancy in the property;

(2) the creation of a purchase money secu-
rity interest for household appliances;

(3) a transfer by devise, descent, or operation
of law on the death of a joint tenant or tenant
by the entirety;

(4) the granting of a leasehold interest of
three years or less not containing an option to
purchase;

(5) a transfer to a relative resulting from the
death of a borrower;

(6) a transfer where the spouse or children of
the borrower become an owner of the property;

(7) a transfer resulting from a decree of a
dissolution of marriage, legal separation
agreement, or from an incidental property set-
tlement agreement, by which the spouse of the
borrower becomes an owner of the property;

(8) a transfer into an inter vivos trust in
which the borrower is and remains a bene-
ficiary and which does not relate to a transfer
of rights of occupancy in the property; or

(9) any other transfer or disposition de-
scribed in regulations prescribed by the Fed-
eral Home Loan Bank Board.

(e) Rules, regulations, and interpretations; fu-
ture income bearing loans subject to due-on-
sale options

(1) The Federal Home Loan Bank Board, in
consultation with the Comptroller of the Cur-
rency and the National Credit Union Adminis-
tration Board, is authorized to issue rules and
regulations and to publish interpretations gov-
erning the implementation of this section.

(2) Notwithstanding the provisions of sub-
section (d) of this section, the rules and regula-
tions prescribed under this section may permit a
lender to exercise its option pursuant to a due-
on-sale clause with respect to a real property
loan and any related agreement pursuant to
which a borrower obtains the right to receive fu-
ture income.

(f) Effective date for enforcement of Corpora-
tion-owned loans with due-on-sale options

The Federal Home Loan Mortgage Corporation
(hereinafter referred to as the ‘‘Corporation’’)
shall not, prior to July 1, 1983, implement the
change in its policy announced on July 2, 1982,
with respect to enforcement of due-on-sale
clauses in real property loans which are owned
in whole or in part by the Corporation.

(g) Balloon payments
Federal Home Loan Bank Board regulations

restricting the use of a balloon payment shall
not apply to a loan, mortgage, advance, or cred-
it sale to which this section applies.

(Pub. L. 97–320, title III, § 341, Oct. 15, 1982, 96
Stat. 1505; Pub. L. 98–181, title IV, § 473, Nov. 30,
1983, 97 Stat. 1237.)

CODIFICATION

Section was enacted as part of the Thrift Institutions
Restructuring Act and also as part of the Garn-St Ger-
main Depository Institutions Act of 1982, and not as
part of the National Housing Act which comprises this
chapter.

AMENDMENTS

1983—Subsec. (d). Pub. L. 98–181 substituted ‘‘With re-
spect to a real property loan secured by a lien on resi-
dential real property containing less than five dwelling
units, including a lien on the stock allocated to a
dwelling unit in a cooperative housing corporation, or
on a residential manufactured home, a lender’’ for ‘‘A
lender’’.
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TERMINATION OF TRUST TERRITORY OF THE PACIFIC
ISLANDS

For termination of Trust Territory of the Pacific Is-
lands, see note set out preceding section 1681 of Title
48, Territories and Insular Possessions.

TRANSFER OF FUNCTIONS

Federal Home Loan Bank Board abolished and func-
tions transferred, see sections 401 to 406 of Pub. L.
101–73, set out as a note under section 1437 of this title.

§ 1701k. Right to redeem property on which
United States has lien

The right to redeem provided for by section
2410(c) of title 28, shall not arise in any case in
which the subordinate lien or interest of the
United States derives from the issuance of in-
surance under the National Housing Act, as
amended [12 U.S.C. 1701 et seq.].

(Apr. 20, 1950, ch. 94, title V, § 505, 64 Stat. 81;
Pub. L. 85–857, § 13(q), Sept. 2, 1958, 72 Stat. 1266.)

REFERENCES IN TEXT

The National Housing Act, as amended, referred to in
text, is act June 27, 1934, ch. 847, 48 Stat. 1246, as
amended, which is classified principally to this chapter
(§ 1701 et seq.). For complete classification of this Act
to the Code, see section 1701 of this title and Tables.

CODIFICATION

Section was enacted as part of the Housing Act of
1950, and not as part of the National Housing Act which
comprises this chapter.

AMENDMENTS

1958—Pub. L. 85–857 struck out provisions which relat-
ed to the right to redeem in cases in which the subordi-
nate lien or interest derives from the issuance of guar-
anties of insurance under the Serviceman’s Readjust-
ment Act of 1944, as amended.

EFFECTIVE DATE OF 1958 AMENDMENT

Amendment by Pub. L. 85–857 effective Jan. 1, 1959,
see section 2 of Pub. L. 85–857, set out as an Effective
Date note preceding part 1 of Title 38, Veterans’ Bene-
fits.

ACT APRIL 20, 1950, AS CONTROLLING LAW; HOUSING
AND HOME FINANCE ADMINISTRATOR UNAFFECTED

Section 509 of act Apr. 20, 1950, provided that: ‘‘Inso-
far as the provisions of any other law are inconsistent
with the provisions of this Act [see Tables for classi-
fication] the provisions of this Act shall be controlling:
Provided, That nothing contained in this Act shall af-
fect the authority of the Housing and Home Finance
Administrator under title II of Public Law 266, Eighty-
first Congress [Act Aug. 24, 1949, ch. 506, title II, 63
Stat. 657].’’

POWERS AND AUTHORITIES OF ACT APRIL 20, 1950, AS
CUMULATIVE; SEPARABILITY

Section 510 of act Apr. 20, 1950, provided that: ‘‘Except
as may be otherwise expressly provided in this Act [see
Tables for classification] all powers and authorities
conferred by this Act shall be cumulative and addi-
tional to and not in derogation of any powers and au-
thorities otherwise existing. Notwithstanding any
other evidences of the intention of Congress, it is here-
by declared to be the controlling intent of Congress
that if any provisions of this Act, or the application
thereof to any persons or circumstances, shall be ad-
judged by any court of competent jurisdiction to be in-
valid, such judgment shall not affect, impair, or invali-
date the remainder of this Act or its applications to
other persons and circumstances, but shall be confined

in its operation to the provisions of this Act, or the ap-
plication thereof to the persons and circumstances, di-
rectly involved in the controversy in which such judg-
ment shall have been rendered.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 28 section 2410.

§ 1701l. Limitation on interest rates of insured
mortgages; terms of sales

It is the intent of Congress that no sale of a
dwelling on which a mortgage is insured under
the National Housing Act, as amended [12 U.S.C.
1701 et seq.], shall be financed, while such mort-
gage is so insured, at an interest rate higher
than that prescribed by the Secretary of Hous-
ing and Urban Development. It is the further in-
tent of Congress that no such sale shall be made,
while such mortgage is so insured, on terms less
favorable to the purchaser as to amortization,
retirement, foreclosure, or forfeiture than those
contained in such mortgage.

(Apr. 20, 1950, ch. 94, title V, § 508, 64 Stat. 81;
Pub. L. 90–19, § 8(e), May 25, 1967, 81 Stat. 22.)

REFERENCES IN TEXT

The National Housing Act, as amended, referred to in
text, is act June 27, 1934, ch. 847, 48 Stat. 1246, as
amended, which is classified principally to this chapter
(§ 1701 et seq.). For complete classification of this Act
to the Code, see section 1701 of this title and Tables.

CODIFICATION

Section was enacted as part of the Housing Act of
1950, and not as part of the National Housing Act which
comprises this chapter.

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary of Housing
and Urban Development’’ for ‘‘Federal Housing Com-
missioner’’.

§ 1701l�1. Mortgage proceeds fraudulently mis-
appropriated by mortgagor; recovery of defi-
ciency after foreclosure

The Secretary of Housing and Urban Develop-
ment shall take action to secure the payment of
any deficiency after foreclosure on a mortgage
insured or assisted under Federal law where the
Secretary has reason to believe that the mort-
gage proceeds have been fraudulently misappro-
priated by the mortgagor.

(Pub. L. 93–383, title VIII, § 819, Aug. 22, 1974, 88
Stat. 740.)

CODIFICATION

Section was enacted as part of the Housing and Com-
munity Development Act of 1974, and not as part of the
National Housing Act which comprises this chapter.

§ 1701m. Credit and cancellation of notes trans-
ferred from Reconstruction Finance Cor-
poration; net loss computation

The Secretary of the Treasury is authorized
and directed from time to time to credit and
cancel the note or notes of the Housing and
Home Finance Administrator executed and de-
livered in connection with loans transferred
from the Reconstruction Finance Corporation to
the Housing and Home Finance Agency pursuant
to Reorganization Plan Numbered 23 of 1950 (64
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Stat. 1279), to the extent of the net loss, as de-
termined by the Secretary of the Treasury, sus-
tained by said Agency in the liquidation of de-
faulted loans. The net loss shall be the sum of
the unpaid principal and advances for care and
preservation of collateral, together with accrued
and unpaid interest on said principal and ad-
vances, and all expenses and costs (other than
those subject to administrative expense limita-
tions) in connection with the liquidation of de-
faulted loans, less the amount actually realized
by the Housing and Home Finance Agency on ac-
count of such defaulted loans.

(July 14, 1952, ch. 723, § 9, 66 Stat. 603.)

REFERENCES IN TEXT

Reorganization Plan Numbered 23 of 1950, referred to
in text, is set out in the Appendix to Title 5, Govern-
ment Organization and Employees.

CODIFICATION

Section was enacted as part of the Housing Act of
1952, and not as part of the National Housing Act which
comprises this chapter.

TRANSFER OF FUNCTIONS

Functions, powers, and duties of Housing and Home
Finance Agency and its Administrator transferred to
and vested in Secretary of Housing and Urban Develop-
ment by Pub. L. 89–174, § 5, Sept. 9, 1965, 79 Stat. 669,
classified to section 3534 of Title 42, The Public Health
and Welfare.

TERMINATION, LIQUIDATION, AND ABOLITION OF
RECONSTRUCTION FINANCE CORPORATION

Section 6(a) of Reorg. Plan No. 1 of 1957, eff. June 30,
1957, 22 F.R. 4633, 71 Stat. 647, set out in the Appendix
to Title 5, Government Organization and Employees,
abolished Reconstruction Finance Corporation.

Termination on June 30, 1954, of Reconstruction Fi-
nance Corporation and liquidation thereof, see sections
608 and 609 of Title 15, Commerce and Trade, and notes
thereunder.

§ 1701n. Reduction of vulnerability of congested
urban areas to enemy attack

The Department of Housing and Urban Devel-
opment, and any other departments or agencies
of the Federal Government having powers, func-
tions, or duties with respect to housing under
any law shall exercise such powers, functions, or
duties in such manner as, consistent with the re-
quirements thereof, will facilitate progress in
the reduction of the vulnerability of congested
urban areas to enemy attack.

(Aug. 2, 1954, ch. 649, title VIII, § 811, 68 Stat. 646;
Pub. L. 90–19, § 10(g), May 25, 1967, 81 Stat. 23.)

CODIFICATION

Section was enacted as part of the Housing Act of
1954, and not as part of the National Housing Act which
comprises this chapter.

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Department of Hous-
ing and Urban Development’’ for ‘‘Housing and Home
Finance Agency, including its constituent agencies’’.

§ 1701o. Annual report of Secretary

The Secretary of Housing and Urban Develop-
ment shall, as soon as practicable during each
calendar year, make a report to the President

for submission to the Congress on all operations
and programs (including but not limited to the
insurance, urban renewal, public housing, and
rent supplement programs) under the jurisdic-
tion of the Department of Housing and Urban
Development during the previous calendar year.
Such report shall contain recommendations for
strengthening or improving such programs, or,
when necessary to implement more effectively
Congressional policies and purposes, for estab-
lishing new or alternative programs.

(Aug. 2, 1954, ch. 649, title VIII, § 802(a), 68 Stat.
642; Pub. L. 89–117, title XI, § 1101, Aug. 10, 1965,
79 Stat. 502; Pub. L. 90–19, § 10(f), May 25, 1967, 81
Stat. 23; Pub. L. 100–242, title V, § 570(b), Feb. 5,
1988, 101 Stat. 1950.)

CODIFICATION

Section was enacted as part of the Housing Act of
1954, and not as part of the National Housing Act which
comprises this chapter.

AMENDMENTS

1988—Pub. L. 100–242 inserted section catchline ‘‘An-
nual report of Secretary’’.

1967—Pub. L. 90–19 struck out ‘‘FHA’’ before ‘‘insur-
ance’’ and substituted ‘‘Secretary of Housing and
Urban Development’’ and ‘‘Department of Housing and
Urban Development’’ for ‘‘Housing and Home Finance
Administrator’’ and ‘‘Housing and Home Finance Agen-
cy’’, respectively.

1965—Pub. L. 89–117 specifically included FHA insur-
ance, urban renewal, public housing, and rent supple-
ment programs within the operation and programs of
the Housing and Home Finance Agency which the re-
port shall cover and inserted requirement that the re-
port contain recommendations for improving programs
and for new or alternative programs.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1701p of this
title; title 42 section 3536.

§ 1701p. Contents of report to President and Con-
gress

The annual report made by the Secretary of
Housing and Urban Development to the Presi-
dent for submission to the Congress on all oper-
ations provided for by section 1701o of this title
shall contain pertinent information with respect
to all projects for which any loan, contribution,
or grant has been made by the Department of
Housing and Urban Development, including the
amount of loans, contributions and grants con-
tracted for.

(Aug. 2, 1954, ch. 649, title VIII, § 817, 68 Stat. 648;
Pub. L. 90–19, § 10(j), May 25, 1967, 81 Stat. 23;
Pub. L. 97–375, title II, § 207(a), Dec. 21, 1982, 96
Stat. 1824.)

CODIFICATION

Section was enacted as part of the Housing Act of
1954, and not as part of the National Housing Act which
comprises this chapter.

AMENDMENTS

1982—Pub. L. 97–375 struck out requirement for the
inclusion of pertinent information respecting all build-
ers’ cost certifications required by section 1715r of this
title, including amounts paid by mortgagors to mortga-
gees for application to the reduction of the principal
obligations of the mortgages pursuant to that section.

1967—Pub. L. 90–19 substituted ‘‘Secretary of Housing
and Urban Development’’ and ‘‘Department of Housing
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and Urban Development’’ for ‘‘Housing and Home Fi-
nance Administrator’’ and ‘‘Housing and Home Finance
Agency’’, respectively.

§ 1701p�1. Periodic report on residential mort-
gage delinquencies and foreclosures

As soon as practicable following November 30,
1983, the Secretary of Housing and Urban Devel-
opment, with the cooperation of the Federal
Home Loan Bank Board, the Federal Deposit In-
surance Corporation, the Board of Governors of
the Federal Reserve System, and the Comptrol-
ler of the Currency, shall develop a method of
accurately reporting to the Congress on a peri-
odic basis with respect to residential mortgage
delinquencies and foreclosures. Each such report
shall include information with respect to the
number of residential mortgage foreclosures,
and the number of sixty- and ninety-day resi-
dential mortgage delinquencies, in the Nation
and in each State.

(Pub. L. 98–181, title IV, § 469, Nov. 30, 1983, 97
Stat. 1237.)

CODIFICATION

Section was enacted as part of the Housing and
Urban–Rural Recovery Act of 1983 and also as part of
the Domestic Housing and International Recovery and
Financial Stability Act, and not as part of the National
Housing Act which comprises this chapter.

TERMINATION OF REPORTING REQUIREMENTS

For termination, effective May 15, 2000, of provisions
of law requiring submittal to Congress of any annual,
semiannual, or other regular periodic report listed in
House Document No. 103–7 (in which a report required
under this section is listed on page 105), see section 3003
of Pub. L. 104–66, as amended, set out as a note under
section 1113 of Title 31, Money and Finance.

TRANSFER OF FUNCTIONS

Federal Home Loan Bank Board abolished and func-
tions transferred, see sections 401 to 406 of Pub. L.
101–73, set out as a note under section 1437 of this title.

§ 1701q. Supportive housing for the elderly

(a) Purpose
The purpose of this section is to enable elderly

persons to live with dignity and independence by
expanding the supply of supportive housing
that—

(1) is designed to accommodate the special
needs of elderly persons; and

(2) provides a range of services that are tai-
lored to the needs of elderly persons occupying
such housing.

(b) General authority
The Secretary is authorized to provide assist-

ance to private nonprofit organizations and con-
sumer cooperatives to expand the supply of sup-
portive housing for the elderly. Such assistance
shall be provided as (1) capital advances in ac-
cordance with subsection (c)(1) of this section,
and (2) contracts for project rental assistance in
accordance with subsection (c)(2) of this section.
Such assistance may be used to finance the con-
struction, reconstruction, or moderate or sub-
stantial rehabilitation of a structure or a por-
tion of a structure, or the acquisition of a struc-
ture, to be used as supportive housing for the el-
derly in accordance with this section. Assist-

ance may also cover the cost of real property ac-
quisition, site improvement, conversion, demoli-
tion, relocation, and other expenses that the
Secretary determines are necessary to expand
the supply of supportive housing for the elderly.

(c) Forms of assistance
(1) Capital advances

A capital advance provided under this sec-
tion shall bear no interest and its repayment
shall not be required so long as the housing re-
mains available for very low-income elderly
persons in accordance with this section. Such
advance shall be in an amount calculated in
accordance with the development cost limita-
tion established in subsection (h) of this sec-
tion.

(2) Project rental assistance
Contracts for project rental assistance shall

obligate the Secretary to make monthly pay-
ments to cover any part of the costs attrib-
uted to units occupied (or, as approved by the
Secretary, held for occupancy) by very low-in-
come elderly persons that is not met from
project income. The annual contract amount
for any project shall not exceed the sum of the
initial annual project rentals for all units so
occupied and any initial utility allowances for
such units, as approved by the Secretary. Any
contract amounts not used by a project in any
year shall remain available to the project
until the expiration of the contract. The Sec-
retary may adjust the annual contract amount
if the sum of the project income and the
amount of assistance payments available
under this paragraph are inadequate to pro-
vide for reasonable project costs.

(3) Tenant rent contribution
A very low-income person shall pay as rent

for a dwelling unit assisted under this section
the highest of the following amounts, rounded
to the nearest dollar: (A) 30 percent of the per-
son’s adjusted monthly income, (B) 10 percent
of the person’s monthly income, or (C) if the
person is receiving payments for welfare as-
sistance from a public agency and a part of
such payments, adjusted in accordance with
the person’s actual housing costs, is specifi-
cally designated by such agency to meet the
person’s housing costs, the portion of such
payments which is so designated.

(d) Term of commitment
(1) Use limitations

All units in housing assisted under this sec-
tion shall be made available for occupancy by
very low-income elderly persons for not less
than 40 years.

(2) Contract terms
The initial term of a contract entered into

under subsection (c)(2) of this section shall be
240 months. The Secretary shall, to the extent
approved in appropriation Acts, extend any ex-
piring contract for a term of not less than 60
months. In order to facilitate the orderly ex-
tension of expiring contracts, the Secretary is
authorized to make commitments to extend
expiring contracts during the year prior to the
date of expiration.
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(e) Applications
Funds made available under this section shall

be allocated by the Secretary among approvable
applications submitted by private nonprofit or-
ganizations. Applications for assistance under
this section shall be submitted by an applicant
in such form and in accordance with such proce-
dures as the Secretary shall establish. Such ap-
plications shall contain—

(1) a description of the proposed housing;
(2) a description of the assistance the appli-

cant seeks under this section;
(3) a description of the resources that are ex-

pected to be made available in compliance
with subsection (h) of this section;

(4) a description of (A) the category or cat-
egories of elderly persons the housing is in-
tended to serve; (B) the supportive services, if
any, to be provided to the persons occupying
such housing; (C) the manner in which such
services will be provided to such persons, in-
cluding, in the case of frail elderly persons,
evidence of such residential supervision as the
Secretary determines is necessary to facilitate
the adequate provision of such services; and
(D) the public or private sources of assistance
that can reasonably be expected to fund or
provide such services;

(5) a certification from the public official re-
sponsible for submitting a housing strategy
for the jurisdiction to be served in accordance
with section 12705 of title 42 that the proposed
project is consistent with the approved hous-
ing strategy; and

(6) such other information or certifications
that the Secretary determines to be necessary
or appropriate to achieve the purposes of this
section.

The Secretary shall not reject an application on
technical grounds without giving notice of that
rejection and the basis therefor to the applicant
and affording the applicant an opportunity to
respond.
(f) Selection criteria

The Secretary shall establish selection cri-
teria for assistance under this section, which
shall include—

(1) the ability of the applicant to develop
and operate the proposed housing;

(2) the need for supportive housing for the
elderly in the area to be served, taking into
consideration the availability of public hous-
ing for the elderly and vacancy rates in such
facilities;

(3) the extent to which the proposed size and
unit mix of the housing will enable the appli-
cant to manage and operate the housing effi-
ciently and ensure that the provision of sup-
portive services will be accomplished in an ec-
onomical fashion;

(4) the extent to which the proposed design
of the housing will meet the special physical
needs of elderly persons;

(5) the extent to which the applicant has
demonstrated that the supportive services
identified in subsection (e)(4) of this section
will be provided on a consistent, long-term
basis;

(6) the extent to which the proposed design
of the housing will accommodate the provision

of supportive services that are expected to be
needed, either initially or over the useful life
of the housing, by the category or categories
of elderly persons the housing is intended to
serve; and

(7) such other factors as the Secretary deter-
mines to be appropriate to ensure that funds
made available under this section are used ef-
fectively.

(g) Provisions of services
(1) In general

In carrying out the provisions of this sec-
tion, the Secretary shall ensure that housing
assisted under this section provides a range of
services tailored to the needs of the category
or categories of elderly persons (including frail
elderly persons) occupying such housing. Such
services may include (A) meal service ade-
quate to meet nutritional need; (B) house-
keeping aid; (C) personal assistance; (D) trans-
portation services; (E) health-related services;
(F) providing education and outreach regard-
ing telemarketing fraud, in accordance with
the standards issued under section 671(f) of the
Housing and Community Development Act of
1992 (42 U.S.C. 13631(f)); and (G) such other
services as the Secretary deems essential for
maintaining independent living. The Sec-
retary may permit the provision of services to
elderly persons who are not residents if the
participation of such persons will not ad-
versely affect the cost-effectiveness or oper-
ation of the program or add significantly to
the need for assistance under this Act.

(2) Local coordination of services
The Secretary shall ensure that owners have

the managerial capacity to—
(A) assess on an ongoing basis the service

needs of residents;
(B) coordinate the provision of supportive

services and tailor such services to the indi-
vidual needs of residents; and

(C) seek on a continuous basis new sources
of assistance to ensure the long-term provi-
sion of supportive services.

Any cost associated with this subsection shall
be an eligible cost under subsection (c)(2) of
this section.

(3) Service coordinators
Any cost associated with employing or

otherwise retaining a service coordinator in
housing assisted under this section shall be
considered an eligible cost under subsection
(c)(2) of this section. If a project is receiving
congregate housing services assistance under
section 8011 of title 42, the amount of costs
provided under subsection (c)(2) of this section
for the project service coordinator may not ex-
ceed the additional amount necessary to cover
the costs of providing for the coordination of
services for residents of the project who are
not eligible residents under such section 8011
of title 42. To the extent that amounts are
available pursuant to subsection (c)(2) of this
section for the costs of carrying out this para-
graph within a project, an owner of housing
assisted under this section shall provide a
service coordinator for the housing to coordi-
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nate the provision of services under this sub-
section within the housing.

(h) Development cost limitations
(1) In general

The Secretary shall periodically establish
development cost limitations by market area
for various types and sizes of supportive hous-
ing for the elderly by publishing a notice of
the cost limitations in the Federal Register.
The cost limitations shall reflect—

(A) the cost of construction, reconstruc-
tion, or rehabilitation of supportive housing
for the elderly that meets applicable State
and local housing and building codes;

(B) the cost of movables necessary to the
basic operation of the housing, as deter-
mined by the Secretary;

(C) the cost of special design features nec-
essary to make the housing accessible to el-
derly persons;

(D) the cost of special design features nec-
essary to make individual dwelling units
meet the physical needs of elderly project
residents;

(E) the cost of congregate space necessary
to accommodate the provision of supportive
services to elderly project residents;

(F) if the housing is newly constructed, the
cost of meeting the energy efficiency stand-
ards promulgated by the Secretary in ac-
cordance with section 12709 of title 42; and

(G) the cost of land, including necessary
site improvement.

In establishing development cost limitations
for a given market area under this subsection,
the Secretary shall use data that reflect cur-
rently prevailing costs of construction, recon-
struction, or rehabilitation, and land acquisi-
tion in the area. For purposes of this para-
graph, the term ‘‘congregate space’’ shall in-
clude space for cafeterias or dining halls, com-
munity rooms or buildings, workshops, adult
day health facilities, or other outpatient
health facilities, or other essential service fa-
cilities. Neither this section nor any other
provision of law may be construed as prohibit-
ing or preventing the location and operation,
in a project assisted under this section, of
commercial facilities for the benefit of resi-
dents of the project and the community in
which the project is located, except that as-
sistance made available under this section
may not be used to subsidize any such com-
mercial facility.
(2) Acquisition

In the case of existing housing and related
facilities to be acquired, the cost limitations
shall include—

(A) the cost of acquiring such housing,
(B) the cost of rehabilitation, alteration,

conversion, or improvement, including the
moderate rehabilitation thereof, and

(C) the cost of the land on which the hous-
ing and related facilities are located.

(3) Annual adjustments
The Secretary shall adjust the cost limita-

tion not less than once annually to reflect
changes in the general level of construction,
reconstruction, or rehabilitation costs.

(4) Incentives for savings
(A) Special housing account

The Secretary shall use the development
cost limitations established under paragraph
(1) or (2) to calculate the amount of financ-
ing to be made available to individual own-
ers. Owners which incur actual development
costs that are less than the amount of fi-
nancing shall be entitled to retain 50 percent
of the savings in a special housing account.
Such percentage shall be increased to 75 per-
cent for owners which add energy efficiency
features which—

(i) exceed the energy efficiency stand-
ards promulgated by the Secretary in ac-
cordance with section 12709 of title 42;

(ii) substantially reduce the life-cycle
cost of the housing;

(iii) reduce gross rent requirements; and
(iv) enhance tenant comfort and conven-

ience.
(B) Uses

The special housing account established
under subparagraph (A) may be used (i) to
supplement services provided to residents of
the housing or funds set aside for replace-
ment reserves, or (ii) for such other purposes
as determined by the Secretary.

(5) Design flexibility
The Secretary shall, to the extent prac-

ticable, give owners the flexibility to design
housing appropriate to their location and pro-
posed resident population within broadly de-
fined parameters.
(6) Use of funds from other sources

An owner shall be permitted voluntarily to
provide funds from sources other than this sec-
tion for amenities and other features of appro-
priate design and construction suitable for
supportive housing for the elderly if the cost
of such amenities is (A) not financed with the
advance, and (B) is not taken into account in
determining the amount of Federal assistance
or of the rent contribution of tenants. Not-
withstanding any other provision of law, as-
sistance amounts provided under this section
may be treated as amounts not derived from a
Federal grant.

(i) Tenant selection
(1) In general

An owner shall adopt written tenant selec-
tion procedures that are satisfactory to the
Secretary as (A) consistent with the purpose
of improving housing opportunities for very
low-income elderly persons; and (B) reason-
ably related to program eligibility and an ap-
plicant’s ability to perform the obligations of
the lease. Such tenant selection procedures
shall comply with subtitle C of title VI of the
Housing and Community Development Act of
1992 [42 U.S.C. 13601 et seq.] and any regula-
tions issued under such subtitle. Owners shall
promptly notify in writing any rejected appli-
cant of the grounds for any rejection.
(2) Information regarding housing under this

section
The Secretary shall provide to an appro-

priate agency in each area (which may be the
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applicable Area Agency on the Aging) infor-
mation regarding the availability of housing
assisted under this section.

(j) Miscellaneous provisions
(1) Technical assistance

The Secretary shall make available appro-
priate technical assistance to assure that ap-
plicants having limited resources, particularly
minority applicants, are able to participate
more fully in the program carried out under
this section.

(2) Civil rights compliance
Each owner shall certify, to the satisfaction

of the Secretary, that assistance made avail-
able under this section will be conducted and
administered in conformity with title VI of
the Civil Rights Act of 1964 [42 U.S.C. 2000d et
seq.], the Fair Housing Act [42 U.S.C. 3601 et
seq.], and other Federal, State, and local laws
prohibiting discrimination and promoting
equal opportunity.

(3) Owner deposit
(A) In general

The Secretary shall require an owner to
deposit an amount not to exceed $25,000 in a
special escrow account to assure the owner’s
commitment to the housing.

(B) Reduction of requirement
The Secretary may reduce or waive the

owner deposit specified under paragraph (1)
for individual applicants if the Secretary
finds that such waiver or reduction is nec-
essary to achieve the purposes of this sec-
tion and the applicant demonstrates to the
satisfaction of the Secretary that it has the
capacity to manage and maintain the hous-
ing in accordance with this section. The Sec-
retary shall reduce or waive the requirement
of the owner deposit under paragraph (1) in
the case of a nonprofit applicant that is not
affiliated with a national sponsor, as deter-
mined by the Secretary.

(4) Notice of appeal
The Secretary shall notify an owner not less

than 30 days prior to canceling any reserva-
tion of assistance provided under this section.
During the 30-day period following the receipt
of a notice under the preceding sentence, an
owner may appeal the proposed cancellation of
loan authority. Such appeal, including review
by the Secretary, shall be completed not later
than 45 days after the appeal is filed.

(5) Labor
(A) In general

The Secretary shall take such action as
may be necessary to ensure that all laborers
and mechanics employed by contractors and
subcontractors in the construction of hous-
ing with 12 or more units assisted under this
section shall be paid wages at rates not less
than the rates prevailing in the locality in-
volved for the corresponding classes of labor-
ers and mechanics employed on construction
of a similar character, as determined by the
Secretary of Labor in accordance with sec-
tions 3141–3144, 3146, and 3147 of title 40.

(B) Exemption
Subparagraph (A) shall not apply to any

individual who—
(i) performs services for which the indi-

vidual volunteered;
(ii)(I) does not receive compensation for

such services; or
(II) is paid expenses, reasonable benefits,

or a nominal fee for such services; and
(iii) is not otherwise employed at any

time in the construction work.
(6) Access to residual receipts

The Secretary shall authorize the owner of a
project assisted under this section to use any
residual receipts held for the project in excess
of $500 per unit (or in excess of such other
amount prescribed by the Secretary based on
the needs of the project) for activities to ret-
rofit and renovate the project described under
section 8011(d)(3) of title 42, to provide a serv-
ice coordinator for the project as described in
section 8011(d)(4) of title 42, or to provide sup-
portive services (as such term is defined in
section 8011(k) of title 42) to residents of the
project. Any owner that uses residual receipts
under this paragraph shall submit to the Sec-
retary a report, not less than annually, de-
scribing the uses of the residual receipts. In
determining the amount of project rental as-
sistance to be provided to a project under sub-
section (c)(2) of this section, the Secretary
may take into consideration the residual re-
ceipts held for the project only if, and to the
extent that, excess residual receipts are not
used under this paragraph.
(7) Compliance with Housing and Community

Development Act of 1992
Each owner shall operate housing assisted

under this section in compliance with subtitle
C of title VI of the Housing and Community
Development Act of 1992 [42 U.S.C. 13601 et
seq.] and any regulations issued under such
subtitle.
(8) Use of project reserves

Amounts for project reserves for a project
assisted under this section may be used for
costs, subject to reasonable limitations as the
Secretary determines appropriate, for reduc-
ing the number of dwelling units in the
project. Such use shall be subject to the ap-
proval of the Secretary to ensure that the use
is designed to retrofit units that are currently
obsolete or unmarketable.

(k) Definitions
(1) The term ‘‘elderly person’’ means a house-

hold composed of one or more persons at least
one of whom is 62 years of age or more at the
time of initial occupancy.

(2) The term ‘‘frail elderly’’ means an elderly
person who is unable to perform at least 3 ac-
tivities of daily living adopted by the Secretary
for purposes of this program. Owners may estab-
lish additional eligibility requirements (accept-
able to the Secretary) based on the standards in
local supportive services programs.

(3) The term ‘‘owner’’ means a private non-
profit organization that receives assistance
under this section to develop and operate sup-
portive housing for the elderly.
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1 So in original. Probably should be ‘‘(n)’’.

(4) The term ‘‘private nonprofit organization’’
means any incorporated private institution or
foundation—

(A) no part of the net earnings of which in-
ures to the benefit of any member, founder,
contributor, or individual;

(B) which has a governing board (i) the mem-
bership of which is selected in a manner to as-
sure that there is significant representation of
the views of the community in which such
housing is located, and (ii) which is respon-
sible for the operation of the housing assisted
under this section; and

(C) which is approved by the Secretary as to
financial responsibility.

Such term includes a for-profit limited partner-
ship the sole general partner of which is an or-
ganization meeting the requirements under sub-
paragraphs (A), (B), and (C), or a corporation
wholly owned and controlled by an organization
meeting the requirements under subparagraphs
(A), (B), and (C).

(5) The term ‘‘State’’ includes the several
States, the District of Columbia, the Common-
wealth of Puerto Rico, and the possessions of
the United States.

(6) The term ‘‘Secretary’’ means the Secretary
of Housing and Urban Development.

(7) The term ‘‘supportive housing for the elder-
ly’’ means housing that is designed (A) to meet
the special physical needs of elderly persons and
(B) to accommodate the provision of supportive
services that are expected to be needed, either
initially or over the useful life of the housing,
by the category or categories of elderly persons
that the housing is intended to serve.

(8) The term ‘‘very low-income’’ has the same
meaning as given the term ‘‘very low-income
families’’ under section 1437a(b)(2) of title 42.

(l) Allocation of funds

(1) Capital advances
Of any amounts made available for assist-

ance under this section, such sums as may be
necessary shall be available for funding cap-
ital advances in accordance with subsection
(c)(1) of this section. Such amounts, the repay-
ments from such advances, and the proceeds
from notes or obligations issued under this
section prior to November 28, 1990, shall con-
stitute a revolving fund to be used by the Sec-
retary in carrying out this section.

(2) Project rental assistance
Of any amounts made available for assist-

ance under this section, such sums as may be
necessary shall be available for funding
project rental assistance in accordance with
subsection (c)(2) of this section.

(3) Nonmetropolitan allocation
Not less than 15 percent of the funds made

available for assistance under this section
shall be allocated by the Secretary on a na-
tional basis for nonmetropolitan areas.

(m) Authorization of appropriations
There is authorized to be appropriated for pro-

viding assistance under this section $710,000,000
for fiscal year 2000.

(m) 1 Authorization of appropriations
There are authorized to be appropriated for

providing assistance under this section such
sums as may be necessary for each of fiscal
years 2001, 2002, and 2003.

(Pub. L. 86–372, title II, § 202, Sept. 23, 1959, 73
Stat. 667; Pub. L. 87–70, title II, § 201, June 30,
1961, 75 Stat. 162; Pub. L. 87–723, § 3, Sept. 28, 1962,
76 Stat. 670; Pub. L. 88–158, Oct. 24, 1963, 77 Stat.
278; Pub. L. 88–560, title II, §§ 201, 203(a)(2), Sept.
2, 1964, 78 Stat. 783; Pub. L. 89–117, title I, § 105(a),
(b)(1), formerly § 105, Aug. 10, 1965, 79 Stat. 457,
renumbered Pub. L. 89–754, title X, § 1001(1), (2),
Nov. 3, 1966, 80 Stat. 1284; Pub. L. 90–19, § 16(a),
May 25, 1967, 81 Stat. 25; Pub. L. 90–448, title
XVII, § 1706, Aug. 1, 1968, 82 Stat. 605; Pub. L.
91–152, title II, § 218, Dec. 24, 1969, 83 Stat. 390;
Pub. L. 93–383, title II, § 210(a)–(f), Aug. 22, 1974,
88 Stat. 669–671; Pub. L. 94–375, § 11, Aug. 3, 1976,
90 Stat. 1074; Pub. L. 95–128, title II, § 202, Oct. 12,
1977, 91 Stat. 1129; Pub. L. 95–557, title II, § 205,
Oct. 31, 1978, 92 Stat. 2090; Pub. L. 96–153, title
III, § 306(a)–(d), Dec. 21, 1979, 93 Stat. 1112, 1113;
Pub. L. 96–399, title III, § 319, Oct. 8, 1980, 94 Stat.
1646; Pub. L. 97–35, title III, § 336, Aug. 13, 1981, 95
Stat. 414; Pub. L. 98–181, title II, § 223(a)(1),
(b)–(e), Nov. 30, 1983, 97 Stat. 1189, 1190; Pub. L.
98–479, title I, § 102(c), title II, §§ 201(e), 203(h),
Oct. 17, 1984, 98 Stat. 2222, 2228, 2230; Pub. L.
100–242, title I, §§ 161(a)–(c)(1), (d)–(f), 162(b), (c),
170(g), Feb. 5, 1988, 101 Stat. 1855–1857, 1859, 1867;
Pub. L. 101–625, title VIII, §§ 801(a), (e), 804(a)–(c),
805, 807, 808, title IX, § 955(c), Nov. 28, 1990, 104
Stat. 4297, 4304, 4322–4324, 4421; Pub. L. 102–139,
title II, Oct. 28, 1991, 105 Stat. 756; Pub. L.
102–242, title II, § 241(c)(2), Dec. 19, 1991, 105 Stat.
2331; Pub. L. 102–550, title VI, §§ 601(c), 602(a)–(c),
(e)–(g), 677(a), 682(c), title IX, § 913(a), title XVI,
§ 1604(c)(3), Oct. 28, 1992, 106 Stat. 3802–3805, 3829,
3831, 3876, 4083; Pub. L. 106–74, title V, § 511, Oct.
20, 1999, 113 Stat. 1101; Pub. L. 106–569, title VIII,
§§ 821, 831–835, 851(c)(1), Dec. 27, 2000, 114 Stat.
3020–3022, 3024.)

REFERENCES IN TEXT

This Act, referred to in subsec. (g)(1), is Pub. L.
86–372, Sept. 23, 1959, 73 Stat. 654, as amended, known as
the Housing Act of 1959. For complete classification of
this Act to the Code, see Short Title of 1959 Amend-
ment note set out under section 1701 of this title and
Tables.

The Housing and Community Development Act of
1992, referred to in subsecs. (i)(1) and (j)(7), is Pub. L.
102–550, Oct. 28, 1992, 106 Stat. 3672. Subtitle C of title VI
of the Act is classified generally to subchapter I (§ 13601
et seq.) of chapter 135 of Title 42, The Public Health and
Welfare. For complete classification of this Act to the
Code, see Short Title of 1992 Amendment note set out
under section 5301 of Title 42 and Tables.

The Civil Rights Act of 1964, referred to in subsec.
(j)(2), is Pub. L. 88–352, July 2, 1964, 78 Stat. 241, as
amended. Title VI of the Act is classified generally to
subchapter V (§ 2000d et seq.) of chapter 21 of Title 42.
For complete classification of this Act to the Code, see
Short Title note set out under section 2000a of Title 42
and Tables.

The Fair Housing Act, referred to in subsec. (j)(2), is
title VIII of Pub. L. 90–284, Apr. 11, 1968, 82 Stat. 81, as
amended, which is classified principally to subchapter
I (§ 3601 et seq.) of chapter 45 of Title 42. For complete
classification of this Act to the Code, see Short Title
note set out under section 3601 of Title 42 and Tables.
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CODIFICATION

‘‘Sections 3141–3144, 3146, and 3147 of title 40’’ sub-
stituted in subsec. (j)(5)(A) for ‘‘the Act of March 3, 1931
(commonly known as the Davis-Bacon Act)’’ on author-
ity of Pub. L. 107–217, § 5(c), Aug. 21, 2002, 116 Stat. 1303,
the first section of which enacted Title 40, Public
Buildings, Property, and Works.

Section was enacted as part of the Housing Act of
1959, and not as part of the National Housing Act which
comprises this chapter.

AMENDMENTS

2000—Subsec. (b). Pub. L. 106–569, § 833(1), struck out
‘‘from the Resolution Trust Corporation’’ after ‘‘or the
acquisition of a structure’’.

Subsec. (g)(1)(F), (G). Pub. L. 106–569, § 851(c)(1), added
cl. (F) and redesignated former cl. (F) as (G).

Subsec. (h)(1). Pub. L. 106–569, § 835, inserted at end of
concluding provisions ‘‘Neither this section nor any
other provision of law may be construed as prohibiting
or preventing the location and operation, in a project
assisted under this section, of commercial facilities for
the benefit of residents of the project and the commu-
nity in which the project is located, except that assist-
ance made available under this section may not be used
to subsidize any such commercial facility.’’

Subsec. (h)(2). Pub. L. 106–569, § 833(2), substituted
‘‘Acquisition’’ for ‘‘RTC properties’’ in heading and
struck out ‘‘from the Resolution Trust Corporation
under section 1441a(c) of this title or from the Federal
Deposit Insurance Corporation under section 1831q of
this title’’ after ‘‘related facilities to be acquired’’ in
introductory provisions.

Subsec. (h)(6). Pub. L. 106–569, § 832, substituted
‘‘sources other than this section’’ for ‘‘non-Federal
sources’’ and inserted at end ‘‘Notwithstanding any
other provision of law, assistance amounts provided
under this section may be treated as amounts not de-
rived from a Federal grant.’’

Subsec. (j)(8). Pub. L. 106–569, § 834, added par. (8).
Subsec. (k)(4). Pub. L. 106–569, § 831, inserted conclud-

ing provisions.
Subsec. (m). Pub. L. 106–569, § 821, added subsec. (m)

relating to authorization of appropriations for fiscal
years 2001 to 2003.

1999—Subsec. (m). Pub. L. 106–74 added subsec. (m) re-
lating to authorization of appropriations for fiscal year
2000.

1992—Subsec. (e)(5) to (7). Pub. L. 102–550, § 602(b), re-
designated pars. (6) and (7) as (5) and (6), respectively,
and struck out former par. (5) which read as follows: ‘‘a
certification from the appropriate State or local agen-
cy (as determined by the Secretary) that the provision
of services identified in paragraph (4) is well designed
to serve the special needs of the category or categories
of elderly persons the housing is intended to serve;’’.

Subsec. (f)(2). Pub. L. 102–550, § 602(c), which directed
insertion of ‘‘, taking into consideration the availabil-
ity of public housing for the elderly and vacancy rates
in such facilities’’ at end, was executed by making in-
sertion before semicolon at end.

Subsec. (g)(1). Pub. L. 102–550, § 602(a)(1), struck out
‘‘and persons with disabilities’’ after ‘‘elderly persons’’
in last sentence.

Subsec. (g)(2). Pub. L. 102–550, § 677(a)(A), struck out
at end ‘‘Any cost associated with the employment of a
service coordinator shall also be an eligible cost except
where the project is receiving congregate housing serv-
ices assistance under section 8011 of title 42.’’

Subsec. (g)(3). Pub. L. 102–550, § 677(a)(B), added par.
(3).

Subsec. (h)(2). Pub. L. 102–550, § 1604(c)(3), made tech-
nical amendment to reference to section 1831q of this
title to correct reference to corresponding provision of
original act.

Subsec. (i)(1). Pub. L. 102–550, § 682(c)(1), inserted after
first sentence ‘‘Such tenant selection procedures shall
comply with subtitle C of title VI of the Housing and
Community Development Act of 1992 and any regula-
tions issued under such subtitle.’’

Subsec. (i)(1)(A). Pub. L. 102–550, § 602(a)(2), sub-
stituted ‘‘elderly persons’’ for ‘‘persons with disabil-
ities’’.

Subsec. (j)(3)(B). Pub. L. 102–550, § 602(f), inserted at
end ‘‘The Secretary shall reduce or waive the require-
ment of the owner deposit under paragraph (1) in the
case of a nonprofit applicant that is not affiliated with
a national sponsor, as determined by the Secretary.’’

Subsec. (j)(5). Pub. L. 102–550, § 913(a), amended par.
(5) generally. Prior to amendment, par. (5) read as fol-
lows:

‘‘(A) IN GENERAL.—Any contract for the construction
of affordable housing with 12 or more units assisted
with funds made available under this subtitle shall con-
tain a provision requiring that not less than the wages
prevailing in the locality, as predetermined by the Sec-
retary of Labor pursuant to the Davis-Bacon Act (40
U.S.C. 276a–276a–5), shall be paid to all laborers and me-
chanics employed in the development of affordable
housing involved, and participating jurisdictions shall
require certification as to compliance with the provi-
sions of this section prior to making any payment
under such contract.

‘‘(B) WAIVER.—Subparagraph (A) shall not apply if
the individual receives no compensation or is paid ex-
penses, reasonable benefits, or a nominal fee to perform
the services for which the individual volunteered and
such persons are not otherwise employed at any time in
the construction work.’’

Subsec. (j)(6). Pub. L. 102–550, § 602(e), added par. (6).
Subsec. (j)(7). Pub. L. 102–550, § 682(c)(2), added par. (7).
Subsec. (l). Pub. L. 102–550, § 601(c)(1), substituted ‘‘Al-

location of funds’’ for ‘‘Authorizations’’ in heading.
Subsec. (l)(1). Pub. L. 102–550, § 601(c)(2), inserted sen-

tence at beginning, substituted ‘‘Such amounts’’ for
‘‘Amounts so appropriated’’ in second sentence, and
struck out former first sentence which read as follows:
‘‘There are authorized to be appropriated for the pur-
pose of funding capital advances in accordance with
subsection (c)(1) of this section $659,000,000 for fiscal
year 1992.’’

Subsec. (l)(2). Pub. L. 102–550, § 601(c)(3), added par. (2)
and struck out former par. (2) which read as follows:
‘‘For the purpose of funding contracts for project rental
assistance in accordance with subsection (c)(2) of this
section the Secretary may, to the extent approved in
an appropriations Act, reserve authority to enter into
obligations aggregating $363,000,000 for fiscal year
1992.’’

Subsec. (l)(3). Pub. L. 102–550, § 602(g), which directed
substitution of ‘‘15 percent’’ for ‘‘20 percent’’ in par. (4)
was executed to par. (3) to reflect the probable intent
of Congress.

Pub. L. 102–550, § 601(c)(4), substituted ‘‘for assistance
under this section’’ for ‘‘under this subtitle’’.

1991—Subsec. (g)(2). Pub. L. 102–139, amending Pub. L.
101–625, § 801(a), struck out ‘‘in housing principally serv-
ing frail elderly persons’’ after ‘‘coordinator’’.

Pub. L. 102–139 struck out ‘‘or a project where the
tenants are not principally frail elderly’’ before period
at end of subsec. (g)(2) as it existed prior to the general
amendment of this section by section 801(a) of Pub. L.
101–625.

Subsec. (h)(2). Pub. L. 102–242 inserted ‘‘or from the
Federal Deposit Insurance Corporation under section
1831q of this title’’ after ‘‘section 1441a(c) of this title’’.

1990—Pub. L. 101–625, § 801(a), amended section gener-
ally, substituting present provisions for provisions au-
thorizing loans for housing and related facilities for el-
derly or handicapped families.

Subsec. (a)(4)(C). Pub. L. 101–625, § 801(e), struck out
before period at end ‘‘, and not more than $666,400,000
may be approved in appropriation Acts for such loans
with respect to fiscal year 1984. For fiscal years 1988
and 1989, not more than $621,701,000 and $630,000,000, re-
spectively, may be approved in appropriation Acts for
such loans’’ and inserted at end ‘‘For fiscal year 1991,
not more than $714,200,000 may be approved in appro-
priation Acts for such loans.’’

Subsec. (a)(9). Pub. L. 101–625, § 804(b), added par. (9).
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Subsec. (c)(3). Pub. L. 101–625, § 955(c), designated ex-
isting provisions as subpar. (A), struck out before pe-
riod at end ‘‘; but the Secretary may waive the applica-
tion of this paragraph in cases or classes of cases where
laborers or mechanics, not otherwise employed at any
time in the construction of such housing, voluntarily
donate their services without full compensation for the
purpose of lowering the costs of construction and the
Secretary determines that any amounts saved thereby
are fully credited to the corporation, cooperative, or
public body or agency undertaking the construction’’,
and added subpar. (B).

Subsec. (d)(3). Pub. L. 101–625, § 804(a), inserted at end
‘‘The term also means the cost of acquiring existing
housing and related facilities from the Resolution
Trust Corporation under section 1441a(c) of this title,
the cost of rehabilitation, alteration, conversion, or
improvement, including the moderate rehabilitation
thereof, and the cost of the land on which the housing
and related facilities are located.’’

Subsec. (g). Pub. L. 101–625, § 808, designated existing
provisions as par. (1) and added par. (2).

Pub. L. 101–625, § 804(c), inserted at end ‘‘In the case
of existing housing and related facilities acquired from
the Resolution Trust Corporation under section 1441a(c)
of this title, the term of the contract pursuant to such
section 8 shall be 240 months.’’

Subsec. (k)(3). Pub. L. 101–625, § 807, added par. (3).
Subsec. (p). Pub. L. 101–625, § 805, added subsec. (p).
1988—Subsec. (a)(3). Pub. L. 100–242, § 161(c)(1), des-

ignated existing provisions as subpar. (A), substituted
‘‘taking into consideration the average yield, during
the 3-month period immediately preceding the fiscal
year in which the loan is made, on the most recently
issued 30-year marketable obligations of the United
States’’ for ‘‘of the Treasury taking into consideration
the average interest rate on all interest bearing obliga-
tions of the United States then forming a part of the
public debt, computed at the end of the fiscal year next
preceding the date on which the loan is made’’, and
added subpar. (B).

Subsec. (a)(4)(B)(i). Pub. L. 100–242, § 161(a), inserted
provisions relating to such sums as may be approved
for fiscal years 1988 and 1989, and substituted ‘‘October
1, 1983, to such sum’’ for ‘‘October 1, 1983, and to such
sum’’.

Pub. L. 100–242, § 161(d), substituted ‘‘Such notes or
other obligations shall bear interest at a rate deter-
mined by the Secretary of the Treasury taking into
consideration the average yield, during the 3-month pe-
riod immediately preceding the fiscal year in which the
loan is made, on the most recently issued 30-year mar-
ketable obligations of the United States.’’ for ‘‘Such
notes or other obligations shall bear interest at a rate
determined by the Secretary of the Treasury, taking
into consideration the average interest rate on all in-
terest bearing obligations of the United States then
forming a part of the public debt, computed at the end
of the fiscal year next preceding the date on which the
loan is made.’’

Subsec. (a)(4)(C). Pub. L. 100–242, § 161(b), inserted pro-
visions relating to loan authority for fiscal years 1988
and 1989.

Subsec. (a)(8). Pub. L. 100–242, § 161(f), added par. (8).
Subsec. (c)(3). Pub. L. 100–242, § 162(b)(3), inserted ref-

erence to construction designed for dwelling use by 12
or more elderly or handicapped families.

Subsec. (d)(4). Pub. L. 100–242, § 170(g)(1), substituted
reference to a handicapped person if such person has a
developmental disability as defined in section 6001(7) of
title 42, for reference to a handicapped person if such
person is a developmentally disabled individual as de-
fined in section 102(5) of the Developmental Disabilities
Services and Facilities Construction Amendments of
1950.

Subsec. (d)(9), (10). Pub. L. 100–242, § 162(b)(2), added
pars. (9), (10).

Subsec. (f). Pub. L. 100–242, § 162(c), designated exist-
ing provisions as par. (1) and added par. (2).

Pub. L. 100–242, § 170(g)(2), substituted ‘‘section 133’’
for ‘‘section 134’’.

Subsec. (h). Pub. L. 100–242, § 162(b)(1), amended sub-
sec. (h) generally, changing structure of subsection
from one consisting of introductory provisions and two
numbered paragraphs to one consisting of four num-
bered paragraphs.

Subsec. (l). Pub. L. 100–242, § 170(g)(3), substituted
‘‘different’’ for ‘‘difference’’.

Subsec. (n). Pub. L. 100–242, § 161(e), added subsec. (n).
1984—Subsec. (a)(4)(B)(i). Pub. L. 98–479, § 203(h), sub-

stituted ‘‘chapter 31 of title 31’’ for ‘‘the Second Lib-
erty Bond Act’’ and ‘‘such chapter’’ for ‘‘that Act’’.

Pub. L. 98–479, § 102(c)(1), substituted ‘‘October 1, 1984’’
for ‘‘October 1, 1985’’.

Subsec. (f). Pub. L. 98–479, § 201(e), substituted
‘‘Health and Human Services’’ for ‘‘Health, Education,
and Welfare’’.

Subsec. (h)(1). Pub. L. 98–479, § 102(c)(2)(A), inserted
‘‘and’’ at end.

Subsec. (h)(2). Pub. L. 98–479, § 102(c)(2)(B), substituted
a period for ‘‘; and’’ at end.

Subsec. (l). Pub. L. 98–479, § 102(c)(3), inserted ‘‘The
Secretary shall not impose difference requirements or
standards with respect to construction change orders,
increases in loan amount to cover change orders, errors
in plans and specifications, and use of contingency
funds, because of the method of contractor selection
used by the sponsor or borrower.’’

1983—Subsec. (a)(3). Pub. L. 98–181, § 223(a)(1), inserted
‘‘, except that such interest rate plus such allowance
shall not exceed 9.25 per centum per annum’’.

Subsec. (a)(4)(B)(i). Pub. L. 98–181, § 223(b), struck out
‘‘and’’ after ‘‘1980’’ and inserted ‘‘, to $6,400,000,000 on
October 1, 1983, and to such sum as may be approved in
an appropriation Act on October 1, 1985,’’.

Subsec. (a)(4)(C). Pub. L. 98–181, § 223(c), substituted
‘‘$666,400,000’’ and ‘‘1984’’ for ‘‘$850,848,000’’ and ‘‘1982’’,
respectively.

Subsec. (h). Pub. L. 98–181, § 223(d)(1), (2), in provisions
preceding par. (1), substituted ‘‘1983’’ for ‘‘1978’’, and in-
serted ‘‘, and persons described in subparagraphs (B)
and (C) of subsection (d)(4) of this section who have
been released from residential health treatment facili-
ties’’.

Subsec. (h)(1). Pub. L. 98–181, § 223(d)(3), (5), sub-
stituted ‘‘persons described in the first sentence of this
subsection’’ for ‘‘handicapped persons’’, and struck out
‘‘and’’ at end.

Subsec. (h)(2). Pub. L. 98–181, § 223(d)(4), (6), sub-
stituted ‘‘persons described in the first sentence of this
subsection who are’’ for ‘‘handicapped persons’’, and
substituted ‘‘such community; and’’ for ‘‘such commu-
nity’’.

Subsecs. (i) to (m). Pub. L. 98–181, § 223(e), added sub-
secs. (i) to (m).

1981—Subsec. (a)(4)(C). Pub. L. 97–35 inserted provi-
sions relating to fiscal year 1982.

1980—Subsec. (d)(3). Pub. L. 96–399 inserted last sen-
tence relating to housing to meet the needs of handi-
capped (primarily nonelderly) persons.

1979—Subsec. (a)(4)(B)(i). Pub. L. 96–153, § 306(a), pro-
vided for increase of notes or other obligations to
$3,827,500,000 on October 1, 1979, to $4,777,500,000 on Octo-
ber 1, 1980, and to $5,752,500,000 on October 1, 1981.

Subsec. (a)(6), (7). Pub. L. 96–153, § 306(b), added pars.
(6) and (7).

Subsec. (d)(8)(A). Pub. L. 96–153, § 306(c)(1), substituted
‘‘adult day health facilities, or other’’ for ‘‘or infirma-
ries or other inpatient or’’.

Subsec. (f). Pub. L. 96–153, § 306(c)(2), inserted ref-
erence to adult day health services.

Subsec. (g). Pub. L. 96–153, § 306(d), inserted provisions
that at the time of settlement on permanent financing,
the Secretary make appropriate adjustment in the
amount of assistance to be provided under a contract
for annual contributions pursuant to section 8 of the
United States Housing Act of 1937 reflecting the dif-
ference between interest rate which will actually be
charged in connection with such permanent financing
and the interest rate which was in effect at the time of
the reservation of assistance in connection with the
project.
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1978—Subsec. (a)(4)(C). Pub. L. 95–557, § 205(b), struck
out ‘‘in any fiscal year’’ after ‘‘The aggregate loans
made under this section’’, and ‘‘for such year’’ after
‘‘lending authority established’’.

Subsec. (d)(2). Pub. L. 95–557, § 205(d), designated pro-
visions beginning ‘‘no part of’’ as par. (A), substituted
‘‘member, founder, contributor, or individual’’ for ‘‘pri-
vate shareholder, contributor, or individual, if such in-
stitution or foundation is approved by the Secretary as
to financial responsibility’’, and added pars. (B) and (C).

Subsec. (d)(3). Pub. L. 95–557, § 205(c), inserted ‘‘the
cost of movables necessary to the basic operation of the
project as determined by the Secretary,’’ after ‘‘related
facilities’’.

Subsec. (h). Pub. L. 95–557, § 205(a), added subsec. (h).
1977—Subsec. (d)(3). Pub. L. 95–128, § 202(a), provided

for determination of ‘‘development cost’’ without re-
gard to mortgage limits applicable to housing projects
subject to mortgages insured under section 1715v of this
title.

Subsec. (g). Pub. L. 95–128, § 202(b), added subsec. (g).
1976—Subsec. (a)(3). Pub. L. 94–375, § 11(c)(1), sub-

stituted ‘‘average interest rate on all interest bearing
obligations of the United States then forming a part of
the public debt, computed at the end of the fiscal year
next preceding the date on which the loan is made’’ for
‘‘current average market yield on outstanding market-
able obligations of the United States with remaining
periods to maturity comparable to the average matu-
rities of such loans’’.

Subsec. (a)(4)(B)(i). Pub. L. 94–375, § 11(a), (c)(2), sub-
stituted ‘‘$1,475,000,000, which amount shall be in-
creased to $2,387,500,000 on October 1, 1977, and to
$3,300,000,000 on October 1, 1978’’ for ‘‘$800,000,000’’ and
‘‘the average interest rate on all interest bearing obli-
gations of the United States then forming a part of the
public debt, computed at the end of the fiscal year next
preceding the date on which the loan is made’’ for ‘‘the
current average market yield on outstanding market-
able obligations of the United States of comparable
maturities during the month preceding the issuance of
the notes or other obligations’’, and inserted provision
restricting the amount of notes or obligations issued to
the Secretary of the Treasury to not more than
$800,000,000.

Subsec. (d)(4). Pub. L. 94–375, § 11(b), included in defi-
nition of ‘‘elderly or handicapped families’’ two or
more elderly or handicapped persons living together,
one such person and another providing care for the
first, or a surviving member of the family who was liv-
ing in the unit at the time another member died.

1974—Subsec. (a)(3). Pub. L. 93–383, § 210(a), sub-
stituted provisions authorizing the Secretary of the
Treasury to determine the interest rate, for provisions
authorizing the Secretary of Housing and Urban Devel-
opment to determine the interest rate.

Subsec. (a)(4). Pub. L. 93–383, § 210(d), redesignated ex-
isting provision as subsec. (a)(4)(A), inserted ‘‘, and the
proceeds from notes or other obligations issued under
subparagraph (B),’’ after ‘‘Amounts so appropriated’’,
and added subsec. (a)(4)(B), (C).

Subsec. (a)(5). Pub. L. 93–383, § 210(e), added par. (5).
Subsec. (d)(4). Pub. L. 93–383, § 210(b), substituted ‘‘an

impairment’’ for ‘‘a physical impairment’’ and inserted
provisions relating to developmentally disabled indi-
viduals.

Subsec. (d)(8). Pub. L. 93–383, § 210(f), inserted ‘‘resid-
ing in the project or in the area’’ after ‘‘families’’.

Subsec. (f). Pub. L. 93–383, § 210(c), added subsec. (f).
1969—Subsec. (a)(4). Pub. L. 91–152 increased by

$150,000,000 on July 1, 1969 the amount authorized to be
appropriated for the purposes of this section.

1968—Subsec. (a)(1). Pub. L. 90–448, § 1706(1), author-
ized assistance to limited profit sponsors.

Subsec. (a)(2). Pub. L. 90–448, § 1706(2), authorized
loans to any limited profit sponsor approved by the
Secretary.

Subsec. (a)(3). Pub. L. 90–448, § 1706(3), limited the
amount of the loan to not more than 90 per centum of
the development cost in the case of other than a cor-

poration, consumer cooperative, or public body or
agency.

1967—Pub. L. 90–19, § 16(a)(1), substituted ‘‘Secretary’’
for ‘‘Administrator’’ wherever appearing in subsecs.
(a)(2) to (4), (b), (c)(2), (3), (d)(2), (4), and (e) of this sec-
tion.

Subsec. (c)(2). Pub. L. 90–19, § 16(a)(2), struck out at
end ‘‘, except that for purposes of this subsection the
Administrator shall perform the functions vested in the
Commissioner by such section 513’’.

Subsec. (d)(6). Pub. L. 90–19, § 16(a)(3), substituted def-
inition of ‘‘Secretary’’ meaning the Secretary of Hous-
ing and Urban Development for ‘‘Administrator’’ mean-
ing the Housing and Home Finance Administrator.

1965—Subsec. (a)(3). Pub. L. 89–117, § 105(b)(1), sub-
stituted ‘‘the lower of (A) 3 per centum per annum, or’’
for ‘‘the higher of (A) 23⁄4 per centum per annum, or’’.

Subsec. (a)(4). Pub. L. 89–117, § 105(a), increased
amount authorized to be appropriated from $350,000,000
to $500,000,000.

1964—Subsec. (a)(1), (2). Pub. L. 88–560, § 203(a)(2)(A),
substituted ‘‘elderly or handicapped families’’ for ‘‘el-
derly families and elderly persons’’.

Subsec. (a)(4). Pub. L. 88–560, § 201, increased amount
authorized to be appropriated from $275,000,000 to
$350,000,000.

Subsec. (d)(1). Pub. L. 88–560, § 203(a)(2)(B), included in
definition of ‘‘housing’’ structures suitable for dwelling
use by handicapped families, designated existing provi-
sions as subpar. (A), and added subpar. (B).

Subsec. (d)(4). Pub. L. 88–560, § 203(a)(2)(C), substituted
definitions of ‘‘elderly or handicapped families’’ and
when ‘‘a person shall be considered handicapped’’ for
former provisions defining ‘‘elderly families’’ as ‘‘fami-
lies the head of which (or his spouse) is sixty-two years
of age or over’’ and ‘‘elderly persons’’ as ‘‘persons who
are sixty-two years of age or over’’.

Subsec. (d)(7). Pub. L. 88–560, § 203(a)(2)(D), redefined
‘‘construction’’ to include rehabilitation, alteration,
conversion, or improvement of existing structures.

Subsec. (d)(8). Pub. L. 88–560, § 203 (a)(2)(E), redefined
‘‘existing facilities’’ by designating existing provisions
as cl. (A), inserting in cl. (A) ‘‘by elderly or handi-
capped families’’ and ‘‘workshops’’, and adding cl. (B).

Subsec. (e). Pub. L. 88–560, § 203(a)(2)(A), substituted
‘‘elderly or handicapped families’’ for ‘‘elderly families
and elderly persons’’ in two places.

1963—Subsec. (a)(4). Pub. L. 88–158 increased amount
authorized to be appropriated from $225,000,000 to
$275,000,000.

1962—Subsec. (a)(4). Pub. L. 87–723, § 3(a), increased
amount authorized to be appropriated from $125,000,000
to $225,000,000.

Subsec. (d)(1). Pub. L. 87–723, § 3(b)(1), redesignated
subsec. (d)(1)(A) as entire subsec. (d)(1) and struck out
subsec. (d)(1)(B) which included in definition of ‘‘hous-
ing’’ dwelling facilities provided by rehabilitation, al-
teration, conversion, or improvement of existing struc-
tures which were otherwise inadequate for proposed
dwellings used by elderly families and persons.

Subsec. (d)(7). Pub. L. 87–723, § 3(b)(2), struck out ‘‘, or
rehabilitation, alteration, conversion, or improvement
of existing structures’’ after ‘‘new structures’’.

Subsec. (d)(8). Pub. L. 87–723, § 3(b)(3), redesignated
subsec. (d)(8)(A) as entire subsec. (d)(8) and struck out
subsec. (d)(8)(B) which included in definition of ‘‘relat-
ed facilities’’ structures suitable for essential service
facilities provided by rehabilitation, alteration, conver-
sion, or improvement of existing structures which were
otherwise inadequate for essential service facilities.

1961—Subsec. (a)(1). Pub. L. 87–70, § 201(a)(1), author-
ized assistance for consumer cooperatives and public
bodies and agencies.

Subsec. (a)(2). Pub. L. 87–70, § 201(a)(2), authorized
loans to consumer cooperatives and to public bodies or
agencies, and prohibited loans to public bodies or agen-
cies unless they certify that they are not receiving fi-
nancial assistance exclusively pursuant to the United
States Housing Act of 1937.

Subsec. (a)(3). Pub. L. 87–70, § 201(a)(3), (b), substituted
‘‘loan under this section’’ for ‘‘loan to a corporation
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under this section’’, and ‘‘may be in an amount not ex-
ceeding the total development cost’’ for ‘‘may be in an
amount not exceeding 98 per centum of the total devel-
opment cost’’.

Subsec. (a)(4). Pub. L. 87–70, § 201(c), increased amount
authorized to be appropriated from $50,000,000 to
$125,000,000, and struck out provisions which limited
the amount outstanding at any one time for related fa-
cilities to not more than $5,000,000.

Subsec. (c)(3). Pub. L. 87–70, § 201(a)(4), substituted
‘‘credited to the corporation, cooperative, or public
body or agency undertaking’’ for ‘‘credited to the cor-
poration undertaking’’.

Subsec. (e). Pub. L. 87–70, § 201(d), added subsec. (e).

EFFECTIVE DATE OF 2000 AMENDMENT

Pub. L. 106–569, title VIII, § 803, Dec. 27, 2000, 114 Stat.
3019, provided that:

‘‘(a) IN GENERAL.—The provisions of this title [see
section 801 of Pub. L. 106–569, set out as a Short Title
of 2000 Amendment note under section 1701 of this title]
and the amendments made by this title are effective as
of the date of the enactment of this Act [Dec. 27, 2000],
unless such provisions or amendments specifically pro-
vide for effectiveness or applicability upon another
date certain.

‘‘(b) EFFECT OF REGULATORY AUTHORITY.—Any au-
thority in this title or the amendments made by this
title to issue regulations, and any specific requirement
to issue regulations by a date certain, may not be con-
strued to affect the effectiveness or applicability of the
provisions of this title or the amendments made by this
title under such provisions and amendments and sub-
section (a) of this section.’’

EFFECTIVE DATE OF 1999 AMENDMENT

Pub. L. 106–74, title V, § 503, Oct. 20, 1999, 113 Stat.
1101, provided that:

‘‘(a) IN GENERAL.—The provisions of this title [see
Short Title of 1999 Amendment note set out under sec-
tion 1701 of this title] and the amendments made by
this title are effective as of the date of the enactment
of this Act [Oct. 20, 1999], unless such provisions or
amendments specifically provide for effectiveness or
applicability upon another date certain.

‘‘(b) EFFECT OF REGULATORY AUTHORITY.—Any au-
thority in this title or the amendments made by this
title to issue regulations, and any specific requirement
to issue regulations by a date certain, may not be con-
strued to affect the effectiveness or applicability of the
provisions of this title or the amendments made by this
title under such provisions and amendments and sub-
section (a) of this section.’’

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by sections 677(a) and 682(c) of Pub. L.
102–550 applicable on expiration of 6-month period be-
ginning Oct. 28, 1992, see section 13642 of Title 42, The
Public Health and Welfare.

Amendment by section 1604(c)(3) of Pub. L. 102–550 ef-
fective as if included in the Federal Deposit Insurance
Corporation Improvement Act of 1991, Pub. L. 102–242,
as of Dec. 19, 1991, see section 1609(a) of Pub. L. 102–550,
set out as a note under section 191 of this title.

EFFECTIVE DATE OF 1990 AMENDMENTS

Section 801(c) of Pub. L. 101–625 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and section 1439 of Title 42, The Public Health and
Welfare] shall take effect on October 1, 1991, with re-
spect to projects approved on or after such date. The
Secretary shall issue regulations for such purpose after
notice and an opportunity for public comment in ac-
cordance with section 553 of title 5, United States Code.
Regulations shall be issued for comment not later than
180 days after the date of enactment of this Act [Nov.
28, 1990].’’

Amendment by section 955(c) of Pub. L. 101–625 appli-
cable to any volunteer services provided before, on, or

after Nov. 28, 1990, except that such amendment may
not be construed to require repayment of any wages
paid before Nov. 28, 1990, for services provided before
such date, see section 955(d) of Pub. L. 101–625, set out
as a note under section 1437j of Title 42.

Pub. L. 101–507, title II, Nov. 5, 1990, 104 Stat. 1358,
provided that sections 801, 802, and 811 of Pub. L. 101–625
[enacting sections 8011 and 8013 of Title 42, amending
this section and sections 1437g and 1439 of Title 42, and
enacting provisions set out as notes under this section]
are deemed enacted as of the date of enactment of Pub.
L. 101–507, which was approved Nov. 5, 1990.

EFFECTIVE DATE OF 1988 AMENDMENT

Section 162(f) of Pub. L. 100–242 provided that:
‘‘(1) Except as otherwise provided in this section, the

provisions of, and amendments made by, this section
[amending this section and enacting and repealing pro-
visions set out as notes below] shall not apply with re-
spect to projects with loans or loan reservations made
under section 202 of the Housing Act of 1959 [this sec-
tion] before the implementation date under subsection
(e) [section 162(e) of Pub. L. 100–242 set out below].

‘‘(2) Notwithstanding paragraph (1), the Secretary
shall apply the provisions of, and amendments made
by, this section to any project if needed to facilitate
the development of such project in a timely manner.’’

EFFECTIVE AND TERMINATION DATES OF 1983
AMENDMENT

Section 223(a)(2) of Pub. L. 98–181, as amended by Pub.
L. 99–120, § 5(b), Oct. 8, 1985, 99 Stat. 504; Pub. L. 99–156,
§ 5(b), Nov. 15, 1985, 99 Stat. 817; Pub. L. 99–219, § 5(b),
Dec. 26, 1985, 99 Stat. 1732; Pub. L. 99–267, § 5(b), Mar. 27,
1986, 100 Stat. 75; Pub. L. 99–272, title III, § 3011(b), Apr.
7, 1986, 100 Stat. 106; Pub. L. 99–289, § 1(b), May 2, 1986,
100 Stat. 412; Pub. L. 99–345, § 1, June 24, 1986, 100 Stat.
673; Pub. L. 99–430, Sept. 30, 1986, 100 Stat. 986; Pub. L.
100–122, § 1, Sept. 30, 1987, 101 Stat. 793; Pub. L. 100–154,
Nov. 5, 1987, 101 Stat. 890; Pub. L. 100–170, Nov. 17, 1987,
101 Stat. 914; Pub. L. 100–179, Dec. 3, 1987, 101 Stat. 1018;
Pub. L. 100–200, Dec. 21, 1987, 101 Stat. 1327, which pro-
vided that the amendment made by paragraph (1),
amending this section, shall apply only with respect to
loan agreements entered into after September 30, 1982,
and not later than March 15, 1988, was repealed by Pub.
L. 100–242, title I, § 161(c)(2), Feb. 5, 1988, 101 Stat. 1856.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

EFFECTIVE DATE OF 1965 AMENDMENT

Section 105(b)(2) of Pub. L. 89–117, as added by Pub. L.
89–754, title X, § 1001(3), Nov. 3, 1966, 80 Stat. 1284, pro-
vided that: ‘‘The interest rate provided by the amend-
ment made in paragraph (1) [amending this section]
shall be applicable (A) with respect to any loan made
on or after August 10, 1965, and (B) with respect to any
loan made prior to such date if construction of the
housing or related facilities to be assisted by such loan
was not commenced prior to such date, and not com-
pleted prior to the filing of an application for the bene-
fits of such interest rate.’’

EFFECTIVE DATE OF 1962 AMENDMENT

Section 3(b) of Pub. L. 87–723 provided that the
amendments made by that section are effective with
respect to applications for loans made under this sec-
tion after Sept. 28, 1962.

REGULATIONS

Pub. L. 106–74, title V, § 502, Oct. 20, 1999, 113 Stat.
1101, provided that: ‘‘The Secretary of Housing and
Urban Development shall issue any regulations to
carry out this title [see Short Title of 1999 Amendment
note set out under section 1701 of this title] and the
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amendments made by this title that the Secretary de-
termines may or will affect tenants of federally as-
sisted housing only after notice and opportunity for
public comment in accordance with the procedure
under section 553 of title 5, United States Code, applica-
ble to substantive rules (notwithstanding subsections
(a)(2), (b)(B), and (d)(3) of such section). Notice of such
proposed rulemaking shall be provided by publication
in the Federal Register. In issuing such regulations,
the Secretary shall take such actions as may be nec-
essary to ensure that such tenants are notified of, and
provided an opportunity to participate in, the rule-
making, as required by such section 553.’’

PREPAYMENT AND REFINANCING

Pub. L. 106–569, title VIII, § 811, Dec. 27, 2000, 114 Stat.
3019, as amended by Pub. L. 107–116, title VI, § 633(a),
Jan. 10, 2002, 115 Stat. 2228, provided that:

‘‘(a) APPROVAL OF PREPAYMENT OF DEBT.—Upon re-
quest of the project sponsor of a project assisted with
a loan under section 202 of the Housing Act of 1959 [12
U.S.C. 1701q](as in effect before the enactment of the
Cranston-Gonzalez National Affordable Housing Act
[Pub. L. 101–625, which was approved Nov. 28, 1990]), the
Secretary shall approve the prepayment of any indebt-
edness to the Secretary relating to any remaining prin-
cipal and interest under the loan as part of a prepay-
ment plan under which—

‘‘(1) the project sponsor agrees to operate the
project until the maturity date of the original loan
under terms at least as advantageous to existing and
future tenants as the terms required by the original
loan agreement or any rental assistance payments
contract under section 8 of the United States Housing
Act of 1937 [42 U.S.C. 1437f] (or any other rental hous-
ing assistance programs of the Department of Hous-
ing and Urban Development, including the rent sup-
plement program under section 101 of the Housing
and Urban Development Act of 1965 (12 U.S.C. 1701s))
relating to the project; and

‘‘(2) the prepayment may involve refinancing of the
loan if such refinancing results in a lower interest
rate on the principal of the loan for the project and
in reductions in debt service related to such loan.
‘‘(b) SOURCES OF REFINANCING.—In the case of prepay-

ment under this section involving refinancing, the
project sponsor may refinance the project through any
third party source, including financing by State and
local housing finance agencies, use of tax-exempt
bonds, multi-family mortgage insurance under the Na-
tional Housing Act [12 U.S.C. 1701 et seq.], reinsurance,
or other credit enhancements, including risk sharing as
provided under section 542 of the Housing and Commu-
nity Development Act of 1992 [12 U.S.C.
1715z–22]([former] 12 U.S.C. 1707 note). For purposes of
underwriting a loan insured under the National Hous-
ing Act, the Secretary may assume that any section 8
rental assistance contract relating to a project will be
renewed for the term of such loan.

‘‘(c) USE OF UNEXPENDED AMOUNTS.—Upon execution
of the refinancing for a project pursuant to this sec-
tion, the Secretary shall make available at least 50 per-
cent of the annual savings resulting from reduced sec-
tion 8 or other rental housing assistance contracts in a
manner that is advantageous to the tenants, includ-
ing—

‘‘(1) not more than 15 percent of the cost of increas-
ing the availability or provision of supportive serv-
ices, which may include the financing of service
coordinators and congregate services;

‘‘(2) rehabilitation, modernization, or retrofitting
of structures, common areas, or individual dwelling
units;

‘‘(3) construction of an addition or other facility in
the project, including assisted living facilities (or,
upon the approval of the Secretary, facilities located
in the community where the project sponsor refi-
nances a project under this section, or pools shared
resources from more than one such project); or

‘‘(4) rent reduction of unassisted tenants residing in
the project according to a pro rata allocation of
shared savings resulting from the refinancing.

‘‘(d) USE OF CERTAIN PROJECT FUNDS.—The Secretary
shall allow a project sponsor that is prepaying and refi-
nancing a project under this section—

‘‘(1) to use any residual receipts held for that
project in excess of $500 per individual dwelling unit
for not more than 15 percent of the cost of activities
designed to increase the availability or provision of
supportive services; and

‘‘(2) to use any reserves for replacement in excess of
$1,000 per individual dwelling unit for activities de-
scribed in paragraphs (2) and (3) of subsection (c).’’
[Pub. L. 107–116, title VI, § 633(b), Jan. 10, 2002, 115

Stat. 2228, provided that: ‘‘The amendment made by
subsection (a) of this section [amending section 811 of
Pub. L. 106–569, set out above] shall take effect upon
the date of the enactment of this Act [Jan. 10, 2002] and
the provisions of section 811 of the American Home-
ownership and Economic Opportunity Act of 2000 (12
U.S.C. 1701q note), as amended by subsection (a) of this
section, shall apply as so amended upon such date of
enactment, notwithstanding—

[‘‘(1) any authority of the Secretary of Housing and
Urban Development to issue regulations to imple-
ment or carry out the amendments made by sub-
section (a) of this section or the provisions of section
811 of the American Homeownership and Economic
Opportunity Act of 2000 (12 U.S.C. 1701q note); or

[‘‘(2) any failure of the Secretary of Housing and
Urban Development to issue any such regulations au-
thorized.’’]

CONSIDERATION OF COSTS OF PROVIDING SERVICE
COORDINATORS IN DETERMINING AMOUNT OF HOUSING
ASSISTANCE

Section 677(b) of Pub. L. 102–550 provided that:
‘‘(1) AVAILABILITY OF SECTION 8 ASSISTANCE.—Subject

to the availability of appropriations for contract
amendments for the purpose of this paragraph, in de-
termining the amount of assistance under section 8 of
the United States Housing Act of 1937 [42 U.S.C. 1437f]
to be provided for a project assisted under section 202
of the Housing Act of 1959 [12 U.S.C. 1701q], as in effect
before the effectiveness of the amendments made by
section 801 of the Cranston-Gonzalez National Afford-
able Housing Act [Pub. L. 101–625, see Effective Date of
1990 Amendment note above], the Secretary shall con-
sider (and annually adjust for) the costs of—

‘‘(A) employing or otherwise retaining the services
of one or more service coordinators under section 661
[671] of this Act [42 U.S.C. 13631] to coordinate the
provision of any services within the project for resi-
dents of the project who are elderly families and dis-
abled families; and

‘‘(B) expenses for the provision of such services.
Not more than 15 percent of the cost of the provision of
services under subparagraph (B) may be considered
under this paragraph for purposes of determining the
amount of assistance provided.

‘‘(2) INAPPLICABILITY OF HUD REFORM ACT PROVI-
SIONS.—Notwithstanding section 102 of the Department
of Housing and Urban Development Reform Act of 1989
[42 U.S.C. 3545], the provisions of paragraphs (1), (2), and
(3) of subsection (a) of such section shall not apply to
amendments to contracts under section 8 of the United
States Housing Act of 1937 made to carry out the pur-
poses of paragraph (1) of this subsection.

‘‘(3) LIMITATION.—If a project is receiving congregate
housing services assistance under the Congregate Hous-
ing Services Act of 1978 [42 U.S.C. 8001 et seq.] or sec-
tion 802 of the Cranston-Gonzalez National Affordable
Housing Act [42 U.S.C. 8011], the amount of costs pro-
vided pursuant to paragraph (1) for the project may not
exceed the additional amount necessary to cover the
costs of providing for the coordination of services for
residents of the project who are not eligible residents
under such section 802 or eligible project residents
under the Congregate Housing Services Act of 1978, as
applicable.’’

EXPEDITED FINANCING AND CONSTRUCTION

Section 801(d) of Pub. L. 101–625 provided that:
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‘‘(1) IN GENERAL.—The Secretary may, subject to the
availability of appropriations for contract amendments
for the purposes of this subsection—

‘‘(A) provide such adjustments and waivers to the
cost limitations specified under 24 CFR 885.410(a)(1);
and

‘‘(B) make such adjustments to the relevant fair
market rent limitations established under section
8(c)(1) of the United States Housing Act of 1937 [42
U.S.C. 1437f(c)(1)] in providing assistance under such
Act,

as are necessary to ensure the expedited financing and
construction of qualified supportive housing for the el-
derly provided that the Secretary finds that any appli-
cable cost containment rules and regulations have been
satisfied.

‘‘(2) DEFINITION.—For purposes of this subsection, the
term ‘supportive housing for the elderly’ means hous-
ing—

‘‘(A) located in a high-cost jurisdiction; and
‘‘(B) for which a loan reservation was made under

section 202 of the Housing Act of 1959 [12 U.S.C. 1701q],
3 years before the date of enactment of this Act [Nov.
28, 1990] but for which no loan has been executed and
recorded.’’

FEASIBILITY OF INCLUDING ELDER COTTAGE HOUSING
OPPORTUNITY UNITS AS ELIGIBLE DEVELOPMENT COSTS

Section 806(b) of Pub. L. 101–625, as amended by Pub.
L. 102–550, title VI, § 602(d), Oct. 28, 1992, 106 Stat. 3804,
provided that:

‘‘(1) IN GENERAL.—The Secretary of Housing and
Urban Development shall carry out a program to deter-
mine the feasibility of including, as an eligible develop-
ment cost under section 202 of the Housing Act of 1959
[12 U.S.C. 1701q], the cost of purchasing and installing
elder cottage housing opportunity units that are small,
freestanding, barrier-free, energy efficient, removable,
and designed to be installed adjacent to existing 1- to
4-family dwellings. In conducting the demonstration,
the Secretary shall determine whether the durability of
such units is appropriate for making such units gener-
ally eligible for assistance under the programs under
such sections.

‘‘(2) ALLOCATION.—Notwithstanding any other law,
the Secretary shall reserve from any amounts available
for capital advances and project rental assistance
under section 202 of the Housing Act of 1959, amounts
sufficient in each of fiscal years 1993 and 1994 to provide
not less than 100 units under the demonstration under
this subsection in connection with each such section.
Any amounts reserved under this paragraph shall be
available only for carrying out the demonstration
under this subsection and, for purposes of the dem-
onstration, the cost of purchasing and installing an
elder cottage housing opportunity unit shall be consid-
ered an eligible development cost under sections [sic]
202 of the Housing Act of 1959.

‘‘(3) REPORT.—Not later than January 1, 1994, the Sec-
retary shall submit a report to the Congress on the re-
sults of the demonstration under this subsection, which
shall be based on actual experience in implementing
this subsection.

‘‘(4) IMPLEMENTATION.—The Secretary shall issue reg-
ulations to carry out the demonstration under this sub-
section not later than the expiration of the 6-month pe-
riod beginning on the date of the enactment of the
Housing and Community Development Act of 1992 [Oct.
28, 1992].’’

PREFERENCES FOR NATIVE HAWAIIANS ON HAWAIIAN
HOME LANDS UNDER HUD PROGRAMS

Secretary of Housing and Urban Development to pro-
vide a preference to native Hawaiians for housing as-
sistance programs under this section for housing lo-
cated on Hawaiian home lands, see section 958 of Pub.
L. 101–625, set out as a note under section 1437f of Title
42, The Public Health and Welfare.

FINDINGS AND PURPOSE OF 1988 AMENDMENT

Section 162(a) of Pub. L. 100–242 provided that:

‘‘(1) The Congress finds that—
‘‘(A) housing for nonelderly handicapped families is

assisted under section 202 of the Housing Act of 1959
[12 U.S.C. 1701q] and section 8 of the United States
Housing Act of 1937 [42 U.S.C. 1437f];

‘‘(B) the housing programs under such sections are
designed and implemented primarily to assist rental
housing for elderly and nonelderly families and are
often inappropriate for dealing with the specialized
needs of the physically impaired, the develop-
mentally disabled, and the chronically mentally ill;

‘‘(C) the development of housing for nonelderly
handicapped families under such programs is often
more expensive than necessary, thereby reducing the
number of such families that can be assisted with
available funds;

‘‘(D) the program under section 202 of the Housing
Act of 1959 can continue to provide direct loans to fi-
nance group residences and independent apartments
for nonelderly handicapped families, but can be made
more efficient and less costly by the adoption of
standards and procedures applicable only to housing
for such families;

‘‘(E) the cost containment policies currently being
implemented in the development of small group
homes (i) do not adequately reflect the necessity for
building designs to meet the needs of the designated
residents; and (ii) do not recognize necessary State
and local standards for the operation of such homes;

‘‘(F) the use of the program under section 8 of the
United States Housing Act of 1937 to assist rentals for
housing for nonelderly handicapped families is time
consuming and unnecessarily costly and, in some
areas of the Nation, prevents the development of such
housing;

‘‘(G) the use of the program under section 8 of the
United States Housing Act of 1937 to assist rentals for
housing for nonelderly handicapped families should
be replaced by a more appropriate subsidy mecha-
nism;

‘‘(H) both elderly and handicapped housing projects
assisted under section 202 of the Housing Act of 1959
will benefit from an increased emphasis on supportive
services and a greater use of State and local funds;
and

‘‘(I) an improved program for nonelderly handi-
capped families will assist in providing shelter and
supportive services for mentally ill persons who
might otherwise be homeless.
‘‘(2) The purpose of this section is to improve the di-

rect loan program under section 202 of the Housing Act
of 1959 to ensure that such program meets the special
housing and related needs of nonelderly handicapped
families.’’

TERMINATION OF SECTION 8 ASSISTANCE

Section 162(d) of Pub. L. 100–242 provided that: ‘‘On
and after the first date that amounts approved in an
appropriation Act for any fiscal year become available
for contracts under section 202(h)(4)(A) of the Housing
Act of 1959 [12 U.S.C. 1701q(h)(4)(A)], as amended by sub-
section (b) of this section, no project for handicapped
(primarily nonelderly) families approved for such fiscal
year pursuant to section 202 of such Act shall be pro-
vided assistance payments under section 8 of the
United States Housing Act of 1937 [42 U.S.C. 1437f], ex-
cept pursuant to a reservation for a contract to make
such assistance payments that was made before the
first date that amounts for contracts under such sec-
tion 202(h)(4)(A) became available.’’

IMPLEMENTATION OF 1988 AMENDMENT

Section 162(e) of Pub. L. 100–242 provided that: ‘‘Not
later than the expiration of the 120-day period follow-
ing the date of the enactment of this Act [Feb. 5, 1988],
the Secretary of Housing and Urban Development shall,
to the extent amounts are approved in an appropriation
Act for use under section 202(h)(4)(A) of the Housing
Act of 1959 [12 U.S.C. 1701q(h)(4)(A)] for fiscal year 1988,
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publish in the Federal Register a notice of fund avail-
ability to implement the provisions of, and amend-
ments made by, this section [amending this section and
enacting and repealing provisions set out above]. The
Secretary shall issue such rules as may be necessary to
carry out such provisions and amendments for fiscal
year 1989 and thereafter.’’

HOUSING FOR THE ELDERLY OR HANDICAPPED FUND

Pub. L. 101–507, title II, Nov. 5, 1990, 104 Stat. 1361,
provided: ‘‘That, notwithstanding section 202(a)(3) of
the Housing Act of 1959 [12 U.S.C. 1701q(a)(3)], any such
obligations [direct loan obligations made in fiscal year
1991] shall bear an interest rate which does not exceed
9.25 per centum, including the allowance adequate in
the judgment of the Secretary to cover administrative
costs and probable losses under the program.’’

Similar provisions were contained in the following
prior appropriation acts:

Pub. L. 101–144, title II, Nov. 9, 1989, 103 Stat. 847.
Pub. L. 100–404, title I, Aug. 19, 1988, 102 Stat. 1016.
Pub. L. 100–202, § 101(f) [title I], Dec. 22, 1987, 101 Stat.

1329–187, 1329–190.
Pub. L. 99–500, § 101(g) [H.R. 5313, title I], Oct. 18, 1986,

100 Stat. 1783–242, and Pub. L. 99–591, § 101(g), Oct. 30,
1986, 100 Stat. 3341–242.

Pub. L. 99–160, title I, Nov. 25, 1985, 99 Stat. 911.
Pub. L. 98–371, title I, July 18, 1984, 98 Stat. 1216.
Pub. L. 98–45, title I, as added Pub. L. 98–181, title I,

Nov. 30, 1983, 97 Stat. 1153.

REPORTS RESPECTING ELDERLY AND HANDICAPPED
HOUSING PROGRAMS IN RURAL AREAS, ETC.

Section 306(e), (f) of Pub. L. 96–153 required Secretary
of Housing and Urban Development, not later than six
months after Dec. 21, 1979, to report to Congress on
housing needs of elderly and handicapped in rural areas
and recommend to Congress on means to reduce costs
of program carried out under this section.

FEASIBILITY AND MARKETABILITY OF PROJECTS; ASSIST-
ANCE FOR PROJECTS SERVICING LOW- AND MODERATE-
INCOME FAMILIES

Section 210(g) of Pub. L. 93–383 provided that:
‘‘(1) In determining the feasibility and marketability

of a project under section 202 of the Housing Act of 1959
[this section], the Secretary shall consider the avail-
ability of monthly assistance payments pursuant to
section 8 of the United States Housing Act of 1937 [42
U.S.C. 1437f] with respect to such a project.

‘‘(2) The Secretary shall insure that with the original
approval of a project authorized pursuant to section 202
of the Housing Act of 1959, and thereafter at each an-
nual revision of the assistance contract under section 8
of the United States Housing Act of 1937 with respect to
units in such project, the project will serve both low-
and moderate-income families in a mix which he deter-
mines to be appropriate for the area and for viable op-
eration of the project; except that the Secretary shall
not permit maintenance of vacancies to await tenants
of one income level where tenants of another income
level are available.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1441a, 1701q–1,
1701q–2, 1701r–1, 1701s, 1701z–11, 1701z–13, 1715l, 1715v,
1715z–1, 1715z–1a, 1715z–1b, 1715z–4a, 1715z–19, 1831q, 3702,
3705 of this title; title 42 sections 1382a, 1436b, 1437e,
1437f, 1439, 3013, 3535, 8002, 8008, 8009, 8011, 8012, 8013, 8231,
13641, 13664.

§ 1701q�1. Civil money penalties against mortga-
gors under section 1701q of this title

(a) In general
The penalties set forth in this section shall be

in addition to any other available civil remedy
or criminal penalty, and may be imposed wheth-

er or not the Secretary imposes other adminis-
trative sanctions. The Secretary may not im-
pose penalties under this section for violations a
material cause of which are the failure of the
Department, an agent of the Department, or a
public housing agency to comply with existing
agreements.

(b) Penalty for violation of agreement as condi-
tion of transfer of physical assets, flexible
subsidy loan, capital improvement loan,
modification of mortgage terms, or workout
agreement

(1) In general
Whenever a mortgagor of property that in-

cludes 5 or more living units and that has a
mortgage held pursuant to section 1701q of
this title, who has agreed in writing, as a con-
dition of a transfer of physical assets, a flexi-
ble subsidy loan, a capital improvement loan,
a modification of the mortgage terms, or a
workout agreement, to use nonproject income
to make cash contributions for payments due
under the note and mortgage, for payments to
the reserve for replacements, to restore the
project to good physical condition, or to pay
other project liabilities, knowingly and mate-
rially fails to comply with any of these com-
mitments, the Secretary may impose a civil
money penalty on the mortgagor in accord-
ance with the provisions of this section.

(2) Amount
The amount of the penalty, as determined by

the Secretary, for a violation of this sub-
section may not exceed the amount of the loss
the Secretary would incur at a foreclosure
sale, or sale after foreclosure, with respect to
the property involved.

(c) Violations of regulatory agreement
(1) In general

The Secretary may also impose a civil
money penalty on a mortgagor or property
that includes 5 or more living units and that
has a mortgage held pursuant to section 1701q
of this title for any knowing and material vio-
lation of the regulatory agreement executed
by the mortgagor, as follows:

(A) Conveyance, transfer, or encumbrance
of any of the mortgaged property, or permit-
ting the conveyance, transfer, or encum-
brance of such property, without the prior
written approval of the Secretary.

(B) Assignment, transfer, disposition, or
encumbrance of any personal property of the
project, including rents, or paying out any
funds, except for reasonable operating ex-
penses and necessary repairs, without the
prior written approval of the Secretary.

(C) Conveyance, assignment, or transfer of
any beneficial interest in any trust holding
title to the property, or the interest of any
general partner in a partnership owning the
property, or any right to manage or receive
the rents and profits from the mortgaged
property, without the prior written approval
of the Secretary.

(D) Remodeling, adding to, reconstructing,
or demolishing any part of the mortgaged
property or subtracting from any real or per-
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sonal property of the project, without the
prior written approval of the Secretary.

(E) Requiring, as a condition of the occu-
pancy or leasing of any unit in the project,
any consideration or deposit other than the
prepayment of the first month’s rent, plus a
security deposit in an amount not in excess
of 1 month’s rent, to guarantee the perform-
ance of the covenants of the lease.

(F) Not holding any funds collected as se-
curity deposits separate and apart from all
other funds of the project in a trust account,
the amount of which at all times equals or
exceeds the aggregate of all outstanding ob-
ligations under the account.

(G) Payment for services, supplies, or ma-
terials which exceeds $500 and substantially
exceeds the amount ordinarily paid for such
services, supplies, or materials in the area
where the services are rendered or the sup-
plies or materials furnished.

(H) Failure to maintain at any time the
mortgaged property, equipment, buildings,
plans, offices, apparatus, devices, books,
contracts, records, documents, and other re-
lated papers (including failure to keep copies
of all written contracts or other instruments
which affect the mortgaged property) in rea-
sonable condition for proper audit and for
examination and inspection at any reason-
able time by the Secretary or any duly au-
thorized agents of the Secretary.

(I) Failure to maintain the books and ac-
counts of the operations of the mortgaged
property and of the project in accordance
with requirements prescribed by the Sec-
retary.

(J) Failure to furnish the Secretary, by the
expiration of the 60-day period beginning on
the 1st day after the completion of each fis-
cal year, with a complete annual financial
report based upon an examination of the
books and records of the mortgagor prepared
in accordance with requirements prescribed
by the Secretary, and prepared and certified
to by an independent public accountant or a
certified public accountant and certified to
by an officer of the mortgagor, unless the
Secretary has approved an extension of the
60-day period in writing. The Secretary shall
approve an extension where the mortgagor
demonstrates that failure to comply with
this subparagraph is due to events beyond
the control of the mortgagor.

(K) At the request of the Secretary, the
agents of the Secretary, the employees of
the Secretary, or the attorneys of the Sec-
retary, failure to furnish monthly occupancy
reports or failure to provide specific answers
to questions upon which information is
sought relative to income, assets, liabilities,
contracts, the operation and condition of the
property, or the status of the mortgage.

(L) Failure to make promptly all pay-
ments due under the note and mortgage, in-
cluding tax and insurance escrow payments,
and payments to the reserve for replace-
ments when there is adequate project in-
come available to make such payments.

(M) Amending the articles of incorporation
or bylaws, other than as permitted under the

terms of the articles of incorporation as ap-
proved by the Secretary, without the prior
written approval of the Secretary.

(2) Amount of penalty
A penalty imposed for a violation under this

subsection, as determined by the Secretary,
may not exceed $25,000 for a violation of any of
the subparagraphs of paragraph (1).

(d) Agency procedures
(1) Establishment

The Secretary shall establish standards and
procedures governing the imposition of civil
money penalties under subsections (b) and (c)
of this section. These standards and proce-
dures—

(A) shall provide for the Secretary or other
department official (such as the Assistant
Secretary for Housing) to make the deter-
mination to impose a penalty;

(B) shall provide for the imposition of a
penalty only after the mortgagor has been
given an opportunity for a hearing on the
record; and

(C) may provide for review by the Sec-
retary of any determination or order, or in-
terlocutory ruling, arising from a hearing.

(2) Final orders
If no hearing is requested within 15 days of

receipt of the notice of opportunity for hear-
ing, the imposition of the penalty shall con-
stitute a final and unappealable determina-
tion. If the Secretary reviews the determina-
tion or order, the Secretary may affirm, mod-
ify, or reverse that determination or order. If
the Secretary does not review the determina-
tion or order within 90 days of the issuance of
the determination or order, the determination
or order shall be final.

(3) Factors in determining amount of penalty
In determining the amount of a penalty

under subsection (b) or (c) of this section, con-
sideration shall be given to such factors as the
gravity of the offense, any history of prior of-
fenses (including offenses occurring before De-
cember 15, 1989), ability to pay the penalty, in-
jury to the tenants, injury to the public, bene-
fits received, deterrence of future violations,
and such other factors as the Secretary may
determine in regulations to be appropriate.

(4) Reviewability of imposition of penalty
The Secretary’s determination or order im-

posing a penalty under subsection (b) or (c) of
this section shall not be subject to review, ex-
cept as provided in subsection (e) of this sec-
tion.

(e) Judicial review of agency determination
(1) In general

After exhausting all administrative rem-
edies established by the Secretary under sub-
section (d)(1) of this section, a mortgagor
against whom the Secretary has imposed a
civil money penalty under subsection (b) or (c)
of this section may obtain a review of the pen-
alty and such ancillary issues as may be ad-
dressed in the notice of determination to im-
pose a penalty under subsection (d)(1)(A) of
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this section in the appropriate court of ap-
peals of the United States, by filing in such
court, within 20 days after the entry of such
order or determination, a written petition
praying that the Secretary’s order or deter-
mination be modified or be set aside in whole
or in part.
(2) Objections not raised in hearing

The court shall not consider any objection
that was not raised in the hearing conducted
pursuant to subsection (d)(1) of this section
unless a demonstration is made of extraor-
dinary circumstances causing the failure to
raise the objection. If any party demonstrates
to the satisfaction of the court that additional
evidence not presented at such hearing is ma-
terial and that there were reasonable grounds
for the failure to present such evidence at the
hearing, the court shall remand the matter to
the Secretary for consideration of such addi-
tional evidence.
(3) Scope of review

The decisions, findings, and determinations
of the Secretary shall be reviewed pursuant to
section 706 of title 5.
(4) Order to pay penalty

Notwithstanding any other provision of law,
in any such review, the court shall have the
power to order payment of the penalty im-
posed by the Secretary.

(f) Action to collect penalty
If a mortgagor fails to comply with the Sec-

retary’s determination or order imposing a civil
money penalty under subsection (b) or (c) of this
section, after the determination or order is no
longer subject to review as provided by sub-
sections (d)(1) and (e) of this section, the Sec-
retary may request the Attorney General of the
United States to bring an action in an appro-
priate United States district court to obtain a
monetary judgment against the mortgagor and
such other relief as may be available. The mone-
tary judgment may, in the court’s discretion, in-
clude the attorneys fees and other expenses in-
curred by the United States in connection with
the action. In an action under this subsection,
the validity and appropriateness of the Sec-
retary’s determination or order imposing the
penalty shall not be subject to review.
(g) Settlement by Secretary

The Secretary may compromise, modify, or
remit any civil money penalty which may be, or
has been, imposed under this section.
(h) ��Knowingly�� defined

The term ‘‘knowingly’’ means having actual
knowledge of or acting with deliberate igno-
rance of or reckless disregard for the prohibi-
tions under this section.
(i) Regulations

The Secretary shall issue such regulations as
the Secretary deems appropriate to implement
this section.
(j) Deposit of penalties in insurance funds

Notwithstanding any other provision of law,
all civil money penalties collected under this
section shall be deposited in the fund estab-
lished under section 1715z–1a(j) of this title.

(Pub. L. 86–372, title II, § 202a, as added Pub. L.
101–235, title I, § 109(a), Dec. 15, 1989, 103 Stat.
2007.)

CODIFICATION

Section was enacted as part of the Housing Act of
1959, and not as part of the National Housing Act which
comprises this chapter.

EFFECTIVE DATE

Section 109(b) of Pub. L. 101–235 provided that: ‘‘The
amendment made by subsection (a) [enacting this sec-
tion] shall apply only with respect to violations re-
ferred to in the amendment that occur on or after the
effective date of this section [Dec. 15, 1989].’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1715z–1a of this
title.

§ 1701q�2. Grants for conversion of elderly hous-
ing to assisted living facilities

(a) Grant authority
The Secretary of Housing and Urban Develop-

ment may make grants in accordance with this
section to owners of eligible projects described
in subsection (b) of this section for one or both
of the following activities:

(1) Repairs
Substantial capital repairs to projects that

are needed to rehabilitate, modernize, or ret-
rofit aging structures, common areas, or indi-
vidual dwelling units.

(2) Conversion
Activities designed to convert dwelling units

in the eligible project to assisted living facili-
ties for elderly persons.

(b) Eligible projects
An eligible project described in this subsection

is a multifamily housing project that is—
(1)(A) described in subparagraph (B), (C), (D),

(E), (F), or (G) of section 13641(2) of title 42, or
(B) only to the extent amounts of the Depart-
ment of Agriculture are made available to the
Secretary of Housing and Urban Development
for such grants under this section for such
projects, subject to a loan made or insured
under section 1485 of title 42;

(2) owned by a private nonprofit organiza-
tion (as such term is defined in section 1701q of
this title); and

(3) designated primarily for occupancy by el-
derly persons.

Notwithstanding any other provision of this sub-
section or this section, an unused or underuti-
lized commercial property may be considered an
eligible project under this subsection, except
that the Secretary may not provide grants
under this section for more than three such
properties. For any such projects, any reference
under this section to dwelling units shall be con-
sidered to refer to the premises of such prop-
erties.

(c) Applications
Applications for grants under this section

shall be submitted to the Secretary in accord-
ance with such procedures as the Secretary shall
establish. Such applications shall contain—
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(1) a description of the substantial capital
repairs or the proposed conversion activities
for which a grant under this section is re-
quested;

(2) the amount of the grant requested to
complete the substantial capital repairs or
conversion activities;

(3) a description of the resources that are ex-
pected to be made available, if any, in con-
junction with the grant under this section;
and

(4) such other information or certifications
that the Secretary determines to be necessary
or appropriate.

(d) Funding for services
The Secretary may not make a grant under

this section for conversion activities unless the
application contains sufficient evidence, in the
determination of the Secretary, of firm commit-
ments for the funding of services to be provided
in the assisted living facility, which may be pro-
vided by third parties.
(e) Selection criteria

The Secretary shall select applications for
grants under this section based upon selection
criteria, which shall be established by the Sec-
retary and shall include—

(1) in the case of a grant for substantial cap-
ital repairs, the extent to which the project to
be repaired is in need of such repair, including
such factors as the age of improvements to be
repaired, and the impact on the health and
safety of residents of failure to make such re-
pairs;

(2) in the case of a grant for conversion ac-
tivities, the extent to which the conversion is
likely to provide assisted living facilities that
are needed or are expected to be needed by the
categories of elderly persons that the assisted
living facility is intended to serve, with a spe-
cial emphasis on very low-income elderly per-
sons who need assistance with activities of
daily living;

(3) the inability of the applicant to fund the
repairs or conversion activities from existing
financial resources, as evidenced by the appli-
cant’s financial records, including assets in
the applicant’s residual receipts account and
reserves for replacement account;

(4) the extent to which the applicant has evi-
denced community support for the repairs or
conversion, by such indicators as letters of
support from the local community for the re-
pairs or conversion and financial contribu-
tions from public and private sources;

(5) in the case of a grant for conversion ac-
tivities, the extent to which the applicant
demonstrates a strong commitment to pro-
moting the autonomy and independence of the
elderly persons that the assisted living facility
is intended to serve;

(6) in the case of a grant for conversion ac-
tivities, the quality, completeness, and mana-
gerial capability of providing the services
which the assisted living facility intends to
provide to elderly residents, especially in such
areas as meals, 24-hour staffing, and on-site
health care; and

(7) such other criteria as the Secretary de-
termines to be appropriate to ensure that

funds made available under this section are
used effectively.

(f) Section 8 project-based assistance
(1) Eligibility

Notwithstanding any other provision of law,
a multifamily project which includes one or
more dwelling units that have been converted
to assisted living facilities using grants made
under this section shall be eligible for project-
based assistance under section 8 of the United
States Housing Act of 1937 [42 U.S.C. 1437f], in
the same manner in which the project would
be eligible for such assistance but for the as-
sisted living facilities in the project.
(2) Calculation of rent

For assistance pursuant to this subsection,
the maximum monthly rent of a dwelling unit
that is an assisted living facility with respect
to which assistance payments are made shall
not include charges attributable to services
relating to assisted living.

(g) Definitions
For the purposes of this section—

(1) the term ‘‘assisted living facility’’ has
the meaning given such term in section
1715w(b) of this title; and

(2) the definitions in section 1701q(k) of this
title shall apply.

(h) Authorization of appropriations
There is authorized to be appropriated for pro-

viding grants under this section such sums as
may be necessary for fiscal year 2000.

(Pub. L. 86–372, title II, § 202b, as added and
amended Pub. L. 106–74, title V, §§ 522, 523(b),
Oct. 20, 1999, 113 Stat. 1103, 1105.)

CODIFICATION

Section was enacted as part of the Housing Act of
1959, and not as part of the National Housing Act which
comprises this chapter.

AMENDMENTS

1999—Subsecs. (f) to (h). Pub. L. 106–74 added subsec.
(f) and redesignated former subsecs. (f) and (g) as (g)
and (h), respectively.

§ 1701r. Congressional findings respecting hous-
ing for senior citizens

The Congress finds that there is a large and
growing need for suitable housing for older peo-
ple both in urban and rural areas. Our older citi-
zens face special problems in meeting their
housing needs because of the prevalence of mod-
est and limited incomes among the elderly, their
difficulty in obtaining liberal long-term home
mortgage credit, and their need for housing
planned and designed to include features nec-
essary to the safety and convenience of the oc-
cupants in a suitable neighborhood environ-
ment. The Congress further finds that the
present programs for housing the elderly under
the Department of Housing and Urban Develop-
ment have proven the value of Federal credit as-
sistance in this field and at the same time dem-
onstrated the urgent need for an expanded and
more comprehensive effort to meet our respon-
sibilities to our senior citizens.

(Pub. L. 87–723, § 2, Sept. 28, 1962, 76 Stat. 670;
Pub. L. 90–19, § 19, May 25, 1967, 81 Stat. 25.)
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1 See References in Text note below.

CODIFICATION

Section was enacted as part of the Senior Citizens
Housing Act of 1962, and not as part of the National
Housing Act which comprises this chapter.

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Department of Hous-
ing and Urban Development’’ for ‘‘Housing and Home
Finance Agency’’ in second sentence.

§ 1701r�1. Pet ownership in assisted rental hous-
ing for the elderly or handicapped

(a) Restrictions on ownership
No owner or manager of any federally assisted

rental housing for the elderly or handicapped
may—

(1) as a condition of tenancy or otherwise,
prohibit or prevent any tenant in such housing
from owning common household pets or hav-
ing common household pets living in the
dwelling accommodations of such tenant in
such housing; or

(2) restrict or discriminate against any per-
son in connection with admission to, or con-
tinued occupancy of, such housing by reason of
the ownership of such pets by, or the presence
of such pets in the dwelling accommodations
of, such person.

(b) Rules and regulations
(1) Not later than the expiration of the twelve-

month period following November 30, 1983, the
Secretary of Housing and Urban Development
and the Secretary of Agriculture shall each
issue such regulations as may be necessary to
ensure (A) compliance with the provisions of
subsection (a) of this section with respect to any
program of assistance referred to in subsection
(d) of this section that is administered by such
Secretary; and (B) attaining the goal of provid-
ing decent, safe, and sanitary housing for the el-
derly or handicapped.

(2) Such regulations shall establish guidelines
under which the owner or manager of any feder-
ally assisted rental housing for the elderly or
handicapped (A) may prescribe reasonable rules
for the keeping of pets by tenants in such hous-
ing; and (B) shall consult with the tenants of
such housing in prescribing such rules. Such
rules may consider factors such as density of
tenants, pet size, types of pets, potential finan-
cial obligations of tenants, and standards of pet
care.
(c) Removal of pets constituting a nuisance

Nothing in this section may be construed to
prohibit any owner or manager of federally as-
sisted rental housing for the elderly or handi-
capped, or any local housing authority or other
appropriate authority of the community where
such housing is located, from requiring the re-
moval from any such housing of any pet whose
conduct or condition is duly determined to con-
stitute a nuisance or a threat to the health or
safety of the other occupants of such housing or
of other persons in the community where such
housing is located.
(d) ��Federally assisted rental housing for the el-

derly or handicapped�� defined
For purposes of this section, the term ‘‘feder-

ally assisted rental housing for the elderly or

handicapped’’ means any rental housing project
that—

(1) is assisted under section 1701q of this
title; or

(2) is assisted under the United States Hous-
ing Act of 1937 [42 U.S.C. 1435 et seq.], the Na-
tional Housing Act [12 U.S.C. 1701 et seq.], or
title V of the Housing Act of 1949 [42 U.S.C.
1471 et seq.], and is designated for occupancy
by elderly or handicapped families, as such
term is defined in section 1701q(d)(4) 1 of this
title.

(Pub. L. 98–181, title II, § 227, Nov. 30, 1983, 97
Stat. 1195.)

REFERENCES IN TEXT

The United States Housing Act of 1937, referred to in
subsec. (d)(2), is act Sept. 1, 1937, ch. 896, as revised gen-
erally by Pub. L. 93–383, title II, Aug. 22, 1974, 88 Stat.
653, which is classified generally to chapter 8 (§ 1437 et
seq.) of Title 42, The Public Health and Welfare. For
complete classification of this Act to the Code, see
Short Title note set out under section 1437 of Title 42
and Tables.

The National Housing Act, referred to in subsec.
(d)(2), is act June 27, 1934, ch. 847, 48 Stat. 1246, as
amended, which is classified principally to this chapter
(§ 1701 et seq.). For complete classification of this Act
to the Code, see section 1701 of this title and Tables.

The Housing Act of 1949, referred to in subsec. (d)(2),
is act July 15, 1949, ch. 338, 63 Stat. 413, as amended.
Title V of the Housing Act of 1949 is classified generally
to subchapter III (§ 1471 et seq.) of chapter 8A of Title
42, The Public Health and Welfare. For complete classi-
fication of this Act to the Code, see Short Title note
set out under section 1441 of Title 42 and Tables.

Section 1701q of this title, referred to in subsec. (d)(2),
was amended generally by Pub. L. 101–625, title VIII,
§ 801(a), Nov. 28, 1990, 104 Stat. 4297, and, as so amended,
no longer contains a subsec. (d)(4) or a definition of the
term ‘‘elderly or handicapped families’’.

CODIFICATION

Section was enacted as part of the Housing and
Urban–Rural Recovery Act of 1983 and also as part of
the Domestic Housing and International Recovery and
Financial Stability Act, and not as part of the National
Housing Act which comprises this chapter.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 42 section 1437z–3.

§ 1701s. Rent supplement payments for qualified
lower income families

(a) Authorization; maximum term; maximum ag-
gregate amount

The Secretary of Housing and Urban Develop-
ment (hereinafter referred to as the ‘‘Sec-
retary’’) is authorized to make, and contract to
make, annual payments to a ‘‘housing owner’’
on behalf of ‘‘qualified tenants’’, as those terms
are defined herein, in such amounts and under
such circumstances as are prescribed in or pur-
suant to this section. In no case shall a contract
provide for such payments with respect to any
housing for a period exceeding forty years. The
aggregate amount of the contracts to make such
payments shall not exceed amounts approved in
appropriation Acts, and payments pursuant to
such contracts shall not exceed $150,000,000 per
annum prior to July 1, 1969, which maximum



Page 482TITLE 12—BANKS AND BANKING§ 1701s

dollar amount shall be increased by $40,000,000,
on July 1, 1969, by $100,000,000 on July 1, 1970, and
by $40,000,000 on July 1, 1971.
(b) ��Housing owner�� defined; limitation on pay-

ments to housing owner
As used in this section, the term ‘‘housing

owner’’ means a private nonprofit corporation
or other private nonprofit legal entity, a limited
dividend corporation or other limited dividend
legal entity, or a cooperative housing corpora-
tion, which is a mortgagor under section
221(d)(3) of the National Housing Act [12 U.S.C.
1715l(d)(3)] and which, after August 10, 1965, has
been approved for mortgage insurance there-
under and has been approved for receiving the
benefits of this section: Provided, That, except as
provided in subsection (j) of this section, no pay-
ments under this section may be made with re-
spect to any property financed with a mortgage
receiving the benefits of the interest rate pro-
vided for in the proviso in section 221(d)(5) of
that Act [12 U.S.C. 1715l(d)(5)]. Such term also
includes a private nonprofit corporation or
other private nonprofit legal entity, a limited
dividend corporation or other limited dividend
legal entity, or a cooperative housing corpora-
tion, which is the owner of a rental or coopera-
tive housing project financed under a State or
local program providing assistance through
loans, loan insurance, or tax abatement and
which may involve either new or existing con-
struction and which is approved for receiving
the benefits of this section. Subject to the limi-
tations provided in subsection (j) of this section,
the term ‘‘housing owner’’ also has the meaning
prescribed in such subsection. Nothing in this
section shall be construed as preventing pay-
ments to a housing owner with respect to
projects in which all or part of the dwelling
units do not contain kitchen facilities; but of
the total amount of contracts to make annual
payments approved in appropriation Acts pursu-
ant to subsection (a) of this section after De-
cember 31, 1970, not more than 10 per centum in
the aggregate shall be made with respect to such
projects.
(c) Definitions

As used in this section, the term—
(1) ‘‘qualified tenant’’ means any individual

or family having an income which would qual-
ify such individual or family for assistance
under section 1437f of title 42, except that such
term shall also include any individual or fam-
ily who was receiving assistance under this
section on the day preceding December 21,
1979, so long as such individual or family con-
tinues to meet the conditions for such assist-
ance which were in effect on such day; and

(2) ‘‘income’’ means income from all sources
of each member of the household, as deter-
mined in accordance with criteria prescribed
by the Secretary. In determining amounts to
be excluded from income, the Secretary may,
in the Secretary’s discretion, take into ac-
count the number of minor children in the
household and such other factors as the Sec-
retary may determine are appropriate.

The terms ‘‘qualified tenant’’ and ‘‘tenant’’ in-
clude a member of a cooperative who satisfies

the foregoing requirements and who, upon resale
of his membership to the cooperative, will not
be reimbursed for any equity increment accumu-
lated through payments under this section. With
respect to members of a cooperative, the terms
‘‘rental’’ and ‘‘rental charges’’ mean the charges
under the occupancy agreements between such
members and the cooperative.

(d) Annual payment amount
The amount of the annual payment with re-

spect to any dwelling unit shall be the lesser of
(1) 70 per centum of the fair market rent, or (2)
the amount by which the fair market rental for
such unit exceeds 30 per centum of the tenant’s
adjusted income.

(e) Criteria and procedure for determining eligi-
bility and rental charges; recertification of
income; agreements for services required in
selection of tenants; delegation of authority
to issue certificates

(1) For purposes of carrying out the provisions
of this section, the Secretary shall establish cri-
teria and procedures for determining the eligi-
bility of occupants and rental charges, including
criteria and procedures with respect to periodic
review of tenant incomes and periodic adjust-
ment of rental charges.

(2) Procedures adopted by the Secretary here-
under shall provide for recertifications of the in-
comes of occupants no less frequently than an-
nually for the purpose of adjusting rental
charges and annual payments on the basis of oc-
cupants’ incomes, but in no event shall rental
charges adjusted under this section for any
dwelling exceed the fair market rental of the
dwelling.

(3) The Secretary may enter into agreements,
or authorize housing owners to enter into agree-
ments, with public or private agencies for serv-
ices required in the selection of qualified ten-
ants, including those who may be approved, on
the basis of the probability of future increases
in their incomes, as lessees under an option to
purchase (which will give such approved quali-
fied tenants an exclusive right to purchase at a
price established or determined as provided in
the option) dwellings, and in the establishment
of rentals. The Secretary is authorized (without
limiting his authority under any other provision
of law) to delegate to any such public or private
agency his authority to issue certificates pursu-
ant to this subsection.

(4) No payments under this section may be
made with respect to any property for which the
costs of operation (including wages and salaries)
are determined by the Secretary to be greater
than similar costs of operation of similar hous-
ing in the community where the property is sit-
uated.

(f) Omitted

(g) Authority of Secretary
The Secretary is authorized to make such

rules and regulations, to enter into such agree-
ments, and to adopt such procedures as he may
deem necessary or desirable to carry out the
provisions of this section. Nothing contained in
this section shall affect the authority of the
Secretary of Housing and Urban Development
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with respect to any housing assisted under this
section, section 221(d)(3), section 231(c)(3), or sec-
tion 236 of the National Housing Act [12 U.S.C.
1715l(d)(3), 1715v(c)(3), 1715z–1], or section 1701q of
this title, including the authority to prescribe
occupancy requirements under other provisions
of law or to determine the portion of such hous-
ing which may be occupied by qualified tenants.
To ensure that qualified tenants occupying that
number of units with respect to which assist-
ance was being provided under this section im-
mediately prior to November 30, 1983, receive the
benefit of assistance contracted for under this
section, the Secretary shall offer annually to
amend contracts entered into with owners of
projects assisted under this section but not sub-
ject to mortgages insured under title II of the
National Housing Act [12 U.S.C. 1707 et seq.] to
provide sufficient payments to cover 100 percent
of the necessary rent increases and changes in
the incomes of qualified tenants, subject to the
availability of authority for such purpose under
section 1437c(c) of title 42. The Secretary shall
take such actions as may be necessary to ensure
that payments, including payments that reflect
necessary rent increases and changes in the in-
comes of tenants, are made on a timely basis for
all units covered by contracts entered into
under this section.
(h) Authorization of appropriations

There are authorized to be appropriated such
sums as may be necessary to carry out the pro-
visions of this section, including, but not lim-
ited to, such sums as may be necessary to make
annual payments as prescribed in this section,
pay for services provided under (or pursuant to
agreements entered into under) subsection (e) of
this section, and provide administrative ex-
penses.
(i) Omitted

(j) Additional definition of housing owner; re-
strictions on payments

(1) For the purpose of assisting housing under
this section on an experimental basis, subject to
the limitations of this subsection, the term
‘‘housing owner’’ (in addition to the meaning
prescribed in subsection (b) of this section) in-
cludes—

(A) a private nonprofit corporation or other
private nonprofit legal entity, a limited divi-
dend corporation or other limited dividend
legal entity, or a cooperative housing corpora-
tion, which is a mortgagor under a mortgage
which receives the benefits of the interest rate
provided for in the proviso in section 221(d)(5)
of the National Housing Act [12 U.S.C.
1715l(d)(5)] and which, after August 10, 1965,
has been approved for mortgage insurance
under section 221(d)(3) of the National Housing
Act and has been approved for receiving the
benefits of this section;

(B) a private nonprofit corporation or other
private nonprofit legal entity which is a mort-
gagor under a mortgage insured under section
231(c)(3) of the National Housing Act [12 U.S.C.
1715v(c)(3)] and which, after August 10, 1965,
has obtained final endorsement of such mort-
gage for mortgage insurance and has been ap-
proved for receiving the benefits of this sec-
tion;

(C) a private nonprofit corporation, a public
body or agency, or a cooperative housing cor-
poration, which is a borrower under section
1701q of this title and has been approved for re-
ceiving the benefits of this section: Provided,
That, with respect to properties financed with
loans under such section made on or before
August 10, 1965, payments shall not be made
with respect to more than 20 per centum of the
dwelling units in any property so financed;
and

(D) a private nonprofit corporation or other
private nonprofit legal entity, a limited divi-
dend corporation or other limited dividend
legal entity, or a cooperative housing corpora-
tion, which is assisted under section 236 of the
National Housing Act [12 U.S.C. 1715z–1] and
which has been approved for receiving the ben-
efits of this section: Provided, That payments
shall not be made with respect to more than 20
per centum of the dwelling units in any prop-
erty so financed, except that the foregoing
limitation may be increased to 40 per centum
of the dwelling units in any such property if
the Secretary determines that such increase is
necessary and desirable in order to provide ad-
ditional housing for individuals and families
meeting the requirements of subsection (c) of
this section.

(2) Of the amounts approved in appropriation
Acts pursuant to subsection (a) of this section
for payments under this section in any year, not
more than 5 per centum in the aggregate shall
be paid with respect to properties of housing
owners as defined in paragraph (1)(A) of this sub-
section, and not more than 5 per centum in the
aggregate shall be paid with respect to prop-
erties of housing owners as defined in para-
graphs (1)(B) and (1)(C) of this subsection.

(k) Repealed. Pub. L. 105�276, title V, § 514(d),
Oct. 21, 1998, 112 Stat. 2548

(l) Additional available assistance authority

Notwithstanding the provisions of subsection
(a) of this section and any other provision of
law, the Secretary may utilize additional au-
thority under section 1437c(c) of title 42 made
available by appropriation Acts on or after Oc-
tober 1, 1979, to supplement assistance authority
available under this section. The Secretary shall
utilize, to the extent necessary after September
30, 1984, any authority under this section that is
recaptured either as the result of the conversion
of housing projects covered by assistance under
this section to contracts for assistance under
section 1437f of title 42 or otherwise (1) for the
purpose of making assistance payments, includ-
ing amendments as provided in subsection (g) of
this section, with respect to housing projects as-
sisted under this section, but not subject to
mortgages insured under the National Housing
Act [12 U.S.C. 1701 et seq.], that remain covered
by assistance under this section; and (2) if not
required to provide assistance under this sec-
tion, and notwithstanding any other provision of
law, for the purpose of contracting for assist-
ance payments under section 236(f)(2) of the Na-
tional Housing Act [12 U.S.C. 1715z–1(f)(2)].
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(m) Payments for benefit of certain projects hav-
ing mortgages made by State or local hous-
ing finance or government agencies

The Secretary shall, not later than 45 days
after receipt of an application by the mortgagee,
provide interest reduction and rental assistance
payments for the benefit of projects assisted
under this section whose mortgages were made
by State or local housing finance agencies or
State or local government agencies for a term
equal to the remaining mortgage term to matu-
rity on projects assisted under this section to
the extent of—

(1) unexpended balances of amounts of au-
thority as set forth in certain letter agree-
ments between the Department of Housing and
Urban Development and such State or local
housing finance agencies or State or local gov-
ernment agencies, and

(2) existing allocation under section 236 con-
tracts on projects whose mortgages were made
by State or local housing finance agencies or
State or local government agencies which are
not being funded, to the extent of such excess
allocation, for any purposes permitted under
the provisions of this section.

An application shall be eligible for assistance
under the previous sentence only if the mortga-
gee submits the application within 548 days
after February 5, 1988, along with a certification
of the mortgagee that amounts are to be utilized
hereunder for the purpose of either (A) reducing
rents or rent increases to tenants, or (B) making
repairs or otherwise increasing the economic vi-
ability of a related project. Unexpended balances
referred to in the first sentence of this sub-
section which remain after disposition of all
such applications is favorably concluded shall be
rescinded. The authority conferred by this sub-
section to provide interest reduction and rental
assistance payments shall be available only to
the extent approved in appropriation Acts.

(Pub. L. 89–117, title I, § 101, Aug. 10, 1965, 79
Stat. 451; Pub. L. 90–19, § 22(a), (c), May 25, 1967,
81 Stat. 26; Pub. L. 90–448, title II, §§ 201(e), 202,
title XI, § 1106(b), Aug. 1, 1968, 82 Stat. 502, 503,
567; Pub. L. 91–152, title I, § 112, Dec. 24, 1969, 83
Stat. 383; Pub. L. 91–609, title I, §§ 103, 114[115](c),
118(b), 120(a), (b), Dec. 31, 1970, 84 Stat. 1771, 1774,
1775; Pub. L. 96–153, title II, § 203(a), Dec. 21, 1979,
93 Stat. 1106; Pub. L. 96–399, Oct. 8, 1980, title II,
§ 205, 94 Stat. 1630; Pub. L. 97–35, title III,
§§ 322(g), 327, Aug. 13, 1981, 95 Stat. 403, 407; Pub.
L. 98–181, title II, §§ 203(b)(3), 219, Nov. 30, 1983, 97
Stat. 1178, 1187; Pub. L. 98–479, title I, § 102(d),
title II, § 204(e), Oct. 17, 1984, 98 Stat. 2222, 2233;
Pub. L. 100–242, title I, §§ 167(a)(2), 168, 170(h),
title IV, § 430(b), Feb. 5, 1988, 101 Stat. 1864, 1867,
1920; Pub. L. 104–99, title IV, § 402(d)(5), Jan. 26,
1996, 110 Stat. 42; Pub. L. 105–276, title V, § 514(d),
Oct. 21, 1998, 112 Stat. 2548.)

REFERENCES IN TEXT

The National Housing Act, referred to in subsecs. (g)
and (l), is act June 27, 1934, ch. 847, 48 Stat. 1246, as
amended which is classified principally to this chapter
(§ 1701 et seq.). Title II of the National Housing Act is
classified generally to subchapter II (§ 1707 et seq.) of
this chapter. For complete classification of this Act to
the Code, see section 1701 of this title and Tables.

Section 236 contracts, referred to in subsec. (m)(2),
refer to contracts under section 1715z–1 of this title.

CODIFICATION

Subsecs. (f) and (i) of this section amended sections
1451(c) and 1465(c)(2) of Title 42, The Public Health and
Welfare.

Section was enacted as part of the Housing and Urban
Development Act of 1965, and not as part of the Na-
tional Housing Act which comprises this chapter.

AMENDMENTS

1998—Subsec. (k). Pub. L. 105–276, which directed the
repeal of subsec. (k) of section 1010 of Pub. L. 89–117,
was executed by striking out subsec. (k) of this section,
to reflect the probable intent of Congress. For text, see
1996 Amendment note below.

1996—Subsec. (k). Pub. L. 104–99 temporarily sub-
stituted ‘‘[Reserved.]’’ for the text of subsec. (k), which
read as follows: ‘‘In selecting individuals or families to
be assisted under this section in accordance with the
eligibility criteria and procedures established under
subsection (e)(1) of this section, the project owner shall
give preference to individuals or families who are occu-
pying substandard housing, are paying more than 50
percent of family income for rent, or are involuntarily
displaced at the time they are seeking housing assist-
ance under this section.’’ See Effective and Termi-
nation Dates of 1996 Amendment note below.

1988—Subsec. (e)(1). Pub. L. 100–242, § 168(1), struck out
provisions authorizing the Secretary to issue, upon the
request of a housing owner, certificates of facts con-
cerning individuals and families applying for admission
to, or residing in, dwellings of such owner.

Subsec. (g). Pub. L. 100–242, § 167(a)(2), substituted
‘‘100 percent’’ for ‘‘90 per centum’’.

Subsec. (j)(1)(D). Pub. L. 100–242, § 170(h), made
amendment identical to Pub. L. 98–479, § 204(e). See 1984
Amendment note below.

Subsec. (k). Pub. L. 100–242, § 168(2), amended subsec.
(k) generally. Prior to amendment, subsec. (k) read as
follows: ‘‘In making assistance available under this sec-
tion, the Secretary shall give priority to individuals or
families who are occupying substandard housing or are
involuntarily displaced at the time they are seeking
housing assistance under this section.’’

Subsec. (m). Pub. L. 100–242, § 430(b), added subsec.
(m).

1984—Subsec. (g). Pub. L. 98–479, § 102(d), struck out
‘‘up to’’ before ‘‘90 per centum’’ in next to last sen-
tence.

Subsec. (j)(1)(D). Pub. L. 98–479, § 204(e), substituted
‘‘dividend’’ for ‘‘divided’’ before ‘‘legal entity’’.

1983—Subsec. (e)(1)(B). Pub. L. 98–181, § 203(b)(3), in-
serted ‘‘, was paying more than 50 per centum of family
income for rent,’’.

Subsec. (g). Pub. L. 98–181, § 219(a), inserted provision
relating to the offer annually to amend contracts to en-
sure that qualified tenants receive the benefit of assist-
ance contracted for under this section.

Subsec. (l). Pub. L. 98–181, § 219(b), inserted provision
relating to the utilization by the Secretary of any au-
thority under this section that is recaptured.

1981—Subsec. (c)(2). Pub. L. 97–35, § 322(g)(1), sub-
stituted provisions defining ‘‘income’’ as income from
all sources of each member and criteria for exclusions,
for provisions defining ‘‘income’’ as determined under
section 1437f of title 42.

Subsec. (d). Pub. L. 97–35, §§ 322(g)(2), 327(b), sub-
stituted provisions relating to determination of annual
payment amount, for provisions relating to determina-
tion of maximum amount of annual payment.

Subsec. (e)(2). Pub. L. 97–35, § 322(g)(3), substituted
provisions relating to annual recertifications, for pro-
visions relating to the elderly and recertifications at
intervals of two years or shorter.

Subsec. (l). Pub. L. 97–35, § 327(a), substituted provi-
sions relating to additional available assistance au-
thority, for provisions relating to amendment of con-
tracts.

1980—Subsec. (l). Pub. L. 96–399 substituted ‘‘shall,
not later than 4 years after October 8, 1980,’’ for ‘‘may’’
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in first sentence; inserted second sentence relating to
amending of contracts; and substituted ‘‘the first sen-
tence of this paragraph’’ for ‘‘preceding’’ in last sen-
tence.

1979—Subsec. (c). Pub. L. 96–153, § 203(a)(l), revised def-
inition of ‘‘qualified tenant’’ and inserted definition of
‘‘income’’.

Subsec. (d). Pub. L. 96–153, § 203(a)(2), struck out pro-
visions that in determining the income of tenants, an
amount equal to $300 for each minor person shall be de-
ducted and that the earnings of minor persons shall not
be included in the income of the tenant, and inserted
provisions relating to the determination of amount of
payments under contracts amended pursuant to subsec.
(j) of this section by reference to section 1437f of title
42.

Subsec. (e)(1)(B). Pub. L. 96–153, § 203(a)(3), substituted
‘‘occupying substandard housing or was involuntarily
displaced at the time it was seeking assistance under
this section’’ for ‘‘displaced by governmental action, is
elderly, is physically handicapped, or is (or was) occu-
pying substandard housing or housing extensively dam-
aged or destroyed as the result of a natural disaster’’.

Subsecs. (k), (l). Pub. L. 96–153, § 203(a)(4), added sub-
secs. (k) and (l).

1970—Subsec. (a). Pub. L. 91–609, § 103, increased maxi-
mum amount of payments by $40,000,000 on July 1, 1971.

Subsec. (b). Pub. L. 91–609, §§ 114[115](c), 118(b), au-
thorized payments to housing owners with respect to
projects with dwelling units without kitchen facilities
and provided for percentage limitation on payments to
housing owner, and substituted ‘‘which may involve ei-
ther new or existing construction and which’’ for
‘‘which prior to completion of construction or rehabili-
tation’’ before ‘‘is approved’’, respectively.

Subsec. (c)(2)(F). Pub. L. 91–609, § 120(a), added par.
(F).

Subsec. (e)(1)(B). Pub. L. 91–609, § 120(b), provided for
issuance of certificates with respect to whether the in-
dividual or family is a member of the Armed Forces of
the United States serving on active duty.

1969—Subsec. (j)(1)(D). Pub. L. 91–152 inserted excep-
tion which authorized the Secretary to increase pay-
ments to 40 per centum of the dwelling units under the
specified conditions.

1968—Subsec. (a). Pub. L. 90–448, § 202(a), increased
maximum amount of payments by $40,000,000 on July 1,
1969, and by $100,000,000 on July 1, 1970.

Subsec. (b). Pub. L. 90–448, § 202(b), included within
definition of ‘‘housing owner’’ a private nonprofit cor-
poration or other private nonprofit legal entity, a lim-
ited dividend corporation or other limited dividended
legal entity, or a cooperative housing corporation,
which is the owner of a rental or cooperative housing
project financed under a State or local program.

Subsec. (c)(2)(E). Pub. L. 90–448, § 1106(b), substituted
‘‘affected by a disaster’’ for ‘‘affected by a natural dis-
aster’’.

Subsec. (d). Pub. L. 90–448, § 201(e)(1), inserted provi-
sions authorizing, in determining the income of any
tenant, a deduction of an amount equal to $300 for each
minor person who is a member of the immediate family
of the tenant and living with the tenant, and directing
that the earnings of any such minor shall not be in-
cluded in the income of such tenant.

Subsec. (g). Pub. L. 90–448, § 201(e)(2), inserted ref-
erence to section 1715z–1 of this title.

Subsec. (j)(1)(D). Pub. L. 90–448, § 201(e)(3), inserted
subpar. (D).

1967—Pub. L. 90–19, § 22(a), substituted ‘‘Secretary’’
for ‘‘Administrator’’ wherever appearing in subsecs. (c),
(d), (e), and (g).

Subsec. (a). Pub. L. 90–19, § 22(c)(1), substituted ‘‘Sec-
retary of Housing and Urban Development (hereinafter
referred to as the ‘Secretary’)’’ for ‘‘Housing and Home
Finance Administrator (hereinafter referred to as the
‘Administrator’)’’.

Subsec. (g). Pub. L. 90–19, § 22(c)(2), consolidated in
the Secretary of Housing and Urban Development the
authorities of the Federal Housing Commissioner and

the Housing and Home Finance Administrator with re-
spect to housing assisted under sections 1715l(d)(3) and
1715v(c)(3), and section 1701q of this title, respectively.

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105–276, title V, § 514(g), Oct. 21, 1998, 112 Stat.
2549, provided that: ‘‘This section [amending this sec-
tion, sections 1701z–11 and 4116 of this title, and sec-
tions 1437d, 1437f, 12899d, and 13615 of Title 42, The Pub-
lic Health and Welfare, enacting provisions set out as
notes under sections 1437a and 1437f of Title 42, and re-
pealing provisions set out as notes under sections 1437d
and 1437f of Title 42] shall take effect on, and the
amendments made by this section are made on, and
shall apply beginning upon, the date of the enactment
of this Act [Oct. 21, 1998].’’

EFFECTIVE AND TERMINATION DATES OF 1996
AMENDMENT

Amendment by Pub. L. 104–99 effective Jan. 26, 1996,
and only for fiscal years 1996, 1997, and 1998, and to
cease to be effective Oct. 21, 1998, see section 402(f) of
Pub. L. 104–99, as amended, and section 514(f) of Pub. L.
105–276, set out as notes under section 1437a of Title 42,
The Public Health and Welfare.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

EFFECTIVE DATE OF 1979 AMENDMENT

Section 203(c) of Pub. L. 96–153 providing for the effec-
tive date of amendment of this section and section
1715z–1 of this title as Dec. 21, 1979, and setting forth
maximum applicable tenant contribution, was repealed
by Pub. L. 97–35, title III, §§ 322(h)(2), 371, Aug. 13, 1981,
95 Stat. 404, 431, eff. Oct. 1, 1981.

LIMITATION ON WITHHOLDING OR CONDITIONING OF
ASSISTANCE

Assistance provided for in Housing and Community
Development Act of 1974, National Housing Act, United
States Housing Act of 1937, Housing Act of 1949, Dem-
onstration Cities and Metropolitan Development Act of
1966, and Housing and Urban Development Acts of 1965,
1968, 1969, and 1970 [see Short Title note set out under
section 1701 of this title], not to be withheld or made
subject to conditions by reason of tax-exempt status of
obligations issued or to be issued for financing of as-
sistance, except as otherwise provided by law, see sec-
tion 817 of Pub. L. 93–383, set out as a note under sec-
tion 5301 of Title 42, The Public Health and Welfare.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1701z–11, 1715l,
1715z, 1715z–1a, 1715z–6, 4119 of this title; title 26 section
32; title 31 section 1305; title 42 sections 1382a, 1436a,
1436b, 1437n, 1439, 11905.

§ 1701t. Congressional affirmation of national
goal of decent homes and suitable living en-
vironment for American families

The Congress affirms the national goal, as set
forth in section 1441 of title 42, of ‘‘a decent
home and a suitable living environment for
every American family’’.

The Congress finds that this goal has not been
fully realized for many of the Nation’s lower in-
come families; that this is a matter of grave na-
tional concern; and that there exist in the pub-
lic and private sectors of the economy the re-
sources and capabilities necessary to the full re-
alization of this goal.

The Congress declares that in the administra-
tion of those housing programs authorized by
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1 See References in Text note below.

this Act which are designed to assist families
with incomes so low that they could not other-
wise decently house themselves, and of other
Government programs designed to assist in the
provision of housing for such families, the high-
est priority and emphasis should be given to
meeting the housing needs of those families for
which the national goal has not become a re-
ality; and in the carrying out of such programs
there should be the fullest practicable utiliza-
tion of the resources and capabilities of private
enterprise and of individual self-help techniques.

(Pub. L. 90–448, § 2, Aug. 1, 1968, 82 Stat. 476.)

REFERENCES IN TEXT

This Act, referred to in text, is Pub. L. 90–448, Aug.
1, 1968, 82 Stat. 476, as amended, known as the Housing
and Urban Development Act of 1968. For complete clas-
sification of this Act to the Code, see Short Title of
1968 Amendments note set out under section 1701 of this
title and Tables.

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1968, and not as part of the Na-
tional Housing Act which comprises this chapter.

LIMITATION ON WITHHOLDING OR CONDITIONING OF
ASSISTANCE

Assistance provided for in Housing and Community
Development Act of 1974, National Housing Act, United
States Housing Act of 1937, Housing Act of 1949, Dem-
onstration Cities and Metropolitan Development Act of
1966, and Housing and Urban Development Acts of 1965,
1968, [see Short Title notes set out under section 1701 of
this title], 1969, and 1970 not to be withheld or made
subject to conditions by reason of tax-exempt status of
obligations issued or to be issued for financing of as-
sistance, except as otherwise provided by law, see sec-
tion 817 of Pub. L. 93–383, set out as a note under sec-
tion 5301 of Title 42, The Public Health and Welfare.

NATIONAL ADVISORY COMMISSION ON LOW INCOME
HOUSING

Section 110 of Pub. L. 90–448 established the National
Advisory Commission on Low Income Housing; pro-
vided for the appointment of members and the filling of
vacancies; fixed the quorum number and the number
necessary to conduct hearings; provided that the Com-
mission study ways of bringing safe and sanitary hous-
ing to low income families, utilize services of private
research organizations, and coordinate its investiga-
tion with the Banking and Currency Committees of the
Senate and House; required that an interim report be
submitted by July 1, 1969 and a final report by July 1,
1970; authorized the Commission or a subcommittee to
hold hearings and to administer oaths and affirma-
tions; directed executive branch departments, agencies,
and instrumentalities to furnish information requested
by the Commission; empowered the chairman, without
regard to the provisions of Title 5, Government Organi-
zation and Employees, governing appointments in the
competitive service and relating to classification and
General Schedule pay rates, to appoint and pay person-
nel as he deemed necessary and to procure temporary
services, as is authorized by section 3109 of title 5, at
rates up to $50 a day for individuals; provided that
members appointed from the executive or legislative
branch serve without compensation in addition to that
received in their regular employment but be reim-
bursed for travel, subsistence, and necessary expenses
incurred while performing duties for the Commission
and that members other than those appointed from the
executive or legislative branches be paid $75 a day plus
travel, subsistence, and other necessary expenses while
acting as members of the Commission; and directed
that the Commission cease to exist 30 days after its
final report.

§ 1701u. Economic opportunities for low- and
very low-income persons

(a) Findings
The Congress finds that—

(1) Federal housing and community develop-
ment programs provide State and local gov-
ernments and other recipients of Federal fi-
nancial assistance with substantial funds for
projects and activities that produce signifi-
cant employment and other economic opportu-
nities;

(2) low- and very low-income persons, espe-
cially recipients of government assistance for
housing, often have restricted access to em-
ployment and other economic opportunities;

(3) the employment and other economic op-
portunities generated by projects and activi-
ties that receive Federal housing and commu-
nity development assistance offer an effective
means of empowering low- and very low-in-
come persons, particularly persons who are re-
cipients of government assistance for housing;
and

(4) prior Federal efforts to direct employ-
ment and other economic opportunities gen-
erated by Federal housing and community de-
velopment programs to low- and very low-in-
come persons have not been fully effective and
should be intensified.

(b) Policy
It is the policy of the Congress and the pur-

pose of this section to ensure that the employ-
ment and other economic opportunities gen-
erated by Federal financial assistance for hous-
ing and community development programs
shall, to the greatest extent feasible, be directed
toward low- and very low-income persons, par-
ticularly those who are recipients of govern-
ment assistance for housing.

(c) Employment
(1) Public and Indian housing program

(A) In general
The Secretary shall require that public

and Indian housing agencies, and their con-
tractors and subcontractors, make their best
efforts, consistent with existing Federal,
State, and local laws and regulations, to
give to low- and very low-income persons the
training and employment opportunities gen-
erated by development assistance provided
pursuant to section 1437c of title 42, operat-
ing assistance provided pursuant to section
1437g of title 42, and modernization grants
provided pursuant to section 1437l of title
42.1

(B) Priority
The efforts required under subparagraph

(A) shall be directed in the following order of
priority:

(i) To residents of the housing develop-
ments for which the assistance is ex-
pended.

(ii) To residents of other developments
managed by the public or Indian housing
agency that is expending the assistance.
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(iii) To participants in Youthbuild pro-
grams receiving assistance under subtitle
D of title IV of the Cranston-Gonzalez Na-
tional Affordable Housing Act [42 U.S.C.
12899 et seq.].

(iv) To other low- and very low-income
persons residing within the metropolitan
area (or nonmetropolitan county) in which
the assistance is expended.

(2) Other programs
(A) In general

In other programs that provide housing
and community development assistance, the
Secretary shall ensure that, to the greatest
extent feasible, and consistent with existing
Federal, State, and local laws and regula-
tions, opportunities for training and employ-
ment arising in connection with a housing
rehabilitation (including reduction and
abatement of lead-based paint hazards),
housing construction, or other public con-
struction project are given to low- and very
low-income persons residing within the met-
ropolitan area (or nonmetropolitan county)
in which the project is located.
(B) Priority

Where feasible, priority should be given to
low- and very low-income persons residing
within the service area of the project or the
neighborhood in which the project is located
and to participants in Youthbuild programs
receiving assistance under subtitle D of title
IV of the Cranston-Gonzalez National Af-
fordable Housing Act [42 U.S.C. 12899 et seq.].

(d) Contracting
(1) Public and Indian housing program

(A) In general
The Secretary shall require that public

and Indian housing agencies, and their con-
tractors and subcontractors, make their best
efforts, consistent with existing Federal,
State, and local laws and regulations, to
award contracts for work to be performed in
connection with development assistance pro-
vided pursuant to section 1437c of title 42,
operating assistance provided pursuant to
section 1437g of title 42, and modernization
grants provided pursuant to section 1437l of
title 42,1 to business concerns that provide
economic opportunities for low- and very
low-income persons.
(B) Priority

The efforts required under subparagraph
(A) shall be directed in the following order of
priority:

(i) To business concerns that provide
economic opportunities for residents of the
housing development for which the assist-
ance is provided.

(ii) To business concerns that provide
economic opportunities for residents of
other housing developments operated by
the public and Indian housing agency that
is providing the assistance.

(iii) To Youthbuild programs receiving
assistance under subtitle D of title IV of
the Cranston-Gonzalez National Affordable
Housing Act [42 U.S.C. 12899 et seq.].

(iv) To business concerns that provide
economic opportunities for low- and very
low-income persons residing within the
metropolitan area (or nonmetropolitan
county) in which the assistance is pro-
vided.

(2) Other programs
(A) In general

In providing housing and community de-
velopment assistance pursuant to other pro-
grams, the Secretary shall ensure that, to
the greatest extent feasible, and consistent
with existing Federal, State, and local laws
and regulations, contracts awarded for work
to be performed in connection with a hous-
ing rehabilitation (including reduction and
abatement of lead-based paint hazards),
housing construction, or other public con-
struction project are given to business con-
cerns that provide economic opportunities
for low- and very low-income persons resid-
ing within the metropolitan area (or non-
metropolitan county) in which the assist-
ance is expended.
(B) Priority

Where feasible, priority should be given to
business concerns which provide economic
opportunities for low- and very low-income
persons residing within the service area of
the project or the neighborhood in which the
project is located and to Youthbuild pro-
grams receiving assistance under subtitle D
of title IV of the Cranston-Gonzalez National
Affordable Housing Act [42 U.S.C. 12899 et
seq.].

(e) Definitions
For the purposes of this section the following

definitions shall apply:
(1) Low- and very low-income persons

The terms ‘‘low-income persons’’ and ‘‘very
low-income persons’’ have the same meanings
given the terms ‘‘low-income families’’ and
‘‘very low-income families’’, respectively, in
section 1437a(b)(2) of title 42.
(2) Business concern that provides economic

opportunities
The term ‘‘a business concern that provides

economic opportunities’’ means a business
concern that—

(A) provides economic opportunities for a
class of persons that has a majority control-
ling interest in the business;

(B) employs a substantial number of such
persons; or

(C) meets such other criteria as the Sec-
retary may establish.

(f) Coordination with other Federal agencies
The Secretary shall consult with the Sec-

retary of Labor, the Secretary of Health and
Human Services, the Secretary of Commerce,
the Administrator of the Small Business Admin-
istration, and such other Federal agencies as the
Secretary determines are necessary to carry out
this section.
(g) Regulations

Not later than 180 days after October 28, 1992,
the Secretary shall promulgate regulations to
implement this section.
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(Pub. L. 90–448, § 3, Aug. 1, 1968, 82 Stat. 476; Pub.
L. 91–152, title IV, § 404, Dec. 24, 1969, 83 Stat. 395;
Pub. L. 93–383, title I, § 118, Aug. 22, 1974, 88 Stat.
653; Pub. L. 96–399, title III, § 329, Oct. 8, 1980, 94
Stat. 1651; Pub. L. 102–550, title IX, § 915, Oct. 28,
1992, 106 Stat. 3878.)

REFERENCES IN TEXT

Section 1437l of title 42, referred to in subsecs.
(c)(1)(A) and (d)(1)(A), was repealed by Pub. L. 105–276,
title V, § 522(a), Oct. 21, 1998, 112 Stat. 2564.

The Cranston-Gonzalez National Affordable Housing
Act, referred to in subsecs. (c)(1)(B)(iii), (2)(B),
(d)(1)(B)(iii), (2)(B), is Pub. L. 101–625, Nov. 28, 1990, 104
Stat. 4079, as amended. Subtitle D of title IV of the Act
is classified generally to part C (§ 12899 et seq.) of sub-
chapter IV of chapter 130 of Title 42, The Public Health
and Welfare. For complete classification of this Act to
the Code, see Short Title note set out under section
12701 of Title 42 and Tables.

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1968, and not as part of the Na-
tional Housing Act which comprises this chapter.

October 28, 1992, referred to in subsec. (g), was in the
original ‘‘the date of enactment of the National Afford-
able Housing Act Amendments of 1992’’, and was trans-
lated as meaning the date of enactment of the Housing
and Community Development Act of 1992, Pub. L.
102–550, which amended this section generally, to re-
flect the probable intent of Congress.

AMENDMENTS

1992—Pub. L. 102–550 amended section generally. Prior
to amendment, section read as follows: ‘‘In the admin-
istration by the Secretary of Housing and Urban Devel-
opment of programs providing direct financial assist-
ance, including community development block grants
under title I of the Housing and Community Develop-
ment Act of 1974, in aid of housing, urban planning, de-
velopment, redevelopment, or renewal, public or com-
munity facilities, and new community development,
the Secretary shall—

‘‘(1) require, in consultation with the Secretary of
Labor, that to the greatest extent feasible opportuni-
ties for training and employment arising in connec-
tion with the planning and carrying out of any
project assisted under any such program be given to
lower income persons residing within the unit of local
government or the metropolitan area (or non-
metropolitan county), as determined by the Sec-
retary, in which the project is located; and

‘‘(2) require, in consultation with the Adminis-
trator of the Small Business Administration, that to
the greatest extent feasible contracts for work to be
performed in connection with any such project be
awarded to business concerns, including but not lim-
ited to individuals or firms doing business in the field
of planning, consulting, design, architecture, building
construction, rehabilitation, maintenance or repair,
which are located in or owned in substantial part by
persons residing in the same metropolitan area (or
nonmetropolitan county) as the project.’’
1980—Par. (1). Pub. L. 96–399, § 329(1), substituted ‘‘re-

siding within the unit of local government or the met-
ropolitan area (or nonmetropolitan county), as deter-
mined by the Secretary, in which the project is lo-
cated’’ for ‘‘residing in the area of such project’’.

Par. (2). Pub. L. 96–399, § 329(2), substituted ‘‘residing
in the same metropolitan area (or nonmetropolitan
county) as the project’’ for ‘‘residing in the area of such
project’’.

1974—Pub. L. 93–383 inserted reference to community
development block grants under title I of the Housing
and Community Development Act of 1974.

1969—Pub. L. 91–152 substituted provisions making ap-
plicable programs providing direct financial assistance

in aid of housing, urban planning, development, rede-
velopment, or renewal, public or community facilities,
and new community development, for provisions mak-
ing applicable programs authorized by sections
1715l(d)(3), 1715z, and 1715z–1 of this title, the low-rent
public housing program under the United States Hous-
ing Act of 1937, and the rent supplement program under
section 101 of the Housing and Urban Development Act
of 1965.

EFFECTIVENESS STUDY

Section 916 of Pub. L. 102–550 provided that:
‘‘(a) IN GENERAL.—The Secretary of Housing and

Urban Development shall submit to the Congress, not
later than 1 year after the date of the enactment of this
Act [Oct. 28, 1992], a report describing—

‘‘(1) the Secretary’s efforts to enforce section 3 of
the Housing and Urban Development Act of 1968 [12
U.S.C. 1701u];

‘‘(2) the barriers to full implementation of section
3 of the Housing and Urban Development Act of 1968;

‘‘(3) the anticipated costs and benefits of full imple-
mentation of section 3 of the Housing and Urban De-
velopment Act of 1968; and

‘‘(4) recommendations for legislative changes to en-
hance the effectiveness of section 3 of the Housing
and Urban Development Act of 1968.
‘‘(b) CONTENTS.—

‘‘(1) ENFORCEMENT.—The description under sub-
section (a)(1) of the Secretary’s enforcement efforts
shall include, at a minimum—

‘‘(A) a discussion of how responsibility for imple-
menting section 3 of the Housing and Urban Devel-
opment Act of 1968 [12 U.S.C. 1701u] is allocated
within the Department of Housing and Urban De-
velopment;

‘‘(B) a discussion of the status of existing regula-
tions implementing such section 3;

‘‘(C) a discussion of ongoing efforts to enforce
current regulations;

‘‘(D) a list of the programs under the responsibil-
ity of the Secretary with respect to which the Sec-
retary is enforcing section 3; and

‘‘(E) a separate description of the activities car-
ried out under section 3 with respect to each of
these programs.
‘‘(2) IMPEDIMENTS.—The discussion under subsection

(a)(2) of the external impediments to effective en-
forcement of section 3 of the Housing and Urban De-
velopment Act of 1968 shall include, at a minimum, a
discussion of—

‘‘(A) any lack of necessary training for targeted
employees and technical assistance to targeted
businesses;

‘‘(B) any barriers created by Federal, State, or
local procurement regulations or other laws;

‘‘(C) any difficulties in coordination with labor
unions;

‘‘(D) any difficulties in coordination with other
implicated Federal agencies; and

‘‘(E) any lack of resources on the part of recipi-
ents of assistance who are responsible for carrying
out section 3 of the Housing and Urban Develop-
ment Act of 1968.

‘‘(c) CONSULTATION.—In preparing the report under
this subsection, the Secretary shall consult with the
Secretary of Labor, the Secretary of Commerce, the
Secretary of Health and Human Services, the Adminis-
trator of the Small Business Administration, other ap-
propriate Federal officials, and recipients of Federal
housing and community development assistance who
are responsible for executing section 3 of the Housing
and Urban Development Act of 1968 [12 U.S.C. 1701u].’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 42 section 3608.
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§ 1701v. Congressional findings and declaration
for improved architectural design in Govern-
ment housing programs

The Congress finds that Federal aids to hous-
ing have not contributed fully to improvement
in architectural standards. This objective has
been contemplated in Federal housing legisla-
tion since the establishment of mortgage insur-
ance through the Federal Housing Administra-
tion.

The Congress commends the Department of
Housing and Urban Development for its recent
efforts to improve architectural standards
through competitive design awards and in other
ways but at the same time recognizes that this
important objective requires high priority if
Federal aid is to make its full communitywide
contribution toward improving our urban envi-
ronment.

The Congress further finds that even within
the necessary budget limitations on housing for
low and moderate income families architectural
design could be improved not only to make the
housing more attractive, but to make it better
suited to the needs of occupants.

The Congress declares that in the administra-
tion of housing programs which assist in the
provision of housing for low and moderate in-
come families, emphasis should be given to en-
couraging good design as an essential compo-
nent of such housing and to developing housing
which will be of such quality as to reflect its im-
portant relationship to the architectural stand-
ards of the neighborhood and community in
which it is situated, consistent with prudent
budgeting.

(Pub. L. 90–448, § 4, Aug. 1, 1968, 82 Stat. 477.)

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1968, and not as part of the Na-
tional Housing Act which comprises this chapter.

§ 1701w. Budget, debt management, and related
counseling services for mortgagors; author-
ization of appropriations

The Secretary of Housing and Urban Develop-
ment is authorized to provide, or contract with
public or private organizations to provide, such
budget, debt management, and related counsel-
ing services to mortgagors whose mortgages are
insured under section 1715z(i) or (j)(4) of this
title as he determines to be necessary to assist
such mortgagors in meeting the responsibilities
of homeownership. There are authorized to be
appropriated such sums as may be necessary to
carry out the provisions of this section.

(Pub. L. 90–448, title I, § 101(e), Aug. 1, 1968, 82
Stat. 484.)

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1968, and not as part of the Na-
tional Housing Act which comprises this chapter.

§ 1701x. Assistance with respect to housing for
low- and moderate-income families

(a) Authorization to provide information, advice,
and technical assistance; scope of assistance;
authorization of appropriations

(1) The Secretary is authorized to provide, or
contract with public or private organizations to
provide, information, advice, and technical as-
sistance, including but not limited to—

(i) the assembly, correlation, publication,
and dissemination of information with respect
to the construction, rehabilitation, and oper-
ation of low- and moderate-income housing;

(ii) the provision of advice and technical as-
sistance to public bodies or to nonprofit or co-
operative organizations with respect to the
construction, rehabilitation, and operation of
low- and moderate-income housing, including
assistance with respect to self-help and mu-
tual self-help programs;

(iii) counseling and advice to tenants and
homeowners with respect to property mainte-
nance, financial management, and such other
matters as may be appropriate to assist them
in improving their housing conditions and in
meeting the responsibilities of tenancy or
homeownership; and

(iv) the provision of technical assistance to
communities, particularly smaller commu-
nities, to assist such communities in planning,
developing, and administering Community De-
velopment Programs pursuant to title I of the
Housing and Community Development Act of
1974 [42 U.S.C. 5301 et seq.].

(2) The Secretary (A) shall provide the services
described in clause (iii) of paragraph (1) for
homeowners assisted under section 235 of the
National Housing Act [12 U.S.C. 1715z]; (B) shall,
in consultation with the Secretary of Agri-
culture, provide such services for borrowers who
are first-time homebuyers with guaranteed
loans under section 502(h) of the Housing Act of
1949 [42 U.S.C. 1472(h)]; and (C) may provide such
services for other owners of single family dwell-
ing units insured under title II of the National
Housing Act [12 U.S.C. 1707 et seq.] or guaran-
teed or insured under chapter 37 of title 38. For
purposes of this paragraph and clause (iii) of
paragraph (1), the Secretary may provide the
services described in such clause directly or may
enter into contracts with, make grants to, and
provide other types of assistance to private or
public organizations with special competence
and knowledge in counseling low- and moderate-
income families to provide such services.

(3) There is authorized to be appropriated for
the purposes of this subsection, without fiscal
year limitation, such sums as may be necessary;
except that for such purposes there are author-
ized to be appropriated $6,025,000 for fiscal year
1993 and $6,278,050 for fiscal year 1994. Of the
amounts appropriated for each of fiscal years
1993 and 1994, up to $500,000 shall be available for
use for counseling and other activities in con-
nection with the demonstration program under
section 152 of the Housing and Community De-
velopment Act of 1992. Any amounts so appro-
priated shall remain available until expended.



Page 490TITLE 12—BANKS AND BANKING§ 1701x

(b) Loans to nonprofit organizations or public
housing agencies; purpose and terms; repay-
ment; authorization of appropriations; de-
posit of appropriations in Low and Moderate
Income Sponsor Fund

(1) The Secretary is authorized to make loans
to nonprofit organizations or public housing
agencies for the necessary expenses, prior to
construction, in planning, and obtaining financ-
ing for, the rehabilitation or construction of
housing for low or moderate income families
under section 235 of the National Housing Act
[12 U.S.C. 1715z] or any other federally assisted
program. Such loans shall be made without in-
terest and shall not exceed 80 per centum of the
reasonable costs expected to be incurred in plan-
ning, and in obtaining financing for, such hous-
ing prior to the availability of financing, includ-
ing, but not limited to, preliminary surveys and
analyses of market needs, preliminary site engi-
neering and architectural fees, site acquisition,
application and mortgage commitment fees, and
construction loan fees and discounts. The Sec-
retary shall require repayment of loans made
under this subsection, under such terms and
conditions as he may require, upon completion
of the project or sooner, and may cancel any
part or all of a loan if he determines that it can-
not be recovered from the proceeds of any per-
manent loan made to finance the rehabilitation
or construction of the housing.

(2) The Secretary shall determine prior to the
making of any loan that the nonprofit organiza-
tion or public housing agency meets such re-
quirements with respect to financial responsibil-
ity and stability as he may prescribe.

(3) There are authorized to be appropriated for
the purposes of this subsection not to exceed
$7,500,000 for the fiscal year ending June 30, 1969,
and not to exceed $10,000,000 for the fiscal year
ending June 30, 1970. Any amounts so appro-
priated shall remain available until expended,
and any amounts authorized for any fiscal year
under this paragraph but not appropriated may
be appropriated for any succeeding fiscal year.

(4) All funds appropriated for the purposes of
this subsection shall be deposited in a fund
which shall be known as the Low and Moderate
Income Sponsor Fund, and which shall be avail-
able without fiscal year limitation and be ad-
ministered by the Secretary as a revolving fund
for carrying out the purposes of this subsection.
Sums received in repayment of loans made
under this subsection shall be deposited in such
fund.
(c) Grants for homeownership counseling organi-

zations
(1) In general

The Secretary of Housing and Urban Devel-
opment may make grants—

(A) to nonprofit organizations experienced
in the provision of homeownership counsel-
ing to enable the organizations to provide
homeownership counseling to eligible home-
owners; and

(B) to assist in the establishment of non-
profit homeownership counseling organiza-
tions.

(2) Program requirements
(A) Applications for grants under this sub-

section shall be submitted in the form, and in

accordance with the procedures, that the Sec-
retary requires.

(B) The homeownership counseling organiza-
tions receiving assistance under this sub-
section shall use the assistance only to pro-
vide homeownership counseling to eligible
homeowners.

(C) The homeownership counseling provided
by homeownership counseling organizations
receiving assistance under this subsection
shall include counseling with respect to—

(i) financial management;
(ii) available community resources, includ-

ing public assistance programs, mortgage as-
sistance programs, home repair assistance
programs, utility assistance programs, food
programs, and social services; and

(iii) employment training and placement.
(3) Availability of homeownership counseling

The Secretary shall take any action that is
necessary—

(A) to ensure the availability throughout
the United States of homeownership coun-
seling from homeownership counseling orga-
nizations receiving assistance under this
subsection, with priority to areas that—

(i) are experiencing high rates of home
foreclosure and any other indicators of
homeowner distress determined by the
Secretary to be appropriate;

(ii) are not already adequately served by
homeownership counseling organizations;
and

(iii) have a high incidence of mortgages
involving principal obligations (including
such initial service charges, appraisal, in-
spection, and other fees as the Secretary
shall approve) in excess of 97 percent of the
appraised value of the properties that are
insured pursuant to section 203 of the Na-
tional Housing Act [12 U.S.C. 1709]; and

(B) to inform the public of the availability
of the homeownership counseling.

(4) Eligibility for counseling
A homeowner shall be eligible for home-

ownership counseling under this subsection
if—

(A) the home loan is secured by property
that is the principal residence (as defined by
the Secretary) of the homeowner;

(B) the home loan is not assisted under
title V of the Housing Act of 1949 [42 U.S.C.
1471 et seq.]; and

(C) the homeowner is, or is expected to be,
unable to make payments, correct a home
loan delinquency within a reasonable time,
or resume full home loan payments due to a
reduction in the income of the homeowner
because of—

(i) an involuntary loss of, or reduction
in, the employment of the homeowner, the
self-employment of the homeowner, or in-
come from the pursuit of the occupation of
the homeowner; or

(ii) any similar loss or reduction experi-
enced by any person who contributes to
the income of the homeowner.

An applicant for a mortgage shall be eligible
for homeownership counseling under this sub-
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section if the applicant is a first-time home-
buyer who meets the requirements of section
12852(b)(1) of title 42 and the mortgage in-
volves a principal obligation (including such
initial service charges, appraisal, inspection,
and other fees as the Secretary shall approve)
in excess of 97 percent of the appraised value
of the property and is to be insured pursuant
to section 203 of the National Housing Act [12
U.S.C. 1709].

(5) Notification of availability of homeowner-
ship counseling

(A) Notification of availability of homeowner-
ship counseling

(i) Requirement
Except as provided in subparagraph (C),

the creditor of a loan (or proposed credi-
tor) shall provide notice under clause (ii)
to (I) any eligible homeowner who fails to
pay any amount by the date the amount is
due under a home loan, and (II) any appli-
cant for a mortgage described in paragraph
(4).

(ii) Content
Notification under this subparagraph

shall—
(I) notify the homeowner or mortgage

applicant of the availability of any
homeownership counseling offered by the
creditor (or proposed creditor);

(II) if provided to an eligible mortgage
applicant, state that completion of a
counseling program is required for insur-
ance pursuant to section 203 of the Na-
tional Housing Act [12 U.S.C. 1709]; and

(III) notify the homeowner or mort-
gage applicant of the availability of
homeownership counseling provided by
nonprofit organizations approved by the
Secretary and experienced in the provi-
sion of homeownership counseling, or
provide the toll-free telephone number
described in subparagraph (D)(i).

(B) Deadline for notification
The notification required in subparagraph

(A) shall be made—
(i) in a manner approved by the Sec-

retary; and
(ii) before the expiration of the 45-day

period beginning on the date on which the
failure referred to in such subparagraph
occurs.

(C) Notification
Notification under subparagraph (A) shall

not be required with respect to any loan for
which the eligible homeowner pays the
amount overdue before the expiration of the
45-day period under subparagraph (B)(ii).

(D) Administration and compliance
The Secretary shall, to the extent of

amounts approved in appropriation Acts,
enter into an agreement with an appropriate
private entity under which the entity will—

(i) operate a toll-free telephone number
through which any eligible homeowner can
obtain a list of nonprofit organizations,
which shall be updated annually, that—

(I) are approved by the Secretary and
experienced in the provision of home-
ownership counseling; and

(II) serve the area in which the resi-
dential property of the homeowner is lo-
cated;

(ii) monitor the compliance of creditors
with the requirements of subparagraphs
(A) and (B); and

(iii) report to the Secretary not less than
annually regarding the extent of compli-
ance of creditors with the requirements of
subparagraphs (A) and (B).

(E) Report
The Secretary shall submit a report to the

Congress not less than annually regarding
the extent of compliance of creditors with
the requirements of subparagraphs (A) and
(B) and the effectiveness of the entity mon-
itoring such compliance. The Secretary shall
also include in the report any recommenda-
tions for legislative action to increase the
authority of the Secretary to penalize credi-
tors who do not comply with such require-
ments.

(6) Definitions
For purposes of this subsection:

(A) The term ‘‘creditor’’ means a person or
entity that is servicing a home loan on be-
half of itself or another person or entity.

(B) The term ‘‘eligible homeowner’’ means
a homeowner eligible for counseling under
paragraph (4).

(C) The term ‘‘home loan’’ means a loan
secured by a mortgage or lien on residential
property.

(D) The term ‘‘homeowner’’ means a per-
son who is obligated under a home loan.

(E) The term ‘‘residential property’’ means
a 1-family residence, including a 1-family
unit in a condominium project, a member-
ship interest and occupancy agreement in a
cooperative housing project, and a manufac-
tured home and the lot on which the home is
situated.

(7) Regulations
The Secretary shall issue any regulations

that are necessary to carry out this sub-
section.
(8) Authorization of appropriations

There are authorized to be appropriated to
carry out this section $7,000,000 for fiscal year
1993 and $7,294,000 for fiscal year 1994, of which
amounts $1,000,000 shall be available in each
such fiscal year to carry out paragraph (5)(D).
Any amount appropriated under this sub-
section shall remain available until expended.

(d) Prepurchase and foreclosure-prevention
counseling demonstration

(1) Purposes
The purpose of this subsection is—

(A) to reduce defaults and foreclosures on
mortgage loans insured under the Federal
Housing Administration single family mort-
gage insurance program;

(B) to encourage responsible and prudent
use of such federally insured home mort-
gages;
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(C) to assist homeowners with such feder-
ally insured mortgages to retain the homes
they have purchased pursuant to such mort-
gages; and

(D) to encourage the availability and ex-
pansion of housing opportunities in connec-
tion with such federally insured home mort-
gages.

(2) Authority
The Secretary of Housing and Urban Devel-

opment shall carry out a program to dem-
onstrate the effectiveness of providing coordi-
nated prepurchase counseling and foreclosure-
prevention counseling to first-time home-
buyers and homeowners in avoiding defaults
and foreclosures on mortgages insured under
the Federal Housing Administration single
family home mortgage insurance program.
(3) Grants

Under the demonstration program under this
subsection, the Secretary shall make grants to
qualified nonprofit organizations under para-
graph (4) to enable the organizations to pro-
vide prepurchase counseling services to eligi-
ble homebuyers and foreclosure-prevention
counseling services to eligible homeowners, in
counseling target areas.
(4) Qualified nonprofit organizations

The Secretary shall select nonprofit organi-
zations to receive assistance under the dem-
onstration program under this subsection
based on the experience and ability of the or-
ganizations in providing homeownership coun-
seling and their ability to provide community-
based prepurchase and foreclosure-prevention
counseling under paragraphs (5) and (6) in a
counseling target area. To be eligible for se-
lection under this paragraph, a nonprofit orga-
nization shall submit an application contain-
ing a proposal for providing counseling serv-
ices in the form and manner required by the
Secretary.
(5) Prepurchase counseling

(A) Mandatory participation
Under the demonstration program, the

Secretary shall require any eligible home-
buyer who intends to purchase a home lo-
cated in a counseling target area and who
has applied for (as determined by the Sec-
retary) a qualified mortgage (as such term is
defined in paragraph (9)) on such home that
involves a downpayment of less than 10 per-
cent of the principal obligation of the mort-
gage, to receive counseling prior to signing
of a contract to purchase the home. The
counseling shall include counseling with re-
spect to—

(i) financial management and the respon-
sibilities involved in homeownership;

(ii) fair housing laws and requirements;
(iii) the maximum mortgage amount

that the homebuyer can afford; and
(iv) options, programs, and actions avail-

able to the homebuyer in the event of ac-
tual or potential delinquency or default.

(B) Eligibility for counseling
A homebuyer shall be eligible for pre-

purchase counseling under this paragraph
if—

(i) the homebuyer has applied for a
qualified mortgage;

(ii) the homebuyer is a first-time home-
buyer; and

(iii) the home to be purchased under the
qualified mortgage is located in a counsel-
ing target area.

(6) Foreclosure-prevention counseling
(A) Availability

Under the demonstration program, the
Secretary shall make counseling available
for eligible homeowners who are 60 or more
days delinquent with respect to a payment
under a qualified mortgage on a home lo-
cated within a counseling target area. The
counseling shall include counseling with re-
spect to options, programs, and actions
available to the homeowner for resolving the
delinquency or default.

(B) Notification of delinquency
Under the demonstration program, the

Secretary shall require the creditor of any
eligible homeowner who is delinquent (as de-
scribed in subparagraph (A)) to send written
notice by registered or certified mail within
5 days (excluding Saturdays, Sundays, and
legal public holidays) after the occurrence of
such delinquency—

(i) notifying the homeowner of the delin-
quency and the name, address, and phone
number of the counseling organization for
the counseling target area; and

(ii) notifying any counseling organiza-
tion for the counseling target area of the
delinquency and the name, address, and
phone number of the delinquent home-
owner.

(C) Coordination with emergency home-
ownership counseling program

The Secretary may coordinate the provi-
sion of assistance under subsection (c) of
this section with the demonstration program
under this subsection.

(D) Eligibility for counseling
A homeowner shall be eligible for fore-

closure-prevention counseling under this
paragraph if—

(i) the home owned by the homeowner is
subject to a qualified mortgage; and

(ii) such home is located in a counseling
target area.

(7) Scope of demonstration program
(A) Designation of counseling target areas

The Secretary shall designate 3 counseling
target areas (as provided in subparagraph
(B)), which shall be located in not less than
2 separate metropolitan areas. The Sec-
retary shall provide for counseling under the
demonstration program under this sub-
section with respect to only such counseling
target areas.

(B) Counseling target areas
Each counseling target area shall consist

of a group of contiguous census tracts—
(i) the population of which is greater

than 50,000;
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(ii) which together constitute an identi-
fiable neighborhood, area, borough, dis-
trict, or region within a metropolitan area
(except that this clause may not be con-
strued to exclude a group of census tracts
containing areas not wholly contained
within a single town, city, or other politi-
cal subdivision of a State);

(iii) in which the average age of existing
housing is greater than 20 years; and

(iv) for which (I) the percentage of quali-
fied mortgages on homes within the area
that are foreclosed exceeds 5 percent for
the calendar year preceding the year in
which the area is selected as a counseling
target area, or (II) the number of qualified
mortgages originated on homes in such
area in the calendar year preceding the
calendar year in which the area is selected
as a counseling target area exceeds 20 per-
cent of the total number of mortgages
originated on residences in the area during
such year.

(C) Mortgage characteristics
In designating counseling target areas

under subparagraph (A), the Secretary shall
designate at least 1 such area that meets the
requirements of subparagraph (B)(iv)(I) and
at least 1 such area that meets the require-
ments of subparagraph (B)(iv)(II).

(D) Expansion of target areas
The Secretary may expand any counseling

target area during the term of the dem-
onstration program, if the Secretary deter-
mines that counseling can be adequately
provided within such expanded area and the
purposes of this subsection will be furthered
by such expansion. Any such expansion shall
include only groups of census tracts that are
contiguous to the counseling target area ex-
panded and such census tract groups shall
not be subject to the provisions of subpara-
graph (B).

(E) Designation of control areas
For purposes of determining the effective-

ness of counseling under the demonstration
program, the Secretary shall designate 3
control areas, each of which shall correspond
to 1 of the counseling target areas des-
ignated under subparagraph (A). Each con-
trol area shall be located in the metropoli-
tan area in which the corresponding counsel-
ing target area is located, shall meet the re-
quirements of subparagraph (B), and shall be
similar to such area with respect to size, age
of housing stock, median income, and racial
makeup of the population. Each control area
shall also comply with the requirements of
subclause (I) or (II) of subparagraph (B)(iv),
according to the subclause with which the
corresponding counseling target area com-
plies.

(8) Evaluation
Each organization providing counseling

under the demonstration program under this
subsection shall maintain records with respect
to each eligible homebuyer and eligible home-
owner counseled and shall provide information

with respect to such counseling as the Sec-
retary or the Comptroller General may re-
quire.

(9) Definitions
For purposes of this subsection:

(A) The term ‘‘control area’’ means an
area designated by the Secretary under
paragraph (7)(E).

(B) The term ‘‘counseling target area’’
means an area designated by the Secretary
under paragraph (7)(A).

(C) The term ‘‘creditor’’ means a person or
entity that is servicing a loan secured by a
qualified mortgage on behalf of itself or an-
other person or entity.

(D) The term ‘‘displaced homemaker’’
means an individual who—

(i) is an adult;
(ii) has not worked full-time, full-year in

the labor force for a number of years, but
has during such years, worked primarily
without remuneration to care for the home
and family; and

(iii) is unemployed or underemployed
and is experiencing difficulty in obtaining
or upgrading employment.

(E) The term ‘‘downpayment’’ means the
amount of purchase price of home required
to be paid at or before the time of purchase.

(F) The term ‘‘eligible homebuyer’’ means
a homebuyer that meets the requirements
under paragraph (5)(B).

(G) The term ‘‘eligible homeowner’’ means
a homeowner that meets the requirements
under paragraph (6)(D).

(H) The term ‘‘first-time homebuyer’’
means an individual who—

(i) (and whose spouse) has had no owner-
ship in a principal residence during the 3-
year period ending on the date of purchase
of the home pursuant to which counseling
is provided under this subsection;

(ii) is a displaced homemaker who, ex-
cept for owning a residence with his or her
spouse or residing in a residence owned by
the spouse, meets the requirements of
clause (i); or

(iii) is a single parent who, except for
owning a residence with his or her spouse
or residing in a residence owned by the
spouse while married, meets the require-
ments of clause (i).

(I) The term ‘‘home’’ includes any dwelling
or dwelling unit eligible for a qualified
mortgage, and includes a unit in a con-
dominium project, a membership interest
and occupancy agreement in a cooperative
housing project, and a manufactured home
and the lot on which the home is situated.

(J) The term ‘‘metropolitan area’’ means a
standard metropolitan statistical area as
designated by the Director of the Office of
Management and Budget.

(K) The term ‘‘qualified mortgage’’ means
a mortgage on a 1- to 4-family home that is
insured under title II of the National Hous-
ing Act [12 U.S.C. 1707 et seq.].

(L) The term ‘‘Secretary’’ means the Sec-
retary of Housing and Urban Development.
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(M) The term ‘‘single parent’’ means an in-
dividual who—

(i) is unmarried or legally separated
from a spouse; and

(ii)(I) has 1 or more minor children for
whom the individual has custody or joint
custody; or

(II) is pregnant.
(10) Regulations

The Secretary may issue any regulations
necessary to carry out this subsection.
(11) Authorization of appropriations

There are authorized to be appropriated to
carry out this subsection $365,000 for fiscal
year 1993 and $380,330 for fiscal year 1994.
(12) Termination

The demonstration program under this sub-
section shall terminate at the end of fiscal
year 1994.

(e) Certification
(1) Requirement for assistance

An organization may not receive assistance
for counseling activities under subsection
(a)(1)(iii), (a)(2), (c), or (d) of this section, un-
less the organization provides such counseling,
to the extent practicable, by individuals who
have been certified by the Secretary under
this subsection as competent to provide such
counseling.
(2) Standards and examination

The Secretary shall, by regulation, establish
standards and procedures for testing and cer-
tifying counselors. Such standards and proce-
dures shall require for certification that the
individual shall demonstrate, by written ex-
amination (as provided under subsection (f)(4)
of this section), competence to provide coun-
seling in each of the following areas:

(A) Financial management.
(B) Property maintenance.
(C) Responsibilities of homeownership and

tenancy.
(D) Fair housing laws and requirements.
(E) Housing affordability.
(F) Avoidance of, and responses to, rental

and mortgage delinquency and avoidance of
eviction and mortgage default.

(3) Encouragement
The Secretary shall encourage organizations

engaged in providing homeownership and rent-
al counseling that do not receive assistance
under this section to employ individuals to
provide such counseling who are certified
under this subsection or meet the certification
standards established under this subsection.

(f) Homeownership and rental counselor training
and certification programs

(1) Establishment
To the extent amounts are provided in ap-

propriations Acts under paragraph (7), the
Secretary shall contract with an appropriate
entity (which may be a nonprofit organiza-
tion) to carry out a program under this sub-
section to train individuals to provide home-
ownership and rental counseling and to admin-
ister the examination under subsection (e)(2)

of this section and certify individuals under
such subsection.
(2) Eligibility and selection

(A) Eligibility
To be eligible to provide the training and

certification program under this subsection,
an entity shall have demonstrated experi-
ence in training homeownership and rental
counselors.
(B) Selection

The Secretary shall provide for entities
meeting the requirements of subparagraph
(A) to submit applications to provide the
training and certification program under
this subsection. The Secretary shall select
an application based on the ability of the en-
tity to—

(i) establish the program as soon as pos-
sible on a national basis, but not later
than the date under paragraph (6);

(ii) minimize the costs involved in estab-
lishing the program; and

(iii) effectively and efficiently carry out
the program.

(3) Training
The Secretary shall require that training of

counselors under the program under this sub-
section be designed and coordinated to prepare
individuals for successful completion of the
examination for certification under subsection
(e)(2) of this section. The Secretary, in con-
sultation with the entity selected under para-
graph (2)(B), shall establish the curriculum
and standards for training counselors under
the program.
(4) Certification

The entity selected under paragraph (2)(B)
shall administer the examination under sub-
section (e)(2) of this section and, on behalf of
the Secretary, certify individuals successfully
completing the examination. The Secretary,
in consultation with such entity, shall estab-
lish the content and format of the examina-
tion.
(5) Fees

Subject to the approval of the Secretary, the
entity selected under paragraph (2)(B) may es-
tablish and impose reasonable fees for partici-
pation in the training provided under the pro-
gram and for examination and certification
under subsection (e)(2) of this section, in an
amount sufficient to cover any costs of such
activities not covered with amounts provided
under paragraph (7).
(6) Timing

The entity selected under paragraph (2)(B)
to carry out the training and certification pro-
gram shall establish the program as soon as
possible after such selection, and shall make
training and certification available under the
program on a national basis not later than the
expiration of the 1-year period beginning upon
such selection.
(7) Authorization of appropriations

There are authorized to be appropriated to
carry out this subsection $2,000,000 for fiscal
year 1993 and $2,084,000 for 1994.
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(Pub. L. 90–448, title I, § 106, Aug. 1, 1968, 82 Stat.
490; Pub. L. 91–609, title IX, § 903(a), (b), Dec. 31,
1970, 84 Stat. 1808; Pub. L. 93–383, title VIII, § 811,
Aug. 22, 1974, 88 Stat. 735; Pub. L. 95–128, title IX,
§ 903, Oct. 12, 1977, 91 Stat. 1149; Pub. L. 97–35,
title III, § 339A, Aug. 13, 1982, 95 Stat. 417; Pub. L.
98–181, title IV, § 465, Nov. 30, 1983, 97 Stat. 1236;
Pub. L. 98–479, title II, § 204(f), Oct. 17, 1984, 98
Stat. 2233; Pub. L. 100–242, title I, § 169, Feb. 5,
1988, 101 Stat. 1865; Pub. L. 100–628, title X, § 1009,
Nov. 7, 1988, 102 Stat. 3266; Pub. L. 101–137, § 8,
Nov. 3, 1989, 103 Stat. 826; Pub. L. 101–625, title V,
§ 577, title VII, § 706(c), Nov. 28, 1990, 104 Stat.
4238, 4286; Pub. L. 102–550, title I, § 162(a)–(d), Oct.
28, 1992, 106 Stat. 3719–3721; Pub. L. 104–316, title
I, § 106(a), Oct. 19, 1996, 110 Stat. 3830; Pub. L.
105–276, title V, § 594(a), (b), Oct. 21, 1998, 112
Stat. 2655; Pub. L. 107–73, title II, § 205, Nov. 26,
2001, 115 Stat. 674.)

REFERENCES IN TEXT

The Housing and Community Development Act of
1974, referred to in subsec. (a)(1)(iv), is Pub. L. 93–383,
Aug. 22, 1974, 88 Stat. 633, as amended. Title I of the
Housing and Community Development Act of 1974 is
classified principally to chapter 69 (§ 5301 et seq.) of
Title 42, The Public Health and Welfare. For complete
classification of this Act to the Code, see Short Title
note set out under section 5301 of Title 42 and Tables.

The National Housing Act, referred to in subsecs.
(a)(2) and (d)(9)(K), is act June 27, 1934, ch. 847, 48 Stat.
1246, as amended. Title II of the Act is classified gener-
ally to subchapter II (§ 1707 et seq.) of this chapter. For
complete classification of this Act to the Code, see sec-
tion 1701 of this title and Tables.

Section 152 of the Housing and Community Develop-
ment Act of 1992, referred to in subsec. (a)(3), is section
152 of Pub. L. 102–550, which was set out as a note under
section 1437f of Title 42, The Public Health and Welfare,
prior to repeal by Pub. L. 105–276, title V, § 550(f), Oct.
21, 1998, 112 Stat. 2610.

The Housing Act of 1949, referred to in subsec.
(c)(4)(B), is act July 15, 1949, ch. 338, 63 Stat. 413, as
amended. Title V of the Housing Act of 1949 is classified
generally to subchapter III (§ 1471 et seq.) of chapter 8A
of Title 42, The Public Health and Welfare. For com-
plete classification of this Act to the Code, see Short
Title note set out under section 1441 of Title 42, The
Public Health and Welfare, and Tables.

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1968, and not as part of the Na-
tional Housing Act which comprises this chapter.

AMENDMENTS

2001—Subsec. (c)(9). Pub. L. 107–73 struck out heading
and text of par. (9). Text read as follows: ‘‘The provi-
sions of this subsection shall not be effective after Sep-
tember 30, 2000.’’

1998—Subsec. (c)(5)(C). Pub. L. 105–276, § 594(b), amend-
ed heading and text of subpar. (C) generally. Prior to
amendment, text read as follows: ‘‘Notification under
subparagraph (A) shall not be required with respect to
any loan—

‘‘(i) insured or guaranteed under chapter 37 of title
38; or

‘‘(ii) for which the eligible homeowner pays the
amount overdue before the expiration of the 45-day
period under subparagraph (B)(ii).’’
Subsec. (c)(9). Pub. L. 105–276, § 594(a), substituted

‘‘2000’’ for ‘‘1994’’.
1996—Subsec. (d)(5)(A). Pub. L. 104–316, § 106(a)(2), sub-

stituted ‘‘(9)’’ for ‘‘(10)(K)’’ in introductory provisions.
Subsec. (d)(8). Pub. L. 104–316, § 106(a)(3), struck out

‘‘(for purposes of the study and report under paragraph
(9))’’ before ‘‘may require’’.

Subsec. (d)(9) to (13). Pub. L. 104–316, § 106(a)(1), (4), re-
designated pars. (10) to (13) as (9) to (12), respectively,
and struck out former par. (9) which related to GAO
study and report on demonstration program.

1992—Subsec. (a)(3). Pub. L. 102–550, § 162(a), sub-
stituted ‘‘except that for such purposes there are au-
thorized to be appropriated $6,025,000 for fiscal year 1993
and $6,278,050 for fiscal year 1994. Of the amounts appro-
priated for each of fiscal years 1993 and 1994, up to
$500,000 shall be available for use for counseling and
other activities in connection with the demonstration
program under section 152 of the Housing and Commu-
nity Development Act of 1992.’’ for ‘‘except that for
such purposes there are authorized to be appropriated
$3,600,000 for fiscal year 1991 and $3,700,000 for fiscal
year 1992.’’

Subsec. (c)(3)(A)(iii). Pub. L. 102–550, § 162(b)(3), added
cl. (iii).

Subsec. (c)(4). Pub. L. 102–550, § 162(b)(4), inserted
flush sentence at end.

Subsec. (c)(5)(A). Pub. L. 102–550, § 162(b)(5), added sub-
par. (A) and struck out former subpar. (A) which read
as follows: ‘‘(A) IN GENERAL.—Except as provided in
subparagraph (C), if any eligible homeowner fails to
pay any amount by the date the amount is due under
a home loan, the creditor of the loan shall notify the
homeowner of the availability of any homeownership
counseling offered by the creditor and, as a supplement
to counseling provided by the creditor, shall notify the
homeowner of 1 of the following:

‘‘(i) The availability of homeownership counseling
provided by nonprofit organizations approved by the
Secretary and experienced in the provision of home-
ownership counseling.

‘‘(ii) The toll-free telephone number described in
subparagraph (D)(i).’’
Subsec. (c)(5)(D)(i). Pub. L. 102–550, § 162(b)(6), inserted

‘‘, which shall be updated annually,’’ after ‘‘organiza-
tions’’.

Subsec. (c)(8). Pub. L. 102–550, § 162(b)(1), amended
first sentence generally. Prior to amendment, first sen-
tence read as follows: ‘‘There is authorized to be appro-
priated to carry out this section $6,700,000 for fiscal
year 1991 and $7,000,000 for fiscal year 1992, of which
amounts $2,000,000 shall be available in each such fiscal
year to carry out paragraph (5)(D).’’

Subsec. (c)(9). Pub. L. 102–550, § 162(b)(2), substituted
‘‘1994’’ for ‘‘1992’’.

Subsec. (d)(12). Pub. L. 102–550, § 162(c), amended par.
(12) generally. Prior to amendment, par. (12) read as
follows: ‘‘There are authorized to be appropriated to
carry out this subsection $350,000 for fiscal year 1991
and $365,000 for fiscal year 1992.’’

Subsecs. (e), (f). Pub. L. 102–550, § 162(d), added sub-
secs. (e) and (f).

1990—Subsec. (a)(2)(A) to (C). Pub. L. 101–625, § 706(c),
designated portions of existing text as cls. (A) and (C),
and added cl. (B).

Subsec. (a)(3). Pub. L. 101–625, § 577(a), substituted
provisions authorizing appropriations of $3,600,000 for
fiscal year 1991 and $3,700,000 for fiscal year 1992, for
provisions authorizing appropriations of $3,500,000 for
each of the fiscal years 1988 and 1989.

Subsec. (c)(5). Pub. L. 101–625, § 577(b)(3), amended par.
(5) generally. Prior to amendment, par. (5) read as fol-
lows: ‘‘The creditor of a delinquent home loan shall no-
tify an eligible homeowner of the availability of any
homeownership counseling offered by the creditor. As a
supplement to the counseling provided by the creditor,
the creditor shall notify the homeowner of the avail-
ability of 1 of the following:

‘‘(A) Homeownership counseling provided by non-
profit organizations approved by the Secretary and
experienced in the provision of homeownership coun-
seling.

‘‘(B) A list of the nonprofit organizations, approved
by the Secretary and experienced in the provision of
homeownership counseling, that can be obtained by
calling a toll-free telephone number at the Depart-
ment of Housing and Urban Development.



Page 496TITLE 12—BANKS AND BANKING§ 1701y

‘‘(C) Homeownership counseling provided by the Ad-
ministrator of Veterans’ Affairs for loans insured or
guaranteed under chapter 37 of title 38.’’
Subsec. (c)(8). Pub. L. 101–625, § 577(b)(1), amended

first sentence generally. Prior to amendment, first sen-
tence read as follows: ‘‘There are authorized to be ap-
propriated to carry out this subsection $3,500,000 for
each of the fiscal years 1988 and 1989.’’

Subsec. (c)(9). Pub. L. 101–625, § 577(b)(2), substituted
‘‘September 30, 1992’’ for ‘‘September 30, 1990’’.

Subsec. (d). Pub. L. 101–625, § 577(c), added subsec. (d).
1989—Subsec. (c)(9). Pub. L. 101–137 substituted ‘‘Sep-

tember 30, 1990’’ for ‘‘September 30, 1989’’.
1988—Subsec. (a)(2). Pub. L. 100–628 inserted before pe-

riod at end of first sentence ‘‘or guaranteed or insured
under chapter 37 of title 38’’.

Subsec. (a)(3). Pub. L. 100–242, § 169(a), substituted
‘‘except that for each of the fiscal years 1988 and 1989
there are authorized to be appropriated $3,500,000 for
such purposes’’ for ‘‘except that for the fiscal year 1984,
there are authorized to be appropriated not to exceed
$3,500,000 for such purposes’’.

Subsec. (c). Pub. L. 100–242, § 169(b), added subsec. (c).
1984—Subsec. (b)(1). Pub. L. 98–479 substituted ‘‘archi-

tectural’’ for ‘‘architechtual’’.
1983—Subsec. (a)(3). Pub. L. 98–181 substituted ‘‘1984’’

for ‘‘1982’’, and ‘‘$3,500,000’’ for ‘‘$4,000,000’’.
1981—Subsec. (a)(3). Pub. L. 97–35 inserted provisions

authorizing appropriations for fiscal year 1982.
1977—Subsec. (a)(2). Pub. L. 95–128 authorized the Sec-

retary to provide the services for other owners of single
family dwelling units insured under subchapter II of
this chapter.

1974—Subsec. (a)(1). Pub. L. 93–383, § 811(b)(1), (c), in
cl. (iii) substituted provisions authorizing counseling
and advice to tenants and homeowners with respect to
property maintenance, etc., for provisions authorizing
counseling on household management, self-help, etc.,
for families receiving assistance under this chapter or
the United States Housing Act of 1937, and added cl.
(iv).

Subsec. (a)(2). Pub. L. 93–383, § 811(b)(2), added par. (2).
Former par. (2) redesignated (3).

Subsec. (a)(3). Pub. L. 93–383, § 811(b)(2), (d), redesig-
nated former par. (2) as (3) and substituted ‘‘such sums
as may be necessary’’ for ‘‘not to exceed $5,000,000’’.

Subsec. (b)(1), (2). Pub. L. 93–383, § 811(e), (f), inserted
reference to public housing agencies.

1970—Subsec. (a). Pub. L. 91–609, § 903(a), designated
existing provisions as par. (1), inserted provision re-
specting specific authorities without limitation to such
authorities, redesignated former par. (1) as cl. (i),
struck out introductory text relating to assistance
with respect to construction, rehabilitation, and oper-
ation by nonprofit organizations of housing for low or
moderate income families now incorporated in cl. (i),
redesignated former par. (2) as cl. (ii), inserting therein
provision for assistance to public bodies or to nonprofit
or cooperative organizations, including assistance with
respect to self-help and mutual self-help programs, and
added cl. (iii) and par. (2).

Subsec. (b)(1). Pub. L. 91–609, § 903(b), substituted
‘‘section 1715z of this title or any other federally as-
sisted program’’ for ‘‘any federally assisted program’’
in first sentence.

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105–276, title V, § 594(c), Oct. 21, 1998, 112 Stat.
2656, provided that: ‘‘The amendments made by this
section [amending this section] are made on, and shall
apply beginning upon, the date of the enactment of this
Act [Oct. 21, 1998].’’

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

REGULATIONS

Section 162(e) of Pub. L. 102–550 provided that: ‘‘The
Secretary of Housing and Urban Development shall

issue any regulations necessary to carry out the
amendments made by subsection (d) [amending this
section], not later than the expiration of the 6-month
period beginning on the date of the enactment of this
Act [Oct. 28, 1992].’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1715z–20 of this
title; title 42 sections 1472, 3535, 9816.

§ 1701y. National Homeownership Foundation

(a) Creation; purpose; articles of incorporation
and charter; reservation of right to alter or
amend charter; term; principal office; admin-
istration as charitable and educational foun-
dation; compensation of officers and employ-
ees; contract authority; donations and
grants; payment of principal and interest on
borrowings

(1) There is hereby created a body corporate to
be known as the ‘‘National Homeownership
Foundation’’ (hereinafter referred to as the
‘‘Foundation’’) to carry out a continuing pro-
gram of encouraging private and public organi-
zations at the national, community, and neigh-
borhood levels to provide increased homeowner-
ship and housing opportunities in urban and
rural areas for lower income families through
such means as—

(A) encouraging the investment in, and
sponsoring of, housing for lower income fami-
lies;

(B) encouraging the establishment of pro-
grams of assistance and counseling to lower
income families to enable them better to
achieve and afford adequate housing;

(C) providing a broad range of technical as-
sistance through publications and advisory
services to public and private organizations
which are carrying out, or are desirous of car-
rying out, programs to expand homeownership
and housing opportunities for lower income
families; and

(D) providing grants and loans to public and
private organizations carrying out home-
ownership and housing opportunity programs
for lower income families to help cover some
of the expenses of such programs.

(2) The Foundation shall be deemed to be a
corporation without members organized and es-
tablished under the provisions of the District of
Columbia Nonprofit Corporation Act, with all
the rights, powers, and responsibilities thereof
except as limited by this section and any
amendments thereto. This section shall con-
stitute the articles of incorporation and charter
of the Foundation, which shall not be an agency
or instrumentality of the United States Govern-
ment. The Congress expressly reserves the ex-
clusive right to alter or amend this charter. The
Foundation shall have succession until dissolved
by Act of Congress. The Foundation shall main-
tain its principal office in the District of Colum-
bia.

(3) No part of the net earnings of the Founda-
tion shall inure to the benefit of any private
person, and no substantial part of its activities
shall be devoted to attempting to influence leg-
islation. The Foundation shall not participate
or intervene in any political campaign on behalf
of any candidate for public office. The Founda-
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tion shall be operated and administered at all
times as a charitable and educational founda-
tion.

(4) No employee or officer of the Foundation
shall receive compensation in excess of that re-
ceived by or hereafter prescribed by law for
heads of executive departments.

(5) The Foundation shall make maximum use
of existing public and private agencies and pro-
grams, and in carrying out its functions the
Foundation is authorized to contract with indi-
viduals, private corporations, organizations, and
associations, and with agencies of the Federal,
State, and local governments.

(6) The Foundation is authorized to receive do-
nations and grants from individuals and from
public and private organizations, foundations,
and agencies.

(7) The Foundation may use only donated
funds, or funds derived from payment of interest
on loans made by it, for the principal and inter-
est payments on any borrowings.
(b) Board of Directors; appointment of members;

Chairman; terms of office; reappointment;
compensation and travel expenses; Executive
Director and other officers; vacancies; by-
laws

(1) The Foundation shall have a Board of Di-
rectors consisting of eighteen members, fifteen
of whom shall be appointed by the President of
the United States, with the advice and consent
of the Senate. The other three members shall be,
ex officio, the Secretary of Housing and Urban
Development, the Secretary of Agriculture, and
the Director of the Office of Economic Oppor-
tunity. The President shall appoint one of the
fifteen appointed members to serve as Chairman
of the Board during his term of office as a mem-
ber.

(2) Within thirty days after August 1, 1968, the
President shall appoint the fifteen appointed
members of the Board. Not more than five of
such members shall, at the time of their ap-
pointment, be serving full time as officers or
employees of the Federal Government, or as offi-
cers or employees of any State or local govern-
ment. Each appointed member of the Board
shall hold office for a term of three years, except
that (A) any member appointed to fill a vacancy
prior to the expiration of the term for which his
predecessor was appointed shall be appointed for
the remainder of such term, and (B) the terms of
the members first taking office shall expire, as
designated by the President at the time of ap-
pointment, five at the end of the first year, five
at the end of the second year, and five at the end
of the third year after the date of appointment.
Members of the Board, however appointed, shall
be eligible for reappointment, but at no time
shall there be more than five members of the
Board who at the time of their appointment or
reappointment were full-time officers or em-
ployees of the Federal Government or of any
State or local government.

(3) Appointed members of the Board who are
not employees of the Federal Government, while
attending meetings or conferences of the Board
or otherwise serving on business of the Board,
shall be entitled to receive compensation at
rates fixed by the President, but not exceeding

$100 per day, including travel time, and while so
serving away from their homes or regular places
of business they may be allowed travel expenses,
including per diem in lieu of subsistence, as au-
thorized by section 5703 of title 5 for persons in
the Government service employed intermit-
tently.

(4) The Board shall appoint an Executive Di-
rector of the Foundation. The Executive Direc-
tor shall be the chief executive officer of the
Foundation and shall serve at the pleasure of
the Board, and all other executive officers and
employees of the Board shall be responsible to
him. The Board shall also cause to be appointed
a secretary, a treasurer, and such other officers
as may be necessary to conduct properly the
business of the Foundation, and shall provide for
filling vacancies in such offices.

(5) The Board shall adopt bylaws for the Foun-
dation which shall be made available for public
inspection upon request.
(c) Functions; programs to expand homeowner-

ship and housing opportunities for lower in-
come families; fees for assistance or services

(1) The Foundation shall assist public and pri-
vate organizations, at their request, in initiat-
ing, developing, and conducting programs to ex-
pand homeownership and housing opportunities
for lower income families. To provide such as-
sistance and to carry out the purposes of this
section, the Foundation is authorized to—

(A) carry out a continuing program of en-
couraging private and public organizations at
the national, community, and neighborhood
levels in the establishment of such programs;

(B) assist in the formation of organizations
the purpose of which is the development and
carrying out of such programs, including the
establishment of local development funds for
financing housing for lower income families
through the pooling of moneys from private
sources;

(C) identify and arrange for the technical
and managerial assistance and personnel need-
ed for the successful operation of such pro-
grams by public and private organizations;

(D) assist public and private organizations in
obtaining the mortgage financing, insurance,
and other requirements or aids necessary for
conducting programs of housing construction,
rehabilitation, or improvement for lower in-
come families;

(E) arrange for, or provide on a limited
basis, training for persons in the skills needed
in administering programs of homeownership
and housing opportunity for lower income
families;

(F) encourage research and innovation, and
collect and make available such information
as may be desirable to further the purposes of
this section, including but not limited to such
activities as the sponsoring of seminars, con-
ferences, and meetings and the establishment
of a continuing information program to ac-
quaint lower income families with the means
they can use to improve the quality of their
housing and the homeownership and housing
opportunities available to them;

(G) assist private and public organizations in
establishing, in connection with their home-
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ownership and housing opportunity programs
for lower income families, counseling and
similar activities designed to advise lower in-
come families of the means available to better
themselves economically through job training
and manpower development programs; and

(H) perform other similar services in order
to further the purposes of this section.

(2) The Foundation may, if it deems it appro-
priate, charge a reasonable fee for any assist-
ance or service provided under this subsection.

(d) Grants and loans to public or private organi-
zations; eligibility; encouragement of co-
operation between organizations and neigh-
borhoods and communities

(1) In order to assist public and private organi-
zations which are carrying out homeownership
and housing opportunity programs for lower in-
come families to fill unmet needs, initiate ex-
ceptional programs, and experiment with new
approaches and programs, the Foundation is au-
thorized, subject to such terms and conditions
as it may prescribe, to make grants and loans to
such organizations to help defray the following
expenses:

(A) organizational and administrative ex-
penses incurred in commencing the operation
of a program, or in expanding an existing pro-
gram, to the extent that the activities are re-
lated to providing homeownership and housing
opportunities for lower income families;

(B) necessary preconstruction costs incurred
for architectural assistance, land options, ap-
plication fees, and similar items; and

(C) the cost of carrying out programs provid-
ing counseling or similar services to lower in-
come families for whom housing is being pro-
vided, in order to enable those families better
to achieve and afford adequate housing, in
such matters as home management, budget
management, and home maintenance.

(2) In order to be eligible for a grant or loan
under this subsection, the organization seeking
such assistance shall demonstrate to the satis-
faction of the Foundation that the funds re-
quested are not otherwise available from Fed-
eral sources: Provided, That a grant or loan
under this subsection may be provided to help
cover that portion of the cost of an eligible ac-
tivity not covered by Federal funds.

(3) The Foundation shall encourage coopera-
tion between public and private organizations
carrying out programs of homeownership and
housing opportunity for lower income families
and the neighborhoods and communities af-
fected by such programs. To help assure such co-
operation and in order to coordinate, to the
maximum extent feasible, any construction or
rehabilitation activities with the development
goals of the neighborhood or community af-
fected, no application for a loan or grant under
this subsection shall be considered unless such
application has been submitted to the governing
body of the community affected, or to such
other entity of local government as may be des-
ignated by the governing body, for such recom-
mendations as the local governing body or its
designee may desire to make. Any recommenda-
tions so made shall be given careful consider-

ation by the Foundation before taking final ac-
tion on any such application. If, upon the expi-
ration of thirty days after any such application
has been submitted to such governing body or
its designee, such body or designee fails to pro-
vide such recommendations, the application
may be considered without the benefit of such
recommendations.
(e) Coordination of activities and consultation

with Department of Housing and Urban De-
velopment and other Federal departments
and agencies

The Foundation shall coordinate its activities
and consult with the Department of Housing and
Urban Development and other Federal depart-
ments and agencies engaged in providing home-
ownership and housing opportunities for lower
income families.
(f) Annual report to the President and the Con-

gress; contents
(1) Not later than one hundred and twenty

days after the close of each fiscal year, the
Foundation shall prepare and submit to the
President and to the Congress a full report of its
activities during such year. Such report shall in-
clude an account of the Foundation’s experi-
ences with the efforts of private and public orga-
nizations to expand homeownership and housing
opportunities for lower income families, to-
gether with such recommendations as it deems
appropriate.

(2) Whenever in its judgement the general un-
availability of mortgage funds is sufficiently se-
rious to deter the Foundation from carrying out
its objective of expanding homeownership and
housing opportunities for lower income families,
the Foundation shall, in its annual report or in
a separate report to the President and the Con-
gress, state its findings and make such recom-
mendations for alternate means of financing
housing for such families as it deems appro-
priate.
(g) Audit of financial transaction; access to

records; report of audit; contents of report
(1) The financial transactions of the Founda-

tion shall be audited by the General Accounting
Office in accordance with the principles and pro-
cedures applicable to commercial corporate
transactions and under such rules and regula-
tions as may be prescribed by the Comptroller
General of the United States. The representa-
tives of the General Accounting Office shall
have access to all books, accounts, financial rec-
ords, reports, files, and all other papers, things,
or property belonging to or in use by the Foun-
dation and necessary to facilitate the audit, and
they shall be afforded full facilities for verifying
transactions with the balances or securities held
by depositories, fiscal agents, and custodians.
The audit shall cover the fiscal year correspond-
ing to that of the United States Government.

(2) A report of each such audit shall be made
by the Comptroller General to the Congress not
later than six and one-half months following the
close of the last year covered by such audit. The
report shall set forth the scope of the audit and
shall include a statement of assets and liabil-
ities, capital, and surplus or deficit; a statement
of sources and application of funds; and such
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comments and information as may be deemed
necessary to keep the Congress informed of the
operations and financial condition of the Foun-
dation, together with such recommendations
with respect thereto as the Comptroller General
may deem advisable. The report shall also show
specifically any program, expenditure, or other
financial transaction or undertaking, observed
in the course of the audit, which, in the opinion
of the Comptroller General, has been carried on
or made without authority of law. A copy of
each report shall be furnished to the President
and to the Foundation at the time submitted to
the Congress.
(h) Deposit of funds of Foundation

Funds of the Foundation shall be deposited, to
the extent practicable, in accounts with finan-
cial institutions which are actively engaged in
making loans or are otherwise carrying on ac-
tivities in furtherance of homeownership and
housing opportunities for lower income families.
(i) Authorization of appropriations

There is authorized to be appropriated to the
Foundation not to exceed $10,000,000 to carry out
the purposes of this section. Appropriations
made hereunder shall remain available until ex-
pended.

(Pub. L. 90–448, title I, § 107, Aug. 1, 1968, 82 Stat.
491; Pub. L. 93–604, title VI, § 604, Jan. 2, 1975, 88
Stat. 1963; Pub. L. 104–66, title I, § 1072(b), Dec.
21, 1995, 109 Stat. 721.)

REFERENCES IN TEXT

The District of Columbia Nonprofit Corporation Act,
referred to in subsec. (a)(2), is Pub. L. 87–569, Aug. 6,
1962, 76 Stat. 265, as amended, which is not classified to
the Code.

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1968, and not as part of the Na-
tional Housing Act which comprises this chapter.

AMENDMENTS

1995—Subsec. (g)(1). Pub. L. 104–66 struck out at end
‘‘Such audit shall be made at least once in every three
years.’’

1975—Subsec. (g)(1). Pub. L. 93–604, § 604(1), inserted
provision that the audit under this subsection shall be
made at least once in every three years.

Subsec. (g)(2). Pub. L. 93–604, § 604(2), substituted ‘‘six
and one-half months following the close of the last year
covered by such audit’’ for ‘‘January 15 following the
close of the fiscal year for which the audit was made’’.

TERMINATION OF REPORTING REQUIREMENTS

For termination, effective May 15, 2000, of provisions
in subsec. (f)(1) of this section relating to submittal of
an annual report to Congress, see section 3003 of Pub.
L. 104–66, as amended, set out as a note under section
1113 of Title 31, Money and Finance, and page 203 of
House Document No. 103–7.

OFFICE OF ECONOMIC OPPORTUNITY

Pub. L. 93–644, § 9(a), Jan. 4, 1975, 88 Stat. 2310 [42
U.S.C. 2941], amended the Economic Opportunity Act of
1964 [42 U.S.C. 2701 et seq.] to create the Community
Services Administration, an independent agency in the
executive branch, as the successor authority to the Of-
fice of Economic Opportunity, and provided that ref-
erences to the Office of Economic Opportunity or to its
Director were deemed to refer to the Community Serv-
ices Administration or its Director. The Community

Services Administration was terminated when the Eco-
nomic Opportunity Act of 1964, except for titles VIII
and X, was repealed, effective Oct. 1, 1981, by section
683(a) of Pub. L. 97–35, title VI, Aug. 13, 1981, 95 Stat.
519, which is classified to 42 U.S.C. 9912(a). An Office of
Community Services, headed by a Director, was estab-
lished in the Department of Health and Human Serv-
ices by section 676 of Pub. L. 97–35, which is classified
to 42 U.S.C. 9905.

§ 1701z. New technologies in the development of
housing for lower income families

(a) Institution of program; assistance to mobile
home buyers

In order to encourage the use of new housing
technologies in providing decent, safe, and sani-
tary housing for lower income families; to en-
courage large-scale experimentation in the use
of such technologies; to provide a basis for com-
parison of such technologies with existing hous-
ing technologies in providing such housing; and
to evaluate the effect of local housing codes and
zoning regulations on the large-scale use of new
housing technologies in the provision of such
housing, the Secretary of Housing and Urban
Development (hereinafter referred to as the
‘‘Secretary’’) shall institute a program under
which qualified organizations, public and pri-
vate, will submit plans for the development of
housing for lower income families, using new
and advanced technologies, on Federal land
which has been made available by the Secretary
for the purposes of this section, or on other land
where (1) local building regulations permit the
construction of experimental housing, or (2)
State or local law permits variances from build-
ing regulations in the construction of experi-
mental housing for the purpose of testing and
developing new building technologies.
(b) Approval of plans utilizing new housing tech-

nologies; considerations
The Secretary shall approve not more than

five plans utilizing new housing technologies
which are submitted to him pursuant to the pro-
gram referred to in subsection (a) of this section
and which he determines are most promising in
furtherance of the purposes of this section. In
making such determination the Secretary shall
consider—

(1) the potential of the technology employed
for producing housing for lower income fami-
lies on a large scale at a moderate cost;

(2) the extent to which the plan envisages
environmental quality;

(3) the possibility of mass production of the
technology; and

(4) the financial soundness of the organiza-
tion submitting the plan, and the ability of
such organization, alone or in combination
with other organizations, to produce at least
one thousand dwelling units a year utilizing
the technology proposed.

(c) Number of dwelling units to be constructed
for each type of technology; evaluation of
projects

In approving projects for mortgage insurance
under section 1715x(a)(2) of this title, the Sec-
retary shall seek to achieve the construction of
at least one thousand dwelling units a year over
a five-year period for each of the various types
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1 So in original. Probably should be ‘‘are’’.

of technologies proposed in approved plans
under subsection (b) of this section. The Sec-
retary shall evaluate each project with respect
to which assistance is extended pursuant to this
section with a view to determining (1) the de-
tailed cost breakdown per dwelling unit, (2) the
environmental quality achieved in each unit,
and (3) the effect which local housing codes and
zoning regulations have, or would have if appli-
cable, on the cost per dwelling unit.
(d) Transfer of surplus property

Notwithstanding the provisions of the Federal
Property and Administrative Services Act of
1949, any land which is excess property within
the meaning of such Act and which is deter-
mined by the Secretary to be suitable in fur-
therance of the purposes of this section may be
transferred to the Secretary upon his request.
(e) Report of findings; legislative recommenda-

tions
The Secretary shall, at the earliest prac-

ticable date, report his findings with respect to
projects assisted pursuant to this section (in-
cluding evaluations of each such project in ac-
cordance with subsection (c) of this section), to-
gether with such recommendations for addi-
tional legislation as he determines to be nec-
essary or desirable to expand the available sup-
ply of decent, safe, and sanitary housing for
lower income families through the use of tech-
nologies the efficacy of which has been dem-
onstrated under this section.

(Pub. L. 90–448, title I, § 108(a)–(e), Aug. 1, 1968, 82
Stat. 495, 496.)

REFERENCES IN TEXT

The Federal Property and Administrative Services
Act of 1949, referred to in subsec. (d), is act June 30,
1949, ch. 288, 63 Stat. 377, as amended. Except for title
III of the Act, which is classified generally to sub-
chapter IV (§ 251 et seq.) of chapter 4 of Title 41, Public
Contracts, the Act was repealed and reenacted by Pub.
L. 107–217, §§ 1, 6(b), Aug. 21, 2002, 116 Stat. 1062, 1304, as
chapters 1 to 11 of Title 40, Public Buildings, Property,
and Works.

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1968, and not as part of the Na-
tional Housing Act which comprises this chapter.

§ 1701z�1. Research and demonstrations; author-
ization of appropriations; continuing avail-
ability of funds

The Secretary of Housing and Urban Develop-
ment is authorized and directed to undertake
such programs of research, studies, testing, and
demonstration relating to the mission and pro-
grams of the Department as he determines to be
necessary and appropriate. There is 1 authorized
to be appropriated to carry out this title [12
U.S.C. 1701z–1 et seq.] $35,000,000 for fiscal year
1993 and $36,470,000 for fiscal year 1994.

(Pub. L. 91–609, title V, § 501, Dec. 31, 1970, 84
Stat. 1784; Pub. L. 94–375, § 23(a), Aug. 3, 1976, 90
Stat. 1078; Pub. L. 95–128, title II, § 204, Oct. 12,
1977, 91 Stat. 1129; Pub. L. 95–557, title III,
§ 305(a), Oct. 31, 1978, 92 Stat. 2097; Pub. L. 96–153,

title III, § 304, Dec. 21, 1979, 93 Stat. 1112; Pub. L.
96–399, title III, § 303, Oct. 8, 1980, 94 Stat. 1639;
Pub. L. 97–35, title III, § 337, Aug. 13, 1981, 95
Stat. 414; Pub. L. 98–181, title IV, § 466(a), Nov. 30,
1983, 97 Stat. 1236; Pub. L. 100–242, title V, § 564,
Feb. 5, 1988, 101 Stat. 1945; Pub. L. 101–625, title
IX, § 951(a), Nov. 28, 1990, 104 Stat. 4417; Pub. L.
102–550, title IX, § 901, Oct. 28, 1992, 106 Stat.
3866.)

REFERENCES IN TEXT

This title, referred to in text, is title V of the Hous-
ing and Urban Development Act of 1970, Pub. L. 91–609,
Dec. 31, 1970, 84 Stat. 1784, as amended, which is classi-
fied generally to section 1701z–1 et seq. of this title. For
complete classification of this Act to the Code, see
Short Title of 1970 Amendments note set out under sec-
tion 1701 of this title and Tables.

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1970, and not as part of the Na-
tional Housing Act which comprises this chapter.

AMENDMENTS

1992—Pub. L. 102–550 substituted ‘‘There is authorized
to be appropriated to carry out this title $35,000,000 for
fiscal year 1993 and $36,470,000 for fiscal year 1994.’’ for
‘‘There are authorized to be appropriated to carry out
this title $21,200,000 for fiscal year 1991 and $22,100,000
for fiscal year 1992. From any amounts appropriated
under this section for fiscal year 1991, the Secretary
shall use not more than $500,000 to carry out a dem-
onstration project to test affordable housing tech-
nologies, and shall include in the annual report under
section 3536 of title 42 (for the appropriate year) a
statement of the activities under the demonstration
program and findings resulting from the program. The
statement shall set forth the amount and use of funds
expended by the Secretary under the program for the
year relating to the report and the Secretary shall in-
clude such a statement in each such annual report for
each year that amounts appropriated under this section
are used under the demonstration. All funds so appro-
priated shall remain available until expended unless
specifically limited.’’

1990—Pub. L. 101–625 substituted provisions authoriz-
ing appropriations of $21,200,000 for 1991 and $22,100,000
for 1992, for provisions authorizing $17,000,000 for 1988
and $18,000,000 for 1989, and added provisions limiting
amount to be used for demonstration project in 1991
and requiring that annual report include statement re-
lating to such project.

1988—Pub. L. 100–242 substituted ‘‘There are author-
ized to be appropriated to carry out this title $17,000,000
for fiscal year 1988, and $18,000,000 for fiscal year 1989.’’
for ‘‘There are authorized to be appropriated for activi-
ties under this title not to exceed $19,000,000 for fiscal
year 1984, and such sums as may be necessary for fiscal
year 1985. Of the amount appropriated under the pre-
ceding sentence for fiscal year 1984, not less than
$2,000,000 shall be provided for implementation of a re-
search program to be developed in consultation with
public housing agencies, which program shall identify
current problems of public housing management, spe-
cific solutions to such problems, and incentives to en-
courage implementation of such solutions.’’

1983—Pub. L. 98–181 substituted provisions relating to
appropriations for fiscal years 1984 and 1985 and the ex-
penditure of not less than $2,000,000 for a public housing
management research program for provisions authoriz-
ing appropriations of $65,000,000 for fiscal 1977,
$60,000,000 for fiscal 1978, $62,000,000 for fiscal 1979,
$50,300,000 for fiscal 1980, $51,000,000 for fiscal 1981 and
$35,000,000 for fiscal 1982.

1981—Pub. L. 97–35 inserted provisions authorizing ap-
propriations for fiscal year 1982.

1980—Pub. L. 96–399 authorized appropriation of
$51,000,000 for fiscal year 1981.
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1979—Pub. L. 96–153 authorized appropriation of
$50,300,000 for fiscal year 1980.

1978—Pub. L. 95–557 substituted ‘‘not to exceed
$60,000,000 for the fiscal year 1978, and not to exceed
$62,000,000 for the fiscal year 1979’’ for ‘‘and not to ex-
ceed $60,000,000 for the fiscal year 1978’’.

1977—Pub. L. 95–128 authorized appropriation of
$60,000,000 for fiscal year 1978.

1976—Pub. L. 94–375 substituted provision authorizing
appropriations for fiscal year 1977 in an amount not ex-
ceeding $65,000,000 for provision which authorized sums
to be appropriated as may have been necessary.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

REHABILITATION DEMONSTRATION GRANT PROGRAM

Pub. L. 105–276, title V, § 599G, Oct. 21, 1998, 112 Stat.
2666, provided that:

‘‘(a) IN GENERAL.—The Secretary of Housing and
Urban Development shall, to the extent amounts are
provided in appropriation Acts to carry out this sec-
tion, carry out a program to demonstrate the effective-
ness of making grants for rehabilitation of single fam-
ily housing located within 10 demonstration areas des-
ignated by the Secretary. Of the areas designated by
the Secretary under this section—

‘‘(1) 6 shall be areas that have primarily urban
characteristics;

‘‘(2) 3 shall be areas that are outside of a metropoli-
tan statistical area; and

‘‘(3) 1 shall be an area that has primarily rural
characteristics.

In selecting areas, the Secretary shall provide for na-
tional geographic and demographic diversity.

‘‘(b) GRANTEES.—Grants under the program under this
section may be made only to agencies of State and
local governments and non-profit organizations operat-
ing within the demonstration areas.

‘‘(c) SELECTION CRITERIA.—In selecting among appli-
cations for designation of demonstration areas and
grants under this section, the Secretary shall con-
sider—

‘‘(1) the extent of single family residences located
in the proposed area that have rehabilitation needs;

‘‘(2) the ability and expertise of the applicant in
carrying out the purposes of the demonstration pro-
gram, including the availability of qualified housing
counselors and contractors in the proposed area will-
ing and able to participate in rehabilitation activi-
ties funded with grant amounts;

‘‘(3) the extent to which the designation of such
area and the grant award would promote affordable
housing opportunities;

‘‘(4) the extent to which selection of the proposed
area would have a beneficial effect on the neighbor-
hood or community in the area and on surrounding
areas;

‘‘(5) the extent to which the applicant has dem-
onstrated that grant amounts will be used to leverage
additional public or private funds to carry out the
purposes of the demonstration program;

‘‘(6) the extent to which lenders (including local
lenders and lenders outside the proposed area) are
willing and able to make loans for rehabilitation ac-
tivities assisted with grant funds; and

‘‘(7) the extent to which the application provides
for the involvement of local residents in the planning
of rehabilitation activities in the demonstration
area.
‘‘(d) USE OF GRANT FUNDS.—Funds from grants made

under this section may be used by grantees—
‘‘(1) to subsidize interest on loans, over a period of

not more than 5 years from the origination date of
the loan, made after the date of the enactment of this
Act [Oct. 21, 1998] for rehabilitation of any owner-oc-
cupied 1- to 4-family residence, including the pay-

ment of interest during any period in which a resi-
dence is uninhabitable because of rehabilitation ac-
tivities;

‘‘(2) to facilitate loans for rehabilitation of 1- to 4-
family properties previously subject to a mortgage
insured under the National Housing Act [12 U.S.C.
1701 et seq.] that has been foreclosed or for which in-
surance benefits have been paid, including to estab-
lish revolving loan funds, loan loss reserves, and
other financial structures; and

‘‘(3) to provide technical assistance in conjunction
with the rehabilitation of owner-occupied 1- to 4-fam-
ily residences, including counseling, selection con-
tractors, monitoring of work, approval of contractor
payments, and final inspection of work.
‘‘(e) DEFINITION OF REHABILITATION.—For purposes of

this section, the term ‘rehabilitation’ has the meaning
given such term in section 203(k)(2)(B) of the National
Housing Act (12 U.S.C. 1709(k)(2)(B)).

‘‘(f) AUTHORIZATION OF APPROPRIATIONS.—There is au-
thorized to be appropriated to the Secretary to carry
out this section such sums as may be necessary for
each of fiscal years 1999 through 2003.

‘‘(g) EFFECTIVE DATE.—This section shall take effect
on the date of the enactment of this Act [Oct. 21, 1998].’’

REPORT REGARDING RESEARCH ACTIVITIES

Section 951(b) of Pub. L. 101–625 directed Secretary of
Housing and Urban Development, not later than the ex-
piration of the 1-year period beginning on Nov. 28, 1990,
to submit to Congress a report listing and describing
various research activities, studies, testing, and dem-
onstration programs relating to mission and programs
of Department of Housing and Urban Development that
are being conducted, have concluded, or will conclude
during such period, pursuant to section 501 of the Hous-
ing and Urban Development Act of 1970 (12 U.S.C.
1701z–1), title V of such Act (12 U.S.C. 1701z–1 et seq.),
or any other authority, such report to include a state-
ment identifying the individual or entity that is con-
ducting each such activity, study, test, and demonstra-
tion program.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1701z–2, 1701z–4
to 1701z–7, 1701z–9 of this title.

§ 1701z�2. Advanced technologies, methods, and
materials for housing construction, rehabili-
tation, and maintenance

(a) General acceptance; costs, reduction; health
and safety restrictions on expanded housing
production

The Secretary shall require, to the greatest
extent feasible, the employment of new and im-
proved technologies, methods, and materials in
housing construction, rehabilitation, and main-
tenance under programs administered by him
with a view to reducing costs, and shall encour-
age and promote the acceptance and application
of such advanced technology, methods, and ma-
terials by all segments of the housing industry,
communities, industries engaged in urban devel-
opment activities, and the general public. To
the extent feasible, in connection with the con-
struction, major rehabilitation, or maintenance
of any housing assisted under section 1701z–1 of
this title, the Secretary shall assure that there
is no restraint by contract, building code, zoning
ordinance, or practice against the employment
of new or improved technologies, techniques,
materials, and methods or of preassembled prod-
ucts which may reduce the cost or improve the
quality of such construction, rehabilitation, and
maintenance, and therefore stimulate expanded
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production of housing, except where such re-
straint is necessary to insure safe and healthful
working and living conditions.
(b) Experimental construction under approved

housing plans on Federal or other lands with
view toward ultimate mass housing produc-
tion; use of section 1701z�1 funds and author-
ity

To encourage large-scale experimentation in
the use of new technologies, methods, and mate-
rials, with a view toward the ultimate mass pro-
duction of housing and related facilities, the
Secretary shall wherever feasible conduct pro-
grams under section 1701z–1 of this title in which
qualified organizations, public and private, will
submit plans for development and production of
housing and related facilities using such new ad-
vances on Federal land which has been made
available or acquired by the Secretary for the
purpose of this subsection or on other land
where (1) local building regulations permit such
experimental construction, or (2) necessary vari-
ances from building regulations can be granted.
The Secretary may utilize the funds and author-
ity available to him under the provisions of sec-
tion 1701z–1 of this title to assist in the imple-
mentation of plans which he approves.
(c) Acquisition, use, and disposal of property;

transfer of excess property
Notwithstanding any other provision of law,

the Secretary is authorized, in connection with
projects under this title [12 U.S.C. 1701z–1 et
seq.], to acquire, use and dispose of any land and
other property required for the project as he
deems necessary. Notwithstanding the provi-
sions of the Federal Property and Administra-
tive Services Act of 1949, any land which is ex-
cess property within the meaning of such Act
and which is determined by the Secretary to be
suitable in furtherance of the purposes of sub-
section (b) of this section may be transferred to
the Secretary upon his request.
(d) Technical assistance; reports; general dis-

semination and form of reports, data, and in-
formation

In order to effectively carry out his activities
under section 1701z–1 of this title, the Secretary
is authorized to provide such advice and tech-
nical assistance as may be required and to pay
for the cost of writing and publishing reports on
activities and undertakings financed under sec-
tion 1701z–1 of this title, as well as reports on
similar activities and undertakings, not so fi-
nanced, which are of significant value in fur-
thering the purposes of that section. He may dis-
seminate (without regard to the provisions of
section 3204 of title 39 or section 4154 of such
title with respect to any period before the effec-
tive date of such section 3204 as provided in sec-
tion 15(a) of the Postal Reorganization Act) any
reports, data, or information acquired or held
under this title [12 U.S.C. 1701z–1 et seq.], includ-
ing related data and information otherwise
available to the Secretary through the oper-
ation of the programs and activities of the De-
partment of Housing and Urban Development, in
such form as he determines to be most useful to
departments, establishments, and agencies of
Federal, State, and local governments, to indus-
try, and to the general public.

(e) Contracts or grants; authority; advance and
progress payments; work limitation

The Secretary is authorized to carry out the
functions authorized in section 1701z–1 of this
title either directly or, without regard to sec-
tion 5 of title 41, by contract or by grant. Ad-
vance and progress payment may be made under
such contracts or grants without regard to the
provisions of subsections (a) and (b) of section
3324 of title 31 and such contracts or grants may
be made for work to continue for not more than
four years from the date thereof.
(f) Utilization of facilities of other agencies;

working agreements, cooperative agree-
ments, contract authority, receipt of funds,
and exercise of section 1701c(c) powers

In carrying out activities under section 1701z–1
of this title, the Secretary shall utilize to the
fullest extent feasible the available facilities of
other Federal departments and agencies, and
shall consult with, and make recommendations
to, such departments and agencies. The Sec-
retary may enter into working agreements with
such departments and agencies and contract or
make grants on their behalf or have such de-
partments and agencies contract or make grants
on his behalf and such departments and agencies
are hereby authorized to execute such contracts
and grants. The Secretary is authorized to make
or accept reimbursement for the cost of such ac-
tivities. The Secretary is further authorized to
undertake activities under this title [12 U.S.C.
1701z–1 et seq.] under cooperative agreements
with industry and labor, agencies of State or
local governments, educational institutions, and
other organizations. He may enter into con-
tracts with and receive funds from such agen-
cies, institutions, and organizations, and may
exercise any of the other powers vested in him
by section 1701c(c) of this title.
(g) Information and data; restriction on use or

identification
The Secretary is authorized to request and re-

ceive such information or data as he deems ap-
propriate from private individuals and organiza-
tions, and from public agencies. Any such infor-
mation or data shall be used only for the pur-
poses for which it is supplied, and no publication
shall be made by the Secretary whereby the in-
formation or data furnished by any particular
person or establishment can be identified, ex-
cept with the consent of such person or estab-
lishment.

(Pub. L. 91–609, title V, § 502, Dec. 31, 1970, 84
Stat. 1784; Pub. L. 94–375, § 23(c), Aug. 3, 1976, 90
Stat. 1078; Pub. L. 98–479, title II, § 203(k), Oct.
17, 1984, 98 Stat. 2231.)

REFERENCES IN TEXT

This title, referred to in subsecs. (c), (d), and (f), is
title V of the Housing and Urban Development Act of
1970, Pub. L. 91–609, Dec. 31, 1970, 84 Stat. 1784, as
amended, which is classified generally to section
1701z–1 et seq., of this title. For complete classification
of this Act to the Code, see Short Title of 1970 Amend-
ments note set out under section 1701 of this title and
Tables.

The Federal Property and Administrative Services
Act of 1949, referred to in subsec. (c), is act June 30,
1949, ch. 288, 63 Stat. 377, as amended. Except for title
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III of the Act, which is classified generally to sub-
chapter IV (§ 251 et seq.) of chapter 4 of Title 41, Public
Contracts, the Act was repealed and reenacted by Pub.
L. 107–217, §§ 1, 6(b), Aug. 21, 2002, 116 Stat. 1062, 1304, as
chapters 1 to 11 of Title 40, Public Buildings, Property,
and Works.

For effective date of section 3204 of title 39 as pro-
vided in section 15(a) of the Postal Reorganization Act,
referred to in subsec. (d), see notes preceding section
101 and under section 3204 of Title 39, Postal Service.

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1970, and not as part of the Na-
tional Housing Act which comprises this chapter.

AMENDMENTS

1984—Subsec. (e). Pub. L. 98–479 substituted ‘‘sub-
sections (a) and (b) of section 3324 of title 31’’ for ‘‘sec-
tion 3648 of the Revised Statutes [31 U.S.C. 529]’’.

1976—Subsec. (f). Pub. L. 94–375 inserted ‘‘and such de-
partments and agencies are hereby authorized to exe-
cute such contracts and grants.’’ after ‘‘make grants on
his behalf’’.

§ 1701z�3. Experimental housing allowance pay-
ment program

(a) Purpose of payments
The Secretary is authorized to undertake on

an experimental basis programs to demonstrate
the feasibility of providing housing allowance
payments to assist families in meeting rental or
homeownership expenses.
(b) Termination date of payments; termination

date for contracts; contracts for performance
of administrative functions

(1) No housing allowance payments shall be
made after July 1, 1985. After January 1, 1975,
the Secretary shall not enter into contracts
under the United States Housing Act of 1937 [42
U.S.C. 1437 et seq.] to carry out the purposes of
this section. The Secretary may contract with
public or private agencies for the performance of
administrative functions in connection with the
programs authorized by this section.

(2) Notwithstanding the provisions of para-
graph (1), the Secretary shall, to the extent ap-
proved in appropriation Acts, extend the annual
contributions contracts for the experimental
housing allowance supply program through Sep-
tember 30, 1989, on the same terms and condi-
tions as the original contracts, for the sole pur-
pose of providing assistance for homeowners
participating in such program on June 1, 1983. In
extending such contracts, the Secretary may, to
the extent approved in appropriation Acts, use
authority available under section 5(c) of the
United States Housing Act of 1937 [42 U.S.C.
1437c(c)].
(c) Report to Congress

The Secretary shall report to the Congress on
his findings pursuant to this section not later
than eighteen months after August 22, 1974.

(Pub. L. 91–609, title V, § 504, Dec. 31, 1970, 84
Stat. 1786; Pub. L. 93–383, title VIII, § 804, Aug.
22, 1974, 88 Stat. 725; Pub. L. 94–375, § 23(b), Aug.
3, 1976, 90 Stat. 1078; Pub. L. 98–35, § 6(a), May 26,
1983, 97 Stat. 198.)

REFERENCES IN TEXT

The United States Housing Act of 1937, referred to in
subsec. (b)(1), is act Sept. 1, 1937, ch. 896, as revised gen-

erally by Pub. L. 93–383, title II, Aug. 22, 1974, 88 Stat.
653, which is classified to chapter 8 (§ 1437 et seq.) of
Title 42, The Public Health and Welfare. For complete
classification of this Act to the Code, see Short Title
note set out under section 1437 of Title 42 and Tables.

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1970, and not as part of the Na-
tional Housing Act which comprises this chapter.

AMENDMENTS

1983—Subsec. (b). Pub. L. 98–35 designated existing
provisions as par. (1) and added par. (2).

1976—Subsec. (b). Pub. L. 94–375 struck out provisions
which authorized the Secretary to make or contract to
make housing allowance payments, authorized sums to
be appropriated as necessary, including sums for con-
tract payments and administrative costs, and limited
the aggregate amount of contracts for making housing
allowance payments.

1974—Subsec. (a). Pub. L. 93–383 substituted provi-
sions authorizing the Secretary to undertake programs
on an experimental basis of housing allowance pay-
ments to assist families in meeting rental or home-
ownership expenses, for provisions authorizing the Sec-
retary in carrying out activities under section 1701z–1
of this title to undertake programs on an experimental
basis of housing allowances to assist families of low in-
come to obtain rental housing of their choice in exist-
ing units.

Subsec. (b). Pub. L. 93–383 substituted provisions re-
lating to the authority of the Secretary to make or
contract to make payments to or on behalf of partici-
pating families, authorizing appropriations, and setting
forth limits on the contracting power of the Secretary,
for provisions setting forth limitations on the amount
of family allowances and conditioning payment of such
allowances.

Subsec. (c). Pub. L. 93–383 substituted provisions re-
quiring the Secretary to report to Congress not later
than 18 months after Aug. 22, 1974, for provisions set-
ting forth the contracting authority of the Secretary
for services.

Subsec. (d). Pub. L. 93–383 struck out subsec. (d)
which set forth limits on aggregate family allowances
and authorizing appropriations to make payments.

Subsec. (e). Pub. L. 93–383 struck out subsec. (e)
which required a report to Congress by the Secretary as
soon as practicable in calendar years 1972 and 1973.

Subsec. (f). Pub. L. 93–383 struck out subsec. (f) which
defined ‘‘families of low income’’ and ‘‘existing stand-
ard housing’’.

Subsec. (g). Pub. L. 93–383 struck out subsec. (g)
which prohibited payments after June 30, 1973.

EFFECTIVE DATE OF 1983 AMENDMENT

Section 6(b) of Pub. L. 98–35 provided that: ‘‘The
amendments made by this section [amending this sec-
tion] shall become effective on October 1, 1983.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1701z–2 of this
title.

§ 1701z�4. Abandoned properties demonstration
project

(a) Grants for arrest of incipient abandonment
and revitalization of blighted areas

In carrying out activities under section 1701z–1
of this title, the Secretary may undertake pro-
grams to demonstrate the most feasible means
of providing assistance to localities in which a
substantial number of structures are abandoned
or are threatened with abandonment for the pur-
pose of arresting the process of housing aban-
donment in its incipiency or in restoring viabil-
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1 See References in Text note below.

ity to blighted areas in which abandonment is
pervasive. For this purpose, the Secretary is au-
thorized to make grants, subject to the limita-
tions of this section, to assist local public bodies
in planning and implementing demonstration
projects for prompt and effective action in alle-
viating and preventing such abandonment in
designated demonstration areas.
(b) Preferred projects; scope of projects

In administering this section, the Secretary
shall give preference to those demonstration
projects which in his judgment can reasonably
be expected to arrest the process of abandon-
ment in the demonstration area within a period
of two years and which provide for innovative
approaches to combating the problem of housing
abandonment. Such projects may include, but
shall not be limited to (1) acquisition by nego-
tiated purchase, lease, receivership, tax lien pro-
ceedings, or other means authorized by law and
satisfactory to the Secretary, of real property
within the demonstration area or areas which is
abandoned, deteriorated, or in violation of appli-
cable code standards; (2) the repair of streets,
sidewalks, parks, playgrounds, publicly owned
utilities, public buildings to meet needs consist-
ent with the revitalization and continued use of
the area; (3) the demolition of structures deter-
mined to be structurally unsound or unfit for
human habitation or which contribute adversely
to the physical or social environment of the lo-
cality involved; (4) the establishment of rec-
reational or community facilities including pub-
lic playgrounds; (5) the improvement of garbage
and trash collection, street cleaning and other
essential services necessary to the revitalization
and maintenance of the area; (6) the rehabilita-
tion of privately and publicly owned real prop-
erty by the locality; and (7) the establishment
and operation of locally controlled, nonprofit
housing management corporations and munici-
pal repair programs.
(c) Purchase or lease of project real estate at fair

market value for new or rehabilitated hous-
ing use; conditions

Subject to such conditions as the Secretary
may prescribe, real property held as part of a
project assisted under this section may be made
available to (1) a limited dividend corporation,
nonprofit corporation, or association, coopera-
tive or public body or agency, or other approved
purchaser or lessee, or (2) a purchaser who would
be eligible for a mortgage insured under section
1715l(d)(3) or (d)(4), section 1715l(h)(1), section
1715z(i) or (j)(1), or section 1715z–1 of this title,
for purchase or lease at fair market value for
use by such purchaser or lessee, as, or in the
provision of, new or rehabilitated housing for
occupancy by families or individuals of low or
moderate income.
(d) Amount of grants; authorization of appro-

priations; continuing availability of funds; lo-
cality limitation

Grants under this section shall be in amounts
which do not exceed 90 per centum of the net
project cost as determined by the Secretary.
There are authorized to be appropriated for dem-
onstration grants under this section not to ex-
ceed $20,000,000 for the fiscal year ending June

30, 1971. Any amounts appropriated shall remain
available until expended and any amount au-
thorized but not appropriated may be appro-
priated for any succeeding fiscal year commenc-
ing prior to July 1, 1972. Not more than one-
third of the aggregate amount of grants made in
any fiscal year under this section shall be made
with respect to projects undertaken by one lo-
cality.
(e) Projects as part of urban renewal projects for

purpose of application of urban renewal pro-
visions

The provisions of sections 1456, 1465, and 1466 1

of title 42, and section 1452b 1 of title 42, may
apply to projects assisted under this Act as if
such projects were being carried out in urban re-
newal areas as part of urban renewal projects
within the meaning of section 1460 1 of title 42.

(Pub. L. 91–609, title V, § 505, Dec. 31, 1970, 84
Stat. 1787; Pub. L. 99–386, title I, § 105(a), Aug. 22,
1986, 100 Stat. 822.)

REFERENCES IN TEXT

Sections 1456, 1460, and 1466 of title 42, referred to in
subsec. (e), were omitted from the Code pursuant to
section 5316 of Title 42, The Public Health and Welfare,
which terminated authority to make grants or loans
under those sections after Jan. 1, 1975.

Section 1465 of title 42, referred to in subsec. (e), was
repealed by Pub. L. 91–646, title II, § 220(a)(5), Jan. 2,
1971, 84 Stat. 1903. See section 4601 et seq. of Title 42.

Section 1452b of title 42, referred to in subsec. (e), was
repealed by Pub. L. 101–625, title II, § 289(b)(1), Nov. 28,
1990, 104 Stat. 4128.

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1970, and not as part of the Na-
tional Housing Act which comprises this chapter.

AMENDMENTS

1986—Subsec. (f). Pub. L. 99–386 struck out subsec. (f)
which related to annual reports to Congress by Sec-
retary with respect to status of demonstration
projects.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1701z–2 of this
title.

§ 1701z�5. Demonstrations of heating or cooling
residential housing utilizing solar energy

(a) Consultation by Secretary with National
Science Foundation; scope of demonstra-
tions; powers of Secretary

In carrying out activities under section 1701z–1
of this title, the Secretary may, after consulta-
tion with the National Science Foundation, un-
dertake demonstrations to determine the eco-
nomic and technical feasibility of utilizing solar
energy for heating or cooling residential hous-
ing (including demonstrations of new housing
design or structure involving the use of solar en-
ergy). Demonstrations carried out under this
section should involve both single family and
multifamily housing located in areas having dis-
tinguishable climatic characteristics in urban as
well as rural environments. To carry out the
purpose of this section the Secretary is author-
ized—
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(1) to enter into contracts with, to make
grants to, and to provide other types of assist-
ance to individuals and entities with special
competence and knowledge to contribute to
the planning, design, development, and oper-
ation of such housing;

(2) to utilize the contract, loan, or mortgage
insurance authority of any federally assisted
housing program in the actual planning, devel-
opment, and occupancy of such housing; and

(3) to set aside any development, construc-
tion, design, or occupancy requirements for
the purpose of any demonstration under this
section if he determines that such require-
ments inhibit such demonstration.

(b) Evaluation by Secretary
The Secretary shall include in any demonstra-

tion under this section an evaluation of the
demonstration to cover the full experience in-
volved in all stages of the demonstration.

(Pub. L. 91–609, title V, § 506, as added Pub. L.
93–383, title VIII, § 814, Aug. 22, 1974, 88 Stat. 738;
amended Pub. L. 99–386, title I, § 105(b), Aug. 22,
1986, 100 Stat. 822.)

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1970, and not as part of the Na-
tional Housing Act which comprises this chapter.

AMENDMENTS

1986—Subsec. (c). Pub. L. 99–386 struck out subsec. (c)
which related to reports to Congress by Secretary not
later than 6 months following close of year in which
the Secretary carried out demonstration under this
section.

§ 1701z�6. Special housing need research and
demonstration authority

(a) Special demonstrations of housing design,
structure, facilities, and amenities to meet
needs of elderly, handicapped, etc.; con-
tracts, grants, and assistance by Secretary

In carrying out activities under section 1701z–1
of this title, the Secretary may undertake spe-
cial demonstrations to determine the housing
design, the housing structure, and the housing-
related facilities, and amenities most effective
or appropriate to meet the needs of groups with
special housing needs including the elderly, the
handicapped, the displaced, single individuals,
broken families, and large households. For this
purpose, the Secretary is authorized to enter
into contracts with, to make grants to, and to
provide other types of assistance to individuals
and entities with special competence and knowl-
edge to contribute to the planning, develop-
ment, design, and management of such housing.
(b) Areas of preferential attention

In carrying out his functions under this sec-
tion, the Secretary shall give preferential atten-
tion to demonstrations which in his judgment
involve areas of housing user needs most ne-
glected in past and current research and dem-
onstration efforts.
(c) Utilization of contract and loan authority of

federally assisted housing programs; setting
aside of development, etc., requirements dur-
ing testing

The Secretary is authorized to undertake dem-
onstrations involving the actual planning, de-

velopment, and occupancy of housing utilizing
the contract and loan authority of any federally
assisted housing program. He is also authorized
to set aside any development, construction, de-
sign, and occupancy requirements, for the pur-
poses of these demonstrations, if in his judg-
ment they inhibit the testing of housing de-
signed to meet the special housing needs.
(d) Evaluation of demonstration

In carrying out this section, the Secretary
shall include, as part of any demonstration, an
evaluation of the demonstration to cover the
full experience involved in planning, develop-
ment, and occupancy.
(e) Limitation on amounts available for research

In addition to any other contract or loan au-
thority which the Secretary may utilize under
subsection (c) of this section, not more than
$10,000,000 from amounts approved in appropria-
tion Acts shall be available for research under
this section.

(Pub. L. 91–609, title V, § 507, as added Pub. L.
93–383, title VIII, § 815, Aug. 22, 1974, 88 Stat. 738.)

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1970, and not as part of the Na-
tional Housing Act which comprises this chapter.

INDIAN PUBLIC HOUSING EARLY CHILDHOOD
DEVELOPMENT DEMONSTRATION PROGRAM

Pub. L. 101–625, title V, § 518, Nov. 28, 1990, 104 Stat.
4201, as amended by Pub. L. 102–550, title I, § 124, Oct. 28,
1992, 106 Stat. 3709; Pub. L. 104–330, title V, § 501(d)(1),
Oct. 26, 1996, 110 Stat. 4042, authorized Secretary of
Housing and Urban Development to carry out dem-
onstration program in low-income housing developed or
operated pursuant to a contract between the Secretary
and an Indian housing authority in the same manner as
the demonstration program under section 222 of Pub. L.
98–181 was carried out, and further provided for funding
for demonstration program, limitations, and report to
Congress, prior to repeal by Pub. L. 105–276, title V,
§ 582(a)(7), Oct. 21, 1998, 112 Stat. 2643.

DEMONSTRATION PROJECT FOR ASSISTANCE TO UNITS OF
GENERAL LOCAL GOVERNMENT TO ENCOURAGE UP-
GRADING OF LOWER INCOME FAMILY HOUSING

Pub. L. 98–181, title II, § 225, Nov. 30, 1983, 97 Stat. 1191,
provided that:

‘‘(a) The Congress finds that—
‘‘(1) the Department of Health and Human Services

spends in excess of $5,000,000,000 annually for housing
in the form of allowances for shelter for public assist-
ance recipients;

‘‘(2) States administering the Department of Health
and Human Services public assistance program often
specify shelter allowances that have little relation-
ship to the cost or the quality of the housing in which
public assistance recipients live;

‘‘(3) at least 30 per centum of public assistance re-
cipients live in substandard housing;

‘‘(4) the older rental buildings in which many public
assistance recipients live are in those neighborhoods
that need the assistance of the programs of the De-
partment of Housing and Urban Development for
preservation and rehabilitation; and

‘‘(5) there is the potential for improving housing for
many lower income families by coordinating State
and local government efforts in order to assure that
families receiving public assistance payments from
the Department of Health and Human Services are
able to live in decent, safe, and sanitary housing.
‘‘(b) The purpose of this section, therefore, is to pro-

vide assistance to units of general local government
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and their designated agencies in order to develop a pro-
gram that will—

‘‘(1) encourage the upgrading of housing occupied
primarily by lower income families, including fami-
lies receiving assistance under the aid for families
with dependent children program established under
title IV of the Social Security Act [42 U.S.C. 601 et
seq.]; and

‘‘(2) provide for better coordination at the local
level of the efforts to assist families receiving public
assistance from the Department of Health and
Human Services so that these families will be able to
occupy affordable housing that is decent, safe, and
sanitary and that, if necessary, is rehabilitated with
funds provided by the Department of Housing and
Urban Development.
‘‘(c) The Secretary of Housing and Urban Develop-

ment (hereafter referred to in this section as the ‘Sec-
retary’) shall, to the extent approved in appropriation
Acts, establish and maintain a demonstration project
to carry out the purpose described in subsection (b).

‘‘(d) In carrying out such project, the Secretary shall
make grants to units of general local government, or
designated agencies thereof, to carry out administra-
tive plans approved by the Secretary in accordance
with subsection (e), and the Secretary may make
grants to States to provide technical assistance for the
purpose of assisting such units of general local govern-
ment to develop and carry out such plans.

‘‘(e)(1) Grants may be made to States and units of
general local government and agencies thereof that
apply for them in a manner and at a time determined
by the Secretary and that, in the case of units of gen-
eral local government and their agencies, are selected
on the basis of an administrative plan described in such
application.

‘‘(2) No such administrative plan shall be selected by
the Secretary unless it sets forth a plan for local gov-
ernment activities that are designed to—

‘‘(A) require or encourage owners of rental housing
occupied by lower income families to bring such
housing into compliance with local housing codes;

‘‘(B) provide technical assistance, loans, or grants
to assist owners described in subparagraph (A) to un-
dertake cost-effective improvements of such housing;

‘‘(C) work with the State to establish and imple-
ment a schedule of local shelter allowances for recipi-
ents of assistance under title IV of the Social Secu-
rity Act [42 U.S.C. 601 et seq.] based on building qual-
ity that will be applicable to buildings involved in
this program; and

‘‘(D) coordinate local housing inspection, housing
rehabilitation loan or grant assistance, rental assist-
ance, and social service programs for the purpose of
improving the quality and affordability of housing for
lower income families.
‘‘(3) Funds received from any grant made by the Sec-

retary to a unit of general local government shall be
made available for use according to the administrative
plans and may be used for—

‘‘(A) technical assistance or financial assistance to
property owners to upgrade housing projects de-
scribed in paragraph (2)(A) of this subsection;

‘‘(B) temporary rental assistance to families who
live in buildings assisted under this program and who
are eligible for, but are not receiving, assistance
under section 8 of the United States Housing Act of
1937 [42 U.S.C. 1437f], except that such families shall
not include families receiving assistance under title
IV of the Social Security Act [42 U.S.C. 601 et seq.],
and the amount of such rental assistance may not ex-
ceed 20 per centum of each grant received under this
section;

‘‘(C) housing counseling and referral and other
housing related services;

‘‘(D) expenses incurred in administering the pro-
gram carried out with funds received under this sec-
tion, except that such expenses may not exceed 10 per
centum of the grant received under this section; and

‘‘(E) other appropriate activities that are consist-
ent with the purposes of this section and that are ap-
proved by the Secretary.

‘‘(f) Any recipient of a grant from the Secretary
under this section shall agree to—

‘‘(1) contribute to the program an amount equal to
15 per centum of the funds received from the Sec-
retary under this section, and the Secretary shall
permit the recipient to meet this requirement by the
contribution of the value of services carried out spe-
cifically in connection with the program assisted
under this section;

‘‘(2) permit the Secretary and the General Account-
ing Office to audit its books in order to assure that
the funds received under this section are used in ac-
cordance with the section; and

‘‘(3) other terms and conditions prescribed by the
Secretary for the purpose of carrying out this section
in an effective and efficient manner.
‘‘(g) In making grants available under this section,

the Secretary shall select as recipients at least 20 units
of general local government (or their designated agen-
cies). The selection of proposals for funding shall be
based on criteria that result in a selection of projects
that will enable the Secretary to carry out the purpose
of this section in an effective and efficient manner and
provide a sufficient amount of data necessary to make
an evaluation of the demonstration project carried out
under this section.

‘‘(h)(1) Not later than June 1, 1984, the Secretary shall
transmit to the Congress an interim report on the im-
plementation of the demonstration under this section.

‘‘(2) The Secretary shall transmit, not later than Oc-
tober 1, 1985, to both Houses of the Congress a detailed
report concerning the findings and conclusions that
have been reached by the Secretary as a result of carry-
ing out this section, along with any legislative recom-
mendations that the Secretary determines are nec-
essary.

‘‘(i) To carry out this section, there are authorized to
be appropriated not to exceed $10,000,000 during fiscal
year 1984, and not to exceed $15,000,000 during fiscal
year 1985, to remain available until expended.’’

PUBLIC HOUSING EARLY CHILDHOOD DEVELOPMENT
PROGRAM

Pub. L. 98–181, title II, § 222, Nov. 30, 1983, 97 Stat. 1188,
as amended by Pub. L. 100–242, title I, § 117, Feb. 5, 1988,
101 Stat. 1826; Pub. L. 100–628, title X, § 1002, Nov. 7, 1988,
102 Stat. 3263; Pub. L. 101–625, title V, § 517, Nov. 28, 1990,
104 Stat. 4200; Pub. L. 102–550, title I, § 123, Oct. 28, 1992,
106 Stat. 3709, which authorized Secretary of Housing
and Urban Development to carry out demonstration
program of making grants to nonprofit organizations
to assist in providing early childhood development
services in or near lower income housing projects, and
required report to Congress setting forth findings and
conclusions not later than three years after Feb. 5, 1988,
was repealed by Pub. L. 105–276, title V, § 582(a)(6), Oct.
21, 1998, 112 Stat. 2643.

PUBLIC HOUSING SECURITY

Pub. L. 96–399, title II, § 209, Oct. 8, 1980, 94 Stat. 1635,
provided that:

‘‘(a) This section may be cited as the ‘Public Housing
Anti-Crime Amendments of 1980’.

‘‘(b) The Congress finds that—
‘‘(1) public housing and surrounding neighborhoods

continue to suffer substantially from rising crime
and the fear of crime;

‘‘(2) funding to provide more security for public
housing can be used to leverage funding from other
sources and thereby produce more successful anti-
crime efforts;

‘‘(3) the effects of inflation and the need for reduc-
tions in the budget of the Federal Government result
in a need for more co-targeting of Federal and local
anti-crime resources;

‘‘(4) as authorized by the Public Housing Security
Demonstration Act of 1978 [set out below], the Urban
Initiatives Anti-Crime Program has performed in a
promising manner; and
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‘‘(5) the First Annual Report to Congress of the
Urban Initiatives Anti-Crime Program and the two
General Accounting Office reports to Congress on
such Program have provided useful suggestions which
can now be implemented.
‘‘(c) It is, therefore, the purpose of this section to

continue the efforts of the Urban Initiatives Anti-
Crime Program so that more progress can be made in
providing secure, decent, safe, and sanitary dwelling
units for low-income and elderly tenants in public
housing projects.

‘‘(d) [This subsection amended section 207 of Pub. L.
95–557, set out below.].’’

Pub. L. 95–557, title II, § 207, Oct. 31, 1978, 92 Stat. 2093,
as amended by Pub. L. 96–399, title II, § 209(d), Oct. 8,
1980, 94 Stat. 1635; Pub. L. 98–479, title II, § 201(i), Oct. 17,
1984, 98 Stat. 2228; Pub. L. 103–82, title IV, § 405(c), Sept.
21, 1993, 107 Stat. 921, provided that:

‘‘(a) This section may be cited as the ‘Public Housing
Security Demonstration Act of 1978’.

‘‘(b)(1) The Congress finds that—
‘‘(A) low-income and elderly public housing resi-

dents of the Nation have suffered substantially from
rising crime and violence, and are being threatened
as a result of inadequate security arrangements for
the prevention of physical violence, theft, burglary,
and other crimes;

‘‘(B) older persons generally regard the fear of
crime as the most serious problem in their lives, to
the extent that one-fourth of all Americans over 65
voluntarily restrict their mobility because of it;

‘‘(C) crime and the fear of crime have led some resi-
dents to move from public housing projects;

‘‘(D) an integral part of successfully providing de-
cent, safe, and sanitary dwellings for low-income per-
sons is to insure that the housing is secure;

‘‘(E) local public housing authorities may have in-
adequate security arrangements for the prevention of
crime and vandalism; and

‘‘(F) action is needed to provide for the security of
public housing residents and to preserve the Nation’s
investment in its public housing stock.
‘‘(2) It is, therefore, declared to be the policy of the

United States to provide for a demonstration and eval-
uation of effective means of mitigating crime and van-
dalism in public housing projects, in order to provide a
safe living environment for the residents, particularly
the elderly residents, of such projects.

‘‘(c)(1) The Secretary of Housing and Urban Develop-
ment shall promptly initiate and carry out during the
fiscal year beginning on October 1, 1978, to the extent
approved in appropriation Acts, a program for the de-
velopment, demonstration, and evaluation of improved,
innovative community anticrime and security meth-
ods, concepts and techniques which will mitigate the
level of crime in public housing projects and their sur-
rounding neighborhoods.

‘‘(2) In selecting public housing projects to receive as-
sistance under this section, the Secretary shall assure
that a broad spectrum of project types, locations and
tenant populations are represented and shall consider
at least the following: the extent of crime and vandal-
ism currently existing in the projects; the extent, na-
ture and quality of community anticrime efforts in the
projects and surrounding areas; the extent, nature and
quality of police and other protective services available
to the projects and their tenants; the demand for public
housing units in the locality, the vacancy rate, and ex-
tent of abandonment of such units; and the characteris-
tics and needs of the public housing tenants.

‘‘(3) In selecting the anticrime and security methods,
concepts and techniques to be demonstrated under this
section, the Secretary shall consider the improvement
of physical security equipment or dwelling units in
those projects, social and environmental design im-
provements, tenant awareness and volunteer programs,
tenant participation and employment in providing se-
curity services, and such other measures as deemed
necessary or appropriate by the Secretary. Particular
attention shall be given to comprehensive community

anticrime and security plans submitted by public hous-
ing authorities which (i) provide for coordination be-
tween public housing management and local law en-
forcement officials, or (ii) coordinate resources avail-
able to the community through programs funded by the
Law Enforcement Assistance Administration, the De-
partment of Health and Human Services, the Depart-
ment of Labor, the Community Services Administra-
tion, and the Corporation for National and Community
Service, or other Federal or State agencies.

‘‘(4) In carrying out the provisions of this section, the
Secretary shall coordinate and jointly target resources
with other agencies, particularly the Law Enforcement
Assistance Administration, the Department of Health
and Human Services, the Department of Labor, the De-
partment of Justice, the Department of the Interior,
the Department of Commerce, the Department of Edu-
cation, the Corporation for National and Community
Service, the Community Services Administration, and
State and local agencies.

‘‘(5) In order to assess the impact of crime and van-
dalism in public housing projects, the Secretary may,
as part of the Annual Housing Survey conducted by the
Department of Housing and Urban Development or by
other means, collect data on crime and vandalism and
integrate the data collection with the victimization
surveys undertaken by the Department of Justice and
the Department of Commerce.

‘‘(6) The Secretary shall, to the maximum extent
practicable, utilize information derived from the pro-
gram authorized by this section for assisting in estab-
lishing (A) guidelines to be used by public housing au-
thorities in determining strategies to meet the security
needs of tenants of public housing projects assisted
under the United States Housing Act of 1937 [42 U.S.C.
1437 et seq.] other than under section 8 of such Act [42
U.S.C. 1437f], and (B) guidelines for improvements re-
lating to the security of projects (and the tenants liv-
ing in such projects) assisted under section 14 of such
Act [42 U.S.C. 1437l].

‘‘(d) The Secretary shall initiate and carry out a sur-
vey of crime and vandalism existing in the Nation’s
public housing projects. The survey shall include the
nature, extent and impact of crime and vandalism and
the nature and extent of resources currently available
and employed to alleviate crime and vandalism in pub-
lic housing.

‘‘(e) The Secretary shall report to the Congress not
later than eighteen months after the date of enactment
of the Housing and Community Development Act of
1980 [Oct. 8, 1980]. Such report shall include the results
of the survey on crime and vandalism in public hous-
ing; findings from the demonstration and evaluation of
various methods of reducing the level of crime; and leg-
islative recommendations, if appropriate for (A) a com-
prehensive program to increase security in public hous-
ing projects and (B) increasing the coordination be-
tween anticrime programs of other State and Federal
agencies that may be used by public housing authori-
ties. Any recommendations shall include estimated
costs of such programs.

‘‘(f) Of the additional authority approved in appro-
priation Acts with respect to entering into annual con-
tributions contracts under section 5(c) of the United
States Housing Act of 1937 [42 U.S.C. 1437c(c)] for the
fiscal year beginning on October 1, 1978, the Secretary
may utilize up to $12,000,000 of such authority in the fis-
cal year beginning on October 1, 1978, for the establish-
ment of the public housing security demonstration pro-
gram authorized by this section. Of the authority ap-
proved in appropriation Acts for the purpose of enter-
ing into annual contributions contracts under section
5(c) of the United States Housing Act of 1937 with re-
spect to the fiscal year beginning on October 1, 1980,
the Secretary may enter into contracts to carry out
this section, except that the aggregate amount obli-
gated over the duration of such contracts may not ex-
ceed $10,000,000.’’
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§ 1701z�7. Studies to determine extent of need for
counseling to mortgagors; report to Congress

(a) In carrying out activities under section
1701z–1 of this title, the Secretary is directed to
undertake programs of studies and demonstra-
tions within at least three standard metropoli-
tan statistical areas to determine the extent of
need for and cost effectiveness of providing pre-
purchase, default and delinquency counseling
and related services to owners and purchasers of
single-family dwellings insured or to be insured
under the unsubsidized mortgage insurance pro-
grams of the National Housing Act [12 U.S.C.
1701 et seq.].

(b) Within one year from August 3, 1976, the
Secretary shall submit an interim report to the
Congress with respect to the progress made
under such studies and demonstrations, includ-
ing an estimate as to the date when a final re-
port on the results of such demonstrations will
be made available to the Congress.

(Pub. L. 91–609, title V, § 508, as added Pub. L.
94–375, § 26, Aug. 3, 1976, 90 Stat. 1078.)

REFERENCES IN TEXT

The National Housing Act, referred to in subsec. (a),
is act June 27, 1934, ch. 847, 48 Stat. 1246, as amended,
which is classified principally to this chapter (§ 1701 et
seq.). For complete classification of this Act to the
Code, see section 1701 of this title and Tables.

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1970, and not as part of the Na-
tional Housing Act which comprises this chapter.

§ 1701z�8. Energy conservation and renewable-re-
source demonstration

(a) National demonstration program; purpose
The Secretary shall undertake a national dem-

onstration program designed to test the feasibil-
ity and effectiveness of various forms of finan-
cial assistance for encouraging the installation
or implementation of approved energy conserva-
tion measures and approved renewable-resource
energy measures in existing dwelling units. The
Secretary shall carry out such demonstration
program with a view toward recommending a
national program or programs designed to re-
duce significantly the consumption of energy in
existing dwelling units.
(b) Financial assistance to owners and tenants of

dwelling units; authorization of Secretary
The Secretary is authorized to make financial

assistance available pursuant to this section in
the form of grants, low-interest-rate loans, in-
terest subsidies, loan guarantees, and such other
forms of assistance as the Secretary deems ap-
propriate to carry out the purposes of this sec-
tion. Assistance may be made available to both
owners of dwelling units and tenants occupying
such units.
(c) Duties of Secretary

In carrying out the demonstration program re-
quired by this section, the Secretary shall—

(1) provide assistance in a wide variety of ge-
ographic areas to reflect differences in cli-
mate, types of dwelling units, and income lev-
els of recipients in order to provide a national

profile for use in designing a program which is
to be operational and effective nationwide;

(2) evaluate the appropriateness of various
financial incentives for different income levels
of owners and occupants of existing dwelling
units;

(3) take into account and evaluate any other
financial assistance which may be available
for the installation or implementation of en-
ergy conservation and renewable-resource en-
ergy measures;

(4) make use of such State and local instru-
mentalities or other public or private entities
as may be appropriate in carrying out the pur-
poses of this section in coordination with the
provisions of part C of title III of the Energy
Policy and Conservation Act [42 U.S.C. 6321 et
seq.];

(5) consider, with respect to various forms of
assistance and procedures for their applica-
tion, (A) the extent to which energy conserva-
tion measures and renewable-resource energy
measures are encouraged which would other-
wise not have been undertaken, (B) the mini-
mum amount of Federal subsidy necessary to
achieve the objectives of a national program,
(C) the costs of administering the assistance,
(D) the extent to which the assistance may be
encumbered by delays, redtape, and uncer-
tainty as to its availability with respect to
any particular applicant, (E) the factors which
may prevent the assistance from being avail-
able in certain areas or for certain classes of
persons, and (F) the extent to which fraudu-
lent practices can be prevented; and

(6) consult with the Administrator, the Sec-
retary of Housing and Urban Development,
and the heads of such other Federal agencies
as may be appropriate.

(d) Limitations on grants; modification and ex-
ceptions to limitation; eligibility

(1) The amount of any grant made pursuant to
this section shall not exceed the lesser of—

(A) with respect to an approved energy con-
servation measure, (i) $400, or (ii) 20 per cen-
tum of the cost of installing or otherwise im-
plementing such measure; and

(B) with respect to an approved renewable-
resource energy measure, (i) $2,000, or (ii) 25
per centum of the cost of installing or other-
wise implementing such measure.

The Secretary may, by rule, increase such per-
centages and amounts in the case of an appli-
cant whose annual gross family income for the
preceding taxable year is less than the median
family income for the housing market area in
which the dwelling unit which is to be modified
by such measure is located, as determined by
the Secretary. The Secretary may also modify
the limitations specified in this paragraph if
necessary in order to achieve the purposes of
this section.

(2) No person shall be eligible for both finan-
cial assistance under this section and a credit
against income tax for the same energy con-
servation measure or renewable-resource energy
measure.
(e) Conditions upon availability of financial as-

sistance
The Secretary may condition the availability

of financial assistance with respect to the in-
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stallation and implementation of any renew-
able-resource energy measure on such measure’s
meeting performance standards for reliability
and efficiency and such certification procedures
as the Secretary may, in consultation with the
Administrator, the Secretary of Housing and
Urban Development, and other appropriate Fed-
eral agencies, prescribe for the purpose of pro-
tecting consumers.

(f) Implementation of program
In carrying out the demonstration program re-

quired by this section, the Secretary is author-
ized to delegate responsibilities to, or to con-
tract with, other Federal agencies or with such
State or local instrumentalities or other public
or private bodies as the Secretary may deem de-
sirable. Such demonstration program shall be
coordinated, to the extent practicable, with the
State energy conservation plans as described in,
and implemented pursuant to, part C of title III
of the Energy Policy and Conservation Act [42
U.S.C. 6321 et seq.].

(g) Interim and final reports on program
progress, findings, and legislative recom-
mendations; criteria for evaluation of
projects

The Secretary shall submit an interim report
to the Congress not later than 6 months after
August 14, 1976, (and every 6 months thereafter
until the final report is made under this sub-
section) indicating the progress made in carry-
ing out the demonstration program required by
this section and shall submit a final report to
the Congress, containing findings and legislative
recommendations, not later than 2 years after
August 14, 1976. As part of each report made
under this subsection, the Secretary shall in-
clude an evaluation, based on the criteria de-
scribed in subsection (h) of this section, of each
demonstration project conducted under this sec-
tion.

(h) Report on evaluation criteria to be used and
results sought prior to funding of projects

Prior to undertaking any demonstration proj-
ect under this section, the Secretary shall speci-
fy and report to the Congress the criteria by
which the Secretary will evaluate the effective-
ness of the project and the results to be sought.

(i) Definitions
As used in this section:

(1) The term ‘‘Administrator’’ means the Ad-
ministrator of the Federal Energy Administra-
tion; except that after such Administration
ceases to exist, such term means any officer of
the United States designated by the President
for purposes of this section.

(2) The term ‘‘approved’’, with respect to an
energy conservation measure or a renewable-
resource energy measure, means any such
measure which is included on a list of such
measures which is published by the Adminis-
trator of the Federal Energy Administration
pursuant to section 365(e)(1) of the Energy Pol-
icy and Conservation Act [42 U.S.C. 6325(e)(1)].
The Administrator may, by rule, require that
an energy audit be conducted as a condition of
obtaining assistance under this section for a
renewable-resource energy measure.

(3) The terms ‘‘energy audit’’, ‘‘energy con-
servation measure’’, and ‘‘renewable-resource
energy measure’’ have the meanings pre-
scribed for such terms in section 366 of the En-
ergy Policy and Conservation Act [42 U.S.C.
6326].

(j) Authorization of appropriations
There is authorized to be appropriated, for

purposes of this section, not to exceed
$200,000,000. Any amount appropriated pursuant
to this subsection shall remain available until
expended.

(Pub. L. 91–609, title V, § 509, as added Pub. L.
94–385, title IV, § 441, Aug. 14, 1976, 90 Stat. 1162;
amended Pub. L. 95–91, title VII, § 709(d), Aug. 4,
1977, 91 Stat. 608.)

REFERENCES IN TEXT

The Energy Policy and Conservation Act, referred to
in subsecs. (c)(4) and (f), is Pub. L. 94–163, Dec. 22, 1975,
89 Stat. 871, as amended. Part C of title III of such act
is classified generally to part B (§ 6321 et seq.) of sub-
chapter III of chapter 77 of Title 42, The Public Health
and Welfare. For complete classification of this Act to
the Code, see Short Title note set out under section
6201 of Title 42 and Tables.

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1970, and not as part of the Na-
tional Housing Act which comprises this chapter.

AMENDMENTS

1977—Subsecs. (c)(6), (e). Pub. L. 95–91 inserted ‘‘, the
Secretary of Housing and Urban Development,’’ after
‘‘the Administrator’’.

TRANSFER OF FUNCTIONS

Functions vested in Secretary of Housing and Urban
Development under this section transferred to Sec-
retary of Energy by section 7154(b) of Title 42, The Pub-
lic Health and Welfare.

Federal Energy Administration terminated and func-
tions vested by law in Administrator thereof trans-
ferred to Secretary of Energy (unless otherwise specifi-
cally provided) by sections 7151(a) and 7293 of Title 42.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1701z–2 of this
title; title 42 sections 6325, 7154.

§ 1701z�9. Expansion of home ownership opportu-
nities in urban areas

In carrying out activities under section 1701z–1
of this title, the Secretary is authorized to con-
duct demonstrations to determine the feasibil-
ity of expanding homeownership opportunities
in urban areas and encouraging the creation and
maintenance of decent, safe, and sanitary hous-
ing in such areas by utilizing techniques includ-
ing, but not limited to, the conversion of multi-
family housing properties to condominium or
cooperative ownership by individuals and fami-
lies.

(Pub. L. 91–609, title V, § 510, as added Pub. L.
95–557, title III, § 305(b), Oct. 31, 1978, 92 Stat.
2097.)

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1970, and not as part of the Na-
tional Housing Act which comprises this chapter.
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STUDY TO DETERMINE FEASIBILITY OF UNDERGROUND
CONSTRUCTION OF RESIDENTIAL HOUSING

Section 305(c) of Pub. L. 95–557 required the Secretary
to study the feasibility of underground construction of
residential housing and necessary changes in housing
codes and financing, and report to Congress no later
than one year after Oct. 31, 1978 as to the findings and
recommendations of legislative enactments as a result
of the study.

§ 1701z�10. Model rehabilitation guidelines in in-
spection and approval of rehabilitated prop-
erties; report to Congress

(a)(1) The Secretary shall develop model reha-
bilitation guidelines for the voluntary adoption
by States and communities to be used in con-
junction with existing building codes by State
and local officials in the inspection and approval
of rehabilitated properties.

(2) Such guidelines shall be developed in con-
sultation with the National Institute of Build-
ing Sciences, appropriate national organizations
of agencies and officials of State and local gov-
ernments, representatives of the building indus-
try, and consumer groups, and other interested
parties.

(3) The Secretary shall publish such guidelines
for public comment not later than one year
after October 31, 1978, and promulgate them no
later than eighteen months after such date.

(4) The Secretary may furnish technical as-
sistance to State and local governments to fa-
cilitate the use and implementation of such
guidelines.

(b) The Secretary shall report to Congress not
later than thirty-six months after October 31,
1978, regarding (1) actions taken by State and
local governments to adopt guidelines or their
equivalents, and (2) recommendations for fur-
ther action.

(Pub. L. 91–609, title V, § 511, as added Pub. L.
95–557, title IX, § 903, Oct. 31, 1978, 92 Stat. 2125.)

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1970, and not as part of the Na-
tional Housing Act which comprises this chapter.

§ 1701z�10a. Biennial survey of economic and
housing market conditions

The Secretary shall, not less than biennially,
survey national, regional, and local economic
and housing market conditions in a manner that
provides data comparable to the data collected
in such survey conducted in 1981.

(Pub. L. 91–609, title V, § 512, as added Pub. L.
98–181, title IV, § 466(b), Nov. 30, 1983, 97 Stat.
1236.)

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1970, and not as part of the Na-
tional Housing Act which comprises this chapter.

§ 1701z�11. Management and disposition of multi-
family housing projects

(a) Goals
The Secretary of Housing and Urban Develop-

ment shall manage or dispose of multifamily
housing projects that are owned by the Sec-

retary or that are subject to a mortgage held by
the Secretary in a manner that—

(1) is consistent with the National Housing
Act [12 U.S.C. 1701 et seq.] and this section;

(2) will protect the financial interests of the
Federal Government; and

(3) will, in the least costly fashion among
reasonable available alternatives, address the
goals of—

(A) preserving certain housing so that it
can remain available to and affordable by
low-income persons;

(B) preserving and revitalizing residential
neighborhoods;

(C) maintaining existing housing stock in
a decent, safe, and sanitary condition;

(D) minimizing the involuntary displace-
ment of tenants;

(E) maintaining housing for the purpose of
providing rental housing, cooperative hous-
ing, and homeownership opportunities for
low-income persons;

(F) minimizing the need to demolish
multifamily housing projects;

(G) supporting fair housing strategies; and
(H) disposing of such projects in a manner

consistent with local housing market condi-
tions.

In determining the manner in which a project is
to be managed or disposed of, the Secretary may
balance competing goals relating to individual
projects in a manner that will further the pur-
poses of this section.
(b) Definitions

For purposes of this section:
(1) Multifamily housing project

The term ‘‘multifamily housing project’’
means any multifamily rental housing project
which is, or prior to acquisition by the Sec-
retary was, assisted or insured under the Na-
tional Housing Act [12 U.S.C. 1701 et seq.], or
was subject to a loan under section 1701q of
this title.
(2) Subsidized project

The term ‘‘subsidized project’’ means a
multifamily housing project that, imme-
diately prior to the assignment of the mort-
gage on such project to, or the acquisition of
such mortgage by, the Secretary, was receiv-
ing any of the following types of assistance:

(A) Below market interest rate mortgage
insurance under the proviso of section
221(d)(5) of the National Housing Act [12
U.S.C. 1715l(d)(5)].

(B) Interest reduction payments made in
connection with mortgages insured under
section 236 of the National Housing Act [12
U.S.C. 1715z–1].

(C) Direct loans made under section 1701q
of this title.

(D) Assistance in the form of—
(i) rent supplement payments under sec-

tion 101 of the Housing and Urban Develop-
ment Act of 1965 [12 U.S.C. 1701s],

(ii) additional assistance payments
under section 236(f)(2) of the National
Housing Act [12 U.S.C. 1715z–1(f)(2)],

(iii) housing assistance payments made
under section 23 of the United States Hous-
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ing Act of 1937 [42 U.S.C. 1421b] (as in effect
before January 1, 1975), or

(iv) housing assistance payments made
under section 8 of the United States Hous-
ing Act of 1937 [42 U.S.C. 1437f] (excluding
payments made for tenant-based assist-
ance under section 8),

if (except for purposes of section 183(c) of the
Housing and Community Development Act
of 1987) such assistance payments are made
to more than 50 percent of the units in the
project.

(3) Formerly subsidized project
The term ‘‘formerly subsidized project’’

means a multifamily housing project owned by
the Secretary that was a subsidized project
immediately prior to its acquisition by the
Secretary.
(4) Unsubsidized project

The term ‘‘unsubsidized project’’ means a
multifamily housing project owned by the Sec-
retary that is not a subsidized project or a for-
merly subsidized project.
(5) Affordable

A unit shall be considered affordable if—
(A) for units occupied—

(i) by very low-income families, the rent
does not exceed 30 percent of 50 percent of
the area median income, as determined by
the Secretary, with adjustments for small-
er and larger families; and

(ii) by low-income families other than
very low-income families, the rent does
not exceed 30 percent of 80 percent of the
area median income, as determined by the
Secretary, with adjustments for smaller
and larger families; or

(B) the unit, or the family residing in the
unit, is receiving assistance under section 8
of the United States Housing Act of 1937 [42
U.S.C. 1437f].

(6) Low-income families and very low-income
families

The terms ‘‘low-income families’’ and ‘‘very
low-income families’’ shall have the meanings
given the terms in section 3(b) of the United
States Housing Act of 1937 [42 U.S.C. 1437a(b)].
(7) Preexisting tenant

The term ‘‘preexisting tenant’’ means, with
respect to a multifamily housing project ac-
quired pursuant to this section by a purchaser
other than the Secretary at foreclosure or
after sale by the Secretary, a family that re-
sides in a unit in the project immediately be-
fore the acquisition of the project by the pur-
chaser.
(8) Market area

The term ‘‘market area’’ means a market
area determined by the Secretary.
(9) Secretary

The term ‘‘Secretary’’ means the Secretary
of Housing and Urban Development.

(c) Disposition of property
(1) Disposition to purchasers

In carrying out this section, the Secretary
may dispose of a multifamily housing project

owned by the Secretary on a negotiated, com-
petitive bid, or other basis, on such terms as
the Secretary deems appropriate considering
the low-income character of the project and
consistent with the goals in subsection (a) of
this section, only to a purchaser determined
by the Secretary to be capable of—

(A) satisfying the conditions of the dis-
position plan developed under paragraph (2)
for the project;

(B) implementing a sound financial and
physical management program that is de-
signed to enable the project to meet antici-
pated operating and repair expenses to en-
sure that the project will remain in decent,
safe, and sanitary condition and in compli-
ance with any standards under applicable
State or local laws, rules, ordinances, or reg-
ulations relating to the physical condition
of the housing and any such standards estab-
lished by the Secretary;

(C) responding to the needs of the tenants
and working cooperatively with tenant orga-
nizations;

(D) providing adequate organizational,
staff, and financial resources to the project;
and

(E) meeting such other requirements as
the Secretary may determine.

(2) Disposition plan
(A) In general

Prior to the sale of a multifamily housing
project that is owned by the Secretary, the
Secretary shall develop an initial disposition
plan for the project that specifies the mini-
mum terms and conditions of the Secretary
for disposition of the project, the initial
sales price that is acceptable to the Sec-
retary, and the assistance that the Sec-
retary plans to make available to a prospec-
tive purchaser in accordance with this sec-
tion.
(B) Market-wide plans

In developing the initial disposition plan
under this subsection for a multifamily
housing project located in a market area in
which at least 1 other multifamily housing
project owned by the Secretary is located,
the Secretary may coordinate the disposi-
tion of all such multifamily housing projects
located within the same market area to the
extent and in such manner as the Secretary
determines appropriate to carry out the
goals under subsection (a) of this section.
(C) Sales price

The initial sales price shall be reasonably
related to the intended use of the project
after sale, any rehabilitation requirements
for the project, the rents for units in the
project that can be supported by the market,
the amount of rental assistance available for
the project under section 8 of the United
States Housing Act of 1937 [42 U.S.C. 1437f],
the occupancy profile of the project (includ-
ing family size and income levels for tenant
families), and any other factors that the
Secretary considers appropriate.
(D) Community and tenant input

In carrying out this section, the Secretary
shall develop procedures—
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(i) to obtain appropriate and timely
input into disposition plans from officials
of the unit of general local government af-
fected, the community in which the
project is situated, and the tenants of the
project; and

(ii) to facilitate, where feasible and ap-
propriate, the sale of multifamily housing
projects to existing tenant organizations
with demonstrated capacity, to public or
nonprofit entities that represent or are af-
filiated with existing tenant organiza-
tions, or to other public or nonprofit enti-
ties.

(E) Technical assistance
To carry out the procedures developed

under subparagraph (D), the Secretary may
provide technical assistance, directly or in-
directly, and may use amounts available for
technical assistance under the Emergency
Low Income Housing Preservation Act of
1987, subtitle C of the Low-Income Housing
Preservation and Resident Homeownership
Act of 1990 [12 U.S.C. 4141 et seq.], subtitle B
of title IV of the Cranston-Gonzalez National
Affordable Housing Act [42 U.S.C. 12871 et
seq.], or this section, for the provision of
technical assistance under this paragraph.
Recipients of technical assistance funding
under the provisions referred to in this sub-
paragraph shall be permitted to provide
technical assistance to the extent of such
funding under any of such provisions or
under this subparagraph, notwithstanding
the source of the funding.

(3) Foreclosure sale
In carrying out this section, the Secretary

shall—
(A) prior to foreclosing on any mortgage

held by the Secretary on any multifamily
housing project, notify both the unit of gen-
eral local government in which the property
is located and the tenants of the property of
the proposed foreclosure sale; and

(B) dispose of a multifamily housing
project through a foreclosure sale only to a
purchaser that the Secretary determines is
capable of implementing a sound financial
and physical management program that is
designed to enable the project to meet an-
ticipated operating and repair expenses to
ensure that the project will remain in de-
cent, safe, and sanitary condition and in
compliance with any standards under appli-
cable State or local laws, rules, ordinances,
or regulations relating to the physical con-
dition of the housing and any such standards
established by the Secretary.

(d) Management and maintenance of properties
(1) Contracting for management services

In carrying out this section, the Secretary
may—

(A) contract for management services for a
multifamily housing project that is owned
by the Secretary (or for which the Secretary
is mortgagee in possession) with for-profit
and nonprofit entities and public agencies
(including public housing authorities) on a
negotiated, competitive bid, or other basis

at a price determined by the Secretary to be
reasonable, with a manager the Secretary
has determined is capable of—

(i) implementing a sound financial and
physical management program that is de-
signed to enable the project to meet an-
ticipated operating and maintenance ex-
penses to ensure that the project will re-
main in decent, safe, and sanitary condi-
tion and in compliance with any standards
under applicable State or local laws, rules,
ordinances, or regulations relating to the
physical condition of the project and any
such standards established by the Sec-
retary;

(ii) responding to the needs of the ten-
ants and working cooperatively with ten-
ant organizations;

(iii) providing adequate organizational,
staff, and financial resources to the
project; and

(iv) meeting such other requirements as
the Secretary may determine; and

(B) require the owner of a multifamily
housing project that is subject to a mort-
gage held by the Secretary to contract for
management services for the project in the
manner described in subparagraph (A).

(2) Maintenance of projects owned by Sec-
retary

In the case of multifamily housing projects
that are owned by the Secretary (or for which
the Secretary is mortgagee in possession), the
Secretary shall—

(A) to the greatest extent possible, main-
tain all such occupied projects in a decent,
safe, and sanitary condition and in compli-
ance with any standards under applicable
State or local laws, rules, ordinances, or reg-
ulations relating to the physical condition
of the housing and any such standards estab-
lished by the Secretary;

(B) to the greatest extent possible, main-
tain full occupancy in all such projects; and

(C) maintain all such projects for purposes
of providing rental or cooperative housing.

(3) Projects subject to a mortgage held by Sec-
retary

In the case of any multifamily housing
project that is subject to a mortgage held by
the Secretary, the Secretary shall require the
owner of the project to carry out the require-
ments of paragraph (2).

(e) Required assistance
In disposing of multifamily housing property

under this section, consistent with the goal of
subsection (a)(3)(A) of this section, the Sec-
retary shall take, separately or in combination
with other actions under this subsection or sub-
section (f) of this section, one or more of the fol-
lowing actions:

(1) Contract with owner for project-based as-
sistance

In the case of multifamily housing projects
that are acquired by a purchaser other than
the Secretary at foreclosure or after sale by
the Secretary, the Secretary may enter into
contracts under section 8 of the United States
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Housing Act of 1937 [42 U.S.C. 1437f] (to the ex-
tent budget authority is available) with own-
ers of the projects, subject to the following re-
quirements:

(A) Subsidized or formerly subsidized
projects receiving mortgage-related as-
sistance

In the case of a subsidized or formerly sub-
sidized project referred to in subparagraphs
(A) through (C) of subsection (b)(2) of this
section—

(i) the contract shall be sufficient to as-
sist at least all units covered by an assist-
ance contract under any of the authorities
referred to in subsection (b)(2)(D) of this
section before acquisition or foreclosure,
unless the Secretary acts pursuant to the
provisions of subparagraph (C);

(ii) the contract shall provide that, when
a vacancy occurs in any unit in the project
requiring project-based rental assistance
pursuant to this subparagraph that is oc-
cupied by a family who is not eligible for
assistance under such section 8 [42 U.S.C.
1437f], the owner shall lease the available
unit to a family eligible for assistance
under such section 8; and

(iii) the Secretary shall take actions to
ensure that any unit in any such project
that does not otherwise receive project-
based assistance under this subparagraph
remains available and affordable for the
remaining useful life of the project, as de-
fined by the Secretary; to carry out this
clause, the Secretary may require pur-
chasers to establish use or rent restric-
tions maintaining the affordability of such
units.

(B) Subsidized or formerly subsidized
projects receiving rental assistance

In the case of a subsidized or formerly sub-
sidized project referred to in subsection
(b)(2)(D) of this section that is not subject to
subparagraph (A)—

(i) the contract shall be sufficient to as-
sist at least all units in the project that
are covered, or were covered immediately
before foreclosure on or acquisition of the
project by the Secretary, by an assistance
contract under any of the provisions re-
ferred to in such subsection, unless the
Secretary acts pursuant to provisions of
subparagraph (C); and

(ii) the contract shall provide that, when
a vacancy occurs in any unit in the project
requiring project-based rental assistance
pursuant to this subparagraph that is oc-
cupied by a family who is not eligible for
assistance under such section 8 [42 U.S.C.
1437f], the owner shall lease the available
unit to a family eligible for assistance
under such section 8.

(C) Exceptions
(i) Authority

In lieu of providing project-based assist-
ance under section 8 of the United States
Housing Act of 1937 [42 U.S.C. 1437f] in ac-
cordance with subparagraph (A)(i) or (B)(i)
for a project, the Secretary may, for cer-

tain units in unsubsidized projects located
within the same market area as the
project otherwise required to be assisted
with such project-based assistance—

(I) require use and rent restrictions
providing that such units shall be avail-
able to and affordable by very low-in-
come families for the remaining useful
life of the project (as defined by the Sec-
retary), or

(II) provide project-based assistance
under section 8 for such units to be occu-
pied by only very low-income persons,

but only if the requirements under clause
(ii) are met.
(ii) Requirements

The requirements under this clause are
that—

(I) upon the disposition of the project
otherwise required to be assisted with
project-based assistance under subpara-
graph (A)(i) or (B)(i), the Secretary shall
make available tenant-based assistance
under section 8 [42 U.S.C. 1437f] to low-
income families residing in units other-
wise required to be assisted with such
project-based assistance; and

(II) the number of units subject to use
restrictions or provided assistance under
clause (i) shall be at least equivalent to
the number of units otherwise required
to be assisted with project-based assist-
ance under section 8 in accordance with
subparagraph (A)(i) or (B)(i).

(D) Unsubsidized projects
Notwithstanding actions taken pursuant

to subparagraph (C), in the case of unsubsi-
dized projects, the contract shall be suffi-
cient to provide—

(i) project-based rental assistance for all
units that are covered, or were covered im-
mediately before foreclosure or acquisi-
tion, by an assistance contract under—

(I) the new construction and substan-
tial rehabilitation program under sec-
tion 8(b)(2) of the United States Housing
Act of 1937 [42 U.S.C. 1437f(b)(2)] (as in ef-
fect before October 1, 1983);

(II) the property disposition program
under section 8(b) of such Act;

(III) the project-based certificate pro-
gram under section 8 of such Act;

(IV) the moderate rehabilitation pro-
gram under section 8(e)(2) of such Act;

(V) section 23 of such Act [42 U.S.C.
1421b] (as in effect before January 1,
1975);

(VI) the rent supplement program
under section 101 of the Housing and
Urban Development Act of 1965 [12 U.S.C.
1701s]; or

(VII) section 8 of the United States
Housing Act of 1937, following conversion
from assistance under section 101 of the
Housing and Urban Development Act of
1965; and

(ii) tenant-based assistance under sec-
tion 8 of the United States Housing Act of
1937 for families that are preexisting ten-
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ants of the project in units that, imme-
diately before foreclosure or acquisition of
the project by the Secretary, were covered
by an assistance contract under the loan
management set-aside program under sec-
tion 8(b) of the United States Housing Act
of 1937.

(2) Annual contribution contracts for tenant-
based assistance

In the case of multifamily housing projects
that are acquired by a purchaser other than
the Secretary at foreclosure or after sale by
the Secretary, the Secretary may enter into
annual contribution contracts with public
housing agencies to provide tenant-based as-
sistance under section 8 of the United States
Housing Act of 1937 [42 U.S.C. 1437f] on behalf
of all low-income families who are otherwise
eligible for assistance in accordance with sub-
paragraph (A), (B), or (D) of paragraph (1) on
the date that the project is acquired by the
purchaser, subject to the following require-
ments:

(A) Requirement of sufficient affordable
housing in area

The Secretary may not take action under
this paragraph unless the Secretary deter-
mines that there is available in the area an
adequate supply of habitable, affordable
housing for very low-income families and
other low-income families using tenant-
based assistance.

(B) Limitation for subsidized and formerly
subsidized projects

The Secretary may not take actions under
this paragraph in connection with units in
subsidized or formerly subsidized projects
for more than 10 percent of the aggregate
number of units in such projects disposed of
by the Secretary in any fiscal year.

(3) Other assistance
(A) In general

In accordance with the authority provided
under the National Housing Act [12 U.S.C.
1701 et seq.], the Secretary may provide
other assistance pursuant to subsection (f) of
this section to the owners of multifamily
housing projects that are acquired by a pur-
chaser other than the Secretary at fore-
closure, or after sale by the Secretary, on
terms that ensure that—

(i) at least the units in the project other-
wise required to receive project-based as-
sistance pursuant to subparagraphs (A),
(B), or (D) of paragraph (1) are available to
and affordable by low-income persons; and

(ii) for the remaining useful life of the
project, as defined by the Secretary, there
shall be in force such use or rent restric-
tions as the Secretary may prescribe.

(B) Very low-income tenants
If, as a result of actions taken pursuant to

this paragraph, the rents charged to any
very low-income families residing in the
project who are otherwise required (pursuant
to subparagraph (A), (B), or (D) of paragraph
(1)) to receive project-based assistance under

section 8 of the United States Housing Act of
1937 [42 U.S.C. 1437f] exceed the amount pay-
able as rent under section 3(a) of the United
States Housing Act of 1937 [42 U.S.C.
1437a(a)], the Secretary shall provide tenant-
based assistance under section 8 of such Act
to such families.

(f) Discretionary assistance
In addition to the actions required under sub-

section (e) of this section for a subsidized, for-
merly subsidized, or unsubsidized multifamily
housing project, the Secretary may, pursuant to
the disposition plan and the goals in subsection
(a) of this section, take one or more of the fol-
lowing actions:

(1) Discounted sales price
In accordance with the authority provided

under the National Housing Act [12 U.S.C. 1701
et seq.], the Secretary may reduce the selling
price of the project. Such reduced sales price
shall be reasonably related to the intended use
of the property after sale, any rehabilitation
requirements for the project, the rents for
units in the project that can be supported by
the market, the amount of rental assistance
available for the project under section 8 of the
United States Housing Act of 1937 [42 U.S.C.
1437f], the occupancy profile of the project (in-
cluding family size and income levels for ten-
ant families), and any other factors that the
Secretary considers appropriate.
(2) Use and rent restrictions

The Secretary may require certain units in a
project to be subject to use or rent restrictions
providing that such units will be available to
and affordable by low- and very low-income
persons for the remaining useful life of the
property, as defined by the Secretary.
(3) Short-term loans

The Secretary may provide short-term loans
to facilitate the sale of a multifamily housing
project if—

(A) authority for such loans is provided in
advance in an appropriation Act;

(B) such loan has a term of not more than
5 years;

(C) the Secretary determines, based upon
documentation provided to the Secretary,
that the borrower has obtained a commit-
ment of permanent financing to replace the
short-term loan from a lender who meets
standards established by the Secretary; and

(D) the terms of such loan are consistent
with prevailing practices in the marketplace
or the provision of such loan results in no
cost to the Government, as defined in sec-
tion 661a of title 2.

(4) Up-front grants
If the Secretary determines that action

under this paragraph is more cost-effective
than establishing rents pursuant to subsection
(h)(2) of this section, the Secretary may uti-
lize the budget authority provided for con-
tracts issued under this section for project-
based assistance under section 8 of the United
States Housing Act of 1937 [42 U.S.C. 1437f] to
(in addition to providing project-based section
8 rental assistance) provide up-front grants for
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the necessary cost of rehabilitation and other
related development costs.
(5) Tenant-based assistance

The Secretary may make available tenant-
based assistance under section 8 of the United
States Housing Act of 1937 to families residing
in a multifamily housing project that do not
otherwise qualify for project-based assistance.
(6) Alternative uses

(A) In general
Notwithstanding any other provision of

law, after providing notice to and an oppor-
tunity for comment by preexisting tenants,
the Secretary may allow not more than—

(i) 10 percent of the total number of
units in multifamily housing projects that
are disposed of by the Secretary during
any fiscal year to be made available for
uses other than rental or cooperative uses,
including low-income homeownership op-
portunities, or in any particular project,
community space, office space for tenant
or housing-related service providers or se-
curity programs, or small business uses, if
such uses benefit the tenants of the
project; and

(ii) 5 percent of the total number of units
in multifamily housing projects that are
disposed of by the Secretary during any
fiscal year to be used in any manner, if the
Secretary and the unit of general local
government or area-wide governing body
determine that such use will further fair
housing, community development, or
neighborhood revitalization goals.

(B) Displacement protection
The Secretary may take actions under

subparagraph (A) only if—
(i) tenant-based rental assistance under

section 8 of the United States Housing Act
of 1937 [42 U.S.C. 1437f] is made available to
each eligible family residing in the project
that is displaced as a result of such ac-
tions; and

(ii) the Secretary determines that suffi-
cient habitable, affordable rental housing
is available in the market area in which
the project is located to ensure use of such
assistance.

(7) Transfer for use under other programs of
Secretary

(A) In general
Notwithstanding the provisions of sub-

section (e) of this section, the Secretary
may, pursuant to an agreement under sub-
paragraph (B), transfer a multifamily hous-
ing project—

(i) to a public housing agency for use of
the project as public housing; or

(ii) to an entity eligible to own or oper-
ate housing assisted under section 1701q of
this title or under section 811 of the Cran-
ston-Gonzalez National Affordable Housing
Act [42 U.S.C. 8013] for use as supportive
housing under either of such sections.

(B) Requirements for agreement
An agreement providing for the transfer of

a project described in subparagraph (A)
shall—

(i) contain such terms, conditions, and
limitations as the Secretary determines
appropriate, including requirements to en-
sure use of the project as public housing,
supportive housing under section 1701q of
this title, or supportive housing under sec-
tion 811 of the Cranston-Gonzalez National
Affordable Housing Act [42 U.S.C. 8013], as
applicable; and

(ii) ensure that no tenant of the project
will be displaced as a result of actions
taken under this paragraph.

(8) Rebuilding
Notwithstanding any provision of section 8

of the United States Housing Act of 1937 [42
U.S.C. 1437f], the Secretary may provide
project-based assistance in accordance with
subsection (e) of this section to support the re-
building of a multifamily housing project re-
built or to be rebuilt (in whole or in part and
on-site, off-site, or in a combination of both)
in connection with disposition under this sec-
tion, if the Secretary determines that—

(A) the project is not being maintained in
a decent, safe, and sanitary condition;

(B) rebuilding the project would be less ex-
pensive than substantial rehabilitation;

(C) the unit of general local government in
which the project is located approves the re-
building and makes a financial contribution
or other commitment to the project; and

(D) the rebuilding is a part of a local
neighborhood revitalization plan approved
by the unit of general local government.

The provisions of subsection (j)(2) of this sec-
tion shall apply to any tenants of the project
who are displaced.
(9) Emergency assistance funds

The Secretary may make arrangements with
State agencies and units of general local gov-
ernment of States receiving emergency assist-
ance under part A of title IV of the Social Se-
curity Act [42 U.S.C. 601 et seq.] for the provi-
sion of assistance under such Act [42 U.S.C. 301
et seq.] on behalf of eligible families who
would reside in any multifamily housing
projects.

(g) Protection for unassisted very low-income
tenants

For each multifamily housing project disposed
of under this section, the Secretary shall require
that, for any very low-income family who is a
preexisting tenant of the project who (upon dis-
position) would be required to pay rent in an
amount in excess of 30 percent of the adjusted
income (as such term is defined in section 3(b) of
the United States Housing Act of 1937 [42 U.S.C.
1437a(b)]) of the family—

(1) for a period of 2 years beginning upon the
date of the acquisition of the project by the
purchaser under such disposition, the rent for
the unit occupied by the family may not be in-
creased above the rent charged immediately
before acquisition;

(2) such family shall be considered displaced
for purposes of any system of preferences es-
tablished pursuant to section 6(c)(4)(A),
8(d)(1)(A), or 8(o)(6)(A) of the United States
Housing Act of 1937 [42 U.S.C. 1437d(c)(4)(A),
1437f(d)(1)(A), and 1437f(o)(6)(A)]; and
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(3) notice shall be provided to such family,
not later than the date of the acquisition of
the project by the purchaser—

(A) of the requirements under paragraphs
(1) and (2); and

(B) that, after the expiration of the period
under paragraph (1), the rent for the unit oc-
cupied by the family may be increased.

(h) Contract requirements
Contracts for project-based rental assistance

under section 8 of the United States Housing Act
of 1937 [42 U.S.C. 1437f] provided pursuant to this
section shall be subject to the following require-
ments:

(1) Contract term
The contract shall have a term of 15 years,

except that the term may be less than 15
years—

(A) to the extent that the Secretary finds
that, based on the rental charges and financ-
ing for the multifamily housing project to
which the contract relates, the financial via-
bility of the project can be maintained under
a contract having such a term; except that
the Secretary shall require that the amount
of rent payable by tenants of the project for
units assisted under such contract shall not
exceed the amount payable for rent under
section 3(a) of the United States Housing
Act of 1937 [42 U.S.C. 1437a(a)] for a period of
at least 15 years; or

(B) if such assistance is provided—
(i) under a contract authorized under

section 6 of the HUD Demonstration Act of
1993; and

(ii) pursuant to a disposition plan under
this section for a project that is deter-
mined by the Secretary to be otherwise in
compliance with this section.

(2) Contract rent
The Secretary shall establish the contract

rents under such contracts at levels that, to-
gether with other resources available to the
purchasers, provide sufficient amounts for the
necessary costs of rehabilitating and operat-
ing the multifamily housing project and do
not exceed the percentage of the existing
housing fair market rentals for the market
area in which the project assisted under the
contract is located as determined by the Sec-
retary under section 8(c) of the United States
Housing Act of 1937 [42 U.S.C. 1437f(c)].

(i) Right of first refusal for local and State gov-
ernment agencies

(1) Notification
Not later than 30 days after the Secretary

acquires title to a multifamily housing
project, the Secretary shall notify the appro-
priate unit of general local government (in-
cluding public housing agencies) and State
agency or agencies designated by the chief ex-
ecutive officer of the State in which the
project is located of such acquisition of title
and that, for a period beginning upon such no-
tification that does not exceed 90 days, such
unit of general local government and agency
or agencies shall have the exclusive right
under this subsection to make bona fide offers
to purchase the project.

(2) Right of first refusal
During the 90-day period, the Secretary may

not sell or offer to sell the multifamily hous-
ing project other than to a party notified
under paragraph (1), unless the unit of general
local government and the designated State
agency or agencies notify the Secretary that
they will not make an offer to purchase the
project. The Secretary shall accept a bona fide
offer to purchase the project made during such
period if it complies with the terms and condi-
tions of the disposition plan for the project or
is otherwise acceptable to the Secretary.

(3) Procedure
The Secretary shall establish any procedures

necessary to carry out this subsection.

(j) Displacement of tenants and relocation assist-
ance

(1) In general
Whenever tenants will be displaced as a re-

sult of the demolition of, repairs to, or conver-
sion in the use of, a multifamily housing
project that is owned by the Secretary (or for
which the Secretary is mortgagee in posses-
sion), the Secretary shall identify tenants who
will be displaced, and shall notify all such ten-
ants of their pending displacement and of any
relocation assistance that may be available. In
the case of a multifamily housing project that
is subject to a mortgage held by the Sec-
retary, the Secretary shall require the owner
of the project to carry out the requirements of
this paragraph, if the Secretary has authorized
the demolition of, repairs to, or conversion in
the use of such multifamily housing project.

(2) Rights of displaced tenants
The Secretary shall ensure for any such ten-

ant (who continues to meet applicable quali-
fication standards) the right—

(A) to return, whenever possible, to a re-
paired or rebuilt unit;

(B) to occupy a unit in another multifam-
ily housing project owned by the Secretary;

(C) to obtain housing assistance under the
United States Housing Act of 1937 [42 U.S.C.
1437 et seq.]; or

(D) to receive any other available similar
relocation assistance as the Secretary deter-
mines to be appropriate.

(k) Mortgage and project sales
(1) In general

The Secretary may not approve the sale of
any loan or mortgage held by the Secretary
(including any loan or mortgage owned by the
Government National Mortgage Association)
on any subsidized project or formerly sub-
sidized project, unless such sale is made as
part of a transaction that will ensure that
such project will continue to operate at least
until the maturity date of such loan or mort-
gage, in a manner that will provide rental
housing on terms at least as advantageous to
existing and future tenants as the terms re-
quired by the program under which the loan or
mortgage was made or insured prior to the as-
signment of the loan or mortgage on such
project to the Secretary.
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(2) Sale of certain projects
The Secretary may not approve the sale of

any subsidized project—
(A) that is subject to a mortgage held by

the Secretary, or
(B) if the sale transaction involves the pro-

vision of any additional subsidy funds by the
Secretary or a recasting of the mortgage,

unless such sale is made as part of a trans-
action that will ensure that the project will
continue to operate, at least until the matu-
rity date of the loan or mortgage, in a manner
that will provide rental housing on terms at
least as advantageous to existing and future
tenants as the terms required by the program
under which the loan or mortgage was made or
insured prior to the proposed sale of the
project.
(3) Mortgage sales to State and local govern-

ments
Notwithstanding any provision of law that

requires competitive sales or bidding, the Sec-
retary may carry out negotiated sales of mort-
gages held by the Secretary, without the com-
petitive selection of purchasers or inter-
mediaries, to units of general local govern-
ment or State agencies, or groups of investors
that include at least one such unit of general
local government or State agency, if the nego-
tiations are conducted with such agencies, ex-
cept that—

(A) the terms of any such sale shall in-
clude the agreement of the purchasing agen-
cy or unit of local government or State
agency to act as mortgagee or owner of a
beneficial interest in such mortgages, in a
manner consistent with maintaining the
projects that are subject to such mortgages
for occupancy by the general tenant group
intended to be served by the applicable
mortgage insurance program, including, to
the extent the Secretary determines appro-
priate, authorizing such unit of local govern-
ment or State agency to enforce the provi-
sions of any regulatory agreement or other
program requirements applicable to the re-
lated projects; and

(B) the sales prices for such mortgages
shall be, in the determination of the Sec-
retary, the best prices that may be obtained
for such mortgages from a unit of general
local government or State agency, consist-
ent with the expectation and intention that
the projects financed will be retained for use
under the applicable mortgage insurance
program for the life of the initial mortgage
insurance contract.

(4) Sale of mortgages covering unsubsidized
projects

Notwithstanding any other provision of law,
the Secretary may sell mortgages held on
projects that are not subsidized or formerly
subsidized projects on such terms and condi-
tions as the Secretary may prescribe.

(5) Mortgage sale demonstration
The Secretary may carry out a demonstra-

tion to test the feasibility of restructuring
and disposing of troubled multifamily mort-

gages held by the Secretary through the estab-
lishment of partnerships with public, private,
and nonprofit entities.
(6) Project sale demonstration

The Secretary may carry out a demonstra-
tion to test the feasibility of disposing of trou-
bled multifamily housing projects that are
owned by the Secretary through the establish-
ment of partnerships with public, private, and
nonprofit entities.

(l) Report to Congress
Not later than June 1 of each year, the Sec-

retary shall submit to the Congress a report de-
scribing the status of multifamily housing
projects owned by or subject to mortgages held
by the Secretary, on an aggregate basis, which
highlights the differences, if any, between the
subsidized and the unsubsidized inventory. The
report shall include—

(1) the average and median size of the
projects;

(2) the geographic locations of the projects,
by State and region;

(3) the years during which projects were as-
signed to the Department, and the average and
median length of time that projects remain in
the HUD-held inventory;

(4) the status of HUD-held mortgages;
(5) the physical condition of the HUD-held

and HUD-owned inventory;
(6) the occupancy profile of the projects, in-

cluding the income, family size, race, and eth-
nic origin of current tenants, and the rents
paid by such tenants;

(7) the proportion of units that are vacant;
(8) the number of projects for which the Sec-

retary is mortgagee in possession;
(9) the number of projects sold in foreclosure

sales;
(10) the number of HUD-owned projects sold;
(11) a description of actions undertaken pur-

suant to this section, including a description
of the effectiveness of such actions and any
impediments to the disposition or manage-
ment of multifamily housing projects;

(12) a description of the extent to which the
provisions of this section and actions taken
under this section have displaced tenants of
multifamily housing projects;

(13) a description of any of the functions per-
formed in connection with this section that
are contracted out to public or private entities
or to States; and

(14) a description of the activities carried
out under subsection (i) of this section during
the preceding year.

(Pub. L. 95–557, title II, § 203, Oct. 31, 1978, 92
Stat. 2088; Pub. L. 96–153, title II, § 208, Dec. 21,
1979, 93 Stat. 1109; Pub. L. 96–399, title II, § 213,
Oct. 8, 1980, 94 Stat. 1636; Pub. L. 100–242, title I,
§ 181, Feb. 5, 1988, 101 Stat. 1868; Pub. L. 100–628,
title X, § 1010, Nov. 7, 1988, 102 Stat. 3266; Pub. L.
101–235, title II, § 204(a), Dec. 15, 1989, 103 Stat.
2039; Pub. L. 101–625, title V, § 579, Nov. 28, 1990,
104 Stat. 4245; Pub. L. 103–120, § 6(c)(2), Oct. 27,
1993, 107 Stat. 1149; Pub. L. 103–233, title I,
§ 101(b), Apr. 11, 1994, 108 Stat. 343; Pub. L.
105–276, title V, § 514(b)(2)(C), Oct. 21, 1998, 112
Stat. 2548.)
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REFERENCES IN TEXT

The National Housing Act, referred to in subsecs.
(a)(1), (b)(1), (e)(3)(A), and (f)(1), is act June 27, 1934, ch.
847, 48 Stat. 1246, as amended, which is classified prin-
cipally to this chapter (§ 1701 et seq.). For complete
classification of this Act to the Code, see section 1701
of this title and Tables.

Section 183(c) of the Housing and Community Devel-
opment Act of 1987, referred to in subsec. (b)(2)(D), is
section 183(c) of Pub. L. 100–242, which was set out as a
note under section 1437f of Title 42, The Public Health
and Welfare, prior to repeal by Pub. L. 105–276, title V,
§ 582(a)(2), Oct. 21, 1998, 112 Stat. 2643.

Section 101 of the Housing and Urban Development
Act of 1965, referred to in subsecs. (b)(2)(D)(i) and
(e)(1)(D)(i)(VI), (VII), is section 101 of Pub. L. 89–117,
title I, Aug. 10, 1965, 79 Stat. 451, as amended, which en-
acted section 1701s of this title and amended sections
1451 and 1465 of Title 42.

Section 23 of the United States Housing Act of 1937,
referred to in subsecs. (b)(2)(D)(iii) and (e)(1)(D)(i)(V),
was classified to section 1421b of Title 42 and was omit-
ted from the Code following the general revision of the
United States Housing Act of 1937 by Pub. L. 93–383,
title II, § 201(a), Aug. 22, 1974, 88 Stat. 653.

The Emergency Low Income Housing Preservation
Act of 1987, referred to in subsec. (c)(2)(E), is title II of
Pub. L. 100–242, Feb. 5, 1988, 101 Stat. 1877, which, as
amended by Pub. L. 101–625, is known as the Low-In-
come Housing Preservation and Resident Homeowner-
ship Act of 1990, and is classified principally to sub-
chapter I (§ 4101 et seq.) of chapter 42 of this title. Sub-
title C of the Low-Income Housing Preservation and
Resident Homeownership Act of 1990, probably means
subtitle C of title II of Pub. L. 100–242, as added by Pub.
L. 102–550, which is classified generally to subchapter II
(§ 4141 et seq.) of chapter 42 of this title. Another sub-
title C of title II of Pub. L. 100–242 amended sections
1472, 1485, and 1487 of Title 42. For complete classifica-
tion of this Act to the Code, see Short Title note set
out under section 4101 of this title and Tables.

The Cranston-Gonzalez National Affordable Housing
Act, referred to in subsec. (c)(2)(E), is Pub. L. 101–625,
Nov. 28, 1990, 104 Stat. 4079. Subtitle B of title IV of the
Act is classified principally to part A (§ 12871 et seq.) of
subchapter IV of chapter 130 of Title 42. For complete
classification of this Act to the Code, see Short Title
note set out under section 12701 of Title 42 and Tables.

The Social Security Act, referred to in subsec. (f)(9),
is act Aug. 14, 1935, ch. 531, 49 Stat. 620, as amended,
which is classified generally to chapter 7 (§ 301 et seq.)
of Title 42. Part A of title IV of the Act is classified
generally to part A (§ 601 et seq.) of subchapter IV of
chapter 7 of Title 42. For complete classification of this
Act to the Code, see section 1305 of Title 42 and Tables.

Section 6 of the HUD Demonstration Act of 1993, re-
ferred to in subsec. (h)(1)(B)(i), is section 6 of Pub. L.
103–120, which is set out as a note under section 1437f of
Title 42.

The United States Housing Act of 1937, as amended,
referred to in subsec. (j)(2)(C), is act Sept. 1, 1937, ch.
896, as revised generally by Pub. L. 93–383, title II,
§ 201(a), Aug. 22, 1974, 88 Stat. 653, which is classified
generally to chapter 8 (§ 1437 et seq.) of Title 42. For
complete classification of this Act to the Code, see
Short Title note set out under section 1437 of Title 42
and Tables.

CODIFICATION

Section was enacted as part of the Housing and Com-
munity Development Amendments of 1978, and not as
part of the National Housing Act which comprises this
chapter.

AMENDMENTS

1998—Subsec. (g)(2). Pub. L. 105–276 substituted ‘‘any
system of preferences established pursuant to section
6(c)(4)(A), 8(d)(1)(A), or 8(o)(6)(A)’’ for ‘‘the preferences
for assistance under sections 6(c)(4)(A)(i), 8(d)(1)(A)(i),
and 8(o)(3)(B)’’.

1994—Pub. L. 103–233 amended section generally, sub-
stituting present provisions for former provisions
which related, in subsec. (a) to goals, in subsec. (b) to
management or disposal of property by negotiated
competitive bids, in subsec. (c) to maintenance of hous-
ing projects, in subsec. (d) to financial assistance to
owner, in subsec. (e) to right of first refusal, in subsec.
(f) to displacement of tenants and relocation assist-
ance, in subsec. (g) to assignment or partial payment of
mortgages, in subsec. (h) to limitations on certain
project, loan, and mortgage sales, in subsec. (i) to defi-
nition of multifamily housing project, in subsec. (j) to
rules and regulations, in subsec. (k) to annual report
describing status of projects, and in subsec. (l) to
project-based assistance.

1993—Subsec. (l). Pub. L. 103–120 added subsec. (l).
1990—Subsec. (a)(1)(B). Pub. L. 101–625, § 579(a), struck

out ‘‘or vacant’’ after ‘‘moderate-income persons’’.
Subsec. (d)(1). Pub. L. 101–625, § 579(b)(1), struck out

‘‘or are vacant (which units shall be made available for
such families as soon as possible)’’ before semicolon at
end of cl. (B).

Subsec. (d)(2), (3). Pub. L. 101–625, § 579(b)(2), (3), added
par. (2) and redesignated former par. (2) as (3).

1989—Subsec. (k). Pub. L. 101–235 amended subsec. (k)
generally. Prior to amendment, subsec. (k) read as fol-
lows: ‘‘The Secretary shall annually submit to the Con-
gress a report describing the activities carried out
under subsection (e) of this section during the preced-
ing year.’’

1988—Subsec. (a). Pub. L. 100–628, § 1010(a), substituted
‘‘occupied by low- and moderate-income persons on the
date of assignment or foreclosure (whichever is great-
er)’’ for ‘‘, on the date of assignment, occupied by low-
and moderate-income persons’’ in par. (1)(C).

Pub. L. 100–242, § 181(a), substituted introductory pro-
visions and par. (1) for former introductory provisions
and par. (1) which read as follows: ‘‘It is the policy of
the United States that the Secretary of Housing and
Urban Development (hereinafter referred to as the ‘Sec-
retary’) shall manage and dispose of multifamily hous-
ing projects which are owned by the Secretary in a
manner consistent with the National Housing Act and
this section. The purpose of the property management
and disposition program of the Department of Housing
and Urban Development shall be to manage and dispose
of projects in a manner which will protect the financial
interests of the Federal Government and be less costly
to the Federal Government than other reasonable al-
ternatives by which the Secretary can further the goals
of—

‘‘(1) preserving the housing units so that at least
those units which are occupied by low- and moderate-
income persons or which are vacant, at the time of
acquisition, are available to and affordable by such
persons;’’.
Subsec. (b)(2). Pub. L. 100–242, § 181(b), designated ex-

isting provisions as subpar. (A) and redesignated former
cls. (A) to (D) as cls. (i) to (iv), substituted ‘‘subject to
subsection (a) of this section that is owned by the Sec-
retary (or for which the Secretary is mortgagee in pos-
session)’’ for ‘‘, owned by the Secretary’’, substituted
‘‘may determine; and’’ for ‘‘may determine.’’, and
added subpar. (B).

Subsec. (c). Pub. L. 100–242, § 181(c), amended subsec.
(c) generally. Prior to amendment, subsec. (c) read as
follows: ‘‘Except where the Secretary has determined
on a case-by-case basis that it would be clearly inap-
propriate, given the manner by which an individual
project is to be managed or disposed of pursuant to sub-
section (a) of this section, the Secretary shall seek to—

‘‘(1) maintain all occupied multifamily housing
projects owned by the Secretary in a decent, safe, and
sanitary condition;

‘‘(2) to the greatest extent possible, maintain full
occupancy in all multifamily housing projects owned
by the Secretary; and

‘‘(3) maintain the project for purposes of providing
rental or cooperative housing for the longest feasible
period.’’
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Subsec. (d). Pub. L. 100–628, § 1010(b), amended third
sentence of par. (1) generally. Prior to amendment,
third sentence read as follows: ‘‘Such contracts shall be
sufficient to assist all units in subsidized or formerly
subsidized projects, and all units in other projects that
are occupied by lower income families eligible for as-
sistance under such section 8 at the time of foreclosure
or sale, as the case may be, and all units that are va-
cant at such time (which units shall be made available
for such families as soon as possible).’’

Pub. L. 100–242, § 181(d), added subsec. (d). Former sub-
sec. (d) redesignated (f).

Subsec. (e). Pub. L. 100–628, § 1010(c), amended subsec.
(e) generally. Prior to amendment, subsec. (e) read as
follows: ‘‘Upon receipt of a bona fide offer to purchase
a project subject to subsection (a) of this section, the
Secretary shall notify the local government and the
State housing finance agency (or other agency or agen-
cies designated by the Governor) of the proposed terms
and conditions of the offer, including the assistance
that the Secretary plans to make available to the pro-
spective purchaser. The local government and the des-
ignated State agency shall have 90 days to match the
offer and purchase the project. In administering the
right of first refusal provided in this subsection, the
Secretary shall offer assistance to the local govern-
ment or designated State agency on terms and condi-
tions at least as favorable as made available to the pro-
spective purchaser. Notwithstanding any other provi-
sion of law to the contrary, a local government (includ-
ing a public housing agency) or designated State agen-
cy may purchase a subsidized project or formerly sub-
sidized project in accordance with this subsection.’’

Pub. L. 100–242, § 181(d)(1), (e), added subsec. (e).
Former subsec. (e) redesignated (g).

Subsec. (f). Pub. L. 100–242, § 181(d)(1), (e)(1), (g)(1), re-
designated former subsec. (d) as (f). Former subsec. (f)
redesignated (i).

Subsec. (f)(1). Pub. L. 100–242, § 181(f), substituted
‘‘subject to subsection (a) of this section that is owned
by the Secretary (or for which the Secretary is mortga-
gee in possession)’’ for ‘‘owned by the Secretary’’, and
inserted at end ‘‘In the case of a multifamily housing
project subject to subsection (a) of this section that is
not owned by the Secretary (and for which the Sec-
retary is not mortgagee in possession), the Secretary
shall require the owner of the project to carry out the
requirements of this paragraph.’’

Subsec. (g). Pub. L. 100–242, § 181(d)(1), (e)(1), redesig-
nated former subsec. (e) as (g). Former subsec. (g) re-
designated (j).

Subsec. (h). Pub. L. 100–242, § 181(d)(1), (e)(1), (g),
added subsec. (h).

Subsec. (i). Pub. L. 100–628, § 1010(d), (e), substituted
‘‘(excluding payments made for certificates under sub-
section (b)(1) or vouchers under subsection (o) of this
section), if (except for purposes of paragraphs (1) and (2)
of subsection (h) of this section), and section 183(c) of
the Housing and Community Development Act of 1987)
such housing assistance payments are made to more
than 50 percent of the units in the project’’ for ‘‘(other
than subsection (b)(1) of such section), without regard
to whether such payments are made to all or a portion
of the units in the project’’ in par. (2) (E) and added
par. (4).

Pub. L. 100–242, § 181(e)(1), (g)(1), (h), redesignated
former subsec. (f) as (i), designated existing provisions
as par. (1), and added pars. (2) and (3).

Subsec. (j). Pub. L. 100–242, § 181(g)(1), redesignated
former subsec. (g) as (j).

Subsec. (k). Pub. L. 100–628, § 1010(f), added subsec. (k).
1980—Subsec. (a). Pub. L. 96–399, § 213(a), in par. (1) in-

serted provisions respecting occupation of units by low-
and moderate-income persons or units vacant at the
time of acquisition, and added par. (6).

Subsec. (b)(1). Pub. L. 96–399, § 213(b), inserted provi-
sions relating to the number of project units occupied
by low- and moderate-income persons.

Subsec. (c)(3). Pub. L. 96–399, § 213(c), added par. (3).
Subsec. (d)(2)(B), (C). Pub. L. 96–399, § 213(d), inserted

exception for tenants of above-moderate income.

Subsec. (f). Pub. L. 96–399, § 213(e), substituted provi-
sions respecting applicability to projects assisted or in-
sured under this chapter, or subject to loans under sec-
tion 1701q of this title or section 1452b of title 42, or
projects acquired by the Secretary pursuant to any
other provision of law, for provisions respecting appli-
cability to assistance under section 1715z-1 of this title,
the proviso of section 1715l(d)(5) of this title, or section
101 of the Housing and Urban Development Act of 1965,
and projects insured under this chapter.

1979—Subsec. (d)(2). Pub. L. 96–153 substituted ‘‘assure
for any such tenant (who continues to meet applicable
qualification standards) the right’’ for ‘‘seek to assure
the maximum opportunity for any such tenant’’.

REGULATIONS

Section 101(f) of Pub. L. 103–233 provided that: ‘‘The
Secretary shall issue interim regulations necessary to
implement the amendments made by subsections (b)
through (d) [amending this section and sections 1437d
and 1437f of Title 42, The Public Health and Welfare]
not later than 90 days after the date of the enactment
of this Act [Apr. 11, 1994]. Such interim regulations
shall take effect upon issuance and invite public com-
ment on the interim regulations. The Secretary shall
issue final regulations to implement such amendments
after opportunity for such public comment, but not
later than 12 months after the date of issuance of such
interim regulations.’’

MULTIFAMILY HOUSING DISPOSITION

Section 101(a) of Pub. L. 103–233 provided that: ‘‘The
Congress finds that—

‘‘(1) the portfolio of multifamily housing project
mortgages insured by the FHA is severely troubled
and at risk of default, requiring the Secretary to in-
crease loss reserves from $5,500,000,000 in 1991 to
$11,900,000,000 in 1992 to cover estimated future losses;

‘‘(2) the inventory of multifamily housing projects
owned by the Secretary has more than quadrupled
since 1989, and, by the end of 1994, may exceed 69,000
units;

‘‘(3) the cost to the Federal Government of owning
and maintaining multifamily housing projects esca-
lated to $288,000,000 in fiscal year 1993;

‘‘(4) the inventory of multifamily housing projects
subject to mortgages held by the Secretary has in-
creased dramatically, to more than 2,400 mortgages,
and approximately half of these mortgages, with ap-
proximately 219,000 units, are delinquent;

‘‘(5) the inventory of insured and formerly insured
multifamily housing projects is deteriorating, poten-
tially endangering tenants and neighborhoods; and

‘‘(6) the current statutory framework governing the
disposition of multifamily housing projects effec-
tively impedes the Government’s ability to dispose of
properties, protect tenants, and ensure that projects
are maintained over time.’’
Section 184 of Pub. L. 100–242, as amended by Pub. L.

101–625, title V, § 580, Nov. 28, 1990, 104 Stat. 4245, pro-
vided for establishment of demonstration program for
multifamily housing disposition partnerships, together
with requirements relating to participation by State
housing finance agencies in sale of such housing and co-
operation between Secretary of Housing and Urban De-
velopment and such agencies, as well as termination of
such program at end of Sept. 30, 1991, with certain ex-
ceptions, with report to Congress required to be sub-
mitted by Secretary not later than 6 months after
Sept. 30, 1991, prior to repeal by Pub. L. 103–233, title I,
§ 102, Apr. 11, 1994, 108 Stat. 358.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1713, 1715z–1a,
1715z–11a, 1735f–19, 1735f–20, 3706, 4102 of this title; title
42 section 12877.

§ 1701z�12. Housing access

The Secretary shall require any purchaser of a
multifamily housing project owned by the Sec-
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1 See References in Text note below.

retary which is sold on or after October 1, 1978,
to agree not to refuse unreasonably to lease a
vacant dwelling unit in the project which rents
for an amount not greater than the fair market
rent for a comparable unit in the area as deter-
mined by the Secretary under section 1437f of
title 42 to a holder of a certificate of eligibility
under that section solely because of such pro-
spective tenant’s status as a certificate holder.

(Pub. L. 95–557, title II, § 204, Oct. 31, 1978, 92
Stat. 2090.)

CODIFICATION

Section was enacted as part of the Housing and Com-
munity Development Amendments of 1978, and not as
part of the National Housing Act which comprises this
chapter.

§ 1701z�13. Solar energy for single-family and
multifamily housing units

(a) Purpose
It is the purpose of this section to promote

and extend the application of viable solar energy
systems as a desirable source of energy for resi-
dential single-family and multifamily housing
units.
(b) Cost-effective and economically feasible solar

energy systems; ��solar energy system�� de-
fined

(1) The Secretary, in carrying out programs
and activities under section 1452b 1 of title 42,
section 1701q of this title, and section 1437f of
title 42, shall permit the installation of solar en-
ergy systems which are cost-effective and eco-
nomically feasible.

(2) For the purpose of this Act, the term ‘‘solar
energy system’’ means any addition, alteration,
or improvement to an existing or new structure
which is designed to utilize wind energy or solar
energy either of the active type based on me-
chanically forced energy transfer or of the pas-
sive type based on convective, conductive, or ra-
diant energy transfer or some combination of
these types to reduce the energy requirements
of that structure from other energy sources, and
which is in conformity with such criteria and
standards as shall be prescribed by the Sec-
retary in consultation with the Secretary of En-
ergy.
(c) Matters considered

In carrying out subsection (b) of this section,
the Secretary shall take such steps as may be
necessary to encourage the installation of cost-
effective and economically feasible solar energy
systems in housing assisted under the programs
and activities referred to in such subsection tak-
ing into account the interests of low-income
homeowners and renters, including the imple-
mentation of a plan of action to publicize the
availability and feasibility of solar energy sys-
tems to current or potential recipients of assist-
ance under such programs and activities.
(d) Report to Congress

The Secretary shall, in conjunction with the
Secretary of Energy, transmit to the Congress,
within eighteen months after October 31, 1978, a
report setting forth—

(1) the number of solar units which were con-
tracted for or installed or which are on order
under the provisions of subsection (b)(1) of this
section during the first twelve full calendar
months after October 31, 1978; and

(2) an analysis of any problems and benefits
related to encouraging the use of solar energy
systems in the programs and activities re-
ferred to in subsection (b) of this section.

(Pub. L. 95–557, title II, § 209, Oct. 31, 1978, 92
Stat. 2095; Pub. L. 98–479, title II, § 204(n)(3), Oct.
17, 1984, 98 Stat. 2234.)

REFERENCES IN TEXT

Section 1452b of title 42, referred to in subsec. (b)(1),
was repealed by Pub. L. 101–625, title II, § 289(b)(1), Nov.
28, 1990, 104 Stat. 4128.

This Act, referred to in subsec. (b)(2), is Pub. L.
95–557, Oct. 31, 1978, 92 Stat. 2080, known as the Housing
and Community Development Amendments of 1978. For
complete classification of this Act to the Code, see
Short Title of 1978 Amendments note set out under sec-
tion 5301 of Title 42, The Public Health and Welfare,
and Tables.

CODIFICATION

Section was enacted as part of the Housing and Com-
munity Development Amendments of 1978, and not as
part of the National Housing Act which comprises this
chapter.

AMENDMENTS

1984—Subsec. (d). Pub. L. 98–479 substituted ‘‘conjunc-
tion’’ for ‘‘conjuction’’ in provisions preceding par. (1).

§ 1701z�14. Lower cost technology demonstration
program

The Secretary of Housing and Urban Develop-
ment is authorized to develop and implement a
demonstration program utilizing lower cost
building technology for projects located on
inner-city vacant land.

(Pub. L. 97–35, title III, § 339C, Aug. 13, 1981, 95
Stat. 417.)

CODIFICATION

Section was enacted as part of the Housing and Com-
munity Development Amendments of 1981 and also as
part of the Omnibus Budget Reconciliation Act of 1981,
and not as part of the National Housing Act which com-
prises this chapter.

EFFECTIVE DATE

Section effective Oct. 1, 1981, see section 371 of Pub.
L. 97–35, set out as a note under section 3701 of this
title.

§ 1701z�15. Approval of individual residential
water purification or treatment units

(a) In general
When the existing water supply does not meet

the minimum property standards established by
the Department of Housing and Urban Develop-
ment and a permanent alternative acceptable
water supply is not available, a continuous sup-
ply of water may be provided through the use of
approved residential water treatment equipment
or a water purification unit that provides bac-
terially and chemically safe drinking water.
(b) Approval process

A performance-based approval of the equip-
ment or unit and the maintenance, monitoring,
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and replacement plan for such equipment or
unit shall be certified by field offices of the De-
partment of Housing and Urban Development
based upon general standards recognized by the
Department as modified for local or regional
conditions. As a part of such approved plan, a
separate monthly escrow account may be re-
quired to be established through the lender to
cover the cost of the approved yearly mainte-
nance and monitoring schedule and projected re-
placement of the equipment or unit.

(Pub. L. 100–242, title IV, § 424, Feb. 5, 1988, 101
Stat. 1915.)

CODIFICATION

Section was enacted as part of the Housing and Com-
munity Development Act of 1987, and not as part of the
National Housing Act which comprises this chapter.

SUBCHAPTER I—HOUSING RENOVATION
AND MODERNIZATION

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 1451, 1708,
1709–1a, 1717, 1731a, 1735f–8, 1735f–14, 1743, 2803, 2810, 3751,
3752 of this title; title 38 section 3728; title 42 section
5407.

§ 1702. Administrative provisions

The powers conferred by this chapter shall be
exercised by the Secretary of Housing and Urban
Development (hereinafter referred to as the
‘‘Secretary’’). In order to carry out the provi-
sions of this subchapter and subchapters II, III,
V, VI, VII, VIII, IX–B, and X of this chapter, the
Secretary may establish such agencies, accept
and utilize such voluntary and uncompensated
services, utilize such Federal officers and em-
ployees, and, with the consent of the State, such
State and local officers and employees, and ap-
point such other officers and employees as he
may find necessary, and may prescribe their au-
thorities, duties, responsibilities, and tenure
and fix their compensation. The Secretary may
delegate any of the functions and powers con-
ferred upon him under this subchapter and sub-
chapters II, III, V, VI, VII, VIII, IX–B, and X of
this chapter to such officers, agents, and em-
ployees as he may designate or appoint, and
may make such expenditures (including expendi-
tures for personal services and rent at the seat
of government and elsewhere, for law books and
books of reference, and for paper, printing, and
binding) as are necessary to carry out the provi-
sions of this subchapter and subchapters II, III,
V, VI, VII, VIII, IX–B, and X of this chapter,
without regard to any other provisions of law
governing the expenditure of public funds. All
such compensation, expenses, and allowances
shall be paid out of funds made available by this
chapter: Provided, That notwithstanding any
other provisions of law except provisions of law
hereafter enacted expressly in limitation hereof,
all expenses of the Department of Housing and
Urban Development in connection with the ex-
amination and insurance of loans or invest-
ments under any subchapter of this chapter all
properly capitalized expenditures, and other
necessary expenses not attributable to general
overhead in accordance with generally accepted
accounting principles shall be considered non-

administrative and payable from funds made
available by this chapter, except that, unless
made pursuant to specific authorization by the
Congress therefor, expenditures made in any fis-
cal year pursuant to this proviso, other than the
payment of insurance claims and other than ex-
penditures (including services on a contract or
fee basis, but not including other personal serv-
ices) in connection with the acquisition, protec-
tion, completion, operation, maintenance, im-
provement, or disposition of real or personal
property of the Department acquired under au-
thority of this chapter, shall not exceed 35 per
centum of the income received by the Depart-
ment of Housing and Urban Development from
premiums and fees during the preceding fiscal
year. Except with respect to subchapter III of
this chapter, for the purposes of this section, the
term ‘‘nonadministrative’’ shall not include con-
tract expenses that are not capitalized or rou-
tinely deducted from the proceeds of sales, and
such expenses shall not be payable from funds
made available by this chapter. The Secretary
shall, in carrying out the provisions of this sub-
chapter and subchapters II, III, V, VI, VII, VIII,
IX–B, and X of this chapter, be authorized, in his
official capacity, to sue and be sued in any court
of competent jurisdiction, State or Federal.

(June 27, 1934, ch. 847, title I, § 1, 48 Stat. 1246;
Aug. 23, 1935, ch. 614, title III, § 344(a), 49 Stat.
722; Mar. 28, 1941, ch. 31, § 2, 55 Stat. 61; June 28,
1941, ch. 261, § 6, 55 Stat. 365; Aug. 10, 1948, ch. 832,
title IV, § 402, 62 Stat. 1283; Aug. 8, 1949, ch. 403,
§ 2, 63 Stat. 576; Oct. 25, 1949, ch. 729, § 2, 63 Stat.
905; Apr. 20, 1950, ch. 94, title I, § 122, 64 Stat. 59;
Sept. 1, 1951, ch. 378, title II, § 202, 65 Stat. 303;
Pub. L. 89–117, title XI, § 1108(bb), Aug. 10, 1965, 79
Stat. 507; Pub. L. 89–754, title X, § 1020(g), Nov. 3,
1966, 80 Stat. 1296; Pub. L. 90–19, § 1(a)(1), (3), (c),
May 25, 1967, 81 Stat. 17, 18; Pub. L. 98–479, title
II, § 202(a)(1), Oct. 17, 1984, 98 Stat. 2228; Pub. L.
100–242, title IV, § 429(a), Feb. 5, 1988, 101 Stat.
1918; Pub. L. 101–235, title I, § 133(d)(1), Dec. 15,
1989, 103 Stat. 2027; Pub. L. 106–74, title II, § 212,
Oct. 20, 1999, 113 Stat. 1073.)

AMENDMENTS

1999—Pub. L. 106–74 inserted before last sentence ‘‘Ex-
cept with respect to subchapter III of this chapter, for
the purposes of this section, the term ‘‘nonadministra-
tive’’ shall not include contract expenses that are not
capitalized or routinely deducted from the proceeds of
sales, and such expenses shall not be payable from
funds made available by this chapter.’’

1989—Pub. L. 101–235 struck out ‘‘IX–A,’’ after ‘‘VIII,’’
wherever appearing.

1988—Pub. L. 100–242 struck out comma before period
at end of second sentence.

1984—Pub. L. 98–479 struck out ‘‘without regard to the
provisions of other laws applicable to the employment
or compensation of other officers or employees of the
United States’’ at end of second sentence.

1967—Pub. L. 90–19 substituted ‘‘Department of Hous-
ing and Urban Development’’ and ‘‘Secretary’’ for
‘‘Federal Housing Administration’’ and ‘‘Commis-
sioner’’, respectively, wherever appearing, substituted
provision for exercise of national housing powers by the
Secretary of Housing and Urban Development for
former authorization for creation of a Federal Housing
Administration under a Federal Housing Commissioner
appointed by the President with the consent of the Sen-
ate, and substituted ‘‘Department’’ for ‘‘Administra-
tion’’ in penultimate sentence.
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1966—Pub. L. 89–754 inserted references to subchapter
IX–B of this chapter.

1965—Pub. L. 89–117 inserted references to subchapters
V and IX–A of this chapter.

1951—Act Sept. 1, 1951, inserted references to sub-
chapter X of this chapter.

1950—Act Apr. 20, 1950, made technical amendments
to section to reflect change in title of Administrator to
Commissioner and to omit provisions relating to tenure
and compensation of Commissioner.

1949—Joint Res. Oct. 25, 1949, inserted proviso at end
of fourth sentence.

Act Aug. 8, 1949, made provisions applicable to sub-
chapter VIII.

1948—Act Aug. 10, 1948, substituted ‘‘subchapters II,
III, VI, and VII of this chapter’’ for ‘‘subchapters II, III,
and VI of this chapter’’.

1941—Act June 28, 1941, substituted ‘‘$12,000’’ for
‘‘$10,000’’.

Act Mar. 28, 1941, substituted ‘‘subchapters II, III, and
VI’’ for ‘‘subchapters II and III’’.

1935—Act Aug. 23, 1935, inserted sentence at end.

EFFECTIVE DATE OF 1941 AMENDMENT

Amendment by act June 28, 1941, effective July 1,
1941, see section 6 of act June 28, 1941.

REPEALS

Act Aug. 10, 1948, ch. 832, title V, § 501(a), 62 Stat. 1283,
formerly cited as a credit to this section, was repealed
by Pub. L. 89–554, § 8(a), Sept. 6, 1966, 80 Stat. 655.

TRANSFER OF FUNCTIONS

Functions, powers, and duties of Federal Housing Ad-
ministration and Housing and Home Finance Agency
transferred to Secretary of Housing and Urban Develop-
ment who was authorized to delegate such functions,
powers, and duties to such officers and employees of
Department of Housing and Urban Development as Sec-
retary may designate, see sections 3534 and 3535 of Title
42, The Public Health and Welfare.

Reorg. Plan No. 3 of 1947, eff. July 27, 1947, 12 F.R.
4981, 61 Stat. 954, set out in the Appendix to Title 5,
Government Organization and Employees, abolished of-
fice of Federal Housing Administrator and transferred
functions to Federal Housing Commissioner. It also
consolidated Federal Housing Administration with
other agencies into Housing and Home Finance Agency
and transferred functions of Federal Loan Adminis-
trator with respect to Federal Housing Administration
and its functions to Housing and Home Finance Admin-
istrator. Federal Housing Administration continued as
a constituent agency within Housing and Home Fi-
nance Agency. For provisions concerning appointment
and compensation of Federal Housing Commissioner,
see section 3 of Reorganization Plan.

Functions, powers, and duties of National Housing
Agency with respect to property, funds, and other as-
sets which were formerly under administration of Farm
Security Administration and were transferred to Na-
tional Housing Agency by Ex. Ord. No. 9070, Feb. 24,
1942, 7 F.R. 1529, as amended, were abolished by section
2(a)(3) of act Aug. 14, 1946, ch. 964, 60 Stat. 1063, as
amended, set out as a note under sections 1001 to 1005d
of Title 7, Agriculture, except with respect of housing
projects and such other properties and assets in process
of liquidation.

Federal Housing Administration consolidated with
other agencies into National Housing Agency during
World War II, see Ex. Ord. No. 9070.

Functions of National Housing Agency with respect
to non-farm-housing projects and other properties re-
maining under its jurisdiction pursuant to section
2(a)(3) of act Aug. 14, 1946, transferred to Public Hous-
ing Commissioner by Reorg. Plan No. 3 of 1947, § 4(b),
eff. July 27, 1947, 12 F.R. 4983, 61 Stat. 955, set out in the
Appendix to Title 5.

Federal Housing Administration to be administered
by Federal Loan Administrator within Federal Loan

Agency, see Reorg. Plan No. I of 1939, § 402, eff. July 1,
1939, 4 F.R. 2730, 53 Stat. 1429 set out in the Appendix
to Title 5.

EXECUTIVE ORDER NO. 7058

Ex. Ord. No. 7058, May 29, 1935, authorized Federal
Housing Administrator to adopt a seal for Federal
Housing Administration, provided that copies of any
books, records, papers, documents, agreements, orders,
rules, or regulations of Administration were admissible
in evidence equally with originals thereof, and empow-
ered Administrator or his designee to certify or exem-
plify copies of any books, records, papers, or documents
of Administration.

EXECUTIVE ORDER NO. 7280

Ex. Ord. No. 7280, Jan. 28, 1936, was issued as evidence
of creation of Federal Housing Administration and
validated and confirmed creation thereof.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 42 section 1591a.

§ 1702a. Repealed. June 28, 1955, ch. 189,
§ 12(c)(14), 69 Stat. 182

Section, act June 27, 1934, ch. 847, title II, § 228, as
added Aug. 2, 1954, ch. 649, title I, § 126, 68 Stat. 809, au-
thorized Commissioner to establish one position in
GS–18, four in GS–17, and eight in GS–16 in Federal
Housing Administration.

§ 1703. Insurance of financial institutions

(a) The Secretary is authorized and empow-
ered upon such terms and conditions as he may
prescribe, to insure banks, trust companies, per-
sonal finance companies, mortgage companies,
building and loan associations, installment lend-
ing companies and other such financial institu-
tions, which the Secretary finds to be qualified
by experience or facilities and approves as eligi-
ble for credit insurance, against losses which
they may sustain as a result of loans and ad-
vances of credit, and purchases of obligations
representing loans and advances of credit, made
by them on and after July 1, 1939, for the pur-
pose of (i) financing alterations, repairs, and im-
provements upon or in connection with existing
structures or manufactured homes, and the
building of new structures, upon urban, subur-
ban, or rural real property (including the res-
toration, rehabilitation, rebuilding, and replace-
ment of such improvements which have been
damaged or destroyed by earthquake, conflagra-
tion, tornado, hurricane, cyclone, flood, or other
catastrophe), by the owners thereof or by lessees
of such real property under a lease expiring not
less than six months after the maturity of the
loan or advance of credit; and for the purpose of
(ii) financing the purchase of a manufactured
home to be used by the owner as his principal
residence or financing the purchase of a lot on
which to place such home and paying expenses
reasonably necessary for the appropriate prepa-
ration of such lot, including the installation of
utility connections, sanitary facilities, and pav-
ing, and the construction of a suitable pad, or fi-
nancing only the acquisition of such a lot either
with or without such preparation by an owner of
a manufactured home; and for the purpose of fi-
nancing the preservation of historic structures,
and, as used in this section, the term ‘‘historic
structures’’ means residential structures which
are registered in the National Register of His-
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toric Places or which are certified by the Sec-
retary of the Interior to conform to National
Register criteria; and the term ‘‘preservation’’
means restoration or rehabilitation undertaken
for such purposes as are approved by the Sec-
retary in regulations issued by him, after con-
sulting with the Secretary of the Interior. In no
case shall the insurance granted by the Sec-
retary under this section to any such financial
institution on loans, advances of credit, and pur-
chases made by such financial institution for
such purposes on and after July 1, 1939, exceed 10
per centum of the total amount of such loans,
advances of credit, and purchases: Provided,
That with respect to any loan, advance of credit,
or purchase made after August 2, 1954, the
amount of any claim for loss on any such indi-
vidual loan, advance of credit or purchase paid
by the Secretary under the provisions of this
section to a lending institution shall not exceed
90 per centum of such loss.

After August 2, 1954, (i) the Secretary shall not
enter into contracts for insurance pursuant to
this section except with lending institutions
which are subject to the inspection and super-
vision of a governmental agency required by law
to make periodic examinations of their books
and accounts, and which the Secretary finds to
be qualified by experience or facilities to make
and service such loans, advances or purchases,
and with such other lending institutions which
the Secretary approves as eligible for insurance
pursuant to this section on the basis of their
credit and their experience or facilities to make
and service such loans, advances or purchases;
(ii) only such items as substantially protect or
improve the basic livability or utility of prop-
erties shall be eligible for financing under this
section, and therefore the Secretary shall from
time to time declare ineligible for financing
under this section any item, product, alteration,
repair, improvement, or class thereof which he
determines would not substantially protect or
improve the basic livability or utility of such
properties, and he may also declare ineligible
for financing under this section any item which
he determines is especially subject to selling
abuses; and (iii) the Secretary is authorized and
directed, by such regulations or procedures as he
shall deem advisable, to prevent the use of any
financial assistance under this section (1) with
respect to new residential structures (other than
manufactured homes) that have not been com-
pleted and occupied for at least six months, or
(2) which would, through multiple loans, result
in an outstanding aggregate loan balance with
respect to the same structure exceeding the dol-
lar amount limitation prescribed in this sub-
section for the type of loan involved: Provided,
That this clause (iii) may in the discretion of
the Secretary be waived with respect to the pe-
riod of occupancy or completion of any such new
residential structures. The Secretary is hereby
authorized and directed, with respect to manu-
factured homes to be financed under this sec-
tion, to (i) prescribe minimum property stand-
ards to assure the livability and durability of
the manufactured home and the suitability of
the site on which the manufactured home is to
be located; and (ii) obtain assurances from the
borrower that the manufactured home will be

placed on a site which complies with the stand-
ards prescribed by the Secretary and with local
zoning and other applicable local requirements.

The insurance authority provided under this
section may be made available with respect to
any existing manufactured home that has not
been insured under this section if such home was
constructed in accordance with the standards is-
sued under the National Manufactured Housing
Construction and Safety Standards Act of 1974
[42 U.S.C. 5401 et seq.] and it meets standards
similar to the minimum property standards ap-
plicable to existing homes insured under sub-
chapter II of this chapter.

Alterations, repairs, and improvements upon
or in connection with existing structures may
include the provision of fire safety equipment,
energy conserving improvements, or the instal-
lation of solar energy systems. Alterations, re-
pairs, and improvements upon or in connection
with existing structures may also include the
evaluation and reduction of lead-based paint
hazards. As used in this section—

(1) the term ‘‘fire safety equipment’’ means
any device or facility which is designed to re-
duce the risk of personal injury or property
damage resulting from fire and is in conform-
ity with such criteria and standards as shall
be prescribed by the Secretary;

(2) the term ‘‘energy conserving improve-
ments’’ means the purchase and installation of
weatherization materials as defined in section
6862(9) of title 42; and 1

(3) the term ‘‘solar energy system’’ means
any addition, alteration, or improvement to
an existing or new structure which is designed
to utilize wind energy or solar energy either of
the active type based on mechanically forced
energy transfer or of the passive type based on
convective, conductive, or radiant energy
transfer or some combination of these types to
reduce the energy requirements of that struc-
ture from other energy sources, and which is
in conformity with such criteria and standards
as shall be prescribed by the Secretary in con-
sultation with the Secretary of Energy.2

(4) the terms ‘‘evaluation’’, ‘‘reduction’’, and
‘‘lead-based paint hazard’’ have the same
meanings given those terms in section 4851b of
title 42.

(b)(1) No insurance shall be granted under this
section to any such financial institution with
respect to any obligation representing any such
loan, advance of credit, or purchase by it if the
amount of such loan, advance of credit, or pur-
chase exceeds—

(A)(i) $25,000 if made for the purpose of fi-
nancing alterations, repairs and improvements
upon or in connection with existing single-
family structures; and

(ii) $17,500 if made for the purpose of financ-
ing alterations, repairs and improvements
upon or in connection with existing manufac-
tured homes;

(B) $60,000 or an average amount of $12,000
per family unit if made for the purpose of fi-
nancing the alteration, repair, improvement,
or conversion of an existing structure used or
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to be used as an apartment house or a dwelling
for two or more families;

(C) $48,600 if made for the purpose of financ-
ing the purchase of a manufactured home;

(D) $64,800 if made for the purpose of financ-
ing the purchase of a manufactured home and
a suitably developed lot on which to place the
home; and 1

(E) $16,200 if made for the purpose of financ-
ing the purchase, by an owner of a manufac-
tured home which is the principal residence of
that owner, of a suitably developed lot on
which to place that manufactured home, and if
the owner certifies that he or she will place
the manufactured home on the lot acquired
with such loan within 6 months after the date
of such loan.3

(F) $15,000 per family unit if made for the
purpose of financing the preservation of an
historic structure; and

(G) such principal amount as the Secretary
may prescribe if made for the purpose of fi-
nancing fire safety equipment for a nursing
home, extended health care facility, inter-
mediate health care facility, or other com-
parable health care facility.

(2) Because of prevailing higher costs, the Sec-
retary may, by regulation, in Alaska, Guam, or
Hawaii, increase any dollar amount limitation
on manufactured homes or manufactured home
lot loans contained in this subsection by not to
exceed 40 per centum. In other areas, the maxi-
mum dollar amounts specified in subsections
(b)(1)(D) and (b)(1)(E) of this section may be in-
creased on an area-by-area basis to the extent
the Secretary deems necessary, but in no case
may such limits, as so increased, exceed the
lesser of (A) 185 percent of the dollar amount
specified, or (B) the dollar amount specified as
increased by the same percentage by which 95
percent of the median one-family house price in
the area (as determined by the Secretary) ex-
ceeds $67,500.

(3) No insurance shall be granted under this
section to any such financial institution with
respect to any obligation representing any such
loan, advance of credit, or purchase by it if the
term to maturity of such loan, advance of credit
or purchase exceeds—

(A)(i) twenty years and thirty-two days if
made for the purpose of financing alterations,
repairs, and improvements upon or in connec-
tion with an existing single-family structure;
and

(ii) fifteen years and thirty-two days if made
for the purpose of financing alterations, re-
pairs, and improvements upon or in connec-
tion with an existing manufactured home;

(B) twenty years and thirty-two days if
made for the purpose of financing the alter-
ation, repair, improvement or conversion of an
existing structure used or to be used as an
apartment house or a dwelling for two or more
families;

(C) twenty years and thirty-two days (twen-
ty-three years and thirty-two days in the case
of a manufactured home composed of two or
more modules) if made for the purpose of fi-
nancing the purchase of a manufactured home;

(D) twenty years and thirty-two days (twen-
ty-five years and thirty-two days in the case
of a manufactured home composed of two or
more modules) if made for the purpose of fi-
nancing the purchase of a manufactured home
and a suitably developed lot on which to place
the home;

(E) twenty years and thirty-two days if
made for the purpose of financing the pur-
chase, by the owner of a manufactured home
which is the principal residence of that owner,
of a suitably developed lot on which to place
that manufactured home;

(F) fifteen years and thirty-two days if made
for the purpose of financing the preservation
of an historic structure;

(G) such term to maturity as the Secretary
may prescribe if made for the purpose of fi-
nancing the construction of a new structure
for use in whole or in part for agricultural pur-
poses; and

(H) such term to maturity as the Secretary
may prescribe if made for the purpose of fi-
nancing fire safety equipment for a nursing
home, extended health care facility, inter-
mediate health care facility, or other com-
parable health care facility.

(4) For the purpose of this subsection—
(A) the term ‘‘developed lot’’ includes an in-

terest in a condominium project (including
any interest in the common areas) or a share
in a cooperative association;

(B) a loan to finance the purchase of a manu-
factured home or a manufactured home and
lot may also finance the purchase of a garage,
patio, carport, or other comparable appur-
tenance; and

(C) a loan to finance the purchase of a manu-
factured home or a manufactured home and
lot shall be secured by a first lien upon such
home or home and lot, its furnishings, equip-
ment, accessories, and appurtenances.

(5) No insurance shall be granted under this
section to any such financial institution with
respect to any obligation representing any such
loan, advance of credit, or purchase by it unless
the obligation has such maturity, bears such in-
surance premium charges, and contains such
other terms, conditions, and restrictions as the
Secretary shall prescribe, in order to make cred-
it available for the purpose of this subchapter.
Any such obligation with respect to which insur-
ance is granted under this section shall bear in-
terest at such rate as may be agreed upon by the
borrower and the financial institution.

(6)(A) Any obligation with respect to which in-
surance is granted under this section may be re-
financed and extended in accordance with such
terms and conditions as the Secretary may pre-
scribe, but in no event for an additional amount
or term in excess of any applicable maximum
provided for in this subsection.

(B) The owner of a manufactured home lot
purchased without assistance under this section
but otherwise meeting the requirements of this
section may refinance such lot under this sec-
tion in connection with the purchase of a manu-
factured home if the borrower certifies that the
home and lot is or will be his or her principal
residence within six months after the date of the
loan.
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(C) The owner-occupant of a manufactured
home or a home and lot which was purchased
without assistance under this section but which
otherwise meets the requirements of this sec-
tion may refinance such home or home and lot
under this section if the home was constructed
in accordance with standards established under
section 604 of the National Manufactured Hous-
ing Construction and Safety Standards Act of
1974 [42 U.S.C. 5403].

(7) With respect to the financing of alter-
ations, repairs, and improvements to existing
structures or the building of new structures as
authorized under clause (i) of the first sentence
of subsection (a) of this section, any loan broker
(as defined by the Secretary) or any other party
having a financial interest in the making of
such a loan or advance of credit or in providing
assistance to the borrower in preparing the loan
application or otherwise assisting the borrower
in obtaining the loan or advance of credit who
knowingly (as defined in section 1735f–14(g) of
this title) submits to any such financial institu-
tion or to the Secretary false information shall
be subject to a civil money penalty in the
amount and manner provided under section
1735f–14 of this title with respect to mortgagees
and lenders under this chapter.

(c)(1) Notwithstanding any other provision of
law, the Secretary shall have the power, under
regulations to be prescribed by him and ap-
proved by the Secretary of the Treasury, to as-
sign or sell at public or private sale, or other-
wise dispose of, any evidence of debt, contract,
claim, personal property, or security assigned to
or held by him in connection with the payment
of insurance heretofore or hereafter granted
under this section, and to collect or compromise
all obligations assigned to or held by him and
all legal or equitable rights accruing to him in
connection with the payment of such insurance
until such time as such obligations may be re-
ferred to the Attorney General for suit or collec-
tion.

(2) The Secretary is authorized and empowered
(a) to deal with, complete, rent, renovate, mod-
ernize, insure, or sell for cash or credit, in his
discretion, and upon such terms and conditions
and for such considerations as the Secretary
shall determine to be reasonable, any real or
personal property conveyed to or otherwise ac-
quired by him in connection with the payment
of insurance heretofore or hereafter granted
under this subchapter and (b) to pursue to final
collection, by way of compromise or otherwise,
all claims against mortgagors assigned by mort-
gagees to the Secretary in connection with such
real or personal property by way of deficiency or
otherwise: Provided, That section 5 of title 41
shall not be construed to apply to any contract
of hazard insurance or to any purchase or con-
tract for services or supplies on account of such
property if the amount thereof does not exceed
$1,000. The power to convey and to execute in
the name of the Secretary deeds of conveyance,
deeds of release, assignments and satisfactions
of mortgages, and any other written instrument
relating to real or personal property or any in-
terest therein heretofore or hereafter acquired
by the Secretary pursuant to the provisions of
this subchapter may be exercised by an officer

appointed by him without the execution of any
express delegation of power or power of attor-
ney: Provided, That nothing in this paragraph
shall be construed to prevent the Secretary from
delegating such power by order or by power of
attorney, in his discretion, to any officer or
agent he may appoint.

(d) The Secretary is authorized and empow-
ered, under such regulations as he may pre-
scribe, to transfer to any such approved finan-
cial institution any insurance in connection
with any loans and advances of credit which
may be sold to it by another approved financial
institution.

(e) The Secretary is authorized to waive com-
pliance with regulations heretofore or hereafter
prescribed by him with respect to the interest
and maturity of and the terms, conditions, and
restrictions under which loans, advances of cred-
it, and purchases may be insured under this sec-
tion and section 1706a 4 of this title, if in his
judgment the enforcement of such regulations
would impose an injustice upon an insured insti-
tution which has substantially complied with
such regulations in good faith and refunded or
credited any excess charge made, and where
such waiver does not involve an increase of the
obligation of the Secretary beyond the obliga-
tion which would have been involved if the regu-
lations had been fully complied with.

(f) The Secretary shall fix a premium charge
for the insurance hereafter granted under this
section, but in the case of any obligation rep-
resenting any loan, advance of credit, or pur-
chase, such premium charge shall not exceed an
amount equivalent to 1 per centum per annum
of the net proceeds of such loan, advance of
credit, or purchase, for the term of such obliga-
tion, and such premium charge shall be payable
in advance by the financial institution and shall
be paid at such time and in such manner as may
be prescribed by the Secretary.

(g) Any payment for loss made to an approved
financial institution under this section shall be
final and incontestable after two years from the
date the claim was certified for payment by the
Secretary, in the absence of fraud or misrepre-
sentation on the part of such institution, unless
a demand for repurchase of the obligation shall
have been made on behalf of the United States
prior to the expiration of such two-year period.

(h) The Secretary is authorized and directed to
make such rules and regulations as may be nec-
essary to carry out the provisions of this sub-
chapter.

(i) For purposes of this section, the term
‘‘manufactured home’’ includes any elder cot-
tage housing opportunity unit that is small,
freestanding, barrier-free, energy efficient, re-
movable, and designed to be installed adjacent
to an existing 1- to 4-family dwelling.

(June 27, 1934, ch. 847, title I, § 2, 48 Stat. 1246;
May 28, 1935, ch. 150, § 28, 49 Stat. 299; Aug. 23,
1935, ch. 614, title III, § 344(b), 49 Stat. 722; Apr. 3,
1936, ch. 165, § 1, 49 Stat. 1187; Apr. 17, 1936, ch.
234, § 4, 49 Stat. 1234; Apr. 22, 1937, ch. 121, § 2, 50
Stat. 71; Feb. 3, 1938, ch. 13, § 2, 52 Stat. 9; June
3, 1939, ch. 175, §§ 1, 2, 53 Stat. 804, 805; June 28,
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1941, ch. 261, §§ 1–5, 55 Stat. 364, 365; May 26, 1942,
ch. 319, § 13, 56 Stat. 305; Mar. 23, 1943, ch. 21, § 2,
57 Stat. 43; Oct. 15, 1943, ch. 259, §§ 3, 4, 57 Stat.
571; June 26, 1947, ch. 152, 61 Stat. 182; Aug. 10,
1948, ch. 832, title I, § 101(s), 62 Stat. 1275; July 15,
1949, ch. 338, title II, § 201(1), 63 Stat. 421; Aug. 30,
1949, ch. 524, 63 Stat. 681; Oct. 25, 1949, ch. 729,
§ 1(1), 63 Stat. 905; Apr. 20, 1950, ch. 94, title I,
§§ 101(a), 122, 64 Stat. 48, 59; Mar. 10, 1953, ch. 5,
§ 1, 67 Stat. 4; Aug. 2, 1954, ch. 649, title I,
§§ 101(a), 102, 68 Stat. 590; June 30, 1955, ch. 251,
§ 1(1), 69 Stat. 225; Aug. 11, 1955, ch. 783, title I,
§ 101, 69 Stat. 635; Feb. 10, 1956, ch. 33, 70 Stat. 11;
Aug. 7, 1956, ch. 1029, title I, § 101, 70 Stat. 1091;
Pub. L. 85–104, title I, § 105, July 12, 1957, 71 Stat.
297; Pub. L. 86–372, title I, § 101, Sept. 23, 1959, 73
Stat. 654; Pub. L. 86–788, § 2(a), Sept. 14, 1960, 74
Stat. 1028; Pub. L. 87–70, title VI, § 604(a), June
30, 1961, 75 Stat. 177; Pub. L. 88–560, title I, § 101,
Sept. 2, 1964, 78 Stat. 769; Pub. L. 89–117, title II,
§ 202(a), title XI, § 1108(a), Aug. 10, 1965, 79 Stat.
465, 504; Pub. L. 90–19, § 1(a)(3), (d), May 25, 1967,
81 Stat. 17, 18; Pub. L. 90–448, title III, § 308, Aug.
1, 1968, 82 Stat. 509; Pub. L. 91–78, § 2(a), Sept. 30,
1969, 83 Stat. 125; Pub. L. 91–152, title I, §§ 101(a),
103(c), Dec. 24, 1969, 83 Stat. 379, 380; Pub. L.
91–432, § 1(a), Oct. 2, 1970, 84 Stat. 886; Pub. L.
91–473, § 1(a), Oct. 21, 1970, 84 Stat. 1064; Pub. L.
91–525, § 1(a), Dec. 1, 1970, 84 Stat. 1384; Pub. L.
91–609, title I, §§ 101(a), 113, Dec. 31, 1970, 84 Stat.
1770, 1773; Pub. L. 92–503, § 1(a), Oct. 18, 1972, 86
Stat. 906; Pub. L. 93–85, § 1(a), Aug. 10, 1973, 87
Stat. 220; Pub. L. 93–117, § 1(a), Oct. 2, 1973, 87
Stat. 421; Pub. L. 93–383, title III, §§ 309(a)–(d),
316(a), Aug. 22, 1974, 88 Stat. 680, 681, 685; Pub. L.
93–449, § 4(a), Oct. 18, 1974, 88 Stat. 1366; Pub. L.
94–173, § 1, Dec. 23, 1975, 89 Stat. 1027; Pub. L.
95–60, § 1(a), June 30, 1977, 91 Stat. 257; Pub. L.
95–80, § 1(a), July 31, 1977, 91 Stat. 339; Pub. L.
95–128, title II, §§ 301(a), 306, Oct. 12, 1977, 91 Stat.
1131, 1134; Pub. L. 95–406, § 1(a), Sept. 30, 1978, 92
Stat. 879; Pub. L. 95–557, title III, §§ 301(a), 320,
Oct. 31, 1978, 92 Stat. 2095, 2101; Pub. L. 95–619,
title II, § 241, Nov. 9, 1978, 92 Stat. 3228; Pub. L.
96–71, § 1(a), Sept. 28, 1979, 93 Stat. 501; Pub. L.
96–105, § 1(a), Nov. 8, 1979, 93 Stat. 794; Pub. L.
96–153, title III, §§ 301(a), 313(a), Dec. 21, 1979, 93
Stat. 1111, 1116; Pub. L. 96–372, § 1(a), Oct. 3, 1980,
94 Stat. 1363; Pub. L. 96–399, title III, §§ 301(a),
308(a)–(c)(1), Oct. 8, 1980, 94 Stat. 1638, 1640; Pub.
L. 97–35, title III, §§ 331(a), 338(a), 339B(c), Aug.
13, 1981, 95 Stat. 412, 414, 417; Pub. L. 97–289, § 1(a),
Oct. 6, 1982, 96 Stat. 1230; Pub. L. 98–35, § 1(a),
May 26, 1983, 97 Stat. 197; Pub. L. 98–109, § 1(a),
Oct. 1, 1983, 97 Stat. 745; Pub. L. 98–181, title IV,
§§ 401(a), 404(b)(1), 415–417, Nov. 30, 1983, 97 Stat.
1207, 1208, 1212; Pub. L. 99–120, § 1(a), Oct. 8, 1985,
99 Stat. 502; Pub. L. 99–156, § 1(a), Nov. 15, 1985, 99
Stat. 815; Pub. L. 99–219, § 1(a), Dec. 26, 1985, 99
Stat. 1730; Pub. L. 99–267, § 1(a), Mar. 27, 1986, 100
Stat. 73; Pub. L. 99–272, title III, § 3007(a), Apr. 7,
1986, 100 Stat. 104; Pub. L. 99–289, § 1(b), May 2,
1986, 100 Stat. 412; Pub. L. 99–345, § 1, June 24,
1986, 100 Stat. 673; Pub. L. 99–430, Sept. 30, 1986,
100 Stat. 986; Pub. L. 100–122, § 1, Sept. 30, 1987,
101 Stat. 793; Pub. L. 100–154, Nov. 5, 1987, 101
Stat. 890; Pub. L. 100–170, Nov. 17, 1987, 101 Stat.
914; Pub. L. 100–179, Dec. 3, 1987, 101 Stat. 1018;
Pub. L. 100–200, Dec. 21, 1987, 101 Stat. 1327; Pub.
L. 100–242, title IV, § 401(b), Feb. 5, 1988, 101 Stat.
1898; Pub. L. 101–235, title I, § 134(a), Dec. 15, 1989,

103 Stat. 2027; Pub. L. 101–625, title III, § 340(b)(1),
(c), title VIII, § 806(a), Nov. 28, 1990, 104 Stat.
4147, 4323; Pub. L. 102–389, title II, Oct. 6, 1992, 106
Stat. 1592, 1593; Pub. L. 102–550, title V,
§ 503(c)(1), title X, § 1012(k)(1), Oct. 28, 1992, 106
Stat. 3779, 3906; Pub. L. 106–569, title IX, § 901,
Dec. 27, 2000, 114 Stat. 3026.)

REFERENCES IN TEXT

The National Manufactured Housing Construction
and Safety Standards Act of 1974, referred to in subsec.
(a), is title VI of Pub. L. 93–383, Aug. 22, 1974, 88 Stat.
700, as amended, which is classified generally to chap-
ter 70 (§ 5401 et seq.) of Title 42, The Public Health and
Welfare. For complete classification of this Act to the
Code, see Short Title note set out under section 5401 of
Title 42 and Tables.

Section 1706a of this title, referred to in subsec. (e),
was repealed by act June 3, 1939, ch. 175, § 3, 53 Stat. 805,
eff. July 1, 1939.

CODIFICATION

References to ‘‘mobile homes’’, wherever appearing in
text, were changed to ‘‘manufactured homes’’ in view of
the amendment of the National Housing Act by section
308(c)(1) of Pub. L. 96–399 requiring the substitution of
‘‘manufactured home’’ for ‘‘mobile home’’ wherever ap-
pearing in the National Housing Act, and section
339B(c) of Pub. L. 97–35 (set out below) providing that
the terms ‘‘mobile home’’ and ‘‘manufactured home’’
shall be deemed to include the terms ‘‘mobile homes’’
and ‘‘manufactured homes’’, respectively.

AMENDMENTS

2000—Subsec. (b)(3)(E). Pub. L. 106–569 substituted
‘‘twenty years’’ for ‘‘fifteen years’’.

1992—Subsec. (a). Pub. L. 102–550, § 1012(k)(1), which
directed amendment of fifth undesignated par. by in-
serting ‘‘Alterations, repairs, and improvements upon
or in connection with existing structures may also in-
clude the evaluation and reduction of lead-based paint
hazards.’’, and by adding par. (4), was executed to
fourth undesignated par. to reflect the probable intent
of Congress.

Subsec. (b)(1)(C) to (E). Pub. L. 102–550, § 503(c)(1),
added subpars. (C) to (E) and struck out former sub-
pars. (C) to (E) which read as follows:

‘‘(C) 70 percent of the median 1-family house price in
the area, as determined by the Secretary under section
1709(b)(2) of this title, if made for the purpose of financ-
ing the purchase of a manufactured home;

‘‘(D) 80 percent of the median 1-family house price in
the area, as determined by the Secretary under section
1709(b)(2) of this title, if made for the purpose of financ-
ing the purchase of a manufactured home and a suit-
ably developed lot on which to place the home;

‘‘(E) the greater of (i) 20 percent of the median 1-fam-
ily house price in the area, as determined by the Sec-
retary under section 1709(b)(2) of this title, or (ii)
$13,500, if made for the purpose of financing the pur-
chase, by an owner of a manufactured home which is
the principal residence of the owner, of a suitably de-
veloped lot on which to place that manufactured home,
and if the owner certifies that the owner will place the
manufactured home on the lot acquired with such loan
within 6 months after the date of such loan;’’.

Pub. L. 102–389 added subpars. (C) to (E) and struck
out former subpars. (C) to (E) which read as follows:

‘‘(C) $40,500 if made for the purpose of financing the
purchase of a manufactured home;

‘‘(D) $54,000 if made for the purpose of financing the
purchase of a manufactured home and a suitably devel-
oped lot on which to place the home;

‘‘(E) $13,500, if made for the purpose of financing the
purchase, by an owner of a manufactured home which
is the principal residence of that owner, of a suitably
developed lot on which to place that manufactured
home, and if the owner certifies that he or she will
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place the manufactured home on the lot acquired with
such loan within six months after the date of such
loan;’’.

Subsec. (b)(2). Pub. L. 102–389 substituted ‘‘but in no
case may such limits, as so increased, exceed the lesser
of (A) 185 percent of the dollar amount specified, or (B)
the dollar amount specified as increased by the same
percentage by which 95 percent of the median one-fam-
ily house price in the area (as determined by the Sec-
retary) exceeds $67,500’’ for ‘‘but not to exceed the per-
centage by which the maximum mortgage amount of a
one-family residence in the area is increased by the
Secretary under section 1709(b)(2) of this title’’.

1990—Subsec. (b)(1)(A). Pub. L. 101–625, § 340(b)(1)(A),
added subpar. (A) and struck out former subpar. (A)
which read as follows: ‘‘$17,500 ($20,000 where financing
the installation of a solar energy system is involved) if
made for the purpose of financing alterations, repairs
and improvements upon or in connection with existing
single-family structures or manufactured homes;’’.

Subsec. (b)(1)(B). Pub. L. 101–625, § 340(b)(1)(B), sub-
stituted ‘‘$60,000 or an average amount of $12,000 per
family unit’’ for ‘‘$43,750 or an average amount of $8,750
per family unit ($50,000 and $10,000, respectively, where
financing the installation of a solar energy system is
involved)’’.

Subsec. (b)(3)(A). Pub. L. 101–625, § 340(c)(1), added sub-
par. (A) and struck out former subpar. (A) which read
as follows: ‘‘fifteen years and thirty-two days if made
for the purpose of financing alterations, repairs, and
improvements upon or in connection with an existing
single-family structure or manufactured home;’’.

Subsec. (b)(3)(B). Pub. L. 101–625, § 340(c)(2), sub-
stituted ‘‘twenty years’’ for ‘‘fifteen years’’.

Subsec. (i). Pub. L. 101–625, § 806(a), added subsec. (i).
1989—Subsec. (b)(7). Pub. L. 101–235 added par. (7).
1988—Subsec. (a). Pub. L. 100–242 struck out ‘‘and not

later than March 15, 1988,’’ after ‘‘made by them on or
after July 1, 1939,’’.

1987—Subsec. (a). Pub. L. 100–200 substituted ‘‘March
15, 1988’’ for ‘‘December 16, 1987’’.

Pub. L. 100–179 substituted ‘‘December 16, 1987’’ for
‘‘December 2, 1987’’.

Pub. L. 100–170 substituted ‘‘December 2, 1987’’ for
‘‘November 15, 1987’’.

Pub. L. 100–154 substituted ‘‘November 15, 1987’’ for
‘‘October 31, 1987’’.

Pub. L. 100–122 substituted ‘‘October 31, 1987’’ for
‘‘September 30, 1987’’.

1986—Subsec. (a). Pub. L. 99–430 substituted ‘‘Septem-
ber 30, 1987’’ for ‘‘September 30, 1986’’.

Pub. L. 99–345 substituted ‘‘September 30, 1986’’ for
‘‘June 6, 1986’’.

Pub. L. 99–289 substituted ‘‘June 6, 1986’’ for ‘‘April 30,
1986’’.

Pub. L. 99–272 made amendment identical to Pub. L.
99–219. See 1985 Amendment note below.

Pub. L. 99–267 substituted ‘‘April 30, 1986’’ for ‘‘March
17, 1986’’.

1985—Subsec. (a). Pub. L. 99–219 substituted ‘‘not later
than March 17, 1986’’ for ‘‘prior to December 16, 1985’’.

Pub. L. 99–156 substituted ‘‘December 16, 1985’’ for
‘‘November 15, 1985’’.

Pub. L. 99–120 substituted ‘‘November 15, 1985’’ for
‘‘October 1, 1985’’.

1983—Subsec. (a). Pub. L. 98–181, § 415, inserted new
undesignated par. authorizing insurance be made avail-
able to existing manufactured homes not insured under
this section if such homes were constructed in accord-
ance with the standards issued under the National
Manufactured Housing Construction and Safety Stand-
ards Act of 1974 and meet standards similar to the min-
imum property standards applicable to existing homes
issued under subchapter II of this chapter.

Pub. L. 98–181, § 401(a), substituted ‘‘October 1, 1985’’
for ‘‘December 1, 1983’’.

Pub. L. 98–109 substituted ‘‘December 1, 1983’’ for ‘‘Oc-
tober 1, 1983’’.

Pub. L. 98–35 substituted ‘‘October 1, 1983’’ for ‘‘May
21, 1983’’.

Subsec. (b)(1)(C). Pub. L. 98–181, § 416(a)(1), substituted
‘‘$40,500’’ for ‘‘$22,500 ($35,000 in the case of a manufac-
tured home composed of two or more modules)’’.

Subsec. (b)(1)(D). Pub. L. 98–181, § 416(a)(2), sub-
stituted ‘‘$54,000’’ for ‘‘$35,000 ($47,500 in the case of a
manufactured home composed of two or more mod-
ules)’’.

Subsec. (b)(1)(E). Pub. L. 98–181, § 416(a)(3), substituted
‘‘$13,500’’ for ‘‘such an amount as may be necessary, but
not exceeding $12,500,’’.

Subsec. (b)(2). Pub. L. 98–181, § 416(b), substituted pro-
vision authorizing the Secretary, in other areas, to in-
crease the maximum dollar amounts specified in sub-
sec. (b)(1)(D) and (E) on an area-by-area basis as
deemed necessary, but not to exceed the percentage by
which the maximum mortgage amount of a one-family
residence in the area is increased by the Secretary
under section 1709(b)(2) of this title for provision which
authorized the Secretary, by regulation, in other areas
where needed to meet the higher costs of land acquisi-
tion, etc., in connection with the purchase of a manu-
factured home or lot, to increase any dollar amount
limitation otherwise applicable by an additional $7,500.

Subsec. (b)(5). Pub. L. 98–181, § 404(b)(1), amended par.
(5) generally, substituting provision that any obliga-
tion with respect to which insurance is granted under
this section bear interest at such rate as agreed upon
by the borrower and the financial institution for provi-
sion that any such obligation bear interest and insur-
ance premium charges as do not exceed an amount de-
termined by a specified formula.

Subsec. (b)(6)(C). Pub. L. 98–181, § 417, added subpar.
(C).

1982—Subsec. (a). Pub. L. 97–289 substituted ‘‘May 21,
1983’’ for ‘‘October 1, 1982’’.

1981—Subsec. (a). Pub. L. 97–35, § 331(a), substituted
‘‘1982’’ for ‘‘1981’’.

Subsec. (b). Pub. L. 97–35, § 338(a), completely revised
and reorganized provisions respecting computations,
adjustments, applicability, etc., for granting of insur-
ance to financial institutions for obligations represent-
ing loans, advances of credit, or purchases.

1980—Subsec. (a). Pub. L. 96–399, §§ 301(a), 308(c)(1),
substituted ‘‘October 1, 1981’’ for ‘‘October 16, 1980’’, and
substituted ‘‘manufactured home’’ for ‘‘mobile home’’
wherever appearing.

Pub. L. 96–372 substituted ‘‘October 16, 1980’’ for ‘‘Oc-
tober 1, 1980’’.

Subsec. (b). Pub. L. 96–399, § 308(a)–(c)(1), inserted pro-
visions respecting areas of high land costs or high set-
up costs, substituted ‘‘manufactured home’’ for ‘‘mo-
bile home’’ wherever appearing, and increased amounts
with respect to financing purchases of such homes from
$18,000 to $20,000 (from $27,000 to $30,000 where there are
two or more modules), where an undeveloped lot is con-
cerned from $24,000 to $26,675 (from $33,000 to $36,675
where there are two or more modules), where a suitably
developed lot is concerned from $27,500 to $30,550 (from
$36,500 to $40,550 where there are two or more modules),
and where a principal place of residence of the owner is
concerned from $6,250 to $6,950 and $9,375 to $10,425, re-
spectively, for undeveloped and developed lots.

1979—Subsec. (a). Pub. L. 96–153, § 301(a), substituted
‘‘October 1, 1980’’ for ‘‘December 1, 1979’’.

Pub. L. 96–105 substituted ‘‘December 1, 1979’’ for ‘‘No-
vember 1, 1979’’.

Pub. L. 96–71 substituted ‘‘November 1, 1979’’ for ‘‘Oc-
tober 1, 1979’’.

Subsec. (b). Pub. L. 96–153, § 313(a), substituted: in cl.
(1) of first sentence of first unlettered paragraph
‘‘$18,000 ($27,000 in the case of a mobile home contain-
ing’’ for ‘‘$16,000 ($24,000 in the case of a mobile home
composing’’, in subpar. (A) of second unlettered para-
graph ‘‘such an amount not exceeding $24,000 ($33,000 in
the case of a mobile home composed of two or more
modules)’’ for ‘‘an amount not exceeding (i) the maxi-
mum amount under clause (1) of the first paragraph of
this subsection, and (ii) such amount not to exceed
$5,000 as may be necessary to cover the cost of purchas-
ing the lot’’, in subpar. (B) of second unlettered para-
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graph ‘‘twenty years and thirty-two days (twenty-five’’
for ‘‘fifteen years and thirty-two days (twenty-three’’,
in subpar. (A) of third unlettered paragraph ‘‘such an
amount not exceeding $27,500 ($36,500 in the case of a
mobile home composed of two or more modules)’’ for
‘‘an amount not exceeding (i) the maximum amount
under clause (1) of the first paragraph of this sub-
section, and (ii) such amount not to exceed $7,500 as
may be necessary to cover the cost of purchasing the
lot’’, in subpar. (B) of such unlettered paragraph ‘‘twen-
ty years and thirty-two days (twenty-five’’ for ‘‘fifteen
years and thirty-two days (twenty-three’’, in subpar.
(A) of the fourth unlettered paragraph ‘‘$6,250 in the
case of an undeveloped lot, or (ii) $9,375’’ for ‘‘$5,000 in
the case of an undeveloped lot, or (ii) $7,500’’, and in
subpar. (B) of such paragraph ‘‘fifteen years and thirty-
two days’’ for ‘‘ten years and thirty-two days’’.

1978—Subsec. (a). Pub. L. 95–557, § 301(a), substituted
‘‘October 1, 1979’’ for ‘‘November 1, 1978’’.

Pub. L. 95–406 substituted ‘‘November 1, 1978’’ for ‘‘Oc-
tober 1, 1978’’.

Subsec. (a)(2). Pub. L. 95–619 defined ‘‘energy conserv-
ing improvements’’ in terms of purchase and installa-
tion of weatherization materials as defined in section
6862(9) of title 42 rather than additions, alterations, or
improvements of an existing or new structure, designed
to reduce the total energy requirements of a structure
in conformity with standards prescribed by the Sec-
retary.

Subsec. (a)(3). Pub. L. 95–619 expanded definition of
‘‘solar energy system’’ to include the utilization of
wind energy and added the distinction between active
and passive types of energy systems.

Subsec. (b). Pub. L. 95–557, § 320, substituted ‘‘not in
excess of $37,500 nor an average amount of $7,500 per
family unit and having a maturity not in excess of fif-
teen years’’ for ‘‘not in excess of $25,000 nor an average
amount of $5,000 per family unit and having a maturity
not in excess of twelve years’’.

1977—Subsec. (a). Pub. L. 95–128, § 301(a), substituted
‘‘October 1, 1978’’ for ‘‘October 1, 1977’’.

Pub. L. 95–80 substituted ‘‘October 1, 1977’’ for ‘‘Au-
gust 1, 1977’’.

Pub. L. 95–60 substituted ‘‘August 1, 1977’’ for ‘‘June
30, 1977’’.

Subsec. (b). Pub. L. 95–128, § 306, substituted: in cl. (1)
of first sentence ‘‘$15,000’’ for ‘‘$10,000’’ and ‘‘$16,000
($24,000’’ for ‘‘$12,500 ($20,000’’, and in cl. (2) ‘‘fifteen
years’’ for ‘‘twelve years’’; inserted at end of proviso in
cl. (2) ‘‘(twenty-three years and thirty-two days in the
case of a mobile home composed of two or more mod-
ules)’’; substituted in subpar. (B) of the second and
third paragraphs ‘‘twenty-three years’’ for ‘‘twenty
years’’; and inserted paragraph at end of subsec. (b)
which authorized the Secretary to increase by regula-
tion any dollar amount limitation on mobile homes or
mobile home lot loans contained in this subsection by
not to exceed 40 per centum.

1975—Subsec. (b). Pub. L. 94–173 substituted ‘‘$12,500
($20,000’’ for ‘‘$10,000 ($15,000’’ in cl. 1.

1974—Subsec. (a). Pub. L. 93–449, § 4(a)(1), inserted pro-
visions relating to financing preservation of historic
structures and defining ‘‘historic structures’’ and
‘‘preservation’’.

Pub. L. 93–383, §§ 309(b)(1), (2), (c), 316(a), substituted
‘‘June 30, 1977’’ for ‘‘October 1, 1974’’ in provisions pre-
ceding initially designated cl. (i), inserted ‘‘or mobile
homes’’ after ‘‘in connection with existing structures’’
in initial cl. (i), provisions relating to the financing of
the purchase of a lot on which a mobile home is to be
placed and payment of reasonable expenses for the ap-
propriate preparation of such lot, and paragraph relat-
ing to alteration, repair, and improvement upon or in
connection with existing structures with respect to in-
clusion of fire safety equipment, etc.

Subsec. (b). Pub. L. 93–449, § 4(a)(2), added par. relat-
ing to loans financing preservation of historic struc-
tures.

Pub. L. 93–383, § 309(a), (b)(3), (d), in cl. (1) substituted
‘‘exceeds $10,000’’ for ‘‘exceeds $5,000’’, in cl. (2) sub-

stituted provisions relating to maturity of obligation
in excess of twelve years and thirty-two days for provi-
sions relating to maturity of obligation in excess of
three years and thirty-two days and authorization of
increase to seven years and thirty-two days under con-
ditions determined by the Secretary and substituted
‘‘fifteen years and thirty-two days’’ for ‘‘twelve years
and thirty-two days (fifteen years and thirty-two days
in the case of a mobile home composed of two or more
modules)’’, in cl. (3) substituted ‘‘$25,000’’ for ‘‘$15,000’’,
‘‘$5,000’’ for ‘‘$2,500’’, and ‘‘twelve years’’ for ‘‘seven
years’’, inserted provision relating to loans to finance
fire safety equipment for a nursing home, etc., and in-
serted paragraphs relating to financing the purchase of
a mobile home and an undeveloped lot on which the
mobile home is to be placed, financing the purchase of
a mobile home and a suitably developed lot on which
the mobile home is to be placed, and financing the pur-
chase by the owner of a mobile home of a lot on which
the mobile home is to be placed.

1973—Subsec. (a). Pub. L. 93–117 substituted ‘‘October
1, 1974’’ for ‘‘October 1, 1973’’.

Pub. L. 93–85 substituted ‘‘October 1, 1973’’ for ‘‘June
30, 1973’’.

1972—Subsec. (a). Pub. L. 92–503 substituted ‘‘June 30,
1973’’ for ‘‘October 1, 1972’’.

1970—Subsec. (a). Pub. L. 91–609, § 101(a), substituted
‘‘October 1, 1972’’ for ‘‘January 1, 1971’’.

Pub. L. 91–525 substituted ‘‘January 1, 1971’’ for ‘‘De-
cember 1, 1970’’.

Pub. L. 91–473 substituted ‘‘December 1, 1970’’ for ‘‘No-
vember 1, 1970’’.

Pub. L. 91–432 substituted ‘‘November 1, 1970’’ for ‘‘Oc-
tober 1, 1970’’.

Subsec. (b). Pub. 91–609, § 113(1), (2), in cl. (1) prohib-
ited insurance with respect to obligations representing
a loan where loan exceeds ‘‘($15,000 in the case of a mo-
bile home composed of two or more modules)’’, and in
cl. (2) prescribed maturity date for obligation financing
purchase of a mobile home of ‘‘(fifteen years and thir-
ty-two days in the case of a mobile home composed of
two or more modules)’’.

1969—Subsec. (a). Pub. L. 91–152, §§ 101(a), 103(c)(1)(4),
substituted ‘‘October 1, 1970’’ for ‘‘January 1, 1970’’, des-
ignated as ‘‘(i)’’ provisions authorizing and empowering
the Secretary to insure institutions financing alter-
ations, repairs, and improvements, etc., inserted provi-
sions designated as ‘‘(ii)’’ dealing with institutions
which finance the purchase of mobile homes used by
the owner as his principal residence, inserted ‘‘(other
than mobile homes)’’ after ‘‘(1) with respect to new res-
idential structures’’, and inserted provisions authoriz-
ing and directing the Secretary to prescribe minimum
property standards and conformance to local zoning re-
quirements with respect to mobile homes financed by
insured institutions.

Pub. L. 91–78 substituted ‘‘January 1, 1970’’ for ‘‘Octo-
ber 1, 1969’’.

Subsec. (b). Pub. L. 91–152, § 103(c)(5), (6), in cl. (1) in-
serted provision excepting obligations financing the
purchase of mobile homes in an amount not exceeding
$10,000, and in cl. (2) inserted proviso limiting obliga-
tions financing the purchase of mobile homes to a ma-
turity date not in excess of twelve years and thirty-two
days.

Subsec. (c)(2). Pub. L. 91–152, § 103(c)(7), substituted
‘‘real or personal property’’ for ‘‘real property’’ wher-
ever appearing.

1968—Subsec. (b). Pub. L. 90–448 substituted ‘‘$5,000’’
for ‘‘$3,500’’, ‘‘seven years’’ for ‘‘five years’’, ‘‘$5.50 dis-
count’’ for ‘‘$5 discount’’, and ‘‘$4.50 discount’’ for ‘‘$4
discount’’.

1967—Pub. L. 90–19, § 1(a)(3), substituted ‘‘Secretary’’
for ‘‘Commissioner’’ wherever appearing in subsecs. (a),
(b), (c)(1), (2), and (d) to (h).

Subsec. (c)(2). Pub. L. 90–19, § 1(d), substituted ‘‘an of-
ficer’’ for ‘‘the Commissioner or by any Assistant Com-
missioner’’.

1965—Subsec. (a). Pub. L. 89–117, § 202(a), substituted
‘‘October 1, 1969’’ for ‘‘October 1, 1965’’.
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Subsec. (f). Pub. L. 89–117, § 1108(a), struck out provi-
sions directing the deposit of premium charges and fees
and property held with respect to insurance into a
United States Treasury account to be used to defray
Federal Housing Administration expenses and to pay
insurance claims and making allowance for transfer
and merger of funds and disposition of surplus funds.

1964—Subsec. (g). Pub. L. 88–560 struck out ‘‘after De-
cember 31, 1957,’’ after ‘‘Any payment for loss made’’.

1961—Subsec. (a). Pub. L. 87–70 substituted ‘‘October
1, 1965’’ for ‘‘October 1, 1961’’.

1960—Subsec. (a). Pub. L. 86–788 substituted ‘‘October
1, 1961’’ for ‘‘October 1, 1960’’, and struck out provisions
limiting the aggregate amount of all loans, advances of
credit, and obligations purchased, with respect to
which insurance could be granted under the section, at
$1,750,000,000.

1959—Subsec. (a). Pub. L. 86–372 substituted ‘‘October
1, 1960’’ for ‘‘September 30, 1959’’.

1957—Subsecs. (g), (h). Pub. L. 85–104 added subsec. (g)
and redesignated former subsec. (g) as (h).

1956—Subsec. (a). Act Aug. 7, 1956, § 101(a), substituted
‘‘September 30, 1959’’ for ‘‘September 30, 1956’’ and pro-
viso of second par. authorizing waiver of clause (iii) in
discretion of Commissioner with respect to occupancy
of completion of new residential structures, for former
proviso providing that the clause (iii) occupancy re-
quirement should not be mandatory with respect to
new residences damaged by a major disaster.

Act Feb. 10, 1956, removed the six months’ occupancy
requirement with respect to new residences damaged by
a major disaster.

Subsec. (b). Act Aug. 7, 1956, § 101(b), (c), increased
amount of loans which can be insured to $3,500 in lieu
of former provisions providing $2,500 for improvement
of existing structures and $3,000 for construction of new
structures, increased maximum term of loans which
can be insured from 3 years and thirty-two days to 5
years and thirty-two days, inserted proviso limiting in-
terest and premium charges equivalent to $5 discount
per $100 for proceeds of loan up to $2,500 and $4 discount
per $100 for proceeds in excess of $2,500, and substituted
‘‘$15,000 nor an average amount of $2,500 per family
unit’’ for ‘‘$10,000’’.

1955—Subsec. (a). Act Aug. 11, 1955, substituted ‘‘Sep-
tember 30, 1956’’ for ‘‘August 1, 1955’’.

Act June 30, 1955, substituted ‘‘August 1, 1955’’ for
‘‘July 1, 1955’’.

1954—Subsec. (a). Act Aug. 2, 1954, § 101(a), in second
sentence, inserted proviso restricting claims for losses
on individual loans, advances of credit, and purchases
to 90 per centum of loss in each such case, and added
second par.

Subsec. (f). Act Aug. 2, 1954, § 102, inserted last two
sentences with respect to termination of the Title I
Claims Account as of August 1, 1954.

1953—Subsec. (a). Act Mar. 10, 1953, increased the Sub-
chapter I loan insurance authorization from
$1,250,000,000 to $1,750,000,000.

1950—Act Apr. 20, 1950, § 122, substituted ‘‘Commis-
sioner’’ for ‘‘Administrator’’ wherever appearing.

Subsec. (a). Act Apr. 20, 1950, § 101(a)(1), (2), sub-
stituted ‘‘July 1, 1955’’ for ‘‘Mar. 1, 1950’’, and limited
the total amount of outstanding loans with respect to
which insurance is granted under this section to
$1,250,000,000 outstanding at any one time.

Subsec. (b)(1). Act Apr. 20, 1950, § 101(a)(3), substituted
‘‘$3,000’’ for ‘‘$4,500’’.

Subsec. (b)(2). Act Apr. 20, 1950, § 101(a)(4), struck out
‘‘residential or’’ before ‘‘agricultural purposes’’.

Subsec. (f). Act Apr. 20, 1950, § 101(a)(5), substituted
‘‘section’’ for ‘‘subchapter’’ wherever appearing.

1949—Subsec. (a). Joint Res. Oct. 25, 1949, substituted
‘‘March 1, 1950’’ for ‘‘November 1, 1949’’ in first sentence
and ‘‘$225,000,000’’ for ‘‘$200,000,000’’ in last sentence.

Act Aug. 30, 1949, substituted ‘‘November 1, 1949’’ for
‘‘September 1, 1949’’.

Act July 15, 1949, substituted ‘‘September 1, 1949’’ for
‘‘July 1, 1949’’.

1948—Subsec. (a). Act Aug. 10, 1948, § 101(s)(1), sub-
stituted ‘‘$200,000,000’’ for ‘‘$165,000,000’’.

Subsec. (b). Act Aug. 10, 1948, § 101(s)(2)–(4), sub-
stituted ‘‘$4,500’’ for ‘‘$3,000’’, struck out first proviso
and inserted in lieu a new proviso, and struck out last
sentence.

1947—Subsec. (a). Act June 26, 1947, extended provi-
sions of section for two years from 1947 to 1949.

1943—Subsec. (a). Act Oct. 15, 1943, substituted ‘‘1947’’
for ‘‘1944’’ in first sentence.

Act Mar. 23, 1943, substituted ‘‘1944’’ for ‘‘1943’’ in first
sentence.

Subsec. (f). Act Oct. 15, 1943, § 4, struck out ‘‘three-
fourths of’’ before ‘‘1 per centum’’ in first sentence.

1942—Subsec. (b). Act May 26, 1942, amended provi-
sions generally.

1941—Subsec. (a). Act June 28, 1941, §§ 1, 2, substituted
‘‘July 1, 1943’’ for ‘‘July 1, 1941’’ in first sentence; in-
serted ‘‘and other sources’’ after ‘‘premiums’’; and sub-
stituted ‘‘$165,000,000’’ for ‘‘$100,000,000’’.

Subsec. (b). Act June 28, 1941, § 3, substituted ‘‘made
for the purpose of financing the alteration, repair, or
improvement of existing structures exceeds $2,500 (or in
the case of the alteration, repair, or improvement of an
existing dwelling designed or to be designed for more
than one family, exceeds $5,000), or for the purpose of fi-
nancing the construction of new structures exceeds
$3,000’’ for ‘‘exceeds $2,500’’; substituted in cl. (2) ‘‘where
the loan, advance of credit, or purchase does not exceed
$2,500, or has a maturity in excess of five years and
thirty-two days, where the loan, advance of credit, or
purchase exceeds $2,500 but does not exceed $5,000; ex-
cept that such maturity limitations shall not apply if’’
for ‘‘unless’’; and inserted proviso at end.

Subsec. (c). Act June 28, 1941, § 4, designated existing
provisions as par. (1), inserted ‘‘personal’’ before ‘‘prop-
erty’’, and added par. (2).

Subsec. (f). Act June 28, 1941, § 5, inserted ‘‘and all
moneys collected by the Administrator as fees of any
kind in connection with the granting of insurance as
provided in this section, and all moneys derived from
the sale, collection, disposition, or compromise of any
evidence of debt, contract, claim, property, or security
assigned to or held by the Administrator as provided in
subsection (c) of this section with respect to insurance
collected on and after July 1, 1939’’ in last sentence.

1939—Subsecs. (a), (b). Act June 3, 1939, § 1, amended
provisions generally.

Subsecs. (f), (g). Act June 3, 1939, § 2, added subsecs. (f)
and (g).

1938—Subsecs. (a), (b). Act Feb. 3, 1938, amended pro-
visions generally.

1937—Subsec. (a). Act Apr. 22, 1937, in third sentence,
limited the total liability for all insurance under this
section and former section 1026a of this title, not to ex-
ceed in the aggregate $100,000,000.

1936—Subsecs. (a) to (d). Act Apr. 3, 1936, amended
provisions generally.

Subsec. (e). Act Apr. 17, 1936, added subsec. (e).
1935—Subsec. (a). Act Aug. 23, 1935, substituted ‘‘and

the purchase and installation of equipment and ma-
chinery on real property’’ for ‘‘including the installa-
tion of equipment and machinery’’ in first sentence.

Act May 28, 1935, substituted ‘‘April’’ for ‘‘January’’
in first sentence and inserted ‘‘including the installa-
tion of equipment and machinery’’, and amended gener-
ally the last sentence.

EFFECTIVE DATE OF 1990 AMENDMENT

Section 340(b)(2) of Pub. L. 101–625 provided that:
‘‘The amendments made by this subsection [amending
this section] shall apply to loans executed on or after
June 1, 1991.’’

EFFECTIVE DATE OF 1989 AMENDMENT

Section 134(b) of Pub. L. 101–235 provided that: ‘‘The
amendment made by subsection (a) [amending this sec-
tion] shall apply only with respect to—

‘‘(1) violations referred to in the amendment that
occur on or after the date of the enactment of this
Act [Dec. 15, 1989]; and
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‘‘(2) in the case of a continuing violation (as deter-
mined by the Secretary of Housing and Urban Devel-
opment), any portion of a violation referred to in the
amendment that occurs on or after such date.’’

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

EFFECTIVE DATE OF 1954 AMENDMENT

Section 101(b) of act Aug. 2, 1954, provided that, as
used in the amendments made by such act (see 1954
Amendments note above), the words ‘‘effective date of
the Housing Act of 1954 [Act Aug. 2, 1954]’’ mean the
first day after the first full calendar month following
the date of approval of such act (Aug. 2, 1954).

EFFECTIVE DATE OF 1950 AMENDMENT

Section 101(b) of act Apr. 20, 1950, provided that ‘‘This
section [amending this section] shall take effect as of
March 1, 1950.’’

EFFECTIVE DATE OF 1949 AMENDMENT

Section 202 of title II of act July 15, 1949, provided
that: ‘‘This title [amending this section and sections
1709 and 1738 of this title] shall take effect as of June
30, 1949.’’

EFFECTIVE DATE OF 1939 AMENDMENT

Section 4 of act June 3, 1939, provided that: ‘‘The pro-
visions of sections 1, 2, and 3 of this Act [amending this
section and repealing section 1706a of this title] shall
take effect on July 1, 1939.’’

EFFECTIVE DATE OF 1936 AMENDMENT

Section 1 of act Apr. 3, 1936, provided that the amend-
ment made by that section is effective Apr. 1, 1936.

INCONSISTENT LAWS

Section 818 of act Aug. 2, 1954, provided that: ‘‘Insofar
as the provisions of any other law are inconsistent with
the provisions of this Act [see 1954 Short Title note set
out under section 1701 of this title], the provisions of
this Act shall be controlling.’’

POWERS AND AUTHORITIES OF ACT AUGUST 2, 1954 AS
CUMULATIVE; SEPARABILITY

Section 819 of act Aug. 2, 1954, provided that: ‘‘Except
as may be otherwise expressly provided in this Act [see
Short Title of 1954 Amendments note set out under sec-
tion 1701 of this title], all powers and authorities con-
ferred by this Act shall be cumulative and additional to
and not in derogation of any powers and authorities
otherwise existing. Notwithstanding any other evi-
dences of the intention of Congress, it is hereby de-
clared to be the controlling intent of Congress that if
any provisions of this Act, or the application thereof to
any persons or circumstances, shall be adjudged by any
court of competent jurisdiction to be invalid, such
judgment shall not affect, impair, or invalidate the re-
mainder of this Act or its application to other persons
and circumstances.’’

‘‘MOBILE HOME’’ AND ‘‘MANUFACTURED HOME’’ TO IN-
CLUDE ‘‘MOBILE HOMES’’ AND ‘‘MANUFACTURED
HOMES’’

Section 339B(c) of Pub. L. 97–35 provided that: ‘‘For
purposes of paragraphs (1) and (4) of section 308(c) of
the Housing and Community Development Act of 1980
[amending sections 1703 and 1713 of this title, and sec-
tion 5401 et seq. of Title 42, The Public Health and Wel-
fare], the term ‘mobile home’ and the term ‘manufac-
tured home’ shall be deemed to include the term ‘mo-
bile homes’ and the term ‘manufactured homes’, re-
spectively.’’

DATA COLLECTION AND REPORTING PROCEDURES RE-
SPECTING MEAN AND MEDIAN SALES PRICES ON MAN-
UFACTURED HOMES AND LOTS; DEVELOPMENT, CON-
TENTS, ETC.

Section 308(e) of Pub. L. 96–399 provided that: ‘‘Not
later than January 1, 1982, the Secretary of Housing
and Urban Development shall develop a procedure for
collecting and regularly reporting data on the mean
and median sales price for new manufactured homes,
and, where available, data on the mean and median
sales price for manufactured home lots and combina-
tion new manufactured home and lot packages. Such
reports shall contain, to the maximum extent feasible,
sales price information for the Nation, each census re-
gion, each State on an annual basis, and selected stand-
ard metropolitan statistical areas having sufficient ac-
tivity on an annual basis.’’

REPORT RESPECTING OWNERSHIP OF MOBILE HOME
SITES

Section 321 of Pub. L. 96–153, required the Secretary
of Housing and Urban Development to submit a report
to Congress by Mar. 31, 1980, containing recommenda-
tions for programs and policies which encourage indi-
vidual ownership of mobile home lots through several
methods.

REPAYMENT TO TREASURY ON CAPITAL ACCOUNT OF
SUBCHAPTER I INSURANCE FUND

Section 2 of act Mar. 10, 1953, authorized the Federal
Housing Commissioner to pay out of the capital ac-
count of the Title I Insurance Fund to the Secretary of
the Treasury, prior to June 30, 1954, the sum of
$8,333,313.65 either in one lump sum or in installments
and that the first payment be made on July 1, 1953.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1706d, 1709, 1713,
1715e, 1715k, 1715l, 1715t, 1715v, 1715w, 1715y, 1715z,
1715z–5, 1715z–6, 1715z–7, 1717, 1735c, 1749aaa of this title;
title 15 section 78c; title 42 sections 1471, 8231.

§ 1704. Repealed. Apr. 3, 1936, ch. 165, § 2, 49 Stat.
1188

Section, act June 27, 1934, ch. 847, title I, § 3, 48 Stat.
1247, related to loans to financial institutions.

§ 1705. Allocation of funds

For the purposes of carrying out the provi-
sions of this subchapter and subchapters II and
III of this chapter the President, in his discre-
tion, is authorized to provide such funds or any
portion thereof by allotment to the Secretary
from any funds that are available, or may here-
after be made available, to the President for
emergency purposes.

(June 27, 1934, ch. 847, title I, § 4, 48 Stat. 1247;
June 30, 1947, ch. 166, title II, § 206(l), 61 Stat. 208;
Apr. 20, 1950, ch. 94, title I, § 122, 64 Stat. 59; Pub.
L. 90–19, § 1(a)(3), May 25, 1967, 81 Stat. 17; Pub.
L. 98–479, title II, § 204(a)(1), Oct. 17, 1984, 98 Stat.
2231.)

AMENDMENTS

1984—Pub. L. 98–479 substituted ‘‘such’’ for ‘‘suuch’’.
1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-

missioner’’.
1950—Act Apr. 20, 1950, § 122, substituted ‘‘Commis-

sioner’’ for ‘‘Administrator’’.
1947—Act June 30, 1947, struck out references to Re-

construction Finance Corporation.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1735 of this title.
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§ 1706. Repealed. Aug. 2, 1954, ch. 649, title VIII,
§ 802(b), 68 Stat. 642

Section, acts June 27, 1934, ch. 847, title I, § 5, 48 Stat.
1247; Mar. 28, 1941, ch. 31, § 3, 55 Stat. 61; Aug. 10, 1948,
ch. 832, title IV, § 402 (part), 62 Stat. 1283; Aug. 8, 1949,
ch. 403, § 2 (part), 63 Stat. 576; Apr. 20, 1950, ch. 94, title
I, § 122, 64 Stat. 59; Sept. 1, 1951, ch. 378, title II, § 202
(part), 65 Stat. 303, related to reports to Congress. See
section 1701o of this title.

§ 1706a. Repealed. June 3, 1939, ch. 175, § 3, 53
Stat. 805

Section, act June 27, 1934, ch. 847, title I, § 6, as added
act Apr. 17, 1936, ch. 234, § 3, 49 Stat. 1233; amended act
Apr. 22, 1937, ch. 121, § 1, 50 Stat. 70, related to insurance
of financial institutions financing rehabilitation of
property damaged by fires, floods, storms, etc.

EFFECTIVE DATE OF REPEAL

Repeal effective July 1, 1939, see section 4 of act June
3, 1939, set out as an Effective Date of 1939 Amendment
note under section 1703 of this title.

§ 1706b. Taxation of real property held by Sec-
retary

Nothing in this subchapter shall be construed
to exempt any real property acquired and held
by the Secretary in connection with the pay-
ment of insurance heretofore or hereafter grant-
ed under this subchapter from taxation by any
State or political subdivision thereof, to the
same extent, according to its value, as other
real property is taxed.

(June 27, 1934, ch. 847, title I, § 7, as added June
28, 1941, ch. 261, § 7, 55 Stat. 365; amended Apr. 20,
1950, ch. 94 title I, § 122, 64 Stat. 59; Pub. L. 90–19,
§ 1(a)(3), May 25, 1967, 81 Stat. 17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’.

§ 1706c. Insurance of mortgages

(a) Supplemental system; limitation on amount;
termination of authority

To assist in providing adequate housing for
families of low and moderate income, particu-
larly in suburban and outlying areas, this sec-
tion is designed to supplement systems of mort-
gage insurance under other provisions of this
chapter by making feasible the insurance of
mortgages covering properties in areas where it
is not practicable to obtain conformity with
many of the requirements essential to the insur-
ance of mortgages on housing in built-up urban
areas. The Secretary is authorized, upon appli-
cation by the mortgagee, to insure, as herein-
after provided, any mortgage (as defined in sec-
tion 1707 of this title) offered to him which is el-
igible for insurance as hereinafter provided, and,
upon such terms as the Secretary may prescribe,
to make commitments for the insuring of such
mortgages prior to the date of their execution or
disbursement thereon: Provided, That the aggre-
gate amount of principal obligations of all mort-
gages insured under this section and outstand-
ing at any one time shall not exceed $100,000,000,
except that with the approval of the President
such aggregate amount may be increased at any

time or times by additional amounts aggregat-
ing not more than $150,000,000 upon a determina-
tion by the President, taking into account the
general effect of any such increase upon condi-
tions in the building industry and upon the na-
tional economy, that such increase is in the
public interest: And provided further, That no
mortgage shall be insured under this section
after August 2, 1954, except pursuant to a com-
mitment to insure issued on or before such date.
(b) Eligibility conditions

To be eligible for insurance under this section,
a mortgage shall—

(1) have been made to, and be held by, a
mortgagee approved by the Secretary as re-
sponsible and able to service the mortgage
properly;

(2) involve a principal obligation (including
such initial service charges, appraisal, inspec-
tion, and other fees as the Secretary shall ap-
prove) in an amount not to exceed $5,700, and
not to exceed 95 per centum of the appraised
value, as of the date the mortgage is accepted
for insurance, of a property upon which there
is located a dwelling designed principally for a
single-family residence, and which is approved
for mortgage insurance prior to the beginning
of construction: Provided, That the mortgagor
shall be the owner and occupant of the prop-
erty at the time of insurance and shall have
paid on account of the property at least 5 per
centum of the Secretary’s estimate of the cost
of acquisition in cash or its equivalent, or
shall be the builder constructing the dwelling,
in which case the principal obligation shall
not exceed 85 per centum of the appraised
value of the property or $5,100: Provided fur-
ther, That the Secretary finds that the project
with respect to which the mortgage is exe-
cuted is an acceptable risk, giving consider-
ation to the need for providing adequate hous-
ing for families of low and moderate income
particularly in suburban and outlying areas:
And provided further, That, where the mortga-
gor is the owner and occupant of the property
and establishes (to the satisfaction of the Sec-
retary) that his home, which he occupied as an
owner or as a tenant, was destroyed or dam-
aged to such an extent that reconstruction is
required as a result of a flood, fire, hurricane,
earthquake, storm or other catastrophe, which
the President, pursuant to sections 5122(2) and
5170 of title 42, has determined to be a major
disaster, such maximum dollar limitation may
be increased by the Secretary from $5,700 to
$7,000, and the percentage limitation may be
increased by the Secretary from 95 per centum
to 100 per centum of the appraised value;

(3) have a maturity satisfactory to the Sec-
retary but not to exceed thirty years from the
date of insurance of the mortgage;

(4) contain complete amortization provisions
satisfactory to the Secretary requiring peri-
odic payments by the mortgagor not in excess
of his reasonable ability to pay as determined
by the Secretary;

(5) bear interest (exclusive of premium
charges for insurance and service charges, if
any) at not to exceed 5 per centum per annum
on the amount of the principal obligation out-
standing at any time;



Page 532TITLE 12—BANKS AND BANKING§ 1706c

1 See References in Text note below.

(6) provide, in a manner satisfactory to the
Secretary, for the application of the mortga-
gor’s periodic payments (exclusive of the
amount allocated to interest and to the pre-
mium charge which is required for mortgage
insurance as hereinafter provided and to the
service charge, if any) to amortization of the
principal of the mortgage; and

(7) contain such terms and provisions with
respect to insurance, repairs, alterations, pay-
ment of taxes, service charges, default re-
serves, delinquency charges, foreclosure pro-
ceedings, anticipation of maturity, and other
matters as the the Secretary may in his dis-
cretion prescribe.

(c) Premium charge
The Secretary is authorized to fix a premium

charge for the insurance of mortgages under this
section, but in the case of any mortgage, such
charge shall not be less than an amount equiva-
lent to one-half of 1 per centum per annum nor
more than an amount equivalent to 1 per cen-
tum per annum of the amount of the principal
obligation of the mortgage outstanding at any
time, without taking into account delinquent
payments or prepayments. Such premium
charges shall be payable by the mortgagee, ei-
ther in cash or in debentures issued by the Sec-
retary under this section at par plus accrued in-
terest, in such manner as may be prescribed by
the Secretary: Provided, That the Secretary may
require the payment of one or more such pre-
mium charges at the time the mortgage is in-
sured, at such discount rate as he may prescribe
not in excess of the interest rate specified in the
mortgage. If the Secretary finds, upon the pres-
entation of a mortgage for insurance and the
tender of the initial premium charge or charges
so required, that the mortgage complies with
the provisions of this section, such mortgage
may be accepted for insurance by endorsement
or otherwise as the Secretary may prescribe. In
the event that the principal obligation of any
mortgage accepted for insurance under this sec-
tion is paid in full prior to the maturity date,
the Secretary is further authorized, in his dis-
cretion, to require the payment by the mortga-
gee of an adjusted premium charge in such
amount as the Secretary determines to be equi-
table, but not in excess of the aggregate amount
of the premium charges that the mortgagee
would otherwise have been required to pay if the
mortgage had continued to be insured until such
maturity date; and in the event that the prin-
cipal obligation is paid in full as herein set
forth, the Secretary is authorized to refund to
the mortgagee for the account of the mortgagor
all, or such portion as he shall determine to be
equitable, of the current unearned premium
charges theretofore paid.

(d) Release of mortgagor
The Secretary may, at any time under such

terms and conditions as he may prescribe, con-
sent to the release of the mortgagor from his li-
ability under the mortgage or the credit instru-
ment secured thereby, or consent to the release
of parts of the mortgaged property from the lien
of the mortgage.

(e) Conclusiveness of insurance contract as to
eligibility

Any contract of insurance executed by the
Secretary under this section shall be conclusive
evidence of the eligibility of the mortgage for
insurance, and the validity of any contract of
insurance so executed shall be incontestable in
the hands of an approved mortgagee from the
date of the execution of such contract, except
for fraud or misrepresentation on the part of
such approved mortgagee.

(f) Rights of mortgagee upon foreclosure
In any case in which the mortgagee under a

mortgage insured under this section shall have
foreclosed and taken possession of the mort-
gaged property in accordance with the regula-
tions of, and within a period to be determined
by, the Secretary or shall, with the consent of
the Secretary, have otherwise acquired such
property from the mortgagor after default, the
mortgagee shall be entitled to receive the bene-
fits of the insurance as provided in section
1710(a) of this title with respect to mortgages in-
sured under section 203(b)(2)(D) of this Act.

(g) Applicability of other sections
Subsections (c), (d), (e), (f), (g), (h),1 (j), and

(k) 1 of section 1710 of this title shall be applica-
ble to mortgages insured under this section ex-
cept that all references therein to the Mutual
Mortgage Insurance Funds or the Fund shall be
construed to refer to the General Insurance
Fund, and all references therein to section 1709
of this title shall be construed to refer to this
section: Provided, That debentures issued in con-
nection with mortgages insured under this sec-
tion shall have the same tax exemption as de-
bentures issued in connection with mortgages
insured under section 1709 of this title.

(June 27, 1934, ch. 847, title I, § 8, as added Apr.
20, 1950, ch. 94, title I, § 102, 64 Stat. 48; amended
Aug. 3, 1951, ch. 293, § 1, 65 Stat. 173; June 30, 1953,
ch. 170, § 2, 67 Stat. 121; Aug. 2, 1954, ch. 649, title
I, § 103, 68 Stat. 591; Pub. L. 86–372, title I, § 116(a),
Sept. 23, 1959, 73 Stat. 664; Pub. L. 89–117, title
XI, § 1108(b), Aug. 10, 1965, 79 Stat. 504; Pub. L.
90–19, § 1(a)(3), (4), May 25, 1967, 81 Stat. 17; Pub.
L. 91–606, title III, § 301(b), Dec. 31, 1970, 84 Stat.
1758; Pub. L. 93–288, title VII, § 702(b), formerly
title VI, § 602(b), May 22, 1974, 88 Stat. 163, re-
numbered title VII, § 702(b), Pub. L. 103–337, div.
C, title XXXIV, § 3411(a)(1), (2), Oct. 5, 1994, 108
Stat. 3100; Pub. L. 100–707, title I, § 109(e)(1), Nov.
23, 1988, 102 Stat. 4708.)

REFERENCES IN TEXT

Section 203(b)(2)(D) of this Act, referred to in subsec.
(f), which was formerly classified to section
1709(b)(2)(D) of this title, was repealed by act Aug. 2,
1954, ch. 649, title I, § 104, 68 Stat. 591.

Subsection (h) of section 1710 of this title, referred to
in subsec. (g), was redesignated subsec. (i) by Pub. L.
105–276, title VI, § 602(1), Oct. 21, 1998, 112 Stat. 2674.

Subsection (k) of section 1710 of this title, referred to
in subsec. (g), was repealed by Pub. L. 105–276, title VI,
§ 601(c), Oct. 21, 1998, 112 Stat. 2673.

The General Insurance Fund, referred to in subsec.
(g), was established by section 1735c of this title.
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AMENDMENTS

1988—Subsec. (b)(2). Pub. L. 100–707 substituted ‘‘5170
of title 42’’ for ‘‘5141 of title 42’’.

1974—Subsec. (b)(2). Pub. L. 93–288 substituted ‘‘sec-
tions 5122(2) and 5141 of title 42’’ for ‘‘section 4402(1) of
title 42’’.

1970—Subsec. (b)(2). Pub. L. 91–606 substituted ref-
erence to section ‘‘4402(1)’’ for ‘‘1855a(a)’’ of title 42.

1967—Pub. L. 90–19, § 1(a)(3), substituted ‘‘Secretary’’
for ‘‘Commissioner’’ wherever appearing in subsecs. (a),
(b)(1) to (4), (6), (7), and (c) to (f).

Subsec. (b)(2). Pub. L. 90–19, § 1(a)(4), substituted
‘‘Secretary’s’’ for ‘‘Commissioner’s’’.

1965—Subsec. (g). Pub. L. 89–117, § 1108(b)(1), sub-
stituted ‘‘General Insurance Fund’’ for ‘‘Title I Housing
Insurance Fund’’.

Subsec. (h). Pub. L. 89–117, § 1108(b)(2), repealed sub-
sec. (h) which created the Title I Housing Insurance
Fund.

Subsec. (i). Pub. L. 89–117, § 1108(b)(2), repealed subsec.
(i) which dealt with the disposition of surplus funds of
the Title I Housing Insurance Fund, purchase of deben-
tures, and credits and charges to fund.

1959—Subsec. (g). Pub. L. 86–372 inserted reference to
subsecs. (j) and (k) of section 1710 of this title.

1954—Subsec. (a). Act Aug. 2, 1954, inserted proviso
prohibiting the insurance of mortgages under this sec-
tion after Aug. 2, 1954, except pursuant to commit-
ments to insure issued on or before such date.

1953—Subsec. (b)(2). Act June 30, 1953, raised the max-
imum mortgage, where the mortgagor is the owner-oc-
cupant, from $4,750, not exceeding 95 per centum of
value, to $5,700, not exceeding 95 per centum of value;
and raised the maximum mortgage, where the builder
is the mortgagor, from $4,250, not exceeding 85 per cen-
tum of value, to $5,100, not exceeding 85 per centum of
value.

1951—Subsec. (b)(2). Act Aug. 3, 1951, permitted more
liberal mortgage insurance for those building low-cost
homes to replace their homes lost in a flood or other
major disaster.

EFFECTIVE DATE OF 1974 AMENDMENT

Amendment by Pub. L. 93–288 effective Apr. 1, 1974,
see section 605 of Pub. L. 93–288, set out as an Effective
Date note under section 5121 of Title 42, The Public
Health and Welfare.

EFFECTIVE DATE OF 1970 AMENDMENT

Amendment by Pub. L. 91–606 effective Dec. 31, 1970,
see section 304 of Pub. L. 91–606, set out as a note under
section 165 of Title 26, Internal Revenue Code.

REPAYMENT TO TREASURY ON CAPITAL ACCOUNT OF
TITLE I INSURANCE FUND

Section 2 of act Mar. 10, 1953, ch. 5, 67 Stat. 5, re-
quired Federal Housing Commissioner prior to June 30,
1954, to pay out of capital account of Title I Insurance
Fund to Secretary of the Treasury amount of
$8,333,313.65 which constituted Government investment
in capital account of Title I Insurance Fund.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1706d, 1715f of
this title.

§ 1706d. Applicability

The provisions of sections 1703 and 1706c of
this title shall be applicable in the several
States and Puerto Rico, the District of Colum-
bia, Guam, the Trust Territory of the Pacific Is-
lands, American Samoa, and the Virgin Islands.

(June 27, 1934, ch. 847, title I, § 9, as added July
14, 1952, ch. 723, § 10(a)(1), 66 Stat. 603; amended
Pub. L. 86–70, § 10(a), June 25, 1959, 73 Stat. 142;
Pub. L. 86–654, § 6, July 12, 1960, 74 Stat. 411; Pub.

L. 91–152, title IV, § 403(c)(3), Dec. 24, 1969, 83
Stat. 395; Pub. L. 98–181, title IV, § 407(a), Nov. 30,
1983, 97 Stat. 1211; Pub. L. 100–242, title IV,
§ 429(b), Feb. 5, 1988, 101 Stat. 1918.)

AMENDMENTS

1988—Pub. L. 100–242 inserted ‘‘Applicability’’ as sec-
tion catchline.

1983—Pub. L. 98–181 inserted ‘‘American Samoa,’’
after ‘‘Pacific Islands,’’.

1969—Pub. L. 91–152 inserted ‘‘the Trust Territory of
the Pacific Islands,’’ after ‘‘Guam,’’.

1960—Pub. L. 86–624 struck out ‘‘Hawaii,’’ before
‘‘Puerto Rico’’.

1959—Pub. L. 86–70 struck out ‘‘Alaska,’’ before ‘‘Ha-
waii’’.

TERMINATION OF TRUST TERRITORY OF THE PACIFIC
ISLANDS

For termination of Trust Territory of the Pacific Is-
lands, see note set out preceding section 1681 of Title
48, Territories and Insular Possessions.

§ 1706e. Repealed. Pub. L. 101�625, title II,
§ 289(b), Nov. 28, 1990, 104 Stat. 4128

Section, Pub. L. 93–383, title VIII, § 810, Aug. 22, 1974,
88 Stat. 734; Pub. L. 94–375, § 20, Aug. 3, 1976, 90 Stat.
1077; Pub. L. 95–24, title I, § 103, Apr. 30, 1977, 91 Stat. 55;
Pub. L. 95–128, title II, § 203, Oct. 12, 1977, 91 Stat. 1129;
Pub. L. 95–557, title I, § 102, Oct. 31, 1978, 92 Stat. 2083;
Pub. L. 96–153, title I, § 106, Dec. 21, 1979, 93 Stat. 1104;
Pub. L. 96–399, title I, § 116, Oct. 8, 1980, 94 Stat. 1623;
Pub. L. 97–35, title III, § 312, Aug. 13, 1981, 95 Stat. 397;
Pub. L. 98–181, title I, § 122, Nov. 30, 1983, 97 Stat. 1170;
Pub. L. 98–479, title I, § 101(a)(14), Oct. 17, 1984, 98 Stat.
2220; Pub. L. 100–242, title V, § 517(a), (c)–(e), Feb. 5, 1988,
101 Stat. 1936, 1937; Pub. L. 101–73, title V, § 501(e)(1),
Aug. 9, 1989, 103 Stat. 394; Pub. L. 101–235, title I, § 126(a),
(b), Dec. 15, 1989, 103 Stat. 2025; Pub. L. 101–625, title IX,
§ 914(a), (b), Nov. 28, 1990, 104 Stat. 4394, 4395, related to
urban homestead program of unit of general local gov-
ernment, State, or designated public agency.

EFFECTIVE DATE OF REPEAL

Repeal effective Oct. 1, 1991, and except with respect
to projects and programs for which binding commit-
ments have been entered into prior to Oct. 1, 1991, no
new grants or loans to be made after Oct. 1, 1991, under
this section, see section 12839(a)(5), (b)(1) of Title 42,
The Public Health and Welfare.

SUBCHAPTER II—MORTGAGE INSURANCE

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 1701s, 1701x,
1702, 1703, 1705, 1709–1a, 1715f, 1715z–1, 1715z–4a, 1715z–13a,
1715z–13b, 1721, 1731a, 1735f–2, 1735f–6, 1735f–8, 1735f–9,
1735f–10, 1735f–14, 1743, 1748b, 2803, 2810, 3702, 3751, 3752 of
this title; title 38 sections 3707, 3728; title 42 sections
1437aaa–3, 1472, 1479, 3535, 5403, 12773, 12852, 12874.

§ 1707. Definitions

As used in section 1709 of this title—
(a) The term ‘‘mortgage’’ means a first mort-

gage on real estate, in fee simple, or on a lease-
hold (1) under a lease for not less than ninety-
nine years which is renewable or (2) under a
lease having a period of not less than ten years
to run beyond the maturity date of the mort-
gage; and the term ‘‘first mortgage’’ means such
classes of first liens as are commonly given to
secure advances on, or the unpaid purchase price
of, real estate, under the laws of the State, in
which the real estate is located, together with
the credit instruments, if any, secured thereby.
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(b) The term ‘‘mortgagee’’ includes the origi-
nal lender under a mortgage, and his successors
and assigns approved by the Secretary; and the
term ‘‘mortgagor’’ includes the original bor-
rower under a mortgage and his successors and
assigns.

(c) The term ‘‘maturity date’’ means the date
on which the mortgage indebtedness would be
extinguished if paid in accordance with periodic
payments provided for in the mortgage.

(d) The term ‘‘State’’ includes the several
States, and Puerto Rico, the District of Colum-
bia, Guam, the Trust Territory of the Pacific Is-
lands, American Samoa, and the Virgin Islands.

(e) The term ‘‘family member’’ means, with re-
spect to a mortgagor under such section, a child,
parent, or grandparent of the mortgagor (or the
mortgagor’s spouse). In determining whether
any of the relationships referred to in the pre-
ceding sentence exist, a legally adopted son or
daughter of an individual (and a child who is a
member of an individual’s household, if placed
with such individual by an authorized placement
agency for legal adoption by such individual),
and a foster child of an individual, shall be
treated as a child of such individual by blood.

(f) The term ‘‘child’’ means, with respect to a
mortgagor under such section, a son, stepson,
daughter, or stepdaughter of such mortgagor.

(June 27, 1934, ch. 847, title II, § 201, 48 Stat. 1247;
Feb. 3, 1938, ch. 13, § 3, 52 Stat. 9; Mar. 28, 1941,
ch. 31, § 4(a), 55 Stat. 61; Apr. 20, 1950, ch. 94, title
I, § 122, 64 Stat. 59; July 14, 1952, ch. 723, § 10(a)(2),
66 Stat. 603; Pub. L. 86–70, § 10(a), June 25, 1959,
73 Stat. 142; Pub. L. 86–624, § 6, July 12, 1960, 74
Stat. 411; Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81
Stat. 17; Pub. L. 91–152, title IV, § 403(c)(1), Dec.
24, 1969, 83 Stat. 395; Pub. L. 96–399, title III, § 306,
Oct. 8, 1980, 94 Stat. 1640; Pub. L. 98–181, title IV,
§ 407(b), Nov. 30, 1983, 97 Stat. 1211; Pub. L.
104–204, title IV, § 425(b), Sept. 26, 1996, 110 Stat.
2928.)

AMENDMENTS

1996—Subsecs. (e), (f). Pub. L. 104–204 added subsecs.
(e) and (f).

1983—Subsec. (d). Pub. L. 98–181 inserted ‘‘American
Samoa,’’ after ‘‘Pacific Islands,’’.

1980—Subsec. (a). Pub. L. 96–399 substituted ‘‘ten
years to run beyond the maturity date of the mort-
gage’’ for ‘‘fifty years to run from the date the mort-
gage was executed’’.

1969—Subsec. (d). Pub. L. 91–152 inserted ‘‘the Trust
Territory of the Pacific Islands’’ after ‘‘Guam’’.

1967—Subsec. (b). Pub. L. 90–19 substituted ‘‘Sec-
retary’’ for ‘‘Commissioner’’.

1960—Subsec. (d). Pub. L. 86–624 struck out ‘‘Hawaii,’’
before ‘‘Puerto Rico’’.

1959—Subsec. (d). Pub. L. 86–70 struck out ‘‘Alaska,’’
before ‘‘Hawaii’’.

1952—Subsec. (d). Act July 14, 1952, inserted ‘‘Guam,’’
after ‘‘District of Columbia’’.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’.

1941—Subsec. (a). Act Mar. 28, 1941, § 4(a)(1), struck
out ‘‘district, or Territory’’.

Subsec. (d). Act Mar. 28, 1941, § 4(a)(2), added subsec.
(d).

1938—Subsec. (a)(2). Act Feb. 3, 1938, struck out ‘‘upon
which there is located a dwelling for not more than
four families which is used in whole or in part for resi-
dential purposes, irrespective of whether such dwelling
has a party wall or is otherwise physically connected
with another dwelling’’ after ‘‘executed’’.

Subsec. (c). Act Feb. 3, 1938, added subsec. (c).

TERMINATION OF TRUST TERRITORY OF THE PACIFIC
ISLANDS

For termination of Trust Territory of the Pacific Is-
lands, see note set out preceding section 1681 of Title
48, Territories and Insular Possessions.

IMPROVEMENT OF FINANCING FOR MULTIFAMILY
HOUSING

Pub. L. 102–550, title V, subtitle C, Oct. 28, 1992, 106
Stat. 3794, as amended, which related to improvement
of financing for multifamily housing and was formerly
set out as a note under this section, was transferred or
omitted as follows:

Section 541 of Pub. L. 102–550 was transferred and is
set out as a note under section 1701 of this title;

Section 542 of Pub. L. 102–550 was transferred to sec-
tion 1715z–22 of this title;

Section 543 of Pub. L. 102–550 was omitted from the
Code;

Section 544 of Pub. L. 102–550 was transferred to sec-
tion 1715z–22a of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1706c, 1709,
1715k, 1715l, 1715y, 1715z–1, 1715z–20, 1750 of this title.

§ 1708. Federal Housing Administration oper-
ations

(a) Mutual Mortgage Insurance Fund
There is created a Mutual Mortgage Insurance

Fund (hereinafter referred to as the ‘‘Fund’’),
which shall be used by the Secretary as a revolv-
ing fund for carrying out the provisions of this
subchapter with respect to mortgages insured
under section 1709 of this title as hereinafter
provided, and there shall be allocated imme-
diately to such Fund the sum of $10,000,000 out of
funds made available to the Secretary for the
purposes of this subchapter.
(b) Advisory Board

There is created a Federal Housing Adminis-
tration Advisory Board (‘‘Board’’) that shall re-
view operation of the Federal Housing Adminis-
tration, including the activities of the Mortga-
gee Review Board, and shall provide advice to
the Federal Housing Commissioner with respect
to the formulation of general policies of the
Federal Housing Administration and such other
matters as the Federal Housing Commissioner
may deem appropriate. The Advisory Board
shall, in all other respects, be subject to the pro-
visions of the Federal Advisory Committee Act.

(1) The Advisory Board shall be composed of
15 members to be appointed from among indi-
viduals who have substantial expertise and
broad experience in housing and mortgage
lending of whom—

(A) 9 shall be appointed by the Secretary;
(B) 3 shall be appointed by the Chairman

and Ranking Minority Member of the Sub-
committee on Housing and Urban Affairs of
the Committee on Banking, Housing, and
Urban Affairs of the Senate; and

(C) 3 shall be appointed by the Chairman
and Ranking Minority Member of the Sub-
committee on Housing and Community De-
velopment of the Committee on Banking, Fi-
nance and Urban Affairs of the House of Rep-
resentatives.

(2) Membership on the Advisory Board shall
include—



Page 535 TITLE 12—BANKS AND BANKING § 1708

1 See References in Text note below. 2 So in original. Probably should be ‘‘subparagraph’’.

(A) not less than 4 persons with distin-
guished private sector careers in housing fi-
nance, lending, management, development
or insurance;

(B) not less than 4 persons with outstand-
ing reputations as licensed actuaries, ex-
perts in actuarial science, or economics re-
lated to housing;

(C) not less than 4 persons with back-
grounds of leadership in representing the in-
terests of housing consumers;

(D) not less than 1 person with significant
experience and a distinguished reputation
for work in the enforcement, advocacy, or
development of fair housing or civil rights
legislation; and

(E) not less than 1 person with a back-
ground of leadership representing rural
housing interests.

(3) Members of the Advisory Board shall be
selected to ensure, to the greatest extent prac-
ticable, geographical representation or every
region of the country.

(4) Not more than 8 members of the Advisory
Board may be from any one political party.

(5) Membership of the Advisory Board shall
not include any person who, during the pre-
vious 24-month period, was required to register
with the Secretary under section 3537b(c) 1 of
title 42 or employed a person for purposes that
required such person to so register.

(6) Of the members of the Advisory Board
first appointed, 5 shall have terms of l year,
and 5 shall have terms of 2 years. Their succes-
sors and all other appointees shall have terms
of 3 years.

(7) The Advisory Board is empowered to con-
fer with, request information of, and make
recommendations to the Federal Housing
Commissioner. The Commissioner shall
promptly provide the Advisory Board with
such information as the Board determines to
be necessary to carry out its review of the ac-
tivities and policies of the Federal Housing
Administration.

(8) The Board shall, not later than December
31 of each year, submit to the Secretary and
the Congress a report of its assessment of the
activities of the Federal Housing Administra-
tion, including the soundness of underwriting
procedures, the adequacy of information sys-
tems, the appropriateness of staffing patterns,
the effectiveness of the Mortgagee Review
Board, and other matters related to the Fed-
eral Housing Administration’s ability to serve
the nation’s homebuyers and renters. Such re-
port shall contain the Board’s recommenda-
tions for improvement and include any minor-
ity views.

(9) The Board shall meet in Washington,
D.C., not less than twice annually, or more
frequently if requested by the Federal Housing
Commissioner or a majority of the members.
The Board shall elect a chair, vice-chair and
secretary and adopt methods of procedure. The
Board may establish committees and sub-
committees as needed.

(10) Subject to the provisions of Section 7 of
the Federal Advisory Committee Act, all

members of the Board may be compensated
and shall be entitled to reimbursement from
the Department for traveling expenses in-
curred in attendance at meetings of the Board.

(11) The Board shall terminate on January 1,
1995.

(c) Mortgagee Review Board
(1) Establishment

There is established within the Federal
Housing Administration the Mortgagee Re-
view Board (‘‘Board’’). The Board is empow-
ered to initiate the issuance of a letter of rep-
rimand, the probation, suspension or with-
drawal of any mortgagee found to be engaging
in activities in violation of Federal Housing
Administration requirements or the non-
discrimination requirements of the Equal
Credit Opportunity Act [15 U.S.C. 1691 et seq.],
the Fair Housing Act [42 U.S.C. 3601 et seq.], or
Executive Order 11063.

(2) Composition
The Board shall consist of—

(A) the Assistant Secretary of Housing/
Federal Housing Commissioner;

(B) the General Counsel of the Depart-
ment;

(C) the President of the Government Na-
tional Mortgage Association;

(D) the Assistant Secretary for Adminis-
tration;

(E) the Assistant Secretary for Fair Hous-
ing Enforcement (in cases involving viola-
tions of nondiscrimination requirements);

(F) the Chief Financial Officer of the De-
partment; and

(G) the Director of the Enforcement Cen-
ter; or their designees.

(3) Actions authorized
When any report, audit, investigation, or

other information before the Board discloses
that a basis for an administrative action
against a mortgagee exists, the Board shall
take one of the following administrative ac-
tions:

(A) Letter of reprimand
The Board may issue a letter of reprimand

only once to a mortgagee without taking ac-
tion under subparagraphs 2 (B), (C), or (D) of
this section. A letter of reprimand shall ex-
plain the violation and describe actions the
mortgagee should take to correct the viola-
tion.

(B) Probation
The Board may place a mortgagee on pro-

bation for a specified period of time not to
exceed 6 months for the purpose of evaluat-
ing the mortgagee’s compliance with Fed-
eral Housing Administration requirements,
the Equal Credit Opportunity Act [15 U.S.C.
1691 et seq.], the Fair Housing Act [42 U.S.C.
3601 et seq.], Executive Order 11063, or orders
of the Board. During the probation period,
the Board may impose reasonable additional
requirements on a mortgagee including su-
pervision of the mortgagee’s activities by
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the Federal Housing Administration, peri-
odic reporting to the Federal Housing Com-
missioner, or submission to Federal Housing
Administration audits of internal financial
statements, audits by an independent cer-
tified public accountant or other audits.
(C) Suspension

The Board may issue an order temporarily
suspending a mortgagee’s approval for doing
business with the Federal Housing Adminis-
tration if (i) there exists adequate evidence
of a violation or violations and (ii) continu-
ation of the mortgagee’s approval, pending
or at the completion of any audit, investiga-
tion, or other review, or such administrative
or other legal proceedings as may ensue,
would not be in the public interest or in the
best interests of the Department. Notwith-
standing paragraph (4)(A), a suspension shall
be effective upon issuance by the Board if
the Board determines that there exists ade-
quate evidence that immediate action is re-
quired to protect the financial interests of
the Department or the public. A suspension
shall last for not less than 6 months, and for
not longer than 1 year. The Board may ex-
tend the suspension for an additional 6
months if it determines the extension is in
the public interest. If the Board and the
mortgagee agree, these time limits may be
extended. During the period of suspension,
the Federal Housing Administration shall
not commit to insure any mortgage origi-
nated by the suspended mortgagee.
(D) Withdrawal

The Board may issue an order withdrawing
a mortgagee if the Board has made a deter-
mination of a serious violation or repeated
violations by the mortgagee. The Board
shall determine the terms of such with-
drawal, but the term shall be not less than
1 year. Where the Board has determined that
the violation is egregious or willful, the
withdrawal shall be permanent.
(E) Settlements

The Board may at any time enter into a
settlement agreement with a mortgagee to
resolve any outstanding grounds for an ac-
tion. Agreements may include provisions
such as—

(i) cessation of any violation;
(ii) correction or mitigation of the ef-

fects of any violation;
(iii) repayment of any sums of money

wrongfully or incorrectly paid to the
mortgagee by a mortgagor, by a seller or
by the Federal Housing Administration;

(iv) actions to collect sums of money
wrongfully or incorrectly paid by the
mortgagee to a third party;

(v) indemnification of the Federal Hous-
ing Administration for mortgage insur-
ance claims on mortgages originated in
violation of Federal Housing Administra-
tion requirements;

(vi) modification of the length of the
penalty imposed; or

(vii) implementation of other corrective
measures acceptable to the Secretary.

Material failure to comply with the provi-
sions of a settlement agreement shall be suf-
ficient cause for suspension or withdrawal.

(4) Notice and hearing
(A) The Board shall issue a written notice to

the mortgagee at least 30 days prior to taking
any action against the mortgagee under sub-
paragraph (B), (C), or (D) of paragraph (3). The
notice shall state the specific violations which
have been alleged, and shall direct the mortga-
gee to reply in writing to the Board within 30
days. If the mortgagee fails to reply during
such period, the Board may make a determina-
tion without considering any comments of the
mortgagee.

(B) If the Board takes action against a mort-
gagee under subparagraph (B), (C), or (D) of
paragraph (3), the Board shall promptly notify
the mortgagee in writing of the nature, dura-
tion, and specific reasons for the action. If,
within 30 days of receiving the notice, the
mortgagee requests a hearing, the Board shall
hold a hearing on the record regarding the vio-
lations within 30 days of receiving the request.
If a mortgagee fails to request a hearing with-
in such 30-day period, the right of the mortga-
gee to a hearing shall be considered waived.

(C) In any case in which the notification of
the Board does not result in a hearing (includ-
ing any settlement by the Board and a mort-
gagee), any information regarding the nature
of the violation and the resolution of the ac-
tion shall be available to the public.
(5) Publication

The Secretary shall establish and publish in
the Federal Register a description of and the
cause for administrative action against a
mortgagee.
(6) Cease-and-desist orders

(A) Whenever the Secretary, upon request of
the Mortgagee Review Board, determines that
there is reasonable cause to believe that a
mortgagee is violating, has violated, or is
about to violate, a law, rule or regulation or
any condition imposed in writing by the Sec-
retary or the Board, and that such violation
could result in significant cost to the Federal
Government or the public, the Secretary may
issue a temporary order requiring the mortga-
gee to cease and desist from any such viola-
tion and to take affirmative action to prevent
such violation or a continuation of such viola-
tion pending completion of proceedings of the
Board with respect to such violation. Such
order shall include a notice of charges in re-
spect thereof and shall become effective upon
service to the mortgagee. Such order shall re-
main effective and enforceable for a period not
to exceed 30 days pending the completion of
proceedings of the Board with respect to such
violation, unless such order is set aside, lim-
ited, or suspended by a court in proceedings
authorized by subparagraph (B) of this para-
graph. The Board shall provide the mortgagee
an opportunity for a hearing on the record, as
soon as practicable but not later than 20 days
after the temporary cease-and-desist order has
been served.

(B) Within 10 days after the mortgagee has
been served with a temporary cease-and-desist
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order, the mortgagee may apply to the United
States district court for the judicial district in
which the home office of the mortgagee is lo-
cated, or the United States District Court for
the District of Columbia, for an injunction
setting aside, limiting of suspending the en-
forcement, operation, or effectiveness of such
order pending the completion of the adminis-
trative proceedings pursuant to the notice of
charges served upon the mortgagee, and such
court shall have jurisdiction to issue such in-
junction.

(C) In the case of violation or threatened
violation of, or failure to obey, a temporary
cease-and-desist order issued pursuant to this
paragraph, the Secretary may apply to the
United States district court, or the United
States court of any territory, within the juris-
diction of which the home office of the mort-
gagee is located, for an injunction to enforce
such order, and, if the court shall determine
that there has been such violation or threat-
ened violation or failure to obey, it shall be
the duty of the court to issue such injunction.

(7) ��Mortgagee�� defined
For purposes of this subsection, the term

‘‘mortgagee’’ means—
(A) a mortgagee approved under this chap-

ter;
(B) a lender or a loan correspondent ap-

proved under subchapter I of this chapter;
(C) a branch office or subsidiary of the

mortgagee, lender, or loan correspondent; or
(D) a director, officer, employee, agent, or

other person participating in the conduct of
the affairs of the mortgagee, lender, or loan
correspondent.

(8) Report required
The Board, in consultation with the Federal

Housing Administration Advisory Board, shall
annually recommend to the Secretary such
amendments to statute or regulation as the
Board determines to be appropriate to ensure
the long term financial strength of the Fed-
eral Housing Administration fund and the ade-
quate support for home mortgage credit.

(d) Coordination of GNMA and FHA withdrawal
action

(1) Whenever the Federal Housing Administra-
tion or Government National Mortgage Associa-
tion initiates proceedings that could lead to
withdrawing the mortgagee from participating
in the program, the initiating agency shall—

(A) within 24 hours notify the other agency
in writing of the action taken;

(B) provide to the other agency the factual
basis for the action taken; and

(C) if a mortgagee is withdrawn, publish its
decision in the Federal Register.

(2) Within 60 days of receipt of a notification
of action that could lead to withdrawal under
subsection 3 (1), the Federal Housing Adminis-
tration or the Government National Mortgage
Association shall—

(A) conduct and complete its own investiga-
tion;

(B) provide written notification to the other
agency of its decision, including the factual
basis for its decision; and

(C) if a mortgagee is withdrawn, publish its
decision in the Federal Register.

(e) Appraisal standards
(1) The Secretary shall prescribe standards for

the appraisal of all property to be insured by the
Federal Housing Administration. Such apprais-
als shall be performed in accordance with uni-
form standards, by individuals who have dem-
onstrated competence and whose professional
conduct is subject to effective supervision.
These standards shall require at a minimum—

(A) that the appraisals of properties to be in-
sured by the Federal Housing Administration
shall be performed in accordance with gener-
ally accepted appraisal standards, such as the
appraisal standards promulgated by the Ap-
praisal Foundation a not-for-profit corpora-
tion established on November 30, 1987 under
the laws of Illinois; and

(B) that each appraisal be a written state-
ment used in connection with a real estate
transaction that is independently an 4 impar-
tially prepared by a licensed or certified ap-
praiser setting forth an opinion of defined
value of an adequately described property as
of a specific date, supported by presentation
and analysis of relevant market information.

(2) The Appraisal Subcommittee of the Federal
Financial Institutions Examination Council
shall include the Secretary or his designee.

(3) DIRECT ENDORSEMENT PROGRAM.—
(A) Any mortgagee that is authorized by the

Secretary to process mortgages as a direct en-
dorsement mortgagee (pursuant to the single-
family home mortgage direct endorsement
program established by the Secretary) may
contract with an appraiser chosen at the dis-
cretion of the mortgagee for the performance
of appraisals in connection with such mort-
gages. Such appraisers may include appraisal
companies organized as corporations, partner-
ships, or sole proprietorships.

(B) Any appraisal conducted pursuant to
subparagraph (A) shall be conducted by an in-
dividual who complies with the qualifications
or standards for appraisers established by the
Secretary pursuant to this subsection.

(C) In conducting an appraisal, such individ-
ual may utilize the assistance of others, who
shall be under the direct supervision of the in-
dividual responsible for the appraisal. The in-
dividual responsible for the appraisal shall
personally approve and sign any appraisal re-
port.

(4) FEE PANEL APPRAISERS.—
(A) Any individual who is an employee of an

appraisal company (including any company or-
ganized as a corporation, partnership, or sole
proprietorship) and who meets the qualifica-
tions or standards for appraisers and inclusion
on appraiser fee panels established by the Sec-
retary, shall be eligible for assignment to con-
duct appraisals for mortgages under this sub-
chapter in the same manner and on the same
basis as other approved appraisers.
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(B) With respect to any employee of an ap-
praisal company described in subparagraph (A)
who is offered an appraisal assignment in con-
nection with a mortgage under this sub-
chapter, the person utilizing the appraiser
may contract directly with the appraisal com-
pany employing the appraiser for the furnish-
ing of the appraisal services.

(June 27, 1934, ch. 847, title II, § 202, 48 Stat. 1248;
Feb. 3, 1938, ch. 13, § 3, 52 Stat. 10; June 3, 1939,
ch. 175, § 5, 53 Stat. 805; Apr. 20, 1950, ch. 94, title
I, § 122, 64 Stat. 59; Pub. L. 90–19, § 1(a)(3), May 25,
1967, 81 Stat. 17; Pub. L. 101–235, title I, § 142, Dec.
15, 1989, 103 Stat. 2030; Pub. L. 101–625, title III,
§ 322, Nov. 28, 1990, 104 Stat. 4134; Pub. L. 102–550,
title V, §§ 502, 518, 519, Oct. 28, 1992, 106 Stat. 3778,
3792; Pub. L. 105–65, title V, § 551, Oct. 27, 1997, 111
Stat. 1412; Pub. L. 106–377, § 1(a)(1) [title II,
§ 209(c)], Oct. 27, 2000, 114 Stat. 1441, 1441A–25.)

REFERENCES IN TEXT

The Federal Advisory Committee Act, referred to in
subsec. (b), is Pub. L. 92–463, Oct. 6, 1972, 86 Stat. 770, as
amended, which is set out in the Appendix to Title 5,
Government Organization and Employees.

Section 3537b(c) of title 42, referred to in subsec.
(b)(5), was in the original ‘‘section 112(c) of the Depart-
ment of Housing and Urban Development Reform Act of
1989’’, meaning section 112 of Pub. L. 101–235, which does
not contain a subsec. (c), but enacted section 13 of the
Department of Housing and Urban Development Act,
which was classified to section 3537b of title 42 prior to
repeal by Pub. L. 104–65, § 11(b)(1), Dec. 19, 1995, 109 Stat.
701, and which contained a subsec. (c) relating to reg-
istration with the Secretary.

The Equal Credit Opportunity Act, referred to in sub-
sec. (c)(1), (3)(B), is title VII of Pub. L. 90–321, as added
by Pub. L. 93–495, title V, § 503, Oct. 28, 1974, 88 Stat.
1521, as amended, which is classified generally to sub-
chapter IV (§ 1691 et seq.) of chapter 41 of Title 15, Com-
merce and Trade. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 1601 of Title 15 and Tables.

The Fair Housing Act, referred to in subsec. (c)(1),
(3)(B), is title VIII of Pub. L. 90–284, Apr. 11, 1968, 82
Stat. 81, as amended, which is classified principally to
subchapter I (§ 3601 et seq.) of chapter 45 of Title 42, The
Public Health and Welfare. For complete classification
of this Act to the Code, see Short Title note set out
under section 3601 of Title 42 and Tables.

Executive Order 11063, referred to in subsec. (c)(1),
(3)(B), is set out as a note under section 1982 of Title 42.

AMENDMENTS

2000—Subsec. (c)(2)(E). Pub. L. 106–377, § 1(a)(1) [title
II, § 209(c)(1)], struck out ‘‘and’’ at end.

Subsec. (c)(2)(F). Pub. L. 106–377, § 1(a)(1) [title II,
§ 209(c)(2)], which directed substitution of ‘‘and’’ for ‘‘or
their designees.’’, was executed by inserting ‘‘and’’
after semicolon to reflect the probable intent of Con-
gress, because the phrase ‘‘or their designees.’’ ap-
peared at end of par. (2) and did not appear in subpar.
(F).

Subsec. (c)(2)(G). Pub. L. 106–377, § 1(a)(1) [title II,
§ 209(c)(3)], added subpar. (G).

1997—Subsec. (c)(3)(C). Pub. L. 105–65 inserted after
first sentence ‘‘Notwithstanding paragraph (4)(A), a
suspension shall be effective upon issuance by the
Board if the Board determines that there exists ade-
quate evidence that immediate action is required to
protect the financial interests of the Department or the
public.’’

1992—Subsec. (b)(11). Pub. L. 102–550, § 502, added par.
(11).

Subsec. (c)(3)(C). Pub. L. 102–550, § 518, inserted ‘‘tem-
porarily’’ after ‘‘order’’, ‘‘(i)’’ after ‘‘Administration

if’’, ‘‘(ii)’’ after ‘‘violations and’’, and ‘‘, and for not
longer than 1 year. The Board may extend the suspen-
sion for an additional 6 months if it determines the ex-
tension is in the public interest. If the Board and the
mortgagee agree, these time limits may be extended’’
after ‘‘6 months’’.

Subsec. (c)(6)(D). Pub. L. 102–550, § 519(1), struck out
subpar. (D) which read as follows: ‘‘For purposes of this
paragraph, the term ‘mortgagee’ means a mortgagee, a
branch office or subsidiary of a mortgagee, or a direc-
tor, officer, employee, agent, or other person partici-
pating in the conduct of the affairs of such mortgagee.’’

Subsec. (c)(7), (8). Pub. L. 102–550, § 519(2), added par.
(7) and redesignated former par. (7) as (8).

1990—Subsec. (e)(3), (4). Pub. L. 101–625 added pars. (3)
and (4).

1989—Pub. L. 101–235 substituted ‘‘Federal Housing
Administration operations’’ for ‘‘Mutual Mortgage In-
surance Fund’’ in section catchline, designated existing
provisions as subsec. (a) and inserted heading, and
added subsecs. (b) to (e).

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’ wherever appearing.

1939—Act June 3, 1939, substituted ‘‘created’’ for ‘‘cre-
ate’’.

1938—Act Feb. 3, 1938, inserted ‘‘with respect to mort-
gages insured under section 1709 of this title’’.

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1709, 1735,
1735f–11, 1735f–14 of this title.

§ 1709. Insurance of mortgages

(a) Authorization
The Secretary is authorized, upon application

by the mortgagee, to insure as hereinafter pro-
vided any mortgage offered to him which is eli-
gible for insurance as hereinafter provided, and,
upon such terms as the Secretary may prescribe,
to make commitments for the insuring of such
mortgages prior to the date of their execution or
disbursement thereon.
(b) Eligibility for insurance; mortgage limits

To be eligible for insurance under this section
a mortgage shall comply with the following:

(1) Have been made to, and be held by, a
mortgagee approved by the Secretary as re-
sponsible and able to service the mortgage
properly.

(2) Involve a principal obligation (including
such initial service charges, appraisal, inspec-
tion, and other fees as the Secretary shall ap-
prove) in an amount—

(A) not to exceed the lesser of—
(i) in the case of a 1-family residence, 95

percent of the median 1-family house price
in the area, as determined by the Sec-
retary; in the case of a 2-family residence,
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107 percent of such median price; in the
case of a 3-family residence, 130 percent of
such median price; or in the case of a 4-
family residence, 150 percent of such me-
dian price; or

(ii) 87 percent of the dollar amount limi-
tation determined under section 1454(a)(2)
of this title for a residence of the applica-
ble size; except that the dollar amount
limitation in effect for any area under this
subparagraph may not be less than the
greater of the dollar amount limitation in
effect under this section for the area on
October 21, 1998, or 48 percent of the dollar
limitation determined under section
1454(a)(2) of this title for a residence of the
applicable size; and

(B) not to exceed an amount equal to the
sum of—

(i) the amount of the mortgage insur-
ance premium paid at the time the mort-
gage is insured; and

(ii) in the case of—
(I) a mortgage for a property with an

appraised value equal to or less than
$50,000, 98.75 percent of the appraised
value of the property;

(II) a mortgage for a property with an
appraised value in excess of $50,000 but
not in excess of $125,000, 97.65 percent of
the appraised value of the property;

(III) a mortgage for a property with an
appraised value in excess of $125,000, 97.15
percent of the appraised value of the
property; or

(IV) notwithstanding subclauses (II)
and (III), a mortgage for a property with
an appraised value in excess of $50,000
that is located in an area of the State for
which the average closing cost exceeds
2.10 percent of the average, for the State,
of the sale price of properties located in
the State for which mortgages have been
executed, 97.75 percent of the appraised
value of the property.

For purposes of the preceding sentence, the
term ‘‘area’’ means a metropolitan statistical
area as established by the Office of Manage-
ment and Budget; and the median 1-family
house price for an area shall be equal to the
median 1-family house price of the county
within the area that has the highest such me-
dian price. For purposes of this paragraph, the
term ‘‘average closing cost’’ means, with re-
spect to a State, the average, for mortgages
executed for properties that are located within
the State, of the total amounts (as determined
by the Secretary) of initial service charges,
appraisal, inspection, and other fees (as the
Secretary shall approve) that are paid in con-
nection with such mortgages. Notwithstanding
any other provision of this section, in any case
where the dwelling is not approved for mort-
gage insurance prior to the beginning of con-
struction, such mortgage shall not exceed 90
per centum of the entire appraised value of the
property as of the date the mortgage is accept-
ed for insurance, unless (i) the dwelling was
completed more than one year prior to the ap-
plication for mortgage insurance, or (ii) the

dwelling was approved for guaranty, insur-
ance, or a direct loan under chapter 37 of title
38 prior to the beginning of construction, or
(iii) the dwelling is covered by a consumer pro-
tection or warranty plan acceptable to the
Secretary and satisfies all requirements which
would have been applicable if such dwelling
had been approved for mortgage insurance
prior to the beginning of construction. As used
herein, the term ‘‘veteran’’ means any person
who served on active duty in the armed forces
of the United States for a period of not less
than ninety days (or is certified by the Sec-
retary of Defense as having performed extra-
hazardous service), and who was discharged or
released therefrom under conditions other
than dishonorable, except that persons enlist-
ing in the armed forces after September 7,
1980, or entering active duty after October 16,
1981, shall have their eligibility determined in
accordance with section 5303A(d) of title 38.
Notwithstanding any other provision of this
paragraph, the amount which may be insured
under this section may be increased by up to
20 percent if such increase is necessary to ac-
count for the increased cost of the residence
due to the installation of a solar energy sys-
tem (as defined in subparagraph (3) of the last
paragraph of section 1703(a) of this title)
therein.

Notwithstanding any other provision of this
paragraph, the Secretary may not insure, or
enter into a commitment to insure, a mort-
gage under this section that is executed by a
first-time homebuyer and that involves a prin-
cipal obligation (including such initial service
charges, appraisal, inspection, and other fees
as the Secretary shall approve) in excess of 97
percent of the appraised value of the property
unless the mortgagor has completed a pro-
gram of counseling with respect to the respon-
sibilities and financial management involved
in homeownership that is approved by the Sec-
retary; except that the Secretary may, in the
discretion of the Secretary, waive the applica-
bility of this requirement.

(3) Have a maturity satisfactory to the Sec-
retary, but not to exceed, in any event, thirty-
five years (or thirty years if such mortgage is
not approved for insurance prior to construc-
tion) from the date of the beginning of amorti-
zation of the mortgage.

(4) Contain complete amortization provi-
sions satisfactory to the Secretary requiring
periodic payments by the mortgagor not in ex-
cess of his reasonable ability to pay as deter-
mined by the Secretary.

(5) Bear interest at such rate as may be
agreed upon by the mortgagor and the mortga-
gee.

(6) Provide, in a manner satisfactory to the
Secretary, for the application of the mortga-
gor’s periodic payments (exclusive of the
amount allocated to interest and to the pre-
mium charge which is required for mortgage
insurance as hereinafter provided) to amorti-
zation of the principal of the mortgage.

(7) Contain such terms and provisions with
respect to insurance, repairs, alterations, pay-
ment of taxes, default, reserves, delinquency
charges, foreclosure proceedings, anticipation
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of maturity, additional and secondary liens,
and other matters as the Secretary may in his
discretion prescribe.

(8) Repealed. Pub. L. 100–242, title IV,
§ 406(b)(2), Feb. 5, 1988, 101 Stat. 1900.

(9) Be executed by a mortgagor who shall
have paid on account of the property (except
with respect to a mortgage executed by a
mortgagor who is a veteran) at least 3 per cen-
tum, or such larger amount as the Secretary
may determine, of the Secretary’s estimate of
the cost of acquisition (excluding the mort-
gage insurance premium paid at the time the
mortgage is insured) in cash or its equivalent:
Provided, That with respect to a mortgage exe-
cuted by a mortgagor who is sixty years of age
or older as of the date the mortgage is en-
dorsed for insurance or with respect to a mort-
gage meeting the requirements of subsection
(i) of this section, or with respect to a mort-
gage covering a single-family home being pur-
chased under the low-income housing dem-
onstration project assisted pursuant to section
1436 1 of title 42, or with respect to a mortgage
covering a housing unit in connection with a
homeownership program under the Home-
ownership and Opportunity Through HOPE
Act, the mortgagor’s payment required by this
subsection may be paid by a corporation or
person other than the mortgagor under such
terms and conditions as the Secretary may
prescribe: Provided further, That for purposes
of this paragraph, the Secretary shall consider
as cash or its equivalent any amounts bor-
rowed from a family member (as such term is
defined in section 1707 of this title), subject
only to the requirements that, in any case in
which the repayment of such borrowed
amounts is secured by a lien against the prop-
erty, such lien shall be subordinate to the
mortgage and the sum of the principal obliga-
tion of the mortgage and the obligation se-
cured by such lien may not exceed 100 percent
of the appraised value of the property plus any
initial service charges, appraisal, inspection,
and other fees in connection with the mort-
gage.

(c) Premium charges
(1) The Secretary is authorized to fix premium

charges for the insurance of mortgages under
the separate sections of this subchapter but in
the case of any mortgage such charge shall be
not less than an amount equivalent to one-
fourth of 1 per centum per annum nor more than
an amount equivalent to 1 per centum per
annum of the amount of the principal obligation
of the mortgage outstanding at any time, with-
out taking into account delinquent payments or
prepayments: Provided, That premium charges
fixed for insurance (1) under section 1715z–10,
1715z–12, 1715z–16, 1715z–17, or 1715z–18 of this
title, or any other financing mechanism provid-
ing alternative methods for repayment of a
mortgage that is determined by the Secretary to
involve additional risk, or (2) under subsections 2

(n) or (k) of this section are not required to be
the same as the premium charges for mortgages

insured under the other provisions of this sec-
tion, but in no case shall premium charges
under subsection (n) or (k) of this section exceed
1 per centum per annum: Provided, That any re-
duced premium charge so fixed and computed
may, in the discretion of the Secretary, also be
made applicable in such manner as the Sec-
retary shall prescribe to each insured mortgage
outstanding under the section or sections in-
volved at the time the reduced premium charge
is fixed. Such premium charges shall be payable
by the mortgagee, either in cash, or in deben-
tures issued by the Secretary under this sub-
chapter at par plus accrued interest, in such
manner as may be prescribed by the Secretary:
Provided, That debentures presented in payment
of premium charges shall represent obligations
of the particular insurance fund or account to
which such premium charges are to be credited:
Provided further, That the Secretary may require
the payment of one or more such premium
charges at the time the mortgage is insured, at
such discount rate as he may prescribe not in
excess of the interest rate specified in the mort-
gage. If the Secretary finds upon the presen-
tation of a mortgage for insurance and the ten-
der of the initial premium charge or charges so
required that the mortgage complies with the
provisions of this section, such mortgage may be
accepted for insurance by endorsement or other-
wise as the Secretary may prescribe; but no
mortgage shall be accepted for insurance under
this section unless the Secretary finds that the
project with respect to which the mortgage is
executed is economically sound. In the event
that the principal obligation of any mortgage
accepted for insurance is paid in full prior to the
maturity date, the Secretary is further author-
ized in his discretion to require the payment by
the mortgagee of an adjusted premium charge in
such amount as the Secretary determines to be
equitable, but not in excess of the aggregate
amount of the premium charges that the mort-
gagee would otherwise have been required to pay
if the mortgage had continued to be insured
under this section until such maturity date; and
in the event that the principal obligation is paid
in full as herein set forth the Secretary is au-
thorized to refund to the mortgagee for the ac-
count of the mortgagor all, or such portion as he
shall determine to be equitable, of the current
unearned premium charges theretofore paid:
Provided, That with respect to mortgages (1) for
which the Secretary requires, at the time the
mortgage is insured, the payment of a single
premium charge to cover the total premium ob-
ligation for the insurance of the mortgage, and
(2) on which the principal obligation is paid be-
fore the number of years on which the premium
with respect to a particular mortgage was based,
or the property is sold subject to the mortgage
or is sold and the mortgage is assumed prior to
such time, the Secretary shall provide for re-
funds, where appropriate, of a portion of the pre-
mium paid and shall provide for appropriate al-
location of the premium cost among the mortga-
gors over the term of the mortgage, in accord-
ance with procedures established by the Sec-
retary which take into account sound financial
and actuarial considerations.

(2) Notwithstanding any other provision of
this section, each mortgage secured by a 1- to 4-
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family dwelling that is an obligation of the Mu-
tual Mortgage Insurance Fund or of the General
Insurance Fund pursuant to subsection (v) of
this section and each mortgage that is insured
under subsection (k) of this section or section
1715y(c) of this title,,3 shall be subject to the fol-
lowing requirements:

(A) The Secretary shall establish and col-
lect, at the time of insurance, a single pre-
mium payment in an amount not exceeding
2.25 percent of the amount of the original in-
sured principal obligation of the mortgage. In
the case of a mortgage for which the mortga-
gor is a first-time homebuyer who completes a
program of counseling with respect to the re-
sponsibilities and financial management in-
volved in homeownership that is approved by
the Secretary, the premium payment under
this subparagraph shall not exceed 2.0 percent
of the amount of the original insured principal
obligation of the mortgage. Upon payment in
full of the principal obligation of a mortgage
prior to the maturity date of the mortgage,
the Secretary shall refund all of the unearned
premium charges paid on the mortgage pursu-
ant to this subparagraph.

(B) In addition to the premium under sub-
paragraph (A), the Secretary shall establish
and collect annual premium payments in an
amount not exceeding 0.50 percent of the re-
maining insured principal balance (excluding
the portion of the remaining balance attrib-
utable to the premium collected under sub-
paragraph (A) and without taking into ac-
count delinquent payments or prepayments)
for the following periods:

(i) For any mortgage involving an original
principal obligation (excluding any premium
collected under subparagraph (A)) that is
less than 90 percent of the appraised value of
the property (as of the date the mortgage is
accepted for insurance), for the first 11 years
of the mortgage term.

(ii) For any mortgage involving an origi-
nal principal obligation (excluding any pre-
mium collected under subparagraph (A))
that is greater than or equal to 90 percent of
such value, for the first 30 years of the mort-
gage term; except that notwithstanding the
matter preceding clause (i), for any mort-
gage involving an original principal obliga-
tion (excluding any premium collected under
subparagraph (A)) that is greater than 95
percent of such value, the annual premium
collected during the 30-year period under
this clause shall be in an amount not exceed-
ing 0.55 percent of the remaining insured
principal balance (excluding the portion of
the remaining balance attributable to the
premium collected under subparagraph (A)
and without taking into account delinquent
payments or prepayments).

(d) Increase in maximum amount of mortgage
Notwithstanding any provision of this sub-

chapter governing maximum mortgage amounts
for insuring a mortgage secured by a one- to
four-family dwelling, the maximum amount of
the mortgage determined under any such provi-

sion may be increased by the amount of the
mortgage insurance premium paid at the time
the mortgage is insured.
(e) Contract of insurance as evidence of eligi-

bility
Any contract of insurance heretofore or here-

after executed by the Secretary under this sub-
chapter shall be conclusive evidence of the eligi-
bility of the loan or mortgage for insurance, and
the validity of any contract of insurance so exe-
cuted shall be incontestable in the hands of an
approved financial institution or approved mort-
gagee from the date of the execution of such
contract, except for fraud or misrepresentation
on the part of such approved financial institu-
tion or approved mortgagee.
(f) Disclosure of other mortgage products

(1) In general
In conjunction with any loan insured under

this section, an original lender shall provide
to each prospective borrower a disclosure no-
tice that provides a 1-page analysis of mort-
gage products offered by that lender and for
which the borrower would qualify.
(2) Notice

The notice required under paragraph (1)
shall include—

(A) a generic analysis comparing the note
rate (and associated interest payments), in-
surance premiums, and other costs and fees
that would be due over the life of the loan
for a loan insured by the Secretary under
subsection (b) of this section with the note
rates, insurance premiums (if applicable),
and other costs and fees that would be ex-
pected to be due if the mortgagor obtained
instead other mortgage products offered by
the lender and for which the borrower would
qualify with a similar loan-to-value ratio in
connection with a conventional mortgage
(as that term is used in section 1454(a)(2) of
this title or section 1717(b)(2) of this title, as
applicable), assuming prevailing interest
rates; and

(B) a statement regarding when the re-
quirement of the mortgagor to pay the mort-
gage insurance premiums for a mortgage in-
sured under this section would terminate, or
a statement that the requirement shall ter-
minate only if the mortgage is refinanced,
paid off, or otherwise terminated.

(g) Limitation on use of single family mortgage
insurance by investors

(1) The Secretary may insure a mortgage
under this subchapter that is secured by a 1- to
4-family dwelling, or approve a substitute mort-
gagor with respect to any such mortgage, only if
the mortgagor is to occupy the dwelling as his
or her principal residence or as a secondary resi-
dence, as determined by the Secretary. In mak-
ing this determination with respect to the occu-
pancy of secondary residences, the Secretary
may not insure mortgages with respect to such
residences unless the Secretary determines that
it is necessary to avoid undue hardship to the
mortgagor. In no event may a secondary resi-
dence under this subsection include a vacation
home, as determined by the Secretary.
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(2) The occupancy requirement established in
paragraph (1) shall not apply to any mortgagor
(or co-mortgagor, as appropriate) that is—

(A) a public entity, as provided in section
1715d or 1715z–12 of this title, or any other
State or local government or an agency there-
of;

(B) a private nonprofit or public entity, as
provided in section 1715l(h) or 1715z(j) of this
title, or other private nonprofit organization
that is exempt from taxation under section
501(c)(3) of title 26 and intends to sell or lease
the mortgaged property to low or moderate-in-
come persons, as determined by the Secretary;

(C) an Indian tribe, as provided in section
1715z–13 of this title;

(D) a serviceperson who is unable to meet
such requirement because of his or her duty
assignment, as provided in section 1715g of this
title or subsection (b)(4) or (f) of section 1715m
of this title;

(E) a mortgagor or co-mortgagor under sub-
section (k) of this section; or

(F) a mortgagor that, pursuant to section
1715n(a)(7) of this title, is refinancing an exist-
ing mortgage insured under this chapter for
not more than the outstanding balance of the
existing mortgage, if the amount of the
monthly payment due under the refinancing
mortgage is less than the amount due under
the existing mortgage for the month in which
the refinancing mortgage is executed.

(3) For purposes of this subsection, the term
‘‘substitute mortgagor’’ means a person who,
upon the release by a mortgagee of a previous
mortgagor from personal liability on the mort-
gage note, assumes such liability and agrees to
pay the mortgage debt.
(h) Disaster housing

Notwithstanding any other provision of this
section, the Secretary is authorized to insure
any mortgage which involves a principal obliga-
tion not in excess of the applicable maximum
dollar limit under subsection (b) of this section
and not in excess of 100 per centum of the ap-
praised value of a property upon which there is
located a dwelling designed principally for a sin-
gle-family residence, where the mortgagor es-
tablishes (to the satisfaction of the Secretary)
that his home which he occupied as an owner or
as a tenant was destroyed or damaged to such an
extent that reconstruction is required as a re-
sult of a flood, fire, hurricane, earthquake,
storm, or other catastrophe which the Presi-
dent, pursuant to sections 5122(2) and 5170 of
title 42, has determined to be a major disaster.
(i) Single-family housing in outlying areas

The Secretary is authorized to insure under
this section any mortgage meeting the require-
ments of subsection (b) of this section, except as
modified by this subsection, which involves a
principal obligation not in excess of 75 per cen-
tum of the limit on the principal obligation ap-
plicable to a one-family residence under sub-
section (b) of this section and not in excess of 97
per centum (or, in any case where the dwelling
is not approved for mortgage insurance prior to
the beginning of construction, unless the con-
struction of the dwelling was completed more

than one year prior to the application for mort-
gage insurance or the dwelling was approved for
guaranty, insurance, or direct loan under chap-
ter 37 of title 38 prior to the beginning of con-
struction, 90 per centum) of the appraised value
of a property located in an area where the Sec-
retary finds it is not practicable to obtain con-
formity with many of the requirements essen-
tial to the insurance of mortgages on housing in
built-up urban areas, upon which there is lo-
cated a dwelling designed principally for a sin-
gle-family residence: Provided, That the Sec-
retary finds that the property with respect to
which the mortgage is executed is an acceptable
risk, giving consideration to the need for provid-
ing adequate housing for families of low and
moderate income particularly in suburban and
outlying areas or small communities: Provided
further, That under the foregoing provisions of
this subsection the Secretary is authorized to
insure any mortgage issued with respect to a
farm home on a plot of land two and one-half or
more acres in size adjacent to an all-weather
public road.
(j) Real estate loans by national banks

Loans secured by mortgages insured under
this section shall not be taken into account in
determining the amount of real estate loans
which a national bank may make in relation to
its capital and surplus or its time and savings
deposits.
(k) Rehabilitation of one- to four-family struc-

tures; definitions; eligibility; refinancing and
extension; General Insurance Fund

(1) The Secretary may, in order to assist in the
rehabilitation of one- to four-family structures
used primarily for residential purposes, insure
and make commitments to insure rehabilitation
loans (including advances made during rehabili-
tation) made by financial institutions on and
after 180 days following October 31, 1978. Such
commitments to insure and such insurance shall
be made upon such terms and conditions which
the Secretary may prescribe and which are con-
sistent with the provisions of subsections (b),
(c), (e), (i), and (j) of this section, except as
modified by the provisions of this subsection.

(2) For the purpose of this subsection—
(A) the term ‘‘rehabilitation loan’’ means a

loan, advance of credit, or purchase of an obli-
gation representing a loan or advance of cred-
it, made for the purpose of financing—

(i) the rehabilitation of an existing one- to
four-unit structure which will be used pri-
marily for residential purposes;

(ii) the rehabilitation of such a structure
and the refinancing of the outstanding in-
debtedness on such structure and the real
property on which the structure is located;
or

(iii) the rehabilitation of such a structure
and the purchase of the structure and the
real property on which it is located; and

(B) the term ‘‘rehabilitation’’ means the im-
provement (including improvements designed
to meet cost-effective energy conservation
standards prescribed by the Secretary) or re-
pair of a structure, or facilities in connection
with a structure, and may include the provi-
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sion of such sanitary or other facilities as are
required by applicable codes, a community de-
velopment plan, or a statewide property insur-
ance plan to be provided by the owner or ten-
ant of the project. The term ‘‘rehabilitation’’
may also include measures to evaluate and re-
duce lead-based paint hazards, as such terms
are defined in section 4851b of title 42.

(3) To be eligible for insurance under this sub-
section, a rehabilitation loan shall—

(A) involve a principal obligation (including
such initial service charges, appraisal, inspec-
tion, and other fees as the Secretary shall ap-
prove) in an amount which does not exceed,
when added to any outstanding indebtedness
of the borrower which is secured by the struc-
ture and the property on which it is located,
the amount specified in subsection (b)(2) of
this section; except that, in determining the
amount of the principal obligation for pur-
poses of this subsection, the Secretary shall
establish as the appraised value of the prop-
erty an amount not to exceed the sum of the
estimated cost of rehabilitation and the Sec-
retary’s estimate of the value of the property
before rehabilitation;

(B) bear interest at such rate as may be
agreed upon by the borrower and the financial
institution;

(C) be an acceptable risk, as determined by
the Secretary; and

(D) comply with such other terms, condi-
tions, and restrictions as the Secretary may
prescribe.

(4) Any rehabilitation loan insured under this
subsection may be refinanced and extended in
accordance with such terms and conditions as
the Secretary may prescribe, but in no event for
an additional amount or term which exceeds the
maximum provided for in this subsection.

(5) All funds received and all disbursements
made pursuant to the authority established by
this subsection shall be credited or charged, as
appropriate, to the General Insurance Fund, and
insurance benefits shall be paid in cash out of
such Fund or in debentures executed in the
name of such Fund. Insurance benefits paid with
respect to loans secured by a first mortgage and
insured under this subsection shall be paid in ac-
cordance with section 1710 of this title, except
that all references in section 1710 of this title to
the Mutual Mortgage Insurance Fund shall be
construed as referring to the General Insurance
Fund. Insurance benefits paid with respect to
loans secured by a mortgage other than a first
mortgage and insured under this subsection
shall be paid in accordance with paragraphs (6)
and (7) of section 1715k(h) of this title, except
that reference to ‘‘this subsection’’ in such para-
graphs shall be construed as referring to this
subsection.
(l) Repealed. Pub. L. 90�448, title I, § 103(b), Aug.

1, 1968, 82 Stat. 486

(m) Repealed. Pub. L. 100�242, title IV, § 406(c),
Feb. 5, 1988, 101 Stat. 1902

(n) Cooperative housing projects; definitions
(1) The Secretary is authorized to insure under

this section any mortgage meeting the require-

ments of subsection (b) of this section, except as
modified by this subsection. To be eligible, the
mortgage shall involve a dwelling unit in a co-
operative housing project which is covered by a
blanket mortgage insured under this chapter or
the construction of which was completed more
than a year prior to the application for the
mortgage insurance. The mortgage amount as
determined under the other provisions of sub-
section (b) of this section shall be reduced by an
amount equal to the portion of the unpaid bal-
ance of the blanket mortgage covering the
project which is attributable (as of the date the
mortgage is accepted for insurance) to such
unit.

(2) For the purposes of this subsection—
(A) The terms ‘‘home mortgage’’ and ‘‘mort-

gage’’ include a first lien given (in accordance
with the laws of the State where the property
is located and accompanied by such security
and other undertakings as may be required
under regulations of the Secretary) to secure a
loan made to finance the purchase of stock or
membership in a cooperative ownership hous-
ing corporation the permanent occupancy of
the dwelling units of which is restricted to
members of such corporation, where the pur-
chase of such stock or membership will entitle
the purchaser to the permanent occupancy of
one of such units.

(B) The terms ‘‘appraised value of the prop-
erty’’, ‘‘value of the property’’, and ‘‘value’’
include the appraised value of a dwelling unit
in a cooperative housing project of the type
described in subparagraph (A) where the pur-
chase of the stock or membership involved
will entitle the purchaser to the permanent
occupancy of that unit; and the term ‘‘prop-
erty’’ includes a dwelling unit in such a coop-
erative project.

(C) The term ‘‘mortgagor’’ includes a person
or persons giving a first lien (of the type de-
scribed in subparagraph (A)) to secure a loan
to finance the purchase of stock or member-
ship in a cooperative housing corporation.

(o) Insurance of mortgages on owner occupied
homes in communities subject to adverse
economic conditions resulting from Indian
claims to ownership of land; obligation of
Special Risk Insurance Fund

(1) Notwithstanding any other provision of
this section or any other section of this sub-
chapter, the Secretary is authorized to insure,
and to commit to insure, under subsection (b) of
this section as modified by this subsection a
mortgage which meets both the requirements of
this subsection and such criteria as the Sec-
retary by regulation may prescribe to further
the purpose of this subsection, in any commu-
nity where the Secretary determines that—

(A) temporary adverse economic conditions
exist throughout the community as a direct
and primary result of outstanding claims to
ownership of land in the community by an
American Indian tribe, band, or Nation;

(B) such ownership claims are reasonably
likely to be settled, by court action or other-
wise;

(C) as a direct result of the community’s
temporarily impaired economic condition,
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owner occupants of homes in the community
have been involuntarily unemployed or under-
employed and have thus incurred substantial
reductions in income which significantly im-
pair their ability to continue timely payment
of their mortgages;

(D) as a result, widespread mortgage fore-
closures and distress sales of homes are likely
in the community; and

(E) fifty or more individual homeowners
were joined as parties defendant or were mem-
bers of a defendant class prior to December 31,
1976, in litigation involving claims to owner-
ship of land in the community by an American
Indian tribe, band, or Nation.

(2) A mortgage shall be eligible for insurance
under subsection (b) of this section as modified
by this subsection without regard to limitations
in this subchapter relating to a mortgagor’s rea-
sonable ability to pay, economic soundness,
marketability of title, or any other statutory
restriction which the Secretary determines is
contrary to the purpose of this subsection, but
only if the mortgagor is an owner of a home in
a community specified in paragraph (1) who, as
a direct result of the community’s temporarily
impaired economic condition, has been involun-
tarily unemployed or underemployed and has
thus incurred a substantial reduction in income
which significantly impairs the owner’s ability
to continue timely payment of the mortgage.
The Secretary is authorized to encourage or af-
ford directly to or on behalf of mortgagors
whose mortgages are insured under subsection
(b) of this section as modified by this subsection
forebearance, assignment of mortgages to the
Secretary, or such other relief as the Secretary
deems appropriate and consistent with the pur-
pose of this subsection. The Secretary, in con-
nection with any mortgage insured under sub-
section (b) of this section as modified by this
subsection, shall have all statutory powers, au-
thority, and responsibilities which the Sec-
retary has with respect to other mortgages in-
sured under subsection (b) of this section, except
that the Secretary may modify such powers, au-
thority, or responsibilities where the Secretary
deems such action to be necessary because of
the special nature of the mortgage involved.
Notwithstanding section 1708 of this title, the
insurance of a mortgage under subsection (b) of
this section as modified by this subsection shall
be the obligation of the Special Risk Insurance
Fund created pursuant to section 1715z–3 of this
title.
(p) Insurance of mortgages in communities sub-

ject to temporary adverse economic condi-
tions as a result of claims to ownership of
land in the community by an American In-
dian Tribe, band, or nation; eligibility, au-
thorities, etc.

(1) Notwithstanding any other provision of
this section or any other section of this sub-
chapter, the Secretary is authorized to insure,
and to commit to insure, under subsection (b) of
this section as modified by this subsection a
mortgage which meets both the requirements of
this subsection and such criteria as the Sec-
retary by regulation shall prescribe to further
the purpose of this subsection, in any commu-
nity where the Secretary determines that—

(A) temporary adverse economic conditions
exist throughout the community as a direct
and primary result of outstanding claims to
ownership of land in the community by an
American Indian tribe, band, or nation;

(B) such ownership claims are reasonably
likely to be settled, by court action or other-
wise; and

(C) fifty or more individual homeowners
were joined as parties defendant or were mem-
bers of a defendant class prior to April 1, 1980,
in litigation involving claims to ownership of
land in the community by an American Indian
tribe, band, group, or nation pursuant to a dis-
pute involving the Articles of Confederation,
Trade and Intercourse Act of 1790, or any simi-
lar State or Federal law.

(2) A mortgage shall be eligible for insurance
under subsection (b) of this section as modified
by this subsection without regard to limitations
in this subchapter relating to marketability of
title, or any other statutory restriction which
the Secretary determines is contrary to the pur-
pose of this subsection, but only if the mortga-
gor is an owner of a home in a community speci-
fied in paragraph (1). The Secretary, in connec-
tion with any mortgage insured under sub-
section (b) of this section as modified by this
subsection, shall have all statutory powers, au-
thority, and responsibilities which the Sec-
retary has with respect to other mortgages in-
sured under subsection (b) of this section, except
that the Secretary may modify such powers, au-
thority, or responsibilities where the Secretary
deems such action to be necessary because of
the special nature of the mortgage involved.
Notwithstanding section 1708 of this title, the
insurance of a mortgage under subsection (b) of
this section as modified by this subsection shall
be the obligation of the Special Risk Insurance
Fund created pursuant to section 1715z–3 of this
title.

(q) Insurance of mortgages secured by property
on certain lands leased by Seneca Nation of
New York Indians

(1) Notwithstanding any other provision of
this section or any other section of this sub-
chapter, the Secretary shall insure and commit
to insure, under subsection (b) of this section as
modified by this subsection, any mortgage se-
cured by property located on land that—

(A) is within the Allegany Reservation of the
Seneca Nation of New York Indians; and

(B) is subject to a lease entered into for a
term of 99 years pursuant to the Act of Feb-
ruary 19, 1875 (Chapter 90; 18 Stat. 330) and the
Act of September 30, 1890 (Chapter 1132; 26
Stat. 558).

(2) A mortgage shall be eligible for insurance
under subsection (b) of this section as modified
by this subsection without regard to limitations
in this subchapter relating to marketability of
title or any other statutory restriction that the
Secretary determines is contrary to the purpose
of this subsection.

(3) The Secretary, in connection with any
mortgage insured under subsection (b) of this
section as modified by this subsection, shall
have all statutory powers, authority, and re-
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sponsibilities that the Secretary has with re-
spect to other mortgages insured under sub-
section (b) of this section, except that the Sec-
retary may modify such powers, authority, or
responsibilities if the Secretary determines such
action to be necessary because of the special na-
ture of the mortgage involved.

(4) Notwithstanding section 1708 of this title,
the insurance of a mortgage under subsection (b)
of this section as modified by this subsection
shall be the obligation of the Special Risk Insur-
ance Fund created in section 1715z–3 of this title.
(r) Actions to reduce losses under single family

mortgage insurance program
The Secretary shall take appropriate actions

to reduce losses under the single-family mort-
gage insurance programs carried out under this
subchapter. Such actions shall include—

(1) an annual review by the Secretary of the
rate of early serious defaults and claims, in
accordance with section 1735f–11 of this title;

(2) requiring that at least one person acquir-
ing ownership of a one- to four-family residen-
tial property encumbered by a mortgage in-
sured under this subchapter be determined to
be creditworthy under standards prescribed by
the Secretary, whether or not such person as-
sumes personal liability under the mortgage
(except that acquisitions by devise or descent
shall not be subject to this requirement);

(3) in any case where personal liability under
a mortgage is assumed, requiring that the
original mortgagor be advised of the proce-
dures by which he or she may be released from
liability; and

(4) providing counseling, either directly or
through third parties, to delinquent mortga-
gors whose mortgages are insured under this
section, using the Fund to pay for such coun-
seling.

In any case where the homeowner does not re-
quest a release from liability, the purchaser and
the homeowner shall have joint and several li-
ability for any default for a period of 5 years fol-
lowing the date of the assumption. After the
close of such 5-year period, only the purchaser
shall be liable for any default on the mortgage
unless the mortgage is in default at the time of
the expiration of the 5-year period.
(s) Suspension or revocation of approval of mort-

gagee; notice and statement of reasons
Whenever the Secretary has taken any discre-

tionary action to suspend or revoke the ap-
proval of any mortgagee to participate in any
mortgage insurance program under this sub-
chapter, the Secretary shall provide prompt no-
tice of the action and a statement of the reasons
for the action to—

(1) the Secretary of Veterans Affairs;
(2) the chief executive officer of the Federal

National Mortgage Association;
(3) the chief executive officer of the Federal

Home Loan Mortgage Corporation;
(4) the Administrator of the Farmers Home

Administration;
(5) if the mortgagee is a national bank or

District bank, or a subsidiary or affiliate of
such a bank, the Comptroller of the Currency;

(6) if the mortgagee is a State bank that is
a member of the Federal Reserve System or a

subsidiary or affiliate of such a bank, or a
bank holding company or a subsidiary or affil-
iate of such a company, the Board of Gov-
ernors of the Federal Reserve System;

(7) if the mortgagee is a State bank that is
not a member of the Federal Reserve System
or is a subsidiary or affiliate of such a bank,
the Board of Directors of the Federal Deposit
Insurance Corporation; and

(8) if the mortgagee is a Federal or State
savings association or a subsidiary or affiliate
of a savings association, the Director of the
Office of Thrift Supervision.

(t) Disclosure regarding interest due upon mort-
gage prepayment

(1) Each mortgagee (or servicer) with respect
to a mortgage under this section shall provide
each mortgagor of such mortgagee (or servicer)
written notice, not less than annually, contain-
ing a statement of the amount outstanding for
prepayment of the principal amount of the
mortgage and describing any requirements the
mortgagor must fulfill to prevent the accrual of
any interest on such principal amount after the
date of any prepayment. This paragraph shall
apply to any insured mortgage outstanding on
or after the expiration of the 90-day period be-
ginning on the date of effectiveness of final reg-
ulations implementing this paragraph.

(2) Each mortgagee (or servicer) with respect
to a mortgage under this section shall, at or be-
fore closing with respect to any such mortgage,
provide the mortgagor with written notice (in
such form as the Secretary shall prescribe, by
regulation, before the expiration of the 90-day
period beginning upon November 28, 1990) de-
scribing any requirements the mortgagor must
fulfill upon prepayment of the principal amount
of the mortgage to prevent the accrual of any
interest on the principal amount after the date
of such prepayment. This paragraph shall apply
to any mortgage executed after the expiration of
the period under paragraph (1).

(u) Accountability of mortgage lenders
(1) No mortgagee may make or hold mortgages

insured under this section if the customary
lending practices of the mortgagee, as deter-
mined by the Secretary pursuant to section
1735f–17 of this title, provide for a variation in
mortgage charge rates that exceeds 2 percent for
insured mortgages made by the mortgagee on
dwellings located within an area. The Secretary
shall ensure that any permissible variations in
the mortgage charge rates of any mortgagee are
based only on actual variations in fees or costs
to the mortgagee to make the loan.

(2) For purposes of this subsection—
(A) the term ‘‘area’’ shall have the meaning

given the term under subsection (b)(2) of this
section;

(B) the term ‘‘mortgage charges’’ includes
the interest rate, discount points, loan origi-
nation fee, and any other amount charged to a
mortgagor with respect to an insured mort-
gage; and

(C) the term ‘‘mortgage charge rate’’ means
the amount of mortgage charges for an insured
mortgage expressed as a percentage of the ini-
tial principal amount of the mortgage.



Page 546TITLE 12—BANKS AND BANKING§ 1709

4 See References in Text note below.

(v) Use of FHA insurance with assistance under
42 U.S.C. 1437f

Notwithstanding section 1708 of this title, the
insurance of a mortgage under this section in
connection with the assistance provided under
section 1437f(y) of title 42 shall be the obligation
of the General Insurance Fund created pursuant
to section 1735c 4 of this title. The provisions of
subsections (a) through (h),4 (j), and (k) 4 of sec-
tion 1710 of this title shall apply to such mort-
gages, except that (1) all references in section
1710 of this title to the Mutual Mortgage Insur-
ance Fund or the Fund shall be construed to
refer to the General Insurance Fund, and (2) any
excess amounts described in section 1710(f)(1) of
this title shall be retained by the Secretary and
credited to the General Insurance Fund.
(w) Annual report

The Secretary of Housing and Urban Develop-
ment shall submit to the Congress an annual re-
port on the single family mortgage insurance
program under this section. Each report shall
set forth—

(1) an analysis of the income groups served
by the single family insurance program, in-
cluding—

(A) the percentage of borrowers whose in-
comes do not exceed 100 percent of the me-
dian income for the area;

(B) the percentage of borrowers whose in-
comes do not exceed 80 percent of the me-
dian income for the area; and

(C) the percentage of borrowers whose in-
comes do not exceed 60 percent of the me-
dian income for the area;

(2) an analysis of the percentage of minority
borrowers annually assisted by the program;
the percentage of central city borrowers as-
sisted and the percentage of rural borrowers
assisted by the program;

(3) the extent to which the Secretary in car-
rying out the program has employed methods
to ensure that needs of low and moderate in-
come families, underserved areas, and histori-
cally disadvantaged groups are served by the
program; and

(4) the current impediments to having the
program serve low and moderate income bor-
rowers; borrowers from central city areas; bor-
rowers from rural areas; and minority borrow-
ers.

The report required under this subsection shall
include the report required under section
1735f–18(c) of this title and the report required
under section 1711(g) of this title.
(x) Management deficiencies report

(1) In general
Not later than 60 days after October 21, 1998,

and annually thereafter, the Secretary shall
submit to Congress a report on the plan of the
Secretary to address each material weakness,
reportable condition, and noncompliance with
an applicable law or regulation (as defined by
the Director of the Office of Management and
Budget) identified in the most recent audited
financial statement of the Federal Housing

Administration submitted under section 3515
of title 31.
(2) Contents of annual report

Each report submitted under paragraph (1)
shall include—

(A) an estimate of the resources, including
staff, information systems, and contract as-
sistance, required to address each material
weakness, reportable condition, and non-
compliance with an applicable law or regula-
tion described in paragraph (1), and the costs
associated with those resources;

(B) an estimated timetable for addressing
each material weakness, reportable condi-
tion, and noncompliance with an applicable
law or regulation described in paragraph (1);
and

(C) the progress of the Secretary in imple-
menting the plan of the Secretary included
in the report submitted under paragraph (1)
for the preceding year, except that this sub-
paragraph does not apply to the initial re-
port submitted under paragraph (1).

(June 27, 1934, ch. 847, title II, § 203, 48 Stat. 1248;
May 28, 1935, ch. 150, § 29(a), 49 Stat. 299; Aug. 23,
1935, ch. 614, title III, § 344(c), 49 Stat. 722; Feb. 3,
1938, ch. 13, § 3, 52 Stat. 10; June 3, 1939, ch. 175,
§§ 6–8, 53 Stat. 805, 806; June 28, 1941, ch. 261, § 8,
55 Stat. 365; Oct. 15, 1943, ch. 259, § 2, 57 Stat. 571;
July 1, 1946, ch. 531, 60 Stat. 408; Aug. 10, 1948, ch.
832, title I, § 101(g)–(k), 62 Stat. 1272; July 15,
1949, ch. 338, title II, § 201(2), 63 Stat. 421; Aug. 30,
1949, ch. 524, 63 Stat. 681; Oct. 25, 1949, ch. 729,
§ 1(2), 63 Stat. 905; Apr. 20, 1950, ch. 94, title I,
§§ 103, 104(a), 122, 64 Stat. 51, 59; June 30, 1953, ch.
170, § 3, 67 Stat. 121; Aug. 2, 1954, ch. 649, title I,
§§ 104–110, 68 Stat. 591, 592; Aug. 7, 1956, ch. 1029,
title I, §§ 102, 104(a), 70 Stat. 1091, 1092; Pub. L.
85–104, title I, §§ 101, 106, July 12, 1957, 71 Stat.
294, 297; Pub. L. 85–364, § 1(a), Apr. 1, 1958, 72 Stat.
73; Pub. L. 86–372, title I, §§ 102, 103, title VIII,
§ 809, Sept. 23, 1959, 73 Stat. 654, 688; Pub. L. 87–70,
title I, § 102(b), title VI, §§ 604(b), 605, 606, 612(a),
June 30, 1961, 75 Stat. 157, 177, 178, 180; Pub. L.
88–560, title I, §§ 102, 103, 105(c)(1), Sept. 2, 1964, 78
Stat. 769, 772; Pub. L. 89–117, title II, §§ 203–206,
title XI, § 1108(c), Aug. 10, 1965, 79 Stat. 466, 504;
Pub. L. 89–754, title III, §§ 301, 302, Nov. 3, 1966, 80
Stat. 1266; Pub. L. 90–19, § 1(a)(3), (4), May 25,
1967, 81 Stat. 17; Pub. L. 90–448, title I, § 103(b),
title III, §§ 317, 318, title XI, § 1106(d), Aug. 1, 1968,
82 Stat. 486, 512, 567; Pub. L. 91–152, title I,
§§ 102(a), 113(a), Dec. 24, 1969, 83 Stat. 379, 383;
Pub. L. 91–606, title III, § 301(c), Dec. 31, 1970, 84
Stat. 1758; Pub. L. 93–288, title VII, § 702(c), for-
merly title VI, § 602(c), May 22, 1974, 88 Stat. 163,
renumbered title VII, § 702(c), Pub. L. 103–337,
div. C, title XXXIV, § 3411(a)(1), (2), Oct. 5, 1994,
108 Stat. 3100; Pub. L. 93–383, title III, §§ 302(a),
310(a), Aug. 22, 1974, 88 Stat. 676, 682; Pub. L.
93–449, § 4(b), Oct. 18, 1974, 88 Stat. 1367; Pub. L.
95–128, title III, §§ 303(a), (g), 304(a), 305, 307, Oct.
12, 1977, 91 Stat. 1132, 1133, 1134; Pub. L. 95–557,
title I, § 101(c)(1), (2), Oct. 31, 1978, 92 Stat. 2082,
2083; Pub. L. 95–619, title II, § 248(a), Nov. 9, 1978,
92 Stat. 3235; Pub. L. 96–153, title III, §§ 310,
312(a), 318, Dec. 21, 1979, 93 Stat. 1114, 1116, 1119;
Pub. L. 96–399, title III, §§ 321, 328, 333(a), 336(a),
Oct. 8, 1980, 94 Stat. 1646, 1651, 1653, 1654; Pub. L.
97–253, title II, § 201(a), (b), Sept. 8, 1982, 96 Stat.
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789; Pub. L. 98–63, title I, § 101, July 30, 1983, 97
Stat. 321; Pub. L. 98–181, title IV, §§ 404(b)(2), (3),
419, 423(a), (b)(1), 424(a), 425, 447, Nov. 30, 1983, 97
Stat. 1209, 1212, 1216–1218, 1228; Pub. L. 98–479,
title II, § 204(a)(2), Oct. 17, 1984, 98 Stat. 2232;
Pub. L. 99–601, Nov. 5, 1986, 100 Stat. 3357; Pub. L.
100–242, title IV, §§ 403–405(1), 406(a)–(b)(6), (c),
407(a)(1), 422(b), 423, 429(c), Feb. 5, 1988, 101 Stat.
1899–1902, 1914, 1918; Pub. L. 100–628, title X,
§§ 1061–1063(a), Nov. 7, 1988, 102 Stat. 3274; Pub. L.
100–707, title I, § 109(e)(2), Nov. 23, 1988, 102 Stat.
4708; Pub. L. 101–144, title II, Nov. 9, 1989, 103
Stat. 852; Pub. L. 101–235, title I, §§ 132(a), 135,
143(a), (b), Dec. 15, 1989, 103 Stat. 2026, 2028, 2036;
Pub. L. 101–402, § 3, Oct. 1, 1990, 104 Stat. 866; Pub.
L. 101–507, title II, Nov. 5, 1990, 104 Stat. 1369;
Pub. L. 101–508, title II, §§ 2101–2103(a), Nov. 5,
1990, 104 Stat. 1388–17; Pub. L. 101–625, title III,
§§ 326(a), 327, 329, 330(a), title IV, § 429, Nov. 28,
1990, 104 Stat. 4137, 4138, 4171; Pub. L. 102–40, title
IV, § 402(d)(2), May 7, 1991, 105 Stat. 239; Pub. L.
102–389, title II, Oct. 6, 1992, 106 Stat. 1591, 1593;
Pub. L. 102–550, title I, § 185(c)(1), title V,
§§ 503(a), 504–506(a), 507(a), title X, § 1012(k)(2),
Oct. 28, 1992, 106 Stat. 3747, 3779–3782, 3907; Pub.
L. 103–211, title I, Feb. 12, 1994, 108 Stat. 12; Pub.
L. 103–327, title II, Sept. 28, 1994, 108 Stat. 2314;
Pub. L. 104–204, title IV, §§ 424, 425(a), 426, Sept.
26, 1996, 110 Stat. 2927, 2928; Pub. L. 105–65, title
II, § 211, Oct. 27, 1997, 111 Stat. 1366; Pub. L.
105–276, title II, §§ 212, 224, 225(a), 228, Oct. 21,
1998, 112 Stat. 2486, 2489–2491; Pub. L. 106–74, title
II, § 207, Oct. 20, 1999, 113 Stat. 1072; Pub. L.
106–281, § 2, Oct. 6, 2000, 114 Stat. 865; Pub. L.
106–377, § 1(a)(1) [title II, §§ 209(a), 225], Oct. 27,
2000, 114 Stat. 1441, 1441A–25, 1441A–30; Pub. L.
106–569, title XI, § 1103(f), Dec. 27, 2000, 114 Stat.
3031; Pub. L. 107–73, title II, § 207(a), Nov. 26, 2001,
115 Stat. 674; Pub. L. 107–326, § 2, Dec. 4, 2002, 116
Stat. 2792.)

REFERENCES IN TEXT

Section 1436 of title 42, referred to in subsec. (b)(9),
was repealed by Pub. L. 91–609, title V, § 503(4), Dec. 31,
1970, 84 Stat. 1786. See section 1701z–1 et seq. of this
title.

The Homeownership and Opportunity Through HOPE
Act, referred to in subsec. (b)(9), is title IV of Pub. L.
101–625, Nov. 28, 1990, 104 Stat. 4148, which enacted sub-
chapter II–A (§ 1437aaa et seq.) of chapter 8 of Title 42,
The Public Health and Welfare, and parts A (§ 12871 et
seq.) and B (§ 12891 et seq.) of subchapter IV of chapter
130 of Title 42, amended sections 1437c, 1437f, 1437l,
1437p, 1437r, and 1437s of Title 42, and enacted provisions
set out as notes under sections 1437c, 1437aa, and
1437aaa of Title 42. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 1437aaa of Title 42 and Tables.

The Trade and Intercourse Act of 1790, referred to in
subsec. (p)(1)(C), is act July 22, 1790, ch. 33, 1 Stat. 137,
which was not classified to the Code. See sections 177,
179, 180, 193, 194, 201, 229, 230, 251, 263, and 264 of Title 25,
Indians.

Acts of February 19, 1875 (Chapter 90; 18 Stat. 330),
and September 30, 1890 (Chapter 1132; 26 Stat. 558), re-
ferred to in subsec. (q)(1)(B), which related to leasing of
lands by the Seneca Nation of New York Indians, are
not classified to the Code.

Section 1735c of this title, referred to in subsec. (v),
was in the original ‘‘section 519 of this title’’, and was
translated as meaning section 519 of title V of the Na-
tional Housing Act, act June 27, 1934, ch. 847, to reflect
the probable intent of Congress.

Subsection (h) of section 1710 of this title, referred to
in subsec. (v), was redesignated subsec. (i) by Pub. L.
105–276, title VI, § 602(1), Oct. 21, 1998, 112 Stat. 2674.

Subsection (k) of section 1710 of this title, referred to
in subsec. (v), was repealed by Pub. L. 105–276, title VI,
§ 601(c), Oct. 21, 1998, 112 Stat. 2673.

AMENDMENTS

2002—Subsec. (b). Pub. L. 107–326, § 2(1)(A), substituted
‘‘shall comply with the following:’’ for ‘‘shall—’’ in in-
troductory provisions.

Subsec. (b)(2). Pub. L. 107–326, § 2(1)(C), transferred
text of subsec. (b)(10)(B) so as to appear as second sen-
tence of concluding provisions in par. (2).

Pub. L. 107–326, § 2(1)(B)(ii)(III), in concluding provi-
sions, struck out the eleventh sentence through the end
which read as follows: ‘‘In conjunction with any loan
insured under this section, an original lender shall pro-
vide to each prospective borrower a disclosure notice
that provides a one page analysis of mortgage products
offered by that lender and for which the borrower
would qualify. This notice shall include: (i) a generic
analysis comparing the note rate (and associated inter-
est payments), insurance premiums, and other costs
and fees that would be due over the life of the loan for
a loan insured by the Secretary under this subsection
with the note rates, insurance premiums (if applicable),
and other costs and fees that would be expected to be
due if the mortgagor obtained instead other mortgage
products offered by the lender and for which the bor-
rower would qualify with a similar loan-to-value ratio
in connection with a conventional mortgage (as that
term is used in section 1454(a)(2) of this title or section
1717(b)(2) of this title, as applicable), assuming prevail-
ing interest rates; and (ii) a statement regarding when
the mortgagor’s requirement to pay the mortgage in-
surance premiums for a mortgage insured under this
section would terminate or a statement that the re-
quirement will terminate only if the mortgage is refi-
nanced, paid off, or otherwise terminated.’’

Pub. L. 107–326, § 2(1)(B)(ii)(II), in concluding provi-
sions, struck out seventh through ninth sentences
which read as follows: ‘‘Except with respect to mort-
gages executed by mortgagors who are veterans, a
mortgage may not involve a principal obligation (in-
cluding such initial service charges, appraisal, inspec-
tion, and other fees as the Secretary shall approve) in
excess of 98.75 percent of the appraised value of the
property (97.75 percent, in the case of a mortgage with
an appraised value in excess of $50,000), plus the amount
of the mortgage insurance premium paid at the time
the mortgage is insured. For purposes of the preceding
sentence, the term ‘appraised value’ means the amount
set forth in the written statement required under sec-
tion 1715q of this title, or a similar amount determined
by the Secretary if section 1715q of this title does not
apply. Notwithstanding the authority of the Secretary
to establish the terms of insurance under this section
and approve the initial service charges, appraisal, in-
spection, and other fees (and subject to any other limi-
tations under this section on the amount of a principal
obligation), the Secretary may not (by regulation or
otherwise) limit the percentage or amount of any such
approved charges and fees that may be included in the
principal obligation of a mortgage.’’

Pub. L. 107–326, § 2(1)(B)(ii)(I), in concluding provi-
sions, struck out second and third sentences which read
as follows: ‘‘If the mortgage to be insured under this
section covers property on which there is located a one-
to four-family residence, and the appraised value of the
property, as of the date the mortgage is accepted for in-
surance, does not exceed $50,000, the principal obliga-
tion may be in an amount not to exceed 97 percent of
such appraised value. If the mortgagor is a veteran, and
the mortgage to be insured under this section covers
property upon which there is located a dwelling de-
signed principally for a one-family residence, the prin-
cipal obligation may be in an amount equal to the sum
of (i) 100 per centum of $25,000 of the appraised value of
the property as of the date the mortgage is accepted for
insurance, and (ii) 95 per centum of such value in excess
of $25,000.’’

Subsec. (b)(2)(A). Pub. L. 107–326, § 2(1)(B)(i), realigned
margins of matter that precedes cl. (ii).
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Subsec. (b)(2)(B). Pub. L. 107–326, § 2(1)(B)(iii), added
subpar. (B) and struck out former subpar. (B) which
read as follows: ‘‘except as otherwise provided in this
paragraph (2), not to exceed an amount equal to the
sum of—

‘‘(i) 97 percent of $25,000 of the appraised value of
the property, as of the date the mortgage is accepted
for insurance;

‘‘(ii) 95 percent of such value in excess of $25,000 but
not in excess of $125,000; and

‘‘(iii) 90 percent of such value in excess of $125,000.’’
Subsec. (b)(10). Pub. L. 107–326, § 2(1)(C), (D), trans-

ferred text of subpar. (B) so as to appear as second sen-
tence of concluding provisions in subsec. (b)(2) and
struck out headings and text of remainder of par. (10)
which related to calculation of downpayment.

Subsec. (f). Pub. L. 107–326, § 2(2), added subsec. (f).
2001—Subsec. (c)(1). Pub. L. 107–73, § 207(a)(1), sub-

stituted ‘‘subsections (n) or (k) of this section’’ for
‘‘subsections (n) and (k) of this section’’ in cl. (2) of
first proviso.

Subsec. (c)(2). Pub. L. 107–73, § 207(a)(2), in introduc-
tory provisions, struck out ‘‘and executed on or after
October 1, 1994,’’ after ‘‘1- to 4-family dwelling’’ and in-
serted ‘‘and each mortgage that is insured under sub-
section (k) of this section or section 1715y(c) of this
title,’’ after ‘‘subsection (v) of this section’’.

2000—Subsec. (b)(10)(A). Pub. L. 106–377, § 1(a)(1) [title
II, § 225], substituted ‘‘mortgage closed on or before De-
cember 31, 2002, involving’’ for ‘‘mortgage closed on or
before October 30, 2000 involving’’ in introductory pro-
visions.

Pub. L. 106–281 substituted ‘‘closed on or before Octo-
ber 30, 2000’’ for ‘‘executed for insurance in fiscal years
1998, 1999, and 2000’’ in introductory provisions.

Subsec. (s). Pub. L. 106–377, § 1(a)(1) [title II,
§ 209(a)(2)], redesignated subsec. (s), relating to disclo-
sure regarding interest due upon mortgage prepayment,
as (t).

Subsec. (t). Pub. L. 106–377, § 1(a)(1) [title II,
§ 209(a)(2)], redesignated subsec. (s), relating to disclo-
sure regarding interest due upon mortgage prepayment,
as (t).

Pub. L. 106–377, § 1(a)(1) [title II, § 209(a)(1)], redesig-
nated subsec. (t) as (u).

Subsec. (u). Pub. L. 106–377, § 1(a)(1) [title II,
§ 209(a)(1)], redesignated subsec. (t) as (u).

Subsec. (v). Pub. L. 106–377, § 1(a)(1) [title II,
§ 209(a)(3)], redesignated subsec. (v), relating to annual
report, as (w).

Subsec. (w). Pub. L. 106–569, which directed the
amendment of subsec. (v) relating to annual report by
inserting concluding provisions, was executed by mak-
ing the insertion in subsec. (w) to reflect the probable
intent of Congress and the intervening redesignation of
that subsec. (v) as (w) by Pub. L. 106–377, § 1(a)(1) [title
II, § 209(a)(3)]. See below.

Pub. L. 106–377, § 1(a)(1) [title II, § 209(a)(3)], redesig-
nated subsec. (v), relating to annual report, as (w).

1999—Subsec. (b)(2)(A)(ii). Pub. L. 106–74 inserted ‘‘the
greater of the dollar amount limitation in effect under
this section for the area on October 21, 1998, or’’ before
‘‘48 percent’’.

1998—Subsec. (b)(2). Pub. L. 105–276, § 225(a), inserted
at end undesignated par. relating to disclosure notice
furnished by original lender.

Subsec. (b)(2)(A). Pub. L. 105–276, § 228(a), added cl. (ii)
and struck out former cl. (ii) and concluding provisions
which read as follows:

‘‘(ii) 75 percent of the dollar amount limitation de-
termined under section 1454(a)(2) of this title for a
residence of the applicable size;

except that the applicable dollar amount limitation in
effect for any area under this subparagraph may not be
less than the greater of the dollar amount limitation in
effect under this section for the area on September 28,
1994, or 38 percent of the dollar amount limitation de-
termined under section 1454(a)(2) of this title for a resi-
dence of the applicable size; and’’.

Subsec. (b)(2)(B). Pub. L. 105–276, § 228(b), amended
first sentence of concluding provisions generally. Prior

to amendment, sentence read as follows: ‘‘For purposes
of the preceding sentence, the term ‘area’ means a
county, or a metropolitan statistical area as estab-
lished by the Office of Management and Budget, which-
ever results in the higher dollar amount.’’

Subsec. (b)(10). Pub. L. 105–276, § 212(1), substituted
‘‘CALCULATION OF DOWNPAYMENT’’ for ‘‘ALASKA AND HA-
WAII’’ in heading.

Subsec. (b)(10)(A). Pub. L. 105–276, § 212(2), substituted
‘‘executed for insurance in fiscal years 1998, 1999, and
2000’’ for ‘‘originated in the State of Alaska or the
State of Hawaii and endorsed for insurance in fiscal
years 1997 and 1998,’’.

Subsec. (x). Pub. L. 105–276, § 224, added subsec. (x).
1997—Subsec. (b)(10)(A). Pub. L. 105–65 substituted

‘‘fiscal years 1997 and 1998’’ for ‘‘fiscal year 1997’’.
1996—Subsec. (b)(9). Pub. L. 104–204, § 425(a), inserted

before period at end ‘‘: Provided further, That for pur-
poses of this paragraph, the Secretary shall consider as
cash or its equivalent any amounts borrowed from a
family member (as such term is defined in section 1707
of this title), subject only to the requirements that, in
any case in which the repayment of such borrowed
amounts is secured by a lien against the property, such
lien shall be subordinate to the mortgage and the sum
of the principal obligation of the mortgage and the ob-
ligation secured by such lien may not exceed 100 per-
cent of the appraised value of the property plus any ini-
tial service charges, appraisal, inspection, and other
fees in connection with the mortgage’’.

Subsec. (b)(10). Pub. L. 104–204, § 426, added par. (10).
Subsec. (c)(2)(A). Pub. L. 104–204, § 424, inserted after

first sentence ‘‘In the case of a mortgage for which the
mortgagor is a first-time homebuyer who completes a
program of counseling with respect to the responsibil-
ities and financial management involved in home-
ownership that is approved by the Secretary, the pre-
mium payment under this subparagraph shall not ex-
ceed 2.0 percent of the amount of the original insured
principal obligation of the mortgage.’’

1994—Subsec. (b)(2)(A). Pub. L. 103–327 substituted cl.
(ii) and concluding provisions for former cl. (ii) and
concluding provisions which read as follows:

‘‘(ii) 75 percent of the dollar amount limitation de-
termined under section 1454(a)(2) of this title (as in
effect on September 30, 1992) for a residence of the ap-
plicable size;

except that the applicable dollar amount limitation in
effect for any area under this subparagraph (A) may
not be less than the dollar amount limitation in effect
under this section for the area on May 12, 1992;’’.

Subsec. (h). Pub. L. 103–211, effective for 18-month pe-
riod following Feb. 12, 1994, for eligible persons, sub-
stituted ‘‘Robert T. Stafford Disaster Relief and Emer-
gency Assistance Act’’ for ‘‘section 5122(2) and 5170 of
title 42’’ and inserted at end ‘‘In any case in which the
single family residence to be insured under this sub-
section is within a jurisdiction in which the President
has declared a major disaster to have occurred, the
Secretary is authorized, for a temporary period not to
exceed 18 months from the date of such Presidential
declaration, to enter into agreements to insure a mort-
gage which involves a principal obligation of up to 100
percent of the dollar limitation determined under sec-
tion 1454(a)(2) of this title for single family residence,
and not in excess of 100 percent of the appraised value.’’
See Applicability of 1994 Amendment note below.

Subsec. (k)(6). Pub. L. 103–211, effective for 18-month
period following Feb. 12, 1994, for eligible persons,
added par. (6) which read as follows: ‘‘The Secretary is
authorized, for a temporary period not to exceed 18
months from the date on which the President has de-
clared a major disaster to have occurred, to enter into
agreements to insure a rehabilitation loan under this
subsection which involves a principal obligation of up
to 100 percent of the dollar limitation determined
under section 1454(a)(2) of this title for a residence of
the applicable size, if such loan is secured by a struc-
ture and property that are within a jurisdiction in
which the President has declared such disaster, pursu-
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ant to the Robert T. Stafford Disaster Relief and Emer-
gency Assistance Act [42 U.S.C. 5121 et seq.], and if such
loan otherwise conforms to the loan-to-value ratio and
other requirements of this subsection.’’ See Applicabil-
ity of 1994 Amendment note below.

1992—Subsec. (b)(2). Pub. L. 102–550, § 506(a), added un-
designated par. prohibiting Secretary from insuring
mortgage executed by first-time homebuyer involving
principal obligation in excess of 97 percent of value of
property, unless mortgagor completes approved coun-
seling program or Secretary waives requirement.

Pub. L. 102–550, § 505(a), substituted ‘‘Except with re-
spect to mortgages executed by mortgagors who are
veterans’’ for ‘‘Notwithstanding any other provision of
this paragraph’’ in second undesignated par.

Pub. L. 102–550, § 503(a), amended first sentence gener-
ally. Prior to amendment, first sentence read as fol-
lows: ‘‘Involve a principal obligation (including such
initial service charges, appraisal, inspection, and other
fees as the Secretary shall approve) in an amount—

‘‘(A) not to exceed the lesser of—
‘‘(i) in the case of the 1-family residence, 95 per-

cent of the median 1-family house price in the area
(as determined by the Secretary); in the case of a 2-
family residence, 107 percent of such median price;
in the case of a 3-family residence, 130 percent of
such median price; or in the case of a 4-family resi-
dence, 150 percent of such median price; or

‘‘(ii) 75 percent of the dollar amount limitation
determined under section 1454(a)(2) of this title (as
adjusted annually under such section) for a resi-
dence of the applicable size;

except that the applicable dollar amount limitation
in effect for any area under this subparagraph (A)
may not be less than the dollar amount limitation in
effect under this section for the area on May 12, 1992;
and

‘‘(B) except as otherwise provided in this paragraph
(2), not to exceed an amount equal to the sum of—

‘‘(i) 97 percent of $25,000 of the appraised value of
the property, as of the date the mortgage is accept-
ed for insurance;

‘‘(ii) 95 percent of such value in excess of $25,000
but not in excess of $125,000; and

‘‘(iii) 90 percent of such value in excess of
$125,000.’’

Pub. L. 102–389 amended first sentence generally.
Prior to amendment, first sentence read as follows:
‘‘Involve a principal obligation (including such initial
service charges, appraisal, inspection, and other fees as
the Secretary shall approve) in an amount not to ex-
ceed $67,500 in the case of property upon which there is
located a dwelling designed principally for a one-family
residence; or $76,000 in the case of a two-family resi-
dence; or $92,000 in the case of a three-family residence,
or $107,000 in the case of a four-family residence; except
that the Secretary may increase the preceding maxi-
mum dollar amounts on an area-by-area basis to the
extent the Secretary deems necessary, after taking
into consideration the extent to which moderate and
middle income persons have limited housing opportuni-
ties in the area due to high prevailing housing sales
prices, but in no case may such limits, as so increased,
exceed the lesser of (A) 185 percent of the dollar amount
specified, or (B) in the case of a one-family residence,
95 per centum of the median one-family house price in
the area, as determined by the Secretary; in the case of
a two-family residence, 107 per centum of such median
price; in the case of a three-family residence, 130 per
centum of such median price; or in the case of a four-
family residence, 150 per centum of such median price;
and (except as otherwise provided in this paragraph)
not to exceed an amount equal to the sum of (i) 97 per
centum of $25,000 of the appraised value of the property,
as of the date the mortgage is accepted for insurance,
and (ii) 95 per centum of such value in excess of
$25,000.’’

Pub. L. 102–389 inserted at end of second undesignated
par. ‘‘Notwithstanding the authority of the Secretary
to establish the terms of insurance under this section

and approve the initial service charges, appraisal, in-
spection, and other fees (and subject to any other limi-
tations under this section on the amount of a principal
obligation), the Secretary may not (by regulation or
otherwise) limit the percentage or amount of any such
approved charges and fees that may be included in the
principal obligation of a mortgage.’’

Subsec. (b)(9). Pub. L. 102–550, § 505(b), substituted
‘‘(except with respect to a mortgage executed by a
mortgagor who is a veteran)’’ for ‘‘(except in a case to
which the next to the last sentence of paragraph (2) ap-
plies)’’.

Subsec. (c)(2). Pub. L. 102–550, § 185(c)(1)(A), inserted
‘‘or of the General Insurance Fund pursuant to sub-
section (v) of this section’’ after ‘‘Fund’’ in introduc-
tory provisions.

Subsec. (c)(2)(A), (B). Pub. L. 102–550, § 507(a)(1), (2)(A),
substituted ‘‘not exceeding’’ for ‘‘equal to’’.

Subsec. (c)(2)(B)(ii). Pub. L. 102–550, § 507(a)(2)(B), sub-
stituted ‘‘not exceeding 0.55 percent’’ for ‘‘equal to 0.55
percent’’.

Subsec. (k)(2)(B). Pub. L. 102–550, § 1012(k)(2), inserted
at end ‘‘The term ‘rehabilitation’ may also include
measures to evaluate and reduce lead-based paint haz-
ards, as such terms are defined in section 4851b of title
42.’’

Subsec. (v). Pub. L. 102–550, § 504, added subsec. (v) re-
lating to annual reports.

Pub. L. 102–550, § 185(c)(1)(B), added subsec. (v) relat-
ing to use of FHA insurance with assistance under 42
U.S.C. 1437f.

1991—Subsec. (b)(2). Pub. L. 102–40 substituted ‘‘sec-
tion 5303A(d) of title 38’’ for ‘‘section 3103A(d) of title
38’’.

1990—Subsec. (b)(2). Pub. L. 101–508, § 2102, inserted at
end ‘‘Notwithstanding any other provision of this para-
graph, a mortgage may not involve a principal obliga-
tion (including such initial service charges, appraisal,
inspection, and other fees as the Secretary shall ap-
prove) in excess of 98.75 percent of the appraised value
of the property (97.75 percent, in the case of a mortgage
with an appraised value in excess of $50,000), plus the
amount of the mortgage insurance premium paid at the
time the mortgage is insured. For purposes of the pre-
ceding sentence, the term ‘appraised value’ means the
amount set forth in the written statement required
under section 1715q of this title, or a similar amount
determined by the Secretary if section 1715q of this
title does not apply.’’

Pub. L. 101–508, § 2101, substituted ‘‘185 percent of the
dollar amount specified’’ for ‘‘150 percent (185 percent
until October 31, 1990) of the dollar amount specified’’
after ‘‘exceed the lesser of (A)’’.

Pub. L. 101–507 which directed the substitution of
‘‘(185 percent during fiscal year 1991)’’ for ‘‘(185 percent
during fiscal year 1990)’’ could not be executed because
‘‘during fiscal year 1990’’ did not appear in text after
amendment by Pub. L. 101–402. See below.

Pub. L. 101–402 substituted ‘‘until October 31, 1990’’
for ‘‘during fiscal year 1990’’.

Subsec. (b)(9). Pub. L. 101–625, § 429, inserted ‘‘or with
respect to a mortgage covering a housing unit in con-
nection with a homeownership program under the
Homeownership and Opportunity Through HOPE Act,’’
before ‘‘the mortgagor’s payment’’.

Subsec. (c). Pub. L. 101–508, § 2103(a), designated exist-
ing provisions as par. (1), added par. (2), and struck out
at end of par. (1) ‘‘In the case of any mortgage secured
by a 1- to 4-family dwelling, the total premium charge
shall not exceed an amount equal to 3.8 percent of the
original principal obligation of the mortgage if the Sec-
retary requires (1) a single premium charge to cover
the total premium obligation of the insurance of the
mortgage; or (2) a periodic premium charge over less
than the term of the mortgage.’’

Subsec. (g)(1). Pub. L. 101–625, § 326(a), inserted at end
‘‘In making this determination with respect to the oc-
cupancy of secondary residences, the Secretary may
not insure mortgages with respect to such residences
unless the Secretary determines that it is necessary to
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avoid undue hardship to the mortgagor. In no event
may a secondary residence under this subsection in-
clude a vacation home, as determined by the Sec-
retary.’’

Subsec. (r)(4). Pub. L. 101–625, § 327, added par. (4).
Subsec. (s). Pub. L. 101–625, § 329, added subsec. (s) re-

lating to disclosure regarding interest due upon mort-
gage prepayment.

Subsec. (t). Pub. L. 101–625, § 330, added subsec. (t).
1989—Subsec. (b)(2). Pub. L. 101–144 inserted ‘‘(185 per-

cent during fiscal year 1990)’’ after ‘‘(A) 150 percent’’.
Subsec. (g)(2). Pub. L. 101–235, § 143(b), redesignated

par. (3) as (2) and struck out former par. (2) which read
as follows: ‘‘The occupancy requirement established in
paragraph (1) shall apply only if the mortgage involves
a principal obligation that exceeds, as appropriate, 75
percent of—

‘‘(A) the appraised value of the dwelling;
‘‘(B) the estimate of the Secretary of the replace-

ment cost of the property;
‘‘(C) the sum of the estimates of the Secretary of

the cost of repair and rehabilitation and the value of
the property before repair and rehabilitation; or

‘‘(D) the sum of the estimates of the Secretary of
the cost of repair and rehabilitation and the amount
(as determined by the Secretary) required to refi-
nance existing indebtedness secured by the property,
and, in the case of a property refinanced under sec-
tion 1715k(d)(3)(A) of this title, any existing indebted-
ness incurred in connection with improving, repair-
ing, or rehabilitating the property.’’
Subsec. (g)(2)(A). Pub. L. 101–235, § 143(a)(1), inserted

‘‘, or any other State or local government or an agency
thereof’’ before semicolon at end.

Subsec. (g)(2)(B). Pub. L. 101–235, § 143(a)(2), inserted
‘‘, or other private nonprofit organization that is ex-
empt from taxation under section 501(c)(3) of title 26
and intends to sell or lease the mortgaged property to
low or moderate-income persons, as determined by the
Secretary’’ before semicolon at end.

Subsec. (g)(3), (4). Pub. L. 101–235, § 143(b)(2), redesig-
nated par. (4) as (3). Former par. (3) redesignated (2).

Subsec. (r). Pub. L. 101–235, § 132(a)(1), amended first
sentence generally, substituting ‘‘the single-family
mortgage insurance programs carried out under this
subchapter’’ for ‘‘the mortgage insurance program car-
ried out under this section’’.

Subsec. (r)(2), (3). Pub. L. 101–235, § 132(a)(2), amended
pars. (2) and (3) generally. Prior to amendment, pars.
(2) and (3) read as follows:

‘‘(2) requiring reviews of the credit standing of each
person seeking to assume a mortgage insured under
this section (A) during the 12-month period following
the date on which the mortgage is executed, or (B) dur-
ing the 24-month period following the date on which
the mortgage is executed in the case of an investor
originated mortgage; and

‘‘(3) in any case where a mortgage is assumed after
the period specified in paragraph (2), requiring that the
original mortgagor be advised of the procedures by
which he or she may be released from liability.’’

Subsec. (s). Pub. L. 101–235, § 135, added subsec. (s).
1988—Subsec. (b)(2). Pub. L. 100–628, §§ 1061, 1062(b),

clarified amendments by Pub. L. 100–242, §§ 405(1),
406(b)(1)(B).

Pub. L. 100–242, § 406(b)(1)(A), struck out ‘‘(whether or
not such one- or two-family residence may be intended
to be rented temporarily for school purposes)’’ after ‘‘in
the case of a two-family residence’’ in first sentence.

Pub. L. 100–242, § 404, substituted ‘‘150 percent’’ for
‘‘1331⁄3 per centum’’ in cl. (A) of first sentence.

Pub. L. 100–242, § 423, inserted definition of ‘‘area’’.
Pub. L. 100–242, § 406(b)(1)(B), struck out ‘‘to be occu-

pied as the principal residence of the owner’’ after ‘‘res-
idence’’.

Pub. L. 100–242, § 405(1), which directed insertion of
‘‘, except that persons enlisting in the armed forces
after September 7, 1980, or entering active duty after
October 16, 1981, shall have their eligibility determined
in accordance with section 3103A(d) of title 38’’ before

period at end of first undesignated paragraph, was exe-
cuted by making the insertion after ‘‘other than dis-
honorable’’ at end of sentence defining ‘‘veteran’’, to
reflect the probable intent of Congress.

Subsec. (b)(8). Pub. L. 100–242, § 406(b)(2), struck out
par. (8) which related to eligibility for insurance of a
mortgage in the case of a mortgagor who is not occu-
pant of the property.

Subsec. (c). Pub. L. 100–242, § 403, inserted provisions
at end relating to total premium charge to be fixed by
Secretary in case of any mortgage secured by 1- to 4-
family dwelling.

Subsec. (g). Pub. L. 100–242, § 406(a), added subsec. (g).
Subsec. (g)(3)(F). Pub. L. 100–628, § 1062(a), added sub-

par. (F).
Subsec. (h). Pub. L. 100–707, § 109(e)(2), struck out

‘‘riot or civil disorder’’ after ‘‘hurricane, earthquake,
storm,’’ and substituted ‘‘5170’’ for ‘‘5141’’.

Pub. L. 100–242, § 406(b)(3), struck out ‘‘is the owner
and occupant and’’ after ‘‘where the mortgagor’’.

Subsec. (i). Pub. L. 100–242, § 406(b)(4), struck out
‘‘Provided, That if the mortgagor is not the occupant of
the property at the time of insurance, the principal ob-
ligation of the mortgage shall not exceed 85 per centum
of the appraised value of the property:’’ after ‘‘for a sin-
gle-family residence:’’ and substituted ‘‘Provided, That
the Secretary’’ for ‘‘Provided further, That the Sec-
retary’’.

Subsec. (k)(3)(B). Pub. L. 100–242, § 429(c), substituted
‘‘borrower and the financial institution’’ for ‘‘mortga-
gor and the mortgagee’’.

Subsec. (m). Pub. L. 100–242, § 406(c), struck out sub-
sec. (m) which related to insurance of mortgages on
dwellings that need not be designed for year-round oc-
cupancy.

Subsec. (o)(2). Pub. L. 100–242, § 406(b)(5), substituted
‘‘owner’’ for ‘‘owner occupant’’ in first sentence.

Subsec. (p)(2). Pub. L. 100–242, § 406(b)(6), substituted
‘‘owner’’ for ‘‘owner-occupant’’ in first sentence.

Subsec. (q)(1). Pub. L. 100–242, § 422(b), substituted
‘‘Secretary shall’’ for ‘‘Secretary may’’.

Subsec. (r). Pub. L. 100–242, § 407(a)(1), added subsec.
(r).

Subsec. (r)(2)(A), (B). Pub. L. 100–628, § 1063(a), sub-
stituted ‘‘date on which the mortgage is executed’’ for
‘‘date on which the mortgage is endorsed for insur-
ance’’.

1986—Subsec. (q). Pub. L. 99–601 added subsec. (q).
1984—Subsec. (n)(2)(A). Pub. L. 98–479 substituted ‘‘a’’

for ‘‘an’’ before ‘‘cooperative ownership’’.
1983—Subsec. (b)(2). Pub. L. 98–181, § 424(a), struck out

‘‘(except as provided in the next to the last sentence of
this paragraph)’’ and inserted ‘‘(except as otherwise
provided in this paragraph)’’ and inserted after first
sentence ‘‘If the mortgage to be insured under this sec-
tion covers property on which there is located a one- to
four-family residence to be occupied as the principal
residence of the owner, and the appraised value of the
property, as of the date the mortgage is accepted for in-
surance, does not exceed $50,000, the principal obliga-
tion may be in an amount not to exceed 97 percent of
such appraised value.’’

Pub. L. 98–181, § 423(b)(1), struck out ‘‘: Provided, That
the foregoing maximum mortgage amounts may be in-
creased by the amount of the mortgage insurance pre-
mium paid at the time the mortgage is insured’’ after
‘‘150 per centum of such median price’’.

Subsec. (b)(5). Pub. L. 98–181, § 404(b)(2), substituted
provision that the interest rate be at such rate as
agreed upon by the mortgagor and the mortgagee for
provision that the interest rate, exclusive of premium
charges for insurance and service charges if any, not
exceed 5 per centum per annum on the amount of the
principal obligation outstanding at any time, or not ex-
ceed such per centum per annum not in excess of 6 per
centum as the Secretary finds necessary to meet the
mortgage market.

Subsec. (b)(8). Pub. L. 98–181, § 425, substituted ‘‘the
lesser of (A) the otherwise applicable maximum dollar
amount prescribed under paragraph (2), or (B) 85 per-
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cent of the appraised value of the property as of the
date the mortgage is accepted for insurance’’ for ‘‘85
per centum of the amount computed under the provi-
sions of paragraph (2) of this subsection’’.

Subsec. (c). Pub. L. 98–181, § 447, inserted ‘‘(1) under
section 1715z–10, 1715z–12, 1715z–16, 1715z–17, or 1715z–18 of
this title, or any other financing mechanism providing
alternative methods for repayment of a mortgage that
is determined by the Secretary to involve additional
risk, or (2)’’ after ‘‘fixed for insurance’’.

Subsec. (d). Pub. L. 98–181, § 423(a), added subsec. (d).
Subsec. (h). Pub. L. 98–63 substituted ‘‘the applicable

maximum dollar limit under subsection (b) of this sec-
tion’’ for ‘‘$14,400’’.

Subsec. (k)(3)(B). Pub. L. 98–181, § 404(b)(3), sub-
stituted provision that interest be at such a rate as
agreed upon by the mortgagor and mortgagee for provi-
sion that interest be at a rate permitted by the Sec-
retary for mortgages insured under this section, except
that the Secretary could permit a higher rate with re-
spect to the period beginning with the making of the
loan and ending with the completion of the rehabilita-
tion or such earlier time as determined by the Sec-
retary.

Subsec. (n)(1). Pub. L. 98–181, § 419(1), inserted ‘‘or the
construction of which was completed more than a year
prior to the application for the mortgage insurance’’
after ‘‘under this chapter’’.

Subsec. (n)(2)(A). Pub. L. 98–181, § 419(2), struck out
‘‘nonprofit’’ before ‘‘cooperative’’.

1982—Subsec. (b)(2). Pub. L. 97–253, § 201(a)(1), inserted
provision that the foregoing maximum mortgage
amounts may be increased by the amount of the mort-
gage insurance premium paid at the time the mortgage
is insured.

Subsec. (b)(9). Pub. L. 97–253, § 201(a)(2), inserted ‘‘(ex-
cluding the mortgage insurance premium paid at the
time the mortgage is insured)’’ after ‘‘cost of acquisi-
tion’’.

Subsec. (c). Pub. L. 97–253, § 201(b), inserted provision
that with respect to mortgages for which the Secretary
requires, at the time the mortgage is insured, the pay-
ment of a single premium charge to cover the total pre-
mium obligation for the insurance of the mortgage, and
on which the principal obligation is paid before the
number of years on which the premium with respect to
a particular mortgage was based, or the property is
sold subject to the mortgage or is sold and the mort-
gage is assumed prior to such time, the Secretary shall
provide for refunds, where appropriate, of a portion of
the premium paid and shall provide for appropriate al-
location of the premium cost among the mortgagors
over the term of the mortgage, in accordance with pro-
cedures established by the Secretary which take into
account sound financial and actuarial considerations.

1980—Subsec. (b)(2). Pub. L. 96–399, § 336(a), inserted
provisions authorizing the Secretary to increase maxi-
mum dollar amounts with respect to four-family resi-
dences.

Subsec. (b)(3). Pub. L. 96–399, § 333(a), struck out pro-
visions relating to applicability to criteria of three-
quarters of the Secretary’s estimate of the remaining
economic life of the building improvements.

Subsec. (k)(5). Pub. L. 96–399, § 321, substituted provi-
sions relating to insurance benefits paid with respect to
loans secured by a first mortgage, and insured under
this subsection, and those secured by a mortgage other
than a first mortgage, and insured under this sub-
section, for provisions relating to insurance benefits
paid with respect to loans insured under this sub-
section.

Subsec. (p). Pub. L. 96–399, § 328, added subsec. (p).
1979—Subsec. (b)(2). Pub. L. 96–153, §§ 310, 312(a), ex-

cepted dwellings covered by a consumer protection or
warranty plan acceptable to the Secretary and satisfy-
ing all requirements which would have been applicable
if such dwellings had been approved for mortgage insur-
ance prior to the beginning of construction from the
limit on the maximum amount of mortgage on dwell-
ings not approved for mortgage insurance prior to the

beginning of construction, and substituted ‘‘$67,500’’ for
‘‘$60,000’’, ‘‘$76,000’’ for ‘‘$65,000’’ where it first appeared,
‘‘$92,000’’ for ‘‘$65,000’’ where it appeared the second
time, and ‘‘$107,000’’ for ‘‘$75,000’’.

Subsec. (i). Pub. L. 96–153, § 318, substituted ‘‘two and
one-half or more acres in size adjacent to an all-weath-
er public road’’ for ‘‘five or more acres in size adjacent
to a public highway’’ in last proviso.

1978—Subsec. (b)(2). Pub. L. 95–619 inserted provision
that the amount insurable under this section could be
increased by up to 20 per centum if such increase were
necessary to account for the increased cost of a resi-
dence due to the installation of a solar energy system.

Subsec. (c). Pub. L. 95–557, § 101(c)(2), substituted
‘‘subsections (n) and (k) of this section are not re-
quired’’ for ‘‘subsection (n) of this section is not re-
quired’’ and ‘‘subsection (n) or (k) of this section exceed
1 per centum’’ for ‘‘subsection (n) of this section exceed
1 per centum’’.

Subsec. (k). Pub. L. 95–557, § 101(c)(1), generally re-
vised subsec. (k) to meet the credit needs of owners of
from one-to-four family properties who can afford mar-
ket rate borrowing by insuring one hundred percent of
the loan amount and covering the cost of rehabilita-
tion, rehabilitation and refinancing existing debt, or
the purchase and rehabilitation of properties.

1977—Subsec. (b)(2). Pub. L. 95–128, §§ 303(a), 304(a),
substituted ‘‘$60,000’’ for ‘‘$45,000’’, ‘‘$65,000’’ for
‘‘$48,750’’ wherever appearing, and ‘‘$75,000’’ for
‘‘$56,000’’ in provisions preceding cl. (i); struck out in
cl. (i) following ‘‘97 per centum’’ parenthetical text
‘‘(but, in any case where the dwelling is not approved
for mortgage insurance prior to the beginning of con-
struction, unless the construction of the dwelling was
completed more than one year prior to the application
for mortgage insurance, or the dwelling was approved
for guaranty, insurance, or direct loan under chapter 37
of title 38 prior to the beginning of construction, 90 per
centum)’’; substituted in first sentence ‘‘and (ii) 95 per
centum of such value in excess of $25,000’’ for ‘‘(ii) 90
per centum of such value in excess of $25,000 but not in
excess of $35,000, and (iii) 80 per centum of such value
in excess of $35,000’’ and in second sentence ‘‘and (ii) 95
per centum of such value in excess of $25,000’’ for ‘‘(ii)
90 per centum of such value in excess of $25,000 but not
in excess of $35,000, and (iii) 85 per centum of such value
in excess of $35,000’’; and inserted following the second
sentence provision limiting the mortgage to 90 per cen-
tum of the entire appraised value of the property as of
the date the mortgage is accepted for insurance where
the dwelling is not approved for mortgage insurance
prior to the beginning of construction.

Subsec. (c). Pub. L. 95–128, § 305, inserted proviso re-
specting premium charges for insurance under subsec.
(n) of this section.

Subsec. (i). Pub. L. 95–128, § 303(g), substituted provi-
sion which authorizes the Secretary to insure a mort-
gage hereunder which involves a principal obligation
not in excess of 75 per centum of the limit on the prin-
cipal obligation applicable to a one-family residence
under subsec. (b) of this section for prior limitation of
such insurance on a mortgage which involved a prin-
cipal obligation not in excess of $16,200.

Subsec. (o). Pub. L. 95–128, § 307, added subsec. (o).
1974—Subsec. (b)(2). Pub. L. 93–383, § 302(a), sub-

stituted ‘‘$45,000’’ for ‘‘$33,000’’, ‘‘$48,750’’ for ‘‘$35,750’’
wherever appearing therein, and ‘‘$56,000’’ for ‘‘$41,250’’
in provisions preceding cl. (i).

Subsec. (b)(2)(i). Pub. L. 93–383, § 310(a)(1), substituted
‘‘$25,000’’ for ‘‘$15,000’’ in first and second sentences.

Subsec. (b)(2)(ii). Pub. L. 93–383, § 310(a)(2), substituted
‘‘$25,000’’ for ‘‘$15,000’’ and ‘‘$35,000’’ for ‘‘$25,000’’ in first
and second sentences.

Subsec. (b)(2)(iii). Pub. L. 93–383, § 310(a)(3), sub-
stituted ‘‘$35,000’’ for ‘‘$25,000’’ in first and second sen-
tences.

Subsec. (h). Pub. L. 93–288 substituted ‘‘sections
5122(2) and 5141 of title 42’’ for ‘‘section 4402(1) of title
42’’.

Subsec. (n). Pub. L. 93–449 added subsec. (n).
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1970—Subsec. (h). Pub. L. 91–606 substituted reference
to section ‘‘4402(1)’’ for ‘‘1855a(a)’’ of title 42.

1969—Subsec. (b)(2). Pub. L. 91–152, §§ 102(a), 113(a)(1),
substituted ‘‘$25,000’’ for ‘‘$20,000’’ wherever appearing,
‘‘$33,000’’ for ‘‘$30,000’’, ‘‘$35,750’’ for ‘‘$32,500’’ wherever
appearing, and ‘‘$41,250’’ for ‘‘$37,500’’.

Subsec. (h). Pub. L. 91–152, § 113(a)(2), substituted
‘‘$14,400’’ for ‘‘$12,000’’.

Subsec. (i). Pub. L. 91–152, § 113(a)(3), substituted
‘‘$16,200’’ for ‘‘$13,500’’.

Subsec. (m). Pub. L. 91–152, § 113(a)(4), substituted
‘‘$18,000’’ for ‘‘$15,000’’.

1968—Subsec. (h). Pub. L. 90–448, § 1106(d), authorized
insurance of mortgages for reconstruction of homes de-
stroyed or damaged as a result of riot or civil disorder.

Subsec. (i). Pub. L. 90–448, § 317, substituted ‘‘$13,500’’
for ‘‘$12,500’’.

Subsec. (l). Pub. L. 90–448, § 103(b), repealed subsec. (l)
which authorized insurance of mortgages in areas af-
fected by civil disorders. See section 1715n(e) of this
title.

Subsec. (m). Pub. L. 90–448, § 318, added subsec. (m).
1967—Pub. L. 90—19, § 1(a)(3), substituted ‘‘Secretary’’

for ‘‘Commissioner’’ wherever appearing in subsecs. (a),
(b)(1) to (9), (c), (e), (h), (i), and (k).

Subsec. (b)(3), (9). Pub. L. 90—19, § 1(a)(4), substituted
‘‘Secretary’s’’ for ‘‘Commissioner’s’’.

1966—Subsec. (b)(2). Pub. L. 89–754, § 301, substituted
‘‘If the mortgagor is a veteran,’’ for ‘‘If the mortgagor
is a veteran who has not received any direct, guaran-
teed, or insured loan under laws administered by the
Veterans’ Administration for the purchase, construc-
tion, or repair of a dwelling (including a farm dwelling)
which was to be owned and occupied by him as his
home,’’.

Subsec. (l). Pub. L. 89–754, § 302, added subsec. (l).
1965—Subsec. (b)(2). Pub. L. 89–117, §§ 203, 206(a), sub-

stituted ‘‘and (except as provided in the next to the last
sentence of this paragraph) not to exceed’’ for ‘‘and not
to exceed’’, and ‘‘80 per centum’’ for ‘‘75 per centum’’,
and inserted provisions prescribing the amount of the
principal obligation for veterans and defining ‘‘vet-
eran’’.

Subsec. (b)(9). Pub. L. 89–117, §§ 204, 206(b), inserted
‘‘(except in a case to which the next to the last sen-
tence of paragraph (2) applies)’’ and ‘‘or with respect to
a mortgage covering a single-family home being pur-
chased under the low-income housing demonstration
project assisted pursuant to section 1436 of title 42’’.

Subsec. (i). Pub. L. 89–117, § 205, substituted ‘‘$12,500’’
for ‘‘$11,000’’.

Subsec. (k). Pub. L. 89–117, § 1108(c), substituted ‘‘the
General Insurance Fund’’ for ‘‘a separate section 203
Home Improvement Account to be maintained as here-
inafter provided under the Mutual Mortgage Insurance
Fund’’ in cl. (3) of the first sentence and ‘‘the General
Insurance Fund or in debentures executed in the name
of such Fund’’ for ‘‘the section 203 Home Improvement
Account or in debentures executed in the name of such
Account’’ in cl. (4), and removed references to section
220 Housing Insurance Fund and section 203 Home Im-
provement Account elsewhere in the subsec., including
provisions for the funding of a special revolving fund
for carrying out the provisions of the subsec.

1964—Subsec. (b)(2). Pub. L. 88–560, § 102(a), increased
maximum amount of the principal obligation for one-
family residences from $25,000 to $30,000, for two-family
residences from $27,500 to $32,500, for three-family resi-
dences from $27,500 to $32,500, and for four-family resi-
dences from $35,000 to $37,500.

Subsec. (i). Pub. L. 88–560, § 102(b), increased maxi-
mum amount of the principal obligation from $9,000 to
$11,000.

Subsec. (k). Pub. L. 88–560, §§ 103, 105(c)(1), substituted
in cl. (2) ‘‘an acceptable risk’’ for ‘‘economically
sound’’, in cl. (4) provision for payment of insurance
benefits ‘‘in cash out of the Section 203 Home Improve-
ment Account or in debentures executed in the name of
such Account’’ for provision for such payment ‘‘in de-
bentures executed in the name of the Section 203 Home

Improvement Account’’, and in the third sentence ‘‘In-
surance benefits paid with respect to loans insured
under this subsection shall be paid’’ for ‘‘Debentures is-
sued with respect to loans insured under this sub-
section shall be issued’’; and inserted the provision that
‘‘If the insurance payment is made in cash, there shall
be added to such payment an amount equivalent to the
interest which the debentures would have earned, com-
puted to a date to be established pursuant to regula-
tions issued by the Commissioner.’’, respectively.

1961—Subsec. (a). Pub. L. 87–70, § 604(b), struck out
proviso which limited the aggregate amount of prin-
cipal obligations of all mortgages insured under this
chapter to not more than $7,750,000,000, and which per-
mitted additional increases in such sum by not more
than $1,250,000,000 in the aggregate.

Subsec. (b)(2). Pub. L. 87–70, § 605(a), (b), increased
maximum amount of the principal obligation for one-
family residences from $22,500 to $25,000, and for two-
family residences from $25,000 to $27,500, and sub-
stituted ‘‘$15,000’’ for ‘‘$13,500’’ in two places, ‘‘$20,000’’
for ‘‘$18,000’’ in two places, and ‘‘75 per centum’’ for ‘‘70
per centum’’.

Subsec. (b)(3). Pub. L. 87–70, §§ 605(c), 612(a)(1), sub-
stituted ‘‘thirty-five years (or thirty years if such
mortgage is not approved for insurance prior to con-
struction) from the date of the beginning of amortiza-
tion of the mortgage’’ for ‘‘thirty years from the date
of the insurance of the mortgage’’.

Subsec. (c). Pub. L. 87–70, §§ 606, 612(a)(2), reduced
minimum premium charge from an amount equivalent
to one-half of 1 per centum per annum to an amount
equivalent to one-fourth of 1 per centum per annum,
permitted the Commissioner to make the reduced pre-
mium charge applicable to each insured mortgage out-
standing under the section or sections involved at the
time the reduced charge is fixed, struck out provisos
which related to premium charges for mortgages in-
sured prior to Feb. 3, 1938, and for mortgages described
in section 203(b)(2)(B) of the National Housing Act ac-
cepted for insurance prior to July 1, 1939, and sub-
stituted ‘‘particular insurance fund or account’’ for
‘‘particular insurance fund’’ in the first proviso of the
second sentence.

Subsec. (e). Pub. L. 87–70, § 102(b)(1), (2), substituted
‘‘eligibility of the loan or mortgage’’ for ‘‘eligibility of
the mortgage’’, and ‘‘approved financial institution or
approved mortgagee’’ for ‘‘approved mortgagee’’ in two
places.

Subsec. (k). Pub. L. 87–70 § 102(b)(3), added subsec. (k).
1959—Subsec. (b)(2). Pub. L. 86–372, § 102(a), increased

maximum amount of the principal obligation for one-
family residences from $20,000 to $22,500, and for two-
family residences from $20,000 to $25,000, increased the
maximum amount of loans over $13,500 from 85 per cen-
tum of the value in excess of $13,500 but not in excess
of $16,000 to 90 per centum of the value in excess of
$13,500 but not in excess of $18,000, and inserted provi-
sions relating to dwellings approved for guaranty, in-
surance, or direct loan under chapter 37 of title 38 prior
to the beginning of construction.

Subsec. (b)(8). Pub. L. 86–372, § 102(b), inserted proviso
making the 85 per centum limitation inapplicable if the
mortgagor and mortgagee assume responsibility for the
reduction of the mortgage by an amount not less than
15 per centum of the outstanding principal amount
thereof in the event the mortgaged property is not,
prior to the due date of the 18th amortization payment
of the mortgage, sold to a purchaser acceptable to the
Commissioner who is the occupant of the property and
who assumes and agrees to pay the mortgage indebted-
ness.

Subsec. (i). Pub. L. 86–372, § 103, increased maximum
amount of the principal obligation from $8,000 to $9,000,
inserted parenthetical clause, and struck out provi-
sions that limited the total amount of insurance out-
standing at any one time for farm homes to not more
than $100,000,000.

Subsec. (j). Pub. L. 86–372, § 809, added subsec. (j).
1958—Subsec. (b)(2). Pub. L. 85–364 substituted

‘‘$13,500’’ for ‘‘$10,000’’ in two places.
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1957—Subsec. (b)(2). Pub. L. 85–104, § 101(a), increased
maximum amount of loan from 95 per centum of the
first $9,000 plus 75 per centum of excess above $9,000, to
97 per centum of the first $10,000 plus 85 per centum of
the next $6,000 and 70 per centum of the remainder, and
struck out provisions authorizing President to increase
former $9,000 figure to $10,000, eliminated provision that
principal of mortgage shall not exceed 85 per centum if
mortgagor is not occupant of property, and eliminated
provision that mortgagor shall have paid at least 5 per
centum cash payment. See subsec. (b)(8), (9).

Subsec. (b)(8), (9). Pub. L. 85–104, § 101(b), added pars.
(8) and (9).

Subsec. (d). Pub. L. 85–104, § 106, repealed provisions
which related to insurance of mortgages on farm prop-
erties.

Subsec. (i). Pub. L. 85–104, § 101(c), amended provisions
generally, and, among other changes, increased maxi-
mum loan from $6,650 to $8,000, and from 95 per centum
to 97 per centum of value, and substituted provisions
that mortgage obligation shall not exceed 85 per cen-
tum of value if mortgagor is not occupant, for provi-
sions that (1) mortgagor be the owner and occupant and
had paid at least 5 per centum cash, or (2) mortgagor
be owner and occupant with whom a person or corpora-
tion having satisfactory credit standing had contracted
to pay on his behalf all or part of downpayment, taking
as security a note at not more than 4 per centum inter-
est, and to guarantee payment of insured mortgage, or
(3) to be the builder constructing the dwelling in which
case principal should not exceed 85 per centum of value
or $5,950.

1956—Subsec. (b)(2). Act Aug. 7, 1956, §§ 102(a), 104(a),
inserted ‘‘unless the construction of the dwelling was
completed more than one year prior to the application
for mortgage insurance’’ before ‘‘90 per centum’’ in par-
enthetical clause, and inserted provision that in cases
where mortgagor is a person 60 years of age or older,
the downpayment required could be paid by a person
other than the mortgagor under conditions prescribed
by the Commissioner.

Subsec. (h). Act Aug. 7, 1956, § 102(b), substituted
‘‘$12,000’’ for ‘‘$7,000’’.

1954—Subsec. (b)(2). Act Aug. 2, 1954, § 104, generally
amended provisions to provide, among others, for an in-
crease in, and equalization of, maximum mortgage
amounts, with respect to new housing, substitution of
a loan to value ratio of 95 per centum of the $9,000 of
value plus 75 per centum of the balance in excess of
$9,000, with Presidential authority to increase the $9,000
figure to $10,000 under certain conditions, and with re-
spect to existing housing, substitution of a loan to
value ratio of 90 per centum of the first $9,000 of value
plus 75 per centum of the balance in excess of $9,000,
with Presidential authority to increase the $9,000 figure
to $10,000, and inserted a provision limiting the maxi-
mum loan to value ratio where the builder becomes the
mortgagor, not to exceed 85 per centum of the mort-
gage loan which an owner-occupant could obtain.

Subsec. (b)(3). Act Aug. 2, 1954, § 105, substituted a
provision for a maximum maturity of 30 years or three-
quarters of the Commissioner’s estimate of the remain-
ing economic life of the building improvements, which-
ever is the lesser, for former provision carrying varying
limits ranging from twenty to thirty years.

Subsec. (b)(5). Act Aug. 2, 1954, § 106, fixed maximum
statutory interest rate on mortgages at 5 per centum
with authority in the Commissioner to increase the
rate to not to exceed 6 per centum as he finds it nec-
essary to meet the mortgage market; and permitted
the allowance of service charges.

Subsec. (c). Act Aug. 2, 1954, § 107, provided that de-
bentures presented in payment of premium charges
shall represent obligations of the particular insurance
fund to which such premium charges are to be credited.

Subsec. (d). Act Aug. 2, 1954, § 108, prohibited insur-
ance of mortgages pursuant to this subsection after
Aug. 2, 1954, except pursuant to commitments to insure
issued on or before such date.

Subsecs. (f), (g). Act Aug. 2, 1954, § 109, repealed sub-
sec. (f) which related to refinance mortgages and sub-

sec. (g) which related to higher loan to value ratio and
longer maturity for single-family residences. See sub-
secs. (b)(2) and (b)(3) of this section.

Subsecs. (h), (i). Act Aug. 2, 1954, § 110, added subsecs.
(h) and (i).

1953—Subsec. (g). Act June 30, 1953, added subsec. (g).
1950—Act Apr. 20, 1950, § 122, substituted ‘‘Commis-

sioner’’ for ‘‘Administrator’’ wherever appearing.
Subsec. (a). Act Apr. 20, 1950, § 103, increased statu-

tory amount of insurance authority from $6,750,000,000
to $7,500,000,000 and provided that an additional
$1,250,000,000 in insurance authority could be made
available with the authority of the President.

Subsec. (b)(2). Act Apr. 20, 1950, § 104(a), inserted pro-
viso to clause (A) to allow the Commissioner to in-
crease the dollar limitation by not exceeding $4,500 for
each additional family dwelling unit, in excess of two
located on such property, repealed clause (B), changed
‘‘$9,500’’ to read ‘‘$9,450’’, ‘‘90’’ to ‘‘95’’ in clause (C), and
changed clause (D) to provide that an insured mortgage
could not exceed $6,650 in amount and not exceed 95 per
centum of the appraised value, except that the Com-
missioner is given discretionary authority to increase
such dollar amount limitation by not exceeding $950 for
each additional bedroom in excess of two, and also to
give Commissioner authority to increase the insurance
limitation in any geographical area where he finds that
cost levels so require.

1949—Subsec. (a). Joint Res. Oct. 25, 1949, substituted
‘‘$6,000,000,000’’ for ‘‘$5,500,000,000’’, and ‘‘$6,750,000,000’’
for ‘‘$6,000,000,000’’.

Act Aug. 30, 1949 substituted ‘‘$5,500,000,000’’ for
‘‘$5,300,000,000’’ and ‘‘$6,000,000,000’’ for ‘‘$5,500,000,000’’.

Act July 15, 1949, substituted ‘‘$5,300,000,000’’ for
‘‘$4,000,000,000’’ and ‘‘$5,500,000,000’’ for ‘‘$5,000,000,000’’.

1948—Subsec. (b)(2). Act Aug. 10, 1948, § 101(g),
(h)(1)–(3), (j)(1), substituted ‘‘$6,300’’ for ‘‘$5,400’’ in sub-
par. (B), substituted ‘‘$9,500’’ for ‘‘$8,600’’, ‘‘$7,000’’ for
‘‘$6,000’’, and ‘‘$11,000’’ for ‘‘$10,000’’ in subpar. (C), and
added subpar. (D).

Subsec. (b)(3). Act Aug. 10, 1948, § 101(i), (j)(2), sub-
stituted ‘‘on property approved for insurance prior to
the beginning of construction’’ for ‘‘of the character de-
scribed in paragraph (2)(B) of this subsection’’ and in-
serted ‘‘or not to exceed thirty years in the case of a
mortgage insured under paragraph (2)(D) of this sub-
section’’, at the end thereof.

Subsec. (b)(5). Act Aug. 10, 1948, § 101(j)(3), inserted
‘‘or not to exceed 4 per centum per annum in the case
of a mortgage insured under paragraph (2)(D) of this
subsection, or not to exceed such percentum per
annum, not in excess of 5 per centum, as the Adminis-
trator finds necessary to meet the mortgage market’’
at the end thereof.

Subsec. (c). Act Aug. 10, 1948, § 101(k)(1), (2), struck
out of last sentence ‘‘under this section or section 1715a
of this title’’ after ‘‘accepted for insurance’’ and ‘‘and
a mortgage on the same property is accepted for insur-
ance at the time of such payment’’ after ‘‘herein set
forth’’.

1946—Subsec. (a). Act July 1, 1946, struck out second
and third provisos providing for a limitation on the ag-
gregate amount of mortgages outstanding, and limiting
insuring of mortgages after July 1, 1946, respectively.

1943—Subsec. (a). Act Oct. 15, 1943, substituted ‘‘1946’’
for ‘‘1944’’ in third proviso.

1941—Subsec. (a). Act June 28, 1941, substituted
‘‘$4,000,000,000’’ for ‘‘$3,000,000,000’’, ‘‘$5,000,000,000’’ for
‘‘$4,000,000,000’’; and affected second and third provisos.

1939—Subsec. (a). Act June 3, 1939, § 6, substituted
‘‘$3,000,000’’ for ‘‘$2,000,000’’, ‘‘$4,000,000’’ for ‘‘$3,000,000’’,
generally revised second proviso and inserted third pro-
viso.

Subsec. (b)(3). Act June 3, 1939, § 7, struck out ‘‘until
July 1, 1939’’.

Subsecs. (e), (f). Act June 3, 1939, § 8, added subsecs.
(e) and (f).

1938—Subsecs. (a) to (d). Act Feb. 3, 1938, amended
provisions generally.

1935—Subsec. (a)(1). Act Aug. 23, 1935, inserted ‘‘prop-
erty and’’ before ‘‘project’’.



Page 554TITLE 12—BANKS AND BANKING§ 1709

Subsec. (c). Act May 28, 1935, inserted part of last sen-
tence before the semicolon.

EFFECTIVE DATE OF 2001 AMENDMENT

Pub. L. 107–73, title II, § 207(b), Nov. 26, 2001, 115 Stat.
675, provided that: ‘‘The amendments made by sub-
section (a) [amending this section] shall—

‘‘(1) apply only to mortgages that are executed on
or after the date of enactment of this Act [Nov. 26,
2001]; and

‘‘(2) be implemented in advance of any necessary
conforming changes to regulations.’’

APPLICABILITY OF 1994 AMENDMENT

Title I of Pub. L. 103–211, Feb. 12, 1994, 108 Stat. 12,
provided in part that: ‘‘For higher mortgage limits and
improved access to mortgage insurance for victims of
the January 1994 earthquake in Southern California,
title II of the National Housing Act, as amended [12
U.S.C. 1707 et seq.], is further amended, as follows:

‘‘(1) [Amended this section.]
‘‘(2) [Amended this section.]
‘‘(3) [Amended section 1715y of this title.]

‘‘Eligibility for loans made under the authority
granted by the preceding paragraph [amending this sec-
tion and section 1715y of this title] shall be limited to
persons whose principal residence was damaged or de-
stroyed as a result of the January 1994 earthquake in
Southern California: Provided, That the provisions
under this heading [amending this section and section
1715y of this title] shall be effective only for the 18-
month period following the date of enactment of this
Act [Feb. 12, 1994].’’

EFFECTIVE DATE OF 1992 AMENDMENT

Section 503(b) of Pub. L. 102–550 provided that: ‘‘The
amendment made by subsection (a) [amending this sec-
tion] shall apply only to mortgages executed on or
after January 1, 1993.’’

Section 506(b) of Pub. L. 102–550 provided that: ‘‘The
amendment made by subsection (a) [amending this sec-
tion] shall apply to mortgages for which commitments
for insurance are issued after the expiration of the 12-
month period beginning on the date of the enactment
of this Act [Oct. 28, 1992].’’

EFFECTIVE DATE OF 1990 AMENDMENTS

Section 326(b) of Pub. L. 101–625 provided that: ‘‘The
amendments made by subsection (a) [amending this
section] shall apply only with respect to—

‘‘(1) mortgages insured—
‘‘(A) pursuant to a conditional commitment is-

sued after the expiration of the 60-day period begin-
ning on the date of the enactment of this Act [Nov.
28, 1990]; or

‘‘(B) in accordance with the direct endorsement
program, if the approved underwriter of the mort-
gages signs the appraisal report for the property
after the expiration of the 60-day period beginning
on the date of the enactment of this Act; and
‘‘(2) the approval of substitute mortgagors, if the

original mortgagor was subject to such amend-
ments.’’
Amendment by Pub. L. 101–402 deemed to have taken

effect as if enacted September 29, 1990, see section 1(a)
of Pub. L. 101–494, set out as an Effective Date of Tem-
porary Extension of Emergency Low Income Housing
Preservation Act of 1987 and Correction of Any Repeal
note under section 1715l of this title.

EFFECTIVE DATE OF 1989 AMENDMENT

Section 132(b) of Pub. L. 101–235 provided that: ‘‘The
amendments made by subsection (a) [amending this
section] shall apply only with respect to—

‘‘(1) mortgages insured—
‘‘(A) pursuant to a conditional commitment is-

sued on or after the date of the enactment of this
Act [Dec. 15, 1989]; or

‘‘(B) in accordance with the direct endorsement
program (24 C.F.R. 200.163), if the approved under-

writer of the mortgage signs the appraisal report
for the property on or after the date of the enact-
ment of this Act; and
‘‘(2) the approval of substitute mortgagors, if the

original mortgagor was subject to such amend-
ments.’’
Section 143(c) of Pub. L. 101–235 provided that: ‘‘The

amendments made by this section [amending this sec-
tion] shall apply only with respect to—

‘‘(1) mortgages insured—
‘‘(A) pursuant to a conditional commitment is-

sued on or after the date of the enactment of this
Act [Dec. 15, 1989]; or

‘‘(B) in accordance with the direct endorsement
program, if the approved underwriter of the mort-
gagee signs the appraisal report for the property on
or after the date of the enactment of this Act; and
‘‘(2) the approval of substitute mortgagors, if the

original mortgagor was subject to such amend-
ments.’’

EFFECTIVE DATE OF 1988 AMENDMENT

Section 406(d) of Pub. L. 100–242 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and sections 1715d, 1715g, 1715k, 1715l, 1715m, 1715n,
1715y, and 1715z of this title] shall apply only with re-
spect to—

‘‘(1) mortgages insured—
‘‘(A) pursuant to a conditional commitment is-

sued on or after the date of the enactment of this
Act [Feb. 5, 1988]; or

‘‘(B) in accordance with the direct endorsement
program (24 CFR 200.163), if the approved under-
writer of the mortgagee signs the appraisal report
for the property on or after the date of the enact-
ment of this Act; and
‘‘(2) the approval of substitute mortgagors, referred

to in the amendment made by subsection (a) [amend-
ing this section], if the original mortgagor was sub-
ject to such amendment.’’
Section 407(a)(2) of Pub. L. 100–242, as amended by

Pub. L. 100–628, title X, § 1063(b), Nov. 7, 1988, 102 Stat.
3274, provided that: ‘‘The amendment made by para-
graph (1) [amending this section] shall apply to each
mortgage originated pursuant to an application for
commitment for insurance signed by the applicant on
or after December 1, 1986.’’

EFFECTIVE DATE OF 1983 AMENDMENT

Section 424(b) of Pub. L. 98–181 provided that: ‘‘The
amendment made by subsection (a) [amending this sec-
tion] shall take effect only if the Secretary finds and
reports to the Congress that such amendment, taking
into account the higher loan-to-value ratio resulting
from the advance payment of mortgage insurance pre-
miums, will not adversely affect the actuarial sound-
ness of the Federal Housing Administration mortgage
insurance program.’’ [For finding and report by Sec-
retary and rule implementing the amendments effec-
tive June 24, 1985, see 49 F.R. 39686 and 50 F.R. 19924.]

Section 423(c) of Pub. L. 98–181 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and sections 1715e, 1715l, 1715y, and 1715z of this
title] shall take effect only if the Secretary of Housing
and Urban Development determines that the program
of advance payment of insurance premiums, with spe-
cific regard to the effect of the provisions authorized by
the amendments made by such sections, is actuarially
sound.’’ [For determination by Secretary and rule im-
plementing the amendments effective May 10, 1984, see
49 F.R. 12693.]

EFFECTIVE DATE OF 1978 AMENDMENT

Section 104 of Pub. L. 95–557 provided that: ‘‘The
amendments made by this title [enacting section 5319
of Title 42, The Public Health and Welfare, and amend-
ing this section, sections 1706e and 1717 of this title, and
sections 1452b, 5304, 5305, 5307, and 5318 of Title 42] shall
become effective October 1, 1978.’’
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EFFECTIVE DATE OF 1974 AMENDMENT

Amendment by Pub. L. 93–288 effective Apr. 1, 1974,
see section 605 of Pub. L. 93–288, set out as an Effective
Date note under section 5121 of Title 42, The Public
Health and Welfare.

EFFECTIVE DATE OF 1970 AMENDMENT

Amendment by Pub. L. 91–606 effective Dec. 31, 1970,
see section 304 of Pub. L. 91–606, set out as a note under
section 165 of Title 26, Internal Revenue Code.

EFFECTIVE DATE OF 1949 AMENDMENT

Amendment by act July 15, 1949, effective June 30,
1949, see section 202 of that act, set out as a note under
section 1703 of this title.

REGULATIONS

Pub. L. 105–276, title II, § 225(b), Oct. 21, 1998, 112 Stat.
2490, provided that: ‘‘The Secretary of Housing and
Urban Development shall develop the disclosure notice
under subsection (a) [amending this section] within 150
days of the enactment [Oct. 21, 1998] through notice and
comment rulemaking.’’

TEMPORARY EXTENSION OF FHA MORTGAGE LIMIT

Pub. L. 101–494, § 4, Oct. 31, 1990, 104 Stat. 1185, pro-
vided that:

‘‘(a) EXTENSION.—If upon enactment of this Act [see
Effective Date of 1990 Amendments note above], section
203(b)(2) of the National Housing Act (12 U.S.C.
1709(b)(2)) provides for an increase in the maximum dol-
lar amount limitations on the principal obligations of
mortgages insured under such section until October 31,
1990, then notwithstanding such section, such maxi-
mum dollar amount limitations may be increased (to
the percent specified in such section) until November
30, 1990.

‘‘(b) LIMITATIONS.—If upon enactment of this Act such
section 203(b)(2) [12 U.S.C. 1709(b)(2)] provides for an in-
crease in the maximum dollar amount limitations (re-
ferred to in subsection (a)) until a date other than Oc-
tober 31, 1990, this section shall not apply. This section
shall not apply with respect to any amendment to sec-
tion 203(b)(2) of the National Housing Act made after
the date of the enactment of this Act [Oct. 31, 1990].’’

TRANSITION PROVISIONS OF 1990 AMENDMENTS

Section 326(c) of Pub. L. 101–625 provided that: ‘‘Any
mortgage insurance provided under title II of the Na-
tional Housing Act [this subchapter] before the expira-
tion of the 60-day period beginning on the date of the
enactment of this Act [Nov. 28, 1990], shall continue to
be governed (to the extent applicable) by the provisions
of section 203(g)(1) of the National Housing Act [12
U.S.C. 1709(g)(1)], as such provisions existed before the
date of the enactment of this Act.’’

Section 2103(b), (c) of Pub. L. 101–508, as amended by
Pub. L. 102–550, title I, § 185(c)(3), title V, § 507(b), Oct.
28, 1992, 106 Stat. 3748, 3782, provided that:

‘‘(b) TRANSITION PROVISIONS.—Notwithstanding sec-
tion 203(c) of the National Housing Act [12 U.S.C.
1709(c)] (as amended by subsection (a)), mortgage insur-
ance premiums on mortgages executed during fiscal
years 1991 through 1994 and that are obligations of the
Mutual Mortgage Insurance Fund or of the General In-
surance Fund pursuant to section 203(v) of the National
Housing Act shall be subject to the following require-
ments:

‘‘(1) 1991 AND 1992.—For mortgages executed during
fiscal years 1991 and 1992 (but after the date of the ef-
fectiveness of regulations issued under subsection
(c)), the Secretary shall establish and collect the fol-
lowing premiums:

‘‘(A) UP-FRONT.—At the time of insurance, a sin-
gle premium payment in an amount not exceeding
3.80 percent of the amount of the original insured
principal obligation of the mortgage.

‘‘(B) ANNUAL.—In addition to the premium under
subparagraph (A), annual premium payments in an

amount not exceeding 0.50 percent of the remaining
insured principal balance (excluding the portion of
the remaining balance attributable to the premium
collected under subparagraph (A) and without tak-
ing into account delinquent payments or prepay-
ments), for any mortgage involving an original
principal obligation (excluding any premium col-
lected under subparagraph (A)) that is—

‘‘(i) less than 90 percent of the appraised value
of the property (as of the date the mortgage is ac-
cepted for insurance), for the first 5 years of the
mortgage term;

‘‘(ii) greater than or equal to 90 percent of such
value but equal to or less than 95 percent of such
value, for the first 8 years of the mortgage term;
and

‘‘(iii) greater than 95 percent of such value, for
the first 10 years of the mortgage term.

‘‘(2) 1993 AND 1994.—For mortgages executed during
fiscal years 1993 and 1994, the Secretary shall estab-
lish and collect the following premiums:

‘‘(A) UP-FRONT.—At the time of insurance, a sin-
gle premium payment in an amount not exceeding
3.00 percent of the amount of the original insured
principal obligation of the mortgage.

‘‘(B) ANNUAL.—In addition to the premium under
subparagraph (A), annual premium payments in an
amount not exceeding 0.50 percent of the remaining
insured principal balance (excluding the portion of
the remaining balance attributable to the premium
collected under subparagraph (A) and without tak-
ing into account delinquent payments or prepay-
ments), for any mortgage involving an original
principal obligation (excluding any premium col-
lected under subparagraph (A)) that is—

‘‘(i) less than 90 percent of the appraised value
of the property (as of the date the mortgage is ac-
cepted for insurance), for the first 7 years of the
mortgage term;

‘‘(ii) greater than or equal to 90 percent of such
value but equal to or less than 95 percent of such
value, for the first 12 years of the mortgage term;
and

‘‘(iii) greater than 95 percent of such value, for
the first 30 years of the mortgage term.

‘‘(3) REFUNDS.—With respect to any mortgage sub-
ject to premiums under this subsection, the Sec-
retary shall refund all of the unearned premium
charges paid on a mortgage pursuant to paragraph
(1)(A) or (2)(A) upon payment in full of the principal
obligation of the mortgage prior to the maturity
date.
‘‘(c) REGULATIONS.—The Secretary shall issue regula-

tions to carry out this section and the amendments
made by this section [amending this section] not later
than the expiration of the 90-day period beginning on
the date of the enactment of this Act [Nov. 5, 1990].’’

TRANSITION PROVISIONS OF 1989 AMENDMENT

Section 132(c) of Pub. L. 101–235 provided that: ‘‘Any
mortgage insurance provided under title II of the Na-
tional Housing Act [this subchapter] as it existed im-
mediately before the date of the enactment of this Act
[Dec. 15, 1989], shall continue to be governed (to the ex-
tent applicable) by the provisions of section 203(r) of
the National Housing Act [12 U.S.C. 1709(r)], as such
section existed immediately before such date.’’

Section 143(d) of Pub. L. 101–235 provided that: ‘‘Any
mortgage insurance provided under title II of the Na-
tional Housing Act [this subchapter], as it existed im-
mediately before the date of the enactment of this Act
[Dec. 15, 1989], shall continue to be governed (to the ex-
tent applicable) by the provisions amended by sub-
sections (a) and (b) [amending this section] as such pro-
visions existed immediately before such date.’’

TRANSITION PROVISIONS OF 1988 AMENDMENT

Section 406(e) of Pub. L. 100–242 provided that: ‘‘Any
mortgage insurance provided under title II of the Na-
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tional Housing Act [this subchapter], as it existed im-
mediately before the date of the enactment of this Act
[Feb. 5, 1988], shall continue to be governed (to the ex-
tent applicable) by the provisions specified in sub-
sections (a) through (c) [this section and sections 1715d,
1715g, 1715k, 1715l, 1715m, 1715n, 1715y, 1715z of this
title], as such provisions existed immediately before
such date.’’

IMPLEMENTATION OF 1982 AMENDMENT

Section 201(g) of Pub. L. 97–253 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and sections 1715e, 1715l, 1715y, and 1715z of this
title], other than by subsection (b) [amending subsec.
(c) of this section], may be implemented only if the
Secretary determines that the program of advance pay-
ment of insurance premiums, with specific regard to
the effect of the provisions authorized by the amend-
ments made by this section, is actuarially sound.’’

EFFECT OF REPEAL OF SUBSEC. (b)(2)(B) OF THIS
SECTION

Section 104(b) of act Apr. 20, 1950, provided that: ‘‘The
repeal of section 203(b)(2)(B) of said Act [former sub-
section (b)(2)(B) of this section], as provided by sub-
section (a) of this section, shall not affect the right of
the Commissioner to insure under said section any
mortgage (1) for the insurance of which application has
been filed prior to the effective date of this Act [Apr.
20, 1950], or (2) with respect to a property covered by a
mortgage insured under any section of the National
Housing Act, as amended [this chapter].’’

MUTUAL MORTGAGE INSURANCE FUND PREMIUMS

Pub. L. 103–66, title III, § 3005, Aug. 10, 1993, 107 Stat.
340, provided that: ‘‘To improve the actuarial soundness
of the Mutual Mortgage Insurance Fund under the Na-
tional Housing Act [12 U.S.C. 1701 et seq.], the Sec-
retary of Housing and Urban Development shall in-
crease the rate at which the Secretary earns the single
premium payment collected at the time of insurance of
a mortgage that is an obligation of such Fund (with re-
spect to the rate in effect on the date of the enactment
of this Act [Aug. 10, 1993]). In establishing such in-
creased rate, the Secretary shall consider any current
audit findings and reserve analyses and information re-
garding the expected average duration of mortgages
that are obligations of such Fund and may consider any
other information that the Secretary determines to be
appropriate.’’

REPORT ON HOME EQUITY CONVERSION MORTGAGES FOR
THE ELDERLY

Section 448 of Pub. L. 98–181 directed Secretary of
Housing and Urban Development to evaluate existing
use of home equity conversion mortgages for the elder-
ly and, not later than the expiration of the 1-year pe-
riod following Nov. 30, 1983, submit to Congress a report
setting forth the results of such evaluation. Such re-
port to include an evaluation of whether use of such
mortgages improves financial situation, or otherwise
meets special needs, of elderly homeowners; an evalua-
tion of any risks incurred by mortgagors as a result of
use of such mortgages, and any recommendations of
Secretary for appropriate safeguards to be included in
such mortgages to minimize such risks; an evaluation
of the potential for acceptance of such mortgages in
the private market; and any recommendations of Sec-
retary for establishment of a Federal program of insur-
ing such mortgages.

STUDIES OF MORTGAGE INSURANCE PREMIUMS AND
ALTERNATIVES TO STATUTORY MORTGAGE AMOUNTS

Section 309 of Pub. L. 96–153 directed Secretary of
Housing and Urban Development to (a) conduct a study
of the relative risks of loss for various classes of mort-
gages which may be insured under sections 1709(b) and
213 of this title, for the purpose of making recom-
mendations on the advisability of reducing mortgage

insurance premiums, and transmit the recommenda-
tions to Congress within 18 months from Dec. 21, 1979,
and (b) conduct a study of alternatives to the present
system of fixed statutory maximum amounts for mort-
gages insured under subchapters I and II of this chapter
and report to Congress on the results of the study to-
gether with recommendations for legislative, by Mar. 1,
1980.

INSURANCE PROGRAM OR HOMEOWNERS TO MEET MORT-
GAGE PAYMENTS IN TIMES OF PERSONAL ECONOMIC
ADVERSITY

Pub. L. 90–448, § 109, authorized Secretary of Housing
and Urban Development to develop a plan of insurance
to help homeowners meet mortgage payments in times
of personal economic adversity, i.e., death, disability,
illness, and unemployment; required the program to be
actuarially sound through the use of premiums, fees,
extended or increased payment schedules, or other
similar methods in conjunction with federal participa-
tion as necessary; directed the Secretary to report to
Congress within 6 months of Aug. 1, 1968 and to rec-
ommend legislation, authorizing him to contract with
companies, corporations, or joint enterprises formed to
provide home mortgage insurance protection for the
purpose of reinsuring insurance reserve funds, subsidiz-
ing premium payments for lower income mortgagors,
or otherwise making possible insurance protection of
homeowners; and authorized the Secretary, in prepar-
ing his recommendations, to consult with other agen-
cies or instrumentalities of the United States which in-
sure or guarantee home mortgages in order that any
recommended legislation afford equal benefits to mort-
gagors participating in their programs.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1441a, 1701x,
1706c, 1707, 1708, 1710, 1711, 1712, 1713, 1715e, 1715k, 1715l,
1715m, 1715n, 1715q, 1715w, 1715x, 1715y, 1715z, 1715z–2,
1715z–3, 1715z–5, 1715z–10, 1715z–12, 1715z–13, 1715z–14,
1715z–20, 1717, 1735, 1735b, 1735c, 1735f–17, 1735f–18, 1746,
1748h–1, 1748h–2, 1750b, 1831q, 2703 of this title; title 15
sections 77d, 78c; title 38 section 3703; title 42 sections
1472, 1490k.

§ 1709�1. Repealed. Pub. L. 98�181, title IV,
§ 404(a), Nov. 30, 1983, 97 Stat. 1208

Section, Pub. L. 90–301, § 3(a), May 7, 1968, 82 Stat. 113;
Pub. L. 90–448, title III, § 315, Aug. 1, 1968, 82 Stat. 512;
Pub. L. 91–78, § 3, Sept. 30, 1969, 83 Stat. 125; Pub. L.
91–152, title IV, § 401, Dec. 24, 1969, 83 Stat. 394; Pub. L.
91–351, title VI, § 601, July 24, 1970, 84 Stat. 461; Pub. L.
92–213, § 1, Dec. 22, 1971, 85 Stat. 775; Pub. L. 92–335, § 1,
July 1, 1972, 86 Stat. 405; Pub. L. 93–85, § 2, Aug. 10, 1973,
87 Stat. 220; Pub. L. 93–117, § 3, Oct. 2, 1973, 87 Stat. 422;
Pub. L. 93–234, title II, § 208, Dec. 31, 1973, 87 Stat. 984;
Pub. L. 93–383, title III, §§ 309(e), 317, Aug. 22, 1974, 88
Stat. 682, 685; Pub. L. 95–60, § 2, June 30, 1977, 91 Stat.
257; Pub. L. 95–80, § 2, July 31, 1977, 91 Stat. 339; Pub. L.
95–128, title III, § 302, Oct. 12, 1977, 91 Stat. 1131; Pub. L.
95–406, § 2, Sept. 30, 1978, 92 Stat. 880; Pub. L. 95–557, title
III, § 302, Oct. 31, 1978, 92 Stat. 2096; Pub. L. 96–71, § 2,
Sept. 28, 1979, 93 Stat. 501; Pub. L. 96–105, § 2, Nov. 8,
1979, 93 Stat. 794; Pub. L. 96–153, title III, § 302, Dec. 21,
1979, 93 Stat. 1112; Pub. L. 96–372, § 3, Oct. 3, 1980, 94
Stat. 1364; Pub. L. 96–399, title III, §§ 302, 332, Oct. 8, 1980,
94 Stat. 1639, 1652; Pub. L. 97–35, title III, § 332, Aug. 13,
1981, 95 Stat. 413; Pub. L. 97–289, § 2, Oct. 6, 1982, 96 Stat.
1231; Pub. L. 98–35, § 2, May 26, 1983, 97 Stat. 197; Pub. L.
98–109, § 2, Oct. 1, 1983, 97 Stat. 746, authorized the Sec-
retary, until Dec. 1, 1983, to set the maximum interest
rates for certain mortgage insurance programs, not-
withstanding the authority of the Secretary of Housing
and Urban Development to establish such rates, speci-
fied the criteria to be considered in establishing such
rates, authorized the Secretary to provide that the in-
terest rate applicable under section 1709(b) of this title
be the negotiated interest rate specified in the commit-
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ment agreement, limited the amount of mortgages
with such negotiated interest rates which may be in-
sured and prohibited such negotiated interest rates
with respect to mortgages subject to section 1715z–10 of
this title.

MORTGAGE CREDIT INTEREST RATES

Section 4 of Pub. L. 90–301, as amended by Pub. L.
90–565, Oct. 12, 1968, 82 Stat. 1001; Pub. L. 91–9, Apr. 11,
1969, 83 Stat. 7; Pub. L. 91–38, July 1, 1969, 83 Stat. 43,
which established a Commission to study mortgage in-
terest rates and to make recommendations to assure
the availability of an adequate supply of mortgage
credit at a reasonable cost to the consumer, directed
the Commission to make an interim report not later
than July 1, 1969, and a final report of its study and rec-
ommendations not later than August 1, 1969, to enable
the President, Congress, and the Secretary of Housing
and Urban Development to take necessary action be-
fore October 1, 1969, when the authorization for the in-
crease in interest rates above present statutory ceil-
ings will expire, and provided that the Commission
cease to exist sixty days after the submission of its
final report, was repealed by Pub. L. 98–181, title IV,
§ 404(a), Nov. 30, 1983, 97 Stat. 1208.

§ 1709�1a. State constitutional and legal limits
upon interest chargeable on loans, mort-
gages, or other interim financing arrange-
ments; applicability; covered arrangements

(a) The provisions of the constitution of any
State expressly limiting the amount of interest
which may be charged, taken, received, or re-
served by certain classes of lenders and the pro-
visions of any law of that State expressly limit-
ing the amount of interest which may be
charged, taken, received, or reserved shall not
apply to—

(1) any loan or mortgage which is secured by
a one- to four-family dwelling and which is (A)
insured under title I or II [12 U.S.C. 1702 et seq.
or 1707 et seq.] of the National Housing Act, or
(B) insured, guaranteed, or made under chap-
ter 37 of title 38; or

(2) any temporary construction loan or other
interim financing if at the time such loan is
made or financing is arranged, the intention
to obtain permanent financing substantially
by means of loans or mortgages so insured,
guaranteed, or made is declared.

(b) The provisions of this section shall apply
to such loans, mortgages, or other interim fi-
nancing made or executed in any State until the
effective date (after June 30, 1976) of a provision
of law of that State limiting the amount of in-
terest which may be charged, taken, received, or
reserved on such loans, mortgages, or financing.

(Pub. L. 94–324, § 8, June 30, 1976, 90 Stat. 722.)

REFERENCES IN TEXT

The National Housing Act, referred to in subsec.
(a)(1), is act June 27, 1934, ch. 847, 48 Stat. 1246, as
amended. Titles I and II of the National Housing Act
are classified generally to subchapters I (§ 1702 et seq.)
and II (§ 1707 et seq.), respectively, of this chapter. For
complete classification of this Act to the Code, see sec-
tion 1701 of this title and Tables.

CODIFICATION

Section was enacted as part of the Veterans Housing
Amendments Act of 1976, and not as part of the Na-
tional Housing Act which comprises this chapter.

EFFECTIVE DATE

Section effective June 30, 1976, see section 9(a) of Pub.
L. 94–324, set out as a note under section 3701 of Title
38, Veterans’ Benefits.

§ 1709�2. Equity skimming; penalty; persons lia-
ble; one dwelling exemption

Whoever, with intent to defraud, willfully en-
gages in a pattern or practice of—

(1) purchasing one- to four-family dwellings
(including condominiums and cooperatives)
which are subject to a loan in default at time
of purchase or in default within one year sub-
sequent to the purchase and the loan is se-
cured by a mortgage or deed of trust insured
or held by the Secretary of Housing and Urban
Development or guaranteed by the Depart-
ment of Veterans Affairs, or the loan is made
by the Department of Veterans Affairs,

(2) failing to make payments under the
mortgage or deed of trust as the payments be-
come due, regardless of whether the purchaser
is obligated on the loan, and

(3) applying or authorizing the application of
rents from such dwellings for his own use,

shall be fined not more than $250,000 or impris-
oned not more than 5 years, or both. This sec-
tion shall apply to a purchaser of such a dwell-
ing, or a beneficial owner under any business or-
ganization or trust purchasing such dwelling, or
to an officer, director, or agent of any such pur-
chaser. Nothing in this section shall apply to
the purchaser of only one such dwelling.

(Pub. L. 91–609, title IX, § 912, Dec. 31, 1970, 84
Stat. 1814; Pub. L. 100–242, title IV, § 416(a), Feb.
5, 1988, 101 Stat. 1907; Pub. L. 102–54, § 13(d)(1),
June 13, 1991, 105 Stat. 274.)

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1970, and not as part of the Na-
tional Housing Act which comprises this chapter.

AMENDMENTS

1991—Par. (1). Pub. L. 102–54 substituted ‘‘Department
of Veterans Affairs’’ for ‘‘Veterans’ Administration’’ in
two places.

1988—Pub. L. 100–242 inserted parenthetical reference
to condominiums and cooperatives in par. (1), sub-
stituted ‘‘due, regardless of whether the purchaser is
obligated on the loan’’ for ‘‘due’’ in par. (2), and sub-
stituted ‘‘$250,000’’ for ‘‘$5,000’’ and ‘‘5’’ for ‘‘three’’ in
closing provisions.

§ 1709a. Determination of loan-to-value ratios

The Secretary of Housing and Urban Develop-
ment, in establishing maximum loan-to-value
ratios for mortgages insured by him under the
National Housing Act [12 U.S.C. 1701 et seq.], as
amended by sections 101, 102, and 103 of this Act,
shall determine that such ratios are in the pub-
lic interest after taking into consideration (1)
the effect of such ratios on the national econ-
omy and on conditions in the building industry,
and (2) the availability or unavailability of resi-
dential mortgage credit assisted under the Serv-
icemen’s Readjustment Act of 1944, as amended.

(Pub. L. 85–104, title I, § 104, July 12, 1957, 71 Stat.
296; Pub. L. 90–19, § 14(a), May 25, 1967, 81 Stat.
24.)
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REFERENCES IN TEXT

The National Housing Act, referred to in text, is act
June 27, 1934, ch. 847, 48 Stat. 1246, as amended, which
is classified principally to this chapter (§ 1701 et seq.).
For complete classification of this Act to the Code, see
section 1701 of this title and Tables.

Amendments by sections 101, 102, and 103 of this act,
referred to in text, refers to amendment of sections
1709(b), (i), 1715k(d)(3), and 1715m(b) of this title by Pub.
L. 85–104.

The Servicemen’s Readjustment Act of 1944, as
amended, referred to in text, is act June 22, 1944, ch.
268, 58 Stat. 284, as amended, which was classified gen-
erally to chapter 11C (§§ 693 to 697g) of former Title 38,
Pensions, Bonuses, and Veterans’ Relief, and which was
repealed by section 14(87) of Pub. L. 85–857, Sept. 2, 1958,
72 Stat. 1273, the first section of which enacted Title 38,
Veterans’ Benefits. For distribution of sections 693 to
697g of former Title 38 to Title 38, Veterans’ Benefits,
see Table preceding section 101 of Title 38, Veterans’
Benefits.

CODIFICATION

Section was enacted as part of the Housing Act of
1957, and not as part of the National Housing Act which
comprises this chapter.

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary of Housing
and Urban Development’’ for ‘‘Federal Housing Com-
missioner’’.

§ 1709b. Repealed. Pub. L. 85�364, § 6, Apr. 1, 1958,
72 Stat. 77

Section, Pub. L. 85–104, title VI, § 605, July 12, 1957, 71
Stat. 305, authorized Federal Housing Commissioner
and Administrator of Veterans’ Affairs to fix reason-
able limits on charges, fees, and discounts imposed
upon builders, sellers, or purchasers.

§ 1710. Payment of insurance

(a) In general
(1) Authorized claims procedures

The Secretary may, in accordance with this
subsection and terms and conditions pre-
scribed by the Secretary, pay insurance bene-
fits to a mortgagee for any mortgage insured
under section 1709 of this title through any of
the following methods:

(A) Assignment of mortgage
The Secretary may pay insurance benefits

whenever a mortgage has been in a mone-
tary default for not less than 3 full monthly
installments or whenever the mortgagee is
entitled to foreclosure for a nonmonetary
default. Insurance benefits shall be paid pur-
suant to this subparagraph only upon the as-
signment, transfer, and delivery to the Sec-
retary of—

(i) all rights and interests arising under
the mortgage;

(ii) all claims of the mortgagee against
the mortgagor or others arising out of the
mortgage transaction;

(iii) title evidence satisfactory to the
Secretary; and

(iv) such records relating to the mort-
gage transaction as the Secretary may re-
quire.

(B) Conveyance of title to property
The Secretary may pay insurance benefits

if the mortgagee has acquired title to the

mortgaged property through foreclosure or
has otherwise acquired such property from
the mortgagor after a default upon—

(i) the prompt conveyance to the Sec-
retary of title to the property which meets
the standards of the Secretary in force at
the time the mortgage was insured and
which is evidenced in the manner provided
by such standards; and

(ii) the assignment to the Secretary of
all claims of the mortgagee against the
mortgagor or others, arising out of mort-
gage transaction or foreclosure proceed-
ings, except such claims as may have been
released with the consent of the Secretary.

The Secretary may permit the mortgagee to
tender to the Secretary a satisfactory con-
veyance of title and transfer of possession
directly from the mortgagor or other appro-
priate grantor, and may pay to the mortga-
gee the insurance benefits to which it would
otherwise be entitled if such conveyance had
been made to the mortgagee and from the
mortgagee to the Secretary.
(C) Claim without conveyance of title

The Secretary may pay insurance benefits
upon sale of the mortgaged property at fore-
closure where such sale is for at least the
fair market value of the property (with ap-
propriate adjustments), as determined by
the Secretary, and upon assignment to the
Secretary of all claims referred to in clause
(ii) of subparagraph (B).
(D) Preforeclosure sale

The Secretary may pay insurance benefits
upon the sale of the mortgaged property by
the mortgagor after default and the assign-
ment to the Secretary of all claims referred
to in clause (ii) of subparagraph (B), if—

(i) the sale of the mortgaged property
has been approved by the Secretary;

(ii) the mortgagee receives an amount at
least equal to the fair market value of the
property (with appropriate adjustments),
as determined by the Secretary; and

(iii) the mortgagor has received an ap-
propriate disclosure, as determined by the
Secretary.

(2) Payment for loss mitigation
The Secretary may pay insurance benefits to

the mortgagee to recompense the mortgagee
for all or part of any costs of the mortgagee
for taking loss mitigation actions that provide
an alternative to foreclosure of a mortgage
that is in default (including but not limited to
actions such as special forbearance, loan modi-
fication, and deeds in lieu of foreclosure, but
not including assignment of mortgages to the
Secretary under paragraph (1)(A)). No actions
taken under this paragraph, nor any failure to
act under this paragraph, by the Secretary or
by a mortgagee shall be subject to judicial re-
view.
(3) Determination of claims procedure

The Secretary shall publish guidelines for
determining which of the procedures for pay-
ment of insurance under paragraph (1) are
available to a mortgagee when it claims insur-
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ance benefits. At least one of the procedures
for payment of insurance benefits specified in
paragraph (1)(A) or (1)(B) shall be available to
a mortgagee with respect to a mortgage, but
the same procedure shall not be required to be
available for all of the mortgages held by a
mortgagee.

(4) Servicing of assigned mortgages
If a mortgage is assigned to the Secretary

under paragraph (1)(A), the Secretary may
permit the assigning mortgagee or its servicer
to continue to service the mortgage for rea-
sonable compensation and on terms and condi-
tions determined by the Secretary. Neither
the Secretary nor any servicer of the mort-
gage shall be required to forbear from collec-
tion of amounts due under the mortgage or
otherwise pursue loss mitigation measures.

(5) Calculation of insurance benefits
Insurance benefits shall be paid in accord-

ance with section 1735d of this title and shall
be equal to the original principal obligation of
the mortgage (with such additions and deduc-
tions as the Secretary determines are appro-
priate) which was unpaid upon the date of—

(A) assignment of the mortgage to the Sec-
retary;

(B) the institution of foreclosure proceed-
ings;

(C) the acquisition of the property after
default other than by foreclosure; or

(D) sale of the mortgaged property by the
mortgagor.

(6) Forbearance and recasting after default
The mortgagee may, upon such terms and

conditions as the Secretary may prescribe—
(A) extend the time for the curing of the

default and the time for commencing fore-
closure proceedings or for otherwise acquir-
ing title to the mortgaged property, to such
time as the mortgagee determines is nec-
essary and desirable to enable the mortgagor
to complete the mortgage payments, includ-
ing an extension of time beyond the stated
maturity of the mortgage, and in the event
of a subsequent foreclosure or acquisition of
the property by other means the Secretary
may include in the amount of insurance ben-
efits an amount equal to any unpaid mort-
gage interest; or

(B) provide for a modification of the terms
of the mortgage for the purpose of recasting,
over the remaining term of the mortgage or
over such longer period pursuant to guide-
lines as may be prescribed by the Secretary,
the total unpaid amount then due, with the
modification to become effective currently
or to become effective upon the termination
of an agreed-upon extension of the period for
curing the default; and the principal amount
of the mortgage, as modified, shall be con-
sidered the ‘‘original principal obligation of
the mortgage’’ for purposes of paragraph (5).

(7) Termination of premium obligation
The obligation of the mortgagee to pay the

premium charges for insurance shall cease
upon fulfillment of the appropriate require-
ments under which the Secretary may pay in-

surance benefits, as described in paragraph (1).
The Secretary may also terminate the mort-
gagee’s obligation to pay mortgage insurance
premiums upon receipt of an application filed
by the mortgagee for insurance benefits under
paragraph (1), or in the event the contract of
insurance is terminated pursuant to section
1715t of this title.
(8) Effect on payment of insurance benefits

under section 1715u
Nothing in this section shall limit the au-

thority of the Secretary to pay insurance ben-
efits under section 1715u of this title.
(9) Treatment of mortgage assignment program

Notwithstanding any other provision of law,
or the Amended Stipulation entered as a con-
sent decree on November 8, 1979, in Ferrell v.
Cuomo, No. 73 C 334 (N.D. Ill.), or any other
order intended to require the Secretary to op-
erate the program of mortgage assignment
and forbearance that was operated by the Sec-
retary pursuant to the Amended Stipulation
and under the authority of section 1715u of
this title, prior to its amendment by section
407(b) of The Balanced Budget Downpayment
Act, I (Public Law 104–99; 110 Stat. 45), no
mortgage assigned under this section may be
included in any mortgage foreclosure avoid-
ance program that is the same or substan-
tially equivalent to such a program of mort-
gage assignment and forbearance.

(b) Consent to release of mortgagor or property
The Secretary may at any time, under such

terms and conditions as he may prescribe, con-
sent to the release of the mortgagor from his li-
ability under the mortgage or the credit instru-
ment secured thereby, or consent to the release
of parts of the mortgaged property from the lien
of the mortgage.
(c) Debentures; form and amounts

Debentures issued under this section—
(1) shall be in such form and amounts;
(2) shall be subject to such terms and condi-

tions;
(3) shall include such provisions for redemp-

tion, if any, as may be prescribed by the Sec-
retary of Housing and Urban Development,
with the approval of the Secretary of the
Treasury; and

(4) may be in book entry or certificated reg-
istered form, or such other form as the Sec-
retary of Housing and Urban Development
may prescribe in regulations.

(d) Debentures; issuance; negotiability; terms;
tax exemptions

The debentures issued under this section to
any mortagee 1 with respect to mortgages in-
sured under section 1709 of this title shall be is-
sued in the name of the Mutual Mortgage Insur-
ance Fund as obligor and shall be negotiable,
and, if in book entry form, transferable, in the
manner described by the Secretary in regula-
tions. All such debentures shall be dated as of
the date foreclosure proceedings were instituted,
or the property was otherwise acquired by the
mortgagee after default: Provided, That deben-
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tures issued pursuant to claims for insurance
filed on or after September 2, 1964 shall be dated
as of the date of default or as of such later date
as the Secretary, in his discretion, may estab-
lish by regulation. The debentures shall bear in-
terest from such date at a rate established by
the Secretary pursuant to section 1715o of this
title, payable semiannually on the 1st day of
January and the 1st day of July of each year,
and shall mature twenty years after the date
thereof. Such debentures as are issued in ex-
change for property covered by mortgages in-
sured under section 1709 or section 1713 of this
title prior to February 3, 1938 shall be subject
only to such Federal, State, and local taxes as
the mortgages in exchange for which they are is-
sued would be subject to in the hands of the
holder of the debentures and shall be a liability
of the Mutual Mortgage Insurance Fund, but
such debentures shall be fully and uncondition-
ally guaranteed as to principal and interest by
the United States; but any mortgagee entitled
to receive any such debentures may elect to re-
ceive in lieu thereof a cash adjustment and de-
bentures issued as hereinafter provided and
bearing the current rate of interest. Such deben-
tures as are issued in exchange for property cov-
ered by the mortgages insured after February 3,
1938, shall be exempt, both as to principal and
interest, from all taxation (except surtaxes, es-
tate, inheritance, and gift taxes) now or here-
after imposed by the United States, by any Ter-
ritory, dependency, or possession thereof, or by
any State, county, municipality, or local taxing
authority; and such debentures shall be paid out
of the Mutual Mortgage Insurance Fund, which
shall be primarily liable therefor, and they shall
be fully and unconditionally guaranteed as to
principal and interest by the United States, and,
in the case of debentures issued in certificated
registered form, such guaranty shall be ex-
pressed on the face of the debentures. In the
event that the Mutual Mortgage Insurance Fund
fails to pay upon demand, when due, the prin-
cipal of or interest on any debentures issued
under this section, the Secretary of the Treas-
ury shall pay to the holders the amount thereof
which is authorized to be appropriated, out of
any money in the Treasury not otherwise appro-
priated, and thereupon to the extent of the
amount so paid the Secretary of the Treasury
shall succeed to all the rights of the holders of
such debentures.
(e) Certificate of claim

(1) Subject to paragraph (2), the certificate of
claim issued by the Secretary to any mortgagee
shall be for an amount which the Secretary de-
termines to be sufficient, when added to the face
value of the debentures issued and the cash ad-
justment paid to the mortgagee, to equal the
amount which the mortgagee would have re-
ceived if, at the time of the conveyance to the
Secretary of the property covered by the mort-
gage, the mortgagor had redeemed the property
and paid in full all obligations under the mort-
gage and a reasonable amount for necessary ex-
penses incurred by the mortgagee in connection
with the foreclosure proceedings, or the acquisi-
tion of the mortgaged property otherwise, and
the conveyance thereof to the Secretary. Each

such certificate of claim shall provide that there
shall accrue to the holder of such certificate
with respect to the face amount of such certifi-
cate, an increment at the rate of 3 per centum
per annum which shall not be compounded. The
amount to which the holder of any such certifi-
cate shall be entitled shall be determined as pro-
vided in subsection (f) of this section.

(2) A certificate of claim shall not be issued
and the provisions of paragraph (1) of this sub-
section shall not be applicable in the case of a
mortgage accepted for insurance pursuant to a
commitment issued on or after September 2,
1964.
(f) Division of excess proceeds; settlement of cer-

tificates of claims and refunds to mortgagors
(1) If, after deducting (in such manner and

amount as the Secretary shall determine to be
equitable and in accordance with sound account-
ing practice) the expenses incurred by the Sec-
retary, the net amount realized from any prop-
erty conveyed to the Secretary under this sec-
tion and the claims assigned therewith exceed
the face value of the debentures issued and the
cash paid in exchange for such property plus all
interest paid on such debentures, such excess
shall be divided as follows:

(i) If such excess is greater than the total
amount payable under the certificate of claim
issued in connection with such property, the
Secretary shall pay to the holder of such cer-
tificate the full amount so payable, and any
excess remaining thereafter shall be paid to
the mortgagor of such property if the mort-
gage was insured under section 1709 of this
title: Provided, That on and after September 2,
1964, any excess remaining after payment to
the holder of the full amount of the certificate
of claim, together with the accrued interest
increment thereon, shall be retained by the
Secretary and credited to the applicable insur-
ance fund; and

(ii) If such excess is equal to or less than the
total amount payable under such certificate of
claim, the Secretary shall pay to the holder of
such certificate the full amount of such ex-
cess.

(2) Notwithstanding any other provisions of
this section, the Secretary is authorized, with
respect to mortgages insured pursuant to com-
mitments for insurance issued after August 11,
1955, and, with the consent of the mortgagee or
mortgagor, as the case may be, with respect to
mortgages insured pursuant to commitments is-
sued prior to such date, to effect the settlement
of certificates of claim and refunds to mortga-
gors at any time after the sale or transfer of
title to the property conveyed to the Secretary
under this section and without awaiting the
final liquidation of such property for the pur-
pose of determining the net amount to be real-
ized therefrom: Provided, That the settlement
authority created by the Housing Amendments
of 1955 shall be terminated with respect to any
certificates of claim outstanding as of Septem-
ber 2, 1964.

(3) With the consent of the holder thereof, the
Secretary is authorized, without awaiting the
final liquidation of the Secretary’s interest in
the property, to settle any certificate of claim
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issued pursuant to subsection (e) of this section,
with respect to which settlement had not been
effected prior to September 2, 1964, by making
payment in cash to the holder thereof of such
amount not exceeding the face amount of the
certificate of claim, together with the accrued
interest thereon, as the Secretary may consider
appropriate: Provided, That in any case where
the certificate of claim is settled in accordance
with the provisions of this paragraph, any
amounts realized after September 2, 1964, in the
liquidation of the Secretary’s interest in the
property, shall be retained by the Secretary and
credited to the applicable insurance fund.
(g) Handling and disposal of property; settlement

of claims
Notwithstanding any other provision of law

relating to the acquisition, handling, or disposal
of real property by the United States, the Sec-
retary shall have power to deal with, complete,
rent, renovate, modernize, insure, or sell for
cash or credit, in his discretion, any properties
conveyed to him in exchange for debentures and
certificates of claim as provided in this section;
and notwithstanding any other provision of law,
the Secretary shall also have power to pursue to
final collection, by way of compromise or other-
wise, all claims against mortgagors assigned by
mortgagees to the Secretary as provided in this
section: Provided, That section 5 of title 41 shall
not be construed to apply to any contract for
hazard insurance, or to any purchase or contract
for services or supplies on account of such prop-
erty if the amount thereof does not exceed
$1,000. The Secretary shall, by regulation, carry
out a program of sales of such properties and
shall develop and implement appropriate credit
terms and standards to be used in carrying out
the program. The power to convey and to exe-
cute in the name of the Secretary deeds of con-
veyance, deeds of release, assignments and satis-
factions of mortgages, and any other written in-
strument relating to real or personal property
or any interest therein heretofore or hereafter
acquired by the Secretary pursuant to the provi-
sions of this chapter, may be exercised by an of-
ficer appointed by him, without the execution of
any express delegation of power or power of at-
torney: Provided, That nothing in this sub-
section shall be construed to prevent the Sec-
retary from delegating such power by order or
by power of attorney, in his discretion, to any
officer, agent, or employee he may appoint: And
provided further, That a conveyance or transfer
of title to real or personal property or an inter-
est therein to the Secretary of Housing and
Urban Development, his successors and assigns,
without identifying the Secretary therein, shall
be deemed a proper conveyance or transfer to
the same extent and of like effect as if the Sec-
retary were personally named in such convey-
ance or transfer. The Secretary may sell real
and personal property acquired by the Secretary
pursuant to the provisions of this chapter on
such terms and conditions as the Secretary may
prescribe.
(h) Disposition of assets in revitalization areas

(1) In general
The purpose of this subsection is to require

the Secretary to carry out a program under

which eligible assets (as such term is defined
in paragraph (2)) shall be made available for
sale in a manner that promotes the revitaliza-
tion, through expanded homeownership oppor-
tunities, of revitalization areas. Notwith-
standing the authority under the last sentence
of subsection (g) of this section, the Secretary
shall dispose of all eligible assets under the
program and shall establish the program in ac-
cordance with the requirements under this
subsection.
(2) Eligible assets

For purposes of this subsection, the term
‘‘eligible asset’’ means any of the following as-
sets of the Secretary:

(A) Properties
Any property that—

(i) is designed as a dwelling for occu-
pancy by 1 to 4 families;

(ii) is located in a revitalization area;
(iii) was previously subject to a mort-

gage insured under the provisions of this
chapter; and

(iv) is owned by the Secretary pursuant
to the payment of insurance benefits under
this chapter.

(B) Mortgages
Any mortgage that—

(i) is an interest in a property that meets
the requirements of clauses (i) and (ii) of
subparagraph (A);

(ii) was previously insured under the pro-
visions of this chapter; and

(iii) is held by the Secretary pursuant to
the payment of insurance benefits under
this chapter.

For purposes of this subsection, an asset
under this subparagraph shall be considered
to be located in a revitalization area, or in
the asset control area of a preferred pur-
chaser, if the property described in clause (i)
is located in such area.
(C) Future interests

Any contingent future interest of the Sec-
retary in an asset described in subparagraph
(A) or (B).

(3) Revitalization areas
The Secretary shall designate areas as revi-

talization areas for purposes of this sub-
section. Before designation of an area as a re-
vitalization area, the Secretary shall consult
with affected units of general local govern-
ment and interested nonprofit organizations.
The Secretary may designate as revitalization
areas only areas that meet one of the follow-
ing requirements:

(A) Very-low income area
The median household income for the area

is less than 60 percent of the median house-
hold income for—

(i) in the case of any area located within
a metropolitan area, such metropolitan
area; or

(ii) in the case of any area not located
within a metropolitan area, the State in
which the area is located.

(B) High concentration of eligible assets
A high rate of default or foreclosure for

single family mortgages insured under this
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chapter has resulted, or may result, in the
area—

(i) having a disproportionately high con-
centration of eligible assets, in comparison
with the concentration of such assets in
surrounding areas; or

(ii) being detrimentally impacted by eli-
gible assets in the vicinity of the area.

(C) Low home ownership rate
The rate for home ownership of single fam-

ily homes in the area is substantially below
the rate for homeownership in the metro-
politan area.

(4) Preference for sale to preferred purchasers
The Secretary shall provide a preference,

among prospective purchasers of eligible as-
sets, for sale of such assets to any purchaser
who—

(A) is—
(i) the unit of general local government

having jurisdiction with respect to the
area in which are located the eligible as-
sets to be sold; or

(ii) a nonprofit organization;

(B) in making a purchase under the pro-
gram under this subsection—

(i) establishes an asset control area,
which shall be an area that consists of part
or all of a revitalization area; and

(ii) purchases all interests of the Sec-
retary in all assets of the Secretary that,
at any time during the period which shall
be set forth in the sale agreement required
under paragraph (7)—

(I) are or become eligible assets; and
(II) are located in the asset control

area of the purchaser; and

(C) has the capacity to carry out the pur-
chase of eligible assets under the program
under this subsection and under the provi-
sions of this paragraph.

(5) Agreements required for purchase
(A) Preferred purchasers

Under the program under this subsection,
the Secretary may sell an eligible asset as
provided in paragraph (4) to a preferred pur-
chaser only pursuant to a binding agreement
by the preferred purchaser that the eligible
asset will be used in conjunction with a
home ownership plan that provides as fol-
lows:

(i) The plan has as its primary purpose
the expansion of home ownership in, and
the revitalization of, the asset control
area, established pursuant to paragraph
(4)(B)(i) by the purchaser, in which the eli-
gible asset is located.

(ii) Under the plan, the preferred pur-
chaser has established, and agreed to
meet, specific performance goals for in-
creasing the rate of home ownership for el-
igible assets in the asset control area that
are under the purchaser’s control. The
plan shall provide that the Secretary may
waive or modify such goals or deadlines
only upon a determination by the Sec-
retary that a good faith effort has been
made in complying with the goals through

the homeownership plan and that excep-
tional neighborhood conditions prevented
attainment of the goal.

(iii) Under the plan, the preferred pur-
chaser has established rehabilitation
standards that meet or exceed the stand-
ards for housing quality established under
subparagraph (B)(iii) by the Secretary, and
has agreed that each asset property for an
eligible asset purchased will be rehabili-
tated in accordance with such standards.

(B) Non-preferred purchasers
Under the program under this subsection,

the Secretary may sell an eligible asset to a
purchaser who is not a preferred purchaser
only pursuant to a binding agreement by the
purchaser that complies with the following
requirements:

(i) The purchaser has agreed to meet spe-
cific performance goals established by the
Secretary for home ownership of the asset
properties for the eligible assets purchased
by the purchaser, except that the Sec-
retary may, by including a provision in the
sale agreement required under paragraph
(7), provide for a lower rate of home owner-
ship in sales involving exceptional circum-
stances.

(ii) The purchaser has agreed that each
asset property for an eligible asset pur-
chased will be rehabilitated to comply
with minimum standards for housing qual-
ity established by the Secretary for pur-
poses of the program under this sub-
section.

(6) Discount for preferred purchasers
(A) In general

For the purpose of providing a public pur-
pose discount for the bulk sales of eligible
assets made under the program under this
subsection by preferred purchasers, each eli-
gible asset sold through the program under
this subsection to a preferred purchaser
shall be sold at a price that is discounted
from the value of the asset, as based on the
appraised value of the asset property (as
such term is defined in paragraph (8)).

(B) Appraisals
The Secretary shall require that each ap-

praisal of an eligible asset under this para-
graph is based upon—

(i) the market value of the asset prop-
erty in its ‘‘as is’’ physical condition,
which shall take into consideration age
and condition of major mechanical and
structural systems; and

(ii) the value of the property appraised
for home ownership.

(C) Discount classes
The Secretary, in the sole discretion of the

Secretary, shall establish the discount under
this paragraph for an eligible asset, which
shall be in one of the following amounts:

(i) Standard discount
In the case only of eligible assets with

asset properties that, at the time of sale
under this subsection, do not meet the
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standards for housing quality established
pursuant to paragraph (5)(B)(ii), an
amount that—

(I) is appropriate to provide reasonable
resources for the improvement 2 such as-
sets; and

(II) takes into consideration the finan-
cial safety and soundness of the Mutual
Mortgage Insurance Fund.

(ii) Deep discount
In the case only of eligible assets de-

scribed in clause (i) for which the Sec-
retary determines a deep discount is ap-
propriate, an amount that exceeds the
amount of a standard discount under
clause (i). In making a determination
whether a deep discount is appropriate, the
Secretary may consider the condition of
the asset property, the extent of resources
available to the preferred purchaser, the
comprehensive revitalization plan under-
taken by such purchaser, or any other cir-
cumstances the Secretary considers appro-
priate.
(iii) Minimal discount

In the case only of eligible assets with
asset properties that, at the time of sale
under this subsection, meet or substan-
tially meet the standards for housing qual-
ity established pursuant to paragraph
(5)(B)(ii), an amount that is less than the
amount of a standard discount under
clause (i) of this subparagraph and is suffi-
cient to provide assistance to the preferred
purchaser in meeting costs associated with
compliance with the program require-
ments under this subsection.

(D) Determination of discount class
The Secretary shall, in the sole discretion

of the Secretary, establish a method for de-
termining which discount under clause (i) or
(ii) 2 subparagraph (C) shall be provided for
an eligible asset that is described in such
clause (i) and sold to a preferred purchaser.
The method may result in the assignment of
discounts on any basis consistent with sub-
paragraph (C) that the Secretary considers
appropriate to carry out the purposes of this
subsection.

(7) Sale agreement
The Secretary may sell an eligible asset

under this subsection only pursuant to a sale
agreement entered into under this paragraph
with the purchaser, which shall include the
following provisions:

(A) Assets
The sale agreement shall identify the eli-

gible assets to be purchased and the inter-
ests sold.
(B) Revitalization area and asset control area

The sale agreement shall identify—
(i) the boundaries of the specific revital-

ization areas (or portions thereof) in which
are located the eligible assets that are cov-
ered by the agreement; and

(ii) in the case of a preferred purchaser,
the asset control area established pursuant
to paragraph (4)(B)(i) that is covered by
the agreement.

(C) Financing
The sale agreement shall identify the

sources of financing for the purchase of the
eligible assets.
(D) Binding agreements

The sale agreement shall contain binding
agreements by the purchaser sufficient to
comply with—

(i) in the case of a preferred purchaser,
the requirements under paragraph (5)(A),
which agreements shall provide that the
eligible assets purchased will be used in
conjunction with a home ownership plan
meeting the requirements of such para-
graph, and shall set forth the terms of the
homeownership plan, including—

(I) the goals of the plan for the eligible
assets purchased and for the asset con-
trol area subject to the plan;

(II) the revitalization areas (or por-
tions thereof) in which the homeowner-
ship plan is operating or will operate;

(III) the specific use or disposition of
the eligible assets under the plan; and

(IV) any activities to be conducted and
services to be provided under the plan; or

(ii) in the case of a purchaser who is not
a preferred purchaser, the requirements
under paragraph (5)(B).

(E) Purchase price and discount
The sale agreement shall establish the

purchase price of the eligible assets, which
in the case of a preferred purchaser shall
provide for a discount in accordance with
paragraph (6).
(F) Housing quality

The sale agreement shall provide for com-
pliance of the eligible assets purchased with
the rehabilitation standards established
under paragraph (5)(A)(iii) or the minimum
standards for housing quality established
under paragraph (5)(B)(ii), as applicable, and
shall specify such standards.
(G) Performance goals and sanctions

The sale agreement shall set forth the spe-
cific performance goals applicable to the
purchaser, in accordance with paragraph (5),
shall set forth any sanctions for failure to
meet such goals and deadlines, and shall re-
quire the purchaser to certify compliance
with such goals.
(H) Period covered

The sale agreement shall establish—
(i) in the case of a preferred purchaser,

the time period referred to in paragraph
(4)(B)(ii); and

(ii) in the case of a purchaser who is not
a preferred purchaser, the time period for
purchase of eligible assets that may be
covered by the purchase.

(I) Other terms
The agreement shall contain such other

terms and conditions as may be necessary to
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require that eligible assets purchased under
the agreement are used in accordance with
the program under this subsection.

(8) Definitions
For purposes of this subsection, the follow-

ing definitions shall apply:

(A) Asset control area
The term ‘‘asset control area’’ means the

area established by a preferred purchaser
pursuant to paragraph (4)(B)(i).

(B) Asset property
The term ‘‘asset property’’ means—

(i) with respect to an eligible asset that
is a property, such property; and

(ii) with respect to an eligible asset that
is a mortgage, the property that is subject
to the mortgage.

(C) Eligible asset
The term ‘‘eligible asset’’ means an asset

described in paragraph (2).

(D) Nonprofit organization
The term ‘‘nonprofit organization’’ means

a private organization that—
(i) is organized under State or local laws;
(ii) has no part of its net earnings inur-

ing to the benefit of any member, share-
holder, founder, contributor, or individual;
and

(iii) complies with standards of financial
responsibility that the Secretary may re-
quire.

(E) Preferred purchaser
The term ‘‘preferred purchaser’’ means a

purchaser described in paragraph (4).

(F) Unit of general local government
The term ‘‘unit of general local govern-

ment’’ means any city, town, township,
county, parish, village, or other general pur-
pose political subdivision of a State.

(9) Secretary�s discretion
The Secretary shall have the authority to

implement and administer the program under
this subsection in such manner as the Sec-
retary may determine. The Secretary may, in
the sole discretion of the Secretary, enter into
contracts to provide for the proper adminis-
tration of the program with such public or
nonprofit entities as the Secretary determines
are qualified.

(10) Regulations
The Secretary shall issue regulations to im-

plement the program under this subsection
through rulemaking in accordance with the
procedures established under section 553 of
title 5 regarding substantive rules. Such regu-
lations shall take effect not later than the ex-
piration of the 2-year period beginning on Oc-
tober 21, 1998.

(i) Mortgagor�s or mortgagee�s interest in prop-
erty or claim conveyed

No mortgagee or mortgagor shall have, and no
certificate of claim shall be construed to give to
any mortgagee or mortgagor, any right or inter-
est in any property conveyed to the Secretary or

in any claim assigned to him; nor shall the Sec-
retary owe any duty to any mortgagee or mort-
gagor with respect to the handling or disposal of
any such property or the collection of any such
claim.
(j) Foreclosure; payment and cessation of obliga-

tion
In the event that any mortgagee under a mort-

gage insured under section 1709 of this title
(other than a mortgagee receiving insurance
benefits under clause (1)(A) of the second sen-
tence of subsection (a) of this section) forecloses
on the mortgaged property but does not convey
such property to the Secretary in accordance
with this section, and the Secretary is given
written notice thereof, or in the event that the
mortgagor pays the obligation under the mort-
gage in full prior to the maturity thereof, and
the mortgagee pays any adjusted premium
charge required under the provisions of section
1709(c) of this title, and the Secretary is given
written notice by the mortgagee of the payment
of such obligation, the obligation to pay any
subsequent premium charge for insurance shall
cease, and all rights of the mortgagee and the
mortgagor under this section shall terminate as
of the date of such notice.
(k) Repealed. Pub. L. 105�276, title VI, § 601(c),

Oct. 21, 1998, 112 Stat. 2673

(l) Nullification of right of redemption of single
family mortgagors

(1) Whenever the Secretary or a contract
mortgagee (pursuant to its contract with the
Secretary) forecloses on a Secretary-held single
family mortgage in any Federal or State court
or pursuant to a power of sale in a mortgage, the
purchaser at the foreclosure sale shall be enti-
tled to receive a conveyance of title to, and pos-
session of, the property, subject to the interests
senior to the interests of the Secretary or the
contract mortgagee, as the case may be. Not-
withstanding any State law to the contrary,
there shall be no right of redemption (including
in all instances any right to possession based
upon any right of redemption) in the mortgagor
or any other person subsequent to the fore-
closure sale in connection with a Secretary-held
single family mortgage. The appropriate State
official or the trustee, as the case may be, shall
execute and deliver a deed or other appropriate
instrument conveying title to the purchaser at
the foreclosure sale, consistent with applicable
procedures in the jurisdiction and without re-
gard to any such right of redemption.

(2) The following actions shall be taken in
order to verify title in the purchaser at the fore-
closure sale:

(A) In the case of a judicial foreclosure in
any Federal or State court, there shall be in-
cluded in the petition and in the judgment of
foreclosure a statement that the foreclosure is
in accordance with this subsection and that
there is no right of redemption in the mortga-
gor or any other person.

(B) In the case of a foreclosure pursuant to
a power of sale provision in the mortgage, the
statement required in subparagraph (A) shall
be included in the advertisement of the sale
and either in the recitals of the deed or other
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3 So in original. Probably should be capitalized.

appropriate instrument conveying title to the
purchaser at the foreclosure sale or in an affi-
davit or addendum to the deed.

(3) For purposes of this subsection:
(A) The term ‘‘contract mortgagee’’ means a

person or entity under a contract with the
Secretary that provides for the assignment of
a single-family mortgage from the Secretary
to the person or entity for the purpose of pur-
suing foreclosure.

(B) the 3 term ‘‘mortgage’’ means a deed of
trust, mortgage, deed to secure debt, security
agreement, or any other form of instrument
under which any interest in property, real,
personal, or mixed, or any interest in prop-
erty, including leaseholds, life estates, rever-
sionary interests, and any other estates under
applicable State law, is conveyed in trust,
mortgaged, encumbered, pledged, or otherwise
rendered subject to a lien, for the purpose of
securing the payment of money or the per-
formance of an obligation.

(C) The term ‘‘Secretary-held single family
mortgage’’ means a single-family mortgage
held by the Secretary or by a contract mortga-
gee at the time of initiation of foreclosure
that—

(i) was formerly insured by the Secretary
under any section of this subchapter; or

(ii) was taken by the Secretary as a pur-
chase money mortgage in connection with
the sale or other transfer of Secretary-
owned property under any section of this
subchapter.

(D) the term ‘‘single-family mortgage’’
means a mortgage that covers property on
which is located a 1-to-4 family residence.

(June 27, 1934, ch. 847, title II, § 204, 48 Stat. 1249;
May 28, 1935, ch. 150, § 29(c), 49 Stat. 300; Feb. 19,
1937, ch. 12, 50 Stat. 20; Feb. 3, 1938, ch. 13, § 3, 52
Stat. 12; June 3, 1939, ch. 175, §§ 9, 10, 53 Stat. 806;
June 28, 1941, ch. 261, § 9, 55 Stat. 365; Oct. 14,
1943, ch. 258, § 1, 57 Stat. 570; Aug. 10, 1948, ch. 832,
title I, § 101(l), (q), 62 Stat. 1273, 1274; Apr. 20,
1950, ch. 94, title I, §§ 105, 122, 64 Stat. 52, 59; Sept.
1, 1951, ch. 378, title VI, § 604(a), 65 Stat. 314; Aug.
2, 1954, ch. 649, title I, §§ 111, 112(a), 113, 68 Stat.
593, 594; Aug. 11, 1955, ch. 783, title I, § 102(a), 69
Stat. 635; Pub. L. 85–104, title I, §§ 107, 108(a),
July 12, 1957, 71 Stat. 297; Pub. L. 86–372, title I,
§§ 114(b), 117, Sept. 23, 1959, 73 Stat. 662, 664; Pub.
L. 87–70, title VI, § 612(b), (c), June 30, 1961, 75
Stat. 180; Pub. L. 88–560, title I, §§ 104(a), 105(a),
Sept. 2, 1964, 78 Stat. 769, 770; Pub. L. 89–117, title
XI, § 1108(d), Aug. 10, 1965, 79 Stat. 504; Pub. L.
90–19, § 1(a)(2), (3), (4), (d), May 25, 1967, 81 Stat.
17, 18; Pub. L. 98–181, title IV, § 426, Nov. 30, 1983,
97 Stat. 1218; Pub. L. 100–242, title V, § 569, Feb.
5, 1988, 101 Stat. 1948; Pub. L. 100–628, title X,
§ 1064(a), (b), Nov. 7, 1988, 102 Stat. 3275; Pub. L.
101–235, title I, § 136, Dec. 15, 1989, 103 Stat. 2028;
Pub. L. 102–550, title V, § 516(a), Oct. 28, 1992, 106
Stat. 3790; Pub. L. 104–99, title IV, § 407(a), Jan.
26, 1996, 110 Stat. 45; Pub. L. 104–134, title I,
§ 101(e) [title II, § 221(a)], Apr. 26, 1996, 110 Stat.
1321–257, 1321–290; renumbered title I, Pub. L.
104–140, § 1(a), May 2, 1996, 110 Stat. 1327; Pub. L.
105–276, title VI, §§ 601(a), (c), (d), 602, Oct. 21,
1998, 112 Stat. 2670, 2673, 2674.)

REFERENCES IN TEXT

The Housing Amendments of 1955, referred to in sub-
sec. (f)(2), is act Aug. 11, 1955, ch. 783, 69 Stat. 635, as
amended. For complete classification of this Act to the
Code, see Short Title of 1955 Amendments note set out
under section 1701 of this title and Tables.

AMENDMENTS

1998—Subsec. (a). Pub. L. 105–276, § 601(a), inserted
heading and amended text generally, substituting
present provisions for provisions which authorized
mortgagee of foreclosed property to receive insurance
benefit upon conveyance to Secretary of title and as-
signment of claims, or upon foreclosure sale or ap-
proved sale after default where at least fair market
value was received, set maintenance of property as con-
dition of receipt of benefit, provided that obligation to
pay premium would cease upon conveyance and assign-
ment and debentures would issue having par value
equal to value of mortgage, and set forth provisions de-
tailing amounts to be included in debentures or cash
payment and provisions authorizing extension or modi-
fication of mortgage where default was due to circum-
stances beyond control of mortgagor.

Subsec. (g). Pub. L. 105–276, § 601(d), inserted at end
‘‘The Secretary may sell real and personal property ac-
quired by the Secretary pursuant to the provisions of
this chapter on such terms and conditions as the Sec-
retary may prescribe.’’

Subsecs. (h), (i). Pub. L. 105–276, § 602, added subsec.
(h) and redesignated former subsec. (h) as (i).

Subsec. (k). Pub. L. 105–276, § 601(c), struck out subsec.
(k) which read as follows: ‘‘Notwithstanding any other
provision of this section or of section 1739 or 1750c of
this title and with respect to any debentures issued in
exchange for properties conveyed to and accepted by
the Secretary after September 23, 1959 in accordance
with such sections, the Secretary may (1) include in de-
bentures reasonable payments made by the mortgagee
with the approval of the Secretary for the purpose of
protecting, operating, or preserving the property, and
taxes imposed upon any deed or any other instrument
by which the property was acquired by the mortgagee
and transferred or conveyed to the Secretary; (2) in-
clude in debentures as a portion of foreclosure costs (to
the extent that foreclosure costs may be included in
such debentures by any other provision of this chapter)
payments made by the mortgagee for the cost of ac-
quiring the property and conveying and evidencing
title to the property to the Secretary; and (3) termi-
nate the mortgagee’s obligation to pay mortgage insur-
ance premiums upon receipt of an application for de-
bentures filed by the mortgagee, or in the event the
contract of insurance is terminated pursuant to section
1715t of this title.’’

1996—Subsec. (a). Pub. L. 104–134, in penultimate pro-
viso of last sentence, substituted ‘‘special forebear-
ance’’ for ‘‘special foreclosure’’.

Pub. L. 104–99 inserted ‘‘: And provided further, That
the Secretary may pay insurance benefits to the mort-
gagee to recompense the mortgagee for its actions to
provide an alternative to the foreclosure of a mortgage
that is in default, which actions may include special
foreclosure, loan modification, and deeds in lieu of fore-
closure, all upon terms and conditions as the mortga-
gee shall determine in the mortgagee’s sole discretion,
within guidelines provided by the Secretary, but which
may not include assignment of a mortgage to the Sec-
retary: And provided further, That for purposes of the
preceding proviso, no action authorized by the Sec-
retary and no action taken, nor any failure to act, by
the Secretary or the mortgagee shall be subject to judi-
cial review.’’ before period at end of last sentence.

1992—Subsec. (a). Pub. L. 102–550, § 516(a)(1), in fifth
sentence, substituted ‘‘issue to the mortgagee deben-
tures having a par value’’ for ‘‘, subject to the cash ad-
justment hereinafter provided, issue to the mortgagee
debentures having a total face value’’.

Subsec. (c). Pub. L. 102–550, § 516(a)(2), added subsec.
(c) and struck out former subsec. (c) which read as fol-
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lows: ‘‘Debentures issued under this section shall be in
such form and denominations in multiples of $50, shall
be subject to such terms and conditions, and shall in-
clude such provisions for redemption, if any, as may be
prescribed by the Secretary with the approval of the
Secretary of the Treasury, and may be in coupon or
registered form. Any difference between the value of
the mortgage determined as herein provided and the
aggregate face value of the debentures issued, not to
exceed $350, shall be adjusted by the payment of cash
by the Secretary to the mortgagee from the Mutual
Mortgage Insurance Fund.’’

Subsec. (d). Pub. L. 102–550, § 516(a)(3), (4), in first sen-
tence, substituted ‘‘issued in the name of’’ for ‘‘exe-
cuted in the name of’’ and ‘‘and shall be negotiable,
and, if in book entry form, transferable, in the manner
described by the Secretary in regulations’’ for ‘‘, shall
be signed by the Secretary by either his written or en-
graved signature, and shall be negotiable’’ and in fifth
sentence, substituted ‘‘and, in the case of debentures is-
sued in certificated registered form, such guaranty’’ for
‘‘and such guaranty’’.

1989—Subsec. (a). Pub. L. 101–235, § 136(a), inserted
after third sentence ‘‘As a condition of the receipt of
such benefits, the mortgagee shall maintain or assure
the maintenance of the mortgaged property (in such
manner as the Secretary shall by regulation provide)
during the period beginning on the taking of the pos-
session or other acquisition of the mortgaged property
by the mortgagee and ending on conveyance to the Sec-
retary or other disposition of the mortgaged property
in accordance with this section, and funds expended by
the mortgagee in meeting such obligation shall be in-
cluded, to the extent provided in this subsection or in
subsection (k) of this section, in debentures or other in-
surance payment pursuant to this section.’’

Subsec. (g). Pub. L. 101–235, § 136(b), inserted after
first sentence ‘‘The Secretary shall, by regulation,
carry out a program of sales of such properties and
shall develop and implement appropriate credit terms
and standards to be used in carrying out the program.’’

1988—Subsec. (a). Pub. L. 100–628, § 1064(a)(1), (2), in
second sentence, substituted ‘‘(1)(A) upon sale’’ for ‘‘(1)
upon sale’’, inserted cl. (B), and substituted ‘‘; and (2)’’
for ‘‘, and (2)’’.

Pub. L. 100–628, § 1064(b)(1), in third sentence, sub-
stituted ‘‘November 30, 1983 (on or after November 7,
1988, with respect to the payment of benefits under
clause (1)(B) of the preceding sentence),’’ for ‘‘the effec-
tive date of this sentence’’.

Pub. L. 100–628, § 1064(b)(2)(A), in fifth sentence,
struck out ‘‘foreclosure’’ before ‘‘sale of the property:
Provided’’.

Subsec. (j). Pub. L. 100–628, § 1064(b)(2)(B), inserted
‘‘clause (1)(A) of’’ before ‘‘the second sentence’’.

Subsec. (l). Pub. L. 100–242 added subsec. (l).
1983—Subsec. (a). Pub. L. 98–181, § 426(a), inserted pro-

vision authorizing the Secretary to make the benefit of
the insurance available to the mortgagee upon sale of
the insured property at foreclosure and assignment of
all claims to the Secretary and provision relating to
payment of benefits pursuant to a commitment to in-
sure issued on or after the effective date of this sen-
tence [Nov. 30, 1983], and substituted ‘‘any amount re-
ceived as rent or other income from the property, less
reasonable expenses incurred in handling the property,
after either of such dates, and, in the case of insurance
benefits paid in accordance with the second sentence of
this section, any amount received upon the foreclosure
sale of the property’’ for ‘‘and any amount received as
rent or other income from the property, less reasonable
expenses incurred in handling the property, after either
of such dates’’.

Subsec. (j). Pub. L. 98–181, § 426(b), inserted ‘‘(other
than a mortgagee receiving insurance benefits under
the second sentence of subsection (a) of this section)’’
after ‘‘section 1709 of this title’’.

1967—Pub. L. 90–19, § 1(a)(2), substituted ‘‘Secretary of
Housing and Urban Development’’ for ‘‘Federal Housing
Commissioner’’ in subsec. (g).

Pub. L. 90–19, § 1(a)(3), substituted ‘‘Secretary’’ for
‘‘Commissioner’’ wherever appearing in subsecs. (a) to
(d), (e)(1), (f)(1), (f)(1)(i), (ii), (f)(2), (3), (g), (h), (j), and
(k).

Subsec. (f)(3). Pub. L. 90–19, § 1(a)(4), substituted ‘‘Sec-
retary’s’’ for ‘‘Commissioner’s’’ wherever appearing.

Subsec. (g). Pub. L. 90–19, § 1(d), substituted ‘‘an offi-
cer’’ for ‘‘the Commissioner or by any Assistant Com-
missioner’’.

1965—Subsec. (a). Pub. L. 89–117, § 1108(d)(1), struck
out reference to section 1715a of this title after ref-
erence to section 1709 of this title in first sentence.

Subsec. (c). Pub. L. 89–117, § 1108(d)(2), substituted
‘‘Mutual Mortgage Insurance Fund’’ for ‘‘Fund as to
mortgages insured under section 1709 of this title and
from the Housing Fund as to mortgages insured under
section 1715a of this title’’.

Subsec. (d). Pub. L. 89–117, § 1108(d)(3)–(6), removed all
references to debentures issued with respect to mort-
gages insured under section 1715a of this title and to
the Housing Insurance Fund and substituted Mutual
Mortgage Insurance Fund for Fund wherever appearing.

Subsec. (f). Pub. L. 89–117, § 1108(d)(7), struck out pro-
vision of subpar. (1)(i) calling for retention of excess by
Commissioner and credit to the Housing Insurance
Fund in the case of mortgages insured under section
1713 of this title.

1964—Subsec. (a). Pub. L. 88–560, §§ 104(a), 105(a)(1)–(3),
(6)(B), amended provisions as follows; section 104(a), in
proviso reading ‘‘And provided further, That with re-
spect to any mortgage covering a one-, two-, three-, or
four-family residence’’, struck out ‘‘and it is probable
that the mortgage will be restored to good standing
within a reasonable period of time’’ after ‘‘control of
the mortgagor’’, substituted ‘‘upon such terms and con-
ditions’’ for ‘‘under such regulations and conditions’’,
incorporated authority of Commissioner to ‘‘extend the
time for curing default and enter into an agreement
with the mortgage providing that if the mortgage is
subsequently foreclosed, any interest accruing after the
date of the agreement which is not paid by the mortga-
gor may be included in the debentures’’ in cl. (1), and
provided for remainder of cl. (1), cl. (2) and consider-
ation of the principal amount of the mortgage, as modi-
fied, as the ‘‘original principal obligation of the mort-
gage’’ for purpose of computing total face value of de-
bentures to be issued or cash payment to be made by
Commissioner to a mortgagee; section 105(a)(1) sub-
stituted in third sentence ‘‘charges for the administra-
tion, operation, maintenance and repair of community-
owned property or the maintenance and repair of the
mortgaged property, the obligation for which arises out
of a covenant filed for record and approved by the Com-
missioner prior to the insurance of the mortgage, in-
surance on the mortgaged property, and any mortgage
insurance premiums’’ for ‘‘insurance on the mortgaged
property, and any mortgage insurance premiums paid
after either of such dates’’; section 105(a)(2) inserted
provisos reading ‘‘And provided further, That with re-
spect to a mortgage accepted for insurance pursuant to
a commitment issued on or after September 2, 1964, the
Commissioner may include in debentures or in the cash
payment on amount not to exceed the foreclosure, ac-
quisition, and conveyance costs actually paid by the
mortgagee and approved by the Commissioner’’ and
‘‘And provided further, That with respect to a mortgage
accepted for insurance pursuant to a commitment is-
sued prior to September 2, 1964, the Commissioner may,
with the consent of the mortgagee (in lieu of issuing a
certificate of claim as provided in subsection (e)), in-
cluded in debentures or in the cash payment, in addi-
tion to amounts otherwise allowed for such costs, an
amount not to exceed one-third of the total foreclosure,
acquisition, and conveyance costs actually paid by the
mortgagee and approved by the Commissioner, but in
no event may the total allowance for such costs exceed
the amount actually paid by the mortgagee:’’; section
105(a)(3) struck out from proviso reading ‘‘And provided
further, That with respect to mortgages to which the
provisions of sections 532 and 536 of Appendix To Title
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50 apply’’ the words ‘‘and the payment of insurance pre-
miums’’ after ‘‘on account of interest on debentures’’
and inserted after such proviso ‘‘And provided further,
That where the claim is paid in cash there shall be in-
cluded in the cash payment an amount equivalent to
the compensation for loss of debenture interest that
would be included in computing debentures if such
claim were being paid in debentures’’; and section
105(a)(6)(B) substituted ‘‘and (subject to subsection
(e)(2) of this section) a certificate of claim’’ for ‘‘and a
certificate of claim’’ in second sentence.

Subsec. (c). Pub. L. 88–560, § 105(a)(4), increased limi-
tation on the difference between the value of the mort-
gage and the aggregate face value of the debentures is-
sued from $50 to $350.

Subsec. (d). Pub. L. 88–560, § 105(a)(5), substituted
‘‘: Provided, That debentures issued pursuant to claims
for insurance filed on or after September 2, 1964 shall be
dated as of the date of default or as of such later date
as the Commissioner, in his discretion, may establish
by regulation. The debentures’’ for ‘‘, except that de-
bentures issued pursuant to the provisions of section
1715k(f), 1715l(g), and 1715x of this title may be dated as
of the date the mortgage is assigned (or the property is
conveyed) to the Commissioner, and’’ in second sen-
tence.

Subsec. (e). Pub. L. 88–560, § 105(a)(6)(A), designated
existing provisions as par. (1), substituted ‘‘Subject to
paragraph (2), the certificate’’ for ‘‘The certificate’’,
and added par. (2).

Subsec. (f). Pub. L. 88–560, § 105(a)(7)–(11), designated
introductory par. as par. (1) and substituted ‘‘If, after
deducting (in such manner and amount as the Commis-
sioner shall determine to be equitable and in accord-
ance with sound accounting practice) the expenses in-
curred by the Commissioner, the net amount realized
from any property conveyed to the Commissioner under
this section and the claims assigned therewith exceed
the face value’’ for ‘‘If the net amount realized from
any property conveyed to the Commissioner under this
section and the claims assigned therewith, after de-
ducting all expenses incurred by the Commissioner in
handling, dealing with, and disposing of such property
and in collecting such claims, exceeds the face value’’;
redesignated former par. (1) as (i) and inserted proviso;
redesignated former par. (2) as (ii); designated conclud-
ing par. as par. (2) and inserted proviso; and added par.
(3), respectively.

1961—Subsec. (d). Pub. L. 87–70, § 612(b), permitted de-
bentures issued pursuant to provisions of section
1715k(f), 1715l(g), and 1715x of this title to be dated as of
the date the mortgage is assigned (or the property is
conveyed) to the Commissioner.

Subsec. (g). Pub. L. 87–70, § 612(c), included instru-
ments relating to personal property, and inserted pro-
viso requiring that a conveyance or transfer of title to
real or personal property or an interest therein to the
Federal Housing Commissioner, his successors and as-
signs, without identifying the Commissioner therein,
shall be deemed a proper conveyance or transfer.

1959—Subsec. (a). Pub. L. 86–372, § 114(b), authorized
the Commissioner, with respect to any mortgage cover-
ing a one-, two-, three-, or four-family residence in-
sured under this chapter, if he finds after notice of de-
fault, that the default was due to circumstances beyond
the control of the mortgagor and it is probable that the
mortgage will be restored to good standing within a
reasonable period of time, to extend the time for curing
default and to enter into an agreement with the mort-
gagee providing that if the mortgage is subsequently
foreclosed, any interest accruing after the date of the
agreement which is not paid by the mortgagor may be
included in the debentures.

Subsec. (k). Pub. L. 86–372, § 117, substituted ‘‘and
with respect to any debentures issued in exchange for
properties conveyed to and accepted by the Commis-
sioner after September 23, 1959 in accordance with such
section’’ for ‘‘with respect to any debentures issued
pursuant to this section or section 1739 or 1750c of this
title’’, and inserted provisions authorizing inclusion as

a portion of the foreclosure costs payments made by
the mortgagee for the cost of acquiring the property
and conveying the evidencing title to the property to
the Commissioner, and permitting the termination of
the mortgagee’s obligation to pay mortgage insurance
premiums in the event the contract of insurance is ter-
minated pursuant to section 1715t of this title.

1957—Subsec. (d). Pub. L. 85–104, § 108(a), substituted
‘‘established by the Commissioner pursuant to section
1715o of this title’’ for ‘‘determined by the Commis-
sioner, with the approval of the Secretary of the Treas-
ury, at the time the mortgage was offered for insur-
ance, but not to exceed 3 per centum per annum’’ in
second sentence.

Subsec. (k). Pub. L. 85–104, § 107, added subsec. (k).
1955—Subsec. (f). Act Aug. 11, 1955, authorized the

Commissioner to effect the settlement of certificates of
claim and refunds to mortgagors.

1954—Subsec. (a). Act Aug. 2, 1954, § 111(l), permitted a
mortgagee to receive in debentures amounts paid by it
for Federal taxes imposed on a deed to it and on a deed
to the Commissioner; (2) substituted, in second proviso,
‘‘or under section 1715e of this title, or with respect to
any mortgage accepted for insurance under section 1709
of this title on or after August 2, 1954,’’ for ‘‘or under
section 1715e of this title’’; and (3) inserted proviso per-
mitting direct conveyances to the Commissioner.

Subsec. (d). Act Aug. 2, 1954, § 112(a), substituted pro-
vision for a straight 20-year maturity on debentures for
former provision that the debentures should mature
‘‘three years after the 1st day of July following the ma-
turity date of the mortgage on the property in ex-
change for which the debentures were issued, except
that debentures issued with respect to mortgages in-
sured under section 1715e of this title shall mature
twenty years after the date of such debentures’’ in sec-
ond sentence.

Subsec. (j). Act Aug. 2, 1954, § 113, added subsec. (j).
1951—Subsec. (d). Sept. 1, 1951, inserted in second sen-

tence the provision that debentures issued with respect
to mortgages insured under section 1715e of this title
shall mature twenty years after the date of such deben-
tures.

1950—Act Apr. 20, 1950, § 122, substituted ‘‘Commis-
sioner’’ for ‘‘Administrator’’ wherever appearing.

Subsec. (a). Act Apr. 20, 1950, § 105, inserted ‘‘or under
section 1715e of this title’’ in second proviso.

1948—Subsec. (a). Act Aug. 10, 1948, § 101(l)(1), (2),
struck out ‘‘prior to July 1, 1944’’ in first proviso and
inserted second proviso.

Subsec. (f). Act Aug. 10, 1948, § 101(q), inserted ‘‘if the
mortgage was insured under section 1709 of this title
and shall be retained by the Administrator and credited
to the Housing Insurance Fund if the mortgage was in-
sured under section 1713 of this title’’ before the colon
in par. (1).

1943—Subsec. (a). Act Oct. 14, 1943, inserted proviso.
1941—Subsec. (a). Act June 28, 1941, substituted ‘‘July

1, 1944’’ for ‘‘July 1, 1941’’ in last sentence.
1939—Subsec. (a). Act June 3, 1939, § 9, amended last

sentence generally.
Subsec. (g). Act June 3, 1939, § 10, inserted last sen-

tence.
1938—Subsecs. (a) to (f). Act Feb. 3, 1938, amended

provisions generally.
Subsecs. (g), (h). Act Feb. 3, 1938, added subsecs. (g)

and (h).
1937—Subsec. (b). Act Joint Res. Feb. 19, 1937, sub-

stituted ‘‘July 1, 1939’’ for ‘‘July 1, 1937’’.
1935—Subsec. (a). Act May 28, 1935, amended last sen-

tence generally.

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105–276, title VI, § 601(b), Oct. 21, 1998, 112 Stat.
2673, provided that: ‘‘The Secretary shall publish a no-
tice in the Federal Register stating the effective date
of the terms and conditions prescribed by the Secretary
under section 204(a)(1) of the National Housing Act [12
U.S.C. 1710(a)(1)], as amended by subsection (a) of this
section. Subsections (a) and (k) of section 204 of the Na-
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tional Housing Act [12 U.S.C. 1710(a), (k)], as in effect
immediately before such effective date, shall continue
to apply to any mortgage insured under section 203 of
the National Housing Act [12 U.S.C. 1709] before such
effective date, except that the Secretary may, at the
request of the mortgagee, pay insurance benefits as
provided in subparagraphs (A) and (D) of section
204(a)(1) of such Act [12 U.S.C. 1710(a)(1)(A), (D)] to cal-
culate insurance benefits in accordance with section
204(a)(5) of such Act [12 U.S.C. 1710(a)(5)].’’

EFFECTIVE DATE OF 1996 AMENDMENT

Section 407(c) of Pub. L. 104–99, as amended by Pub.
L. 104–134, title I, § 101(e) [title II, § 221(d)], Apr. 26, 1996,
110 Stat. 1321–257, 1321–291; renumbered title I, Pub. L.
104–140, § 1(a), May 2, 1996, 110 Stat. 1327; Pub. L. 104–204,
title II, § 203, Sept. 26, 1996, 110 Stat. 2894; Pub. L. 105–33,
title II, § 2002(1), Aug. 5, 1997, 111 Stat. 257, provided
that: ‘‘Except as provided in subsection (e) [110 Stat. 46,
repealed by Pub. L. 105–33, § 2002(2)], the amendments
made by subsections (a) and (b) [amending this section
and section 1715u of this title] shall apply with respect
to mortgages insured under the National Housing Act
[12 U.S.C. 1701 et seq.] that are executed before, on, or
after October 1, 1997.’’

EFFECTIVE DATE OF 1954 AMENDMENT

Section 112(e) of act Aug. 2, 1954, provided that: ‘‘This
section [amending this section and sections 1713, 1748b,
and 1750c of this title] shall not apply in any case where
the mortgage involved was insured or the commitment
for such insurance was issued prior to the effective date
of the Housing Act of 1954 [Aug. 2, 1954].’’

REGULATIONS

Section 101(e) [title II, § 221(c)(1)] of Pub. L. 104–134
provided that: ‘‘Not later than 30 days after the date of
enactment of this Act [Apr. 26, 1996], the Secretary of
Housing and Urban Development shall issue interim
regulations to implement section 407 of the Balanced
Budget Downpayment Act, I [Pub. L. 104–99, amending
this section and section 1715u of this title and enacting
provisions set out as a note above], and the amend-
ments to the National Housing Act made by that sec-
tion.’’

Section 407(d) of Pub. L. 104–99, which directed the
Secretary of Housing and Urban Development to issue
interim regulations to implement section 407 of Pub. L.
104–99 and amendments made by that section (amend-
ing this section and section 1715u of this title and en-
acting provisions set out as a note above) not later
than 60 days after Jan. 26, 1996, was repealed by Pub. L.
104–134, title I, § 101(e) [title II, § 221(c)(2)], Apr. 26, 1996,
110 Stat. 1321–257, 1321–291; renumbered title I, Pub. L.
104–140, § 1(a), May 2, 1996, 110 Stat. 1327.

Section 1064(c) of Pub. L. 100–628 provided that: ‘‘In
developing regulations to carry out the amendments
made by this section [amending this section], the Sec-
retary of Housing and Urban Development may dele-
gate to mortgagees the authority to make determina-
tions on behalf of the Secretary, and the Secretary
shall rely on certifications and post audit reviews to
the greatest extent possible.’’

ASSET CONTROL AREA DEMONSTRATION PROGRAM
AGREEMENTS, CONTRACTS, AND REGULATIONS

Pub. L. 107–206, title I, § 1303, Aug. 2, 2002, 116 Stat.
897, provided that: ‘‘The Secretary of Housing and
Urban Development shall begin to enter into new
agreements and contracts pursuant to the Asset Con-
trol Area Demonstration Program as provided in sec-
tion 602 of Public Law 105–276 [amending this section]
not later than September 15, 2002: Provided, That any
agreement or contract entered into pursuant to such
program shall be consistent with the requirements of
such section 602: Provided further, That the Department
shall develop proposed regulations for this program not
later than September 15, 2002.’’

TRANSFER OF HUD ASSETS IN REVITALIZATION AREAS

Pub. L. 106–554, § 1(a)(7) [title I, § 142], Dec. 21, 2000, 114
Stat. 2763, 2763A–618, provided that: ‘‘In carrying out
the program under section 204(h) of the National Hous-
ing Act (12 U.S.C. 1710(h)), upon the request of the chief
executive officer of a county or the government of ap-
propriate jurisdiction and not later than 60 days after
such request is made, the Secretary of Housing and
Urban Development shall designate as a revitalization
area all portions of such county that meet the criteria
for such designation under paragraph (3) of such sec-
tion.’’

SETTLEMENT COSTS IN THE FINANCING OF FEDERAL
HOUSING ADMINISTRATION AND VETERANS’ ADMINIS-
TRATION ASSISTED HOUSING; STUDY AND RECOM-
MENDATIONS TO CONGRESS ON REDUCTION AND STAND-
ARDIZATION OF COSTS

Pub. L. 91–351, title VII, § 701, July 24, 1970, 84 Stat.
461, provided that:

‘‘(a) With respect to housing built, rehabilitated, or
sold with assistance provided under the National Hous-
ing Act [this chapter] or under chapter 37 of title 38,
United States Code, the Secretary of Housing and
Urban Development and the Administrator of Veterans’
Affairs are respectively authorized and directed to pre-
scribe standards governing the amounts of settlement
costs allowable in connection with the financing of
such housing in any such area. Such standards shall—

‘‘(1) be established after consultation between the
Secretary and the Administrator;

‘‘(2) be consistent in any area for housing assisted
under the National Housing Act and housing assisted
under chapter 37 of title 38, United States Code; and

‘‘(3) be based on the Secretary’s and the Adminis-
trator’s estimates of the reasonable charge for nec-
essary services involved in settlements for particular
classes of mortgages and loans.
‘‘(b) The Secretary and the Administrator shall un-

dertake a joint study and make recommendations to
the Congress not later than one year after the date of
enactment of this Act [July 24, 1970] with respect to
legislative and administrative actions which should be
taken to reduce mortgage settlement costs and to
standardize these costs for all geographic areas.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1706c, 1709, 1712,
1715e, 1715k, 1715l, 1715m, 1715n, 1715u, 1715x, 1715y,
1715z–3, 1715z–11a, 1715z–12, 1715z–13, 1715z–17, 1748h–1,
1748h–2, 1750c, 3763 of this title; title 42 section 11408.

§ 1711. General Surplus and Participating Re-
serve Accounts

(a) Establishment; abolishment of General Rein-
surance Account

The Secretary shall establish as of July 1, 1954,
in the Mutual Mortgage Insurance Fund a Gen-
eral Surplus Account and a Participating Re-
serve Account. All of the assets of the General
Reinsurance Account shall be transferred to the
General Surplus Account whereupon the General
Reinsurance Account shall be abolished. There
shall be transferred from the various group ac-
counts to the Participating Reserve Account as
of July 1, 1954, an amount equal to the aggregate
amount which would have been distributed
under the provisions of this section in effect on
June 30, 1954, if all outstanding mortgages in
such group accounts had been paid in full on
said date. All of the remaining balances of said
group accounts shall as of said date be trans-
ferred to the General Surplus Account where-
upon all of said group accounts shall be abol-
ished.
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(b) Credits and charges
The aggregate net income thereafter received

or any net loss thereafter sustained by the Mu-
tual Mortgage Insurance Fund in any semi-
annual period shall be credited or charged to the
General Surplus Account and/or the Participat-
ing Reserve Account in such manner and
amounts as the Secretary may determine to be
in accord with sound actuarial and accounting
practice.
(c) Distribution of funds to terminating mortga-

gors
Upon termination of the insurance obligation

of the Mutual Mortgage Insurance Fund by pay-
ment of any mortgage insured thereunder, the
Secretary is authorized to distribute to the
mortgagor a share of the Participating Reserve
Account in such manner and amount as the Sec-
retary shall determine to be equitable and in ac-
cordance with sound actuarial and accounting
practice: Provided, That, in no event, shall any
such distributable share exceed the aggregate
scheduled annual premiums of the mortgagor to
the year of termination of the insurance. The
Secretary shall not distribute any share to an
eligible mortgagor under this subsection begin-
ning on the date which is 6 years after the date
the Secretary first transmitted written notifica-
tion of eligibility to the last known address of
the mortgagor, unless the mortgagor has applied
in accordance with procedures prescribed by the
Secretary for payment of the share within the 6-
year period. The Secretary shall transfer any
amounts no longer eligible for distribution
under the previous sentence from the Partici-
pating Reserve Account to the General Surplus
Account.
(d) Rights and liabilities

No mortgagor or mortgagee of any mortgage
insured under section 1709 of this title shall have
any vested right in a credit balance in any such
account or be subject to any liability arising out
of the mutuality of the Fund and the determina-
tion of the Secretary as to the amount to be
paid by him to any mortgagor shall be final and
conclusive.
(e) Actuarial status of entire Fund

In determining whether there is a surplus for
distribution to mortgagors under this section,
the Secretary shall take into account the actu-
arial status of the entire Fund.
(f) Capital ratio for Mutual Mortgage Insurance

Fund
(1) The Secretary shall ensure that the Mutual

Mortgage Insurance Fund attains a capital ratio
of not less than 1.25 percent within 24 months
after November 5, 1990, and maintains such ratio
thereafter, subject to paragraph (2).

(2) The Secretary shall endeavor to ensure
that the Mutual Mortgage Insurance Fund at-
tains a capital ratio of not less than 2.0 percent
within 10 years after November 5, 1990, and shall
ensure that the Fund maintains at least such
capital ratio at all times thereafter.

(3) Upon the expiration of the 24-month period
beginning on November 5, 1990, the Secretary
shall submit to the Congress a report describing
the actions the Secretary will take to ensure

that the Mutual Mortgage Insurance Fund at-
tains the capital ratio required under paragraph
(2).

(4) For purposes of this subsection:
(A) The term ‘‘capital’’ means the economic

net worth of the Mutual Mortgage Insurance
Fund, as determined by the Secretary under
the annual audit required under section
1735f–16 of this title.

(B) The term ‘‘capital ratio’’ means the ratio
of capital to unamortized insurance-in-force.

(C) The term ‘‘economic net worth’’ means
the current cash available to the Fund, plus
the net present value of all future cash inflows
and outflows expected to result from the out-
standing mortgages in the Fund.

(D) The term ‘‘unamortized insurance-in-
force’’ means the remaining obligation on out-
standing mortgages which are obligations of
the Mutual Mortgage Insurance Fund, as esti-
mated by the Secretary.

(g) Annual independent audit of Mutual Mort-
gage Insurance Fund

The Secretary shall provide for an independ-
ent actuarial study of the Mutual Mortgage In-
surance Fund to be conducted annually and
shall report annually to the Congress regarding
the financial status of the Fund.
(h) Adjustment of premiums

(1) If, pursuant to the independent annual ac-
tuarial study of the Mutual Mortgage Insurance
Fund required under subsection (g) of this sec-
tion, the Secretary determines that the Mutual
Mortgage Insurance Fund is not meeting the
operational goals under paragraph (2), the Sec-
retary may not issue distributions, and may, by
regulation, propose and implement any adjust-
ments to the insurance premiums under section
1709(c) of this title or section 2103(b) of the Om-
nibus Budget Reconciliation Act of 1990. Upon
determining that a premium change is appro-
priate under the preceding sentence, the Sec-
retary shall immediately notify Congress of the
proposed change and the reasons for the change.
Any such premium change shall not take effect
before the expiration of the 90-day period begin-
ning upon such notification.

(2) The operational goals referred to in para-
graph (1) shall be—

(A) maintaining an adequate capital ratio;
(B) meeting the needs of homebuyers with

low downpayments and first-time homebuyers
by providing access to mortgage credit;

(C) minimizing the risk to the Fund and to
homeowners from homeowner default; and

(D) avoiding adverse selection.

(June 27, 1934, ch. 847, title II, § 205, 48 Stat. 1250;
May 28, 1935, ch. 150, § 29(b), 49 Stat. 300; Feb. 3,
1938, ch. 13, § 3, 52 Stat. 15; June 3, 1939, ch. 175,
§ 11, 53 Stat. 807; Apr. 20, 1950, ch. 94, title I, § 122,
64 Stat. 59; June 30, 1953, ch. 170, § 4, 67 Stat. 122;
Aug. 2, 1954, ch. 649, title I, § 114, 68 Stat. 594;
Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81 Stat. 17;
Pub. L. 101–508, title II, §§ 2104, 2105, Nov. 5, 1990,
104 Stat. 1388–19; Pub. L. 102–550, title V, § 508(a),
Oct. 28, 1992, 106 Stat. 3782.)

REFERENCES IN TEXT

Section 2103(b) of the Omnibus Budget Reconciliation
Act of 1990 [Pub. L. 101–508], referred to in subsec. (h)(1),
is set out as a note under section 1709 of this title.
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AMENDMENTS

1992—Subsec. (c). Pub. L. 102–550 inserted at end ‘‘The
Secretary shall not distribute any share to an eligible
mortgagor under this subsection beginning on the date
which is 6 years after the date the Secretary first
transmitted written notification of eligibility to the
last known address of the mortgagor, unless the mort-
gagor has applied in accordance with procedures pre-
scribed by the Secretary for payment of the share with-
in the 6-year period. The Secretary shall transfer any
amounts no longer eligible for distribution under the
previous sentence from the Participating Reserve Ac-
count to the General Surplus Account.’’

1990—Subsec. (e). Pub. L. 101–508, § 2104, added subsec.
(e).

Subsecs. (f) to (h). Pub. L. 101–508, § 2105, added sub-
secs. (f) to (h).

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing in subsecs. (a) to (d) of
this section.

1954—Act Aug. 2, 1954, amended section generally to
eliminate the former group accounts and substitute
therefor a general surplus account and participating re-
serve account.

1953—Subsec. (c). Act June 30, 1953, inserted sentence
relating to semi-annual transfer of group accounts,
and, in remainder of section, changed the provisions re-
lating to settlement of accounts.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’ wherever appearing.

1939—Subsec. (b). Act June 3, 1939, inserted ‘‘prior to
July 1, 1939’’.

1938—Subsecs. (a) to (f). Act Feb. 3, 1938, amended
provisions generally, and among other changes, struck
out subsec. (f).

1935—Subsec. (f). Act May 28, 1935, substituted ‘‘an-
nual premium charge’’ for ‘‘premium charge’’ in first
sentence.

EXCEPTION TO STATUTE OF LIMITATIONS

Section 508(b) of Pub. L. 102–550 provided that: ‘‘Not-
withstanding the 6-year limitation on distribution of
shares of the Participating Reserve Account under sec-
tion 205(c) of the National Housing Act [12 U.S.C.
1711(c)], the Secretary shall distribute a share to an
otherwise eligible mortgagor in accordance with sec-
tion 205(c), if the mortgagor applies for payment of the
share within 1 year after the date of enactment of this
Act [Oct. 28, 1992] in accordance with procedures in ef-
fect on such date.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1709 of this title.

§ 1712. Investment of funds

Moneys in the Fund not needed for the current
operations of the Department of Housing and
Urban Development related to insurance under
section 1709 of this title shall be deposited with
the Treasurer of the United States to the credit
of the Fund, or invested in bonds or other obli-
gations of, or in bonds or other obligations guar-
anteed as to principal and interest by, the
United States or any agency of the United
States: Provided, That such moneys shall to the
maximum extent feasible be invested in such
bonds or other obligations the proceeds of which
will be used to directly support the residential
mortgage market. The Secretary may, with the
approval of the Secretary of the Treasury, pur-
chase in the open market debentures issued
under the provisions of section 1710 of this title.
Such purchases shall be made at a price which
will provide an investment yield of not less than
the yield obtainable from other investments au-
thorized by this section. Debentures so pur-

chased shall be canceled and not reissued, and
the several group accounts to which such deben-
tures have been charged shall be charged with
the amounts used in making such purchases.

(June 27, 1934, ch. 847, title II, § 206, 48 Stat. 1252;
Feb. 3, 1938, ch. 13, § 3, 52 Stat. 16; Apr. 20, 1950,
ch. 94, title I, § 122, 64 Stat. 59; Pub. L. 90–19,
§ 1(a)(1), (3), (e), May 25, 1967, 81 Stat. 17, 18; Pub.
L. 91–609, title I, § 117(a), Dec. 31, 1970, 84 Stat.
1774.)

AMENDMENTS

1970—Pub. L. 91–609 provided for guarantee as to prin-
cipal and interest by any agency of the United States
and for investment of monies in bonds or other obliga-
tions the proceeds of which will be used to directly sup-
port the residential mortgage market.

1967—Pub. L. 90–19 substituted ‘‘Department of Hous-
ing and Urban Development’’ and ‘‘Secretary’’ for
‘‘Federal Housing Administration’’ and ‘‘Commis-
sioner’’, respectively, and inserted ‘‘related to insur-
ance under section 1709 of this title’’ before ‘‘shall be
deposited’’.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’.

1938—Act Feb. 3, 1938, among other changes, inserted
‘‘or in bonds or other obligations guaranteed as to prin-
cipal and interest by’’ in first sentence, and inserted
third sentence.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 26 section 895.

§ 1712a. Indexing of FHA multifamily housing
loan limits

(a) Method of indexing
The dollar amounts set forth in—

(1) section 1713(c)(3)(A) of this title;
(2) section 1715e(b)(2)(A) of this title;
(3) section 1715k(d)(3)(B)(iii)(I) of this title;
(4) section 1715l(d)(3)(ii)(I) of this title;
(5) section 1715l(d)(4)(ii)(I) of this title;
(6) section 1715v(c)(2)(A) of this title; and
(7) section 1715y(e)(3)(A) of this title;

(collectively hereinafter referred to as the ‘‘Dol-
lar Amounts’’) shall be adjusted annually (com-
mencing in 2004) on the effective date of the Fed-
eral Reserve Board’s adjustment of the $400 fig-
ure in the Home Ownership and Equity Protec-
tion Act of 1994 (HOEPA). The adjustment of the
Dollar Amounts shall be calculated using the
percentage change in the Consumer Price Index
for All Urban Consumers (CPI–U) as applied by
the Federal Reserve Board for purposes of the
above-described HOEPA adjustment.
(b) Notification

The Federal Reserve Board on a timely basis
shall notify the Secretary, or his designee, in
writing of the adjustment described in sub-
section (a) of this section and of the effective
date of such adjustment in order to permit the
Secretary to undertake publication in the Fed-
eral Register of corresponding adjustments to
the Dollar Amounts. The dollar amount of any
adjustment shall be rounded to the next lower
dollar.

(June 27, 1934, ch. 847, title II, § 206A, as added
Pub. L. 107–326, § 5(a), Dec. 4, 2002, 116 Stat. 2794.)

REFERENCES IN TEXT

The Home Ownership and Equity Protection Act of
1994, referred to in subsec. (a), is subtitle B (§§ 151–158)
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of title I of Pub. L. 103–325, Sept. 23, 1994, 108 Stat. 2190,
which enacted sections 1639 and 1648 of Title 15, Com-
merce and Trade, amended sections 1602, 1604, 1610, 1640,
1641, and 1647 of Title 15, and enacted provisions set out
as notes under sections 1601 and 1602 of Title 15. For
complete classification of this Act to the Code, see
Short Title of 1994 Amendment note set out under sec-
tion 1601 of Title 15 and Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1713, 1715e,
1715k, 1715l, 1715v, 1715y of this title.

§ 1713. Rental housing insurance

(a) Definitions
As used in this section—

(1) The term ‘‘mortgage’’ means a first mort-
gage on real estate in fee simple, or on the in-
terest of either the lessor or lessee thereof (A)
under a lease for not less than ninety-nine
years which is renewable or (B) under a lease
having a period of not less than fifty years to
run from the date the mortgage was executed,
upon which there is located or upon which
there is to be constructed a building or build-
ings designed principally for residential use,
or upon which there is located or to be con-
structed facilities for manufactured homes,
and the term ‘‘first mortgage’’ means such
classes of first liens as are commonly given to
secure advances (including but not being lim-
ited to advances during construction) on, or
the unpaid purchase price of, real estate under
the laws of the State, in which the real estate
is located, together with the credit instrument
or instruments, if any, secured thereby, and
may be in the form of trust mortgages or
mortgage indentures or deeds of trust securing
notes, bonds, or other credit instruments.

(2) The term ‘‘mortgagee’’ means the origi-
nal lender under a mortgage, and its succes-
sors and assigns, and includes the holders of
credit instruments issued under a trust mort-
gage or deed of trust pursuant to which such
holders act by and through a trustee therein
named.

(3) The term ‘‘mortgagor’’ means the origi-
nal borrower under a mortgage and its succes-
sors and assigns.

(4) The term ‘‘maturity date’’ means the
date on which the mortgage indebtedness
would be extinguished if paid in accordance
with the periodic payments provided for in the
mortgage.

(5) The term ‘‘slum or blighted area’’ means
any area where dwellings predominate which,
by reason of dilapidation, overcrowding, faulty
arrangement or design, lack of ventilation,
light or sanitation facilities, or any combina-
tion of these factors, are detrimental to safe-
ty, health, or morals.

(6) The term ‘‘rental housing’’ means hous-
ing, the occupancy of which is permitted by
the owner thereof in consideration of the pay-
ment of agreed charges, whether or not, by the
terms of the agreement, such payment over a
period of time will entitle the occupant to the
ownership of the premises or space in a manu-
factured home court or park properly arranged
and equipped to accommodate manufactured
homes.

(7) The term ‘‘State’’ includes the several
States, and Puerto Rico, the District of Co-
lumbia, Guam, the Trust Territory of the Pa-
cific Islands, American Samoa, and the Virgin
Islands.

(b) Insurance of additional mortgages
In addition to mortgages insured under sec-

tion 1709 of this title, the Secretary is author-
ized to insure mortgages as defined in this sec-
tion (including advances on such mortgages dur-
ing construction) which cover property held
by—

(1) Federal or State instrumentalities, mu-
nicipal corporate instrumentalities of one or
more States, or limited dividend or redevelop-
ment or housing corporations restricted by
Federal or State laws or regulations of State
banking or insurance departments as to rents,
charges, capital structure, rate of return, or
methods of operation; or

(2) any other mortgagor approved by the
Secretary. The Secretary may, in the Sec-
retary’s discretion, require any such mortga-
gor to be regulated or restricted as to rents or
sales, charges, capital structure, rate of re-
turn, and methods of operation so as to pro-
vide reasonable rentals to tenants and a rea-
sonable return on the investment. Any such
regulations or restrictions shall continue for
such period or periods as the Secretary, in the
Secretary’s discretion, may require, including
until the termination of all obligations of the
Secretary under the insurance and during such
further period of time as the Secretary shall
be the owner, holder, or reinsurer of the mort-
gage. The Secretary may make such contracts
with and acquire, for not to exceed $100, such
stock or interest in the mortgagor as he may
deem necessary to render effective any such
regulations or restrictions. The stock or inter-
est acquired by the Secretary shall be paid for
out of the General Insurance Fund, and shall
be redeemed by the mortgagor at par upon the
termination of all obligations of the Secretary
under the insurance.

The insurance of mortgages under this section
is intended to facilitate particularly the produc-
tion of rental accommodations, at reasonable
rents, of design and size suitable for family liv-
ing. The Secretary is, therefore, authorized in
the administration of this section to take ac-
tion, by regulation or otherwise, which will di-
rect the benefits of mortgage insurance here-
under primarily to those projects which make
adequate provision for families with children,
and in which every effort has been made to
achieve moderate rental charges.

Notwithstanding any other provisions of this
section, the Secretary may not insure any mort-
gage under this section (except a mortgage with
respect to a manufactured home park designed
exclusively for occupancy by elderly persons)
unless the mortgagor certifies under oath that
in selecting tenants for the property covered by
the mortgage he will not discriminate against
any family by reason of the fact that there are
children in the family, and that he will not sell
the property while the insurance is in effect un-
less the purchaser so certifies, such certification
to be filed with the Secretary. Violation of any
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1 See References in Text note below.

such certification shall be a misdemeanor pun-
ishable by a fine of not to exceed $500.
(c) Eligibility for insurance; mortgage limits

To be eligible for insurance under this section
a mortgage on any property or project shall in-
volve a principal obligation in an amount—

(1) Repealed. Pub. L. 93–383, title III,
§ 304(a)(1), Aug. 22, 1974, 88 Stat. 677.

(2) Not to exceed 90 per centum of the esti-
mated value of the property or project (when
the proposed improvements are completed):
Provided, That this limitation shall not apply
to mortgages on housing in Alaska or in
Guam, but such a mortgage may involve a
principal obligation in an amount not to ex-
ceed 90 per centum of the amount which the
Secretary estimates will be the replacement
cost of the property or project when the pro-
posed improvements are completed (the value
of the property or project as such term is used
in this paragraph may include the land, the
proposed physical improvements, utilities
within the boundaries of the property or
project, architect’s fees, taxes, and interest
accruing during construction, and other mis-
cellaneous charges incident to construction
and approved by the Secretary): And provided
further, That nothing contained in this section
shall preclude the insurance of mortgages cov-
ering existing construction located in slum or
blighted areas, as defined in paragraph (5) of
subsection (a) of this section, and the Sec-
retary may require such repair or rehabilita-
tion work to be completed as is, in his discre-
tion, necessary to remove conditions det-
rimental to safety, health, or morals; and

(3)(A) Not to exceed, for such part of the
property or project as may be attributable to
dwelling use (excluding exterior land improve-
ments as defined by the Secretary), $38,025 per
family unit without a bedroom, $42,120 per
family unit with one bedroom, $50,310 per fam-
ily unit with two bedrooms, $62,010 per family
unit with three bedrooms, and $70,200 per fam-
ily unit with four or more bedrooms, or not to
exceed $11,250 per space; except that as to
projects to consist of elevator type structures
the Secretary may in his discretion, increase
the dollar amount limitations per family unit
to not to exceed $43,875 per family unit with-
out a bedroom, $49,140 per family unit with one
bedroom, $60,255 per family unit with two bed-
rooms, $75,465 per family unit with three bed-
rooms, and $85,328 per family unit with four or
more bedrooms, as the case may be, to com-
pensate for the higher costs incident to the
construction of elevator-type structures of
sound standards of construction and design;

(B) the Secretary may, by regulation, in-
crease any of the dollar amount limitations in
subparagraph (A) (as such limitations may
have been adjusted in accordance with section
1712a of this title) by not to exceed 110 percent
in any geographical area where the Secretary
finds that cost levels so require and by not to
exceed 140 percent where the Secretary deter-
mines it necessary on a project-by-project
basis, but in no case may any such increase ex-
ceed 90 percent where the Secretary deter-
mines that a mortgage purchased or to be pur-

chased by the Government National Mortgage
Association in implementing its special assist-
ance functions under section 1720 1 of this title
(as such section existed immediately before
November 30, 1983) is involved. Notwithstand-
ing any other provision of this paragraph, the
amount which may be insured under this sec-
tion may be increased by up to 20 percent if
such increase is necessary to account for the
increased cost of the project due to the instal-
lation therein of a solar energy system (as de-
fined in subparagraph (3) of the last paragraph
of section 1703(a) of this title) or residential
energy conservation measures (as defined in
section 8211(11)(A) through (G) and (I) of title
42) 1 in cases where the Secretary determines
that such measures are in addition to those re-
quired under the minimum property standards
and will be cost-effective over the life of the
measure.

The mortgage shall provide for complete am-
ortization by periodic payments (unless other-
wise approved by the Secretary) within such
term as the Secretary shall prescribe, and shall
bear interest at such rate as may be agreed upon
by the mortgagor and the mortgagee. The Sec-
retary may consent to the release of a part or
parts of the mortgaged property from the lien of
the mortgage upon such terms and conditions as
he may prescribe and the mortgage may provide
for such release. No mortgage shall be accepted
for insurance under this section or section
1715a 1 of this title unless the Secretary finds
that the property or project, with respect to
which the mortgage is executed, is economically
sound. Such property or project may include
five or more family units and may include such
commercial and community facilities as the
Secretary deems adequate to serve the occu-
pants.
(d) Premium, appraisal, and inspection charges

The Secretary shall collect a premium charge
for the insurance of mortgages under this sec-
tion which shall be payable annually in advance
by the mortgagee, either in cash or in deben-
tures issued by the Secretary under any sub-
chapter and section of this chapter, except de-
bentures of the Mutual Mortgage Insurance
Fund, or of the Cooperative Management Hous-
ing Insurance Fund at par plus accrued interest.
In addition to the premium charge herein pro-
vided for the Secretary is authorized to charge
and collect such amounts as he may deem rea-
sonable for the appraisal of a property or project
offered for insurance and for the inspection of
such property or project during construction:
Provided, That such charges for appraisal and in-
spection shall not aggregate more than 1 per
centum of the original principal face amount of
the mortgage.
(e) Adjusted premium charge on payment of

mortgage
In the event that the principal obligation of

any mortgage accepted for insurance under this
section is paid in full prior to the maturity date,
the Secretary is authorized in his discretion to
require the payment by the mortgagee of an ad-
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justed premium charge in such amount as the
Secretary determines to be equitable, but not in
excess of the aggregate amount of the premium
charges that the mortgagee would otherwise
have been required to pay if the mortgage had
continued to be insured until such maturity
date.
(f) Repealed. Pub. L. 89�117, title XI, § 1108(e)(3),

Aug. 10, 1965, 79 Stat. 504

(g) Payment of insurance after default
The failure of the mortgagor to make any pay-

ment due under or provided to be paid by the
terms of a mortgage insured under this section
shall be considered a default under such mort-
gage and, if such default continues for a period
of thirty days, the mortgagee shall be entitled
to receive the benefits of the insurance as here-
inafter provided, upon assignment, transfer, and
delivery to the Secretary, within a period and in
accordance with rules and regulations to be pre-
scribed by the Secretary of (1) all rights and in-
terests arising under the mortgage so in default;
(2) all claims of the mortgagee against the mort-
gagor or others, arising out of the mortgage
transactions; (3) all policies of title or other in-
surance or surety bonds or other guaranties and
any and all claims thereunder; (4) any balance of
the mortgage loans not advanced to the mortga-
gor; (5) any cash or property held by the mortga-
gee, or to which it is entitled, as deposits made
for the account of the mortgagor and which have
not been applied in reduction of the principal of
the mortgage indebtedness; and (6) all records,
documents, books, papers, and accounts relating
to the mortgage transactions. Upon such assign-
ment, transfer, and delivery the obligation of
the mortgagee to pay the premium charges for
mortgage insurance shall cease, and the Sec-
retary shall issue to the mortgagee a certificate
of claim as provided in subsection (h) of this sec-
tion, and debentures having a par value equal to
the original principal face amount of the mort-
gage plus such amount as the mortgagee may
have paid for (A) taxes, special assessments, and
water rates, which are liens prior to the mort-
gage; (B) insurance on the property; and (C) rea-
sonable expenses for the completion and preser-
vation of the property and any mortgage insur-
ance premiums paid after default, less the sum
of (i) that part of the amount of the principal
obligation that has been repaid by the mortga-
gor, (ii) an amount equivalent to 1 per centum of
the unpaid amount of such principal obligation,
and (iii) any net income received by the mortga-
gee from the property: Provided, That the mort-
gagee in the event of a default under the mort-
gage may, at its option and in accordance with
regulations of, and in a period to be determined
by, the Secretary, proceed to foreclose on and
obtain possession of or otherwise acquire such
property from the mortgagor after default, and
receive the benefits of the insurance as herein
provided, upon (1) the prompt conveyance to the
Secretary of title to the property which meets
the requirements of the rules and regulations of
the Secretary in force at the time the mortgage
was insured and which is evidenced in the man-
ner prescribed by such rules and regulations,
and (2) the assignment to him of all claims of
the mortgagee against the mortgagor or others,

arising out of the mortgage transaction or fore-
closure proceedings, except such claims that
may have been released with the consent of the
Secretary. Upon such conveyance and assign-
ment, the obligation of the mortgagee to pay
the premium charges for insurance shall cease
and the mortgagee shall be entitled to receive
the benefits of the insurance as provided in this
subsection, except that in such event the 1 per
centum deduction, set out in (ii) hereof, shall
not apply. Notwithstanding any other provision
of this chapter, upon receipt, after September 2,
1964, of an application for insurance benefits on
a mortgage insured under this chapter, the Sec-
retary may terminate the mortgagee’s obliga-
tion to pay premium charges on the mortgage.
(h) Certificate of claim; division of excess pro-

ceeds
The certificate of claim issued under this sec-

tion shall be for an amount which the Secretary
determines to be sufficient, when added to the
face value of the debentures issued and the cash
adjustment paid to the mortgagee, to equal the
amount which the mortgagee would have re-
ceived if, on the date of the assignment, transfer
and delivery to the Secretary provided for in
subsection (g) of this section, the mortgagor had
extinguished the mortgage indebtedness by pay-
ment in full of all obligations under the mort-
gage and a reasonable amount for necessary ex-
penses incurred by the mortgagee in connection
with the foreclosure proceedings, or the acquisi-
tion of the mortgaged property otherwise, and
the conveyance thereof to the Secretary. Each
such certificate of claim shall provide that there
shall accrue to the holder of such certificate
with respect to the face amount of such certifi-
cate, an increment at the rate of 3 per centum
per annum which shall not be compounded. If
the net amount realized from the mortgage, and
all claims in connection therewith, so assigned,
transferred, and delivered, and from the prop-
erty covered by such mortgage and all claims in
connection with such property, after deducting
all expenses incurred by the Secretary in han-
dling, dealing with, acquiring title to, and dis-
posing of such mortgage and property and in
collecting such claims, exceeds the face value of
the debentures issued and the cash adjustment
paid to the mortgagee plus all interest paid on
such debentures, such excess shall be divided as
follows:

(1) If such excess is greater than the total
amount payable under the certificate of claim
issued in connection with such property, the
Secretary shall pay to the holder of such cer-
tificate the full amount so payable, and any
excess remaining thereafter shall be retained
by the Secretary and credited to the General
Insurance Fund; and

(2) If such excess is equal to or less than the
total amount payable under such certificate of
claim, the Secretary shall pay to the holder of
such certificate the full amount of such ex-
cess.

(i) Debentures; execution; negotiability; terms;
tax exemptions

Debentures issued under this section shall be
executed in the name of the General Insurance
Fund as obligor, shall be negotiable, and, if in
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book entry form, transferable, in the manner de-
scribed by the Secretary in regulations, and
shall be dated as of the date of default as deter-
mined in subsection (g) of this section, except
that debentures issued pursuant to the provi-
sions of section 1715k(f), section 1715l(g), and sec-
tion 1715x of this title may be dated as of the
date the mortgage is assigned (or the property is
conveyed) to the Secretary and shall bear inter-
est from such date. They shall bear interest at
a rate established by the Secretary pursuant to
section 1715o of this title payable semiannually
on the 1st day of January and the 1st day of July
of each year, and shall mature twenty years
after the date thereof. Such debentures as are is-
sued in exchange for mortgages insured after
February 3, 1938, shall be exempt, both as to
principal and interest, from all taxation (except
surtaxes, estate, inheritance, and gift taxes)
now or hereafter imposed by the United States,
by any Territory, dependency, or possession
thereof, or by any State, county, municipality,
or local taxing authority. They shall be paid out
of the General Insurance Fund which shall be
primarily liable therefor, and they shall be fully
and unconditionally guaranteed as to principal
and interest by the United States, and, in the
case of debentures issued in certificated reg-
istered form, such guaranty shall be expressed
on the face of the debentures. In the event the
General Insurance Fund fails to pay upon de-
mand, when due, the principal of or interest on
any debentures so guaranteed, the Secretary of
the Treasury shall pay to the holders the
amount thereof which is authorized to be appro-
priated out of any money in the Treasury not
otherwise appropriated, and thereupon, to the
extent of the amount so paid, the Secretary of
the Treasury shall succeed to all the rights of
the holders of such debentures.
(j) Debentures; form and amounts

Debentures issued under this section—
(1) shall be in such form and amounts;
(2) shall be subject to such terms and condi-

tions;
(3) shall include such provisions for redemp-

tion, if any, as may be prescribed by the Sec-
retary of Housing and Urban Development,
with the approval of the Secretary of the
Treasury; and

(4) may be in book entry or certificated reg-
istered form, or such other form as the Sec-
retary of Housing and Urban Development
may prescribe in regulations.

(k) Acquisition of property by conveyance or
foreclosure

The Secretary is authorized either to (1) ac-
quire possession of and title to any property,
covered by a mortgage insured under this sec-
tion and assigned to him, by voluntary convey-
ance in extinguishment of the mortgage indebt-
edness, or (2) institute proceedings for fore-
closure on the property covered by any such in-
sured mortgage and prosecute such proceedings
to conclusion. The Secretary at any sale under
foreclosure may, in his discretion, for the pro-
tection of the General Insurance Fund, bid any
sum up to but not in excess of the total unpaid
indebtedness secured by the mortgage, plus
taxes, insurance, foreclosure costs, fees, and

other expenses, and may become the purchaser
of the property at such sale. In determining the
amount to be bid, the Secretary shall act con-
sistently with the goal established in section
1701z–11(a)(1) of this title. The Secretary is au-
thorized to pay from the General Insurance
Fund such sums as may be necessary to defray
such taxes, insurance, costs, fees, and other ex-
penses in connection with the acquisition or
foreclosure of property under this section. Pend-
ing such acquisition by voluntary conveyance or
by foreclosure, the Secretary is authorized, with
respect to any mortgage assigned to him under
the provisions of subsection (g) of this section,
to exercise all the rights of a mortgagee under
such mortgage, including the right to sell such
mortgage, and to take such action and advance
such sums as may be necessary to preserve or
protect the lien of such mortgage.
(l) Handling and disposal of property; settlement

of claims
Notwithstanding any other provisions of law

relating to the acquisition, handling, or disposal
of real and other property by the United States,
the Secretary shall also have power, for the pro-
tection of the interests of the General Insurance
Fund, to pay out of the General Insurance Fund
all expenses or charges in connection with, and
to deal with, complete, reconstruct, rent, ren-
ovate, modernize, insure, make contracts for the
management of, or establish suitable agencies
for the management of, or sell for cash or credit
or lease in his discretion, any property acquired
by him under this section, and notwithstanding
any other provision of law, the Secretary shall
also have power to pursue to final collection by
way of compromise or otherwise all claims as-
signed and transferred to him in connection
with the assignment, transfer, and delivery pro-
vided for in this section, and at any time, upon
default, to foreclose on any property secured by
any mortgage assigned and transferred to or
held by him: Provided, That section 5 of title 41
shall not be construed to apply to any contract
for hazard insurance, or to any purchase or con-
tract for services or supplies on account of such
property if the amount thereof does not exceed
$1,000.
(m) Repealed. Pub. L. 89�117, title XI, § 1108(e)(3),

Aug. 10, 1965, 79 Stat. 504

(n) Default or payment; rights of parties
In the event that a mortgage insured under

this section becomes in default through failure
of the mortgagor to make any payment due
under or provided to be paid by the terms of the
mortgage and such mortgage continues in de-
fault for a period of thirty days, but the mortga-
gee does not foreclose on or otherwise acquire
the property, or does not assign and transfer
such mortgage and the credit instrument se-
cured thereby to the Secretary, in accordance
with subsection (g) of this section, and the Sec-
retary is given written notice thereof, or in the
event that the mortgagor pays the obligation
under the mortgage in full prior to the maturity
thereof, and the mortgagee pays any adjusted
premium charge required under the provisions of
subsection (e) of this section, and the Secretary
is given written notice by the mortgagee of the
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payment of such obligation, the obligation to
pay the annual premium charge for insurance
shall cease, and all rights of the mortgagee and
the mortgagor under this section shall termi-
nate as of the date of such notice.
(o) Reissue of prior insurance

The Secretary, with the consent of the mort-
gagee and the mortgagor of a mortgage insured
under this section prior to February 3, 1938,
shall be empowered to reissue such mortgage in-
surance in accordance with the provisions of
this section as amended by the National Housing
Act Amendments of 1938, and any such insurance
not so reissued shall not be affected by the en-
actment of such Act.
(p) Repealed. Pub. L. 89�117, title XI, § 1108(e)(3),

Aug. 10, 1965, 79 Stat. 504

(q) Repealed. Pub. L. 85�104, title I, § 111, July 12,
1957, 71 Stat. 297

(r) Service charge for mortgages assigned to and
held by the Secretary

Notwithstanding any other provision of this
chapter, the Secretary is authorized to include
in any mortgage insured under any subchapter
of this chapter after September 23, 1959, a provi-
sion requiring the mortgagor to pay a service
charge to the Secretary in the event such mort-
gage is assigned to and held by the Secretary.
Such service charge shall not exceed the amount
prescribed by the Secretary for mortgage insur-
ance premiums applicable to such mortgage.

(June 27, 1934, ch. 847, title II, § 207, 48 Stat. 1252;
Aug. 23, 1935, ch. 614, title III, § 344(d), 49 Stat.
722; Feb. 3, 1938, ch. 13, § 3, 52 Stat. 16; June 3,
1939, ch. 175, § 12, 53 Stat. 807; Mar. 28, 1941, ch. 31,
§ 4(b), 55 Stat. 62; July 1, 1948, ch. 784, § 6, 62 Stat.
1209; Aug. 10, 1948, ch. 832, title I, § 101 (m–p, r),
62 Stat. 1273, 1274; Apr. 20, 1950, ch. 94, title I,
§§ 106–112, 122, 64 Stat. 52–54, 59; Sept. 1, 1951, ch.
378, title VI, §§ 604(b), 605, 65 Stat. 314; July 14,
1952, ch. 723, § 10(a)(2), 66 Stat. 603; June 30, 1953,
ch. 170, § 5, 67 Stat. 122; Aug. 2, 1954, ch. 649, title
I, §§ 112(b), 115–117, 68 Stat. 593–595; Aug. 11, 1955,
ch. 783, title I, § 102(b), (c), 69 Stat. 635; Aug. 7,
1956, ch. 1029, title I, §§ 103, 104(b), (c), 70 Stat.
1092; Pub. L. 85–104, title I, §§ 108(b), 109–111, July
12, 1957, 71 Stat. 297; Pub. L. 86–70, § 10(a), (b),
June 25, 1959, 73 Stat. 142; Pub. L. 86–372, title I,
§ 104, Sept. 23, 1959, 73 Stat. 655; Pub. L. 86–624,
§ 6, July 12, 1960, 74 Stat. 411; Pub. L. 87–70, title
VI, § 607, June 30, 1961, 75 Stat. 178; Pub. L.
88–560, title I, §§ 105(b), 106, 107(a), 108, Sept. 2,
1964, 78 Stat. 772, 774, 776; Pub. L. 89–117, title II,
§ 207(a), title XI, § 1108(e), Aug. 10, 1965, 79 Stat.
467, 504; Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81
Stat. 17; Pub. L. 90–301, § 3(b), May 7, 1968, 82
Stat. 114; Pub. L. 91–152, title I, §§ 103(a), (b),
113(b), title IV, § 403(c)(2), Dec. 24, 1969, 83 Stat.
380, 383, 395; Pub. L. 93–383, title III, §§ 303(a),
304(a), Aug. 22, 1974, 88 Stat. 676, 677; Pub. L.
94–173, § 3, Dec. 23, 1975, 89 Stat. 1027; Pub. L.
94–375, § 8(a), (b)(1), Aug. 3, 1976, 90 Stat. 1071;
Pub. L. 95–557, title III, § 311(a), Oct. 31, 1978, 92
Stat. 2098; Pub. L. 95–619, title II, § 248(b), Nov. 9,
1978, 92 Stat. 3235; Pub. L. 96–153, title III,
§§ 313(b), 314, Dec. 21, 1979, 93 Stat. 1117; Pub. L.
96–399, title III, §§ 308(c)(1), 310(a), Oct. 8, 1980, 94
Stat. 1640, 1641; Pub. L. 97–35, title III, §§ 338(b),

339B(a), (c), Aug. 13, 1981, 95 Stat. 416, 417; Pub.
L. 97–377, title I, § 101(g), Dec. 21, 1982, 96 Stat.
1908; Pub. L. 98–181, title IV, §§ 404(b)(4), 407(c),
431(a), 435, 446(a), Nov. 30, 1983, 97 Stat. 1209, 1211,
1220, 1222, 1228; Pub. L. 98–479, title II, § 204(a)(3),
Oct. 17, 1984, 98 Stat. 2232; Pub. L. 100–242, title
I, § 182, title IV, § 426(a), (h), Feb. 5, 1988, 101 Stat.
1871, 1915, 1916; Pub. L. 102–550, title V, §§ 509(a),
516(b), Oct. 28, 1992, 106 Stat. 3782, 3790; Pub. L.
103–233, title III, § 306, Apr. 11, 1994, 108 Stat. 373;
Pub. L. 107–73, title II, § 213(a), Nov. 26, 2001, 115
Stat. 676; Pub. L. 107–326, § 5(b)(1), Dec. 4, 2002,
116 Stat. 2794.)

REFERENCES IN TEXT

Section 1715a of this title, referred to in subsec. (c),
which related to additional housing insurance, was re-
pealed by act June 3, 1939, ch. 175, § 13, 53 Stat. 807.

Section 1720 of this title, referred to in subsec.
(c)(3)(B), was repealed by Pub. L. 98–181, title IV,
§ 483(a), Nov. 30, 1983, 97 Stat. 1240.

Section 8211 of title 42, referred to in subsec. (c)(3)(B),
was omitted from the Code pursuant to section 8229 of
Title 42, The Public Health and Welfare, which termi-
nated authority under that section on June 30, 1989.

The National Housing Act Amendments of 1938, re-
ferred to in subsec. (o), is act Feb. 3, 1938, ch. 13, 42
Stat. 8, as amended, section 3 of which amended this
section generally. For complete classification of this
Act to the Code, see section 1701a of this title and
Tables.

CODIFICATION

References to ‘‘mobile homes’’, wherever appearing in
text, were changed to ‘‘manufactured homes’’ in view of
the amendment of the National Housing Act by section
308(c)(1) of Pub. L. 96–399 requiring the substitution of
‘‘manufactured home’’ for ‘‘mobile home’’ wherever ap-
pearing in the National Housing Act, and section
339B(c) of Pub. L. 97–35 (set out as a note under section
1703 of this title) providing that the terms ‘‘mobile
home’’ and ‘‘manufactured home’’ shall be deemed to
include the terms ‘‘mobile homes’’ and ‘‘manufactured
homes’’, respectively.

AMENDMENTS

2002—Subsec. (c)(3). Pub. L. 107–326, § 5(b)(1)(B), which
directed substitution of ‘‘(B) the Secretary may, by
regulation, increase any of the dollar amount limita-
tions in subparagraph (A) (as such limitations may
have been adjusted in accordance with section 1712a of
this title)’’ for ‘‘and accept that the Secretary’’
through ‘‘in this paragraph’’, was executed by making
the substitution for ‘‘and except that the Secretary
may, by regulation, increase any of the foregoing dollar
amount limitations contained in this paragraph’’, to
reflect the probable intent of Congress.

Pub. L. 107–326, § 5(b)(1)(A), inserted subpar. (A) des-
ignation after ‘‘(3)’’.

2001—Subsec. (c)(3). Pub. L. 107–73 substituted
‘‘$38,025’’, ‘‘$42,120’’, ‘‘$50,310’’, ‘‘$62,010’’, and ‘‘$70,200’’
for ‘‘$30,420’’, ‘‘$33,696’’, ‘‘$40,248’’, ‘‘$49,608’’, and
‘‘$56,160’’, respectively, ‘‘$11,250’’ for ‘‘$9,000’’, and
‘‘$43,875’’, ‘‘$49,140’’, ‘‘$60,255’’, ‘‘$75,465’’, and ‘‘$85,328’’
for ‘‘$35,100’’, ‘‘$39,312’’, ‘‘$48,204’’, ‘‘$60,372’’, and
‘‘$68,262’’, respectively.

1994—Subsec. (c)(3). Pub. L. 103–233 substituted
‘‘$56,160’’ for ‘‘$59,160’’.

1992—Subsec. (c)(3). Pub. L. 102–550, § 509(a), sub-
stituted ‘‘$30,420’’, ‘‘$33,696’’, ‘‘$40,248’’, ‘‘$49,608’’, and
‘‘$59,160’’ for ‘‘$25,350’’, ‘‘$28,080’’, ‘‘$33,540’’, ‘‘$41,340’’,
and ‘‘$46,800’’, respectively, and ‘‘$35,100’’, ‘‘$39,312’’,
‘‘$48,204’’, ‘‘$60,372’’, and ‘‘$68,262’’ for ‘‘$29,250’’,
‘‘$32,760’’, ‘‘$40,170’’, ‘‘$50,310’’, and ‘‘$56,885’’, respec-
tively.

Subsec. (g). Pub. L. 102–550, § 516(b)(1), in second sen-
tence, substituted ‘‘issue to the mortgagee a certificate
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of claim as provided in subsection (h) of this section,
and debentures having a par value’’ for ‘‘, subject to
the cash adjustment provided for in subsection (j) of
this section, issue to the mortgagee a certificate of
claim as provided in subsection (h) of this section, and
debentures having a total face value’’.

Subsec. (i). Pub. L. 102–550, § 516(b)(2), (3), in first sen-
tence, substituted ‘‘shall be negotiable, and, if in book
entry form, transferable, in the manner described by
the Secretary in regulations’’ for ‘‘shall be signed by
the Secretary, by either his written or engraved signa-
ture, shall be negotiable’’, and in fourth sentence sub-
stituted ‘‘and, in the case of debentures issued in cer-
tificated registered form, such guaranty’’ for ‘‘and such
guaranty’’.

Subsec. (j). Pub. L. 102–550, § 516(b)(4), added subsec. (j)
and struck out former subsec. (j) which read as follows:
‘‘Debentures issued under this section shall be in such
form and denominations in multiples of $50, shall be
subject to such terms and conditions, and shall include
such provision for redemption, if any, as may be pre-
scribed by the Secretary with the approval of the Sec-
retary of the Treasury, and may be in coupon or reg-
istered form. Any difference between the amount of de-
bentures to which the mortgagee is entitled under this
section, and the aggregate face value of the debentures
issued, not to exceed $50, shall be adjusted by the pay-
ment of cash by the Secretary to the mortgagee from
the General Insurance Fund.’’

1988—Subsec. (c)(3). Pub. L. 100–242, § 426(a), (h), sub-
stituted ‘‘$25,350’’, ‘‘$28,080’’, ‘‘$33,540’’, ‘‘$41,340’’, and
‘‘$46,800’’ for ‘‘$19,500’’, ‘‘$21,600’’, ‘‘$25,800’’, ‘‘$31,800’’,
and ‘‘$36,000’’, respectively, and ‘‘$29,250’’, ‘‘$32,760’’,
‘‘$40,170’’, ‘‘$50,310’’, and ‘‘$56,885’’ for ‘‘$22,500’’,
‘‘$25,200’’, ‘‘$30,900’’, ‘‘$38,700’’, and ‘‘$43,758’’, respec-
tively, and substituted ‘‘not to exceed 110 percent in
any geographical area where the Secretary finds that
cost levels so require and by not to exceed 140 percent
where the Secretary determines it necessary on a
project-by-project basis, but in no case may any such
increase exceed 90 percent where the Secretary deter-
mines that a mortgage purchased or to be purchased by
the Government National Mortgage Association in im-
plementing its special assistance functions under sec-
tion 1720 of this title (as such section existed imme-
diately before November 30, 1983) is involved’’ for ‘‘not
to exceed 75 per centum in any geographical area where
he finds that cost levels so require, except that, where
the Secretary determines it necessary on a project by
project basis, the foregoing dollar amount limitations
contained in this paragraph may be exceeded by not to
exceed 90 per centum (by not to exceed 140 per centum
where the Secretary determines that a mortgage other
than one purchased or to be purchased under section
1720 of this title by the Government National Mortgage
Association in implementing its special assistance
functions is involved) in such an area.’’

Subsec. (k). Pub. L. 100–242, § 182, inserted provisions
after second sentence directing the Secretary to act
consistently with the goal established in section
1701z–11(a)(1) of this title in determining the amount to
be bid.

1984—Subsec. (i). Pub. L. 98–479 substituted ‘‘section
1715k(f), section 1715l(g), and section 1715x of this title’’
for ‘‘section 1715k(f), 1715l(g), and section 1715x of this
title’’.

1983—Subsec. (a)(7). Pub. L. 98–181, § 407(c), inserted
‘‘American Samoa,’’ after ‘‘Pacific Islands,’’.

Subsec. (b). Pub. L. 98–181, § 431(a)(3), in first undesig-
nated par. following par. (2) struck out ‘‘and directed’’
after ‘‘therefore, authorized’’.

Pub. L. 98–181, § 435, in second undesignated par. fol-
lowing par. (2) substituted ‘‘the Secretary may not in-
sure any mortgage under this section (except a mort-
gage with respect to a manufactured home park de-
signed exclusively for occupancy by elderly persons)’’
for ‘‘no mortgage shall be insured hereunder’’.

Subsec. (b)(2). Pub. L. 98–181, § 431(a)(1), (2), sub-
stituted provision permitting the Secretary discre-
tionary authority to regulate rents and other charges

for such period or periods as the Secretary, in his dis-
cretion, may require for provision which required the
Secretary to regulate rents and other charges until the
termination of all obligations of the Secretary under
the insurance and during such further time as the Sec-
retary was owner, holder, or reinsurer of the mortgage,
and substituted ‘‘any such regulations and restric-
tions’’ for ‘‘the regulations and restrictions’’.

Subsec. (c). Pub. L. 98–181, § 446(a), which directed
that ‘‘(unless otherwise approved by the Secretary)’’ be
inserted after ‘‘periodic payments’’ in first undesig-
nated par. of par. (3), was executed to the undesignated
par. following par. (3) to reflect the probable intent of
Congress.

Pub. L. 98–181, § 404(b)(4), which directed the substi-
tution of provision that the interest rate for the mort-
gage be such a rate as agreed upon by the mortgagor
and mortgagee for provision that the rate of interest,
exclusive of premium charges for insurance, not exceed
51⁄4 per centum per annum on the amount of the prin-
cipal obligation outstanding at any time, or not exceed
such per centum per annum not in excess of 6 per cen-
tum per annum as the Secretary finds necessary to
meet the mortgage market in first undesignated par. of
par. (3), was executed to the undesignated par. follow-
ing par. (3) to reflect the probable intent of Congress.

1982—Subsec. (c)(3). Pub. L. 97–377 inserted ‘‘(by not
to exceed 140 per centum where the Secretary deter-
mines that a mortgage other than one purchased or to
be purchased under section 1720 of this title by the Gov-
ernment National Mortgage Association in implement-
ing its special assistance functions is involved)’’ after
‘‘90 per centum’’.

1981—Subsec. (c)(3). Pub. L. 97–35, §§ 338(b), 339B(a),
substituted ‘‘$9,000’’ for ‘‘$8,000’’ and made minor
changes in nomenclature.

1980—Subsec. (a)(1), (6). Pub. L. 96–399, § 308(c)(1), sub-
stituted ‘‘manufactured’’ for ‘‘mobile’’.

Subsec. (c)(3). Pub. L. 96–399, § 310(a), inserted provi-
sions relating to residential energy conservation meas-
ures.

1979—Subsec. (c)(3). Pub. L. 96–153, §§ 313(b), 314, in
first sentence of first unnumbered par. substituted
‘‘$8,000’’ for ‘‘$3,900’’, ‘‘75 per centum’’ for ‘‘50 per cen-
tum’’ and inserted exception that where the Secretary
determines it necessary on a project by project basis,
the dollar amount limitations may be exceeded by not
to exceed 90 per centum in such an area.

1978—Subsec. (c). Pub. L. 95–557 substituted ‘‘may in-
clude five’’ for ‘‘may include eight’’ in concluding par.

Subsec. (c)(3). Pub. L. 95–619 provided that the
amount insurable under this section could be increased
by up to 20 per centum if such increase were necessary
to account for the increased cost of a residence due to
the installation of a solar energy system.

1976—Subsec. (c)(3). Pub. L. 94–375 substituted ‘‘50 per
centum in any geographical area’’ for ‘‘75 per centum in
any geographical area’’, ‘‘$19,500’’ for ‘‘$13,000’’,
‘‘$21,600’’ for ‘‘$18,000’’, ‘‘$25,800’’ for ‘‘$21,500’’, ‘‘$31,800’’
for ‘‘$26,500’’, ‘‘$36,000’’ for ‘‘$30,000’’, ‘‘$3,900’’ for
‘‘$3,250’’, ‘‘$22,500’’ for ‘‘$15,000’’, ‘‘$25,200’’ for ‘‘$21,000’’,
‘‘$30,900’’ for ‘‘$25,750’’, ‘‘$38,700’’ for ‘‘$32,250’’, and
‘‘$43,758’’ for ‘‘$36,465’’.

1975—Subsec. (c)(3). Pub. L. 94–173 raised from 45 per
centum to 75 per centum the amount by which any dol-
lar limitation may, by regulation, be increased.

1974—Subsec. (c)(1). Pub. L. 93–383, § 304(a)(1), struck
out par. (1) which set forth limits on principal obliga-
tion of not to exceed $20,000,000, or not to exceed
$50,000,000 if executed by a mortgagor under subsec.
(b)(1) of this section.

Subsec. (c)(3). Pub. L. 93–383, §§ 303(a), 304(a)(2), sub-
stituted ‘‘$3,250’’ for ‘‘$2,500’’, ‘‘$13,000’’ for ‘‘$9,900’’,
‘‘$15,000’’ for ‘‘$11,550’’, ‘‘$18,000’’ for ‘‘$13,750’’, ‘‘$21,000’’
for ‘‘$16,500’’, ‘‘$21,500’’ for ‘‘$16,500’’, ‘‘$25,750’’ for
‘‘$19,800’’, ‘‘$26,500’’ for ‘‘$20,350’’, ‘‘$30,000’’ for ‘‘$23,100’’,
‘‘$32,250’’ for ‘‘$24,750’’, and ‘‘$36,465’’ for ‘‘$28,050’’, and
struck out limitation of $1,000,000 per mortgage for
trailer courts or parks.

1969—Subsec. (a)(1). Pub. L. 91–152, § 103(a)(1)(A), sub-
stituted ‘‘mobile homes’’ for ‘‘trailer coach mobile
dwellings’’.
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Subsec. (a)(6). Pub. L. 91–152, § 103(a)(1)(B), (C), sub-
stituted ‘‘mobile home court’’ for ‘‘trailer court’’ and
‘‘mobile homes’’ for ‘‘trailer coach mobile dwellings’’.

Subsec. (a)(7). Pub. L. 91–152, § 403(c)(2), inserted ‘‘the
Trust Territory of the Pacific Islands,’’ after ‘‘Guam,’’.

Subsec. (c)(3). Pub. L. 91–152, §§ 103(a)(2), (b), 113(b)(1),
(2), substituted ‘‘$2,500 per space or $1,000,000 per mort-
gage for mobile home courts or parks’’ for ‘‘$1,800 per
space or $500,000 per mortgage for trailer courts or
parks’’, ‘‘$9,900’’ for ‘‘$9,000’’, ‘‘$11,550’’ for ‘‘$10,500’’,
‘‘$13,750’’ for ‘‘$12,500,’’ ‘‘$16,500’’ from ‘‘$15,000’’ wher-
ever appearing therein, ‘‘$19,800’’ for ‘‘$18,000’’, ‘‘$20,350’’
for ‘‘$18,500’’, ‘‘$23,100’’ for ‘‘$21,000’’, ‘‘$24,750’’ for
‘‘$22,500’’, and ‘‘$28,050’’ for ‘‘$25,500’’.

1968—Subsec. (c)(3). Pub. L. 90–301 limited interest
rate on mortgages to such per centum per annum not
in excess of 6 per centum as the Secretary finds nec-
essary to meet the mortgage market.

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing in subsecs. (b), (b)(2),
(c)(2), (3), (d), (e), (g), (h), (h)(1), (h)(2), (h)(2)(i), (j) to (l),
(n), (o), and (r).

1965—Subsec. (b). Pub. L. 89–117, § 1108(e)(4), sub-
stituted ‘‘General Insurance Fund’’ for ‘‘Housing
Fund’’.

Subsec. (c)(3). Pub. L. 89–117, § 207(a), substituted
‘‘$18,500 per family unit with three bedrooms, and
$21,000 per family unit with four or more bedrooms’’ for
‘‘and $18,500 per family unit with three or more bed-
rooms’’ and ‘‘$22,500 per family unit with three bed-
rooms, and $25,000 per family unit with four or more
bedrooms’’ for ‘‘and $22,500 per family unit with three
or more bedrooms’’.

Subsec. (d). Pub. L. 89–117, § 1108(e)(1), (2), removed
reference to collection of premium charges for the in-
surance of mortgages under section 1715a of this title
and substituted ‘‘debentures issued by the Commis-
sioner under any subchapter and section of this chap-
ter, except debentures of the Mutual Mortgage Insur-
ance Fund, or of the Cooperative Management Housing
Insurance Fund’’ for ‘‘debentures of the Housing Insur-
ance Fund issued by the Commissioner under this sub-
chapter’’.

Subsec. (f). Pub. L. 89–117, § 1108(e)(3), repealed subsec.
(f) which created the Housing Insurance Fund.

Subsecs. (h) to (l). Pub. L. 89–117, § 1108(e)(4), sub-
stituted ‘‘General Insurance Fund’’ for ‘‘Housing Insur-
ance Fund’’ and ‘‘Housing Fund’’ wherever appearing.

Subsec. (m). Pub. L. 89–117, § 1108(e)(3), repealed sub-
sec. (m) which provided for credits and charges in the
Housing Insurance Fund.

Subsec. (p). Pub. L. 89–117, § 1108(e)(3), repealed sub-
sec. (p) which provided for the disposition of surplus
moneys in the Housing Insurance Fund and the invest-
ment of such moneys.

1964—Subsec. (c)(2). Pub. L. 88–560, § 106, substituted
‘‘Provided, That this limitation shall not apply’’ for
‘‘Provided, That except with respect to a mortgage exe-
cuted by a mortgagor coming within the provisions of
subsection (b)(1) of this section or a mortgage on a
trailer court or park, such mortgage shall not exceed
the amount which the Commissioner estimates will be
the cost of the completed physical improvements on
the property or project exclusive of public utilities and
streets and organization and legal expenses: Provided,
further, That this limitation shall not apply’’ before ‘‘to
mortgages on housing in Alaska.’’

Subsec. (c)(3). Pub. L. 88–560, § 107(a), changed limits
on mortgages for property or project attributable to
dwelling use from ‘‘$2,500 per room (or $9,000 per family
unit if the number of rooms in such property or project
is less than four per family unit)’’ to ‘‘$9,000 per family
unit without a bedroom, $12,500 per family unit with
one bedroom, $15,000 per family unit with two bed-
rooms, and $18,500 per family unit with three or more
bedrooms’’, changed such mortgage limits on project
consisting of elevator-type structures from a sum ‘‘of
$2,500 per room to not exceed $3,000 per room and the
dollar amount limitation of $9,000 per family unit to
not exceed $9,400 per family unit’’ to dollar amount

limitations ‘‘per family unit to not to exceed $10,500 per
family unit without a bedroom, $15,000 per family unit
with one bedroom, $18,000 per family unit with two bed-
rooms, and $22,500 per family unit with three or more
bedrooms’’, and substituted provision authorizing an
increase ‘‘by not to exceed 45 per centum’’ of any of
such limits because of cost levels for former provision
authorizing such an increase ‘‘by not to exceed $1,250
per room without regard to the number of rooms being
less than four, or four or more’’.

Subsec. (g). Pub. L. 88–560, § 105(b), inserted provision
for termination of mortgagee’s obligation to pay pre-
mium charges on the mortgage.

Subsec. (k). Pub. L. 88–560, § 108, struck out second
sentence providing for mandatory acquisition or fore-
closure within one year of multifamily project in de-
fault.

1961—Subsec. (b)(2). Pub. L. 87–70, § 607(1), struck out
provisions from first paragraph which limited the Com-
missioner’s authority to insure mortgages to property
held by private corporations, associations, cooperative
societies which are legal agents of owner-occupants, or
trusts formed or created for the purpose of rehabilitat-
ing slum or blighted areas, or providing housing for
rent or sale.

Subsec. (c)(3). Pub. L. 87–70, § 607(2), (3), inserted ‘‘(ex-
cluding exterior land improvements as defined by the
Commissioner)’’ and substituted ‘‘$1,800 per space’’ for
‘‘$1,500 per space’’.

Subsec. (i). Pub. L. 87–70, § 607(4), permitted deben-
tures issued pursuant to the provisions of section
1715k(f), 1715l(g), and 1715x of this title to be dated as of
the date the mortgage is assigned (or the property is
conveyed) to the Commissioner.

1960—Subsec. (a)(7). Pub. L. 86–624 struck out ‘‘Ha-
waii,’’ before ‘‘Puerto Rico’’.

1959—Subsec. (a)(7). Pub. L. 86–70, § 10(a), struck out
‘‘Alaska,’’ before ‘‘Hawaii’’.

Subsec. (b). Pub. L. 86–372, § 104(e)(1), struck out ex-
ceptions that related to housing for elderly persons
from the two unnumbered paragraphs following par. (2).

Subsec. (c). Pub. L. 86–372, § 104(c), (e)(2), struck out
provisions that authorized insurance of mortgages not
more than $8,100 if the entire property or project was
specially designed for the use and occupancy of elderly
persons and the mortgagor is a financially qualified
nonprofit organization, and substituted in the unnum-
bered paragraph following par. (3) ‘‘51⁄4 per centum per
annum’’ for ‘‘41⁄2 per centum per annum’’.

Subsec. (c)(1). Pub. L. 86–372, § 104(a), substituted
‘‘$20,000,000’’ for ‘‘$12,500,000’’.

Subsec. (c)(2). Pub. L. 86–70, § 10(b), substituted ‘‘Alas-
ka’’ for ‘‘the Territory of Alaska’’.

Subsec. (c)(3). Pub. L. 86–372, § 104(b), substituted
‘‘$2,500’’ for ‘‘$2,250’’ in two places, ‘‘$9,000’’ for ‘‘$8,100’’
in two places, ‘‘$3,000’’ for ‘‘$2,700’’, ‘‘$9,400’’ for ‘‘$8,400’’,
‘‘$1,250 per room’’ for ‘‘$1,000 per room’’, ‘‘$1,500 per
space’’ for ‘‘$1,000 per space’’, and ‘‘$500,000’’ for
‘‘$300,000’’.

Subsec. (f). Pub. L. 86–372, § 104(e)(3), substituted ‘‘sec-
tions 1715a, 1715e, 1715v, and 1715w of this title’’ for
‘‘sections 1715a and 1715e of this title’’ in two places.

Subsec. (r). Pub. L. 86–372, § 104(d), added subsec. (r).
1957—Subsec. (c). Pub. L. 85–104, § 110, inserted in un-

numbered paragraph following par. (3), ‘‘(or $8,400 per
family unit in the case of projects to consist of eleva-
tor-type structures)’’ and ‘‘and may permit single el-
derly persons to use and occupy such units’’.

Subsec. (c)(3). Pub. L. 85–104, § 109, struck out ‘‘per
room’’ after ‘‘limitations’’, and inserted ‘‘without re-
gard to the number of rooms being less than four, or
four or more,’’.

Subsec. (i). Pub. L. 85–104, § 108(b), substituted in sec-
ond sentence, ‘‘established by the Commissioner pursu-
ant to section 1715o of this title’’ for ‘‘determined by
the Commissioner, with the approval of the Secretary
of the Treasury, at the time the mortgage was insured,
but not to exceed 3 per centum per annum’’.

Subsec. (q). Pub. L. 85–104, § 111, repealed provisions
which related to insurance of mortgages by Federal Na-
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tional Mortgage Association. See section 1715e of this
title.

1956—Subsec. (b). Act Aug. 7, 1956, § 104(b), inserted
‘‘(except provisions relating to housing for elderly per-
sons)’’ before ‘‘to take’’ in paragraph following par. (2),
and inserted ‘‘(except with respect to housing designed
for elderly persons, with occupancy preference therefor,
as provided in the paragraph following paragraph (3) of
subsection (c) of this section)’’ after ‘‘hereunder’’ in
second unnumbered par. following par. (2).

Subsec. (c). Act Aug. 7, 1956, § 104(c), substituted pro-
visions of unnumbered par. following par. (3) that in
certain housing for elderly persons, the mortgage may
involve a principal obligation of $8,100 per family unit
and 90 percent of the replacement cost, for former pro-
visions that if the number of bedrooms is equal or ex-
ceeds two per family unit, and the principal obligation
does not exceed $7,200 per family unit, the mortgage
may involve a principal obligation not in excess of 90
percent of the value of the property.

Subsec. (c)(2). Act Aug. 7, 1956, § 103(a), substituted
‘‘90 per centum’’ for ‘‘80 per centum’’.

Subsec. (c)(3). Act Aug. 7, 1956, § 103(b), increased lim-
its on mortgages from $2,000 per room to $2,250 per
room, from $7,200 to $8,100 where the number of rooms
in the project is less than 4 per family unit, from $2,400
to $2,700 per room and $7,500 to $8,400 per family unit for
elevator type structures, and inserted provision allow-
ing Commissioner to increase dollar amount limita-
tions by not to exceed $1,000 per room.

1955—Subsec. (a). Act Aug. 11, 1955, § 102(b)(1), (2), in-
serted provisions relating to trailer coach mobile
dwellings in par. (1)(B), and included space in a trailer
court or park in the definition of ‘‘rental housing’’ in
par. (6).

Subsec. (c). Act Aug. 11, 1955, § 102(b)(5), amended last
paragraph to authorize insurance of mortgages on rent-
al properties having eight or more family units.

Subsec. (c)(1). Act Aug. 11, 1955, § 102(c), increased
from $5,000,000 to $12,500,000 the limitation on the maxi-
mum amount of a mortgage.

Subsec. (c)(2). Act Aug. 11, 1955, § 102(b)(3), inserted
‘‘or mortgage on a trailer court or park’’.

Subsec. (c)(3). Act Aug. 11, 1955, § 102(b)(4), inserted
‘‘or not to exceed $1,000 per space or $300,000 per mort-
gage for trailer courts or parks’’.

1954—Subsec. (c)(2). Act Aug. 2, 1954, § 115(1), (2), in-
serted the proviso relating to mortgage insurance with
respect to construction in slum or blighted areas, and
inserted the reference to Guam.

Subsec. (c)(3). Act Aug. 2, 1954, § 115(3), struck out the
$10,000 per family-unit limitation, and inserted provi-
sions permitting an increase in the limitations of $2,000
per room and $7,200 per family unit (less than four
rooms) to $2,400, and $7,500, respectively, for elevator-
type structures.

Subsec. (d). Act Aug. 2, 1954, § 116, inserted in first
sentence ‘‘of the Housing Insurance Fund’’ after ‘‘de-
bentures’’.

Subsec. (h). Act Aug. 2, 1954, § 117, at end of first sen-
tence, inserted provision relating to inclusion of fore-
closure costs, costs of acquisition, and costs of convey-
ance to the Commissioner.

Subsec. (i). Act Aug. 2, 1954, § 112(b), substituted in
second sentence a twenty-year period for the ten-year
period, with respect to the maturity of debentures.

1953—Subsec. (c). Act June 30, 1953, § 5(a), added par.
following par. (3).

Subsec. (c)(2). Act June 30, 1953, § 5(a), substituted ‘‘80
per centum of the estimated value of the property or
project (when the proposed improvements are com-
pleted)’’ for limitation of 90 per centum of value attrib-
utable to dwelling use up to $7,000 per family unit, 60
per centum of such value over $7,000 and up to $10,000,
and 90 per centum of value attributable to non-dwelling
use.

Subsec. (c)(3). Act June 30, 1953, § 5(a), substituted
provisions for maximum mortgage amount of $2,000 per
room (or $7,200 per family unit if the number of rooms
does not equal or exceed four per family unit), up to

$10,000 per family unit, for provisions which fixed a lim-
itation of $8,100 per family unit (or $7,200 if the number
of rooms was less than four per family unit), provided
for amortization of the mortgage and rate of interest,
provided for consent to release of part of mortgaged
property, prohibited acceptance of mortgages on prop-
erties not economically sound, and provided for inclu-
sion with mortgaged properties adequate commercial
and community facilities.

Subsec. (i). Act June 30, 1953, § 5(b), substituted in sec-
ond sentence, ‘‘ten’’ years for ‘‘twenty’’ years.

1952—Subsec. (a)(7). Act July 14, 1952, inserted
‘‘Guam,’’ after ‘‘District of Columbia,’’.

1951—Subsec. (c)(2). Act Sept. 1, 1951, § 605, in cl. (i),
substituted ‘‘of the property or project attributable to
dwelling use’’ for ‘‘of the property or project’’; in cl.
(ii), inserted ‘‘and’’ after ‘‘unit’’; and added cl. (iii).

Subsec. (c)(3). Act Sept. 1, 1951, § 605, substituted
‘‘four per family unit’’ for ‘‘four and one-half per family
unit’’.

Subsec. (i). Act Sept. 1, 1951, § 604(b), substituted in
second sentence the provision that such debentures
shall mature twenty years after the date thereof, for
the provision that they should mature three years after
the first day of July following the maturity date of the
mortgage in exchange for which the debentures were is-
sued.

1950—Act Apr. 20, 1950, § 122, substituted ‘‘Commis-
sioner’’ for ‘‘Administrator’’ wherever appearing.

Subsec. (b). Act Apr. 20, 1950, § 106, added last two un-
numbered pars.

Subsec. (c)(2). Act Apr. 20, 1950, § 107(1), provided that
the mortgage would not exceed 90% of the first $7,000
estimated value of the property and 60% of such esti-
mated value in excess of $7,000 and not in excess of
$10,000.

Subsec. (c)(3). Act Apr. 20, 1950, § 107(2), (3), provided
a dollar mortgage limitation of $8,100 per family unit or
$7,200 per family unit if the number of rooms did not
equal or exceed four and one-half per family unit, and
struck out ‘‘, except that with respect to mortgages in-
sured under the provisions of the second proviso of
paragraph (2) of this subsection, which mortgages are
authorized to have a maturity of not exceeding forty
years from the date of insurance of the mortgage, such
interest rate shall not exceed 4 per centum per annum’’
in first sentence of last par.

Subsec. (d). Act Apr. 20, 1950, § 108, struck out ‘‘one-
half of’’ before ‘‘1 per centum’’ in proviso.

Subsec. (f). Act Apr. 20, 1950, § 109, inserted ‘‘and sec-
tion 1715e’’ before ‘‘of this title’’ wherever appearing.

Subsec. (g). Act Apr. 20, 1950, § 110, inserted ‘‘and any
mortgage insurance premiums paid after default’’ after
‘‘preservation of the property’’ in cl. (C) of last sen-
tence, and substituted proviso of last sentence for the
one reading ‘‘That the mortgagee in event of a default
under the mortgage, may, at its option and in accord-
ance with rules and regulations to be prescribed by the
Commissioner, proceed to foreclose on or otherwise ac-
quire the property as provided in the case of a mort-
gage which is in default under section 1715a of this title
and receive the benefits of the insurance as provided in
such section’’.

Subsec. (h). Act Apr. 20, 1950, § 111, substituted ‘‘under
this section’’ after ‘‘claim issued’’ in first sentence for
‘‘by the Commissioner to any mortgagee upon the as-
signment of the mortgage to the Commissioner’’.

Subsec. (i). Act Apr. 20, 1950, § 112, struck out first
sentence and substituted ‘‘Debentures issued under this
section shall be executed in the name of the Housing
Insurance Fund as obligor, shall be signed by the Com-
missioner by either his written or engraved signature,
shall be negotiable, and shall be dated as of the date of
default as determined in subsection (g) of this section
and shall bear interest from such date’’.

1948—Subsec. (b)(1) Act Aug. 10, 1948, § 101(m), sub-
stituted ‘‘restricted by Federal or State laws or regula-
tions of State banking or insurance departments’’ for
‘‘formed under and restricted by Federal or State hous-
ing laws’’.
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Subsec. (c). Act Aug. 10, 1948, § 101(n)(1)–(3), amended
first sentence generally, inserted ‘‘except that with re-
spect to mortgages insured under the provisions of the
second proviso of paragraph numbered (2) of this sub-
section, which mortgages are hereby authorized to have
a maturity of not exceeding forty years from the date
of the insurance of the mortgage, such interest rate
shall not exceed 4 per centum per annum’’ at end of sec-
ond sentence, and inserted last sentence.

Act July 1, 1948, inserted proviso.
Subsec. (g). Act Aug. 10, 1948, § 101(o), substituted, in

cl. (ii), ‘‘(1)’’ for ‘‘(2)’’.
Subsec. (h). Act Aug. 10, 1948, § 101(p), substituted ‘‘re-

tained by the Housing Administrator and credited to
the Housing Insurance Fund’’ for ‘‘paid to the mortga-
gor of such property’’.

Subsec. (q). Act Aug. 10, 1948, § 101(r), added subsec.
(q).

1941—Subsec. (a)(1). Act Mar. 28, 1941, § 4(b)(1), struck
out ‘‘district or territory’’.

Subsec. (a)(7). Act Mar. 28, 1941, § 4(b)(2), added par.
(7).

1939—Subsec. (c). Act June 3, 1939, amended first sen-
tence generally.

1938—Act of Feb. 3, 1938, amended section generally.
1935—Act Aug. 23, 1935, inserted ‘‘property’’ before

‘‘project’’ in last sentence.

EFFECTIVE DATE OF 1983 AMENDMENT

Section 431(c) of Pub. L. 98–181 provided that: ‘‘The
amendments made in this section [amending this sec-
tion and section 1715y of this title] shall not apply with
respect to mortgages insured by the Secretary of Hous-
ing and Urban Development before the date of the en-
actment of this Act [Nov. 30, 1983].’’

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

EFFECTIVE DATE OF 1954 AMENDMENT

Amendment by section 112(b) of act Aug. 2, 1954, as
not applicable in any case where the mortgage involved
was insured or the commitment for the insurance was
issued prior to Aug. 2, 1954, see section 112(e) of that
act, set out as a note under section 1710 of this title.

REPEALS

The directory language of, but not the amendment
made by, Pub. L. 90–301, § 3(b), May 7, 1968, 82 Stat. 114,
cited as a credit to this section, was repealed by Pub.
L. 98–181, title IV, § 404(a), Nov. 30, 1983, 97 Stat. 1208.

REGULATIONS

Section 509(h) of Pub. L. 102–550 provided that: ‘‘The
Secretary of Housing and Urban Development shall
issue regulations necessary to carry out the amend-
ments made by subsections (a) through (g) [amending
this section and sections 1715e, 1715k, 1715l, 1715v, and
1715y of this title], which shall take effect not later
than the expiration of the 1-year period beginning on
the date of the enactment of this Act [Oct. 28, 1992].’’

TERMINATION OF TRUST TERRITORY OF THE PACIFIC
ISLANDS

For termination of Trust Territory of the Pacific Is-
lands, see note set out preceding section 1681 of Title
48, Territories and Insular Possessions.

DELEGATION OF PROCESSING OF MORTGAGE INSURANCE

Pub. L. 101–625, title III, § 328, Nov. 28, 1990, 104 Stat.
4138, as amended by Pub. L. 102–242, title II, § 226, Dec.
19, 1991, 105 Stat. 2307, provided that:

‘‘(a) AUTHORITY.—Not later than the expiration of the
60-day period beginning on the date of enactment this
Act [Nov. 28, 1990], the Secretary of Housing and Urban
Development shall implement a system of mortgage in-

surance for mortgages insured under section 207, 221,
223, 232, or 241 of the National Housing Act [12 U.S.C.
1713, 1715l, 1715n, 1715w, 1715z–6] that delegates process-
ing functions to selected approved mortgagees or other
individuals and entities expressly approved by the De-
partment of Housing and Urban Development. Under
such system, the Secretary shall retain the authority
to approve rents, expenses, property appraisals, and
mortgage amounts and to execute a firm commitment.

‘‘(b) FULL INSURANCE PROGRAM.—Notwithstanding
subsection (a), the Secretary shall maintain a viable
system for full insurance programs under such Act
[this chapter] under which all processing functions are
performed by officers and employees of the Department
of Housing and Urban Development.’’

LIMITATION ON NUMBER OF DWELLING UNITS WITH
MORTGAGES NOT PROVIDING FOR COMPLETE AMORTI-
ZATION

Section 446(f) of Pub. L. 98–181 provided that: ‘‘The
aggregate number of dwelling units included in prop-
erties covered by mortgages insured pursuant to the
authority granted in the amendments made by this sec-
tion [amending sections 1713, 1715k, 1715l, and 1715v of
this title] in any fiscal year may not exceed 10,000.’’

AMENDMENTS TO PROVISIONS FOR FAMILY UNIT LIMITS
ON RENTAL HOUSING; EQUITABLE APPLICATION OF
SUCH AMENDMENTS OR PRE-AMENDMENT PROVISIONS
TO PROJECTS SUBMITTED FOR CONSIDERATION PRIOR
TO SEPTEMBER 2, 1964

Section 107(g) of Pub. L. 88–560, as amended by Pub.
L. 90–19, § 21(a), May 25, 1967, 81 Stat. 25, provided that
if the Secretary of Housing and Urban Development de-
termined that it would be inequitable to apply the pro-
visions of the National Housing Act as amended by sec-
tion 107 [amending sections 1713, 1715e, 1715k, 1715l,
1715v, and 1748h–2 of this title] to a project which had
been submitted for his consideration prior to Sept. 2,
1964, such provisions could be applied to such project
without regard to the amendments made by section 107.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 24, 1464, 1710,
1712a, 1715c, 1715e, 1715k, 1715l, 1715r, 1715v, 1715w, 1715x,
1715y, 1715z–3, 1715z–6, 1715z–7, 1715z–18, 1717, 1731b, 1735,
1743, 1744, 1748b, 1748h–2, 1749aaa–2, 1750g of this title;
title 42 sections 1490p–2, 1594a, 3535.

§ 1714. Taxation

Nothing in this subchapter shall be construed
to exempt any real property acquired and held
by the Secretary under this subchapter from
taxation by any State or political subdivision
thereof, to the same extent, according to its
value, as other real property is taxed.

(June 27, 1934, ch. 847, title II, § 208, 48 Stat. 1252;
Feb. 3, 1938, ch. 13, § 3, 52 Stat. 22; Apr. 20, 1950,
ch. 94, title I, § 122, 64 Stat. 59; Pub. L. 90–19,
§ 1(a)(3), May 25, 1967, 81 Stat. 17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’.

1938—Act Feb. 3, 1938, corrected error in spelling of
‘‘subdivision’’.

§ 1715. Statistical and economic surveys

The Secretary shall cause to be made in con-
nection with the insurance programs such sta-
tistical surveys and legal and economic studies
as he shall deem useful to guide the develop-
ment of housing and the creation of a sound
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mortgage market in the United States, and shall
publish from time to time the results of such
surveys and studies. Expenses of such studies
and surveys, and expenses of publication and
distribution of the results of such studies and
surveys, shall be charged as a general expense of
such insurance fund or funds, as the Secretary
shall determine.

(June 27, 1934, ch. 847, title II, § 209, 48 Stat. 1252;
Feb. 3, 1938, ch. 13, § 3, 52 Stat. 22; Mar. 28, 1941,
ch. 31, § 4(c), 55 Stat. 62; Apr. 20, 1950, ch. 94, title
I, § 122, 64 Stat. 59; Pub. L. 87–70, title VI, § 612(d),
June 30, 1961, 75 Stat. 181; Pub. L. 89–117, title XI,
§ 1108(f), Aug. 10, 1965, 79 Stat. 504; Pub. L. 90–19,
§ 1(a)(3), (f), May 25, 1967, 81 Stat. 17, 18.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing and inserted ‘‘in con-
nection with the insurance programs’’ after ‘‘made’’.

1965—Pub. L. 89–117 struck out ‘‘or account or ac-
counts,’’ after ‘‘fund or funds,’’.

1961—Pub. L. 87–70 substituted ‘‘shall be charged as a
general expense of such insurance fund or funds, or ac-
count or accounts, as the Commissioner shall deter-
mine’’ for ‘‘shall be charged as a general expense of the
Fund, the Housing Fund, and the Defense Housing In-
surance Fund in such proportion as the Commissioner
shall determine’’.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’ wherever appearing.

1941—Act Mar. 28, 1941, substituted ‘‘Fund, the Hous-
ing Fund, and the Defense Housing Insurance Fund’’ for
‘‘Fund and the Housing Fund’’.

1938—Act Feb. 3, 1938, inserted ‘‘and the Housing
Fund in such proportion as the Administrator shall de-
termine’’ after ‘‘Fund’’.

§ 1715a. Repealed. June 3, 1939, ch. 175, § 13, 53
Stat. 807

Section, act June 27, 1934, ch. 847, title II, § 210, as
added by act Feb. 3, 1938, ch. 13, § 3, 52 Stat. 22, related
to additional housing insurance.

APPLICATIONS PRIOR TO REPEAL

Section 13 of act June 3, 1939, which repealed this sec-
tion, also provided: ‘‘That the Administrator is author-
ized to insure under said section [this section] any
mortgage for the insurance of which an application has
been filed with him prior to the effective date of this
act.’’

§ 1715b. Rules and regulations

The Secretary is authorized and directed to
make such rules and regulations as may be nec-
essary to carry out the provisions of this sub-
chapter.

(June 27, 1934, ch. 847, title II, § 211, as added Feb.
3, 1938, ch. 13, § 3, 52 Stat. 23; amended Apr. 20,
1950, ch. 94, title I, § 122, 64 Stat. 59; Pub. L. 90–19,
§ 1(a)(3), May 25, 1967, 81 Stat. 17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’.

REGULATIONS

Pub. L. 98–479, title I, § 104(f), Oct. 17, 1984, 98 Stat.
2226, required Secretary of Housing and Urban Develop-
ment, not later than Oct. 31, 1984, to issue regulations
to carry out amendments made to section 1715z–7 of

this title by section 436 of Housing and Urban-Rural Re-
covery Act of 1983, Pub. L. 98–181.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 15 sections 77d, 78c.

§ 1715c. Labor standards

(a) The Secretary shall not insure under sec-
tion 1713 or section 1715a of this title or under
section 1743 of this title pursuant to any applica-
tion for insurance filed subsequent to the effec-
tive date of this section, or under section 1715e
of this title, or under subchapter VII of this
chapter pursuant to any application filed subse-
quent to sixty days after April 20, 1950, or under
section 1748b or 1748h–2 of this title, or under
section 1750g of this title, a mortgage or invest-
ment which covers property on which there is or
is to be located a dwelling or dwellings, or a
housing project, the construction of which was
or is to be commenced subsequent to such date,
unless the principal contractor files a certificate
or certificates (at such times, in course of con-
struction or otherwise, as the Secretary may
prescribe) certifying that the laborers and me-
chanics employed in the construction of the
dwelling or dwellings or the housing project in-
volved have been paid not less than the wages
prevailing in the locality in which the work was
performed for the corresponding classes of labor-
ers and mechanics employed on construction of
a similar character, as determined by the Sec-
retary of Labor, in accordance with sections
3141–3144, 3146, and 3147 of title 40, prior to the
beginning of construction and after the date of
the filing of the application for insurance. The
provisions of this section shall also apply to the
insurance of any loan or mortgage under section
1715k or section 1715x of this title which covers
property on which there is located a dwelling or
dwellings designed principally for residential
use for twelve or more families. The provisions
of this section shall apply to the insurance
under section 1715l of this title of any mortgage
described in subsection (d)(3) or (d)(4) and (deem-
ing the term ‘‘construction’’ as used in the first
sentence of this subsection to mean rehabilita-
tion) of any mortgage described in subsection
(h)(1) or section 1715z(j)(1) of this title which
covers property on which there is located a
dwelling or dwellings designed principally for
residential use for more than eight families; ex-
cept that compliance with such provisions may
be waived by the Secretary—

(1) with respect to mortgages described in
such subsection (d)(3) or (d)(4), in cases or
classes of cases where laborers or mechanics
(not otherwise employed at any time in the
construction of the project) voluntarily do-
nate their services without compensation for
the purpose of lowering their housing costs in
a cooperative housing project and the Sec-
retary determines that any amounts saved
thereby are fully credited to the cooperative
undertaking the construction, and

(2) with respect to mortgages described in
such subsection (h)(1) or section 1715z(j)(1) of
this title, in cases or classes of cases where
prospective owners of such dwellings, volun-
tarily donate their services without compensa-
tion, or other persons (not otherwise employed
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at any time in the rehabilitation of the prop-
erty) voluntarily donate their services with-
out compensation, and the Secretary deter-
mines that any amounts saved thereby are
fully credited to the nonprofit organization
undertaking the rehabilitation.

The provisions of this section shall also apply to
the insurance of any mortgage under sections
1715v, 1715w, or 1715z–1 of this title except that
compliance with such provisions may be waived
by the Secretary in cases or classes of cases
where laborers or mechanics, not otherwise em-
ployed at any time on the project, voluntarily
donate their services without full compensation
for the purpose of lowering the costs of con-
struction and the Secretary determines that any
amounts thereby saved are fully credited to the
nonprofit corporation, association, or other or-
ganization undertaking the construction. The
provisions of this section shall also apply to the
insurance of any mortgage under section
1715y(d) of this title. The provisions of this sec-
tion shall also apply to the insurance of any
mortgage under section 1715z–7 of this title, ex-
cept that compliance with such provisions may
be waived by the Secretary in cases or classes of
cases where laborers or mechanics, not other-
wise employed at any time on the project, vol-
untarily donate their services without com-
pensation for the purpose of lowering the costs
of construction and the Secretary determines
that any amounts thereby saved are fully cred-
ited to the nonprofit corporation, association, or
other organization undertaking the construc-
tion; and each laborer or mechanic employed on
any facility covered by a mortgage insured
under section 1715z–7 of this title shall receive
compensation at a rate not less than one and
one-half times his basic rate of pay for all hours
worked in any workweek in excess of eight
hours in any workday or forty hours in the
workweek, as the case may be. The provisions of
this section shall also apply to the insurance of
any mortgage under subchapter IX–B of this
chapter; and each laborer or mechanic employed
on any facility covered by a mortgage insured
under such subchapter IX–B shall receive com-
pensation at a rate not less than one and one-
half times his basic rate of pay for all hours
worked in any workweek in excess of eight
hours in any workday or forty hours in the
workweek, as the case may be.

(b) The Secretary is authorized to make such
rules and regulations as may be necessary to
carry out the provisions of this section.

(c) There is authorized to be appropriated for
the remainder of the fiscal year ending June 30,
1939, and for each fiscal year thereafter, a sum
sufficient to meet all necessary expenses of the
Department of Labor in making the determina-
tions provided for in subsection (a) of this sec-
tion.

(June 27, 1934, ch. 847, title II, § 212, as added
June 3, 1939, ch. 175, § 14, 53 Stat. 807; amended
May 26, 1942, ch. 319, § 10, 56 Stat. 303; Aug. 8,
1949, ch. 403, § 3, 63 Stat. 576; Apr. 20, 1950, ch. 94,
title I, §§ 113, 122, 64 Stat. 54, 59; Sept. 1, 1951, ch.
378, title II, § 203, 65 Stat. 303; Aug. 2, 1954, ch.
649, title I, § 118, 68 Stat. 595; Pub. L. 86–372, title
I, § 110(f), title II, § 201(b), title VII, § 704(c), Sept.

23, 1959, 73 Stat. 661, 667, 686; Pub. L. 87–70, title
VI, § 612(e), June 30, 1961, 75 Stat. 181; Pub. L.
88–349, § 3, July 2, 1964, 78 Stat. 239; Pub. L.
88–560, title I, § 119(b), Sept. 2, 1964, 78 Stat. 782;
Pub. L. 89–117, title I, § 102(c), title II, § 201(b)(4),
Aug. 10, 1965, 79 Stat. 454, 465; Pub. L. 89–754,
title III, § 311, title V, § 503, Nov. 3, 1966, 80 Stat.
1270, 1277; Pub. L. 90–19, § 1(a) (3), May 25, 1967, 81
Stat. 17; Pub. L. 90–448, title I, § 101(d), title II,
§ 201(b)(1), title XV, § 1502, Aug. 1, 1968, 82 Stat.
484, 501, 600; Pub. L. 91–609, title I, § 110(c), Dec.
31, 1970, 84 Stat. 1772; Pub. L. 101–235, title I,
§ 133(d)(2), Dec. 15, 1989, 103 Stat. 2027.)

REFERENCES IN TEXT

Section 1715a of this title, referred to in subsec. (a),
which related to additional housing insurance, was re-
pealed by section 13 of act June 3, 1939, ch. 175, 53 Stat.
807.

Effective date of this section, referred to in subsec.
(a), probably means June 3, 1939, the date of enactment
of act June 3, 1939.

Subsections (d)(3), (d)(4), and (h)(1), referred to in sub-
sec. (a), are references to such subsections in section
1715l of this title.

CODIFICATION

‘‘Sections 3141–3144, 3146, and 3147 of title 40’’ sub-
stituted in subsec. (a) for ‘‘the Davis-Bacon Act, as
amended’’ on authority of Pub. L. 107–217, § 5(c), Aug.
21, 2002, 116 Stat. 1303, the first section of which enacted
Title 40, Public Buildings, Property, and Works.

AMENDMENTS

1989—Subsec. (a). Pub. L. 101–235 struck out seventh
sentence which read as follows: ‘‘The provisions of this
section shall also apply to insurance under subchapter
IX–A of this chapter with respect to laborers and me-
chanics employed in land development financed with
the proceeds of any mortgage insured under that sub-
chapter.’’

1970—Subsec. (a). Pub. L. 91–609 inserted reference to
other organization in sixth sentence.

1968—Subsec. (a). Pub. L. 90–448 inserted references to
sections 1715z(j)(1) and 1715z–1 of this title, and made
provisions of this section applicable to the insurance of
mortgages under section 1715z–7 of this title, permitted
waiver of compliance in cases or classes of cases where
laborers or mechanics, not otherwise employed on the
project, voluntarily donate their services without com-
pensation for the purpose of lowering costs and savings
are fully credited to the nonprofit corporation or asso-
ciation, and required payment of overtime to laborers
or mechanics employed on facilities covered by a mort-
gage insured under section 1715z–7 of this title.

1967—Subsecs. (a), (b). Pub. L. 90–19 substituted ‘‘Sec-
retary’’ for ‘‘Commissioner’’ wherever appearing.

1966—Subsec. (a). Pub. L. 89–754 defined ‘‘construc-
tion’’ in third sentence, made provisions of this section
applicable to mortgage described in subsec. (h)(1) cover-
ing property improved with residential dwellings for
use by more than eight families, provided for waiver of
requirement of compliance with respect to mortgages
described in subsec. (d)(3) or (d)(4) and subsec. (h)(1),
made the provisions of this section applicable to insur-
ance of mortgage under subchapter IX–B of this chap-
ter, and provided for overtime compensation for work
on group practice facilities covered by mortgage insur-
ance under such subchapter IX–B.

1965—Subsec. (a). Pub. L. 89–117 substituted ‘‘de-
scribed in subsection (d)(3) or (d)(4)’’ for ‘‘described in
subsection (d)(3) in the case of a cooperative or a lim-
ited profit mortgagor, or in subsection (d)(4) thereof’’,
and applied provisions of this section to insurance
under subchapter IX–A of this chapter with respect to
laborers and mechanics employed in land development
financed with the proceeds of any mortgage insured
under that subchapter.
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1964—Subsec. (a). Pub. L. 88–560 inserted provision
that this section shall also apply to the insurance of
any mortgage under section 1715y(d) of this title.

Pub. L. 88–349 inserted ‘‘in accordance with the Davis-
Bacon Act, as amended’’.

1961—Subsec. (a). Pub. L. 87–70 made section applica-
ble to the insurance of mortgages under section 1715x of
this title and to insurance under section 1715l of this
title of mortgages described in subsec. (d)(3) thereof in
the case of a cooperative or a limited profit mortgagor.

1959—Subsec. (a). Pub. L. 86–372 substituted ‘‘or under
section 1748b or 1748h–2 of this title’’ for ‘‘or under sub-
chapter VIII of this chapter’’, and inserted provisions
making this section applicable to the insurance under
section 1715 of this title of any mortgage described in
subsection (d)(4) thereof, and to the insurance of any
mortgage under section 1715v or 1715w of this title.

1954—Subsec. (a). Act Aug. 2, 1954, inserted sentence
making section applicable to insurance of any mort-
gage under section 1715k of this title which covers prop-
erty on which is located a dwelling or dwellings de-
signed principally for residential use for twelve or more
families.

1951—Subsec. (a). Act Sept. 1, 1951, inserted reference
to section 1750g of this title after ‘‘subchapter VIII of
this chapter,’’.

1950—Act Apr. 20, 1950, § 122, substituted ‘‘Commis-
sioner’’ for ‘‘Administrator’’ wherever appearing.

Subsec. (a). Act Apr. 20, 1950, § 113, substituted ‘‘or
under section 213 of this title, or under title VII pursu-
ant to any application filed subsequent to sixty days
after the date of enactment of the Housing Act of 1950,
or under title VIII, a mortgage or investment’’ for ‘‘or
under subchapter VIII of this chapter’’.

1949—Subsec. (a). Act Aug. 8, 1949, inserted ‘‘, or
under subchapter VIII of this chapter’’ after ‘‘effective
date of this section’’.

1942—Subsec. (a). Act May 26, 1942, inserted reference
to section 1743 of this title.

EFFECTIVE DATE OF 1964 AMENDMENT

Section 4 of Pub. L. 88–349 provided that: ‘‘The
amendments made by this Act [amending this section,
section 276a of former Title 40, Public Buildings, Prop-
erty, and Works, and section 1114 of former Title 49,
Transportation] shall take effect on the ninetieth day
after the date of enactment of this Act [July 2, 1964],
but shall not affect any contract in existence on such
effective date or made thereafter pursuant to invita-
tions for bids outstanding on such effective date and
the rate of payments specified by section 1(b)(2) of the
Act of March 3, 1931, as amended by this Act [now 40
U.S.C. 3141(2)(B)], shall, during a period of two hundred
and seventy days after such effective date, become ef-
fective only in those cases and reasonable classes of
cases as the Secretary of Labor, acting as rapidly as
practicable to make such rates of payments fully effec-
tive, shall by rule of regulation provide.’’

ENFORCEMENT OF LABOR STANDARDS

Labor standards under provisions of this section to be
prescribed and enforced by Secretary of Labor, see
Reorg. Plan No. 14 of 1950, eff. May 24, 1950, 15 F.R. 3176,
64 Stat. 1267, set out in the Appendix to Title 5, Govern-
ment Organization and Employees.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1715e, 1750b of
this title.

§ 1715d. Insurance of mortgages on property in
Alaska, Guam, Hawaii, and Virgin Islands

If the Secretary of Housing and Urban Devel-
opment finds that, because of higher costs pre-
vailing in Alaska, Guam, Hawaii, or the Virgin
Islands, it is not feasible to construct dwellings
or manufactured home courts or parks on prop-
erty located in Alaska, Guam, Hawaii, or the

Virgin Islands without sacrifice of sound stand-
ards of construction, design, or livability, with-
in the limitations as to maximum or maxima
mortgage amounts provided in this chapter, the
Secretary may, by regulations or otherwise, pre-
scribe, with respect to dollar amount, a higher
maximum or maxima for the principal obliga-
tion of mortgages insured under this chapter
covering property located in Alaska, Guam, Ha-
waii, or the Virgin Islands in such amounts as
he shall find necessary to compensate for such
higher costs but not to exceed, in any event, the
maximum or maxima otherwise applicable (in-
cluding increased mortgage amounts in geo-
graphical areas where cost levels so require) by
more than one-half thereof. No mortgage with
respect to a project or property in Alaska,
Guam, Hawaii, or the Virgin Islands shall be ac-
cepted for insurance under this chapter unless
the Secretary finds that the project or property
is an acceptable risk giving consideration to the
acute housing shortage in Alaska, Guam, Ha-
waii, or the Virgin Islands: Provided, That any
such mortgage may be insured or accepted for
insurance without regard to any requirement in
any other section of this chapter that the Sec-
retary find the project or property to be eco-
nomically sound or an acceptable risk. Notwith-
standing any of the provisions of this chapter or
any other law, the Alaska Housing Authority or
the Government of Guam, the Virgin Islands, or
Hawaii or any agency or instrumentality there-
of shall be eligible as mortgagor or mortgagee,
as the case may be, for any of the purposes of
mortgage insurance under the provisions of this
chapter. Upon application by the mortgagee (1)
where the mortgagor is regulated or restricted
pursuant to the last sentence of this section or
(2) where the Alaska Housing Authority or the
Government of Guam, the Virgin Islands, or Ha-
waii or any agency or instrumentality thereof is
the mortgagor or mortgagee, for the insurance
of a mortgage under any provisions of this chap-
ter, the Secretary is authorized to insure the
mortgage (including advances thereon where
otherwise authorized), and to make commit-
ments for the insuring of any such mortgages
prior to the date of their execution or disburse-
ment thereon, under such provision (and this
section) without regard to any requirement that
the mortgagor shall have paid a prescribed
amount on account of such property. Without
limiting the authority of the Secretary under
any other provision of law, the Secretary is au-
thorized, with respect to any mortgagor in such
case (except where the Alaska Housing Author-
ity is the mortgagor or mortgagee), to require
the mortgagor to be regulated or restricted as to
rents or sales, charges, capital structure, rate of
return, and methods or operation to such an ex-
tent and in such manner as the Secretary deter-
mines advisable to provide reasonable rentals
and sales prices and a reasonable return on the
investment.

(June 27, 1934, ch. 847, title II, § 214, as added Apr.
23, 1949, ch. 89, § 2(a), 63 Stat. 57; amended Sept.
1, 1951, ch. 378, title VI, § 606, 65 Stat. 315; July 14,
1952, ch. 723, § 10(a)(3), 66 Stat. 603; June 30, 1953,
ch. 170, § 25(a), (c), 67 Stat. 128; Pub. L. 86–70,
§ 10(c), June 25, 1959, 73 Stat. 142; Pub. L. 86–372,
title I, § 106, Sept. 23, 1959, 73 Stat. 657; Pub. L.
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90–19, § 1(a)(2), (3), May 25, 1967, 81 Stat. 17; Pub.
L. 91–152, title IV, § 418(e), Dec. 24, 1969, 83 Stat.
402; Pub. L. 96–399, title III, § 308(c)(1), Oct. 8,
1980, 94 Stat. 1640; Pub. L. 98–479, title II,
§ 204(a)(4), Oct. 17, 1984, 98 Stat. 2232; Pub. L.
100–242, title IV, § 406(b)(7), Feb. 5, 1988, 101 Stat.
1901; Pub. L. 101–625, title III, § 333, Nov. 28, 1990,
104 Stat. 4141.)

CODIFICATION

Section is comprised of section 214 of act June 27,
1934, as added by section 2(a) of act Apr. 23, 1949, which
insofar as Alaska, Hawaii, and Guam individually are
concerned, was, formerly, also set out as sections 484d,
723, and 1425 of Title 48, Territories and Insular Posses-
sions. Section 2(b) of act Apr. 23, 1949, which was for-
merly classified to sections 484e, 724 and 1426 of Title 48,
was repealed by act Aug. 2, 1954, ch. 649, title II, § 205,
68 Stat. 622.

AMENDMENTS

1990—Pub. L. 101–625 amended section catchline gen-
erally, inserting reference to Virgin Islands, sub-
stituted ‘‘Alaska, Guam, Hawaii, or the Virgin Is-
lands,’’ for ‘‘Alaska, Guam, or Hawaii,’’ after ‘‘costs
prevailing in’’, ‘‘Alaska, Guam, Hawaii, or the Virgin
Islands’’ for ‘‘Alaska or in Guam or Hawaii’’ wherever
appearing, and inserted ‘‘, the Virgin Islands,’’ after
‘‘Government of Guam’’ wherever appearing.

1988—Pub. L. 100–242 struck out ‘‘shall be the owner
and occupant of the property or’’ before ‘‘shall have
paid a prescribed amount’’ in fourth sentence.

1984—Pub. L. 98–479 substituted ‘‘Insurance of mort-
gages on property in Alaska, Guam, and Hawaii’’ for
‘‘Construction of dwellings or mobile home courts or
parks in Alaska, Guam, and Hawaii; increased maxi-
mum for mortgage insurance; conditions and limita-
tions’’ in section catchline, and substituted ‘‘Notwith-
standing’’ for ‘‘Nowithstanding’’ at beginning of third
sentence.

1980—Pub. L. 96–399 substituted ‘‘manufactured’’ for
‘‘mobile’’.

1969—Pub. L. 91–152 extended to mobile home courts
or parks the special provisions applicable to properties
located in Alaska, Guam, or Hawaii.

1967—Pub. L. 90–19 substituted ‘‘Secretary of Housing
and Urban Development’’ for ‘‘Federal Housing Com-
missioner’’ and ‘‘Secretary’’ for ‘‘Commissioner’’, re-
spectively, wherever appearing.

1959—Pub. L. 86–372 inserted ‘‘(including increased
mortgage amounts in geographical areas where cost
levels so require)’’ after ‘‘maximum or maxima other-
wise applicable’’.

Pub. L. 86–70 substituted ‘‘Alaska, Guam,’’ for ‘‘the
Territory of Alaska or in Guam’’.

1953—Act June 30, 1953, § 25(a), inserted ‘‘or Hawaii’’
after ‘‘Guam’’ wherever appearing.

Act June 30, 1953, § 25(c), substituted in fourth sen-
tence ‘‘Upon application by the mortgagee (1) where
the mortgagor is regulated or restricted pursuant to
the last sentence of this section or (2)’’ for ‘‘Upon appli-
cation by the mortgagee,’’; and inserted sentence be-
ginning ‘‘Without limiting the authority’’.

1952—Act July 14, 1952, inserted ‘‘or in Guam’’ after
‘‘Alaska’’ wherever appearing, inserted ‘‘or maxima’’
after ‘‘maximum,’’ and inserted ‘‘or the Government of
Guam or any agency or instrumentality thereof’’ after
‘‘Alaska Housing Authority’’ wherever appearing.

1951—Act Sept. 1, 1951, substituted ‘‘one-half’’ for
‘‘one-third’’ in first sentence.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–242 applicable only with
respect to mortgages insured pursuant to conditional
commitment issued on or after Feb. 5, 1988, or in ac-
cordance with direct endorsement program (24 CFR
200.163), if approved underwriter of mortgagee signs ap-
praisal report for property on or after Feb. 5, 1988, see

section 406(d) of Pub. L. 100–242, set out as a note under
section 1709 of this title.

STUDY AND REPORT RESPECTING UTILIZATION OF FAC-
TORY-BUILT AND OTHER APPROPRIATE TYPES OF
HOUSING FOR INDIAN, ETC., HOUSING PROGRAMS

Section 323 of Pub. L. 96–399 directed Secretary of
Housing and Urban Development to study feasibility of
utilizing factory-built and other appropriate types of
housing (other than the traditional type of site-built
housing), to the extent practicable, in carrying out
housing programs for Indians and Alaskan Natives, and
not later than eighteen months after Oct. 8, 1980, to
transmit a report to Congress containing the findings
and conclusions of such study, including a comparison
of costs and benefits of utilizing the traditional type of
site-built housing and of utilizing other types of hous-
ing in situations in which either type of housing could
be used.

TERMINATION OF PURCHASES OF OBLIGATIONS

No additional notes or obligations to be purchased
after June 24, 1954, from funds appropriated pursuant to
the Alaska Housing Act, as amended, which is classi-
fied, in part, to this section, see section 1701g–5 of this
title, and References in Text note thereunder.

REVOLVING FUND

Establishment of revolving fund under which to ac-
count for assets and liabilities in connection with notes
and other obligations purchased pursuant to the Alaska
Housing Act, as amended, which is classified, in part,
to this section, see section 1701g–5 of this title, and Ref-
erences in Text note thereunder.

ADMISSION OF ALASKA AND HAWAII TO STATEHOOD

Alaska was admitted into the Union on Jan. 3, 1959,
on issuance of Proc. No. 3269, Jan. 3, 1959, 24 F.R. 81, 73
Stat. c16, and Hawaii was admitted into the Union on
Aug. 21, 1959, on issuance of Proc. No. 3309, Aug. 21, 1959,
24 F.R. 6868. 73 Stat. c74. For Alaska Statehood Law,
see Pub. L. 85–508, July 7, 1958, 72 Stat. 339, set out as
a note preceding section 21 of Title 48, Territories and
Insular Possessions. For Hawaii Statehood Law, see
Pub. L. 86–3, Mar. 18, 1959, 73 Stat. 4, set out as a note
preceding section 491 of Title 48.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1709, 1748e of
this title.

§ 1715e. Cooperative housing insurance

(a) Projects insurable
In addition to mortgages insured under sec-

tion 1713 of this title, the Secretary is author-
ized to insure mortgages as defined in section
1713(a) of this title (including advances on such
mortgages during construction), which cover
property held by—

(1) a nonprofit cooperative ownership hous-
ing corporation or nonprofit cooperative own-
ership housing trust, the permanent occu-
pancy of the dwellings of which is restricted to
members of such corporation or to bene-
ficiaries of such trust;

(2) a nonprofit corporation or nonprofit trust
organized for the purpose of construction of
homes for members of the corporation or for
beneficiaries of the trust; or

(3) a mortgagor, approved by the Secretary
which (A) has certified to the Secretary, as a
condition of obtaining the insurance of a
mortgage under this section, that upon com-
pletion of the property or project covered by
such mortgage it intends to sell such property
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1 See References in Text note below.
2 So in original.

or project to a nonprofit corporation or non-
profit trust of the character described in para-
graph (1) of this subsection at the actual cost
of such property or project as certified pursu-
ant to section 1715r of this title and will faith-
fully and diligently make and carry out all
reasonable efforts to consummate such sale,
and (B) shall be regulated or restricted by the
Secretary as to rents, charges, capital struc-
ture, rate of return, and methods of operation
during any period while it holds the mort-
gaged property or project; and for such pur-
pose the Secretary may make such contracts
with, and acquire for not to exceed $100 such
stock or interest in, any such mortgagor as
the Secretary may deem necessary to render
effective such restriction or regulation, such
stock or interest to be paid for out of the Co-
operative Management Housing Insurance
Fund and to be redeemed by such mortgagor
at par upon the sale of such property or
project to such nonprofit corporation or non-
profit trust;

which corporations or trusts referred to in para-
graphs (1) and (2) of this subsection are regu-
lated or restricted for the purposes and in the
manner provided in paragraphs (1) and (2) of sub-
section (b) of section 1713 of this title: Provided,
That as applied to mortgages the mortgage in-
surance for which is the obligation of the Man-
agement Fund, the reference to the General In-
surance Fund in section 1713(b)(2) of this title
shall be construed to refer to the Management
Fund. Nothing in this section may be construed
to prevent membership in a nonprofit housing
cooperative from being held in the name of a
trust, the beneficiary of which shall occupy the
dwelling unit in accordance with rules and regu-
lations prescribed by the Secretary.
(b) Eligibility conditions for projects under sub-

section (a)(1) of this section
To be eligible for insurance under this section

a mortgage on any property or project of a cor-
poration or trust of the character described in
paragraph (1) of subsection (a) of this section
shall involve a principal obligation in an
amount—

(1) Repealed. Pub. L. 93–383, title III, § 304(b),
Aug. 22, 1974, 88 Stat. 678.

(2)(A) not to exceed, for such part of the
property or project as may be attributable to
dwelling use (excluding exterior land improve-
ments as defined by the Secretary), $38,025 per
family unit without a bedroom, $42,120 per
family unit with one bedroom, $50,310 per fam-
ily unit with two bedrooms, $62,010 per family
unit with three bedrooms, and $70,200 per fam-
ily unit with four or more bedrooms, and not
to exceed 98 per centum of the amount which
the Secretary estimates will be the replace-
ment cost of the property or project when the
proposed physical improvements are com-
pleted: Provided, That as to projects to consist
of elevator-type structures the Secretary may,
in his discretion, increase the dollar amount
limitations per family unit to not to exceed
$43,875 per family unit without a bedroom,
$49,140 per family unit with one bedroom,
$60,255 per family unit with two bedrooms,
$75,465 per family unit with three bedrooms,

and $85,328 per family unit with four or more
bedrooms, as the case may be, to compensate
for the higher costs incident to the construc-
tion of elevator-type structures of sound
standards of construction and design; (B)(i)
the Secretary may, by regulation, increase
any of the dollar amount limitations in sub-
paragraph (A) (as such limitations may have
been adjusted in accordance with section 1712a
of this title) by not to exceed 110 percent in
any geographical area where the Secretary
finds that cost levels so require and by not to
exceed 140 percent where the Secretary deter-
mines it necessary on a project-by-project
basis, but in no case may any such increase ex-
ceed 90 percent where the Secretary deter-
mines that a mortgage purchased or to be pur-
chased by the Government National Mortgage
Association in implementing its special assist-
ance functions under section 1720 1 of this title
(as such section existed immediately before
November 30, 1983) is involved; and (ii) in the
case of a mortgagor of the character described
in paragraph (3) of subsection (a) of this sec-
tion the mortgage shall involve a principal ob-
ligation in an amount not to exceed 90 per cen-
tum of the amount which the Secretary esti-
mates will be the replacement cost of the
property or project when the proposed phys-
ical improvements are completed; and (iii)
upon the sale of a property or project by a
mortgagor of the character described in para-
graph (3) of subsection (a) of this section to a
nonprofit cooperative ownership housing cor-
poration or trust within two years after the
completion of such property or project the
mortgage given to finance such sale shall in-
volve a principal obligation in an amount not
to exceed the maximum amount computed in
accordance with this subparagraph (B)(i).. 2

(c) Eligibility conditions for projects under sub-
section (a)(2) of this section

To be eligible for insurance under this section
a mortgage on any property or project of a cor-
poration or trust of the character described in
paragraph (2) of subsection (a) of this section
shall involve a principal obligation in an
amount not to exceed a sum computed on the
basis of a separate mortgage for each single-
family dwelling (irrespective of whether such
dwelling has a party wall or is otherwise phys-
ically connected with another dwelling or dwell-
ings) comprising the property or project, equal
to the total of each of the maximum principal
obligations of such mortgages which would meet
the requirements of section 1709(b)(2) of this
title if the mortgagor were the owner and occu-
pant who had made any required payment on ac-
count of the property prescribed in such para-
graph.
(d) Amortization; release from mortgage lien; in-

dividual insurance; commercial and commu-
nity facilities

Any mortgage insured under this section shall
provide for complete amortization by periodic
payments within such term as the Secretary
may prescribe but not to exceed 40 years from
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the beginning of amortization of the mortgage,
and shall bear interest at such rate as may be
agreed upon by the mortgagor and the mortga-
gee. The Secretary may consent to the release of
a part or parts of the mortgaged property from
the lien of the mortgage upon such terms and
conditions as he may prescribe and the mort-
gage may provide for such release, and a mort-
gage on any project of a corporation or trust of
the character described in paragraph (2) of sub-
section (a) of this section may provide that, at
any time after the completion of the construc-
tion of the project, such mortgage may be re-
placed, in whole or in part, by individual mort-
gages covering each individual dwelling in the
project in amounts not to exceed the unpaid bal-
ance of the blanket mortgage allocable to the
individual property. Each such individual mort-
gage may be insured under this section. Prop-
erty covered by a mortgage, insured under this
section, on a property or project of a corpora-
tion or trust of the character described in para-
graph (1) of subsection (a) of this section may
include five or more family units and may in-
clude such commercial and community facilities
as the Secretary deems adequate to serve the oc-
cupants. Property held by a corporation or trust
of the character described in paragraph num-
bered (2) of subsection (a) of this section which
is covered by a mortgage insured under this sec-
tion may include such community facilities, and
property held by a mortgagor of the character
described in paragraph numbered (3) of sub-
section (a) of this section which is covered by a
mortgage insured under this section may in-
clude such commercial and community facili-
ties, as the Secretary deems adequate to serve
the occupants.

(e) Applicability of sections 1710 and 1713 of this
title

The provisions of subsections (d), (e), (g), (h),
(i), (j), (k), (l), and (n) of section 1713 of this title
shall be applicable to mortgages insured under
this section except individual mortgages insured
pursuant to subsection (d) of this section cover-
ing the individual dwellings in the project, and
as to such individual mortgages the provisions
of subsections (a), (c), (d), (e), (f), (g), (h),1 (j),
and (k) 1 of section 1710 of this title shall be ap-
plicable: Provided, That as applied to mortgages
or loans the insurance for which is the obliga-
tion of the Management Fund (1) all references
to the General Insurance Fund shall be con-
strued to refer to the Management Fund, and (2)
all references to section 1713 of this title shall be
construed to refer to subsections (a)(1), (a)(3) (if
the project involved is acquired by a cooperative
corporation), (i), and (j) of this section.

(f) Technical advice and assistance

The Secretary is authorized, with respect to
mortgages insured or to be insured under this
section, to furnish technical advice and assist-
ance in the organization of corporations or
trusts of the character described in subsection
(a) of this section and in the planning, develop-
ment, construction, and operation of their hous-
ing projects.

(g) Housing projects designed for single person
occupancy

Nothing in this chapter shall be construed to
prevent the insurance of a mortgage under this
section covering a housing project designed for
occupancy by single persons, and dwelling units
in such a project shall constitute family units
within the meaning of this section.
(h) Failure to sell to a nonprofit organization

In the event that a mortgagor of the character
described in paragraph (3) of subsection (a) of
this section obtains an insured mortgage loan
pursuant to this section and fails to sell the
property or project covered by such mortgage to
a nonprofit housing corporation or nonprofit
housing trust of the character described in para-
graph (1) of subsection (a) of this section, the
Secretary is authorized to refuse, for such pe-
riod of time as he shall deem appropriate under
the circumstances, to insure under this section
any additional investor-sponsor type mortgage
loans made to such mortgagor or to any other
investor-sponsor mortgagor where, in the deter-
mination of the Secretary, any of its stockhold-
ers were identified with such mortgagor.
(i) Mortgages executed by consumer coopera-

tives covering existing structures
Nothing in this chapter shall be construed to

prevent the insurance of a mortgage executed by
a mortgagor of the character described in para-
graph (1) of subsection (a) of this section cover-
ing property upon which dwelling units and re-
lated facilities have been constructed prior to
the filing of the application for mortgage insur-
ance hereunder: Provided, That the Secretary de-
termines that the consumer interest is pro-
tected and that the mortgagor will be a con-
sumer cooperative. In the case of properties
other than new construction, the limitations in
this section upon the amount of the mortgage
shall be based upon the appraised value of the
property for continued use as a cooperative
rather than upon the Secretary’s estimate of the
replacement cost. As to any project on which
construction was commenced after September
23, 1959, the mortgage on such project shall be
eligible for insurance under this section only in
those cases where the construction was subject
to inspection by the Secretary and where there
was compliance with the provisions of section
1715c of this title. As to any project on which
construction was commenced prior to Septem-
ber 23, 1959, such inspection, and compliance
with the provisions of section 1715c of this title,
shall not be a prerequisite.
(j) Insurance of supplementary cooperative loans

(1) With respect to any property covered by a
mortgage insured under this section (or any co-
operative housing project covered by a mortgage
insured under section 1713 of this title as in ef-
fect prior to April 20, 1950), the Secretary is au-
thorized, upon such terms and conditions as he
may prescribe, to make commitments to insure
and to insure supplementary cooperative loans
(including advances during construction or im-
provement) made by financial institutions ap-
proved by the Secretary. The Secretary is fur-
ther authorized to make commitments to insure
and to insure supplementary cooperative loans



Page 586TITLE 12—BANKS AND BANKING§ 1715e

(including advances during construction or im-
provement) with respect to any property pur-
chased from the Federal Government by a non-
profit corporation or trust of the character de-
scribed in paragraph (1) of subsection (a) of this
section, if the property is covered by an unin-
sured mortgage representing a part of the pur-
chase price. As used in this subsection ‘‘supple-
mentary cooperative loan’’ means a loan, ad-
vance of credit, or purchase of an obligation rep-
resenting a loan or advance of credit made for
the purpose of financing any of the following:

(A) Improvements or repairs of the property
covered by such mortgage;

(B) Community facilities necessary to serve
the occupants of the property; or

(C) Cooperative purchases and resales of
memberships in order to provide necessary re-
financing for resales of memberships which in-
volve increases in equity; but in such resales
by the cooperative the downpayments by the
new members shall not be less than those
made on the original sales of such member-
ships.

(2) To be eligible for insurance under this sub-
section, a supplementary cooperative loan
shall—

(A) be limited to an amount which, when
added to the outstanding mortgage indebted-
ness on the property, creates a total outstand-
ing indebtedness which does not exceed the
original principal obligation of the mortgage;
except that, in the case of improvements or
additional community facilities, the outstand-
ing indebtedness may be increased by an
amount equal to 97 per centum of the amount
which the Secretary estimates will be the
value of such improvements or facilities, and
the new outstanding indebtedness may exceed
the original principal obligation of the mort-
gage if such new outstanding indebtedness
does not exceed the limitations imposed by
subsection (b) of this section;

(B) have a maturity satisfactory to the Sec-
retary but not to exceed the remaining term
of the mortgage; except that, in the case of re-
pairs or improvements to a property covered
by an uninsured mortgage dated more than
twenty years prior to the date of the commit-
ment to insure, of such magnitude that the
Secretary deems them to be a major rehabili-
tation or modernization of such property, the
loan may have a maturity date up to ten years
in excess of the remaining term of the unin-
sured mortgage;

(C) be secured in such manner as the Sec-
retary may require;

(D) contain such other terms, conditions,
and restrictions as the Secretary may pre-
scribe; and

(E) represent the obligation of a borrower of
the character described in paragraph (1) of
subsection (a) of this section.

(k) Cooperative Management Housing Insurance
Fund

There is hereby created a Cooperative Manage-
ment Housing Insurance Fund (hereinafter re-
ferred to as the ‘‘Management Fund’’). The Man-
agement Fund shall be used by the Secretary as
a revolving fund for carrying out the provisions

of this section with respect to mortgages or
loans insured, on or after August 10, 1965, under
subsections (a)(1), (a)(3) (if the project is ac-
quired by a cooperative corporation), (i), and (j)
of this section. The Management Fund shall also
be used as a revolving fund for mortgages, loans,
and commitments transferred to it pursuant to
subsection (m) of this section. The Secretary is
directed to transfer to the Management Fund
from the General Insurance Fund an amount
equal to the total of the premium payments
theretofore made with respect to the insurance
of mortgages and loans transferred to the Man-
agement Fund pursuant to subsection (m) of this
section minus the total of any administrative
expenses theretofore incurred in connection
with such mortgages and loans, plus such other
amounts as the Secretary determines to be nec-
essary and appropriate. General expenses of op-
eration of the Department of Housing and Urban
Development relating to mortgages or loans
which are the obligation of the Management
Fund may be charged to the Management Fund.
(l) General Surplus Account; Participating Re-

serve Account
The Secretary shall establish in the Manage-

ment Fund, as of August 10, 1965, a General Sur-
plus Account and a Participating Reserve Ac-
count. The aggregate net income thereafter re-
ceived or any net loss thereafter sustained by
the Management Fund, in any semiannual pe-
riod, shall be credited or charged to the General
Surplus Account or the Participating Reserve
Account or both in such manner and amounts as
the Secretary may determine to be in accord
with sound actuarial and accounting practice.
Upon termination of the insurance obligation of
the Management Fund by payment of any mort-
gage or loan insured under this section, and at
such time or times prior to such termination as
the Secretary may determine, the Secretary is
authorized to distribute to the mortgagor or
borrower a share of the Participating Reserve
Account in such manner and amount as the Sec-
retary shall determine to be equitable and in ac-
cordance with sound actuarial and accounting
practice: Provided, That in no event shall the
amount of the distributable share exceed the ag-
gregate scheduled annual premiums of the mort-
gagor or borrower to the year of payment of the
share less the total amount of any share or
shares previously distributed by the Secretary
to the mortgagor or borrower: And provided fur-
ther, That in no event may a distributable share
be distributed until any funds transferred from
the General Insurance Fund to the Management
Fund pursuant to subsection (o) of this section
have been repaid in full to the General Insur-
ance Fund. No mortgagor, mortgagee, borrower,
or lender shall have any vested right in a credit
balance in any such account or be subject to any
liability arising out of the mutuality of the
Management Fund. The determination of the
Secretary as to the amount to be paid by him to
any mortgagor or borrower shall be final and
conclusive.
(m) Transfer of insurance to Management Fund

The Secretary is authorized to transfer to the
Management Fund commitments for insurance
issued under subsections (a)(1), (i), and (j) of this
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3 See References in Text note below.

section prior to August 10, 1965, and to transfer
to the Management Fund the insurance of any
mortgage or loan insured prior to August 10,
1965, under subsection (a)(1), (a)(3) (if the project
is acquired by a cooperative corporation), (i), or
(j) of this section: Provided, That the insurance
of any mortgage or loan shall not be transferred
under the provisions of this subsection if on Au-
gust 10, 1965, the mortgage or loan is in default
and the mortgagee or lender has notified the
Secretary in writing of its intention to file an
insurance claim. Any insurance or commitment
not so transferred shall continue to be an obli-
gation of the General Insurance Fund.

(n) Payment of premium charges in debentures
Notwithstanding the limitations contained in

other provisions of this chapter, premium
charges for mortgages or loans the insurance of
which is the obligation of either the Manage-
ment Fund or the General Insurance Fund may
be payable in debentures issued in connection
with mortgages or loans transferred to the Man-
agement Fund or in connection with mortgages
or loans insured pursuant to commitments
transferred to the Management Fund, as pro-
vided in subsection (m) of this section. Premium
charges on the insurance of mortgages or loans
transferred to the Management Fund or insured
pursuant to commitments transferred to the
Management Fund may be payable in deben-
tures which are the obligation of either the
Management Fund or the General Insurance
Fund.

(o) Transfer of funds between Management Fund
and General Insurance Fund; investment of
monies

Notwithstanding any other provision of this
chapter the Secretary is authorized to transfer
funds between the Cooperative Management
Housing Insurance Fund and the General Insur-
ance Fund in such amounts and at such times as
he may determine, taking into consideration the
requirements of each such Fund, to assist in car-
rying out effectively the insurance programs for
which such Funds were respectively established.
Moneys in the Cooperative Management Hous-
ing Insurance Fund not needed for current oper-
ations of the fund shall be deposited with the
Treasurer of the United States to the credit of
the Cooperative Management Housing Insurance
Fund or invested in bonds or other obligations
of, or in bonds or other obligations guaranteed
as to principal and interest by, the United
States or any agency of the United States: Pro-
vided, That such moneys shall to the maximum
extent feasible be invested in such bonds or
other obligations the proceeds of which will be
used to directly support the residential mort-
gage market. The Secretary may, with the ap-
proval of the Secretary of the Treasury, pur-
chase in the open market debentures which are
the obligations of the Cooperative Management
Housing Insurance Fund. Such purchases shall
be made at a price which will provide an invest-
ment yield of not less than the yield obtainable
from other investments authorized by this sub-
section. Debentures so purchased shall be can-
celed and not reissued.

(p) Increase in maximum mortgage amounts for
solar energy systems and energy conserva-
tion measures

Notwithstanding any other provision of this
section, the project mortgage amounts which
may be insured under this section may be in-
creased by up to 20 per centum if such increase
is necessary to account for the increased cost of
the project due to the installation therein of a
solar energy system (as defined in subparagraph
(3) of the last paragraph of section 1703(a) of this
title) or residential energy conservation meas-
ures (as defined in section 8211(11)(A) through
(G) and (I) of title 42) 3 in cases where the Sec-
retary determines that such measures are in ad-
dition to those required under the minimum
property standards and will be cost-effective
over the life of the measure.

(June 27, 1934, ch. 847, title II, § 213, as added Apr.
20, 1950, ch. 94, title I, § 114, 64 Stat. 54; amended
Oct. 26, 1951, ch. 577, § 4, 65 Stat. 648; June 30,
1953, ch. 170, § 6, 67 Stat. 123; Aug. 2, 1954, ch. 649,
title I, §§ 119, 120, 68 Stat. 595, 596; Aug. 11, 1955,
ch. 783, title I, § 102(c)–(e), 69 Stat. 635; Aug. 7,
1956, ch. 1029, title I, § 105(a)–(c), 70 Stat. 1093,
1094; Pub. L. 85–104, title I, § 112, July 12, 1957, 71
Stat. 297; Pub. L. 86–372, title I, §§ 105, 116(b),
Sept. 23, 1959, 73 Stat. 655, 664; Pub. L. 87–70, title
VI, § 608, June 30, 1961, 75 Stat. 179; Pub. L.
88–560, title I, §§ 107(b), 109(a), Sept. 2, 1964, 78
Stat. 774, 777; Pub. L. 89–117, title II, §§ 207(b), 208,
title XI, § 1108(g), Aug. 10, 1965, 79 Stat. 467, 468,
505; Pub. L. 89–754, title III, §§ 303, 304, Nov. 3,
1966, 80 Stat. 1266, 1267; Pub. L. 90–19, § 1(a)(1), (3),
(4), May 25, 1967, 81 Stat. 17; Pub. L. 90–301, § 3(c),
May 7, 1968, 82 Stat. 114; Pub. L. 90–488, title III,
§ 313, title XVII, § 1722(e), Aug. 1, 1968, 82 Stat.
511, 610; Pub. L. 91–152, title I, § 113(c), Dec. 24,
1969, 83 Stat. 383; Pub. L. 91–609, title I, § 117(b),
Dec. 31, 1970, 84 Stat. 1774; Pub. L. 93–383, title
III, §§ 303(b), 304(b), (c), 311(b), Aug. 22, 1974, 88
Stat. 677, 678, 683; Pub. L. 94–173, § 3, Dec. 23, 1975,
89 Stat. 1027; Pub. L. 94–375, § 8(a), (b)(2), Aug. 3,
1976, 90 Stat. 1071; Pub. L. 96–153, title III, § 314,
Dec. 21, 1979, 93 Stat. 1117; Pub. L. 96–399, title
III, § 310(b), Oct. 8, 1980, 94 Stat. 1642; Pub. L.
97–35, title III, § 339B(a), Aug. 13, 1981, 95 Stat.
417; Pub. L. 97–253, title II, § 201(c), Sept. 8, 1982,
96 Stat. 789; Pub. L. 97–377, title I, § 101(g), Dec.
21, 1982, 96 Stat. 1908; Pub. L. 98–181, title IV,
§§ 404(b)(5), 423(b)(2), Nov. 30, 1983, 97 Stat. 1209,
1216; Pub. L. 100–242, title IV, § 426(b), (h), Feb. 5,
1988, 101 Stat. 1915, 1916; Pub. L. 102–550, title V,
§ 509(b), Oct. 28, 1992, 106 Stat. 3783; Pub. L.
103–233, title III, § 306, Apr. 11, 1994, 108 Stat. 373;
Pub. L. 106–74, title II, § 221, Oct. 20, 1999, 113
Stat. 1076; Pub. L. 107–73, title II, § 213(b), Nov.
26, 2001, 115 Stat. 676; Pub. L. 107–326, § 5(b)(2),
Dec. 4, 2002, 116 Stat. 2794.)

REFERENCES IN TEXT

Section 1720 of this title, referred to in subsec.
(b)(2)(B)(i), was repealed by Pub. L. 98–181, title IV,
§ 483(a), Nov. 30, 1983, 97 Stat. 1240.

Subsection (h) of section 1710 of this title, referred to
in subsec. (e), was redesignated subsec. (i) by Pub. L.
105–276, title VI, § 602(1), Oct. 21, 1998, 112 Stat. 2674.

Subsection (k) of section 1710 of this title, referred to
in subsec. (e), was repealed by Pub. L. 105–276, title VI,
§ 601(c), Oct. 21, 1998, 112 Stat. 2673.
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Section 8211 of title 42, referred to in subsec. (p), was
omitted from the Code pursuant to section 8229 of Title
42, The Public Health and Welfare, which terminated
authority under that section on June 30, 1989.

AMENDMENTS

2002—Subsec. (b)(2). Pub. L. 107–326 inserted subpar.
(A) designation after ‘‘(2)’’ and substituted ‘‘; (B)(i) the
Secretary may, by regulation, increase any of the dol-
lar amount limitations in subparagraph (A) (as such
limitations may have been adjusted in accordance with
section 1712a of this title)’’ for ‘‘: Provided further, That
the Secretary may, by regulation, increase any of the
foregoing dollar amount limitations contained in this
paragraph’’, ‘‘; and (ii) in the case of a mortgagor’’ for
‘‘: Provided further, That in the case of a mortgagor’’,
‘‘; and (iii) upon the sale of a property’’ for ‘‘: And pro-
vided further, That upon the sale of a property’’, and
‘‘with this subparagraph (B)(i).’’ for ‘‘with this sub-
section without regard to the preceding proviso’’.

2001—Subsec. (b)(2). Pub. L. 107–73 substituted
‘‘$38,025’’, ‘‘$42,120’’, ‘‘$50,310’’, ‘‘$62,010’’, and ‘‘$70,200’’
for ‘‘$30,420’’, ‘‘$33,696’’, ‘‘$40,248’’, ‘‘$49,608’’, and
‘‘$56,160’’, respectively, and ‘‘$43,875’’, ‘‘$49,140’’,
‘‘$60,255’’, ‘‘$75,465’’, and ‘‘$85,328’’ for ‘‘$35,100’’,
‘‘$39,312’’, ‘‘$48,204’’, ‘‘$60,372’’, and ‘‘$68,262’’, respec-
tively.

1999—Subsec. (a). Pub. L. 106–74 inserted at end
‘‘Nothing in this section may be construed to prevent
membership in a nonprofit housing cooperative from
being held in the name of a trust, the beneficiary of
which shall occupy the dwelling unit in accordance
with rules and regulations prescribed by the Sec-
retary.’’.

1994—Subsec. (b)(2). Pub. L. 103–233 substituted
‘‘$56,160’’ for ‘‘$59,160’’.

1992—Subsec. (b)(2). Pub. L. 102–550 substituted
‘‘$30,420’’, ‘‘$33,696’’, ‘‘$40,248’’, ‘‘$49,608’’, and ‘‘$59,160’’
for ‘‘$25,350’’, ‘‘$28,080’’, ‘‘$33,540’’, ‘‘$41,340’’, and
‘‘$46,800’’, respectively, and ‘‘$35,100’’, ‘‘$39,312’’,
‘‘$48,204’’, ‘‘$60,372’’, and ‘‘$68,262’’ for ‘‘$29,250’’,
‘‘$32,760’’, ‘‘$40,170’’, ‘‘$50,310’’, and ‘‘$56,885’’, respec-
tively.

1988—Subsec. (b)(2). Pub. L. 100–242 substituted
‘‘$25,350’’, ‘‘$28,080’’, ‘‘$33,540’’, ‘‘$41,340’’, and ‘‘$46,800’’
for ‘‘$19,500’’, ‘‘$21,600’’, ‘‘$25,800’’, ‘‘$31,800’’, and
‘‘$36,000’’, respectively, and ‘‘$29,250’’, ‘‘$32,760’’,
‘‘$40,170’’, ‘‘$50,310’’, and ‘‘$56,885’’ for ‘‘$22,500’’,
‘‘$25,200’’, ‘‘$30,900’’, ‘‘$38,700’’, and ‘‘$43,758’’, respec-
tively, and substituted ‘‘not to exceed 110 percent in
any geographical area where the Secretary finds that
cost levels so require and by not to exceed 140 percent
where the Secretary determines it necessary on a
project-by-project basis, but in no case may any such
increase exceed 90 percent where the Secretary deter-
mines that a mortgage purchased or to be purchased by
the Government National Mortgage Association in im-
plementing its special assistance functions under sec-
tion 1720 of this title (as such section existed imme-
diately before November 30, 1983) is involved’’ for ‘‘not
to exceed 75 per centum in any geographical area where
he finds that cost levels so require, except that, where
the Secretary determines it necessary on a project by
project basis, the foregoing dollar amount limitations
contained in this paragraph may be exceeded by not to
exceed 90 per centum (by not to exceed 140 per centum
where the Secretary determines that a mortgage other
than one purchased or to be purchased under section
1720 of this title by the Government National Mortgage
Association in implementing its special assistance
functions is involved) in such an area’’.

1983—Subsec. (b)(2). Pub. L. 98–181, § 423(b)(2), struck
out ‘‘: Provided further, That the foregoing maximum
mortgage amounts may be increased by the amount of
the mortgage insurance premium paid at the time the
mortgage is insured’’ after ‘‘involved) in such area’’.

Subsec. (d). Pub. L. 98–181, § 404(b)(5), substituted pro-
vision that the interest rate for the mortgage be such
a rate as agreed upon by the mortgagor and mortgagee
for provision that the rate of interest, exclusive of pre-

mium charges for insurance, not exceed 51⁄4 per centum
per annum on the amount of the principal obligation
outstanding at any time, or not exceed such per cen-
tum per annum not in excess of 6 per centum per
annum as the Secretary finds necessary to meet the
mortgage market.

1982—Subsec. (b)(2). Pub. L. 97–377 inserted ‘‘(by not
to exceed 140 per centum where the Secretary deter-
mines that a mortgage other than one purchased or to
be purchased under section 1720 of this title by the Gov-
ernment National Mortgage Association in implement-
ing its special assistance functions is involved)’’ after
‘‘90 per centum’’.

Pub. L. 97–253 inserted provision that the foregoing
maximum mortgage amounts may be increased by the
amount of the mortgage insurance premium paid at the
time the mortgage is insured.

1981—Subsec. (p). Pub. L. 97–35 inserted ‘‘therein’’
after ‘‘installation’’ and struck out ‘‘therein’’ after
‘‘measure’’.

1980—Subsec. (p). Pub. L. 96–399 added subsec. (p).
1979—Subsec. (b)(2). Pub. L. 96–153 in second proviso

substituted ‘‘75 per centum’’ for ‘‘50 per centum’’, and
inserted exception that the dollar amount limitations
may be exceeded not to exceed 90 per centum where the
Secretary determines it necessary.

1976—Subsec. (b)(2). Pub. L. 94–375 substituted ‘‘50 per
centum in any geographical area’’ for ‘‘75 per centum in
any geographical area’’, ‘‘$19,500’’ for ‘‘$13,000’’,
‘‘$21,600’’ for ‘‘$18,000’’, ‘‘$25,800’’ for ‘‘$21,500’’, ‘‘$31,800’’
for ‘‘$26,500’’, ‘‘$36,000’’ for ‘‘$30,000’’, ‘‘$22,500’’ for
‘‘$15,000’’, ‘‘$25,200’’ for ‘‘$21,000’’, ‘‘$30,900’’ for ‘‘$25,750’’,
‘‘$38,700’’ for ‘‘$32,250’’, and ‘‘$43,758’’ for ‘‘$36,465’’.

1975—Subsec. (b)(2). Pub. L. 94–173 raised from 45 per
centum to 75 per centum the amount by which any dol-
lar limitation may, by regulation, be increased.

1974—Subsec. (b)(1). Pub. L. 93–383, § 304(b), struck out
par. (1) which set forth limits on principal obligation of
not to exceed $20,000,000, or not to exceed $25,000,000 if
mortgage is executed by a mortgagor regulated under
Federal, State, local laws.

Subsec. (b)(2), Pub. L. 93–383, §§ 303(b), 311(b), sub-
stituted ‘‘$13,000’’ for ‘‘$9,900’’, ‘‘$15,000’’ for ‘‘$11,550’’,
‘‘$18,000’’ for ‘‘$13,750’’, ‘‘$21,000’’ for ‘‘$16,500’’, ‘‘$21,500’’
for ‘‘$16,500’’, ‘‘$25,750’’ for ‘‘$19,800’’, ‘‘$26,500’’ for
‘‘$20,350’’, ‘‘$30,000’’ for ‘‘$23,100’’, ‘‘$32,250’’ for ‘‘$24,750’’,
‘‘$36,465’’ for ‘‘$28,050’’, and ‘‘98 per centum’’ for ‘‘97 per
centum’’.

Subsec. (c). Pub. L. 93–383, § 304(c), struck out ‘‘not to
exceed $12,500,000 and’’ after ‘‘an amount’’.

1970—Subsec. (o). Pub. L. 91–609 provided for guaran-
tee as to principal and interest by any agency of the
United States and for investment of monies in bonds or
other obligations the proceeds of which will be used to
directly support the residential mortgage market.

1969—Subsec. (b)(2). Pub. L. 91–152 substituted
‘‘$9,900’’ for ‘‘$9,000’’, ‘‘$11,550’’ for ‘‘$10,500’’, ‘‘$13,750’’
for ‘‘$12,500’’, ‘‘$16,500’’ for ‘‘$15,000’’ wherever appear-
ing, ‘‘$19,800’’ for ‘‘$18,000’’, ‘‘$20,350’’ for ‘‘$18,500’’,
‘‘$23,100’’ for ‘‘$21,000’’, ‘‘$24,750’’ for ‘‘$22,500’’, and
‘‘$28,050’’ for ‘‘$25,500’’.

1968—Subsec. (d). Pub. L. 90–301 substituted provi-
sions limiting interest rate on mortgages to such per
centum per annum not in excess of 6 per centum as the
Secretary finds necessary to meet the mortgage mar-
ket for former provisions limiting the rate to 53⁄4 per
centum per annum on individual mortgages covering
individual dwellings in the project.

Subsec. (j)(1). Pub. L. 90–448, § 313(1), authorized the
Secretary to make commitments to insure and to in-
sure supplementary cooperative loans with respect to
any property purchased from the Federal Government
by a nonprofit corporation or trust of the character de-
scribed in subsec. (a) (1) of this section, if the property
is covered by an uninsured mortgage representing a
part of the purchase price.

Subsec. (j)(2)(B). Pub. L. 90–448, § 313(2), permitted the
loan to have a maturity date up to ten years in excess
of the remaining term of the uninsured mortgage in the
case of repairs or improvements to a property covered
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by an uninsured mortgage dated more than twenty
years prior to the date of the commitment to insure, of
such magnitude that the Secretary deems them to be a
major rehabilitation or modernization of such prop-
erty.

Subsec. (o). Pub. L. 90–448, § 1722(e), required deposit
with the Treasurer or investment in bonds or other ob-
ligations of, or in bonds or obligations guaranteed as to
principal and interest by, the United States, of moneys
in the Cooperative Management Housing Insurance
Fund not needed for current operations of the fund, au-
thorized purchase in the open market of debentures
which are obligations of the fund, and directed that de-
bentures so purchased be canceled and not reissued.

1967—Pub. L. 90–19, § 1(a)(3), substituted ‘‘Secretary’’
for ‘‘Commissioner’’ wherever appearing in subsecs. (a),
(a)(3), (b)(2), (d), (f), (h), (i), (j)(1), (2)(B), (C), (k) to (m),
and (o).

Subsec. (i). Pub. L. 90–19, § 1(a)(4), substituted ‘‘Sec-
retary’s’’ for ‘‘Commissioner’s’’.

Subsec. (k). Pub. L. 90–19, § 1(a)(1), substituted ‘‘De-
partment of Housing and Urban Development’’ for
‘‘Federal Housing Administration’’.

1966—Subsec. (j)(2)(A). Pub. L. 89–754, § 304, provided
that, in case of improvements or additional community
facilities, the outstanding indebtedness may be in-
creased by an amount equal to 97 per centum of the
amount which the Secretary estimates will be the
value of such improvements or facilities, and the new
outstanding indebtedness may exceed the original prin-
cipal obligation of the mortgage if such new outstand-
ing indebtedness does not exceed the limitations im-
posed by subsec. (b) of this section.

Subsec. (k). Pub. L. 89–754, § 303(c)(1), directed the
Secretary rather than the Commissioner to transfer to
the Management Fund from the General Insurance
Fund an amount equal to the total of the premium pay-
ments theretofore made with respect to the insurance
of mortgages and loans transferred to the Management
Fund pursuant to subsec. (m) of this section minus the
total of any administrative expenses theretofore in-
curred in connection with such mortgages and loans.

Subsec. (l). Pub. L. 89–754, § 303(c)(2), struck out ref-
erence to subsec. (k) in second proviso.

Subsec. (m). Pub. L. 89–754, § 303(a), struck out before
the proviso ‘‘, but only in cases where the consent of
the mortgagee or lender to the transfer is obtained or
a request by the mortgagee or lender for the transfer is
received by the Commissioner within such period of
time after August 10, 1965, as the Commissioner shall
prescribe’’.

Subsec. (n). Pub. L. 89–754, § 303(b), substituted ‘‘the
insurance of which is the obligation of either the Man-
agement Fund or the General Insurance Fund’’ for ‘‘in-
sured under this section and sections 1713, 1715v and
1715w of this title’’ and inserted provision for payment
of premium charges on the insurance of mortgages or
loans transferred to the Management Fund or insured
pursuant to commitments transferred to the Manage-
ment Fund in debentures which are the obligation of ei-
ther the Management Fund or the General Insurance
Fund.

1965—Subsec. (a). Pub. L. 89–117, §§ 208(b)(1), 1108(g)(1),
inserted proviso construing reference to General Insur-
ance Fund in section 1713(b)(2) of this title as a ref-
erence to Management Fund and substituted ‘‘Coopera-
tive Management Housing Insurance Fund’’ for ‘‘Hous-
ing Fund’’ in par. (3).

Subsec. (b)(2). Pub. L. 89–117, § 207(b)(1), substituted
‘‘$18,500 per family unit with three bedrooms, and
$21,000 per family unit with four or more bedrooms’’ for
‘‘and $18,500 per family unit with three or more bed-
rooms’’ and ‘‘$22,500 per family unit with three bed-
rooms, and $25,500 per family unit with four or more
bedrooms’’ for ‘‘and $22,500 per family unit with three
or more bedrooms’’.

Subsec. (c). Pub. L. 89–117, § 207(b)(2), struck out limi-
tation which prohibited the principal obligation from
exceeding a sum equal to the maximum amount which
does not exceed either of the limitations on the amount

of the principal obligations of the mortgage prescribed
by par. (2) of subsec. (b) of this section.

Subsec. (e). Pub. L. 89–177, §§ 208(b)(2), 1108(g)(2), in-
serted proviso construing all references to General In-
surance Fund as references to Management Fund and
all references to section 1713 of this title as references
to subsecs. (a)(1), (a)(3), (i) and (j) of this section and
struck out reference to subsecs. (m) and (p) of section
1713 of this title.

Subsecs. (k) to (o). Pub. L. 89–117, § 208(a), added sub-
secs. (k) to (o).

1964—Subsec. (b)(2). Pub. L. 88–560, § 107(b), changed
limits on mortgages for property or project attrib-
utable to dwelling use from ‘‘$2,500 per room (or $9,000
per family unit if the number of rooms in such property
or project is less than four per family unit)’’ to ‘‘$9,000
per family unit without a bedroom, $12,500 per family
unit with one bedroom, $15,000 per family unit with two
bedrooms, and $18,500 per family unit with three or
more bedrooms’’, changed such mortgage limits on
project consisting of elevator-type structures from a
sum ‘‘of $2,500 per room to not exceed $3,000 per room
and the dollar amount limitation of $9,000 per family
unit to not exceed $9,400 per family unit’’ to dollar
amount limitations ‘‘per family unit to not to exceed
$10,500 per family unit without a bedroom, $15,000 per
family unit with one bedroom, $18,000 per family unit
with two bedrooms, and $22,500 per family unit with
three or more bedrooms’’, and substituted provision au-
thorizing an increase ‘‘by not to exceed 45 per centum’’
of any of such limits because of cost levels for former
provision authorizing such an increase ‘‘by not to ex-
ceed $1,250 per room without regard to the number of
rooms being less than four, or four or more’’.

Subsec. (j)(1)(C). Pub. L. 88–560, § 109(a), added cl. (C).
1961—Subsec. (b)(2). Pub. L. 87–70, § 608(a)(1), inserted

‘‘(excluding exterior land improvements as defined by
the Commissioner)’’.

Subsec. (d). Pub. L. 87–70, § 608(a)(2), substituted ‘‘five
or more family units’’ for ‘‘eight or more family units’’.

Subsec. (h). Pub. L. 87–70, § 608(a)(3), substituted ‘‘the
Commissioner is authorized to refuse, for such period of
time as he shall deem appropriate under the circum-
stances, to insure under this section any additional in-
vestor-sponsor type mortgage loans made to such mort-
gagor or to any other investor-sponsor mortgagor
where, in the determination of the Commissioner, any
of its stockholders were identified with such mortga-
gor’’ for ‘‘such mortgagor shall not thereafter be eligi-
ble by reason of such paragraph (3) for insurance of any
additional mortgage loans pursuant to this section’’.

Subsec. (j). Pub. L. 87–70, § 608(b), added subsec. (j).
1959—Subsec. (b)(1). Pub. L. 86–372, § 105(a), sub-

stituted ‘‘$20,000,000’’ for ‘‘$12,500,000’’.
Subsec. (b)(2). Pub. L. 86–372, § 105(b), increased mort-

gage limits per room from $2,250 to $2,500 and per fam-
ily unit from $8,100 to $9,000 for elevator type struc-
tures from $2,700 to $3,000 per room and from $8,400 to
$9,400 per family unit, maximum amount of loan from
90 per centum to 97 per centum of replacement cost and
in case of a mortgagor of character described in subsec.
(a)(3) of this section from 85 per centum to 90 per cen-
tum of replacement cost, changed authorization of
Commissioner to increase dollar amount limitation per
room where cost levels so require by increasing room
limit from $1,000 to $1,250, and struck out provisions
which authorized a loan of 95 per centum of replace-
ment cost if 50 per centum of membership consisted of
veterans.

Subsec. (d). Pub. L. 86–372, § 105(c), (d), substituted
‘‘51⁄4 per centum’’ for ‘‘41⁄2 per centum’’ and ‘‘53⁄4 per cen-
tum’’, for ‘‘5 per centum’’, and inserted provisions per-
mitting property held by a corporation or trust of the
character described in subsec. (a)(2) of this section
which is covered by a mortgage insured under this sec-
tion to include such community facilities, and property
held by a mortgagor of the character described in sub-
sec. (a)(3) of this section which is covered by a mort-
gage insured under this section to include such com-
mercial and community facilities, as the Commissioner
deems adequate to serve the occupants.
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Subsec. (e). Pub. L. 86–372, § 116(b), inserted reference
to subsec. (k) of section 1710 of this title.

Subsec. (i). Pub. L. 86–372, § 105(e), added subsec. (i).
1957—Subsec. (e). Pub. L. 85–104 substituted ‘‘(h), and

(j) of section 1710 of this title’’ for ‘‘and (h) of section
1710 of this title’’.

1956—Subsec. (a). Act Aug. 7, 1956, § 105(a), struck out
‘‘or’’ at end of par. (1), inserted ‘‘or’’ at end of par. (2),
added par. (3), and inserted ‘‘referred to in paragraphs
(1) and (2) of this subsection’’ after ‘‘which corporations
or trusts’’ in provisions following par. (3).

Subsec. (b)(2). Act Aug. 7, 1956, § 105(b), substituted
‘‘50 per centum’’ for ‘‘65 per centum’’, inserted for pur-
poses of defining ‘‘veteran’’; service from Apr. 6, 1917, to
Nov. 12, 1918, substituted service prior to Feb. 1, 1955,
for former provision leaving determination of date to
President, and inserted provision authorizing Commis-
sioner to increase dollar limits per room by not to ex-
ceed $1,000 per room.

Subsec. (h). Act Aug. 7, 1956, § 105(c), added subsec.
(h).

1955—Subsec. (b)(1). Act Aug. 11, 1955, § 102(c), in-
creased from $5,000,000 to $12,500,000 the limitation on
maximum amount of a mortgage.

Subsec. (b)(2). Act Aug. 11, 1955, § 102(d), provided that
maximum amount of a mortgage to be insured may be
determined on basis of estimated replacement cost.

Subsec. (c). Act Aug. 11, 1955, § 102(c), increased from
$5,000,000 to $12,500,000 the limitation on maximum
amount of a mortgage.

Subsec. (d). Act Aug. 11, 1955, § 102(e), authorized
mortgage insurance for structures consisting of eight
or more family units.

1954—Subsec. (b)(1). Act Aug. 2, 1954, § 119(a), per-
mitted insured cooperative housing mortgages to be as
high as $25,000,000 in amount if the mortgagor coopera-
tive is regulated or supervised by Federal or State law
as to rents, charges, and methods of operations.

Subsec. (b)(2). Act Aug. 2, 1954, amended par. (2) gen-
erally, to:

1. Change, with respect to nonveteran projects, the
per family or per room mortgage amount limitations
from $8,100 per family unit or $1,800 per room, to $2,250
per room and with a per family unit limitation of $8,100
applicable only if the number of rooms is less than
four;

2. Provide for changing from a cost basis to a valu-
ation basis;

3. Change the basis for allowing increases for veteran
membership so that in all cases such increases would be
made only if 65 per cent of members are veterans, in-
stead of making such increases on the basis of percent-
age allowances for percentage of veteran membership;
and

4. Authorize an increase to the per room and per fam-
ily mortgage amount limitation for elevator-type
structures.

Subsec. (c)(1). Act Aug. 2, 1954, § 119(b), with respect
to the reference to section 1709(b)(2) of this title, struck
out the reference to ‘‘paragraph (A), paragraph (C), or
paragraph (D)’’ of the section, the paragraph designa-
tions having been struck out by another section of the
same act.

Subsec. (f). Act Aug. 2, 1954, § 120, struck out sentence
providing for the appointment of an Assistant Commis-
sioner.

1953—Subsec. (d). Act June 30, 1953, substituted, in
first sentence, ‘‘41⁄2 per centum per annum, except that
individual mortgages insured pursuant to this sub-
section covering the individual dwellings in the project
may bear interest at not to exceed 5 per centum per
annum,’’ for ‘‘4 per centum per annum’’.

1951—Subsec. (b)(2). Act Oct. 26, 1951, struck out ‘‘of
World War II’’ wherever appearing and inserted proviso
thus making section applicable to veterans of Korean
war.

EFFECTIVE DATE OF 1983 AMENDMENT

For effective date of amendment by section 423(b)(2)
of Pub. L. 98–181, see section 423(c) of Pub. L. 98–181, set
out as a note under section 1709 of this title.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

IMPLEMENTATION OF 1982 AMENDMENT

Amendment by Pub. L. 97–253 to be implemented only
if the Secretary determines that the program of ad-
vance payment of insurance premiums, considering the
effect of said amendment, is actuarially sound, see sec-
tion 201(g) of Pub. L. 97–253, set out as a note under sec-
tion 1709 of this title.

REPEALS

The directory language of, but not the amendment
made by, Pub. L. 90–301, § 3(c), May 7, 1968, 82 Stat. 114,
cited as a credit to this section, was repealed by Pub.
L. 98–181, title IV, § 404(a), Nov. 30, 1983, 97 Stat. 1208.

SPECIAL ASSISTANT FOR COOPERATIVE HOUSING

Section 102(h) of act Aug. 11, 1955, as amended by Pub.
L. 89–754, title X § 1020(h), Nov. 3, 1966, 80 Stat. 1296;
Pub. L. 94–375, § 18, Aug. 3, 1976, 90 Stat. 1077, provided
that: ‘‘In the performance of, and with respect to, the
functions, powers, and duties vested in him by section
213 of the National Housing Act [this section], section
221(d)(3), section 235, section 236, section 241, section
243, section 246, and section 203(n) of the National Hous-
ing Act [sections 1715l(d)(3), 1715z, 1715z–1, 1715z–6,
1715z–8, 1715z–11, and 1709(n) of this title], and section
101 of the Housing and Urban Development Act of 1965
[section 1701s of this title] or section 8 of the United
States Housing Act of 1937 [section 1437f of Title 42, The
Public Health and Welfare] (insofar as the provisions of
such sections relate to cooperative housing), the Sec-
retary of Housing and Urban Development, notwith-
standing the provisions of any other law, shall appoint
a Special Assistant for Cooperative Housing, and pro-
vide the Special Assistant with adequate staff, whose
sole responsibility will be to expedite operations under
such sections and to eliminate obstacles to the full uti-
lization of such sections under the direction and super-
vision of the Commissioner and Assistant Secretary for
Housing Management. The person so appointed shall be
fully sympathetic with the purposes of such sections.’’

AMENDMENTS TO PROVISIONS FOR FAMILY UNIT LIMITS
ON RENTAL HOUSING; EQUITABLE APPLICATION OF
SUCH AMENDMENTS OR PRE-AMENDMENT PROVISIONS
TO PROJECTS SUBMITTED FOR CONSIDERATION PRIOR
TO SEPTEMBER 2, 1964

Equitable application of amendment to subsec. (b)(2)
of this section by section 107(b) of Pub. L. 88–560 or pre-
amendment provisions to projects submitted for con-
sideration prior to Sept. 2, 1964, see section 107(g) of
Pub. L. 88–560, set out as a note under section 1713 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1712a, 1715c,
1715n, 1715q, 1715r, 1715y, 1715z, 1715z–6, 1717, 1731b, 1735c
of this title; title 42 section 3535.

§ 1715f. Process of applications and issuance of
commitments

The Secretary is authorized to process appli-
cations and issue commitments with respect to
insurance of mortgages under section 1706c of
this title and subchapter II, VI, VIII, or X of this
chapter, even though the permanent mortgage
financing may not be insured under this chapter,
and in the event the mortgage is not so insured
the Secretary is authorized to charge an addi-
tional application fee determined by him to be
reasonable. The Secretary is authorized to make
such rules and regulations as may be necessary
to carry out the provisions of this section.
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(June 27, 1934, ch. 847, title II, § 215, as added Apr.
20, 1950, ch. 94, title I, § 115, 64 Stat. 56; amended
Sept. 1, 1951, ch. 378, title II, § 204, 65 Stat. 303;
Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81 Stat. 17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing.

1951—Act Sept. 1, 1951, inserted a reference to sub-
chapter X of this chapter.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 42 section 1591a.

§ 1715g. Insurance of mortgage where mortgagor
is not occupant of property

The Secretary is hereby authorized to insure
any mortgage otherwise eligible for insurance
under any of the provisions of this chapter with-
out regard to any requirement with respect to
the occupancy of the mortgagor of the property
at the time of insurance, where the Secretary is
satisfied that the inability of the mortgagor to
meet such requirement is by reason of his entry
on active duty in a uniformed service subse-
quent to the filing of an application for insur-
ance and the mortgagor expresses an intent to
meet such requirement upon his release from ac-
tive duty.

(June 27, 1934, ch. 847, title II, § 216, as added
Sept. 1, 1951, ch. 378, title VI, § 607, 65 Stat. 315;
amended Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81
Stat. 17; Pub. L. 91–621, § 7(a), Dec. 31, 1970, 84
Stat. 1865; Pub. L. 100–242, title IV, § 406(b)(8),
Feb. 5, 1988, 101 Stat. 1901.)

AMENDMENTS

1988—Pub. L. 100–242 substituted ‘‘with respect to the
occupancy of the mortgagor’’ for ‘‘that the mortgagor
be the occupant’’ and ‘‘meet such requirement’’ for ‘‘oc-
cupy the property’’ wherever appearing.

1970—Pub. L. 91–621 substituted ‘‘on active duty in a
uniformed service’’ and ‘‘release from active duty’’ for
‘‘into military service’’ and ‘‘discharge from military
service’’.

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–242 applicable only with
respect to mortgages insured pursuant to conditional
commitment issued on or after Feb. 5, 1988, or in ac-
cordance with direct endorsement program (24 CFR
200.163), if approved underwriter of mortgagee signs ap-
praisal report for property on or after Feb. 5, 1988, see
section 406(d) of Pub. L. 100–242, set out as a note under
section 1709 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1709 of this title.

§ 1715h. Repealed. Pub. L. 100�242, title IV,
§ 401(a)(1), Feb. 5, 1988, 101 Stat. 1898

Section, act June 27, 1934, ch. 847, title II, § 217, as
added Sept. 1, 1951, ch. 378, title VI, § 607, 65 Stat. 315;
amended July 14, 1952, ch. 723, § 2, 66 Stat. 601; June 30,
1953, ch. 170, § 7, 67 Stat. 123; Aug. 2, 1954, ch. 649, title
I, § 121, 68 Stat. 596; Mar. 11, 1955, ch. 10, 69 Stat. 11; Aug.
11, 1955, ch. 783, title I, § 102(f), 69 Stat. 636; Aug. 7, 1956,
ch. 1029, title I, § 106, 70 Stat. 1094; June 4, 1958, Pub. L.
85–442, 72 Stat. 176; Sept. 23, 1959, Pub. L. 86–372, title I,
§ 107, 73 Stat. 657; May 25, 1961, Pub. L. 87–38, 75 Stat. 85;
June 30, 1961, Pub. L. 87–70, title VI, § 604(c), 75 Stat. 177;
Aug. 10, 1965, Pub. L. 89–117, title II, § 202(b), 79 Stat. 465;

Sept. 30, 1969, Pub. L. 91–78, § 2(b), 83 Stat. 125; Dec. 24,
1969, Pub. L. 91–152, title I, § 101(b), 83 Stat. 379; Oct. 2,
1970, Pub. L. 91–432, § 1(b), 84 Stat. 887; Oct. 21, 1970, Pub.
L. 91–473, § 1(b), 84 Stat. 1064; Dec. 1, 1970, Pub. L. 91–525,
§ 1(b), 84 Stat. 1384; Dec. 31, 1970, Pub. L. 91–609, title I,
§ 101(b), 84 Stat. 1770; Oct. 18, 1972, Pub. L. 92–503, § 1(b),
86 Stat. 906; Aug. 10, 1973, Pub. L. 93–85, § 1(b), 87 Stat.
220; Oct. 2, 1973, Pub. L. 93–117, § 1(b), 87 Stat. 421; Aug.
22, 1974, Pub. L. 93–383, title III, § 316(b), 88 Stat. 685;
June 30, 1977, Pub. L. 95–60, § 1(b), 91 Stat. 257; July 31,
1977, Pub. L. 95–80, § 1(b), 91 Stat. 339; Oct. 12, 1977, Pub.
L. 95–128, title III, § 301(b), 91 Stat. 1131; Sept. 30, 1978,
Pub. L. 95–406, § 1(b), 92 Stat. 879; Oct. 31, 1978, Pub. L.
95–557, title III, § 301(b), 92 Stat. 2096; Sept. 28, 1979, Pub.
L. 96–71, § 1(b), 93 Stat. 501; Nov. 8, 1979, Pub. L. 96–105,
§ 1(b), 93 Stat. 794; Dec. 21, 1979, Pub. L. 96–153, title III,
§ 301(b), 93 Stat. 1111; Oct. 3, 1980, Pub. L. 96–372, § 1(b),
94 Stat. 1363; Oct. 8, 1980, Pub. L. 96–399, title III,
§ 301(b), 94 Stat. 1638; Aug. 13, 1981, Pub. L. 97–35, title
III, § 331(b), 95 Stat. 412; Oct. 6, 1982, Pub. L. 97–289,
§ 1(b), 96 Stat. 1230; May 26, 1983, Pub. L. 98–35, § 1(b), 97
Stat. 197; Oct. 1, 1983, Pub. L. 98–109, § 1(b), 97 Stat. 745;
Nov. 30, 1983, Pub. L. 98–181, title IV, § 401(b), 97 Stat.
1207; Oct. 17, 1984, Pub. L. 98–479, title II, § 204(a)(5), 98
Stat. 2232; Oct. 8, 1985, Pub. L. 99–120, § 1(b), 99 Stat. 502;
Nov. 15, 1985, Pub. L. 99–156, § 1(b), 99 Stat. 815; Dec. 26,
1985, Pub. L. 99–219, § 1(b), 99 Stat. 1730; Mar. 27, 1986,
Pub. L. 99–267, § 1(b), 100 Stat. 73; Apr. 7, 1986, Pub. L.
99–272, title III, § 3007(b), 100 Stat. 104; May 2, 1986, Pub.
L. 99–289, § 1(b), 100 Stat. 412; June 24, 1986, Pub. L.
99–345, § 1, 100 Stat. 673; Sept. 30, 1986, Pub. L. 99–430, 100
Stat. 986; Sept. 30, 1987, Pub. L. 100–122, § 1, 101 Stat. 793;
Nov. 5, 1987, Pub. L. 100–154, 101 Stat. 890; Nov. 17, 1987,
Pub. L. 100–170, 101 Stat. 914; Dec. 3, 1987, Pub. L.
100–179, 101 Stat. 1018; Dec. 21, 1987, Pub. L. 100–200, 101
Stat. 1327, prohibited (except with respect to insurance
of a loan or mortgage pursuant to section 1703, 1715l,
1715z, 1715z–1, 1715z–9, or 1715z–10 of this title or sub-
chapter VIII, IX–A, or IX–B of this chapter (subject to
any limitations thereunder on the time of such insur-
ance)) the insurance of any loan or mortgage under this
chapter after Mar. 15, 1988, except pursuant to a com-
mitment to insure before such date.

§ 1715i. Repealed. Pub. L. 86�372, title I, § 108,
Sept. 23, 1959, 73 Stat. 657

Section, act June 27, 1934, ch. 847, title II, § 218, as
added July 14, 1952, ch. 723, § 8, 66 Stat. 603, authorized
a credit for application fees paid in cases where an ap-
plication for mortgage insurance under section 1743 of
this title was received on or before March 1, 1950, and
the mortgagee applied for insurance of a mortgage
under section 1713 of this title with respect to the same
property or project.

§ 1715j. Repealed. Pub. L. 89�117, title XI,
§ 1108(aa), Aug. 10, 1965, 79 Stat. 507

Section, act June 27, 1934, ch. 847, title II, § 219, as
added June 30, 1953, ch. 170, § 8, 67 Stat. 123; amended
Aug. 2, 1954, ch. 649, title I, § 122, 68 Stat. 596; July 12,
1957, Pub. L. 85–104, title I, § 113, 71 Stat. 298; June 30,
1961, Pub. L. 87–70, title VI, § 612(f), 75 Stat. 181, author-
ized the Commissioner to transfer funds from one or
more to one or more of the following funds and ac-
counts as he deems necessary to carry out programs for
which such funds and accounts were established: Title
I Insurance Account, Title I Housing Insurance Fund,
Section 203 Home Improvement Account, Housing In-
surance Fund, War Housing Insurance Fund, Housing
Investment Insurance Fund, Armed Services Housing
Mortgage Insurance Fund, National Defense Housing
Insurance Fund, Section 220 Housing Insurance Fund,
Section 220 Home Improvement Account, Section 221
Housing Insurance Fund, Experimental Housing Insur-
ance Fund, Apartment Unit Insurance Fund, and the
Servicemen’s Mortgage Insurance Fund.

For establishment of the General Insurance Fund, see
section 1735c of this title.
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§ 1715k. Rehabilitation and neighborhood con-
servation housing insurance

(a) Purpose of section
The purpose of this section is to aid in the

elimination of slums and blighted conditions
and the prevention of the deterioration of resi-
dential property by supplementing the insur-
ance of mortgages under sections 1709 and 1713 of
this title with a system of loan and mortgage in-
surance designed to assist the financing required
for the rehabilitation of existing dwelling ac-
commodations and the construction of new
dwelling accommodations where such dwelling
accommodations are located in an area referred
to in paragraph (1) of subsection (d) of this sec-
tion.
(b) Authorization

The Secretary is authorized, upon application
by the mortgagee, to insure, as hereinafter pro-
vided, any mortgage (including advances during
construction on mortgages covering property of
the character described in paragraph (3)(B) of
subsection (d) of this section) which is eligible
for insurance as hereinafter provided, and, upon
such terms and conditions as he may prescribe,
to make commitments for the insurance of such
mortgages prior to the date of their execution or
disbursement thereon.
(c) Definitions

As used in this section, the terms ‘‘mortgage’’,
‘‘first mortgage’’, ‘‘mortgagee’’, ‘‘mortgagor’’,
‘‘maturity date’’, and ‘‘State’’ shall have the
same meaning as in section 1707 of this title.
(d) Eligibility for insurance; conditions; limits

To be eligible for insurance under this section
a mortgage shall meet the following conditions:

(1) The mortgaged property shall—
(A) be located in (i) the area of a slum

clearance and urban redevelopment project
covered by a Federal-aid contract executed
or a prior approval granted, pursuant to title
I of the Housing Act of 1949 [42 U.S.C. 1450 et
seq.] before August 2, 1954, or (ii) an urban
renewal area (as defined in title I of the
Housing Act of 1949, as amended), or (iii) the
area of an urban renewal project assisted
under section 111 of the Housing Act of 1949
[42 U.S.C. 1462], or (iv) an area in which a
program of concentrated code enforcement
activities is being carried out pursuant to
section 117 of the Housing Act of 1949 [42
U.S.C. 1468], or (v) an area, designated by the
Secretary, where concentrated housing,
physical development, and public service ac-
tivities are being or will be carried out in a
coordinated manner, pursuant to a locally
developed strategy for neighborhood im-
provement, conservation, or preservation:
Provided, That, in the case of an area within
the purview of clause (i) or (ii) of this sub-
paragraph, a redevelopment plan or an urban
renewal plan (as defined in title I of the
Housing Act of 1949, as amended), as the case
may be, has been approved for such area by
the governing body of the locality involved
and by the Secretary of Housing and Urban
Development and the Secretary has deter-
mined that such plan conforms to a general

plan for the locality as a whole and that
there exist the necessary authority and fi-
nancial capacity to assure the completion of
such redevelopment or urban renewal plan:
And provided further, That, in the case of an
area within the purview of clause (iii) of this
subparagraph, an urban renewal plan (as re-
quired for projects assisted under such sec-
tion 111 [42 U.S.C. 1462]) has been approved
for such area by such governing body and by
the Secretary, and the Secretary has deter-
mined that such plan conforms to definite
local objectives respecting appropriate land
uses, improved traffic, public transpor-
tation, public utilities, recreational and
community facilities, and other public im-
provements, and that there exist the nec-
essary authority and financial capacity to
assure the completion of such urban renewal
plan, and

(B) meet such standards and conditions as
the Secretary shall prescribe to establish
the acceptability of such property for mort-
gage insurance under this section.

(2) The mortgaged property shall be held
by—

(A) a mortgagor approved by the Sec-
retary, and the Secretary may in his discre-
tion require such mortgagor to be regulated
or restricted as to rents or sales, charges,
capital structure, rate of return and meth-
ods of operation, and for such purpose the
Secretary may make such contracts with
and acquire for not to exceed $100 stock or
interest in any such mortgagor as the Sec-
retary may deem necessary to render effec-
tive such restriction or regulations. Such
stock or interest shall be paid for out of the
General Insurance Fund and shall be re-
deemed by the mortgagor at par upon the
termination of all obligations of the Sec-
retary under the insurance; or

(B) by Federal or State instrumentalities,
municipal corporate instrumentalities of
one or more States, or limited dividend or
redevelopment or housing corporations or
other legal entities restricted by or under
Federal or State laws or regulations of State
banking or insurance departments as to
rents, charges, capital structure, rate of re-
turn, or methods of operation.

(3) The mortgage shall—
(A)(i) involve a principal obligation (in-

cluding such initial service charges, ap-
praisal, inspection, and other fees as the
Secretary shall approve) in an amount not
to exceed the applicable maximum principal
obligation which may be insured in the area
under section 1709(b) of this title; or in the
case of a dwelling designed principally for
residential use for more than four families
(but not exceeding such additional number
of family units as the Secretary may pre-
scribe) the applicable maximum principal
obligation secured by a four-family resi-
dence which may be insured in the area
under section 1709(b) of this title plus not to
exceed $9,165 for each additional family unit
in excess of four located on such property;
and not to exceed an amount equal to the
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1 So in original.

sum of (1) 97 per centum (but, in any case
where the dwelling is not approved for mort-
gage insurance prior to the beginning of con-
struction, unless the construction of the
dwelling was completed more than one year
prior to the application for mortgage insur-
ance, 90 per centum) of $25,000 of the Sec-
retary’s estimate of replacement cost of the
property, as of the date the mortgage is ac-
cepted for insurance and (2) 95 per centum of
such value in excess of $25,000: Provided, That
in the case of properties other than new con-
struction, the foregoing limitations upon
the amount of the mortgage shall be based
upon the sum of the estimated cost of repair
and rehabilitation and the Secretary’s esti-
mate of the value of the property before re-
pair and rehabilitation rather than upon the
Secretary’s estimate of the replacement
cost: Provided further, That if the mortgagor
is a veteran and the mortgage to be insured
under this section covers property upon
which there is located a dwelling designed
principally for a one-family residence, the
principal obligation may be in an amount
equal to the sum of (1) 100 per centum of
$25,000 of the Secretary’s estimate of re-
placement cost of the property, as of the
date the mortgage is accepted for insurance
and (2) 95 per centum of such value in excess
of $25,000. As used herein, the term ‘‘vet-
eran’’ means any person who served on ac-
tive duty in the Armed Forces of the United
States for a period of not less than ninety
days (or is certified by the Secretary of De-
fense as having performed extrahazardous
service), and who was discharged or released
therefrom under conditions other than dis-
honorable, except that persons enlisting in
the armed forces after September 7, 1980, or
entering active duty after October 16, 1981,
shall have their eligibility determined in ac-
cordance with section 5303A(d) of title 38;
and

(ii) in no case involving refinancing have a
principal obligation in an amount exceeding
the sum of the estimated cost of repair and
rehabilitation and the amount (as deter-
mined by the Secretary) required to refi-
nance existing indebtedness secured by the
property or project, plus any existing in-
debtedness incurred in connection with im-
proving, repairing, or rehabilitating the
property; or

(B)(i) Repealed. Pub. L. 93–383, title III,
§ 304(d), Aug. 22, 1974, 88 Stat. 678.

(ii) not exceed 90 per centum of the
amount which the Secretary estimates will
be the replacement cost of the property or
project when the proposed improvements are
completed (the replacement cost of the prop-
erty or project may include the land, the
proposed physical improvements, utilities
within the boundaries of the property or
project, architect’s fees, taxes, and interest
during construction, and other miscellane-
ous charges incident to construction and ap-
proved by the Secretary, and shall include
an allowance for builder’s and sponsor’s
profit and risk of 10 per centum of all of the
foregoing items except the land unless the

Secretary, after certification that such al-
lowance is unreasonable, shall by regulation
prescribe a lesser percentage: Provided, That
in the case of properties other than new con-
struction, the foregoing limitations upon
the amount of the mortgage shall be based
upon the sum of the estimated cost of repair
and rehabilitation and the Secretary’s esti-
mate of the value of the property before re-
pair and rehabilitation rather than upon the
Secretary’s estimate of the replacement
cost: Provided further, That the mortgage
may involve the financing of the purchase of
property which has been rehabilitated by a
local public agency with Federal assistance
pursuant to section 110(c)(8) of the Housing
Act of 1949 [42 U.S.C. 1460(c)(8)], and, in such
case the foregoing limitations upon the
amount of the mortgage shall be based upon
the appraised value of the property as of the
date the mortgage is accepted for insurance;

(iii)(I) not exceed, for such part of the
property or project as may be attributable
to dwelling use (excluding exterior land im-
provements as defined by the Secretary),
$38,025 per family unit without a bedroom,
$42,120 per family unit with one bedroom,
$50,310 per family unit with two bedrooms,
$62,010 per family unit with three bedrooms,
and $70,200 per family unit with four or more
bedrooms; except that as to projects to con-
sist of elevator-type structures the Sec-
retary, may in his discretion, increase the
dollar amount limitations per family unit to
not to exceed $43,875 per family unit without
a bedroom, $49,140 per family unit with one
bedroom, $60,255 per family unit with two
bedrooms, $75,465 per family unit with three
bedrooms, and $85,328 per family unit with
four or more bedrooms, as the case may be,
to compensate for the higher costs incident
to the construction of elevator-type struc-
tures of sound standards of construction and
design; and (II) with respect to rehabilita-
tion projects involving not more than five
family units, the Secretary may by regula-
tion increase by 25 per centum any of the
dollar amount limitations in subparagraph
(B)(iii)(I) (as such limitations may have been
adjusted in accordance with section 1712a of
this title) which are applicable to units with
two, three, or four or more bedrooms with
respect to dollar amount limitations appli-
cable to rehabilitation projects described in
subclause (II), the Secretary may, by regula-
tion, increase the dollar amount limitations
contained in subparagraph (B)(iii)(I) (as such
limitations may have been adjusted in ac-
cordance with section 1712a of this title)) 1

by not to exceed 110 percent in any geo-
graphical area where the Secretary finds
that cost levels so require and by not to ex-
ceed 140 percent where the Secretary deter-
mines it necessary on a project-by-project
basis, but in no case may any such increase
exceed 90 percent where the Secretary deter-
mines that a mortgage purchased or to be
purchased by the Government National
Mortgage Association in implementing its
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2 See References in Text note below.
3 So in original. The word ‘‘this’’ probably should not appear.

special assistance functions under section
1720 2 of this title (as such section existed
immediately before November 30, 1983) is in-
volved; (III) That nothing contained in this 3

subparagraph (B)(iii)(I) shall preclude the in-
surance of mortgages covering existing
multifamily dwellings to be rehabilitated or
reconstructed for the purposes set forth in
subsection (a) of this section; (IV) with re-
spect to rehabilitation projects involving
not more than five family units, the Sec-
retary may further increase any of the dol-
lar limitations which would otherwise apply
to such projects by not to exceed 20 per cen-
tum if such increase is necessary to account
for the increased cost of the project due to
the installation therein of a solar energy
system (as defined in subparagraph (3) of the
last paragraph of section 1703(a) of this title)
or residential energy conservation measures
(as defined in section 8211(11)(A) through (G)
and (I) of title 42) 2 in cases where the Sec-
retary determines that such measures are in
addition to those required under the mini-
mum property standards and will be cost-ef-
fective over the life of the measure; and

(iv) include such nondwelling facilities as
the Secretary deems desirable and consist-
ent with the urban renewal plan or, where
appropriate, with the locally developed
strategy for neighborhood improvement,
conservation or preservation: Provided, That
the project shall be predominantly residen-
tial and any nondwelling facility included in
the mortgage shall be found by the Sec-
retary to contribute to the economic fea-
sibility of the project, and the Secretary
shall give due consideration to the possible
effect of the project on other business enter-
prises in the community.

(4) The mortgage shall provide for complete
amortization by periodic payments within
such terms as the Secretary may prescribe,
but as to mortgages coming within the provi-
sions of paragraph (3)(A) of this subsection not
to exceed the maximum maturity prescribed
by the provisions of section 1709(b)(3) of this
title. The mortgage shall bear interest at such
rate as may be agreed upon by the mortgagor
and the mortgagee and contain such terms and
provisions with respect to the application of
the mortgagor’s periodic payment to amorti-
zation of the principal of the mortgage, insur-
ance, repairs, alterations, payment of taxes,
default reserves, delinquency charges, fore-
closure proceedings, anticipation of maturity,
additional and secondary liens, and other mat-
ters as the Secretary may in the Secretary’s
discretion prescribe.

(e) Release of mortgagor or part of property
The Secretary may at any time, under such

terms and conditions as he may prescribe, con-
sent to the release of the mortgagor from his li-
ability under the mortgage or the credit instru-
ment secured thereby, or consent to the release
of parts of the mortgaged property from the lien
of the mortgage.

(f) Entitlement of mortgagee to benefits; pay-
ment in cash or debentures; acquisition of
mortgages; applicability of other provisions

The mortgagee shall be entitled to receive the
benefits of the insurance as hereinafter pro-
vided—

(1) as to mortgages meeting the require-
ments of paragraph (3)(A) of subsection (d) of
this section as provided in section 1710(a) of
this title with respect to mortgages insured
under section 1709 of this title, and the provi-
sions of subsections (b), (c), (d), (e), (f), (g),
(h),2 (j), and (k) 2 of section 1710 of this title
shall be applicable to such mortgages insured
under this section, except that all references
therein to the Mutual Mortgage Insurance
Fund or the Fund shall be construed to refer
to the General Insurance Fund and all ref-
erences therein to section 1709 of this title
shall be construed to refer to this section;

(2) as to mortgages meeting the require-
ments of paragraph (3)(B) of subsection (d) of
this section, as provided in section 1713(g) of
this title with respect to mortgages insured
under said section 1713, and the provisions of
subsections (h), (i), (j), (k), and (l) of section
1713 of this title shall be applicable to such
mortgages insured under this section, and all
references therein to the Housing Insurance
Fund or the Housing Fund shall be construed
to refer to the General Insurance Fund; or

(3) as to mortgages meeting the require-
ments of this section that are insured or ini-
tially endorsed for insurance on or after June
30, 1961, notwithstanding the provisions of
paragraphs (1) and (2) of this subsection, the
Secretary in his discretion, in accordance with
such regulations as he may prescribe, may
make payments pursuant to such paragraphs
in cash or in debentures (as provided in the
mortgage insurance contract), or may acquire
a mortgage loan that is in default and the se-
curity therefor upon payment to the mortga-
gee in cash or in debentures (as provided in
the mortgage insurance contract) of a total
amount equal to the unpaid principal balance
of the loan plus any accrued interest and any
advances approved by the Secretary and made
previously by the mortgagee under the provi-
sions of the mortgage. After the acquisition of
the mortgage by the Secretary the mortgagee
shall have no further rights, liabilities, or ob-
ligations with respect to the loan or the secu-
rity for the loan. The appropriate provisions of
sections 1710 and 1713 of this title relating to
the rights, liabilities, and obligations of a
mortgagee shall apply with respect to the Sec-
retary when he has acquired an insured mort-
gage under this paragraph, in accordance with
and subject to regulations (modifying such
provisions to the extent necessary to render
their application for such purposes appro-
priate and effective) which shall be prescribed
by the Secretary, except that as applied to
mortgages so acquired (A) all references in
section 1710 of this title to the Mutual Mort-
gage Insurance Fund or the Fund shall be con-
strued to refer to the General Insurance Fund,
and (B) all references in section 1710 of this
title to section 1709 of this title shall be con-
strued to refer to this section. If the insurance
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payment is made in cash, there shall be added
to such payment an amount equivalent to the
interest which the debentures would have
earned, computed to a date to be established
pursuant to regulations issued by the Sec-
retary.

(g) Repealed. Pub. L. 89�117, title XI, § 1108(h)(3),
Aug. 10, 1965, 79 Stat. 505

(h) Home improvement loans; eligibility; condi-
tions; refinancing; premium charge; defaults;
debentures; exception; limitation

(1) To assist further in the conservation, im-
provement, repair, and rehabilitation of prop-
erty located in the area of an urban renewal
project or in an area in which a program of con-
centrated code enforcement activities is being
carried out pursuant to section 117 of the Hous-
ing Act of 1949 [42 U.S.C. 1468], as provided in
paragraph (1) of subsection (d) of this section,
the Secretary is authorized upon such terms and
conditions as he may prescribe to make commit-
ments to insure and to insure home improve-
ment loans (including advances during construc-
tion or improvement) made by financial institu-
tions on and after June 30, 1961. As used in this
subsection—

(A) the term ‘‘home improvement loan’’
means a loan, advance of credit, or purchase of
an obligation representing a loan or advance
of credit made—

(i) for the purpose of financing the im-
provement of an existing structure (or in
connection with an existing structure) which
was constructed not less than ten years
prior to the making of such loan, advance of
credit, or purchase, and which is used or will
be used primarily for residential purposes:
Provided, That a home improvement loan
shall include a loan, advance, or purchase
with respect to the improvement of a struc-
ture which was constructed less than ten
years prior to the making of such loan, ad-
vance, or purchase if the proceeds are or will
be used primarily for major structural im-
provements, or to correct defects which were
not known at the time of the completion of
the structure or which were caused by fire,
flood, windstorm, or other casualty; or

(ii) for the purpose of enabling the bor-
rower to pay that part of the cost of the con-
struction or installation of sidewalks, curbs,
gutters, street paving, street lights, sewers,
or other public improvements, adjacent to or
in the vicinity of property owned by him and
used primarily for residential purposes,
which is assessed against him or for which
he is otherwise legally liable as the owner of
such property;

(B) the term ‘‘improvement’’ means con-
servation, repair, restoration, rehabilitation,
conversion, alteration, enlargement, or remod-
eling; and

(C) the term ‘‘financial institution’’ means a
lender approved by the Secretary as eligible
for insurance under section 1703 of this title or
a mortgagee approved under section 1709(b)(1)
of this title.

(2) To be eligible for insurance under this sub-
section a home improvement loan shall—

(i) not exceed the Secretary’s estimate of
the cost of improvement, or $12,000 per family
unit, whichever is the lesser, and be limited as
required by paragraph (11): Provided, That the
Secretary may, by regulation, increase such
amount by not to exceed 45 per centum in any
geographical area where he finds that cost lev-
els so require;

(ii) be limited to an amount which when
added to any outstanding indebtedness related
to the property (as determined by the Sec-
retary) creates a total outstanding indebted-
ness which does not exceed the limits provided
in subsection (d)(3) of this section for prop-
erties (of the same type) other than new con-
struction;

(iii) bear interest at such rate as may be
agreed upon by the mortgagor and the mortga-
gee;

(iv) have a maturity satisfactory to the Sec-
retary, but not to exceed twenty years from
the beginning of amortization of the loan;

(v) comply with such other terms, condi-
tions, and restrictions as the Secretary may
prescribe; and

(vi) represent the obligation of a borrower
who is the owner of the property improved, or
a lessee of the property under a lease for not
less than 99 years which is renewable or under
a lease having an expiration date in excess of
10 years later than the maturity date of the
loan.

(3) Any home improvement loan insured under
this subsection may be refinanced and extended
in accordance with such terms and conditions as
the Secretary may prescribe, but in no event for
an additional amount or term in excess of the
maximum provided for in this subsection.

(4) Repealed. Pub. L. 89–117, title XI,
§ 1108(h)(3), Aug. 10, 1965, 79 Stat. 505.

(5) The Secretary is authorized to fix a pre-
mium charge for the insurance of home improve-
ment loans under this subsection but in the case
of any such loan such charge shall not be less
than an amount equivalent to one-half of 1 per
centum per annum nor more than an amount
equivalent to 1 per centum per annum of the
amount of the principal obligation of the loan
outstanding at any time, without taking into
account delinquent payments or prepayments.
Such premium charges shall be payable by the
financial institution either in cash or in deben-
tures (at par plus accrued interest) issued by the
Secretary as obligations of the General Insur-
ance Fund, in such manner as may be prescribed
by the Secretary, and the Secretary may require
the payment of one or more such premium
charges at the time the loan is insured, at such
discount rate as he may prescribe not in excess
of the interest rate specified in the loan. If the
Secretary finds upon presentation of a loan for
insurance and the tender of the initial premium
charge or charges so required that the loan com-
plies with the provisions of this subsection, such
loan may be accepted for insurance by endorse-
ment or otherwise as the Secretary may pre-
scribe. In the event the principal obligation of
any loan accepted for insurance under this sub-
section is paid in full prior to the maturity date,
the Secretary is authorized to refund to the fi-
nancial institution for the account of the bor-
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rower all, or such portions as he shall determine
to be equitable, of the current unearned pre-
mium charges theretofore paid.

(6) In cases of defaults on loans insured under
this subsection, upon receiving notice of default,
the Secretary, in accordance with such regula-
tions as he may prescribe, may acquire the loan
and any security therefor upon payment to the
financial institution in cash or in debentures (as
provided in the loan insurance contract) of a
total amount equal to the unpaid principal bal-
ance of the loan, plus any accrued interest, any
advances approved by the Secretary made pre-
viously by the financial institution under the
provisions of the loan instruments, and reim-
bursement for such collection costs, court costs,
and attorney fees as may be approved by the
Secretary. If the insurance payment is made in
cash, there shall be added to such payment an
amount equivalent to the interest which the de-
bentures would have earned, computed to a date
to be established pursuant to regulations issued
by the Secretary.

(7) Debentures issued under this subsection
shall be executed in the name of the General In-
surance Fund as obligor, shall be negotiable,
and, if in book entry form, transferable, in the
manner described by the Secretary in regula-
tions, and shall be dated as of the date the loan
is assigned to the Secretary and shall bear inter-
est from that date. They shall bear interest at a
rate established by the Secretary pursuant to
section 1715o of this title, payable semiannually
on the 1st day of January and the 1st day of July
of each year, and shall mature ten years after
their date of issuance. They shall be exempt
from taxation as provided in section 1713(i) of
this title with respect to debentures issued
under that section. They shall be paid out of the
General Insurance Fund which shall be pri-
marily liable therefor and they shall be fully
and unconditionally guaranteed as to principal
and interest by the United States, and, in the
case of debentures issued in certificated reg-
istered form, the guaranty shall be expressed on
the face of the debentures. In the event the Gen-
eral Insurance Fund fails to pay upon demand,
when due, the principal of or interest on any de-
bentures so guaranteed, the Secretary of the
Treasury shall pay to the holders the amount
thereof which is authorized to be appropriated,
out of any money in the Treasury not otherwise
appropriated, and thereupon, to the extent of
the amounts so paid, the Secretary of the Treas-
ury shall succeed to all the rights of the holders
of such debentures. Debentures issued under this
subsection shall be in such form and amounts;
shall be subject to such terms and conditions;
and shall include such provisions for redemp-
tion, if any, as may be prescribed by the Sec-
retary of Housing and Urban Development, with
the approval of the Secretary of the Treasury;
and may be in book entry or certificated reg-
istered form, or such other form as the Sec-
retary of Housing and Urban Development may
prescribe in regulations.

(8) The provisions of subsections (c), (d), and
(h) of section 1703 of this title shall apply to
home improvement loans insured under this sub-
section, and for the purposes of this subsection
references in subsections (c), (d), and (h) of sec-

tion 1703 of this title to ‘‘this section’’ or ‘‘this
subchapter’’ shall be construed to refer to this
subsection.

(9)(A) Notwithstanding any other provisions of
this chapter, no home improvement loan exe-
cuted in connection with the improvement of a
structure for use as rental accommodations for
five or more families shall be insured under this
subsection unless the borrower has agreed (i) to
certify, upon completion of the improvement
and prior to final endorsement of the loan, ei-
ther that the actual cost of improvement
equaled or exceeded the proceeds of the home
improvement loan, or the amount by which the
proceeds of the loan exceed the actual cost, as
the case may be, and (ii) to pay forthwith to the
financial institution, for application to the re-
duction of the principal of the loan, the amount,
if any, certified to be in excess of the actual cost
of improvement. Upon the Secretary’s approval
of the borrower’s certification as required under
this paragraph, the certification shall be final
and incontestable, except for fraud or material
misrepresentation on the part of the borrower.

(B) As used in subparagraph (A), the term ‘‘ac-
tual cost’’ means the cost to the borrower of the
improvement, including the amounts paid for
labor, materials, construction contracts, off-site
public utilities, streets, organization and legal
expenses, such allocations of general overhead
items as are acceptable to the Secretary, and
other items of expense approved by the Sec-
retary, plus a reasonable allowance for builder’s
profit if the borrower is also the builder, as de-
fined by the Secretary, and excluding the
amount of any kickbacks, rebates, or trade dis-
counts received in connection with the improve-
ment.

(10) Notwithstanding any other provision of
this chapter, the Secretary is authorized and
empowered (i) to make expenditures and ad-
vances out of funds made available by this chap-
ter to preserve and protect his interest in any
security for, or the lien or priority of the lien
securing, any loan or other indebtedness owing
to, insured by, or acquired by the Secretary or
by the United States under this subsection, or
section 1703 or 1709(k) of this title; and (ii) to bid
for and to purchase at any foreclosure or other
sale or otherwise acquire property pledged,
mortgaged, conveyed, attached, or levied upon
to secure the payment of any loan or other in-
debtedness owing to or acquired by the Sec-
retary or by the United States under this sub-
section or section 1703 or 1709(k) of this title.
The authority conferred by this paragraph may
be exercised as provided in the last sentence of
section 1710(g) of this title.

(11) Notwithstanding any other provision of
this chapter, no home improvement loan made
in whole or in part for the purpose specified in
clause (A)(ii) of the second sentence of para-
graph (1) shall be insured under this subsection
if such loan (or the portion thereof which is at-
tributable to such purpose), when added to the
aggregate principal balance of any outstanding
loans insured under this subsection or section
1709(k) of this title which were made to the same
borrower for the purpose so specified (or the por-
tion of such aggregate balance which is attrib-
utable to such purpose), would exceed $10,000 or
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such additional amount as the Secretary has by
regulation prescribed in any geographical area
where he finds cost levels so require pursuant to
the authority vested in him by the proviso in
paragraph (2)(i) of this subsection.

(June 27, 1934, ch. 847, title II, § 220, as added
Aug. 2, 1954, ch. 649, title I, § 123, 68 Stat. 596;
amended Aug. 11, 1955, ch. 783, title I, § 102(c), (g),
69 Stat. 635, 636; Aug. 7, 1956, ch. 1029, title I,
§ 107, title III, § 307(b), 70 Stat. 1094, 1102; Pub. L.
85–10, § 3, Mar. 27, 1957, 71 Stat. 8; Pub. L. 85–104,
title I, §§ 102, 112, July 12, 1957, 71 Stat. 295, 297;
Pub. L. 85–364, § 1(b), Apr. 1, 1958, 72 Stat. 73; Pub.
L. 86–372, title I, §§ 109, 116(b), Sept. 23, 1959, 73
Stat. 657, 664; Pub. L. 87–70, title I, § 102(a), title
VI, §§ 609, 612(g), June 30, 1961, 75 Stat. 154, 179,
181; Pub. L. 88–560, title I, §§ 105(c)(1), 107(c),
110–113, Sept. 2, 1964, 78 Stat. 772, 775, 777, 778;
Pub. L. 89–117, title II, §§ 207(c), 209–211, title III,
§ 311(c), (d), title XI, § 1108(h), Aug. 10, 1965, 79
Stat. 467, 469, 470, 478, 505; Pub. L. 89–754, title
III, §§ 305, 306, Nov. 3, 1966, 80 Stat. 1267; Pub. L.
90–19, § 1(a)(3), (4), (g), May 25, 1967, 81 Stat. 17,
18; Pub. L. 90–448, title III, § 311(a), title XVII,
§ 1722(g), Aug. 1, 1968, 82 Stat. 510, 611; Pub. L.
91–152, title I, §§ 102(b), 104, 113(d), Dec. 24, 1969, 83
Stat. 380, 381, 384; Pub. L. 93–383, title III,
§§ 302(b), 303(c), 304(d), 310(b), Aug. 22, 1974, 88
Stat. 676–678, 682; Pub. L. 94–173, § 3, Dec. 23, 1975,
89 Stat. 1027; Pub. L. 94–375, § 8(a), (b)(3), Aug. 3,
1976, 90 Stat. 1071, 1072; Pub. L. 95–24, title I,
§ 105(b), Apr. 30, 1977, 91 Stat. 56; Pub. L. 95–128,
title III, §§ 303(b), 304(b), Oct. 12, 1977, 91 Stat.
1132, 1133; Pub. L. 96–153, title III, §§ 312(b), 314,
Dec. 21, 1979, 93 Stat. 1116, 1117; Pub. L. 96–399,
title III, §§ 310(c), 311, 333(b), 336(b), Oct. 8, 1980,
94 Stat. 1642, 1643, 1653, 1654; Pub. L. 97–35, title
III, § 339B(a), Aug. 13, 1981, 95 Stat. 417; Pub. L.
97–377, title I, § 101(g), Dec. 21, 1982, 96 Stat. 1908;
Pub. L. 98–181, title IV, §§ 404(b)(6), (7), 432(a),
446(c), Nov. 30, 1983, 97 Stat. 1209, 1220, 1228; Pub.
L. 100–242, title IV, §§ 405(2), 406(b)(9), 426(c), (h),
Feb. 5, 1988, 101 Stat. 1899, 1901, 1916; Pub. L.
102–40, title IV, § 402(d)(2), May 7, 1991, 105 Stat.
239; Pub. L. 102–550, title V, §§ 509(c), 516(c), Oct.
28, 1992, 106 Stat. 3783, 3791; Pub. L. 103–233, title
III, § 306, Apr. 11, 1994, 108 Stat. 373; Pub. L.
107–73, title II, § 213(c), Nov. 26, 2001, 115 Stat. 676;
Pub. L. 107–326, § 5(b)(3), Dec. 4, 2002, 116 Stat.
2795.)

REFERENCES IN TEXT

The Housing Act of 1949, as amended, referred to in
subsecs. (d)(1)(A), (B)(ii), and (h)(1), is act July 15, 1949,
ch. 338, 63 Stat. 413, as amended. Title I of the Housing
Act of 1949, which was classified generally to sub-
chapter II (§ 1450 et seq.) of chapter 8A of Title 42, The
Public Health and Welfare, including sections 110, 111,
and 117 [42 U.S.C. 1460, 1462, 1468], was omitted from the
Code pursuant to section 5316 of Title 42 which termi-
nated the authority to make loans or grants under such
title I after Jan. 1, 1975. For complete classification of
this Act to the Code, see Short Title note set out under
section 1441 of Title 42 and Tables.

Section 1720 of this title, referred to in subsec.
(d)(3)(B)(iii)(II), was repealed by Pub. L. 98–181, title IV,
§ 483(a), Nov. 30, 1983, 97 Stat. 1240.

Section 8211 of title 42, referred to in subsec.
(d)(3)(B)(iii)(IV), was omitted from the Code pursuant
to section 8229 of Title 42, The Public Health and Wel-
fare, which terminated authority under that section on
June 30, 1989.

Subsection (h) of section 1710 of this title, referred to
in subsec. (f)(1), was redesignated subsec. (i) by Pub. L.
105–276, title VI, § 602(1), Oct. 21, 1998, 112 Stat. 2674.

Subsection (k) of section 1710 of this title, referred to
in subsec. (f)(1), was repealed by Pub. L. 105–276, title
VI, § 601(c), Oct. 21, 1998, 112 Stat. 2673.

AMENDMENTS

2002—Subsec. (d)(3)(B)(iii). Pub. L. 107–326 inserted
subcl. (I) designation after ‘‘(iii)’’ and substituted ‘‘de-
sign; and (II)’’ for ‘‘design; and except that’’, ‘‘any of
the dollar amount limitations in subparagraph
(B)(iii)(I) (as such limitations may have been adjusted
in accordance with section 1712a of this title)’’ for ‘‘any
of the foregoing dollar amount limitations contained in
this clause’’, ‘‘with respect to dollar amount limita-
tions applicable to rehabilitation projects described in
subclause (II), the Secretary may, by regulation, in-
crease the dollar amount limitations contained in sub-
paragraph (B)(iii)(I) (as such limitations may have been
adjusted in accordance with section 1712a of this title)’’
for ‘‘: Provided, That the Secretary may, by regulation,
increase any of the foregoing dollar amount limitations
contained in this clause (as determined after the appli-
cation of the preceding proviso’’, ‘‘; (III)’’ for
‘‘: Provided further,’’, ‘‘subparagraph (B)(iii)(I) shall
preclude’’ for ‘‘subparagraph shall preclude’’, and
‘‘; (IV) with respect to rehabilitation projects involving
not more than five family units, the Secretary may fur-
ther increase any of the dollar limitations which would
otherwise apply to such projects’’ for ‘‘: And provided
further, That the Secretary may further increase any of
the dollar amount limitations which would otherwise
apply for the purpose of this clause’’.

2001—Subsec. (d)(3)(B)(iii). Pub. L. 107–73 substituted
‘‘$38,025’’, ‘‘$42,120’’, ‘‘$50,310’’, ‘‘$62,010’’, and ‘‘$70,200’’
for ‘‘$30,420’’, ‘‘$33,696’’, ‘‘$40,248’’, ‘‘$49,608’’, and
‘‘$56,160’’, respectively, and ‘‘$43,875’’, ‘‘$49,140’’,
‘‘$60,255’’, ‘‘$75,465’’, and ‘‘$85,328’’ for ‘‘$35,100’’,
‘‘$39,312’’, ‘‘$48,204’’, ‘‘$60,372’’, and ‘‘$68,262’’, respec-
tively.

1994—Subsec. (d)(3)(B)(iii). Pub. L. 103–233 substituted
‘‘$56,160’’ for ‘‘$59,160’’.

1992—Subsec. (d)(3)(B)(iii). Pub. L. 102–550, § 509(c),
substituted ‘‘$30,420’’, ‘‘$33,696’’, ‘‘$40,248’’, ‘‘$49,608’’, and
‘‘$59,160’’ for ‘‘$25,350’’, ‘‘$28,080’’, ‘‘$33,540’’, ‘‘$41,340’’,
and ‘‘$46,800’’, respectively, and ‘‘$35,100’’, ‘‘$39,312’’,
‘‘$48,204’’, ‘‘$60,372’’, and ‘‘$68,262’’ for ‘‘$29,250’’,
‘‘$32,760’’, ‘‘$40,170’’, ‘‘$50,310’’, and ‘‘$56,885’’, respec-
tively.

Subsec. (h)(7). Pub. L. 102–550, § 516(c), in first sen-
tence, substituted ‘‘shall be negotiable, and, if in book
entry form, transferable, in the manner described by
the Secretary in regulations’’ for ‘‘shall be signed by
the Secretary, by either his written or engraved signa-
ture, shall be negotiable’’, in fourth sentence, sub-
stituted ‘‘and, in the case of debentures issued in cer-
tificated registered form, the guaranty’’ for ‘‘and the
guaranty’’, inserted after fifth sentence ‘‘Debentures is-
sued under this subsection shall be in such form and
amounts; shall be subject to such terms and conditions;
and shall include such provisions for redemption, if
any, as may be prescribed by the Secretary of Housing
and Urban Development, with the approval of the Sec-
retary of the Treasury; and may be in book entry or
certificated registered form, or such other form as the
Secretary of Housing and Urban Development may pre-
scribe in regulations.’’ and struck out at end ‘‘Deben-
tures issued under this subsection shall be in such form
and denominations in multiples of $50, shall be subject
to such terms and conditions, and shall include such
provisions for redemption, if any, as may be prescribed
by the Secretary with the approval of the Secretary of
the Treasury, and they may be in coupon or registered
form. Any difference between the amount of the deben-
tures to which the financial institution is entitled, and
the aggregate face value of the debentures issued, not
to exceed $50, shall be adjusted by the payment of cash
by the Secretary to the financial institution from the
General Insurance Fund.’’
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1991—Subsec. (d)(3)(A)(i). Pub. L. 102–40 substituted
‘‘section 5303A(d) of title 38’’ for ‘‘section 3103A(d) of
title 38’’.

1988—Subsec. (d)(3)(A)(i). Pub. L. 100–242, § 405(2), in-
serted before semicolon at end ‘‘, except that persons
enlisting in the armed forces after September 7, 1980, or
entering active duty after October 16, 1981, shall have
their eligibility determined in accordance with section
3103A(d) of title 38’’.

Subsec. (d)(3)(A)(ii) to (iv). Pub. L. 100–242, § 406(b)(9),
redesignated former cl. (iv) as (ii) and struck out ‘‘(ex-
cept as provided in cl. (iii))’’, and struck out former cls.
(ii) and (iii) which read as follows:

‘‘(ii) in a case where the mortgagor is not the occu-
pant of the property and intends to hold the property
for rental purposes, have a principal obligation in an
amount not to exceed 93 per centum of the amount
computed under the provisions of clause (i);

‘‘(iii) in a case where the mortgagor is not the occu-
pant of the property and intends to hold the property
for the purpose of sale, have a principal obligation in
an amount not to exceed 85 per centum of the amount
computed under the provisions of clause (i), or in the
alternative, in an amount equal to the amount com-
puted under the provisions of clause (i) if the mortga-
gor and mortgagee assume responsibility in a manner
satisfactory to the Secretary for the reduction of the
mortgage by an amount not less than 15 per centum of
the outstanding principal amount thereof, or by such
greater amount as may be required to meet the limita-
tions of clause (iv), in the event the mortgaged prop-
erty is not, prior to the due date of the eighteenth am-
ortization payment of the mortgage, sold to a pur-
chaser acceptable to the Secretary who is the occupant
of the property and who assumes and agrees to pay the
mortgage indebtedness; and’’.

Subsec. (d)(3)(B)(iii). Pub. L. 100–242, § 426(c), (h), sub-
stituted ‘‘$25,350’’, ‘‘$28,080’’, ‘‘$33,540’’, ‘‘$41,340’’, and
‘‘$46,800’’ for ‘‘$19,500’’, ‘‘$21,600’’, ‘‘$25,800’’, ‘‘$31,800’’,
and ‘‘$36,000’’, respectively, and ‘‘$29,250’’, ‘‘$32,760’’,
‘‘$40,170’’, ‘‘$50,310’’, and ‘‘$56,885’’ for ‘‘$22,500’’,
‘‘$25,200’’, ‘‘$30,900’’, ‘‘$38,700’’, and ‘‘$43,758’’, respec-
tively, and substituted ‘‘not to exceed 110 percent in
any geographical area where the Secretary finds that
cost levels so require and by not to exceed 140 percent
where the Secretary determines it necessary on a
project-by-project basis, but in no case may any such
increase exceed 90 percent where the Secretary deter-
mines that a mortgage purchased or to be purchased by
the Government National Mortgage Association in im-
plementing its special assistance functions under sec-
tion 1720 of this title (as such section existed imme-
diately before November 30, 1983) is involved’’ for ‘‘not
to exceed 75 per centum in any geographical area where
he finds that cost levels so require, except that, where
the Secretary determines it necessary on a project by
project basis, the foregoing dollar amount limitations
contained in this paragraph may be exceeded by not to
exceed 90 per centum (by not to exceed 140 per centum
where the Secretary determines that a mortgage other
than one purchased or to be purchased under section
1720 of this title by the Government National Mortgage
Association in implementing its special assistance
functions is involved) in such an area’’.

1983—Subsec. (d)(3)(B)(ii). Pub. L. 98–181, § 432(a),
struck out proviso that in no case involving refinanc-
ing would the mortgage exceed the estimated cost of
repair and rehabilitation and the amount, as deter-
mined by the Secretary, required to refinance existing
indebtedness secured by the property or project.

Subsec. (d)(4). Pub. L. 98–181, § 404(b)(6), substituted
provision that the interest rate be at such rate as
agreed upon by the mortgagor and mortgagee for provi-
sion that the interest rate, exclusive of premium
charges for insurance and service charges if any, not
exceed 5 per centum per annum on the amount of the
principal obligation outstanding at any time, or not ex-
ceed such per centum per annum not in excess of 6 per
centum as the Secretary finds necessary to meet the
mortgage market.

Pub. L. 98–181, § 446(c), inserted ‘‘(unless otherwise ap-
proved by the Secretary)’’ after ‘‘periodic payments’’.

Subsec. (h)(2)(iii). Pub. L. 98–181, § 404(b)(7), sub-
stituted provision that the rate of interest be such rate
as agreed upon by the mortgagor and mortgagee for
provision that the rate of interest not exceed the rate
prescribed by the Secretary, but not in excess of 6 per
centum per annum of the amount of the principal obli-
gation outstanding at any time, and such other charges
as approved by the Secretary.

1982—Subsec. (d)(3)(B)(iii). Pub. L. 97–377 inserted
‘‘(by not to exceed 140 per centum where the Secretary
determines that a mortgage other than one purchased
or to be purchased under section 1720 of this title by the
Government National Mortgage Association in imple-
menting its special assistance functions is involved)’’
after ‘‘90 per centum’’.

1981—Subsec. (d)(3)(B)(iii). Pub. L. 97–35 inserted
‘‘therein’’ after ‘‘installation’’ and struck out ‘‘there-
in’’ after ‘‘measure’’.

1980—Subsec. (d)(1)(A)(v). Pub. L. 96–399, § 311(a),
added cl. (v).

Subsec. (d)(3)(A)(i). Pub. L. 96–399, § 336(b), substituted
provisions relating to the applicable maximum prin-
cipal obligation which may be insured in the area under
section 1709(b) of this title, for provisions setting forth
dollar amounts of $67,500 for one-family property,
$76,000 for two-family, $92,000 for three-family, and
$107,000 for four-family or more than four-family, and
substituted ‘‘$9,165’’ for ‘‘$8,250’’.

Subsec. (d)(3)(B)(iii). Pub. L. 96–399, § 310(c), inserted
proviso relating to increases in dollar amount limita-
tions.

Subsec. (d)(3)(B)(iv). Pub. L. 96–399, § 311(b), inserted
provisions relating to locally developed strategy for
neighborhood improvement, etc.

Subsec. (h)(2)(iv). Pub. L. 96–399, § 333(b), struck out
‘‘or three-quarters of the remaining economic life of
the structure, whichever is the lesser’’ after ‘‘loan’’.

1979—Subsec. (d)(3)(A)(i). Pub. L. 96–153, § 312(b), sub-
stituted ‘‘$67,500’’ for ‘‘$60,000’’, ‘‘$76,000’’ for ‘‘$65,000’’
where it first appeared, ‘‘$92,000’’ for ‘‘$65,000’’ where it
appeared the second time, ‘‘$107,000’’ for ‘‘$75,000’’, and
‘‘$8,250’’ for ‘‘$7,700’’.

Subsec. (d)(3)(B)(iii). Pub. L. 96–153, § 314, in first pro-
viso substituted ‘‘75 per centum’’ for ‘‘50 per centum’’
and inserted exception that the dollar amount limita-
tions may be exceeded not to exceed 90 per centum
where the Secretary determines it to be necessary.

1977—Subsec. (d)(1)(A)(ii). Pub. L. 95–24 struck out ‘‘in
a community respecting which the Secretary of Hous-
ing and Urban Development has made the determina-
tion provided for by section 101(c) of the Housing Act of
1949, as amended after ‘‘(as defined in title I of the
Housing Act of 1949, as amended)’’.

Subsec. (d)(3)(A). Pub. L. 95–128 substituted ‘‘$60,000’’
for ‘‘$45,000’’, ‘‘$65,000’’ for ‘‘$48,750’’ and ‘‘$75,000’’ for
‘‘$56,000’’ wherever appearing in provisions preceding cl.
(1); substituted in text preceding first proviso ‘‘and (2)
95 per centum of such value in excess of $25,000’’ for
‘‘, (2) 90 per centum of such replacement cost in excess
of $25,000 but not in excess of $35,000, (3) 80 per centum
of such replacement cost in excess of $35,000’’ and in
second proviso ‘‘and (2) 95 per centum of such value in
excess of $25,000’’ for ‘‘, (2) 90 per centum of such re-
placement cost in excess of $25,000 but not in excess of
$35,000, and (3) 85 per centum of such replacement cost
in excess of $35,000’’.

1976—Subsec. (d)(3)(B)(iii). Pub. L. 94–375 substituted
‘‘50 per centum in any geographical area’’ for ‘‘75 per
centum in any geographical area’’, ‘‘$19,500’’ for
‘‘$13,000’’, ‘‘$21,600’’ for ‘‘$18,000’’, ‘‘$25,800’’ for ‘‘$21,500’’,
‘‘$31,800’’ for ‘‘$26,500’’, ‘‘$36,000’’ for ‘‘$30,000’’, ‘‘$22,500’’
for ‘‘$15,000’’, ‘‘$25,200’’ for ‘‘$21,000’’, ‘‘$30,900’’ for
‘‘$25,750’’, ‘‘$38,700’’ for ‘‘$32,250’’, and ‘‘$43,758’’ for
‘‘$36,465’’.

1975—Subsec. (d)(3)(B)(iii). Pub. L. 94–173 raised from
45 per centum to 75 per centum the amount by which
any dollar limitation may, by regulation, be increased.

1974—Subsec. (d)(3)(A)(i). Pub. L. 93–383, § 302(b), sub-
stituted ‘‘$45,000’’ for ‘‘$33,000’’, ‘‘$48,750’’ for ‘‘$35,750’’,
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and ‘‘$56,000’’ for ‘‘$41,250’’ wherever appearing in provi-
sions preceding cl. (1).

Subsec. (d)(3)(A)(i)(1). Pub. L. 93–383, § 310(b)(1), sub-
stituted ‘‘$25,000’’ for ‘‘$15,000’’.

Subsec. (d)(3)(A)(i)(2). Pub. L. 93–383, § 310(b)(2), sub-
stituted ‘‘$25,000’’ for ‘‘$15,000’’ and ‘‘$35,000’’ for
‘‘$25,000’’.

Subsec. (d)(3)(A)(i)(3). Pub. L. 93–383, § 310(b)(3), sub-
stituted ‘‘$35,000’’ for ‘‘$25,000’’.

Subsec. (d)(3)(B)(i). Pub. L. 93–383, § 304(d), struck out
cl. (i) which set forth mortgage ceiling of $50,000,000.

Subsec. (d)(3)(B)(iii). Pub. L. 93–383, § 303(c), sub-
stituted ‘‘$13,000’’ for ‘‘$9,900’’, ‘‘$15,000’’ for ‘‘$11,550’’,
‘‘$18,000’’ for ‘‘$13,750’’, ‘‘$21,000’’ for ‘‘$16,500’’, ‘‘$21,500’’
for ‘‘$16,500’’, ‘‘$25,750’’ for ‘‘$19,800’’, ‘‘$26,500’’ for
‘‘$20,350’’, ‘‘$30,000’’ for ‘‘$23,100’’, ‘‘$32,250’’ for ‘‘$24,750’’,
and ‘‘$36,465’’ for ‘‘$28,050’’.

1969—Subsec. (d)(3)(A)(i). Pub. L. 91–152, §§ 102(b),
113(d)(1), substituted ‘‘$7,700’’ for ‘‘$7,000’’, ‘‘$25,000’’ for
‘‘$20,000’’ wherever appearing, ‘‘$33,000’’ for ‘‘$30,000’’,
‘‘$35,750’’ for ‘‘$32,500’’, and ‘‘$41,250’’ for ‘‘$37,500’’ wher-
ever appearing.

Subsec. (d)(3)(B)(i). Pub. L. 91–152, § 104, substituted
provisions that the mortgage not exceed $50,000,000 for
provisions that the mortgage not exceed $30,000,000, or,
if executed by a mortgagor within subsec. (d)(2)(B) of
this section, not exceed $50,000,000.

Subsec. (d)(3)(B)(iii). Pub. L. 91–152, § 113(d)(2), (3),
substituted ‘‘$9,900’’ for ‘‘$9,000’’, ‘‘$11,550’’ for ‘‘$10,500’’,
‘‘$13,750’’ for ‘‘$12,500’’, ‘‘$16,500’’ for ‘‘$15,000’’ wherever
appearing, ‘‘$19,800’’ for ‘‘$18,000’’, ‘‘$20,350’’ for
‘‘$18,500’’, ‘‘$23,100’’ for ‘‘$21,000’’, ‘‘$24,750’’ for ‘‘$22,500’’,
and ‘‘$28,050’’ for ‘‘$25,000’’.

Subsec. (h)(2)(i). Pub. L. 91–152, § 113(d)(4), substituted
‘‘$12,000’’ for ‘‘$10,000’’.

1968—Subsec. (d)(2)(B). Pub. L. 90–448, § 1722(g), sub-
stituted ‘‘corporations or other legal entities restricted
by or under’’ for ‘‘corporations restricted by’’.

Subsec. (d)(3)(B)(ii). Pub. L. 90–448, § 311(a), inserted
proviso to permit the mortgage to involve the financ-
ing of the purchase of property which has been rehabili-
tated by a local public agency with Federal assistance
pursuant to section 1460(c)(8) of Title 42.

1967—Pub. L. 90–19, § 1(a)(3), substituted ‘‘Secretary’’
for ‘‘Commissioner’’ wherever appearing in subsecs. (b),
(d)(1)(B), (d)(2)(A), (d)(3)(A)(i), (iii), (iv), (d)(3) (B)(ii) to
(iv), (d)(4), (e), (f)(3), (h) (1), (h)(1)(C), (h)(2)(i) to (v),
(h)(3), (5) to (7), (h)(9)(B), and (h)(10), (11).

Pub. L. 90–19, § 1(a)(4), substituted ‘‘Secretary’s’’ for
‘‘Commissioner’s’’ wherever appearing in subsecs.
(d)(3)(A)(i)(B), (ii) and (h)(2)(i), (9)(A).

Subsec. (d)(1)(A). Pub. L. 90–19, § 1(g)(1)–(4), sub-
stituted ‘‘Secretary of Housing and Urban Develop-
ment’’ and ‘‘Secretary’’ for ‘‘Housing and Home Fi-
nance Administrator’’ and ‘‘Administrator’’ wherever
appearing, ‘‘determination’’ for ‘‘certification to the
Commissioner’’, and ‘‘determined’’ for ‘‘certified to the
Commissioner’’ wherever appearing, respectively.

1966—Subsec. (d)(3)(A)(i). Pub. L. 89–754, § 305, in-
creased the rate in cl. (3) from 75 to ‘‘80 per centum of
such replacement cost in excess of $20,000’’ and inserted
proviso respecting mortgage limits of a mortgagor who
is a veteran and the mortgage to be insured covers
property upon which there is located a dwelling de-
signed principally for a one-family residence and defini-
tion of ‘‘veteran’’.

Subsec. (d)(3)(B)(iii). Pub. L. 89–754, § 306, provided
that with respect to rehabilitation projects involving
not more than five family units, the Secretary may by
regulation increase by 25 per centum any of the dollar
amount limitations contained in this clause which are
applicable to units with two, three, or four or more
bedrooms, inserted ‘‘as determined after the applica-
tion of the preceding proviso’’ before ‘‘by not to exceed
45 per centum’’, and substituted ‘‘Provided further, That
nothing’’ for ‘‘Provided, That nothing’’.

1965—Subsec. (d)(1)(A). Pub. L. 89–117, § 311(c), inserted
cl. (iv).

Subsec. (d)(2). Pub. L. 89–117, § 1108(h)(1), substituted
‘‘the General Insurance Fund’’ for ‘‘the section 220
Housing Insurance Fund’’ wherever appearing.

Subsec. (d)(3)(A)(i). Pub. L. 89–117, § 209(1), struck out
a second proviso which, in a case involving refinancing,
prohibited the mortgage to exceed the estimated cost
of repair and rehabilitation and the amount required to
refinance existing indebtedness secured by the property
or project.

Subsec. (d)(3)(A)(ii). Pub. L. 89–117, § 209(2), sub-
stituted provisions prohibiting the mortgage, in a case
where the mortgagor is not the occupant of the prop-
erty and intends to hold the property for rental pur-
poses, to have a principal obligation in an amount in
excess of 93 per centum of the amount computed under
the provisions of cl. (i) for provisions which prohibited
the mortgage, in a case where a mortgagor is not the
occupant of the property, to have a principal obligation
in excess of an amount equal to 85 per centum of the
amount computed under cl. (i).

Subsec. (d)(3)(A)(iii), (iv). Pub. L. 89–117, § 209(2),
added cls. (iii) and (iv).

Subsec. (d)(3)(B)(iii). Pub. L. 89–117, § 207(c), sub-
stituted ‘‘$18,500 per family unit with three bedrooms,
and $21,000 per family unit with four or more bed-
rooms’’ for ‘‘and $18,500 per family unit with three or
more bedrooms’’ and ‘‘$22,500 per family unit with three
bedrooms, and $25,500 per family unit with four or more
bedrooms’’ for ‘‘and $22,500 per family unit with three
or more bedrooms’’.

Subsec. (d)(3)(B)(iv). Pub. L. 89–117, § 210, substituted
‘‘desirable and consistent with the urban renewal plan’’
for ‘‘adequate to serve the needs of the occupants of the
property and of other housing in the neighborhood’’,
and inserted proviso.

Subsec. (f). Pub. L. 89–117, § 1108(h)(1), (2), substituted
‘‘the General Insurance Fund’’ for ‘‘the section 220
Housing Insurance Fund’’ wherever appearing and, in
par. (3), struck out provision that, as to mortgages ac-
quired hereunder, all references in section 1713 of this
title to the Housing Insurance Fund, the Housing Fund,
or the Fund shall be construed to refer to the section
220 Housing Insurance Fund.

Subsec. (g). Pub. L. 89–117, § 1108(h)(3), repealed sub-
sec. (g) which created the section 220 Housing Insurance
Fund, provided for transfer of funds thereto, and au-
thorized purchase and cancellation of debentures and
the receipt and payment of charges and fees.

Subsec. (h)(1). Pub. L. 89–117, § 311(d), inserted ‘‘or in
an area in which a program of concentrated code en-
forcement activities is being carried out pursuant to
section 1468 of title 42’’.

Subsec. (h)(2)(i). Pub. L. 89–117, § 211(a), inserted pro-
viso permitting the Commissioner by regulation to in-
crease the amount by not to exceed 45 per centum in
any geographical area where he finds that cost levels so
require.

Subsec. (h)(4). Pub. L. 89–117, § 1108(h)(3), repealed par.
which created the Home Improvement Account and
provided for the transfer of funds thereto, credit and
charges to such Account, and disposition of surplus
moneys.

Subsec. (h)(5), (7). Pub. L. 89–117, § 1108(h)(4), sub-
stituted ‘‘General Insurance Fund’’ for ‘‘section 220
Home Improvement Account’’ wherever appearing.

Subsec. (h)(11). Pub. L. 89–117, § 211(b), inserted ‘‘or
such additional amount as the Commissioner has by
regulation prescribed in any geographical area where
he finds cost levels so require pursuant to the author-
ity vested in him by proviso in paragraph (2)(i) of this
subsection’’.

1964—Subsec. (d)(3)(A)(i). Pub. L. 88–560, § 110, in-
creased the maximum amount of the principal obliga-
tion for one-family residences from $25,000 to $30,000,
for two-family residences from $27,500 to $32,500, for
three-family residences from $30,000 to $32,500, for four-
family residences from $35,000 to $37,500, and for more-
than-four-family residences from $35,000 to $37,500.

Subsec. (d)(3)(B)(i). Pub. L. 88–560, § 111, substituted
‘‘$30,000,000’’ for ‘‘$20,000,000’’.

Subsec. (d)(3)(B)(iii). Pub. L. 88–560, § 107(c), changed
limits on mortgages for property or project attrib-
utable to dwelling use from ‘‘$2,500 per room (or $9,000
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per family unit if the number of rooms in such property
or project is less than four per family unit)’’ to ‘‘$9,000
per family unit without a bedroom, $12,500 per family
unit with one bedroom, $15,000 per family unit with two
bedrooms, and $18,500 per family unit with three or
more bedrooms’’, changed such mortgage limits on
project consisting of elevator-type structures from a
sum ‘‘of $2,500 per room to not exceed $3,000 per room
and the dollar amount limitation of $9,000 per family
unit to not exceed $9,400 per family unit’’ to dollar
amount limitations ‘‘per family unit to not to exceed
$10,500 per family unit without a bedroom, $15,000 per
family unit with one bedroom, $18,000 per family unit
with two bedrooms, and $22,500 per family unit with
three or more bedrooms’’, and substituted provision au-
thorizing an increase ‘‘by not to exceed 45 per centum’’
of any of such limits because of cost levels for former
provision authorizing such an increase ‘‘by not to ex-
ceed $1,250 per room without regard to the number of
rooms being less than four, or four or more’’.

Subsec. (f)(3). Pub. L. 88–560, § 105(c)(1), inserted ‘‘If
the insurance payment is made in cash, there shall be
added to such payment an amount equivalent to the in-
terest which the debentures would have earned, com-
puted to a date to be established pursuant to regula-
tions issued by the Commissioner’’.

Subsec. (h)(1). Pub. L. 88–560, § 112(a), designated defi-
nitions of ‘‘home improvement loan’’, ‘‘improvement’’,
and ‘‘financial institution’’ in second sentence as cls.
(A)(i), (B), and (C), respectively, and added cl. (A)(ii) to
definition of ‘‘home improvement loan’’.

Subsec. (h)(2)(i). Pub. L. 88–560, § 112(b), inserted
‘‘, and be limited as required by paragraph (11) of this
subsection’’.

Subsec. (h)(2)(vi). Pub. L. 88–560, § 113, substituted ‘‘an
expiration date in excess of 10 years later than the ma-
turity date of the loan’’ for ‘‘a period of not less than
50 years to run from the date of the loan’’.

Subsec. (h)(6). Pub. L. 88–560, § 105(c)(1), inserted ‘‘If
the insurance payment is made in cash, there shall be
added to such payment an amount equivalent to the in-
terest which the debentures would have earned, com-
puted to a date to be established pursuant to regula-
tions issued by the Commissioner’’.

Subsec. (h)(11). Pub. L. 88–560, § 112(c), added par. (11).
1961—Subsec. (a). Pub. L. 87–70, § 102(a)(2), substituted

‘‘loan and mortgage insurance’’ for ‘‘mortgage insur-
ance’’.

Subsec. (d)(3)(A)(i). Pub. L. 87–70, §§ 102(a)(1), 609, in-
creased the maximum amount of the principal obliga-
tion for one-family residences from $22,500 to $25,000,
and for two-family residences from $25,000 to $27,500,
substituted ‘‘$15,000’’ for ‘‘$13,500’’ in two places,
‘‘$20,000’’ for ‘‘$18,000’’ in two places, ‘‘75 per centum’’
for ‘‘70 per centum’’, and ‘‘shall be based upon the sum
of the estimated cost of repair and rehabilitation and
the Commissioner’s estimate of the value of the prop-
erty before repair and rehabilitation rather than upon
the Commissioner’s estimate of the replacement cost’’
for ‘‘shall be based upon appraised value rather than
upon the Commissioner’s estimate of the replacement
cost’’ in proviso relating to limitations upon the
amount of the mortgage in the case of properties other
than new construction, and inserted proviso which lim-
its, in cases involving refinancing, the amount of the
mortgage to not more than the estimated cost of repair
and rehabilitation and the amount (as determined by
the Commissioner) required to refinance existing in-
debtedness secured by the property or project.

Subsec. (d)(3)(B)(ii). Pub. L. 87–70, § 102(a)(1), sub-
stituted ‘‘shall be based upon the sum of the estimated
cost of repair and rehabilitation and the Commis-
sioner’s estimate of the value of the property before re-
pair and rehabilitation rather than upon the Commis-
sioner’s estimate of the replacement cost’’ for ‘‘shall be
based upon appraised value rather than upon the Com-
missioner’s estimate of the replacement cost’’ in pro-
viso relating to limitations upon the amount of the
mortgage in the case of properties other than new con-
struction, and inserted the proviso which limits, in

cases involving refinancing, the amount of the mort-
gage to not more than the estimated cost of repair and
rehabilitation and the amount (as determined by the
Commissioner) required to refinance existing indebted-
ness secured by the property or project.

Subsec. (f)(3). Pub. L. 87–70, § 612(g), added par. (3).
Subsec. (h). Pub. L. 87–70, § 102(a)(3), added subsec. (h).
1959—Subsec. (d)(3)(A)(i). Pub. L. 86–372, § 109(a)(1), (2),

increased the maximum amount of the principal obliga-
tion for one-family residences from $20,000 to $22,500,
for two-family residences from $20,000 to $25,000, and for
three-family residences from $27,500 to $30,000, and in-
creased the maximum amount of loans over $13,500
from 85 percent of the value in excess of $13,500 but not
in excess of $16,000 to 90 percent of the value in excess
of $13,500 but not in excess of $18,000.

Pub. L. 86–372, § 109(a)(3), inserted proviso in subsec.
(d)(3)(A)(ii) making the 85 per centum limitation inap-
plicable if the mortgagor and mortgagee assume re-
sponsibility for the reduction of the mortgage by an
amount not less than 15 per centum of the outstanding
principal amount thereof in the event the mortgaged
property is not, prior to the due date of the 18th amor-
tization payment of the mortgage, sold to a purchaser
acceptable to the Commissioner who is the occupant of
the property and who assumes and agrees to pay the
mortgage indebtedness.

Subsec. (d)(3)(B)(i). Pub. L. 86–372, § 109(b), substituted
‘‘$20,000,000’’ for ‘‘$12,500,000’’.

Subsec. (d)(3)(B)(iii). Pub. L. 86–372, § 109(c)–(e), in-
serted ‘‘(excluding exterior land improvements as de-
fined by the Commissioner)’’ after ‘‘dwelling use’’, and
substituted ‘‘$2,500’’ for ‘‘$2,250’’ in two places, ‘‘$9,000’’
for ‘‘$8,100’’ in two places, ‘‘$3,000’’ for ‘‘$2,700’’, ‘‘$9,400’’
for ‘‘$8,400’’, and ‘‘$1,250’’ for ‘‘$1,000’’.

Subsec. (d)(3)(B)(iv). Pub. L. 86–372, § 109(e), added cl.
(iv).

Subsec. (f)(1). Pub. L. 86–372, § 116(b), inserted ref-
erence to subsec. (k) of section 1710 of this title.

1958—Subsec. (d)(3)(A)(i). Pub. L. 85–364 substituted
‘‘$13,500’’ for ‘‘$10,000’’ in two places.

1957—Subsec. (d)(3). Pub. L. 85–104, § 102, amended pro-
visions generally, and, among other changes, raised
maximum mortgage obligation from 95 to 97 percent,
inserted ‘‘unless the construction of the dwelling was
completed more than one year prior to the application
for mortgage insurance’’, and as to estimated replace-
ment cost, raised figure from $9,000 to $10,000 and pro-
vided for 85 percent of such replacement cost in excess
of $10,000 and 70 percent in excess of $16,000, in lieu of
former provisions allowing 75 percent of such cost in
excess of $9,000 with Presidential authority to increase
dollar amounts to $10,000.

Subsec. (d)(3)(B)(iii). Pub. L. 85–10 substituted ‘‘with-
out regard to the number of rooms being less than four,
or four or more’’ for ‘‘or per family unit, as the case
may be’’, in second proviso.

Subsec. (f)(1). Pub. L. 85–104, § 112, substituted ‘‘(h),
and (j) of section 1710 of this title’’ for ‘‘and (h) of sec-
tion 1710 of this title’’.

1956—Subsec. (d)(1)(A). Act Aug. 7, 1956, § 307(b), pro-
vided mortgage insurance assistance for urban renewal
areas under section 1462 of this title without requiring
the programs required of areas in cl. (i) or cl. (ii).

Subsec. (d)(3)(B)(ii). Act Aug. 7, 1956, § 107(a), inserted
‘‘, and shall include an allowance for builder’s and
sponsor’s profit and risk of 10 per centum of all of the
foregoing items except the land unless the Commis-
sioner, after certification that such allowance is unrea-
sonable, shall by regulation prescribe a lesser percent-
age’’ after ‘‘approved by the Secretary’’.

Subsec. (d)(3)(B)(iii). Act Aug. 7, 1956, § 107(b), sub-
stituted ‘‘Provided further’’ for ‘‘except’’, substituted
‘‘any of the foregoing dollar amount limitations’’ for
‘‘the foregoing limits’’ and inserted ‘‘or per family unit,
as the case may be,’’ after ‘‘$1,000 per room’’.

1955—Subsec. (d)(3)(A). Act Aug. 11, 1955, § 102(g)(1),
provided that the maximum amount of a mortgage to
be insured may be determined on the bases of estimated
replacement cost, and required determination upon ap-
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praised value in case of properties other than new con-
struction.

Subsec. (d)(3)(B). Act Aug. 11, 1955, § 102(c), (g)(2), in-
creased from $5,000,000 to $12,500,000 the limitation on
the maximum amount of a mortgage, provided that the
maximum amount of a mortgage to be insured may be
determined on the bases of estimated replacement cost,
and required determination upon appraised value in
case of properties other than new construction.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by section 406(b)(9) of Pub. L. 100–242 ap-
plicable only with respect to mortgages insured pursu-
ant to conditional commitment issued on or after Feb.
5, 1988, or in accordance with direct endorsement pro-
gram (24 CFR 200.163), if approved underwriter of mort-
gagee signs appraisal report for property on or after
Feb. 5, 1988, see section 406(d) of Pub. L. 100–242, set out
as a note under section 1709 of this title.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

LIMITATION ON NUMBER OF DWELLING UNITS WITH
MORTGAGES NOT PROVIDING FOR COMPLETE AMORTI-
ZATION

For limitation on the number of dwelling units with
mortgages not providing for complete amortization
pursuant to authority granted by amendment to sub-
sec. (d)(4) by section 446 of Pub. L. 98–181, see section
446(f) of Pub. L. 98–181, set out as a note under section
1713 of this title.

AMENDMENTS TO PROVISIONS FOR FAMILY UNIT LIMITS
ON RENTAL HOUSING; EQUITABLE APPLICATION OF
SUCH AMENDMENTS OR PRE-AMENDMENT PROVISIONS
TO PROJECTS SUBMITTED FOR CONSIDERATION PRIOR
TO SEPTEMBER 2, 1964

Equitable application of amendments to subsec.
(d)(3)(B)(iii) of this section by section 107(c) of Pub. L.
88–560 or pre-amended provisions to projects submitted
for consideration prior to Sept. 2, 1964, see section
107(g) of Pub. L. 88–560, set out as a note under section
1713 of this title.

LABOR STANDARDS

Application of section 1715c of this title, relating to
labor standards, to certain mortgage insurance under
this section, see subsec. (a) of section 1715c.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1709, 1712a, 1713,
1715c, 1715l, 1715o, 1715q, 1715r, 1715w, 1715z–2, 1715z–5,
1717, 1731b of this title.

§ 1715l. Housing for moderate income and dis-
placed families

(a) Purpose
This section is designed to assist private in-

dustry in providing housing for low and mod-
erate income families and displaced families.
(b) Authorization

The Secretary is authorized, upon application
by the mortgagee, to insure under this section
as hereinafter provided any mortgage (including
advances during construction on mortgages cov-
ering property of the character described in
paragraphs (3) and (4) of subsection (d) of this
section) which is eligible for insurance as pro-
vided herein and, upon such terms and condi-
tions as the Secretary may prescribe, to make
commitments for the insurance of such mort-
gages prior to the date of their execution or dis-
bursement thereon.

(c) Definitions
As used in this section, the terms ‘‘mortgage’’,

‘‘first mortgage’’, ‘‘mortgagee’’, ‘‘mortgagor’’,
‘‘maturity date’’ and ‘‘State’’ shall have the
same meaning as in section 1707 of this title.
(d) Eligibility for insurance; conditions; limits

To be eligible for insurance under this section,
a mortgage shall—

(1) have been made to and be held by a mort-
gagee approved by the Secretary as respon-
sible and able to service the mortgage prop-
erly;

(2) be secured by property upon which there
is located a dwelling conforming to applicable
standards prescribed by the Secretary under
subsection (f) of this section, and meeting the
requirements of all State laws, or local ordi-
nances or regulations, relating to the public
health or safety, zoning, or otherwise, which
may be applicable thereto, and shall involve a
principal obligation (including such initial
service charges, appraisal, inspection, and
other fees as the Secretary shall approve) in
an amount (A) not to exceed (i) $31,000 (or
$36,000, if the mortgagor’s family includes five
or more persons) in the case of a property
upon which there is located a dwelling de-
signed principally for a single-family resi-
dence, (ii) $35,000 in the case of a property
upon which there is located a dwelling de-
signed principally for a two-family residence,
(iii) $48,600 in the case of a property upon
which there is located a dwelling designed
principally for a three-family residence, or (iv)
$59,400 in the case of a property upon which
there is located a dwelling designed prin-
cipally for a four-family residence, except that
the Secretary may increase the foregoing
amounts to not to exceed $36,000 (or $42,000 if
the mortgagor’s family includes five or more
persons), $45,000, $57,600, and $68,400, respec-
tively, in any geographical area where he finds
that cost levels so require; and (B) not to ex-
ceed the appraised value of the property (as of
the date the mortgage is accepted for insur-
ance): Provided, That (i)(1) in the case of a dis-
placed family, he shall have paid on account of
the property at least $200 in the case of a sin-
gle-family dwelling, $400 in the case of a two-
family dwelling, $600 in the case of a three-
family dwelling, and $800 in the case of a four-
family dwelling, or (2) in the case of any other
family, he shall have paid on account of the
property at least 3 per centum of the Sec-
retary’s estimate of its acquisition cost (ex-
cluding the mortgage insurance premium paid
at the time the mortgage is insured), in cash
or its equivalent; which amount in either in-
stance may include amounts to cover settle-
ment costs and initial payments for taxes,
hazard insurance, and other prepaid expenses;
or (ii) in the case of repair and rehabilitation,
the amount of the mortgage shall not exceed
the sum of the estimated cost of repair and re-
habilitation and the Secretary’s estimate of
the value of the property before repair and re-
habilitation, except that in no case involving
refinancing shall such mortgage exceed such
estimated cost of repair and rehabilitation and
the amount (as determined by the Secretary)



Page 602TITLE 12—BANKS AND BANKING§ 1715l

1 So in original. Probably should be preceded by a dollar sign.
2 See References in Text note below.

required to refinance existing indebtedness se-
cured by the property: Provided further, That
the mortgagor shall to the maximum extent
feasible be given the opportunity to contribute
the value of his labor as equity in such dwell-
ing; or

(3) if executed by a mortgagor which is a
public body or agency (and, except with re-
spect to a project assisted or to be assisted
pursuant to section 8 of the United States
Housing Act of 1937 [42 U.S.C. 1437f], which cer-
tifies that it is not receiving financial assist-
ance from the United States exclusively pur-
suant to such Act [42 U.S.C. 1437 et seq.]) a co-
operative (including an investor-sponsor who
meets such requirements as the Secretary
may impose to assure that the consumer inter-
est is protected), or a limited dividend cor-
poration (as defined by the Secretary), or a
private nonprofit corporation or association,
or other mortgagor approved by the Secretary,
and regulated or supervised under Federal or
State laws or by political subdivisions of
States, or agencies thereof, or by the Sec-
retary under a regulatory agreement or other-
wise, as to rents, charges, and methods of op-
eration, in such form and in such manner as in
the opinion of the Secretary will effectuate
the purposes of this section—

(i) Repealed. Pub. L. 93–383, title III,
§ 304(e)(1), Aug. 22, 1974, 88 Stat. 678.

(ii)(I) not exceed, for such part of the prop-
erty or project as may be attributable to
dwelling use (excluding exterior land im-
provements as defined by the Secretary)
$42,048 per family unit without a bedroom,
$48,481 per family unit with one bedroom,
58,469 1 per family unit with two bedrooms,
$74,840 per family unit with three bedrooms,
and $83,375 per family unit with four or more
bedrooms; except that as to projects to con-
sist of elevator-type structures the Sec-
retary may, in his discretion, increase the
dollar amount limitations per family unit to
not to exceed $44,250 per family unit without
a bedroom, $50,724 per family unit with one
bedroom, $61,680 per family unit with two
bedrooms, $79,793 per family unit with three
bedrooms, and $87,588 per family unit with
four or more bedrooms, as the case may be,
to compensate for the higher costs incident
to the construction of elevator-type struc-
tures of sound standards of construction and
design; (II) the Secretary may, by regula-
tion, increase any of the dollar amount limi-
tations in subclause (I) (as such limitations
may have been adjusted in accordance with
section 1712a of this title) by not to exceed
110 percent in any geographical area where
the Secretary finds that cost levels so re-
quire and by not to exceed 140 percent where
the Secretary determines it necessary on a
project-by-project basis, but in no case may
any such increase exceed 90 percent where
the Secretary determines that a mortgage
purchased or to be purchased by the Govern-
ment National Mortgage Association in im-
plementing its special assistance functions
under section 1720 2 of this title (as such sec-

tion existed immediately before November
30, 1983) is involved; and

(iii) not exceed (1) in the case of new con-
struction, the amount which the Secretary
estimates will be the replacement cost of the
property or project when the proposed im-
provements are completed (the replacement
cost may include the land, the proposed
physical improvements, utilities within the
boundaries of the land, architect’s fees,
taxes, interest during construction, and
other miscellaneous charges incident to con-
struction and approved by the Secretary), or
(2) in the case of repair and rehabilitation,
the sum of the estimated cost of repair and
rehabilitation and the Secretary’s estimate
of the value of the property before repair
and rehabilitation: Provided, That the mort-
gage may involve the financing of the pur-
chase or property which has been rehabili-
tated by a local public agency with Federal
assistance pursuant to section 110(c)(8) of
the Housing Act of 1949 [42 U.S.C. 1460(c)(8)],
and, in such case, the amount of the mort-
gage shall not exceed the appraised value of
the property as of the date the mortgage is
accepted for insurance: Provided further,
That in the case of any mortgagor other
than a nonprofit corporation or association,
cooperative (including an investor-sponsor),
or public body, or a mortgagor meeting the
special requirements of subsection (e)(1) of
this section, the amount of the mortgage
shall not exceed 90 per centum of the
amount otherwise authorized under this sec-
tion: Provided further, That such property or
project, when constructed, or repaired and
rehabilitated, shall be for use as a rental or
cooperative project, and low and moderate
income families or displaced families shall
be eligible for occupancy in accordance with
such regulations and procedures as may be
prescribed by the Secretary and the Sec-
retary may adopt such requirements as he
determines to be desirable regarding con-
sultation with local public officials where
such consultation is appropriate by reason of
the relationship of such project to projects
under other local programs; or

(4) if executed by a mortgagor and which is
approved by the Secretary—

(i) Repealed. Pub. L. 93–383, title III,
§ 304(e)(2), Aug. 22, 1974, 88 Stat. 678.

(ii)(I) not exceed, for such part of the prop-
erty or project as may be attributable to
dwelling use (excluding exterior land im-
provements as defined by the Secretary),
$37,843 per family unit without a bedroom,
$42,954 per family unit with one bedroom,
$51,920 per family unit with two bedrooms,
$65,169 per family unit with three bedrooms,
and $73,846 per family unit with four or more
bedrooms; except that as to projects to con-
sist of elevator-type structures the Sec-
retary may, in his discretion, increase the
dollar amount limitations per family unit to
not to exceed $40,876 per family unit without
a bedroom, $46,859 per family unit with one
bedroom, $56,979 per family unit with two
bedrooms, $73,710 per family unit with three
bedrooms, and $80,913 per family unit with
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four or more bedrooms, as the case may be,
to compensate for the higher costs incident
to the construction of elevator-type struc-
tures of sound standards of construction and
design; (II) the Secretary may, by regula-
tion, increase any of the dollar limitations
in subclause (I) (as such limitations may
have been adjusted in accordance with sec-
tion 1712a of this title) by not to exceed 110
percent in any geographical area where the
Secretary finds that cost levels so require
and by not to exceed 140 percent where the
Secretary determines it necessary on a
project-by-project basis, but in no case may
any such increase exceed 90 percent where
the Secretary determines that a mortgage
purchased or to be purchased by the Govern-
ment National Mortgage Association in im-
plementing its special assistance functions
under section 1720 2 of this title (as such sec-
tion existed immediately before November
30, 1983) is involved;

(iii) not exceed (in the case of a property
or project approved for mortgage insurance
prior to the beginning of construction) 90 per
centum of the amount which the Secretary
estimates will be the replacement cost of the
property or project when the proposed im-
provements are completed (the replacement
cost may include the land, the proposed
physical improvements, utilities within the
boundaries of the land, architect’s fees,
taxes, interest during construction, and
other miscellaneous charges incident to con-
struction and approved by the Secretary,
and shall include an allowance for builder’s
and sponsor’s profit and risk of 10 per cen-
tum of all of the foregoing items, except the
land, unless the Secretary, after certifi-
cation that such allowance is unreasonable,
shall by regulation prescribe a lesser per-
centage); and

(iv) not exceed 90 per centum of the sum of
the estimated cost of repair and rehabilita-
tion (including the cost of evaluating and re-
ducing lead-based paint hazards, as such
terms are defined in section 4851b of title 42)
and the Secretary’s estimate of the value of
the property before repair and rehabilitation
if the proceeds of the mortgage are to be
used for the repair and rehabilitation of a
property or project: Provided, That the Sec-
retary may, in his discretion, require the
mortgagor to be regulated or restricted as to
rents or sales, charges, capital structure,
rate of return, and methods of operation,
and for such purpose the Secretary may
make such contracts with and acquire for
not to exceed $100 such stock or interest in
any such mortgagor as the Secretary may
deem necessary to render effective such re-
strictions or regulations, with such stock or
interest being paid for out of the General In-
surance Fund and being required to be re-
deemed by the mortgagor at par upon the
termination of all obligations of the Sec-
retary under the insurance;

(5) bear interest at such rate as may be
agreed upon by the mortgagor and the mortga-
gee; and contain such terms and provisions
with respect to the application of the mortga-

gor’s periodic payment to amortization of the
principal of the mortgage, insurance, repairs,
alterations, payment of taxes, default re-
serves, delinquency charges, foreclosure pro-
ceedings, anticipation of maturity, additional
and secondary liens, and other matters as the
Secretary may in his discretion prescribe: Pro-
vided, That a mortgage insured under the pro-
visions of subsection (d)(3) of this section shall
bear interest (exclusive of any premium
charges for insurance and service charge, if
any) at not less than the lower of (A) 3 per
centum per annum, or (B) the annual rate of
interest determined, from time to time by the
Secretary of the Treasury at the request of the
Secretary, by estimating the average market
yield to maturity on all outstanding market-
able obligations of the United States, and by
adjusting such yield to the nearest one-eighth
of 1 per centum, and there shall be no differen-
tiation in the rate of interest charged under
this proviso as between mortgagors under sub-
section (d)(3) of this section on the basis of dif-
ferences in the types or classes of such mort-
gagors, and

(6) provide for complete amortization by
periodic payments (unless otherwise approved
by the Secretary) within such terms as the
Secretary may prescribe, but as to mortgages
coming within the provisions of subsection
(d)(2) of this section not to exceed from the
date of the beginning of amortization of the
mortgage (i) 40 years in the case of a displaced
family, (ii) 35 years in the case of any other
family if the mortgage is approved for insur-
ance prior to construction, except that the pe-
riod in such case may be increased to not more
than 40 years where the mortgagor is not able,
as determined by the Secretary, to make the
required payments under a mortgage having a
shorter amortization period, and (iii) 30 years
in the case of any other family where the
mortgage is not approved for insurance prior
to construction.

(e) ��Mortgagor�� defined; release of mortgagor or
part of property

(1) A mortgagor which may be approved by the
Secretary as provided in subsection (d)(3) of this
section includes a mortgagor which, as a condi-
tion of obtaining insurance of the mortgage and
prior to the submission of its application for
such insurance, has entered into an agreement
(in form and substance satisfactory to the Sec-
retary) with a private nonprofit corporation eli-
gible for an insured mortgage under the provi-
sions of subsection (d)(3) of this section, that the
mortgagor will sell the project when it is com-
pleted to the corporation at the actual cost of
the project, as certified pursuant to section
1715r of this title. The mortgagor to whom the
property is sold shall be regulated or supervised
by the Secretary as provided in subsection (d)(3)
of this section to effectuate its purposes.

(2) The Secretary may at any time, under such
terms and conditions as he may prescribe, con-
sent to the release of the mortgagor from his li-
ability under the mortgage or the credit instru-
ment secured thereby, or consent to the release
of parts of the mortgaged property from the lien
of the mortgage.
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(f) Compliance with standards; nondwelling fa-
cilities in projects in urban renewal areas;
number of family units; premium charges;
housing for low-income purchasers; expira-
tion of mortgage insurance authority; ��fam-
ily�� defined; single occupants in subsection
(d)(3) housing; use of certain housing facili-
ties for classroom purposes; return of ad-
vances for capital improvements

The property or project shall comply with
such standards and conditions as the Secretary
may prescribe to establish the acceptability of
such property for mortgage insurance and may
include such commercial and community facili-
ties as the Secretary deems adequate to serve
the occupants: Provided, That in the case of any
such property or project located in an urban re-
newal area, the provisions of section
1715k(d)(3)(B)(iv) of this title shall apply with re-
spect to the nondwelling facilities which may be
included in the mortgage: Provided further, That,
in the case of a mortgage which bears interest
at the below-market interest rate prescribed in
the proviso of subsection (d)(5) of this section,
the provisions of section 1715k(d)(3)(B)(iv) of this
title shall only apply if the mortgagor waives
the right to receive dividends on its equity in-
vestment in the portion thereof devoted to com-
mercial facilities.

A property or project covered by a mortgage
insured under the provisions of subsection (d)(3)
or (d)(4) of this section shall include five or more
family units: Provided, That such units, in the
case of a project designed primarily for occu-
pancy by displaced, elderly, or handicapped fam-
ilies, need not, with the approval of the Sec-
retary, contain kitchen facilities, and such
projects may include central dining and other
shared facilities. The Secretary is authorized to
adopt such procedures and requirements as he
determines are desirable to assure that the
dwelling accommodations provided under this
section are available to displaced families. Not-
withstanding any provision of this chapter, the
Secretary, in order to assist further the provi-
sion of housing for low and moderate income
families, in his discretion and under such condi-
tions as he may prescribe, may insure a mort-
gage which meets the requirements of sub-
section (d)(3) of this section as in effect after
June 30, 1961, or which meets the requirements
of subsection (h), (i), or (j) of this section with
no premium charge, with a reduced premium
charge, or with a premium charge for such pe-
riod or periods during the time the insurance is
in effect as the Secretary may determine, and
there is authorized to be appropriated, out of
any money in the Treasury not otherwise appro-
priated, such amounts as may be necessary to
reimburse the General Insurance Fund for any
net losses in connection with such insurance.
Any person who is sixty-two years of age or
over, or who is a handicapped person within the
meaning of section 1701q 2 of this title, or who is
a displaced person, shall be deemed to be a fam-
ily within the meaning of the terms ‘‘family’’
and ‘‘families’’ as those terms are used in this
section. Low- and moderate-income persons who
are less than 62 years of age shall be eligible for
occupancy of dwelling units in a project fi-
nanced with a mortgage insured under sub-

section (d)(3) of this section. In any case in
which it is determined in accordance with regu-
lations of the Secretary that facilities in exist-
ence or under construction on December 31, 1970,
which could appropriately be used for classroom
purposes are available in any such property or
project and that public schools in the commu-
nity are overcrowded due in part to the attend-
ance at such schools of residents of the property
or project, such facilities may be used for such
purposes to the extent permitted in such regula-
tions (without being subject to any of the re-
quirements of the proviso in section
1715k(d)(3)(B)(iv) of this title except the require-
ment that the project be predominantly residen-
tial).

As used in this section the terms ‘‘displaced
family’’, ‘‘displaced families’’, and ‘‘displaced
person’’ shall mean a family or families, or a
person, displaced from an urban renewal area, or
as a result of governmental action, or as a result
of a major disaster as determined by the Presi-
dent pursuant to the Disaster Relief and Emer-
gency Assistance Act [42 U.S.C. 5121 et seq.].

In order to induce advances by owners for cap-
ital improvements (excluding any owner con-
tributions that may be required by the Sec-
retary as a condition for assistance under sec-
tion 201 of the Housing and Community Develop-
ment Amendments of 1978) to benefit projects
covered by a mortgage under the provisions of
subsection (d)(3) of this section that bears a
below market interest rate prescribed in the
proviso to subsection (d)(5) of this section, in es-
tablishing the rental charge for the project the
Secretary may include an amount that would
permit a return of such advances with interest
to the owner out of project income, on such
terms and conditions as the Secretary may de-
termine. Any resulting increase in rent con-
tributions shall be—

(A) to a level not exceeding the lower of 30
percent of the adjusted income of the tenant
or the published existing fair market rent for
comparable housing established under section
8(c) of the United States Housing Act of 1937
[42 U.S.C. 1437f(c)];

(B) phased in equally over a period of not
less than 3 years, if such increase is 30 percent
or more; and

(C) limited to not more than 10 percent per
year if such increase is more than 10 percent
but less than 30 percent.

Assistance under section 8 of the United States
Housing Act of 1937 [42 U.S.C. 1437f] shall be pro-
vided, to the extent available under appropria-
tions Acts, if necessary to mitigate any adverse
effects on income-eligible tenants.
(g) Entitlement of mortgagee to benefits; applica-

bility of other provisions; debentures; ��going
Federal rate�� defined; transfer of original
credit instrument

The mortgagee shall be entitled to receive the
benefits of the insurance as hereinafter pro-
vided—

(1) as to mortgages meeting the require-
ments of paragraph (2) of subsection (d) of this
section, paragraph (5) of subsection (h) of this
section, or paragraph (2) of subsection (i) of
this section, as provided in section 1710(a) of
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this title with respect to mortgages insured
under section 1709 of this title, and the provi-
sions of subsections (b), (c), (d), (e), (f), (g),
(h),2 (j), and (k) 2 of section 1710 of this title
shall be applicable to such mortgages insured
under this section, except that all references
therein to the Mutual Mortgage Insurance
Fund or the Fund shall be construed to refer
to the General Insurance Fund and all ref-
erences therein to section 1709 of this title
shall be construed to refer to this section; or

(2) as to mortgages meeting the require-
ments of paragraph (3) or (4) of subsection (d)
of this section, paragraph (1) of subsection (h)
of this section, or paragraph (2) of subsection
(j) of this section as provided in section 1713(g)
of this title with respect to mortgages insured
under said section 1713, and the provisions of
subsections (h), (i), (j), (k), and (l) of section
1713 of this title shall be applicable to such
mortgages insured under this section; or

(3) as to mortgages meeting the require-
ments of this section which are insured or ini-
tially endorsed for insurance on or after June
30, 1961, notwithstanding the provisions of
paragraphs (1) and (2) of this subsection, the
Secretary in his discretion, in accordance with
such regulations as he may prescribe, may
make payments pursuant to such paragraphs
in cash or in debentures (as provided in the
mortgage insurance contract), or may acquire
a mortgage loan that is in default and the se-
curity therefor upon payment to the mortga-
gee in cash or in debentures (as provided in
the mortgage insurance contract) of a total
amount equal to the unpaid principal balance
of the loan plus any accrued interest and any
advances approved by the Secretary and made
previously by the mortgagee under the provi-
sions of the mortgage, and after the acquisi-
tion of any such mortgage by the Secretary
the mortgagee shall have no further rights, li-
abilities, or obligations with respect to the
loan or the security for the loan. The appro-
priate provisions of sections 1710 and 1713 of
this title relating to the issuance of deben-
tures shall apply with respect to debentures is-
sued under this paragraph, and the appropriate
provisions of sections 1710 and 1713 of this title
relating to the rights, liabilities, and obliga-
tions of a mortgagee shall apply with respect
to the Secretary when he has acquired an in-
sured mortgage under this paragraph, in ac-
cordance with and subject to regulations
(modifying such provisions to the extent nec-
essary to render their application for such
purposes appropriate and effective) which
shall be prescribed by the Secretary, except
that as applied to mortgages so acquired (A)
all references in section 1710 of this title to
the Mutual Mortgage Insurance Fund or the
Fund shall be construed to refer to the Gen-
eral Insurance Fund, and (B) all references in
section 1710 of this title to section 1709 of this
title shall be construed to refer to this sec-
tion. If the insurance is paid in cash, there
shall be added to such payment an amount
equivalent to the interest which the deben-
tures would have earned, computed to a date
to be established pursuant to regulations is-
sued by the Secretary.

(4)(A) in the event any mortgage insured
under this section pursuant to a commitment
to insure entered into before November 30,
1983, is not in default at the expiration of
twenty years from the date the mortgage was
endorsed for insurance, the mortgagee shall,
within a period thereafter to be determined by
the Secretary, have the option to assign,
transfer, and deliver to the Secretary the
original credit instrument and the mortgage
securing the same and receive the benefits of
the insurance as hereinafter provided in this
paragraph, upon compliance with such re-
quirements and conditions as to the validity
of the mortgage as a first lien and such other
matters as may be prescribed by the Secretary
at the time the loan is endorsed for insurance.
Upon such assignment, transfer, and delivery
the obligation of the mortgagee to pay the
premium charges for insurance shall cease,
and the Secretary shall issue to the mortgagee
debentures having a par value equal to the
amount of the original principal obligation of
the mortgage which was unpaid on the date of
the assignment, plus accrued interest to such
date. Debentures issued pursuant to this para-
graph shall be issued in the same manner and
subject to the same terms and conditions as
debentures issued under paragraph (1) of this
subsection, except that the debentures issued
pursuant to this paragraph shall be dated as of
the date the mortgage is assigned to the Sec-
retary, shall mature ten years after such date,
shall bear interest from such date at the going
Federal rate determined at the time of issu-
ance. The term ‘‘going Federal rate’’ as used
herein means the annual rate of interest which
the Secretary of the Treasury shall specify as
applicable to the six-month period (consisting
of January through June or July through De-
cember) which includes the issuance date of
such debentures, which applicable rate for
each such six-month period shall be deter-
mined by the Secretary of the Treasury by es-
timating the average yield to maturity, on the
basis of daily closing market bid quotations or
prices during the month of May or the month
of November, as the case may be, next preced-
ing such six-month period, on all outstanding
marketable obligations of the United States
having a maturity date of eight to twelve
years from the first day of such month of May
or November (or, if no such obligations are
outstanding, the obligation next shorter than
eight years and the obligation next longer
than twelve years, respectively, shall be used),
and by adjusting such estimated average an-
nual yield to the nearest one-eight of 1 per
centum. The Secretary shall have the same
authority with respect to mortgages assigned
to him under this paragraph as contained in
sections 1713(k) and 1713(l) of this title as to
mortgages insured by the Secretary and as-
signed to him under section 1713 of this title.

(B) In processing a claim for insurance bene-
fits under this paragraph, the Secretary may
direct the mortgagee to assign, transfer, and
deliver the original credit instrument and the
mortgage securing it directly to the Govern-
ment National Mortgage Association in lieu of
assigning, transferring, and delivering the
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credit instrument and the mortgage to the
Secretary. Upon the assignment, transfer, and
delivery of the credit instrument and the
mortgage to the Association, the mortgage in-
surance contract shall terminate and the
mortgagee shall receive insurance benefits as
provided in subparagraph (A). The Association
is authorized to accept such loan documents in
its own name and to hold, service, and sell
such loans as agent for the Secretary. The
mortgagor’s obligation to pay a service charge
in lieu of a mortgage insurance premium shall
continue as long as the mortgage is held by
the Association or by the Secretary. The Sec-
retary shall have the same authority with re-
spect to mortgages assigned to the Secretary
or the Association under this subparagraph as
provided by section 1715n(c) of this title.

(C)(i) In lieu of accepting assignment of the
original credit instrument and the mortgage
securing the credit instrument under subpara-
graph (A) in exchange for receipt of deben-
tures, the Secretary shall arrange for the sale
of the beneficial interests in the mortgage
loan through an auction and sale of the (I)
mortgage loans, or (II) participation certifi-
cates, or other mortgage-backed obligations in
a form acceptable to the Secretary (in this
subparagraph referred to as ‘‘participation
certificates’’). The Secretary shall arrange the
auction and sale at a price, to be paid to the
mortgagee, of par plus accrued interest to the
date of sale. The sale price shall also include
the right to a subsidy payment described in
clause (iii).

(ii)(I) The Secretary shall conduct a public
auction to determine the lowest interest rate
necessary to accomplish a sale of the bene-
ficial interests in the original credit instru-
ment and mortgage securing the credit instru-
ment.

(II) A mortgagee who elects to assign a
mortgage shall provide the Secretary and per-
sons bidding at the auction a description of
the characteristics of the original credit in-
strument and mortgage securing the original
credit instrument, which shall include the
principal mortgage balance, original stated in-
terest rate, service fees, real estate and tenant
characteristics, the level and duration of ap-
plicable Federal subsidies, and any other in-
formation determined by the Secretary to be
appropriate. The Secretary shall also provide
information regarding the status of the prop-
erty with respect to the provisions of the
Emergency Low Income Housing Preservation
Act of 1987 or any subsequent Act with respect
to eligibility to prepay the mortgage, a state-
ment of whether the owner has filed a notice
of intent to prepay or a plan of action under
the Emergency Low Income Housing Preserva-
tion Act of 1987 or any subsequent Act, and the
details with respect to incentives provided
under the Emergency Low Income Housing
Preservation Act of 1987 or any subsequent Act
in lieu of exercising prepayment rights.

(III) The Secretary shall, upon receipt of the
information in subclause (II), promptly adver-
tise for an auction and publish such mortgage
descriptions in advance of the auction. The
Secretary may conduct the auction at any

time during the 6-month period beginning
upon receipt of the information in subclause
(II) but under no circumstances may the Sec-
retary conduct an auction before 2 months
after receiving the mortgagee’s written notice
of intent to assign its mortgage to the Sec-
retary.

(IV) In any auction under this subparagraph,
the Secretary shall accept the lowest interest
rate bid for purchase that the Secretary deter-
mines to be acceptable. The Secretary shall
cause the accepted bid to be published in the
Federal Register. Settlement for the sale of
the credit instrument and the mortgage secur-
ing the credit instrument shall occur not later
than 30 business days after the date winning
bidders are selected in the auction, unless the
Secretary determines that extraordinary cir-
cumstances require an extension (not to ex-
ceed 60 days) of the period.

(V) If no bids are received, the bids that are
received are not acceptable to the Secretary,
or settlement does not occur within the period
under subclause (IV), the mortgagee shall re-
tain all rights (including the right to interest,
at a rate to be determined by the Secretary,
for the period covering any actions taken
under this subparagraph) under this section to
assign the mortgage loan to the Secretary.

(iii) As part of the auction process, the Sec-
retary shall agree to provide a monthly inter-
est subsidy payment from the General Insur-
ance Fund to the purchaser under the auction
of the original credit instrument or the mort-
gage securing the credit instrument (and any
subsequent holders or assigns who are ap-
proved mortgagees). The subsidy payment
shall be paid on the first day of each month in
an amount equal to the difference between the
stated interest due on the mortgage loan and
the lowest interest rate necessary to accom-
plish a sale of the mortgage loan or participa-
tion certificates (less the servicing fee, if ap-
propriate) for the then unpaid principal bal-
ance plus accrued interest at a rate deter-
mined by the Secretary. Each interest subsidy
payment shall be treated by the holder of the
mortgage as interest paid on the mortgage.
The interest subsidy payment shall be pro-
vided until the earlier of—

(I) the maturity date of the loan;
(II) prepayment of the mortgage loan in

accordance with the Emergency Low Income
Housing Preservation Act of 1987 or any sub-
sequent Act, where applicable; or

(III) default and full payment of insurance
benefits on the mortgage loan by the Fed-
eral Housing Administration.

(iv) The Secretary shall require that the
mortgage loans or participation certificates
presented for assignment are auctioned as
whole loans with servicing rights released and
also are auctioned with servicing rights re-
tained by the current servicer.

(v) To the extent practicable, the Secretary
shall encourage State housing finance agen-
cies, nonprofit organizations, and organiza-
tions representing the tenants of the property
securing the mortgage, or a qualified mortga-
gee participating in a plan of action under the
Emergency Low Income Housing Preservation
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Act of 1987 or subsequent Act to participate in
the auction.

(vi) The Secretary shall implement the re-
quirements imposed by this subparagraph
within 30 days from November 5, 1990, and not
be subject to the requirement of prior issuance
of regulations in the Federal Register. The
Secretary shall issue regulations implement-
ing this section within 6 months of November
5, 1990.

(vii) Nothing in this subparagraph shall di-
minish or impair the low income use restric-
tions applicable to the project under the origi-
nal regulatory agreement or the revised agree-
ment entered into pursuant to the Emergency
Low Income Housing Preservation Act of 1987
or subsequent Act, if any, or other agreements
for the provision of Federal assistance to the
housing or its tenants.

(viii) This subparagraph shall not apply
after December 31, 2002, except that this sub-
paragraph shall continue to apply if the Sec-
retary receives a mortgagee’s written notice
of intent to assign its mortgage to the Sec-
retary on or before such date. Not later than
January 31 of each year (beginning in 1992),
the Secretary shall submit to the Congress a
report including statements of the number of
mortgages auctioned and sold and their value,
the amount of subsidies committed to the pro-
gram under this subparagraph, the ability of
the Secretary to coordinate the program with
the incentives provided under the Emergency
Low Income Housing Preservation Act of 1987
or subsequent Act, and the costs and benefits
derived from the program for the Federal Gov-
ernment.

(ix) The authority of the Secretary to con-
duct multifamily auctions under this para-
graph shall be effective for any fiscal year
only to the extent and in such amounts as are
approved in appropriations Acts for the costs
of loan guarantees (as defined in section 661a
of title 2), including the cost of modifying
loans.

(h) Insurance of mortgages to finance purchase
and rehabilitation by nonprofit organiza-
tions of housing for resale to low-income pur-
chasers, and insurance of mortgages exe-
cuted for the purpose of financing rehabilita-
tion or improvement of dwellings owned and
occupied by mortgagors who purchased from
nonprofit organizations

(1) In addition to mortgages insured under the
other provisions of this section, the Secretary is
authorized, upon application by the mortgagee,
to insure under this subsection as hereinafter
provided any mortgage (including advances
under such mortgage during rehabilitation)
which is executed by a nonprofit organization to
finance the purchase and rehabilitation of dete-
riorating or substandard housing for subsequent
resale to low-income home purchasers and, upon
such terms and conditions as the Secretary may
prescribe, to make commitments for the insur-
ance of such mortgages prior to the date of their
execution or disbursement thereon.

(2) To be eligible for insurance under para-
graph (1) of this subsection, a mortgage shall—

(A) be executed by a private nonprofit cor-
poration or association, approved by the Sec-

retary, for financing the purchase and reha-
bilitation (with the intention of subsequent
resale) of property comprising one or more
tracts or parcels, whether or not contiguous,
upon which there is located deteriorating or
substandard housing consisting of (i) four or
more single-family dwellings of detached,
semidetached, or row construction, or (ii) four
or more one-family units in a structure or
structures for which a plan of family unit own-
ership approved by the Secretary is estab-
lished;

(B) be secured by the property which is to be
purchased and rehabilitated with the proceeds
thereof;

(C) be in a principal amount not exceeding
the appraised value of the property at the
time of its purchase under the mortgage plus
the estimated cost of the rehabilitation;

(D) bear interest (exclusive of premium
charges for insurance and service charge, if
any) at the rate in effect under the proviso in
subsection (d)(5) of this section at the time of
execution;

(E) provide for complete amortization (sub-
ject to paragraph (5)(E)) by periodic payments
within such term as the Secretary may pre-
scribe; and

(F) provide for the release of individual sin-
gle-family dwellings from the lien of the mort-
gage upon the sale of the rehabilitated dwell-
ings in accordance with paragraph (5).

(3) No mortgage shall be insured under para-
graph (1) unless the mortgagor shall have dem-
onstrated to the satisfaction of the Secretary
that (A) the property to be rehabilitated is lo-
cated in a neighborhood which is sufficiently
stable and contains sufficient public facilities
and amenities to support long-term values, or
(B) the rehabilitation to be carried out by the
mortgagor plus its related activities and the ac-
tivities of other owners of housing in the neigh-
borhood, together with actions to be taken by
public authorities, will be of such scope and
quality as to give reasonable promise that a sta-
ble environment will be created in the neighbor-
hood.

(4) The aggregate principal balance of all
mortgages insured under paragraph (1) and out-
standing at any one time shall not exceed
$50,000,000.

(5)(A) No mortgage shall be insured under
paragraph (1) unless the mortgagor enters into
an agreement (in form and substance satisfac-
tory to the Secretary) that it will offer to sell
the dwellings involved, upon completion of their
rehabilitation, to individuals or families (here-
inafter referred to as ‘‘low-income purchasers’’)
determined by the Secretary to have incomes
below the maximum amount specified (with re-
spect to the area involved) in section 1701s(c)(1)
of this title.

(B) The Secretary is authorized to insure
under this paragraph mortgages executed to fi-
nance the sale of individual dwellings to low-in-
come purchasers as provided in subparagraph
(A). Any such mortgage shall—

(i) be in a principal amount equal to that
portion of the unpaid balance of the principal
mortgage covering the property (insured under
paragraph (1)) which is allocable to the indi-
vidual dwelling involved; and
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(ii) bear interest at the same rate as the
principal mortgage or such lower rate, not less
than 1 per centum, as the Secretary may pre-
scribe if in his judgment the purchaser’s in-
come is sufficiently low to justify the lower
rate, and provide for complete amortization
within a term equal to the remaining term
(determined without regard to subparagraph
(E)) of such principal mortgage: Provided,
That, if the rate of interest initially pre-
scribed is less than the rate borne by the prin-
cipal mortgage and the purchaser’s income (as
determined on the basis of periodic review)
subsequently rises, the rate of interest so pre-
scribed shall be increased (but not above the
rate borne by such principal mortgage), under
regulations of the Secretary, to the extent ap-
propriate to reflect the increase in such in-
come, and the mortgage shall so provide.

(C) The price for which any individual dwell-
ing is sold to a low-income purchaser under this
paragraph shall be the amount of the mortgage
covering the sale as determined under subpara-
graph (B), except that the purchaser shall in ad-
dition thereto be required to pay on account of
the property at the time of purchase such
amount (which shall not be less than $200, but
which may be applied in whole or in part toward
closing costs) as the Secretary may determine
to be reasonable and appropriate in the circum-
stances.

(D) Upon the sale under this paragraph of any
individual dwelling, such dwelling shall be re-
leased from the lien of the principal mortgage,
and such mortgage shall thereupon be replaced
by an individual mortgage insured under this
paragraph to the extent of the portion of its un-
paid balance which is allocable to the dwelling
covered by such individual mortgage. Until all
of the individual dwellings in the property cov-
ered by the principal mortgage have been sold,
the mortgagor shall hold and operate the dwell-
ings remaining unsold at any given time as
though they constituted rental units in a
project covered by a mortgage which is insured
under subsection (d)(3) (and which receives the
benefits of the interest rate provided for in the
proviso in subsection (d)(5) of this section).

(E) Upon the sale under this paragraph of all
of the individual dwellings in the property cov-
ered by the principal mortgage, and the release
of all individual dwellings from the lien of the
principal mortgage, the insurance of the prin-
cipal mortgage shall be terminated and no ad-
justed premium charge shall be charged by the
Secretary upon such termination.

(F) Any mortgage insured under this para-
graph shall contain a provision that if the low-
income mortgagor does not continue to occupy
the property the interest rate shall increase to
the highest rate permissible under this section
and the regulations of the Secretary effective at
the time of commitment for insurance of the
principal mortgage; except that the increase in
interest rate shall not be applicable if the prop-
erty is sold and the purchaser is (i) the nonprofit
organization which executed the principal mort-
gage, (ii) a public housing agency having juris-
diction under the United States Housing Act of
1937 [42 U.S.C. 1437 et seq.] over the area where
the dwelling is located, or (iii) a low-income

purchaser approved for the purposes of this
paragraph by the Secretary.

(6) In addition to the mortgages that may be
insured under paragraphs (1) and (5), the Sec-
retary is authorized to insure under this sub-
section at any time within one year after Au-
gust 1, 1968, upon such terms and conditions as
he may prescribe, mortgages which are executed
by individuals or families that meet the income
criteria prescribed in paragraph (5)(A) and are
executed for the purpose of financing the reha-
bilitation or improvement of single-family
dwellings of detached, semidetached, or row con-
struction that are owned in each instance by a
mortgagor who has purchased the dwelling from
a nonprofit organization of the type described in
this subsection. To be eligible for such insur-
ance, a mortgage shall—

(A) be in a principal amount not exceeding
the lesser of $18,000 or the sum of the esti-
mated cost of repair and rehabilitation and
the Secretary’s estimate of the value of the
property before repair and rehabilitation, ex-
cept that in no case involving refinancing
shall such mortgage exceed such estimated
cost of repair and rehabilitation and the
amount (as determined by the Secretary) re-
quired to refinance existing indebtedness se-
cured by the property;

(B) bear interest (exclusive of premium
charges for insurance and service charge, if
any) at 3 per centum per annum or such lower
rate, not less than 1 per centum, as the Sec-
retary may prescribe if in his judgment the
mortgagor’s income is sufficiently low to jus-
tify the lower rate: Provided, That, if the rate
of interest initially prescribed is less than 3
per centum per annum and the mortgagor’s in-
come (as determined on the basis of periodic
review) subsequently rises, the rate shall be
increased (but not above 3 per centum), under
regulations of the Secretary, to the extent ap-
propriate to reflect the increase in such in-
come, and the mortgage shall so provide;

(C) involve a mortgagor that shall have paid
on account of the property at the time of the
rehabilitation such amount (which shall not
be less than $200 in cash or its equivalent, but
which may be applied in whole or in part to-
ward closing costs) as the Secretary may de-
termine to be reasonable and appropriate
under the circumstances; and

(D) contain a provision that, if the low-in-
come mortgagor does not continue to occupy
the property, the interest rate shall increase
to the highest rate permissible under this sec-
tion and the regulations of the Secretary ef-
fective at the time the commitment was is-
sued for insurance of the mortgage; except
that the increase in interest rate shall not be
applicable if the property is sold and the pur-
chaser is (i) a nonprofit organization which
has been engaged in purchasing and rehabili-
tating deteriorating and substandard housing
with financing under a mortgage insured
under paragraph (1) of this subsection, (ii) a
public housing agency having jurisdiction
under the United States Housing Act of 1937
[42 U.S.C. 1437 et seq.] over the area where the
dwelling is located, or (iii) a low-income pur-
chaser approved for the purposes of this para-
graph by the Secretary.
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(7) Where the Secretary has approved a plan of
family unit ownership, the terms ‘‘single-family
dwelling’’, ‘‘single-family dwellings’’, ‘‘individ-
ual dwelling’’, and ‘‘individual dwellings’’ shall
mean a family unit or family units, together
with the undivided interest (or interests) in the
common areas and facilities.

(8) For purposes of this subsection, the terms
‘‘single-family dwelling’’ and ‘‘single-family
dwellings’’ (except for purposes of paragraph (7))
shall include a two-family dwelling which has
been approved by the Secretary.
(i) Conversion of insured project to plan of fam-

ily unit ownership; sale of units; agreements
for maintenance; release from lien of project
mortgage; insurance of mortgages financing
purchase of individual family units; eligi-
bility for insurance; definitions

(1) The Secretary is authorized, with respect
to any project involving a mortgage insured
under subsection (d)(3) of this section which
bears interest at the below-market interest rate
prescribed in the proviso of subsection (d)(5) of
this section, to permit a conversion of the own-
ership of such project to a plan of family unit
ownership. Under such plan, each family unit
shall be eligible for individual ownership and
provision shall be included for the sale of the
family units, together with an undivided inter-
est in the common areas and facilities which
serve the project, to low or moderate income
purchasers. The Secretary shall obtain such
agreements as he determines to be necessary to
assure continued maintenance of the common
areas and facilities. Upon such sale, the family
unit and the undivided interest in the common
areas shall be released from the lien of the proj-
ect mortgage.

(2)(A) The Secretary is authorized, upon appli-
cation by the mortgagee, to insure under this
subsection mortgages financing the purchase of
individual family units under the plan pre-
scribed in paragraph (1). Commitments may be
issued by the Secretary for the insurance of such
mortgages prior to the date of their execution or
disbursement thereon, upon such terms and con-
ditions as the Secretary may prescribe. To be el-
igible for such insurance, the mortgage shall—

(i) be executed by a mortgagor having an in-
come within the limits prescribed by the Sec-
retary for occupants of projects financed with
a mortgage insured under subsection (d)(3) of
this section which bears interest at the below-
market rate prescribed in the proviso of sub-
section (d)(5) of this section;

(ii) involve a principal obligation (including
such initial service charges, and such ap-
praisal, inspection, and other fees, as the Sec-
retary shall approve) in an amount not to ex-
ceed the Secretary’s estimate of the appraised
value of the family unit, including the mort-
gagor’s interest in the common areas and fa-
cilities, as of the date the mortgage is accept-
ed for insurance;

(iii) bear interest at a rate determined by
the Secretary (which may vary in accordance
with the regulations of the Secretary promul-
gated pursuant to the last sentence of para-
graph (4) of this subsection) but not less than
the below-market rate in effect under the pro-

viso of subsection (d)(5) of this section at the
date of the commitment for insurance; and

(iv) provide for complete amortization by
periodic payments within such term as the
Secretary may prescribe, but not to exceed
forty years from the beginning of amortiza-
tion of the mortgage.

(B) The price for which the individual family
unit is sold to the low or moderate income pur-
chaser shall not exceed the appraised value of
the property, as determined under subparagraph
(A)(ii), except that the purchaser shall be re-
quired to pay on account of the property at the
time of purchase at least such amount, in cash
or its equivalent (which shall be not less than 3
per centum of such price, but which may be ap-
plied in whole or in part toward closing costs),
as the Secretary may determine to be reason-
able and appropriate.

(3) Upon the sale of all of the family units cov-
ered by the project mortgage, and the release of
all of the family units (including the undivided
interest allocable to each unit in the common
areas and facilities) from the lien of the project
mortgage, the insurance of the project mortgage
shall be terminated and no adjusted premium
charge shall be collected by the Secretary upon
such termination.

(4) Any mortgage covering an individual fam-
ily unit insured under this subsection shall con-
tain a provision that, if the original mortgagor
does not continue to occupy the property, the
interest rate shall increase to the highest rate
permissible under this section and the regula-
tions of the Secretary effective at the time the
commitment was issued for the insurance of the
project mortgage; except that the requirement
for an increase in interest rate shall not be ap-
plicable if the property is sold and the purchaser
is (i) a nonprofit purchaser approved by the Sec-
retary, or (ii) a low or moderate income pur-
chaser who has an income within the limits pre-
scribed by the Secretary for occupants of
projects financed with a mortgage insured under
subsection (d)(3) of this section which bears in-
terest at the below-market rate prescribed in
the proviso of subsection (d)(5) of this section.
The mortgage shall also contain a provision
that, if the Secretary determines that the an-
nual income of the original mortgagor (or a pur-
chaser described in clause (ii) of the preceding
sentence) has increased to an amount enabling
payment of a greater rate of interest, the inter-
est rate of the individual mortgage may be in-
creased up to the highest rate permissible under
the regulations of the Secretary for mortgages
insured under this section, effective at the time
the commitment was issued for the insurance of
the mortgage.

(5) For the purpose of this section—
(i) the term ‘‘mortgage’’, when used in rela-

tion to a mortgage insured under paragraph (2)
of this subsection, includes a first mortgage
given to secure the unpaid purchase price of a
fee interest in, or a long-term lease-hold inter-
est in, a one-family unit in a multifamily
project and an undivided interest in the com-
mon areas and facilities which serve the
project; and

(ii) the term ‘‘common areas and facilities’’
includes the land and such commercial, com-
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3 See References in Text note below.

munity, and other facilities as are approved by
the Secretary.

(j) Conversion of insured rental projects to co-
operatives; eligibility for membership; insur-
ance of cooperative mortgages financing pur-
chase of projects; eligibility for insurance

(1) The Secretary is authorized, with respect
to any rental project involving a mortgage in-
sured under subsection (d)(3) of this section
which bears interest at the below-market inter-
est rate prescribed in the proviso of subsection
(d)(5) of this section, to permit a conversion of
the ownership of such project to a cooperative
approved by the Secretary. Membership in such
cooperative shall be made available only to
those families having an income within the lim-
its prescribed by the Secretary for occupants of
projects financed with a mortgage insured under
subsection (d)(3) of this section, which bears in-
terest at such below-market rate: Provided, That
families residing in the rental project at the
time of its conversion to a cooperative who do
not meet such income limits may be permitted
to become members in the cooperative under
such special terms and conditions as the Sec-
retary may prescribe.

(2) The Secretary is authorized, upon applica-
tion by the mortgagee, to insure under this sub-
section cooperative mortgages financing the
purchase of projects meeting the requirements
of paragraph (1). Commitments may be issued by
the Secretary for the insurance of such mort-
gages prior to the date of their execution or dis-
bursement thereon, upon such terms and condi-
tions as the Secretary may prescribe. To be eli-
gible for such insurance, the mortgage shall—

(i) involve a principal obligation (including
such initial service charges and appraisal, in-
spection, and other fees as the Secretary shall
approve) in an amount not exceeding the ap-
praised value of the property for continued use
as a cooperative, which value shall be based
upon a mortgage amount on which the debt
service can be met from the income of the
property when operated on a nonprofit basis,
after the payment of all operating expenses,
taxes, and required reserves;

(ii) bear interest at the below-market rate
prescribed in the proviso of subsection (d)(5) of
this section; and

(iii) provide for complete amortization with-
in such term as the Secretary may prescribe.

(k) Increase in maximum insurance amounts for
costs incurred from solar energy systems and
energy conservation measures

With respect to any project insured under sub-
section (d)(3) or (d)(4) of this section, the Sec-
retary may further increase the dollar amount
limitations which would otherwise apply for the
purpose of those subsections by up to 20 per cen-
tum if such increase is necessary to account for
the increased cost of the project due to the in-
stallation therein of a solar energy system (as
defined in subparagraph (3) of the last paragraph
of section 1703(a) of this title) or residential en-
ergy conservation measures (as defined in sec-
tion 8211(11)(A) through (G) and (I) of title 42) 3

in cases where the Secretary determines that

such measures are in addition to those required
under the minimum property standards and will
be cost-effective over the life of the measure.
(l) Rental charges; ��eligible multifamily housing��

defined
(1) Notwithstanding any other provision of

law, tenants residing in eligible multifamily
housing whose incomes exceed 80 percent of area
median income shall pay as rent not more than
the lower of the following amounts: (A) 30 per-
cent of the family’s adjusted monthly income;
or (B) the relevant fair market rental estab-
lished under section 8(b) of the United States
Housing Act of 1937 [42 U.S.C. 1437f(b)] for the ju-
risdiction in which the housing is located. An
owner shall phase in any increase in rents for
current tenants resulting from this subsection.

(2) For purposes of this subsection, the term
‘‘eligible multifamily housing’’ means any hous-
ing financed by a loan or mortgage that is (A)
insured or held by the Secretary under sub-
section (d)(3) of this section and assisted under
section 1701s of this title or section 8 of the
United States Housing Act of 1937 [42 U.S.C.
1437f]; or (B) insured or held by the Secretary
and bears interest at a rate determined under
the proviso of subsection (d)(5) of this section.

(June 27, 1934, ch. 847, title II, § 221, as added
Aug. 2, 1954, ch. 649, title I, § 123, 68 Stat. 599;
amended Aug. 11, 1955, ch. 783, title I, § 102(c), (j),
69 Stat. 635; Aug. 7, 1956, ch. 1029, title I, § 108,
title III, § 307(c), 70 Stat. 1094, 1102; Pub. L.
85–104, title I, § 112, July 12, 1957, 71 Stat. 297;
Pub. L. 86–372, title I, §§ 110(a)(1), (2), (b)–(e),
116(b), Sept. 23, 1959, 73 Stat. 658–661, 664; Pub. L.
87–70, title I, § 101(a), June 30, 1961, 75 Stat. 149;
Pub. L. 88–54, June 29, 1963, 77 Stat. 73; Pub. L.
88–560, title I, §§ 105(c)(2), 107(d), 114, title II,
§§ 202, 203(b), Sept. 2, 1964, 78 Stat. 772, 775, 778,
783, 784; Pub. L. 89–117, title I, § 102(a), (b), title
II, § 207(d), title XI, § 1108(i), Aug. 10, 1965, 79
Stat. 454, 467, 505; Pub. L. 89–754, title III,
§§ 307–310(c), Nov. 3, 1966, 80 Stat. 1268–1270; Pub.
L. 89–769, § 4, Nov. 6, 1966, 80 Stat. 1317; Pub. L.
90–19, § 1(a)(3), (4), May 25, 1967, 81 Stat. 17; Pub.
L. 90–448, title I, §§ 101(b), (c), 105, title III, §§ 305,
306, 311(b), 316, Aug. 1, 1968, 82 Stat. 483, 488, 508,
510, 512; Pub. L. 91–78, § 2(c), Sept. 30, 1969, 83
Stat. 125; Pub. L. 91–152, title I, §§ 101(c), 113(e),
Dec. 24, 1969, 83 Stat. 379, 384; Pub. L. 91–432,
§ 1(c), Oct. 2, 1970, 84 Stat. 887; Pub. L. 91–473,
§ 1(c), Oct. 21, 1970, 84 Stat. 1064; Pub. L. 91–525,
§ 1(c), Dec. 1, 1970, 84 Stat. 1384; Pub. L. 91–606,
title III, § 301(d), Dec. 31, 1970, 84 Stat. 1758; Pub.
L. 91–609, title I, §§ 101(c), 114(a), 114[115](a), Dec.
31, 1970, 84 Stat. 1770, 1773; Pub. L. 92–503, § 1(c),
Oct. 18, 1972, 86 Stat. 906; Pub. L. 93–85, § 1(c),
Aug. 10, 1973, 87 Stat. 220; Pub. L. 93–117, § 1(c),
Oct. 2, 1973, 87 Stat. 421; Pub. L. 93–288, title VII,
§ 702(d), formerly title VI, § 602(d), May 22, 1974,
88 Stat. 163, renumbered title VII, § 702(d), Pub.
L. 103–337, div. C, title XXXIV, § 3411(a)(1), (2),
Oct. 5, 1994, 108 Stat. 3100; Pub. L. 93–383, title
III, §§ 302(c), 303(d), (e), 304(e), 316(c), 319(a), Aug.
22, 1974, 88 Stat. 676–678, 685, 686; Pub. L. 94–173,
§§ 3, 4(a), Dec. 23, 1975, 89 Stat. 1027; Pub. L.
94–375, §§ 3(d), 8(a), (b)(4), (5), Aug. 3, 1976, 90 Stat.
1069, 1071, 1072; Pub. L. 95–24, title I, § 106, Apr. 30,
1977, 91 Stat. 56; Pub. L. 95–60, § 1(c), June 30,
1977, 91 Stat. 257; Pub. L. 95–80, § 1(c), July 31,
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1977, 91 Stat. 339; Pub. L. 95–128, title III,
§§ 301(c), 303(c), Oct. 12, 1977, 91 Stat. 1131, 1132;
Pub. L. 95–406, § 1(c), Sept. 30, 1978, 92 Stat. 879;
Pub. L. 95–557, title III, §§ 301(c), 325, Oct. 31, 1978,
92 Stat. 2096, 2104; Pub. L. 96–71, § 1(c), Sept. 28,
1979, 93 Stat. 501; Pub. L. 96–105, § 1(c), Nov. 8,
1979, 93 Stat. 794; Pub. L. 96–153, title III,
§§ 301(c), 314, Dec. 21, 1979, 93 Stat. 1111, 1117; Pub.
L. 96–372, § 1(c), Oct. 3, 1980, 94 Stat. 1363; Pub. L.
96–399, title III, §§ 301(c), 310(d), 333(c), (d), Oct. 8,
1980, 94 Stat. 1638, 1642, 1653; Pub. L. 97–35, title
III, §§ 331(c), 339B(a), Aug. 13, 1981, 95 Stat. 412,
417; Pub. L. 97–253, title II, § 201(d), Sept. 8, 1982,
96 Stat. 789; Pub. L. 97–289, § 1(c), Oct. 6, 1982, 96
Stat. 1230; Pub. L. 97–377, title I, § 101(g), Dec. 21,
1982, 96 Stat. 1908; Pub. L. 98–35, § 1(c), May 26,
1983, 97 Stat. 197; Pub. L. 98–109, § 1(c), Oct. 1,
1983, 97 Stat. 745; Pub. L. 98–181, title IV, §§ 401(c),
404(b)(8), 408, 409, 423(b)(3), 432(b), (c), 446(d), Nov.
30, 1983, 97 Stat. 1207, 1209, 1211, 1217, 1220, 1228;
Pub. L. 98–479, title II, § 204(a)(6), Oct. 17, 1984, 98
Stat. 2232; Pub. L. 99–120, § 1(c), Oct. 8, 1985, 99
Stat. 502; Pub. L. 99–156, § 1(c), Nov. 15, 1985, 99
Stat. 815; Pub. L. 99–219, § 1(c), Dec. 26, 1985, 99
Stat. 1730; Pub. L. 99–267, § 1(c), Mar. 27, 1986, 100
Stat. 73; Pub. L. 99–272, title III, § 3007(c), Apr. 7,
1986, 100 Stat. 104; Pub. L. 99–289, § 1(b), May 2,
1986, 100 Stat. 412; Pub. L. 99–345, § 1, June 24,
1986, 100 Stat. 673; Pub. L. 99–430, Sept. 30, 1986,
100 Stat. 986; Pub. L. 100–122, § 1, Sept. 30, 1987,
101 Stat. 793; Pub. L. 100–154, Nov. 5, 1987, 101
Stat. 890; Pub. L. 100–170, Nov. 17, 1987, 101 Stat.
914; Pub. L. 100–179, Dec. 3, 1987, 101 Stat. 1018;
Pub. L. 100–200, Dec. 21, 1987, 101 Stat. 1327; Pub.
L. 100–242, title IV, §§ 401(a)(2), 406(b)(10)–(13),
426(d), (e), (h), Feb. 5, 1988, 101 Stat. 1898, 1901,
1916; Pub. L. 100–707, title I, § 109(e)(3), Nov. 23,
1988, 102 Stat. 4708; Pub. L. 101–508, title II, § 2201,
Nov. 5, 1990, 104 Stat. 1388–21; Pub. L. 101–625,
title VI, §§ 611(b)(2), 612(b), Nov. 28, 1990, 104 Stat.
4278, 4279; Pub. L. 102–550, title V, §§ 509(d), (e),
516(d), title X, § 1012(l), Oct. 28, 1992, 106 Stat.
3783, 3791, 3907; Pub. L. 104–134, title I, § 101(e)
[title II, § 219], Apr. 26, 1996, 110 Stat. 1321–257,
1321–290; renumbered title I, Pub. L. 104–140,
§ 1(a), May 2, 1996, 110 Stat. 1327; Pub. L. 105–276,
title II, § 222, Oct. 21, 1998, 112 Stat. 2489; Pub. L.
106–377, § 1(a)(1) [title II, § 209(b)], Oct. 27, 2000, 114
Stat. 1441, 1441A–25; Pub. L. 107–73, title II,
§ 213(d), (e), Nov. 26, 2001, 115 Stat. 676, 677; Pub.
L. 107–326, § 5(b)(4), (5), Dec. 4, 2002, 116 Stat.
2795.)

REFERENCES IN TEXT

The General Insurance Fund, referred to in text, was
established by section 1735c of this title.

Section 1720 of this title, referred to in subsec.
(d)(3)(ii)(II), (4)(ii)(II) was repealed by Pub. L. 98–181,
title IV, § 483(a), Nov. 30, 1983, 97 Stat. 1240.

The United States Housing Act of 1937, and ‘‘such
act’’, referred to in subsecs. (d)(3), (h)(5)(F), (6)(D), is
act Sept. 1, 1937, ch. 896, as revised generally by Pub. L.
93–383, title II, § 201(a), Aug. 22, 1974, 88 Stat. 653, which
is classified generally to chapter 8 (§ 1437 et seq.) of
Title 42, The Public Health and Welfare. For complete
classification of this Act to the Code, see Short Title
note set out under section 1437 of Title 42 and Tables.

Section 110 of the Housing Act of 1949 [42 U.S.C. 1460],
referred to in subsec. (d)(3)(iii), was omitted from the
Code pursuant to section 5316 of Title 42, which termi-
nated authority to make grants or loans under title I
of that Act [42 U.S.C. 1450 et seq.] after Jan. 1, 1975.

Section 1701q of this title, referred to in subsec. (f),
was amended generally by Pub. L. 101–625, title VIII,

§ 801(a), Nov. 28, 1990, 104 Stat. 4297, and, as so amended,
no longer contains provisions related to handicapped
persons.

The Disaster Relief and Emergency Assistance Act,
referred to in subsec. (f), is Pub. L. 93–288, May 22, 1974,
88 Stat. 143, as amended, known as the Robert T. Staf-
ford Disaster Relief and Emergency Assistance Act,
which is classified principally to chapter 68 (§ 5121 et
seq.) of Title 42, The Public Health and Welfare. For
complete classification of this Act to the Code, see
Short Title note set out under section 5121 of Title 42
and Tables.

Section 201 of the Housing and Community Develop-
ment Amendments of 1978, referred to in subsec. (f), is
section 201 of Pub. L. 95–557, title II, Oct. 31, 1978, 92
Stat. 2084, as amended, which enacted section 1715z–1a
of this title and amended section 1715z–1 of this title.

Subsection (h) of section 1710 of this title, referred to
in subsec. (g)(1), was redesignated subsec. (i) by Pub. L.
105–276, title VI, § 602(1), Oct. 21, 1998, 112 Stat. 2674.

Subsection (k) of section 1710 of this title, referred to
in subsec. (g)(1), was repealed by Pub. L. 105–276, title
VI, § 601(c), Oct. 21, 1998, 112 Stat. 2673.

The Emergency Low Income Housing Preservation
Act of 1987, referred to in subsec. (g)(4)(C), is title II of
Pub. L. 100–242, Feb. 5, 1988, 101 Stat. 1877, which, as
amended by Pub. L. 101–625, is known as the Low-In-
come Housing Preservation and Resident Homeowner-
ship Act of 1990. Subtitles A and B of title II, which
were formerly set out as a note under this section and
which amended section 1715z–6 of this title, were
amended generally by Pub. L. 101–625 and are classified
to subchapter I (§ 4101 et seq.) of chapter 42 of this title.
Subtitles C and D of title II amended section 1715z–15 of
this title and sections 1437f, 1472, 1485, and 1487 of Title
42, The Public Health and Welfare. Another subtitle C
of title II of Pub. L. 100–242, as added by Pub. L. 102–550,
is classified generally to subchapter II (§ 4141 et seq.) of
chapter 42 of this title. For complete classification of
this Act to the Code, see Short Title note set out under
section 4101 of this title and Tables.

Section 8211 of title 42, referred to in subsec. (k), was
omitted from the Code pursuant to section 8229 of Title
42, which terminated authority under that section on
June 30, 1989.

CODIFICATION

In subsec. (g)(4)(A), ‘‘November 30, 1983,’’ was sub-
stituted for ‘‘the effective date of this clause’’, meaning
the date of enactment of Pub. L. 98–181.

AMENDMENTS

2002—Subsec. (d)(3)(ii). Pub. L. 107–326, § 5(b)(4), in-
serted ‘‘(I)’’ after ‘‘(ii)’’ and substituted ‘‘; (II) the Sec-
retary may, by regulation, increase any of the dollar
amount limitations in subclause (I) (as such limita-
tions may have been adjusted in accordance with sec-
tion 1712a of this title)’’ for ‘‘; and except that the Sec-
retary may, by regulation, increase any of the fore-
going dollar amount limitations contained in this
clause’’.

Subsec. (d)(4)(ii). Pub. L. 107–326, § 5(b)(5), inserted
‘‘(I)’’ after ‘‘(ii)’’ and substituted ‘‘; (II) the Secretary
may, by regulation, increase any of the dollar limita-
tions in subclause (I) (as such limitations may have
been adjusted in accordance with section 1712a of this
title)’’ for ‘‘; and except that the Secretary may, by
regulation, increase any of the foregoing dollar amount
limitations contained in this clause’’.

2001—Subsec. (d)(3)(ii). Pub. L. 107–73, § 213(d), sub-
stituted ‘‘$42,048’’, ‘‘$48,481’’, ‘‘58,469’’, ‘‘$74,840’’, and
‘‘$83,375’’ for ‘‘$33,638’’, ‘‘$38,785’’, ‘‘$46,775’’, ‘‘$59,872’’,
and ‘‘$66,700’’, respectively, and ‘‘$44,250’’, ‘‘$50,724’’,
‘‘$61,680’’, ‘‘$79,793’’, and ‘‘$87,588’’ for ‘‘$35,400’’,
‘‘$40,579’’, ‘‘$49,344’’, ‘‘$63,834’’, and ‘‘$70,070’’, respec-
tively.

Subsec. (d)(4)(ii). Pub. L. 107–73, § 213(e), substituted
‘‘$37,843’’, ‘‘$42,954’’, ‘‘$51,920’’, ‘‘$65,169’’, and ‘‘$73,846’’
for ‘‘$30,274’’, ‘‘$34,363’’, ‘‘$41,536’’, ‘‘$52,135’’, and
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‘‘$59,077’’, respectively, and ‘‘$40,876’’, ‘‘$46,859’’,
‘‘$56,979’’, ‘‘$73,710’’, and ‘‘$80,913’’ for ‘‘$32,701’’,
‘‘$37,487’’, ‘‘$45,583’’, ‘‘$58,968’’, and ‘‘$64,730’’, respec-
tively.

2000—Subsec. (g)(4)(C)(viii). Pub. L. 106–377 inserted
‘‘, except that this subparagraph shall continue to
apply if the Secretary receives a mortgagee’s written
notice of intent to assign its mortgage to the Secretary
on or before such date’’ after ‘‘December 31, 2002’’.

1998—Subsec. (g)(4)(C)(viii). Pub. L. 105–276, § 222(1),
substituted ‘‘December 31, 2002’’ for ‘‘September 30,
1996’’ in first sentence.

Subsec. (g)(4)(C)(ix). Pub. L. 105–276, § 222(2), added cl.
(ix).

1996—Subsec. (g)(4)(C)(viii). Pub. L. 104–134 sub-
stituted ‘‘1996’’ for ‘‘1995’’ in first sentence.

1992—Subsec. (d)(3)(ii). Pub. L. 102–550, § 509(d), sub-
stituted ‘‘$33,638’’, ‘‘$38,785’’, ‘‘$46,775’’, ‘‘$59,872’’,
‘‘$66,700’’, ‘‘$35,400’’, ‘‘$40,579’’, ‘‘$49,344’’, ‘‘$63,834’’, and
‘‘$70,070’’ for ‘‘$28,032’’, ‘‘$32,321’’, ‘‘$38,979’’, ‘‘$49,893’’,
‘‘$55,583’’, ‘‘$29,500’’, ‘‘$33,816’’, ‘‘$41,120’’, ‘‘$53,195’’, and
‘‘$58,392’’, respectively.

Subsec. (d)(4)(ii). Pub. L. 102–550, § 509(e), substituted
‘‘$30,274’’, ‘‘$34,363’’, ‘‘$41,536’’, ‘‘$52,135’’, ‘‘$59,077’’,
‘‘$32,701’’, ‘‘$37,487’’, ‘‘$45,583’’, ‘‘$58,968’’, and ‘‘$64,730’’
for ‘‘$25,228’’, ‘‘$28,636’’, ‘‘$34,613’’, ‘‘$43,446’’, ‘‘$49,231’’,
‘‘$27,251’’, ‘‘$31,239’’, ‘‘$37,986’’, ‘‘$49,140’’, and ‘‘$53,942’’,
respectively.

Subsec. (d)(4)(iv). Pub. L. 102–550, § 1012(l), inserted
‘‘(including the cost of evaluating and reducing lead-
based paint hazards, as such terms are defined in sec-
tion 4851b of title 42)’’ after ‘‘cost of repair and rehabili-
tation’’.

Subsec. (g)(4)(A). Pub. L. 102–550, § 516(d), which di-
rected substitution of ‘‘issue to the mortgagee deben-
tures having a par value’’ for ‘‘, subject to the cash ad-
justment provided herein, issue to the mortgagee de-
bentures having total face value’’, was executed to text
which read ‘‘having a total face value’’ instead of ‘‘hav-
ing total face value’’, to reflect the probable intent of
Congress.

1990—Subsec. (f). Pub. L. 101–625, § 611(b)(2), added
fourth undesignated paragraph relating to authority of
Secretary in establishing rental charges for project
covered by mortgage bearing below market interest
rate prescribed in proviso to subsec. (d)(3) of this sec-
tion to include an amount that would permit return of
advances to owner.

Subsec. (g)(4)(C). Pub. L. 101–508 added subpar. (C).
Subsec. (l). Pub. L. 101–625, § 612(b), added subsec. (l).
1988—Subsec. (d)(2). Pub. L. 100–242, § 406(b)(10)(A),

substituted ‘‘residence, except that the Secretary’’ for
‘‘residence: Provided, That a mortgage secured by prop-
erty upon which there is located a dwelling designed
principally for a two-, three-, or four-family residence
shall not be insured under this section except in the
case of a dwelling for occupancy by the mortgagor: Pro-
vided further, That the Secretary’’.

Pub. L. 100–242, § 406(b)(10)(B), which directed that
par. (2) be amended by striking out ‘‘Provided, That (i)’’
and all that follows through ‘‘(1) in’’ and inserting
‘‘Provided, That (i)(1) in’’, was executed by substituting
‘‘Provided, That (i)(1) in the case of a displaced family’’
for ‘‘Provided further, That (i) if the mortgagor is the
owner and an occupant of the property at the time of
insurance, (1) in the case of a displaced family’’, to re-
flect the probable intent of Congress and the fact that
the provision being struck out began with ‘‘Provided
further’’ rather than ‘‘Provided’’.

Pub. L. 100–242, § 406(b)(10)(C), struck out ‘‘Provided
further, That nothing contained herein shall preclude
the Secretary from issuing a commitment to insure,
and insuring a mortgage pursuant thereto, where the
mortgagor is not the owner and an occupant of the
property, if the property is to be built or acquired and
repaired or rehabilitated for sale, and the insured mort-
gage financing is required to facilitate the construc-
tion, or the repair or rehabilitation, of the dwelling and
to provide financing pending the subsequent sale there-
of to a qualified owner who is also an occupant thereof,

but in such instances the mortgage shall not exceed 85
per centum of the appraised value:’’.

Pub. L. 100–242, § 406(b)(10)(D), which directed that
par. (2) be amended in last proviso by substituting
‘‘That the mortgagor shall’’ for ‘‘That, if the mortga-
gor is the owner and an occupant of the property such
mortgagor shall’’, was executed by substituting ‘‘That
the mortgagor shall’’ for ‘‘That, if the mortgagor is the
owner and an occupant of the property, such mortgagor
shall’’, to reflect the probable intent of Congress and
the fact that a comma appears before ‘‘such’’ in provi-
sions being struck out.

Subsec. (d)(3)(ii). Pub. L. 100–242, § 426(d), substituted
‘‘$28,032’’, ‘‘$38,979’’, ‘‘$49,893’’, ‘‘$55,583’’, ‘‘$29,500’’,
‘‘$33,816’’, ‘‘$41,120’’, ‘‘$53,195’’, and ‘‘$58,392’’ for
‘‘$21,563’’, ‘‘$29,984’’, ‘‘$38,379’’, ‘‘$42,756, ‘‘$22,692’’,
‘‘$26,012’’, ‘‘$31,631’’, ‘‘$40,919’’, and ‘‘$44,917’’, respec-
tively.

Pub. L. 100–242, § 426(d), which directed that cl. (ii) be
amended by substituting ‘‘$32,321’’ for ‘‘$24,862’’, was ex-
ecuted by substituting ‘‘$32,321’’ for ‘‘$24,662’’ to reflect
the probable intent of Congress.

Pub. L. 100–242, § 426(h), substituted ‘‘not to exceed 110
percent in any geographical area where the Secretary
finds that cost levels so require and by not to exceed
140 percent where the Secretary determines it nec-
essary on a project-by-project basis, but in no case may
any such increase exceed 90 percent where the Sec-
retary determines that a mortgage purchased or to be
purchased by the Government National Mortgage Asso-
ciation in implementing its special assistance func-
tions under section 1720 of this title (as such section ex-
isted immediately before November 30, 1983) is in-
volved’’ for ‘‘not to exceed 75 per centum in any geo-
graphical area where he finds that cost levels so re-
quire, except that, where the Secretary determines it
necessary on a project by project basis, the foregoing
dollar amount limitations contained in this paragraph
may be exceeded by not to exceed 90 per centum (by not
to exceed 140 per centum where the Secretary deter-
mines that a mortgage other than one purchased or to
be purchased under section 1720 of this title by the Gov-
ernment National Mortgage Association in implement-
ing its special assistance functions is involved) in such
an area’’.

Subsec. (d)(4)(ii). Pub. L. 100–242, § 426(e), (h), sub-
stituted ‘‘$25,228’’, ‘‘$28,636’’, ‘‘$34,613’’, ‘‘$43,446’’,
‘‘$49,231’’, ‘‘$27,251’’, ‘‘$31,239’’, ‘‘$37,986’’, ‘‘$49,140’’, and
‘‘$53,942’’ for ‘‘$19,406’’, ‘‘$22,028’’, ‘‘$26,625’’, ‘‘$33,420’’,
‘‘$37,870’’, ‘‘$20,962’’, ‘‘$24,030’’, ‘‘$29,220’’, ‘‘$37,800’’, and
‘‘$41,494’’, respectively, and substituted ‘‘not to exceed
110 percent in any geographical area where the Sec-
retary finds that cost levels so require and by not to
exceed 140 percent where the Secretary determines it
necessary on a project-by-project basis, but in no case
may any such increase exceed 90 percent where the Sec-
retary determines that a mortgage purchased or to be
purchased by the Government National Mortgage Asso-
ciation in implementing its special assistance func-
tions under section 1720 of this title (as such section ex-
isted immediately before November 30, 1983) is in-
volved’’ for ‘‘not to exceed 75 per centum in any geo-
graphical area where he finds that cost levels so re-
quire, except that, where the Secretary determines it
necessary on a project by project basis, the foregoing
dollar amount limitations contained in this paragraph
may be exceeded by not to exceed 90 per centum (by not
to exceed 140 per centum where the Secretary deter-
mines that a mortgage other than one purchased or to
be purchased under section 1720 of this title by the Gov-
ernment National Mortgage Association in implement-
ing its special assistance functions is involved) in such
an area’’.

Subsec. (d)(6)(ii). Pub. L. 100–242, § 406(b)(11), struck
out ‘‘is an owner-occupant of the property and’’ after
‘‘where the mortgagor’’.

Subsec. (f). Pub. L. 100–707 substituted ‘‘and Emer-
gency Assistance Act’’ for ‘‘Act of 1974’’.

Pub. L. 100–242, § 401(a)(2), struck out ‘‘No mortgage
shall be insured under this section after March 15, 1988,
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except pursuant to a commitment to insure before that
date, or except a mortgage covering property which the
Secretary finds will assist in the provision of housing
for displaced families.’’

Pub. L. 100–200 substituted ‘‘March 15, 1988’’ for ‘‘De-
cember 16, 1987’’.

Pub. L. 100–179 substituted ‘‘December 16, 1987’’ for
‘‘December 2, 1987’’.

Pub. L. 100–170 substituted ‘‘December 2, 1987’’ for
‘‘November 15, 1987’’.

Pub. L. 100–154 substituted ‘‘November 15, 1987’’ for
‘‘October 31, 1987’’.

Pub. L. 100–122 substituted ‘‘October 31, 1987’’ for
‘‘September 30, 1987’’.

Subsec. (h)(6). Pub. L. 100–242, § 406(b)(12), struck out
‘‘and occupied’’ after ‘‘or row construction that are
owned’’ in introductory provisions.

Subsec. (h)(8). Pub. L. 100–242, § 406(b)(13), struck out
‘‘if one of the units is to be occupied by the owner’’
after ‘‘approved by the Secretary’’.

1986—Subsec. (f). Pub. L. 99–430 substituted ‘‘Septem-
ber 30, 1987’’ for ‘‘September 30, 1986’’.

Pub. L. 99–345 substituted ‘‘September 30, 1986’’ for
‘‘June 6, 1986’’.

Pub. L. 99–289 substituted ‘‘June 6, 1986’’ for ‘‘April 30,
1986’’.

Pub. L. 99–272 made amendment identical to Pub. L.
99–219. See 1985 Amendment note below.

Pub. L. 99–267 substituted ‘‘April 30, 1986’’ for ‘‘March
17, 1986’’.

1985—Subsec. (f). Pub. L. 99–219 substituted ‘‘March
17, 1986’’ for ‘‘December 15, 1985’’.

Pub. L. 99–156 substituted ‘‘December 15, 1985’’ for
‘‘November 14, 1985’’.

Pub. L. 99–120 substituted ‘‘November 14, 1985’’ for
‘‘September 30, 1985’’.

1984—Subsec. (d)(3)(iii). Pub. L. 98–479 substituted
‘‘rehabilitated’’ for ‘‘rehabilited’’ before ‘‘by a local
public agency’’.

1983—Subsec. (d)(2)(A). Pub. L. 98–181, § 423(b)(3),
struck out ‘‘: Provided further, That the foregoing maxi-
mum mortgage amounts may be increased by the
amount of the mortgage insurance premium paid at the
time the mortgage is insured’’ before ‘‘; and (B)’’.

Subsec. (d)(3)(iii). Pub. L. 98–181, § 432(b), struck out
proviso that in no case involving refinancing would the
mortgage exceed the estimated cost of repair and reha-
bilitation and the amount, as determined by the Sec-
retary, required to refinance existing indebtedness se-
cured by the property or project, and substituted ‘‘Pro-
vided, That’’ for ‘‘Provided further, That’’.

Subsec. (d)(4)(iv). Pub. L. 98–181, § 432(c), struck out
proviso that in no case involving refinancing would the
mortgage exceed the estimated cost of repair and reha-
bilitation and the amount, as determined by the Sec-
retary, required to refinance existing indebtedness se-
cured by the property or project, and substituted ‘‘Pro-
vided, That’’ for ‘‘Provided further, That’’.

Subsec. (d)(5). Pub. L. 98–181, § 404(b)(8), substituted
‘‘at such rate as may be agreed upon by the mortgagor
and the mortgagee’’ for ‘‘(exclusive of premium charges
for insurance and service charge, if any) at not to ex-
ceed 5 per centum per annum on the amount of the
principal obligation outstanding at any time, or not to
exceed such per centum per annum not in excess of 6
per centum as the Secretary finds necessary to meet
the mortgage market’’.

Subsec. (d)(6). Pub. L. 98–181, § 446(d), inserted ‘‘(un-
less otherwise approved by the Secretary)’’ after ‘‘peri-
odic payments’’.

Subsec. (f). Pub. L. 98–181, § 401(c), substituted ‘‘Sep-
tember 30, 1985’’ for ‘‘November 30, 1983’’.

Pub. L. 98–109 substituted ‘‘November 30, 1983’’ for
‘‘September 30, 1983’’.

Pub. L. 98–35 substituted ‘‘September 30, 1983’’ for
‘‘May 20, 1983’’.

Subsec. (g)(4)(A). Pub. L. 98–181, §§ 408, 409, designated
existing provision as subpar. (A) and inserted ‘‘pursu-
ant to a commitment to insure entered into before No-
vember 30, 1983,’’ after ‘‘this section’’.

Subsec. (g)(4)(B). Pub. L. 98–181, § 408, added subpar.
(B).

1982—Subsec. (d)(2)(A). Pub. L. 97–253, § 201(d)(1), in-
serted provision that the foregoing maximum mortgage
amounts may be increased by the amount of the mort-
gage insurance premium paid at the time the mortgage
is insured.

Subsec. (d)(2)(B)(i)(2). Pub. L. 97–253, § 201(d)(2), (3), in-
serted ‘‘(excluding the mortgage insurance premium
paid at the time the mortgage is insured)’’ after ‘‘of its
acquisition cost’’ and struck out ‘‘mortgage insurance
premium,’’ after ‘‘hazard insurance,’’.

Subsec. (d)(3)(ii). Pub. L. 97–377 inserted ‘‘(by not to
exceed 140 per centum where the Secretary determines
that a mortgage other than one purchased or to be pur-
chased under section 1720 of this title by the Govern-
ment National Mortgage Association in implementing
its special assistance functions is involved)’’ after ‘‘90
per centum’’.

Subsec. (d)(4)(ii). Pub. L. 97–377 inserted ‘‘(by not to
exceed 140 per centum where the Secretary determines
that a mortgage other than one purchased or to be pur-
chased under section 1720 of this title by the Govern-
ment National Mortgage Association in implementing
its special assistance functions is involved)’’ after ‘‘90
per centum’’.

Subsec. (f). Pub. L. 97–289 substituted ‘‘May 20, 1983’’
for ‘‘September 30, 1982’’.

1981—Subsec. (f). Pub. L. 97–35, § 331(c), substituted
‘‘1982’’ for ‘‘1981’’.

Subsec. (k). Pub. L. 97–35, § 339B(a), inserted ‘‘there-
in’’ after ‘‘installation’’ and struck out ‘‘therein’’ after
‘‘measure’’.

1980—Subsec. (d)(6). Pub. L. 96–399, § 333(c), struck out
proviso relating to maturity of a mortgage insured
under subsection (d)(2) of this section.

Subsec. (f). Pub. L. 96–399, § 301(c), substituted ‘‘Sep-
tember 30, 1981’’ for ‘‘October 15, 1980’’.

Pub. L. 96–372 substituted ‘‘October 15, 1980’’ for ‘‘Sep-
tember 30, 1980’’.

Subsec. (i)(2)(A)(iv). Pub. L. 96–399, § 333(d), struck out
applicability to determinations of lesser amount, if so
determined, of three-quarters of the Secretary’s esti-
mate of the remaining economic life of the building im-
provements.

Subsec. (k). Pub. L. 96–399, § 310(d), added subsec. (k).
1979—Subsec. (d)(3)(ii). Pub. L. 96–153, § 314, sub-

stituted ‘‘75 per centum’’ for ‘‘50 per centum’’ and in-
serted exception that the dollar amount limitations
may be exceeded not to exceed 90 per centum where the
Secretary determines it to be necessary.

Subsec. (d)(4)(ii). Pub. L. 96–153, § 314, substituted ‘‘75
per centum’’ for ‘‘50 per centum’’ and inserted excep-
tion that the dollar amount limitations may be exceed-
ed by not to exceed 90 per centum where the Secretary
determines it to be necessary.

Subsec. (f). Pub. L. 96–153 substituted ‘‘September 30,
1980’’ for ‘‘November 30, 1979’’.

Pub. L. 96–105 substituted ‘‘November 30, 1979’’ for
‘‘October 31, 1979’’.

Pub. L. 96–71 substituted ‘‘October 31, 1979’’ for ‘‘Sep-
tember 30, 1979’’.

1978—Subsec. (d)(3)(ii). Pub. L. 95–557, § 325(a), sub-
stituted ‘‘$21,563’’, ‘‘$24,662’’, ‘‘$29,984’’, ‘‘$38,379’’, and
‘‘$42,756’’ for ‘‘$16,860’’, ‘‘$18,648’’, ‘‘$22,356’’, ‘‘$28,152’’
and ‘‘$31,884’’, respectively, and ‘‘$22,692’’, ‘‘$26,012’’,
‘‘$31,631’’, ‘‘$40,919’’, and ‘‘$44,917’’ for ‘‘$19,680’’,
‘‘$22,356’’, ‘‘$26,496’’, ‘‘$33,120’’, and ‘‘$38,400’’, respec-
tively.

Subsec. (d)(4)(ii). Pub. L. 95–557, § 325(b), substituted
‘‘$19,406’’, ‘‘$22,028’’, ‘‘$26,625’’, ‘‘$33,420’’, and ‘‘$37,870’’
for ‘‘$18,450’’, ‘‘$20,625’’, ‘‘$24,630’’, ‘‘$29,640’’ and
‘‘$34,846’’, respectively.

Subsec. (f). Pub. L. 95–557, § 301(c), substituted ‘‘Sep-
tember 30, 1979’’ for ‘‘October 31, 1978’’.

Pub. L. 95–406 substituted ‘‘October 31, 1978’’ for ‘‘Sep-
tember 30, 1978’’.

1977—Subsec. (d)(2)(A). Pub. L. 95–128, § 303(c), sub-
stituted ‘‘$31,000’’ for ‘‘$25,000’’, ‘‘$36,000’’ for ‘‘$29,000’’
in two places, ‘‘$42,000’’ for ‘‘$33,000’’, ‘‘$35,000’’ for
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‘‘$28,000’’, ‘‘$48,600’’ for ‘‘$38,880’’, ‘‘$59,400’’ for ‘‘$47,520’’,
‘‘$45,000’’ for ‘‘$36,000’’, ‘‘$57,600’’ for ‘‘$46,080’’ and
‘‘$68,400’’ for ‘‘$54,720’’.

Subsec. (d)(4). Pub. L. 95–24 struck out ‘‘other than a
mortgagor referred to in subsection (d)(3) of this sec-
tion,’’ after ‘‘if executed by a mortgagor’’.

Subsec. (f). Pub. L. 95–128, § 301(c), substituted ‘‘Sep-
tember 30, 1978’’ for ‘‘September 30, 1977’’.

Pub. L. 95–80 substituted ‘‘September 30, 1977’’ for
‘‘July 31, 1977’’.

Pub. L. 95–60 substituted ‘‘July 31, 1977’’ for ‘‘June 30,
1977’’.

1976—Subsec. (d)(2)(A). Pub. L. 94–375, § 3(d), sub-
stituted ‘‘$25,000’’ for ‘‘$21,600’’, ‘‘$29,000’’ for ‘‘$25,200’’
in two places, and ‘‘$33,000’’ for ‘‘$28,800’’.

Subsec. (d)(3)(ii). Pub. L. 94–375, § 8(b)(4), substituted
‘‘50 per centum in any geographical area’’ for ‘‘75 per
centum in any geographical area’’, ‘‘$16,860’’ for
‘‘$11,240’’, ‘‘$18,648’’ for ‘‘$15,540’’, ‘‘$22,356’’ for ‘‘$18,630’’,
‘‘$28,152’’ for ‘‘$23,460’’, ‘‘$31,884’’ for ‘‘$26,570’’, ‘‘$19,680’’
for ‘‘$13,120’’, ‘‘$22,356’’ for ‘‘$18,630’’, ‘‘$26,496’’ for
‘‘$22,080’’, ‘‘$33,120’’ for ‘‘$27,600’’, and ‘‘$38,400’’ for
‘‘$32,000’’.

Subsec. (d)(4)(ii). Pub. L. 94–375, § 8(b)(5), substituted
‘‘50 per centum in any geographical area’’ for ‘‘75 per
centum in any geographical area’’, ‘‘$18,450’’ for
‘‘$12,300’’, ‘‘$20,625’’ for ‘‘$17,188’’, ‘‘$24,630’’ for ‘‘$20,525’’,
‘‘$29,640’’ for ‘‘$24,700’’, ‘‘$34,846’’ for ‘‘$29,038’’, ‘‘$20,962’’
for ‘‘$13,975’’, ‘‘$24,030’’ for ‘‘$20,025’’, ‘‘$29,220’’ for
‘‘$24,350’’, ‘‘$37,800’’ for ‘‘$31,500’’, and ‘‘$41,494’’ for
‘‘$34,578’’.

1975—Subsec. (d)(3)(ii). Pub. L. 94–173, § 3, raised from
45 per centum to 75 per centum the amount by which
any dollar limitation may, by regulation, be increased.

Subsec. (d)(4)(ii). Pub. L. 94–173, § 3, raised from 45 per
centum to 75 per centum the amount by which any dol-
lar limitation may, by regulation, be increased.

Subsec. (f). Pub. L. 94–173, § 4(a), struck out a provi-
sion limiting to 10 per centum the number of dwelling
units available to low and moderate income persons
under the age of 62 in a project financed with a mort-
gage issued under subsection (d)(3) of this section.

1974—Subsec. (d)(2)(A). Pub. L. 93–383, § 302(c), sub-
stituted ‘‘$21,600’’ for ‘‘$18,000’’, ‘‘$25,200’’ for ‘‘$21,000’’
wherever appearing, ‘‘$28,000’’ for ‘‘$24,000’’, ‘‘$28,800’’
for ‘‘$24,000’’, ‘‘$36,000’’ for ‘‘$30,000’’, ‘‘$38,880’’ for
‘‘$32,400’’, ‘‘$46,080’’ for ‘‘$38,400’’, ‘‘$47,520’’ for ‘‘$39,600’’,
and ‘‘$54,720’’ for ‘‘$45,600’’.

Subsec. (d)(3). Pub. L. 93–383, § 319(a), inserted excep-
tion for certification of projects assisted or to be as-
sisted pursuant to section 8 of the United States Hous-
ing Act of 1937.

Subsec. (d)(3)(i). Pub. L. 93–383, § 304(e)(1), struck out
cl. (i) which set forth mortgage ceiling of $12,500,000.

Subsec. (d)(3)(ii). Pub. L. 93–383, § 303(d), substituted
‘‘$11,240’’ for ‘‘$9,200’’, ‘‘$13,120’’ for ‘‘$10,925’’, ‘‘$15,540’’
for ‘‘$12,937.50’’, ‘‘$16,200’’ for ‘‘$13,500’’, ‘‘$18,630’’ for
‘‘$15,525’’, ‘‘$22,080’’ for ‘‘$18,400’’, ‘‘$23,460’’ for ‘‘$19,550’’
‘‘$26,570’’ for ‘‘$22,137.50’’, ‘‘$27,600’’ for ‘‘$23,000’’, and
‘‘$32,000’’ for ‘‘$26,162.50’’.

Subsec. (d)(4)(i). Pub. L. 93–383, § 304(e)(2), struck out
cl. (i) which set forth mortgage ceiling of $12,500,000.

Subsec. (d)(4)(ii). Pub. L. 93–383, § 303(e), substituted
‘‘$12,300’’ for ‘‘$9,200’’, ‘‘$13,975’’ for ‘‘$10,525’’, ‘‘$17,188’’
for ‘‘$12,937.50’’, ‘‘$20,025’’ for ‘‘$15,525’’, ‘‘$20,525’’ for
‘‘$15,525’’, ‘‘$24,350’’ for ‘‘$18,400’’, ‘‘$24,700’’ for ‘‘$19,550’’,
‘‘$29,038’’ for ‘‘$22,137.50’’, ‘‘$31,500’’ for ‘‘$23,000’’, and
‘‘$34,578’’ for ‘‘$26,162.50’’.

Subsec. (f). Pub. L. 93–383, § 316(c), substituted ‘‘June
30, 1977’’ for ‘‘October 1, 1974’’.

Pub. L. 93–288 substituted ‘‘the Disaster Relief Act of
1974’’ for ‘‘the Disaster Relief Act of 1970’’.

1973—Subsec. (f). Pub. L. 93–117 extended the mort-
gage insurance authority under this section from Oct.
1, 1973, to Oct. 1, 1974.

Pub. L. 93–85 extended the mortgage insurance au-
thority under this section from June 30, 1973, to Oct. 1,
1973.

1972—Subsec. (f). Pub. L. 92–503 extended the mort-
gage insurance authority under this section from Octo-
ber 1, 1972 to June 30, 1973.

1970—Subsec. (f). Pub. L. 91–609 in second par., sub-
stituted ‘‘October 1, 1972’’ for ‘‘January 1, 1971’’; pro-
vided for use of certain housing facilities for classroom
purposes where public schools in the community are
overcrowded due in part to attendance of residents of
the property or project; dispensed with need for kitchen
facilities in family units in projects for displaced, el-
derly, or handicapped families, but permitted inclusion
of central dining and other shared facilities; provided
that any person who is a displaced person shall be
deemed to be a family; and, in third par., substituted
‘‘the terms ‘displaced family’, ‘displaced families’, and
‘displaced person’ shall mean a family or families, or a
person’’ for ‘‘the terms ‘displaced family’ and ‘displaced
families’ shall mean a family or families’’, respec-
tively.

Pub. L. 91–606 substituted ‘‘the Disaster Relief Act of
1970’’ for ‘‘the Act entitled ‘An Act to authorize Federal
assistance to States and local governments in major
disasters, and for other purposes’, approved September
30, 1950, as amended’’.

Pub. L. 91–525 substituted ‘‘January 1, 1971’’ for ‘‘De-
cember 1, 1970’’.

Pub. L. 91–473 substituted ‘‘December 1, 1970’’ for ‘‘No-
vember 1, 1970’’.

Pub. L. 91–432 substituted ‘‘November 1, 1970’’ for ‘‘Oc-
tober 1, 1970’’.

1969—Subsec. (d)(2). Pub. L. 91–152, § 113(e)(1), (2), sub-
stituted ‘‘$18,000’’ for ‘‘$15,000’’, ‘‘$21,000’’ for ‘‘$17,500’’,
wherever appearing, ‘‘$24,000’’ for ‘‘$20,000’’ wherever ap-
pearing, ‘‘$30,000’’ for ‘‘$25,000’’, ‘‘$32,400’’ for ‘‘$27,000’’,
‘‘$38,400’’ for ‘‘$32,000’’, ‘‘$39,600’’ for ‘‘$33,000’’, and
‘‘$45,600’’ for ‘‘$38,000’’.

Subsec. (d)(3)(ii). Pub. L. 91–152, § 113(e)(3), (4), sub-
stituted ‘‘$9,200’’ for ‘‘$8,000’’, ‘‘$10,925’’ for ‘‘$9,500’’,
‘‘$12,937.50’’ for ‘‘$11,250’’, ‘‘$15,525’’ for ‘‘$13,500’’ wher-
ever appearing, ‘‘$18,400’’ for ‘‘$16,000’’, ‘‘$19,550’’ for
‘‘$17,000’’, ‘‘$22,137.50’’ for ‘‘$19,250’’, ‘‘$23,000’’ for
‘‘$20,000’’, and ‘‘$26,162.50’’ for ‘‘$22,750’’.

Subsec. (d)(4)(ii). Pub. L. 91–152, § 113(e)(5), (6), sub-
stituted ‘‘$9,200’’ for ‘‘$8,000’’, ‘‘$10,925’’ for ‘‘$9,500’’,
‘‘$12,937.50’’ for ‘‘$11,250’’, ‘‘$15,525’’ for ‘‘$13,500’’ wher-
ever appearing, ‘‘$18,400’’ for ‘‘$16,000’’, ‘‘$19,550’’ for
‘‘$17,000’’, ‘‘$22,137.50’’ for ‘‘$19,250’’, ‘‘$23,000’’ for
‘‘$20,000’’, and ‘‘$26,162.50’’ for ‘‘$22,750’’.

Subsec. (f). Pub. L. 91–152, § 101(c), substituted ‘‘Octo-
ber 1, 1970’’ for ‘‘January 1, 1970’’.

Pub. L. 91–78 substituted ‘‘January 1, 1970’’ for ‘‘Octo-
ber 1, 1969’’.

Subsec. (h)(6)(A). Pub. L. 91–152, § 113(e)(7), sub-
stituted ‘‘$18,000’’ for ‘‘$15,000’’.

1968—Subsec. (d)(2)(A). Pub. L. 90–448, §§ 101(b)(1), 305,
increased maximum amount of mortgages for single-
family residences from $12,500 to $15,000 (or $17,500 if
mortgagor’s family includes five or more persons), and
in geographical areas where costs levels so require from
$15,000 to $17,500 (or $20,000 if the mortgagor’s family in-
cludes five or more persons), and § 305(d)(2)(A) sub-
stituted ‘‘the mortgagor’’ for ‘‘a displaced family’’ in
first proviso.

Subsec. (d)(2)(B). Pub. L. 90–448, § 101(b)(2), inserted
‘‘, in cash or its equivalent’’ in cl. (2), and inserted pro-
viso directing that a mortgagor who is the owner and
an occupant of the property be given the opportunity
to contribute the value of his labor as equity in such
dwelling.

Subsec. (d)(3)(iii). Pub. L. 90–448, § 311(b), inserted pro-
viso to permit the mortgage to involve the financing of
the purchase of property which has been rehabilitated
by a local public agency with Federal assistance pursu-
ant to section 1460(c)(8) of title 42.

Subsec. (f). Pub. L. 90–448, §§ 105(d), 306, authorized the
Secretary to insure mortgages meeting the require-
ments of subsec. (i) or (j) of this section, struck out ‘‘if
the mortgagor waives the right to receive dividends on
its equity investment in the portion thereof devoted to
community and shopping facilities’’ from first proviso,
and inserted proviso making provisions of section
1715k(d)(3)(B)(iv) applicable, in the case of a mortgage
which bears interest at the below-market interest rate
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prescribed in subsec. (d)(5) of this section, only if the
mortgagor waives the right to receive dividends on its
equity investment in the portion thereof devoted to
commercial facilities.

Subsec. (g)(1). Pub. L. 90–448, § 105(b), included mort-
gages meeting requirements of par. (2) of subsec. (i) of
this section.

Subsec. (g)(2). Pub. L. 90–448, § 105(c), included mort-
gages meeting requirements of par. (2) of subsec. (j) of
this section.

Subsec. (h)(2)(A). Pub. L. 90–448, § 316(a), reduced num-
ber of one-family dwellings from five or more to four or
more, and permitted the mortgage to cover four or
more one-family units in a structure or structures for
which a plan of family unit ownership approved by the
Secretary is established.

Subsec. (h)(4). Pub. L. 90–448, § 101(c)(2), increased ag-
gregate principal balance of mortgages insured from
$20,000,000 to $50,000,000.

Subsec. (h)(5)(B)(ii). Pub. L. 90–448, § 101(c)(1), per-
mitted mortgage to bear interest at such lower rate,
not less than 1 per centum, as the Secretary may pre-
scribe if in his judgment purchaser’s income is suffi-
ciently low to justify the lower rate, and inserted pro-
viso requiring rate of interest to be increased if pur-
chaser’s income subsequently rises.

Subsec. (h)(6). Pub. L. 90–448, § 101(c)(3), added par. (6).
Subsec. (h)(7), (8). Pub. L. 90–448, § 316(b), added pars.

(7) and (8).
Subsecs. (i), (j). Pub. L. 90–448, § 105(a), added subsecs.

(i) and (j).
1967—Pub. L. 90–19, § 1(a)(3), substituted ‘‘Secretary’’

for ‘‘Commissioner’’ wherever appearing in subsecs. (b),
(d)(1) to (3), (d)(3)(ii), (iii), (d)(4), (d)(4)(ii) to (iv), (d)(5),
(6), (e)(1), (2), (f), and (g)(3), (4).

Subsec. (d). Pub. L. 90–19, § 1(a)(4), substituted ‘‘Sec-
retary’s’’ for ‘‘Commissioner’s’’ wherever appearing in
pars. (2), (3)(iii), (4)(iv), and (6).

1966—Subsec. (a). Pub. L. 89–769, § 4(a), substituted
‘‘displaced families’’ for ‘‘families displaced from urban
renewal areas or as a result of governmental action’’.

Subsec. (d)(2), (6). Pub. L. 89–769, § 4(a), substituted
‘‘displaced family’’ for ‘‘family displaced from an urban
renewal area or as a result of governmental action’’
wherever appearing.

Subsec. (d)(2)(A). Pub. L. 89–754, § 307, increased maxi-
mum amount of mortgages for single-family and two-
family residences from $11,000 and $18,000 to $12,500 and
$20,000, respectively.

Subsec. (d)(3)(iii). Pub. L. 89–769, § 4(a), substituted
‘‘displaced families’’ for ‘‘families displaced by urban
renewal or other governmental action’’.

Subsec. (f). Pub. L. 89–769, § 4(a), (b), substituted ‘‘dis-
placed families’’ for ‘‘families displaced from urban re-
newal areas or as a result of governmental action’’, and
inserted definition of ‘‘displaced family’’ and ‘‘dis-
placed families’’.

Pub. L. 89–754, §§ 308, 309, 310(c), inserted in first sen-
tence provision for nondwelling facilities in projects in
urban renewal areas, inserted provision respecting sin-
gle occupants in housing under subsec. (d)(3) of this sec-
tion, and inserted in fourth sentence ‘‘or which meet
the requirements of subsection (h) of this section’’, re-
spectively.

Subsec. (g)(1). Pub. L. 89–754, § 310(b)(1), inserted ‘‘or
paragraph (5) of subsection (h) of this section’’.

Subsec. (g)(2). Pub. L. 89–754, § 310(b)(2), inserted ‘‘or
paragraph (1) of subsection (h) of this section’’.

Subsec. (h). Pub. L. 89–754, § 310(a), added subsec. (h).
A prior subsec. (h) was repealed by Pub. L. 89–117, title
XI, § 1108(i)(4), Aug. 10, 1965, 79 Stat. 505.

1965—Subsec. (d)(3)(ii). Pub. L. 89–117, § 207(d), sub-
stituted ‘‘$17,000 per family unit with three bedrooms,
and $19,250 per family unit with four or more bed-
rooms’’ for ‘‘and $17,000 per family unit with three or
more bedrooms’’ and ‘‘$20,000 per family unit with three
bedrooms, and $22,750 per family unit with four or more
bedrooms’’ for ‘‘and $20,000 per family unit with three
or more bedrooms’’.

Subsec. (d)(4). Pub. L. 89–117, §§ 207(d), 1108(i)(1), sub-
stituted ‘‘$17,000 per family unit with three bedrooms,

and $19,250 per family unit with four or more bed-
rooms’’ for ‘‘and $17,000 per family unit with three or
more bedrooms’’ and ‘‘$20,000 per family unit with three
bedrooms, and $22,750 per family unit with four or more
bedrooms’’ for ‘‘and $20,000 per family unit with three
or more bedrooms’’ in subpar. (ii) and substituted
‘‘General Insurance Fund’’ for ‘‘section 221 Housing In-
surance Fund’’ wherever appearing.

Subsec. (d)(5). Pub. L. 89–117, § 102(b), substituted ‘‘not
less than the lower of (A) 3 per centum per annum, or
(B) the annual rate of interest determined’’ for ‘‘not
less than the annual rate of interest determined’’ in
proviso.

Subsec. (f). Pub. L. 89–117, §§ 102(a), 1108(i)(1), sub-
stituted ‘‘this section after October 1, 1969’’ for ‘‘sub-
section (d)(2) or (d)(4) after September 30, 1965, or under
subsection (d)(3) after September 30, 1965’’ and sub-
stituted ‘‘General Insurance Fund’’ for ‘‘section 221
Housing Insurance Fund’’.

Subsec. (g)(1). Pub. L. 89–117, § 1108(i)(1), substituted
‘‘General Insurance Fund’’ for ‘‘section 221 Housing In-
surance Fund’’.

Subsec. (g)(2). Pub. L. 89–117, § 1108(i)(2), struck out
provision that all references in section 1713 to the
Housing Insurance Fund or the Housing Fund shall be
construed to refer to the section 221 Housing Insurance
Fund.

Subsec. (g)(3). Pub. L. 89–117, § 1108(i)(1), (3), sub-
stituted ‘‘General Insurance Fund’’ for ‘‘section 221
Housing Insurance Fund’’ and struck out provision that
all references in section 1713 of this title to the Housing
Insurance Fund, the Housing Fund, or the Fund shall
be construed to refer to the section 221 Housing Insur-
ance Fund.

Subsec. (h). Pub. L. 89–117, § 1108(i)(4), repealed subsec.
(h) which created the section 221 Housing Insurance
Fund, provided for the transfer of funds thereto, au-
thorized the purchase and cancellation of debentures
and the credit and payment of charges and fees.

1964—Subsec. (d)(3). Pub. L. 88–560, § 114(a), inserted
‘‘, or other mortgagor approved by the Commissioner,
and’’ after ‘‘or association’’.

Subsec. (d)(3)(ii), (4)(ii). Pub. L. 88–560, § 107(d)(1), (2),
changed limits on mortgages for property or project at-
tributable to dwelling use from ‘‘$2,250 per room (or
$8,500 per family unit if the number of rooms in such
property or project is less than four per family unit)’’
to ‘‘$8,000 per family unit without a bedroom, $11,250
per family unit with one bedroom, $13,500 per family
unit with two bedrooms, and $17,000 per family unit
with three or more bedrooms’’, changed such mortgage
limits on project consisting of elevator-type structures
from a sum ‘‘of $2,250 per room to not to exceed $2,750
per room, and the dollar amount limitation of $8,500 per
family unit to not to exceed $9,000 per family unit’’ to
dollar amount limitations ‘‘per family unit to not to
exceed $9,500 per family unit without a bedroom, $13,500
per family unit with one bedroom, $16,000 per family
unit with two bedrooms, and $20,000 per family unit
with three or more bedrooms’’, and substituted provi-
sion authorizing an increase ‘‘by not to exceed 45 per
centum’’ of any of such limits because of cost levels for
former provision authorizing such an increase ‘‘by not
to exceed $1,000 per room without regard to the number
of rooms being less than four, or four or more’’.

Subsec. (d)(3)(iii). Pub. L. 88–560, § 114(c), inserted
‘‘Provided further, That in the case of any mortgagor
other than a nonprofit corporation or association, co-
operative (including an investor-sponsor), or public
body, or a mortgagor meeting the special requirements
of subsection (e)(1) of this section, the amount of the
mortgage shall not exceed 90 per centum of the amount
otherwise authorized under this section’’.

Subsec. (e). Pub. 88–560, § 114(b), added par. (1) and des-
ignated existing provisions as par. (2).

Subsec. (f). Pub. L. 88–560, §§ 114(d), 202, 203(b), ex-
tended the mortgage insurance authority under subsec.
(d)(2) and (4) of this section from July 1, 1965 to Sept.
30, 1965, inserted definition of ‘‘family’’, and substituted
in such definition ‘‘person who is sixty-two years of age
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or over, or who is a handicapped person within the
meaning of section 1701q of this title,’’ for ‘‘person who
is sixty-two years of age or over’’.

Subsec. (g)(3). Pub. L. 88–560, § 105(c)(2), substituted a
period for ‘‘; or’’ and inserted ‘‘If the insurance is paid
in cash, there shall be added to such payment an
amount equivalent to the interest which the deben-
tures would have earned, computed to a date to be es-
tablished pursuant to regulations issued by the Com-
missioner.’’

1963—Subsec. (f). Pub. L. 88–54 extended mortgage in-
surance authority under subsec. (d)(2) and (4) of this
section from July 1, 1963, to July 1, 1965.

1961—Pub. L. 87–70, § 101(a)(1), added section catchline.
Subsec. (a). Pub. L. 87–70, § 101(a)(2), redefined the

purpose of this section as one to assist private industry
in providing housing for low and moderate income fam-
ilies and families displaced from urban renewal areas or
as a result of governmental action, and eliminated pro-
visions which required localities, communities or envi-
rons of communities to request the mortgage insur-
ance, which limited the number of dwelling units to not
more than the aggregate number which the Housing
Administrator certified to the Commissioner, and
which authorized assistance for relocation of families
to be displaced as the result of governmental action in
a community to those cases in which a certification by
the Housing Administrator pursuant to section 1451(c)
of title 42 has been made, or there is being carried out
a project covered by a Federal aid contract executed, or
prior approval granted, under subchapter II of chapter
8A of title 42, or there is being carried out an urban re-
newal project assisted under section 1462 of title 42.

Subsec. (b). Pub. L. 87–70, § 101(a)(3), empowered the
Commissioner to insure advances during construction
on mortgages covering property of the character de-
scribed in pars. (3) and (4) of subsec. (d) of this section.

Subsec. (d)(2). Pub. L. 87–70, § 101(a)(4), (5), increased
the maximum amount of mortgages for single-family
residences from $9,000 to $11,000, three-family resi-
dences from $25,000 to $27,000 and for four-family resi-
dences from $32,000 to $33,000, increased the maximum
amount of mortgages that the Commissioner may au-
thorize in cases where he finds the cost levels so re-
quire from $12,000 to $15,000 for single-family resi-
dences, $20,000 to $25,000 for two-family residences,
$27,500 to $32,000 for three-family residences and $35,000
to $38,000 for four-family residences, required families
other than those displaced from an urban renewal area
or as a result of Government action to pay on account
of the property at least 3 per centum of the Commis-
sioner’s estimate of its acquisition cost, prohibited in-
surance of mortgages for dwellings designed principally
for two-, three-, or four-family residences except in the
case of dwellings for occupancy by a family displaced
from an urban renewal area or as a result of govern-
mental action, and eliminated provisions which re-
quired the Commissioner to prescribe procedures relat-
ing to priorities in occupancy of the remaining units of
two-, three-, and four-family dwellings after occupancy
of one unit by the owner.

Subsec. (d)(3). Pub. L. 87–70, § 101(a)(6), included public
bodies and agencies which certify that they are not re-
ceiving financial assistance exclusively pursuant to the
United States Housing Act of 1937 cooperatives, and
limited dividend corporations, increased the maximum
amount of mortgages from not more than $9,000 per
family unit for such part of such property or project as
may be attributable to dwelling use to not more than
$2,250 per room (or $8,500 per family unit if the number
of rooms is less than four per family unit) for such part
of such property or project as may be attributable to
dwelling use (excluding exterior land improvements),
empowered the Commissioner to increase the maxi-
mum from $2,250 to $2,750 per room and from $8,500 to
$9,000 per family unit to compensate for higher costs in-
cident to the construction of elevator-type structures,
and in geographical areas which the cost levels so re-
quire from $2,250 to $3,250 per room, increased the maxi-
mum amount of the mortgage in the case of repair and

rehabilitation from not more than the Commissioner’s
estimate of the value of the property when the pro-
posed repair and rehabilitation is completed to not
more than the sum of the estimated cost of repair and
rehabilitation and the Commissioner’s estimate of the
value of the property before repair and rehabilitation,
limited, in cases involving refinancing, the amount of
the mortgage to not more than the estimated cost of
repair and rehabilitation and the amount (as deter-
mined by the Commissioner) required to refinance ex-
isting indebtedness secured by the property or project,
and eliminated provisions which required the property
or project to be for use as rental accommodations for
ten or more families eligible for occupancy.

Subsec. (d)(4). Pub. L. 87–70, § 101(a)(7)–(10), sub-
stituted ‘‘other than a mortgagor referred to in sub-
section (d)(3) of this section’’ for ‘‘which is not a non-
profit organization’’ in opening provisions, increased
the maximum amount of mortgages from not more
than $9,000 per family unit for such part of such prop-
erty or project as may be attributable to dwelling use
to not more than $2,250 per room (or $8,500 per family
unit if the number of rooms is less than four per family
unit) for such part of such property or project as may
be attributable to dwelling use (excluding exterior land
improvements), empowered the Commissioner to in-
crease the maximum from $2,250 to $2,750 per room and
from $8,500 to $9,000 per family unit to compensate for
higher costs incident to the construction of elevator-
type structures, and in geographical areas which the
cost levels so require from $2,250 to $3,250 per room, in-
creased the maximum amount of the mortgage in the
case of repair and rehabilitation from not more than 90
per centum of the Commissioner’s estimate of the
value of the property or project when the proposed re-
pair and rehabilitation is completed to not more than
90 per centum of the sum of the estimated cost of repair
and rehabilitation and the Commissioner’s estimate of
the value of the property before repair and rehabilita-
tion, limited, in cases involving refinancing, the
amount of the mortgage to not more than the esti-
mated cost of repair and rehabilitation and the amount
(as determined by the Commissioner) required to refi-
nance existing indebtedness secured by the property of
project, and eliminated provisions which required the
property or project to be for use as rental accommoda-
tions for ten or more families eligible for occupancy.

Subsec. (d)(5). Pub. L. 87–70, § 101(a)(10), (11), struck
out provisions which required the mortgage to provide
for complete amortization by periodic payments within
such terms as the Commissioner may prescribe, but not
to exceed 40 years from the date of insurance of the
mortgage or three-quarters of the Commissioner’s esti-
mate of the remaining economic life of the building im-
provements, whichever is the lesser, and inserted pro-
viso requiring the mortgage to bear interest at not less
than the annual rate of interest determined by estimat-
ing the average market yield to maturity on all out-
standing marketable obligations of the United States,
and by adjusting such yield to the nearest one-eighth of
1 per centum.

Subsec. (d)(6). Pub. L. 87–70, § 101(a)(10), added par. (6).
Subsec. (f). Pub. L. 87–70, § 101(a)(12), required a prop-

erty or project covered by a mortgage insured under
subsec. (d)(3) or (d)(4) of this section to include five or
more family units, empowered the Commissioner to
adopt such procedures and requirements to assure that
the dwelling accommodations provided under this sec-
tion are available to families displaced from urban re-
newal areas or as a result of governmental action, au-
thorized the Commissioner to insure a mortgage which
meets subsec. (d)(3) of this section with no premium
charge, with a reduced premium charge, or with a pre-
mium charge for such period or periods during the time
the insurance is in effect as he may determine, and pro-
hibited insurance of mortgages under subsec. (d)(2) or
(d)(4) of this section after July 1, 1963, or under subsec.
(d)(3) of this section after July 1, 1965, except pursuant
to a commitment to insure before that date or except
a mortgage covering property which will assist in the
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provision of housing for families displaced from urban
renewal areas or as a result of governmental action.

Subsec. (g)(3), (4). Pub. L. 87–70, § 101(a)(13), (14), added
par. (3), redesignated former par. (3) as (4), and sub-
stituted ‘‘this paragraph’’ for ‘‘this paragraph (3)’’.

Subsec. (h). Pub. L. 87–70, § 101(a)(15), inserted ‘‘cash
payments,’’ after ‘‘cash adjustments,’’ in last sentence.

1959—Subsec. (a). Pub. L. 86–372, § 110(a)(1), (2), in-
serted provisions in first par. to authorize assistance in
relocating families residing in the environs of a com-
munity described in cl. (2) which are to be displaced as
the result of governmental action, inserted provisions
in second par. making mortgage insurance available in
environs of communities and substituted ‘‘in or near
any such community’’ for ‘‘in any such community’’ in
second proviso of second par.

Subsec. (d)(2). Pub. L. 86–372, § 110(b), required a mort-
gage to be secured by property upon which there is lo-
cated a dwelling conforming to applicable standards
prescribed by the Commissioner under subsec. (f) of
this section, and meeting the requirements of all State
laws, or local ordinances or regulations, relating to the
public health or safety, zoning, or otherwise, which
may be applicable thereto, increased the maximum
amount of the mortgage on a single-family residence in
a high cost area from $10,000 to $12,000, authorized in-
surance of mortgages for two-, three-, and four-family
residences and required the Commissioner to prescribe
such procedures as are necessary to secure to families,
referred to in subsec. (a) of this section, priorities in
occupancy of the remaining units of two-, three-, and
four-family dwellings after occupancy of one unit by
the owner.

Subsec. (d)(3). Pub. L. 86–372, § 110(c)(1), (2), sub-
stituted ‘‘$12,000’’ for ‘‘$10,000’’, and ‘‘not in excess of (1)
in the case of new construction, the amount which the
Commissioner estimates will be the replacement cost
of the property or project when the proposed improve-
ments are completed (the replacement cost may in-
clude the land, the proposed physical improvements
utilities within the boundaries of the land, architect’s
fees, taxes, interest during construction, and other mis-
cellaneous charges incident to construction and ap-
proved by the Commissioner), or (2) in the case of re-
pair and rehabilitation, the Commissioner’s estimate of
the value of the property when the proposed repair and
rehabilitation is completed: Provided, That such prop-
erty or project, when constructed, or repaired and reha-
bilitated, shall be for use as rental accommodations for
ten or more families eligible for occupancy as provided
in this section; or’’ for ‘‘not in excess of the Commis-
sioner’s estimate of the value of the property or project
when constructed, or repaired and rehabilitated, for use
as rental accommodations for ten or more families eli-
gible for occupancy as provided in this section; and’’.

Subsec. (d)(4), (5). Pub. L. 86–372, § 110(c)(3), added par.
(4) and redesignated former par. (4) as (5).

Subsec. (f). Pub. L. 86–372, § 110(d), authorized the
property or project to include such commercial and
community facilities as the Commissioner deems ade-
quate to serve the occupants.

Subsec. (g)(1). Pub. L. 86–372, § 116(b), inserted ref-
erence to subsec. (k) of section 1710 of this title.

Subsec. (g)(2). Pub. L. 86–372, § 110(e), substituted
‘‘paragraph (3) or (4)’’ for ‘‘paragraph (3)’’.

1957—Subsec. (g)(1). Pub. L. 85–104 substituted ‘‘(h),
and (j) of section 1710 of this title’’ for ‘‘and (h) of sec-
tion 1710 of this title’’.

1956—Subsec. (a). Act Aug. 7, 1956, § 307(c), inserted in
first sentence ‘‘, or (3) there is being carried out an
urban renewal project assisted under section 1462 of
title 42’’ and substituted ‘‘clause (2) or (3)’’ for ‘‘clause
(2)’’ each place it appears in last proviso.

Subsec. (d). Act Aug. 7, 1956, § 108, substituted ‘‘$9,000’’
for ‘‘$7,600’’ and ‘‘$10,000’’ for ‘‘$8,600’’ in pars. (2) and
(3); amended par. (2) to allow mortgage insurance for
appraised value and to require at least $200 initial pay-
ment, which amount could include prepaid expenses, in
lieu of former provisions which allowed mortgage to be
insured up to 95 percent of the appraised value and re-

quired at least a 5 percent initial payment; eliminated
‘‘95 per centum of’’ after ‘‘not in excess of’’ and inserted
‘‘or the Federal Housing Commissioner’’ after ‘‘agen-
cies thereof’’ in par. (3) and substituted ‘‘forty’’ for
‘‘thirty’’ in par. (4).

1955—Subsec. (a). Act Aug. 11, 1955, § 102(j), authorized
assistance in relocating families from urban renewal
areas even though such families are not required to
leave the area.

Subsec. (d)(3). Act Aug. 11, 1955, § 102(c), increased
from $5,000,000 to $12,500,000 the limitation on the maxi-
mum amount of a mortgage.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by section 406(b)(10)–(13) of Pub. L.
100–242 applicable only with respect to mortgages in-
sured pursuant to conditional commitment issued on or
after Feb. 5, 1988, or in accordance with direct endorse-
ment program (24 CFR 200.163), if approved underwriter
of mortgagee signs appraisal report for property on or
after Feb. 5, 1988, see section 406(d) of Pub. L. 100–242,
set out as a note under section 1709 of this title.

EFFECTIVE DATE OF 1983 AMENDMENT

For effective date of amendment by section 423(b)(3)
of Pub. L. 98–181, see section 423(c) of Pub. L. 98–181, set
out as a note under section 1709 of this title.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

EFFECTIVE DATE OF 1974 AMENDMENT

Amendment by Pub. L. 93–288 effective Apr. 1, 1974,
see section 605 of Pub. L. 93–288, set out as an Effective
Date note under section 5121 of Title 42, The Public
Health and Welfare.

EFFECTIVE DATE OF 1970 AMENDMENT

Amendment by Pub. L. 91–606 effective Dec. 31, 1970,
see section 304 of Pub. L. 91–606, set out as a note under
section 165 of Title 26, Internal Revenue Code.

IMPLEMENTATION OF 1982 AMENDMENT

Amendment by Pub. L. 97–253 to be implemented only
if Secretary determines that program of advance pay-
ment of insurance premiums, considering the effect of
said amendment, is actuarially sound, see section 201(g)
of Pub. L. 97–253, set out as a note under section 1709 of
this title.

DELEGATION OF PROCESSING OF MORTGAGE INSURANCE

Secretary of Housing and Urban Development to im-
plement system of mortgage insurance for mortgages
insured under this section that delegates processing
functions to selected approved mortgagees, with Sec-
retary to retain authority to approve rents, expenses,
property appraisals, and mortgage amounts and to exe-
cute firm commitments, see section 328 of Pub. L.
101–625, set out as a note under section 1713 of this title.

EFFECTIVE DATE OF TEMPORARY EXTENSION OF EMER-
GENCY LOW INCOME HOUSING PRESERVATION ACT OF
1987 AND CORRECTION OF ANY REPEAL

Pub. L. 101–494, § 1, Oct. 31, 1990, 104 Stat. 1185, pro-
vided that:

‘‘(a) EFFECTIVE DATE OF EXTENDER.—Public Law
101–402 [amending section 1709 of this title and section
11319 of Title 42, The Public Health and Welfare, and
amending provisions set out as a note below] shall be
deemed to have taken effect as if such law were enacted
on September 29, 1990.

‘‘(b) STATUS OF ACT.—The Emergency Low Income
Housing Preservation Act of 1987 [title II of Pub. L.
100–242] (12 U.S.C. 1715l note) shall be deemed to have
been in effect on and after September 29, 1990, as if Pub-
lic Law 101–402 had been enacted on September 29, 1990.



Page 618TITLE 12—BANKS AND BANKING§ 1715l

‘‘(c) CORRECTION OF ANY REPEAL.—The provisions of
the Emergency Low Income Housing Preservation Act
of 1987 (12 U.S.C. 1715l note), other than section 203, are
amended to read as such provisions were in effect on
September 29, 1990. The amendment made by this sub-
section shall take effect as if this Act were enacted on
September 29, 1990.

‘‘(d) EFFECTIVE DATE.—If the Cranston-Gonzalez Na-
tional Affordable Housing Act [Pub. L. 101–625, which
was approved Nov. 28, 1990] is enacted before the enact-
ment of this Act [Oct. 31, 1990], this section shall be
deemed to have taken effect immediately before the en-
actment of the Cranston-Gonzalez National Affordable
Housing Act.’’

PRESERVATION OF LOW-INCOME HOUSING

The Emergency Low Income Housing Preservation
Act of 1987, consisting of title II of Pub. L. 100–242, Feb.
5, 1988, 101 Stat. 1877, amended the National Housing
Act, the United States Housing Act of 1937, and the
Housing Act of 1949, and enacted provisions formerly
set out as a note under this section. The provisions set
out as a note under this section consisted of subtitles
A and B [§§ 201–203, 221–230, and 231–235] of title II of
Pub. L. 100–242, as amended by Pub. L. 100–628, title X,
§§ 1021–1027, Nov. 7, 1988, 102 Stat. 3270, 3271; Pub. L.
101–235, title II, §§ 201, 202(a)–(c), 203(b), Dec. 15, 1989, 103
Stat. 2037, 2038; Pub. L. 101–402, § 1, Oct. 1, 1990, 104 Stat.
866; Pub. L. 101–494, §§ 1(c), 2(a), Oct. 31, 1990, 104 Stat.
1185, which set up a temporary program for the prepay-
ment of mortgages on low income housing insured
under the National Housing Act that terminated on the
date of enactment of the Cranston-Gonzalez National
Affordable Housing Act (Nov. 28, 1990). The Cranston-
Gonzalez National Affordable Housing Act [Pub. L.
101–625] amended subtitles A and B of title II of Pub. L.
100–242 generally, changing the name of title II of Pub.
L. 100–242 to the ‘‘Low-Income Housing Preservation
and Resident Homeownership Act of 1990’’. As amended,
subtitles A and B of title II are classified generally to
subchapter I (§ 4101 et seq.) of chapter 42 of this title.
Prior to the general revision by Pub. L. 101–625, sub-
titles A and B of title II read as follows:

‘‘SUBTITLE A—GENERAL PROVISIONS

‘‘SEC. 201. SHORT TITLE.
‘‘This title [amending sections 1715z–6 and 1715z–15 of

this title and sections 1437f, 1472, 1485, and 1487 of Title
42, The Public Health and Welfare] may be cited as the
‘Emergency Low Income Housing Preservation Act of
1987’.

‘‘SEC. 202. FINDINGS AND PURPOSE.
‘‘(a) FINDINGS.—The Congress finds that—

‘‘(1) in the next 15 years, more than 330,000 low in-
come housing units insured or assisted under sections
221(d)(3) and 236 of the National Housing Act [12
U.S.C. 1715l(d)(3), 1715z–1] could be lost as a result of
the termination of low income affordability restric-
tions;

‘‘(2) in the next decade, more than 465,000 low in-
come housing units produced with assistance under
section 8 of the United States Housing Act of 1937 [42
U.S.C. 1437f] could be lost as a result of the expiration
of the rental assistance contracts;

‘‘(3) some 150,000 units of rural low income housing
financed under section 515 of the Housing Act of 1949
[42 U.S.C. 1485] are threatened with loss as a result of
the prepayment of mortgages by owners;

‘‘(4) the loss of this privately owned and federally
assisted housing, which would occur in a period of
sharply rising rents on unassisted housing and ex-
tremely low production of additional low rent hous-
ing, would inflict unacceptable harm on current ten-
ants and would precipitate a grave national crisis in
the supply of low income housing that was neither
anticipated nor intended when contracts for these
units were entered into;

‘‘(5) the loss of this affordable housing, to encour-
age the production of which the public has provided

substantial benefits over past years, would irrep-
arably damage hard-won progress toward such impor-
tant and long-established national objectives as—

‘‘(A) providing a more adequate supply of decent,
safe, and sanitary housing that is affordable to low
income Americans;

‘‘(B) increasing the supply of housing affordable
to low income Americans that is accessible to em-
ployment opportunities; and

‘‘(C) expanding housing opportunities for all
Americans, particularly members of disadvantaged
minorities;
‘‘(6) the provision of an adequate supply of low in-

come housing has depended and will continue to de-
pend upon a strong, long-term partnership between
the public and private sectors that accommodates a
fair return on investment;

‘‘(7) recent reductions in Federal housing assistance
and tax benefits related to low income housing have
increased the incentives for private industry to with-
draw from the production and management of low in-
come housing;

‘‘(8) efforts to retain this housing must take ac-
count of specific financial and market conditions
that differ markedly from project to project;

‘‘(9) a major review of alternative responses to this
threatened loss of affordable housing is now being
undertaken by numerous private sector task forces as
well as State and local organizations; and

‘‘(10) until the Congress can act on recommenda-
tions that will emerge from this review, interim
measures are needed to avoid the irreplaceable loss of
low income housing and irrevocable displacement of
current tenants.
‘‘(b) PURPOSE.—It is the purpose of this title—

‘‘(1) to preserve and retain to the maximum extent
practicable as housing affordable to low income fami-
lies or persons those privately owned dwelling units
that were produced for such purpose with Federal as-
sistance;

‘‘(2) to minimize the involuntary displacement of
tenants currently residing in such housing; and

‘‘(3) to continue the partnership between all levels
of government and the private sector in the produc-
tion and operation of housing that is affordable to
low income Americans.

‘‘SEC. 203. TERMINATION OF CERTAIN PROVISIONS.
‘‘(a) IN GENERAL.—Effective on November 30, 1990, or

the date of enactment of the Cranston-Gonzalez Na-
tional Affordable Housing Act [Nov. 28, 1990], whichever
is earlier—

‘‘(1) subtitles B and D [amending sections 1715z–6
and 1715z–15 of this title and sections 1437f and 1485 of
Title 42, The Public Health and Welfare and enacting
provisions set out in this note] are repealed; and

‘‘(2) each provision of law amended by subtitle B or
D is amended to read as it would without such
amendment.
‘‘(b) SAVINGS PROVISION.—The repeal or amendment

of any provision under subsection (a) shall have no ef-
fect on any action taken or authorized under the provi-
sion prior to such repeal or amendment.

‘‘SUBTITLE B—PREPAYMENT OF MORTGAGES INSURED
UNDER NATIONAL HOUSING ACT

‘‘SEC. 221. GENERAL PREPAYMENT LIMITATION.
‘‘(a) PRIOR APPROVAL OF PLAN OF ACTION.—An owner

of eligible low income housing may prepay, and a mort-
gagee may accept prepayment of, a mortgage on such
housing only in accordance with a plan of action ap-
proved by the Secretary of Housing and Urban Develop-
ment under this subtitle. An insurance contract with
respect to eligible low-income housing may be termi-
nated pursuant to section 229 of the National Housing
Act [12 U.S.C. 1715t] only in accordance with a plan of
action approved by the Secretary under this subtitle.

‘‘(b) ALTERNATIVE PREPAYMENT MORATORIUM.—In the
event any court of the United States or any State in-
validates the requirements established in this subtitle



Page 619 TITLE 12—BANKS AND BANKING § 1715l

(1) an owner of eligible low income housing located in
the geographic area subject to the jurisdiction of such
court may not prepay, and a mortgagee may not accept
prepayment of, a mortgage on such housing during the
2-year period following the date of such invalidation,
and (2) an insurance contract with respect to eligible
low-income housing located in the geographic area sub-
ject to the jurisdiction of such court may not be termi-
nated pursuant to section 229 of the National Housing
Act [12 U.S.C. 1715t] during the 2-year period following
the date of such invalidation.

‘‘SEC. 222. NOTICE OF INTENT.
‘‘An owner of eligible low income housing seeking to

initiate prepayment or other changes in the status or
terms of the mortgage or regulatory agreement (in-
cluding a request to terminate the insurance contract
pursuant to section 229 of the National Housing Act [12
U.S.C. 1715t]) shall file with the Secretary a notice of
the intent of the owner in such form and manner as the
Secretary shall prescribe. The owner shall simulta-
neously file the notice of intent with any appropriate
State or local government agency for the jurisdiction
within which the housing is located.

‘‘SEC. 223. PLAN OF ACTION.
‘‘(a) PREPARATION AND SUBMISSION.—Upon receipt of a

notice of intent, the Secretary shall provide the owner
with such information as the owner needs to prepare a
plan of action, which information shall include a de-
scription of the Federal incentives authorized under
this title, and any relevant market area and demo-
graphic information that the Secretary has custody of
and that the owner may use in preparing the plan. The
owner shall submit the plan of action to the Secretary
in such form and manner as the Secretary shall pre-
scribe. The owner may simultaneously submit the plan
of action to any appropriate State or local government
agency for the jurisdiction within which the housing is
located, which agency shall, in reviewing the plan, con-
sult with representatives of the tenants of the housing.

‘‘(b) CONTENTS.—The plan of action shall include—
‘‘(1) a description of any proposed changes in the

status or terms of the mortgage or regulatory agree-
ment, which may include a request for incentives to
extend the low income use of the housing;

‘‘(2) a description of any assistance that could be
provided by State or local government agencies, as
determined by prior consultation between the owner
and any appropriate State or local agencies;

‘‘(3) a description of any proposed changes in the
low income affordability restrictions;

‘‘(4) a description of any change in ownership that
is related to prepayment;

‘‘(5) an assessment of the effect of the proposed
changes on existing tenants;

‘‘(6) a statement of the effect of the proposed
changes on the supply of housing affordable to lower
and very low income families or persons in the com-
munity within which the housing is located and in
the area that the housing could reasonably be ex-
pected to serve; and

‘‘(7) any other information that the Secretary de-
termines is necessary to achieve the purposes of this
title.
‘‘(c) REVISIONS.—The owner may from time to time

revise and amend the plan of action as may be nec-
essary to obtain approval of the plan under this sub-
title.

‘‘(d) AUTHORITY TO LIMIT CONTENTS OF PLAN.—The
Secretary shall limit the amount of appraisal, market
area, and demographic information required under this
section in the case of a plan of action requesting incen-
tives.

‘‘SEC. 224. INCENTIVES TO EXTEND LOW INCOME
USE.

‘‘(a) AGREEMENTS BY SECRETARY.—After receiving a
plan of action from an owner of eligible low income
housing, the Secretary may enter into such agreements
as are necessary to satisfy the criteria for approval
under section 225.

‘‘(b) PERMISSIBLE INCENTIVES.—Agreements entered
into under subsection (a) that by modifications to the
existing regulatory agreement or mortgage extend the
low income affordability restrictions through the term
of the mortgage or, in the case of the prepayment of a
mortgage, by a recorded instrument impose low income
affordability restrictions (including the obligations
specified in the regulatory agreement) through a period
equivalent to the term of the original mortgage may
include one or more of the following incentives that the
Secretary, after taking into account local market con-
ditions, determines to be necessary to achieve the pur-
poses of this title:

‘‘(1) An increase in the allowable distribution or
other measures to increase the rate of return on in-
vestment.

‘‘(2) Revisions to the method of calculating equity.
‘‘(3) Increased access to residual receipts accounts

or excess replacement reserves.
‘‘(4) Provision of insurance for a second mortgage

under section 241(f) of the National Housing Act [12
U.S.C. 1715z–6(f)].

‘‘(5) An increase in the rents permitted under an ex-
isting contract under section 8 of the United States
Housing Act of 1937 [42 U.S.C. 1437f], or (subject to the
availability of amounts provided in appropriation
Acts) additional assistance under such section 8 or an
extension of any project-based assistance attached to
the housing.

‘‘(6) Financing of capital improvements under sec-
tion 201 of the Housing and Community Development
Amendments of 1978 [12 U.S.C. 1715z–1a].

‘‘(7) Other actions, authorized in other provisions of
law, to facilitate a transfer or sale of the project to
a qualified nonprofit organization, limited equity
tenant cooperative, public agency, or other entity ac-
ceptable to the Secretary.

‘‘(8) Other incentives authorized in law.

‘‘SEC. 225. CRITERIA FOR APPROVAL OF PLAN OF
ACTION.

‘‘(a) PLAN OF ACTION INVOLVING TERMINATION OF LOW
INCOME AFFORDABILITY RESTRICTIONS.—The Secretary
may approve a plan of action that involves termination
of the low income affordability restrictions only upon
a written finding that—

‘‘(1) implementation of the plan of action will not
materially increase economic hardship for current
tenants (and will not in any event result in (A) a
monthly rental payment by a current tenant that ex-
ceeds 30 percent of the monthly adjusted income of
the tenant or an increase in the monthly rental pay-
ment in any year that exceeds 10 percent (whichever
is lower), or (B) in the case of a current tenant who
already pays more than such percentage, an increase
in the monthly rental payment in any year that ex-
ceeds the increase in the Consumer Price Index or 10
percent (whichever is lower)) or involuntarily dis-
place current tenants (except for good cause) where
comparable and affordable housing is not readily
available, determined without regard to the avail-
ability of Federal housing assistance that would ad-
dress any such hardship or involuntary displacement;
and

‘‘(2)(A) the supply of vacant, comparable housing is
sufficient to ensure that such prepayment will not
materially affect—

‘‘(i) the availability of decent, safe, and sanitary
housing affordable to lower income and very low-in-
come families or persons in the area that the hous-
ing could reasonably be expected to serve;

‘‘(ii) the ability of lower income and very low-in-
come families or persons to find affordable, decent,
safe, and sanitary housing near employment oppor-
tunities; or

‘‘(iii) the housing opportunities of minorities in
the community within which the housing is lo-
cated; or
‘‘(B) the plan has been approved by the appropriate

State agency and any appropriate local government
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agency for the jurisdiction within which the housing
is located as being in accordance with a State strat-
egy approved by the Secretary under section 226.
‘‘(b) PLAN OF ACTION INCLUDING INCENTIVES.—The Sec-

retary may approve a plan of action that includes in-
centives only upon finding that—

‘‘(1) the package of incentives is necessary to pro-
vide a fair return on the investment of the owner;

‘‘(2) due diligence has been given to ensuring that
the package of incentives is, for the Federal Govern-
ment, the least costly alternative that is consistent
with the full achievement of the purposes of this
title; and

‘‘(3) binding commitments have been made to en-
sure that—

‘‘(A) the housing will be retained as housing af-
fordable for very low-income families or persons,
lower income families or persons, and moderate in-
come families or persons for the remaining term of
the mortgage;

‘‘(B) throughout such period, adequate expendi-
tures will be made for maintenance and operation
of the housing;

‘‘(C) current tenants shall not be involuntarily
displaced (except for good cause);

‘‘(D) any increase in rent contributions for cur-
rent tenants shall be to a level that does not exceed
30 percent of the adjusted income of the tenant or
the fair market rent for comparable housing under
section 8(b) of the United States Housing Act of
1937 [42 U.S.C. 1437f(b)], whichever is lower;

‘‘(E)(i) any resulting increase in rents for current
tenants (except for increases made necessary by in-
creased operating costs)—

‘‘(I) shall be phased in equally over a period of
not less than 3 years, if such increase is 30 percent
or more; and

‘‘(II) shall be limited to not more than 10 per-
cent per year if such increase is more than 10 per-
cent but less than 30 percent; and
‘‘(ii) assistance under section 8 of the United

States Housing Act of 1937 shall be provided if nec-
essary to mitigate any adverse affect on current in-
come eligible tenants; and

‘‘(F)(i) rents for units becoming available to new
tenants shall be at levels approved by the Secretary
that will ensure, to the extent practicable, that the
units will be available and affordable to the same
proportions of very low-income families or persons,
lower income families or persons, and moderate in-
come families or persons (including families or per-
sons whose incomes are 95 percent or more of area
median income) as resided in the housing as of Jan-
uary 1, 1987 (based on the area median income lim-
its established by the Secretary in February, 1987),
or the date the plan of action is approved, which-
ever date results in the highest proportion of very
low-income families, except that this limitation
shall not prohibit a higher proportion of very low-
income families from occupying the housing; and

‘‘(ii) in approving rents under this paragraph, the
Secretary shall take into account any additional
incentives provided under this subtitle and shall
make provision for such annual rent adjustments as
may be made necessary by future reasonable in-
creases in operating costs.

‘‘(c) SECTION 8 RENTAL ASSISTANCE.—When providing
rental assistance under section 8 [of the United States
Housing Act of 1937, 42 U.S.C. 1437f], the Secretary may
enter into a contract with an owner, contingent upon
the future availability of appropriations for the pur-
pose of renewing expiring contracts for rental assist-
ance as provided in appropriations Acts, to extend the
term of such rental assistance for such additional pe-
riod or periods as is necessary to carry out an approved
plan of action. The contract and the approved plan of
action shall provide that, if the Secretary is unable to
extend the term of such rental assistance or is unable
to develop a revised package of incentives providing
benefits to the owner comparable to those received

under the original approved plan of action, the Sec-
retary, upon the request of the owner, shall take the
following actions (subject to the limitations under the
following paragraphs):—

‘‘(1) Modification of the binding commitments made
pursuant to subsection (b) that are dependent on such
rental assistance.

‘‘(2) If action under paragraph (1) is not feasible, re-
lease of an owner from the binding commitments
made pursuant to subsection (b) that are dependent
on such rental assistance.

‘‘(3) If action under paragraphs (1) and (2) would, in
the determination of the Secretary, result in the de-
fault of the insured loan, approval of the revised plan
of action, notwithstanding subsection (a), that in-
volves the termination of low-income affordability
restrictions.

At least 30 days prior to making a request under the
preceding sentence, an owner shall notify the Secretary
of the owner’s intention to submit the request. The
Secretary shall have a period of 90 days following re-
ceipt of such notice to take action to extend the rental
assistance contract and to continue the binding com-
mitments under subsection (b).

‘‘(d) RELOCATION OF DISPLACED TENANTS.—Any plan of
action shall specify actions that the Secretary and the
owner shall take to ensure that any tenants, displaced
as a result of a plan of action approved under sub-
section (a) or as a result of modifications taken pursu-
ant to subsection (c), are relocated to affordable hous-
ing.

‘‘SEC. 226. ALTERNATIVE STATE STRATEGY.
‘‘(a) CRITERIA FOR APPROVAL.—The Secretary may ap-

prove a State strategy for purposes of section 225(a)
only upon finding that it is a practicable statewide
strategy that ensures at a minimum that—

‘‘(1) current tenants will not be involuntarily dis-
placed (except for good cause);

‘‘(2) housing opportunities for minorities will not be
adversely affected in the communities within which
the housing is located;

‘‘(3) any increase in rent for current tenants shall
be to a level that does not exceed 30 percent of the ad-
justed income of the tenants or the fair market rent
for comparable housing under section 8(b) of the
United States Housing Act of 1937 [42 U.S.C. 1437f(b)],
whichever is lower, except that any increase not ne-
cessitated by increased operating costs shall be
phased in equally over not less than 3 years if such
increase exceeds 10 percent;

‘‘(4) housing approved under the State strategy will
remain affordable to very low-income, lower income
or moderate income families and persons for not less
than the remaining term of the original mortgage, if
the housing is to be made available for rental, or for
not less than 40 years, if the housing is to be made
available for homeownership;

‘‘(5)(A) not less than 80 of all units in eligible low
income housing approved under the State strategy
shall be retained as affordable to families or persons
meeting the income eligibility standards for initial
occupancy that applies to the housing on January 1,
1987; and

‘‘(B) not less than 60 percent of the units in any one
project shall remain available and affordable to such
families or persons, within which not less than 20 per-
cent of the units shall remain available and afford-
able to very low income families or persons as deter-
mined by the Secretary with adjustments for smaller
and larger families;

‘‘(6) expenditures for rehabilitation, maintenance
and operation shall be at a level necessary to main-
tain the housing as decent, safe and sanitary for the
period specified in paragraph (4);

‘‘(7) not less than 25 percent of new assistance re-
quired to maintain low income affordability in ac-
cordance with this section shall be provided through
State and local actions, such as tax exempt financ-
ing, low-income tax credits, State or local tax con-
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cessions, and other incentives provided by the State
or local governments; and

‘‘(8) for each unit of eligible low income housing ap-
proved under the State strategy that is not retained
as affordable to families or persons meeting the in-
come eligibility standards for initial occupancy on
January 1, 1987, the State will provide with State
funds 1 additional unit of comparable housing in the
same market area that is available and affordable to
such families or persons, and such units or funds
shall be made available before the Secretary approves
the State strategy.
‘‘(b) ADDITIONAL REQUIREMENTS.—

‘‘(1) The Secretary may not approve a State strat-
egy until the State has entered into all of the agree-
ments necessary to carry out the strategy.

‘‘(2) Each State strategy shall include any other
provision that the Secretary determines to be nec-
essary to implement an approved State strategy.
‘‘(c) IMPLEMENTATION AGREEMENTS.—The Secretary

may enter into such agreements as are necessary to im-
plement an approved State strategy, which agreements
may include incentives that are authorized in other
provisions of this subtitle.

‘‘SEC. 227. TIMETABLE FOR APPROVAL OF PLAN OF
ACTION.

‘‘(a) NOTIFICATION OF DEFICIENCIES.—Not later than 60
days after receipt of a plan of action, the Secretary
shall notify the owner in writing of any deficiencies
that prevent the plan of action from being approved. If
deficiencies are found, such notice shall describe alter-
native ways in which the plan could be revised to meet
the criteria for approval.

‘‘(b) NOTIFICATION OF APPROVAL.—
‘‘(1) IN GENERAL.—Not later than 180 days after re-

ceipt of a plan of action, or such longer period as the
owner requests, the Secretary shall notify the owner
in writing whether the plan of action, including any
revisions, is approved. If approval is withheld, the no-
tice shall describe—

‘‘(A) the reasons for withholding approval; and
‘‘(B) the actions that could be taken to meet the

criteria for approval.
‘‘(2) OPPORTUNITY TO REVISE.—The Secretary shall

subsequently give the owner a reasonable oppor-
tunity to revise the plan of action and seek approval.

‘‘SEC. 228. MODIFICATION OF EXISTING REGU-
LATORY AGREEMENTS.

‘‘(a) IN GENERAL.—If a plan of action cannot be ap-
proved within 300 days after a plan of action is submit-
ted, the Secretary may, upon the request of the owner,
modify existing regulatory agreements to—

‘‘(1) prevent involuntary displacement of current
tenants (except for good cause);

‘‘(2) ensure that adequate expenditures will be made
for maintenance and operation of the housing;

‘‘(3) extend any expiring project-based assistance on
the housing for the term of the agreement;

‘‘(4) permit an increase in the allowable distribu-
tion that could be accommodated by a rise in rents
on occupied units to rise to a level no higher than 30
percent of the adjusted income of the current ten-
ants, as determined by the Secretary, except that
rents shall not exceed the fair market rent for com-
parable housing under section 8(b) of the United
States Housing Act of 1937 [42 U.S.C. 1437f(b)] and any
resulting increase in rents for current tenants shall
be phased in equally over a period of no less than 3
years unless such increase is less than 10 percent; and

‘‘(5) ensure that units becoming vacant during the
term of the agreement are made available in accord-
ance with section 225(b)(3)(F).
‘‘(b) EXPIRATION.—Agreements entered into under

this section shall expire upon the expiration of the 4-
year period beginning on the date of the enactment of
this Act [Feb. 5, 1988]. Upon the expiration of the agree-
ments, the housing covered by the agreements shall be
subject to any law then affecting low income afford-
ability restrictions.

‘‘SEC. 229. CONSULTATIONS WITH OTHER INTER-
ESTED PARTIES.

‘‘The Secretary shall confer with any appropriate
State or local government agency to confirm any State
or local assistance that is available to achieve the pur-
poses of this title and shall give consideration to the
views of any such agency when making determinations
under section 225. The Secretary shall also confer with
appropriate interested parties that the Secretary be-
lieves could assist in the development of a plan of ac-
tion that best achieves the purposes of this title.

‘‘SEC. 230. RIGHT OF CONVERSION TO ALTER-
NATIVE PREPAYMENT SYSTEM.

‘‘Any agreement to extend low income affordability
restrictions under section 225(b) shall, for 4 years from
the date of the enactment of this Act [Feb. 5, 1988], pro-
vide the owner the right to convert to any system of in-
centives and restrictions provided in law during such
period, with such adjustments as the Secretary deter-
mines are appropriate to compensate for the value of
any benefits the owner had received under this title.

‘‘SEC. 232. REPORT TO CONGRESS.
‘‘Not later than 1 year after the date of the enact-

ment of this Act [Feb. 5, 1988], the Secretary shall sub-
mit to the Congress a report setting forth the activities
carried out under this subtitle. The report shall include
a description of the plans of action approved under sub-
sections (a) and (b) of section 225 and an analysis of the
extent to which the plans retain housing affordable for
very low-income families or persons, lower income fam-
ilies or persons, and moderate income families or per-
sons. The report shall also include a detailed descrip-
tion of (1) the actions taken by the Secretary to ensure
meaningful participation by affected tenants; and (2)
the incentives developed by the Secretary under sec-
tion 224 to ensure compliance with this subtitle.

‘‘SEC. 233. DEFINITIONS.
‘‘For purposes of this subtitle:

‘‘(1) The term ‘eligible low income housing’ means
any housing financed by a loan or mortgage—

‘‘(A) that is—
‘‘(i) insured or held by the Secretary under sec-

tion 221(d)(3) of the National Housing Act [12
U.S.C. 1715l(d)(3)] and assisted under section 101 of
the Housing and Urban Development Act of 1965
[12 U.S.C. 1701s] or section 8 of the United States
Housing Act of 1937 [42 U.S.C. 1437f];

‘‘(ii) insured or held by the Secretary and bears
interest at a rate determined under the proviso of
section 221(d)(5) of the National Housing Act;

‘‘(iii) insured, assisted, or held by the Secretary
or a State or State agency under section 236 of
the National Housing Act [12 U.S.C. 1715z–1]; or

‘‘(iv) held by the Secretary and formerly in-
sured under a program referred to in clause (i),
(ii), or (iii); and
‘‘(B) that, under regulation or contract in effect

before the date of the enactment of this Act [Feb.
5, 1988], is or will within 1 year become eligible for
prepayment without prior approval of the Sec-
retary.
‘‘(2) The term ‘low income affordability restric-

tions’ means limits imposed by regulation or regu-
latory agreement on tenant rents, rent contributions,
or income eligibility in eligible low income housing.

‘‘(3) The terms ‘lower income families or persons’
and ‘very low-income families or persons’ mean fami-
lies or persons whose incomes do not exceed the re-
spective levels established for lower income families
and very low-income families under section 3(b)(2) of
the United States Housing Act of 1937 [42 U.S.C.
1437a(b)(2)].

‘‘(4) The term ‘moderate income families or per-
sons’ means families or persons whose incomes are
between 80 percent and 95 percent of median income
for the area, as determined by the Secretary with ad-
justments for smaller and larger families.

‘‘(5) The term ‘owner’ means the current or subse-
quent owner or owners of eligible low income hous-
ing.
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‘‘(6) The term ‘Secretary’ means the Secretary of
Housing and Urban Development.

‘‘(7) The term ‘termination of low income afford-
ability restrictions’ means any elimination or relax-
ation of low income affordability restrictions (other
than those permitted under an approved plan of ac-
tion under section 225(b)).

‘‘SEC. 234. REGULATIONS.
‘‘The Secretary shall issue final regulations to carry

out this subtitle not later than 60 days after the date
of the enactment of this Act [Feb. 5, 1988]. The Sec-
retary shall provide for the regulations to take effect
not later than 45 days after the date on which the regu-
lations are issued.

‘‘SEC. 235. EFFECTIVE DATE.
‘‘The requirements of this subtitle shall apply to any

project that is eligible low income housing on or after
November 1, 1987.’’

[Pub. L. 101–494, § 2(b), Oct. 31, 1990, 104 Stat. 1185, pro-
vided that: ‘‘If the Cranston-Gonzalez National Afford-
able Housing Act [Pub. L. 101–625, which was approved
Nov. 28, 1990] is enacted on or after October 31, 1990, this
section [amending section 203(a) of Pub. L. 100–242 set
out above] shall be deemed to have taken effect on Oc-
tober 30, 1990.’’

NEHEMIAH HOUSING OPPORTUNITY GRANTS

Title VI (§§ 601–613) of Pub. L. 100–242, Feb. 5, 1988, 101
Stat. 1951, as amended by Pub. L. 102–139, title II, Oct.
28, 1991, 105 Stat. 759; Pub. L. 102–550, title I, § 183, Oct.
28, 1992, 106 Stat. 3738, established the Nehemiah Hous-
ing Opportunity Fund to provide assistance in the form
of grants to nonprofit organizations for the construc-
tion, rehabilitation, and financing of housing for fami-
lies not otherwise able to afford homeownership. Pub.
L. 101–625, title II, § 289(a)(3), (b), Nov. 28, 1990, 104 Stat.
4128, which is classified to section 12839(a)(3), (b) of
Title 42, The Public Health and Welfare, provided that,
except with respect to projects and programs for which
binding commitments have been entered into prior to
Oct. 1, 1991, no new grants or loans be made after Oct.
1, 1991, under title VI of Pub. L. 100–242, and effective
Oct. 1, 1991, title VI of Pub. L. 100–242 is repealed.

LIMITATION ON NUMBER OF DWELLING UNITS WITH
MORTGAGES NOT PROVIDING FOR COMPLETE AMORTI-
ZATION

For limitation on the number of dwelling units with
mortgages not providing for complete amortization
pursuant to authority granted by amendment to sub-
sec. (d)(6) by section 446 of Pub. L. 98–181, see section
446(f) of Pub. L. 98–181, set out as a note under section
1713 of this title.

AMENDMENTS TO PROVISIONS FOR FAMILY UNIT LIMITS
ON RENTAL HOUSING; EQUITABLE APPLICATION OF
SUCH AMENDMENTS OR PRE-AMENDMENT PROVISIONS
TO PROJECTS SUBMITTED FOR CONSIDERATION PRIOR
TO SEPTEMBER 2, 1964

Equitable application of amendment to subsec. (d)(3)
(ii), (4)(ii) of this section by section 107(d)(1), (2) of Pub.
L. 88–560 or pre-amendment provisions to projects sub-
mitted for consideration prior to Sept. 2, 1964, see sec-
tion 107(g) of Pub. L. 88–560, set out as a note under sec-
tion 1713 of this title.

TAXATION OF INTEREST PAID ON OBLIGATIONS SECURED
BY INSURED MORTGAGE AND ISSUED BY PUBLIC AGENCY

Section 319(b) of Pub. L. 93–383, as amended by Pub.
L. 99–514, § 2, Oct. 22, 1986, 100 Stat. 2095, provided that:
‘‘With respect to any obligation secured by a mortgage
which is insured under section 221(d)(3) of the National
Housing Acts [subsec. (d)(3) of this section] and issued
by a public agency as mortgagor in connection with the
financing of a project assisted under section 8 of the
United States Housing Act of 1937 [section 1437f of title
42], the interest paid on such obligation shall be in-
cluded in gross income for purposes of chapter 1 of the
Internal Revenue Code of 1986 [chapter 1 of title 26].’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1701s, 1701u,
1701z–4, 1701z–11, 1709, 1712a, 1713, 1715c, 1715m, 1715n,
1715o, 1715r, 1715w, 1715z, 1715z–1, 1715z–1a, 1715z–2,
1715z–6, 1717, 1731b, 1735b, 1831q, 4119 of this title; title 26
sections 32, 42, 1250; title 40 section 14503; title 42 sec-
tions 1452b, 2982c, 4851b, 8011, 8231, 11905, 12742, 12785,
13641, 13664.

§ 1715m. Mortgage insurance for servicemen

(a) Purpose; housing certificates
The purpose of this section is to aid in the pro-

vision of housing accommodations for service-
men in the armed forces of the United States
and their families, servicemen in the United
States Coast Guard and their families, and serv-
icemen in the United States National Oceanic
and Atmospheric Administration and their fami-
lies by supplementing the insurance of mort-
gages under section 1709 of this title with a sys-
tem of mortgage insurance specially designed to
assist the financing required for the construc-
tion or purchase of dwellings by those persons.
As used in this section, a ‘‘serviceman’’ means a
person to whom the Secretary of Defense (or any
officer or employee designated by him), the Sec-
retary of Transportation (or any officer or em-
ployee designated by him), or the Secretary of
Commerce (or any officer or employee des-
ignated by him), as the case may be, has issued
a certificate hereunder indicating that such per-
son requires housing, is serving on active duty
in the armed forces of the United States, in the
United States Coast Guard, or in the United
States National Oceanic and Atmospheric Ad-
ministration and has served on active duty for
more than two years, but a certificate shall not
be issued hereunder to any person ordered to ac-
tive duty for training purposes only. The Sec-
retary of Defense, the Secretary of Transpor-
tation, and the Secretary of Commerce, respec-
tively, are authorized to prescribe rules and reg-
ulations governing the issuance of such certifi-
cates and may withhold issuance of more than
one such certificate to a serviceman whenever in
his discretion issuance is not justified due to
circumstances resulting from military assign-
ment, or, in the case of the United States Coast
Guard or the United States National Oceanic
and Atmospheric Administration, other assign-
ment.
(b) Eligibility of mortgage for insurance

To be eligible for insurance under this section
a mortgage shall—

(1) meet the requirements of section 1709(b),
1709(i), 1715l(d)(2), or 1715y(c) of this title, ex-
cept as such requirements are modified by this
section;

(2) involve a dwelling designed principally
for a one-family residence or a one-family unit
in a condominium project;

(3) have a principal obligation not in excess
of the sum of (i) 97 per centum of $25,000 of the
appraised value of the property as of the date
the mortgage is accepted for insurance, and
(ii) 95 per centum of such value in excess of
$25,000; and

(4) be executed by a mortgagor who at the
time of application for insurance is certified
as a ‘‘serviceman’’ and who at the time of in-
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1 So in original. Probably should be ‘‘mortgagee’’.
2 See References in Text note below.

surance is the owner of the property and ei-
ther occupies the property as a principal resi-
dence or certifies that his failure to do so is
the result of his military assignment, or, in
the case of the United States Coast Guard or
the United States National Oceanic and At-
mospheric Administration, other assignment.

(c) Manner of acceptance; payment of premiums
The Secretary may prescribe the manner in

which a mortgage may be accepted for insurance
under this section. Premiums fixed by the Sec-
retary under section 1709 of this title with re-
spect to, or payable during, the period of owner-
ship by a serviceman of the property involved
shall not be payable by the mortgage 1 but shall
be paid not less frequently than once each year,
upon request of the Secretary to the Secretary
of Defense, the Secretary of Transportation, or
the Secretary of Commerce, as the case may be,
from the respective appropriations available for
pay and allowances of persons eligible for mort-
gage insurance under this section. As used here-
in, ‘‘the period of ownership by a serviceman’’
means the period, for which premiums are fixed,
prior to the date that the Secretary of Defense
(or any officer or employee or other person des-
ignated by him), the Secretary of Transpor-
tation (or any officer or employee or other per-
son designated by him), or the Secretary of
Commerce (or any officer or employee or other
person designated by him), as the case may be,
furnishes the Secretary with a certification that
such ownership (as defined by the Secretary),
has terminated.

(d) Entitlement of mortgagee to benefits
Any mortgagee under a mortgage insured

under this section is entitled to the benefits of
the insurance as provided in section 1710(a) of
this title with respect to mortgages insured
under section 1709 of this title.

(e) Applicability of other provisions
The provisions of subsections (b), (c), (d), (e),

(f), (g), (h),2 (j), and (k) 2 of section 1710 of this
title shall apply to mortgages insured under this
section, except that as applied to those mort-
gages (1) all references to the Fund, or Mutual
Mortgage Insurance Fund, shall refer to the
General Insurance Fund, and (2) all references to
section 1709 of this title shall refer to this sec-
tion.

(f) Transfer of insurance on mortgages covering
single-family dwellings or one-family units in
condominium projects if mortgage is as-
sumed by serviceman

The Secretary is authorized to transfer to this
section the insurance on any mortgage covering
a single-family dwelling or a one-family unit in
a condominium project insured under this chap-
ter, if the mortgage indebtedness thereof has
been assumed by a serviceman who at the time
of assumption is the owner of the property and
either occupies the property as a principal resi-
dence or certifies that his failure to do so is the
result of his military assignment, or, in the case
of the United States Coast Guard or the United

States National Oceanic and Atmospheric Ad-
ministration, other assignment.
(g) Extension of period of ownership where serv-

iceman dies while on active duty
Where a serviceman dies while on active duty

in the armed forces of the United States or in
the United States Coast Guard or in the United
States National Oceanic and Atmospheric Ad-
ministration, leaving a surviving widow as
owner of the property, the period of ownership
by the serviceman (within the meaning of sub-
section (c) of this section) shall extend for two
years beyond the date of the serviceman’s death
or until the date the widow disposes of the prop-
erty, whichever date occurs first. The Secretary
of Defense or the Secretary of Transportation,
or the Secretary of Commerce, as the case may
be, shall notify such widow promptly following
the serviceman’s death of the additional costs to
be borne by the mortgagor following termi-
nation of the two-year period.

(June 27, 1934, ch. 847, title II, § 222, as added
Aug. 2, 1954, ch. 649, title I, § 124, 68 Stat. 603;
amended Pub. L. 85–104, title I, §§ 103, 112, July
12, 1957, 71 Stat. 296, 297; Pub. L. 86–372, title I,
§§ 111, 116(b), Sept. 23, 1959, 73 Stat. 661, 664; Pub.
L. 88–560, title I, § 115, Sept. 2, 1964, 78 Stat. 779;
Pub. L. 89–117, title II, § 212, title XI, § 1108(j),
Aug. 10, 1965, 79 Stat. 470, 505; Pub. L. 90–19,
§ 1(a)(3), May 25, 1967, 81 Stat. 17; Pub. L. 90–448,
title III, § 301, Aug. 1, 1968, 82 Stat. 505; Pub. L.
91–152, title I, §§ 102(c), 105, 113(f), Dec. 24, 1969, 83
Stat. 380, 381, 384; Pub. L. 91–621, § 7(b), Dec. 31,
1970, 84 Stat. 1865; Pub. L. 93–383, title III,
§§ 302(d), 310(c), Aug. 22, 1974, 88 Stat. 676, 682;
Pub. L. 95–128, title III, §§ 303(d), 304(c), Oct. 12,
1977, 91 Stat. 1132, 1133; Pub. L. 96–153, title III,
§ 312(c), Dec. 21, 1979, 93 Stat. 1116; Pub. L. 96–399,
title III, § 336(c), Oct. 8, 1980, 94 Stat. 1654; Pub.
L. 100–242, title IV, § 406(b)(14), Feb. 5, 1988, 101
Stat. 1901.)

REFERENCES IN TEXT

The General Insurance Fund, referred to in text, was
established by section 1735c of this title.

Subsection (h) of section 1710 of this title, referred to
in subsec. (e), was redesignated subsec. (i) by Pub. L.
105–276, title VI, § 602(1), Oct. 21, 1998, 112 Stat. 2674.

Subsection (k) of section 1710 of this title, referred to
in subsec. (e), was repealed by Pub. L. 105–276, title VI,
§ 601(c), Oct. 21, 1998, 112 Stat. 2673.

CODIFICATION

The text reading ‘‘servicemen in the armed forces of
the United States and their families, servicemen in the
United States Coast Guard and their families, and serv-
icemen in the United States National Oceanic and At-
mospheric Administration and their families’’ read in
subsec. (a) as amended by Pub. L. 91–621 ‘‘servicemen in
the armed forces of the United States Coast Guard and
their families, and servicemen in the United States Na-
tional Oceanic and Atmospheric Administration and
their families’’ and expresses the Congressional intent
as manifest in the legislative history.

AMENDMENTS

1988—Subsecs. (b)(4), (f). Pub. L. 100–242 inserted ‘‘as a
principal residence’’ after ‘‘occupies the property’’.

1980—Subsec. (b)(2). Pub. L. 96–399 substituted provi-
sions relating to dwelling designed principally for a
one-family residence or a one-family unit in a con-
dominium project, for provisions setting forth maxi-
mum dollar amounts for the principal obligation in-
volved.
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1979—Subsec. (b)(2). Pub. L. 96–153 substituted
‘‘$67,500’’ for ‘‘$60,000’’.

1977—Subsec. (b). Pub. L. 95–128 substituted ‘‘$60,000’’
for ‘‘$45,000’’ in par. (2) and ‘‘and (ii) 95 per centum of
such value in excess of $25,000’’ for ‘‘(ii) 90 per centum
of such value in excess of $25,000 but not in excess of
$35,000, and (iii) 80 per centum of such value in excess
of $35,000’’ in par. (3).

1974—Subsec. (b)(2). Pub. L. 93–383, § 302(d), sub-
stituted ‘‘$45,000’’ for ‘‘$33,000’’.

Subsec. (b)(3). Pub. L. 93–383, § 310(c), in cl. (i) sub-
stituted ‘‘$25,000’’ for ‘‘$15,000’’, in cl. (ii) substituted
‘‘$25,000’’ for ‘‘$15,000’’ and ‘‘$35,000’’ for ‘‘$25,000’’ and in
cl. (iii) substituted ‘‘80’’ for ‘‘85’’ and ‘‘$35,000’’ for
‘‘$25,000’’.

1970—Pub. L. 91–621 extended benefits accorded mem-
bers of the armed forces under this chapter with re-
spect to insurance of mortgages to servicemen in the
United States National Oceanic and Atmospheric Ad-
ministration, inserting references to such Administra-
tion and the Secretary of Commerce in subsecs. (a),
(b)(4), (c), (f), and (g) as the executive officer for effect-
ing such benefits.

1969—Subsec. (b)(1). Pub. L. 91–152, § 105, inserted ref-
erence to section 1715y(c) of this title.

Subsec. (b)(2). Pub. L. 91–152, § 113(f), substituted
‘‘$33,000’’ for ‘‘$30,000’’.

Subsec. (b)(3). Pub. L. 91–152, § 102(c), substituted
‘‘$25,000’’ for ‘‘$20,000’’ wherever appearing.

1968—Subsecs. (a), (c). Pub. L. 90–448, § 301(1), sub-
stituted ‘‘Secretary of Transportation’’ for ‘‘Secretary
of the Treasury’’ wherever appearing.

Subsecs. (f), (g). Pub. L. 90–448, § 301(2), added subsecs.
(f) and (g). A prior subsec. (f) was repealed by Pub. L.
89–117.

1967—Subsecs. (b)(2), (c). Pub. L. 90–19 substituted
‘‘Secretary’’ for ‘‘Commissioner’’ wherever appearing.

1965—Subsec. (b)(2). Pub. L. 89–117, § 212(1), substituted
‘‘$30,000’’ for ‘‘$20,000’’.

Subsec. (b)(3). Pub. L. 89–117, § 212(2), substituted pro-
visions prohibiting the mortgage to have a principal
obligation in excess of the sum of (i) 97 per centum of
$15,000 of the appraised value of the property as of the
date the mortgage is accepted for insurance, (ii) 90 per
centum of such value in excess of $15,000 but not in ex-
cess of $20,000, and (iii) 85 per centum of such value in
excess of $20,000 for provisions which prohibited the
mortgage to have a principal obligation in an amount
in excess of 95 per centum of the appraised value of the
property or such higher amount as may be derived by
applying the maximum ratio of loan to value pre-
scribed in section 1709(b)(2) of this title.

Subsec. (e). Pub. L. 89–117, § 1108(j)(1), substituted
‘‘General Insurance Fund’’ for ‘‘Servicemen’s Mortgage
Insurance Fund’’.

Subsec. (f). Pub. L. 89–117, § 1108(j)(2), repealed subsec.
(f) which created the Servicemen’s Mortgage Insurance
Fund, provided for transfer of funds thereto, and au-
thorized purchase and cancellation of debentures and
payment and credit of charges.

1964—Subsec. (b)(1). Pub. L. 88–560, § 115(1), inserted
reference to section 1715l(d)(2) of this title.

Subsec. (b)(2). Pub. L. 88–560, § 115(2), substituted ‘‘or
section 1715l(d)(2) of this title such principal obligation
shall not exceed the maximum limits prescribed for
such section’’ for ‘‘such principal obligation shall not
exceed $9,000’’.

1959—Subsec. (b)(1). Pub. L. 86–372, § 111(1), inserted
reference to section 1709(i) of this title.

Subsec. (b)(2). Pub. L. 86–372, § 111(2), substituted
‘‘$20,000, except that in the case of a mortgage meeting
the requirements of section 1709(i) of this title such
principal obligation shall not exceed $9,000’’ for
‘‘$17,100’’.

Subsec. (e). Pub. L. 86–372, § 116(b), inserted reference
to subsec. (k) of section 1710 of this title.

1957—Subsec. (b). Pub. L. 85–104, § 103, substituted cls.
(1), (2), and (3), for former provision which read: ‘‘In ad-
dition to mortgages insured under section 1709 of this
title, the Commissioner may, for the purpose of this

section, insure any mortgage under this section which
would be eligible for insurance under section 1709 of
this title, except that as to mortgages so insured the
maximum ratio of loan to value may, in the discretion
of the Commissioner, exceed the maximum ratio of
loan to value prescribed in said section but not to ex-
ceed in any event 95 per centum of the appraised value
of the property and not to exceed $17,100:’’, and which
designated former proviso as cl. (4).

Subsec. (e). Pub. L. 85–104, § 112, substituted ‘‘(h), and
(j) of section 1710 of this title’’ for ‘‘and (h) of section
1710 of this title’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–242 applicable only with
respect to mortgages insured pursuant to conditional
commitment issued on or after Feb. 5, 1988, or in ac-
cordance with direct endorsement program (24 CFR
200.163), if approved underwriter of mortgagee signs ap-
praisal report for property on or after Feb. 5, 1988, see
section 406(d) of Pub. L. 100–242, set out as a note under
section 1709 of this title.

TRANSFER OF FUNCTIONS

For transfer of authorities, functions, personnel, and
assets of the Coast Guard, including the authorities
and functions of the Secretary of Transportation relat-
ing thereto, to the Department of Homeland Security,
and for treatment of related references, see sections
468(b), 551(d), 552(d), and 557 of Title 6, Domestic Secu-
rity, and the Department of Homeland Security Reor-
ganization Plan of November 25, 2002, as modified, set
out as a note under section 542 of Title 6.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1709, 1715q of
this title; title 10 sections 2831, 2833.

§ 1715n. Miscellaneous mortgage insurance

(a) Projects covered
Notwithstanding any of the provisions of this

chapter and without regard to limitations upon
eligibility contained in any section or sub-
chapter of this chapter, other than the limita-
tion in section 1709(g) of this title, the Secretary
is authorized, upon application by the mortga-
gee, to insure or make commitments to insure
under any section or subchapter of this chapter
any mortgage—

(1) executed in connection with the sale by
the Government, or any agency or official
thereof, of any housing acquired or con-
structed under Public Law 849, Seventy-sixth
Congress, as amended; Public Law 781, Sev-
enty-sixth Congress, as amended; or Public
Laws 9, 73, or 353, Seventy-seventh Congress,
as amended (including any property acquired,
held, or constructed in connection with such
housing or to serve the inhabitants thereof);
or

(2) executed in connection with the sale by
the Secretary of Housing and Urban Develop-
ment, or by any public housing agency with
the approval of the Secretary, of any housing
(including any property acquired, held, or con-
structed in connection with such housing or to
serve the inhabitants thereof) owned or finan-
cially assisted pursuant to the provisions of
Public Law 671, Seventy-sixth Congress; or

(3) executed in connection with the sale by
the Government, or any agency or official
thereof, of any of the so-called Greenbelt
towns, or parts thereof, including projects, or
parts thereof, known as Greenhills, Ohio;
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Greenbelt, Maryland; and Greendale, Wiscon-
sin, developed under the Emergency Relief Ap-
propriation Act of 1935, or of any of the village
properties or employee’s housing under the ju-
risdiction of Tennessee Valley Authority, or of
any housing under the jurisdiction of the De-
partment of the Interior located within the
town area of Coulee Dam, Washington, ac-
quired by the United States for the construc-
tion, operation, and maintenance of Grand
Coulee Dam and its appurtenant works: Pro-
vided, That for the purpose of the application
of this subchapter to sales by the Secretary of
the Interior pursuant to subsections 3(b)(1)
and 3(b)(2) of the Coulee Dam Community Act
of 1957, the selling price of the property in-
volved shall be deemed to be the appraised
value, of any permanent housing under the ju-
risdiction of the Department of the Interior
constructed under the Boulder Canyon Project
Act of December 21, 1928, as amended and sup-
plemented [43 U.S.C. 617 et seq.] located within
the Boulder City municipal area: Provided,
That for purposes of the application of this
subchapter to sales by the Secretary of the In-
terior pursuant to subsections 3(b)(1) and
3(b)(2) of the Boulder City Act of 1958, the sell-
ing price of the property involved shall be
deemed to be the appraised value; or

(4) executed in connection with the sale by
the Government, or any agency or official
thereof, of any housing (including any prop-
erty acquired, held, or constructed in connec-
tion therewith or to serve the inhabitants
thereof) pursuant to the Atomic Energy Com-
munity Act of 1955, as amended [42 U.S.C. 2301
et seq.]: Provided, That such insurance shall be
issued without regard to any preferences or
priorities except those prescribed by this chap-
ter or the Atomic Energy Community Act of
1955, as amended; or

(5) executed in connection with the sale by a
State or municipality, or an agency, instru-
mentality, or political subdivision of either, of
a project consisting of any permanent housing
(including any property acquired, held, or con-
structed in connection therewith or to serve
the inhabitants thereof), constructed by or on
behalf of such State, municipality, agency, in-
strumentality, or political subdivision, for the
occupancy of veterans of World War II, or Ko-
rean veterans, their families, and others; or

(6) executed in connection with the first re-
sale, within two years from the date of its ac-
quisition from the Government, of any portion
of a project or property of the character de-
scribed in paragraphs (1), (2), (3), and (4) above;
or

(7) given to refinance an existing mortgage
insured under this chapter, or an existing
mortgage held by the Secretary that is subject
to a mortgage restructuring and rental assist-
ance sufficiency plan pursuant to the Multi-
family Assisted Housing Reform and Afford-
ability Act of 1997 (42 U.S.C. 1437f note), pro-
vided that—

(A) the principal amount of any such refi-
nancing mortgage shall not exceed the origi-
nal principal amount or the unexpired term
of such existing mortgage and shall bear in-
terest at such rate as may be agreed upon by

the mortgagor and the mortgagee, except
that (i) the principal amount of any such re-
financing mortgage may equal the outstand-
ing balance of an existing mortgage insured
pursuant to section 1715z–10 of this title, if
the amount of the monthly payment due
under the refinancing mortgage is less than
that due under the existing mortgage for the
month in which the refinancing mortgage is
executed; (ii) a mortgagee may not require a
minimum principal amount to be outstand-
ing on the loan secured by the existing mort-
gage; (iii) in any case involving the refinanc-
ing of a loan in which the Secretary deter-
mines that the insurance of a mortgage for
an additional term will inure to the benefit
of the applicable insurance fund, taking into
consideration the outstanding insurance li-
ability under the existing insured mortgage,
such refinancing mortgage may have a term
not more than twelve years in excess of the
unexpired term of such existing insured
mortgage; and (iv) any multifamily mort-
gage that is refinanced under this paragraph
shall be documented through amendments to
the existing insurance contract and shall not
be structured through the provisions of a
new insurance contract; and

(B) a mortgage of the character described
in paragraphs (1) through (6) of this sub-
section shall have a maturity and a prin-
cipal obligation not in excess of the maxi-
mums prescribed under the applicable sec-
tion or subchapter of this chapter, except
that in no case may the principal obligation
of a mortgage referred to in paragraph (5) of
this subsection exceed 90 per centum of the
appraised value of the mortgaged property,
and shall bear interest at such rate as may
be agreed upon by the mortgagor and the
mortgagee;

(C) a mortgage that is subject to a mort-
gage restructuring and rental assistance suf-
ficiency plan pursuant to the Multifamily
Assisted Housing Reform and Affordability
Act of 1997 (42 U.S.C. 1437f note) and is refi-
nanced under this paragraph may have a
term of not more than 30 years; or

(8) executed in connection with the sale by
the Government of any housing acquired pur-
suant to section 1013 of the Demonstration
Cities and Metropolitan Act of 1966 [42 U.S.C.
3374].

(b) Insurance of mortgages given to refinance
mortgages covering existing property or
projects in urban renewal areas

Notwithstanding any of the provisions of this
subchapter and without regard to limitations
upon eligibility contained in section 1715l of this
title, the Secretary may in his discretion insure
under section 1715l(d)(3) of this title any mort-
gage executed by a mortgagor of the character
described therein where such mortgage is given
to refinance a mortgage covering an existing
property or project (other than a one- to four-
family structure) located in an urban renewal
area, if the Secretary finds that such insurance
will facilitate the occupancy of dwelling units in
the property or project by families of low or
moderate income or families displaced from an
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urban renewal area or displaced as a result of
governmental action.
(c) Insurance of certain assigned mortgages

The Secretary shall also have authority to in-
sure under this chapter any mortgage assigned
to the Secretary in connection with payment
under a contract of mortgage insurance or exe-
cuted in connection with the sale by the Sec-
retary, including a sale through another entity
acting under authority of the fourth sentence of
section 1710(g) of this title, of any property ac-
quired under any section or subchapter of this
chapter without regard to any limitations or re-
quirements contained in this chapter upon the
eligibility of the mortgage, upon the payment of
insurance premiums, or upon the terms and con-
ditions of insurance settlement and the benefits
of the insurance to be included in such settle-
ment.
(d) Insurance of loans made to cover operating

losses of certain projects having existing
mortgages insured by Secretary

(1) Notwithstanding any other provision of
this chapter, the Secretary is authorized to in-
sure loans made to cover the operating losses of
certain projects that have existing project mort-
gages insured by the Secretary. Insurance under
this subsection shall be in the Secretary’s dis-
cretion and upon such terms and conditions as
the Secretary may prescribe, and shall be pro-
vided in accordance with the provisions of this
subsection. For purposes of this subsection, the
term ‘‘operating loss’’ means the amount by
which the sum of the taxes, interest on the
mortgage debt, mortgage insurance premiums,
hazard insurance premiums, and the expense of
maintenance and operation of the project cov-
ered by the mortgage, exceeds the income of the
project.

(2) To be eligible for insurance pursuant to
this paragraph—

(A) the existing project mortgage (i) shall
have been insured by the Secretary at any
time before or after February 5, 1988; and (ii)
shall cover any property, other than a prop-
erty upon which there is located a 1- to 4-fam-
ily dwelling;

(B) the operating loss shall have occurred
during the first 24 months after the date of
completion of the project, as determined by
the Secretary; and

(C) the loan shall be in an amount not ex-
ceeding the operating loss.

(3) To be eligible for insurance pursuant to
this paragraph—

(A) the existing project mortgage (i) shall
have been insured by the Secretary at any
time before or after February 5, 1988; (ii) shall
cover any property, other than a property
upon which there is located a 1- to 4-family
dwelling; and (iii) shall not cover a subsidized
project, as defined by the Secretary;

(B) the loan shall be in an amount not ex-
ceeding 80 percent of the unreimbursed cash
contributions made on or after March 18, 1987,
by the project owner for the use of the project,
during any period of consecutive months (not
exceeding 24 months) in the first 10 years after
the date of completion of the project, as deter-

mined by the Secretary, except that in no
event may the amount of the loan exceed the
operating loss during such period;

(C) the loan shall be made within 10 years
after the end of the period of consecutive
months referred to in the preceding subpara-
graph; and

(D) the project shall meet all applicable un-
derwriting and other requirements of the Sec-
retary at the time the loan is to be made.

(4) Any loan insured pursuant to this sub-
section shall (A) bear interest at such rate as
may be agreed upon by the mortgagor and mort-
gagee; (B) be secured in such manner as the Sec-
retary shall require; (C) be limited to a term not
exceeding the unexpired term of the original
mortgage; and (D) be insured under the same
section as the original mortgage. The Secretary
may provide insurance pursuant to paragraph (2)
or (3), or pursuant to both such paragraphs, in
connection with an existing project mortgage,
except that the Secretary may not provide in-
surance pursuant to both such paragraphs in
connection with the same period of months re-
ferred to in paragraphs (2)(B) and (3)(B). The
Secretary is authorized to collect a premium
charge for insurance of loans pursuant to this
subsection in any amount computed at the same
premium rate as is applicable to the original
mortgage. This premium shall be payable in
cash or in debentures of the insurance fund
under which the loan is insured at par plus ac-
crued interest. In the event of a failure of the
borrower to make any payment due under such
loan or under the original mortgage, both the
loan and original mortgage shall be considered
in default, and if such default continues for a pe-
riod of thirty days, the lender shall be entitled
to insurance benefits, computed in the same
manner as for the original mortgage, except
that in determining the interest rate under sec-
tion 1715o of this title for the debentures rep-
resenting the portion of the claim applicable to
the loan, the date of the commitment to insure
the loan and the insurance date of the loan shall
be taken into consideration rather than the
commitment or insurance date for the original
mortgage.

(5) A loan involving a project covered by a
mortgage insured under section 1715e of this
title that is the obligation of the Cooperative
Management Housing Insurance Fund shall be
the obligation of such fund, and loans involving
projects covered by a mortgage insured under
section 1715z–1 of this title or under any section
of this subchapter pursuant to subsection (e) of
this section shall be the obligation of the Spe-
cial Risk Insurance Fund.

(6) In determining the amount of an operating
loss loan to be insured pursuant to this sub-
section, the Secretary shall not reduce such
amount solely to reflect any amounts placed in
escrow (at the time the existing project mort-
gage was insured) for initial operating deficits.
If an operating loss loan was insured by the Sec-
retary pursuant to this subsection before Octo-
ber 28, 1992, and was reduced solely to reflect the
amount placed in escrow for initial operating
deficits, the Secretary shall insure, to the ex-
tent of the availability of insurance authority
provided in appropriation Acts, an increase in
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1 See References in Text note below.

the existing loan or a separate loan, in an
amount equal to the lesser of (A) the maximum
amount permitted under this subsection and the
applicable underwriting requirements estab-
lished by the Secretary and in effect at the time
the loan is to be made, or (B) the amount of the
escrow for initial operating deficits.
(e) Insurance of mortgages executed in connec-

tion with repair, rehabilitation, construction,
or purchase of property in older, declining
urban areas

Notwithstanding any of the provisions of this
chapter except section 1715c of this title, and
without regard to limitations upon eligibility
contained in any section of this subchapter or
subchapter IX–B of this chapter, other than the
limitation in section 1709(g) of this title, the
Secretary is authorized, upon application by the
mortgagee, to insure under any section of this
subchapter or subchapter IX–B of this chapter a
mortgage executed in connection with the re-
pair, rehabilitation, construction, or purchase of
property located in an older, declining urban
area in which the conditions are such that one
or more of the eligibility requirements applica-
ble to the section or subchapter under which in-
surance is sought could not be met if the Sec-
retary finds that (1) the area is reasonably via-
ble, giving consideration to the need for provid-
ing adequate housing or group practice facilities
for families of low and moderate income in such
area, and (2) the property is an acceptable risk
in view of such consideration. The insurance of
a mortgage pursuant to this subsection shall be
the obligation of the Special Risk Insurance
Fund.
(f) Insurance of mortgages executed in connec-

tion with purchase or refinancing of existing
multifamily housing project; refinancing of
existing debt of existing hospital, or pur-
chase or refinancing of rental rehabilitated
property; terms and conditions, etc.

(1) Notwithstanding any of the provisions of
this chapter, the Secretary is authorized, in his
discretion, to insure under any section of this
subchapter a mortgage executed in connection
with the purchase of refinancing of an existing
multifamily housing project or the refinancing
of existing debt of an existing hospital (or exist-
ing nursing home, existing assisted living facil-
ity, existing intermediate care facility, existing
board and care home, or any combination there-
of).

(2) In the case of the purchase or refinancing
under this subsection of a multifamily housing
project located in an older, declining urban area,
the Secretary shall make available an amount
not to exceed $30,000,000 of available purchase
authority pursuant to section 1720 1 of this title
to reduce interest rates on low- and moderate-
income rental housing in projects having 100
units or less which otherwise could not support
refinancing and moderate rehabilitation without
causing excessive rent burdens on current ten-
ants due to rent increases. The Secretary shall
prescribe such terms and conditions as he deems
necessary to assure that—

(A) the refinancing is used to lower the
monthly debt service only to the extent nec-

essary to assure the continued economic via-
bility of the project, taking into account any
rent reductions to be implemented by the
mortgagor; and

(B) during the mortgage term no rental in-
creases shall be made except those which are
necessary to offset actual and reasonable oper-
ating expense increases or other necessary ex-
pense increases and maintain reasonable profit
levels approved by the Secretary.

(3) For all insurance authorized by this sub-
section and provided pursuant to a commitment
entered into after October 8, 1980, the Secretary
may not accept an offer to prepay or request re-
financing of a mortgage secured by rental hous-
ing unless the Secretary takes appropriate ac-
tion that will obligate the borrower (and succes-
sors in interest thereof) to utilize the property
as a rental property for a period of five years
from the date on which the insurance was pro-
vided (twenty years in the case of any such
mortgage purchased under section 1720 1 of this
title) unless the Secretary finds that—

(A) the conversion of the property to a coop-
erative, or condominium form of ownership is
sponsored by a bona fide tenants’ organization
representing a majority of the households in
the project;

(B) continuance of the property as rental
housing is clearly unnecessary to assure ade-
quate rental housing opportunities for low-
and moderate-income people in the commu-
nity; or

(C) continuance of the property as rental
housing would have an undesirable and delete-
rious effect on the surrounding neighborhood.

(4) In the case of refinancing of an existing
hospital (or existing nursing home, existing as-
sisted living facility, existing intermediate care
facility, existing board and care home, or any
combination thereof) the Secretary shall pre-
scribe such terms and conditions as the Sec-
retary deems necessary to assure that—

(A) the refinancing is employed to lower the
monthly debt service costs (taking into ac-
count any fees or charges connected with such
refinancing) of such existing hospital (or exist-
ing nursing home, existing assisted living fa-
cility, existing intermediate care facility, ex-
isting board and care home, or any combina-
tion thereof);

(B) the proceeds of any refinancing will be
employed only to retire the existing indebted-
ness and pay the necessary cost of refinancing
on such existing hospital (or existing nursing
home, existing assisted living facility, existing
intermediate care facility, existing board and
care home, or any combination thereof);

(C) such existing hospital (or existing nurs-
ing home, existing assisted living facility, ex-
isting intermediate care facility, existing
board and care home, or any combination
thereof) is economically viable; and

(D) the applicable requirements for certifi-
cates, studies, and statements of section 1715w
of this title (for the existing nursing home, ex-
isting assisted living facility, intermediate
care facility, board and care home, or any
combination thereof, proposed to be refi-
nanced) or of section 1715z–7 of this title (for
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the existing hospital proposed to be refi-
nanced) have been met.

(5) In the case of any purchase or refinancing
under this subsection involving property to be
rehabilitated or developed under section 1437o 1

of title 42, the Secretary may—
(A) include rehabilitation or development

costs of not to exceed $20,000 per unit, except
that the Secretary may increase such amount
by not to exceed 25 per centum for specific
properties where cost levels so require;

(B) permit subordinated liens securing up to
the full amount of mortgage financing pro-
vided by State or local governments or agen-
cies thereof; and

(C) pay such benefits in cash unless the
mortgagee submits a written request for de-
benture payment.

(g) Insurance of mortgages covering multifamily
housing projects including units not self-con-
tained

Notwithstanding any other provisions of this
chapter, the Secretary may, in his discretion,
insure a mortgage covering a multifamily hous-
ing project including units which are not self-
contained.

(June 27, 1934, ch. 847, title II, § 223, as added
Aug. 2, 1954, ch. 649, title I, § 125, 68 Stat. 605;
amended Aug. 4, 1955, ch. 543, ch. 11, § 201, 69
Stat. 484; Aug. 11, 1955, ch. 783, title I, § 102(k), 69
Stat. 636; Pub. L. 85–104, title I, § 114, July 12,
1957, 71 Stat. 298; Pub. L. 85–240, § 4, Aug. 30, 1957,
71 Stat. 528; Pub. L. 85–900, § 12, Sept. 2, 1958, 72
Stat. 1735; Pub. L. 87–70, title I, § 101(d), title VI,
§ 612(h), June 30, 1961, 75 Stat. 154, 182; Pub. L.
88–560, title I, § 116, Sept. 2, 1964, 78 Stat. 779;
Pub. L. 89–117, title I, § 108(e), title II, § 213, Aug.
10, 1965, 79 Stat. 461, 471; Pub. L. 89–754, title X,
§ 1013(h), Nov. 3, 1966, 80 Stat. 1292; Pub. L. 90–19,
§ 1(a)(3), (h), May 25, 1967, 81 Stat. 17, 18; Pub. L.
90–448, title I, § 103(a), title III, § 312, Aug. 1, 1968,
82 Stat. 486, 510; Pub. L. 91–152, title IV, § 418(c),
(d), Dec. 24, 1969, 83 Stat. 402; Pub. L. 93–383, title
III, § 311(a), Aug. 22, 1974, 88 Stat. 683; Pub. L.
95–557, title III, § 326, Oct. 31, 1978, 92 Stat. 2104;
Pub. L. 96–399, title III, § 327, Oct. 8, 1980, 94 Stat.
1650; Pub. L. 97–35, title III, § 339B(b), Aug. 13,
1981, 95 Stat. 417; Pub. L. 98–181, title III, § 303(b),
Nov. 30, 1983, 97 Stat. 1207; Pub. L. 98–479, title II,
§ 204(a)(7), Oct. 17, 1984, 98 Stat. 2232; Pub. L.
100–242, title IV, §§ 406(b)(15), (16), 408(a), 409(a),
(b), 419(b), 427, 429(d), Feb. 5, 1988, 101 Stat. 1901,
1903, 1913, 1916, 1918; Pub. L. 102–550, title V,
§§ 510, 511(f), Oct. 28, 1992, 106 Stat. 3784, 3786;
Pub. L. 103–327, title II, Sept. 28, 1994, 108 Stat.
2316; Pub. L. 105–276, title VI, § 601(e), Oct. 21,
1998, 112 Stat. 2674; Pub. L. 107–116, title VI, § 615,
Jan. 10, 2002, 115 Stat. 2225.)

REFERENCES IN TEXT

Public Law 849, Seventy-sixth Congress, as amended,
referred to in subsec. (a)(1), is act Oct. 14, 1940, ch. 862,
54 Stat. 1125, as amended, known as the ‘‘Lanham Pub-
lic War Housing Act’’, which is classified generally to
subchapters II to VII (§§ 1521 et seq., 1531 et seq., 1541
et seq., 1561 et seq., 1571 et seq., and 1581 et seq.) of
chapter 9 of Title 42, The Public Health and Welfare.
For complete classification of this Act to the Code, see
Short Title note set out under section 1501 of Title 42
and Tables.

Public Laws 9, 73, and 353, Seventy-seventh Congress,
referred to in subsec. (a)(1), refer to the following acts,

respectively: Public Law 9, Urgent Deficiency Appro-
priation Act, 1941, act Mar. 1, 1941, ch. 9, 55 Stat. 14;
Public Law 73, Additional Urgent Deficiency Appro-
priation Act, 1941, act May 24, 1941, ch. 132, 55 Stat. 197;
and Public Law 353, Third Supplemental National De-
fense Appropriation Act, 1942, act Dec. 17, 1941, ch. 591,
55 Stat. 810. These three acts appropriated a total of
$320,000,000 to the President for the purpose of providing
housing necessary because of national defense activi-
ties and conditions arising out of World War II. These
provisions were not classified to the code, although all
three acts are cited in a ‘‘Prior Additional Appropria-
tions’’ note under section 1523 of Title 42.

Public Law 671, Seventy-sixth Congress, referred to in
subsec. (a)(2), is act June 28, 1940, ch. 440, 54 Stat. 676,
as amended. Provisions of the Act relating to housing
are contained in title II, which is classified generally to
subchapter I (§ 1501 et seq.) of chapter 9 of Title 42. For
complete classification of this Act to the Code, see
Tables.

The Emergency Relief Appropriation Act of 1935, re-
ferred to in subsec. (a)(3), is Joint Res. Apr. 8, 1935, ch.
48, 49 Stat. 115. It was temporary legislation, and was
formerly set out in a note in former chapter 16 of Title
15, Commerce and Trade. See notes under former sec-
tions 721 to 728 of that title.

Subsections 3(b)(1) and 3(b)(2) of the Coulee Dam
Community Act of 1957 [Pub. L. 85–240, Aug. 30, 1957, 71
Stat. 524], referred to in subsec. (a)(3), are set out in a
note under section 835c of Title 16, Conservation.

The Boulder Canyon Project Act of December 21, 1928,
as amended and supplemented, referred to in subsec.
(a)(3), is act Dec. 21, 1928, ch. 42, 45 Stat. 1057, as amend-
ed, which is classified generally to subchapter I (§ 617 et
seq.) of chapter 12A of Title 43, Public Lands. For com-
plete classification of this Act to the Code, see section
617t of Title 43 and Tables.

Subsections 3(b)(1) and 3(b)(2) of the Boulder City Act
of 1958 [Pub. L. 85–900, Sept. 2, 1958, 72 Stat. 1726], re-
ferred to in subsec. (a)(3), are not classified to the Code.
Subsections (a) to (d) of section 3 read as follows:

‘‘(a) The Secretary is authorized to sell such dwelling
houses, duplex houses or units thereof, and garages,
with furniture, fixtures, and appurtenances, as are
owned by the United States within the Boulder City
municipal area and are not needed in connection with
the administration, operation, and maintenance of Fed-
eral activities located within or near the Boulder City
municipal area.

‘‘(b) Except in the case of property determined to be
substandard under subsection (c) of this section, the
following system of priority shall be established with
respect to property authorized to be sold under sub-
section (a) of this section:

‘‘(1) Persons employed by the Federal Government
within or near the Boulder City municipal area (and
surviving spouses of such persons who have not remar-
ried) who are tenants in Federal housing in Boulder
City shall be offered the opportunity to purchase the
property in which they are tenants at the appraised
value as established under subsection (d) of this sec-
tion. This right of priority shall expire unless notice of
intent to purchase has been received by the Secretary
before the expiration of sixty days after the date on
which the property has been offered for sale, and shall
be deemed abandoned unless before the expiration of
sixty days after the Secretary’s tender of the instru-
ment of transfer the prospective purchaser concludes
the sale;

‘‘(2) Persons employed by the Federal Government
within or near the Boulder City municipal area may
apply to purchase housing not purchased under sub-
section (b)(1) of this section. Applicants to purchase
shall be placed in order of opportunity to choose pursu-
ant to a public drawing, but spouses of such applicants
shall not be entitled to apply. Sales shall be made at
the appraised value as established under subsection (d)
of this section and selections and purchases by success-
ful applicants shall be concluded within limits of time
to be established by the Secretary. A purchase under
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subsection (b)(1) or (b)(2) of this section shall render
the purchaser and any spouse of such purchaser ineli-
gible thereafter to purchase under subsection (b)(1) or
(b)(2); and

‘‘(3) Property subject to disposal under this section
and not sold pursuant to subsections (b)(1) and (b)(2) of
this section shall be opened to bids from the general
public, and shall be sold to the highest responsible bid-
der.

‘‘In the event that incorporation of the municipality
shall be effected within four years after the date of this
Act, persons purchasing housing under this subsection
or their successors, assigns, or legal representatives,
shall be entitled to a reduction in the purchase price
(or rebate as appropriate) of 10 per centum: Provided,
That no person who has purchased a house under the
Act of May 25, 1948 (62 Stat. 268), shall be eligible for
such reduction.

‘‘(c) Where the Secretary determines that property
authorized to be sold under subsection (a) of this sec-
tion is substandard, he shall sell such property only for
off-site use, such property to be opened to bids from the
general public for sale to the highest responsible bid-
der.

‘‘(d) The appraised value of all property to be sold
under subsections (b)(1) and (b)(2) of this section, and of
all lots leased or to be leased by the United States for
the purpose of maintaining, locating, or erecting per-
manent structures thereon, shall be determined by an
appraiser or appraisers to be designated by the Admin-
istrator of Housing and Home Finance Agency at the
request of the Secretary. Said appraisals shall be made
promptly after the date of this Act, or immediately
prior to the granting of any lease of lands not pre-
viously appraised, as the case may be. The representa-
tives of the Boulder City community, as determined by
the Secretary, shall be granted an opportunity to offer
advice in connection with [sic] such appraisals.’’

The Atomic Energy Community Act of 1955, as
amended, referred to in subsec. (a)(4), is act Aug. 4,
1955, ch. 543, 69 Stat. 472, as amended, which is classified
principally to chapter 24 (§ 2301 et seq.) of Title 42, The
Public Health and Welfare. For complete classification
of this Act to the Code, see Short Title note set out
under section 2301 of Title 42 and Tables.

The Multifamily Assisted Housing Reform and Af-
fordability Act of 1997, referred to in subsec. (a)(7), is
title V of Pub. L. 105–65, Oct. 27, 1997, 111 Stat. 1384. For
complete classification of this Act to the Code, see
Short Title of 1997 Amendment note set out under sec-
tion 1701 of this title and Tables.

Section 1720 of this title, referred to in subsec. (f)(2),
(3), was repealed by Pub. L. 98–181, title IV, § 483(a),
Nov. 30, 1983, 97 Stat. 1240.

Section 1437o of title 42, referred to in subsec. (f)(5),
was repealed by Pub. L. 101–625, title II, § 289(b), Nov. 28,
1990, 104 Stat. 4128.

AMENDMENTS

2002—Subsec. (a)(7). Pub. L. 107–116, § 615(1), sub-
stituted ‘‘under this chapter, or an existing mortgage
held by the Secretary that is subject to a mortgage re-
structuring and rental assistance sufficiency plan pur-
suant to the Multifamily Assisted Housing Reform and
Affordability Act of 1997 (42 U.S.C. 1437f note), provided
that—’’ for ‘‘under this chapter: Provided, That’’.

Subsec. (a)(7)(A). Pub. L. 107–116, § 615(1)–(5), des-
ignated as subpar. (A) existing provisions beginning
‘‘the principal amount of any such refinancing mort-
gage shall not exceed’’ and ending ‘‘a new insurance
contract’’, redesignated former cls. (A) to (D) as (i) to
(iv), respectively, of subpar. (A), and inserted ‘‘; and’’
at end after ‘‘a new insurance contract’’.

Subsec. (a)(7)(B). Pub. L. 107–116, § 615(6), (7), sub-
stituted ‘‘(B) a mortgage’’ for ‘‘: Provided further, That
a mortgage’’ and struck out ‘‘or’’ after ‘‘and the mort-
gagee;’’. Former cl. (B) redesignated cl. (ii) of subpar.
(A).

Subsec. (a)(7)(C). Pub. L. 107–116, § 615(8), added sub-
par. (C). Former cl. (C) redesignated cl. (iii) of subpar.
(A).

Subsec. (a)(7)(D). Pub. L. 107–116, § 615(5), redesignated
cl. (D) as cl. (iv) of subpar. (A).

1998—Subsec. (c). Pub. L. 105–276 substituted ‘‘the
Secretary’’ for ‘‘him’’ in two places and inserted
‘‘, including a sale through another entity acting under
authority of the fourth sentence of section 1710(g) of
this title,’’ before ‘‘of any property acquired’’.

1994—Subsec. (a)(7)(D). Pub. L. 103–327 added cl. (D).
1992—Subsec. (d)(6). Pub. L. 102–550, § 510, added par.

(6).
Subsec. (f)(1), (4). Pub. L. 102–550, § 511(f), inserted ‘‘ex-

isting assisted living facility,’’ after ‘‘existing nursing
home,’’ wherever appearing.

1988—Subsec. (a). Pub. L. 100–242, § 406(b)(15), inserted
‘‘other than the limitation in section 1709(g) of this
title,’’ after first reference to ‘‘this chapter,’’.

Subsec. (a)(7). Pub. L. 100–242, § 429(d)(1), substituted
in first proviso ‘‘such rate as may be agreed upon by
the mortgagor and the mortgagee’’ for ‘‘a rate not in
excess of the maximum rate prescribed under the appli-
cable section or subchapter of this chapter’’, sub-
stituted in second proviso ‘‘maturity and a principal
obligation’’ for ‘‘maturity, a principal obligation, and
an interest rate’’, and inserted before semicolon at end
‘‘, and shall bear interest at such rate as may be agreed
upon by the mortgagor and the mortgagee’’.

Pub. L. 100–242, § 419(b), in first proviso, inserted cl.
(B) and designated former cl. (B) as (C).

Pub. L. 100–242, § 408(a), in first proviso, inserted cl.
(B) designation and added cl. (A).

Subsec. (d). Pub. L. 100–242, § 427, added pars. (1) to (3),
inserted par. (4) designation and ‘‘Any loan insured pur-
suant to this subsection shall (A) bear interest at such
rate as may be agreed upon by the mortgagor and
mortgagee; (B) be secured in such manner as the Sec-
retary shall require; (C) be limited to a term not ex-
ceeding the unexpired term of the original mortgage;
and (D) be insured under the same section as the origi-
nal mortgage. The Secretary may provide insurance
pursuant to paragraph (2) or (3), or pursuant to both
such paragraphs, in connection with an existing project
mortgage, except that the Secretary may not provide
insurance pursuant to both such paragraphs in connec-
tion with the same period of months referred to in
paragraphs (2)(B) and (3)(B).’’, inserted par. (5) designa-
tion, and struck out former first and second sentences
of subsec. (d) which read as follows: ‘‘With respect to
any mortgage, other than a mortgage covering a one-
to four-family structure, heretofore or hereafter in-
sured by the Secretary, and notwithstanding any other
provision of this chapter, when the taxes, interest on
the mortgage debt, mortgage insurance premiums, haz-
ard insurance premiums, and the expense of mainte-
nance and operation of the project covered by such
mortgage during the first two years following the date
of completion of the project, as determined by the Sec-
retary, exceed the project income, the Secretary may,
in his discretion and upon such terms and conditions as
he may prescribe, insure under the same section as the
original mortgage a loan by the mortgagee in an
amount not exceeding the excess of the foregoing ex-
penses over the project income. Such loan shall (1) bear
interest (exclusive of premium charges for insurance)
at not to exceed the per centum per annum currently
permitted for mortgages insured under the section
under which it is to be insured, (2) be secured in such
manner as the Secretary shall require, and (3) be lim-
ited to a term not exceeding the unexpired term of the
original mortgage.’’

Pub. L. 100–242, § 429(d)(2), which directed substitution
of ‘‘bear interest at such rate as may be agreed upon by
the mortgagor and the mortgagee’’ for ‘‘bear interest
(exclusive of premium charges for insurance) at not to
exceed the per centum per annum currently permitted
for mortgages insured under the section under which it
is to be insured’’ in cl. (1) of sentence beginning ‘‘Such
loan shall’’, could not be executed because of previous
amendment by Pub. L. 100–242, § 427, see above, which
directed in part the striking out of second sentence of
subsec. (d)(1), which contained the language sought to
be amended.
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Subsec. (e). Pub. L. 100–242, § 406(b)(16), inserted ref-
erence to limitation in section 1709(g) of this title.

Subsec. (f)(1). Pub. L. 100–242, § 409(b)(1), inserted par-
enthetical reference to existing nursing homes, inter-
mediate care facilities, board and care homes, or any
combination thereof after ‘‘existing hospital’’.

Subsec. (f)(4)(A) to (C). Pub. L. 100–242, § 409(b)(2), in-
serted parenthetical reference to existing nursing
homes, intermediate care facilities, board and care
homes, or any combination thereof after ‘‘existing hos-
pital’’ wherever appearing.

Subsec. (f)(4)(D). Pub. L. 100–242, § 409(a), amended
subpar. (D) generally. Prior to amendment, subpar. (D)
read as follows: ‘‘such existing hospital has received
such certifications from a State agency designated in
accordance with section 291d(a)(1) or section 300m of
title 42 for the State in which the hospital is located as
the Secretary deems necessary and appropriate and
comparable to the certification required for hospitals
insured under section 1715z–7 of this title and that such
State agency additionally certify that the services
being provided by such existing hospital at the time of
refinancing are appropriate as determined pursuant to
section 300m–2(a)(6) title 42.’’

1984—Subsec. (f)(2). Pub. L. 98–479 in provisions pre-
ceding subpar. (A) inserted ‘‘a’’ before ‘‘multifamily’’.

1983—Subsec. (f)(5). Pub. L. 98–181 added par. (5).
1981—Subsec. (f). Pub. L. 97–35 inserted ‘‘and’’ after

the semicolon at end of par. (2)(A), and redesignated
par. (5) as (4).

1980—Subsec. (f)(1). Pub. L. 96–399, § 327(1), redesig-
nated first sentence of subsec. (f) as par. (1).

Subsec. (f)(2). Pub. L. 96–399, § 327(2)–(6), redesignated
second sentence of subsec. (f) as par. (2), inserted appli-
cability to purchases, provisions authorizing the Sec-
retary to make not to exceed $30,000,000 available for
purchase authority, and provisions authorizing rent in-
creases to maintain reasonable profit levels, and sub-
stituted ‘‘(A)’’ and ‘‘(B)’’ for ‘‘(1)’’ and ‘‘(2)’’, respec-
tively.

Subsec. (f)(3). Pub. L. 96–399, § 327(7), added par. (3).
Subsec. (f)(5). Pub. L. 96–399, § 327(8), redesignated

third sentence of subsec. (f) as par. (5).
1978—Subsec. (f). Pub. L. 95–557 inserted ‘‘or the refi-

nancing of existing debt of an existing hospital’’ after
‘‘housing project’’, substituted ‘‘multifamily housing
project’’ for ‘‘housing project’’, and inserted provisions
relating to the prescription of terms and conditions in
the case of refinancing of an existing hospital.

1974—Subsecs. (f), (g). Pub. L. 93–383 added subsecs. (f)
and (g).

1969—Subsec. (d). Pub. L. 91–152, § 418(c), inserted pro-
vision that any loan involving a project covered by a
mortgage insured under section 1715e, 1715z–1, or any
section of this subchapter pursuant to subsec. (e) of
this section be the obligation of the specified Fund.

Subsec. (e). Pub. L. 91–152, § 418(d), substituted ‘‘this
chapter’’ for ‘‘this subchapter’’ and inserted references
to subchapter IX–B of this chapter.

1968—Subsec. (a). Pub. L. 90–448, § 312(a)(1), sub-
stituted ‘‘chapter’’ for ‘‘subchapter’’, ‘‘any section or
subchapter of this chapter’’ for ‘‘section 1709, 1713,
1715e, 1715k, 1715l, 1715m, 1715v, 1715w, or 1715x of this
title’’ and ‘‘under any section or subchapter of this
chapter’’ for ‘‘under either of said sections’’.

Subsec. (a)(7). Pub. L. 90–448, § 312(a)(2), substituted
‘‘prescribed under the applicable section or subchapter
of this chapter’’ for ‘‘applicable to loans insured under
section 1709, 1713, 1715e, 1715k, 1715l, 1715m, 1715v, 1715w,
or 1715x of this title’’ in two places.

Subsec. (c). Pub. L. 90–448, § 312(a)(3)–(5), substituted
‘‘this chapter’’ for ‘‘this subchapter’’ in two places, and
‘‘any section or subchapter of this chapter’’ for ‘‘sub-
chapters I, II, VI, VII, VIII or X of this chapter’’, and
struck out phrase which required payment of insurance
to be in debentures.

Subsec. (d). Pub. L. 90–448, § 312(b), substituted ‘‘in-
sure under the same section as the original mortgage a
loan by a mortgagee in an amount not exceeding the
excess of the foregoing expenses over the project in-

come’’ for ‘‘permit the excess of the foregoing expenses
over the project income to be added to the amount of
such mortgage, and extend the coverage of the mort-
gage insurance thereto, and such additional amount
shall be deemed to be part of the original face amount
of the mortgage’’, and inserted sentences requiring the
loan to bear interest at not more than the per centum
per annum currently permitted for mortgages insured
under the section under which it is to be insured, to be
secured, and to be limited to a term not more than the
unexpired term of the original mortgage, authorizing
collection of a premium charge for insurance of loans,
directing the premium to be payable in cash or in de-
bentures of the fund, and making the lender entitled to
insurance benefits in the event of a failure of the bor-
rower to make any payment due under the loan or
under the original mortgage and the default continues
for a period of thirty days.

Subsec. (e). Pub. L. 90–448, § 103(a), added subsec. (e).
1967—Pub. L. 90–19, § 1(a)(3), substituted ‘‘Secretary’’

for ‘‘Commissioner’’ wherever appearing in subsecs. (a)
preceding par. (1), (a)(7), and (b) to (d).

Subsec. (a)(2). Pub. L. 90–19, § 1(h), substituted ‘‘Sec-
retary of Housing and Urban Development’’ and ‘‘Sec-
retary’’ for ‘‘Public Housing Administration’’ and ‘‘said
Administration’’, respectively.

1966—Subsec. (a)(8). Pub. L. 89–754 substituted ‘‘Gov-
ernment’’ and ‘‘section 3374 of title 42’’ for ‘‘Commis-
sioner’’ and ‘‘section 1735h of this title’’, respectively.

1965—Subsec. (a)(7). Pub. L. 89–117, § 213, substituted
‘‘this Act’’ for ‘‘section 608 of title VI prior to the effec-
tive date of the Housing Act of 1954 or under section
220, 221, 903, or section 908’’, which for purposes of codi-
fication has been changed to ‘‘this chapter’’.

Subsec. (a)(8). Pub. L. 89–117, § 108(e)(2), added par. (8).
1964—Subsec. (c). Pub. L. 88–560 substituted ‘‘limita-

tions or requirements contained in this subchapter
upon the eligibility of the mortgage, upon the payment
of insurance premiums, or upon the terms and condi-
tions of insurance settlement and the benefits of the in-
surance to be included in such settlement (except that
in any case the payment of insurance shall be in deben-
tures)’’ for ‘‘limitation upon eligibility contained in
this subchapter’’.

1961—Subsec. (a). Pub. L. 87–70, § 612(h)(1), (2), in-
cluded sections 1715k, 1715l, 1715v, 1715w and 1715x in the
opening provisions, and, in par. (7), substituted ‘‘sec-
tion 1715k, 1715l, 1750b, or 1750g of this title’’ for ‘‘sec-
tion 1750b or 1750g of this title,’’ ‘‘1715e, 1715k, 1715l,
1715m, 1715v, 1715w, or 1715x of this title’’ for ‘‘1715e or
1715m of this title’’ in two places, and struck out ‘‘in-
sured under section 1743 of section 1750g of this title’’
after ‘‘refinancing of a loan’’.

Subsecs. (b), (c). Pub. L. 87–70, § 101(d), added subsec.
(b) and redesignated former subsec. (b) as (c).

Subsec. (d). Pub. L. 87–70, § 612(h)(3), added subsec. (d).
1958—Subsec. (a)(3). Pub. L. 85–900 authorized insur-

ance of mortgages executed in connection with the sale
of property constructed under the Boulder Canyon
Project Act and located in Boulder City.

1957—Subsec. (a). Pub. L. 85–104, § 114(1), substituted
‘‘1715e, or 1715m of this title’’ for ‘‘or 1715e of this
title’’.

Subsec. (a)(3). Pub. L. 85–240 authorized insurance of
mortgages executed in connection with the sale of Gov-
ernment housing at Coulee Dam.

Subsec. (a)(4). Pub. L. 85–104, § 114(2), inserted ‘‘this
chapter or’’ after ‘‘prescribed by’’.

Subsec. (a)(7). Pub. L. 85–104, § 114(3), substituted
‘‘1715e, or 1715m of this title’’ for ‘‘or 1715e of this title’’
in first proviso, and substituted provisions of second
proviso for former provisions which required mortgages
described in pars. (1), (2), (3), (4), (5), or (6) to have ma-
turity satisfactory to Commissioner but forbade matu-
rity of such mortgage to exceed maximum terms of
loans insured under sections 1709, 1713, or 1715e of this
title, forbade principal obligation to exceed 90 percent
of value of property, and forbade interest rate to exceed
rate of loans made under either of said sections, with
the exception that where such mortgage covered prop-



Page 631 TITLE 12—BANKS AND BANKING § 1715o

erty held by certain nonprofit cooperatives, principal
obligation should not exceed 95 percent of appraised
value.

1955—Subsec. (a). Act Aug. 11, 1955, substituted ‘‘sec-
tion 1709, 1713, or 1715e of this title’’ for ‘‘section 1709 or
1713 of this title’’ wherever appearing.

Act Aug. 4, 1955, added par. (4), and redesignated pars.
(4) to (6) as (5) to (7), respectively.

EFFECTIVE DATE OF 2002 AMENDMENT

Pub. L. 107–116, title VI, § 603, Jan. 10, 2002, 115 Stat.
2222, provided that: ‘‘Except as provided in sections
616(a)(2), 633(b), and 634(b) [enacting provisions set out
as notes under section 1701q of this title and sections
1437f and 11301 of Title 42, The Public Health and Wel-
fare], this title [amending this section and sections
1437f and 5305 of Title 42, enacting provisions set out as
notes under section 1701q of this title and sections 1437,
1437f, and 11301 of Title 42, and amending provisions set
out as notes under section 1701q of this title and sec-
tions 1437f and 11301 of Title 42] and the amendments
made by this title shall take effect or are deemed to
have taken effect, as appropriate, on the earlier of—

‘‘(1) the date of the enactment of this title [Jan. 10,
2002]; or

‘‘(2) September 30, 2001.’’

EFFECTIVE AND TERMINATION DATES OF 1994
AMENDMENTS

Pub. L. 104–134, title I, § 101(e) [title II, § 209], Apr. 26,
1996, 110 Stat. 1321–257, 1321–285; renumbered title I,
Pub. L. 104–140, § 1(a), May 2, 1996, 110 Stat. 1327, pro-
vided that: ‘‘Notwithstanding the 16th paragraph under
the item relating to ‘administrative provisions’ in title
II of the Departments of Veterans Affairs and Housing
and Urban Development, and Independent Agencies Ap-
propriations Act, 1995 (Public Law 103–327; 108 Stat.
2316) [set out below], the amendments to section
223(a)(7) of the National Housing Act [12 U.S.C.
1715n(a)(7)] made by the 15th paragraph of such Act
shall be effective during fiscal year 1996 and there-
after.’’

Title II of Pub. L. 103–327, Sept. 28, 1994, 108 Stat. 2316,
provided in part that: ‘‘The amendments of the two im-
mediately preceding paragraphs [amending this section
and section 1437f of Title 42, The Public Health and
Welfare] shall be effective only during fiscal year 1995.’’
[For provision that amendment by Pub. L. 103–327 to
subsec. (a)(7) of this section be effective during fiscal
year 1996 and thereafter, see Pub. L. 104–134, title I,
§ 101(e) [title II, § 209], set out above.]

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by section 406(b)(15), (16) of Pub. L.
100–242 applicable only with respect to mortgages in-
sured pursuant to conditional commitment issued on or
after Feb. 5, 1988, or in accordance with direct endorse-
ment program (24 CFR 200.163), if approved underwriter
of mortgagee signs appraisal report for property on or
after Feb. 5, 1988, see section 406(d) of Pub. L. 100–242,
set out as a note under section 1709 of this title.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

REGULATIONS

Section 409(c) of Pub. L. 100–242 provided that: ‘‘The
Secretary of Housing and Urban Development shall
issue such regulations as may be necessary to carry out
the amendment made by this section [amending this
section] by not later than the expiration of the 90-day
period following the date of the enactment of this Act
[Feb. 5, 1988].’’

STREAMLINED REFINANCING

Pub. L. 103–233, title I, § 103(d), Apr. 11, 1994, 108 Stat.
361, provided that: ‘‘As soon as practicable, the Sec-

retary shall implement a streamlined refinancing pro-
gram under the authority provided in section 223 of the
National Housing Act [12 U.S.C. 1715n] to prevent the
default of mortgages insured by the FHA which cover
multifamily housing projects, as defined in section
203(b) of the Housing and Community Development
Amendments of 1978 [12 U.S.C. 1701z–11(b)].’’

DELEGATION OF PROCESSING OF MORTGAGE INSURANCE

Secretary of Housing and Urban Development to im-
plement system of mortgage insurance for mortgages
insured under this section that delegates processing
functions to selected approved mortgagees, with Sec-
retary to retain authority to approve rents, expenses,
property appraisals, and mortgage amounts and to exe-
cute firm commitments, see section 328 of Pub. L.
101–625, set out as a note under section 1713 of this title.

PURPOSE OF SECTION

Section 125 of act Aug. 2, 1954, as amended by Pub. L.
90–19, § 10(b), May 25, 1967, 81 Stat. 22, in enacting this
section, provided in part that the purpose thereof was
to transfer to title II of the National Housing Act [this
subchapter] ‘‘the mortgage insurance program in con-
nection with the sale of certain publicly owned prop-
erty as contained in section 610 of title VI [section 1745
of this title]; the insurance of mortgages to refinance
existing loans insured under section 608 of title VI and
sections 903 and 908 of title IX [sections 1743, 1750b and
1750g of this title]; and to authorize the insurance
under title II [this subchapter] of mortgages assigned
to the Secretary of Housing and Urban Development
under insurance contracts and mortgages held by the
Secretary of Housing and Urban Development in con-
nection with the sale of property acquired under insur-
ance contracts’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1709, 1715z–3,
1715z–7, 1715z–9, 1735c, 1735f–17 of this title; title 42 sec-
tions 1437f, 2331, 2362.

§ 1715o. Interest rate on debentures; method of
establishment

Notwithstanding any other provisions of this
chapter, debentures issued under any section of
this chapter with respect to a loan or mortgage
accepted for insurance on or after thirty days
following August 2, 1954 (except debentures is-
sued pursuant to paragraph (4) of section 1715l(g)
of this title) shall bear interest at the rate in ef-
fect on the date the commitment to insure the
loan or mortgage was issued, or the date the
loan or mortgage was endorsed for insurance, or
(when there are two or more insurance endorse-
ments) the date the loan or mortgage was ini-
tially endorsed for insurance, whichever rate is
the highest, except that debentures issued pur-
suant to section 1715k(f), 1715k(h)(7), 1715l(g),
1715x, or 1715z–3 of this title may, at the discre-
tion of the Secretary, bear interest at the rate
in effect on the date they are issued. The Sec-
retary shall from time to time, with the ap-
proval of the Secretary of the Treasury, estab-
lish such interest rate in an amount not in ex-
cess of the annual rate of interest determined by
the Secretary of the Treasury, at the request of
the Secretary, by estimating the average yield
to maturity, on the basis of daily closing mar-
ket bid quotations or prices during the calendar
month next preceding the establishment of such
rate of interest, on all outstanding marketable
obligations of the United States having a matu-
rity date of fifteen years or more from the first
day of such next preceding month, and by ad-
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justing such estimated average annual yield to
the nearest one-eighth of 1 per centum.

(June 27, 1934, ch. 847, title II, § 224, as added
Aug. 2, 1954, ch. 649, title I, § 126, 68 Stat. 606;
amended Pub. L. 87–70, title VI, § 612(i), June 30,
1961, 75 Stat. 182; Pub. L. 90–19, § 1(a)(3), May 25,
1967, 81 Stat. 17; Pub. L. 90–448, title I, § 104(b),
Aug. 1, 1968, 82 Stat. 488.)

AMENDMENTS

1968—Pub. L. 90–448 included debentures issued pursu-
ant to section 1715z–3 of this title.

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing.

1961—Pub. L. 87–70 changed the date for determina-
tion of the rate of interest for debentures, other than
those issued pursuant to section 1715k(f), 1715k(h)(7),
1715l(g), 1715l(g)(4), or 1715x, from the rate in effect on
the date the debentures are issued to the rate in effect
on the date the commitment to insure the loan or
mortgage was issued, or the date the loan or mortgage
was endorsed for insurance, or (when there are two or
more insurance endorsements) the date the loan or
mortgage was initially endorsed for insurance, which-
ever rate is highest.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1710, 1713, 1715n,
1748b of this title.

§ 1715p. Insurance of advances under open-end
mortgages; payment of charges; eligibility
and conditions

Notwithstanding any other provisions of this
chapter, in connection with any mortgage in-
sured pursuant to any section of this chapter
which covers a property upon which there is lo-
cated a dwelling designed principally for resi-
dential use for not more than four families in
the aggregate, the Secretary is authorized, upon
such terms and conditions as he may prescribe,
to insure under said section the amount of any
advance for the improvement or repair of such
property made to the mortgagor pursuant to an
‘‘open-end’’ provision in the mortgage, and to
add the amount of such advance to the original
principal obligation in determining the value of
the mortgage for the purpose of computing the
amounts of debentures and certificate of claim
to which the mortgagee may be entitled: Pro-
vided, That the Secretary may require the pay-
ment of such charges, including in lieu of insur-
ance premiums, as he may consider appropriate
for the insurance of such ‘‘open-end’’ advances:
Provided, further, That only advances for such
improvements or repairs as substantially pro-
tect or improve the basic livability or utility of
the property involved shall be eligible for insur-
ance under this section; Provided further, That
no such advance shall be insured under this sec-
tion if the amount thereof plus the amount of
the unpaid balance of the original principal obli-
gation of the mortgage would exceed the
amount of such original principal obligation un-
less the mortgagor certifies that the proceeds of
such advance will be used to finance the con-
struction of additional rooms or other enclosed
space as a part of the dwelling: And provided fur-
ther, That the insurance of ‘‘open-end’’ advances
shall not be taken into account in determining
the aggregate amount of principal obligations of
mortgages which may be insured under this
chapter.

(June 27, 1934, ch. 847, title II, § 225, as added
Aug. 2, 1954, ch. 649, title I, § 126, 68 Stat. 607;
amended Pub. L. 90–19, § 1(a) (3), May 25, 1967, 81
Stat. 17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1715y of this
title.

§ 1715q. Delivery of statement of appraisal or es-
timates to home buyers

The Secretary is authorized and directed to re-
quire that in connection with any property upon
which there is located a dwelling designed prin-
cipally for a single-family residence or a two-
family residence and which is approved for
mortgage insurance under section 1709 or 1715e
of this title with respect to any property or
project of a corporation or trust of the character
described in paragraph (2) of subsection (a) of
section 1715e of this title, or sections 1715k,
1715l, 1715m, 1715x, 1715y, 1715z(i), 1715z–2, or 1750b
of this title, the seller or builder or such other
person as may be designated by the Secretary
shall agree to deliver, prior to the sale of the
property, to the person purchasing such dwelling
for his own occupancy, a written statement set-
ting forth the amount of the appraised value of
the property as determined by the Secretary.
This section shall not apply in any case where
the mortgage involved was insured or the com-
mitment for such insurance was issued prior to
August 2, 1954. Notwithstanding the first sen-
tence of this section, the Secretary is authorized
to require, in connection with any mortgage
where the mortgage amount is computed on the
basis of the Secretary’s estimate of the replace-
ment cost of the property, or on the basis of any
other estimates of the Secretary, that a written
statement setting forth such estimate or esti-
mates, as the case may be, be furnished under
this section in lieu of a written statement set-
ting forth the amount of the appraised value of
the property.

(June 27, 1934, ch. 847, title II, § 226, as added
Aug. 2, 1954, ch. 649, title I, § 126, 68 Stat. 607;
amended Pub. L. 85–104, title I, § 115, July 12,
1957, 71 Stat. 298; Pub. L. 87–70, title VI, § 612(j),
June 30, 1961, 75 Stat. 182; Pub. L. 90–19, § 1(a)(3),
(4), May 25, 1967, 81 Stat. 17; Pub. L. 90–448, title
I, § 102(b), Aug. 1, 1968, 82 Stat. 486.)

AMENDMENTS

1968—Pub. L. 90–448 inserted references to sections
1715z(i) and 1715z–2 of this title.

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing, and ‘‘Secretary’s’’ for
‘‘Commissioner’s’’.

1961—Pub. L. 87–70 inserted references to sections
1715x and 1715y of this title, and substituted ‘‘or on the
basis of any other estimates of the Commissioner, that
a written statement setting forth such estimate or esti-
mates, as the case may be,’’ for ‘‘that a written state-
ment setting forth such estimate’’.

1957—Pub. L. 85–104 inserted sentence authorizing es-
timate of replacement cost in lieu of an estimate of
value where mortgage amount is based upon replace-
ment cost.
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SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1709 of this title.

§ 1715r. Requirement of builder�s cost certifi-
cation; definitions

Notwithstanding any other provision of this
chapter, no mortgage covering new or rehabili-
tated multifamily housing or a property or
project described in subchapter IX–B of this
chapter shall be insured under this chapter un-
less the mortgagor has agreed (a) to certify,
upon completion of the physical improvements
on the mortgaged property or project and prior
to final endorsement of the mortgage, either (i)
that the approved percentage of actual cost (as
those terms are herein defined) equaled or ex-
ceeded the proceeds of the mortgage loan or (ii)
the amount by which the proceeds of the mort-
gage loan exceeded such approved percentage of
actual cost, as the case may be, and (b) to pay
forthwith to the mortgagee, for application to
the reduction of the principal obligation of such
mortgage, the amount, if any, certified to be in
excess of such approved percentage of actual
cost. Upon the Secretary’s approval of the mort-
gagor’s certification as required hereunder, such
certification shall be final and incontestable, ex-
cept for fraud or material misrepresentation on
the part of the mortgagor. As used in this sec-
tion—

(a) The term ‘‘new or rehabilitated multifam-
ily housing’’ means a project or property ap-
proved for mortgage insurance prior to the con-
struction or the repair and rehabilitation in-
volved and covered by a mortgage insured or to
be insured (i) under section 1713 of this title, (ii)
under section 1715e of this title with respect to
any property or project of a corporation or trust
of the character described in paragraph (1) of
subsection (a) of section 1715e of this title or
with respect to any property or project of a
mortgagor of the character described in para-
graph (3) of subsection (a) thereof, (iii) under
section 1715k of this title if the mortgage meets
the requirements of paragraph (3)(B) of sub-
section (d) thereof, (iv) under section 1715l of
this title if the mortgage meets the require-
ments of paragraph (3) or paragraph (4) of sub-
section (d) thereof, (v) under section 1715v of
this title, (vi) under section 1715x of this title if
the mortgage meets the requirements of sub-
section (b), (vii) under section 1748h–2 of this
title if the mortgage meets the requirements of
subsection (f), (viii) under section 1715y(d) of
this title, or (ix) under section 1715z–1 of this
title;

(b) The term ‘‘approved percentage’’ means
the percentage figure which, under applicable
provisions of this chapter, the Secretary is au-
thorized to apply to his estimate of value, cost,
or replacement costs, as the case may be, of the
property or project in determining the maxi-
mum insurable mortgage amount; except that if
the mortgage is to assist the financing of repair
or rehabilitation and no part of the proceeds
will be used to finance the purchase of the land
or structure involved, the approved percentage
shall be 100 per centum; and

(c) The term ‘‘actual cost’’ has the following
meaning: (i) in case the mortgage is to assist the

financing of new construction, the term means
the actual cost to the mortgagor of such con-
struction, including amounts paid for labor, ma-
terials, construction contracts, off-site public
utilities, streets, organizational and legal ex-
penses, such allocations of general overhead
items as are acceptable to the Secretary, and
other items of expense approved by the Sec-
retary, plus (1) a reasonable allowance for build-
er’s profit if the mortgagor is also the builder as
defined by the Secretary, and (2) an amount
equal to the Secretary’s estimate of the fair
market value of any land (prior to the construc-
tion of the improvements built as a part of the
project) in the property or project owned by the
mortgagor in fee (or, in case the land in the
property or project is held by the mortgagor
under a leasehold or other interest less than a
fee, such amount as the mortgagor paid for the
acquisition of such leasehold or other interest
but, in no event, in excess of the fair market
value of such leasehold or other interest exclu-
sive of the proposed improvements), but exclud-
ing the amount of any kickbacks, rebates, or
trade discounts received in connection with the
construction of the improvements, or (ii) in case
the mortgage is to assist the financing of repair
or rehabilitation the terms means the actual
cost to the mortgagor of such repair or rehabili-
tation, including the amounts paid for labor,
materials, construction contracts, off-site public
utilities, streets, organization and legal ex-
penses, such allocations of general overhead
items as are acceptable to the Secretary, and
other items of expense approved by the Sec-
retary, plus (1) a reasonable allowance for build-
er’s profit if the mortgagor is also the builder as
defined by the Secretary, and (2) an additional
amount equal to (A) in case the land and im-
provements are to be acquired by the mortgagor
and the purchase price thereof is to be financed
with part of the proceeds of the mortgage, the
purchase price of such land and improvements
prior to such repair or rehabilitation, or (B) in
case the land and improvements are owned by
the mortgagor subject to an outstanding indebt-
edness to be refinanced with part of the proceeds
of the mortgage, the amount of such outstand-
ing indebtedness secured by such land and im-
provements, but excluding (for the purposes of
this clause (ii)) the amount of any kickbacks,
rebates, or trade discounts received in connec-
tion with the construction of the improvements:
Provided, That such additional amount under (A)
of this clause (ii) shall in no event exceed the
Secretary’s estimate of the fair market value of
such land and improvements prior to such repair
or rehabilitation, and such additional amount
under (B) of this clause (ii) shall in no event ex-
ceed the approved percentage of the Secretary’s
estimate of the fair market value of such land
and improvements prior to such repair or reha-
bilitation. In the case of a mortgage insured
under section 1715k, 1715l(d)(3), 1715l(d)(4), 1715v,
1715x, or 1715z–1 of this title where the mortga-
gor is also the builder as defined by the Sec-
retary, there shall be included in the actual
cost, in lieu of the allowance for builder’s profit
under clause (i) or (ii) of the preceding sentence,
an allowance for builder’s and sponsor’s profit
and risk of 10 per centum (unless the Secretary,
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1 So in original.

after finding that such allowance is unreason-
able, shall by regulation prescribe a lesser per-
centage) of all other items entering into the
term ‘‘actual cost’’ except land or amounts paid
for a leasehold and amounts included under ei-
ther (A) or (B) of clause (ii) of the preceding sen-
tence. In the case of a mortgage insured under
section 1715k, 1715l(d)(3), 1715l(d)(4), 1715v, 1715x,
or 1715z–1 of this title, where the mortgagor is
not also the builder as defined by the Secretary,
there shall be included in the actual cost an al-
lowance for sponsor’s profit and risk of the said
10 per centum or lesser percentage of all other
items entering into the term ‘‘actual cost’’ ex-
cept land or amounts paid for a leasehold,
amounts included under either (A) or (B) of the
said clause (ii), and amounts paid by the mort-
gagor under a general construction contract.

(June 27, 1934, ch. 847, title II, § 227, as added
Aug. 2, 1954, ch. 649, title I, § 126, 68 Stat. 607;
amended Aug. 11, 1955, ch. 783, title I, § 102(i), 69
Stat. 636; Aug. 7, 1956, ch. 1029, title I, §§ 105(d),
109, 70 Stat. 1094, 1095; Pub. L. 86–372, title I,
§ 112, Sept. 23, 1959, 73 Stat. 661; Pub. L. 87–70,
title VI, § 612(k), June 30, 1961, 75 Stat. 183; Pub.
L. 88–560, title I, § 119(c), Sept. 2, 1964, 78 Stat.
782; Pub. L. 89–754, title V, § 502(b), title X,
§ 1020(b), Nov. 3, 1966, 80 Stat. 1277, 1295; Pub. L.
90–19, § 1(a)(3), (4), May 25, 1967, 81 Stat. 17; Pub.
L. 90–448, title II, § 201(b)(2), (3), Aug. 1, 1968, 82
Stat. 502.)

AMENDMENTS

1968—Subsec. (a). Pub. L. 90–448, § 201(b)(2), included
mortgages insured or to be insured under section
1715z–1 of this title.

Subsec. (c). Pub. L. 90–448, § 201(b)(3), substituted
‘‘section 1715x, or 1715z–1 of this title’’ for ‘‘section
1715x(b)(2) of this title’’, in two places.

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ in subsecs. (b) and (c), and ‘‘Secretary’s’’ for
‘‘Commissioner’s’’ in text preceding subsec. (a) and in
subsec. (c).

1966—Pub. L. 89–754, § 502(b), made the certification
requirement applicable to mortgage covering property
or project described in subchapter IX–B of this chapter.

Subsec. (a). Pub. L. 89–754, § 1020(b), substituted ‘‘sub-
section (b)’’ for ‘‘subsection (b)(2)’’ in cl. (vi).

1964—Subsec. (a). Pub. L. 88–560 included mortgages
insured or to be insured under section 1715y(d) of this
title.

1961—Subsec. (a). Pub. L. 87–70, § 612(k)(1), included
property covered by a mortgage insured or to be in-
sured under section 1715x of this title if the mortgage
meets the requirements of subsection (b)(2).

Subsec. (b). Pub. L. 87–70, § 612(k)(2), substituted
‘‘value, cost, or replacement cost’’ for ‘‘value or re-
placement cost’’.

Subsec. (c). Pub. L. 87–70, § 612(k)(3), substituted ‘‘sec-
tion 1715l(d)(3), 1715l(d)(4), 1715v, or 1715x(b)(2) of this
title’’ for ‘‘section 1715l of this title if the mortgage
meets the requirements of paragraph (4) of subsection
(d) thereof, or section 1715v of this title’’ in second and
third sentences.

1959—Subsec. (a). Pub. L. 86–372, § 112(a), included
mortgages insured or to be insured under subsec. (d)(4)
of section 1715l of this title, under section 1715v of this
title, and under section 1748h–2 of this title, and struck
out provisions which related to mortgages insured or to
be insured under sections 1748b, 1750b and 1750g of this
title.

Subsec. (c). Pub. L. 86–372, § 112(b), substituted ‘‘under
section 1715k of this title, section 1715l of this title if
the mortgage meets the requirements of paragraph (4)
of subsection (d) thereof, or section 1715v of this title’’
for ‘‘under section 1715k of this title’’ in two places.

1956—Act Aug. 7, 1956, § 109, inserted sentence preced-
ing subsec. (a), that upon Commissioner’s approval, cer-
tification shall be final and incontestable, except for
fraud or misrepresentation by mortgagor.

Subsec. (a). Act Aug. 7, 1956, § 105(d), inserted ‘‘or with
respect to any property or project of a mortgagor of the
character described in paragraph (3) of subsection (a) of
section 1715e of this title,’’ before ‘‘(iii)’’.

Subsec. (b). Act Aug. 7, 1956, § 109, inserted provision
that if the insured mortgage is to assist financing of re-
pairs and no part of proceeds will be used to purchase
the land or structure involved, the approved percentage
shall be 100 percent.

Subsec. (c). Act Aug. 7, 1956, § 109, inserted ‘‘such allo-
cations of general overhead items as are acceptable to
the Commissioner,’’ after ‘‘legal expenses’’ wherever
appearing; struck out ‘‘(without reduction by reason of
the application of the approved percentage require-
ments of this section)’’ before ‘‘secured by such land
and improvements,’’ in cl. (ii)(B) by amended proviso to
provide that additional amount under (B) of cl. (ii)
should not exceed the approved percentage of the Com-
missioner’s estimate of the fair market value of the
land and improvements; and inserted provisions at end
relating to 10 percent allowance for builder’s profit in
mortgages issued under section 1715k.

1955—Act Aug. 11, 1955, substituted ‘‘under section
1715l of this title if the mortgage meets the require-
ments of paragraph (3) of subsection (d) of such sec-
tion’’ for ‘‘under section 1715l of this title’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1715e, 1715l,
1748g, 1750g of this title; title 42 section 1434.

§ 1715s. Transferred

CODIFICATION

Section, which was based in part on act Aug. 2, 1954,
ch. 649, title VIII, § 814, 68 Stat. 647, as amended, pro-
vided for the keeping of records with respect to multi-
family housing and examination and audit thereof. Sec-
tion 814 of act Aug. 2, 1954, is classified in full to sec-
tion 1434 of Title 42, The Public Health and Welfare.

§ 1715t. Voluntary termination of insurance

Notwithstanding any other provision of this
chapter and with respect to any loan or mort-
gage heretofore or hereafter insured under this
chapter, except under section 1703 of this title
and except as specified under section 1715z–15 of
this title and subtitle B of the Emergency Low
Income Housing Preservation Act of 1987,,1 the
Secretary is authorized to terminate any insur-
ance contract upon request by the borrower or
mortgagor and the financial institution or mort-
gagee and upon payment of such termination
charge as the Secretary determines to be equi-
table, taking into consideration the necessity of
protecting the various insurance Funds. Upon
such termination, borrowers and mortgagors
and financial institutions and mortgagees shall
be entitled to the rights, if any, to which they
would be entitled under this chapter if the in-
surance contract were terminated by payment
in full of the insured loan or mortgage.

(June 27, 1934, ch. 847, title II, § 229, as added
Pub. L. 86–372, title I, § 113, Sept. 23, 1959, 73 Stat.
662; amended Pub. L. 87–70, title VI, § 612(l), June
30, 1961, 75 Stat. 183; Pub. L. 89–117, title XI,
§ 1108(k), Aug. 10, 1965, 79 Stat. 505; Pub. L. 90–19,
§ 1(a)(3), May 25, 1967, 81 Stat. 17; Pub. L. 101–235,
title II, § 202(d)(2), Dec. 15, 1989, 103 Stat. 2037.)
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REFERENCES IN TEXT

The Emergency Low Income Housing Preservation
Act of 1987, referred to in text, is title II of Pub. L.
100–242, Feb. 5, 1988, 101 Stat. 1877, which, as amended
by Pub. L. 101–625, is known as the Low-Income Hous-
ing Preservation and Resident Homeownership Act of
1990. Subtitle B of title II, which was formerly set out
as a note under section 1715l of this title and which
amended section 1715z–6 of this title, was amended gen-
erally by Pub. L. 101–625 and is classified generally to
subchapter I (§ 4101 et seq.) of chapter 42 of this title.
For complete classification of this Act to the Code, see
Short Title note set out under section 4101 of this title
and Tables.

AMENDMENTS

1989—Pub. L. 101–235 inserted ‘‘and except as specified
under section 1715z–15 of this title and subtitle B of the
Emergency Low Income Housing Preservation Act of
1987,’’ after ‘‘section 1703 of this title’’.

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing.

1965—Pub. L. 89–117 struck out ‘‘and Accounts’’ after
‘‘various Insurance Funds’’.

1961—Pub. L. 87–70 amended section generally, au-
thorizing voluntary termination of insurance contracts
with respect to loans insured under this chapter.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1710, 1715z–15,
4101, 4122 of this title; title 42 section 8011.

§ 1715u. Authority to assist mortgagors in default

(a) Loss mitigation
Upon default of any mortgage insured under

this subchapter, mortgagees shall engage in loss
mitigation actions for the purpose of providing
an alternative to foreclosure (including but not
limited to actions such as special forbearance,
loss modification, and deeds in lieu of fore-
closure, but not including assignment of mort-
gages to the Secretary under section
1710(a)(1)(A) of this title) as provided in regula-
tions by the Secretary.
(b) Payment of partial claim

The Secretary may establish a program for
payment of a partial claim to a mortgagee that
agrees to apply the claim amount to payment of
a mortgage on a 1- to 4-family residence that is
in default. Any such payment under such pro-
gram to the mortgagee shall be made in the sole
discretion of the Secretary and on terms and
conditions acceptable to the Secretary, except
that—

(1) the amount of the payment shall be in an
amount determined by the Secretary, not to
exceed an amount equivalent to 12 of the
monthly mortgage payments and any costs re-
lated to the default that are approved by the
Secretary; and

(2) the mortgagor shall agree to repay the
amount of the insurance claim to the Sec-
retary upon terms and conditions acceptable
to the Secretary.

The Secretary may pay the mortgagee, from the
appropriate insurance fund, in connection with
any activities that the mortgagee is required to
undertake concerning repayment by the mortga-
gor of the amount owed to the Secretary.
(c) Assignment

(1) Program authority
The Secretary may establish a program for

assignment to the Secretary, upon request of

the mortgagee, of a mortgage on a 1- to 4-fam-
ily residence insured under this chapter.
(2) Program requirements

The Secretary may accept assignment of a
mortgage under a program under this sub-
section only if—

(A) the mortgage was in default;
(B) the mortgagee has modified the mort-

gage to cure the default and provide for
mortgage payments within the reasonable
ability of the mortgagor to pay, at interest
rates not exceeding current market interest
rates; and

(C) the Secretary arranges for servicing of
the assigned mortgage by a mortgagee
(which may include the assigning mortga-
gee) through procedures that the Secretary
has determined to be in the best interests of
the appropriate insurance fund.

(3) Payment of insurance benefits
Upon accepting assignment of a mortgage

under a program established under this sub-
section, the Secretary may pay insurance ben-
efits to the mortgagee from the appropriate
insurance fund, in an amount that the Sec-
retary determines to be appropriate, not to ex-
ceed the amount necessary to compensate the
mortgagee for the assignment and any losses
and expenses resulting from the mortgage
modification.

(d) Prohibition of judicial review
No decision by the Secretary to exercise or

forego exercising any authority under this sec-
tion shall be subject to judicial review.
(e) Repealed. Pub. L. 104�134, title I, § 101(e) [title

II, § 221(b)(2)], Apr. 26, 1996, 110 Stat.
1321�257, 1321�291; renumbered title I, Pub.
L. 104�140, § 1(a), May 2, 1996, 110 Stat. 1327

(f) Applicability of other laws
No provision of this chapter, or any other law,

shall be construed to require the Secretary to
provide an alternative to foreclosure for mortga-
gees with mortgages on 1- to 4-family residences
insured by the Secretary under this chapter, or
to accept assignments of such mortgages.

(June 27, 1934, ch. 847, title II, § 230, as added
Pub. L. 86–372, title I, § 114(a), Sept. 23, 1959, 73
Stat. 662; amended Pub. L. 88–560, title I, § 104(b),
Sept. 2, 1964, 78 Stat. 770; Pub. L. 90–19, § 1(a)(3),
May 25, 1967, 81 Stat. 17; Pub. L. 96–399, title III,
§ 341, Oct. 8, 1980, 94 Stat. 1659; Pub. L. 98–181,
title IV, § 418, Nov. 30, 1983, 97 Stat. 1212; Pub. L.
100–242, title IV, § 428, Feb. 5, 1988, 101 Stat. 1918;
Pub. L. 102–83, § 5(c)(2), Aug. 6, 1991, 105 Stat. 406;
Pub. L. 104–99, title IV, § 407(b), Jan. 26, 1996, 110
Stat. 45; Pub. L. 104–134, title I, § 101(e) [title II,
§ 221(b)(2)], Apr. 26, 1996, 110 Stat. 1321–257,
1321–291; renumbered title I, Pub. L. 104–140,
§ 1(a), May 2, 1996, 110 Stat. 1327; Pub. L. 105–276,
title VI, § 601(f), Oct. 21, 1998, 112 Stat. 2674.)

AMENDMENTS

1998—Pub. L. 105–276 added subsec. (a) and redesig-
nated former subsecs. (a) to (e) as (b) to (f), respec-
tively.

1996—Pub. L. 104–99 amended section generally, sub-
stituting subsecs. (a) to (e) relating to authority to as-
sist mortgagors in default for former subsecs. (a) to (d)
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relating to temporary mortgage assistance payments
and acquisition of mortgages to avoid foreclosures.

Subsec. (d). Pub. L. 104–134 struck out heading and
text of subsec. (d). Text read as follows: ‘‘Any mortgage
for which the mortgagor has applied to the Secretary,
before the date of enactment of the Departments of
Veterans Affairs and Housing and Urban Development,
and Independent Agencies Appropriations Act, 1996, for
assignment pursuant to subsection (b) of this section as
in effect before such date of enactment shall continue
to be governed by the provisions of this section, as in
effect immediately before such date of enactment.’’

1991—Subsec. (a)(5). Pub. L. 102–83 substituted ‘‘sec-
tion 3703(c) of title 38’’ for ‘‘section 1803(c) of title 38’’.

1988—Subsec. (a)(5). Pub. L. 100–242 substituted ‘‘The
interest rate on payments made under this subsection
shall be the rate established under section 1803(c) of
title 38. The interest rate to be charged shall be deter-
mined when the Secretary approves assistance under
this subsection’’ for ‘‘The Secretary may establish in-
terest charges on payments made under this sub-
section; except that such charges shall not exceed a
rate which is more than the maximum interest rate ap-
plicable with respect to level payment mortgages in-
sured pursuant to section 1709(b) of this title at the
time assistance under this section is approved by the
Secretary.’’

1983—Subsec. (d). Pub. L. 98–181 struck out ‘‘, to the
extent practicable,’’ after ‘‘Secretary shall’’.

1980—Subsec. (a). Pub. L. 96–399 added subsec. (a). Ex-
isting undesignated provisions were designated as sub-
sec. (b)(1).

Subsec. (b). Pub. L. 96–399 designated existing undes-
ignated provision as par. (1), made changes in phrase-
ology which included applicability of remedy provided
by subsection (a) of this section and determinations
made pursuant to such subsection, and added pars. (2)
and (3).

Subsecs. (c), (d). Pub. L. 96–399 added subsecs. (c) and
(d).

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing.

1964—Pub. L. 88–560 authorized the Commissioner to
acquire the loan and security notwithstanding the fact
that he has previously approved a request of the mort-
gagee for an extension of the time for curing the de-
fault and of the time for commencing foreclosure pro-
ceedings or for otherwise acquiring title to the mort-
gaged property or has approved a modification of the
mortgage for the purpose of changing the amortization
provisions by recasting the unpaid balance and sub-
stituted provisions for acquisition of the loan and secu-
rity upon payment of the insurance benefits in an
amount equal to the unpaid principal balance of the
loan plus any unpaid mortgage interest plus reimburse-
ment for such costs and attorney’s fees as the Commis-
sioner finds were properly incurred in connection with
the defaulted mortgage and its assignment to the Com-
missioner for former provision for such acquisition
upon issuance to the mortgagee of debentures having a
total face value equal to the unpaid principal balance
of the loan plus any accrued interest.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–99 applicable with respect
to mortgages insured under this chapter that are exe-
cuted before, on, or after Oct. 1, 1997, see section 407(c)
of Pub. L. 104–99, as amended, set out as a note under
section 1710 of this title.

SAVINGS PROVISION

Section 101(e) [title II, § 221(b)(1)] of Pub. L. 104–134
provided that: ‘‘Any mortgage for which the mortgagor
has applied to the Secretary, before the date of enact-
ment of this Act [Apr. 26, 1996], for assignment to the
Secretary pursuant to section 230(b) of the National
Housing Act [12 U.S.C. 1715u(b)] shall continue to be
governed by the provisions of such section, as in effect
immediately before enactment of the Balanced Budget

Downpayment Act, I [Pub. L. 104–99, which was ap-
proved Jan. 26, 1996].’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1710, 1735f–14 of
this title.

§ 1715v. Insurance of mortgages for housing for
elderly persons

(a) Purpose; definitions
The purpose of this section is to assist in re-

lieving the shortage of housing for elderly per-
sons and to increase the supply of rental housing
for elderly persons.

For the purposes of this section—
(1) the term ‘‘housing’’ means eight or more

new or rehabilitated living units, not less than
50 per centum of which are specially designed
for the use and occupancy of elderly persons;

(2) the term ‘‘elderly person’’ means any per-
son, married or single, who is sixty-two years
of age or over; and

(3) the terms ‘‘mortgage’’, ‘‘mortgagee’’,
‘‘mortgagor’’, and ‘‘maturity date’’ shall have
the meanings respectively set forth in section
1713 of this title.

(b) Authorization
The Secretary is authorized to insure any

mortgage (including advances on mortgages dur-
ing construction) in accordance with the provi-
sions of this section upon such terms and condi-
tions as he may prescribe and to make commit-
ments for insurance of such mortgages prior to
the date of their execution or disbursement
thereon.

(c) Eligibility for insurance; maximum amount of
mortgage; terms and conditions

To be eligible for insurance under this section,
a mortgage to provide housing for elderly per-
sons shall—

(1) Repealed. Pub. L. 93–383, title III, § 304(f),
Aug. 22, 1974, 88 Stat. 678.

(2)(A) not exceed, for such part of the prop-
erty or project as may be attributable to
dwelling use (excluding exterior land improve-
ments as defined by the Secretary), $35,978 per
family unit without a bedroom, $40,220 per
family unit with one bedroom, $48,029 per fam-
ily unit with two bedrooms, $57,798 per family
unit with three bedrooms, and $67,950 per fam-
ily unit with four or more bedrooms; except
that as to projects to consist of elevator-type
structures the Secretary may, in his discre-
tion, increase the dollar amount limitations
per family unit to not to exceed $40,876 per
family unit without a bedroom, $46,859 per
family unit with one bedroom, $56,979 per fam-
ily unit with two bedrooms, $73,710 per family
unit with three bedrooms, and $80,913 per fam-
ily unit with four or more bedrooms, as the
case may be, to compensate for the higher
costs incident to the construction of elevator-
type structures of sound standards of con-
struction and design; (B) the Secretary may,
by regulation, increase any of the dollar limi-
tations in subparagraph (A) (as such limita-
tions may have been adjusted in accordance
with section 1712a of this title) by not to ex-
ceed 110 percent in any geographical area
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1 See References in Text note below.

where the Secretary finds that cost levels so
require and by not to exceed 140 percent where
the Secretary determines it necessary on a
project-by-project basis, but in no case may
any such increase exceed 90 percent where the
Secretary determines that a mortgage pur-
chased or to be purchased by the Government
National Mortgage Association in implement-
ing its special assistance functions under sec-
tion 1720 1 of this title (as such section existed
immediately before November 30, 1983) is in-
volved; (C) the Secretary may, by regulation,
increase any of the dollar limitations in sub-
paragraph (A) (as such limitations may have
been adjusted in accordance with section 1712a
of this title) by not to exceed 20 per centum if
such increase is necessary to account for the
increased cost of the project due to the instal-
lation therein of a solar energy system (as de-
fined in subparagraph (3) of the last paragraph
of section 1703(a) of this title) or residential
energy conservation measures (as defined in
section 8211(11)(A) through (G) and (I) of title
42) 1 in cases where the Secretary determines
that such measures are in addition to those re-
quired under the minimum property standards
and will be cost-effective over the life of the
measure;

(3) if executed by a mortgagor which is a
public instrumentality or a private nonprofit
corporation or association or other acceptable
private nonprofit organization regulated or su-
pervised under Federal or State laws or by po-
litical subdivisions of States, or agencies
thereof, or by the Secretary under a regu-
latory agreement or otherwise, as to rents,
charges, and methods of operation, in such
form and in such manner as, in the opinion of
the Secretary, will effectuate the purpose of
this section, involve a principal obligation not
in excess of the amount which the Secretary
estimates will be the replacement cost of the
property or project when the proposed im-
provements are completed (the replacement
cost may include the land, the proposed phys-
ical improvements, utilities within the bound-
aries of the land, architect’s fees, taxes, inter-
est during construction, and other miscellane-
ous charges incident to construction and ap-
proved by the Secretary): Provided, That in the
case of properties other than new construc-
tion, the principal obligation shall not exceed
the appraised value rather than the Sec-
retary’s estimate of the replacement cost;

(4) if executed by a mortgagor which is ap-
proved by the Secretary but is not a public in-
strumentality or a private nonprofit organiza-
tion, involve a principal obligation not in ex-
cess (in the case of a property or project ap-
proved for mortgage insurance prior to the be-
ginning of construction) of 90 per centum of
the amount which the Secretary estimates
will be the replacement cost of the property or
project when the proposed improvements are
completed (the replacement costs may include
the land, the proposed physical improvements,
utilities within the boundaries of the land, ar-
chitect’s fees, taxes, interest during construc-
tion, and other miscellaneous charges incident

to construction and approved by the Sec-
retary, and shall include an allowance for
builder’s and sponsor’s profit and risk of 10 per
centum of all of the foregoing items except the
land unless the Secretary, after certification
that such allowance is unreasonable, shall by
regulation prescribe a lesser percentage): Pro-
vided, That in the case of properties other than
new construction the principal obligation
shall not exceed 90 per centum of the Sec-
retary’s estimate of the value of the property
or project: And provided further, That the Sec-
retary may in his discretion require such
mortgagor to be regulated or restricted as to
rents or sales, charges, capital structure, rate
of return, and methods of operating, and for
such purpose the Secretary may make con-
tracts with and acquire for not to exceed $100
such stock or interest in any such mortgagor
as the Secretary may deem necessary to
render effective such restrictions or regula-
tions; such stock or interest shall be paid for
out of the General Insurance Fund and shall be
redeemed by the mortgagor at par upon the
termination of all obligations of the Secretary
under the insurance;

(5) provide for a complete amortization by
periodic payments (unless otherwise approved
by the Secretary) within such terms as the
Secretary shall prescribe;

(6) bear interest at such rate as may be
agreed upon by the mortgagor and the mortga-
gee; and

(7) cover a property or project which is ap-
proved for mortgage insurance prior to the be-
ginning of construction or rehabilitation, with
50 per centum or more of the units therein spe-
cially designed for the use and occupancy of
elderly persons in accordance with standards
established by the Secretary, and which may
include such commercial and special facilities
as the Secretary deems adequate to serve the
occupants.

(d) Release of part of mortgaged property or
project from lien; preferences and priorities
in rental of dwellings

The Secretary may consent to the release of a
part or parts of the mortgaged property or proj-
ect from the lien of any mortgage insured under
this section upon such terms and conditions as
he may prescribe, and shall prescribe such pro-
cedures as in his judgment are necessary to se-
cure to elderly persons a preference or priority
of opportunity to rent the dwellings included in
such property or project.

(e) Applicability of other laws
The provisions of subsections (d), (e), (g), (h),

(i), (j), (k), (l), and (n) of section 1713 of this title
shall apply to mortgages insured under this sec-
tion and all references therein to section 1713 of
this title shall refer to this section.

(f) Handicapped family units and facilities; rent-
al preference or priority

Notwithstanding any of the provisions of this
section, the housing provided under this section
may include family units which are specially de-
signed for the use and occupancy of any person
or family qualifying as a handicapped family as
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2 See References in Text note below.

defined in section 1701q 2 of this title, and such
special facilities as the Secretary deems ade-
quate to serve handicapped families (as so de-
fined). The Secretary may also prescribe proce-
dures to secure to such families preference or
priority of opportunity to rent the living units
specially designed for their use and occupancy.

(June 27, 1934, ch. 847, title II, § 231, as added
Pub. L. 86–372, title II, § 201(a), Sept. 23, 1959, 73
Stat. 665; amended Pub. L. 87–70, title VI,
§ 612(m), June 30, 1961, 75 Stat. 183; Pub. L. 88–560,
title I, § 107(e), title II, § 203(c), Sept. 2, 1964, 78
Stat. 776, 784; Pub. L. 89–117, title II, § 207(e),
title XI, § 1108(l), Aug. 10, 1965, 79 Stat. 467, 505;
Pub. L. 90–19, § 1(a)(3), (4), May 25, 1967, 81 Stat.
17; Pub. L. 90–301, § 3(d), May 7, 1968, 82 Stat. 114;
Pub. L. 91–152, title I, § 113(g), Dec. 24, 1969, 83
Stat. 384; Pub. L. 93–383, title III, §§ 303(f), 304(f),
Aug. 22, 1974, 88 Stat. 677, 678; Pub. L. 94–173, § 3,
Dec. 23, 1975, 89 Stat. 1027; Pub. L. 94–375, § 8(a),
(b)(6), Aug. 3, 1976, 90 Stat. 1071, 1072; Pub. L.
96–153, title III, § 314, Dec. 21, 1979, 93 Stat. 1117;
Pub. L. 96–399, title III, § 310(e), Oct. 8, 1980, 94
Stat. 1642; Pub. L. 97–35, title III, § 339B(a), Aug.
13, 1981, 95 Stat. 417; Pub. L. 97–377, title I,
§ 101(g), Dec. 21, 1982, 96 Stat. 1908; Pub. L. 98–181,
title IV, §§ 404(b)(9), 446(e), Nov. 30, 1983, 97 Stat.
1209, 1228; Pub. L. 100–242, title IV, § 426(f), (h),
Feb. 5, 1988, 101 Stat. 1916; Pub. L. 102–550, title
V, § 509(f), Oct. 28, 1992, 106 Stat. 3783; Pub. L.
107–73, title II, § 213(f), Nov. 26, 2001, 115 Stat. 677;
Pub. L. 107–326, § 5(b)(6), Dec. 4, 2002, 116 Stat.
2795.)

REFERENCES IN TEXT

Section 1720 of this title, referred to in subsec.
(c)(2)(B), was repealed by Pub. L. 98–181, title IV,
§ 483(a), Nov. 30, 1983, 97 Stat. 1240.

Section 8211 of title 42, referred to in subsec. (c)(2)(C),
was omitted from the Code pursuant to section 8229 of
Title 42, The Public Health and Welfare, which termi-
nated authority under that section on June 30, 1989.

The General Insurance Fund, referred to in subsec.
(c)(4), was established by section 1735c of this title.

Section 1701q of this title, referred to in subsec. (f),
was amended generally by Pub. L. 101–625, title VIII,
§ 801(a), Nov. 28, 1990, 104 Stat. 4297, and, as so amended,
no longer defines the term ‘‘handicapped family’’.

AMENDMENTS

2002—Subsec. (c)(2). Pub. L. 107–326 inserted ‘‘(A)’’
after ‘‘(2)’’ and substituted ‘‘; (B) the Secretary may,
by regulation, increase any of the dollar limitations in
subparagraph (A) (as such limitations may have been
adjusted in accordance with section 1712a of this title)’’
for ‘‘; and except that the Secretary may, by regula-
tion, increase any of the foregoing dollar amount limi-
tations contained in this paragraph’’ and ‘‘; (C) the
Secretary may, by regulation, increase any of the dol-
lar limitations in subparagraph (A) (as such limitations
may have been adjusted in accordance with section
1712a of this title)’’ for ‘‘: Provided, That the Secretary
may further increase the dollar amount limitations
which would otherwise apply for the purpose of this
section’’.

2001—Subsec. (c)(2). Pub. L. 107–73 substituted
‘‘$35,978’’, ‘‘$40,220’’, ‘‘$48,029’’, ‘‘$57,798’’, and ‘‘$67,950’’
for ‘‘$28,782’’, ‘‘$32,176’’, ‘‘$38,423’’, ‘‘$46,238’’, and
‘‘$54,360’’, respectively, and ‘‘$40,876’’, ‘‘$46,859’’,
‘‘$56,979’’, ‘‘$73,710’’, and ‘‘$80,913’’ for ‘‘$32,701’’,
‘‘$37,487’’, ‘‘$45,583’’, ‘‘$58,968’’, and ‘‘$64,730’’, respec-
tively.

1992—Subsec. (c)(2). Pub. L. 102–550 substituted
‘‘$28,782’’, ‘‘$32,176’’, ‘‘$38,423’’, ‘‘$46,238’’, and ‘‘$54,360’’
for ‘‘$23,985’’, ‘‘$26,813’’, ‘‘$32,019’’, ‘‘$38,532’’, and
‘‘$45,300’’, respectively, and ‘‘$32,701’’, ‘‘$37,487’’,
‘‘$45,583’’, ‘‘$58,968’’, and ‘‘$64,730’’ for ‘‘$27,251’’,
‘‘$31,239’’, ‘‘$37,986’’, ‘‘$49,140’’, and ‘‘$53,942’’, respec-
tively.

1988—Subsec. (c)(2). Pub. L. 100–242 substituted
‘‘$23,985’’, ‘‘$26,813’’, ‘‘$32,019’’, ‘‘$38,532’’, and ‘‘$45,300’’
for ‘‘$18,450’’, ‘‘$20,625’’, ‘‘$24,630’’, ‘‘$29,640’’, and
‘‘$34,846’’, respectively, and ‘‘$27,251’’, ‘‘$31,239’’,
‘‘$37,986’’, ‘‘$49,140’’, and ‘‘$53,942’’ for ‘‘$20,962’’,
‘‘$24,030’’, ‘‘$29,220’’, ‘‘$37,800’’, and ‘‘$41,494’’, respec-
tively, and substituted ‘‘not to exceed 110 percent in
any geographical area where the Secretary finds that
cost levels so require and by not to exceed 140 percent
where the Secretary determines it necessary on a
project-by-project basis, but in no case may any such
increase exceed 90 percent where the Secretary deter-
mines that a mortgage purchased or to be purchased by
the Government National Mortgage Association in im-
plementing its special assistance functions under sec-
tion 1720 of this title (as such section existed imme-
diately before November 30, 1983) is involved’’ for ‘‘not
to exceed 75 per centum in any geographical area where
he finds that cost levels so require, except that, where
the Secretary determines it necessary on a project by
project basis, the foregoing dollar amount limitations
contained in this paragraph may be exceeded by not to
exceed 90 per centum (by not to exceed 140 per centum
where the Secretary determines that a mortgage other
than one purchased or to be purchased under section
1720 of this title by the Government National Mortgage
Association in implementing its special assistance
functions is involved) in such an area’’.

1983—Subsec. (c)(5). Pub. L. 98–181, § 446(e), inserted
‘‘(unless otherwise approved by the Secretary)’’ after
‘‘periodic payments’’.

Subsec. (c)(6). Pub. L. 98–181, § 404(b)(9), substituted
provision that the interest rate be at such a rate as
agreed upon by the mortgagor and the mortgagee for
provision that the interest rate, exclusive of premium
charges for insurance, not exceed 5 per centum per
annum on the amount of the principal obligation out-
standing at any time, or not exceed such per centum
per annum not in excess of 6 per centum as the Sec-
retary finds necessary to meet the mortgage market.

1982—Subsec. (c)(2). Pub. L. 97–377 inserted ‘‘(by not
to exceed 140 per centum where the Secretary deter-
mines that a mortgage other than one purchased or to
be purchased under section 1720 of this title by the Gov-
ernment National Mortgage Association in implement-
ing its special assistance functions is involved)’’ after
‘‘90 per centum’’.

1981—Subsec. (c)(2). Pub. L. 97–35 inserted ‘‘therein’’
after ‘‘installation’’ and struck out ‘‘therein’’ after
‘‘measure’’.

1980—Subsec. (c)(2). Pub. L. 96–399 inserted proviso re-
lating to increase of dollar amount limitations due to
installation of a solar energy system.

1979—Subsec. (c)(2). Pub. L. 96–153 substituted ‘‘75 per
centum’’ for ‘‘50 per centum’’ and inserted exception
that the dollar amount limitations may be exceeded by
not be exceed 90 per centum where the Secretary deter-
mines it to be necessary.

1976—Subsec. (c)(2). Pub. L. 94–375 substituted ‘‘50 per
centum in any geographical area’’ for ‘‘75 per centum in
any geographical area’’, ‘‘$18,450’’ for ‘‘$12,300’’,
‘‘$20,625’’ for ‘‘$17,188’’, ‘‘$24,630’’ for ‘‘$20,525’’, ‘‘$29,640’’
for ‘‘$24,700’’, ‘‘$34,846’’ for ‘‘$29,038’’, ‘‘$20,962’’ for
‘‘$13,975’’, ‘‘$24,030’’ for ‘‘$20,025’’, ‘‘$29,220’’ for ‘‘$24,350’’,
‘‘$37,800’’ for ‘‘$31,500’’, and ‘‘$41,494’’ for ‘‘$34,578’’.

1975—Subsec. (c)(2). Pub. L. 94–173 raised from 45 per
centum to 75 per centum the amount by which any dol-
lar limitation may, by regulation, be increased.

1974—Subsec. (c)(1). Pub. L. 93–383, § 304(f), struck out
par. (1) which set forth limits on principal obligations
of mortgages.

Subsec. (c)(2). Pub. L. 93–383, § 303(f), substituted
‘‘$12,300’’ for ‘‘$8,800’’, ‘‘$13,975’’ for ‘‘$10,450’’, ‘‘$17,188’’



Page 639 TITLE 12—BANKS AND BANKING § 1715w

for ‘‘$12,375’’, ‘‘$20,025’’ for ‘‘$14,850’’, ‘‘$20,525’’ for
‘‘$14,850’’, ‘‘$24,350’’ for ‘‘$17,600’’, ‘‘$24,700’’ for ‘‘$18,700’’,
‘‘$29,038’’ for ‘‘$21,175’’, ‘‘$31,500’’ for ‘‘$22,000’’, and
‘‘$34,578’’ for ‘‘$25,025’’.

1969—Subsec. (c)(2). Pub. L. 91–152 substituted
‘‘$8,800’’ for ‘‘$8,000’’, ‘‘$10,450’’ for ‘‘$9,500’’, ‘‘$12,375’’ for
‘‘$11,250’’, ‘‘$14,850’’ for ‘‘$13,500’’ wherever appearing,
‘‘$17,600’’ for ‘‘$16,000’’, ‘‘$18,700’’ for ‘‘$17,000’’, ‘‘$21,175’’
for ‘‘$19,250’’, ‘‘$22,000’’ for ‘‘$20,000’’, and ‘‘$25,025’’ for
‘‘$22,750’’.

1968—Subsec. (c)(6). Pub. L. 90–301 increased limita-
tion on interest rates from 51⁄2 to 6 per centum per
annum.

1967—Pub. L. 90–19, § 1(a)(3), substituted ‘‘Secretary’’
for ‘‘Commissioner’’ wherever appearing in subsecs. (b),
(c)(2) to (7), (d), and (f).

Subsec. (c)(3), (4). Pub. L. 90–19, § 1(a)(4), substituted
‘‘Secretary’s’’ for ‘‘Commissioner’s’’.

1965—Subsec. (c)(2). Pub. L. 89–117, § 207(e), sub-
stituted ‘‘$17,000 per family unit with three bedrooms,
and $19,250 per family unit with four or more bed-
rooms’’ for ‘‘and $17,000 per family unit with three or
more bedrooms’’ and ‘‘$20,000 per family unit with three
bedrooms, and $22,750 per family unit with four or more
bedrooms’’ for ‘‘and $20,000 per family unit with three
or more bedrooms’’.

Subsec. (c)(4). Pub. L. 89–117, § 1108(l)(1), substituted
‘‘General Insurance Fund’’ for ‘‘section 207 Housing In-
surance Fund’’.

Subsec. (e). Pub. L. 89–117, § 1108(l)(2), struck out ref-
erences to subsecs. (f), (m) and (p) of section 1713 of this
title.

1964—Subsec. (c)(2). Pub. L. 88–560, § 107(e), changed
limits on mortgages for property or project attrib-
utable to dwelling use from ‘‘$2,250 per room (or $9,000
per family unit if the number of rooms in such property
or project is less than four per family unit)’’ to ‘‘$8,000
per family unit without a bedroom, $11,250 per family
unit with one bedroom, $13,500 per family unit with two
bedrooms, and $17,000 per family unit with three or
more bedrooms’’, changed such mortgage limits on
project consisting of elevator-type structures from a
sum ‘‘of $2,250 per room to not to exceed $2,750 per
room, and the dollar amount limitation of $9,000 per
family unit to not to exceed $9,400 per family unit’’ to
dollar amount limitations ‘‘per family unit to not to
exceed $9,500 per family unit without a bedroom, $13,500
per family unit with one bedroom, $16,000 per family
unit with two bedrooms, and $20,000 per family unit
with three or more bedrooms’’, and substituted provi-
sions authorizing an increase ‘‘by not to exceed 45 per
centum’’ of any of such limits because of cost levels for
former provision authorizing such increase ‘‘by not to
exceed $1,250 per room, without regard to the number of
rooms being less than four, or four or more’’.

Subsec. (f). Pub. L. 88–560, § 203(c), added subsec. (f).
1961—Subsec. (c)(2). Pub. L. 87–70 increased the maxi-

mum amount of mortgages from not more than $9,000
per dwelling unit for such part of such property or
project as may be attributable to dwelling use to not
more than $2,250 per room (or $9,000 per family unit if
the number of rooms in such property or project is less
than four per family unit) for such part of such prop-
erty or project as may be attributable to dwelling use
(excluding exterior land improvements), and permitted
an increase of from $2,250 per room to not more than
$2,750 per room to compensate for the higher costs inci-
dent to the construction of elevator-type structures.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

REPEALS

The directory language of, but not the amendment
made by, Pub. L. 90–301, § 3(d), May 7, 1968, 82 Stat. 114,
cited as a credit to this section, was repealed by Pub.
L. 98–181, title IV, § 404(a), Nov. 30, 1983, 97 Stat. 1208.

LIMITATION ON NUMBER OF DWELLING UNITS WITH
MORTGAGES NOT PROVIDING FOR COMPLETE AMORTI-
ZATION

For limitation on the number of dwelling units with
mortgages not providing for complete amortization
pursuant to authority granted by amendment to sub-
sec. (c)(5) by section 446 of Pub. L. 98–181, see section
446(f) of Pub. L. 98–181, set out as a note under section
1713 of this title.

AMENDMENTS TO PROVISIONS FOR FAMILY UNIT LIMITS
ON RENTAL HOUSING; EQUITABLE APPLICATION OF
SUCH AMENDMENTS OR PRE-AMENDMENT PROVISIONS
TO PROJECTS SUBMITTED FOR CONSIDERATION PRIOR
TO SEPTEMBER 2, 1964

Equitable application of amendment to subsec. (c)(2)
of this section by section 107(e) of Pub. L. 88–560 or pre-
amendment provisions to projects submitted for con-
sideration prior to Sept. 2, 1964, see section 107(g) of
Pub. L. 88–560, set out as a note under section 1713 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1701s, 1712a,
1715c, 1715q, 1715r, 1717 of this title; title 42 sections
3013, 3535, 4822.

§ 1715w. Mortgage insurance for nursing homes,
intermediate care facilities, and board and
care homes

(a) Purpose
The purpose of this section is to assist in the

provision of facilities for any of the following
purposes or for a combination of such purposes:

(1) The development of nursing homes for
the care and treatment of convalescents and
other persons who are not acutely ill and do
not need hospital care but who require skilled
nursing care and related medical services, in-
cluding additional facilities for the non-
resident care of elderly individuals and others
who are able to live independently but who re-
quire care during the day.

(2) The development of intermediate care fa-
cilities and board and care homes for the care
of persons who, while not in need of nursing
home care and treatment, nevertheless are un-
able to live fully independently and who are in
need of minimum but continuous care pro-
vided by licensed or trained personnel, includ-
ing additional facilities for the nonresident
care of elderly individuals and others who are
able to live independently but who require
care during the day.

(3) The development of assisted living facili-
ties for the care of frail elderly persons.

(b) Definitions
For the purposes of this section—

(1) the term ‘‘nursing home’’ means a public
facility, proprietary facility or facility of a
private nonprofit corporation or association,
licensed or regulated by the State (or, if there
is no State law providing for such licensing
and regulation by the State, by the municipal-
ity or other political subdivision in which the
facility is located), for the accommodation of
convalescents or other persons who are not
acutely ill and not in need of hospital care but
who require skilled nursing care and related
medical services, in which such nursing care
and medical services are prescribed by, or are
performed under the general direction of, per-
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sons licensed to provide such care or services
in accordance with the laws of the State where
the facility is located;

(2) the term ‘‘intermediate care facility’’
means a proprietary facility or facility of a
private nonprofit corporation or association
licensed or regulated by the State (or, if there
is no State law providing for such licensing
and regulation by the State, by the municipal-
ity or other political subdivision in which the
facility is located) for the accommodation of
persons who, because of incapacitating infir-
mities, require minimum but continuous care
but are not in need of continuous medical or
nursing services;

(3) the term a 1 ‘‘nursing home’’ or ‘‘inter-
mediate care facility’’ may include such addi-
tional facilities as may be authorized by the
Secretary for the nonresident care of elderly
individuals and others who are able to live
independently but who require care during the
day;

(4) the term ‘‘mortgage’’ means a first mort-
gage on real estate in fee simple, or on the in-
terest of either the lessor or lessee thereof (A)
under a lease for not less than ninety-nine
years which is renewable, or (B) under a lease
having a period of not less than ten years to
run beyond the maturity date of the mortgage.
The term ‘‘first mortgage’’ means such classes
of first liens as are commonly given to secure
advances (including but not limited to ad-
vances during construction) on, or the unpaid
purchase price of, real estate under the laws of
the State in which the real estate is located,
together with the credit instrument or instru-
ments, if any, secured thereby, and any mort-
gage may be in the form of one or more trust
mortgages or mortgage indentures or deeds of
trust, securing notes, bonds, or other credit in-
struments, and, by the same instrument or by
a separate instrument, may create a security
interest in initial equipment, whether or not
attached to the realty. The term ‘‘mortgagor’’
shall have the meaning set forth in section
1713(a) of this title;

(5) the term ‘‘board and care home’’ means
any residential facility providing room, board,
and continuous protective oversight that is
regulated by a State pursuant to the provi-
sions of section 1616(e) of the Social Security
Act [42 U.S.C. 1382e(e)], so long as the home is
located in a State that, at the time of an ap-
plication is made for insurance under this sec-
tion, has demonstrated to the Secretary that
it is in compliance with the provisions of such
section 1616(e);

(6) the term ‘‘assisted living facility’’ means
a public facility, proprietary facility, or facil-
ity of a private nonprofit corporation that—

(A) is licensed and regulated by the State
(or if there is no State law providing for
such licensing and regulation by the State,
by the municipality or other political sub-
division in which the facility is located);

(B) makes available to residents support-
ive services to assist the residents in carry-
ing out activities of daily living, such as
bathing, dressing, eating, getting in and out

of bed or chairs, walking, going outdoors,
using the toilet, laundry, home manage-
ment, preparing meals, shopping for per-
sonal items, obtaining and taking medica-
tion, managing money, using the telephone,
or performing light or heavy housework, and
which may make available to residents
home health care services, such as nursing
and therapy; and

(C) provides separate dwelling units for
residents, each of which may contain a full
kitchen and bathroom, and which includes
common rooms and other facilities appro-
priate for the provision of supportive serv-
ices to the residents of the facility; and

(7) the term ‘‘frail elderly person’’ has the
meaning given the term in section 8011(k) of
title 42.

(c) Authorization
The Secretary is authorized to insure any

mortgage (including advances on such mortgage
during construction) in accordance with the pro-
visions of this section upon such terms and con-
ditions as he may prescribe and to make com-
mitments for insurance of such mortgage prior
to the date of its execution or disbursement
thereon.
(d) Terms and conditions; limitation on maxi-

mum amount of mortgage; amortization; in-
terest; certification from State agency

In order to carry out the purposes of this sec-
tion, the Secretary is authorized to insure any
mortgage which covers a new or rehabilitated
nursing home,,2 assisted living facility, or inter-
mediate care facility, including a new addition
to an existing nursing home, assisted living fa-
cility, or intermediate care facility and regard-
less of whether the existing home or facility is
being rehabilitated, or any combination of nurs-
ing home, assisted living facility, and inter-
mediate care facility or a board and care home,
including equipment to be used in its operation,
subject to the following conditions:

(1) The mortgage shall be executed by a
mortgagor approved by the Secretary. The
Secretary may in his discretion require any
such mortgagor to be regulated or restricted
as to charges and methods of financing, and, in
addition thereto, if the mortgagor is a cor-
porate entity, as to capital structure and rate
of return. As an aid to the regulation or re-
striction of any mortgagor with respect to any
of the foregoing matters, the Secretary may
make such contracts with and acquire for not
to exceed $100 such stock or interest in such
mortgagor as he may deem necessary. Any
stock or interest so purchased shall be paid for
out of the General Insurance Fund, and shall
be redeemed by the mortgagor at par upon the
termination of all obligations of the Secretary
under the insurance.

(2) The mortgage shall involve a principal
obligation in an amount not to exceed 90 per
centum of the estimated value of the property
or project, or 95 percent of the estimated value
of the property or project in the case of a
mortgagor that is a private nonprofit corpora-
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tion or association (under the meaning given
such term for purposes of section 1715l(d)(3) of
this title), including—

(A) equipment to be used in the operation
of the home or facility or combined home
and facility when the proposed improve-
ments are completed and the equipment is
installed; or

(B) a solar energy system (as defined in
subparagraph (3) of the last paragraph of sec-
tion 1703(a) of this title) or residential en-
ergy conservation measures (as defined in
section 8211(11)(A) through (G) and (I) of
title 42) 3 in cases where the Secretary deter-
mines that such measures are in addition to
those required under the minimum property
standards and will be cost-effective over the
life of the measure.

(3) The mortgage shall—
(A) provide for complete amortization by

periodic payments within such terms as the
Secretary shall prescribe; and

(B) bear interest at such rate as may be
agreed upon by the mortgagor and the mort-
gagee.

The Secretary shall not promulgate regula-
tions or establish terms or conditions that
interfere with the ability of the mortgagor
and mortgagee to determine the interest rate;
and 4

(4)(A) With respect to nursing homes and in-
termediate care facilities and combined nurs-
ing home and intermediate care facilities, the
Secretary shall not insure any mortgage under
this section unless he has received, from the
State agency designated in accordance with
section 604(a)(1) or section 1521 3 of the Public
Health Service Act [42 U.S.C. 291d (a)(1), 300m]
for the State in which is located the nursing
home or intermediate care facility or com-
bined nursing home and intermediate care fa-
cility covered by the mortgage, a certification
that (i) there is a need for such home or facil-
ity or combined home and facility, and (ii)
there are in force in such State or in the mu-
nicipality or other political subdivision of the
State in which the proposed home or facility
or combined home and facility is to be located
reasonable minimum standards of licensure
and methods of operation governing it. No
such mortgage shall be insured under this sec-
tion unless the Secretary has received such as-
surance as he may deem satisfactory from the
State agency that such standards will be ap-
plied and enforced with respect to any home or
facility or combined home and facility located
in the State for which mortgage insurance is
provided under this section. If no such State
agency exists, or if the State agency exists but
is not empowered to provide a certification
that there is a need for the home or facility or
combined home and facility as required in
clause (i) of the first sentence, the Secretary
shall not insure any mortgage under this sec-
tion unless (i) the State in which the home or
facility or combined home and facility is lo-
cated has conducted or commissioned and paid

for the preparation of an independent study of
market need and feasibility that (I) is pre-
pared in accordance with the principles estab-
lished by the American Institute of Certified
Public Accountants; (II) assesses, on a
marketwide basis, the impact of the proposed
home or facility or combined home and facil-
ity on, and its relationship to, other health
care facilities and services, the percentage of
excess beds, demographic projections, alter-
native health care delivery systems, and the
reimbursement structure of the home, facility,
or combined home and facility; (III) is ad-
dressed to and is acceptable to the Secretary
in form and substance; and (IV) in the event
the State does not prepare the study, is pre-
pared by a financial consultant who is selected
by the State or the applicant for mortgage in-
surance and is approved by the Secretary; and
(ii) the State complies with the other provi-
sions of this subparagraph that would other-
wise be required to be met by a State agency
designated in accordance with section 604(a)(1)
or section 1521 3 of the Public Health Service
Act. The proposed mortgagor may reimburse
the State for the cost of the independent fea-
sibility study required in the preceding sen-
tence. In the case of a small intermediate care
facility for the mentally retarded or develop-
mentally disabled, or a board and care home
housing less than 10 individuals, the State pro-
gram agency or agencies responsible for li-
censing, certifying, financing, or monitoring
the facility or home may, in lieu of the re-
quirements of clause (i) of the third sentence,
provide the Secretary with written support
identifying the need for the facility or home.

(B) With respect to board and care homes,
the Secretary shall not insure any mortgage
under this section unless he has received from
the appropriate State licensing agency a
statement verifying that the State in which
the home is or is to be located is in compli-
ance with the provisions of section 1616(e) of
the Social Security Act [42 U.S.C. 1382e(e)].

(C) With respect to assisted living facilities
or any such facility combined with any other
home or facility, the Secretary shall not in-
sure any mortgage under this section unless—

(i) the Secretary determines that the level
of financing acquired by the mortgagor and
any other resources available for the facility
will be sufficient to ensure that the facility
contains dwelling units and facilities for the
provision of supportive services in accord-
ance with subsection (b)(6) of this section;

(ii) the mortgagor provides assurances sat-
isfactory to the Secretary that each dwell-
ing unit in the facility will not be occupied
by more than 1 person without the consent
of all such occupants; and

(iii) the appropriate State licensing agency
for the State, municipality, or other politi-
cal subdivision in which the facility is or is
to be located provides such assurances as the
Secretary considers necessary that the facil-
ity will comply with any applicable stand-
ards and requirements for such facilities.

(e) Release of part of mortgaged property or
project from lien

The Secretary may consent to the release of a
part or parts of the mortgaged property or proj-
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ect from the lien of any mortgage insured under
this section upon such terms and conditions as
he may prescribe.
(f) Applicability of other laws

The provisions of subsections (d), (e), (g), (h),
(i), (j), (k), (l), and (n) of section 1713 of this title
shall apply to mortgages insured under this sec-
tion and all references therein to section 1713 of
this title shall refer to this section.
(g) Regulations covering intermediate care facili-

ties; consultations
The Secretary shall prescribe such regulations

as may be necessary to carry out the provisions
of this section relating to intermediate care fa-
cilities, after consulting with the Secretary of
Health and Human Services with respect to any
health or medical aspects of the program which
may be involved in such regulations.
(h) Consultations concerning need for and avail-

ability of intermediate care facilities
The Secretary shall also consult with the Sec-

retary of Health and Human Services as to the
need for and the availability of intermediate
care facilities in any area for which an inter-
mediate care facility is proposed under this sec-
tion.
(i) Fire safety equipment for nursing homes, as-

sisted living facilities, intermediate care fa-
cilities, or board and care homes

(1) The Secretary is authorized upon such
terms and conditions as he may prescribe to
make commitments to insure and to insure
loans made by financial institutions or other ap-
proved mortgagees to nursing homes, assisted
living facilities, and intermediate care facilities
or to board and care homes to provide for the
purchase and installation of fire safety equip-
ment necessary for compliance with the 1967 edi-
tion of the Life Safety Code of the National Fire
Protection Association (or any subsequent edi-
tion specified by the Secretary of Health and
Human Services) or other such codes or require-
ments approved by the Secretary of Health and
Human Services as conditions of participation
for providers of services under title XVIII and
title XIX of the Social Security Act [42 U.S.C.
1395 et seq., 1396 et seq.] or as mandated by a
State under the provisions of section 1616(e) of
such Act [42 U.S.C. 1383e(e)].

(2) To be eligible for insurance under this sub-
section a loan shall—

(A) not exceed the Secretary’s estimate of
the reasonable cost of the equipment fully in-
stalled;

(B) bear interest at such rate as may be
agreed upon by the mortgagor and the mortga-
gee;

(C) have a maturity satisfactory to the Sec-
retary;

(D) be made by a financial institution or
other mortgagee approved by the Secretary as
eligible for insurance under section 1703 of this
title or a mortgagee approved under section
1709(b)(1) of this title;

(E) comply with other such terms, condi-
tions, and restrictions as the Secretary may
prescribe; and

(F) in the case of board and care homes, be
made with respect to such a home located in a

State with respect to which the Secretary has
received from the appropriate State licensing
agency a statement verifying that the State in
which the home is or is to be located is in
compliance with the provisions of section
1616(e) of the Social Security Act [42 U.S.C.
1382e(e)]:

(3) The provisions of paragraphs (5), (6), (7), (9),
and (10) of section 1715k(h) of this title shall be
applicable to loans insured under this sub-
section, except that all references to ‘‘home im-
provement loans’’ shall be construed to refer to
loans under this subsection.

(4) The provisions of subsections (c), (d), and
(h) of section 1703 of this title shall apply to
loans insured under this subsection, and for the
purpose of this subsection references in such
subsections to ‘‘this section’’ or ‘‘this title’’
shall be construed to refer to this subsection.
(j) Schedules and deadlines for processing and

approval of applications
The Secretary shall establish schedules and

deadlines for the processing and approval (or
provision of notice of disapproval) of applica-
tions for mortgage insurance under this section.
The Secretary shall submit a report to the Con-
gress annually describing such schedules and
deadlines and the extent of compliance by the
Department with the schedules and deadlines
during the year.

(June 27, 1934, ch. 847, title II, § 232, as added
Pub. L. 86–372, title I, § 115, Sept. 23, 1959, 73 Stat.
663; amended Pub. L. 87–70, title VI, § 610, June
30, 1961, 75 Stat. 180; Pub. L. 88–560, title I, § 117,
Sept. 2, 1964, 78 Stat. 779; Pub. L. 89–117, title XI,
§ 1108(m), Aug. 10, 1965, 79 Stat. 505; Pub. L. 90–19,
§ 1(a)(3), May 25, 1967, 81 Stat. 17; Pub. L. 90–448,
title III, § 314, Aug. 1, 1968, 82 Stat. 511; Pub. L.
91–152, title I, § 111, Dec. 24, 1969, 83 Stat. 382;
Pub. L. 93–204, Dec. 28, 1973, 87 Stat. 883; Pub. L.
93–383, title III, § 304(g), Aug. 22, 1974, 88 Stat. 678;
Pub. L. 95–128, title III, § 308(a), Oct. 12, 1977, 91
Stat. 1135; Pub. L. 95–557, title III, § 312, Oct. 31,
1978, 92 Stat. 2099; Pub. L. 96–399, title III, § 310(f),
Oct. 8, 1980, 94 Stat. 1643; Pub. L. 98–181, title IV,
§§ 404(b)(10), 437, Nov. 30, 1983, 97 Stat. 1209, 1222,
1223; Pub. L. 98–479, title I, § 104(a)(1), Oct. 17,
1984, 98 Stat. 2224; Pub. L. 100–242, title IV,
§§ 410(a), (b), 429(e), Feb. 5, 1988, 101 Stat. 1904,
1918; Pub. L. 102–550, title V, § 511(a)–(e), Oct. 28,
1992, 106 Stat. 3784–3786; Pub. L. 105–65, title II,
§ 216, Oct. 27, 1997, 111 Stat. 1367; Pub. L. 105–276,
title II, § 214(a), Oct. 21, 1998, 112 Stat. 2486.)

REFERENCES IN TEXT

The General Insurance Fund, referred to in subsec.
(d)(1), was established by section 1735c of this title.

Section 8211 of title 42, referred to in subsec. (d)(2)(B),
was omitted from the Code pursuant to section 8229 of
Title 42, The Public Health and Welfare, which termi-
nated authority under that section on June 30, 1989.

Section 1521 of the Public Health Service Act, re-
ferred to in subsec. (d)(4)(A), is section 1521 of act July
1, 1944, which was classified to section 300m of Title 42,
The Public Health and Welfare, prior to repeal, effec-
tive Jan. 1, 1987, by Pub. L. 99–660, title VII, § 701(a),
Nov. 14, 1986, 100 Stat. 3799.

The Social Security Act, referred to in subsec. (i)(1),
is act Aug. 13, 1935, ch. 531, 49 Stat. 620, as amended.
Titles XVIII and XIX of the Act are classified generally
to subchapters XVIII (§ 1395 et seq.) and XIX (§ 1396 et



Page 643 TITLE 12—BANKS AND BANKING § 1715w

seq.) of chapter 7 of Title 42, The Public Health and
Welfare. For complete classification of this Act to the
Code, see section 1305 of Title 42 and Tables.

AMENDMENTS

1998—Subsec. (b)(4)(B). Pub. L. 105–276 made technical
correction to directory language of Pub. L. 105–65. See
1997 Amendment note below.

1997—Subsec. (b)(4)(B). Pub. L. 105–65, as amended by
Pub. L. 105–276, substituted ‘‘ten years to run beyond
the maturity date of the mortgage’’ for ‘‘fifty years to
run from the date the mortgage was executed’’.

1992—Subsec. (a). Pub. L. 102–550, § 511(a)(1), sub-
stituted ‘‘any’’ for ‘‘either’’ in introductory provisions.

Subsec. (a)(3). Pub. L. 102–550, § 511(a)(2), added par.
(3).

Subsec. (b)(6), (7). Pub. L. 102–550, § 511(b), added pars.
(6) and (7).

Subsec. (d). Pub. L. 102–550, § 511(c)(1), in introductory
provisions, inserted ‘‘, assisted living facility,’’ after
‘‘rehabilitated nursing home,’’, substituted ‘‘any com-
bination of nursing home, assisted living facility, and
intermediate care facility’’ for ‘‘combined nursing
home and intermediate care facility’’, and inserted
‘‘, including a new addition to an existing nursing
home, assisted living facility, or intermediate care fa-
cility and regardless of whether the existing home or
facility is being rehabilitated,’’ after first reference to
‘‘intermediate care facility’’.

Subsec. (d)(2). Pub. L. 102–550, § 511(c)(2), inserted ‘‘or
95 percent of the estimated value of the property or
project in the case of a mortgagor that is a private non-
profit corporation or association (under the meaning
given such term for purposes of section 1715l(d)(3) of
this title),’’ before ‘‘including’’ in introductory provi-
sions.

Subsec. (d)(3). Pub. L. 102–550, § 511(c)(3), inserted con-
cluding provisions.

Subsec. (d)(4)(C). Pub. L. 102–550, § 511(c)(4), added sub-
par. (C).

Subsec. (i)(1). Pub. L. 102–550, § 511(d), inserted
‘‘, assisted living facilities,’’ after ‘‘nursing homes’’.

Subsec. (j). Pub. L. 102–550, § 511(e), added subsec. (j).
1988—Subsec. (b)(1). Pub. L. 100–242, § 410(a), inserted

‘‘public facility,’’ before ‘‘proprietary’’.
Subsec. (b)(3) to (5). Pub. L. 100–242, § 429(e)(1), in-

dented as par. (3) former run-in cl. (3) defining ‘‘nursing
home’’ and ‘‘intermediate care facility’’, inserted ‘‘the
term’’, and struck out ‘‘and’’ after semicolon at end, re-
designated as par. (4) former par. (3) defining ‘‘mort-
gage’’, and redesignated as par. (5) former par. (4).

Subsec. (d)(4)(A). Pub. L. 100–242, § 410(b), inserted ‘‘If
no such State agency exists, or if the State agency ex-
ists but is not empowered to provide a certification
that there is a need for the home or facility or com-
bined home and facility as required in clause (i) of the
first sentence, the Secretary shall not insure any mort-
gage under this section unless (i) the State in which
the home or facility or combined home and facility is
located has conducted or commissioned and paid for
the preparation of an independent study of market need
and feasibility that (I) is prepared in accordance with
the principles established by the American Institute of
Certified Public Accountants; (II) assesses, on a
marketwide basis, the impact of the proposed home or
facility or combined home and facility on, and its rela-
tionship to, other health care facilities and services,
the percentage of excess beds, demographic projections,
alternative health care delivery systems, and the reim-
bursement structure of the home, facility, or combined
home and facility; (III) is addressed to and is accept-
able to the Secretary in form and substance; and (IV)
in the event the State does not prepare the study, is
prepared by a financial consultant who is selected by
the State or the applicant for mortgage insurance and
is approved by the Secretary; and (ii) the State com-
plies with the other provisions of this subparagraph
that would otherwise be required to be met by a State
agency designated in accordance with section 291d(a)(1)
or section 300m of title 42. The proposed mortgagor

may reimburse the State for the cost of the independ-
ent feasibility study required in the preceding sen-
tence. In the case of a small intermediate care facility
for the mentally retarded or developmentally disabled,
or a board and care home housing less than 10 individ-
uals, the State program agency or agencies responsible
for licensing, certifying, financing, or monitoring the
facility or home may, in lieu of the requirements of
clause (i) of the third sentence, provide the Secretary
with written support identifying the need for the facil-
ity or home.’’

Subsec. (i)(2)(B). Pub. L. 100–242, § 429(e)(2), amended
subpar. (B) generally. Prior to amendment, subpar. (B)
read as follows: ‘‘bear interest at not to exceed a rate
determined by the Secretary to be necessary to meet
the loan market’’.

1984—Pub. L. 98–479 inserted reference to board and
care homes in section catchline.

1983—Subsec. (a)(2). Pub. L. 98–181, § 437(a), inserted
‘‘and board and care homes’’ after ‘‘intermediate care
facilities’’.

Subsec. (b)(4). Pub. L. 98–181, § 437(b), added par. (4).
Subsec. (d). Pub. L. 98–181, § 437(c)(1), in provisions

preceding par. (1) inserted ‘‘or a board and care home’’
after ‘‘and intermediate care facility,’’.

Subsec. (d)(3)(B). Pub. L. 98–181, § 404(b)(10), sub-
stituted provision that the interest rate be at such a
rate as agreed upon by the mortgagor and the mortga-
gee for provision that the interest rate, exclusive of
premium charges for insurance, not exceed 5 per cen-
tum per annum on the amount of the principal obliga-
tion outstanding at any time, or not exceed such per
centum per annum not in excess of 6 per centum as the
Secretary finds necessary to meet the mortgage mar-
ket.

Subsec. (d)(4). Pub. L. 98–181, § 437(c)(2), designated ex-
isting provision as subpar. (A), substituted ‘‘With re-
spect to nursing homes and intermediate care facilities
and combined nursing home and intermediate care fa-
cilities, the’’ for ‘‘The’’ and ‘‘(i)’’ and ‘‘(ii)’’ for ‘‘(A)’’
and ‘‘(B)’’, respectively, and added subpar. (B).

Subsecs. (g), (h). Pub. L. 98–181, § 437(d), (e), sub-
stituted ‘‘Health and Human Services’’ for ‘‘Health,
Education, and Welfare’’.

Subsec. (i)(1). Pub. L. 98–181, § 437(f)(1), inserted ‘‘or to
board and care homes’’ after ‘‘intermediate care facili-
ties’’, ‘‘(or any subsequent edition specified by the Sec-
retary of Health and Human Services)’’ after ‘‘Associa-
tion’’, and ‘‘or as mandated by a State under provisions
of section 1616(e) of such Act’’ after ‘‘Social Security
Act’’, and substituted ‘‘Health and Human Services’’
for ‘‘Health, Education, and Welfare’’.

Subsec. (i)(2)(F). Pub. L. 98–181, § 437(f)(2), added sub-
par. (F).

1980—Subsec. (d)(2). Pub. L. 96–399 revised existing
provisions into introductory paragraph and subpar. (A)
and added subpar. (B).

1978—Subsec. (a). Pub. L. 95–557, § 312(a), inserted
‘‘, including additional facilities for the nonresident
care of elderly individuals and others who are able to
live independently but who require care during the
day’’ after pars. (1) and (2).

Subsec. (b)(2). Pub. L. 95–557, § 312(b), inserted ‘‘(3) a
‘nursing home’ or ‘intermediate care facility’ may in-
clude such additional facilities as may be authorized by
the Secretary for the nonresident care of elderly indi-
viduals and others who are able to live independently
but who require care during the day’’.

1977—Subsec. (d)(4). Pub. L. 95–128 inserted reference
to section 300m of title 42.

1974—Subsec. (d)(2). Pub. L. 93–383 struck out ‘‘not to
exceed $12,500,000, and’’ after ‘‘an amount’’.

1973—Subsec. (i). Pub. L. 93–204 added subsec. (i).
1969—Subsec. (a). Pub. L. 91–152, § 111(1), added to stat-

ed purpose of this section of developing nursing homes,
the development of intermediate care facilities or the
development of such facilities in combination with
nursing home facilities.

Subsec. (b). Pub. L. 91–152, § 111(2), (3), struck out
‘‘and’’ after ‘‘is located;’’ in par. (1), redesignated par.
(2) as (3), and added par. (2).
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Subsec. (d). Pub. L. 91–152, § 111(4), inserted provision
authorizing the Secretary to insure any mortgage
which covers an intermediate care facility or combined
nursing home and intermediate care facility.

Subsec. (d)(2). Pub. L. 91–152, § 111(5), substituted ‘‘op-
eration of the home or facility or combined home or fa-
cility’’ for ‘‘operation of the nursing home’’.

Subsec. (d)(4). Pub. L. 91–152, § 111(6), substituted
‘‘section 291d(a)(1) of title 42’’ for ‘‘section 291b(a)(1) of
title 42’’, and made provisions applicable to the insur-
ance of mortgages covering intermediate care facilities
or combined nursing home and intermediate care facili-
ties.

Subsecs. (g), (h). Pub. L. 91–152, § 111(7), added subsecs.
(g) and (h).

1968—Subsec. (b)(2). Pub. L. 90–448, § 314(1), redefined
term ‘‘mortgage’’ to mean a first mortgage on real es-
tate in fee simple, or on the interest of either the lessor
or lessee thereof under a lease for not less than ninety-
nine years which is renewable, or under a lease having
a period of not less than fifty years to run from the
date the mortgage was executed, and inserted defini-
tion of ‘‘first mortgage’’.

Subsec. (d). Pub. L. 90–448, § 314(2), (3), authorized the
Secretary to insure a mortgage which includes equip-
ment to be used in the operation of a nursing home,
and permitted the value of the equipment to be in-
cluded in the calculation of the 90 per centum of the es-
timated value.

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing.

1965—Subsec. (d)(1). Pub. L. 89–117, § 1108(m)(1), sub-
stituted ‘‘General Insurance Fund’’ for ‘‘section 207
Housing Insurance Fund’’.

Subsec. (f). Pub. L. 89–117, § 1108(m)(2), struck out ref-
erences to subsecs. (f), (m) and (p) of section 1713 of this
title.

1964—Subsec. (b)(1). Pub. L. 88–560 inserted ‘‘or facil-
ity of a private nonprofit corporation or association’’
after ‘‘proprietary facility’’.

1961—Subsec. (d)(2). Pub. L. 87–70 substituted ‘‘90 per
centum’’ for ‘‘75 per centum’’.

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105–276, title II, § 214(b), Oct. 21, 1998, 112 Stat.
2486, provided that: ‘‘The amendment made by sub-
section (a) [amending this section] shall be construed
to have taken effect on October 27, 1997.’’

REGULATIONS

Section 410(c) of Pub. L. 100–242 provided that: ‘‘The
Secretary of Housing and Urban Development shall
issue such regulations as may be necessary to carry out
the amendments made by this section [amending this
section] by not later than the expiration of the 90-day
period following the date of the enactment of this Act
[Feb. 5, 1988].’’

TERMINATION OF REPORTING REQUIREMENTS

For termination, effective May 15, 2000, of reporting
provisions in subsec. (j) of this section, see section 3003
of Pub. L. 104–66, as amended, set out as a note under
section 1113 of Title 31, Money and Finance, and page
105 of House Document No. 103–7.

DELEGATION OF PROCESSING OF MORTGAGE INSURANCE

Secretary of Housing and Urban Development to im-
plement system of mortgage insurance for mortgages
insured under this section that delegates processing
functions to selected approved mortgagees, with Sec-
retary to retain authority to approve rents, expenses,
property appraisals, and mortgage amounts and to exe-
cute firm commitments, see section 328 of Pub. L.
101–625, set out as a note under section 1713 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1701q–2, 1715c,
1715n, 1735f–19 of this title; title 42 sections 1437f, 3013,
4822.

§ 1715x. Experimental housing insurance

(a) Purpose; authorization
(1) In order to assist in lowering housing costs

and improving housing standards, quality, liv-
ability, or durability or neighborhood design
through the utilization of advanced housing
technology, or experimental property standards,
the Secretary is authorized to insure and to
make commitments to insure, under this sec-
tion, mortgages (including home improvement
loans, and including advances on mortgages dur-
ing construction) secured by properties includ-
ing dwellings involving the utilization and test-
ing of advanced technology in housing design,
materials, or construction, or experimental
property standards for neighborhood design if
the Secretary determines that (A) the property
is an acceptable risk, giving consideration to
the need for testing advanced housing tech-
nology or experimental property standards, (B)
the utilization and testing of the advanced tech-
nology or experimental property standards in-
volved will provide data or experience which the
Secretary deems to be significant in reducing
housing costs or improving housing standards,
quality, livability, or durability, or improving
neighborhood design, and (C) the mortgages are
eligible for insurance under the provisions of
this section and under any further terms and
conditions which may be prescribed by the Sec-
retary to establish the acceptability of the
mortgages for insurance.

(2) The Secretary is further authorized to in-
sure and to make commitments to insure, under
this section, mortgages (including advances on
mortgages during construction) secured by prop-
erties in projects to be carried out in accordance
with plans approved by the Secretary under sec-
tion 1701z of this title.
(b) Eligibility for insurance; conditions; limits

To be eligible for insurance under this section,
a mortgage shall meet the requirements of one
of the other sections or subchapters of this chap-
ter; except that, in lieu of determining the ap-
praised value or the replacement cost of the
property in cases involving new construction or
the estimated cost of repair and rehabilitation
of improvement in cases involving existing prop-
erties, the Secretary shall estimate the cost of
replacing the property using comparable con-
ventional design, materials, and construction,
and any limitation upon the maximum mort-
gage amount available to a nonoccupant owner
shall not, in the discretion of the Secretary, be
applicable to mortgages insured under this sec-
tion.
(c) Contracts, agreements, and financial under-

takings with mortgagor
The Secretary may enter into such contracts,

agreements, and financial undertakings with the
mortgagor and others as he deems necessary or
desirable to carry out the purposes of this sec-
tion, and may expend available funds for such
purposes, including the correction (when he de-
termines it necessary to protect the occupants),
at any time subsequent to insurance of a mort-
gage, of defects or failures in the dwellings
which the Secretary finds are caused by or relat-
ed to the advanced housing technology utilized
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in their design or construction or experimental
property standards. Any authority which the
Secretary may exercise in connection with a
mortgage, or property covered by a mortgage,
insured under any other section of this sub-
chapter (including payments to reduce rentals
for, or to facilitate homeownership by, lower in-
come families) may be exercised in connection
with a mortgage, or property covered by a mort-
gage, meeting the requirements of such other
section (except as specified in subsection (b) of
this section), which is insured under this section
to the same extent and in the same manner as
if the mortgage insured under this section was
insured under such other section.
(d) Investigations and analysis of data; publica-

tion and distribution of reports
The Secretary may make such investigations

and analyses of data, and publish and distribute
such reports, as he determines to be necessary
or desirable to assure the most beneficial use of
the data and information to be acquired as a re-
sult of this section.
(e) Entitlement to insurance benefits

Any mortgagee or lender under a mortgage in-
sured under subsection (b) of this section shall
be entitled to insurance benefits determined in
the same manner as such benefits would be de-
termined if such mortgage or loan were insured
under the section or subchapter of this chapter
for which it otherwise would have been eligible
except for the experimental feature of the prop-
erty involved.
(f) Defaults; payment in cash or debentures; ac-

quisition of mortgage
Notwithstanding the provisions of subsection

(e) of this section, in the case of default on any
mortgage insured under this section, the Sec-
retary in his discretion, in accordance with such
regulations as he may prescribe, may make pay-
ments pursuant to such subsections in cash or in
debentures (as provided in the mortgage insur-
ance contract), or may acquire the mortgage
loan and the security therefor upon payment to
the mortgagee in cash or in debentures (as pro-
vided in the mortgage insurance contract) of a
total amount equal to the unpaid principal bal-
ance of the loan plus any accrued interest and
any advances approved by the Secretary made
previously by the mortgagee under the provi-
sions of the mortgage. After the acquisition of
the mortgage by the Secretary the mortgagee
shall have no further rights, liabilities, or obli-
gations with respect to the mortgage. The ap-
propriate provisions of sections 1710 and 1713 of
this title relating to the issuance of debentures
shall apply with respect to debentures issued
under this subsection, and the appropriate pro-
visions of sections 1710 and 1713 of this title re-
lating to the rights, liabilities, and obligations
of a mortgagee shall apply with respect to the
Secretary when he has acquired an insured
mortgage under this subsection, in accordance
with and subject to regulations (modifying such
provisions to the extent necessary to render
their application for such purposes appropriate
and effective) which shall be prescribed by the
Secretary, except that as applied to mortgages
insured under this section (1) all references in

section 1710 of this title to the Mutual Mortgage
Insurance Fund or the Fund shall be construed
to refer to the General Insurance Fund, and (2)
all references in section 1710 of this title to sec-
tion 1709 of this title shall be construed to refer
to this section. If the insurance payment is
made in cash, there shall be added to such pay-
ment an amount equivalent to the interest
which the debentures would have earned, com-
puted to a date to be established pursuant to
regulations issued by the Secretary.

(June 27, 1934, ch. 847, title II, § 233, as added
Pub. L. 87–70, title I, § 103, June 30, 1961, 75 Stat.
158; amended Pub. L. 88–560, title I, §§ 105(c)(1),
118, Sept. 2, 1964, 78 Stat. 772, 779; Pub. L. 89–117,
title XI, § 1108(n), Aug. 10, 1965, 79 Stat. 505; Pub.
L. 90–19, § 1(a)(3), May 25, 1967, 81 Stat. 17; Pub.
L. 90–448, title I, § 108(f), title III, § 309, Aug. 1,
1968, 82 Stat. 496, 509.)

REFERENCES IN TEXT

The General Insurance Fund, referred to in subsec.
(f), was established by section 1735c of this title.

AMENDMENTS

1968—Subsec. (a). Pub. L. 90–448, § 108(f)(1), designated
existing provision as par. (1), redesignated cls. (1), (2),
and (3) as cls. (A), (B), and (C), respectively, and added
par. (2).

Subsec. (b). Pub. L. 90–448, § 309(1), substituted ‘‘one of
the other sections or subchapters of this chapter’’ for
‘‘one of the other sections of this subchapter’’.

Subsec. (c). Pub. L. 90–448, § 108(f)(2), inserted sen-
tence providing that any authority which the Sec-
retary may exercise in connection with a mortgage, or
property covered by a mortgage, insured under any
other section of this subchapter (including payments to
reduce rentals for, or to facilitate homeownership by,
lower income families) may be exercised in connection
with a mortgage, or property covered by a mortgage,
meeting the requirements of such other section (except
as specified in subsec. (b)), which is insured under this
section to the same extent and in the same manner as
if the mortgage insured under this section was insured
under such other section.

Subsec. (e). Pub. L. 90–448, § 309(2), substituted ‘‘the
section or subchapter of this chapter’’ for ‘‘the section
of this subchapter’’.

1967—Subsecs. (a) to (d), (f). Pub. L. 90–19 substituted
‘‘Secretary’’ for ‘‘Commissioner’’ wherever appearing.

1965—Subsec. (f). Pub. L. 89–117, § 1108(n)(1), (2), sub-
stituted ‘‘General Insurance Fund’’ for ‘‘Experimental
Housing Insurance Fund’’ and struck out provision that
all references in section 1713 of this title to the Housing
Insurance Fund, the Housing Fund, or the Fund shall
be construed to refer to the Experimental Housing In-
surance Fund.

Subsec. (g). Pub. L. 89–117, § 1108(n)(3), repealed sub-
sec. (g) which created the Experimental Housing Insur-
ance Fund, provided for transfer of funds thereto, and
authorized the charging of expenses thereto.

1964—Subsec. (a). Pub. L. 88–560, § 118(a), substituted
‘‘home improvement loans, and including advances on
mortgages’’ for ‘‘, in the case of mortgages insured
under subsection (b)(2) of this section, advances on such
mortgages’’.

Subsec. (b). Pub. L. 88–560, § 118(b), substituted provi-
sions which make insurance available for mortgages
meeting the requirements of any other sections of sub-
chapter II of this chapter for provisions which made in-
surance available for mortgages meeting the require-
ments of section 1709(b) or 1713(b), (c) of this title and
made the Commissioner’s estimate of replacement cost
of the property applicable to mortgages meeting the re-
quirements of any section of subchapter II of this chap-
ter in lieu of determining the appraised value or the re-
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placement cost of the property in new construction or
estimated cost of repair and rehabilitation or improve-
ment for existing properties.

Subsec. (e). Pub. L. 88–560, § 118(c), substituted provi-
sion for entitlement to insurance benefits determined
in the same manner as such benefits would be deter-
mined if such mortgage or loan were insured under the
section of this subchapter for which it otherwise would
have been eligible except for the experimental feature
of the property involved for former provision for enti-
tlement to insurance benefits provided in section
1710(a) of this title.

Subsec. (f). Pub. L. 88–560, §§ 105(c)(1), 118(c), (d), added
to subsec. (g), redesignated (f), provision that ‘‘If the
insurance payment is made in cash, there shall be
added to such payment an amount equivalent to the in-
terest which the debentures would have earned, com-
puted to a date to be established pursuant to regula-
tions issued by the Commissioner’’, deleted former pro-
visions of subsec. (f) which related to entitlement to in-
surance benefits provided in section 1713(g) of this title,
now covered by subsec. (e) of this section, and redesig-
nated former subsec. (g) as (f), substituting in first sen-
tence ‘‘subsection (e)’’ for ‘‘subsections (e) and (f)’’, re-
spectively.

Subsecs. (g), (h). Pub. L. 88–560, § 118(d), redesignated
subsec. (h) as (g). Former subsec. (g) redesignated (f).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1701z, 1713,
1715c, 1715o, 1715q, 1715r, 1715z–3, 1735c of this title.

§ 1715y. Mortgage insurance for condominiums

(a) Purpose
The purpose of this section is to provide an ad-

ditional means of increasing the supply of pri-
vately owned dwelling units where, under the
laws of the State in which the property is lo-
cated, real property title and ownership are es-
tablished with respect to a one-family unit
which is part of a multifamily project.

(b) Definitions
The terms ‘‘mortgage’’, ‘‘mortgagee’’, ‘‘mort-

gagor’’, ‘‘maturity date’’, and ‘‘State’’ shall
have the meanings respectively set forth in sec-
tion 1707 of this title, except that the term
‘‘mortgage’’ for the purposes of subsection (c)
this section may include a first mortgage given
to secure the unpaid purchase price of a fee in-
terest in, or a long-term leasehold interest in, a
one-family unit in a multifamily project, includ-
ing a project in which the dwelling units are at-
tached, semi-attached, or detached, and an undi-
vided interest in the common areas and facili-
ties which serve the project where the mortgage
is determined by the Secretary to be eligible for
insurance under this section. The term ‘‘com-
mon areas and facilities’’ as used in this section
shall be deemed to include the land and such
commercial, community, and other facilities as
are approved by the Secretary.

(c) Authorization; eligibility for insurance; condi-
tions; limits

The Secretary is authorized, in his discretion
and under such terms and conditions as he may
prescribe (including the minimum number of
family units in the project which shall be of-
fered for sale and provisions for the protection
of the consumer and the public interest), to in-
sure any mortgage covering a one-family unit in
a multifamily project and an undivided interest
in the common areas and facilities which serve

the project, if (1) the mortgage meets the re-
quirements of this subsection and of section
1709(b) of this title, except as that section is
modified by this subsection, and (2) at least 80
percent of the units in the project covered by
mortgages insured under this subchapter are oc-
cupied by the mortgagors or comortgagors. Any
project proposed to be constructed or rehabili-
tated after June 30, 1961, with the assistance of
mortgage insurance under this chapter, where
the sale of family units is to be assisted with
mortgage insurance under this subsection, shall
be subject to such requirements as the Sec-
retary may prescribe. To be eligible for insur-
ance pursuant to this subsection, a mortgage
shall (A) involve a principal obligation in an
amount not to exceed the maximum principal
obligation of a mortgage which may be insured
in the area pursuant to section 1709(b)(2) of this
title or pursuant to section 1709(h) of this title
under the conditions described in section 1709(h)
of this title, and (B) have a maturity satisfac-
tory to the Secretary, but not to exceed, in any
event, thirty-five years from the date of the be-
ginning of amortization of the mortgage. The
mortgage shall contain such provisions as the
Secretary determines to be necessary for the
maintenance of common areas and facilities and
the multifamily project. The mortgagor shall
have exclusive right to the use of the one-family
unit covered by the mortgage and, together with
the owners of other units in the multifamily
project, shall have the right to the use of the
common areas and facilities serving the project
and the obligation of maintaining all such com-
mon areas and facilities. The Secretary may re-
quire that the rights and obligations of the
mortgagor and the owners of other dwelling
units in the project shall be subject to such con-
trols as he determines to be necessary and fea-
sible to promote and protect individual owners,
the multifamily project, and its occupants. For
the purposes of this subsection, the Secretary is
authorized in his discretion and under such
terms and conditions as he may prescribe to per-
mit one-family units and interests in common
areas and facilities in multifamily projects cov-
ered by mortgages insured under any section of
this chapter (other than section 1715e(a)(1) and
(2) of this title) to be released from the liens of
those mortgages.
(d) Blanket mortgages of multifamily projects;

plan of family unit ownership; regulations;
stock purchase and redemption

In addition to individual mortgages insured
under subsection (c) of this section, the Sec-
retary is authorized, in his discretion and under
such terms and conditions as he may prescribe,
to insure blanket mortgages (including advances
on such mortgages during construction) which
cover multifamily projects to be constructed or
rehabilitated in cases where the mortgage is
held by a mortgagor, approved by the Secretary,
which—

(1) has certified to the Secretary, as a condi-
tion of obtaining the insurance of a blanket
mortgage under this subsection, that upon
completion of the multifamily project covered
by such mortgage it intends to commit the
ownership of the multifamily project to a plan
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1 See References in Text note below.

of family unit ownership under which each
family unit would be eligible for individual
mortgage insurance under subsection (c) of
this section and will faithfully and diligently
make and carry out all reasonable efforts to
establish such plan of family unit ownership
and to sell such family units to purchasers ap-
proved by the Secretary; and

(2) may, in the Secretary’s discretion, be
regulated or restricted as to rents, charges,
capital structure, rate of return, and methods
of operation until the termination of all obli-
gations of the Secretary under the insurance
and during such further period of time as the
Secretary shall be the owner, holder or rein-
surer of the mortgage. The Secretary may
make such contracts with and acquire for not
to exceed $100 such stock or interest in such
mortgagor as he may deem necessary to
render effective any such regulation or restric-
tion of such mortgagor. The stock or interest
acquired by the Secretary shall be paid for out
of the General Insurance Fund, and shall be re-
deemed by the mortgagor at par at any time
upon the request of the Secretary after the
termination of all obligations of the Secretary
under the insurance.

(e) Eligibility for insurance of blanket mortgages
of multifamily projects

To be eligible for insurance, a blanket mort-
gage on any multifamily project of a mortgagor
of the character described in subsection (d) of
this section shall involve a principal obligation
in an amount—

(1) Repealed. Pub. L. 93–383, title III, § 304(h),
Aug. 22, 1974, 88 Stat. 678;

(2) not to exceed 90 per centum of the
amount which the Secretary estimates will be
the replacement cost of the project when the
proposed physical improvements are com-
pleted;

(3)(A) not to exceed, for such part of the
project as may be attributable to dwelling use
(excluding exterior land improvements as de-
fined by the Secretary), $42,048 per family unit
without a bedroom, $48,481 per family unit
with one bedroom, $58,469 per family unit with
two bedrooms, $74,840 per family unit with
three bedrooms, and $83,375 per family unit
with four or more bedrooms; except that as to
projects to consist of elevator-type structures
the Secretary may, in his discretion, increase
the dollar amount limitations per family unit
to not to exceed $44,250 per family unit with-
out a bedroom, $50,724 per family unit with one
bedroom, $61,680 per family unit with two bed-
rooms, $79,793 per family unit with three bed-
rooms, and $87,588 per family unit with four or
more bedrooms, as the case may be, to com-
pensate for the higher costs incident to the
construction of elevator-type structures of
sound standards of construction and design;
(B) the Secretary may, by regulation, increase
any of the dollar limitations in subparagraph
(A) (as such limitations may have been ad-
justed in accordance with section 1712a of this
title) by not to exceed 110 percent in any geo-
graphical area where the Secretary finds that
cost levels so require and by not to exceed 140
percent where the Secretary determines it

necessary on a project-by-project basis, but in
no case may any such increase exceed 90 per-
cent where the Secretary determines that a
mortgage purchased or to be purchased by the
Government National Mortgage Association in
implementing its special assistance functions
under section 1720 1 of this title (as such sec-
tion existed immediately before November 30,
1983) is involved; and

(4) not to exceed an amount equal to the sum
of the unit mortgage amounts determined
under the provisions of subsection (c) of this
section assuming the mortgagor to be the
owner and occupant of each family unit.

(f) Amortization of blanket mortgages of multi-
family projects; interest; releases; extent of
project

Any blanket mortgage insured under sub-
section (d) of this section shall provide for com-
plete amortization by periodic payments within
such terms as the Secretary may prescribe but
not to exceed 40 years from the beginning of am-
ortization of the mortgage, and shall bear inter-
est at such rate as may be agreed upon by the
mortgagor and the mortgagee. The Secretary
may consent to the release of a part or parts of
the mortgaged property from the lien of the
blanket mortgage upon such terms and condi-
tions as he may prescribe and the blanket mort-
gage may provide for such release. The project
covered by the blanket mortgage may include
four or more family units and such commercial
and community facilities as the Secretary
deems adequate to serve the occupants.

(g) Entitlement to insurance benefits as provided
in section 1710(a) of this title

Any mortgagee under a mortgage insured
under subsection (c) of this section is entitled to
receive the benefits of the insurance as provided
in section 1710(a) of this title with respect to
mortgages insured under section 1709 of this
title, and the provisions of subsections (b), (c),
(d), (e), (f), (g), (h),1 (j), and (k) 1 of section 1710
of this title shall be applicable to the mortgages
insured under subsection (c) of this section, ex-
cept that (1) all references in section 1710 of this
title to the Mutual Mortgage Insurance Fund or
the Fund shall be construed to refer to the Gen-
eral Insurance Fund, (2) all references therein to
section 1709 of this title shall be construed to
refer to subsection (c) of this section, and (3) the
excess remaining, referred to in section 1710(f)(1)
of this title, shall be retained by the Secretary
and credited to the General Insurance Fund.

(h) Applicability of other provisions
The provisions of subsections (d), (e), (g), (h),

(i), (j), (k), (l), and (n) of section 1713 of this title
shall be applicable to mortgages insured under
subsection (d) of this section.

(i) Applicability of other provisions
The provisions of sections 1715p and 1715u of

this title shall be applicable to the mortgages
insured under subsection (c) of this section.
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(j) Increase in maximum insurance amounts for
costs incurred from solar energy systems and
energy conservation measures

The Secretary may further increase the dollar
amount limitations which would otherwise
apply under subsection (e) of this section by not
to exceed 20 per centum if such increase is nec-
essary to account for the increased cost of a
project due to the installation therein of a solar
energy system (as defined in subparagraph (3) of
the last paragraph of section 1703(a) of this title)
or residential energy conservation measures (as
defined in section 8211(11)(A) through (G) and (I)
of title 42) 1 in cases where the Secretary deter-
mines that such measures are in addition to
those required under the minimum property
standards and will be cost-effective over the life
of the measure.
(k) Rental housing conversion

With respect to a unit in any project which
was converted from rental housing, no insurance
may be provided under this section unless (1) the
conversion occurred more than one year prior to
the application for insurance, (2) the mortgagor
or comortgagor was a tenant of that rental
housing, (3) the conversion of the property is
sponsored by a bona fide tenants organization
representing a majority of the households in the
project, or (4) before April 20, 1984 (A) applica-
tion was made to the Secretary for a commit-
ment to insure a mortgage covering any unit in
the project, (B) in the case of direct endorse-
ment, the mortgagee received the case number
assigned by the Secretary for any unit in the
project, or (C) application was made for approval
of the project for guarantee, insurance, or direct
loan under chapter 37 of title 38.

(June 27, 1934, ch. 847, title II, § 234, as added
Pub. L. 87–70, title I, § 104, June 30, 1961, 75 Stat.
160; amended Pub. L. 88–560, title I, § 119(a), Sept.
2, 1964, 78 Stat. 780; Pub. L. 89–117, title II,
§ 207(f), title XI, § 1108(o), Aug. 10, 1965, 79 Stat.
468, 506; Pub. L. 90–19, § 1(a)(3), (4), May 25, 1967,
81 Stat. 17; Pub. L. 90–301, § 3(e), May 7, 1968, 82
Stat. 114; Pub. L. 90–448, title III, § 303, Aug. 1,
1968, 82 Stat. 507; Pub. L. 91–152, title I, §§ 102(d),
113(h), Dec. 24, 1969, 83 Stat. 380, 384; Pub. L.
93–383, title III, §§ 302(e), 303(g), 304(h), 310(d),
Aug. 22, 1974, 88 Stat. 676–678, 683; Pub. L. 94–173,
§ 3, Dec. 23, 1975, 89 Stat. 1027; Pub. L. 94–375,
§ 8(a), (b)(7), Aug. 3, 1976, 90 Stat. 1071, 1072; Pub.
L. 95–128, title III, §§ 303(e), 304(d), Oct. 12, 1977, 91
Stat. 1132, 1133; Pub. L. 95–557, title III, § 313, Oct.
31, 1978, 92 Stat. 2099; Pub. L. 96–153, title III,
§§ 312(c), 314, Dec. 21, 1979, 93 Stat. 1116, 1117; Pub.
L. 96–399, title III, §§ 310(g), 318, 333(e), 336(d), Oct.
8, 1980, 94 Stat. 1643, 1646, 1653, 1654; Pub. L. 97–35,
title III, §§ 339(a), 339B(a), (d), Aug. 13, 1981, 95
Stat. 416, 417; Pub. L. 97–253, title II, § 201(e),
Sept. 8, 1982, 96 Stat. 789; Pub. L. 97–377, title I,
§ 101(g), Dec. 21, 1982, 96 Stat. 1908; Pub. L. 98–181,
title IV, §§ 404(b)(11), 420, 423(b)(4), 431(b), Nov. 30,
1983, 97 Stat. 1209, 1213, 1217, 1220; Pub. L. 98–479,
title I, § 104(a)(2), Oct. 17, 1984, 98 Stat. 2224; Pub.
L. 100–242, title IV, §§ 406(b)(17), 422(a), 426(g), (h),
Feb. 5, 1988, 101 Stat. 1901, 1914, 1916; Pub. L.
102–550, title V, § 509(g), Oct. 28, 1992, 106 Stat.
3783; Pub. L. 103–211, title I, Feb. 12, 1994, 108
Stat. 12; Pub. L. 103–233, title III, § 306, Apr. 11,
1994, 108 Stat. 373; Pub. L. 105–18, title II, § 10005,

June 12, 1997, 111 Stat. 201; Pub. L. 107–73, title
II, § 213(g), Nov. 26, 2001, 115 Stat. 677; Pub. L.
107–326, § 5(b)(7), Dec. 4, 2002, 116 Stat. 2796.)

REFERENCES IN TEXT

The General Insurance Fund, referred to in text, was
established by section 1735c of this title.

Section 1720 of this title, referred to in subsec.
(e)(3)(B), was repealed by Pub. L. 98–181, title IV,
§ 483(a), Nov. 30, 1983, 97 Stat. 1240.

Subsection (h) of section 1710 of this title, referred to
in subsec. (g), was redesignated subsec. (i) by Pub. L.
105–276, title VI, § 602(1), Oct. 21, 1998, 112 Stat. 2674.

Subsection (k) of section 1710 of this title, referred to
in subsec. (g), was repealed by Pub. L. 105–276, title VI,
§ 601(c), Oct. 21, 1998, 112 Stat. 2673.

Section 8211 of title 42, referred to in subsec. (j), was
omitted from the Code pursuant to section 8229 of Title
42, The Public Health and Welfare, which terminated
authority under that section on June 30, 1989.

AMENDMENTS

2002—Subsec. (e)(3). Pub. L. 107–326 inserted ‘‘(A)’’
after ‘‘(3)’’ and substituted ‘‘$42,048’’ for ‘‘$38,025’’,
‘‘$48,481’’ for ‘‘$42,120’’, ‘‘$58,469’’ for ‘‘$50,310’’, ‘‘$74,840’’
for ‘$62,010’’, ‘‘$83,375’’ for ‘‘$70,200’’, ‘‘$44,250’’ for
‘‘$43,875’’, ‘‘$50,724’’ for ‘‘$49,140’’, ‘‘$61,680’’ for ‘‘$60,255’’,
‘‘$79,793’’ for ‘‘$75,465’’, ‘‘$87,588’’ for ‘‘$85,328’’, and
‘‘; (B) the Secretary may, by regulation, increase any
of the dollar limitations in subparagraph (A) (as such
limitations may have been adjusted in accordance with
section 1712a of this title)’’ for ‘‘; except that each of
the foregoing dollar amounts is increased to the
amount established for a comparable unit in section
1715l(d)(3)(ii) of this title; and except that the Secretary
may, by regulation, increase any of the foregoing dollar
amount limitations contained in this paragraph’’.

2001—Subsec. (e)(3). Pub. L. 107–73 substituted
‘‘$38,025’’, ‘‘$42,120’’, ‘‘$50,310’’, ‘‘$62,010’’, and ‘‘$70,200’’
for ‘‘$30,420’’, ‘‘$33,696’’, ‘‘$40,248’’, ‘‘$49,608’’, and
‘‘$56,160’’, respectively, and ‘‘$43,875’’, ‘‘$49,140’’,
‘‘$60,255’’, ‘‘$75,465’’, and ‘‘$85,328’’ for ‘‘$35,100’’,
‘‘$39,312’’, ‘‘$48,204’’, ‘‘$60,372’’, and ‘‘$68,262’’, respec-
tively.

1997—Subsec. (c). Pub. L. 105–18 inserted ‘‘or pursuant
to section 1709(h) of this title under the conditions de-
scribed in section 1709(h) of this title’’ after ‘‘section
1709(b)(2) of this title’’.

1994—Subsec. (c). Pub. L. 103–211, effective for 18-
month period following Feb. 12, 1994, for eligible per-
sons, inserted ‘‘or pursuant to section 1709(h) of this
title under the conditions described in section 1709(h) of
this title’’ after ‘‘section 1709(b)(2) of this title’’. See
Applicability of 1994 Amendment note below.

Subsec. (e)(3). Pub. L. 103–233 substituted ‘‘$56,160’’ for
‘‘$59,160’’.

1992—Subsec. (e)(3). Pub. L. 102–550 substituted
‘‘$30,420’’, ‘‘$33,696’’, ‘‘$40,248’’, ‘‘$49,608’’, and ‘‘$59,160’’
for ‘‘$25,350’’, ‘‘$28,080’’, ‘‘$33,540’’, ‘‘$41,340’’, and
‘‘$46,800’’, respectively, and ‘‘$35,100’’, ‘‘$39,312’’,
‘‘$48,204’’, ‘‘$60,372’’, and ‘‘$68,262’’ for ‘‘$29,250’’,
‘‘$32,760’’, ‘‘$40,170’’, ‘‘$50,310’’, and ‘‘$56,885’’, respec-
tively.

1988—Subsec. (c). Pub. L. 100–242, § 406(b)(17), struck
out fourth sentence which read as follows: ‘‘In deter-
mining the amount of a mortgage in the case of a non-
occupant mortgagor the reference to paragraph (2) of
section 1709(b) of this title in section 1709(b)(8) of this
title shall be construed to refer to the preceding sen-
tence in this subsection.’’

Subsec. (e)(3). Pub. L. 100–242, § 426(g), substituted
‘‘$25,350’’, ‘‘$28,080’’, ‘‘$33,540’’, ‘‘$41,340’’, and ‘‘$46,800’’
for ‘‘$19,500’’, ‘‘$21,600’’, ‘‘$25,800’’, ‘‘$31,800’’, and
‘‘$36,000’’, respectively, and ‘‘$29,250’’, ‘‘$32,760’’,
‘‘$40,170’’, ‘‘$50,310’’, and ‘‘$56,885’’ for ‘‘$22,500’’,
‘‘$25,200’’, ‘‘$30,900’’, ‘‘$38,700’’, and ‘‘$43,758’’, respec-
tively.

Pub. L. 100–242, § 422(a), inserted ‘‘except that each of
the foregoing dollar amounts is increased to the
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amount established for a comparable unit in section
1715l(d)(3)(ii) of this title;’’ after ‘‘design;’’.

Pub. L. 100–242, § 426(h), substituted ‘‘not to exceed 110
percent in any geographical area where the Secretary
finds that cost levels so require and by not to exceed
140 percent where the Secretary determines it nec-
essary on a project-by-project basis, but in no case may
any such increase exceed 90 percent where the Sec-
retary determines that a mortgage purchased or to be
purchased by the Government National Mortgage Asso-
ciation in implementing its special assistance func-
tions under section 1720 of this title (as such section ex-
isted immediately before November 30, 1983) is in-
volved’’ for ‘‘not to exceed 75 per centum in any geo-
graphical area where he finds that cost levels so re-
quire, except that, where the Secretary determines it
necessary on a project by project basis, the foregoing
dollar amount limitations contained in this paragraph
may be exceeded by not to exceed 90 per centum (by not
to exceed 140 per centum where the Secretary deter-
mines that a mortgage other than one purchased or to
be purchased under section 1720 of this title by the Gov-
ernment National Mortgage Association in implement-
ing its special assistance functions is involved) in such
an area’’.

1984—Subsec. (k)(4). Pub. L. 98–479 added cl. (4).
1983—Subsec. (c). Pub. L. 98–181, § 423(b)(4), purported

to amend cl. (A) of third sentence of subsec. (c) by
striking out ‘‘: Provided, That the foregoing maximum
mortgage amounts may be increased by the amount of
the mortgage insurance premium paid at the time the
mortgage is insured’’, but this provision had been pre-
viously struck out by section 420(b) of Pub. L. 98–181.
See second par. below and Effective Date of 1983
Amendment note below.

Pub. L. 98–181, § 420(a), in cl. (2) substituted provision
that at least 80 percent of the units in the project cov-
ered by mortgages insured under this subchapter be oc-
cupied by mortgagors or comortgagors for provision
that the project be covered by a mortgage insured
under any section of this chapter, except section
1715e(a)(1) and (2) of this title, notwithstanding any re-
quirements in such section that the project be con-
structed or rehabilitated for providing rental housing
and providing that a one-family unit in a multifamily
project involving eleven or less units, or twelve or more
in the case of a multifamily project the construction of
which was completed more than a year prior to applica-
tion for mortgage insurance, be eligible for insurance
without having been covered by a project mortgage,
and struck out cl. (3), which provided that the mortga-
gor is acquiring, or has acquired, a family unit covered
by a mortgage insured under this subsection for his
own use and occupancy and will not own more than
four one-family units covered by mortgages insured
under this subsection.

Pub. L. 98–181, § 420(b), substituted in third sentence
‘‘(A) involve a principal obligation in an amount not to
exceed the maximum principal obligation of a mort-
gage which may be insured in the area pursuant to sec-
tion 1709(b)(2) of this title’’ for ‘‘(A) involve a principal
obligation in an amount not to exceed $67,500, except
that the Secretary may increase such maximum dollar
amount on an area-by-area basis to the extent the Sec-
retary deems necessary, after taking into consideration
the extent to which moderate and middle income per-
sons have limited housing opportunities in the area due
to high prevailing housing sales prices, but in no case
may such limit, as so increased, exceed the lesser of 111
per centum of such amount or 95 per centum of the me-
dian one-family house price in the area, as determined
by the Secretary: Provided, That the foregoing maxi-
mum mortgage amounts may be increased by the
amount of the mortgage insurance premium paid at the
time the mortgage is insured; and not to exceed the
sum of (i) 97 per centum (100 per centum if the mortga-
gor is a veteran as defined under section 1709(b)(2) of
this title) of $25,000 of the appraised value of the prop-
erty as of the date the mortgage is accepted for insur-
ance and (ii) 95 per centum of such value in excess of
$25,000’’.

Subsec. (d)(2). Pub. L. 98–181, § 431(b), substituted
‘‘may, in the Secretary’s discretion, be regulated or re-
stricted’’ for ‘‘shall be regulated or restricted by the
Secretary’’, and substituted ‘‘any such regulation or re-
striction’’ for ‘‘the regulation and restriction’’.

Subsec. (f). Pub. L. 98–181, § 404(b)(11), substituted pro-
vision that the interest rate for the mortgage be such
a rate as agreed upon by the mortgagor and mortgagee
for provision that the rate of interest, exclusive of pre-
mium charges for insurance, not exceed 51⁄4 per centum
per annum on the amount of the principal obligation
outstanding at any time, or not exceed such per cen-
tum per annum not in excess of 6 per centum per
annum as the Secretary finds necessary to meet the
mortgage market.

Subsec. (k). Pub. L. 98–181, § 420(c), added subsec. (k).
1982—Subsec. (c)(A). Pub. L. 97–253 inserted provision

that the foregoing maximum mortgage amounts may
be increased by the amount of the mortgage insurance
premium paid at the time the mortgage is insured.

Subsec. (e)(3). Pub. L. 97–377 inserted ‘‘(by not to ex-
ceed 140 per centum where the Secretary determines
that a mortgage other than one purchased or to be pur-
chased under section 1720 of this title by the Govern-
ment National Mortgage Association in implementing
its special assistance functions is involved)’’ after ‘‘90
per centum’’.

1981—Subsec. (b). Pub. L. 97–35, § 339(a), inserted ref-
erence to projects in which the dwelling units are at-
tached, semi-attached, or detached.

Subsec. (c)(2). Pub. L. 97–35, § 339B(d)(1), reenacted
provisions relating to covered projects in material pre-
ceding proviso in cl. (2). Section 339B(d)(2) of Pub. L.
97–35 repealed section 318 of the Housing and Commu-
nity Development Act of 1980, which previously enacted
these provisions. See Repeals note set out below.

Subsec. (j). Pub. L. 97–35, § 339B(a), inserted ‘‘therein’’
after ‘‘installation’’ and struck out ‘‘therein’’ after
‘‘measure’’.

1980—Subsec. (c). Pub. L. 96–399, §§ 318, 333(e), 336(d),
inserted provisions relating to projects approved under
chapter 37 of title 38, and provisions relating to in-
creases in the maximum dollar amounts on an area-by-
area basis, and struck out applicability to determina-
tions of three-quarters of the Secretary’s estimate of
the remaining economic life of the building improve-
ments, if so determined as the lesser amount in the
computations.

Subsec. (j). Pub. L. 96–399, § 310(g), added subsec. (j).
1979—Subsec. (c). Pub. L. 96–153, § 312(c), substituted

‘‘$67,500’’ for ‘‘$60,000’’.
Subsec. (e)(3). Pub. L. 96–153, § 314, substituted ‘‘75 per

centum’’ for ‘‘50 per centum’’ and inserted exception
that the dollar amount limitations may be exceeded
not to exceed 90 per centum where the Secretary deter-
mines it to be necessary.

1978—Subsec. (c). Pub. L. 95–557 inserted ‘‘or twelve or
more units in the case of a multifamily project the con-
struction of which was completed more than a year
prior to the application for mortgage insurance’’ after
‘‘less units’’ in cl. (2) and ‘‘(100 per centum if the mort-
gagor is a veteran as defined under section 1709(b)(2) of
this title)’’ after ‘‘97 per centum’’ in cl. (A)(i).

1977—Subsec. (c). Pub. L. 95–128 substituted in cl. (A)
‘‘$60,000’’ for ‘‘$45,000’’ and ‘‘and (ii) 95 per centum of
such value in excess of $25,000,’’ for ‘‘(ii) 90 per centum
of such value in excess of $25,000 but not in excess of
$35,000, (iii) 80 per centum of such value in excess of
$35,000’’.

1976—Subsec. (e) (3). Pub. L. 94–375 substituted ‘‘50 per
centum in any geographical area’’ for ‘‘75 per centum in
any geographical area’’, ‘‘$19,500’’ for ‘‘$13,000’’,
‘‘$21,600’’ for ‘‘$18,000’’, ‘‘$25,800’’ for ‘‘$21,500’’, ‘‘$31,800’’
for ‘‘$26,500’’, ‘‘$36,000’’ for ‘‘$30,000’’, ‘‘$22,500’’ for
‘‘$15,000’’, ‘‘$25,200’’ for ‘‘$21,000’’, ‘‘$30,900’’ for ‘‘$25,750’’,
‘‘$38,700’’ for ‘‘$32,250’’, and ‘‘$43,758’’ for ‘‘$36,465’’.

1975—Subsec. (e)(3). Pub. L. 94–173 raised from 45 per
centum to 75 per centum the amount by which any dol-
lar limitation may, by regulation, be increased.

1974—Subsec. (c). Pub. L. 93–383, §§ 302(e), 310(d), sub-
stituted ‘‘$45,000’’ for ‘‘$33,000’’ in cl. (A), ‘‘$25,000’’ for
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‘‘$15,000’’ in cl. (A)(i), ‘‘$25,000’’ for ‘‘$15,000’’ and
‘‘$35,000’’ for ‘‘$25,000’’ in cl. (A)(ii), and ‘‘$35,000’’ for
‘‘$25,000’’ and ‘‘80’’ for ‘‘75’’ in cl. (A)(iii).

Subsec. (e)(1). Pub. L. 93–383, § 304(h), struck out par.
(1) which set forth limitations on principal obligations
of mortgages.

Subsec. (e)(3). Pub. L. 93–383, § 303(g), substituted
‘‘$13,000’’ for ‘‘$9,900’’, ‘‘$15,000’’ for ‘‘$11,550’’, ‘‘$18,000’’
for ‘‘$13,750’’, ‘‘$21,000’’ for ‘‘$16,500’’, ‘‘$21,500’’ for
‘‘$16,500’’, ‘‘$25,750’’ for ‘‘$19,800, ‘‘$26,500’’ for ‘‘$20,350’’,
‘‘$30,000’’ for ‘‘$23,100’’, ‘‘$32,250’’ for ‘‘$25,750’’, and
‘‘$36,465’’ for ‘‘$28,050’’.

1969—Subsec. (c). Pub. L. 91–152, §§ 102(d), 113(h)(1),
substituted ‘‘$25,000’’ for ‘‘$20,000’’ wherever appearing,
and ‘‘$33,000’’ for ‘‘$30,000’’.

Subsec. (e)(3). Pub. L. 91–152, § 113(h)(2), (3), sub-
stituted ‘‘$9,900’’ for ‘‘$9,000’’, ‘‘$11,550’’ for ‘‘$10,500’’,
‘‘$13,750’’ for ‘‘$12,500’’, ‘‘$16,500’’ for ‘‘$15,000’’ wherever
appearing, ‘‘$19,800’’ for ‘‘$18,000’’, ‘‘$20,350’’ for
‘‘$18,500’’, ‘‘$23,100’’ for ‘‘$21,000’’, ‘‘$24,750’’ for ‘‘$22,500’’,
and ‘‘$28,050’’ for ‘‘$25,500’’.

1968—Subsec. (c). Pub. L. 90–448, § 303(a), (b), made
one-family units in multifamily projects involving
eleven or less units eligible for insurance without hav-
ing been covered by a project mortgage, and increased
the maximum mortgage limits from 75 to 80 per centum
of the appraised value of the property in excess of
$20,000.

Subsec. (f). Pub. L. 90–448, § 303(c), permitted blanket
mortgages to cover four or more family units instead of
five or more family units.

Pub. L. 90–301 limited the interest rate on mortgages
to such per centum per annum not in excess of 6 per
centum as the Secretary finds necessary to meet the
mortgage market.

1967—Pub. L. 90–19, § 1(a)(3), substituted ‘‘Secretary’’
for ‘‘Commissioner’’ wherever appearing in subsecs. (b)
to (d), (d)(1), (2), (e)(2), (3), (f), and (g).

Subsec. (c). Pub. L. 90–19, § 1(a)(4), substituted ‘‘Sec-
retary’s’’ for ‘‘Commissioner’s’’.

1965—Subsec. (d)(2). Pub. L. 89–117, § 1108(o)(1), sub-
stituted ‘‘General Insurance Fund’’ for ‘‘Apartment
Unit Insurance Fund’’.

Subsec. (e)(3). Pub. L. 89–117, § 207(f), substituted
‘‘$18,500 per family unit with three bedrooms, and
$21,000 per family unit with four or more bedrooms’’ for
‘‘and $18,500 per family unit with three or more bed-
rooms’’ and ‘‘22,500 per family unit with three bed-
rooms, and $25,500 per family unit with four or more
bedrooms’’ for ‘‘and $22,500 per family unit with three
or more bedrooms’’.

Subsec. (g). Pub. L. 89–117, § 1108(o)(1), (2), substituted
‘‘General Insurance Fund’’ for ‘‘Apartment Unit Insur-
ance Fund’’.

Subsec. (h). Pub. L. 89–117, § 1108(o)(2), struck out ref-
erence to subsec. (m) and (p) of section 1713 of this title
and provision that references therein to the Housing
Insurance Fund or Housing Fund shall be construed to
refer to the Apartment Unit Insurance Fund.

Subsecs. (i), (j). Pub. L. 89–117, § 1108(o)(3), redesig-
nated subsec. (j) as (i) and repealed former subsec. (i),
which created the Apartment Unit Insurance Fund, au-
thorized transfer of funds thereto, and provided for the
charging of expenses thereto.

1964—Pub. L. 88–560, § 119(a)(1), substituted ‘‘Mortgage
insurance for condominiums’’ for ‘‘Mortgage insurance
for individually owned units in multifamily struc-
tures’’ in section catchline.

Subsec. (a). Pub. L. 88–560, § 119(a)(2), substituted
‘‘project’’ for ‘‘structure’’.

Subsec. (b). Pub. L. 88–560, § 119(a)(2), (3), substituted
‘‘project’’ for ‘‘structure’’ in two places and ‘‘the term
‘mortgage’ for the purposes of subsection (c) of this sec-
tion’’ for ‘‘the term ‘mortgage’ for the purposes of this
section’’, respectively.

Subsec. (c). Pub. L. 88–560, § 119(a)(2), (4) to (6), amend-
ed provisions as follows.

Section 119(a)(2) substituted ‘‘project’’ for ‘‘struc-
ture’’, wherever appearing, and ‘‘projects’’ for ‘‘struc-
tures’’ in last sentence;

Section 119(a)(4) substituted ‘‘this subsection’’ for
‘‘this section’’, wherever appearing, and ‘‘under any
section’’ for ‘‘under another section’’ in first sentence;

Section 119(a)(5) substituted ‘‘section 1715e(a)(1) and
(2)’’ for ‘‘section 1715e’’, in two places; and

Section 119(a)(6) substituted in third sentence: in cl.
(A), ‘‘amount not to exceed $30,000’’ for ‘‘amount not to
exceed the limits per room and per family dwelling unit
provided by section 1713(c)(3) of this title’’; in cl. (A)(i),
‘‘$15,000’’ for ‘‘$13,500’’; in cl. (A)(ii), ‘‘$15,000’’ and
‘‘$20,000’’ for ‘‘$13,500’’ and ‘‘$18,000’’, respectively; in cl.
(A)(iii), ‘‘75 per centum’’ and ‘‘$20,000’’ for ‘‘70 per cen-
tum’’ and ‘‘$18,000’’, respectively; and in cl. (B), ‘‘thir-
ty-five’’ for ‘‘thirty’’ years.

Subsecs. (d) to (f). Pub. L. 88–560, § 119(a)(7), added
subsecs. (d) to (f). Former subsecs. (d) to (f) renumbered
subsecs. (g), (i), (j).

Subsec. (g). Pub. L. 88–560, § 119(a)(7), (8), redesignated
former subsec. (d) as (g) and substituted ‘‘subsection (c)
of this section’’ for ‘‘this section’’ in three places, re-
spectively.

Subsec. (h). Pub. L. 88–560, § 119(a)(9), added subsec.
(h).

Subsec. (i). Pub. L. 88–560, § 119(a)(7), redesignated
former subsec. (e) as (i).

Subsec. (j). Pub. L. 88–560, § 119(a)(7), (10), redesig-
nated former subsec. (f) as (j), struck out reference to
section 1715t of this title, and substituted ‘‘subsection
(c) of this section’’ for ‘‘this section’’.

APPLICABILITY OF 1994 AMENDMENT

Eligibility for loans made under authority granted by
amendment by Pub. L. 103–211 limited to persons whose
principal residence was damaged or destroyed as a re-
sult of the January 1994 earthquake in Southern Cali-
fornia, with such amendment effective only for 18-
month period following Feb. 12, 1994, see provision of
title I of Pub. L. 103–211, set out as a note under section
1709 of this title.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by section 406(b)(17) of Pub. L. 100–242 ap-
plicable only with respect to mortgages insured pursu-
ant to conditional commitment issued on or after Feb.
5, 1988, or in accordance with direct endorsement pro-
gram (24 CFR 200.163), if approved underwriter of mort-
gagee signs appraisal report for property on or after
Feb. 5, 1988, see section 406(d) of Pub. L. 100–242, set out
as a note under section 1709 of this title.

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by section 431(b) of Pub. L. 98–181 not to
apply with respect to mortgages insured by the Sec-
retary of Housing and Urban Development before Nov.
30, 1983, see section 431(c) of Pub. L. 98–181, set out as
a note under section 1713 of this title.

For effective date of amendment by section 423(b)(4)
of Pub. L. 98–181, see section 423(c) of Pub. L. 98–181, set
out as a note under section 1709 of this title.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

REPEALS

The directory language of, but not the amendment
made by, Pub. L. 90–301, § 3(e), May 7, 1968, 82 Stat. 114,
cited as a credit to this section, was repealed by Pub.
L. 98–181, title IV, § 404(a), Nov. 30, 1983, 97 Stat. 1208.

Section 318 of Pub. L. 96–399, cited as a credit to this
section, was repealed by Pub. L. 97–35, title III,
§ 339B(d)(2), Aug. 13, 1981, 95 Stat. 417. See 1981 Amend-
ments note for subsec. (c)(2) set out above.

IMPLEMENTATION OF 1982 AMENDMENT

Amendment by Pub. L. 97–253 to be implemented only
if Secretary determines that program of advance pay-
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ment of insurance premiums, considering effect of said
amendment, is actuarially sound, see section 201(g) of
Pub. L. 97–253, set out as a note under section 1709 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1709, 1712a,
1715c, 1715q, 1715r, 1715z, 1715z–14, 1717 of this title; title
42 section 3535.

§ 1715z. Homeownership or membership in coop-
erative association for lower income families

(a) Authorization for periodic assistance pay-
ments to mortgagees; assistance to manufac-
tured home buyers

(1) For the purpose of assisting lower income
families in acquiring homeownership or in ac-
quiring membership in a cooperative association
operating a housing project, the Secretary is au-
thorized to make, and to contract to make, peri-
odic assistance payments on behalf of such
homeowners and cooperative members. The as-
sistance shall be accomplished through pay-
ments to mortgagees holding mortgages meet-
ing the special requirements specified in this
section or which mortgages are assisted under a
State or local program providing assistance
through loans, loan insurance or tax abatement.
In making such assistance available, the Sec-
retary shall give preference to low-income fami-
lies who, without such assistance, would be like-
ly to be involuntarily displaced (including those
who would be likely to be displaced from rental
units which are to be converted into a con-
dominium project or a cooperative project).
Such assistance may include the acquisition of a
condominium or a membership in a cooperative
association.

(2)(A) Notwithstanding any other provision of
this section, the Secretary is authorized to
make periodic assistance payments under this
section on behalf of families whose incomes do
not exceed the maximum income limits pre-
scribed pursuant to subsection (h)(2) of this sec-
tion for the purpose of assisting such families in
acquiring ownership of a manufactured home
consisting of two or more modules and a lot on
which such manufactured home is or will be sit-
uated, except that periodic assistance payments
pursuant to this paragraph shall not be made
with respect to more than 20 per centum of the
total number of units with respect to which as-
sistance is approved under this section after
January 1, 1976. Assistance payments under this
section pursuant to this paragraph shall be ac-
complished through payments on behalf of an
owner of lower-income of a manufactured home
as described in the preceding sentence to the fi-
nancial institution which makes the loan, ad-
vance of credit, or purchase of an obligation rep-
resenting the loan or advance of credit to fi-
nance the purchase of the manufactured home
and the lot on which such manufactured home is
or will be situated, but only if insurance under
section 1703 of this title covering such loan, ad-
vance of credit, or obligation has been granted
to such institution.

(B) Notwithstanding the provisions of sub-
section (c) of this section, assistance payments
provided pursuant to this paragraph shall be in
an amount not exceeding the lesser of—

(i) the balance of the monthly payment for
principal, interest, real and personal property
taxes, insurance, and insurance premium
chargeable under section 1703 of this title due
under the loan or advance of credit remaining
unpaid after applying 20 per centum of the
manufactured homeowner’s income; or

(ii) the difference between the amount of the
monthly payment for principal, interest, and
insurance premium chargeable under section
1703 of this title which the manufactured
homeowner is obligated to pay under the loan
or advance of credit and the monthly payment
of principal and interest which the owner
would be obligated to pay if the loan or ad-
vance of credit were to bear interest at a rate
derived by subtracting from the interest rate
applicable to such loan or advance of credit
the interest rate differential between the max-
imum interest rate plus mortgage insurance
premium applicable to mortgages insured
under subsection (i) of this section at the time
such loan or advance of credit is made and the
interest rate which such mortgages are pre-
sumed, under regulations prescribed by the
Secretary, to bear for purposes of subsection
(c)(2) of this section.

(b) Qualifications and eligibility requirements
for assistance payments

To qualify for assistance payments, the home-
owner or the cooperative member shall be of
lower income and satisfy eligibility require-
ments prescribed by the Secretary, and—

(1) the homeowner shall be a mortgagor
under a mortgage which meets the require-
ments of and is insured under subsection (i) or
(j)(4) of this section: Provided, That a mort-
gage meeting the requirements of subsection
(i)(3)(A) of this section but insured under sec-
tion 1715z–2 of this title may qualify for assist-
ance payments if such mortgage was executed
by a mortgagor who is determined not to be an
acceptable credit risk for mortgage insurance
purposes (but otherwise eligible) under sub-
section (j)(4) of this section or under section
1715l(d)(2) or 1715y(c) of this title and accepted
as a reasonably satisfactory credit risk under
section 1715z–2 of this title; or

(2) the cooperative association of which the
family is a member shall operate (A) a housing
project the construction or substantial reha-
bilitation of which has been financed with a
mortgage insured under section 1715e or sec-
tion 1715l(d)(3) of this title and which has been
completed within two years prior to the filing
of the application for assistance payments and
the dwelling unit has had no previous occu-
pant other than the family: Provided, That if
any cooperative member who has received as-
sistance payments transfers his membership
and occupancy rights to another person who
satisfies the eligibility requirements pre-
scribed by the Secretary and undertakes the
obligation to pay occupancy charges, the new
cooperative member may qualify for assist-
ance payments upon the filing of an applica-
tion with respect to the dwelling unit involved
to be occupied by him: Provided further, That
assistance payments may be made with re-
spect to a dwelling unit in an existing cooper-
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ative project which meets such standards as
the Secretary may prescribe, if the family
qualifies as a displaced family as defined in
section 1715l(f) of this title, or a family which
includes five or more minor persons, or a fam-
ily occupying low-rent public housing: Pro-
vided further, That the amount of the mort-
gage attributable to the dwelling unit shall in-
volve a principal obligation not in excess of
$40,000 ($47,500 in any geographical area where
the Secretary authorizes an increase on the
basis of a finding that costs levels so require),
except that with respect to any family with
five or more persons the foregoing limits shall
be $47,500 and $55,000, respectively; or (B) a
housing project which is financed under a
State or local program providing assistance
through loans, loan insurance, or tax abate-
ments, and which prior to completion of con-
struction or rehabilitation is approved for re-
ceiving the benefits of this section.

(c) Limitation on payments on behalf of mortga-
gor; occupancy of property; maximum
amount of payment; recapture of amounts;
determination, applicability, etc.

(1) Subject to the second sentence of this para-
graph, the assistance payments to a mortgagee
by the Secretary on behalf of a mortgagor shall
be made during such time as the mortgagor
shall continue to occupy the property which se-
cures the mortgage: Provided, That assistance
payments may be made on behalf of a home-
owner who assumes a mortgage insured under
subsection (i) or (j)(4) of this section with re-
spect to which assistance payments have been
made on behalf of the previous owner, if the
homeowner is approved by the Secretary as eli-
gible for receiving such assistance: Provided fur-
ther, That the Secretary is authorized to con-
tinue making such assistance payments where
the mortgage has been assigned to the Sec-
retary. Assistance payments pursuant to any
new contract, other than a contract in connec-
tion with a refinancing under subsection (r) of
this section, entered into after September 30,
1983, that utilizes authority approved in appro-
priation Acts for any fiscal year beginning after
such date may not be made for more than a 10-
year period. The payment shall be in an amount
not exceeding the lesser of—

(A) the balance of the monthly payment for
principal, interest, taxes, insurance, and mort-
gage insurance premium due under the mort-
gage remaining unpaid after applying 20 per
centum of the mortgagor’s income; or

(B) the difference between the amount of the
monthly payment for principal, interest and
mortgage insurance premium which the mort-
gagor is obligated to pay under the mortgage
and the monthly payment for principal and in-
terest which the mortgagor would be obligated
to pay if the mortgage were to bear interest at
the rate of 1 per centum per annum (4 per cen-
tum per annum in the case of a mortgage de-
scribed in subsection (o) of this section).

(2)(A) Upon disposition by the homeowner of
any property assisted pursuant to this section or
where the homeowner rents such a property (or
the owner’s unit in the case of a two- to four-
family property) for a period longer than one

year, the Secretary shall provide for the recap-
ture of an amount equal to the lesser of (i) the
amount of assistance actually received under
this section, other than any amount provided
under subsection (e) of this section, or (ii) an
amount equal to at least 50 per centum of the
net appreciation of the property, as determined
by the Secretary. For the purpose of this para-
graph, the term ‘‘net appreciation of the prop-
erty’’ means any increase in the value of the
property over the original purchase price, less
the reasonable costs of sale, the reasonable costs
of improvements made to the property, and any
increase in the mortgage amount as of the time
of sale over the original mortgage balance due
to the mortgage being insured pursuant to sec-
tion 1715z–10 of this title. Notwithstanding any
other provision of law, any such assistance shall
constitute a debt secured by the property to the
extent that the Secretary may provide for such
recapture.

(B) Subparagraph (A) does not apply to any
property with respect to which there is assump-
tion in accordance with paragraph (1) of this
subsection or to any property which is subject
to a mortgage, loan, or other advance of credit
insured pursuant to subsection (q) of this sec-
tion.

(3)(A) There hereby is established in the Treas-
ury of the United States a fund, which, to the
extent approved in appropriation Acts, may be
used by the Secretary for purposes of carrying
out subparagraph (B). There shall be deposited
into such fund (i) any amount recaptured under
paragraph (2); (ii) any authority to make assist-
ance payments under subsection (a) of this sec-
tion that is committed for use in a contract but
is unused because the mortgage, loan, or ad-
vance of credit involved is refinanced (except to
the extent provided in subsection (r) of this sec-
tion for mortgages insured under such sub-
section) or because such assistance payments
are terminated or suspended for other reasons
before the original termination date of such con-
tract; and (iii) any amount received under sub-
paragraph (C).

(B) In the case of any homeowner whose assist-
ance payments are terminated by reason of the
10-year limitation referred to in paragraph (1),
and who is determined by the Secretary to be
unable to assume the full payments due under
the mortgage, loan, or advance of credit in-
volved, the Secretary shall, to the extent of the
availability of amounts in the fund established
in subparagraph (A), contract to make, and
make, continued assistance payments on behalf
of such homeowner. Such continued assistance
payments shall be made in an amount deter-
mined in accordance with the applicable provi-
sions of paragraph (1) or subsection (a)(2)(B) of
this section and for such period as the Secretary
determines to be appropriate.

(C) Any amounts in such fund determined by
the Secretary to be in excess of the amounts
currently required to carry out the provisions of
subparagraph (B) shall be invested by the Sec-
retary in obligations of, or obligations guaran-
teed as to both principal and interest by, the
United States or any agency of the United
States. Notwithstanding the preceding sentence,
any amounts of budget authority or contract au-
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thority recaptured from assistance payments
contracts relating to mortgages that are being
refinanced that are not required for assistance
payments contracts relating to mortgages in-
sured under this subsection, shall be rescinded.
(d) Limitation on payments on behalf of family

holding membership in cooperative associa-
tion; occupancy; maximum amount of pay-
ment

Assistance payments to a mortgagee by the
Secretary on behalf of a family holding member-
ship in a cooperative association operating a
housing project shall be made only during such
time as the family is an occupant of such proj-
ect and shall be in amounts computed on the
basis of the formula set forth in subsection (c) of
this section applying the cooperative member’s
proportionate share of the obligations under the
project mortgage to the items specified in the
formula.
(e) Reimbursement for expenses in handling the

mortgage
The Secretary may include in the payment to

the mortgagee such amount, in addition to the
amount computed under subsection (a)(2)(B), (c),
(d), (j)(7), or (r) of this section, as he deems ap-
propriate to reimburse the mortgagee for its ex-
penses in handling the mortgage.
(f) Adoption of procedures for recertifications of

mortgagor�s or cooperative member�s income
Procedures shall be adopted by the Secretary

for recertifications of the mortgagor’s (or coop-
erative member’s) income at intervals of two
years (or at shorter intervals where the Sec-
retary deems it desirable) for the purpose of ad-
justing the amount of such assistance payments
within the limits of the formula described in
subsection (c) of this section.
(g) Regulations to assure that sales price or

other consideration paid is not increased
above appraised value

The Secretary shall prescribe such regulations
as he deems necessary to assure that the sales
price of, or other consideration paid in connec-
tion with, the purchase by a homeowner of the
property with respect to which assistance pay-
ments are to be made is not increased above the
appraised value on which the maximum mort-
gage which the Secretary will insure is com-
puted.
(h) Authorization of appropriations; aggregate

amount of assistance payment contracts;
maximum income limits of families; limita-
tion on payments with respect to existing
dwellings or dwelling units in existing
projects and for approved substantial reha-
bilitation of dwellings or dwelling units in
projects

(1) There are authorized to be appropriated
such sums as may be necessary to carry out the
provisions of this section, including such sums
as may be necessary to make the assistance pay-
ments under contracts entered into under this
section. The aggregate amount of outstanding
contracts to make such payments shall not ex-
ceed amounts approved in appropriation Acts,
and payments pursuant to such contracts shall
not exceed $75,000,000 per annum prior to July 1,

1969, which maximum dollar amount shall be in-
creased by $125,000,000 on July 1, 1969, by
$150,000,000 on July 1, 1970, by $200,000,000 on July
1, 1971, by such sums as may be approved in ap-
propriation Acts after June 30, 1974, and prior to
July 1, 1976, and by such sums as may be ap-
proved in an appropriation Act on or after Octo-
ber 1, 1983 (from the additional authority to
enter into contracts made available on such
date under the first sentence of section
1437c(c)(1) of title 42). The aggregate amount
that may be obligated over the duration of the
contracts entered into with the authority pro-
vided on or after October 1, 1983 (other than obli-
gations in connection with mortgages insured
under subsection (r) of this section), may not ex-
ceed such sums of new budget authority as may
be appropriated after November 30, 1983. The
Secretary shall begin issuing new commitments
and reservations to provide mortgage insurance
and assistance payments under this section be-
fore the expiration of the 30-day period following
the approval in any appropriation Act of budget
authority for this section after November 30,
1983. Upon the expiration of one year following
August 22, 1974, the Secretary shall not enter
into new contracts for assistance payments
under this section utilizing authority approved
in appropriation Acts prior to July 1, 1974. The
Secretary shall not enter into new contracts for
assistance payments under this section (except
under subsection (r) of this section) after May
20, 1983, utilizing amounts approved in appro-
priation Acts before November 30, 1983, except (i)
pursuant to a firm commitment issued on or be-
fore May 20, 1983, (ii) pursuant to other commit-
ments issued by the Secretary prior to June 30,
1981, reserving funds for housing to be assisted
under this section where such housing is in-
cluded in a project pursuant to section 119 of
the Housing and Community Development Act
of 1974 [42 U.S.C. 5318], or (iii) pursuant to other
commitments issued on or before September 30,
1981, where housing under this section is to be
developed on land which was municipally owned
on September 30, 1981, and where a local govern-
ment contributes at least $1,000 per unit of funds
obtained under title I of the Housing and Com-
munity Development Act of 1974 [42 U.S.C. 5301
et seq.] and at least $2,000 per unit of additional
funds to assist housing under this section. In no
event may the Secretary enter into any new
contract for assistance payments under this sec-
tion (other than a contract in connection with a
mortgage insured under subsection (r) of this
section) after September 30, 1989.

(2) Assistance payments under this section
may be made only with respect to a family
whose income at the time of initial occupancy
does not exceed 95 per centum of the median in-
come for the area, as determined by the Sec-
retary with adjustments for smaller and larger
families, except that the Secretary may estab-
lish income ceilings higher or lower than 95 per
centum of the median for the area on the basis
of his findings that such variations are nec-
essary because of prevailing levels of construc-
tion costs, unusually high or low median family
incomes, or other factors.

(3) Notwithstanding the provisions of sub-
sections (b)(2) and (i)(3)(A) of this section with
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respect to the prior construction or rehabilita-
tion of a dwelling, or of the project in which
there is a dwelling unit, for which assistance
payments may be made, and notwithstanding
the provisions of subsection (j)(1) of this section
authorizing the purchase of housing which is
neither deteriorating nor substandard, not more
than—

(A) 25 per centum of the total amount of
contracts for assistance payments authorized
by appropriation Acts to be made prior to July
1, 1969, and

(B) 30 per centum of the total additional
amount of contracts for assistance payments
authorized by appropriation Acts to be made
on or after July 1, 1969,

may be made with respect to existing dwellings,
or dwelling units in existing projects. The pre-
ceding sentence shall not apply to contracts in
connection with mortgages insured under sub-
section (r) of this section.

(4) At least 10 per centum of the total amount
of contracts for assistance payments authorized
by appropriation Acts to be made after June 30,
1971, shall be available for use only with respect
to dwellings, or dwelling units in projects, which
are approved by the Secretary prior to substan-
tial rehabilitation.
(i) Insurance of mortgages executed by mortga-

gors meeting eligibility requirements for as-
sistance payments; issuance of commitment;
eligibility requirements for insurance

(1) The Secretary is authorized, upon applica-
tion by the mortgagee, to insure a mortgage (in-
cluding advances with respect to property con-
struction or rehabilitation pursuant to a self-
help program) executed by a mortgagor who
meets the eligibility requirements for assistance
payments prescribed by the Secretary under
subsection (b) of this section. Commitments for
the insurance of such mortgages may be issued
by the Secretary prior to the date of their exe-
cution or disbursement thereon, upon such
terms and conditions as the Secretary may pre-
scribe.

(2) To be eligible for insurance under this sub-
section, a mortgage shall meet the requirements
of section 1715l(d)(2) or 1715y(c) of this title, ex-
cept as such requirements are modified by this
subsection.

(3) A mortgage to be insured under this sub-
section shall—

(A) involve a single-family or a two-family
dwelling which has been approved by the Sec-
retary prior to the beginning of construction
or substantial rehabilitation, or a three-fam-
ily dwelling which is approved by the Sec-
retary prior to the beginning of substantial re-
habilitation, or a one-family unit in a con-
dominium project (together with an undivided
interest in the common areas and facilities
serving the project) which is released from a
multi-family project, the construction or sub-
stantial rehabilitation of which has been com-
pleted within two years prior to the filing of
the application for assistance payments with
respect to such family unit and the unit has
had no previous occupant other than the mort-
gagor: Provided, That the mortgage may in-
volve an existing dwelling or a family unit in

an existing condominium project which meets
such standards as the Secretary may pre-
scribe: Provided further, That the mortgage
may involve an existing dwelling or a family
unit in an existing condominium project if as-
sistance payments have been made on behalf
of the previous owner of the dwelling or family
unit with respect to a mortgage insured under
subsection (j)(4) of this section: Provided fur-
ther, That the mortgage may involve a dwell-
ing unit in an existing project covered by a
mortgage insured under section 1715z–1 of this
title or in an existing project receiving the
benefits of financial assistance under section
101 of the Housing and Urban Development Act
of 1965 [12 U.S.C. 1701s];

(B) where it is to cover a one-family unit in
a condominium project, have a principal obli-
gation not exceeding $40,000 ($47,500 in any
geographical area where the Secretary author-
izes an increase on the basis of a finding that
cost levels so require), except that with re-
spect to any family with five or more persons
the foregoing limits shall be $47,500 and $55,000,
respectively;

(C) involve, in the case of a dwelling unit
other than a condominium or cooperative
unit, a principal obligation (including such
initial service charges, appraisal, inspection,
and other fees as the Secretary shall approve)
in an amount not to exceed $40,000 ($47,500 in
any geographical area where the Secretary au-
thorizes an increase on the basis of a finding
that cost levels so require), except that with
respect to any family with five or more per-
sons the foregoing limits shall be $47,500 and
$55,000, respectively;

(D) involve, in the case of a two-family or
three-family dwelling, a principal obligation
(including such initial service charges, ap-
praisal, inspection, and other fees as the Sec-
retary shall approve) in an amount not to ex-
ceed $60,000 ($66,250 in any geographical area
where the Secretary authorizes an increase on
the basis of a finding that cost levels so re-
quire);

(E) be executed by a mortgagor who shall
have paid in cash or its equivalent, on account
of the property, at least an amount equal to 3
per centum of the Secretary’s estimate of the
cost of acquisition (excluding the mortgage in-
surance premium paid at the time the mort-
gage is insured); and

(F) bear interest at a rate not to exceed such
percent per annum on the amount of the prin-
cipal obligation outstanding at any time as
the Secretary finds necessary to meet the
mortgage market, taking into consideration
the yields on mortgages in the primary and
secondary markets.

(4) In insuring eligible mortgages under this
subsection, the Secretary may not deny insur-
ance on the basis that a mortgage involves a
two- to three-family dwelling or is to be used to
finance substantial rehabilitation rather than
new construction.

(5) As a condition of insuring a mortgage on a
two- to three-family dwelling, the Secretary
shall require the mortgagor (A) not to discrimi-
nate against prospective tenants on the basis of
their receipt of or eligibility for housing assist-
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ance under any Federal, State or local housing
assistance program and (B) to agree that during
the term of the mortgage each of the rental
units shall be occupied by, or available for occu-
pancy by, persons and families whose incomes
do not exceed 100 per centum of the area median
income.
(j) Insurance of mortgages executed by nonprofit

organizations or public bodies or agencies;
issuance of commitment; eligibility require-
ments for insurance; insurance of mortgages
executed to finance sale of individual dwell-
ings to lower income individuals or families;
definitions; assistance payments to mortga-
gees on behalf of nonprofit organizations or
public bodies and agencies

(1) In addition to mortgages insured under the
provisions of subsection (i) of this section, the
Secretary is authorized, upon application by the
mortgagee, to insure a mortgage (including ad-
vances under such mortgage during rehabilita-
tion) which is executed by a nonprofit organiza-
tion or public body or agency to finance the pur-
chase of housing, and the rehabilitation of such
housing if it is deteriorating or substandard, for
subsequent resale to lower income home pur-
chasers who meet the eligibility requirements
for assistance payments prescribed by the Sec-
retary under subsection (b) of this section. Com-
mitments for the insurance of such mortgages
may be issued by the Secretary prior to the date
of their execution or disbursement thereon,
upon such terms and conditions as the Secretary
may prescribe.

(2) To be eligible for insurance under para-
graph (1) of this subsection, a mortgage shall—

(A) be executed by a private nonprofit orga-
nization or public body or agency, approved by
the Secretary, for the purpose of financing the
purchase (with the intention of subsequent re-
sale), and rehabilitation where the housing in-
volved is deteriorating or substandard, of
property comprising one or more tracts or par-
cels, whether or not contiguous, consisting of
(i) four or more single-family dwellings of de-
tached, semidetached, or row construction, or
(ii) four or more one-family units in a struc-
ture or structures for which a plan of family
unit ownership approved by the Secretary is
established; except that in a case not involv-
ing the rehabilitation of deteriorating or sub-
standard housing the property purchased may
consist of one or more such dwellings or units;

(B) be in a principal amount not exceeding
the appraised value of the property at the
time of its purchase under the mortgage plus
the estimated cost of any rehabilitation;

(C) bear interest at a rate not to exceed such
percent per annum on the amount of the prin-
cipal obligation outstanding at any time as
the Secretary determines is necessary to meet
the mortgage market, taking into consider-
ation the yields on mortgages in the primary
and secondary markets;

(D) provide for complete amortization (sub-
ject to paragraph (4)(E)) by periodic payments
within such term as the Secretary may pre-
scribe; and

(E) provide for the release of individual sin-
gle-family dwellings from the lien of the mort-

gage upon their sale in accordance with para-
graph (4).

(3) No mortgage shall be insured under para-
graph (1) unless the mortgagor shall have dem-
onstrated to the satisfaction of the Secretary
that (A) the property involved is located in a
neighborhood which is sufficiently stable and
contains sufficient public facilities and amen-
ities to support long-term values, or (B) the pur-
chase or rehabilitation of such property plus the
mortgagor’s related activities and the activities
of other owners of housing in the neighborhood,
together with actions to be taken by public au-
thorities, will be of such scope and quality as to
give reasonable promise that a stable environ-
ment will be created in the neighborhood.

(4)(A) No mortgage shall be insured under
paragraph (1) unless the mortgagor enters into
an agreement, satisfactory to the Secretary,
that it will offer to sell the dwellings involved,
after purchase and upon completion of any reha-
bilitation, to lower income individuals or fami-
lies meeting the eligibility requirements estab-
lished by the Secretary under subsection (b) of
this section.

(B) The Secretary is authorized to insure
under this paragraph mortgages executed to fi-
nance the sale of individual dwellings to lower
income purchasers as provided in subparagraph
(A). Any such mortgage shall—

(i) be in a principal amount not in excess of
that portion of the unpaid principal balance of
the blanket mortgage covering the property
which is allocable to the individual dwelling
involved;

(ii) bear interest at the same rate as the
blanket mortgage; and

(iii) provide for complete amortization by
periodic payments within a term equal to the
remaining term (determined without regard to
subparagraph (E)) of such blanket mortgage.

(C) The price for which any individual dwell-
ing is sold under this paragraph shall be in an
amount equal to that portion of the unpaid prin-
cipal balance of the blanket mortgage covering
the property which is allocable to the dwelling
plus such additional amount, not less than $200
(which may be applied in whole or in part to-
ward closing costs and may be paid in cash or its
equivalent), as the Secretary may determine to
be reasonable.

(D) Upon the sale under this paragraph of any
individual dwelling, such dwelling shall be re-
leased from the lien of the blanket mortgage.
Until all of the individual dwellings in the prop-
erty covered by the blanket mortgage have been
sold, the mortgagor shall hold and operate the
dwellings remaining unsold at any given time,
in such manner and under such terms as the
Secretary may prescribe, as though they con-
stituted rental units.

(E) Upon the sale under this paragraph of all
the individual dwellings in the property covered
by the blanket mortgage and the release of all
individual dwellings from the lien of the blanket
mortgage, the insurance of the blanket mort-
gage shall be terminated and no adjusted pre-
mium charge shall be charged by the Secretary
upon such termination.

(5) Where the Secretary has approved a plan of
family unit ownership the terms ‘‘single-family



Page 656TITLE 12—BANKS AND BANKING§ 1715z

dwelling’’, ‘‘single-family dwellings’’, ‘‘individ-
ual dwelling’’, and ‘‘individual dwellings’’ shall
mean a family unit or family units, together
with the undivided interest (or interests) in the
common areas and facilities.

(6) For purposes of this subsection, the terms
‘‘single-family dwelling’’ and ‘‘single-family
dwellings’’ (except for purposes of paragraph (5))
shall include a two- to three-family dwelling
which has been approved by the Secretary.

(7) In addition to the assistance payments au-
thorized under subsection (b) of this section, the
Secretary may make such payments to a mort-
gagee on behalf of a nonprofit organization or
public body or agency which is a mortgagor
under the provisions of paragraph (1) in an
amount not exceeding the difference between
the monthly payment for principal, interest,
and mortgage insurance premium which the
mortgagor is obligated to pay under the mort-
gage and the monthly payment for principal and
interest such mortgagor would be obligated to
pay if the mortgage were to bear interest at the
rate of 1 per centum per annum.

(8) A mortgage covering property which is not
deteriorating or substandard may be insured
under this subsection only if it is situated in an
area in which mortgages may be insured under
section 1715l(h) of this title.

(9) In insuring eligible mortgages under this
subsection, the Secretary may not deny insur-
ance on the basis that a mortgage involves a
two- to three-family dwelling or is to be used to
finance substantial rehabilitation rather than
new construction.

(k) Allocation and transfer of reasonable portion
of total authority to contract to make assist-
ance payments to Secretary of Agriculture
for use in rural areas and small towns

The Secretary shall from time to time allo-
cate and transfer to the Secretary of Agri-
culture, for use (in accordance with the terms
and conditions of this section) in rural areas and
small towns, a reasonable portion of the total
authority to contract to make assistance pay-
ments as approved in appropriation Acts under
subsection (h)(1) of this section.

(l) Deductions for minors in determining income
limits; exclusion of earnings of minors

In determining the income of any person for
the purposes of this section, there shall be de-
ducted an amount equal to $300 for each minor
person who is a member of the immediate family
of such person and living with such family, and
the earnings of any such minor person shall not
be included in the income of such person or his
family.

(m) Termination date for insurance of mortgages
No mortgage (except a mortgage insured under

subsection (r) of this section) shall be insured
under this section after September 30, 1989, ex-
cept pursuant to a commitment to insure before
that date.

(n) Percentage limitation of mortgage insurance
on subdivision units; exceptions

No mortgage may be insured under this sec-
tion on a unit in a subdivision, after October 12,
1977, which, when added to any other mortgages

insured under this section in that subdivision
after such date, represents more than 40 per cen-
tum of the total number of units in the subdivi-
sion, except that the preceding limitation shall
not apply with regard to any rehabilitated unit,
or to any unit or subdivision located or to be lo-
cated in an established urban neighborhood or
area, where a sound proposal is involved and
where an aggregation of subsidized units is es-
sential to a community sponsored overall rede-
velopment plan, as determined by the Secretary
or to a mortgage insured under subsection (r) of
this section.
(o) Mortgage insurance over maximum limits in-

volving dwellings of community sponsored
programs of concentrated redevelopment or
revitalization

The Secretary may insure a mortgage under
this section involving a principal obligation
which exceeds, by not more than 20 per centum,
the maximum limits specified under subsection
(b)(2) or (i)(3) of this section if the mortgage re-
lates to a dwelling in an urban neighborhood
where the Secretary determines that a commu-
nity sponsored program of concentrated redevel-
opment or revitalization is being undertaken
and the Secretary determines that such action
is necessary to enable eligible families residing
in the area who occupy substandard housing or
are being involuntarily displaced to remain in
the area in decent, safe, and sanitary housing.
(p) Mortgage insurance over maximum limits in-

volving dwellings to be occupied by phys-
ically handicapped persons; applicability,
etc.

The Secretary may insure a mortgage under
this section involving a principal obligation
which exceeds, by not more than 10 per centum,
the maximum limits specified under subsection
(b)(2) or (i)(3) of this section, or, if applicable,
the maximum principal obligation insurable
pursuant to subsection (o) of this section, if the
mortgage relates to a dwelling to be occupied by
a physically handicapped person and the Sec-
retary determines that such action is necessary
to reflect the cost of making such dwelling ac-
cessible to and usable by such person.
(q) Periodic assistance payments for emergency

stimulation of housing market; contracts,
terms and conditions, eligibility, etc., for pay-
ments

(1) Notwithstanding any other provision of
this section, except subsection (n), if the Sec-
retary determines that there is a substantial
need for emergency stimulation of the housing
market, the Secretary is authorized to make
and enter into contracts to make periodic as-
sistance payments, to the extent of not to ex-
ceed 75 per centum of the authority available
pursuant to subsection (h)(1) of this section, on
behalf of homeowners, including owners of man-
ufactured homes, to mortgagees or other lenders
holding mortgages, loans, or advances of credit
which meet the requirements of this subsection.
The Secretary may establish such criteria,
terms, and conditions relating to homeowners
and mortgages, loans, or advances of credit as-
sisted under this subsection as the Secretary
deems appropriate, consistent with the provi-
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1 See References in Text note below.

sions of this subsection. The Secretary is au-
thorized to insure a mortgage which meets the
requirements of and is to be assisted under this
subsection. The authority to enter into con-
tracts to provide assistance payments and to in-
sure mortgages under this subsection shall ter-
minate on September 30, 1989, or at such earlier
date as the Secretary may deem appropriate,
upon a determination by the Secretary that the
conditions which gave rise to the exercise of au-
thority under this subsection are no longer
present, except pursuant to a commitment en-
tered into prior to such date.

(2) Payments under this subsection may be
made only on behalf of a homeowner who satis-
fies such eligibility requirements as may be pre-
scribed by the Secretary and who—

(A)(i) is a mortgagor under a mortgage
which meets the requirements of and is in-
sured under this subsection, or (ii) is the origi-
nal owner of a new manufactured home con-
sisting of two or more modules and a lot on
which the manufactured home is situated,
where insurance under section 1703 of this title
covering the loan, advance of credit, or pur-
chase of an obligation representing such loan
or advance of credit to finance the purchase of
such manufactured home and lot has been
granted to the lender making such loan, ad-
vance of credit, or purchase of an obligation;
and

(B) has a family income, at the time of ini-
tial occupancy, which does not exceed 130 per
centum of the area median income for the area
(with adjustments for smaller and larger fami-
lies, unusually high or low median family in-
come, or other factors), as determined by the
Secretary.

(3) Assistance payments to a mortgagee or
other lender by the Secretary on behalf of a
homeowner shall be made only during such time
as the homeowner shall continue to occupy the
property which secures the mortgage, loan, or
advance of credit. The Secretary may, where a
mortgage insured under this subsection has been
assigned to the Secretary, continue making
such assistance payments.

(4) The amount of the assistance payments in
the case of a mortgage shall not at any time ex-
ceed the lesser of—

(A) the balance of the monthly payment for
principal, interest, taxes, insurance, and any
mortgage insurance premium due under the
mortgage remaining unpaid after applying a
minimum of 25 per centum of the mortgagor’s
income, except that the Secretary may reduce
such per centum of income to the extent he
deems necessary, but not lower than 20 per
centum of the mortgagor’s income; or

(B) the difference between the amount of the
monthly payment for principal, interest, and
any mortgage insurance premium which would
be required if the mortgage were a level pay-
ment mortgage bearing interest at a rate
equal to the maximum interest rate which is
applicable to level payment mortgages insured
under section 1709(b) of this title, other than
mortgages subject to section 1709–1(2) 1 of this
title, and the monthly payment for principal

and interest which the mortgagor would be ob-
ligated to pay if the mortgage were a level
payment mortgage bearing interest at the rate
of at least 91⁄2 per centum per annum.

(5) Assistance payments on behalf of the owner
of a manufactured home shall not at any time
exceed the lesser of—

(A) the balance of the monthly payment for
principal, interest, real and personal property
taxes, insurance, and insurance premium
chargeable under section 1703 of this title due
under the loan or advance of credit remaining
unpaid after applying a minimum of 25 per
centum of the manufactured homeowner’s in-
come, except that the Secretary may reduce
such per centum of income to the extent he
deems necessary, but not lower than 20 per
centum of the mortgagor’s income; or

(B) the difference between the amount of the
monthly payment for principal, interest, and
insurance premium chargeable under section
1703 of this title which the manufactured
homeowner is obligated to pay under the loan
or advance of credit and the monthly payment
of principal and interest which the owner
would be obligated to pay if the loan or ad-
vance of credit were to bear an interest rate
determined by the Secretary which shall not
be less than 12 per centum per annum.

(6) The Secretary may include in the payment
to the mortgagee or other lender such amount,
in addition to the amount computed under para-
graph (4) or (5), as the Secretary deems appro-
priate to reimburse the mortgagee or other lend-
er for its reasonable and necessary expenses in
handling the mortgage, loan, or advance of cred-
it.

(7) The Secretary shall prescribe such regula-
tions as the Secretary deems necessary to as-
sure that the sales price of, or other consider-
ation paid in connection with, the purchase by a
homeowner of the property with respect to
which assistance payments are to be made is not
greater than the appraised value as determined
by the Secretary.

(8) Assistance payments pursuant to para-
graph (5) shall not be made with respect to more
than 20 per centum of the total number of units
with respect to which assistance is approved
under this subsection.

(9) The Secretary may, in addition to mort-
gages insured under subsection (i) or (j) of this
section, insure, upon application by the mortga-
gee, a mortgage executed by a mortgagor who
meets the eligibility requirements for assistance
payments prescribed by the Secretary under
paragraph (2). Commitments for the insurance of
such mortgages may be issued by the Secretary
prior to the date of their execution or disburse-
ment thereon, upon such terms and conditions
as the Secretary may prescribe.

(10) To be eligible for insurance under this sub-
section, a mortgage shall—

(A) be a first lien on real estate held in fee
simple, or on a leasehold under a lease which
meets terms and conditions established by the
Secretary;

(B) have been made to, and be held by, a
mortgagee approved by the Secretary as re-
sponsible and able to service the mortgage
properly;
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(C) involve a one- to four-family dwelling
which has been approved by the Secretary
prior to the beginning of construction, or if
not so approved, has been completed within
one year prior to the filing of the application
for insurance and which has never been sold
other than to the mortgagor;

(D) involve a principal residence the sales
price of which does not exceed 82 per centum
of the applicable maximum principal obliga-
tion of a mortgage which may be insured in
the area pursuant to section 1709(b)(2) of this
title, determined without regard to the last
sentence of such section;

(E) have maturity and amortization provi-
sions satisfactory to the Secretary;

(F) bear interest (exclusive of premium
charges for insurance, and service charges if
any) at not to exceed the applicable maximum
rate for mortgages insured pursuant to section
1709(b) of this title;

(G) be executed by a mortgagor who shall
have paid in cash or its equivalent, on account
of the property, at least an amount equal to 3
per centum of the Secretary’s estimate of the
cost of acquisition; and

(H) contain such other terms and conditions
as the Secretary may prescribe.

(11) The Secretary shall, to the extent prac-
ticable, insure mortgages under this subsection
which are secured by properties which contrib-
ute to the conservation of land and energy re-
sources.

(12) A mortgage to be assisted under this sub-
section shall, where the Secretary deems it ap-
propriate, provide for graduated payments pur-
suant to section 1715z–10 of this title.

(13) The Secretary shall develop and utilize a
system to allocate assistance under this sub-
section in a manner which assures a reasonable
distribution of such assistance among the var-
ious regions of the country and which takes into
consideration such factors as population, rel-
ative decline in building permits, the need for
increased housing production, and other factors
he deems appropriate. Assistance provided under
this subsection shall not be subject to section
1439 of title 42.

(14) Upon the disposition by the homeowner of
any property assisted pursuant to this sub-
section, or where the homeowner rents the prop-
erty (or the owner’s unit in the case of a two- to
four-family residence) for a period longer than
one year, the Secretary shall provide for the re-
capture of an amount equal to the lesser of (A)
the amount of assistance actually received
under this subsection, other than any amount
provided under paragraph (6), or (B) an amount
at least equal to 50 per centum of the net appre-
ciation of the property, as determined by the
Secretary. For the purpose of this paragraph,
the term ‘‘net appreciation of the property’’
means any increase in the value of the property
over the original purchase price, less the reason-
able costs of sale, the reasonable costs of im-
provements made to the property, and any in-
crease in the mortgage balance as of the time of
sale over the original mortgage balance due to
the mortgage being insured pursuant to section
1715z–10 of this title. In providing for such recap-
ture, the Secretary shall include incentives for

the homeowner to maintain the property in a
marketable condition. Notwithstanding any
other provision of law, any such assistance shall
constitute a debt secured by the property to the
extent that the Secretary may provide for such
recapture.

(15) Procedures shall be adopted by the Sec-
retary for recertification of the homeowner’s in-
come at intervals of two years (or at shorter in-
tervals where the Secretary deems it desirable)
for the purpose of adjusting the amount of such
assistance payments within the limits of the
formula described in paragraph (4) or (5).

(r) Refinancing
(1) The Secretary is authorized, upon applica-

tion of a mortgagee, to insure under this sub-
section a mortgage the proceeds of which are
used to refinance a mortgage insured under this
section.

(2) To be eligible for insurance under this sub-
section, a mortgage must be executed by a mort-
gagor meeting the requirements of paragraph (3)
and shall—

(A) be a first lien on real estate held in fee
simple, or on a leasehold under a lease—

(i) for not less than 99 years which is re-
newable; or

(ii) having a period of not less than 10
years to run beyond the maturity date of the
mortgage;

(B) have been made to, and held by, a mort-
gagee approved by the Secretary;

(C) be in an amount not exceeding the out-
standing principal balance, including any un-
paid interest, due on the mortgage being refi-
nanced;

(D) have a maturity not exceeding the un-
expired term of the mortgage being refi-
nanced;

(E) bear an interest rate not exceeding such
percent per annum on the amount of the prin-
cipal obligation outstanding at any time as
the Secretary finds necessary to meet the
mortgage market, taking into consideration
the yields on mortgages in the primary and
secondary markets; to the extent that the
amounts described in paragraphs (4)(A) and (B)
are not otherwise paid by the Secretary, the
foregoing interest rate may be increased, in
the discretion of the Secretary, to compensate
the mortgagee for its payment to, or on behalf
of, the mortgagor of such amounts; and

(F) meet the criteria for refinancing as de-
termined by the Secretary.

(3) Notwithstanding the provisions of sub-
section (h)(2) of this section, assistance pay-
ments in connection with mortgages insured
under paragraph (2) shall be made only with re-
spect to a family who is eligible for, and receiv-
ing assistance payments with respect to, the in-
sured mortgage being refinanced.

(4) The Secretary is authorized and, to the ex-
tent provided in appropriation Acts, may pay to
the mortgagor (directly, through the mortgagee,
or otherwise)—

(A) an amount, as approved by the Sec-
retary, as an incentive to the mortgagor to re-
finance a mortgage insured under this section;
and



Page 659 TITLE 12—BANKS AND BANKING § 1715z

(B) an amount as approved by the Secretary
for costs incurred in connection with the refi-
nancing, including but not limited to dis-
counts, loan origination fees, and closing
costs.

(5) Amounts of budget authority required for
assistance payments contracts with respect to
mortgages insured under this subsection shall be
derived from amounts recaptured from assist-
ance payments contracts relating to mortgages
that are being refinanced. For purposes of sub-
section (c)(3)(A) of this section, the amount of
recaptured budget authority that the Secretary
commits for assistance payments contracts re-
lating to mortgages insured under this sub-
section shall not be construed as ‘‘unused’’.

(6) The Secretary is authorized to take any ac-
tions to identify and communicate with any
mortgagor of a mortgage insured under this sec-
tion to implement the refinancing of such mort-
gages with insurance under this subsection. The
Secretary may take such actions directly, or
under contract. Notwithstanding the restriction
of section 552a(b) of title 5, upon the request of
an approved mortgagee, the Secretary may dis-
close to such mortgagee the name and address of
any mortgagor of a mortgage insured under this
section that meets the criteria for refinancing,
pursuant to paragraph (2)(F), and the unpaid
principal balance and interest rate on such
mortgage.

(7) The Secretary shall implement the provi-
sions of this subsection by a notice published in
the Federal Register.

(June 27, 1934, ch. 847, title II, § 235, as added
Pub. L. 90–448, title I, § 101(a), Aug. 1, 1968, 82
Stat. 477; amended Pub. L. 91–152, title I,
§§ 101(d), 106, 107(a), 109, 113(i), title IV, §§ 412(b),
418(a), Dec. 24, 1969, 83 Stat. 379, 381, 385, 398, 402;
Pub. L. 91–609, title I, §§ 101(d), 102(a), 105–107,
Dec. 31, 1970, 84 Stat. 1770, 1771; Pub. L. 92–503,
§ 1(d), Oct. 18, 1972, 86 Stat. 906; Pub. L. 93–85,
§ 1(d), Aug. 10, 1973, 87 Stat. 220; Pub. L. 93–117,
§ 1(d), Oct. 2, 1973, 87 Stat. 421; Pub. L. 93–383,
title II, § 211, Aug. 22, 1974, 88 Stat. 671; Pub. L.
94–375, § 3(a)–(c), (e), (f), Aug. 3, 1976, 90 Stat. 1068,
1069; Pub. L. 95–128, title II, § 205, title III,
§§ 301(d), 303(f), Oct. 12, 1977, 91 Stat. 1130, 1131,
1132; Pub. L. 95–406, § 1(d), Sept. 30, 1978, 92 Stat.
879; Pub. L. 95–557, title III, § 301(d), Oct. 31, 1978,
92 Stat. 2096; Pub. L. 96–71, § 1(d), Sept. 28, 1979,
93 Stat. 501; Pub. L. 96–105, § 1(d), Nov. 8, 1979, 93
Stat. 794; Pub. L. 96–153, title II, § 213, title III,
§ 301(d), Dec. 21, 1979, 93 Stat. 1111; Pub. L. 96–372,
§ 1(d), Oct. 3, 1980, 94 Stat. 1363; Pub. L. 96–399,
title II, §§ 206(a), (b)(1), 207, title III, §§ 301(d),
308(c)(1), (2), Oct. 8, 1980, 94 Stat. 1630, 1631, 1638,
1640; Pub. L. 97–35, title III, §§ 328, 331(d), Aug. 13,
1981, 95 Stat. 407, 412; Pub. L. 97–110, title III,
§ 304, Dec. 26, 1981, 95 Stat. 1515; Pub. L. 97–185,
May 24, 1982, 96 Stat. 100; Pub. L. 97–253, title II,
§ 201(f), Sept. 8, 1982, 96 Stat. 790; Pub. L. 97–289,
§ 1(d), Oct. 6, 1982, 96 Stat. 1230; Pub. L. 98–35,
§ 1(d), May 26, 1983, 97 Stat. 197; Pub. L. 98–109,
§ 1(d), Oct. 1, 1983, 97 Stat. 745; Pub. L. 98–181,
title II, § 226, title IV, §§ 401(d), 404(b)(12),
423(b)(5), Nov. 30, 1983, 97 Stat. 1194, 1207, 1209,
1217; Pub. L. 98–479, title I, §§ 102(a)(1), 104(a)(3),
title II, § 204(a)(8), Oct. 17, 1984, 98 Stat. 2221,
2224, 2232; Pub. L. 99–120, § 1(d), Oct. 8, 1985, 99

Stat. 502; Pub. L. 99–156, § 1(d), Nov. 15, 1985, 99
Stat. 815; Pub. L. 99–219, § 1(d), Dec. 26, 1985, 99
Stat. 1730; Pub. L. 99–267, § 1(d), Mar. 27, 1986, 100
Stat. 73; Pub. L. 99–272, title III, § 3007(d), Apr. 7,
1986, 100 Stat. 104; Pub. L. 99–289, § 1(b), May 2,
1986, 100 Stat. 412; Pub. L. 99–345, § 1, June 24,
1986, 100 Stat. 673; Pub. L. 99–430, Sept. 30, 1986,
100 Stat. 986; Pub. L. 100–122, § 1, Sept. 30, 1987,
101 Stat. 793; Pub. L. 100–154, Nov. 5, 1987, 101
Stat. 890; Pub. L. 100–170, Nov. 17, 1987, 101 Stat.
914; Pub. L. 100–179, Dec. 3, 1987, 101 Stat. 1018;
Pub. L. 100–200, Dec. 21, 1987, 101 Stat. 1327; Pub.
L. 100–242, §§ 170(a), 401(c), 406(b)(18), (19), Feb. 5,
1988, 101 Stat. 1867, 1898, 1901; Pub. L. 101–144,
title II, Nov. 9, 1989, 103 Stat. 852; Pub. L. 101–235,
title I, § 125(a)–(c), Dec. 15, 1989, 103 Stat.
2022–2024.)

REFERENCES IN TEXT

The Housing and Community Development Act of
1974, referred to in subsec. (h)(1), is Pub. L. 93–383, Aug.
22, 1974, 88 Stat. 633, as amended. Title I of the Housing
and Community Development Act of 1974 is classified
principally to chapter 69 (§ 5301 et seq.) of Title 42, The
Public Health and Welfare. For complete classification
of this Act to the Code, see Short Title note set out
under section 5301 of Title 42 and Tables.

Section 101 of the Housing and Urban Development
Act of 1965, referred to in subsec. (i)(3)(A), is section 101
of Pub. L. 89–117, title I, Aug. 10, 1965, 79 Stat. 451, as
amended, which enacted section 1701s of this title and
amended sections 1451 and 1465 of Title 42.

Section 1709–1 of this title, referred to in subsec.
(q)(4)(B), was repealed by Pub. L. 98–181, title IV,
§ 404(a), Nov. 30, 1983, 97 Stat. 1208.

AMENDMENTS

1989—Subsec. (c)(1). Pub. L. 101–235, § 125(c)(1), in-
serted ‘‘, other than a contract in connection with a re-
financing under subsection (r) of this section,’’ after
‘‘any new contract’’ in second sentence.

Subsec. (c)(3)(A). Pub. L. 101–235, § 125(c)(2), which di-
rected the insertion of ‘‘(except to the extent provided
in subsection (r) of this section for mortgages insured
under such subsection)’’ after ‘‘refinanced,’’ in second
sentence, was executed by making the insertion after
‘‘refinanced’’ as the probable intent of Congress.

Subsec. (c)(3)(C). Pub. L. 101–235, § 125(b), inserted at
end ‘‘Notwithstanding the preceding sentence, any
amounts of budget authority or contract authority re-
captured from assistance payments contracts relating
to mortgages that are being refinanced that are not re-
quired for assistance payments contracts relating to
mortgages insured under this subsection, shall be re-
scinded.’’

Subsec. (e). Pub. L. 101–235, § 125(c)(3), inserted ref-
erence to subsec. (r).

Subsec. (h)(1). Pub. L. 101–235, § 125(c)(4), inserted
‘‘(other than obligations in connection with mortgages
insured under subsection (r) of this section)’’ in third
sentence, ‘‘(except under subsection (r) of this section)’’
in sixth sentence, and ‘‘(other than a contract in con-
nection with a mortgage insured under subsection (r) of
this section)’’ in seventh sentence.

Subsec. (h)(3). Pub. L. 101–235, § 125(c)(5), inserted sen-
tence at end providing that the preceding sentence
shall not apply to contracts in connection with mort-
gages insured under subsec. (r).

Subsec. (m). Pub. L. 101–235, § 125(c)(6), inserted ‘‘(ex-
cept a mortgage insured under subsection (r) of this
section)’’ after ‘‘No mortgage’’.

Subsec. (n). Pub. L. 101–235, § 125(c)(7), inserted ‘‘or to
a mortgage insured under subsection (r) of this sec-
tion’’ before period at end.

Subsec. (r). Pub. L. 101–235, § 125(a), amended subsec.
(r) generally. Prior to amendment, subsec. (r) read as
follows:
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‘‘(1) REVIEW OF ASSISTANCE PAYMENTS CONTRACTS.—
‘‘(A) The Secretary shall periodically review each

contract under which the Secretary is making assist-
ance payments under this section to determine if a
refinancing of the mortgage, loan, or advance of cred-
it involved will result in a sufficient reduction in as-
sistance payments to warrant such refinancing.

‘‘(B) In the case of assistance payments contracts
in effect on November 9, 1989, the Secretary shall
complete such review within 60 days in order to per-
mit the refinancing to be completed during fiscal
year 1990.
‘‘(2) REFINANCING ASSISTANCE.—In any case in which

the Secretary determines that refinancing is war-
ranted, the Secretary shall offer financial assistance
appropriate to encourage the refinancing. The assist-
ance may include the following:

‘‘(A) For lenders and mortgagees providing refi-
nancing, the payment of reasonable mortgage or loan
origination fees, discount points, and other expenses
required to refinance; and

‘‘(B) For the homeowner or cooperative member in-
volved, the payment of an amount that does not ex-
ceed 1 percent of the principal amount refinanced.
‘‘(3) METHOD OF PAYMENT OF REFINANCING ASSIST-

ANCE.—In any case in which the Secretary determines
that refinancing is warranted, the Secretary shall pro-
vide incentives in a manner that does not increase
total expenditures in fiscal year 1990. The Secretary
shall structure refinancings as follows:

‘‘(A) Lenders and mortgagees providing refinanc-
ings under this subsection may charge an interest
rate for refinancing that is not greater than 0.5 per-
cent higher than the prevailing market rate for refi-
nancing.

‘‘(B) Payments to the homeowner or cooperative
member to encourage refinancing shall be paid
through a reduction in the monthly payment of the
homeowner or cooperative member under the mort-
gage, loan, or advance of credit.
‘‘(4) REVISION OF CONTRACTS AND RESCISSION OF EXCESS

AMOUNTS.—
‘‘(A) The Secretary shall make such revisions in

any assistance payments contract (including the
amount of assistance payments made under the con-
tract) as are necessary to reflect a refinancing ob-
tained pursuant to this subsection. A revised assist-
ance payments contract under this paragraph shall
not be considered to be a new contract under this sec-
tion.

‘‘(B) Any contract authority that becomes available
as a result of the revision of an assistance payments
contract under this paragraph shall be rescinded.’’
Pub. L. 101–144 added subsec. (r).
1988—Subsec. (h)(1). Pub. L. 100–242, § 401(c), sub-

stituted ‘‘September 30, 1989’’ for ‘‘March 15, 1988’’.
Subsec. (i)(3)(A). Pub. L. 100–242, § 406(b)(18), struck

out ‘‘one of the units of which is to be occupied by the
owner and’’ after ‘‘three-family dwelling’’.

Subsec. (i)(3)(C). Pub. L. 100–242, § 170(a), substituted
‘‘(including’’ for ‘‘including’’.

Subsec. (j)(6). Pub. L. 100–242, § 406(b)(19), struck out
‘‘if one of the units is to be occupied by the owner’’
after ‘‘Secretary’’.

Subsecs. (m), (q)(1). Pub. L. 100–242, § 401(c), sub-
stituted ‘‘September 30, 1989’’ for ‘‘March 15, 1988’’.

1987—Subsecs. (h)(1), (m), (q)(1). Pub. L. 100–200 sub-
stituted ‘‘March 15, 1988’’ for ‘‘December 16, 1987’’.

Pub. L. 100–179 substituted ‘‘December 16, 1987’’ for
‘‘December 2, 1987’’.

Pub. L. 100–170 substituted ‘‘December 2, 1987’’ for
‘‘November 15, 1987’’.

Pub. L. 100–154 substituted ‘‘November 15, 1987’’ for
‘‘October 31, 1987’’.

Pub. L. 100–122 substituted ‘‘October 31, 1987’’ for
‘‘September 30, 1987’’.

1986—Subsecs. (h)(1), (m), (q)(1). Pub. L. 99–430 sub-
stituted ‘‘September 30, 1987’’ for ‘‘September 30, 1986’’.

Pub. L. 99–345 substituted ‘‘September 30, 1986’’ for
‘‘June 6, 1986’’.

Pub. L. 99–289 substituted ‘‘June 6, 1986’’ for ‘‘April 30,
1986’’.

Pub. L. 99–272 made amendment identical to Pub. L.
99–219. See 1985 Amendment note below.

Pub. L. 99–267 substituted ‘‘April 30, 1986’’ for ‘‘March
17, 1986’’.

1985—Subsecs. (h)(1), (m), (q)(1). Pub. L. 99–219 sub-
stituted ‘‘March 17, 1986’’ for ‘‘December 15, 1985’’.

Pub. L. 99–156 substituted ‘‘December 15, 1985’’ for
‘‘November 14, 1985’’.

Pub. L. 99–120 substituted ‘‘November 14, 1985’’ for
‘‘September 30, 1985’’.

1984—Subsec. (h)(1). Pub. L. 98–479, § 102(a)(1), inserted
‘‘utilizing amounts approved in appropriation Acts be-
fore November 30, 1983,’’ before ‘‘except (i)’’ and sub-
stituted ‘‘September 30, 1985’’ for ‘‘November 30, 1983’’
in last sentence.

Subsec. (i)(3)(C). Pub. L. 98–479, § 204(a)(8), substituted
‘‘Secretary’’ for ‘‘Seretary’’ before ‘‘authorizes an in-
crease’’.

Subsec. (j)(2)(C). Pub. L. 98–479, § 104(a)(3), substituted
‘‘bear interest at a rate not to exceed such percent per
annum on the amount of the principal obligation out-
standing at any time as the Secretary determines is
necessary to meet the mortgage market, taking into
consideration the yields on mortgages in the primary
and secondary markets’’ for ‘‘bear interest (exclusive of
premium charges for insurance and service charge, if
any) at not to exceed such per centum per annum (not
in excess of 6 per centum), on the amount of the prin-
cipal obligation outstanding at any time, as the Sec-
retary finds necessary to meet the mortgage market’’.

1983—Subsec. (c)(1). Pub. L. 98–181, § 226(a), sub-
stituted ‘‘Subject to the second sentence of this para-
graph, the’’ for ‘‘The’’, and inserted provision limiting
to a 10-year period assistance payments pursuant to
any new contract entered into after Sept. 30, 1983, uti-
lizing authority approved in appropriation Acts for any
fiscal year beginning after such date.

Subsec. (c)(3). Pub. L. 98–181, § 226(b), added par. (3).
Subsec. (h)(1). Pub. L. 98–181, § 226(c), struck out

‘‘and’’ after ‘‘on July 1, 1971’’, and inserted ‘‘, and by
such sums as may be approved in an appropriation Act
on or after October 1, 1983 (from the additional author-
ity to enter into contracts made available on such date
under the first sentence of section 1437c(c)(1) of title
42). The aggregate amount that may be obligated over
the duration of the contracts entered into with the au-
thority provided on or after October 1, 1983, may not ex-
ceed such sums of new budget authority as may be ap-
propriated after November 30, 1983. The Secretary shall
begin issuing new commitments and reservations to
provide mortgage insurance and assistance payments
under this section before the expiration of the 30-day
period following the approval in any appropriation Act
of budget authority for this section after November 30,
1983.’’

Pub. L. 98–109, § 1(d)(1), substituted ‘‘November 30,
1983’’ for ‘‘September 30, 1983’’.

Subsec. (i)(3)(A). Pub. L. 98–181, § 226(d)(1), substituted
‘‘three-family’’ for ‘‘two-family’’, and ‘‘involve a single-
family or a two-family’’ for ‘‘involve a single-family’’.

Subsec. (i)(3)(B), (C). Pub. L. 98–181, § 423(b)(5)(A), (B),
struck out ‘‘: Provided, That the foregoing maximum
mortgage amounts may be increased by the amount of
the mortgage insurance premium paid at the time the
mortgage is insured’’ after ‘‘$55,000, respectively’’.

Subsec. (i)(3)(D). Pub. L. 98–181, § 423(b)(5)(C), struck
out ‘‘: Provided, That the foregoing maximum mort-
gage amounts may be increased by the amount of the
mortgage insurance premium paid at the time the
mortgage is insured’’ after ‘‘cost levels so require)’’.

Pub. L. 98–181, § 226(d)(2), inserted ‘‘or three-family’’
and substituted ‘‘$60,000’’ for ‘‘$55,000’’ and ‘‘$66,250’’ for
‘‘$61,250’’.

Subsec. (i)(3)(F). Pub. L. 98–181, § 404(b)(12), added sub-
par. (F).

Subsec. (i)(4), (5). Pub. L. 98–181, § 226(d)(3), added
pars. (4) and (5).

Subsec. (j)(6). Pub. L. 98–181, § 226(e)(1), substituted
‘‘two- to three-family’’ for ‘‘two-family’’.
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Subsec. (j)(9). Pub. L. 98–181, § 226(e)(2), added par. (9).
Subsec. (m). Pub. L. 98–181, § 401(d)(1), substituted

‘‘September 30, 1985’’ for ‘‘November 30, 1983’’.
Pub. L. 98–109, § 1(d)(2), substituted ‘‘November 30,

1983’’ for ‘‘September 30, 1983’’.
Pub. L. 98–35, § 1(d)(1), substituted ‘‘September 30,

1983’’ for ‘‘May 20, 1983’’.
Subsec. (q)(1). Pub. L. 98–181, § 401(d)(2), substituted

‘‘September 30, 1985’’ for ‘‘November 30, 1983’’.
Pub. L. 98–109, § 1(d)(3), substituted ‘‘November 30,

1983’’ for ‘‘September 30, 1983’’.
Pub. L. 98–35, § 1(d)(2), substituted ‘‘September 30,

1983’’ for ‘‘May 20, 1983’’.
1982—Subsec. (h)(1). Pub. L. 97–289, § 1(d)(1), sub-

stituted ‘‘May 20, 1983’’ for ‘‘September 30, 1982’’ in two
places.

Subsec. (i)(3)(B). Pub. L. 97–253, § 201(f)(1), inserted
provision that the foregoing maximum mortgage
amounts may be increased by the amount of the mort-
gage insurance premium paid at the time the mortgage
is insured.

Subsec. (i)(3)(C). Pub. L. 97–253, § 201(f)(2), inserted
provision that the foregoing maximum mortgage
amounts may be increased by the amount of the mort-
gage insurance premium paid at the time the mortgage
is insured.

Subsec. (i)(3)(D). Pub. L. 97–253, § 201(f)(3), inserted
provision that the foregoing maximum mortgage
amounts may be increased by the amount of the mort-
gage insurance premium paid at the time the mortgage
is insured.

Subsec. (i)(3)(E). Pub. L. 97–253, § 201(f)(4), inserted
‘‘(excluding the mortgage insurance premium paid at
the time the mortgage is insured)’’ after ‘‘cost of acqui-
sition’’.

Subsec. (m). Pub. L. 97–289, § 1(d)(2), substituted ‘‘May
20, 1983’’ for ‘‘September 30, 1982’’.

Subsec. (q)(1). Pub. L. 97–289, § 1(d)(3), substituted
‘‘May 20, 1983’’ for ‘‘September 30, 1982’’.

1981—Subsec. (c)(2)(A). Pub. L. 97–35, § 328(a), struck
out provisions relating to homeowner ceasing to make
payments for a period of 90 continuous days or more
under the mortgage, etc.

Subsec. (h)(1). Pub. L. 97–110 expanded enumeration of
exceptions to provision that the Secretary not enter
into new contracts for assistance payments under this
section after March 31, 1982, by designating the two ex-
isting exceptions as cls. (i) and (ii) and by adding cl.
(iii).

Pub. L. 97–35, § 328(b), inserted provisions prohibiting
new contracts for assistance under this section after
Mar. 1, 1982, except pursuant to specified exceptions.

Subsec. (m). Pub. L. 97–35, § 331(d)(1), substituted
‘‘1982’’ for ‘‘1981’’.

Subsec. (q)(1). Pub. L. 97–35, § 331(d)(2), substituted
‘‘September 30, 1982’’ for ‘‘June 1, 1981’’.

Subsec. (q)(14). Pub. L. 97–35, § 328(c), struck out pro-
visions relating to homeowner ceasing to make pay-
ments for a period of 90 continuous days or more under
the mortgage, etc.

1980—Subsec. (a)(2)(A). Pub. L. 96–399, § 308(c)(1), sub-
stituted ‘‘manufactured home’’ for ‘‘mobile home’’
wherever appearing.

Subsec. (a)(2)(B). Pub. L. 96–399, § 308(c)(2), substituted
‘‘manufactured homeowner’’ and ‘‘manufactured home-
owner’s’’ for ‘‘mobile homeowner’’ and ‘‘mobile home-
owner’s’’, respectively.

Subsec. (b)(2). Pub. L. 96–399, § 206(a)(1), substituted in
last proviso ‘‘$40,000’’ for ‘‘$32,000’’, ‘‘$47,500’’ for
‘‘$38,000’’ in two places, and ‘‘$55,000’’ for ‘‘$44,000’’.

Subsec. (c). Pub. L. 96–399, § 206(b)(1), designated exist-
ing provisions as par. (1), redesignated existing pars. (1)
and (2) as subpars. (A) and (B), respectively, and added
par. (2).

Subsec. (i)(3)(B) to (D). Pub. L. 96–399, § 206(a)(2), (3),
substituted ‘‘$40,000’’ for ‘‘$32,000’’, ‘‘$47,500’’ for
‘‘$38,000’’, ‘‘$55,000’’ for ‘‘$44,000’’, and ‘‘$61,250’’ for
‘‘$49,000’’.

Subsec. (m). Pub. L. 96–399, § 301(d), substituted ‘‘Sep-
tember 30, 1981’’ for ‘‘October 15, 1980’’.

Pub. L. 96–372 substituted ‘‘October 15, 1980’’ for ‘‘Sep-
tember 30, 1980’’.

Subsec. (p). Pub. L. 96–399, § 206(a)(4), added subsec.
(p).

Subsec. (q). Pub. L. 96–399, § 207, added subsec. (q).
1979—Subsec. (a)(1). Pub. L. 96–153, § 213(a), inserted

provision that the Secretary give preference to low-in-
come families who are likely to be displaced without
assistance and that the assistance may include the ac-
quisition of a condominium or membership in a cooper-
ative association.

Subsec. (c)(2). Pub. L. 96–153, § 213(c)(2), inserted par-
enthetical reference to 4 per centum per annum rate in
the case of a mortgage described in subsec. (o) of this
section.

Subsec. (i)(3)(A). Pub. L. 96–153, § 213(b), substituted
‘‘standards as the Secretary may prescribe:’’ for
‘‘standards as the Secretary may prescribe, if the mort-
gagor qualifies as a displaced family as defined in sec-
tion 1715l(f) of this title, or a family which includes five
or more minor persons, or a family occupying low-rent
public housing:’’.

Subsec. (m). Pub. L. 96–153, § 301(d), substituted ‘‘Sep-
tember 30, 1980’’ for ‘‘November 30, 1979’’.

Pub. L. 96–105 substituted ‘‘November 30, 1979’’ for
‘‘October 31, 1979’’.

Pub. L. 96–71 substituted ‘‘October 31, 1979’’ for ‘‘Sep-
tember 30, 1979’’.

Subsec. (o). Pub. L. 96–153, § 213(c)(1), added subsec.
(o).

1978—Subsec. (m). Pub. L. 95–557 substituted ‘‘Sep-
tember 30, 1979’’ for ‘‘October 31, 1978’’.

Pub. L. 95–406 substituted ‘‘October 31, 1978’’ for ‘‘Sep-
tember 30, 1978’’.

1977—Subsec. (b)(2). Pub. L. 95–128, §§ 205, 303(f)(1), in-
serted reference to section 1715l(d)(3) of this title and
substituted in last proviso ‘‘$32,000’’ for ‘‘$25,000’’,
‘‘$38,000’’ for ‘‘$29,000’’ in two places, and ‘‘$44,000’’ for
‘‘$33,000’’.

Subsec. (i)(3)(B) to (E). Pub. L. 95–128, § 303(f)(2)–(4),
substituted in subpar. (B) ‘‘$32,000’’ for ‘‘$25,000’’,
‘‘$38,000’’ for ‘‘$29,000’’ in two places, and ‘‘$44,000’’ for
‘‘$33,000’’, added subpars. (C) and (D), and redesignated
former subpar. (C) as (E).

Subsec. (m). Pub. L. 95–128, § 301(d), substituted ‘‘Sep-
tember 30, 1978’’ for ‘‘September 30, 1977’’.

Subsec. (n). Pub. L. 95–128, § 303(f)(5), added subsec.
(n).

1976—Subsec. (a). Pub. L. 94–375, § 3(f)(1), designated
existing provisions as par. (1) and added par. (2).

Subsec. (b)(2). Pub. L. 94–375, § 3(b), substituted
‘‘$25,000’’ for ‘‘$21,600’’, ‘‘$29,000’’ for ‘‘$25,200’’ in two
places, and ‘‘$33,000’’ for ‘‘$28,800’’.

Subsec. (e). Pub. L. 94–375, § 3(f)(2), inserted
‘‘(a)(2)(B),’’ after ‘‘computed under subsection’’.

Subsec. (h)(2). Pub. L. 94–375, § 3(e), substituted ‘‘95
per centum’’ for ‘‘80 per centum’’ wherever appearing.

Subsec. (i)(3)(B). Pub. L. 94–375, § 3(c), substituted
‘‘$25,000’’ for ‘‘$21,600’’, ‘‘$29,000’’ for ‘‘$25,200’’ in two
places, and ‘‘$33,000’’ for ‘‘$28,800’’.

Subsec. (m). Pub. L. 94–375 § 3(a), substituted ‘‘Sep-
tember 30, 1977’’ for ‘‘June 30, 1976’’.

1974—Subsec. (a). Pub. L. 93–383, § 211(b), inserted pro-
visions relating to mortgages assisted under a State or
local program providing assistance through loans, etc.

Subsec. (b)(2). Pub. L. 93–383, § 211(c)(1), substituted
‘‘$21,600’’ for ‘‘$18,000’’, ‘‘$25,200’’ for ‘‘$21,000’’ in two
places, and ‘‘$28,800’’ for ‘‘$24,000’’.

Subsec. (h)(1). Pub. L. 93–383, § 211(a)(1), (2), inserted
provisions relating to increases by such sums as may be
approved in appropriations Acts after June 30, 1974, and
prior to July 1, 1976, and provisions prohibiting new
contracts for assistance payments upon the expiration
of one year following Aug. 22, 1974.

Subsec. (h)(2). Pub. L. 93–383, § 211(a)(3), substituted
provisions setting forth requirements for assistance
payments for families for provisions setting forth max-
imum income limits of families receiving assistance
payments under contracts and provisions relating to
annual report to Congressional Committees with re-
spect to income levels of families.
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Subsec. (h)(3)(B). Pub. L. 93–383, § 211(a)(4), sub-
stituted ‘‘on or after July 1, 1969’’ for ‘‘prior to July 1,
1972’’.

Subsec. (i)(1). Pub. L. 93–383, § 211(a)(5), inserted provi-
sions authorizing insurance of advances for property
construction or rehabilitation pursuant to self-help
programs.

Subsec. (i)(3)(B). Pub. L. 93–383, § 211(c)(2), substituted
‘‘$21,600’’ for ‘‘$18,000’’, ‘‘$25,200’’ for ‘‘$21,000’’ in two
places, and ‘‘$28,800’’ for ‘‘$24,000’’.

Subsec. (i)(3)(C). Pub. L. 93–383, § 211(a)(6), struck out
provisions relating to execution by a mortgagor in the
case of a family whose income is not in excess of 135 per
centum of the maximum income limits established in
the area pursuant to specified limitations or any other
family.

Subsec. (m). Pub. L. 93–383, § 211(a)(7), substituted
‘‘June 30, 1976’’ for ‘‘October 1, 1974’’.

1973—Subsec. (m). Pub. L. 93–117 substituted ‘‘October
1, 1974’’ for ‘‘October 1, 1973’’.

Pub. L. 93–85 substituted ‘‘October 1, 1973’’ for ‘‘June
30, 1973’’.

1972—Subsec. (m). Pub. L. 92–503 substituted ‘‘June 30,
1973’’ for ‘‘October 1, 1972’’.

1970—Subsec. (b)(2). Pub. L. 91–609, § 107, designated
existing provisions as cl. (A) and added cl. (B).

Subsec. (h)(1). Pub. L. 91–609, § 102(a), in second sen-
tence, inserted ‘‘outstanding’’ before ‘‘contracts’’ where
first appearing and substituted ‘‘$150,000,000 on July 1,
1970’’ and ‘‘$200,000,000 on July 1, 1971’’ for ‘‘$125,000,000
on July 1, 1970’’ and ‘‘$170,000,000 on July 1, 1971’’.

Subsec. (h)(3)(B). Pub. L. 91–609, § 105(1), substituted
‘‘July 1, 1972’’ for ‘‘July 1, 1971’’.

Subsec. (h)(4). Pub. L. 91–609, § 105(2), added par. (4).
Subsec. (i)(3)(A). Pub. L. 91–609, § 106, substituted ‘‘and

which is approved by the Secretary’’ for ‘‘if the dwell-
ing is purchased with the assistance of a nonprofit or-
ganization and is approved by the Secretary’’.

Subsec. (m). Pub. L. 91–609, § 101(d), substituted ‘‘Oc-
tober 1, 1972’’ for ‘‘October 1, 1971’’.

1969—Subsec. (b)(2). Pub. L. 91–152, §§ 106(b), 113(i),
substituted provisions qualifying for assistance pay-
ments the transferee of any cooperative member who
has received assistance payments, provided that such
transferee undertakes the obligation to pay occupancy
charges, for provisions qualifying for assistance pay-
ments the transferee of the initial cooperative member
receiving assistance payments, and substituted
‘‘$18,000’’ for ‘‘$15,000’’, ‘‘$21,000’’ for ‘‘$17,500’’ wherever
appearing, and ‘‘$24,000’’ for ‘‘$20,000’’.

Subsec. (c). Pub. L. 91–152, §§ 106(a), 418(a), inserted
reference to subsection (i) of this section, and inserted
the further proviso authorizing the Secretary to con-
tinue making assistance payments.

Subsec. (h)(1). Pub. L. 91–152, § 107(a), substituted
‘‘$125,000,000 on July 1, 1969, by ‘‘$125,000,000 on July 1,
1970, and by $170,000,000 on July 1, 1971’’ for ‘‘$100,000,000
on July 1, 1969, and by $125,000,000 on July 1, 1970’’.

Subsec. (h)(2). Pub. L. 91–152, § 412(b), required the
Secretary to report semiannually instead of annually
to the respective Committees on Banking and Currency
of the Senate and House of Representatives.

Subsec. (h)(3)(A). Pub. L. 91–152, § 109(1), inserted
‘‘and’’ after ‘‘July 1, 1969’’.

Subsec. (h)(3)(B). Pub. L. 91–152, § 109(2), substituted
‘‘30 per centum’’ for ‘‘15 per centum’’ and ‘‘July 1, 1971,’’
for ‘‘July 1, 1970, and’’.

Subsec. (h)(3)(C). Pub. L. 91–152, § 109(2), struck out
subsec. (h)(3)(C) which limited the amount available for
home-ownership assistance payments to 10 per centum
of the total additional amount of contracts for assist-
ance payments authorized by appropriation Acts made
prior to July 1, 1971.

Subsec. (i)(3)(B). Pub. L. 91–152, § 113(i), substituted
‘‘$18,000’’ for ‘‘$15,000’’, ‘‘$21,000’’ for ‘‘$17,500’’ wherever
appearing, and ‘‘$24,000’’ for ‘‘$20,000’’.

Subsec. (m). Pub. L. 91–152, § 101(d), added subsec. (m).

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by section 406(b)(18), (19) of Pub. L.
100–242 applicable only with respect to mortgages in-

sured pursuant to conditional commitment issued on or
after Feb. 5, 1988, or in accordance with direct endorse-
ment program (24 CFR 200.163), if approved underwriter
of mortgagee signs appraisal report for property on or
after Feb. 5, 1988, see section 406(d) of Pub. L. 100–242,
set out as a note under section 1709 of this title.

EFFECTIVE DATE OF 1983 AMENDMENT

For effective date of amendment by section 423(b)(5)
of Pub. L. 98–181, see section 423(c) of Pub. L. 98–181, set
out as a note under section 1709 of this title.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

EFFECTIVE DATE OF 1980 AMENDMENT

Section 206(b)(2) of Pub. L. 96–399 provided: ‘‘The
amendment made by paragraph (1) [amending this sec-
tion] does not apply to any assistance contract under
section 235 of the National Housing Act [this section]
entered into pursuant to a commitment issued within
6 months following the date of enactment of this Act
[Oct. 8, 1980].’’

TERMINATION OF PROGRAM; SAVINGS PROVISION

Section 125(d) of Pub. L. 101–235 provided that: ‘‘Not-
withstanding the termination of the program under
section 235 [this section] pursuant to section 401(d) of
the Housing and Community Development Act of 1987
[Pub. L. 100–242, set out below], the Secretary of Hous-
ing and Urban Development shall have authority to in-
sure mortgages under section 235(r), to make assistance
payments with respect to such insured mortgages, and
to make any other payment or take any other action
related to the refinancing of mortgages insured under
section 235.’’

Section 401(d) of Pub. L. 100–242 provided that:
‘‘(1) IN GENERAL.—Effective on October 1, 1989, the

program under section 235 of the National Housing Act
[this section] shall terminate.

‘‘(2) SAVINGS PROVISION.—The provisions of paragraph
(1) shall not affect—

‘‘(A) any mortgage insurance commitment issued;
or

‘‘(B) any assistance pursuant to a reservation of
funds made;

under section 235 of the National Housing Act prior to
October 1, 1989.’’

IMPLEMENTATION OF 1982 AMENDMENT

Amendment by Pub. L. 97–253 to be implemented only
if the Secretary determines that the program of ad-
vance payment of insurance premiums, considering the
effect of said amendment, is actuarially sound, see sec-
tion 201(g) of Pub. L. 97–253, set out as a note under sec-
tion 1709 of this title.

STUDY AND REPORT RESPECTING APPLICATION OF
SUBSECTION (n) TO SUBSECTIONS (a) AND (q) PROGRAMS

Section 206(c) of Pub. L. 96–399 directed Secretary of
Housing and Urban Development to conduct a study of
effects which application of subsec. (n) of this section
has had or is likely to have on program established by
subsec. (a). If program established by subsec. (q) was
implemented, Secretary was to include in study an
analysis of effects on subsec. (q) program of application
of subsec. (n) to such program. Secretary to transmit
to Congress, not later than Jan. 1, 1982, a report con-
taining findings and conclusions of study.

FINANCING PURCHASE OF DWELLING FROM NONPROFIT
ORGANIZATION AFTER AUGUST 1, 1968

Section 101(c)(4) of Pub. L. 90–448 provided that: ‘‘The
purchase of any individual dwelling, sold by a nonprofit
organization pursuant to the provisions of section
221(h)(5) of the National Housing Act [12 U.S.C.
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1 So in original. Probably should be ‘‘mortgagees’’.
2 So in original. Probably should be preceded by ‘‘a’’.

1715l(h)(5)] after the date of enactment of this section
[Aug. 1, 1968], may be financed with a mortgage insured
under the provisions of section 235(j)(4) of such Act [12
U.S.C. 1715z(j)(4)], but such mortgage shall bear interest
at the rate provided in section 235(j)(2)(C) of such Act.’’

CEILING ON TOTAL HOMEOWNERSHIP ASSISTANCE
PAYMENTS IN ANY FISCAL YEAR

Pub. L. 90–608, ch. IV, § 401, Oct. 21, 1968, 82 Stat. 1193,
provided in part that the total payments that may be
required in any fiscal year by all contracts entered into
under section 235 of the National Housing Act [this sec-
tion] shall not exceed $25,000,000.

Pub. L. 91–47, title II, § 201, July 22, 1969, 83 Stat. 53,
increased by $45,000,000 the limitation on total pay-
ments that may be required in any fiscal year by all
contracts entered into under section 235 of the National
Housing Act, as amended (82 Stat. 477) [this section].

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1701w, 1701x,
1709, 1715c, 1715q, 1715z–2, 1715z–3, 1735b, 1735c of this
title; title 15 section 2227; title 26 section 32; title 31
section 1305; title 42 sections 1436a, 1436b, 1490a, 2982c.

§ 1715z�1. Rental and cooperative housing for
lower income families

(a) Authorization for periodic interest reduction
payments on behalf of owner of rental hous-
ing project

For the purpose of reducing rentals for lower
income families, the Secretary is authorized to
make, and to contract to make, periodic inter-
est reduction payments on behalf of the owner
of a rental housing project designed for occu-
pancy by lower income families, which shall be
accomplished through payments to morgagees 1

holding mortgages meeting the special require-
ments specified in this section.
(b) Restrictions on payments; payments with re-

spect to projects financed under State or
local programs; mortgage insurance pre-
mium

Interest reduction payments with respect to a
project shall only be made during such time as
the project is operated as a rental housing proj-
ect and is subject to a mortgage which meets
the requirements of, and is insured under, sub-
section (j) of this section: Provided, That the
Secretary is authorized to continue making
such interest reduction payments where the
mortgage has been assigned to the Secretary:
Provided further, That interest reduction pay-
ments may be made with respect to a mortgage
or part thereof on a rental or cooperative hous-
ing project owned by a private nonprofit cor-
poration or other private nonprofit entity, a
limited dividend corporation or other limited
dividend entity, public 2 entity, or a cooperative
housing corporation, which is financed under a
State or local program providing assistance
through loans, loan insurance, or tax abate-
ments, and which may involve either new or ex-
isting construction and which is approved for re-
ceiving the benefits of this section. The term
‘‘mortgage insurance premium’’, when used in
this section in relation to a project financed by
a loan under a State or local program, means
such fees and charges, approved by the Sec-

retary, as are payable by the mortgagor to the
State or local agency mortgagee to meet reserve
requirements and administrative expenses of
such agency.

(c) Amount of payments
The interest reduction payments to a mortga-

gee by the Secretary on behalf of a project
owner shall be in an amount not exceeding the
difference between the monthly payment for
principal, interest, and mortgage insurance pre-
mium which the project owner as a mortgagor is
obligated to pay under the mortgage and the
monthly payment for principal and interest
such project owner would be obligated to pay if
the mortgage were to bear interest at the rate of
1 per centum per annum.

(d) Mortgage handling expenses
The Secretary may include in the payment to

the mortgagee such amount, in addition to the
amount computed under subsection (c) of this
section, as he deems appropriate to reimburse
the mortgagee for its expenses in handling the
mortgage.

(e) Operation of project in accordance with re-
quirements respecting tenant eligibility and
rents prescribed by Secretary

(1) As a condition for receiving the benefits of
interest reduction payments, the project owner
shall operate the project in accordance with
such requirements with respect to tenant eligi-
bility and rents as the Secretary may prescribe.
Procedures shall be adopted by the Secretary for
review of tenant incomes at intervals of one
year (or at shorter intervals where the Sec-
retary deems it desirable).

(2) A project for which interest reduction pay-
ments are made under this section and for which
the mortgage on the project has been refinanced
shall continue to receive the interest reduction
payments under this section under the terms of
the contract for such payments, but only if the
project owner enters into such binding commit-
ments as the Secretary may require (which shall
be applicable to any subsequent owner) to en-
sure that the owner will continue to operate the
project in accordance with all low-income af-
fordability restrictions for the project in con-
nection with the Federal assistance for the
project for a period having a duration that is not
less than the term for which such interest reduc-
tion payments are made plus an additional 5
years.

(f) Establishment of basic and fair market rental
charges; rental for dwelling units; separate
utility metering; additional assistance pay-
ments for low-income tenants; limitations;
amounts; approval of payments

(1)(A)(i) For each dwelling unit there shall be
established, with the approval of the Secretary,
a basic rental charge and fair market rental
charge.

(ii) The basic rental charge shall be—
(I) the amount needed to operate the project

with payments of principal and interest due
under a mortgage bearing interest at the rate
of 1 percent per annum; or

(II) an amount greater than that determined
under clause (ii)(I), but not greater than the
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market rent for a comparable unassisted unit,
reduced by the value of the interest reduction
payments subsidy.

(iii) The fair market rental charge shall be—
(I) the amount needed to operate the project

with payments of principal, interest, and
mortgage insurance premium which the mort-
gagor is obligated to pay under the mortgage
covering the project; or

(II) an amount greater than that determined
under clause (iii)(I), but not greater than the
market rent for a comparable unassisted unit.

(iv) The Secretary may approve a basic rental
charge and fair market rental charge for a unit
that exceeds the minimum amounts permitted
by this subparagraph for such charges only if—

(I) the approved basic rental charge and fair
market rental charges each exceed the appli-
cable minimum charge by the same amount;
and

(II) the project owner agrees to restrictions
on project use or mortgage prepayment that
are acceptable to the Secretary.

(v) The Secretary may approve a basic rental
charge and fair market rental charge under this
paragraph for a unit with assistance under sec-
tion 1437f of title 42 that differs from the basic
rental charge and fair market rental charge for
a unit in the same project that is similar in size
and amenities but without such assistance, as
needed to ensure equitable treatment of tenants
in units without such assistance.

(B)(i) The rental charge for each dwelling unit
shall be at the basic rental charge or such great-
er amount, not exceeding the fair market rental
charge determined pursuant to subparagraph
(A), as represents 30 percent of the tenant’s ad-
justed income, except as otherwise provided in
this subparagraph.

(ii) In the case of a project which contains
more than 5000 units, is subject to an interest
reduction payments contract, and is financed
under a State or local project, the Secretary
may reduce the rental charge ceiling, but in no
case shall the rental charge be below the basic
rental charge set forth in subparagraph
(A)(ii)(I).

(iii) For plans of action approved for capital
grants under the Low-Income Housing Preserva-
tion and Resident Homeownership Act of 1990 [12
U.S.C. 4101 et seq.] or the Emergency Low In-
come Housing Preservation Act of 1987, the rent-
al charge for each dwelling unit shall be at the
minimum basic rental charge set forth in sub-
paragraph (A)(ii)(I) or such greater amount, not
exceeding the lower of: (I) the fair market rental
charge set forth in subparagraph (A)(iii)(I); or
(II) the actual rent paid for a comparable unit in
comparable unassisted housing in the market
area in which the housing assisted under this
section is located, as represents 30 percent of the
tenant’s adjusted income.

(C) With respect to those projects which the
Secretary determines have separate utility me-
tering paid by the tenants for some or all dwell-
ing units, the Secretary may—

(i) permit the basic rental charge and the
fair market rental charge to be determined on
the basis of operating the project without the
payment of the cost of utility services used by
such dwelling units; and

(ii) permit the charging of a rental for such
dwelling units at such an amount less than 30
percent of a tenant’s adjusted income as the
Secretary determines represents a propor-
tionate decrease for the utility charges to be
paid by such tenant, but in no case shall rent-
al be lower than 25 percent of a tenant’s ad-
justed income.

(2) With respect to 20 per centum of the dwell-
ing units in any project made subject to a con-
tract under this section after August 22, 1974,
the Secretary shall make, and contract to make,
additional assistance payments to the project
owner on behalf of tenants whose incomes are
too low for them to afford the basic rentals (in-
cluding the amount allowed for utilities in the
case of a project with separate utility metering)
with 30 per centum of their adjusted income.
The additional assistance payments authorized
by this paragraph with respect to any dwelling
unit shall be the amount required to reduce the
rental payment (including the amount allowed
for utilities in the case of a project with sepa-
rate utility metering) by the tenant to the high-
est of the following amounts, rounded to the
nearest dollar:

(A) 30 per centum of the tenant’s monthly
adjusted income;

(B) 10 per centum of the tenant’s monthly
income; or

(C) if the family is receiving payments for
welfare assistance from a public agency and a
part of such payments, adjusted in accordance
with the family’s actual housing costs, is spe-
cifically designated by such agency to meet
the family’s housing costs, the portion of such
payments which is so designated.

Notwithstanding the foregoing provisions of this
paragraph, the Secretary may—

(A) reduce such 20 per centum requirement
in the case of any project if he determines
that such action is necessary to assure the
economic viability of the project; or

(B) increase such 20 per centum requirement
in the case of any project if he determines
that such action is necessary and feasible in
order to, assure, insofar as is practicable, that
there is in the project a reasonable range in
the income levels of tenants, or that such ac-
tion is to be taken to meet the housing needs
of elderly or handicapped families.

(3) The Secretary shall utilize amounts cred-
ited to the fund described in subsection (g) of
this section for the sole purpose of carrying out
the purposes of section 201 of the Housing and
Community Development Amendments of 1978.
No payments may be made from such fund un-
less approved in an appropriation Act. No
amount may be so approved for any fiscal year
beginning after September 30, 1994.

(4) To ensure that eligible tenants occupying
that number of units with respect to which as-
sistance was being provided under this sub-
section immediately prior to November 30, 1983,
receive the benefit of assistance contracted for
under paragraph (2), the Secretary shall offer
annually to amend contracts entered into under
this subsection with owners of projects assisted
but not subject to mortgages insured under this
section to provide sufficient payments to cover
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100 percent of the necessary rent increases and
changes in the incomes of eligible tenants, sub-
ject to the availability of authority for such
purpose under section 1437c(c) of title 42. The
Secretary shall take such actions as may be nec-
essary to ensure that payments, including pay-
ments that reflect necessary rent increases and
changes in the incomes of tenants, are made on
a timely basis for all units covered by contracts
entered into under paragraph (2).

(5)(A) In order to induce advances by owners
for capital improvements (excluding any owner
contributions that may be required by the Sec-
retary as a condition for assistance under sec-
tion 201 of the Housing and Community Develop-
ment Amendments of 1978) to benefit projects
assisted under this section, in establishing basic
rental charges and fair market rental charges
under paragraph (1) the Secretary may include
an amount that would permit a return of such
advances with interest to the owner out of
project income, on such terms and conditions as
the Secretary may determine. Any resulting in-
crease in rent contributions shall be—

(i) to a level not exceeding the lower of 30
percent of the adjusted income of the tenant
or the published existing fair market rent for
comparable housing established under section
1437f(c) of title 42;

(ii) phased in equally over a period of not
less than 3 years, if such increase is 30 percent
or more; and

(iii) limited to not more than 10 percent per
year if such increase is more than 10 percent
but less than 30 percent.

(B) Assistance under section 1437f of title 42
shall be provided, to the extent available under
appropriations Acts, if necessary to mitigate
any adverse effects on income-eligible tenants.

(6) Repealed. Pub. L. 104–99, title IV, § 405(d)(2),
Jan. 26, 1996, 110 Stat. 45.

(7) The Secretary shall determine whether and
under what conditions the provisions of this sub-
section shall apply to mortgages sold by the
Secretary on a negotiated basis.
(g) Collection of excess rental charges; credit to

reserve for additional assistance payments;
retention by project owner

(1) The project owner shall, as required by the
Secretary, accumulate, safeguard, and periodi-
cally pay the Secretary or such other entity as
determined by the Secretary and upon such
terms and conditions as the Secretary deems ap-
propriate, all rental charges collected on a unit-
by-unit basis in excess of the basic rental
charges. Unless otherwise directed by the Sec-
retary, such excess charges shall be credited to
a reserve used by the Secretary to make addi-
tional assistance payments as provided in para-
graph (3) of subsection (f) of this section.

(2) Notwithstanding any other requirements of
this subsection, a project owner may retain
some or all of such excess charges for project
use if authorized by the Secretary. Such excess
charges shall be used for the project and upon
terms and conditions established by the Sec-
retary, unless the Secretary permits the owner
to retain funds for non-project use after a deter-
mination that the project is well-maintained
housing in good condition and that the owner

has not engaged in material adverse financial or
managerial actions or omissions as described in
section 516 of the Multifamily Assisted Housing
Reform and Affordability Act of 1997. In connec-
tion with the retention of funds for non-project
use, the Secretary may require the project
owner to enter into a binding commitment
(which shall be applicable to any subsequent
owner) to ensure that the owner will continue to
operate the project in accordance with all low-
income affordability restrictions for the project
in connection with the Federal assistance for
the project for a period having a duration of not
less than the term of the existing affordability
restrictions plus an additional 5 years.

(3) The Secretary shall not withhold approval
of the retention by the owner of such excess
charges because of the existence of unpaid ex-
cess charges if such unpaid amount is being re-
mitted to the Secretary over a period of time in
accordance with a workout agreement with the
Secretary, unless the Secretary determines that
the owner is in violation of the workout agree-
ment.
(h) Rules and regulations

In addition to establishing the requirements
specified in subsection (e) of this section, the
Secretary is authorized to make such rules and
regulations, to enter into such agreements, and
to adopt such procedures as he may deem nec-
essary or desirable to carry out the provisions of
this section.
(i) Authorization of appropriations; aggregate

amount of contracts; contracts for assistance
payments; income limitations; availability of
amounts for projects approved prior to reha-
bilitation and projects for occupancy by el-
derly or handicapped families; definitions

(1) There are authorized to be appropriated
such sums as may be necessary to carry out the
provisions of this section, including such sums
as may be necessary to make interest reduction
payments under contracts entered into by the
Secretary under this section. The aggregate
amount of outstanding contracts to make such
payments shall not exceed amounts approved in
appropriation Acts, and payments pursuant to
such contracts shall not exceed $75,000,000 per
annum prior to July 1, 1969, which maximum
dollar amount shall be increased by $125,000,000
on July 1, 1969, by $150,000,000 on July 1, 1970, by
$200,000,000 on July 1, 1971 and by $75,000,000 on
July 1, 1974. The Secretary shall utilize, to the
extent necessary after September 30, 1984, any
authority under this section that is recaptured
either as the result of the conversion of housing
projects covered by assistance under subsection
(f)(2) of this section to contracts for assistance
under section 1437f of title 42 or otherwise for
the purpose of making assistance payments, in-
cluding amendments as provided in subsection
(f)(4) of this section, with respect to housing
projects assisted, but not subject to mortgages
insured, under this section that remain covered
by assistance under subsection (f)(2) of this sec-
tion.

(2) Contracts for assistance payments under
this section may be entered into only with re-
spect to tenants whose incomes do not exceed 80
per centum of the median family income for the
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area, as determined by the Secretary with ad-
justments for smaller and larger families, ex-
cept that the Secretary may establish income
ceilings higher or lower than 80 per centum of
the median for the area on the basis of his find-
ings that such variations are necessary because
of prevailing levels of construction costs, unusu-
ally high or low family incomes, or other fac-
tors.

(3) Not less than 10 per centum of the total
amount of contracts for assistance payments au-
thorized by appropriation Acts to be made after
June 30, 1974, shall be available for use only with
respect to dwellings, or dwelling units in
projects, which are approved by the Secretary
prior to rehabilitation.

(4) At least 20 per centum of the total amount
of contracts for assistance payments authorized
in appropriation Acts to be made after June 30,
1974, shall be available for use only with respect
to projects which are planned in whole or in part
for occupancy by elderly or handicapped fami-
lies. As used in this paragraph, the term ‘‘elder-
ly families’’ means families which consist of two
or more persons the head of which (or his
spouse) is sixty-two years of age or over or is
handicapped. Such term also means a single per-
son who is sixty-two years of age or over or is
handicapped. A person shall be considered handi-
capped if such person is determined, pursuant to
regulations issued by the Secretary, to have an
impairment which (A) is expected to be of long-
continued and indefinite duration, (B) substan-
tially impedes his ability to live independently,
and (C) is of such a nature that such ability
could be improved by more suitable housing con-
ditions.
(j) Insurance of mortgages; definitions; eligibility

for insurance; mortgage requirements; prop-
erty or project requirements; sale of individ-
ual dwelling units; release of mortgagor from
liability or release of property from lien of
mortgage

(1) The Secretary is authorized, upon applica-
tion by the mortgagee, to insure a mortgage (in-
cluding advances on such mortgage during con-
struction) which meets the requirements of this
subsection. Commitments for the insurance of
such mortgages may be issued by the Secretary
prior to the date of their execution or disburse-
ment thereon, upon such terms and conditions
as he may prescribe.

(2) As used in this subsection—
(A) the terms ‘‘family’’ and ‘‘families’’ shall

have the same meaning as in section 1715l of
this title;

(B) the term ‘‘elderly or handicapped fami-
lies’’ shall have the same meaning as in sec-
tion 1701q 3 of this title; and

(C) the terms ‘‘mortgage’’, ‘‘mortgagee’’, and
‘‘mortgagor’’ shall have the same meaning as
in section 1707 of this title.

(3) To be eligible for insurance under this sub-
section, a mortgage shall meet the requirements
specified in subsections (d)(1) and (d)(3) of sec-
tion 1715l of this title, except as such require-
ments are modified by this subsection. In the
case of a project financed with a mortgage in-

sured under this subsection which involves a
mortgagor other than a cooperative or a private
nonprofit corporation or association and which
is sold to a cooperative or a nonprofit corpora-
tion or association, the Secretary is further au-
thorized to insure under this subsection a mort-
gage given by such purchaser in an amount not
exceeding the appraised value of the property at
the time of purchase, which value shall be based
upon a mortgage amount on which the debt
service can be met from the income of the prop-
erty when operated on a nonprofit basis, after
payment of all operating expenses, taxes, and re-
quired reserves.

(4) A mortgage to be insured under this sub-
section shall—

(A) be executed by a mortgagor eligible
under subsection (d)(3) or (e) of section 1715l of
this title;

(B) bear interest at a rate not to exceed such
percent per annum on the amount of the prin-
cipal obligation outstanding at any time as
the Secretary determines is necessary to meet
the mortgage market, taking into consider-
ation the yields on mortgages in the primary
and secondary markets; and

(C) provide for complete amortization by
periodic payments within such term as the
Secretary may prescribe.

(5) The property or project shall—
(A) comply with such standards and condi-

tions as the Secretary may prescribe to estab-
lish the acceptability of the property for mort-
gage insurance and may include such non-
dwelling facilities as the Secretary deems ade-
quate and appropriate to serve the occupants
and the surrounding neighborhood: Provided,
That the project shall be predominantly resi-
dential and any nondwelling facility included
in the mortgage shall be found by the Sec-
retary to contribute to the economic feasibil-
ity of the project, and the Secretary shall give
due consideration to the possible effect of the
project on other business enterprises in the
community: Provided further, That, in the case
of a project designed primarily for occupancy
by elderly or handicapped families, the project
may include related facilities for use by elder-
ly or handicapped families, including cafe-
terias or dining halls, community rooms,
workshops, infirmaries, or other inpatient or
outpatient health facilities, and other essen-
tial service facilities;

(B) include five or more dwelling units, but
such units, in the case of a project designed
primarily for occupancy by displaced, elderly,
or handicapped families, need not, with the ap-
proval of the Secretary, contain kitchen facili-
ties; and

(C) be designed primarily for use as a rental
project to be occupied by lower income fami-
lies or by elderly or handicapped families: Pro-
vided, That lower income persons who are less
than sixty-two years of age shall be eligible
for occupancy in such a project.

In any case in which it is determined in accord-
ance with regulations of the Secretary that fa-
cilities in existence or under construction on
December 31, 1970, which could appropriately be
used for classroom purposes are available in any
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such property or project and that public schools
in the community are overcrowded due in part
to the attendance at such schools of residents of
the property or project, such facilities may be
used for such purposes to the extent permitted
in such regulations (without being subject to
any of the requirements of the first proviso in
subparagraph (A) except the requirement that
the project be predominantly residential).

(6) With the approval of the Secretary, the
mortgagor may sell the individual dwelling
units to lower income or elderly or handicapped
purchasers. The Secretary may consent to the
release of the mortgagor from his liability under
the mortgage and the credit instrument secured
thereby, or consent to the release of parts of the
mortgaged property from the lien of the mort-
gage, upon such terms and conditions as he may
prescribe, and the mortgage may provide for
such release.
(k) Definitions

As used in this section the term ‘‘tenant’’ in-
cludes a member of a cooperative; the term
‘‘rental housing project’’ includes a cooperative
housing project; and the terms ‘‘rental’’ and
‘‘rental charge’’ mean, with respect to members
of a cooperative, the charges under the occu-
pancy agreements between such members and
the cooperative.
(l) Allocation and transfer of reasonable portion

of total authority to contract to make pay-
ments to Secretary of Agriculture for use in
rural areas and small towns

The Secretary shall from time to time allo-
cate and transfer to the Secretary of Agri-
culture, for use (in accordance with the terms
and conditions of this section) in rural areas and
small towns, a reasonable portion of the total
authority to contract to make periodic interest
reduction payments as approved in appropria-
tion Acts under subsection (i) of this section.
(m) ��Income�� defined

For the purpose of this section the term ‘‘in-
come’’ means income from all sources of each
member of the household, as determined in ac-
cordance with criteria prescribed by the Sec-
retary, except that any amounts not actually re-
ceived by the family may not be considered as
income under this subsection. In determining
amounts to be excluded from income, the Sec-
retary may, in the Secretary’s discretion, take
into account the number of minor children in
the household and such other factors as the Sec-
retary may determine are appropriate.
(n) Termination date for insurance of mortgages;

exception
No mortgage shall be insured under this sec-

tion after November 30, 1983, except pursuant to
a commitment to insure before that date. A
mortgage may be insured under this section
after the date in the preceding sentence in order
to refinance a mortgage insured under this sec-
tion or to finance pursuant to subsection (j)(3) of
this section the purchase, by a cooperative or
nonprofit corporation or association, of a
project assisted under this section.
(o) State funding of interest reduction payments

The Secretary is authorized to enter into
agreements with any State or agency thereof

under which such State or agency thereof con-
tracts to make interest reduction payments,
subject to all the terms and conditions specified
in this section and in rules, regulations and pro-
cedures adopted by the Secretary under this sec-
tion, with respect to all or a part of a project
covered by a mortgage insured under this sec-
tion. Any funds provided by a State or agency
thereof for the purpose of making interest re-
duction payments shall be administered, dis-
bursed and accounted for by the Secretary in ac-
cordance with the agreements entered into by
the Secretary with the State or agency thereof
and for such fees as shall be specified therein.
Before entering into any agreements pursuant
to this subsection the Secretary shall require
assurances satisfactory to him that the State or
agency thereof is able to provide sufficient funds
for the making of interest reduction payments
for the full period specified in the interest re-
duction contract.
(p) Contracts with State or local agencies for

monitoring and supervision of management
by private sponsors of assisted projects

The Secretary is authorized to enter into con-
tracts with State or local agencies approved by
him to provide for the monitoring and super-
vision by such agencies of the management by
private sponsors of projects assisted under this
section. Such contracts shall require that such
agencies promptly report to the Secretary any
deficiencies in the management of such projects
in order to enable the Secretary to take correc-
tive action at the earliest practicable time.
(q) Assistance to residents of covered projects;

contracting authority; applicability
The Secretary may provide assistance under

section 1437f of title 42 with respect to residents
of units in a project assisted under this section.
In entering into contracts under section 1437c(c)
of title 42 with respect to the additional author-
ity provided on October 1, 1980, the Secretary
shall not utilize more than $20,000,000 of such ad-
ditional authority to provide assistance for el-
derly or handicapped families which, at the time
of applying for assistance under such section
1437f of title 42, are residents of a project as-
sisted under this section and are expending more
than 50 percent of their income on rental pay-
ments.
(r) Payments for benefit of certain projects hav-

ing mortgages made by State or local hous-
ing finance or government agencies

The Secretary shall, not later than 45 days
after receipt of an application by the mortgagee,
provide interest reduction and rental assistance
payments for the benefit of projects assisted
under this section whose mortgages were made
by State or local housing finance agencies or
State or local government agencies for a term
equal to the remaining mortgage term to matu-
rity on projects assisted under this section to
the extent of—

(1) unexpended balances of amounts of au-
thority as set forth in certain letter agree-
ments between the Department of Housing and
Urban Development and such State or local
housing finance agencies or State or local gov-
ernment agencies, and
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(2) existing allocation under section 236 con-
tracts on projects whose mortgages were made
by State or local housing finance agencies or
State or local government agencies which are
not being funded, to the extent of such excess
allocation, for any purposes permitted under
the provisions of this section, including with-
out limitation rent supplement and rental as-
sistance payment unit increases and mortgage
increases for any eligible purpose under this
section, including without limitation operat-
ing deficit loans.

An application shall be eligible for assistance
under the previous sentence only if the mortga-
gee submits the application within 548 days
after February 5, 1988, along with a certification
of the mortgagee that amounts hereunder are to
be utilized only for the purpose of either (A) re-
ducing rents or rent increases to tenants, or (B)
making repairs or otherwise increasing the eco-
nomic viability of a related project. Unexpended
balances referred to in the first sentence of this
subsection which remain after disposition of all
such applications is favorably concluded shall be
rescinded. The calculation of the amount of as-
sistance to be provided under an interest reduc-
tion contract pursuant to this subsection shall
be made on the basis of an assumed mortgage
term equal to the lesser of a 40-year amortiza-
tion period or the term of that part of the mort-
gage which relates to the additional assistance
provided under this subsection, even though the
additional assistance may be provided for a
shorter period. The authority conferred by this
subsection to provide interest reduction and
rental assistance payments shall be available
only to the extent approved in appropriation
Acts.

(s) Grants and loans for rehabilitation of multi-
family projects

(1) In general
The Secretary may make grants and loans

for the capital costs of rehabilitation to own-
ers of projects that meet the eligibility and
other criteria set forth in, and in accordance
with, this subsection.

(2) Project eligibility
A project may be eligible for capital assist-

ance under this subsection under a grant or
loan only—

(A) if—
(i) the project is or was insured under

any provision of subchapter II of this chap-
ter;

(ii) the project was assisted under sec-
tion 1437f of title 42 on October 27, 1997;
and

(iii) the project mortgage was not held
by a State agency as of October 27, 1997;

(B) if the project owner agrees to maintain
the housing quality standards as required by
the Secretary;

(C) the project owner enters into such
binding commitments as the Secretary may
require (which shall be applicable to any
subsequent owner) to ensure that the owner
will continue to operate the project in ac-
cordance with all low-income affordability

restrictions for the project in connection
with the Federal assistance for the project
for a period having a duration that is not
less than the period referred to in paragraph
(5)(C);

(D)(i) if the Secretary determines that the
owner or purchaser of the project has not en-
gaged in material adverse financial or mana-
gerial actions or omissions with regard to
such project; or

(ii) if the Secretary elects to make such
determination, that the owner or purchaser
of the project has not engaged in material
adverse financial or managerial actions or
omissions with regard to other projects of
such owner or purchaser that are federally
assisted or financed with a loan from, or
mortgage insured or guaranteed by, an agen-
cy of the Federal Government;

(iii) material adverse financial or manage-
rial actions or omissions, as the terms are
used in this subparagraph, include—

(I) materially violating any Federal,
State, or local law or regulation with re-
gard to this project or any other federally
assisted project, after receipt of notice and
an opportunity to cure;

(II) materially breaching a contract for
assistance under section 1437f of title 42,
after receipt of notice and an opportunity
to cure;

(III) materially violating any applicable
regulatory or other agreement with the
Secretary or a participating administra-
tive entity, after receipt of notice and an
opportunity to cure;

(IV) repeatedly failing to make mortgage
payments at times when project income
was sufficient to maintain and operate the
property;

(V) materially failing to maintain the
property according to housing quality
standards after receipt of notice and a rea-
sonable opportunity to cure; or

(VI) committing any act or omission
that would warrant suspension or debar-
ment by the Secretary; and

(iv) the term ‘‘owner’’ as used in this sub-
paragraph, in addition to it having the same
meaning as in section 1437f(f) of title 42, also
means an affiliate of the owner; the term
‘‘purchaser’’ as used in this subsection
means any private person or entity, includ-
ing a cooperative, an agency of the Federal
Government, or a public housing agency,
that, upon purchase of the project, would
have the legal right to lease or sublease
dwelling units in the project, and also means
an affiliate of the purchaser; the terms ‘‘af-
filiate of the owner’’ and ‘‘affiliate of the
purchaser’’ means any person or entity (in-
cluding, but not limited to, a general part-
ner or managing member, or an officer of ei-
ther) that controls an owner or purchaser, is
controlled by an owner or purchaser, or is
under common control with the owner or
purchaser; the term ‘‘control’’ means the di-
rect or indirect power (under contract, eq-
uity ownership, the right to vote or deter-
mine a vote, or otherwise) to direct the fi-
nancial, legal, beneficial or other interests
of the owner or purchaser; and
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(E) if the project owner demonstrates to
the satisfaction of the Secretary—

(i) using information in a comprehensive
needs assessment, that capital assistance
under this subsection from a grant or loan
(as appropriate) is needed for rehabilita-
tion of the project; and

(ii) that project income is not sufficient
to support such rehabilitation.

(3) Eligible uses
Amounts from a grant or loan under this

subsection may be used only for projects eligi-
ble under paragraph (2) for the purposes of—

(A) payment into project replacement re-
serves;

(B) debt service payments on non-Federal
rehabilitation loans; and

(C) payment of nonrecurring maintenance
and capital improvements, under such terms
and conditions as are determined by the Sec-
retary.

(4) Grant and loan agreements
(A) In general

The Secretary shall provide in any grant
or loan agreement under this subsection
that the grant or loan shall be terminated if
the project fails to meet housing quality
standards, as applicable on October 27, 1997,
or any successor standards for the physical
conditions of projects, as are determined by
the Secretary.
(B) Affordability and use clauses

The Secretary shall include in a grant or
loan agreement under this subsection a re-
quirement for the project owners to main-
tain such affordability and use restrictions
as the Secretary determines to be appro-
priate and consistent with paragraph (2)(C).
(C) Other terms

The Secretary may include in a grant or
loan agreement under this subsection such
other terms and conditions as the Secretary
determines to be necessary.

(5) Loan terms
A loan under this subsection—

(A) shall provide amounts for the eligible
uses under paragraph (3) in a single loan dis-
bursement of loan principal;

(B) shall be repaid, as to principal and in-
terest, on behalf of the borrower using
amounts recaptured from contracts for in-
terest reduction payments pursuant to
clause (i) or (ii) of paragraph (7)(A);

(C) shall have a term to maturity of a du-
ration not shorter than the remaining period
for which the interest reduction payments
for the insured mortgage or mortgages that
fund repayment of the loan would have con-
tinued after extinguishment or writedown of
the mortgage (in accordance with the terms
of such mortgage in effect immediately be-
fore such extinguishment or writedown);

(D) shall bear interest at a rate, as deter-
mined by the Secretary of the Treasury,
that is based upon the current market yields
on outstanding marketable obligations of
the United States having comparable matu-
rities; and

(E) shall involve a principal obligation of
an amount not exceeding the amount that
can be repaid using amounts described in
subparagraph (B) over the term determined
in accordance with subparagraph (C), with
interest at the rate determined under sub-
paragraph (D).

(6) Delegation
(A) In general

In addition to the authorities set forth in
subsection (p) of this section, the Secretary
may delegate to State and local govern-
ments the responsibility for the administra-
tion of grants under this subsection. Any
such government may carry out such dele-
gated responsibilities directly or under con-
tracts.
(B) Administration costs

In addition to other eligible purposes,
amounts of grants under this subsection
may be made available for costs of adminis-
tration under subparagraph (A).

(7) Funding
(A) In general

For purposes of carrying out this sub-
section, the Secretary may make available
amounts that are unobligated amounts for
contracts for interest reduction payments—

(i) that were previously obligated for
contracts for interest reduction payments
under this section until the insured mort-
gage under this section was extinguished;

(ii) that become available as a result of
the outstanding principal balance of a
mortgage having been written down;

(iii) that are uncommitted balances
within the limitation on maximum pay-
ments that may have been, before October
27, 1997, permitted in any fiscal year; or

(iv) that become available from any
other source.

(B) Liquidation authority
The Secretary may liquidate obligations

entered into under this subsection under sec-
tion 1305(10) of title 31.
(C) Capital grants

In making capital grants under the terms
of this subsection, using the amounts that
the Secretary has recaptured from contracts
for interest reduction payments, the Sec-
retary shall ensure that the rates and
amounts of outlays do not at any time ex-
ceed the rates and amounts of outlays that
would have been experienced if the insured
mortgage had not been extinguished or the
principal amount had not been written
down, and the interest reduction payments
that the Secretary has recaptured had con-
tinued in accordance with the terms in ef-
fect immediately prior to such extinguish-
ment or write-down.
(D) Loans

In making loans under this subsection
using the amounts that the Secretary has
recaptured from contracts for interest re-
duction payments pursuant to clause (i) or
(ii) of paragraph (7)(A)—
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(i) the Secretary may use such recap-
tured amounts for costs (as such term is
defined in section 661a of title 2) of such
loans; and

(ii) the Secretary may make loans in any
fiscal year only to the extent or in such
amounts that amounts are used under
clause (i) to cover costs of such loans.

(June 27, 1934, ch. 847, title II, § 236, as added
Pub. L. 90–448, title II, § 201(a), Aug. 1, 1968, 82
Stat. 498; amended Pub. L. 91–152, title I,
§§ 101(e), 107(b), 108, title IV, §§ 412(c), 418(b), Dec.
24, 1969, 83 Stat. 379, 381, 398, 402; Pub. L. 91–609,
title I, §§ 101(e), 102(b), 108, 114(b), 114[115](b),
117(c), 118(a), 121, Dec. 31, 1970, 84 Stat. 1770,
1772–1776; Pub. L. 92–503, § 1(e), Oct. 18, 1972, 86
Stat. 906; Pub. L. 93–85, § 1(e), Aug. 10, 1973, 87
Stat. 220; Pub. L. 93–117, § 1(e), Oct. 2, 1973, 87
Stat. 421; Pub. L. 93–383, title II, § 212, Aug. 22,
1974, 88 Stat. 672; Pub. L. 94–173, § 4(b), Dec. 23,
1975, 89 Stat. 1027; Pub. L. 94–375, § 4, Aug. 3, 1976,
90 Stat. 1070; Pub. L. 95–128, title II, § 206(a)–(c),
title III, § 301(e), Oct. 12, 1977, 91 Stat. 1130, 1131;
Pub. L. 95–406, § 1(e), Sept. 30, 1978, 92 Stat. 879;
Pub. L. 95–557, title II, § 201(k), formerly (i), title
III, § 301(e), Oct. 31, 1978, 92 Stat. 2087, 2096, as re-
numbered Pub. L. 97–35, title III, § 321(f)(2)(A),
Aug. 13, 1981, 95 Stat. 400; Pub. L. 96–71, § 1(e),
Sept. 28, 1979, 93 Stat. 501; Pub. L. 96–105, § 1(e),
Nov. 8, 1979, 93 Stat. 794; Pub. L. 96–153, title II,
§§ 203(b), 205(b), title III, § 301(e), Dec. 21, 1979, 93
Stat. 1107, 1108, 1111; Pub. L. 96–372, §§ 1(e), 2, Oct.
3, 1980, 94 Stat. 1363; Pub. L. 96–399, title II,
§ 204(b), 211, title III, § 301(e), Oct. 8, 1980, 94 Stat.
1629, 1636, 1638; Pub. L. 97–35, title III, §§ 321(f)(3),
322(f), 331(e), Aug. 13, 1981, 95 Stat. 400, 403, 413;
Pub. L. 97–289, § 1(e), Oct. 6, 1982, 96 Stat. 1230;
Pub. L. 98–35, § 1(e), May 26, 1983, 97 Stat. 197;
Pub. L. 98–109, § 1(e), Oct. 1, 1983, 97 Stat. 745;
Pub. L. 98–181, title II, §§ 217(c), 218, Nov. 30, 1983,
97 Stat. 1186, 1187; Pub. L. 98–479, title I,
§§ 102(a)(2), 104(a)(4), title II, § 204(a)(9), Oct. 17,
1984, 98 Stat. 2221, 2225, 2232; Pub. L. 100–242, title
I, §§ 167(a)(1), (b), 170(b), 186(a), title IV, §§ 429(f),
430(a), Feb. 5, 1988, 101 Stat. 1864, 1867, 1877, 1919;
Pub. L. 101–235, title II, § 203(a)(1), title III, § 301,
Dec. 15, 1989, 103 Stat. 2037, 2043; Pub. L. 101–625,
title V, § 578(a), title VI, §§ 611(a), (b)(1), 612(a),
Nov. 28, 1990, 104 Stat. 4244, 4278, 4279; Pub. L.
102–550, title III, § 331, title IV, § 408(b), Oct. 28,
1992, 106 Stat. 3773, 3778; Pub. L. 104–99, title IV,
§ 405(d), Jan. 26, 1996, 110 Stat. 44; Pub. L. 104–134,
title I, § 101(e) [title II, § 228], Apr. 26, 1996, 110
Stat. 1321–257, 1321–292; renumbered title I, Pub.
L. 104–140, § 1(a), May 2, 1996, 110 Stat. 1327; Pub.
L. 104–204, title II, § 221, Sept. 26, 1996, 110 Stat.
2906; Pub. L. 105–65, title V, § 531, Oct. 27, 1997, 111
Stat. 1409; Pub. L. 105–276, title II, § 227, Oct. 21,
1998, 112 Stat. 2490; Pub. L. 106–74, title V,
§§ 532(a)–(d), 533, Oct. 20, 1999, 113 Stat. 1116, 1117,
1119; Pub. L. 106–377, § 1(a)(1) [title II, § 216], Oct.
27, 2000, 114 Stat. 1441, 1441A–28; Pub. L. 106–569,
title VIII, § 861(a), Dec. 27, 2000, 114 Stat. 3025.)

REFERENCES IN TEXT

The Low-Income Housing Preservation and Resident
Homeownership Act of 1990, referred to in subsec.
(f)(1)(B)(iii), is title II of Pub. L. 100–242, Feb. 5, 1988, 101
Stat. 1877, as amended, which is classified principally
to chapter 42 (§ 4101 et seq.) of this title. For complete
classification of this Act to the Code, see Short Title
note set out under section 4101 of this title and Tables.

The Emergency Low Income Housing Preservation
Act of 1987, referred to in subsec. (f)(1)(B)(iii), is title II
of Pub. L. 100–242, Feb. 5, 1988, 101 Stat. 1877, which, as
amended by Pub. L. 101–625, is known as the Low-In-
come Housing Preservation and Resident Homeowner-
ship Act of 1990. Subtitles A and B of title II, which
were formerly set out as a note under section 1715l of
this title and which amended section 1715z–6 of this
title, were amended generally by Pub. L. 101–625 and
are classified to subchapter I (§ 4101 et seq.) of chapter
42 of this title. Subtitles C and D of title II amended
section 1715z–15 of this title and sections 1437f, 1472,
1485, and 1487 of Title 42, The Public Health and Wel-
fare. Another subtitle C of title II of Pub. L. 100–242, as
added by Pub. L. 102–550, is classified generally to sub-
chapter II (§ 4141 et seq.) of chapter 42 of this title. For
complete classification of this Act to the Code, see
Short Title note set out under section 4101 of this title
and Tables.

Section 201 of the Housing and Community Develop-
ment Amendments of 1978, referred to in subsec. (f)(3),
(5)(A), is section 201 of Pub. L. 95–557, title II, Oct. 31,
1978, 92 Stat. 2084, which enacted section 1715z–1a of this
title and amended this section.

Section 516 of the Multifamily Assisted Housing Re-
form and Affordability Act of 1997, referred to in sub-
sec. (g)(2), is section 516 of Pub. L. 105–65, which is set
out as a note under section 1437f of Title 42, The Public
Health and Welfare.

Section 1701q of this title, referred to in subsec.
(j)(2)(B), was amended generally by Pub. L. 101–625, title
VIII, § 801(a), Nov. 28, 1990, 104 Stat. 4297, and, as so
amended, no longer defines the term ‘‘elderly or handi-
capped families’’.

Section 236 contracts, referred to in subsec. (r)(2),
refer to contracts under this section.

CODIFICATION

Subsec. (o), added as subsec. (n) by Pub. L. 91–609,
§ 121(a), designated subsec. (o) in the Code as a prior
subsec. (n) was added by Pub. L. 91–152, and amended by
Pub. L. 91–609, § 101(e).

AMENDMENTS

2000—Subsec. (g)(2). Pub. L. 106–569, § 861(a)(1), sub-
stituted ‘‘Notwithstanding’’ for ‘‘Subject to paragraph
(3) and notwithstanding’’.

Subsec. (g)(3). Pub. L. 106–569, § 861(a)(2), redesignated
par. (4) as (3) and struck out former par. (3) which relat-
ed to authority under par. (2) to retain and use excess
charges.

Subsec. (g)(3)(A). Pub. L. 106–377 substituted ‘‘fiscal
years 2000 and 2001’’ for ‘‘fiscal year 2000’’.

Subsec. (g)(4). Pub. L. 106–569, § 861(a)(2), redesignated
par. (4) as (3).

1999—Subsec. (e). Pub. L. 106–74, § 532(a), designated
existing provisions as par. (1) and added par. (2).

Subsec. (f)(1). Pub. L. 106–74, § 532(d), added par. (1)
and struck out former par. (1) which required that basic
and fair market rental charges be established with the
approval of the Secretary and that the rental charge
for each dwelling unit be within the basic and fair mar-
ket charges, subject to certain exceptions and refine-
ments.

Subsec. (g). Pub. L. 106–74, § 532(b), (c), designated ex-
isting provisions as par. (1), struck out at end ‘‘Not-
withstanding any other requirements of this sub-
section, an owner of a project with a mortgage insured
under this section, or a project previously assisted
under subsection (b) of this section but without a mort-
gage insured under this section if the project mortgage
was insured under section 1713 of this title before July
30, 1998 pursuant to section 1715n(f) of this title and as-
sisted under subsection (b) of this section, may retain
some or all of such excess charges for project use if au-
thorized by the Secretary and upon such terms and
conditions as established by the Secretary.’’, and added
pars. (2) to (4).

Subsec. (s). Pub. L. 106–74, § 533(a)(1), substituted
‘‘Grants and loans for rehabilitation of multifamily
projects’’ for ‘‘Grant authority’’ in heading.
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Subsec. (s)(1). Pub. L. 106–74, § 533(a)(2), inserted ‘‘and
loans’’ after ‘‘grants’’.

Subsec. (s)(2). Pub. L. 106–74, § 533(a)(3)(A), substituted
‘‘capital assistance under this subsection under a grant
or loan only’’ for ‘‘capital grant assistance under this
subsection’’ in introductory provisions.

Subsec. (s)(2)(C). Pub. L. 106–74, § 533(b)(1)(B), added
subpar. (C). Former subpar. (C) redesignated (D).

Subsec. (s)(2)(D). Pub. L. 106–74, § 533(b)(1)(A), redesig-
nated subpar. (C) as (D). Former subpar. (D) redesig-
nated (E).

Subsec. (s)(2)(D)(i). Pub. L. 106–74, § 533(a)(3)(B), sub-
stituted ‘‘capital assistance under this subsection from
a grant or loan (as appropriate)’’ for ‘‘capital grant as-
sistance’’.

Subsec. (s)(2)(E). Pub. L. 106–74, § 533(b)(1)(A), redesig-
nated subpar. (D) as (E).

Subsec. (s)(3). Pub. L. 106–74, § 533(a)(4), in par. head-
ing, substituted ‘‘Eligible uses’’ for ‘‘Eligible purposes’’
and in introductory provisions, substituted ‘‘Amounts
from a grant or loan under this subsection may be used
only for projects eligible under paragraph (2) for the
purposes of—’’ for ‘‘The Secretary may make grants to
the owners of eligible projects for the purposes of—’’.

Subsec. (s)(4). Pub. L. 106–74, § 533(a)(5)(A), substituted
‘‘Grant and loan agreements’’ for ‘‘Grant agreement’’
in heading.

Subsec. (s)(4)(A). Pub. L. 106–74, § 533(a)(5)(B), inserted
‘‘or loan’’ after ‘‘grant’’ in two places.

Subsec. (s)(4)(B). Pub. L. 106–74, § 533(a)(5)(B), (b)(2),
inserted ‘‘or loan’’ after ‘‘grant’’ and ‘‘and consistent
with paragraph (2)(C)’’ before period at end.

Subsec. (s)(4)(C). Pub. L. 106–74, § 533(a)(5)(B), inserted
‘‘or loan’’ after ‘‘grant’’.

Subsec. (s)(5). Pub. L. 106–74, § 533(a)(9), added par. (5).
Former par. (5) redesignated (6).

Pub. L. 106–74, § 533(a)(6), which directed the insertion
of ‘‘or loan’’ after ‘‘grant’’ each place it appeared, could
not be executed because the word ‘‘grants’’ did not ap-
pear.

Subsec. (s)(6). Pub. L. 106–74, § 533(a)(8), redesignated
par. (5) as (6). Former par. (6) redesignated (7).

Subsec. (s)(6)(D). Pub. L. 106–74, § 533(a)(7), added sub-
par. (D).

Subsec. (s)(7). Pub. L. 106–74, § 533(a)(8), redesignated
par. (6) as (7).

1998—Subsec. (g). Pub. L. 105–276 amended subsec. (g)
generally. Prior to amendment, subsec. (g) read as fol-
lows: ‘‘The project owner shall, as required by the Sec-
retary, accumulate, safeguard, and periodically pay the
Secretary or such other entity as determined by the
Secretary and upon such terms and conditions as the
Secretary deems appropriate, all rental charges col-
lected on a unit-by-unit basis in excess of the basic
rental charges. Unless otherwise directed by the Sec-
retary, such excess charges shall be credited to a re-
serve fund to be used by the Secretary to make addi-
tional assistance payments as provided in paragraph (3)
of subsection (f) of this section. However, a project
owner with a mortgage insured under this section may
retain some or all of such excess charges for project use
if authorized by the Secretary and upon such terms and
conditions as established by the Secretary.’’

1997—Subsec. (s). Pub. L. 105–65 added subsec. (s).
1996—Subsec. (f)(1). Pub. L. 104–204, § 221(a)(2), which

directed the amendment of second sentence by striking
‘‘or (ii) the fair market rental established under section
1437f(c) of title 42 for the market area in which the
housing is located, or (iii) the actual rent (as deter-
mined by the Secretary) paid for a comparable unit in
comparable unassisted housing in the market area in
which the housing assisted under this section is lo-
cated,’’ after ‘‘pursuant to this paragraph,’’, was exe-
cuted by striking language which did not include word
‘‘or’’ before ‘‘(ii)’’ to reflect the probable intent of Con-
gress and the amendment by Pub. L. 104–134, § 101(e)
[title II, § 228(a)]. See below.

Pub. L. 104–204, § 221(a)(1), (3), struck out ‘‘the lower
of (i)’’ after ‘‘amount, not exceeding’’, and inserted
after second sentence ‘‘However, in the case of a project

which contains more than 5,000 units, is subject to an
interest reduction payments contract, and is financed
under a State or local program, the Secretary may re-
duce the rental charge ceiling, but in no case shall the
rent be below basic rent. For plans of action approved
for Capital Grants under the Low-Income Housing Pres-
ervation and Resident Homeownership Act of 1990
(LIHPRHA) or the Emergency Low Income Housing
Preservation Act of 1987 (ELIHPA), the rental charge
for each dwelling unit shall be at the basic rental
charge or such greater amount, not exceeding the lower
of (i) the fair market rental charge determined pursu-
ant to this paragraph, or (ii) the actual rent paid for a
comparable unit in comparable unassisted housing in
the market area in which the housing assisted under
this section is located, as represents 30 percent of the
tenant’s adjusted income, but in no case shall the rent
be below basic rent.’’

Pub. L. 104–134, § 101(e) [title II, § 228(a)], in second
sentence, struck out ‘‘or’’ before ‘‘(ii)’’ and substituted
‘‘located, or (iii) the actual rent (as determined by the
Secretary) paid for a comparable unit in comparable
unassisted housing in the market area in which the
housing assisted under this section is located,’’ for ‘‘lo-
cated,’’.

Pub. L. 104–99, § 405(d)(1), substituted ‘‘The rental
charge for each dwelling unit shall be at the basic rent-
al charge or such greater amount, not exceeding the
lower of (i) the fair market rental charge determined
pursuant to this paragraph, or (ii) the fair market rent-
al established under section 1437f(c) of title 42 for the
market area in which the housing is located, as rep-
resents 30 per centum of the tenant’s adjusted income.’’
for ‘‘The rental for each dwelling unit shall be at the
basic rental charge or such greater amount, not exceed-
ing the fair market rental charge, as represents 30 per
centum of the tenant’s adjusted income.’’

Subsec. (f)(6). Pub. L. 104–99, § 405(d)(2), struck out
par. (6) which read as follows:

‘‘(6)(A) Notwithstanding paragraph (1), tenants whose
incomes exceed 80 percent of area median income shall
pay as rent the lower of the following amounts: (A) 30
percent of the family’s adjusted monthly income; or (B)
the relevant fair market rental established under sec-
tion 1437f(b) of title 42 for the jurisdiction in which the
housing is located.

‘‘(B) An owner shall phase in any increase in rents for
current tenants resulting from subparagraph (A). Rent-
al charges collected in excess of the basic rental
charges shall continue to be credited to the reserve
fund described in subsection (g)(1) of this section.’’

Subsec. (f)(7). Pub. L. 104–204, § 221(b), added par. (7).
Subsec. (g). Pub. L. 104–204, § 221(c), amended subsec.

(g) generally. Prior to amendment, subsec. (g) read as
follows: ‘‘The project owner shall, as required by the
Secretary, accumulate, safeguard, and periodically pay
to the Secretary all rental charges collected on a unit-
by-unit basis in excess of the basic rental charges. Such
excess charges shall be credited to a reserve fund to be
used by the Secretary to make additional assistance
payments as provided in paragraph (3) of subsection (f)
of this section.’’

Pub. L. 104–134, § 101(e) [title II, § 228(b)], inserted ‘‘on
a unit-by-unit basis’’ after ‘‘collected’’.

1992—Subsec. (f)(3). Pub. L. 102–550, § 408(b), sub-
stituted ‘‘September 30, 1994’’ for ‘‘September 30, 1992’’.

Subsec. (j)(4)(A). Pub. L. 102–550, § 331, struck out
‘‘private’’ before ‘‘mortgagor’’.

1990—Subsec. (f)(3). Pub. L. 101–625, § 578(a), sub-
stituted ‘‘September 30, 1992’’ for ‘‘September 30, 1991’’.

Subsec. (f)(5). Pub. L. 101–625, § 611(b)(1), added par.
(5).

Subsec. (f)(6). Pub. L. 101–625, § 612(a), added par. (6).
Subsec. (m). Pub. L. 101–625, § 611(a), inserted before

period at end of first sentence ‘‘, except that any
amounts not actually received by the family may not
be considered as income under this subsection’’.

1989—Subsec. (b). Pub. L. 101–235, § 203(a)(1), inserted
‘‘public entity,’’ after ‘‘dividend entity,’’.

Subsec. (f)(3). Pub. L. 101–235, § 301, substituted ‘‘Sep-
tember 30, 1991’’ for ‘‘September 30, 1989’’.
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1988—Subsec. (f)(3). Pub. L. 100–242, § 186(a), sub-
stituted ‘‘September 30, 1989’’ for ‘‘September 30, 1985’’.

Subsec. (f)(4). Pub. L. 100–242, § 167(a)(1), substituted
‘‘100 percent’’ for ‘‘90 per centum’’.

Subsec. (i)(1). Pub. L. 100–242, §§ 170(b), 429(f), amended
par. (1) identically, substituting ‘‘subsection (f)(4) of
this section’’ for ‘‘subsection (h) of this section’’.

Subsec. (n). Pub. L. 100–242, § 167(b), inserted at end
‘‘A mortgage may be insured under this section after
the date in the preceding sentence in order to refinance
a mortgage insured under this section or to finance
pursuant to subsection (j)(3) of this section the pur-
chase, by a cooperative or nonprofit corporation or as-
sociation, of a project assisted under this section.’’

Subsec. (r). Pub. L. 100–242, § 430(a), added subsec. (r).
1984—Subsec. (f)(4). Pub. L. 98–479, § 102(a)(2), struck

out ‘‘up to’’ before ‘‘90 per centum’’.
Subsec. (j)(4)(B). Pub. L. 98–479, § 104(a)(4), substituted

‘‘bear interest at a rate not to exceed such percent per
annum on the amount of the principal obligation out-
standing at any time as the Secretary determines is
necessary to meet the mortgage market, taking into
consideration the yields on mortgages in the primary
and secondary markets’’ for ‘‘bear interest (exclusive of
premium charges for insurance and service charges, if
any) at not to exceed such per centum per annum (not
in excess of 6 per centum), on the amount of the prin-
cipal obligation outstanding at any time, as the Sec-
retary finds necessary to meet the mortgage market’’.

Subsec. (j)(5). Pub. L. 98–479, § 204(a)(9), substituted
‘‘of residents’’ for ‘‘or residents’’ in provision following
subpar. (C).

1983—Subsec. (f)(3). Pub. L. 98–181, § 217(c), substituted
‘‘September 30, 1985’’ for ‘‘September 30, 1982’’.

Subsec. (f)(4). Pub. L. 98–181, § 218(a), added par. (4).
Subsec. (i)(1). Pub. L. 98–181, § 218(b), inserted provi-

sion relating to utilization by the Secretary of any au-
thority under this section that it recaptured.

Subsec. (n). Pub. L. 98–109 substituted ‘‘November 30,
1983’’ for ‘‘September 30, 1983’’.

Pub. L. 98–35 substituted ‘‘September 30, 1983’’ for
‘‘May 20, 1983’’.

1982—Subsec. (n). Pub. L. 97–289 substituted ‘‘May 20,
1983’’ for ‘‘September 30, 1982’’.

1981—Subsec. (e). Pub. L. 97–35, § 322(f)(1), substituted
‘‘one year’’ for ‘‘two years’’.

Subsec. (f)(1). Pub. L. 97–35, § 322(f)(2), (3), substituted
provisions respecting applicability of specific percent-
age of tenant’s adjusted income, for provisions respect-
ing applicability of specific percentage of tenant’s in-
come.

Subsec. (f)(2). Pub. L. 97–35, § 322(f)(4)–(6), substituted
provisions respecting applicability of specific percent-
age of tenant’s adjusted income, for provisions respect-
ing applicability of specific percentage of tenant’s in-
come, and struck out provisions relating to reduction
of rental payment.

Subsec. (f)(3). Pub. L. 97–35, §§ 321(f)(3), 322(f)(7), struck
out subpar. (A) which related to establishment of an
initial operating expense level, redesignated subpar. (B)
as entire provision and substituted ‘‘1982’’ for ‘‘1981’’.

Subsec. (m). Pub. L. 97–35, § 322(f)(8), substituted pro-
visions defining ‘‘income’’ as income from all sources of
each member of the household, subject to certain ex-
clusions, for provisions defining term ‘‘income’’ as in-
come determined under section 1437f of title 42.

Subsec. (n). Pub. L. 97–35, § 331(e), substituted ‘‘1982’’
for ‘‘1981’’.

1980—Subsec. (f)(3)(B). Pub. L. 96–399, § 204(b), sub-
stituted ‘‘September 30, 1981’’ for ‘‘October 15, 1980’’ in
third sentence, and struck out ‘‘on or after October 1,
1978, or credited to such fund prior to October 1, 1978,
but remaining unobligation on October 31, 1978,’’ in
first sentence.

Pub. L. 96–372, § 2, substituted ‘‘October 15, 1980’’ for
‘‘September 30, 1980’’.

Subsec. (n). Pub. L. 96–399, § 301(e), substituted ‘‘Sep-
tember 30, 1981’’ for ‘‘October 15, 1980’’.

Pub. L. 96–372, § 1(e), substituted ‘‘October 15, 1980’’
for ‘‘September 30, 1980’’.

Subsec. (q). Pub. L. 96–399, § 211, added subsec. (q).
1979—Subsec. (f)(3)(B). Pub. L. 96–153, § 205(b), sub-

stituted ‘‘after October 1, 1978, or credited to such fund
prior to October 1, 1978, but remaining unobligated on
October 31, 1978,’’ for ‘‘after October 1, 1978,’’, and in
provision relating to the restriction on approval of
funds, substituted ‘‘September 30, 1980’’ for ‘‘September
30, 1979’’.

Subsec. (m). Pub. L. 96–153, § 203(b), substituted defini-
tion of ‘‘income’’ by reference to section 1437f of title
42 for provisions requiring deduction of $300 for each
minor member of the family in determining the income
and further providing that the earnings of a minor not
be included in the income of person or family.

Subsec. (n). Pub. L. 96–153, § 301(e), substituted ‘‘Sep-
tember 30, 1980’’ for ‘‘November 30, 1979’’.

Pub. L. 96–105 substituted ‘‘November 30, 1979’’ for
‘‘October 31, 1979’’.

Pub. L. 96–71 substituted ‘‘October 31, 1979’’ for ‘‘Sep-
tember 30, 1979.’’

1978—Subsec. (f)(3). Pub. L. 95–557, § 201(k)(1), formerly
§ 201(i)(1), designated existing provisions as par. (A),
substituted ‘‘For each fiscal year prior to the fiscal
year 1979, the’’ for ‘‘The’’, and added par. (B).

Subsec. (g). Pub. L. 95–557, § 201(k)(2), formerly
§ 201(i)(2), struck out provisions authorizing, that if
during any period the balance in reserve fund was ade-
quate to meet additional assistance payments, such ex-
cess charges be credited to the appropriation author-
ized by subsec. (i), and be available until the end of the
next fiscal year for purpose of making assistance pay-
ments with respect to rental housing projects, and that
for purpose of this subsection and par. (3) of subsec. (f),
initial operating expense level for any project assisted
under a contract entered into prior to Oct. 12, 1977, be
established by the Secretary not later than 180 days
after Oct. 12, 1977.

Subsec. (n). Pub. L. 95–557, § 301(e), substituted ‘‘Sep-
tember 30, 1979’’ for ‘‘October 31, 1978’’.

Pub. L. 95–406 substituted ‘‘October 31, 1978’’ for ‘‘Sep-
tember 30, 1978’’.

1977—Subsec. (f)(3). Pub. L. 95–128, § 206(a), (b), sub-
stituted ‘‘The Secretary is authorized to make, and
shall contract to make to the extent of the moneys in
the reserve fund established under subsection (g) of this
section and to the further extent of funds authorized in
appropriation Acts, an additional monthly assistance
payment to the project owner up to the amount by
which the sum of the cost of utilities and local prop-
erty taxes exceeds the initial operating expense level.’’
for ‘‘At any time subsequent to the establishment of an
initial operating expense level, the Secretary is author-
ized to make, and contract to make, additional assist-
ance payments to the project owner in an amount up to
the amount by which the sum of the cost of utilities
and local property taxes exceeds the initial operating
expense level, but not to exceed the amount required to
maintain the basic rentals of any units at levels not in
excess of 30 per centum or such lower per centum not
less than 25 per centum as shall reflect the reduction
permitted in clause (ii) of the last sentence of para-
graph (1), of the income of tenants occupying such
units.’’, inserted sentence ‘‘Such payment shall be used
by the project owner solely to effect, and there shall be,
a reduction in the basic rental charges established for
the project.’’, and substituted ‘‘Any contract to make
additional monthly assistance payments shall be for a
one-year period and shall be adjusted periodically to
provide, to the extent approved in appropriation Acts,
for continuation of the payments and for an appro-
priate adjustment in the amount of the assistance pay-
ments.’’ for ‘‘Any contract to make additional assist-
ance payments may be amended periodically to provide
for appropriate adjustments in the amount of the as-
sistance payments.’’; and substituted in last sentence
‘‘unless the Secretary finds that the increase in the
cost of utilities or local property taxes is not reason-
able or not’’ for ‘‘only if the Secretary finds that the
increase in the cost of utilities or local property taxes,
is reasonable and is’’.
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Subsec. (g). Pub. L. 95–128, § 206(c), substituted date of
enactment of Pub. L. 95–128, which is October 12, 1977,
for date of enactment of Pub. L. 93–383, which was Au-
gust 22, 1974.

Subsec. (n). Pub. L. 95–128, § 301(e), substituted ‘‘Sep-
tember 30, 1978’’ for ‘‘September 30, 1977’’.

1976—Subsec. (f)(2). Pub. L. 94–375, § 4(b), inserted
‘‘(including the amount allowed for utilities in the case
of a project with separate utility metering)’’ after
‘‘basic rentals’’ and ‘‘reduce the rental payment’’, and
struck out ‘‘or such lower per centum as may be estab-
lished pursuant to the provisions of clause (ii) of the
last sentence of paragraph (1)’’ after ‘‘25 per centum of
their income’’ and ‘‘25 per centum of the tenant’s in-
come’’.

Subsec. (n). Pub. L. 94–375, § 4(a), substituted ‘‘Sep-
tember 30, 1977’’ for ‘‘June 30, 1976’’.

1975—Subsec. (j)(5)(C). Pub. L. 94–173 struck out provi-
sion limiting to 10 per centum the number of dwelling
units available to lower income persons under the age
of 62.

1974—Subsec. (f). Pub. L. 93–383, § 212(1), (2), redesig-
nated existing subsec. (f) as (f)(1) and cls. (1) and (2) as
(A) and (B), respectively, and inserted provisions relat-
ing to separate utility metering and pars. (2) and (3).

Subsec. (g). Pub. L. 93–383, § 212(3), substituted provi-
sions authorizing the creation of a reserve fund of ex-
cess rental charges and providing for use of such fund
for making additional assistance payments, for provi-
sions authorizing the Secretary to deposit excess
charges in a revolving fund used for making interest re-
duction payments to any housing project receiving as-
sistance, and authorizing investment of monies in
United States obligations.

Subsec. (i)(1). Pub. L. 93–383, § 212(4), inserted author-
ization for increase by $75,000,000 on July 1, 1974.

Subsec. (i)(2). Pub. L. 93–383, § 212(5), substituted pro-
visions relating to contracts for assistance payments
and income limitations with respect to families in-
volved in such contracts, for provisions relating to con-
tracts for interest reduction payments, income limita-
tions with respect to families involved in such con-
tracts, and semiannual reports to Congressional Com-
mittees on income levels of families living in assisted
projects.

Subsec. (i)(3). Pub. L. 93–383, § 212(5), substituted pro-
visions relating to availability of not less than 10 per
centum of the total amount of contracts for assistance
payments, for provisions relating to contracts for not
more than 10 per centum of the total amount of inter-
est reduction payments.

Subsec. (i)(4). Pub. L. 93–383, § 212(5), added par. (4).
Subsec. (n). Pub. L. 93–383, § 212(6), substituted ‘‘June

30, 1976’’ for ‘‘October 1, 1974’’.
Subsec. (p). Pub. L. 93–383, § 212(7), added subsec. (p).
1973—Subsec. (n). Pub. L. 93–117 substituted ‘‘October

1, 1974’’ for ‘‘October 1, 1973’’.
Pub. L. 93–85 substituted ‘‘October 1, 1973’’ for ‘‘June

30, 1973’’.
1972—Subsec. (n). Pub. L. 92–503 substituted ‘‘June 30,

1973’’ for ‘‘October 1, 1972’’.
1970—Subsec. (b). Pub. L. 91–609, §§ 108, 118(a), inserted

definition of ‘‘mortgage insurance premium’’ and sub-
stituted ‘‘which may involve either new or existing
construction and which’’ for ‘‘which prior to comple-
tion of construction or rehabilitation’’ before ‘‘is ap-
proved’’, respectively.

Subsec. (g). Pub. L. 91–609, § 117(c), provided for guar-
antee as to principal and interest by any agency of the
United States and for investment of moneys in bonds or
other obligations the proceeds of which will be used to
directly support the residential mortgage market.

Subsec. (i)(1). Pub. L. 91–609, §§ 102(b), 121(b), in second
sentence inserted ‘‘outstanding’’ before ‘‘contracts’’
where first appearing and substituted ‘‘$150,000,000 on
July 1, 1970’’ and ‘‘$200,000,000 on July 1, 1971’’ for
‘‘$125,000,000 on July 1, 1970’’ and ‘‘$170,000,000 on July 1,
1971’’, respectively, and in first sentence inserted ‘‘by
the Secretary’’ after ‘‘entered into’’.

Subsec. (i)(3). Pub. L. 91–609, § 114[115](b)(2), added par.
(3).

Subsec. (j)(5). Pub. L. 91–609, §§ 114(b), 114[115](b)(1),
provided for use of certain housing facilities for class-
room purposes where public schools in the community
are overcrowded due in part to attendance of residents
of the property or project, but dispensed with need for
kitchen facilities in dwelling units in projects for dis-
placed, elderly, or handicapped families.

Subsec. (n). Pub. L. 91–609, § 101(e), substituted ‘‘Octo-
ber 1, 1972’’ for ‘‘October 1, 1971’’.

Subsec. (o). Pub. L. 91–609, § 121(a), added subsec. (o).
See Codification note above.

1969—Subsec. (b). Pub. L. 91–152, §§ 108, 418(b), inserted
proviso authorizing the Secretary to continue making
interest reduction payments where the mortgage has
been assigned to him, and inserted ‘‘mortgage or part
thereof on a’’ after ‘‘with respect to a’’.

Subsec. (i)(1). Pub. L. 91–152, § 107(b), substituted
‘‘$125,000,000 on July 1, 1969, by $125,000,000 on July 1,
1970, and by $170,000,000 on July 1, 1971’’ for ‘‘$100,000,000
on July 1, 1969, and by $125,000,000 on July 1, 1970’’.

Subsec. (i)(2). Pub. L. 91–152, § 412(c), required the Sec-
retary to report semiannually instead of annually to
the respective Committees on Banking and Currency of
the Senate and House of Representatives.

Subsec. (n). Pub. L. 91–152, § 101(e), added subsec. (n).

EFFECTIVE DATE OF 2000 AMENDMENT

Amendment by Pub. L. 106–569 effective Dec. 27, 2000,
unless effectiveness or applicability upon another date
certain is specifically provided for, with provisions re-
lating to effect of regulatory authority, see section 803
of Pub. L. 106–569, set out as a note under section 1701q
of this title.

EFFECTIVE DATE OF 1999 AMENDMENT

Pub. L. 106–74, title V, § 532(f), Oct. 20, 1999, 113 Stat.
1119, provided that: ‘‘This section [amending this sec-
tion and enacting provisions set out as a note below]
shall take effect, and the amendments made by this
section are made and shall apply, on the date of the en-
actment of this Act [Oct. 20, 1999].’’

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 106–74, title V, § 532(e), Oct. 20, 1999, 113 Stat.
1118, provided that: ‘‘Section 236(g) of the National
Housing Act (12 U.S.C. 1715z–1(g)), as amended by sec-
tion 227 of the Departments of Veterans Affairs and
Housing and Urban Development, and Independent
Agencies Appropriations Act, 1999 (Public Law 105–276;
112 Stat. 2490) shall be effective on the date of the en-
actment of such Public Law 105–276 [Oct. 21, 1998], and
any excess rental charges referred to in such section
that have been collected since such date of the enact-
ment with respect to projects with mortgages insured
under section 207 of the National Housing Act (12 U.S.C.
1713) may be retained by the project owner unless the
Secretary of Housing and Urban Development specifi-
cally provides otherwise. The Secretary may return
any excess charges remitted to the Secretary since
such date of the enactment.’’

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

EFFECTIVE DATE OF 1979 AMENDMENT

Amendment by section 203(b) of Pub. L. 96–153 effec-
tive Dec. 21, 1979, and maximum amount of tenant con-
tribution applicable, see section 203(c) of Pub. L. 96–153,
set out as a note under section 1701s of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Section 201(k), formerly (i), of Pub. L. 95–557, as re-
designated by Pub. L. 97–35, title III, § 321(f)(2)(A), Aug.
13, 1981, 95 Stat. 400, provided that the amendment
made by that section is effective Oct. 1, 1978.

EFFECTIVE DATE OF 1977 AMENDMENT; APPLICABILITY

Section 206(d) of Pub. L. 95–128 provided that: ‘‘The
amendments made by this section [amending this sec-
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tion] shall become effective on October 1, 1977, and
shall apply to assistance payments pursuant to section
236(f)(3) of the National Housing Act [subsec. (f)(3) of
this section] with respect only to periods commencing
on or after such date.’’

TREATMENT OF EXCESS CHARGES PREVIOUSLY
COLLECTED

Pub. L. 106–569, title VIII, § 861(b), Dec. 27, 2000, 114
Stat. 3025, provided that: ‘‘Any excess charges that a
project owner may retain pursuant to the amendments
made by subsections (b) and (c) of section 532 of the De-
partments of Veterans Affairs and Housing and Urban
Development, and Independent Agencies Appropria-
tions Act, 2000 (Public Law 106–74; 113 Stat. 1116)
[amending this section] that have been collected by
such owner since the date of the enactment of such ap-
propriations Act [Oct. 20, 1999] and that such owner has
not remitted to the Secretary of Housing and Urban
Development may be retained by such owner unless
such Secretary otherwise provides. To the extent that
a project owner has remitted such excess charges to the
Secretary since such date of the enactment, the Sec-
retary may return to the relevant project owner any
such excess charges remitted. Notwithstanding any
other provision of law, amounts in the Rental Housing
Assistance Fund, or heretofore or subsequently trans-
ferred from the Rental Housing Assistance Fund to the
Flexible Subsidy Fund, shall be available to make such
return of excess charges previously remitted to the
Secretary, including the return of excess charges re-
ferred to in section 532(e) of such appropriations Act
[see Effective Date of 1998 Amendment note above].’’

RENTAL HOUSING ASSISTANCE; EXTENSION OF TIME
WITHIN WHICH TO SUBMIT APPLICATION

Pub. L. 101–45, title II, June 30, 1989, 103 Stat. 127, pro-
vided: ‘‘That notwithstanding the second sentence of
such section 236(r) [12 U.S.C. 1715z–1(r)], an application
shall be eligible for assistance under such section if the
mortgagee submits an application within five hundred
and forty-eight days after the effective date of this Act
[June 30, 1989].’’

DIRECT FINANCING STUDY BY SECRETARY OF HOUSING
AND URBAN DEVELOPMENT AND SECRETARY OF THE
TREASURY; REPORT TO CONGRESS; TRANSMITTAL NOT
LATER THAN ONE YEAR AFTER AUGUST 22, 1974

Section 822 of Pub. L. 93–383 directed Secretary of
Housing and Urban Development and Secretary of the
Treasury to study feasibility of financing programs au-
thorized under section 236 of the National Housing Act
[this section] and section 802 of this Act [42 U.S.C. 1440]
through various financing methods, including direct
loans from Federal Financing Bank, with a view to de-
termining whether there was any method that would
result in net savings to Federal Government (after tak-
ing into account direct and indirect effects of such
method) and to transmit to Congress a report on study
not later than one year after Aug. 22, 1974.

TRANSFER OF INSURANCE OF MORTGAGES NOT FINALLY
ENDORSED FOR INSURANCE UNDER SECTION 1715l(d)(3)
OF THIS TITLE

Section 201(c) of Pub. L. 90–448 provided that: ‘‘The
Secretary of Housing and Urban Development is au-
thorized, upon such terms and conditions as he may
prescribe, to transfer to section 236(j) of the National
Housing Act [subsec. (j) of this section] the insurance
of a mortgage which has not be [sic] finally endorsed
for insurance under section 221(d)(3) of such Act [sec-
tion 1715l(d)(3) of this title] and which has been ap-
proved for the below-market interest rate prescribed in
the proviso of section 221(d)(5) of such Act [section
1715l(d)(5) of this title].’’

INSURANCE OF MORTGAGES GIVEN TO REFINANCE MORT-
GAGE LOANS MADE UNDER SECTION 1701q OF THIS
TITLE

Section 201(d) of Pub. L. 90–448 provided that: ‘‘The
Secretary of Housing and Urban Development is au-

thorized, upon such terms and conditions as he may
prescribe, to insure under section 236(j) of the National
Housing Act [subsec. (j) of this section] a mortgage
meeting the requirements of such section which is
given to refinance a mortgage loan made under section
202 of the Housing Act of 1959 [section 1701q of this
title]: Provided, That the application for such insurance
is filed with the Secretary on or before the date of
project completion, or within such reasonable time
thereafter as the Secretary may permit.’’

CEILING ON TOTAL INTEREST REDUCTION PAYMENTS IN
ANY FISCAL YEAR

Pub. L. 90–608, ch. IV, § 401, Oct. 21, 1968, 82 Stat. 1193,
provided in part that the total payments that may be
required in any fiscal year by all contracts entered into
under section 236 of the National Housing Act [this sec-
tion] shall not exceed $25,000,000.

Pub. L. 91–47, title II, § 201, July 22, 1969, 83 Stat. 53,
increased by $45,000,000 the limitation on total pay-
ments that may be required in any fiscal year by all
contracts entered into under section 236 of the National
Housing Act (82 Stat. 498) [this section].

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1701s, 1701z–4,
1701z–11, 1715c, 1715n, 1715r, 1715z, 1715z–1a, 1715z–3,
1715z–6, 1715z–9, 1717, 1735c, 4109, 4119 of this title; title
26 sections 32, 42, 1250; title 31 section 1305; title 42 sec-
tions 1436a, 1436b, 1437n, 1490c, 4851b, 8011, 8231, 11905,
13641, 13664.

§ 1715z�1a. Assistance for troubled multifamily
housing projects

(a) Purpose
The purposes of this section are to provide as-

sistance to restore or maintain the financial
soundness, to assist in the improvement of the
management, to permit capital improvements to
be made to maintain certain projects as decent,
safe, and sanitary housing, and to maintain the
low- to moderate-income character of certain
projects assisted or approved for assistance
under the National Housing Act [12 U.S.C. 1701
et seq.], the United States Housing Act of 1937
[42 U.S.C. 1437 et seq.], the Housing Act of 1959,
or the Housing and Urban Development Act of
1965, without regard to whether such projects
are insured under the National Housing Act.

(b) Availability of financial assistance
The Secretary of Housing and Urban Develop-

ment (hereinafter referred to in this section as
the ‘‘Secretary’’) may make available, and con-
tract to make available, to such extent and in
such amounts as may be approved in appropria-
tion Acts, financial assistance to owners of rent-
al or cooperative housing projects meeting the
requirements of this section. Such assistance
shall be made on an annual basis and in accord-
ance with the provisions of this section, without
regard to whether such projects are insured
under the National Housing Act [12 U.S.C. 1701
et seq.].

(c) Eligibility for financial assistance
A rental or cooperative housing project is eli-

gible for assistance under this section only if
such project—

(1)(A) is assisted under section 236 [12 U.S.C.
1715z–1] or the proviso of section 221(d)(5) of
the National Housing Act [12 U.S.C.
1715l(d)(5)], or under section 101 of the Housing
and Urban Development Act of 1965 [12 U.S.C.
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1701s], or received a loan under section 202 of
the Housing Act of 1959 [12 U.S.C. 1701q] more
than 15 years before the date on which assist-
ance is made available under this section;

(B) is assisted under section 23 of the United
States Housing Act of 1937 [42 U.S.C. 1421b], as
in effect immediately before January 1, 1975,
section 8 of the United States Housing Act of
1937 [42 U.S.C. 1437f] following conversion to
such assistance from assistance under section
236 of the National Housing Act [12 U.S.C.
1715z–1] or section 101 of the Housing and
Urban Development Act of 1965 [12 U.S.C.
1701s]; or

(C) met the criteria specified in subpara-
graph (A) of this paragraph before the acquisi-
tion of such project by the Secretary and has
been sold by the Secretary, subject to a mort-
gage insured or held by the Secretary and sub-
ject to an agreement (in effect during the pe-
riod of assistance under this section) which
provides that the low- and moderate-income
character of the project will be maintained;
except that, with respect to projects sold after
October 1, 1978, assistance shall be available
for a period not to exceed three years; and

(2) meets such other requirements consistent
with the purposes of this section as the Sec-
retary may prescribe.

(d) Criteria for granting financial assistance
No assistance may be made available under

this section unless the Secretary has determined
that—

(1) such assistance, when considered with
other resources available to the project, is
necessary and, in the determination of the
Secretary, will restore or maintain the finan-
cial or physical soundness of the project and
maintain the low- and moderate-income char-
acter of the project, and the owner has agreed
to maintain the low- and moderate-income
character of such project for a period at least
equal to the remaining term of the project
mortgage;

(2) the assistance which could reasonably be
expected to be provided over the useful life of
the project will be less costly to the Federal
Government than other reasonable alter-
natives by which the Secretary could main-
tain the low- and moderate-income character
of the project;

(3) the owner of the project, together with
the mortgagee in the case of a project not in-
sured under the National Housing Act [12
U.S.C. 1701 et seq.], has provided or has agreed
to provide assistance to the project in such
manner as the Secretary may determine;

(4) the project is or can reasonably be made
structurally sound, as determined on the basis
of information obtained as a result of an on-
site inspection of the project;

(5) the management of the project is being
conducted by persons who meet minimum lev-
els of competency and experience prescribed
by the Secretary;

(6) the project is being operated and man-
aged in accordance with a management-im-
provement-and-operating plan which is de-
signed to reduce the operating costs of the
project, which has been approved by the Sec-

retary, and which includes the following: (A) a
detailed maintenance schedule; (B) a schedule
for correcting past deficiencies in mainte-
nance, repairs, and replacements; (C) a plan to
upgrade the project to meet cost-effective en-
ergy efficiency standards prescribed by the
Secretary; (D) a plan to improve financial and
management control systems; (E) a detailed
annual operating budget taking into account
such standards for operating costs in the area
as may be determined by the Secretary; and
(F) such other requirements as the Secretary
may determine; except that the Secretary
may excuse an owner from compliance with
the plan requirement set forth in this para-
graph in any case in which such owner seeks
only assistance for capital improvements
under this section; and except that the Sec-
retary shall review and approve or disapprove
each plan not later than the expiration of the
30-day period beginning upon the date of sub-
mission of the plan to the Secretary by the
owner, but if the Secretary fails to inform the
owner of approval or disapproval of the plan
within such period the plan shall be considered
to have been approved;

(7) all reasonable attempts have been made
to take all appropriate actions and provide
suitable housing for project residents;

(8) the project has a feasible plan to involve
the residents in project decisions;

(9) the affirmative fair housing marketing
plan meets applicable requirements; and

(10) the owner certifies that it will comply
with various equal opportunity statutes.

(e) Consultation with local officials
Prior to making assistance available to a proj-

ect, the Secretary shall consult with the appro-
priate officials of the unit of local government
in which such project is located and seek assur-
ances that—

(1) the community in which the project is lo-
cated is or will provide essential services to
the project in keeping with the community’s
general level of such services;

(2) the real estate taxes on the project are or
will be no greater than would be the case if the
property were assessed in a manner consistent
with normal property assessment procedures
for the community; and

(3) assistance to the project under this sec-
tion would not be inconsistent with local plans
and priorities.

(f) Amount of financial assistance
(1) The Secretary may, with respect to any

year, provide assistance under this section, and
make commitments to provide such assistance,
with respect to any project (except a project as-
sisted only for capital improvements) in any
amount which the Secretary determines is con-
sistent with the project’s management-improve-
ment-and-operating plan described in subsection
(d)(6) of this section and which does not exceed
the sum of—

(A) an amount determined by the Secretary
to be necessary to correct deficiencies in the
project which exist at the beginning of the
first year with respect to which assistance is
made available for the project under this sec-
tion, which were caused by the deferral of reg-
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ularly scheduled maintenance and repairs or
the failure to make necessary and timely re-
placements of equipment and other compo-
nents of the project, and for which payment
has not previously been made;

(B) an amount determined by the Secretary
to be necessary to maintain the low- and mod-
erate-income character of the project by re-
ducing deficiencies, which exist at the begin-
ning of the first year with respect to which as-
sistance is made available for the project
under this section and for which payment has
not previously been made, in the reserve funds
established by the project owner for the pur-
pose of replacing capital items;

(C) an amount not greater than the amount
by which the estimated operating expenses (as
described in paragraph (2) of this subsection)
for the year with respect to which such assist-
ance is made available exceeds the estimated
revenues to be received (as described in para-
graph (2) of this subsection) by the project
during such year; and

(D) an amount determined by the Secretary
to be necessary to carry out a plan to upgrade
the project to meet cost-effective energy effi-
ciency standards prescribed by the Secretary.

(2) The estimated revenues for any project
under paragraph (1)(C) of this subsection with
respect to any year shall be equal to the sum
of—

(A) the estimated amount of rent which is to
be expended by the tenants of such project
during such year, as determined by the Sec-
retary without regard to section 236(f)(1) of the
National Housing Act [12 U.S.C. 1715z–1(f)(1)];

(B) the estimated amount of rental assist-
ance payments to be made on behalf of such
tenants during such year, other than assist-
ance made under this section;

(C) the estimated amount of assistance pay-
ments to be made on behalf of the owner of
such project under section 221(d)(5) or section
236 of the National Housing Act [12 U.S.C.
1715l(d)(5) or 1715z–1] during such year; and

(D) other income attributable to the project
as determined by the Secretary;

except that—
(E) in computing the estimated amount of

rent to be expended by tenants, the Secretary
shall provide that (i) at least 25 percent (or
such lesser percentage as is provided for under
any other Federal housing assistance program
in which such tenant is participating) of the
income of each such tenant is included, or (ii)
in the case of a tenant paying his or her own
utilities, a percentage of income which is less
than 25 percent and which takes into account
the reasonable costs of such utilities; except
that no amount shall be provided for any ten-
ant under clause (i) or (ii) which exceeds the
fair market rental charge as determined pur-
suant to section 236(f)(1) of the National Hous-
ing Act [12 U.S.C. 1715z–1(f)(1)] for such tenant;
and

(F) in computing the estimated amount of
rent to be expended by tenants and the esti-
mated amount of rental assistance payments
to be made on behalf of such tenants, the Sec-
retary may permit a delinquency-and-vacancy

allowance of not more than 6 per centum of
the estimated amount of such rent and pay-
ments computed without regard to such allow-
ance; except that, with respect to the first
three years in which assistance is provided to
a project under this section, the Secretary
may permit such allowance for such project to
exceed such 6 percent by an amount which the
Secretary determines is appropriate to carry
out the purposes of this section.

For purposes of computing estimated operating
expenses of any such project with respect to any
year, the Secretary shall include all estimated
operating costs which the Secretary determines
to be necessary and consistent with the manage-
ment-improvement-and-operating plan for the
project for such year, including, but not limited
to, taxes, utilities, maintenance and repairs (ex-
cept for maintenance and repairs which should
have been performed in previous years), manage-
ment, insurance, debt service, and payments
made by the owner for the purpose of establish-
ing or maintaining a reserve fund for replace-
ment costs. The Secretary may not include in
such estimated operating expenses any return
on the equity investment of the owner in such
project.

(3) In order to carry out the purposes of this
section, the Secretary may, notwithstanding the
provisions of section 236(f)(1) of the National
Housing Act [12 U.S.C. 1715z–1(f)(1)], provide
that, for purposes of establishing a rental charge
under such section, there may be excluded from
the computation of the cost of operating a
project an amount equivalent to the amount of
assistance payments made for the project under
this section.

(4) Any assistance payments made pursuant to
this section with respect to any project shall be
made on an annual basis, payable at such inter-
vals, but at least quarterly, as the Secretary
may determine, and may be in any amount
(which the Secretary determines to be consist-
ent with the purpose of this section), except that
the sum of such assistance payments for any
year for a project (other than a project receiving
assistance only for capital improvements) may
not exceed the amount computed pursuant to
paragraph (1) of this subsection. The Secretary
shall review the operations of the project at the
time of such payments to determine that such
operations are consistent with the management-
improvement-and-operating plan.
(g) Rules and regulations

The Secretary is authorized to issue such rules
and regulations as may be necessary to carry
out the provisions and purposes of this section,
including regulations requiring the establish-
ment of a project reserve or such other safe-
guards as the Secretary determines to be nec-
essary for the financial soundness of any project
for which assistance payments are provided, to
the extent applicable.
(h) Limitation on use of financial assistance

The Secretary may not use any of the assist-
ance available under this section during any fis-
cal year beginning on or after October 1, 1981, to
supplement any contract to make rental assist-
ance payments which was made pursuant to sec-
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1 See References in Text note below.
2 So in original. The comma probably should be a semicolon.

tion 101 of the Housing and Urban Development
Act of 1965 [12 U.S.C. 1701s].
(i) Repealed. Pub. L. 103�233, title I, § 103(b)(1),

Apr. 11, 1994, 108 Stat. 359

(j) Flexible Subsidy Fund
(1) For purposes of carrying out the provisions

of this section, there is hereby established in the
Treasury of the United States a revolving fund,
to be known as the Flexible Subsidy Fund. The
Fund shall, to the extent approved in appropria-
tion Acts, be available to the Secretary to pro-
vide assistance under this section (including as-
sistance for capital improvements) and shall not
(except as provided in Public Law 100–4–4 1 (102
Stat. 1018), as in effect on October 1, 1988) be
available for any other purpose.

(2) The Fund shall consist of (A) any amount
appropriated to carry out the purposes of this
section; (B) any amount repaid on any assist-
ance provided under this section; (C) any
amounts credited to the reserve fund described
in section 236(g) of the National Housing Act [12
U.S.C. 1715z–1(g)]; (D) any other amount received
by the Secretary under this section (including
any amount realized under paragraph (3)),2 and
(E) any amount received by the Secretary pursu-
ant to section 537 of the National Housing Act
[12 U.S.C. 1735f–15] and section 202a of the Hous-
ing Act of 1959 [12 U.S.C. 1701q–1].

(3) Any amounts in the Fund determined by
the Secretary to be in excess of the amounts
currently required to carry out the provisions of
this section shall be invested by the Secretary
in obligations of, or obligations guaranteed as to
both principal and interest by, the United States
or any agency of the United States.

(4) The Secretary shall, to the extent of ap-
provable applications and subject to paragraph
(1), use not less than $30,000,000 or 40 percent
(whichever is less) of the amounts available
from the Fund in any fiscal year for purposes of
providing assistance for capital improvements
in accordance with this section. Any amount re-
served under this paragraph for assistance for
capital improvements that is not used before the
last 60 days of a fiscal year shall become avail-
able for other assistance under this section.

(5) There is authorized to be appropriated for
assistance under the flexible subsidy fund not to
exceed $52,200,000 for fiscal year 1993 and
$54,392,400 for fiscal year 1994.
(k) Assistance for capital improvements; loans as

medium of assistance; owner contributions;
priority of projects

(1) Assistance for capital improvements under
this section shall include assistance for any
major repair or replacement of a capital item in
a multifamily housing project, including any
such repair or replacement required as a result
of deferred or inadequate maintenance. Capital
improvements do not include maintenance of
any such item. Assistance for capital improve-
ments under this section shall be in the form of
a loan.

(2) The owner of a project receiving assistance
for capital improvements shall agree to contrib-

ute assistance to such project in such amounts,
from such sources, and in such manner as the
Secretary determines to be appropriate.

(3) The Secretary may provide assistance for
capital improvements under this section if the
Secretary finds that the reserve funds estab-
lished by the owner of a project for the purpose
of making capital improvements are insufficient
to finance both the capital improvements for
which such assistance is to be used and other
capital improvements that are reasonably ex-
pected to be required in the near future, and
such insufficiency is not the result of the failure
of such owner to comply with any standard es-
tablished by the Secretary for management of
such reserve funds.
(l) Amount of assistance for capital improve-

ments; term of loan; rate of interest; allow-
ance for administrative costs and probable
program losses; nondischargeable liability;
other forms for loans

(1) The principal amount of any assistance for
capital improvements under this section that is
provided to the owner of a project shall not ex-
ceed the difference between the contribution
made by the owner in accordance with sub-
section (k)(2) of this section and the sum of—

(A) the amount determined by the Secretary
to be necessary for such owner to make cap-
ital improvements with respect to capital
items that have failed, or are likely to deterio-
rate seriously or fail in the near future, in
such projects;

(B) the amount determined by the Secretary
to be necessary to carry out a plan to upgrade
the capital items being improved, and any
other capital items determined by the Sec-
retary to be associated with such capital
items being improved and to require upgrad-
ing, to meet cost-effective energy efficiency
standards prescribed by the Secretary; and

(C) the amount determined by the Secretary
to be necessary to comply with the require-
ments of section 794 of title 29.

(2)(A) The term of any assistance for capital
improvements in the form of a loan under this
section shall not exceed the remaining term of
the mortgage of the project with respect to
which such loan is provided.

(B) Each loan for capital improvements pro-
vided under this section shall bear interest at a
rate determined by the Secretary to be appro-
priate, except that—

(i) such rate shall not be more than 3 per-
centage points below a rate determined by the
Secretary of the Treasury taking into consid-
eration the average interest rate on all inter-
est bearing obligations of the United States
then forming a part of the public debt, com-
puted at the end of the fiscal year next preced-
ing date on which the loan is made, adjusted
to the nearest 1/8 of 1 percent, plus an allow-
ance adequate in the judgment of the Sec-
retary of Housing and Urban Development to
cover administrative costs and probable losses
under the program; and

(ii) such interest rate plus such allowance
shall not exceed 6 percent per annum nor be
less than 3 percent per annum.

(C) Each loan for capital improvements pro-
vided under this section shall be considered to
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be a liability of the project involved, and shall
not be dischargeable in any bankruptcy proceed-
ing under section 727, 1141, or 1328(b) of title 11.

(D) The Secretary may establish such addi-
tional conditions on loans provided under this
section as the Secretary determines to be appro-
priate. The Secretary may require owners re-
ceiving assistance for capital improvements
under this section to retain the housing as hous-
ing affordable for very low-income families or
persons, low-income families or persons and
moderate-income families or persons for the re-
maining useful life of the housing. For purposes
of this section, the term ‘‘remaining useful life’’
means, with respect to housing assisted under
this section, the period during which the phys-
ical characteristics of the housing remain in a
condition suitable for occupancy, assuming nor-
mal maintenance and repairs are made and
major systems and capital components are re-
placed as becomes necessary.

(E) The Secretary may provide more than one
loan or assistance in any other form to any
project under this section, if each loan or other
assistance complies with the provisions of this
section.
(m) Rental payment increases; minimization of

increases
(1) Increases in rental payments that may

occur as a result of the debt service and other
expenses of a loan for capital improvements pro-
vided under this section for a project subject to
a plan of action approved under subtitle B of the
Emergency Low Income Housing Preservation
Act of 1987 shall be governed by the rent agree-
ments entered into under such subtitle.

(2) In order to minimize any increases in rent-
al payments that may occur as a result of the
debt service and other expenses of a loan for
capital improvements provided under this sec-
tion for a project and that would be incurred by
lower income residents of the project involved
whose rental payments are, or would as a result
of such expenses be, in excess of the amount al-
lowable if section 3(a) of the United States
Housing Act of 1937 [42 U.S.C. 1437a(a)] were ap-
plicable to such residents, or where appropriate
to implement a plan of action under subtitle B
of the Emergency Low Income Housing Preser-
vation Act of 1987, the Secretary may take any
or all of the following actions:

(A) Provide assistance with respect to such
project under section 8 of the United States
Housing Act of 1937 [42 U.S.C. 1437f], to the ex-
tent amounts are available for such assistance
and without regard to section 16 of such Act
[42 U.S.C. 1437n].

(B) Notwithstanding subsection (l)(2)(B) of
this section, reduce the rate of interest
charged on such loan to a rate of not less than
1 percent.

(C) Increase the term of such loan to a term
that does not exceed the remaining term of
the mortgage on such project.

(D) Increase the amount of assistance to be
provided by the owner of such project under
subsection (k)(2) of this section, if applicable,
to an amount not to exceed 30 percent of the
total estimated cost of the capital improve-
ments involved.

(E) Permit repayment of the debt service to
be deferred as long as the low and moderate
income character of the project is maintained
in accordance with subsection (d) of this sec-
tion.

(n) Allocation of assistance
(1) Set-aside

In providing, and contracting to provide, as-
sistance for capital improvements under this
section, in each fiscal year the Secretary shall
set aside an amount, as determined by the
Secretary, for projects that are eligible for in-
centives under section 224(b) of the Emergency
Low Income Housing Preservation Act of 1987,
as such section existed before November 28,
1990. The Secretary may make such assistance
available on a noncompetitive basis.
(2) General rules for allocation

Except as provided in paragraph (3), with re-
spect to assistance under this section not set
aside for projects under paragraph (1), the Sec-
retary—

(A) may award assistance on a non-
competitive basis; and

(B) shall award assistance to eligible
projects on the basis of—

(i) the extent to which the project is
physically or financially troubled, as evi-
denced by the comprehensive needs assess-
ment submitted in accordance with title
IV of the Housing and Community Devel-
opment Act of 1992; and

(ii) the extent to which such assistance
is necessary and reasonable to prevent the
default of federally insured mortgages.

(3) Exceptions
The Secretary may make exceptions to se-

lection criteria set forth in paragraph (2)(B) to
permit the provision of assistance to eligible
projects based upon—

(A) the extent to which such assistance is
necessary to prevent the imminent fore-
closure or default of a project whose owner
has not submitted a comprehensive needs as-
sessment pursuant to title IV of the Housing
and Community Development Act of 1992;

(B) the extent to which the project pre-
sents an imminent threat to the life, health,
and safety of project residents; or

(C) such other criteria as the Secretary
may specify by regulation or by notice
printed in the Federal Register.

(4) Considerations
In providing assistance under this section,

the Secretary shall take into consideration—
(A) the extent to which there is evidence

that there will be significant opportunities
for residents (including a resident council or
resident management corporation, as appro-
priate) to be involved in the management of
the project (except that this paragraph shall
have no application to projects that are
owned as cooperatives); and

(B) the extent to which there is evidence
that the project owner has provided com-
petent management and complied with all
regulatory and administrative requirements.

(o) Coordination of assistance
The Secretary shall coordinate the allocation

of assistance under this section with assistance
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made available under section 8(v) of the United
States Housing Act of 1937 [42 U.S.C. 1437f(v)]
and section 1701z–11 of this title to enhance the
cost effectiveness of the Federal response to
troubled multifamily housing.
(p) Enhanced voucher eligibility

Notwithstanding any other provision of law,
any project that receives or has received assist-
ance under this section and which is the subject
of a transaction under which the project is pre-
served as affordable housing, as determined by
the Secretary, shall be considered eligible low-
income housing under section 229 of the Low-In-
come Housing Preservation and Resident Home-
ownership Act of 1990 (12 U.S.C. 4119) for pur-
poses of eligibility of residents of such project
for enhanced voucher assistance provided under
section 8(t) of the United States Housing Act of
1937 (42 U.S.C. 1437f(t)) (pursuant to section 223(f)
of the Low-Income Housing Preservation and
Resident Homeownership Act of 1990 (12 U.S.C.
4113(f))).

(Pub. L. 95–557, title II, § 201, Oct. 31, 1978, 92
Stat. 2084; Pub. L. 96–153, title II, §§ 205(a), 211(c),
Dec. 21, 1979, 93 Stat. 1108, 1110; Pub. L. 96–399,
title II, § 204(a), Oct. 8, 1980, 94 Stat. 1629; Pub. L.
97–35, title III, §§ 321(f)(1), (2), 329C, Aug. 13, 1981,
95 Stat. 399, 400, 409; Pub. L. 98–181, title II,
§ 217(a), (b), Nov. 30, 1983, 97 Stat. 1186; Pub. L.
98–479, title II, § 204(n)(1), (2), Oct. 17, 1984, 98
Stat. 2234; Pub. L. 100–242, title I, §§ 185, 186(b),
Feb. 5, 1988, 101 Stat. 1873, 1877; Pub. L. 100–628,
title X, § 1011(a), Nov. 7, 1988, 102 Stat. 3268; Pub.
L. 101–235, title I, § 109(c), title II, § 203(a)(2), Dec.
15, 1989, 103 Stat. 2011, 2037; Pub. L. 101–625, title
V, § 578(b), (c), Nov. 28, 1990, 104 Stat. 4244, 4245;
Pub. L. 102–550, title IV, §§ 405, 406, 408(a), Oct. 28,
1992, 106 Stat. 3776, 3778; Pub. L. 103–233, title I,
§ 103(b), Apr. 11, 1994, 108 Stat. 359; Pub. L.
105–276, title V, § 550(g), Oct. 21, 1998, 112 Stat.
2610; Pub. L. 106–74, title V, § 536, Oct. 20, 1999, 113
Stat. 1121.)

REFERENCES IN TEXT

The National Housing Act, as amended, referred to in
subsecs. (a), (b), (c)(1)(A), and (d)(3), is act June 27, 1934,
ch. 847, 48 Stat. 1246, as amended, which is classified
principally to this chapter (§ 1701 et seq.). For complete
classification of this Act to the Code, see section 1701
of this title and Tables.

The United States Housing Act of 1937, referred to in
subsec. (a), is act Sept. 1, 1937, ch. 896, as revised gener-
ally by Pub. L. 93–383, title II, § 201(a), Aug. 22, 1974, 88
Stat. 653, which is classified generally to chapter 8
(§ 1437 et seq.) of Title 42, The Public Health and Wel-
fare. For complete classification of this Act to the
Code, see Short Title note set out under section 1437 of
Title 42 and Tables.

The Housing Act of 1959, referred to in subsec. (a), is
Pub. L. 86–372, Sept. 23, 1959, 73 Stat. 654, as amended.
For complete classification of this Act to the Code, see
Short Title of 1959 Amendment note set out under sec-
tion 1701 of this title and Tables.

The Housing and Urban Development Act of 1965, as
amended, referred to in subsecs. (a), (c)(1)(A), (B), and
(h), is Pub. L. 89–117, Aug. 10, 1965, 79 Stat. 451, as
amended. Section 101 of the Act enacted section 1701s of
this title and amended sections 1451 and 1465 of Title 42,
The Public Health and Welfare. For complete classi-
fication of this Act to the Code, see Short Title of 1965
Amendment note set out under section 1701 of this title
and Tables.

Section 23 of the United States Housing Act of 1937,
referred to in subsec. (c)(1)(B), was classified to section

1421b of Title 42 and was omitted in the general revision
of the United States Housing Act of 1937 by Pub. L.
93–383, title II, § 201(a), Aug. 22, 1974, 88 Stat. 653.

Public Law 100–4–4 (102 Stat. 1018), referred to in sub-
sec. (j)(1), probably means Pub. L. 100–404, Aug. 19, 1988,
102 Stat. 1014, known as the Department of Housing and
Urban Development—Independent Agencies Appropria-
tions Act, 1989. Provisions appearing on 102 Stat. 1018 of
Pub. L. 100–404 relating to transfer of funds from the
‘‘Flexible subsidy fund’’ for carrying out community
development grants programs are not classified to the
Code.

The Emergency Low Income Housing Preservation
Act of 1987, referred to in subsecs. (m) and (n)(1), is title
II of Pub. L. 100–242, Feb. 5, 1988, 101 Stat. 1877, which,
as amended by Pub. L. 101–625, is known as the Low-In-
come Housing Preservation and Resident Homeowner-
ship Act of 1990, and is classified principally to chapter
42 (§ 4101 et seq.) of this title. Section 224(b) and subtitle
B of title II, which were formerly set out as a note
under section 1715l of this title and which amended sec-
tion 1715z–6 of this title, were amended generally by
Pub. L. 101–625 on Nov. 28, 1990, and are classified gener-
ally to subchapter I (§ 4101 et seq.) of chapter 42 of this
title. For provisions similar to those contained in
former section 224(b), see section 4109(b) of this title.
For complete classification of this Act to the Code, see
Short Title note set out under section 4101 of this title
and Tables.

The Housing and Community Development Act of
1992, referred to in subsec. (n)(2)(B)(i), (3)(A), is Pub. L.
102–550, Oct. 28, 1992, 106 Stat. 3672. Title IV of the Act
amended this section, section 1715z–1 of this title, and
section 12710 of Title 42, The Public Health and Welfare,
and enacted provisions set out as a note below. For
complete classification of this Act to the Code, see
Short Title of 1992 Amendment note set out under sec-
tion 5301 of Title 42 and Tables.

CODIFICATION

Another subsec. (k) of section 201 of Pub. L. 95–557
amended section 1715z–1 of this title.

Section was enacted as part of the Housing and Com-
munity Development Amendments of 1978, and not as
part of the National Housing Act which comprises this
chapter.

AMENDMENTS

1999—Subsec. (p). Pub. L. 106–74 added subsec. (p).
1998—Subsec. (m)(2)(A). Pub. L. 105–276 substituted

‘‘section 8’’ for ‘‘section 8(b)(1)’’.
1994—Subsec. (i). Pub. L. 103–233, § 103(b)(1), struck out

subsec. (i) which read as follows: ‘‘Notwithstanding any
other provision of law, in exercising any authority re-
lating to the approval or disapproval of rentals charged
tenants residing in projects which are eligible for as-
sistance under this section, the Secretary—

‘‘(1) shall consider whether the mortgagor could
control increases in utility costs by securing more fa-
vorable utility rates, by undertaking energy con-
servation measures which are financially feasible and
cost effective, or by taking other financially feasible
and cost-effective actions to increase energy effi-
ciency or to reduce energy consumption; and

‘‘(2) may, in his discretion, adjust the amount of a
proposed rental increase where he finds the mortga-
gor could exercise such control.’’
Subsec. (k)(2). Pub. L. 103–233, § 103(b)(2), substituted

a period for ‘‘, except that—
‘‘(A) such contribution shall not be less than 20 per-

cent of the total estimated cost of the capital im-
provements involved, unless the Secretary, upon ap-
plication of the owner, determines that such con-
tribution is financially infeasible and waives or re-
duces such contribution to the extent necessary;

‘‘(B) the Secretary may not require an amount to
be contributed, from the reserve funds established by
the owner of such projects for the purpose of making
capital improvements, in excess of 50 percent of the
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amount of such reserve funds on the date of such
loan;

‘‘(C) The Secretary shall waive the requirements of
this paragraph if such owner is a private nonprofit
corporation or an association; and

‘‘(D) the Secretary shall give owners credit for ad-
vances made to the project during a 3-year period
prior to the application for assistance.’’
Subsec. (n). Pub. L. 103–233, § 103(b)(3), amended sub-

sec. (n) generally. Prior to amendment, subsec. (n) read
as follows:

‘‘(n)(1) The Secretary shall award assistance under
this section to eligible projects on the basis of the fol-
lowing selection criteria:

‘‘(A) The extent to which the project presents an
imminent threat to the life, health, and safety of
project residents.

‘‘(B) The extent to which the project is financially
troubled.

‘‘(C) The extent of physical improvements needed
by the project as evidenced by the comprehensive
needs assessment submitted in accordance with title
IV of the Housing and Community Development Act
of 1992.

‘‘(D) The extent to which there is evidence that
there will be significant opportunities for residents
(including a resident council or resident management
corporation, as appropriate) to be involved in man-
agement of the project (except that this paragraph
shall have no application to projects that are owned
as cooperatives).

‘‘(E) The extent to which there is evidence that the
project owner has provided competent management
and complied with all regulatory and administrative
instructions (including such instructions with respect
to the comprehensive servicing of multifamily
projects as the Secretary may issue).

‘‘(F) Such other criteria as the Secretary may
specify by regulation or in a Federal Register notice
of fund availability.
‘‘(2) Eligible projects that have federally insured

mortgages in force are to be selected for award of as-
sistance under this section before any other eligible
project.’’

Subsecs. (o), (p). Pub. L. 103–233, § 103(b)(4) redesig-
nated subsec. (p) as (o) and struck out former subsec.
(o) which read as follows: ‘‘Projects receiving assist-
ance under this section are not eligible for prepayment
incentives under the Emergency Low-Income Housing
Preservation Act of 1987 or the Low-Income Housing
Preservation and Resident Homeownership Act of 1990.
Projects receiving financial assistance under such Acts
are not eligible for assistance under this section.’’

1992—Subsec. (d)(5). Pub. L. 102–550, § 405(a)(1), struck
out ‘‘and’’ at end.

Subsec. (d)(6). Pub. L. 102–550, § 406, which directed in-
sertion, before period at end, of ‘‘; and except that the
Secretary shall review and approve or disapprove each
plan not later than the expiration of the 30-day period
beginning upon the date of submission of the plan to
the Secretary by the owner, but if the Secretary fails
to inform the owner of approval or disapproval of the
plan within such period the plan shall be considered to
have been approved’’, was executed by making the in-
sertion before the concluding semicolon to reflect the
probable intent of Congress and the intervening amend-
ment by Pub. L. 102–550, § 405(a)(2). See below.

Pub. L. 102–550, § 405(a)(2), substituted semicolon for
period at end.

Subsec. (d)(7) to (10). Pub. L. 102–550, § 405(a)(3), added
pars. (7) to (10).

Subsec. (j)(5). Pub. L. 102–550, § 408(a), amended par.
(5) generally. Prior to amendment, par. (5) read as fol-
lows: ‘‘There are authorized to be appropriated for as-
sistance under the flexible subsidy fund not to exceed
$50,000,000 for fiscal year 1991 and $52,200,000 for fiscal
year 1992.’’

Subsec. (k)(2)(D). Pub. L. 102–550, § 405(e), added sub-
par. (D).

Subsec. (k)(4). Pub. L. 102–550, § 405(b)(1), struck out
par. (4) which read as follows: ‘‘In providing, and con-

tracting to provide, assistance for capital improve-
ments under this section, the Secretary shall—

‘‘(A) give priority to projects that are eligible for
incentives under section 224(b) of the Emergency Low
Income Housing Preservation Act of 1987; and

‘‘(B) with respect to any amounts not required for
projects under subparagraph (A), give priority among
other projects based on the extent to which—

‘‘(i) the capital improvements for which such as-
sistance is requested are immediately required;

‘‘(ii) the projects serve as the residences of lower
income families, and the extent which other suit-
able housing is unavailable for such families in the
areas in which such projects are located;

‘‘(iii) the capital improvements for which such as-
sistance is requested involve the life, safety, or
health of the residents of the project or involve
major capital improvements in the projects; and

‘‘(iv) the projects demonstrate the greatest finan-
cial distress, while continuing to meet the require-
ments of subsection (d)(1) of this section.’’

Subsec. (l)(2)(D). Pub. L. 102–550, § 405(c), inserted at
end ‘‘The Secretary may require owners receiving as-
sistance for capital improvements under this section to
retain the housing as housing affordable for very low-
income families or persons, low-income families or per-
sons and moderate-income families or persons for the
remaining useful life of the housing. For purposes of
this section, the term ‘remaining useful life’ means,
with respect to housing assisted under this section, the
period during which the physical characteristics of the
housing remain in a condition suitable for occupancy,
assuming normal maintenance and repairs are made
and major systems and capital components are re-
placed as becomes necessary.’’

Subsec. (n). Pub. L. 102–550, § 405(b)(2), added subsec.
(n).

Subsec. (o). Pub. L. 102–550, § 405(d), added subsec. (o).
Subsec. (p). Pub. L. 102–550, § 405(f), added subsec. (p).
1990—Subsec. (j)(1). Pub. L. 101–625, § 578(c), inserted

before period at end ‘‘and shall not (except as provided
in Public Law 100–4–4 (102 Stat. 1018), as in effect on Oc-
tober 1, 1988) be made available for any other purpose’’.

Subsec. (j)(5). Pub. L. 101–625, § 578(b), added par. (5).
1989—Subsec. (j)(2). Pub. L. 101–235, § 109(c), added cl.

(E).
Subsec. (m)(2). Pub. L. 101–235, § 203(a)(2)(B)(i), (ii),

struck out ‘‘not subject to paragraph (1)’’ after ‘‘for a
project’’ and inserted ‘‘, or where appropriate to imple-
ment a plan of action under subtitle B of the Emer-
gency Low Income Housing Preservation Act of 1987’’
after second reference to ‘‘residents’’.

Subsec. (m)(2)(B). Pub. L. 101–235, § 203(a)(2)(A), sub-
stituted ‘‘Notwithstanding subsection (l)(2)(B) of this
section, reduce’’ for ‘‘Reduce’’.

Subsec. (m)(2)(E). Pub. L. 101–235, § 203(a)(2)(B)(iii),
added subpar. (E).

1988—Pub. L. 100–242, § 185(h), struck out ‘‘Operating’’
before ‘‘assistance’’ in section catchline.

Subsec. (a). Pub. L. 100–242, § 185(a), inserted ‘‘to per-
mit capital improvements to be made to maintain cer-
tain projects as decent, safe, and sanitary housing,’’
after ‘‘management,’’.

Pub. L. 100–242, § 186(b)(1), inserted reference to Hous-
ing Act of 1959.

Subsec. (c)(1)(A). Pub. L. 100–242, § 186(b)(2), inserted
before semicolon at end ‘‘, or received a loan under sec-
tion 202 of the Housing Act of 1959 more than 15 years
before the date on which assistance is made available
under this section’’.

Subsec. (c)(1)(B). Pub. L. 100–242, § 185(b), inserted
‘‘section 23 of the United States Housing Act of 1937, as
in effect immediately before January 1, 1975,’’ after ‘‘is
assisted under’’.

Subsec. (d)(1). Pub. L. 100–242, § 185(c)(1), inserted ‘‘or
physical’’ after ‘‘maintain the financial’’.

Subsec. (d)(6). Pub. L. 100–242, § 185(c)(2), inserted at
end ‘‘; except that the Secretary may excuse an owner
from compliance with the plan requirement set forth in
this paragraph in any case in which such owner seeks
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only assistance for capital improvements under this
section’’.

Subsec. (f)(1). Pub. L. 100–242, § 185(d)(1), inserted par-
enthetical exception relating to projects assisted only
for capital improvements.

Subsec. (f)(4). Pub. L. 100–242, § 185(d)(2), substituted
‘‘payments for any year for a project (other than a
project receiving assistance only for capital improve-
ments) may not exceed’’ for ‘‘payments for any year
may not exceed’’.

Subsec. (g). Pub. L. 100–242, § 185(e), inserted ‘‘, to the
extent applicable’’ after ‘‘provided’’.

Subsec. (j). Pub. L. 100–242, § 185(f), in amending sub-
sec. (j) generally, substituted provisions relating to the
establishment, contents, and use of a revolving fund to
be known as the Flexible Subsidy Fund, for provisions
authorizing appropriations under this section for fiscal
years 1979 through 1982.

Subsec. (j)(4). Pub. L. 100–628 substituted ‘‘shall, to
the extent of approvable applications and subject to
paragraph (1), use not less than $30,000,000 or 40 percent
(whichever is less) of the amounts available’’ for ‘‘may
use not more than $50,000,000’’; and inserted at end
‘‘Any amount reserved under this paragraph for assist-
ance for capital improvements that is not used before
the last 60 days of a fiscal year shall become available
for other assistance under this section.’’

Subsecs. (k) to (m). Pub. L. 100–242, § 185(g), added
subsecs. (k) to (m).

1984—Subsec. (c). Pub. L. 98–479, § 204(n)(1), sub-
stituted ‘‘A’’ for ‘‘a’’ in provisions before subpar. (A).

Subsec. (j). Pub. L. 98–479, § 204(n)(2), substituted ‘‘sec-
tion 236(f)(3)’’ for ‘‘section 236(f)(3)(B)’’.

1983—Subsec. (a). Pub. L. 98–181, § 217(a)(1), (b)(1), in-
serted ‘‘without regard to whether such projects are in-
sured under the National Housing Act’’, and sub-
stituted ‘‘, the United States Housing Act of 1937, or’’
for ‘‘or under’’.

Subsec. (b). Pub. L. 98–181, § 217(a)(2), inserted
‘‘, without regard to whether such projects are insured
under the National Housing Act’’.

Subsec. (c)(1)(A). Pub. L. 98–181, § 217(a)(3), struck out
‘‘; except that, in the case of any such project which is
not insured under the National Housing Act such as-
sistance may not be provided before October 1, 1979’’
after ‘‘Act of 1965’’.

Subsec. (c)(1)(B), (C). Pub. L. 98–181, § 217(b)(2), added
subpar. (B) and redesignated former subpar. (B) as (C).

1981—Subsec. (f)(1)(D). Pub. L. 97–35, § 329C(1), added
subpar. (D).

Subsec. (h). Pub. L. 97–35, § 321(f)(2), added subsec. (h).
Former subsec. (h) redesignated (j).

Subsec. (i). Pub. L. 97–35, § 329C(2), added subsec. (i).
Subsec. (j). Pub. L. 97–35, § 321(f)(1), (2)(A), redesig-

nated former subsec. (h) as (j) and authorized appro-
priation for fiscal year 1982.

1980—Subsec. (h). Pub. L. 96–399 authorized appropria-
tions for fiscal year 1981.

1979—Subsec. (d)(1). Pub. L. 96–153, § 211(c), inserted
requirement that the owner agree to maintain the low-
and moderate-income character of such project for a
period at least equal to the remaining term of the proj-
ect mortgage.

Subsec. (h). Pub. L. 96–153, § 205(a), authorized appro-
priations for fiscal year 1980.

EFFECTIVE DATE OF 1998 AMENDMENT

Amendment by title V of Pub. L. 105–276 effective and
applicable beginning upon Oct. 1, 1999, except as other-
wise provided, with provision that Secretary may im-
plement amendment before such date, except to extent
that such amendment provides otherwise, and with sav-
ings provision, see section 503 of Pub. L. 105–276, set out
as a note under section 1437 of Title 42, The Public
Health and Welfare.

EFFECTIVE DATE OF 1994 AMENDMENT

Section 103(c) of Pub. L. 103–233 provided that:
‘‘(1) IN GENERAL.—Except as provided in paragraph (2),

the amendments made by subsections (a) and (b)

[amending this section and provisions set out below]
shall apply with respect to amounts made available for
fiscal year 1994 and fiscal years thereafter.

‘‘(2) EXCEPTION.—Section 201(n)(1) of the Housing and
Community Development Amendments of 1978 [subsec.
(n)(1) of this section] (as added by the amendment made
by subsection (b)(3) of this section) shall take effect on
the date of enactment of this Act [Apr. 11, 1994].

‘‘(3) NOTICE.—The Secretary shall, by notice pub-
lished in the Federal Register, establish any require-
ments necessary to implement the amendments made
by subsections (a) and (b). The notice shall invite pub-
lic comments and, not later than 12 months after the
date on which the notice is published, the Secretary
shall issue final regulations based on the initial notice,
taking into consideration any public comments re-
ceived.’’

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

ALTERNATIVE USES FOR PREVENTION OF DEFAULT

Section 103(h) of Pub. L. 103–233 provided that:
‘‘(1) IN GENERAL.—Subject to notice to and comment

by existing tenants, to prevent the imminent default of
a multifamily housing project subject to a mortgage
insured under title II of the National Housing Act [12
U.S.C. 1707 et seq.], the Secretary may authorize the
mortgagor to use the project for purposes not con-
templated by or permitted under the regulatory agree-
ment, if—

‘‘(A) such other uses are acceptable to the Sec-
retary;

‘‘(B) such other uses would be otherwise insurable
under title II of the National Housing Act;

‘‘(C) the outstanding principal balance on the mort-
gage covering such project is not increased;

‘‘(D) any financial benefit accruing to the mortga-
gor shall, subject to the discretion of the Secretary,
be applied to project reserves or project rehabilita-
tion; and

‘‘(E) such other use serves a public purpose.
‘‘(2) DISPLACEMENT PROTECTION.—The Secretary may

take actions under paragraph (1) only if—
‘‘(A) tenant-based rental assistance under section 8

of the United States Housing Act of 1937 [42 U.S.C.
1437f] is made available to each eligible family resid-
ing in the project that is displaced as a result of such
actions; and

‘‘(B) the Secretary determines that sufficient habit-
able, affordable (as such term is defined in section
203(b) of the Housing and Community Development
Amendments of 1978 [12 U.S.C. 1701z–11(b)]) rental
housing is available in the market area in which the
project is located to ensure use of such assistance.
‘‘(3) IMPLEMENTATION.—The Secretary shall, by notice

published in the Federal Register, which shall take ef-
fect upon publication, establish such requirements as
may be necessary to implement the amendments made
by this subsection. The notice shall invite public com-
ments and, not later than 12 months after the date on
which the notice is published, the Secretary shall issue
final regulations based on the initial notice, taking
into account any public comments received.’’

MULTIFAMILY HOUSING PLANNING AND INVESTMENT
STRATEGIES

Pub. L. 102–550, title IV, §§ 401–404, Oct. 28, 1992, 106
Stat. 3773–3775, as amended by Pub. L. 103–233, title I,
§ 103(a)(1)–(5), Apr. 11, 1994, 108 Stat. 358, 359, provided
that:

‘‘SEC. 401. DEFINITIONS.
‘‘For purposes of this title [amending this section,

section 1715z–1 of this title and section 12710 of Title 42,
The Public Health and Welfare]:

‘‘(1) COVERED MULTIFAMILY HOUSING PROPERTY.—The
term ‘covered multifamily housing property’ means
any housing—
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‘‘(A) that is—
‘‘(i) reserved for occupancy by very low-income

elderly persons pursuant to section 202(d)(1) of the
Housing Act of 1959 [12 U.S.C. 1701q(d)(1)];

‘‘(ii) assisted under the provisions of section 202
of the Housing Act of 1959 (as such section existed
before the effectiveness of the amendment made
by section 801(a) of the Cranston-Gonzalez Na-
tional Affordable Housing Act [Pub. L. 101–625]);

‘‘(iii) financed by a loan or mortgage insured,
assisted, or held by the Secretary or a State or
State agency under section 236 of the National
Housing Act [12 U.S.C. 1715z–1]; or

‘‘(iv) financed by a loan or mortgage insured or
held by the Secretary pursuant to section
221(d)(3) of the National Housing Act [12 U.S.C.
1715l(d)(3)]; and
‘‘(B) that is not eligible for assistance under—

‘‘(i) the Low-Income Housing Preservation and
Resident Homeownership Act of 1990 [12 U.S.C.
4101 et seq.];

‘‘(ii) the provisions of the Emergency Low In-
come Housing Preservation Act of 1987 [see Ref-
erences in Text note above] (as in effect imme-
diately before the date of the enactment of the
Cranston-Gonzalez National Affordable Housing
Act [Nov. 28, 1990]); or

‘‘(iii) the HOME Investment Partnerships Act
[42 U.S.C. 12721 et seq.].

‘‘(2) COVERED MULTIFAMILY HOUSING PROPERTY FOR
THE ELDERLY.—The term ‘covered multifamily hous-
ing property for the elderly’ means any multifamily
housing project that was designed or designated to
serve, or is serving, elderly persons or families and is
assisted under a program administered by the Sec-
retary.

‘‘(3) SECRETARY.—The term ‘Secretary’ means the
Secretary of Housing and Urban Development.

‘‘SEC. 402. REQUIRED SUBMISSION.
‘‘(a) IN GENERAL.—The owner of each covered multi-

family housing property, and the owner of each covered
multifamily housing property for the elderly, shall sub-
mit to the Secretary of Housing and Urban Develop-
ment a comprehensive needs assessment of the prop-
erty under this title. The assessment shall be prepared
by an entity that does not have an identity of interest
with the owner.

‘‘(b) TIMING.—To ensure that assessments for all cov-
ered multifamily housing properties will be submitted
on or before the conclusion of fiscal year 1997, the Sec-
retary shall require the owners of such properties, in-
cluding covered multifamily housing properties for the
elderly, to submit the assessments for the properties in
accordance with the following schedule:

‘‘(1) For fiscal year 1994, 10 percent of the aggregate
number of such properties.

‘‘(2) For each of fiscal years 1995, 1996, and 1997, an
additional 30 percent of the aggregate number of such
properties.

‘‘SEC. 403. CONTENTS.
‘‘(a) IN GENERAL.—Each comprehensive needs assess-

ment submitted under this title for a covered multi-
family housing property or a covered multifamily hous-
ing property for the elderly shall contain the following
information with respect to the property:

‘‘(1) A description of any financial or other assist-
ance currently needed for the property to ensure that
the property is maintained in a livable condition and
to ensure the financial viability of the project.

‘‘(2) A description of any financial or other assist-
ance for the property that, at the time of the assess-
ment, is reasonably foreseeable as necessary to en-
sure that the property is maintained in a livable con-
dition and to ensure the financial viability of the
project, during the remaining useful life of the prop-
erty.

‘‘(3) A description of any resources available for
meeting the current and future needs of the property
described under paragraphs (1) and (2) and the likeli-
hood of obtaining such resources.

‘‘(4) A description of any assistance needed for the
property under programs administered by the Sec-
retary.
‘‘(b) PROJECTS FOR THE ELDERLY.—Each comprehen-

sive needs assessment for a covered multifamily hous-
ing property for the elderly shall include, in addition to
the information required under subsection (a), the fol-
lowing information with respect to the property:

‘‘(1) A description of the supportive service needs of
such residents and any supportive services provided
to elderly residents of the property.

‘‘(2) A description of any modernization needs and
activities for the property.

‘‘(3) A description of any personnel needs for the
property.

‘‘SEC. 404. SUBMISSION AND REVIEW.
‘‘(a) FORM.—The Secretary shall establish the form

and manner of submission of the comprehensive needs
assessments under this title.

‘‘(b) RESIDENT REVIEW.—The Secretary shall require
each owner of a covered multifamily housing property
and each owner of a covered multifamily housing prop-
erty for the elderly to make available to the residents
of the property the comprehensive needs assessment
that is to be submitted to the Secretary. The Secretary
shall require each owner to provide for such residents
to submit comments and opinions regarding the assess-
ment to the owner before the submission of the assess-
ment.

‘‘(c) STATE HOUSING FINANCE AGENCY REVIEW.—To the
extent that a covered multifamily housing property or
a covered multifamily housing property for the elderly
is financed or assisted by a State housing finance agen-
cy (as such term is defined in section 802 of the Housing
and Community Development Act of 1974 [42 U.S.C.
1440]), the Secretary shall require the owner of the
property to submit the comprehensive needs assess-
ment for the property to the State housing finance
agency upon submitting the assessment to the Sec-
retary.

‘‘(d) REVIEW.—
‘‘(1) IN GENERAL.—The Secretary shall review each

comprehensive needs assessment for completeness
and adequacy before the expiration of the 90-day pe-
riod beginning on the receipt of the assessment and
shall notify the owner of the property for which the
assessment was submitted of the findings of such re-
view.

‘‘(2) INCOMPLETE OR INADEQUATE ASSESSMENTS.—If
the Secretary determines that the assessment is sub-
stantially incomplete or inadequate, the Secretary
shall—

‘‘(A) notify the owner of the portion or portions of
the assessment requiring completion or other revi-
sion; and

‘‘(B) require the owner to submit an amended as-
sessment to the Secretary not later than 30 days
after such notification.

‘‘(e) COST OF PREPARATION OF STRATEGY.—The Sec-
retary shall consider any costs relating to preparing a
comprehensive needs assessment under this title for a
covered multifamily housing property that do not ex-
ceed $5,000 for the property as an eligible project ex-
pense for the property. The Secretary shall provide
that an owner may not increase the rental charge for
any unit in a covered multifamily housing property to
provide for the cost of preparing a comprehensive needs
assessment.

‘‘(f) PUBLICATION OF METHOD FOR RECEIVING CAPITAL
NEEDS ASSESSMENT.—The Secretary shall cause to be
published in the Federal Register the method by which
the Secretary determines which capital needs assess-
ments will be received each year in accordance with
section 402(b) and subsection (d) of this section.

‘‘(g) ANNUAL REVIEW AND REPORT OF FUNDING AND
TARGETING FOR COVERED MULTIFAMILY PROPERTIES FOR
THE ELDERLY.—

‘‘(1) REVIEW.—The Secretary shall annually conduct
a comprehensive review of—
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‘‘(A) the funding levels required to fully address
the needs of covered multifamily housing prop-
erties for the elderly identified in the comprehen-
sive needs assessments under section 403(b), specifi-
cally identifying any expenses necessary to make
substantial repairs and add features (such as con-
gregate dining facilities and commercial kitchens)
resulting from development of a property in com-
pliance with cost-containment requirements estab-
lished by the Secretary;

‘‘(B) the adequacy of the geographic targeting of
resources provided under programs of the Depart-
ment with respect to covered multifamily housing
properties for the elderly, based on information ac-
quired pursuant to section 403(b); and

‘‘(C) local housing markets throughout the
United States, with respect to the need, availabil-
ity, and cost of housing for elderly persons and fam-
ilies, which shall include review of any information
and plans relating to housing for elderly persons
and families included in comprehensive housing af-
fordability strategies submitted by jurisdictions
pursuant to section 105 of the Cranston-Gonzalez
National Affordable Housing Act [42 U.S.C. 12705].
‘‘(2) REPORT.—The Secretary of Housing and Urban

Development shall submit a report to the Congress
annually describing the results of the annual compre-
hensive needs assessments under section 402 for cov-
ered multifamily housing properties for the elderly
and the annual review conducted under paragraph (1)
of this subsection, which shall contain a description
of the methods used by project owners and by the
Secretary to acquire the information described in
section 402(b) and any findings and recommendations
of the Secretary pursuant to the review.’’
[For termination, effective May 15, 2000, of reporting

provisions in section 404(g)(2) of Pub. L. 102–550, set out
above, see section 3003 of Pub. L. 104–66, as amended, set
out as a note under section 1113 of Title 31, Money and
Finance, and page 104 of House Document No. 103–7.]

FUNDING OF MULTIFAMILY HOUSING PROJECTS; OPERAT-
ING, CAPITAL IMPROVEMENT AND LOAN MANAGEMENT
ASSISTANCE; AMOUNTS

Pub. L. 102–550, title IV, § 409, as added by Pub. L.
103–233, title I, § 103(a)(6), Apr. 11, 1994, 108 Stat. 359, pro-
vided that:

‘‘(a) ALLOCATION OF ASSISTANCE.—Based upon needs
identified in comprehensive needs assessments, and
subject to otherwise applicable program requirements,
including selection criteria, the Secretary may allocate
the following assistance to owners of covered multi-
family housing projects and may provide such assist-
ance on a noncompetitive basis:

‘‘(1) Operating assistance and capital improvement
assistance for troubled multifamily housing projects
pursuant to section 201 of the Housing and Commu-
nity Development Amendments of 1978 [Pub. L.
95–557, enacting this section, amending section 1715z–1
of this title, and enacting provisions set out as a note
under section 1715z–1 of this title], except for assist-
ance set aside under section 201(n)(1) [subsec. (n)(1) of
this section].

‘‘(2) Loan management assistance available pursu-
ant to section 8 of the United States Housing Act of
1937 [42 U.S.C. 1437f].
‘‘(b) OPERATING ASSISTANCE AND CAPITAL IMPROVE-

MENT ASSISTANCE.—In providing assistance under sub-
section (a) the Secretary shall use the selection cri-
teria set forth in section 201(n) of the Housing and
Community Development Amendments of 1978.

‘‘(c) AMOUNT OF ASSISTANCE.—The Secretary may
fund all or only a portion of the needs identified in the
capital needs assessment of an owner selected to re-
ceive assistance under this section.’’

CAPITAL ASSESSMENT STUDY

Section 204(c) of Pub. L. 101–235, as amended by Pub.
L. 101–625, title V, § 583, Nov. 28, 1990, 104 Stat. 4249, di-

rected Secretary of Housing and Urban Development to
conduct a study to determine physical renovation
needs of Nation’s federally-assisted multifamily hous-
ing inventory that is distressed, to estimate cost of
correcting deficiencies and subsequently maintaining
that inventory in adequate physical condition, and to
establish criteria to determine what housing qualifies
as distressed, with such criteria to include factors such
as serious deficiencies in original design, deferred
maintenance, physical deterioration or obsolescence of
major systems and other serious deficiencies in phys-
ical plant of a project, such study to examine and as-
sess adequacy of existing tools that are available to the
Secretary for modernization efforts including mortgage
insurance for rehabilitation loans, operating assistance
and capital improvement loans under the Flexible Sub-
sidy Program, with a detailed examination and assess-
ment of Flexible Subsidy Program required, and rental
assistance, and not later than Mar. 1, 1992, to submit to
Congress a detailed report setting forth findings as a
result of the study.

NATIONAL COMMISSION ON SEVERELY DISTRESSED
PUBLIC HOUSING

Title V of Pub. L. 101–235, as amended by Pub. L.
102–550, title I, § 127(a), Oct. 28, 1992, 106 Stat. 3710, es-
tablished a National Commission on Severely Dis-
tressed Public Housing to identify those public housing
projects in the Nation that are in a severe state of dis-
tress, to assess most promising strategies to improve
condition of severely distressed public housing projects
that have been implemented by public housing authori-
ties, other Government agencies at Federal, State and
local level, public housing tenants, and private sector,
and to develop national action plan to eliminate by
year 2000 unfit living conditions in public housing
projects determined by Commission to be most severely
distressed, provided for membership, functions, and
powers of the Commission, directed that, not later than
12 months after Commission is established, Commission
submit a final report to Secretary and to Congress con-
taining information, evaluations, and recommenda-
tions, authorized appropriations for Commission of not
to exceed $2,000,000 for fiscal year 1990 and $1,000,000 for
fiscal year 1991, and terminated Commission at the end
of Sept. 30, 1992.

MULTIFAMILY HOUSING CAPITAL IMPROVEMENTS ASSIST-
ANCE; REGULATIONS FOR IMPLEMENTATION OF PRO-
GRAM

Section 1011(b) of Pub. L. 100–628 provided that: ‘‘To
implement the amendments made by section 185 of the
Housing and Community Development Act of 1987 [Pub.
L. 100–242, amending this section], the Secretary of
Housing and Urban Development shall issue regulations
that become effective not later than February 5, 1989.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1701q–1, 1715l,
1715z–1, 1715z–1b, 1735f–15, 4109 of this title; title 42 sec-
tions 1437f, 3535.

§ 1715z�1b. Tenant participation in multifamily
housing projects

(a) Purpose; definitions
The purpose of this section is to recognize the

importance and benefits of cooperation and par-
ticipation of tenants in creating a suitable liv-
ing environment in multifamily housing proj-
ects and in contributing to the successful oper-
ation of such projects, including their good
physical condition, proper maintenance, secu-
rity, energy efficiency, and control of operating
costs. For the purpose of this section, the term
‘‘multifamily housing project’’ means a project
which is eligible for assistance as described in
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section 1715z–1a(c) of this title or section 1701q
of this title, or a project which receives project-
based assistance under section 1437f of title 42 or
enhanced vouchers under the Low-Income Hous-
ing Preservation and Resident Homeownership
Act of 1990 [12 U.S.C. 4101 et seq.], the provisions
of the Emergency Low Income Housing Preser-
vation Act of 1987, or the Multifamily Assisted
Housing Reform and Affordability Act of 1997.
(b) Rights of tenants

The Secretary shall assure that—
(1) where the Secretary’s written approval is

required with respect to an owner’s request for
rent increase, conversion of residential rental
units to any other use (including commercial
use or use as a unit in any condominium or co-
operative project), partial release of security,
or major physical alterations or where the
Secretary proposes to sell a mortgage secured
by a multifamily housing project, tenants
have adequate notice of, reasonable access to
relevant information about, and an oppor-
tunity to comment on such actions (and in the
case of a project owned by the Secretary, any
proposed disposition of the project) and that
such comments are taken into consideration
by the Secretary;

(2) project owners not interfere with the ef-
forts of tenants to obtain rent subsidies or
other public assistance;

(3) leases approved by the Secretary provide
that tenants may not be evicted without good
cause or without adequate notice of the rea-
sons therefor and do not contain unreasonable
terms and conditions; and

(4) project owners do not impede the reason-
able efforts of resident tenant organizations to
represent their members or the reasonable ef-
forts of tenants to organize.

(c) Regulations
The Secretary shall promulgate regulations to

carry out the provisions of this section not later
than 90 days after October 31, 1978.

(Pub. L. 95–557, title II, § 202, Oct. 31, 1978, 92
Stat. 2088; Pub. L. 97–35, title III, § 329F, Aug. 13,
1981, 95 Stat. 410; Pub. L. 100–242, title I, § 183(a),
(b), Feb. 5, 1988, 101 Stat. 1872; Pub. L. 105–276,
title V, § 599(a), Oct. 21, 1998, 112 Stat. 2660.)

REFERENCES IN TEXT

The Low-Income Housing Preservation and Resident
Homeownership Act of 1990, referred to in subsec. (a), is
title II of Pub. L. 100–242, Feb. 5, 1988, 101 Stat. 1877, as
amended, which is classified principally to chapter 42
(§ 4101 et seq.) of this title. For complete classification
of this Act to the Code, see Short Title note set out
under section 4101 of this title and Tables.

The Emergency Low Income Housing Preservation
Act of 1987, referred to in subsec. (a), is title II of Pub.
L. 100–242, Feb. 5, 1988, 101 Stat. 1877, which, as amended
by Pub. L. 101–625, is known as the Low-Income Hous-
ing Preservation and Resident Homeownership Act of
1990. Subtitles A and B of title II, which were formerly
set out as a note under section 1715l of this title and
which amended section 1715z–6 of this title, were
amended generally by Pub. L. 101–625 and are classified
to subchapter I (§ 4101 et seq.) of chapter 42 of this title.
Subtitles C and D of title II amended section 1715z–15 of
this title and sections 1437f, 1472, 1485, and 1487 of Title
42, The Public Health and Welfare. Another subtitle C
of title II of Pub. L. 100–242, as added by Pub. L. 102–550,
is classified generally to subchapter II (§ 4141 et seq.) of

chapter 42 of this title. For complete classification of
this Act to the Code, see Short Title note set out under
section 4101 of this title and Tables.

The Multifamily Assisted Housing Reform and Af-
fordability Act of 1997, referred to in subsec. (a), is title
V of Pub. L. 105–65, Oct. 27, 1997, 111 Stat. 1384. For com-
plete classification of this Act to the Code, see Short
Title of 1997 Amendment note set out under section 1701
of this title and Tables.

CODIFICATION

This section was enacted as part of the Housing and
Community Development Amendments of 1978, and not
as part of the National Housing Act which comprises
this chapter.

AMENDMENTS

1998—Subsec. (a). Pub. L. 105–276 inserted before pe-
riod at end ‘‘, or a project which receives project-based
assistance under section 1437f of title 42 or enhanced
vouchers under the Low-Income Housing Preservation
and Resident Homeownership Act of 1990, the provi-
sions of the Emergency Low Income Housing Preserva-
tion Act of 1987, or the Multifamily Assisted Housing
Reform and Affordability Act of 1997’’.

1988—Subsec. (a). Pub. L. 100–242, § 183(a), inserted ref-
erence to section 1701q of this title.

Subsec. (b)(1). Pub. L. 100–242, § 183(b), substituted ‘‘or
where the Secretary proposes to sell a mortgage se-
cured by a multifamily housing project’’ for ‘‘and the
Secretary deems it appropriate’’.

1981—Subsec. (b)(1). Pub. L. 97–35 substituted provi-
sions relating to request by the owner for rent in-
creases, etc., for provisions relating to action by the
owner.

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105–276, title V, § 599(b), Oct. 21, 1998, 112 Stat.
2660, provided that: ‘‘The amendment made by this sec-
tion [amending this section] is made on, and shall
apply beginning upon, the date of the enactment of this
Act [Oct. 21, 1998].’’

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

§ 1715z�1c. Regulation of rents in insured
projects

After December 1, 1987, the Secretary of Hous-
ing and Urban Development shall control rents
and charges as they were controlled prior to
April 19, 1983, for any multifamily housing
project insured under the National Housing Act
[12 U.S.C. 1701 et seq.] if—

(1) during the period of April 19, 1983,
through December 1, 1987, the project owner
and the Secretary have not executed, and the
project owner has not filed a written request
with the Secretary to enter into, an amend-
ment to the regulatory agreement pursuant to
regulations published by the Secretary on
April 19, 1983, or June 4, 1986, electing to de-
regulate rents or utilize an alternative for-
mula for determining the maximum allowable
rents pursuant to regulations published by the
Secretary on April 19, 1983, or June 4, 1986; and

(2)(A) the project was, as of December 1, 1987,
receiving a housing assistance payment under
a contract pursuant to section 1437f of title 42
(other than under the existing housing certifi-
cate program of section 1437f(b)(1) of title 42);
or

(B) not less than 50 percent of the units in
the project are occupied by lower income fami-
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1 Probably should be a reference to section 1437a(b)(2).
1 See References in Text note below.

2 So in original. There probably should be a closing paren-
thesis.

lies (as defined in section 1437a(a)(2) 1 of title
42).

(Pub. L. 100–242, title IV, § 425, Feb. 5, 1988, 101
Stat. 1915.)

REFERENCES IN TEXT

The National Housing Act, as amended, referred to in
text, is act June 27, 1934, ch. 847, 48 Stat. 1246, as
amended, which is classified principally to this chapter
(§ 1701 et seq.). For complete classification of this Act
to the Code, see section 1701 of this title and Tables.

CODIFICATION

Section was enacted as part of the Housing and Com-
munity Development Act of 1987, and not as part of the
National Housing Act which comprises this chapter.

§ 1715z�2. Special mortgage insurance assistance

(a) Purpose
The purpose of this section is to help provide

adequate housing for families of low and mod-
erate income, including those who, for reasons
of credit history, irregular income patterns
caused by seasonal employment, or other fac-
tors, are unable to meet the credit requirements
of the Secretary for the purchase of a single-
family home financed by a mortgage insured
under section 1709, 1715k, 1715l, 1715y, or
1715z(j)(4) of this title, but who, through the in-
centive of homeownership and counseling assist-
ance, appear to be able to achieve homeowner-
ship.

(b) Authorization to insure mortgages meeting
requirements of section

The Secretary is authorized upon application
by the mortgagee to insure under this section
not more than 26 percent of the total principal
obligation (including such initial service
charges, and such appraisal, inspection, and
other fees as the Secretary shall approve) of any
mortgage meeting the requirements of this sec-
tion.

(c) Eligibility for insurance
To be eligible for insurance under this section,

a mortgage shall—
(1) meet the requirements of section 1709 (ex-

cept subsection (m)),1 1715k(d)(3)(A), 1715l(d)(2),
(h)(5), (i), 1715y(c), or 1715z(j)(4) of this title,
except as such requirements are modified by
this section;

(2) involve a principal obligation (including
such initial service charges, and such ap-
praisal, inspection, and other fees, as the Sec-
retary shall approve) in an amount not to ex-
ceed $70,000;

(3) be executed by a mortgagor who the Sec-
retary has determined, after a full and com-
plete study of the case, would not be an ac-
ceptable credit risk for mortgage insurance
purposes under sections 1709, 1715k, 1715l,
1715y, or 1715z(j)(4) of this title, because of his
credit standing, debt obligations, total annual
income, or income characteristics, but who
the Secretary is satisfied would be a reason-
ably satisfactory credit risk, consistent with
the objectives stated in subsection (a) of this

section, if he were to receive budget, debt
management, and related counseling, prior to
and during the 12 months immediately follow-
ing the purchase of the property, from a com-
munity development financial institution
under section 4702(5) of this title: Provided,
That, in determining whether the mortgagor
is a reasonably satisfactory credit risk, the
Secretary shall review the credit history of
the applicant giving special consideration to
those delinquent accounts which were ulti-
mately paid by the applicant and to extenuat-
ing factors which may have caused credit ac-
counts of the applicant to become delinquent;
and the Secretary shall also give special con-
sideration to income characteristics of appli-
cants whose total income over the two years
prior to their applications has remained at
levels of eligibility (as required under para-
graph (4) of this subsection), but who, because
of the character of this seasonal employment
or for other reasons, have not maintained con-
tinuous employment under one employer dur-
ing that time;

(4) require monthly payments which, in com-
bination with local real estate taxes on the
property involved, do not exceed 36 per centum
of the applicant’s income, based on his average
monthly income during the year prior to his
application or the average monthly income
during the three years prior to his application,
whichever is higher; and

(5) require the mortgagor to be subject, if
necessary, to a default mitigation effort
undertaken by an intermediary community
development financial institution under sec-
tion 4702(5) of this title, that is acting as a
sponsor and pass-through of insurance under
section 1709 of this title and is approved by the
Secretary;

(6) involve a total principal obligation (in-
cluding such initial service charges, and such
appraisal, inspection, and other fees as the
Secretary shall approve) that is not more than
90 percent of the value of the property for
which the mortgage is provided; and

(7) involve a total principal obligation (in-
cluding such initial service charges, and such
appraisal, inspection, and other fees as the
Secretary shall approve) in which the mortga-
gor has equity (as defined by the Secretary) of
not less than 10 percent and such equity shall
be subordinate to the interest of the Secretary
in the mortgaged property.

(d) Preferences in approving mortgage insurance
applications and in providing counseling
services; eligible families

The Secretary shall give preference in approv-
ing mortgage insurance applications and in pro-
viding counseling services under this section (1)
to families which are eligible for assistance pay-
ments under section 1715z of this title, (2) to
families living in empowerment zones and enter-
prise communities (as those terms are defined in
section 1393(b) of title 26 2 who are eligible for
homeownership assistance, and (3) to families
living in public housing units, especially those
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1 See References in Text note below.

families required to leave public housing be-
cause their incomes have risen beyond the maxi-
mum prescribed income limits, and families eli-
gible for residence in public housing who have
been displaced from federally assisted urban re-
newal areas.
(e) Budget, debt management, and related coun-

seling services
The Secretary is authorized to provide, or con-

tract with community development financial in-
stitutions under section 4702(5) of this title to
provide, such budget, debt management, and re-
lated counseling services to mortgagors whose
mortgages are insured under this section as he
determines to be necessary to meet the objec-
tives of this section. The Secretary may also
provide such counseling to otherwise eligible
families who lack sufficient funds to supply a
down payment to help them to save an amount
necessary for that purpose.
(f) Aggregate principal balance of mortgages in-

sured
The aggregate principal balance of the por-

tions of mortgages insured under this section
and outstanding at one time shall not exceed
$200,000,000.
(g) Premium fee

Mortgages insured under this section shall be
subject to an insurance premium fee of not more
than 1.25 percent of the total mortgage principal
obligation (including such initial service
charges, and such appraisal, inspection, and
other fees as the Secretary shall approve).
(h) Assumption of loss

Before insuring a mortgage under this section,
the Secretary shall enter into such contracts or
other agreements as may be necessary to ensure
that the mortgagee or other holder of the mort-
gage shall assume not less than 10 percent and
not more than 50 percent of any loss on the in-
sured mortgage, subject to any reasonable limit
on the liability of the mortgagee or holder of
the mortgage that may be specified in the event
of unusual or catastrophic losses that may be in-
curred by any one mortgagee or mortgage hold-
er.
(i) Guarantees

No guarantees may be issued under section
1721(g) of this title for the timely payment of in-
terest or principal on securities backed, in
whole or in part, by mortgages insured under
this section.
(j) Authorization of appropriations

There are authorized to be appropriated such
sums as may be necessary to carry out the pro-
visions of subsection (e) of this section.

(June 27, 1934, ch. 847, title II, § 237, as added
Pub. L. 90–448, title I, § 102(a), Aug. 1, 1968, 82
Stat. 485; amended Pub. L. 91–152, title I, §§ 110,
113(j), Dec. 24, 1969, 83 Stat. 382, 385; Pub. L.
105–276, title V, § 599F(a), Oct. 21, 1998, 112 Stat.
2665.)

REFERENCES IN TEXT

Section 1709(m) of this title, referred to in subsec.
(c)(1), was repealed by Pub. L. 100–242, title IV, § 406(c),
Feb. 5, 1988, 101 Stat. 1902.

AMENDMENTS

1998—Subsec. (b). Pub. L. 105–276, § 599F(a)(1), inserted
‘‘not more than 26 percent of the total principal obliga-
tion (including such initial service charges, and such
appraisal, inspection, and other fees as the Secretary
shall approve) of’’ before ‘‘any mortgage’’.

Subsec. (c)(2). Pub. L. 105–276, § 599F(a)(2), substituted
‘‘$70,000;’’ for ‘‘$18,000: Provided, That the Secretary
may increase the amount to not exceed $21,000 in any
geographical area where he finds that cost levels so re-
quire: Provided further, That no mortgage meeting the
requirements of section 1709 (h) or (i) of this title shall
be eligible for insurance under this section if its prin-
cipal obligation is in excess of the maximum limits pre-
scribed in such section;’’.

Subsec. (c)(3). Pub. L. 105–276, § 599F(a)(3)(A), inserted
‘‘, prior to and during the 12 months immediately fol-
lowing the purchase of the property, from a community
development financial institution under section 4702(5)
of this title’’ after ‘‘budget, debt management, and re-
lated counseling’’.

Subsec. (c)(4). Pub. L. 105–276, § 599F(a)(4)(A), sub-
stituted ‘‘36’’ for ‘‘25’’.

Subsec. (c)(5) to (7). Pub. L. 105–276, § 599F(a)(3)(B),
(4)(B), (5), added pars. (5) to (7).

Subsec. (d). Pub. L. 105–276, § 599F(a)(6), substituted
‘‘(2) to families living in empowerment zones and enter-
prise communities (as those terms are defined in sec-
tion 1393(b) of title 26 who are eligible for homeowner-
ship assistance, and (3)’’ for ‘‘and (2)’’.

Subsec. (e). Pub. L. 105–276, § 599F(a)(7), substituted
‘‘community development financial institutions under
section 4702(5) of this title’’ for ‘‘public or private orga-
nizations’’.

Subsec. (f). Pub. L. 105–276, § 599F(a)(8), substituted
‘‘the portions of mortgages’’ for ‘‘all mortgages’’.

Subsecs. (g) to (j). Pub. L. 105–276, § 599F(a)(9), (10),
added subsecs. (g) to (i) and redesignated former subsec.
(g) as (j).

1969—Subsec. (c)(2). Pub. L. 91–152, § 113(j), substituted
‘‘$21,000’’ for ‘‘$17,500’’ and ‘‘$18,000’’ for ‘‘$15,000’’.

Subsec. (d). Pub. L. 91–152, § 110, inserted provision re-
quiring the Secretary to give a preference in providing
counseling services to the specified families, inserted
text designated as cl. (1), and designated existing text
as cl. (2).

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105–276, title V, § 599F(b), Oct. 21, 1998, 112
Stat. 2666, provided that: ‘‘The amendments under by
[sic] this section [amending this section] are made on,
and shall apply beginning upon, the date of the enact-
ment of this Act [Oct. 21, 1998].’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1715q, 1715z,
1715z–3, 1735c of this title.

§ 1715z�3. Special Risk Insurance Fund

(a) Entitlement to benefits; computation and
payment of benefits to mortgagee

(1) Any mortgagee under a mortgage insured
under section 1715z(i), (j)(4), 1715z–2, or 1715z–8 of
this title shall be entitled to receive the benefits
of the insurance as provided in section 1710(a) of
this title with respect to mortgages insured
under section 1709 of this title. The provisions of
subsections (b), (c), (d), (g), (j), and (k) 1 of sec-
tion 1710 of this title shall be applicable to mort-
gages insured under section 1715z(i), (j)(4),
1715z–2, or 1715z–8 of this title, except that all
references therein to the ‘‘Mutual Mortgage In-
surance Fund’’ shall be construed to refer to the
‘‘Special Risk Insurance Fund’’, and all ref-
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erences therein to section 1709 of this title shall
be construed to refer to section 1715z(i), (j)(4),
1715z–2, or 1715z–8 of this title, as may be appro-
priate.

(2) Any mortgagee under a mortgage insured
under section 1715z(j)(1) or 1715z–1 of this title
shall be entitled to receive the benefits of insur-
ance as provided in section 1713(g) of this title
with respect to mortgages insured under section
1713 of this title. The provisions of subsections
(d), (e), (h), (i), (j), (k), (l), and (n) of section 1713
of this title shall be applicable to mortgages in-
sured under section 1715z(j)(1) or 1715z–1 of this
title, except that all references therein to the
‘‘General Insurance Fund’’ shall be construed to
refer to the ‘‘Special Risk Insurance Fund’’ and
the premium charge provided in section 1713(d)
of this title shall be payable only in cash or de-
bentures of the Special Risk Insurance Fund.

(3) In lieu of the amount of insurance benefits
computed pursuant to paragraph (1) or (2) of this
subsection the Secretary, in his discretion and
in accordance with such regulations as he may
prescribe, may (with respect to any mortgage
loan acquired by him) compute and pay insur-
ance benefits to the mortgagee in a total
amount equal to the unpaid principal balance of
the loan plus any accrued interest and any ad-
vances approved by the Secretary and made pre-
viously by the mortgagee under the provisions
of the mortgage.
(b) Creation of fund; authorization for advance-

ments; repayment; crediting of charges and
fees; payments from fund; authorization of
appropriations for losses; deposits to fund;
open-market purchases of debentures which
are obligations of fund

There is hereby created a Special Risk Insur-
ance Fund (hereinafter referred to as the
‘‘fund’’) which shall be used by the Secretary as
a revolving fund for carrying out the mortgage
insurance obligations of sections 1715n(e),
1715x(a)(2), 1715z, 1715z–1, 1715z–2, and 1715z–8 of
this title, and the Secretary is hereby author-
ized to advance to the fund, at such times and in
such amounts as he may determine to be nec-
essary, a total sum of $20,000,000 from the Gen-
eral Insurance Fund established pursuant to the
provisions of section 1735c of this title. Such ad-
vance shall be repayable at such times and at
such rates of interest as the Secretary deems ap-
propriate. Premium charges, adjusted premium
charges, inspection and other fees, service
charges, and any other income received by the
Secretary under sections 1715n(e), 1715x(a)(2),
1715z, 1715z–1, 1715z–2, and 1715z–8 of this title, to-
gether with all earnings on the assets of the
fund, shall be credited to the fund. All payments
made pursuant to claims of mortgagees with re-
spect to mortgages insured under sections
1715x(a)(2), 1715z, 1715z–1, 1715z–2, and 1715z–8 of
this title or pursuant to section 1715n(e) of this
title, cash adjustments, the principal of and in-
terest paid on debentures which are the obliga-
tion of the fund, expenses incurred in connection
with or as a consequence of the acquisition and
disposal of property acquired under such sec-
tions, and all administrative expenses in connec-
tion with the mortgage insurance operations
under such sections shall be paid out of the fund.

Moneys in the fund not needed for current oper-
ations of the fund shall be deposited with the
Treasurer of the United States to the credit of
the fund or invested in bonds or other obliga-
tions of, or in bonds or other obligations guaran-
teed by, the United States or any agency of the
United States: Provided, That such moneys shall
to the maximum extent feasible be invested in
such bonds or other obligations the proceeds of
which will be used to directly support the resi-
dential mortgage market. The Secretary, with
the approval of the Secretary of the Treasury,
may purchase in the open market debentures
which are the obligation of the fund. Such pur-
chases shall be made at a price which will pro-
vide an investment yield of not less than the
yield obtained from other investments author-
ized by this section. Debentures so purchased
shall be canceled and not reissued.
(c) Mortgage insurance for military impacted

areas; criteria; obligation of Special Risk In-
surance Fund; establishment of premiums
and other charges

(1) Notwithstanding the provisions of this
chapter or any other Act, and without regard to
limitations upon eligibility contained in any
section of this subchapter, the Secretary is au-
thorized, upon application by the mortgagee, to
insure under any section of this subchapter a
mortgage executed in connection with the con-
struction, repair, rehabilitation, or purchase of
property located near any installation of the
Armed Forces of the United States in federally
impacted areas in which the conditions are such
that one or more of the eligibility requirements
applicable to the section under which insurance
is sought could not be met, if (A) the Secretary
finds that the benefits to be derived from such
use outweigh the risk of probable cost to the
Government, and (B) the Secretary of Defense
certifies that there is no intention insofar as
can reasonably be foreseen to curtail substan-
tially the personnel assigned or to be assigned
to such installation. The insurance of a mort-
gage pursuant to this subsection shall be the ob-
ligation of the Special Risk Insurance Fund.

(2) The Secretary is authorized (A) to establish
such premiums and other charges as may be nec-
essary to assure that the mortgage insurance
program pursuant to this subsection is made
available on a basis which, in the Secretary’s
judgment, is designed to be actuarially sound
and likely to maintain the fiscal integrity of
such program, and (B) to prescribe such terms
and conditions relating to insurance pursuant to
this subsection as may be found by the Sec-
retary to be necessary and appropriate, and
which are to the maximum extent possible, con-
sistent with provisions otherwise applicable to
mortgage insurance and payment of insurance
benefits.

(3) The Secretary shall undertake an annual
assessment of the risks associated with each of
the insurance programs comprising the Special
Risk Insurance Fund, and shall present findings
from such review to the Congress in the FHA
Annual Management Report.

(June 27, 1934, ch. 847, title II, § 238, as added
Pub. L. 90–448, title I, § 104(a), Aug. 1, 1968, 82
Stat. 486; amended Pub. L. 91–152, title IV, § 415,
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Dec. 24, 1969, 83 Stat. 401; Pub. L. 91–351, title V,
§ 503, July 24, 1970, 84 Stat. 461; Pub. L. 91–609,
title I, § 117(d), Dec. 31, 1970, 84 Stat. 1775; Pub. L.
93–383, title III, § 318, Aug. 22, 1974, 88 Stat. 685;
Pub. L. 95–128, title III, § 309, Oct. 12, 1977, 91
Stat. 1135; Pub. L. 103–233, title I, §§ 103(g)(1),
105(a), Apr. 11, 1994, 108 Stat. 362, 363.)

REFERENCES IN TEXT

Subsection (k) of section 1710 of this title, referred to
in subsec. (a)(1), was repealed by Pub. L. 105–276, title
VI, § 601(c), Oct. 21, 1998, 112 Stat. 2673.

AMENDMENTS

1994—Subsec. (b). Pub. L. 103–233, § 105(a), struck out
after fourth sentence ‘‘There is authorized to be appro-
priated such sums as may be needed from time to time
to cover losses sustained by the fund in carrying out
the mortgage insurance obligations of sections 1715n(e),
1715x(a)(2), 1715z, 1715z–1, 1715z–2, and 1715z–8 of this
title.’’

Subsec. (c)(3). Pub. L. 103–233, § 103(g)(1), added par.
(3).

1977—Subsec. (c). Pub. L. 95–128 substituted provisions
of pars. (1) and (2) respecting mortgage insurance for
military impacted areas, criteria therefore, and estab-
lishment of premiums and other charges for prior sub-
sec. (c), which had authorized use of the Special Risk
Insurance Fund to carry out mortgage insurance obli-
gations of sections 1709 and 1713 of this title to provide
housing for military personnel, Federal civilian em-
ployees, and Federal contractor employees assigned to
duty or employed at or in connection with any installa-
tion of the Armed Forces in federally impacted areas
where in the judgment of the Secretary (1) the residual
housing requirements for persons not associated with
such installations were insufficient to sustain the hous-
ing market in the event of substantial curtailment of
employment of personnel assigned to such installa-
tions, and (2) the benefits to be derived from such use
outweighed the risk of possible cost to the Govern-
ment.

1974—Subsec. (c). Pub. L. 93–383 added subsec. (c).
1970—Subsec. (a)(1). Pub. L. 91–351, § 503(1), inserted

references to section 1715z–8 of this title wherever ap-
pearing.

Subsec. (b). Pub. L. 91–609 provided for guarantee as
to principal and interest by any agency of the United
States and for investment of moneys in bonds or other
obligations the proceeds of which will be used to di-
rectly support the residential mortgage market.

Pub. L. 91–351, § 503(2), inserted references to section
1715z–8 of this title wherever appearing.

1969—Subsec. (b). Pub. L. 91–152 increased from
$5,000,000 to a total sum of $20,000,000, at such times and
in such amounts as he may determine to be necessary,
the amount authorized to be advanced by the Secretary
to the Fund.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1709, 1715v,
1735f–20 of this title.

§ 1715z�4. Modifications in terms of mortgages
covering multifamily projects; requests for
extensions to cure defaults or for modifica-
tion of mortgage terms; regulations

The Secretary shall not consent to any re-
quest for an extension of the time for curing a
default under any mortgage covering multifam-
ily housing, as defined in the regulations of the
Secretary, or for a modification of the terms of
such mortgage, except in conformity with regu-
lations prescribed by the Secretary in accord-
ance with the provisions of this section. Such
regulations shall require, as a condition to the

granting of any such request, that, during the
period of such extension or modification, any
part of the rents or other funds derived by the
mortgagor from the property covered by the
mortgage which is not required to meet actual
and necessary expenses arising in connection
with the operation of such property, including
amortization charges under the mortgage, be
held in trust by the mortgagor and distributed
only with the consent of the Secretary; except
that the Secretary may provide for the granting
of consent to any request for an extension of the
time for curing a default under any mortgage
covering multifamily housing, or for a modifica-
tion of the term of such mortgage, without re-
gard to the foregoing requirement, in any case
or class of cases in which an exemption from
such requirement does not (as determined by the
Secretary) jeopardize the interests of the United
States.

(June 27, 1934, ch. 847, title II, § 239, as added
Pub. L. 90–448, title III, § 302, Aug. 1, 1968, 82
Stat. 506; amended Pub. L. 100–242, title IV,
§ 416(c), Feb. 5, 1988, 101 Stat. 1908.)

AMENDMENTS

1988—Pub. L. 100–242 struck out ‘‘insured’’ before
‘‘mortgages’’ in section catchline, and struck out sub-
sec. (a) designation and subsec. (b) which related to vio-
lations and penalties imposed for violations of the pro-
visions of former subsec. (a).

§ 1715z�4a. Double damages remedy for unau-
thorized use of multifamily housing project
assets and income

(a) Action to recover assets or income
(1) The Secretary of Housing and Urban Devel-

opment (referred to in this section as the ‘‘Sec-
retary’’) may request the Attorney General to
bring an action in a United States district court
to recover any assets or income used by any per-
son in violation of (A) a regulatory agreement
that applies to a multifamily project whose
mortgage is insured or held by the Secretary
under title II of the National Housing Act [12
U.S.C. 1707 et seq.]; (B) a regulatory agreement
that applies to a multifamily project whose
mortgage is insured or held by the Secretary
under section 1701q of this title (including prop-
erty subject to section 1701q of this title as it ex-
isted before November 28, 1990); (C) a regulatory
agreement or such other form of regulatory con-
trol as may be imposed by the Secretary that
applies to mortgages insured or held by the Sec-
retary under section 1715z–22 of this title, but
not reinsured under section 1715z–22 of this title;
or (D) any applicable regulation. For purposes of
this section, a use of assets or income in viola-
tion of the regulatory agreement, or such other
form of regulatory control as may be imposed by
the Secretary, or any applicable regulation shall
include any use for which the documentation in
the books and accounts does not establish that
the use was made for a reasonable operating ex-
pense or necessary repair of the project and has
not been maintained in accordance with the re-
quirements of the Secretary and in reasonable
condition for proper audit.

(2) For purposes of a mortgage insured or held
by the Secretary under title II of the National
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Housing Act [12 U.S.C. 1707 et seq.], under sec-
tion 1701q of this title (including section 1701q of
this title as it existed before November 28, 1990)
and under section 1715z–22 of this title, the term
‘‘any person’’ shall mean any person or entity
which owns a project, as identified in the regu-
latory agreement, including but not limited to
any stockholder holding 25 percent or more in-
terest of a corporation that owns the project;
any beneficial owner under any business or
trust; any officer, director, or partner of an en-
tity owning the project; and any heir, assignee,
successor in interest, or agent of any owner.
(b) Initiation of proceedings and temporary re-

lief
The Attorney General, upon request of the

Secretary, shall have the exclusive authority to
authorize the initiation of proceedings under
this section. Pending final resolution of any ac-
tion under this section, the court may grant ap-
propriate temporary or preliminary relief, in-
cluding restraining orders, injunctions, and ac-
ceptance of satisfactory performance bonds, to
protect the interests of the Secretary and to
prevent use of assets or income in violation of
the regulatory agreement, or such other form of
regulatory control as may be imposed by the
Secretary, and any applicable regulation and to
prevent loss of value of the realty and person-
alty involved.
(c) Amount recoverable

In any judgment favorable to the United
States entered under this section, the Attorney
General may recover double the value of the as-
sets and income of the project that the court de-
termines to have been used in violation of the
regulatory agreement, or such other form of reg-
ulatory control as may be imposed by the Sec-
retary, or any applicable regulation, plus all
costs relating to the action, including but not
limited to reasonable attorney and auditing
fees. Notwithstanding any other provision of
law, the Secretary may apply the recovery, or
any portion of the recovery, to the project or to
the applicable insurance fund under the Na-
tional Housing Act [12 U.S.C. 1701 et seq.] or, in
the case of any project for which the mortgage
is held by the Secretary under section 1701q of
this title (including property subject to section
1701q of this title as it existed before November
28, 1990), to the project or to the Department for
use by the appropriate office within the Depart-
ment for administrative costs related to en-
forcement of the requirements of the various
programs administered by the Secretary, as ap-
propriate.
(d) Time limitation

Notwithstanding any other statute of limita-
tions, the Secretary may request the Attorney
General to bring an action under this section at
any time up to and including 6 years after the
latest date that the Secretary discovers any use
of project assets and income in violation of the
regulatory agreement, or such other form of reg-
ulatory control as may be imposed by the Sec-
retary, or any applicable regulation.
(e) Continued availability of other remedies

The remedy provided by this section is in addi-
tion to any other remedies available to the Sec-
retary or the United States.

(Pub. L. 100–242, title IV, § 421, Feb. 5, 1988, 101
Stat. 1913; Pub. L. 105–65, title V, § 563, Oct. 27,
1997, 111 Stat. 1419.)

REFERENCES IN TEXT

The National Housing Act, referred to in subsecs. (a)
and (c), is act June 27, 1934, ch. 847, 48 Stat. 1246, as
amended, which is classified principally to this chapter
(§ 1701 et seq.). Title II of the National Housing Act is
classified generally to this subchapter (§ 1707 et seq.).
For complete classification of this Act to the Code, see
section 1701 of this title and Tables.

CODIFICATION

Section was enacted as part of the Housing and Com-
munity Development Act of 1987, and not as part of the
National Housing Act which comprises this chapter.

AMENDMENTS

1997—Subsec. (a)(1). Pub. L. 105–65, § 563(1), substituted
‘‘(B) a regulatory agreement that applies to a multi-
family project whose mortgage is insured or held by the
Secretary under section 1701q of this title (including
property subject to section 1701q of this title as it ex-
isted before November 28, 1990); (C) a regulatory agree-
ment or such other form of regulatory control as may
be imposed by the Secretary that applies to mortgages
insured or held by the Secretary under section 542 of
the Housing and Community Development Act of 1992,
but not reinsured under section 542 of the Housing and
Community Development Act of 1992; or (D)’’ for ‘‘or
(B)’’ in first sentence and inserted ‘‘, or such other
form of regulatory control as may be imposed by the
Secretary,’’ after ‘‘regulatory agreement’’ in second
sentence.

Subsec. (a)(2). Pub. L. 105–65, § 563(2), inserted ‘‘under
section 1701q of this title (including section 1701q of
this title as it existed before November 28, 1990) and
under section 542 of the Housing and Community Devel-
opment Act of 1992,’’ after ‘‘title II of National Housing
Act,’’.

Subsec. (b). Pub. L. 105–65, § 563(3), inserted ‘‘, or such
other form of regulatory control as may be imposed by
the Secretary,’’ after ‘‘regulatory agreement’’.

Subsec. (c). Pub. L. 105–65, § 563(4), in first sentence,
inserted ‘‘, or such other form of regulatory control as
may be imposed by the Secretary,’’ after ‘‘regulatory
agreement’’ and inserted before period at end of second
sentence ‘‘or, in the case of any project for which the
mortgage is held by the Secretary under section 1701q
of this title (including property subject to section 1701q
of this title as it existed before November 28, 1990), to
the project or to the Department for use by the appro-
priate office within the Department for administrative
costs related to enforcement of the requirements of the
various programs administered by the Secretary, as ap-
propriate’’.

Subsec. (d). Pub. L. 105–65, § 563(5), inserted ‘‘, or such
other form of regulatory control as may be imposed by
the Secretary,’’ after ‘‘regulatory agreement’’.

§ 1715z�5. Purchase of fee simple title from les-
sors

(a) Authorization to insure loans for purpose of
financing purchases

The Secretary is authorized, upon such terms
and conditions as he may prescribe, to make
commitments to insure and to insure loans
made by financial institutions for the purpose of
financing purchases by homeowners of the fee
simple title to property on which their homes
are located.
(b) Definitions

As used in this section—
(1) the term ‘‘financial institution’’ means a

lender approved by the Secretary as eligible
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for insurance under section 1703 of this title or
a mortgagee approved under section 1709(b)(1)
of this title; and

(2) the term ‘‘homeowner’’ means a lessee
under a long-term ground lease.

(c) Eligibility for insurance
To be eligible for insurance under this section,

a loan shall—
(1) relate to property on which there is lo-

cated a dwelling designed principally for a
one-, two-, three-, or four-family residence;

(2) not exceed the cost of purchasing the fee
simple title, or $10,000 ($30,000, if the property
is located in Hawaii) per family unit, which-
ever is the lesser;

(3) be limited to an amount which when
added to any outstanding indebtedness related
to the property (as determined by the Sec-
retary) creates a total outstanding indebted-
ness which does not exceed the applicable
mortgage limit prescribed in section 1709(b) of
this title;

(4) bear interest at such rate as may be
agreed upon by the mortgagor and the mortga-
gee;

(5) have a maturity satisfactory to the Sec-
retary, but not to exceed twenty years from
the beginning of amortization of the loan; and

(6) comply with such other terms, condi-
tions, and restrictions as the Secretary may
prescribe.

(d) Applicability of other provisions of law
The provisions of paragraphs (3), (5), (6), (7),

(8), and (10) of section 1715k(h) of this title shall
be applicable to loans insured under this section
and, as applied to loans insured under this sec-
tion, references in those paragraphs to ‘‘home
improvement loans’’ and ‘‘this subsection’’ shall
be construed to refer to loans under this section.

(June 27, 1934, ch. 847, title II, § 240, as added
Pub. L. 90–448, title III, § 304(a), Aug. 1, 1968, 82
Stat. 507; amended Pub. L. 95–557, title III, § 314,
Oct. 31, 1978, 92 Stat. 2099; Pub. L. 96–399, title
III, § 333(f), Oct. 8, 1980, 94 Stat. 1653; Pub. L.
98–181, title IV, § 404(b)(13), Nov. 30, 1983, 97 Stat.
1210; Pub. L. 98–479, title II, § 204(a)(10), Oct. 17,
1984, 98 Stat. 2232.)

AMENDMENTS

1984—Subsec. (a). Pub. L. 98–479 substituted ‘‘pur-
chases’’ for ‘‘purchasers’’.

1983—Subsec. (c)(4). Pub. L. 98–181 substituted provi-
sion that the interest rate be such rate as agreed upon
by the mortgagor and the mortgagee for provision that
the interest rate not exceed such per centum per
annum, not in excess of 6 per centum, on the amount
of the principal obligation outstanding at any time, as
the Secretary finds necessary to meet market condi-
tions, and such other charges as approved by the Sec-
retary.

1980—Subsec. (c)(5). Pub. L. 96–399 struck out ‘‘or
three-quarters of the remaining economic life of the
home, whichever is the lesser’’ after ‘‘loan’’.

1978—Subsec. (c)(2). Pub. L. 95–557 inserted ‘‘($30,000,
if the property is located in Hawaii)’’ after ‘‘$10,000’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1464 of this title.

§ 1715z�6. Supplemental loans for multifamily
projects

(a) Authorization to insure; ��supplemental loan��
defined

With respect to a multifamily project, hos-
pital, or group practice facility covered by a
mortgage insured under any section or sub-
chapter of this chapter or covered by a mortgage
held by the Secretary, the Secretary is author-
ized, upon such terms and conditions as he may
prescribe, to make commitments to insure, and
to insure, supplemental loans (including ad-
vances during construction or improvement)
made by financial institutions approved by the
Secretary. As used in this section, ‘‘supple-
mental loan’’ means a loan, advance of credit, or
purchase of an obligation representing a loan or
advance of credit made for the purpose of financ-
ing improvements or additions to such project,
hospital, or facility: Provided, That a loan in-
volving a nursing home, hospital, or a group
practice facility may also be made for the pur-
pose of financing equipment to be used in the
operation of such nursing home, hospital, or fa-
cility.
(b) Eligibility for insurance

To be eligible for insurance under this section,
a supplemental loan shall—

(1) be limited to 90 per centum of the
amount which the Secretary estimates will be
the value of such improvements, additions,
and equipment, except that such amount when
added to the outstanding balance of the mort-
gage covering the project or facility, shall not
exceed the maximum mortgage amount insur-
able under the section or subchapter pursuant
to which the mortgage covering such project
or facility is insured or an amount acceptable
to the Secretary;

(2) have a maturity satisfactory to the Sec-
retary;

(3) bear interest at such rate as may be
agreed upon by the borrower and the financial
institution;

(4) be secured in such manner as the Sec-
retary may require;

(5) be governed by the labor standards provi-
sions of section 1715c of this title that are ap-
plicable to the section or subchapter pursuant
to which the mortgage covering the project or
facility is insured or pursuant to which the
original mortgage covering the project or fa-
cility was insured; and

(6) contain such other terms, conditions, and
restrictions as the Secretary may prescribe.

(c) Applicability of other provisions of law
The provisions of subsections (d), (e), (g), (h),

(i), (j), (k), (l), and (n) of section 1713 of this title
shall be applicable to loans insured under this
section, except that (1) all references to the
term ‘‘mortgage’’ shall be construed to refer to
the term ‘‘loan’’ as used in this section, (2) loans
involving projects covered by a mortgage in-
sured under section 1715e of this title that is the
obligation of the Cooperative Management
Housing Insurance Fund shall be insured under
and shall be the obligation of such fund, and (3)
loans involving projects covered by a mortgage
insured under section 1715z–1 of this title shall
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be insured under and shall be the obligation of
the Special Risk Insurance Fund.
(d) Authorization to insure loans for improve-

ments or additions; terms and conditions;
limitation on amount

Notwithstanding the foregoing, the Secretary
may insure a loan for improvements or addi-
tions to a multifamily housing project, or a
group practice or medical practice facility or
hospital or other health facility approved by the
Secretary, which is not covered by a mortgage
insured under this chapter, if he finds that such
a loan would assist in preserving, expanding, or
improving housing opportunities, or in provid-
ing protection against fire or other hazards.
Such loans shall have a maturity satisfactory to
the Secretary and shall meet such other condi-
tions as the Secretary may prescribe. In no
event shall such a loan be insured if it is for an
amount in excess of the maximum amount
which could be approved if the outstanding in-
debtedness, if any, covering the property were a
mortgage insured under this chapter. At any
sale under foreclosure of a mortgage on a
project or facility which is not insured under
this chapter but which is senior to a loan as-
signed to the Secretary pursuant to subsection
(c) of this section, the Secretary is authorized to
bid, in addition to amounts authorized under
section 1713(k) of this title, any sum up to but
not in excess of the total unpaid indebtedness
secured by such senior mortgage, plus taxes, in-
surance, foreclosure costs, fees, and other ex-
penses. In the event that, pursuant to subsection
(c) of this section, the Secretary acquires title
to, or is assigned, a loan covering a project or
facility which is subject to a mortgage which is
not insured under this chapter, the Secretary is
authorized to make payments from the General
Insurance Fund on the debt secured by such
mortgage, and to take such other steps as the
Secretary may deem appropriate to preserve or
protect the Secretary’s interest in the project or
facility.
(e) Loan insurance for energy conserving im-

provements and solar energy systems
(1) Notwithstanding any other provision of

this section, the Secretary may insure a loan for
purchasing and installing energy conserving im-
provements (as defined in subparagraph (2) of
the last paragraph of section 1703(a) of this
title), for purchasing and installing a solar en-
ergy system (as defined in subparagraph (3) of
the last paragraph of section 1703(a) of this
title), and for purchasing or installing (or both)
individual utility meters in a multifamily hous-
ing project if such meters are purchased or in-
stalled in connection with other energy conserv-
ing improvements or with a solar energy system
or the project meets minimum standards of en-
ergy conservation established by the Secretary,
without regard to whether the project is covered
by a mortgage under this chapter.

(2) Notwithstanding the provisions of sub-
section (b) of this section, a loan insured under
this subsection shall—

(A) not exceed an amount which the Sec-
retary determines is necessary for the pur-
chase and installation of individual utility
meters plus an amount which the Secretary

deems appropriate taking into account
amounts which will be saved in operation
costs over the period of repayment of the loan
by reducing the energy requirements of the
project as a result of the installation of energy
conserving improvements or a solar energy
system therein;

(B) be insured for 90 percent of any loss in-
curred by the person holding the note for the
loan; except that, for cooperative multifamily
projects receiving assistance under section
1715z–1 of this title or financed with a below
market interest rate mortgage insured under
section 1715l(d)(3) of this title, 100 percent of
any such loss may be insured;

(C) bear an interest rate not to exceed an
amount which the Secretary determines, after
consulting with the Secretary of Energy, to be
necessary to meet market demands;

(D) have a maturity satisfactory to the Sec-
retary;

(E) be insured pursuant to a premium rate
established on a sound actuarial basis to the
extent practicable;

(F) be secured in such manner as the Sec-
retary may require;

(G) be an acceptable risk in that energy con-
servation or solar energy benefits to be de-
rived outweigh the risks of possible loss to the
Federal Government; and

(H) contain such other terms, conditions,
and restrictions as the Secretary may pre-
scribe.

(3) The provisions of subsection (c) of this sec-
tion shall apply to loans insured under this sub-
section.

(4) The Secretary shall provide that any per-
son obligated on the note for any loan insured
under this section be regulated or restricted,
until the termination of all obligations of the
Secretary under the insurance, by the Secretary
as to rents or sales, charges, capital structure,
rate of return, and methods of operations of the
multifamily project to such an extent and in
such manner as to provide reasonable rentals to
tenants and a reasonable return on the invest-
ment.
(f) Repealed. Pub. L. 104�204, title II, Sept. 26,

1996, 110 Stat. 2885

(g) Extension of rental assistance for term of
loan

(1) When underwriting a rehabilitation loan
under this section in connection with eligible
multifamily housing, the Secretary may assume
that any rental assistance provided for purposes
of servicing the additional debt will be extended
for the term of the rehabilitation loan. The Sec-
retary shall exercise prudent underwriting prac-
tices in insuring rehabilitation loans under this
section. For purposes of this subsection, the
term ‘‘eligible multifamily housing’’ means any
housing financed by a loan or mortgage that is—

(A) insured or held by the Secretary under
section 1715l(d)(3) of this title and assisted
under section 1701s of this title or section 1437f
of title 42;

(B) insured or held by the Secretary and
bears interest at a rate determined under the
proviso of section 1715l(d)(5) of this title; or
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(C) insured, assisted or held by the Secretary
under section 1715z–1 of this title.

(2) A mortgagee approved by the Secretary
may not withhold consent to a rehabilitation
loan insured in connection with eligible multi-
family housing on which that mortgagee holds a
mortgage.

(June 27, 1934, ch. 847, title II, § 241, as added
Pub. L. 90–448, title III, § 307, Aug. 1, 1968, 82
Stat. 508; amended Pub. L. 91–609, title I, § 111,
Dec. 31, 1970, 84 Stat. 1772; Pub. L. 93–383, title
III, § 313, Aug. 22, 1974, 88 Stat. 684; Pub. L.
94–375, § 5, Aug. 3, 1976, 90 Stat. 1070; Pub. L.
95–557, title III, § 311(b), Oct. 31, 1978, 92 Stat.
2098; Pub. L. 95–619, title II, § 247, Nov. 9, 1978, 92
Stat. 3234; Pub. L. 96–153, title III, § 319, Dec. 21,
1979, 93 Stat. 1119; Pub. L. 96–399, title III, § 314,
Oct. 8, 1980, 94 Stat. 1645; Pub. L. 98–181, title IV,
§ 404(b)(14), Nov. 30, 1983, 97 Stat. 1210; Pub. L.
98–479, title II, § 204(a)(11), (12), Oct. 17, 1984, 98
Stat. 2232; Pub. L. 100–242, title II, § 231, title IV,
§ 429(c), Feb. 5, 1988, 101 Stat. 1884, 1918; Pub. L.
101–235, title II, §§ 203(c), (d), 204(b), Dec. 15, 1989,
103 Stat. 2038, 2039; Pub. L. 101–625, title VI,
§ 602(a), Nov. 28, 1990, 104 Stat. 4275; Pub. L.
102–550, title III, §§ 316(a), (b), 317(c), Oct. 28, 1992,
106 Stat. 3771, 3772; Pub. L. 104–204, title II, Sept.
26, 1996, 110 Stat. 2885.)

AMENDMENTS

1996—Subsec. (f). Pub. L. 104–204 struck out subsec.
(f), which related to insurance for second mortgage fi-
nancing.

1992—Subsec. (f)(2)(B)(i). Pub. L. 102–550, § 316(a)(1), in-
serted ‘‘the amount of rehabilitation costs required by
the plan of action and related charges and’’ after
‘‘equal to’’.

Subsec. (f)(2)(B)(ii). Pub. L. 102–550, § 317(c)(1), struck
out ‘‘and’’ at end.

Subsec. (f)(3)(B). Pub. L. 102–550, § 316(a)(2), inserted
‘‘and the amount of rehabilitation costs required by the
plan of action and related charges and’’ after ‘‘1990’’.

Subsec. (f)(5)(A). Pub. L. 102–550, § 316(a)(3)(B), added
subpar. (A) and struck out former subpar. (A) which
read as follows: ‘‘have a maturity and provisions for
amortization satisfactory to the Secretary, bear inter-
est at such rate as may be agreed upon by the mortga-
gor and mortgagee, and be secured in such manner as
the Secretary may require; and’’.

Subsec. (f)(5)(B), (C). Pub. L. 102–550, § 316(a)(3), added
subpar. (B) and redesignated former subpar. (B) as (C).

Subsec. (f)(6). Pub. L. 102–550, § 317(c)(2), which di-
rected the substitution of ‘‘acquisition loan’’ for
‘‘acquisiton loan’’ in par. (7), was executed by making
the substitution in par. (6) to reflect the probable in-
tent of Congress and the intervening redesignation of
par. (7) as (6) by Pub. L. 102–550, § 316(a)(5). See below.

Pub. L. 102–550, § 316(a)(4), (5), redesignated par. (7) as
(6) and struck out former par. (6) which read as follows:
‘‘The Secretary may provide for combination of loans
insured under subsection (d) of this section with equity
and acquisition loans insured under this subsection.’’

Subsec. (f)(7) to (9). Pub. L. 102–550, § 316(a)(5), redesig-
nated pars. (7) to (9) as (6) to (8), respectively.

Subsec. (f)(10). Pub. L. 102–550, § 316(b), added par. (10).
1990—Subsec. (f). Pub. L. 101–625 amended subsec. (f)

generally, substituting present provisions for provi-
sions relating to insurance of ‘‘equity loans’’ under the
Emergency Low Income Housing Preservation Act of
1987, providing for eligibility for such insurance, pro-
viding that a qualified nonprofit organization or lim-
ited equity tenant cooperative corporation may con-
stitute an owner of housing for purposes of receiving an
insured loan, providing for applicability of certain pro-
visions of section 1713 of this title, and providing that

an approved mortgagee may not withhold consent to an
equity loan on property on which mortgagee holds a
mortgage.

1989—Subsec. (f)(2). Pub. L. 101–235, § 203(c)(1), inserted
at end ‘‘When underwriting an equity loan under this
subsection, the Secretary may assume that the rental
assistance provided in accordance with an approved
plan of action under section 225(b) of the Emergency
Low Income Housing Preservation Act of 1987 will be
extended for the full term of the contract entered into
under section 225(c) of that Act. The Secretary may ac-
celerate repayment of a loan under this section in the
event rental assistance is not extended under section
225(c) of that Act or the Secretary is unable to develop
a revised package of incentives to the owner com-
parable to those received under the original approved
plan of action.’’

Subsec. (f)(3). Pub. L. 101–235, § 203(c)(2), inserted
‘‘public entity,’’ after ‘‘A’’.

Subsec. (f)(6). Pub. L. 101–235, § 203(d), added par. (6).
Subsec. (g). Pub. L. 101–235, § 204(b), added subsec. (g).
1988—Subsec. (b)(3). Pub. L. 100–242, § 429(c), sub-

stituted ‘‘borrower and the financial institution’’ for
‘‘mortgagor and the mortgagee’’.

Subsec. (f). Pub. L. 100–242, § 231, added subsec. (f).
1984—Subsec. (a). Pub. L. 98–479, § 204(a)(11), sub-

stituted ‘‘to make’’ for ‘‘to made’’.
Subsec. (b)(1). Pub. L. 98–479, § 204(a)(12), substituted

‘‘or facility’’ for ‘‘of facility’’ before ‘‘is insured’’.
1983—Subsec. (b)(3). Pub. L. 98–181 substituted provi-

sion that the interest rate be such a rate as agreed
upon by the mortgagor and the mortgagee for provision
that the interest rate, exclusive of premium charges for
insurance and service charges, not exceed such per cen-
tum per annum, not in excess of 6 per centum, on the
amount of the principal obligation outstanding at any
time, as the Secretary finds necessary to meet market
conditions.

1980—Subsec. (e)(1). Pub. L. 96–399 inserted provisions
respecting requirements for purchase or installation in
connection with other energy conserving improve-
ments, etc.

1979—Subsec. (b)(2). Pub. L. 96–153 struck out ‘‘but
not to exceed the remaining term of the mortgage’’
after ‘‘the Secretary’’.

1978—Subsec. (d). Pub. L. 95–557 inserted provision re-
lating to the amounts the Secretary is authorized to
bid at any sale under foreclosure of a mortgage on a
project or facility which is not insured under this chap-
ter but which is senior to a loan assigned to the Sec-
retary pursuant to subsection (c), and such other steps
the Secretary is authorized to take to preserve or pro-
tect his interest in the project or facility.

Subsec. (e). Pub. L. 95–619 added subsec. (e).
1976—Subsec. (a). Pub. L. 94–375 inserted ‘‘, hospital,’’

after ‘‘multifamily project’’, ‘‘additions to such
project’’, ‘‘involving a nursing home’’, and ‘‘of such
nursing home’’.

1974—Subsec. (d). Pub. L. 93–383 added subsec. (d).
1970—Subsec. (a). Pub. L. 91–609, § 111(1), (2), inserted

in first sentence ‘‘or covered by a mortgage held by the
Secretary’’ after ‘‘this chapter’’ and substituted in pro-
viso ‘‘a nursing home or a group practice facility’’ for
‘‘a nursing home covered by a mortgage insured under
section 1715w of this title or a loan involving a group
practice facility covered by a mortgage insured under
subchapter IX–B of this chapter’’, respectively.

Subsec. (b)(1). Pub. L. 91–609, § 111(3), inserted ‘‘or an
amount acceptable to the Secretary’’ before semicolon
at end.

Subsec. (b)(5). Pub. L. 91–609, § 111(4), inserted ‘‘or pur-
suant to which the original mortgage covering the
project or facility was insured’’ before semicolon at
end.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by section 231 of Pub. L. 100–242 applica-
ble to any project that is eligible low income housing
on or after Nov. 1, 1987, see section 235 of Pub. L.
100–242.
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1 See References in Text note below.

REGULATIONS

Section 316(c) of Pub. L. 102–550 directed Secretary,
not later than the expiration of 45-day period beginning
on Oct. 28, 1992, to issue regulations implementing sub-
sec. (f)(1) of this section and provided that such regula-
tions are not subject to requirements of 5 U.S.C. 553.

INSURANCE FOR SECOND MORTGAGE FINANCING NOT TO
BE OFFERED AS INCENTIVE UNDER LIHPRHA AND
ELIHPA

Insurance for second mortgage financing provided
under former subsec. (f) of this section not to be offered
as incentive under the Low-Income Housing Preserva-
tion and Resident Homeownership Act of 1990 (12 U.S.C.
4101 et seq.) and the Emergency Low Income Housing
Preservation Act of 1987 (Pub. L. 100–242, title II, Feb.
5, 1988, 101 Stat. 1877, as amended), see title II in part
of Pub. L. 104–204, set out as a Low-Income Housing
Preservation note under section 4101 of this title.

DELEGATION OF PROCESSING OF MORTGAGE INSURANCE

Secretary of Housing and Urban Development to im-
plement system of mortgage insurance for mortgages
insured under this section that delegates processing
functions to selected approved mortgagees, with Sec-
retary to retain authority to approve rents, expenses,
property appraisals, and mortgage amounts and to exe-
cute firm commitments, see section 328 of Pub. L.
101–625, set out as a note under section 1713 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4109, 4110, 4112,
4119 of this title; title 42 section 4822.

§ 1715z�7. Mortgage insurance for hospitals

(a) Purpose
The purpose of this section is to assist the pro-

vision of urgently needed hospitals for the care
and treatment of persons who are acutely ill or
who otherwise require medical care and related
services of the kind customarily furnished only
(or most effectively) by hospitals. Such assist-
ance shall be provided regardless of the amount
of public financial or other support a hospital
may receive, and the Secretary shall neither re-
quire additional security or collateral to guar-
antee such support, nor impose more stringent
eligibility or other requirements on publicly
owned or supported hospitals.
(b) Definitions

For the purposes of this section—
(1) the term ‘‘hospital’’ means a facility—

(A) which provides community service for
inpatient medical care of the sick or injured
(including obstetrical care);

(B) not more than 50 per centum of the
total patient days of which during any year
are customarily assignable to the categories
of chronic convalescent and rest, drug and
alcoholic, epileptic, mentally deficient, men-
tal, nervous and mental, and tuberculosis;
and

(C) which is a public facility, proprietary
facility, or facility of a private nonprofit
corporation or association, licensed or regu-
lated by the State (or, if there is no State
law providing for such licensing or regula-
tion by the State, by the municipality or
other political subdivision in which the fa-
cility is located); and

(2) the terms ‘‘mortgage’’ and ‘‘mortgagor’’
shall have the meanings respectfully set forth
in section 1713(a) of this title.

(c) Authorization to insure; prohibition of pre-
miums on guarantees of principal and inter-
est under title VII of the Public Health Serv-
ice Act

The Secretary is authorized to insure any
mortgage (including advances on such mortgage
during construction) in accordance with the pro-
visions of this section upon such terms and con-
ditions as he may prescribe and to make com-
mitments for insurance of such mortgage prior
to the date of its execution or disbursement
thereon. No mortgage insurance premium shall
be charged with respect to the amount of prin-
cipal and interest guaranteed by the Depart-
ment of Health and Human Services under title
VII of the Public Health Service Act [42 U.S.C.
292 et seq.].
(d) Insurance of mortgages covering new or re-

habilitated hospitals, including equipment;
terms and conditions

In order to carry out the purpose of this sec-
tion, the Secretary is authorized to insure any
mortgage which covers a new or rehabilitated
hospital, including equipment to be used in its
operation, subject to the following conditions:

(1) The mortgage shall be executed by a
mortgagor approved by the Secretary. The
Secretary may in his discretion require any
such mortgagor to be regulated or restricted
as to charges and methods of financing, and, in
addition thereto, if the mortgagor is a cor-
porate entity, as to capital structure and rate
of return. As an aid to the regulation or re-
striction of any mortgagor with respect to any
of the foregoing matters, the Secretary may
make such contracts with and acquire for not
to exceed $100 such stock or interest in such
mortgagor as he may deem necessary. Any
stock or interest so purchased shall be paid for
out of the General Insurance Fund, and shall
be redeemed by the mortgagor at par upon the
termination of all obligations of the Secretary
under the insurance.

(2) The mortgage shall involve a principal
obligation in the amount requested by the
mortgagor if such amount does not exceed 90
percent of the estimated replacement cost of
the property or project including—

(A) equipment to be used in the operation
of the hospital, when the proposed improve-
ments are completed and the equipment is
installed; and

(B) a solar energy system (as defined in
subparagraph (3) of the last paragraph of sec-
tion 1703(a) of this title) or residential en-
ergy conservation measures (as defined in
section 8211(11)(A) through (G) and (I) of
title 42) 1 in cases where the Secretary deter-
mines that such measures are in addition to
those required under the minimum property
standards and will be cost-effective over the
life of the measure.

(3) The mortgage shall—
(A) provide for complete amortization by

periodic payments within such term as the
Secretary shall prescribe; and

(B) bear interest at such rate as may be
agreed upon by the mortgagor and the mort-
gagee.
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(4) The Secretary shall not insure any mort-
gage under this section unless he has received,
from the State agency designated in accord-
ance with section 604(a)(1) or section 1521 1 of
the Public Health Service Act [42 U.S.C.
291d(a)(1) or 300m] for the State in which is lo-
cated the hospital covered by the mortgage, a
certification that (A) there is a need for such
hospital, and (B) there are in force in such
State or the political subdivision of the State
in which the proposed hospital would be lo-
cated reasonable minimum standards of licen-
sure and methods of operation for hospitals.
No such mortgage shall be insured under this
section unless the Secretary has received such
assurance as he may deem satisfactory from
the State agency that such standards will be
applied and enforced with respect to any hos-
pital located in the State for which mortgage
insurance is provided under this section. If no
such State agency exists, or if the State agen-
cy exists but is not empowered to provide a
certification that there is a need for the hos-
pital as set forth in clause (A) of the first sen-
tence, the Secretary shall not insure any
mortgage under this section unless (A) the
State in which the hospital is located has con-
ducted or commissioned and paid for the prep-
aration of an independent study of market
need and feasibility that (i) is prepared in ac-
cordance with the principles established by
the American Institute of Certified Public Ac-
countants; (ii) assesses, on a marketwide
basis, the impact of the proposed hospital on,
and its relationship to, other health care fa-
cilities and services, the percentage of excess
beds, demographic projections, alternative
health care delivery systems, and the reim-
bursement structure of the hospital; (iii) is ad-
dressed to and is acceptable to the Secretary
in form and substance; and (iv) in the event
the State does not prepare the study, is pre-
pared by a financial consultant selected by the
State and approved by the Secretary; and (B)
the State complies with the other provisions
of this paragraph that would otherwise be re-
quired to be met by a State agency designated
in accordance with section 604(a)(1) or section
1521 1 of the Public Health Service Act. The
proposed mortgagor may reimburse the State
for the cost of the independent feasibility
study required in the preceding sentence.

(5) The Secretary shall not insure any mort-
gage or approve any modification of an exist-
ing mortgage insured pursuant to this section
or section 1715n(f) of this title if such insur-
ance or modification is to be made in connec-
tion with a guarantee, as authorized pursuant
to section 1721 of this title, of a trust certifi-
cate or other security which is exempt from
Federal taxation or which is to be used to
collateralize obligations which are so exempt,
except that the Secretary shall not refuse to
insure such a mortgage or approve such a
modification solely on the basis that such in-
surance or modification is to be made in con-
nection with a guarantee, as authorized pursu-
ant to section 1721 of this title, of a trust cer-
tificate or other security which is exempt
from Federal taxation or which is to be used
to collateralize obligations which are so ex-
empt if—

(A) a written application for such insur-
ance or modification submitted at the ex-
press direction of the hospital has been sub-
mitted to the appropriate office of the De-
partment of Health and Human Services
prior to March 29, 1979; or

(B) in the case of a nonprofit mortgagor
which is seeking refinancing or modification
of an existing mortgage insured pursuant to
this section or section 1715n(f) of this title,
the mortgagor (i) had engaged an invest-
ment banker for the purpose of obtaining
such refinancing or modification, or had
undertaken or arranged for the undertaking
of a market or feasibility study with respect
to the advisability of obtaining such refi-
nancing or modification, and had made writ-
ten notification of its interest in such refi-
nancing or modification to the Department
of Health and Human Services or the Depart-
ment of Housing and Urban Development
prior to June 7, 1979; and (ii) receives from
the programs established under titles XVIII
[42 U.S.C. 1395 et seq.] and XIX [42 U.S.C. 1396
et seq.] of the Social Security Act a percent-
age of its total revenue which is greater
than 125 per centum of the national average
for hospitals which derive revenue from such
titles.

This paragraph shall not limit the authority
of the Secretary to approve a mortgage in-
crease on any mortgage eligible for insurance
under this paragraph at any time prior to final
endorsement of the loan for insurance; except
that such mortgage increase may not be ap-
proved for the cost of constructing any im-
provements not included in the original plans
and specifications approved by the Depart-
ment of Health and Human Services unless ap-
proved by the Secretary of Housing and Urban
Development and by the Secretary of Health
and Human Services.

(6) To the extent that a private nonprofit or
public facility mortgagor is required by the
Secretary to provide cash equity in excess of
the amount of the mortgage to complete the
project, the mortgagor shall be entitled, at the
option of the mortgagee, to fund the excess
with a letter of credit. In such event, mort-
gage proceeds may be advanced to the mortga-
gor prior to any demand being made on the
letter of credit.

(e) Release of part of property or project from
lien

The Secretary may consent to the release of a
part or parts of the mortgaged property or proj-
ect from the lien of any mortgage insured under
this section upon such terms and conditions as
he may prescribe.
(f) Encouragement of programs undertaking re-

sponsibility to provide comprehensive health
care; immediate processing of applications
for public hospitals

The activities and functions provided for in
this section shall be carried out by the agencies
involved so as to encourage programs that un-
dertake responsibility to provide comprehensive
health care, including outpatient and preventive
care, as well as hospitalization, to a defined pop-
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ulation, and, in the case of public hospitals, to
encourage programs that are undertaken to pro-
vide essential health care services to all resi-
dents of a community regardless of ability to
pay. The Secretary shall begin immediately to
process applications of public facilities for mort-
gage insurance under this section in accordance
with regulations, guidelines, and procedures ap-
plicable to facilities of private nonprofit cor-
porations and associations.
(g) Insurance of mortgages providing permanent

financing or refinancing of existing mortgage
indebtedness; aggregate principal balance of
mortgages

(1) Notwithstanding any of the other provi-
sions of this subchapter, the Secretary may in-
sure under this section a mortgage which pro-
vides permanent financing or refinancing of ex-
isting mortgage indebtedness in the case of a
hospital whose permanent financing is presently
lacking, if the construction of such hospital was
completed between January 1, 1966, and August
1, 1968.

(2) The aggregate principal balance of all
mortgages insured under paragraph (1) and out-
standing at any one time shall not exceed
$20,000,000.
(h) Applicability of other laws

The provisions of subsections (d), (e), (g), (h),
(i), (j), (k), (l), and (n) of section 1713 of this title
shall apply to mortgages insured under this sec-
tion and all references therein to section 1713 of
this title shall be deemed to refer to this sec-
tion.

(June 27, 1934, ch. 847, title II, § 242, as added
Pub. L. 90–448, title XV, § 1501, Aug. 1, 1968, 82
Stat. 599; amended Pub. L. 91–609, title I, §§ 109,
110(a), Dec. 31, 1970, 84 Stat. 1772; Pub. L. 93–383,
title III, § 304(i), Aug. 22, 1974, 88 Stat. 678; Pub.
L. 95–128, title III, § 308, Oct. 12, 1977, 91 Stat.
1135; Pub. L. 96–88, title V, § 509(b), Oct. 17, 1979,
93 Stat. 695; Pub. L. 96–153, title III, § 315, Dec. 21,
1979, 93 Stat. 1117; Pub. L. 96–399, title III,
§ 310(h), Oct. 8, 1980, 94 Stat. 1643; Pub. L. 97–35,
title III, § 339H, Aug. 13, 1981, 95 Stat. 418; Pub. L.
98–181, title IV, §§ 404(b)(15), 436, Nov. 30, 1983, 97
Stat. 1210, 1222; Pub. L. 98–479, title II,
§§ 201(a)(1), 204(a)(13), Oct. 17, 1984, 98 Stat. 2227,
2232; Pub. L. 100–242, title IV, §§ 411(a), 412(a)–(d),
Feb. 5, 1988, 101 Stat. 1905, 1906.)

REFERENCES IN TEXT

The Public Health Service Act, referred to in subsec.
(c), is act July 1, 1944, ch. 373, 58 Stat. 682, as amended.
Title VII of the Act was added by act July 30, 1956, ch.
779, § 2, 70 Stat. 717, and is classified generally to sub-
chapter V (§ 292 et seq.) of chapter 6A of Title 42, The
Public Health and Welfare. For complete classification
of this Act to the Code, see Short Title note set out
under section 201 of Title 42 and Tables.

Section 8211 of title 42, referred to in subsec. (d)(2)(B),
was omitted from the Code pursuant to section 8229 of
Title 42, The Public Health and Welfare, which termi-
nated authority under that section on June 30, 1989.

Section 1521 of the Public Health Service Act, re-
ferred to in subsec. (d)(4), is section 1521 of act July 1,
1944, which was classified to section 300m of Title 42,
The Public Health and Welfare, prior to repeal, effec-
tive Jan. 1, 1987, by Pub. L. 99–660, title VII, § 701(a),
Nov. 14, 1986, 100 Stat. 3799.

The Social Security Act, referred to in subsec. (d)(5),
is act Aug. 14, 1935, ch. 531, 49 Stat. 620, as amended.

Titles XVIII and XIX of the Act are classified generally
to subchapters XVIII (§ 1395 et seq.) and XIX (§ 1396 et
seq.) of chapter 7 of Title 42, The Public Health and
Welfare. For complete classification of this Act to the
Code, see section 1305 of Title 42 and Tables.

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–242, § 412(a), inserted at
end ‘‘Such assistance shall be provided regardless of the
amount of public financial or other support a hospital
may receive, and the Secretary shall neither require
additional security or collateral to guarantee such sup-
port, nor impose more stringent eligibility or other re-
quirements on publicly owned or supported hospitals.’’

Subsec. (d)(2). Pub. L. 100–242, § 412(b), substituted
‘‘The mortgage shall involve a principal obligation in
the amount requested by the mortgagor if such amount
does not exceed 90 percent of the estimated replace-
ment cost of the property or project including’’ for
‘‘The mortgage shall involve a principal obligation in
an amount not to exceed 90 per centum of the esti-
mated replacement cost of the property or project in-
cluding’’.

Subsec. (d)(4). Pub. L. 100–242, § 411(a), inserted provi-
sions at end relating to authority of Secretary to in-
sure a mortgage under this section covering new or re-
habilitated hospitals, including equipment, in cases
where no State agency exists, or where such agency
does exist but is not empowered to provide a certifi-
cation for the need of such hospital as required under
this section.

Subsec. (d)(6). Pub. L. 100–242, § 412(c), added par. (6).
Subsec. (f). Pub. L. 100–242, § 412(d), inserted at end

‘‘The Secretary shall begin immediately to process ap-
plications of public facilities for mortgage insurance
under this section in accordance with regulations,
guidelines, and procedures applicable to facilities of
private nonprofit corporations and associations.’’

1984—Subsec. (c). Pub. L. 98–479, § 201(a)(1), sub-
stituted ‘‘Health and Human Services’’ for ‘‘Health,
Education, and Welfare’’.

Subsec. (d)(3)(A). Pub. L. 98–479, § 204(a)(13), sub-
stituted a semicolon for the comma at end.

1983—Subsec. (b)(1)(C). Pub. L. 98–181, § 436(1), inserted
‘‘public facility,’’ after ‘‘which is a’’.

Subsec. (d)(3)(B). Pub. L. 98–181, § 404(b)(15), sub-
stituted provision that the interest rate be such a rate
as agreed upon by the mortgagor and the mortgagee for
provision that the interest rate, exclusive of premium
charges for insurance and service charges, not exceed
such per centum per annum, not in excess of 6 per cen-
tum, on the amount of the principal obligation out-
standing at any time, as the Secretary finds necessary
to meet the mortgage market.

Subsec. (f). Pub. L. 98–181, § 436(2), inserted ‘‘, and in
the case of public hospitals, to encourage programs
that are undertaken to provide essential health care
services to all residents of a community regardless of
ability to pay’’ after ‘‘defined population’’.

1981—Subsec. (d)(5). Pub. L. 97–35 inserted provisions
respecting limitation on authority of the Secretary to
approve mortgage increases on eligible mortgages.

1980—Subsec. (d)(2). Pub. L. 96–399 revised existing
provisions into introductory paragraph and subpar. (A)
and added subpar. (B).

1979—Subsec. (d)(5). Pub. L. 96–153 added par. (5).
1977—Subsec. (c). Pub. L. 95–128, § 308(b), prohibited

charging any mortgage insurance premium with re-
spect to the amount of principal and interest guaran-
teed by the Department of Health, Education, and Wel-
fare under title VII of the Public Health Service Act.

Subsec. (d)(4). Pub. L. 95–128, § 308(a), inserted ref-
erence to section 1521.

1974—Subsec. (d)(2). Pub. L. 93–383 struck out ‘‘not to
exceed $50,000,000, and’’ after ‘‘an amount’’.

1970—Subsec. (b)(1)(C). Pub. L. 91–609, § 110(a), sub-
stituted as definition of ‘‘hospital’’ a facility ‘‘which is
a proprietary facility, or facility of a private nonprofit
corporation or association, licensed or regulated by the
State (or, if there is no State law providing for such li-
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censing or regulation by the State, by the municipality
or other political subdivision in which the facility is lo-
cated)’’ for ‘‘prior definition as a facility which is
owned and operated by one or more nonprofit corpora-
tions or associations no part of the net earnings of
which inures, or may lawfully inure, to the benefit of
any private shareholder or individual’’.

Subsec. (d)(2). Pub. L. 91–609, § 109, increased limita-
tion on amount of mortgage from $25,000,000 to
$50,000,000.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

CHANGE OF NAME

‘‘Department of Health and Human Services’’ sub-
stituted for ‘‘Department of Health, Education, and
Welfare’’ in subsec. (d)(5)(A), (B) pursuant to section
509(b) of Pub. L. 96–88, which is classified to section
3508(b) of Title 20, Education.

REGULATIONS

Section 411(b) of Pub. L. 100–242 directed Secretary of
Housing and Urban Development to issue regulations to
carry out amendment of this section by not later than
expiration of 90-day period following Feb. 5, 1988.

Secretary of Housing and Urban Development di-
rected to issue regulations implementing amendments
to this section by section 436 of Pub. L. 98–181, not later
than Oct. 31, 1984, see section 104(f) of Pub. L. 98–479, set
out as a note under section 1715b of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1715c, 1715n,
1735f–19 of this title; title 42 section 4822.

§ 1715z�8. Mortgage assistance payments for mid-
dle-income families

(a) Determination by Secretary of necessity; in-
terest subsidy payments; effective date

Whenever he determines such action to be nec-
essary in furtherance of the purposes set forth in
section 501 of the Emergency Home Finance Act
of 1970, the Secretary is authorized to make, and
to contract to make, periodic assistance pay-
ments on behalf of families of middle income.
The assistance shall be accomplished through
interest subsidy payments to the Federal Na-
tional Mortgage Association or the Federal
Home Loan Mortgage Corporation (hereinafter
referred to as ‘‘the investor’’) with respect to
mortgages meeting the special requirements
specified in this section and made after July 24,
1970.
(b) Qualifications of mortgagor for assistance

payments
To qualify for assistance payments a middle-

income family shall be a mortgagor under a
mortgage which is (1) insured under subsection
(j) of this section, (2) guaranteed under chapter
37 of title 38, or (3) a conventional mortgage
meeting the requirements of subsection (j)(3) of
this section. In addition to the foregoing re-
quirement, the Secretary may require that the
mortgagor have an income, at the time of acqui-
sition of the property, of not more than the me-
dian income for the area in which the property
is located, as determined by the Secretary, with
appropriate adjustments for smaller and larger
families.
(c) Termination of interest subsidy payments

The interest subsidy payments authorized by
this section shall cease when (1) the mortgagor

no longer occupies the property which secures
the mortgage, (2) the mortgages are no longer
held by the investor, or (3) the rate of interest
paid by the mortgagor reaches the rate of inter-
est specified on the mortgage.
(d) Monthly mortgage payments as determining

eligibility for interest subsidy payments;
mortgage assistance payments for middle-in-
come cooperative members; interest subsidy
payments; applicability of provisions to coop-
erative mortgagors

(1) Interest subsidy payments shall be on
mortgages on which the mortgagor makes
monthly payments towards principal and inter-
est equal to an amount which would be required
if the mortgage bore an effective interest rate of
7 per centum per annum including any discounts
or charges in the nature of points or otherwise
(but not including premiums, if any, for mort-
gage insurance) or such higher rate (not to ex-
ceed the rate specified in the mortgage), which
the mortgagor could pay by applying at least 20
per centum of his income towards homeowner-
ship expenses. As used in this subsection, the
term ‘‘monthly homeownership expense’’ in-
cludes the monthly payment for principal, inter-
est, mortgage insurance premium, insurance,
and taxes due under the mortgage.

(2) In addition to the mortgages eligible for as-
sistance under paragraph (1) of this subsection,
the Secretary is authorized to make periodic as-
sistance payments on behalf of cooperative
members of middle income. Such assistance pay-
ments shall be accomplished through interest
subsidy payments to the investor with respect
to mortgages insured (subsequent to July 24,
1970) under section 1715e of this title which are
executed by cooperatives, the membership in
which is limited to middle-income families. For
purposes of this paragraph—

(A) the term ‘‘mortgagor’’, when used in sub-
section (b) of this section in the case of a
mortgage covering a cooperative housing proj-
ect, means a member of the cooperative;

(B) the term ‘‘acquisition of the property’’,
when used in subsection (b) of this section,
means the family’s application for a dwelling
unit; and

(C) in the case of a cooperative mortgagor,
subsection (c) of this section shall not apply
and the interest subsidy payments shall cease
when the mortgage is no longer held by the in-
vestor or the cooperative fails to limit mem-
bership to families whose incomes at the time
of their application for a dwelling unit meets
such requirements as are laid down by the
Secretary pursuant to subsection (b) of this
section.

(e) Amount of interest subsidy payments
The interest subsidy payments shall be in an

amount equal to the difference, as determined
by the Secretary, between the total amount of
interest per calendar quarter received by the in-
vestor on mortgages assisted under this section
and purchased by it and the total amount of in-
terest which the investor would have received if
the yield on such mortgages was equal to the
sum of (1) the average costs (expressed as an an-
nual percentage rate) to it of all borrowed funds
outstanding in the immediately preceding cal-
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endar quarter, and (2) such per centum per
annum as will provide for administrative and
other expenses of the investor and a reasonable
economic return, as determined by the Sec-
retary to be necessary and appropriate taking
into account the purpose of this section to pro-
vide additional mortgage credit at reasonable
rates of interest to middle-income families.
(f) Adoption of procedures for recertifications of

mortgagor�s income
Procedures shall be adopted by the Secretary

for recertifications of the mortgagor’s income at
intervals of two years (or at shorter intervals
where the Secretary deems it desirable) for the
purpose of adjusting the amount of the mortga-
gor’s payments pursuant to subsection (d) of
this section.
(g) Regulations to assure that sales price or

other consideration paid is not increased
above appraised value

The Secretary shall prescribe such regulations
as he deems necessary to assure that the sales
price of, or other consideration paid in connec-
tion with, the purchase by a homeowner of the
property with respect to which assistance pay-
ments are to be made is not increased above the
appraised value on which the maximum mort-
gage which the Secretary will insure is com-
puted.
(h) Authorization of appropriations; aggregate

amount of assistance payment contracts; ter-
mination date

(1) There are authorized to be appropriated
such sums as may be necessary to enable the
Secretary to make interest subsidy payments
under contracts entered into under this section.
The aggregate amount of contracts to make
such payments shall not exceed amounts ap-
proved in appropriation Acts, and payments pur-
suant to such contracts shall not exceed
$105,000,000 during the first year of such con-
tracts prior to July 1, 1971, which amount shall
be increased by an additional $105,000,000 during
the first year of an additional number of such
contracts on July 1 of each of the years 1971 and
1972.

(2) No interest subsidy payments under this
section shall be made after June 30, 1973, except
pursuant to contracts entered into on or before
such date.
(i) Determination of family income; exclusion of

income of minors
In determining the income of any family for

the purposes of this section, income from all
sources of each member of the family in the
household shall be included, except that the Sec-
retary shall exclude income earned by any
minor person.
(j) Insurance of mortgages executed by mortga-

gors meeting eligibility requirements for as-
sistance payments; issuance of commitment;
eligibility requirements for insurance

(1) The Secretary is authorized, upon applica-
tion by the mortgagee, to insure a mortgage ex-
ecuted by a mortgagor who meets the eligibility
requirements for assistance payments prescribed
by the Secretary under subsection (b) of this
section. Commitments for the insurance of such

mortgages may be issued by the Secretary prior
to the date of their execution or disbursement
thereon, upon such terms and conditions as the
Secretary may prescribe.

(2) To be eligible for insurance under this sub-
section, a mortgage shall meet the requirements
of section 1715l(d)(2) or 1715y(c) of this title, ex-
cept as such requirements are modified by this
subsection: Provided, however, That in the dis-
cretion of the Secretary 25 per centum of the au-
thority conferred by this section and subject to
all the terms thereof may be used for mortgages
on existing housing.

(3) A mortgage to be insured under this section
shall—

(i) involve a single-family dwelling which
has been approved by the Secretary prior to
the beginning of construction, or a one-family
unit in a condominium project (together with
an undivided interest in the common areas
and facilities serving the project) which is re-
leased from a multifamily project, the con-
struction of which has been completed within
two years prior to the filing of the application
for assistance payments with respect to such
family unit and the unit shall have had no pre-
vious occupant other than the mortgagor;

(ii) involve a single-family dwelling whose
appraised value, as determined by the Sec-
retary, is not in excess of $20,000 (which
amount may be increased by not more than 50
per centum in any geographical area where
the Secretary authorizes an increase on the
basis of a finding that the cost level so re-
quires); and

(iii) be executed by a mortgagor who shall
have paid in cash or its equivalent on account
of the property (A) 3 per centum of the first
$15,000 of the appraised value of the property,
(B) 10 per centum of such value in excess of
$15,000 but not in excess of $25,000, and (C) 20
per centum of such value in excess of $25,000.

(June 27, 1934, ch. 847, title II, § 243, as added
Pub. L. 91–351, title V, § 502, July 24, 1970, 84 Stat.
458; amended Pub. L. 98–479, title II, § 204(a)(14),
(15), Oct. 17, 1984, 98 Stat. 2232.)

REFERENCES IN TEXT

Section 501 of the Emergency Home Finance Act of
1970, referred to in subsec. (a), is section 501 of Pub. L.
91–351, which is set out as a note below.

AMENDMENTS

1984—Subsec. (d)(2). Pub. L. 98–479, § 204(a)(14), redes-
ignated subpars. (1), (2), and (3) as subpars. (A), (B), and
(C), respectively.

Subsec. (j)(3)(ii). Pub. L. 98–479, § 204(a)(15), sub-
stituted ‘‘; and’’ for period at end.

CONGRESSIONAL FINDINGS AND DECLARATION OF
PURPOSE

Section 501 of Pub. L. 91–351 provided that: ‘‘The Con-
gress finds that—

‘‘(1) periodic episodes of monetary stringency and
high interest rates make it extremely difficult for
families of middle income to obtain mortgage credit
at rates which they can afford to pay;

‘‘(2) periods of monetary stringency and high inter-
est rates are directly related to the Government’s
monetary and fiscal policies;

‘‘(3) a disproportionate share of the burden of sus-
taining these anti-inflationary policies of the Gov-
ernment falls on families of middle income who are
buyers or prospective buyers of homes; and
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‘‘(4) the Government has a responsibility to lessen
the disproportionate burden which such families bear
as a result of such policies.

It is the purpose of this title [enacting this section, and
amending sections 1715z–3 and 1719 of this title] to pro-
vide, during periods of high mortgage interest rates, a
source of mortgage credit for such families which is
within their financial means.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1715z–3, 1719 of
this title.

§ 1715z�9. Co-insurance of eligible mortgage, ad-
vance, or loan

(a) Authority of Secretary; request of mortgagee;
premium charges; provisions of contract of
co-insurance; non-applicability of state insur-
ance laws

In addition to providing insurance as other-
wise authorized under this chapter, and notwith-
standing any other provision of this chapter in-
consistent with this section, the Secretary, upon
request of any mortgagee and for such mortgage
insurance premium as he may prescribe (which
premium, or other charges to be paid by the
mortgagor, shall not exceed the premium, or
other charges, that would otherwise be applica-
ble), may insure and make a commitment to in-
sure under any provision of this subchapter any
mortgage, advance, or loan otherwise eligible
under such provision, pursuant to a co-insurance
contract providing that the mortgagee will—

(1) assume a percentage of any loss on the
insured mortgage, advance, or loan in direct
proportion to the amount of the co-insurance,
which co-insurance shall not be less than 10
per centum, subject to any reasonable limit or
limits on the liability of the mortgagee that
may be specified in the event of unusual or
catastrophic losses that may be incurred by
any one mortgagee; and

(2) carry out (under a delegation or other-
wise and with or without compensation but
subject to audit, exception, or review require-
ments) such credit approval, appraisal, inspec-
tion, commitment, property disposition, or
other functions as the Secretary, pursuant to
regulations, shall approve as consistent with
the purposes of this chapter.

Any contract of co-insurance under this section
shall contain such provisions relating to the
sharing of premiums on a sound actuarial basis,
establishment of mortgage reserves, manner of
calculating insurance benefits, conditions with
respect to foreclosure, handling and disposition
of property prior to claim or settlement, rights
of assignees (which may elect not to be subject
to the loss sharing provisions), and other similar
matters as the Secretary may prescribe pursu-
ant to regulations. A mortgagee which enters
into a contract of co-insurance under this sec-
tion shall not by reason of such contract, or its
adherence to such contract or applicable regula-
tions of the Secretary, including provisions re-
lating to the retention of risks in the event of
sale or assignment of a mortgage, be made sub-
ject to any State law regulating the business of
insurance.

(b) Inspection of construction of dwellings or
projects as prerequisite; minimum standards
or criteria applicable

No insurance shall be granted pursuant to this
section with respect to dwellings or projects ap-
proved for insurance prior to the beginning of
construction unless the inspection of such con-
struction is conducted in accordance with at
least the minimum standards and criteria used
with respect to dwellings or projects approved
for mortgage insurance pursuant to other provi-
sions of this subchapter.

(c) Repealed. Pub. L. 100�242, title IV, § 414(a),
Feb. 5, 1988, 101 Stat. 1907

(d) Repealed. Pub. L. 100�242, title IV, § 401(a)(3),
Feb. 5, 1988, 101 Stat. 1898

(e) Availability unaffecting insurance otherwise
authorized; criteria for exercise of authority
by Secretary

The Secretary shall not withdraw, deny, or
delay insurance otherwise authorized under any
other provision of this chapter by reason of the
availability of insurance pursuant to this sec-
tion. The Secretary shall exercise his authority
under this section only to the extent that he
finds that the continued exercise of such author-
ity will not adversely affect the flow of mort-
gage credit to older and declining neighborhoods
and to the purchasers of older and lower cost
housing.

(f) Multifamily housing project; contract provi-
sions; aggregate principal amount of all
mortgages insured; loans on defaulted mort-
gages; insurance for state assisted projects
and projects under construction; definitions;
amount of reserves

(1) Where the mortgage covers a multifamily
housing project, the co-insurance contract may
provide that the mortgagee assume (i) the full
amount of any loss on the insured mortgage up
to an amount equal to a fixed percentage of the
outstanding principal balance of the mortgage
at the time of claim for insurance benefits, or
(ii) the full amount of any losses on insured
mortgages in a portfolio of mortgages approved
by the Secretary up to an amount equal to a
fixed percentage of the outstanding principal
balance of all mortgages in such portfolio at the
time of claim for insurance benefits on a mort-
gage in the portfolio, plus a share of any loss in
excess of the amount under clause (i) or (ii),
whichever is applicable.

(2) The Secretary may make loans, from the
applicable insurance fund, to public housing
agencies in connection with mortgages which
have been insured pursuant to this subsection
and which are in default.

(3) The Secretary may insure and make a com-
mitment to insure in connection with a co-in-
surance contract pursuant to this subsection (A)
a mortgage on a project assisted under the sec-
ond proviso in the fist sentence of section
1715z–1(b) of this title, and (B) a mortgage or ad-
vance on a mortgage made to a public housing
agency on a project under construction which is
not approved for insurance prior to construc-
tion.
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1 See References in Text note below.
2 So in original. Two subsecs. (i) have been enacted.

(4) As used in this subsection, the term ‘‘public
housing agency’’ has the meaning given such
term in section 1437a(b)(6) of title 42.

(5) Notwithstanding any other provision of
this chapter, the Secretary may include in the
determination of replacement cost of a project
to be covered by a mortgage made to a public
housing agency and insured pursuant to this
subsection, such reserves and development
costs, not to exceed 5 per centum of the amount
otherwise allowable, as may be established or
authorized by the public housing agency consist-
ent with such agency’s procedures and under-
writing standards.
(g) Redesignated (f)

(h) Acceptable co-insurance provisions for rental
rehabilitation; termination date

Notwithstanding any other provision of this
section, in the case of a mortgage insured under
section 1715n(f) of this title secured by property
which is to be rehabilitated or developed under
section 1437o 1 of title 42, such co-insurance may
include provisions that—

(1) insurance benefits shall equal the sum of
(A) 90 per centum of the mortgage on the date
of institution of foreclosure proceedings (or on
the date of acquisition of the property other-
wise after default), and (B) 90 per centum of
interest arrears on the date benefits are paid;

(2) the mortgagee shall remit to the Sec-
retary, for credit to the General Insurance
Fund, 90 per centum of any proceeds of the
property, including sale proceeds, net of the
mortgagee’s actual and reasonable costs relat-
ed to the property and the enforcement of se-
curity;

(3) payment of such benefits shall be made in
cash unless the mortgagee submits a written
request for debenture payment; and

(4) the underwriter of co-insurance may rein-
sure 10 per centum of the mortgage amount
with a private mortgage insurance company or
with a State mortgage insurance agency.

(i) 2 Authority of mortgagee to assign its interest
in any note or mortgage subject to a contract
of co-insurance; terms and conditions re-
specting retention of co-insurance risk of
such note or mortgage

Any mortgagee which enters into a contract of
co-insurance under this section shall have the
authority to assign its interest in any note or
mortgage subject to a contract of co-insurance
to a warehouse bank or other financial institu-
tion which provides interim funding for a loan
co-insured under this section, and to retain the
co-insurance risk of such note or mortgage,
upon such terms and conditions as the Secretary
shall prescribe.

(i) 2 Annual review of, and assessment of compli-
ance with, requirements; report; adjustment
of requirements

The Secretary shall, by January 15 and July 15
of each year (1) review the adequacy of capital
and other requirements for mortgagees under
this section, (2) assess the compliance by mort-

gagees with such requirements, and (3) make
such adjustment to such requirements as the
Secretary, after providing opportunity for hear-
ing, determines to be appropriate to improve the
long-term financial soundness of the Federal
Housing Administration funds. Such require-
ments shall include the minimum capital or net
worth of mortgagees; the ratio that mortgagees
shall maintain between the mortgagee’s capital
and the volume of mortgages co-insured by such
mortgagee; and such other requirements as the
Secretary determines to be appropriate to en-
sure the long-term financial soundness of the
Federal Housing Administration funds. The Sec-
retary shall submit to the Committee on Bank-
ing, Housing, and Urban Affairs of the Senate
and the Committee on Banking, Finance and
Urban Affairs of the House of Representatives a
report on the review and assessment under the
previous sentence, and an explanation of the
Secretary’s reasons for making any adjustment
in requirements authorized under this section.

(June 27, 1934, ch. 847, title II, § 244, as added
Pub. L. 93–383, title III, § 307, Aug. 22, 1974, 88
Stat. 679; amended Pub. L. 94–375, § 6, Aug. 3,
1976, 90 Stat. 1070; Pub. L. 95–60, § 1(d), June 30,
1977, 91 Stat. 257; Pub. L. 95–80, § 1(d), July 31,
1977, 91 Stat. 339; Pub. L. 95–128, title III, § 301(f),
Oct. 12, 1977, 91 Stat. 1131; Pub. L. 95–406, § 1(f),
Sept. 30, 1978, 92 Stat. 879; Pub. L. 95–557, title
III, § 301(f), Oct. 31, 1978, 92 Stat. 2096; Pub. L.
96–71, § 1(f), Sept. 28, 1979, 93 Stat. 501; Pub. L.
96–105, § 1(f), Nov. 8, 1979, 93 Stat. 794; Pub. L.
96–153, title III, § 301(f), Dec. 21, 1979, 93 Stat.
1111; Pub. L. 96–372, § 1(f), Oct. 3, 1980, 94 Stat.
1363; Pub. L. 96–399, title III, § 301(f), Oct. 8, 1980,
94 Stat. 1638; Pub. L. 96–470, title I, § 107(a), Oct.
19, 1980, 94 Stat. 2238; Pub. L. 97–35, title III,
§ 331(f), Aug. 13, 1981, 95 Stat. 413; Pub. L. 97–289,
§ 1(f), Oct. 6, 1982, 96 Stat. 1230; Pub. L. 98–35,
§ 1(f), May 26, 1983, 97 Stat. 197; Pub. L. 98–109,
§ 1(f), Oct. 1, 1983, 97 Stat. 745; Pub. L. 98–181,
title III, § 303(a), title IV, §§ 401(e), 434, Nov. 30,
1983, 97 Stat. 1206, 1207, 1222; Pub. L. 98–479, title
I, § 104(a)(5), Oct. 17, 1984, 98 Stat. 2225; Pub. L.
99–120, § 1(e), Oct. 8, 1985, 99 Stat. 502; Pub. L.
99–156, § 1(e), Nov. 15, 1985, 99 Stat. 815; Pub. L.
99–219, § 1(e), Dec. 26, 1985, 99 Stat. 1730; Pub. L.
99–267, § 1(e), Mar. 27, 1986, 100 Stat. 73; Pub. L.
99–272, title III, § 3007(e), Apr. 7, 1986, 100 Stat.
105; Pub. L. 99–289, § 1(b), May 2, 1986, 100 Stat.
412; Pub. L. 99–345, § 1, June 24, 1986, 100 Stat. 673;
Pub. L. 99–430, Sept. 30, 1986, 100 Stat. 986; Pub.
L. 100–122, § 1, Sept. 30, 1987, 101 Stat. 793; Pub. L.
100–154, Nov. 5, 1987, 101 Stat. 890; Pub. L. 100–170,
Nov. 17, 1987, 101 Stat. 914; Pub. L. 100–179, Dec.
3, 1987, 101 Stat. 1018; Pub. L. 100–200, Dec. 21,
1987, 101 Stat. 1327; Pub. L. 100–242, title IV,
§§ 401(a)(3), 414, 429(g), Feb. 5, 1988, 101 Stat. 1898,
1907, 1919; Pub. L. 101–235, title I, § 139(a), Dec. 15,
1989, 103 Stat. 2029.)

REFERENCES IN TEXT

Section 1437o of title 42, referred to in subsec. (h), was
repealed by Pub. L. 101–625, title II, § 289(b), Nov. 28,
1990, 104 Stat. 4128.

AMENDMENTS

1989—Subsec. (i). Pub. L. 101–235 added subsec. (i) re-
lating to annual review of, and assessment of compli-
ance with, requirements.
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1988—Subsec. (c). Pub. L. 100–242, § 414(a), struck out
subsec. (c) which read as follows: ‘‘No insurance shall
be granted pursuant to this section unless the Sec-
retary has, after due consultation with the mortgage
lending industry, determined that the demonstration
program of co-insurance authorized by this section will
not disrupt the mortgage market or reduce the avail-
ability of mortgage credit to borrowers who depend
upon mortgage insurance provided under this chapter.’’

Subsec. (d). Pub. L. 100–242, § 401(a)(3), struck out sub-
sec. (d) which read as follows: ‘‘No mortgage, advance,
or loan shall be insured pursuant to this section after
March 15, 1988, except pursuant to a commitment to in-
sure made before that date.’’

Subsec. (f). Pub. L. 100–242, § 429(g)(1), which directed
that subsec. (g) be amended by striking out par. (2)
which read: ‘‘The second sentence of subsection (d) of
this section shall not apply to mortgages made to pub-
lic housing agencies, but for purposes of such second
sentence such mortgages shall not be counted in the
aggregate principal amount of all mortgages insured
under this subchapter.’’, and by redesignating former
pars. (3) to (6) as (2) to (5), was executed to subsec. (f)
to reflect the probable intent of Congress, because of
the prior redesignation of subsec. (g) as (f) by Pub. L.
96–470, § 107(a).

Subsec. (h). Pub. L. 100–242, §§ 414(b)(1), 429(g)(2), made
identical amendments, substituting ‘‘co-insurance’’ for
‘‘coinsurance’’ in introductory provision and par. (4).

Pub. L. 100–242, § 401(a)(3), struck out at end ‘‘No com-
mitment for insurance pursuant to this subsection may
be issued after March 15, 1988.’’

Subsec. (i). Pub. L. 100–242, § 414(b)(2), added subsec.
(i).

1987—Subsecs. (d), (h). Pub. L. 100–200 substituted
‘‘March 15, 1988’’ for ‘‘December 16, 1987’’.

Pub. L. 100–179 substituted ‘‘December 16, 1987’’ for
‘‘December 2, 1987’’.

Pub. L. 100–170 substituted ‘‘December 2, 1987’’ for
‘‘November 15, 1987’’.

Pub. L. 100–154 substituted ‘‘November 15, 1987’’ for
‘‘October 31, 1987’’.

Pub. L. 100–122 substituted ‘‘October 31, 1987’’ for
‘‘September 30, 1987’’.

1986—Subsecs. (d), (h). Pub. L. 99–430 substituted
‘‘September 30, 1987’’ for ‘‘September 30, 1986’’.

Pub. L. 99–345 substituted ‘‘September 30, 1986’’ for
‘‘June 6, 1986’’.

Pub. L. 99–289 substituted ‘‘June 6, 1986’’ for ‘‘April 30,
1986’’.

Pub. L. 99–272 made amendment identical to Pub. L.
99–219. See 1985 Amendment note below.

Pub. L. 99–267 substituted ‘‘April 30, 1986’’ for ‘‘March
17, 1986’’.

1985—Subsec. (d). Pub. L. 99–219, § 1(e)(1), substituted
‘‘March 17, 1986’’ for ‘‘December 15, 1985’’.

Pub. L. 99–156, § 1(e)(1), substituted ‘‘December 15,
1985’’ for ‘‘November 14, 1985’’.

Pub. L. 99–120, § 1(e)(1), substituted ‘‘November 14,
1985’’ for ‘‘September 30, 1985’’.

Subsec. (h). Pub. L. 99–219, § 1(e)(2), substituted ‘‘after
March 17, 1986’’ for ‘‘on or after December 16, 1985’’.

Pub. L. 99–156, § 1(e)(2), substituted ‘‘December 16,
1985’’ for ‘‘November 15, 1985’’.

Pub. L. 99–120, § 1(e)(2), substituted ‘‘November 15,
1985’’ for ‘‘October 1, 1985’’.

1984—Subsec. (d). Pub. L. 98–479 amended subsec. (d)
generally, thereby striking out last sentence which
provided: ‘‘The aggregate principal amount of mort-
gages and loans insured pursuant to this section in any
fiscal year beginning on or after July 1, 1974, and end-
ing prior to October 1, 1985, shall not exceed 20 per cen-
tum of the aggregate principal amount of all mortgages
and loans insured under this subchapter during such
fiscal year.’’

1983—Subsec. (d). Pub. L. 98–181, § 401(e)(3), which di-
rected that last two sentences of subsec. (d) be struck
out was executed by striking out last sentence which
provided that the overall percentage limitation speci-
fied in the preceding sentence also apply separately

within each of the categories of mortgages and loans
covering one- to four-family dwellings and mortgages
and loans covering projects with five or more dwelling
units, as the probable intent of Congress, in view of the
amendment to the next to last sentence by section
401(e)(2) of Pub. L. 98–181.

Pub. L. 98–181, § 401(e)(1), (2), substituted ‘‘September
30, 1985’’ for ‘‘November 30, 1983’’ and ‘‘October 1, 1985’’
for ‘‘December 1, 1983’’.

Pub. L. 98–109 substituted ‘‘November 30, 1983’’ for
‘‘September 30, 1983’’ and ‘‘December 1, 1983’’ for ‘‘Octo-
ber 1, 1983’’.

Pub. L. 98–35 substituted ‘‘September 30, 1983’’ for
‘‘May 20, 1983’’ and ‘‘October 1, 1983’’ for ‘‘May 21, 1983’’.

Subsec. (f)(1). Pub. L. 98–181, § 434(1), struck out ‘‘the
mortgagee is a public housing agency or an insured de-
pository institution and’’ after ‘‘Where’’. Notwith-
standing the directory language that amendment be
made to subsec. (g)(1), the amendment was executed to
subsec. (f)(1) to reflect the probable intent of Congress
and the intervening redesignation of subsec. (g) as (f)
by Pub. L. 96–470.

Subsec. (f)(5). Pub. L. 98–181, § 434(2), substituted ref-
erence to section 1437a(b)(6) of title 42 for reference to
section 1437a(6) of title 42 and struck out provision
which defined the term ‘‘insured depository institu-
tion’’ as any savings bank, savings and loan associa-
tion, commercial bank or other such depository insti-
tution whose deposits are insured by the Federal De-
posit Insurance Corporation, by the Federal Savings
and Loan Insurance Corporation, or by an agency or in-
strumentality of a State. Notwithstanding the direc-
tory language that amendment be made to subsec.
(g)(5), the amendment was executed to subsec. (f)(5) to
reflect the probable intent of Congress and the inter-
vening redesignation of subsec. (g) as (f) by Pub. L.
96–470.

Subsec. (h). Pub. L. 98–181, § 303(a), added subsec. (h).
1982—Subsec. (d). Pub. L. 97–289 substituted ‘‘May 20,

1983’’ and ‘‘May 21, 1983’’ for ‘‘September 30, 1982’’ and
‘‘October 1, 1982’’, respectively.

1981—Subsec. (d). Pub. L. 97–35 substituted ‘‘1982’’ for
‘‘1981’’ in two places.

1980—Subsec. (d). Pub. L. 96–399 substituted ‘‘Septem-
ber 30, 1981’’ and ‘‘October 1, 1981’’ for ‘‘October 15, 1980’’
and ‘‘October 16, 1980’’, respectively.

Pub. L. 96–372 substituted ‘‘October 15, 1980’’ and ‘‘Oc-
tober 16, 1980’’ for ‘‘September 30, 1980’’ and ‘‘October 1,
1980’’, respectively.

Subsecs. (f), (g). Pub. L. 96–470 struck out subsec. (f)
and redesignated subsec. (g) as (f).

1979—Subsec. (d). Pub. L. 96–153 substituted ‘‘Septem-
ber 30, 1980’’ for ‘‘November 30, 1979’’ and ‘‘October 1,
1980’’ for ‘‘December 1, 1979’’.

Pub. L. 96–105 substituted ‘‘November 30, 1979’’ and
‘‘December 1, 1979’’ for ‘‘October 31, 1979’’ and ‘‘Novem-
ber 1, 1979’’, respectively.

Pub. L. 96–71 substituted ‘‘October 31, 1979’’ and ‘‘No-
vember 1, 1979’’ for ‘‘September 30, 1979’’ and ‘‘October
1, 1979’’, respectively.

1978—Subsec. (d). Pub. L. 95–557 substituted ‘‘Septem-
ber 30, 1979’’ for ‘‘October 31, 1978’’ and ‘‘October 1, 1979’’
for ‘‘November 1, 1978’’.

Pub. L. 95–406 substituted ‘‘October 31, 1978’’ for ‘‘Sep-
tember 30, 1978’’ and ‘‘November 1, 1978’’ for ‘‘October 1,
1978’’.

1977—Subsec. (d). Pub. L. 95–128 substituted ‘‘Septem-
ber 30, 1978’’ for ‘‘September 30, 1977’’ and ‘‘October 1,
1978’’ for ‘‘October 1, 1977’’.

Pub. L. 95–80 substituted ‘‘September 30, 1977’’ for
‘‘July 31, 1977’’.

Pub. L. 95–60 substituted ‘‘July 31, 1977’’ for ‘‘June 30,
1977’’.

1976—Subsec. (a). Pub. L. 94–375, § 6(b), inserted, in
text following par. (2), a provision excluding a mortga-
gee which enters into a contract under this section
from regulation by state insurance laws.

Subsec. (g). Pub. L. 94–375, § 6(a), added subsec. (g).

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
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mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 42 section 1437f.

§ 1715z�10. Graduated payment and indexed
mortgages

(a) Criteria; principal obligation limitation; ter-
mination date

The Secretary may insure under any provision
of this subchapter mortgages and loans with
provisions of varying rates of amortization cor-
responding to anticipated variations in family
income or with monthly payments and out-
standing balances adjusted by a percentage
change in a selected price index to the extent he
determines such mortgages or loans (1) have
promise for expanding housing opportunities or
meet special needs, (2) can be developed to in-
clude any safeguards for mortgagors or pur-
chasers that may be necessary to offset special
risks of such mortgages, and (3) have a potential
for acceptance in the private market. Notwith-
standing any other provision of this subchapter,
except as provided in subsections (b) and (c) of
this section, the principal obligation (including
all interest to be deferred and added to prin-
cipal) of a mortgage insured pursuant to this
subsection may not exceed 97 per centum of the
appraised value of the property covered by the
mortgage as of the date the mortgage is accept-
ed for insurance.
(b) Inapplicability of principal obligation limita-

tions
Notwithstanding the provisions of subsection

(a) of this section, the Secretary may insure
under any provision of this subchapter a mort-
gage or loan which meets the requirements of
the first sentence of subsection (a) of this sec-
tion and which has provisions for varying rates
of amortization if the Secretary determines—

(1) the mortgagor could not reasonably af-
ford to purchase the dwelling unit by means of
a mortgage insured under subsection (a) of
this section or any other mortgage insurance
program under this subchapter;

(2) the principal obligation of the mortgage
or loan initially does not exceed the percent-
age of the initial appraised value of the prop-
erty specified in section 1709(b) of this title as
of the date the mortgage or loan is accepted
for insurance;

(3) the principal obligation of the mortgage
or loan thereafter (including all interest to be
deferred and added to principal) will not at
any time be scheduled to exceed 97 per centum
of the projected value of the property; and

(4) the principal obligation of the mortgage
thereafter will not exceed 113 per centum of
the initial appraised value of the property.

Mortgage insurance under this subsection shall
be limited to mortgages executed by mortgagors
who, as determined by the Secretary, have not
owned dwelling units within the preceding three
years. For the purpose of this subsection, the
projected value of the property shall be cal-
culated by the Secretary by increasing the ini-
tial appraised value of the property at a rate not
in excess of 21⁄2 per centum per annum. The num-
ber of mortgages which are insured in accord-
ance with this subsection in any fiscal year may
not exceed (A) that number of mortgages the ag-
gregate initial principal obligation of which
equals 10 per centum of the aggregate amount of
the initial principal obligation of all mortgages
secured by properties improved by one- to four-
family residences which are insured under this
subchapter during the preceding fiscal year, or
(B) 50,000 mortgages, whichever is greater. No
loan or mortgage may be insured under this sub-
section after February 5, 1988, except pursuant
to a commitment to insure entered into on or
before February 5, 1988.

(c) Mortgages with monthly adjustments based
on selected price index; priority; regulations;
number

Notwithstanding the provisions of subsection
(a) of this section, the Secretary may insure
under any provision of this subchapter a mort-
gage or loan that meets the requirements of the
first sentence of subsection (a) of this section
and that has provisions permitting adjustment
of monthly payments and outstanding principal
according to changes or percentages of changes
in a selected price index if the Secretary deter-
mines—

(1) the principal obligation of the mortgage
or loan initially does not exceed the percent-
age of the initial appraised value of the prop-
erty specified in section 1709(b) of this title as
of the date the mortgage or loan is accepted
for insurance; and

(2) the monthly payments and principal obli-
gation of the mortgage or loan thereafter will
not at any time be increased at a rate greater
than the percentage change in the price index
stipulated in the initial mortgage or loan con-
tract.

In carrying out this subsection, the Secretary
shall give a priority to mortgages executed by
mortgagors who, as determined by the Sec-
retary, have not owned dwelling units within
the preceding 3 years. The Secretary shall, not
later than March 31, 1984, prescribe regulations
establishing guidelines governing mortgages and
loans described in this subsection and shall, to
the extent practicable, conduct a demonstration
program to insure mortgages and loans in ac-
cordance with this subsection during fiscal
years 1984 and 1985. The aggregate number of
mortgages and loans insured under this sub-
section and section 1715z–17 of this title in any
fiscal year may not exceed 10 percent of the ag-
gregate number of mortgages and loans insured
by the Secretary under this subchapter during
the preceding fiscal year.
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(d) Multifamily housing
(1) The Secretary may insure, under any provi-

sion of this subchapter relating to multifamily
housing projects, mortgages and loans with pro-
visions of varying rates of amortization cor-
responding to anticipated variations in project
income, to the extent the Secretary determines
such mortgages or loans (A) have promise for ex-
panding housing opportunities or meet special
needs; (B) can be developed to include any safe-
guards for mortgagors, tenants, or purchasers
that may be necessary to offset special risks of
such mortgages; and (C) have a potential for ac-
ceptance in the private market.

(2) Notwithstanding any other provision of
this subchapter, the principal obligation of a
mortgage or loan insured pursuant to this sub-
section—

(A) may not exceed initially the percentage
of the initial appraised value or replacement
cost of the property involved that is required
by the provision of this subchapter under
which such property is insured; and

(B) thereafter (including all interest to be
deferred and added to principal) may not at
any time be scheduled to exceed 100 percent of
the projected value of such property.

(3) For purposes of this subsection, the pro-
jected value of a property shall be calculated by
the Secretary by increasing the initial appraised
value of such property at a rate not in excess of
2.5 percent per annum.
(e) Inapplicability of State constitution, etc., pro-

vision limiting interest or requiring mini-
mum amortization of principal

Any mortgage or loan insured pursuant to this
section which contains or sets forth any grad-
uated mortgage provisions (including but not
limited to provisions for adding deferred inter-
est to principal) which are authorized under this
section and applicable regulations, or which
have been insured on the basis of their being so
authorized, shall not be subject to any State
constitution, statute, court decree, common
law, or rule or public policy (1) limiting the
amount of interest which may be charged,
taken, received, or reserved, or the manner of
calculating such interest (including but not lim-
ited to prohibitions against the charging of in-
terest on interest), if such constitution, statute,
court decree, common law, or rule would not
apply to the mortgage or loan in the absence of
such graduated payment mortgage provisions,
or (2) requiring a minimum amortization of
principal under the mortgage or loan.

(June 27, 1934, ch. 847, title II, § 245, as added
Pub. L. 93–383, title III, § 308, Aug. 22, 1974, 88
Stat. 680; amended Pub. L. 94–375, § 7, Aug. 3,
1976, 90 Stat. 1071; Pub. L. 95–128, title III,
§§ 301(g), 310, Oct. 12, 1977, 91 Stat. 1131, 1136; Pub.
L. 95–406, § 1(g), Sept. 30, 1978, 92 Stat. 879; Pub.
L. 95–557, title III, § 301(g), Oct. 31, 1978, 92 Stat.
2096; Pub. L. 95–630, title XV, § 1503, Nov. 10, 1978,
92 Stat. 3713; Pub. L. 96–71, § 1(g), Sept. 28, 1979,
93 Stat. 501; Pub. L. 96–105, § 1(g), Nov. 8, 1979, 93
Stat. 794; Pub. L. 96–153, title III, §§ 301(g), 311(b),
Dec. 21, 1979, 93 Stat. 1112, 1115; Pub. L. 96–372,
§ 1(g), Oct. 3, 1980, 94 Stat. 1363; Pub. L. 96–399,
title III, § 301(g), Oct. 8, 1980, 94 Stat. 1638; Pub.

L. 97–35, title III, § 331(g) Aug. 13, 1981, 95 Stat.
413; Pub. L. 97–289, § 1(g), Oct. 6, 1982, 96 Stat.
1230; Pub. L. 98–35, § 1(g), May 26, 1983, 97 Stat.
197; Pub. L. 98–109, § 1(g), Oct. 1, 1983, 97 Stat. 745;
Pub. L. 98–181, title IV, §§ 401(f), 441, 442, Nov. 30,
1983, 97 Stat. 1208, 1223, 1224; Pub. L. 99–120, § 1(f),
Oct. 8, 1985, 99 Stat. 502; Pub. L. 99–156, § 1(f),
Nov. 15, 1985, 99 Stat. 815; Pub. L. 99–219, § 1(f),
Dec. 26, 1985, 99 Stat. 1730; Pub. L. 99–267, § 1(f),
Mar. 27, 1986, 100 Stat. 73; Pub. L. 99–272, title III,
§ 3007(f), Apr. 7, 1986, 100 Stat. 105; Pub. L. 99–289,
§ 1(b), May 2, 1986, 100 Stat. 412; Pub. L. 99–345,
§ 1, June 24, 1986, 100 Stat. 673; Pub. L. 99–430,
Sept. 30, 1986, 100 Stat. 986; Pub. L. 100–122, § 1,
Sept. 30, 1987, 101 Stat. 793; Pub. L. 100–154, Nov.
5, 1987, 101 Stat. 890; Pub. L. 100–170, Nov. 17, 1987,
101 Stat. 914; Pub. L. 100–179, Dec. 3, 1987, 101
Stat. 1018; Pub. L. 100–200, Dec. 21, 1987, 101 Stat.
1327; Pub. L. 100–242, title IV, §§ 401(a)(4), 408(b),
415(b)(1), Feb. 5, 1988, 101 Stat. 1898, 1903, 1907;
Pub. L. 107–326, § 3, Dec. 4, 2002, 116 Stat. 2793.)

AMENDMENTS

2002—Subsec. (a). Pub. L. 107–326, § 3(1), struck out be-
fore period at end ‘‘, or if the mortgagor is a veteran
and the mortgage is to be insured in accordance with
the provisions of section 1709 of this title, such higher
percentage of appraised value as is provided for pur-
poses of determining the maximum mortgage amount
eligible for insurance under section 1709(b)(2) of this
title in the case of veterans’’.

Subsec. (b)(3). Pub. L. 107–326, § 3(2), struck out ‘‘, or,
if the mortgagor is a veteran, such higher percentage
as is provided under section 1709(b)(2) of this title for
veterans,’’ after ‘‘97 per centum’’.

1988—Subsec. (a). Pub. L. 100–242, § 401(a)(4), struck
out at end ‘‘A mortgage or loan may not be insured
pursuant to this subsection after March 15, 1988, except
pursuant to a commitment entered into prior to such
date.’’

Subsec. (b). Pub. L. 100–242, § 408(b), inserted at end
‘‘No loan or mortgage may be insured under this sub-
section after February 5, 1988, except pursuant to a
commitment to insure entered into on or before such
date.’’

Subsec. (c). Pub. L. 100–242, § 415(b)(1), struck out ref-
erence to section 1715z–16 of this title in last sentence.

1987—Subsec. (a). Pub. L. 100–200 substituted ‘‘March
15, 1988’’ for ‘‘December 16, 1987’’.

Pub. L. 100–179 substituted ‘‘December 16, 1987’’ for
‘‘December 2, 1987’’.

Pub. L. 100–170 substituted ‘‘December 2, 1987’’ for
‘‘November 15, 1987’’.

Pub. L. 100–154 substituted ‘‘November 15, 1987’’ for
‘‘October 31, 1987’’.

Pub. L. 100–122 substituted ‘‘October 31, 1987’’ for
‘‘September 30, 1987’’.

1986—Subsec. (a). Pub. L. 99–430 substituted ‘‘Septem-
ber 30, 1987’’ for ‘‘September 30, 1986’’.

Pub. L. 99–345 substituted ‘‘September 30, 1986’’ for
‘‘June 6, 1986’’.

Pub. L. 99–289 substituted ‘‘June 6, 1986’’ for ‘‘April 30,
1986’’.

Pub. L. 99–272 made amendment identical to Pub. L.
99–219. See 1985 Amendment note below.

Pub. L. 99–267 substituted ‘‘April 30, 1986’’ for ‘‘March
17, 1986’’.

1985—Subsec. (a). Pub. L. 99–219 substituted ‘‘March
17, 1986’’ for ‘‘December 15, 1985’’.

Pub. L. 99–156 substituted ‘‘December 15, 1985’’ for
‘‘November 14, 1985’’.

Pub. L. 99–120 substituted ‘‘November 14, 1985’’ for
‘‘September 30, 1985’’.

1983—Subsec. (a). Pub. L. 98–181, § 441(a), inserted ‘‘or
with monthly payments and outstanding balances ad-
justed by a percentage change in a selected price
index’’ after ‘‘family income’’ and substituted ‘‘sub-
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sections (b) and (c) of this section’’ for ‘‘subsection (b)
of this section’’.

Pub. L. 98–181, § 401(f), substituted ‘‘September 30,
1985’’ for ‘‘November 30, 1983’’.

Pub. L. 98–109 substituted ‘‘November 30, 1983’’ for
‘‘September 30, 1983’’.

Pub. L. 98–35 substituted ‘‘September 30, 1983’’ for
‘‘May 20, 1983’’.

Subsecs. (c) to (e). Pub. L. 98–181, §§ 441(b), 442, added
subsecs. (c) and (d) and redesignated former subsec. (c)
as (e).

1982—Subsec. (a). Pub. L. 97–289 substituted ‘‘May 20,
1983’’ for ‘‘September 30, 1982’’.

1981—Subsec. (a). Pub. L. 97–35 substituted ‘‘1982’’ for
‘‘1981’’.

1980—Subsec. (a). Pub. L. 96–399 substituted ‘‘Septem-
ber 30, 1981’’ for ‘‘October 15, 1980’’.

Pub. L. 96–372 substituted ‘‘October 15, 1980’’ for ‘‘Sep-
tember 30, 1980’’.

1979—Subsec. (a). Pub. L. 96–153, §§ 301(g), 311(a)(1)–(4),
designated existing provisions as subsec. (a) and struck
out provisions that mortgages or loans insured pursu-
ant to this section which contained or set forth grad-
uated mortgage provisions shall not be subject to local
usury laws and laws requiring a minimum amortization
of principal or otherwise relating to amortization of
principal under the mortgage or loan, and substituted
‘‘September 30, 1980’’ for ‘‘November 30, 1979’’.

Pub. L. 96–105 substituted ‘‘November 30, 1979’’ for
‘‘October 31, 1979’’.

Pub. L. 96–71 substituted ‘‘October 31, 1979’’ for ‘‘Sep-
tember 30, 1979’’.

Subsecs. (b), (c). Pub. L. 96–153, § 311(5), added subsecs.
(b) and (c).

1978—Pub. L. 95–630 inserted ‘‘(1)’’ before ‘‘limiting
the amount of interest’’ and ‘‘, or (2) requiring a mini-
mum amortization of principal or otherwise relating to
the amortization of principal under the mortgage or
loan’’ after ‘‘payment mortgage provisions’’.

Pub. L. 95–557 substituted ‘‘September 30, 1979’’ for
‘‘October 31, 1978’’.

Pub. L. 95–406 substituted ‘‘October 31, 1978’’ for ‘‘Sep-
tember 30, 1978’’.

1977—Pub. L. 95–128 substituted ‘‘September 30, 1978’’
for ‘‘September 30, 1977’’, struck out ‘‘on an experi-
mental basis’’ after ‘‘may insure’’, substituted provi-
sion respecting limitation of principal obligation for
prior provision respecting limitation of outstanding ag-
gregate principal amount of mortgages authorized, and
made any State law interest limitation inapplicable to
graduated mortgage provisions.

1976—Pub. L. 94–375 substituted ‘‘September 30, 1977’’
for ‘‘June 30, 1976’’.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective Nov. 10, 1978,
see section 1505 of Pub. L. 95–630, set out as a note
under section 27 of this title.

SHORT TITLE OF 1979 AMENDMENT

For short title of section 311 of Pub. L. 96–153, which
amended this section, as the ‘‘Homeownership Oppor-
tunity Act of 1979’’, see section 311(a) of Pub. L. 96–153,
set out as a note under section 1701 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1709, 1715n,
1715z, 1715z–14, 1715z–17 of this title.

§ 1715z�11. Sale to cooperatives of multifamily
housing projects acquired by Secretary; ac-
ceptance of purchase money mortgage for
sale or insurance of mortgage; principal
amount of mortgage; expenditures for re-
pairs, etc., prior to sale

In any case which the Secretary sells a multi-
family housing project acquired as the result of
a default on a mortgage which was insured
under this chapter to a cooperative which will
operate it on a nonprofit basis and restrict per-
manent occupancy of its dwellings to members,
or to a nonprofit corporation which operates as
a consumer cooperative as defined by the Sec-
retary, the Secretary may accept a purchase
money mortgage, or upon application of the
mortgagee, insure a mortgage under this section
upon such terms and conditions as the Secretary
determines are reasonable and appropriate, in a
principal amount equal to the value of the prop-
erty at the time of purchase, which value shall
be based upon a mortgage amount on which the
debt service can be met from the income of prop-
erty when operated on a nonprofit basis after
payment of all operating expenses, taxes, and re-
quired reserves; except that the Secretary may
add to the mortgage amount an amount not
greater than the amount of prepaid expenses and
costs involved in achieving cooperative owner-
ship, or make such other provisions for payment
of such expenses and costs as the Secretary
deems reasonable and appropriate. Prior to such
disposition of a project, funds may be expended
by the Secretary for necessary repairs and im-
provements.

(June 27, 1934, ch. 847, title II, § 246, as added
Pub. L. 93–383, title III, § 315, Aug. 22, 1974, 88
Stat. 684; amended Pub. L. 95–557, title III, § 322,
Oct. 31, 1978, 92 Stat. 2102.)

AMENDMENTS

1978—Pub. L. 95–557 inserted ‘‘or to a nonprofit cor-
poration which operates as a consumer cooperative as
defined by the Secretary’’ after ‘‘dwellings to mem-
bers’’ and ‘‘or upon application of the mortgagee, in-
sure a mortgage under this section upon such terms
and conditions as the Secretary determines are reason-
able and appropriate’’ after ‘‘purchase money mort-
gage’’ and substituted ‘‘the value of the property at the
time of purchase, which value shall be based upon a
mortgage amount on which the debt service can be met
from the income of property when operated on a non-
profit basis after payment of all operating expenses,
taxes, and required reserves; except that the Secretary
may add to the mortgage amount an amount not great-
er than the amount of prepaid expenses and costs in-
volved in achieving cooperative ownership, or make
such other provision for payment of such expenses and
costs as the Secretary deems reasonable and appro-
priate’’ for ‘‘the sum of (1) the appraised value of the
property at the time of purchase, which value shall be
based upon a mortgage amount on which the debt serv-
ice can be met from the income of the property when
operated on a nonprofit basis and after payment of all
operating expenses, taxes and required reserves, and (2)
the amount of prepaid expenses and costs involved in
achieving cooperative ownership’’.

§ 1715z�11a. Disposition of HUD-owned prop-
erties

(a) Flexible authority for multifamily projects
During fiscal year 1997 and fiscal years there-

after, the Secretary may manage and dispose of
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multifamily properties owned by the Secretary,
including, for fiscal years 1997, 1998, 1999, 2000,
and thereafter, the provision of grants and loans
from the General Insurance Fund (12 U.S.C.
1735c) for the necessary costs of rehabilitation,
demolition, or construction on the properties
(which shall be eligible whether vacant or occu-
pied), and multifamily mortgages held by the
Secretary on such terms and conditions as the
Secretary may determine, notwithstanding any
other provision of law.
(b) Transfer of unoccupied and substandard

housing to local governments and commu-
nity development corporations

(1) Transfer authority
Notwithstanding the authority under sub-

section (a) of this section and the last sen-
tence of section 1710(g) of this title, the Sec-
retary of Housing and Urban Development
shall transfer ownership of any qualified HUD
property, subject to the requirements of this
section, to a unit of general local government
having jurisdiction for the area in which the
property is located or to a community devel-
opment corporation which operates within
such a unit of general local government in ac-
cordance with this subsection, but only to the
extent that units of general local government
and community development corporations
consent to transfer and the Secretary deter-
mines that such transfer is practicable.
(2) Qualified HUD properties

For purposes of this subsection, the term
‘‘qualified HUD property’’ means any property
for which, as of the date that notification of
the property is first made under paragraph
(3)(B), not less than 6 months have elapsed
since the later of the date that the property
was acquired by the Secretary or the date that
the property was determined to be unoccupied
or substandard, that is owned by the Secretary
and is—

(A) an unoccupied multifamily housing
project;

(B) a substandard multifamily housing
project; or

(C) an unoccupied single family property
that—

(i) has been determined by the Secretary
not to be an eligible asset under section
1710(h) of this title; or

(ii) is an eligible asset under such sec-
tion 1710(h) of this title, but—

(I) is not subject to a specific sale
agreement under such section; and

(II) has been determined by the Sec-
retary to be inappropriate for continued
inclusion in the program under such sec-
tion 1710(h) of this title pursuant to
paragraph (10) of such section.

(3) Timing
The Secretary shall establish procedures

that provide for—
(A) time deadlines for transfers under this

subsection;
(B) notification to units of general local

government and community development
corporations of qualified HUD properties in
their jurisdictions;

(C) such units and corporations to express
interest in the transfer under this subsection
of such properties;

(D) a right of first refusal for transfer of
qualified HUD properties to units of general
local government and community develop-
ment corporations, under which—

(i) the Secretary shall establish a period
during which the Secretary may not trans-
fer such properties except to such units
and corporations;

(ii) the Secretary shall offer qualified
HUD properties that are single family
properties for purchase by units of general
local government at a cost of $1 for each
property, but only to the extent that the
costs to the Federal Government of dis-
posal at such price do not exceed the costs
to the Federal Government of disposing of
property subject to the procedures for sin-
gle family property established by the Sec-
retary pursuant to the authority under the
last sentence of section 1710(g) of this
title;

(iii) the Secretary may accept an offer to
purchase a property made by a community
development corporation only if the offer
provides for purchase on a cost recovery
basis; and

(iv) the Secretary shall accept an offer
to purchase such a property that is made
during such period by such a unit or cor-
poration and that complies with the re-
quirements of this paragraph; and

(E) a written explanation, to any unit of
general local government or community de-
velopment corporation making an offer to
purchase a qualified HUD property under
this subsection that is not accepted, of the
reason that such offer was not acceptable.

(4) Other disposition
With respect to any qualified HUD property,

if the Secretary does not receive an acceptable
offer to purchase the property pursuant to the
procedure established under paragraph (3), the
Secretary shall dispose of the property to the
unit of general local government in which
property is located or to community develop-
ment corporations located in such unit of gen-
eral local government on a negotiated, com-
petitive bid, or other basis, on such terms as
the Secretary deems appropriate.
(5) Satisfaction of indebtedness

Before transferring ownership of any quali-
fied HUD property pursuant to this subsection,
the Secretary shall satisfy any indebtedness
incurred in connection with the property to be
transferred, by canceling the indebtedness.
(6) Determination of status of properties

To ensure compliance with the requirements
of this subsection, the Secretary shall take
the following actions:

(A) Upon enactment
Upon the enactment of this subsection

[December 21, 2000], the Secretary shall
promptly assess each residential property
owned by the Secretary to determine wheth-
er such property is a qualified HUD prop-
erty.
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(B) Upon acquisition
Upon acquiring any residential property,

the Secretary shall promptly determine
whether the property is a qualified HUD
property.
(C) Updates

The Secretary shall periodically reassess
the residential properties owned by the Sec-
retary to determine whether any such prop-
erties have become qualified HUD prop-
erties.

(7) Tenant leases
This subsection shall not affect the terms or

the enforceability of any contract or lease en-
tered into with respect to any residential
property before the date that such property
becomes a qualified HUD property.
(8) Use of property

Property transferred under this subsection
shall be used only for appropriate neighbor-
hood revitalization efforts, including home-
ownership, rental units, commercial space,
and parks, consistent with local zoning regula-
tions, local building codes, and subdivision
regulations and restrictions of record.
(9) Inapplicability to properties made available

for homeless
Notwithstanding any other provision of this

subsection, this subsection shall not apply to
any properties that the Secretary determines
are to be made available for use by the home-
less pursuant to subpart E of part 291 of title
24, Code of Federal Regulations, during the pe-
riod that the properties are so available.
(10) Protection of existing contracts

This subsection may not be construed to
alter, affect, or annul any legally binding obli-
gations entered into with respect to a quali-
fied HUD property before the property be-
comes a qualified HUD property.
(11) Definitions

For purposes of this subsection, the follow-
ing definitions shall apply:

(A) Community development corporation
The term ‘‘community development cor-

poration’’ means a nonprofit organization
whose primary purpose is to promote com-
munity development by providing housing
opportunities for low-income families.
(B) Cost recovery basis

The term ‘‘cost recovery basis’’ means,
with respect to any sale of a residential
property by the Secretary, that the purchase
price paid by the purchaser is equal to or
greater than the sum of: (i) the appraised
value of the property, as determined in ac-
cordance with such requirements as the Sec-
retary shall establish; and (ii) the costs in-
curred by the Secretary in connection with
such property during the period beginning
on the date on which the Secretary acquires
title to the property and ending on the date
on which the sale is consummated.
(C) Multifamily housing project

The term ‘‘multifamily housing project’’
has the meaning given the term in section
1701z–11 of this title.

(D) Residential property
The term ‘‘residential property’’ means a

property that is a multifamily housing
project or a single family property.

(E) Secretary
The term ‘‘Secretary’’ means the Sec-

retary of Housing and Urban Development.

(F) Severe physical problems
The term ‘‘severe physical problems’’

means, with respect to a dwelling unit, that
the unit—

(i) lacks hot or cold piped water, a flush
toilet, or both a bathtub and a shower in
the unit, for the exclusive use of that unit;

(ii) on not less than three separate occa-
sions during the preceding winter months,
was uncomfortably cold for a period of
more than 6 consecutive hours due to a
malfunction of the heating system for the
unit;

(iii) has no functioning electrical serv-
ice, exposed wiring, any room in which
there is not a functioning electrical outlet,
or has experienced three or more blown
fuses or tripped circuit breakers during
the preceding 90-day period;

(iv) is accessible through a public hall-
way in which there are no working light
fixtures, loose or missing steps or railings,
and no elevator; or

(v) has severe maintenance problems, in-
cluding water leaks involving the roof,
windows, doors, basement, or pipes or
plumbing fixtures, holes or open cracks in
walls or ceilings, severe paint peeling or
broken plaster, and signs of rodent infesta-
tion.

(G) Single family property
The term ‘‘single family property’’ means

a 1- to 4-family residence.

(H) Substandard
The term ‘‘substandard’’ means, with re-

spect to a multifamily housing project, that
25 percent or more of the dwelling units in
the project have severe physical problems.

(I) Unit of general local government
The term ‘‘unit of general local govern-

ment’’ has the meaning given such term in
section 5302(a) of title 42.

(J) Unoccupied
The term ‘‘unoccupied’’ means, with re-

spect to a residential property, that the unit
of general local government having jurisdic-
tion over the area in which the project is lo-
cated has certified in writing that the prop-
erty is not inhabited.

(12) Regulations
(A) Interim

Not later than 30 days after December 21,
2000, the Secretary shall issue such interim
regulations as are necessary to carry out
this subsection.

(B) Final
Not later than 60 days after December 21,

2000, the Secretary shall issue such final reg-
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ulations as are necessary to carry out this
subsection.

(Pub. L. 104–204, title II, § 204, Sept. 26, 1996, 110
Stat. 2894; Pub. L. 105–65, title II, § 213, Oct. 27,
1997, 111 Stat. 1366; Pub. L. 105–276, title II, § 206,
Oct. 21, 1998, 112 Stat. 2484; Pub. L. 106–74, title
V, § 537, Oct. 20, 1999, 113 Stat. 1122; Pub. L.
106–377, § 1(a)(1) [title II, § 204], Oct. 27, 2000, 114
Stat. 1441, 1441A–24; Pub. L. 106–554, § 1(a)(7)
[title I, § 141], Dec. 21, 2000, 114 Stat. 2763,
2763A–614.)

CODIFICATION

Section was enacted as part of the Departments of
Veterans Affairs and Housing and Urban Development,
and Independent Agencies Appropriations Act, 1997, and
not as part of the National Housing Act which com-
prises this chapter.

AMENDMENTS

2000—Pub. L. 106–554 substituted ‘‘Disposition of
HUD-owned properties’’ for ‘‘Flexible authority’’ in sec-
tion catchline, designated existing provisions as sub-
sec. (a), inserted heading, and added subsec. (b).

Pub. L. 106–377 substituted ‘‘2000, and thereafter’’ for
‘‘and 2000’’.

1999—Pub. L. 106–74 substituted ‘‘1999, and 2000’’ for
‘‘and 1999’’ and ‘‘, demolition, or construction on the
properties (which shall be eligible whether vacant or
occupied)’’ for ‘‘or demolition’’.

1998—Pub. L. 105–276 substituted ‘‘fiscal years 1997,
1998, and 1999’’ for ‘‘fiscal years 1997 and 1998’’.

1997—Pub. L. 105–65 inserted ‘‘, including, for fiscal
years 1997 and 1998, the provision of grants and loans
from the General Insurance Fund (12 U.S.C. 1735c) for
the necessary costs of rehabilitation or demolition,’’
after ‘‘owned by the Secretary’’.

§ 1715z�12. Single-family mortgage insurance on
Hawaiian home lands

(a) One- to four-family residence; eligibility
The Secretary, subject to such conditions as

the Secretary may prescribe, may insure under
any provision of this subchapter that authorizes
such insurance, a mortgage covering a property
upon which there is located a one- to four-fam-
ily residence, without regard to any limitation
in this chapter relating to marketability of title
or any other limitation in this chapter that the
Secretary determines is contrary to promoting
the availability of such insurance on Hawaiian
home lands, if—

(1) the mortgage is executed by a native Ha-
waiian on property located within Hawaiian
home lands covered under a homestead lease
issued under section 207(a) of the Hawaiian
Homes Commission Act, 1920, or under the cor-
responding provision of the Constitution of
the State of Hawaii adopted under section 4 of
the Act entitled ‘‘An Act to provide for the ad-
mission of the State of Hawaii into the
Union’’, approved March 18, 1959 (73 Stat. 5);

(2) the property will be used as the principal
residence of the mortgagor; and

(3) the Department of Hawaiian Home Lands
of the State of Hawaii (A) is a comortgagor;
(B) guarantees to reimburse the Secretary for
any mortgage insurance claim paid in connec-
tion with a property on Hawaiian home lands;
or (C) offers other security acceptable to the
Secretary.

(b) Construction advances
Notwithstanding any other provision of this

chapter, the Secretary may, with respect to

mortgages eligible for insurance under sub-
section (a) of this section, insure and make com-
mitments to insure advances made during con-
struction if the Secretary determines that the
proposed construction is otherwise acceptable
and that no feasible financing alternative is
available.
(c) Insurance of mortgage as obligation of Gen-

eral Insurance Fund
Notwithstanding any other provision of this

chapter, the insurance of a mortgage using the
authority contained in this section shall be the
obligation of the General Insurance Fund estab-
lished in section 1735c of this title. The mortga-
gee shall be eligible to receive the benefits of in-
surance as provided in section 1710 of this title
with respect to mortgages insured pursuant to
this section, except that (1) all references in sec-
tion 1710 of this title to the Mutual Mortgage In-
surance Fund or the Fund shall be construed to
refer to the General Insurance Fund; and (2) all
references in section 1710 of this title to section
1709 of this title shall be construed to refer to
the section under which the mortgage is insured.
(d) ��Native Hawaiian�� and ��Hawaiian home

lands�� defined
For purposes of this section:
(1) Native Hawaiian

The term ‘‘native Hawaiian’’ means any de-
scendant of not less than one-half part of the
blood of the races inhabiting the Hawaiian Is-
lands before January 1, 1778, or, in the case of
an individual who is awarded an interest in a
lease of Hawaiian home lands through transfer
or succession, such lower percentage as may
be established for such transfer or succession
under section 208 or 209 of the Hawaiian Homes
Commission Act of 1920 (42 Stat. 111), or under
the corresponding provision of the Constitu-
tion of the State of Hawaii adopted under sec-
tion 4 of the Act entitled ‘‘An Act to provide
for the admission of the State of Hawaii into
the Union’’, approved March 18, 1959 (73 Stat.
5).
(2) Hawaiian home lands

The term ‘‘Hawaiian home lands’’ means all
lands given the status of Hawaiian home lands
under section 204 of the Hawaiian Homes Com-
mission Act of 1920 (42 Stat. 110), or under the
corresponding provision of the Constitution of
the State of Hawaii adopted under section 4 of
the Act entitled ‘‘An Act to provide for the ad-
mission of the State of Hawaii into the
Union’’, approved March 18, 1959 (73 Stat. 5).

(e) Certification of eligibility for existing lessees
Possession of a lease of Hawaiian home lands

issued under section 207(a) of the Hawaiian
Homes Commission Act of 1920 (42 Stat. 110),
shall be sufficient to certify eligibility to re-
ceive a mortgage under this section.

(June 27, 1934, ch. 847, title II, § 247, as added
Pub. L. 98–181, title IV, § 421, Nov. 30, 1983, 97
Stat. 1213; amended Pub. L. 100–202, § 101(f) [title
I, § 101], Dec. 22, 1987, 101 Stat. 1329–187, 1329–191;
Pub. L. 100–242, title IV, §§ 413(a), (b), 429(h), Feb.
5, 1988, 101 Stat. 1906, 1919; Pub. L. 100–628, title
X, § 1065, Nov. 7, 1988, 102 Stat. 3275; Pub. L.
107–73, title II, § 215, Nov. 26, 2001, 115 Stat. 677.)
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REFERENCES IN TEXT

The Hawaiian Homes Commission Act, 1920, referred
to in subsec. (a)(1), is act July 9, 1921, ch. 42, 42 Stat.
108, as amended. The Hawaiian Homes Commission Act
of 1920, referred to in subsecs. (d) and (e), probably
means the Hawaiian Homes Commission Act, 1920. Sec-
tions 204, 207, 208, and 209 of that Act were classified to
sections 698, 701, 702, and 703 of Title 48, Territories and
Insular Possessions, and were omitted from the Code.

Section 4 of the Act entitled ‘‘An Act to provide for
the admission of the State of Hawaii into the Union’’,
approved Mar. 18, 1959 (73 Stat. 5), referred to in sub-
secs. (a)(1) and (d), is section 4 of Pub. L. 86–3, Mar. 18,
1959, 73 Stat. 5, which is set out as a note preceding sec-
tion 491 of Title 48.

AMENDMENTS

2001—Subsec. (d)(1), (2). Pub. L. 107–73, § 215(1), added
pars. (1) and (2) and struck out former pars. (1) and (2)
which read as follows:

‘‘(1) The term ‘native Hawaiian’ means any descend-
ant of not less than one-half part of the blood of the
races inhabiting the Hawaiian Islands before January 1,
1778 (or, in the case of an individual who succeeds a
spouse or parent in an interest in a lease of Hawaiian
home lands, such lower percentage as may be estab-
lished for such succession under section 209 of the Ha-
waiian Homes Commission Act, 1920, or under the cor-
responding provision of the Constitution of the State of
Hawaii adopted under section 4 of the Act entitled ‘An
Act to provide for the admission of the State of Hawaii
into the Union’, approved March 18, 1959 (73 Stat. 5)).

‘‘(2) The term ‘Hawaiian home lands’ means all lands
given the status of Hawaiian home lands under section
204 of the Hawaiian Homes Commission Act, 1920, or
under the corresponding provision of the Constitution
of the State of Hawaii adopted under section 4 of the
Act entitled ‘An Act to provide for the admission of the
State of Hawaii into the Union’, approved March 18,
1959 (73 Stat. 5).’’

Subsec. (e). Pub. L. 107–73, § 215(2), added subsec. (e).
1988—Subsec. (a)(2). Pub. L. 100–242, § 429(h), sub-

stituted ‘‘mortgagor’’ for ‘‘Mortgagor’’.
Subsecs. (c), (d). Pub. L. 100–628 clarified amendment

by Pub. L. 100–242, § 413(a), (b).
Pub. L. 100–242, § 413(a), (b), made amendment iden-

tical to Pub. L. 100–202. See 1987 Amendment note
below.

1987—Subsec. (c). Pub. L. 100–202 added subsec. (c).
Former subsec. (c) redesignated (d).

Subsec. (d). Pub. L. 100–202 extended subsec. (c)(1)
term ‘‘native Hawaiian’’ to include in the case of suc-
cession in an interest in a lease of Hawaiian homelands
any descendant of a percentage less than one-half of
the blood of the races inhabiting the Hawaiian Islands
before Jan. 1, 1778, as may be established under statute
or constitution for succession; and redesignated subsec.
(c), including such par. (1), as subsec. (d).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1709 of this title.

§ 1715z�13. Single family mortgage insurance on
Indian reservations

(a) One- to four-family residence; eligibility
The Secretary, subject to such special condi-

tions as the Secretary may prescribe, may in-
sure under any provision of this subchapter that
authorizes such insurance, a mortgage covering
a property upon which there is located a one- to
four-family residence, without regard to any
limitation in this chapter relating to market-
ability of title or any other limitation in this
chapter that the Secretary determines is con-
trary to promoting the availability of such in-
surance on Indian reservations if the mortgage

(1) is executed by an Indian tribe and the prop-
erty is located on trust or otherwise restricted
land; or (2) is executed by a member of an Indian
tribe who will use the property as a principal
residence and the property is on trust or other-
wise restricted land.

(b) Construction advances; percentage limitation
on amount of principal obligation; pledge of
income from tribal resources or assets

Notwithstanding any other provision of this
chapter, with respect to mortgages covering a
property upon which there is located a one- to
four-family residence—

(1) the Secretary may insure and make com-
mitments to insure under this subchapter pur-
suant to this section advances made during
construction where the Secretary determines
that the proposed construction is otherwise
acceptable and meets an applicable tribal or
national model building code, and that no fea-
sible financing alternative is available;

(2) the applicable percentage limitation on
the amount of the principal obligation of a
mortgage based on the appraised value or re-
placement cost, as appropriate, of a one- to
four-family owner-occupied residence con-
tained in this subchapter shall apply in the
case of all mortgages insured pursuant to this
section without regard to whether the resi-
dences are owner-occupied where the resi-
dences are owned by the tribe; and

(3)(A) the Secretary may require an Indian
tribe, only as a condition of insurance made
under this subchapter pursuant to this sec-
tion, to pledge income from tribal resources or
income from tribal assets not subject to a re-
striction by the Secretary of the Interior or
pledge grants under title I of the Housing and
Community Development Act of 1974 [42 U.S.C.
5301 et seq.] or any other Federal grant pro-
gram administered by the Secretary of Hous-
ing and Urban Development to be used to re-
imburse the Secretary for any mortgage insur-
ance claims paid in connection with residences
insured pursuant to this section; or

(B) in the case of an individual Indian mort-
gagor, the Secretary may require a pledge of
his or her share of distributed income from
tribal resources or income from tribal assets,
excluding any Federal grants received by the
tribe.

(c) Lack of tribal or trust fund income
The Secretary may not refuse to insure a

mortgage under this section to an individual
home purchaser because there is no distributed
tribal or trust fund income attributable to that
purchaser.

(d) Availability of tribal eviction procedures
Before making any commitment to insure a

mortgage under this section with respect to
property located on trust or otherwise restricted
land, the Secretary shall require a showing by
the tribe that it has adopted eviction procedures
to be used in the event of a default.

(e) Assumption of mortgage
A mortgage insured under this section may be

assumed, subject to credit approval by the lend-
er and the consent of the tribe to an assumption
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of the existing lease or the grant of a new lease,
without an adjustment of the interest rate. Any
other sale of a property subject to a mortgage
insured under this section may be made only if
a new lease is granted, except that a sale follow-
ing a foreclosure may be accompanied by an as-
sumption of the lease with the consent of the
tribe.
(f) Insurance of mortgage as obligation of Gen-

eral Insurance Fund
Notwithstanding any other provision of this

chapter, the insurance of a mortgage using the
authority contained in this section shall be the
obligation of the General Insurance Fund estab-
lished in section 1735c of this title. The mortga-
gee shall be eligible to receive the benefits of in-
surance as provided in section 1710 of this title
with respect to mortgages insured pursuant to
this section, except that (1) all references in sec-
tion 1710 of this title to the Mutual Mortgage In-
surance Fund or the Fund shall be construed to
refer to the General Insurance Fund; and (2) all
references in section 1710 of this title to section
1709 of this title shall be construed to refer to
the section under which the mortgage is insured.
(g) Availability of status and payment history of

loans; entitlement to benefit of insurance; re-
instatement of loan upon cure of default; gar-
nishment proceedings; foreclosure proceed-
ings

(1) The Secretary shall make information re-
garding the status and payment history of loans
insured under this section available to local
credit bureaus and prospective creditors. Prior
to accepting assignment of a mortgage, the Sec-
retary shall require mortgagees to submit docu-
mentation that mortgagors have been counseled
in a face-to-face interview, informed of the pro-
visions of this subsection or other available as-
sistance, and provided with the names and ad-
dresses of officials of the Department of Housing
and Urban Development to whom further com-
munications shall be addressed.

(2) Notwithstanding the requirement for con-
veyance of title under section 1710 of this title,
a mortgagee under this section shall be entitled
to receive the benefit of insurance under this
section in the case of a mortgage which is more
than 90 days in default upon conveyance of the
lease agreement and the mortgage documents.

(3) In the event that any default is cured, the
Secretary shall seek to reinstate the loan with
the mortgagee or another mortgagee. For pur-
poses of this paragraph, the Secretary may pro-
vide appropriate financial incentives to rein-
state the loan commensurate with sound man-
agement of the General Insurance Fund.

(4) If the Secretary determines that a mortga-
gor is not making a good-faith effort to cure a
default, and that trust fund or tribal income is
available under subsection (b)(3)(B) of this sec-
tion, the Secretary shall commence proceedings
for the garnishment of the mortgagor’s distrib-
uted share of tribal or trust fund income in
order to collect loan payments that are past
due. Proceedings under this paragraph may be
instituted in a tribal court, court of competent
jurisdiction designated by the tribe, or Federal
district court.

(5) If the Secretary determines such action is
necessary to protect the General Insurance Fund

from undue loss, the Secretary may initiate
foreclosure proceedings with respect to any
mortgage acquired under this subsection. Such
proceeding may take place in a tribal court, a
court of competent jurisdiction, or Federal dis-
trict court. Any such court shall have jurisdic-
tion to convey to the Secretary the remaining
life of a lease on the real property and to order
eviction of the delinquent mortgagor.
(h) Premium charge for insurance; report to

Congress
In the administration of this section, the Sec-

retary shall establish a premium charge for in-
surance that will be sufficient to cover the full
costs of the mortgage insurance program under
this section, except that such charge may not
exceed 3 percent per annum of the principal
amount of the mortgage outstanding at any
time. Not later than September 30, 1984, the Sec-
retary shall determine and report to the Con-
gress on the feasibility of eliminating any ex-
cess amount of the premium under this section
over the premium under section 1709 of this
title. In the event such premiums are not suffi-
cient to cover the full costs of the mortgage in-
surance program under this section, the Sec-
retary shall make recommendations to the Con-
gress about changes to the program.
(i) ��Indian tribe�� and ��trust or otherwise re-

stricted land�� defined
For purposes of this section:

(1) The term ‘‘Indian tribe’’ means any In-
dian or Alaska native tribe, band, nation, or
other organized group or community of Indi-
ans or Alaska natives recognized as eligible
for the services provided to Indians or Alaska
natives by the Secretary of the Interior be-
cause of its status as such an entity, or that
was an eligible recipient under chapter 67 of
title 31, prior to the repeal of such chapter.

(2) The term ‘‘trust or otherwise restricted
land’’ means (A) that area of land, as defined
by the Secretary of the Interior, over which an
Indian tribe is recognized by the United States
as having governmental jurisdiction; (B) land
held in trust for the benefit of any Indian tribe
or individual or held by any Indian tribe or in-
dividual subject to a restriction by the United
States against alienation; or (C) land acquired
by Alaska natives under the Alaska Native
Claims Settlement Act [43 U.S.C. 1601 et seq.]
or any other land acquired by Alaska natives
pursuant to statute by virtue of their unique
status as Alaska natives.

(June 27, 1934, ch. 847, title II, § 248, as added
Pub. L. 98–181, title IV, § 422, Nov. 30, 1983, 97
Stat. 1214; amended Pub. L. 99–272, title XIV,
§ 14001(b)(7), Apr. 7, 1986, 100 Stat. 329; Pub. L.
100–242, title IV, §§ 413(c), 429(i), Feb. 5, 1988, 101
Stat. 1906, 1919.)

REFERENCES IN TEXT

The Housing and Community Development Act of
1974, referred to in subsec. (b)(3)(A), is Pub. L. 93–383,
Aug. 22, 1974, 88 Stat. 633, as amended. Title I of the
Housing and Community Development Act of 1974 is
classified principally to chapter 69 (§ 5301 et seq.) of
Title 42, The Public Health and Welfare. For complete
classification of this Act to the Code, see Short Title
note set out under section 5301 of Title 42 and Tables.



Page 709 TITLE 12—BANKS AND BANKING § 1715z�13a

1 So in original. Probably should be section ‘‘3702(d)’’.
2 So in original. Probably should be ‘‘subsection (d) of this sec-

tion’’.

Chapter 67 of title 31, referred to in subsec. (i)(1), was
repealed by Pub. L. 99–272, title XIV, § 14001(a)(1), Apr.
7, 1986, 100 Stat. 327. A new chapter 67 of Title 31, Money
and Finance, was added by Pub. L. 103–322, title III,
§ 31001(a), Sept. 13, 1994, 108 Stat. 1859.

The Alaska Native Claims Settlement Act, referred
to in subsec. (i)(2), is Pub. L. 92–203, Dec. 18, 1971, 85
Stat. 688, as amended, which is classified generally to
chapter 33 (§ 1601 et seq.) of Title 43, Public Lands. For
complete classification of this Act to the Code, see
Short Title note set out under section 1601 of Title 43
and Tables.

AMENDMENTS

1988—Subsec. (a)(1). Pub. L. 100–242, § 429(i)(1), sub-
stituted ‘‘land’’ for ‘‘lands’’.

Subsec. (a)(2). Pub. L. 100–242, § 429(i)(2), substituted
‘‘on trust or otherwise restricted land’’ for ‘‘on trust
lands or otherwise restricted land’’.

Subsec. (d). Pub. L. 100–242, § 429(i)(3), substituted
‘‘trust or otherwise restricted land’’ for ‘‘tribal or trust
land’’.

Subsec. (f). Pub. L. 100–242, § 413(c)(3), added subsec.
(f). Former subsec. (f) redesignated (g).

Subsec. (g). Pub. L. 100–242, § 413(c)(1), (2), redesig-
nated former subsec. (f) as (g) and substituted ‘‘General
Insurance Fund’’ for ‘‘insurance fund’’ in pars. (3) and
(5). Former subsec. (g) redesignated (h).

Subsecs. (h), (i). Pub. L. 100–242, § 413(c)(2), redesig-
nated former subsecs. (g) and (h) as (h) and (i), respec-
tively.

1986—Subsec. (h)(1). Pub. L. 99–272 substituted ‘‘was
an eligible recipient under chapter 67 of title 31, prior
to the repeal of such chapter’’ for ‘‘is an eligible recipi-
ent under chapter 67 of title 31’’.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by Pub. L. 99–272 effective Oct. 18, 1986,
see section 14001(e) of Pub. L. 99–272.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1709 of this title.

§ 1715z�13a. Loan guarantees for Indian housing

(a) Authority
To provide access to sources of private financ-

ing to Indian families, Indian housing authori-
ties, and Indian tribes, who otherwise could not
acquire housing financing because of the unique
legal status of Indian lands, the Secretary may
guarantee not to exceed 100 percent of the un-
paid principal and interest due on any loan eligi-
ble under subsection (b) of this section made to
an Indian family, Indian housing authority, or
Indian tribe.
(b) Eligible loans

Loans guaranteed pursuant to this section
shall meet the following requirements:

(1) Eligible borrowers
The loans shall be made only to borrowers

who are Indian families, Indian housing au-
thorities, or Indian tribes.
(2) Eligible housing

The loan shall be used to construct, acquire,
refinance, or rehabilitate 1- to 4-family dwell-
ings that are standard housing and are located
on trust land or land located in an Indian or
Alaska Native area.
(3) Security

The loan may be secured by any collateral
authorized under existing Federal law or ap-
plicable State or tribal law.

(4) Lenders
The loan shall be made only by a lender ap-

proved by and meeting qualifications estab-
lished by the Secretary, except that loans
otherwise insured or guaranteed by an agency
of the Federal Government or made by an or-
ganization of Indians from amounts borrowed
from the United States shall not be eligible for
guarantee under this section. The following
lenders are deemed to be approved under this
paragraph:

(A) Any mortgagee approved by the Sec-
retary of Housing and Urban Development
for participation in the single family mort-
gage insurance program under title II of the
National Housing Act [12 U.S.C. 1707 et seq.].

(B) Any lender whose housing loans under
chapter 37 of title 38 are automatically guar-
anteed pursuant to section 1802(d) 1 of such
title.

(C) Any lender approved by the Secretary
of Agriculture to make guaranteed loans for
single family housing under the Housing Act
of 1949 [42 U.S.C. 1441 et seq.].

(D) Any other lender that is supervised,
approved, regulated, or insured by any agen-
cy of the Federal Government.

(5) Terms
The loan shall—

(A) be made for a term not exceeding 30
years;

(B) bear interest (exclusive of the guaran-
tee fee under section 404 2 and service
charges, if any) at a rate agreed upon by the
borrower and the lender and determined by
the Secretary to be reasonable, which may
not exceed the rate generally charged in the
area (as determined by the Secretary) for
home mortgage loans not guaranteed or in-
sured by any agency or instrumentality of
the Federal Government;

(C) involve a principal obligation not ex-
ceeding—

(i) 97.75 percent of the appraised value of
the property as of the date the loan is ac-
cepted for guarantee (or 98.75 percent if the
value of the property is $50,000 or less); and

(ii) the amount approved by the Sec-
retary under this section; and

(D) involve a payment on account of the
property (i) in cash or its equivalent, or (ii)
through the value of any improvements to
the property made through the skilled or un-
skilled labor of the borrower, as the Sec-
retary shall provide.

(c) Certificate of guarantee
(1) Approval process

Before the Secretary approves any loan for
guarantee under this section, the lender shall
submit the application for the loan to the Sec-
retary for examination. If the Secretary ap-
proves the loan for guarantee, the Secretary
shall issue a certificate under this paragraph
as evidence of the guarantee.
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(2) Standard for approval
The Secretary may approve a loan for guar-

antee under this section and issue a certificate
under this paragraph only if the Secretary de-
termines there is a reasonable prospect of re-
payment of the loan.

(3) Effect
A certificate of guarantee issued under this

paragraph by the Secretary shall be conclusive
evidence of the eligibility of the loan for guar-
antee under the provisions of this section and
the amount of such guarantee. Such evidence
shall be incontestable in the hands of the bear-
er and the full faith and credit of the United
States is pledged to the payment of all
amounts agreed to be paid by the Secretary as
security for such obligations.

(4) Fraud and misrepresentation
This subsection may not be construed to pre-

clude the Secretary from establishing defenses
against the original lender based on fraud or
material misrepresentation or to bar the Sec-
retary from establishing by regulations in ef-
fect on the date of issuance or disbursement,
whichever is earlier, partial defenses to the
amount payable on the guarantee.

(d) Guarantee fee
The Secretary shall fix and collect a guaran-

tee fee for the guarantee of loans under this sec-
tion, which may not exceed the amount equal to
1 percent of the principal obligation of the loan.
The fee shall be paid by the lender at time of is-
suance of the guarantee and shall be adequate,
in the determination of the Secretary, to cover
expenses and probable losses. The Secretary
shall deposit any fees collected under this sub-
section in the Indian Housing Loan Guarantee
Fund established under subsection (i) of this sec-
tion.

(e) Liability under guarantee
The liability under a guarantee provided under

this section shall decrease or increase on a pro
rata basis according to any decrease or increase
in the amount of the unpaid obligation under
the provisions of the loan agreement.

(f) Transfer and assumption
Notwithstanding any other provision of law,

any loan guaranteed under this section, includ-
ing the security given for the loan, may be sold
or assigned by the lender to any financial insti-
tution subject to examination and supervision
by an agency of the Federal Government or of
any State or the District of Columbia.

(g) Disqualification of lenders and civil money
penalties

(1) In general
If the Secretary determines that any lender

or holder of a guarantee certificate under sub-
section (c) of this section has failed to main-
tain adequate accounting records, to ade-
quately service loans guaranteed under this
section, to exercise proper credit or underwrit-
ing judgment, or has engaged in practices
otherwise detrimental to the interest of a bor-
rower or the United States, the Secretary
may—

(A) refuse, either temporarily or perma-
nently, to guarantee any further loans made
by such lender or holder;

(B) bar such lender or holder from acquir-
ing additional loans guaranteed under this
section; and

(C) require that such lender or holder as-
sume not less than 10 percent of any loss on
further loans made or held by the lender or
holder that are guaranteed under this sec-
tion.

(2) Civil money penalties for intentional viola-
tions

If the Secretary determines that any lender
or holder of a guarantee certificate under sub-
section (c) of this section has intentionally
failed to maintain adequate accounting
records, to adequately service loans guaran-
teed under this section, or to exercise proper
credit or underwriting judgment, the Sec-
retary may impose a civil money penalty on
such lender or holder in the manner and
amount provided under section 536 of the Na-
tional Housing Act [12 U.S.C. 1735f–14] with re-
spect to mortgagees and lenders under such
Act.

(3) Payment on loans made in good faith
Notwithstanding paragraphs (1) and (2), the

Secretary may not refuse to pay pursuant to a
valid guarantee on loans of a lender or holder
barred under this subsection if the loans were
previously made in good faith.

(h) Payment under guarantee
(1) Lender options

(A) In general
In the event of default by the borrower on

a loan guaranteed under this section, the
holder of the guarantee certificate shall pro-
vide written notice of the default to the Sec-
retary. Upon providing such notice, the hold-
er of the guarantee certificate shall be enti-
tled to payment under the guarantee (sub-
ject to the provisions of this section) and
may proceed to obtain payment in one of the
following manners:

(i) Foreclosure
The holder of the certificate may initi-

ate foreclosure proceedings (after provid-
ing written notice of such action to the
Secretary) and upon a final order by the
court authorizing foreclosure and submis-
sion to the Secretary of a claim for pay-
ment under the guarantee, the Secretary
shall pay to the holder of the certificate
the pro rata portion of the amount guaran-
teed (as determined pursuant to subsection
(e) of this section) plus reasonable fees and
expenses as approved by the Secretary.
The Secretary shall be subrogated to the
rights of the holder of the guarantee and
the lender holder shall assign the obliga-
tion and security to the Secretary.

(ii) No foreclosure
Without seeking foreclosure (or in any

case in which a foreclosure proceeding ini-
tiated under clause (i) continues for a pe-
riod in excess of 1 year), the holder of the
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guarantee may submit to the Secretary a
request to assign the obligation and secu-
rity interest to the Secretary in return for
payment of the claim under the guarantee.
The Secretary may accept assignment of
the loan if the Secretary determines that
the assignment is in the best interests of
the United States. Upon assignment, the
Secretary shall pay to the holder of the
guarantee the pro rata portion of the
amount guaranteed (as determined under
subsection (e) of this section). The Sec-
retary shall be subrogated to the rights of
the holder of the guarantee and the holder
shall assign the obligation and security to
the Secretary.

(B) Requirements
Before any payment under a guarantee is

made under subparagraph (A), the holder of
the guarantee shall exhaust all reasonable
possibilities of collection. Upon payment, in
whole or in part, to the holder, the note or
judgment evidencing the debt shall be as-
signed to the United States and the holder
shall have no further claim against the bor-
rower or the United States. The Secretary
shall then take such action to collect as the
Secretary determines appropriate.

(2) Limitations on liquidation
In the event of a default by the borrower on

a loan guaranteed under this section involving
a security interest in restricted Indian land,
the mortgagee or the Secretary shall only pur-
sue liquidation after offering to transfer the
account to an eligible tribal member, the
tribe, or the Indian housing authority serving
the tribe or tribes. If the mortgagee or the
Secretary subsequently proceeds to liquidate
the account, the mortgagee or the Secretary
shall not sell, transfer, or otherwise dispose of
or alienate the property except to one of the
entities described in the preceding sentence.

(i) Indian Housing Loan Guarantee Fund
(1) Establishment

There is established in the Treasury of the
United States the Indian Housing Loan Guar-
antee Fund for the purpose of providing loan
guarantees under this section.

(2) Credits
The Guarantee Fund shall be credited with—

(A) any amounts, claims, notes, mort-
gages, contracts, and property acquired by
the Secretary under this section, and any
collections and proceeds therefrom;

(B) any amounts appropriated under para-
graph (7);

(C) any guarantee fees collected under sub-
section (d) of this section; and

(D) any interest or earnings on amounts
invested under paragraph (4).

(3) Use
Amounts in the Guarantee Fund shall be

available, to the extent provided in appropria-
tion Acts, for—

(A) fulfilling any obligations of the Sec-
retary with respect to loans guaranteed
under this section, including the costs (as

such term is defined in section 661a of title
2) of such loans;

(B) paying taxes, insurance, prior liens, ex-
penses necessary to make fiscal adjustment
in connection with the application and
transmittal of collections, and other ex-
penses and advances to protect the Sec-
retary for loans which are guaranteed under
this section or held by the Secretary;

(C) acquiring such security property at
foreclosure sales or otherwise;

(D) paying administrative expenses in con-
nection with this section; and

(E) reasonable and necessary costs of reha-
bilitation and repair to properties that the
Secretary holds or owns pursuant to this
section.

(4) Investment
Any amounts in the Guarantee Fund deter-

mined by the Secretary to be in excess of
amounts currently required to carry out this
section may be invested in obligations of the
United States.
(5) Limitation on commitments to guarantee

loans and mortgages
(A) Requirement of appropriations

The authority of the Secretary to enter
into commitments to guarantee loans under
this section shall be effective for any fiscal
year to the extent or in such amounts as are
or have been provided in appropriations
Acts, without regard to the fiscal year for
which such amounts were appropriated.
(B) Limitations on costs of guarantees

The authority of the Secretary to enter
into commitments to guarantee loans under
this section shall be effective for any fiscal
year only to the extent that amounts in the
Guarantee Fund are or have been made
available in appropriation Acts to cover the
costs (as such term is defined in section 661a
of title 2) of such loan guarantees for such
fiscal year. Any amounts appropriated pur-
suant to this subparagraph shall remain
available until expended.
(C) Limitation on outstanding aggregate

principal amount
Subject to the limitations in subpara-

graphs (A) and (B), the Secretary may enter
into commitments to guarantee loans under
this section in each of fiscal years 1997
through 2007 with an aggregate outstanding
principal amount not exceeding such
amount as may be provided in appropriation
Acts for such fiscal year.

(6) Liabilities
All liabilities and obligations of the assets

credited to the Guarantee Fund under para-
graph (2)(A) shall be liabilities and obligations
of the Guarantee Fund.
(7) Authorization of appropriations

There are authorized to be appropriated to
the Guarantee Fund to carry out this section
such sums as may be necessary for each of fis-
cal years 1997 through 2007.

(j) Requirements for standard housing
The Secretary shall, by regulation, establish

housing safety and quality standards for use
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3 So in original. The comma probably should not appear.

under this section. Such standards shall provide
sufficient flexibility to permit the use of various
designs and materials in housing acquired with
loans guaranteed under this section. The stand-
ards shall require each dwelling unit in any
housing so acquired to—

(1) be decent, safe, sanitary, and modest in
size and design;

(2) conform with applicable general con-
struction standards for the region;

(3) contain a heating system that—
(A) has the capacity to maintain a mini-

mum temperature in the dwelling of 65 de-
grees Fahrenheit during the coldest weather
in the area;

(B) is safe to operate and maintain;
(C) delivers a uniform distribution of heat;

and
(D) conforms to any applicable tribal heat-

ing code or, if there is no applicable tribal
code, an appropriate county, State, or Na-
tional code;

(4) contain a plumbing system that—
(A) uses a properly installed system of pip-

ing;
(B) includes a kitchen sink and a parti-

tional bathroom with lavatory, toilet, and
bath or shower; and

(C) uses water supply, plumbing, and sew-
age disposal systems that conform to any
applicable tribal code or, if there is no appli-
cable tribal code, the minimum standards
established by the applicable county or
State;

(5) contain an electrical system using wiring
and equipment properly installed to safely
supply electrical energy for adequate lighting
and for operation of appliances that conforms
to any applicable tribal code or, if there is no
applicable tribal code, an appropriate county,
State, or National code;

(6) be not less than—
(A)(i) 570 square feet in size, if designed for

a family of not more than 4 persons;
(ii) 850 square feet in size, if designed for a

family of not less than 5 and not more than
7 persons; and

(iii) 1020 square feet in size, if designed for
a family of not less than 8 persons, or

(B) the size provided under the applicable
locally adopted standards for size of dwelling
units;

except that the Secretary, upon the request of
a tribe or Indian housing authority, may
waive the size requirements under this para-
graph; and

(7) conform with the energy performance re-
quirements for new construction established
by the Secretary under section 526(a) of the
National Housing Act [12 U.S.C. 1735f–4(a)].

(k) Environmental review
For purposes of environmental,3 review, deci-

sionmaking, and action under the National En-
vironmental Policy Act of 1969 (42 U.S.C. 4321 et
seq.) and any other law that furthers the pur-
poses of that Act, a loan guarantee under this
section shall—

(1) be treated as a grant under the Native
American Housing Assistance and Self-Deter-

mination Act of 1996 (25 U.S.C. 4101 et seq.);
and

(2) be subject to the regulations promulgated
by the Secretary to carry out section 105 of
the Native American Housing Assistance and
Self-Determination Act of 1996 (25 U.S.C. 4115).

(l) Definitions
For purposes of this section:

(1) The term ‘‘family’’ means 1 or more per-
sons maintaining a household, as the Sec-
retary shall by regulation provide.

(2) The term ‘‘Guarantee Fund’’ means the
Indian Housing Loan Guarantee Fund estab-
lished under subsection (i) of this section.

(3) The term ‘‘Indian’’ means person recog-
nized as being Indian or Alaska Native by an
Indian tribe, the Federal Government, or any
State.

(4) The term ‘‘Indian area’’ means the area
within which an Indian housing authority or
Indian tribe is authorized to provide housing.

(5) The term ‘‘Indian housing authority’’
means any entity that—

(A) is authorized to engage in or assist in
the development or operation of—

(i) low-income housing for Indians; or
(ii) housing subject to the provisions of

this section; and

(B) is established—
(i) by exercise of the power of self-gov-

ernment of an Indian tribe independent of
State law; or

(ii) by operation of State law providing
specifically for housing authorities for In-
dians, including regional housing authori-
ties in the State of Alaska.

The term includes tribally designated housing
entities under the Native American Housing
Assistance and Self-Determination Act of 1996
[25 U.S.C. 4101 et seq.].

(6) The term ‘‘Secretary’’ means the Sec-
retary of Housing and Urban Development.

(7) The term ‘‘standard housing’’ means a
dwelling unit or housing that complies with
the requirements established under subsection
(j) of this section.

(8) TRIBE; INDIAN TRIBE.—The term ‘‘tribe’’ or
‘‘Indian tribe’’ means any Indian tribe, band,
nation, or other organized group or commu-
nity of Indians, including any Alaska Native
village or regional or village corporation as
defined in or established pursuant to the Alas-
ka Native Claims Settlement Act [43 U.S.C.
1601 et seq.], that is recognized as eligible for
the special programs and services provided by
the United States to Indians because of their
status as Indians pursuant to the Indian Self-
Determination and Education Assistance Act
of 1975 [25 U.S.C. 450 et seq.].

(9) The term ‘‘trust land’’ means land title
to which is held by the United States for the
benefit of an Indian or Indian tribe or title to
which is held by an Indian tribe subject to a
restriction against alienation imposed by the
United States.

(Pub. L. 102–550, title I, § 184, Oct. 28, 1992, 106
Stat. 3739; Pub. L. 104–330, title VII, § 701(a)–(j),
Oct. 26, 1996, 110 Stat. 4048–4050; Pub. L. 105–276,
title V, § 595(e)(11)–(13), Oct. 21, 1998, 112 Stat.
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2658; Pub. L. 106–377, § 1(a)(1) [title II, § 227], Oct.
27, 2000, 114 Stat. 1441, 1441A–30; Pub. L. 106–568,
title X, § 1002, Dec. 27, 2000, 114 Stat. 2925; Pub. L.
106–569, title V, § 502, Dec. 27, 2000, 114 Stat. 2961;
Pub. L. 107–292, § 2(d), Nov. 13, 2002, 116 Stat.
2053.)

REFERENCES IN TEXT

The National Housing Act, referred to in subsec.
(b)(4)(A), is act June 27, 1934, ch. 847, 48 Stat. 1246, as
amended. Title II of the Act is classified generally to
subchapter II (§ 1707 et seq.) of this chapter. For com-
plete classification of this Act to the Code, see section
1701 of this title and Tables.

The Housing Act of 1949, referred to in subsec.
(b)(4)(C), is act July 15, 1949, ch. 338, 63 Stat. 413, as
amended, which is classified principally to chapter 8A
(§ 1441 et seq.) of Title 42, The Public Health and Wel-
fare. For complete classification of this Act to the
Code, see Short Title note set out under section 1441 of
Title 42 and Tables.

The National Environmental Policy Act of 1969, re-
ferred to in subsec. (k), is Pub. L. 91–190, Jan. 1, 1970, 83
Stat. 852, as amended, which is classified generally to
chapter 55 (§ 4321 et seq.) of Title 42, The Public Health
and Welfare. For complete classification of this Act to
the Code, see Short Title note set out under section
4321 of Title 42 and Tables.

The Native American Housing Assistance and Self-
Determination Act of 1996, referred to in subsecs. (k)(1)
and (l)(5), is Pub. L. 104–330, Oct. 26, 1996, 110 Stat. 4016,
as amended, which is classified principally to chapter
43 (§ 4101 et seq.) of Title 25, Indians. For complete clas-
sification of this Act to the Code, see Short Title note
set out under section 4101 of Title 25 and Tables.

The Alaska Native Claims Settlement Act, referred
to in subsec. (l)(8), is Pub. L. 92–203, Dec. 18, 1971, 85
Stat. 688, as amended, which is classified generally to
chapter 33 (§ 1601 et seq.) of Title 43, Public Lands. For
complete classification of this Act to the Code, see
Short Title note set out under section 1601 of Title 43
and Tables.

The Indian Self-Determination and Education Assist-
ance Act of 1975, referred to in subsec. (l)(8), probably
means the Indian Self-Determination and Education
Assistance Act, Pub. L. 93–638, Jan. 4, 1975, 88 Stat. 2203,
as amended, which is classified principally to sub-
chapter II (§ 450 et seq.) of chapter 14 of Title 25, Indi-
ans. For complete classification of this Act to the Code,
see Short Title note set out under section 450 of Title
25 and Tables.

CODIFICATION

Section was enacted as part of the Housing and Com-
munity Development Act of 1992, and not as part of the
National Housing Act which comprises this chapter.

AMENDMENTS

2002—Subsec. (i)(5)(C), (7). Pub. L. 107–292 substituted
‘‘each of fiscal years 1997 through 2007’’ for ‘‘each fiscal
year’’.

2000—Subsec. (a). Pub. L. 106–377, § 1(a)(1) [title II,
§ 227(1)], struck out ‘‘or as a result of a lack of access
to private financial markets’’ after ‘‘legal status of In-
dian lands’’.

Subsec. (b)(2). Pub. L. 106–377, § 1(a)(1) [title II,
§ 227(2)], inserted ‘‘refinance,’’ after ‘‘acquire,’’.

Subsec. (i)(5)(C). Pub. L. 106–568, § 1002(1), and Pub. L.
106–569, § 502(1), amended par. (5) identically, adding
subpar. (C) and striking out heading and text of former
subpar. (C). Text read as follows: ‘‘Subject to the limi-
tations in subparagraphs (A) and (B), the Secretary
may enter into commitments to guarantee loans under
this section in each of fiscal years 1997, 1998, 1999, 2000,
and 2001 with an aggregate outstanding principal
amount not exceeding $400,000,000 for each such fiscal
year.’’

Subsec. (i)(7). Pub. L. 106–568, § 1002(2), and Pub. L.
106–569, § 502(2), amended par. (7) identically, substitut-

ing ‘‘each fiscal year’’ for ‘‘each of fiscal years 1997,
1998, 1999, 2000, and 2001’’.

1998—Subsec. (b)(2). Pub. L. 105–276, § 595(e)(11), struck
out before period at end ‘‘that is under the jurisdiction
of an Indian tribe for which an Indian housing plan has
been submitted and approved pursuant to sections 102
and 103 of the Native American Housing Assistance and
Self-Determination Act of 1996 that provides for the use
of loan guarantees under this section to provide afford-
able homeownership housing in such areas.’’

Subsec. (i)(5)(C). Pub. L. 105–276, § 595(e)(12), sub-
stituted ‘‘not’’ for ‘‘note’’.

Subsecs. (k), (l). Pub. L. 105–276, § 595(e)(13), added sub-
sec. (k) and redesignated former subsec. (k) as (l).

1996—Subsec. (a). Pub. L. 104–330, § 701(a)(1), (b), sub-
stituted ‘‘, Indian housing authorities, and Indian
tribes,’’ for ‘‘and Indian housing authorities’’, ‘‘lands or
as a result of a lack of access to private financial mar-
kets’’ for ‘‘trust land’’, and ‘‘, Indian housing author-
ity, or Indian tribe’’ for ‘‘or Indian housing authority’’.

Subsec. (b)(1). Pub. L. 104–330, § 701(a)(2), substituted
‘‘, Indian housing authorities, or Indian tribes’’ for ‘‘or
Indian housing authorities’’.

Subsec. (b)(2). Pub. L. 104–330, § 701(c), inserted before
period at end ‘‘that is under the jurisdiction of an In-
dian tribe for which an Indian housing plan has been
submitted and approved pursuant to sections 102 and
103 of the Native American Housing Assistance and
Self-Determination Act of 1996 that provides for the use
of loan guarantees under this section to provide afford-
able homeownership housing in such areas’’.

Subsec. (b)(5)(C)(i). Pub. L. 104–330, § 701(i), added cl.
(i) and struck out former cl. (i) which read as follows:
‘‘an amount equal to the sum of (I) 97 percent of $25,000
of the appraised value of the property, as of the date
the loan is accepted for guarantee, and (II) 95 percent
of such value in excess of $25,000; and’’.

Subsec. (h)(1)(A)(i). Pub. L. 104–330, § 701(d)(1)(A),
struck out ‘‘in a court of competent jurisdiction’’ after
‘‘foreclosure proceedings’’ in first sentence.

Subsec. (h)(1)(A)(ii). Pub. L. 104–330, § 701(d)(1)(B),
added cl. (ii) and struck out heading and text of former
cl. (ii). Text read as follows: ‘‘Without seeking a judi-
cial foreclosure (or in any case in which a foreclosure
proceeding initiated under clause (i) continues for a pe-
riod in excess of 1 year), the holder of the guarantee
may submit to the Secretary a claim for payment
under the guarantee and the Secretary shall only pay
to such holder for a loss on any single loan an amount
equal to 90 percent of the pro rata portion of the
amount guaranteed (as determined under subsection (e)
of this section). The Secretary shall be subrogated to
the rights of the holder of the guarantee and the holder
shall assign the obligation and security to the Sec-
retary.’’

Subsec. (h)(2), (3). Pub. L. 104–330, § 701(d)(2), (3), (e),
redesignated par. (3) as (2), in first sentence substituted
‘‘restricted Indian land, the mortgagee or’’ for ‘‘tribal
allotted or trust land,’’, in second sentence substituted
‘‘mortgagee or the Secretary’’ for ‘‘Secretary’’ in two
places, and struck out heading and text of former par.
(2). Text read as follows: ‘‘Notwithstanding paragraph
(1), upon receiving notice of default on a loan guaran-
teed under this section from the holder of the guaran-
tee, the Secretary may accept assignment of the loan
if the Secretary determines that the assignment is in
the best interests of the United States. Upon assign-
ment the Secretary shall pay to the holder of the guar-
antee the pro rata portion of the amount guaranteed
(as determined under subsection (e) of this section).
The Secretary shall be subrogated to the rights of the
holder of the guarantee and the holder shall assign the
obligation and security to the Secretary.’’

Subsec. (i)(5)(A). Pub. L. 104–330, § 701(j)(1), added sub-
par. (A) and struck out heading and text of former sub-
par. (A). Text read as follows: ‘‘The authority of the
Secretary to enter into commitments to guarantee
loans under this section shall be effective for any fiscal
year only to the extent or in such amounts as are or
have been provided in appropriations Acts for such fis-
cal year.’’
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Subsec. (i)(5)(B). Pub. L. 104–330, § 701(j)(2), inserted at
end ‘‘Any amounts appropriated pursuant to this sub-
paragraph shall remain available until expended.’’

Subsec. (i)(5)(C). Pub. L. 104–330, § 701(f), substituted
‘‘1997, 1998, 1999, 2000, and 2001 with an aggregate out-
standing principal amount note exceeding $400,000,000
for each such fiscal year’’ for ‘‘1993 and 1994 with an ag-
gregate outstanding principal amount not exceeding
such amount as may be provided in appropriation Acts
for each such year’’.

Subsec. (i)(7). Pub. L. 104–330, § 701(g), substituted
‘‘such sums as may be necessary for each of fiscal years
1997, 1998, 1999, 2000, and 2001’’ for ‘‘such sums as may be
necessary for fiscal year 1993 and $50,000,000 for fiscal
year 1994’’.

Subsec. (k)(4). Pub. L. 104–330, § 701(h)(1), inserted ‘‘or
Indian tribe’’ after ‘‘authority’’.

Subsec. (k)(5). Pub. L. 104–330, § 701(h)(2), inserted con-
cluding provisions, added subpar. (A), and struck out
former subpar. (A) which read as follows: ‘‘is authorized
to engage in or assist in the development or operation
of low-income housing for Indians; and’’.

Subsec. (k)(8). Pub. L. 104–330, § 701(h)(3), added par.
(8) and struck out former par. (8) which read as follows:
‘‘The term ‘tribe’ means any tribe, band, pueblo, group,
community, or nation of Indians or Alaska Natives.’’

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105–276, title V, § 595(f), Oct. 21, 1998, 112 Stat.
2659, provided that: ‘‘The amendments made by this
section [enacting section 4168 of Title 25, Indians,
amending this section, sections 4103, 4111 to 4113, 4131,
4135 to 4139 of Title 25, and sections 1437e and 12899h–1
of Title 42, The Public Health and Welfare, and repeal-
ing provisions set out as a note under section 1437 of
Title 42] are made and shall apply beginning upon the
date of the enactment of this Act [Oct. 21, 1998].’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1721 of this title;
title 25 section 4112.

§ 1715z�13b. Loan guarantees for Native Hawai-
ian housing

(a) Definitions
In this section:
(1) Department of Hawaiian Home Lands

The term ‘‘Department of Hawaiian Home
Lands’’ means the agency or department of
the government of the State of Hawaii that is
responsible for the administration of the Ha-
waiian Homes Commission Act, 1920 (42 Stat.
108 et seq.).
(2) Eligible entity

The term ‘‘eligible entity’’ means a Native
Hawaiian family, the Department of Hawaiian
Home Lands, the Office of Hawaiian Affairs,
and private nonprofit or private for-profit or-
ganizations experienced in the planning and
development of affordable housing for Native
Hawaiians.
(3) Family

The term ‘‘family’’ means one or more per-
sons maintaining a household, as the Sec-
retary shall by regulation provide.
(4) Guarantee Fund

The term ‘‘Guarantee Fund’’ means the Na-
tive Hawaiian Housing Loan Guarantee Fund
established under subsection (j) of this sec-
tion.
(5) Hawaiian Home Lands

The term ‘‘Hawaiian Home Lands’’ means
lands that—

(A) have the status of Hawaiian Home
Lands under section 204 of the Hawaiian
Homes Commission Act (42 Stat. 110); or

(B) are acquired pursuant to that Act.
(6) Native Hawaiian

The term ‘‘Native Hawaiian’’ means any in-
dividual who is—

(A) a citizen of the United States; and
(B) a descendant of the aboriginal people,

who, prior to 1778, occupied and exercised
sovereignty in the area that currently con-
stitutes the State of Hawaii, as evidenced
by—

(i) genealogical records;
(ii) verification by kupuna (elders) or

kama’aina (long-term community resi-
dents); or

(iii) birth records of the State of Hawaii.
(7) Office of Hawaiian Affairs

The term ‘‘Office of Hawaiian Affairs’’
means the entity of that name established
under the constitution of the State of Hawaii.

(b) Authority
To provide access to sources of private financ-

ing to Native Hawaiian families who otherwise
could not acquire housing financing because of
the unique legal status of the Hawaiian Home
Lands or as a result of a lack of access to pri-
vate financial markets, the Secretary may guar-
antee an amount not to exceed 100 percent of the
unpaid principal and interest that is due on an
eligible loan under subsection (c) of this section.
(c) Eligible loans

Under this section, a loan is an eligible loan if
that loan meets the following requirements:

(1) Eligible borrowers
The loan is made only to a borrower who is—

(A) a Native Hawaiian family;
(B) the Department of Hawaiian Home

Lands;
(C) the Office of Hawaiian Affairs; or
(D) a private nonprofit organization expe-

rienced in the planning and development of
affordable housing for Native Hawaiians.

(2) Eligible housing
(A) In general

The loan will be used to construct, ac-
quire, or rehabilitate not more than 4-family
dwellings that are standard housing and are
located on Hawaiian Home Lands for which
a housing plan described in subparagraph (B)
applies.
(B) Housing plan

A housing plan described in this subpara-
graph is a housing plan that—

(i) has been submitted and approved by
the Secretary under section 4223 of title 25;
and

(ii) provides for the use of loan guaran-
tees under this section to provide afford-
able homeownership housing on Hawaiian
Home Lands.

(3) Security
The loan may be secured by any collateral

authorized under applicable Federal or State
law.
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(4) Lenders
(A) In general

The loan shall be made only by a lender
approved by, and meeting qualifications es-
tablished by, the Secretary, including any
lender described in subparagraph (B), except
that a loan otherwise insured or guaranteed
by an agency of the Federal Government or
made by the Department of Hawaiian Home
Lands from amounts borrowed from the
United States shall not be eligible for a
guarantee under this section.
(B) Approval

The following lenders shall be considered
to be lenders that have been approved by the
Secretary:

(i) Any mortgagee approved by the Sec-
retary for participation in the single fam-
ily mortgage insurance program under
title II of the National Housing Act [12
U.S.C. 1707 et seq.].

(ii) Any lender that makes housing loans
under chapter 37 of title 38 that are auto-
matically guaranteed under section 3702(d)
of title 38.

(iii) Any lender approved by the Sec-
retary of Agriculture to make guaranteed
loans for single family housing under the
Housing Act of 1949 [42 U.S.C. 1441 et seq.].

(iv) Any other lender that is supervised,
approved, regulated, or insured by any
agency of the Federal Government.

(5) Terms
The loan shall—

(A) be made for a term not exceeding 30
years;

(B) bear interest (exclusive of the guaran-
tee fee under subsection (e) of this section
and service charges, if any) at a rate agreed
upon by the borrower and the lender and de-
termined by the Secretary to be reasonable,
but not to exceed the rate generally charged
in the area (as determined by the Secretary)
for home mortgage loans not guaranteed or
insured by any agency or instrumentality of
the Federal Government;

(C) involve a principal obligation not ex-
ceeding—

(i) 97.75 percent of the appraised value of
the property as of the date the loan is ac-
cepted for guarantee (or 98.75 percent if the
value of the property is $50,000 or less); or

(ii) the amount approved by the Sec-
retary under this section; and

(D) involve a payment on account of the
property—

(i) in cash or its equivalent; or
(ii) through the value of any improve-

ments to the property made through the
skilled or unskilled labor of the borrower,
as the Secretary shall provide.

(d) Certificate of guarantee
(1) Approval process

(A) In general
Before the Secretary approves any loan for

guarantee under this section, the lender
shall submit the application for the loan to
the Secretary for examination.

(B) Approval
If the Secretary approves the application

submitted under subparagraph (A), the Sec-
retary shall issue a certificate under this
subsection as evidence of the loan guarantee
approved.

(2) Standard for approval
The Secretary may approve a loan for guar-

antee under this section and issue a certificate
under this subsection only if the Secretary de-
termines that there is a reasonable prospect of
repayment of the loan.
(3) Effect

(A) In general
A certificate of guarantee issued under

this subsection by the Secretary shall be
conclusive evidence of the eligibility of the
loan for guarantee under this section and
the amount of that guarantee.
(B) Evidence

The evidence referred to in subparagraph
(A) shall be incontestable in the hands of the
bearer.
(C) Full faith and credit

The full faith and credit of the United
States is pledged to the payment of all
amounts agreed to be paid by the Secretary
as security for the obligations made by the
Secretary under this section.

(4) Fraud and misrepresentation
This subsection may not be construed—

(A) to preclude the Secretary from estab-
lishing defenses against the original lender
based on fraud or material misrepresenta-
tion; or

(B) to bar the Secretary from establishing
by regulations that are on the date of issu-
ance or disbursement, whichever is earlier,
partial defenses to the amount payable on
the guarantee.

(e) Guarantee fee
(1) In general

The Secretary shall fix and collect a guaran-
tee fee for the guarantee of a loan under this
section, which may not exceed the amount
equal to 1 percent of the principal obligation
of the loan.
(2) Payment

The fee under this subsection shall—
(A) be paid by the lender at time of issu-

ance of the guarantee; and
(B) be adequate, in the determination of

the Secretary, to cover expenses and prob-
able losses.

(3) Deposit
The Secretary shall deposit any fees col-

lected under this subsection in the Native Ha-
waiian Housing Loan Guarantee Fund estab-
lished under subsection (j) of this section.

(f) Liability under guarantee
The liability under a guarantee provided under

this section shall decrease or increase on a pro
rata basis according to any decrease or increase
in the amount of the unpaid obligation under
the provisions of the loan agreement involved.
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(g) Transfer and assumption
Notwithstanding any other provision of law,

any loan guaranteed under this section, includ-
ing the security given for the loan, may be sold
or assigned by the lender to any financial insti-
tution subject to examination and supervision
by an agency of the Federal Government or of
any State or the District of Columbia.
(h) Disqualification of lenders and civil money

penalties
(1) In general

(A) Grounds for action
The Secretary may take action under sub-

paragraph (B) if the Secretary determines
that any lender or holder of a guarantee cer-
tificate under subsection (d) of this section—

(i) has failed—
(I) to maintain adequate accounting

records;
(II) to service adequately loans guaran-

teed under this section; or
(III) to exercise proper credit or under-

writing judgment; or

(ii) has engaged in practices otherwise
detrimental to the interest of a borrower
or the United States.

(B) Actions
Upon a determination by the Secretary

that a holder of a guarantee certificate
under subsection (d) of this section has
failed to carry out an activity described in
subparagraph (A)(i) or has engaged in prac-
tices described in subparagraph (A)(ii), the
Secretary may—

(i) refuse, either temporarily or perma-
nently, to guarantee any further loans
made by such lender or holder;

(ii) bar such lender or holder from ac-
quiring additional loans guaranteed under
this section; and

(iii) require that such lender or holder
assume not less than 10 percent of any loss
on further loans made or held by the lend-
er or holder that are guaranteed under this
section.

(2) Civil money penalties for intentional viola-
tions

(A) In general
The Secretary may impose a civil mone-

tary penalty on a lender or holder of a guar-
antee certificate under subsection (d) of this
section if the Secretary determines that the
holder or lender has intentionally failed—

(i) to maintain adequate accounting
records;

(ii) to adequately service loans guaran-
teed under this section; or

(iii) to exercise proper credit or under-
writing judgment.

(B) Penalties
A civil monetary penalty imposed under

this paragraph shall be imposed in the man-
ner and be in an amount provided under sec-
tion 536 of the National Housing Act [12
U.S.C. 1735f–14] with respect to mortgagees
and lenders under that Act.

(3) Payment on loans made in good faith
Notwithstanding paragraphs (1) and (2), if a

loan was made in good faith, the Secretary

may not refuse to pay a lender or holder of a
valid guarantee on that loan, without regard
to whether the lender or holder is barred under
this subsection.

(i) Payment under guarantee
(1) Lender options

(A) In general
(i) Notification

If a borrower on a loan guaranteed under
this section defaults on the loan, the hold-
er of the guarantee certificate shall pro-
vide written notice of the default to the
Secretary.

(ii) Payment
Upon providing the notice required under

clause (i), the holder of the guarantee cer-
tificate shall be entitled to payment under
the guarantee (subject to the provisions of
this section) and may proceed to obtain
payment in one of the following manners:

(I) Foreclosure
(aa) In general

The holder of the certificate may ini-
tiate foreclosure proceedings (after
providing written notice of that action
to the Secretary).

(bb) Payment
Upon a final order by the court au-

thorizing foreclosure and submission
to the Secretary of a claim for pay-
ment under the guarantee, the Sec-
retary shall pay to the holder of the
certificate the pro rata portion of the
amount guaranteed (as determined
pursuant to subsection (f) of this sec-
tion) plus reasonable fees and expenses
as approved by the Secretary.

(cc) Subrogation
The rights of the Secretary shall be

subrogated to the rights of the holder
of the guarantee. The holder shall as-
sign the obligation and security to the
Secretary.

(II) No foreclosure
(aa) In general

Without seeking foreclosure (or in
any case in which a foreclosure pro-
ceeding initiated under clause (i) con-
tinues for a period in excess of 1 year),
the holder of the guarantee may sub-
mit to the Secretary a request to as-
sign the obligation and security inter-
est to the Secretary in return for pay-
ment of the claim under the guarantee.
The Secretary may accept assignment
of the loan if the Secretary determines
that the assignment is in the best in-
terest of the United States.

(bb) Payment
Upon assignment, the Secretary

shall pay to the holder of the guaran-
tee the pro rata portion of the amount
guaranteed (as determined under sub-
section (f) of this section).
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(cc) Subrogation
The rights of the Secretary shall be

subrogated to the rights of the holder
of the guarantee. The holder shall as-
sign the obligation and security to the
Secretary.

(B) Requirements
Before any payment under a guarantee is

made under subparagraph (A), the holder of
the guarantee shall exhaust all reasonable
possibilities of collection. Upon payment, in
whole or in part, to the holder, the note or
judgment evidencing the debt shall be as-
signed to the United States and the holder
shall have no further claim against the bor-
rower or the United States. The Secretary
shall then take such action to collect as the
Secretary determines to be appropriate.

(2) Limitations on liquidation
(A) In general

If a borrower defaults on a loan guaranteed
under this section that involves a security
interest in restricted Hawaiian Home Land
property, the mortgagee or the Secretary
shall only pursue liquidation after offering
to transfer the account to another eligible
Hawaiian family or the Department of Ha-
waiian Home Lands.
(B) Limitation

If, after action is taken under subpara-
graph (A), the mortgagee or the Secretary
subsequently proceeds to liquidate the ac-
count, the mortgagee or the Secretary shall
not sell, transfer, or otherwise dispose of or
alienate the property described in subpara-
graph (A) except to another eligible Hawai-
ian family or to the Department of Hawaiian
Home Lands.

(j) Hawaiian Housing Loan Guarantee Fund
(1) Establishment

There is established in the Treasury of the
United States the Hawaiian Housing Loan
Guarantee Fund for the purpose of providing
loan guarantees under this section.
(2) Credits

The Guarantee Fund shall be credited with—
(A) any amount, claims, notes, mortgages,

contracts, and property acquired by the Sec-
retary under this section, and any collec-
tions and proceeds therefrom;

(B) any amounts appropriated pursuant to
paragraph (7);

(C) any guarantee fees collected under sub-
section (e) of this section; and

(D) any interest or earnings on amounts
invested under paragraph (4).

(3) Use
Amounts in the Guarantee Fund shall be

available, to the extent provided in appropria-
tions Acts, for—

(A) fulfilling any obligations of the Sec-
retary with respect to loans guaranteed
under this section, including the costs (as
that term is defined in section 661a of title 2)
of such loans;

(B) paying taxes, insurance, prior liens, ex-
penses necessary to make fiscal adjustment

in connection with the application and
transmittal of collections, and other ex-
penses and advances to protect the Sec-
retary for loans which are guaranteed under
this section or held by the Secretary;

(C) acquiring such security property at
foreclosure sales or otherwise;

(D) paying administrative expenses in con-
nection with this section; and

(E) reasonable and necessary costs of reha-
bilitation and repair to properties that the
Secretary holds or owns pursuant to this
section.

(4) Investment
Any amounts in the Guarantee Fund deter-

mined by the Secretary to be in excess of
amounts currently required at the time of the
determination to carry out this section may
be invested in obligations of the United
States.
(5) Limitation on commitments to guarantee

loans and mortgages
(A) Requirement of appropriations

The authority of the Secretary to enter
into commitments to guarantee loans under
this section shall be effective for any fiscal
year to the extent, or in such amounts as
are, or have been, provided in appropriations
Acts, without regard to the fiscal year for
which such amounts were appropriated.
(B) Limitations on costs of guarantees

The authority of the Secretary to enter
into commitments to guarantee loans under
this section shall be effective for any fiscal
year only to the extent that amounts in the
Guarantee Fund are or have been made
available in appropriations Acts to cover the
costs (as that term is defined in section 661a
of title 2) of such loan guarantees for such
fiscal year. Any amounts appropriated pur-
suant to this subparagraph shall remain
available until expended.
(C) Limitation on outstanding aggregate

principal amount
Subject to the limitations in subpara-

graphs (A) and (B), the Secretary may enter
into commitments to guarantee loans under
this section for each of fiscal years 2001, 2002,
2003, 2004, and 2005 with an aggregate out-
standing principal amount not exceeding
$100,000,000 for each such fiscal year.

(6) Liabilities
All liabilities and obligations of the assets

credited to the Guarantee Fund under para-
graph (2)(A) shall be liabilities and obligations
of the Guarantee Fund.
(7) Authorization of appropriations

There are authorized to be appropriated to
the Guarantee Fund to carry out this section
such sums as may be necessary for each of fis-
cal years 2001, 2002, 2003, 2004, and 2005.

(k) Requirements for standard housing
(1) In general

The Secretary shall, by regulation, establish
housing safety and quality standards to be ap-
plied for use under this section.
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(2) Standards
The standards referred to in paragraph (1)

shall—
(A) provide sufficient flexibility to permit

the use of various designs and materials in
housing acquired with loans guaranteed
under this section; and

(B) require each dwelling unit in any hous-
ing acquired in the manner described in sub-
paragraph (A) to—

(i) be decent, safe, sanitary, and modest
in size and design;

(ii) conform with applicable general con-
struction standards for the region in which
the housing is located;

(iii) contain a plumbing system that—
(I) uses a properly installed system of

piping;
(II) includes a kitchen sink and a par-

titional bathroom with lavatory, toilet,
and bath or shower; and

(III) uses water supply, plumbing, and
sewage disposal systems that conform to
any minimum standards established by
the applicable county or State;

(iv) contain an electrical system using
wiring and equipment properly installed to
safely supply electrical energy for ade-
quate lighting and for operation of appli-
ances that conforms to any appropriate
county, State, or national code;

(v) be not less than the size provided
under the applicable locally adopted stand-
ards for size of dwelling units, except that
the Secretary, upon request of the Depart-
ment of Hawaiian Home Lands may waive
the size requirements under this para-
graph; and

(vi) conform with the energy perform-
ance requirements for new construction
established by the Secretary under section
526(a) of the National Housing Act [12
U.S.C. 1735f–4(a)], unless the Secretary de-
termines that the requirements are not ap-
plicable.

(l) Applicability of civil rights statutes
To the extent that the requirements of title VI

of the Civil Rights Act of 1964 (42 U.S.C. 2000d et
seq.) or of the Fair Housing Act [42 U.S.C. 3601
et seq.] apply to a guarantee provided under this
subsection, nothing in the requirements con-
cerning discrimination on the basis of race shall
be construed to prevent the provision of the
guarantee to an eligible entity on the basis that
the entity serves Native Hawaiian families or is
a Native Hawaiian family.

(Pub. L. 102–550, title I, § 184A, as added Pub. L.
106–568, title II, § 204, Dec. 27, 2000, 114 Stat. 2895,
and Pub. L. 106–569, title V, § 514, Dec. 27, 2000,
114 Stat. 2989.)

REFERENCES IN TEXT

The Hawaiian Homes Commission Act, 1920, referred
to in subsec. (a)(1), (5), is act July 9, 1921, ch. 42, 42 Stat.
108, as amended, which was classified generally to sec-
tions 691 to 718 of Title 48, Territories and Insular Pos-
sessions, and was omitted from the Code. Section 204 of
the Act was classified to section 698 of Title 48.

The National Housing Act, referred to in subsecs.
(c)(4)(B)(i) and (h)(2)(B), is act June 27, 1934, ch. 847, 48

Stat. 1246, as amended, which is classified principally
to this chapter (§ 1701 et seq.). Title II of the Act is clas-
sified generally to this subchapter (§ 1707 et seq.). For
complete classification of this Act to the Code, see sec-
tion 1701 of this title and Tables.

The Housing Act of 1949, referred to in subsec.
(c)(4)(B)(iii), is act July 15, 1949, ch. 338, 63 Stat. 413, as
amended, which is classified principally to chapter 8A
(§ 1441 et seq.) of Title 42, The Public Health and Wel-
fare. For complete classification of this Act to the
Code, see Short Title note set out under section 1441 of
Title 42 and Tables.

The Civil Rights Act of 1964, referred to in subsec. (l),
is Pub. L. 88–352, July 2, 1964, 78 Stat. 241, as amended.
Title VI of the Act is classified generally to subchapter
V (§ 2000d et seq.) of chapter 21 of Title 42, The Public
Health and Welfare. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 2000a of Title 42 and Tables.

The Fair Housing Act, referred to in subsec. (l), is
title VIII of Pub. L. 90–284, Apr. 11, 1968, 82 Stat. 81, as
amended, which is classified principally to subchapter
I (§ 3601 et seq.) of chapter 45 of Title 42, The Public
Health and Welfare. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 3601 of Title 42 and Tables.

CODIFICATION

Section was enacted as part of the Housing and Com-
munity Development Act of 1992, and not as part of the
National Housing Act which comprises this chapter.

Pub. L. 106–568, § 204, and Pub. L. 106–569, § 514, enacted
substantially identical sections 184A to Pub. L. 102–550.
This section is based on the text of section 184A of Pub.
L. 102–550, as added by Pub. L. 106–569.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 25 sections 4223,
4228, 4242.

§ 1715z�14. Risk-sharing demonstration

(a) Demonstration mortgage risk-sharing pro-
gram; areas; number of mortgages

The purpose of this section is to authorize a
demonstration mortgage risk-sharing program
designed to test the feasibility of entering into
risk-sharing contracts with private mortgage in-
surers and with insured community develop-
ment financial institutions in order to reduce
Government risk and administrative costs, and
to speed mortgage processing. The Secretary
shall limit the demonstration under this section
to not more than four administrative regions of
the Department of Housing and Urban Develop-
ment, and shall assure that the program is in
the financial interest of the Government and
will not result in loss of employment by any em-
ployees of the Department of Housing and Urban
Development before the expiration of the 5-year
period beginning on December 21, 2000. The ag-
gregate number of mortgages for which risk of
nonpayment is shared under this section in any
administrative region of the Department of
Housing and Urban Development in any fiscal
year may not exceed 20 percent of the aggregate
number of mortgages and loans insured by the
Secretary under this subchapter in such region
during the preceding fiscal year.
(b) One- to four-family dwellings; requirements

for private mortgage insurance companies
Notwithstanding any other provision of this

chapter inconsistent with this section, the Sec-
retary is authorized, in providing mortgage in-
surance with respect to one- to four-family
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1 So in original. Probably should be followed by ‘‘and’’.

dwellings under sections 1709(b), 1715y, and
1715z–10 of this title, to enter into risk-sharing
contracts with private mortgage insurance com-
panies which have been determined to be quali-
fied insurers under section 1717(b)(2)(C) of this
title and with insured community development
financial institutions. Such contracts shall re-
quire private mortgage insurance companies and
insured community development financial insti-
tutions to—

(1) assume a secondary percentage of loss on
any mortgage insured pursuant to section
1709(b), 1715y, or 1715z–10 of this title covering
a one- to four-family dwelling, which percent-
age of loss shall be set forth in the risk-shar-
ing contract, with the first percentage of loss
to be borne by the Secretary; 1

(2) perform or delegate underwriting, credit
approval, appraisal, inspection, commitment,
claims processing, property disposition, or
other functions as the Secretary shall approve
as consistent with the purposes of this section
and shall set forth in the risk-sharing con-
tract.

(c) Required contract provisions
Any contract for risk-sharing under this sec-

tion shall contain such provisions relating to
the sharing of premiums received by the Sec-
retary with a private mortgage insurer or in-
sured community development financial institu-
tion on a sound actuarial basis, establishment of
loss reserves, manner of calculating claims on
such risk-sharing contract, conditions with re-
spect to foreclosure, handling and disposition of
property prior to claim or settlement, rights of
assignees, and other similar matters as the Sec-
retary may prescribe pursuant to regulations.
Pursuant to a contract under this section, a pri-
vate mortgage insurance company or insured
community development financial institution
shall endorse loans for risk-sharing and take
such other actions on behalf of the Secretary
and in the Secretary’s name as the Secretary
may authorize.

(d) Mortgages offered for inclusion by Secretary
The Secretary shall require any private mort-

gage insurance company or insured community
development financial institution participating
in the program under this section to provide
risk-sharing for those mortgages offered by the
Secretary for inclusion in the program.

(e) Insured community development financial in-
stitution

For purposes of this section, the term ‘‘insured
community development financial institution’’
means a community development financial in-
stitution, as such term is defined in section 4702
of this title that is an insured depository insti-
tution (as such term is defined in section 1813 of
this title) or an insured credit union (as such
term is defined in section 1752 of this title).

(June 27, 1934, ch. 847, title II, § 249, as added
Pub. L. 98–181, title IV, § 428(a), Nov. 30, 1983, 97
Stat. 1219; amended Pub. L. 99–120, § 1(g), Oct. 8,
1985, 99 Stat. 502; Pub. L. 99–156, § 1(g), Nov. 15,
1985, 99 Stat. 815; Pub. L. 99–219, § 1(g), Dec. 26,

1985, 99 Stat. 1730; Pub. L. 99–267, § 1(g), Mar. 27,
1986, 100 Stat. 73; Pub. L. 99–272, title III,
§ 3007(g), Apr. 7, 1986, 100 Stat. 105; Pub. L. 99–289,
§ 1(b), May 2, 1986, 100 Stat. 412; Pub. L. 99–345,
§ 1, June 24, 1986, 100 Stat. 673; Pub. L. 99–430,
Sept. 30, 1986, 100 Stat. 986; Pub. L. 100–122, § 1,
Sept. 30, 1987, 101 Stat. 793; Pub. L. 100–154, Nov.
5, 1987, 101 Stat. 890; Pub. L. 100–170, Nov. 17, 1987,
101 Stat. 914; Pub. L. 100–179, Dec. 3, 1987, 101
Stat. 1018; Pub. L. 100–200, Dec. 21, 1987, 101 Stat.
1327; Pub. L. 106–554, § 1(a)(7) [title I, § 143], Dec.
21, 2000, 114 Stat. 2763, 2763A–618.)

AMENDMENTS

2000—Pub. L. 106–554, § 1(a)(7) [title I, § 143(1)], sub-
stituted ‘‘Risk-sharing demonstration’’ for ‘‘Reinsur-
ance contracts’’ in section catchline.

Subsec. (a). Pub. L. 106–554, § 1(a)(7) [title I, § 143(2),
(3)], in heading and first sentence substituted ‘‘risk-
sharing’’ for ‘‘reinsurance’’ wherever appearing, in first
sentence inserted ‘‘and with insured community devel-
opment financial institutions’’ after ‘‘private mortgage
insurers’’, in second sentence substituted ‘‘four admin-
istrative regions’’ for ‘‘two administrative regions’’ and
‘‘the expiration of the 5-year period beginning on De-
cember 21, 2000’’ for ‘‘March 15, 1988’’, and in last sen-
tence substituted ‘‘mortgages for which risk of non-
payment is shared’’ for ‘‘mortgages insured’’ and ‘‘20
percent’’ for ‘‘10 percent’’.

Subsec. (b). Pub. L. 106–554, § 1(a)(7) [title I, § 143(2),
(4)(A), (B)], in first sentence of introductory provisions,
substituted ‘‘, in providing’’ for ‘‘to provide’’, ‘‘, to
enter into’’ for ‘‘through’’ and ‘‘risk-sharing’’ for ‘‘rein-
surance’’ and inserted ‘‘and with insured community
development financial institutions’’ before period at
end and, in second sentence of introductory provisions,
inserted ‘‘and insured community development finan-
cial institutions’’ after ‘‘private mortgage insurance
companies’’.

Subsec. (b)(1). Pub. L. 106–554, § 1(a)(7) [title I,
§ 143(4)(C)], added par. (1) and struck out former par. (1)
which read as follows: ‘‘assume a percentage of loss on
any mortgage insured pursuant to section 1709(b), 1715y,
or 1715z–10 of this title covering a one- to four-family
dwelling, which percentage of loss shall be set forth in
the risk-sharing contract; and’’.

Pub. L. 106–554, § 1(a)(7) [title I, § 143(2)], substituted
‘‘risk-sharing’’ for ‘‘reinsurance’’.

Subsec. (b)(2). Pub. L. 106–554, § 1(a)(7) [title I,
§ 143(4)(D)], substituted ‘‘perform or delegate underwrit-
ing,’’ for ‘‘carry out (under appropriate delegation)
such’’ and ‘‘functions as the Secretary’’ for ‘‘function
as the Secretary pursuant to regulations,’’ and inserted
before period at end ‘‘and shall set forth in the risk-
sharing contract’’.

Subsec. (c). Pub. L. 106–554, § 1(a)(7) [title I, § 143(2),
(5)], in first sentence, substituted ‘‘contract for’’ for
‘‘contract of’’ and ‘‘risk-sharing’’ for ‘‘reinsurance’’, in-
serted ‘‘received by the Secretary with a private mort-
gage insurer or insured community development finan-
cial institution’’ after ‘‘sharing of premiums’’, sub-
stituted ‘‘loss reserves’’ for ‘‘insurance reserves’’, ‘‘such
risk-sharing contract’’ for ‘‘such insurance’’, and
‘‘rights of assignees’’ for ‘‘right of assignees’’ and, in
second sentence, inserted ‘‘or insured community de-
velopment financial institution’’ after ‘‘private mort-
gage insurance company’’ and substituted ‘‘loans for
risk-sharing’’ for ‘‘loans for insurance’’.

Subsec. (d). Pub. L. 106–554, § 1(a)(7) [title I, § 143(2),
(6)], inserted ‘‘or insured community development fi-
nancial institution’’ after ‘‘private mortgage insurance
company’’ and substituted ‘‘risk-sharing’’ for ‘‘reinsur-
ance’’.

Subsec. (e). Pub. L. 106–554, § 1(a)(7) [title I, § 143(7)],
added subsec. (e).

1987—Subsec. (a). Pub. L. 100–200 substituted ‘‘March
15, 1988’’ for ‘‘December 16, 1987’’.

Pub. L. 100–179 substituted ‘‘December 16, 1987’’ for
‘‘December 2, 1987’’.
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Pub. L. 100–170 substituted ‘‘December 2, 1987’’ for
‘‘November 15, 1987’’.

Pub. L. 100–154 substituted ‘‘November 15, 1987’’ for
‘‘October 31, 1987’’.

Pub. L. 100–122 substituted ‘‘October 31, 1987’’ for
‘‘September 30, 1987’’.

1986—Subsec. (a). Pub. L. 99–430 substituted ‘‘Septem-
ber 30, 1987’’ for ‘‘September 30, 1986’’.

Pub. L. 99–345 substituted ‘‘September 30, 1986’’ for
‘‘June 6, 1986’’.

Pub. L. 99–289 substituted ‘‘June 6, 1986’’ for ‘‘April 30,
1986’’.

Pub. L. 99–272 made amendment identical to Pub. L.
99–219. See 1985 Amendment note below.

Pub. L. 99–267 substituted ‘‘April 30, 1986’’ for ‘‘March
17, 1986’’.

1985—Subsec. (a). Pub. L. 99–219 substituted ‘‘March
17, 1986’’ for ‘‘December 15, 1985’’.

Pub. L. 99–156 substituted ‘‘December 15, 1985’’ for
‘‘November 14, 1985’’.

Pub. L. 99–120 substituted ‘‘November 14, 1985’’ for
‘‘September 30, 1985’’.

EVALUATION OF REINSURANCE PROGRAM; REPORT TO
CONGRESS

Section 428(b) of Pub. L. 98–181 provided that: ‘‘The
Secretary of Housing and Urban Development shall
evaluate the reinsurance program under section 249 of
the National Housing Act [this section] and, not later
than March 1, 1985, submit to the Congress a report set-
ting forth the results of such evaluation. Such report
shall include an evaluation of the possible effect of a
reinsurance program on the characteristics of the pool
of mortgages remaining wholly under the applicable in-
surance funds and the actuarial soundness of such funds
under such conditions.’’

§ 1715z�15. Limitation on prepayment of mort-
gages on multifamily rental housing

(a) Acceptance of offer to prepay; qualifications
During any period in which an owner of a

multifamily rental housing project is required
to obtain the approval of the Secretary for pre-
payment of the mortgage, the Secretary shall
not accept an offer to prepay the mortgage on
such project or permit a termination of an in-
surance contract pursuant to section 1715t of
this title unless—

(1) the Secretary has determined that such
project is no longer meeting a need for rental
housing for lower income families in the area;

(2) the Secretary (A) has determined that
the tenants have been notified of the owner’s
request for approval of a prepayment; (B) has
provided the tenants with an opportunity to
comment on the owner’s request; and (C) has
taken such comments into consideration; and

(3) the Secretary has ensured that there is a
plan for providing relocation assistance for
adequate, comparable housing for any lower
income tenant who will be displaced as a re-
sult of the prepayment and withdrawal of the
project from the program.

(b) Approval prior to foreclosure
A mortgagee may foreclose the mortgage on,

or acquire by deed in lieu of foreclosure, any eli-
gible low-income housing project (as such term
is defined in section 4119 of this title) only if the
mortgagee also conveys title to the project to
the Secretary in connection with a claim for in-
surance benefits.
(c) ��Lower income families�� defined

For purposes of this section, the term ‘‘lower
income families’’ has the meaning given such
term in section 1437a(b)(2) of title 42.

(June 27, 1934, ch. 847, title II, § 250, as added
Pub. L. 98–181, title IV, § 433, Nov. 30, 1983, 97
Stat. 1221; amended Pub. L. 100–242, title II, § 261,
Feb. 5, 1988, 101 Stat. 1890; Pub. L. 101–235, title
II, § 202(d)(1), Dec. 15, 1989, 103 Stat. 2037; Pub. L.
101–625, title VI, § 602(b), (c), Nov. 28, 1990, 104
Stat. 4277.)

AMENDMENTS

1990—Subsec. (b). Pub. L. 101–625, § 602(b), amended
subsec. (b) generally. Prior to amendment, subsec. (b)
read as follows: ‘‘In the case of a project assisted under
section 1715z–1 of this title or the proviso to section
1715l(d)(5) of this title, section 101 of the Housing and
Urban Development Act of 1965, or section 1701q of this
title where the owner has the right to prepay the mort-
gage covering the assisted project without the Sec-
retary’s approval, the Secretary shall give a priority
for additional assistance under section 1437f of title 42
and section 201 of the Housing and Community Devel-
opment Amendments of 1978 to tenants and applicants
to become tenants of the project, if—

‘‘(1) funds to provide such additional assistance are
available; and

‘‘(2) the Secretary determines that making such ad-
ditional assistance available to the project is nec-
essary to prevent the owner from prepaying the mort-
gage.’’
Subsecs. (c), (d). Pub. L. 101–625, § 602(c), redesignated

subsec. (d) as (c) and struck out former subsec. (c)
which read as follows: ‘‘Any owner of a multifamily
rental housing project referred to in subsection (b) of
this section who receives additional assistance under
section 1437f of title 42 under the priority established in
subsection (b) of this section shall—

‘‘(1) fully utilize the assistance which is available;
‘‘(2) grant a priority to applicants to become ten-

ants who have the lowest incomes; and
‘‘(3) maintain the low-income character of the

project for a period at least equal to the remaining
term of the project mortgage to the extent that as-
sistance is provided.’’
1989—Subsec. (a). Pub. L. 101–235 inserted ‘‘or permit

a termination of an insurance contract pursuant to sec-
tion 1715t of this title’’ after second reference to
‘‘project’’.

1988—Subsec. (a)(1). Pub. L. 100–242 struck out ‘‘or
that the needs of lower income families in such project
can more efficiently and effectively be met through
other Federal housing assistance taking into account
the remaining time the project could meet such needs’’
after ‘‘families in the area’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1715t of this
title.

§ 1715z�16. Adjustable rate single family mort-
gages

(a) One- to four-family dwellings; maximum term
of mortgage; adjustments in effective rate of
interest

The Secretary may insure under any provision
of this subchapter a mortgage involving prop-
erty upon which there is located a dwelling de-
signed principally for occupancy by one to four
families, where the mortgage provides for peri-
odic adjustments by the mortgagee in the effec-
tive rate of interest charged. Such interest rate
adjustments may be accomplished through ad-
justments in the monthly payment amount, the
outstanding principal balance, or the mortgage
term, or a combination of these factors, except
that in no case may any extension of a mortgage
term result in a total term in excess of 40 years.
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Adjustments in the effective rate of interest
shall correspond to a specified national interest
rate index approved in regulations by the Sec-
retary, information on which is readily acces-
sible to mortgagors from generally available
published sources. Adjustments in the effective
rate of interest shall (1) be made on an annual
basis; (2) be limited, with respect to any single
interest rate increase, to no more than 1 percent
on the outstanding loan balance; and (3) be lim-
ited to a maximum increase of 5 percentage
points above the initial contract interest rate
over the term of the mortgage.
(b) Written explanation of mortgage features

The Secretary shall require that the mortga-
gee make available to the mortgagor, at the
time of loan application, a written explanation
of the features of an adjustable rate mortgage
consistent with the disclosure requirements ap-
plicable to variable rate mortgages secured by a
principal dwelling under the Truth in Lending
Act [15 U.S.C. 1601 et seq.].
(c) Number of mortgages and loans

The aggregate number of mortgages and loans
insured under this section in any fiscal year
may not exceed 30 percent of the aggregate num-
ber of mortgages and loans insured by the Sec-
retary under this subchapter during the preced-
ing fiscal year.
(d) Adjustable rate mortgage with initial fixed

rate of interest
(1) The Secretary may insure under this sub-

section a mortgage that meets the requirements
of subsection (a) of this section, except that the
effective rate of interest—

(A) shall be fixed for a period of not less
than the first 3 years of the mortgage term;

(B) shall be adjusted by the mortgagee ini-
tially upon the expiration of such period and
annually thereafter; and

(C) in the case of the initial interest rate ad-
justment, is subject to the 1 percent limita-
tion only if the interest rate remained fixed
for five or fewer years.

(2) The disclosure required under subsection
(b) of this section shall be required for a mort-
gage insured under this subsection.

(June 27, 1934, ch. 847, title II, § 251, as added
Pub. L. 98–181, title IV, § 443, Nov. 30, 1983, 97
Stat. 1225; amended Pub. L. 100–242, title IV,
§ 415(a), Feb. 5, 1988, 101 Stat. 1907; Pub. L. 107–73,
title II, § 206, Nov. 26, 2001, 115 Stat. 674.)

REFERENCES IN TEXT

The Truth in Lending Act, referred to in subsec. (b),
is title I of Pub. L. 90–321, May 29, 1968, 82 Stat. 146, as
amended, which is classified generally to subchapter I
(§ 1601 et seq.) of chapter 41 of Title 15, Commerce and
Trade. For complete classification of this Act to the
Code, see Short Title note set out under section 1601 of
Title 15 and Tables.

AMENDMENTS

2001—Subsec. (b). Pub. L. 107–73, § 206(1), substituted
‘‘require that the mortgagee make available to the
mortgagor, at the time of loan application, a written
explanation of the features of an adjustable rate mort-
gage consistent with the disclosure requirements appli-
cable to variable rate mortgages secured by a principal
dwelling under the Truth in Lending Act’’ for ‘‘issue

regulations requiring that the mortgagee make avail-
able to the mortgagor, at the time of loan application,
a written explanation of the features of the adjustable
rate mortgage, including a hypothetical payment
schedule that displays the maximum potential in-
creases in monthly payments to the mortgagor over
the first 5 years of the mortgage term’’.

Subsec. (d). Pub. L. 107–73, § 206(2), added subsec. (d).
1988—Subsec. (c). Pub. L. 100–242 amended subsec. (c)

generally. Prior to amendment, subsec. (c) read as fol-
lows: ‘‘The aggregate number of mortgages and loans
insured under this section, section 1715z–10(c) of this
title, and section 1715z–17 of this title in any fiscal year
may not exceed 10 percent of the aggregate number of
mortgages and loans insured by the Secretary under
this subchapter during the preceding fiscal year.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1709 of this title;
title 38 section 3707.

§ 1715z�17. Shared appreciation mortgages for
single family housing

(a) One- to four-family dwellings; requirements
Notwithstanding any provision of this sub-

chapter that is inconsistent with this section,
the Secretary may insure, under any provision
of this subchapter providing for insurance of
mortgages on properties upon which there is lo-
cated a dwelling designed principally for occu-
pancy by one to four families, a mortgage se-
cured by a first lien on such a property or on the
stock allocated to a dwelling unit in a residen-
tial cooperative housing corporation, which—

(1) provides for the mortgagee to share in a
predetermined percentage of the property’s or
stock’s net appreciated value;

(2) bears interest at a rate which meets cri-
teria prescribed by the Secretary;

(3) provides for amortization over a period of
not to exceed 30 years, but the actual term of
the mortgage (excluding any refinancing) may
be not less than 10 nor more than 30 years, and
contains such provisions relating to refinanc-
ing of the principal balance of the mortgage
and any contingent deferred interest as the
Secretary may provide; and

(4) meets such other conditions as the Sec-
retary may require by regulation.

(b) Payment of mortgagee�s share of net appre-
ciated value; ��net appreciated value�� defined

The mortgagee’s share of a property’s or
stock’s net appreciated value shall be payable
upon sale or transfer (as defined by the Sec-
retary) of the property or stock or payment in
full of the mortgage, whichever occurs first. For
purposes of this section, the term ‘‘net appre-
ciated value’’ means the amount by which the
sales price of the property or stock (less the
mortgagor’s selling costs) exceeds the value of
the property or stock at the time the commit-
ment to insure is issued (with adjustments for
capital improvements stipulated in the loan
contract). If there has been no sale or transfer at
the time the mortgagee’s share of net appre-
ciated value becomes payable, the sales price for
purposes of this section shall be determined by
means of an appraisal conducted in accordance
with procedures approved by the Secretary and
provided for in the mortgage.
(c) Entitlement of mortgagee upon default

In the event of a default, the mortgagee shall
be entitled to receive the benefits of insurance
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in accordance with section 1710(a) of this title,
but such insurance benefits shall not include the
mortgagee’s share of net appreciated value. The
term ‘‘original principal obligation of the mort-
gage’’ as used in section 1710 of this title shall
not include the mortgagee’s share of net appre-
ciated value.
(d) Inapplicability of State constitution, statute,

etc., limiting or prohibiting increases in out-
standing loan balance

Mortgages insured pursuant to this section
which contain provisions for sharing apprecia-
tion or which otherwise require or permit in-
creases in the outstanding loan balance which
are authorized under this section or under appli-
cable regulations shall not be subject to any
State constitution, statute, court decree, com-
mon law, rule, or public policy limiting or pro-
hibiting increases in the outstanding loan bal-
ance after execution of the mortgage.
(e) Encouraged use of insurance by low and mod-

erate income families
In carrying out the provisions of this section,

the Secretary shall encourage the use of insur-
ance under this section by low and moderate in-
come tenants who would otherwise be displaced
by the conversion of their rental housing to con-
dominium or cooperative ownership.
(f) Consumer protections and disclosure require-

ments
The Secretary shall prescribe adequate con-

sumer protections and disclosure requirements
with respect to mortgages insured under this
section, and may prescribe such other terms and
conditions as may be appropriate to carry out
the provisions of this section.
(g) Number of mortgages and loans

The aggregate number of mortgages and loans
insured under this section and section 1715z–10(c)
of this title in any fiscal year may not exceed 10
percent of the aggregate number of mortgages
and loans insured by the Secretary under this
subchapter during the preceding fiscal year.

(June 27, 1934, ch. 847, title II, § 252, as added
Pub. L. 98–181, title IV, § 444, Nov. 30, 1983, 97
Stat. 1225; amended Pub. L. 100–242, title IV,
§ 415(b)(2), Feb. 5, 1988, 101 Stat. 1907.)

AMENDMENTS

1988—Subsec. (g). Pub. L. 100–242 struck out reference
to section 1715z–16 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1709, 1715z–10 of
this title.

§ 1715z�18. Shared appreciation mortgages for
multifamily housing

(a) Five or more family units; requirements
Notwithstanding any provision of this sub-

chapter that is inconsistent with this section,
the Secretary may insure, under any provision
of this subchapter providing for insurance of
mortgages on properties including 5 or more
family units, a mortgage secured by a first lien
on the property that (1) provides for the mortga-
gee to share in a predetermined percentage of
the property’s net appreciated value; and (2)

meets such other conditions, including limita-
tions on the rate of interest which may be
charged, as the Secretary may require by regu-
lation.

(b) Payment of mortgagee�s share of net appre-
ciated value; term of mortgage; repayment;
��net appreciated value�� defined

The mortgagee’s share of a property’s net ap-
preciated value shall be payable upon maturity
or upon payment in full of the loan or sale or
transfer (as defined by the Secretary) of the
property, whichever occurs first. The term of
the mortgage shall not be less than 15 years, and
shall be repayable in equal monthly install-
ments of principal and fixed interest during the
mortgage term in an amount which would be
sufficient to retire a debt with the same prin-
cipal and fixed interest rate over a period not
exceeding 30 years. In the case of a mortgage
which will not be completely amortized during
the mortgage term, the principal obligation of
the mortgage may not exceed 85 percent of the
estimated value of the property or project. For
purposes of this section, the term ‘‘net appre-
ciated value’’ means the amount by which the
sales price of the property (less the mortgagor’s
selling costs) exceeds the actual project cost
after completion, as approved by the Secretary.
If there has been no sale or transfer at the time
the mortgagee’s share of net appreciated value
becomes payable, the sales price for purposes of
this section shall be determined by means of an
appraisal conducted in accordance with proce-
dures approved by the Secretary and provided
for in the mortgage.

(c) Entitlement of mortgagee upon default
In the event of a default, the mortgagee shall

be entitled to receive the benefits of insurance
in accordance with section 1713 of this title, but
such insurance benefits shall not include the
mortgagee’s share of net appreciated value. The
term ‘‘original principal face amount of the
mortgage’’ as used in section 1713 of this title
shall not include the mortgagee’s share of net
appreciated value.

(d) Maximum percentage of net appreciated
value; disclosure requirements

The Secretary shall establish by regulation
the maximum percentage of net appreciated
value which may be payable to a mortgagee as
the mortgagee’s share. The Secretary shall also
establish disclosure requirements applicable to
mortgagees making mortgage loans pursuant to
this section, to assure that mortgagors are in-
formed of the characteristics of such mortgages.

(e) Inapplicability of State constitution, statute,
etc., limiting or prohibiting increases in out-
standing loan balance

Mortgages insured pursuant to this section
which contain provisions for sharing apprecia-
tion or which otherwise require or permit in-
creases in the outstanding loan balance which
are authorized under this section or under appli-
cable regulations shall not be subject to any
State constitution, statute, court decree, com-
mon law, rule, or public policy limiting or pro-
hibiting increases in the outstanding loan bal-
ance after execution of the mortgage.
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(f) Number of dwelling units
The number of dwelling units included in prop-

erties covered by mortgages insured pursuant to
this section in any fiscal year may not exceed
5,000.

(June 27, 1934, ch. 847, title II, § 253, as added
Pub. L. 98–181, title IV, § 445, Nov. 30, 1983, 97
Stat. 1226; amended Pub. L. 100–242, title IV,
§ 429(j), Feb. 5, 1988, 101 Stat. 1919.)

AMENDMENTS

1988—Subsec. (b). Pub. L. 100–242, § 429(j)(1), sub-
stituted ‘‘For purposes of this section, the term ‘net ap-
preciated value’ means the amount by which the sales
price of the property (less the mortgagor’s selling
costs) exceeds the actual project cost after completion,
as approved by the Secretary’’ for ‘‘For purposes of this
section, the term ‘net appreciated value’ means the
amount by which the sales price of the property (less
the mortgagor’s selling costs) exceeds the value (or re-
placement cost, as appropriate) of the property at the
time the commitment to insure is issued (with adjust-
ments for capital improvements stipulated in the loan
contract)’’.

Subsec. (c). Pub. L. 100–242, § 429(j)(2), (3), substituted
‘‘in accordance with section 1713 of this title’’ for ‘‘in
accordance with section 1710 of this title’’ and ‘‘The
term ‘original principal face amount of the mortgage’
as used in section 1713 of this title shall not include the
mortgagee’s share of net appreciated value’’ for ‘‘The
term ‘original principal obligation of the mortgage’ as
used in section 1710(a) of this title shall not include the
mortgagee’s share of net appreciated value’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1709 of this title.

§ 1715z�19. Equity skimming penalty

(a) In general
Whoever, as an owner, agent, or manager, or

who is otherwise in custody, control, or posses-
sion of a multifamily project or a 1- to 4-family
residence that is security for a mortgage note
that is described in subsection (b) of this sec-
tion, willfully uses or authorizes the use of any
part of the rents, assets, proceeds, income, or
other funds derived from property covered by
that mortgage note for any purpose other than
to meet reasonable and necessary expenses that
include expenses approved by the Secretary if
such approval is required, in a period during
which the mortgage note is in default or the
project is in a nonsurplus cash position, as de-
fined by the regulatory agreement covering the
property, or the mortgagor has failed to comply
with the provisions of such other form of regu-
latory control imposed by the Secretary, shall
be fined not more than $500,000, imprisoned not
more than 5 years, or both.
(b) Mortgage notes described

For purposes of subsection (a) of this section,
a mortgage note is described in this subsection
if it—

(1) is insured, acquired, or held by the Sec-
retary pursuant to this chapter;

(2) is made pursuant to section 1701q of this
title (including property still subject to sec-
tion 1701q program requirements that existed
before November 28, 1990); or

(3) is insured or held pursuant to section
1715z–22 of this title, but is not reinsured under
section 1715z–22 of this title.

(June 27, 1934, ch. 847, title II, § 254, as added
Pub. L. 100–242, title IV, § 416(b), Feb. 5, 1988, 101
Stat. 1908; amended Pub. L. 105–65, title V, § 552,
Oct. 27, 1997, 111 Stat. 1412.)

AMENDMENTS

1997—Pub. L. 105–65 amended section generally. Prior
to amendment, section read as follows: ‘‘Whoever, as an
owner, agent, or manager, or who is otherwise in cus-
tody, control, or possession of property that is security
for a mortgage note that is insured, acquired, or held
by the Secretary pursuant to section 1709, 1713, 1715e,
1715k, 1715l(d)(3), 1715l(d)(4), 1715n(f), 1715v, 1715w, 1715y,
1715z–1, 1715z–3(c), 1715z–6, 1715z–7, 1715z–9, 1743, or
1748h–2 of this title, or subchapter IX–B of this chapter,
or is made pursuant to section 1701q of this title, will-
fully uses or authorizes the use of any part of the rents,
assets, proceeds, income or other funds derived from
property covered by such mortgage note during a pe-
riod when the mortgage note is in default or the project
is in a nonsurplus cash position as defined by the regu-
latory agreement covering such property, for any pur-
pose other than to meet actual or necessary expenses
that include expenses approved by the Secretary if such
approval is required under the terms of the regulatory
agreement, shall be fined not more than $250,000 or im-
prisoned not more than 5 years, or both.’’

§ 1715z�20. Insurance of home equity conversion
mortgages for elderly homeowners

(a) Purpose
The purpose of this section is to authorize the

Secretary to carry out a program of mortgage
insurance designed—

(1) to meet the special needs of elderly
homeowners by reducing the effect of the eco-
nomic hardship caused by the increasing costs
of meeting health, housing, and subsistence
needs at a time of reduced income, through
the insurance of home equity conversion mort-
gages to permit the conversion of a portion of
accumulated home equity into liquid assets;
and

(2) to encourage and increase the involve-
ment of mortgagees and participants in the
mortgage markets in the making and servic-
ing of home equity conversion mortgages for
elderly homeowners.

(b) Definitions
For purposes of this section:

(1) The terms ‘‘elderly homeowner’’ and
‘‘homeowner’’ mean any homeowner who is, or
whose spouse is, at least 62 years of age or
such higher age as the Secretary may pre-
scribe.

(2) The terms ‘‘mortgagee’’, ‘‘mortgagor’’,
and ‘‘State’’ have the meanings given such
terms in section 1707 of this title.

(3) The term ‘‘home equity conversion mort-
gage’’ means a first mortgage which provides
for future payments to the homeowner based
on accumulated equity and which a housing
creditor (as defined in section 3802(2) of this
title) is authorized to make (A) under any law
of the United States (other than section 3803 of
this title) or applicable agency regulations
thereunder; (B) in accordance with section 3803
of this title, notwithstanding any State con-
stitution, law, or regulation; or (C) under any
State constitution, law, or regulation.

(4) MORTGAGE.—The term ‘‘mortgage’’ means
a first mortgage or first lien on real estate, in
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fee simple, on all stock allocated to a dwelling
in a residential cooperative housing corpora-
tion, or on a leasehold—

(A) under a lease for not less than 99 years
that is renewable; or

(B) under a lease having a period of not
less than 10 years to run beyond the matu-
rity date of the mortgage.

(5) FIRST MORTGAGE.—The term ‘‘first mort-
gage’’ means such classes of first liens as are
commonly given to secure advances on, or the
unpaid purchase price of, real estate or all
stock allocated to a dwelling unit in a residen-
tial cooperative housing corporation, under
the laws of the State in which the real estate
or dwelling unit is located, together with the
credit instruments, if any, secured thereby.

(c) Insurance authority
The Secretary may, upon application by a

mortgagee, insure any home equity conversion
mortgage eligible for insurance under this sec-
tion and, upon such terms and conditions as the
Secretary may prescribe, make commitments
for the insurance of such mortgages prior to the
date of their execution or disbursement to the
extent that the Secretary determines such
mortgages—

(1) have promise for improving the financial
situation or otherwise meeting the special
needs of elderly homeowners;

(2) will include appropriate safeguards for
mortgagors to offset the special risks of such
mortgages; and

(3) have a potential for acceptance in the
mortgage market.

(d) Eligibility requirements
To be eligible for insurance under this section,

a mortgage shall—
(1) have been made to a mortgagee approved

by the Secretary as responsible and able to
service the mortgage properly;

(2) have been executed by a mortgagor who—
(A) qualifies as an elderly homeowner;
(B) has received adequate counseling by a

third party (other than the lender) as pro-
vided in subsection (f) of this section;

(C) has received full disclosure, as pre-
scribed by the Secretary, of all costs charged
to the mortgagor, including costs of estate
planning, financial advice, and other serv-
ices that are related to the mortgage but are
not required to obtain the mortgage, which
disclosure shall clearly state which charges
are required to obtain the mortgage and
which are not required to obtain the mort-
gage; and

(D) meets any additional requirements
prescribed by the Secretary;

(3) be secured by a dwelling that is designed
principally for a 1- to 4-family residence in
which the mortgagor occupies 1 of the units;

(4) provide that prepayment, in whole or in
part, may be made without penalty at any
time during the period of the mortgage;

(5) provide for a fixed or variable interest
rate or future sharing between the mortgagor
and the mortgagee of the appreciation in the
value of the property, as agreed upon by the
mortgagor and the mortgagee;

(6) contain provisions for satisfaction of the
obligation satisfactory to the Secretary;

(7) provide that the homeowner shall not be
liable for any difference between the net
amount of the remaining indebtedness of the
homeowner under the mortgage and the
amount recovered by the mortgagee from—

(A) the net sales proceeds from the dwell-
ing that are subject to the mortgage (based
upon the amount of the accumulated equity
selected by the mortgagor to be subject to
the mortgage, as agreed upon by the mortga-
gor and mortgagee); or

(B) the insurance benefits paid pursuant to
subsection (i)(1)(C) of this section;

(8) contain such terms and provisions with
respect to insurance, repairs, alterations, pay-
ment of taxes, default reserve, delinquency
charges, foreclosure proceedings, anticipation
of maturity, additional and secondary liens,
and other matters as the Secretary may pre-
scribe;

(9) provide for future payments to the mort-
gagor based on accumulated equity (minus
any applicable fees and charges), according to
the method that the mortgagor shall select
from among the methods under this para-
graph, by payment of the amount—

(A) based upon a line of credit;
(B) on a monthly basis over a term speci-

fied by the mortgagor;
(C) on a monthly basis over a term speci-

fied by the mortgagor and based upon a line
of credit;

(D) on a monthly basis over the tenure of
the mortgagor;

(E) on a monthly basis over the tenure of
the mortgagor and based upon a line of cred-
it; or

(F) on any other basis that the Secretary
considers appropriate;

(10) provide that the mortgagor may convert
the method of payment under paragraph (9) to
any other method during the term of the
mortgage, except that in the case of a fixed
rate mortgage, the Secretary may, by regula-
tion, limit such convertibility; and

(11) have been made with such restrictions as
the Secretary determines to be appropriate to
ensure that the mortgagor does not fund any
unnecessary or excessive costs for obtaining
the mortgage, including any costs of estate
planning, financial advice, or other related
services.

(e) Disclosures by mortgagee
The Secretary shall require each mortgagee of

a mortgage insured under this section to make
available to the homeowner—

(1) at the time of the loan application, a
written list of the names and addresses of
third-party information sources who are ap-
proved by the Secretary as responsible and
able to provide the information required by
subsection (f) of this section;

(2) at least 10 days prior to loan closing, a
statement informing the homeowner that the
liability of the homeowner under the mort-
gage is limited and explaining the home-
owner’s rights, obligations, and remedies with



Page 725 TITLE 12—BANKS AND BANKING § 1715z�20

respect to temporary absences from the home,
late payments, and payment default by the
lender, all conditions requiring satisfaction of
the loan obligation, and any other information
that the Secretary may require;

(3) on an annual basis (but not later than
January 31 of each year), a statement summa-
rizing the total principal amount paid to the
homeowner under the loan secured by the
mortgage, the total amount of deferred inter-
est added to the principal, and the outstanding
loan balance at the end of the preceding year;
and

(4) prior to loan closing, a statement of the
projected total cost of the mortgage to the
homeowner based on the projected total future
loan balance (such cost expressed as a single
average annual interest rate for at least 2 dif-
ferent appreciation rates for the term of the
mortgage) for not less than 2 projected loan
terms, as the Secretary shall determine, which
shall include—

(A) the cost for a short-term mortgage;
and

(B) the cost for a loan term equaling the
actuarial life expectancy of the mortgagor.

(f) Information services for mortgagors
The Secretary shall provide or cause to be pro-

vided by entities other than the lender the infor-
mation required in subsection (d)(2)(B) of this
section. Such information shall be discussed
with the mortgagor and shall include—

(1) options other than a home equity conver-
sion mortgage that are available to the home-
owner, including other housing, social service,
health, and financial options;

(2) other home equity conversion options
that are or may become available to the home-
owner, such as sale-leaseback financing, de-
ferred payment loans, and property tax defer-
ral;

(3) the financial implications of entering
into a home equity conversion mortgage;

(4) a disclosure that a home equity conver-
sion mortgage may have tax consequences, af-
fect eligibility for assistance under Federal
and State programs, and have an impact on
the estate and heirs of the homeowner; and

(5) any other information that the Secretary
may require.

The Secretary shall consult with consumer
groups, industry representatives, representa-
tives of counseling organizations, and other in-
terested parties to identify alternative ap-
proaches to providing consumer information re-
quired by this subsection that may be feasible
and desirable for home equity conversion mort-
gages insured under this section and other types
of reverse mortgages. The Secretary may, in
lieu of providing the consumer education re-
quired by this subsection, adopt alternative ap-
proaches to consumer education that may be de-
veloped as a result of such consultations, but
only if the alternative approaches provide all of
the information specified in this subsection.
(g) Limitation on insurance authority

The aggregate number of mortgages insured
under this section may not exceed 150,000. In no
case may the benefits of insurance under this

section exceed the maximum dollar amount es-
tablished under section 1709(b)(2) of this title for
1-family residences in the area in which the
dwelling subject to the mortgage under this sec-
tion is located.

(h) Administrative authority
The Secretary may—

(1) enter into such contracts and agreements
with Federal, State, and local agencies, public
and private entities, and such other persons as
the Secretary determines to be necessary or
desirable to carry out the purposes of this sec-
tion; and

(2) make such investigations and studies of
data, and publish and distribute such reports,
as the Secretary determines to be appropriate.

(i) Protection of homeowner and lender
(1) Notwithstanding any other provision of

law, and in order to further the purposes of the
program authorized in this section, the Sec-
retary shall take any action necessary—

(A) to provide any mortgagor under this sec-
tion with funds to which the mortgagor is en-
titled under the insured mortgage or ancillary
contracts but that the mortgagor has not re-
ceived because of the default of the party re-
sponsible for payment;

(B) to obtain repayment of disbursements
provided under subparagraph (A) from any
source; and

(C) to provide any mortgagee under this sec-
tion with funds not to exceed the limitations
in subsection (g) of this section to which the
mortgagee is entitled under the terms of the
insured mortgage or ancillary contracts au-
thorized in this section.

(2) Actions under paragraph (1) may include—
(A) disbursing funds to the mortgagor or

mortgagee from the General Insurance Fund;
(B) accepting an assignment of the insured

mortgage notwithstanding that the mortgagor
is not in default under its terms, and calculat-
ing the amount and making the payment of
the insurance claim on such assigned mort-
gage;

(C) requiring a subordinate mortgage from
the mortgagor at any time in order to secure
repayments of any funds advanced or to be ad-
vanced to the mortgagor;

(D) requiring a subrogation to the Secretary
of the rights of any parties to the transaction
against any defaulting parties; and

(E) imposing premium charges.

(j) Safeguard to prevent displacement of home-
owner

The Secretary may not insure a home equity
conversion mortgage under this section unless
such mortgage provides that the homeowner’s
obligation to satisfy the loan obligation is de-
ferred until the homeowner’s death, the sale of
the home, or the occurrence of other events
specified in regulations of the Secretary. For
purposes of this subsection, the term ‘‘home-
owner’’ includes the spouse of a homeowner.
Section 1647(b) of title 15) and any implementing
regulations issued by the Board of Governors of
the Federal Reserve System shall not apply to a
mortgage insured under this section.
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(k) Insurance authority for refinancings
(1) In general

The Secretary may, upon application by a
mortgagee, insure under this subsection any
mortgage given to refinance an existing home
equity conversion mortgage insured under this
section.
(2) Anti-churning disclosure

The Secretary shall, by regulation, require
that the mortgagee of a mortgage insured
under this subsection, provide to the mortga-
gor, within an appropriate time period and in
a manner established in such regulations, a
good faith estimate of: (A) the total cost of
the refinancing; and (B) the increase in the
mortgagor’s principal limit as measured by
the estimated initial principal limit on the
mortgage to be insured under this subsection
less the current principal limit on the home
equity conversion mortgage that is being refi-
nanced and insured under this subsection.
(3) Waiver of counseling requirement

The mortgagor under a mortgage insured
under this subsection may waive the applica-
bility, with respect to such mortgage, of the
requirements under subsection (d)(2)(B) of this
section (relating to third party counseling),
but only if—

(A) the mortgagor has received the disclo-
sure required under paragraph (2);

(B) the increase in the principal limit de-
scribed in paragraph (2) exceeds the amount
of the total cost of refinancing (as described
in such paragraph) by an amount to be de-
termined by the Secretary; and

(C) the time between the closing of the
original home equity conversion mortgage
that is refinanced through the mortgage in-
sured under this subsection and the applica-
tion for a refinancing mortgage insured
under this subsection does not exceed 5
years.

(4) Credit for premiums paid
Notwithstanding section 1709(c)(2)(A) of this

title, the Secretary may reduce the amount of
the single premium payment otherwise col-
lected under such section at the time of the
insurance of a mortgage refinanced and in-
sured under this subsection. The amount of
the single premium for mortgages refinanced
under this subsection shall be determined by
the Secretary based on the actuarial study re-
quired under paragraph (5).
(5) Actuarial study

Not later than 180 days after December 27,
2000, the Secretary shall conduct an actuarial
analysis to determine the adequacy of the in-
surance premiums collected under the pro-
gram under this subsection with respect to—

(A) a reduction in the single premium pay-
ment collected at the time of the insurance
of a mortgage refinanced and insured under
this subsection;

(B) the establishment of a single national
limit on the benefits of insurance under sub-
section (g) of this section (relating to limita-
tion on insurance authority); and

(C) the combined effect of reduced insur-
ance premiums and a single national limita-
tion on insurance authority.

(6) Fees
The Secretary may establish a limit on the

origination fee that may be charged to a mort-
gagor under a mortgage insured under this
subsection, except that such limitation shall
provide that the origination fee may be fully
financed with the mortgage and shall include
any fees paid to correspondent mortgagees ap-
proved by the Secretary.

(l) Waiver of up-front premiums for mortgages to
fund long-term care insurance

(1) In general
In the case of any mortgage insured under

this section under which the total amount (ex-
cept as provided in paragraph (2)) of all future
payments described in subsection (b)(3) of this
section will be used only for costs of a quali-
fied long-term care insurance contract that
covers the mortgagor or members of the
household residing in the property that is sub-
ject to the mortgage, notwithstanding section
1709(c)(2) of this title, the Secretary shall not
charge or collect the single premium payment
otherwise required under subparagraph (A) of
such section to be paid at the time of insur-
ance.
(2) Authority to refinance existing mortgage

and finance closing costs
A mortgage described in paragraph (1) may

provide financing of amounts that are used to
satisfy outstanding mortgage obligations (in
accordance with such limitations as the Sec-
retary shall prescribe) and any amounts used
for initial service charges, appraisal, inspec-
tion, and other fees (as approved by the Sec-
retary) in connection with such mortgage, and
the amount of future payments described in
subsection (b)(3) of this section under the
mortgage shall be reduced accordingly.
(3) Definition

For purposes of this subsection, the term
‘‘qualified long-term care insurance contract’’
has the meaning given such term in section
7702B of title 26, except that such contract
shall also meet the requirements of—

(A) sections 9 (relating to disclosure), 24
(relating to suitability), and 26 (relating to
contingent nonforfeiture) of the long-term
care insurance model regulation promul-
gated by the National Association of Insur-
ance Commissioners (as adopted as of Sep-
tember 2000); and

(B) section 8 (relating to contingent non-
forfeiture) of the long-term care insurance
model Act promulgated by the National As-
sociation of Insurance Commissioners (as
adopted as of September 2000).

(m) Funding for counseling and consumer edu-
cation and outreach

Of any amounts made available for any of fis-
cal years 2000 through 2003 for housing counsel-
ing under section 1701x of this title, up to a total
of $1,000,000 shall be available to the Secretary
in each such fiscal year, in such amounts as the
Secretary determines appropriate, for the fol-
lowing purposes in connection with home equity
conversion mortgages insured under this sec-
tion:
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(1) Counseling
For housing counseling authorized by sec-

tion 1701x of this title.
(2) Consumer education

For transfer to the departmental salaries
and expenses account for consumer education
and outreach activities.

(June 27, 1934, ch. 847, title II, § 255, as added
Pub. L. 100–242, title IV, § 417(a), Feb. 5, 1988, 101
Stat. 1908; amended Pub. L. 100–628, title X,
§ 1066, Nov. 7, 1988, 102 Stat. 3275; Pub. L. 101–508,
title II, § 2106, Nov. 5, 1990, 104 Stat. 1388–20; Pub.
L. 101–625, title III, § 334(b)–(d), Nov. 28, 1990, 104
Stat. 4141, 4142; Pub. L. 102–389, title II, Oct. 6,
1992, 106 Stat. 1592; Pub. L. 102–550, title V,
§§ 503(c)(2), 520, Oct. 28, 1992, 106 Stat. 3779, 3793;
Pub. L. 104–99, title IV, § 406, Jan. 26, 1996, 110
Stat. 45; Pub. L. 104–120, § 6, Mar. 28, 1996, 110
Stat. 835; Pub. L. 105–276, title V, § 593(a)–(e)(1),
Oct. 21, 1998, 112 Stat. 2654, 2655; Pub. L. 106–569,
title II, § 201(a)(1), (b), (c)(1), Dec. 27, 2000, 114
Stat. 2948, 2950.)

AMENDMENTS

2000—Subsec. (b)(2). Pub. L. 106–569, § 201(b)(1), struck
out ‘‘ ‘mortgage’,’’ before ‘‘ ‘mortgagee’,’’.

Subsec. (b)(4), (5). Pub. L. 106–569, § 201(b)(2), added
pars. (4) and (5).

Subsecs. (k) to (m). Pub. L. 106–569, § 201(a)(1), (c)(1),
added subsecs. (k) and (l) and redesignated former sub-
sec. (k) as (m).

1998—Pub. L. 105–276, § 593(d)(1), struck out ‘‘Dem-
onstration program of’’ before ‘‘Insurance’’ in section
catchline.

Subsec. (a). Pub. L. 105–276, § 593(d)(2), (3), struck out
‘‘demonstration’’ before ‘‘program’’ in introductory
provisions, inserted ‘‘and’’ at end of par. (1), sub-
stituted a period for ‘‘; and’’ at end of par. (2), and
struck out par. (3) which read as follows: ‘‘to require
the evaluation of data to determine—

‘‘(A) the extent of the need and demand among el-
derly homeowners for insured and uninsured home eq-
uity conversion mortgages;

‘‘(B) the types of home equity conversion mort-
gages that best serve the needs and interests of elder-
ly homeowners, the Federal Government, and lenders;
and

‘‘(C) the appropriate scope and nature of participa-
tion by the Secretary in connection with home equity
conversion mortgages for elderly homeowners.’’
Subsec. (d)(2)(C), (D). Pub. L. 105–276, § 593(e)(1)(A),

added subpar. (C) and redesignated former subpar. (C)
as (D).

Subsec. (d)(11). Pub. L. 105–276, § 593(e)(1)(B)–(D),
added par. (11).

Subsec. (f). Pub. L. 105–276, § 593(b), inserted conclud-
ing provisions.

Subsec. (g). Pub. L. 105–276, § 593(a), substituted ‘‘The
aggregate number of mortgages insured under this sec-
tion may not exceed 150,000.’’ for ‘‘No mortgage may be
insured under this section after September 30, 2000, ex-
cept pursuant to a commitment to insure issued on or
before such date. The total number of mortgages in-
sured under this section may not exceed 50,000.’’

Subsec. (i)(1). Pub. L. 105–276, § 593(d)(2), struck out
‘‘demonstration’’ before ‘‘program’’ in introductory
provisions.

Subsec. (k). Pub. L. 105–276, § 593(d)(4), (5), redesig-
nated subsec. (l) as (k) and struck out heading and text
of former subsec. (k), which had required interim report
not later than Sept. 30, 1989, on design and implementa-
tion of demonstration program of insurance of home
equity conversion mortgages for elderly homeowners,
preliminary evaluation of program incorporating com-
ments and recommendations not later than Mar. 30,

1992, and updated report and evaluation biennially
thereafter, including analysis of repayment of home eq-
uity conversion mortgages during report period.

Subsec. (l). Pub. L. 105–276, § 593(d)(5), redesignated
subsec. (l) as (k).

Pub. L. 105–276, § 593(c), added subsec. (l).
1996—Subsec. (d)(3). Pub. L. 104–120, § 6(c), amended

par. (3) generally. Prior to amendment, par. (3) read as
follows: ‘‘be secured by a dwelling that is designed prin-
cipally for a 1-family residence and is occupied by the
mortgagor;’’.

Subsec. (g). Pub. L. 104–120, § 6(a), (b), substituted
‘‘2000’’ for ‘‘1996’’ and ‘‘50,000’’ for ‘‘30,000’’.

Pub. L. 104–99 substituted ‘‘1996’’ for ‘‘1995’’ and
‘‘30,000’’ for ‘‘25,000’’.

1992—Subsec. (g). Pub. L. 102–389 and Pub. L. 102–550,
§ 503(c)(2), amended subsec. (g) identically, substituting
‘‘for 1-family residences in the area in which the dwell-
ing subject to the mortgage under this section is lo-
cated’’ for ‘‘for a 1-family residence’’.

Subsec. (j). Pub. L. 102–550, § 520, inserted at end ‘‘Sec-
tion 1647(b) of title 15) and any implementing regula-
tions issued by the Board of Governors of the Federal
Reserve System shall not apply to a mortgage insured
under this section.’’

1990—Subsec. (d)(7)(A). Pub. L. 101–625, § 334(c), added
subpar. (A) and struck out former subpar. (A) which
read as follows: ‘‘the foreclosure sale; or’’.

Subsec. (d)(9), (10). Pub. L. 101–625, § 334(b), added pars.
(9) and (10).

Subsec. (e)(2). Pub. L. 101–625, § 334(d)(1), substituted
‘‘statement informing the homeowner that the liability
of the homeowner under the mortgage is limited and’’
for ‘‘statement’’ and struck out ‘‘and’’ at end.

Subsec. (e)(4). Pub. L. 101–625, § 334(d)(2), (3), added
par. (4).

Subsec. (g). Pub. L. 101–508, § 2106, substituted ‘‘Sep-
tember 30, 1995’’ for ‘‘September 30, 1991’’ and ‘‘may not
exceed 25,000’’ for ‘‘may not exceed 2,500’’.

1988—Subsec. (b)(3). Pub. L. 100–628, § 1066(a), made
technical amendment to reference to section 3802(2) of
this title to correct reference to corresponding provi-
sion of original act.

Subsec. (d)(3). Pub. L. 100–628, § 1066(b), struck out
‘‘and that has a value not to exceed the maximum dol-
lar amount established by the Secretary under section
1709(b)(2) of this title for a 1-family residence’’ after
‘‘by the mortgagor’’.

EFFECTIVE DATE OF 2000 AMENDMENT

Pub. L. 106–569, title II, § 201(c)(2), Dec. 27, 2000, 114
Stat. 2951, provided that: ‘‘The provisions of section
255(l) of the National Housing Act [12 U.S.C.1715z–20(l)]
(as added by paragraph (1) of this subsection) shall
apply only to mortgages closed on or after April 1,
2001.’’

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105–276, title V, § 593(f), Oct. 21, 1998, 112 Stat.
2655, provided that: ‘‘This section [amending this sec-
tion and enacting provisions set out as a note below]
shall take effect on, and the amendments made by this
section are made on, and shall apply beginning upon,
the date of the enactment of this Act [Oct. 21, 1998].’’

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–120 to be construed to
have become effective Oct. 1, 1995, see section 13(a) of
Pub. L. 104–120, set out as an Effective and Termination
Dates of 1996 Amendments note under section 1437d of
Title 42, The Public Health and Welfare.

REGULATIONS

Pub. L. 106–569, title II, § 201(a)(2), Dec. 27, 2000, 114
Stat. 2949, provided that: ‘‘The Secretary shall issue
any final regulations necessary to implement the
amendments made by paragraph (1) of this subsection
[amending this section], which shall take effect not
later than the expiration of the 180-day period begin-
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ning on the date of the enactment of this Act [Dec. 27,
2000]. The regulations shall be issued after notice and
opportunity for public comment in accordance with the
procedure under section 553 of title 5, United States
Code, applicable to substantive rules (notwithstanding
subsections (a)(2), (b)(B), and (d)(3) of such section).’’

Section 417(b) of Pub. L. 100–242 directed Secretary of
Housing and Urban Development, not later than 6
months after Feb. 5, 1988, to consult with lenders, in-
surers, and organizations and individuals with exper-
tise in home equity conversion in developing proposed
regulations implementing this section and not later
than 9 months after Feb. 5, 1988, to issue proposed regu-
lations implementing this section.

IMPLEMENTATION OF 1998 AMENDMENT

Pub. L. 105–276, title V, § 593(e)(2), Oct. 21, 1998, 112
Stat. 2655, provided that:

‘‘(A) NOTICE.—The Secretary of Housing and Urban
Development shall, by interim notice, implement the
amendments made by paragraph (1) [amending this sec-
tion] in an expeditious manner, as determined by the
Secretary. Such notice shall not be effective after the
date of the effectiveness of the final regulations issued
under subparagraph (B) of this paragraph.

‘‘(B) REGULATIONS.—The Secretary shall, not later
than the expiration of the 90-day period beginning on
the date of the enactment of this Act [Oct. 21, 1998],
issue final regulations to implement the amendments
made by paragraph (1). Such regulations shall be issued
only after notice and opportunity for public comment
pursuant to the provisions of section 553 of title 5,
United States Code (notwithstanding subsections (a)(2)
and (b)(3)(B) of such section).’’

§ 1715z�21. Delegation of insuring authority to di-
rect endorsement mortgagees

(a) Authority
The Secretary may delegate, to one or more

mortgagees approved by the Secretary under the
direct endorsement program, the authority of
the Secretary under this chapter to insure mort-
gages involving property upon which there is lo-
cated a dwelling designed principally for occu-
pancy by 1 to 4 families.
(b) Considerations

In determining whether to delegate authority
to a mortgagee under this section, the Secretary
shall consider the experience and performance of
the mortgagee compared to the default rate of
all insured mortgages in comparable markets,
and such other factors as the Secretary deter-
mines appropriate to minimize risk of loss to
the insurance funds under this chapter.
(c) Enforcement of insurance requirements

(1) In general
If the Secretary determines that a mortgage

insured by a mortgagee pursuant to delegation
of authority under this section was not origi-
nated in accordance with the requirements es-
tablished by the Secretary, and the Secretary
pays an insurance claim with respect to the
mortgage within a reasonable period specified
by the Secretary, the Secretary may require
the mortgagee approved under this section to
indemnify the Secretary for the loss.
(2) Fraud or misrepresentation

If fraud or misrepresentation was involved
in connection with the origination, the Sec-
retary may require the mortgagee approved
under this section to indemnify the Secretary
for the loss regardless of when an insurance
claim is paid.

(d) Termination of mortgagee�s authority
If a mortgagee to which the Secretary has

made a delegation under this section violates
the requirements and procedures established by
the Secretary or the Secretary determines that
other good cause exists, the Secretary may can-
cel a delegation of authority under this section
to the mortgagee by giving notice to the mort-
gagee. Such a cancellation shall be effective
upon receipt of the notice by the mortgagee or
at a later date specified by the Secretary. A de-
cision by the Secretary to cancel a delegation
shall be final and conclusive and shall not be
subject to judicial review.

(e) Requirements and procedures
Before approving a delegation under this sec-

tion, the Secretary shall issue regulations estab-
lishing appropriate requirements and proce-
dures, including requirements and procedures
governing the indemnification of the Secretary
by the mortgagee.

(June 27, 1934, ch. 847, title II, § 256, as added
Pub. L. 104–204, title IV, § 427, Sept. 26, 1996, 110
Stat. 2928.)

§ 1715z�22. Multifamily mortgage credit pro-
grams

(a) In general
The Secretary of Housing and Urban Develop-

ment (hereinafter referred to as the ‘‘Sec-
retary’’) shall carry out programs through the
Federal Housing Administration to provide new
forms of Federal credit enhancement for multi-
family loans. In carrying out the programs, the
Secretary shall include an evaluation of the ef-
fectiveness of entering into partnerships or
other contractual arrangements including rein-
surance and risk-sharing agreements with State
or local housing finance agencies, the Federal
Housing Finance Board, the Federal National
Mortgage Association, the Federal Home Loan
Mortgage Corporation, qualified financial insti-
tutions, and other State or local mortgage in-
surance companies or bank lending consortia.

(b) Risk-sharing program
(1) In general

The Secretary shall carry out a program in
conjunction with qualified participating enti-
ties to provide Federal credit enhancement for
loans for affordable multifamily housing
through a system of risk-sharing agreements
with such entities.

(2) Program requirements
(A) In general

In carrying out the program under this
subsection, the Secretary shall enter into
risk-sharing agreements with qualified par-
ticipating entities.

(B) Mortgage insurance and reinsurance
Agreements under subparagraph (A) may

provide for (i) mortgage insurance through
the Federal Housing Administration of loans
for affordable multifamily housing origi-
nated by or through, or purchased by, quali-
fied participating entities, and (ii) reinsur-
ance, including reinsurance of pools of loans,
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on affordable multifamily housing. In enter-
ing into risk-sharing agreements under this
subsection covering mortgages, the Sec-
retary may give preference to mortgages
that are not already in the portfolios of
qualified participating entities.

(C) Risk apportionment
Agreements entered into under this sub-

section between the Secretary and a quali-
fied participating entity shall specify the
percentage of loss that each of the parties to
the agreement will assume in the event of
default of the insured or reinsured multifam-
ily mortgage. Such agreements shall specify
that the qualified participating entity and
the Secretary shall share any loss in accord-
ance with the risk-sharing agreement.

(D) Reimbursement capacity
Agreements entered into under this sub-

section between the Secretary and a quali-
fied participating entity shall provide evi-
dence acceptable to the Secretary of the ca-
pacity of such entity to fulfill any reim-
bursement obligations made pursuant to this
subsection. Evidence of such capacity which
may be considered by the Secretary may in-
clude—

(i) a pledge of the full faith and credit of
a qualified participating entity to fulfill
any obligations entered into by the entity;

(ii) reserves pledged or otherwise re-
stricted by the qualified participating en-
tity in an amount equal to an agreed upon
percentage of the loss assumed by the en-
tity under subparagraph (C);

(iii) funds pledged through a State or
local guarantee fund; or

(iv) any other form of evidence mutually
agreed upon by the Secretary and the
qualified participating entity.

(E) Underwriting standards
The Secretary shall allow any qualified

participating entity to use its own under-
writing standards and loan terms and condi-
tions for purposes of underwriting loans to
be insured under this subsection, except as
provided in this section, without further re-
view by the Secretary, except that the Sec-
retary may impose additional underwriting
criteria and loan terms and conditions for
contractual agreements where the Secretary
retains more than 50 percent of the risk of
loss. Any financing permitted on property
insured under this subsection other than the
first mortgage shall be expressly subordi-
nate to the insured mortgage.

(F) Authority of Secretary
The Secretary, upon request of a qualified

participating entity, may insure or reinsure
and make commitments to insure or rein-
sure under this section any mortgage, ad-
vance, loan, or pool of mortgages otherwise
eligible under this section, pursuant to a
risk-sharing agreement providing that the
qualified participating entity will carry out
(under a delegation or otherwise, and with or
without compensation, but subject to audit,
exception, or review requirements) such

credit approval, appraisal, inspection, issu-
ance of commitments, approval of insurance
of advances, cost certification, servicing,
property disposition, or other functions as
the Secretary shall approve as consistent
with the purpose of this section. All apprais-
als of property for mortgage insurance under
this section shall be completed by a Cer-
tified General Appraiser in accordance with
the Uniform Standards of Professional Ap-
praisal Practice.
(G) Disclosure of records

Qualified participating entities shall make
available to the Secretary or the Secretary’s
designee, at the Secretary’s request, such fi-
nancial and other records as the Secretary
deems necessary for purposes of review and
monitoring for the program under this sec-
tion.

(3) Development of alternatives
The Secretary shall develop and assess a va-

riety of risk-sharing alternatives, including
arrangements under which the Secretary as-
sumes an appropriate share of the risk related
to long-term mortgage loans on newly con-
structed or acquired multifamily rental hous-
ing, mortgage refinancings, bridge financing
for construction, and other forms of multifam-
ily housing mortgage lending that the Sec-
retary deems appropriate to carry out the pur-
poses of this subsection. Such alternatives
shall be designed—

(A) to ensure that other parties bear a
share of the risk, in percentage amount and
in position of exposure, that is sufficient to
create strong, market-oriented incentives
for other participating parties to maintain
sound underwriting and loan management
practices;

(B) to develop credit mechanisms, includ-
ing sound underwriting criteria, processing
methods, and credit enhancements, through
which resources of the Federal Housing Ad-
ministration can assist in increasing multi-
family housing lending as needed to meet
the expected need in the United States;

(C) to provide a more adequate supply of
mortgage credit for sound multifamily rent-
al housing projects in underserved urban and
rural markets;

(D) to encourage major financial institu-
tions to expand their participation in mort-
gage lending for sound multifamily housing,
through means such as mitigating uncer-
tainties regarding actions of the Federal
Government (including the possible failure
to renew short-term subsidy contracts);

(E) to increase the efficiency, and lower
the costs to the Federal Government, of
processing and servicing multifamily hous-
ing mortgage loans insured by the Federal
Housing Administration; and

(F) to improve the quality and expertise of
Federal Housing Administration staff and
other resources, as required for sound man-
agement of reinsurance and other market-
oriented forms of credit enhancement.

(4) Eligibility standards
The Secretary shall establish and enforce

standards for eligibility under this subsection
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of qualified participating entities under this
subsection, as the Secretary determines to be
appropriate.

(5) Insurance authority
Using any authority provided in appropria-

tion Acts to insure mortgages under the Na-
tional Housing Act [12 U.S.C. 1701 et seq.], the
Secretary may enter into commitments under
this subsection for risk-sharing units.

(6) Fees
The Secretary shall establish and collect

premiums and fees under this subsection as
the Secretary determines appropriate to (A)
achieve the purpose of this subsection, and (B)
compensate the Federal Housing Administra-
tion for the risks assumed and related admin-
istrative costs.

(7) Non-Federal participation
The Secretary shall carry out this sub-

section, to the maximum extent practicable,
with the participation of well-established resi-
dential mortgage originators, financial insti-
tutions that invest in multifamily housing
mortgages, multifamily housing sponsors, and
such other private sector experts in multifam-
ily housing finance as the Secretary deter-
mines to be appropriate.

(8) Prohibition on Ginnie Mae securitization
The Government National Mortgage Asso-

ciation shall not securitize any multifamily
loans insured or reinsured under this sub-
section.

(9) Qualification as affordable housing
Multifamily housing securing loans insured

or reinsured under this subsection shall qual-
ify as affordable only if the housing is occu-
pied by families and bears rents not greater
than the gross rent for rent-restricted residen-
tial units as determined under section 42(g) of
title 26.

(10) Certification of subsidy layering compli-
ance

The requirements of section 3545(d) of title
42 may be satisfied in connection with a com-
mitment to insure a mortgage under this sub-
section by a certification by a housing credit
agency (including an entity established by a
State that provides mortgage insurance) to
the Secretary that the combination of assist-
ance within the jurisdiction of the Secretary
and other government assistance provided in
connection with a property for which a mort-
gage is to be insured shall not be any greater
than is necessary to provide affordable hous-
ing.

(11) Implementation
The Secretary shall take any administrative

actions necessary to initiate the program
under this subsection.

(c) Housing finance agency program
(1) In general

The Secretary shall carry out a specific pro-
gram in conjunction with qualified housing fi-
nance agencies (including entities established
by States that provide mortgage insurance) to

provide Federal credit enhancement for loans
for affordable multifamily housing through a
system of risk-sharing agreements with such
agencies.
(2) Program requirements

(A) In general
In carrying out the program authorized

under this subsection, the Secretary shall
enter into risk-sharing agreements with
qualified housing finance agencies.
(B) Mortgage insurance

Agreements under subparagraph (A) shall
provide for full mortgage insurance through
the Federal Housing Administration of the
loans for affordable multifamily housing
originated by or through qualified housing
finance agencies and for reimbursement to
the Secretary by such agencies for either all
or a portion of the losses incurred on the
loans insured.
(C) Risk apportionment

Agreements entered into under this sub-
section between the Secretary and a quali-
fied housing finance agency shall specify the
percentage of loss that each of the parties to
the agreement will assume in the event of
default of the insured multifamily mortgage.
Such agreements shall specify that the
qualified housing finance agency and the
Secretary shall share any loss in accordance
with the risk-sharing agreement.
(D) Reimbursement capacity

Agreements entered into under this sub-
section between the Secretary and a quali-
fied housing finance agency shall provide
evidence of the capacity of such agency to
fulfill any reimbursement obligations made
pursuant to this subsection. Evidence of
such capacity may include—

(i) a pledge of the full faith and credit of
a qualified State or local agency to fulfill
any obligations entered into by the quali-
fied housing finance agency;

(ii) reserves pledged or otherwise re-
stricted by the qualified housing finance
agency in an amount equal to an agreed
upon percentage of the loss assumed by the
housing finance agency under subpara-
graph (C);

(iii) funds pledged through a State or
local guarantee fund; or

(iv) any other form of evidence mutually
agreed upon by the Secretary and the
qualified housing finance agency.

(E) Underwriting standards
The Secretary shall allow any qualified

housing finance agency to use its own under-
writing standards and loan terms and condi-
tions for purposes of underwriting loans to
be insured under this subsection without fur-
ther review by the Secretary, except that
the Secretary may impose additional under-
writing criteria and loan terms and condi-
tions for contractual agreements where the
Secretary retains more than 50 percent of
the risk of loss.
(F) Disclosure of records

Qualified housing finance agencies shall
make available to the Secretary such finan-
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cial and other records as the Secretary
deems necessary for program review and
monitoring purposes.

(3) Mortgage insurance premiums
The Secretary shall establish a schedule of

insurance premium payments for mortgages
insured under this subsection based on the per-
centage of loss the Secretary may assume.
Such schedule shall reflect lower or nominal
premiums for qualified housing finance agen-
cies that assume a greater share of the risk
apportioned according to paragraph (2)(C).
(4) Insurance authority

Using any authority provided in appropria-
tion Acts to insure mortgages under the Na-
tional Housing Act [12 U.S.C. 1701 et seq.], the
Secretary may enter into commitments under
this subsection for risk-sharing units.
(5) Identity of interest

Notwithstanding any other provision of law,
the Secretary shall not apply identity of inter-
est provisions to agreements entered into with
qualified State housing finance agencies under
this subsection.
(6) Prohibition on Ginnie Mae securitization

The Government National Mortgage Asso-
ciation shall not securitize any multifamily
loans insured under this subsection.
(7) Qualification as affordable housing

Multifamily housing securing loans insured
under this subsection shall qualify as afford-
able only if the housing is occupied by families
and bears rents not greater than the gross rent
for rent-restricted residential units as deter-
mined under section 42(g) of title 26.
(8) Regulations

Not later than 90 days after October 28, 1992,
the Secretary shall issue such regulations as
may be necessary to carry out this subsection.
(9) Environmental and other reviews

(A) Environmental reviews
(i) In general

(I) In order to assure that the policies of
the National Environmental Policy Act of
1969 [42 U.S.C. 4321 et seq.] and other provi-
sions of law which further the purposes of
such Act (as specified in regulations issued
by the Secretary) are most effectively im-
plemented in connection with the insur-
ance of mortgages under subsection (c)(2)
of this section, and to assure to the public
undiminished protection of the environ-
ment, the Secretary may, under such regu-
lations, in lieu of the environmental pro-
tection procedures otherwise applicable,
provide for agreements to endorse for in-
surance mortgages under subsection (c)(2)
of this section upon the request of quali-
fied housing finance agencies under this
subsection, if the State or unit of general
local government, as designated by the
Secretary in accordance with regulations,
assumes all of the responsibilities for envi-
ronmental review, decisionmaking, and ac-
tion pursuant to such Act, and such other
provisions of law as the regulations of the

Secretary may specify, that would other-
wise apply to the Secretary with respect to
the insurance of mortgages on particular
properties.

(II) The Secretary shall issue regulations
to carry out this subparagraph only after
consultation with the Council on Environ-
mental Quality. Such regulations shall,
among other matters, provide—

(aa) for the monitoring of the perform-
ance of environmental reviews under
this subparagraph;

(bb) subject to the discretion of the
Secretary, for the provision or facilita-
tion of training for such performance;
and

(cc) subject to the discretion of the
Secretary, for the suspension or termi-
nation by the Secretary of the qualified
housing finance agency’s responsibilities
under subclause (I).

(III) The Secretary’s duty under sub-
clause (II) shall not be construed to limit
any responsibility assumed by a State or
unit of general local government with re-
spect to any particular property under
subclause (I).
(ii) Procedure

The Secretary shall approve a mortgage
for the provision of mortgage insurance
subject to the procedures authorized by
this paragraph only if, not less than 15
days prior to such approval, prior to any
approval, commitment, or endorsement of
mortgage insurance on the property on be-
half of the Secretary, and prior to any
commitment by the qualified housing fi-
nance agency to provide financing under
the risk-sharing agreement with respect to
the property, the qualified housing finance
agency submits to the Secretary a request
for such approval, accompanied by a cer-
tification of the State or unit of general
local government that meets the require-
ments of clause (iii). The Secretary’s ap-
proval of any such certification shall be
deemed to satisfy the Secretary’s respon-
sibilities under the National Environ-
mental Policy Act of 1969 [42 U.S.C. 4321 et
seq.] and such other provisions of law as
the regulations of the Secretary specify in-
sofar as those responsibilities relate to the
provision of mortgage insurance on the
property that is covered by such certifi-
cation.
(iii) Certification

A certification under the procedures au-
thorized by this paragraph shall—

(I) be in a form acceptable to the Sec-
retary;

(II) be executed by the chief executive
officer or other officer of the State or
unit of general local government who
qualifies under regulations of the Sec-
retary;

(III) specify that the State or unit of
general local government under this sec-
tion has fully carried out its responsibil-
ities as described under clause (i); and
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(IV) specify that the certifying officer
consents to assume the status of a re-
sponsible Federal official under the Na-
tional Environmental Policy Act of 1969
[42 U.S.C. 4321 et seq.] and under each
provision of law specified in regulations
issued by the Secretary insofar as the
provisions of such Act or such other pro-
visions of law apply pursuant to clause
(i), and is authorized and consents on be-
half of the State or unit of general local
government and himself or herself to ac-
cept the jurisdiction of the Federal
courts for the purpose of enforcement of
the responsibilities as such an official.

(iv) Approval by States
In cases in which a unit of general local

government carries out the responsibil-
ities described in clause (i), the Secretary
may permit the State to perform those ac-
tions of the Secretary described in clause
(ii) and the performance of such actions by
the State, where permitted by the Sec-
retary, shall be deemed to satisfy the Sec-
retary’s responsibilities referred to in the
second sentence of clause (ii).

(B) Lead-based paint poisoning prevention
In carrying out the requirements of sec-

tion 302 of the Lead-Based Paint Poisoning
Prevention Act [42 U.S.C. 4822], the Sec-
retary may provide by regulation for the as-
sumption of all or part of the Secretary’s du-
ties under such Act [42 U.S.C. 4801 et seq.] by
qualified housing finance agencies, for pur-
poses of this section.
(C) Certification of subsidy layering compli-

ance
The requirements of section 3545(d) of title

42 may be satisfied in connection with a
commitment to insure a mortgage under
this subsection by a certification by a hous-
ing credit agency (including an entity estab-
lished by a State that provides mortgage in-
surance) to the Secretary that the combina-
tion of assistance within the jurisdiction of
the Secretary and other government assist-
ance provided in connection with a property
for which a mortgage is to be insured shall
not be any greater than is necessary to pro-
vide affordable housing.

(10) Definitions
For purposes of this subsection, the follow-

ing definitions shall apply:

(A) Mortgage
The term ‘‘mortgage’’ means a first mort-

gage on real estate that is—
(i) owned in fee simple; or
(ii) subject to a leasehold interest that—

(I) has a term of not less than 99 years
and is renewable; or

(II) has a remaining term that extends
beyond the maturity of the mortgage for
a period of not less than 10 years.

(B) First mortgage
The term ‘‘first mortgage’’ means a single

first lien given to secure advances on, or the
unpaid purchase price of, real estate, under

the laws of the State in which the real es-
tate is located, together with the credit in-
strument, if any, secured thereby. Any other
financing permitted on property insured
under this section must be expressly subor-
dinate to the insured mortgage.
(C) Unit of general local government; State

The terms ‘‘unit of general local govern-
ment’’ and ‘‘State’’ have the same meanings
as in section 5302(a) of title 42.

(Pub. L. 102–550, title V, § 542, Oct. 28, 1992, 106
Stat. 3794; Pub. L. 103–233, title III, § 307(a), (b),
Apr. 11, 1994, 108 Stat. 373, 376; Pub. L. 104–120, § 8,
Mar. 28, 1996, 110 Stat. 836; Pub. L. 104–134, title
I, § 101(e) [title II, § 205], Apr. 26, 1996, 110 Stat.
1321–257, 1321–284; renumbered title I, Pub. L.
104–140, § 1(a), May 2, 1996, 110 Stat. 1327; Pub. L.
105–18, title II, § 10003, June 12, 1997, 111 Stat. 201;
Pub. L. 105–276, title II, § 211, Oct. 21, 1998, 112
Stat. 2486; Pub. L. 106–74, title II, § 226, as added
Pub. L. 106–113, div. A, title I, § 175(d), Nov. 29,
1999, 113 Stat. 1534; Pub. L. 106–377, § 1(a)(1) [title
II, § 235], Oct. 27, 2000, 114 Stat. 1441, 1441A–35.)

REFERENCES IN TEXT

The National Housing Act, referred to in subsecs.
(b)(5) and (c)(4), is act June 27, 1934, ch. 847, 48 Stat.
1246, as amended, which is classified principally to this
chapter (§ 1701 et seq.). For complete classification of
this Act to the Code, see section 1701 of this title and
Tables.

The National Environmental Policy Act of 1969, re-
ferred to in subsec. (c)(9)(A)(i)(I), (ii), (iii)(IV), is Pub.
L. 91–190, Jan. 1, 1970, 83 Stat. 852, as amended, which is
classified generally to chapter 55 (§ 4321 et seq.) of Title
42, The Public Health and Welfare. For complete classi-
fication of this Act to the Code, see Short Title note
set out under section 4321 of Title 42 and Tables.

The Lead-Based Paint Poisoning Prevention Act, re-
ferred to in subsec. (c)(9)(B), is Pub. L. 91–695, Jan. 13,
1971, 84 Stat. 2078, as amended, which is classified gen-
erally to chapter 63 (§ 4801 et seq.) of Title 42, The Pub-
lic Health and Welfare. For complete classification of
this Act to the Code, see Short Title note set out under
section 4801 of Title 42 and Tables.

CODIFICATION

Section was formerly set out as a note under section
1707 of this title.

Section was enacted as part of the Multifamily Hous-
ing Finance Improvement Act and also as part of the
Housing and Community Development Act of 1992, and
not as part of the National Housing Act which com-
prises this chapter.

AMENDMENTS

2000—Pub. L. 106–377, § 1(a)(1) [title II, § 235(6)], sub-
stituted ‘‘programs’’ for ‘‘demonstrations’’ in section
catchline.

Subsec. (a). Pub. L. 106–377, § 1(a)(1) [title II, § 235(1)],
substituted ‘‘provide’’ for ‘‘demonstrate the effective-
ness of providing’’ in first sentence and ‘‘the programs’’
for ‘‘demonstration programs’’ in second sentence.

Subsec. (b). Pub. L. 106–377, § 1(a)(1) [title II, § 235(5)],
struck out ‘‘pilot’’ after ‘‘Risk-sharing’’ in heading.

Subsec. (b)(1). Pub. L. 106–377, § 1(a)(1) [title II,
§ 235(2)(A)], substituted ‘‘provide’’ for ‘‘determine the
effectiveness of’’.

Subsec. (b)(2)(A). Pub. L. 106–377, § 1(a)(1) [title II,
§ 235(5)], struck out ‘‘pilot’’ before ‘‘program’’.

Subsec. (b)(5). Pub. L. 106–377, § 1(a)(1) [title II,
§ 235(2)(B)], added par. (5) and struck out heading and
text of former par. (5). Text read as follows: ‘‘Using any
authority provided in appropriation Acts to insure
loans under the National Housing Act, the Secretary
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may enter into commitments under this subsection for
risk sharing with respect to mortgages on not more
than 7,500 units during fiscal year 1996. The demonstra-
tion authorized under this subsection shall not be ex-
panded until the reports required under subsection (d)
are submitted to Congress, and not more than an addi-
tional 25,000 units in each of the fiscal years 1999 and
2000.’’

Subsec. (c). Pub. L. 106–377, § 1(a)(1) [title II, § 235(5)],
struck out ‘‘pilot’’ after ‘‘finance agency’’ in heading.

Subsec. (c)(1). Pub. L. 106–377, § 1(a)(1) [title II,
§ 235(3)(A), (5)], struck out ‘‘pilot’’ before ‘‘program’’
and substituted ‘‘provide Federal credit enhancement’’
for ‘‘test the effectiveness of Federal credit enhance-
ment’’.

Subsec. (c)(2). Pub. L. 106–377, § 1(a)(1) [title II,
§ 235(5)], struck out ‘‘pilot’’ after ‘‘Program require-
ments’’ in heading.

Subsec. (c)(2)(A). Pub. L. 106–377, § 1(a)(1) [title II,
§ 235(5)], struck out ‘‘pilot’’ before ‘‘program’’.

Subsec. (c)(4). Pub. L. 106–377, § 1(a)(1) [title II,
§ 235(3)(B)], added par. (4) and struck out heading and
text of former par. (4). Text read as follows: ‘‘Using any
authority provided by appropriations Acts to insure
mortgages under the National Housing Act, the Sec-
retary may enter into commitments under this sub-
section with respect to mortgages on not more than
12,000 units during fiscal year 1996, not more than an
additional 7,500 units during fiscal year 1997 and not
more than an additional 25,000 units in each of fiscal
years 1999 and 2000. The demonstration authorized
under this subsection shall not be expanded until the
reports required under subsection (d) of this section are
submitted to the Congress.’’

Subsec (d). Pub. L. 106–377, § 1(a)(1) [title II, § 235(4)],
struck out heading and text of subsec. (d) which related
to independent studies and reports.

1999—Subsec. (b)(5). Pub. L. 106–74, § 226(1), as added
by 106–113, § 175(d), substituted ‘‘in each of the fiscal
years 1999 and 2000’’ for ‘‘during fiscal year 1999’’.

Subsec. (c)(4). Pub. L. 106–74, § 226(2), as added by Pub.
L. 106–113, § 175(d), substituted ‘‘in each of fiscal years
1999 and 2000’’ for ‘‘during fiscal year 1999’’.

1998—Subsec. (b)(5). Pub. L. 105–276, § 211(1), inserted
before period at end ‘‘, and not more than an additional
25,000 units during fiscal year 1999’’.

Subsec. (c)(4). Pub. L. 105–276, § 211(2), substituted
‘‘1996,’’ for ‘‘1996 and’’ and inserted ‘‘and not more than
an additional 25,000 units during fiscal year 1999’’ after
‘‘fiscal year 1997’’.

1997—Subsec. (c)(4). Pub. L. 105–18 substituted ‘‘on not
more than 12,000 units during fiscal year 1996 and not
more than an additional 7,500 units during fiscal year
1997’’ for ‘‘on not more than 12,000 units during fiscal
year 1996’’.

1996—Subsec. (b)(5). Pub. L. 104–120, § 8(a), and Pub. L.
104–134, § 101(e) [title II, § 205(a)], amended par. (5) iden-
tically, substituting ‘‘on not more than 7,500 units dur-
ing fiscal year 1996’’ for ‘‘on not more than 15,000 units
over fiscal years 1993 and 1994’’.

Subsec. (c)(4). Pub. L. 104–120, § 8(b), and Pub. L.
104–134, § 101(e) [title II, § 205(b)], amended par. (4) iden-
tically, substituting ‘‘on not more than 12,000 units
during fiscal year 1996’’ for ‘‘on not to exceed 30,000
units over fiscal years 1993, 1994, and 1995’’.

1994—Subsec. (b)(1), (2). Pub. L. 103–233, § 307(a)(1),
added pars. (1) and (2) and struck out headings and text
of former pars. (1) and (2) relating to authority of Sec-
retary for carrying out risk-sharing pilot program and
authority of Secretary for reinsurance agreements, re-
spectively.

Subsec. (b)(4). Pub. L. 103–233, § 307(a)(2), substituted
‘‘eligibility under this subsection of qualified partici-
pating entities’’ for ‘‘financial institutions and entities
to be eligible to enter into reinsurance agreements’’.

Subsec. (b)(8). Pub. L. 103–233, § 307(a)(3), (4), added
par. (8) and struck out heading and text of former par.
(8). Text read as follows: ‘‘The Secretary shall take any
administrative actions necessary to initiate the pilot
program under this subsection not later than the expi-

ration of the 8-month period beginning on October 28,
1992.’’

Subsec. (b)(9), (10). Pub. L. 103–233, § 307(a)(4), added
pars. (9) and (10).

Subsec. (b)(11). Pub. L. 103–233, § 307(a)(3), added par.
(11).

Subsec. (c)(1). Pub. L. 103–233, § 307(b)(1), inserted ‘‘(in-
cluding entities established by States that provide
mortgage insurance)’’ after ‘‘qualified housing finance
agencies’’.

Subsec. (c)(2)(C). Pub. L. 103–233, § 307(b)(2)(A), sub-
stituted ‘‘Such agreements shall specify that the quali-
fied housing finance agency and the Secretary shall
share any loss in accordance with the risk-sharing
agreement.’’ for ‘‘Such agreements shall specify that
the qualified housing finance agency and the Secretary
shall share equally the full amount of any loss on the
insured mortgage.’’

Subsec. (c)(2)(F). Pub. L. 103–233, § 307(b)(2)(B), added
subpar. (F).

Subsec. (c)(7). Pub. L. 103–233, § 307(b)(3), struck out
‘‘very low-income’’ before ‘‘families’’ and ‘‘(2)’’ after
‘‘section 42(g)’’.

Subsec. (c)(9), (10). Pub. L. 103–233, § 307(b)(4), added
pars. (9) and (10).

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–120 to be construed to
have become effective Oct. 1, 1995, see section 13(a) of
Pub. L. 104–120, set out as a note under section 1437d of
Title 42, The Public Health and Welfare.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1715z–4a,
1715z–19, 1715z–22a of this title.

§ 1715z�22a. Definitions

For purposes of this subtitle:
(1) The term ‘‘multifamily housing’’ means

housing accommodations on the mortgaged
property that are designed principally for resi-
dential use, conform to standards satisfactory
to the Secretary, and consist of not less than
5 rental units on 1 site. These units may be de-
tached, semidetached, row house, or multifam-
ily structures.

(2) The term ‘‘qualified housing finance
agency’’ means any State or local housing fi-
nance agency that—

(A) carries the designation of ‘‘top tier’’ or
its equivalent, as evaluated by Standard and
Poors or any other nationally recognized
rating agency;

(B) receives a rating of ‘‘A’’ for its general
obligation bonds from a nationally recog-
nized rating agency; or

(C) otherwise demonstrates its capacity as
a sound and experienced agency based on,
but not limited to, its experience in financ-
ing multifamily housing, fund balances, ad-
ministrative capabilities, investment policy,
internal controls and financial management,
portfolio quality, and State or local support.

(3) The term ‘‘reinsurance agreement’’
means a contractual obligation under which
the Secretary, in exchange for appropriate
compensation, agrees to assume a specified
portion of the risk of loss that a lender or
other party has previously assumed with re-
spect to a mortgage on a multifamily housing
property.

(4) The term ‘‘Secretary’’ means the Sec-
retary of Housing and Urban Development.

(5) The term ‘‘qualified participating entity’’
means an entity approved by the Secretary for
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participation in the pilot program under this
subsection, which may include—

(A) the Federal National Mortgage Asso-
ciation;

(B) the Federal Home Loan Mortgage Cor-
poration;

(C) State housing finance and mortgage in-
surance agencies; and

(D) the Federal Housing Finance Board.

(Pub. L. 102–550, title V, § 544, Oct. 28, 1992, 106
Stat. 3801; Pub. L. 103–233, title III, § 307(c), Apr.
11, 1994, 108 Stat. 378.)

REFERENCES IN TEXT

This subtitle, referred to in text, means subtitle C
(§§ 541–544) of Pub. L. 102–550, title V, Oct. 28, 1992, 106
Stat. 3794, as amended, known as the Multifamily Hous-
ing Finance Improvement Act, which enacted this sec-
tion and section 1715z–22 of this title and provisions set
out as a note under section 1701 of this title. For com-
plete classification of this Act to the Code, see Short
Title of 1992 Amendment note set out under section 1701
of this title and Tables.

CODIFICATION

Section was formerly set out as a note under section
1707 of this title.

Section was enacted as part of the Multifamily Hous-
ing Finance Improvement Act and also as part of the
Housing and Community Development Act of 1992, and
not as part of the National Housing Act which com-
prises this chapter.

AMENDMENTS

1994—Par. (1). Pub. L. 103–233, § 307(c)(1), added par. (1)
and struck out heading and text of former par. (1). Text
read as follows: ‘‘The term ‘multifamily housing’
means a property consisting of more than 4 dwelling
units.’’

Par. (5). Pub. L. 103–233, § 307(c)(2), added par. (5).

SUBCHAPTER III—NATIONAL MORTGAGE
ASSOCIATIONS

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 1422b, 1702,
1705, 4541, 4562, 4564, 4566, 4603, 4631, 4636 of this title;
title 26 section 162.

§ 1716. Declaration of purposes of subchapter

The Congress declares that the purposes of
this subchapter are to establish secondary mar-
ket facilities for residential mortgages, to pro-
vide that the operations thereof shall be fi-
nanced by private capital to the maximum ex-
tent feasible, and to authorize such facilities
to—

(1) provide stability in the secondary market
for residential mortgages;

(2) respond appropriately to the private cap-
ital market;

(3) provide ongoing assistance to the second-
ary market for residential mortgages (includ-
ing activities relating to mortgages on hous-
ing for low- and moderate-income families in-
volving a reasonable economic return that
may be less than the return earned on other
activities) by increasing the liquidity of mort-
gage investments and improving the distribu-
tion of investment capital available for resi-
dential mortgage financing;

(4) promote access to mortgage credit
throughout the Nation (including central cit-

ies, rural areas, and underserved areas) by in-
creasing the liquidity of mortgage invest-
ments and improving the distribution of in-
vestment capital available for residential
mortgage financing; and

(5) manage and liquidate federally owned
mortgage portfolios in an orderly manner,
with a minimum of adverse effect upon the
residential mortgage market and minimum
loss to the Federal Government.

(June 27, 1934, ch. 847, title III, § 301, 48 Stat. 1252;
May 28, 1935, ch. 150, § 30, 49 Stat. 300; Feb. 3,
1938, ch. 13, §§ 4, 5, 52 Stat. 23; June 3, 1939, ch.
175, §§ 15, 16, 53 Stat. 808; Mar. 28, 1941, ch. 31, § 5,
55 Stat. 62; July 1, 1948, ch. 784, § 1, 62 Stat. 1206;
Aug. 10, 1948, ch. 832, title II, §§ 201, 202, 62 Stat.
1275; Aug. 8, 1949, ch. 403, § 4, 63 Stat. 576; Oct. 25,
1949, ch. 729, § 7, 63 Stat. 906; Apr. 20, 1950, ch. 94,
title I, §§ 116, 122, 64 Stat. 57, 59; Sept. 1, 1951, ch.
378, title II, § 205, title VI, § 608(b), 65 Stat. 303,
315; Apr. 9, 1952, ch. 173, 66 Stat. 51; July 14, 1952,
ch. 723, §§ 3(a), 10(a)(2), 66 Stat. 602, 603; June 30,
1953, ch. 170, §§ 12, 13(a), 67 Stat. 125; June 29,
1954, ch. 410, § 1(1), 68 Stat. 320; Aug. 2, 1954, ch.
649, title II, § 201, 68 Stat. 612; Pub. L. 90–448, title
VIII, § 802(b), Aug. 1, 1968, 82 Stat. 536; Pub. L.
101–73, title VII, § 731(m)(1), Aug. 9, 1989, 103 Stat.
435; Pub. L. 102–550, title XIII, § 1381(a), Oct. 28,
1992, 106 Stat. 3994.)

AMENDMENTS

1992—Pub. L. 102–550, § 1381(a)(1), substituted ‘‘residen-
tial’’ for ‘‘home’’ in introductory provisions.

Par. (1). Pub. L. 102–550, § 1381(a)(1), substituted ‘‘resi-
dential’’ for ‘‘home’’.

Par. (3). Pub. L. 102–550, § 1381(a)(1), (2), substituted
‘‘residential’’ for ‘‘home’’ in two places, substituted
‘‘(including activities relating to mortgages on housing
for low- and moderate-income families involving a rea-
sonable economic return that may be less than the re-
turn earned on other activities)’’ for ‘‘(including mort-
gages securing housing for low- and moderate-income
families involving a reasonable economic return)’’, and
struck out ‘‘and’’ at end.

Par. (4). Pub. L. 102–550, § 1381(a)(3), (4), added par. (4)
and redesignated former par. (4) as (5).

Par. (5). Pub. L. 102–550, § 1381(a)(1), (3), redesignated
par. (4) as (5) and substituted ‘‘residential’’ for ‘‘home’’.

1989—Pub. L. 101–73 added pars. (1) to (3), struck out
subsecs. (a) and (b), and redesignated subsec. (c) as par.
(4). Prior to amendment, subsecs. (a) and (b) related to
supplementary assistance to the secondary market and
to provision of special assistance, respectively.

1968—Pub. L. 90–448 struck out provisions which es-
tablished in the Federal Government a secondary mar-
ket facility for home mortgages in view of section 1716b
of this title which created two separate and distinct
corporations.

1954—Act Aug. 2, 1954, amended section generally,
substituting entirely new provisions for provisions now
covered by section 1717 of this title and other sections
in this subchapter.

Subsec. (a)(1)(G). Act June 29, 1954, substituted in
first sentence ‘‘August 1, 1954’’ for ‘‘July 1, 1954’’.

1953—Subsec. (a)(1)(E). Act June 30, 1953, § 12, in cl.
(2), substituted ‘‘principal amount to be paid therefor’’
for ‘‘unpaid principal balance thereof’’, and ‘‘aggregate
principal amount’’ for ‘‘aggregate amount’’; and sub-
stituted three provisos for former proviso which made
such cl. (2) and any terms therein inapplicable to any
defense or disaster mortgages as defined in subpar. (G)
of par. (1).

Subsec. (a)(1)(G). Act June 30, 1953, § 13(a), substituted
in first sentence ‘‘July 1, 1954’’ for ‘‘July 1, 1953’’.

1952—Subsec. (a)(1). Act July 14, 1952, § 3(a)(1), author-
ized the FNMA to purchase Government-insured or
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guaranteed home mortgages other than defense or dis-
aster mortgages if they are insured after Feb. 29, 1952.

Subsec. (a)(1)(E). Act July 14, 1952, § 3(a)(2), (3),
changed the base date from Apr. 30, 1948 to Feb. 29, 1952,
and exempted defense or disaster mortgages from the
limitation of this subparagraph.

Subsec. (a)(1)(G). Act July 14, 1952, § 3(a)(4), increased
the FNMA commitment powers from $252,000,000 to
$1,152,000,000 outstanding at any one time if the com-
mitments relate to defense or disaster mortgages.

S.J. Res. Apr. 9, 1952, increased the $200,000,000 au-
thorization to $252,000,000 and struck out Dec. 31, 1951,
deadline, (1) with respect to programed defense housing
for which applications were received prior to Dec. 28,
1951, and (2) with respect to subchapter VIII military
housing if the commitment to insure the mortgage was
issued after Dec. 27 and before Dec. 31, 1951.

Subsec. (c)(4). Act July 14, 1952, inserted ‘‘Guam,’’
after ‘‘District of Columbia’’.

1951—Subsec. (a)(1). Act Sept. 1, 1951, § 205, inserted
reference to subchapter X of this chapter.

Subsec. (a)(1)(G). Act Sept. 1, 1951, § 608(b), inserted
proviso.

1950—Act Apr. 20, 1950, § 122, substituted ‘‘Commis-
sioner’’ for ‘‘Administrator’’ wherever appearing.

Subsec. (a)(1). Act Apr. 20, 1950, § 116(1), (2), inserted
‘‘or section 1706c of this title’’ and first proviso.

Subsec. (a)(1)(E). Act Apr. 20, 1950, § 116(3), substituted
new proviso for former proviso.

Subsec. (a)(1)(F). Act Apr. 20, 1950, § 116(4), substituted
provision that no loan made to finance the purchase
price or construction cost of a dwelling was to be pur-
chased by the Federal National Mortgage Association
unless the Administrator of Veterans’ Affairs certifies
that such dwelling conforms with minimum construc-
tion requirements prescribed by the Administrator for
former provision that such certification was to be given
by the mortgagee and that minimum construction
standards were to be determined by the provisions
within the National Housing Act.

Subsec. (a)(1)(G). Act Apr. 20, 1950, § 116(5), added par.
(1)(G).

1949—Subsec. (a). Act Aug. 8, 1949, inserted reference
to subchapter VIII in par. (1), and inserted proviso at
end of par. (1)(E).

Subsec. (a)(1)(E). Joint Res. Oct. 25, 1949, struck out
proviso and inserted new proviso.

1948—Act July 1, 1948, amended section generally to
create a Federal National Mortgage Association with
power to purchase, service, or sell insured or guaran-
teed mortgage, provide for the powers and succession of
the Association, and to eliminate the former national
mortgage association.

Subsec. (a)(1). Act Aug. 10, 1948, §§ 201, 202, substituted
‘‘subchapter II or VI of this chapter’’ for ‘‘section 1709
or 1738 of this title’’, inserted ‘‘after April 30, 1948’’,
after ‘‘or guaranteed’’, and substituted ‘‘50’’ for ‘‘25’’ in
cl. (2) of par. (1) (E).

1941—Subsec. (a)(2). Act Mar. 28, 1941, substituted
‘‘subchapters II and VI’’ for ‘‘subchapter II’’.

1939—Subsec. (b). Act June 3, 1939, amended last sen-
tence.

Subsec. (c)(4). Act June 3, 1939, inserted ‘‘Alaska, Ha-
waii or Puerto Rico’’.

1938—Subsec. (a). Act Feb. 3, 1938, amended provisions
generally, and among other changes, substituted ‘‘60
per centum’’ in subsec. (a)(3), for ‘‘80 per centum’’.

Subsec. (d). Act Feb. 3, 1938, substituted ‘‘$2,000,000’’
for ‘‘$5,000,000,’’ and ‘‘that at least 25 per centum there-
of has been paid in cash,’’ for ‘‘paid in full in cash’’, and
inserted ‘‘or in first mortgages or such other first liens
as are described in section 301 (a) hereof, which mort-
gages or liens shall be taken at such value as the Ad-
ministrator may determine, not exceeding (except as to
mortgages insured under title II of this Act) 60 per cen-
tum of the appraised value of the property as of the
date of subscription, and that the remainder of the sub-
scription to such capital stock is payable in the same
manner and at such time as may be determined by the
Administrator: Provided, That no association shall

issue notes, bonds, debentures, or other such obliga-
tions until such time as such subscriptions are paid in
full in cash or Government securities at their par value
or in mortgages or other liens as hereinbefore set
forth’’.

1935—Subsec. (d). Act May 28, 1935, substituted
‘‘$5,000,000’’ for ‘‘$2,000,000’’.

EFFECTIVE DATE OF 1968 AMENDMENT

For effective date of amendment by title VIII of Pub.
L. 90–448, see section 808 of Pub. L. 90–448, set out as an
Effective Date note under section 1716b of this title.

EFFECTIVE DATE OF 1949 AMENDMENT

Section 7 of Joint Res. Oct. 25, 1949, provided in part:
‘‘That the amendment made by this section 7 with re-
spect to mortgages guaranteed under section 501 of the
Servicemen’s Readjustment Act of 1944, as amended
[this section], shall apply only to such mortgages guar-
anteed after the date of enactment of this Act [Oct. 25,
1949].’’

SHORT TITLE

Section 312 of title III of act June 27, 1934, as added
Aug. 2, 1954, ch. 649, § 201, 68 Stat. 622, provided: ‘‘This
title III [this subchapter] may be referred to as the
‘Federal National Mortgage Association Charter Act’.’’

DELEGATION OF FUNCTIONS

Functions of President under this section delegated
to Secretary of Housing and Urban Development, see
Ex. Ord. No. 11732, July 30, 1973, 38 F.R. 20429, set out as
a note under section 301 of Title 3, The President.

SERVICE OR SALE OF MORTGAGES PURCHASED PRIOR TO
JULY 1, 1948; FULFILLMENT OF PRIOR COMMITMENTS

Section 2 of act July 1, 1948, provided that: ‘‘Nothing
in the amendment made by the first section of this Act
[amending sections 1716, 1717 to 1721 of this title] shall
limit the authority of the Federal National Mortgage
Association to service or sell any mortgage purchased
prior to the date of the enactment of this Act [July 1,
1948], or to purchase, service, or sell any mortgage with
respect to which a commitment to purchase was made
prior to the date of the enactment of this Act [July 1,
1948].’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1717, 1719, 1721,
4561 of this title.

§§ 1716�1, 1716a. Repealed. Aug. 2, 1954, ch. 649,
title II, § 206, 68 Stat. 622

Section 1716–1, acts Oct. 30, 1951, ch. 642, 65 Stat. 599;
June 30, 1953, ch. 170, § 14, 67 Stat. 125, related to special
authority of the Federal National Mortgage Associa-
tion to make advance commitments, under certain con-
ditions, with respect to insured cooperative-housing
mortgages under section 1715e of this title.

Section 1716a, act Sept. 1, 1951, ch. 378, title VI,
§ 608(a), 65 Stat. 315, required that one of the persons
constituting the Board of Directors of the Federal Na-
tional Mortgage Association be appointed by the Ad-
ministrator of Veterans’ Affairs from among personnel
of the Veterans’ Administration.

§ 1716b. Partition of Federal National Mortgage
Association into Federal National Mortgage
Association and Government National Mort-
gage Association; assets and liabilities; oper-
ations

The purposes of this title include the partition
of the Federal National Mortgage Association as
heretofore existing into two separate and dis-
tinct corporations, each of which shall have con-
tinuity and corporate succession as a separated
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portion of the previously existing corporation.
One of such corporations, to be known as Fed-
eral National Mortgage Association, will be a
Government-sponsored private corporation, will
retain the assets and liabilities of the previously
existing corporation accounted for under section
1719 of this title, and will continue to operate
the secondary market operations authorized by
such section 1719. The other, to be known as
Government National Mortgage Association,
will remain in the Government, will retain the
assets and liabilities of the previously existing
corporation accounted for under sections 1720 1

and 1721 of this title, and will continue to oper-
ate the special assistance functions and manage-
ment and liquidating functions authorized by
such sections 1720 1 and 1721.

(Pub. L. 90–448, title VIII, § 801, Aug. 1, 1968, 82
Stat. 536.)

REFERENCES IN TEXT

This title, referred to in text, means title VIII of Pub.
L. 90–448, which enacted this section, amended sections
24, 378, 1431, 1436, 1464, 1716, 1717 to 1723a, 1723c and 1757
of this title, section 709 of Title 18, Crimes and Crimi-
nal Procedure, section 846 of former Title 31, Money
and Finance, section 1820 [now 3720] of Title 38, Veter-
ans’ Benefits, section 612 of former Title 40, Public
Buildings, Property, and Works, and sections 1452b, 3534
and 3535 of Title 42, The Public Health and Welfare, and
enacted provisions set out as notes under this section
and section 1721 of this title.

Section 1720 of this title, referred to in text, was re-
pealed by Pub. L. 98–181, title IV, § 483(a), Nov. 30, 1983,
97 Stat. 1240.

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1968, and not as part of the Na-
tional Housing Act which comprises this chapter or the
Federal National Mortgage Association Charter Act
which comprises this subchapter.

EFFECTIVE DATE

Section 808 of title VIII of Pub. L. 90–448 provided
that: ‘‘The amendments made by this title [enacting
this section and amending sections 24, 378, 1431, 1436,
1464, 1716, 1717 to 1723a, 1723c and 1757 of this title, sec-
tion 709 of Title 18, Crimes and Criminal Procedure,
section 846 of former Title 31, Money and Finance, sec-
tion 1820 [now 3720] of Title 38, Veterans’ Benefits, sec-
tion 612 of former Title 40, Public Buildings, Property,
and Works, sections 1452b, 3534 and 3535 of Title 42, The
Public Health and Welfare, and notes under this section
and section 1721 of this title] shall be effective from and
after a date, no more than one hundred and twenty
days following the date of enactment of this Act [Aug.
1, 1968], as established by the Secretary of Housing and
Urban Development. Notice of the establishment of
such effective date shall be published in the Federal
Register at least thirty days prior thereto.’’

SAVINGS PROVISION

Section 809 of Pub. L. 90–448 provided that:
‘‘(a) No cause of action by or against the Federal Na-

tional Mortgage Association existing prior to the effec-
tive date established pursuant to section 808 [set out
above] shall abate by reason of the enactment of this
title. Any such cause of action may thereafter be as-
serted by or against the appropriate corporate body
named in section 302(a)(2) of the National Housing Act
[section 1717(a)(2) of this title].

‘‘(b) No suit, action, or other proceeding commenced
by or against the Federal National Mortgage Associa-

tion, or any officer thereof in his official capacity,
prior to the effective date established pursuant to sec-
tion 808 shall abate by reason of the enactment of this
title. A court may at any time thereafter during the
pendency of any such litigation, on its own motion or
that of any party, order that the litigation may be
maintained by or against the appropriate corporate
body named in section 302(a)(2) of the National Housing
Act [section 1717(a)(2) of this title] or the appropriate
corresponding officer thereof.’’

TRANSITIONAL PROVISIONS

Section 810 of Pub. L. 90–448, as amended by Pub. L.
91–609, title IX, § 901(e), Dec. 31, 1970, 84 Stat. 1807; Pub.
L. 93–383, title VIII, § 806(l), Aug. 22, 1974, 88 Stat. 728;
Pub. L. 99–514, § 2, Oct. 22, 1986, 100 Stat. 2095, provided
that:

‘‘(a) On the effective date established pursuant to sec-
tion 808 of this Act [set out above], each share of out-
standing nonvoting common stock, with a par value of
$100 per share, of the Federal National Mortgage Asso-
ciation shall be changed into and shall become one
share of voting common stock, without par value, of
such corporation. For the purposes of the Internal Rev-
enue Code of 1986 [formerly I.R.C. 1954, Title 26], no
gain or loss is recognized by the holders of such stock
on such change, and the basis and holding period of
such stock in the hands of the stockholders imme-
diately after such change are the same as the basis and
holding period of such stock in their hands imme-
diately prior to such change.

‘‘(b), (c). [Repealed. Pub. L. 93–383, title VIII, § 806(l),
Aug. 22, 1974, 88 Stat. 728].

‘‘(d) Those persons who are the officers and employ-
ees of the Federal National Mortgage Association im-
mediately prior to the effective date established pursu-
ant to section 808 [set out as a note above] shall become
the officers and employees of the Government National
Mortgage Association on such date. The Federal Na-
tional Mortgage Association and the Government Na-
tional Mortgage Association shall provide by contract
for the conditions and methods under which and by
which the Federal National Mortgage Association dur-
ing the transitional period may employ those individ-
uals who are employees of the Government National
Mortgage Association on such effective date; and may
provide by contract for the operation by either of such
corporations of any of the functions of the other. The
Secretary of Housing and Urban Development shall
make every reasonable effort to place in other com-
parable Federal positions any individuals who are ca-
reer or career-conditional employees of the Govern-
ment National Mortgage Association on such effective
date and who are subsequently during the transitional
period neither employed by the Federal National Mort-
gage Association nor retained by the Government Na-
tional Mortgage Association.’’

§ 1717. Federal National Mortgage Association
and Government National Mortgage Associa-
tion

(a) Creation; succession; principal and other of-
fices

(1) There is created a body corporate to be
known as the ‘‘Federal National Mortgage Asso-
ciation’’, which shall be in the Department of
Housing and Urban Development. The Associa-
tion shall have succession until dissolved by Act
of Congress. It shall maintain its principal office
in the District of Columbia and shall be deemed,
for purposes of venue in civil actions, to be a
resident thereof. Agencies or offices may be es-
tablished by the Association in such other place
or places as it may deem necessary or appro-
priate in the conduct of its business.

(2) On September 1, 1968, the body corporate
described in the foregoing paragraph shall cease
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to exist in that form and is hereby partitioned
into two separate and distinct bodies corporate,
each of which shall have continuity and cor-
porate succession as a separated portion of the
previously existing body corporate, as follows:

(A) One of such separated portions shall be a
body corporate without capital stock to be
known as Government National Mortgage As-
sociation (hereinafter referred to as the ‘‘Asso-
ciation’’), which shall be in the Department of
Housing and Urban Development and which
shall retain the assets and liabilities acquired
and incurred under sections 1720 1 and 1721 of
this title prior to such date, including any and
all liabilities incurred pursuant to subsection
(c) of this section. The Association shall have
succession until dissolved by Act of Congress.
It shall maintain its principal office in the
District of Columbia and shall be deemed, for
purposes of venue in civil actions, to be a resi-
dent thereof. Agencies or offices may be estab-
lished by the Association in such other place
or places as it may deem necessary or appro-
priate in the conduct of its business.

(B) The other such separated portion shall be
a body corporate to be known as Federal Na-
tional Mortgage Association (hereinafter re-
ferred to as the ‘‘corporation’’), which shall re-
tain the assets and liabilities acquired and in-
curred under sections 1718 and 1719 of this title
prior to such date. The corporation shall have
succession until dissolved by Act of Congress.
It shall maintain its principal office in the
District of Columbia or the metropolitan area
thereof and shall be deemed, for purposes of
jurisdiction and venue in civil actions, to be a
District of Columbia corporation.

(3) The partition transaction effected pursuant
to the foregoing paragraph constitutes a reorga-
nization within the meaning of section
368(a)(1)(E) of title 26; and for the purposes of
such title 26, no gain or loss is recognized by the
previously existing body corporate by reason of
the partition, and the basis and holding period
of the assets of the corporation immediately fol-
lowing such partition are the same as the basis
and holding period of such assets immediately
prior to such partition.
(b) Purchase and sale of insured and conven-

tional mortgages; transactions in loans and
advances of credit

(1) For the purposes set forth in section 1716 of
this title and subject to the limitations and re-
strictions of this subchapter, each of the bodies
corporate named in subsection (a)(2) of this sec-
tion is authorized pursuant to commitments or
otherwise, to purchase, service, sell, or other-
wise deal in any mortgages which are insured
under this chapter or title V of the Housing Act
of 1949 [42 U.S.C. 1471 et seq.], or which are in-
sured or guaranteed under the Servicemen’s Re-
adjustment Act of 1944 or chapter 37 of title 38;
and to purchase, service, sell, or otherwise deal
in any loans made or guaranteed under part B of
title VI of the Public Health Service Act [42
U.S.C. 291j–1 et seq.]; and the corporation is au-
thorized to lend on the security of any such
mortgages and to purchase, sell, or otherwise

deal in any securities guaranteed by the Asso-
ciation under section 1721(g) of this title: Pro-
vided, That (1) the Association may not purchase
any mortgage at a price exceeding 100 per cen-
tum of the unpaid principal amount thereof at
the time of purchase, with adjustments for in-
terest and any comparable items; (2) the Asso-
ciation may not purchase any mortgage, except
a mortgage insured under title V of the Housing
Act of 1949 [42 U.S.C. 1471 et seq.], if it is offered
by, or covers property held by, a State, terri-
torial, or municipal instrumentality; and (3) the
Association may not purchase any mortgage
under section 1720 2 of this title, except a mort-
gage insured under section 1715k of this title or
subchapter VIII of this chapter or section 1709(k)
of this title, or under subchapter IX–A 2 of this
chapter with respect to a new community ap-
proved under section 1749cc–1 2 of this title, or
insured under section 1715e of this title and cov-
ering property located in an urban renewal area,
or a mortgage covering property located in Alas-
ka, Guam, or Hawaii, if the original principal
obligation thereof exceeds or exceeded $55,000 in
the case of property upon which is located a
dwelling designed principally for a one-family
residence; or $60,000 in the case of a two- or
three-family residence; or $68,750 in the case of
a four-family residence; or, in the case of a prop-
erty containing more than four dwelling units,
$38,000 per dwelling unit (or such higher amount
not in excess of $45,000 per dwelling unit as the
Secretary may by regulation specify in any geo-
graphical area where the Secretary finds that
cost levels so require) for that part of the prop-
erty attributable to dwelling use. Notwithstand-
ing the provisions of clause (3) of the preceding
sentence, the Association may purchase a mort-
gage under section 1720 2 of this title with an
original principal obligation which exceeds the
otherwise applicable maximum amount per
dwelling unit if the mortgage is insured under
section 1713(c)(3), 1715e(b)(2), 1715k(d)(3)(B)(iii),
1715l(d)(3)(ii), 1715l(d)(4)(ii), 1715v(c)(2),
1715y(e)(3), or 1715z–1 of this title. For the pur-
poses of this subchapter, the terms ‘‘mortgages’’
and ‘‘home mortgages’’ shall be inclusive of any
mortgages or other loans insured under any of
the provisions of this chapter or title V of the
Housing Act of 1949 [42 U.S.C. 1471 et seq.].

(2) For the purposes set forth in section 1716(a)
of this title, the corporation is authorized, pur-
suant to commitments or otherwise, to pur-
chase, service, sell, lend on the security of, or
otherwise deal in mortgages which are not in-
sured or guaranteed as provided in paragraph (1)
(such mortgages referred to hereinafter as ‘‘con-
ventional mortgages’’). No such purchase of a
conventional mortgage secured by a property
comprising one- to four-family dwelling units
shall be made if the outstanding principal bal-
ance of the mortgage at the time of purchase ex-
ceeds 80 per centum of the value of the property
securing the mortgage, unless (A) the seller re-
tains a participation of not less than 10 per cen-
tum in the mortgage; (B) for such period and
under such circumstances as the corporation
may require, the seller agrees to repurchase or
replace the mortgage upon demand of the cor-
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poration in the event that the mortgage is in de-
fault; or (C) that portion of the unpaid principal
balance of the mortgage which is in excess of
such 80 per centum is guaranteed or insured by
a qualified insurer as determined by the cor-
poration. The corporation shall not issue a com-
mitment to purchase a conventional mortgage
prior to the date the mortgage is originated, if
such mortgage is eligible for purchase under the
preceding sentence only by reason of compliance
with the requirements of clause (A) of such sen-
tence. The corporation may purchase a conven-
tional mortgage which was originated more
than one year prior to the purchase date only if
the seller is the Federal Deposit Insurance Cor-
poration, the Resolution Trust Corporation, the
National Credit Union Administration, or any
other seller currently engaged in mortgage lend-
ing or investing activities. For the purpose of
this section, the term ‘‘conventional mort-
gages’’ shall include a mortgage, lien, or other
security interest on the stock or membership
certificate issued to a tenant-stockholder or
resident-member of a cooperative housing cor-
poration, as defined in section 216 of title 26, and
on the proprietary lease, occupancy agreement,
or right of tenancy in the dwelling unit of the
tenant-stockholder or resident-member in such
cooperative housing corporation. The corpora-
tion shall establish limitations governing the
maximum original principal obligation of con-
ventional mortgages that are purchased by it; in
any case in which the corporation purchases a
participation interest in such a mortgage, the
limitation shall be calculated with respect to
the total original principal obligation of the
mortgage and not merely with respect to the in-
terest purchased by the corporation. Such limi-
tations shall not exceed $93,750 for a mortgage
secured by a single-family residence, $120,000 for
a mortgage secured by a two-family residence,
$145,000 for a mortgage secured by a three-family
residence, and $180,000 for a mortgage secured by
a four-family residence, except that such maxi-
mum limitations shall be adjusted effective Jan-
uary 1 of each year beginning with 1981. Each
such adjustment shall be made by adding to
each such amount (as it may have been pre-
viously adjusted) a percentage thereof equal to
the percentage increase during the twelve-
month period ending with the previous October
in the national average one-family house price
in the monthly survey of all major lenders con-
ducted by the Federal Housing Finance Board.
The foregoing limitations may be increased by
not to exceed 50 per centum with respect to
properties located in Alaska, Guam, Hawaii, and
the Virgin Islands.

(3) The corporation is authorized to purchase,
service, sell, lend on the security of, and other-
wise deal in loans or advances of credit for the
purchase and installation of home improve-
ments, including energy conserving improve-
ments or solar energy systems described in the
last paragraph of section 1703(a) of this title and
residential energy conservation measures as de-
scribed in section 210(11) of the National Energy
Conservation Policy Act [42 U.S.C. 8211(11)] 3 and
financed by a public utility in accordance with

the requirements of title II of such Act [42
U.S.C. 8211 et seq.]. To be eligible for purchase,
any such loan or advance of credit (other than a
loan or advance made with respect to energy
conserving improvements or solar energy sys-
tems or residential energy conservation meas-
ures) not insured under subchapter I of this
chapter shall be secured by a lien against the
property to be improved.

(4) The corporation is authorized to purchase,
service, sell, lend on the security of, and other-
wise deal in loans or advances of credit secured
by mortgages or other liens against manufac-
tured homes.

(5)(A) The corporation is authorized to pur-
chase, service, sell, lend on the security of, and
otherwise deal in (i) conventional mortgages
that are secured by a subordinate lien against a
one- to four-family residence that is the prin-
cipal residence of the mortgagor; and (ii) con-
ventional mortgages that are secured by a sub-
ordinate lien against a property comprising five
or more family dwelling units. If the corpora-
tion, pursuant to paragraphs (1) through (4),
shall have purchased, serviced, sold, or other-
wise dealt with any other outstanding mortgage
secured by the same residence, the aggregate
original amount of such other mortgage and the
mortgage authorized to be purchased, serviced,
sold, or otherwise dealt with under this para-
graph shall not exceed the applicable limitation
determined under paragraph (2).

(B) The corporation shall establish limitations
governing the maximum original principal obli-
gation of conventional mortgages described in
subparagraph (A). In any case in which the cor-
poration purchases a participation interest in
such a mortgage, the limitation shall be cal-
culated with respect to the total original prin-
cipal obligation of such mortgage described in
subparagraph (A) and not merely with respect to
the interest purchased by the corporation. Such
limitations shall not exceed (i) with respect to
mortgages described in subparagraph (A)(i), 50
per centum of the single-family residence mort-
gage limitation determined under paragraph (2);
and (ii) with respect to mortgages described in
subparagraph (A)(ii), the applicable limitation
determined under paragraph (2).

(C) No subordinate mortgage against a one- to
four-family residence shall be purchased by the
corporation if the total outstanding indebted-
ness secured by the property as a result of such
mortgage exceeds 80 per centum of the value of
such property unless (i) that portion of such
total outstanding indebtedness that exceeds
such 80 per centum is guaranteed or insured by
a qualified insurer as determined by the cor-
poration; (ii) the seller retains a participation of
not less than 10 per centum in the mortgage; or
(iii) for such period and under such circum-
stances as the corporation may require, the sell-
er agrees to repurchase or replace the mortgage
upon demand of the corporation in the event
that the mortgage is in default. The corporation
shall not issue a commitment to purchase a sub-
ordinate mortgage prior to the date the mort-
gage is originated, if such mortgage is eligible
for purchase under the preceding sentence only
by reason of compliance with the requirements
of clause (ii) of such sentence.
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(6) The corporation may not implement any
new program (as such term is defined in section
4502 of this title) before obtaining the approval
of the Secretary under section 4542 of this title.
(c) Administration of trusts; obligations of de-

partments and agencies of the United States;
exemption of interest income from taxation;
authorization of appropriations for differen-
tial reimbursements

(1) Notwithstanding any other provision of
this chapter or of any other law, the Association
is authorized under section 1721 of this title to
create, accept, execute, and otherwise admin-
ister in all respects such trusts, receiverships,
conservatorships, liquidating or other agencies,
or other fiduciary and representative undertak-
ings and activities, hereinafter in this sub-
section called ‘‘trusts’’, as might be appropriate
for financing purposes; and in relation thereto
the Association may acquire, hold and manage,
dispose of, and otherwise deal in any mortgages
or other types of obligations in which any de-
partment or agency of the United States listed
in paragraph (2) of this subsection may have a
financial interest. The Association may join in
any such undertakings and activities, herein-
after in this subsection called ‘‘trusts’’; notwith-
standing that it is also serving in a fiduciary or
representative capacity; and is authorized to
guarantee any participations or other instru-
ments, whether evidence of property rights or
debt, issued for such financing purposes. Partici-
pations or other instruments issued by the Asso-
ciation pursuant to this subsection shall to the
same extent as securities which are direct obli-
gations of or obligations guaranteed as to prin-
cipal or interest by the United States be deemed
to be exempt securities within the meaning of
laws administered by the Securities and Ex-
change Commission. The amounts of any mort-
gages and their obligations acquired by the As-
sociation under section 1721 of this title, pursu-
ant to this subsection, shall not be included in
the total amounts set forth in section 1721(c) of
this title.

(2) Subject to the limitations provided in para-
graph (4) of this subsection, one or more trusts
may be established as provided in this sub-
section by each of the following departments or
agencies:

(A) The Farmers Home Administration of
the Department of Agriculture, but only with
respect to operating loans, direct farm owner-
ship loans, direct housing loans, and direct
soil and water loans. Such trusts may not be
established with respect to loans for housing
for the elderly under sections 502 and 515(a) of
the Housing Act of 1949 [42 U.S.C. 1472 and
1485(a)], nor with respect to loans for nonfarm
recreational development.

(B) The Department of Education, but only
with respect to loans made by the Secretary of
Education for construction of academic facili-
ties, and loans to help finance student loan
programs.

(C) The Department of Housing and Urban
Development.

(D) The Department of Veterans Affairs.
(E) The Export-Import Bank.
(F) The Small Business Administration.

The head of each such department or agency,
hereinafter in this subsection called the ‘‘trust-
or,’’ is authorized to set aside a part or all of
any obligations held by the trustor and subject
them to a trust or trusts and, incident thereto,
shall guarantee to the trustee timely payment
thereof. The trust instrument may provide for
the issuance and sale of beneficial interests or
participations, by the trustee, in such obliga-
tions or in the right to receive interest and prin-
cipal collections therefrom; and may provide for
the substitution or withdrawal of such obliga-
tions, or for the substitution of cash for obliga-
tions. The trust or trusts shall be exempt from
all taxation. The trust instrument may also con-
tain other appropriate provisions in keeping
with the purposes of this subsection. The Asso-
ciation shall be named and shall act as trustee
of any such trusts and, for the purposes thereof,
the title to such obligations shall be deemed to
have passed to the Association in trust. The
trust instrument shall provide that custody,
control, and administration of the obligations
shall remain in the trustor subjecting the obli-
gations to the trust, subject to transfer to the
trustee in event of default or probable default,
as determined by the trustee, in the payment of
principal and interest of the beneficial interests
or participations. Collections from obligations
subject to the trust shall be dealt with as pro-
vided in the instrument creating the trust. The
trust instrument shall provide that the trustee
will promptly pay to the trustor the full net pro-
ceeds of any sale of beneficial interests or par-
ticipations to the extent they are based upon
such obligations or collections. Such proceeds
shall be dealt with as otherwise provided by law
for sales or repayment of such obligations. The
effect of both past and future sales of any issue
of beneficial interests or participations shall be
the same, to the extent of the principal of such
issue, as the direct sale with recourse of the ob-
ligations subject to the trust. Any trustor creat-
ing a trust or trusts hereunder is authorized to
purchase, through the facilities of the trustee,
outstanding beneficial interests or participa-
tions to the extent of the amount of the
trustor’s responsibility to the trustee on bene-
ficial interests or participations outstanding,
and to pay the trustor’s proper share of the
costs and expenses incurred by the Association
as trustee pursuant to the trust instrument.

(3) When any trustor guarantees to the trustee
the timely payment of obligations the trustor
subjects to a trust pursuant to this subsection,
and it becomes necessary for such trustor to
meet his responsibilities under such guaranty,
the trustor is authorized to fulfill such guar-
anty.

(4) Beneficial interests or participations shall
not be issued for the account of any trustor in
an aggregate principal amount greater than is
authorized with respect to such trustor in an ap-
propriation Act. Any such authorization shall
remain available only for the fiscal year for
which it is granted and for the succeeding fiscal
year.

(5) The Association, as trustee, is authorized
to issue and sell beneficial interests or partici-
pations under this subsection, notwithstanding
that there may be an insufficiency in aggregate
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receipts from obligations subject to the related
trust to provide for the payment by the trustee
(on a timely basis out of current receipts or
otherwise) of all interest or principal on such in-
terests or participations (after provision for all
costs and expenses incurred by the trustee, fair-
ly prorated among trustors). There are author-
ized to be appropriated without fiscal year limi-
tation such sums as may be necessary to enable
any trustor to pay the trustee such insufficiency
as the trustee may require on account of out-
standing beneficial interests or participations
authorized to be issued pursuant to paragraph
(4) of this subsection. Such trustor shall make
timely payments to the trustee from such ap-
propriations, subject to and in accord with the
trust instrument. In the event that the insuffi-
ciency required by the trustee is on account of
principal maturities of outstanding beneficial
interests or participations authorized to be is-
sued pursuant to paragraph (4) of this sub-
section, or pursuant hereto, the trustee is au-
thorized to elect to issue additional beneficial
interests or participations for refinancing pur-
poses in lieu of requiring any trustor or trustors
to make payments to the trustee from appro-
priated funds or other sources. Each such issue
of beneficial interests or participations shall be
in an amount determined by the trustee but not
in excess of the aggregate amount which the
trustee would otherwise require the trustor or
trustors to pay from appropriated funds or other
sources, and may be issued without regard to
the provisions of paragraph (4) of this sub-
section. All refinancing issues of beneficial in-
terests or participations shall be deemed to have
been issued pursuant to the authority contained
in the appropriation Act or Acts under which
the beneficial interests or participations were
originally issued.

(June 27, 1934, ch. 847, title III, § 302, 48 Stat. 1254;
May 28, 1935, ch. 150, § 31, 49 Stat. 300; Feb. 3,
1938, ch. 13, § 6, 52 Stat. 24; Mar. 28, 1941, ch. 31,
§ 6, 55 Stat. 62; July 1, 1948, ch. 784, § 1, 62 Stat.
1208; July 19, 1949, ch. 351, § 1, 63 Stat. 446; Oct. 25,
1949, ch. 729, § 1(3), 63 Stat. 905; Apr. 20, 1950, ch.
94, title I, § 117, 64 Stat. 57; July 14, 1952, ch. 723,
§ 3(b), 66 Stat. 602; June 30, 1953, ch. 170, § 13(b), 67
Stat. 125; Aug. 2, 1954, ch. 649, title II, § 201, 68
Stat. 613; Aug. 7, 1956, ch. 1029, title II, § 201, 70
Stat. 1096; Pub. L. 85–857, § 13(g), Sept. 2, 1958, 72
Stat. 1265; Pub. L. 86–372, title III, § 301, Sept. 23,
1959, 73 Stat. 669; Pub. L. 87–70, title I, § 102(c),
title VI, §§ 602, 603(a), June 30, 1961, 75 Stat. 158,
176; Pub. L. 88–560, title VII, §§ 701(a), 702, Sept.
2, 1964, 78 Stat. 800, 802; Pub. L. 89–117, title I,
§ 102(d), title II, § 201(b)(1), title VIII, §§ 802(a),
803, 804, title X, § 1004(a), Aug. 10, 1965, 79 Stat.
454, 465, 493, 494, 501; Pub. L. 89–429, § 2, May 24,
1966, 80 Stat. 164; Pub. L. 89–751, § 7, Nov. 3, 1966,
80 Stat. 1236; Pub. L. 89–754, title IV, § 405, Nov.
3, 1966, 80 Stat. 1273; Pub. L. 90–19, § 1(a)(2), (3),
(j)(1), May 25, 1967, 81 Stat. 17, 18; Pub. L. 90–448,
title VIII, §§ 802(c)–(g), 803, Aug. 1, 1968, 82 Stat.
536, 537, 542; Pub. L. 91–152, title I, § 114, Dec. 24,
1969, 83 Stat. 385; Pub. L. 91–296, title II, § 202,
June 30, 1970, 84 Stat. 350; Pub. L. 91–351, title II,
§ 201(a), title IV, § 402, July 24, 1970, 84 Stat. 450,
458; Pub. L. 91–609, title IX, § 901(d), Dec. 31, 1970,
84 Stat. 1807; Pub. L. 93–383, title VIII,
§§ 806(a)–(f), 807, Aug. 22, 1974, 88 Stat. 727, 728;

Pub. L. 93–541, § 2, Dec. 26, 1974, 88 Stat. 1739;
Pub. L. 95–128, title IV, § 408(a), Oct. 12, 1977, 91
Stat. 1138; Pub. L. 95–557, title I, § 101(c)(3), title
III, § 318(a), Oct. 31, 1978, 92 Stat. 2083, 2100; Pub.
L. 95–619, title II, § 246, Nov. 9, 1978, 92 Stat. 3233;
Pub. L. 96–153, title III, § 317, Dec. 21, 1979, 93
Stat. 1119; Pub. L. 96–294, title V, § 534(b), June
30, 1980, 94 Stat. 741; Pub. L. 96–399, title III,
§§ 309, 313(a), 339(a)(1), (b)(1), Oct. 8, 1980, 94 Stat.
1641, 1644, 1657; Pub. L. 97–110, title II, § 202(c),
Dec. 26, 1981, 95 Stat. 1514; Pub. L. 98–440, title II,
§§ 201(a), 203(a), 205(a), 206(a), Oct. 3, 1984, 98 Stat.
1692, 1693, 1695; Pub. L. 98–479, title II, §§ 201(b),
204(a)(16), Oct. 17, 1984, 98 Stat. 2227, 2232; Pub. L.
99–514, § 2, Oct. 22, 1986, 100 Stat. 2095; Pub. L.
100–122, § 2(b)(1), Sept. 30, 1987, 101 Stat. 793; Pub.
L. 100–154, Nov. 5, 1987, 101 Stat. 890; Pub. L.
100–170, Nov. 17, 1987, 101 Stat. 914; Pub. L.
100–179, Dec. 3, 1987, 101 Stat. 1018; Pub. L.
100–200, Dec. 21, 1987, 101 Stat. 1327; Pub. L.
100–242, title IV, § 443(a), Feb. 5, 1988, 101 Stat.
1922; Pub. L. 100–628, title X, § 1068(a), Nov. 7,
1988, 102 Stat. 3276; Pub. L. 101–73, title VII,
§ 731(f)(1), Aug. 9, 1989, 103 Stat. 433; Pub. L.
102–54, § 13(d)(2)(A), June 13, 1991, 105 Stat. 274;
Pub. L. 102–550, title XIII, § 1381(b), (c), (s)(1),
Oct. 28, 1992, 106 Stat. 3995, 4001; Pub. L. 105–276,
title V, § 582(a)(14), Oct. 21, 1998, 112 Stat. 2644.)

REFERENCES IN TEXT

Section 1720 of this title, referred to in subsecs.
(a)(2)(A) and (b)(1), was repealed by Pub. L. 98–181, title
IV, § 483(a), Nov. 30, 1983, 97 Stat. 1240.

The Housing Act of 1949, referred to in subsec. (b)(1),
is act July 15, 1949, ch. 338, 63 Stat. 413, as amended.
Title V of the Housing Act of 1949 is classified generally
to subchapter III (§ 1471 et seq.) of chapter 8A of Title
42, The Public Health and Welfare. For complete classi-
fication of this Act to the Code, see Short Title note
set out under section 1441 of Title 42 and Tables.

The Servicemen’s Readjustment Act of 1944, referred
to in subsec. (b)(1), is act June 22, 1944, ch. 268, 58 Stat.
284, as amended, which was classified generally to chap-
ter 11C (§§ 693 to 697g) of former Title 38, Pensions, Bo-
nuses, and Veterans’ Relief, and which was repealed by
section 14(87) of Pub. L. 85–857, Sept. 2, 1958, 72 Stat.
1273, the first section of which enacted Title 38, Veter-
ans’ Benefits. For distribution of sections 693 to 697g of
former Title 38 to Title 38, Veterans’ Benefits, see
Table preceding section 101 of Title 38, Veterans’ Bene-
fits.

The Public Health Service Act, referred to in subsec.
(b)(1), is act July 1, 1944, ch. 373, 58 Stat. 682, as amend-
ed. Part B of title VI of the Public Health Service Act
is classified generally to part B (§ 291j–1 et seq.) of sub-
chapter IV of chapter 6A of Title 42, The Public Health
and Welfare. For complete classification of this Act to
the Code, see Short Title note set out under section 201
of Title 42 and Tables.

Subchapter IX–A of this chapter and section 1749cc–1
of this title, referred to in subsec. (b)(1), were repealed
by Pub. L. 101–235, title I, § 133(a), Dec. 15, 1989, 103 Stat.
2027.

The National Energy Conservation Policy Act, re-
ferred to in subsec. (b)(3), is Pub. L. 95–619, Nov. 9, 1978,
92 Stat. 3208, as amended. Title II of the National En-
ergy Conservation Policy Act is classified principally
to subchapter II (§ 8211 et seq.) of chapter 91 of Title 42,
The Public Health and Welfare. Section 210 of the Act
[42 U.S.C. 8211] was omitted from the Code pursuant to
section 8229 of Title 42 which terminated authority
under that section on June 30, 1989. For complete clas-
sification of this Act to the Code, see Short Title note
set out under section 8201 of Title 42 and Tables.

AMENDMENTS

1998—Subsec. (b)(2). Pub. L. 105–276 struck out penul-
timate sentence which read as follows: ‘‘With respect to
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mortgages secured by property comprising five or more
family dwelling units, such limitations shall not exceed
125 per centum of the dollar amounts set forth in sec-
tion 1713(c)(3) of this title, except that such limitations
may be increased by the corporation (taking into ac-
count construction costs) to not to exceed 240 per cen-
tum of such dollar amounts in any geographical area
for which the Secretary of Housing and Urban Develop-
ment determines under such section that cost levels re-
quire any increase in the dollar amount limitations
under such section.’’

1992—Subsec. (b)(2). Pub. L. 102–550, § 1381(b), (c)(1), in
first sentence, struck out ‘‘and with the approval of the
Secretary of Housing and Urban Development,’’ before
‘‘the corporation’’ and in last sentence, substituted
‘‘Hawaii, and the Virgin Islands’’ for ‘‘and Hawaii’’.

Subsec. (b)(3), (4). Pub. L. 102–550, § 1381(c)(2), (3),
struck out ‘‘, with the approval of the Secretary of
Housing and Urban Development,’’ after ‘‘corporation
is authorized’’.

Subsec. (b)(6). Pub. L. 102–550, § 1381(c)(4), added par.
(6).

Subsec. (c)(2). Pub. L. 102–550, § 1381(s)(1)(A), in first
sentence of concluding provisions, substituted ‘‘the
trustor’’ for ‘‘him’’ after ‘‘obligations held by’’ and in
last sentence, substituted ‘‘the trustor’s’’ for ‘‘his’’ in
two places.

Subsec. (c)(3). Pub. L. 102–550, § 1381(s)(1)(B), sub-
stituted ‘‘the trustor’’ for ‘‘he’’ after ‘‘obligations’’ and
‘‘guaranty,’’.

1991—Subsec. (c)(2)(D). Pub. L. 102–54 substituted ‘‘De-
partment of Veterans Affairs’’ for ‘‘Veterans’ Adminis-
tration’’.

1989—Subsec. (b)(2). Pub. L. 101–73 substituted ‘‘Reso-
lution Trust Corporation’’ for ‘‘Federal Savings and
Loan Insurance Corporation’’ and ‘‘Federal Housing Fi-
nance Board’’ for ‘‘Federal Home Loan Bank Board’’.

1988—Subsec. (b)(5)(A)(i). Pub. L. 100–242 struck out
‘‘through March 15, 1988,’’ before ‘‘conventional mort-
gages’’.

Subsec. (b)(5)(A)(ii). Pub. L. 100–628 struck out ‘‘until
October 1, 1985,’’ before ‘‘conventional mortgages’’.

1987—Subsec. (b)(5)(A)(i). Pub. L. 100–200 substituted
‘‘March 15, 1988’’ for ‘‘December 16, 1987’’.

Pub. L. 100–179 substituted ‘‘December 16, 1987’’ for
‘‘December 2, 1987’’.

Pub. L. 100–170 substituted ‘‘December 2, 1987’’ for
‘‘November 15, 1987’’.

Pub. L. 100–154 substituted ‘‘November 15, 1987’’ for
‘‘October 31, 1987’’.

Pub. L. 100–122 substituted ‘‘through October 31, 1987’’
for ‘‘until October 1, 1987’’.

1986—Subsecs. (a)(3), (b)(2). Pub. L. 99–514 substituted
‘‘Internal Revenue Code of 1986’’ for ‘‘Internal Revenue
Code of 1954’’, which for purposes of codification was
translated as ‘‘title 26’’ thus requiring no change in
text.

1984—Subsec. (b)(2). Pub. L. 98–479, § 204(a)(16), sub-
stituted ‘‘corporation’’ for ‘‘Corporation’’ in fourth sen-
tence after ‘‘The’’.

Subsec. (b)(2). Pub. L. 98–440, §§ 201(a), 205(a), 206(a), in
second sentence substituted ‘‘No such purchase of a
conventional mortgage secured by a property compris-
ing one- to four-family dwelling units’’ for ‘‘No such
purchase of a conventional mortgage’’, in sixth sen-
tence substituted ‘‘The corporation shall establish lim-
itations governing the maximum original principal ob-
ligation of conventional mortgages that are purchased
by it; in any case in which the corporation purchases a
participation interest in such a mortgage, the limita-
tion shall be calculated with respect to the total origi-
nal principal obligation of the mortgage and not mere-
ly with respect to the interest purchased by the cor-
poration’’ for ‘‘The corporation shall establish limita-
tions governing the maximum principal obligation of
conventional mortgages purchased by it’’, and in penul-
timate sentence inserted provision that the limitations
set forth in section 1713(c)(3) of this title may be in-
creased by the corporation (taking into account con-
struction costs) to not to exceed 240 per centum of such

dollar amounts in any geographical area for which the
Secretary of Housing and Urban Development deter-
mines under such section that cost levels require any
increase in the dollar amount limitations under such
section.

Subsec. (b)(5). Pub. L. 98–440, § 203(a), added par. (5).
Subsec. (c)(2)(B). Pub. L. 98–479, § 201(b), substituted

‘‘Department of Education’’ for ‘‘Department of Health,
Education, and Welfare’’ and ‘‘Secretary of Education’’
for ‘‘Commissioner of Education’’.

1981—Subsec. (b)(2). Pub. L. 97–110 substituted provi-
sions empowering the Corporation to purchase a con-
ventional mortgage which was originated more than
one year prior to the purchase date only if the seller is
the Federal Deposit Insurance Corporation, the Federal
Savings and Loan Insurance Corporation, the National
Credit Union Administration, or any other seller cur-
rently engaged in mortgage lending or investing activi-
ties for provisions which had empowered the Corpora-
tion to purchase a conventional mortgage which was
originated more than one year prior to the purchase
date only if the seller was currently engaged in mort-
gage lending or investing activities and if, as a result
thereof, the cumulative aggregate of the principal bal-
ances of all conventional mortgages purchased by the
Corporation which were originated more than one year
prior to the date of purchase did not exceed 20 per cen-
tum of the cumulative aggregate of the principal bal-
ances of all conventional mortgages purchased by the
Corporation.

1980—Subsec. (b)(1). Pub. L. 96–399, § 309, struck out
‘‘(1)’’ before ‘‘the mortgage’’ and cl. (2) relating to re-
quirement respecting assistance under contracts au-
thorized by section 1437f of title 42 for at least 20 per
centum of covered units.

Subsec. (b)(2). Pub. L. 96–399, § 313(a), substituted pro-
visions defining term ‘‘conventional mortgages’’, and
limitations respecting amounts, adjustments, etc., for
such mortgages, for provisions establishing limitations
for the maximum principal obligation of conventional
mortgages purchased by the corporation and maximum
amount of such limitations.

Subsec. (b)(3). Pub. L. 96–399, § 339(a)(1), substituted
provisions relating to authority, with the approval of
the Secretary of Housing and Urban Development, to
deal in loans or advances of credit for the purchase and
installation of home improvements, and provisions re-
specting eligibility for purchases of loans or advances
of credit, for provisions relating to authority to deal in
loans or advances of credit made for energy conserving
improvements and solar energy systems, etc., and pro-
visions respecting eligibility for purchases of loans.

Pub. L. 96–294 inserted provisions relating to loans or
advances of credit by public utilities for purpose of fi-
nancing residential energy conservation measures in a
residential building.

Subsec. (b)(4). Pub. L. 96–399, § 339(b)(1), added par. (4).
1979—Subsec. (b)(1). Pub. L. 96–153 substituted ‘‘(1) if

the mortgage is insured under section 1713(c)(3),
1715e(b)(2), 1715k(d)(3)(B)(iii), 1715l(d)(3)(ii),
1715l(d)(4)(ii), 1715v(c)(2), 1715y(e)(3), or 1715z–1 of this
title, and (2) at least 20 per centum of the units covered
by such mortgage are assisted under contracts author-
ized by section 1437f of title 42’’ for ‘‘if the mortgage (1)
is insured under section 1715z–1 of this title or is a
below-market interest rate mortgage insured under
section 1715l(d)(3) of this title, and (2) covers property
which has the benefit of local tax abatement in an
amount determined by the Secretary of Housing and
Urban Development to be sufficient to make possible
rentals not in excess of those that could be approved by
the Secretary if the mortgage amount did not exceed
the otherwise applicable maximum amount per dwell-
ing unit and if local tax abatement were not provided’’.

1978—Subsec. (b)(3). Pub. L. 95–619 added par. (3).
Subsec. (b)(1). Pub. L. 95–557 substituted ‘‘or sub-

chapter VIII of this chapter or section 1709(k) of this
title’’ for ‘‘or subchapter VIII of this chapter’’ and ‘‘if
the original principal obligation thereof exceeds or ex-
ceeded $55,000 in the case of property upon which is lo-
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cated a dwelling designed principally for a one-family
residence; or $60,000 in the case of a two- or three-fam-
ily residence; or $68,750 in the case of a four-family resi-
dence; or, in the case of a property containing more
than four dwelling units, $38,000 per dwelling unit (or
such higher amount not in excess of $45,000 per dwelling
unit as the Secretary may by regulation specify in any
geographical area where the Secretary finds that cost
levels so require) for that part of the property attrib-
utable to dwelling use’’ for ‘‘if the original principal
obligation thereof exceeds or exceeded $33,000 (or such
higher amount not in excess of $38,000 as the Secretary
may by regulation specify in any geographical area
where he finds that cost levels so require), for each
family residence or dwelling unit covered by the mort-
gage (plus an additional $2,500 for each such family res-
idence or dwelling unit which has four or more bed-
rooms)’’.

1977—Subsec. (b)(2). Pub. L. 95–128 inserted ‘‘by more
than 25 per centum’’ after ‘‘exceed’’ in last sentence.

1974—Subsec. (a)(2). Pub. L. 93–383, § 806(a)(1), sub-
stituted ‘‘September 1, 1968’’ for ‘‘the effective date es-
tablished pursuant to section 808 of the Housing and
Urban Development Act of 1968’’.

Subsec. (a)(2)(A). Pub. L. 93–383, § 806(a)(2), struck out
‘‘effective’’ before ‘‘date’’.

Subsec. (a)(2)(B). Pub. L. 93–383, § 806(a)(2), (b), struck
out ‘‘effective’’ before ‘‘date’’, inserted ‘‘or metropoli-
tan area thereof’’ before ‘‘and shall’’ and ‘‘jurisdiction’’
before ‘‘venue’’, and substituted ‘‘District of Columbia
corporation’’ for ‘‘resident thereof’’.

Subsec. (b)(1). Pub. L. 93–541 substituted ‘‘or guaran-
teed under part B of title VI of the Public Health Serv-
ice Act’’ for ‘‘to a public agency under part B of title
VI of the Public Health Service Act’’.

Pub. L. 93–383, § 807, substituted ‘‘$33,000 (or such
higher amount not in excess of $38,000 as the Secretary
may by regulation specify in any geographical area
where he finds that cost levels so require)’’ for
‘‘$22,000’’.

Subsec. (b)(2). Pub. L. 93–383, § 806(c)–(f), substituted
‘‘80’’ for ‘‘75’’ and ‘‘exceed 20’’ for ‘‘exceed 10’’, struck
out ‘‘private’’ before ‘‘insurer’’ in cl. (C), and sub-
stituted provisions relating to limitations contained in
first proviso of first sentence of section 1464(c) of this
title, for provisions relating to limitations applicable
to mortgages insured under sections 1709(b) or 1713 of
this title.

1970—Subsec. (a)(3). Pub. L. 91–609 added par. (3).
Subsec. (b). Pub. L. 91–351, §§ 201(a), 402, designated ex-

isting provisions as par. (1), inserted ‘‘is insured under
section 1715z–1 of this title or’’ before ‘‘is a below-mar-
ket interest rate mortgage insured under section
1715l(d)(3) of this title’’, and added par. (2).

Pub. L. 91–296 inserted provisions authorizing the pur-
chase, service, sale, or other dealing in loans made to
a public agency under part B of title VI of the Public
Health Service Act.

1969—Subsec. (b). Pub. L. 91–152 substituted ‘‘$22,000’’
or ‘‘the otherwise applicable maximum amount’’ for
‘‘$17,500’’ wherever appearing.

1968—Subsec. (a)(1). Pub. L. 90–448, § 802(c)(1), (2), des-
ignated existing provisions as par. (1), and struck out
‘‘(hereinafter referred to as the ‘Association’)’’.

Subsec. (a)(2). Pub. L. 90–448, § 802(c)(3), added par. (2).
Subsec. (b). Pub. L. 90–448, § 802(d), substituted ‘‘each

of the bodies corporate named in subsection (a) (2) of
this section is authorized’’ for ‘‘the Association is au-
thorized’’, and inserted provisions empowering the cor-
poration to purchase, sell, or otherwise deal in any se-
curities guaranteed by the Association under section
1721(g) of this title.

Subsec. (c)(1). Pub. L. 90–448, § 802(e), struck out
‘‘, consistent with section 1722 of this title,’’ before ‘‘to
guarantee any participations’’.

Subsec. (c)(2). Pub. L. 90–448, § 802(f), (g), struck out
provisions from par. (C) which prohibited the Depart-
ment of Housing and Urban Development from exercis-
ing the authority with respect to secondary market op-
erations of the Federal National Mortgage Association,

and in last sentence substituted ‘‘incurred by the Asso-
ciation’’ for ‘‘incurred by the Federal National Mort-
gage Association’’.

Subsec. (c)(5). Pub. L. 90–448, § 803, inserted provisions
authorizing the trustee, in the event that the insuffi-
ciency required by the trustee is on account of prin-
cipal maturities of outstanding beneficial interests or
participations to be issued pursuant to paragraph (4) of
this subsection, or pursuant hereto, to elect to issue
additional beneficial interests or participations for re-
financing purposes in lieu of requiring any trustor or
trustors to make payments to the trustee from appro-
priated funds or other sources, limiting each such issue
of beneficial interests or participations, and directing
that all refinancing issues be deemed to have been is-
sued pursuant to the authority contained in the appro-
priation Act or Acts under which the beneficial inter-
ests or participations were originally issued.

1967—Subsec. (a). Pub. L. 90–19, § 1(j)(1), substituted
‘‘in the Department of Housing and Urban Develop-
ment’’ for ‘‘a constituent agency of the Housing and
Home Finance Agency’’.

Subsec. (b). Pub. L. 90–19, § 1(a)(2), (3), substituted
‘‘Secretary of Housing and Urban Development’’ and
‘‘Secretary’’ for ‘‘Federal Housing Commissioner’’ and
‘‘Commissioner’’, respectively.

1966—Subsec. (b). Pub. L. 89–754 inserted ‘‘or under
subchapter IX–A of this chapter with respect to a new
community approved under section 1749cc–1 of this
title’’.

Subsec. (c). Pub. L. 89–429 designated existing provi-
sions as par. (1), gave the name ‘‘trusts’’, for the pur-
pose of the entire subsection, to trusts, receiverships,
conservatorships, liquidating or other agencies, or
other fiduciary and representative undertakings which
the Association is authorized to administer, expanded
the types of securities in which the Association is au-
thorized to deal so as to include an expanded array of
obligations in which any department or agency of the
United States listed in par. (2) of the subsection might
have a financial interest, exempted participation cer-
tificates or other instruments issued pursuant to this
subsection from all regulation by the Securities and
Exchange Commission, repealed existing authority for
issuance of participations based on below-market inter-
est rate mortgages insured under section 1715l(d)(3) of
this title, and added pars. (2) to (5).

Subsec. (c)(2)(B). Pub. L. 89–751 substituted ‘‘The De-
partment of Health, Education, and Welfare, but only
with respect to loans made by the Commissioner of
Education for construction of academic facilities, and
loans to help finance student loan programs’’ for ‘‘The
Office of Education of the Department of Health, Edu-
cation, and Welfare, but only with respect to loans for
construction of academic facilities’’.

1965—Subsec. (b). Pub. L. 89–117, §§ 201(b)(1), 802(a)(1),
803, 804, and 1004(a), defined ‘‘home mortgages’’, re-
moved mortgages offered by or covering property held
by a federal instrumentality from the list of prohibited
purchases, inserted parenthetical material which, in
the case of family dwelling units having four or more
bedrooms, placed an additional amount of $2,500 to the
$17,500 per unit limit on purchasable mortgages, in-
serted provision excepting below-market mortgages
from the $17,500 per unit limit on purchasable mort-
gages if local tax abatement were granted sufficient to
keep rentals at the level where they would be if the
mortgage amount did not exceed $17,500 per dwelling
unit, and authorized the Association to purchase loans
insured under subchapter III of chapter 8A of Title 42 in
its secondary market operations.

Subsec. (c). Pub. L. 89–117, §§ 102(d), 802(a)(2), (3), au-
thorized appropriations to reimburse the Association
for differential amounts resulting when mortgages
bearing a below-market interest rate and insured under
section 1715l(d)(3) of this title after August 10, 1965, are
included within one or more of the trusts or other
agencies created under this section authorized the As-
sociation to deal, in addition to first mortgages, in ob-
ligations offered to it by the Housing and Home Fi-
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nance Agency or its Administrator, or by such Agen-
cy’s constituent units or agencies or the heads thereof,
and inserted ‘‘and other obligations’’ after ‘‘mort-
gages’’ in last sentence.

1964—Subsec. (b). Pub. L. 88–560, § 702, substituted
‘‘any mortgage under section 1720 of this title’’ for
‘‘any mortgage’’ and deleted proviso reading ‘‘Provided,
That with respect to mortgages purchased under sec-
tion 1719 of this title the principal obligation shall not
exceed $20,000’’.

Subsec. (c). Pub. L. 88–560, § 701(a), added subsec. (c).
1961—Subsec. (b). Pub. L. 87–70 substituted ‘‘author-

ized, pursuant to commitments or otherwise, to pur-
chase, lend (under section 1719 of this title) on the secu-
rity of, service, sell, or otherwise deal in any mortgages
which are insured’’ for ‘‘authorized to make commit-
ments to purchase and to purchase, service, or sell, any
residential or home mortgages (or participations there-
in) which are insured’’, and ‘‘section 1715k of this title
or subchapter VIII of this chapter for ‘‘section 1715k or
1748b of this title’’, permitted the purchase of mort-
gages insured under section 1715e of this title and cov-
ering property located in an urban renewal area, and
defined term ‘‘mortgage’’.

1959—Subsec. (b). Pub. L. 86–372 included within cl. (3)
mortgages insured under section 1715k of this title, in-
creased the limitation on the original principal obliga-
tion from $15,000 to $17,500, and established a limitation
of not more than $20,000 with respect to mortgages pur-
chased under section 1719 of this title.

1958—Subsec. (b). Pub. L. 85–857 inserted ‘‘, chapter 37
of title 38’’ after ‘‘Servicemen’s Readjustment Act of
1944, as amended’’.

1956—Subsec. (b). Act Aug. 7, 1956, substituted ‘‘(2)’’
for ‘‘and (2)’’, ‘‘if’’ for ‘‘if (i)’’; and ‘‘(3) the Association
may not purchase any mortgage, except a mortgage in-
sured under section 1748b of this title or a mortgage
covering property located in Alaska, Guam, or Hawaii,
if’’ for ‘‘or (ii)’’.

1954—Act Aug. 2, 1954, amended section generally to
recharter the Association, substituting provisions for-
merly covered in section 1716 of this title for provisions
now covered by sections 1719 to 1721 of this title.

1953—Act June 30, 1953, struck out proviso at end of
first sentence, which limited purchase of mortgages
other than defense or disaster mortgages to
$2,750,000,000.

1952—Act July 14, 1952, increased purchasing power of
the Association from $2,750,000,000 to $3,650,000,000 but
limited purchases of mortgages other than defense or
disaster mortgages to $2,750,000,000.

1950—Act Apr. 20, 1950, substituted ‘‘$2,750,000,000’’ for
‘‘$2,500,000,000’’.

1949—Joint Res. Oct. 25, 1949, substituted
‘‘$2,500,000,000’’ for ‘‘$1,500,000,000’’ in first sentence.

Act July 19, 1949, increased authorization to
$1,500,000,000 which would be based on the outstanding
amount of mortgage purchases and commitments in
place of the former complicated formula.

1948—Act July 1, 1948, amended section generally to
make it applicable to the Association instead of to the
former national mortgage associations, and increased
the borrowing capacity from twenty times to forty
times the capital and surplus.

1941—Act Mar. 28, 1941, inserted ‘‘and VI’’ in cl. (2).
1938—Act Feb. 3, 1938, among other changes, sub-

stituted ‘‘twenty times the amount of its paid-up cap-
ital and surplus’’ for ‘‘twelve times the aggregate par
value of its outstanding capital stock’’, and inserted
last sentence and proviso.

1935—Act May 28, 1935, substituted ‘‘twelve times’’ for
‘‘ten times’’ in cl. (1).

EFFECTIVE DATE OF 1998 AMENDMENT

Amendment by title V of Pub. L. 105–276 effective and
applicable beginning upon Oct. 1, 1999, except as other-
wise provided, with provision that Secretary may im-
plement amendment before such date, except to extent
that such amendment provides otherwise, and with sav-
ings provision, see section 503 of Pub. L. 105–276, set out

as a note under section 1437 of Title 42, The Public
Health and Welfare.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by section 101(c)(3) of Pub. L. 95–557 ef-
fective Oct. 1, 1978, see section 104 of Pub. L. 95–557, set
out as a note under section 1709 of this title.

EFFECTIVE DATE OF 1968 AMENDMENT

For effective date of amendment by title VIII of Pub.
L. 90–448, see section 808 of Pub. L. 90–448, set out as an
Effective Date note under section 1716b of this title.

EFFECTIVE DATE OF 1958 AMENDMENT

For effective date of amendment by Pub. L. 85–857,
see section 2 of Pub. L. 85–857, set out as an Effective
Date note preceding Part I of Title 38, Veterans’ Bene-
fits.

TRANSFER OF FUNCTIONS

For retransfer of functions described in section 2 of
Reorg. Plan No. 22 of 1950, set out below, from Housing
and Home Finance Administrator to Federal National
Mortgage Association, see section 1723d of this title.

PROPOSAL BY FEDERAL NATIONAL MORTGAGE ASSOCIA-
TION RESPECTING AUTHORITY TO IMPLEMENT SECTION
339(a)(1), (b)(1) OF PUB. L. 96–399; APPROVAL, ETC.

Section 339(a)(2), (b)(2) of Pub. L. 96–399 provided that
when Federal National Mortgage Association submits
its proposal to Secretary of Housing and Urban Devel-
opment to implement authority granted by amendment
of this section, Secretary of Housing and Urban Devel-
opment shall, within 75 days, approve such proposal or
transmit to Congress a report explaining why such pro-
posal has not been approved.

WAIVER OF CERTAIN LIMITATIONS APPLICABLE TO THE
PURCHASE OF MORTGAGES BY THE GOVERNMENT NA-
TIONAL MORTGAGE ASSOCIATION UNTIL OCTOBER 1,
1974

Pub. L. 92–213, § 3, Dec. 22, 1971, 85 Stat. 775, as amend-
ed by Pub. L. 92–335, § 6, July 1, 1972, 86 Stat. 405; Pub.
L. 92–503, § 2, Oct. 18, 1972, 86 Stat. 906; Pub. L. 93–85, § 3,
Aug. 10, 1973, 87 Stat. 221; Pub. L. 93–117, § 4, Oct. 2, 1973,
87 Stat. 422, provided that when the Secretary of Hous-
ing and Urban Development determined that such ac-
tion was necessary to avoid excessive discounts on fed-
erally insured or guaranteed mortgages, the Govern-
ment National Mortgage Association could, until Oct.
1, 1974, issue commitments to purchase mortgages with
original principal obligations not more than 50 per cen-
tum in excess of the limitations imposed by clause (3)
of the proviso to the first sentence of section 302(b)(1)
of the National Housing Act [subsec. (b)(1) of this sec-
tion], and it could purchase the mortgages so commit-
ted to be purchased.

EXCEPTION TO LIMITATION ON PRINCIPAL AMOUNT OF
PARTICIPATIONS IN GOVERNMENT MORTGAGE LIQUIDA-
TION TRUST AND SMALL BUSINESS ADMINISTRATION
TRUST SOLD DURING FISCAL 1966

Section 9 of Pub. L. 89–429 authorized Federal Na-
tional Mortgage Association during fiscal year 1966 to
sell (1) additional participations in Government Mort-
gage Liquidation Trust, and (2) participations in a
trust to be established by Small Business Administra-
tion, each without regard to the provisions of subsec.
(c)(4) of this section.

TRUST AGREEMENTS WITH ADMINISTRATOR OF
VETERANS’ AFFAIRS

Section 6(a) of Pub. L. 89–429 provided that: ‘‘Nothing
in this Act [enacting section 1717a of this title and sec-
tion 745 of Title 20, Education, amending this section
and sections 1720, 1749, and 1757 of this title, section
1988 of Title 7, Agriculture, and section 743 of Title 20,
and enacting material set out as notes under this sec-
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tion] shall be construed to repeal or modify the provi-
sions of section 1820(e) [now 3720(e)] of title 38, United
States Code, respecting the authority of the Adminis-
trator of Veterans’ Affairs [now Secretary of Veterans
Affairs].’’

ADMISSION OF ALASKA AND HAWAII TO STATEHOOD

Alaska was admitted into the Union on Jan. 3, 1959,
on issuance of Proc. No. 3269, Jan. 3, 1959, 24 F.R. 81, 73
Stat. c16, and Hawaii was admitted into the Union on
Aug. 21, 1959, on issuance of Proc. No. 3309, Aug. 21, 1959,
24 F.R. 6868, 73 Stat. c74. For Alaska Statehood Law,
see Pub. L. 85–508, July 7, 1958, 72 Stat. 339, set out as
a note preceding section 21 of Title 48, Territories and
Insular Possessions. For Hawaii Statehood Law, see
Pub. L. 86–3, Mar. 18, 1959, 73 Stat. 4, set out as a note
preceding section 491 of Title 48.

REORGANIZATION PLAN NO. 22 OF 1950
Eff. July 9, 1950, 15 F.R. 4365, 64 Stat. 1277

Prepared by the President and transmitted to the Sen-
ate and the House of Representatives in Congress as-
sembled, May 9, 1950, pursuant to the provisions of
the Reorganization Act of 1949, approved June 20, 1949
[see 5 U.S.C. 901 et seq.].

FEDERAL NATIONAL MORTGAGE ASSOCIATION

SECTION 1. TRANSFER OF ASSOCIATION AND ITS
FUNCTIONS

The Federal National Mortgage Association, together
with its functions, is hereby transferred from the Re-
construction Finance Corporation to the Housing and
Home Finance Agency and shall be administered sub-
ject to the direction and control of the Housing and
Home Finance Administrator.

SEC. 2. TRANSFERS TO THE HOUSING ADMINISTRATOR

There are hereby transferred from the Reconstruc-
tion Finance Corporation to the Housing and Home Fi-
nance Administrator—

(1) the notes of the Federal National Mortgage Asso-
ciation payable to the Reconstruction Finance Cor-
poration;

(2) the capital stock of the Federal National Mort-
gage Association;

(3) the function of the Reconstruction Finance Cor-
poration of making payments on its notes issued to the
Secretary of the Treasury in an amount equal to (a) the
unpaid principal of, and accrued interest on, the notes
of the Federal National Mortgage Association trans-
ferred under (1) above, (b) any funds of the Reconstruc-
tion Finance Corporation transferred under the provi-
sions of section 5 hereof, (c) the book value of any of-
fice furniture and equipment of the Reconstruction Fi-
nance Corporation transferred under the provisions of
section 5 hereof, and (d) the par value of the capital
stock of the Federal National Mortgage Association
plus the amount of its surplus paid in by the Recon-
struction Finance Corporation;

(4) the function of issuing notes or other obligations
to the Secretary of the Treasury, which may be pur-
chased by the Secretary, under section 7 of the Recon-
struction Finance Corporation Act, as amended [15
U.S.C. 606], in an amount not in excess of that nec-
essary to finance at any one time the outstanding bal-
ances of the investments, loans, and purchases held by
the Federal National Mortgage Association, taking
into consideration other balance-sheet items;

(5) except as otherwise provided in this reorganiza-
tion plan, all other functions of the Reconstruction Fi-
nance Corporation (including functions of the Board of
Directors of such Corporation and functions of the
Chairman of the Board of Directors of such Corpora-
tion) with respect to the Federal National Mortgage
Association; and

(6) all functions of the Federal Housing Commissioner
with respect to the Federal National Mortgage Associa-
tion.

SEC. 3. BOARD OF DIRECTORS AND OFFICERS

Functions with respect to serving, including eligi-
bility to serve, as members of the Board of Directors of
the Federal National Mortgage Association and as offi-
cers of such Association are hereby transferred from
the members of the Board of Directors of, and from the
officers and employees of, the Reconstruction Finance
Corporation to the officers and employees of the Hous-
ing and Home Finance Agency (including those of the
constituent agencies of the Housing and Home Finance
Agency.)

SEC. 4. PERFORMANCE OF FUNCTIONS OF
ADMINISTRATOR

The Housing and Home Finance Administrator may
from time to time make such provisions as he shall
deem appropriate authorizing the performance by any
other officer, or by any agency or employee, of the
Housing and Home Finance Agency of any function
transferred to such Administrator by the provisions of
this reorganization plan.

SEC. 5. TRANSFER OF RECORDS, PROPERTY, PERSONNEL,
AND FUNDS

There are hereby transferred with the functions
transferred by this reorganization plan, respectively,
all of the assets, liabilities, contracts, property,
records, and unexpended balances of authorizations, al-
locations and other funds, available or to be made
available, of the Federal National Mortgage Associa-
tion, and so much of the assets, liabilities, contracts,
property, records, personnel, and unexpended balances
of authorizations, allocations, and other funds, avail-
able or to be made available, of the Reconstruction Fi-
nance Corporation and relating to functions transferred
by the provisions of this reorganization plan, as the Di-
rector of the Bureau of the Budget shall determine to
be necessary for the administration of such functions,
excluding, however, (1) the members of the Board of Di-
rectors of the Federal National Mortgage Association
in office immediately prior to the taking effect of the
provisions of this reorganization plan, and (2) the offi-
cers of the Association then in office. Such further
measures and dispositions as the Director of the Bu-
reau of the Budget shall determine to be necessary in
order to effectuate the transfers provided for in this
section shall be carried out in such manner as the Di-
rector shall direct and by such agencies as he shall des-
ignate.

SEC. 6. EFFECTIVE DATE

The provisions of this reorganization plan shall take
effect 60 days after they would take effect under sec-
tion 6(a) of the Reorganization Act of 1949 in the ab-
sence of this section [Eff. date July 9, 1950, in operation
Sept. 7, 1950].

[Housing and Home Finance Agency lapsed and func-
tions were transferred to Secretary of Housing and
Urban Development, see section 9(c) of Pub. L. 89–174,
Sept. 9, 1965, 79 Stat. 670, set out as a note under 42
U.S.C. 3531.]

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1709, 1715z–14,
1717a, 1723a, 1723c, 4542 of this title; title 26 section 895;
title 42 sections 291j–7, 300q–2.

§ 1717a. Prohibition against sale of obligations by
Federal departments and agencies after June
30, 1966, without compliance with require-
ments of section 1717(c) of this title or with-
out approval by Secretary of the Treasury;
exemption

After June 30, 1966, no department or agency
listed in section 1717(c)(2) of this title may sell
any obligation held by it except as provided in
section 1717(c) of this title, or as approved by
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the Secretary of the Treasury, except that this
prohibition shall not apply to the Government
National Mortgage Association.

(Pub. L. 89–429, § 6(b), May 24, 1966, 80 Stat. 167;
Pub. L. 90–448, title VIII, § 807(g), Aug. 1, 1968, 82
Stat. 545.)

CODIFICATION

Section was enacted as a part of the Participation
Sales Act of 1966, and not as a part of the National
Housing Act, which comprises this chapter or the Fed-
eral National Mortgage Association Charter Act which
comprises this subchapter.

AMENDMENTS

1968—Pub. L. 90–448 substituted ‘‘the Government Na-
tional Mortgage Association’’ for ‘‘secondary market
operations carried on by the Federal National Mort-
gage Association’’.

EFFECTIVE DATE OF 1968 AMENDMENT

For effective date of amendment by Pub. L. 90–448,
see section 808 of Pub. L. 90–448, set out as an Effective
Date note under section 1716b of this title.

§ 1718. Capitalization of Federal National Mort-
gage Association

(a) Common stock; preferred stock; transfer-
ability of shares

The corporation shall have common stock,
without par value, which shall be vested with all
voting rights, each share being entitled to one
vote with rights of cumulative voting at all
elections of directors. The corporation may
eliminate such rights of cumulative voting by a
resolution adopted by its board of directors and
approved by the holders of a majority of the
shares of common stock voting in person or by
proxy at the annual meeting, or other special
meeting, at which such resolution is considered.
The corporation may have preferred stock on
such terms and conditions as the board of direc-
tors shall prescribe. The free transferability of
the stock at all times to any person, firm, cor-
poration, or other entity shall not be restricted
except that, as to the corporation, it shall be
transferable only on the books of the corpora-
tion. The corporation may issue shares of com-
mon stock in return for appropriate payments
into capital or capital and surplus.
(b) Fees and charges; annual transfer of earnings

to general surplus account
(1) The corporation may impose charges or

fees, which may be regarded as elements of pric-
ing, with the objective that all costs and ex-
penses of the operations of the corporation
should be within its income derived from such
operations and that such operations should be
fully self-supporting.

(2) All earnings from the operations of the cor-
poration shall annually be transferred to the
general surplus account of the corporation. At
any time, funds of the general surplus account
may, in the discretion of the board of directors,
be transferred to reserves.
(c) Capital distributions from general surplus ac-

count; minimum capitalization levels
(1) Except as provided in paragraph (2), the

corporation may make such capital distribu-
tions (as such term is defined in section 4502 of

this title) as may be declared by the board of di-
rectors. All capital distributions shall be
charged against the general surplus account of
the corporation.

(2) The corporation may not make any capital
distribution that would decrease the total cap-
ital of the corporation (as such term is defined
in section 4502 of this title) to an amount less
than the risk-based capital level for the corpora-
tion established under section 4611 of this title
or that would decrease the core capital of the
corporation (as such term is defined in section
4502 of this title) to an amount less than the
minimum capital level for the corporation es-
tablished under section 4612 of this title, with-
out prior written approval of the distribution by
the Director of the Office of Federal Housing En-
terprise Oversight of the Department of Housing
and Urban Development.
(d) Institutions eligible to purchase stock

Notwithstanding any other provision of law,
any institution, including a national bank or
State member bank of the Federal Reserve Sys-
tem or any member of the Federal Deposit In-
surance Corporation, trust company, or other
banking organization, organized under any law
of the United States, including the laws relating
to the District of Columbia, shall be authorized
to purchase shares of common stock of the cor-
poration and to hold or dispose of such stock,
subject to the provisions of this subchapter.

(June 27, 1934, ch. 847, title III, § 303, 48 Stat. 1254;
Feb. 3, 1938, ch. 13, § 7, 52 Stat. 24; July 1, 1948,
ch. 784, § 1, 62 Stat. 1206; Aug. 2, 1954, ch. 649, title
II, § 201, 68 Stat. 613; Aug. 7, 1956, ch. 1029, title
II, § 202, 70 Stat. 1096; Pub. L. 85–10, § 1(a), (b),
Mar. 27, 1957, 71 Stat. 7; Pub. L. 85–104, title II,
§§ 201, 202, July 12, 1957, 71 Stat. 298; Pub. L.
87–70, title VI, § 603(b), (c), June 30, 1961, 75 Stat.
176; Pub. L. 89–117, title X, § 1004(b), Aug. 10, 1965,
79 Stat. 501; Pub. L. 89–566, § 2, Sept. 10, 1966, 80
Stat. 738; Pub. L. 90–19, § 1(j)(2), (l), May 25, 1967,
81 Stat. 18; Pub. L. 90–448, title VIII, § 802 (i)–(n),
(s), Aug. 1, 1968, 82 Stat. 537, 538; Pub. L. 91–609,
title IX, § 902, Dec. 31, 1970, 84 Stat. 1808; Pub. L.
93–383, title VIII, § 806(g)–(i), Aug. 22, 1974, 88
Stat. 727, 728; Pub. L. 97–320, title VII, § 707(a),
Oct. 15, 1982, 96 Stat. 1540; Pub. L. 100–242, title
IV, § 442, Feb. 5, 1988, 101 Stat. 1921; Pub. L.
102–550, title XIII, § 1381(d), Oct. 28, 1992, 106 Stat.
3995.)

AMENDMENTS

1992—Subsec. (a). Pub. L. 102–550, § 1381(d)(1), inserted
at end ‘‘The corporation may issue shares of common
stock in return for appropriate payments into capital
or capital and surplus.’’

Subsecs. (b), (c). Pub. L. 102–550, § 1381(d)(2), added
subsecs. (b) and (c) and struck out former subsec. (b)
which related to accumulation of surplus, fees and
charges, and transfer of surplus funds to reserves and
former subsec. (c) which related to issuance of common
stock for capital contributions and payment of divi-
dends.

Subsecs. (d), (f). Pub. L. 102–550, § 1381(d)(3), (4), redes-
ignated subsec. (f) as (d), struck out ‘‘to make pay-
ments to the corporation of the nonrefundable capital
contributions referred to in subsection (b) of this sec-
tion, to receive stock of the corporation evidencing
such capital contributions,’’ after ‘‘shall be author-
ized’’, and substituted ‘‘shares of common stock of the
corporation’’ for ‘‘additional shares of such stock,’’.
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1988—Subsec. (a). Pub. L. 100–242 inserted after first
sentence ‘‘The corporation may eliminate such rights
of cumulative voting by a resolution adopted by its
board of directors and approved by the holders of a ma-
jority of the shares of common stock voting in person
or by proxy at the annual meeting, or other special
meeting, at which such resolution is considered.’’

1982—Subsec. (a). Pub. L. 97–320, § 707(a)(1), inserted
provision that the corporation may have preferred
stock on such terms and conditions as the board of di-
rectors shall prescribe.

Pub. L. 97–320, § 707(a)(2), struck out ‘‘common’’ be-
fore ‘‘stock at all times’’.

1974—Subsec. (a). Pub. L. 93–383, § 806(g), struck out
provisions relating to issuance, par value, retirement,
etc., of nonvoting preferred stock.

Subsec. (c). Pub. L. 93–383, § 806(h), substituted provi-
sions relating to purchases subsequent to Sept. 1, 1968,
for provisions relating to purchases subsequent to the
effective date established under section 808 of the Hous-
ing and Urban Development Act of 1968, and struck out
provisions relating to retirement of all outstanding
preferred stock.

Subsec. (d). Pub. L. 93–383, § 806(i), struck out subsec.
(d) authorizing issuance of preferred stock to Secretary
of the Treasury.

Subsec. (e). Pub. L. 93–383, § 806(i), struck out subsec.
(e) relating to exchange of preferred stock delivered to
Secretary of the Treasury pursuant to subsec. (d) of
this section.

1970—Subsec. (b). Pub. L. 91–609 substituted ‘‘may ac-
cumulate’’ and ‘‘private sources’’ for ‘‘shall accumu-
late’’ and ‘‘private and other sources’’, respectively,
struck out ‘‘nor less than 1 per centum’’ after ‘‘2 per
centum’’, and inserted ‘‘with the approval of the Sec-
retary of Housing and Urban Development’’ after ‘‘as
determined from time to time by the corporation’’.

1968—Subsec. (a). Pub. L. 90–448, § 802(i), (s)(1),
changed common stock of the Association from non-
voting common stock with a par value of $100 to com-
mon stock, without par value, vested with all voting
rights and each share entitled to one vote with rights
of cumulative voting at all elections of directors, pro-
vided that the free transferability of the common stock
shall not be restricted except that, as to the corpora-
tion, it shall be transferable only on the books of the
corporation, struck out provisions which permitted re-
tirement of the preferred stock only out of funds of the
capital surplus and the general surplus accounts of the
Association, and which prohibited retirements of com-
mon stock if, as a consequence, the amount thereof re-
maining outstanding would be less than $100,000,000,
and substituted provisions requiring retirement of pre-
ferred stock to be made as rapidly as possible subse-
quent to the effective date of section 808 of the Housing
and Urban Development Act of 1968, for provisions
which required retirement as rapidly as the Association
shall deem feasible, and ‘‘corporation’’ for ‘‘Associa-
tion’’ in six places.

Subsec. (b). Pub. L. 90–448, § 802(j), (s)(1), substituted
‘‘corporation’’ for ‘‘Association’’ in six places, and
‘‘fees, which may be regarded as elements of pricing,
with’’ for ‘‘fees for its services with’’, and struck out
sentence which stated this subsection shall be subject
to the exceptions set forth in section 1722 of this title.

Subsec. (c). Pub. L. 90–448, § 802(k), (s)(1), substituted
‘‘corporation’’ for ‘‘Association’’ in five places, and
‘‘the aggregate amount of cash dividends paid on ac-
count of any share of such stock shall not exceed any
rate which may be determined from time to time by
the Secretary of Housing and Urban Development to be
a fair rate of return after consideration of the current
earnings and capital condition of the corporation’’ for
‘‘the general surplus account of the Association shall
not be reduced through the payment of dividends appli-
cable to such common stock which exceed in the aggre-
gate 5 per centum of the par value of the outstanding
common stock of the Association’’, inserted provisions
authorizing the corporation to issue additional shares
in return for appropriate payments into capital or cap-

ital and surplus, directing the corporation to require
each services of its mortgages to own a minimum
amount of common stock of the corporation, and pre-
scribing the minimum amount, and struck out provi-
sions which related to issuance of common stock only
in denominations of $100 or multiples thereof.

Subsec. (d). Pub. L. 90–448, § 802(l), (s), substituted
‘‘corporation’’ for ‘‘Association’’ in six places, and
‘‘corporation’s’’ for ‘‘Association’s’’, and inserted provi-
sions prohibiting issuance of preferred stock subse-
quent to the effective date established pursuant to sec-
tion 808 of the Housing and Urban Development Act of
1968.

Subsec. (e). Pub. L. 90–448, § 802(s), substituted ‘‘cor-
poration’’ for ‘‘Association’’ in four places, and ‘‘cor-
poration’s’’ for ‘‘Association’s’’.

Subsec. (f). Pub. L. 90–448, § 802(m), (s)(1), substituted
‘‘corporation’’ for ‘‘Association’’ in two places and in-
serted provisions authorizing purchase of additional
shares of stock of the corporation.

Subsec. (g). Pub. L. 90–448, § 802(n), repealed subsec.
(g) which directed Secretary of Housing and Urban De-
velopment to transmit recommendations for eventual
transfer of operations to private shareholders.

1967—Subsec. (a). Pub. L. 90–19, § 1(j)(2), substituted
‘‘Secretary of the Treasury’s’’ for ‘‘Secretary’s’’ in last
sentence.

Subsec. (g). Pub. L. 90–19, § 1(l), substituted ‘‘Sec-
retary of Housing and Urban Development’’ for ‘‘Hous-
ing and Home Finance Administrator’’.

1966—Subsec. (d). Pub. L. 89–566, § 2(a), raised from
$115,000,000 to $225,000,000 the amount of the par value of
the preferred stock of the Association which the Sec-
retary of the Treasury is authorized and directed to ac-
cept in addition to the original $21,000,000.

Subsec. (e). Pub. L. 89–566, § 2(b), substituted
‘‘$225,000,000’’ for ‘‘$115,000,000’’ in second sentence.

1965—Subsec. (b). Pub. L. 89–117 inserted ‘‘other’’
sources to private sources as the areas from which the
Association shall accumulate funds for its capital sur-
plus account.

1961—Subsec. (b). Pub. L. 87–70, § 603(b), directed the
Association to require each borrower to make pay-
ments, equal to not more than one-half of one per cen-
tum of the amount lent to the borrower under section
1719 of this title.

Subsec. (c). Pub. L. 87–70, § 603(c), required issuance of
stock to borrowers and inserted ‘‘(adjusted by reason of
any payments into surplus required by the Associa-
tion)’’.

1957—Subsec. (b). Pub. L. 85–104, § 201, substituted pro-
visions which fixed capital contributions payments at
maximum of 2 percent and minimum of 1 percent of un-
paid principal amounts of mortgages purchased or to be
purchased under section 1719 of this title, for former
provisions which provided for capital contributions
payments equal to 2 percent of the unpaid principal
amounts of mortgages purchased by the Association or
equal to such greater or lesser percentage but not less
than 1 percent, as the Association might determine.

Subsec. (d). Pub. L. 85–104, § 202(a), substituted
‘‘$115,000,000’’ for ‘‘$50,000,000’’ in second sentence.

Pub. L. 85–10, § 1(a), inserted sentence directing Sec-
retary of the Treasury to accept additional $50,000,000
of preferred stock issued by Association.

Subsec. (e). Pub. L. 85–104, § 202(b), substituted
‘‘$115,000,000’’ for ‘‘$50,000,000’’ in second sentence.

Pub. L. 85–10, § 1(b), inserted ‘‘the first sentence of’’
before ‘‘subsection (d)’’ in first sentence, and inserted
sentence providing that Association stock delivered to
Treasury pursuant to second sentence of subsec. (d) of
this section be in exchange for Association notes of
$50,000,000.

1956—Subsec. (b). Act Aug. 7, 1956, substituted provi-
sions which required mortgage sellers to make con-
tributions equal to not more than 2 percent of the un-
paid principal amount of mortgages or greater or lesser
percentage as the Association may determine, but not
less than 1 percent, for former provisions that contribu-
tions equal 3 percent of the unpaid amount of the mort-
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1 See References in Text note below.

gages or such greater percentage as from time to time
the Association may determine.

1954—Act Aug. 2, 1954, amended section generally to
substitute provisions relating to capitalization (for-
merly covered in section 1716 of this title) and to gen-
eral financial arrangements and operations for provi-
sions relating merely to use and investment of moneys
not invested in mortgages or in operating facilities
(such provisions now being covered by section 1723b of
this title), and the maintenance of necessary reserves.

1948—Act July 1, 1948, made section applicable to the
Association instead of to any of the national mortgage
associations.

1938—Act Feb. 3, 1938, inserted ‘‘or in bonds or other
obligations’’ and inserted ‘‘and may purchase in the
open market notes, bonds, debentures, or such other
obligations issued under section 1717 of this title’’.

EFFECTIVE DATE OF 1968 AMENDMENT

For effective date of amendment by title VIII of Pub.
L. 90–448, see section 808 of Pub. L. 90–448, set out as an
Effective Date note under section 1716b of this title.

SPECIAL ASSISTANCE FUNDS OF ASSOCIATION FOR
FINANCING LOW-COST HOMES

Section 1006 of Pub. L. 89–754, title X, Nov. 3, 1966, 80
Stat. 1285, provided that the Congress found that the
sharp decline in new home construction over the past
year threatened to undercut the present high level of
prosperity and employment as such declines had in the
past; that the substantial reduction which had taken
place had its greatest impact on families of modest in-
come who were seeking to achieve the goal of home-
ownership; that this decline in homebuilding was due
primarily to the shortage of mortgage financing on
terms which moderate income families could afford;
and that national policy objectives in the field of hous-
ing and community development were thereby being
thwarted. The Congress therefore expressed its intent
that the special assistance funds made available to the
Federal National Mortgage Association for the financ-
ing of new low-cost homes by the Act of September 10,
1966 (Public Law 89–556) [amending sections 1718, 1719,
and 1720 of this title], should be released immediately
to halt the continuing decline in the construction of
new homes for families of moderate incomes.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1717, 1721, 4513
of this title; title 26 sections 162, 1054.

§ 1719. Secondary market operations

(a) Purchase and sale of mortgages; secondary
market operations; advance of funds or origi-
nation of loans; settlement or extinguishment
of borrower�s rights

(1) To carry out the purposes set forth in para-
graph (a) 1 of section 1716 of this title, the oper-
ations of the corporation under this section
shall be confined, so far as practicable, to mort-
gages which are deemed by the corporation to be
of such quality, type, and class as to meet, gen-
erally, the purchase standards imposed by pri-
vate institutional mortgage investors. In the in-
terest of assuring sound operation, the prices to
be paid by the corporation for mortgages pur-
chased in its secondary market operations under
this section, should be established, from time to
time, within the range of market prices for the
particular class of mortgages involved, as deter-
mined by the corporation. The volume of the
corporation’s purchases and sales, and the estab-
lishment of the purchase prices, sale prices, and

charges or fees, in its secondary market oper-
ations under this section, should be determined
by the corporation from time to time, and such
determinations should be consistent with the
objectives that such purchases and sales should
be effected only at such prices and on such
terms as will reasonably prevent excessive use
of the corporation’s facilities, and that the oper-
ations of the corporation under this section
should be within its income derived from such
operations and that such operations should be
fully self-supporting. Nothing in this subchapter
shall prohibit the corporation from purchasing,
and making commitments to purchase, any
mortgage with respect to which the Secretary of
Housing and Urban Development has entered
into a contract with the corporation to make in-
terest subsidy payments under section 1715z–8 of
this title.

(2) The volume of the corporation’s lending ac-
tivities and the establishment of its loan ratios,
interest rates, maturities, and charges or fees,
in its secondary market operations under this
section, should be determined by the corpora-
tion from time to time; and such determina-
tions, in conjunction with determinations made
under paragraph (1), should be consistent with
the objectives that the lending activities should
be conducted on such terms as will reasonably
prevent excessive use of the corporation’s facili-
ties, and that the operations of the corporation
under this section should be within its income
derived from such operations and that such op-
erations should be fully self-supporting. The cor-
poration shall not be permitted to use its lend-
ing authority (A) to advance funds to a mort-
gage seller on an interim basis, using mortgage
loans as collateral, pending the sale of the mort-
gages in the secondary market; or (B) to origi-
nate mortgage loans. Notwithstanding any Fed-
eral, State, or other law to the contrary, the
corporation is empowered, in connection with
any loan under this section, whether before or
after any default, to provide by contract with
the borrower for the settlement or extinguish-
ment, upon default, of any redemption, equi-
table, legal, or other right, title, or interest of
the borrower in any mortgage or mortgages that
constitute the security for the loan; and with re-
spect to any such loan, in the event of default
and pursuant otherwise to the terms of the con-
tract, the mortgages that constitute such secu-
rity shall become the absolute property of the
corporation.
(b) Obligations of the Corporation

For the purposes of this section, the corpora-
tion is authorized to issue, upon the approval of
the Secretary of the Treasury, and have out-
standing at any one time obligations having
such maturities and bearing such rate or rates
of interest as may be determined by the corpora-
tion with the approval of the Secretary of the
Treasury, to be redeemable at the option of the
corporation before maturity in such manner as
may be stipulated in such obligations. The cor-
poration shall insert appropriate language in all
of its obligations issued under this subsection
clearly indicating that such obligations, to-
gether with the interest thereon, are not guar-
anteed by the United States and do not con-
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stitute a debt or obligation of the United States
or any agency or instrumentality thereof other
than the corporation. The corporation is author-
ized to purchase in the open market any of its
obligations outstanding under this subsection at
any time and at any price.
(c) Purchase of obligations by Treasury; condi-

tions and restrictions
The Secretary of the Treasury is authorized in

the Secretary’s discretion to purchase any obli-
gations issued pursuant to subsection (b) of this
section, as now or hereafter in force, and for
such purpose the Secretary of the Treasury is
authorized to use as a public debt transaction
the proceeds of the sale of any securities here-
after issued under chapter 31 of title 31, and the
purposes for which securities may be issued
under chapter 31 of title 31 are extended to in-
clude such purchases. The Secretary of the
Treasury shall not at any time purchase any ob-
ligations under this subsection if such purchase
would increase the aggregate principal amount
of the Secretary’s then outstanding holdings of
such obligations under this subsection to an
amount greater than $2,250,000,000. Each pur-
chase of obligations by the Secretary of the
Treasury under this subsection shall be upon
such terms and conditions as to yield a return at
a rate determined by the Secretary of the Treas-
ury, taking into consideration the current aver-
age rate on outstanding marketable obligations
of the United States as of the last day of the
month preceding the making of such purchase.
The Secretary of the Treasury may, at any time,
sell, upon such terms and conditions and at such
price or prices as the Secretary shall determine,
any of the obligations acquired by the Secretary
under this subsection. All redemptions, pur-
chases, and sales by the Secretary of the Treas-
ury of such obligations under this subsection
shall be treated as public debt transactions of
the United States.
(d) Mortgage-backed securities; issuance; matu-

rities; rates of interest; exempt securities;
adequacy of mortgages to permit principal
and interest payments; statement in securi-
ties

To provide a greater degree of liquidity to the
mortgage investment market and an additional
means of financing its operations under this sec-
tion, the corporation is authorized to set aside
any mortgages held by it under this section,
and, upon approval of the Secretary of the
Treasury, to issue and sell securities based upon
the mortgages so set aside. Securities issued
under this subsection may be in the form of debt
obligations or trust certificates of beneficial in-
terest, or both. Securities issued under this sub-
section shall have such maturities and bear such
rate or rates of interest as may be determined
by the corporation with the approval of the Sec-
retary of the Treasury. Securities issued by the
corporation under this subsection shall, to the
same extent as securities which are direct obli-
gations of or obligations guaranteed as to prin-
cipal and interest by the United States, be
deemed to be exempt securities within the
meaning of laws administered by the Securities
and Exchange Commission. Mortgages set aside
pursuant to this subsection shall at all times be

adequate to enable the corporation to make
timely principal and interest payments on the
securities issued and sold pursuant to this sub-
section. The corporation shall insert appropriate
language in all of the securities issued under
this subsection clearly indicating that such se-
curities, together with the interest thereon, are
not guaranteed by the United States and do not
constitute a debt or obligation of the United
States or any agency or instrumentality thereof
other than the corporation.
(e) Subordinated or convertible obligations; issu-

ance; maturities; rate of interest; redemp-
tion; exempt securities; debt or obligation of
United States; purchases in open market

For the purposes of this section, the corpora-
tion is authorized to issue, upon the approval of
the Secretary of the Treasury, obligations which
are subordinated to any or all other obligations
of the corporation, including subsequent obliga-
tions. The obligations issued under this sub-
section shall have such maturities and bear such
rate or rates of interest as may be determined
by the corporation with the approval of the Sec-
retary of the Treasury and may be made re-
deemable at the option of the corporation before
maturity in such manner as may be stipulated
in such obligations. Any of such obligations may
be made convertible into shares of common
stock in such manner, at such price or prices,
and at such time or times as may be stipulated
therein. Obligations issued by the corporation
under this subsection shall, to the same extent
as securities which are direct obligations of or
obligations guaranteed as to principal or inter-
est by the United States, be deemed to be ex-
empt securities within the meaning of laws ad-
ministered by the Securities and Exchange Com-
mission. The corporation shall insert appro-
priate language in all of its obligations issued
under this subsection clearly indicating that
such obligations, together with the interest
thereon, are not guaranteed by the United
States and do not constitute a debt or obligation
of the United States or of any agency or instru-
mentality thereof other than the corporation.
The corporation is authorized to purchase in the
open market any of its obligations outstanding
under this subsection at any time and at any
price.
(f) Prohibition on assessment or collection of fee

or charge by United States
Except for fees paid pursuant to section

1723a(g) of this title and assessments pursuant
to section 4516 of this title, no fee or charge may
be assessed or collected by the United States
(including any executive department, agency, or
independent establishment of the United States)
on or with regard to the purchase, acquisition,
sale, pledge, issuance, guarantee, or redemption
of any mortgage, asset, obligation, trust certifi-
cate of beneficial interest, or other security by
the corporation. No provision of this subsection
shall affect the purchase of any obligation by
the Secretary of the Treasury pursuant to sub-
section (c) of this section.

(June 27, 1934, ch. 847, title III, § 304, 48 Stat. 1254;
July 1, 1948, ch. 784, § 1, 62 Stat. 1206; Aug. 2, 1954,
ch. 649, title II, § 201, 68 Stat. 615; Aug. 7, 1956, ch.
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1029, title II, §§ 203, 204, 70 Stat. 1096; Pub. L.
85–10, § 1(c), Mar. 27, 1957, 71 Stat. 7; Pub. L.
85–104, title II, § 203, July 12, 1957, 71 Stat. 298;
Pub. L. 86–372, title III, §§ 302, 305(a), Sept. 23,
1959, 73 Stat. 669, 670; Pub. L. 87–70, title VI,
§ 603(d), (e), June 30, 1961, 75 Stat. 176, 177; Pub.
L. 88–560, title VII, §§ 701(b)(2), 703, 704, Sept. 2,
1964, 78 Stat. 800, 802; Pub. L. 89–566, § 1, Sept. 10,
1966, 80 Stat. 738; Pub. L. 89–754, title X, § 1007,
Nov. 3, 1966, 80 Stat. 1285; Pub. L. 90–448, title
VIII, §§ 802(p)–(s), 804(a), 805, Aug. 1, 1968, 82 Stat.
538, 542, 543; Pub. L. 91–351, title V, § 504, July 24,
1970, 84 Stat. 461; Pub. L. 93–383, title VIII,
§ 806(j), Aug. 22, 1974, 88 Stat. 728; Pub. L. 97–320,
title VII, § 707(b), Oct. 15, 1982, 96 Stat. 1540; Pub.
L. 98–479, title II, § 203(a)(1), Oct. 17, 1984, 98 Stat.
2229; Pub. L. 100–242, title IV, § 441(a), Feb. 5,
1988, 101 Stat. 1921; Pub. L. 101–73, title VII,
§ 731(m)(2), Aug. 9, 1989, 103 Stat. 436; Pub. L.
102–550, title XIII, § 1381(e)–(g), (s)(2), Oct. 28,
1992, 106 Stat. 3996, 4001.)

REFERENCES IN TEXT

Paragraph (a) of section 1716 of this title, referred to
in subsec. (a)(1), was repealed by Pub. L. 101–73, title
VII, § 731(m)(1)(A), Aug. 9, 1989, 103 Stat. 435. See section
1716(3) of this title.

AMENDMENTS

1992—Subsec. (b). Pub. L. 102–550, § 1381(e)(1), sub-
stituted a period for ‘‘; but the aggregate amount of ob-
ligations of the corporation under this subsection out-
standing at any one time shall not exceed fifteen times
the sum of its capital, capital surplus, general surplus,
reserves, and undistributed earnings unless a greater
ratio shall be fixed at any time or from time to time
by the Secretary of Housing and Urban Development.
In no event shall any such obligations be issued if, at
the time of such proposed issuance, and as a con-
sequence thereof, the resulting aggregate amount of its
outstanding obligations under this subsection would
exceed the amount of the corporation’s ownership pur-
suant to this section, free from any liens or encum-
brances, of cash, mortgages or other security holdings,
and obligations of the United States or guaranteed
thereby, or obligations, participations, or other instru-
ments which are lawful investments for fiduciary,
trust, or public funds.’’ after ‘‘in such obligations’’.

Subsec. (c). Pub. L. 102–550, § 1381(s)(2), substituted
‘‘the Secretary’s’’ for ‘‘his’’ in two places, ‘‘the Sec-
retary’’ for ‘‘he’’ after ‘‘such price or prices as’’, and
‘‘the Secretary’’ for ‘‘him’’ after ‘‘the obligations ac-
quired by’’.

Subsec. (d). Pub. L. 102–550, § 1381(f), inserted at end
‘‘The corporation shall insert appropriate language in
all of the securities issued under this subsection clearly
indicating that such securities, together with the inter-
est thereon, are not guaranteed by the United States
and do not constitute a debt or obligation of the United
States or any agency or instrumentality thereof other
than the corporation.’’

Subsec. (e). Pub. L. 102–550, § 1381(e)(2), struck out
after third sentence ‘‘The outstanding total principal
amount of such obligations, which are entirely subordi-
nated to the obligations of the corporation issued or to
be issued under subsection (b) of this section, shall be
deemed to be capital of the corporation for the purpose
of determining the aggregate amount of obligations is-
sued under subsection (b) of this section which may be
outstanding at any one time.’’

Subsec. (f). Pub. L. 102–550, § 1381(g), inserted ‘‘of this
title and assessments pursuant to section 4516 of this
title’’ in first sentence.

1989—Subsec. (a)(2). Pub. L. 101–73 inserted after third
sentence ‘‘The corporation shall not be permitted to
use its lending authority (A) to advance funds to a
mortgage seller on an interim basis, using mortgage

loans as collateral, pending the sale of the mortgages
in the secondary market; or (B) to originate mortgage
loans.’’ and struck out first two sentences which read
as follows: ‘‘In the further interest of assuring sound
operation, any loan made by the corporation in its sec-
ondary market operations under this section, and any
extension or renewal thereof, shall not exceed 90 per
centum of the unpaid principal balances of the mort-
gages securing the loan, and shall bear interest at a
rate consistent with general loan policies established
from time to time by the corporation’s board of direc-
tors. Any such loan shall mature in not more than
twelve months and the term of any extension or re-
newal shall not exceed twelve months.’’

1988—Subsec. (f). Pub. L. 100–242 added subsec. (f).
1984—Subsec. (c). Pub. L. 98–479 substituted ‘‘chapter

31 of title 31’’ for ‘‘the Second Liberty Bond Act, as now
or hereafter in force’’ in two places.

1982—Subsec. (e). Pub. L. 97–320 struck out provision
that the total principal amount of subordinated obliga-
tions which could be outstanding at any one time could
not exceed two times the sum of (1) the capital of the
corporation represented by its outstanding common
stock and (2) its surplus and undistributed earnings at
such time.

1974—Subsec. (a)(1). Pub. L. 93–383 substituted ‘‘sec-
tion 243 of the National Housing Act’’, classified to sec-
tion 1715z–8 of this title, for ‘‘section 502 of the Emer-
gency Home Finance Act of 1970’’, which enacted such
section 1715z–8. For purposes of amendment of subsec.
(a)(1) of this section no change in text was required.

1970—Subsec. (a)(1). Pub. L. 91–351 inserted provision
that nothing in this subchapter shall prohibit the cor-
poration from purchasing, and making commitments to
purchase, any mortgage with respect to which the Sec-
retary of Housing and Urban Development has entered
into a contract with the corporation to make interest
subsidy payments pursuant to section 1715z–8 of this
title.

1968—Subsec. (a)(1). Pub. L. 90–448, § 802(p), (s), sub-
stituted ‘‘corporation’’ for ‘‘Association’’ in six places,
and ‘‘corporation’s’’ for ‘‘Association’s’’ in two places,
and struck out provisions which prohibited the Asso-
ciation from purchasing any mortgage insured or guar-
anteed prior to Aug. 2, 1954.

Subsec. (a)(2). Pub. L. 90–448, § 802(s), substituted
‘‘corporation’’ for ‘‘Association’’ in five places, and
‘‘corporation’s’’ for ‘‘Association’s’’, in three places.

Subsec. (b). Pub. L. 90–448, § 802(q), (s), substituted
‘‘corporation’’ for ‘‘Association’’ in seven places, and
‘‘corporation’s’’ for ‘‘Association’s’’, and inserted provi-
sions permitting the Secretary to establish a greater
ratio than fifteen times for the aggregate amount of
obligations outstanding.

Subsec. (c). Pub. L. 90–448, § 802(r), struck out provi-
sions which prohibited the Secretary of the Treasury
from purchasing obligations under this subsection if all
of the preferred stock of the Association held by him
has been retired.

Subsec. (d). Pub. L. 90–448, § 804(a), added subsec. (d).
A prior subsec. (d) was repealed by Pub. L. 88–560.

Subsec. (e). Pub. L. 90–448, § 805, added subsec. (e).
1966—Subsec. (a)(1). Pub. L. 89–754 struck out require-

ment that Association’s advance commitments to pur-
chase mortgages in its secondary market operations be
issued at prices which are sufficient to facilitate home
financing, but which are sufficiently below the price
then offered by the Association for immediate purchase
to prevent excessive sales to the Association pursuant
to such commitments.

Subsec. (b). Pub. L. 89–566 raised limit on maximum
amount of obligations outstanding under the sub-
section from ten times the sum of capital, capital sur-
plus, general surplus, reserves, and undistributed earn-
ings to fifteen times that sum.

1964—Subsec. (a)(2). Pub. L. 88–560, § 703, substituted
‘‘90 per centum’’ for ‘‘80 per centum’’.

Subsec. (b). Pub. L. 88–560, § 701(b)(2), substituted ‘‘or
obligations, participations, or other instruments which
are lawful investments’’ for ‘‘or obligations which are
lawful investments’’.
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Subsec. (d). Pub. L. 88–560, § 704, repealed provisions
which prohibited the Association from purchasing par-
ticipations in its operations under this section.

1961—Subsec. (a). Pub. L. 87–70, § 603(d), designated ex-
isting provisions as par. (1) and added par. (2).

Subsec. (b). Pub. L. 87–70, § 603(e), inserted ‘‘or other
security holdings’’ after ‘‘mortgages’’.

1959—Subsec. (a). Pub. L. 86–372, § 302, substituted
‘‘home financing’’ for ‘‘advance planning of home con-
struction’’ after ‘‘sufficient to facilitate’’.

Subsec. (b). Pub. L. 86–372, § 305(a), substituted ‘‘and
obligations of the United States or guaranteed thereby,
or obligations which are lawful investments for fidu-
ciary, trust, or public funds’’ for ‘‘and bonds or other
obligations of, or bonds or other obligations guaranteed
as to principal and interest by, the United States’’.

1957—Subsec. (c). Pub. L. 85–104 substituted
‘‘$2,250,000,000’’ for ‘‘$1,350,000,000’’.

Pub. L. 85–10 substituted ‘‘$1,350,000,000’’ for
‘‘$500,000,000’’ plus an amount equal to the total of such
reductions in the maximum dollar amount prescribed
by section 1721(c) of this title as have theretofore been
effected pursuant to that section: Provided, That such
aggregate principal amount under this subsection shall
in no event exceed $1,000,000,000’’.

1956—Subsec. (a). Act Aug. 7, 1956, §§ 203, 204(a), sub-
stituted in second sentence ‘‘within the range of mar-
ket prices’’ for ‘‘at the market prices’’; and inserted
sentence that advance commitments to purchase mort-
gages in secondary market operations shall be issued
only at prices which are sufficient to facilitate advance
planning of home construction but sufficiently below
price then offered by Association for immediate pur-
chase to prevent excessive sales to the Association pur-
suant to such commitments.

Subsec. (d). Act Aug. 7, 1956, § 204(b), struck out provi-
sions prohibiting Association from making advance
contracts or commitments to purchase mortgages but
allowed Association to issue a purchase contract in an
amount not exceeding the amount of the sale of mort-
gages purchased from the Association, entitling the
holder to sell to the Association mortgages in the
amount of the contract, upon terms prescribed by the
Association.

1954—Act Aug. 2, 1954, amended section generally to
substitute new provisions (formerly covered in sections
1716 and 1717 of this title) for provisions which related
to exemption from taxation. See section 1723a(c) of this
title.

1948—Act July 1, 1948, amended section generally to
provide for exemption from taxation for the Associa-
tion.

EFFECTIVE DATE OF 1968 AMENDMENT

For effective date of amendment by title VIII of Pub.
L. 90–448, see section 808 of Pub. L. 90–448, set out as an
Effective Date note under section 1716b of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1716b, 1717, 1721,
4542 of this title.

§ 1720. Repealed. Pub. L. 98�181, title IV, § 483(a),
Nov. 30, 1983, 97 Stat. 1240

Section, acts June 27, 1934, ch. 847, title III, § 305, 48
Stat. 1254; July 1, 1948, ch. 784, § 1, 62 Stat. 1206; Apr. 20,
1950, ch. 94, title I, § 118, 64 Stat. 57; Aug. 2, 1954, ch. 649,
title II, § 201, 68 Stat. 616; Aug. 11, 1955, ch. 783, title I,
§ 103, title IV, § 402, 69 Stat. 636, 651; Aug. 7, 1956, ch.
1029, title II, §§ 205–208, 70 Stat. 1096; Pub. L. 85–10, § 2,
Mar. 27, 1957, 71 Stat. 8; Pub. L. 85–104, title II, §§ 204–207,
July 12, 1957, 71 Stat. 298; Pub. L. 85–364, §§ 2, 3(a), 4,
Apr. 1, 1958, 72 Stat. 73, 74; Pub. L. 86–372, title III,
§§ 303(a), 304, Sept. 23, 1959, 73 Stat. 669; Pub. L. 87–70,
title I, § 101(c), title VI, § 601(a), (b), June 30, 1961, 75
Stat. 153, 175, 176; Pub. L. 88–560, title I, § 109(b), Sept.
2, 1964, 78 Stat. 777; Pub. L. 89–117, title VIII, § 801, Aug.
10, 1965, 79 Stat. 493; Pub. L. 89–429, § 3(a), May 24, 1966,

80 Stat. 166; Pub. L. 89–566, § 3, Sept. 10, 1966, 80 Stat.
738; Pub. L. 89–754, title III, § 310(d), title X, §§ 1005,
1020(c), Nov. 3, 1966, 80 Stat. 1270, 1285, 1296; Pub. L.
90–19, § 1(a)(2), May 25, 1967, 81 Stat. 17; Pub. L. 90–448,
title II, § 201(g), title VIII, § 806, Aug. 1, 1968, 82 Stat. 503,
544; Pub. L. 91–152, § 2, title I, § 115, Dec. 24, 1969, 83 Stat.
379, 385; Pub. L. 91–351, title IV, § 401, July 24, 1970, 84
Stat. 458; Pub. L. 95–557, title III, § 318(b), Oct. 31, 1978,
92 Stat. 2101; Pub. L. 96–399, title III, § 338, Oct. 8, 1980,
94 Stat. 1657; Pub. L. 97–35, title III, § 333(a)(1), (2), Aug.
13, 1981, 95 Stat. 413, related to the special assistance
functions of the Government National Mortgage Asso-
ciation.

SAVINGS PROVISION

Section 483(b) of Pub. L. 98–181 provided that: ‘‘Any
purchase or commitment to purchase any mortgage
pursuant to section 305 or 313 of the Federal National
Mortgage Association Charter Act [former sections 1720
and 1723e of this title] made before the date of the en-
actment of this Act [Nov. 30, 1983], and the servicing
and disposition of any such mortgage, shall continue to
be governed by the provisions of such sections as they
existed immediately before the effective date of this
section [Nov. 30, 1983].’’

§ 1721. Management and liquidation functions of
Government National Mortgage Association

(a) Separate accountability of assets and liabil-
ities

To carry out the purposes set forth in para-
graph (c) 1 of section 1716 of this title, the Asso-
ciation is authorized and directed, as of the
close of the cutoff date determined by the Asso-
ciation pursuant to section 1718(d) 1 of this title,
to establish separate accountability for all of its
assets and liabilities (exclusive of capital, sur-
plus, surplus reserves, and undistributed earn-
ings to be evidenced by preferred stock as pro-
vided in section 1718(d) 1 of this title, but inclu-
sive of all rights and obligations under any out-
standing contracts), and to maintain such sepa-
rate accountability for the management and or-
derly liquidation of such assets and liabilities as
provided in this section.
(b) Issuance of obligations to expedite substi-

tution of private financing
For the purposes of this section and to assure

that, to the maximum extent, and as rapidly as
possible, private financing will be substituted
for Treasury borrowings otherwise required to
carry mortgages held under the aforesaid sepa-
rate accountability, the Association is author-
ized to issue, upon the approval of the Secretary
of the Treasury, and have outstanding at any
one time obligations having such maturities and
bearing such rate or rates of interest as may be
determined by the Association with the ap-
proval of the Secretary of the Treasury, to be
redeemable at the option of the Association be-
fore maturity in such manner as may be stipu-
lated in such obligations; but in no event shall
any such obligations be issued if, at the time of
such proposed issuance, and as a consequence
thereof, the resulting aggregate amount of its
outstanding obligations under this subsection
would exceed the amount of the Association’s
ownership under the aforesaid separate account-
ability, free from any liens or encumbrances, of
cash, mortgages, and obligations of the United
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States or guaranteed thereby, or obligations,
participations, or other instruments which are
lawful investments for fiduciary, trust or public
funds. The proceeds of any private financing ef-
fected under this subsection shall be paid to the
Secretary of the Treasury in reduction of the in-
debtedness of the Association to the Secretary
of the Treasury under the aforesaid separate ac-
countability. The Association shall insert appro-
priate language in all of its obligations issued
under this subsection clearly indicating that
such obligations, together with the interest
thereon, are not guaranteed by the United
States and do not constitute a debt or obligation
of the United States or of any agency or instru-
mentality thereof other than the Association.
The Association is authorized to purchase in the
open market any of its obligations outstanding
under this subsection at any time and at any
price.
(c) Cutoff date as controlling purchases; total

amount of mortgages and commitments
No mortgage shall be purchased by the Asso-

ciation in its operations under this section ex-
cept pursuant to and in accordance with the
terms of a contract or commitment to purchase
the same made prior to the cutoff date provided
for in section 1718(d) 1 of this title, which con-
tract or commitment became a part of the afore-
said separate accountability, and the total
amount of mortgages and commitments held by
the Association under this section shall not, in
any event, exceed $3,350,000,000: Provided, That
such maximum amount shall be progressively
reduced by the amount of cash realizations on
account of principal of mortgages held under the
aforesaid separate accountability and by can-
cellation of any commitments to purchase mort-
gages thereunder, as reflected by the books of
the Association, with the objective that the en-
tire aforesaid maximum amount shall be elimi-
nated with the orderly liquidation of all mort-
gages held under the aforesaid separate account-
ability: And provided further, That nothing in
this subsection shall preclude the Association
from granting such usual and customary in-
creases in the amounts of outstanding commit-
ments (resulting from increased costs or other-
wise) as have theretofore been covered by like
increases in commitments granted by the agen-
cies of the Federal Government insuring or
guaranteeing the mortgages. There shall be ex-
cluded from the total amounts set forth in this
subsection the amounts of any mortgages which,
subsequent to May 31, 1954, are transferred by
law to the Association and held under the afore-
said separate accountability.
(d) Issuance of obligations sufficient to carry out

functions; character; purchase
The Association may issue to the Secretary of

the Treasury its obligations in an amount out-
standing at any one time sufficient to enable
the Association to carry out its functions under
this section, such obligations to mature not
more than five years from their respective dates
of issue, to be redeemable at the option of the
Association before maturity in such manner as
may be stipulated in such obligations. Each
such obligation shall bear interest at a rate de-
termined by the Secretary of the Treasury, tak-

ing into consideration the current average rate
on outstanding marketable obligations of the
United States as of the last day of the month
preceding the issuance of the obligation of the
Association. The Secretary of the Treasury is
authorized to purchase any obligations of the
Association to be issued under this section, and
for such purpose the Secretary of the Treasury
is authorized to use as a public debt transaction
the proceeds from the sale of any securities is-
sued under chapter 31 of title 31, and the pur-
poses for which securities may be issued under
chapter 31 of title 31 are extended to include any
purchases of the Association’s obligations here-
under.
(e) Acquisition of mortgages offered by Secretary

of Housing and Urban Development
Notwithstanding any other provision of law,

the Association is authorized, under the afore-
said separate accountability, to make commit-
ments to purchase, and to purchase, service, or
sell any obligations offered to it by the Sec-
retary of Housing and Urban Development, or
any mortgages covering residential property of-
fered to it by any Federal instrumentality, or
the head thereof. These shall be excluded from
the total amounts set forth in subsection (c) of
this section the amounts of any obligations or
mortgages purchased by the Association pursu-
ant to this subsection.
(f) Transfer of funds

Notwithstanding any of the provisions of this
chapter or of any other law, an amount equal to
the net decrease for the preceding fiscal year in
the aggregate principal amount of all mortgages
owned by the Association under this section
shall, as of July 1 of each of the years 1961
through 1964, be transferred to and merged with
the authority provided under section 1720(a) 2 of
this title, and the amount of such authority as
specified in section 1720(c) 2 of this title shall be
increased by any amounts so transferred.
(g) Guarantee of principal and interest on trust

certificates and other securities; fees and
charges; subrogation; contract for extin-
guishment of right, title, or interest in mort-
gages; protection of interests; full faith and
credit; commitments limited; limitation on
fees or charges

(1) The Association is authorized, upon such
terms and conditions as it may deem appro-
priate, to guarantee the timely payment of prin-
cipal of and interest on such trust certificates or
other securities as shall (i) be issued by the cor-
poration under section 1719(d) of this title, or by
any other issuer approved for the purposes of
this subsection by the Association, and (ii) be
based on and backed by a trust or pool composed
of mortgages which are insured under this chap-
ter or title V of the Housing Act of 1949 [42
U.S.C. 1471 et seq.], or which are insured or guar-
anteed under the Servicemen’s Readjustment
Act of 1944 or chapter 37 of title 38, or which are
guaranteed under title XIII of the Public Health
Service Act [42 U.S.C. 300e et seq.]; 3 or guaran-
teed under section 1715z–13a of this title. The As-



Page 752TITLE 12—BANKS AND BANKING§ 1721

sociation shall collect from the issuer a reason-
able fee for any guaranty under this subsection
and shall make such charges as it may deter-
mine to be reasonable for the analysis of any
trust or other security arrangement proposed by
the issuer. In the event the issuer is unable to
make any payment of principal of or interest on
any security guaranteed under this subsection,
the Association shall make such payment as and
when due in cash, and thereupon shall be sub-
rogated fully to the rights satisfied by such pay-
ment. In any case in which (I) Federal law re-
quires the reduction of the interest rate on any
mortgage backing a security guaranteed under
this subsection, (II) the mortgagor under the
mortgage is a person in the military service, and
(III) the issuer of such security fails to receive
from the mortgagor the full amount of interest
payment due, the Association may make pay-
ments of interest on the security in amounts not
exceeding the difference between the amount
payable under the interest rate on the mortgage
and the amount of interest actually paid by the
mortgagor. The Association is hereby empow-
ered, in connection with any guaranty under
this subsection, whether before or after any de-
fault, to provide by contract with the issuer for
the extinguishment, upon default by the issuer,
of any redemption, equitable, legal, or other
right, title, or interest of the issuer in any mort-
gage or mortgages constituting the trust or pool
against which the guaranteed securities are is-
sued; and with respect to any issue of guaran-
teed securities, in the event of default and pur-
suant otherwise to the terms of the contract,
the mortgages that constitute such trust or pool
shall become the absolute property of the Asso-
ciation subject only to the unsatisfied rights of
the holders of the securities based on and
backed by such trust or pool. No State or local
law, and no Federal law (except Federal law en-
acted expressly in limitation of this subsection
after October 8, 1980), shall preclude or limit the
exercise by the Association of (A) its power to
contract with the issuer on the terms stated in
the preceding sentence, (B) its rights to enforce
any such contract with the issuer, or (C) its
ownership rights, as provided in the preceding
sentence, in the mortgages constituting the
trust or pool against which the guaranteed secu-
rities are issued. The full faith and credit of the
United States is pledged to the payment of all
amounts which may be required to be paid under
any guaranty under this subsection. There shall
be excluded from the total amounts set forth in
subsection (c) of this section the amounts of any
mortgages acquired by the Association as a re-
sult of its operations under this subsection.

(2) Notwithstanding any other provision of law
and subject only to the absence of qualified re-
quests for guarantees, to the authority provided
in this subsection, and to the extent of or in
such amounts as any funding limitation ap-
proved in appropriation Acts, the Association
shall enter into commitments to issue guaran-
tees under this subsection in an aggregate
amount of $110,000,000,000 during fiscal year 1996.
There are authorized to be appropriated to cover
the costs (as such term is defined in section 661a
of title 2) of guarantees issued under this chap-
ter by the Association such sums as may be nec-
essary for fiscal year 1996.

(3)(A) No fee or charge in excess of 6 basis
points may be assessed or collected by the
United States (including any executive depart-
ment, agency, or independent establishment of
the United States) on or with regard to any
guaranty of the timely payment of principal or
interest on securities or notes based on or
backed by mortgages that are secured by 1- to 4-
family dwellings and (i) insured by the Federal
Housing Administration under subchapter II of
this chapter; or (ii) insured or guaranteed under
the Serviceman’s Readjustment Act of 1944,
chapter 37 of title 38, or title V of the Housing
Act of 1949 [42 U.S.C. 1471 et seq.].

(B) The fees charged for the guaranty of secu-
rities or on notes based on or backed by mort-
gages not referred to in subparagraph (A), as au-
thorized by other provisions of law, shall be set
by the Association at a level not more than nec-
essary to create reserves sufficient to meet an-
ticipated claims based upon actuarial analysis,
and for no other purpose.

(C) Fees or charges for the issuance of com-
mitments or miscellaneous administrative fees
of the Association shall not be on a competitive
auction basis and shall remain at the level set
for such fees or charges as of September 1, 1985,
except that such fees or charges may be in-
creased if reasonably related to the cost of ad-
ministering the program, and for no other pur-
pose.

(D) Not less than 90 days before increasing any
fee or charge under subparagraph (B) or (C), the
Secretary shall submit to the Congress a certifi-
cation that such increase is solely for the pur-
pose specified in such subparagraph.

(E)(i) Notwithstanding subparagraphs (A)
through (D), fees charged for the guarantee of,
or commitment to guarantee, multiclass securi-
ties backed by a trust or pool of securities or
notes guaranteed by the Association under this
subsection, and other related fees shall be
charged by the Association in an amount the As-
sociation deems appropriate. The Association
shall take such action as may be necessary to
reasonably assure that such portion of the bene-
fit, resulting from the Association’s multiclass
securities program, as the Association deter-
mines is appropriate accrues to mortgagors who
execute eligible mortgages after August 10, 1993.

(ii) The Association shall provide for the ini-
tial implementation of the program for which
fees are charged under the first sentence of
clause (i) by notice published in the Federal
Register. The notice shall be effective upon pub-
lication and shall provide an opportunity for
public comment. Not later than 12 months after
publication of the notice, the Association shall
issue regulations for such program based on the
notice, comments received, and the experience
of the Association in carrying out the program
during such period.

(iii) The Association shall consult with per-
sons or entities in such manner as the Associa-
tion deems appropriate to ensure the efficient
commencement and operation of the multiclass
securities program.

(iv) No State or local law, and no Federal law
(except Federal law enacted expressly in limita-
tion of this clause after August 10, 1993) shall
preclude or limit the exercise by the Association
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of its power to contract with persons or entities,
and its rights to enforce such contracts, for the
purpose of ensuring the efficient commencement
and continued operation of the multiclass secu-
rities program.

(June 27, 1934, ch. 847, title III, § 306, 48 Stat. 1255;
July 1, 1948, ch. 784, § 1, 62 Stat. 1209; Apr. 20,
1950, ch. 94, title I, § 122, 64 Stat. 59; Aug. 2, 1954,
ch. 649, title II, § 201, 68 Stat. 618; Aug. 7, 1956, ch.
1029, title II, § 209, 70 Stat. 1097; Pub. L. 86–372,
title III, §§ 305(a), 306(a), Sept. 23, 1959, 73 Stat.
670; Pub. L. 87–70, title VI, § 601(c), June 30, 1961,
75 Stat. 176; Pub. L. 88–560, title VII, § 701(b)(2),
Sept. 2, 1964, 78 Stat. 800; Pub. L. 89–117, title
VIII, § 802(b), Aug. 10, 1965, 79 Stat. 494; Pub. L.
90–19, § 1(k), May 25, 1967, 81 Stat. 18; Pub. L.
90–448, title VIII, § 804(b), Aug. 1, 1968, 82 Stat.
542; Pub. L. 93–222, § 7(c), Dec. 29, 1973, 87 Stat.
936; Pub. L. 96–399, title III, § 335, Oct. 8, 1980, 94
Stat. 1654; Pub. L. 97–35, title III, § 333(a)(3), Aug.
13, 1981, 95 Stat. 413; Pub. L. 98–181, title IV, § 481,
Nov. 30, 1983, 97 Stat. 1239; Pub. L. 98–479, title II,
§ 203(a)(2), Oct. 17, 1984, 98 Stat. 2229; Pub. L.
100–14, Mar. 24, 1987, 101 Stat. 128; Pub. L. 100–242,
title IV, § 446, Feb. 5, 1988, 101 Stat. 1922; Pub. L.
101–625, title III, § 339, Nov. 28, 1990, 104 Stat. 4147;
Pub. L. 102–550, title V, §§ 531, 532, Oct. 28, 1992,
106 Stat. 3793; Pub. L. 103–66, title III, § 3004, Aug.
10, 1993, 107 Stat. 339; Pub. L. 103–120, § 10, Oct. 27,
1993, 107 Stat. 1151; Pub. L. 104–120, § 7, Mar. 28,
1996, 110 Stat. 836; Pub. L. 104–330, title VII,
§ 701(k), Oct. 26, 1996, 110 Stat. 4050; Pub. L.
105–244, title IX, § 972(a), Oct. 7, 1998, 112 Stat.
1837; Pub. L. 107–326, § 4, Dec. 4, 2002, 116 Stat.
2793.)

REFERENCES IN TEXT

Paragraph (c) of section 1716 of this title, referred to
in subsec. (a), was redesignated par. (4) of section 1716
by Pub. L. 101–73, title VII, § 731(m)(1)(B), Aug. 9, 1989,
103 Stat. 435. Par. (4) of section 1716 was redesignated
par. (5) by Pub. L. 102–550, title XIII, § 1381(a)(3), Oct. 28,
1992, 106 Stat. 3994.

Section 1718(d) of this title, referred to in subsecs. (a)
and (c), authorizing the issuance of preferred stock to
the Secretary of the Treasury, was repealed by Pub. L.
93–383, title VIII, § 806(i), Aug. 22, 1974, 88 Stat. 728.

Section 1720 of this title, referred to in subsec. (f),
was repealed by Pub. L. 98–181, title IV, § 483(a), Nov. 30,
1983, 97 Stat. 1240.

The Housing Act of 1949, referred to in subsec. (g)(1),
(3)(A), is act July 15, 1949, ch. 338, 63 Stat. 413, as
amended. Title V of the Housing Act of 1949 is classified
generally to subchapter III (§ 1471 et seq.) of chapter 8A
of Title 42, The Public Health and Welfare. For com-
plete classification of this Act to the Code, see Short
Title note set out under section 1441 of Title 42 and
Tables.

The Servicemen’s Readjustment Act of 1944, referred
to in subsec. (g)(1), (3)(A), is act June 22, 1944, ch. 268,
58 Stat. 284, as amended, which was classified generally
to chapter 11C (§§ 693 to 697g) of former Title 38, Pen-
sions, Bonuses, and Veterans’ Relief, and which was re-
pealed by section 14(87) of Pub. L. 85–857, Sept. 2, 1958,
72 Stat. 1273, the first section of which enacted Title 38,
Veterans’ Benefits. For distribution of sections 693 to
697g of former Title 38 to Title 38, Veterans’ Benefits,
see Table preceding section 101 of Title 38.

The Public Health Service Act, referred to in subsec.
(g)(1), is act July 1, 1944, ch. 373, 58 Stat. 682, as amend-
ed. Title XIII of the Public Health Service Act, is title
XIII of act July 1, 1944, ch. 373, as added by act Dec. 29,
1973, Pub. L. 93–222, § 2, 87 Stat. 914, which is classified
generally to subchapter XI (§ 300e et seq.) of chapter 6A
of Title 42, The Public Health and Welfare. For com-

plete classification of this Act to the Code, see Short
Title note set out under section 201 of Title 42 and
Tables.

AMENDMENTS

2002—Subsec. (g)(3)(A). Pub. L. 107–326 repealed Pub.
L. 105–244, § 972(a). See 1998 Amendment note below.

1998—Subsec. (g)(3)(A). Pub. L. 105–244, § 972(a), which
directed amendment of subpar. (A), effective Oct. 1,
2004, by substituting ‘‘The Association shall assess and
collect a fee in an amount equal to nine basis points’’
for ‘‘No fee or charge in excess of 6 basis points may be
assessed or collected by the United States (including
any executive department, agency, or independent es-
tablishment of the United States)’’, was repealed by
Pub. L. 107–326. See 2002 Amendment note above and Ef-
fective Date of 1998 Amendment note below.

1996—Subsec. (g)(1). Pub. L. 104–330 inserted before pe-
riod at end of first sentence ‘‘; or guaranteed under sec-
tion 1715z–13a of this title’’.

Subsec. (g)(2). Pub. L. 104–120 amended par. (2) gener-
ally. Prior to amendment, par. (2) read as follows:
‘‘Notwithstanding any other provision of law and sub-
ject only to the absence of qualified requests for guar-
antees, to the authority provided in this subsection,
and to the extent of or in such amounts as any funding
limitation approved in appropriation Acts, the Associa-
tion shall enter into commitments to issue guarantees
under this subsection in an aggregate amount of
$107,700,000,000 during fiscal year 1993 and $91,696,000,000
during fiscal year 1994. There is authorized to be appro-
priated such sums as may be necessary to cover the
costs (as such term is defined in section 661a of title 2)
of guarantees issued under this chapter by the Associa-
tion.’’

1993—Subsec. (g)(2). Pub. L. 103–120 substituted
‘‘$107,700,000,000’’ for ‘‘$88,000,000,000’’.

Subsec. (g)(3)(E). Pub. L. 103–66 added subpar. (E).
1992—Subsec. (g)(1). Pub. L. 102–550, § 532, inserted

after third sentence ‘‘In any case in which (I) Federal
law requires the reduction of the interest rate on any
mortgage backing a security guaranteed under this
subsection, (II) the mortgagor under the mortgage is a
person in the military service, and (III) the issuer of
such security fails to receive from the mortgagor the
full amount of interest payment due, the Association
may make payments of interest on the security in
amounts not exceeding the difference between the
amount payable under the interest rate on the mort-
gage and the amount of interest actually paid by the
mortgagor.’’

Subsec. (g)(2). Pub. L. 102–550, § 531, amended par. (2)
generally. Prior to amendment, par. (2) read as follows:
‘‘Notwithstanding any other provision of law and sub-
ject only to the absence of qualified requests for guar-
antees, to the authority provided in this subsection,
and to the extent of or in such amounts as any funding
limitation approved in appropriation Acts, the Associa-
tion shall enter into commitments to issue guarantees
under this subsection in an aggregate amount of
$84,982,000,000 during fiscal year 1991 and $88,296,000,000
during fiscal year 1992.’’

1990—Subsec. (g)(2). Pub. L. 101–625 amended par. (2)
generally. Prior to amendment, par. (2) read as follows:
‘‘Notwithstanding any other provision of law and sub-
ject only to the absence of qualified requests for guar-
antees, to the authority provided in this subsection,
and to any funding limitation approved in appropria-
tion Acts, the Association shall enter into commit-
ments to issue guarantees under this subsection in an
aggregate amount of $150,000,000,000 for fiscal year 1988,
and $156,000,000,000 for fiscal year 1989.’’

1988—Subsec. (g)(2). Pub. L. 100–242 amended par. (2)
generally. Prior to amendment, par. (2) read as follows:
‘‘Notwithstanding any other provision of law and sub-
ject only to the absence of qualified requests for guar-
antees, to the authority provided in this subsection,
and to any funding limitation approved in appropria-
tion Acts, the Association shall enter into commit-
ments for each of the fiscal years 1984 and 1985 to issue
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guarantees under this subsection for each such fiscal
year in an aggregate amount of $68,250,000,000.’’

1987—Subsec. (g)(3). Pub. L. 100–14 added par. (3).
1984—Subsec. (d). Pub. L. 98–479 substituted ‘‘chapter

31 of title 31’’ for ‘‘the Second Liberty Bond Act, as now
or hereafter in force’’ in two places.

1983—Subsec. (g)(2). Pub. L. 98–181 substituted ‘‘Not-
withstanding any other provision of law and subject
only to the absence of qualified requests for guaran-
tees, to the authority provided in this subsection, and
to any funding limitation approved in appropriation
Acts, the Association shall enter into commitments for
each of the fiscal years 1984 and 1985 to issue guaran-
tees under this subsection for each such fiscal year in
an aggregate amount of $68,250,000,000’’ for ‘‘During fis-
cal year 1982, the Association may not enter into com-
mitments to issue guarantees under this subsection in
an aggregate amount in excess of $69,542,000,000’’.

1981—Subsec. (g). Pub. L. 97–35 redesignated existing
provisions as par. (1), substituted ‘‘(i)’’ for ‘‘(1)’’ and
‘‘(ii)’’ for ‘‘(2)’’, and added par. (2).

1980—Subsec. (g). Pub. L. 96–399 inserted provisions
relating to Federal, State, or local law, and substituted
‘‘The Association is hereby’’ for ‘‘Any Federal, State,
or other law to the contrary notwithstanding, the Asso-
ciation is hereby’’.

1973—Subsec. (g). Pub. L. 93–222 included mortgages
which are guaranteed under title XIII of the Public
Health Service Act.

1968—Subsec. (g). Pub. L. 90–448 added subsec. (g).
1967—Subsec. (e). Pub. L. 90–19 substituted ‘‘Secretary

of Housing and Urban Development’’ for ‘‘Housing and
Home Finance Agency or its Administrator, or by such
Agency’s constituent units or agencies or the heads
thereof’’.

1965—Subsec. (e). Pub. L. 89–117 authorized Associa-
tion to deal in any obligations offered to it by Housing
and Home Finance Agency or its Administrator or by
such Agency’s units or agencies or by heads thereof as
well as residential mortgages offered to it by any Fed-
eral instrumentality, or head thereof.

1964—Subsec. (b). Pub. L. 88–560 substituted ‘‘or obli-
gations, participations, or other instruments which are
lawful investments’’ for ‘‘or obligations which are law-
ful investments’’.

1961—Subsec. (f). Pub. L. 87–70 added subsec. (f).
1959—Subsec. (b). Pub. L. 86–372, § 305(a), substituted

‘‘and obligations of the United States or guaranteed
thereby, or obligations which are lawful investments
for fiduciary, trust, or public funds’’ for ‘‘and bonds or
other obligations of, or bonds or other obligations guar-
anteed as to principal and interest by, the United
States’’.

Subsec. (e). Pub. L. 86–372, § 306(a), added subsec. (e).
1956—Subsec. (c). Act Aug. 7, 1956, § 209(a), struck out

‘‘and subsection (e) of this section’’ after ‘‘set forth in
this subsection’’ in last sentence.

Subsec. (e). Act Aug. 7, 1956, § 209(b), repealed provi-
sions which related to applicability of prior authorized
total amount of investments, etc., to functions under
this section and section 1720 of this title.

1954—Act Aug. 2, 1954, amended section generally by
substituting new provisions and subdividing section
into subsecs. (a) to (e).

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’ wherever appearing.

1948—Act July 1, 1948, amended section generally to
provide for liquidation of Association.

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105–244, title IX, § 972(b), Oct. 7, 1998, 112 Stat.
1837, which provided that the amendment made by sec-
tion 972 was effective Oct. 1, 2004, was repealed by Pub.
L. 107–326, § 4, Dec. 4, 2002, 116 Stat. 2793.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–120 to be construed to
have become effective Oct. 1, 1995, see section 13(a) of
Pub. L. 104–120, set out as an Effective and Termination

Dates of 1996 Amendments note under section 1437d of
Title 42, The Public Health and Welfare.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

EFFECTIVE DATE OF 1968 AMENDMENT

For effective date of amendment by title VIII of Pub.
L. 90–448, see section 808 of Pub. L. 90–448, set out as an
Effective Date note under section 1716b of this title.

AUTHORIZATION TO ENTER INTO ADDITIONAL COMMIT-
MENTS TO INSURE LOANS AND GUARANTEE MORT-
GAGE-BACKED SECURITIES DURING SPECIFIC FISCAL
YEARS; TEMPORARY EXTENSION OF CERTAIN PRO-
GRAMS RELATING TO HOUSING AND COMMUNITY DE-
VELOPMENT

Fiscal year 1988—Pub. L. 100–200, Dec. 21, 1987, 101
Stat. 1327, provided: ‘‘That each provision of law
amended by Public Law 100–179 [set out below] is
amended by striking ‘December 16, 1987’ each place it
appears and inserting ‘March 15, 1988’.’’

Pub. L. 100–179, Dec. 3, 1987, 101 Stat. 1018, provided:
‘‘That each provision of law amended by Public Law
100–170 [set out below] is amended by striking ‘Decem-
ber 2, 1987’ each place it appears and inserting ‘Decem-
ber 16, 1987’.’’

Pub. L. 100–170, Nov. 17, 1987, 100 Stat. 914, provided:
‘‘That each provision of law amended by Public Law
100–154 [set out below] is amended by striking ‘Novem-
ber 15, 1987’ and inserting ‘December 2, 1987’.’’

Pub. L. 100–154, Nov. 5, 1987, 101 Stat. 890, provided:
‘‘That each provision of law amended by Public Law
100–122 [set out below], including those provisions
amended by section 2 of such Public Law, is amended
by striking out ‘October 31, 1987’ wherever it appears
and inserting in lieu thereof ‘November 15, 1987’.’’

Pub. L. 100–122, § 1, Sept. 30, 1987, 101 Stat. 793, pro-
vided that: ‘‘Each provision of law amended by Public
Law 99–430 [set out below] is amended by striking out
‘September 30, 1987’ wherever it appears and inserting
in lieu thereof ‘October 31, 1987’.’’

Fiscal year 1987—Pub. L. 99–430, Sept. 30, 1986, 100
Stat. 986, provided: ‘‘That each provision of law amend-
ed by Public Law 99–345 [set out below] is amended by
striking out ‘September 30, 1986’ wherever it appears
and inserting in lieu thereof ‘September 30, 1987’.’’

Fiscal year 1986—Pub. L. 99–349, title I, July 2, 1986,
100 Stat. 728, provided that: ‘‘The applicable limitation
on additional commitments to insure mortgages and
loans to carry out the purposes of the National Housing
Act [12 U.S.C. 1701 et seq.] during fiscal year 1986 is in-
creased by an additional $57,580,000,000 of mortgage and
loan principal.’’ and

‘‘The applicable limitation on new commitments to
issue guarantees to carry out the purposes of section
306 of the National Housing Act [12 U.S.C. 1721] during
fiscal year 1986 is increased by an additional
$49,000,000,000 of principal.’’

Pub. L. 99–345, June 24, 1986, 100 Stat. 673, provided
that:

‘‘SECTION 1. Each provision of law amended by Public
Law 99–289 [set out below], is amended by striking out
‘June 6, 1986’ wherever it appears and inserting in lieu
thereof ‘September 30, 1986’.

‘‘SEC. 2. The applicable limitation on additional com-
mitments to insure mortgages and loans to carry out
the purposes of the National Housing Act [12 U.S.C. 1701
et seq.] during fiscal year 1986 is increased by an addi-
tional $9,500,000,000 of mortgage and loan principal.’’

Pub. L. 99–289, May 2, 1986, 100 Stat. 412, provided
that:

‘‘SECTION 1. FEDERAL HOUSING ADMINISTRATION
FUND.

‘‘(a) The applicable limitation on additional commit-
ments to insure mortgages and loans to carry out the
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purposes of the National Housing Act [12 U.S.C. 1701 et
seq.] during fiscal year 1986 is increased by an addi-
tional $17,000,000,000 of mortgage and loan principal.

‘‘(b) Each provision of law amended by Public Law
99–267 [amending sections 1703, 1715h, 1715l, 1715z,
1715z–9, 1715z–10, 1715z–14, 1748h–1, 1748h–2, 1749bb,
1749aaa, 1749bbb, and 2811 of this title and sections
1452b, 1485, 1490, 1490c, 4026, 4056, 4101, and 5302 of Title
42, The Public Health and Welfare, and provisions set
out as a note under section 1701q of this title] is amend-
ed by striking out ‘April 30, 1986’ wherever it appears
and inserting in lieu thereof ‘June 6, 1986’.

‘‘SEC. 2. GOVERNMENT NATIONAL MORTGAGE AS-
SOCIATION GUARANTEES OF MORTGAGE-
BACKED SECURITIES.

‘‘The applicable limitation on new commitments to
issue guarantees to carry out the purposes of section
306 of the National Housing Act [12 U.S.C. 1721] during
fiscal year 1986 is increased by an additional
$60,684,750,000 of principal.

‘‘SEC. 3. ADMINISTRATIVE PROVISION.
‘‘(a) The Secretary of Housing and Urban Develop-

ment (hereinafter referred to as the ‘Secretary’) shall
estimate the rates at which the authority to make
commitments to insure mortgages and loans under the
National Housing Act [12 U.S.C. 1701 et seq.], and the
authority to make commitments to issue guarantees
under section 306(g) of that Act [12 U.S.C. 1721(g)], are
likely to be used for the remainder of any fiscal year.
The Secretary shall make these estimates at such
times as the Secretary deems appropriate, but not less
frequently than monthly.

‘‘(b) If an estimate under subsection (a) indicates that
either limitation on authority to make commitments
for a fiscal year referred to in subsection (a) will be
reached before the end of that fiscal year, or in any
event whenever 75 per centum of either authority to
make commitments has been utilized, the Secretary
shall promptly so notify the Committee on Appropria-
tions and the Committee on Banking, Housing, and
Urban Affairs of the Senate and the Committee on Ap-
propriations and the Committee on Banking, Finance
and Urban Affairs [now Committee on Financial Serv-
ices] of the House of Representatives.’’

SPECIAL ASSISTANCE FUNCTIONS FUND; TRANSFER OF
FUNDS

Pub. L. 98–371, title I, July 18, 1984, 98 Stat. 1218, di-
rected Secretary to transfer all assets acquired and li-
abilities incurred pursuant to section 1720 of this title
to management and liquidating functions fund estab-
lished pursuant to this section, and that on Oct. 1, 1984,
each outstanding obligation issued by Secretary of
Housing and Urban Development to Secretary of the
Treasury pursuant to section 1720(d) of this title, to-
gether with any promise to repay principal and unpaid
interest which had accrued on each obligation, and any
other term or condition specified by each such obliga-
tion, was canceled.

EMERGENCY MORTGAGE PURCHASE ASSISTANCE;
TRANSFER OF FUNDS

For transfer of all assets acquired and liabilities in-
curred pursuant to section 1723e of this title to man-
agement and liquidating functions fund established by
this section, with provision for cancellation of obliga-
tions, see title I [part] of Pub. L. 98–371, set out as a
note under section 1723e of this title.

ADMINISTRATIVE EXPENSES IN CONNECTION WITH THE
SALE OF CERTAIN MORTGAGES TO THE FEDERAL NA-
TIONAL MORTGAGE ASSOCIATION

Section 306(b) of Pub. L. 86–372, as amended by Pub.
L. 90–19, § 16(b), May 25, 1967, 81 Stat. 25; Pub. L. 90–448,
title VIII, § 807(a), Aug. 1, 1968, 82 Stat. 544, provided
that: ‘‘In connection with the sale of any mortgages to
the Government National Mortgage Association pursu-
ant to section 306(e) of the Federal National Mortgage

Association Charter Act [subsection (e) of this section],
the Secretary of Housing and Urban Development is au-
thorized, and any other official, unit, or agency selling
such mortgages thereunder is directed, to transfer to
the Association from time to time, from authoriza-
tions, limitations, and funds available for administra-
tive expenses of such official, unit, or agency in con-
nection with the same mortgages, such amounts there-
of as said Secretary determines to be required for ad-
ministrative expenses of the Association in connection
with the purchase, servicing, and sale of such mort-
gages: Provided, That no such transfer shall be made
after a budget estimate of the Association with respect
to the same mortgages has been submitted to and fi-
nally acted upon by the Congress.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 24, 1455, 1464,
1715z–2, 1715z–7, 1716b, 1717, 1722, 1723i, 1757 of this title.

§ 1722. Benefits and burdens incident to adminis-
tration of functions and operations under
sections 1720 and 1721

All of the benefits and burdens incident to the
administration of the functions and operations
of the Association under sections 1720 and 1721,
respectively, of this title, after allowance for re-
lated obligations of the Association, its prorated
expenses, and the like, including amounts re-
quired for the establishment of such reserves as
the Secretary of Housing and Urban Develop-
ment shall deem appropriate, shall inure solely
to the Secretary of the Treasury, and such relat-
ed earnings or other amounts as become avail-
able shall be paid annually by the Association to
the Secretary of the Treasury for covering into
miscellaneous receipts.

(June 27, 1934, ch. 847, title III, § 307, as added
Aug. 2, 1954, ch. 649, title II, § 201, 68 Stat. 619;
amended Pub. L. 90–448, title VIII, § 802(v), (w),
Aug. 1, 1968, 82 Stat. 539.)

REFERENCES IN TEXT

Section 1720 of this title, referred to in text, was re-
pealed by Pub. L. 98–181, title IV, § 483(a), Nov. 30, 1983,
97 Stat. 1240.

PRIOR PROVISIONS

A prior section 307 of act June 27, 1934, ch. 847, title
III, 48 Stat. 1255; amended Feb. 3, 1938, ch. 13, § 8, 52
Stat. 24, related to exemption from taxation, prior to
the general amendment of this subchapter by act July
1, 1948, ch. 784, § 1, 62 Stat. 1206, and was subsequently
covered by section 1719 of this title until the general
amendment of this subchapter by act Aug. 2, 1954. See
section 1723a(c) of this title.

AMENDMENTS

1968—Pub. L. 90–448 repealed subsecs. (a) and (b)
which related to separate accountability and to func-
tions of the Association under sections 1720 and 1721 of
this title, redesignated subsec. (c) as the entire section,
and substituted ‘‘Secretary of Housing and Urban De-
velopment’’ for ‘‘board of directors of the Association’’.

EFFECTIVE DATE OF 1968 AMENDMENT

For effective date of amendment by title VIII of Pub.
L. 90–448, see section 808 of Pub. L. 90–448, set out as an
Effective Date note under section 1716b of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1723i of this
title.



Page 756TITLE 12—BANKS AND BANKING§ 1723

§ 1723. Management

(a) Government National Mortgage Association
All the powers and duties of the Government

National Mortgage Association shall be vested
in the Secretary of Housing and Urban Develop-
ment and the Association shall be administered
under the direction of the Secretary. Within the
limitations of law, the Secretary shall deter-
mine the general policies which shall govern the
operations of the Association, and shall have
power to adopt, amend, and repeal bylaws gov-
erning the performance of the powers and duties
granted to or imposed upon it by law. There is
hereby established in the Department of Hous-
ing and Urban Development the position of
President, Government National Mortgage Asso-
ciation, who shall be appointed by the Presi-
dent, by and with the advice and consent of the
Senate. The Secretary shall select and effect the
appointment of qualified persons to fill the of-
fices of vice president, and such other offices as
may be provided for in the bylaws. Persons ap-
pointed under the preceding sentence shall per-
form such executive functions, powers, and du-
ties as may be prescribed by the bylaws or by
the Secretary, and such persons shall be execu-
tive officers of the Association and shall dis-
charge all such executive functions, powers, and
duties.

(b) Federal National Mortgage Association
The Federal National Mortgage Association

shall have a board of directors, which shall con-
sist of eighteen persons, five of whom shall be
appointed annually by the President of the
United States, and the remainder of whom shall
be elected annually by the common stockhold-
ers. The board shall at all times have as mem-
bers appointed by the President at least one per-
son from the homebuilding industry, at least
one person from the mortgage lending industry,
at least one person from the real estate indus-
try, and at least one person from an organiza-
tion that has represented consumer or commu-
nity interests for not less than 2 years or one
person who has demonstrated a career commit-
ment to the provision of housing for low-income
households. Each member of the board of direc-
tors shall be appointed or elected for a term end-
ing on the date of the next annual meeting of
the stockholders, except that any such ap-
pointed member may be removed from office by
the President for good cause. Any elective seat
on the board which becomes vacant after the an-
nual election of the directors shall be filled by
the board, but only for the unexpired portion of
the term. Any appointive seat which becomes
vacant shall be filled by appointment of the
President, but only for the unexpired portion of
the term. Within the limitations of law and reg-
ulation, the board shall determine the general
policies which shall govern the operations of the
corporation, and shall have power to adopt,
amend, and repeal bylaws governing the per-
formance of the powers and duties granted to or
imposed upon it by law. The board of directors
shall select and effect the appointment of quali-
fied persons to fill the offices of president and
vice president, and such other offices as may be
provided for in the bylaws. Any member of the

board who is a full-time officer or employee of
the Federal Government shall not, as such mem-
ber, receive compensation for his services.

(June 27, 1934, ch. 847, title III, § 308, as added
Aug. 2, 1954, ch. 649, title II, § 201, 68 Stat. 620;
amended Pub. L. 89–174, § 5(b), Sept. 9, 1965, 79
Stat. 669; Pub. L. 89–754, title X, § 1020(d), Nov. 3,
1966, 80 Stat. 1296; Pub. L. 90–19, § 1(l), (m), May
25, 1967, 81 Stat. 18, 19; Pub. L. 90–448, title VIII,
§ 802(y), Aug. 1, 1968, 82 Stat. 539; Pub. L. 94–375,
§ 17(a), Aug. 3, 1976, 90 Stat. 1076; Pub. L. 98–440,
title II, § 207, Oct. 3, 1984, 98 Stat. 1696; Pub. L.
102–550, title XIII, § 1381(h)(1), (i), Oct. 28, 1992,
106 Stat. 3996.)

PRIOR PROVISIONS

A prior section 308 of act June 27, 1934, ch. 847, title
III, 48 Stat. 1255, related to depositories of public mon-
eys, prior to the general amendment of this subchapter
by act July 1, 1948, ch. 784, § 1, 62 Stat. 1206.

Prior provisions on the subject of this section were
contained in section 1716 of this title.

AMENDMENTS

1992—Subsec. (b). Pub. L. 102–550, in second sentence,
struck out ‘‘and’’ after ‘‘mortgage lending industry,’’
and inserted ‘‘, and at least one person from an organi-
zation that has represented consumer or community in-
terests for not less than 2 years or one person who has
demonstrated a career commitment to the provision of
housing for low-income households’’ and in third sen-
tence, substituted ‘‘any such appointed member’’ for
‘‘any such member’’.

1984—Subsec. (b). Pub. L. 98–440 substituted ‘‘, which
shall consist of eighteen persons, five of whom’’ for
‘‘which shall consist of fifteen persons, one-third of
whom’’.

1976—Subsec. (a). Pub. L. 94–375 substituted provision
establishing, in the Department of Housing and Urban
Development, the position of president of the Govern-
ment National Mortgage Association, to be filled by
the President, by and with the consent of the Senate,
for provision that the Secretary appoint the president
of the Association.

1968—Subsec. (a). Pub. L. 90–448, § 802(y)(1)–(6), des-
ignated existing provisions as subsec. (a), inserted pro-
visions directing that the powers and duties of the Gov-
ernment National Mortgage Association shall be vested
in the Secretary of Housing and Urban Development
and that the Association shall be administered under
the direction of the Secretary, and empowering the
Secretary to adopt, amend, and repeal bylaws, and
struck out provisions which related to the Board of Di-
rectors of the Federal National Mortgage Association.

Subsec. (b). Pub. L. 90–448, § 802(y)(7), added subsec.
(b).

1967—Pub. L. 90–19 substituted ‘‘Secretary of Housing
and Urban Development’’ for ‘‘Housing and Home Fi-
nance Administrator’’, and ‘‘the Secretary’’ for ‘‘said
Administrator’’, wherever appearing.

1966—Pub. L. 89–754 struck out subsec. (a) designa-
tion.

1965—Pub. L. 89–174 struck out next to last sentence
which provided that the basic rate of compensation of
the position of president of the Association shall be the
same as the basic rate of compensation established for
the heads of the constituent agencies of the Housing
and Home Finance Agency.

EFFECTIVE DATE OF 1992 AMENDMENT

Section 1381(h)(2) of Pub. L. 102–550 provided that:
‘‘The amendments made by paragraph (1) [amending
this section] shall apply to the first annual appoint-
ment by the President of members to the board of di-
rectors of the Federal National Mortgage Association
that occurs after the date of the enactment of this Act
[Oct. 28, 1992].’’
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EFFECTIVE DATE OF 1968 AMENDMENT

For effective date of amendment by title VIII of Pub.
L. 90–448, see section 808 of Pub. L. 90–448, set out as an
Effective Date note under section 1716b of this title.

EFFECTIVE DATE OF 1965 AMENDMENT

For effective date of amendment by Pub. L. 89–174,
see section 11(a) of Pub. L. 89–174, set out as an Effec-
tive Date note under section 3531 of Title 42, The Public
Health and Welfare.

POWERS AND DUTIES OF POSITION OF GNMA PRESIDENT
TO REMAIN IN EFFECT UNTIL POSITION FILLED

Section 17(e) of Pub. L. 94–375 provided that notwith-
standing the amendment of subsec. (a) of this section,
rights, powers, and duties of position of President, Gov-
ernment National Mortgage Association, as in effect on
Aug. 2, 1976, remain in effect until the newly estab-
lished position has been filled in accordance with the
terms of this Act.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1723a of this
title; title 42 section 3534.

§ 1723a. General powers of Government National
Mortgage Association and Federal National
Mortgage Association

(a) Seal, and other matters incident to operation
Each of the bodies corporate named in section

1717(a)(2) of this title shall have power to adopt,
alter, and use a corporate seal, which shall be
judicially noticed; to enter into and perform
contracts, leases, cooperative agreements, or
other transactions, on such terms as it may
deem appropriate, with any agency or instru-
mentality of the United States, or with any
State, Territory, or possession, or the Common-
wealth of Puerto Rico, or with any political sub-
division thereof, or with any person, firm, asso-
ciation, or corporation; to execute, in accord-
ance with its bylaws, all instruments necessary
or appropriate in the exercise of any of its pow-
ers; in its corporate name, to sue and to be sued,
and to complain and to defend, in any court of
competent jurisdiction, State or Federal, but no
attachment, injunction, or other similar proc-
ess, mesne or final, shall be issued against the
property of the Association or against the Asso-
ciation with respect to its property; to conduct
its business without regard to any qualification
or similar statute in any State of the United
States, including the District of Columbia, the
Commonwealth of Puerto Rico, and the Terri-
tories and possessions of the United States; to
lease, purchase, or acquire any property, real,
personal, or mixed, or any interest therein, to
hold, rent, maintain, modernize, renovate, im-
prove, use, and operate such property, and to
sell, for cash or credit, lease, or otherwise dis-
pose of the same, at such time and in such man-
ner as and to the extent that it may deem nec-
essary or appropriate; to prescribe, repeal, and
amend or modify, rules, regulations, or require-
ments governing the manner in which its gen-
eral business may be conducted; to accept gifts
or donations of services, or of property, real,
personal, or mixed, tangible, or intangible, in
aid of any of its purposes; and to do all things as
are necessary or incidental to the proper man-
agement of its affairs and the proper conduct of
its business.

(b) Determination with respect to obligations
and expenditures

Except as may be otherwise provided in this
subchapter, in chapter 91 of title 31, or in other
laws specifically applicable to Government cor-
porations, the Association shall determine the
necessity for and the character and amount of
its obligations and expenditures and the manner
in which they shall be incurred, allowed, paid,
and accounted for.

(c) Exemption from taxation
(1) The Association, including its franchise,

capital, reserves, surplus, mortgages or other se-
curity holdings, and income shall be exempt
from all taxation now or hereafter imposed by
the United States, by any territory, dependency,
or possession thereof, or by any State, county,
municipality, or local taxing authority, except
that any real property of the Association shall
be subject to State, territorial, county, munici-
pal, or local taxation to the same extent accord-
ing to its value as other real property is taxed.

(2) The corporation, including its franchise,
capital, reserves, surplus, mortgages or other se-
curity holdings, and income, shall be exempt
from all taxation now or hereafter imposed by
any State, territory, possession, Common-
wealth, or dependency of the United States, or
by the District of Columbia, or by any county,
municipality, or local taxing authority, except
that any real property of the corporation shall
be subject to State, territorial, county, munici-
pal, or local taxation to the same extent as
other real property is taxed.

(d) Appointment and compensation of personnel;
use of services of other agencies

(1) Subject to the provisions of section 1723(a)
of this title, the Secretary of Housing and Urban
Development shall have power to select and ap-
point or employ such officers, attorneys, em-
ployees, and agents of the Association, to vest
them with such powers and duties, and to fix
and to cause the Association to pay such com-
pensation to them for their services, as he may
determine, subject to the civil service and clas-
sification laws. With the consent of any Govern-
ment corporation or Federal Reserve bank, or of
any board, commission, independent establish-
ment, or executive department of the Govern-
ment, the Association may avail itself on a
reimbursable basis of the use of information,
services, facilities, officers, and employees
thereof, including any field service thereof, in
carrying out the provisions of the subchapter.

(2) The board of directors of the corporation
shall have the power to select and appoint or
employ such officers, attorneys, employees, and
agents, to vest them with such powers and du-
ties, and to fix and to cause the corporation to
pay such compensation to them for their serv-
ices, as the board of directors determines rea-
sonable and comparable with compensation for
employment in other similar businesses (includ-
ing other publicly held financial institutions or
major financial services companies) involving
similar duties and responsibilities, except that a
significant portion of potential compensation of
all executive officers (as such term is defined in
paragraph (3)(C)) of the corporation shall be
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based on the performance of the corporation;
and any such action shall be without regard to
the Federal civil service and classification laws.
Appointments, promotions, and separations so
made shall be based on merit and efficiency, and
no political tests or qualifications shall be per-
mitted or given consideration. Each officer and
employee of the corporation who is employed by
the corporation prior to January 31, 1972, and
who on the day previous to the beginning of
such employment will have been subject to the
civil service retirement law (subch. III of ch. 83
of title 5) shall, so long as the employment of
such officer or employee by the corporation con-
tinues without a break in continuity of service,
continue to be subject to such law; and for the
purpose of such law the employment of such of-
ficer or employee by the corporation without a
break in continuity of service shall be deemed to
be employment by the Government of the
United States. The corporation shall contribute
to the Civil Service Retirement and Disability
Fund a sum as provided by section 8334(a) of
title 5, except that such sum shall be determined
by applying to the total basic pay (as defined in
section 8331(3) of title 5 and except as herein-
after provided) paid to the employees of the cor-
poration who are covered by the civil service re-
tirement law, the per centum rate determined
annually by the Director of the Office of Person-
nel Management to be the excess of the total
normal cost per centum rate of the civil service
retirement system over the employee deduction
rate specified in section 8334(a) of title 5. The
corporation shall also pay into the Civil Service
Retirement and Disability Fund such portion of
the cost of administration of the fund as is de-
termined by the Director of the Office of Person-
nel Management to be attributable to its em-
ployees. Notwithstanding the foregoing provi-
sions, there shall not be considered for the pur-
poses of the civil service retirement law that
portion of the basic pay in any one year of any
officer or employee of the corporation which ex-
ceeds the basic pay provided for positions listed
in section 5312 of title 5 on the last day of such
year: Provided, That with respect to any person
whose employment is made subject to the civil
service retirement law by section 806 of the
Housing and Community Development Act of
1974, there shall not be considered for the pur-
poses of such law that portion of the basic pay
of such person in any one year which exceeds the
basic pay provided for positions listed in section
5316 of such title 5 on the last day of such year.
Except as provided in this subsection, the cor-
poration shall not be subject to the provisions of
title 5.

(3)(A) Not later than June 30, 1993, and annu-
ally thereafter, the corporation shall submit a
report to the Committee on Banking, Finance
and Urban Affairs of the House of Representa-
tives and the Committee on Banking, Housing,
and Urban Affairs of the Senate on (i) the com-
parability of the compensation policies of the
corporation with the compensation policies of
other similar businesses, (ii) in the aggregate,
the percentage of total cash compensation and
payments under employee benefit plans (which
shall be defined in a manner consistent with the
corporation’s proxy statement for the annual

meeting of shareholders for the preceding year)
earned by executive officers of the corporation
during the preceding year that was based on the
corporation’s performance, and (iii) the com-
parability of the corporation’s financial per-
formance with the performance of other similar
businesses. The report shall include a copy of
the corporation’s proxy statement for the an-
nual meeting of shareholders for the preceding
year.

(B) Notwithstanding the first sentence of para-
graph (2), after October 28, 1992, the corporation
may not enter into any agreement or contract
to provide any payment of money or other thing
of current or potential value in connection with
the termination of employment of any executive
officer of the corporation, unless such agree-
ment or contract is approved in advance by the
Director of the Office of Federal Housing Enter-
prise Oversight of the Department of Housing
and Urban Development. The Director may not
approve any such agreement or contract unless
the Director determines that the benefits pro-
vided under the agreement or contract are com-
parable to benefits under such agreements for
officers of other public and private entities in-
volved in financial services and housing inter-
ests who have comparable duties and respon-
sibilities. For purposes of this subparagraph,
any renegotiation, amendment, or change after
October 28, 1992, to any such agreement or con-
tract entered into on or before October 28, 1992,
shall be considered entering into an agreement
or contract.

(C) For purposes of this paragraph, the term
‘‘executive officer’’ has the meaning given the
term in section 1303 of the Federal Housing En-
terprises Financial Safety and Soundness Act of
1992 [12 U.S.C. 4502].
(e) Prohibition against use of names; injunction;

damages
No individual, association, partnership, or cor-

poration, except the bodies corporate named in
section 1717(a)(2) of this title, shall hereafter use
the words ‘‘Federal National Mortgage Associa-
tion,’’ ‘‘Government National Mortgage Associa-
tion,’’ or any combination of such words, as the
name or a part thereof under which the individ-
ual, association, partnership, or corporation
shall do business. Violations of the foregoing
sentence may be enjoined by any court of gen-
eral jurisdiction at the suit of the proper body
corporate. In any such suit, the plaintiff may re-
cover any actual damages flowing from such vio-
lation, and, in addition, shall be entitled to
punitive damages (regardless of the existence or
nonexistence of actual damages) of not exceed-
ing $100 for each day during which such viola-
tion is committed or repeated.
(f) Preparation of forms of obligations and cer-

tificates
In order that the Association may be supplied

with such forms of obligations or certificates as
it may need for issuance under this subchapter,
the Secretary of the Treasury is authorized,
upon request of the Association, to prepare such
forms as shall be suitable and approved by the
Association, to be held in the Treasury subject
to delivery, upon order of the Association. The
engraved plates, dies, bed pieces, and other ma-
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terial executed in connection therewith shall re-
main in the custody of the Secretary of the
Treasury. The Association shall reimburse the
Secretary of the Treasury for any expenses in-
curred in the preparation, custody, and delivery
of such forms.

(g) Depositaries, custodians, and fiscal agents
The Federal Reserve banks are authorized and

directed to act as depositaries, custodians, and
fiscal agents for each of the bodies corporate
named in section 1717(a)(2) of this title, for its
own account or as fiduciary, and such banks
shall be reimbursed for such services in such
manner as may be agreed upon; and each of such
bodies corporate may itself act in such capac-
ities, for its own account or as fiduciary, and for
the account of others.

(h), (i) Repealed. Pub. L. 102�550, title XIII,
§ 1381(k), Oct. 28, 1992, 106 Stat. 3997

(j) Audit; access to books, etc.; report of audit
(1) The programs, activities, receipts, expendi-

tures, and financial transactions of the corpora-
tion shall be subject to audit by the Comptroller
General of the United States under such rules
and regulations as may be prescribed by the
Comptroller General. The representatives of the
General Accounting Office shall have access to
such books, accounts, financial records, reports,
files, and such other papers, things, or property
belonging to or in use by the corporation and
necessary to facilitate the audit, and they shall
be afforded full facilities for verifying trans-
actions with the balances or securities held by
depositories, fiscal agents, and custodians. A re-
port on each such audit shall be made by the
Comptroller General to the Congress. The cor-
poration shall reimburse the General Account-
ing Office for the full cost of any such audit as
billed therefor by the Comptroller General.

(2) To carry out this subsection, the represent-
atives of the General Accounting Office shall
have access, upon request to the corporation or
any auditor for an audit of the corporation
under subsection (l) of this section, to any
books, accounts, financial records, reports, files,
or other papers, things, or property belonging to
or in use by the corporation and used in any
such audit and to any papers, records, files, and
reports of the auditor used in such an audit.

(k) Financial reports; submission to Director;
contents

(1) The corporation shall submit to the Direc-
tor of the Office of Federal Housing Enterprise
Oversight of the Department of Housing and
Urban Development annual and quarterly re-
ports of the financial condition and operations
of the corporation which shall be in such form,
contain such information, and be submitted on
such dates as the Director shall require.

(2) Each such annual report shall include—
(A) financial statements prepared in accord-

ance with generally accepted accounting prin-
ciples;

(B) any supplemental information or alter-
native presentation that the Director may re-
quire; and

(C) an assessment (as of the end of the cor-
poration’s most recent fiscal year), signed by

the chief executive officer and chief account-
ing or financial officer of the corporation, of—

(i) the effectiveness of the internal control
structure and procedures of the corporation;
and

(ii) the compliance of the corporation with
designated safety and soundness laws.

(3) The corporation shall also submit to the
Director any other reports required by the Di-
rector pursuant to section 1314 of the Federal
Housing Enterprises Financial Safety and
Soundness Act of 1992 [12 U.S.C. 4514].

(4) Each report of financial condition shall
contain a declaration by the president, vice
president, treasurer, or any other officer des-
ignated by the board of directors of the corpora-
tion to make such declaration, that the report is
true and correct to the best of such officer’s
knowledge and belief.
(l) Independent audits of financial statements

(1) The corporation shall have an annual inde-
pendent audit made of its financial statements
by an independent public accountant in accord-
ance with generally accepted auditing stand-
ards.

(2) In conducting an audit under this sub-
section, the independent public accountant shall
determine and report on whether the financial
statements of the corporation (A) are presented
fairly in accordance with generally accepted ac-
counting principles, and (B) to the extent deter-
mined necessary by the Director, comply with
any disclosure requirements imposed under sub-
section (k)(2)(B) of this section.
(m) Mortgage data collection and reporting re-

quirements
(1) The corporation shall collect, maintain,

and provide to the Secretary, in a form deter-
mined by the Secretary, data relating to its
mortgages on housing consisting of 1 to 4 dwell-
ing units. Such data shall include—

(A) the income, census tract location, race,
and gender of mortgagors under such mort-
gages;

(B) the loan-to-value ratios of purchased
mortgages at the time of origination;

(C) whether a particular mortgage purchased
is newly originated or seasoned;

(D) the number of units in the housing sub-
ject to the mortgage and whether the units are
owner-occupied; and

(E) any other characteristics that the Sec-
retary considers appropriate, to the extent
practicable.

(2) The corporation shall collect, maintain,
and provide to the Secretary, in a form deter-
mined by the Secretary, data relating to its
mortgages on housing consisting of more than 4
dwelling units. Such data shall include—

(A) census tract location of the housing;
(B) income levels and characteristics of ten-

ants of the housing (to the extent practicable);
(C) rent levels for units in the housing;
(D) mortgage characteristics (such as the

number of units financed per mortgage and
the amount of loans);

(E) mortgagor characteristics (such as non-
profit, for-profit, limited equity cooperatives);

(F) use of funds (such as new construction,
rehabilitation, refinancing);
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(G) type of originating institution; and
(H) any other information that the Sec-

retary considers appropriate, to the extent
practicable.

(3)(A) Except as provided in subparagraph (B),
this subsection shall apply only to mortgages
purchased by the corporation after December 31,
1992.

(B) This subsection shall apply to any mort-
gage purchased by the corporation after the date
determined under subparagraph (A) if the mort-
gage was originated before such date, but only
to the extent that the data referred in paragraph
(1) or (2), as applicable, is available to the cor-
poration.
(n) Report on housing activities; contents; public

disclosure
(1) The corporation shall submit to the Com-

mittee on Banking, Finance and Urban Affairs
of the House of Representatives, the Committee
on Banking, Housing, and Urban Affairs of the
Senate, and the Secretary a report on its activi-
ties under subpart B of part 2 of subtitle A of the
Federal Housing Enterprises Financial Safety
and Soundness Act of 1992 [12 U.S.C. 4561 et seq.].

(2) The report under this subsection shall—
(A) include, in aggregate form and by appro-

priate category, statements of the dollar vol-
ume and number of mortgages on owner-occu-
pied and rental properties purchased which re-
late to each of the annual housing goals estab-
lished under such subpart;

(B) include, in aggregate form and by appro-
priate category, statements of the number of
families served by the corporation, the income
class, race, and gender of homebuyers served,
the income class of tenants of rental housing
(to the extent such information is available),
the characteristics of the census tracts, and
the geographic distribution of the housing fi-
nanced;

(C) include a statement of the extent to
which the mortgages purchased by the cor-
poration have been used in conjunction with
public subsidy programs under Federal law;

(D) include statements of the proportion of
mortgages on housing consisting of 1 to 4
dwelling units purchased by the corporation
that have been made to first-time home-
buyers, as soon as providing such data is prac-
ticable, and identifying any special programs
(or revisions to conventional practices) facili-
tating homeownership opportunities for first-
time homebuyers;

(E) include, in aggregate form and by appro-
priate category, the data provided to the Sec-
retary under subsection (m)(1)(B) of this sec-
tion;

(F) compare the level of securitization ver-
sus portfolio activity;

(G) assess underwriting standards, business
practices, repurchase requirements, pricing,
fees, and procedures, that affect the purchase
of mortgages for low- and moderate-income
families, or that may yield disparate results
based on the race of the borrower, including
revisions thereto to promote affordable hous-
ing or fair lending;

(H) describe trends in both the primary and
secondary multifamily housing mortgage mar-

kets, including a description of the progress
made, and any factors impeding progress to-
ward standardization and securitization of
mortgage products for multifamily housing;

(I) describe trends in the delinquency and de-
fault rates of mortgages secured by housing
for low- and moderate-income families that
have been purchased by the corporation, in-
cluding a comparison of such trends with de-
linquency and default information for mort-
gage products serving households with in-
comes above the median level that have been
purchased by the corporation, and evaluate
the impact of such trends on the standards and
levels of risk of mortgage products serving
low- and moderate-income families;

(J) describe in the aggregate the seller and
servicer network of the corporation, including
the volume of mortgages purchased from mi-
nority-owned, women-owned, and community-
oriented lenders, and any efforts to facilitate
relationships with such lenders;

(K) describe the activities undertaken by the
corporation with nonprofit and for-profit orga-
nizations and with State and local govern-
ments and housing finance agencies, including
how the corporation’s activities support the
objectives of comprehensive housing afford-
ability strategies under section 12705 of title
42; and

(L) include any other information that the
Secretary considers appropriate.

(3)(A) The corporation shall make each report
under this subsection available to the public at
the principal and regional offices of the corpora-
tion.

(B) Before making a report under this sub-
section available to the public, the corporation
may exclude from the report information that
the Secretary has determined is proprietary in-
formation under section 1326 of the Federal
Housing Enterprises Financial Safety and
Soundness Act of 1992 [12 U.S.C. 4546].

(o) Affordable Housing Advisory Council
(1) Not later than 4 months after October 28,

1992, the corporation shall appoint an Affordable
Housing Advisory Council to advise the corpora-
tion regarding possible methods for promoting
affordable housing for low- and moderate-in-
come families.

(2) The Affordable Housing Advisory Council
shall consist of 15 individuals, who shall include
representatives of community-based and other
nonprofit and for-profit organizations and State
and local government agencies actively engaged
in the promotion, development, or financing of
housing for low- and moderate-income families.

(June 27, 1934, ch. 847, title III, § 309, as added
Aug. 2, 1954, ch. 649, title II, § 201, 68 Stat. 620;
amended Pub. L. 87–70, title VI, § 603(e), June 30,
1961, 75 Stat. 177; Pub. L. 90–448, title VIII,
§ 802(z)–(ee), Aug. 1, 1968, 82 Stat. 540, 541; Pub. L.
92–310, title II, § 223(c), June 6, 1972, 86 Stat. 206;
Pub. L. 93–383, title VIII, § 806(k), Aug. 22, 1974, 88
Stat. 728; Pub. L. 94–375, § 17(b), Aug. 3, 1976, 90
Stat. 1076; Pub. L. 95–128, title IV, § 408(c), Oct.
12, 1977, 91 Stat. 1138; 1978 Reorg. Plan No. 2,
§ 102, eff. Jan. 1, 1979, 43 F.R. 36037, 92 Stat. 3783;
Pub. L. 98–440, title II, §§ 208, 209, 213(a), Oct. 3,
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1984, 98 Stat. 1696, 1698; Pub. L. 98–479, title II,
§ 203(a)(3), Oct. 17, 1984, 98 Stat. 2229; Pub. L.
100–242, title IV, § 444, Feb. 5, 1988, 101 Stat. 1922;
Pub. L. 101–73, title VII, § 731(m)(3), Aug. 9, 1989,
103 Stat. 436; Pub. L. 102–550, title XIII,
§ 1381(j)–(q), (s)(3), Oct. 28, 1992, 106 Stat.
3996–4001.)

REFERENCES IN TEXT

The civil service laws, referred to in subsec. (d), are
set forth in Title 5, Government Organization and Em-
ployees. See, particularly, section 3301 et seq. of Title
5.

The classification laws, referred to in subsec. (d), are
classified to chapter 51 (§ 5101 et seq.) and subchapter III
(§ 5331 et seq.) of chapter 53 of Title 5.

The civil service retirement law, referred to in sub-
sec. (d), is classified to subchapter III (§ 8331 et seq.) of
chapter 83 of Title 5.

Section 806 of the Housing and Community Develop-
ment Act of 1974, referred to in subsec. (d)(2), is section
806 of Pub. L. 93–383, title VIII, Aug. 22, 1974, 88 Stat.
727. Subsection (k) of section 806 amended this subsec.
(d)(2) relative to employment subject to the civil serv-
ice retirement law. For complete classification of sec-
tion 806 to the Code, see Tables.

The Federal Housing Enterprises Financial Safety
and Soundness Act of 1992, referred to in subsec. (n)(1),
(2)(A), is title XIII of Pub. L. 102–550, Oct. 28, 1992, 106
Stat. 3941. Subpart B of part 2 of subtitle A of the Act
is classified generally to subpart 2 (§ 4561 et seq.) of part
B of subchapter I of chapter 46 of this title. For com-
plete classification of this Act to the Code, see Short
Title note under section 4501 of this title and Tables.

PRIOR PROVISIONS

Prior provisions on the subject of subsecs. (a) and (c)
to (e) of this section were contained in sections 1716,
1719, and 1721 of this title.

AMENDMENTS

1992—Subsec. (d)(2). Pub. L. 102–550, § 1381(s)(3)(A)(ii),
which directed the substitution, in last sentence, of
‘‘the basic pay of such persons’’ for ‘‘his basic pay’’, was
executed by making the substitution in penultimate
sentence to reflect the probable intent of Congress, be-
cause the words ‘‘his basic pay’’ do not appear in last
sentence.

Pub. L. 102–550, § 1381(j)(1), (s)(3)(A)(i), in first sen-
tence, substituted ‘‘as the board of directors deter-
mines reasonable and comparable with compensation
for employment in other similar businesses (including
other publicly held financial institutions or major fi-
nancial services companies) involving similar duties
and responsibilities, except that a significant portion
of potential compensation of all executive officers (as
such term is defined in paragraph (3)(C)) of the corpora-
tion shall be based on the performance of the corpora-
tion’’ for ‘‘as it may determine’’ and in third sentence
‘‘the employment of such officer or employee’’ for ‘‘his
employment’’ in two places.

Subsec. (d)(3). Pub. L. 102–550, § 1381(j)(2), added par.
(3).

Subsec. (e). Pub. L. 102–550, § 1381(s)(3)(B), substituted
‘‘the individual, association, partnership, or corpora-
tion’’ for ‘‘he or it’’.

Subsecs. (h), (i). Pub. L. 102–550, § 1381(k), struck out
subsec. (h) which related to regulatory power over Fed-
eral National Mortgage Association, approval for issu-
ance of stock and other instruments, relation of mort-
gage purchases to national goal, audits, and a report to
Congress and subsec. (i) which related to requests for
approval submitted by Federal National Mortgage As-
sociation to Secretary, report to Congress, extension of
approval period, and effect of inaction by Secretary.

Subsec. (j). Pub. L. 102–550, § 1381(l), designated exist-
ing provisions as par. (1), inserted first sentence and
struck out former first sentence which read as follows:

‘‘The mortgage transactions of the corporation may be
subject to audit by the Comptroller General of the
United States in accordance with the principles and
procedures applicable to commercial corporation trans-
actions under such rules and regulations as may be pre-
scribed by the Comptroller General.’’, and added par.
(2).

Subsecs. (k) to (o). Pub. L. 102–550, § 1381(m)–(q), added
subsecs. (k) to (o), respectively.

1989—Subsec. (j). Pub. L. 101–73 added subsec. (j).
1988—Subsec. (i). Pub. L. 100–242 inserted at end of

second sentence ‘‘, but such 45-day period may not be
extended for any other reason or for any period in addi-
tion to or other than such 15-day period’’.

1984—Subsec. (b). Pub. L. 98–479 substituted ‘‘chapter
91 of title 31’’ for ‘‘the Government Corporation Control
Act’’.

Subsec. (h). Pub. L. 98–440, §§ 208, 213(a), substituted
‘‘issued by the corporation before October 1, 1985,’’ for
‘‘issued by the Corporation’’ and substituted ‘‘shall, not
later than June 30 of each year, report to the Congress
on the activities of the corporation under this sub-
chapter’’ for ‘‘shall conduct a review of the financial
operations of the corporation and undertake a study of
the extent to which the activities of the corporation
meet the purposes of this subchapter. Such review and
study shall be completed and transmitted to the Con-
gress on or before July 1, 1978.’’

Subsec. (i). Pub. L. 98–440, § 209, added subsec. (i).
1977—Subsec. (h). Pub. L. 95–128 inserted provision for

review of the financial operations of the corporation
and a study respecting how the activities of the cor-
poration meet the purposes of this subchapter and
transmittal of the review and study to the Congress.

1976—Subsec. (d)(1). Pub. L. 94–375 substituted ‘‘Sub-
ject to the provisions of section 1723(a) of this title, the
Secretary’’ for ‘‘The Secretary’’.

1974—Subsec. (d)(2). Pub. L. 93–383 inserted ‘‘positions
listed’’ before ‘‘in section 5312’’ and proviso relating to
persons whose employment is subject to the civil serv-
ice law by section 806 of the Housing and Community
Development Act of 1974, and substituted reference to
Jan. 31, 1972, for reference to termination of transi-
tional period referred to in section 810(b) of the Housing
and Urban Development Act of 1968.

1972—Subsec. (d)(1). Pub. L. 92–310 struck out provi-
sions which related to bonds of officers, attorneys, em-
ployees, and agents of the Association and which per-
mitted the Association to pay the premiums therefor.

1968—Subsec. (a). Pub. L. 90–448, § 802(z), among other
changes, expanded scope to include both the Govern-
ment National Mortgage Association and the Federal
National Mortgage Association, substituted ‘‘conduct
its business without regard to any qualification or
similar statute’’ for ‘‘conduct its business’’, and struck
out provisions which empowered the Federal National
Mortgage Association, by its board of directors, to
adopt, amend, and repeal bylaws.

Subsec. (c). Pub. L. 90–448, § 802(aa), designated exist-
ing provisions as par. (1), and struck out provisions
which required the Association, with respect to its sec-
ondary market operations under section 1719 of this
title, to pay annually to the Secretary of the Treasury
an amount equivalent to the amount of Federal income
taxes for which it would be subject if it were not ex-
empt from such taxes with respect to such secondary
market operations, and added par. (2).

Subsec. (d). Pub. L. 90–448, § 802(bb), designated exist-
ing provisions as par. (1), substituted ‘‘Secretary of
Housing and Urban Development’’ for ‘‘Chairman of the
Board’’, and ‘‘agents of the Association’’ for ‘‘agents’’,
and added par. (2).

Subsec. (e). Pub. L. 90–448, § 802(cc), prohibited the use
of the name Government National Mortgage Associa-
tion, authorized injunctions, and permitted recovery of
actual damages and punitive damages, and eliminated
provisions which made violations of this subsection a
misdemeanor punishable by a fine of not more than $100
or imprisonment for not more than 30 days, or both, for
each day during which the violation is committed or
repeated.
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Subsec. (g). Pub. L. 90–448, § 802(dd), authorized and
directed the Federal Reserve Banks to act for the Gov-
ernment National Mortgage Association, and empow-
ered each of the bodies corporate to act as depositary,
custodian, and fiscal agent, for its own account or as fi-
duciary, and for the account of others.

Subsec. (h). Pub. L. 90–448, § 802(ee), added subsec. (h).
1961—Subsec. (c). Pub. L. 87–70 inserted ‘‘or other se-

curity holdings’’ after ‘‘mortgages’’.

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

EFFECTIVE DATE OF 1974 AMENDMENT

Section 806(k) of Pub. L. 93–383 provided that the
amendment made by that section does not apply with
respect to any person receiving an annuity on the date
of the enactment of Pub. L. 93–383, which was approved
Aug. 22, 1974.

EFFECTIVE DATE OF 1968 AMENDMENT

For effective date of amendment by title VIII of Pub.
L. 90–448, see section 808 of Pub. L. 90–448, set out as an
Effective Date note under section 1716b of this title.

TRANSFER OF FUNCTIONS

‘‘Director of the Office of Personnel Management’’
substituted for ‘‘United States Civil Service Commis-
sion’’ pursuant to Reorg. Plan No. 2 of 1978, § 102, 43 F.R.
36037, 92 Stat. 3783, set out under section 1101 of Title
5, Government Organization and Employees, which
transferred functions vested by statute in United
States Civil Service Commission to Director of Office
of Personnel Management (except as otherwise speci-
fied), effective Jan. 1, 1979, as provided by section 1–102
of Ex. Ord. No. 12107, Dec. 28, 1978, 44 F.R. 1055, set out
under section 1101 of Title 5.

TERMINATION OF ADVISORY COUNCILS

Advisory councils established after Jan. 5, 1973, to
terminate not later than the expiration of the 2-year
period beginning on the date of their establishment,
unless, in the case of a council established by the Presi-
dent or an officer of the Federal Government, such
council is renewed by appropriate action prior to the
expiration of such 2-year period, or in the case of a
council established by Congress, its duration is other-
wise provided by law. See sections 3(2) and 14 of Pub. L.
92–463, Oct. 6, 1972, 86 Stat. 770, 776, set out in the Ap-
pendix to Title 5, Government Organization and Em-
ployees.

PROPOSAL BY FEDERAL NATIONAL MORTGAGE ASSOCIA-
TION RESPECTING MORTGAGE-BACKED SECURITIES
PROGRAM; APPROVAL, ETC.

Pub. L. 96–399, title III, § 330, Oct. 8, 1980, 94 Stat. 1652,
provided that: ‘‘If the Federal National Mortgage Asso-
ciation submits to the Secretary of Housing and Urban
Development or the Secretary of the Treasury, after
the date of enactment of this section [Oct. 8, 1980], a
proposal with respect to undertaking a mortgage-
backed securities program, the Secretary of Housing
and Urban Development or the Secretary of the Treas-
ury, as the case may be, shall, within 90 days after sub-
mission of such proposal, approve the proposal or trans-
mit to the Congress a report explaining why the pro-
posal has not been approved.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1719, 1833c, 4513,
4514, 4543, 4544, 4546, 4581, 4585, 4631, 4636 of this title;
title 42 section 12851.

§ 1723b. Investment of funds

Moneys of the Association not invested in
mortgages or other security holdings or in oper-
ating facilities shall be kept in cash on hand or
on deposit, or invested in obligations of the
United States or guaranteed thereby, or in obli-
gations, participations, or other instruments
which are lawful investments for fiduciary,
trust, or public funds.

(June 27, 1934, ch. 847, title III, § 310, as added
Aug. 2, 1954, ch. 649, title II, § 201, 68 Stat. 621;
amended Pub. L. 86–372, title III, § 305(b), Sept.
23, 1959, 73 Stat. 670; Pub. L. 87–70, title VI,
§ 603(e), June 30, 1961, 75 Stat. 177; Pub. L. 88–560,
title VII, § 701(b)(3), Sept. 2, 1964, 78 Stat. 800.)

PRIOR PROVISIONS

Prior provisions on the subject of this section were
formerly contained in section 1718 of this title.

AMENDMENTS

1964—Pub. L. 88–560 authorized investment of funds in
participations and other instruments which are lawful
investments.

1961—Pub. L. 87–70 inserted ‘‘or other security hold-
ings’’ after ‘‘mortgages’’.

1959—Pub. L. 86–372 substituted ‘‘in obligations of the
United States or guaranteed thereby, or in obligations
which are lawful investments for fiduciary, trust, or
public funds’’ for ‘‘in bonds or other obligations of, or
in bonds or other obligations guaranteed as to principal
and interest by, the United States’’.

§ 1723c. Obligations, participations, or other in-
struments as lawful investments; acceptance
as security; exempt securities

All obligations, participations, or other in-
struments issued by either of the bodies cor-
porate named in section 1717(a)(2) of this title
shall be lawful investments, and may be accept-
ed as security for all fiduciary, trust, and public
funds, the investment or deposit of which shall
be under the authority and control of the United
States or any officer or officers thereof. All
stock, obligations, securities, participations, or
other instruments issued pursuant to this sub-
chapter shall, to the same extent as securities
which are direct obligations of or obligations
guaranteed as to principal or interest by the
United States, be deemed to be exempt securi-
ties within the meaning of laws administered by
the Securities and Exchange Commission.

(June 27, 1934, ch. 847, title III, § 311, as added
Aug. 2, 1954, ch. 649, title II, § 201, 68 Stat. 622;
amended Pub. L. 88–560, title VII, § 701(b)(1),
Sept. 2, 1964, 78 Stat. 800; Pub. L. 90–448, title
VIII, § 802(ff), Aug. 1, 1968, 82 Stat. 542; Pub. L.
98–440, title II, § 213(b), Oct. 3, 1984, 98 Stat. 1698;
Pub. L. 102–550, title XIII, § 1381(r), Oct. 28, 1992,
106 Stat. 4001.)

AMENDMENTS

1992—Pub. L. 102–550 struck out before period at end
‘‘; but all such issuances by the Association and all
issuances of stock, and debt obligations convertible
into stock, by the corporation shall be made only with
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the approval of the Secretary of Housing and Urban De-
velopment’’.

1984—Pub. L. 98–440 inserted ‘‘by the Association and
all issuances of stock, and debt obligations convertible
into stock, by the corporation’’.

1968—Pub. L. 90–448 substituted ‘‘either of the bodies
corporate named in section 1717(a)(2) of this title’’ for
‘‘the Association,’’ and inserted provisions directing
that all stock, obligations, securities, participations,
or other instruments issued pursuant to this sub-
chapter be deemed to be exempt securities, and requir-
ing approval of the Secretary for all issuances.

1964—Pub. L. 88–560 inserted ‘‘, participations, or
other instruments’’ after ‘‘obligations’’.

EFFECTIVE DATE OF 1968 AMENDMENT

For effective date of amendment by title VIII of Pub.
L. 90–448, see section 808 of Pub. L. 90–448, set out as an
Effective Date note under section 1716b of this title.

§ 1723d. Transfer of certain functions to Associa-
tion

The functions of the Housing and Home Fi-
nance Administrator (including the function of
making payments to the Secretary of the Treas-
ury) under section 2 of Reorganization Plan
Numbered 22 of 1950, together with the notes and
capital stock of the Federal National Mortgage
Association held by said Administrator there-
under, are transferred to the Federal National
Mortgage Association.

(Aug. 2, 1954, ch. 649, title II, § 207, 68 Stat. 622.)

REFERENCES IN TEXT

Reorganization Plan Numbered 22 of 1950, referred to
in text, is set out as a note under section 1717 of this
title.

CODIFICATION

Section was enacted as part of the Housing Act of
1954, and not as part of the National Housing Act which
comprises this chapter or of the Federal National Mort-
gage Charter Association Act which comprises this sub-
chapter.

§ 1723e. Repealed. Pub. L. 98�181, title IV,
§ 483(a), Nov. 30, 1983, 97 Stat. 1240

Section, act June 27, 1934, ch. 847, title III, § 313, as
added Oct. 18, 1974, Pub. L. 93–449, § 3(a), 88 Stat. 1364;
amended July 2, 1975, Pub. L. 94–50, title II §§ 201–206, 89
Stat. 254, 255; Aug. 3, 1976, Pub. L. 94–375, § 13(e)(1), 90
Stat. 1075; Oct. 12, 1977, Pub. L. 95–128, title IV,
§ 407(a)–(d), 91 Stat. 1137, 1138; Oct. 8, 1980, Pub. L. 96–399,
title III, § 337(b), 94 Stat. 1655, related to the interim
mortgage and security purchasing authority of the As-
sociation.

SAVINGS PROVISION

For continued application of former sections 1720 and
1723e of this title to any purchase or commitment to
purchase any mortgage made pursuant to those sec-
tions before Nov. 30, 1983, and the servicing and disposi-
tion of any such mortgage, see section 483(b) of Pub. L.
98–181, set out as a note under section 1720 of this title.

EFFECTIVE DATE

Section 3(b) of Pub. L. 93–449, as amended by Pub. L.
94–50, title II, § 207, July 2, 1975, 89 Stat. 256; Pub. L.
94–375, § 13(d), Aug. 3, 1976, 90 Stat. 1075; Pub. L. 95–128,
title IV, § 407(e), Oct. 12, 1977, 91 Stat. 1138; Pub. L.
95–406, § 3, Sept. 30, 1978, 92 Stat. 880; Pub. L. 95–557, title
III, § 303, Oct. 31, 1978, 92 Stat. 2096; Pub. L. 96–71, § 3,
Sept. 28, 1979, 93 Stat. 502; Pub. L. 96–105, § 3, Nov. 8,
1979, 93 Stat. 795; Pub. L. 96–153, title III, § 303, Dec. 21,
1979, 93 Stat. 1112; Pub. L. 96–372, § 4, Oct. 3, 1980, 94

Stat. 1364; Pub. L. 96–399, title III, § 337(a), Oct. 8, 1980,
94 Stat. 1655, which related to the effective date of
former section 1723e of this title, was repealed by Pub.
L. 98–181, title IV, § 483(a), Nov. 30, 1983, 97 Stat. 1240.

EMERGENCY MORTGAGE PURCHASE ASSISTANCE;
TRANSFER OF FUNDS

Pub. L. 98–371, title I, July 18, 1984, 98 Stat. 1218, in
part directed Secretary to transfer all assets acquired
and liabilities incurred pursuant to this section to
management and liquidating functions fund established
pursuant to section 1721 of this title, and that on Oct.
1, 1984, each outstanding obligation issued by Secretary
of Housing and Urban Development to Secretary of the
Treasury pursuant to subsec. (c) of this section, to-
gether with any promise to repay principal and unpaid
interest which had accrued on each obligation, and any
other term or condition specified by each such obliga-
tion, was canceled.

§ 1723f. Repealed. Pub. L. 96�294, title V, § 533,
June 30, 1980, 94 Stat. 740

Section, act June 27, 1934, ch. 847, title III, § 314, as
added Nov. 9, 1978, Pub. L. 95–619, title II, § 242, 92 Stat.
3228, related to the purchase of energy conserving home
improvement loans and advances of credit by the Asso-
ciation under the direction of the Secretary.

§§ 1723g, 1723h. Repealed. Pub. L. 102�550, title
IX, § 912(i)(2), Oct. 28, 1992, 106 Stat. 3876

Section 1723g, act June 27, 1934, ch. 847, title III, § 315,
as added Nov. 9, 1978, Pub. L. 95–619, title II, § 243, 92
Stat. 3230; amended June 30, 1980, Pub. L. 96–294, title V,
§ 531, 94 Stat. 737; Oct. 17, 1984, Pub. L. 98–479, title II,
§ 203(a)(4), 98 Stat. 2229, set out authority of Solar En-
ergy and Energy Conservation Bank to purchase loans
and advances of credit for energy conservation im-
provements or solar energy systems.

Section 1723h, act June 27, 1934, ch. 847, title III, § 316,
as added Nov. 9, 1978, Pub. L. 95–619, title II, § 244, 92
Stat. 3231; amended June 30, 1980, Pub. L. 96–294, title V,
§ 532, 94 Stat. 739; Oct. 17, 1984, Pub. L. 98–479, title II,
§ 203(a)(5), 98 Stat. 2229, set out authority of Solar En-
ergy and Energy Conservation Bank to purchase mort-
gages secured by newly constructed homes with solar
energy systems.

§ 1723i. Civil money penalties against issuers

(a) In general
(1) Authority

Whenever an issuer or custodian approved
under section 1721(g) of this title knowingly
and materially violates any provisions of sub-
section (b) of this section, the Secretary of
Housing and Urban Development may impose
a civil money penalty on the issuer or the cus-
todian in accordance with the provisions of
this section. The penalty shall be in addition
to any other available civil remedy or any
available criminal penalty and may be im-
posed whether or not the Secretary imposes
other administrative sanctions.
(2) Amount of penalty

The amount of the penalty, as determined by
the Secretary, may not exceed $5,000 for each
violation, except that the maximum penalty
for all violations by a particular issuer or cus-
todian during any one-year period shall not
exceed $1,000,000. Each violation of a provision
of subsection (b)(1) of this section shall con-
stitute a separate violation with respect to
each pool of mortgages. In the case of a con-
tinuing violation, as determined by the Sec-
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retary, each day shall constitute a separate
violation.

(b) Violations for which penalty may be imposed
(1) Violations

The violations by an issuer or a custodian
for which the Secretary may impose a civil
money penalty under subsection (a) of this
section are the following:

(A) Failure to make timely payments of
principal and interest to holders of securi-
ties guaranteed under section 1721(g) of this
title.

(B) Failure to segregate cash flow from
pooled mortgages or to deposit either prin-
cipal and interest funds or escrow funds into
special accounts with a depository institu-
tion whose accounts are insured by the Na-
tional Credit Union Administration or by
the Federal Deposit Insurance Corporation
through the Bank Insurance Fund for banks
or through the Savings Association Insur-
ance Fund for savings associations.

(C) Use of escrow funds for any purpose
other than that for which they were re-
ceived.

(D) Transfer of servicing for a pool of
mortgages to an issuer not approved under
this subchapter, unless expressly permitted
by statute, regulation, or contract approved
by the Secretary.

(E) Failure to maintain a minimum net
worth in accordance with requirements pre-
scribed by the Association;

(F) Failure to promptly notify the Asso-
ciation in writing of any changes that mate-
rially affect the business status of an issuer.

(G) Submission to the Association of false
information in connection with any securi-
ties guaranteed, or mortgages pooled, under
section 1721(g) of this title.

(H) Hiring, or retaining in employment, an
officer, director, principal, or employee
whose duties involve, directly or indirectly,
programs administered by the Association
while such person was under suspension or
debarment by the Secretary.

(I) Submission to the Association of a false
certification either on its own behalf or on
behalf of another person or entity.

(J) Failure to comply with an agreement,
certification, or condition of approval set
forth on, or applicable to, the application for
approval as an issuer of securities under sec-
tion 1721(g) of this title.

(K) Violation of any provisions of this sub-
chapter or any implementing regulation,
handbook, or participant letter issued under
authority of this subchapter.

(2) Notification to Attorney General
Before taking action to impose a civil

money penalty for a violation under paragraph
(1)(G) or paragraph (1)(I), the Secretary shall
inform the Attorney General of the United
States.

(c) Agency procedures
(1) Establishment

The Secretary shall establish standards and
procedures governing the imposition of civil

money penalties under subsection (a) of this
section. The standards and procedures—

(A) shall provide for the Secretary to
make the determination to impose the pen-
alty;

(B) shall provide for the imposition of a
penalty only after an issuer or a custodian
has been given notice of, and opportunity
for, a hearing on the record; and

(C) may provide for review by the Sec-
retary of any determination or order, or in-
terlocutory ruling, arising from a hearing.

(2) Final orders
If no hearing is requested within 15 days of

receipt of a notice of opportunity for hearing,
the imposition of a penalty shall constitute a
final and unappealable determination. If the
Secretary reviews the determination or order,
the Secretary may affirm, modify, or reverse
that determination or order. If the Secretary
does not review the determination or order
within 90 days of the issuance of the deter-
mination or order, the determination or order
shall be final.

(3) Factors in determining amount of penalty
In determining the amount of a penalty

under subsection (a) of this section, consider-
ation shall be given to such factors as the
gravity of the offense, any history of prior of-
fenses (including offenses occurring before De-
cember 15, 1989), ability to pay the penalty, in-
jury to the public, benefits received, deter-
rence of future violations, and such other fac-
tors as the Secretary may determine by regu-
lations.

(4) Reviewability of imposition of penalty
The Secretary’s determination or order im-

posing a penalty under subsection (a) of this
section shall not be subject to review, except
as provided in subsection (d) of this section.

(d) Judicial review of agency determination
(1) In general

After exhausting all administrative rem-
edies established by the Secretary under sub-
section (c)(1) of this section, an issuer or a
custodian against which the Secretary has im-
posed a civil money penalty under subsection
(a) of this section may obtain a review of the
penalty and such ancillary issues as may be
addressed in the notice provided under sub-
section (c)(1)(A) of this section in the appro-
priate court of appeals of the United States,
by filing in such court, within 20 days after
the entry of such order or determination, a
written petition praying that the Secretary’s
order or determination be modified or be set
aside in whole or in part.

(2) Objections not raised in hearing
A court shall not consider any objection

that was not raised in the hearing conducted
pursuant to subsection (c)(1) of this section
unless a demonstration is made of extraor-
dinary circumstances causing the failure to
raise the objection. If any party demonstrates
to the satisfaction of the court that additional
evidence, which was not presented at such
hearing, is material and that there were rea-



Page 765 TITLE 12—BANKS AND BANKING §§ 1724 to 1730d

sonable grounds for the failure to present such
evidence at the hearing, the court shall re-
mand the matter to the Secretary for consid-
eration of such additional evidence.
(3) Scope of review

The decisions, findings, and determinations
of the Secretary shall be reviewed pursuant to
section 706 of title 5.
(4) Order to pay penalty

Notwithstanding any other provision of law,
the court shall have the power in any such re-
view to order payment of the penalty imposed
by the Secretary.

(e) Action to collect penalty
If any issuer or custodian fails to comply with

the Secretary’s determination or order imposing
a civil money penalty under subsection (a) of
this section, after the determination or order is
no longer subject to review as provided by sub-
sections (c)(1) and (d) of this section, the Sec-
retary may request the Attorney General of the
United States to bring an action in an appro-
priate United States district court to obtain a
monetary judgment against the issuer or custo-
dian and such other relief as may be available.
The monetary judgment may, in the discretion
of the court, include any attorneys fees and
other expenses incurred by the United States in
connection with the action. In an action under
this subsection, the validity and appropriateness
of the Secretary’s determination or order impos-
ing the penalty shall not be subject to review.
(f) Settlement by Secretary

The Secretary may compromise, modify, or
remit any civil money penalty which may be, or
has been, imposed under this section.
(g) ��Knowingly�� defined

The term ‘‘knowingly’’ means having actual
knowledge of or acting with deliberate igno-
rance of or reckless disregard for the prohibi-
tions under this section.
(h) Regulations

The Secretary shall issue such regulations as
the Secretary deems appropriate to implement
this section.

(i) Deposit of penalties
The Secretary shall deposit all civil money

penalties collected under this section into mon-
eys of the Association pursuant to section 1722
of this title.

(June 27, 1934, ch. 847, title III, § 317, as added
Pub. L. 101–235, title I, § 110(a), Dec. 15, 1989, 103
Stat. 2011; amended Pub. L. 104–208, div. A, title
II, § 2704(d)(13)(A), Sept. 30, 1996, 110 Stat.
3009–490.)

AMENDMENTS

1996—Subsec. (b)(1)(B). Pub. L. 104–208, which directed
substitution of ‘‘Deposit Insurance Fund’’ for ‘‘Bank
Insurance Fund for banks or through the Savings Asso-
ciation Insurance Fund for savings associations’’, was
not executed. See Effective Date of 1996 Amendment
note below.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–208 effective Jan. 1, 1999,
if no insured depository institution is a savings asso-

ciation on that date, see section 2704(c) of Pub. L.
104–208, set out as a note under section 1821 of this title.

EFFECTIVE DATE

Section 110(b) of Pub. L. 101–235 provided that: ‘‘The
amendment made by subsection (a) [enacting this sec-
tion] shall apply only with respect to—

‘‘(1) violations referred to in the amendment that
occur on or after the effective date of this section
[Dec. 15, 1989]; and

‘‘(2) in the case of a continuing violation (as deter-
mined by the Secretary of Housing and Urban Devel-
opment), any portion of a violation referred to in the
amendment that occurs on or after such date.’’

SUBCHAPTER IV—INSURANCE OF SAVINGS
AND LOAN ACCOUNTS

§§ 1724 to 1730d. Repealed. Pub. L. 101�73, title
IV, § 407, Aug. 9, 1989, 103 Stat. 363

Section 1724, acts June 27, 1934, ch. 847, title IV, § 401,
48 Stat. 1255; July 16, 1952, ch. 883, 66 Stat. 727; July 28,
1959, Pub. L. 86–112, 73 Stat. 262; Oct. 16, 1966, Pub. L.
89–695, title III, § 302(a), 80 Stat. 1055; Dec. 23, 1969, Pub.
L. 91–151, title I, § 8(a)(1), 83 Stat. 375; Oct. 28, 1974, Pub.
L. 93–495, title I, §§ 101(b)(1), 103(a)(1), 88 Stat. 1501, 1503;
Mar. 31, 1980, Pub. L. 96–221, title III, § 308(b)(1)(A), 94
Stat. 147, defined terms used in this subchapter.

Section 1725, acts June 27, 1934, ch. 847, title IV, § 402,
48 Stat. 1256; May 28, 1935, ch. 150, § 22, 49 Stat. 298; 1947
Reorg. Plan No. 3, eff. July 29, 1947, 12 F.R. 4981, 61 Stat.
954; July 3, 1948, ch. 825, § 2, 62 Stat. 1240; June 27, 1950,
ch. 369, §§ 5, 6, 64 Stat. 258; Aug. 2, 1954, ch. 649, title V,
§ 501(1), title VIII, § 802(b), 68 Stat. 633, 642; June 11, 1960,
Pub. L. 86–507, § 1(12), 74 Stat. 200; Aug. 16, 1973, Pub. L.
93–100, § 4, 87 Stat. 343; Oct. 28, 1974, Pub. L. 93–495, title
I, § 105(d), 88 Stat. 1504; Oct. 28, 1977, Pub. L. 95–147,
§ 2(b), 91 Stat. 1227; Oct. 15, 1982, Pub. L. 97–320, title I,
§ 125(a), (b), title III, § 314, 96 Stat. 1485, 1499; Aug. 10,
1987, Pub. L. 100–86, title III, §§ 304, 306(b), (i), 101 Stat.
597, 601, 603, related to creation of Federal Savings and
Loan Insurance Corporation.

Section 1726, acts June 27, 1934, ch. 847, title IV, § 403,
48 Stat. 1257; May 28, 1935, ch. 150, §§ 23, 24, 49 Stat. 298;
July 14, 1952, ch. 723, § 10(a)(5), 66 Stat. 604; Aug. 11, 1955,
ch. 783, title I, § 111, 69 Stat. 641; Sept. 2, 1964, Pub. L.
88–560, title IX, § 901(b), 78 Stat. 804; July 24, 1970, Pub.
L. 91–351, title VII, § 707, 84 Stat. 463; Oct. 28, 1974, Pub.
L. 93–495, title I, § 105(a), 88 Stat. 1503; Nov. 10, 1978, Pub.
L. 95–630, title XII, § 1203, 92 Stat. 3711; Mar. 31, 1980,
Pub. L. 96–221 title IV, §§ 407(b), 409, 94 Stat. 160; Oct. 15,
1982, Pub. L. 97–320, title I, § 115(a), title II, § 202(c), (d),
96 Stat. 1475, 1492; Aug. 10, 1987, Pub. L. 100–86, title V,
§ 504(a), 101 Stat. 632, related to insurance of accounts
and eligibility provisions.

Section 1727, acts June 27, 1934, ch. 847, title IV, § 404,
48 Stat. 1258; May 28, 1935, ch. 150, § 25, 49 Stat. 298; June
27, 1950, ch. 369, §§ 7, 8, 64 Stat. 259; Sept. 8, 1961, Pub. L.
87–210, §§ 3–6, 75 Stat. 483; Aug. 10, 1965, Pub. L. 89–117,
title XI, § 1110(d), 79 Stat. 508; Sept. 21, 1968, Pub. L.
90–505, § 6(a), 82 Stat. 858; Dec. 23, 1969, Pub. L. 91–151,
title I, § 6(a), 83 Stat. 375; Dec. 24, 1969, Pub. L. 91–152,
title IV, § 416(c)(1), 83 Stat. 401; Dec. 22, 1971, Pub. L.
92–213, § 5, 85 Stat. 776; Aug. 16, 1973, Pub. L. 93–100, § 6,
87 Stat. 344; Oct. 28, 1974, Pub. L. 93–495, title I, § 115, 88
Stat. 1507; Oct. 15, 1982, Pub. L. 97–320, title I, § 126, 96
Stat. 1485; Aug. 10, 1987, Pub. L. 100–86, title III, §§ 305,
306(c), (f), (g), 307, title V, § 505(c), 101 Stat. 600–603, 633,
related to primary and secondary services.

Section 1728, acts June 27, 1934, ch. 847, title IV, § 405,
48 Stat. 1259; June 27, 1950, ch. 369, § 9, 64 Stat. 259; Sept.
21, 1950, ch. 967, § 5, 64 Stat. 894; Aug. 2, 1954, ch. 649,
title V, § 501(2), 68 Stat. 633; Oct. 16, 1966, Pub. L. 89–695,
title III, §§ 302(b), 303(b), 80 Stat. 1055, 1056; Dec. 23, 1969,
Pub. L. 91–151, title I, § 8(a)(2), 83 Stat. 375; Oct. 28, 1974,
Pub. L. 93–495, title I, §§ 101(b)(2), (3), 103(a)(2), 88 Stat.
1501, 1503; Dec. 26, 1974, Pub. L. 93–541, § 1, 88 Stat. 1739;
Nov. 10, 1978, Pub. L. 95–630, title XIV, § 1401(b), 92 Stat.
3712; Dec. 21, 1979, Pub. L. 96–153, title III, § 323(b), 93
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Stat. 1120; Mar. 31, 1980, Pub. L. 96–221, title III,
§ 308(b)(1)(B), 94 Stat. 147; Oct. 15, 1982, Pub. L. 97–320,
title I, § 128, 96 Stat. 1486; Oct. 22, 1986, Pub. L. 99–514,
§ 2, 100 Stat. 2095, related to payment of insurance, stat-
ute of limitations with respect to claims, and insurance
of public funds.

Section 1729, acts June 27, 1934, ch. 847, title IV, § 406,
48 Stat. 1259; May 28, 1935, ch. 150, §§ 26, 27, 49 Stat. 299;
1947 Reorg. Plan No. 3, eff. July 27, 1947, 12 F.R. 4981, 61
Stat. 954; Aug. 2, 1954, ch. 649, title VIII, § 802(c)(2), 68
Stat. 643; Aug. 11, 1955, ch. 783, title I, § 109(a)(3), (b), 69
Stat. 640, 641; July 7, 1968, Pub. L. 90–389, § 6, 82 Stat.
295; Nov. 10, 1978, Pub. L. 95–630, title I, § 105(b)(2), 92
Stat. 3647; Oct. 15, 1982, Pub. L. 97–320, title I, §§ 122,
141(a)(6), title II, §§ 202(a), 206, 96 Stat. 1480, 1489, 1496;
Jan. 12, 1983, Pub. L. 97–457, §§ 5, 9(a), (b)(1), 96 Stat. 2507,
2508; Aug. 10, 1987, Pub. L. 100–86, title IV, § 405, title V,
§ 509(a), 101 Stat. 613, 635, related to liquidation of in-
sured institutions.

Section 1730, acts June 27, 1934, ch. 847, title IV, § 407,
48 Stat. 1260; June 27, 1950, ch. 369, § 11, 64 Stat. 259; Aug.
2, 1954, ch. 649, title V, § 501(3), 68 Stat. 633; Aug. 11, 1955,
ch. 783, title I, § 109(a)(3), 69 Stat. 640; Oct. 16, 1966, Pub.
L. 89–695, title I, § 102(a), 80 Stat. 1036; Oct. 28, 1974, Pub.
L. 93–495, title I, § 105(c), 88 Stat. 1504; Nov. 10, 1978, Pub.
L. 95–630, title I, §§ 107(a)(2), (c)(2), (d)(2), (e)(2), 111(b),
title II, § 208(c), title VII, §§ 702, 703, 92 Stat. 3650, 3654,
3658, 3661, 3667, 3675, 3687; Oct. 15, 1982, Pub. L. 97–320,
title I, § 115(c)–(e), title IV, §§ 424(b), (d)(7), (e), 425(a),
427(b), 96 Stat. 1476, 1522, 1523, 1525; Oct. 27, 1986, Pub. L.
99–570, title I, §§ 1359(c), 1361, 100 Stat. 3207–28, 3207–31;
Aug. 10, 1987, Pub. L. 100–86, title I, § 111(b), title III,
§ 306(e), title IV, §§ 406(b), 413(b), 101 Stat. 581, 602, 615,
621, related to termination of insurance and enforce-
ment provisions.

Section 1730a, act June 27, 1934, ch. 847, title IV, § 408,
as added Sept. 23, 1959, Pub. L. 86–374, 73 Stat. 691;
amended Sept. 13, 1960, Pub. L. 86–746, 74 Stat. 883; Oct.
16, 1966, Pub. L. 89–695, title I, § 103, 80 Stat. 1046; Feb.
14, 1968, Pub. L. 90–255, § 2, 82 Stat. 5; Oct. 21, 1968, Pub.
L. 90–608, ch. IV, § 403, 82 Stat. 1194; July 24, 1970, Pub.
L. 91–351, title VII, § 705, 84 Stat. 462; Dec. 31, 1970, Pub.
L. 91–609, title IX, § 920, 84 Stat. 1816; Nov. 10, 1978, Pub.
L. 95–630, title I, §§ 105(b)(1), 106(c), 92 Stat. 3646, 3649;
Oct. 15, 1982, Pub. L. 97–320, title I, §§ 115(b), 123,
141(a)(7), title III, § 335, title IV, § 424(b), (d)(5), 96 Stat.
1475, 1483, 1489, 1505, 1522, 1523; Jan. 12, 1983, Pub. L.
97–457, §§ 6, 7, 96 Stat. 2507; Oct. 22, 1986, Pub. L. 99–514,
§ 2, 100 Stat. 2095; Aug. 10, 1987, Pub. L. 100–86, title I,
§§ 104(a)–(c)(1), (d)–(h), 106(a), 107(a), 110, 111(a), title IV,
§§ 410(b), 414, title V, § 509(a), 101 Stat. 567–571, 573–577,
579, 580, 620, 621, 635, related to regulation of holding
companies.

Section 1730b, act June 27, 1934, ch. 847, title IV, § 409,
as added Sept. 2, 1964, Pub. L. 88–560, title IX, § 909, 78
Stat. 805, related to investment of certain funds in ac-
counts of insured institutions.

Section 1730c, act June 27, 1934, ch. 847, title IV, § 410,
as added Dec. 15, 1967, Pub. L. 90–203, § 4, 81 Stat. 611, re-
lated to participation by insured institutions in lotter-
ies and related activities.

Section 1730d, act June 27, 1934, ch. 847, title IV, § 411,
as added Oct. 26, 1970, Pub. L. 91–508, title I, § 102, 84
Stat. 1116; amended Nov. 18, 1988, Pub. L. 100–690, title
VI, § 6185(d)(2), 102 Stat. 4356, related to retention of
records by insured institutions.

TRANSFER OF FUNCTIONS

For provisions relating to abolition of Federal Sav-
ings and Loan Insurance Corporation and transfer of
functions, personnel and property, see sections 401 to
406 of Pub. L. 101–73, set out as a note under section 1437
of this title.

§ 1730e. Repealed. Pub. L. 96�221, title V, § 529,
Mar. 31, 1980, 94 Stat. 168

Section, act June 27, 1934, ch. 847, title IV, § 412, as
added Dec. 28, 1979, Pub. L. 96–161, title II, § 203, 93 Stat.
1236, provided that if the applicable rate prescribed in

this section exceeded the rate an insured institution
would be permitted to charge in the absence of this sec-
tion, then such institution could, for a business or agri-
cultural loan of $25,000 or more, notwithstanding State
law, take or charge on any evidence of debt, interest of
not more than 5 per centum in excess of the discount
rate in effect at the Federal Reserve bank in the dis-
trict in which the institution was located, that the tak-
ing or charging of interest at a greater rate than that
prescribed by this section, if knowingly done, would be
deemed a forfeit of the entire interest on that particu-
lar evidence of debt, and that if such greater rate of in-
terest had already been paid, the payor could recover
twice the amount of such payment in a civil action
commenced within two years of such payment. See sec-
tion 1730g of this title.

A prior section 1730e, act June 27, 1934, ch. 847, § 412,
as added Nov. 5, 1979, Pub. L. 96–104, title I, § 103, 93
Stat. 790, identical to this section as added by Pub. L.
96–161, was repealed by section 212 of Pub. L. 96–161, ef-
fective at the close of Dec. 27, 1979, except that its pro-
visions would continue to apply to any loan made in
any State on or after Nov. 5, 1979, but prior to such re-
peal.

A prior section 1730e, act June 27, 1934, ch. 847, § 412,
as added Oct. 29, 1974, Pub. L. 93–501, title II, § 203, 88
Stat. 1559, identical to this section as added by Pub. L.
96–104, was repealed by section 1 of Pub. L. 96–104 except
that its provisions shall continue to apply to any loan
made in any State during the period specified in sec-
tion 206 of Pub. L. 93–501.

EFFECTIVE DATE OF REPEAL

Section 529 of Pub. L. 96–221 provided that the repeal
of this section is effective at close of Mar. 31, 1980.

SAVINGS PROVISION

Section 529 of Pub. L. 96–221 provided that, notwith-
standing the repeal of Pub. L. 96–104 and title II of Pub.
L. 96–161, this section [which had been enacted by those
laws] shall continue to apply to any loan made, any de-
posit made, or any obligation issued in any State dur-
ing any period when this section was in effect in such
State.

§§ 1730f to 1730i. Repealed. Pub. L. 101�73, title
IV, § 407, Aug. 9, 1989, 103 Stat. 363

Section 1730f, act June 27, 1934, ch. 847, title IV, § 413,
as added Dec. 22, 1974, Pub. L. 93–533, § 11(b), 88 Stat.
1729, related to disclosures with respect to certain fed-
erally related mortgage loans, identity of beneficiary
interest as condition for loan, and report to Board.

Section 1730g, act June 27, 1934, ch. 847, title IV, § 414,
as added Mar. 31, 1980, Pub. L. 96–221, title V, § 522, 94
Stat. 165; amended Jan. 12, 1983, Pub. L. 97–457, § 33, 96
Stat. 2511, related to insured savings and loan associa-
tions.

Section 1730h, act June 27, 1934, ch. 847, title IV, § 415,
as added Aug. 10, 1987, Pub. L. 100–86, title IV, § 402(b),
101 Stat. 606, related to accounting principles and other
standards and requirements.

Section 1730i, act June 27, 1934, ch. 847, title IV, § 416,
as added Aug. 10, 1987, Pub. L. 100–86, title IV, § 404(b),
101 Stat. 611, related to thrift industry recovery regula-
tions.

SAVINGS PROVISION

Any plan approved by the Federal Savings and Loan
Insurance Corporation under former section 1730i of
this title for any State savings association to continue
in effect as long as such association adheres to the plan
and continues to submit to the Federal Deposit Insur-
ance Corporation regular and complete reports on the
progress in meeting the association’s goals under the
plan, notwithstanding the repeal of that section, see
section 302 of Pub. L. 101–73, set out as a Savings Provi-
sion note under section 1467a of this title.

TRANSFER OF FUNCTIONS

For provisions relating to abolition of Federal Sav-
ings and Loan Insurance Corporation and Federal Home
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Loan Bank Board and transfer of functions, personnel,
and property of such agencies, see sections 401 to 406 of
Pub. L. 101–73, set out as a note under section 1437 of
this title.

SUBCHAPTER V—MISCELLANEOUS

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in section 1702 of this
title.

§ 1731. Repealed. June 25, 1948, ch. 645, § 21, 62
Stat. 862, eff. Sept. 1, 1948

Section, acts June 27, 1934, ch. 847, title V, § 512, 48
Stat. 1265; Feb. 3, 1938, ch. 13, §§ 9, 10, 52 Stat. 24, 25;
June 28, 1941, ch. 261, § 10, 55 Stat. 365, related to pen-
alties. See sections 493, 657, 709, 1006, and 1008 to 1010 of
Title 18, Crimes and Criminal Procedure.

§ 1731a. Penalties

Notwithstanding any other provision of law,
the Secretary is authorized to refuse the bene-
fits of participation (either directly as an in-
sured lender or as a borrower, or indirectly as a
builder, contractor, or dealer, or salesman or
sales agent for a builder, contractor or dealer)
under subchapter I, II, VI, VII, VIII, IX–B, or X
of this chapter to any person or firm (including
but not limited to any individual, partnership,
association, trust, or corporation) if the Sec-
retary has determined that such person or firm
(1) has knowingly or willfully violated any pro-
vision of this chapter or of title III of the Serv-
icemen’s Readjustment Act of 1944, as amended,
or of chapter 37 of title 38, or of any regulation
issued by the Secretary under this chapter or by
the Secretary of Veterans Affairs under said
title III, or chapter 37, or (2) has, in connection
with any construction, alteration, repair or im-
provement work financed with assistance under
this chapter or under said title III, or chapter 37,
or in connection with contracts or financing re-
lating to such work, violated any Federal or
State penal statute, or (3) has failed materially
to properly carry out contractual obligations
with respect to the completion of construction,
alteration, repair, or improvement work fi-
nanced with assistance under this chapter or
under title III of the Servicemen’s Readjustment
Act of 1944, as amended, or of chapter 37 of title
38. Before any such determination is made any
person or firm with respect to whom such a de-
termination is proposed shall be notified in writ-
ing by the Secretary and shall be entitled, upon
making a written request to the Secretary, to a
written notice specifying charges in reasonable
detail and an opportunity to be heard and to be
represented by counsel. Determinations made by
the Secretary under this section shall be based
on the preponderance of the evidence. For the
purposes of compliance with this section the
Secretary’s notice of a proposed determination
under this section shall be considered to have
been received by the interested person or firm if
the notice is properly mailed to the last known
address of such person or firm.

(June 27, 1934, ch. 847, title V, § 512, as added Aug.
2, 1954, ch. 649, title I, § 132, 68 Stat. 610; amended
Pub. L. 85–857, § 13(h), Sept. 2, 1958, 72 Stat. 1265;
Pub. L. 86–372, title I, § 119, Sept. 23, 1959, 73 Stat.
665; Pub. L. 89–754, title X, § 1020(e), Nov. 3, 1966,

80 Stat. 1296; Pub. L. 90–19, § 1(a)(3), (4), May 25,
1967, 81 Stat. 17; Pub. L. 98–479, title II,
§ 204(a)(17), Oct. 17, 1984, 98 Stat. 2232; Pub. L.
101–235, title I, § 133(d)(3), Dec. 15, 1989, 103 Stat.
2027; Pub. L. 102–54, § 13(d)(2)(B), June 13, 1991, 105
Stat. 274.)

REFERENCES IN TEXT

The Servicemen’s Readjustment Act of 1944, as
amended, referred to in text, is act June 22, 1944, ch.
268, 58 Stat. 284, as amended. Title III of the Service-
men’s Readjustment Act of 1944 was classified generally
to subchapter II (§ 694 et seq.) of chapter 11C of former
Title 38, Pensions, Bonuses, and Veterans’ Relief, and
was repealed by section 14(87) of Pub. L. 85–857, Sept. 2,
1958, 72 Stat. 1273, the first section of which reenacted
title III of such Act as chapter 37 (§ 1801 [now 3701] et
seq.) of Title 38, Veterans’ Benefits.

PRIOR PROVISIONS

A prior section 512 of act of June 27, 1934, related to
offenses and penalties, and was classified to section 1731
of this title, prior to repeal by act June 25, 1948, ch. 645,
§ 21, 62 Stat. 862, eff. Sept. 1, 1948. See note under sec-
tion 1731.

AMENDMENTS

1991—Pub. L. 102–54 substituted ‘‘Secretary of Veter-
ans Affairs’’ for ‘‘Administrator of Veterans’ Affairs’’.

1989—Pub. L. 101–235 struck out reference to sub-
chapter IX–A after reference to subchapter VIII.

1984—Pub. L. 98–479 substituted ‘‘Penalties’’ for ‘‘De-
nial of benefits in cases of abuses; determination by
Secretary; notice and hearing’’ in section catchline.

1967—Pub. L. 90–16 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing, and ‘‘Secretary’s’’ for
‘‘Commissioner’s’’.

1966—Pub. L. 89–754 inserted references to subchapters
IX–A and IX–B of this chapter.

1959—Pub. L. 86–372 provided that for purposes of
compliance with this section the Commissioner’s no-
tice of a proposed determination under this section
shall be considered to have been received by the inter-
ested person or firm if the notice is properly mailed to
the last known address of such person or firm.

1958—Pub. L. 85–857 inserted references to chapter 37
of title 38.

EFFECTIVE DATE OF 1958 AMENDMENT

Amendment by Pub. L. 85–857 effective Jan. 1, 1959,
see section 2 of Pub. L. 85–857, set out as an Effective
Date note preceding part I of Title 38, Veterans’ Bene-
fits.

§ 1731b. Prohibition against transient housing

(a) Intent of Congress
The Congress declares that it has been its in-

tent since the enactment of this chapter that
housing built with the aid of mortgages insured
under this chapter is to be used principally for
residential use; and that this intent excludes the
use of such housing for transient or hotel pur-
poses while such insurance on the mortgage re-
mains outstanding.

(b) Exceptions to prohibition
Notwithstanding any other provisions of this

chapter, no new, existing, or rehabilitated
multifamily housing with respect to which a
mortgage is insured under this chapter shall be
operated for transient or hotel purposes unless
(1) on or before May 28, 1954, the Secretary has
agreed in writing to the rental of all or a portion
of the accommodations in the project for tran-
sient or hotel purposes (in which case no accom-
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modations in excess of the number so agreed to
by the Secretary shall be rented on such basis),
or (2) the project covered by the insured mort-
gage is located in an area which the Secretary
determines to be a resort area, and the Sec-
retary finds that prior to May 28, 1954, a portion
of the accommodations in the project had been
made available for rent for transient or hotel
purposes (in which case no accommodations in
excess of the number which had been made
available for such use shall be rented on such
basis).
(c) Certification as to use as requisite for insur-

ance; exceptions to prohibition against insur-
ing

Notwithstanding any other provisions of this
chapter, no mortgage with respect to multifam-
ily housing shall be insured under this chapter
(except pursuant to a commitment to insure is-
sued prior to August 2, 1954), and (except as to
housing coming within the provisions of clause
(1) or clause (2) of subsection (b) of this section)
no mortgage with respect to multifamily hous-
ing shall be insured for an additional term, un-
less (1) the mortgagor certifies under oath that
while such insurance remains outstanding he
will not rent, or permit the rental of, such hous-
ing or any part thereof for transient or hotel
purposes, and (2) the Secretary has entered into
such contract with, or purchased such stock of,
the mortgagor as the Secretary deems necessary
to enable him to prevent or terminate any use of
such property or project for transient or hotel
purposes while the mortgage insurance remains
outstanding.
(d) Enforcement by Secretary

The Secretary is authorized and directed to
enforce the provisions of this section by all ap-
propriate means at his disposal, as to all exist-
ing multifamily housing with respect to which a
mortgage was insured under this chapter prior
to August 2, 1954, as well as to all multifamily
housing with respect to which a mortgage is
hereafter insured under this chapter: Provided,
That no criminal penalty shall, by reason of en-
actment of this section, be applicable to the
rental or operation of any such existing multi-
family housing in violation of any provision of
subsection (b) of this section at any time prior
to August 2, 1954.
(e) Definitions

As used in this section, (1) the term ‘‘rental
for transient or hotel purposes’’ shall have such
meaning as prescribed by the Secretary but
rental for any period less than thirty days shall
in any event constitute rental for such purposes,
and (2) the term ‘‘multifamily housing’’ shall
mean (i) a property held by a mortgagor upon
which there are located five or more single fam-
ily dwellings, or upon which there is located a
two-, three-, or four-family dwelling, or (ii) a
property or project covered by mortgage insured
or to be insured under section 1713 of this title,
under section 1715e of this title with respect to
any property or project of a corporation or trust
of the character described in paragraph (1) of
subsection (a) thereof, under section 1715k of
this title if the mortgage is within the provi-
sions of paragraph (3) (B) of subsection (d) there-

of, under section 1715l of this title if the mort-
gage is within the provisions of paragraph (3) of
subsection (d) thereof, under section 1743, 1748b,
or 1750g of this title, or (iii) a project with re-
spect to which an insurance contract pursuant
to subchapter VII of this chapter is outstanding.
(f) Investigation after notice of violation; cease

order
Promptly after receipt of written notice that

any portion of any building is being rented or
operated in violation of any provision of this
section or of any rule or regulation lawfully is-
sued thereunder, the Secretary shall investigate
the existence of the facts alleged in the written
notice and shall order such violation, if found to
exist, to cease forthwith.
(g) Prosecution by Attorney General for con-

tinued violation
If such violation does not cease in accordance

with such order, the Secretary shall forward the
complaint to the Attorney General of the United
States for prosecution of such civil or criminal
action, if any, which the Attorney General may
find to be involved in such violation.
(h) Judicial procedure for injunction or other

order
Whenever he finds a violation of any provision

of this section has occurred or is about to occur,
the Attorney General shall petition the district
court of the United States or the district court
of any Territory or other place subject to United
States jurisdiction within whose jurisdictional
limits the person doing or committing the acts
or practices constituting the alleged violation of
this section shall be found, for an order enjoin-
ing such acts or practices, and upon a showing
by the Attorney General that such acts or prac-
tices constituting such violation have been en-
gaged in or are about to be engaged in, a perma-
nent or temporary injunction, restraining order,
or other order, with or without such injunction
or restraining order, shall be granted without
bond.
(i) Injunctive relief for hotel owners

Any person owning or operating a hotel within
a radius of fifty miles of a place where a viola-
tion of any provision of this section has oc-
curred or is about to occur, or any group or as-
sociation of hotel owners or operators within
said fifty-mile radius, at his or their sole charge
or cost, may petition any district court of the
United States or the district court or any Terri-
tory or other place subject to United States ju-
risdiction within whose jurisdictional limits the
person doing or committing the acts or prac-
tices constituting the alleged violation of this
section shall be found, for an order enjoining
such acts or practices, and, upon a showing that
such acts or practices constituting such viola-
tion have been engaged in or are about to be en-
gaged in, a permanent or temporary injunction,
restraining order, or other order, with or with-
out such injunction or restraining order, shall
be granted.
(j) Jurisdiction of district courts

The several district courts of the United
States and the several district courts of the Ter-
ritories of the United States or other place sub-
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1 See References in Text note below. 1 See References in Text note below.

ject to United States jurisdiction, within whose
jurisdictional limits the person doing or com-
mitting the acts or practices constituting the
alleged violation shall be found, shall, where-
soever such acts or practices may have been
done or committed, have full power and jurisdic-
tion to hear, try, and determine such matter
under subsections (h) and (i) of this section.

(June 27, 1934, ch. 847, title V, § 513, as added Aug.
2, 1954, ch. 649, title I, § 132, 68 Stat. 610; amended
Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81 Stat. 17;
Pub. L. 98–479, title II, § 204(a)(18), Oct. 17, 1984,
98 Stat. 2232.)

PRIOR PROVISIONS

A prior section 513 of act June 27, 1934, was renum-
bered section 513A of act June 27, 1934, and is classified
to section 1732 of this title.

AMENDMENTS

1984—Pub. L. 98–479 substituted ‘‘Prohibition against
transient housing’’ for ‘‘Prohibition against use of in-
sured multifamily housing for transient or hotel pur-
poses’’ in section catchline.

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing in subsecs. (b) to (d),
(e)(1), (f), and (g).

§ 1732. Separability

If any provision of this chapter, or the applica-
tion thereof to any person or circumstances, is
held invalid, the remainder of the chapter, and
the application of such provision to other per-
sons or circumstances, shall not be affected
thereby.

(June 27, 1934, ch. 847, title V, § 513A, formerly
§ 513, 48 Stat. 1265; renumbered Pub. L. 98–479,
title II, § 204(a)(19), Oct. 17, 1984, 98 Stat. 2232.)

REFERENCES IN OTHER LAWS

Pub. L. 98–479, title II, § 204(a)(19), Oct. 17, 1984, 98
Stat. 2232, provided in part that: ‘‘Any reference in any
law, regulation, order, document, record, or other paper
of the United States to the section redesignated in this
paragraph [this section] hereby is deemed to refer to
section 513A of the National Housing Act [this sec-
tion].’’

§ 1733. Application of other laws

The provisions of section 1430(a)(1) 1 and 1430b
of this title; the seventh paragraph of section 24
of this title; section 371 of this title; subsection
(n) of section 77B of the Bankruptcy Act, as
amended (49 Stat. 664); section 606i of title 15,
continuing and extending the functions of the
Reconstruction Finance Corporation; and all
other provisions of law establishing rights under
mortgages insured in accordance with the provi-
sions of this chapter, shall be held to apply to
such chapter, as amended.

(June 27, 1934, ch. 847, title V, § 514, as added Feb.
3, 1938, ch. 13, § 11, 52 Stat. 26.)

REFERENCES IN TEXT

Section 1430(a) of this title, referred to in text, was
amended by Pub. L. 106–102, title VI, § 604(a), Nov. 12,
1999, 113 Stat. 1451, and, as so amended, the provisions
formerly appearing in section 1430(a)(1) now appear in
section 1430(a)(3)(A).

Section 77B of the Bankruptcy Act, referred to in
text, was classified to section 207 of former Title 11,
Bankruptcy. The Bankruptcy Act (act July 1, 1898, ch.
541, 30 Stat. 544, as amended), which was classified gen-
erally to former Title 11, was repealed effective Oct. 1,
1979, by Pub. L. 95–598, §§ 401(a), 402(a), Nov. 6, 1978, 92
Stat. 2682, section 101 of which enacted Revised Title 11.
See table preceding section 101 of Revised Title 11.

Section 606i of title 15, referred to in text, was omit-
ted from the Code. See note under section 606i of Title
15, Commerce and Trade.

ABOLITION OF RECONSTRUCTION FINANCE CORPORATION

See section 6(a) of Reorg. Plan No. 1 of 1957, effective
June 30, 1957, 22 F.R. 4633, 71 Stat. 647, set out in the
Appendix to Title 5, Government Organization and Em-
ployees.

§ 1734. Amendment, extension, or increase of
commitment amounts

At any time prior to final endorsement for in-
surance, the Secretary, in his discretion, may
amend, extend, or increase the amount of any
commitment, provided the mortgage, as finally
endorsed for insurance is eligible for insurance
under the provisions of this chapter and the
rules and regulations thereunder, in effect at
the time the original commitment to insure was
issued.

(June 27, 1934, ch. 847, title V, § 515 as added Oct.
25, 1949, ch. 729, § 3, 63 Stat. 906; amended Pub. L.
90–19, § 1(a)(3), May 25, 1967, 81 Stat. 17; Pub. L.
98–479, title II, § 204(a)(20), Oct. 17, 1984, 98 Stat.
2232.)

AMENDMENTS

1984—Pub. L. 98–479 struck out ‘‘; mortgage condi-
tions’’ after ‘‘amounts’’ in section catchline.

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’.

§ 1735. Payment of certain funds to Treasury

The following funds shall be deemed an indebt-
edness to the United States of the particular in-
surance fund involved, and the Secretary is au-
thorized and directed to pay the amount of such
indebtedness to the Secretary of the Treasury,
with simple interest thereon from the date the
funds were advanced to the date of final pay-
ment at a rate determined by the Secretary of
the Treasury, taking into consideration the av-
erage rate on outstanding marketable obliga-
tions of the United States from the date the
funds were advanced until the date of final pay-
ment—

(1) funds made available to the Secretary
pursuant to the provisions of sections 1705 and
1708 of this title, exclusive of amounts here-
tofore refunded, (a) for carrying out this sub-
chapter and section 484d of title 48 with re-
spect to mortgages insured under section 1709
of this title where such funds were credited to
the general reinsurance account in the Mutual
Mortgage Insurance Fund, and (b) for the pay-
ment of salaries and expenses with respect to
mortgage insurance under sections 1713 and
1715a of this title where such funds were cred-
ited to the Housing Insurance Fund;

(2) funds made available to the Secretary
pursuant to sections 1737 and 1748a 1 of this
title; and



Page 770TITLE 12—BANKS AND BANKING§ 1735a

(3) funds made available to the Secretary by
the Secretary of the Treasury pursuant to sec-
tion 1747i 1 of this title.

Payments to the Secretary of the Treasury
under this section shall be made in such
amounts and at such times as the Secretary de-
termines, after consultations with the Secretary
of the Treasury, that funds are available for
that purpose, taking into consideration the con-
tinued solvency of the funds involved. All pay-
ments made pursuant to this section shall be
covered into the Treasury as miscellaneous re-
ceipts.

(June 27, 1934, ch. 847, title V, § 516, as added
June 30, 1953, ch. 170, § 9, 67 Stat. 123; amended
Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81 Stat. 17;
Pub. L. 98–479, title II, § 204(a)(21), Oct. 17, 1984,
98 Stat. 2232.)

REFERENCES IN TEXT

Section 1715a of this title, referred to in par. (1), in
the original was a reference to section 210 of the Na-
tional Housing Act (June 27, 1934, ch. 847, § 210, as added
Feb. 3, 1938, ch. 13, § 3, 52 Stat. 22), which was repealed
by act June 3, 1939, ch. 175, § 13, 53 Stat. 807. See note
set out under section 1715a.

Section 484d of title 48, referred to in text, which au-
thorized the Federal Housing Commissioner to pre-
scribe a higher maximum for the principal obligation of
mortgages, was omitted from the Code.

Sections 1737, 1747i, and 1748a of this title, referred to
in text, were repealed by Pub. L. 89–117, title II,
§ 1108(aa), Aug. 10, 1965, 79 Stat. 507.

AMENDMENTS

1984—Pub. L. 98–479 inserted ‘‘Payment of certain
funds to Treasury’’ as section catchline.

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing.

§ 1735a. Prepayment of mortgages by nonprofit
educational institutions; refunds

(a) Notwithstanding any other provision of
this chapter, no adjusted premium charge shall
be collected in connection with the payment in
full, prior to maturity, of any mortgage insured
under this chapter, if the mortgagor certifies to
the Secretary that the loan was paid in full by
or on behalf of a nonprofit educational institu-
tion which intends to use the property for edu-
cational purposes.

(b) The Secretary shall refund any adjusted
premium charge collected subsequent to July 1,
1962, and prior to September 2, 1964, in connec-
tion with the payment in full, prior to maturity,
of any mortgage insured under this chapter, if
the mortgagor under such mortgage makes the
certification prescribed by subsection (a) of this
section.

(June 27, 1934, ch. 847, title V, § 517, as added Pub.
L. 88–560, title I, § 120, Sept. 2, 1964, 78 Stat. 782;
amended Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81
Stat. 17.)

AMENDMENTS

1967—Subsecs. (a), (b). Pub. L. 90–19 substituted ‘‘Sec-
retary’’ for ‘‘Commissioner’’ wherever appearing.

§ 1735b. Expenditures to correct or reimburse for
structural or other major defects in mort-
gaged homes

(a) Prior to beginning of construction
(1) The Secretary is authorized to make ex-

penditures under this subsection with respect to
any property that—

(A) is a condominium unit (including com-
mon areas) or is improved by a one-to-four
family dwelling;

(B) was approved, before the beginning of
construction, for mortgage insurance under
this chapter or for guaranty, insurance, or di-
rect loan under chapter 37 of title 38 or was
less than a year old at the time of insurance
of the mortgage and was covered by a con-
sumer protection or warranty plan acceptable
to the Secretary; and

(C) the Secretary finds to have structural
defects.

(2) Expenditures under this subsection may be
made for (A) correcting such defects, (B) paying
the claims of the owner of the property arising
from such defects, or (C) acquiring title to the
property: Provided, That such authority of the
Secretary shall exist only (A) if the owner has
requested assistance from the Secretary not
later than four years (or such shorter time as
the Secretary may prescribe) after insurance of
the mortgage, and (B) if the property is encum-
bered by a mortgage which is insured under this
chapter after September 2, 1964.
(b) Mortgages insured on or after August 1, 1968,

but prior to January 1, 1973; requirements;
reimbursement from seller; insurance fund
chargeable

The Secretary is authorized to make expendi-
tures to correct, or to reimburse the owner for
the correction of, structural or other major de-
fects which so seriously affect use and livability
as to create a serious danger to the life or safety
of inhabitants of any one, two, three, or four
family dwelling which is covered by a mortgage
insured under section 1715z of this title or which
is located in an older, declining urban area and
is covered by a mortgage insured under section
1709 or 1715l of this title on or after August 1,
1968, but prior to January 1, 1973, and which is
more than one year old on the date of the issu-
ance of the insurance commitment, if (1) the
owner requests assistance from the Secretary
not later than one year after the insurance of
the mortgage, or, in the case of a dwelling cov-
ered by a mortgage insured under section 1709 or
1715l of this title the insurance commitment for
which was issued on or after August 1, 1968, but
prior to January 1, 1973, not more than four
months after August 3, 1976, and (2) the defect is
one that existed on the date of the issuance of
the insurance commitment and is one that a
proper inspection could reasonably be expected
to disclose. The Secretary may require from the
seller of any such dwelling an agreement to re-
imburse him for any payments made pursuant to
this subsection with respect to such dwelling.
Expenditures pursuant to this subsection shall
be made from the insurance fund chargeable for
insurance benefits on the mortgage covering the
structure to which the expenditures relate.
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There are hereby authorized to be appropriated
such sums as may be necessary to cover the
costs of such expenditures not otherwise pro-
vided for.
(c) Regulations; finality of decision

The Secretary shall by regulations prescribe
the terms and conditions under which expendi-
tures and payments may be made under the pro-
visions of this section, and his decisions regard-
ing such expenditures or payments, and the
terms and conditions under which the same are
approved or disapproved, shall be final and con-
clusive and shall not be subject to judicial re-
view.
(d) Mortgages insured on or after January 1,

1973, but prior to August 1, 1976; require-
ments; reimbursement from seller; insurance
fund chargeable

The Secretary is authorized to make expendi-
tures to correct or to reimburse the owner for
the correction of structural or other major de-
fects which so seriously affect use and liveabil-
ity as to create a serious danger to the life or
safety of inhabitants of any one-, two-, three-, or
four-family dwelling which is more than one
year old on the date of issuance of the insurance
commitment, is located in an older, declining
urban area, and is covered by a mortgage in-
sured under section 1709 or 1715l of this title on
or after January 1, 1973, but prior to August 3,
1976, if (1) the owner requests assistance from
the Secretary not more than one year after Au-
gust 3, 1976, and (2) the defect is one that existed
on the date of the issuance of the insurance
commitment and is one that a proper inspection
could reasonably have been expected to have dis-
closed. The Secretary may require from the sell-
er of any such dwelling an agreement to reim-
burse him for any payments made pursuant to
this subsection with respect to such dwelling.
Expenditures pursuant to this subsection shall
be made from the insurance fund chargeable for
insurance benefits on the mortgage covering the
structure to which the expenditures relate.
There are hereby authorized to be appropriated
such sums as may be necessary to cover the
costs of such expenditures not otherwise pro-
vided for.
(e) Report to Congress on effective program for

protecting home buyers
The Secretary of Housing and Urban Develop-

ment is authorized and directed to conduct a
full and complete investigation and study and
report to Congress, with recommendations, not
later than March 1, 1977, with respect to an ef-
fective program for protecting home buyers
from hidden or undisclosed defects seriously af-
fecting the use and livability of the home, which
would be applicable to existing homes financed
with mortgages insured under this chapter. In
the study and report the Secretary shall par-
ticularly investigate the need for, cost and fea-
sible structure of, a national home inspection
and warranty program, with respect to such
homes, to be operated by the Federal Govern-
ment out of fees assessed on the home buyer and
amortized over a period of two years. The Sec-
retary’s report shall also present an analysis of
alternative Federal programs to meet these

needs, and the cost and means of financing such
programs. In the report the Secretary shall also
outline administrative steps which can be taken
to provide disclosure to purchasers of existing
homes financed with mortgages insured under
this chapter of the actual condition of the home
and the types of repairs or replacements likely
to be needed within a period of two years, such
as repairs or replacement of furnace, roof or
major appliances, based on age and useful life
expectancy of such appurtenances.

(June 27, 1934, ch. 847, title V, § 518, as added Pub.
L. 88–560, title I, § 121, Sept. 2, 1964, 78 Stat. 783;
amended Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81
Stat. 17; Pub. L. 91–609, title I, § 104, Dec. 31 1970,
84 Stat. 1771; Pub. L. 93–383, title III, § 306, Aug.
22, 1974, 88 Stat. 678; Pub. L. 94–50, title III, § 302,
July 2, 1975, 89 Stat. 256; Pub. L. 94–375, § 9, Aug.
3, 1976, 90 Stat. 1072; Pub. L. 98–181, title IV, § 427,
Nov. 30, 1983, 97 Stat. 1218; Pub. L. 102–550, title
V, § 515, Oct. 28, 1992, 106 Stat. 3789.)

AMENDMENTS

1992—Subsec. (a). Pub. L. 102–550 substituted par. (1)
and ‘‘(2) Expenditures under this subsection may be
made for’’ for ‘‘The Secretary is authorized, with re-
spect to any property improved by a one- to four-family
dwelling that, before the beginning of construction,
was approved for mortgage insurance under this chap-
ter or for guaranty, insurance, or a direct loan under
chapter 37 of title 38 and that the Secretary finds to
have structural defects, to make expenditures for’’ and
redesignated former cls. (1) to (3) appearing before pro-
viso as cls. (A) to (C), respectively, of par. (2).

1983—Subsec. (a). Pub. L. 98–181 substituted ‘‘that, be-
fore the beginning of construction, was approved for
mortgage insurance under this chapter or for guaranty,
insurance, or a direct loan under chapter 37 of title 38
and that the Secretary finds’’ for ‘‘approved for mort-
gage insurance prior to the beginning of construction
which he finds’’.

1976—Subsec. (b). Pub. L. 94–375, § 9(a), substituted
‘‘not more than four months after August 3, 1976’’ for
‘‘not more than 19 months after August 22, 1974’’, and
provision requiring expenditures be made from the in-
surance fund chargeable for insurance benefits on the
mortgage covering the structure and appropriating
sums for expenditures not otherwise covered for provi-
sion requiring expenditures be made from the Special
Risk Insurance Fund.

Subsecs. (d), (e). Pub. L. 94–375, § 9(b), added subsecs.
(d) and (e).

1975—Subsec. (b). Pub. L. 94–50 substituted ‘‘one, two,
three, or four’’ for ‘‘one or two’’, and ‘‘not more than
19 months’’ for ‘‘not more than one year’’.

1974—Subsec. (b). Pub. L. 93–383 substituted provi-
sions relating to authorization of the Secretary to
make expenditures to correct, or to reimburse the
owner for the correction of structural or other major
defects of covered one or two family dwellings, for pro-
visions relating to the authorization of the Secretary
to make expenditures to correct, or to compensate the
owner for, structural or other defects of covered single-
family dwellings.

1970—Subsecs. (b), (c). Pub. L. 91–609 added subsec. (b)
and redesignated former subsec. (b) as (c).

1967—Subsecs. (a), (b). Pub. L. 90–19 substituted ‘‘Sec-
retary’’ for ‘‘Commissioner’’ wherever appearing.

§ 1735c. General Insurance Fund

(a) Establishment; purpose; mortgages or loans
insurable; transfers to

There is hereby created a General Insurance
Fund which shall be used by the Secretary, on
and after August 10, 1965, as a revolving fund for
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carrying out all the insurance provisions of this
chapter with the exception of those specified in
subsection (e) of this section. All mortgages or
loans insured under this chapter pursuant to
commitments issued on or after August 10, 1965,
except those specified in subsection (e) of this
section, and all loans reported for insurance
under section 1703 of this title on or after Au-
gust 10, 1965, shall be insured under the General
Insurance Fund. The Secretary shall transfer to
the General Insurance Fund—

(1) the assets and liabilities of all insurance
accounts and funds, except the Mutual Mort-
gage Insurance Fund, existing under this chap-
ter immediately prior to August 10, 1965;

(2) all outstanding commitments for insur-
ance issued prior to August 10, 1965, except
those specified in subsection (e) of this sec-
tion;

(3) the insurance on all mortgages and loans
insured prior to August 10, 1965, except insur-
ance specified in subsection (e) of this section;
and

(4) the insurance of all loans made by ap-
proved financial institutions pursuant to sec-
tion 1703 of this title prior to August 10, 1965.

(b) Expenses chargeable to Fund
The general expenses of the operations of the

Department of Housing and Urban Development
relating to mortgages and loans which are the
obligation of the General Insurance Fund may
be charged to the General Insurance Fund.
(c) Deposit or investment of moneys; purchase of

debentures
Moneys in the General Insurance Fund not

needed for the current operations of the Depart-
ment of Housing and Urban Development with
respect to mortgages and loans which are the
obligation of the General Insurance Fund shall
be deposited with the Treasurer of the United
States to the credit of such Fund, or invested in
bonds or other obligations of, or in bonds or
other obligations guaranteed as to principal and
interest by, the United States or any agency of
the United States: Provided, That such moneys
shall to the maximum extent feasible be in-
vested in such bonds or other obligations the
proceeds of which will be used to directly sup-
port the residential mortgage market. The Sec-
retary may, with the approval of the Secretary
of the Treasury, purchase in the open market
debentures issued as obligations of the General
Insurance Fund or issued prior to August 10,
1965, under other provisions of this chapter, ex-
cept debentures issued under the Mutual Mort-
gage Insurance Fund. Such purchases shall be
made at a price which will provide an invest-
ment yield of not less than the yield obtainable
from other investments authorized by this sec-
tion. Debentures so purchased shall be canceled
and not reissued.
(d) Credits and charges to Fund

Premium charges, adjusted premium charges,
and appraisal and other fees received on account
of the insurance of any mortgage or loan which
is the obligation of the General Insurance Fund,
the receipts derived from the property covered
by such mortgages and loans and from the
claims, debts, contracts, property, and security

assigned to the Secretary in connection there-
with, and all earnings on the assets of the Fund
shall be credited to the General Insurance Fund.
The principal of, and interest paid and to be paid
on, debentures which are the obligation of such
Fund, cash insurance payments and adjust-
ments, and expenses incurred in the handling,
management, renovation, and disposal of prop-
erties acquired, in connection with mortgages
and loans which are the obligation of such Fund,
shall be charged to such Fund.

(e) Restrictions on use of Fund
The General Insurance Fund shall not be used

for carrying out the provisions of section 1709(b)
(except as provided in section 1709(v)), (h), and
(i) of this title, or the provisions of section 1715e
of this title to the extent that they involve
mortgages the insurance for which is the obliga-
tion of the Cooperative Management Housing In-
surance Fund created by section 1715e(k) of this
title, or the provisions of sections 1715n(e),
1715x(a)(2), 1715z, 1715z–1 and 1715z–2 of this title;
and nothing in this section shall apply to or af-
fect any mortgages, loans, commitments, or in-
surance under such provisions.

(f) Risk assessment
The Secretary shall undertake an annual as-

sessment of the risks associated with each of the
insurance programs comprising the General In-
surance Fund, and shall present findings from
such review to the Congress in the FHA Annual
Management Report.

(June 27, 1934, ch. 847, title V, § 519, as added Pub.
L. 89–117, title II, § 214, Aug. 10, 1965, 79 Stat. 471;
amended Pub. L. 90–19, § 1(a)(1), (3), May 25, 1967,
81 Stat. 17; Pub. L. 90–448, title I, § 104(c), Aug. 1,
1968, 82 Stat. 488; Pub. L. 91–609, title I, § 117(e),
Dec. 31, 1970, 84 Stat. 1775; Pub. L. 94–375, § 10,
Aug. 3, 1976, 90 Stat. 1073; Pub. L. 95–24, title I,
§ 102, Apr. 30, 1977, 91 Stat. 55; Pub. L. 95–557,
title III, § 310, Oct. 31, 1978, 92 Stat. 2098; Pub. L.
96–153, title III, § 305, Dec. 21, 1979, 93 Stat. 1112;
Pub. L. 96–399, title III, § 305, Oct. 8, 1980, 94 Stat.
1639; Pub. L. 97–35, title III, § 334, Aug. 13, 1981, 95
Stat. 414; Pub. L. 98–181, title IV, § 403, Nov. 30,
1983, 97 Stat. 1208; Pub. L. 102–550, title I,
§ 185(c)(2), Oct. 28, 1992, 106 Stat. 3748; Pub. L.
103–233, title I, §§ 103(g)(2), 105(b), Apr. 11, 1994,
108 Stat. 362, 363.)

AMENDMENTS

1994—Subsec. (f). Pub. L. 103–233, § 105(b), redesignated
subsec. (g) as (f) and struck out former subsec. (f) which
read as follows: ‘‘There are authorized to be appro-
priated such sums as may be necessary to cover losses
sustained by the General Insurance Fund.’’

Subsec. (g). Pub. L. 103–233, § 105(b)(2), redesignated
subsec. (g) as (f).

Pub. L. 103–233, § 103(g)(2), added subsec. (g).
1992—Subsec. (e). Pub. L. 102–550 inserted ‘‘(except as

provided in section 1709(v))’’ after ‘‘1709(b)’’.
1983—Subsec. (f). Pub. L. 98–181 inserted ‘‘such sums

as may be necessary’’ after ‘‘appropriated’’, and struck
out ‘‘not to exceed $1,738,000,000, which amount shall be
increased by $126,673,000 on October 1, 1981’’ after ‘‘In-
surance Fund’’.

1981—Subsec. (f). Pub. L. 97–35 inserted provision in-
creasing authorization on Oct. 1, 1981.

1980—Subsec. (f). Pub. L. 96–399 substituted
‘‘$1,738,000,000’’ for ‘‘$1,341,000,000, which amount shall
be increased by $165,000,000 on October 1, 1978, which
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shall be increased by not to exceed $93,000,000 on Octo-
ber 1, 1979’’.

1979—Subsec. (f). Pub. L. 96–153 provided for an in-
crease of $93,000,000 on October 1, 1979.

1978—Subsec. (f). Pub. L. 95–557 inserted ‘‘which
amount shall be increased by $165,000,000 on October 1,
1978’’.

1977—Subsec. (f). Pub. L. 95–24 substituted
‘‘$1,341,000,000’’ for ‘‘$500,000,000’’.

1976—Subsec. (f). Pub. L. 94–375 added subsec. (f).
1970—Subsec. (c). Pub. L. 91–609 provided for guaran-

tee as to principal and interest by any agency of the
United States and for investment of moneys in bonds or
other obligations the proceeds of which will be used to
directly support the residential mortgage market.

1968—Subsec. (e). Pub. L. 90–448 prohibited use of
Fund for carrying out provisions of sections 1715n(e),
1715x(a)(2), 1715z, 1715z–1 and 1715z–2 of this title.

1967—Pub. L. 90–19 substituted ‘‘Department of Hous-
ing and Urban Development’’ for ‘‘Federal Housing Ad-
ministration’’ wherever appearing in subsecs. (b) and
(c) of this section and ‘‘Secretary’’ for ‘‘Commissioner’’
in subsecs. (a), (c), and (d) of this section, respectively.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1709, 1715z–3,
1715z–11a, 1715z–12, 1715z–13, 1735f–20 of this title.

§ 1735d. Payment of insurance benefits in cash or
debentures; borrowing money from Treasury
to make payments

(a) Notwithstanding any other provisions of
this chapter with respect to the payment of in-
surance benefits, the Secretary is authorized, in
his discretion, to pay in cash or in debentures
any insurance claim or part thereof which is
paid on or after August 10, 1965, on a mortgage
or a loan which was insured under any section of
this chapter either before or after such date. If
payment is made in cash, it shall be in an
amount equivalent to the face amount of the de-
bentures that would otherwise be issued plus an
amount equivalent to the interest which the de-
bentures would have earned, computed to a date
to be established pursuant to regulations issued
by the Secretary.

(b) The Secretary is authorized to borrow from
the Treasury from time to time such amounts as
the Secretary shall determine are necessary (1)
to make payments in cash (in lieu of issuing de-
bentures guaranteed by the United States, as
provided in this chapter) pursuant to the provi-
sions of this section, and (2) to make payments
for reinsured and directly insured losses under
subchapter IX–C 1 of this chapter: Provided, how-
ever, That borrowings to make payments for re-
insured and directly insured losses under sub-
chapter IX–C 1 of this chapter shall be limited to
$250,000,000 or such further sum as the Congress,
by joint resolution, may from time to time de-
termine. Notes or other obligations issued by
the Secretary in borrowing under this sub-
section shall be subject to such terms and condi-
tions as the secretary of the Treasury may pre-
scribe. Each sum borrowed pursuant to this sub-
section shall bear interest at a rate determined
by the Secretary of the Treasury, taking into

consideration the average market yield on out-
standing marketable obligations of the United
States of comparable maturities during the
month preceding the issuance of such notes or
other obligations.

(June 27, 1934, ch. 847, title V, § 520, as added Pub.
L. 89–117, title II, § 215, Aug. 10, 1965, 79 Stat. 472;
amended Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81
Stat. 17; Pub. L. 90–448, title XI, § 1104, Aug. 1,
1968, 82 Stat. 566; Pub. L. 91–609, title VI, § 604,
Dec. 31, 1970, 84 Stat. 1791.)

REFERENCES IN TEXT

Subchapter IX–C of this chapter, referred to in sub-
sec. (b), was classified to section 1749bbb et seq. of this
title and was omitted from the Code.

AMENDMENTS

1970—Subsec. (b)(2). Pub. L. 91–609 provided for mak-
ing payments for directly insured losses and made limi-
tation provision applicable to such payments.

1968—Subsec. (b). Pub. L. 90–448 empowered the Sec-
retary to borrow to make payments for reinsured losses
under subchapter IX–C of this chapter, and limited such
borrowing to $250,000,000 or such further sum as Con-
gress may determine.

1967—Subsecs. (a), (b). Pub. L. 90–19 substituted ‘‘Sec-
retary’’ for ‘‘Commissioner’’ wherever appearing.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1710 of this title.

§ 1735e. Acceptance of materials or products used
in structures

The Secretary shall adopt a uniform procedure
for the acceptance of materials and products to
be used in structures approved for mortgages or
loans insured under this chapter. Under such
procedure any material or product which the
Secretary finds is technically suitable for the
use proposed shall be accepted. Acceptance of a
material or product as technically suitable shall
not be deemed to restrict the discretion of the
Secretary to determine that a structure, with
respect to which a mortgage is executed, is eco-
nomically sound or an acceptable risk.

(June 27, 1934, ch. 847, title V, § 521, as added Pub.
L. 89–117, title II, § 216, Aug. 10, 1965, 79 Stat. 473;
amended Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81
Stat. 17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing.

§ 1735e�1. Use of American materials and prod-
ucts

In the administration of housing assistance
programs, the Secretary of Housing and Urban
Development shall encourage the use of mate-
rials and products mined and produced in the
United States.

(Pub. L. 100–242, title V, § 571, Feb. 5, 1988, 101
Stat. 1950.)

CODIFICATION

Section was enacted as part of the Housing and Com-
munity Development Act of 1987, and not as part of the
National Housing Act which comprises this chapter.

§ 1735f. Water and sewerage facilities

Notwithstanding any other provision of this
chapter, no mortgage which covers new con-
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struction shall be approved for insurance under
this chapter (except pursuant to a commitment
made prior to August 10, 1965) if the mortgaged
property includes housing which is not served by
a public or adequate community water and sew-
erage system: Provided, That this limitation
shall be applicable only to property which is not
served by a system approved by the Secretary
pursuant to subchapter IX–A of this chapter, as
such subchapter existed immediately before De-
cember 15, 1989, and which is situated in an area
certified by appropriate local officials to be an
area where the establishment of public or ade-
quate community water and sewerage systems is
economically feasible: Provided further, That for
purposes of this section the economic feasibility
of establishing such public or adequate commu-
nity water and sewerage systems shall be deter-
mined without regard to whether such establish-
ment is authorized by law or is subject to ap-
proval by one or more local governments or pub-
lic bodies.

(June 27, 1934, ch. 847, title V, § 522, as added Pub.
L. 89–117, title II, § 217(a), Aug. 10, 1965, 79 Stat.
473; amended Pub. L. 90–19, § 1(a)(3), May 25, 1967,
81 Stat. 17; Pub. L. 101–235, title I, § 133(d)(4),
Dec. 15, 1989, 103 Stat. 2027.)

REFERENCES IN TEXT

Subchapter IX–A of this chapter, referred to in text,
was repealed by Pub. L. 101–235, title I, § 133(a), Dec. 15,
1989, 103 Stat. 2027.

AMENDMENTS

1989—Pub. L. 101–235 inserted ‘‘, as such subchapter
existed immediately before December 15, 1989,’’ after
‘‘subchapter IX–A of this chapter’’.

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’.

§ 1735f�1. Waiver of deduction on assignment of
property to Secretary in lieu of foreclosure

Notwithstanding any other provision of this
chapter, from and after November 3, 1966, the
Secretary, under such terms and conditions as
he may approve, may waive all or a part of the
1 per centum deduction otherwise made from in-
surance benefits with respect to multifamily
housing or land development mortgages as-
signed to him, where the assignment is made at
his request in lieu of foreclosure of the mort-
gage.

(June 27, 1934, ch. 847, title V, § 523, as added Pub.
L. 89–754, title III, § 312, Nov. 3, 1966, 80 Stat.
1271.)

§ 1735f�2. Uniform rehabilitation standards for
housing within and without urban renewal
areas

In determining whether properties should be
approved by the Secretary prior to rehabilita-
tion and covered by mortgages insured under
subchapter II of this chapter, the Secretary
shall apply uniform property standards as be-
tween properties located outside urban renewal
areas and those located within urban renewal
areas.

(June 27, 1934, ch. 847, title V, § 524, as added Pub.
L. 91–609, title I, § 116, Dec. 31, 1970, 84 Stat. 1774.)

§ 1735f�3. Insurance of mortgage proceeds ad-
vanced during construction or rehabilitation
or prior to final endorsement of project
mortgage

The Secretary is authorized to insure mort-
gage proceeds advanced during construction or
rehabilitation or otherwise prior to final en-
dorsement of a project mortgage for the purpose
of (1) financing improvements to the property
and the purchase of materials and building com-
ponents delivered to the property, and (2) pro-
viding funds to cover the cost of building compo-
nents where such components have been assem-
bled and specifically identified for incorporation
into the property but are located at a site other
than the mortgaged property, with such security
as the Secretary may require.

(June 27, 1934, ch. 847, title V, § 525, as added Pub.
L. 93–383, title III, § 301, Aug. 22, 1974, 88 Stat.
676.)

§ 1735f�4. Minimum property standards

(a) To the maximum extent feasible, the Sec-
retary of Housing and Urban Development shall
promote the use of energy saving techniques
through minimum property standards estab-
lished by him for newly constructed residential
housing, other than manufactured homes, sub-
ject to mortgages insured under this chapter.
Such standards shall establish energy perform-
ance requirements that will achieve a signifi-
cant increase in the energy efficiency of new
construction. Such requirements shall be imple-
mented as soon as practicable after November 9,
1978. Following November 30, 1983, the energy
performance requirements developed and estab-
lished by the Secretary under this subsection for
newly constructed residential housing, other
than manufactured homes, shall be at least as
effective in performance as the energy perform-
ance requirements incorporated in the minimum
property standards that were in effect under this
subsection on September 30, 1982.

(b) The Secretary may require that each prop-
erty, other than a manufactured home, subject
to a mortgage insured under this chapter shall,
with respect to health and safety, comply with
one of the nationally recognized model building
codes, or with a State or local building code
based on one of the nationally recognized model
building codes or their equivalent. The Sec-
retary shall be responsible for determining the
comparability of the State and local codes to
such model codes and for selecting for compli-
ance purposes an appropriate nationally recog-
nized model building code where no such model
code has been duly adopted or where the Sec-
retary determines the adopted code is not com-
parable.

(June 27, 1934, ch. 847, title V, § 526, as added Pub.
L. 93–383, title III, § 305, Aug. 22, 1974, 88 Stat. 678;
amended Pub. L. 95–619, title II, § 252(a), Nov. 9,
1978, 92 Stat. 3236; Pub. L. 96–399, title III,
§ 326(e), Oct. 8, 1980, 94 Stat. 1650; Pub. L. 98–181,
title IV, § 405, Nov. 30, 1983, 97 Stat. 1210; Pub. L.
98–479, title I, § 104(a)(6), Oct. 17, 1984, 98 Stat.
2225.)

AMENDMENTS

1984—Pub. L. 98–479 substituted ‘‘Minimum property
standards’’ for ‘‘Promotion of energy saving techniques
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by Secretary of Housing and Urban Development of in-
sured housing’’ in section catchline.

1983—Subsec. (a). Pub. L. 98–181 designated existing
provision as subsec. (a), inserted ‘‘, other than manu-
factured homes,’’ after ‘‘housing’’, inserted provision
that the energy performance requirements developed
for newly constructed residential housing, other than
manufactured homes, be at least as effective in per-
formance as the energy performance requirements in-
corporated in the minimum property standards in ef-
fect Sept. 30, 1982, and added subsec. (b).

1980—Pub. L. 96–399 struck out ‘‘, until such time as
the energy conservation performance standards re-
quired under the Energy Conservation Standards for
New Buildings Act of 1976 become effective’’ in second
sentence.

1978—Pub. L. 95–619 inserted provision requiring that
the minimum property standards established by the
Secretary under this section were to contain energy
performance requirements to achieve a significant in-
crease in the energy efficiency of new construction.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1715z–13a,
1715z–13b of this title; title 42 section 1479.

§ 1735f�5. Prohibition against discrimination on
account of sex in extension of mortgage as-
sistance; consideration of combined income
of husband and wife for purpose of extend-
ing mortgage credit; definitions

(a) No federally related mortgage loan, or Fed-
eral insurance, guaranty, or other assistance in
connection therewith (under this chapter or any
other Act), shall be denied to any person on ac-
count of sex; and every person engaged in mak-
ing mortgage loans secured by residential real
property shall consider without prejudice the
combined income of both husband and wife for
the purpose of extending mortgage credit in the
form of a federally related mortgage loan to a
married couple or either member thereof.

(b) For purposes of subsection (a) of this sec-
tion, the term ‘‘federally related mortgage
loan’’ means any loan which—

(1) is secured by residential real property de-
signed principally for the occupancy of from
one to four families; and

(2)(A) is made in whole or in part by any
lender the deposits or accounts of which are
insured by any agency of the Federal Govern-
ment, or is made in whole or in part by any
lender which is itself regulated by any agency
of the Federal Government; or

(B) is made in whole or in part, or insured,
guaranteed, supplemented, or assisted in any
way, by the Secretary of Housing and Urban
Development or any other officer or agency of
the Federal Government or under or in con-
nection with a housing or urban development
program administered by the Secretary of
Housing and Urban Development or a housing
or related program administered by any other
such officer or agency; or

(C) is eligible for purchase by the Federal
National Mortgage Association, the Govern-
ment National Mortgage Association, or the
Federal Home Loan Mortgage Corporation, or
from any financial institution from which it
could be purchased by the Federal Home Loan
Mortgage Corporation; or

(D) is made in whole or in part by any ‘‘cred-
itor’’, as defined in section 1602(f) of title 15,

who makes or invests in residential real estate
loans aggregating more than $1,000,000 per
year.

(June 27, 1934, ch. 847, title V, § 527, as added Pub.
L. 93–383, title VIII, § 808(a), Aug. 22, 1974, 88
Stat. 728; amended Pub. L. 98–479, title II,
§ 204(a)(22), Oct. 17, 1984, 98 Stat. 2233.)

AMENDMENTS

1984—Subsec. (a). Pub. L. 98–479 designated first par.
as subsec. (a).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1735f–7a of this
title; title 42 section 3608.

§ 1735f�6. Secondary mortgages held by State or
local governmental agency on insured prop-
erties

In carrying out the provisions of subchapter II
of this chapter with respect to insuring mort-
gages secured by a one- to four-family dwelling
unit, the Secretary may not deny such insur-
ance for any such mortgage solely because the
dwelling unit which secures such mortgage will
be subject to a secondary mortgage or loan
made or insured, or other secondary lien held,
by any State or local governmental agency or
instrumentality under terms and conditions ap-
proved by the Secretary.

(June 27, 1934, ch. 847, title V, § 528, as added Pub.
L. 95–557, title III, § 323, Oct. 31, 1978, 92 Stat.
2102.)

§ 1735f�7. Exemption from State usury laws; ap-
plicability

(a) The provisions of the constitution of any
State expressly limiting the rate or amount of
interest, discount points, or other charges which
may be charged, taken, received, or reserved by
lenders and the provisions of any State law ex-
pressly limiting the rate or amount of interest,
discount points, or other charges which may be
charged, taken, received, or reserved shall not
apply to any loan, mortgage, or advance which
is insured under subchapter I or II of this chap-
ter.

(b) The provisions of subsection (a) of this sec-
tion shall apply to loans, mortgages, or ad-
vances made or executed in any State until the
effective date (after December 21, 1979) of a pro-
vision of law of that State limiting the rate or
amount of interest, discount points, or other
charges on any such loan, mortgage, or advance.

(June 27, 1934, ch. 847, title V, § 529, as added Pub.
L. 96–153, title III, § 308, Dec. 21, 1979, 93 Stat.
1113.)

CHOICE OF HIGHEST APPLICABLE INTEREST RATE

In any case in which one or more provisions of, or
amendments made by, title V of Pub. L. 96–221 [enact-
ing sections 86a, 1730g, 1735f–7a, 1785(g), and 1831d of this
title and section 687(i) of Title 15, Commerce and Trade,
and enacting provisions set out as notes under sections
86a, 1730g, and 1735f–7 of this title], this section, or any
other provisions of law, including section 85 of this
title, apply with respect to the same loan, mortgage,
credit sale, or advance, such loan, mortgage, credit
sale, or advance may be made at the highest applicable
rate, see section 528 of Pub. L. 96–221, set out as a note
under section 1735f–7a of this title.



Page 776TITLE 12—BANKS AND BANKING§ 1735f�7a

STATE CONSTITUTIONS OR LAWS LIMITING INTEREST,
DISCOUNT POINTS, OR OTHER CHARGES; EXEMPTION
UNTIL CLOSE OF MARCH 31, 1980

Pub. L. 96–161, title I, § 105, Dec. 28, 1979, 93 Stat. 1234,
as amended by Pub. L. 96–221, title V, § 529, Mar. 31,
1980, 94 Stat. 168, provided that (a)(1) the provisions of
the constitution or law of any State expressly limiting
the rate or amount of interest, discount points, or
other charges which could be charged, taken, received,
or reserved were not to apply to any loan, mortgage, or
advance which was secured by a first lien on residential
real property or by a first lien on stock in a residential
cooperative housing corporation where the loan, mort-
gage, or advance was used to finance the acquisition of
such stock; made after Dec. 28, 1979; and described in
section 1735f–5(b) of this title, except that the limita-
tion described in section 1735f–5(b)(1) of this title that
the property must be designed principally for the occu-
pancy of from one to four families was not to apply, the
requirement contained in section 1735f(5)(b)(1) of this
title that the loan be secured by residential real prop-
erty was not to apply to a loan secured by stock in a
residential cooperative housing corporation, and for
the purpose of this section, the term ‘‘lender’’ in sec-
tion 1735f–5(b)(2)(A) of this title was also to be deemed
to include any lender approved by the Secretary of
Housing and Urban Development for participation in
any mortgage insurance program under this chapter;
(2) [Repealed by Pub. L. 96–221, title V, § 529, Mar. 31,
1980, 94 Stat. 168, eff. at the close of Mar. 31, 1980.]; that
(b) the provisions of subsection (a)(1) were to apply to
loans, mortgages, and advances made in any State un-
less and until the State adopted a provision of law
(prior to the close of March 31, 1980) limiting the rate
or amount of interest, discount points, or other charges
on any such loan, mortgage, or advance, except that at
any time after Dec. 28, 1979, any State could adopt a
provision of law placing limitations on discount points
or such other charges on any such loan, mortgage, or
advance; that (c) the Federal Home Loan Bank Board
was authorized to issue rules and regulations and to
publish interpretations governing the implementation
of this section; that (d) the provisions of subsection
(a)(1) expired at the close of March 31, 1980, except that
such provisions were to continue to apply to any loan,
mortgage, or advance described in subsection (a)(1) for
the duration of such loan, mortgage, or advance if
made prior to such expiration or if made during the
two-year period beginning on Dec. 28, 1979, pursuant to
a commitment issued prior to such expiration, and that
(e) for the purpose of this Act [Pub. L. 96–161] and any
amendment made by this Act [see Tables for classifica-
tion of Pub. L. 96–161], the term ‘‘State’’ included the
several States, Puerto Rico, the District of Columbia,
Guam, the Trust Territories of the Pacific Islands, and
the Virgin Islands.

§ 1735f�7a. State constitution or laws limiting
mortgage interest, discount points, and fi-
nance or other charges; exemption for obli-
gations made after March 31, 1980

(a) Applicability to loan, mortgage, credit sale, or
advance; applicability to deposit, account, or
obligation

(1) The provisions of the constitution or the
laws of any State expressly limiting the rate or
amount of interest, discount points, finance
charges, or other charges which may be charged,
taken, received, or reserved shall not apply to
any loan, mortgage, credit sale, or advance
which is—

(A) secured by a first lien on residential real
property, by a first lien on all stock allocated
to a dwelling unit in a residential cooperative
housing corporation, or by a first lien on a res-
idential manufactured home;

(B) made after March 31, 1980; and
(C) described in section 527(b) of the Na-

tional Housing Act (12 U.S.C. 1735f–5(b)), ex-
cept that for the purpose of this section—

(i) the limitation described in section
527(b)(1) of such Act that the property must
be designed principally for the occupancy of
from one to four families shall not apply;

(ii) the requirement contained in section
527(b)(1) of such Act that the loan be secured
by residential real property shall not apply
to a loan secured by stock in a residential
cooperative housing corporation or to a loan
or credit sale secured by a first lien on a res-
idential manufactured home;

(iii) the term ‘‘federally related mortgage
loan’’ in section 527(b) of such Act shall in-
clude a credit sale which is secured by a first
lien on a residential manufactured home and
which otherwise meets the definitional re-
quirements of section 527(b) of such Act, as
those requirements are modified by this sec-
tion;

(iv) the term ‘‘residential loans’’ in section
527(b)(2)(D) of such Act shall also include
loans or credit sales secured by a first lien
on a residential manufactured home;

(v) the requirement contained in section
527(b)(2)(D) of such Act that a creditor make
or invest in loans aggregating more than
$1,000,000 per year shall not apply to a credi-
tor selling residential manufactured homes
financed by loans or credit sales secured by
first liens on residential manufactured
homes if the creditor has an arrangement to
sell such loans or credit sales in whole or in
part, or if such loans or credit sales are sold
in whole or in part to a lender, institution,
or creditor described in section 527(b) of such
Act or in this section or a creditor, as de-
fined in section 103(f) of the Truth in Lend-
ing Act [15 U.S.C. 1602(f)], as such section
was in effect on the day preceding March 31,
1980, if such creditor makes or invests in res-
idential real estate loans or loans or credit
sales secured by first liens on residential
manufactured homes aggregating more than
$1,000,000 per year; and

(vi) the term ‘‘lender’’ in section
527(b)(2)(A) of such Act shall also be deemed
to include any lender approved by the Sec-
retary of Housing and Urban Development
for participation in any mortgage insurance
program under the National Housing Act [12
U.S.C. 1701 et seq.], and any individual who
finances the sale or exchange of residential
real property or a residential manufactured
home which such individual owns and which
such individual occupies or has occupied as
his principal residence.

(2) The provisions of the constitution or law of
any State expressly limiting the rate or amount
of interest which may be charged, taken, re-
ceived, or reserved shall not apply to any de-
posit or account held by, or other obligation of
a depository institution. For purposes of this
paragraph, the term ‘‘depository institution’’
means—

(i) any insured bank as defined in section 3
of the Federal Deposit Insurance Act (12 U.S.C.
1813);
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(ii) any mutual savings bank as defined in
section 3 of the Federal Deposit Insurance Act
(12 U.S.C. 1813);

(iii) any savings bank as defined in section 3
of the Federal Deposit Insurance Act (12 U.S.C.
1813);

(iv) any insured credit union as defined in
section 101 of the Federal Credit Union Act (12
U.S.C. 1752);

(v) any member as defined in section 2 of the
Federal Home Loan Bank Act (12 U.S.C. 1422);
and

(vi) any insured institution as defined in sec-
tion 408 1 of the National Housing Act (12
U.S.C. 1730a).

(b) Applicability to loan, mortgage, credit sale, or
advance made in any State after April 1, 1980

(1) Except as provided in paragraphs (2) and
(3), the provisions of subsection (a)(1) of this sec-
tion shall apply to any loan, mortgage, credit
sale, or advance made in any State on or after
April 1, 1980.

(2) Except as provided in paragraph (3), the
provisions of subsection (a)(1) of this section
shall not apply to any loan, mortgage, credit
sale, or advance made in any State after the
date (on or after April 1, 1980, and before April
1, 1983) on which such State adopts a law or cer-
tifies that the voters of such State have voted in
favor of any provision, constitutional or other-
wise, which states explicitly and by its terms
that such State does not want the provisions of
subsection (a)(1) of this section to apply with re-
spect to loans, mortgages, credit sales, and ad-
vances made in such State.

(3) In any case in which a State takes an ac-
tion described in paragraph (2), the provisions of
subsection (a)(1) of this section shall continue to
apply to—

(A) any loan, mortgage, credit sale, or ad-
vance which is made after the date such action
was taken pursuant to a commitment therefor
which was entered during the period beginning
on April 1, 1980, and ending on the date on
which such State takes such action; and

(B) any loan, mortgage, or advance which is
a rollover of a loan, mortgage, or advance, as
described in regulations of the Federal Home
Loan Bank Board, which was made or commit-
ted to be made during the period beginning on
April 1, 1980, and ending on the date on which
such State takes any action described in para-
graph (2).

(4) At any time after March 31, 1980, any State
may adopt a provision of law placing limitations
on discount points or such other charges on any
loan, mortgage, credit sale, or advance described
in subsection (a)(1) of this section.
(c) Applicability to loan, mortgage, credit sale, or

advance secured by first lien on residential
manufactured home

The provisions of subsection (a)(1) of this sec-
tion shall not apply to a loan, mortgage, credit
sale, or advance which is secured by a first lien
on a residential manufactured home unless the
terms and conditions relating to such loan,
mortgage, credit sale, or advance comply with

consumer protection provisions specified in reg-
ulations prescribed by the Federal Home Loan
Bank Board. Such regulations shall—

(1) include consumer protection provisions
with respect to balloon payments, prepayment
penalties, late charges, and deferral fees;

(2) require a 30-day notice prior to institut-
ing any action leading to repossession or fore-
closure (except in the case of abandonment or
other extreme circumstances);

(3) require that upon prepayment in full, the
debtor shall be entitled to a refund of the un-
earned portion of the precomputed finance
charge in an amount not less than the amount
which would be calculated by the actuarial
method, except that the debtor shall not be
entitled to a refund which is less than $1; and

(4) include such other provisions as the Fed-
eral Home Loan Bank Board may prescribe
after a finding that additional protections are
required.

(d) Implementation of provisions applicable to
residential manufactured home

The provisions of subsection (c) of this section
shall not apply to a loan, mortgage, credit sale,
or advance secured by a first lien on a residen-
tial manufactured home until regulations re-
quired to be issued pursuant to paragraphs (1),
(2), and (3) of subsection (c) of this section take
effect, except that the provisions of subsection
(c) of this section shall apply in the case of such
a loan, mortgage, credit sale, or advance made
prior to the date on which such regulations take
effect if the loan, mortgage, credit sale, or ad-
vance includes a precomputed finance charge
and does not provide that, upon prepayment in
full, the refund of the unearned portion of the
precomputed finance charge is in an amount not
less the amount which would be calculated by
the actuarial method, except that the debtor
shall not be entitled to a refund which is less
than $1. The Federal Home Loan Bank Board
shall issue regulations pursuant to the provi-
sions of paragraphs (1), (2), and (3) of subsection
(c) of this section that shall take effect prospec-
tively not less than 30 days after publication in
the Federal Register and not later than 120 days
from March 31, 1980.
(e) Definitions

For the purpose of this section—
(1) a ‘‘prepayment’’ occurs upon—

(A) the refinancing or consolidation of the
indebtedness;

(B) the actual prepayment of the indebted-
ness by the consumer whether voluntarily or
following acceleration of the payment obli-
gation by the creditor; or

(C) the entry of a judgment for the indebt-
edness in favor of the creditor;

(2) the term ‘‘actuarial method’’ means the
method of allocating payments made on a debt
between the outstanding balance of the obliga-
tion and the precomputed finance charge pur-
suant to which a payment is applied first to
the accrued precomputed finance charge and
any remainder is subtracted from, or any defi-
ciency is added to, the outstanding balance of
the obligation;

(3) the term ‘‘precomputed finance charge’’
means interest or a time price differential
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1 See References in Text note below.

within the meaning of sections 106(a)(1) and (2)
of the Truth in Lending Act (15 U.S.C.
1605(a)(1) and (2)) as computed by an add-on or
discount method; and

(4) the term ‘‘residential manufactured
home’’ means a manufactured home as defined
in section 603(6) of the National Mobile Home
Construction and Safety Standards Act of 1974
[42 U.S.C. 5402(6)] which is used as a residence.

(f) Rules, regulations, and interpretations
The Federal Home Loan Bank Board is author-

ized to issue rules and regulations and to publish
interpretations governing the implementation
of this section.
(g) Effective date

This section takes effect on April 1, 1980.

(Pub. L. 96–221, title V, § 501, Mar. 31, 1980, 94
Stat. 161; Pub. L. 96–221, title II, § 207(b)(11), Mar.
31, 1980, 94 Stat. 144; Pub. L. 96–399, title III,
§§ 308(c)(6), 324(a), (e), Oct. 8, 1980, 94 Stat. 1641,
1647, 1648; Pub. L. 97–35, title III, § 384, Aug. 13,
1981, 95 Stat. 432.)

REFERENCES IN TEXT

The National Housing Act, referred to in subsec. (a),
is act June 27, 1934, ch. 847, 48 Stat. 1246, as amended,
which is classified principally to this chapter (§ 1701 et
seq.). Section 408 of the National Housing Act, which
was classified to section 1730a of this title, was repealed
by Pub. L. 101–73, title IV, § 407, Aug. 9, 1989, 103 Stat.
363. For complete classification of this Act to the Code,
see section 1701 of this title and Tables.

CODIFICATION

Section was enacted as part of the Depository Insti-
tutions Deregulation and Monetary Control Act of 1980,
and not as part of the National Housing Act which com-
prises this chapter.

AMENDMENTS

1981—Subsec. (a)(1)(C)(vi). Pub. L. 97–35 inserted ref-
erence to a residential manufactured home.

1980—Subsec. (a)(1)(A). Pub. L. 96–399, § 324(a), sub-
stituted ‘‘all stock allocated to a dwelling unit’’ for
first reference to ‘‘stock’’ and struck out ‘‘where the
loan, mortgage, or advance is used to finance the acqui-
sition of such stock’’ after ‘‘housing corporation’’.

Subsec. (a)(1)(C)(vi). Pub. L. 96–399, § 324(e), inserted
reference to any person who finances the sale or ex-
change of residential real property which such individ-
ual owns and which such individual occupies or has oc-
cupied as his principal residence.

Subsec. (a)(2). Pub. L. 96–221, § 207(b)(11), struck out
‘‘(A)’’ after ‘‘(2)’’ and struck out subpar. (B) which pro-
vided that this paragraph shall not apply to any such
deposit, account, or obligation which is payable only at
an office of an insured bank, as defined in section 3 of
the Federal Deposit Insurance Act, located in the Com-
monwealth of Puerto Rico.

Subsec. (e)(4). Pub. L. 96–399, § 308(c)(6), substituted
‘‘manufactured’’ for ‘‘mobile’’.

EFFECTIVE DATE OF 1980 AMENDMENT

Section 207(b) of Pub. L. 96–221 provided in part that
the amendment made by that section is effective 6
years after Mar. 31, 1980.

SEVERABILITY

Section 526 of Pub. L. 96–221 provided that: ‘‘If any
provision of this Act [for classification of Act to the
Code, see Short Title of 1980 Amendment note set out
under section 226 of this title and Tables] or the appli-
cation of such provision to any person or circumstance
shall be held invalid, the remainder of this Act and the

application of such provision to any person or circum-
stance other than that as to which it is held invalid
shall not be affected thereby.’’

TRANSFER OF FUNCTIONS

Federal Home Loan Bank Board abolished and func-
tions transferred, see sections 401 to 406 of Pub. L.
101–73, set out as a note under section 1437 of this title.

CHOICE OF HIGHEST APPLICABLE INTEREST RATE

Pub. L. 96–221, title V, § 528, Mar. 31, 1980, 94 Stat. 168,
provided that: ‘‘In any case in which one or more provi-
sions of, or amendments made by, this title [enacting
sections 86a, 1730g, 1735f–7a, and 1831d of this title,
amending section 1785 of this title and section 687 of
Title 15, Commerce and Trade, and enacting provisions
set out as notes under sections 86a, 1730g, and 1735f–7 of
this title], section 529 of the National Housing Act [sec-
tion 1735f–7 of this title], or any other provision of law,
including section 5197 of the Revised Statutes (12 U.S.C.
85), apply with respect to the same loan, mortgage,
credit sale, or advance, such loan, mortgage, credit
sale, or advance may be made at the highest applicable
rate.’’

DEFINITION OF ‘‘STATE’’

Section 527 of title V of Pub. L. 96–221, as amended by
Pub. L. 96–221, title II, § 207(b)(12), Mar. 31, 1980, 94 Stat.
144, provided that: ‘‘For purposes of this title [enacting
sections 86a, 1730g, 1735f–7a, and 1831d of this title,
amending section 1785 of this title and section 687 of
Title 15, Commerce and Trade, and enacting provisions
set out as notes under sections 86a, 1730g, 1735f–7, and
1735f–7a of this title] the term ‘State’ includes the sev-
eral States, the Commonwealth of Puerto Rico, the
District of Columbia, Guam, the Trust Territories of
the Pacific Islands, the Northern Mariana Islands, and
the Virgin Islands.’’

[Section 207(b) of Pub. L. 96–221 provided that the
amendment of above note made by that section is effec-
tive 6 years after Mar. 31, 1980.]

[For termination of Trust Territory of the Pacific Is-
lands, see note set out preceding section 1681 of Title
48, Territories and Insular Possessions.]

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1831u, 3506 of
this title.

§ 1735f�8. Time of payment of premium charges

In carrying out the provisions of subchapters
I, II, IV,1 VII, VIII, IX–B, and X of this chapter
pertaining to the payment of loan or mortgage
insurance premium charges by a financial insti-
tution, other mortgagees, or agent thereof to
the Federal Government in connection with a
loan or mortgage insurance program established
pursuant to any of these titles, the Secretary
shall require that payment of such premiums be
made (1) in the case of loans or mortgages re-
specting one- to four-family residences, prompt-
ly upon their receipt from the borrower, and (2)
in any other case, promptly when due to the
Secretary; except that the Secretary may ap-
prove payment of such premiums within twenty-
four months of such receipt or due date, as ap-
propriate, if the financial institution, mortga-
gee, or agent thereof pays interest, at a rate
specified by the Secretary, to the insurance fund
for the period beginning twenty days after re-
ceipt from the borrower or after the due date, as
appropriate, and ending upon payment of the
premiums to the Federal Government.

(June 27, 1934, ch. 847, title V, § 530, as added Pub.
L. 96–399, title III, § 320, Oct. 8, 1980, 94 Stat. 1646;



Page 779 TITLE 12—BANKS AND BANKING § 1735f�11

amended Pub. L. 98–181, title IV, § 406, Nov. 30,
1983, 97 Stat. 1210; Pub. L. 101–235, title I,
§ 133(d)(5), Dec. 15, 1989, 103 Stat. 2027.)

REFERENCES IN TEXT

Subchapter IV of this chapter, referred to in text, was
repealed by Pub. L. 101–73, title IV, § 407, Aug. 9, 1989,
103 Stat. 363.

AMENDMENTS

1989—Pub. L. 101–235 struck out reference to sub-
chapter IX–A after reference to subchapter VIII.

1983—Pub. L. 98–181 substituted ‘‘(1) in the case of
loans or mortgages respecting one- to four-family resi-
dences, promptly upon their receipt from the borrower,
and (2) in any other case, promptly when due to the
Secretary’’ for ‘‘promptly upon their receipt from the
borrower’’, inserted ‘‘or due date, as appropriate,’’ after
‘‘such receipt’’, and inserted ‘‘or after the due date, as
appropriate,’’ before ‘‘and ending’’.

§ 1735f�9. Limitation on commitments to insure
loans and mortgages

(a) The authority of the Secretary to enter
into commitments to insure loans and mort-
gages under this chapter shall be effective for
any fiscal year only to such extent or in such
amounts as are or have been provided in appro-
priation Acts for such fiscal year.

(b) Notwithstanding any other provision of law
and subject only to the absence of qualified re-
quests for insurance, to the authority provided
in this chapter, and to the limitation in sub-
section (a) of this section, the Secretary shall
enter into commitments to insure mortgages
under this chapter with an aggregate principal
amount of $110,165,000,000 during fiscal year 1993
and $68,673,868,600 during fiscal year 1994.

(June 27, 1934, ch. 847, title V, § 531, as added Pub.
L. 97–35, title III, § 335, Aug. 13, 1981, 95 Stat. 414;
amended Pub. L. 98–181, title IV, § 402, Nov. 30,
1983, 97 Stat. 1208; Pub. L. 98–479, title I,
§ 104(a)(7), Oct. 17, 1984, 98 Stat. 2225; Pub. L.
99–267, § 1(h), Mar. 27, 1986, 100 Stat. 73; Pub. L.
100–122, § 2(c), Sept. 30, 1987, 101 Stat. 793; Pub. L.
100–242, title IV, § 402, Feb. 5, 1988, 101 Stat. 1899;
Pub. L. 101–625, title III, § 321, Nov. 28, 1990, 104
Stat. 4134; Pub. L. 102–550, title V, § 501, Oct. 28,
1992, 106 Stat. 3778; Pub. L. 103–120, § 9, Oct. 27,
1993, 107 Stat. 1151.)

AMENDMENTS

1993—Subsec. (b). Pub. L. 103–120 substituted
‘‘$110,165,000,000’’ for ‘‘$65,905,824,960’’.

1992—Subsec. (b). Pub. L. 102–550 amended subsec. (b)
generally. Prior to amendment, subsec. (b) read as fol-
lows: ‘‘Notwithstanding any other provision of law and
subject only to the absence of qualified requests for in-
surance, to the authority provided in this chapter, and
to the limitation in subsection (a) of this section, the
Secretary shall enter into commitments to insure
mortgages under this chapter with an aggregate prin-
cipal amount of $76,791,000,000 during fiscal year 1991
and $79,818,000,000 during fiscal year 1992.’’

1990—Subsec. (b). Pub. L. 101–625 amended subsec. (b)
generally. Prior to amendment, subsec. (b) read as fol-
lows: ‘‘Notwithstanding any other provision of law and
subject only to the absence of qualified requests for in-
surance, to the authority provided in this chapter, and
to the limitation in subsection (a) of this section, the
Secretary shall enter into commitments to insure
mortgages under this chapter with an aggregate prin-
cipal amount of $100,000,000,000 during fiscal year 1988,
and $104,000,000,000 during fiscal year 1989.’’

1988—Pub. L. 100–242 designated existing provisions as
subsec. (a) and added subsec. (b).

1987—Pub. L. 100–122 substituted ‘‘for any fiscal year’’
for ‘‘for fiscal year 1986’’.

1986—Pub. L. 99–267 amended section generally. Prior
to amendment, section read as follows: ‘‘Notwithstand-
ing any other provision of law and subject only to the
absence of qualified requests for insurance, to the au-
thority provided in this chapter, and to any funding
limitation approved in appropriation Acts, the Sec-
retary shall enter into commitments during each of the
fiscal years 1984 and 1985 to insure mortgages under this
chapter with an aggregate principal amount of
$50,900,000,000.’’

1984—Pub. L. 98–479 substituted ‘‘this chapter’’ for
‘‘subchapter II of this chapter’’ in two places.

1983—Pub. L. 98–181 substituted provision authorizing
the Secretary, subject to certain qualifications, to
enter into commitments during fiscal years 1984 and
1985 to insure mortgages under subchapter II of this
chapter with an aggregate principal amount of
$50,900,000,000 for provision which directed the Sec-
retary, during fiscal year 1982, not to enter into com-
mitments under this chapter to insure loans and mort-
gages with an aggregate principal amount in excess of
$41,000,000,000.

EFFECTIVE DATE

Section effective Oct. 1, 1981, see section 371 of Pub.
L. 97–35, set out as a note under section 3701 of this
title.

AUTHORIZATION TO ENTER INTO ADDITIONAL COMMIT-
MENTS TO INSURE LOANS AND MORTGAGES DURING
FISCAL YEAR 1986

For increase in the applicable limitation on addi-
tional commitments to insure mortgages and loans to
carry out this chapter during fiscal year 1986, see Pub.
L. 99–349, title I, July 2, 1986, 100 Stat. 728; Pub. L.
99–345, § 2, June 24, 1986, 100 Stat. 673; and Pub. L. 99–289,
May 2, 1986, 100 Stat. 412, set out as notes under section
1721 of this title.

§ 1735f�10. Purchaser-broker arrangement pay-
ments for insurance purposes

In carrying out the provisions of subchapter II
of this chapter with respect to insuring mort-
gages secured by a one- to four-family residence,
the Secretary may not exclude from the prin-
cipal amount which may be insured under such
subchapter any sum solely on the basis that
such sum is to be paid by the purchaser to a
broker who has been the purchaser’s agent in
the purchase of the residence, but the principal
amount of the mortgage, when such sum is
added, shall not exceed the limitation as to
maximum mortgage amount provided in sub-
chapter II of this chapter.

(June 27, 1934 ch. 847, title V, § 532, as added Pub.
L. 97–35, title III, § 339G, Aug. 13, 1981, 95 Stat.
418.)

EFFECTIVE DATE

Section effective Oct. 1, 1981, see section 371 of Pub.
L. 97–35, set out as a note under section 3701 of this
title.

§ 1735f�11. Review of mortgagee performance
and authority to terminate

(a) Periodic review of mortgagee performance
To reduce losses in connection with single

family mortgage insurance programs under this
chapter, at least once a year the Secretary shall
review the rate of early defaults and claims for
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insured single family mortgages originated or
underwritten by each mortgagee.
(b) Comparison with other mortgagees

For each mortgagee, the Secretary shall com-
pare the rate of early defaults and claims for in-
sured single family mortgage loans originated or
underwritten by the mortgagee in an area with
the rate of early defaults and claims for other
mortgagees originating or underwriting insured
single family mortgage loans in the area. For
purposes of this section, the term ‘‘area’’ means
each geographic area in which the mortgagee is
authorized by the Secretary to originate insured
single family mortgages.
(c) Termination of mortgagee origination ap-

proval
(1) Notwithstanding section 1708(c) of this

title, the Secretary may terminate the approval
of a mortgagee to originate or underwrite single
family mortgages if the Secretary determines
that the mortgage loans originated or under-
written by the mortgagee present an unaccept-
able risk to the insurance funds. The determina-
tion shall be based on the comparison required
under subsection (b) of this section and shall be
made in accordance with regulations of the Sec-
retary. The Secretary may rely on existing reg-
ulations published before this section takes ef-
fect.

(2) The Secretary shall give a mortgagee at
least 60 days prior written notice of any termi-
nation under this subsection. The termination
shall take effect at the end of the notice period,
unless the Secretary withdraws the termination
notice or extends the notice period. If requested
in writing by the mortgagee within 30 days of
the date of the notice, the mortgagee shall be
entitled to an informal conference with the offi-
cial authorized to issue termination notices on
behalf of the Secretary (or a designee of that of-
ficial). At the informal conference, the mortga-
gee may present for consideration specific fac-
tors that it believes were beyond its control and
that caused the excessive default and claim rate.

(June 27, 1934, ch. 847, title V, § 533, as added Pub.
L. 100–242, title IV, § 407(b), Feb. 5, 1988, 101 Stat.
1902; amended Pub. L. 107–73, title II, § 209, Nov.
26, 2001, 115 Stat. 675.)

AMENDMENTS

2001—Pub. L. 107–73 amended section catchline and
text generally. Prior to amendment, text read as fol-
lows:

‘‘(a) To reduce losses in connection with mortgage in-
surance programs under this chapter, the Secretary
shall review, at least once a year, the rate of early seri-
ous defaults and claims involving mortgagees approved
under this chapter. On the basis of this review, the Sec-
retary shall notify each mortgagee which, as deter-
mined by the Secretary, had a rate of early serious de-
faults and claims during the preceding year which was
higher than the normal rate for the geographic area or
areas in which that mortgagee does business. In the no-
tification, the Secretary shall require each mortgagee
to submit a report, within a time determined by the
Secretary, containing the mortgagee’s (1) explanation
for the above normal rate of early serious defaults and
claims; (2) plan for corrective action, if applicable, both
with regard to (A) mortgages in default; and (B) its
mortgage-processing system in general; and (3) a time-
frame within which this corrective action will be begun
and completed. If the Secretary does not agree with

this timeframe or plan, a mutually agreeable time-
frame and plan will be determined.

‘‘(b) Failure of the mortgagee to submit a report re-
quired under subsection (a) of this section within the
time determined by the Secretary or to commence or
complete the plan for corrective action within the
timeframe agreed upon by the Secretary may be cause
for suspension of the mortgagee from participation in
programs under this chapter.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1709 of this title.

§ 1735f�12. Assurance of adequate processing of
applications for loan and mortgage insur-
ance

(a) State offices
In order to ensure the adequate processing of

applications for insurance of loans and mort-
gages under this chapter, the Secretary shall
maintain not less than one office in each State
to carry out the provisions of this chapter.

(b) Expedited procedure for RTC properties
To assist the Resolution Trust Corporation in

disposing of the property to which it acquires
title and to ensure the timely processing of ap-
plications for insurance of loans and mortgages
under this chapter that will be used to purchase
multifamily residential property from the Reso-
lution Trust Corporation, the Secretary shall es-
tablish an expedited procedure for considering
such applications.

(June 27, 1934, ch. 847, title V, § 534, as added Pub.
L. 100–242, title IV, § 418, Feb. 5, 1988, 101 Stat.
1912; amended Pub. L. 102–550, title V, § 512(a),
Oct. 28, 1992, 106 Stat. 3786.)

AMENDMENTS

1992—Pub. L. 102–550 designated existing provisions as
subsec. (a), inserted heading, and added subsec. (b).

REGULATIONS

Section 512(b) of Pub. L. 102–550 provided that: ‘‘The
procedure referred to in the amendment made by sub-
section (a) [amending this section] shall be established
through interim and final regulations issued by the
Secretary. The Secretary shall issue interim regula-
tions implementing the procedure not later than the
expiration of the 90-day period beginning on the date of
the enactment of this Act [Oct. 28, 1992], which shall be
effective upon issuance. The Secretary shall issue final
regulations after notice and opportunity for public
comment pursuant to the provisions of section 553 of
title 5, United States Code (notwithstanding sub-
sections (a)(2), (b)(B), and (d)(3) of such section).’’

§ 1735f�13. Prohibition of requirement of mini-
mum principal loan amount

A mortgagee or lender may not require, as a
condition of providing a loan insured under this
chapter or secured by a mortgage insured under
this chapter, that the principal amount of the
loan exceed a minimum amount established by
the mortgagee or lender.

(June 27, 1934, ch. 847, title V, § 535, as added Pub.
L. 100–242, title IV, § 419(a), Feb. 5, 1988, 101 Stat.
1913.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1735f–17 of this
title.
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1 So in original. Probably should be ‘‘this’’.
2 So in original. The word ‘‘a’’ probably should not appear.

§ 1735f�14. Civil money penalties against mortga-
gees, lenders, and other participants in FHA
programs

(a) In general
(1) Authority

If a mortgagee approved under the 1 chapter,
a lender holding a contract of insurance under
subchapter I of this chapter, or a principal, of-
ficer, or employee of such mortgagee or lend-
er, or other person or entity participating in
either an insured mortgage or subchapter I
loan transaction under this chapter or provid-
ing assistance to the borrower in connection
with any such loan, including sellers of the
real estate involved, borrowers, closing
agents, title companies, real estate agents,
mortgage brokers, appraisers, loan cor-
respondents and dealers, knowingly and mate-
rially violates any applicable provision of sub-
section (b) of this section, the Secretary may
impose a civil money penalty on the mortga-
gee or lender, or such other person or entity,
in accordance with this section. The penalty
under this paragraph shall be in addition to
any other available civil remedy or any avail-
able criminal penalty, and may be imposed
whether or not the Secretary imposes other
administrative sanctions. The penalty shall be
in addition to any other available civil remedy
or any available criminal penalty, and may be
imposed whether or not the Secretary imposes
other administrative sanctions.
(2) Amount of penalty

The amount of the penalty, as determined by
the Secretary, may not exceed $5,000 for each
violation, except that the maximum penalty
for all violations by any particular mortgagee
or lender or such other person or entity during
any 1-year period shall not exceed $1,000,000.
Each violation of a 2 the provisions of sub-
section (b)(1) of this section shall constitute a
separate violation with respect to each mort-
gage or loan application. In the case of a con-
tinuing violation, as determined by the Sec-
retary, each day shall constitute a separate
violation.

In the case of the mortgagee’s failure to en-
gage in loss mitigation activities, as provided
in subsection (b)(1)(I) of this section, the pen-
alty shall be in the amount of three times the
amount of any insurance benefits claimed by
the mortgagee with respect to any mortgage
for which the mortgagee failed to engage in
such loss mitigation actions.

(b) Violations for which a penalty may be im-
posed

(1) Violations
The Secretary may impose a civil money

penalty under subsection (a) of this section for
any knowing and material violation by a
mortgagee or lender, as follows:

(A) Except where expressly permitted by
statute, regulation, or contract approved by
the Secretary, transfer of a mortgage in-
sured under this chapter to a mortgagee not

approved by the Secretary, or transfer of a
loan to a transferee that is not holding a
contract of insurance under subchapter I of
this chapter.

(B) Failure of a nonsupervised mortgagee,
as defined by the Secretary—

(i) to segregate all escrow funds received
from a mortgagor for ground rents, taxes,
assessments, and insurance premiums; or

(ii) to deposit these funds in a special ac-
count with a depository institution whose
accounts are insured by the Federal De-
posit Insurance Corporation through the
Bank Insurance Fund for banks and
through the Savings Association Insurance
Fund for savings associations, or by the
National Credit Union Administration.

(C) Use of escrow funds for any purpose
other than that for which they were re-
ceived.

(D) Submission to the Secretary of infor-
mation that was false, in connection with
any mortgage insured under this chapter, or
any loan that is covered by a contract of in-
surance under subchapter I of this chapter.

(E) With respect to an officer, director,
principal, or employee—

(i) hiring such an individual whose du-
ties will involve, directly or indirectly,
programs administered by the Secretary,
while that person was under suspension or
withdrawal by the Secretary; or

(ii) retaining in employment such an in-
dividual who continues to be involved, di-
rectly or indirectly, in programs adminis-
tered by the Secretary, while that person
was under suspension or withdrawal by the
Secretary.

(F) Falsely certifying to the Secretary or
submitting to the Secretary a false certifi-
cation by another person or entity.

(G) Failure to comply with an agreement,
certification, or condition of approval set
forth on, or applicable to—

(i) the application of a mortgagee or
lender for approval by the Secretary; or

(ii) the notification by a mortgagee or
lender to the Secretary concerning estab-
lishment of a branch office.

(H) Violation of any provisions of sub-
chapter I, II, or IX–A (as such subchapter ex-
isted immediately before December 15, 1989)
of this chapter or any implementing regula-
tion or handbook that is issued under this
chapter.

(I) Failure to engage in loss mitigation ac-
tions as provided in section 1715u(a) of this
title.

(2) Additional violations
The Secretary may impose a civil money

penalty under subsection (a) of this section for
any knowing and material violation by a prin-
cipal, officer, or employee of a mortgagee or
lender, or other participants in either an in-
sured mortgage or subchapter I loan trans-
action under this chapter or provision of as-
sistance to the borrower in connection with
any such loan, including sellers of the real es-
tate involved, borrowers, closing agents, title
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companies, real estate agents, mortgage bro-
kers, appraisers, loan correspondents, and
dealers for—

(A) submission to the Secretary of infor-
mation that was false, in connection with
any mortgage insured under this chapter, or
any loan that is covered by a contract of in-
surance under subchapter I of this chapter;

(B) falsely certifying to the Secretary or
submitting to the Secretary a false certifi-
cation by another person or entity; or

(C) failure by a loan correspondent or deal-
er to submit to the Secretary information
which is required by regulations or direc-
tives in connection with any loan that is
covered by a contract of insurance under
subchapter I of this chapter.

(3) Notification to Attorney General
Before taking action to impose a civil

money penalty for a violation under paragraph
(1)(D) or (F), or paragraph (2)(A), (B), or (C),
the Secretary shall inform the Attorney Gen-
eral of the United States.

(c) Agency procedures
(1) Establishment

The Secretary shall establish standards and
procedures governing the imposition of civil
money penalties under subsection (a) of this
section. These standards and procedures—

(A) shall provide for the Secretary to
make the determination to impose the pen-
alty or to use an administrative entity (such
as the Mortgagee Review Board, established
pursuant to section 1708(c) of this title) to
make the determination;

(B) shall provide for the imposition of a
penalty only after the mortgagee or lender
or such other person or entity has been
given an opportunity for a hearing on the
record; and

(C) may provide for review by the Sec-
retary of any determination or order, or in-
terlocutory ruling, arising from a hearing.

(2) Final orders
If no hearing is requested within 15 days of

receipt of the notice of opportunity for hear-
ing, the imposition of the penalty shall con-
stitute a final and unappealable determina-
tion. If the Secretary reviews the determina-
tion or order, the Secretary may affirm, mod-
ify, or reverse that determination or order. If
the Secretary does not review the determina-
tion or order within 90 days of the issuance of
the determination or order, the determination
or order shall be final.
(3) Factors in determining amount of penalty

In determining the amount of a penalty
under subsection (a) of this section, consider-
ation shall be given to such factors as the
gravity of the offense, any history of prior of-
fenses (including those before December 15,
1989), ability to pay the penalty, injury to the
public, benefits received, deterrence of future
violations, and such other factors as the Sec-
retary may determine in regulations to be ap-
propriate.
(4) Reviewability of imposition of penalty

The Secretary’s determination or order im-
posing a penalty under subsection (a) of this

section shall not be subject to review, except
as provided in subsection (d) of this section.

(d) Judicial review of agency determination

(1) In general
After exhausting all administrative rem-

edies established by the Secretary under sub-
section (c)(1) of this section, a mortgagee or
lender or such other person or entity against
whom the Secretary has imposed a civil
money penalty under subsection (a) of this
section may obtain a review of the penalty
and such ancillary issues (such as any admin-
istrative sanctions under 24 C.F.R. parts 24
and 25) as may be addressed in the notice of
determination to impose a penalty under sub-
section (c)(1)(A) of this section in the appro-
priate court of appeals of the United States,
by filing in such court, within 20 days after
the entry of such order or determination, a
written petition praying that the Secretary’s
determination or order be modified or be set
aside in whole or in part.

(2) Objections not raised in hearing
The court shall not consider any objection

that was not raised in the hearing conducted
pursuant to subsection (c)(1) of this section
unless a demonstration is made of extraor-
dinary circumstances causing the failure to
raise the objection. If any party demonstrates
to the satisfaction of the court that additional
evidence not presented at the hearing is mate-
rial and that there were reasonable grounds
for the failure to present such evidence at the
hearing, the court shall remand the matter to
the Secretary for consideration of the addi-
tional evidence.

(3) Scope of review
The decisions, findings, and determinations

of the Secretary shall be reviewed pursuant to
section 706 of title 5.

(4) Order to pay penalty
Notwithstanding any other provision of law,

in any such review, the court shall have the
power to order payment of the penalty im-
posed by the Secretary.

(e) Action to collect penalty
If any mortgagee or lender or such other per-

son or entity fails to comply with the Sec-
retary’s determination or order imposing a civil
money penalty under subsection (a) of this sec-
tion, after the determination or order is no
longer subject to review as provided by sub-
sections (c)(1) and (d) of this section, the Sec-
retary may request the Attorney General of the
United States to bring an action in an appro-
priate United States district court to obtain a
monetary judgment against the mortgagee or
lender or such other person or entity and such
other relief as may be available. The monetary
judgment may, in the court’s discretion, include
the attorneys fees and other expenses incurred
by the United States in connection with the ac-
tion. In an action under this subsection, the va-
lidity and appropriateness of the Secretary’s de-
termination or order imposing the penalty shall
not be subject to review.
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(f) Settlement by Secretary
The Secretary may compromise, modify, or

remit any civil money penalty which may be, or
has been, imposed under this section.
(g) ��Knowingly�� defined

The term ‘‘knowingly’’ means having actual
knowledge of or acting with deliberate igno-
rance of or reckless disregard for the prohibi-
tions under this section.
(h) Regulations

The Secretary shall issue such regulations as
the Secretary deems appropriate to implement
this section.
(i) Deposit of penalties in insurance funds

Notwithstanding any other provision of law,
all civil money penalties collected under this
section shall be deposited in the appropriate in-
surance fund or funds established under this
chapter, as determined by the Secretary.

(June 27, 1934, ch. 847, title V, § 536, as added Pub.
L. 101–235, title I, § 107(a), Dec. 15, 1989, 103 Stat.
2000; amended Pub. L. 104–208, div. A, title II,
§ 2704(d)(13)(B), Sept. 30, 1996, 110 Stat. 3009–490;
Pub. L. 105–65, title V, § 553, Oct. 27, 1997, 111
Stat. 1413; Pub. L. 105–276, title VI, § 601(g), (h),
Oct. 21, 1998, 112 Stat. 2674.)

REFERENCES IN TEXT

Subchapter IX–A of this chapter, referred to in sub-
sec. (b)(1)(H), was repealed by Pub. L. 101–235, title I,
§ 133(a), Dec. 15, 1989, 103 Stat. 2027.

AMENDMENTS

1998—Subsec. (a)(2). Pub. L. 105–276, § 601(g), inserted
second paragraph.

Subsec. (b)(1)(I). Pub. L. 105–276, § 601(h), which di-
rected the addition of subpar. (I) after subpar. ‘‘(h)’’,
was executed by adding subpar. (I) after subpar. (H), to
reflect the probable intent of Congress.

1997—Pub. L. 105–65, § 553(a), amended section catch-
line generally, substituting ‘‘mortgagees, lenders, and
other participants in FHA programs’’ for ‘‘mortgagees
and lenders’’.

Subsec. (a)(1). Pub. L. 105–65, § 553(b)(1), substituted
‘‘If a mortgagee approved under the chapter, a lender
holding a contract of insurance under subchapter I of
this chapter, or a principal, officer, or employee of such
mortgagee or lender, or other person or entity partici-
pating in either an insured mortgage or subchapter I
loan transaction under this chapter or providing assist-
ance to the borrower in connection with any such loan,
including sellers of the real estate involved, borrowers,
closing agents, title companies, real estate agents,
mortgage brokers, appraisers, loan correspondents and
dealers, knowingly and materially violates any applica-
ble provision of subsection (b) of this section, the Sec-
retary may impose a civil money penalty on the mort-
gagee or lender, or such other person or entity, in ac-
cordance with this section. The penalty under this
paragraph shall be in addition to any other available
civil remedy or any available criminal penalty, and
may be imposed whether or not the Secretary imposes
other administrative sanctions.’’ for ‘‘Whenever a
mortgagee approved under this chapter, or a lender
holding a contract of insurance under subchapter I of
this chapter, knowingly and materially violates any of
the provisions of subsection (b) of this section, the Sec-
retary may impose a civil money penalty on the mort-
gagee or lender in accordance with the provisions of
this section.’’

Subsec. (a)(2). Pub. L. 105–65, § 553(b)(2), inserted ‘‘or
such other person or entity’’ after ‘‘lender’’ in first sen-
tence and substituted ‘‘the provisions of subsection

(b)(1)’’ for ‘‘provision of subsection (b)(1)’’ in second
sentence.

Subsec. (b)(2). Pub. L. 105–65, § 553(c)(1), (2), added par.
(2) and redesignated former par. (2) as (3).

Subsec. (b)(3). Pub. L. 105–65, § 553(c)(1), (3), redesig-
nated par. (2) as (3) and substituted ‘‘or (F), or para-
graph (2)(A), (B), or (C)’’ for ‘‘or paragraph (1)(F)’’.

Subsec. (c)(1)(B). Pub. L. 105–65, § 553(d)(1), inserted
‘‘or such other person or entity’’ after ‘‘lender’’.

Subsec. (d)(1). Pub. L. 105–65, § 553(d)(2), inserted ‘‘or
such other person or entity’’ after ‘‘lender’’ and sub-
stituted ‘‘parts 24 and 25’’ for ‘‘part 25’’.

Subsec. (e). Pub. L. 105–65, § 553(d)(3), inserted ‘‘or
such other person or entity’’ after ‘‘lender’’ in two
places.

1996—Subsec. (b)(1)(B)(ii). Pub. L. 104–208, which di-
rected the amendment of section 526(b)(1)(B)(ii) of the
National Housing Act by substituting ‘‘Deposit Insur-
ance Fund’’ for ‘‘Bank Insurance Fund for banks and
through the Savings Association Insurance Fund for
savings associations’’ and which substitution was prob-
ably intended by Congress to be made in subsec.
(b)(1)(B)(ii) of this section, section 536 of the National
Housing Act, was not executed. See Effective Date of
1996 Amendment note below.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–208 effective Jan. 1, 1999,
if no insured depository institution is a savings asso-
ciation on that date, see section 2704(c) of Pub. L.
104–208, set out as a note under section 1821 of this title.

EFFECTIVE DATE

Section 107(b) of Pub. L. 101–235 provided that: ‘‘The
amendment made by subsection (a) [enacting this sec-
tion] shall apply only with respect to—

‘‘(1) violations referred to in the amendment that
occur on or after the effective date of this section
[Dec. 15, 1989]; and

‘‘(2) in the case of a continuing violation (as deter-
mined by the Secretary of Housing and Urban Devel-
opment), any portion of a violation referred to in the
amendment that occurs on or after such date.’’

REGULATIONS

Section 541 of title V of Pub. L. 105–65 provided that:
‘‘(a) ISSUANCE OF NECESSARY REGULATIONS.—Notwith-

standing section 7(o) of the Department of Housing and
Urban Development Act [42 U.S.C. 3535(o)] or part 10 of
title 24, Code of Federal Regulations (as in existence on
the date of enactment of this Act [Oct. 27, 1997]), the
Secretary shall issue such regulations as the Secretary
determines to be necessary to implement this subtitle
[subtitle C (§§ 541–564) of title V of Pub. L. 105–65, enact-
ing section 1437z–1 of Title 42, The Public Health and
Welfare, amending this section, sections 1708, 1715z–4a,
1715z–19, and 1735f–15 of this title, section 1516 of Title
18, Crimes and Criminal Procedure, section 6103 of Title
26, Internal Revenue Code, and sections 503 and 1437z of
Title 42, and enacting provisions set out as notes under
section 1735f–15 of this title and sections 503 and 1437z–1
of Title 42] and the amendments made by this subtitle
in accordance with section 552 or 553 of title 5, United
States Code, as determined by the Secretary.

‘‘(b) USE OF EXISTING REGULATIONS.—In implementing
any provision of this subtitle, the Secretary may, in
the discretion of the Secretary, provide for the use of
existing regulations to the extent appropriate, without
rulemaking.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1703, 1715z–13a,
1715z–13b of this title.

§ 1735f�15. Civil money penalties against multi-
family mortgagors

(a) In general
The penalties set forth in this section shall be

in addition to any other available civil remedy
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or any available criminal penalty, and may be
imposed whether or not the Secretary imposes
other administrative sanctions. The Secretary
may not impose penalties under this section for
violations a material cause of which are the fail-
ure of the Department, an agent of the Depart-
ment, or a public housing agency to comply
with existing agreements.
(b) Penalty for violation of agreement as condi-

tion of transfer of physical assets, flexible
subsidy loan, capital improvement loan,
modification of mortgage terms, or workout
agreement

(1) Authority
Whenever a mortgagor of property that in-

cludes 5 or more living units and that has a
mortgage insured, co-insured, or held pursuant
to this chapter, who has agreed in writing, as
a condition of a transfer of physical assets, a
flexible subsidy loan, a capital improvement
loan, a modification of the mortgage terms, or
a workout agreement, to use nonproject in-
come to make cash contributions for pay-
ments due under the note and mortgage, for
payments to the reserve for replacements, to
restore the project to good physical condition,
or to pay other project liabilities, knowingly
and materially fails to comply with any of
these commitments, the Secretary may im-
pose a civil money penalty on that mortgagor,
on a general partner of a partnership mortga-
gor, or on any officer or director of a cor-
porate mortgagor in accordance with the pro-
visions of this section.
(2) Amount of penalty

The amount of the penalty, as determined by
the Secretary, for a violation of this sub-
section may not exceed the amount of the loss
the Secretary would experience at a fore-
closure sale, or a sale after foreclosure, of the
property involved.

(c) Other violations
(1)(A) Liable parties

The Secretary may also impose a civil
money penalty under this section on—

(i) any mortgagor of a property that in-
cludes 5 or more living units and that has a
mortgage insured, coinsured, or held pursu-
ant to this chapter;

(ii) any general partner of a partnership
mortgagor of such property;

(iii) any officer or director of a corporate
mortgagor;

(iv) any agent employed to manage the
property that has an identity of interest
with the mortgagor, with the general part-
ner of a partnership mortgagor, or with any
officer or director of a corporate mortgagor
of such property; or

(v) any member of a limited liability com-
pany that is the mortgagor of such property
or is the general partner of a limited part-
nership mortgagor or is a partner of a gen-
eral partnership mortgagor.

(B) Violations
A penalty may be imposed under this section

upon any liable party under subparagraph (A)
that knowingly and materially takes any of
the following actions:

(i) Conveyance, transfer, or encumbrance
of any of the mortgaged property, or permit-
ting the conveyance, transfer, or encum-
brance of such property, without the prior
written approval of the Secretary.

(ii) Assignment, transfer, disposition, or
encumbrance of any personal property of the
project, including rents, or paying out any
funds, except for reasonable operating ex-
penses and necessary repairs, without the
prior written approval of the Secretary.

(iii) Conveyance, assignment, or transfer
of any beneficial interest in any trust hold-
ing title to the property, or the interest of
any general partner in a partnership owning
the property, or any right to manage or re-
ceive the rents and profits from the mort-
gaged property, without the prior written
approval of the Secretary.

(iv) Remodeling, adding to, reconstructing,
or demolishing any part of the mortgaged
property or subtracting from any real or per-
sonal property of the project, without the
prior written approval of the Secretary.

(v) Requiring, as a condition of the occu-
pancy or leasing of any unit in the project,
any consideration or deposit other than the
prepayment of the first month’s rent, plus a
security deposit in an amount not in excess
of 1 month’s rent, to guarantee the perform-
ance of the covenants of the lease.

(vi) Not holding any funds collected as se-
curity deposits separate and apart from all
other funds of the project in a trust account,
the amount of which at all times equals or
exceeds the aggregate of all outstanding ob-
ligations under the account.

(vii) Payment for services, supplies, or ma-
terials which exceeds $500 and substantially
exceeds the amount ordinarily paid for such
services, supplies, or materials in the area
where the services are rendered or the sup-
plies or materials furnished.

(viii) Failure to maintain at any time the
mortgaged property, equipment, buildings,
plans, offices, apparatus, devices, books,
contracts, records, documents, and other re-
lated papers (including failure to keep copies
of all written contracts or other instruments
which affect the mortgaged property) in rea-
sonable condition for proper audit and for
examination and inspection at any reason-
able time by the Secretary or any duly au-
thorized agents of the Secretary.

(ix) Failure to maintain the books and ac-
counts of the operations of the mortgaged
property and of the project in accordance
with requirements prescribed by the Sec-
retary.

(x) Failure to furnish the Secretary, by the
expiration of the 60-day period beginning on
the 1st day after the completion of each fis-
cal year, with a complete annual financial
report based upon an examination of the
books and records of the mortgagor prepared
and certified to by an independent public ac-
countant or a certified public accountant
and certified to by an officer of the mortga-
gor, unless the Secretary has approved an
extension of the 60-day period in writing.
The Secretary shall approve an extension
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where the mortgagor demonstrates that fail-
ure to comply with this subparagraph is due
to events beyond the control of the mortga-
gor.

(xi) At the request of the Secretary, the
agents of the Secretary, the employees of
the Secretary, or the attorneys of the Sec-
retary, failure to furnish monthly occupancy
reports or failure to provide specific answers
to questions upon which information is
sought relative to income, assets, liabilities,
contracts, the operation and condition of the
property, or the status of the mortgage.

(xii) Failure to make promptly all pay-
ments due under the note and mortgage, in-
cluding mortgage insurance premiums, tax
and insurance escrow payments, and pay-
ments to the reserve for replacements when
there is adequate project income available
to make such payments.

(xiii) Failure to maintain the premises, ac-
commodations, any living unit in the
project, and the grounds and equipment ap-
purtenant thereto in good repair and condi-
tion in accordance with regulations and re-
quirements of the Secretary, except that
nothing in this clause shall have the effect
of altering the provisions of an existing reg-
ulatory agreement or federally insured
mortgage on the property.

(xiv) Failure, by a mortgagor, a general
partner of a partnership mortgagor, or an of-
ficer or director of a corporate mortgagor, to
provide management for the project that is
acceptable to the Secretary pursuant to reg-
ulations and requirements of the Secretary.

(xv) Failure to provide access to the books,
records, and accounts related to the oper-
ations of the mortgaged property and of the
project.

The pay out of surplus cash, as defined by and
provided for in the regulatory agreement,
shall not constitute a violation of this sub-
section.
(2) Amount of penalty

A penalty imposed for a violation under this
subsection, as determined by the Secretary,
may not exceed $25,000.

(d) Agency procedures
(1) Establishment

The Secretary shall establish standards and
procedures governing the imposition of civil
money penalties under subsections (b) and (c)
of this section. These standards and proce-
dures—

(A) shall provide for the Secretary or other
department official (such as the Assistant
Secretary for Housing) to make the deter-
mination to impose a penalty;

(B) shall provide for the imposition of a
penalty only after the mortgagor, general
partner of a partnership mortgagor, officer
or director of a corporate mortgagor, or
identity of interest agent employed to man-
age the property has been given an oppor-
tunity for a hearing on the record; and

(C) may provide for review by the Sec-
retary of any determination or order, or in-
terlocutory ruling, arising from a hearing.

(2) Final orders
If no hearing is requested within 15 days of

receipt of the notice of opportunity for hear-
ing, the imposition of the penalty shall con-
stitute a final and unappealable determina-
tion. If the Secretary reviews the determina-
tion or order, the Secretary may affirm, mod-
ify, or reverse that determination or order. If
the Secretary does not review the determina-
tion or order within 90 days of the issuance of
the determination or order, the determination
or order shall be final.

(3) Factors in determining amount of penalty
In determining the amount of a penalty

under subsection (b) or (c) of this section, con-
sideration shall be given to such factors as the
gravity of the offense, any history of prior of-
fenses (including offenses occurring before De-
cember 15, 1989), ability to pay the penalty, in-
jury to the tenants, injury to the public, bene-
fits received, deterrence of future violations,
and such other factors as the Secretary may
determine in regulations to be appropriate.

(4) Reviewability of imposition of penalty
The Secretary’s determination or order im-

posing a penalty under subsection (b) or (c) of
this section shall not be subject to review, ex-
cept as provided in subsection (e) of this sec-
tion.

(5) Payment of penalty
No payment of a civil money penalty levied

under this section shall be payable out of
project income.

(e) Judicial review of agency determination

(1) In general
After exhausting all administrative rem-

edies established by the Secretary under sub-
section (d)(1) of this section, an entity or per-
son against whom the Secretary has imposed a
civil money penalty under subsection (b) or (c)
of this section may obtain a review of the pen-
alty and such ancillary issues as may be ad-
dressed in the notice of determination to im-
pose a penalty under subsection (d)(1)(A) of
this section in the appropriate court of ap-
peals of the United States, by filing in such
court, within 20 days after the entry of such
order or determination, a written petition
praying that the Secretary’s order or deter-
mination be modified or be set aside in whole
or in part.

(2) Objections not raised in hearing
The court shall not consider any objection

that was not raised in the hearing conducted
pursuant to subsection (d)(1) of this section
unless a demonstration is made of extraor-
dinary circumstances causing the failure to
raise the objection. If any party demonstrates
to the satisfaction of the court that additional
evidence not presented at such hearing is ma-
terial and that there were reasonable grounds
for the failure to present such evidence at the
hearing, the court shall remand the matter to
the Secretary for consideration of such addi-
tional evidence.
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(3) Scope of review
The decisions, findings, and determinations

of the Secretary shall be reviewed pursuant to
section 706 of title 5.

(4) Order to pay penalty
Notwithstanding any other provision of law,

in any such review, the court shall have the
power to order payment of the penalty im-
posed by the Secretary.

(f) Civil money penalties against multifamily
mortgagors, general partners of partnership
mortgagors, officers and directors of cor-
porate mortgagors, and certain managing
agents

If a mortgagor, general partner of a partner-
ship mortgagor, officer or director of a cor-
porate mortgagor, or identity of interest agent
employed to manage the property fails to com-
ply with the Secretary’s determination or order
imposing a civil money penalty under sub-
section (b) or (c) of this section, after the deter-
mination or order is no longer subject to review
as provided by subsections (d)(1) and (e) of this
section, the Secretary may request the Attorney
General of the United States to bring an action
in an appropriate United States district court to
obtain a monetary judgment against the mort-
gagor, general partner of a partnership mortga-
gor, officer or director of a corporate mortgagor,
or identity of interest agent employed to man-
age the property and such other relief as may be
available. The monetary judgment may, in the
court’s discretion, include the attorneys fees
and other expenses incurred by the United
States in connection with the action. In an ac-
tion under this subsection, the validity and ap-
propriateness of the Secretary’s determination
or order imposing the penalty shall not be sub-
ject to review.

(g) Settlement by Secretary
The Secretary may compromise, modify, or

remit any civil money penalty which may be, or
has been, imposed under this section.

(h) ��Knowingly�� defined
The term ‘‘knowingly’’ means having actual

knowledge of or acting with deliberate igno-
rance of or reckless disregard for the prohibi-
tions under this section.

(i) Regulations
The Secretary shall issue such regulations as

the Secretary deems appropriate to implement
this section.

(j) Deposit of penalties in insurance funds
Notwithstanding any other provision of law,

all civil money penalties collected under this
section shall be deposited in the fund estab-
lished under section 1715z–1a(j) of this title.

(k) Identity of interest managing agent
In this section, the terms ‘‘agent employed to

manage the property that has an identity of in-
terest’’ and ‘‘identity of interest agent’’ mean
an entity—

(1) that has management responsibility for a
project;

(2) in which the ownership entity, including
its general partner or partners (if applicable)

and its officers or directors (if applicable), has
an ownership interest; and

(3) over which the ownership entity exerts
effective control.

(June 27, 1934, ch. 847, title V, § 537, as added Pub.
L. 101–235, title I, § 108(a), Dec. 15, 1989, 103 Stat.
2003; amended Pub. L. 105–65, title V, § 561(a),
Oct. 27, 1997, 111 Stat. 1414.)

AMENDMENTS

1997—Subsec. (b)(1). Pub. L. 105–65, § 561(a)(1), sub-
stituted ‘‘on that mortgagor, on a general partner of a
partnership mortgagor, or on any officer or director of
a corporate mortgagor’’ for ‘‘on that mortgagor’’.

Subsec. (c). Pub. L. 105–65, § 561(a)(2)(A), substituted
‘‘Other violations’’ for ‘‘Violations of regulatory agree-
ment for which penalty may be imposed’’ in heading.

Subsec. (c)(1). Pub. L. 105–65, § 561(a)(2)(B)(i), (iv), sub-
stituted ‘‘violation of this subsection’’ for ‘‘violation of
such agreement’’ before period at end of closing provi-
sions and struck out heading and introductory provi-
sions. Introductory provisions read as follows: ‘‘The
Secretary may also impose a civil money penalty under
this section on any mortgagor of property that includes
5 or more living units and that has a mortgage insured,
co-insured, or held pursuant to this chapter for any
knowing and material violation of the regulatory
agreement executed by the mortgagor, as follows:’’.

Subsec. (c)(1)(A). Pub. L. 105–65, § 561(a)(2)(B)(i), (ii),
added subpar. (A) and redesignated former subpar. (A)
as cl. (i) of subpar. (B).

Subsec. (c)(1)(B) to (L). Pub. L. 105–65,
§ 561(a)(2)(B)(i)–(iii), inserted heading and introductory
provisions of subpar. (B), redesignated former subpars.
(A) to (L) as cls. (i) to (xii) of subpar. (B), respectively,
and added cls. (xiii) to (xv).

Subsec. (d)(1)(B). Pub. L. 105–65, § 561(a)(3)(A), inserted
‘‘, general partner of a partnership mortgagor, officer
or director of a corporate mortgagor, or identity of in-
terest agent employed to manage the property’’ after
‘‘mortgagor’’.

Subsec. (d)(5). Pub. L. 105–65, § 561(a)(3)(B), added par.
(5).

Subsec. (e)(1). Pub. L. 105–65, § 561(a)(4), substituted
‘‘an entity or person’’ for ‘‘a mortgagor’’.

Subsec. (f). Pub. L. 105–65, § 561(a)(5), (6), substituted
‘‘Civil money penalties against multifamily mortga-
gors, general partners of partnership mortgagors, offi-
cers and directors of corporate mortgagors, and certain
managing agents’’ for ‘‘Action to collect penalty’’ in
heading and inserted ‘‘, general partner of a partner-
ship mortgagor, officer or director of a corporate mort-
gagor, or identity of interest agent employed to man-
age the property’’ after ‘‘mortgagor’’ in two places in
text.

Subsec. (k). Pub. L. 105–65, § 561(a)(7), added subsec.
(k).

EFFECTIVE DATE OF 1997 AMENDMENT

Section 561(c) of Pub. L. 105–65 provided that: ‘‘The
amendments made by subsection (a) [amending this
section] shall apply only with respect to—

‘‘(1) violations that occur on or after the effective
date of the final regulations implementing the
amendments made by this section; and

‘‘(2) in the case of a continuing violation (as deter-
mined by the Secretary of Housing and Urban Devel-
opment), any portion of a violation that occurs on or
after that date.’’

EFFECTIVE DATE

Section 108(b) of Pub. L. 101–235 provided that: ‘‘The
amendment made by subsection (a) [enacting this sec-
tion] shall apply only with respect to violations re-
ferred to in the amendment that occur on or after the
effective date of this section [Dec. 15, 1989].’’

IMPLEMENTATION

Section 561(b) of Pub. L. 105–65 provided that:
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1 See References in Text note below.

‘‘(1) PUBLIC COMMENT.—The Secretary shall imple-
ment the amendments made by this section [amending
this section and enacting provisions set out as a note
under this section] by regulation issued after notice
and opportunity for public comment. The notice shall
seek comments primarily as to the definitions of the
terms ‘ownership interest in’ and ‘effective control’, as
those terms are used in the definition of the terms
‘agent employed to manage the property that has an
identity of interest’ and ‘identity of interest agent’.

‘‘(2) TIMING.—A proposed rule implementing the
amendments made by this section shall be published
not later than 1 year after the date of enactment of
this Act [Oct. 27, 1997].’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1715z–1a of this
title; title 42 section 1437z–1.

§ 1735f�16. Annual audited financial statements

With respect to fiscal year 1989 and for every
fiscal year thereafter, the Secretary shall make
available to the public a financial statement of
the insurance funds established under this chap-
ter that will present their financial condition on
a cash and accrual basis, consistent with gener-
ally accepted accounting principles. Each finan-
cial statement shall be audited by an independ-
ent accounting firm selected by the Secretary
and the results of such audit shall be made
available to the public.

(June 27, 1934, ch. 847, title V, § 538, as added Pub.
L. 101–235, title I, § 131, Dec. 15, 1989, 103 Stat.
2026.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1711 of this title.

§ 1735f�17. Examinations and sanctions for cer-
tain violations

(a) Examinations and sanctions
(1) In connection with any examination of a

mortgagee approved by the Secretary pursuant
to this chapter, the Secretary shall assess the
performance of the mortgagee in meeting the re-
quirements of sections 1709(t),1 1715n(a)(7)(B),1
and 1735f–13 of this title. Where the Secretary
determines that a mortgagee is not in compli-
ance with these requirements, the Secretary
shall refer the matter to the Mortgagee Review
Board for investigation and appropriate action.

(2) Not later than 180 days after November 28,
1990, the Secretary shall by notice establish a
procedure under which (A) any person may file a
request that the Secretary determine whether a
mortgagee is in compliance with sections
1709(t),1 1715n(a)(7)(B),1 and 1735f–13 of this title,
(B) the Secretary shall inform the person of the
disposition of the request, and (C) the Secretary
shall publish in the Federal Register the disposi-
tion of any case referred by the Secretary to the
Mortgagee Review Board. Such procedures shall
be established by regulation under section 553 of
title 5. The Secretary shall issue regulations
based on the initial notice before the expiration
of the 8-month period beginning on the date of
the notice.

(3) Omitted.
(b) Monitoring and review

The Secretary shall continually monitor and
undertake a thorough review of the implementa-

tion of this section to assess the impact of the
section on the lending practices of mortgagees
and the availability of mortgages insured under
this chapter. The Secretary shall monitor the
availability of credit, the number and type of
lenders participating in the program, whether
there is any change in the composition or prac-
tices of such lenders and any other factors the
Secretary considers appropriate. The Secretary
shall submit to the Congress findings detailing
the results of such monitoring and review not
later than 18 months after November 28, 1990.

(June 27, 1934, ch. 847, title V, § 539, as added Pub.
L. 101–625, title III, § 330(b), Nov. 28, 1990, 104
Stat. 4139.)

REFERENCES IN TEXT

Section 1709(t) of this title, referred to in subsec.
(a)(1), (2), was redesignated section 1709(u) of this title
by Pub. L. 106–377, § 1(a)(1) [title II, § 209(a)(1)], Oct. 27,
2000, 114 Stat. 1441, 1441A–25.

Section 1715n(a)(7)(B) of this title, referred to in sub-
sec. (a)(1), (2), was redesignated section
1715n(a)(7)(A)(ii) of this title by Pub. L. 107–116, title VI,
§ 615(3), Jan. 10, 2002, 115 Stat. 2225.

CODIFICATION

Paragraph (3) of subsection (a), which required the
Secretary to submit to Congress, not less than annu-
ally, a report on actions taken to carry out this sec-
tion, terminated, effective May 15, 2000, pursuant to
section 3003 of Pub. L. 104–66, as amended, set out as a
note under section 1113 of Title 31, Money and Finance.
See, also, page 103 of House Document No. 103–7.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1709 of this title;
title 42 section 3535.

§ 1735f�18. Information regarding early defaults
and foreclosures on insured mortgages

(a) In general
The Secretary of Housing and Urban Develop-

ment shall collect and maintain information re-
garding early defaults on mortgages as provided
under this section. The Secretary shall make
such information available for public inspection
upon request. Information shall be collected
quarterly with respect to each applicable collec-
tion period (as such term is defined in sub-
section (c) of this section) and shall be available
for inspection not more than 30 days after the
conclusion of the calendar quarter relating to
each such period. Information shall first be
made available under this section for the appli-
cable collection period relating to the first cal-
endar quarter ending more than 180 days after
November 28, 1990.
(b) Contents

(1) Mortgage lender analysis
Information collected under this section

shall include, for each lender originating
mortgages during the applicable collection pe-
riod that are insured pursuant to section 1709
of this title and secured by property in a des-
ignated census tract, the following informa-
tion with respect to such mortgages:

(A) The name of the lender and the number
of each designated census tract in which the
lender originated 1 or more such mortgages
during the applicable collection period.
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(B) The total number of such mortgages
originated by such lender during the applica-
ble collection period in each designated cen-
sus tract and the number of mortgages origi-
nated each year in each designated census
tract.

(C) The total number of defaults and fore-
closures on such mortgages during the appli-
cable collection period in each designated
census tract and the number of defaults and
foreclosures in each designated census tract
in each year of the period.

(D) For each designated census tract, the
percentage of such lender’s total insured
mortgages originated during each year of
the applicable collection period (with re-
spect to properties within such census tract)
on which defaults or foreclosures have oc-
curred during the applicable collection pe-
riod.

(E) The total of all such originations, de-
faults, and foreclosures on insured mort-
gages originated by such lender during the
applicable collection period for all des-
ignated census tracts and the percentage of
the total number of such lender’s insured
mortgage originations on which defaults or
foreclosures have occurred during the appli-
cable collection period.

(2) Other information
Information collected under this section

shall also include the following:
(A) For each lender referred to under para-

graph (1), the total number of insured mort-
gages originated by the lender secured by
properties not located in a designated census
tract, the total number of defaults and fore-
closures on such mortgages, and the percent-
age of such mortgages originated on which
defaults or foreclosures occurred during the
applicable collection period.

(B) For each designated census tract, the
total number of mortgages originated during
the applicable collection period that are in-
sured pursuant to section 1709 of this title,
the number of defaults and foreclosures oc-
curring on such mortgages during such pe-
riod, and the percentage of the total insured
mortgage originations during the period on
which defaults or foreclosures occurred.

(c) Annual reports
The Secretary shall submit to the Congress

annually a report containing the information
collected and maintained under subsection (b) of
this section for the relevant year.

(d) Definitions
For purposes of this section:

(1) Applicable collection period
The term ‘‘applicable collection period’’

means the 5-year period ending on the last day
of the calendar quarter for which information
under this section is collected.

(2) Designated census tract
The term ‘‘designated census tract’’ means a

census tract located within a metropolitan
statistical area, as defined pursuant to regula-
tions issued by the Secretary of Commerce.

(June 27, 1934, ch. 847, title V, § 540, as added Pub.
L. 101–625, title III, § 335(a), Nov. 28, 1990, 104
Stat. 4142.)

AVAILABILITY OF INFORMATION REGARDING DEFAULT/
CLAIM RATES DURING TRANSITION

Section 335(b) of Pub. L. 101–625 provided that: ‘‘Dur-
ing the period beginning on the date of the enactment
of this Act [Nov. 28, 1990] and ending on the date of the
initial availability of information under section 540 of
the National Housing Act [12 U.S.C. 1735f–18] (as added
by subsection (a)), the Secretary of Housing and Urban
Development shall make publicly available all reports
regarding Default/Claim Rates per Regional Office for
Fiscal Year 1990 Endorsements that are produced by
the Department of Housing and Urban Development
during such period.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1709 of this title;
title 42 section 3535.

§ 1735f�19. Partial payment of claims on de-
faulted mortgages and in connection with
mortgage restructuring

(a) Defaulted mortgages
Notwithstanding any other provision of law, if

the Secretary is requested to accept assignment
of a mortgage insured by the Secretary that
covers a multifamily housing project (as such
term is defined in section 1701z–11(b) of this
title) or a health care facility (including a nurs-
ing home, intermediate care facility, or board
and care home (as those terms are defined in
section 1715w of this title), a hospital (as that
term is defined in section 1715z–7 of this title),
or a group practice facility (as that term is de-
fined in section 1749aaa–5 of this title)) and the
Secretary determines that partial payment
would be less costly to the Federal Government
than other reasonable alternatives for maintain-
ing the low-income character of the project, or
for keeping the health care facility operational
to serve community needs, the Secretary may
request the mortgagee, in lieu of assignment,
to—

(1) accept partial payment of the claim
under the mortgage insurance contract; and

(2) recast the mortgage, under such terms
and conditions as the Secretary may deter-
mine.

(b) Existing mortgages
Notwithstanding any other provision of law,

the Secretary, in connection with a mortgage
restructuring under section 514 of the Multifam-
ily Assisted Housing Reform and Affordability
Act of 1997, may make a one time, nondefault
partial or full payment of claim under one or
more mortgage insurance contracts, which shall
include a determination by the Secretary or the
participating administrative entity, in accord-
ance with the Multifamily Assisted Housing Re-
form and Affordability Act of 1997, of the mar-
ket value of the project and a restructuring of
the mortgage, under such terms and conditions
as are permitted by section 517(a) of such Act.
(c) Repayment

As a condition to a partial claim payment
under this section, the mortgagor shall agree to
repay to the Secretary the amount of such pay-
ment and such obligation shall be secured by a
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second mortgage on the property on such terms
and conditions as the Secretary may determine.

(June 27, 1934, ch. 847, title V, § 541, as added Pub.
L. 103–233, title I, § 101(e), Apr. 11, 1994, 108 Stat.
357; amended Pub. L. 105–65, title II, § 210, title V,
§ 523(b), Oct. 27, 1997, 111 Stat. 1366, 1406; Pub. L.
106–74, title II, § 213(a), Oct. 20, 1999, 113 Stat.
1073.)

REFERENCES IN TEXT

The Multifamily Assisted Housing Reform and Af-
fordability Act of 1997, referred to in subsec. (b), is title
V of Pub. L. 105–65, Oct. 27, 1997, 111 Stat. 1384. Sections
514 and 517(a) of the Act are set out as a note under sec-
tion 1437f of Title 42, The Public Health and Welfare.
For complete classification of this Act to the Code, see
Short Title of 1997 Amendment note set out under sec-
tion 1701 of this title and Tables.

AMENDMENTS

1999—Pub. L. 106–74, § 213(a)(1), substituted ‘‘defaulted
mortgages and in connection with mortgage restructur-
ing’’ for ‘‘multifamily housing projects and health care
facilities’’ in section catchline.

Subsec. (b). Pub. L. 106–74, § 213(a)(2), substituted
‘‘partial or full payment of claim under one or more
mortgage insurance contracts’’ for ‘‘partial payment of
the claim under the mortgage insurance contract’’.

1997—Pub. L. 105–65, § 210(1), inserted ‘‘and health care
facilities’’ after ‘‘housing projects’’ in section catch-
line.

Subsec. (a). Pub. L. 105–65, § 523(b)(1), substituted ‘‘De-
faulted mortgages’’ for ‘‘Authority’’ in heading.

Pub. L. 105–65, § 210(2)(B), inserted ‘‘or for keeping the
health care facility operational to serve community
needs,’’ after ‘‘character of the project,’’ in introduc-
tory provisions.

Pub. L. 105–65, § 210(2)(A), which directed the inser-
tion, in introductory provisions, of ‘‘or a health care fa-
cility (including a nursing home, intermediate care fa-
cility, or board and care home (as those terms are de-
fined in section 1715w of this title), a hospital (as that
term is defined in section 1715z–7 of this title), or a
group practice facility (as that term is defined in sec-
tion 1749aaa–5 of this title))’’ after ‘‘section 1701z–11(b)
of this title’’, was executed by inserting the language
after ‘‘section 1701z–11(b) of this title)’’ to reflect the
probable intent of Congress.

Subsecs. (b), (c). Pub. L. 105–65, § 523(b)(2), (3), added
subsec. (b) and redesignated former subsec. (b) as (c).

§ 1735f�20. Authorization of appropriations for
General and Special Risk Insurance Funds

There are authorized to be appropriated such
sums as may be necessary for each of fiscal
years 1994 and 1995, to be allocated in any man-
ner that the Secretary determines appropriate,
for the following costs incurred in conjunction
with programs authorized under the General In-
surance Fund, as provided by section 1735c of
this title, and the Special Risk Insurance Fund,
as provided by section 1715z–3 of this title:

(1) The cost to the Government, as defined in
section 661a 1 of title 2, of new insurance com-
mitments.

(2) The cost to the Government, as defined in
section 661a 1 of title 2, of modifications to ex-
isting loans, loan guarantees, or insurance
commitments.

(3) The cost to the Government, as defined in
section 661a 1 of title 2, of loans provided under
section 1701z–11(f) of this title.

(4) The costs of the rehabilitation of multi-
family housing projects (as defined in section
1701z–11(b) of this title) upon disposition by
the Secretary.

(June 27, 1934, ch. 847, title V, § 542, as added Pub.
L. 103–233, title I, § 105(c), Apr. 11, 1994, 108 Stat.
363.)

REFERENCES IN TEXT

Section 661a of title 2, referred to in pars. (1) to (3),
was in the original ‘‘section 502 of the Congressional
Budget Act’’, which was translated as meaning ‘‘sec-
tion 502 of the Congressional Budget Act of 1974’’ to re-
flect the probable intent of Congress.

§ 1735g. Mortgage relief for homeowners who are
unemployed as result of closing of Federal
installation

(a) Definitions
For the purposes of this section—

(1) The term ‘‘mortgage’’ means a mortgage
which (A) is insured under the National Hous-
ing Act [12 U.S.C. 1701 et seq.], or (B) secures
a home loan guaranteed or insured under the
Servicemen’s Readjustment Act of 1944 or
chapter 37 of title 38.

(2) The term ‘‘Federal mortgage agency’’
means—

(A) The Secretary of Housing and Urban
Development when used in connection with
mortgages insured under the National Hous-
ing Act, and

(B) the Secretary of Veterans Affairs when
used in connection with mortgages securing
home loans guaranteed or insured under the
Servicemen’s Readjustment Act of 1944 or
chapter 37 of title 38.

(3) The term ‘‘distressed mortgagor’’ means
an individual who—

(A) was employed by the Federal Govern-
ment at, or was assigned as a serviceman to,
a military base or other Federal installation
and whose employment or service at such
base or installation was terminated subse-
quent to November 1, 1964, as the result of
the closing (in whole or in part) of such base
or installation; and

(B) is the owner-occupant of a dwelling sit-
uated at or near such base or installation
and upon which there is a mortgage securing
a loan which is in default because of the in-
ability of such individual to make payments
due under such mortgage.

(b) Application for, issuance and expiration of
certificate of moratorium

(1) Any distressed mortgagor, for the purpose
of avoiding foreclosure of his mortgage, may
apply to the appropriate Federal mortgage agen-
cy for a determination that suspension of his ob-
ligation to make payments due under such
mortgage during a temporary period is nec-
essary in order to avoid such foreclosure.

(2) Upon receipt of an application made under
this subsection by a distressed mortgagor, the
Federal mortgage agency shall issue to such
mortgagor a certificate of moratorium if it de-
termines, after consultation with the interested
mortgagee, that such action is necessary to
avoid foreclosure.



Page 790TITLE 12—BANKS AND BANKING§ 1735g

(3) Prior to the issuance to any distressed
mortgagor of a certificate of moratorium under
paragraph (2), the Federal mortgage agency, the
mortgagor, and the mortgagee shall enter into a
binding agreement under which—

(A) the mortgagor will be required to make
payments to such agency, after the expiration
of such certificate, in an aggregate amount
equal to the amount paid by such agency on
behalf of such mortgagor as provided in sub-
section (c) of this section, together with inter-
est thereon at a rate not to exceed the rate
provided in the mortgage; the manner and
time in which such payments shall be made to
be determined by the Federal mortgage agen-
cy having due regard for the purposes sought
to be achieved by this section; and

(B) the Federal mortgage agency will be sub-
rogated to the rights of the mortgagee to the
extent of payments made pursuant to such
certificate, which rights, however, shall be
subject to the prior right of the mortgagee to
receive the full amount payable under the
mortgage.

(4) Any certificate of moratorium issued under
this subsection shall expire on whichever of the
following dates is the earliest—

(A) two years from the date on which such
certificate was issued;

(B) thirty days after the date on which the
mortgagor gives notice in writing to the Fed-
eral mortgage agency that he is able to re-
sume his obligation to make payments due
under his mortgage; or

(C) thirty days after the date on which the
Federal mortgage agency determines that the
mortgagor to whom such certificate was is-
sued has ceased to be a distressed mortgagor
as defined in subsection (a)(3) of this section.

(c) Notice to mortgagee of assumption of mortga-
gor�s obligation by agency; amount of pay-
ments; suspension of payments by mortga-
gor; prohibition against further action to en-
force or collect payments; liability of mortga-
gor upon expiration of certificate; notice of
expiration of certificate

(1) Whenever a Federal mortgage agency is-
sues a certificate of moratorium to any dis-
tressed mortgagor with respect to any mort-
gage, it shall transmit to the mortgagee a copy
of such certificate, together with a notice stat-
ing that, while such certificate is in effect, such
agency will assume the obligation of such mort-
gagor to make payments due under the mort-
gage.

(2) Payments made by any Federal mortgage
agency pursuant to a certificate of moratorium
issued under this section with respect to the
mortgage of any distressed mortgagor may in-
clude, in addition to the payments referred to in
paragraph (1), an amount equal to the unpaid
payments under such mortgage prior to the issu-
ance of such certificate, plus a reasonable allow-
ance for foreclosure costs actually paid by the
mortgagee if a foreclosure action was dismissed
as a result of the issuance of a moratorium cer-
tificate. Payments by the Federal mortgage
agency may also include payments of taxes and
insurance premiums on the mortgaged property
as deemed necessary when these items are not

provided for through payments to a tax and in-
surance account held by the interested mortga-
gee.

(3) While any certificate of moratorium issued
under this section is in effect with respect to the
mortgage of any distressed mortgagor, no fur-
ther payments due under the mortgage shall be
required of such mortgagor, and no action (legal
or otherwise) shall be taken or maintained by
the mortgagee to enforce or collect such pay-
ments. Upon the expiration of such certificate,
the mortgagor shall again be liable for the pay-
ment of all amounts due under the mortgage in
accordance with its terms.

(4) Each Federal mortgage agency shall give
prompt notice in writing to the interested mort-
gagor and mortgagee of the expiration of any
certificate of moratorium issued by it under this
section.
(d) Regulations

The Federal mortgage agencies are authorized
to issue such individual and joint regulations as
may be necessary to carry out this section and
to insure the uniform administration thereof.
(e) Fund for extending financial assistance to

distressed mortgagors
There shall be in the Treasury (1) a fund which

shall be available to the Secretary of Housing
and Urban Development for the purpose of ex-
tending financial assistance in behalf of dis-
tressed mortgagors as provided in subsection (c)
of this section, and for paying administrative
expenses incurred in connection with such as-
sistance, and (2) a fund which shall be available
to the Secretary of Veterans Affairs for the
same purpose, except administrative expenses.
The capital of each such fund shall consist of
such sums as may, from time to time, be appro-
priated thereto, and any sums so appropriated
shall remain available until expended. Receipts
arising from the programs of assistance under
subsection (c) of this section shall be credited to
the funds from which such assistance was ex-
tended. Moneys in either of such funds not need-
ed for current operations, as determined by the
Secretary of Housing and Urban Development,
or the Secretary of Veterans Affairs, as the case
may be, shall be invested in bonds or other obli-
gations of the United States, or paid into the
Treasury as miscellaneous receipts.

(Pub. L. 89–117, title I, § 107(a)–(e), Aug. 10, 1965,
79 Stat. 458, 459; Pub. L. 89–754, title X, § 1012,
Nov. 3, 1966, 80 Stat. 1288; Pub. L. 102–54,
§ 13(d)(3), June 13, 1991, 105 Stat. 275.)

REFERENCES IN TEXT

The National Housing Act, referred to in subsec. (a),
is act June 27, 1934, ch. 847, 48 Stat. 1246, as amended,
which is classified principally to this chapter (§ 1701 et
seq.). For complete classification of this Act to the
Code, see section 1701 of this title and Tables.

The Servicemen’s Readjustment Act of 1944, referred
to in subsec. (a), is act June 22, 1944, ch. 268, 58 Stat.
284, as amended, which was classified generally to chap-
ter 11C (§ 693 to 697g) of former Title 38, Pensions, Bo-
nuses, and Veterans’ Relief, and was repealed by sec-
tion 14(87) of Pub. L. 85–857, Sept. 2, 1958, 72 Stat. 1273,
the first section of which enacted Title 38, Veterans’
Benefits. For distribution of sections 693 to 697g of
former Title 38 to Title 38, Veterans’ Benefits, see
Table preceding section 101 of Title 38, Veterans’ Bene-
fits.
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CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1965, and not as part of the Na-
tional Housing Act which comprises this chapter.

AMENDMENTS

1991—Subsecs. (a)(2)(B), (e). Pub. L. 102–54 substituted
‘‘Secretary of Veterans Affairs’’ for ‘‘Administrator of
Veterans’ Affairs’’ wherever appearing.

1966—Subsec. (a)(2)(A). Pub. L. 89–754 substituted
‘‘Secretary of Housing and Urban Development’’ for
‘‘Federal Housing Commissioner’’.

Subsec. (a)(3). Pub. L. 89–754 redefined as distressed
mortgagor, describing in subpar. (A) such a person as
an individual whose employment or military service at
a military base or other Federal installation was ter-
minated subsequent to Nov. 1, 1964, as the result of
closing of such base or installation, formerly defined as
an individual who was unemployed, although willing to
work, as the result of the closing of a Federal installa-
tion, and providing in subpar. (B) for dwelling situated
at or near the base or installation and substituting
‘‘payments due under such mortgage’’ for ‘‘payments of
principal and/or interest under such mortgage’’.

Subsec. (b)(1). Pub. L. 89–754 substituted ‘‘payments
due under such mortgage’’ for ‘‘payments of principal
and/or interest under such mortgage’’.

Subsec. (b)(2). Pub. L. 89–754 struck out subpar. (A)
providing for determination that mortgagor is not in
default with respect to any condition or covenant of
the mortgage other than requiring the payment of in-
stallments of principal and/or interest under the mort-
gage and incorporated without subpar. designation pro-
vision for determination that such action is necessary
to avoid foreclosure, formerly providing in subpar. (B)
that such action was the only available means of avoid-
ing foreclosure of such mortgage.

Subsec. (b)(3). Pub. L. 89–754 substituted in introduc-
tory text ‘‘the Federal mortgage agency, the mortga-
gor, and the mortgagee shall enter into a binding
agreement’’ for ‘‘the Federal mortgage agency shall re-
quire such mortgagor to enter into a binding agree-
ment’’, designated existing provisions as subpar. (A),
provided for payment of interest at rate not to exceed
the rate provided in the mortgage, and added subpar.
(B).

Subsec. (b)(4). Pub. L. 89–754 increased the period
from one to two years in subpar. (A), substituted sub-
par. (B) provision for expiration date as thirty days
after date on which mortgagor gives notice in writing
to Federal mortgage agency of ability to resume obli-
gation to make payments due under his mortgage for
former provision as the date thirty days after date on
which mortgagor to whom certificate was issued ceased
to be a distressed mortgagor, now incorporated in sub-
par. (C), redesignated former subpar. (B) as (C), provid-
ing for a determination by the Federal mortgage agen-
cy, and struck out former subpar. (C) provision for date
on which mortgagor becomes in default with respect to
any condition or covenant in his mortgage other than
that requiring the payment by him of installments of
principal and/or interest under the mortgage.

Subsec. (c)(1). Pub. L. 89–754 substituted ‘‘payments
due under the mortgage’’ for ‘‘payments of principal,
and, if so specified in the certificate, of interest, under
the mortgage’’.

Subsec. (c)(2). Pub. L. 89–754 substituted ‘‘may in-
clude’’ for ‘‘shall include’’ and ‘‘unpaid payments under
such mortgage’’ for ‘‘unpaid principal and interest
charges which had accrued and subsequent to the date
on which such mortgagor became a distressed mortga-
gor as defined in subsection (a) of this section’’, and au-
thorized payments of reasonable allowance for fore-
closure costs actually paid by the mortgagee if a fore-
closure action was dismissed as result of issuance of
moratorium certificate and taxes and insurance pre-
miums on mortgaged property as deemed necessary
when not provided for through payments to a tax and
insurance account held by the interested mortgagee.

Subsec. (c)(3). Pub. L. 89–754 substituted ‘‘payments
due under the mortgage’’ for ‘‘payments of principal,
and, if so specified in the certificate, of interest, under
the mortgage’’.

Subsec. (d). Pub. L. 89–754 reenacted subsec. (d) with-
out change.

Subsec. (e). Pub. L. 89–754 substituted ‘‘Secretary of
Housing and Urban Development’’ for ‘‘Federal Housing
Commissioner’’ in two places and made fund available
for payment of administrative expenses incurred in
connection with assistance to distressed mortgagors
and unavailable for payment of administrative ex-
penses of the Administrator of Veterans’ Affairs.

§ 1735h. Repealed. Pub. L. 89�754, title X,
§ 1013(j), Nov. 3, 1966, 80 Stat. 1292

Section, Pub. L. 89–117, title I, § 108(a)–(d), (f), Aug. 10,
1965, 79 Stat. 460, 461, provided for acquisition of prop-
erty at or near military bases which have been ordered
to be closed. See section 3374 of Title 42, The Public
Health and Welfare.

SUBCHAPTER VI—WAR HOUSING
INSURANCE

AMENDMENTS

1942—Act May 26, 1942, ch. 319, § 14(a), 56 Stat. 305,
amended subchapter heading, substituting ‘‘WAR’’ for
‘‘DEFENSE’’.

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 1702, 1715f,
1731a, 1743 of this title.

§ 1736. Definitions

As used in this subchapter—
(a) The term ‘‘mortgage’’ means a first mort-

gage on real estate, in fee simple, or on a lease-
hold (1) under a lease for not less than ninety-
nine years which is renewable; or (2) under a
lease having a period of not less than fifty years
to run from the date the mortgage was executed;
and the term ‘‘first mortgage’’ means such
classes of first liens as are commonly given to
secure advances on, or the unpaid purchase price
of, real estate, under the laws of the State in
which the real estate is located, together with
the credit instruments, if any, secured thereby.

(b) The term ‘‘mortgagee’’ includes the origi-
nal lender under a mortgage, and his successors
and assigns approved by the Secretary; and the
term ‘‘mortgagor’’ includes the original bor-
rower under a mortgage and his successors and
assigns.

(c) The term ‘‘maturity date’’ means the date
on which the mortgage indebtedness would be
extinguished if paid in accordance with periodic
payments provided for in the mortgage.

(d) The term ‘‘State’’ includes the several
States, and Puerto Rico, the District of Colum-
bia, Guam, and the Virgin Islands.

(June 27, 1934, ch. 847, title VI, § 601, as added
Mar. 28, 1941, ch. 31, § 1, 55 Stat. 55; amended Apr.
20, 1950, ch. 94, title I, § 122, 64 Stat. 59; July 14,
1952, ch. 723, § 10(a)(2), 66 Stat. 603; Pub. L. 86–70,
§ 10(a), June 25, 1959, 73 Stat. 142; Pub. L. 86–624,
§ 6, July 12, 1960, 74 Stat. 411; Pub. L. 90–19,
§ 1(a)(3), May 25, 1967, 81 Stat. 17.)

AMENDMENTS

1967—Subsec. (b). Pub. L. 90–19 substituted ‘‘Sec-
retary’’ for ‘‘Commissioner’’.

1960—Subsec. (d). Pub. L. 88–624 struck out ‘‘Hawaii,’’
before ‘‘Puerto Rico’’.
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1959—Subsec. (d). Pub. L. 86–70 struck out ‘‘Alaska,’’
before ‘‘Hawaii’’.

1952—Subsec. (d). Act July 14, 1952, inserted ‘‘Guam,’’
after ‘‘District of Columbia,’’.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’ wherever appearing.

SEPARABILITY

Section 9 of act Mar. 28, 1941 provided that: ‘‘If any
provision of this Act [enacting sections 1736 to 1742 of
this title, and section 609k of Title 15, Commerce and
Trade, and amending sections 371, 1430, 1702, 1706, 1707,
1713, and 1715, 1716, 1717 of this title] or the application
thereof to any person or circumstances, is held invalid,
the remainder of the Act, and the application of such
provision to other persons or circumstances, shall not
be affected thereby.’’

§ 1737. Repealed. Pub. L. 89�117, title XI,
§ 1108(aa), Aug. 10, 1965, 79 Stat. 507

Section, act June 27, 1934, ch. 847, title VI, § 602, as
added Mar. 28, 1941, ch. 31, § 1, 55 Stat. 55; amended May
26, 1942, ch. 319, § 14(b) 56 Stat. 305; June 30, 1947, ch. 166,
title II, § 206(l), 61 Stat. 208; 1947 Reorg. Plan No. 3, § 3,
eff. July 27, 1947, 12 F.R. 4981, 61 Stat. 954; Apr. 20, 1950,
ch. 94, title I, § 122, 64 Stat. 59, created the War Housing
Insurance Fund.

For establishment of the General Insurance Fund, see
section 1735c of this title.

§ 1738. Insurance of mortgages

(a) Relief of housing shortage; eligibility; limita-
tions on time and amount

In order to assist in relieving the acute short-
age of housing which now exists and to increase
the supply of housing accommodations available
to veterans of World War II at prices within
their reasonable ability to pay, the Secretary is
authorized, upon application by the mortgagee,
to insure as hereinafter provided any mortgage
which is eligible for insurance as hereinafter
provided, and, upon such terms as the Secretary
may prescribe, to make commitments for the in-
suring of such mortgages prior to the date of
their execution or disbursement thereon: Pro-
vided, That the aggregate amount of principal
obligations of all mortgages insured under this
subchapter shall not exceed $6,150,000,000 except
that with the approval of the President such ag-
gregate amount may be increased to not to ex-
ceed $6,650,000,000: Provided further, That no
mortgage shall be insured under this section
after April 30, 1948, except (A) pursuant to a
commitment to insure issued on or before April
30, 1948, or (B) a mortgage given to refinance an
existing mortgage insured under this section
and which does not exceed the original principal
amount and unexpired term of such existing
mortgage, and no mortgage shall be insured
under section 1743 of this title after March 1,
1950, except (i) pursuant to a commitment to in-
sure issued on or before March 1, 1950, or (ii) a
mortgage given to refinance an existing mort-
gage insured under section 1743 of this title and
which does not exceed the original principal
amount and unexpired term of such existing
mortgage: Provided further, That no mortgage
shall be insured under section 1743 of this title
unless the mortgagor certifies under oath that
in selecting tenants for the property covered by
the mortgage he will not discriminate against
any family by reason of the fact that there are
children in the family, and that he will not sell

the property while the insurance is in effect un-
less the purchaser so certifies, such certifi-
cations to be filed with the Secretary; and viola-
tion of any such certification shall be a mis-
demeanor punishable by a fine of not to exceed
$500: And provided further, That the Secretary
shall, in his discretion, have power to require
the availability for rental purposes of properties
covered by mortgages insured under this sub-
chapter, in such instances and for such periods
of time as he may prescribe.

Notwithstanding the first proviso of this sub-
section, mortgages may be insured under sec-
tions 1744 and 1746 of this title if the aggregate
amounts of principal obligations of mortgages
insured under said sections plus the aggregate
amount of principal obligations of mortgages in-
sured under section 1745 of this title do not ex-
ceed the limitation contained in said section
1745 upon the aggregate amount of principal ob-
ligations of mortgages insured pursuant to said
section.

Notwithstanding the second proviso of this
subsection, mortgages otherwise eligible for in-
surance under section 1743 of this title may be
hereafter insured thereunder if the application
for such insurance was received by the Depart-
ment of Housing and Urban Development on or
before March 1, 1950, and for such purpose the
aggregate amount of principal obligations au-
thorized to be insured under section 1743 of this
title is increased by not to exceed $500,000,000.
(b) Eligibility requirements

To be eligible for insurance under this section
a mortgage shall—

(1) have been made to, and be held by, a
mortgagee approved by the Secretary as re-
sponsible and able to service the mortgage
properly;

(2) involve a principal obligation (including
such initial service charges, appraisal, inspec-
tion, and other fees as the Secretary shall ap-
prove) in an amount not to exceed 90 per cen-
tum of the Secretary’s estimate of the value
(as of the date the mortgage is accepted for in-
surance), except that as to applications re-
ceived by the Secretary on or before March 31,
1948, the mortgage may involve a principal ob-
ligation in an amount not to exceed 90 per cen-
tum of the Secretary’s estimate of the nec-
essary current cost (including the land and
such initial service charges and such ap-
praisal, inspection, and other fees as the Sec-
retary shall approve); of a property, urban,
suburban, or rural, upon which there is located
a dwelling designed principally for residential
use for not more than four families in the ag-
gregate, which is approved for mortgage insur-
ance prior to the beginning of construction.
The principal obligation of such mortgage
shall in no event, however, exceed—

(A) $5,400 if such dwelling is designed for a
single-family residence, or

(B) $7,500 if such dwelling is designed for a
two-family residence, or

(C) $9,500 if such dwelling is designed for a
three-family residence, or

(D) $12,000 if such dwelling is designed for
a four-family residence:

Provided, That the Secretary may, if he finds
that at any time or in any particular geo-
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graphical area it is not feasible, within such
limitations of maximum mortgage amounts,
to construct dwellings without sacrifice of
sound standards of construction, design, or liv-
ability, prescribe by regulation or otherwise
higher maximum mortgage amounts not to ex-
ceed—

(A) $8,100 if such dwelling is designed for a
single-family residence, or

(B) $12,500 if such dwelling is designed for
a two-family residence, or

(C) $15,750 if such dwelling is designed for
a three-family residence, or

(D) $18,000 if such dwelling is designed for
a four-family residence.

(3) have a maturity satisfactory to the Sec-
retary but not to exceed twenty-five years
from the date of the insurance of the mort-
gage;

(4) contain complete amortization provisions
satisfactory to the Secretary;

(5) bear interest (exclusive of premium
charges for insurance) at not to exceed 4 per
centum per annum on the amount of the prin-
cipal obligation outstanding at any time;

(6) provide, in a manner satisfactory to the
Secretary, for the application of the mortga-
gor’s periodic payments (exclusive of the
amount allocated to interest and to the pre-
mium charge which is required for mortgage
insurance as herein provided) to amortization
of the principal of the mortgage; and

(7) contain such terms and provisions with
respect to insurance, repairs, alterations, pay-
ment of taxes, default reserves, delinquency
charges, foreclosure proceedings, anticipation
of maturity, additional and secondary liens,
and other matters as the Secretary may in his
discretion prescribe.

(c) Premium charges; payments; acceptance for
insurance; preferences; adjustments and re-
funds

The Secretary is authorized to fix a premium
charge for the insurance of mortgages under this
subchapter but in the case of any mortgage such
charge shall not be less than an amount equiva-
lent to one-half of 1 per centum per annum nor
more than an amount equivalent to 11⁄2 per cen-
tum per annum of the amount of the principal
obligation of the mortgage outstanding at any
time, without taking into account delinquent
payments or prepayments. Such premium
charges shall be payable by the mortgagee, ei-
ther in cash, or in debentures issued by the Sec-
retary under this subchapter at par plus accrued
interest, in such manner as may be prescribed
by the Secretary: Provided, That the Secretary
may require the payment of one or more such
premium charges at the time the mortgage is in-
sured, at such discount rate as he may prescribe
not in excess of the interest rate specified in the
mortgage. If the Secretary finds, upon the pres-
entation of a mortgage for insurance and the
tender of the initial premium charge and such
other charges as the Secretary may require,
that the mortgage complies with the provisions
of this subchapter, such mortgage may be ac-
cepted for insurance by endorsement or other-
wise as the Secretary may prescribe; but no
mortgage shall be accepted for insurance under

this subchapter unless the Secretary finds that
the project with respect to which the mortgage
is executed is an acceptable risk in view of the
shortage of housing referred to in this section.
In the event that the principal obligation of any
mortgage accepted for insurance under this sub-
chapter is paid in full prior to the maturity
date, the Secretary is further authorized in his
discretion to require the payment by the mort-
gagee of an adjusted premium charge in such
amount as the Secretary determines to be equi-
table, but not in excess of the aggregate amount
of the premium charges that the mortgagee
would otherwise have been required to pay if the
mortgage had continued to be insured under this
subchapter until such maturity date; and in the
event that the principal obligation is paid in full
as herein set forth, the Secretary is authorized
to refund to the mortgagee for the account of
the mortgagor all, or such portion as he shall
determine to be equitable, of the current un-
earned premium charges theretofore paid. The
Secretary shall prescribe such procedures as in
his judgment are necessary to secure to veterans
of World War II, and their immediate families,
and to hardship cases as defined by the Sec-
retary, preference or priority of opportunity to
purchase or rent properties covered by mort-
gages insured under this subchapter.

(d) Conclusiveness of insurance contract as to
eligibility

Any contract of insurance heretofore or here-
after executed by the Secretary under this sub-
chapter shall be conclusive evidence of the eligi-
bility of the mortgage for insurance, and the va-
lidity of any contract of insurance so executed
shall be incontestable in the hands of an ap-
proved mortgagee from the date of the execution
of such contract, except for fraud or misrepre-
sentation on the part of such approved mortga-
gee.

(June 27, 1934, ch. 847, title VI, § 603, as added
Mar. 28, 1941, ch. 31, § 1, 55 Stat. 56; amended
Sept. 2, 1941, ch. 410, 55, Stat. 686; May 26, 1942,
ch. 319, §§ 1–4, 14(b), 56 Stat. 301, 305; Mar. 23, 1943,
ch. 21, § 1, 57 Stat. 42; Oct. 15, 1943, ch. 259, § 1, 57
Stat. 571; June 30, 1944, ch. 334, 58 Stat. 648; Mar.
31, 1945, ch. 48, § 1, 59 Stat. 47; May 22, 1946, ch.
268, § 10(a)–(d), 60 Stat. 212, 213; June 30, 1947, ch.
163, title I, § 2, 61 Stat. 193; Aug. 5, 1947, ch. 495,
§ 1, 61 Stat. 777; Dec. 27, 1947, ch. 525, § 1, 61 Stat.
945; Mar. 31, 1948, ch. 165, § 1(a)–(c), 62 Stat. 101;
Aug. 10, 1948, ch. 832, title I, § 101(a), (k)(2), 62
Stat. 1268, 1273; Mar. 30, 1949, ch. 42, title III,
§ 304, 63 Stat. 29; July 15, 1949, ch. 338, title II,
§ 201(3), 63 Stat. 421; Aug. 30, 1949, ch. 524, 63 Stat.
681; Oct. 25, 1949, ch. 729, § 1(4), 63 Stat. 905; Apr.
20, 1950, ch. 94, title I, §§ 119, 122, 64 Stat. 57, 59;
Pub. L. 90–19, § 1(a)(1), (3), (4), (n), May 25, 1967,
81 Stat. 17, 19.)

AMENDMENTS

1967—Pub. L. 90–19, § 1(a)(3), substituted ‘‘Secretary’’
for ‘‘Commissioner’’ wherever appearing in subsecs. (a),
(b)(1), (2), (b)(2)(D), (b)(3), (4), (6), (7), (c), and (d).

Subsec. (a). Pub. L. 90–19, § 1(a)(1), (n), substituted
‘‘Department of Housing and Urban Development’’ for
‘‘Federal Housing Administration’’ and ‘‘by’’ for ‘‘in
any field office of’’ after ‘‘received’’, in third par., re-
spectively.
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Subsec. (b)(2). Pub. L. 90–19, § 1(a)(4), substituted
‘‘Secretary’s’’ for ‘‘Commissioner’s’’ wherever appear-
ing.

1950—Act Apr. 20, 1950, § 122, substituted ‘‘Commis-
sioner’’ for ‘‘Administrator’’ wherever appearing.

Subsec. (a). Act Apr. 20, 1950, § 119, added last two
pars.

1949—Subsec. (a). Joint Res. Oct. 25, 1949, substituted
‘‘$6,150,000,000’’ for ‘‘$5,750,000,000’’ and ‘‘$6,650,000,000’’
for ‘‘$6,150,000,000’’ in first proviso, and extended sec-
tion to ‘‘March 1, 1950’’ by substituting the same for
‘‘October 31, 1949’’ in second proviso.

Act Aug. 30, 1949, extended section from ‘‘August 31,
1949’’ to ‘‘October 31, 1949’’.

Act July 15, 1949, extended section from ‘‘June 30,
1949’’ to ‘‘August 31, 1949’’.

Act Mar. 30, 1949, extended section from ‘‘March 30,
1949’’ to ‘‘June 30, 1949’’.

1948—Subsec. (a). Act Aug. 10, 1948, struck out
‘‘$5,350,000,000’’ and inserted in lieu thereof
‘‘$5,750,000,000 except that with the approval of the
President such aggregate amount may be increased to
not to exceed $6,150,000,000’’, and struck out the second
proviso and inserted in lieu thereof the present second
proviso.

Act Mar. 31, 1948, increased the insurance authoriza-
tion from $4,950,000,000 to $5,350,000,000, and provided for
an extension from Mar. 31, 1948, to Apr. 30, 1948.

Subsec. (b)(2). Act Mar. 31, 1948, changed the emer-
gency necessary current-cost formula to the appraised-
value formula.

Subsec. (c). Act Aug. 10, 1948, struck out of next to
last sentence ‘‘and a mortgage on the same property is
accepted for insurance at the time of such payment’’.

1947—Subsec. (a). Act Dec. 27, 1947, increased the
mortgage obligation from $4,000,000,000 to $4,450,000,000,
and increased the amount of obligation from
$4,200,000,000 to $4,950,000,000 with the President’s ap-
proval.

Act Aug. 5, 1947, increased mortgage obligation from
$2,800,000,000 to $4,000,000,000 and the amount of obliga-
tion from $3,800,000,000 to $4,200,000,000 with the Presi-
dent’s approval.

Act June 30, 1947, extended limitation dates in second
proviso from June 30, 1947, to Mar. 31, 1948.

1946—Subsec. (a). Act May 22, 1946, amended provi-
sions generally, and among other changes, increased
the mortgage obligation from $1,800,000,000 to
$2,800,000,000, and extended the limitation date from
July 1, 1946, to June 30, 1947.

Subsec. (b)(2). Act May 22, 1946, amended provisions
generally, and among other changes, inserted proviso.

Subsec. (b)(5). Act May 22, 1946, lowered interest rate
from 5 to 4 per centum and struck out provision allow-
ing Administrator to increase the rate in certain cases.

Subsec. (c). Act May 22, 1946, substituted ‘‘shortage of
housing’’ for ‘‘emergency’’ in third sentence and
amended last sentence.

1945—Subsec. (a). Act Mar. 31, 1945, increased the
limit of obligations from $1,700,000,000 to $1,800,000,000
and extended the limitation date from 1945 to 1946.

1944—Subsec. (a). Act June 30, 1944, substituted
‘‘$1,700,000,000’’ for ‘‘$1,600,000,000’’ and inserted the pro-
vision contained in cl. (B).

1943—Subsec. (a). Act Oct. 15, 1943, substituted
‘‘$1,600,000,000’’ for ‘‘$1,200,000,000’’ and ‘‘July 1, 1945’’ for
‘‘July 1, 1944’’.

Act Mar. 23, 1943, substituted ‘‘$1,200,000,000’’ for
‘‘$800,000,000’’ and ‘‘July 1, 1944’’ for ‘‘July 1, 1943’’.

1942—Act May 21, 1942, § 14(b), substituted ‘‘War’’ and
‘‘war’’ for ‘‘Defense’’ and ‘‘defense’’ wherever occurring.

Subsec. (a). Act May 26, 1942, § 1, substituted
‘‘$800,000,000’’ for ‘‘$300,000,000’’, among other changes.

Subsec. (b)(2). Act May 26, 1942, § 2, increased limita-
tions on amount of obligations.

Subsec. (b)(3). Act May 26, 1942, § 3, substituted ‘‘twen-
ty-five’’ for ‘‘twenty’’.

Subsec. (c). Act May 26, 1942, § 4, amended subsec. (c).
1941—Subsec. (a). Act Sept. 2, 1941, substituted

‘‘$300,000,000’’ for ‘‘$100,000,000’’.

EFFECTIVE DATE OF 1949 AMENDMENT

Amendment by act July 15, 1949, effective June 30,
1949, see section 202 of that act, set out as a note under
section 1703 of this title.

INFLATION SAFEGUARDS

Section 2 of act Dec. 27, 1947, provided: ‘‘Title VI of
the National Housing Act, as amended [this sub-
chapter], shall be employed to assist in maintaining a
high volume of new residential construction without
supporting unnecessary or artificial costs. In estimat-
ing necessary current cost for the purposes of said title,
the Federal Housing Commissioner shall therefore use
every feasible means to assure that such estimates will
approximate as closely as possible the actual costs of
efficient building operations.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1739, 1743, 1744,
1745 of this title; title 5 sections 551, 701.

§ 1739. Mortgage insurance benefits

(a) Conveyance and assignment by mortgagee
after foreclosure; debentures and certificates
of claim; cost of foreclosure

In any case in which the mortgagee under a
mortgage insured under section 1738 of this title
shall have foreclosed and taken possession of the
mortgaged property, in accordance with regula-
tions of, and within a period to be determined
by, the Secretary, or shall, with the consent of
the Secretary, have otherwise acquired such
property from the mortgagor after default, the
mortgagee shall be entitled to receive the bene-
fit of the insurance as hereinafter provided,
upon (1) the prompt conveyance to the Sec-
retary of title to the property which meets the
requirements of rules and regulations of the
Secretary in force at the time the mortgage was
insured, and which is evidenced in the manner
prescribed by such rules and regulations; and (2)
the assignment to him of all claims of the mort-
gagee against the mortgagor or others, arising
out of the mortgage transaction or foreclosure
proceedings, except such claims as may have
been released with the consent of the Secretary.
Upon such conveyance and assignment the obli-
gation of the mortgagee to pay the premium
charges for insurance shall cease and the Sec-
retary shall, subject to the cash adjustment
hereinafter provided, issue to the mortgagee de-
bentures having a total face value equal to the
value of the mortgage and a certificate of claim,
as hereinafter provided. For the purposes of this
subsection, the value of the mortgage shall be
determined, in accordance with rules and regu-
lations prescribed by the Secretary, by adding
to the amount of the original principal obliga-
tion of the mortgage which was unpaid on the
date of the institution of foreclosure proceed-
ings, or on the date of the acquisition of the
property after default other than by foreclosure,
the amount of all payments which have been
made by the mortgagee for taxes, ground rents,
and water rates, which are liens prior to the
mortgage, special assessments which are noted
on the application for insurance or which be-
come liens after the insurance of the mortgage,
insurance of the mortgaged property, and any
mortgage insurance premiums and by deducting
from such total amount any amount received on
account of the mortgage after either of such
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dates, and any amount received as rent or other
income from the property, less reasonable ex-
penses incurred in handling the property, after
either of such dates: Provided, That with respect
to mortgages which are foreclosed before there
shall have been paid on account of the principal
obligation of the mortgage a sum equal to 10 per
centum of the appraised value of the property as
of the date the mortgage was accepted for insur-
ance, there may be included in the debentures
issued by the Secretary, on account of the cost
of foreclosure (or of acquiring the property by
other means) actually paid by the mortgagee
and approved by the Secretary an amount—

(1) not in excess of 2 per centum of the un-
paid principal of the mortgage as of the date
of the institution of foreclosure proceedings
and not in excess of $75; or

(2) not in excess of two-thirds of such cost,
whichever is the greater: Provided further,
That with respect to any debentures issued on
or after September 2, 1964, the Secretary may,
with the consent of the mortgagee (in lieu of
issuing a certificate of claim as provided in
subsection (e) of this section), include in de-
bentures, in addition to amounts otherwise al-
lowed for such costs, an amount not to exceed
one-third of the total foreclosure, acquisition,
and conveyance costs actually paid by the
mortgagee and approved by the Secretary, but
in no event may the total allowance for such
costs exceed the amount actually paid by the
mortgagee: And provided further, That with re-
spect to mortgages to which the provisions of
sections 532 and 536 of the Appendix to title 50
apply and which are insured under section 1738
of this title and subject to such regulations
and conditions as the Secretary may pre-
scribe, there shall be included in the deben-
tures an amount which the Secretary finds to
be sufficient to compensate the mortgagee for
any loss which it may have sustained on ac-
count of interest on debentures and the pay-
ment of insurance premiums by reason of its
having postponed the institution of fore-
closure proceedings or the acquisition of the
property by other means during any part or all
of the period of such military service and
three months thereafter.

(b) Consent to release of mortgagee or property
The Secretary may at any time, under such

terms and conditions as he may prescribe, con-
sent to the release of the mortgagor from his li-
ability under the mortgage or the credit instru-
ment secured thereby, or consent to the release
of parts of the mortgaged property from the lien
of the mortgage: Provided, That the mortgagor
shall not be released from such liability in any
case until the Secretary is satisfied that the
mortgaged property has been sold to a purchaser
satisfactory to the Secretary, and that such pur-
chaser has paid on account of the purchase
price, in cash or its equivalent, at least 10 per
centum of the Secretary’s estimate of the value
as of the date the mortgage is accepted for in-
surance.
(c) Debentures; form and denomination

Debentures issued under this subchapter shall
be in such form and denominations in multiples
of $50, shall be subject to such terms and condi-

tions, and shall include such provisions for re-
demption, if any, as may be prescribed by the
Secretary with the approval of the Secretary of
the Treasury, and may be in coupon or reg-
istered form. Any difference between the value
of the mortgage determined as herein provided
and the aggregate face value of the debentures
issued, not to exceed $350, shall be adjusted by
the payment of cash by the Secretary to the
mortgagee from the General Insurance Fund.

(d) Debentures; execution; negotiability; terms;
tax exemptions

The debenture issued under this section to any
mortgagee shall be executed in the name of the
General Insurance Fund as obligor, shall be
signed by the Secretary by either his written or
engraved signature, and shall be negotiable. All
such debentures shall be dated as of the date
foreclosure proceedings were instituted, or the
property was otherwise acquired by the mortga-
gee after default, except that debentures issued
pursuant to claims for insurance filed on or
after September 2, 1964, shall be dated as of the
date of default or as of such later date as the
Secretary, in his discretion, may establish by
regulation. The debentures shall bear interest
from such date at a rate determined by the Sec-
retary, with the approval of the Secretary of the
Treasury, at the time the mortgage was accept-
ed for insurance, but not to exceed 3 per centum
per annum, payable semiannually on the 1st day
of January and the 1st day of July of each year.
Such debentures as are issued in exchange for
property covered by mortgages accepted for in-
surance under this section on or after May 26,
1942, shall mature ten years after the date there-
of. Such debentures as are issued in exchange for
property covered by mortgages accepted for in-
surance under this section prior to May 26, 1942,
shall mature three years after the 1st day of
July following the maturity date of the mort-
gage on the property in exchange for which the
debentures were issued: Provided, That any
mortgagee entitled to receive such debentures
may elect to receive in lieu thereof debentures
which shall mature ten years after the date
thereof. Such debentures shall be exempt, both
as to principal and interest, from all taxation
(except surtaxes, estate, inheritance, and gift
taxes) now or hereafter imposed by any Terri-
tory, dependency, or possession of the United
States, or by the District of Columbia, or by any
State, county, municipality, or local taxing au-
thority, and shall be paid out of the General In-
surance Fund, which shall be primarily liable
therefor, and they shall be fully and uncondi-
tionally guaranteed as to principal and interest
by the United States, and such guaranty shall be
expressed on the face of the debentures. In the
event that the General Insurance Fund fails to
pay upon demand, when due, the principal of or
interest on any debentures issued under this
subchapter, the Secretary of the Treasury shall
pay to the holders the amount thereof which is
authorized to be appropriated, out of any money
in the Treasury not otherwise appropriated, and
thereupon to the extent of the amount so paid
the Secretary of the Treasury shall succeed to
all the rights of the holders of such debentures.
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(e) Certificate of claim
The certificate of claim issued by the Sec-

retary to any mortgagee shall be for an amount
which the Secretary determines to be sufficient,
when added to the face value of the debentures
issued and the cash adjustment paid to the
mortgagee, to equal the amount which the
mortgagee would have received if, at the time of
the conveyance to the Secretary of the property
covered by the mortgage, the mortgagor had re-
deemed the property and paid in full all obliga-
tions under the mortgage and a reasonable
amount for necessary expenses incurred by the
mortgagee in connection with the foreclosure
proceedings, or the acquisition of the mortgaged
property otherwise, and the conveyance thereof
to the Secretary. Each such certificate of claim
shall provide that there shall accrue to the hold-
er of such certificate with respect to the face
amount of such certificate, an increment at the
rate of 3 per centum per annum which shall not
be compounded. The amount to which the holder
of any such certificate shall be entitled shall be
determined as provided in subsection (f) of this
section.
(f) Division of excess proceeds

(1) If, after deducting (in such manner and
amount as the Secretary shall determine to be
equitable and in accordance with sound account-
ing practice) the expenses incurred by the Sec-
retary, the net amount realized from any prop-
erty conveyed to the Secretary under this sec-
tion and the claims assigned therewith exceed
the face value of the debentures issued and the
cash paid in exchange for such property plus all
interest paid on such debentures, such excess
shall be divided as follows:

(i) If such excess is greater than the total
amount payable under the certificate of claim
issued in connection with such property, the
Secretary shall pay to the holder of such cer-
tificate the full amount so payable, and any
excess remaining thereafter shall be paid to
the mortgagor of such property: Provided, That
on and after September 2, 1964, any excess re-
maining after payment to the holder of the
full amount of the certificate of claim shall be
retained by the Secretary and credited to the
General Insurance Fund; and

(ii) If such excess is equal to or less than the
total amount payable under such certificate of
claim, the Secretary shall pay to the holder of
such certificate the full amount of such ex-
cess.

(2) Notwithstanding any other provisions of
this section, the Secretary is authorized, with
the consent of the mortgagee or mortgagor, as
the case may be, to effect the settlement of cer-
tificates of claim and refunds at any time after
the sale or transfer of title to the property con-
veyed to the Secretary under this section and
without awaiting the final liquidation of such
property for the purpose of determining the net
amount to be realized therefrom: Provided, That
the settlement authority created by the Housing
Amendments of 1955 shall be terminated with re-
spect to any certificate of claim outstanding as
of September 2, 1964.

(3) With the consent of the holder thereof, the
Secretary is authorized to settle, without await-

ing the final liquidation of the Secretary’s inter-
est in the property, any certificate of claim is-
sued pursuant to subsection (e) of this section,
with respect to which a settlement had not been
effected prior to September 2, 1964, by making
payment in cash to the holder thereof of such
amount, not exceeding the face amount of the
certificate of claim, together with the accrued
interest increment thereon, as the Secretary
may consider appropriate: Provided, That in any
case where the certificate of claim is settled in
accordance with the provisions of this para-
graph, any amounts realized after September 2,
1964, in the liquidation of the Secretary’s inter-
est in the property, shall be retained by the Sec-
retary and credited to the applicable insurance
fund.
(g) Handling and disposal of property; settlement

of claims
Notwithstanding any other provision of law

relating to the acquisition, handling, or disposal
of real property by the United States, the Sec-
retary shall have power to deal with, complete,
rent, renovate, modernize, insure, make con-
tracts or establish suitable agencies for the
management of, or sell for cash or credit, in his
discretion, any properties conveyed to him in
exchange for debentures and certificates of
claim as provided in this subchapter; and not-
withstanding any other provision of law, the
Secretary shall also have power to pursue to
final collection, by way of compromise or other-
wise, all claims against mortgagors assigned by
mortgagees to the Secretary as provided in this
subchapter, except that no suit or action shall
be commenced by the Secretary against any
such mortgagor on account of any claim so as-
signed with respect to mortgages insured under
section 1738 of this title unless such suit or ac-
tion is commenced within six months after the
assignment of such claim to the Secretary, or
within six months after the last payment was
made to the Secretary with respect to the claim
so assigned, whichever is later: Provided, That
section 5 of title 41 shall not be construed to
apply to any contract for hazard insurance, or to
any purchase or contract for services or supplies
on account of such property if the amount there-
of does not exceed $1,000. The power to convey
and to execute in the name of the Secretary
deeds of conveyances, deeds of release, assign-
ments, and satisfactions of mortgages, and any
other written instrument relating to real prop-
erty or any interest therein heretofore or here-
after acquired by the Secretary pursuant to the
provisions of this chapter, may be exercised by
an officer appointed by him, without the execu-
tion of any express delegation of power or power
of attorney: Provided, That nothing in this sub-
section shall be construed to prevent the Sec-
retary from delegating such power by order or
by power of attorney in his discretion, to any of-
ficer, agent, or employee he may appoint.
(h) Mortgagor�s or mortgagee�s interest in prop-

erty or claim conveyed
No mortgagee or mortgagor shall have and no

certificate of claim shall be construed to give to
any mortgagee or mortgagor, any right or inter-
est in any property conveyed to the Secretary or
in any claim assigned to him; nor shall the Sec-
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retary owe any duty to any mortgagee or mort-
gagor with respect to the handling or disposal of
any such property or the collection of any such
claim.

(June 27, 1934, ch. 847, title VI, § 604, as added
Mar. 28, 1941, ch. 31, § 1, 55 Stat. 58; amended May
26, 1942, ch. 319, §§ 5–8, 14(b), 56 Stat. 302, 305; Oct.
14, 1943, ch. 258, § 2, 57 Stat. 570; May 22, 1946, ch.
268, § 10(e), 60 Stat. 213; Mar. 31, 1948, ch. 165,
§ 1(d), 62 Stat. 101; Apr. 20, 1950, ch. 94, title I,
§ 122, 64 Stat. 59; Aug. 11, 1955, ch. 783, title I,
§ 104, 69 Stat. 637; Pub. L. 88–560, title I, § 105(d),
(f), Sept. 2, 1964, 78 Stat. 772, 774; Pub. L. 89–117,
title XI, § 1108(p), Aug. 10, 1965, 79 Stat. 506; Pub.
L. 90–19, § 1(a)(3), (4), (d), May 25, 1967, 81 Stat. 17,
18.)

REFERENCES IN TEXT

The General Insurance Fund, referred to in text, was
established by section 1735c of this title.

The Housing Amendments of 1955, referred to in sub-
sec. (f)(2), is act Aug. 11, 1955, ch. 783, 69 Stat. 635, as
amended. For complete classification of this Act to the
Code, see Short Title of 1955 Amendments note set out
under section 1701 of this title and Tables.

AMENDMENTS

1967—Pub. L. 90–19, § 1(a)(3), substituted ‘‘Secretary’’
for ‘‘Commissioner’’ wherever appearing in subsecs. (a),
(a)(2), (b) to (e), (f)(1), (f)(1)(i), (ii), (f)(2), (3), (g), and (h).

Pub. L. 90–19, § 1(a)(4), substituted ‘‘Secretary’s’’ for
‘‘Commissioner’s’’ wherever appearing in subsecs. (b)
and (f)(3) of this section.

Subsec. (g). Pub. L. 90–19, § 1(d), substituted ‘‘an offi-
cer’’ for ‘‘the Commissioner or by any Assistant Com-
missioner’’.

1965—Subsecs. (c), (d), (f)(1)(i). Pub. L. 89–117 sub-
stituted ‘‘General Insurance Fund’’ for ‘‘War Housing
Insurance Fund’’.

1964—Subsec. (a). Pub. L. 88–560, § 105(d)(1), (f), in-
serted ‘‘Provided further, That with respect to any de-
bentures issued on or after September 2, 1964, the Com-
missioner may, with the consent of the mortgagee (in
lieu of issuing a certificate of claim as provided in sub-
section (e)), include in debentures, in addition to
amounts otherwise allowed for such costs, an amount
not to exceed one-third of the total foreclosure, acqui-
sition, and conveyance costs actually paid by the mort-
gagee and approved by the Commissioner, but in no
event may the total allowance for such costs exceed the
amount actually paid by the mortgagee:’’ and struck
out of third sentence ‘‘paid after either of such dates’’
after ‘‘mortgage insurance premiums’’, respectively.

Subsec. (c). Pub. L. 88–560, § 105(d)(2), increased limi-
tation on difference between value of mortgage and ag-
gregate face value of debentures issued from $50 to $350.

Subsec. (d). Pub. L. 88–560, § 105(d)(3), substituted in
second sentence ‘‘default, except that debentures issued
pursuant to claims for insurance filed on or after Sep-
tember 2, 1964, shall be dated as of the date of default
or as of such later date as the Commissioner, in his dis-
cretion, may establish by regulation. The debentures’’
for ‘‘default, and’’.

Subsec. (f). Pub. L. 88–560, § 105(d)(4)–(8), designated
introductory par. as par. (1) and substituted ‘‘If, after
deducting (in such manner and amount as the Commis-
sioner shall determine to be equitable and in accord-
ance with sound accounting practice) the expenses in-
curred by the Commissioner, the net amount realized
from any property conveyed to the Commissioner under
this section and the claims assigned therewith exceed
the face value’’ for ‘‘If the net amount realized from
any property conveyed to the Commissioner under this
section and the claims assigned therewith, after de-
ducting all expenses incurred by the Commissioner in
handling, dealing with, and disposing of such property
and in collecting such claims, exceeds the face value’’;

redesignated former par. (1) as (i) and substituted
‘‘property: Provided, That on and after September 2,
1964, any excess remaining after payment to the holder
of the full amount of the certificate of claim shall be
retained by the Commissioner and credited to the War
Housing Insurance Fund; and’’ for ‘‘property; and’’; re-
designated former par. (2) as (ii); designated concluding
par. as par. (2) and inserted proviso; and added par. (3),
respectively.

1955—Subsec. (f). Act Aug. 11, 1955, authorized the
Commissioner to effect the settlement of certificates of
claim and refunds at any time after the sale or transfer
of title to the property.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’ wherever appearing.

1948—Subsec. (b). Act Mar. 31, 1948, substituted
‘‘value’’ for ‘‘necessary current cost’’.

1946—Subsec. (b). Act May 22, 1946, substituted ‘‘Ad-
ministrator’s estimate of the necessary current cost’’
after ‘‘10 per centum of the’’ for ‘‘appraised value of
such property as determined by the Administrator’’.

1943—Subsec. (a). Act Oct. 14, 1943, inserted proviso
dealing with losses due to nonforeclosure of mortgages
to last sentence.

1942—Act May 26, 1942, § 14(b), substituted ‘‘War’’ and
‘‘war’’ for ‘‘Defense’’ and ‘‘defense’’ wherever occurring.

Subsec. (a). Act May 26, 1942, § 5, substituted ‘‘section
1738 of this title’’ for ‘‘this subchapter’’.

Subsec. (c). Act May 26, 1942, § 6, substituted ‘‘sub-
chapter’’ for ‘‘section’’.

Subsec. (d). Act May 26, 1942, § 7, amended subsec. (d).
Subsec. (g). Act May 26, 1942, § 8, substituted ‘‘sub-

chapter’’ for ‘‘section’’ and inserted ‘‘with respect to
mortgages insured under section 1738 of this title’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1743, 1744, 1746,
1748b of this title; title 5 sections 551, 701.

§ 1740. Repealed. Pub. L. 89�117, title XI,
§ 1108(aa), Aug. 10, 1965, 79 Stat. 507

Section, act June 27, 1934, ch. 847, title VI, § 605, as
added Mar. 28, 1941, ch. 31, § 1, 55 Stat. 61; amended May
26, 1942, ch. 319, §§ 9, 14(b), 56 Stat. 303, 305; 1947 Reorg.
Plan No. 3, § 3, eff. July 27, 1947, 12 F.R. 4981, 61 Stat.
954; Apr. 20, 1950, ch. 94, title I, § 122, 64 Stat. 59, pro-
vided for disposition and investment of surplus money
in the War Housing Insurance Fund and for credit and
payment of charges and fees.

§ 1741. State taxation of realty held by Secretary

Nothing in this subchapter shall be construed
to exempt any real property acquired and held
by the Secretary under this subchapter from
taxation by any State or political subdivision
thereof, to the same extent, according to its
value, as other real property is taxed.

(June 27, 1934, ch. 847, title VI, § 606, as added
Mar. 28, 1941, ch. 31, § 1, 55 Stat. 61; amended Apr.
20, 1950, ch. 94, title I, § 122, 64 Stat. 59; Pub. L.
90–19, § 1(a)(3), May 25, 1967, 81 Stat. 17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’.

§ 1742. Rules and regulations

The Secretary is authorized and directed to
make such rules and regulations as may be nec-
essary to carry out the provisions of this sub-
chapter.

(June 27, 1934, ch. 847, title VI, § 607, as added
Mar. 28, 1941, ch. 31, § 1, 55 Stat. 61; amended Apr.
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20, 1950, ch. 94, title I, § 122, 64 Stat. 59; Pub. L.
90–19, § 1(a)(3), May 25, 1967, 81 Stat. 17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’.

§ 1743. Insurance of mortgages

(a) Additional authorization; advances during
construction

In addition to mortgages insured under sec-
tion 1738 of this title, the Secretary is author-
ized to insure mortgages as defined in section
1736 of this title (including advances on such
mortgages during construction) which are eligi-
ble for insurance as hereinafter provided.
(b) Eligibility requirements

To be eligible for insurance under this section
a mortgage shall meet the following conditions:

(1) The mortgaged property shall be held by
a mortgagor approved by the Secretary. The
Secretary may, in his discretion, require such
mortgagor to be regulated or restricted as to
rents or sales, charges, capital structure, rate
of return, and methods of operation. The Sec-
retary may make such contracts with, and ac-
quire for not to exceed $100 stock or interest in
any such mortgagor, as the Secretary may
deem necessary to render effective such re-
striction or regulation. Such stock or interest
shall be paid for out of the General Insurance
Fund, and shall be redeemed by the mortgagor
at par upon the termination of all obligations
of the Secretary under the insurance.

(2) Preference or priority of opportunity in
the occupancy of the mortgaged property for
veterans of World War II and their immediate
families, and for hardship cases as defined by
the Secretary, shall be provided under such
regulations and procedures as may be pre-
scribed by the Secretary.

(3) The mortgage shall involve a principal
obligation in an amount—

(A) not to exceed $5,000,000; and
(B) not to exceed 90 per centum of the

amount which the Secretary estimates will
be the necessary current cost of the com-
pleted property or project, including the
land; the proposed physical improvements;
utilities within the boundaries of the prop-
erty or project; architects’ fees; taxes and
interest accruing during construction; and
other miscellaneous charges incidental to
construction and approved by the Secretary:
Provided, That such mortgage shall not in
any event exceed the amount which the Sec-
retary estimates will be the cost of the com-
pleted physical improvements on the prop-
erty or project, exclusive of off-site public
utilities and streets, and organization and
legal expenses: And provided further, That
the principal obligation of the mortgage
shall not, in any event, exceed 90 per centum
of the Secretary’s estimate of the replace-
ment cost of the property or project on the
basis of the costs prevailing on December 31,
1947, for properties or projects of comparable
quality in the locality where such property
or project is to be located; and

(C) not to exceed $8,100 per family unit for
such part of such property or project as may
be attributable to dwelling use.

The mortgage shall provide for complete amor-
tization by periodic payment within such term
as the Secretary shall prescribe, and shall bear
interest (exclusive of premium charges for insur-
ance) at not to exceed 41⁄2 per centum per annum
on the amount of the principal obligation out-
standing at any time. The Secretary may con-
sent to the release of a part or parts of the mort-
gaged property from the lien of the mortgage
upon such terms and conditions as he may pre-
scribe and the mortgage may provide for such
release.
(c) Payments; default; insurance benefits for

mortgagee; value of mortgage; foreclosure of
mortgage

The failure of the mortgagor to make any pay-
ment due under or provided to be paid by the
terms of a mortgage insured under this section
shall be considered a default under such mort-
gage, and if such default continues for a period
of thirty days, the mortgagee shall be entitled
to receive the benefits of the insurance as here-
inafter provided, upon assignment, transfer, and
delivery to the Secretary, within a period and in
accordance with rules and regulations to be pre-
scribed by the Secretary of (1) all rights and in-
terests arising under the mortgage so in default;
(2) all claims of the mortgagee against the mort-
gagors or others, arising out of the mortgage
transaction; (3) all policies of title or other in-
surance or surety bonds or other guaranties and
any and all claims thereunder; (4) any balance of
the mortgage loan not advanced to the mortga-
gor; (5) any cash or property held by the mortga-
gee, or to which it is entitled, as deposits made
for the account of the mortgagor and which have
not been applied in reduction of the principal of
the mortgage indebtedness; and (6) all records,
documents, books, papers, and accounts relating
to the mortgage transaction. Upon such assign-
ment, transfer, and delivery the obligation of
the mortgagee to pay the premium charges for
mortgage insurance shall cease, and the Sec-
retary shall, subject to the cash adjustment pro-
vided for in section 1739(c) of this title, issue to
the mortgagee debentures having a total face
value equal to the value of the mortgage, and a
certificate of claim as hereinafter provided. For
the purposes of this subsection, the value of the
mortgage shall be determined in accordance
with rules and regulations prescribed by the
Secretary, by adding to the amount of the origi-
nal principal obligation of the mortgage which
was unpaid on the date of default, the amount
the mortgagee may have paid for (A) taxes, spe-
cial assessments, and water rates, which are
liens prior to the mortgage; (B) insurance on the
property; and (C) reasonable expenses for the
completion and preservation of the property and
any mortgage insurance premiums paid after de-
fault; less the sum of (i) an amount equivalent
to 1 per centum of the unpaid amount of such
principal obligation on the date of default; (ii)
any amount received on account of the mort-
gage after such date; and (iii) any net income re-
ceived by the mortgagee from the property after
such date: Provided, That the mortgagee in the
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event of a default under the mortgage may, at
its option and in accordance with regulations of,
and in a period to be determined by the Sec-
retary, proceed to foreclose on and obtain pos-
session of or otherwise acquire such property
from the mortgagor after default, and receive
the benefits of the insurance as herein provided,
upon (1) the prompt conveyance to the Sec-
retary of title to the property which meets the
requirements of the rules and regulations of the
Secretary in force at the time the mortgage was
insured, and which is evidenced in the manner
prescribed by such rules and regulations; and (2)
the assignment to him of all claims of the mort-
gagee against the mortgagor or others, arising
out of the mortgage transaction or foreclosure
proceedings, except such claims that may have
been released with the consent of the Secretary.
Upon such conveyance and assignment, the obli-
gation of the mortgagee to pay the premium
charges for insurance shall cease and the mort-
gagee shall be entitled to receive the benefits of
the insurance as provided in this subsection, ex-
cept that in such event the 1 per centum deduc-
tion, set out in (i) hereof, shall not apply.
(d) Certificates of claim; amount

The certificate of claim issued by the Sec-
retary to any mortgagee in connection with the
insurance of mortgages under this section shall
be for an amount determined in accordance with
subsections (e) and (f) of section 1739 of this
title, except that any amount remaining after
the payment of the full amount under the cer-
tificate of claim shall be retained by the Sec-
retary and credited to the General Insurance
Fund.
(e) Debentures; date of issuance; interest

Debentures issued under this section shall be
issued in accordance with the provisions of sec-
tion 1739 (d) of this title except that such deben-
tures shall be dated as of the date of default as
determined in subsection (c) of this section, and
shall bear interest from such date.
(f) Applicability of other provisions

The provisions of section 1713(k) of this title
shall be applicable to mortgages insured under
this section, except that, as applied to such
mortgages, the reference therein to subsection
(g) shall be construed to refer to subsection (c)
of this section.
(g) Mortgages in connection with sale of prop-

erty under subchapter I, II, VIII, or X of this
chapter

The Secretary shall also have power to insure
under this subchapter or subchapter I, II, VIII,
or X of this chapter any mortgage executed in
connection with the sale by him of any property
acquired under any of such subchapters without
regard to limitations upon eligibility, time, or
aggregate amount contained therein.

(June 27, 1934, ch. 847, title VI, § 608, as added
May 26, 1942, ch. 319, § 11, 56 Stat. 303; amended
Mar. 31, 1945, ch. 48, § 2, 59 Stat. 47; May 22, 1946,
ch. 268, § 10(f), (g), 60 Stat. 214; Aug. 10, 1948, ch.
832, title I, § 101(b), (c), 62 Stat. 1269; Apr. 20, 1950,
ch. 94, title I, § 122, 64 Stat. 59; Sept. 1, 1951, ch.
378, title II, § 206, 65 Stat. 303; Pub. L. 89–117, title
XI, § 1108(q), Aug. 10, 1965, 79 Stat. 506; Pub. L.
90–19, § 1(a)(3), (4), May 25, 1967, 81 Stat. 17.)

REFERENCES IN TEXT

The General Insurance Fund, referred to in subsecs.
(b) and (d), was established by section 1735c of this
title.

AMENDMENTS

1967—Pub. L. 90–19, § 1(a)(3), substituted ‘‘Secretary’’
for ‘‘Commissioner’’ wherever appearing in subsecs. (a),
(b)(1), (2), (3)(B), following (C), (c), (d), and (g).

Subsec. (b)(3)(B). Pub. L. 90–19, § 1(a)(4), substituted
‘‘Secretary’s’’ for ‘‘Commissioner’s’’.

1965—Subsecs. (b)(1), (d). Pub. L. 89–117, § 1108(q)(1),
substituted ‘‘General Insurance Fund’’ for ‘‘War Hous-
ing Insurance Fund’’.

Subsec. (f). Pub. L. 89–117, § 1108(q)(2), struck out pro-
visions that, as applied to mortgages insured under this
section, all references in section 1713(k) of this title to
the ‘‘Housing Fund’’ shall be construed to refer to the
‘‘War Housing Insurance Fund’’.

1951—Subsec. (g). Act Sept. 1, 1951, inserted references
to subchapters I, VIII and X of this chapter.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’ wherever appearing.

1948—Subsec. (b). Act Aug. 10, 1948, inserted second
proviso in par. (3)(B), substituted ‘‘$8,100 per family
unit’’ for ‘‘$1,500 per room’’ and struck out proviso re-
lating to authority to increase ‘‘$1,500’’ to ‘‘$1,800’’ per
room.

1946—Subsec. (b)(2). Act May 22, 1946, substituted
‘‘Preference or priority of opportunity in the occu-
pancy of the mortgaged property for veterans of World
War II and their immediate families, and for hardship
cases as defined by the Administrator, shall be provided
under such regulations and procedures as may be pre-
scribed by the Administrator’’ for ‘‘The mortgaged
property shall be designed for rent for residential use
by warworkers’’.

Subsec. (b)(3). Act May 22, 1946, substituted ‘‘nec-
essary current cost’’ after ‘‘estimates will be the’’ for
‘‘reasonable replacement cost’’ in par. (B), and in-
creased mortgage per room from $1,350 to $1,500 and in-
serted proviso in par. (C).

Subsec. (c). Act May 22, 1946, inserted ‘‘and any mort-
gage insurance premiums paid after default’’ before
semicolon in cl. (C) of third sentence.

1945—Subsec. (g). Act Mar. 31, 1945, inserted provi-
sions empowering Commissioner to insure mortgages
without regard to any limitations upon time or aggre-
gate amount contained in this subchapter.

CONSTRUCTION OF ACT MAY 26, 1942, WITH EX. ORD. NO.
9070, CONSOLIDATING NATIONAL HOUSING AGENCY

Section 12 of act May 26, 1942, provided that nothing
contained in act May 26, 1942 [amending this sub-
chapter] shall be construed to supersede or be incon-
sistent with the provisions of Ex. Ord. No. 9070, Feb. 24,
1942.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1715c, 1731b,
1738, 1745, 1746, 1750g, 3702 of this title; title 5 sections
551, 701; title 42 section 1594a.

§ 1744. Insurance of loans for manufacture of
houses

(a) Relief of housing shortage; advances
In order to assist in relieving the acute short-

age of housing which now exists and to promote
the production of housing for veterans of World
War II at moderate prices or rentals within their
reasonable ability to pay, through the applica-
tion of modern industrial processes, the Sec-
retary is authorized to insure loans to finance
the manufacture of housing (including advances
on such loans) when such loans are eligible for
insurance as hereinafter provided.
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(b) Eligibility requirements
Loans for the manufacture of houses shall be

eligible for insurance under this section if at the
time of such insurance, the Secretary deter-
mines they meet the following conditions:

(1) The manufacturer shall establish that
binding purchase contracts have been executed
satisfactory to the Secretary providing for the
purchase and delivery of the houses to be man-
ufactured, which contracts shall provide for
the payment of the purchase price at such
time as may be agreed to by the parties there-
to, but, in no event, shall the purchase price
be payable on a date in excess of thirty days
after the date of delivery of such houses, un-
less not less than 20 per centum of such pur-
chase price is paid on or before the date of de-
livery and the lender has accepted and dis-
counted or has agreed to accept and discount,
pursuant to subsection (i) of this section a
promissory note or notes, executed by the pur-
chaser, representing the unpaid portion of
such purchase price, in which event such un-
paid portion of the purchase price may be pay-
able on a date not in excess of one hundred and
eighty days from the date of delivery of such
houses;

(2) Such houses to be manufactured shall
meet such requirements of sound quality, du-
rability, livability, and safety as may be pre-
scribed by the Secretary;

(3) The borrower shall establish to the satis-
faction of the Secretary that he has or will
have adequate plant facilities, sufficient cap-
ital funds, taking into account the loan ap-
plied for, and the experience necessary, to
achieve the required production schedule;

(4) The loan shall involve a principal obliga-
tion in an amount not to exceed 90 per centum
of the amount which the Secretary estimates
will be the necessary current cost, exclusive of
profit, of manufacturing the houses, which are
the subject of such purchase contracts as-
signed to secure the loan, less any sums paid
by the purchaser under said purchase con-
tracts prior to the assignment thereof. The
loan shall be secured by an assignment of the
aforesaid purchase contracts and of all sums
payable thereunder on or after the date of
such assignment, with the right in the as-
signee to proceed against such security in case
of default as provided in the assignment,
which assignment shall be in such form and
contain such terms and conditions, as may be
prescribed by the Secretary; and the Secretary
may require such other agreements and under-
takings to further secure the loan as he may
determine, including the right, in case of de-
fault or at any time necessary to protect the
lender, to compel delivery to the lender of any
houses then owned and in the possession of the
borrower. The loan shall have a maturity not
in excess of one year from the date of the note,
except that any such loan may be refinanced
and extended in accordance with such terms
and conditions as the Secretary may prescribe
for an additional term not to exceed one year,
and shall bear interest (exclusive of premium
charges for insurance) at not to exceed 4 per
centum per annum on the amount of the prin-
cipal obligation outstanding at any time.

(c) Release of security
The Secretary may consent to the release of a

part or parts of the property assigned or deliv-
ered as security for the loan, upon such terms
and conditions as he may prescribe and the secu-
rity documents may provide for such release.
(d) Payments; default; insurance benefits for

mortgagee; prerequisites; value of mortgage
The failure of the borrower to make any pay-

ment due under or provided to be paid by the
terms of a loan under this section, or the failure
to perform any other covenant or obligation
contained in any assignment, agreement, or
undertaking executed by the borrower in con-
nection with such loan, shall be considered as a
default under this section, and if such default
continues for a period of thirty days, the lender
shall be entitled to receive the benefits of the
insurance hereinafter provided upon assignment,
transfer, and delivery to the Secretary within a
period and in accordance with the rules and reg-
ulations prescribed by the Secretary of (1) all
rights and interest arising with respect to the
loan so in default; (2) all claims of the lender
against the borrower or others arising out of the
loan transaction; (3) any cash or property held
by the lender, or to which it is entitled, as de-
posits made for the account of the borrower and
which have not been applied in reduction of the
principal of the loan; and (4) all records, docu-
ments, books, papers, and accounts relating to
the loan transaction. Upon such assignment,
transfer, and delivery, the Secretary shall, sub-
ject to the cash adjustment provided for in sec-
tion 1739(c) of this title, issue to the lender de-
bentures having a face value equal to the unpaid
principal balance of the loan.
(e) Debentures; date of issuance; interest

Debentures issued under this section shall be
issued in accordance with the provisions of sec-
tion 1739(d) of this title except that such deben-
tures shall be dated as of the date of default as
determined in subsection (d) of this section and
shall bear interest from such date.
(f) Applicability of other provisions

The provisions of sections 1713(k) and 1738(a)
of this title shall be applicable to loans insured
under this section, except that as applied to
such loans (1) the reference in section 1713(k) of
this title to ‘‘subsection (g)’’ shall be construed
to refer to ‘‘subsection (d)’’ of this section; (2)
the references in section 1713(k) of this title to
insured mortgages shall be construed to refer to
the assignment or other security for loans in-
sured under this section; and (3) the references
in section 1738(a) of this title to a mortgage or
mortgages shall be construed to include a loan
or loans under this section. The provisions of
section 1738(d) of this title shall also be applica-
ble to loans insured under this section and the
reference in section 1738(d) of this title to a
mortgage shall be construed to include a loan or
loans with respect to which a contract of insur-
ance is issued pursuant to this section.
(g) Disposal of evidence of debt, contract, claim,

personal property, or security; collection or
compromise of obligations and rights

Notwithstanding any other provision of law,
the Secretary shall have the power to assign or
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sell at public or private sale, or otherwise dis-
pose of, any evidence of debt, contract, claim,
personal property, or security assigned to or
held by him in connection with the payment of
insurance heretofore or hereafter granted under
this section, and to collect or compromise all
obligations assigned to or held by him and all
legal or equitable rights accruing to him in con-
nection with the payment of such insurance
until such time as such obligations may be re-
ferred to the Attorney General for suit or collec-
tion.
(h) Premium charges; amount; manner of pay-

ment; application fees
The Secretary shall fix a premium charge for

the insurance granted under this section, but
such premium charge shall not exceed an
amount equivalent to 1 per centum of the origi-
nal principal of such loan, and such premium
charge shall be payable in advance by the finan-
cial institution and shall be paid at such time
and in such manner as may be prescribed by the
Secretary. In addition to the premium charge
herein provided for, the Secretary is authorized
to charge and collect such amounts as he may
deem reasonable for examining and processing
applications for the insurance of loans under
this section, including such additional inspec-
tions as the Secretary may deem necessary.
(i) Insurance for accepting and discounting

promissory notes; contract provisions; de-
fault in payments; remedies; debentures; in-
terest; premium charges

(1) In addition to the insurance of the prin-
cipal loan to finance the manufacture of hous-
ing, as provided in this section, and in order to
provide short-term financing in the sale of
houses to be delivered pursuant to the purchase
contract or contracts assigned as security for
such principal loan, the Secretary is authorized,
under such terms and conditions and subject to
such limitations as he may prescribe, to insure
the lender against any losses it may sustain re-
sulting from the acceptance and discount of a
promissory note or notes executed by a pur-
chaser of any such houses representing an un-
paid portion of the purchase price of any such
houses. No such promissory note or notes ac-
cepted and discounted by the lender pursuant to
this subsection shall involve a principal obliga-
tion in excess of 80 per centum of the purchase
price of the manufactured house or houses; have
a maturity in excess of one hundred and eighty
days from the date of the note or bear interest
in excess of 4 per centum per annum; nor may
the principal amount of such promissory notes,
with respect to any individual principal loan,
outstanding and unpaid at any one time, exceed
in the aggregate an amount prescribed by the
Secretary.

(2) The Secretary is authorized to include in
any contract of insurance executed by him with
respect to the insurance of a loan to finance the
manufacture of houses, provisions to effectuate
the insurance against any such losses under this
subsection.

(3) The failure of the purchaser to make any
payment due under or provided to be paid by the
terms of any note or notes executed by the pur-
chaser and accepted and discounted by the lend-

er under the provisions of this subsection, shall
be considered as a default under this subsection,
and if such default continues for a period of thir-
ty days, the lender shall be entitled to receive
the benefits of the insurance, as provided in sub-
section (d) of this section except that debentures
issued pursuant to this subsection shall have a
face value equal to the unpaid principal balance
of the loan plus interest at the rate of 4 per cen-
tum per annum from the date of default to the
date the application is filed for the insurance
benefits.

(4) Debentures issued with respect to the in-
surance granted under this subsection shall be
issued in accordance with the provisions of sec-
tion 1739(d) of this title except that such deben-
tures shall be dated as of the date application is
filed for the insurance benefits and shall bear in-
terest from such date.

(5) The Secretary is authorized to fix a pre-
mium charge for the insurance granted under
this subsection, in addition to the premium
charge authorized under subsection (h) of this
section. Such premium charge shall not exceed
an amount equivalent to 1 per centum of the
original principal of such promissory note or
notes and shall be paid at such time and in such
manner as may be prescribed by the Secretary.

(June 27, 1934, ch. 847, title VI, § 609, as added
June 30, 1947, ch. 163, title I, § 3, 61 Stat. 193;
amended Aug. 10, 1948, ch. 832, title I, § 101(d), 62
Stat. 1269; Apr. 20, 1950, ch. 94, title I, § 122, 64
Stat. 59; Pub. L. 89–117, title XI, § 1108(r), Aug. 10,
1965, 79 Stat. 506; Pub. L. 90–19, § 1(a)(3), May 25,
1967, 81 Stat. 17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing in subsecs. (a), (b),
(b)(1) to (4), (c), (d), (g), (h), and (i)(1), (2), (5).

1965—Subsec. (f). Pub. L. 89–117, struck out cl. (1) of
the first sentence which provided that all references in
section 1713(k) of this title to the ‘‘Housing Fund’’ shall
be construed to refer to the ‘‘War Housing Insurance
Fund’’ and redesignated cls. (2), (3), and (4) thereof as
cls. (1), (2), and (3), respectively.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’ wherever appearing.

1948—Subsec. (b). Act Aug. 10, 1948, § 101(d)(1), (2),
struck out par. (1) and inserted new par. (1), and struck
out first two sentences of par. (4) and inserted two new
sentences.

Subsec. (f). Act Aug. 10, 1948, § 101(d)(3), inserted last
sentence.

Subsec. (i). Act Aug. 10, 1948, § 101(d)(4), added subsec.
(i).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1738 of this title;
title 5 sections 551, 701.

§ 1745. Insurance of mortgages on sales of Gov-
ernment housing; limits and conditions;
Greenbelt towns; State housing

Notwithstanding any of the provisions of this
subchapter, the Secretary is authorized, upon
application by the mortgagee, to insure or to
make commitments to insure under section 1738
or section 1743 of this title any mortgage exe-
cuted in connection with the sale by the Govern-
ment, or any agency or official thereof, of any
housing acquired or constructed under Public
Law 849, Seventy-sixth Congress, as amended;
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Public Law 781, Seventy-sixth Congress, as
amended; or Public Laws 9, 73, or 353, Seventy-
seventh Congress, as amended (including any
property acquired, held or constructed in con-
nection with such housing or to serve the inhab-
itants thereof), without regard to—

(1) any limit as to the time when any mort-
gage may be insured under this subchapter;

(2) any limit as to the aggregate amount of
principal obligations of all mortgages insured
under this subchapter, but the aggregate
amount of principal obligations of all mort-
gages insured pursuant to this section shall
not exceed $750,000,000;

(3) any requirement that the obligation be
approved for mortgage insurance prior to the
beginning of construction or that the con-
struction be new construction;

(4) any of the provisions of subsections (b)(2)
or (b)(5) of section 1738 of this title or para-
graphs (B) and (C) of the first sentence of sec-
tion 1743(b)(3) of this title:

Provided, That such mortgage shall (1) otherwise
be eligible for insurance under section 1738 or
section 1743 of this title as the case may be, (2)
have a maturity not exceeding twenty-five years
from the date of insurance, (3) involve a prin-
cipal obligation (including such initial service
charges, appraisal, inspection, and other fees as
the Secretary shall approve) in an amount not
exceeding 90 per centum of the appraised value
of the mortgage property as determined by the
Secretary, and (4) bear interest (exclusive of pre-
mium charges) at not to exceed 5 per centum per
annum on the amount of the principal obliga-
tion outstanding at any time if such mortgage
covers property on which there is located a
dwelling designed principally for residential use
for not more than four families in the aggregate,
irrespective of whether such dwelling or dwell-
ings have a party wall or are otherwise phys-
ically connected with another dwelling or dwell-
ings, or bear interest at not to exceed 41⁄2 per
centum per annum on the amount of the prin-
cipal obligation outstanding at any time if such
mortgage covers property upon which there is
located a dwelling or dwellings designed prin-
cipally for residential use for more than four
families.

The Secretary is further authorized to insure
or to make commitments to insure in accord-
ance with the provisions of this section any
mortgage executed in connection with the sale
by the Secretary, or by any public housing agen-
cy with the approval of the Secretary, of any
housing (including any property acquired, held,
or constructed in connection with such housing
or to serve the inhabitants thereof) owned or fi-
nancially assisted pursuant to the provisions of
Public Law 671, Seventy-sixth Congress.

The Secretary is further authorized to insure
or to make commitments to insure in accord-
ance with the provisions of this section any
mortgage executed in connection with the sale
by the Government, or any agency or official
thereof, of any of the so-called Greenbelt towns,
or parts thereof, including projects, or parts
thereof, known as Greenhills, Ohio; Greenbelt,
Maryland; and Greendale, Wisconsin, developed
under the Emergency Relief Appropriation Act
of 1935, or of any of the village properties under

the jurisdiction of the Tennessee Valley Author-
ity, and any mortgage executed in connection
with the first resale, within two years from the
date of its acquisition from the Government, of
any portion of a project or property of the char-
acter described in this section.

The Secretary is further authorized to insure
or to make commitments to insure under sec-
tion 1743 of this title in accordance with the pro-
visions of this section any mortgage executed in
connection with the sale by a State or munici-
pality, or an agency, instrumentality, or body
politic of either, of any permanent housing (in-
cluding any property acquired, held, or con-
structed in connection therewith or to serve the
inhabitants thereof), constructed by or on behalf
of such State, municipality, agency, instrumen-
tality or body politic, for the occupancy of vet-
erans of World War II, their families, and others:
Provided, That the principal obligation of any
such mortgage does not exceed either 85 per cen-
tum of the appraised value of the mortgage
property as determined by the Secretary or
$8,100 per family unit for such part of such prop-
erty as may be attributable to dwelling use.

(June 27, 1934, ch. 847, title VI, § 610, as added
Aug. 5, 1947, ch. 495, § 2, 61 Stat. 777; amended
Aug. 10, 1948, ch. 832, title I, § 101(e), 62 Stat. 1270;
Apr. 20, 1950, ch. 94, title I, §§ 120, 122, 64 Stat. 58,
59; July 14, 1952, ch. 723, § 14, 66 Stat. 605; Pub. L.
90–19, § 1(a)(3), (o), May 25, 1967, 81 Stat. 17, 19.)

REFERENCES IN TEXT

Public Law 849, Seventy-sixth Congress, as amended,
referred to in text, is act Oct. 14, 1940, ch. 862, 54 Stat.
1125, as amended, known as the ‘‘Lanham Public War
Housing Act’’, which is classified generally to sub-
chapters II to VII (§§ 1521 et seq., 1531 et seq., 1541 et
seq., 1561 et seq., 1571 et seq., and 1581 et seq.) of chapter
9 of Title 42, The Public Health and Welfare. For com-
plete classification of this Act to the Code, see Short
Title note set out under section 1501 of Title 42 and
Tables.

Public Law 781, Seventy-sixth Congress, as amended,
referred to in text, is the Second Supplemental Na-
tional Defense Appropriation Act, 1941, act Sept. 9, 1940,
ch. 717, 54 Stat. 872. Section 201 thereof appropriated
$100,000,000 to the President for allocation to the former
‘‘War’’ Department, and to the Navy Department, for
the construction of housing necessary to the national
defense program. This provision was not classified to
the code.

Public Laws 9, 73, or 353, Seventy-seventh Congress,
as amended, referred to in text, refer to the following
acts, respectively: Public Law 9, Urgent Deficiency Ap-
propriation Act, 1941, act Mar. 1, 1941, ch. 9, 55 Stat. 14;
Public Law 73, Additional Urgent Deficiency Appro-
priation Act, 1941, act May 24, 1941, ch. 132, 55 Stat. 197;
and Public Law 353, Third Supplemental National De-
fense Appropriation Act, 1942, act Dec. 17, 1941, ch. 591,
55 Stat. 810. These three acts appropriated a total of
$320,000,000 to the President for the purpose of providing
housing necessary because of national defense activi-
ties and conditions arising out of World War II. These
provisions were not classified to the code, although all
three acts are cited in a ‘‘Prior Additional Appropria-
tions’’ note under section 1523 of Title 42, The Public
Health and Welfare.

Public Law 671, Seventy-sixth Congress, referred to in
text, is act June 28, 1940, ch. 440, 54 Stat. 676, as amend-
ed. Provisions of the Act relating to housing are con-
tained in title II, which is classified generally to sub-
chapter I (§ 1501 et seq.) of chapter 9 of Title 42. For
complete classification of this Act to the Code, see
Tables.
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The Emergency Relief Appropriation Act of 1935, re-
ferred to in text, is Joint Res. Apr. 8, 1935, ch. 48, 49
Stat. 115. It was a temporary legislation, and was for-
merly set out in a note in former chapter 16 of Title 15,
Commerce and Trade. See notes under sections 721 to
728 of that title.

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing, and ‘‘Secretary’’ for
‘‘Public Housing Administration’’ and ‘‘said Adminis-
tration’’ in second par., respectively.

1952—Act July 14, 1952, inserted last par.
1950—Act Apr. 20, 1950, § 120, made the insurance au-

thority of this section applicable to sale by the Public
Housing Administration, or any public housing agency,
of any housing owned or financially assisted pursuant
to the provisions of sections 1501 to 1505 of Title 42. The
Public Health and Welfare, which provided for the con-
struction of war housing out of prior authorizations for
low-rent public housing on the condition that such
housing would be converted to low-rent use after termi-
nation of its use for war housing.

Act Apr. 20, 1950, § 122, substituted ‘‘Commissioner’’
for ‘‘Administrator’’ wherever appearing.

1948—Act Aug. 10, 1948, inserted last par. relating to
the Greenbelt towns.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1738 of this title.

§ 1746. Insurance on mortgages on large-scale
housing projects

(a) Additional authorization; encouragement of
cost-reduction techniques; advances

In addition to mortgages insured under other
sections of this subchapter, and in order to as-
sist and encourage the application of cost-reduc-
tion techniques through large-scale modernized
site construction of housing and the erection of
houses produced by modern industrial processes,
the Secretary is authorized to insure mortgages
(including advances on such mortgages during
construction) which are eligible for insurance as
hereinafter provided.
(b) Eligibility requirements

To be eligible for insurance under this section,
a mortgage shall—

(1) have been made to and be held by a mort-
gagee approved by the Secretary as respon-
sible and able to service the mortgage prop-
erly;

(2) cover property, held by a mortgagor ap-
proved by the Secretary, upon which there is
to be constructed or erected dwelling units for
not less than twenty-five families consisting
of a group of single-family dwellings approved
by the Secretary for mortgage insurance prior
to the beginning of construction: Provided,
That during the course of construction there
may be located upon the mortgaged property a
plant for the fabrication or storage of such
dwellings or sections or parts thereof, and the
Secretary may consent to the removal or re-
lease of such plant from the lien of the mort-
gage upon such terms and conditions as he
may approve;

(3) involve a principal obligation in an
amount—

(A) not to exceed 85 per centum of the
amount which the Secretary estimates will
be the value of the completed property or
project, exclusive of any plant of the char-

acter described in paragraph (2) of this sub-
section located thereon, and

(B) not to exceed a sum computed on the
individual dwellings comprising the total
project as follows: $5,950 or 85 per centum of
the valuation, whichever is the lower
amount, with respect to each single-family
dwelling: Provided, That if the Secretary
finds that it is not feasible, within the dollar
amount limitation in this clause on the
principal obligation of the mortgage, to con-
struct dwellings containing three or four
bedrooms without sacrifice of sound stand-
ards of construction, design, and livability,
he may increase such dollar amount limita-
tion by not exceeding $850 for each addi-
tional bedroom (as defined by the Secretary)
in excess of two contained in each such
dwelling if he finds that such dwelling meets
sound standards of design and livability as a
three-bedroom unit or a four-bedroom unit,
as the case may be, but the amount com-
puted under this clause for each such dwell-
ing shall not exceed, in any event, $7,650.

With respect to the insurance of advances
during construction, the Secretary is author-
ized to approve advances by the mortgagee to
cover the cost of materials delivered upon the
mortgaged property and labor performed in
the fabrication or erection thereof;

(4) provide for complete amortization by
periodic payments within such term as the
Secretary shall prescribe and shall bear inter-
est (exclusive of premium charges for insur-
ance) as not to exceed 4 per centum per annum
on the amount of the principal obligation out-
standing at any time: Provided, That the Sec-
retary with the approval of the Secretary of
the Treasury, may prescribe by regulation a
higher maximum rate of interest, not exceed-
ing 41⁄2 per centum per annum on the amount
of the principal obligation outstanding at any
time, if he finds that the mortgage market de-
mands it. The Secretary may consent to the
release of a part or parts of the mortgaged
property from the lien of the mortgage upon
such terms and conditions as he may prescribe
and the mortgage may provide for such re-
lease, and the mortgage may provide that,
upon the completion of the construction of the
project, such mortgage may be replaced by in-
dividual mortgages covering each individual
dwelling in the project. Each such individual
mortgage may be insured under this section
with the mortgagor being either the builder
who constructed the dwellings or the owner
and occupant of the dwelling at the time, and
where the mortgagor is the owner and occu-
pant, may involve a principal obligation in
such amount and have such maturity and in-
terest rate as a mortgage eligible for insur-
ance under section 1709(b)(2)(D) of this title.

(c) Preferences in occupancy for veterans and
hardship cases

Preference or priority of opportunity in the
occupancy of the mortgaged property for veter-
ans of World War II and their immediate fami-
lies and for hardship cases as defined by the Sec-
retary shall be provided under such regulations
and procedures as may be prescribed by the Sec-
retary.
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(d) Applicability of other provisions
The provisions of subsections (c), (d), (e), and

(f) of section 1743 of this title shall be applicable
to mortgages insured under this section cover-
ing a project described in subsection (b) of this
section, and the provisions of subsections (a) to
(f), and (h) of section 1739 of this title shall be
applicable to the individual mortgages insured
pursuant to subsection (b)(4) of this section cov-
ering individual dwellings in the project.

(June 27, 1934, ch. 847, title VI, § 611, as added
Aug. 10, 1948, ch. 832, title I, § 101(f), 62 Stat. 1271;
amended Apr. 20, 1950, ch. 94, title I, §§ 121, 122, 64
Stat. 58, 59; Pub. L. 90–19, § 1(a)(3), May 25, 1967,
81 Stat. 17.)

REFERENCES IN TEXT

Section 1709(b)(2)(D) of this title, referred to in sub-
sec. (b)(4), is a reference to subsec. (b)(2)(D) of section
1709 prior to amendment by section 104 of act Aug. 2,
1954, ch. 649, 68 Stat. 590.

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing in subsecs. (a), (b), and
(c).

1950—Act Apr. 20, 1950, § 122, substituted ‘‘Commis-
sioner’’ for ‘‘Administrator’’ wherever appearing.

Subsec. (b)(3). Act Apr. 20, 1950, § 121(1), (2), sub-
stituted ‘‘85’’ for ‘‘80’’ in cl. (A), and inserted entirely
new material in cl. (B).

Subsec. (b)(4). Act Apr. 20, 1950, § 121(2), inserted
‘‘, and the mortgage may provide that, upon the com-
pletion of the construction of the project, such mort-
gage may be replaced by individual mortgages covering
each individual dwelling in the project. Each such indi-
vidual mortgage may be insured under this section
with the mortgagor being either the builder who con-
structed the dwellings or the owner and occupant of the
dwelling at the time, and where the mortgagor is the
owner and occupant, may involve a principal obligation
in such amount and have such maturity and interest
rate as a mortgage eligible for insurance under section
1709(b)(2)(D) of this title’’.

Subsec. (d). Act Apr. 20, 1950, § 121(3), inserted ‘‘cover-
ing a project described in subsection (b) of this section,
and the provisions of subsections (a) to (f), and (h) of
section 1739 of this title shall be applicable to the indi-
vidual mortgages insured pursuant to subsection (b)(4)
of this section covering individual dwellings in the
project’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1709, 1738, 1747h
of this title.

§ 1746a. Termination of commitment authority
under this subchapter

Notwithstanding any other provision of this
subchapter, no mortgage or loan shall be insured
under any section of this subchapter after Au-
gust 2, 1954 except pursuant to a commitment to
insure issued on or before such date.

(June 27, 1934, ch. 847, title VI, § 612, as added
Aug. 2, 1954, ch. 649, title I, § 127, 68 Stat. 609.)

SUBCHAPTER VII—INSURANCE FOR IN-
VESTMENTS IN RENTAL HOUSING FOR
FAMILIES OF MODERATE INCOME

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 1702, 1715c,
1731a, 1731b, 1735f–8 of this title.

§ 1747. Purpose of subchapter; authorization;
terms and conditions; expiration of insur-
ance contract

The purpose of this subchapter is to supple-
ment the existing systems of mortgage insur-
ance for rental housing under this chapter by a
special system of insurance designed to encour-
age equity investment in rental housing at rents
within the capacity of families of moderate in-
come. To effectuate this purpose, the Secretary
is authorized, upon application by the investor,
to insure as hereinafter provided, and, prior to
the execution of insurance contracts and upon
such terms as the Secretary shall prescribe, to
make commitments to insure, the minimum an-
nual amortization charge and an annual return
on the outstanding investment of such investor
in any project which is eligible for insurance as
hereinafter provided in an amount (herein called
the ‘‘insured annual return’’) equal to such rate
of return, not exceeding 23⁄4 per centum per
annum, on such outstanding investment as
shall, after consultation with the Secretary of
the Treasury, be fixed in the insurance contract
or in the commitment to insure: Provided, That
any insurance contract made pursuant to this
subchapter shall expire as of the first day of the
operating year for which the outstanding invest-
ment amounts to not more than 10 per centum
of the established investment.

(June 27, 1934, ch. 847, title VII, § 701, as added
Aug. 10, 1948, ch. 832, title IV, § 401, 62 Stat. 1276;
amended Apr. 20, 1950, ch. 94, title I, § 122, 64
Stat. 59; Pub. L. 86–372, title I, § 118, Sept. 23,
1959, 73 Stat. 664; Pub. L. 90–19, § 1(a)(3), May 25,
1967, 81 Stat. 17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing.

1959—Pub. L. 86–372 struck out provisions which lim-
ited the aggregate amount of contingent liabilities out-
standing at any one time under insurance contracts
and commitments to insure made pursuant to this sub-
chapter to not more than $1,000,000,000.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’ wherever appearing.

SEPARABILITY

Section 505 of act Aug. 10, 1948, provided that: ‘‘Ex-
cept as may be otherwise expressly provided in this Act
[sections 1701c, 1701e to 1701g–3, 1702, 1703, 1709, 1710,
1713, 1716, 1738, 1743 to 1746 and 1747 to 1747l of this title,
section 846 of former Title 31, Money and Finance, sec-
tion 694 of former Title 38, Pensions, Bonuses, and Vet-
erans’ Relief, and section 1404a of Title 42, The Public
Health and Welfare], all powers and authorities con-
ferred by this Act shall be cumulative and additional to
and not in derogation of any powers and authorities
otherwise existing. Notwithstanding any other evi-
dences of the intention of Congress, it is hereby de-
clared to be the controlling intent of Congress that if
any provisions of this Act, or the application thereof to
any person or circumstances, shall be adjudged by any
court of competent jurisdiction to be invalid, such
judgment shall not affect, impair, or invalidate the re-
mainder of this Act or its application to other persons
and circumstances, but shall be confined in its oper-
ation to the provisions of this Act, or the application
thereof to the persons and circumstances, directly in-
volved in the controversy in which such judgment shall
have been rendered.’’
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INCONSISTENT PROVISIONS

Section 504 of act Aug. 10, 1948, provided that: ‘‘Inso-
far as the provisions of any other law are inconsistent
with the provisions of this Act [sections 1701c, 1701e to
1701g–3, 1702, 1703, 1709, 1710, 1713, 1716, 1738, 1743 to 1746
and 1747 to 1747l of this title, section 846 of former Title
31, Money and Finance, section 694 of former Title 38,
Pensions, Bonuses, and Veterans’ Relief, and section
1404a of Title 42, The Public Health and Welfare], the
provisions of this Act shall be controlling.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1747l of this
title.

§ 1747a. Eligibility for insurance

(a) To be eligible for insurance under this sub-
chapter, a project shall meet the following con-
ditions:

(1) The Secretary shall be satisfied that
there is, in the locality or metropolitan area
of such project, a need for new rental dwell-
ings at rents comparable to the rents proposed
to be charged for the dwellings in such project.

(2) Such project shall be economically sound,
and the dwellings in such project shall be ac-
ceptable to the Secretary as to quality, de-
sign, size, and type.

(b) Any insurance contract executed by the
Secretary under this subchapter shall be conclu-
sive evidence of the eligibility of the project and
the investor for such insurance, and the validity
of any insurance contract so executed shall be
incontestable in the hands of an investor from
the date of the execution of such contract, ex-
cept for fraud or misrepresentation on the part
of such investor.

(c) After completion of the project the inves-
tor must establish in a manner satisfactory to
the Secretary that the project is free and clear
of liens and that there are no other outstanding
unpaid obligations contracted in connection
with the construction of the project, except
taxes and such other liens and obligations as
may be approved or prescribed by the Secretary.
Debentures issued by the investor which are
payable out of net income from the project and
from the benefits of the insurance contract shall
not be construed as ‘‘unpaid obligations’’ as
such term is used in this subsection.

(June 27, 1934, ch. 847, title VII, § 702, as added
Aug. 10, 1948, ch. 832, title IV, § 401, 62 Stat. 1276;
amended Apr. 20, 1950, ch. 94, title I, § 122, 64
Stat. 59; Sept. 1, 1951, ch. 378, title VI, § 609(a), 65
Stat. 316; Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81
Stat. 17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing in subsecs. (a)(1), (2),
(b), and (c).

1951—Subsec. (c). Act Sept. 1, 1951, added subsec. (c).
1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’

for ‘‘Administrator’’ wherever appearing.

§ 1747b. Premium charges; fees for examination
and inspection

(a) For insurance granted pursuant to this
subchapter the Secretary shall fix and collect a
premium charge in an amount not exceeding
one-half of 1 per centum of the outstanding in-

vestment for the operating year for which such
premium charge is payable without taking into
account the excess earnings, if any, applied, in
addition to the minimum annual amortization
charge, to amortization of the outstanding in-
vestment. Such premium charge shall be pay-
able annually in advance by the investor, either
in cash or in debentures issued by the Secretary
under this subchapter at par plus accrued inter-
est: Provided, That, if in any operating year the
gross income shall be less than the operating ex-
penses, the premium charge payable during such
operating year shall be waived, but only to the
extent of the amount of the difference between
such expenses and such income and subject to
subsequent payment out of any excess earnings
as hereinafter provided.

(b) With respect to any project offered for in-
surance under this subchapter, the Secretary is
authorized to charge and collect reasonable fees
for examination, and for inspection during the
construction of the project: Provided, That such
fees shall not aggregate more than one-half of 1
per centum of the estimated investment.

(June 27, 1934, ch. 847, title VII, § 703, as added
Aug. 10, 1948, ch. 832, title IV, § 401, 62 Stat. 1277;
amended Apr. 20, 1950, ch. 94, title I, § 122, 64
Stat. 59; Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81
Stat. 17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing in subsecs. (a) and (b).

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’ wherever appearing.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1747l of this
title.

§ 1747c. Rent schedules

The Secretary shall require that the rents for
the dwellings in any project insured under this
subchapter shall be established in accordance
with a rent schedule approved by the Secretary,
and that the investor shall not charge or collect
rents for any dwellings in the project in excess
of the appropriate rents therefor as shown in the
latest rent schedule approved pursuant to this
section. Prior to approving the initial or any
subsequent rent schedule pursuant to this sec-
tion, the Secretary shall find that such schedule
affords reasonable assurance that the rents to be
established thereunder are (1) not lower than
necessary, together with all other income to be
derived from or in connection with the project,
to produce reasonably stable revenues sufficient
to provide for the payment of the operating ex-
penses, the minimum annual amortization
charge, and the minimum annual return; and (2)
not higher than necessary to meet the need for
dwellings for families of moderate income.

(June 27, 1934, ch. 847, title VII, § 704, as added
Aug. 10, 1948, ch. 832, title IV, § 401, 62 Stat. 1277;
amended Apr. 20, 1950, ch. 94, title I, § 122, 64
Stat. 59; Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81
Stat. 17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing.



Page 806TITLE 12—BANKS AND BANKING§ 1747d

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’ wherever appearing.

§ 1747d. Excess earnings used for amortization of
original investment

For all of the purposes of any insurance con-
tract made pursuant to this subchapter, 50 per
centum of the excess earnings, if any, for any
operating year may be applied, in addition to
the minimum annual return, to return on the
outstanding investment but only to the extent
that such application thereof does not result in
an annual return of more than 5 per centum of
the outstanding investment for such operating
year, and the balance of any such excess earn-
ings shall be applied, in addition to the mini-
mum annual amortization charge, to amortiza-
tion of the outstanding investment: Provided,
That if in any preceding operating years the
gross income shall have been less than the oper-
ating expenses, such excess earnings shall be ap-
plied to the extent necessary in whole or in part,
first, to the reimbursement of the amount of the
difference between such expenses (exclusive of
any premium charges previously waived here-
under) and such income, and, second, to the pay-
ment of any premium charges previously waived
hereunder.

(June 27, 1934, ch. 847, title VII, § 705, as added
Aug. 10, 1948, ch. 832, title IV, § 401, 62 Stat. 1277.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1747l of this
title.

§ 1747e. Financial statements by Secretary

With respect to each project insured under
this subchapter, the Secretary shall provide
that, after the close of each operating year, the
investor shall submit to him for approval a fi-
nancial and operating statement covering such
operating year. If any such financial and operat-
ing statement shall not have been submitted or,
for proper cause, shall not have been approved
by the Secretary, payment of any claim submit-
ted by the investor may, at the option of the
Secretary, be withheld, in whole or in part, until
such statement shall have been submitted and
approved.

(June 27, 1934, ch. 847, title VII, § 706, as added
Aug. 10, 1948, ch. 832, title IV, § 401, 62 Stat. 1278;
amended Apr. 20, 1950, ch. 94, title I, § 122, 64
Stat. 59; Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81
Stat. 17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’ wherever appearing.

§ 1747f. Payment of claims; assignment of bene-
fits by investors

If in any operating year the net income of a
project insured under this subchapter is less
than the aggregate of the minimum annual am-
ortization charge and the insured annual return,
the Secretary, upon submission by the investor
of a claim for the payment of the amount of the
difference between such net income and the ag-

gregate of the minimum annual amortization
charge and the insured annual return and after
proof of the validity of such claim, shall pay to
the investor, in cash from the General Insurance
Fund, the amount of such difference, as deter-
mined by the Secretary, but not exceeding, in
any event, an amount equal to the aggregate of
the minimum annual amortization charge and
the insured annual return. Nothing contained in
this subchapter or any other provision of law
shall be construed as preventing or restricting
an investor from assigning, pledging, or other-
wise transferring or disposing of, subject to
rules and regulations of the Secretary, any or
all rights, claims, or other benefits under any
insurance contract made pursuant to this sub-
chapter to an assignee, pledgee, or other trans-
feree, including the holders (or the trustee for
such holders) of any debentures issued by the in-
vestor in connection with the project to which
such insurance contract relates, and the Sec-
retary is authorized to pay claims or issue de-
bentures in accordance with the provisions of
this section and section 1747g of this title to any
such assignee, pledgee, or other transferee.

(June 27, 1934, ch. 847, title VII, § 707, as added
Aug. 10, 1948, ch. 832, title IV, § 401, 62 Stat. 1278;
amended Apr. 20, 1950, ch. 94, title I, § 122, 64
Stat. 59; Sept. 1, 1951, ch. 378, title VI, § 609(b), 65
Stat. 316; Pub. L. 89–117, title XI, § 1108(s), Aug.
10, 1965, 79 Stat. 506; Pub. L. 90–19, § 1(a)(3), May
25, 1967, 81 Stat. 17.)

REFERENCES IN TEXT

The General Insurance Fund, referred to in text, was
established by section 1735c of this title.

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing.

1965—Pub. L. 89–117 substituted ‘‘General Insurance
Fund’’ for ‘‘Housing Investment Insurance Fund’’.

1951—Act Sept. 1, 1951, inserted second sentence.
1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’

for ‘‘Administrator’’ wherever appearing.

§ 1747g. Debentures

(a) Acquisition of project by Secretary; issuance
of debentures

If the aggregate of the amounts paid to the in-
vestor pursuant to section 1747f of this title with
respect to a project insured under this sub-
chapter shall at any time equal or exceed 15 per
centum of the established investment, the Sec-
retary thereafter shall have the right, after
written notice to the investor of his intentions
so to do, to acquire, as of the first day of any op-
erating year, such project in consideration of
the issuance and delivery to the investor of de-
bentures having a total face value equal to 90
per centum of the outstanding investment for
such operating year. In any such case the inves-
tor shall be obligated to convey to said Sec-
retary title to the project which meets the re-
quirements of the rules and regulations of the
Secretary in force at the time the insurance
contract was executed and which is evidenced in
the manner prescribed by such rules and regula-
tions, and, in the event that the investor fails so
to do, said Secretary may, at his option, termi-
nate the insurance contract.
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(b) Relinquishment of project by investor
If in any operating year the aggregate of the

differences between the operating expenses (ex-
clusive of any premium charges previously
waived hereunder) and the gross income for the
preceding operating years, less the aggregate of
any deficits in such operating expenses reim-
bursed from excess earnings as hereinbefore pro-
vided, shall at any time equal or exceed 5 per
centum of the established investment, the inves-
tor shall thereafter have the right, after written
notice to the Secretary of his intention so to do,
to convey to the Secretary, as of the first day of
any operating year, title to the project which
meets the requirements of the rules and regula-
tions of the Secretary in force at the time the
insurance contract was executed and which is
evidenced in the manner prescribed by such
rules and regulations, and to receive from the
Secretary debentures having a total face value
equal to 90 per centum of the outstanding in-
vestment for such operating year.
(c) Adjustment of difference between outstand-

ing investment and total face value of deben-
tures

Any difference, not exceeding $50, between 90
per centum of the outstanding investment for
the operating year in which a project is acquired
by the Secretary pursuant to this section and
the total face value of the debentures to be is-
sued and delivered to the investment pursuant
to this section shall be adjusted by the payment
of cash by the Secretary to the investor from
the General Insurance Fund.
(d) Termination of insurance contract by Sec-

retary
Upon the acquisition of a project by the Sec-

retary pursuant to this section, the insurance
contract shall terminate.
(e) Issuance and execution of debentures

Debentures issued under this subchapter to
any investor shall be executed in the name of
the General Insurance Fund as obligor, shall be
signed by the Secretary, by either his written or
engraved signature, and shall be negotiable.
Such debentures shall be dated as of the first
day of the operating year in which the project
for which such debentures were issued was ac-
quired by the Secretary, shall bear interest at a
rate to be determined by the Secretary, with the
approval of the Secretary of the Treasury, at the
time the insurance contract was executed, but
not to exceed 23⁄4 per centum per annum, payable
semiannually on the 1st day of January and the
1st day of July of each year, and shall mature on
the 1st day of July in such calendar year or
years, not later than the fortieth following the
date of the issuance thereof, as shall be deter-
mined by the Secretary and stated on the face of
such debentures.
(f) Terms and conditions of debentures

Such debentures shall be in such form and in
such denominations in multiples of $50, shall be
subject to such terms and conditions, and may
include such provisions of redemption as shall
be prescribed by the Secretary, with the ap-
proval of the Secretary of the Treasury, and
may be issued in either coupon or registered
form.

(g) Exemption from taxation; exceptions; guar-
anty

Such debentures shall be exempt, both as to
principal and interest, from all taxation (except
surtaxes, estate, inheritance, and gift taxes)
now or hereafter imposed by any Territory, de-
pendency, or possession of the United States, or
by the District of Columbia, or by any State,
county, municipality, or local taxing authority,
shall be payable out of the General Insurance
Fund, which shall be primarily liable therefor,
and shall be fully and unconditionally guaran-
teed, as to both the principal thereof and the in-
terest thereon, by the United States, and such
guaranty shall be expressed on the face thereof.
In the event that the General Insurance Fund
fails to pay upon demand, when due, the prin-
cipal of or the interest on any debentures so
guaranteed, the Secretary of the Treasury shall
pay to the holders the amount thereof, which is
authorized to be appropriated, out of any money
in the Treasury not otherwise appropriated, and
thereupon, to the extent of the amount so paid,
the Secretary of the Treasury shall succeed to
all the rights of the holders of such debentures.
(h) Payment of expenses and charges; collection

of claims
Notwithstanding any other provisions of law

relating to the acquisition, handling, or disposal
of real and other property by the United States,
the Secretary shall have power, for the protec-
tion of the General Insurance Fund, to pay out
of said Fund all expenses or charges in connec-
tion with, and to deal with, complete, recon-
struct, rent, renovate, modernize, insure, make
contracts for the management of, or establish
suitable agencies for the management of, or sell
for cash or credit or lease in his discretion, in
whole or in part, any project acquired pursuant
to this subchapter; and, notwithstanding any
other provisions of law, the Secretary shall also
have power to pursue to final collection by way
of compromise or otherwise all claims acquired
by, or assigned or transferred to, him in connec-
tion with the acquisition or disposal of any
project pursuant to this subchapter: Provided,
That section 5 of title 41 shall not be construed
to apply to any contract for hazard insurance, or
to any purchase or contract for services or sup-
plies on account of any project acquired pursu-
ant to this subchapter if the amount of such
purchase or contract does not exceed $1,000.

(June 27, 1934, ch. 847, title VII, § 708, as added
Aug. 10, 1948, ch. 832, title IV, § 401, 62 Stat. 1278;
amended Apr. 20, 1950, ch. 94, title I, § 122, 64
Stat. 59; Pub. L. 89–117, title XI, § 1108(t), Aug. 10,
1965, 79 Stat. 506; Pub. L. 90–19, § 1(a)(3), May 25,
1967, 81 Stat. 17.)

REFERENCES IN TEXT

The General Insurance Fund, referred to in text, was
established by section 1735c of this title.

AMENDMENTS

1967—Subsecs. (a) to (f), (h). Pub. L. 90–19 substituted
‘‘Secretary’’ for ‘‘Commissioner’’ wherever appearing.

1965—Subsecs. (c), (e), (g), (h). Pub. L. 89–117 sub-
stituted ‘‘General Insurance Fund’’ for ‘‘Housing In-
vestment Insurance Fund’’ wherever appearing.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’ wherever appearing.
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SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1747f, 1747h of
this title.

§ 1747h. Termination of insurance contract by in-
vestor

The investor, after written notice to the Sec-
retary of his intention so to do, may terminate,
as of the close of any operating year, any insur-
ance contract made pursuant to this subchapter.
The Secretary shall prescribe the events and
conditions under which said Secretary shall
have the option to terminate any insurance con-
tract made pursuant to this subchapter, and the
events and conditions under which said Sec-
retary may reinstate any insurance contract
terminated pursuant to this section or section
1747g(a) of this title. If any insurance contract is
terminated pursuant to this section, the Sec-
retary may require the investor to pay an ad-
justed premium charge in such amount as the
Secretary determines to be equitable, but not in
excess of the aggregate amount of the premium
charges which such investor otherwise would
have been required to pay if such insurance con-
tract had not been so terminated.

(June 27, 1934, ch. 847, title VII, § 709, as added
Aug. 10, 1948, ch. 832, title IV, § 401, 62 Stat. 1280;
amended Apr. 20, 1950, ch. 94, title I, § 122, 64
Stat. 59; Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81
Stat. 17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’ wherever appearing.

§ 1747i. Repealed. Pub. L. 89�117, title XI,
§ 1108(aa), Aug. 10, 1965, 79 Stat. 507

Section, act June 27, 1934, ch. 847, title VII, § 710, as
added Aug. 10, 1948, ch. 832, title IV, § 401, 62 Stat. 1280;
amended Apr. 20, 1950, ch. 94, title I, § 122, 64 Stat. 59,
created the Housing Investment Insurance Fund, pro-
vided for the transfer of funds thereto, and authorized
the payment of claims and the issue and cancellation of
debentures.

For establishment of the General Insurance Fund, see
section 1735c of this title.

§ 1747j. Taxation of real property

Nothing in this subchapter shall be construed
to exempt any real property acquired and held
by the Secretary under this subchapter from
taxation by any State or political subdivision
thereof, to the same extent, according to its
value, as other real property is taxed.

(June 27, 1934, ch. 847, title VII, § 711, as added
Aug. 10, 1948, ch. 832, title IV, § 401, 62 Stat. 1281;
amended Apr. 20, 1950, ch. 94, title I, § 122, 64
Stat. 59; Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81
Stat. 17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’ wherever appearing.

§ 1747k. Rules and regulations

The Secretary may make such rules and regu-
lations as may be necessary or desirable to

carry out the provisions of this subchapter, in-
cluding, without limiting the foregoing, rules
and regulations relating to the maintenance by
the investor of books, records, and accounts
with respect to the project and the examination
of such books, records, and accounts by rep-
resentatives of the Secretary; the submission of
financial and operating statements and the ap-
proval thereof; the submission of claims for pay-
ments under insurance contracts, the proof of
the validity of such claims, and the payment or
disallowance thereof; the increase of the estab-
lished investment if the investor shall make
capital improvements or additions to the proj-
ect; the decrease of the established investment
if the investor shall sell part of the project; and
the reduction of the outstanding investment for
the appropriate operating year or operating
years pending the restoration of dwelling or
nondwelling facilities damaged by fire or other
casualty. With respect to any investor which is
subject to supervision or regulation by a State
banking, insurance, or other State department
or agency, the Secretary may, in carrying out
any of his supervisory and regulatory functions
with respect to projects insured under this sub-
chapter, utilize, contract with, and act through,
such department or agency and without regard
to section 5 of title 41.

(June 27, 1934, ch. 847, title VII, § 712, as added
Aug. 10, 1948, ch. 832, title IV, § 401, 62 Stat. 1281;
amended Apr. 20, 1950, ch. 94, title I, § 122, 64
Stat. 59; Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81
Stat. 17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’ wherever appearing.

§ 1747l. Definitions

The following terms shall have the meanings,
respectively, ascribed to them below, and, unless
the context clearly indicates otherwise, shall in-
clude the plural as well as the singular number:

(a) ‘‘Investor’’ shall mean (1) any natural per-
son; (2) any group of not more than ten natural
persons; (3) any corporation, company, associa-
tion, trust, or other legal entity; or (4) any com-
bination of two or more corporations, compa-
nies, associations, trusts, or other legal entities,
having all the powers necessary to comply with
the requirements of this subchapter, which the
Secretary (i) shall find to be qualified by busi-
ness experience and facilities, to afford assur-
ance of the necessary continuity of long-term
investment, and to have available the necessary
capital required for long-term investment in the
project, and (ii) shall approve as eligible for in-
surance under this subchapter.

(b) ‘‘Project’’ shall mean a project (including
all property, real and personal, contracts,
rights, and choses in action acquired, owned, or
held by the investor in connection therewith) of
an investor designed and used primarily for the
purpose of providing dwellings the occupancy of
which is permitted by the investor in consider-
ation of agreed charges: Provided, That nothing
in this subchapter shall be construed as prohib-
iting the inclusion in a project of such stores,
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offices, or other commercial facilities, rec-
reational or community facilities, or other non-
dwelling facilities as the Secretary shall deter-
mine to be necessary or desirable appurtenances
to such project.

(c) ‘‘Estimated investment’’ shall mean the es-
timated cost of the development of the project,
as stated in the application submitted to the
Secretary for insurance under this subchapter.

(d) ‘‘Established investment’’ shall mean the
amount of the reasonable costs, as approved by
the Secretary, incurred by the investor in, and
necessary for, carrying out all works and under-
takings for the development of a project and
shall include the premium charge for the first
operating year and the cost of all necessary sur-
veys, plans and specifications, architectural, en-
gineering, or other special services, land acquisi-
tion, site preparation, construction, and equip-
ment; a reasonable return on the funds of the in-
vestor paid out in the course of the development
of the project, up to and including the initial oc-
cupancy date; necessary expenses in connection
with the initial occupancy of the project; and
the cost of such other items as the Secretary
shall determine to be necessary for the develop-
ment of the project, (1) less the amount by
which the rents and revenues derived from the
project up to and including the initial occu-
pancy date exceeded the reasonable and proper
expenses, as approved by the Secretary, incurred
by the investor in, and necessary for, operating
and maintaining said project up to and includ-
ing the initial occupancy date, or (2) plus the
amount by which such expenses exceeded such
rents and revenues, as the case may be.

(e) ‘‘Physical completion date’’ shall mean the
last day of the calendar month in which the Sec-
retary determines that the construction of the
project is substantially completed and substan-
tially all of the dwellings therein are available
for occupancy.

(f) ‘‘Initial occupancy date’’ shall mean the
last day of the calendar month in which 90 per
centum in number of the dwellings in the proj-
ect on the physical completion date shall have
been occupied, but shall in no event be later
than the last day of the sixth calendar month
next following the physical completion date.

(g) ‘‘Operating year’’ shall mean the period of
twelve consecutive calendar months next follow-
ing the initial occupancy date and each succeed-
ing period of twelve consecutive calendar
months, and the period of the first twelve con-
secutive calendar months next following the ini-
tial occupancy date shall be the first operating
year.

(h) ‘‘Gross income’’ for any operating year
shall mean the total rents and revenues and
other income derived from, or in connection
with, the project during such operating year.

(i) ‘‘Operating expenses’’ for any operating
year shall mean the amounts, as approved by
the Secretary, necessary to meet the reasonable
and proper costs of, and to provide for, operating
and maintaining the project, and to establish
and maintain reasonable and proper reserves for
repairs, maintenance, and replacements, and
other necessary reserves during such operating
year, and shall include necessary expenses for
real estate taxes, special assessments, premium

charges made pursuant to this subchapter, ad-
ministrative expenses, the annual rental under
any lease pursuant to which the real property
comprising the site of the project is held by the
investor, and insurance charges, together with
such other expenses as the Secretary shall de-
termine to be necessary for the proper operation
and maintenance of the project, but shall not in-
clude income taxes.

(j) ‘‘Net income’’ for any operating year shall
mean gross income remaining after the payment
of the operating expenses.

(k) ‘‘Minimum annual amortization charge’’
shall mean an amount equal to 2 per centum of
the established investment, except that, in the
case of a project where the real property com-
prising the site thereof is held by the investor
under a lease, if (notwithstanding the proviso of
section 1747b(a) of this title) the gross income
for any operating year shall be less than the
amount required to pay the operating expenses
(including the annual rental under such lease),
the minimum annual amortization charge for
such operating year shall mean an amount equal
to 2 per centum of the established investment
plus the amount of the annual rental under such
lease to the extent that the same is not paid
from the gross income.

(l) ‘‘Annual return’’ for any operating year
shall mean the net income remaining after the
payment of the minimum annual amortization
charge.

(m) ‘‘Insured annual return’’ shall have the
meaning ascribed to it in section 1747 of this
title.

(n) ‘‘Minimum annual return’’ for any operat-
ing year shall mean an amount equal to 31⁄2 per
centum of the outstanding investment for such
operating year or such lesser amount as shall be
agreed upon by the investor and the Secretary.

(o) ‘‘Excess earnings’’ for any operating year
shall mean the net income derived from a proj-
ect in excess of the minimum annual amortiza-
tion charge and the minimum annual return and
income taxes.

(p) ‘‘Outstanding investment’’ for any operat-
ing year shall mean the established investment,
less an amount equal to (1) the aggregate of the
minimum annual amortization charge for each
preceding operating year, plus (2) the aggregate
of the excess earnings, if any, during each pre-
ceding operating year applied, in addition to the
minimum annual amortization charge, to amor-
tization in accordance with the provisions of
section 1747d of this title.

(q) ‘‘State’’ shall include the several States
and Puerto Rico, the District of Columbia,
Guam, and the Virgin Islands.

(June 27, 1934, ch. 847, title VII, § 713, as added
Aug. 10, 1948, ch. 832, title IV, § 401, 62 Stat. 1281;
amended Apr. 20, 1950, ch. 94, title I, § 122, 64
Stat. 59; Sept. 1, 1951, ch. 378, title VI, §§ 610, 612,
65 Stat. 316; July 14, 1952, ch. 723, § 10(a)(4), 66
Stat. 603; Pub. L. 86–70, § 10(a), June 25, 1959, 73
Stat. 142; Pub. L. 86–624, § 6, July 12, 1960, 74 Stat.
411; Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81 Stat.
17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing in subsecs. (a) to (e), (i),
and (n).
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1960—Subsec. (q). Pub. L. 86–624 struck out ‘‘Hawaii,’’
before ‘‘Puerto Rico’’.

1959—Subsec. (q). Pub. L. 86–70 struck out ‘‘Alaska,’’
before ‘‘Hawaii’’.

1952—Subsec. (q). Act July 14, 1952, added subsec. (q).
1951—Subsec. (n). Act Sept. 1, 1951, § 610, inserted ‘‘or

such lesser amount as shall be agreed upon by the in-
vestor and the Commissioner’’.

Subsec. (o). Act Sept. 1, 1951, § 612, inserted ‘‘and in-
come taxes’’.

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’
for ‘‘Administrator’’ wherever appearing.

SUBCHAPTER VIII—ARMED SERVICES
HOUSING MORTGAGE INSURANCE

AMENDMENTS

1955—Act Aug. 11, 1955, ch. 783, title IV, § 401, 69 Stat.
646, substituted ‘‘ARMED SERVICES’’ for ‘‘MILI-
TARY’’ and inserted ‘‘MORTGAGE’’ in subchapter
heading.

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 1702, 1715f,
1717, 1731a, 1735f–8, 1743 of this title; title 42 sections
1594, 1594a, 1594e, 1594f.

§ 1748. Definitions

As used in this subchapter—
(a) The term ‘‘mortgage’’ means a first mort-

gage on real estate, in fee simple, or on a lease-
hold (1) under a lease for not less than ninety-
nine years which is renewable; or (2) under a
lease for a period of not less than fifty years to
run from the date the mortgage was executed;
and the term ‘‘first mortgage’’ means such
classes of first liens as are commonly given to
secure advances on, or the unpaid purchase price
of, real estate, under the laws of the State in
which the real estate is located, together with
the credit instruments, if any, secured thereby.

(b) The term ‘‘mortgagee’’ includes the origi-
nal lender under a mortgage, and his successors
and assigns approved by the Secretary; and the
term ‘‘mortgagor’’ includes the original bor-
rower under a mortgage, his successors and as-
signs.

(c) The term ‘‘maturity date’’ means the date
on which the mortgage indebtedness would be
extinguished if paid in accordance with periodic
payments provided for in the mortgage.

(d) The term ‘‘housing accommodations’’
means housing designed for occupancy by mili-
tary personnel and their dependents, assigned to
duty at or near the military installation where
such housing units are constructed.

(e) The term ‘‘personnel’’ shall include mili-
tary and civilian personnel approved by the Sec-
retary of Defense, or his designee, and the de-
pendents of all such personnel.

(f) The term ‘‘military’’ includes Army, Navy,
Marine Corps, Air Force, and Coast Guard.

(g) The term ‘‘State’’ includes the several
States, and Puerto Rico, the District of Colum-
bia, Guam, the Virgin Islands, the Canal Zone,
and Midway Island.

(June 27, 1934, ch. 847, title VIII, § 801, as added
Aug. 8, 1949, ch. 403, § 1, 63 Stat. 570; amended
July 14, 1952, ch. 723, § 10(a)(2), 66 Stat. 603; Aug.
11, 1955, ch. 783, title IV, § 401, 69 Stat. 646; Aug.
7, 1956, ch. 1029, title V, § 501, 70 Stat. 1109; Pub.
L. 86–70, § 10(a), June 25, 1959, 73 Stat. 142; Pub.
L. 86–624, § 6, July 12, 1960, 74 Stat. 411; Pub. L.
90–19, § 1(a)(3), May 25, 1967, 81 Stat. 17.)

REFERENCES IN TEXT

For definition of Canal Zone, referred to in subsec.
(g), see section 3602(b) of Title 22, Foreign Relations
and Intercourse.

AMENDMENTS

1967—Subsec. (b). Pub. L. 90–19 substituted ‘‘Sec-
retary’’ for ‘‘Commissioner’’.

1960—Subsec. (g). Pub. L. 86–624 struck out ‘‘Hawaii,’’
before ‘‘Puerto Rico’’.

1959—Subsec. (g). Pub. L. 86–70 struck out ‘‘Alaska,’’
before ‘‘Hawaii’’.

1956—Subsec. (g). Act Aug. 7, 1956, inserted reference
to Canal Zone and Midway Island.

1955—Act Aug. 11, 1955, inserted definitions of ‘‘hous-
ing accommodations’’ and ‘‘personnel’’ and included
the Coast Guard in definition of ‘‘military’’.

1952—Subsec. (f). Act July 14, 1952, inserted ‘‘Guam,’’
after ‘‘District of Columbia,’’.

SAVINGS PROVISION

Section 408 of act Aug. 11, 1955, as amended by act
Aug. 7, 1956, § 511, provided that: ‘‘Notwithstanding the
provisions of section 401 of this Act [amending this sub-
chapter], the provisions of title VIII of the National
Housing Act [this subchapter] in effect prior to the en-
actment of the Housing Amendments of 1955 [August 11,
1955] shall continue in full force and effect with respect
to all mortgages insured pursuant to a certification by
the Secretary of Defense or his designee made on or be-
fore June 30, 1955, and a commitment to insure issued
on or before June 30, 1956 or pursuant to a certification
by the Atomic Energy Commission or its designee made
on or before June 30, 1956, except that the maximum
dollar amount for each such mortgage shall be
$12,500,000.] Nothing contained in the provisions of title
VIII of the National Housing Act [this subchapter] in
effect prior to August 11, 1955 or any related provision
of law, shall be construed to exempt from State or local
taxes or assessments the interest of a lessee from the
Federal Government in or with respect to any property
covered by a mortgage insured under such provisions of
title VIII: Provided, That, no such taxes or assessments
(not paid or encumbering such property or interest
prior to June 15, 1956) on the interest of such lessee
shall exceed the amount of taxes or assessments on
other similar property of similar value, less such
amount as the Secretary of Defense or his designee de-
termines to be equal to (1) any payments made by the
Federal Government to the local taxing or other public
agencies involved with respect to such property, plus
(2) such amount as may be appropriate for any expendi-
tures made by the Federal Government or the lessee for
the provision or maintenance of streets, sidewalks,
curbs, gutters, sewers, lighting, snow removal or any
other services or facilities which are customarily pro-
vided by the State, county, city, or other local taxing
authority with respect to such other similar property:
And provided further, That the provisions of this section
shall not apply to properties leased pursuant to the
provisions of section 805 of the National Housing Act
[12 U.S.C. 1748d] as amended on or after August 11, 1955,
which properties shall be exempt from State or local
taxes or assessments.’’

TRANSFER OF FUNCTIONS

For transfer of authorities, functions, personnel, and
assets of the Coast Guard, including the authorities
and functions of the Secretary of Transportation relat-
ing thereto, to the Department of Homeland Security,
and for treatment of related references, see sections
468(b), 551(d), 552(d), and 557 of Title 6, Domestic Secu-
rity, and the Department of Homeland Security Reor-
ganization Plan of November 25, 2002, as modified, set
out as a note under section 542 of Title 6.

COAST GUARD

Subchapter as applicable to Coast Guard, see section
1594e of Title 42, The Public Health and Welfare.
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SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1748h–1, 1748h–2,
3702 of this title.

§ 1748a. Repealed. Pub. L. 89�117, title XI,
§ 1108(aa), Aug. 10, 1965, 79 Stat. 507

Section, act June 27, 1934, ch. 847, title VIII, § 802, as
added Aug. 8, 1949, ch. 403, § 1, 63 Stat. 571; amended
Aug. 11, 1955, ch. 783, title IV, § 401, 69 Stat. 646, created
the Armed Services Housing Insurance Fund.

For establishment of the General Insurance Fund, see
section 1735c of this title.

§ 1748b. Insurance of mortgages

(a) Aggregate amount of insurance; termination
date

In order to assist in relieving the acute short-
age and urgent need for family housing which
now exists at or in areas adjacent to military in-
stallations because of uncertainty as to the per-
manency of such installations and to increase
the supply of necessary family housing accom-
modations for personnel at such installations,
the Secretary is authorized, upon application of
the mortgagee, to insure mortgages (including
advances on such mortgages during construc-
tion) which are eligible for insurance as herein-
after provided, and, upon such terms as the Sec-
retary may prescribe, to make commitments for
so insuring such mortgages prior to the date of
their execution or disbursement thereon: Pro-
vided, That the aggregate amount of principal
obligations of all mortgages insured under this
subchapter (except mortgages insured pursuant
to the provisions of this subchapter in effect
prior to August 11, 1955) shall not exceed
$2,300,000,000: And provided further, That the limi-
tation in section 1715h of this title shall not
apply to this subchapter: And provided further,
That no more mortgages shall be insured under
this section after October 1, 1962, except pursu-
ant to a commitment to insure before such date,
and not more than twenty-eight thousand fam-
ily housing units shall be contracted for after
June 30, 1959, pursuant to any mortgage insured
under this section after such date.
(b) Eligibility for insurance

To be eligible for insurance under this sub-
chapter a mortgage shall meet the following
conditions:

(1) The mortgaged property shall be held by
a mortgagor approved by the Secretary. The
Secretary may, in his discretion, require such
mortgagor to be regulated or restricted as to
capital structure, and methods of operation.
The Secretary may make such contracts with,
and acquire for not to exceed $100 stock or in-
terest in, any such mortgagor, as the Sec-
retary may deem necessary to render effective
such restriction or regulation. Such stock or
interest shall be paid for out of the General In-
surance Fund, and shall be redeemed by the
mortgagor at par upon the termination of all
obligations of the Secretary under the insur-
ance.

(2) The mortgaged property shall be designed
for use for residential purposes by personnel of
the armed services and situated at or near a
military installation, and the Secretary of De-
fense or his designee shall have certified that

there is no intention, so far as can reasonably
be foreseen, to substantially curtail the per-
sonnel assigned or to be assigned to such in-
stallation, and (i) shall have determined that
for reasons of safety, security, or other essen-
tial military requirements, it is necessary
that the personnel involved reside in public
quarters: Provided, however, That for the pur-
poses of this subsection housing covered by a
mortgage insured, or for which a commitment
to insure has been issued, under this section
prior to August 11, 1955, may be considered the
same as available quarters, and (ii) with the
approval of the Secretary, shall have deter-
mined that adequate housing is not available
for such personnel at reasonable rentals with-
in reasonable commuting distance of the in-
stallation and that the mortgaged property
will not, so far as can reasonably be foreseen,
substantially curtail occupancy in existing
housing covered by mortgages insured under
this chapter. The housing accommodations
shall comply with such standards and condi-
tions as the Secretary may prescribe to estab-
lish the acceptability of such property for
mortgage insurance, except that the certifi-
cation of the Secretary of Defense or his des-
ignee shall (for purposes of mortgage insur-
ance under this subchapter) be conclusive evi-
dence to the Secretary of the existence of the
need for such housing. However, if the Sec-
retary does not concur in the housing needs as
certified by the Secretary of Defense, the Sec-
retary may require the Secretary of Defense
to guarantee the General Insurance Fund
against loss with respect to the mortgage cov-
ering such housing. There are authorized to be
appropriated such sums as may be necessary
to provide for payment to meet losses arising
from such guaranty.

(3) The mortgage shall involve a principal
obligation in an amount—

(A) not to exceed the amount which the
Secretary estimates will be the replacement
cost of the property or project when the pro-
posed improvements are completed (the cost
of the property or project as such term is
used in this paragraph may include the cost
of the land, the physical improvements, and
utilities within the boundaries of the prop-
erty or project);

(B) not to exceed an average of $16,500 per
family unit for such part of such property or
project (including ranges, refrigerators,
shades, screens, and fixtures) as may be at-
tributable to dwelling use: Provided, That
the replacement cost of the property or
project as determined by the Secretary, in-
cluding the estimated value of any usable
utilities within the boundaries of the prop-
erty or project where owned by the United
States and not provided for out of the pro-
ceeds of the mortgage, shall not exceed an
average of $16,500 per family unit: Provided
further, That should the financing of housing
to be constructed pursuant to a single invi-
tation for bids be accomplished by two or
more mortgages, the principal obligation of
any single mortgage may exceed an average
of $16,500 per family unit if the sum of the
principal obligations of all mortgages for
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such housing does not exceed an average of
$16,500 per family unit: And provided further,
That subject to the limitations of this para-
graph no family unit included in any mort-
gaged property shall be contracted for after
June 8, 1960 if the cost of such unit exceeds
$19,800; and

(C) not to exceed the bid of the eligible
bidder with respect to the property or proj-
ect under section 1594 of title 42.

The mortgage shall provide for complete amor-
tization by periodic payments within such terms
as the Secretary shall prescribe, but not to ex-
ceed thirty years from the beginning of amorti-
zation of the mortgage, and shall bear interest
(exclusive of premium charges for insurance) as
not to exceed 41⁄2 per centum per annum of the
amount of the principal obligation outstanding
at any time. The Secretary may consent to the
release of a part or parts of the mortgaged prop-
erty from the lien of the mortgage upon such
terms and conditions as he may prescribe and
the mortgage may provide for such release. The
property or project may include such nondwell-
ing facilities as the Secretary deems adequate to
serve the occupants.
(c) Premium charges

The Secretary is authorized to fix a premium
charge for the insurance of mortgages under this
subchapter but in the case of any mortgage such
charge shall not be less than an amount equiva-
lent to one-half of 1 per centum per annum nor
more than an amount equivalent to 11⁄2 per cen-
tum per annum of the amount of the principal
obligation of the mortgage outstanding at any
time, without taking into account delinquent
payments or prepayments. Such premium
charges shall be payable by the mortgagee, ei-
ther in cash, or in debentures issued by the Sec-
retary under this subchapter at par plus accrued
interest, in such manner as may be prescribed
by the Secretary: Provided, That the Secretary
may require the payment of one or more such
premium charges at the time the mortgage is in-
sured, at such discount rate as he may prescribe
not in excess of the interest rate specified in the
mortgage. If the Secretary finds, upon the pres-
entation of a mortgage for insurance and the
tender of the initial premium charge and such
other charges as the Secretary may require,
that the mortgage complies with the provisions
of this subchapter, such mortgage may be ac-
cepted for insurance by endorsement or other-
wise as the Secretary may prescribe. In the
event that the principal obligation of any mort-
gage accepted for insurance under this sub-
chapter is paid in full prior to the maturity
date, the Secretary is authorized to refund to
the mortgagee for the account of the mortgagor
all, or such portion as he shall determine to be
equitable, of the current unearned premium
charges theretofore paid. The Secretary may re-
duce the payment of premiums provided for
herein. The Secretary is further authorized to
reduce the amount of the premium charge below
one-half of 1 per centum per annum with respect
to any mortgage on property acquired by the
Secretary of Defense or his designee if the mort-
gage is insured pursuant to the provisions of
this subchapter as in effect prior to August 11,
1955.

(d) Default by mortgagor; rights of mortgagee
The failure of the mortgagor to make any pay-

ment due under or provided to be paid by the
terms of a mortgage insured under this sub-
chapter shall be considered a default under such
mortgage, and, if such default continues for a
period of thirty days, the mortgagee shall be en-
titled to receive the benefits of the insurance as
hereinafter provided, upon assignment, transfer,
and delivery to the Secretary, within a period
and in accordance with rules and regulations to
be prescribed by the Secretary of (1) all rights
and interest arising under the mortgage so in
default; (2) all claims of the mortgagee against
the mortgagor or others, arising out of the
mortgage transactions; (3) all policies of title or
other insurance or surety bonds or other guaran-
ties and any and all claims thereunder; (4) any
balance of the mortgage loan not advanced to
the mortgagor; (5) any cash or property held by
the mortgagee, or to which it is entitled, as de-
posits made for the account of the mortgagor
and which have not been applied in reduction of
the principal of the mortgage indebtedness; and
(6) all records, documents, books, papers, and ac-
counts relating to the mortgage transaction.
Upon such assignment, transfer, and delivery,
the obligation of the mortgagee to pay the pre-
mium charges for mortgage insurance shall
cease, and the Secretary shall, subject to the
cash adjustment provided for in subsection (e) of
this section, issue to the mortgagee debentures
having a total face value equal to the value of
the mortgage, and a certificate of claim as here-
inafter provided. For the purposes of this sub-
section, the value of the mortgage shall be de-
termined in accordance with rules and regula-
tions prescribed by the Secretary, by adding to
the amount of the original principal obligation
of the mortgage which was unpaid on the date of
default, the amount the mortgagee may have
paid for (A) taxes, special assessments, and
water rates, which are liens prior to the mort-
gage; (B) insurance on the property; and (C) rea-
sonable expenses for the completion and preser-
vation of the property and any mortgage insur-
ance premiums paid after default; less the sum
of (i) any amount received on account of the
mortgage after such date; and (ii) any net in-
come received by the mortgagee from the prop-
erty after such date.

(e) Debentures; issuance; form and denomination
Debentures issued under this subchapter shall

be in such form and denominations in multiples
of $50, shall be subject to such terms and condi-
tions, and shall include such provisions for re-
demption, if any, as may be prescribed by the
Secretary, with the approval of the Secretary of
the Treasury, and may be in coupon or reg-
istered form. Any difference between the value
of the mortgage determined as herein provided
and the aggregate face value of the debentures
issued, not to exceed $50, shall be adjusted by
the payment of cash by the Secretary to the
mortgagee from the General Insurance Fund.

(f) Debentures; execution; signature; negotiabil-
ity; interest rate; tax exemption; guarantee

Debentures issued under this subchapter shall
be executed in the name of the General Insur-
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ance Fund as obligor, shall be signed by the Sec-
retary, by either his written or engraved signa-
ture, and shall be negotiable. All such deben-
tures shall be dated as of the date of default as
determined in accordance with subsection (d) of
this section, and shall bear interest from such
date at a rate established by the Secretary pur-
suant to section 1715o of this title, payable semi-
annually on the 1st day of January and the 1st
day of July of each year, and shall mature twen-
ty years after the date thereof. Such debentures
shall be exempt, both as to principal and inter-
est, from all taxation (except surtaxes, estate,
inheritance, and gift taxes) now or hereafter im-
posed by any Territory, dependency, or posses-
sion of the United States or by the District of
Columbia, or by any State, county, municipal-
ity, or local taxing authority. They shall be paid
out of the General Insurance Fund, which shall
be primarily liable therefor, and they shall be
fully and unconditionally guaranteed as to prin-
cipal and interest by the United States, and
such guaranty shall be expressed on the face of
the debentures. In the event the General Insur-
ance Fund fails to pay upon demand, when due,
the principal of or interest on any debentures so
guaranteed, the Secretary of the Treasury shall
pay to the holders the amount thereof which is
authorized to be appropriated, and thereupon to
the extent of the amount so paid the Secretary
of the Treasury shall succeed to all the rights of
the holders of such debentures.

(g) Claim certificates
The certificate of claim issued by the Sec-

retary to any mortgagee in connection with the
insurance of mortgages under this subchapter
shall be for an amount determined in accordance
with subsections (e) and (f) of section 1739 of this
title, except that any amount remaining after
the payment of the full amount under the cer-
tificate of claim shall be retained by the Sec-
retary and credited to the General Insurance
Fund.

(h) Laws applicable
The provisions of section 1713(k) and (l) of this

title shall be applicable to mortgages insured
under this subchapter and to property acquired
by the Secretary hereunder, except that as ap-
plied to such mortgages and property, the ref-
erence in section 1713(k) of this title to sub-
section (g) shall be construed to refer to sub-
section (d) of this section.

(i) Secretary�s additional powers to insure cer-
tain mortgages

The Secretary shall also have power to insure
under this subchapter or subchapter II of this
chapter any mortgage executed in connection
with the sale by him of any property acquired
under this subchapter without regard to any
limit as to eligibility, time or aggregate amount
contained in this subchapter or subchapter II of
this chapter.

(j) Conclusiveness and validity of insurance con-
tract

Any contract of insurance executed by the
Secretary under this subchapter shall be conclu-
sive evidence of the eligibility of the mortgage
for insurance and the validity of any contract of

insurance so executed shall be incontestable in
the hands of an approved mortgagee from the
date of the execution of such contract, except
for fraud or misrepresentation on the part of
such approved mortgagee.
(k) Certification as to overtime wages paid to la-

borers and mechanics
The Secretary shall not insure any mortgage

under this section unless the principal contrac-
tor or contractors engaged in the construction
of the project involved file a certificate or cer-
tificates (at such times, in the course of con-
struction or otherwise, as the Secretary may
prescribe) certifying that the laborers and me-
chanics employed in the construction of such
project have been paid not less than one and
one-half times the regular rate of pay for em-
ployment in excess of eight hours in any one day
or in excess of forty hours in any one week.

(June 27, 1934, ch. 847, title VIII, § 803, as added
Aug. 8, 1949, ch. 403, § 1, 63 Stat. 571; amended
Sept. 1, 1951, ch. 378, title VI, § 601(a)–(c), 65 Stat.
312; June 30, 1953, ch. 170, § 10, 67 Stat. 124; June
29, 1954, ch. 410, § 1(2), 68 Stat. 320; Aug. 2, 1954,
ch. 649, title I, §§ 112(c), 128(a), 130, 68 Stat. 593,
609; June 30, 1955, ch. 251, § 1(2), 69 Stat. 225; Aug.
11, 1955, ch. 783, title IV, § 401, 69 Stat. 647; Aug.
7, 1956, ch. 1029, title V, §§ 502–506(a), 70 Stat. 1109,
1110; Pub. L. 85–104, title I, § 108(c), title V, §§ 501,
502, July 12, 1957, 71 Stat. 297, 303; Pub. L. 85–364,
§ 3(b), Apr. 1, 1958, 72 Stat. 73; Pub. L. 86–149, title
IV, § 414(a), Aug. 10, 1959, 73 Stat. 322; Pub. L.
86–372, title VII, § 701, Sept. 23, 1959, 73 Stat. 682;
Pub. L. 86–500, title V, § 507(a), (c), June 8, 1960,
74 Stat. 185, 186; Pub. L. 87–57, title VI, § 607(a),
June 27, 1961, 75 Stat. 111; Pub. L. 87–70, title VI,
§ 604(d), June 30, 1961, 75 Stat. 177; Pub. L. 87–623,
§ 1, Aug. 31, 1962, 76 Stat. 418; Pub. L. 89–117, title
XI, § 1108(u), Aug. 10, 1965, 79 Stat. 506; Pub. L.
90–19, § 1(a)(3), (p), May 25, 1967, 81 Stat. 17, 19;
Pub. L. 96–470, title I, § 107(b), Oct. 19, 1980, 94
Stat. 2238.)

REFERENCES IN TEXT

The General Insurance Fund, referred to in text, was
established by section 1735c of this title.

AMENDMENTS

1980—Subsec. (b)(2). Pub. L. 96–470 struck out provi-
sion requiring the Secretary to report to the Commit-
tees on Banking and Currency of the Senate and the
House of Representatives each instance in which he has
required the Secretary of Defense to guarantee the
General Insurance Fund and the reasons therefor.

1967—Pub. L. 90–19, § 1(a)(3), substituted ‘‘Secretary’’
for ‘‘Commissioner’’ wherever appearing in subsecs. (a),
(b)(1), (2), (3)(A), (B), following (C), and (c) to (k).

Subsec. (b)(2). Pub. L. 90–19, § 1(p)(1)–(4), substituted
‘‘Secretary of Defense’’ for ‘‘Secretary’’ in first, third,
and fourth sentences.

1965—Subsecs. (b)(1), (b)(2), (e), (f), (g). Pub. L. 89–117,
§ 1108(u)(1), substituted ‘‘General Insurance Fund’’ for
‘‘Armed Services Housing Mortgage Insurance Fund’’
wherever appearing.

Subsec. (h). Pub. L. 89–117, § 1108(u)(2), struck out pro-
vision that, as applied to mortgages insured under this
subchapter and to property acquired by the Commis-
sioner hereunder, reference in subsecs. (k) and (l) of
section 1713 of this title to the ‘‘Housing Fund’’ shall be
construed to refer to the ‘‘Armed Services Housing
Mortgage Insurance Fund’’.

1962—Subsec. (a). Pub. L. 87–623 substituted ‘‘mort-
gages shall be insured under this section after October
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1, 1962’’ for ‘‘mortgages shall be insured under this sub-
chapter after October 1, 1962’’.

1961—Subsec. (a). Pub. L. 87–70 made amendment
identical to that made by Pub. L. 87–57.

Pub. L. 87–57 substituted ‘‘October 1, 1962’’ for ‘‘Octo-
ber 1, 1961’’, and ‘‘twenty-eight thousand family units’’
for ‘‘twenty-five thousand family housing units’’.

1960—Subsec. (a). Pub. L. 86–500, § 507(a), substituted
‘‘twenty-five thousand family housing units’’ for
‘‘twenty thousand family housing units’’.

Subsec. (b)(3). Pub. L. 86–500, § 507(c), inserted proviso
prohibiting, subject to the limitations of par. (B), the
contracting for any family unit included in any mort-
gaged property after June 8, 1960, if the cost of the unit
exceeds $19,800.

1959—Subsec. (a). Pub. L. 86–372, § 701(a), substituted
‘‘October 1, 1961’’ for ‘‘September 30, 1960’’.

Pub. L. 86–149 inserted provisions in subsec. (a) to
prohibit insurance of mortgages under this subchapter
after Sept. 30, 1960, and to limit the number of housing
units which may be contracted for after June 30, 1959 to
not more than 20,000.

Subsec. (b)(3). Pub. L. 86–372, § 701(b), (c), substituted
‘‘but not to exceed thirty years from the beginning of
amortization of the mortgage’’ for ‘‘have a maturity of
not to exceed twenty-five years’’, and inserted provi-
sions authorizing the property or project to include
such nondwelling facilities as the Commission deems
adequate to serve the occupants.

Subsec. (c). Pub. L. 86–372, § 701(d), authorized the
Commissioner to reduce the amount of the premium
charge below one-half of 1 per centum per annum with
respect to any mortgage on property acquired by the
Secretary of Defense or his designee if the mortgage is
insured pursuant to the provisions of this subchapter as
in effect prior to August 11, 1955.

Subsec. (k). Pub. L. 86–372, § 701(e), added subsec. (k).
1958—Subsec. (b). Pub. L. 85–364 increased the maxi-

mum amount of interest from 4 to 41⁄2 per centum per
annum.

1957—Subsec. (a). Pub. L. 85–104, § 501, substituted
‘‘June 30, 1959’’ for ‘‘June 30, 1958’’.

Subsec. (b)(3)(B). Pub. L. 85–104, § 502, inserted proviso
that should financing of housing to be constructed pur-
suant to a single invitation for bids be accomplished by
two or more mortgages, any single mortgage may ex-
ceed an average of $16,500 if sum of all mortgages for
such housing does not exceed average of $16,500.

Subsec. (f). Pub. L. 85–104, § 108(c), substituted, in sec-
ond sentence, ‘‘established by the Commissioner pursu-
ant to section 1715o of this title’’ for ‘‘determined by
the Commissioner with the approval of the Secretary of
the Treasury, at the time the mortgage was accepted
for insurance, but not to exceed 3 per centum per
annum’’.

1956—Subsec. (a). Act Aug. 7, 1956, §§ 502, 503, inserted
‘‘(except mortgages insured pursuant to the provisions
of this subchapter in effect prior to August 11, 1955)’’
and substituted ‘‘$2,300,000’’ for ‘‘$1,363,500,000’’ in first
proviso and ‘‘June 30, 1958’’ for ‘‘September 30, 1956’’ in
third proviso.

Subsec. (b)(2). Act Aug. 7, 1956, § 504, required ap-
proval of Commissioner, with determination of Sec-
retary, that new units will not substantially curtail oc-
cupancy in existing houses covered by mortgages in-
sured under this chapter, and provided that if Commis-
sioner requires Secretary to guarantee the armed serv-
ices housing mortgages insurance fund from loss, he
shall report to the Committees on Banking and Cur-
rency of the Senate and House of Representatives each
instance in which he required such a guarantee.

Subsec. (b)(3)(B). Act Aug. 7, 1956, § 505, substituted
‘‘$16,500’’ for ‘‘$13,500’’ in two places, and inserted ‘‘(in-
cluding ranges, refrigerators, shades, screens, and fix-
tures)’’.

Subsec. (b)(3)(C). Act Aug. 7, 1956, § 506(a), substituted
‘‘eligible bidder with respect to’’ for ‘‘eligible builder
of’’.

1955—Subsec. (a). Act Aug. 11, 1955, increased author-
ization from $500,000,000 to $1,363,500,000, and extended

from June 30, 1955, to September 30, 1956, period within
which mortgages can be insured.

Act June 30, 1955, extended termination date, with re-
spect to authority to insure, from June 30, 1955, to July
31, 1955.

Subsec. (b). Act Aug. 11, 1955, authorized issuance of
insurance for units necessary for reasons of safety, se-
curity, or other essential military requirements, or
where adequate housing is not available at reasonable
rentals within reasonable commuting distance, limited
the amount of the mortgage to not more than the re-
placement cost of the property or project, restricted
the amount of the mortgage to not more than an aver-
age of $13,500 for a family unit, and required the mort-
gage to mature in not more than 25 years.

Subsec. (c). Act Aug. 11, 1955, struck out authoriza-
tion of Commissioner to require payment by mortgagee
of an adjusted premium charge in event that principal
obligation of mortgage is paid in full prior to maturity
date.

Subsec. (d). Act Aug. 11, 1955, struck out provisions
which authorized mortgagee to proceed to foreclose
mortgage in event of a default, and which granted
mortgagee right to elect benefits of insurance when the
United States acquires, or commences condemnation
proceedings to acquire, all or a substantial part, of
mortgaged property.

Subsecs. (e) to (h). Act Aug. 11, 1955, substituted
‘‘Armed Services Housing Mortgage Insurance Fund’’
for ‘‘Military Housing Insurance Fund,’’ wherever ap-
pearing.

Subsec. (i). Act Aug. 11, 1955, struck out the power of
the Commissioner to insure under subchapter VI of this
chapter.

Subsec. (j). Act Aug. 11, 1955, reenacted provisions
without change.

Subsec. (k). Act Aug. 11, 1955, struck out provisions
which authorized utilization of the powers of the Fed-
eral National Mortgage Association and of any other
Federal corporation or other Federal agency to pur-
chase, service, or sell any mortgages, or partial inter-
est therein.

1954—Subsec. (a). Acts Aug. 2, 1954, § 128(a), and June
29, 1954, extended termination date, with respect to au-
thority to insure, from July 31, 1954, to June 30, 1955,
and from July 1, 1954, to July 31, 1954, respectively.

Subsec. (b). Act Aug. 2, 1954, § 130, in par. immediately
following subpar. (C) of par. (3) of the subsection, sub-
stituted the requirement that the mortgagor shall
enter into the agreement required by section 1715r of
this title for former provisions relating to certification
of builders’ costs, the certifications now being pre-
scribed into section 1715r.

Subsec. (f). Act Aug. 2, 1954, § 112(c), in second sen-
tence, substituted a twenty-year period for ten-year pe-
riod, with respect to the maturity of debentures.

1953—Subsec. (a). Act June 30, 1953, § 10(a), in second
proviso substituted ‘‘July 1, 1954’’ for ‘‘July 1, 1953’’.

Subsec. (b). Act June 30, 1953, § 10(b), (c), inserted par.
commencing ‘‘The mortgagor shall agree’’; and, in first
sentence of par. commencing ‘‘The mortgage shall pro-
vide’’, substituted ‘‘41⁄2 per centum’’ for ‘‘4 per cen-
tum’’.

1951—Subsec. (a). Act Sept. 1, 1951, § 601(a), sub-
stituted ‘‘July 1, 1953’’ for ‘‘July 1, 1951’’ in second pro-
viso.

Subsec. (b)(3)(C). Act Sept. 1, 1951, § 601(b), inserted
proviso.

Subsec. (d). Act Sept. 1, 1951, § 601(c), inserted ref-
erence to the Atomic Energy Commission in last sen-
tence.

EFFECTIVE DATE OF 1954 AMENDMENT

Amendment by section 112(c) of act Aug. 2, 1954, as
not applicable in any case where the mortgage involved
was insured or the commitment for such insurance was
issued prior to Aug. 2, 1954, see section 112(e) of that
act, set out as a note under section 1710 of this title.

EFFECTIVE DATE OF 1951 AMENDMENT

Act Sept. 1, 1951, § 601(a), provided that the amend-
ment made by that section is effective July 1, 1951.
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SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1715c, 1731b,
1748h–1, 1748h–2, 1748h–3 of this title.

§ 1748c. Repealed. Pub. L. 89�117, title XI,
§ 1108(aa), Aug. 10, 1965, 79 Stat. 507

Section, act June 27, 1934, ch. 847, title VIII, § 804, as
added Aug. 8, 1949, ch. 403, § 1, 63 Stat. 575; amended
Aug. 11, 1955, ch. 783, title IV, § 401, 69 Stat. 650, provided
for disposition and use of excess moneys in Armed
Services Housing Mortgage Insurance Fund, issue and
cancellation of debentures, and receipt and payment of
credits and charges.

§ 1748d. Lease of property; terms and conditions

Whenever the Secretary of the Army, Navy, or
Air Force determines that it is necessary to
lease any land held by the United States on or
near a military installation to effectuate the
purposes of this subchapter, he may lease such
land upon such terms and conditions as will, in
his opinion, best serve the national interest. The
authority conferred by this section shall be in
addition to and not in derogation of any other
power or authority of the Secretary of the
Army, Navy, or Air Force.

(June 27, 1934, ch. 847, title VIII, § 805, as added
Aug. 8, 1949, ch. 403, § 1, 63 Stat. 576; amended
Aug. 11, 1955, ch. 783, title IV, § 401, 69 Stat. 651.)

AMENDMENTS

1955—Act Aug. 11, 1955, struck out specific references
to sections authorizing leases of property, and struck
out the power to sell, transfer, and convey real prop-
erty.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1748h–1 of this
title.

§ 1748e. Mortgages on property in Alaska

The second sentence of section 1715d of this
title, as amended, relating to housing in the
State of Alaska, shall not apply to mortgages
insured under this subchapter on property in
said State.

(June 27, 1934, ch. 847, title VIII, § 806, as added
Aug. 8, 1949, ch. 403, § 1, 63 Stat. 576; amended
Aug. 11, 1955, ch. 783, title IV, § 401, 69 Stat. 651;
Pub. L. 86–70, § 10(d), June 25, 1959, 73 Stat. 143.)

REFERENCES IN TEXT

Section 1715d of this title, referred to in text, was in
the original ‘‘section 214 of the National Housing Act,
as amended’’. Section 214 of that Act was classified
originally to section 1715d of this title and to section
484d of Title 48, Territories and Insular Possessions.
Section 484d of Title 48 has been omitted from the Code.

AMENDMENTS

1959—Pub. L. 86–70 substituted ‘‘State’’ for ‘‘Terri-
tory’’ in two places.

1955—Act Aug. 11, 1955, reenacted section without
change.

§ 1748f. Rules and regulations

The Secretary is authorized and directed to
make such rules and regulations as may be nec-
essary to carry out the provisions of this sub-
chapter.

(June 27, 1934, ch. 847, title VIII, § 807, as added
Aug. 8, 1949, ch. 403, § 1, 63 Stat. 576; amended

Aug. 11, 1955, ch. 783, title IV, § 401, 69 Stat. 651;
Pub. L. 90–19, § 1(a)(3), (q), May 25, 1967, 81 Stat.
17, 19.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ and struck out authorization for appoint-
ment by the Commissioner of a Special Assistant for
Armed Services Housing for Mortgage Insurance with
an adequate staff to expedite operations and eliminate
administrative obstacles to this subchapter, respec-
tively.

1955—Act Aug. 11, 1955, amended section generally,
striking out provisions which stated that nothing
should be construed as exempting property from tax-
ation, and inserting provisions authorizing the Com-
missioner to make rules and regulations and to appoint
a Special Assistant.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1748h–1, 1748h–2
of this title.

§ 1748g. Cost certification

Except in the case of mortgages on multifam-
ily rental housing projects insured under section
1748h–2 of this title, the cost certification re-
quired under section 1715r of this title shall not
be required with respect to mortgages insured
under the provisions of this subchapter.

(June 27, 1934, ch. 847, title VIII, § 808, as added
Aug. 8, 1949, ch. 403, § 1, 63 Stat. 576; amended
Aug. 11, 1955, ch. 783, title IV, § 401, 69 Stat. 651;
Pub. L. 86–372, title VII, § 704(b), Sept. 23, 1959, 73
Stat. 686.)

AMENDMENTS

1959—Pub. L. 86–372 substituted ‘‘Except in the case of
mortgages on multifamily rental housing projects in-
sured under section 1748h–2 of this title, the’’ for
‘‘The’’.

1955—Act Aug. 11, 1955, struck out provisions requir-
ing cost certifications.

§§ 1748g�1, 1748h. Omitted

CODIFICATION

Section 1748g–1, act June 27, 1934, ch. 847, title VIII,
§ 810, as added Sept. 1, 1951, ch. 378, title VI, § 601(d), 65
Stat. 313, which related to mortgages on housing con-
structed for personnel of the Atomic Energy Commis-
sion, was omitted from the amendments to title VIII of
act June 27, 1934, this subchapter, by act Aug. 11, 1955,
ch. 783, title IV, § 401, 69 Stat. 646.

Section 1748h, act June 27, 1934, ch. 847, title VIII,
§ 809, as added May 2, 1950, ch. 151, 64 Stat. 97, which re-
lated to the procurement of services of architects and
engineers by the Secretaries of the Army, Navy and Air
Force to effectuate the purposes of this subchapter, was
omitted from the amendment to title VIII of act June
27, 1934, this subchapter, by act Aug. 11, 1955, ch. 783,
title IV, § 401, 69 Stat. 646.

§ 1748h�1. Civilian employees of Armed Forces

(a) Requirements; certificate of need for housing
and employment status

Notwithstanding any other provisions of this
subchapter and in addition to mortgages insured
under section 1748b of this title, the Secretary
may insure any mortgage under this section
which meets the eligibility requirements set
forth in section 1709(b) of this title: Provided,
That a mortgage insured under this section shall
have been executed by a mortgagor who at the
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1 See References in Text note below.

time of insurance is the owner of the property
and either occupies the property or certifies
that his failure to do so is the result of a change
in his employment by the Armed Forces or a
contractor thereof and to whom the Secretary of
Defense or his designee has issued a certificate
indicating that such person requires housing and
is at the date of the certificate a civilian em-
ployee at a research or development installation
of one of the military departments of the United
States or a contractor thereof and is considered
by such military department to be an essential,
nontemporary employee at such date. Such cer-
tificate shall be conclusive evidence to the Sec-
retary of the employment status of the mortga-
gor and of the mortgagor’s need for housing.
(b) Certification of housing need to Secretary;

guaranty from loss; authorization of appro-
priations

No mortgage shall be insured under this sec-
tion unless the Secretary of Defense or his des-
ignee shall have certified to the Secretary that
the housing is necessary to provide adequate
housing for such civilians employed in connec-
tion with such a research or development instal-
lation and that there is no present intention to
substantially curtail the number of such civilian
personnel assigned or to be assigned to such in-
stallation. Such certification shall be conclusive
evidence to the Secretary of the need for such
housing but if the Secretary determines that in-
surance of mortgages on such housing is not an
acceptable risk, he may require the Secretary of
Defense to guarantee the General Insurance
Fund from loss with respect to mortgages in-
sured pursuant to this section: Provided, That
the Secretary shall relieve the Secretary of De-
fense from any obligation to guarantee the Gen-
eral Insurance Fund from loss with respect to a
mortgage assumed by a person ineligible to re-
ceive a certificate under subsection (a) of this
section, if the original mortgagor is issued an-
other certificate with respect to a mortgage in-
sured under this section on property which the
Secretary determines is not an acceptable risk.
There are authorized to be appropriated such
sums as may be necessary to provide for pay-
ment to meet losses arising from such guaranty.

(c) Economic soundness of property
The Secretary may accept any mortgage for

insurance under this section without regard to
any requirement in any other section of this
chapter, that the project or property be eco-
nomically sound or an acceptable risk.

(d) Insurance benefits to which mortgagee enti-
tled

Any mortgagee under a mortgage insured
under this section is entitled to the benefits of
insurance as provided in section 1710(a) of this
title with respect to mortgages insured under
section 1709 of this title.

(e) Payment of insurance; meaning of terms
The provisions of subsections (b), (c), (d), (e),

(f), (g), (h),1 (j), and (k) 1 of section 1710 of this
title shall apply to mortgages insured under this
section except that as applicable to those mort-

gages: (1) all references to the ‘‘Fund’’ or ‘‘Mu-
tual Mortgage Insurance Fund’’ shall refer to
the ‘‘General Insurance Fund’’ and (2) all ref-
erences to section 1709 of this title shall refer to
this section.
(f) Provisions of subchapter applicable; termi-

nation date
The provisions of sections 1748, 1748a,1 1748b(c),

1748b(i), 1748b(j), 1748c(a),1 1748c(b),1 and 1748f of
this title and the provisions of section 1748b(a)
of this title relating to the aggregate amount of
all mortgages insured under this subchapter,
shall be applicable to mortgages insured under
this section.
(g) Housing for persons employed by National

Aeronautics and Space Administration or
Atomic Energy Commission; guaranty from
loss; definitions

(1) A mortgage secured by property which is
intended to provide housing for a person (i) em-
ployed or assigned to duty at or in connection
with any research or development installation
of the National Aeronautics and Space Adminis-
tration and which is located at or near such in-
stallation, or (ii) employed at any research or
development installation of the Atomic Energy
Commission and which is located at or near such
installation, may (if the mortgage otherwise
meets the requirements of this section) be in-
sured by the Secretary under the provisions of
this section. The Administrator of the National
Aeronautics and Space Administration (or his
designee), in the case of any mortgage secured
by property intended to provide housing for any
person employed or assigned to duty at any such
installation of the National Aeronautics and
Space Administration, or the Chairman of the
Atomic Energy Commission (or his designee), in
the case of any mortgage secured by property
intended to provide housing for any person em-
ployed at such installation of the Atomic En-
ergy Commission, is authorized to guarantee
and indemnify the General Insurance Fund
against loss to the extent required by the Sec-
retary, in accordance with the provisions of sub-
section (b) of this section.

(2) For purposes of this subsection—
(i) The terms ‘‘Armed Forces’’, ‘‘one of the

military departments of the United States’’,
‘‘military department’’, ‘‘Secretary of Defense
or his designee’’, and ‘‘Secretary of Defense’’,
when used in subsections (a) and (b) of this
section, shall be deemed to refer to the Na-
tional Aeronautics and Space Administration
(or the Administrator thereof), or the Atomic
Energy Commission (or the Chairman thereof),
as may be appropriate;

(ii) The term ‘‘Secretary of the Army, Navy,
or Air Force’’, when used in section 1748d of
this title, shall be deemed to refer to the Na-
tional Aeronautics and Space Administration
or the Administrator thereof, as may be appro-
priate;

(iii) The terms ‘‘civilian employee’’, ‘‘civil-
ians’’, and ‘‘civilian personnel’’, as used in this
section, shall be deemed to refer to (A) em-
ployees of the National Aeronautics and Space
Administration or a contractor thereof or to
military personnel assigned to duty at an in-
stallation of the National Aeronautics and
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Space Administration, or (B) persons em-
ployed at or in connection with any research
or development installation of the Atomic En-
ergy Commission, as the case may be; and

(iv) The term ‘‘military installation’’ when
used in section 1748d of this title shall be
deemed to refer to an installation of the Na-
tional Aeronautics and Space Administration.

(June 27, 1934, ch. 847, title VIII, § 809, as added
June 13, 1956, ch. 381, 70 Stat. 273; amended Pub.
L. 86–372, title I, § 116(b), Sept. 23, 1959, 73 Stat.
664; Pub. L. 86–578, July 5, 1960, 74 Stat. 314; Pub.
L. 86–774, § 3, Sept. 13, 1960, 74 Stat. 915; Pub. L.
87–623, § 2, Aug. 31, 1962, 76 Stat. 418; Pub. L.
88–127, § 1, Sept. 23, 1963, 77 Stat. 163; Pub. L.
89–117, title II, § 202(c), title XI, § 1108(v), Aug. 10,
1965, 79 Stat. 466, 506; Pub. L. 90–19, § 1(a)(3), (r),
May 25, 1967, 81 Stat. 17, 19; Pub. L. 91–78, § 2(d),
Sept. 30, 1969, 83 Stat. 125; Pub. L. 91–152, title I,
§ 101(f), Dec. 24, 1969, 83 Stat. 379; Pub. L. 91–432,
§ 1(d), Oct. 2, 1970, 84 Stat. 887; Pub. L. 91–473,
§ 1(d), Oct. 21, 1970, 84 Stat. 1065; Pub. L. 91–525,
§ 1(d), Dec. 1, 1970, 84 Stat. 1384; Pub. L. 91–609,
title I, §§ 101(f), 112, Dec. 31, 1970, 84 Stat. 1770,
1772; Pub. L. 92–503, § 1(f), Oct. 18, 1972, 86 Stat.
906; Pub. L. 93–85, § 1(f), Aug. 10, 1973, 87 Stat. 220;
Pub. L. 93–117, § 1(f), Oct. 2, 1973, 87 Stat. 421;
Pub. L. 93–383, title III, § 316(d), Aug. 22, 1974, 88
Stat. 685; Pub. L. 95–60, § 1(e), June 30, 1977, 91
Stat. 257; Pub. L. 95–80, § 1(e), July 31, 1977, 91
Stat. 339; Pub. L. 95–128, title III, § 301(h), Oct. 12,
1977, 91 Stat. 1131; Pub. L. 95–406, § 1(h), Sept. 30,
1978, 92 Stat. 879; Pub. L. 95–557, title III, § 301(h),
Oct. 31, 1978, 92 Stat. 2096; Pub. L. 96–71, § 1(h),
Sept. 28, 1979, 93 Stat. 501; Pub. L. 96–105, § 1(h),
Nov. 8, 1979, 93 Stat. 794; Pub. L. 96–153, title III,
§ 301(h), Dec. 21, 1979, 93 Stat. 1112; Pub. L. 96–372,
§ 1(h), Oct. 3, 1980, 94 Stat. 1363; Pub. L. 96–399,
title III, § 301(h), Oct. 8, 1980, 94 Stat. 1638; Pub.
L. 97–35, title III, § 331(h)(1), Aug. 13, 1981, 95
Stat. 413; Pub. L. 97–289, § 1(h), Oct. 6, 1982, 96
Stat. 1230; Pub. L. 98–35, § 1(h), May 26, 1983, 97
Stat. 197; Pub. L. 98–109, § 1(h), Oct. 1, 1983, 97
Stat. 745; Pub. L. 98–181, title IV, § 401(g), Nov. 30,
1983, 97 Stat. 1208; Pub. L. 99–120, § 1(h)(1), Oct. 8,
1985, 99 Stat. 503; Pub. L. 99–156, § 1(h)(1), Nov. 15,
1985, 99 Stat. 815; Pub. L. 99–219, § 1(h)(1), Dec. 26,
1985, 99 Stat. 1730; Pub. L. 99–267, § 1(i)(1), Mar. 27,
1986, 100 Stat. 74; Pub. L. 99–272, title III,
§ 3007(h)(1), Apr. 7, 1986, 100 Stat. 105; Pub. L.
99–289, § 1(b), May 2, 1986, 100 Stat. 412; Pub. L.
99–345, § 1, June 24, 1986, 100 Stat. 673; Pub. L.
99–430, Sept. 30, 1986, 100 Stat. 986; Pub. L.
100–122, § 1, Sept. 30, 1987, 101 Stat. 793; Pub. L.
100–154, Nov. 5, 1987, 101 Stat. 890; Pub. L. 100–170,
Nov. 17, 1987, 101 Stat. 914; Pub. L. 100–179, Dec.
3, 1987, 101 Stat. 1018; Pub. L. 100–200, Dec. 21,
1987, 101 Stat. 1327; Pub. L. 100–242, title IV,
§ 401(a)(5), Feb. 5, 1988, 101 Stat. 1898; Pub. L.
101–625, title IX, § 952(b), Nov. 28, 1990, 104 Stat.
4418; Pub. L. 102–550, title IX, § 904(b), Oct. 28,
1992, 106 Stat. 3868.)

REFERENCES IN TEXT

The General Insurance Fund, referred to in text, was
established by section 1735c of this title.

Subsection (h) of section 1710 of this title, referred to
in subsec. (e), was redesignated subsec. (i) by Pub. L.
105–276, title VI, § 602(1), Oct. 21, 1998, 112 Stat. 2674.

Subsection (k) of section 1710 of this title, referred to
in subsec. (e), was repealed by Pub. L. 105–276, title VI,
§ 601(c), Oct. 21, 1998, 112 Stat. 2673.

Sections 1748a and 1748c of this title, referred to in
subsec. (f), were repealed by Pub. L. 89–117, title XI,
§ 1108(aa), Aug. 10, 1965, 79 Stat. 507.

PRIOR PROVISIONS

A prior section 809 of title VIII of act June 27, 1934,
as added May 2, 1950, ch. 151, 64 Stat. 97, which related
to the procurement of services of architects and engi-
neers by the armed services to effectuate purposes of
this subchapter, was classified to section 1748h of this
title.

AMENDMENTS

1992—Subsec. (h). Pub. L. 102–550 struck out subsec.
(h) which related to an Advanced Building Technology
Program. See section 1701j–2(h) of this title.

1990—Subsecs. (h) to (j). Pub. L. 101–625, § 952(b), which
directed the addition of subsec. (h) relating to an Ad-
vanced Building Technology Program and the redesig-
nation of subsecs. (h) and (i) as (i) and (j), respectively,
was executed by adding subsec. (h) because this section
did not contain subsec. (h) or (i).

1988—Subsec. (f). Pub. L. 100–242 struck out ‘‘No more
mortgages shall be insured under this section after
March 15, 1988, except pursuant to a commitment to in-
sure before such date.’’

1987—Subsec. (f). Pub. L. 100–200 substituted ‘‘March
15, 1988’’ for ‘‘December 16, 1987’’.

Pub. L. 100–179 substituted ‘‘December 16, 1987’’ for
‘‘December 2, 1987’’.

Pub. L. 100–170 substituted ‘‘December 2, 1987’’ for
‘‘November 15, 1987’’.

Pub. L. 100–154 substituted ‘‘November 15, 1987’’ for
‘‘October 31, 1987’’.

Pub. L. 100–122 substituted ‘‘October 31, 1987’’ for
‘‘September 30, 1987’’.

1986—Subsec. (f). Pub. L. 99–430 substituted ‘‘Septem-
ber 30, 1987’’ for ‘‘September 30, 1986’’.

Pub. L. 99–345 substituted ‘‘September 30, 1986’’ for
‘‘June 6, 1986’’.

Pub. L. 99–289 substituted ‘‘June 6, 1986’’ for ‘‘April 30,
1986’’.

Pub. L. 99–272 made amendment identical to Pub. L.
99–219. See 1985 Amendment note below.

Pub. L. 99–267 substituted ‘‘April 30, 1986’’ for ‘‘March
17, 1986’’.

1985—Subsec. (f). Pub. L. 99–219 substituted ‘‘March
17, 1986’’ for ‘‘December 15, 1985’’.

Pub. L. 99–156 substituted ‘‘December 15, 1985’’ for
‘‘November 14, 1985’’.

Pub. L. 99–120 substituted ‘‘November 14, 1985’’ for
‘‘September 30, 1985’’.

1983—Subsec. (f). Pub. L. 98–181 substituted ‘‘Septem-
ber 30, 1985’’ for ‘‘November 30, 1983’’.

Pub. L. 98–109 substituted ‘‘November 30, 1983’’ for
‘‘September 30, 1983’’.

Pub. L. 98–35 substituted ‘‘September 30, 1983’’ for
‘‘May 20, 1983’’.

1982—Subsec. (f). Pub. L. 97–289 substituted ‘‘May 20,
1983’’ for ‘‘September 30, 1982’’.

1981—Subsec. (f). Pub. L. 97–35 substituted ‘‘1982’’ for
‘‘1981’’.

1980—Subsec. (f). Pub. L. 96–399 substituted ‘‘Septem-
ber 30, 1981’’ for ‘‘October 15, 1980’’.

Pub. L. 96–372 substituted ‘‘October 15, 1980’’ for ‘‘Sep-
tember 30, 1980’’.

1979—Subsec. (f). Pub. L. 96–153 substituted ‘‘Septem-
ber 30, 1980’’ for ‘‘November 30, 1979’’.

Pub. L. 96–105 substituted ‘‘November 30, 1979’’ for
‘‘October 31, 1979’’.

Pub. L. 96–71 substituted ‘‘October 31, 1979’’ for ‘‘Sep-
tember 30, 1979’’.

1978—Subsec. (f). Pub. L. 95–557 substituted ‘‘Septem-
ber 30, 1979’’ for ‘‘October 31, 1978’’.

Pub. L. 95–406 substituted ‘‘October 31, 1978’’ for ‘‘Sep-
tember 30, 1978’’.

1977—Subsec. (f). Pub. L. 95–128 substituted ‘‘Septem-
ber 30, 1978’’ for ‘‘September 30, 1977’’.

Pub. L. 95–80 substituted ‘‘September 30, 1977’’ for
‘‘July 31, 1977’’.
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Pub. L. 95–60 substituted ‘‘July 31, 1977’’ for ‘‘June 30,
1977’’.

1974—Subsec. (f). Pub. L. 93–383 substituted ‘‘June 30,
1977’’ for ‘‘October 1, 1974’’.

1973—Subsec. (f). Pub. L. 93–117 substituted ‘‘October
1, 1974’’ for ‘‘October 1, 1973’’.

Pub. L. 93–85 substituted ‘‘October 1, 1973’’ for ‘‘June
30, 1973’’.

1972—Subsec. (f). Pub. L. 92–503 substituted ‘‘June 30,
1973’’ for ‘‘October 1, 1972’’.

1970—Subsec. (b). Pub. L. 91–609, § 112, inserted the
proviso.

Subsec. (f). Pub. L. 91–609, § 101(f), substituted ‘‘Octo-
ber 1, 1972’’ for ‘‘January 1, 1971’’.

Pub. L. 91–525 substituted ‘‘January 1, 1971’’ for ‘‘De-
cember 1, 1970’’.

Pub. L. 91–473 substituted ‘‘December 1, 1970’’ for ‘‘No-
vember 1, 1970’’.

Pub. L. 91–432 substituted ‘‘November 1, 1970’’ for ‘‘Oc-
tober 1, 1970’’.

1969—Subsec. (f). Pub. L. 91–152 substituted ‘‘October
1, 1970’’ for ‘‘January 1, 1970’’.

Pub. L. 91–78 substituted ‘‘January 1, 1970’’ for ‘‘Octo-
ber 1, 1969’’.

1967—Pub. L. 90–19, § 1(a)(3), substituted ‘‘Secretary’’
for ‘‘Commissioner’’ wherever appearing in subsecs. (a)
to (c) and (g)(1).

Subsec. (a). Pub. L. 90–19, § 1(r)(1), substituted ‘‘Sec-
retary of Defense’’ for ‘‘Secretary’’.

Subsec. (b). Pub. L. 90–19, § 1(r)(1), (2), substituted
‘‘Secretary of Defense’’ for ‘‘Secretary’’ wherever ap-
pearing.

Subsec. (g)(2). Pub. L. 90–19, § 1(r)(3), (4), substituted
‘‘Secretary of Defense’’ for ‘‘Secretary’’ in cl. (i) and
‘‘the National Aeronautics and Space Administration’’
for ‘‘such Administration’’, wherever appearing, respec-
tively.

1965—Subsecs. (b), (e). Pub. L. 89–117, § 1108(v), sub-
stituted ‘‘General Insurance Fund’’ for ‘‘Armed Serv-
ices Housing Mortgage Insurance Fund’’ wherever ap-
pearing.

Subsec. (f). Pub. L. 89–117, § 202(c), substituted ‘‘Octo-
ber 1, 1969’’ for ‘‘October 1, 1965’’.

Subsec. (g). Pub. L. 89–117, § 1108(v), substituted ‘‘Gen-
eral Insurance Fund’’ for ‘‘Armed Services Housing
Mortgage Insurance Fund’’ wherever appearing.

1963—Subsec. (f). Pub. L. 88–127, § 1(1), substituted
‘‘October 1, 1965’’ for ‘‘October 1, 1963’’.

Subsec. (g)(1). Pub. L. 88–127, § 1(2), substituted ‘‘or in
connection with any’’ for ‘‘a’’, struck out requirement
that such installation belong to a military department
of the United States on or after June 13, 1956, before its
transfer to the Administration, in cl. (i), and extended
cl. (ii) to include persons at any installation of the
Atomic Energy Commission instead of only the one in
Los Alamos County, N. Mex.

Subsec. (g)(2)(iii). Pub. L. 88–127, § 1(3), extended cl.
(B) to include persons at any installation of the Atomic
Energy Commission instead of only the one in Los Ala-
mos, N. Mex.

1962—Subsec. (f). Pub. L. 87–623 provided that no
mortgages shall be insured under this section after Oc-
tober 1, 1963, except pursuant to a commitment before
such date, and struck out ‘‘and the expiration date of
the Commissioner’s authority to insure’’ after ‘‘amount
of all mortgages insured’’.

1960—Subsec. (g). Pub. L. 86–774 designated part of ex-
isting provisions as par. (1), inserting cl. (ii) and ‘‘in
the case of any mortgage secured by property intended
to provide housing for any person employed or assigned
to duty at any such installation of the National Aero-
nautics and Space Administration, or the Chairman of
the Atomic Energy Commission (or his designee), in the
case of any mortgage secured by property intended to
provide housing for any person employed at such in-
stallation of the Atomic Energy Commission’’ and
striking out ‘‘in the case of mortgages referred to in
this subsection’’ after ‘‘subsection (b) of this section’’,
and designated cl. (1) as par. (2)(i) and (ii), cl. (2) as par.
(2)(iii), adding subpar. (B), and cl. (3) as par. (2)(iv).

Subsec. (g). Pub. L. 86–578 added subsec. (g).
1959—Subsec. (e). Pub. L. 86–372 inserted reference to

subsec. (k) to section 1710 of this title.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

TRANSFER OF FUNCTIONS

Atomic Energy Commission abolished and functions
transferred by sections 5814 and 5841 of Title 42, The
Public Health and Welfare. See also Transfer of Func-
tions notes set out under those sections.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1748h–3 of this
title.

§ 1748h�2. Insurance of mortgages for defense
housing for impacted areas

(a) Authorization
Notwithstanding any other provision of this

subchapter, the Secretary may insure and make
commitments to insure any mortgage under this
section which meets the eligibility requirements
hereinafter set forth.
(b) Eligibility requirements

No mortgage shall be insured under this sec-
tion unless (1) the housing which is covered by
the insured mortgage is necessary in the inter-
est of national security in order to provide ade-
quate housing for (A) military personnel and es-
sential civilian personnel serving or employed in
connection with any installation of one of the
armed services of the United States, or (B) es-
sential personnel employed or assigned to duty
at or in connection with any research or devel-
opment installation of the National Aeronautics
and Space Administration or of the Atomic En-
ergy Commission, (2) there is no present inten-
tion to curtail substantially the number of such
personnel assigned or to be assigned to the in-
stallation, (3) adequate housing is not available
for such personnel at reasonable rentals within
reasonable commuting distances of such instal-
lation, and (4) the mortgaged property will not
so far as can be reasonably foreseen substan-
tially curtail occupancy in any existing housing
in the vicinity of the installation which is cov-
ered by mortgages insured under this chapter.
(c) Economical soundness of property or project

The Secretary may accept any mortgage for
insurance under this section without regard to
any requirement in any other section of this
chapter that the property or project be economi-
cally sound.
(d) Rental conditions; preferences and priorities

in the sale or rental of dwellings
The Secretary shall require each project cov-

ered by a mortgage insured under this section to
be held for rental for a period of not less than
five years after the project or dwelling is made
available for initial occupancy or until he finds
that the housing may be released from such
rental condition. The Secretary shall prescribe
such procedures as in his judgment are nec-
essary to secure reasonable preference or prior-
ity in the sale or rental of dwellings covered by
a mortgage insured under this section for mili-
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1 See References in Text note below.

tary personnel and essential civilian employees
of the armed services, employees of contractors
for the armed services, and persons described in
clause (1)(B) of subsection (b) of this section.
(e) Property held by mortgagor approved by Sec-

retary; acquisition of stock or interest; re-
demption

For the purpose of providing multifamily rent-
al housing projects or housing projects consist-
ing of individual single-family dwellings for
sale, the Secretary is authorized to insure mort-
gages (including advances on such mortgages
during construction) which cover property held
by a mortgagor approved by the Secretary. Any
such mortgagor shall possess powers necessary
therefor and incidental thereto and shall until
the termination of all obligations of the Sec-
retary under such insurance be regulated or re-
stricted as to rents or sales, charges, capital
structure, rate of return, and methods of oper-
ation to such extent and in such manner as to
provide reasonable rentals to tenants and a rea-
sonable return on the investment. The Sec-
retary may make such contracts with, and ac-
quire for not to exceed $100 such stock or inter-
est in, any such mortgagor as he may deem nec-
essary to render effective such restriction or
regulation. Such stock or interest shall be paid
for out of the General Insurance Fund, and shall
be redeemed by the mortgagor at par upon the
termination of all obligations of the Secretary
under the insurance.
(f) Mortgage limitations for multifamily rental

property or project
To be eligible for insurance under this section,

a mortgage on any multifamily rental property
or project shall involve a principal obligation in
an amount not to exceed, for such part of such
property or project as may be attributable to
dwelling use, $9,000 per family unit without a
bedroom, $12,500 per family unit with one bed-
room, $15,000 per family unit with two bedrooms,
and $18,500 per family unit with three or more
bedrooms, and not to exceed 90 per centum of
the estimated value of the property or project
when the proposed physical improvements are
completed. The Secretary may, by regulation,
increase any of the foregoing dollar amount lim-
itations contained in this paragraph by not to
exceed 45 per centum in any geographical area
where he finds that cost levels so require.
(g) Mortgage limitation for property or project

constructed for eventual sale of single-family
dwellings

To be eligible for insurance under this section
a mortgage on any property or project con-
structed for eventual sale of single-family dwell-
ings shall involve a principal obligation in an
amount not to exceed a sum computed on the
basis of a separate mortgage for each single-
family dwelling (irrespective of whether such
dwelling has a party wall or is otherwise phys-
ically connected with another dwelling or dwell-
ings) comprising the property or project equal
to the total of each of the maximum principal
obligations of such mortgages which would meet
the requirements of section 1709(b)(2) of this
title if the mortgagor were the owner and occu-
pant who had made the required payment on ac-

count of the property prescribed in such para-
graph.

(h) Amortization; interest; release of part of
mortgaged property from lien; replacement
of certain mortgages by individual mort-
gages; commercial and community facilities

Any mortgage insured under this section shall
provide for complete amortization by periodic
payments within such terms as the Secretary
may prescribe but not to exceed the maximum
term applicable to mortgages under section 1713
of this title and shall bear interest at such rate
as may be agreed upon by the mortgagor and the
mortgagee, except that individual mortgages of
the character described in subsection (g) of this
section covering the individual dwellings in the
project may have a term not in excess of the
maximum term applicable to mortgages insured
under section 1709 of this title or the unexpired
term of the project mortgage at the time of the
release of the mortgaged property from such
project mortgage, whichever is the greater, and
shall bear interest at such rate as may be agreed
upon by the mortgagor and the mortgagee. The
Secretary may consent to the release of a part
or parts of the mortgaged property from the lien
of the mortgage upon such terms and conditions
as he may prescribe and the mortgage may pro-
vide for such release, and a mortgage of the
character described in subsection (g) of this sec-
tion may provide that, at any time after the re-
lease of the project from the rental period pre-
scribed by subsection (d) of this section, such
mortgage may be replaced, in whole or in part,
by individual mortgages covering each individ-
ual dwelling in the project in amounts not to ex-
ceed the unpaid balance of the blanket mortgage
allocable to the individual property. Each such
individual mortgage may be insured under this
section. Property covered by a mortgage insured
under this section may include eight or more
family units and may include such commercial
and community facilities as the Secretary
deems adequate to serve the occupants.

(i) Limitation on aggregate number of dwelling
units

The aggregate number of dwelling units (in-
cluding all units in multifamily projects or indi-
vidual dwellings) covered by outstanding com-
mitments to insure and mortgages insured
under this section shall at no time exceed five
thousand dwelling units.

(j) Applicability of other laws
The provisions of subsections (d), (e), (g), (h),

(i), (j), (k), (l), and (n) of section 1713 of this title
shall be applicable to mortgages insured under
this section except individual mortgages of the
character described in subsection (g) of this sec-
tion covering the individual dwellings in the
project, and as to such individual mortgages the
provisions of subsections (a), (c), (d), (e), (f), (g),
(h),1 (j), and (k) 1 of section 1710 of this title shall
be applicable: Provided, That wherever the words
‘‘Fund’’ or ‘‘Mutual Mortgage Insurance Fund’’
appear in section 1710 of this title, such ref-
erence shall refer to the General Insurance Fund
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with respect to mortgages insured under this
section.
(k) Aggregate amount of mortgages insured; ter-

mination date
The provisions of sections 1748, 1748a,1 1748b(c),

1748b(i), 1748b(j), 1748c(a), 1748c(b),1 and 1748f of
this title and the provisions of section 1748b(a)
of this title relating to the aggregate amount of
all mortgages insured under this subchapter
shall be applicable to mortgages insured under
this section.

(June 27, 1934, ch. 847, title VIII, § 810, as added
Pub. L. 86–372, title VII, § 704(a), Sept. 23, 1959, 73
Stat. 683; amended Pub. L. 87–70, title VI,
§ 611(a), June 30, 1961, 75 Stat. 180; Pub. L. 87–623,
§ 3, Aug. 31, 1962, 76 Stat. 418; Pub. L. 88–127, § 2,
Sept. 23, 1963, 77 Stat. 163; Pub. L. 88–560, title I,
§ 107(f), Sept. 2, 1964, 78 Stat. 776; Pub. L. 89–117,
title II, § 202(c), title XI, § 1108(w), Aug. 10, 1965,
79 Stat. 466, 506; Pub. L. 90–19, § 1(a)(3), May 25,
1967, 81 Stat. 17; Pub. L. 90–448, title XVII,
§ 1722(f), Aug. 1, 1968, 82 Stat. 611; Pub. L. 91–78,
§ 2(e), Sept. 30, 1969, 83 Stat. 125; Pub. L. 91–152,
title I, § 101(g), Dec. 24, 1969, 83 Stat. 379; Pub. L.
91–432, § 1(e), Oct. 2, 1970, 84 Stat. 887; Pub. L.
91–473, § 1(e), Oct. 21, 1970, 84 Stat. 1065; Pub. L.
91–525, § 1(e), Dec. 1, 1970, 84 Stat. 1384; Pub. L.
91–609, title I, § 101(g), Dec. 31, 1970, 84 Stat. 1770;
Pub. L. 92–503, § 1(g), Oct. 18, 1972, 86 Stat. 906;
Pub. L. 93–85, § 1(g), Aug. 10, 1973, 87 Stat. 220;
Pub. L. 93–117, § 1(g), Oct. 2, 1973, 87 Stat. 421;
Pub. L. 93–383, title III, §§ 304(j), 316(e), Aug. 22,
1974, 88 Stat. 678, 685; Pub. L. 95–60, § 1(f), June 30,
1977, 91 Stat. 257; Pub. L. 95–80, § 1(f), July 31,
1977, 91 Stat. 339; Pub. L. 95–128, title III, § 301(i),
Oct. 12, 1977, 91 Stat. 1131; Pub. L. 95–406, § 1(i),
Sept. 30, 1978, 92 Stat. 879; Pub. L. 95–557, title
III, § 301(i), Oct. 31, 1978, 92 Stat. 2096; Pub. L.
96–71, § 1(i), Sept. 28, 1979, 93 Stat. 501; Pub. L.
96–105, § 1(i), Nov. 8, 1979, 93 Stat. 794; Pub. L.
96–153, title III, § 301(i), Dec. 21, 1979, 93 Stat.
1112; Pub. L. 96–372, § 1(i), Oct. 3, 1980, 94 Stat.
1363; Pub. L. 96–399, title III, § 301(i), Oct. 8, 1980,
94 Stat. 1639; Pub. L. 97–35, title III, § 331(h)(2),
Aug. 13, 1981, 95 Stat. 413; Pub. L. 97–289, § 1(i),
Oct. 6, 1982, 96 Stat. 1230; Pub. L. 98–35, § 1(i),
May 26, 1983, 97 Stat. 197; Pub. L. 98–109, § 1(i),
Oct. 1, 1983, 97 Stat. 745; Pub. L. 98–181, title IV,
§ 401(h), Nov. 30, 1983, 97 Stat. 1208; Pub. L. 99–120,
§ 1(h)(2), Oct. 8, 1985, 99 Stat. 503; Pub. L. 99–156,
§ 1(h)(2), Nov. 15, 1985, 99 Stat. 816; Pub. L. 99–219,
§ 1(h)(2), Dec. 26, 1985, 99 Stat. 1731; Pub. L.
99–267, § 1(i)(2), Mar. 27, 1986, 100 Stat. 74; Pub. L.
99–272, title III, § 3007(h)(2), Apr. 7, 1986, 100 Stat.
105; Pub. L. 99–289, § 1(b), May 2, 1986, 100 Stat.
412; Pub. L. 99–345, § 1, June 24, 1986, 100 Stat. 673;
Pub. L. 99–430, Sept. 30, 1986, 100 Stat. 986; Pub.
L. 100–122, § 1, Sept. 30, 1987, 101 Stat. 793; Pub. L.
100–154, Nov. 5, 1987, 101 Stat. 890; Pub. L. 100–170,
Nov. 17, 1987, 101 Stat. 914; Pub. L. 100–179, Dec.
3, 1987, 101 Stat. 1018; Pub. L. 100–200, Dec. 21,
1987, 101 Stat. 1327; Pub. L. 100–242, title IV,
§§ 401(a)(6), 429(k), Feb. 5, 1988, 101 Stat. 1898,
1919.)

REFERENCES IN TEXT

The General Insurance Fund, referred to in text, was
established by section 1735c of this title.

Subsection (h) of section 1710 of this title, referred to
in subsec. (j), was redesignated subsec. (i) by Pub. L.
105–276, title VI, § 602(1), Oct. 21, 1998, 112 Stat. 2674.

Subsection (k) of section 1710 of this title, referred to
in subsec. (j), was repealed by Pub. L. 105–276, title VI,
§ 601(c), Oct. 21, 1998, 112 Stat. 2673.

Sections 1748a and 1748c of this title, referred to in
subsec. (k), were repealed by Pub. L. 89–117, title XI,
§ 1108 (aa), Aug. 10, 1965, 79 Stat. 507.

PRIOR PROVISIONS

A prior section 810 of title VIII of act June 27, 1934,
ch. 847, as added Sept. 1, 1951, ch. 378, title VI, § 601(d),
65 Stat. 313, which related to mortgage on housing con-
structed for personnel of the Atomic Energy Commis-
sion, was classified to section 1748g–1 of this title.

AMENDMENTS

1988—Subsec. (h). Pub. L. 100–242, § 429(k), substituted
‘‘at such rate as may be agreed upon by the mortgagor
and the mortgagee’’ for ‘‘(exclusive of premium charges
for insurance) at not to exceed the rate applicable to
mortgages insured under section 1713 of this title’’ and
‘‘such rate as may be agreed upon by the mortgagor
and the mortgagee’’ for ‘‘not to exceed the rate applica-
ble to mortgages insured under section 1709 of this
title’’.

Subsec. (k). Pub. L. 100–242, § 401(a)(6), struck out ‘‘No
more mortgages shall be insured under this section
after March 15, 1988, except pursuant to a commitment
to insure before such date.’’

1987—Subsec. (k). Pub. L. 100–200 substituted ‘‘March
15, 1988’’ for ‘‘December 16, 1987’’.

Pub. L. 100–179 substituted ‘‘December 16, 1987’’ for
‘‘December 2, 1987’’.

Pub. L. 100–170 substituted ‘‘December 2, 1987’’ for
‘‘November 15, 1987’’.

Pub. L. 100–154 substituted ‘‘November 15, 1987’’ for
‘‘October 31, 1987’’.

Pub. L. 100–122 substituted ‘‘October 31, 1987’’ for
‘‘September 30, 1987’’.

1986—Subsec. (k). Pub. L. 99–430 substituted ‘‘Septem-
ber 30, 1987’’ for ‘‘September 30, 1986’’.

Pub. L. 99–345 substituted ‘‘September 30, 1986’’ for
‘‘June 6, 1986’’.

Pub. L. 99–289 substituted ‘‘June 6, 1986’’ for ‘‘April 30,
1986’’.

Pub. L. 99–272 made amendment identical to Pub. L.
99–219. See 1985 Amendment note below.

Pub. L. 99–267 substituted ‘‘April 30, 1986’’ for ‘‘March
17, 1986’’.

1985—Subsec. (k). Pub. L. 99–219 substituted ‘‘March
17, 1986’’ for ‘‘December 15, 1985’’.

Pub. L. 99–156 substituted ‘‘December 15, 1985’’ for
‘‘November 14, 1985’’.

Pub. L. 99–120 substituted ‘‘November 14, 1985’’ for
‘‘September 30, 1985’’.

1983—Subsec. (k). Pub. L. 98–181 substituted ‘‘Septem-
ber 30, 1985’’ for ‘‘November 30, 1983’’.

Pub. L. 98–109 substituted ‘‘November 30, 1983’’ for
‘‘September 30, 1983’’.

Pub. L. 98–35 substituted ‘‘September 30, 1983’’ for
‘‘May 20, 1983’’.

1982—Subsec. (k). Pub. L. 97–289 substituted ‘‘May 20,
1983’’ for ‘‘September 30, 1982’’.

1981—Subsec. (k). Pub. L. 97–35 substituted ‘‘1982’’ for
‘‘1981’’.

1980—Subsec. (k). Pub. L. 96–399 substituted ‘‘Septem-
ber 30, 1981’’ for ‘‘October 15, 1980’’.

Pub. L. 96–372 substituted ‘‘October 15, 1980’’ for ‘‘Sep-
tember 30, 1980’’.

1979—Subsec. (k). Pub. L. 96–153 substituted ‘‘Septem-
ber 30, 1980’’ for ‘‘November 30, 1979’’.

Pub. L. 96–105 substituted ‘‘November 30, 1979’’ for
‘‘October 31, 1979’’.

Pub. L. 96–71 substituted ‘‘October 31, 1979’’ for ‘‘Sep-
tember 30, 1979’’.

1978—Subsec. (k). Pub. L. 95–557 substituted ‘‘Septem-
ber 30, 1979’’ for ‘‘October 31, 1978’’.

Pub. L. 95–406 substituted ‘‘October 31, 1978’’ for ‘‘Sep-
tember 30, 1978’’.

1977—Subsec. (k). Pub. L. 95–128 substituted ‘‘Septem-
ber 30, 1978’’ for ‘‘September 30, 1977’’.
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Pub. L. 95–80 substituted ‘‘September 30, 1977’’ for
‘‘July 31, 1977’’.

Pub. L. 95–60 substituted ‘‘July 31, 1977’’ for ‘‘June 30,
1977’’.

1974—Subsec. (f). Pub. L. 93–383, § 304(j)(1), struck out
‘‘(1) not to exceed $5,000,000 or (2)’’ after ‘‘in an
amount’’.

Subsec. (g). Pub. L. 93–383, § 304(j)(2), struck out ‘‘not
to exceed $5,000,000 and’’ after ‘‘in an amount’’.

Subsec. (k). Pub. L. 93–383, § 316(e), substituted ‘‘June
30, 1977’’ for ‘‘October 1, 1974’’.

1973—Subsec. (k). Pub. L. 93–117 substituted ‘‘October
1, 1974’’ for ‘‘October 1, 1973’’.

Pub. L. 93–85 substituted ‘‘October 1, 1973’’ for ‘‘June
30, 1973’’.

1972—Subsec. (k). Pub. L. 92–503 substituted ‘‘June 30,
1973’’ for ‘‘October 1, 1972’’.

1970—Subsec. (k). Pub. L. 91–609 substituted ‘‘October
1, 1972’’ for ‘‘January 1, 1971’’.

Pub. L. 91–525 substituted ‘‘January 1, 1971’’ for ‘‘De-
cember 1, 1970’’.

Pub. L. 91–473 substituted ‘‘December 1, 1970’’ for ‘‘No-
vember 1, 1970’’.

Pub. L. 91–432 substituted ‘‘November 1, 1970’’ for ‘‘Oc-
tober 1, 1970’’.

1969—Subsec. (k). Pub. L. 91–152 substituted ‘‘October
1, 1970’’ for ‘‘January 1, 1970’’.

Pub. L. 91–78 substituted ‘‘January 1, 1970’’ for ‘‘Octo-
ber 1, 1969’’.

1968—Subsec. (e). Pub. L. 90–448 substituted ‘‘mortga-
gor approved by the Secretary’’ for ‘‘private corpora-
tion, association, cooperative society, or trust’’ in first
sentence, and ‘‘mortgagor’’ for ‘‘corporation, associa-
tion, cooperative society, or trust’’ in third and fourth
sentences.

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing in subsecs. (a), (c) to (f),
and (h).

1965—Subsec. (e). Pub. L. 89–117, § 1108(w)(1), sub-
stituted ‘‘General Insurance Fund’’ for ‘‘Armed Serv-
ices Housing Mortgage Insurance Fund’’.

Subsec. (j). Pub. L. 89–117, § 1108(w)(2), (3), struck out
reference to subsecs. (m) and (p) of section 1713 of this
title and, in proviso, substituted ‘‘General Insurance
Fund’’ for ‘‘Armed Services Housing Mortgage Insur-
ance Fund’’ and struck out reference to the appearance
of ‘‘Housing Insurance Fund’’ in sections 1710 and 1713
of this title and the appearance of ‘‘Fund’’ or ‘‘Mutual
Mortgage Insurance Fund’’ in section 1713 of this title.

Subsec. (k). Pub. L. 89–117, § 202(c), substituted ‘‘Octo-
ber 1, 1969’’ for ‘‘October 1, 1965’’.

1964—Subsec. (f). Pub. L. 88–560 changed limits on
mortgages for multifamily rental property or project,
in cl. (2) of the first sentence from ‘‘$2,500 per room (or
$9,000 per family unit if the number of rooms in such
property or project is less than four per family unit)’’
to ‘‘$9,000 per family unit without a bedroom, $12,500
per family unit with one bedroom, $15,000 per family
unit with two bedrooms, and $18,500 per family unit
with three or more bedrooms’’; and, in the second sen-
tence, inserted ‘‘, by regulation,’’ and substituted pro-
visions authorizing an increase ‘‘by not to exceed 45 per
centum’’ of any of such limits because of cost levels for
former provision authorizing such an increase ‘‘by not
to exceed $1,000 per room’’, respectively.

1963—Subsec. (b)(1). Pub. L. 88–127, § 2(1), included es-
sential personnel employed or assigned to duty at or in
connection with any research or development installa-
tion of the National Aeronautics and Space Adminis-
tration or of the Atomic Energy Commission.

Subsec. (d). Pub. L. 88–127, § 2(2), included persons de-
scribed in cl. (1)(B) of subsec. (b) of this section.

Subsec. (k). Pub. L. 88–127, § 2(3), substituted ‘‘October
1, 1965’’ for ‘‘October 1, 1963’’.

1962—Subsec. (k). Pub. L. 87–623 provided that no
mortgages shall be insured under this section after Oc-
tober 1, 1963, except pursuant to a commitment before
such date, and struck out ‘‘and the expiration date of
the Commissioner’s authority to insure’’ after ‘‘amount
of all mortgages insured’’.

1961—Subsec. (b). Pub. L. 87–70, § 611(a)(1), struck out
provisions which required certification by Secretary of
Defense or his designee.

Subsec. (d). Pub. L. 87–70, § 611(a)(2), struck out provi-
sions which related to certification and advice of Sec-
retary of Defense or his designee.

Subsec. (l). Pub. L. 87–70, § 611(a)(3), repealed subsec.
(l) which required Secretary of Defense to guarantee
Armed Services Housing Mortgage Insurance Fund
from loss.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

TRANSFER OF FUNCTIONS

Atomic Energy Commission abolished and functions
transferred by sections 5814 and 5841 of Title 42, The
Public Health and Welfare. See, also, Transfer of Func-
tions notes set out under those sections.

AMENDMENTS TO PROVISIONS FOR FAMILY UNIT LIMITS
ON RENTAL HOUSING; EQUITABLE APPLICATION OF
SUCH AMENDMENTS OR PRE-AMENDMENT PROVISIONS
TO PROJECTS SUBMITTED FOR CONSIDERATION PRIOR
TO SEPTEMBER 2, 1964

Equitable application of amendment to subsec. (f) of
this section by section 107(f) of Pub. L. 88–560 or pre-
amendment provisions to projects submitted for con-
sideration prior to Sept. 2, 1964, see section 107(g) of
Pub. L. 88–560, set out as a note under section 1713 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1715c, 1715r,
1748g, 1748h–3 of this title.

§ 1748h�3. Payments in lieu of taxes; limitations;
exemption from taxation

(a) The Secretary is authorized to make pay-
ments in lieu of taxes on any real property to
which title has been or is hereafter acquired by
him in fee under section 1748b of this title as ef-
fective prior to August 11, 1955, and on which
taxes or payments in lieu of such taxes were
payable or paid prior to acquisition by the Sec-
retary. Such payments may be made in connec-
tion with tax years occurring prior to or subse-
quent to October 5, 1962. The amount of any such
payments shall not exceed taxes on similar
property and shall not include interest or pen-
alties. If the Secretary has acquired or hereafter
acquires title in fee to real property by fore-
closure or by transfer from some other depart-
ment or agency of the Government or otherwise
during a tax year, he may make a payment in
lieu of taxes prorated for that portion of the
year remaining after his acquisition of title.
This subsection shall not authorize any lien
against property held by the Secretary, nor the
payment of any tax, nor any payment in lieu of
any tax, on any interest of the Secretary as les-
see or mortgagee.

(b) Nothing in this subchapter shall be con-
strued to exempt any real property which has
been or is hereafter acquired and held by the
Secretary under section 1748h–1 or 1748h–2 of this
title from taxation by any State or political
subdivision thereof, to the same extent, accord-
ing to its value, as other real property is taxed.

(June 27, 1934, ch. 847, title VIII, § 811, as added
Pub. L. 87–756, Oct. 5, 1962, 76 Stat. 751; amended
Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81 Stat. 17.)
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AMENDMENTS

1967—Subsecs. (a), (b). Pub. L. 90–19 substituted ‘‘Sec-
retary’’ for ‘‘Commissioner’’ wherever appearing.

§ 1748i. Omitted

CODIFICATION

Section, act Sept. 28, 1951, ch. 434, title V, § 505, 65
Stat. 365, related to appropriation and expenditure of
funds for acquisition of land, installation of outside
utilities, and site preparation for housing projects con-
structed under this subchapter.

SUBCHAPTER IX—HOUSING FOR
EDUCATIONAL INSTITUTIONS

§§ 1749 to 1749c. Repealed. Pub. L. 99�498, title
VII, § 702, Oct. 17, 1986, 100 Stat. 1545

Section 1749, acts Apr. 20, 1950, ch. 94, title IV, § 401,
64 Stat. 77; June 30, 1953, ch. 170, § 24(b), 67 Stat. 128;
Aug. 2, 1954, ch. 649, title VIII, § 808(b), 68 Stat. 646; Aug.
11, 1955, ch. 783, title III, § 301, 69 Stat. 644; Aug. 7, 1956,
ch. 1029, title VI, § 601, 70 Stat. 1113; July 12, 1957, Pub.
L. 85–104, title VI, § 601(a), 71 Stat. 303; Sept. 23, 1959,
Pub. L. 86–372, title VI, §§ 601, 603(b), 73 Stat. 681, 682;
Sept. 14, 1960, Pub. L. 86–788, § 2(b), 74 Stat. 1028; June
30, 1961, Pub. L. 87–70, title IV, § 401, 75 Stat. 172; Aug.
10, 1965, Pub. L. 89–117, title VI, §§ 601, 602, 604(b), 79
Stat. 489; May 24, 1966, Pub. L. 89–429, § 3(b), 80 Stat. 166;
Nov. 3, 1966, Pub. L. 89–754, title X, § 1014(b), 80 Stat.
1292; May 25, 1967, Pub. L. 90–19, § 8(a), 81 Stat. 22; Aug.
1, 1968, Pub. L. 90–448, title XVII, § 1705(b)–(e), (g)(1), 82
Stat. 604, 605; Dec. 24, 1969, Pub. L. 91–152, title II, § 219,
83 Stat. 390; July 24, 1970, Pub. L. 91–351, title VII, § 710,
84 Stat. 463; Dec. 31, 1970, Pub. L. 91–609, title II, § 205,
84 Stat. 1777; Oct. 17, 1984, Pub. L. 98–479, title II,
§ 203(e)(1), 98 Stat. 2230, authorized Federal loans and
grants to assist educational institutions in providing
housing and other educational facilities for students
and faculties.

Section 1749a, acts Apr. 20, 1950, ch. 94, title IV, § 402,
64 Stat. 78; Sept. 23, 1959, Pub. L. 86–372, title VI, § 602,
73 Stat. 681; May 25, 1967, Pub. L. 90–19, § 8(a), (b), 81
Stat. 22; Jan. 2, 1975, Pub. L. 93–604, title VII, § 705(b), 88
Stat. 1964; Oct. 31, 1983, Pub. L. 98–139, title III, § 308, 97
Stat. 895; Oct. 17, 1984, Pub. L. 98–479, title II,
§§ 201(d)(1), 203(e)(2)–(4), 204(d), 98 Stat. 2228, 2230, 2233;
Nov. 8, 1984, Pub. L. 98–619, title III, § 308, 98 Stat. 3329;
Dec. 12, 1985, Pub. L. 99–178, title III, § 307, 99 Stat. 1128;
Oct. 18, 1986, Pub. L. 99–500, § 101(i) [H.R. 5233, title III,
§ 307], 100 Stat. 1783–287, and Oct. 30, 1986, Pub. L. 99–591,
§ 101(i) [H.R. 5233, title III, § 307], 100 Stat. 3341–287; Dec.
22, 1987, Pub. L. 100–202, § 106, 101 Stat. 1329–433, related
to powers and duties of Secretary in carrying out sub-
chapter.

Section 1749b, acts Apr. 20, 1950, ch. 94, title IV, § 403,
64 Stat. 80; June 30, 1961, Pub. L. 87–70, title IV, § 402, 75
Stat. 173; Aug. 1, 1968, Pub. L. 90–448, title XVII,
§ 1705(f), 82 Stat. 604, related to apportionment of funds.

Section 1749c, acts Apr. 20, 1950, ch. 94, title IV, § 404,
64 Stat. 80; Aug. 11, 1955, ch. 783, title III, §§ 302, 303, 69
Stat. 645; July 12, 1957, Pub. L. 85–104, title VI, § 601(b),
71 Stat. 304; Sept. 23, 1959, Pub. L. 86–372, title VI,
§ 603(a), 73 Stat. 682; June 30, 1961, Pub. L. 87–70, title IV,
§ 403, 75 Stat. 173; Sept. 2, 1964, Pub. L. 88–560, title X,
§ 1002, 78 Stat. 806; Aug. 10, 1965, Pub. L. 89–117, title VI,
§§ 603, 604(a), 79 Stat. 489; Nov. 3, 1966, Pub. L. 89–754,
title X, § 1014(a), 80 Stat. 1292; May 25, 1967, Pub. L.
90–19, § 8(a), (c), 81 Stat. 22; Aug. 1, 1968, Pub. L. 90–448,
title XVII, § 1705(g)(2)–(7), 82 Stat. 605; Oct. 17, 1984, Pub.
L. 98–479, title II, § 201(d)(2), 98 Stat. 2228, defined terms
used in subchapter.

§ 1749d. Cost of inspections and of providing rep-
resentatives

On and after December 19, 1963, necessary ex-
penses of inspections and of providing represent-

atives at the site of projects being planned or
undertaken by local public agencies pursuant to
title I of the Housing Act of 1949, as amended [42
U.S.C. 1450 et seq.], projects financed through
loans to educational institutions authorized by
this subchapter, projects and facilities financed
by loans to public agencies pursuant to title II
of the Housing Amendments of 1955, as amended
[42 U.S.C. 1491 et seq.], urban planning financed
through grants to State and local government
agencies pursuant to chapter 35 of title 40, and
reserves of planned public works financed
through advances to municipalities and other
public agencies pursuant to chapter 35 of title
40, as amended, shall be compensated by such
agencies or institutions by the payment of fixed
fees which in the aggregate will cover the costs
of rendering such services, and expenses for such
purpose shall be considered nonadministrative;
and for the purpose of providing such inspec-
tions, the Secretary of Housing and Urban De-
velopment may utilize any agency and such
agency may accept reimbursement or payment
for such services from such institutions, or the
Secretary, and shall credit such amounts to the
appropriations or funds against which such
charges have been made.

(Pub. L. 88–215, title I, Dec. 19, 1963, 77 Stat. 437;
Pub. L. 89–174, § 5, Sept. 9, 1965, 79 Stat. 669.)

REFERENCES IN TEXT

The Housing Act of 1949, as amended, referred to in
text, is act July 15, 1949, ch. 338, 63 Stat. 413, as amend-
ed. Title I of the Housing Act of 1949 which was classi-
fied generally to subchapter II (§ 1450 et seq.) of chapter
8A of Title 42, The Public Health and Welfare, was
omitted from the Code pursuant to section 5316 of Title
42 which terminated the authority to make grants or
loans under such chapter after Jan. 1, 1975. For com-
plete classification of this Act to the Code, see Short
Title note set out under section 1441 of Title 42 and
Tables.

The Housing Amendments of 1955, referred to in text,
is act Aug. 11, 1955, ch. 783, 69 Stat. 645, as amended.
Title II of the Housing Amendments of 1955 which was
classified generally to chapter 8B (§ 1491 et seq.) of Title
42. For complete classification of this Act to the Code,
see Short Title note set out under section 1701 of this
title and Tables.

CODIFICATION

‘‘Chapter 35 of of title 40’’ substituted in text for
‘‘title VII of the Housing Act of 1954, as amended’’ and
for ‘‘title VII of the Housing Act of 1954’’ on authority
of Pub. L. 107–217, § 5(c), Aug. 21, 2002, 116 Stat. 1303, the
first section of which enacted Title 40, Public Build-
ings, Property, and Works.

Section was enacted as part of the Independent Of-
fices Appropriation Act, 1964, Pub. L. 88–215, and not as
part of the National Housing Act which comprises this
chapter. Similar provisions were contained in the fol-
lowing prior appropriation acts:

Oct. 3, 1962, Pub. L. 87–741, title I, 76 Stat. 728.
Aug. 17, 1961, Pub. L. 87–141, title I, 75 Stat. 353.
July 12, 1960, Pub. L. 86–626, title I, 74 Stat. 434.
Sept. 14, 1959, Pub. L. 86–255, title I, 73 Stat. 508.
Aug. 28, 1958, Pub. L. 85–844, title I, 72 Stat. 1070.
June 29, 1957, Pub. L. 85–69, title I, 71 Stat. 233.
June 27, 1956, ch. 452, title I, 70 Stat. 345.
June 30, 1955, ch. 244, title I, 69 Stat. 206.
June 24, 1954, ch. 359, title I, 68 Stat. 283.
July 31, 1953, ch. 302, title I, 67 Stat. 305.
July 5, 1952, ch. 578, title I, 66 Stat. 402.
Aug. 31, 1951, ch. 376, title I, 65 Stat. 276.
Sept. 6, 1950, ch. 896, Ch. VIII, title I, 64 Stat. 709.
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TRANSFER OF FUNCTIONS

‘‘Secretary’’ substituted for ‘‘Administrator’’ pursu-
ant to section 5 of Pub. L. 89–174, Sept. 9, 1965, 79 Stat.
669, which transferred functions, powers, and duties of
Housing and Home Finance Agency and its Adminis-
trator to Secretary of Housing and Urban Development,
and which is classified to section 3534 of Title 42, The
Public Health and Welfare.

LIMITATION ON EXPENSE

Section 101 of Pub. L. 89–555, title I, Sept. 6, 1966, 80
Stat. 684, limited nonadministrative expenses to
$5,535,000 for fiscal year 1966. Similar provisions for
prior fiscal years were contained in acts Aug. 31, 1951,
ch. 376, title I, § 101, 65 Stat. 276; July 5, 1952, ch. 578,
title I, § 101, 66 Stat. 402; July 31, 1953, ch. 302, title I,
§ 101, 67 Stat. 305; June 24, 1954, ch. 359, title I, § 101, 68
Stat. 283; June 30, 1955, ch. 244, title I, § 101, 69 Stat. 206;
May 19, 1956, ch. 313, Ch. V, § 501, 70 Stat. 166; June 27,
1956, ch. 452, title I, § 101, 70 Stat. 346; June 29, 1957, Pub.
L. 85–69, title I, § 101, 71 Stat. 233; Aug. 28, 1958, Pub. L.
85–844, title I, § 101, 72 Stat. 1070; Sept. 14, 1959, Pub. L.
86–255, title I, § 101, 73 Stat. 508; July 12, 1960, Pub. L.
86–626, title I, § 101, 74 Stat. 435; Aug. 17, 1961, Pub. L.
87–141, title I, § 101, 75 Stat. 353; Oct. 3, 1962, Pub. L.
87–741, title I, § 101, 76 Stat. 729; Dec. 19, 1963, Pub. L.
88–215, title I, § 101, 77 Stat. 437; Aug. 30, 1964, Pub. L.
88–507, title I, § 101, 78 Stat. 655; Aug. 16, 1965, Pub. L.
89–128, title I, § 101, 79 Stat. 531.

SUBCHAPTER IX–A—MORTGAGE INSUR-
ANCE FOR LAND DEVELOPMENT AND
NEW COMMUNITIES

§§ 1749aa to 1749ll. Repealed. Pub. L. 101�235,
title I, § 133(a), Dec. 15, 1989, 103 Stat. 2027

Section 1749aa, act June 27, 1934, ch. 847, title X,
§ 1001, as added Aug. 10, 1965, Pub. L. 89–117, title II,
§ 201(a), 79 Stat. 461; amended Nov. 3, 1966, Pub. L.
89–754, title X, §§ 1019, 1020(f), 80 Stat. 1295, 1296; May 25,
1967, Pub. L. 90–19, § 1(a)(3), 81 Stat. 17, defined terms for
this subchapter.

Section 1749bb, act June 27, 1934, ch. 847, title X,
§ 1002, as added Aug. 10, 1965, Pub. L. 89–117, title II,
§ 201(a), 79 Stat. 462; amended Nov. 3, 1966, Pub. L.
89–754, title IV, § 402, 80 Stat. 1272; May 25, 1967, Pub. L.
90–19, § 1(a)(3), (4), 81 Stat. 17; Aug. 1, 1968, Pub. L.
90–448, title III, § 310, 82 Stat. 509; Sept. 30, 1969, Pub. L.
91–78, § 2(f), 83 Stat. 125; Dec. 24, 1969, Pub. L. 91–152,
title I, § 101(h), 83 Stat. 379; Oct. 2, 1970, Pub. L. 91–432,
§ 1(f), 84 Stat. 887; Oct. 21, 1970, Pub. L. 91–473, § 1(f), 84
Stat. 1065; Dec. 1, 1970, Pub. L. 91–525, § 1(f), 84 Stat. 1384;
Dec. 31, 1970, Pub. L. 91–609, title I, § 101(h), 84 Stat. 1770;
Oct. 18, 1972, Pub. L. 92–503, § 1(h), 86 Stat. 906; Aug. 10,
1973, Pub. L. 93–85, § 1(h), 87 Stat. 220; Oct. 2, 1973, Pub.
L. 93–117, § 1(h), 87 Stat. 422; Aug. 22, 1974, Pub. L. 93–383,
title III, §§ 304(k), 314, 316(f), 88 Stat. 678, 684, 685; June
30, 1977, Pub. L. 95–60, § 1(g), 91 Stat. 257; July 31, 1977,
Pub. L. 95–80, § 1(g), 91 Stat. 339; Oct. 12, 1977, Pub. L.
95–128, title III, § 301(j), 91 Stat. 1131; Sept. 30, 1978, Pub.
L. 95–406, § 1(j), 92 Stat. 879; Oct. 31, 1978, Pub. L. 95–557,
title III, § 301(j), 92 Stat. 2096; Sept. 28, 1979, Pub. L.
96–71, § 1(j), 93 Stat. 501; Nov. 8, 1979, Pub. L. 96–105,
§ 1(j), 93 Stat. 794; Dec. 21, 1979, Pub. L. 96–153, title III,
§ 301(j), 93 Stat. 1112; Oct. 3, 1980, Pub. L. 96–372, § 1(j), 94
Stat. 1363; Oct. 8, 1980, Pub. L. 96–399, title III, § 301(j),
94 Stat. 1639; Aug. 13, 1981, Pub. L. 97–35, title III,
§ 331(i), 95 Stat. 413; Oct. 6, 1982, Pub. L. 97–289, § 1(j), 96
Stat. 1230; May 26, 1983, Pub. L. 98–35, § 1(j), 97 Stat. 197;
Oct. 1, 1983, Pub. L. 98–109, § 1(j), 97 Stat. 745; Nov. 30,
1983, Pub. L. 98–181, title IV, §§ 401(i), 404(b)(16), 97 Stat.
1208, 1210; Oct. 8, 1985, Pub. L. 99–120, § 1(i), 99 Stat. 503;
Nov. 15, 1985, Pub. L. 99–156, § 1(i), 99 Stat. 816; Dec. 26,
1985, Pub. L. 99–219, § 1(i), 99 Stat. 1731; Mar. 27, 1986,
Pub. L. 99–267, § 1(j), 100 Stat. 74; Apr. 7, 1986, Pub. L.
99–272, title III, § 3007(i), 100 Stat. 105; May 2, 1986, Pub.
L. 99–289, § 1(b), 100 Stat. 412; June 24, 1986, Pub. L.
99–345, § 1, 100 Stat. 673; Sept. 30, 1986, Pub. L. 99–430, 100

Stat. 986; Sept. 30, 1987, Pub. L. 100–122, § 1, 101 Stat. 793;
Nov. 5, 1987, Pub. L. 100–154, 101 Stat. 890; Nov. 17, 1987,
Pub. L. 100–170, 101 Stat. 914; Dec. 3, 1987, Pub. L.
100–179, 101 Stat. 1018; Dec. 21, 1987, Pub. L. 100–200, 101
Stat. 1327; Feb. 5, 1988, Pub. L. 100–242, title IV,
§ 401(a)(7), 101 Stat. 1898, authorized Secretary to insure
mortgages in accordance with provisions of this sub-
chapter.

Section 1749cc, act June 27, 1934, ch. 847, title X, § 1003,
as added Aug. 10, 1965, Pub. L. 89–117, title II, § 201(a), 79
Stat. 463; amended May 25, 1967, Pub. L. 90–19, § 1(a)(3),
(u), 81 Stat. 17, 19; Dec. 31, 1970, Pub. L. 91–609, title I,
§ 119, 84 Stat. 1775, directed that land development cov-
ered by mortgage insured under this subchapter be
undertaken pursuant to a schedule and in accordance
with an overall development plan.

Section 1749cc–1, act June 27, 1934, ch. 847, title X,
§ 1004, as added Nov. 3, 1966, Pub. L. 89–754, title IV,
§ 401(a), 80 Stat. 1271, related to approval of new com-
munities for mortgage insurance.

Section 1749dd, act June 27, 1934, ch. 847, title X,
§ 1005, formerly § 1004, as added Aug. 10, 1965, Pub. L.
89–117, title II, § 201(a), 79 Stat. 463; renumbered § 1005
and amended Nov. 3, 1966, Pub. L. 89–754, title IV,
§§ 401(a), 403, 80 Stat. 1271, 1272; May 25, 1967, Pub. L.
90–19, § 1(a)(3), 81 Stat. 17, directed adoption of require-
ments to encourage homebuilding industry and proper
balance of housing for moderate and low income fami-
lies.

Section 1749ee, act June 27, 1934, ch. 847, title X, § 1006,
formerly § 1005, as added Aug. 10, 1965, Pub. L. 89–117,
title II, § 201(a), 79 Stat. 463; renumbered § 1006 and
amended Nov. 3, 1966, Pub. L. 89–754, title IV, §§ 401(a),
404, 80 Stat. 1271, 1272, related to service of land by pub-
lic water and sewerage systems after development.

Section 1749ff, act June 27, 1934, ch. 847, title X, § 1007,
formerly § 1006, as added Aug. 10, 1965, Pub. L. 89–117,
title II, § 201(a), 79 Stat. 464; renumbered § 1007, Nov. 3,
1966, Pub. L. 89–754, title IV, § 401(a), 80 Stat. 1271;
amended May 25, 1967, Pub. L. 90–19, § 1(a)(3), 81 Stat. 17,
related to release or subordination of mortgaged prop-
erty.

Section 1749gg, act June 27, 1934, ch. 847, title X,
§ 1008, formerly § 1007, as added Aug. 10, 1965, Pub. L.
89–117, title II, § 201(a), 79 Stat. 464; renumbered § 1008,
Nov. 3, 1966, Pub. L. 89–754, title IV, § 401(a), 80 Stat.
1271; amended May 25, 1967, Pub. L. 90–19, § 1(a)(3), 81
Stat. 17, related to premium rates and other charges for
mortgage insurance and report to Congress thereon.

Section 1749hh, act June 27, 1934, ch. 847, title X,
§ 1009, formerly § 1008, as added Aug. 10, 1965, Pub. L.
89–117, title II, § 201(a), 79 Stat. 464; renumbered § 1009,
Nov. 3, 1966, Pub. L. 89–754, title IV, § 401(a), 80 Stat.
1271; amended May 25, 1967, Pub. L. 90–19, § 1(a)(3), 81
Stat. 17, related to applicability of other provisions of
law to this subchapter.

Section 1749ii, act June 27, 1934, ch. 847, title X, § 1010,
formerly § 1009, as added Aug. 10, 1965, Pub. L. 89–117,
title II, § 201(a), 79 Stat. 464; renumbered § 1010, Nov. 3,
1966, Pub. L. 89–754, title IV, § 401(a), 80 Stat. 1271;
amended May 25, 1967, Pub. L. 90–19, § 1(a)(3), 81 Stat. 17,
provided that insurance contract under this subchapter
was conclusive evidence of eligibility for insurance and
that the validity of such contract was incontestable.

Section 1749jj, act June 27, 1934, ch. 847, title X, § 1011,
formerly § 1010, as added Aug. 10, 1965, Pub. L. 89–117,
title II, § 201(a), 79 Stat. 464; renumbered § 1011, Nov. 3,
1966, Pub. L. 89–754, title IV, § 401(a), 80 Stat. 1271;
amended May 25, 1967, Pub. L. 90–19, § 1(a)(3), 81 Stat. 17,
authorized making rules and regulations to carry out
provisions of subchapter.

Section 1749kk, act June 27, 1934, ch. 847, title X,
§ 1012, formerly § 1011, as added Aug. 10, 1965, Pub. L.
89–117, title II, § 201(a), 79 Stat. 464; renumbered § 1012,
Nov. 3, 1966, Pub. L. 89–754, title IV, § 401(a), 80 Stat.
1271; amended May 25, 1967, Pub. L. 90–19, § 1(a)(3), 81
Stat. 17, related to taxation of real property acquired
by Secretary.

Section 1749ll, act June 27, 1934, ch. 847, title X, § 1013,
formerly § 1012, as added Aug. 10, 1965, Pub. L. 89–117,
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1 See References in Text note below.

title II, § 201(a), 79 Stat. 464; renumbered § 1013, Nov. 3,
1966, Pub. L. 89–754, title IV, § 401(a), 80 Stat. 1271;
amended May 25, 1967, Pub. L. 90–19, § 1(a)(3), (4), 81
Stat. 17, related to requirements to assure that amount
of mortgage was not excessive and to requirement that
mortgagor certify costs of land development.

SAVINGS PROVISION

Section 133(c) of Pub. L. 101–235 provided that: ‘‘Any
contract of insurance entered into under title X [this
subchapter, §§ 1749aa to 1749ll] before the date of enact-
ment of this Act [Dec. 15, 1989] shall be governed by the
provisions of such title as such title existed imme-
diately before such date.’’

APPLICABILITY OF REPEAL

Section 133(b) of Pub. L. 101–235 provided that: ‘‘On or
after the date of enactment of this Act [Dec. 15, 1989],
no mortgage may be insured under title X [this sub-
chapter, §§ 1749aa to 1749ll], as such title existed imme-
diately before such date, except pursuant to a commit-
ment to insure made before such date.’’

SUBCHAPTER IX–B—MORTGAGE INSUR-
ANCE FOR GROUP PRACTICE FACILITIES
AND MEDICAL PRACTICE FACILITIES

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 24, 1702,
1715c, 1715n, 1715r, 1731a, 1735f–8 of this title.

§ 1749aaa. Insurance of mortgages

(a) Authority of Secretary; termination date
The Secretary is authorized (1) to insure mort-

gages (including advances on such mortgages
during construction), upon such terms and con-
ditions as he may prescribe, in accordance with
the provisions of this subchapter, and (2) to
make commitments for the insuring of such
mortgages prior to the date of their execution or
disbursement thereon.

(b) Eligibility for insurance
To be eligible for insurance under this sub-

chapter, the mortgage shall (1) be executed by a
mortgagor that is a group practice unit or orga-
nization or other mortgagor approved by the
Secretary, (2) be made to and held by a mortga-
gee approved by the Secretary as responsible
and able to service the mortgage properly, and
(3) cover a property or project which is approved
for mortgage insurance prior to the beginning of
construction or rehabilitation and is designed
for use as a group practice facility or medical
practice facility which the Secretary finds will
be constructed in an economical manner, will
not be of elaborate or extravagant design or ma-
terials, and will be adequate and suitable for
carrying out the purposes of this subchapter. No
mortgage shall be insured under this subchapter
unless it is shown to the satisfaction of the Sec-
retary that the applicant would be unable to ob-
tain the mortgage loan without such insurance
on terms comparable to those specified in sub-
section (c) of this section.

(c) Replacement cost of property; maturity; am-
ortization; interest rate

The mortgage shall—
(1) Repealed. Pub. L. 93–383, title III, § 304(l),

Aug. 22, 1974, 88 Stat. 678;
(2) not exceed 90 per centum of the amount

which the Secretary estimates will be the re-

placement cost of the property or project
when construction or rehabilitation is com-
pleted. The replacement cost of the property
may include the land and the proposed phys-
ical improvements, equipment, utilities within
the boundaries of the property, a solar energy
system (as defined in subparagraph (3) of the
last paragraph of section 1703(a) of this title)
or residential energy conservation measures
(as defined in section 8211(11)(A) through (G)
and (I) of title 42) 1 in cases where the Sec-
retary determines that such measures are in
addition to those required under the minimum
property standards and will be cost-effective
over the life of the measure, architects’ fees,
taxes, and interest accruing during construc-
tion or rehabilitation, and other miscellane-
ous charges incident to construction or reha-
bilitation and approved by the Secretary;

(3) have a maturity satisfactory to the Sec-
retary but not to exceed twenty-five years
from the beginning of the amortization of the
mortgage, and provide for complete amortiza-
tion of the principal obligation by periodic
payments within such term as the Secretary
shall prescribe; and

(4) bear interest at such rate as may be
agreed upon by the mortgagor and the mortga-
gee.

(d) Conclusiveness of insurance contract as to
eligibility; validity of contract incontestable

Any contract of insurance executed by the
Secretary under this subchapter shall be conclu-
sive evidence of the eligibility of the mortgage
for insurance, and the validity of any contract
for insurance so executed shall be incontestable
in the hands of an approved mortgagee from the
date of the execution of such contract, except
for fraud or misrepresentation on the part of
such approved mortgagee.
(e) Undertaking

Each mortgage insured under this subchapter
shall contain an undertaking (in accordance
with regulations prescribed under this sub-
chapter and in force at the time the mortgage is
approved for insurance) to the effect that, ex-
cept as authorized by the Secretary and the
mortgagee, the property will be used as a group
practice facility or medical practice facility
until the mortgage has been paid in full or the
contract of insurance otherwise terminated.
(f) Recordkeeping; reports; examination and

audit
No mortgage shall be insured under this sub-

chapter unless the mortgagor and the mortgagee
certify (1) that they will keep such records re-
lating to the mortgage transaction and indebt-
edness, to the construction of the facility cov-
ered by the mortgage, and to the use of such fa-
cility as a group practice facility or medical
practice facility as are prescribed by the Sec-
retary at the time of such certification, (2) that
they will make such reports as may from time
to time be required by the Secretary pertaining
to such matters, and (3) that the Secretary shall
have access to and the right to examine and
audit such records.
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(June 27, 1934, ch. 847, title XI, § 1101, as added
Pub. L. 89–754, title V, § 502(a), Nov. 3, 1966, 80
Stat. 1274; amended Pub. L. 90–448, title XVII,
§ 1722(d), Aug. 1, 1968, 82 Stat. 610; Pub. L. 91–78,
§ 2(g), Sept. 30, 1969, 83 Stat. 125; Pub. L. 91–152,
title I, § 101(i), title IV, § 418(f), Dec. 24, 1969, 83
Stat. 379, 402; Pub. L. 91–432, § 1(g), Oct. 2, 1970, 84
Stat. 887; Pub. L. 91–473, § 1(g), Oct. 21, 1970, 84
Stat. 1065; Pub. L. 91–525, § 1(g), Dec. 1, 1970, 84
Stat. 1384; Pub. L. 91–609, title I, § 101(i), Dec. 31,
1970, 84 Stat. 1770; Pub. L. 92–503, § 1(i), Oct. 18,
1972, 86 Stat. 906; Pub. L. 93–85, § 1(i), Aug. 10,
1973, 87 Stat. 220; Pub. L. 93–117, § 1(i), Oct. 2,
1973, 87 Stat. 422; Pub. L. 93–383, title III, §§ 304(l),
312(a)(1)–(4), 316(g), Aug. 22, 1974, 88 Stat. 678, 683,
685; Pub. L. 95–60, § 1(h), June 30, 1977, 91 Stat.
257; Pub. L. 95–80, § 1(h), July 31, 1977, 91 Stat.
339; Pub. L. 95–128, title III, § 301(k), Oct. 12, 1977,
91 Stat. 1131; Pub. L. 95–406, § 1(k), Sept. 30, 1978,
92 Stat. 879; Pub. L. 95–557, title III, § 301(k), Oct.
31, 1978, 92 Stat. 2096; Pub. L. 96–71, § 1(k), Sept.
28, 1979, 93 Stat. 501; Pub. L. 96–105, § 1(k), Nov. 8,
1979, 93 Stat. 794; Pub. L. 96–153, title III, § 301(k),
Dec. 21, 1979, 93 Stat. 1112; Pub. L. 96–372, § 1(k),
Oct. 3, 1980, 94 Stat. 1363; Pub. L. 96–399, title III,
§§ 301(k), 310(i), Oct. 8, 1980, 94 Stat. 1639, 1643;
Pub. L. 97–35, title III, § 331(j), Aug. 13, 1981, 95
Stat. 413; Pub. L. 97–289, § 1(k), Oct. 6, 1982, 96
Stat. 1230; Pub. L. 98–35, § 1(k), May 26, 1983, 97
Stat. 197; Pub. L. 98–109, § 1(k), Oct. 1, 1983, 97
Stat. 745; Pub. L. 98–181, title IV, § 401(j), Nov. 30,
1983, 97 Stat. 1208; Pub. L. 98–479, title I,
§ 104(a)(8), Oct. 17, 1984, 98 Stat. 2225; Pub. L.
99–120, § 1(j), Oct. 8, 1985, 99 Stat. 503; Pub. L.
99–156, § 1(j), Nov. 15, 1985, 99 Stat. 816; Pub. L.
99–219, § 1(j), Dec. 26, 1985, 99 Stat. 1731; Pub. L.
99–267, § 1(k), Mar. 27, 1986, 100 Stat. 74; Pub. L.
99–272, title III, § 3007(j), Apr. 7, 1986, 100 Stat.
105; Pub. L. 99–289, § 1(b), May 2, 1986, 100 Stat.
412; Pub. L. 99–345, § 1, June 24, 1986, 100 Stat. 673;
Pub. L. 99–430, Sept. 30, 1986, 100 Stat. 986; Pub.
L. 100–122, § 1, Sept. 30, 1987, 101 Stat. 793; Pub. L.
100–154, Nov. 5, 1987, 101 Stat. 890; Pub. L. 100–170,
Nov. 17, 1987, 101 Stat. 914; Pub. L. 100–179, Dec.
3, 1987, 101 Stat. 1018; Pub. L. 100–200, Dec. 21,
1987, 101 Stat. 1327; Pub. L. 100–242, title IV,
§ 401(a)(8), Feb. 5, 1988, 101 Stat. 1898.)

REFERENCES IN TEXT

Section 8211 of title 42, referred to in subsec. (c)(2),
was omitted from the Code pursuant to section 8229 of
Title 42, The Public Health and Welfare, which termi-
nated authority under that section on June 30, 1989.

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–242 struck out at end
‘‘No mortgage shall be insured under this subchapter
after March 15, 1988, except pursuant to a commitment
to insure issued before that date.’’

1987—Subsec. (a). Pub. L. 100–200 substituted ‘‘March
15, 1988’’ for ‘‘December 16, 1987’’.

Pub. L. 100–179 substituted ‘‘December 16, 1987’’ for
‘‘December 2, 1987’’.

Pub. L. 100–170 substituted ‘‘December 2, 1987’’ for
‘‘November 15, 1987’’.

Pub. L. 100–154 substituted ‘‘November 15, 1987’’ for
‘‘October 31, 1987’’.

Pub. L. 100–122 substituted ‘‘October 31, 1987’’ for
‘‘September 30, 1987’’.

1986—Subsec. (a). Pub. L. 99–430 substituted ‘‘Septem-
ber 30, 1987’’ for ‘‘September 30, 1986’’.

Pub. L. 99–345 substituted ‘‘September 30, 1986’’ for
‘‘June 6, 1986’’.

Pub. L. 99–289 substituted ‘‘June 6, 1986’’ for ‘‘April 30,
1986’’.

Pub. L. 99–272 made amendment identical to Pub. L.
99–219. See 1985 Amendment note below.

Pub. L. 99–267 substituted ‘‘April 30, 1986’’ for ‘‘March
17, 1986’’.

1985—Subsec. (a). Pub. L. 99–219 substituted ‘‘March
17, 1986’’ for ‘‘December 15, 1985’’.

Pub. L. 99–156 substituted ‘‘December 15, 1985’’ for
‘‘November 14, 1985’’.

Pub. L. 99–120 substituted ‘‘November 14, 1985’’ for
‘‘September 30, 1985’’.

1984—Subsec. (c)(4). Pub. L. 98–479 substituted ‘‘at
such rate as may be agreed upon by the mortgagor and
the mortgagee,’’ for ‘‘(exclusive of premium charges for
insurance, and service charges if any) at a rate of not
to exceed 5 per centum per annum of the amount of the
principal obligation outstanding at any time, or not to
exceed such rate (not in excess of 6 per centum per
annum) as the Secretary finds necessary to meet the
mortgage market.’’

1983—Subsec. (a). Pub. L. 98–181 substituted ‘‘Septem-
ber 30, 1985’’ for ‘‘November 30, 1983’’.

Pub. L. 98–109 substituted ‘‘November 30, 1983’’ for
‘‘September 30, 1983’’.

Pub. L. 98–35 substituted ‘‘September 30, 1983’’ for
‘‘May 20, 1983’’.

1982—Subsec. (a). Pub. L. 97–289 substituted ‘‘May 20,
1983’’ for ‘‘September 30, 1982’’.

1981—Subsec. (a). Pub. L. 97–35 substituted ‘‘1982’’ for
‘‘1981’’.

1980—Subsec. (a). Pub. L. 96–399, § 301(k), substituted
‘‘September 30, 1981’’ for ‘‘October 15, 1980’’.

Pub. L. 96–372 substituted ‘‘October 15, 1980’’ for ‘‘Sep-
tember 30, 1980’’.

Subsec. (c)(2). Pub. L. 96–399, § 310(i), inserted provi-
sions relating to solar energy systems and residential
energy conservation measures.

1979—Subsec. (a). Pub. L. 96–153 substituted ‘‘Septem-
ber 30, 1980’’ for ‘‘November 30, 1979’’.

Pub. L. 96–105 substituted ‘‘November 30, 1979’’ for
‘‘October 31, 1979’’.

Pub. L. 96–71 substituted ‘‘October 31, 1979’’ for ‘‘Sep-
tember 30, 1979’’.

1978—Subsec. (a). Pub. L. 95–557 substituted ‘‘Septem-
ber 30, 1979’’ for ‘‘October 31, 1978’’.

Pub. L. 95–406 substituted ‘‘October 31, 1978’’ for ‘‘Sep-
tember 30, 1978’’.

1977—Subsec. (a). Pub. L. 95–128 substituted ‘‘Septem-
ber 30, 1978’’ for ‘‘September 30, 1977’’.

Pub. L. 95–80 substituted ‘‘September 30, 1977’’ for
‘‘July 31, 1977’’.

Pub. L. 95–60 substituted ‘‘July 31, 1977’’ for ‘‘June 30,
1977’’.

1974—Subsec. (a). Pub. L. 93–383, § 316(g), substituted
‘‘June 30, 1977’’ for ‘‘October 1, 1974’’.

Subsec. (b). Pub. L. 93–383, § 312(a)(1), (2), in cl. (1) in-
serted ‘‘or other mortgagor’’ after ‘‘or organization’’,
and in cl. (3) inserted ‘‘or medical practice facility’’
after ‘‘group practice facility’’.

Subsec. (c)(1). Pub. L. 93–383, § 304(l), struck out par.
(1) which set forth limitation on amount of mortgage.

Subsecs. (e), (f). Pub. L. 93–383, § 312(a)(3), (4), inserted
‘‘or medical practice facility’’ after ‘‘group practice fa-
cility’’.

1973—Subsec. (a). Pub. L. 93–117 substituted ‘‘October
1, 1974’’ for ‘‘October 1, 1973’’.

Pub. L. 93–85 substituted ‘‘October 1, 1973’’ for ‘‘June
30, 1973’’.

1972—Subsec. (a). Pub. L. 92–503 substituted ‘‘June 30,
1973’’ for ‘‘October 1, 1972’’.

1970—Subsec. (a). Pub. L. 91–609 substituted ‘‘October
1, 1972’’ for ‘‘January 1, 1971’’.

Pub. L. 91–525 substituted ‘‘January 1, 1971’’ for ‘‘De-
cember 1, 1970’’.

Pub. L. 91–473 substituted ‘‘December 1, 1970’’ for ‘‘No-
vember 1, 1970’’.

Pub. L. 91–432 substituted ‘‘November 1, 1970’’ for ‘‘Oc-
tober 1, 1970’’.

1969—Subsec. (a). Pub. L. 91–152, § 101(i), substituted
‘‘October 1, 1970’’ for ‘‘January 1, 1970’’.
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Pub. L. 91–78 substituted ‘‘January 1, 1970’’ for ‘‘Octo-
ber 1, 1969’’.

Subsec. (c)(2). Pub. L. 91–152, § 418(f), substituted ‘‘re-
placement cost’’ for ‘‘value’’ wherever appearing.

1968—Subsec. (c)(3). Pub. L. 90–448 limited term of
mortgage to not more than twenty-five years from be-
ginning of amortization of mortgage.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97–35, set out as an Effective Date
note under section 3701 of this title.

DECLARATION OF PURPOSE

Section 501 of title V of Pub. L. 89–754 provided that:
‘‘It is the purpose of this title [enacting this subchapter
and amending sections 24, 371, 1715c, and 1715r of this
title, section 663 of former Title 11, Bankruptcy, and
section 77ddd of Title 15, Commerce and Trade] to as-
sure the availability of credit on reasonable terms to
units or organizations engaged in the group practice of
medicine, optometry, or dentistry, particularly those
in smaller communities and those sponsored by cooper-
ative or other nonprofit organizations, to assist in fi-
nancing the construction and equipment of group prac-
tice facilities.’’

§ 1749aaa�1. Premiums and other charges

The Secretary shall fix premium charges for
the insurance of mortgages under this sub-
chapter, but such charges shall not be more than
1 per centum per annum of the amount of the
principal obligation of the mortgage outstand-
ing at any time, without taking into account de-
linquent payments or prepayments. In addition
to the premium charge, the Secretary is author-
ized to charge and collect such amounts as he
may deem reasonable for the analysis of a pro-
posed project and the appraisal and inspection of
the property and improvements. Where the prin-
cipal obligation of any mortgage accepted for
insurance under this subchapter is paid in full
prior to the maturity date, the Secretary is au-
thorized to require the payment by the mortga-
gee of an adjusted premium charge. This charge
shall be in such amount as the Secretary deter-
mines to be equitable, but not in excess of the
aggregate amount of the premium charges that
the mortgagee would otherwise have been re-
quired to pay if the mortgage had continued to
be insured until the maturity date. Where such
prepayment occurs, the Secretary is authorized
to refund to the mortgagee for the account of
the mortgagor all, or such portion as he shall
determine to be equitable, of the current un-
earned premium charges theretofore paid. Pre-
mium charges fixed under this section shall be
payable by the mortgagee either in cash, or in
debentures which are the obligation of the Gen-
eral Insurance Fund at par plus accrued inter-
est, at such times and in such manner as may be
prescribed by the Secretary.

(June 27, 1934, ch. 847, title XI, § 1102, as added
Pub. L. 89–754, title V, § 502(a), Nov. 3, 1966, 80
Stat. 1275.)

§ 1749aaa�2. Payment of insurance benefits

The mortgagee shall be entitled to receive the
benefits of the insurance under this subchapter
in the manner provided in subsection (g) of sec-
tion 1713 of this title with respect to mortgages
insured under that section. For such purpose the

provisions of subsections (g), (h), (i), (j), (k), (l),
and (n) of such section 1713 shall apply to mort-
gages insured under this subchapter and all ref-
erences in such subsections to such section 1713
shall be deemed to refer to this subchapter.

(June 27, 1934, ch. 847, title XI, § 1103, as added
Pub. L. 89–754, title V, § 502(a), Nov. 3, 1966, 80
Stat. 1275.)

§ 1749aaa�3. Regulations

The Secretary shall prescribe such regulations
as may be necessary to carry out this sub-
chapter, after consulting with the Secretary of
Health and Human Services with respect to any
health or medical aspects of the program under
this subchapter which may be involved in such
regulations.

(June 27, 1934, ch. 847, title XI, § 1104, as added
Pub. L. 89–754, title V, § 502(a), Nov. 3, 1966, 80
Stat. 1275; amended Pub. L. 98–479, title II,
§ 201(a)(2), Oct. 17, 1984, 98 Stat. 2227.)

AMENDMENTS

1984—Pub. L. 98–479 substituted ‘‘Health and Human
Services’’ for ‘‘Health, Education, and Welfare’’.

§ 1749aaa�4. Administration

(a) Technical assistance
At the request of individuals or organizations

operating or contemplating the operation of
group practice facilities or medical practice fa-
cility (as defined in section 1749aaa–5 of this
title), the Secretary may provide or obtain tech-
nical assistance in the planning for and con-
struction of such facilities.

(b) Utilization of services and facilities of Fed-
eral agencies; payment; advances or reim-
bursement

With a view to avoiding unnecessary duplica-
tion of existing staffs and facilities of the Fed-
eral Government, the Secretary is authorized to
utilize available services and facilities of any
agency of the Federal Government in carrying
out the provisions of this subchapter, and to pay
for such services and facilities, either in advance
or by way of reimbursement, in accordance with
an agreement between the Secretary and the
head of such agency.

(June 27, 1934, ch. 847, title XI, § 1105, as added
Pub. L. 89–754, title V, § 502(a), Nov. 3, 1966, 80
Stat. 1276; amended Pub. L. 93–383, title III,
§ 312(a)(5), Aug. 22, 1974, 88 Stat. 683.)

AMENDMENTS

1974—Subsec. (a). Pub. L. 93–383 substituted ‘‘or medi-
cal practice facility (as defined in section 1749aaa–5 of
this title)’’ for ‘‘(as defined in section 1749aaa–5(1) of
this title)’’.

§ 1749aaa�5. Definitions

For the purposes of this subchapter—
(1) The term ‘‘group practice facility’’ means

a facility in a State for the provision of pre-
ventive, diagnostic, and treatment services to
ambulatory patients (in which patient care is
under the professional supervision of persons
licensed to practice medicine or osteopathy in
the State or, in the case of optometric care or
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treatment, is under the professional super-
vision of persons licensed to practice optom-
etry in the State, or, in the case of dental di-
agnosis or treatment, is under the professional
supervision of persons licensed to practice
dentistry in the State, or, in the case of podi-
atric care or treatment, is under the profes-
sional supervision of persons licensed to prac-
tice podiatry in the State) and which is pri-
marily for the provision of such health serv-
ices by a medical or dental group.

(2) The term ‘‘medical practice facility’’
means an adequately equipped facility in
which not more than four persons licensed to
practice medicine in the State where the facil-
ity is located can provide, as may be appro-
priate, preventive, diagnostic, and treatment
services, and which is situated in a rural area
or small town, or in a low-income section of
an urban area, in which there exists, as deter-
mined by the Secretary, a critical shortage of
physicians. As used in this paragraph—

(A) the term ‘‘small town’’ means any
town, village, or city having a population of
not more than 10,000 inhabitants according
to the most recent available data compiled
by the Bureau of the Census; and

(B) the term ‘‘low-income section of an
urban area’’ means a section of a larger
urban area in which the median family in-
come is substantially lower, as determined
by the Secretary, than the median family in-
come for the area as a whole.

(3) The term ‘‘medical or dental group’’
means a partnership or other association or
group of persons licensed to practice medicine,
osteopathy, or surgery in the State, or of per-
sons licensed to practice optometry in the
State, or of persons licensed to practice den-
tistry in the State, or of persons licensed to
practice podiatry in the State, or of any com-
bination of such persons, who, as their prin-
cipal professional activity and as a group re-
sponsibility, engage or undertake to engage in
the coordinated practice of their profession
primarily in one or more group practice facili-
ties, and who (in this connection) share com-
mon overhead expenses (if and to the extent
such expenses are paid by members of the
group), medical and other records, and sub-
stantial portions of the equipment and the
professional, technical, and administrative
staffs, and which partnership or association or
group is composed of at least such professional
personnel and make available at least such
health services as may be provided in regula-
tions prescribed under this subchapter.

(4) The term ‘‘group practice unit or organi-
zation’’ means—

(A) a private nonprofit agency or organiza-
tion undertaking to provide, directly or
through arrangements with a medical or
dental group, comprehensive medical care,
osteopathic care, optometric care, dental
care, or podiatric care, or any combination
thereof, which may include hospitalization,
to members or subscribers primarily on a
group practice prepayments basis; or

(B) a private nonprofit agency or organiza-
tion, established for the purpose of improv-
ing the availability of medical, osteopathic,

optometric, dental or podiatric care in the
community or having some function or func-
tions related to the provision of such care,
which will, through lease or other arrange-
ment, make the group practice facility with
respect to which assistance has been re-
quested under this subchapter available to a
medical or dental group for use by it.

(5) The term ‘‘nonprofit organization’’
means a corporation, association, foundation,
trust, or other organization no part of the net
earnings of which inures, or may lawfully
inure, to the benefit of any private share-
holder or individual except, in the case of an
organization the purposes of which include the
provision of personal health services to its
members or subscribers or their dependents
under a plan of such organization for the pro-
vision of such services to them (which plan
may include the provision of other services or
insurance benefits to them), through the pro-
vision of such health services (or such other
services or insurance benefits) to such mem-
bers or subscribers or dependents under such
plan.

(6) The term ‘‘State’’ includes the Common-
wealth of Puerto Rico, Guam, the Virgin Is-
lands, American Samoa, and the District of
Columbia.

(7) The term ‘‘mortgage’’ means a first mort-
gage on real estate in fee simple, or on the in-
terest of either the lessor or lessee thereof (A)
under a lease for not less than ninety-nine
years which is renewable, or (B) under a lease
having a period of not less than fifty years to
run from the date the mortgage was executed.
The term ‘‘first mortgage’’ means such classes
of first liens as are commonly given to secure
advances (including but not limited to ad-
vances during construction) on, or the unpaid
purchase price of, real estate under the laws of
the State in which the real estate is located,
together with the credit instrument or instru-
ments, if any, secured thereby, and any mort-
gage may be in the form of one or more trust
mortgages or mortgage indentures or deeds of
trust, securing notes, bonds, or other credit in-
struments, and, by the same instrument or by
a separate instrument, may create a security
interest in initial equipment, whether or not
attached to the realty.

(8) The term ‘‘mortgagee’’ means the origi-
nal lender under a mortgage, and his or its
successors and assigns, and includes the hold-
ers of credit instruments issued under a trust
mortgage or deed of trust pursuant to which
such holders act by and through a trustee
named therein.

(9) The term ‘‘mortgagor’’ means the origi-
nal borrower under a mortgage and his or its
successors and assigns.

(June 27, 1934, ch. 847, title XI, § 1106, as added
Pub. L. 89–754, title V, § 502(a), Nov. 3, 1966, 80
Stat. 1276; amended Pub. L. 93–383, title III,
§ 312(a)(6), (b), Aug. 22, 1974, 88 Stat. 683, 684.)

AMENDMENTS

1974—Par. (1). Pub. L. 93–383, § 312(b)(1), inserted ref-
erences to practice of osteopathy and authorized inclu-
sion of podiatric care or treatment under the profes-



Page 828TITLE 12—BANKS AND BANKING§§ 1749bbb to 1749bbb�2

sional supervision of persons licensed to practice podia-
try in the State.

Par. (2). Pub. L. 93–383, § 312(a)(6), added par. (2).
Former par. (2) redesignated (3).

Par. (3). Pub. L. 93–383, § 312(a)(6), (b)(2), redesignated
former par. (2) as par. (3) and inserted references to per-
sons licensed to practice osteopathy and persons li-
censed to practice podiatry. Former par. (3) redesig-
nated (4).

Par. (4). Pub. L. 93–383, § 312(a)(6), (b)(3), (4), redesig-
nated former par. (3) as par. (4) and in cls. (A) and (B)
inserted references to osteopathic care and podiatric
care wherever appearing. Former par. (4) redesignated
(5).

Pars. (5) to (9). Pub. L. 93–383, § 312(a)(6), redesignated
former pars. (4) to (8) as pars. (5) to (9), respectively.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1735f–19,
1749aaa–4 of this title.

SUBCHAPTER IX–C—NATIONAL INSURANCE
DEVELOPMENT PROGRAM

§§ 1749bbb to 1749bbb�2. Omitted

CODIFICATION

Sections 1749bbb to 1749bbb–2 were omitted in view of
the termination of parts A to D of this subchapter by
former section 1749bbb of this title.

Section 1749bbb, act June 27, 1934, ch. 847, title XII,
§ 1201, as added Pub. L. 90–448, title XI, § 1103, Aug. 1,
1968, 82 Stat. 556; amended Pub. L. 91–609, title VI,
§ 602(a), Dec. 31, 1970, 84 Stat. 1788; Pub. L. 94–13, § 2, Apr.
8, 1975, 89 Stat. 69; Pub. L. 95–24, title I, § 104(a), Apr. 30,
1977, 91 Stat. 55; Pub. L. 95–406, § 5, Sept. 30, 1978, 92
Stat. 880; Pub. L. 95–557, title III, § 307(a), Oct. 31, 1978,
92 Stat. 2097; Pub. L. 96–153, title VI, § 601, Dec. 21, 1979,
93 Stat. 1137; Pub. L. 97–35, title III, § 342(a), Aug. 13,
1981, 95 Stat. 420; Pub. L. 97–289, § 4(c), Oct. 6, 1982, 96
Stat. 1231; Pub. L. 98–35, § 4(c), May 26, 1983, 97 Stat. 198;
Pub. L. 98–109, § 5(c), Oct. 1, 1983, 97 Stat. 746; Pub. L.
98–181, title IV, § 452(a), (b)(1), Nov. 30, 1983, 97 Stat. 1230;
Pub. L. 98–473, title I, § 113, Oct. 12, 1984, 98 Stat. 1964;
Pub. L. 99–120, § 4(b), Oct. 8, 1985, 99 Stat. 503; Pub. L.
99–156, § 4(b), Nov. 15, 1985, 99 Stat. 816; Pub. L. 99–219,
§ 4(b), Dec. 26, 1985, 99 Stat. 1731; Pub. L. 99–267, § 4(b),
Mar. 27, 1986, 100 Stat. 74; Pub. L. 99–272, title III,
§ 3010(b), Apr. 7, 1986, 100 Stat. 106; Pub. L. 99–289, § 1(b),
May 2, 1986, 100 Stat. 412; Pub. L. 99–345, § 1, June 24,
1986, 100 Stat. 673; Pub. L. 99–430, Sept. 30, 1986, 100 Stat.
986; Pub. L. 100–122, § 1, Sept. 30, 1987, 101 Stat. 793; Pub.
L. 100–154, Nov. 5, 1987, 101 Stat. 890; Pub. L. 100–170,
Nov. 17, 1987, 101 Stat. 914; Pub. L. 100–179, Dec. 3, 1987,
101 Stat. 1018; Pub. L. 100–200, Dec. 21, 1987, 101 Stat.
1327; Pub. L. 100–242, title V, §§ 542(a), (b), 545(a), Feb. 5,
1988, 101 Stat. 1940, 1942; Pub. L. 101–137, § 6(a), (b), Nov.
3, 1989, 103 Stat. 825; Pub. L. 101–508, title II, § 2301(a),
(b), Nov. 5, 1990, 104 Stat. 1388–23, read as follows:

‘‘(a) The Director is authorized to establish and carry
out the programs provided for in parts A, B, C, and D
of this subchapter.

‘‘(b) The powers of the Director under part B shall
terminate on November 30, 1983, and part A shall termi-
nate on September 30, 1985, and parts C and D shall ter-
minate on September 30, 1995, except to the extent nec-
essary—

‘‘(1) to continue reinsurance and direct insurance in
accordance with the provisions of sections
1749bbb–9(b) and 1749bbb–10a(c) of this title until Sep-
tember 30, 1985, and September 30, 1996, respectively;

‘‘(2) to process, verify, and pay claims for reinsured
losses and directly insured losses and perform other
necessary functions in connection therewith; and

‘‘(3) to complete the liquidation and termination of
the reinsurance and direct insurance programs.’’
Section 1749bbb–1, act June 27, 1934, ch. 847, title XII,

§ 1202, as added Pub. L. 90–448, title XI, § 1103, Aug. 1,
1968, 82 Stat. 556; amended Pub. L. 98–181, title IV,

§ 452(b)(1), Nov. 30, 1983, 97 Stat. 1230, established an Ad-
visory Board.

Section 1749bbb–2, act June 27, 1934, ch. 847, title XII,
§ 1203, as added Pub. L. 90–448, title XI, § 1103, Aug. 1,
1968, 82 Stat. 557; amended Pub. L. 91–609, title VI,
§ 602(b), Dec. 31, 1970, 84 Stat. 1788; Pub. L. 98–181, title
IV, § 452(b)(1), (2), Nov. 30, 1983, 97 Stat. 1230, defined
terms for this subchapter.

PART A—STATEWIDE PLANS TO ASSURE FAIR
ACCESS TO INSURANCE REQUIREMENTS

§§ 1749bbb�3 to 1749bbb�6a. Omitted

CODIFICATION

Sections 1749bbb–3 to 1749bbb–6a, comprising part A of
this subchapter, terminated on Sept. 30, 1985, pursuant
to former section 1749bbb(b) of this title.

Section 1749bbb–3, act June 27, 1934, ch. 847, title XII,
§ 1211, as added Pub. L. 90–448, title XI, § 1103, Aug. 1,
1968, 82 Stat. 558; amended Pub. L. 95–557, title III,
§ 307(b), (c), Oct. 31, 1978, 92 Stat. 2097, 2098; Pub. L.
97–35, title III, § 342(b), Aug. 13, 1981, 95 Stat. 420; Pub.
L. 98–181, title IV, § 452(b)(1), Nov. 30, 1983, 97 Stat. 1230,
related to fair access to insurance requirements (FAIR
plans).

Section 1749bbb–4, act June 27, 1934, ch. 847, title XII,
§ 1212, as added Pub. L. 90–448, title XI, § 1103, Aug. 1,
1968, 82 Stat. 560, related to all-industry placement fa-
cility.

Section 1749bbb–5, act June 27, 1934, ch. 847, title XII,
§ 1213, as added Pub. L. 90–448, title XI, § 1103, Aug. 1,
1968, 82 Stat. 560; amended Pub. L. 98–181, title IV,
§ 452(b)(1), Nov. 30, 1983, 97 Stat. 1230, related to coopera-
tion within insurance industry.

Section 1749bbb–6, act June 27, 1934, ch. 847, title XII,
§ 1214, as added Pub. L. 90–448, title XI, § 1103, Aug. 1,
1968, 82 Stat. 560; amended Pub. L. 98–181, title IV,
§ 452(b)(1), Nov. 30, 1983, 97 Stat. 1230, related to plan
evaluation and modification or waiver of plan criteria.

Section 1749bbb–6a, act June 27, 1934, ch. 847, title XII,
§ 1215, as added Pub. L. 91–609, title VI, § 603, Dec. 31,
1970, 84 Stat. 1791; amended Pub. L. 98–181, title IV,
§ 452(b)(1), Nov. 30, 1983, 97 Stat. 1230, related to periodic
review of plans through an Office of Review and Com-
pliance.

PART B—REINSURANCE COVERAGE

§§ 1749bbb�7 to 1749bbb�10. Omitted

CODIFICATION

Sections 1749bbb–7 to 1749bbb–10, comprising part B of
this subchapter, were omitted in view of termination of
powers of Director under this part on Nov. 30, 1983, pur-
suant to former section 1749bbb(b) of this title.

Section 1749bbb–7, act June 27, 1934, ch. 847, title XII,
§ 1221, as added Pub. L. 90–448, title XI, § 1103, Aug. 1,
1968, 82 Stat. 560; amended Pub. L. 91–609, title VI,
§ 602(c), Dec. 31, 1970, 84 Stat. 1789; Pub. L. 98–181, title
IV, § 452(b)(1), Nov. 30, 1983, 97 Stat. 1230, related to rein-
surance of losses from riots or civil disorders.

Section 1749bbb–8, act June 27, 1934, ch. 847, title XII,
§ 1222, as added Pub. L. 90–448, title XI, § 1103, Aug. 1,
1968, 82 Stat. 561; amended Pub. L. 91–152, title IV, § 405,
Dec. 24, 1969, 83 Stat. 396; Pub. L. 91–609, title VI,
§ 602(e), Dec. 31, 1970, 84 Stat. 1790; Pub. L. 95–24, title I,
§ 104(b), Apr. 30, 1977, 91 Stat. 56; Pub. L. 98–181, title IV,
§ 452(b)(1), Nov. 30, 1983, 97 Stat. 1230; Pub. L. 98–479,
title II, § 203(i)(1), Oct. 17, 1984, 98 Stat. 2230; Pub. L.
100–242, title V, § 545(b), Feb. 5, 1988, 101 Stat. 1942, relat-
ed to reinsurance agreements and premiums.

Section 1749bbb–9, act June 27, 1934, ch. 847, title XII,
§ 1223, as added Pub. L. 90–448, title XI, § 1103, Aug. 1,
1968, 82 Stat. 562; amended Pub. L. 91–152, title IV, § 406,
Dec. 24, 1969, 83 Stat. 396; Pub. L. 98–181, title IV,
§ 452(b)(1), Nov. 30, 1983, 97 Stat. 1230, related to condi-
tions of reinsurance.

Section 1749bbb–10, act June 27, 1934, ch. 847, title XII,
§ 1224, as added Pub. L. 90–448, title XI, § 1103, Aug. 1,
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1968, 82 Stat. 563; amended Pub. L. 98–181, title IV,
§ 452(b)(1), Nov. 30, 1983, 97 Stat. 1230, related to recov-
ery of premiums, jurisdiction, and statute of limita-
tions.

PART C—FEDERAL INSURANCE AGAINST
BURGLARY AND THEFT

§§ 1749bbb�10a to 1749bbb�10d. Omitted

CODIFICATION

Sections 1749bbb–10a to 1749bbb–10d, comprising part
C of this subchapter, terminated on Sept. 30, 1995, with
certain exceptions, pursuant to former section
1749bbb(b) of this title.

Section 1749bbb–10a, act June 27, 1934, ch. 847, title
XII, § 1231, as added Pub. L. 91–609, title VI, § 602(d), Dec.
31, 1970, 84 Stat. 1789; amended Pub. L. 98–181, title IV,
§ 452(b)(1), Nov. 30, 1983, 97 Stat. 1230, related to review
of market availability, Government crime insurance,
and termination of insurance.

Section 1749bbb–10b, act June 27, 1934, ch. 847, title
XII, § 1232, as added Pub. L. 91–609, title VI, § 602(d), Dec.
31, 1970, 84 Stat. 1789; amended Pub. L. 98–181, title IV,
§ 452(b)(1), (3), Nov. 30, 1983, 97 Stat. 1230, related to use
of existing facilities and services.

Section 1749bbb–10c, act June 27, 1934, ch. 847, title
XII, § 1233, as added Pub. L. 91–609, title VI, § 602(d), Dec.
31, 1970, 84 Stat. 1790; amended Pub. L. 98–181, title IV,
§ 452(b)(1), Nov. 30, 1983, 97 Stat. 1230, related to estab-
lishment of affordable rates, factors considered, uni-
form national rates, and periodic modification.

Section 1749bbb–10d, act June 27, 1934, ch. 847, title
XII, § 1234, as added Pub. L. 91–609, title VI, § 602(d), Dec.
31, 1970, 84 Stat. 1790; amended Pub. L. 96–470, title II,
§ 205(a), Oct. 19, 1980, 94 Stat. 2244; Pub. L. 98–181, title
IV, § 452(b)(1), Nov. 30, 1983, 97 Stat. 1230; Pub. L. 101–137,
§ 6(d), Nov. 3, 1989, 103 Stat. 825, related to reports to
Congress on operations.

PART D—GENERAL PROVISIONS

§§ 1749bbb�11 to 1749bbb�21. Omitted

CODIFICATION

Sections 1749bbb–11 to 1749bbb–21, comprising part D
of this subchapter, terminated on Sept. 30, 1995, with
certain exceptions, pursuant to former section
1749bbb(b) of this title.

Section 1749bbb–11, act June 27, 1934, ch. 847, title XII,
§ 1241, formerly § 1231, as added Pub. L. 90–448, title XI,
§ 1103, Aug. 1, 1968, 82 Stat. 563; renumbered § 1241 and
amended Pub. L. 91–609, title VI, § 602(d), (g), (h), Dec.
31, 1970, 84 Stat. 1789, 1790; Pub. L. 98–181, title IV,
§ 452(b)(1), Nov. 30, 1983, 97 Stat. 1230, related to submis-
sion of claims, judicial review, jurisdiction, and statute
of limitations.

Section 1749bbb–12, act June 27, 1934, ch. 847, title XII,
§ 1242, formerly § 1232, as added Pub. L. 90–448, title XI,
§ 1103, Aug. 1, 1968, 82 Stat. 563; renumbered § 1242 and
amended Pub. L. 91–609, title VI, § 602(d), (i), Dec. 31,
1970, 84 Stat. 1789, 1790; Pub. L. 98–181, title IV,
§ 452(b)(1), Nov. 30, 1983, 97 Stat. 1230, related to fiscal
intermediaries and servicing agents.

Section 1749bbb–13, act June 27, 1934, ch. 847, title XII,
§ 1243, formerly § 1233, as added Pub. L. 90–448, title XI,
§ 1103, Aug. 1, 1968, 82 Stat. 564; renumbered § 1243 and
amended Pub. L. 91–609, title VI, § 602(d), (j), Dec. 31,
1970, 84 Stat. 1789, 1790; Pub. L. 98–181, title IV,
§ 452(b)(1), Nov. 30, 1983, 97 Stat. 1230; Pub. L. 98–479,
title II, § 203(i)(2), Oct. 17, 1984, 98 Stat. 2231; Pub. L.
100–242, title V, § 545(c), Feb. 5, 1988, 101 Stat. 1942, relat-
ed to National Insurance Development Fund.

Section 1749bbb–14, act June 27, 1934, ch. 847, title XII,
§ 1244, formerly § 1234, as added Pub. L. 90–448, title XI,
§ 1103, Aug. 1, 1968, 82 Stat. 565; renumbered § 1244 and
amended Pub. L. 91–609, title VI, § 602(d), (f), (k), (l),
Dec. 31, 1970, 84 Stat. 1789–1791; Pub. L. 98–181, title IV,
§ 452(b)(1), Nov. 30, 1983, 97 Stat. 1230, related to records,
annual statement, and audits.

Section 1749bbb–15, act June 27, 1934, ch. 847, title XII,
§ 1245, formerly § 1235, as added Pub. L. 90–448, title XI,
§ 1103, Aug. 1, 1968, 82 Stat. 565; amended Pub. L. 91–152,
title IV, § 407, Dec. 24, 1969, 83 Stat. 396; renumbered
§ 1245, Pub. L. 91–609, title VI, § 602(d), Dec. 31, 1970, 84
Stat. 1789; amended Pub. L. 98–181, title IV, § 452(b)(1),
Nov. 30, 1983, 97 Stat. 1230, related to study of reinsur-
ance and other programs, and report to the President
and Congress.

Section 1749bbb–16, act June 27, 1934, ch. 847, title XII,
§ 1246, formerly § 1236, as added Pub. L. 90–448, title XI,
§ 1103, Aug. 1, 1968, 82 Stat. 565; renumbered § 1246, Pub.
L. 91–609, title VI, § 602(d), Dec. 31, 1970, 84 Stat. 1789;
amended Pub. L. 98–181, title IV, § 452(b)(1), Nov. 30,
1983, 97 Stat. 1230, related to other studies and coopera-
tion with State insurance authorities and private in-
surance industry.

Section 1749bbb–17, act June 27, 1934, ch. 847, title XII,
§ 1247, formerly § 1237, as added Pub. L. 90–448, title XI,
§ 1103, Aug. 1, 1968, 82 Stat. 566; renumbered § 1247, Pub.
L. 91–609, title VI, § 602(d), Dec. 31, 1970, 84 Stat. 1789;
amended Pub. L. 98–181, title IV, § 452(b)(1), (4), Nov. 30,
1983, 97 Stat. 1230; Pub. L. 98–479, title II, § 202(a)(2), Oct.
17, 1984, 98 Stat. 2228, related to general powers of Di-
rector.

Section 1749bbb–18, act June 27, 1934, ch. 847, title XII,
§ 1248, formerly § 1238, as added Pub. L. 90–448, title XI,
§ 1103, Aug. 1, 1968, 82 Stat. 566; renumbered § 1248, Pub.
L. 91–609, title VI, § 602(d), Dec. 31, 1970, 84 Stat. 1789;
amended Pub. L. 98–181, title IV, § 452(b)(1), Nov. 30,
1983, 97 Stat. 1230, related to utilization of services and
facilities of other agencies.

Section 1749bbb–19, act June 27, 1934, ch. 847, title XII,
§ 1249, formerly § 1239, as added Pub. L. 90–448, title XI,
§ 1103, Aug. 1, 1968, 82 Stat. 566; renumbered § 1249, Pub.
L. 91–609, title VI, § 602(d), Dec. 31, 1970, 84 Stat. 1789;
amended Pub. L. 98–181, title IV, § 452(b)(1), Nov. 30,
1983, 97 Stat. 1230, related to advance payments.

Section 1749bbb–20, act June 27, 1934, ch. 847, title XII,
§ 1250, formerly § 1240, as added Pub. L. 90–448, title XI,
§ 1103, Aug. 1, 1968, 82 Stat. 566; renumbered § 1250, Pub.
L. 91–609, title VI, § 602(d), Dec. 31, 1970, 84 Stat. 1789;
amended Pub. L. 98–181, title IV, § 452(b)(1), Nov. 30,
1983, 97 Stat. 1230, related to tax issues.

Section 1749bbb–21, act June 27, 1934, ch. 847, title XII,
§ 1251, formerly § 1241, as added Pub. L. 90–448, title XI,
§ 1103, Aug. 1, 1968, 82 Stat. 566; renumbered § 1251, Pub.
L. 91–609, title VI, § 602(d), Dec. 31, 1970, 84 Stat. 1789, re-
lated to authorization of appropriations for subchapter.

SUBCHAPTER X—NATIONAL DEFENSE
HOUSING INSURANCE

EXPIRATION DATE

Insurance of mortgages under this subchapter prohib-
ited, with certain exceptions, after July 31, 1954, see
section 1591c of Title 42, The Public Health and Welfare.

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 1702, 1715f,
1731a, 1735f–8, 1743 of this title; title 42 sections 1591,
1591a, 1591c.

§ 1750. Definitions

As used in this subchapter, the terms ‘‘mort-
gage’’, ‘‘first mortgage’’, ‘‘mortgagee’’, ‘‘mort-
gagor’’, ‘‘maturity date’’, and ‘‘State’’ shall
have the same meaning as in section 1707 of this
title.

(June 27, 1934, ch. 847, title IX, § 901, as added
Sept. 1, 1951, ch. 378, title II, § 201, 65 Stat. 295.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1750g of this
title.
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1 See References in Text note below.

§ 1750a. Repealed. Pub. L. 89�117, title XI,
§ 1108(aa), Aug. 10, 1965, 79 Stat. 507

Section, act June 27, 1934, ch. 847, title IX, § 902, as
added Sept. 1, 1951, ch. 378, title II, § 201, 65 Stat. 296,
created the National Defense Housing Insurance Fund.

For establishment of the General Insurance Fund, see
section 1735c of this title.

§ 1750a�1. Omitted

CODIFICATION

Section, act Nov. 1, 1951, ch. 665, Ch. V, 65 Stat. 763,
authorized the National Defense Housing Insurance
Fund to be available for administrative expenses of the
Federal Housing Administration. Pub. L. 89–117, title
XI, § 1108(aa), Aug. 10, 1965, 79 Stat. 507, eliminated the
Fund, and all functions, powers, and duties of the Fed-
eral Housing Administration and its Administrator
were transferred to and vested in the Secretary of
Housing and Urban Development by Pub. L. 89–174, § 5,
Sept. 9, 1965, 79 Stat. 669, classified to section 3534 of
Title 42, The Public Health and Welfare. Act June 27,
1934, ch. 847, title V, § 519, as added Aug. 10, 1965, Pub.
L. 89–117, title II, § 214, 79 Stat. 471, classified to section
1735c of this title, created the General Insurance Fund,
which authorized the general expenses of the oper-
ations of the Department of Housing and Urban Devel-
opment relating to mortgages and loans which are obli-
gations of the General Insurance Fund to be charged to
the General Insurance Fund.

§ 1750b. Insurance in critical areas

(a) Limitations; termination of certain commit-
ments; requirements; discrimination against
children

This subchapter is designed to supplement sys-
tems of mortgage insurance under other provi-
sions of this chapter in order to assist in provid-
ing adequate housing in areas which the Presi-
dent, pursuant to section 1591 of title 42, shall
have determined to be critical defense housing
areas. The Secretary is authorized, upon appli-
cation by the mortgagee, to insure under this
section or section 1750g of this title as herein-
after provided any mortgage which is eligible for
insurance as hereinafter provided and upon such
terms as the Secretary may prescribe to make
commitments for the insuring of such mort-
gages prior to the date of their execution or dis-
bursement thereon: Provided, That the property
covered by the mortgage is in an area which the
President, pursuant to section 1591 of title 42,
shall have determined to be a critical defense
housing area, and that the total number of
dwelling units in properties covered by mort-
gages insured under this subchapter in any such
area does not exceed the number authorized by
the Secretary of Housing and Urban Develop-
ment from time to time as needed in such area
for defense purposes and to be insured pursuant
to this subchapter: Provided further, That in the
event the Secretary has issued a commitment to
insure a mortgage under this section, which
commitment was in force and effect on June 1,
1953, and the Secretary determines that, because
of changes in defense requirements, there is rea-
sonable doubt that such housing is needed for
defense purposes and that it is probable that the
mortgage would become immediately in default
and claim made for payment under the mort-
gage insurance contract if the unit or units are
completed and the mortgage insured, the Sec-
retary is authorized, in the interest of conserv-

ing the General Insurance Fund, to pay (in cash
from the General Insurance Fund) to the mort-
gagee for the account of the mortgagor such
amount as the Secretary shall determine to be
necessary to reimburse the mortgagor the
amounts paid or to be paid by the mortgagor on
account of labor performed and materials in
place, less the Secretary’s estimate of the rea-
sonable salvage value of such materials, plus an
allowance for development costs equal to 4 per
centum of the principal amount of the mortgage
specified in such commitment, and no payments
shall be made pursuant to this proviso unless a
claim therefor is filed not later than six months
from date of the determination of lack of need
and the claim is in such form and contains such
supporting information, documents, and data as
the Secretary may require: Provided further,
That the aggregate amount of principal obliga-
tions of all mortgages insured under this sub-
chapter shall not exceed such sum as may be au-
thorized by the President from time to time for
the purposes of this subchapter pursuant to his
authority under section 1715h 1 of this title: Pro-
vided further, That the Secretary shall have
power to require properties covered by mort-
gages insured under this subchapter to be held
for rental for such periods of time and at such
rentals or other charges as he may prescribe;
and, with respect to such properties being held
for rental, (1) to require that the property be
held by a mortgagor approved by him, and (2) to
prescribe such requirements as he deems to be
reasonable governing the method of operation
and prohibiting or restricting sales of such prop-
erties or interests therein or agreements relat-
ing to such sales: Provided further, That the Sec-
retary shall require each dwelling covered by a
mortgage insured under this section, for which a
commitment to insure is issued after August 2,
1954, to be held for rental for a period of not less
than three years after the dwelling is made
available for initial occupancy: And provided fur-
ther, That no mortgage shall be insured under
this subchapter unless the mortgagor certifies
under oath that in selecting tenants for any
property covered by the mortgage he will not
discriminate against any family by reason of the
fact that there are children in the family, and
that he will not sell the property while the in-
surance is in effect unless the purchaser so cer-
tifies, such certification to be filed with the Sec-
retary. Violation of any such certification shall
be a misdemeanor punishable by a fine of not to
exceed $500.
(b) Eligibility requirements

To be eligible for insurance under this section
a mortgage shall—

(1) have been made to, and be held by, a
mortgagee approved by the Secretary as re-
sponsible and able to service the mortgage
properly;

(2) involve a principal obligation (including
such initial service charges, appraisal, inspec-
tion, and other fees as the Secretary shall ap-
prove) in an amount not to exceed 90 per cen-
tum of the appraised value (as of the date the
mortgage is accepted for insurance) of a prop-
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erty, urban, suburban, or rural, upon which
there is located a dwelling designed prin-
cipally for residential use for not more than
two families in the aggregate, which is ap-
proved for mortgage insurance prior to the be-
ginning of construction, the construction of
which is begun after September 1, 1951. The
principal obligation of such mortgage shall
not, however, exceed $8,100 if such dwelling is
designed for a single-family residence, or
$15,000 if such dwelling is designed for a two-
family residence except that the Secretary
may by regulation increase these amounts to
not to exceed $9,000 and $16,000, respectively,
in any geographical area where he finds that
cost levels so require: Provided, That if the
Secretary finds that it is not feasible within
the aforesaid dollar amount limitations to
construct dwellings containing three or four
bedrooms per family unit without sacrifice of
sound standards of construction, design, and
livability, he may increase such dollar amount
limitations by not exceeding $1,080 for each
additional bedroom (as defined by the Sec-
retary) in excess of two contained in such fam-
ily unit if he finds that such unit meets sound
standards of livability as a three-bedroom or a
four-bedroom unit as the case may be;

(3) have a maturity satisfactory to the Sec-
retary but not to exceed thirty years from the
date of the insurance of the mortgage;

(4) contain complete amortization provisions
satisfactory to the Secretary;

(5) bear interest (exclusive of premium
charges for insurance) at not to exceed 41⁄2 per
centum per annum on the amount of the prin-
cipal obligation outstanding at any time;

(6) provide, in a manner satisfactory to the
Secretary, for the application of the mortga-
gor’s periodic payments (exclusive of the
amount allocated to interest and to the pre-
mium charge which is required for mortgage
insurance as herein provided) to amortization
of the principal of the mortgage; and

(7) contain such terms and provisions with
respect to insurance, repairs, alterations, pay-
ment of taxes, default reserves, delinquency
charges, foreclosure proceedings, anticipation
of maturity, additional and secondary liens,
and other matters as the Secretary may in his
discretion prescribe.

(c) Premium charges; payments; needs of na-
tional defense as prerequisite; adjustments
and refunds

The Secretary is authorized to fix a premium
charge for the insurance of mortgages under this
subchapter but in the case of any mortgage such
charge shall not be less than an amount equiva-
lent to one-half of 1 per centum per annum nor
more than an amount equivalent to 11⁄2 per cen-
tum per annum of the amount of the principal
obligation of the mortgage outstanding at any
time, without taking into account delinquent
payments or prepayments. Such premium
charges shall be payable by the mortgagee, ei-
ther in cash or in debentures issued by the Sec-
retary under this subchapter at par plus accrued
interest, in such manner as may be prescribed
by the Secretary: Provided, That the Secretary
may require the payment of one or more such

premium charges at the time the mortgage is in-
sured, at such discount rate as he may prescribe
not in excess of the interest rate specified in the
mortgage. If the Secretary finds upon the pres-
entation of a mortgage for insurance and the
tender of the initial premium charge or charges
so required that the mortgage complies with the
provisions of this subchapter, such mortgage
may be accepted for insurance by endorsement
or otherwise as the Secretary may prescribe; but
no mortgage shall be accepted for insurance
under this subchapter unless the Secretary
finds that the project with respect to which the
mortgage is executed is an acceptable risk in
view of the needs of national defense. In the
event that the principal obligation of any mort-
gage accepted for insurance under this sub-
chapter is paid in full prior to the maturity
date, the Secretary is further authorized in his
discretion to require the payment by the mort-
gagee of an adjusted premium charge in such
amount as the Secretary determines to be equi-
table, but not in excess of the aggregate amount
of the premium charges that the mortgagee
would otherwise have been required to pay if the
mortgage has continued to be insured under this
subchapter until such maturity date; and in the
event that the principal obligation is paid in full
as herein set forth the Secretary is authorized
to refund to the mortgagee for the account of
the mortgagor all, or such portion as he shall
determine to be equitable, of the current un-
earned premium charges theretofore paid. Upon
application of the mortgagee with the consent of
the mortgagor of a mortgage for which a com-
mitment to insure has been issued pursuant to
section 1709 of this title covering property on
which the construction of the dwellings thereon
was begun prior to the enactment of this sub-
chapter and the determination of prevailing
wages in the locality in accordance with section
1715c of this title, the Secretary is authorized,
notwithstanding such beginning of construction,
to convert such commitment to a commitment
under section 1750g of this title; any charges or
fees paid to the Secretary with respect to such
insurance under section 1709 of this title shall be
credited to charges or fees due the Secretary
with respect to such insurance under section
1750g of this title; and the determination of pre-
vailing wages in the locality for purposes of sec-
tion 1715c of this title may be made by the Sec-
retary of Labor at any time prior to the insur-
ance under section 1750g of this title: Provided,
That such mortgage, or the mortgage covering
the same property executed in substitution
therefor, is otherwise eligible for insurance
under section 1750g of this title.
(d) Preference or priority in purchasing or rent-

ing properties
Notwithstanding any other provisions of this

chapter or any other Act, except provisions of
law enacted hereafter expressly referring to this
subsection (d), the Secretary is further author-
ized to prescribe such procedures as are nec-
essary to secure to persons engaged or to be en-
gaged in national defense activities preference
or priority of opportunity to purchase or rent
properties, or interests therein, covered by
mortgages insured under this subchapter.
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(e) Conclusiveness of insurance contract as to
eligibility

Any contract of insurance heretofore or here-
after executed by the Secretary under this sub-
chapter shall be conclusive evidence of the eligi-
bility of the mortgage for insurance, and the va-
lidity of any contract of insurance so executed
shall be incontestable in the hands of an ap-
proved mortgagee from the date of the execution
of such contract, except for fraud or misrepre-
sentation on the part of such approved mortga-
gee.

(June 27, 1934, ch. 847, title IX, § 903, as added
Sept. 1, 1951, ch. 378, title II, § 201, 65 Stat. 296;
amended July 14, 1952, ch. 723, § 13, 66 Stat. 604;
June 30, 1953, ch. 170, § 11, 67 Stat. 124; Aug. 2,
1954, ch. 649, title I, § 128(b), 68 Stat. 609; Pub. L.
89–117, title XI, § 1108(x), Aug. 10, 1965, 79 Stat.
507; Pub. L. 90–19, § 1(a)(3), (4), (s), (t), May 25,
1967, 81 Stat. 17, 19.)

REFERENCES IN TEXT

The General Insurance Fund, referred to in text, was
established by section 1735c of this title.

Section 1715h of this title, referred to in subsec. (a),
was repealed by Pub. L. 100–242, title IV, § 401(a)(1), Feb.
5, 1988, 101 Stat. 1898.

AMENDMENTS

1967—Pub. L. 90–19, § 1(a)(3), substituted ‘‘Secretary’’
for ‘‘Commissioner’’ wherever appearing in subsecs. (a),
(b)(1) to (4), (6), (7), and (c) to (e).

Subsec. (a). Pub. L. 90–19, § 1(a)(4), (s), substituted
‘‘Secretary’s’’ and ‘‘Secretary of Housing and Home De-
velopment’’ for ‘‘Commissioner’s’’ and ‘‘Housing and
Home Finance Administrator’’, respectively.

Subsec. (d). Pub. L. 90–19, § 1(t), struck out ‘‘, with
the approval of the Housing and Home Finance Admin-
istrator,’’ before ‘‘is further authorized’’.

1965—Subsec. (a). Pub. L. 89–117 substituted ‘‘General
Insurance Fund’’ for ‘‘National Defense Housing Insur-
ance Fund’’.

1954—Subsec. (a). Act Aug. 2, 1954, inserted proviso re-
lating to requirement for rental for a period of not less
than three years after dwelling is made available for
initial occupancy.

1953—Subsec. (a). Act June 30, 1953, inserted proviso
commencing ‘‘Provided further, That in the event’’.

1952—Subsec. (c). Act July 14, 1952, inserted last sen-
tence.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1715q, 1750c,
1750g of this title.

§ 1750c. Mortgage insurance benefits

(a) Conveyance and assignment by mortgagee
after foreclosure; debentures and certificates
of claim; cost of foreclosure

In any case in which the mortgagee under a
mortgage insured under section 1750b of this
title shall have foreclosed and taken possession
of the mortgaged property, in accordance with
regulations of, and within a period to be deter-
mined by, the Secretary, or shall, with the con-
sent of the Secretary, have otherwise acquired
such property from the mortgagor after default,
the mortgagee shall be entitled to receive the
benefit of the insurance as hereinafter provided,
upon (1) the prompt conveyance to the Sec-
retary of title to the property which meets the
requirements of rules and regulations of the
Secretary in force at the time the mortgage was

insured, and which is evidenced in the manner
prescribed by such rules and regulations; and (2)
the assignment to him of all claims of the mort-
gagee against the mortgagor or others, arising
out of the mortgage transaction or foreclosure
proceedings, except such claims as may have
been released with the consent of the Secretary.
Upon such conveyance and assignment the obli-
gation of the mortgagee to pay the premium
charges for insurance shall cease and the Sec-
retary shall, subject to the cash adjustment
hereinafter provided, issue to the mortgagee de-
bentures having a total face value equal to the
value of the mortgage and a certificate of claim,
as hereinafter provided. For the purposes of this
subsection, the value of the mortgage shall be
determined, in accordance with rules and regu-
lations prescribed by the Secretary, by adding
to the amount of the original principal obliga-
tion of the mortgage which was unpaid on the
date of the institution of foreclosure proceed-
ings, or on the date of the acquisition of the
property after default other than by foreclosure,
the amount of all payments which have been
made by the mortgagee for taxes, ground rents,
and water rates, which are liens prior to the
mortgage, special assessments which are noted
on the application for insurance or which be-
come liens after the insurance of the mortgage,
insurance of the mortgaged property, and any
mortgage insurance premiums and by deducting
from such total amount any amount received on
account of the mortgage after either of such
dates and any amount received as rent or other
income from the property, less reasonable ex-
penses incurred in handling the property, after
either of such dates: Provided, That with respect
to mortgages which are foreclosed before there
shall have been paid on account of the principal
obligation of the mortgage a sum equal to 10 per
centum of the appraised value of the property as
of the date the mortgage was accepted for insur-
ance, there may be included in the debentures
issued by the Secretary, on account of the cost
of foreclosure (or of acquiring the property by
other means) actually paid by the mortgagee
and approved by the Secretary an amount—

(1) not in excess of 2 per centum of the un-
paid principal of the mortgage as of the date
of the institution of foreclosure proceedings
and not in excess of $75; or

(2) not in excess of two-thirds of such cost,
whichever is the greater: Provided further,
That with respect to any debentures issued on
or after September 2, 1964, the Secretary may,
with the consent of the mortgagee (in lieu of
issuing a certificate of claim as provided in
subsection (e) of this section), include in de-
bentures, in addition to amounts otherwise al-
lowed for such costs, an amount not to exceed
one-third of the total foreclosure, acquisition,
and conveyance costs actually paid by the
mortgagee and approved by the Secretary, but
in no event may the total allowance for such
costs exceed the amount actually paid by the
mortgagee: And provided further, That with re-
spect to mortgages to which the provisions of
sections 532 and 536 of the Appendix to title 50,
apply and which are insured under section
1750b of this title, and subject to such regula-
tions and conditions as the Secretary may pre-
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scribe, there shall be included in the deben-
tures an amount which the Secretary finds to
be sufficient to compensate the mortgagee for
any loss which it may have sustained on ac-
count of interest on debentures and the pay-
ment of insurance premiums by reason of its
having postponed the institution of fore-
closure proceedings or the acquisition of the
property by other means during any part or all
of the period of such military service and
three months thereafter.

(b) Consent to release of mortgagee or property
The Secretary may at any time, under such

terms and conditions as he may prescribe, con-
sent to the release of the mortgagor from his li-
ability under the mortgage or the credit instru-
ment secured thereby, or consent to the release
of parts of the mortgaged property from the lien
of the mortgage.
(c) Debentures; form and denomination

Debentures issued under this subchapter shall
be in such form and denominations in multiples
of $50, shall be subject to such terms and condi-
tions, and shall include such provisions for re-
demption, if any, as may be prescribed by the
Secretary with the approval of the Secretary of
the Treasury, and may be in coupon or reg-
istered form. Any difference between the
amount of debentures to which the mortgagee is
entitled under this section or section 1750g of
this title and the aggregate face value of the de-
bentures issued, not to exceed $350, shall be ad-
justed by the payment of cash by the Secretary
to the mortgagee from the General Insurance
Fund.
(d) Debentures; execution; negotiability; terms;

tax exemptions
The debentures issued under this section to

any mortgagee shall be executed in the name of
the General Insurance Fund as obligor, shall be
signed by the Secretary by either his written or
engraved signature, and shall be negotiable. All
such debentures shall be dated as of the date
foreclosure proceedings were instituted, or the
property was otherwise acquired by the mortga-
gee after default, except that debentures issued
pursuant to claims for insurance filed on or
after September 2, 1964 shall be dated as of the
date of default or as of such later date as the
Secretary, in his discretion, may establish by
regulation. The debentures shall bear interest
from such date at a rate determined by the Sec-
retary, with the approval of the Secretary of the
Treasury, at the time the mortgage was accept-
ed for insurance, but not to exceed 3 per centum
per annum, payable semiannually on the 1st day
of January and the 1st day of July of each year.
Such debentures shall mature twenty years
after the date thereof. Such debentures shall be
exempt, both as to principal and interest, from
all taxation (except surtaxes, estate, inherit-
ance, or gift taxes) now or hereafter imposed by
any Territory, dependency, or possession of the
United States, or by the District of Columbia, or
by any State, county, municipality, or local tax-
ing authority, and shall be paid out of the Gen-
eral Insurance Fund, which shall be primarily
liable therefor, and they shall be fully and un-
conditionally guaranteed as to principal and in-

terest by the United States, and such guaranty
shall be expressed on the face of the debentures.
In the event that the General Insurance Fund
fails to pay upon demand, when due, the prin-
cipal of or interest on any debentures issued
under this subchapter, the Secretary of the
Treasury shall pay to the holders the amount
thereof which is authorized to be appropriated,
out of any money in the Treasury not otherwise
appropriated, and thereupon to the extent of the
amount so paid the Secretary of the Treasury
shall succeed to all the rights of the holders of
such debentures.
(e) Certificate of claim; division of excess pro-

ceeds
The certificate of claim issued by the Sec-

retary to any mortgagee under this section shall
be for an amount determined in accordance
with, and shall contain provisions and shall be
paid in accordance with, the provisions of sec-
tion 1710(e) and section 1710(f) of this title.
(f) Handling and disposal of property; settlement

of claims
Notwithstanding any other provision of law

relating to the acquisition, handling, or disposal
of real property by the United States, the Sec-
retary shall have power to deal with, complete,
rent, renovate, modernize, insure, make con-
tracts or establish suitable agencies for the
management of, or sell for cash or credit, in his
discretion, any properties conveyed to him in
exchange for debentures and certificates of
claim as provided in this section; and, notwith-
standing any other provision of law, the Sec-
retary shall also have power to pursue to final
collection, by way of compromise or otherwise,
all claims against mortgagors assigned by mort-
gagees to the Secretary as provided in this sub-
chapter: Provided, That section 5 of title 41 shall
not be construed to apply to any purchase or
contract for services or supplies on account of
such property if the amount thereof does not ex-
ceed $1,000. The power to convey and to execute
in the name of the Secretary deeds of convey-
ances, deeds of release, assignments, and satis-
factions of mortgages, and any other written in-
strument relating to real property or any inter-
est therein heretofore or hereafter acquired by
the Secretary pursuant to the provisions of this
chapter, may be exercised by an officer ap-
pointed by him, without the execution of any
express delegation of power or power of attor-
ney: Provided, That nothing in this subsection
shall be construed to prevent the Secretary from
delegating such power by order or by power of
attorney in his discretion, to any officer, agent,
or employee he may appoint.
(g) Mortgagor�s or mortgagee�s interest in prop-

erty or claim conveyed
No mortgagee or mortgagor shall have, and no

certification of claim shall be construed to give
to any mortgagee or mortgagor, any right or in-
terest in any property conveyed to the Sec-
retary or in any claim assigned to him; nor shall
the Secretary owe any duty to any mortgagee or
mortgagor with respect to the handling or dis-
posal of any such property or the collection of
any such claim.

(June 27, 1934, ch. 847, title IX, § 904, as added
Sept. 1, 1951, ch. 378, title II, § 201, 65 Stat. 298;
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amended Aug. 2, 1954, ch. 649, title I, § 112(d), 68
Stat. 593; Pub. L. 88–560, title I, § 105(e), (f), Sept.
2, 1964, 78 Stat. 773, 774; Pub. L. 89–117, title XI,
§ 1108(y), Aug. 10, 1965, 79 Stat. 507; Pub. L. 90–19,
§ 1(a)(3), (d), May 25, 1967, 81 Stat. 17, 18; Pub. L.
98–479, title II, § 204(a)(23), Oct. 17, 1984, 98 Stat.
2233.)

REFERENCES IN TEXT

The General Insurance Fund, referred to in text, was
established by section 1735c of this title.

AMENDMENTS

1984—Subsec. (d). Pub. L. 98–479 substituted ‘‘author-
ized’’ for ‘‘auhorized’’ in last sentence.

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’ wherever appearing in subsecs. (a), (a)(2),
and (b) to (g).

Subsec. (f). Pub. L. 90–19, § 1(d), substituted ‘‘an offi-
cer’’ for ‘‘the Commissioner or by any Assistant Com-
missioner’’.

1965—Subsecs. (c), (d). Pub. L. 89–117, § 1108(y)(1), sub-
stituted ‘‘General Insurance Fund’’ for ‘‘National De-
fense Housing Insurance Fund’’.

Subsec. (e). Pub. L. 89–117, § 1108(y)(2), removed limi-
tation which had rendered applicable to certificates of
claim only those provisions of sections 1710(e) and
1710(f) of this title which were applicable to mortgages
insured under section 1713 of this title and struck out
provision that reference in section 1710(f) of this title
to the ‘‘Housing Insurance Fund’’ shall be deemed for
the purpose of this section to be reference to the ‘‘Na-
tional Defense Housing Insurance Fund’’.

1964—Subsec. (a). Pub. L. 88–560, § 105(e)(1), (f), in-
serted ‘‘Provided further, That with respect to any de-
bentures issued on or after September 2, 1964, the Com-
missioner may, with the consent of the mortgagee (in
lieu of issuing a certificate of claim as provided in sub-
section (e)), include in debentures, in addition to
amounts otherwise allowed for such costs, an amount
not to exceed one-third of the total foreclosure, acqui-
sition, and conveyance costs actually paid by the mort-
gagee and approved by the Commissioner, but in no
event may the total allowance for such costs exceed the
amount actually paid by the mortgagee:’’ and struck
out ‘‘paid after either of such dates’’ after ‘‘mortgage
insurance premiums’’ in third sentence, respectively.

Subsec. (c). Pub. L. 88–560, § 105(e)(2), increased limita-
tion on difference between amount of debentures to
which the mortgagee is entitled under this section or
section 1750g of this title and aggregate face value of
debentures issued from $50 to $350.

Subsec. (d). Pub. L. 88–560, § 105(e)(3), substituted in
second sentence ‘‘default, except that debentures issued
pursuant to claims for insurance filed on or after Sep-
tember 2, 1964 shall be dated as of the date of default
or as of such later date as the Commissioner, in his dis-
cretion, may establish by regulation. The debentures’’
for ‘‘default, and’’.

1954—Subsec. (d). Act Aug. 2, 1954, in third sentence,
substituted a twenty-year period for the ten-year pe-
riod, with respect to the maturity of debentures.

EFFECTIVE DATE OF 1954 AMENDMENT

Amendment by act Aug. 2, 1954, as not applicable in
any case where the mortgage involved was insured or
the commitment for such insurance was issued prior to
Aug. 2, 1954, see section 112(e) of that act, set out as a
note under section 1710 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1750g of this
title.

§ 1750d. Repealed. Pub. L. 89�117, title XI,
§ 1108(aa), Aug. 10, 1965, 79 Stat. 507

Section, act June 27, 1934, ch. 847, title IX, § 905, as
added Sept. 1, 1951, ch. 378, title II, § 201, 65 Stat. 301,

provided for management of National Defense Housing
Insurance Fund, issue and cancellation of debentures,
and receipt and payment of charges and fees.

§ 1750e. Taxation

Nothing in this subchapter shall be construed
to exempt any real property acquired and held
by the Secretary under this subchapter from
taxation by any State or political subdivision
thereof, to the same extent, according to its
value, as other real property is taxed.

(June 27, 1934, ch. 847, title IX, § 906, as added
Sept. 1, 1951, ch. 378, title II, § 201, 65 Stat. 301;
amended Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81
Stat. 17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’.

§ 1750f. Rules and regulations

The Secretary is authorized and directed to
make such rules and regulations as may be nec-
essary to carry out the provisions of this sub-
chapter.

(June 27, 1934, ch. 847, title IX, § 907, as added
Sept. 1, 1951, ch. 378, title II, § 201, 65 Stat. 301;
amended Pub. L. 90–19, § 1(a)(3), May 25, 1967, 81
Stat. 17.)

AMENDMENTS

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’.

§ 1750g. Insurance of additional mortgages

(a) Authorization
In addition to mortgages insured under sec-

tion 1750b of this title, the Secretary is author-
ized to insure mortgages as defined in section
1750 of this title (including advances on such
mortgages during construction) which are eligi-
ble for insurance as hereinafter provided.
(b) Eligibility requirements; release of part of

property
To be eligible for insurance under this section

a mortgage shall meet the following conditions:
(1) The mortgaged property shall be held by

a mortgagor approved by the Secretary. The
Secretary may, in his discretion, require such
mortgagor to be regulated or restricted as to
rents or sales, charges, capital structure, rate
of return, and methods of operation. The Sec-
retary may make such contracts with, and ac-
quire for not to exceed $100 stock or interest in
any such mortgagor, as the Secretary may
deem necessary to render effective such re-
striction or regulation. Such stock or interest
shall be paid for out of the General Insurance
Fund, and shall be redeemed by the mortgagor
at par upon the termination of all obligations
of the Secretary under the insurance.

(2) The mortgage shall involve a principal
obligation in an amount—

(A) not to exceed $5,000,000; and
(B) not to exceed 90 per centum of the

amount which the Secretary estimates will
be the value of the property or project when
the proposed improvements are completed:
Provided, That such mortgage shall not in
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any event exceed the amount which the Sec-
retary estimates will be the cost of the com-
pleted physical improvements on the prop-
erty or project exclusive of off-site public
utilities and streets and organization and
legal expenses; and

(C) not to exceed $8,100 per family unit (or
$7,200 per family unit if the number of rooms
in such property or project does not equal or
exceed four per family unit) for such part of
such property or project as may be attrib-
utable to dwelling use: Provided, That the
Secretary may by regulation increase such
dollar amount limitations by not exceeding
$900 in any geographical area where he finds
that cost levels so require.

(3) The mortgagor shall enter into the agree-
ment required by section 1715r of this title.

The mortgage shall provide for complete amor-
tization by periodic payments within such term
as the Secretary shall prescribe, and shall bear
interest (exclusive of premium charges for insur-
ance) at not to exceed 41⁄2 per centum per annum
on the amount of the principal obligation out-
standing at any time. The Secretary may con-
sent to the release of a part or parts of the mort-
gaged property from the lien of the mortgage
upon such terms and conditions as he may pre-
scribe and the mortgage may provide for such
release.
(c) Default; debentures; cash adjustment; certifi-

cate of claim
The mortgagee shall be entitled to receive de-

bentures in connection with mortgages insured
under this section in the amount and under the
conditions specified in subsection (g) of section
1713 of this title, and the references in said sub-
section (g) to the cash adjustment provided for
in subsection (j) of section 1713 and to the cer-
tificate of claim provided for in subsection (h) of
section 1713 shall be deemed to refer respectively
to the cash adjustment provided for in sub-
section (c) of section 1750c of this title and to
the certificate of claim provided for in sub-
section (d) of this section.
(d) Certificate of claim; contents and payment

The certificate of claim issued by the Sec-
retary to any mortgagee under this section shall
be for an amount determined in accordance
with, and shall contain provisions and shall be
paid in accordance with, the provisions of sec-
tion 1713(h) of this title.
(e) Debentures; issuance and payment in accord-

ance with section 1750c(c), (d) of this title
Debentures issued under this section shall be

issued in accordance with the provisions of sec-
tion 1750c(c) and (d) of this title except that
such debentures shall be dated as of the date of
default as determined in subsection (c) of this
section, and shall bear interest from such date.
(f) Applicability of section 1713(k), (l) of this title

The provisions of section 1713(k) and (l) of this
title shall be applicable to mortgages insured
under this section and to property acquired by
the Secretary hereunder, except that, as applied
to such mortgages and property, the reference
therein to subsection (g) shall be construed to
refer to subsection (c) of this section.

(g) Applications under section 1743; credit for
fees upon reapplication under this section

In any case where an application for insurance
under section 1743 of this title was received by
the Secretary of Housing and Urban Develop-
ment on or before March 1, 1950, and has not
been rejected or committed upon, the mortgagee
upon reapplication for insurance of a mortgage
under this section with respect to the same
property shall receive credit for any application
fees paid in connection with the prior applica-
tion: Provided, That this subsection shall not
constitute a waiver of any requirements other-
wise applicable to the insurance of mortgages
under this section.

(h) Preferences
The Secretary shall grant preference to appli-

cations for insurance under this subchapter to
mortgages covering housing of lower rents.

(June 27, 1934, ch. 847, title IX, § 908, as added
Sept. 1, 1951, ch. 378, title II, § 201, 65 Stat. 301;
amended June 30, 1953, ch. 170, § 10(c), 67 Stat.
124; Aug. 2, 1954, ch. 649, title I, § 130, 68 Stat. 609;
Pub. L. 89–117, title XI, § 1108(z), Aug. 10, 1965, 79
Stat. 507; Pub. L. 90–19, § 1(a)(2), (3), May 25, 1967,
81 Stat. 17.)

REFERENCES IN TEXT

The General Insurance Fund, referred to in text, was
established by section 1735c of this title.

AMENDMENTS

1967—Pub. L. 90–19, § 1(a)(3), substituted ‘‘Secretary’’
for ‘‘Commissioner’’ wherever appearing in subsecs. (a),
(b)(1), (2)(B), (C), last par. following (C), (d), (f), and (h).

Subsec. (g). Pub. L. 90–19, § 1(a)(2), substituted ‘‘Sec-
retary of Housing and Urban Development’’ for ‘‘Fed-
eral Housing Commissioner’’.

1965—Subsec. (b)(1). Pub. L. 89–117, § 1108(z)(1), sub-
stituted ‘‘General Insurance Fund’’ for ‘‘National De-
fense Housing Insurance Fund’’.

Subsec. (d). Pub. L. 89–117, § 1108(z)(2), struck out pro-
vision that reference in section 1713(h) of this title to
‘‘the Housing Insurance Fund’’ shall be deemed for the
purposes of this section to be a reference to the Na-
tional Defense Housing Insurance Fund.

Subsec. (f). Pub. L. 89–117, § 1108(z)(3), struck out pro-
vision that references in subsections (k) and (l) of sec-
tion 1713 of this title ‘‘Housing Fund’’ shall be con-
strued to refer to the ‘‘National Defense Housing Insur-
ance Fund’’.

1954—Subsec. (b)(3). Act Aug. 2, 1954, substituted re-
quirement that mortgagor shall enter into the agree-
ment required by section 1715r of this title for former
provisions relating to certification of builders’ costs,
such certifications now being prescribed in said section
1715r.

1953—Subsec. (b). Act June 30, 1953, in paragraph com-
mencing ‘‘The mortgage shall provide’’, substituted
‘‘41⁄2 per centum’’ for ‘‘4 per centum’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1715c, 1731b,
1750b, 1750c of this title.

SUBCHAPTER XI—VOLUNTARY HOME
MORTGAGE CREDIT

CODIFICATION

This subchapter was enacted as part of the Housing
Act of 1954, and not as part of the National Housing Act
which comprises this chapter.
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§§ 1750aa to 1750jj. Omitted

CODIFICATION

Section 1750aa, act Aug. 2, 1954, ch. 649, title VI, § 601,
68 Stat. 637, contained a declaration of policy for vol-
untary home mortgage credit.

Section 1750bb, acts Aug. 2, 1954, ch. 649, title VI, § 602,
68 Stat. 637; Sept. 2, 1958, Pub. L. 85–857, § 13(s)(1), 72
Stat. 1266, defined ‘‘Insured or guaranteed mortgage
loan’’, ‘‘Private financing institutions’’, ‘‘Adminis-
trator’’, and ‘‘State’’.

Section 1750cc, acts Aug. 2, 1954, ch. 649, title VI, § 603,
68 Stat. 637; Aug. 11, 1955, ch. 783, title I, § 109(a)(3), 69
Stat. 640, provided for establishment and composition
of National Voluntary Mortgage Credit Extension Com-
mittee.

Section 1750dd, act Aug. 2, 1954, ch. 649, title VI, § 604,
68 Stat. 638, provided for establishment, composition,
and organization of regional subcommittees of Na-
tional Voluntary Mortgage Credit Extension Commit-
tee.

Section 1750ee, act Aug. 2, 1954, ch. 649, title VI, § 605,
68 Stat. 638, set forth general functions of National
Committee and regional subcommittees.

Section 1750ff, act Aug. 2, 1954, ch. 649, title VI, § 606,
68 Stat. 638, authorized National Committee to study
and review demand and supply of funds for residential
mortgage loans, to receive reports from and correlate
the activities of regional subcommittees to report peri-
odically to Commissioner of Federal Housing Adminis-
tration and Administrator of Veterans’ Affairs, to
maintain liaison with State and local government
housing officials, and to submit reports to Congress.

Section 1750gg, acts Aug. 2, 1954, ch. 649, title VI, § 607,
68 Stat. 639; Sept. 2, 1958, Pub. L. 85–857, § 13(s)(1), 72
Stat. 1266, set forth the functions, powers, and duties of
regional subcommittees.

Section 1750hh, act Aug. 2, 1954, ch. 649, title VI, § 608,
68 Stat. 640, authorized Administrator, after consulta-
tion with National Committee, to issue general rules
and procedures for implementation of this subchapter
and functioning of regional subcommittees.

Section 1750ii, act Aug. 2, 1954, ch. 649, title VI, § 609,
68 Stat. 640, exempted laws promulgated pursuant to
this subchapter from prohibitions of antitrust laws or
Federal Trade Commission Act of United States, pro-
vided for status of members of National Committee or
any of regional subcommittees, and provided for an of-
fice, staff assistance and expenses of members.

Section 1750jj, acts Aug. 2, 1954, ch. 649, title VI, § 610,
68 Stat. 640; June 29, 1957, Pub. L. 85–66, 71 Stat. 209;
July 12, 1957, Pub. L. 85–104, title VI, § 602, 71 Stat. 304;
July 31, 1959, Pub. L. 86–119, 73 Stat. 266; Sept. 23, 1959,
Pub. L. 86–372, title VIII, § 806, 73 Stat. 687; June 30, 1961,
Pub. L. 87–70, title IX, § 903, 75 Stat. 191, provided that,
unless Congress authorized for an earlier termination,
this subchapter and all authority conferred hereunder
was to terminate at close of Oct. 1, 1965.

CHAPTER 14�FEDERAL CREDIT UNIONS

Sec.
1751. Short title.
1751a. Omitted.

SUBCHAPTER I—GENERAL PROVISIONS

1752. Definitions.
1752a. National Credit Union Administration.

(a) Establishment; management under
National Credit Union Administra-
tion Board.

(b) Membership and appointment of
Board.

(c) Term of office.
(d) Management of Administration vest-

ed in Board; adoption of rules;
quorum; report to President and
Congress.

(e) Functions of Chairman.
(f) Audit by General Accounting Office.

Sec.
1753. Federal credit union organization.
1754. Approval of organization certificate.
1755. Fees.

(a) Payment by Federal credit union to
Administration.

(b) Determinations of amount, assess-
ment periods, and payment dates.

(c) Supervision charge exception; waiver
of payment.

(d) Payment into Treasury of United
States.

(e) Investment of annual operating fees
not needed for current operations.

1756. Reports and examinations.
1756a. Omitted.
1757. Powers.
1757a. Limitation on member business loans.

(a) In general.
(b) Exceptions.
(c) Definitions.
(d) Effect on existing loans.
(e) Consultation and cooperation with

State credit union supervisors.
1758. Bylaws.
1759. Membership.

(a) In general.
(b) Membership field.
(c) Exceptions.
(d) Multiple common-bond credit union

group requirements.
(e) Additional membership eligibility

provisions.
(f) Criteria for approval of expansion of

multiple common-bond credit
unions.

(g) Regulations required for community
credit unions.

1760. Members’ meetings.
1761. Management.

(a) Board of directors, credit committee,
and supervisory committee; elec-
tion to board.

(b) Membership on supervisory commit-
tee; names and addresses of officers
and committee members.

(c) Compensation.
1761a. Officers of the board.
1761b. Board of directors; meetings; powers and du-

ties; executive committee; membership offi-
cers; membership application.

1761c. Credit committee.
(a) Members; meetings; lines of credit

and approval of loans; delegation to
loan officers.

(b) Review and reversal of loan refusals;
review by board in lieu of commit-
tee; limitation on disbursements by
loan officers.

1761d. Supervisory committee; powers and duties;
suspension of members; passbook.

1762. Repealed.
1763. Dividends.
1764. Expulsion and withdrawal.

(a) Expulsion by two-thirds vote.
(b) Expulsion based on nonparticipation.
(c) Liability to credit union.

1765. Minors.
1766. Powers of Board.
1767. Fiscal agents and depositories; authorization

to secure deposits by governmental bodies.
1768. Taxation.
1769. Separability; right to alter, amend, or repeal

chapter.
1770. Allotment of space in Federal buildings.
1771. Conversion from Federal to State credit

union and from State to Federal credit
union.

1772. Territorial application of chapter.
1772a. Gifts; acceptance of conditional gifts; deposit.
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Sec.
1772b. Apportionment.
1772c. Trust fund.
1772c–1. Community development revolving loan fund

for credit unions.
(a) In general.
(b) Investment.
(c) Loans.
(d) Interest.
(e) ‘‘Fund’’ defined.

1772d. Forfeiture of organization certificate for
money laundering or cash transaction re-
porting offenses.

(a) Forfeiture of franchise for money
laundering or cash transaction re-
porting offenses.

(b) Factors to be considered.
(c) Successor liability.

1773. District of Columbia credit unions; conver-
sion to Federal status.

1774. Approval of certificate; assets and obligations
of applicant credit union.

1775. Conditions upon conversion to Federal status.

SUBCHAPTER II—SHARE INSURANCE

1781. Insurance of member accounts.
(a) Eligibility.
(b) Application; agreement.
(c) Approval of application.
(d) Certificate of insurance.
(e) Prohibition on certain associations.

1782. Administration of insurance fund.
(a) Reports of condition.
(b) Certified statement.
(c) Deposit with National Credit Union

Share Insurance Fund; amount, re-
turn, distribution, etc.

(d) Remedy for failure to report; penalty
for failure to file certified state-
ment or pay premium; dispute as to
deposit or premium charge; prohibi-
tion on distribution of assets or
dividends while in default.

(e) Recovery of unpaid deposit or pre-
mium; limitations.

(f) Penalty for failure to comply with
section; court determination of fail-
ure; remedies not exclusive.

(g) Records.
(h) Definitions.

1783. National Credit Union Share Insurance Fund.
(a) Creation; use of fund.
(b) Deposit of deposits and premium

charges, fees and penalties.
(c) Investment authorization.
(d) Loans to fund, limitation and terms;

interest accrual; determination of
interest rate.

(e) Excess funds credited against loans.
(f) Authorization for fund to borrow from

Central Liquidity Facility.
1784. Examination of insured credit unions.

(a) Examiners and claim agents; powers;
report by examiner; jurisdiction of
court.

(b) Power of Board; jurisdiction of court.
(c) Court orders enforcing subpenas; im-

munity.
(d) Administration acceptance of State

board reports; reports of Board fur-
nished to State board.

(e) Flood insurance compliance by in-
sured credit unions.

(f) Access to liquidity.
(g) Sharing information with Federal re-

serve banks.
1785. Requirements governing insured credit

unions.
(a) Advertisement of insured status; ex-

emptions; regulation of signs.

Sec.
(b) Restrictions.
(c) Considerations for waiver or enforce-

ment of restrictions.
(d) Prohibition.
(e) Security standards; reports; penalty.
(f) Share draft accounts; maintenance,

loans, etc.
(g) Interest rates.
(h) Emergency merger.
(i) Emergency purchase of assets; con-

version to insured deposits.
1786. Termination of insured credit union status;

cease and desist orders; removal or suspen-
sion from office; procedure.

(a) Termination of insurance.
(b) Unsound condition of credit union;

notice to correct condition; hearing;
judicial review.

(c) Notice to members of termination of
insured status.

(d) Continuation of insurance for one
year; approval of conversion of
status; procedure subsequent to ap-
proval; reduction of premium
charges.

(e) Opinion of Board as to unsound condi-
tion of credit union; notice of
charges; hearing; order to cease and
desist; judicial review.

(f) Temporary cease and desist order; in-
junctive procedure.

(g) Removal and prohibition authority.
(h) Board’s appointment of conservator;

consultation with State; authority.
(i) Suspension or removal of institution-

affiliated party charged with crime.
(j) Jurisdiction of hearing; procedure; ju-

dicial review.
(k) Jurisdiction and enforcement; pen-

alty.
(l) Criminal penalty for violation of cer-

tain orders.
(m) Definitions.
(n) Notice or order to State board super-

vising State-chartered credit union.
(o) Notice of proceedings to State board

supervising State-chartered credit
union; effect of corrective action by
State board; attack on validity of
notice or order.

(p) Proceedings; powers of Board; court
enforcement of subpenas; witness
fees; expenses and attorneys’ fees.

(q) Compliance with monetary trans-
action recordkeeping and report re-
quirements.

(r) ‘‘Institution-affiliated party’’ defined.
(s) Public disclosure of agency action.
(t) Regulation of certain forms of bene-

fits to institution-affiliated parties.
(u) Foreign investigations.
(v) Termination of insurance for money

laundering or cash transaction re-
porting offenses.

1786a. Regulation and examination of credit union
organizations and service providers.

(a) Regulation and examination of credit
union organizations.

(b) Applicability of section 1786.
(c) Service performed by contract or

otherwise.
(d) Administration by Board.
(e) Definitions.
(f) Expiration of authority.

1787. Payment of insurance.
(a) Liquidation by Board; bond; appoint-

ment of agent; fees to be fixed by
Board.

(b) Powers and duties of Board as con-
servator or liquidating agent.
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Sec.
(c) Provisions relating to contracts en-

tered into before appointment of
conservator or liquidating agent.

(d) Payment of insured deposits.
(e) Subrogation of Board.
(f) Valuation of claims in default.
(g) Limitation on court action.
(h) Liability of directors and officers.
(i) Damages.
(j) Board as liquidating agent of State-

chartered credit unions.
(k) Extent of insurance coverage; insur-

ance of public funds; insurance re-
garding pension and profit-sharing
plans.

(l) Payment; discharge of liability.
(m) Undisclosed names.
(n) Withholding of payment due to liabil-

ity of credit union member.
(o) Unclaimed insured accounts; limita-

tions.
(p) Sale of assets; security for loans; ap-

proval of court; agreements affect-
ing interest of Board in any asset
acquired by it.

(q) Prohibition on certain acquisitions of
assets.

(r) Foreign investigations.
1788. Special assistance to avoid liquidation.

(a) Loans; purchase of assets; accounts;
agreements affecting interest of
Board in any asset acquired by it.

(b) Protection of Fund.
(c) Money paid into Fund.

1789. Administrative provisions.
1789a. Credit unions as depositaries of public money;

fiscal agents; duties.
1790. Nondiscriminatory provision.
1790a. Board disapproval of directors, committee

members, and senior executive officers of
insured credit unions.

(a) Prior notice required.
(b) Disapproval by Board.
(c) Exception in extraordinary circum-

stances.
(d) Additional information.
(e) Standard for disapproval.
(f) Definition regulations.

1790b. Credit union employee protection remedy.
(a) In general.
(b) Enforcement.
(c) Remedies.
(d) Limitations.

1790c. Reward for information leading to recoveries
or civil penalties.

1790d. Prompt corrective action.
(a) Resolving problems to protect Fund.
(b) Regulations required.
(c) Net worth categories.
(d) Risk-based net worth requirement for

complex credit unions.
(e) Earnings-retention requirement ap-

plicable to credit unions that are
not well capitalized.

(f) Net worth restoration plan required.
(g) Restrictions on undercapitalized cred-

it unions.
(h) More stringent treatment based on

other supervisory criteria.
(i) Action required regarding critically

undercapitalized credit unions.
(j) Review required when Fund incurs

material loss.
(k) Appeals process.
(l) Consultation and cooperation with

State credit union supervisors.
(m) Corporate credit unions exempted.
(n) Other authority not affected.
(o) Definitions.

Sec.
SUBCHAPTER III—CENTRAL LIQUIDITY FACILITY

1795. Congressional findings.
1795a. Definitions.
1795b. National Credit Union Administration Cen-

tral Liquidity Facility; establishment;
management; jurisdiction.

1795c. Membership.
(a) Credit unions serving natural persons.
(b) Credit unions serving other credit

unions.
(c) Stock subscription requirements.
(d) Functions of Agent members of Facil-

ity.
(e) Withdrawal from or termination of

membership.
1795d. Capital stock.

(a) Opening of books; minimum subscrip-
tion.

(b) Requirements.
(c) Redemption of stock.
(d) Use of subscription amount.
(e) Restriction on advances to credit

unions.
1795e. Extensions of credit.
1795f. Powers of Board.

(a) General authorities.
(b) Collection and settlement of checks,

share drafts, etc.; charges; rules and
regulations.

1795g. Depositories, custodians, and fiscal agents.
1795h. Audit of financial transactions.
1795i. Annual report.
1795j. Agent of Federal Reserve System.
1795k. State and local tax exemption.

(a) Franchise, activities, etc., of Central
Liquidity Facility; exception.

(b) Notes, bonds, debentures and other
obligations of Central Liquidity Fa-
cility; exceptions.

(c) ‘‘State’’ defined; tax status.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 1818, 1831k,
1831t, 2804, 4009, 4309, 4742, 4909 of this title; title 7 sec-
tion 2019; title 15 sections 1607, 1681s, 1691c, 1692l, 1693o,
6505, 6805, 6822; title 18 section 709; title 42 section 5318a.

§ 1751. Short title

This chapter may be cited as the ‘‘Federal
Credit Union Act’’.

(June 26, 1934, ch. 750, § 1, 48 Stat. 1216; Pub. L.
86–354, § 1, Sept. 22, 1959, 73 Stat. 628.)

AMENDMENTS

1959—Pub. L. 86–354 reenacted section without
change.

TRANSFER OF FUNCTIONS

Secretary and Department of Health, Education, and
Welfare redesignated Secretary and Department of
Health and Human Services by section 3508 of Title 20,
Education.

Transfer of functions of Farm Credit Administration
and Governor thereof to Bureau of Farm Credit Unions
and Director thereof under jurisdiction of Federal Se-
curity Agency by act June 29, 1948, ch. 711, §§ 1, 2, 62
Stat. 1091, and abolishment of Agency and transfer of
its functions to Department of Health, Education, and
Welfare by Reorg. Plan No. 1 of 1953, § 5, eff. Apr. 11,
1953, 18 F.R. 2053, 67 Stat. 632, see section 1752a of this
title, and notes thereunder.

Functions of Farm Credit Administration and Gov-
ernor thereof under this chapter, together with func-
tions of Secretary of Agriculture with respect thereto,
transferred to Federal Deposit Insurance Corporation
by Reorg. Plan No. 1 of 1947, § 401, eff. July 1, 1947, 12
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1 So in original. Probably should be ‘‘or share draft account’’.
2 So in original. Probably should be ‘‘or share draft accounts’’.

F.R. 4534, 61 Stat. 952, set out in the Appendix to Title
5, Government Organization and Employees. A similar
transfer of functions for duration of World War II was
effected by Ex. Ord. No. 9148, Apr. 27, 1942, 7 F.R. 3145.

Farm Credit Administration transferred to Depart-
ment of Agriculture by Reorg. Plan No. I of 1939, § 401,
eff. July 1, 1939, 4 F.R. 2730, 53 Stat. 1429, set out in the
Appendix to Title 5.

SHORT TITLE OF 1998 AMENDMENT

Pub. L. 105–219, § 1(a), Aug. 7, 1998, 112 Stat. 913, pro-
vided that: ‘‘This Act [enacting sections 1757a and 1790d
of this title, amending sections 1752a, 1759, 1782, and
1784 to 1787 of this title, repealing section 1762 of this
title, and enacting provisions set out as notes under
this section and sections 1752a, 1757a, 1759, 1790d, 4801,
and 4803 of this title] may be cited as the ‘Credit Union
Membership Access Act’.’’

SHORT TITLE OF 1987 AMENDMENT

Pub. L. 100–86, title VII, § 701, Aug. 10, 1987, 101 Stat.
652, provided that: ‘‘This title [enacting section 1772c of
this title and amending sections 1757, 1761a, 1761b, 1764,
1766, 1767, and 1786 to 1788 of this title and sections 45,
46, and 57a of Title 15, Commerce and Trade] may be
cited as the ‘Credit Union Amendments of 1987’.’’

SHORT TITLE OF 1978 AMENDMENT

Pub. L. 95–630, title XVIII, § 1801, Nov. 10, 1978, 92 Stat.
3719, provided that: ‘‘This title [enacting subchapter III
of this chapter and amending section 1757 of this title,
section 709 of Title 18, Crimes and Criminal Procedure,
and section 856 of former Title 31, Money and Finance]
may be cited as the ‘National Credit Union Central Li-
quidity Facility Act’.’’

CONGRESSIONAL FINDINGS

Pub. L. 105–219, § 2, Aug. 7, 1998, 112 Stat. 913, provided
that: ‘‘The Congress finds the following:

‘‘(1) The American credit union movement began as
a cooperative effort to serve the productive and
provident credit needs of individuals of modest
means.

‘‘(2) Credit unions continue to fulfill this public
purpose, and current members and membership
groups should not face divestiture from the financial
services institution of their choice as a result of re-
cent court action.

‘‘(3) To promote thrift and credit extension, a
meaningful affinity and bond among members, mani-
fested by a commonality of routine interaction,
shared and related work experiences, interests, or ac-
tivities, or the maintenance of an otherwise well-un-
derstood sense of cohesion or identity is essential to
the fulfillment of the public mission of credit unions.

‘‘(4) Credit unions, unlike many other participants
in the financial services market, are exempt from
Federal and most State taxes because they are mem-
ber-owned, democratically operated, not-for-profit or-
ganizations generally managed by volunteer boards of
directors and because they have the specified mission
of meeting the credit and savings needs of consumers,
especially persons of modest means.

‘‘(5) Improved credit union safety and soundness
provisions will enhance the public benefit that citi-
zens receive from these cooperative financial services
institutions.’’

§ 1751a. Omitted

CODIFICATION

Section, act June 29, 1948, ch. 711, § 2, 62 Stat. 1091, re-
lated to establishment of Bureau of Federal Credit
Unions. See section 1752a of this title.

SUBCHAPTER I—GENERAL PROVISIONS

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 1781, 1782,
1795f of this title.

§ 1752. Definitions

As used in this chapter—
(1) the term ‘‘Federal credit union’’ means a

cooperative association organized in accord-
ance with the provisions of this chapter for
the purpose of promoting thrift among its
members and creating a source of credit for
provident or productive purposes;

(2) the term ‘‘Chairman’’ means the Chair-
man of the National Credit Union Administra-
tion Board;

(3) the term ‘‘Administration’’ means the
National Credit Union Administration;

(4) the term ‘‘Board’’ means the National
Credit Union Administration Board;

(5) The terms ‘‘member account’’ and ‘‘ac-
count’’ mean a share, share certificate, or
share draft account account 1 of a member of a
credit union of a type approved by the Board
which evidences money or its equivalent re-
ceived or held by a credit union in the usual
course of business and for which it has given
or is obligated to give credit to the account of
the member, and, in the case of a credit union
serving predominantly low-income members
(as defined by the Board), such terms (when
referring to the account of a nonmember
served by such credit union) mean a share,
share certificate, or share draft account ac-
count 1 of such nonmember which is of a type
approved by the Board and evidences money or
its equivalent received or held by such credit
union in the usual course of business and for
which it has given or is obligated to give cred-
it to the account of such nonmember, and such
terms mean share, share certificate, or share
draft account accounts 2 of nonmember credit
unions and nonmember units of Federal,
State, or local governments and political sub-
divisions thereof enumerated in section 1787 of
this title, and such terms mean custodial ac-
counts established for loans sold in whole or in
part pursuant to section 1757(13) of this title:
Provided, That for purposes of insured State
credit unions, reference in this paragraph to
‘‘share’’, ‘‘share certificate’’, or ‘‘share draft’’,
accounts includes, as determined by the
Board, the equivalent of such accounts under
State law;

(6) The terms ‘‘State credit union’’ and
‘‘State-chartered credit union’’ mean a credit
union organized and operated according to the
laws of any State, the District of Columbia,
the several territories and possessions of the
United States, the Panama Canal Zone, or the
Commonwealth of Puerto Rico, which laws
provide for the organization of credit unions
similar in principle and objectives to Federal
credit unions;

(7) The term ‘‘insured credit union’’ means
any credit union the member accounts of
which are insured in accordance with the pro-
visions of subchapter II of this chapter, and
the term ‘‘noninsured credit union’’ means
any credit union the member accounts of
which are not so insured;

(8) The term ‘‘Fund’’ means the National
Credit Union Share Insurance Fund; and
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(9) The term ‘‘branch’’ includes any branch
credit union, branch office, branch agency, ad-
ditional office, or any branch place of business
located in any State of the United States, the
District of Columbia, the several territories,
including the trust territories, and possessions
of the United States, the Panama Canal Zone,
or the Commonwealth of Puerto Rico, at
which member accounts are established or
money lent. The term ‘‘branch’’ also includes
a suboffice, operated by a Federal credit union
or by a credit union authorized by the Depart-
ment of Defense, located on an American mili-
tary installation in a foreign country or in the
trust territories of the United States.

(June 26, 1934, ch. 750, title I, § 101, formerly § 2,
48 Stat. 1216; 1947 Reorg. Plan No. 1, § 401, eff.
July 1, 1947, 12 F.R. 4534, 61 Stat. 952; June 29,
1948, ch. 711, §§ 1, 2, 62 Stat. 1091; Pub. L. 86–354,
§ 1, Sept. 22, 1959, 73 Stat. 628; Pub. L. 91–206, § 1,
Mar. 10, 1970, 84 Stat. 49, renumbered title I,
§ 101, and amended Pub. L. 91–468, §§ 1(2), 2, Oct.
19, 1970, 84 Stat. 994, 1015; Pub. L. 95–22, title III,
§ 308, Apr. 19, 1977, 91 Stat. 52; Pub. L. 95–630,
title V, §§ 502(a), (b), 503, Nov. 10, 1978, 92 Stat.
3681; Pub. L. 96–161, title I, § 103(a), Dec. 28, 1979,
93 Stat. 1233; Pub. L. 96–221, title III, §§ 305(a),
307, Mar. 31, 1980, 94 Stat. 146, 147; Pub. L. 97–320,
title V, § 501, Oct. 15, 1982, 96 Stat. 1528.)

REFERENCES IN TEXT

For definition of Canal Zone, referred to in text, see
section 3602(b) of Title 22, Foreign Relations and Inter-
course.

AMENDMENTS

1982—Par. (5). Pub. L. 97–320 inserted ‘‘, and such
terms mean custodial accounts established for loans
sold in whole or in part pursuant to section 1757(13) of
this title’’ after ‘‘section 1787 of this title’’.

1980—Par. (5). Pub. L. 96–221, §§ 305(a), 307, inserted
provisions respecting applicability to share draft ac-
counts substantially similar to provisions added by
Pub. L. 96–161, and repealed the amendment made by
Pub. L. 96–161. See Repeals and Effective Date of 1980
Amendment notes below.

Par. (10). Pub. L. 96–221, § 307, struck out par. (10)
which defined ‘‘share draft account’’. See Repeals and
Effective Date of 1980 Amendment notes below.

1979—Par. (5). Pub. L. 96–161, § 103(a)(1), inserted
‘‘, and such term also includes a share draft account’’
after ‘‘the equivalent of such accounts under State
law’’.

Par. (10). Pub. L. 96–161, § 103(a)(2)–(4), added par. (10).
1978—Par. (2). Pub. L. 95–630, § 502(a)(1), substituted

provisions defining ‘‘Chairman’’ for provisions defining
‘‘Administrator’’.

Par. (4). Pub. L. 95–630, § 502(a)(2), inserted ‘‘Adminis-
tration’’ after ‘‘National Credit Union’’.

Par. (5). Pub. L. 95–630, §§ 502(b), 503(a), (b), redesig-
nated par. (4), defining ‘‘member account’’ and ‘‘ac-
count’’, as (5) and substituted ‘‘share or share certifi-
cate’’ for ‘‘share, share certificate, or share deposit’’ in
two places; ‘‘Board’’ for ‘‘Administrator’’ wherever ap-
pearing; ‘‘share or share certificate accounts’’ for
‘‘those accounts’’; and ‘‘enumerated in section 1787 of
this title: Provided, That for purposes of State credit
unions, reference in this paragraph to ‘share’ or ‘share
certificate’ accounts includes, as determined by the
Board, the equivalent of such accounts under State
law;’’ for ‘‘in which payments are received by a credit
union pursuant to section 1757(6) of this title;’’.

Pars. (6) to (8). Pub. L. 95–630, § 503(a), redesignated
former pars. (5) to (7) as (6) to (8). Former par. (8) redes-
ignated (9).

Par. (9). Pub. L. 95–630, § 503(a), (c), redesignated
former par. (8) as (9), inserted ‘‘, including the trust
territories,’’ after ‘‘several territories’’, and inserted
provision that term ‘‘branch’’ also includes a suboffice,
operated by a Federal credit union or by a credit union
authorized by the Department of Defense, located on an
American military installation in a foreign country or
in the trust territories of the United States.

1977—Par. (4). Pub. L. 95–22 inserted provision that
such terms mean those accounts of nonmember credit
unions and nonmember units of Federal, State, or local
governments and political subdivisions thereof in
which payments are received by a credit union pursu-
ant to section 1757(6) of this title.

1970—Par. (2). Pub. L. 91–206 substituting ‘‘Adminis-
trator’’ as meaning Administrator of the National
Credit Union Administration for ‘‘Bureau’’ as meaning
the Bureau of Federal Credit Unions.

Par. (3). Pub. L. 91–206 substituted ‘‘Administration’’
as meaning the National Credit Union Administration
for ‘‘Director’’ as meaning Director of the Bureau of
Federal Credit Unions.

Par. (4). Pub. L. 91–206 added par. (4).
Pars. (4) to (8). Pub. L. 91–468, § 2, added pars. (4) to

(8).
1959—Pub. L. 86–354 designated the terms defined as

subsecs. (1) to (3).

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96–221 effective at close of
Mar. 31, 1980, see section 306 of Pub. L. 96–221, set out
as a note under section 371a of this title.

EFFECTIVE AND TERMINATION DATES OF 1979
AMENDMENT

Amendment by Pub. L. 96–161 effective Dec. 31, 1979,
with that amendment to remain in effect until the
close of Mar. 31, 1980, see section 104 of Pub. L. 96–161,
set out as a note under section 371a of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Section 509 of title V of Pub. L. 95–630 provided that:
‘‘The amendments made by this title [amending this
section, sections 1753 to 1756, 1757 to 1759, 1761 to 1763,
1766, 1767, 1771, 1772a, and 1781 to 1789 of this title, and
sections 5108, 5314, and 5315 of Title 5, Government Or-
ganization and Employees] take effect upon the effec-
tive date of this Act [see Effective Date note under sec-
tion 375b of this title], except that the functions of the
Administrator of the National Credit Union Adminis-
tration under the provisions of the Federal Credit
Union Act [this chapter], as in effect on the date pre-
ceding the date of enactment of this title [Nov. 10,
1978], shall continue to be performed by him in accord-
ance with such provisions until such time as all the
members of the National Credit Union Administration
Board, established under the amendments made by this
title, take office. All rules, regulations, policies, and
procedures of the Administrator in effect on the date of
enactment of this title shall remain in effect until
amended, superseded, or repealed.’’

REPEALS

Amendment by section 103 of Pub. L. 96–161, cited as
a credit to this section, was repealed at the close of
Mar. 31, 1980, by section 307 of Pub. L. 96–221, and sub-
stantially identical provisions were enacted by section
305 of Pub. L. 96–221, such amendments to take effect at
the close of Mar. 31, 1980.

TRANSFER OF FUNCTIONS

Transfer of functions of Farm Credit Administration
and Governor thereof, see notes set out under section
1751 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 461, 1422,
1715z–14, 1735f–7a, 1786, 1818, 1831t, 3350, 4702, 4801 of this
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title; title 7 sections 1a, 27; title 11 section 101; title 15
sections 78c, 1679a; title 18 section 2113; title 22 section
5426; title 26 sections 408, 501; title 31 section 3342; title
42 sections 669a, 6901.

§ 1752a. National Credit Union Administration

(a) Establishment; management under National
Credit Union Administration Board

There is established in the executive branch of
the Government an independent agency to be
known as the National Credit Union Adminis-
tration. The Administration shall be under the
management of a National Credit Union Admin-
istration Board.
(b) Membership and appointment of Board

(1) In general
The Board shall consist of three members,

who are broadly representative of the public
interest, appointed by the President, by and
with the advice and consent of the Senate. In
appointing the members of the Board, the
President shall designate the Chairman. Not
more than two members of the Board shall be
members of the same political party.
(2) Appointment criteria

(A) Experience in financial services
In considering appointments to the Board

under paragraph (1), the President shall give
consideration to individuals who, by virtue
of their education, training, or experience
relating to a broad range of financial serv-
ices, financial services regulation, or finan-
cial policy, are especially qualified to serve
on the Board.

(B) Limit on appointment of credit union of-
ficers

Not more than one member of the Board
may be appointed to the Board from among
individuals who, at the time of the appoint-
ment, are, or have recently been, involved
with any insured credit union as a commit-
tee member, director, officer, employee, or
other institution-affiliated party.

(c) Term of office
The term of office of each member of the

Board shall be six years, except that the terms
of the two members, other than the Chairman,
initially appointed shall expire one upon the ex-
piration of two years after the date of appoint-
ment, and the other upon the expiration of four
years after the date of appointment. Board
members shall not be appointed to succeed
themselves except the initial members ap-
pointed for less than a six-year term may be re-
appointed for a full six-year term and future
members appointed to fill unexpired terms may
be reappointed for a full six-year term. Any
Board member may continue to serve as such
after the expiration of said member’s term until
a successor has qualified.

(d) Management of Administration vested in
Board; adoption of rules; quorum; report to
President and Congress

The management of the Administration shall
be vested in the Board. The Board shall adopt
such rules as it sees fit for the transaction of its
business and shall keep permanent and complete

records and minutes of its acts and proceedings.
A majority of the Board shall constitute a
quorum. Not later than April 1 of each calendar
year, and at such other times as the Congress
shall determine, the Board shall make a report
to the President and to the Congress. Such a re-
port shall summarize the operations of the Ad-
ministration and set forth such information as
is necessary for the Congress to review the fi-
nancial program approved by the Board.
(e) Functions of Chairman

The Chairman of the Board shall be the
spokesman for the Board and shall represent the
Board and the National Credit Union Adminis-
tration in its official relations with other
branches of the Government. The Chairman
shall determine each Board member’s area of re-
sponsibility and shall review such assignments
biennially. It shall be the Chairman’s respon-
sibility to direct the implementation of the
adopted policies and regulations of the Board.
(f) Audit by General Accounting Office

The financial transactions of the Administra-
tion shall be subject to audit by the General Ac-
counting Office in accordance with the prin-
ciples and procedures applicable to commercial
corporate transactions and under such rules and
regulations as may be prescribed by the Comp-
troller General of the United States. The audit
shall be conducted at the place or places where
the accounts of the Administration are kept.

(June 26, 1934, ch. 750, title I, § 102, formerly § 3,
as added Pub. L. 86–354, § 1, Sept. 22, 1959, 73 Stat.
628; amended Pub. L. 91–206, § 3, Mar. 10, 1970, 84
Stat. 49; renumbered title I, § 102, Pub. L. 91–468,
§ 1(2), Oct. 19, 1970, 84 Stat. 994; amended Pub. L.
95–630, title V, § 501, Nov. 10, 1978, 92 Stat. 3680;
Pub. L. 97–320, title V, § 502, Oct. 15, 1982, 96 Stat.
1528; Pub. L. 105–219, title II, § 204, Aug. 7, 1998,
112 Stat. 922.)

PRIOR PROVISIONS

Section 2 of act June 29, 1948, ch. 711, 62 Stat. 1091,
which was formerly classified to section 1751a of this
title, provided for the establishment in the Federal Se-
curity Agency of a Bureau of Federal Credit Unions,
which were under the supervision of a Director ap-
pointed by the Federal Security Administrator. The
Bureau of Federal Credit Unions and the Director
thereof were under the general direction and super-
vision of the Federal Security Administrator. The func-
tions, powers, and duties of the Farm Credit Adminis-
tration under the Federal Credit Union Act, as amend-
ed [this chapter], were exercised by the Bureau of Fed-
eral Credit Unions. The functions, powers, and duties of
the Governor of the Farm Credit Administration under
the Federal Credit Union Act, as amended [this chap-
ter], were exercised by the Director of the Bureau of
Federal Credit Unions.

Section 1 of act June 29, 1948 transferred to the Fed-
eral Security Agency all functions, powers, and duties
of the Farm Credit Administration and of the Governor
thereof under the Federal Credit Union Act, as amend-
ed [this chapter], together with the functions of the
Secretary of Agriculture with respect thereto, which
were transferred to the Federal Deposit Insurance Cor-
poration by Reorganization Plan Numbered 1 of 1947,
part IV, section 401 [set out in the Appendix to Title 5,
Government Organization and Employees].

Section 3 of act June 29, 1948 transferred to the Fed-
eral Security Agency, to be used in the administration
of the functions, transferred, (a) all property, including
office equipment, transferred to the Federal Deposit In-
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surance Corporation pursuant to Executive Order 9148
of April 27, 1942 [see note under section 1751 of this
title], and in use on the effective date of this Act [see
section 5 of act June 29, 1948, set out as a note below];
(b) all property, including office equipment, purchased
by the Corporation for use exclusively in connection
with the administration of the Federal Credit Union
Act, as amended [this chapter], the cost of which had
been charged to such functions and which were in use
on the effective date of this Act; (c) all records and files
pertaining exclusively to the supervision of Federal
Credit Unions; and (d) all personnel employed primarily
in the administration of the Federal Credit Union Act,
as amended [this chapter], on the effective date of this
Act.

Section 4 of act June 29, 1948 transferred all funds al-
located, specifically or otherwise, in the budget of the
Federal Deposit Insurance Corporation for the adminis-
tration of the Federal Credit Union Act, as amended
[this chapter], during the fiscal year ending June 30,
1949, which were unexpended on the effective date of
this Act [see section 5 of act June 29, 1948, set out as
a note below], to the Federal Security Agency for use
in the administration of the Federal Credit Union Act,
as amended [this chapter]. The Corporation was to be
reimbursed for the funds so transferred and for all
other funds expended by it prior to the effective date of
this Act in the administration of the Federal Credit
Union Act, as amended [this chapter], in excess of fees
from Federal Credit unions received by the Corpora-
tion, by deducting such amounts from the first moneys
payable to the Secretary of the Treasury on account of
the retirement of the stock of the Federal Deposit In-
surance Corporation owned by the United States, and
the Corporation was to have a charge on such stock for
such amounts.

Section 5 of act June 29, 1948 provided that the Act
was to become effective on the thirtieth day following
the date of enactment.

AMENDMENTS

1998—Subsec. (b). Pub. L. 105–219 inserted heading,
designated existing provisions as par. (1), and added
par. (2).

1982—Subsec. (f). Pub. L. 97–320 struck out ‘‘on a cal-
endar year basis’’ after ‘‘subject to audit’’.

1978—Pub. L. 95–630 generally revised section to
eliminate the position of Administrator and to vest the
management of the National Credit Union Administra-
tion in the National Credit Union Administration
Board.

1970—Pub. L. 91–206 designated existing provisions as
subsec. (a), substituted provisions establishing an inde-
pendent agency known as the National Credit Union
Administration and an Administrator of such National
Credit Union Administration for provisions establish-
ing a Bureau of Federal Credit Unions under the super-
vision of a Director, which Director was appointed by,
and, under the general direction and supervision of, the
Secretary of Health, Education, and Welfare, and added
subsecs. (b) to (f).

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

TRANSFER OF FUNCTIONS

Section 6 of Pub. L. 91–206 provided that:
‘‘(a) All functions, property, records, and personnel of

the Bureau of Federal Credit Unions are transferred to
the National Credit Union Administration created by
this Act [which generally amended this chapter].

‘‘(b) The Director of the Bureau of Federal Credit
Unions in office on the date of enactment of this Act
[Mar. 10, 1970] shall serve as acting Administrator of
the National Credit Union Administration pending the
appointment of an Administrator in accordance with

section 3 of the Federal Credit Union Act as amended
by this Act [this section].’’

STUDY AND REPORT ON DIFFERING REGULATORY
TREATMENT

Pub. L. 105–219, title IV, § 401, Aug. 7, 1998, 112 Stat.
934, provided that:

‘‘(a) STUDY.—The Secretary [of the Treasury] shall
conduct a study of—

‘‘(1) the differences between credit unions and other
federally insured financial institutions, including
regulatory differences with respect to regulations en-
forced by the Office of Thrift Supervision, the Office
of the Comptroller of the Currency, the Federal De-
posit Insurance Corporation, and the Administration;
and

‘‘(2) the potential effects of the application of Fed-
eral laws, including Federal tax laws, on credit
unions in the same manner as those laws are applied
to other federally insured financial institutions.
‘‘(b) REPORT.—Not later than 1 year after the date of

enactment of this Act [Aug. 7, 1998], the Secretary shall
submit a report to the Congress on the results of the
study required by subsection (a).’’

STUDY OF CORPORATE CREDIT UNIONS

Pub. L. 104–208, div. A, title II, § 2606, Sept. 30, 1996, 110
Stat. 3009–473, provided that:

‘‘(a) DEFINITIONS.—For purposes of this section, the
following definitions shall apply:

‘‘(1) ADMINISTRATION.—The term ‘Administration’
means the National Credit Union Administration.

‘‘(2) BOARD.—The term ‘Board’ means the National
Credit Union Administration Board.

‘‘(3) CORPORATE CREDIT UNION.—The term ‘corporate
credit union’ has the meaning given such term by
rule or regulation of the Board.

‘‘(4) FUND.—The term ‘Fund’ means the National
Credit Union Share Insurance Fund established under
section 203 of the Federal Credit Union Act [12 U.S.C.
1783].

‘‘(5) SECRETARY.—The term ‘Secretary’ means the
Secretary of the Treasury.
‘‘(b) STUDY.—

‘‘(1) IN GENERAL.—The Secretary, in consultation
with the Board, the Corporation, the Comptroller of
the Currency, and the Administration, shall conduct
a study and evaluation of—

‘‘(A) the oversight and supervisory practices of
the Administration concerning the Fund, including
the treatment of amounts deposited in the Fund
pursuant to section 202(c) of the Federal Credit
Union Act [12 U.S.C. 1782(c)], including analysis of—

‘‘(i) whether those amounts should be—
‘‘(I) refundable; or
‘‘(II) treated as expenses; and

‘‘(ii) the use of those amounts in determining
equity capital ratios;
‘‘(B) the potential for, and potential effects of, ad-

ministration of the Fund by an entity other than
the Administration;

‘‘(C) the 10 largest corporate credit unions in the
United States, conducted in cooperation with ap-
propriate employees of other Federal agencies with
expertise in the examination of federally insured fi-
nancial institutions, including—

‘‘(i) the investment practices of those credit
unions; and

‘‘(ii) the financial stability, financial oper-
ations, and financial controls of those credit
unions;
‘‘(D) the regulations of the Administration; and
‘‘(E) the supervision of corporate credit unions by

the Administration.
‘‘(c) REPORT.—Not later than 12 months after the date

of enactment of this Act [Sept. 30, 1996], the Secretary
shall submit to the appropriate committees of the Con-
gress, a report that includes the results of the study
and evaluation conducted under subsection (b), to-
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gether with any recommendations that the Secretary
considers to be appropriate.’’

STUDY OF CREDIT UNION SYSTEM BY GENERAL
ACCOUNTING OFFICE

Pub. L. 101–73, title XII, § 1201, Aug. 9, 1989, 103 Stat.
519, directed Comptroller General of the United States
to conduct a comprehensive study of Nation’s credit
union system and before the close of the 18-month pe-
riod beginning on Aug. 9, 1989, to submit to Committee
on Banking, Finance and Urban Affairs of House of
Representatives and Committee on Banking, Housing,
and Urban Affairs of Senate a final report containing a
detailed statement of findings and conclusions, includ-
ing recommendations for such administrative and leg-
islative action as Comptroller General deemed advis-
able.

FEDERALLY CHARTERED CENTRAL CREDIT UNIONS;
REPORT TO CONGRESS

Section 3 of Pub. L. 86–354 directed Director of Bu-
reau of Federal Credit Unions to make a study of desir-
ability of providing for federally chartered central
credit unions and to submit to Secretary of Health,
Education, and Welfare, for transmission to Congress
on or before Apr. 15, 1960, a report of results thereof and
such recommendations for legislation thereon as Direc-
tor deemed appropriate.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1795i of this
title.

§ 1753. Federal credit union organization

Any seven or more natural persons who desire
to form a Federal credit union shall each sub-
scribe either individually or collectively before
some officer competent to administer oaths an
organization certificate in duplicate which shall
specifically state:

(1) the name of the association;
(2) the location of the proposed Federal cred-

it union and the territory in which it will op-
erate;

(3) the names and addresses of the subscrib-
ers to the certificate and the number of shares
subscribed by each;

(4) the initial par value of the shares;
(5) the proposed field of membership, speci-

fied in detail;
(6) the term of the existence of the corpora-

tion, which may be perpetual; and
(7) the fact that the certificate is made to

enable such persons to avail themselves of the
advantages of this chapter.

Such organization certificate may also contain
any provisions approved by the Board for the
management of the business of the association
and for the conduct of its affairs and relative to
the powers of its directors, officers, or stock-
holders.

(June 26, 1934, ch. 750, title I, § 103, formerly § 3,
48 Stat. 1217; 1947 Reorg. Plan No. 1, § 401, eff.
July 1, 1947, 12 F.R. 4534, 61 Stat. 952; June 29,
1948, ch. 711, §§ 1, 2, 62 Stat. 1091; renumbered § 4
and amended Pub. L. 86–354, § 1, Sept. 22, 1959, 73
Stat. 628; Pub. L. 91–206, § 2(1), Mar. 10, 1970, 84
Stat. 49; renumbered title I, § 103, Pub. L. 91–468,
§ 1(2), Oct. 19, 1970, 84 Stat. 994; amended Pub. L.
95–630, title V, § 502(b), Nov. 10, 1978, 92 Stat. 3681;
Pub. L. 97–320, title V, §§ 503, 504, Oct. 15, 1982, 96
Stat. 1528.)

AMENDMENTS

1982—Pub. L. 97–320, § 503, substituted ‘‘each subscribe
either individually or collectively’’ for ‘‘subscribe’’.

Par. (4). Pub. L. 97–320, § 504, substituted ‘‘the initial
par value of the shares’’ for ‘‘the par value of the
shares, which shall be $5 each’’.

1978—Pub. L. 95–630 substituted ‘‘Board’’ for ‘‘Admin-
istrator’’.

1970—Pub. L. 91–206 substituted ‘‘Administrator’’ for
‘‘Director’’.

1959—Pub. L. 86–354 changed ‘‘The’’ to ‘‘the’’ in sub-
secs. (1) to (7) and the period to a semicolon in subsecs.
(1) to (6) and inserted ‘‘and’’ at end of subsec. (6).

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

TRANSFER OF FUNCTIONS

Transfer of functions of Farm Credit Administration
and Governor thereof, generally, see notes set out
under section 1751 of this title.

Functions of Governor of Farm Credit Administra-
tion under this section transferred to Federal Deposit
Insurance Corporation by Reorg. Plan No. 1 of 1947.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1773 of this title.

§ 1754. Approval of organization certificate

The organization certificate shall be presented
to the Board for approval. Before any organiza-
tion certificate is approved, an appropriate in-
vestigation shall be made for the purpose of de-
termining (1) whether the organization certifi-
cate conforms to the provisions of this chapter;
(2) the general character and fitness of the sub-
scribers thereto; and (3) the economic advisabil-
ity of establishing the proposed Federal credit
union. Upon approval of such organization cer-
tificate by the Board it shall be the charter of
the corporation, and one of the originals thereof
shall be delivered to the corporation after the
payment of the fee required therefor. Upon such
approval the Federal credit union shall be a
body corporate and as such, subject to the limi-
tations herein contained, shall be vested with
all of the powers and charged with all of the li-
abilities conferred and imposed by this chapter
upon corporations organized hereunder.

(June 26, 1934, ch. 750, title I, § 104, formerly § 4,
48 Stat. 1217; 1947 Reorg. Plan No. 1, § 401, eff.
July 1, 1947, 12 F.R. 4534, 61 Stat. 952; June 29,
1948, ch. 711, §§ 1, 2, 62 Stat. 1091; renumbered § 5
and amended Pub. L. 86–354, § 1, Sept. 22, 1959, 73
Stat. 629; Pub. L. 91–206, § 2(1), Mar. 10, 1970, 84
Stat. 49; renumbered title I, § 104, Pub. L. 91–468,
§ 1(2), Oct. 19, 1970, 84 Stat. 994; amended Pub. L.
95–630, title V, § 502(b), Nov. 10, 1978, 92 Stat.
3681.)

AMENDMENTS

1978—Pub. L. 95–630 substituted ‘‘Board’’ for ‘‘Admin-
istrator’’ in two places.

1970—Pub. L. 91–206 substituted ‘‘Administrator’’ for
‘‘Director’’ in two places.

1959—Pub. L. 86–354 substituted ‘‘The’’ for ‘‘Any such’’
in first sentence and transferred second sentence to
make it last sentence.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
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sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

TRANSFER OF FUNCTIONS

Transfer of functions of Farm Credit Administration
and Governor thereof, generally, see notes set out
under section 1751 of this title.

Functions of Governor of Farm Credit Administra-
tion under this section transferred to Federal Deposit
Insurance Corporation by Reorg. Plan No. 1 of 1947.

§ 1755. Fees

(a) Payment by Federal credit union to Adminis-
tration

In accordance with rules prescribed by the
Board, each Federal credit union shall pay to
the Administration an annual operating fee
which may be composed of one or more charges
identified as to the function or functions for
which assessed.
(b) Determinations of amount, assessment peri-

ods, and payment dates
The fee assessed under this section shall be de-

termined according to a schedule, or schedules,
or other method determined by the Board to be
appropriate, which gives due consideration to
the expenses of the Administration in carrying
out its responsibilities under this chapter and to
the ability of Federal credit unions to pay the
fee. The Board shall, among other things, deter-
mine the periods for which the fee shall be as-
sessed and the date or dates for the payment of
the fee or increments thereof.
(c) Supervision charge exception; waiver of pay-

ment
If the annual operating fee is composed of sep-

arate charges, no supervision charge shall be
payable by a Federal credit union, and the
Board may waive payment of any or all other
charges comprising the fee, with respect to the
year in which its charter is issued, or in which
final distribution is made in its liquidation or
the charter is canceled.
(d) Payment into Treasury of United States

All operating fees shall be deposited with the
Treasurer of the United States for the account
of the Administration and may be expended by
the Board to defray the expenses incurred in
carrying out the provisions of this chapter in-
cluding the examination and supervision of Fed-
eral credit unions.
(e) Investment of annual operating fees not need-

ed for current operations
(1) Upon request of the Board, the Secretary of

the Treasury shall invest and reinvest such por-
tions of the annual operating fees deposited
under subsection (d) of this section as the Board
determines are not needed for current oper-
ations.

(2) Such investments may be made only in in-
terest bearing securities of the United States
with maturities requested by the Board bearing
interest at rates determined by the Secretary of
the Treasury, taking into consideration current
market yields on outstanding marketable obli-
gations of the United States of comparable ma-
turities.

(3) All income derived from such investments
and reinvestments shall be deposited to the ac-

count of the Administration described in sub-
section (d) of this section.

(June 26, 1934, ch. 750, title I, § 105, formerly § 5,
48 Stat. 1217; 1947 Reorg. Plan No. 1, § 401, eff.
July 1, 1947, 12 F.R. 4534, 61 Stat. 952; June 29,
1948, ch. 711, §§ 1, 2, 62 Stat. 1091; Apr. 17, 1952, ch.
214, § 1, 66 Stat. 63; renumbered § 6 and amended
Pub. L. 86–354, § 1, Sept. 22, 1959, 73 Stat. 629;
Pub. L. 91–206, § 2(1), (3), Mar. 10, 1970, 84 Stat. 49;
renumbered title I, § 105, Pub. L. 91–468, § 1(2),
Oct. 19, 1970, 84 Stat. 994; amended Pub. L. 95–630,
title V, § 507, Nov. 10, 1978, 92 Stat. 3682; Pub. L.
97–320, title V, § 505, Oct. 15, 1982, 96 Stat. 1528.)

AMENDMENTS

1982—Subsec. (e). Pub. L. 97–320 added subsec. (e).
1978—Pub. L. 95–630 substituted provisions relating to

the payment of an operating fee by each Federal credit
union to the Board for provisions relating to the pay-
ment of costs incident to the ascertainment of whether
an organization certificate should be approved and
costs upon approval by the subscriber of such certifi-
cate to the Administration and payment of a super-
vision fee by each Federal credit union to the Adminis-
tration.

1970—Pub. L. 91–206 substituted ‘‘Administrator’’ for
‘‘Director’’ and ‘‘Administration’’ for ‘‘Bureau’’, wher-
ever appearing.

1959—Pub. L. 86–354 incorporated in last sentence sub-
ject matter formerly contained in a proviso clause fol-
lowing table and authorized fees to be expended for su-
pervisory expenses.

1952—Act Apr. 17, 1952, amended section, substituting
a graduated scale of supervisory fees for the $10 a year
supervisory fee.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

EFFECTIVE DATE OF 1952 AMENDMENT

Section 2 of act Apr. 17, 1952, provided that: ‘‘The
amendment by section 1 of this Act [amending this sec-
tion] shall apply to supervision fees payable with re-
spect to the calendar year 1952 and subsequent calendar
years.’’

TRANSFER OF FUNCTIONS

Transfer of functions of Farm Credit Administration
and Governor thereof, generally, see notes set out
under section 1751 of this title.

Functions of Governor of Farm Credit Administra-
tion under this section transferred to Federal Deposit
Insurance Corporation by Reorg. Plan No. 1 of 1947.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1766, 1772a of
this title.

§ 1756. Reports and examinations

Federal credit unions shall be under the super-
vision of the Board, and shall make financial re-
ports to it as and when it may require, but at
least annually. Each Federal credit union shall
be subject to examination by, and for this pur-
pose shall make its books and records accessible
to, any person designated by the Board.

(June 26, 1934, ch. 750, title I, § 106, formerly § 6,
48 Stat. 1218; Dec. 6, 1937, ch. 3, § 1, 51 Stat. 4; 1947
Reorg. Plan No. 1, § 401, eff. July 1, 1947, 12 F.R.
4534, 61 Stat. 952; June 29, 1948, ch. 711, §§ 1, 2, 62
Stat. 1091; renumbered § 7 and amended Pub. L.
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86–354, § 1, Sept. 22, 1959, 73 Stat. 629; Pub. L.
91–206, § 2(1), Mar. 10, 1970, 84 Stat. 49; renum-
bered title I, § 106, Pub. L. 91–468, § 1(2), Oct. 19,
1970, 84 Stat. 994; amended Pub. L. 95–630, title V,
§ 508, Nov. 10, 1978, 92 Stat. 3683.)

AMENDMENTS

1978—Pub. L. 95–630 substituted ‘‘Board’’ for ‘‘Admin-
istrator’’ in two places and ‘‘reports to it as and when
it’’ for ‘‘reports to him as and when he’’ and struck out
provisions relating to the payment of an examination
fee by Federal credit unions and the deposit of such fee
to the credit of the special fund created by section 1755
of this title.

1970—Pub. L. 91–206 substituted ‘‘Administrator’’ for
‘‘Director’’ in three places.

1959—Pub. L. 86–354 provided for the making of re-
ports to the Director as and when he may require.

1937—Act Dec. 6, 1937, inserted ‘‘giving due consider-
ation to the time and expense incident to such exami-
nations, and to the ability of Federal credit unions to
pay such fees’’ and struck out proviso relating to condi-
tions relieving certain unions from payment of exam-
ination fee.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

TRANSFER OF FUNCTIONS

Transfer of functions of Farm Credit Administration
and Governor thereof, generally, see notes set out
under section 1751 of this title.

Functions of Governor of Farm Credit Administra-
tion under this section transferred to Federal Deposit
Insurance Corporation by Reorg. Plan No. 1 of 1947.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1766, 1772a, 1782
of this title.

§ 1756a. Omitted

Section, act July 22, 1942, ch. 516, 56 Stat. 700, which
authorized reimbursement of Farm Credit Administra-
tion personnel for use of private automobiles for exam-
ining, supervising, and servicing Federal credit unions,
was from the Department of Agriculture Appropriation
Act, 1943, and was not repeated in subsequent appro-
priation acts. Similar provisions were contained in act
July 1, 1941, ch. 267, 55 Stat. 444, the Department of Ag-
riculture Appropriation Act, 1942.

§ 1757. Powers

A Federal credit union shall have succession
in its corporate name during its existence and
shall have power—

(1) to make contracts;
(2) to sue and be sued;
(3) to adopt and use a common seal and alter

the same at pleasure;
(4) to purchase, hold, and dispose of property

necessary or incidental to its operations;
(5) to make loans, the maturities of which

shall not exceed twelve years except as other-
wise provided herein, and extend lines of cred-
it to its members, to other credit unions, and
to credit union organizations and to partici-
pate with other credit unions, credit union or-
ganizations, or financial organizations in
making loans to credit union members in ac-
cordance with the following:

(A) Loans to members shall be made in
conformity with criteria established by the
board of directors: Provided, That—

(i) a residential real estate loan on a
one-to-four-family dwelling, including an
individual cooperative unit, that is or will
be the principal residence of a credit union
member, and which is secured by a first
lien upon such dwelling, may have a matu-
rity not exceeding thirty years or such
other limits as shall be set by the National
Credit Union Administration Board (ex-
cept that a loan on an individual coopera-
tive unit shall be adequately secured as de-
fined by the Board), subject to the rules
and regulations of the Board;

(ii) a loan to finance the purchase of a
mobile home, which shall be secured by a
first lien on such mobile home, to be used
by the credit union member as his resi-
dence, a loan for the repair, alteration, or
improvement of a residential dwelling
which is the residence of a credit union
member, or a second mortgage loan se-
cured by a residential dwelling which is
the residence of a credit union member,
shall have a maturity not to exceed 15
years or any longer term which the Board
may allow;

(iii) a loan secured by the insurance or
guarantee of, or with advance commit-
ment to purchase the loan by, the Federal
Government, a State government, or any
agency of either may be made for the ma-
turity and under the terms and conditions
specified in the law under which such in-
surance, guarantee, or commitment is pro-
vided;

(iv) a loan or aggregate of loans to a di-
rector or member of the supervisory or
credit committee of the credit union mak-
ing the loan which exceeds $20,000 plus
pledged shares, be approved by the board
of directors;

(v) loans to other members for which di-
rectors or members of the supervisory or
credit committee act as guarantor or en-
dorser be approved by the board of direc-
tors when such loans standing alone or
when added to any outstanding loan or
loans of the guarantor or endorser exceeds
$20,000;

(vi) the rate of interest may not exceed
15 per centum per annum on the unpaid
balance inclusive of all finance charges,
except that the Board may establish—

(I) after consultation with the appro-
priate committees of the Congress, the
Department of Treasury, and the Federal
financial institution regulatory agen-
cies, an interest rate ceiling exceeding
such 15 per centum per annum rate, for
periods not to exceed 18 months, if it de-
termines that money market interest
rates have risen over the preceding six-
month period and that prevailing inter-
est rate levels threaten the safety and
soundness of individual credit unions as
evidenced by adverse trends in liquidity,
capital, earnings, and growth; and

(II) a higher interest rate ceiling for
Agent members for the Central Liquidity
Facility in carrying out the provisions of
subchapter III of this chapter for such
periods as the Board may authorize;
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(vii) the taking, receiving, reserving, or
charging of a rate of interest greater than
is allowed by this paragraph, when know-
ingly done, shall be deemed a forfeiture of
the entire interest which the note, bill, or
other evidence of debt carries with it, or
which has been agreed to be paid thereon.
If such greater rate of interest has been
paid, the person by whom it has been paid,
or his legal representatives, may recover
back from the credit union taking or re-
ceiving the same, in an action in the na-
ture of an action of debt, the entire
amount of interest paid; but such action
must be commenced within two years from
the time the usurious collection was made;

(viii) a borrower may repay his loan,
prior to maturity in whole or in part on
any business day without penalty, except
that on a first or second mortgage loan a
Federal credit union may require that any
partial prepayments (I) be made on the
date monthly installments are due, and
(II) be in the amount of that part of one or
more monthly installments which would
be applicable to principal;

(ix) loans shall be paid or amortized in
accordance with rules and regulations pre-
scribed by the Board after taking into ac-
count the needs or conditions of the bor-
rowers, the amounts and duration of the
loans, the interests of the members and
the credit unions, and such other factors
as the Board deems relevant;

(x) loans must be approved by the credit
committee or a loan officer, but no loan
may be made to any member if, upon the
making of that loan, the member would be
indebted to the Federal credit union upon
loans made to him in an aggregate amount
which would exceed 10 per centum of the
credit union’s unimpaired capital and sur-
plus.

(B) A self-replenishing line of credit to a
borrower may be established to a stated
maximum amount on certain terms and con-
ditions which may be different from the
terms and conditions established for another
borrower.

(C) Loans to other credit unions shall be
approved by the board of directors.

(D) Loans to credit union organizations
shall be approved by the board of directors
and shall not exceed 1 per centum of the
paid-in and unimpaired capital and surplus
of the credit union. A credit union organiza-
tion means any organization as determined
by the Board, which is established primarily
to serve the needs of its member credit
unions, and whose business relates to the
daily operations of the credit unions they
serve.

(E) Participation loans with other credit
unions, credit union organizations, or finan-
cial organizations shall be in accordance
with written policies of the board of direc-
tors: Provided, That a credit union which
originates a loan for which participation ar-
rangements are made in accordance with
this subsection shall retain an interest of at
least 10 per centum of the face amount of
the loan.

(6) to receive from its members, from other
credit unions, from an officer, employee, or
agent of those nonmember units of Federal,
Indian tribal, State, or local governments and
political subdivisions thereof enumerated in
section 1787 of this title and in the manner so
prescribed, from the Central Liquidity Facil-
ity, and from nonmembers in the case of credit
unions serving predominately low-income
members (as defined by the Board) payments,
representing equity, on—

(A) shares which may be issued at varying
dividend rates;

(B) share certificates which may be issued
at varying dividend rates and maturities;
and

(C) share draft accounts authorized under
section 1785(f) of this title;

subject to such terms, rates, and conditions as
may be established by the board of directors,
within limitations prescribed by the Board.

(7) to invest its funds (A) in loans exclu-
sively to members; (B) in obligations of the
United States of America, or securities fully
guaranteed as to principal and interest there-
by; (C) in accordance with rules and regula-
tions prescribed by the Board, in loans to
other credit unions in the total amount not
exceeding 25 per centum of its paid-in and un-
impaired capital and surplus; (D) in shares or
accounts of savings and loan associations or
mutual savings banks, the accounts of which
are insured by the Federal Savings and Loan
Insurance Corporation or the Federal Deposit
Insurance Corporation; (E) in obligations is-
sued by banks for cooperatives, Federal land
banks, Federal intermediate credit banks,
Federal home loan banks, the Federal Home
Loan Bank Board, or any corporation des-
ignated in section 9101(3) of title 31 as a wholly
owned Government corporation; or in obliga-
tions, participations, or other instruments of
or issued by, or fully guaranteed as to prin-
cipal and interest by, the Federal National
Mortgage Association or the Government Na-
tional Mortgage Association, or in mortgages,
obligations, or other securities which are or
ever have been sold by the Federal Home Loan
Mortgage Corporation pursuant to section 1454
or 1455 of this title; or in obligations or other
instruments or securities of the Student Loan
Marketing Association; or in obligations, par-
ticipations, securities, or other instruments
of, or issued by, or fully guaranteed as to prin-
cipal and interest by any other agency of the
United States and a Federal credit union may
issue and sell securities which are guaranteed
pursuant to section 1721(g) of this title; (F) in
participation certificates evidencing beneficial
interests in obligations, or in the right to re-
ceive interest and principal collections there-
from, which obligations have been subjected
by one or more Government agencies to a
trust or trusts for which any executive depart-
ment, agency, or instrumentality of the
United States (or the head thereof) has been
named to act as trustee; (G) in shares or de-
posits of any central credit union in which
such investments are specifically authorized
by the board of directors of the Federal credit
union making the investment; (H) in shares,
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1 So in original. The period probably should be a semicolon.

share certificates, or share deposits of feder-
ally insured credit unions; (I) in the shares,
stocks, or obligations of any other organiza-
tion, providing services which are associated
with the routine operations of credit unions,
up to 1 per centum of the total paid in and un-
impaired capital and surplus of the credit
union with the approval of the Board: Pro-
vided, however, That such authority does not
include the power to acquire control directly
or indirectly, of another financial institution,
nor invest in shares, stocks or obligations of
an insurance company, trade association, li-
quidity facility or any other similar organiza-
tion, corporation, or association, except as
otherwise expressly provided by this chapter;
(J) in the capital stock of the National Credit
Union Central Liquidity Facility; (K) invest-
ments in obligations of, or issued by, any
State or political subdivision thereof (includ-
ing any agency, corporation, or instrumental-
ity of a State or political subdivision), except
that no credit union may invest more than 10
per centum of its unimpaired capital and sur-
plus in the obligations of any one issuer (ex-
clusive of general obligations of the issuer).1

(8) to make deposits in national banks and
in State banks, trust companies, and mutual
savings banks operating in accordance with
the laws of the State in which the Federal
credit union does business, or in banks or in-
stitutions the accounts of which are insured
by the Federal Deposit Insurance Corporation
or the Federal Savings and Loan Insurance
Corporation, and for Federal credit unions or
credit unions authorized by the Department of
Defense operating suboffices on American
military installations in foreign countries or
trust territories of the United States to main-
tain demand deposit accounts in banks located
in those countries or trust territories, subject
to such regulations as may be issued by the
Board and provided such banks are cor-
respondents of banks described in this para-
graph;

(9) to borrow, in accordance with such rules
and regulations as may be prescribed by the
Board, from any source, in an aggregate
amount not exceeding, except as authorized by
the Board in carrying out the provisions of
subchapter III of this chapter, 50 per centum of
its paid-in and unimpaired capital and surplus:
Provided, That any Federal credit union may
discount with or sell to any Federal inter-
mediate credit bank any eligible obligations
up to the amount of its paid-in and unim-
paired capital;

(10) to levy late charges, in accordance with
the bylaws, for failure of members to meet
promptly their obligations to the Federal
credit union;

(11) to impress and enforce a lien upon the
shares and dividends of any member, to the ex-
tent of any loan made to him and any dues or
charges payable by him;

(12) in accordance with rules and regulations
prescribed by the Board, to sell to members
negotiable checks (including travelers
checks), money orders, and other similar

money transfer instruments, and to cash
checks and money orders for members, for a
fee;

(13) in accordance with rules and regulations
prescribed by the Board, to purchase, sell,
pledge, or discount or otherwise receive or dis-
pose of, in whole or in part, any eligible obli-
gations (as defined by the Board) of its mem-
bers and to purchase from any liquidating
credit union notes made by individual mem-
bers of the liquidating credit union at such
prices as may be agreed upon by the board of
directors of the liquidating credit union and
the board of directors of the purchasing credit
union, but no purchase may be made under au-
thority of this paragraph if, upon the making
of that purchase, the aggregate of the unpaid
balances of notes purchased under authority of
this paragraph would exceed 5 per centum of
the unimpaired capital and surplus of the
credit union;

(14) to sell all or a part of its assets to an-
other credit union, to purchase all or part of
the assets of another credit union and to as-
sume the liabilities of the selling credit union
and those of its members subject to regula-
tions of the Board;

(15) to invest in securities that—
(A) are offered and sold pursuant to sec-

tion 77d(5) of title 15;
(B) are mortgage related securities (as

that term is defined in section 78c(a)(41) of
title 15), subject to such regulations as the
Board may prescribe, including regulations
prescribing minimum size of the issue (at
the time of initial distribution) or minimum
aggregate sales prices, or both; or

(C) are small business related securities
(as defined in section 78c(a)(53) of title 15),
subject to such regulations as the Board
may prescribe, including regulations pre-
scribing the minimum size of the issue (at
the time of the initial distribution), the
minimum aggregate sales price, or both;

(16) subject to such regulations as the Board
may prescribe, to provide technical assistance
to credit unions in Poland and Hungary; and

(17) to exercise such incidental powers as
shall be necessary or requisite to enable it to
carry on effectively the business for which it
is incorporated.

(June 26, 1934, ch. 750, title I, § 107, formerly § 7,
48 Stat. 1218; Dec. 6, 1937, ch. 3, § 2, 51 Stat. 4;
July 31, 1946, ch. 711, § 1, 60 Stat. 744; 1947 Reorg.
Plan No. 1, § 401, eff. July 1, 1947, 12 F.R. 4534, 61
Stat. 952; June 29, 1948, ch. 711, §§ 1, 2, 62 Stat.
1091; Oct. 25, 1949, ch. 713, § 1, 63 Stat. 890; May 13,
1952, ch. 264, 66 Stat. 70; renumbered § 8 and
amended Pub. L. 86–354, § 1, Sept. 22, 1959, 73
Stat. 630; Pub. L. 88–353, § 1, July 2, 1964, 78 Stat.
269; Pub. L. 89–429, § 7, May 24, 1966, 80 Stat. 167;
Pub. L. 90–44, §§ 2, 3, July 3, 1967, 81 Stat. 110, 111;
Pub. L. 90–375, § 1(1)–(3), July 5, 1968, 82 Stat. 284;
Pub. L. 90–448, title VIII, § 807(n), Aug. 1, 1968, 82
Stat. 545; Pub. L. 91–206, § 2(1), Mar. 10, 1970, 84
Stat. 49; renumbered title I, § 107, and amended
Pub. L. 91–468, §§ 1(2), 10, Oct. 19, 1970, 84 Stat.
994, 1017; Pub. L. 92–318, title I, § 133(c)(4), June
23, 1972, 86 Stat. 270; Pub. L. 93–383, title VII,
§ 721, title VIII, § 805(c)(5), Aug. 22, 1974, 88 Stat.
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719, 727; Pub. L. 93–495, title I, § 101(d), Oct. 28,
1974, 88 Stat. 1502; Pub. L. 93–569, § 6, Dec. 31,
1974, 88 Stat. 1866; Pub. L. 95–22, title III, §§ 302,
303, Apr. 19, 1977, 91 Stat. 49, 51; Pub. L. 95–630,
title V, § 502(b), title XVIII, § 1803, Nov. 10, 1978,
92 Stat. 3681, 3723; Pub. L. 96–153, title III,
§ 323(d), Dec. 21, 1979, 93 Stat. 1120; Pub. L. 96–161,
title I, § 103(b), Dec. 28, 1979, 93 Stat. 1234; Pub. L.
96–221, title III, §§ 305(b), 307, 309(a)(1), 310, Mar.
31, 1980, 94 Stat. 146–149; Pub. L. 97–320, title V,
§§ 506–514, 516–518, Oct. 15, 1982, 96 Stat. 1528–1530;
Pub. L. 97–457, §§ 25, 26, Jan. 12, 1983, 96 Stat. 2510;
Pub. L. 98–440, title I, § 105(b), Oct. 3, 1984, 98
Stat. 1691; Pub. L. 98–479, title II, § 206, Oct. 17,
1984, 98 Stat. 2234; Pub. L. 100–86, title VII, §§ 702,
703, Aug. 10, 1987, 101 Stat. 652; Pub. L. 101–179,
title II, § 206(b), Nov. 28, 1989, 103 Stat. 1311; Pub.
L. 103–325, title II, § 206(b), Sept. 23, 1994, 108
Stat. 2199; Pub. L. 104–208, div. A, title II, § 2306,
Sept. 30, 1996, 110 Stat. 3009–426.)

CODIFICATION

In par. (7), ‘‘section 9101(3) of title 31’’ substituted for
‘‘section 101 of the Government Corporation Control
Act [31 U.S.C. 846]’’ on authority of Pub. L. 97–258, § 4(b),
Sept. 13, 1982, 96 Stat. 1067, the first section of which
enacted Title 31, Money and Finance.

AMENDMENTS

1996—Par. (5)(A)(iv), (v). Pub. L. 104–208 substituted
‘‘$20,000’’ for ‘‘$10,000’’.

1994—Par. (15)(C). Pub. L. 103–325 added subpar. (C).
1989—Pars. (16), (17). Pub. L. 101–179 added par. (16)

and redesignated former par. (16) as (17).
1987—Par. (5)(A)(ii). Pub. L. 100–86, § 702, substituted

‘‘15 years or any longer term which the Board may
allow’’ for ‘‘fifteen years unless such loan is insured or
guaranteed as provided in subparagraph (iii)’’.

Par. (6). Pub. L. 100–86, § 703, inserted ‘‘, representing
equity,’’ after ‘‘payments’’.

1984—Par. (5)(A)(ii). Pub. L. 98–479 inserted ‘‘a loan
for the repair, alteration, or improvement of a residen-
tial dwelling which is the residence of a credit union
member,’’.

Pars. (15), (16). Pub. L. 98–440, § 105(b), added par. (15)
and redesignated former par. (15) as (16).

1983—Par. (5)(A)(i). Pub. L. 97–457, § 25, substituted
‘‘Administration’’ for ‘‘Association’’ after ‘‘National
Credit Union’’.

Par. (7)(K). Pub. L. 97–457, § 26, redesignated cl. (L) as
(K) and substituted a period for ‘‘; and’’ at end.

1982—Par. (5)(A)(i). Pub. L. 97–320, §§ 507–509, sub-
stituted ‘‘on’’ for ‘‘which is made to finance the acqui-
sition of’’ after ‘‘real estate loan’’ and ‘‘that is or will
be’’ for ‘‘for’’ after ‘‘cooperative unit,’’, struck out ‘‘the
sales price of which is not more than 150 per centum of
the median sales price of residential real property situ-
ated in the geographical area (as determined by the
board of directors) in which the property is located,’’
after ‘‘credit union member’’, and inserted ‘‘or such
other limits as shall be set by the National Credit
Union Association Board’’ after ‘‘not exceeding thirty
years’’.

Par. (5)(A)(ii). Pub. L. 97–320, § 510, substituted ‘‘or a
second mortgage loan secured by a residential dwell-
ing’’ for ‘‘or for the repair, alteration, or improvement
of a residential dwelling’’.

Par. (5)(A)(iii). Pub. L. 97–320, § 511, inserted ‘‘, or
with advance commitment to purchase the loan by,’’
and substituted ‘‘insurance, guarantee, or commit-
ment’’ for ‘‘insurance or guarantee’’.

Par. (5)(A)(iv), (v). Pub. L. 97–320, § 512, substituted
‘‘$10,000’’ for ‘‘$5,000’’.

Par. (5)(A)(viii). Pub. L. 97–320, § 513, inserted condi-
tion relating to partial prepayments of first or second
mortgage loans.

Par. (5)(A)(x). Pub. L. 97–320, § 506, added cl. (x).

Par. (7)(E). Pub. L. 97–320, § 516, inserted provisions re-
lating to instruments issued or guaranteed by any
other agency of the United States, and that a Federal
Credit Union may issue and sell securities which are
guaranteed pursuant to section 1721(g) of this title.

Par. (7)(L). Pub. L. 97–320, § 514, added cl. (L).
Par. (8). Pub. L. 97–320, § 517, inserted ‘‘or in banks or

institutions the accounts of which are insured by the
Federal Deposit Insurance Corporation or the Federal
Savings and Loan Insurance Corporation,’’ after ‘‘in
which the Federal Credit Union does business,’’.

Par. (12). Pub. L. 97–320, § 518, substituted ‘‘, money
orders, and other similar money transfer instruments’’
for ‘‘and money orders’’, and struck out ‘‘which does
not exceed the direct and indirect costs incident to pro-
viding such service’’ after ‘‘for a fee’’.

1980—Par. (5)(A)(i). Pub. L. 96–221, § 309(a)(1), inserted
provisions relating to an individual cooperative unit.

Par. (5)(A)(vi). Pub. L. 96–221, § 310, substituted provi-
sions setting forth maximum interest rate of 15 per
centum per annum, subject to specified exceptions, for
provisions setting forth a maximum interest rate of 1
per centum per month.

Par. (6). Pub. L. 96–221, §§ 305(b), 307, revised existing
provisions respecting credit unions serving predomi-
nately low-income members including provisions added
by Pub. L. 96–161, and repealed the amendment made by
Pub. L. 96–161. See Repeals and Effective Date of 1980
Amendment notes below.

1979—Par. (6). Pub. L. 96–161 inserted ‘‘, and to issue,
deal in, and accept share drafts as orders of withdrawal
against shares, subject to such terms, rates, and condi-
tions as may be prescribed by the Board’’ after ‘‘within
limitations prescribed by the Board’’.

Pub. L. 96–153 substituted ‘‘Federal, Indian tribal,
State’’ for ‘‘Federal, State’’.

1978—Par. (5). Pub. L. 95–630, § 502(b), substituted
‘‘Board’’ for ‘‘Administrator’’ wherever appearing.

Par. (6). Pub. L. 95–630, §§ 502(b), 1803(a), inserted
‘‘from the Central Liquidity Facility,’’ after ‘‘in the
manner so prescribed,’’ and substituted ‘‘Board’’ for
‘‘Administrator’’ in two places.

Par. (7). Pub. L. 95–630, §§ 502(b), 1803(b), substituted
‘‘Board’’ for ‘‘Administrator’’ wherever appearing and
added cl. (J).

Par. (8). Pub. L. 95–630, § 502(b), substituted ‘‘Board’’
for ‘‘Administrator’’.

Par. (9). Pub. L. 95–630, §§ 502(b), 1803(c), substituted
‘‘Board’’ for ‘‘Administrator’’ and inserted ‘‘, except as
authorized by the Board in carrying out the provisions
of subchapter III of this chapter,’’ after ‘‘amount not
exceeding’’.

Pars. (12) to (14). Pub. L. 95–630, § 502(b), substituted
‘‘Board’’ for ‘‘Administrator’’ wherever appearing.

1977—Par. (5). Pub. L. 95–22, § 302(a), among other
changes, inserted provisions permitting Federal credit
unions to establish lines of credit for their members, to
raise the maximum loan maturity for most loans to
twelve years, and to make loans secured by a first lien
and made for the purchase of a one-to-four-family
dwelling for the principal residence of a credit union
member.

Par. (6). Pub. L. 95–22, §§ 302(b), 303(a), redesignated
par. (7) as (6) and substituted reference to payments on
shares which may be issued at varying dividend rates
and payments on share certificates which may be is-
sued at varying dividend rates and maturities, subject
to such terms, rates, and conditions as may be estab-
lished by the board of directors, within limitations pre-
scribed by the Administrator for reference to payments
on shares, share certificates, or share deposits. Former
par. (6), relating to the power of Federal credit unions
to make loans to its own directors and to its own super-
visory credit committee, was struck out.

Par. (7). Pub. L. 95–22, § 303(b), redesignated par. (8) as
(7) and added subpar. (I). Former par. (7) redesignated
(6).

Pars. (8) to (12). Pub. L. 95–22, § 303(c), redesignated
pars. (9) to (13) as (8) to (12), respectively. Former par.
(8) redesignated (7).
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Par. (13). Pub. L. 95–22, § 303(c), (d), redesignated par.
(14) as (13) and inserted reference to purchase, sell,
pledge, or discount or otherwise receive or dispose of,
in whole or in part, any eligible obligations (as defined
by the Administrator) of its members. Former par. (13)
redesignated (12).

Par. (14). Pub. L. 95–22, § 303(e), added par. (14).
1974—Par. (5). Pub. L. 93–569 inserted ‘‘except that

loans made in accordance with section 1703(b) of this
title and section 1819 of title 38, may be for the matu-
rities specified therein,’’ after ‘‘ten years’’.

Par. (6). Pub. L. 93–383, § 721(a), substituted provisions
relating to approval of loans by the board of directors
for provisions requiring annual reports to the Adminis-
trator with respect to loans and setting forth condi-
tions for the making of loans.

Par. (7). Pub. L. 93–495 inserted provisions relating to
receipt of payments of shares, etc., from officers, em-
ployees, or agents of nonmember units of Federal,
State, or local governments and political subdivisions
enumerated in section 1787 of this title.

Par. (8)(E). Pub. L. 93–383, § 805(c)(5), inserted ref-
erence to mortgages, obligations, or other securities
sold by the Federal Home Loan Mortgage Corporation
pursuant to section 1454 or 1455 of this title.

Par. (9). Pub. L. 93–383, § 721(b), inserted provisions re-
lating to Federal credit unions or credit unions author-
ized by the Department of Defense.

1972—Par. (8)(E). Pub. L. 92–318 authorized invest-
ments in obligations or other instruments or securities
of the Student Loan Marketing Association.

1970—Pars. (5), (6), (8), (10), (13), (14), Pub. L. 91–206
substituted ‘‘Administrator’’ for ‘‘Director’’ wherever
appearing.

Par. (7). Pub. L. 91–468, § 10(1), permitted a Federal
credit union to not only receive from members but also
from other federally insured credit unions, payments
on shares as well as share certificates or share deposits
and, in the case of credit unions serving predominantly
low-income members, to receive payments on shares,
share certificates or share deposits from nonmembers.

Par. (8). Pub. L. 91–468, § 10(2), authorized a Federal
credit union to invest in shares, share certificates or
share deposits of federally insured credit unions.

1968—Par. (5). Pub. L. 90–375, § 1(1), substituted provi-
sions authorizing Federal credit unions to make unse-
cured loans with maturities not exceeding five years,
and secured loans with maturities not exceeding ten
years for provisions authorizing federal credit unions
to make loans with maturities not exceeding five
years.

Par. (8). Pub. L. 90–448 authorized investments in ob-
ligations, participations, or other instruments of or is-
sued by, or guaranteed as to principal and interest by,
the Government National Mortgage Association.

Pub. L. 90–375, § 1(2), added cl. (G).
Pars. (14), (15). Pub. L. 90–375, § 1(3), added par. (14)

and redesignated former par. (14) as (15).
1967—Par. (5). Pub. L. 90–44, § 2(1), substituted ‘‘may

be made except as authorized under paragraph (6) of
this section’’ for ‘‘shall exceed the amount of his hold-
ings in the Federal Credit Union as represented by
shares thereof plus the total unencumbered and un-
pledged shareholdings in the Federal Credit Union of
any member pledged as security for the obligation of
such director or committee member’’.

Pars. (6), (7). Pub. L. 90–44, § 2(3), added par. (6) and re-
designated former pars. (6) and (7) as (7) and (8), respec-
tively.

Pars. (8) to (14). Pub. L. 90–44, §§ 2(2), (3), redesignated
former par. (7) as (8), authorized in cl. (D) investment
of funds in shares or accounts of mutual savings banks,
the accounts of which are insured by the Federal De-
posit Insurance Corporation, and redesignated former
pars. (8) to (13) as (9) to (14), respectively.

1966—Par. (7). Pub. L. 89–429 expanded list of possible
areas of investment of funds by Federal credit unions
to include obligations, participations, or other instru-
ments of or issued by, or fully guaranteed as to prin-
cipal and interest by, the Federal National Mortgage

Association and participation certificates evidencing
beneficial interests in obligations, or in the right to re-
ceive interest and principal collections therefrom,
which obligations have been subjected by one or more
Government agencies to a trust or trusts for which any
executive department, agency, or instrumentality of
the United States (or the head thereof) has been named
to act as trustee.

1964—Par. (7)(E). Pub. L. 88–353 added cl. (E).
1959—Pub. L. 86–354 made numerous capitalization,

punctuation and phraseological changes throughout
text; increased maturities limits for loans from three
to five years, authorized approval of loans by a loan of-
ficer and authorized loans in an amount which shall in-
clude total unencumbered and unpledged shareholdings
in the Federal credit union of any member pledged as
security for the obligation of the director or committee
member, provided for payment and amortization of
loans, redesignated provisions (a) to (d) as (A) to (D) in
par. (7), substituted ‘‘levy late charges’’ for ‘‘fine mem-
bers’’ and inserted ‘‘of members’’ in par. (10), sub-
stituted ‘‘charges’’ for ‘‘fines’’ in par. (11), added par.
(12); and redesignated former par. (12) as par. (13).

1952—Par. (7)(d). Act May 13, 1952, authorized invest-
ment of funds in shares or accounts of any other insti-
tutions whose accounts are insured by the Federal Sav-
ings and Loan Insurance Corporation.

1949—Par. (5). Act Oct. 25, 1949, increased from 2 years
to 3 years the limit for maturity of loans.

1946—Par. (5). Act July 31, 1946, inserted last two sen-
tences to provide for the forfeiture of the entire
amount of interest reserved and for the recovery of the
entire amount of interest paid for the violation of the
interest limitation.

1937—Par. (7)(c), (d). Act Dec. 6, 1937, added cls. (c)
and (d).

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by section 305(b) of Pub. L. 96–221 effec-
tive at close of Mar. 31, 1980, see section 306 of Pub. L.
96–221, set out as a note under section 371a of this title.

EFFECTIVE AND TERMINATION DATES OF 1979
AMENDMENTS

Amendment by Pub. L. 96–161 effective Dec. 31, 1979,
with that amendment to remain in effect until the
close of Mar. 31, 1980, see section 104 of Pub. L. 96–161,
set out as a note under section 371a of this title.

Section 323(e) of Pub. L. 96–153 provided that: ‘‘The
amendments made by subsections (a) through (d)
[amending this section and sections 1728, 1787, and 1821
of this title] are not applicable to any claim arising out
of the closing of a bank, savings and loan association,
or credit union prior to the date of enactment of this
Act [Dec. 21, 1979], but shall be applicable to any such
claim arising on or after such date.’’

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by section 502(b) of Pub. L. 95–630 effec-
tive on expiration of 120 days after Nov. 10, 1978, and
transitional provisions, see section 509 of Pub. L. 95–630,
set out as a note under section 1752 of this title.

Amendment by section 1803 of Pub. L. 95–630 effective
Oct. 1, 1979, see section 1806 of Pub. L. 95–630, set out as
an Effective Date note under section 1795 of this title.

EFFECTIVE DATE OF 1974 AMENDMENTS

Amendment by Pub. L. 93–569 effective Dec. 31, 1974,
see section 10 of Pub. L. 93–569, set out as a note under
section 3702 of Title 38, Veterans’ Benefits.

Amendment by Pub. L. 93–495 effective on 30th day
beginning after Oct. 28, 1974, see section 101(g) of Pub.
L. 93–495, set out as a note under section 1813 of this
title.

EFFECTIVE DATE OF 1968 AMENDMENT

For effective date of amendment by title VIII of Pub.
L. 90–448, see section 808 of Pub. L. 90–448, set out as a
note under section 1716b of this title.
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REPEALS

Amendment by section 103 of Pub. L. 96–161, cited as
a credit to this section, was repealed at the close of
Mar. 31, 1980, by section 307 of Pub. L. 96–221, and sub-
stantially identical provisions were enacted by section
305 of Pub. L. 96–221, such amendments to take effect at
the close of Mar. 31, 1980.

TRANSFER OF FUNCTIONS

Federal Home Loan Bank Board and Federal Savings
and Loan Insurance Corporation abolished and func-
tions transferred, see sections 401 to 406 of Pub. L.
101–73, set out as a note under section 1437 of this title.

Transfer of functions of Farm Credit Administration
and Governor thereof, generally, see notes set out
under section 1751 of this title.

Functions of Governor of Farm Credit Administra-
tion under this section transferred to Federal Deposit
Insurance Corporation by Reorg. Plan No. 1 of 1947.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1752, 1761c of
this title.

§ 1757a. Limitation on member business loans

(a) In general
On and after August 7, 1998, no insured credit

union may make any member business loan that
would result in a total amount of such loans
outstanding at that credit union at any one
time equal to more than the lesser of—

(1) 1.75 times the actual net worth of the
credit union; or

(2) 1.75 times the minimum net worth re-
quired under section 1790d(c)(1)(A) of this title
for a credit union to be well capitalized.

(b) Exceptions
Subsection (a) of this section does not apply in

the case of—
(1) an insured credit union chartered for the

purpose of making, or that has a history of
primarily making, member business loans to
its members, as determined by the Board; or

(2) an insured credit union that—
(A) serves predominantly low-income

members, as defined by the Board; or
(B) is a community development financial

institution, as defined in section 4702 of this
title.

(c) Definitions
As used in this section—

(1) the term ‘‘member business loan’’—
(A) means any loan, line of credit, or letter

of credit, the proceeds of which will be used
for a commercial, corporate or other busi-
ness investment property or venture, or ag-
ricultural purpose; and

(B) does not include an extension of cred-
it—

(i) that is fully secured by a lien on a 1-
to 4-family dwelling that is the primary
residence of a member;

(ii) that is fully secured by shares in the
credit union making the extension of cred-
it or deposits in other financial institu-
tions;

(iii) that is described in subparagraph
(A), if it was made to a borrower or an as-
sociated member that has a total of all
such extensions of credit in an amount
equal to less than $50,000;

(iv) the repayment of which is fully in-
sured or fully guaranteed by, or where
there is an advance commitment to pur-
chase in full by, any agency of the Federal
Government or of a State, or any political
subdivision thereof; or

(v) that is granted by a corporate credit
union (as that term is defined by the
Board) to another credit union.

(2) the term ‘‘net worth’’—
(A) with respect to any insured credit

union, means the credit union’s retained
earnings balance, as determined under gen-
erally accepted accounting principles; and

(B) with respect to a credit union that
serves predominantly low-income members,
as defined by the Board, includes secondary
capital accounts that are—

(i) uninsured; and
(ii) subordinate to all other claims

against the credit union, including the
claims of creditors, shareholders, and the
Fund; and

(3) the term ‘‘associated member’’ means
any member having a shared ownership, in-
vestment, or other pecuniary interest in a
business or commercial endeavor with the bor-
rower.

(d) Effect on existing loans
An insured credit union that has, on August 7,

1998, a total amount of outstanding member
business loans that exceeds the amount per-
mitted under subsection (a) of this section shall,
not later than 3 years after August 7, 1998, re-
duce the total amount of outstanding member
business loans to an amount that is not greater
than the amount permitted under subsection (a)
of this section.
(e) Consultation and cooperation with State

credit union supervisors
In implementing this section, the Board shall

consult and seek to work cooperatively with
State officials having jurisdiction over State-
chartered insured credit unions.

(June 26, 1934, ch. 750, title I, § 107A, as added
Pub. L. 105–219, title II, § 203(a), Aug. 7, 1998, 112
Stat. 920.)

STUDY AND REPORT

Pub. L. 105–219, title II, § 203(b), Aug. 7, 1998, 112 Stat.
922, provided that:

‘‘(1) STUDY.—The Secretary [of the Treasury] shall
conduct a study of member business lending by insured
credit unions, including—

‘‘(A) an examination of member business lending
over $500,000 and under $50,000, and a breakdown of
the types and sizes of businesses that receive member
business loans;

‘‘(B) a review of the effectiveness and enforcement
of regulations applicable to insured credit union
member business lending;

‘‘(C) whether member business lending by insured
credit unions could affect the safety and soundness of
insured credit unions or the National Credit Union
Share Insurance Fund;

‘‘(D) the extent to which member business lending
by insured credit unions helps to meet financial serv-
ices needs of low- and moderate-income individuals
within the field of membership of insured credit
unions;

‘‘(E) whether insured credit unions that engage in
member business lending have a competitive advan-
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tage over other insured depository institutions, and if
any such advantage could affect the viability and
profitability of such other insured depository institu-
tions; and

‘‘(F) the effect of enactment of this Act [see Short
Title of 1998 Amendment note set out under section
1751 of this title] on the number of insured credit
unions involved in member business lending and the
overall amount of commercial lending.
‘‘(2) NCUA COOPERATION.—The National Credit Union

Administration shall, upon request, provide such infor-
mation as the Secretary may require to conduct the
study required under paragraph (1).

‘‘(3) REPORT.—Not later than 12 months after the date
of enactment of this Act [Aug. 7, 1998], the Secretary
shall submit a report to the Congress on the results of
the study conducted under paragraph (1).’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1790d of this
title.

§ 1758. Bylaws

In order to simplify the organization of Fed-
eral credit unions the Board shall from time to
time cause to be prepared a form of organization
certificate and a form of bylaws consistent with
this chapter, which shall be used by Federal
credit union incorporators, and shall be supplied
to them on request. At the time of presenting
the organization certificate the incorporators
shall also submit proposed bylaws to the Board
for its approval.

(June 26, 1934, ch. 750, title I, § 108, formerly § 8,
48 Stat. 1219; 1947 Reorg. Plan No. 1, § 401, eff.
July 1, 1947, 12 F.R. 4534, 61 Stat. 952; June 29,
1948, ch. 711, §§ 1, 2, 62 Stat. 1091; renumbered § 9
and amended Pub. L. 86–354, § 1, Sept. 22, 1959, 73
Stat. 631; Pub. L. 91–206, § 2(1), Mar. 10, 1970, 84
Stat. 49; renumbered title I, § 108, Pub. L. 91–468,
§ 1(2), Oct. 19, 1970, 84 Stat. 994; amended Pub. L.
95–630, title V, § 502(b), Nov. 10, 1978, 92 Stat.
3681.)

AMENDMENTS

1978—Pub. L. 95–630 substituted ‘‘Board’’ for ‘‘Admin-
istrator’’ in two places, and ‘‘its approval’’ for ‘‘his ap-
proval’’.

1970—Pub. L. 91–206 substituted ‘‘Administrator’’ for
‘‘Director’’ in two places.

1959—Pub. L. 86–354 substituted ‘‘from time to time’’
for ‘‘, upon the passage of this Act,’’.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

TRANSFER OF FUNCTIONS

Transfer of functions of Farm Credit Administration
and Governor thereof, generally, see notes set out
under section 1751 of this title.

Functions of Governor of Farm Credit Administra-
tion under this section transferred to Federal Deposit
Insurance Corporation by Reorg. Plan No. 1 of 1947.

§ 1759. Membership

(a) In general
Subject to subsection (b) of this section, Fed-

eral credit union membership shall consist of
the incorporators and such other persons and in-
corporated and unincorporated organizations, to
the extent permitted by rules and regulations

prescribed by the Board, as may be elected to
membership and as such shall each, subscribe to
at least one share of its stock and pay the initial
installment thereon and a uniform entrance fee
if required by the board of directors. Shares may
be issued in joint tenancy with right of survivor-
ship with any persons designated by the credit
union member, but no joint tenant shall be per-
mitted to vote, obtain loans, or hold office, un-
less he is within the field of membership and is
a qualified member.
(b) Membership field

Subject to the other provisions of this section,
the membership of any Federal credit union
shall be limited to the membership described in
one of the following categories:

(1) Single common-bond credit union
One group that has a common bond of occu-

pation or association.
(2) Multiple common-bond credit union

More than one group—
(A) each of which has (within the group) a

common bond of occupation or association;
and

(B) the number of members, each of which
(at the time the group is first included with-
in the field of membership of a credit union
described in this paragraph) does not exceed
any numerical limitation applicable under
subsection (d) of this section.

(3) Community credit union
Persons or organizations within a well-de-

fined local community, neighborhood, or rural
district.

(c) Exceptions
(1) Grandfathered members and groups

(A) In general
Notwithstanding subsection (b) of this sec-

tion—
(i) any person or organization that is a

member of any Federal credit union as of
August 7, 1998, may remain a member of
the credit union after August 7, 1998; and

(ii) a member of any group whose mem-
bers constituted a portion of the member-
ship of any Federal credit union as of Au-
gust 7, 1998, shall continue to be eligible to
become a member of that credit union, by
virtue of membership in that group, after
August 7, 1998.

(B) Successors
If the common bond of any group referred

to in subparagraph (A) is defined by any par-
ticular organization or business entity, sub-
paragraph (A) shall continue to apply with
respect to any successor to the organization
or entity.

(2) Exception for underserved areas
Notwithstanding subsection (b) of this sec-

tion, in the case of a Federal credit union, the
field of membership category of which is de-
scribed in subsection (b)(2) of this section, the
Board may allow the membership of the credit
union to include any person or organization
within a local community, neighborhood, or
rural district if—
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(A) the Board determines that the local
community, neighborhood, or rural dis-
trict—

(i) is an ‘‘investment area’’, as defined in
section 4702(16) of this title, and meets
such additional requirements as the Board
may impose; and

(ii) is underserved, based on data of the
Board and the Federal banking agencies
(as defined in section 1813 of this title), by
other depository institutions (as defined in
section 461(b)(1)(A) of this title); and

(B) the credit union establishes and main-
tains an office or facility in the local com-
munity, neighborhood, or rural district at
which credit union services are available.

(d) Multiple common-bond credit union group re-
quirements

(1) Numerical limitation
Except as provided in paragraph (2), only a

group with fewer than 3,000 members shall be
eligible to be included in the field of member-
ship category of a credit union described in
subsection (b)(2) of this section.
(2) Exceptions

In the case of any Federal credit union, the
field of membership category of which is de-
scribed in subsection (b)(2) of this section, the
numerical limitation in paragraph (1) of this
subsection shall not apply with respect to—

(A) any group that the Board determines,
in writing and in accordance with the guide-
lines and regulations issued under paragraph
(3), could not feasibly or reasonably estab-
lish a new single common-bond credit union,
the field of membership category of which is
described in subsection (b)(1) of this section
because—

(i) the group lacks sufficient volunteer
and other resources to support the effi-
cient and effective operation of a credit
union;

(ii) the group does not meet the criteria
that the Board has determined to be im-
portant for the likelihood of success in es-
tablishing and managing a new credit
union, including demographic characteris-
tics such as geographical location of mem-
bers, diversity of ages and income levels,
and other factors that may affect the fi-
nancial viability and stability of a credit
union; or

(iii) the group would be unlikely to oper-
ate a safe and sound credit union;

(B) any group transferred from another
credit union—

(i) in connection with a merger or con-
solidation recommended by the Board or
any appropriate State credit union super-
visor based on safety and soundness con-
cerns with respect to that other credit
union; or

(ii) by the Board in the Board’s capacity
as conservator or liquidating agent with
respect to that other credit union; or

(C) any group transferred in connection
with a voluntary merger, having received
conditional approval by the Administration

of the merger application prior to October
25, 1996, but not having consummated the
merger prior to October 25, 1996, if the merg-
er is consummated not later than 180 days
after August 7, 1998.

(3) Regulations and guidelines
The Board shall issue guidelines or regula-

tions, after notice and opportunity for com-
ment, setting forth the criteria that the Board
will apply in determining under this sub-
section whether or not an additional group
may be included within the field of member-
ship category of an existing credit union de-
scribed in subsection (b)(2) of this section.

(e) Additional membership eligibility provisions
(1) Membership eligibility limited to immediate

family or household members
No individual shall be eligible for member-

ship in a credit union on the basis of the rela-
tionship of the individual to another person
who is eligible for membership in the credit
union, unless the individual is a member of
the immediate family or household (as those
terms are defined by the Board, by regulation)
of the other person.

(2) Retention of membership
Except as provided in section 1764 of this

title, once a person becomes a member of a
credit union in accordance with this sub-
chapter, that person or organization may re-
main a member of that credit union until the
person or organization chooses to withdraw
from the membership of the credit union.

(f) Criteria for approval of expansion of multiple
common-bond credit unions

(1) In general
The Board shall—

(A) encourage the formation of separately
chartered credit unions instead of approving
an application to include an additional
group within the field of membership of an
existing credit union whenever practicable
and consistent with reasonable standards for
the safe and sound operation of the credit
union; and

(B) if the formation of a separate credit
union by the group is not practicable or con-
sistent with the standards referred to in sub-
paragraph (A), require the inclusion of the
group in the field of membership of a credit
union that is within reasonable proximity to
the location of the group whenever prac-
ticable and consistent with reasonable
standards for the safe and sound operation of
the credit union.

(2) Approval criteria
The Board may not approve any application

by a Federal credit union, the field of member-
ship category of which is described in sub-
section (b)(2) of this section to include any ad-
ditional group within the field of membership
of the credit union (or an application by a
Federal credit union described in subsection
(b)(1) of this section to include an additional
group and become a credit union described in
subsection (b)(2) of this section), unless the
Board determines, in writing, that—
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(A) the credit union has not engaged in
any unsafe or unsound practice (as defined
in section 1786(b) of this title) that is mate-
rial during the 1-year period preceding the
date of filing of the application;

(B) the credit union is adequately capital-
ized;

(C) the credit union has the administrative
capability to serve the proposed membership
group and the financial resources to meet
the need for additional staff and assets to
serve the new membership group;

(D) any potential harm that the expansion
of the field of membership of the credit
union may have on any other insured credit
union and its members is clearly outweighed
in the public interest by the probable bene-
ficial effect of the expansion in meeting the
convenience and needs of the members of the
group proposed to be included in the field of
membership; and

(E) the credit union has met such addi-
tional requirements as the Board may pre-
scribe, by regulation.

(g) Regulations required for community credit
unions

(1) Definition of well-defined local community,
neighborhood, or rural district

The Board shall prescribe, by regulation, a
definition for the term ‘‘well-defined local
community, neighborhood, or rural district’’
for purposes of—

(A) making any determination with regard
to the field of membership of a credit union
described in subsection (b)(3) of this section;
and

(B) establishing the criteria applicable
with respect to any such determination.

(2) Scope of application
The definition prescribed by the Board under

paragraph (1) shall apply with respect to any
application to form a new credit union, or to
alter or expand the field of membership of an
existing credit union, that is filed with the
Board after August 7, 1998.

(June 26, 1934, ch. 750, title I, § 109, formerly § 9,
48 Stat. 1219; July 31, 1946, ch. 711, § 2, 60 Stat.
744; 1947 Reorg. Plan No. 1, § 401, eff. July 1, 1947,
12 F.R. 4534, 61 Stat. 952; June 29, 1948, ch. 711,
§§ 1, 2, 62 Stat. 1091; renumbered § 10 and amended
Pub. L. 86–354, § 1, Sept. 22, 1959, 73 Stat. 631;
Pub. L. 91–206, § 2(1), Mar. 10, 1970, 84 Stat. 49; re-
numbered title I, § 109, Pub. L. 91–468, § 1(2), Oct.
19, 1970, 84 Stat. 994; amended Pub. L. 93–383,
title VII, § 722, Aug. 22, 1974, 88 Stat. 719; Pub. L.
95–630, title V, § 502(b), Nov. 10, 1978, 92 Stat. 3681;
Pub. L. 105–219, title I, §§ 101–103, Aug. 7, 1998, 112
Stat. 914–917.)

AMENDMENTS

1998—Subsec. (a). Pub. L. 105–219, § 101(1)(A), des-
ignated existing provisions as subsec. (a) and inserted
heading and ‘‘Subject to subsection (b) of this section,’’
before ‘‘Federal credit union membership shall consist
of’’.

Pub. L. 105–219, § 101(1)(B), which directed the amend-
ment of subsec. (a) by striking out ‘‘, except that Fed-
eral credit union membership shall be limited to groups
having a common bond of occupation or association, or
to groups within a well-defined neighborhood, commu-

nity, or rural district’’ after ‘‘directors’’, was executed
by striking out such language which began with a semi-
colon rather than a comma after ‘‘directors’’ to reflect
the probable intent of Congress.

Subsecs. (b) to (e). Pub. L. 105–219, § 101(2), added sub-
secs. (b) to (e).

Subsec. (f). Pub. L. 105–219, § 102, added subsec. (f).
Subsec. (g). Pub. L. 105–219, § 103, added subsec. (g).
1978—Pub. L. 95–630 substituted ‘‘Board’’ for ‘‘Admin-

istrator’’.
1974—Pub. L. 93–383 substituted ‘‘a uniform entrance

fee if required by the board of directors’’ for ‘‘the en-
trance fee’’.

1970—Pub. L. 91–206 substituted ‘‘Administrator’’ for
‘‘Director’’.

1959—Pub. L. 86–354 substituted ‘‘persons’’ for ‘‘per-
son’’ before ‘‘designated’’.

1946—Act July 31, 1946, inserted sentence at end per-
mitting a Federal credit union to issue shares in joint
tenancy with a right of survivorship.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

TRANSFER OF FUNCTIONS

Transfer of functions of Farm Credit Administration
and Governor thereof, generally, see notes set out
under section 1751 of this title.

Functions of Governor of Farm Credit Administra-
tion under this section transferred to Federal Deposit
Insurance Corporation by Reorg. Plan No. 1 of 1947.

REPORT AND CONGRESSIONAL REVIEW REQUIREMENT FOR
CERTAIN REGULATIONS

Pub. L. 105–219, title II, § 205, Aug. 7, 1998, 112 Stat.
923, provided that: ‘‘A regulation prescribed by the
Board [National Credit Union Administration Board]
shall be treated as a major rule for purposes of chapter
8 of title 5, United States Code, if the regulation de-
fines, or amends the definition of—

‘‘(1) the term ‘immediate family or household’ for
purposes of section 109(e)(1) of the Federal Credit
Union Act [12 U.S.C. 1759(e)(1)] (as added by section
101 of this Act); or

‘‘(2) the term ‘well-defined local community, neigh-
borhood, or rural district’ for purposes of section
109(g) of the Federal Credit Union Act (as added by
section 103 of this Act).’’

§ 1760. Members� meetings

The fiscal year of all Federal credit unions
shall end December 31. The annual meeting of
each Federal credit union shall be held at such
place as its bylaws shall prescribe. Special meet-
ings may be held in the manner indicated in the
bylaws. No member shall be entitled to vote by
proxy, but a member other than a natural per-
son may vote through an agent designated for
the purpose. Irrespective of the number of
shares held, no member shall have more than
one vote.

(June 26, 1934, ch. 750, title I, § 110, formerly § 10,
48 Stat. 1219; renumbered § 11, Pub. L. 86–354, § 1,
Sept. 22, 1959, 73 Stat. 631; amended Pub. L.
88–150, § 1, Oct. 17, 1963, 77 Stat. 270; renumbered
title I, § 110, Pub. L. 91–468, § 1(2), Oct. 19, 1970, 84
Stat. 994; amended Pub. L. 97–320, title V, § 519,
Oct. 15, 1982, 96 Stat. 1531.)

AMENDMENTS

1982—Pub. L. 97–320 struck out ‘‘at such time during
the following January, February, or March and’’ after
‘‘shall be held’’, and ‘‘by him’’ after ‘‘shares held’’.
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1963—Pub. L. 88–150 substituted ‘‘during the following
January, February, or March’’ for ‘‘during the month of
the following January’’.

§ 1761. Management

(a) Board of directors, credit committee, and su-
pervisory committee; election to board

The management of a Federal credit union
shall be by a board of directors, a supervisory
committee, and where the bylaws so provide, a
credit committee. The board shall consist of an
odd number of directors, at least five in number,
to be elected annually by and from the members
as the bylaws provide. Any vacancy occurring on
the board shall be filled until the next annual
election by appointment by the remainder of the
directors.

(b) Membership on supervisory committee;
names and addresses of officers and commit-
tee members

The supervisory committee shall be appointed
by the board of directors and shall consist of not
less than three members nor more than five
members, one of whom may be a director other
than the compensated officer of the board. A
record of the names and addresses of the execu-
tive officers, members of the supervisory com-
mittee, credit committee, and loan officers,
shall be filed with the Administration within
ten days after their election or appointment.

(c) Compensation
No member of the board or of any other com-

mittee shall, as such, be compensated, except
that reasonable health, accident, similar insur-
ance protection, and the reimbursement of rea-
sonable expenses incurred in the execution of
the duties of the position shall not be considered
compensation.

(June 26, 1934, ch. 750, title I, § 111, formerly § 11,
48 Stat. 1219; June 15, 1940, ch. 366, 54 Stat. 398;
July 31, 1946, ch. 711, §§ 3–6, 60 Stat. 745; 1947
Reorg. Plan No. 1, § 401, eff. July 1, 1947, 12 F.R.
4534, 61 Stat. 952; June 29, 1948, ch. 711, §§ 1, 2, 62
Stat. 1091; Oct. 25, 1949, ch. 713, § 2, 63 Stat. 890;
June 30, 1954, ch. 426, § 1, 68 Stat. 335; Aug. 24,
1954, ch. 905, §§ 1, 2, 68 Stat. 792; renumbered § 12
and amended Pub. L. 86–354, § 1, Sept. 22, 1959, 73
Stat. 632; Pub. L. 88–353, § 2, July 2, 1964, 78 Stat.
269; Pub. L. 91–206, § 2(3), Mar. 10, 1970, 84 Stat. 49;
renumbered title I, § 111, Pub. L. 91–468, § 1(2),
Oct. 19, 1970, 84 Stat. 994; amended Pub. L. 93–495,
title I, § 116, Oct. 28, 1974, 88 Stat. 1507; Pub. L.
95–630, title V, § 502(b), Nov. 10, 1978, 92 Stat. 3681;
Pub. L. 97–320, title V, § 520, Oct. 15, 1982, 96 Stat.
1531.)

AMENDMENTS

1982—Pub. L. 97–320 substituted provisions divided
into subsecs. (a), (b), and (c) relating to the manage-
ment of a Federal credit union, including the board of
directors, credit and supervisory committees, and the
matter of their compensation, for provisions which
read as follows: ‘‘The business affairs of a Federal cred-
it union shall be managed by a board of not less than
five directors, and a credit committee of not less than
three members, all to be elected at the annual mem-
bers’ meeting by and from the members, and by a su-
pervisory committee of not less than three members
nor more than five members, one of whom may be a di-
rector other than the treasurer, to be appointed by the

board. Any vacancy occurring in the supervisory com-
mittee shall be filled in the same manner as original
appointments to such committee. All members of the
board and of such committees shall hold office for such
terms, respectively, as the bylaws may provide. A
record of the names and addresses of the members of
the board and such committees and of the officers of
the credit union shall be filed with the Administration
within ten days after their election or appointment. No
member of the board or of either such committee shall,
as such, be compensated: Provided, however, That rea-
sonable health, accident, and similar insurance protec-
tion shall not be considered compensation under regu-
lations promulgated by the Board.’’

1978—Pub. L. 95–630 substituted ‘‘Board’’ for ‘‘Admin-
istrator’’.

1974—Pub. L. 93–495 inserted proviso relating to com-
pensation in the form of health, accident, and similar
insurance protection.

1970—Pub. L. 91–206 substituted ‘‘Administration’’ for
‘‘Bureau’’.

1964—Pub. L. 88–353 increased size of supervisory com-
mittee from three members to not less than three
members nor more than five members.

1959—Pub. L. 86–354 provided for appointment instead
of election of members of supervisory committee and
for filling of vacancies in such committee, and struck
out former subsecs. (b) to (e) relating to officers, direc-
tors, credit committee and supervisory committee. See
sections 1761a to 1761d of this title, respectively.

1954—Subsecs. (b), (c). Act Aug. 24, 1954, provided ex-
press authority for the Director of the Bureau of Fed-
eral Credit Unions to regulate the minimum amount
and character of surety bonds for officers and employ-
ees.

Subsec. (c). Act June 30, 1954, inserted provision with
respect to interest refunds.

1949—Subsec. (d). Act Oct. 25, 1949, substituted ‘‘$400’’
for ‘‘$300’’ wherever appearing.

1946—Subsec. (c). Act July 31, 1946, struck out ‘‘fix
the amount and character of the surety bond required
of any officer having custody of funds’’ and inserted
‘‘require any officer or employee having custody of or
handling funds to give bond with good and sufficient
surety in an amount and character to be determined,
from time to time, by the board and authorize the pay-
ment of the premium or premiums therefor from the
funds of the Federal credit union’’.

Subsec. (d). Act July 31, 1946, struck out requirement
that notice of meeting of the credit committee must be
given by the treasurer and increased the maximum
amount of an unsecured loan to a member from $100 to
$300.

Subsec. (e). Act July 31, 1946, inserted last sentence
defining ‘‘passbook’’.

1940—Subsec. (d). Act June 15, 1940, substituted ‘‘$100’’
for ‘‘$50’’ in fourth sentence.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

TRANSFER OF FUNCTIONS

Transfer of functions of Farm Credit Administration
and Governor thereof, generally, see notes set out
under section 1751 of this title.

Functions of Governor of Farm Credit Administra-
tion under this section transferred to Federal Deposit
Insurance Corporation by Reorg. Plan No. 1 of 1947.

§ 1761a. Officers of the board

At their first meeting after the annual meet-
ing of the members, the directors shall elect
from their number the board officers specified in
the bylaws. Only one board officer may be com-
pensated as an officer of the board and the by-
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laws shall specify such position as well as the
specific duties of each of the board officers. The
board shall elect from their number a financial
officer who shall give adequate fidelity coverage
in accordance with section 1761b(2) of this title.

(June 26, 1934, ch. 750, title I, § 112, formerly § 13,
as added Pub. L. 86–354, § 1, Sept. 22, 1959, 73 Stat.
632; amended Pub. L. 88–150, § 2, Oct. 17, 1963, 77
Stat. 270; Pub. L. 91–206, § 2(1), Mar. 10, 1970, 84
Stat. 49; renumbered title I, § 112, Pub. L. 91–468,
§ 1(2), Oct. 19, 1970, 84 Stat. 994; amended Pub. L.
95–630, title V, § 502(b), Nov. 10, 1978, 92 Stat. 3681;
Pub. L. 97–320, title V, § 521, Oct. 15, 1982, 96 Stat.
1531; Pub. L. 100–86, title VII, § 704(a), Aug. 10,
1987, 101 Stat. 652.)

PRIOR PROVISIONS

Provisions similar to those comprising this section
were contained in section 11(b) of act June 26, 1934, ch.
750, 48 Stat. 1219 (formerly classified to section 1761(b)
of this title), prior to the amendment and renumbering
of act June 26, 1934, by Pub. L. 86–354.

AMENDMENTS

1987—Pub. L. 100–86 inserted third sentence and
struck out former third sentence which read as follows:
‘‘The board shall elect from their number a financial
officer who shall give bond with good and sufficient
surety, in an amount and character to be determined
by the board of directors in compliance with regula-
tions prescribed from time to time by the Board condi-
tioned upon the faithful performance of the officer’s
trust.’’

1982—Pub. L. 97–320 substituted provisions relating to
the officers of the board for provisions which read: ‘‘At
their first meeting after the annual meeting of the
members, the directors shall elect from their number a
president, one or more vice presidents, a secretary, and
a treasurer, who shall be the executive officers of the
corporation. No executive officer, except the treasurer,
shall be compensated as such. The offices of secretary
and treasurer may be held by the same person. The du-
ties of the officers shall be as determined by the by-
laws. Before the treasurer shall enter upon his duties
he shall give bond with good and sufficient surety, in
an amount and character to be determined by the board
of directors in compliance with regulations prescribed
from time to time by the Board, conditioned upon the
faithful performance of his trust.’’

1978—Pub. L. 95–630 substituted ‘‘Board’’ for ‘‘Admin-
istrator’’.

1970—Pub. L. 91–206 substituted ‘‘Administrator’’ for
‘‘Director’’.

1963—Pub. L. 88–150 struck out ‘‘, except that the
treasurer shall be the general manager of the corpora-
tion’’ after ‘‘bylaws’’ in fourth sentence.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

§ 1761b. Board of directors; meetings; powers and
duties; executive committee; membership of-
ficers; membership application

The board of directors shall meet at least once
a month and shall have the general direction
and control of the affairs of the Federal credit
union. Minutes of all meetings shall be kept.
Among other things, the board of directors
shall—

(1) act upon applications for membership or
appoint membership officers from among the
members of the credit union, other than the

board member paid as an officer, the financial
board officer, any assistant to the paid officer
of the board or to the financial officer, or any
loan officer;

(2) provide adequate fidelity coverage for of-
ficers and employees having custody of or han-
dling funds according to regulations issued by
the Board;

(3) fill vacancies on the board of directors
until successors elected at the next annual
meeting have qualified;

(4) if the bylaws provide for an elected credit
committee, fill vacancies on the credit com-
mittee until successors elected at the next an-
nual meeting have qualified;

(5) appoint the members of the supervisory
committee and, if the bylaws so provide, ap-
point the members of the credit committee;

(6) have charge of investments including the
right to designate an investment committee of
not less than two to act on its behalf;

(7) determine the maximum number of
shares, share certificates, and share draft ac-
counts, and the classes of shares, share certifi-
cates, and share draft accounts;

(8) subject to any limitations of this sub-
chapter, determine the interest rates on loans,
the security, and the maximum amount which
may be loaned and provided in lines of credit;

(9) authorize interest refunds to members of
record at the close of business on the last day
of any dividend period from income earned and
received in proportion to the interest paid by
them during that dividend period;

(10) if the bylaws so provide, appoint one or
more loan officers and delegate to these offi-
cers the power to approve or disapprove loans,
lines of credit, or advances from lines of cred-
it;

(11) establish the par value of the share;
(12) subject to the limitations of this sub-

chapter and the bylaws of the credit union,
provide for the hiring and compensation of of-
ficers and employees;

(13) if the bylaws so provide, appoint an ex-
ecutive committee of not less than three di-
rectors to act on its behalf and any other com-
mittees to which it can delegate specific func-
tions;

(14) prescribe conditions and limitations for
any committee which it appoints;

(15) review at each monthly meeting a list of
approved or pending applications for member-
ship received since the previous monthly
meeting together with such other related in-
formation as it or the bylaws require;

(16) provide for the furnishing of the written
reasons for any denial of a membership appli-
cation to the applicant upon the written re-
quest of the applicant;

(17) in the absence of a credit committee,
and upon the written request of a member, re-
view a loan application denied by a loan offi-
cer;

(18) declare the dividend rate to be paid on
shares, share certificates, and share draft ac-
counts pursuant to the terms and conditions
of section 1763 of this title;

(19) establish and maintain a system of in-
ternal controls consistent with the regulations
of the Board;
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(20) establish lending policies; and
(21) do all other things that are necessary

and proper to carry out all the purposes and
powers of the Federal credit union, subject to
regulations issued by the Board.

(June 26, 1934, ch. 750, title I, § 113, formerly § 14,
as added Pub. L. 86–354, § 1, Sept. 22, 1959, 73 Stat.
632; amended Pub. L. 88–353, § 3, July 2, 1964, 78
Stat. 269; Pub. L. 90–375, § 1(4), July 5, 1968, 82
Stat. 284; Pub. L. 91–206, § 2(1), Mar. 10, 1970, 84
Stat. 49; renumbered title I, § 113, Pub. L. 91–468,
§ 1(2), Oct. 19, 1970, 84 Stat. 994; amended Pub. L.
93–383, title VII, § 723, Aug. 22, 1974, 88 Stat. 719;
Pub. L. 95–22, title III, § 309, Apr. 19, 1977, 91 Stat.
53; Pub. L. 95–630, title V, § 502(b), Nov. 10, 1978,
92 Stat. 3681; Pub. L. 97–320, title V, § 522, Oct. 15,
1982, 96 Stat. 1532; Pub. L. 97–457, § 28, Jan. 12,
1983, 96 Stat. 2510; Pub. L. 100–86, title VII,
§§ 704(b), 705, Aug. 10, 1987, 101 Stat. 652.)

PRIOR PROVISIONS

Provisions similar to those comprising this section
were contained in section 11(c) of act June 26, 1934, ch.
750, 48 Stat. 1219 (formerly classified to section 1761(c)
of this title), prior to the amendment and renumbering
of act June 26, 1934, by Pub. L. 86–354.

AMENDMENTS

1987—Par. (1). Pub. L. 100–86, § 705, substituted ‘‘of the
credit union’’ for ‘‘of the board of directors’’.

Par. (2). Pub. L. 100–86, § 704(b), amended par. (2) gen-
erally. Prior to amendment, par. (2) read as follows:
‘‘require any officer or employee having custody of or
handling funds to give bond with good and sufficient
surety in an amount and character in compliance with
regulations of the Board, and authorize the payment of
the premium or premiums therefor from the funds of
the Federal credit union;’’.

1983—Pub. L. 97–457, § 28(1), substituted ‘‘direction’’
for ‘‘directions’’ after ‘‘shall have the general’’.

Par. (2). Pub. L. 97–457, § 28(2), substituted ‘‘union’’ for
‘‘unions’’ after ‘‘Federal credit’’.

Par. (9). Pub. L. 97–457, § 28(3), inserted ‘‘by’’ after ‘‘in-
terest paid’’.

Par. (15). Pub. L. 97–457, § 28(4), substituted ‘‘meeting’’
for ‘‘meetings’’ after ‘‘previous monthly’’.

1982—Pub. L. 97–320, § 522, substituted provisions re-
lating to the board of directors, its meetings, powers,
and duties, membership officers and membership appli-
cations, for provisions which read as follows: ‘‘The
board of directors shall meet at least once a month and
shall have the general direction and control of the af-
fairs of the corporation. Minutes of all such meetings
shall be kept. Among other things they shall act upon
applications for membership; require any officer or em-
ployee having custody of or handling funds to give bond
with good and sufficient surety in an amount and char-
acter to be determined by the board of directors in
compliance with regulations prescribed from time to
time by the Board, and authorize the payment of the
premium or premiums therefor from the funds of the
Federal credit union; fill vacancies in the board and in
the credit committee until successors elected at the
next annual meeting have qualified; have charge of in-
vestments other than loans to members, except that
the board may designate a committee of not less than
two to act as an investment committee, such invest-
ment committee to have charge of making investments
under rules and procedures established by the board of
directors; determine from time to time the maximum
number of shares and share certificates and the classes
of shares and share certificates that may be held; sub-
ject to the limitations of this chapter, determine the
interest rates on loans, the security, and the maximum
amount which may be loaned or provided in lines of
credit; subject to such regulations as may be issued by

the Board, authorized an interest refund to members of
record at the close of business on the last day of any
dividend period in proportion to the interest paid by
them during that dividend period; and provide for com-
pensation of necessary clerical and auditing assistance
requested by the supervisory committee, and of loan of-
ficers appointed by the credit committee. The board
may appoint an executive committee of not less than
three directors to exercise such authority as may be
delegated to it subject to such conditions and limita-
tions as may be prescribed by the board. Such execu-
tive committee or one or more membership officers ap-
pointed by the board from among the members of the
credit union, other than the treasurer, an assistant
treasurer, or a loan officer, may be authorized by the
board to approve applications for membership under
such conditions as the board may prescribe; except that
such committee or membership officer so authorized
shall submit to the board at each monthly meeting a
list of approved or pending applications for membership
received since the previous monthly meeting, together
with such other related information as the bylaws or
the board may require. If a membership application is
denied, the reasons therefor shall be furnished in writ-
ing to the person whose application is denied, upon
written request.’’

1978—Pub. L. 95–630 substituted ‘‘Board’’ for ‘‘Admin-
istrator’’ in two places.

1977—Pub. L. 95–22 substituted ‘‘and share certificates
and the classes of shares and share certificates that
may be held’’ for ‘‘that may be held by an individual’’
and ‘‘, the security, and the maximum amount which
may be loaned or provided in lines of credit’’ for ‘‘and
the maximum amount which may be loaned with or
without security to any member’’.

1974—Pub. L. 93–383 inserted provisions authorizing
designation of a committee of not less than two to act
as an investment committee and provisions relating to
denial of a membership application, substituted ‘‘one
or more membership officers’’ for ‘‘a membership offi-
cer’’, and substituted provisions relating to exercise of
authority by the executive committee for provisions
setting forth specified functions of the executive com-
mittee.

1970—Pub. L. 91–206 substituted ‘‘Administrator’’ for
‘‘Director’’ in two places.

1968—Pub. L. 90–375 substituted ‘‘the purchase and
sale of securities, the borrowing of funds, and the mak-
ing of loans to other credit unions’’ for ‘‘the purchase
and sale of securities or the making of loans to other
credit unions, or both’’.

1964—Pub. L. 88–353 substituted ‘‘the last day of any
dividend period in proportion to the interest paid by
them during that dividend period’’ for ‘‘December 31 in
proportion to the interest paid by them during that
year’’.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1761a of this
title.

§ 1761c. Credit committee

(a) Members; meetings; lines of credit and ap-
proval of loans; delegation to loan officers

If the bylaws provide for a credit committee,
then pursuant to the provisions of the bylaws,
the board of directors may appoint or the mem-
bers may elect a credit committee which shall
consist of an odd number of members of the
credit union, but which shall not include more
than one loan officer. The method used shall be
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set forth in the bylaws. The credit committee
shall hold such meetings as the business of the
Federal credit union may require, not less fre-
quently than once a month, to consider applica-
tions for loans or lines of credit. Reasonable no-
tice of such meetings shall be given to all mem-
bers of the committee. Except for those loans or
lines of credit required to be approved by the
board of directors in section 1757(5) of this title,
approval of an application shall be by majority
of the committee who are present at the meet-
ing at which it is considered provided that a ma-
jority of the full committee is present. The cred-
it committee may appoint and delegate to loan
officers the authority to approve applications.

(b) Review and reversal of loan refusals; review
by board in lieu of committee; limitation on
disbursements by loan officers

If the bylaws provide for a credit committee,
all applications not approved by the loan officer
shall be reviewed by the credit committee, and
the approval of a majority of the members who
are present at the meeting when such review is
undertaken shall be required to reverse the loan
officer’s decision provided a majority of the full
committee is present. If there is not a credit
committee, a member shall have the right upon
written request of review by the board of direc-
tors of a loan application which has been denied.
No individual shall have authority to disburse
funds of the Federal credit union with respect to
any loan or line of credit for which the applica-
tion has been approved by him in his capacity as
a loan officer.

(June 26, 1934, ch. 750, title I, § 114, formerly § 15,
as added Pub. L. 86–354, § 1, Sept. 22, 1959, 73 Stat.
633; amended Pub. L. 88–353, § 4, July 2, 1964, 78
Stat. 269; Pub. L. 90–188, § 1, Dec. 13, 1967, 81 Stat.
567; Pub. L. 90–375, § 1(5), July 5, 1968, 82 Stat. 284;
Pub. L. 91–206, § 2(1), Mar. 10, 1970, 84 Stat. 49; re-
numbered title I, § 114, Pub. L. 91–468, § 1(2), Oct.
19, 1970, 84 Stat. 994; amended Pub. L. 95–22, title
III, § 304, Apr. 19, 1977, 91 Stat. 51; Pub. L. 95–630,
title V, § 502(b), Nov. 10, 1978, 92 Stat. 3681; Pub.
L. 97–320, title V, § 523, Oct. 15, 1982, 96 Stat.
1533.)

PRIOR PROVISIONS

Provisions similar to those comprising this section
were contained in section 11(d) of act June 26, 1934, ch.
750, 48 Stat. 1219 (formerly classified to section 1761(d)
of this title), prior to the amendment and renumbering
of act June 26, 1934 by Pub. L. 86–354.

AMENDMENTS

1982—Pub. L. 97–320 designated existing provisions as
subsecs. (a) and (b), in subsec. (a) as so designated, in-
serted provisions relating to the membership of the
committee and provisions requiring the majority of the
full committee to be present for votes on lines of cred-
it, struck out provision requiring each loan officer to
report his action on an application in seven days of its
filing, in subsec. (b) as so designated, inserted provi-
sions relating to the number of members needed to re-
verse a loan officer’s decision and provision for the case
where there is no credit committee, and thereafter
struck out provisions that not more than one member
of the committee might be appointed as a loan officer,
that applications for loans and lines of credit be made
on forms prepared by such committee which set forth
the security, if any, and such other data as required,
that no loan may be made to any member if, upon the

making of that loan, the member would have been in-
debted to the Federal credit union upon loans made to
him in an aggregate amount which would exceed 10 per
centum of the credit union’s unimpaired capital and
surplus, and that for the purposes of this section an as-
signment of shares or the endorsement of a note would
be deemed security and, subject to such regulations as
the Board prescribed, insurance obtained under title I
of the National Housing Act [12 U.S.C. 1702 et seq.]
would be deemed adequate security.

1978—Pub. L. 95–630 substituted ‘‘Board’’ for ‘‘Admin-
istrator’’.

1977—Pub. L. 95–22 substituted ‘‘loans and lines of
credit’’ for ‘‘loans’’ in three places, ‘‘Except for those
loans or lines of credit required to be approved by the
board of directors in section 1757(5) of this title, ap-
proval of an application shall be’’ for ‘‘No loan shall be
made unless it is approved’’, ‘‘application approved’’ for
‘‘loan approved’’, ‘‘applications not approved’’ for
‘‘loans not approved’’, and ‘‘with respect to any loan or
line of credit for which the application’’ for ‘‘for any
loan which’’ and struck out ‘‘the purpose for which the
loan is desired’’ after ‘‘which shall set forth’’, ‘‘$200 or’’
after ‘‘amount which would exceed’’, ‘‘whichever is
greater’’ after ‘‘capital and surplus’’, and provision re-
lating to requirement that no unsecured loan be made
to a member which would make the member indebted
to the Federal credit union in excess of a specified
amount.

1970—Pub. L. 91–206 substituted ‘‘Administrator’’ for
‘‘Director’’.

1968—Pub. L. 90–375 substituted provisions which in-
creased the unsecured loan limit, in the case of a credit
union whose unimpaired capital and surplus is less
than $8,000 to $200, and, in the case of any other credit
union to $2,500 or 21⁄2% of the unimpaired capital and
surplus, whichever is less, for provisions which author-
ized credit unions to make unsecured loans of $750 or
10% of their unimpaired capital and surplus, whichever
is smaller.

1967—Pub. L. 90–188 struck out ‘‘up to the unsecured
limit, or in excess of such limit if such excess is fully
secured by unpledged shares’’ from end of provision
that credit committees may appoint one or more loan
officers, and delegate to him or them the power to ap-
prove loans.

1964—Pub. L. 88–353 inserted ‘‘and, subject to such
regulations as the Director may prescribe, insurance
obtained under title I of the National Housing Act shall
be deemed adequate security’’.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630 set out as a note
under section 1752 of this title.

§ 1761d. Supervisory committee; powers and du-
ties; suspension of members; passbook

The supervisory committee shall make or
cause to be made an annual audit and shall sub-
mit a report of that audit to the board of direc-
tors and a summary of the report to the mem-
bers at the next annual meeting of the credit
union; shall make or cause to be made such sup-
plementary audits as it deems necessary or as
may be ordered by the Board, and submit re-
ports of the supplementary audits to the board
of directors; may by a unanimous vote suspend
any officer of the credit union or any member of
the credit committee or of the board of direc-
tors, until the next members’ meeting, which
shall be held not less than seven or more than
fourteen days after any such suspension, at
which meeting any such suspension shall be
acted upon by the members; and may call by a
majority vote a special meeting of the members
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to consider any violations of this chapter, the
charter, or the bylaws, or any practice of the
credit union deemed by the supervisory commit-
tee to be unsafe or unauthorized. Any member of
the supervisory committee may be suspended by
a majority vote of the board of directors. The
members shall decide, at a meeting held not less
than seven nor more than fourteen days after
any such suspension, whether the suspended
committee member shall be removed from or re-
stored to the supervisory committee. The super-
visory committee shall cause the passbooks and
accounts of the members to be verified with the
records of the treasurer from time to time, and
not less frequently than once every two years.
As used in this section, the term ‘‘passbook’’
shall include any book, statement of account, or
other record approved by the Board for use by
Federal credit unions.

(June 26, 1934, ch. 750, title I, § 115, formerly § 16,
as added Pub. L. 86–354, § 1, Sept. 22, 1959, 73 Stat.
633; amended Pub. L. 90–375, § 1(6), (7), July 5,
1968, 82 Stat. 284, 285; Pub. L. 91–206, § 2(1), Mar.
10, 1970, 84 Stat. 49; renumbered title I, § 115,
Pub. L. 91–468, § 1(2), Oct. 19, 1970, 84 Stat. 994;
amended Pub. L. 93–383, title VII, § 724, Aug. 22,
1974, 88 Stat. 719; Pub. L. 95–630, title V, § 502(b),
Nov. 10, 1978, 92 Stat. 3681.)

PRIOR PROVISIONS

Provisions similar to those comprising this section
were contained in section 11(e) of act June 26, 1934, ch.
750, 48 Stat. 1219 (formerly classified to section 1761(e)
of this title), prior to the amendment and renumbering
of act June 26, 1934 by Pub. L. 86–354.

AMENDMENTS

1978—Pub. L. 95–630 substituted ‘‘Board’’ for ‘‘Admin-
istrator’’.

1974—Pub. L. 93–383 substituted ‘‘an annual’’ for ‘‘a
semiannual’’.

1970—Pub. L. 91–206 substituted ‘‘Administrator’’ for
‘‘Director’’ in two places.

1968—Pub. L. 90–375 substituted provisions which re-
quired a semiannual audit for provisions which re-
quired a quarterly examination of the affairs of a Fed-
eral credit union, including an audit of the books, au-
thorized the making of such supplementary audits as
deemed necessary by the supervisory committee or as
ordered by the Director, eliminated the requirement of
an annual audit, and provided that the suspension of
any member of the supervisory committee be pursuant
to a majority vote of the board of directors.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

§ 1762. Repealed. Pub. L. 105�219, title III,
§ 301(g)(3), Aug. 7, 1998, 112 Stat. 931

Section, acts June 26, 1934, ch. 750, title I, § 116, for-
merly § 12, 48 Stat. 1221; Oct. 25, 1949, ch. 713, § 3, 63 Stat.
890; renumbered § 17 and amended Pub. L. 86–354, § 1,
Sept. 22, 1959, 73 Stat. 634; Pub. L. 91–206, § 2(1), Mar. 10,
1970, 84 Stat. 49; renumbered title I, § 116, and amended
Pub. L. 91–468, §§ 1(2), 9, Oct. 19, 1970, 84 Stat. 994, 1017;
Pub. L. 95–22, title III, § 305, Apr. 19, 1977, 91 Stat. 52;
Pub. L. 95–630, title V, § 502(b), Nov. 10, 1978, 92 Stat.
3681, related to requirement of reserves against losses
and authorization of Board to decrease reserve require-
ment or to require special reserves. See section 1790d(e)
of this title.

§ 1763. Dividends

At such intervals as the board of directors
may authorize, and after provision for required
reserves, the board of directors may declare a
dividend to be paid at different rates on dif-
ferent types of shares, at different rates and ma-
turity dates in the case of share certificates, and
at different rates on different types of share
draft accounts. Dividends credited may be ac-
crued on various types of shares, share certifi-
cates, and share draft accounts as authorized by
the board of directors. If the par value of a share
exceeds $5, dividends shall be paid on all funds in
the regular share account once a full share has
been purchased.

(June 26, 1934, ch. 750, title I, § 117, formerly § 13,
48 Stat. 1221; renumbered § 18 and amended Pub.
L. 86–354, § 1, Sept. 22, 1959, 73 Stat. 634; Pub. L.
90–188, § 2, Dec. 13, 1967, 81 Stat. 567; renumbered
title I, § 117, Pub. L. 91–468, § 1(2), Oct. 19, 1970, 84
Stat. 994; amended Pub. L. 93–383, title VII, § 725,
Aug. 22, 1974, 88 Stat. 720; Pub. L. 95–22, title III,
§ 310, Apr. 19, 1977, 91 Stat. 53; Pub. L. 95–630,
title V, § 502(b), Nov. 10, 1978, 92 Stat. 3681; Pub.
L. 96–221, title II, § 207(b)(10), title III, § 305(c),
Mar. 31, 1980, 94 Stat. 144, 147; Pub. L. 97–320,
title V, § 524, Oct. 15, 1982, 96 Stat. 1534.)

AMENDMENTS

1982—Pub. L. 97–320 substituted ‘‘the board of direc-
tors may declare’’ for ‘‘the board may declare’’ and
‘‘Dividends credited’’ for ‘‘Dividend credit’’, and in-
serted provision that if the par value of a share exceeds
$5, dividends shall be paid on all funds in the regular
share account once a full share has been published.

1980—Pub. L. 96–221, § 207(b)(10), struck out
‘‘, pursuant to such regulations as may be issued by the
Board,’’ after ‘‘declare’’.

Pub. L. 96–221, § 305(c), inserted provisions relating to
share draft accounts.

1978—Pub. L. 95–630 substituted ‘‘Board’’ for ‘‘Admin-
istrator’’.

1977—Pub. L. 95–22 substituted ‘‘the board may de-
clare, pursuant to such regulations as may be issued by
the Administrator, a dividend to be paid at different
rates on different types of shares and at different rates
and maturity dates in the case of share certificates’’
for ‘‘the board of directors may declare a dividend to be
paid from the remaining net earnings’’ and ‘‘accrued on
various types of shares and share certificates’’ for ‘‘ac-
crued on shares’’ and struck out provision that such
dividends shall be paid on all paid-up shares outstand-
ing at the end of the period for which the dividend is
declared and provision that shares which become fully
paid up during such dividend period and are outstand-
ing at the close of the period shall be entitled to a pro-
portional part of such dividend.

1974—Pub. L. 93–383 substituted ‘‘At such intervals as
the board of directors may authorize’’ for ‘‘Annually,
semiannually, or quarterly, as the bylaws may pro-
vide’’, and ‘‘Dividend credit may be accrued on shares
as authorized by the board of directors’’ for ‘‘Dividend
credit for a month may be accrued on shares which are
or become fully paid up during the first ten days of
that month’’.

1967—Pub. L. 90–188 inserted ‘‘or quarterly’’ after
‘‘semiannually’’ and substituted ‘‘ten’’ for ‘‘five’’.

1959—Pub. L. 86–354 authorized semiannual dividends,
empowered the board of directors to declare them in-
stead of only recommend them, and provided for divi-
dend credit.

EFFECTIVE DATE OF 1980 AMENDMENT

Section 207(b) of Pub. L. 96–221 provided in part that
the amendment made by that section is effective 6
years after Mar. 31, 1980.
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Amendment by section 305(c) of Pub. L. 96–221 effec-
tive at close of Mar. 31, 1980, see section 306 of Pub. L.
96–221, set out as a note under section 371a of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1761b, 3502 of
this title.

§ 1764. Expulsion and withdrawal

(a) Expulsion by two-thirds vote
Except as provided in subsection (b) of this

section, a member may be expelled by a two-
thirds vote of the members of a Federal credit
union present at a special meeting called for the
purpose, but only after opportunity has been
given him to be heard.
(b) Expulsion based on nonparticipation

The board of directors of a Federal credit
union may, by majority vote of a quorum of di-
rectors, adopt and enforce a policy with respect
to expulsion from membership based on nonpar-
ticipation by a member in the affairs of the
credit union. In establishing its policy, the
board should consider a member’s failure to vote
in annual credit union elections or failure to
purchase shares from, obtain a loan from, or
lend to the Federal credit union. If such a policy
is adopted, written notice of the policy as adopt-
ed and the effective date of such policy shall be
mailed to each member of the credit union at
the member’s current address appearing on the
records of the credit union not less than thirty
days prior to the effective date of such policy. In
addition, each new member shall be provided
written notice of any such policy prior to or
upon applying for membership.
(c) Liability to credit union

Withdrawal or expulsion of a member pursu-
ant to either subsection (a) or (b) of this section
shall not operate to relieve him from liability to
the Federal credit union. The amount to be paid
a withdrawing or expelled member by a Federal
credit union shall be determined and paid in a
manner specified in the bylaws.

(June 26, 1934, ch. 750, title I, § 118, formerly § 14,
48 Stat. 1221; renumbered § 19, Pub. L. 86–354, § 1,
Sept. 22, 1959, 73 Stat. 634; renumbered title I,
§ 118, Pub. L. 91–468, § 1(2), Oct. 19, 1970, 84 Stat.
994; amended Pub. L. 97–320, title V, § 525, Oct. 15,
1982, 96 Stat. 1534; Pub. L. 100–86, title VII, § 706,
Aug. 10, 1987, 101 Stat. 653.)

AMENDMENTS

1987—Subsec. (a). Pub. L. 100–86, § 706(1), substituted
‘‘Except as provided in’’ for ‘‘Subject to’’.

Subsec. (b). Pub. L. 100–86, § 706(2), inserted ‘‘and en-
force’’ after ‘‘adopt’’.

1982—Pub. L. 97–320 designated existing provisions as
subsecs. (a) and (c) and added subsec. (b).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1759 of this title.

§ 1765. Minors

Shares may be issued in the name of a minor
or in trust, subject to such conditions as may be

prescribed by the bylaws. When shares are issued
in trust, the name of the beneficiary shall be
disclosed to the Federal credit union.

(June 26, 1934, ch. 750, title I, § 119, formerly § 15,
48 Stat. 1221; renumbered § 20, and amended Pub.
L. 86–354, § 1, Sept. 22, 1959, 73 Stat. 634; renum-
bered title I, § 119, Pub. L. 91–468, § 1(2), Oct. 19,
1970, 84 Stat. 994.)

AMENDMENTS

1959—Pub. L. 86–354 substituted ‘‘When shares are is-
sued in trust, the’’ for ‘‘The’’ in second sentence.

§ 1766. Powers of Board

(a) The Board may prescribe rules and regula-
tions for the administration of this chapter (in-
cluding, but not by way of limitation, the merg-
er, consolidation, and dissolution of corpora-
tions organized under this chapter). Any central
credit union chartered by the Board shall be
subject to such rules, regulations, and orders as
the Board deems appropriate and, except as
otherwise specifically provided in such rules,
regulations, or orders, shall be vested with or
subject to the same rights, privileges, duties, re-
strictions, penalties, liabilities, conditions, and
limitations that would apply to all Federal cred-
it unions under this chapter.

(b)(1) The Board may suspend or revoke the
charter of any Federal credit union, or place the
same in involuntary liquidation and appoint a
liquidating agent therefor, upon its finding that
the organization is bankrupt or insolvent, or has
violated any of the provisions of its charter, its
bylaws, this chapter, or any regulations issued
thereunder.

(2) The Board, through such persons as it shall
designate, may examine any Federal credit
union in voluntary liquidation and, upon its
finding that such voluntary liquidation is not
being conducted in an orderly or efficient man-
ner or in the best interests of its members, may
terminate such voluntary liquidation and place
such organization in involuntary liquidation
and appoint a liquidating agent therefor.

(3) Such liquidating agent shall have power
and authority, subject to the control and super-
vision of the Board and under such rules and
regulations as the Board may prescribe, (A) to
receive and take possession of the books, rec-
ords, assets, and property of every description of
the Federal credit union in liquidation, to sell,
enforce collection of, and liquidate all such as-
sets and property, to compound all bad or doubt-
ful debts, and to sue in his own name or in the
name of the Federal credit union in liquidation,
and defend such actions as may be brought
against him as liquidating agent or against the
Federal credit union; (B) to receive, examine,
and pass upon all claims against the Federal
credit union in liquidation, including claims of
members on member accounts; (C) to make dis-
tribution and payment to creditors and mem-
bers as their interests may appear; and (D) to
execute such documents and papers and to do
such other acts and things which he may deem
necessary or desirable to discharge his duties
hereunder.

(4) Subject to the control and supervision of
the Board and under such rules and regulations
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as the Board may prescribe, the liquidating
agent of a Federal credit union in involuntary
liquidation shall (A) cause notice to be given to
creditors and members to present their claims
and make legal proof thereof, which notice shall
be published once a week in each of three suc-
cessive weeks in a newspaper of general circula-
tion in each county in which the Federal credit
union in liquidation maintained an office or
branch for the transaction of business on the
date it ceased unrestricted operations; except
that whenever the aggregate book value of the
assets and property of a Federal credit union in
involuntary liquidation is less than $1,000, un-
less the Board shall find that its books and
records do not contain a true and accurate
record of its liabilities he shall declare such
Federal credit union in liquidation to be a ‘‘no
publication’’ liquidation, and publication of no-
tice to creditors and members shall not be re-
quired in such case; (B) from time to time make
a ratable dividend on all such claims as may
have been proved to his satisfaction or adju-
dicated in a court of competent jurisdiction and,
after the assets of such organization have been
liquidated, make further dividends on all claims
previously proved or adjudicated, and he may
accept in lieu of a formal proof of claim on be-
half of any creditor or member the statement of
any amount due to such creditor or member as
shown on the books and records of the credit
union; but all claims not filed before payment of
the final dividend shall be barred and claims re-
jected or disallowed by the liquidating agent
shall be likewise barred unless suit be instituted
thereon within three months after notice of re-
jection or disallowance; and (C) in a ‘‘no publica-
tion’’ liquidation, determine from all sources
available to him, and within the limits of avail-
able funds of the Federal credit union, the
amounts due to creditors and members, and
after sixty days shall have elapsed from the date
of his appointment distribute the funds of the
Federal credit union to creditors and members
ratably and as their interests may appear.

(5) Upon certification by the liquidating agent
in the case of an involuntary liquidation, and
upon such proof as shall be satisfactory to the
Board in the case of a voluntary liquidation,
that distribution has been made and that liq-
uidation has been completed, as provided herein,
the Board shall cancel the charter of such Fed-
eral credit union; but the corporate existence of
the Federal credit union shall continue for a pe-
riod of three years from the date of such can-
cellation of its charter, during which period the
liquidating agent, or his duly appointed succes-
sor, or such persons as the Board shall des-
ignate, may act on behalf of the Federal credit
union for the purpose of paying, satisfying, and
discharging any existing liabilities or obliga-
tions, collecting and distributing its assets, and
doing all other acts required to adjust and wind
up its business and affairs, and it may sue and
be sued in its corporate name.

(c) After the expiration of five years from the
date of cancellation of the charter of a Federal
credit union the Board may, in its discretion,
destroy any or all books and records of such
Federal credit union in its possession or under
its control.

(d) The Board is authorized and empowered to
execute any and all functions and perform any
and all duties vested in it hereby, through such
persons as it shall designate or employ; and it
may delegate to any person or persons, includ-
ing any institution operating under the general
supervision of the Administration, the perform-
ance and discharge of any authority, power, or
function vested in it by this chapter.

(e) All books and records of Federal credit
unions shall be kept and reports shall be made
in accordance with forms approved by the
Board.

(f)(1) The Board is authorized to make inves-
tigations and to conduct researches and studies
of the problems of persons of small means in ob-
taining credit at reasonable rates of interest,
and of the methods and benefits of cooperative
saving and lending among such persons. It is fur-
ther authorized to make reports of such inves-
tigations and to publish and disseminate the
same.

(2)(A) The Board is authorized to conduct di-
rectly, or to make grants to or contracts with
colleges or universities, State or local edu-
cational agencies, or other appropriate public or
private nonprofit organizations to conduct, pro-
grams for the training of persons engaged, or
preparing to engage, in the operation of credit
unions and in related consumer counseling pro-
grams, serving the poor. It is authorized to es-
tablish a program of experimental, develop-
mental, demonstration, and pilot projects, ei-
ther directly or by grants to public or private
nonprofit organizations, including credit unions,
or by contracts with such organizations or other
private organizations, designed to promote more
effective operation of credit unions, and related
consumer counseling programs, serving the
poor.

(B) In carrying out its authority under this
paragraph, the Board shall consult with officials
of the Office of Economic Opportunity and other
appropriate Federal agencies responsible for the
administration of projects or programs con-
cerned with problems of the poor. The develop-
ment and operation of programs and projects
under this paragraph shall involve maximum
feasible participation of residents of the areas
and members of the groups served by such pro-
grams and projects, with community action
agencies established under the provisions of the
Economic Opportunity Act of 1964 [42 U.S.C. 2701
et seq.] serving, to the extent feasible, as the
means through which such participation is
achieved.

(C) In order to carry out the purposes of this
paragraph, there is authorized to be appro-
priated, as a supplement to any funds that may
be expended by the Board pursuant to sections
1755 and 1756 of this title for such purposes, not
to exceed $300,000 for the fiscal year ending June
30, 1970, and not to exceed $1,000,000 for the fiscal
year ending June 30, 1971.

(g) Any officer or employee of the Administra-
tion is authorized, when designated for the pur-
pose by the Board, to administer oaths and affir-
mations and to take affidavits and depositions
touching upon any matter within the jurisdic-
tion of the Administration.

(h) The Board is authorized, empowered, and
directed to require that every person appointed
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or elected by any Federal credit union to any
position requiring the receipt, payment, or cus-
tody of money or other personal property owned
by a Federal credit union, or in its custody or
control as collateral or otherwise, give bond in
a corporate surety company holding a certifi-
cate of authority from the Secretary of the
Treasury under sections 9304–9308 of title 31, as
an acceptable surety on Federal bonds. Any such
bond or bonds shall be in a form approved by the
Board with a view to providing surety coverage
to the Federal credit union with reference to
loss by reason of acts of fraud or dishonesty in-
cluding forgery, theft, embezzlement, wrongful
abstraction, or misapplication on the part of the
person, directly or through connivance with oth-
ers, and such other surety coverages as the
Board may determine to be reasonably appro-
priate or as elsewhere required by this chapter.
Any such bond or bonds shall be in such an
amount in relation to the money or other per-
sonal property involved or in relation to the as-
sets of the Federal credit union as the Board
may from time to time prescribe by regulation
for the purpose of requiring reasonable coverage.
In lieu of individual bonds the Board may ap-
prove the use of a form of schedule or blanket
bond which covers all of the officers and employ-
ees of a Federal credit union whose duties in-
clude the receipt, payment, or custody of money
or other personal property for or on behalf of the
Federal credit union. The Board may also ap-
prove the use of a form of excess coverage bond
whereby a Federal credit union may obtain an
amount of coverage in excess of the basic surety
coverage.

(i) In addition to the authority conferred upon
it by other sections of this chapter, the Board is
authorized in carrying out its functions under
this chapter—

(1) to appoint such personnel as may be nec-
essary to enable the Administration to carry
out its functions;

(2) to expend such funds, enter into such con-
tracts with public and private organizations
and persons, make such payments in advance
or by way of reimbursement, acquire and dis-
pose of, by lease or purchase, real or personal
property, without regard to the provisions of
any other law applicable to executive or inde-
pendent agencies of the United States, and
perform such other functions or acts as it may
deem necessary or appropriate to carry out
the provisions of this chapter, in accordance
with the rules and regulations or policies es-
tablished by the Board not inconsistent with
this chapter; and

(3) to pay stipends, including allowances for
travel to and from the place of residence, to
any individual to study in a program assisted
under this chapter upon a determination by
the Board that assistance to such individual in
such studies will be in furtherance of the pur-
poses of this chapter.

(j) STAFF.—
(1) APPOINTMENT AND COMPENSATION.—The

Board shall fix the compensation and number
of, and appoint and direct, employees of the
Board. Rates of basic pay for employees of the
Board may be set and adjusted by the Board
without regard to the provisions of chapter 51
or subchapter III of chapter 53 of title 5.

(2) ADDITIONAL COMPENSATION AND BENE-
FITS.—The Board may provide additional com-
pensation and benefits to employees of the
Board if the same type of compensation or
benefits are then being provided by any other
Federal bank regulatory agency or, if not then
being provided, could be provided by such an
agency under applicable provisions of law,
rule, or regulation. In setting and adjusting
the total amount of compensation and benefits
for employees of the Board, the Board shall
seek to maintain comparability with other
Federal bank regulatory agencies.

(3) FUNDING.—The salaries and expenses of
the Board and employees of the Board shall be
paid from fees and assessments (including in-
come earned on insurance deposits) levied on
insured credit unions under this chapter.

(June 26, 1934, ch. 750, title I, § 120, formerly § 16,
48 Stat. 1221; Dec. 6, 1937, ch. 3, § 3, 51 Stat. 4;
July 31, 1946, ch. 711, § 8, 60 Stat. 745; 1947 Reorg.
Plan No. 1, § 401, eff. July 1, 1947, 12 F.R. 4534, 61
Stat. 952; June 29, 1948, ch. 711, §§ 1, 2, 62 Stat.
1091; June 30, 1954, ch. 426, § 2, 68 Stat. 336; Aug.
24, 1954, ch. 905, § 3, 68 Stat. 792; renumbered § 21
and amended Pub. L. 86–354, § 1, Sept. 22, 1959, 73
Stat. 635; Pub. L. 90–375, § 2(a), July 5, 1968, 82
Stat. 285; Pub. L. 91–206, §§ 2(1), (3), 4, Mar. 10,
1970, 84 Stat. 49, 50; renumbered title I, § 120,
Pub. L. 91–468, § 1(2), Oct. 19, 1970, 84 Stat. 994;
amended Pub. L. 95–22, title III, § 306, Apr. 19,
1977, 91 Stat. 52; Pub. L. 95–630, title V, § 502(b),
Nov. 10, 1978, 92 Stat. 3681; Pub. L. 97–320, title V,
§ 526, Oct. 15, 1982, 96 Stat. 1535; Pub. L. 100–86,
title VII, § 707, Aug. 10, 1987, 101 Stat. 653; Pub. L.
101–73, title XII, § 1203, Aug. 9, 1989, 103 Stat. 520;
Pub. L. 101–144, title III, Nov. 9, 1989, 103 Stat.
864; Pub. L. 103–325, title I, § 120(a), Sept. 23, 1994,
108 Stat. 2188.)

REFERENCES IN TEXT

The Economic Opportunity Act of 1964, referred to in
subsec. (f)(2)(B), is Pub. L. 88–452, Aug. 20, 1964, 78 Stat.
508, as amended, which was classified generally to chap-
ter 34 (§ 2701 et seq.) of Title 42, The Public Health and
Welfare, prior to repeal, except for titles VIII and X, by
Pub. L. 97–35, title VI, § 683(a), Aug. 13, 1981, 95 Stat. 519.
Titles VIII and X of the Act are classified generally to
subchapters VIII (§ 2991 et seq.) and X (§ 2996 et seq.) of
chapter 34 of Title 42. For complete classification of
this Act to the Code, see Tables.

CODIFICATION

In subsec. (h), ‘‘sections 9304–9308 of title 31’’ sub-
stituted for ‘‘the Act approved July 30, 1947 (6 U.S.C.,
secs. 6–13)’’ on authority of Pub. L. 97–258, § 4(b), Sept.
13, 1982, 96 Stat. 1067, the first section of which enacted
Title 31, Money and Finance.

AMENDMENTS

1994—Subsec. (k). Pub. L. 103–325 struck out subsec.
(k) which read as follows: ‘‘Notwithstanding any other
provision of law, the Board may exercise the authority
granted it by the Community Development Credit
Union Revolving Loan Fund Transfer Act (Public Law
99–609, sec. 1, Nov. 6, 1986, 100 Stat. 3475) subject only to
the rules and regulations prescribed by the Board.’’

1989—Subsec. (j). Pub. L. 101–73 added subsec. (j).
Subsec. (k). Pub. L. 101–144 added subsec. (k).
1987—Subsec. (i)(2). Pub. L. 100–86 inserted ‘‘acquire

and dispose of, by lease or purchase, real or personal
property, without regard to the provisions of any other
law applicable to executive or independent agencies of
the United States,’’ after ‘‘reimbursement,’’ and ‘‘, in
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accordance with the rules and regulations or policies
established by the Board not inconsistent with this
chapter’’ after ‘‘this chapter’’.

1982—Subsec. (a). Pub. L. 97–320 inserted provisions
relating to the special authority of the Board over a
central credit union, and such a union’s general prerog-
atives and liabilities.

1978—Pub. L. 95–630 substituted ‘‘Board’’ for ‘‘Admin-
istrator’’ wherever appearing; and ‘‘it’’, ‘‘them’’, and
‘‘its’’ for ‘‘he’’, ‘‘him’’, and ‘‘his’’, respectively, where
appropriate.

1977—Subsec. (b)(3)(B). Pub. L. 95–22 substituted
‘‘member accounts’’ for ‘‘shares’’.

1970—Subsecs. (a) to (h). Pub. L. 91–206, § 2(1), (3), sub-
stituted ‘‘Administrator’’ for ‘‘Director’’ and ‘‘Adminis-
tration’’ for ‘‘Bureau’’ wherever appearing.

Subsec. (i). Pub. L. 91–206, § 4, added subsec. (i).
1968—Subsec. (f). Pub. L. 90–375 redesignated existing

provisions as par. (1) and added par. (2).
1959—Pub. L. 86–354 made capitalization, punctuation

and phraseological changes throughout text; redesig-
nated, in subsec. (b)(3), cls. (i) to (iv) as (A) to (D) and
corrected in cl. (A) the final ‘‘cerdit’’ to read ‘‘credit’’;
redesignated, in subsec. (b)(4), cls. (i) to (iii) as cls. (A)
to (C); and redesignated the second subsec. (b) and sub-
secs. (c) to (g) as (c) to (h), respectively.

1954—Subsec. (f). Act June 30, 1954, added subsec. (f).
Subsec. (g). Act Aug. 24, 1954, added subsec. (g).
1946—Subsec. (b). Act July 31, 1946, provided a more

adequate statutory procedure for the administration of
this chapter by expressly authorizing the liquidation of
a Federal credit union and setting up a procedure
which will achieve more orderly and complete liquida-
tion.

1937—Subsec. (e). Act Dec. 6, 1937, added subsec. (e).

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

EFFECTIVE DATE OF 1968 AMENDMENT

Section 2(b) of Pub. L. 90–375 provided that: ‘‘The
amendments made by subsection (a) [amending this
section] shall become effective July 1, 1968.’’

TRANSFER OF FUNCTIONS

Transfer of functions of Farm Credit Administration
and Governor thereof, generally, see notes set out
under section 1751 of this title.

Functions of Governor of Farm Credit Administra-
tion under this section transferred to Federal Deposit
Insurance Corporation by Reorg. Plan No. 1 of 1947.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1772a of this
title; title 5 section 5373; title 15 section 57a.

§ 1767. Fiscal agents and depositories; authoriza-
tion to secure deposits by governmental bod-
ies

(a) Each Federal credit union organized under
this chapter, when requested by the Secretary of
the Treasury, shall act as fiscal agent of the
United States and shall perform such services as
the Secretary of the Treasury may require in
connection with the collection of taxes and
other obligations due the United States and the
lending, borrowing, and repayment of money by
the United States, including the issue, sale, re-
demption, or repurchase of bonds, notes, Treas-
ury certificates of indebtedness, or other obliga-
tions of the United States; and to facilitate such
purposes the Board shall furnish to the Sec-
retary of the Treasury from time to time the

names and addresses of all Federal credit unions
with such other available information concern-
ing them as may be requested by the Secretary
of the Treasury. Any Federal credit union orga-
nized under this chapter, when designated for
that purpose by the Secretary of the Treasury,
shall be a depository of public money, except re-
ceipts from customs, under such regulations as
may be prescribed by the Secretary of the Treas-
ury.

(b) Any Federal credit union, upon the deposit
with it of any funds by the Federal Government,
an Indian tribe, or any State or local govern-
ment or political subdivision thereof as other-
wise authorized by this chapter, is authorized to
pledge any of its assets securing the payment of
the funds so deposited.

(June 26, 1934, ch. 750, title I, § 121, formerly § 17,
48 Stat. 1222; 1947, Reorg. Plan No. 1, § 401, eff.
July 1, 1947, 12 F.R. 4534, 61 Stat. 952; June 29,
1948, ch. 711, §§ 1, 2, 62 Stat. 1091; renumbered § 22,
Pub. L. 86–354, § 1, Sept. 22, 1959, 73 Stat. 637;
amended Pub. L. 91–206, § 2(1), Mar. 10, 1970, 84
Stat. 49; renumbered title I, § 121, Pub. L. 91–468,
§ 1(2), Oct. 19, 1970, 84 Stat. 994; amended Pub. L.
95–630, title V, § 502(b), Nov. 10, 1978, 92 Stat. 3681;
Pub. L. 100–86, title VII, § 716, Aug. 10, 1987, 101
Stat. 656.)

AMENDMENTS

1987—Pub. L. 100–86 designated existing provisions as
subsec. (a) and added subsec. (b).

1978—Pub. L. 95–630 substituted ‘‘Board’’ for ‘‘Admin-
istrator’’.

1970—Pub. L. 91–206 substituted ‘‘Administrator’’ for
‘‘Director’’.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

TRANSFER OF FUNCTIONS

Transfer of functions of Farm Credit Administration
and Governor thereof, generally, see notes set out
under section 1751 of this title.

Functions of Governor of Farm Credit Administra-
tion under this section transferred to Federal Deposit
Insurance Corporation by Reorg. Plan No. 1 of 1947.

§ 1768. Taxation

The Federal credit unions organized here-
under, their property, their franchises, capital,
reserves, surpluses, and other funds, and their
income shall be exempt from all taxation now or
hereafter imposed by the United States or by
any State, Territorial, or local taxing authority;
except that any real property and any tangible
personal property of such Federal credit unions
shall be subject to Federal, State, Territorial,
and local taxation to the same extent as other
similar property is taxed. Nothing herein con-
tained shall prevent holdings in any Federal
credit union organized hereunder from being in-
cluded in the valuation of the personal property
of the owners or holders thereof in assessing
taxes imposed by authority of the State or polit-
ical subdivision thereof in which the Federal
credit union is located; but the duty or burden
of collecting or enforcing the payment of such a
tax shall not be imposed upon any such Federal
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credit union and the tax shall not exceed the
rate of taxes imposed upon holdings in domestic
credit unions.

(June 26, 1934, ch. 750, title I, § 122, formerly § 18,
48 Stat. 1222; Dec. 6, 1937, ch. 3, § 4, 51 Stat. 4; re-
numbered § 23 and amended Pub. L. 86–354, § 1,
Sept. 22, 1959, 73 Stat. 637; renumbered title I,
§ 122, Pub. L. 91–468, § 1(2), Oct. 19, 1970, 84 Stat.
994.)

AMENDMENTS

1959—Pub. L. 86–354 substituted ‘‘but’’ for ‘‘Provided,
however, That’’ and inserted ‘‘a’’ before ‘‘tax’’.

1937—Act Dec. 6, 1937, inserted tax exemption provi-
sion, the real and tangible personal property proviso,
provided that responsibility of tax collection would not
be imposed upon Federal credit unions, and that tax
rate would not exceed that of domestic credit unions.

§ 1769. Separability; right to alter, amend, or re-
peal chapter

(a) If any provision of this chapter or the ap-
plication thereof to any person or circumstance,
is held invalid, the remainder of the chapter,
and the application of such provision to other
persons or circumstances, shall not be affected
thereby.

(b) The right to alter, amend, or repeal this
chapter or any part thereof, or any charter is-
sued pursuant to the provisions of this chapter,
is expressly reserved.

(June 26, 1934, ch. 750, title I, § 123, formerly § 24,
as added Pub. L. 86–354, § 1, Sept. 22, 1959, 73 Stat.
637; renumbered title I, § 123, Pub. L. 91–468,
§ 1(2), Oct. 19, 1970, 84 Stat. 994.)

PRIOR PROVISIONS

A prior section 1769, act June 26, 1934, ch. 750, § 19, 48
Stat. 1222, made available not more than $50,000 of the
funds available to the Governor, under section 1404 of
this title, for administrative expenses in administering
this chapter, prior to the amendment of act June 26,
1934, by Pub. L. 86–354.

Provisions similar to those comprising this section
were contained in section 20 of act June 26, 1934, ch. 750,
48 Stat. 1222 (formerly classified to section 1770 of this
title), prior to the amendment and renumbering of act
June 26, 1934, by Pub. L. 86–354.

§ 1770. Allotment of space in Federal buildings

Upon application by any credit union orga-
nized under State law or by any Federal credit
union organized in accordance with the terms of
this chapter, which application shall be ad-
dressed to the officer or agency of the United
States charged with the allotment of space in
the Federal buildings in the community or dis-
trict in which such credit union does business,
such officer or agency may in his or its discre-
tion allot space to such credit union without
charge for rent or services if at least 95 percent
of the membership of the credit union to be
served by the allotment of space is composed of
persons who either are presently Federal em-
ployees or were Federal employees at the time
of admission into the credit union, and members
of their families, and if space is available. For
the purpose of this section, the term ‘‘services’’
includes, but is not limited to, the providing of
lighting, heating, cooling, electricity, office fur-
niture, office machines and equipment, tele-

phone service (including installation of lines and
equipment and other expenses associated with
telephone service), and security systems (includ-
ing installation and other expenses associated
with security systems). Where there is an agree-
ment for the payment of costs associated with
the provision of space or services, nothing in
title 31 or any other provision of law, shall be
construed to prohibit or restrict payment by re-
imbursement to the miscellaneous receipts or
other appropriate account of the Treasury.

(June 26, 1934, ch. 750, title I, § 124, formerly § 25,
as added Pub. L. 86–354, § 1, Sept. 22, 1959, 73 Stat.
638; renumbered title I, § 124, Pub. L. 91–468,
§ 1(2), Oct. 19, 1970, 84 Stat. 994; amended Pub. L.
97–320, title V, § 515, Oct. 15, 1982, 96 Stat. 1530;
Pub. L. 97–457, § 27, Jan. 12, 1983, 96 Stat. 2510;
Pub. L. 103–160, div. B, title XXVIII, § 2854, Nov.
30, 1993, 107 Stat. 1908; Pub. L. 103–337, div. A,
title X, § 1070(b)(12), Oct. 5, 1994, 108 Stat. 2857.)

PRIOR PROVISIONS

A prior section 1770, act June 26, 1934, ch. 750, § 20, 48
Stat. 1222, related to separability of provisions and
right to alter, amend, or repeal chapter, prior to the
amendment of act June 26, 1934, by Pub. L. 86–354. See
section 1769 of this title.

Provisions similar to those comprising this section
were contained in section 21 of act June 26, 1934, ch. 750,
as added July 9, 1937, ch. 471, 50 Stat. 487 (formerly clas-
sified to section 1771 of this title), prior to the amend-
ment and renumbering of act June 26, 1934, by Pub. L.
86–354.

AMENDMENTS

1994—Pub. L. 103–337 made technical correction to
Pub. L. 103–160, § 2854(1). See 1993 Amendment note
below.

1993—Pub. L. 103–160, § 2854(2), substituted ‘‘allot
space to such credit union without charge for rent or
services if at least 95 percent of the membership of the
credit union to be served by the allotment of space is
composed of persons who either are presently Federal
employees or were Federal employees at the time of ad-
mission into the credit union, and members of their
families, and if space is available.’’ for ‘‘allot space to
such credit union if space is available without charge
for rent or services.’’

Pub. L. 103–160, § 2854(1), as amended by Pub. L.
103–337, struck out ‘‘at least 95 per centum of the mem-
bership of which is composed of persons who either are
presently Federal employees or were Federal employees
at the time of admission into the credit union, and
members of their families,’’ after ‘‘terms of this chap-
ter’’.

1983—Pub. L. 97–457 inserted ‘‘of’’ after ‘‘including in-
stallation’’.

1982—Pub. L. 97–320 inserted definition of ‘‘services’’,
and provided that where there is an agreement for the
payment of costs associated with the provision of space
or services, nothing in title 31 or any other provision of
law shall be construed to prohibit or restrict payment
by reimbursement to the miscellaneous receipts or
other appropriate account of the Treasury.

EFFECTIVE DATE OF 1994 AMENDMENT

Section 1070(b) of Pub. L. 103–337 provided that the
amendment made by that section is effective as of Nov.
30, 1993, and as if included in the National Defense Au-
thorization Act for Fiscal Year 1994, Pub. L. 103–160, as
enacted.

§ 1771. Conversion from Federal to State credit
union and from State to Federal credit union

(a) A Federal credit union may be converted
into a State credit union under the laws of any
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State, the District of Columbia, the several Ter-
ritories and possessions of the United States,
the Panama Canal Zone, or the Commonwealth
of Puerto Rico, by complying with the following
requirements:

(1) The proposition for such conversion shall
first be approved, and a date set for a vote
thereon by the members (either at a meeting
to be held on such date or by written ballot to
be filed on or before such date), by a majority
of the directors of the Federal credit union.
Written notice of the proposition and of the
date set for the vote shall then be delivered in
person to each member, or mailed to each
member at the address for such member ap-
pearing on the records of the credit union, not
more than thirty nor less than seven days
prior to such date. Approval of the proposition
for conversion shall be by the affirmative vote
of a majority of the members of the credit
union who vote on the proposal. The written
notice of the proposition shall in boldface type
state that the issue will be decided by a major-
ity of the members who vote.

(2) A statement of the results of the vote,
verified by the affidavits of the president or
vice president and the secretary, shall be filed
with the Administration within ten days after
the vote is taken.

(3) Promptly after the vote is taken and in
no event later than ninety days thereafter, if
the proposition for conversion was approved
by such vote, the credit union shall take such
action as may be necessary under the applica-
ble State law to make it a State credit union,
and within ten days after receipt of the State
credit union charter there shall be filed with
the Administration a copy of the charter thus
issued. Upon such filing the credit union shall
cease to be a Federal credit union.

(4) Upon ceasing to be a Federal credit
union, such credit union shall no longer be
subject to any of the provisions of this chap-
ter. The successor State credit union shall be
vested with all of the assets and shall continue
responsible for all of the obligations of the
Federal credit union to the same extent as
though the conversion had not taken place.

(b)(1) A State credit union, organized under
the laws of any State, the District of Columbia,
the several Territories and possessions of the
United States, the Panama Canal Zone, or the
Commonwealth of Puerto Rico, may be con-
verted into a Federal credit union by (A) com-
plying with all State requirements requisite to
enabling it to convert to a Federal credit union
or to cease being a State credit union, (B) filing
with the Administration proof of such compli-
ance, satisfactory to the Board, and (C) filing
with the Administration and organization cer-
tificate as required by this chapter.

(2) When the Board has been satisfied that all
of such requirements, and all other require-
ments of this chapter, have been complied with,
the Board shall approve the organization certifi-
cate. Upon such approval, the State credit union
shall become a Federal credit union as of the
date it ceases to be a State credit union. The
Federal credit union shall be vested with all of
the assets and shall continue responsible for all
of the obligations of the State credit union to

the same extent as though the conversion had
not taken place.

(June 26, 1934, ch. 750, title I, § 125, formerly § 26,
as added Pub. L. 86–354, § 1, Sept. 22, 1959, 73 Stat.
638; amended Pub. L. 91–206, § 2(1), (3), Mar. 10,
1970, 84 Stat. 49; renumbered title I, § 125, Pub. L.
91–468, § 1(2), Oct. 19, 1970, 84 Stat. 994; amended
Pub. L. 95–630, title V, § 502(b), Nov. 10, 1978, 92
Stat. 3681; Pub. L. 97–320, title V, § 527, Oct. 15,
1982, 96 Stat. 1535.)

REFERENCES IN TEXT

For definition of Canal Zone, referred to in text, see
section 3602(b) of Title 22, Foreign Relations and Inter-
course.

PRIOR PROVISIONS

A prior section 1771, act June 26, 1934, ch. 750, § 21, as
added July 9, 1937, ch. 471, 50 Stat. 487, related to allot-
ment of space in Federal buildings, prior to the amend-
ment of act June 26, 1934, by Pub. L. 86–354. See section
1770 of this title.

AMENDMENTS

1982—Subsec. (a)(1). Pub. L. 97–320 substituted ‘‘of the
credit union who vote on the proposal’’ for ‘‘, in person
or in writing’’, and inserted provision that the written
notice of the proposition shall in boldface type state
that the issue will be decided by a majority of the
members who vote.

1978—Subsec. (b). Pub. L. 95–630 substituted ‘‘Board’’
for ‘‘Administrator’’ in two places.

1970—Pub. L. 91–206 substituted ‘‘Administration’’ for
‘‘Bureau’’ and ‘‘Administrator’’ for ‘‘Director’’ wher-
ever appearing.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

§ 1772. Territorial application of chapter

The provisions of this chapter shall apply to
the several States, the District of Columbia, the
several Territories, including the trust terri-
tories, and possessions of the United States, the
Panama Canal Zone, and the Commonwealth of
Puerto Rico.

(June 26, 1934, ch. 750, title I, § 126, formerly § 22,
as added July 31, 1946, ch. 711, § 7, 60 Stat. 745;
amended May 8, 1952, ch. 245, 66 Stat. 66, renum-
bered § 27 and amended Pub. L. 86–354, § 1, Sept.
22, 1959, 73 Stat. 638; renumbered title I, § 126,
Pub. L. 91–468, § 1(2), Oct. 19, 1970, 84 Stat. 994;
amended Pub. L. 93–383, title VII, § 726, Aug. 22,
1974, 88 Stat. 720.)

REFERENCES IN TEXT

For definition of Canal Zone, referred to in text, see
section 3602(b) of Title 22, Foreign Relations and Inter-
course.

AMENDMENTS

1974—Pub. L. 93–383 inserted reference to trust terri-
tories.

1959—Pub. L. 86–354 provided for application of chap-
ter to the States, the District of Columbia, the Terri-
tories and possessions of the United States and Puerto
Rico and struck out specific reference to the Virgin Is-
lands.

1952—Act May 8, 1952, amended section to extend pro-
visions of this chapter to the Virgin Islands.
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§ 1772a. Gifts; acceptance of conditional gifts; de-
posit

The Board is authorized to accept gifts of
money made unconditionally by will or other-
wise for the carrying out of any of the functions
under this chapter. A conditional gift of money
made by will or otherwise for such purposes may
be accepted and used in accordance with its con-
ditions, but no such gift shall be accepted which
is conditioned upon any expenditure not to be
met therefrom or from income thereof unless
the Board determines that supplementation of
such gift from the fees it may expend pursuant
to sections 1755 and 1756 of this title or from any
funds appropriated pursuant to section
1766(f)(2)(C) of this title for the purpose of mak-
ing such expenditure will not adversely affect
the sound administration of this chapter. Any
such gift shall be deposited in the Treasury of
the United States for the account of the Admin-
istration and may be expended in accordance
with section 1755 of this title or as provided in
the preceding sentence.

(June 26, 1934, ch. 750, title I, § 127, formerly § 28,
as added Pub. L. 90–375, § 3, July 5, 1968, 82 Stat.
285; amended Pub. L. 91–206, § 2(1), (3), Mar. 10,
1970, 84 Stat. 49; renumbered title I, § 127, Pub. L.
91–468, § 1(2), Oct. 19, 1970, 84 Stat. 994; amended
Pub. L. 95–630, title V, § 502(b), Nov. 10, 1978, 92
Stat. 3681.)

AMENDMENTS

1978—Pub. L. 95–630 substituted ‘‘Board’’ for ‘‘Admin-
istrator’’ in two places, and ‘‘it may expend’’ for ‘‘he
may expend’’.

1970—Pub. L. 91–206 substituted ‘‘Administrator’’ for
‘‘Director’’ and ‘‘Administration’’ for ‘‘Bureau’’ wher-
ever appearing.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

§ 1772b. Apportionment

Notwithstanding any other provision of law,
funds received by the Board pursuant to any
method provided by this chapter, and interest,
dividend, or other income thereon, shall not be
subject to apportionment for the purpose of
chapter 15 of title 31 or under any other author-
ity.

(June 26, 1934, ch. 750, title I, § 128, as added Pub.
L. 100–86, title V, § 505(e), Aug. 10, 1987, 101 Stat.
633.)

§ 1772c. Trust fund

Notwithstanding any other provision of law,
all moneys of the Board shall be treated as trust
funds for the purpose of section 906(a)(2) 1 of title
2. This section is effective for fiscal year 1986
and every fiscal year thereafter.

(June 26, 1934, ch. 750, title I, § 129, as added Pub.
L. 100–86, title VII, § 708, Aug. 10, 1987, 101 Stat.
653.)

REFERENCES IN TEXT

Section 906(a) of title 2, referred to in text, was
amended generally by Pub. L. 101–508, title XIII,

§ 13101(d)(1), Nov. 5, 1990, 104 Stat. 1388–589. Provisions
similar to those formerly appearing in section 906(a)(2)
are now contained in section 906(k)(6) of Title 2, The
Congress.

§ 1772c�1. Community development revolving
loan fund for credit unions

(a) In general
The Board may exercise the authority granted

to it by the Community Development Credit
Union Revolving Loan Fund Transfer Act, in-
cluding any additional appropriation made or
earnings accrued, subject only to this section
and to regulations prescribed by the Board.

(b) Investment
The Board may invest any idle Fund moneys

in United States Treasury securities. Any inter-
est accrued on such securities shall become a
part of the Fund.

(c) Loans
The Board may require that any loans made

from the Fund be matched by increased shares
in the borrower credit union.

(d) Interest
Interest earned by the Fund may be allocated

by the Board for technical assistance to commu-
nity development credit unions, subject to an
appropriations Act.

(e) ��Fund�� defined
As used in this section, the term ‘‘Fund’’

means the Community Development Credit
Union Revolving Loan Fund.

(June 26, 1934, ch. 750, title I, § 130, as added Pub.
L. 103–325, title I, § 120(b), Sept. 23, 1994, 108 Stat.
2188.)

REFERENCES IN TEXT

The Community Development Credit Union Revolv-
ing Loan Fund Transfer Act, referred to in subsec. (a),
is Pub. L. 99–609, Nov. 6, 1986, 100 Stat. 3475, which is set
out as a note under section 9822 of Title 42, The Public
Health and Welfare.

§ 1772d. Forfeiture of organization certificate for
money laundering or cash transaction re-
porting offenses

(a) Forfeiture of franchise for money laundering
or cash transaction reporting offenses

(1) Conviction of title 18 offenses
(A) Duty to notify

If a credit union has been convicted of any
criminal offense under section 1956 or 1957 of
title 18, the Attorney General shall provide
to the Board a written notification of the
conviction and shall include a certified copy
of the order of conviction from the court
rendering the decision.

(B) Notice of termination; pretermination
hearing

After receiving written notification from
the Attorney General of such a conviction,
the Board shall issue to such credit union a
notice of its intention to terminate all
rights, privileges, and franchises of the cred-
it union and schedule a pretermination hear-
ing.
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(2) Conviction of title 31 offenses
If a credit union is convicted of any criminal

offense under section 5322 or 5324 of title 31
after receiving written notification from the
Attorney General, the Board may issue to
such credit union a notice of its intention to
terminate all rights, privileges, and franchises
of the credit union and schedule a pre-
termination hearing.

(3) Judicial review
Section 1786(j) of this title shall apply to any

proceeding under this section.

(b) Factors to be considered
In determining whether a franchise shall be

forfeited under subsection (a) of this section, the
Board shall take into account the following fac-
tors:

(1) The extent to which directors, committee
members, or senior executive officers (as de-
fined by the Board in regulations which the
Board shall prescribe) of the credit union
knew of, or were involved in, the commission
of the money laundering offense of which the
credit union was found guilty.

(2) The extent to which the offense occurred
despite the existence of policies and proce-
dures within the credit union which were de-
signed to prevent the occurrence of any such
offense.

(3) The extent to which the credit union has
fully cooperated with law enforcement au-
thorities with respect to the investigation of
the money laundering offense of which the
credit union was found guilty.

(4) The extent to which the credit union has
implemented additional internal controls
(since the commission of the offense of which
the credit union was found guilty) to prevent
the occurrence of any other money laundering
offense.

(5) The extent to which the interest of the
local community in having adequate deposit
and credit services available would be threat-
ened by the forfeiture of the franchise.

(c) Successor liability
This section shall not apply to a successor to

the interests of, or a person who acquires, a
credit union that violated a provision of law de-
scribed in subsection (a) of this section, if the
successor succeeds to the interests of the viola-
tor, or the acquisition is made, in good faith and
not for purposes of evading this section or regu-
lations prescribed under this section.

(June 26, 1934, ch. 750, title I, § 131, as added Pub.
L. 102–550, title XV, § 1502(c), Oct. 28, 1992, 106
Stat. 4047; amended Pub. L. 103–325, title IV,
§ 411(c)(2)(B), Sept. 23, 1994, 108 Stat. 2253.)

AMENDMENTS

1994—Subsec. (a)(2). Pub. L. 103–325 substituted ‘‘sec-
tion 5322 or 5324 of title 31’’ for ‘‘section 5322 of title
31’’.

§ 1773. District of Columbia credit unions; con-
version to Federal status

Any credit union organized under the District
of Columbia Credit Unions Act, as amended,
may apply for conversion into a Federal credit

union by filing with the National Credit Union
Administration Board (in sections 1773 to 1775 of
this title referred to as the Board), pursuant to
a resolution adopted by a majority of its direc-
tors, an organization certificate meeting the re-
quirements of section 1753 of this title.

(Pub. L. 88–395, § 1, Aug. 1, 1964, 78 Stat. 377; Pub.
L. 91–206, § 3, Mar. 10, 1970, 84 Stat. 49; Pub. L.
95–630, title V, § 501, Nov. 10, 1978, 92 Stat. 3680.)

REFERENCES IN TEXT

The District of Columbia Credit Unions Act, referred
to in text, was repealed by Pub. L. 88–395, § 4, Aug. 1,
1964, 78 Stat. 377.

CODIFICATION

Section was not enacted as part of the Federal Credit
Union Act which comprises this chapter.

TRANSFER OF FUNCTIONS

‘‘National Credit Union Administration Board’’ and
‘‘Board’’ substituted in text for ‘‘Director of the Bureau
of Federal Credit Unions’’ and ‘‘Director’’, respectively,
pursuant to section 3 of Pub. L. 91–206 and section 501
of Pub. L. 95–630 [12 U.S.C. 1752a] which transferred
functions of Bureau of Federal Credit Unions, and Di-
rector thereof, to National Credit Union Administra-
tion and vested authority for management of Adminis-
tration in National Credit Union Administration
Board.

REPEALS; REVOCATION OF ORGANIZATION CERTIFICATES
ISSUED UNDER DISTRICT OF COLUMBIA CREDIT UNIONS
ACT

Section 4 of Pub. L. 88–395 provided that: ‘‘Effective
thirty days after enactment of this Act [Aug. 1, 1964],
the District of Columbia Credit Unions Act (47 Stat.
326), as amended, is repealed and all organization cer-
tificates issued thereunder and still in force are re-
voked.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1775 of this title.

§ 1774. Approval of certificate; assets and obliga-
tions of applicant credit union

The Board shall approve any such organization
certificate meeting such requirements. Upon
such approval, the applicant credit union shall
become a Federal credit union, and shall be
vested with all of the assets and shall continue
responsible for all of the obligations of such ap-
plicant credit union to the same extent as
though the conversion had not taken place.

(Pub. L. 88–395, § 2, Aug. 1, 1964, 78 Stat. 377; Pub.
L. 91–206, § 3, Mar. 10, 1970, 84 Stat. 49; Pub. L.
95–630, title V, § 501, Nov. 10, 1978, 92 Stat. 3680.)

CODIFICATION

Section was not enacted as part of the Federal Credit
Union Act which comprises this chapter.

TRANSFER OF FUNCTIONS

‘‘Board’’, meaning the National Credit Union Admin-
istration Board, substituted in text for ‘‘Director’’,
meaning Director of Bureau of Federal Credit Unions,
pursuant to section 3 of Pub. L. 91–206 and section 501
of Pub. L. 95–630 [12 U.S.C. 1752a] which transferred
functions of Bureau of Federal Credit Unions, and Di-
rector thereof, to National Credit Union Administra-
tion and vested authority for management of Adminis-
tration in National Credit Union Administration
Board.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1773, 1775 of this
title.
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§ 1775. Conditions upon conversion to Federal
status

Any District of Columbia credit union con-
verting into a Federal credit union in accord-
ance with sections 1773 to 1775 of this title shall
thereupon be subject to the limitations, vested
with the powers, and charged with the liabilities
conferred and imposed by this chapter upon
credit unions organized thereunder, except
that—

(1) no fee shall be imposed upon a credit
union converting pursuant to sections 1773 to
1775 of this title as an incident to its conver-
sion;

(2) any loan or investment made by a credit
union converting pursuant to sections 1773 to
1775 of this title in conformity with the Dis-
trict of Columbia Credit Unions Act prior to
its conversion, which does not conform to the
requirements of this chapter and is still out-
standing at the time of conversion, shall be
liquidated at or before its maturity or, if it
has no maturity date, in a prudent manner
and within a reasonable period of time;

(3) a credit union converting pursuant to
sections 1773 to 1775 of this title shall submit
proposed bylaws to the Board for the Board’s
approval after its conversion, but not later
than thirty days following its next annual
meeting or six months after August 1, 1964,
whichever is later: Provided, That any existing
bylaw inconsistent with any other require-
ments of this chapter shall be deemed null and
void.

(Pub. L. 88–395, § 3, Aug. 1, 1964, 78 Stat. 377; Pub.
L. 91–206, § 3, Mar. 10, 1970, 84 Stat. 49; Pub. L.
95–630, title V, § 501, Nov. 10, 1978, 92 Stat. 3680.)

REFERENCES IN TEXT

The District of Columbia Credit Unions Act, referred
to in text, was repealed by Pub. L. 88–395, § 4, Aug. 1,
1964, 78 Stat. 377.

CODIFICATION

Section was not enacted as part of the Federal Credit
Union Act which comprises this chapter.

TRANSFER OF FUNCTIONS

‘‘Board’’ and ‘‘the Board’s’’, meaning the National
Credit Union Administration Board, substituted in par.
(3) for ‘‘Director’’ and ‘‘his’’, respectively, meaning Di-
rector of Bureau of Federal Credit Unions, pursuant to
section 3 of Pub. L. 91–206 and section 501 of Pub. L.
95–630 [12 U.S.C. 1752a] which transferred functions of
Bureau of Federal Credit Unions, and Director thereof,
to National Credit Union Administration and vested
authority for management of Administration in Na-
tional Credit Union Administration Board.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1773 of this title.

SUBCHAPTER II—SHARE INSURANCE

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in section 1795f of this
title.

§ 1781. Insurance of member accounts

(a) Eligibility
The Board, as hereinafter provided, shall in-

sure the member accounts of all Federal credit

unions and it may insure the member accounts
of (1) credit unions organized and operated ac-
cording to the laws of any State, the District of
Columbia, the several territories, including the
trust territories, and possessions of the United
States, the Panama Canal Zone, or the Com-
monwealth of Puerto Rico, and (2) credit unions
organized and operating under the jurisdiction
of the Department of Defense if such credit
unions are operating in compliance with the re-
quirements of subchapter I of this chapter and
regulations issued thereunder.
(b) Application; agreement

Application for insurance of member accounts
shall be made immediately by each Federal
credit union and may be made at any time by a
State credit union or a credit union operating
under the jurisdiction of the Department of De-
fense. Applications for such insurance shall be
in such form as the Board shall provide and shall
contain an agreement by the applicant—

(1) to pay the reasonable cost of such exami-
nations as the Board may deem necessary in
connection with determining the eligibility of
the applicant for insurance: Provided, That ex-
aminations required under subchapter I of this
chapter shall be so conducted that the infor-
mation derived therefrom may be utilized for
share insurance purposes, and examinations
conducted by State regulatory agencies shall
be utilized by the Board for such purposes to
the maximum extent feasible;

(2) to permit and pay the reasonable cost of
such examinations as in the judgment of the
Board may from time to time be necessary for
the protection of the fund and of other insured
credit unions;

(3) to permit the Board to have access to any
information or report with respect to any ex-
amination made by or for any public regu-
latory authority, including any commission,
board, or authority having supervision of a
State-chartered credit union, and furnish such
additional information with respect thereto as
the Board may require;

(4) to provide protection and indemnity
against burglary, defalcation, and other simi-
lar insurable losses, of the type, in the form,
and in an amount at least equal to that re-
quired by the laws under which the credit
union is organized and operates;

(5) to maintain such regular reserves as may
be required by the laws of the State, district,
territory, or other jurisdiction pursuant to
which it is organized and operated, in the case
of a State-chartered credit union, or as may be
required by section 1762 1 of this title, in the
case of a Federal credit union;

(6) to maintain such special reserves as the
Board, by regulation or in special cases, may
require for protecting the interest of members
or to assure that all insured credit unions
maintain regular reserves which are not less
than those required under subchapter I of this
chapter;

(7) not to issue or have outstanding any ac-
count or security the form of which, by regula-
tion or in special cases, has not been approved
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by the Board except for accounts authorized
by State law for State credit unions;

(8) to pay and maintain its deposit and to
pay the premium charges for insurance im-
posed by this subchapter; and

(9) to comply with the requirements of this
subchapter and of regulations prescribed by
the Board pursuant thereto.

(c) Approval of application
(1) Before approving the application of any

credit union for insurance of its member ac-
counts, the Board shall consider—

(A) the history, financial condition, and
management policies of the applicant;

(B) the economic advisability of insuring the
applicant without undue risk of the fund;

(C) the general character and fitness of the
applicant’s management;

(D) the convenience and needs of the mem-
bers to be served by the applicant; and

(E) whether the applicant is a cooperative
association organized for the purpose of pro-
moting thrift among its members and creating
a source of credit for provident or productive
purposes.

(2) The Board shall disapprove the application
of any credit union for insurance of its member
accounts if it finds that its reserves are inad-
equate, that its financial condition and policies
are unsafe or unsound, that its management is
unfit, that insurance of its member accounts
would otherwise involve undue risk to the fund,
or that its powers and purposes are inconsistent
with the promotion of thrift among its members
and the creation of a source of credit for provi-
dent or productive purposes.

(3) Repealed. Pub. L. 95–22, title III, § 301, Apr.
19, 1977, 91 Stat. 49.
(d) Certificate of insurance

Upon the approval of any application for in-
surance, the Board shall notify the applicant
and shall issue to it a certificate evidencing the
fact that it is, as of the date of issuance of the
certificate, an insured credit union under the
provisions of this subchapter.
(e) Prohibition on certain associations

(1) In general
No insured credit union may be sponsored by

or accept financial support, directly or indi-
rectly, from any Government-sponsored enter-
prise, if the credit union includes the cus-
tomers of the Government-sponsored enter-
prise in the field of membership of the credit
union.
(2) Routine business financing

Paragraph (1) shall not apply with respect to
advances or other forms of financial assistance
generally provided by a Government-sponsored
enterprise in the ordinary course of business
of the enterprise.
(3) ��Government-sponsored enterprise�� defined

For purposes of this subsection, the term
‘‘Government-sponsored enterprise’’ has the
meaning given to such term in section
1404(e)(1)(A) of the Financial Institutions Re-
form, Recovery, and Enforcement Act of 1989.
(4) Employee credit union

No provision of this subsection shall be con-
strued as prohibiting any employee of a Gov-

ernment-sponsored enterprise from becoming
a member of a credit union whose field of
membership is the employees of such enter-
prise.

(June 26, 1934, ch. 750, title II, § 201, as added
Pub. L. 91–468, § 1(3), Oct. 19, 1970, 84 Stat. 994;
amended Pub. L. 92–221, §§ 1, 2, Dec. 23, 1971, 85
Stat. 796, 797; Pub. L. 95–22, title III, § 301, Apr.
19, 1977, 91 Stat. 49; Pub. L. 95–630, title V,
§§ 502(b), 504, Nov. 10, 1978, 92 Stat. 3681, 3682;
Pub. L. 98–369, div. B, title VIII, § 2801, July 18,
1984, 98 Stat. 1203; Pub. L. 104–208, div. A, title II,
§ 2615(a), Sept. 30, 1996, 110 Stat. 3009–478.)

REFERENCES IN TEXT

For definition of Canal Zone, referred to in text, see
section 3602(b) of Title 22, Foreign Relations and Inter-
course.

Section 1762 of this title, referred to in subsec. (b)(5),
was repealed by Pub. L. 105–219, title III, § 301(g)(3), Aug.
7, 1998, 112 Stat. 931.

Section 1404(e)(1)(A) of the Financial Institutions Re-
form, Recovery, and Enforcement Act of 1989, referred
to in subsec. (e)(3), is section 1404(e)(1)(A) of Pub. L.
101–73, which is set out as a note under section 1811 of
this title.

AMENDMENTS

1996—Subsec. (e). Pub. L. 104–208 added subsec. (e).
1984—Subsec. (b)(8). Pub. L. 98–369 inserted provisions

relating to payment and maintenance of the deposit.
1978—Subsec. (a). Pub. L. 95–630, §§ 502(b), 504(a), sub-

stituted ‘‘Board’’ for ‘‘Administrator’’ and ‘‘it’’ for
‘‘he’’, and inserted ‘‘, including the trust territories,’’
after ‘‘the several territories’’.

Subsec. (b). Pub. L. 95–630, §§ 502(b), 504(b), substituted
‘‘Board’’ for ‘‘Administrator’’ wherever appearing and
inserted in par. (7) ‘‘except for accounts authorized by
State law for State credit unions’’ after ‘‘by the
Board’’.

Subsec. (c). Pub. L. 95–630, § 502(b), substituted
‘‘Board’’ for ‘‘Administrator’’ wherever appearing, and
in par. (2) substituted ‘‘it’’ for ‘‘he’’ before ‘‘finds’’.

Subsecs. (d), (e). Pub. L. 95–630, §§ 502(b), 504(c), struck
out subsec. (d), redesignated subsec. (e) as (d) and sub-
stituted ‘‘Board’’ for ‘‘Administrator’’.

1977—Subsec. (c)(3) Pub. L. 95–22 struck out par. (3)
which provided for approval by Administrator of appli-
cations of State credit unions for insurance of its mem-
ber accounts where credit union meets requirements of
this chapter and where in the event of liquidation of
the credit union, the claims with respect to demand de-
posit accounts shall be subordinate to the claims with
respect to member accounts.

1971—Subsec. (c)(2). Pub. L. 92–221, § 1(a), substituted
‘‘disapproved’’ for ‘‘reject’’.

Subsec. (c)(3). Pub. L. 92–221, § 2, added par. (3).
Subsec. (d). Pub. L. 92–221, § 1(b), substituted provi-

sions allowing, in certain cases, a two–year period to
meet the requirements for insurance following the dis-
approval of an application for insurance by a Federal
credit union, for provisions mandating the suspension
or revocation of the charter of a Federal credit union
unless the credit union met the requirements for insur-
ance and became an insured credit union within one
year of the rejection of its application for insurance.

EFFECTIVE DATE OF 1996 AMENDMENT

Section 2615(c) of div. A of Pub. L. 104–208 provided
that: ‘‘The amendments made by this section [amend-
ing this section and section 1828 of this title] shall
apply on and after January 1, 1996.’’

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.
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SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 461, 1782 of this
title.

§ 1782. Administration of insurance fund

(a) Reports of condition
(1) Each insured credit union shall make re-

ports of condition to the Board upon dates which
shall be selected by it. Such reports of condition
shall be in such form and shall contain such in-
formation as the Board may require. The report-
ing dates selected for reports of condition shall
be the same for all insured credit unions except
that when any of said reporting dates is a non-
business day for any credit union the preceding
business day shall be its reporting date. The
total amount of the member accounts of each
insured credit union as of each reporting date
shall be reported in such reports of condition in
accordance with regulations prescribed by the
Board. Each report of condition shall contain a
declaration by the president, by a vice presi-
dent, by the treasurer, or by any other officer
designated by the board of directors of the re-
porting credit union to make such declaration,
that the report is true and correct to the best of
such officer’s knowledge and belief. Unless such
requirement is waived by the Board, the correct-
ness of each report of condition shall be attested
by the signatures of three of the officers of the
reporting credit union with the declaration that
the report has been examined by them and to
the best of their knowledge and belief is true
and correct.

(2) The Board may call for such other reports
as it may from time to time require.

(3) The Board may require reports of condition
to be published in such manner, not inconsistent
with any applicable law, as it may direct. Any
insured credit union which maintains proce-
dures reasonably adapted to avoid any inadvert-
ent error and, unintentionally and as a result of
such an error, fails to submit or publish any re-
port required under this subsection or section
1756 of this title, within the period of time speci-
fied by the Board, or submits or publishes any
false or misleading report or information, or in-
advertently transmits or publishes any report
which is minimally late, shall be subject to a
penalty of not more than $2,000 for each day dur-
ing which such failure continues or such false or
misleading information is not corrected. The in-
sured credit union shall have the burden of prov-
ing that an error was inadvertent and that a re-
port was inadvertently transmitted or published
late. Any insured credit union which fails to
submit or publish any report required under this
subsection or section 1756 of this title, within
the period of time specified by the Board, or sub-
mits or publishes any false or misleading report
or information, in a manner not described in the
2nd preceding sentence shall be subject to a pen-
alty of not more than $20,000 for each day during
which such failure continues or such false or
misleading information is not corrected. Not-
withstanding the preceding sentence, if any in-
sured credit union knowingly or with reckless
disregard for the accuracy of any information or
report described in such sentence submits or
publishes any false or misleading report or in-

formation, the Board may assess a penalty of
not more than $1,000,000 or 1 percent of total as-
sets of such credit union, whichever is less, per
day for each day during which such failure con-
tinues or such false or misleading information is
not corrected. Any penalty imposed under any of
the 4 preceding sentences shall be assessed and
collected by the Board in the manner provided
in section 1786(k)(2) of this title (for penalties
imposed under such section) and any such as-
sessment (including the determination of the
amount of the penalty) shall be subject to the
provisions of such section. Any insured credit
union against which any penalty is assessed
under this subsection shall be afforded an agen-
cy hearing if such insured credit union submits
a request for such hearing within 20 days after
the issuance of the notice of assessment. Section
1786(j) of this title shall apply to any proceeding
under this subsection.

(4) The Board may accept any report of condi-
tion made to any commission, board, or author-
ity having supervision of a State-chartered cred-
it union and may furnish to any such commis-
sion, board, or authority reports of condition
made to the Board.

(5) Reports required under subchapter I of this
chapter shall be so prepared that they can be
used for share insurance purposes. To the maxi-
mum extent feasible, the Board shall use for in-
surance purposes reports submitted to State
regulatory agencies by State-chartered credit
unions.

(6) AUDIT REQUIREMENT.—
(A) IN GENERAL.—Before the end of the 120-

day period beginning on August 9, 1989, and
notwithstanding any other provision of Fed-
eral or State law, the Board shall prescribe, by
regulation, audit standards which require an
outside, independent audit of any insured
credit union by a certified public accountant
for any fiscal year (of such credit union)—

(i) for which such credit union has not con-
ducted an annual supervisory committee
audit;

(ii) for which such credit union has not re-
ceived a complete and satisfactory super-
visory committee audit; or

(iii) during which such credit union has ex-
perienced persistent and serious record-
keeping deficiencies, as determined by the
Board.

(B) UNSAFE OR UNSOUND PRACTICE.—The
Board may treat the failure of any insured
credit union to obtain an outside, independent
audit for any fiscal year for which such audit
is required under subparagraph (A) or (D) as an
unsafe or unsound practice within the mean-
ing of section 1786(b) of this title.

(C) ACCOUNTING PRINCIPLES.—
(i) IN GENERAL.—Accounting principles ap-

plicable to reports or statements required to
be filed with the Board by each insured cred-
it union shall be uniform and consistent
with generally accepted accounting prin-
ciples.

(ii) BOARD DETERMINATION.—If the Board
determines that the application of any gen-
erally accepted accounting principle to any
insured credit union is not appropriate, the
Board may prescribe an accounting principle



Page 870TITLE 12—BANKS AND BANKING§ 1782

for application to the credit union that is no
less stringent than generally accepted ac-
counting principles.

(iii) DE MINIMUS EXCEPTION.—This subpara-
graph shall not apply to any insured credit
union, the total assets of which are less than
$10,000,000, unless prescribed by the Board or
an appropriate State credit union super-
visor.

(D) LARGE CREDIT UNION AUDIT REQUIRE-
MENT.—

(i) IN GENERAL.—Each insured credit union
having total assets of $500,000,000 or more
shall have an annual independent audit of
the financial statements of the credit union,
performed in accordance with generally ac-
cepted auditing standards by an independent
certified public accountant or public ac-
countant licensed by the appropriate State
or jurisdiction to perform those services.

(ii) VOLUNTARY AUDITS.—If a Federal credit
union that is not required to conduct an
audit under clause (i), and that has total as-
sets of more than $10,000,000 conducts such
an audit for any purpose, using an independ-
ent auditor who is compensated for his or
her audit services with respect to that audit,
the audit shall be performed consistent with
the accountancy laws of the appropriate
State or jurisdiction, including licensing re-
quirements.

(7) REPORT TO INDEPENDENT AUDITOR.—
(A) IN GENERAL.—Each insured credit union

which has engaged the services of an independ-
ent auditor to audit such depository institu-
tion within the past 2 years shall transmit to
such auditor a copy of the most recent report
of condition made by such credit union (pursu-
ant to this chapter or any other provision of
law) and a copy of the most recent report of
examination received by such credit union.

(B) ADDITIONAL INFORMATION.—In addition to
the copies of the reports required to be pro-
vided to an auditor under subparagraph (A),
each insured credit union shall provide such
auditor with—

(i) a copy of any supervisory memorandum
of understanding with such credit union and
any written agreement between the Board or
a State regulatory agency and the credit
union which is in effect during the period
covered by the audit; and

(ii) a report of any action initiated or
taken by the Board during such period under
subsection (e), (f), (g), (i), (l), or (q) of section
1786 of this title, or any similar action taken
by a State regulatory agency under State
law, or any other civil money penalty as-
sessed by the Board under this chapter, with
respect to—

(I) the credit union; or
(II) any institution-affiliated party.

(b) Certified statement
(1) Statement required

(A) In general
For each calendar year, in the case of an

insured credit union with total assets of not
more than $50,000,000, and for each semi-an-
nual period in the case of an insured credit

union with total assets of $50,000,000 or more,
an insured credit union shall file with the
Board, at such time as the Board prescribes,
a certified statement showing the total
amount of insured shares in the credit union
at the close of the relevant period and both
the amount of its deposit or adjustment of
deposit and the amount of the insurance
charge due to the Fund for that period, both
as computed under subsection (c) of this sec-
tion.
(B) Exception for newly insured credit union

Subparagraph (A) shall not apply with re-
spect to a credit union that became insured
during the reporting period.

(2) Form
The certified statements required to be filed

with the Board pursuant to this subsection
shall be in such form and shall set forth such
supporting information as the Board shall re-
quire.
(3) Certification

The president of the credit union or any offi-
cer designated by the board of directors shall
certify, with respect to each statement re-
quired to be filed with the Board pursuant to
this subsection, that to the best of his or her
knowledge and belief the statement is true,
correct, complete, and in accordance with this
subchapter and the regulations issued under
this subchapter.

(c) Deposit with National Credit Union Share In-
surance Fund; amount, return, distribution,
etc.

(1)(A)(i) Each insured credit union shall pay to
and maintain with the National Credit Union
Share Insurance Fund a deposit in an amount
equaling 1 per centum of the credit union’s in-
sured shares.

(ii) The Board may, in its discretion, authorize
insured credit unions to initially fund such de-
posit over a period of time in excess of one year
if necessary to avoid adverse effects on the con-
dition of insured credit unions.

(iii) PERIODIC ADJUSTMENT.—The amount of
each insured credit union’s deposit shall be ad-
justed as follows, in accordance with procedures
determined by the Board, to reflect changes in
the credit union’s insured shares:

(I) annually, in the case of an insured credit
union with total assets of not more than
$50,000,000; and

(II) semi-annually, in the case of an insured
credit union with total assets of $50,000,000 or
more.

(B)(i) The deposit shall be returned to an in-
sured credit union in the event that its insur-
ance coverage is terminated, it converts to in-
surance coverage from another source, or in the
event the operations of the fund are transferred
from the National Credit Union Administration
Board.

(ii) The deposit shall be returned in accord-
ance with procedures and valuation methods de-
termined by the Board, but in no event shall the
deposit be returned any later than one year
after the final date on which no shares of the
credit union are insured by the Board.
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(iii) The deposit shall not be returned in the
event of liquidation on account of bankruptcy or
insolvency.

(iv) The deposit funds may be used by the fund
if necessary to meet its expenses, in which case
the amount so used shall be expensed and shall
be replenished by insured credit unions in ac-
cordance with procedures established by the
Board.

(2) INSURANCE PREMIUM CHARGES.—
(A) IN GENERAL.—Each insured credit union

shall, at such times as the Board prescribes
(but not more than twice in any calendar
year), pay to the Fund a premium charge for
insurance in an amount stated as a percentage
of insured shares (which shall be the same for
all insured credit unions).

(B) RELATION OF PREMIUM CHARGE TO EQUITY
RATIO OF FUND.—The Board may assess a pre-
mium charge only if—

(i) the Fund’s equity ratio is less than 1.3
percent; and

(ii) the premium charge does not exceed
the amount necessary to restore the equity
ratio to 1.3 percent.

(C) PREMIUM CHARGE REQUIRED IF EQUITY
RATIO FALLS BELOW 1.2 PERCENT.—If the Fund’s
equity ratio is less than 1.2 percent, the Board
shall, subject to subparagraph (B), assess a
premium charge in such an amount as the
Board determines to be necessary to restore
the equity ratio to, and maintain that ratio
at, 1.2 percent.

(3) DISTRIBUTIONS FROM FUND REQUIRED.—
(A) IN GENERAL.—The Board shall effect a

pro rata distribution to insured credit unions
after each calendar year if, as of the end of
that calendar year—

(i) any loans to the Fund from the Federal
Government, and any interest on those
loans, have been repaid;

(ii) the Fund’s equity ratio exceeds the
normal operating level; and

(iii) the Fund’s available assets ratio ex-
ceeds 1.0 percent.

(B) AMOUNT OF DISTRIBUTION.—The Board
shall distribute under subparagraph (A) the
maximum possible amount that—

(i) does not reduce the Fund’s equity ratio
below the normal operating level; and

(ii) does not reduce the Fund’s available
assets ratio below 1.0 percent.

(C) CALCULATION BASED ON CERTIFIED STATE-
MENTS.—In calculating the Fund’s equity ratio
and available assets ratio for purposes of this
paragraph, the Board shall determine the ag-
gregate amount of the insured shares in all in-
sured credit unions from insured credit unions
certified statements under subsection (b) of
this section of this section for the final report-
ing period of the calendar year referred to in
subparagraph (A).

(4) TIMELINESS AND ACCURACY OF DATA.—In cal-
culating the available assets ratio and equity
ratio of the Fund, the Board shall use the most
current and accurate data reasonably available.

(d) Remedy for failure to report; penalty for fail-
ure to file certified statement or pay pre-
mium; dispute as to deposit or premium
charge; prohibition on distribution of assets
or dividends while in default

(1) Any insured credit union which fails to
make any report of condition under subsection
(a) of this section or to file any certified state-
ment required to be filed by it in connection
with determining the amount of its deposit or
any premium charge for insurance may be com-
pelled to make such report or to file such state-
ment by mandatory injunction or other appro-
priate remedy in a suit brought for such purpose
by the Board against the credit union and any
officer or officers thereof. Any such suit may be
brought in any court of the United States of
competent jurisdiction in the district or terri-
tory in which the principal office of the credit
union is located.

(2) PENALTY FOR FAILURE TO MAKE ACCURATE
CERTIFIED STATEMENT OR TO PAY DEPOSIT OR PRE-
MIUM.—

(A) FIRST TIER.—Any insured credit union
which—

(i) maintains procedures reasonably adapt-
ed to avoid any inadvertent error and, unin-
tentionally and as a result of such an error,
fails to submit any certified statement
under subsection (b)(1) of this section within
the period of time required or submits a
false or misleading certified statement
under such subsection; or

(ii) submits the statement at a time which
is minimally after the time required,

shall be subject to a penalty of not more than
$2,000 for each day during which such failure
continues or such false and misleading infor-
mation is not corrected. The insured credit
union shall have the burden of proving that an
error was inadvertent or that a statement was
inadvertently submitted late.

(B) SECOND TIER.—Any insured credit union
which—

(i) fails to submit any certified statement
under subsection (b)(1) of this section within
the period of time required or submits a
false or misleading certified statement in a
manner not described in subparagraph (A);
or

(ii) fails or refuses to pay any deposit or
premium for insurance required under this
subchapter,

shall be subject to a penalty of not more than
$20,000 for each day during which such failure
continues, such false and misleading informa-
tion is not corrected, or such deposit or pre-
mium is not paid.

(C) THIRD TIER.—Notwithstanding subpara-
graphs (A) and (B), if any insured credit union
knowingly or with reckless disregard for the
accuracy of any certified statement under sub-
section (b)(1) of this section submits a false or
misleading certified statement under such
subsection, the Board may assess a penalty of
not more than $1,000,000 or not more than 1
percent of the total assets of the credit union,
whichever is less, per day for each day during
which the failure continues or the false or
misleading information in such statement is
not corrected.
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(D) ASSESSMENT PROCEDURE.—Any penalty
imposed under this paragraph shall be assessed
and collected by the Board in the manner pro-
vided in section 1786(k)(2) of this title (for pen-
alties imposed under such section) and any
such assessment (including the determination
of the amount of the penalty) shall be subject
to the provisions of such section.

(E) HEARING.—Any insured credit union
against which any penalty is assessed under
this paragraph shall be afforded an agency
hearing if the credit union submits a request
for such hearing within 20 days after the issu-
ance of the notice of the assessment. Section
1786(j) of this title shall apply to any proceed-
ing under this subparagraph.

(F) SPECIAL RULE FOR DISPUTED PAYMENTS.—
No penalty may be assessed for the failure of
any insured credit union to pay any deposit or
premium for insurance if—

(i) the failure is due to a dispute between
the credit union and the Board over the
amount of the deposit or premium which is
due from the credit union; and

(ii) the credit union deposits security sat-
isfactory to the Board for payment of the de-
posit or insurance premium upon final deter-
mination of the dispute.

(3) No insured credit union shall pay any divi-
dends on its insured shares or distribute any of
its assets while it remains in default in the pay-
ment of its deposit or any premium charge for
insurance due to the fund. Any director or offi-
cer of any insured credit union who knowingly
participates in the declaration or payment of
any such dividend or in any such distribution
shall, upon conviction, be fined not more than
$1,000 or imprisoned not more than one year, or
both. The provisions of this paragraph shall not
be applicable in any case in which the default is
due to a dispute between the credit union and
the Board over the amount of its deposit or the
premium charge due to the fund if the credit
union deposits security satisfactory to the
Board for payment of its deposit or the premium
charge upon final determination of the issue.
(e) Recovery of unpaid deposit or premium; limi-

tations
The Board, in a suit brought at law or in eq-

uity in any court of competent jurisdiction,
shall be entitled to recover from any insured
credit union the amount of any unpaid deposit
or premium charge for insurance lawfully pay-
able by the credit union to the fund, whether or
not such credit union shall have made any re-
port of condition under subsection (a) of this
section or filed any certified statement required
under subsection (b) of this section and whether
or not suit shall have been brought to compel
the credit union to make any such report or to
file any such statement. No action or proceeding
shall be brought for the recovery of any deposit
or premium charge due to the fund, or for the
recovery of any amount paid to the fund in ex-
cess of the amount due it, unless such action or
proceeding shall have been brought within five
years after the right accrued for which the
claim is made. Where the insured credit union
has made or filed with the Board a false or
fraudulent certified statement with the intent

to evade, in whole or in part, the payment of its
deposit or any premium charge, the claim shall
not be deemed to have accrued until the discov-
ery by the Board of the fact that the certified
statement is false or fraudulent.

(f) Penalty for failure to comply with section;
court determination of failure; remedies not
exclusive

Should any Federal credit union fail to make
any report of condition under subsection (a) of
this section or to file any certified statement re-
quired to be filed under subsection (b) of this
section or to pay its deposit or any premium
charge for insurance required to be paid under
any provision of this subchapter, and should the
credit union fail to correct such failure within
thirty days after written notice has been given
by the Board to an officer of the credit union,
citing this subsection and stating that the cred-
it union has failed to make any such report or
file any such statement or pay any such deposit
or premium charges as required by law, all the
rights, privileges, and franchises of the credit
union granted to it under subchapter I of this
chapter shall be thereby forfeited. Whether or
not the penalty provided in this subsection has
been incurred shall be determined and adjudged
by any court of the United States of competent
jurisdiction in a suit brought for that purpose in
the district or territory in which the principal
office of such credit union is located, under di-
rection of and by the Board in its own name, be-
fore the credit union shall be declared dissolved.
The remedies provided in this subsection and in
subsections (d) and (e) of this section shall not
be construed as limiting any other remedies
against any insured credit union but shall be in
addition thereto.

(g) Records
Each insured credit union shall maintain such

records as will readily permit verification of the
correctness of its reports of condition, certified
statements, and deposit and premium charges
for insurance. However, no insured credit union
shall be required to retain such records for such
purpose for a period in excess of five years from
the date of the making of any such report, the
filing of any such statement, or the payment of
any deposit or adjustment thereof or any pre-
mium charge, except that when there is a dis-
pute between the insured credit union and the
Board over the amount of any deposit or adjust-
ment thereof or any premium charge for insur-
ance the credit union shall retain such records
until final determination of the issue.

(h) Definitions
For purposes of this section, the following

definitions shall apply:

(1) Available assets ratio
The term ‘‘available assets ratio’’, when ap-

plied to the Fund, means the ratio of—
(A) the amount determined by subtract-

ing—
(i) direct liabilities of the Fund and con-

tingent liabilities for which no provision
for losses has been made, from

(ii) the sum of cash and the market
value of unencumbered investments au-
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1 See References in Text note below.

thorized under section 1783(c) of this title,
to

(B) the aggregate amount of the insured
shares in all insured credit unions.

(2) Equity ratio
The term ‘‘equity ratio’’, when applied to

the Fund, means the ratio of—
(A) the amount of Fund capitalization, in-

cluding insured credit unions’ 1 percent cap-
italization deposits and the retained earn-
ings balance of the Fund (net of direct liabil-
ities of the Fund and contingent liabilities
for which no provision for losses has been
made); to

(B) the aggregate amount of the insured
shares in all insured credit unions.

(3) Insured shares
The term ‘‘insured shares’’, when applied to

this section, includes share, share draft, share
certificate, and other similar accounts as de-
termined by the Board, but does not include
amounts exceeding the insured account limit
set forth in section 1787(c)(1) 1 of this title.
(4) Normal operating level

The term ‘‘normal operating level’’, when
applied to the Fund, means an equity ratio
specified by the Board, which shall be not less
than 1.2 percent and not more than 1.5 percent.

(June 26, 1934, ch. 750, title II, § 202, as added
Pub. L. 91–468, § 1(3), Oct. 19, 1970, 84 Stat. 995;
amended Pub. L. 93–383, title VII, § 727, Aug. 22,
1974, 88 Stat. 720; Pub. L. 95–630, title V, §§ 502(b),
505, Nov. 10, 1978, 92 Stat. 3681, 3682; Pub. L.
97–320, title V, §§ 528, 529, Oct. 15, 1982, 96 Stat.
1535; Pub. L. 97–457, § 29, Jan. 12, 1983, 96 Stat.
2510; Pub. L. 98–369, div. B, title VIII, §§ 2802–2810,
July 18, 1984, 98 Stat. 1204, 1205; Pub. L. 101–73,
title IX, §§ 911(f), 919, 931(b), Aug. 9, 1989, 103
Stat. 482, 488, 493; Pub. L. 102–242, title III,
§ 313(b), Dec. 19, 1991, 105 Stat. 2369; Pub. L.
102–550, title XVI, § 1605(b)(3), Oct. 28, 1992, 106
Stat. 4087; Pub. L. 105–219, title II, § 201, title III,
§ 302(a), Aug. 7, 1998, 112 Stat. 918, 931.)

REFERENCES IN TEXT

Section 1787(c)(1) of this title, referred to in subsec.
(h)(3), was redesignated section 1787(k)(1) of this title
by Pub. L. 101–73, title XII, § 1217(a)(3), Aug. 9, 1989, 103
Stat. 530.

AMENDMENTS

1998—Subsec. (a)(6). Pub. L. 105–219, § 201, substituted
‘‘subparagraph (A) or (D)’’ for ‘‘subparagraph (A)’’ in
subpar. (B) and added subpars. (C) and (D).

Subsec. (b). Pub. L. 105–219, § 302(a)(1), added subsec.
(b) and struck out former subsec. (b) which read as fol-
lows:

‘‘(b)(1) For each insurance year, each insured credit
union which became insured prior to the beginning of
that year shall file with the Board, at such time as the
Board prescribes, a certified statement showing the
total amount of insured shares in the credit union at
the close of the preceding insurance year and both the
amount of its deposit or adjustment thereof and the
amount of the premium charge for insurance due to the
fund for that year, both as computed under subsection
(c) of this section.

‘‘(2) The certified statements required to be filed with
the Board pursuant to this subsection shall be in such

form and shall set forth such supporting information as
the Board shall require.

‘‘(3) Each such statement shall be certified by the
president of the credit union, or by any officer of the
credit union designated by its board of directors, that
to the best of his knowledge and belief that statement
is true, correct, and complete and in accordance with
this subchapter and regulations issued thereunder.’’

Subsec. (c)(1)(A)(iii). Pub. L. 105–219, § 302(a)(2), added
cl. (iii) and struck out former cl. (iii) which read as fol-
lows: ‘‘The amount of each insured credit union’s de-
posit shall be adjusted annually, in accordance with
procedures determined by the Board, to reflect changes
in the credit union’s insured shares.’’

Subsec. (c)(2), (3). Pub. L. 105–219, § 302(a)(3), added
pars. (2) and (3) and struck out former pars. (2) and (3)
which read as follows:

‘‘(2) Each insured credit union, at such time as the
Board prescribes, shall pay to the fund a premium
charge for insurance equal to one–twelfth of 1 per cen-
tum of the total amount of the insured shares in such
credit union at the close of the preceding insurance
year.

‘‘(3) When, at the end of a given insurance year, any
loans to the fund from the Federal Government and the
interest thereon have been repaid and the equity of the
fund exceeds the normal operating level, the Board
shall effect for that insurance year a pro rata distribu-
tion to insured credit unions of an amount sufficient to
reduce the equity in the fund to its normal operating
level.’’

Subsec. (c)(4). Pub. L. 105–219, § 302(a)(4), added par.
(4).

Subsec. (h). Pub. L. 105–219, § 302(a)(5), added subsec.
(h) and struck out former subsec. (h) which read as fol-
lows: ‘‘For the purposes of this section—

‘‘(1) the term ‘insurance year’ means the period be-
ginning on January 1 and ending on the following De-
cember 31, both dates inclusive, unless otherwise pre-
scribed by the Board;

‘‘(2) the term ‘normal operating level’, when applied
to the fund, means an amount equal to 1.3 per centum
of the aggregate amount of the insured shares in all
insured credit unions, or such lower level as the
Board may determine; and

‘‘(3) the term ‘insured shares’ when applied to this
section includes share, share draft, share certificate
and other similar accounts as determined by the
Board, but does not include amounts in excess of the
insured account limit set forth in section 1787(c)(1) of
this title.’’
1992—Subsec. (d)(2). Pub. L. 102–550, in subpar. (C),

substituted ‘‘insured credit union’’ for ‘‘insured deposi-
tory institution’’, struck out ‘‘or’’ after ‘‘subsection
(b)(1) of this section’’, and substituted ‘‘Board’’ for
‘‘Corporation’’ and ‘‘assets of the credit union’’ for ‘‘as-
sets of the institution’’, in subpar. (D), substituted
‘‘Board’’ for ‘‘Corporation’’, and in subpar. (E), sub-
stituted ‘‘insured credit union’’ for ‘‘insured depository
institution’’ and ‘‘if the credit union’’ for ‘‘if the insti-
tution’’.

1991—Subsec. (d)(2). Pub. L. 102–242 amended par. (2)
generally. Prior to amendment, par. (2) read as follows:
‘‘Any insured credit union which willfully fails or re-
fuses to file any certified statement or to pay its de-
posit or any premium charge for insurance required
under this subchapter shall be subject to a penalty of
not more than $100 for each day that such violation
continues, which penalty the Board may recover for its
use. The provisions of this paragraph shall not be appli-
cable in any case in which the refusal to pay its deposit
or the premium charge for insurance is due to a dispute
between the insured credit union and the Board over
the amount of its deposit or the premium charge due to
the fund if the credit union deposits security satisfac-
tory to the Board for payment of its deposit or the pre-
mium charge upon final determination of the issue.’’

1989—Subsec. (a)(3). Pub. L. 101–73, § 911(f), inserted
provisions relating to penalties and agency hearings
and struck out at end: ‘‘Every insured credit union
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which willfully fails to make or publish any such report
within ten days shall be subject to a penalty of not
more than $100 for each day of such failure, recoverable
by the Board for its use.’’

Subsec. (a)(6). Pub. L. 101–73, § 919, added par. (6).
Subsec. (a)(7). Pub. L. 101–73, § 931(b), added par. (7).
1984—Subsec. (b). Pub. L. 98–369, § 2802, in amending

subsec. (b) generally, revised existing provisions into
numbered pars. (1) to (3) and in par. (1) substituted
‘‘For each insurance year, each insured credit union
which became insured prior to the beginning of that
year shall file with the Board, at such time as the
Board prescribes, a certified statement showing the
total amount of insured shares in the credit union at
the close of the preceding insurance year and both the
amount of its deposit or adjustment thereof and the
amount of the premium charge for insurance due to the
fund for that year, both as computed under subsection
(c) of this section.’’ for ‘‘On or before January 31 of
each insurance year, each insured credit union which
became insured prior to the beginning of that year
shall file with the Board a certified statement showing
the total amount of the member accounts in the credit
union at the close of the preceding insurance year and
the amount of the premium charge for insurance due to
the fund for that year, as computed under subsection
(c) of this section.’’

Subsec. (c)(1). Pub. L. 98–369, § 2803(6), added par. (1).
Former par. (1) redesignated (2).

Subsec. (c)(2). Pub. L. 98–369, § 2803(3)–(5), substituted
‘‘Each insured credit union, at such time as the Board
prescribes’’ for ‘‘Except as provided in paragraph (2) of
this subsection, each insured credit union, on or before
January 31 of each insurance year’’ and ‘‘insured
shares’’ for ‘‘member accounts’’.

Pub. L. 98–369, § 2803(1), (2), redesignated par. (1) as (2).
Former par. (2), which related to payment of a pre-
mium charge for insurance by each credit union in ex-
istence prior to Oct. 19, 1970, and insured under this
subchapter after January 1 of any insurance, was
struck out.

Subsec. (c)(3). Pub. L. 98–369, § 2804, amended par. (3)
generally. Prior to amendment, par. (3) read as follows:
‘‘When any loans to the fund from the Federal Govern-
ment and the interest thereon have been repaid and the
amount in the fund equals or exceeds the normal oper-
ating level, the Board may reduce the premium charge
for insurance, but not below the amount necessary, in
its judgment, to maintain the fund at the normal oper-
ating level. Any such reduction shall be effective only
so long as the amount in the fund equals or exceeds the
normal operating level and no loan to the fund from
the Federal Government is outstanding.’’

Subsec. (c)(4). Pub. L. 98–369, § 2805, struck out par. (4)
which provided that ‘‘If in any year expenditures from
the fund exceed the income of the fund, the Board may
require each insured credit union to pay to the fund for
such year, in addition to the regular premium charge
for insurance payable under paragraph (1), (2), or (3) of
this subsection, a special premium charge which shall
not exceed an amount equal to the amount of the regu-
lar premium charge’’.

Subsec. (d)(1), (2). Pub. L. 98–369, § 2806(a)(1), inserted
‘‘its deposit or’’ wherever appearing.

Subsec. (d)(3). Pub. L. 98–369, § 2806(a), inserted ‘‘its
deposit or’’ wherever appearing and substituted ‘‘in-
sured shares’’ for ‘‘member accounts’’.

Subsec. (e). Pub. L. 98–369, § 2806(a)(1), (b)(1), (2), in-
serted ‘‘its deposit or’’ and ‘‘deposit or’’ wherever ap-
pearing.

Subsec. (f). Pub. L. 98–369, § 2806(a)(1), (b)(3), inserted
‘‘its deposit or’’ and ‘‘deposit or’’.

Subsec. (g). Pub. L. 98–369, § 2807, inserted ‘‘and de-
posit’’ and ‘‘deposit or adjustment thereof or any’’ in
two places.

Subsec. (h)(1). Pub. L. 98–369, § 2808, inserted ‘‘, unless
otherwise prescribed by the Board’’.

Subsec. (h)(2). Pub. L. 98–369, § 2809, in amending par.
(2) generally, substituted ‘‘fund, means an amount
equal to 1.3 per centum of the aggregate amount of the

insured shares in all insured credit unions, or such
lower level as the Board may determine’’ for ‘‘Fund,
means an amount equal to 1 per centum of the aggre-
gate amount of the member accounts in all insured
credit unions’’.

Subsec. (h)(3). Pub. L. 98–369, § 2810, amended par. (3)
generally. Prior to amendment, par. (3) read as follows:
‘‘the term ‘members accounts’ when applied to the pre-
mium charge for insurance of accounts shall not in-
clude amounts received from other credit unions, the
accounts of which are federally insured or insured or
guaranteed by a fund established under State law or
regulation for this purpose, in excess of the insured ac-
count limit set forth in section 1787(c)(1) of this title;’’.

1983—Subsec. (c)(1). Pub. L. 97–457 substituted ‘‘para-
graph (2)’’ for ‘‘paragraphs (2) and (3)’’ after ‘‘except as
provided in’’.

1982—Subsec. (c)(3). Pub. L. 97–320, § 529, redesignated
par. (4) as (3). Former (3), which set forth rules for com-
puting the insurance premiums due from credit unions
chartered after Oct. 19, 1970, that became insured in the
insurance year of their charter, was struck out.

Subsec. (c)(4), (5). Pub. L. 97–320, § 529, redesignated
par. (5) as (4). Former par. (4) redesignated (3).

Subsec. (c)(6). Pub. L. 97–320, § 529, struck out par. (6)
which set forth rules for payment of insurance rebates
to insured credit unions closed for liquidation because
of insolvency or otherwise.

Subsec. (h)(3). Pub. L. 97–320, § 528, substituted
‘‘ ‘members accounts’ ’’ for ‘‘ ‘member account’ ’’, struck
out ‘‘federally insured’’ after ‘‘received from other’’,
and inserted ‘‘, the accounts of which are federally in-
sured or insured or guaranteed by a fund established
under State law or regulation for this purpose,’’ after
‘‘credit unions’’.

1978—Subsec. (a). Pub. L. 95–630, §§ 502(b), 505(a), sub-
stituted ‘‘Board’’ for ‘‘Administrator’’ wherever appear-
ing; ‘‘it’’ for ‘‘him’’ and ‘‘such officer’s knowledge’’ for
‘‘his knowledge’’ in par. (1); ‘‘reports as it’’ for ‘‘reports
as he’’ in par. (2); and ‘‘it may direct’’ for ‘‘he may di-
rect’’ and ‘‘for its use’’ for ‘‘for his use’’ in par. (3).

Subsecs. (b) to (g). Pub. L. 95–630, § 502(b), substituted
‘‘Board’’ for ‘‘Administrator’’ wherever appearing, and
‘‘its’’ for ‘‘his’’ where appropriate.

Subsec. (h)(3). Pub. L. 95–630, § 505(b), substituted
‘‘The term ‘member account’ when’’ for ‘‘the term
‘members accounts’ when’’, struck out ‘‘of federally in-
sured credit unions’’ after ‘‘of accounts’’, and inserted
‘‘received from other federally insured credit unions’’
after ‘‘not include amounts’’.

1974—Subsec. (h)(3). Pub. L. 93–383 added par. (3).

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105–219, title III, § 302(b), Aug. 7, 1998, 112 Stat.
934, provided that: ‘‘This section [amending this sec-
tion] and the amendments made by this section shall
become effective on January 1 of the first calendar year
beginning more than 180 days after the date of enact-
ment of this Act [Aug. 7, 1998].’’

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by section 911(f) of Pub. L. 101–73 applica-
ble with respect to reports filed or required to be filed
after Aug. 9, 1989, see section 911(i) of Pub. L. 101–73, set
out as a note under section 161 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 461, 1783, 1786 of
this title.
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§ 1783. National Credit Union Share Insurance
Fund

(a) Creation; use of fund
There is hereby created in the Treasury of the

United States a National Credit Union Share In-
surance Fund which shall be used by the Board
as a revolving fund for carrying out the purposes
of this subchapter. Money in the fund shall be
available upon requisition by the Board, without
fiscal year limitation, for making payments of
insurance under section 1787 of this title, for
providing assistance and making expenditures
under section 1788 of this title in connection
with the liquidation or threatened liquidation of
insured credit unions, and for such administra-
tive and other expenses incurred in carrying out
the purposes of this subchapter as it may deter-
mine to be proper.
(b) Deposit of deposits and premium charges,

fees and penalties
All deposits and premium charges for insur-

ance paid pursuant to the provisions of section
1782 of this title and all fees for examinations
and all penalties collected by the Board under
any provision of this subchapter shall be depos-
ited in the National Credit Union Share Insur-
ance Fund. The Board shall report annually to
the Committee on Banking, Housing, and Urban
Affairs of the Senate and the Committee on
Banking, Finance and Urban Affairs of the
House of Representatives with respect to the op-
erating level of the fund. Such report shall also
include the results of an independent audit of
the fund.
(c) Investment authorization

The Board may authorize the Secretary of the
Treasury to invest and reinvest such portions of
the fund as the Board may determine are not
needed for current operations in any interest-
bearing securities of the United States or in any
securities guaranteed as to both principal and
interest by the United States or in bonds or
other obligations which are lawful investments
for fiduciary, trust, and public funds of the
United States, and the income therefrom shall
constitute a part of the fund.
(d) Loans to fund, limitation and terms; interest

accrual; determination of interest rate
(1) If, in the judgment of the Board, a loan to

the fund is required at any time for carrying out
the purposes of this subchapter, the Secretary of
the Treasury shall make the loan, but loans
under this paragraph shall not exceed in the ag-
gregate $100,000,000 outstanding at any one time.
Except as otherwise provided in this subsection
and in subsection (e) of this section, each loan
under this paragraph shall be made on such
terms as may be fixed by agreement between the
Board and the Secretary of the Treasury.

(2) Interest shall accrue to the Treasury on the
amount of any outstanding loans made to the
fund pursuant to paragraph (1) of this subsection
on the basis of the average daily amount of such
outstanding loans determined at the close of
each fiscal year with respect to such year, and
the Board shall pay the interest so accruing into
the Treasury as miscellaneous receipts annually
from the fund. The Secretary of the Treasury

shall determine the applicable interest rate in
advance by calculating the average yield to ma-
turity (on the basis of daily closing market bid
quotations during the month of September of
the preceding fiscal year) on outstanding mar-
ketable public debt obligations of the United
States having a maturity date of five or less
years from the first day of such month of Sep-
tember and by adjusting such yield to the near-
est one-eighth of 1 per centum.

(3) For the purpose of making loans under
paragraph (1) of this subsection, the Secretary
of the Treasury is authorized to use as a public
debt transaction the proceeds of the sale of any
securities issued under chapter 31 of title 31, and
the purposes for which securities may be issued
under chapter 31 of title 31 are hereby extended
to include such loans. All loans and repayments
under this section shall be treated as public debt
transactions of the United States.

(e) Excess funds credited against loans
So long as any loans to the fund are outstand-

ing, the Board shall from time to time, not less
often than annually, determine whether the bal-
ance in the fund is in excess of the amount
which, in its judgment, is needed to meet the re-
quirements of the fund and shall pay such excess
to the Secretary of the Treasury, to be credited
against the loans to the fund.

(f) Authorization for fund to borrow from Cen-
tral Liquidity Facility

In addition to the authority to borrow from
the Secretary of the Treasury provided in sub-
section (d) of this section, if in the judgment of
the Board, a loan to the fund is required at any
time for carrying out the purposes of this sub-
chapter, the fund is authorized to borrow from
the National Credit Union Administration Cen-
tral Liquidity Facility.

(June 26, 1934, ch. 750, title II, § 203, as added
Pub. L. 91–468, § 1(3), Oct. 19, 1970, 84 Stat. 999;
amended Pub. L. 94–273, § 2(4), Apr. 21, 1976, 90
Stat. 375; Pub. L. 95–630, title V, § 502(b), Nov. 10,
1978, 92 Stat. 3681; Pub. L. 97–320, title V, § 530,
Oct. 15, 1982, 96 Stat. 1535; Pub. L. 98–369, div. B,
title VIII, § 2811, July 18, 1984, 98 Stat. 1206.)

CODIFICATION

In subsec. (d)(3), ‘‘chapter 31 of title 31’’ substituted
for ‘‘the Second Liberty Bond Act, as amended’’ on au-
thority of Pub. L. 97–258, § 4(b), Sept. 13, 1982, 96 Stat.
1067, the first section of which enacted Title 31, Money
and Finance.

AMENDMENTS

1984—Subsec. (b). Pub. L. 98–369 inserted ‘‘deposits
and’’ and provisions relating to annual reporting re-
quirements by the Board.

1982—Subsec. (f). Pub. L. 97–320 added subsec. (f).
1978—Pub. L. 95–630 substituted ‘‘Board’’ for ‘‘Admin-

istrator’’ wherever appearing and ‘‘it’’ and ‘‘its’’ for
‘‘he’’ and ‘‘his’’, respectively, where appropriate.

1976—Subsec. (d)(2). Pub. L. 94–273 substituted ‘‘Sep-
tember’’ for ‘‘June’’ wherever appearing.

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
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1 So in original. Probably should be ‘‘other’’.

gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1781, 1782 of this
title.

§ 1784. Examination of insured credit unions

(a) Examiners and claim agents; powers; report
by examiner; jurisdiction of court

The Board shall appoint examiners who shall
have power, on its behalf, to examine any in-
sured credit union, any credit union making ap-
plication for insurance of its member accounts,
or any closed insured credit union whenever in
the judgment of the Board an examination is
necessary to determine the condition of any
such credit union for insurance purposes. Each
examiner shall have power to make a thorough
examination of all of the affairs of the credit
union and shall make a full and detailed report
of the condition of the credit union to the
Board. The Board in like manner shall appoint
claim agents who shall have power to inves-
tigate and examine all claims for insured mem-
ber accounts. Each claim agent shall have power
to administer oaths and affirmations, to exam-
ine and to take and preserve testimony under
oath as to any matter in respect to claims for
insured accounts, and to issue subpenas and sub-
penas duces tecum and, for the enforcement
thereof, to apply to the United States district
court for the judicial district or the United
States court in any territory in which the prin-
cipal office of the credit union is located or in
which the witness resides or carries on business.
Such courts shall have jurisdiction and power to
order and require compliance with any such sub-
pena.
(b) Power of Board; jurisdiction of court

In connection with examinations of insured
credit unions, or with other types of investiga-
tions to determine compliance with applicable
law and regulations, the Board, or its designated
representatives, shall have power to administer
oaths and affirmations, to examine and to take
and preserve testimony under oath as to any
matter in respect of the affairs of any such cred-
it union, and to issue subpenas and subpenas
duces tecum and to exercise such others 1 powers
as are set forth in section 1786(p) of this title
and, for the enforcement thereof, to apply to the
United States district court for the judicial dis-
trict or the United States Court in any territory
in which the principal office of the credit union
is located or in which the witness resides or car-
ries on business. Such courts shall have jurisdic-

tion and power to order and require compliance
with any such subpena.

(c) Court orders enforcing subpenas; immunity
In cases of refusal to obey a subpena issued to,

or contumacy by, any person, the Board may in-
voke the aid of any court of the United States
within the jurisdiction of which such hearing,
examination, or investigation is carried on, or
where such person resides or carries on business,
in requiring the attendance and testimony of
witnesses and the production of books, records,
or other papers. Such court may issue an order
requiring such person to appear before the
Board, or before a person designated by it, there
to produce records, if so ordered, or to give tes-
timony touching the matter in question. Any
failure to obey such order of the court may be
punished by such court as a contempt thereof.
All process in any such case may be served in
the judicial district whereof such person is an
inhabitant or carries on business or wherever he
may be found. No person shall be excused from
attending and testifying or from producing
books, records, or other papers in obedience to a
subpena issued under the authority of this sub-
chapter on the ground that the testimony or evi-
dence, documentary or otherwise, required of
him may tend to incriminate him or subject him
to penalty or forfeiture, but no individual shall
be prosecuted or subject to any penalty or for-
feiture for or on account of any transaction,
matter, or thing concerning which he is com-
pelled to testify or produce evidence, documen-
tary or otherwise, after having claimed his
privilege against self-incrimination, except that
such individual so testifying shall not be exempt
from prosecution and punishment for perjury
committed in so testifying.

(d) Administration acceptance of State board re-
ports; reports of Board furnished to State
board

The Administration may accept any report of
examination made by or to any commission,
board, or authority having supervision of a
State-chartered credit union and may furnish to
any such commission, board, or authority re-
ports of examination made on behalf of the
Board.

(e) Flood insurance compliance by insured credit
unions

(1) Examination
The Board shall, during each examination

conducted under this section, determine
whether the insured credit union is complying
with the requirements of the national flood in-
surance program.

(2) Report
(A) Requirement

Not later than 1 year after September 23,
1994, and biennially thereafter for the next 4
years, the Board shall submit a report to the
Congress on compliance by insured credit
unions with the requirements of the national
flood insurance program.

(B) Contents
The report shall include a description of

the methods used to determine compliance,
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the number of insured credit unions exam-
ined during the reporting year, a listing and
total number of insured credit unions found
not to be in compliance, actions taken to
correct incidents of noncompliance, and an
analysis of compliance, including a discus-
sion of any trends, patterns, and problems,
and recommendations regarding reasonable
actions to improve the efficiency of the ex-
aminations processes.

(f) Access to liquidity
The Board shall—

(1) periodically assess the potential liquidity
needs of each insured credit union, and the op-
tions that the credit union has available for
meeting those needs; and

(2) periodically assess the potential liquidity
needs of insured credit unions as a group, and
the options that insured credit unions have
available for meeting those needs.

(g) Sharing information with Federal reserve
banks

The Board shall, for the purpose of facilitating
insured credit unions’ access to liquidity, make
available to the Federal reserve banks (subject
to appropriate assurances of confidentiality) in-
formation relevant to making advances to such
credit unions, including the Board’s reports of
examination.

(June 26, 1934, ch. 750, title II, § 204, as added
Pub. L. 91–468, § 1(3), Oct. 19, 1970, 84 Stat. 1001;
amended Pub. L. 95–630, title V, § 502(b), Nov. 10,
1978, 92 Stat. 3681; Pub. L. 101–73, title IX,
§ 915(a), Aug. 9, 1989, 103 Stat. 486; Pub. L. 103–325,
title V, § 529(b), Sept. 23, 1994, 108 Stat. 2266; Pub.
L. 105–219, title III, § 303, Aug. 7, 1998, 112 Stat.
934.)

AMENDMENTS

1998—Subsecs. (f), (g). Pub. L. 105–219 added subsecs.
(f) and (g).

1994—Subsec. (e). Pub. L. 103–325 added subsec. (e).
1989—Subsec. (b). Pub. L. 101–73, § 915(a)(1), inserted

‘‘or with other types of investigations to determine
compliance with applicable law and regulations,’’ after
‘‘insured credit unions,’’.

Pub. L. 101–73, § 915(a)(2), which directed the insertion
of ‘‘and to exercise such others powers as are set forth
in section 1786(p) of this title’’ after ‘‘subpena duces
tecum’’, was executed by making the insertion after
‘‘subpenas duces tecum’’, as the probable intent of Con-
gress.

1978—Pub. L. 95–630 substituted ‘‘Board’’ for ‘‘Admin-
istrator’’ wherever appearing, and ‘‘it’’ and ‘‘its’’ for
‘‘him’’ and ‘‘his’’, respectively, where appropriate.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1786 of this title.

§ 1785. Requirements governing insured credit
unions

(a) Advertisement of insured status; exemptions;
regulation of signs

Every insured credit union shall display at
each place of business maintained by it a sign or

signs indicating that its member accounts are
insured by the Board and shall include in all of
its advertisements a statement to the effect
that its member accounts are insured by the
Board. The Board may exempt from this require-
ment advertisements which do not relate to
member accounts or advertisements in which it
is impractical to include such a statement. The
Board shall prescribe by regulation the forms of
such signs, the manner of display, the substance
of any such statement, and the manner of use.
(b) Restrictions

(1) Except as provided in paragraph (2), no in-
sured credit union shall, without the prior ap-
proval of the Board—

(A) merge or consolidate with any non-
insured credit union or institution;

(B) assume liability to pay any member ac-
counts in, or similar liabilities of, any non-
insured credit union or institution;

(C) transfer assets to any noninsured credit
union or institution in consideration of the as-
sumption of liabilities for any portion of the
member accounts in such insured credit union;
or

(D) convert into a noninsured credit union or
institution.

(2) CONVERSION OF INSURED CREDIT UNIONS TO
MUTUAL SAVINGS BANKS.—

(A) IN GENERAL.—Notwithstanding paragraph
(1), an insured credit union may convert to a
mutual savings bank or savings association (if
the savings association is in mutual form), as
those terms are defined in section 1813 of this
title, without the prior approval of the Board,
subject to the requirements and procedures set
forth in the laws and regulations governing
mutual savings banks and savings associa-
tions.

(B) CONVERSION PROPOSAL.—A proposal for a
conversion described in subparagraph (A) shall
first be approved, and a date set for a vote
thereon by the members (either at a meeting
to be held on that date or by written ballot to
be filed on or before that date), by a majority
of the directors of the insured credit union.
Approval of the proposal for conversion shall
be by the affirmative vote of a majority of the
members of the insured credit union who vote
on the proposal.

(C) NOTICE OF PROPOSAL TO MEMBERS.—An in-
sured credit union that proposes to convert to
a mutual savings bank or savings association
under subparagraph (A) shall submit notice to
each of its members who is eligible to vote on
the matter of its intent to convert—

(i) 90 days before the date of the member
vote on the conversion;

(ii) 60 days before the date of the member
vote on the conversion; and

(iii) 30 days before the date of the member
vote on the conversion.

(D) NOTICE OF PROPOSAL TO BOARD.—The
Board may require an insured credit union
that proposes to convert to a mutual savings
bank or savings association under subpara-
graph (A) to submit a notice to the Board of
its intent to convert during the 90-day period
preceding the date of the completion of the
conversion.
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(E) INAPPLICABILITY OF CHAPTER UPON CON-
VERSION.—Upon completion of a conversion de-
scribed in subparagraph (A), the credit union
shall no longer be subject to any of the provi-
sions of this chapter.

(F) LIMIT ON COMPENSATION OF OFFICIALS.—
(i) IN GENERAL.—No director or senior

management official of an insured credit
union may receive any economic benefit in
connection with a conversion of the credit
union as described in subparagraph (A),
other than—

(I) director fees; and
(II) compensation and other benefits paid

to directors or senior management offi-
cials of the converted institution in the or-
dinary course of business.

(ii) SENIOR MANAGEMENT OFFICIAL.—For
purposes of this subparagraph, the term
‘‘senior management official’’ means a chief
executive officer, an assistant chief execu-
tive officer, a chief financial officer, and any
other senior executive officer (as defined by
the appropriate Federal banking agency pur-
suant to section 1831i(f) of this title).

(G) CONSISTENT RULES.—
(i) IN GENERAL.—Not later than 6 months

after August 7, 1998, the Administration
shall promulgate final rules applicable to
charter conversions described in this para-
graph that are consistent with rules promul-
gated by other financial regulators, includ-
ing the Office of Thrift Supervision and the
Office of the Comptroller of the Currency.
The rules required by this clause shall pro-
vide that charter conversion by an insured
credit union shall be subject to regulation
that is no more or less restrictive than that
applicable to charter conversions by other
financial institutions.

(ii) OVERSIGHT OF MEMBER VOTE.—The
member vote concerning charter conversion
under this paragraph shall be administered
by the Administration, and shall be verified
by the Federal or State regulatory agency
that would have jurisdiction over the insti-
tution after the conversion. If either the Ad-
ministration or that regulatory agency dis-
approves of the methods by which the mem-
ber vote was taken or procedures applicable
to the member vote, the member vote shall
be taken again, as directed by the Adminis-
tration or the agency.

(3) Except with the prior written approval of
the Board, no insured credit union shall merge
or consolidate with any other insured credit
union or, either directly or indirectly, acquire
the assets of, or assume liability to pay any
member accounts in, any other insured credit
union.
(c) Considerations for waiver or enforcement of

restrictions
In granting or withholding approval or con-

sent under subsection (b) of this section, the
Board shall consider—

(1) the history, financial condition, and man-
agement policies of the credit union;

(2) the adequacy of the credit union’s re-
serves;

(3) the economic advisability of the trans-
action;

(4) the general character and fitness of the
credit union’s management;

(5) the convenience and needs of the mem-
bers to be served by the credit union; and

(6) whether the credit union is a cooperative
association organized for the purpose of pro-
moting thrift among its members and creating
a source of credit for provident or productive
purposes.

(d) Prohibition
(1) In general

Except with prior written consent of the
Board—

(A) any person who has been convicted of
any criminal offense involving dishonesty or
a breach of trust, or has agreed to enter into
a pretrial diversion or similar program in
connection with a prosecution for such of-
fense, may not—

(i) become, or continue as, an institu-
tion-affiliated party with respect to any
insured credit union; or

(ii) otherwise participate, directly or in-
directly, in the conduct of the affairs of
any insured credit union; and

(B) any insured credit union may not per-
mit any person referred to in subparagraph
(A) to engage in any conduct or continue
any relationship prohibited under such sub-
paragraph.

(2) Minimum 10-year prohibition period for
certain offenses

(A) In general
If the offense referred to in paragraph

(1)(A) in connection with any person referred
to in such paragraph is—

(i) an offense under—
(I) section 215, 656, 657, 1005, 1006, 1007,

1008,1 1014, 1032, 1344, 1517, 1956, or 1957 of
title 18; or

(II) section 1341 or 1343 of such title
which affects any financial institution
(as defined in section 20 of such title); or

(ii) the offense of conspiring to commit
any such offense,

the Board may not consent to any exception
to the application of paragraph (1) to such
person during the 10-year period beginning
on the date the conviction or the agreement
of the person becomes final.
(B) Exception by order of sentencing court

(i) In general
On motion of the Board, the court in

which the conviction or the agreement of a
person referred to in subparagraph (A) has
been entered may grant an exception to
the application of paragraph (1) to such
person if granting the exception is in the
interest of justice.
(ii) Period for filing

A motion may be filed under clause (i) at
any time during the 10-year period de-
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scribed in subparagraph (A) with regard to
the person on whose behalf such motion is
made.

(3) Penalty
Whoever knowingly violates paragraph (1) or

(2) shall be fined not more than $1,000,000 for
each day such prohibition is violated or im-
prisoned for not more than 5 years, or both.

(e) Security standards; reports; penalty
(1) The Board shall promulgate rules establish-

ing minimum standards with which each insured
credit union must comply with respect to the in-
stallation, maintenance, and operation of secu-
rity devices and procedures, reasonable in cost,
to discourage robberies, burglaries, and lar-
cenies and to assist in the identification and ap-
prehension of persons who commit such acts.

(2) The rules shall establish the time limits
within which insured credit unions shall comply
with the standards and shall require the submis-
sion of periodic reports with respect to the in-
stallation, maintenance, and operation of secu-
rity devices and procedures.

(3) An insured credit union which violates a
rule promulgated pursuant to this subsection
shall be subject to a civil penalty which shall
not exceed $100 for each day of the violation.

(f) Share draft accounts; maintenance, loans, etc.
(1) Every insured credit union is authorized to

maintain, and make loans with respect to, share
draft accounts in accordance with rules and reg-
ulations prescribed by the Board. Except as pro-
vided in paragraph (2), an insured credit union
may pay dividends on share draft accounts and
may permit the owners of such share draft ac-
counts to make withdrawals by negotiable or
transferable instruments or other orders for the
purpose of making transfers to third parties.

(2) Paragraph (1) shall apply only with respect
to share draft accounts in which the entire bene-
ficial interest is held by one or more individuals
or members or by an organization which is oper-
ated primarily for religious, philanthropic, char-
itable, educational, or other similar purposes
and which is not operated for profit, and with re-
spect to deposits of public funds by an officer,
employee, or agent of the United States, any
State, county, municipality, or political sub-
division thereof, the District of Columbia, the
Commonwealth of Puerto Rico, American
Samoa, Guam, any territory or possession of the
United States, or any political subdivision
thereof.

(g) Interest rates
(1) If the applicable rate prescribed in this sub-

section exceeds the rate an insured credit union
would be permitted to charge in the absence of
this subsection, such credit union may, notwith-
standing any State constitution or statute
which is hereby preempted for the purposes of
this subsection, take, receive, reserve, and
charge on any loan, interest at a rate of not
more than 1 per centum in excess of the dis-
count rate on ninety-day commercial paper in
effect at the Federal Reserve bank in the Fed-
eral Reserve district where such insured credit
union is located or at the rate allowed by the
laws of the State, territory, or district where

such credit union is located, whichever may be
greater.

(2) If the rate prescribed in paragraph (1) ex-
ceeds the rate such credit union would be per-
mitted to charge in the absence of this sub-
section, and such State fixed rate is thereby pre-
empted by the rate described in paragraph (1),
the taking, receiving, reserving, or charging a
greater rate than is allowed by paragraph (1),
when knowingly done, shall be deemed a forfeit-
ure of the entire interest which the loan carries
with it, or which has been agreed to be paid
thereon. If such greater rate of interest has been
paid, the person who paid it may recover, in a
civil action commenced in a court of appro-
priate jurisdiction not later than two years after
the date of such payment, an amount equal to
twice the amount of interest paid from the cred-
it union taking or receiving such interest.
(h) Emergency merger

Notwithstanding any other provision of law,
the Board may authorize a merger or consolida-
tion of an insured credit union which is insol-
vent or is in danger of insolvency with any other
insured credit union or may authorize an in-
sured credit union to purchase any of the assets
of, or assume any of the liabilities of, any other
insured credit union which is insolvent or in
danger of insolvency if the Board is satisfied
that—

(1) an emergency requiring expeditious ac-
tion exists with respect to such other insured
credit union;

(2) other alternatives are not reasonably
available; and

(3) the public interest would best be served
by approval of such merger, consolidation,
purchase, or assumption.

(i) Emergency purchase of assets; conversion to
insured deposits

(1) Notwithstanding any other provision of
this chapter or of State law, the Board may au-
thorize an institution whose deposits or ac-
counts are insured by the Federal Deposit Insur-
ance Corporation or the Federal Savings and
Loan Insurance Corporation to purchase any of
the assets of or assume any of the liabilities of
an insured credit union which is insolvent or in
danger of insolvency, except that prior to exer-
cising this authority the Board must attempt to
effect the merger or consolidation of an insured
credit union which is insolvent or in danger of
insolvency with another insured credit union, as
provided in subsection (h) of this section.

(2) For purposes of the authority contained in
paragraph (1), insured accounts of the credit
union may upon consummation of the purchase
and assumption be converted to insured deposits
or other comparable accounts in the acquiring
institution, and the Board and the National
Credit Union Share Insurance Fund shall be ab-
solved of any liability to the credit union’s
members with respect to those accounts.

(June 26, 1934, ch. 750, title II, § 205, as added
Pub. L. 91–468, § 1(3), Oct. 19, 1970, 84 Stat. 1002;
amended Pub. L. 95–630, title V, § 502(b), Nov. 10,
1978, 92 Stat. 3681; Pub. L. 96–221, title III,
§ 305(d), title V, § 523, Mar. 31, 1980, 94 Stat. 147,
166; Pub. L. 97–320, title I, § 131, 141(a)(8), title
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VII, § 706(b), Oct. 15, 1982, 96 Stat. 1486, 1489, 1540;
Pub. L. 100–86, title V, § 509(a), Aug. 10, 1987, 101
Stat. 635; Pub. L. 101–73, title IX, § 910(b), Aug. 9,
1989, 103 Stat. 478; Pub. L. 103–322, title XXXII,
§ 320606, Sept. 13, 1994, 108 Stat. 2119; Pub. L.
105–219, title II, § 202, Aug. 7, 1998, 112 Stat. 919.)

REFERENCES IN TEXT

Section 1008 of title 18, referred to in subsec.
(d)(2)(A)(i)(I), was repealed by Pub. L. 101–73, title IX,
§ 961(g)(1), Aug. 9, 1989, 103 Stat. 500.

AMENDMENTS

1998—Subsec. (b)(1). Pub. L. 105–219, § 202(1), sub-
stituted ‘‘Except as provided in paragraph (2), no in-
sured credit union shall, without the prior approval of
the Board’’ for ‘‘Except with the prior written approval
of the Board, no insured credit union shall’’.

Subsec. (b)(2), (3). Pub. L. 105–219, § 202(2), (3), added
par. (2) and redesignated former par. (2) as (3).

1994—Subsec. (d). Pub. L. 103–322 amended heading
and text of subsec. (d) generally. Prior to amendment,
text read as follows:

‘‘(1) PROHIBITION.—Except with the prior written con-
sent of the Board—

‘‘(A) any person who has been convicted of any
criminal offense involving dishonesty or a breach of
trust may not participate, directly or indirectly, in
any manner in the conduct of the affairs of an in-
sured credit union; and

‘‘(B) an insured credit union may not permit such
participation.
‘‘(2) PENALTY.—Whoever knowingly violates para-

graph (1) shall be fined not more than $1,000,000 for each
day such prohibition is violated or imprisoned for not
more than 5 years, or both.’’

1989—Subsec. (d). Pub. L. 101–73 amended subsec. (d)
generally. Prior to amendment, subsec. (d) read as fol-
lows: ‘‘Except with the written consent of the Board, no
person shall serve as a director, officer, committee
member, or employee of an insured credit union who
has been convicted, or who is hereafter convicted, of
any criminal offense involving dishonesty or a breach
of trust. For each willful violation of this prohibition,
the credit union involved shall be subject to a penalty
of not more than $100 for each day this prohibition is
violated, which the Board may recover for its use.’’

1987—Pub. L. 100–86 repealed Pub. L. 97–320, § 141. See
1982 Amendment note below.

1982—Subsec. (f)(2). Pub. L. 97–320, § 706(b), inserted
provisions relating to deposits of public funds.

Subsecs. (h), (i). Pub. L. 97–320, § 131, added subsecs.
(h) and (i).

Pub. L. 97–320, § 141(a)(8), which directed that, effec-
tive Oct. 13, 1986, the provisions of law amended by sec-
tion 131 of Pub. L. 97–320 shall be amended to read as
they would without such amendment, was repealed by
Pub. L. 100–86, § 509(a). See Effective and Termination
Dates of 1982 Amendment note and Extension of Emer-
gency Acquisition and Net Worth Guarantee Provisions
of Pub. L. 97–320 note set out under section 1464 of this
title.

1980—Subsec. (f). Pub. L. 96–221, § 305(d), added subsec.
(f).

Subsec. (g). Pub. L. 96–221, § 523, added subsec. (g).
1978—Pub. L. 95–630 substituted ‘‘Board’’ for ‘‘Admin-

istrator’’ wherever appearing, and ‘‘its’’ for ‘‘his’’
where appropriate.

EFFECTIVE DATE OF 1980 AMENDMENT

Enactment of subsec. (f) by Pub. L. 96–221 effective at
the close of Mar. 31, 1980, see section 306 of Pub. L.
96–221, set out as an Effective Date of 1980 Amendment
note under section 371a of this title.

Section 525 of Pub. L. 96–221 provided that: ‘‘The
amendments made by sections 521 through 523 of this
title [amending this section and enacting sections 1730g
and 1831d of this title] shall apply only with respect to

loans made in any State during the period beginning on
April 1, 1980, and ending on the date, on or after April
1, 1980, on which such State adopts a law or certifies
that the voters of such State have voted in favor of any
provision, constitutional or otherwise, which states ex-
plicitly and by its terms that such State does not want
the amendments made by such sections to apply with
respect to loans made in such State, except that such
amendments shall apply to a loan made on or after the
date such law is adopted or such certification is made
if such loan is made pursuant to a commitment to
make such loan which was entered into on or after
April 1, 1980, and prior to the date on which such law
is adopted or such certification is made.’’

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

TRANSFER OF FUNCTIONS

Federal Savings and Loan Insurance Corporation
abolished and functions transferred, see sections 401 to
406 of Pub. L. 101–73, set out as a note under section 1437
of this title.

EXTENSION OF EMERGENCY ACQUISITION AND NET
WORTH GUARANTEE PROVISIONS OF PUB. L. 97–320

No amendment made by section 141(a) of Pub. L.
97–320, set out as a note under section 1464 of this title,
as in effect before Aug. 10, 1987, to any other provision
of law to be deemed to have taken effect before such
date and any such provision of law to be in effect as if
no such amendment had been made before such date,
see section 509(c) of Pub. L. 100–86, set out as a note
under section 1464 of this title.

No amendment made by section 141(a) of Pub. L.
97–320, set out as a note under section 1464 of this title,
as in effect on the day before Oct. 8, 1986, to any other
provision of law to be deemed to have taken effect be-
fore such date and any such provision of law to be in ef-
fect as if no such amendment had taken effect before
such date, see section 1(c) of Pub. L. 99–452, set out as
a note under section 1464 of this title.

Section 141(a) of Pub. L. 97–320, set out as a note
under section 1464 of this title, as in effect on the day
after Aug. 27, 1986, applicable as if included in Pub. L.
97–320 on Oct. 15, 1982, with no amendment made by
such section to any other provision of law to be deemed
to have taken effect before Aug. 27, 1986, and any such
provision of law to be in effect as if no such amendment
had taken effect before Aug. 27, 1986, see section 1(c) of
Pub. L. 99–400, set out as a note under section 1464 of
this title.

DEFINITION OF ‘‘STATE’’

For purposes of subsec. (g) of this section, the term
‘‘State’’ to include the several States, the Common-
wealth of Puerto Rico, the District of Columbia, Guam,
the Trust Territories of the Pacific Islands, the North-
ern Mariana Islands, and the Virgin Islands, see section
527 of Pub. L. 96–221, set out as a note under section
1735f–7a of this title.

CHOICE OF HIGHEST APPLICABLE INTEREST RATE

In any case in which one or more provisions of, or
amendments made by, title V of Pub. L. 96–221, section
1735f–7 of this title, or any other provisions of law, in-
cluding section 85 of this title, apply with respect to
the same loan, mortgage, credit sale, or advance, such
loan, mortgage, credit sale, or advance may be made at
the highest applicable rate, see section 528 of Pub. L.
96–221, set out as a note under section 1735f–7a of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1757 of this title.
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§ 1786. Termination of insured credit union
status; cease and desist orders; removal or
suspension from office; procedure

(a) Termination of insurance
(1) Any insured credit union other than a Fed-

eral credit union may, upon not less than ninety
days’ written notice to the Board and upon the
affirmative vote of a majority of its members
within one year prior to the giving of such no-
tice, terminate its status as an insured credit
union.

(2) Any insured credit union, other than a Fed-
eral credit union, which has obtained a new cer-
tificate of insurance from a corporation author-
ized and duly licensed to insure member ac-
counts may upon not less than ninety days’
written notice to the Board convert from status
as an insured credit union under this chapter:
Provided, That at the time of giving notice to
the Board the provisions of paragraph (b)(1) of
this section are not being invoked against the
credit union.

(b) Unsound condition of credit union; notice to
correct condition; hearing; judicial review

(1) Whenever, in the opinion of the Board, any
insured credit union is engaging or has engaged
in unsafe or unsound practices in conducting the
business of such credit union, or is in an unsafe
or unsound condition to continue operations as
an insured credit union, or is violating or has
violated an applicable law, rule, regulation,
order, or any condition imposed in writing by
the Board in connection with the granting of
any application or other request by the credit
union, or is violating or has violated any writ-
ten agreement entered into with the Board, the
Board shall serve upon the credit union a state-
ment with respect to such practices or condi-
tions or violations for the purpose of securing
the correction thereof. In the case of an insured
State-chartered credit union, the Board shall
send a copy of such statement to the commis-
sion, board, or authority, if any, having super-
vision of such credit union. Unless such correc-
tion shall be made within one hundred and twen-
ty days after service of such statement, or with-
in such shorter period of not less than twenty
days after such service as the Board shall re-
quire in any case where it determines that the
insurance risk with respect to such credit union
could be unduly jeopardized by further delay in
the correction of such practices or conditions or
violations, or as the commission, board, or au-
thority having supervision of such credit union,
if any, shall require in the case of an insured
State-chartered credit union, the Board, if it
shall determine to proceed further, shall give to
the credit union not less than thirty days’ writ-
ten notice of its intention to terminate the
status of the credit union as an insured credit
union. Such notice shall contain a statement of
the facts constituting the alleged unsafe and un-
sound practices or conditions or violations and
shall fix a time and place for a hearing thereon.
Such hearing shall be fixed for a date not earlier
than thirty days nor later than sixty days after
service of such notice unless an earlier or a later
date is set by the Board at the request of the
credit union. Unless the credit union shall ap-

pear at the hearing by a duly authorized rep-
resentative, it shall be deemed to have con-
sented to the termination of its status as an in-
sured credit union. In the event of such consent,
or if upon the record made at any such hearing
the Board shall find that any unsafe or unsound
practice or condition or violation specified in
the notice has been established and has not been
corrected within the time above-prescribed in
which to make such correction, the Board may
issue and serve upon the credit union an order
terminating its status as an insured credit union
on a date subsequent to the date of such finding
and subsequent to the expiration of the time
specified in the notice.

(2) Any credit union whose insured status has
been terminated by order of the Board under
this subsection shall have the right of judicial
review of such order only to the same extent as
provided for the review of orders under sub-
section (j) of this section.
(c) Notice to members of termination of insured

status
In the event of the termination of a credit

union’s status as an insured credit union as pro-
vided under subsection (a)(1) or (b) of this sec-
tion, the credit union shall give prompt and rea-
sonable notice to all of its members whose ac-
counts are insured that it has ceased to be an in-
sured credit union. It may include in such notice
a statement of the fact that member accounts
insured on the effective date of such termi-
nation, to the extent not withdrawn, remain in-
sured for one year from the date of such termi-
nation, but it shall not further represent itself
in any manner as an insured credit union. In the
event of failure to give the notice as herein pro-
vided to members whose accounts are insured,
the Board is authorized to give reasonable no-
tice.
(d) Continuation of insurance for one year; ap-

proval of conversion of status; procedure
subsequent to approval; reduction of pre-
mium charges

(1) After the termination of the insured status
of any credit union as provided under subsection
(a)(1) or (b) of this section, insurance of its
member accounts to the extent that they were
insured on the effective date of such termi-
nation, less any amounts thereafter withdrawn
which reduce the accounts below the amount
covered by insurance on the effective date of
such termination, shall continue for a period of
one year, but no shares issued by the credit
union or deposits made after the date of such
termination shall be insured by the Board. The
credit union shall continue to maintain its de-
posit with and pay premiums to the Board dur-
ing such period as in the case of an insured cred-
it union and the Board shall have the right to
examine such credit union from time to time
during the period during which such insurance
continues. Such credit union shall, in all other
respects, be subject to the duties and obligations
of an insured credit union for the period of one
year from the date of such termination. In the
event that such credit union shall be closed for
liquidation within such period of one year, the
Board shall have the same powers and rights
with respect to such credit union as in the case
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of an insured credit union. Notwithstanding the
above, when an insured credit union’s insured
status is terminated and the credit union subse-
quently obtains comparable insurance coverage
from another source, insurance of its accounts
by the fund may cease immediately upon the ef-
fective date of such comparable coverage by mu-
tual consent of the credit union and the Board.

(2) No credit union shall convert from status
as an insured credit union under this chapter as
provided under subsection (a)(2) of this section
until the proposition for such conversion has
been approved by a majority of all the directors
of the credit union, and by affirmative vote of a
majority of the members of the credit union who
vote on the proposition in a vote in which at
least 20 per centum of the total membership of
the credit union participates. Following ap-
proval by the directors, written notice of the
proposition and of the date set for the member-
ship vote shall be delivered in person to each
member, or mailed to each member at the ad-
dress for such member appearing on the records
of the credit union, not more than thirty nor
less than seven days prior to such date. The
membership shall be given the opportunity to
vote by mail ballot. If the proposition is ap-
proved by the membership, prompt and reason-
able notice of insurance conversion shall be
given to all members.

(3) In the event of a conversion of a credit
union from status as an insured credit union
under this chapter as provided under subsection
(a)(2) of this section, premium charges payable
under section 1782(c) of this title shall be re-
duced by an amount proportionate to the num-
ber of calendar months for which the converting
credit union will no longer be insured under this
chapter. As long as a converting credit union re-
mains insured under this chapter it shall remain
subject to all of the provisions of this sub-
chapter.
(e) Opinion of Board as to unsound condition of

credit union; notice of charges; hearing;
order to cease and desist; judicial review

(1) If, in the opinion of the Board, any insured
credit union, credit union which has insured ac-
counts, or any institution-affiliated party is en-
gaging or has engaged, or the Board has reason-
able cause to believe that the credit union or
any institution-affiliated party is about to en-
gage, in an unsafe or unsound practice in con-
ducting the business of such credit union, or is
violating or has violated, or the Board has rea-
sonable cause to believe that the credit union or
any institution-affiliated party is about to vio-
late, a law, rule, or regulation, or any condition
imposed in writing by the Board in connection
with the granting of any application or other re-
quest by the credit union or any written agree-
ment entered into with the Board, the Board
may issue and serve upon the credit union or
such party a notice of charges in respect there-
of. The notice shall contain a statement of the
facts constituting the alleged violation or viola-
tions or the unsafe or unsound practice or prac-
tices, and shall fix a time and place at which a
hearing will be held to determine whether an
order to cease and desist therefrom should issue
against the credit union or the institution-affili-

ated party. Such hearing shall be fixed for a
date not earlier than thirty days nor later than
sixty days after service of such notice unless an
earlier or a later date is set by the Board at the
request of any party so served. Unless the party
or parties so served shall appear at the hearing
by a duly authorized representative, they shall
be deemed to have consented to the issuance of
the cease-and-desist order. In the event of such
consent, or if upon the record made at any such
hearing, the Board shall find that any violation
or unsafe or unsound practice specified in the
notice of charges has been established, the
Board may issue and serve upon the credit union
or the institution-affiliated party an order to
cease and desist from any such violation or
practice. Such order may, by provisions which
may be mandatory or otherwise, require the
credit union or its institution-affiliated parties
to cease and desist from the same, and, further,
to take affirmative action to correct the condi-
tions resulting from any such violation or prac-
tice.

(2) A cease-and-desist order shall become effec-
tive at the expiration of thirty days after the
service of such order upon the credit union or
other person concerned (except in the case of a
cease-and-desist order issued upon consent,
which shall become effective at the time speci-
fied therein), and shall remain effective and en-
forceable as provided therein, except to such ex-
tent as it is stayed, modified, terminated, or set
aside by action of the Board or a reviewing
court.

(3) AFFIRMATIVE ACTION TO CORRECT CONDITIONS
RESULTING FROM VIOLATIONS OR PRACTICES.—The
authority to issue an order under this sub-
section and subsection (f) of this section which
requires an insured credit union or any institu-
tion-affiliated party to take affirmative action
to correct any conditions resulting from any
violation or practice with respect to which such
order is issued includes the authority to require
such insured credit union or such party to—

(A) make restitution or provide reimburse-
ment, indemnification, or guarantee against
loss if—

(i) such credit union or such party was un-
justly enriched in connection with such vio-
lation or practice; or

(ii) the violation or practice involved a
reckless disregard for the law or any appli-
cable regulations or prior order of the Board;

(B) restrict the growth of the institution;
(C) rescind agreements or contracts;
(D) dispose of any loan or asset involved; and
(E) employ qualified officers or employees

(who may be subject to approval by the Board
at the direction of such Board); and

(F) take such other action as the Board de-
termines to be appropriate.

(4) AUTHORITY TO LIMIT ACTIVITIES.—The au-
thority to issue an order under this subsection
or subsection (f) of this section includes the au-
thority to place limitations on the activities or
functions of an insured credit union or any insti-
tution-affiliated party.
(f) Temporary cease and desist order; injunctive

procedure
(1) Whenever the Board shall determine that

the violation or threatened violation or the un-
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safe or unsound practice or practices, specified
in the notice of charges served upon the credit
union or any institution-affiliated party pursu-
ant to paragraph (1) of subsection (e) of this sec-
tion, or the continuation thereof, is likely to
cause insolvency or significant dissipation of as-
sets or earnings of the credit union, or is likely
to weaken the condition of the credit union or
otherwise prejudice the interests of its insured
members prior to the completion of the proceed-
ings conducted pursuant to paragraph (1) of sub-
section (e) of this section, the Board may issue
a temporary order requiring the credit union or
such party to cease and desist from any such
violation or practice and to take affirmative ac-
tion to prevent such insolvency, dissipation,
condition, or prejudice pending completion of
such proceedings. Such order may include any
requirement authorized under subsection
(e)(3)(B) of this section. Such order shall become
effective upon service upon the credit union or
such institution-affiliated party and, unless set
aside, limited, or suspended by a court in pro-
ceedings authorized by paragraph (2) of this sub-
section, shall remain effective and enforceable
pending the completion of the administrative
proceedings pursuant to such notice and until
such time as the Administration shall dismiss
the charges specified in such notice, or if a
cease-and-desist order is issued against the cred-
it union or such party, until the effective date of
such order.

(2) Within ten days after the credit union con-
cerned or any institution-affiliated party has
been served with a temporary cease-and-desist
order, the credit union or such party may apply
to the United States district court for the judi-
cial district in which the home office of the
credit union is located, or the United States Dis-
trict Court for the District of Columbia, for an
injunction setting aside, limiting, or suspending
the enforcement, operation, or effectiveness of
such order pending the completion of the admin-
istrative proceedings pursuant to the notice of
charges served upon the credit union or such
party under paragraph (1) of subsection (e) of
this section, and such court shall have jurisdic-
tion to issue such injunction.

(3) INCOMPLETE OR INACCURATE RECORDS.—
(A) TEMPORARY ORDER.—If a notice of

charges served under subsection (e)(1) of this
section specifies, on the basis of particular
facts and circumstances, that an insured cred-
it union’s books and records are so incomplete
or inaccurate that the Board is unable,
through the normal supervisory process, to de-
termine the financial condition of that insured
credit union or the details or purpose of any
transaction or transactions that may have a
material effect on the financial condition of
that insured credit union, the Board may issue
a temporary order requiring—

(i) the cessation of any activity or practice
which gave rise, whether in whole or in part,
to the incomplete or inaccurate state of the
books or records; or

(ii) affirmative action to restore such
books or records to a complete and accurate
state, until the completion of the proceed-
ings under subsection (e)(1) of this section.

(B) EFFECTIVE PERIOD.—Any temporary order
issued under subparagraph (A)—

(i) shall become effective upon service; and
(ii) unless set aside, limited, or suspended

by a court in proceedings under paragraph
(2), shall remain in effect and enforceable
until the earlier of—

(I) the completion of the proceeding ini-
tiated under subsection (e)(1) of this sec-
tion in connection with the notice of
charges; or

(II) the date the Board determines, by
examination or otherwise, that the insured
credit union’s books and records are accu-
rate and reflect the financial condition of
the credit union.

(4) In the case of violation or threatened viola-
tion of, or failure to obey, a temporary cease-
and-desist order, the Board may apply to the
United States district court, or the United
States court of any territory, within the juris-
diction of which the principal office of the credit
union is located for an injunction to enforce
such order, and, if the court shall determine
that there has been such violation or threatened
violation or failure to obey, it shall be the duty
of the court to issue such injunction.
(g) Removal and prohibition authority

(1) AUTHORITY TO ISSUE ORDER.—Whenever the
Board determines that—

(A) any institution-affiliated party has, di-
rectly or indirectly—

(i) violated—
(I) any law or regulation;
(II) any cease-and-desist order which has

become final;
(III) any condition imposed in writing by

the Board in connection with the grant of
any application or other request by such
credit union; or

(IV) any written agreement between
such credit union and the Board;

(ii) engaged or participated in any unsafe
or unsound practice in connection with any
insured credit union or business institution;
or

(iii) committed or engaged in any act,
omission, or practice which constitutes a
breach of such party’s fiduciary duty;

(B) by reason of the violation, practice, or
breach described in any clause of subpara-
graph (A)—

(i) such insured credit union or business
institution has suffered or will probably suf-
fer financial loss or other damage;

(ii) the interests of the insured credit
union’s members have been or could be prej-
udiced; or

(iii) such party has received financial gain
or other benefit by reason of such violation,
practice or breach; and

(C) such violation, practice, or breach—
(i) involves personal dishonesty on the

part of such party; or
(ii) demonstrates such party’s unfitness to

serve as a director or officer of, or to other-
wise participate in the conduct of the affairs
of, an insured credit union,

the Board may serve upon such party a written
notice of the Board’s intention to remove such
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party from office or to prohibit any further par-
ticipation, by such party, in any manner in the
conduct of the affairs of any insured credit
union.

(2) SPECIFIC VIOLATIONS.—
(A) IN GENERAL.—Whenever the Board deter-

mines that—
(i) an institution-affiliated party has com-

mitted a violation of any provision of sub-
chapter II of chapter 53 of title 31, unless
such violation was inadvertent or uninten-
tional;

(ii) an officer or director of an insured
credit union has knowledge that an institu-
tion-affiliated party of the insured credit
union has violated any such provision or any
provision of law referred to in subsection
(i)(1)(A)(ii) of this section; or

(iii) an officer or director of an insured
credit union has committed any violation of
the Depository Institution Management
Interlocks Act [12 U.S.C. 3201 et seq.],

the Board may serve upon such party, officer,
or director a written notice of the Board’s in-
tention to remove such officer or director
from office.

(B) FACTORS TO BE CONSIDERED.—In deter-
mining whether an officer or director should
be removed as a result of the application of
subparagraph (A)(ii), the Board shall consider
whether the officer or director took appro-
priate action to stop, or to prevent the recur-
rence of, a violation described in such subpara-
graph.

(3) SUSPENSION ORDER.—
(A) SUSPENSION OR PROHIBITION AUTHOR-

IZED.—If the Board serves written notice under
paragraph (1) or (2) to any institution-affili-
ated party of the Board’s intention to issue an
order under such paragraph, the Board may
suspend such party from office or prohibit
such party from further participation in any
manner in the conduct of the affairs of the in-
stitution, if the Board—

(i) determines that such action is nec-
essary for the protection of the credit union
or the interests of the credit union’s mem-
bers; and

(ii) serves such person with written notice
of the suspension order.

(B) EFFECTIVE PERIOD.—Any suspension
order issued under subparagraph (A)—

(i) shall become effective upon service; and
(ii) unless a court issues a stay of such

order under paragraph (6), shall remain in ef-
fect and enforceable until—

(I) the date the Board dismisses the
charges contained in the notice served
under paragraph (1) or (2) with respect to
such party; or

(II) the effective date of an order issued
by the Board to such person under para-
graph (1) or (2).

(C) COPY OF ORDER.—If the Board issues a
suspension order under subparagraph (A) to
any institution-affiliated party, the Board
shall serve a copy of such order on any insured
credit union with which such party is associ-
ated at the time such order is issued.

(4) A notice of intention to remove a director,
committee member, officer, or other person
from office or to prohibit his participation in
the conduct of the affairs of an insured credit
union, shall contain a statement of the facts
constituting grounds therefor, and shall fix a
time and place at which a hearing will be held
thereon. Such hearing shall be fixed for a date
not earlier than thirty days nor later than sixty
days after the date of service of such notice, un-
less an earlier or a later date is set by the Board
at the request of (A) such director, committee
member, or officer or other person, and for good
cause shown, or (B) the Attorney General of the
United States. Unless such director, committee
member, officer, or other person shall appear at
the hearing in person or by a duly authorized
representative, he shall be deemed to have con-
sented to the issuance of an order of such re-
moval or prohibition. In the event of such con-
sent, or if upon the record made at any such
hearing the Board shall find that any of the
grounds specified in such notice have been es-
tablished, the Board may issue such orders of
suspension or removal from office, or prohibi-
tion from participation in the conduct of the af-
fairs of the credit union, as it may deem appro-
priate. Any such order shall become effective at
the expiration of thirty days after service upon
such credit union and the director, committee
member, officer, or other person concerned (ex-
cept in the case of an order issued upon consent,
which shall become effective at the time speci-
fied therein). Such order shall remain effective
and enforceable except to such extent as it is
stayed, modified, terminated, or set aside by ac-
tion of the Board or a reviewing court.

(5) PROHIBITION OF CERTAIN SPECIFIC ACTIVI-
TIES.—Any person subject to an order issued
under this subsection shall not—

(A) participate in any manner in the conduct
of the affairs of any institution or agency
specified in paragraph (7)(A);

(B) solicit, procure, transfer, attempt to
transfer, vote, or attempt to vote any proxy,
consent, or authorization with respect to any
voting rights in any institution described in
subparagraph (A);

(C) violate any voting agreement previously
approved by the appropriate Federal banking
agency; or

(D) vote for a director, or serve or act as an
institution-affiliated party.

(6) Within ten days after any director, officer,
committee member, or other person has been
suspended from office and/or prohibited from
participation in the conduct of the affairs of an
insured credit union under paragraph (3) of this
subsection, such director, officer, committee
member, or other person may apply to the
United States district court for the judicial dis-
trict in which the principal office of the credit
union is located, or the United States District
Court for the District of Columbia, for a stay of
such suspension and/or prohibition pending the
completion of the administrative proceedings
pursuant to the notice served upon such direc-
tor, officer, committee member, or other person
under paragraph (1) or (2) of this subsection, and
such court shall have jurisdiction to stay such
suspension and/or prohibition.
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(7) INDUSTRYWIDE PROHIBITION.—
(A) IN GENERAL.—Except as provided in sub-

paragraph (B), any person who, pursuant to an
order issued under this subsection or sub-
section (i) of this section, has been removed or
suspended from office in an insured credit
union or prohibited from participating in the
conduct of the affairs of an insured credit
union may not, while such order is in effect,
continue or commence to hold any office in, or
participate in any manner in the conduct of
the affairs of—

(i) any insured depository institution;
(ii) any institution treated as an insured

bank under paragraph (3) or (4) of section
1818(b) of this title, or as a savings associa-
tion under section 1818(b)(8) 1 of this title;

(iii) any insured credit union;
(iv) any institution chartered under the

Farm Credit Act of 1971 [12 U.S.C. 2001 et
seq.];

(v) any appropriate Federal depository in-
stitution regulatory agency;

(vi) the Federal Housing Finance Board
and any Federal home loan bank; and

(vii) the Resolution Trust Corporation.

(B) EXCEPTION IF AGENCY PROVIDES WRITTEN
CONSENT.—If, on or after the date an order is
issued under this subsection which removes or
suspends from office any institution-affiliated
party or prohibits such party from participat-
ing in the conduct of the affairs of an insured
credit union, such party receives the written
consent of—

(i) the Board; and
(ii) the appropriate Federal financial insti-

tutions regulatory agency of the institution
described in any clause of subparagraph (A)
with respect to which such party proposes to
become an institution-affiliated party,

subparagraph (A) shall, to the extent of such
consent, cease to apply to such party with re-
spect to the institution described in each writ-
ten consent. If any person receives such a
written consent from the Board, the Board
shall publicly disclose such consent. If the
agency referred to in clause (ii) grants such a
written consent, such agency shall report such
action to the Board and publicly disclose such
consent.

(C) VIOLATION OF PARAGRAPH TREATED AS VIO-
LATION OF ORDER.—Any violation of subpara-
graph (A) by any person who is subject to an
order described in such subparagraph shall be
treated as a violation of the order.

(D) ‘‘APPROPRIATE FEDERAL FINANCIAL INSTI-
TUTIONS REGULATORY AGENCY’’ DEFINED.—For
purposes of this paragraph and subsection (1),2
the term ‘‘appropriate Federal financial insti-
tutions regulatory agency’’ means—

(i) the appropriate Federal banking agen-
cy, as provided in section 1813(q) of this
title;

(ii) the Farm Credit Administration, in the
case of an institution chartered under the
Farm Credit Act of 1971 [12 U.S.C. 2001 et
seq.];

(iii) the National Credit Union Adminis-
tration Board, in the case of an insured cred-
it union (as defined in section 1752(7) of this
title);

(iv) the Secretary of the Treasury, in the
case of the Federal Housing Finance Board
and any Federal home loan bank; and

(v) the Thrift Depositor Protection Over-
sight Board, in the case of the Resolution
Trust Corporation.

(E) CONSULTATION BETWEEN AGENCIES.—The
agencies referred to in clauses (i) and (ii) of
subparagraph (B) shall consult with each other
before providing any written consent described
in subparagraph (B).

(F) APPLICABILITY.—This paragraph shall
only apply to a person who is an individual,
unless the Board specifically finds that it
should apply to a corporation, firm, or other
business enterprise.

(h) Board�s appointment of conservator; con-
sultation with State; authority

(1) The Board may, ex parte without notice, ap-
point itself or another (including, in the case of
a State-chartered insured credit union, the
State official having jurisdiction over the credit
union) as conservator and immediately take
possession and control of the business and assets
of any insured credit union in any case in
which—

(A) the Board determines that such action is
necessary to conserve the assets of any in-
sured credit union or to protect the Fund or
the interests of the members of such insured
credit union;

(B) an insured credit union, by a resolution
of its board of directors, consents to such an
action by the Board;

(C) the Attorney General notifies the Board
in writing that an insured credit union has
been found guilty of a criminal offense under
section 1956 or 1957 of title 18 or section 5322 or
5324 of title 31;

(D) there is a willful violation of a cease-
and-desist order which has become final;

(E) there is concealment of books, papers,
records, or assets of the credit union or refusal
to submit books, papers, records, or affairs of
the credit union for inspection to any exam-
iner or to any lawful agent of the Board;

(F) the credit union is significantly under-
capitalized, as defined in section 1790d of this
title, and has no reasonable prospect of becom-
ing adequately capitalized, as defined in sec-
tion 1790d of this title; or

(G) the credit union is critically under-
capitalized, as defined in section 1790d of this
title.

(2)(A) Except as provided in subparagraph (C),
in the case of a State-chartered insured credit
union, the authority conferred by paragraph (1)
shall not be exercised without the written ap-
proval of the State official having jurisdiction
over the State-chartered credit union that the
grounds specified for such exercise exist.

(B) If such approval has not been received by
the Board within 30 days of receipt of notice by
the State that the Board has determined such
grounds exist, and the Board has responded in
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writing to the State’s written reasons, if any,
for withholding approval, then the Board may
proceed without State approval only by a unani-
mous vote of the Board.

(C) In the case of a State-chartered insured
credit union, the authority conferred by sub-
paragraphs (F) and (G) of paragraph (1) may not
be exercised unless the Board has complied with
section 1790d(l) of this title.

(3) Not later than ten days after the date on
which the Board takes possession and control of
the business and assets of an insured credit
union pursuant to paragraph (1), such insured
credit union may apply to the United States dis-
trict court for the judicial district in which the
principal office of such insured credit union is
located or the United States District Court for
the District of Columbia, for an order requiring
the Board to show cause why it should not be
enjoined from continuing such possession and
control. Except as provided in this paragraph, no
court may take any action, except at the re-
quest of the Board by regulation or order, to re-
strain or affect the exercise of powers or func-
tions of the Board as conservator.

(4) Except as provided in paragraph (3), in the
case of a Federal credit union, the Board may
maintain possession and control of the business
and assets of such credit union and may operate
such credit union until such time—

(A) as the Board shall permit such credit
union to continue business subject to such
terms and conditions as may be imposed by
the Board; or

(B) as such credit union is liquidated in ac-
cordance with the provisions of section 1787 of
this title.

(5) Except as provided in paragraph (3), in the
case of an insured State-chartered credit union,
the Board may maintain possession and control
of the business and assets of such credit union
and may operate such credit union until such
time—

(A) as the Board shall permit such credit
union to continue business, subject to such
terms and conditions as may be imposed by
the Board;

(B) as the Board shall permit the transfer of
possession and control of such credit union to
any commission, board, or authority which
has supervisory authority over such credit
union and which is authorized by State law to
operate such credit union; or

(C) as such credit union is liquidated in ac-
cordance with the provisions of section 1787 of
this title.

(6) The Board may appoint such agents as it
considers necessary in order to assist the Board
in carrying out its duties as a conservator under
this subsection.

(7) All expenses incurred by the Board in exer-
cising its authority under this subsection with
respect to any credit union shall be paid out of
the assets of such credit union.

(8) The conservator shall have all the powers
of the members, the directors, the officers, and
the committees of the credit union and shall be
authorized to operate the credit union in its own
name or to conserve its assets in the manner
and to the extent authorized by the Board.

(9) The authority granted by this subsection is
in addition to all other authority granted to the
Board under this chapter.
(i) Suspension or removal of institution-affiliated

party charged with crime
(1) SUSPENSION OR PROHIBITION AUTHORIZED.—

(A) IN GENERAL.—Whenever any institution-
affiliated party is charged in any information,
indictment, or complaint, with the commis-
sion of or participation in—

(i) a crime involving dishonesty or breach
of trust which is punishable by imprison-
ment for a term exceeding one year under
State or Federal law, or

(ii) a criminal violation of section 1956,
1957, or 1960 of title 18 or section 5322 or 5324
of title 31,

the Board may, if continued service or partici-
pation by such party may pose a threat to the
interests of the credit union’s members or
may threaten to impair public confidence in
the credit union, by written notice served
upon such party, suspend such party from of-
fice or prohibit such party from further par-
ticipation in any manner in the conduct of the
affairs of the credit union.

(B) PROVISIONS APPLICABLE TO NOTICE.—
(i) COPY.—A copy of any notice under sub-

paragraph (A) shall also be served upon the
credit union.

(ii) EFFECTIVE PERIOD.—A suspension or
prohibition under subparagraph (A) shall re-
main in effect until the information, indict-
ment, or complaint referred to in such sub-
paragraph is finally disposed of or until ter-
minated by the Board.

(C) REMOVAL OR PROHIBITION.—
(i) IN GENERAL.—If a judgment of convic-

tion or an agreement to enter a pretrial di-
version or other similar program is entered
against an institution-affiliated party in
connection with a crime described in sub-
paragraph (A)(i), at such time as such judg-
ment is not subject to further appellate re-
view, the Board may, if continued service or
participation by such party may pose a
threat to the interests of the credit union’s
members or may threaten to impair public
confidence in the credit union, issue and
serve upon such party an order removing
such party from office or prohibiting such
party from further participation in any man-
ner in the conduct of the affairs of the credit
union without the prior written consent of
the Board.

(ii) REQUIRED FOR CERTAIN OFFENSES—In
the case of a judgment of conviction or
agreement against an institution-affiliated
party in connection with a violation de-
scribed in subparagraph (A)(ii), the Board
shall issue and serve upon such party an
order removing such party from office or
prohibiting such party from further partici-
pation in any manner in the conduct of the
affairs of the credit union without the prior
written consent of the Board.

(D) PROVISIONS APPLICABLE TO ORDER.—
(i) COPY.—A copy of any order under sub-

paragraph (C) shall also be served upon such
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credit union, whereupon such party (if a di-
rector or an officer) shall cease to be a direc-
tor or officer of such credit union.

(ii) EFFECT OF ACQUITTAL.—A finding of not
guilty or other disposition of the charge
shall not preclude the Board from institut-
ing proceedings after such finding or disposi-
tion to remove such party from office or to
prohibit further participation in credit
union affairs, pursuant to paragraph (1), (2),
or (3) of subsection (g) of this section.

(iii) EFFECTIVE PERIOD.—Any notice of sus-
pension or order of removal issued under this
paragraph shall remain effective and out-
standing until the completion of any hearing
or appeal authorized under paragraph (3) un-
less terminated by the Board.

(2) If at any time, because of the suspension of
one or more directors pursuant to this section,
there shall be on the board of directors of a Fed-
eral credit union less than a quorum of directors
not so suspended, all powers and functions vest-
ed in or exercisable by such board shall vest in
and be exercisable by the director or directors
on the board not so suspended, until such time
as there shall be a quorum of the board of direc-
tors. In the event all of the directors of a Fed-
eral credit union are suspended pursuant to this
section, the Board shall appoint persons to serve
temporarily as directors in their place and stead
pending the termination of such suspensions, or
until such time as those who have been sus-
pended cease to be directors of the credit union
and their respective successors have been elect-
ed by the members at an annual or special meet-
ing and have taken office. Directors appointed
temporarily by the Board shall, within thirty
days following their appointment, call a special
meeting for the election of new directors, unless
during the thirty-day period (A) the regular an-
nual meeting is scheduled, or (B) the suspen-
sions giving rise to the appointment of tem-
porary directors are terminated.

(3) Within thirty days from service of any no-
tice of suspension or order of removal issued
pursuant to paragraph (1) of this subsection, the
institution-affiliated party concerned may re-
quest in writing an opportunity to appear before
the Board to show that the continued service to
or participation in the conduct of the affairs of
the credit union by such party does not, or is
not likely to, pose a threat to the interests of
the credit union’s members or threaten to im-
pair public confidence in the credit union. Upon
receipt of any such request, the Board shall fix
a time (not more than thirty days after receipt
of such request, unless extended at the request
of such party) and place at which such party
may appear, personally or through counsel, be-
fore the Board or its designee to submit written
materials (or, at the discretion of the Board,
oral testimony) and oral argument. Within sixty
days of such hearing, the Board shall notify such
party whether the suspension or prohibition
from participation in any manner in the conduct
of the affairs of the credit union will be con-
tinued, terminated or otherwise modified, or
whether the order removing such party from of-
fice or prohibiting such party from further par-
ticipation in any manner in the conduct of the
affairs of the credit union will be rescinded or

otherwise modified. Such notification shall con-
tain a statement of the basis for the Board’s de-
cision, if adverse to such party. The Board is au-
thorized to prescribe such rules as may be nec-
essary to effectuate the purposes of this sub-
section.
(j) Jurisdiction of hearing; procedure; judicial

review
(1) Any hearing provided for in this section

(other than the hearing provided for in sub-
section (i)(3) of this section) shall be held in the
Federal judicial district or in the territory in
which the principal office of the credit union is
located, unless the party afforded the hearing
consents to another place, and shall be con-
ducted in accordance with the provisions of
chapter 5 of title 5. After such hearing, and
within ninety days after the Board has notified
the parties that the case has been submitted to
it for final decision, it shall render its decision
(which shall include findings of fact upon which
its decision is predicated) and shall issue and
serve upon each party to the proceeding an order
or orders consistent with the provisions of this
section. Judicial review of any such order shall
be exclusively as provided in this subsection (j).
Unless a petition for review is timely filed in a
court of appeals of the United States, as pro-
vided in paragraph (2) of this subsection, and
thereafter until the record in the proceeding has
been filed as so provided, the Board may at any
time, upon such notice and in such manner as it
may deem proper, modify, terminate, or set
aside any such order. Upon such filing of the
record, the Board may modify, terminate, or set
aside any such order with permission of the
court.

(2) Any party to any proceeding under para-
graph (1) may obtain a review of any order
served pursuant to paragraph (1) of this sub-
section (other than an order issued with the con-
sent of the credit union or the institution-affili-
ated party concerned or an order issued under
subsection (i)(1) of this section) by filing in the
court of appeals of the United States for the cir-
cuit in which the principal office of the credit
union is located, or in the United States Court
of Appeals for the District of Columbia Circuit,
within thirty days after the date of service of
such order, a written petition praying that the
order of the Board be modified, terminated, or
set aside. A copy of such petition shall be forth-
with transmitted by the clerk of the court to
the Board, and thereupon the Board shall file in
the court the record in the proceeding, as pro-
vided in section 2112 of title 28. Upon the filing
of such petition, such court shall have jurisdic-
tion, which upon the filing of the record shall,
except as provided in the last sentence of said
paragraph (1), be exclusive, to affirm, modify,
terminate, or set aside, in whole or in part, the
order of the Board. Review of such proceedings
shall be had as provided in chapter 7 of title 5.
The judgment and decree of the court shall be
final, except that the same shall be subject to
review by the Supreme Court upon certiorari, as
provided in section 1254 of title 28.

(3) The commencement of proceedings for judi-
cial review under paragraph (2) of this sub-
section shall not, unless specifically ordered by
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the court, operate as a stay of any order issued
by the Board.
(k) Jurisdiction and enforcement; penalty

(1) The Board may in its discretion apply to
the United States district court, or the United
States court of any territory within the jurisdic-
tion of which the principal office of the credit
union is located, for the enforcement of any ef-
fective and outstanding notice or order issued
under this section or section 1790d of this title,
and such courts shall have jurisdiction and
power to order and require compliance there-
with. However, except as otherwise provided in
this section or section 1790d of this title, no
court shall have jurisdiction to affect by injunc-
tion or otherwise the issuance or enforcement of
any notice or order under this section or section
1790d of this title or to review, modify, suspend,
terminate, or set aside any such notice or order.

(2) CIVIL MONEY PENALTY.—
(A) FIRST TIER.—Any insured credit union

which, and any institution-affiliated party
who—

(i) violates any law or regulation;
(ii) violates any final order or temporary

order issued pursuant to subsection (e), (f),
(g), (i), or (q) of this section, or any final
order under section 1790d of this title;

(iii) violates any condition imposed in
writing by the Board in connection with the
grant of any application or other request by
such credit union; or

(iv) violates any written agreement be-
tween such credit union and such agency,

shall forfeit and pay a civil penalty of not
more than $5,000 for each day during which
such violation continues.

(B) SECOND TIER.—Notwithstanding subpara-
graph (A), any insured credit union which, and
any institution-affiliated party who—

(i)(I) commits any violation described in
any clause of subparagraph (A);

(II) recklessly engages in an unsafe or un-
sound practice in conducting the affairs of
such credit union; or

(III) breaches any fiduciary duty;
(ii) which violation, practice, or breach—

(I) is part of a pattern of misconduct;
(II) causes or is likely to cause more

than a minimal loss to such credit union;
or

(III) results in pecuniary gain or other
benefit to such party,

shall forfeit and pay a civil penalty of not
more than $25,000 for each day during which
such violation, practice, or breach continues.

(C) THIRD TIER.—Notwithstanding subpara-
graphs (A) and (B), any insured credit union
which, and any institution-affiliated party
who—

(i) knowingly—
(I) commits any violation described in

any clause of subparagraph (A);
(II) engages in any unsafe or unsound

practice in conducting the affairs of such
credit union; or

(III) breaches any fiduciary duty; and

(ii) knowingly or recklessly causes a sub-
stantial loss to such credit union or a sub-

stantial pecuniary gain or other benefit to
such party by reason of such violation, prac-
tice, or breach,

shall forfeit and pay a civil penalty in an
amount not to exceed the applicable maximum
amount determined under subparagraph (D)
for each day during which such violation,
practice, or breach continues.

(D) MAXIMUM AMOUNTS OF PENALTIES FOR ANY
VIOLATION DESCRIBED IN SUBPARAGRAPH (C).—
The maximum daily amount of any civil pen-
alty which may be assessed pursuant to sub-
paragraph (C) for any violation, practice, or
breach described in such subparagraph is—

(i) in the case of any person other than an
insured credit union, an amount to not 3 ex-
ceed $1,000,000; and

(ii) in the case of any insured credit union,
an amount not to exceed the lesser of—

(I) $1,000,000; or
(II) 1 percent of the total assets of such

credit union.

(E) ASSESSMENT.—
(i) WRITTEN NOTICE.—Any penalty imposed

under subparagraph (A), (B), or (C) may be
assessed and collected by the Board by writ-
ten notice.

(ii) FINALITY OF ASSESSMENT.—If, with re-
spect to any assessment under clause (i), a
hearing is not requested pursuant to sub-
paragraph (H) within the period of time al-
lowed under such subparagraph, the assess-
ment shall constitute a final and unappeal-
able order.

(F) AUTHORITY TO MODIFY OR REMIT PEN-
ALTY.—The Board may compromise, modify, or
remit any penalty which such agency may as-
sess or had already assessed under subpara-
graph (A), (B), or (C).

(G) MITIGATING FACTORS.—In determining
the amount of any penalty imposed under sub-
paragraph (A), (B), or (C), the Board shall take
into account the appropriateness of the pen-
alty with respect to—

(i) the size of financial resources and good
faith of the insured credit union or the per-
son charged;

(ii) the gravity of the violation;
(iii) the history of previous violations; and
(iv) such other matters as justice may re-

quire.

(H) HEARING.—The insured credit union or
other person against whom any penalty is as-
sessed under this paragraph shall be afforded
an agency hearing if such institution or person
submits a request for such hearing within 20
days after the issuance of the notice of assess-
ment.

(I) COLLECTION.—
(i) REFERRAL.—If any insured credit union

or other person fails to pay an assessment
after any penalty assessed under this para-
graph has become final, the Board shall re-
cover the amount assessed by action in the
appropriate United States district court.

(ii) APPROPRIATENESS OF PENALTY NOT RE-
VIEWABLE.—In any civil action under clause
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(i), the validity and appropriateness of the
penalty shall not be subject to review.

(J) DISBURSEMENT.—All penalties collected
under authority of this paragraph shall be de-
posited into the Treasury.

(K) ‘‘VIOLATE’’ DEFINED.—For purposes of
this section, the term ‘‘violate’’ includes any
action (alone or with another or others) for or
toward causing, bringing about, participating
in, counseling, or aiding or abetting a viola-
tion.

(L) REGULATIONS.—The Board shall prescribe
regulations establishing such procedures as
may be necessary to carry out this paragraph.

(3) NOTICE UNDER THIS SECTION AFTER SEPARA-
TION FROM SERVICE.—The resignation, termi-
nation of employment or participation, or sepa-
ration of a institution-affiliated party (includ-
ing a separation caused by the closing of an in-
sured credit union) shall not affect the jurisdic-
tion and authority of the Board to issue any no-
tice and proceed under this section against any
such party, if such notice is served before the
end of the 6-year period beginning on the date
such party ceased to be such a party with re-
spect to such credit union (whether such date
occurs before, on, or after August 9, 1989).
(l) Criminal penalty for violation of certain or-

ders
Whoever—

(1) under this chapter, is suspended or re-
moved from, or prohibited from participating
in the affairs of any credit union described in
subsection (g)(5) of this section; and

(2) knowingly participates, directly or indi-
rectly, in any manner (including by engaging
in an activity specifically prohibited in such
an order or in subsection (g)(5) of this section)
in the conduct of the affairs of such a credit
union;

shall be fined not more than $1,000,000, impris-
oned for not more than 5 years, or both.
(m) Definitions

As used in this section (1) the terms ‘‘cease-
and-desist order which has become final’’ and
‘‘order which has become final’’ means a cease-
and-desist order, or an order issued by the Board
with the consent of the credit union or the di-
rector, officer, committee member, or other per-
son concerned, or with respect to which no peti-
tion for review of the action of the Board has
been filed and perfected in a court of appeals as
specified in paragraph (2) of subsection (j) of this
section, or with respect to which the action of
the court in which said petition is so filed is not
subject to further review by the Supreme Court
of the United States in proceedings provided for
in said paragraph, or an order issued under sub-
section (i) of this section, and (2) the term ‘‘vio-
lation’’ includes, without limitation any action
(alone or with another or others) for or toward
causing, bringing about, participating in, coun-
seling, or aiding or abetting a violation.
(n) Notice or order to State board supervising

State-chartered credit union
Any service required or authorized to be made

by the Board under this section may be made by
registered mail or in such other manner reason-

ably calculated to give actual notice as the
Board may by regulation or otherwise provide.
Copies of any notice or order served by the
Board upon any State-chartered credit union or
any director, officer, or committee member
thereof or other person participating in the con-
duct of its affairs, pursuant to the provisions of
this section, shall also be sent to the commis-
sion, board, or authority, if any, having super-
vision of such credit union.
(o) Notice of proceedings to State board super-

vising State-chartered credit union; effect of
corrective action by State board; attack on
validity of notice or order

In connection with any proceeding under sub-
section (e), (f)(1), or (g) of this section involving
an insured State-chartered credit union or any
institution-affiliated party, the Board shall pro-
vide the commission, board, or authority, if any,
having supervision of such credit union, with no-
tice of its intent to institute such a proceeding
and the grounds thereof. Unless within such
time as the Board deems appropriate in the light
of the circumstances of the case (which time
must be specified in the notice prescribed in the
preceding sentence) satisfactory corrective ac-
tion is effectuated by action of such commis-
sion, board, or authority, the Board may proceed
as provided in this section. No credit union or
other party who is the subject of any notice or
order issued by the Board under this section
shall have standing to raise the requirements of
this subsection as ground for attacking the va-
lidity of any such notice or order.
(p) Proceedings; powers of Board; court enforce-

ment of subpenas; witness fees; expenses and
attorneys� fees

In the course of or in connection with any pro-
ceeding under this section or in connection with
any claim for insured deposits or any examina-
tion or investigation under section 1784(b) of
this title, the Board, in conducting the proceed-
ing, examination, or investigation or consider-
ing the claim for insured deposits,,4 or any des-
ignated representative thereof, including any
person designated to conduct any hearing under
this section, shall have the power to administer
oaths and affirmations, to take or cause to be
taken depositions, and to issue, revoke, quash,
or modify subpenas and subpenas duces tecum,
and the Board is empowered to make rules and
regulations with respect to any such proceed-
ings, claims, examinations, or investigations.
The attendance of witnesses and the production
of documents provided for in this subsection
may be required from any place in any State or
in any territory or other place subject to the ju-
risdiction of the United States at any des-
ignated place where such proceeding is being
conducted. Any party to proceedings under this
section may apply to the United States District
Court for the District of Columbia, or the
United States district court for the judicial dis-
trict or the United States court in any territory
in which such proceeding is being conducted, or
where the witness resides or carries on business,
for enforcement of any subpena or subpena
duces tecum issued pursuant to this subsection,
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and such courts shall have jurisdiction and
power to order and require compliance there-
with. Witnesses subpenaed under this section
shall be paid the same fees and mileage that are
paid witnesses in the district courts of the
United States. Any court having jurisdiction of
any proceedings instituted under this section by
an insured credit union or a director, officer, or
committee member thereof may allow to any
such party such reasonable expenses and attor-
neys’ fees as it deems just and proper, and such
expenses and fees shall be paid by the credit
union or from its assets.
(q) Compliance with monetary transaction rec-

ordkeeping and report requirements
(1) Compliance procedures required

The Board shall prescribe regulations requir-
ing insured credit unions to establish and
maintain procedures reasonably designed to
assure and monitor the compliance of such
credit unions with the requirements of sub-
chapter II of chapter 53 of title 31.
(2) Examinations of credit unions to include re-

view of compliance procedures
(A) In general

Each examination of an insured credit
union by the Board shall include a review of
the procedures required to be established
and maintained under paragraph (1).
(B) Exam report requirement

The report of examination shall describe
any problem with the procedures maintained
by the credit union.

(3) Order to comply with requirements
If the Board determines that an insured

credit union—
(A) has failed to establish and maintain

the procedures described in paragraph (1); or
(B) has failed to correct any problem with

the procedures maintained by such credit
union which was previously reported to the
credit union by the Board,

the Board shall issue an order in the manner
prescribed in subsection (e) or (f) of this sec-
tion requiring such credit union to cease and
desist from its violation of this subsection or
regulations prescribed under this subsection.

(r) ��Institution-affiliated party�� defined
For purposes of this chapter, the term ‘‘insti-

tution-affiliated party’’ means—
(1) any committee member, director, officer,

or employee of, or agent for, an insured credit
union;

(2) any consultant, joint venture partner,
and any other person as determined by the
Board (by regulation or on a case-by-case
basis) who participates in the conduct of the
affairs of an insured credit union; and

(3) any independent contractor (including
any attorney, appraiser, or accountant) who
knowingly or recklessly participates in—

(A) any violation of any law or regulation;
(B) any breach of fiduciary duty; or
(C) any unsafe or unsound practice,

which caused or is likely to cause more than
a minimal financial loss to, or a significant
adverse effect on, the insured credit union.

(s) Public disclosure of agency action
(1) In general

The Board shall publish and make available
to the public on a monthly basis—

(A) any written agreement or other writ-
ten statement for which a violation may be
enforced by the Board, unless the Board, in
its discretion, determines that publication
would be contrary to the public interest;

(B) any final order issued with respect to
any administrative enforcement proceeding
initiated by the Board under this section or
any other law; and

(C) any modification to or termination of
any order or agreement made public pursu-
ant to this paragraph.

(2) Hearings
All hearings on the record with respect to

any notice of charges issued by the Board shall
be open to the public, unless the agency, in its
discretion, determines that holding an open
hearing would be contrary to the public inter-
est.
(3) Reports to Congress

A written report shall be made part of a de-
termination not to hold a public hearing pur-
suant to paragraph (2) or not to publish a doc-
ument pursuant to paragraph (1)(A). At the
end of each calendar quarter, all such reports
shall be transmitted to the Congress.
(4) Transcript of hearing

A transcript that includes all testimony and
other documentary evidence shall be prepared
for all hearings commenced pursuant to sub-
section (k) of this section. A transcript of pub-
lic hearings shall be made available to the
public pursuant to section 552 of title 5.
(5) Delay of publication under exceptional cir-

cumstances
If the Board makes a determination in writ-

ing that the publication of a final order pursu-
ant to paragraph (1)(B) would seriously threat-
en the safety and soundness of an insured de-
pository institution, the agency may delay the
publication of the document for a reasonable
time.
(6) Documents filed under seal in public en-

forcement hearings
The Board may file any document or part of

a document under seal in any administrative
enforcement hearing commenced by the agen-
cy if disclosure of the document would be con-
trary to the public interest. A written report
shall be made part of any determination to
withhold any part of a document from the
transcript of the hearing required by para-
graph (2).
(7) Retention of documents

The Board shall keep and maintain a record,
for a period of at least 6 years, of all docu-
ments described in paragraph (1) and all infor-
mal enforcement agreements and other super-
visory actions and supporting documents is-
sued with respect to or in connection with any
administrative enforcement proceeding initi-
ated by such agency under this section or any
other laws.
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(8) Disclosures to Congress
No provision of this subsection may be con-

strued to authorize the withholding, or to pro-
hibit the disclosure, of any information to the
Congress or any committee or subcommittee
of the Congress.

(t) Regulation of certain forms of benefits to in-
stitution-affiliated parties

(1) Golden parachutes and indemnification
payments

The Board may prohibit or limit, by regula-
tion or order, any golden parachute payment
or indemnification payment.
(2) Factors to be taken into account

The Board shall prescribe, by regulation, the
factors to be considered by the Board in tak-
ing any action pursuant to paragraph (1)
which may include such factors as the follow-
ing:

(A) Whether there is a reasonable basis to
believe that the institution-affiliated party
has committed any fraudulent act or omis-
sion, breach of trust or fiduciary duty, or in-
sider abuse with regard to the credit union
that has had a material affect on the finan-
cial condition of the credit union.

(B) Whether there is a reasonable basis to
believe that the institution-affiliated party
is substantially responsible for the insol-
vency of the credit union, the appointment
of a conservator or liquidating agent for the
credit union, or the credit union’s troubled
condition (as defined in prescribed 5 by the
Board pursuant to paragraph (4)(A)(ii)(III)).

(C) Whether there is a reasonable basis to
believe that the institution-affiliated party
has materially violated any applicable Fed-
eral or State banking law or regulation that
has had a material affect on the financial
condition of the credit union.

(D) Whether there is a reasonable basis to
believe that the institution-affiliated party
has violated or conspired to violate—

(i) section 215, 656, 657, 1005, 1006, 1007,
1014, 1032, or 1344 of title 18; or

(ii) section 1341 or 1343 of such title af-
fecting a financial institution.

(E) Whether the institution-affiliated
party was in a position of managerial or fi-
duciary responsibility.

(F) The length of time the party was affili-
ated with the credit union and the degree to
which—

(i) the payment reasonably reflects com-
pensation earned over the period of em-
ployment; and

(ii) the compensation involved rep-
resents a reasonable payment for services
rendered.

(3) Certain payments prohibited
No credit union may prepay the salary or

any liability or legal expense of any institu-
tion-affiliated party if such payment is made—

(A) in contemplation of the insolvency of
such credit union or after the commission of
an act of insolvency; and

(B) with a view to, or has the result of—
(i) preventing the proper application of

the assets of the credit union; or
(ii) preferring one creditor over another.

(4) ��Golden parachute payment�� defined
For purposes of this subsection—
(A) In general

The term ‘‘golden parachute payment’’
means any payment (or any agreement to
make any payment) in the nature of com-
pensation by any credit union for the benefit
of any institution-affiliated party pursuant
to an obligation of such credit union that—

(i) is contingent on the termination of
such party’s affiliation with the credit
union; and

(ii) is received on or after the date on
which—

(I) the credit union is insolvent;
(II) any conservator or liquidating

agent is appointed for such credit union;
or 6

(III) the Board determines that the
credit union is in a troubled condition
(as defined in regulations which the
Board shall prescribe);

(IV) the credit union has been assigned
a composite rating by the Board of 4 or
5 under the Uniform Financial Institu-
tions Rating System (as applicable with
respect to credit unions); or

(V) the credit union is subject to a pro-
ceeding initiated by the Board to termi-
nate or suspend deposit insurance for
such credit union.

(B) Certain payments in contemplation of an
event

Any payment which would be a golden
parachute payment but for the fact that
such payment was made before the date re-
ferred to in subparagraph (A)(ii) shall be
treated as a golden parachute payment if the
payment was made in contemplation of the
occurrence of an event described in any sub-
clause of such subparagraph.
(C) Certain payments not included

The term ‘‘golden parachute payment’’
shall not include—

(i) any payment made pursuant to a re-
tirement plan which is qualified (or is in-
tended to be qualified) under section 401 of
title 26 or other nondiscriminatory retire-
ment or severance benefit plan;

(ii) any payment made pursuant to a
bona fide deferred compensation plan or
arrangement which the Board determines,
by regulation or order, to be permissible;
or

(iii) any payment made by reason of the
death or disability of an institution-affili-
ated party.

(5) Other definitions
For purposes of this subsection—
(A) Indemnification payment

Subject to paragraph (6), the term ‘‘indem-
nification payment’’ means any payment (or
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any agreement to make any payment) by
any credit union for the benefit of any per-
son who is or was an institution-affiliated
party, to pay or reimburse such person for
any liability or legal expense with regard to
any administrative proceeding or civil ac-
tion instituted by the Board which results in
a final order under which such person—

(i) is assessed a civil money penalty;
(ii) is removed or prohibited from par-

ticipating in conduct of the affairs of the
credit union; or

(iii) is required to take any affirmative
action described in subsection (e)(3) of this
section with respect to such credit union.

(B) Liability or legal expense
The term ‘‘liability or legal expense’’

means—
(i) any legal or other professional ex-

pense incurred in connection with any
claim, proceeding, or action;

(ii) the amount of, and any cost incurred
in connection with, any settlement of any
claim, proceeding, or action; and

(iii) the amount of, and any cost in-
curred in connection with, any judgment
or penalty imposed with respect to any
claim, proceeding, or action.

(C) Payment
The term ‘‘payment’’ includes—

(i) any direct or indirect transfer of any
funds or any asset; and

(ii) any segregation of any funds or as-
sets for the purpose of making, or pursu-
ant to an agreement to make, any pay-
ment after the date on which such funds or
assets are segregated, without regard to
whether the obligation to make such pay-
ment is contingent on—

(I) the determination, after such date,
of the liability for the payment of such
amount; or

(II) the liquidation, after such date, of
the amount of such payment.

(6) Certain commercial insurance coverage not
treated as covered benefit payment

No provision of this subsection shall be con-
strued as prohibiting any credit union from
purchasing any commercial insurance policy
or fidelity bond, except that, subject to any
requirement described in paragraph (5)(A)(iii),
such insurance policy or bond shall not cover
any legal or liability expense of the credit
union which is described in paragraph (5)(A).

(u) Foreign investigations
(1) Requesting assistance from foreign banking

authorities
In conducting any investigation, examina-

tion, or enforcement action under this chap-
ter, the Board may—

(A) request the assistance of any foreign
banking authority; and

(B) maintain an office outside the United
States.

(2) Providing assistance to foreign banking au-
thorities

(A) In general
The Board may, at the request of any for-

eign banking authority, assist such author-

ity if such authority states that the request-
ing authority is conducting an investigation
to determine whether any person has vio-
lated, is violating, or is about to violate any
law or regulation relating to banking mat-
ters or currency transactions administered
or enforced by the requesting authority.

(B) Investigation by Federal banking agency
The Board may, in the Board’s discretion,

investigate and collect information and evi-
dence pertinent to a request for assistance
under subparagraph (A). Any such investiga-
tion shall comply with the laws of the
United States and the policies and proce-
dures of the Board.

(C) Factors to consider
In deciding whether to provide assistance

under this paragraph, the Board shall con-
sider—

(i) whether the requesting authority has
agreed to provide reciprocal assistance
with respect to banking matters within
the jurisdiction of the Board or any appro-
priate Federal banking agency; and

(ii) whether compliance with the request
would prejudice the public interest of the
United States.

(D) Treatment of foreign banking authority
For purposes of any Federal law or Board

regulation relating to the collection or
transfer of information by the Board or any
appropriate Federal banking agency, the for-
eign banking authority shall be treated as
another appropriate Federal banking agen-
cy.

(3) Rule of construction
Paragraphs (1) and (2) shall not be construed

to limit the authority of the Board or any
other Federal agency to provide or receive as-
sistance or information to or from any foreign
authority with respect to any matter.

(v) Termination of insurance for money launder-
ing or cash transaction reporting offenses

(1) In general
(A) Conviction of title 18 offenses

(i) Duty to notify
If an insured State credit union has been

convicted of any criminal offense under
section 1956 or 1957 of title 18, the Attorney
General shall provide to the Board a writ-
ten notification of the conviction and shall
include a certified copy of the order of con-
viction from the court rendering the deci-
sion.

(ii) Notice of termination
After written notification from the At-

torney General to the Board of such a con-
viction, the Board shall issue to such in-
sured credit union a notice of its intention
to terminate the insured status of the in-
sured credit union and schedule a hearing
on the matter, which shall be conducted as
a termination hearing pursuant to sub-
section (b) of this section, except that no
period for correction shall apply to a no-
tice issued under this subparagraph.
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(B) Conviction of title 31 offenses
If a credit union is convicted of any crimi-

nal offense under section 5322 or 5324 of title
31 after prior written notification from the
Attorney General, the Board may initiate
proceedings to terminate the insured status
of such credit union in the manner described
in subparagraph (A).

(C) Notice to State supervisor
The Board shall simultaneously transmit a

copy of any notice under this paragraph to
the appropriate State financial institutions
supervisor.

(2) Factors to be considered
In determining whether to terminate insur-

ance under paragraph (1), the Board shall take
into account the following factors:

(A) The extent to which directors, commit-
tee members, or senior executive officers (as
defined by the Board in regulations which
the Board shall prescribe) of the credit union
knew of, or were involved in, the commis-
sion of the money laundering offense of
which the credit union was found guilty.

(B) The extent to which the offense oc-
curred despite the existence of policies and
procedures within the credit union which
were designed to prevent the occurrence of
any such offense.

(C) The extent to which the credit union
has fully cooperated with law enforcement
authorities with respect to the investigation
of the money laundering offense of which the
credit union was found guilty.

(D) The extent to which the credit union
has implemented additional internal con-
trols (since the commission of the offense of
which the credit union was found guilty) to
prevent the occurrence of any other money
laundering offense.

(E) The extent to which the interest of the
local community in having adequate deposit
and credit services available would be
threatened by the termination of insurance.

(3) Notice to State credit union supervisor and
public

When the order to terminate insured status
initiated pursuant to this subsection is final,
the Board shall—

(A) notify the commission, board, or au-
thority (if any) having supervision of the
credit union described in paragraph (1) at
least 10 days prior to the effective date of
the order of the termination of the insured
status of such credit union; and

(B) publish notice of the termination of
the insured status of the credit union.

(4) Temporary insurance of previously insured
deposits

Upon termination of the insured status of
any State credit union pursuant to paragraph
(1), the deposits of such credit union shall be
treated in accordance with subsection (d)(2) of
this section.

(5) Successor liability
This subsection shall not apply to a succes-

sor to the interests of, or a person who ac-

quires, an insured credit union that violated a
provision of law described in paragraph (1), if
the successor succeeds to the interests of the
violator, or the acquisition is made, in good
faith and not for purposes of evading this sub-
section or regulations prescribed under this
subsection.

(June 26, 1934, ch. 750, title II, § 206, as added
Pub. L. 91–468, § 1(3), Oct. 19, 1970, 84 Stat. 1003;
amended Pub. L. 93–383, title VII, § 728, Aug. 22,
1974, 88 Stat. 720; Pub. L. 95–22, title III, § 307,
Apr. 19, 1977, 91 Stat. 52; Pub. L. 95–630, title I,
§§ 107(a)(4), (c)(4), (d)(4), (e)(4), 111(d), title V,
§ 502(b), Nov. 10, 1978, 92 Stat. 3652, 3656, 3659, 3663,
3670, 3681; Pub. L. 97–320, title I, §§ 132, 141(a)(8),
title IV, §§ 424(a), (d)(9), (e), 427(c), Oct. 15, 1982,
96 Stat. 1487, 1489, 1522, 1523, 1525; Pub. L. 98–369,
div. B, title VIII, § 2812, July 18, 1984, 98 Stat.
1206; Pub. L. 99–570, title I, § 1359(d), Oct. 27, 1986,
100 Stat. 3207–29; Pub. L. 100–86, title V, § 509(a),
title VII, §§ 709–713, Aug. 10, 1987, 101 Stat. 635,
653, 654; Pub. L. 101–73, title IX, §§ 901(a), (b)(2),
902(b), 903(b), 904(b), 905(b), 906(b), 907(b), 908(b),
913(b), 915(b), 920(b), title XII, § 1217(b), Aug. 9,
1989, 103 Stat. 446, 448, 451, 455, 458, 460, 462, 464,
477, 484, 486, 488, 546; Pub. L. 101–647, title XXV,
§§ 2523(b), 2532(c), 2547(b), Nov. 29, 1990, 104 Stat.
4870, 4881, 4887; Pub. L. 102–233, title III, § 302(a),
Dec. 12, 1991, 105 Stat. 1767; Pub. L. 102–550, title
XV, §§ 1501(b), 1503(b), 1504(b), Oct. 28, 1992, 106
Stat. 4044, 4050, 4053; Pub. L. 103–325, title IV,
§ 411(c)(2)(B), Sept. 23, 1994, 108 Stat. 2253; Pub. L.
105–219, title III, § 301(b)(1), (g)(1), (2), Aug. 7,
1998, 112 Stat. 930, 931.)

REFERENCES IN TEXT

The Depository Institution Management Interlocks
Act, referred to in subsec. (g)(2)(A)(iii), is title II of
Pub. L. 95–630, Nov. 10, 1978, 92 Stat. 3672, as amended,
which is classified principally to chapter 33 (§ 3201 et
seq.) of this title. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 3201 of this title and Tables.

Section 1818(b)(8) of this title, referred to in subsec.
(g)(7)(A)(ii), was redesignated section 1818(b)(9) by Pub.
L. 102–242, title I, § 131(c)(1), Dec. 19, 1991, 105 Stat. 2266.

The Farm Credit Act of 1971, referred to in subsec.
(g)(7)(A)(iv), (D)(ii), is Pub. L. 92–181, Dec. 10, 1971, 85
Stat. 583, as amended, which is classified generally to
chapter 23 (§ 2001 et seq.) of this title. For complete
classification of this Act to the Code, see Short Title
note set out under section 2001 of this title and Tables.

AMENDMENTS

1998—Subsec. (h)(1). Pub. L. 105–219, § 301(g)(2), in-
serted ‘‘or another (including, in the case of a State-
chartered insured credit union, the State official hav-
ing jurisdiction over the credit union)’’ after ‘‘appoint
itself’’ in introductory provisions.

Subsec. (h)(1)(F), (G). Pub. L. 105–219, § 301(b)(1)(A),
added subpars. (F) and (G).

Subsec. (h)(2)(A). Pub. L. 105–219, § 301(b)(1)(B)(i), sub-
stituted ‘‘Except as provided in subparagraph (C), in
the case’’ for ‘‘In the case’’.

Subsec. (h)(2)(C). Pub. L. 105–219, § 301(b)(1)(B)(ii),
added subpar. (C).

Subsec. (k)(1). Pub. L. 105–219, § 301(g)(1)(A), inserted
‘‘or section 1790d of this title’’ after ‘‘this section’’ in
three places.

Subsec. (k)(2)(A)(ii). Pub. L. 105–219, § 301(g)(1)(B), in-
serted ‘‘, or any final order under section 1790d of this
title’’ before semicolon at end.

1994—Subsecs. (h)(1)(C), (i)(1)(A)(ii), (v)(1)(B). Pub. L.
103–325 substituted ‘‘section 5322 or 5324 of title 31’’ for
‘‘section 5322 of title 31’’.
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1992—Subsec. (g)(2). Pub. L. 102–550, § 1504(b)(1),
amended par. (2) generally. Prior to amendment, par.
(2) read as follows: ‘‘Whenever, in the opinion of the
Board, any director, officer, or committee member of
an insured credit union has committed any violation of
the Depository Institution Management Interlocks Act,
the Board may serve upon such director, officer, or
committee member a written notice of its intention to
remove him from office.’’

Subsec. (h)(1)(C) to (E). Pub. L. 102–550, § 1501(b),
added subpar. (C) and redesignated former subpars. (C)
and (D) as (D) and (E), respectively.

Subsec. (i)(1). Pub. L. 102–550, § 1504(b)(2), amended
par. (1) generally, subdividing existing provisions into
subpars. (A) to (D), and, in subpar. (A), including viola-
tions under section 1956, 1957, or 1960 of title 18 or sec-
tion 5322 of title 31 as reason for suspension of any vio-
lator from further participation in the affairs of the
credit union.

Subsec. (v). Pub. L. 102–550, § 1503(b), added subsec. (v).
1990—Subsec. (j)(1). Pub. L. 101–647, § 2547(b)(2), which

directed amendment of par. (1) by striking out after
first sentence ‘‘Such hearing shall be private, unless
the Board, in its discretion, after fully considering the
views of the party afforded the hearing, determines
that a public hearing is necessary to protect the public
interest.’’ was executed by striking out ‘‘Such hearing
shall be private unless the Board, in its discretion,
after fully considering the views of the party afforded
the hearing, determines that a public hearing is nec-
essary to protect the public interest.’’ as the probable
intent of Congress.

Subsec. (s). Pub. L. 101–647, § 2547(b)(1), amended sub-
sec. (s) generally. Prior to amendment, subsec. (s) read
as follows:

‘‘(1) IN GENERAL.—The Board shall publish and make
available to the public—

‘‘(A) any final order issued with respect to any ad-
ministrative enforcement proceeding initiated by
such agency under this section or any other provision
of law; and

‘‘(B) any modification to or termination of any
final order described in subparagraph (A).
‘‘(2) DELAY OF PUBLICATION UNDER EXCEPTIONAL CIR-

CUMSTANCES.—If the Board makes a determination in
writing that the publication of any final order pursuant
to paragraph (1) would seriously threaten the safety or
soundness of an insured credit union or other federally
regulated depository institution, the Board may delay
the publication of such order for a reasonable time.’’

Subsec. (t). Pub. L. 101–647, § 2523(b), added subsec. (t).
Subsec. (u). Pub. L. 101–647, § 2532(c), added subsec.

(u).
1989—Subsec. (e)(1). Pub. L. 101–73, § 901(b)(2)(A), (B),

substituted references to institution-affiliated parties
for references to directors, officers, committee mem-
bers, agents, or other persons participating in the con-
duct of the affairs of credit unions.

Subsec. (e)(3), (4). Pub. L. 101–73, § 902(b)(1), added
pars. (3) and (4).

Subsec. (f)(1). Pub. L. 101–73, § 902(b)(2)(B), substituted
‘‘significant’’ for ‘‘substantial’’, struck out ‘‘seriously’’
before ‘‘weaken the condition of’’ and before ‘‘prejudice
the interests of’’, and inserted after first sentence
‘‘Such order may include any requirement authorized
under subsection (e)(3)(B) of this section.’’

Pub. L. 101–73, § 901(b)(2)(B), (C), substituted ref-
erences to institution-affiliated parties for references
to directors, officers, committee members, employees,
agents, or other persons participating in the conduct of
the affairs of credit unions.

Subsec. (f)(2). Pub. L. 101–73, § 901(b)(2)(B), substituted
references to institution-affiliated parties for ref-
erences to directors, officers, committee members, em-
ployees, agents, or other persons participating in the
conduct of the affairs of credit unions.

Subsec. (f)(3), (4). Pub. L. 101–73, § 902(b)(2)(A), (C),
added par. (3) and redesignated former par. (3) as (4).

Subsec. (g)(1). Pub. L. 101–73, § 903(b)(1), amended par.
(1) generally. Prior to amendment, par. (1) read as fol-

lows: ‘‘Whenever, in the opinion of the Board, any di-
rector, officer, committee member, or employee of an
insured credit union has committed any violation of
law, rule, or regulation, or of a cease-and-desist order
which has become final, or has engaged or participated
in any unsafe or unsound practice in connection with
the credit union, or has committed or engaged in any
act, omission, or practice which constitutes a breach of
his fiduciary duty as such director, officer, committee
member, or employee and the Board determines that
the credit union has suffered or will probably suffer
substantial financial loss or other damage or that the
interests of its insured members could be seriously
prejudiced by reason of such violation or practice or
breach of fiduciary duty, the Board may serve upon
such director, officer, committee member, or employee
a written notice of its intention to remove him from of-
fice.’’

Subsec. (g)(2). Pub. L. 101–73, § 903(b)(2), redesignated
par. (3) as (2) and struck out former par. (2) which read
as follows: ‘‘Whenever, in the opinion of the Board, any
director, officer, committee member, or employee of an
insured credit union, by conduct or practice with re-
spect to another insured credit union or other business
institution which resulted in substantial financial loss
or other damage, has evidenced his personal dishonesty
or unfitness to continue as a director, officer, commit-
tee member, or employee, and, whenever, in the opin-
ion of the Board, any agent or other person participat-
ing in the conduct of the affairs of an insured credit
union, by conduct or practice with respect to such cred-
it union or other insured credit union or other business
institution which resulted in substantial financial loss
or other damage, has evidenced his personal dishonesty
or unfitness to participate in the conduct of the affairs
of such insured credit union, the Board may serve upon
such director, officer, committee member, employee,
agent, or other person a written notice of its intention
to remove him from office and/or to prohibit his further
participation in any manner in the conduct of the af-
fairs of such credit union.’’

Subsec. (g)(3). Pub. L. 101–73, § 903(b)(2), added par. (3).
Former par. (3) redesignated (2).

Subsec. (g)(4). Pub. L. 101–73, § 903(b)(2), redesignated
par. (5) as (4) and struck out former par. (4) which pro-
vided for temporary suspension from office or prohibi-
tion from further participation in credit union activi-
ties.

Subsec. (g)(5). Pub. L. 101–73, § 903(b)(2), (3), added par.
(5). Former par. (5) redesignated (4).

Subsec. (g)(6). Pub. L. 101–73, § 903(b)(4), substituted
‘‘credit union under paragraph (3)’’ for ‘‘credit union
under paragraph (4)’’ and ‘‘person under paragraph (1)
or (2)’’ for ‘‘person under paragraph (1), (2), or (3)’’.

Subsec. (g)(7). Pub. L. 101–73, § 904(b), amended par. (7)
generally, revising and restating as subpars. (A) to (F)
provisions of former subpars. (A) and (B).

Subsec. (h)(3). Pub. L. 101–73, § 1217(b), inserted at end
‘‘Except as provided in this paragraph, no court may
take any action, except at the request of the Board by
regulation or order, to restrain or affect the exercise of
powers or functions of the Board as conservator.’’

Subsec. (i)(1). Pub. L. 101–73, § 906(b), struck out ‘‘au-
thorized by a United States attorney’’ after ‘‘is charged
in any information, indictment, or complaint’’, and
substituted ‘‘or an agreement to enter a pre-trial diver-
sion or other similar program’’ for ‘‘with respect to
such crime’’ after ‘‘judgment of conviction’’.

Pub. L. 101–73, § 901(b)(2)(D)(i)–(iv), (vi), substituted
references to institution-affiliated parties for ref-
erences to directors, committee members, or officers of
insured credit unions, or other persons participating in
the conduct of the affairs of credit unions, and sub-
stituted ‘‘whereupon such party (if a director, a com-
mittee member, or an officer)’’ for ‘‘whereupon such di-
rector, committee member, or officer’’.

Pub. L. 101–73, § 901(b)(2)(D)(v), which directed the
substitution of ‘‘party’’ for ‘‘director, officer or other
person’’ could not be executed because ‘‘director, offi-
cer or other person’’ does not appear in par. (1).



Page 895 TITLE 12—BANKS AND BANKING § 1786

Subsec. (i)(3). Pub. L. 101–73, § 901(b)(2)(E)(i)–(iv), sub-
stituted references to institution-affiliated parties for
references to directors, committee members, officers,
or other persons.

Pub. L. 101–73, § 901(b)(2)(E)(v), which directed the
substitution of ‘‘such party’’ for ‘‘said director, com-
mittee member, officer or other person’’ was executed
by making the substitution for ‘‘said director, commit-
tee member, officer, or other person’’ after ‘‘whether
the order removing’’ in third sentence to reflect the
probable intent of Congress.

Subsec. (j)(2). Pub. L. 101–73, § 920(b), substituted
‘‘Any party to any proceeding under paragraph (1)’’ for
‘‘Any party to the proceeding, or any person required
by an order issued under this section to cease and de-
sist from any of the practices or violations stated
therein,’’.

Pub. L. 101–73, § 901(b)(2)(F), substituted ‘‘institution-
affiliated party’’ for ‘‘director, officer, committee
member, or other person’’.

Subsec. (k)(2). Pub. L. 101–73, § 907(b), in amending
par. (2) generally, designated existing provisions as cls.
(i) to (iv), substituted provisions imposing a fine of
$5,000 per day for violation of any law or regulation, a
final or temporary order, any condition imposed in
writing, or any written agreement for provisions im-
posing a fine of $1,000 per day for violation of any final
order, authorizing the penalizing agency to com-
promise or modify such penalty, providing for assess-
ment and collection of such penalty by written notice,
and defining ‘‘violates’’, and added subpars. (B) to (L).

Subsec. (k)(3). Pub. L. 101–73, § 905(b), added par. (3).
Subsec. (l). Pub. L. 101–73, § 908(b), amended subsec. (l)

generally. Prior to amendment, subsec. (l) read as fol-
lows: ‘‘Any director, officer, or committee member, or
former director, officer, or committee member, of an
insured credit union or of a credit union any of the
member accounts of which are insured, or any other
person against whom there is outstanding and effective
any notice or order (which is an order which has be-
come final) served upon such director, officer, commit-
tee member, or other person under subsections (g)(4),
(g)(5), or (i) of this section and who (i) participates in
any manner in the conduct of the affairs of the credit
union involved, or directly or indirectly solicits or pro-
cures, or transfers or attempts to transfer, or votes or
attempts to vote, any proxies, consents, or authoriza-
tions in respect of any voting rights in such credit
union, or (ii) without the prior written approval of the
Board votes for a director, serves or acts as a director,
officer, committee member, or employee of any credit
union, shall upon conviction be fined not more than
$5,000 or imprisoned for not more than one year, or
both.’’

Subsec. (o). Pub. L. 101–73, § 901(b)(2)(G), substituted
‘‘institution-affiliated party’’ for ‘‘director, officer,
committee member or other person participating in the
conduct of its affairs’’.

Subsec. (p). Pub. L. 101–73, § 915(b), in first sentence,
inserted ‘‘or in connection with any claim for insured
deposits or any examination or investigation under sec-
tion 1784(b) of this title’’ after ‘‘any proceeding under
this section’’, ‘‘, in conducting the proceeding, exam-
ination, or investigation or considering the claim for
insured deposits,’’ after ‘‘section, the Board’’, and
‘‘, claims, examinations, or investigations’’ before pe-
riod at end.

Subsec. (r). Pub. L. 101–73, § 901(a), added subsec. (r).
Subsec. (s). Pub. L. 101–73, § 913(b), added subsec. (s).
1987—Pub. L. 100–86, § 509(a), repealed Pub. L. 97–320,

§ 141. See 1982 Amendment notes below.
Subsec. (g)(1). Pub. L. 100–86, § 709(1), substituted

‘‘committee member, or employee’’ for ‘‘or committee
member’’ in three places.

Subsec. (g)(2). Pub. L. 100–86, § 709(2)–(4), substituted
‘‘committee member, or employee’’ for ‘‘or committee
member’’ in two places, substituted ‘‘any agent or
other person’’ for ‘‘any other person’’, and inserted
‘‘employee, agent,’’ before ‘‘or other person’’.

Subsec. (g)(7). Pub. L. 100–86, § 710, added par. (7).

Subsec. (h)(1)(C), (D). Pub. L. 100–86, § 711, added sub-
pars. (C) and (D).

Subsec. (h)(2)(B). Pub. L. 100–86, § 712, substituted ‘‘30’’
for ‘‘ninety’’.

Subsec. (h)(8), (9). Pub. L. 100–86, § 713, added par. (8)
and redesignated former par. (8) as (9).

1986—Subsec. (k)(2)(A). Pub. L. 99–570, § 1359(d)(2), in-
serted reference to subsec. (q) of this section.

Subsec. (q). Pub. L. 99–570, § 1359(d)(1), added subsec.
(q).

1984—Subsec. (d)(1). Pub. L. 98–369 inserted ‘‘(1)’’ after
‘‘subsection (a)’’, ‘‘maintain its deposit with and’’, and
provisions relating to termination of insured status
and the obtaining of comparable insurance coverage
from another source.

1982—Subsec. (b)(2). Pub. L. 97–320, § 132(b), sub-
stituted ‘‘subsection (j)’’ for ‘‘subsection (i)’’.

Pub. L. 97–320, § 141(a)(8), which directed that, effec-
tive Oct. 13, 1986, the provisions of law amended by sec-
tion 132 of Pub. L. 97–320 shall be amended to read as
they would without such amendment, was repealed by
Pub. L. 100–86, § 509(a). See Effective and Termination
Dates of 1982 Amendment note and Extension of Emer-
gency Acquisition and Net Worth Guarantee Provisions
of Pub. L. 97–320 note set out under section 1464 of this
title.

Subsec. (g)(3) to (6). Pub. L. 97–320, § 427(c)(1), added
par. (3); redesignated former pars. (3) to (5) as (4) to (6),
respectively; inserted reference to par. (3) in two places
and substituted reference to par. (6) for par. (5) in par.
(4); and inserted reference to par. (3) and substituted
reference to par. (4) for par. (3) in par. (6).

Subsecs. (h), (i). Pub. L. 97–320, § 132(a), added subsec.
(h) and redesignated former subsecs. (h) and (i) as (i)
and (j), respectively.

Pub. L. 97–320, § 141(a)(8), which directed that, effec-
tive Oct. 13, 1986, the provisions of law amended by sec-
tion 132 of Pub. L. 97–320 shall be amended to read as
they would without such amendment, was repealed by
Pub. L. 100–86, § 509(a). See Effective and Termination
Dates of 1982 Amendment note and Extension of Emer-
gency Acquisition and Net Worth Guarantee Provisions
of Pub. L. 97–320 note set out under section 1464 of this
title.

Subsec. (j). Pub. L. 97–320, § 132(a), (c), (d), redesig-
nated former subsec. (i) as (j), substituted ‘‘subsection
(i)(3)’’ for ‘‘subsection (h)(3)’’ in first sentence and
‘‘subsection (j)’’ for ‘‘subsection (i)’’ in fourth sentence
of par. (1), and substituted ‘‘subsection (i)(1)’’ for ‘‘sub-
section (h)(1)’’ after ‘‘an order issued under’’ in par. (2).
Former subsec. (j) redesignated (k).

Pub. L. 97–320, § 141(a)(8), which directed that, effec-
tive Oct. 13, 1986, the provisions of law amended by sec-
tion 132 of Pub. L. 97–320 shall be amended to read as
they would without such amendment, was repealed by
Pub. L. 100–86, § 509(a). See Effective and Termination
Dates of 1982 Amendment note and Extension of Emer-
gency Acquisition and Net Worth Guarantee Provisions
of Pub. L. 97–320 note set out under section 1464 of this
title.

Subsec. (k). Pub. L. 97–320, § 132(a)(1), redesignated
former subsec. (j) as (k). Former subsec. (k) redesig-
nated (l).

Pub. L. 97–320, § 141(a)(8), which directed that, effec-
tive Oct. 13, 1986, the provisions of law amended by sec-
tion 132 of Pub. L. 97–320 shall be amended to read as
they would without such amendment, was repealed by
Pub. L. 100–86, § 509(a). See Effective and Termination
Dates of 1982 Amendment note and Extension of Emer-
gency Acquisition and Net Worth Guarantee Provisions
of Pub. L. 97–320 note set out under section 1464 of this
title.

Subsec. (k)(2)(A), (D). Pub. L. 97–320, § 424(a), (d)(9),
(e), which directed insertion of proviso giving Board au-
thority to compromise, etc., any civil money penalty
imposed under this subsection and substitution of
‘‘may be assessed’’ for ‘‘shall be assessed’’ in subsec.
(j)(2)(A), and substitution of ‘‘twenty days from the
service’’ for ‘‘ten days from the date’’ in subsection
(j)(2)(D), was executed to subsec. (k)(2)(A), (D) to reflect
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the probable intent of Congress and the redesignation
of subsec. (j) as (k) by section 132(a)(1) of Pub. L. 97–320.

Subsec. (l). Pub. L. 97–320, § 132(a)(1), (e), redesignated
former subsec. (k) as (l) and substituted ‘‘(i)’’ for ‘‘(h)’’
after ‘‘(g)(3), (g)(4), or’’. Former subsec. (l) redesignated
(m).

Pub. L. 97–320, § 141(a)(8), which directed that, effec-
tive Oct. 13, 1986, the provisions of law amended by sec-
tion 132 of Pub. L. 97–320 shall be amended to read as
they would without such amendment, was repealed by
Pub. L. 100–86, § 509(a). See Effective and Termination
Dates of 1982 Amendment note and Extension of Emer-
gency Acquisition and Net Worth Guarantee Provisions
of Pub. L. 97–320 note set out under section 1464 of this
title.

Pub. L. 97–320, § 427(c)(2), which directed substitution
of reference to subsec. (g)(5) for subsec. (g)(3) in subsec.
(k), was executed to subsec. (l) to reflect the probable
intent of Congress and the redesignation of subsec. (k)
as (l) by section 132(a)(1) of Pub. L. 97–320.

Subsec. (m). Pub. L. 97–320, § 132(a)(1), (f), redesig-
nated former subsec. (l) as (m) and substituted ‘‘subjec-
tion (j)’’ for ‘‘subsection (i)’’ after ‘‘paragraph (2) of’’
and ‘‘subsection (i)’’ for ‘‘subsection (h)’’ after ‘‘an
order issued under’’. Former subsec. (m) redesignated
(n).

Pub. L. 97–320, § 141(a)(8), which directed that, effec-
tive Oct. 13, 1986, the provisions of law amended by sec-
tion 132 of Pub. L. 97–320 shall be amended to read as
they would without such amendment, was repealed by
Pub. L. 100–86, § 509(a). See Effective and Termination
Dates of 1982 Amendment note and Extension of Emer-
gency Acquisition and Net Worth Guarantee Provisions
of Pub. L. 97–320 note set out under section 1464 of this
title.

Subsecs. (n) to (p). Pub. L. 97–320, § 132(a)(1), redesig-
nated former subsecs. (m) to (o) as (n) to (p), respec-
tively.

Pub. L. 97–320, § 141(a)(8), which directed that, effec-
tive Oct. 13, 1986, the provisions of law amended by sec-
tion 132 of Pub. L. 97–320 shall be amended to read as
they would without such amendment, was repealed by
Pub. L. 100–86, § 509(a). See Effective and Termination
Dates of 1982 Amendment note and Extension of Emer-
gency Acquisition and Net Worth Guarantee Provisions
of Pub. L. 97–320 note set out under section 1464 of this
title.

1978—Subsecs. (a) to (d). Pub. L. 95–630, § 502(b), sub-
stituted ‘‘Board’’ for ‘‘Administrator’’ wherever appear-
ing, and ‘‘it’’ and ‘‘its’’ for ‘‘he’’ and ‘‘his’’, respec-
tively, where appropriate.

Subsec. (e). Pub. L. 95–630, §§ 107(a)(4), 502(b), sub-
stituted ‘‘Board’’ for ‘‘Administrator’’ wherever appear-
ing, and in par. (1) extended coverage of provisions to
include directors, officers, committee members, em-
ployees, agents, or other persons participating in the
conduct of the affairs of any insured credit union or
credit union which has insured accounts.

Subsec. (f). Pub. L. 95–630, §§ 107(c)(4), 502(b), sub-
stituted ‘‘Board’’ for ‘‘Administrator’’ wherever appear-
ing, inserted references to any director, officer, com-
mittee member, employee, agent, or other person par-
ticipating in the conduct of the affairs of the credit
union, and inserted in par. (1) ‘‘prior to the completion
of the proceedings conducted pursuant to paragraph (1)
of subsection (e) of this section’’ after ‘‘its insured
members’’ and ‘‘and to take affirmative action to pre-
vent such insolvency, dissipation, condition, or preju-
dice pending completion of such proceedings’’ after
‘‘violation or practice’’.

Subsec. (g). Pub. L. 95–630, §§ 107(d)(4), 502(b), sub-
stituted ‘‘Board’’ for ‘‘Administrator’’ wherever appear-
ing, in pars. (1), (2) ‘‘its’’ for ‘‘his’’, in par. (3) ‘‘it’’ for
‘‘he’’, ‘‘or prohibit him’’ for ‘‘and/or prohibit him’’,
‘‘suspension or prohibition’’ for ‘‘suspension and/or pro-
hibition’’, and ‘‘removal and prohibition’’ for ‘‘removal
and/or prohibition’’, and in par. (4) ‘‘or to prohibit’’ for
‘‘and/or to prohibit’’, ‘‘removal or prohibition’’ for ‘‘re-
moval and/or prohibition’’, and ‘‘or prohibition’’ for
‘‘and/or prohibition’’.

Subsec. (h). Pub. L. 95–630, §§ 111(d)(1), 502(b), among
other changes, substituted ‘‘Board’’ for ‘‘Adminis-
trator’’ wherever appearing, in par. (1) substituted
‘‘Crime’’ for ‘‘felony’’ in two places and ‘‘subsection (g)
of this section’’ for ‘‘paragraph (1) or (2) of subsection
(g) of this section’’, inserted ‘‘which is punishable by
imprisonment for a term exceeding one year under
State or Federal law’’ after ‘‘or breach of trust’’ and
‘‘, if continued service or participation by the individ-
ual may pose a threat to the interests of the credit
union’s members or may threaten to impair public con-
fidence in the credit union’’ after ‘‘the Board may’’ in
two places, and inserted provision that any notice of
suspension or order of removal issued under this para-
graph remain effective and outstanding until the com-
pletion of any hearing or appeal authorized under para-
graph (3) hereof unless terminated by the Board, and
added par. (3).

Subsec. (i). Pub. L. 95–630, §§ 111(d)(2), (3), 502(b), sub-
stituted ‘‘Board’’ for ‘‘Administrator’’ wherever appear-
ing, in par. (1) substituted ‘‘its’’ for ‘‘his’’ and ‘‘it’’ for
‘‘he’’ and ‘‘him’’ and inserted ‘‘(other than the hearing
provided for in subsection (h)(3) of this section)’’ after
‘‘provided for in this section’’, and in par. (2) sub-
stituted ‘‘subsection (h)(1)’’ for ‘‘subsection (h)’’.

Subsec. (j). Pub. L. 95–630, §§ 107(e)(4), 502(b), des-
ignated existing provisions as par. (1), added par. (2),
and substituted ‘‘Board’’ for ‘‘Administrator’’ wherever
appearing and ‘‘its’’ for ‘‘his’’ in par. (1).

Subsecs. (k) to (o). Pub. L. 95–630, § 502(b), substituted
‘‘Board’’ for ‘‘Administrator’’ wherever appearing.

1977—Subsec. (g)(1). Pub. L. 95–22, § 307(a), struck out
‘‘and that such violation or practice or breach of fidu-
ciary duty is one involving personal dishonesty on the
part of such director, officer, or committee member’’
after ‘‘or breach of fiduciary duty’’.

Subsec. (g)(2). Pub. L. 95–22, § 307(b), substituted ‘‘dis-
honesty or unfitness’’ for ‘‘dishonesty and unfitness’’
wherever appearing.

1974—Subsec. (a). Pub. L. 93–383, § 728(a), designated
existing provisions as par. (1) and added par. (2).

Subsec. (c). Pub. L. 93–383, § 728(b), inserted ‘‘(1)’’ after
‘‘(a)’’.

Subsec. (d). Pub. L. 93–383, § 728(c), designated existing
provisions as par. (1) and added pars. (2) and (3).

CHANGE OF NAME

Oversight Board redesignated Thrift Depositor Pro-
tection Oversight Board, effective Feb. 1, 1992, see sec-
tion 302(a) of Pub. L. 102–233, set out as a note under
section 1441a of this title. Thrift Depositor Protection
Oversight Board abolished, see section 14(a)–(d) of Pub.
L. 105–216, set out as a note under section 1441a of this
title.

EFFECTIVE DATE OF 1992 AMENDMENT

Section 1501(c) of Pub. L. 102–550 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and section 1821 of this title] shall take effect on
December 20, 1992.’’

EFFECTIVE DATE OF 1989 AMENDMENT

Section 903(e) of Pub. L. 101–73 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and section 1818 of this title] shall apply with re-
spect to violations committed and activities engaged in
after the date of the enactment of this Act [Aug. 9,
1989].’’

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by sections 107(a)(4), (c)(4), (d)(4), and
111(d)(1)–(3) of Pub. L. 95–630 effective upon expiration
of 120 days after Nov. 10, 1978, see section 2101 of Pub.
L. 95–630, set out as an Effective Date note under sec-
tion 375b of this title.

Amendment by section 107(e)(4) of Pub. L. 95–630 ap-
plicable to violations occurring or continuing after
Nov. 10, 1978, see section 109 of Pub. L. 95–630, set out
as a note under section 93 of this title.
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Amendment by section 502(b) of Pub. L. 95–630 effec-
tive on expiration of 120 days after Nov. 10, 1978, and
transitional provisions, see section 509 of Pub. L. 95–630,
set out as a note under section 1752 of this title.

EFFECTIVE DATE OF REGULATIONS PRESCRIBED UNDER
1986 AMENDMENT

The regulations required to be prescribed under
amendment by Pub. L. 99–570 effective at end of 3-
month period beginning on October 27, 1986, see section
1364(e) of Pub. L. 99–570, set out as a note under section
1464 of this title.

EXTENSION OF EMERGENCY ACQUISITION AND NET
WORTH GUARANTEE PROVISIONS OF PUB. L. 97–320

No amendment made by section 141(a) of Pub. L.
97–320, set out as a note under section 1464 of this title,
as in effect before Aug. 10, 1987, to any other provision
of law to be deemed to have taken effect before such
date and any such provision of law to be in effect as if
no such amendment had been made before such date,
see section 509(c) of Pub. L. 100–86, set out as a note
under section 1464 of this title.

No amendment made by section 141(a) of Pub. L.
97–320, set out as a note under section 1464 of this title,
as in effect on the day before Oct. 8, 1986, to any other
provision of law to be deemed to have taken effect be-
fore such date and any such provision of law to be in ef-
fect as if no such amendment had taken effect before
such date, see section 1(c) of Pub. L. 99–452, set out as
a note under section 1464 of this title.

Section 141(a) of Pub. L. 97–320, set out as a note
under section 1464 of this title, as in effect on the day
after Aug. 27, 1986, applicable as if included in Pub. L.
97–320 on Oct. 15, 1982, with no amendment made by
such section to any other provision of law to be deemed
to have taken effect before Aug. 27, 1986, and any such
provision of law to be in effect as if no such amendment
had taken effect before Aug. 27, 1986, see section 1(c) of
Pub. L. 99–400, set out as a note under section 1464 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1759, 1772d, 1782,
1784, 1787, 3349, 3420 of this title; title 11 section 101;
title 15 section 57a; title 31 sections 3121, 9110; title 42
section 669a.

§ 1786a. Omitted

CODIFICATION

Section, act June 26, 1934, ch. 750, title II, § 206A, as
added Pub. L. 105–164, § 3(b), Mar. 20, 1998, 112 Stat. 35,
which related to regulation and examination of credit
union organizations and service providers by the Na-
tional Credit Union Administration Board, ceased to be
effective as of Dec. 31, 2001, pursuant to subsec. (f) of
the section.

§ 1787. Payment of insurance

(a) Liquidation by Board; bond; appointment of
agent; fees to be fixed by Board

(1)(A) Upon its finding that a Federal credit
union insured under this subchapter is bankrupt
or insolvent, the Board shall close such credit
union for liquidation and appoint itself liquidat-
ing agent therefor.

(B) Not later than 10 days after the date on
which the Board closes a credit union for liq-
uidation pursuant to paragraph (1), or accepts
appointment as liquidating agent pursuant to
subsection (b) of this section, such insured cred-
it union may apply to the United States district
court for the judicial district in which the prin-
cipal office of such insured credit union is lo-
cated or the United States District Court for the

District of Columbia, for an order requiring the
Board to show cause why it should not be pro-
hibited from continuing such liquidation. Ex-
cept as otherwise provided in this subparagraph,
no court may take any action for or toward the
removal of any liquidating agent or, except at
the instance of the Board, restrain or affect the
exercise of powers or functions of a liquidating
agent.

(2) Notwithstanding any other provision of
law, the Board as liquidating agent of a closed
Federal credit union insured under this sub-
chapter shall not be required to furnish bond
and shall have the right to appoint an agent or
agents to assist it in its duties as such liquidat-
ing agent. All fees, compensation, and expenses
of liquidation and administration thereof shall
be fixed by the Board and may be paid by them
out of funds coming into its possession as such
liquidating agent.

(3) LIQUIDATION TO FACILITATE PROMPT CORREC-
TIVE ACTION.—The Board may close any credit
union for liquidation, and appoint itself or an-
other (including, in the case of a State-char-
tered insured credit union, the State official
having jurisdiction over the credit union) as liq-
uidating agent of that credit union, if—

(A) the Board determines that—
(i) the credit union is significantly under-

capitalized, as defined in section 1790d of
this title, and has no reasonable prospect of
becoming adequately capitalized, as defined
in section 1790d of this title; or

(ii) the credit union is critically under-
capitalized, as defined in section 1790d of
this title; and

(B) in the case of a State-chartered insured
credit union, the Board has complied with sec-
tion 1790d(l) of this title.

(b) Powers and duties of Board as conservator or
liquidating agent

(1) Rulemaking authority of Board
The Board may prescribe such regulations as

the Board determines to be appropriate re-
garding the conduct of the Board as conserva-
tor or liquidating agent.
(2) General powers

(A) Successor to credit union
The Board shall, as conservator or liq-

uidating agent, and by operation of law, suc-
ceed to—

(i) all rights, titles, powers, and privi-
leges of the credit union, and of any mem-
ber, accountholder, officer, or director of
such credit union with respect to the cred-
it union and the assets of the credit union;
and

(ii) title to the books, records, and assets
of any previous conservator or other legal
custodian of such credit union.

(B) Operate the credit union
The Board may, as conservator or liquidat-

ing agent—
(i) take over the assets of and operate

the credit union with all the powers of the
members or shareholders, the directors,
and the officers of the credit union and
shall be authorized to conduct all business
of the credit union;
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(ii) collect all obligations and money due
the credit union;

(iii) perform all functions of the credit
union in the name of the credit union
which is consistent with the appointment
as conservator or liquidating agent; and

(iv) preserve and conserve the assets and
property of such credit union.

(C) Functions of credit union�s officers, direc-
tors, and shareholders

The Board may, by regulation or order,
provide for the exercise of any function by
any member or stockholder, director, or offi-
cer of any credit union for which the Board
has been appointed conservator or liquidat-
ing agent.

(D) Powers as conservator
The Board may, as conservator, take such

action as may be—
(i) necessary to put the credit union in a

sound and solvent condition; and
(ii) appropriate to carry on the business

of the credit union and preserve and con-
serve the assets and property of the credit
union.

(E) Additional powers as liquidating agent
The Board may, as liquidating agent, place

the credit union in liquidation and proceed
to realize upon the assets of the credit
union, having due regard to the conditions of
credit in the locality.

(F) Payment of valid obligations
The Board, as conservator or liquidating

agent, shall pay all valid obligations of the
credit union in accordance with the prescrip-
tions and limitations of this chapter.

(G) Attachment of assets and injunctive relief
Subject to subparagraph (H), any court of

competent jurisdiction may, at the request
of the Board (in the Board’s capacity as con-
servator or liquidating agent for any insured
credit union or in the Board’s corporate ca-
pacity in the exercise of any authority under
this section), issue an order in accordance
with Rule 65 of the Federal Rules of Civil
Procedure, including an order placing the as-
sets of any person designated by the Board
under the control of the court and appoint-
ing a trustee to hold such assets.

(H) Standards
(i) Showing

Rule 65 of the Federal Rules of Civil Pro-
cedure shall apply with respect to any pro-
ceeding under subparagraph (G) without
regard to the requirement of such rule
that the applicant show that the injury,
loss, or damage is irreparable and imme-
diate.

(ii) State proceeding
If, in the case of any proceeding in a

State court, the court determines that
rules of civil procedure available under the
laws of such State provide substantially
similar protections to such party’s right to
due process as Rule 65 (as modified with
respect to such proceeding by clause (i)),

the relief sought by the Board pursuant to
subparagraph (G) may be requested under
the laws of such State.

(I) Subpoena authority
(i) In general

The Board may, as conservator or liq-
uidating agent and for purposes of carry-
ing out any power, authority, or duty with
respect to an insured credit union (includ-
ing determining any claim against the
credit union and determining and realizing
upon any asset of any person in the course
of collecting money due the credit union),
exercise any power established under sec-
tion 1786(p) of this title, and the provisions
of such section shall apply with respect to
the exercise of any such power under this
subparagraph in the same manner as such
provisions apply under such section.
(ii) Authority of Board

A subpoena or subpoena duces tecum
may be issued under clause (i) only by, or
with the written approval of, the Board or
their designees.
(iii) Rule of construction

This subsection shall not be construed as
limiting any rights that the Board, in any
capacity, might otherwise have under sec-
tion 1786(p) of this title.

(J) Incidental powers
The Board may, as conservator or liquidat-

ing agent—
(i) exercise all powers and authorities

specifically granted to conservators or liq-
uidating agents, respectively, under this
chapter and such incidental powers as
shall be necessary to carry out such pow-
ers; and

(ii) take any action authorized by this
chapter,

which the Board determines is in the best in-
terests of the credit union, its account hold-
ers, or the Board.

(3) Authority of liquidating agent to determine
claims

(A) In general
The Board may, as liquidating agent, de-

termine claims in accordance with the re-
quirements of this subsection and regula-
tions prescribed under paragraph (4).
(B) Notice requirements

The liquidating agent, in any case involv-
ing the liquidation or winding up of the af-
fairs of a closed credit union, shall—

(i) promptly publish a notice to the cred-
it union’s creditors to present their
claims, together with proof, to the liq-
uidating agent by a date specified in the
notice which shall be not less than 90 days
after the publication of such notice; and

(ii) republish such notice approximately
1 month and 2 months, respectively, after
the publication under clause (i).

(C) Mailing required
The liquidating agent shall mail a notice

similar to the notice published under sub-
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paragraph (B)(i) at the time of such publica-
tion to any creditor shown on the credit
union’s books—

(i) at the creditor’s last address appear-
ing in such books; or

(ii) upon discovery of the name and ad-
dress of a claimant not appearing on the
credit union’s books within 30 days after
the discovery of such name and address.

(4) Rulemaking authority relating to deter-
mination of claims

The Board may prescribe regulations regard-
ing the allowance or disallowance of claims by
the liquidating agent and providing for admin-
istrative determination of claims and review
of such determination.
(5) Procedures for determination of claims

(A) Determination period
(i) In general

Before the end of the 180-day period be-
ginning on the date any claim against a
credit union is filed with the Board as liq-
uidating agent, the Board shall determine
whether to allow or disallow the claim and
shall notify the claimant of any deter-
mination with respect to such claim.
(ii) Extension of time

The period described in clause (i) may be
extended by a written agreement between
the claimant and the Board.
(iii) Mailing of notice sufficient

The requirements of clause (i) shall be
deemed to be satisfied if the notice of any
determination with respect to any claim is
mailed to the last address of the claimant
which appears—

(I) on the credit union’s books;
(II) in the claim filed by the claimant;

or
(III) in documents submitted in proof

of the claim.
(iv) Contents of notice of disallowance

If any claim filed under clause (i) is dis-
allowed, the notice to the claimant shall
contain—

(I) a statement of each reason for the
disallowance; and

(II) the procedures available for ob-
taining agency review of the determina-
tion to disallow the claim or judicial de-
termination of the claim.

(B) Allowance of proven claims
The liquidating agent shall allow any

claim received on or before the date speci-
fied in the notice published under paragraph
(3)(B)(i) by the liquidating agent from any
claimant which is proved to the satisfaction
of the liquidating agent.
(C) Disallowance of claims filed after end of

filing period
(i) In general

Except as provided in clause (ii), claims
filed after the date specified in the notice
published under paragraph (3)(B)(i) shall be
disallowed and such disallowance shall be
final.

(ii) Certain exceptions
Clause (i) shall not apply with respect to

any claim filed by any claimant after the
date specified in the notice published
under paragraph (3)(B)(i) and such claim
may be considered by the liquidating
agent if—

(I) the claimant did not receive notice
of the appointment of the liquidating
agent in time to file such claim before
such date; and

(II) such claim is filed in time to per-
mit payment of such claim.

(D) Authority to disallow claims
The liquidating agent may disallow any

portion of any claim by a creditor or claim
of security, preference, or priority which is
not proved to the satisfaction of the liq-
uidating agent.
(E) No judicial review of determination pur-

suant to subparagraph (D)
No court may review the Board’s deter-

mination pursuant to subparagraph (D) to
disallow a claim.
(F) Legal effect of filing

(i) Statute of limitation tolled
For purposes of any applicable statute of

limitations, the filing of a claim with the
liquidating agent shall constitute a com-
mencement of an action.
(ii) No prejudice to other actions

Subject to paragraph (12), the filing of a
claim with the liquidating agent shall not
prejudice any right of the claimant to con-
tinue any action which was filed before the
appointment of the liquidating agent.

(6) Provision for agency review or judicial de-
termination of claims

(A) In general
Before the end of the 60-day period begin-

ning on the earlier of—
(i) the end of the period described in

paragraph (5)(A)(i) with respect to any
claim against a credit union for which the
Board is liquidating agent; or

(ii) the date of any notice of disallow-
ance of such claim pursuant to paragraph
(5)(A)(i),

the claimant may request administrative re-
view of the claim in accordance with sub-
paragraph (A) or (B) of paragraph (7) or file
suit on such claim (or continue an action
commenced before the appointment of the
liquidating agent) in the district or terri-
torial court of the United States for the dis-
trict within which the credit union’s prin-
cipal place of business is located or the
United States District Court for the District
of Columbia (and such court shall have juris-
diction to hear such claim).
(B) Statute of limitations

If any claimant fails to—
(i) request administrative review of any

claim in accordance with subparagraph (A)
or (B) of paragraph (7); or

(ii) file suit on such claim (or continue
an action commenced before the appoint-
ment of the liquidating agent),
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before the end of the 60-day period described
in subparagraph (A), the claim shall be
deemed to be disallowed (other than any por-
tion of such claim which was allowed by the
liquidating agent) as of the end of such pe-
riod, such disallowance shall be final, and
the claimant shall have no further rights or
remedies with respect to such claim.

(7) Review of claims
(A) Administrative hearing

If any claimant requests review under this
subparagraph in lieu of filing or continuing
any action under paragraph (6) and the
Board agrees to such request, the Board
shall consider the claim after opportunity
for a hearing on the record. The final deter-
mination of the Board with respect to such
claim shall be subject to judicial review
under chapter 7 of title 5.
(B) Other review procedures

(i) In general
The Board shall also establish such al-

ternative dispute resolution processes as
may be appropriate for the resolution of
claims filed under paragraph (5)(A)(i).
(ii) Criteria

In establishing alternative dispute reso-
lution processes, the Board shall strive for
procedures which are expeditious, fair,
independent, and low cost.
(iii) Voluntary binding or nonbinding pro-

cedures
The Board may establish both binding

and nonbinding processes, which may be
conducted by any government or private
party, but all parties, including the claim-
ant and the Board, must agree to the use
of the process in a particular case.
(iv) Consideration of incentives

The Board shall seek to develop incen-
tives for claimants to participate in the al-
ternative dispute resolution process.

(8) Expedited determination of claims
(A) Establishment required

The Board shall establish a procedure for
expedited relief outside of the routine claims
process established under paragraph (5) for
claimants who—

(i) allege the existence of legally valid
and enforceable or perfected security in-
terests in assets of any credit union for
which the Board has been appointed liq-
uidating agent; and

(ii) allege that irreparable injury will
occur if the routine claims procedure is
followed.

(B) Determination period
Before the end of the 90-day period begin-

ning on the date any claim is filed in accord-
ance with the procedures established pursu-
ant to subparagraph (A), the Board shall—

(i) determine—
(I) whether to allow or disallow such

claim; or
(II) whether such claim should be de-

termined pursuant to the procedures es-
tablished pursuant to paragraph (5); or

(ii) notify the claimant of the determina-
tion, and if the claim is disallowed, a
statement of each reason for the disallow-
ance and the procedure for obtaining agen-
cy review or judicial determination.

(C) Period for filing or renewing suit
Any claimant who files a request for expe-

dited relief shall be permitted to file a suit,
or to continue a suit filed before the ap-
pointment of the liquidating agent, seeking
a determination of the claimant’s rights
with respect to such security interest after
the earlier of—

(i) the end of the 90-day period beginning
on the date of the filing of a request for ex-
pedited relief; or

(ii) the date the Board denies the claim.
(D) Statute of limitations

If an action described in subparagraph (C)
is not filed, or the motion to renew a pre-
viously filed suit is not made, before the end
of the 30-day period beginning on the date on
which such action or motion may be filed in
accordance with subparagraph (B), the claim
shall be deemed to be disallowed as of the
end of such period (other than any portion of
such claim which was allowed by the liq-
uidating agent), such disallowance shall be
final, and the claimant shall have no further
rights or remedies with respect to such
claim.
(E) Legal effect of filing

(i) Statute of limitation tolled
For purposes of any applicable statute of

limitations, the filing of a claim with the
liquidating agent shall constitute a com-
mencement of an action.
(ii) No prejudice to other actions

Subject to paragraph (12), the filing of a
claim with the liquidating agent shall not
prejudice any right of the claimant to con-
tinue any action which was filed before the
appointment of the liquidating agent.

(9) Agreement as basis of claim
(A) Requirements

Except as provided in subparagraph (B),
any agreement which does not meet the re-
quirements set forth in section 1788(a)(3) of
this title shall not form the basis of, or sub-
stantially comprise, a claim against the liq-
uidating agent or the Board.
(B) Exception to contemporaneous execution

requirement
Notwithstanding section 1788(a)(3) of this

title, any agreement between a Federal
home loan bank or Federal Reserve bank
and any insured credit union which was exe-
cuted before the extension of credit by such
bank to such credit union shall be treated as
having been executed contemporaneously
with such extension of credit for purposes of
subparagraph (A).

(10) Payment of claims
(A) In general

The liquidating agent may, in the liquidat-
ing agent’s discretion and to the extent
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funds are available, pay creditor claims
which are allowed by the liquidating agent,
approved by the Board pursuant to a final
determination pursuant to paragraph (7) or
(8), or determined by the final judgment of
any court of competent jurisdiction in such
manner and amounts as are authorized
under this chapter.
(B) Payment of dividends on claims

The liquidating agent may, in the liquidat-
ing agent’s sole discretion, pay dividends on
proved claims at any time, and no liability
shall attach to the Board (in such Board’s
corporate capacity or as liquidating agent),
by reason of any such payment, for failure to
pay dividends to a claimant whose claim is
not proved at the time of any such payment.

(11) Distribution of assets
(A) Subrogated claims; claims of uninsured

accountholders and other creditors
The liquidating agent shall—

(i) retain for the account of the Board
such portion of the amounts realized from
any liquidation as the Board may be enti-
tled to receive in connection with the sub-
rogation of the claims of accountholders;
and

(ii) pay to accountholders and other
creditors the net amounts available for
distribution to them.

(B) Distribution to shareholders of amounts
remaining after payment of all other
claims and expenses

In any case in which funds remain after all
accountholders, creditors, other claimants,
and administrative expenses are paid, the
liquidating agent shall distribute such funds
to the credit union’s shareholders or mem-
bers together with the accounting report re-
quired under paragraph (14)(C).

(12) Suspension of legal actions
(A) In general

After the appointment of a conservator or
liquidating agent for an insured credit
union, the conservator or liquidating agent
may request a stay for a period not to ex-
ceed—

(i) 45 days, in the case of any conserva-
tor; and

(ii) 90 days, in the case of any liquidating
agent,

in any judicial action or proceeding to which
such credit union is or becomes a party.
(B) Grant of stay by all courts required

Upon receipt of a request by any conserva-
tor or liquidating agent pursuant to sub-
paragraph (A) for a stay of any judicial ac-
tion or proceeding in any court with juris-
diction of such action or proceeding, the
court shall grant such stay as to all parties.

(13) Additional rights and duties
(A) Prior final adjudication

The Board shall abide by any final un-
appealable judgment of any court of com-
petent jurisdiction which was rendered be-
fore the appointment of the Board as con-
servator or liquidating agent.

(B) Rights and remedies of conservator or
liquidating agent

In the event of any appealable judgment,
the Board as conservator or liquidating
agent shall—

(i) have all the rights and remedies
available to the credit union (before the
appointment of such conservator or liq-
uidating agent) and the Board in its cor-
porate capacity, including removal to Fed-
eral court and all appellate rights; and

(ii) not be required to post any bond in
order to pursue such remedies.

(C) No attachment or execution
No attachment or execution may issue by

any court upon assets in the possession of
the liquidating agent.
(D) Limitation on judicial review

Except as otherwise provided in this sub-
section, no court shall have jurisdiction
over—

(i) any claim or action for payment
from, or any action seeking a determina-
tion of rights with respect to, the assets of
any credit union for which the Board has
been appointed liquidating agent, includ-
ing assets which the Board may acquire
from itself as such liquidating agent; or

(ii) any claim relating to any act or
omission of such credit union or the Board
as liquidating agent.

(14) Statute of limitations for actions brought
by conservator or liquidating agent

(A) In general
Notwithstanding any provision of any con-

tract, the applicable statute of limitations
with regard to any action brought by the
Board as conservator or liquidating agent
shall be—

(i) in the case of any contract claim, the
longer of—

(I) the 6-year period beginning on the
date the claim accrues; or

(II) the period applicable under State
law; and

(ii) in the case of any tort claim, the
longer of—

(I) the 3-year period beginning on the
date the claim accrues; or

(II) the period applicable under State
law.

(B) Determination of the date on which a
claim accrues

For purposes of subparagraph (A), the date
on which the statute of limitation begins to
run on any claim described in such subpara-
graph shall be the later of—

(i) the date of the appointment of the
Board as conservator or liquidating agent;
or

(ii) the date on which the cause of action
accrues.

(15) Accounting and recordkeeping require-
ments

(A) In general
The Board as conservator or liquidating

agent shall, consistent with the accounting
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and reporting practices and procedures es-
tablished by the Board, maintain a full ac-
counting of each conservatorship and liq-
uidation or other disposition of credit
unions in default.
(B) Annual accounting or report

With respect to each conservatorship or
liquidation to which the Board was ap-
pointed, the Board shall make an annual ac-
counting or report, as appropriate, available
to the Comptroller General of the United
States or, in the case of a State-chartered
credit union, the authority which appointed
the Board as conservator or liquidating
agent.
(C) Availability of reports

Any report prepared pursuant to subpara-
graph (B) shall be made available by the
Board upon request to any shareholder of
the credit union for which the Board was ap-
pointed conservator or liquidating agent or
any other member of the public.
(D) Recordkeeping requirement

After the end of the 6-year period begin-
ning on the date the Board is appointed as
liquidating agent of an insured credit union,
the Board may destroy any records of such
credit union which the Board, in the Board’s
discretion, determines to be unnecessary un-
less directed not to do so by a court of com-
petent jurisdiction or governmental agency,
or prohibited by law.

(16) Fraudulent transfers
(A) In general

The Board, as conservator or liquidating
agent for any insured credit union, may
avoid a transfer of any interest of an institu-
tion-affiliated party, or any person who the
Board determines is a debtor of the institu-
tion, in property, or any obligation incurred
by such party or person, that was made
within 5 years of the date on which the
Board becomes conservator or liquidating
agent if such party or person voluntarily or
involuntarily made such transfer or incurred
such liability with the intent to hinder,
delay, or defraud the insured credit union or
the Board.
(B) Right of recovery

To the extent a transfer is avoided under
subparagraph (A), the Board may recover,
for the benefit of the insured credit union,
the property transferred, or, if a court so or-
ders, the value of such property (at the time
of such transfer) from—

(i) the initial transferee of such transfer
or the institution-affiliated party or per-
son for whose benefit such transfer was
made; or

(ii) any immediate or mediate transferee
of any such initial transferee.

(C) Rights of transferee or obligee
The Board may not recover under subpara-

graph (B) from—
(i) any transferee that takes for value,

including satisfaction or securing of a
present or antecedent debt, in good faith;
or

(ii) any immediate or mediate good faith
transferee of such transferee.

(D) Rights under this paragraph
The rights of the Board under this para-

graph shall be superior to any rights of a
trustee or any other party (other than any
party which is a Federal agency) under title
11.

(c) Provisions relating to contracts entered into
before appointment of conservator or liq-
uidating agent

(1) Authority to repudiate contracts
In addition to any other rights a conservator

or liquidating agent may have, the conserva-
tor or liquidating agent for any insured credit
union may disaffirm or repudiate any contract
or lease—

(A) to which such credit union is a party;
(B) the performance of which the conserva-

tor or liquidating agent, in the conservator’s
or liquidating agent’s discretion, determines
to be burdensome; and

(C) the disaffirmance or repudiation of
which the conservator or liquidating agent
determines, in the conservator’s or liquidat-
ing agent’s discretion, will promote the or-
derly administration of the credit union’s af-
fairs.

(2) Timing of repudiation
The conservator or liquidating agent ap-

pointed for any insured credit union shall de-
termine whether or not to exercise the rights
of repudiation under this subsection within a
reasonable period following such appointment.

(3) Claims for damages for repudiation
(A) In general

Except as otherwise provided in subpara-
graph (C) and paragraphs (4), (5), and (6), the
liability of the conservator or liquidating
agent for the disaffirmance or repudiation of
any contract pursuant to paragraph (1) shall
be—

(i) limited to actual direct compensatory
damages; and

(ii) determined as of—
(I) the date of the appointment of the

conservator or liquidating agent; or
(II) in the case of any contract or

agreement referred to in paragraph (8),
the date of the disaffirmance or repudi-
ation of such contract or agreement.

(B) No liability for other damages
For purposes of subparagraph (A), the term

‘‘actual direct compensatory damages’’ does
not include—

(i) punitive or exemplary damages;
(ii) damages for lost profits or oppor-

tunity; or
(iii) damages for pain and suffering.

(C) Measure of damages for repudiation of fi-
nancial contracts

In the case of any qualified financial con-
tract or agreement to which paragraph (8)
applies, compensatory damages shall be—

(i) deemed to include normal and reason-
able costs of cover or other reasonable
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measures of damages utilized in the indus-
tries for such contract and agreement
claims; and

(ii) paid in accordance with this sub-
section and subsection (f) of this section
except as otherwise specifically provided
in this section.

(4) Leases under which the credit union is the
lessee

(A) In general
If the conservator or liquidating agent dis-

affirms or repudiates a lease under which
the credit union was the lessee, the con-
servator or liquidating agent shall not be
liable for any damages (other than damages
determined pursuant to subparagraph (B))
for the disaffirmance or repudiation of such
lease.

(B) Payments of rent
Notwithstanding subparagraph (A), the

lessor under a lease to which such subpara-
graph applies shall—

(i) be entitled to the contractual rent ac-
cruing before the later of the date—

(I) the notice of disaffirmance or repu-
diation is mailed; or

(II) the disaffirmance or repudiation
becomes effective,

unless the lessor is in default or breach of
the terms of the lease;

(ii) have no claim for damages under any
acceleration clause or other penalty provi-
sion in the lease; and

(iii) have a claim for any unpaid rent,
subject to all appropriate offsets and de-
fenses, due as of the date of the appoint-
ment which shall be paid in accordance
with this subsection and subsection (b) of
this section.

(5) Leases under which the credit union is the
lessor

(A) In general
If the conservator or liquidating agent re-

pudiates an unexpired written lease of real
property of the credit union under which the
credit union is the lessor and the lessee is
not, as of the date of such repudiation, in de-
fault, the lessee under such lease may ei-
ther—

(i) treat the lease as terminated by such
repudiation; or

(ii) remain in possession of the leasehold
interest for the balance of the term of the
lease unless the lessee defaults under the
terms of the lease after the date of such re-
pudiation.

(B) Provisions applicable to lessee remaining
in possession

If any lessee under a lease described in
subparagraph (A) remains in possession of a
leasehold interest pursuant to clause (ii) of
such subparagraph—

(i) the lessee—
(I) shall continue to pay the contrac-

tual rent pursuant to the terms of the
lease after the date of the repudiation of
such lease;

(II) may offset against any rent pay-
ment which accrues after the date of the
repudiation of the lease, any damages
which accrue after such date due to the
nonperformance of any obligation of the
credit union under the lease after such
date; and

(ii) the conservator or liquidating agent
shall not be liable to the lessee for any
damages arising after such date as a result
of the repudiation other than the amount
of any offset allowed under clause (i)(II).

(6) Contracts for the sale of real property
(A) In general

If the conservator or liquidating agent re-
pudiates any contract (which meets the re-
quirements of each paragraph of section
1788(a)(3) of this title) for the sale of real
property and the purchaser of such real
property under such contract is in posses-
sion and is not, as of the date of such repudi-
ation, in default, such purchaser may ei-
ther—

(i) treat the contract as terminated by
such repudiation; or

(ii) remain in possession of such real
property.

(B) Provisions applicable to purchaser re-
maining in possession

If any purchaser of real property under
any contract described in subparagraph (A)
remains in possession of such property pur-
suant to clause (ii) of such subparagraph—

(i) the purchaser—
(I) shall continue to make all pay-

ments due under the contract after the
date of the repudiation of the contract;
and

(II) may offset against any such pay-
ments any damages which accrue after
such date due to the nonperformance
(after such date) of any obligation of the
credit union under the contract; and

(ii) the conservator or liquidating agent
shall—

(I) not be liable to the purchaser for
any damages arising after such date as a
result of the repudiation other than the
amount of any offset allowed under
clause (i)(II);

(II) deliver title to the purchaser in ac-
cordance with the provisions of the con-
tract; and

(III) have no obligation under the con-
tract other than the performance re-
quired under subclause (II).

(C) Assignment and sale allowed
(i) In general

No provision of this paragraph shall be
construed as limiting the right of the con-
servator or liquidating agent to assign the
contract described in subparagraph (A) and
sell the property subject to the contract
and the provisions of this paragraph.
(ii) No liability after assignment and sale

If an assignment and sale described in
clause (i) is consummated, the conservator
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or liquidating agent shall have no further
liability under the contract described in
subparagraph (A) or with respect to the
real property which was the subject of
such contract.

(7) Provisions applicable to service contracts
(A) Services performed before appointment

In the case of any contract for services be-
tween any person and any insured credit
union for which the Board has been ap-
pointed conservator or liquidating agent,
any claim of such person for services per-
formed before the appointment of the con-
servator or the liquidating agent shall be—

(i) a claim to be paid in accordance with
subsection (b) of this section; and

(ii) deemed to have arisen as of the date
the conservator or liquidating agent was
appointed.

(B) Services performed after appointment
and prior to repudiation

If, in the case of any contract for services
described in subparagraph (A), the conserva-
tor or liquidating agent accepts performance
by the other person before the conservator
or liquidating agent makes any determina-
tion to exercise the right of repudiation of
such contract under this section—

(i) the other party shall be paid under
the terms of the contract for the services
performed; and

(ii) the amount of such payment shall be
treated as an administrative expense of
the conservatorship or liquidation.

(C) Acceptance of performance no bar to sub-
sequent repudiation

The acceptance by any conservator or liq-
uidating agent of services referred to in sub-
paragraph (B) in connection with a contract
described in such subparagraph shall not af-
fect the right of the conservator or liquidat-
ing agent to repudiate such contract under
this section at any time after such perform-
ance.

(8) Certain qualified financial contracts
(A) Rights of parties to contracts

Subject to paragraph (12) of this sub-
section and notwithstanding any other pro-
vision of this chapter (other than subsection
(b)(9) of this section and section 1788(a)(3) of
this title), any other Federal law, or the law
of any State, no person shall be stayed or
prohibited from exercising—

(i) any right to cause the termination or
liquidation of any qualified financial con-
tract with an insured credit union which
arises upon the appointment of the Board
as liquidating agent for such credit union
at any time after such appointment;

(ii) any right under any security ar-
rangement relating to any contract or
agreement described in clause (i); or

(iii) any right to offset or net out any
termination value, payment amount, or
other transfer obligation arising under or
in connection with 1 or more contracts and
agreements described in clause (i), includ-
ing any master agreement for such con-
tracts or agreements.

(B) Applicability of other provisions
Subsection (b)(12) of this section shall

apply in the case of any judicial action or
proceeding brought against any liquidating
agent referred to in subparagraph (A), or the
credit union for which such liquidating
agent was appointed, by any party to a con-
tract or agreement described in subpara-
graph (A)(i) with such credit union.
(C) Certain transfers not avoidable

(i) In general
Notwithstanding paragraph (11), the

Board, whether acting as such or as con-
servator or liquidating agent of an insured
credit union, may not avoid any transfer
of money or other property in connection
with any qualified financial contract with
an insured credit union.
(ii) Exception for certain transfers

Clause (i) shall not apply to any transfer
of money or other property in connection
with any qualified financial contract with
an insured credit union if the Board deter-
mines that the transferee had actual in-
tent to hinder, delay, or defraud such cred-
it union, the creditors of such credit
union, or any conservator or liquidating
agent appointed for such credit union.

(D) Certain contracts and agreements de-
fined

For purposes of this subsection—
(i) Qualified financial contract

The term ‘‘qualified financial contract’’
means any securities contract, forward
contract, repurchase agreement, and any
similar agreement that the Board deter-
mines by regulation to be a qualified fi-
nancial contract for purposes of this para-
graph.
(ii) Securities contract

The term ‘‘securities contract’’—
(I) has the meaning given to such term

in section 741 of title 11, except that the
term ‘‘security’’ (as used in such section)
shall be deemed to include any mortgage
loan, any mortgage-related security (as
defined in section 78c(a)(41) of title 15),
and any interest in any mortgage loan or
mortgage-related security; and

(II) does not include any participation
in a commercial mortgage loan unless
the Board determines by regulation, res-
olution, or order to include any such par-
ticipation within the meaning of such
term.

(iii) Forward contract
The term ‘‘forward contract’’ has the

meaning given to such term in section 101
of title 11.
(iv) Repurchase agreement

The term ‘‘repurchase agreement’’—
(I) has the meaning given to such term

in section 101 of title 11, except that the
items (as described in such section)
which may be subject to any such agree-
ment shall be deemed to include mort-
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gage-related securities (as such term is
defined in section 78c(a)(41) of title 15,1
any mortgage loan, and any interest in
any mortgage loan; and

(II) does not include any participation
in a commercial mortgage loan unless
the Board determines by regulation, res-
olution, or order to include any such par-
ticipation within the meaning of such
term.

(v) Transfer
The term ‘‘transfer’’ has the meaning

given to such term in section 101 of title
11.

(E) Certain protections in event of appoint-
ment of conservator

Notwithstanding any other provision of
this chapter (other than paragraph (12) of
this subsection, subsection (b)(9) of this sec-
tion, and section 1788(a)(3) of this title), any
other Federal law, or the law of any State,
no person shall be stayed or prohibited from
exercising—

(i) any right such person has to cause the
termination, liquidation, or acceleration
of any qualified financial contract with a
credit union in a conservatorship based
upon a default under such financial con-
tract which is enforceable under applicable
noninsolvency law;

(ii) any right under any security ar-
rangement relating to such qualified fi-
nancial contracts; or

(iii) any right to offset or net out any
termination values, payment amounts, or
other transfer obligations arising under or
in connection with such qualified financial
contracts.

(9) Transfer of qualified financial contracts
In making any transfer of assets or liabil-

ities of a credit union in default which in-
cludes any qualified financial contract, the
conservator or liquidating agent for such cred-
it union shall either—

(A) transfer to 1 credit union (other than a
credit union in default)—

(i) all qualified financial contracts be-
tween—

(I) any person or any affiliate of such
person; and

(II) the credit union in default;

(ii) all claims of such person or any affil-
iate of such person against such credit
union under any such contract (other than
any claim which, under the terms of any
such contract, is subordinated to the
claims of general unsecured creditors of
such credit union);

(iii) all claims of such credit union
against such person or any affiliate of such
person under any such contract; and

(iv) all property securing any claim de-
scribed in clause (ii) or (iii) under any such
contract; or

(B) transfer none of the financial con-
tracts, claims, or property referred to in

subparagraph (A) (with respect to such per-
son and any affiliate of such person).

(10) Notification of transfer
(A) In general

If—
(i) the conservator or liquidating agent

for an insured credit union in default
makes any transfer of the assets and li-
abilities of such credit union; and

(ii) the transfer includes any qualified fi-
nancial contract,

the conservator or liquidating agent shall
use such conservator’s or liquidating agent’s
best efforts to notify any person who is a
party to any such contract of such transfer
by 12:00, noon (local time), on the business
day following such transfer.
(B) ��Business day�� defined

For purposes of this paragraph, the term
‘‘business day’’ means any day other than
any Saturday, Sunday, or any day on which
either the New York Stock Exchange or the
Federal Reserve Bank of New York is closed.

(11) Certain security interests not avoidable
No provision of this subsection shall be con-

strued as permitting the avoidance of any le-
gally enforceable or perfected security inter-
est in any of the assets of any credit union ex-
cept where such an interest is taken in con-
templation of the credit union’s insolvency or
with the intent to hinder, delay, or defraud
the credit union or the creditors of such credit
union.
(12) Authority to enforce contracts

(A) In general
The conservator or liquidating agent may

enforce any contract, other than a director’s
or officer’s liability insurance contract or a
credit union bond, entered into by the credit
union notwithstanding any provision of the
contract providing for termination, default,
acceleration, or exercise of rights upon, or
solely by reason of, insolvency or the ap-
pointment of a conservator or liquidating
agent.
(B) Certain rights not affected

No provision of this paragraph may be con-
strued as impairing or affecting any right of
the conservator or liquidating agent to en-
force or recover under a directors or officers
liability insurance contract or credit union
bond under other applicable law.

(13) Exception for Federal Reserve and Federal
home loan banks

No provision of this subsection shall apply
with respect to—

(A) any extension of credit from any Fed-
eral home loan bank or Federal Reserve
bank to any insured depository institution;
or

(B) any security interest in the assets of
the institution securing any such extension
of credit.

(d) Payment of insured deposits
(1) In general

In case of the liquidation of any insured
credit union, payment of the insured deposits
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in such credit union shall be made by the
Board as soon as possible, subject to the provi-
sions of subsection (e) of this section, either
by cash or by making available to each
accountholder a transferred deposit in a new
credit union in the same community or in an-
other insured credit union in an amount equal
to the insured deposit of such accountholder.
(2) Proof of claims

The Board, in its discretion, may require
proof of claims to be filed and may approve or
reject such claims for insured deposits.
(3) Resolution of disputes

(A) Resolutions in accordance to 2 Board reg-
ulations

In the case of any disputed claim relating
to any insured deposit or any determination
of insurance coverage with respect to any
deposit, the Board may resolve such disputed
claim in accordance with regulations pre-
scribed by the Board establishing procedures
for resolving such claims.
(B) Adjudication of claims

If the Board has not prescribed regulations
establishing procedures for resolving dis-
puted claims, the Board may require the
final determination of a court of competent
jurisdiction before paying any such claim.

(4) Review of Board�s determination
Final determination made by the Board

shall be reviewable in accordance with chapter
7 of title 5 by the United States Court of Ap-
peals for the District of Columbia or the court
of appeals for the Federal judicial circuit
where the principal place of business of the
credit union is located.
(5) Statute of limitations

Any request for review of a final determina-
tion by the Board shall be filed with the ap-
propriate circuit court of appeals not later
than 60 days after such determination is or-
dered.

(e) Subrogation of Board
(1) In general

Notwithstanding any other provision of Fed-
eral law, the law of any State, or the constitu-
tion of any State, the Board, upon the pay-
ment to any accountholder as provided in sub-
section (d) of this section in connection with
any insured credit union described in such sub-
section or the assumption of any deposit in
such credit union by another insured credit
union pursuant to this section, shall be sub-
rogated to all rights of the accountholder
against such credit union to the extent of such
payment or assumption.
(2) Dividends on subrogated amounts

The subrogation of the Board under para-
graph (1) with respect to any insured credit
union shall include the right on the part of the
Board to receive the same dividends from the
proceeds of the assets of such credit union as
would have been payable to the accountholder
on a claim for the insured deposit, but such

accountholder shall retain such claim for any
uninsured or unassumed portion of the de-
posit.

(f) Valuation of claims in default
(1) In general

Notwithstanding any other provision of Fed-
eral law or the law of any State, this sub-
section shall govern the rights of the creditors
(other than insured accountholders) of such
credit union.
(2) Maximum liability

The maximum liability of the Board, acting
as liquidating agent or in any other capacity,
to any person having a claim against the liq-
uidating agent or the insured credit union for
which such liquidating agent is appointed
shall equal the amount such claimant would
have received if the Board had liquidated the
assets and liabilities of such credit union
without exercising the Board’s authority
under subsection (n) of this section.
(3) Additional payments authorized

(A) In general
The Board may, in its discretion and in the

interests of minimizing its losses, use its
own resources to make additional payments
or credit additional amounts to or with re-
spect to or for the account of any claimant
or category of claimants. The Board shall
not be obligated, as a result of having made
any such payment or credited any such
amount to or with respect to or for the ac-
count of any claimant or category of claim-
ants, to make payments to any other claim-
ant or category or 3 claimants.
(B) Manner of payment

The Board may make the payments or
credit the amounts specified in subpara-
graph (A) directly to the claimants or may
make such payments or credit such amounts
to an open insured credit union to induce the
open insured credit union to accept liability
for such claims.

(g) Limitation on court action
Except as provided in this section, no court

may take any action, except at the request of
the Board of Directors by regulation or order, to
restrain or affect the exercise of powers or func-
tions of the Board as a conservator or a liquidat-
ing agent.
(h) Liability of directors and officers

A director or officer of an insured credit union
may be held personally liable for monetary dam-
ages in any civil action by, on behalf of, or at
the request or direction of the Board, which ac-
tion is prosecuted wholly or partially for the
benefit of the Board—

(1) acting as conservator or liquidating
agent of such insured credit union,

(2) acting based upon a suit, claim, or cause
of action purchased from, assigned by, or
otherwise conveyed by such liquidating agent
or conservator, or

(3) acting based upon a suit, claim, or cause
of action purchased from, assigned by, or
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otherwise conveyed in whole or in part by an
insured credit union or its affiliate in connec-
tion with assistance provided under section
1788 of this title,

for gross negligence, including any similar con-
duct or conduct that demonstrates a greater dis-
regard of a duty of care (than gross negligence)
including intentional tortious conduct, as such
terms are defined and determined under applica-
ble State law. Nothing in this paragraph shall
impair or affect any right, if any, of the Board
under other applicable law.
(i) Damages

In any proceeding related to any claim against
an insured credit union’s director, officer, em-
ployee, agent, attorney, accountant, appraiser,
or any other party employed by or providing
services to an insured credit union, recoverable
damages determined to result from the improvi-
dent or otherwise improper use or investment of
any insured credit union’s assets shall include
principal losses and appropriate interest.
(j) Board as liquidating agent of State-chartered

credit unions
Whenever any insured State-chartered credit

union shall have been closed by action of its
board of directors or by the commission, board,
or authority having supervision of such credit
union, as the case may be, or by a court of com-
petent jurisdiction, on account of bankruptcy or
insolvency, the Board shall accept appointment
as liquidating agent therefor, if such appoint-
ment is tendered by the commission, board, or
authority having supervision of such credit
union, or by a court of competent jurisdiction,
and is authorized or permitted by State law.
With respect to any such State-chartered credit
union, the Board as such liquidating agent shall
possess all the rights, powers, and privileges
granted by State law to a liquidating agent of a
State-chartered credit union. For the purposes
of this subsection, the term ‘‘liquidating agent’’
includes a liquidating agent, receiver, conserva-
tor, commission, person, or other agency
charged by law with the duty of winding up the
affairs of a credit union.
(k) Extent of insurance coverage; insurance of

public funds; insurance regarding pension
and profitsharing plans

(1) Subject to the provisions of paragraph (2),
for the purposes of this subsection, the term ‘‘in-
sured account’’ means the total amount of the
account in the member’s name (after deducting
offsets) less any part thereof which is in excess
of $100,000. Such amount shall be determined ac-
cording to such regulations as the Board may
prescribe, and, in determining the amount due
to any member, there shall be added together all
accounts in the credit union maintained by him
for his own benefit either in his own name or in
the names of others. The Board may define, with
such classifications and exceptions as it may
prescribe, the extent of the insurance coverage
provided for member accounts, including mem-
ber accounts in the name of a minor, in trust, or
in joint tenancy.

(2)(A) Notwithstanding any limitation in this
chapter or in any other provision of law relating
to the amount of insurance available for the ac-

count of any one depositor or member, in the
case of a depositor or member who is—

(i) an officer, employee, or agent of the
United States having official custody of public
funds and lawfully investing the same in a
credit union insured in accordance with this
subchapter;

(ii) an officer, employee, or agent of any
State of the United States, or of any county,
municipality, or political subdivision thereof
having official custody of public funds and
lawfully investing the same in a credit union
insured in accordance with this subchapter in
such State;

(iii) an officer, employee, or agent of the
District of Columbia having official custody of
public funds and lawfully investing the same
in a credit union insured in accordance with
this subchapter in the District of Columbia;

(iv) an officer, employee, or agent of the
Commonwealth of Puerto Rico, of the Panama
Canal Zone, or of any territory or possession
of the United States, or of any county, munici-
pality, or political subdivision thereof having
official custody of public funds and lawfully
investing the same in a credit union insured in
accordance with this subchapter in the Com-
monwealth of Puerto Rico, the Panama Canal
Zone, or any such territory or possession, re-
spectively; or

(v) an officer, employee, or agent of any In-
dian tribe (as defined in section 1452(c) of title
25) or agency thereof having official custody of
tribal funds and lawfully investing the same in
a credit union insured in accordance with this
subchapter;

his account shall be insured in an amount not to
exceed $100,000 per account.

(B) The Board may limit the aggregate
amount of funds that may be invested or depos-
ited in any credit union insured in accordance
with this subchapter by any depositor or mem-
ber referred to in subparagraph (A) on the basis
of the size of any such credit union in terms of
its assets.

(3) Notwithstanding any limitation in this
subchapter or in any other provision of law re-
lating to the amount of insurance available for
the account of any one depositor or member,
funds invested in a credit union insured in ac-
cordance with this subchapter pursuant to a
pension or profit-sharing plan described in sec-
tion 401(d) of title 26, and funds invested in such
an insured credit union in the form of individual
retirement accounts as described in section
408(a) of title 26, shall be insured in the amount
of $100,000 per account. As to any plan qualifying
under section 401(d) or section 408(a) of title 26,
the term ‘‘per account’’ means the present vest-
ed and ascertainable interest of each beneficiary
under the plan, excluding any remainder inter-
est created by, or as a result of, the plan.

(l) Payment; discharge of liability
Payment of an insured account to any person

by the Board shall discharge the Board to the
same extent that payment to such person by the
closed insured credit union would have dis-
charged it from liability for the insured ac-
count.
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(m) Undisclosed names
Except as otherwise prescribed by the Board,

the Board shall not be required to recognize as
the owner of any portion of an account appear-
ing on the records of the closed credit union
under a name other than that of the claimant
any person whose name or interest as such
owner is not disclosed on the records of such
closed credit union as part owner of such ac-
count, if such recognition would increase the ag-
gregate amount of the insured accounts in such
closed credit union.
(n) Withholding of payment due to liability of

credit union member
The Board may withhold payment of such por-

tion of the insured account of any member of a
closed credit union as may be required to pro-
vide for the payment of any direct or indirect li-
ability of such member to the closed credit
union or its liquidating agent, which is not off-
set against a claim due from such credit union,
pending the determination and payment of such
liability by such member or any other person
liable therefor.
(o) Unclaimed insured accounts; limitations

If, after the Board shall have given at least
four months’ notice to the member by mailing a
copy thereof to his last-known address appear-
ing on the records of the closed credit union,
any member of the closed credit union shall fail
to claim his insured account from the Board
within 18 months after the appointment of the
liquidating agent for the closed credit union, all
rights of the member against the Board with re-
spect to the insured accounts shall be barred,
and all rights of the member against the closed
credit union, or the estate to which the Board
may have become subrogated, shall thereupon
revert to the member.
(p) Sale of assets; security for loans; approval of

court; agreements affecting interest of Board
in any asset acquired by it

(1) Liquidating agents of insured credit unions
closed for liquidation on account of bankruptcy
or insolvency may offer the assets of such credit
unions for sale to the Board or as security for
loans from the Board, upon receiving permission
from the commission, board, or authority hav-
ing supervision of such credit union, in the case
of an insured State-chartered credit union, in
accordance with express provisions of State law.
The proceeds of every such sale or loan shall be
utilized for the same purposes and in the same
manner as other funds realized from the liquida-
tion of the assets of such credit unions. The
Board, in its discretion, may make loans on the
security of or may purchase and liquidate or sell
any part of the assets of an insured credit union
closed for liquidation on account of bankruptcy
or insolvency, but in any case in which the
Board is acting as liquidating agent of a closed
insured credit union, no such loan or purchase
shall be made without the approval of a court of
competent jurisdiction.

(2) No agreement which tends to diminish or
defeat the right, title, or interest of the Board
in any asset acquired by it under this sub-
section, either as security for a loan or by pur-
chase, shall be valid against the Board unless
such agreement—

(A) shall be in writing;
(B) shall have been executed by the credit

union and the person or persons claiming an
adverse interest thereunder, including the ob-
ligor, contemporaneously with the acquisition
of the asset by the credit union;

(C) shall have been approved by the board of
directors of the credit union, which approval
shall be reflected in the minutes of such board;
and

(D) shall have been, continuously, from the
time of its execution, an official record of the
credit union.

(q) Prohibition on certain acquisitions of assets
(1) Convicted debtors

Except as provided in paragraph (2), any in-
dividual who—

(A) has been convicted of an offense under
section 215, 657, 1006, 1014, 1032, 1341, 1343, or
1344 of title 18 or of conspiring to commit
any such offense, affecting any insured cred-
it union for which the Board is appointed
conservator or liquidating agent; and

(B) is in default on any loan or other ex-
tension of credit from such insured credit
union which, if not paid, will cause substan-
tial loss to the credit union, the National
Credit Union Share Insurance Fund, or the
Board,

may not purchase any asset of such credit
union from the conservator or liquidating
agent.
(2) Settlement of claims

Paragraph (1) shall not apply to the sale or
transfer by the Board of any asset of any in-
sured credit union to any individual if the sale
or transfer of the asset resolves or settles, or
is part of the resolution or settlement, of—

(A) 1 or more claims that have been, or
could have been, asserted by the Board
against the individual; or

(B) obligations owed by the individual to
the insured credit union or the Board.

(r) Foreign investigations
The Board, as conservator or liquidating agent

of any insured credit union and for purposes of
carrying out any power, authority, or duty with
respect to an insured credit union—

(1) may request the assistance of any foreign
banking authority and provide assistance to
any foreign banking authority in accordance
with section 1786(u) of this title; and

(2) may maintain an office to coordinate for-
eign investigations or investigations on behalf
of foreign banking authorities.

(June 26, 1934, ch. 750, title II, § 207, as added
Pub. L. 91–468, § 1(3), Oct. 19, 1970, 84 Stat. 1010;
amended Pub. L. 93–495, title I, §§ 101(c), 104(a),
Oct. 28, 1974, 88 Stat. 1501, 1503; Pub. L. 95–630,
title V, § 502(b), title XIV, § 1401(c), Nov. 10, 1978,
92 Stat. 3681, 3712; Pub. L. 96–153, title III,
§ 323(c), Dec. 21, 1979, 93 Stat. 1120; Pub. L. 96–221,
title III, § 308(c)(1), Mar. 31, 1980, 94 Stat. 148;
Pub. L. 99–514, § 2, Oct. 22, 1986, 100 Stat. 2095;
Pub. L. 100–86, title VII, § 714(a), (b), Aug. 10,
1987, 101 Stat. 654, 655; Pub. L. 101–73, title IX,
§ 915(c), title XII, § 1217(a), Aug. 9, 1989, 103 Stat.
486, 530; Pub. L. 101–647, title XXV, §§ 2521(a)(2),
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2526(b), 2528(b), 2532(d), 2534(b), Nov. 29, 1990, 104
Stat. 4864, 4876, 4878, 4882, 4883; Pub. L. 103–394,
title V, § 501(c)(1), Oct. 22, 1994, 108 Stat. 4143;
Pub. L. 105–219, title III, § 301(b)(2), Aug. 7, 1998,
112 Stat. 930.)

REFERENCES IN TEXT

The Federal Rules of Civil Procedure, referred to in
subsec. (b)(2)(G), (H), are set out in the Appendix to
Title 28, Judiciary and Judicial Procedure.

For definition of Canal Zone, referred to in subsec.
(k)(2)(A)(iv), see section 3602(b) of Title 22, Foreign Re-
lations and Intercourse.

AMENDMENTS

1998—Subsec. (a)(1)(A). Pub. L. 105–219, § 301(b)(2)(A),
substituted ‘‘itself’’ for ‘‘himself’’.

Subsec. (a)(3). Pub. L. 105–219, § 301(b)(2)(B), added par.
(3).

1994—Subsec. (c)(8)(D). Pub. L. 103–394 substituted
‘‘section 741’’ for ‘‘section 741(7)’’ in cl. (ii)(I), ‘‘section
101’’ for ‘‘section 101(24)’’ in cl. (iii), ‘‘section 101’’ for
‘‘section 101(41)’’ in cl. (iv)(I), and ‘‘section 101’’ for
‘‘section 101(50)’’ in cl. (v).

1990—Subsec. (b)(2)(G), (H). Pub. L. 101–647, § 2521(a)(2),
added subpars. (G) and (H). Former subpar. (G) redesig-
nated (I).

Subsec. (b)(2)(I). Pub. L. 101–647, § 2534(b), added sub-
par. (I). Former subpar. (I) redesignated (J).

Pub. L. 101–647, § 2521(a)(2), redesignated subpar. (G) as
(I).

Subsec. (b)(2)(J). Pub. L. 101–647, § 2534(b), redesig-
nated subpar. (I) as (J).

Subsec. (b)(16). Pub. L. 101–647, § 2528(b), added par.
(16).

Subsec. (q). Pub. L. 101–647, § 2526(b), added subsec. (q).
Subsec. (r). Pub. L. 101–647, § 2532(d), added subsec. (r).
1989—Subsec. (a)(2), (3). Pub. L. 101–73, § 1217(a)(1), re-

designated par. (3) as (2) and struck out former par. (2)
which detailed the duties of the Board in serving as liq-
uidating agent for bankrupt or insolvent credit unions.

Subsec. (b). Pub. L. 101–73, § 1217(a)(3), (4), added sub-
sec. (b) and redesignated former subsec. (b) as (j).

Subsec. (c). Pub. L. 101–73, § 1217(a)(3), (4), added sub-
sec. (c) and redesignated former subsec. (c) as (k).

Subsec. (d). Pub. L. 101–73, § 1217(a)(2), (4), added sub-
sec. (d) and struck out former subsec. (d) which pro-
vided for subrogation by the Board to all rights of a
member against a closed credit union to the extent of
the Board’s payment to the member.

Subsecs. (e) to (i). Pub. L. 101–73, § 1217(a)(3), (4), added
subsecs. (e) to (i) and redesignated former subsecs. (e)
to (i) as (l) to (p), respectively.

Subsec. (j). Pub. L. 101–73, § 1217(a)(2), (3), redesig-
nated former subsec. (b) as (j) and struck out former
subsec. (j) which provided that the power of the Board
respecting liquidations was subject to the Board’s own
regulations or to regulations of other public authori-
ties.

Subsec. (k). Pub. L. 101–73, § 1217(a)(3), (5), redesig-
nated former subsec. (c) as (k) and in par. (1), struck
out first and fifth sentences which provided that, when-
ever an insured credit union was closed for liquidation
on account of bankruptcy or insolvency, the Board was
to pay insured accounts as soon as possible, and that in
such cases the Board could investigate claims, require
proof of them, and require determination by a court.

Subsec. (k)(1). Pub. L. 101–73, § 915(c), inserted ‘‘may
investigate said claims under section 1786(p) of this
title,’’ after ‘‘before paying the insured accounts,’’ in
last sentence.

Subsecs. (l) to (p). Pub. L. 101–73, § 1217(a)(3), redesig-
nated former subsecs. (e) to (i) as (l) to (p), respec-
tively.

1987—Subsec. (a)(1). Pub. L. 100–86, § 714(a), designated
existing provisions as subpar. (A) and added subpar. (B).

Subsec. (j). Pub. L. 100–86, § 714(b), redesignated
former section 1788(c) of this title as subsec. (j) of this
section and substituted ‘‘subject only to the regulation

of the Board, or, in cases where the Board has been ap-
pointed liquidating agent solely by a public authority
having jurisdiction over the matter other than said
Board, subject only to the regulation of such public au-
thority’’ for ‘‘subject to the regulation of the court or
other public body having jurisdiction over the matter’’.

1986—Subsec. (c)(3). Pub. L. 99–514 substituted ‘‘Inter-
nal Revenue Code of 1986’’ for ‘‘Internal Revenue Code
of 1954’’ wherever appearing, which for purposes of codi-
fication was translated as ‘‘title 26’’ thus requiring no
change in text.

1980—Subsec. (c)(1). Pub. L. 96–221 substituted
‘‘$100,000’’ for ‘‘$40,000’’.

1979—Subsec. (c)(2)(A)(v). Pub. L. 96–153 added cl. (v).
1978—Subsecs. (a), (b). Pub. L. 95–630, § 502(b), sub-

stituted ‘‘Board’’ for ‘‘Administrator’’ wherever appear-
ing, ‘‘it’’ for ‘‘he’’ and ‘‘him’’, and ‘‘its’’ for ‘‘his’’,
where appropriate.

Subsec. (c). Pub. L. 95–630, §§ 502(b), 1401(c), sub-
stituted in pars. (1) and (2) ‘‘Board’’ for ‘‘Adminis-
trator’’ wherever appearing and ‘‘it’’ and ‘‘its’’ for ‘‘he’’
and ‘‘his’’, respectively, where appropriate, and added
par. (3).

Subsecs. (d) to (i). Pub. L. 95–630, § 502(b), substituted
‘‘Board’’ for ‘‘Administrator’’ wherever appearing, and
‘‘it’’ and ‘‘its’’ for ‘‘him’’ and ‘‘his’’, respectively, where
appropriate.

1974—Subsec. (c)(1). Pub. L. 93–495, §§ 101(c)(1), (2),
104(a), redesignated existing provisions as par. (1), sub-
stituted ‘‘Subject to the provisions of paragraph (2), for
the purposes of this subsection’’ for ‘‘For the purposes
of this subsection’’, and substituted ‘‘$40,000’’ for
‘‘$20,000’’. As enacted section 104(a) of Pub. L. 93–495
amended the first sentence; however the amendment
was executed to the second sentence editorially since
this would appear to be the probable intent of Congress.

Subsec. (c)(2). Pub. L. 93–495, § 101(c)(3), added par. (2).

EFFECTIVE DATE OF 1994 AMENDMENT

Amendment by Pub. L. 103–394 effective Oct. 22, 1994,
and not applicable with respect to cases commenced
under Title 11, Bankruptcy, before Oct. 22, 1994, see sec-
tion 702 of Pub. L. 103–394, set out as a note under sec-
tion 101 of Title 11.

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96–221 effective on Mar. 31,
1980, see section 308(e) of Pub. L. 96–221, set out as a
note under section 1817 of this title.

APPLICABILITY OF 1980 AMENDMENT

Section 308(c)(2) of Pub. L. 96–221 provided that: ‘‘The
amendment made by this subsection [amending this
section] is not applicable to any claim arising out of
the closing of a credit union for liquidation on account
of bankruptcy or insolvency pursuant to section 207 of
the Federal Credit Union Act (12 U.S.C. 1787) prior to
the effective date of this section [see section 308(e) of
Pub. L. 96–221, set out as an Effective Date of 1980
Amendment note under section 1817 of this title].’’

EFFECTIVE DATE OF 1979 AMENDMENT

Amendment by Pub. L. 96–153 applicable only to
claims arising after Dec. 21, 1979, with respect to a clos-
ing of a bank, etc., see section 323(e) of Pub. L. 96–153,
set out as an Effective and Termination Dates of 1979
Amendment note under section 1728 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by section 502(b) of Pub. L. 95–630 effec-
tive on expiration of 120 days after Nov. 10, 1978, and
transitional provisions, see section 509 of Pub. L. 95–630,
set out as a note under section 1752 of this title.

Section 1402 of title XIV of Pub. L. 95–630 provided
that: ‘‘This title [amending this section and sections
1728 and 1821 of this title] shall take effect upon enact-
ment [Nov. 10, 1978].’’
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EFFECTIVE DATE OF 1974 AMENDMENT

For effective date of amendment by section 101(c)(1),
(2) of Pub. L. 93–495 see section 101(g) of Pub. L. 93–495,
set out as a note under section 1813 of this title.

Section 104(b), (c) of Pub. L. 93–495 provided that:
‘‘(b) The amendment made by this section [amending

this section] is not applicable to any claim arising out
of the closing of a credit union for liquidation on ac-
count of bankruptcy or insolvency pursuant to section
207 of title II of the Federal Credit Union Act (12 U.S.C.
1787) prior to the effective date of this section.

‘‘(c) The amendment made by this section shall take
effect on the thirtieth day beginning after the date of
enactment of this Act [Oct. 28, 1974.].’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1752, 1757, 1782,
1783, 1786 of this title.

§ 1788. Special assistance to avoid liquidation

(a) Loans; purchase of assets; accounts; agree-
ments affecting interest of Board in any
asset acquired by it

(1) In order to reopen a closed insured credit
union or in order to prevent the closing of an in-
sured credit union which the Board has deter-
mined is in danger of closing or in order to as-
sist in the voluntary liquidation of a solvent
credit union, the Board, in its discretion, is au-
thorized to make loans to, or purchase the as-
sets of, or establish accounts in such insured
credit union upon such terms and conditions as
it may prescribe. Except with respect to the vol-
untary liquidation of a solvent credit union,
such loans shall be made and such accounts
shall be established only when, in the opinion of
the Board, such action is necessary to protect
the fund or the interests of the members of the
credit union.

(2) Whenever in the judgment of the Board
such action will reduce the risk or avert a
threatened loss to the fund and will facilitate a
merger or consolidation of an insured credit
union with another insured credit union, or will
facilitate the sale of the assets of an open or
closed insured credit union to and assumption of
its liability by another person, the Board may,
upon such terms and conditions as it may deter-
mine, make loans secured in whole or in part by
assets of an open or closed insured credit union,
which loans may be in subordination to the
rights of members and creditors of such credit
union, or the Board may purchase any of such
assets or may guarantee any person against loss
by reason of its assuming the liabilities and pur-
chasing the assets of an open or closed insured
credit union. For purposes of this paragraph, the
term ‘‘person’’ means any credit union, individ-
ual, partnership, corporation, trust, estate, co-
operative, association, government or govern-
mental subdivision or agency, or other entity.

(3) No agreement which tends to diminish or
defeat the right, title, or interest of the Board,
in any asset acquired by it under this sub-
section, either as security for a loan or by pur-
chase, shall be valid against the Board unless
such agreement—

(A) shall be in writing;
(B) shall have been executed by the credit

union and the person or persons claiming an
adverse interest thereunder, including the ob-
ligor, contemporaneously with the acquisition
of the asset by the credit union;

(C) shall have been approved by the board of
directors of the credit union, which approval
shall be reflected in the minutes of such board;
and

(D) shall have been continuously, from the
time of its execution, an official record of the
credit union.

(b) Protection of Fund
For the protection of the Fund, the Board,

without regard to the Federal Property and Ad-
ministrative Services Act of 1949, may—

(1) deal with, complete, reconstruct, rent,
renovate, modernize, insure, make contracts
for the management of, sell for cash or credit,
or lease, in its discretion, any real property
acquired or held by it under this section; and

(2) assign or sell at public or private sale, or
otherwise dispose of, any evidence of debt,
contract, claim, personal property, or security
assigned to or held by it under this section.

Section 5 of title 41 shall not apply to any pur-
chase or contract for services or supplies made
or entered into by the Board under this section
if the amount thereof does not exceed $1,000, or
to any contract for hazard insurance on any real
property acquired or held by it under this sec-
tion.
(c) Money paid into Fund

Money received by the Board in carrying out
this section shall be paid into the Fund.

(June 26, 1934, ch. 750, title II, § 208, as added
Pub. L. 91–468, § 1(3), Oct. 19, 1970, 84 Stat. 1013;
amended Pub. L. 92–221, § 3, Dec. 23, 1971, 85 Stat.
797; Pub. L. 93–383, title VII, § 729, Aug. 22, 1974,
88 Stat. 721; Pub. L. 95–630, title V, § 502(b), Nov.
10, 1978, 92 Stat. 3681; Pub. L. 100–86, title VII,
§ 714(b), (c), Aug. 10, 1987, 101 Stat. 655.)

REFERENCES IN TEXT

The Federal Property and Administrative Services
Act of 1949, referred to in subsec. (b), is act June 30,
1949, ch. 288, 63 Stat. 377, as amended. Except for title
III of the Act, which is classified generally to sub-
chapter IV (§ 251 et seq.) of chapter 4 of Title 41, Public
Contracts, the Act was repealed and reenacted by Pub.
L. 107–217, §§ 1, 6(b), Aug. 21, 2002, 116 Stat. 1062, 1304, as
chapters 1 to 11 of Title 40, Public Buildings, Property,
and Works.

AMENDMENTS

1987—Subsecs. (c), (d). Pub. L. 100–86 redesignated
subsec. (c) as section 1787(j) of this title and subsec. (d)
as (c).

1978—Pub. L. 95–630 substituted ‘‘Board’’ for ‘‘Admin-
istrator’’ wherever appearing, ‘‘it’’ for ‘‘he’’ and ‘‘its’’
for ‘‘him’’, and ‘‘its’’ for ‘‘his’’, where appropriate.

1974—Subsec. (a)(1). Pub. L. 93–383 inserted provisions
relating to the voluntary liquidation of a solvent credit
union and struck out provisions subordinating loans
and accounts to the rights of members and creditors of
the credit union.

1971—Subsec. (a)(2). Pub. L. 92–221 substituted ‘‘as-
sumption of its liability by another person’’ for ‘‘as-
sumption of its liability by another insured credit
union’’ and ‘‘may guarantee any person against loss by
reason of his’’ for ‘‘may guarantee any other insured
credit union against loss by reason of its’’ and inserted
definition of ‘‘person’’ as that term is used in par. (2).

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
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1 So in original. The period should be a semicolon.
2 See References in Text note below.

sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1783, 1787, 1790d
of this title.

§ 1789. Administrative provisions

(a) In carrying out the purposes of this sub-
chapter, the Board may—

(1) make contracts;
(2) sue and be sued, complain and defend, in

any court of law or equity, State or Federal.
All suits of a civil nature at common law or in
equity to which the Board shall be a party
shall be deemed to arise under the laws of the
United States, and the United States district
courts shall have original jurisdiction thereof,
without regard to the amount in controversy.
The Board may, without bond or security, re-
move any such action, suit, or proceeding
from a State court to the United States dis-
trict court for the district or division embrac-
ing the place where the same is pending by fol-
lowing any procedure for removal now or here-
after in effect, except that any such suit to
which the Board is a party in its capacity as
liquidating agent of a State-chartered credit
union and which involves only the rights or
obligations of members, creditors, and such
State credit union under State law shall not
be deemed to rise under the laws of the United
States. No attachment or execution shall be
issued against the Board or its property before
final judgment in any suit, action, or proceed-
ing in any State, county, municipal, or United
States court. The Board shall designate an
agent upon whom service of process may be
made in any State, territory, or jurisdiction in
which any insured credit union is located;

(3) pursue to final disposition by way of com-
promise or otherwise claims both for and
against the United States (other than tort
claims, claims involving administrative ex-
penses, and claims in excess of $5,000 arising
out of contracts for construction, repairs, and
the purchase of supplies and materials) which
are not in litigation and have not been re-
ferred to the Department of Justice;

(4) to appoint such officers and employees as
are not otherwise provided for in this chapter,
to define their duties, fix their compensation,
require bonds of them and fix the penalty
thereof, and to dismiss at pleasure such offi-
cers or employees. Nothing in this chapter or
any other Act shall be construed to prevent
the appointment and compensation as an offi-
cer or employee of the Administration of any
officer or employee of the United States in
any board, commission, independent establish-
ment, or executive department thereof;

(5) employ experts and consultants or orga-
nizations thereof, as authorized by section 3109
of title 5;

(6) prescribe the manner in which its general
business may be conducted and the privileges
granted to it by law may be exercised and en-
joyed;

(7) exercise all powers specifically granted
by the provisions of this subchapter and such
incidental powers as shall be necessary to
carry out the power so granted;

(8) make examinations of and require infor-
mation and reports from insured credit
unions, as provided in this subchapter.1

(9) act as liquidating agent;
(10) delegate to any officer or employee of

the Administration such of its functions as it
deems appropriate; and

(11) prescribe such rules and regulations as it
may deem necessary or appropriate to carry
out the provisions of this subchapter.

(b) With respect to the financial operations
arising by reason of this subchapter, the Board
shall—

(1) prepare annually and submit a business-
type budget as provided for wholly owned Gov-
ernment corporations by chapter 91 of title 31;
and

(2) maintain an integral set of accounts,
which shall be audited by the General Ac-
counting Office in accordance with principles
and procedures applicable to commercial cor-
porate transactions, as provided by section
9105 2 of title 31.

(June 26, 1934, ch. 750, title II, § 209, as added
Pub. L. 91–468, § 1(3), Oct. 19, 1970, 84 Stat. 1014;
amended Pub. L. 93–604, title VII, § 706, Jan. 2,
1975, 88 Stat. 1964; Pub. L. 95–630, title V, § 502(b),
Nov. 10, 1978, 92 Stat. 3681.)

REFERENCES IN TEXT

Section 9105 of title 31, referred to in subsec. (b)(2),
was amended generally by Pub. L. 101–576, title III,
§ 305, Nov. 15, 1990, 104 Stat. 2853, and as so amended no
longer directs audits to be conducted in accordance
with principles and procedures applicable to commer-
cial corporate transactions.

CODIFICATION

In subsec. (a)(5), ‘‘section 3109 of title 5’’ substituted
for ‘‘section 15 of the Administrative Expenses Act of
1946 (5 U.S.C. 55a)’’ on authority of Pub. L. 89–554, § 7(b),
Sept. 6, 1966, 80 Stat. 631, the first section of which en-
acted Title 5, Government Organization and Employ-
ees.

In subsec. (b), ‘‘chapter 91 of title 31’’ and ‘‘section
9105 of title 31’’ substituted for ‘‘the Government Cor-
poration Control Act [31 U.S.C. 841 et seq.]’’ and ‘‘sec-
tion 105 of the Government Corporation Control Act [31
U.S.C. 850]’’, respectively, on authority of Pub. L.
97–258, § 4(b), Sept. 13, 1982, 96 Stat. 1067, the first sec-
tion of which enacted Title 31, Money and Finance.

AMENDMENTS

1978—Pub. L. 95–630 substituted ‘‘Board’’ for ‘‘Admin-
istrator’’ wherever appearing, ‘‘its’’ for ‘‘his’’, and ‘‘it’’
for ‘‘he’’ and ‘‘him’’, where appropriate.

1975—Subsec. (b)(2). Pub. L. 93–604 substituted ‘‘au-
dited by the General Accounting Office’’ for ‘‘audited
annually by the General Accounting Office’’.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, and transitional provi-
sions, see section 509 of Pub. L. 95–630, set out as a note
under section 1752 of this title.

§ 1789a. Credit unions as depositaries of public
money; fiscal agents; duties

Any credit union the accounts of which are in-
sured under this title shall be a depositary of
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public money and may be employed as fiscal
agent of the United States. The Secretary of the
Treasury is authorized to deposit public money
in any such insured credit union, and shall pre-
scribe such regulations as may be necessary to
enable such credit unions to become depositaries
of public money and fiscal agents of the United
States. Each credit union shall perform all such
reasonable duties as depositaries of public
money and fiscal agent of the United States as
may be required of it including services in con-
nection with the collection of taxes and other
obligations owed the United States.

(June 26, 1934, ch. 750, title II, § 210, as added
Pub. L. 95–147, § 2(c)(1), Oct. 28, 1977, 91 Stat.
1227.)

PRIOR PROVISIONS

A prior section 210 of act June 26, 1934, ch. 750, was re-
numbered section 211 and is classified to section 1790 of
this title.

§ 1790. Nondiscriminatory provision

It is not the purpose of this subchapter to dis-
criminate in any manner against State-char-
tered credit unions and in favor of Federal cred-
it unions, but it is the purpose of this sub-
chapter to provide all credit unions with the
same opportunity to obtain and enjoy the bene-
fits of this subchapter.

(June 26, 1934, ch. 750, title II, § 211, formerly
§ 210, as added Pub. L. 91–468, § 1(3), Oct. 19, 1970,
84 Stat. 1015; renumbered § 211, Pub. L. 95–147,
§ 2(c)(2), Oct. 28, 1977, 91 Stat. 1228.)

§ 1790a. Board disapproval of directors, commit-
tee members, and senior executive officers of
insured credit unions

(a) Prior notice required
An insured credit union shall notify the Board

of the proposed addition of any individual to the
board of directors or committee or the employ-
ment of any individual as a senior executive of-
ficer of such credit union at least 30 days before
such addition or employment becomes effective,
if the insured credit union—

(1) has been chartered less than 2 years; or
(2) is in troubled condition, as determined on

the basis of such credit union’s most recent re-
port of condition or report of examination.

(b) Disapproval by Board
An insured credit union may not add any indi-

vidual to the board of directors or employ any
individual as a senior executive officer if the
Board issues a notice of disapproval of such ad-
dition or employment before the end of the 30-
day period beginning on the date the agency re-
ceives notice of the proposed action pursuant to
subsection (a) of this section.
(c) Exception in extraordinary circumstances

(1) In general
The Board may prescribe by regulation con-

ditions under which the prior notice require-
ment of subsection (a) of this section may be
waived in the event of extraordinary circum-
stances.
(2) No effect on disapproval authority of Board

Such waivers shall not affect the authority
of the Board to issue notices of disapproval of

such additions or employment of such individ-
uals within 30 days after each such waiver.

(d) Additional information
Any notice submitted to the Board by any in-

sured credit union pursuant to subsection (a) of
this section shall include—

(1) the information described in section
1817(j)(6)(A) of this title about the individual;
and

(2) such other information as the Board may
prescribe by regulation.

(e) Standard for disapproval
The Board shall issue a notice of disapproval

with respect to a notice submitted pursuant to
subsection (a) of this section if the competence,
experience, character, or integrity of the indi-
vidual with respect to whom such notice is sub-
mitted indicates that it would not be in the best
interests of the depositors of the insured credit
union or in the best interests of the public to
permit the individual to be employed by, or as-
sociated with, such insured credit union.
(f) Definition regulations

The Board shall prescribe by regulation a defi-
nition for the terms ‘‘troubled condition’’ and
‘‘senior executive officer’’ for purposes of sub-
section (a) of this section.

(June 26, 1934, ch. 750, title II, § 212, as added
Pub. L. 101–73, title IX, § 914(b), Aug. 9, 1989, 103
Stat. 485.)

CODIFICATION

Section 914(b) of Pub. L. 101–73, which directed that
this section be added to title II of ‘‘the Federal Credit
Union Insurance Act (12 U.S.C. 1781 et seq.)’’ was exe-
cuted by adding this section to the Federal Credit
Union Act, which comprises this chapter, as the prob-
able intent of Congress.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4806 of this title.

§ 1790b. Credit union employee protection rem-
edy

(a) In general
(1) Employees of credit unions

No insured credit union may discharge or
otherwise discriminate against any employee
with respect to compensation, terms, condi-
tions, or privileges of employment because the
employee (or any person acting pursuant to
the request of the employee) provided informa-
tion to the Board or the Attorney General re-
garding any possible violation of any law or
regulation by the credit union or any director,
officer, or employee of the credit union.
(2) Employees of the Administration

The Administration may not discharge or
otherwise discriminate against any employee
(including any employee of the National Cred-
it Union Central Liquidity Facility) with re-
spect to compensation, terms, conditions, or
privileges of employment because the em-
ployee (or any person acting pursuant to the
request of the employee) provided information
to the Administration or the Attorney General
regarding any possible violation of any law or
regulation by—
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(A) any credit union or the Administra-
tion;

(B) any director, officer, committee mem-
ber, or employee of any credit union; or

(C) any officer or employee of the Adminis-
tration.

(b) Enforcement
Any employee or former employee who be-

lieves he has been discharged or discriminated
against in violation of subsection (a) of this sec-
tion may file a civil action in the appropriate
United States district court before the close of
the 2-year period beginning on the date of such
discharge or discrimination. The complainant
shall also file a copy of the complaint initiating
such action with the Board.
(c) Remedies

If the district court determines that a viola-
tion of subsection (a) of this section has oc-
curred, it may order the credit union or the Ad-
ministration which committed the violation—

(1) to reinstate the employee to his former
position,

(2) to pay compensatory damages, or
(3) take other appropriate actions to remedy

any past discrimination.
(d) Limitations

The protections of this section shall not apply
to any employee who—

(1) deliberately causes or participates in the
alleged violation of law or regulation, or

(2) knowingly or recklessly provides sub-
stantially false information to such an agency
or the Attorney General.

(June 26, 1934, ch. 750, title II, § 213, as added
Pub. L. 101–73, title IX, § 932(b), Aug. 9, 1989, 103
Stat. 494; amended Pub. L. 102–242, title II,
§ 251(b)(1), (2), Dec. 19, 1991, 105 Stat. 2332, 2333;
Pub. L. 102–550, title XVI, § 1604(d), Oct. 28, 1992,
106 Stat. 4084.)

AMENDMENTS

1992—Subsec. (a)(2). Pub. L. 102–550 substituted, in
subpar. (A), ‘‘union or the’’ for ‘‘union the’’ and in sub-
par. (B), ‘‘committee member, or employee of any cred-
it union’’ for ‘‘or employee of any depository institu-
tion or any such bank’’.

1991—Subsec. (a). Pub. L. 102–242, § 251(b)(1), sub-
stituted ‘‘In general’’ for ‘‘Prohibition against discrimi-
nation against whistleblowers’’ in heading and amend-
ed text generally. Prior to amendment, text read as fol-
lows: ‘‘No federally insured credit union may discharge
or otherwise discriminate against any employee with
respect to compensation, terms, conditions, or privi-
leges of employment because the employee (or any per-
son acting pursuant to the request of the employee)
provided information to the Board or to the Attorney
General regarding a possible violation of any law or
regulation by the credit union or any of its officers, di-
rectors, or employees.’’

Subsec. (c). Pub. L. 102–242, § 251(b)(2), inserted ‘‘or
the Administration’’ after ‘‘the credit union’’.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.

EFFECTIVE DATE OF 1991 AMENDMENT

Section 251(b)(3) of Pub. L. 102–242 provided that:
‘‘Paragraph (2) of section 213(a) of the Federal Credit

Union Act [12 U.S.C. 1790b(a)(2)] (as added under the
amendment made by paragraph (1)) shall be treated as
having taken effect on January 1, 1987, and for purposes
of any cause of action arising under such paragraph (as
so effective) before the date of the enactment of this
Act [Dec. 19, 1991], the 2-year period referred to in sec-
tion 213(b) of such Act shall be deemed to begin on such
date of enactment.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 31 section 5328.

§ 1790c. Reward for information leading to recov-
eries or civil penalties

The Board may pay rewards in connection
with an offense affecting an insured credit
union, under the same circumstances and sub-
ject to the same limitations that a Federal
banking agency may pay rewards under section
1831j of this title in connection with an offense
affecting a depository institution insured by the
Federal Deposit Insurance Corporation.

(June 26, 1934, ch. 750, title II, § 214, as added
Pub. L. 101–73, title IX, § 933(b), Aug. 9, 1989, 103
Stat. 496.)

§ 1790d. Prompt corrective action

(a) Resolving problems to protect Fund
(1) Purpose

The purpose of this section is to resolve the
problems of insured credit unions at the least
possible long-term loss to the Fund.

(2) Prompt corrective action required
The Board shall carry out the purpose of this

section by taking prompt corrective action to
resolve the problems of insured credit unions.

(b) Regulations required
(1) Insured credit unions

(A) In general
The Board shall, by regulation, prescribe a

system of prompt corrective action for in-
sured credit unions that is—

(i) consistent with this section; and
(ii) comparable to section 1831o of this

title.

(B) Cooperative character of credit unions
The Board shall design the system re-

quired under subparagraph (A) to take into
account that credit unions are not-for-profit
cooperatives that—

(i) do not issue capital stock;
(ii) must rely on retained earnings to

build net worth; and
(iii) have boards of directors that consist

primarily of volunteers.

(2) New credit unions
(A) In general

In addition to regulations under paragraph
(1), the Board shall, by regulation, prescribe
a system of prompt corrective action that
shall apply to new credit unions in lieu of
this section and the regulations prescribed
under paragraph (1).

(B) Criteria for alternative system
The Board shall design the system pre-

scribed under subparagraph (A)—
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(i) to carry out the purpose of this sec-
tion;

(ii) to recognize that credit unions (as
cooperatives that do not issue capital
stock) initially have no net worth, and
give new credit unions reasonable time to
accumulate net worth;

(iii) to create adequate incentives for
new credit unions to become adequately
capitalized by the time that they either—

(I) have been in operation for more
than 10 years; or

(II) have more than $10,000,000 in total
assets;

(iv) to impose appropriate restrictions
and requirements on new credit unions
that do not make sufficient progress to-
ward becoming adequately capitalized; and

(v) to prevent evasion of the purpose of
this section.

(c) Net worth categories
(1) In general

For purposes of this section the following
definitions shall apply:

(A) Well capitalized
An insured credit union is ‘‘well capital-

ized’’ if—
(i) it has a net worth ratio of not less

than 7 percent; and
(ii) it meets any applicable risk-based

net worth requirement under subsection
(d) of this section.

(B) Adequately capitalized
An insured credit union is ‘‘adequately

capitalized’’ if—
(i) it has a net worth ratio of not less

than 6 percent; and
(ii) it meets any applicable risk-based

net worth requirement under subsection
(d) of this section.

(C) Undercapitalized
An insured credit union is ‘‘under-

capitalized’’ if—
(i) it has a net worth ratio of less than 6

percent; or
(ii) it fails to meet any applicable risk-

based net worth requirement under sub-
section (d) of this section.

(D) Significantly undercapitalized
An insured credit union is ‘‘significantly

undercapitalized’’—
(i) if it has a net worth ratio of less than

4 percent; or
(ii) if—

(I) it has a net worth ratio of less than
5 percent; and

(II) it—
(aa) fails to submit an acceptable net

worth restoration plan within the time
allowed under subsection (f) of this
section; or

(bb) materially fails to implement a
net worth restoration plan accepted by
the Board.

(E) Critically undercapitalized
An insured credit union is ‘‘critically

undercapitalized’’ if it has a net worth ratio

of less than 2 percent (or such higher net
worth ratio, not to exceed 3 percent, as the
Board may specify by regulation).

(2) Adjusting net worth levels
(A) In general

If, for purposes of section 1831o(c) of this
title, the Federal banking agencies increase
or decrease the required minimum level for
the leverage limit (as those terms are used
in section 1831o of this title), the Board may,
by regulation, and subject to subparagraph
(B) of this paragraph, correspondingly in-
crease or decrease 1 or more of the net worth
ratios specified in subparagraphs (A)
through (D) of paragraph (1) of this sub-
section in an amount that is equal to not
more than the difference between the re-
quired minimum level most recently estab-
lished by the Federal banking agencies and 4
percent of total assets (with respect to insti-
tutions regulated by those agencies).
(B) Determinations required

The Board may increase or decrease net
worth ratios under subparagraph (A) only if
the Board—

(i) determines, in consultation with the
Federal banking agencies, that the reason
for the increase or decrease in the required
minimum level for the leverage limit also
justifies the adjustment in net worth ra-
tios; and

(ii) determines that the resulting net
worth ratios are sufficient to carry out the
purpose of this section.

(C) Transition period required
If the Board increases any net worth ratio

under this paragraph, the Board shall give
insured credit unions a reasonable period of
time to meet the increased ratio.

(d) Risk-based net worth requirement for com-
plex credit unions

(1) In general
The regulations required under subsection

(b)(1) of this section shall include a risk-based
net worth requirement for insured credit
unions that are complex, as defined by the
Board based on the portfolios of assets and li-
abilities of credit unions.
(2) Standard

The Board shall design the risk-based net
worth requirement to take account of any ma-
terial risks against which the net worth ratio
required for an insured credit union to be ade-
quately capitalized may not provide adequate
protection.

(e) Earnings-retention requirement applicable to
credit unions that are not well capitalized

(1) In general
An insured credit union that is not well cap-

italized shall annually set aside as net worth
an amount equal to not less than 0.4 percent of
its total assets.
(2) Board�s authority to decrease earnings-re-

tention requirement
(A) In general

The Board may, by order, decrease the 0.4
percent requirement in paragraph (1) with
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respect to a credit union to the extent that
the Board determines that the decrease—

(i) is necessary to avoid a significant re-
demption of shares; and

(ii) would further the purpose of this sec-
tion.

(B) Periodic review required
The Board shall periodically review any

order issued under subparagraph (A).
(f) Net worth restoration plan required

(1) In general
Each insured credit union that is under-

capitalized shall submit an acceptable net
worth restoration plan to the Board within the
time allowed under this subsection.
(2) Assistance to small credit unions

The Board (or the staff of the Board) shall,
upon timely request by an insured credit
union with total assets of less than $10,000,000,
and subject to such regulations or guidelines
as the Board may prescribe, assist that credit
union in preparing a net worth restoration
plan.
(3) Deadlines for submission and review of

plans
The Board shall, by regulation, establish

deadlines for submission of net worth restora-
tion plans under this subsection that—

(A) provide insured credit unions with rea-
sonable time to submit net worth restora-
tion plans; and

(B) require the Board to act on net worth
restoration plans expeditiously.

(4) Failure to submit acceptable plan within
time allowed

(A) Failure to submit any plan
If an insured credit union fails to submit a

net worth restoration plan within the time
allowed under paragraph (3), the Board
shall—

(i) promptly notify the credit union of
that failure; and

(ii) give the credit union a reasonable op-
portunity to submit a net worth restora-
tion plan.

(B) Submission of unacceptable plan
If an insured credit union submits a net

worth restoration plan within the time al-
lowed under paragraph (3), and the Board de-
termines that the plan is not acceptable, the
Board shall—

(i) promptly notify the credit union of
why the plan is not acceptable; and

(ii) give the credit union a reasonable op-
portunity to submit a revised plan.

(5) Accepting plan
The Board may accept a net worth restora-

tion plan only if the Board determines that
the plan is based on realistic assumptions and
is likely to succeed in restoring the net worth
of the credit union.

(g) Restrictions on undercapitalized credit
unions

(1) Restriction on asset growth
An insured credit union that is under-

capitalized shall not generally permit its aver-
age total assets to increase, unless—

(A) the Board has accepted the net worth
restoration plan of the credit union for that
action;

(B) any increase in total assets is consist-
ent with the net worth restoration plan; and

(C) the net worth ratio of the credit union
increases at a rate that is consistent with
the net worth restoration plan.

(2) Restriction on member business loans
Notwithstanding section 1757a(a) of this

title, an insured credit union that is under-
capitalized may not make any increase in the
total amount of member business loans (as de-
fined in section 1757a(c) of this title) outstand-
ing at that credit union at any one time, until
such time as the credit union becomes ade-
quately capitalized.

(h) More stringent treatment based on other su-
pervisory criteria

With respect to the exercise of authority by
the Board under regulations comparable to sec-
tion 1831o(g) of this title—

(1) the Board may not reclassify an insured
credit union into a lower net worth category,
or treat an insured credit union as if it were in
a lower net worth category, for reasons not
pertaining to the safety and soundness of that
credit union; and

(2) the Board may not delegate its authority
to reclassify an insured credit union into a
lower net worth category or to treat an in-
sured credit union as if it were in a lower net
worth category.

(i) Action required regarding critically under-
capitalized credit unions

(1) In general
The Board shall, not later than 90 days after

the date on which an insured credit union be-
comes critically undercapitalized—

(A) appoint a conservator or liquidating
agent for the credit union; or

(B) take such other action as the Board de-
termines would better achieve the purpose of
this section, after documenting why the ac-
tion would better achieve that purpose.

(2) Periodic redeterminations required
Any determination by the Board under para-

graph (1)(B) to take any action with respect to
an insured credit union in lieu of appointing a
conservator or liquidating agent shall cease to
be effective not later than the end of the 180-
day period beginning on the date on which the
determination is made, and a conservator or
liquidating agent shall be appointed for that
credit union under paragraph (1)(A), unless the
Board makes a new determination under para-
graph (1)(B) before the end of the effective pe-
riod of the prior determination.
(3) Appointment of liquidating agent required

if other action fails to restore net worth
(A) In general

Notwithstanding paragraphs (1) and (2),
the Board shall appoint a liquidating agent
for an insured credit union if the credit
union is critically undercapitalized on aver-
age during the calendar quarter beginning 18
months after the date on which the credit
union became critically undercapitalized.
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(B) Exception
Notwithstanding subparagraph (A), the

Board may continue to take such other ac-
tion as the Board determines to be appro-
priate in lieu of appointment of a liquidating
agent if—

(i) the Board determines that—
(I) the insured credit union has been in

substantial compliance with an approved
net worth restoration plan that requires
consistent improvement in the net worth
of the credit union since the date of the
approval of the plan; and

(II) the insured credit union has posi-
tive net income or has an upward trend
in earnings that the Board projects as
sustainable; and

(ii) the Board certifies that the credit
union is viable and not expected to fail.

(4) Nondelegation
(A) In general

Except as provided in subparagraph (B),
the Board may not delegate the authority of
the Board under this subsection.
(B) Exception

The Board may delegate the authority of
the Board under this subsection with respect
to an insured credit union that has less than
$5,000,000 in total assets, if the Board per-
mits the credit union to appeal any adverse
action to the Board.

(j) Review required when Fund incurs material
loss

For purposes of determining whether the Fund
has incurred a material loss with respect to an
insured credit union (such that the inspector
general of the Board must make a report), a loss
is material if it exceeds the sum of—

(1) $10,000,000; and
(2) an amount equal to 10 percent of the

total assets of the credit union at the time at
which the Board initiated assistance under
section 1788 of this title or was appointed liq-
uidating agent.

(k) Appeals process
Material supervisory determinations, includ-

ing decisions to require prompt corrective ac-
tion, made pursuant to this section by Adminis-
tration officials other than the Board may be
appealed to the Board pursuant to the independ-
ent appellate process required by section 4806 of
this title (or, if the Board so specifies, pursuant
to separate procedures prescribed by regula-
tion).
(l) Consultation and cooperation with State cred-

it union supervisors
(1) In general

In implementing this section, the Board
shall consult and seek to work cooperatively
with State officials having jurisdiction over
State-chartered insured credit unions.
(2) Evaluating net worth restoration plan

In evaluating any net worth restoration plan
submitted by a State-chartered insured credit
union, the Board shall seek the views of the
State official having jurisdiction over the
credit union.

(3) Deciding whether to appoint conservator or
liquidating agent

With respect to any decision by the Board on
whether to appoint a conservator or liquidat-
ing agent for a State-chartered insured credit
union—

(A) the Board shall—
(i) seek the views of the State official

having jurisdiction over the credit union;
and

(ii) give that official an opportunity to
take the proposed action;

(B) the Board shall, upon timely request of
an official referred to in subparagraph (A),
promptly provide the official with—

(i) a written statement of the reasons for
the proposed action; and

(ii) reasonable time to respond to that
statement;

(C) if the official referred to in subpara-
graph (A) makes a timely written response
that disagrees with the proposed action and
gives reasons for that disagreement, the
Board shall not appoint a conservator or liq-
uidating agent for the credit union, unless
the Board, after considering the views of the
official, has determined that—

(i) the Fund faces a significant risk of
loss with respect to the credit union if a
conservator or liquidating agent is not ap-
pointed; and

(ii) the appointment is necessary to re-
duce—

(I) the risk that the Fund would incur
a loss with respect to the credit union;
or

(II) any loss that the Fund is expected
to incur with respect to the credit union;
and

(D) the Board may not delegate any deter-
mination under subparagraph (C).

(m) Corporate credit unions exempted
This section does not apply to any insured

credit union that—
(1) operates primarily for the purpose of

serving credit unions; and
(2) permits individuals to be members of the

credit union only to the extent that applicable
law requires that such persons own shares.

(n) Other authority not affected
This section does not limit any authority of

the Board or a State to take action in addition
to (but not in derogation of) that is 1 required
under this section.
(o) Definitions

For purposes of this section the following defi-
nitions shall apply:

(1) Federal banking agency
The term ‘‘Federal banking agency’’ has the

same meaning as in section 1813 of this title.
(2) Net worth

The term ‘‘net worth’’—
(A) with respect to any insured credit

union, means retained earnings balance of
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the credit union, as determined under gener-
ally accepted accounting principles; and

(B) with respect to a low-income credit
union, includes secondary capital accounts
that are—

(i) uninsured; and
(ii) subordinate to all other claims

against the credit union, including the
claims of creditors, shareholders, and the
Fund.

(3) Net worth ratio
The term ‘‘net worth ratio’’ means, with re-

spect to a credit union, the ratio of the net
worth of the credit union to the total assets of
the credit union.
(4) New credit union

The term ‘‘new credit union’’ means an in-
sured credit union that—

(A) has been in operation for less than 10
years; and

(B) has not more than $10,000,000 in total
assets.

(June 26, 1934, ch. 750, title II, § 216, as added
Pub. L. 105–219, title III, § 301(a), Aug. 7, 1998, 112
Stat. 923.)

EFFECTIVE DATE

Pub. L. 105–219, title III, § 301(e), Aug. 7, 1998, 112 Stat.
931, provided that:

‘‘(1) IN GENERAL.—Except as provided in paragraph (2),
section 216 of the Federal Credit Union Act [12 U.S.C.
1790d] (as added by this section) shall become effective
2 years after the date of enactment of this Act [Aug. 7,
1998].

‘‘(2) RISK-BASED NET WORTH REQUIREMENT.—Section
216(d) of the Federal Credit Union Act (as added by this
section) shall become effective on January 1, 2001.’’

REGULATIONS

Pub. L. 105–219, title III, § 301(d), Aug. 7, 1998, 112 Stat.
930, provided that:

‘‘(1) IN GENERAL.—Except as provided in paragraph (2),
the Board shall—

‘‘(A) publish in the Federal Register proposed regu-
lations to implement section 216 of the Federal Credit
Union Act [12 U.S.C. 1790d] (as added by subsection (a)
of this section) not later than 270 days after the date
of enactment of this Act [Aug. 7, 1998]; and

‘‘(B) promulgate final regulations to implement
section 216 not later than 18 months after the date of
enactment of this Act.
‘‘(2) RISK-BASED NET WORTH REQUIREMENT.—

‘‘(A) ADVANCE NOTICE OF PROPOSED RULEMAKING.—
Not later than 180 days after the date of enactment of
this Act, the Board shall publish in the Federal Reg-
ister an advance notice of proposed rulemaking, as
required by section 216(d) of the Federal Credit Union
Act, as added by this Act.

‘‘(B) FINAL REGULATIONS.—The Board shall promul-
gate final regulations, as required by section 216(d)
not later than 2 years after the date of enactment of
this Act.’’

CONSULTATION REQUIRED

Pub. L. 105–219, title III, § 301(c), Aug. 7, 1998, 112 Stat.
930, provided that: ‘‘In developing regulations to imple-
ment section 216 of the Federal Credit Union Act [12
U.S.C. 1790d] (as added by subsection (a) of this sec-
tion), the Board shall consult with the Secretary, the
Federal banking agencies, and the State officials hav-
ing jurisdiction over State-chartered insured credit
unions.’’

REPORT TO CONGRESS

Pub. L. 105–219, title III, § 301(f), Aug. 7, 1998, 112 Stat.
931, provided that: ‘‘When the Board publishes proposed

regulations pursuant to subsection (d)(1)(A) [set out
above], or promulgates final regulations pursuant to
subsection (d)(1)(B) [set out above], the Board shall
submit to the Congress a report that specifically ex-
plains—

‘‘(1) how the regulations carry out section
216(b)(1)(B) of the Federal Credit Union Act [12 U.S.C.
1790d(b)(1)(B)] (as added by this section), relating to
the cooperative character of credit unions; and

‘‘(2) how the regulations differ from section 38 of
the Federal Deposit Insurance Act [12 U.S.C. 1831o],
and the reasons for those differences.’’

DEFINITIONS

Pub. L. 105–219, § 3, Aug. 7, 1998, 112 Stat. 914, provided
that: ‘‘As used in this Act [see Short Title of 1998
Amendment note set out under section 1751 of this
title]—

‘‘(1) the term ‘Administration’ means the National
Credit Union Administration;

‘‘(2) the term ‘Board’ means the National Credit
Union Administration Board;

‘‘(3) the term ‘Federal banking agencies’ has the
same meaning as in section 3 of the Federal Deposit
Insurance Act [12 U.S.C. 1813];

‘‘(4) the terms ‘insured credit union’ and ‘State-
chartered insured credit union’ have the same mean-
ings as in section 101 of the Federal Credit Union Act
[12 U.S.C. 1752]; and

‘‘(5) the term ‘Secretary’ means the Secretary of
the Treasury.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1757a, 1786, 1787
of this title.

SUBCHAPTER III—CENTRAL LIQUIDITY
FACILITY

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in section 1757 of this
title; title 26 section 501.

§ 1795. Congressional findings

The Congress finds that the establishment of a
National Credit Union Central Liquidity Facil-
ity is needed to improve general financial stabil-
ity by meeting the liquidity needs of credit
unions and thereby encourage savings, support
consumer and mortgage lending, and provide
basic financial resources to all segments of the
economy.

(June 26, 1934, ch. 750, title III, formerly subch.
III, § 301, as added Pub. L. 95–630, title XVIII,
§ 1802, Nov. 10, 1978, 92 Stat. 3719; amended Pub.
L. 96–221, title III, § 309(b)(1), Mar. 31, 1980, 94
Stat. 149.)

CODIFICATION

Section 309(b)(1) of Pub. L. 96–221 redesignated subch.
III as title III of act June 26, 1934, ch. 750, cited as a
credit to this section.

EFFECTIVE DATE

Section 1806 of title XVIII of Pub. L. 95–630 provided
that: ‘‘This title [enacting this subchapter and amend-
ing section 1757 of this title, section 709 of Title 18,
Crimes and Criminal Procedure, and section 856 of
former Title 31, Money and Finance] shall take effect
on October 1, 1979.’’

SHORT TITLE

For short title of title XVIII of Pub. L. 95–630, Nov.
10, 1978, 92 Stat. 3719, as the ‘‘National Credit Union
Central Liquidity Facility Act’’, see section 1801 of
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Pub. L. 95–630, set out as a Short Title of 1978 Amend-
ment note under section 1751 of this title.

§ 1795a. Definitions

As used in this subchapter, the term—
(1) ‘‘liquidity needs’’ means the needs of

credit unions primarily serving natural per-
sons for—

(A) short-term adjustment credit available
to assist in meeting temporary requirements
for funds or to cushion more persistent out-
flows of funds pending an orderly adjust-
ment of credit union assets and liabilities;

(B) seasonal credit available for longer pe-
riods to assist in meeting seasonal needs for
funds arising from a combination of ex-
pected patterns of movement in share and
deposit accounts and loans; and

(C) protracted adjustment credit available
in the event of unusual or emergency cir-
cumstances of a longer term nature result-
ing from national, regional or local difficul-
ties.

(2) ‘‘Central Liquidity Facility’’ or ‘‘Facil-
ity’’ means the National Credit Union Central
Liquidity Facility;

(3) ‘‘paid-in and unimpaired capital and sur-
plus’’ means the balance of the paid-in share
accounts and deposits as of a given date, less
any loss that may have been incurred for
which there is no reserve or which has not
been charged against undivided earnings, plus
the credit balance (or less the debit balance) of
the undivided earnings account as of a given
date, after all losses have been provided for
and net earnings or net losses have been added
thereto or deducted therefrom. Reserves shall
not be considered as part of surplus, and

(4) ‘‘member’’ means a Regular or an Agent
member of the Facility.

(June 26, 1934, ch. 750, title III, formerly subch.
III, § 302, as added Pub. L. 95–630, title XVIII,
§ 1802, Nov. 10, 1978, 92 Stat. 3719; amended Pub.
L. 96–221, title III, § 309(b)(1), (2), Mar. 31, 1980, 94
Stat. 149.)

CODIFICATION

Section 309(b)(1) of Pub. L. 96–221 redesignated subch.
III as title III of act June 26, 1934, ch. 750, cited as a
credit to this section.

AMENDMENTS

1980—Pub. L. 96–221, § 309(b)(2), substituted ‘‘title’’ for
‘‘subchapter’’, which for purposes of codification has
been editorially translated as ‘‘subchapter’’, thereby
requiring no further change in text.

§ 1795b. National Credit Union Administration
Central Liquidity Facility; establishment;
management; jurisdiction

There is created the National Credit Union
Administration Central Liquidity Facility. The
Central Liquidity Facility, an instrumentality
of the United States, shall exist within the Na-
tional Credit Union Administration and be man-
aged by the Board. The United States district
court shall have original jurisdiction over any
case to which the Board on behalf of the Facil-
ity is a party, without regard to the amount in
controversy.

(June 26, 1934, ch. 750, title III, formerly subch.
III, § 303, as added and amended Pub. L. 95–630,
title V, § 502(b), title XVIII, § 1802, Nov. 10, 1978,
92 Stat. 3681, 3720; Pub. L. 96–221, title III,
§ 309(a)(4), (b)(1), Mar. 31, 1980, 94 Stat. 149; Pub.
L. 98–369, div. B, title VIII, § 2813(a)(1), July 18,
1984, 98 Stat. 1206.)

CODIFICATION

Section 309(b)(1) of Pub. L. 96–221 redesignated subch.
III as title III of act June 26, 1934, ch. 750, cited as a
credit to this section.

AMENDMENTS

1984—Pub. L. 98–369 inserted ‘‘, an instrumentality of
the United States,’’.

1980—Pub. L. 96–221, § 309(a)(4), substituted ‘‘Board’’
for ‘‘Administrator’’ in two places, such change having
been made previously by Pub. L. 95–630.

1978—Pub. L. 95–630, § 502(b), substituted ‘‘Board’’ for
‘‘Administrator’’ in two places.

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by Pub. L. 98–369 effective Oct. 1, 1979,
see section 2813(c) of Pub. L. 98–369, set out as an Effec-
tive Date note under section 1795k of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment effective on expiration of 120 days after
Nov. 10, 1978, and transitional provisions, see section
509 of Pub. L. 95–630, set out as a note under section 1752
of this title.

§ 1795c. Membership

(a) Credit unions serving natural persons
A credit union primarily serving natural per-

sons may be a Regular member of the Facility
by subscribing to the capital stock of the Facil-
ity in an amount not less than one-half of 1 per
centum of the credit union’s paid-in and unim-
paired capital and surplus.
(b) Credit unions serving other credit unions

A credit union or group of credit unions, pri-
marily serving other credit unions, may be an
Agent member of the Facility by—

(1) obtaining the approval of the Board;
(2) subscribing to the capital stock of the

Facility in an amount not less than one-half of
1 per centum of the paid-in and unimpaired
capital and surplus of all those credit unions
which primarily serve natural persons, which
are members of such credit union or of any
credit union comprising such credit union
group, and which are not regular members;

(3) agreeing to comply with rules and regula-
tions the Board shall prescribe with respect to,
but not limited to, management quality, asset
and liability safety and soundness, internal
operating and control practices and proce-
dures, and participation of natural persons in
the affairs or 1 such credit union or credit
union group; and

(4) agreeing to submit to the supervision of
the Board which shall include, but not be lim-
ited to, reporting requirements and periodic
unrestricted examinations.

(c) Stock subscription requirements
Stock subscriptions provided for in sub-

sections (a) and (b)(2) of this section shall be—
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(1) based on an arithmetic average of paid-in
capital and surplus over the six months pre-
ceding application and membership; and

(2) adjusted at the close of each calendar
year in accordance with an arithmetic average
of paid-in capital and surplus over a period de-
termined by the Board.

(d) Functions of Agent members of Facility
An Agent member of the Facility shall per-

form for its member credit unions those func-
tions required by the Board to carry out this
subchapter.

(e) Withdrawal from or termination of member-
ship

(1) A member of the Facility whose capital
stock subscription constitutes less than 5 per
centum of such stock outstanding, may with-
draw from membership in the Facility six
months after notifying the Board of its inten-
tion to do so.

(2) A member of the Facility whose capital
stock subscription constitutes 5 per centum or
more of such stock outstanding, may withdraw
from membership in the Facility twenty-four
months after notifying the Board of its inten-
tion to do so.

(3) The Board may terminate membership in
the Facility if, after opportunity for a hearing,
the Board determines a member has failed to
comply with any provision of this subchapter or
regulation issued pursuant thereto.

(June 26, 1934, ch. 750, title III, formerly subch.
III, § 304, as added and amended Pub. L. 95–630,
title V, § 502(b), title XVIII, § 1802, Nov. 10, 1978,
92 Stat. 3681, 3720; Pub. L. 96–221, title III,
§ 309(a)(4), (b)(1), (2), Mar. 31, 1980, 94 Stat. 149.)

CODIFICATION

Section 309(b)(1) of Pub. L. 96–221 redesignated subch.
III as title III of act June 26, 1934, ch. 750, cited as a
credit to this section.

AMENDMENTS

1980—Subsecs. (b), (c). Pub. L. 96–221, § 309(a)(4), sub-
stituted ‘‘Board’’ for ‘‘Administrator’’ wherever appear-
ing, such change having been made previously by Pub.
L. 95–630.

Subsecs. (d), (e). Pub. L. 96–221, § 309(a)(4), (b)(2), sub-
stituted ‘‘Board’’ for ‘‘Administrator’’ wherever appear-
ing, such change having been made previously by Pub.
L. 95–630, and ‘‘title’’ for ‘‘subchapter’’ wherever ap-
pearing, which for purposes of codification has been
editorially translated as ‘‘subchapter’’, thereby requir-
ing no further change in text.

1978—Pub. L. 95–630, § 502(b), substituted ‘‘Board’’ for
‘‘Administrator’’ wherever appearing.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment effective on expiration of 120 days after
Nov. 10, 1978, and transitional provisions, see section
509 of Pub. L. 95–630 set out as a note under section 1752
of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1795d of this
title.

§ 1795d. Capital stock

(a) Opening of books; minimum subscription
As soon as practicable, the Board shall open

books for subscriptions to the capital stock of

the Facility. The minimum subscription shall be
$50.
(b) Requirements

The capital stock of the Facility—
(1) shall be divided into shares having a par

value of $50 each;
(2) shall be paid for with cash or with securi-

ties of the United States or any Agency there-
of in accordance with requirements the Board
may impose;

(3) shall share in dividend distributions at
rates determined by the Board. However, rates
on the required capital stock shall be without
preference; and

(4) shall not be transferred or hypothecated
except as provided for herein.

(c) Redemption of stock
When circumstances require that all or a por-

tion of a member’s stock be redeemed by the Fa-
cility, the Board shall pay an amount equal to
what the member originally paid for the stock
less any amount owed by the member to the Fa-
cility.
(d) Use of subscription amount

At least one-half of the payment for the sub-
scription amount required for membership under
section 1795c of this title shall be transferred to
the Facility. The remainder may be held by the
member on call of the Board and shall be in-
vested in assets designated by the Board.
(e) Restriction on advances to credit unions

A credit union or credit union group that be-
comes a member of the Facility later than six
months after the date the Board opens books for
capital stock subscriptions, may not borrow or
receive advances from the Facility without ap-
proval by the Board for a period of six months
after becoming a member.

(June 26, 1934, ch. 750, title III, formerly subch.
III, § 305, as added and amended Pub. L. 95–630,
title V, § 502(b), title XVIII, § 1802, Nov. 10, 1978,
92 Stat. 3681, 3721; Pub. L. 96–221, title III,
§ 309(a)(2), (4), (b)(1), Mar. 31, 1980, 94 Stat. 148,
149.)

CODIFICATION

Section 309(b)(1) of Pub. L. 96–221 redesignated subch.
III as title III of act June 26, 1934, ch. 750, cited as a
credit to this section.

AMENDMENTS

1980—Subsec. (a). Pub. L. 96–221, § 309(a)(4), sub-
stituted ‘‘Board’’ for ‘‘Administrator’’, such change
having been previously made by Pub. L. 95–630.

Subsec. (b). Pub. L. 96–221, § 309(a)(2), (4), substituted
‘‘Board’’ for ‘‘Administrator’’ wherever appearing, such
change having been previously made by Pub. L. 95–630,
and in par. (3) inserted specific requirement that rates
on required capital stock be without preference.

Subsecs. (c) to (e). Pub. L. 96–221, § 309(a)(4), sub-
stituted ‘‘Board’’ for ‘‘Administrator’’ wherever appear-
ing, such change having been previously made by Pub.
L. 95–630.

1978—Pub. L. 95–630, § 502(b), substituted ‘‘Board’’ for
‘‘Administrator’’ wherever appearing.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment effective on expiration of 120 days after
Nov. 10, 1978, and transitional provisions, see section
509 of Pub. L. 95–630, set out as a note under section 1752
of this title.
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§ 1795e. Extensions of credit

(a)(1) A member may apply for an extension of
credit from the Facility to meet its liquidity
needs. The Board shall approve or deny any such
application within five working days after re-
ceiving it. The Board shall not approve an appli-
cation for credit the intent of which is to expand
credit union portfolios.

(2) The Board may advance funds to a member
on terms and conditions prescribed by the Board
after giving due consideration to
creditworthiness.

(3) The Board shall not advance funds for the
benefit of a credit union whose share or deposit
accounts are insured by a State share or deposit
guaranty credit union, insurance corporation, or
guaranty association, without consultation with
the appropriate State share or deposit guaranty
credit union, insurance corporation, or guaranty
association.

(b) The Secretary of the Treasury is author-
ized to lend to the Facility up to $500,000,000, in
the event the Board certifies to the Secretary
that the Facility does not have sufficient funds
to meet liquidity needs of credit unions. Any
such loan shall bear an interest rate not greater
than one-eighth of 1 per centum above the cur-
rent average market yield on outstanding obli-
gations of the United States with remaining
time to maturity comparable to the maturity of
such loan. The authority of the Secretary to
lend under this subsection shall be limited to
such extent or in such amounts as are provided
in advance in appropriation Acts.

(June 26, 1934, ch. 750, title III, formerly subch.
III, § 306, as added and amended Pub. L. 95–630,
title V, § 502(b), title XVIII, § 1802, Nov. 10, 1978,
92 Stat. 3681, 3721; Pub. L. 96–221, title III,
§ 309(a)(4), (b)(1), Mar. 31, 1980, 94 Stat. 149.)

CODIFICATION

Section 309(b)(1) of Pub. L. 96–221 redesignated subch.
III as title III of act June 26, 1934, ch. 750, cited as a
credit to this section.

AMENDMENTS

1980—Subsecs. (a), (b). Pub. L. 96–221, § 309(a)(4), sub-
stituted ‘‘Board’’ for ‘‘Administrator’’ wherever appear-
ing, such change having been previously made by Pub.
L. 95–630.

1978—Pub. L. 95–630, § 502(b), substituted ‘‘Board’’ for
‘‘Administrator’’ wherever appearing.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment effective on expiration of 120 days after
Nov. 10, 1978, and transitional provisions, see section
509 of Pub. L. 95–630, set out as a note under section 1752
of this title.

§ 1795f. Powers of Board

(a) General authorities
The Board on behalf of the Facility shall have

the ability to—
(1) prescribe the manner in which the gen-

eral business of the Facility shall be con-
ducted;

(2) prescribe rules and regulations to carry
out this subchapter;

(3) determine the expenditures incurred by
the Administration to carry out this sub-
chapter, and the expenditures incurred by the

Facility to carry out subchapters I and II of
this chapter, and annually assess the Facility
and the Administration accordingly;

(4) borrow from—
(A) any source, provided that the total

face value of these obligations shall not ex-
ceed twelve times the subscribed capital
stock and surplus of the Facility; and

(B) the National Credit Union Share Insur-
ance Fund up to $500,000 to defray initial or-
ganizational and operating expenses of the
Facility at such rates and terms consistent
with prevailing market conditions;

(5) guarantee performance of the terms of
any financial obligation of a member but only
when such obligation bears a clear and con-
spicuous notice on its face that only the re-
sources of the Facility underlie such guaran-
tee;

(6) purchase any asset from a member with
the member’s endorsement;

(7) invest in obligations of the United States
or any agency thereof;

(8) make deposits in federally insured finan-
cial institutions and make investments in
shares or deposits of credit unions;

(9) sue and be sued, complain, and defend, in
any State or Federal court;

(10) adopt a seal;
(11) pursue to final disposition by way of

compromise or otherwise claims both for and
against the United States (other than tort
claims, claims involving administrative ex-
penses, and claims in excess of $5,000 arising
out of contracts for construction, repairs, and
the purchase of supplies and materials) which
are not in litigation and have not been re-
ferred to the Department of Justice;

(12) appoint officers and employees to assist
in carrying out this subchapter, who shall be
appointed subject to the provisions of title 5;

(13) conduct business, carry on operations,
have offices, and exercise the powers granted
by this subchapter in any State or territory;

(14) lease, purchase, or otherwise acquire and
own, hold, improve, use, or otherwise deal in
and with property, real, personal, or mixed, or
any interest therein, wherever situated;

(15) enter into contracts with any public or
private organization, partnership, corporation,
or individual;

(16) advance funds on a fully secured basis to
a State credit union share or deposit insurance
corporation, guaranty credit union, or guar-
anty association. Such advance shall not ex-
ceed twelve months in maturity, shall be re-
lent at an interest rate not exceeding that im-
posed by the Facility, and shall not be renew-
able;

(17) exercise such incidental powers as shall
be necessary or requisite to enable it to carry
out effectively the purposes for which the fa-
cility is incorporated; and

(18) advance funds to the National Credit
Union Share Insurance Fund under such terms
and conditions as may be established by the
Board.

(b) Collection and settlement of checks, share
drafts, etc.; charges; rules and regulations

(1) The Board may authorize the Central Li-
quidity Facility or its Agent members, subject
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1 So in original. Probably should be section ‘‘1752a(d)’’.

to such rules and regulations, including defini-
tions of terms used in this subsection, as the
Board shall from time to time prescribe, to be
drawees of, and to engage in, or be agents or
intermediaries for, or otherwise participate or
assist in, the collection and settlement of (in-
cluding presentment, clearing, and payment of,
and remitting for), checks, share drafts, or any
other negotiable or nonnegotiable items or in-
struments of payment drawn on or issued by
members of the Central Liquidity Facility, any
of its Agent members, or any other credit union
eligible to become a member of the Central Li-
quidity Facility, and to have such incidental
powers as the Board shall find necessary for the
exercise of any such authorization.

(2) The Central Liquidity Facility or its Agent
members shall make charges, to be determined
and regulated by the Board consistent with the
principles set forth in section 248a(c) of this
title, or utilize the services of, or act as agent
for, or be a member of, a Federal Reserve bank,
clearinghouse, or any other public or private fi-
nancial institution or other agency, in the exer-
cise of any powers or functions pursuant to this
subsection.

(3) The Board is authorized, with respect to
participation in the collection and settlement of
any items by the Central Liquidity Facility or
by its Agent members, and with respect to the
collection and settlement (including payment by
the payor institution) of items payable by mem-
bers of the Central Liquidity Facility or of any
of its Agent members, to prescribe rules and reg-
ulations regarding the rights, powers, respon-
sibilities, duties, and liabilities, including
standards relating thereto, of such entities and
other parties to any such items or their collec-
tion and settlement. In prescribing such rules
and regulations, the Board may adopt or apply,
in whole or in part, general banking usage and
practices, and, in instances or respects in which
they would otherwise not be applicable, Federal
Reserve regulations and operating letters, the
Uniform Commercial Code, and clearinghouse
rules.

(June 26, 1934, ch. 750, title III, formerly subch.
III, § 307, as added and amended Pub. L. 95–630,
title V, § 502(b), title XVIII, § 1802, Nov. 10, 1978,
92 Stat. 3681, 3722; Pub. L. 96–221, title III,
§§ 309(a)(3), (4), (b), 312, Mar. 31, 1980, 94 Stat. 149,
150; Pub. L. 97–320, title V, § 531, Oct. 15, 1982, 96
Stat. 1536.)

CODIFICATION

Section 309(b)(1) of Pub. L. 96–221 redesignated subch.
III as title III of act June 26, 1934, ch. 750, cited as a
credit to this section.

AMENDMENTS

1982—Subsec. (a)(17), (18). Pub. L. 97–320 added pars.
(17) and (18).

1980—Pub. L. 96–221, §§ 309(a)(3), (4), (b)(2), (3), 312, des-
ignated existing provisions as subsec. (a) substituted
‘‘Board’’ for ‘‘Administrator’’, such change having been
made previously by Pub. L. 95–630, and ‘‘title’’ and
‘‘titles’’ for ‘‘subchapter’’ and ‘‘subchapters’’, which for
purposes of codification has been editorially translated
as ‘‘subchapter’’ or ‘‘subchapters’’ thereby requiring no
further change in text, in par. (15) struck out require-
ment respecting advance appropriation of amounts, and
added subsec. (b).

1978—Pub. L. 95–630, § 502(b), substituted ‘‘Board’’ for
‘‘Administrator’’.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment effective on expiration of 120 days after
Nov. 10, 1978, and transitional provisions, see section
509 of Pub. L. 95–630, set out as a note under section 1752
of this title.

§ 1795g. Depositories, custodians, and fiscal
agents

The Federal Reserve Banks are authorized to
act as depositories, custodians and/or fiscal
agents for the Central Liquidity Facility in the
general performance of its powers conferred by
this subchapter. Each Federal Reserve Bank
when designated by the Board as fiscal agent for
the Central Liquidity Facility, shall be entitled
to be reimbursed for all expenses incurred as
such fiscal agent.

(June 26, 1934, ch. 750, title III, formerly subch.
III, § 308, as added and amended Pub. L. 95–630,
title V, § 502(b), title XVIII, § 1802, Nov. 10, 1978,
92 Stat. 3681, 3723; Pub. L. 96–221, title III,
§ 309(a)(4), (b)(1), (2), Mar. 31, 1980, 94 Stat. 149.)

CODIFICATION

Section 309(b)(1) of Pub. L. 96–221 redesignated subch.
III as title III of act June 26, 1934, ch. 750, cited as a
credit to this section.

AMENDMENTS

1980—Pub. L. 96–221, § 309(a)(4), (b)(2), substituted
‘‘Board’’ for ‘‘Administrator’’, such change having been
made previously by Pub. L. 95–630, and ‘‘title’’ for ‘‘sub-
chapter’’, which for purposes of codification has been
editorially translated as ‘‘subchapter’’, thereby requir-
ing no further change in text.

1978—Pub. L. 95–630, § 502(b), substituted ‘‘Board’’ for
‘‘Administrator’’.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment effective on expiration of 120 days after
Nov. 10, 1978, and transitional provisions, see section
509 of Pub. L. 95–630, set out as a note under section 1752
of this title.

§ 1795h. Audit of financial transactions

The Comptroller General of the United States
shall audit the Central Liquidity Facility under
such rules and regulations as the Comptroller
may prescribe.

(June 26, 1934, ch. 750, title III, formerly subch.
III, § 309, as added Pub. L. 95–630, title XVIII,
§ 1802, Nov. 10, 1978, 92 Stat. 3723; amended Pub.
L. 96–221, title III, § 309(b)(1), Mar. 31, 1980, 94
Stat. 149.)

CODIFICATION

Section 309(b)(1) of Pub. L. 96–221 redesignated subch.
III as title III of act June 26, 1934, ch. 750, cited as a
credit to this section.

§ 1795i. Annual report

The annual report required by section
1752a(e) 1 of this title shall include a full report
of the activities of the Facility.

(June 26, 1934, ch. 750, title III, formerly subch.
III, § 310, as added Pub. L. 95–630, title XVIII,
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§ 1802, Nov. 10, 1978, 92 Stat. 3723; amended Pub.
L. 96–221, title III, § 309(b)(1), Mar. 31, 1980, 94
Stat. 149.)

CODIFICATION

Section 309(b)(1) of Pub. L. 96–221 redesignated subch.
III as title III of act June 26, 1934, ch. 750, cited as a
credit to this section.

§ 1795j. Agent of Federal Reserve System

The facility is authorized to act upon the re-
quest of the Board of Governors of the Federal
Reserve System as an agent of the Federal Re-
serve System in matters pertaining to credit
unions under such terms and conditions as may
be established by the Board of Governors of the
Federal Reserve System.

(June 26, 1934, ch. 750, title III, § 311, as added
Pub. L. 97–320, title V, § 532, Oct. 15, 1982, 96 Stat.
1536.)

§ 1795k. State and local tax exemption

(a) Franchise, activities, etc., of Central Liquid-
ity Facility; exception

The Central Liquidity Facility, and its fran-
chise, activities, capital reserves, surplus, and
income, shall be exempt from all State and local
taxation now or hereafter imposed, other than
taxes on real property held by the Facility (to
the same extent, according to its value, as other
similar property held by other persons is taxed).
(b) Notes, bonds, debentures and other obliga-

tions of Central Liquidity Facility; excep-
tions

(1) Except as provided in paragraph (2), the
notes, bonds, debentures, and other obligations
issued on behalf of the Central Liquidity Facil-
ity and the income therefrom shall be exempt
from all State and local taxation now or here-
after imposed.

(2) Any obligation described in paragraph (1)
shall not be exempt from State or local gift, es-
tate, inheritance, legacy, succession, or other
wealth transfer taxes.
(c) ��State�� defined; tax status

For purposes of this section—
(1) the term ‘‘State’’ includes the District of

Columbia; and
(2) taxes imposed by counties or municipali-

ties, or any territory, dependency, or posses-
sion of the United States shall be treated as
local taxes.

(June 26, 1934, ch. 750, title III, § 312, as added
Pub. L. 98–369, div. B, title VIII, § 2813(a)(2), July
18, 1984, 98 Stat. 1206.)

EFFECTIVE DATE

Section 2813(c) of Pub. L. 98–369 provided that: ‘‘The
amendments made by this section [enacting this sec-
tion and amending section 1795b of this title and sec-
tion 501 of Title 26, Internal Revenue Code] shall take
effect on October 1, 1979.’’

CHAPTER 15�FEDERAL LOAN AGENCY

§§ 1801 to 1805. Omitted

CODIFICATION

Sections, acts Feb. 24, 1945, ch. 4, §§ 1, 2, 4, 5, 59 Stat.
5, 6; Apr. 25, 1945, ch. 95, title I, 59 Stat. 81, related to

the Federal Loan Agency which was established by
Reorg. Plan No. I of 1939, § 402, set out in the Appendix
to Title 5, Government Organization and Employees,
and continued as an independent establishment of the
Government by act Feb. 24, 1945, ch. 4, 59 Stat. 5, and
was abolished by section 204 of act June 30, 1947, ch. 166,
title II, 61 Stat. 208, and its property and records were
transferred to the Reconstruction Finance Corporation.
By act June 24, 1954, ch. 410, § 2(a), 68 Stat. 320, section
609 of Title 15, Commerce and Trade, the Secretary of
the Treasury was authorized to liquidate the Recon-
struction Finance Corporation. Section 6(a) of Reorg.
Plan No. 1 of 1957, eff. June 30, 1957, 22 F.R. 4633, 71 Stat.
647, set out as a note under section 601 of Title 15, Com-
merce and Trade, abolished the Reconstruction Fi-
nance Corporation.

CHAPTER 16�FEDERAL DEPOSIT
INSURANCE CORPORATION

Sec.
1811. Federal Deposit Insurance Corporation.

(a) Establishment of Corporation.
(b) Asset disposition division.

1812. Management.
(a) Board of Directors.
(b) Chairperson and Vice Chairperson.
(c) Terms.
(d) Vacancy.
(e) Ineligibility for other offices.
(f) Status of employees.

1813. Definitions.
1814. Insured depository institutions.

(a) Continuation of insurance.
(b) Continuation of insurance upon be-

coming a member bank.
(c) Continuation of insurance after con-

version.
(d) Continuation of insurance after merg-

er or consolidation.
1815. Deposit insurance.

(a) Application to Corporation required.
(b) Foreign branch nonmember banks;

matters considered.
(c) Protection to deposit insurance fund;

surety bond, pledge of assets, etc.;
injunction.

(d) Insurance fees.
(e) Liability of commonly controlled de-

pository institutions.
1816. Factors to be considered.
1817. Assessments.

(a) Reports of condition; access to re-
ports.

(b) Assessments.
(c) Certified statements; payments.
(d) Corporation exempt from apportion-

ment.
(e) Refunds.
(f) Action against depository institu-

tions failing to file certified state-
ments.

(g) Action by Corporation to recover as-
sessments.

(h) Forfeiture of rights for failure to
comply with law.

(i) Insurance of trust funds.
(j) Change in control of insured deposi-

tory institutions.
(k) Federal banking agency rules and reg-

ulations for reports and public dis-
closure by banks of extension of
credit to executive officers or prin-
cipal shareholders or the related in-
terests of such persons.

(l) Secondary reserve offsets against pre-
miums.

(m) Collections on behalf of Director of
Office of Thrift Supervision.

1818. Termination of status as insured depository
institution.
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Sec.
(a) Termination of insurance.
(b) Cease-and-desist proceedings.
(c) Temporary cease-and-desist orders.
(d) Temporary cease-and-desist orders;

enforcement.
(e) Removal and prohibition authority.
(f) Stay of suspension and/or prohibition

of institution-affiliated party.
(g) Suspension or removal of institution-

affiliated party charged with felony.
(h) Hearings and judicial review.
(i) Jurisdiction and enforcement; pen-

alty.
(j) Criminal penalty.

(k) Repealed.
(l) Notice of service.

(m) Notice to State authorities.
(n) Ancillary provisions; subpena power,

etc.
(o) Termination of membership of State

bank in Federal Reserve System.
(p) Banks not receiving deposits.
(q) Assumption of liabilities.
(r) Action or proceeding against foreign

bank; basis; removal of officer or
other person; venue; service of proc-
ess.

(s) Compliance with monetary trans-
action recordkeeping and report re-
quirements.

(t) Authority of FDIC to take enforce-
ment action against insured deposi-
tory institutions and institution-af-
filiated parties.

(u) Public disclosures of final orders and
agreements.

(v) Foreign investigations.
(w) Termination of insurance for money

laundering or cash transaction re-
porting offenses.

1819. Corporate powers.
(a) In general.
(b) Agency authority.

1820. Administration of Corporation.
(a) Board of Directors; use of mails; co-

operation with other Federal agen-
cies.

(b) Examinations.
(c) Administration of oaths and affirma-

tions; evidence; subpena powers.
(d) Annual on-site examinations of all in-

sured depository institutions re-
quired.

(e) Examination fees.
(f) Preservation of records by photog-

raphy; admissibility as evidence.
(g) Authority to prescribe regulations

and definitions.
(h) Coordination of examination author-

ity.
(i) Flood insurance compliance by in-

sured depository institutions.
(j) Consultation among examiners.

1820a. Examination of investment companies.
(a) Exclusive Commission authority.
(b) Examination results and other infor-

mation.
(c) Certain examinations authorized.
(d) Definitions.

1821. Insurance Funds.
(a) Deposit insurance.
(b) Liquidation as closing of depository

institution.
(c) Appointment of Corporation as con-

servator or receiver.
(d) Powers and duties of Corporation as

conservator or receiver.
(e) Provisions relating to contracts en-

tered into before appointment of
conservator or receiver.

Sec.
(f) Payment of insured deposits.
(g) Subrogation of Corporation.
(h) Conditions applicable to resolution

proceedings.
(i) Valuation of claims in default.
(j) Limitation on court action.

(k) Liability of directors and officers.
(l) Damages.

(m) New banks.
(n) Bridge banks.
(o) Supervisory records.
(p) Certain sales of assets prohibited.
(q) Expedited procedures for certain

claims.
(r) Foreign investigations.
(s) Prohibition on entering secrecy

agreements and protective orders.
(t) Agencies may share information

without waiving privilege.
(u) Purchase rights of tenants.
(v) Preference for sales for homeless fam-

ilies.
(w) Preferences for sales of certain com-

mercial real properties.
1821a. FSLIC Resolution Fund.

(a) Established.
(b) Source of funds.
(c) Treasury backup.
(d) Legal proceedings.
(e) Transfer of net proceeds from sale of

RTC assets.
(f) Dissolution.

1822. Corporation as receiver.
(a) Bond not required; agents; fee.
(b) Payment of insured deposit as dis-

charge from liability.
(c) Recognition of claimant not on depos-

itory institution records.
(d) Withholding payments to meet liabil-

ity to depository institution.
(e) Disposition of unclaimed deposits.
(f) Conflict of interest.

1823. Corporation monies.
(a) Investment of Corporation’s funds.
(b) Depository accounts.
(c) Assistance to insured depository in-

stitutions.
(d) Sale of assets to Corporation.
(e) Agreements against interests of Cor-

poration.
(f) Assisted emergency interstate acqui-

sitions.
(g) Payment of interest on stock sub-

scriptions.
(h) Reopening or aversion of closing of

insured branch of foreign bank.
(i) Repealed.
(j) Loan loss amortization for certain

banks.
(k) Emergency acquisitions.

1824. Borrowing authority.
(a) Borrowing from Treasury.
(b) Borrowing from Federal Financing

Bank.
(c) Repayment schedules required for any

borrowing.
(d) Borrowing for DIF from DIF mem-

bers.
1825. Issuance of notes, debentures, bonds, and

other obligations; exemption from taxation.
(a) General rule.
(b) Other exemptions.
(c) Limitation on borrowing.
(d) Full faith and credit.

1826. Forms of obligations; preparation by Sec-
retary of the Treasury.

1827. Reports by Corporation; audit of financial
transactions; report on audits; employment
of certified public accountants for audits.



Page 924TITLE 12—BANKS AND BANKING

Sec.
(a) Annual reports on Deposit Insurance

Fund and FSLIC Resolution Fund.
(b) Quarterly reports to Treasury.
(c) Reports to OMB.
(d) Audit.
(e) Audit of Corporation.
(f) Report of audit.
(g) Assistance in audit; costs.

1828. Regulations governing insured depository in-
stitutions.

(a) Insurance logo.
(b) Payment of dividends by defaulting

depository institutions.
(c) Merger transactions; consent of bank-

ing agencies; emergency approval;
notice; uniform standards; antitrust
actions; review de novo; limita-
tions; report to Congress; money
laundering; applicability.

(d) Branch banks.
(e) Indemnity insurance.
(f) Publication of reports.
(g) Interest or dividend on demand depos-

its; definitions; regulation of inter-
est rates.

(h) Penalties.
(i) Reduction or retirement of capital

stock, notes, or debentures; conver-
sion of insured Federal depository
institutions to insured State banks
or noninsured institutions; consent
of banking agencies; applicability.

(j) Restrictions on transactions with af-
filiates and insiders.

(k) Authority to regulate or prohibit cer-
tain forms of benefits to institu-
tion-affiliated parties.

(l) Acquisition of foreign banks or enti-
ties.

(m) Activities of savings associations and
their subsidiaries.

(n) Calculation of capital.
(o) Real estate lending.
(p) Periodic review of capital standards.
(q) Sovereign risk.
(r) Subsidiary depository institutions as

agents for certain affiliates.
(s) Prohibition on certain affiliations.
(t) Recordkeeping requirements.
(u) Limitation on claims.
(v) Loans by insured institutions on their

own stock.
(w) Written employment references may

contain suspicions of involvement
in illegal activity.

1828a. Prudential safeguards.
(a) Comptroller of the Currency.
(b) Board of Governors of the Federal Re-

serve System.
(c) Federal Deposit Insurance Corpora-

tion.
1828b. Interagency data sharing.

(a) In general.
(b) Confidentiality requirements.
(c) Banking agency information sharing.

1829. Penalty for unauthorized participation by
convicted individual.

(a) Prohibition.
(b) Penalty.

1829a. Participation by State nonmember insured
banks in lotteries and related activities.

(a) Prohibited activities.
(b) Use of banking premises prohibited.
(c) Definitions.
(d) Lawful banking services connected

with operation of lottery.
(e) Regulations; enforcement.

1829b. Retention of records by insured depository in-
stitutions.

Sec.
(a) Congressional findings and declara-

tion of purpose.
(b) Recordkeeping regulations.
(c) Identity of persons having accounts

and persons authorized to act with
respect to such accounts; exemp-
tions.

(d) Reproduction of checks, drafts, and
other instruments; record of trans-
actions; identity of party.

(e) Identity of persons making reportable
currency and foreign transactions.

(f) Additions to or substitutes for re-
quired records.

(g) Retention period.
(h) Report to Congress by Secretary of

the Treasury.
(i) Application of provisions to foreign

banks.
(j) Civil penalties.

1830. Nondiscrimination.
1831. Separability of certain provisions of this

chapter.
1831a. Activities of insured State banks.

(a) Permissible activities.
(b) Insurance underwriting.
(c) Equity investments by insured State

banks.
(d) Subsidiaries of insured State banks.
(e) Savings bank life insurance.
(f) Common and preferred stock invest-

ment.
(g) Determinations.
(h) ‘‘Activity’’ defined.
(i) Other authority not affected.
(j) Activities of branches of out-of-State

banks.
1831b. Disclosures with respect to certain federally

related mortgage loans.
(a) Identity of beneficiary interest as

condition for a loan; report to Cor-
poration.

(b) Enforcement; bank status.
1831c. Repealed.
1831d. State-chartered insured depository institu-

tions and insured branches of foreign banks.
(a) Interest rates.
(b) Interest overcharge; forfeiture; inter-

est payment recovery.
1831e. Activities of savings associations.

(a) In general.
(b) Differences of magnitude between

State and Federal powers.
(c) Equity investments by State savings

associations.
(d) Corporate debt securities not of in-

vestment grade.
(e) Transfer of corporate debt security

not of investment grade in exchange
for qualified note.

(f) Determinations.
(g) ‘‘Activity’’ defined.
(h) Other authority not affected.

1831f. Brokered deposits.
(a) In general.
(b) Renewals and rollovers treated as ac-

ceptance of funds.
(c) Waiver authority.
(d) Limited exception for certain

conservatorships.
(e) Restriction on interest rate paid.
(f) Additional restrictions.
(g) Definitions relating to deposit broker.
(h) Deposit solicitation restricted.

1831f–1. Repealed.
1831g. Contracts between depository institutions

and persons providing goods, products, or
services.

(a) In general.
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Sec.
(b) Rulemaking.
(c) Enforcement.
(d) No private right of action.
(e) Study.

1831h. Savings Association Insurance Fund Industry
Advisory Committee.

(a) Establishment.
(b) Membership.
(c) Vacancies.
(d) Pay and expenses.
(e) Terms.
(f) Authority of Committee.
(g) Meetings.
(h) Reports.
(i) Provision of staff and other resources.
(j) Federal Advisory Committee Act does

not apply.
(k) Sunset.

1831i. Agency disapproval of directors and senior
executive officers of insured depository in-
stitutions or depository institution holding
companies.

(a) Prior notice required.
(b) Disapproval by agency.
(c) Exception in extraordinary circum-

stances.
(d) Additional information.
(e) Standard for disapproval.
(f) Definition regulations.

1831j. Depository institution employee protection
remedy.

(a) In general.
(b) Enforcement.
(c) Remedies.
(d) Limitation.
(e) ‘‘Federal banking agency’’ defined.
(f) Burdens of proof.

1831k. Reward for information leading to recoveries
or civil penalties.

(a) In general.
(b) Percentage limitation.
(c) Officials and persons ineligible.
(d) Nonreviewability.

1831l. Coordination of risk analysis between SEC
and Federal banking agencies.

1831m. Early identification of needed improvements
in financial management.

(a) Annual report on financial condition
and management.

(b) Management responsibility for finan-
cial statements and internal con-
trols.

(c) Internal control evaluation and re-
porting requirements for independ-
ent public accountants.

(d) Annual independent audits of finan-
cial statements.

(e) Repealed.
(f) Form and content of reports and au-

diting standards.
(g) Improved accountability.
(h) Exchange of reports and information.
(i) Requirements for insured subsidiaries

of holding companies.
(j) Exemption for small depository insti-

tutions.
1831m–1. Reports of information regarding safety and

soundness of depository institutions.
(a) Reports to appropriate Federal bank-

ing agencies.
(b) Procedures for receipt of disclosure

reports.
(c) Effect on agencies.
(d) Definitions.

1831n. Accounting objectives, standards, and re-
quirements.

(a) In general.
(b) Uniform accounting of capital stand-

ards.

Sec.
(c) Reports to banking committees.

1831o. Prompt corrective action.
(a) Resolving problems to protect deposit

insurance fund.
(b) Definitions.
(c) Capital standards.
(d) Provisions applicable to all institu-

tions.
(e) Provisions applicable to under-

capitalized institutions.
(f) Provisions applicable to significantly

undercapitalized institutions and
undercapitalized institutions that
fail to submit and implement cap-
ital restoration plans.

(g) More stringent treatment based on
other supervisory criteria.

(h) Provisions applicable to critically
undercapitalized institutions.

(i) Restricting activities of critically
undercapitalized institutions.

(j) Certain Government-controlled insti-
tutions exempted.

(k) Review required when deposit insur-
ance fund incurs material loss.

(l) Implementation.
(m) Other authority not affected.
(n) Administrative review of dismissal

orders.
(o) Transition rules for savings associa-

tions.
1831p. Transferred.
1831p–1. Standards for safety and soundness.

(a) Operational and managerial stand-
ards.

(b) Asset quality, earnings, and stock
valuation standards.

(c) Compensation standards.
(d) Standards to be prescribed.
(e) Failure to meet standards.
(f) Definitions.
(g) Other authority not affected.

1831q. FDIC affordable housing program.
(a) Purpose.
(b) Funding and limitations of program.
(c) Rules governing disposition of eligible

single family properties.
(d) Rules governing disposition of eligible

multifamily housing properties.
(e) Rent limitations.
(f) Preferences for sales.
(g) Financing sales.
(h) Coordination with other programs.
(i) Exemption for certain transactions

with insured depository institu-
tions.

(j) Transfer of certain eligible residen-
tial properties to State housing
agencies for disposition.

(k) Exception for sales to nonprofit orga-
nizations and public agencies.

(l) Rules governing disposition of eligible
condominium property.

(m) Liability provisions.
(n) Unified affordable housing programs.
(o) Report.
(p) Definitions.
(q) Notice to clearinghouses regarding in-

eligible properties.
1831r. Payments on foreign deposits prohibited.

(a) In general.
(b) Exception.
(c) Discount window lending.

1831r–1. Notice of branch closure.
(a) Notice to appropriate Federal bank-

ing agency.
(b) Notice to customers.
(c) Adoption of policies.
(d) Branch closures in interstate banking

or branching operations.
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Sec.
(e) Scope of application.

1831s. Transferred.
1831t. Depository institutions lacking Federal de-

posit insurance.
(a) Annual independent audit of private

deposit insurers.
(b) Disclosure required.
(c) Manner and content of disclosure.
(d) Exceptions for institutions not re-

ceiving retail deposits.
(e) Eligibility for Federal deposit insur-

ance.
(f) Definitions.
(g) Enforcement.

1831u. Interstate bank mergers.
(a) Approval of interstate merger trans-

actions authorized.
(b) Provisions relating to application and

approval process.
(c) Applicability of certain laws to inter-

state banking operations.
(d) Operations of the resulting bank.
(e) Exception for banks in default or in

danger of default.
(f) Applicable rate and other charge limi-

tations.
(g) Definitions.

1831v. Authority of State insurance regulator and
Securities and Exchange Commission.

(a) In general.
(b) Certain exemption authorized.
(c) Definitions.

1831w. Safety and soundness firewalls applicable to
financial subsidiaries of banks.

(a) In general.
(b) Preservation of existing subsidiaries.
(c) Definitions.
(d) Preservation of authority.

1831x. Insurance customer protections.
(a) Regulations required.
(b) Sales practices.
(c) Disclosures and advertising.
(d) Separation of banking and non-

banking activities.
(e) Domestic violence discrimination

prohibition.
(f) Consumer grievance process.
(g) Effect on other authority.
(h) Non-discrimination against non-affili-

ated agents.
1831y. CRA sunshine requirements.

(a) Public disclosure of agreements.
(b) Annual report of activity by insured

depository institution.
(c) Annual report of activity by non-

governmental entities.
(d) Applicability.
(e) Definitions.
(f) Violations.
(g) Rule of construction.
(h) Regulations.

1832. Withdrawals by negotiable or transferable in-
struments for transfers to third parties.

(a) Authority of depository institution;
applicability.

(b) ‘‘Depository institution’’ defined.
(c) Fine.

1833. Repealed.
1833a. Civil penalties.

(a) In general.
(b) Maximum amount of penalty.
(c) Violations to which penalty is appli-

cable.
(d) Effective date.
(e) Attorney General to bring action.
(f) Burden of proof.
(g) Administrative subpoenas.
(h) Statute of limitations.

1833b. Comparability in compensation schedules.

Sec.
(a) In general.
(b) Commodity Futures Trading Commis-

sion.
1833c. Comptroller General audit and access to

records.
(a) Audit of agencies or other persons

performing functions under banking
laws.

(b) Audit of persons providing certain
goods or services.

(c) Provisions applicable to audits under
this section.

1833d. Repealed.
1833e. Equal opportunity.

(a) In general.
(b) Affirmative program for equal em-

ployment opportunity.
(c) Solicitation of contracts.
(d) Report to Congress.

1834. Reduced assessment rate for deposits attrib-
utable to lifeline accounts.

(a) Qualification of lifeline accounts by
Federal Reserve Board.

(b) Omitted.
(c) Availability of funds.

1834a. Assessment credits for qualifying activities
relating to distressed communities.

(a) Determination of credits for increases
in community enterprise activities.

(b) ‘‘Qualified distressed community’’ de-
fined.

(c) Omitted.
(d) Community Enterprise Assessment

Credit Board.
(e) Duties of Board.
(f) Availability of funds.
(g) Prohibition on double funding for

same activities.
(h) Priority of awards.
(i) Determination of amount of assess-

ment credit.
(j) Definitions.

1834b. Community development organizations.
(a) Community development organiza-

tions described.
(b) Community development bank re-

quirements.
(c) Community development corporation

requirements.
(d) Adequate dispersal requirement.
(e) Definitions.

1835. Insured depository institution capital re-
quirements for transfers of small business
obligations.

(a) Accounting principles.
(b) Capital and reserve requirements.
(c) Qualified institutions criteria.
(d) Aggregate amount of recourse.
(e) Institutions that cease to be qualified

or exceed aggregate limits.
(f) Prompt corrective action not af-

fected.
(g) Regulations required.
(h) Alternative system permitted.
(i) Definitions.

1835a. Prohibition against deposit production of-
fices.

(a) Regulations.
(b) Guidelines for meeting credit needs.
(c) Limitation on out-of-State loans.
(d) Application.
(e) Definitions.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 161, 203, 205, 211,
222, 329, 461, 1422, 1441, 1441a, 1464, 1467a, 1470, 1828a, 1841,
1843, 2254, 3104, 3105, 3108, 4713, 4717 of this title; title 7
section 2009cc–9; title 15 sections 78c, 78l, 78m; title 40
section 113; title 42 section 5318a.
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§ 1811. Federal Deposit Insurance Corporation

(a) Establishment of Corporation
There is hereby established a Federal Deposit

Insurance Corporation (hereinafter referred to
as the ‘‘Corporation’’) which shall insure, as
hereinafter provided, the deposits of all banks
and savings associations which are entitled to
the benefits of insurance under this chapter, and
which shall have the powers hereinafter granted.

(b) Asset disposition division
(1) Establishment

The Corporation shall have a separate divi-
sion of asset disposition.

(2) Management
The division of asset disposition shall have

an administrator who shall be appointed by
the Board of Directors.

(3) Responsibilities of division
The division of asset disposition shall carry

out all of the responsibilities of the Corpora-
tion under this chapter relating to the liquida-
tion of insured depository institutions and the
disposition of assets of such institutions.

(Sept. 21, 1950, ch. 967, § 2[1], 64 Stat. 873; Pub. L.
101–73, title II, § 202, Aug. 9, 1989, 103 Stat. 188;
Pub. L. 103–204, § 22(a), Dec. 17, 1993, 107 Stat.
2407.)

CODIFICATION

The Federal Deposit Insurance Corporation was origi-
nally created as a part of the Federal Reserve Act by
act June 16, 1933, ch. 89, § 8, 48 Stat. 168, which added
section 12B to the Federal Reserve Act, act Dec. 23,
1913, ch. 6, 38 Stat. 103, and was classified to section 264
of this title. Act Dec. 23, 1913, ch. 6, § 12B, as added June
16, 1933, ch. 89, § 8, 48 Stat. 168 has been amended by acts
June 16, 1934, ch. 546, § 1(1)–(10), 48 Stat. 969, 970; June 28,
1935, ch. 335, 49 Stat. 435; Aug. 23, 1935, ch. 614, § 101, 49
Stat. 684; Apr. 21, 1936, ch. 244, 49 Stat. 1237; May 25,
1938, ch. 276, 52 Stat. 442; June 16, 1938, ch. 489, 52 Stat.
767; June 20, 1939, ch. 214, § 2, 53 Stat. 842; Apr. 13, 1943,
ch. 62, § 1, 57 Stat. 65; Aug. 5, 1947, ch. 492, §§ 2, 4, 61 Stat.
773; June 25, 1948, ch. 645, § 21, 62 Stat. 862, eff. Sept. 1,
1948; Oct. 15, 1949, ch. 695, § 4, 63 Stat. 880; Aug. 17, 1950,
ch. 729, §§ 5–7, 64 Stat. 457.

Section 12B of the Federal Reserve Act was with-
drawn from the Federal Reserve Act and made a sepa-
rate Act by section 1 of act Sept. 21, 1950, and set out
as this chapter.

PRIOR PROVISIONS

Section is derived from subsec. (a) of former section
264 of this title. See Codification note above.

AMENDMENTS

1993—Pub. L. 103–204 inserted ‘‘Federal Deposit Insur-
ance Corporation’’ as section catchline, redesignated
existing provisions as subsec. (a), inserted heading, and
substituted ‘‘There is hereby established’’ for ‘‘There is
hereby created’’, and added subsec. (b).

1989—Pub. L. 101–73 inserted ‘‘and savings associa-
tions’’ after ‘‘banks’’.

EFFECTIVE DATE OF 1993 AMENDMENT

Section 22(b) of Pub. L. 103–204 provided that: ‘‘The
amendments made by subsection (a) [amending this
section] shall become effective on July 1, 1995.’’

SHORT TITLE OF 2000 AMENDMENT

Pub. L. 106–569, title XII, § 1200, Dec. 27, 2000, 114 Stat.
3032, provided that: ‘‘This title [enacting sections

215a–2, 215a–3, and 4805a of this title, amending sections
11, 71 to 72, 83, 215b, 1426, 1464, 1467a, 1817, 1818, 1821, 1828,
1831n, and 3102 of this title, repealing sections 51, 1465,
and 1831f–1 of this title, enacting provisions set out as
a note under section 1817 of this title, and amending
provisions set out as a note under section 1828 of this
title] may be cited as the ‘Financial Regulatory Relief
and Economic Efficiency Act of 2000’.’’

SHORT TITLE OF 1999 AMENDMENT

Pub. L. 106–102, § 1(a), Nov. 12, 1999, 113 Stat. 1338, pro-
vided that: ‘‘This Act [see Tables for classification]
may be cited as the ‘Gramm-Leach-Bliley Act’.’’

SHORT TITLE OF 1998 AMENDMENT

Pub. L. 105–277, div. H, § 1, Oct. 21, 1998, 112 Stat.
2681–854, provided that: ‘‘This Division [amending sec-
tion 1828 of this title] may be cited as the ‘Depository
Institution-GSE Affiliation Act of 1998’.’’

SHORT TITLE OF 1997 AMENDMENTS

Pub. L. 105–24, § 1, July 3, 1997, 111 Stat. 238, provided
that: ‘‘This Act [amending sections 36 and 1831a of this
title and enacting provisions set out as a note under
section 1831a of this title] may be cited as the ‘Riegle-
Neal Amendments Act of 1997’.’’

Pub. L. 105–18, title V, § 50001, June 12, 1997, 111 Stat.
211, provided that: ‘‘This title [enacting provisions set
out as notes under this section and sections 1828, 1831o,
and 4008 of this title] may be cited as the ‘Depository
Institutions Disaster Relief Act of 1997’.’’

SHORT TITLE OF 1996 AMENDMENT

Pub. L. 104–208, div. A, title II, § 2701, Sept. 30, 1996, 110
Stat. 3009–479, provided that: ‘‘This subtitle [subtitle G
(§§ 2701–2711) of title II of div. A of Pub. L. 104–208
amending sections 24, 338a, 347b, 1431, 1441 to 1441b, 1464,
1467a, 1723i, 1735f–14, 1813, 1815 to 1817, 1821, 1821a, 1823 to
1825, 1827, 1828, 1831a, 1831e, 1831m, 1831o, 1833a, 1834,
1841, and 3341 of this title and section 905 of Title 2, The
Congress, repealing section 1831h of this title, and en-
acting provisions set out as notes under sections 1441,
1817, and 1821 of this title and section 162 of Title 26, In-
ternal Revenue Code] may be cited as the ‘Deposit In-
surance Funds Act of 1996’.’’

SHORT TITLE OF 1994 AMENDMENT

Pub. L. 103–328, § 1(a), Sept. 29, 1994, 108 Stat. 2338, pro-
vided that: ‘‘This Act [enacting sections 43, 215a–1,
1831u, and 1835a of this title, amending sections 30, 36,
215, 215a, 215b, 1441a, 1462a, 1820, 1821, 1828, 1831a, 1831r–1,
1841, 1842, 1846, 2906, 3103 to 3105, and 3106a of this title
and section 1927 of Title 7, Agriculture, enacting provi-
sions set out as notes under this section, sections 215,
1828, 3104, 3105, and 3107 of this title, section 1927 of
Title 7, and section 5112 of Title 31, Money and Finance,
and amending provisions set out as notes under this
section and sections 5111 and 5112 of Title 31] may be
cited as the ‘Riegle-Neal Interstate Banking and
Branching Efficiency Act of 1994’.’’

SHORT TITLE OF 1993 AMENDMENT

Pub. L. 103–76, § 1, Aug. 12, 1993, 107 Stat. 752, provided
that: ‘‘This Act [enacting provisions set out as notes
under this section and sections 1828, 1831o, and 4008 of
this title] may be cited as the ‘Depository Institutions
Disaster Relief Act of 1993’.’’

SHORT TITLE OF 1992 AMENDMENTS

Pub. L. 102–550, title XV, § 1500, Oct. 28, 1992, 106 Stat.
4044, provided that: ‘‘This title [see Tables for classi-
fication] may be cited as the ‘Annunzio-Wylie Anti-
Money Laundering Act’.’’

Pub. L. 102–485, § 1, Oct. 23, 1992, 106 Stat. 2771, pro-
vided that: ‘‘This Act [enacting sections 338a and 3352
of this title, amending section 24 of this title, and en-
acting provisions set out as notes under this section
and sections 1811, 1828, 1831o, and 4008 of this title] may
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be cited as the ‘Depository Institutions Disaster Relief
Act of 1992’.’’

SHORT TITLE OF 1991 AMENDMENT

Pub. L. 102–242, § 1(a), Dec. 19, 1991, 105 Stat. 2236, as
amended by Pub. L. 102–550, title XVI, § 1601, Oct. 28,
1992, 106 Stat. 4075, provided that: ‘‘This Act [see Tables
for classification] may be cited as the ‘Federal Deposit
Insurance Corporation Improvement Act of 1991’.’’

Pub. L. 102–242, title II, § 231, Dec. 19, 1991, 105 Stat.
2308, provided that: ‘‘This subtitle [subtitle C (§§ 231–234)
of title II of Pub. L. 102–242, enacting sections 1834,
1834a, and 1834b of this title and amending section 1817
of this title] may be cited as the ‘Bank Enterprise Act
of 1991’.’’

SHORT TITLE OF 1990 AMENDMENT

Pub. L. 101–508, title II, § 2001, Nov. 5, 1990, 104 Stat.
1388–14, provided that: ‘‘This Act [probably means this
subtitle, which is subtitle A (§§ 2001–2005) of title II of
Pub. L. 101–508, amending sections 1817 and 1824 of this
title] may be cited as the ‘FDIC Assessment Rate Act
of 1990’.’’

SHORT TITLE OF 1989 AMENDMENT

Section 1(a) of Pub. L. 101–73 provided that: ‘‘This Act
[see Tables for classification] may be cited as the ‘Fi-
nancial Institutions Reform, Recovery, and Enforce-
ment Act of 1989’.’’

SHORT TITLE OF 1987 AMENDMENT

Pub. L. 100–86, title V, § 501, Aug. 10, 1987, 101 Stat. 623,
provided that: ‘‘This title [enacting sections 1439–1 and
1772b of this title, amending sections 481, 1726, 1727,
1729, 1730a, 1785, 1786, 1813, 1821, 1823, 1828, 1842, 1843, and
1849 of this title and sections 905 and 906 of Title 2, The
Congress, enacting provisions set out as a note under
section 1464 of this title, amending provisions set out as
a note under section 1729 of this title, and repealing
provisions set out as a note under section 1464 of this
title] may be cited as the ‘Financial Institutions Emer-
gency Acquisitions Amendments of 1987’.’’

SHORT TITLE OF 1982 AMENDMENT

Pub. L. 97–320, title I, § 101, Oct. 15, 1982, 96 Stat. 1469,
provided that: ‘‘This title [amending sections 1431, 1436,
1437, 1462, 1464, 1725, 1726, 1727, 1728, 1729, 1730, 1730a, 1785,
1786, 1813, 1814, 1817, 1818, 1820, 1821, 1822, 1823, 1828, 1831c,
1841, 1842, and 1843 of this title and enacting provisions
set out as a note under section 1464 of this title] may
be cited as the ‘Deposit Insurance Flexibility Act’.’’

Pub. L. 97–320, title II, § 201, Oct. 15, 1982, 96 Stat. 1489,
provided that: ‘‘This title [amending sections 1464, 1726,
1729, and 1823 of this title and enacting provisions set
out as notes under section 1823 of this title] may be
cited as the ‘Net Worth Certificate Act’.’’

SHORT TITLE OF 1981 AMENDMENT

Pub. L. 97–110, title I, § 101, Dec. 26, 1981, 95 Stat. 1513,
provided that: ‘‘This title [amending sections 1813, 1817,
and 1821 of this title] may be cited as the ‘International
Banking Facility Deposit Insurance Act’.’’

SHORT TITLE OF 1978 AMENDMENT

Pub. L. 95–630, title VI, § 601, Nov. 10, 1978, 92 Stat.
3683, provided that: ‘‘This title [amending section 1817
of this title] may be cited as the ‘Change in Bank Con-
trol Act of 1978’.’’

SHORT TITLE

Section 1 of act Sept. 21, 1950, provided: ‘‘That section
12B of the Federal Reserve Act, as amended, is hereby
withdrawn as a part of that Act and is made a separate
Act [enacting this chapter] to be known as the ‘Federal
Deposit Insurance Act’.’’

SEPARABILITY

Pub. L. 102–242, title IV, § 481, Dec. 19, 1991, 105 Stat.
2388, provided that: ‘‘If any provision of this Act [see

Short Title of 1991 Amendment note above], or any ap-
plication of any provision of this Act to any person or
circumstance, is held invalid, the remainder of the Act,
and the application of any remaining provision of the
Act to any other person or circumstance, shall not be
affected by such holding.’’

Section 1221 of Pub. L. 101–73 provided that: ‘‘If any
provision of this Act [see Short Title of 1989 Amend-
ment note above] or the application thereof to any per-
son or circumstance is held invalid, the remainder of
the Act and the application of the provision to other
persons not similarly situated or to other circum-
stances shall not be affected thereby.’’

CONSTRUCTION OF 1999 AMENDMENTS

Pub. L. 106–102, title II, § 210, Nov. 12, 1999, 113 Stat.
1396, provided that: ‘‘Nothing in this Act [see Short
Title of 1999 Amendment note above] shall supersede,
affect, or otherwise limit the scope and applicability of
the Commodity Exchange Act (7 U.S.C. 1 et seq.).’’

Pub. L. 106–102, title VII, § 714, Nov. 12, 1999, 113 Stat.
1470, provided that: ‘‘Nothing in this Act [see Short
Title of 1999 Amendment note above] shall be construed
to repeal any provision of the Community Reinvest-
ment Act of 1977 [12 U.S.C. 2901 et seq.].’’

CONSTRUCTION OF 1997 AMENDMENT

Pub. L. 105–18, title V, § 50006, June 12, 1997, 111 Stat.
213, provided that: ‘‘No provision of this title [see Short
Title of 1997 Amendments note above] shall be con-
strued as limiting the authority of any department or
agency under any other provision of law.’’

CONSTRUCTION OF 1994 AMENDMENT

Pub. L. 103–328, title I, § 111, Sept. 29, 1994, 108 Stat.
2365, provided that: ‘‘No provision of this title [enacting
sections 43, 215a–1, 1831u, and 1835a of this title, amend-
ing sections 30, 36, 215, 215a, 215b, 1462a, 1820, 1828, 1831a,
1831r–1, 1841, 1842, 1846, 2906, 3103 to 3105, and 3106a of
this title and section 1927 of Title 7, Agriculture, enact-
ing provisions set out as notes under this section, sec-
tions 215, 1828, 3104, 3105, and 3107 of this title and sec-
tion 1927 of Title 7, and amending provisions set out as
a note under this section] and no amendment made by
this title to any other provision of law shall be con-
strued as affecting in any way—

‘‘(1) the authority of any State or political subdivi-
sion of any State to adopt, apply, or administer any
tax or method of taxation to any bank, bank holding
company, or foreign bank, or any affiliate of any such
bank, bank holding company, or foreign bank, to the
extent that such tax or tax method is otherwise per-
missible by or under the Constitution of the United
States or other Federal law;

‘‘(2) the right of any State, or any political subdivi-
sion of any State, to impose or maintain a non-
discriminatory franchise tax or other nonproperty
tax instead of a franchise tax in accordance with sec-
tion 3124 of title 31, United States Code; or

‘‘(3) the applicability of section 5197 of the Revised
Statutes [section 85 of this title] or section 27 of the
Federal Deposit Insurance Act [section 1831d of this
title].’’

CONSTRUCTION OF 1993 AMENDMENTS

Pub. L. 103–76, § 7, Aug. 12, 1993, 107 Stat. 755, provided
that: ‘‘Nothing in this Act [see Short Title of 1993
Amendment note above] limits the authority of any de-
partment or agency under any other provision of law.’’

CONSTRUCTION OF 1992 AMENDMENTS

Pub. L. 102–485, § 8, Oct. 23, 1992, 106 Stat. 2775, pro-
vided that: ‘‘Nothing in this Act [see Short Title of 1992
Amendments note above] limits the authority of any
department or agency under any other provision of
law.’’

YEAR 2000 READINESS FOR FINANCIAL INSTITUTIONS

Pub. L. 105–164, § 2, Mar. 20, 1998, 112 Stat. 32, provided
that:
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‘‘(a) FINDINGS.—The Congress finds that—
‘‘(1) the Year 2000 computer problem poses a serious

challenge to the American economy, including the
Nation’s banking and financial services industries;

‘‘(2) thousands of banks, savings associations, and
credit unions rely heavily on internal information
technology and computer systems, as well as outside
service providers, for mission-critical functions, such
as check clearing, direct deposit, accounting, auto-
mated teller machine networks, credit card process-
ing, and data exchanges with domestic and inter-
national borrowers, customers, and other financial
institutions; and

‘‘(3) Federal financial regulatory agencies must
have sufficient examination authority to ensure that
the safety and soundness of the Nation’s financial in-
stitutions will not be at risk.
‘‘(b) DEFINITIONS.—For purposes of this section—

‘‘(1) the terms ‘depository institution’ and ‘Federal
banking agency’ have the same meanings as in sec-
tion 3 of the Federal Deposit Insurance Act [12 U.S.C.
1813];

‘‘(2) the term ‘Federal home loan bank’ has the
same meaning as in section 2 of the Federal Home
Loan Bank Act [12 U.S.C. 1422];

‘‘(3) the term ‘Federal reserve bank’ means a re-
serve bank established under the Federal Reserve Act
[12 U.S.C. 221 et seq.];

‘‘(4) the term ‘insured credit union’ has the same
meaning as in section 101 of the Federal Credit Union
Act [12 U.S.C. 1752]; and

‘‘(5) the term ‘Year 2000 computer problem’ means,
with respect to information technology, any problem
which prevents such technology from accurately
processing, calculating, comparing, or sequencing
date or time data—

‘‘(A) from, into, or between—
‘‘(i) the 20th and 21st centuries; or
‘‘(ii) the years 1999 and 2000; or

‘‘(B) with regard to leap year calculations.
‘‘(c) SEMINARS AND MODEL APPROACHES TO YEAR 2000

COMPUTER PROBLEM.—
‘‘(1) SEMINARS.—

‘‘(A) IN GENERAL.—Each Federal banking agency
and the National Credit Union Administration
Board shall offer seminars to all depository institu-
tions and insured credit unions under the jurisdic-
tion of such agency on the implication of the Year
2000 computer problem for—

‘‘(i) the safe and sound operations of such depos-
itory institutions and credit unions; and

‘‘(ii) transactions with other financial institu-
tions, including Federal reserve banks and Fed-
eral home loan banks.
‘‘(B) CONTENT AND SCHEDULE.—The content and

schedule of seminars offered pursuant to subpara-
graph (A) shall be determined by each Federal
banking agency and the National Credit Union Ad-
ministration Board taking into account the re-
sources and examination priorities of such agency.
‘‘(2) MODEL APPROACHES.—

‘‘(A) IN GENERAL.—Each Federal banking agency
and the National Credit Union Administration
Board shall make available to each depository in-
stitution and insured credit union under the juris-
diction of such agency model approaches to com-
mon Year 2000 computer problems, such as model
approaches with regard to project management,
vendor contracts, testing regimes, and business
continuity planning.

‘‘(B) VARIETY OF APPROACHES.—In developing
model approaches to the Year 2000 computer prob-
lem pursuant to subparagraph (A), each Federal
banking agency and the National Credit Union Ad-
ministration Board shall take into account the
need to develop a variety of approaches to cor-
respond to the variety of depository institutions or
credit unions within the jurisdiction of the agency.
‘‘(3) COOPERATION.—In carrying out this section, the

Federal banking agencies and the National Credit

Union Administration Board may cooperate and coor-
dinate their activities with each other, the Financial
Institutions Examination Council, and appropriate
organizations representing depository institutions
and credit unions.’’

STUDY AND REPORT ON UNITED STATES FINANCIAL
SERVICES SYSTEM

Pub. L. 103–328, title II, § 210, Sept. 29, 1994, 108 Stat.
2379, provided that:

‘‘(a) STUDY.—
‘‘(1) IN GENERAL.—The Secretary of the Treasury

(hereafter in this section referred to as the ‘Sec-
retary’) shall, after consultation with the Advisory
Commission on Financial Services established under
subsection (b), and consultation in accordance with
paragraph (3), conduct a study of matters relating to
the strengths and weaknesses of the United States fi-
nancial services system in meeting the needs of the
system’s users, including the needs of—

‘‘(A) individual consumers and households;
‘‘(B) communities;
‘‘(C) agriculture;
‘‘(D) small-, medium-, and large-sized businesses;
‘‘(E) governmental and nonprofit entities; and
‘‘(F) exporters and other users of international fi-

nancial services.
‘‘(2) MATTERS STUDIED.—The study required under

paragraph (1) shall include consideration of—
‘‘(A) the changes underway in the national and

international economies and the financial services
industry, and how those changes affect the finan-
cial services system’s ability to efficiently meet
the needs of the national economy and the system’s
users during the next 10 years and beyond; and

‘‘(B) the adequacy of existing statutes and regula-
tions, and the existing regulatory structure, to
meet the needs of the financial services system’s
users effectively, efficiently, and without unfair,
anticompetitive, or discriminatory practices.
‘‘(3) CONSULTATION.—Consultation in accordance

with this paragraph means consultation with—
‘‘(A) the Board of Governors of the Federal Re-

serve System;
‘‘(B) the Commodity Futures Trading Commis-

sion;
‘‘(C) the Comptroller of the Currency;
‘‘(D) the Director of the Office of Thrift Super-

vision;
‘‘(E) the Federal Deposit Insurance Corporation;
‘‘(F) the Secretary of the Department of Housing

and Urban Development;
‘‘(G) the Securities and Exchange Commission;
‘‘(H) the Director of the Congressional Budget Of-

fice; and
‘‘(I) the Comptroller General of the United States.

‘‘(b) ADVISORY COMMISSION ON FINANCIAL SERVICES.—
‘‘(1) ESTABLISHMENT.—There is established the Ad-

visory Commission on Financial Services (hereafter
in this section referred to as the ‘Advisory Commis-
sion’).

‘‘(2) MEMBERSHIP OF COMMISSION.—The Advisory
Commission—

‘‘(A) shall consist of not less than 9 nor more than
14 members appointed by the Secretary from among
individuals—

‘‘(i) who are—
‘‘(I) users of the financial services system; or
‘‘(II) experts in finance or on the financial

services system; and
‘‘(ii) who are not employees of the Federal Gov-

ernment; and
‘‘(B) shall include representatives of business, ag-

riculture, and consumers.
‘‘(3) CHAIRPERSON.—The Secretary or the Sec-

retary’s designee shall serve as Chairperson of the
Advisory Commission.

‘‘(4) TRAVEL EXPENSES.—Members of the Advisory
Commission shall be allowed travel expenses, includ-
ing per diem in lieu of subsistence, at rates author-
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ized for employees of agencies under subchapter I of
chapter 57 of title 5, United States Code, while away
from their homes or regular places of business in per-
forming services for the Advisory Commission.

‘‘(5) TERMINATION.—The Advisory Commission shall
terminate 30 days after the date of submission of the
report required under subsection (d).
‘‘(c) RECOMMENDATIONS.—Based on the results of the

study conducted under subsection (a), the Secretary
shall develop such recommendations as may be appro-
priate for changes in statutes, regulations, and policies
to improve the operation of the financial services sys-
tem, including changes to better—

‘‘(1) meet the needs of, and assure access to the sys-
tem for, current and potential users;

‘‘(2) promote economic growth;
‘‘(3) protect consumers;
‘‘(4) promote competition and efficiency;
‘‘(5) avoid risk to the taxpayers;
‘‘(6) control systemic risk; and
‘‘(7) eliminate discrimination.

‘‘(d) REPORT.—Not later than 15 months after the date
of enactment of this Act [Sept. 29, 1994], the Secretary
shall submit to the President pro tempore of the Sen-
ate and the Speaker of the House of Representatives a
report describing the study conducted under subsection
(a) and any recommendations developed under sub-
section (c).’’

STUDY AND REPORT ON DEPOSITORY INSTITUTIONS
DISASTER RELIEF ACTS OF 1992 AND 1993

Pub. L. 103–76, § 5, Aug. 12, 1993, 107 Stat. 754, directed
Secretary of the Treasury, after consultation with ap-
propriate Federal banking agencies to conduct a study
that (1) examined how agencies and entities granted au-
thority by Depository Institutions Disaster Relief Act
of 1992 and by this Act have exercised such authority,
(2) evaluated the utility of such Acts in facilitating re-
covery from disasters consistent with safety and sound-
ness of depository institutions, and (3) contained rec-
ommendations with respect to whether the authority
granted by this Act should be made permanent, and,
not later than 18 months after Aug. 12, 1993, submit to
Congress a report on the results of the study.

FEASIBILITY STUDY ON AUTHORIZING INSURED AND
UNINSURED DEPOSIT ACCOUNTS

Pub. L. 102–242, title III, § 321, Dec. 19, 1991, 105 Stat.
2370, directed Federal Deposit Insurance Corporation to
study the feasibility of authorizing insured depository
institutions to offer both insured and uninsured deposit
accounts to customers, specified factors to be consid-
ered in conducting the study, and directed Corporation,
before the end of the 6-month period beginning on Dec.
19, 1991, to submit a report to Congress containing the
Corporation’s findings and conclusions with respect to
the study and any recommendations for legislative or
administrative action the Corporation determined to
be appropriate.

PRIVATE REINSURANCE STUDY

Pub. L. 102–242, title III, § 322, Dec. 19, 1991, 105 Stat.
2370, directed Board of Directors of Federal Deposit In-
surance Corporation, in consultation with Secretary of
the Treasury and individuals from the private sector
with expertise in private insurance, private reinsur-
ance, depository institutions, or economics, to conduct
a study of the feasibility of establishing a private rein-
surance system, such study to include a demonstration
project consisting of a simulation, by a sample of pri-
vate reinsurers and insured depository institutions, of
the activities required for a private reinsurance sys-
tem, with a report to Congress on the study before the
end of the 18-month period beginning on Dec. 19, 1991.

PURPOSES OF 1989 AMENDMENT

Section 101 of Pub. L. 101–73 provided that: ‘‘The pur-
poses of this Act [see Short Title of 1989 Amendment
note above] are as follows:

‘‘(1) To promote, through regulatory reform, a safe
and stable system of affordable housing finance.

‘‘(2) To improve the supervision of savings associa-
tions by strengthening capital, accounting, and other
supervisory standards.

‘‘(3) To curtail investments and other activities of
savings associations that pose unacceptable risks to
the Federal deposit insurance funds.

‘‘(4) To promote the independence of the Federal
Deposit Insurance Corporation from the institutions
the deposits of which it insures, by providing an inde-
pendent board of directors, adequate funding, and ap-
propriate powers.

‘‘(5) To put the Federal deposit insurance funds on
a sound financial footing.

‘‘(6) To establish an Office of Thrift Supervision in
the Department of the Treasury, under the general
oversight of the Secretary of the Treasury.

‘‘(7) To establish a new corporation, to be known as
the Resolution Trust Corporation, to contain, man-
age, and resolve failed savings associations.

‘‘(8) To provide funds from public and private
sources to deal expeditiously with failed depository
institutions.

‘‘(9) To strengthen the enforcement powers of Fed-
eral regulators of depository institutions.

‘‘(10) To strengthen the civil sanctions and criminal
penalties for defrauding or otherwise damaging de-
pository institutions and their depositors.’’

STUDIES OF FEDERAL DEPOSIT INSURANCE, BANKING
SERVICES, AND SAFETY AND SOUNDNESS OF GOVERN-
MENT-SPONSORED ENTERPRISES

Title X of Pub. L. 101–73, as amended by Pub. L.
103–328, title I, § 108(a), Sept. 29, 1994, 108 Stat. 2361; Pub.
L. 104–208, div. A, title II, § 2608, Sept. 30, 1996, 110 Stat.
3009–474, provided that:

‘‘SEC. 1001. STUDY OF FEDERAL DEPOSIT INSUR-
ANCE SYSTEM.

‘‘(a) IN GENERAL.—The Secretary of the Treasury, in
consultation with the Comptroller of the Currency, the
Chairman of the Board of Governors of the Federal Re-
serve System, the Director of the Office of Thrift Su-
pervision, the Chairperson of the Federal Deposit Insur-
ance Corporation, the Chairman of the National Credit
Union Administration Board, the Director of the Office
of Management and Budget, and individuals from the
private sector, shall conduct a study of the Federal de-
posit insurance system.

‘‘(b) TOPICS.—As part of the study required under sub-
section (a), the Secretary of the Treasury shall inves-
tigate, review, and evaluate the following:

‘‘(1) The feasibility of establishing a deposit insur-
ance premium rate structure which would take into
account, on an institution-by-institution basis—

‘‘(A) asset quality risk;
‘‘(B) interest rate risk;
‘‘(C) quality of management; and
‘‘(D) profitability and capital.

‘‘(2) Incentives for market discipline, including the
advantages of—

‘‘(A) limiting each depositor to 1 insured account
per institution;

‘‘(B) reducing the amount insured, or providing
for a graduated decrease in the percentage of the
amounts deposited which are insured as the
amounts deposited increase;

‘‘(C) combining Federal with private insurance in
order to bring the market discipline of private in-
surance to bear on the management of the deposi-
tory institution; and

‘‘(D) ensuring, by law or regulation, that on the
closing of any insured depository institution, the
appropriate Federal insurance fund will honor only
its explicit liabilities, and will never make good
any losses on deposits not explicitly covered by
Federal deposit insurance.
‘‘(3) The scope of deposit insurance coverage and its

impact on the liability of the insurance fund.
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‘‘(4) The feasibility of market value accounting, as-
sessments on foreign deposits, limitations on bro-
kered deposits, the addition of collateralized borrow-
ings to the deposit insurance base, and multiple in-
sured accounts.

‘‘(5) The impact on the deposit insurance funds of
varying State and Federal bankruptcy exemptions
and the feasibility of—

‘‘(A) uniform exemptions;
‘‘(B) limits on exemptions when necessary to

repay obligations owed to federally insured deposi-
tory institutions; and

‘‘(C) requiring borrowers from federally insured
depository institutions to post a personal or cor-
porate bond when obtaining a mortgage on real
property.
‘‘(6) Policies to be followed with respect to the re-

capitalization or closure of insured depository insti-
tutions whose capital is depleted to, or near the point
of, insolvency.

‘‘(7) The efficiency of housing subsidies through the
Federal home loan bank system.

‘‘(8) Alternatives to Federal deposit insurance.
‘‘(9) The feasibility of developing and administer-

ing, through the appropriate Federal banking agency,
an examination of the principles and techniques of
risk management and the application of such prin-
ciples and techniques to the management of insured
institutions.

‘‘(10) The adequacy of capital of insured credit
unions and the National Credit Union Share Insur-
ance Fund, including whether the supervision of such
fund should be separated from the other functions of
the National Credit Union Administration.

‘‘(11) The feasibility of requiring, by statute or
other means, that—

‘‘(A) independent auditors and accountants of a
depository institution report the results of any
audit of the institution to the relevant regulatory
agency or agencies;

‘‘(B) a regulator share reports on a depository in-
stitution with the institution’s independent audi-
tors and accountants; and

‘‘(C) independent auditors and accountants par-
ticipate in conferences between the regulator and
the depository institution.
‘‘(12) The feasibility of adopting regulations which

are the same as or similar to the provisions of Eng-
land’s Banking Act, 1987, ch. 22 (4 Halsbury’s Statutes
of England and Wales 527–650 (1987)), enacted on May
15, 1987, relating to the Bank of England’s relation-
ship with auditors and reporting accountants (includ-
ing sections 8, 39, 41, 45, 46, 47, 82, 83, 85, and 94 of such
Act).
‘‘(c) FINAL REPORT.—Not later than the close of the

18-month period beginning on the date of the enact-
ment of this Act [Aug. 9, 1989], the Secretary of the
Treasury shall submit to the Congress a final report
containing a detailed statement of findings made, and
conclusions drawn from, the study conducted under
this section, including such recommendations for ad-
ministrative and legislative action as the Secretary de-
termines to be appropriate.

‘‘SEC. 1002. SURVEY OF BANK FEES AND SERVICES.
‘‘(a) ANNUAL SURVEY REQUIRED.—The Board of Gov-

ernors of the Federal Reserve System shall obtain a
sample, which is representative by geographic location
and size of the institution, of—

‘‘(1) certain retail banking services provided by in-
sured depository institutions; and

‘‘(2) the fees, if any, which are imposed by such in-
stitutions for providing any such service, including
fees imposed for not sufficient funds, deposit items
returned, and automated teller machine transactions.
‘‘(b) ANNUAL REPORT TO CONGRESS REQUIRED.—

‘‘(1) PREPARATION.—The Board of Governors of the
Federal Reserve System shall prepare a report of the
results of each survey conducted pursuant to sub-
section (a).

‘‘(2) CONTENTS OF THE REPORT.—Each report pre-
pared pursuant to paragraph (1) shall include—

‘‘(A) a description of any discernible trend, in the
Nation as a whole, in each of the 50 States, and in
each consolidated metropolitan statistical area or
primary metropolitan statistical area (as defined
by the Director of the Office of Management and
Budget), in the cost and availability of retail bank-
ing services (including fees imposed for providing
such services), that delineates differences between
insured depository institutions on the basis of both
the size of the institution and any engagement of
the institution in multistate activity; and

‘‘(B) a description of the correlation, if any,
among the following factors:

‘‘(i) An increase or decrease in the amount of
any deposit insurance premium assessed by the
Federal Deposit Insurance Corporation against
insured depository institutions.

‘‘(ii) An increase or decrease in the amount of
the fees imposed by such institutions for provid-
ing retail banking services.

‘‘(iii) A decrease in the availability of such
services.

‘‘(3) SUBMISSION TO CONGRESS.—The Board of Gov-
ernors of the Federal Reserve System shall submit an
annual report to the Congress not later than Septem-
ber 1, 1995, and not later than June 1 of each subse-
quent year.

‘‘SEC. 1003. GENERAL ACCOUNTING OFFICE STUDY.
‘‘(a) IN GENERAL.—The Comptroller General of the

United States shall conduct a study of deposit insur-
ance issues raised by section 1001 emphasizing in par-
ticular—

‘‘(1) analysis of the policy considerations affecting
the scope of deposit insurance coverage;

‘‘(2) evaluation of the risks associated with bank in-
surance contracts both as to the issuing institution
and the deposit insurance funds; and

‘‘(3) the effect of proposed changes in the definition
of ‘deposit’ on—

‘‘(A) market discipline; and
‘‘(B) the ability of other participants in capital

markets to raise funds.
‘‘(b) REPORT.—Not later than the close of the 18-

month period beginning on the date of the enactment
of this Act [Aug. 9, 1989], the Comptroller General shall
submit to the Congress the results of the study re-
quired by subsection (a).

‘‘SEC. 1004. STUDY REGARDING CAPITAL REQUIRE-
MENTS FOR GOVERNMENT-SPONSORED EN-
TERPRISES.

‘‘(a) IN GENERAL.—The Comptroller General of the
United States shall conduct a study of the risks under-
taken by all government-sponsored enterprises and the
appropriate level of capital for such enterprises con-
sistent with—

‘‘(1) the financial soundness and stability of the
government-sponsored enterprises;

‘‘(2) minimizing any potential financial exposure of
the Federal Government; and

‘‘(3) minimizing any potential impact on borrowing
of the Federal Government.
‘‘(b) CONSULTATION AND COOPERATION WITH OTHER

AGENCIES.—The Comptroller General shall determine
the structure and methodology of the study under this
section in consultation with and with the cooperation
of the Secretary of Agriculture and the Farm Credit
Administration (with respect to the Farm Credit
Banks, the Banks for Cooperatives, and the Federal Ag-
ricultural Mortgage Corporation), the Secretary of
Education (with respect to the Student Loan Market-
ing Association and the College Construction Loan Cor-
poration), the Secretary of Housing and Urban Develop-
ment (with respect to the Federal National Mortgage
Association and the Federal Home Loan Mortgage Cor-
poration), and the government-sponsored enterprises.

‘‘(c) ACCESS TO RELEVANT INFORMATION.—Each gov-
ernment-sponsored enterprise shall provide full and



Page 932TITLE 12—BANKS AND BANKING§ 1811

prompt access to the Comptroller General to its books
and records and shall promptly provide any other infor-
mation requested by the Comptroller General. In con-
ducting the study under this section, the Comptroller
General may request information from, or the assist-
ance of, any department or agency of the Federal Gov-
ernment that is authorized by law to supervise or ap-
prove any of the activities of any government-spon-
sored enterprise.

‘‘(d) SPECIFIC REQUIREMENTS.—The study shall exam-
ine and evaluate—

‘‘(1) the degrees and types of risks that are under-
taken by the government-sponsored enterprises in
the course of their operations, including credit risk,
interest rate risk, management and operational risk,
and business risk;

‘‘(2) the most appropriate method or methods for
quantifying the types of risks undertaken by the gov-
ernment-sponsored enterprises;

‘‘(3) the actual level of risk that exists with respect
to each government-sponsored enterprise, which shall
take into account factors including the volume and
type of securities outstanding that are issued or
guaranteed by each government-sponsored enterprise
and the extent of off-balance sheet expense of each
government-sponsored enterprise;

‘‘(4) the appropriateness of applying a risk-based
capital standard to each government-sponsored en-
terprise, taking into account the nature of the busi-
ness each government-sponsored enterprise conducts;

‘‘(5) the costs and benefits to the public from appli-
cation of a risk-based capital standard to the govern-
ment-sponsored enterprises and the impact of such a
standard on the capability of each government-spon-
sored enterprise to carry out its purpose under law;

‘‘(6) the impact, if any, of the operation of the gov-
ernment-sponsored enterprises on borrowing of the
Federal Government;

‘‘(7) the overall level of capital appropriate for each
of the government-sponsored enterprises; and

‘‘(8) the quality and timeliness of information cur-
rently available to the public and the Federal Gov-
ernment concerning the extent and nature of the ac-
tivities of government-sponsored enterprises and the
financial risk associated with such activities.
‘‘(e) REPORTS TO CONGRESS.—The Comptroller General

shall submit to the Congress 2 reports regarding the
study under this section. The first report shall be sub-
mitted to the Congress not later than 9 months after
the date of the enactment of this Act [Aug. 9, 1989] and
the second report shall be submitted to the Congress
not later than 21 months after the date of the enact-
ment of this Act. Each report shall set forth—

‘‘(1) the results of the study under this section;
‘‘(2) any recommendations of the Comptroller Gen-

eral with respect to appropriate capital standards for
each government-sponsored enterprise;

‘‘(3) any recommendations of the Comptroller Gen-
eral with respect to information that, in the deter-
mination of the Comptroller General, should be pro-
vided to the Congress concerning—

‘‘(A) the extent and nature of the activities of the
government-sponsored enterprises; and

‘‘(B) the nature of any periodic reports that the
Comptroller General believes should be submitted
to the Congress relating to the capital condition
and operations of the government-sponsored enter-
prises; and
‘‘(4) any recommendations and opinions of the Sec-

retary of Agriculture, the Secretary of Education,
the Secretary of Housing and Urban Development,
and the Secretary of the Treasury regarding the re-
port, to the extent that the recommendations and
views of such officers differ from the recommenda-
tions and opinions of the Comptroller General.
‘‘(f) DEFINITION.—For purposes of this section, the

term ‘government-sponsored enterprises’ means the
Federal Home Loan Mortgage Corporation, the Federal
National Mortgage Association, the Federal Home
Loan Bank System, the Farm Credit Banks, the Banks

for Cooperatives, the Federal Agricultural Mortgage
Corporation, the College Construction Loan Insurance
Corporation, the Student Loan Marketing Associa-
tion.’’

[Pub. L. 103–328, title I, § 108(b), Sept. 29, 1994, 108
Stat. 2362, provided that: ‘‘The requirements of sub-
section (a) [amending section 1002 of Pub. L. 101–73, set
out above] shall not apply after the end of the 7-year
period beginning on the date of enactment of this Act
[Sept. 29, 1994].’’]

EXPANSION OF USE OF UNDERUTILIZED MINORITY
BANKS, WOMEN’S BANKS, AND LOW-INCOME CREDIT
UNIONS

Section 1204 of Pub. L. 101–73 provided that:
‘‘(a) CONSULTATION ON EXPANDED USE.—The Secretary

of the Treasury shall consult with the appropriate Fed-
eral banking agencies and the National Credit Union
Administration Board on methods for increasing the
use of underutilized minority banks, women’s banks,
and limited income credit unions as depositaries or fi-
nancial agents of Federal agencies.

‘‘(b) REPORT TO CONGRESS.—The Secretary of the
Treasury shall include, in the 1st annual report submit-
ted to the Congress under section 331(a) of title 31,
United States Code, after the completion of the con-
sultation required by subsection (a), a report of the ac-
tions taken by the Secretary to increase the use of
underutilized minority banks, women’s banks, and lim-
ited income credit unions as depositaries or financial
agents of Federal agencies.

‘‘(c) DEFINITIONS.—For purposes of this section:
‘‘(1) APPROPRIATE FEDERAL BANKING AGENCY.—The

term ‘appropriate Federal banking agency’ has the
meaning given to such term in section 3(q) of the
Federal Deposit Insurance Act [12 U.S.C. 1813(q)].

‘‘(2) MINORITY BANK.—The term ‘minority bank’
means any depository institution described in clause
(i), (ii), or (iii) of section 19(b)(1)(A) of the Federal Re-
serve Act [12 U.S.C. 461(b)(1)(A)(i), (ii), (iii)]—

‘‘(A) more than 50 percent of the ownership or
control of which is held by 1 or more minority indi-
viduals; and

‘‘(B) more than 50 percent of the net profit or loss
of which accrues to 1 or more minority individuals.
‘‘(3) MINORITY.—The term ‘minority’ means any

Black American, Native American, Hispanic Amer-
ican, or Asian American.

‘‘(4) LOW-INCOME CREDIT UNION.—The term ‘low-in-
come credit union’ means any depository institution
described in section 19(b)(1)(A)(iv) of the Federal Re-
serve Act which serves predominately low-income
members (as defined by the National Credit Union
Administration Board pursuant to section 101(5) of
the Federal Credit Union Act [12 U.S.C. 1752(5)]).

‘‘(5) WOMEN’S BANK.—The term ‘women’s bank’
means any depository institution described in clause
(i), (ii), or (iii) of section 19(b)(1)(A) of the Federal Re-
serve Act—

‘‘(A) more than 50 percent of the outstanding
shares of which are held by 1 or more women;

‘‘(B) a majority of the directors on the board of
directors of which are women; and

‘‘(C) a significant percentage of senior manage-
ment positions of which are held by women.’’

SMALL INVESTOR PARTICIPATION IN UNITED STATES
GOVERNMENT SECURITIES OFFERINGS; STUDY BY SEC-
RETARY OF THE TREASURY

Section 1207 of Pub. L. 101–73 provided that: ‘‘Not
later than the close of the 18-month period beginning
on the date of the enactment of this Act [Aug. 9, 1989],
the Secretary of the Treasury shall conduct a study
and report to the Congress on—

‘‘(1) whether, and to what extent, the issuance of se-
curities by the United States Government in small
denominations benefits small investors, increases the
participation of small investors in United States Gov-
ernment securities offerings, and promotes savings
and thrift by the average United States taxpayer; and
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‘‘(2) additional measures the Secretary recommends
be taken to expand the availability of securities is-
sued by the United States Government to benefit
small investors, increase their participation in
United States Government securities offerings, and
to promote savings and thrift by the average United
States taxpayer.’’

EXPENDITURE OF TAXPAYER MONEY ONLY FOR DEPOSIT
INSURANCE PURPOSES

Section 1208 of Pub. L. 101–73 provided that: ‘‘Funds
appropriated to the Secretary of the Treasury pursuant
to an authorization contained in this Act [see Short
Title of 1989 Amendment note above], and any amount
authorized to be borrowed from the Secretary of the
Treasury by any entity pursuant to this Act, may only
be used as permitted by law, and may not otherwise be
used for making any payment to any shareholder in, or
creditor to, any insured depository institution.’’

STUDIES OF RELATIONSHIP BETWEEN PUBLIC DEBT AND
ACTIVITIES OF GOVERNMENT-SPONSORED ENTERPRISES

Section 1404 of Pub. L. 101–73 provided that:
‘‘(a) IN GENERAL.—In order to better manage the

bonded indebtedness of the United States, the Sec-
retary shall conduct 2 annual studies to assess the fi-
nancial safety and soundness of the activities of all
Government-sponsored enterprises and the impact of
their operations on Federal borrowing.

‘‘(b) ACCESS TO RELEVANT INFORMATION.—
‘‘(1) INFORMATION FROM GSE’S.—Each Government-

sponsored enterprise shall provide full and prompt ac-
cess to the Secretary to its books and records, and
shall promptly provide any other information re-
quested by the Secretary.

‘‘(2) INFORMATION FROM SUPERVISORY AGENCIES.—In
conducting the studies under this section, the Sec-
retary may request information from, or the assist-
ance of, any Federal department or agency author-
ized by law to supervise the activities of any Govern-
ment-sponsored enterprise.

‘‘(3) CONFIDENTIALITY OF INFORMATION.—
‘‘(A) IN GENERAL.—The Secretary shall determine

and maintain the confidentiality of any book,
record, or information made available under this
subsection in a manner generally consistent with
the level of confidentiality established for the ma-
terial by the Government-sponsored enterprise in-
volved.

‘‘(B) EXEMPTION FROM PUBLIC DISCLOSURE REQUIRE-
MENTS.—The Department of the Treasury shall be
exempt from section 552 of title 5, United States
Code, with respect to any book, record, or informa-
tion made available under this subsection and de-
termined by the Secretary to be confidential under
subparagraph (A).

‘‘(C) PENALTY FOR UNAUTHORIZED DISCLOSURE.—
Any officer or employee of the Department of the
Treasury shall be subject to the penalties set forth
in section 1906 of title 18, United States Code, if—

‘‘(i) by virtue of his employment or official po-
sition, he has possession of or access to any book,
record, or information made available under this
subsection and determined by the Secretary to be
confidential under subparagraph (A); and

‘‘(ii) he discloses the material in any manner
other than—

‘‘(I) to an officer or employee of the Depart-
ment of the Treasury; or

‘‘(II) pursuant to the exceptions set forth in
such section 1906.

‘‘(c) ASSESSMENT OF RISK.—In assessing the financial
safety and soundness of the activities of Government-
sponsored enterprises, and the impact of their activi-
ties on Federal borrowing, the Secretary shall quantify
the risks associated with each Government-sponsored
enterprise. In quantifying such risks, the Secretary
shall determine the volume and type of securities out-
standing which are issued or guaranteed by each Gov-

ernment-sponsored enterprise, the capitalization of
each Government-sponsored enterprise, and the degree
of risk involved in the operations of each Government-
sponsored enterprise due to factors such as credit risk,
interest rate risk, management and operations risk,
and business risk. The Secretary shall also report on
the quality and timeliness of information currently
available to the public and the Federal Government
concerning the extent and nature of the activities of
Government-sponsored enterprises and the financial
risk associated with such activities.

‘‘(d) REPORTS TO CONGRESS.—The Secretary shall sub-
mit to the Congress—

‘‘(1) by May 15, 1990, a report setting forth the re-
sults of the 1st annual study conducted under this
section; and

‘‘(2) by May 15, 1991, a report setting forth the re-
sults of the 2nd annual study conducted under this
section.
‘‘(e) DEFINITIONS.—For purposes of this section:

‘‘(1) GOVERNMENT-SPONSORED ENTERPRISE.—The
term ‘Government-sponsored enterprise’ means—

‘‘(A) the Federal National Mortgage Association,
the Federal Home Loan Mortgage Corporation, the
Federal Home Loan Bank System, the Farm Credit
Banks, the Banks for Cooperatives, the Federal Ag-
ricultural Mortgage Corporation, the Student Loan
Marketing Association, the College Construction
Loan Insurance Association, and any of their affili-
ated or member institutions; and

‘‘(B) any other Government-sponsored enterprise,
as designated by the Secretary.
‘‘(2) SECRETARY.—The term ‘Secretary’ means the

Secretary of the Treasury or his delegate.’’

§ 1812. Management

(a) Board of Directors
(1) In general

The management of the Corporation shall be
vested in a Board of Directors consisting of 5
members—

(A) 1 of whom shall be the Comptroller of
the Currency;

(B) 1 of whom shall be the Director of the
Office of Thrift Supervision; and

(C) 3 of whom shall be appointed by the
President, by and with the advice and con-
sent of the Senate, from among individuals
who are citizens of the United States, 1 of
whom shall have State bank supervisory ex-
perience.

(2) Political affiliation
After February 28, 1993, not more than 3 of

the members of the Board of Directors may be
members of the same political party.

(b) Chairperson and Vice Chairperson
(1) Chairperson

1 of the appointed members shall be des-
ignated by the President, by and with the ad-
vice and consent of the Senate, to serve as
Chairperson of the Board of Directors for a
term of 5 years.
(2) Vice Chairperson

1 of the appointed members shall be des-
ignated by the President, by and with the ad-
vice and consent of the Senate, to serve as
Vice Chairperson of the Board of Directors.
(3) Acting Chairperson

In the event of a vacancy in the position of
Chairperson of the Board of Directors or dur-
ing the absence or disability of the Chair-
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person, the Vice Chairperson shall act as
Chairperson.

(c) Terms
(1) Appointed members

Each appointed member shall be appointed
for a term of 6 years.
(2) Interim appointments

Any member appointed to fill a vacancy oc-
curring before the expiration of the term for
which such member’s predecessor was ap-
pointed shall be appointed only for the re-
mainder of such term.
(3) Continuation of service

The Chairperson, Vice Chairperson, and each
appointed member may continue to serve after
the expiration of the term of office to which
such member was appointed until a successor
has been appointed and qualified.

(d) Vacancy
(1) In general

Any vacancy on the Board of Directors shall
be filled in the manner in which the original
appointment was made.
(2) Acting officials may serve

In the event of a vacancy in the office of the
Comptroller of the Currency or the office of
Director of the Office of Thrift Supervision
and pending the appointment of a successor,
or during the absence or disability of the
Comptroller or such Director, the acting
Comptroller of the Currency or the acting Di-
rector of the Office of Thrift Supervision, as
the case may be, shall be a member of the
Board of Directors in the place of the Comp-
troller or Director.

(e) Ineligibility for other offices
(1) Postservice restriction

(A) In general
No member of the Board of Directors may

hold any office, position, or employment in
any insured depository institution or any de-
pository institution holding company dur-
ing—

(i) the time such member is in office; and
(ii) the 2-year period beginning on the

date such member ceases to serve on the
Board of Directors.

(B) Exception for members who serve full
term

The limitation contained in subparagraph
(A)(ii) shall not apply to any member who
has ceased to serve on the Board of Directors
after serving the full term for which such
member was appointed.

(2) Restriction during service
No member of the Board of Directors may—

(A) be an officer or director of any insured
depository institution, depository institu-
tion holding company, Federal Reserve
bank, or Federal home loan bank; or

(B) hold stock in any insured depository
institution or depository institution holding
company.

(3) Certification
Upon taking office, each member of the

Board of Directors shall certify under oath

that such member has complied with this sub-
section and such certification shall be filed
with the secretary of the Board of Directors.

(f) Status of employees
(1) In general

A director, member, officer, or employee of
the Corporation has no liability under the Se-
curities Act of 1933 [15 U.S.C. 77a et seq.] with
respect to any claim arising out of or result-
ing from any act or omission by such person
within the scope of such person’s employment
in connection with any transaction involving
the disposition of assets (or any interests in
any assets or any obligations backed by any
assets) by the Corporation. This subsection
shall not be construed to limit personal liabil-
ity for criminal acts or omissions, willful or
malicious misconduct, acts or omissions for
private gain, or any other acts or omissions
outside the scope of such person’s employ-
ment.
(2) ��Employee of the Corporation�� defined

For purposes of this subsection, the term
‘‘employee of the Corporation’’ includes any
employee of the Office of the Comptroller of
the Currency or of the Office of Thrift Super-
vision who serves as a deputy or assistant to
a member of the Board of Directors of the Cor-
poration in connection with activities of the
Corporation.
(3) Effect on other law

This subsection does not affect—
(A) any other immunities and protections

that may be available to such person under
applicable law with respect to such trans-
actions, or

(B) any other right or remedy against the
Corporation, against the United States
under applicable law, or against any person
other than a person described in paragraph
(1) participating in such transactions.

This subsection shall not be construed to limit
or alter in any way the immunities that are
available under applicable law for Federal offi-
cials and employees not described in this sub-
section.

(Sept. 21, 1950, ch. 967, § 2[2], 64 Stat. 873; Pub. L.
86–230, § 19, Sept. 8, 1959, 73 Stat. 460; Pub. L.
98–181, title VII, § 702(a), Nov. 30, 1983, 97 Stat.
1267; Pub. L. 101–73, title II, § 203(a), Aug. 9, 1989,
103 Stat. 188; Pub. L. 102–18, title I, § 103(b), Mar.
23, 1991, 105 Stat. 60; Pub. L. 104–208, div. A, title
II, § 2243, Sept. 30, 1996, 110 Stat. 3009–419.)

REFERENCES IN TEXT

The Securities Act of 1933, referred to in subsec. (f)(1),
is act May 27, 1933, ch. 38, title I, 48 Stat. 74, as amend-
ed, which is classified generally to subchapter I (§ 77a et
seq.) of chapter 2A of Title 15, Commerce and Trade.
For complete classification of this Act to the Code, see
section 77a of Title 15 and Tables.

PRIOR PROVISIONS

Section is derived from subsec. (b) of former section
264 of this title. See Codification note set out under
section 1811 of this title.

AMENDMENTS

1996—Subsec. (a)(1)(C). Pub. L. 104–208 inserted ‘‘, 1 of
whom shall have State bank supervisory experience’’
before period at end.
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1991—Subsec. (f). Pub. L. 102–18 added subsec. (f).
1989—Pub. L. 101–73 amended section generally, des-

ignating existing provisions as subsecs. (a) to (e), and
making other changes relating to the make-up and op-
eration of the Board.

1983—Pub. L. 98–181 inserted provision that each such
appointive member may continue to serve after the ex-
piration of his term until a successor has been ap-
pointed and qualified.

1959—Pub. L. 86–230 provided for membership of Act-
ing Comptroller of the Currency on Board of Directors
during absence or disability of Comptroller instead of
only during his absence from Washington.

TRANSITION PROVISION

Section 203(b) of Pub. L. 101–73 provided that:
‘‘(1) CHAIRPERSON.—Notwithstanding any provision of

section 2 of the Federal Deposit Insurance Act [12
U.S.C. 1812], the Chairman of the Board of Directors of
the Federal Deposit Insurance Corporation on the date
of the enactment of the Financial Institutions Reform,
Recovery, and Enforcement Act of 1989 [Aug. 9, 1989]
may continue to serve as the Chairperson until the end
of the term to which such Chairman was appointed.

‘‘(2) MEMBERS.—Notwithstanding any provision of
section 2 of the Federal Deposit Insurance Act, the ap-
pointed member of the Board of Directors of the Fed-
eral Deposit Insurance Corporation on the date of the
enactment of the Financial Institutions Reform, Re-
covery, and Enforcement Act of 1989 who is not the
Chairman shall continue to serve in office until the
earlier of—

‘‘(A) the end of the term to which such member was
appointed; or

‘‘(B) February 28, 1993,
except that such member may continue to serve after
the end of such term until a successor has been ap-
pointed and qualified.

‘‘(3) APPOINTMENTS BEFORE MARCH 1, 1993.—Notwith-
standing any provision of section 2 of the Federal De-
posit Insurance Act, the term of any member appointed
to the Board of Directors of the Federal Deposit Insur-
ance Corporation before February 28, 1993 (including
the term of any Chairperson), shall end on such date.’’

COMPENSATION OF BOARD OF DIRECTORS

Compensation of Chairman and members of the
Board, see sections 5314 and 5315 of Title 5, Government
Organization and Employees.

§ 1813. Definitions

As used in this chapter—
(a) DEFINITIONS OF BANK AND RELATED

TERMS.—
(1) BANK.—The term ‘‘bank’’—

(A) means any national bank, State bank,
and District bank, and any Federal branch
and insured branch;

(B) includes any former savings associa-
tion that—

(i) has converted from a savings associa-
tion charter; and

(ii) is a Savings Association Insurance
Fund member.

(2) STATE BANK.—The term ‘‘State bank’’
means any bank, banking association, trust
company, savings bank, industrial bank (or
similar depository institution which the Board
of Directors finds to be operating substan-
tially in the same manner as an industrial
bank), or other banking institution which—

(A) is engaged in the business of receiving
deposits, other than trust funds (as defined
in this section); and

(B) is incorporated under the laws of any
State or which is operating under the Code

of Law for the District of Columbia (except
a national bank),

including any cooperative bank or other unin-
corporated bank the deposits of which were in-
sured by the Corporation on the day before
August 9, 1989.

(3) STATE.—The term ‘‘State’’ means any
State of the United States, the District of Co-
lumbia, any territory of the United States,
Puerto Rico, Guam, American Samoa, the
Trust Territory of the Pacific Islands, the Vir-
gin Islands, and the Northern Mariana Islands.

(4) DISTRICT BANK.—The term ‘‘District
bank’’ means any State bank operating under
the Code of Law of the District of Columbia.

(b) DEFINITION OF SAVINGS ASSOCIATIONS AND
RELATED TERMS.—

(1) SAVINGS ASSOCIATION.—The term ‘‘savings
association’’ means—

(A) any Federal savings association;
(B) any State savings association; and
(C) any corporation (other than a bank)

that the Board of Directors and the Director
of the Office of Thrift Supervision jointly de-
termine to be operating in substantially the
same manner as a savings association.

(2) FEDERAL SAVINGS ASSOCIATION.—The term
‘‘Federal savings association’’ means any Fed-
eral savings association or Federal savings
bank which is chartered under section 1464 of
this title.

(3) STATE SAVINGS ASSOCIATION.—The term
‘‘State savings association’’ means—

(A) any building and loan association, sav-
ings and loan association, or homestead as-
sociation; or

(B) any cooperative bank (other than a co-
operative bank which is a State bank as de-
fined in subsection (a)(2) of this section),

which is organized and operating according to
the laws of the State (as defined in subsection
(a)(3) of this section) in which it is chartered
or organized.

(c) DEFINITIONS RELATING TO DEPOSITORY IN-
STITUTIONS.—

(1) DEPOSITORY INSTITUTION.—The term ‘‘de-
pository institution’’ means any bank or sav-
ings association.

(2) INSURED DEPOSITORY INSTITUTION.—The
term ‘‘insured depository institution’’ means
any bank or savings association the deposits
of which are insured by the Corporation pursu-
ant to this chapter.

(3) INSTITUTIONS INCLUDED FOR CERTAIN PUR-
POSES.—The term ‘‘insured depository institu-
tion’’ includes any uninsured branch or agency
of a foreign bank or a commercial lending
company owned or controlled by a foreign
bank for purposes of section 1818 of this title.

(4) FEDERAL DEPOSITORY INSTITUTION.—The
term ‘‘Federal depository institution’’ means
any national bank, any Federal savings asso-
ciation, and any Federal branch.

(5) STATE DEPOSITORY INSTITUTION.—The
term ‘‘State depository institution’’ means
any State bank, any State savings association,
and any insured branch which is not a Federal
branch.

(d) DEFINITIONS RELATING TO MEMBER BANKS.—
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(1) NATIONAL MEMBER BANK.—The term ‘‘na-
tional member bank’’ means any national
bank which is a member of the Federal Re-
serve System.

(2) STATE MEMBER BANK.—The term ‘‘State
member bank’’ means any State bank which is
a member of the Federal Reserve System.

(e) DEFINITIONS RELATING TO NONMEMBER
BANKS.—

(1) NATIONAL NONMEMBER BANK.—The term
‘‘national nonmember bank’’ means any na-
tional bank which—

(A) is located in any territory of the
United States, Puerto Rico, Guam, Amer-
ican Samoa, the Virgin Islands, or the
Northern Mariana Islands; and

(B) is not a member of the Federal Reserve
System.

(2) STATE NONMEMBER BANK.—The term
‘‘State nonmember bank’’ means any State
bank which is not a member of the Federal Re-
serve System.

(f) The term ‘‘mutual savings bank’’ means a
bank without capital stock transacting a sav-
ings bank business, the net earnings of which
inure wholly to the benefit of its depositors
after payment of obligations for any advances
by its organizers.

(g) SAVINGS BANK.—The term ‘‘savings bank’’
means a bank (including a mutual savings bank)
which transacts its ordinary banking business
strictly as a savings bank under State laws im-
posing special requirements on such banks gov-
erning the manner of investing their funds and
of conducting their business.

(h) The term ‘‘insured bank’’ means any bank
(including a foreign bank having an insured
branch) the deposits of which are insured in ac-
cordance with the provisions of this chapter; and
the term ‘‘noninsured bank’’ means any bank
the deposits of which are not so insured.

(i) NEW BANK AND BRIDGE BANK DEFINED.—
(1) NEW BANK.—The term ‘‘new bank’’ means

a new national bank, other than a bridge
bank, organized by the Corporation in accord-
ance with section 1821(m) of this title.

(2) BRIDGE BANK.—The term ‘‘bridge bank’’
means a new national bank organized by the
Corporation in accordance with section 1821(n)
of this title.

(j) The term ‘‘receiver’’ includes a receiver,
liquidating agent, conservator, commission, per-
son, or other agency charged by law with the
duty of winding up the affairs of a bank or sav-
ings association or of a branch of a foreign bank.

(k) The term ‘‘Board of Directors’’ means the
Board of Directors of the Corporation.

(l) The term ‘‘deposit’’ means—
(1) the unpaid balance of money or its equiv-

alent received or held by a bank or savings as-
sociation in the usual course of business and
for which it has given or is obligated to give
credit, either conditionally or uncondition-
ally, to a commercial, checking, savings, time,
or thrift account, or which is evidenced by its
certificate of deposit, thrift certificate, invest-
ment certificate, certificate of indebtedness,
or other similar name, or a check or draft
drawn against a deposit account and certified

by the bank or savings association, or a letter
of credit or a traveler’s check on which the
bank or savings association is primarily lia-
ble: Provided, That, without limiting the gen-
erality of the term ‘‘money or its equivalent’’,
any such account or instrument must be re-
garded as evidencing the receipt of the equiva-
lent of money when credited or issued in ex-
change for checks or drafts or for a promissory
note upon which the person obtaining any
such credit or instrument is primarily or sec-
ondarily liable, or for a charge against a de-
posit account, or in settlement of checks,
drafts, or other instruments forwarded to such
bank or savings association for collection.

(2) trust funds as defined in this chapter re-
ceived or held by such bank or savings associa-
tion, whether held in the trust department or
held or deposited in any other department of
such bank or savings association.

(3) money received or held by a bank or sav-
ings association, or the credit given for money
or its equivalent received or held by a bank or
savings association, in the usual course of
business for a special or specific purpose, re-
gardless of the legal relationship thereby es-
tablished, including without being limited to,
escrow funds, funds held as security for an ob-
ligation due to the bank or savings association
or others (including funds held as dealers re-
serves) or for securities loaned by the bank or
savings association, funds deposited by a debt-
or to meet maturing obligations, funds depos-
ited as advance payment on subscriptions to
United States Government securities, funds
held for distribution or purchase of securities,
funds held to meet its acceptances or letters of
credit, and withheld taxes: Provided, That
there shall not be included funds which are re-
ceived by the bank or savings association for
immediate application to the reduction of an
indebtedness to the receiving bank or savings
association, or under condition that the re-
ceipt thereof immediately reduces or extin-
guishes such an indebtedness.

(4) outstanding draft (including advice or au-
thorization to charge a bank’s or a savings as-
sociation’s balance in another bank or savings
association), cashier’s check, money order, or
other officer’s check issued in the usual course
of business for any purpose, including without
being limited to those issued in payment for
services, dividends, or purchases, and

(5) such other obligations of a bank or sav-
ings association as the Board of Directors,
after consultation with the Comptroller of the
Currency, Director of the Office of Thrift Su-
pervision, and the Board of Governors of the
Federal Reserve System, shall find and pre-
scribe by regulation to be deposit liabilities by
general usage, except that the following shall
not be a deposit for any of the purposes of this
chapter or be included as part of the total de-
posits or of an insured deposit:

(A) any obligation of a depository institu-
tion which is carried on the books and
records of an office of such bank or savings
association located outside of any State, un-
less—

(i) such obligation would be a deposit if
it were carried on the books and records of
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the depository institution, and would be
payable at, an office located in any State;
and

(ii) the contract evidencing the obliga-
tion provides by express terms, and not by
implication, for payment at an office of
the depository institution located in any
State;

(B) any international banking facility de-
posit, including an international banking fa-
cility time deposit, as such term is from
time to time defined by the Board of Gov-
ernors of the Federal Reserve System in reg-
ulation D or any successor regulation issued
by the Board of Governors of the Federal Re-
serve System; and

(C) any liability of an insured depository
institution that arises under an annuity con-
tract, the income of which is tax deferred
under section 72 of title 26.

(m) INSURED DEPOSIT.—
(1) IN GENERAL.—Subject to paragraph (2),

the term ‘‘insured deposit’’ means the net
amount due to any depositor for deposits in an
insured depository institution as determined
under sections 1817(i) and 1821(a) of this title.

(2) In the case of any deposit in a branch of
a foreign bank, the term ‘‘insured deposit’’
means an insured deposit as defined in para-
graph (1) of this subsection which—

(A) is payable in the United States to—
(i) an individual who is a citizen or resi-

dent of the United States,
(ii) a partnership, corporation, trust, or

other legally cognizable entity created
under the laws of the United States or any
State and having its principal place of
business within the United States or any
State, or

(iii) an individual, partnership, corpora-
tion, trust, or other legally cognizable en-
tity which is determined by the Board of
Directors in accordance with its regula-
tions to have such business or financial re-
lationships in the United States as to
make the insurance of such deposit con-
sistent with the purposes of this chapter;

and
(B) meets any other criteria prescribed by

the Board of Directors by regulation as nec-
essary or appropriate in its judgment to
carry out the purposes of this chapter or to
facilitate the administration thereof.

(3) UNINSURED DEPOSITS.—The term ‘‘unin-
sured deposit’’ means the amount of any de-
posit of any depositor at any insured deposi-
tory institution in excess of the amount of the
insured deposits of such depositor (if any) at
such depository institution.

(4) PREFERRED DEPOSITS.—The term ‘‘pre-
ferred deposits’’ means deposits of any public
unit (as defined in paragraph (1)) at any in-
sured depository institution which are secured
or collateralized as required under State law.

(n) The term ‘‘transferred deposit’’ means a
deposit in a new bank or other insured deposi-
tory institution made available to a depositor
by the Corporation as payment of the insured
deposit of such depositor in a closed bank, and

assumed by such new bank or other insured de-
pository institution.

(o) The term ‘‘domestic branch’’ includes any
branch bank, branch office, branch agency, addi-
tional office, or any branch place of business lo-
cated in any State of the United States or in
any Territory of the United States, Puerto Rico,
Guam, American Samoa, the Trust Territory of
the Pacific Islands, or the Virgin Islands at
which deposits are received or checks paid or
money lent. The term ‘‘domestic branch’’ does
not include an automated teller machine or a re-
mote service unit. The term ‘‘foreign branch’’
means any office or place of business located
outside the United States, its territories, Puerto
Rico, Guam, American Samoa, the Trust Terri-
tory of the Pacific Islands, or the Virgin Islands,
at which banking operations are conducted.

(p) The term ‘‘trust funds’’ means funds held
by an insured depository institution in a fidu-
ciary capacity and includes, without being lim-
ited to, funds held as trustee, executor, adminis-
trator, guardian, or agent.

(q) APPROPRIATE FEDERAL BANKING AGENCY.—
The term ‘‘appropriate Federal banking agency’’
means—

(1) the Comptroller of the Currency, in the
case of any national banking association, any
District bank, or any Federal branch or agen-
cy of a foreign bank;

(2) the Board of Governors of the Federal Re-
serve System, in the case of—

(A) any State member insured bank (ex-
cept a District bank),

(B) any branch or agency of a foreign bank
with respect to any provision of the Federal
Reserve Act [12 U.S.C. 221 et seq.] which is
made applicable under the International
Banking Act of 1978 [12 U.S.C. 3101 et seq.],

(C) any foreign bank which does not oper-
ate an insured branch,

(D) any agency or commercial lending
company other than a Federal agency,

(E) supervisory or regulatory proceedings
arising from the authority given to the
Board of Governors under section 7(c)(1) of
the International Banking Act of 1978 [12
U.S.C. 3105(c)(1)], including such proceedings
under the Financial Institutions Supervisory
Act of 1966, and

(F) any bank holding company and any
subsidiary of a bank holding company (other
than a bank);

(3) the Federal Deposit Insurance Corpora-
tion in the case of a State nonmember insured
bank (except a District bank), or a foreign
bank having an insured branch; and

(4) the Director of the Office of Thrift Super-
vision in the case of any savings association or
any savings and loan holding company.

Under the rule set forth in this subsection, more
than one agency may be an appropriate Federal
banking agency with respect to any given insti-
tution.

(r) STATE BANK SUPERVISOR.—
(1) IN GENERAL.—The term ‘‘State bank su-

pervisor’’ means any officer, agency, or other
entity of any State which has primary regu-
latory authority over State banks or State
savings associations in such State.
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(2) INTERSTATE APPLICATION.—The State
bank supervisors of more than 1 State may be
the appropriate State bank supervisor for any
insured depository institution.

(s) DEFINITIONS RELATING TO FOREIGN BANKS
AND BRANCHES.—

(1) FOREIGN BANK.—The term ‘‘foreign bank’’
has the meaning given to such term by section
1(b)(7) of the International Banking Act of 1978
[12 U.S.C. 3101(b)(7)].

(2) FEDERAL BRANCH.—The term ‘‘Federal
branch’’ has the meaning given to such term
by section 1(b)(6) of the International Banking
Act of 1978 [12 U.S.C. 3101(b)(6)].

(3) INSURED BRANCH.—The term ‘‘insured
branch’’ means any branch (as defined in sec-
tion 1(b)(3) of the International Banking Act
of 1978 [12 U.S.C. 3101(b)(3)]) of a foreign bank
any deposits in which are insured pursuant to
this chapter.

(t) INCLUDES, INCLUDING.—
(1) IN GENERAL.—The terms ‘‘includes’’ and

‘‘including’’ shall not be construed more re-
strictively than the ordinary usage of such
terms so as to exclude any other thing not re-
ferred to or described.

(2) RULE OF CONSTRUCTION.—Paragraph (1)
shall not be construed as creating any infer-
ence that the term ‘‘includes’’ or ‘‘including’’
in any other provision of Federal law may be
deemed to exclude any other thing not re-
ferred to or described.

(u) INSTITUTION-AFFILIATED PARTY.—The term
‘‘institution-affiliated party’’ means—

(1) any director, officer, employee, or con-
trolling stockholder (other than a bank hold-
ing company) of, or agent for, an insured de-
pository institution;

(2) any other person who has filed or is re-
quired to file a change-in-control notice with
the appropriate Federal banking agency under
section 1817(j) of this title;

(3) any shareholder (other than a bank hold-
ing company), consultant, joint venture part-
ner, and any other person as determined by
the appropriate Federal banking agency (by
regulation or case-by-case) who participates in
the conduct of the affairs of an insured deposi-
tory institution; and

(4) any independent contractor (including
any attorney, appraiser, or accountant) who
knowingly or recklessly participates in—

(A) any violation of any law or regulation;
(B) any breach of fiduciary duty; or
(C) any unsafe or unsound practice,

which caused or is likely to cause more than
a minimal financial loss to, or a significant
adverse effect on, the insured depository insti-
tution.

(v) VIOLATION.—The term ‘‘violation’’ includes
any action (alone or with another or others) for
or toward causing, bringing about, participating
in, counseling, or aiding or abetting a violation.

(w) DEFINITIONS RELATING TO AFFILIATES OF
DEPOSITORY INSTITUTIONS.—

(1) DEPOSITORY INSTITUTION HOLDING COM-
PANY.—The term ‘‘depository institution hold-
ing company’’ means a bank holding company
or a savings and loan holding company.

(2) BANK HOLDING COMPANY.—The term ‘‘bank
holding company’’ has the meaning given to
such term in section 1841 of this title.

(3) SAVINGS AND LOAN HOLDING COMPANY.—
The term ‘‘savings and loan holding company’’
has the meaning given to such term in section
1467a of this title.

(4) SUBSIDIARY.—The term ‘‘subsidiary’’—
(A) means any company which is owned or

controlled directly or indirectly by another
company; and

(B) includes any service corporation owned
in whole or in part by an insured depository
institution or any subsidiary of such a serv-
ice corporation.

(5) CONTROL.—The term ‘‘control’’ has the
meaning given to such term in section 1841 of
this title.

(6) AFFILIATE.—The term ‘‘affiliate’’ has the
meaning given to such term in section 1841(k)
of this title.

(7) COMPANY.—The term ‘‘company’’ has the
same meaning as in section 1841(b) of this
title.

(x) DEFINITIONS RELATING TO DEFAULT.—
(1) DEFAULT.—The term ‘‘default’’ means,

with respect to an insured depository institu-
tion, any adjudication or other official deter-
mination by any court of competent jurisdic-
tion, the appropriate Federal banking agency,
or other public authority pursuant to which a
conservator, receiver, or other legal custodian
is appointed for an insured depository institu-
tion or, in the case of a foreign bank having an
insured branch, for such branch.

(2) IN DANGER OF DEFAULT.—The term ‘‘in
danger of default’’ means an insured deposi-
tory institution with respect to which (or in
the case of a foreign bank having an insured
branch, with respect to such insured branch)
the appropriate Federal banking agency or
State chartering authority has advised the
Corporation (or, if the appropriate Federal
banking agency is the Corporation, the Cor-
poration has determined) that—

(A) in the opinion of such agency or au-
thority—

(i) the depository institution or insured
branch is not likely to be able to meet the
demands of the institution’s or branch’s
depositors or pay the institution’s or
branch’s obligations in the normal course
of business; and

(ii) there is no reasonable prospect that
the depository institution or insured
branch will be able to meet such demands
or pay such obligations without Federal
assistance; or

(B) in the opinion of such agency or au-
thority—

(i) the depository institution or insured
branch has incurred or is likely to incur
losses that will deplete all or substantially
all of its capital; and

(ii) there is no reasonable prospect that
the capital of the depository institution or
insured branch will be replenished without
Federal assistance.

(y) The term ‘‘deposit insurance fund’’ means
the Bank Insurance Fund or the Savings Asso-
ciation Insurance Fund, as appropriate.
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(z) FEDERAL BANKING AGENCY.—The term
‘‘Federal banking agency’’ means the Comptrol-
ler of the Currency, the Director of the Office of
Thrift Supervision, the Board of Governors of
the Federal Reserve System, or the Federal De-
posit Insurance Corporation.

(Sept. 21, 1950, ch. 967, § 2[3], 64 Stat. 873; July 14,
1952, ch. 725, 66 Stat. 605; Aug. 1, 1956, ch. 852, § 3,
70 Stat. 908; Pub. L. 86–671, § 1, July 14, 1960, 74
Stat. 546; Pub. L. 89–695, title II, § 201, title III,
§§ 301(a), 303(a), Oct. 16, 1966, 80 Stat. 1046, 1055,
1056; Pub. L. 91–151, § 7(a)(1), Dec. 23, 1969, 83
Stat. 375; Pub. L. 91–609, title IX, § 910(a)–(f), Dec.
31, 1970, 84 Stat. 1811, 1812; Pub. L. 93–495, title I,
§§ 101(a)(1), 102(a)(1), Oct. 28, 1974, 88 Stat. 1500,
1502; Pub. L. 95–369, § 6(c)(2)–(6), Sept. 17, 1978, 92
Stat. 614, 615; Pub. L. 95–630, title III, § 301(a),
Nov. 10, 1978, 92 Stat. 3675; Pub. L. 96–221, title
III, § 308(a)(1)(A), Mar. 31, 1980, 94 Stat. 147; Pub.
L. 97–110, title I, §§ 102, 103(a), Dec. 26, 1981, 95
Stat. 1513; Pub. L. 97–320, title I, § 113(a), (b),
title VII, § 703(a), (b), Oct. 15, 1982, 96 Stat. 1473,
1538, 1539; Pub. L. 100–86, title I, § 101(g)(1), title
V, § 503(b), Aug. 10, 1987, 101 Stat. 563, 632; Pub. L.
101–73, title II, §§ 201(a), 204, Aug. 9, 1989, 103 Stat.
187, 190; Pub. L. 102–242, title I, §§ 111(e), 112(b),
131(c)(3), 141(f), 161(c), title III, §§ 305(c),
311(b)(5)(A), Dec. 19, 1991, 105 Stat. 2242, 2266,
2278, 2286, 2355, 2366; Pub. L. 102–550, title XVI,
§§ 1603(b)(2)(B), (d)(5), 1606(g)(2), Oct. 28, 1992, 106
Stat. 4079, 4080, 4089; Pub. L. 103–204, § 19(b), Dec.
17, 1993, 107 Stat. 2404; Pub. L. 103–325, title III,
§ 326(b)(2), title VI, § 602(a)(1), Sept. 23, 1994, 108
Stat. 2229, 2288; Pub. L. 104–208, div. A, title II,
§§ 2205(b), 2614(a), 2704(d)(6)(A), (14)(A), Sept. 30,
1996, 110 Stat. 3009–405, 3009–478, 3009–488,
3009–490.)

REFERENCES IN TEXT

The Federal Reserve Act, referred to in subsec.
(q)(2)(B), is act Dec. 23, 1913, ch. 6, 38 Stat. 251, as
amended, which is classified principally to chapter 3
(§ 221 et seq.) of this title. For complete classification of
this Act to the Code, see References in Text note set
out under section 226 of this title and Tables.

The International Banking Act of 1978, referred to in
subsec. (q)(2)(B), is Pub. L. 95–369, Sept. 17, 1978, 92 Stat.
607, which enacted sections 347d, 611a, and 3101 to 3111
of this title, amended sections 72, 378, 614, 615, 618, 619,
1813, 1815, 1817, 1818, 1820, 1821, 1822, 1823, 1828, 1829b,
1831b, and 1841 of this title, and enacted provisions set
out as notes under sections 36, 247, 601, 611a, and 3101 of
this title. For complete classification of this Act to the
Code, see Short Title note set out under section 3101 of
this title and Tables.

The Financial Institutions Supervisory Act of 1966,
referred to in subsec. (q)(2)(E), is Pub. L. 89–695, Oct. 16,
1966, 80 Stat. 1028. For complete classification of this
Act to the Code, see Short Title of 1966 Amendment
note set out under section 1464 of this title and Tables.

PRIOR PROVISIONS

Section is derived from subsec. (c) of former section
264 of this title. See Codification note set out under
section 1811 of this title.

AMENDMENTS

1996—Subsec. (a)(1)(B). Pub. L. 104–208, § 2704(d)(14)(A),
which directed striking out subpar. (B) and adding a
new subpar. (B), was not executed. See Effective Date
of 1996 Amendment note below.

Subsec. (l)(5)(C). Pub. L. 104–208, § 2614(a), added sub-
par. (C).

Subsec. (o). Pub. L. 104–208, § 2205(b), substituted
‘‘lent. The term ‘domestic branch’ does not include an

automated teller machine or a remote service unit.
The’’ for ‘‘lent; and the’’.

Subsec. (y). Pub. L. 104–208, § 2704(d)(6)(A), which di-
rected the general amendment of subsec. (y), was not
executed. See Effective Date of 1996 Amendment note
below.

1994—Subsec. (i)(1). Pub. L. 103–325, § 602(a)(1)(A), sub-
stituted ‘‘section 1821(m) of this title’’ for ‘‘section
1821(h) of this title’’.

Subsec. (l)(4). Pub. L. 103–325, § 602(a)(1)(B), sub-
stituted ‘‘a bank’s or a’’ for ‘‘bank’s or’’ before ‘‘savings
association’s balance’’.

Subsec. (l)(5)(A). Pub. L. 103–325, § 326(b)(2), amended
subpar. (A) generally. Prior to amendment, subpar. (A)
read as follows: ‘‘any obligation of a bank or savings
association which is payable only at an office of such
bank or savings association located outside of the
States of the United States, the District of Columbia,
Puerto Rico, Guam, American Samoa, the Trust Terri-
tory of the Pacific Islands, the Virgin Islands, and the
Northern Mariana Islands; and’’.

Subsec. (q)(2)(E). Pub. L. 103–325, § 602(a)(1)(C), sub-
stituted ‘‘Financial Institutions Supervisory Act of
1966’’ for ‘‘Depository Institutions Supervisory Act’’.

1993—Subsec. (w)(7). Pub. L. 103–204, § 19(b)(2), added
par. (7).

Subsec. (z). Pub. L. 103–204, § 19(b)(1), amended subsec.
(z) generally. Prior to amendment, subsec. (z) read as
follows: ‘‘FEDERAL BANKING AGENCIES.—The term ‘Fed-
eral banking agencies’ means the Office of the Comp-
troller of the Currency, the Office of Thrift Super-
vision, the Board of Governors of the Federal Reserve
System, and the Federal Deposit Insurance Corpora-
tion.’’

1992—Subsec. (i)(2). Pub. L. 102–550, § 1606(g)(2), sub-
stituted ‘‘1821(n)’’ for ‘‘1821(i)’’.

Subsec. (r). Pub. L. 102–550, § 1603(b)(2)(B), which di-
rected the amendment of section 112 of the ‘‘Federal
Deposit Insurance Corporation Improvement Act of
1992’’, was executed by amending section 112 of Pub. L.
102–242, which is the Federal Deposit Insurance Cor-
poration Improvement Act of 1991, to reflect the prob-
able intent of Congress. See 1991 Amendment note
below.

Subsec. (y). Pub. L. 102–550, § 1603(d)(5), amended di-
rectory language of Pub. L. 102–242, § 131(c)(3). See 1991
Amendment note below.

1991—Subsec. (m). Pub. L. 102–242, § 311(b)(5)(A), in-
serted heading.

Subsec. (m)(1). Pub. L. 102–242, § 311(b)(5)(A), added
par. (1) and struck out former par. (1) which read as fol-
lows: ‘‘Subject to the provisions of paragraph (2) of this
subsection, the term ‘insured deposit’ means the net
amount due to any depositor (other than a depositor re-
ferred to in the third sentence of this subsection) for
deposits in an insured depository institution (after de-
ducting offsets) less any part thereof which is in excess
of $100,000. Such net amount shall be determined ac-
cording to such regulations as the Board of Directors
may prescribe, and in determining the amount due to
any depositor there shall be added together all deposits
in the depository institution maintained in the same
capacity and the same right for his benefit either in his
own name or in the names of others except trust funds
which shall be insured as provided in subsection (i) of
section 1817 of this title. Each officer, employee, or
agent of the United States, of any State of the United
States, of the District of Columbia, of any Territory of
the United States, of Puerto Rico, of Guam, of Amer-
ican Samoa, of the Trust Territory of the Pacific Is-
lands, of the Virgin Islands, of the Northern Mariana
Islands, of any county, of any municipality, or of any
political subdivision thereof, herein called ‘public unit’,
having official custody of public funds and lawfully de-
positing the same in an insured depository institution
shall, for the purpose of determining the amount of the
insured deposits, be deemed a depositor in such custo-
dial capacity separate and distinct from any other offi-
cer, employee, or agent of the same or any public unit
having official custody of public funds and lawfully de-
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positing the same in the same insured depository insti-
tution in custodial capacity. For the purpose of clarify-
ing and defining the insurance coverage under this sub-
section and subsection (i) of section 1817 of this title,
the Corporation is authorized to define, with such clas-
sifications and exceptions as it may prescribe, terms
used in those subsections, in subsection (p) of this sec-
tion, and in subsections (a) and (i) of section 1821 of this
title and the extent of the insurance coverage resulting
therefrom.’’

Subsec. (m)(3), (4). Pub. L. 102–242, § 141(f), added pars.
(3) and (4).

Subsec. (r). Pub. L. 102–242, § 112(b), as added by Pub.
L. 102–550, § 1603(b)(2)(B), amended subsec. (r) generally.
Prior to amendment, subsec. (r) read as follows: ‘‘The
terms ‘foreign bank’ and ‘Federal branch’ shall be con-
strued consistently with the usage of such terms in the
International Banking Act of 1978.’’

Subsec. (s). Pub. L. 102–242, § 111(e), amended subsec.
(s) generally. Prior to amendment, subsec. (s) read as
follows: ‘‘The term ‘insured branch’ means a branch of
a foreign bank any deposits in which are insured in ac-
cordance with the provisions of this chapter.’’

Subsec. (w). Pub. L. 102–242, § 161(c), substituted ‘‘Af-
filiates of Depository Institutions’’ for ‘‘Holding Com-
panies’’ in heading.

Subsec. (y). Pub. L. 102–242, § 131(c)(3), as amended by
Pub. L. 102–550, § 1603(d)(5), added subsec. (y).

Subsec. (z). Pub. L. 102–242, § 305(c), added subsec. (z).
1989—Subsec. (a). Pub. L. 101–73, § 204(a), amended sub-

sec. (a) generally, substituting provisions defining
‘‘bank’’, ‘‘State bank’’, ‘‘State’’, and ‘‘District bank’’
for provisions defining ‘‘State bank’’ and ‘‘State’’.

Subsec. (b). Pub. L. 101–73, § 204(b), amended subsec.
(b) generally, substituting provisions defining ‘‘savings
association’’, ‘‘Federal savings association’’, and
‘‘State savings association’’ for provisions defining
‘‘State member bank’’ and ‘‘State nonmember bank’’.

Subsec. (c). Pub. L. 101–73, § 204(c), amended subsec.
(c) generally, substituting definitions relating to depos-
itory institutions for definition of ‘‘District bank’’.

Subsec. (d). Pub. L. 101–73, § 204(d), amended subsec.
(d) generally, substituting provisions defining ‘‘na-
tional member bank’’ and ‘‘State member bank’’ for
provisions defining ‘‘national member bank’’.

Subsec. (e). Pub. L. 101–73, § 204(e), amended subsec.
(e) generally, substituting provisions defining ‘‘na-
tional nonmember bank’’ and ‘‘State nonmember
bank’’ for provisions defining ‘‘national nonmember
bank’’.

Subsec. (j). Pub. L. 101–73, § 204(f)(1), inserted ‘‘or sav-
ings association’’ after ‘‘of a bank’’.

Subsec. (l)(1) to (3). Pub. L. 101–73, § 204(f)(2)(A), in-
serted ‘‘or savings association’’ after ‘‘a bank’’, ‘‘the
bank’’, ‘‘receiving bank’’, and ‘‘such bank’’ wherever
appearing.

Subsec. (l)(4). Pub. L. 101–73, § 204(f)(2)(A), (B), in-
serted ‘‘or savings association’’ after ‘‘another bank’’,
and ‘‘or savings association’s’’ after ‘‘bank’s’’.

Subsec. (l)(5). Pub. L. 101–73, § 204(f)(2)(A), (C), inserted
‘‘or savings association’’ after ‘‘a bank’’, and
‘‘, Director of the Office of Thrift Supervision,’’ after
‘‘Comptroller of the Currency’’.

Subsec. (l)(5)(A). Pub. L. 101–73, § 204(f)(2)(A), (D), in-
serted ‘‘or savings association’’ after ‘‘a bank’’ and
after ‘‘such bank’’, and substituted ‘‘the Virgin Islands,
and the Northern Mariana Islands’’ for ‘‘and the Virgin
Islands’’.

Subsec. (m)(1). Pub. L. 101–73, § 204(f)(3)(A), sub-
stituted ‘‘deposits in the depository institution main-
tained’’ for ‘‘deposits in the bank maintained’’ and in-
serted reference to the Northern Mariana Islands.

Pub. L. 101–73, § 201(a), substituted ‘‘insured deposi-
tory institution’’ for ‘‘insured bank’’ wherever appear-
ing.

Subsec. (m)(2). Pub. L. 101–73, § 204(f)(3)(B), sub-
stituted ‘‘term’’ for ‘‘ther’’.

Subsec. (n). Pub. L. 101–73, § 201(a), substituted ‘‘in-
sured depository institution’’ for ‘‘insured bank’’ wher-
ever appearing.

Subsec. (p). Pub. L. 101–73, § 201(a), substituted ‘‘in-
sured depository institution’’ for ‘‘insured bank’’.

Subsec. (q). Pub. L. 101–73, § 204(f)(4), amended subsec.
(q) generally. Prior to amendment, subsec. (q) read as
follows: ‘‘The term ‘appropriate Federal banking agen-
cy’ shall mean—

‘‘(1) the Comptroller of the Currency in the case of
a national banking association, a District bank, or a
Federal branch or agency of a foreign bank;

‘‘(2) the Board of Governors of the Federal Reserve
System—

‘‘(A) in the case of a State member insured bank
(except a District bank),

‘‘(B) in the case of any branch or agency of a for-
eign bank with respect to any provision of the Fed-
eral Reserve Act which is made applicable under
the International Banking Act of 1978,

‘‘(C) in the case of any foreign bank which does
not operate an insured branch,

‘‘(D) in the case of any agency or commercial
lending company other than a Federal agency, and

‘‘(E) in the case of supervisory or regulatory pro-
ceedings arising from the authority given to the
Board of Governors under section 7(c)(1) of the
International Banking Act of 1978, including such
proceedings under the Financial Institutions Super-
visory Act,
‘‘(3) the Federal Deposit Insurance Corporation in

the case of a State nonmember insured Bank (except
a District bank) or a foreign bank having an insured
branch; and

‘‘(4) the Federal Home Loan Bank Board in the case
of an insured Federal savings bank.

Under the rule set forth in this subsection, more than
one agency may be an appropriate Federal banking
agency with respect to any given institution. For the
purposes of subsections (b) through (n) of section 1818 of
this title, the term ‘insured bank’ shall be deemed to
include any uninsured branch or agency of a foreign
bank or any commercial lending company owned or
controlled by a foreign bank.’’

Subsec. (t). Pub. L. 101–73, § 204(f)(5), amended subsec.
(t) generally, substituting provisions relating to defini-
tion and construction of ‘‘includes’’ and ‘‘including’’ for
provisions defining ‘‘insured Federal savings bank’’.

Subsecs. (u) to (x). Pub. L. 101–73, § 204(f)(6), added
subsecs. (u) to (x).

1987—Subsec. (g). Pub. L. 100–86, § 101(g)(1), amended
subsec. (g) generally. Prior to amendment, subsec. (g)
read as follows: ‘‘The term ‘savings bank’ means a bank
(other than a mutual savings bank) which transacts its
The term ‘new bank’ means a new national banking as-
sociation organized by the Corporation to assume the
insured deposits of an insured bank closed on account
of inability to meet the demands of its depositors and
otherwise to perform temporarily the functions pre-
scribed in this chapter.ordinary banking business
strictly as a savings bank under State laws imposing
special requirements on such banks governing the man-
ner of investing their funds and of conducting their
business: Provided, That the bank maintains, until ma-
turity date or until withdrawn, all deposits made with
it (other than funds held by it in a fiduciary capacity)
as time savings deposits of the specific term type or of
the type where the right is reserved to the bank to re-
quire written notice before permitting withdrawal: Pro-
vided further, That such bank to be considered a savings
bank must elect to become subject to regulations of the
Corporation with respect to the redeposit of maturing
deposits and prohibiting withdrawal of deposits by
checking except in cases where such withdrawal was
permitted by law on August 23, 1935, from specifically
designated deposit accounts totaling not more than 15
per centum of the bank’s total deposits.’’

Subsec. (i). Pub. L. 100–86, § 503(b), amended subsec. (i)
generally. Prior to amendment, subsec. (i) read as fol-
lows: ‘‘The term ‘new bank’ means a new national
banking association organized by the Corporation to
assume the insured deposits of an insured bank closed
on account of inability to meet the demands of its de-
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positors and otherwise to perform temporarily the
functions prescribed in this chapter.’’

1982—Subsec. (a). Pub. L. 97–320, § 703(a), inserted ‘‘in-
dustrial bank or similar financial institution which the
Board of Directors finds to be operating substantially
in the same manner as an industrial bank,’’ before ‘‘or
other banking institution’’.

Subsec. (l)(1). Pub. L. 97–320, § 703(b), inserted ‘‘thrift
certificate, investment certificate, certificate of in-
debtedness, or other similar name,’’ before ‘‘or a check
or draft drawn against a deposit account’’.

Subsec. (q)(4). Pub. L. 97–320, § 113(a), added par. (4).
Subsec. (t). Pub. L. 97–320, § 113(b), added subsec. (t).
1981—Subsec. (a). Pub. L. 97–110, § 103(a)(1), inserted

‘‘the Trust Territory of the Pacific Islands,’’ after
‘‘American Samoa,’’ wherever appearing.

Subsec. (l)(5). Pub. L. 97–110, § 102, reenacted without
change the provisions preceding subpar. (A), redesig-
nated remaining existing provisions as subpar. (A), in-
serted reference to banks located outside of the Trust
Territory of the Pacific Islands in subpar. (A) as thus
redesignated, and added subpar. (B).

Subsec. (m)(1). Pub. L. 97–110, § 103(a)(2), inserted ‘‘of
the Trust Territory of the Pacific Islands,’’ after
‘‘American Samoa,’’.

Subsec. (o). Pub. L. 97–110, § 103(a)(3), inserted ‘‘the
Trust Territory of the Pacific Islands,’’ after ‘‘Amer-
ican Samoa,’’ wherever appearing.

1980—Subsec. (m)(1). Pub. L. 96–221 substituted
‘‘$100,000’’ for ‘‘$40,000’’.

1978—Subsec. (h). Pub. L. 95–369, § 6(c)(2), inserted
‘‘(including a foreign bank having an insured branch)’’
after ‘‘The term ‘insured bank’ means any bank’’.

Subsec. (j). Pub. L. 95–369, § 6(c)(3), inserted ‘‘or of a
branch of a foreign bank’’ after ‘‘affairs of a bank’’.

Subsec. (m). Pub. L. 95–369, § 6(c)(4), designated exist-
ing provisions as par. (1), inserted ‘‘Subject to the pro-
visions of paragraph (2) of this subsection’’, and added
par. (2).

Subsec. (o). Pub. L. 95–630 inserted ‘‘domestic’’ before
‘‘branch’’ the first time it appeared, and inserted a defi-
nition of ‘‘foreign branch’’ at end.

Subsec. (q). Pub. L. 95–369, § 6(c)(5), inserted reference
to a Federal branch or agency of a foreign bank in par.
(1), designated existing provisions of par. (2) as par.
(2)(A) and added subpars. (B) to (E), inserted reference
to a foreign bank having an insured branch in par. (3),
and inserted closing provisions relating to the number
of agencies which may be an appropriate Federal bank-
ing agency, and defining ‘‘insured bank’’ for purposes of
section 1818(b) to (n) of this title.

Subsecs. (r), (s). Pub. L. 95–369, § 6(c)(6), added subsecs.
(r) and (s).

1974—Subsec. (m). Pub. L. 93–495 inserted ‘‘(other than
a depositor referred to in the third sentence of this sub-
section)’’ after ‘‘net amount due to any depositor’’, and
substituted ‘‘$40,000’’ for ‘‘$20,000’’.

1970—Pub. L. 91–609 inserted reference to American
Samoa in subsecs. (a), (d), (e), (l)(5), (m), and (o), respec-
tively.

1969—Subsec. (m). Pub. L. 91–151 substituted $20,000
for $15,000 in first sentence.

1966—Subsec. (m). Pub. L. 89–695, §§ 301(a), 303(a), sub-
stituted ‘‘$15,000’’ for ‘‘$10,000’’ in first sentence and in-
serted sentence which, for purpose of clarifying and de-
fining the insurance coverage under subsec. (m) of this
section and section 1817(i) of this title, authorized the
Corporation to define terms used in those provisions,
subsec. (p) of this section, and section 1821(a) and (i) of
this title and the extent of insurance coverage result-
ing therefrom, respectively.

Subsec. (q). Pub. L. 89–695, § 201, added subsec. (q).
1960—Subsec. (l). Pub. L. 86–671 amended subsec. (l)

generally, and among other changes, inserted in par. (1)
‘‘or held’’, ‘‘either conditionally or unconditionally’’,
‘‘or a check or draft drawn against a deposit account
and certified by the bank, or a letter of credit or a trav-
eler’s check on which the bank is primarily liable’’, and
inserted the proviso, added pars. (3) and (4), inserted
provisions in par. (5) requiring the Board of Directors

to consult with the Comptroller of the Currency and
the Board of Governors of the Federal Reserve System,
and struck out provisions which permitted mainland
banks to exclude from deposit insurance the deposits of
any of its branches in the Virgin Islands.

1956—Subsec. (a). Act Aug. 1, 1956, § 3(a), inserted
‘‘Guam,’’ after ‘‘Puerto Rico,’’ and substituted a
comma for the period and inserted ‘‘and the word
‘State’ means any State of the United States, the Dis-
trict of Columbia, any Territory of the United States,
Puerto Rico, Guam, or the Virgin Islands’’.

Subsecs. (d), (e). Act Aug. 1, 1956, § 3(b), inserted
‘‘Guam,’’ after ‘‘Puerto Rico,’’.

Subsec. (l). Act Aug. 1, 1956, § 3(c), inserted ‘‘Guam,’’
after ‘‘Puerto Rico,’’ in first proviso.

Subsec. (m). Act Aug. 1, 1956, § 3(d), inserted ‘‘of
Guam,’’ after ‘‘of Puerto Rico,’’.

Subsec. (o). Act Aug. 1, 1956, § 3(b), inserted ‘‘Guam,’’
after ‘‘Puerto Rico,’’.

1952—Subsec. (l). Act July 14, 1952, made it compul-
sory for banks having branches in Puerto Rico to in-
sure their deposits.

EFFECTIVE DATE OF 1996 AMENDMENT

Section 2614(b) of div. A of Pub. L. 104–208 provided
that: ‘‘The amendments made by subsection (a)
[amending this section] shall apply to any liability of
an insured depository that arises under an annuity con-
tract issued on or after the date of enactment of this
Act [Sept. 30, 1996].’’

Amendment by section 2704(d)(6)(A), (14)(A) of Pub. L.
104–208 effective Jan. 1, 1999, if no insured depository in-
stitution is a savings association on that date, see sec-
tion 2704(c) of Pub. L. 104–208, set out as a note under
section 1821 of this title.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, ex-
cept that where amendment is to any provision of law
added or amended by Pub. L. 102–242 effective after Dec.
19, 1992, then amendment by Pub. L. 102–550 effective on
effective date of amendment by Pub. L. 102–242, see sec-
tion 1609 of Pub. L. 102–550, set out as a note under sec-
tion 191 of this title.

EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by section 131(c)(3) of Pub. L. 102–242 ef-
fective 1 year after Dec. 19, 1991, see section 131(f) of
Pub. L. 102–242, set out as a note under section 1464 of
this title.

Amendment by section 311(b)(5)(A) of Pub. L. 102–242
not applicable to any time deposit which was made be-
fore Dec. 19, 1991, and matures after end of 2-year period
beginning Dec. 19, 1991, with rollovers and renewals
treated as new deposits, see section 311(c)(2) of Pub. L.
102–242, set out as a note under section 1821 of this title.

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96–221 effective Mar. 31, 1980,
see section 308(e) of Pub. L. 96–221, set out as a note
under section 1817 of this title.

APPLICABILITY OF 1980 AMENDMENT

Section 308(a)(2) of Pub. L. 96–221 provided that: ‘‘The
amendments made by this subsection [amending this
section and sections 1817 and 1821 of this title] are not
applicable to any claim arising out of the closing of a
bank prior to the effective date of this section [see sec-
tion 308(e) of Pub. L. 96–221, set out as a note under sec-
tion 1817 of this title].’’

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, see section 2101 of Pub.
L. 95–630, set out as an Effective Date note under sec-
tion 375b of this title.
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EFFECTIVE DATE OF 1974 AMENDMENT

Section 101(g) of Pub. L. 93–495 provided that: ‘‘This
section and the amendments made by it [amending this
section and sections 1464, 1724, 1728, 1757, 1787, 1817, and
1821 of this title] shall take effect on the thirtieth day
beginning after the date of enactment of this Act [Oct.
28, 1974].’’

Section 102(b), (c) of Pub. L. 93–495 provided that:
‘‘(b) The amendments made by this section [amend-

ing this section and sections 1817 and 1821 of this title]
are not applicable to any claim arising out of the clos-
ing of a bank prior to the effective date of this section.

‘‘(c) The amendments made by this section shall take
effect on the thirtieth day beginning after the date of
enactment of this Act [Oct. 28, 1974].’’

EFFECTIVE DATE OF 1969 AMENDMENT

Section 7(b) of Pub. L. 91–151 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and sections 1817 and 1821 of this title] are not ap-
plicable to any claim arising out of the closing of a
bank prior to the date of enactment of this Act [Dec.
23, 1969].’’

EFFECTIVE DATE OF 1966 AMENDMENT

Section 301(e) of Pub. L. 89–695 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and sections 1817 and 1821 of this title] shall not be
applicable to any claim arising out of the closing of a
bank where such closing is prior to the date of enact-
ment of this Act [Oct. 16, 1966].’’

EXPIRATION OF 1966 AMENDMENT

Pub. L. 91–609, title IX, § 908, Dec. 31, 1970, 84 Stat.
1811, repealed section 401 of Pub. L. 89–695 which had
provided that: ‘‘The provisions of titles I and II of this
Act [amending this section and sections 1464, 1730, 1817
to 1820 of this title, repealing section 77 of this title,
and enacting provisions set out as notes under this sec-
tion and sections 1464 and 1730 of this title] and any
provisions of law enacted by said titles shall be effec-
tive only during the period ending at the close of June
30, 1972. Effective upon the expiration of such period,
each provision of law amended by either of such titles
is further amended to read as it did immediately prior
to the enactment of this Act [Oct. 16, 1966] and each
provision of law repealed by either of such titles is re-
enacted’’.

EFFECTIVE DATE OF 1960 AMENDMENT

Amendment by Pub. L. 86–671 effective Jan. 1, 1961,
see section 7 of Pub. L. 86–671, set out as a note under
section 1817 of this title.

TERMINATION OF TRUST TERRITORY OF THE PACIFIC
ISLANDS

For termination of Trust Territory of the Pacific Is-
lands, see note set out preceding section 1681 of Title
48, Territories and Insular Possessions.

CONDITIONS GOVERNING EMPLOYMENT OF PERSONNEL
NOT REPEALED, MODIFIED, OR AFFECTED

Section 206 of title II of Pub. L. 89–695 provided that:
‘‘Nothing contained in this title [amending this section
and sections 1817 to 1820 of this title and repealing sec-
tion 77 of this title] shall be construed to repeal, mod-
ify, or affect the provisions of section 19 of the Federal
Deposit Insurance Act (12 U.S.C. 1829).’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 24, 24a, 30, 43,
93, 191, 248, 265, 347b, 371b–2, 375b, 461, 504, 505, 506, 1422,
1441, 1441a, 1462, 1462a, 1464, 1467, 1467a, 1715z–14, 1735f–7a,
1759, 1785, 1786, 1786a, 1790d, 1815, 1817, 1820a, 1828, 1828a,
1828b, 1831q, 1831r, 1831w, 1832, 1834, 1834a, 1834b, 1835,
1835a, 1841, 1842, 1843, 1847, 1861, 1953, 1972, 2013, 2122, 2245,
2278a–3, 2278b–4, 2802, 2804, 2902, 2903, 2906, 2907, 3101, 3102,
3103, 3104, 3105, 3108, 3110, 3350, 3413, 3902, 3909, 4009, 4204,

4224, 4309, 4421, 4702, 4713, 4742, 4801, 4805a, 4808, 4809, 4909
of this title; title 7 sections 1a, 6f, 27; title 10 sections
4357, 6975, 9356; title 11 sections 101, 109, 781; title 15 sec-
tions 57a, 77c, 78c, 78m, 78o, 78o–5, 78q, 80a–2, 80a–17,
80a–26, 80a–34, 80b–3, 80b–10a, 1607, 1679a, 1681s, 1691c,
1692l, 1693o, 6701, 6716, 6805, 6809, 6825; title 18 sections 20,
656, 1004, 1005, 1906, 2113; title 20 section 1085; title 22
section 5426; title 26 sections 42, 414; title 29 section
1134; title 31 sections 5312, 5318, 5318A, 5321, 5326; title 42
sections 669a, 5318a, 9601.

§ 1814. Insured depository institutions

(a) Continuation of insurance
(1) Banks

Each bank, which is an insured depository
institution on September 21, 1950, shall be and
continue to be, without application or ap-
proval, an insured depository institution and
shall be subject to the provisions of this chap-
ter.

(2) Savings associations
Each savings association the accounts of

which were insured by the Federal Savings and
Loan Insurance Corporation on the day before
August 9, 1989, shall be, without application or
approval, an insured depository institution.

(b) Continuation of insurance upon becoming a
member bank

In the case of an insured bank which is admit-
ted to membership in the Federal Reserve Sys-
tem or an insured State bank which is converted
into a national member bank, the bank shall
continue as an insured bank.

(c) Continuation of insurance after conversion
Subject to section 1815(d) of this title—

(1) any State depository institution which
results from the conversion of any insured
Federal depository institution; and

(2) any Federal depository institution which
results from the conversion of any insured
State depository institution,

shall continue as an insured depository institu-
tion.

(d) Continuation of insurance after merger or
consolidation

Any State depository institution or any Fed-
eral depository institution which results from
the merger or consolidation of insured deposi-
tory institutions, or from the merger or consoli-
dation of a noninsured depository institution
with an insured depository institution, shall
continue as an insured depository institution.

(Sept. 21, 1950, ch. 967, § 2[4], 64 Stat. 875; Pub. L.
97–320, title I, § 113(c), Oct. 15, 1982, 96 Stat. 1473;
Pub. L. 101–73, title II, §§ 201(a), 205, Aug. 9, 1989,
103 Stat. 187, 194; Pub. L. 102–242, title I, § 115(b),
Dec. 19, 1991, 105 Stat. 2249; Pub. L. 102–550, title
XVI, § 1603(b)(6), Oct. 28, 1992, 106 Stat. 4079.)

PRIOR PROVISIONS

Section is derived from subsec. (e) of former section
264 of this title. See Codification note set out under
section 1811 of this title.

AMENDMENTS

1992—Subsec. (b). Pub. L. 102–550 amended directory
language of Pub. L. 102–242, § 115(b). See 1991 Amend-
ment note below.



Page 943 TITLE 12—BANKS AND BANKING § 1815

1991—Subsec. (b). Pub. L. 102–242, § 115(b), as amended
by Pub. L. 102–550, § 1603(b)(6), amended subsec. (b) gen-
erally, substituting present provisions for provisions
which related to certification by other banking agen-
cies.

1989—Pub. L. 101–73, § 201(a), substituted references to
insured depository institutions for references to in-
sured banks wherever appearing.

Subsec. (a). Pub. L. 101–73, § 205(1), inserted heading,
designated existing provisions as par. (1), inserted par.
(1) heading, and substituted ‘‘Each bank’’ for ‘‘Every
bank’’, and added par. (2).

Subsec. (b). Pub. L. 101–73, § 205(2)(A), (B), inserted
after first sentence ‘‘Any application or notice for
membership or to commence or resume business shall
be promptly provided by the appropriate Federal bank-
ing agency to the Corporation and the Corporation
shall have a reasonable period of time to provide com-
ments on such application or notice. Any comments
submitted by the Corporation to the appropriate Fed-
eral banking agency shall be considered by such agen-
cy.’’ and struck out at end ‘‘A State bank, resulting
from the conversion of an insured national bank, shall
continue as an insured bank. A State bank, resulting
from the merger or consolidation of insured banks, or
from the merger or consolidation of a noninsured bank
or institution with an insured State bank, shall con-
tinue as an insured bank.’’

Pub. L. 101–73, § 205(2)(C), which directed the amend-
ment of subsec. (b) by substituting ‘‘(b) CERTIFICATION
BY OTHER BANKING AGENCIES.—Every national bank’’
for ‘‘(b) Every national bank’’ could not be executed lit-
erally because the original read ‘‘(b) Every national
member bank’’, but was executed by inserting the head-
ing without changing the text to reflect the probable
intent of Congress.

Subsec. (c). Pub. L. 101–73, § 205(3), amended subsec.
(c) generally. Prior to amendment, subsec. (c) read as
follows: ‘‘Every Federal savings bank which is char-
tered pursuant to section 1464(o) of this title, and which
is engaged in the business of receiving deposits other
than trust funds, shall be an insured bank from the
time it is authorized to commence business, until such
time as its accounts are insured by the Federal Savings
and Loan Insurance Corporation.’’

Subsec. (d). Pub. L. 101–73, § 205(3), added subsec. (d).
1982—Subsec. (c). Pub. L. 97–320 added subsec. (c).

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–558 deemed to have be-
come effective Mar. 1, 1992, see section 304 of Pub. L.
102–558, set out as a note under section 2062 of Title 50,
Appendix, War and National Defense.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1815, 1816, 1817,
1818 of this title.

§ 1815. Deposit insurance

(a) Application to Corporation required
(1) In general

Except as provided in paragraphs (2) and (3),
any depository institution which is engaged in
the business of receiving deposits other than
trust funds (as defined in section 1813(p) of this
title), upon application to and examination by
the Corporation and approval by the Board of
Directors, may become an insured depository
institution.

(2) Interim depository institutions
In the case of any interim Federal deposi-

tory institution that is chartered by the ap-
propriate Federal banking agency and will not
open for business, the depository institution
shall be an insured depository institution upon

the issuance of the institution’s charter by the
agency.
(3) Application and approval not required in

cases of continued insurance
Paragraph (1) shall not apply in the case of

any depository institution whose insured
status is continued pursuant to section 1814 of
this title.
(4) Review requirements

In reviewing any application under this sub-
section, the Board of Directors shall consider
the factors described in section 1816 of this
title in determining whether to approve the
application for insurance.
(5) Notice of denial of application for insur-

ance
If the Board of Directors votes to deny any

application for insurance by any depository
institution, the Board of Directors shall
promptly notify the appropriate Federal bank-
ing agency and, in the case of any State depos-
itory institution, the appropriate State bank-
ing supervisor of the denial of such applica-
tion, giving specific reasons in writing for the
Board of Directors’ determination with ref-
erence to the factors described in section 1816
of this title.
(6) Nondelegation requirement

The authority of the Board of Directors to
make any determination to deny any applica-
tion under this subsection may not be dele-
gated by the Board of Directors.

(b) Foreign branch nonmember banks; matters
considered

Subject to the provisions of this chapter and
to such terms and conditions as the Board of Di-
rectors may impose, any branch of a foreign
bank, upon application by the bank to the Cor-
poration, and examination by the Corporation of
the branch, and approval by the Board of Direc-
tors, may become an insured branch. Before ap-
proving any such application, the Board of Di-
rectors shall give consideration to—

(1) the financial history and condition of the
bank,

(2) the adequacy of its capital structure,
(3) its future earnings prospects,
(4) the general character and fitness of its

management, including but not limited to the
management of the branch proposed to be in-
sured,

(5) the risk presented to the Bank Insurance
Fund or the Savings Association Insurance
Fund,

(6) the convenience and needs of the commu-
nity to be served by the branch,

(7) whether or not its corporate powers, inso-
far as they will be exercised through the pro-
posed insured branch, are consistent with the
purposes of this chapter, and

(8) the probable adequacy and reliability of
information supplied and to be supplied by the
bank to the Corporation to enable it to carry
out its functions under this chapter.

(c) Protection to deposit insurance fund; surety
bond, pledge of assets, etc.; injunction

(1) Before any branch of a foreign bank be-
comes an insured branch, the bank shall deliver
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to the Corporation or as the Corporation may di-
rect a surety bond, a pledge of assets, or both, in
such amounts and of such types as the Corpora-
tion may require or approve, for the purpose set
forth in paragraph (4) of this subsection.

(2) After any branch of a foreign bank becomes
an insured branch, the bank shall maintain on
deposit with the Corporation, or as the Corpora-
tion may direct, surety bonds or assets or both,
in such amounts and of such types as shall be
determined from time to time in accordance
with such regulations as the Board of Directors
may prescribe. Such regulations may impose dif-
fering requirements on the basis of any factors
which in the judgment of the Board of Directors
are reasonably related to the purpose set forth
in paragraph (4).

(3) The Corporation may require of any given
bank larger deposits of bonds and assets than re-
quired under paragraph (2) of this subsection if,
in the judgment of the Corporation, the situa-
tion of that bank or any branch thereof is or be-
comes such that the deposits of bonds and assets
otherwise required under this section would not
adequately fulfill the purpose set forth in para-
graph (4). The imposition of any such additional
requirements may be without notice or oppor-
tunity for hearing, but the Corporation shall af-
ford an opportunity to any such bank to apply
for a reduction or removal of any such addi-
tional requirements so imposed.

(4) The purpose of the surety bonds and
pledges of assets required under this subsection
is to provide protection to the deposit insurance
fund against the risks entailed in insuring the
domestic deposits of a foreign bank whose ac-
tivities, assets, and personnel are in large part
outside the jurisdiction of the United States. In
the implementation of its authority under this
subsection, however, the Corporation shall en-
deavor to avoid imposing requirements on such
banks which would unnecessarily place them at
a competitive disadvantage in relation to do-
mestically incorporated banks.

(5) In the case of any failure or threatened
failure of a foreign bank to comply with any re-
quirement imposed under this subsection (c), the
Corporation, in addition to all other administra-
tive and judicial remedies, may apply to any
United States district court, or United States
court of any territory, within the jurisdiction of
which any branch of the bank is located, for an
injunction to compel such bank and any officer,
employee, or agent thereof, or any other person
having custody or control of any of its assets, to
deliver to the Corporation such assets as may be
necessary to meet such requirement, and to
take any other action necessary to vest the Cor-
poration with control of assets so delivered. If
the court shall determine that there has been
any such failure or threatened failure to comply
with any such requirement, it shall be the duty
of the court to issue such injunction. The propri-
ety of the requirement may be litigated only as
provided in chapter 7 of title 5, and may not be
made an issue in an action for an injunction
under this paragraph.

(d) Insurance fees
(1) Uninsured institutions

(A) In general
Any institution that becomes insured by

the Corporation, and any noninsured branch
that becomes insured by the Corporation,
shall pay the Corporation any fee which the
Corporation may by regulation prescribe,
after giving due consideration to the need to
establish and maintain reserve ratios in the
Bank Insurance Fund and the Savings Asso-
ciation Insurance Fund as required by sec-
tion 1817 of this title.
(B) Fee credited to appropriate fund

The fee paid by the depository institution
shall be credited to the Bank Insurance
Fund if the depository institution becomes a
Bank Insurance Fund member, and to the
Savings Association Insurance Fund if the
depository institution becomes a Savings
Association Insurance Fund member.
(C) Exception for certain depository institu-

tions
Any depository institution that becomes

an insured depository institution by oper-
ation of section 1814(a) of this title shall not
pay any fee.

(2) Conversions
(A) In general

(i) Prior approval required
No insured depository institution may

participate in a conversion transaction
without the prior approval of the Corpora-
tion.
(ii) 5-year moratorium on conversions

Except as provided in subparagraph (C),
the Corporation may not approve any con-
version transaction before the later of the
end of the 5-year period beginning on Au-
gust 9, 1989, or the date on which the Sav-
ings Association Insurance Fund first
meets or exceeds the designated reserve
ratio for such fund.

(B) ��Conversion transaction�� defined
For purposes of this paragraph, the term

‘‘conversion transaction’’ means—
(i) the change of status of an insured de-

pository institution from a Bank Insur-
ance Fund member to a Savings Associa-
tion Insurance Fund member or from a
Savings Association Insurance Fund mem-
ber to a Bank Insurance Fund member;

(ii) the merger or consolidation of a
Bank Insurance Fund member with a Sav-
ings Association Insurance Fund member;

(iii) the assumption of any liability by—
(I) any Bank Insurance Fund member

to pay any deposits of a Savings Associa-
tion Insurance Fund member; or

(II) any Savings Association Insurance
Fund member to pay any deposits of a
Bank Insurance Fund member;

(iv) the transfer of assets of—
(I) any Bank Insurance Fund member

to any Savings Association Insurance
Fund member in consideration of the as-
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sumption of liabilities for any portion of
the deposits of such Bank Insurance
Fund member; or

(II) any Savings Association Insurance
Fund member to any Bank Insurance
Fund member in consideration of the as-
sumption of liabilities for any portion of
the deposits of such Savings Association
Insurance Fund member; and

(v) the transfer of deposits—
(I) from a Bank Insurance Fund mem-

ber to a Savings Association Insurance
Fund member; or

(II) from a Savings Association Insur-
ance Fund member to a Bank Insurance
Fund member;

in a transaction in which the deposit is re-
ceived from a depositor at an insured de-
pository institution for which a receiver
has been appointed and the receiving in-
sured depository institution is acting as
agent for the Corporation in connection
with the payment of such deposit to the
depositor at the institution for which a re-
ceiver has been appointed.

(C) Approval during moratorium
The Corporation may approve a conversion

transaction at any time if—
(i) the conversion transaction affects an

insubstantial portion, as determined by
the Corporation, of the total deposits of
each depository institution participating
in the conversion transaction;

(ii) the conversion occurs in connection
with the acquisition of a Savings Associa-
tion Insurance Fund member in default or
in danger of default, and the Corporation
determines that the estimated financial
benefits to the Savings Association Insur-
ance Fund or Resolution Trust Corpora-
tion equal or exceed the Corporation’s es-
timate of loss of assessment income to
such insurance fund over the remaining
balance of the moratorium period estab-
lished by subparagraph (A), and the Reso-
lution Trust Corporation concurs in the
Corporation’s determination; or

(iii) the conversion occurs in connection
with the acquisition of a Bank Insurance
Fund member in default or in danger of de-
fault and the Corporation determines that
the estimated financial benefits to the
Bank Insurance Fund equal or exceed the
Corporation’s estimate of the loss of as-
sessment income to the insurance fund
over the remaining balance of the morato-
rium period established by subparagraph
(A).

(D) Certain transfers deemed to affect insub-
stantial portion of total deposits

For purposes of subparagraph (C)(i), any
conversion transaction shall be deemed to
affect an insubstantial portion of the total
deposits of an insured depository institution,
to the extent the aggregate amount of the
total deposits transferred in such trans-
action and in all conversion transactions oc-
curring after August 9, 1989, does not exceed
35 percent of the lesser of—

(i) the amount which is equal to the sum
of—

(I) the total deposits of such insured
depository institution on May 1, 1989;
and

(II) the total amount of net interest
credited to the depository institution’s
deposits during the period beginning on
May 1, 1989, and ending on the date of
the transfer of deposits in connection
with such transaction; or

(ii) the amount which is equal to the
total deposits of such insured depository
institution on the date of the transfer of
deposits in connection with such trans-
action.

(E) Exit and entrance fees
Each insured depository institution par-

ticipating in a conversion transaction shall
pay—

(i) in the case of a conversion trans-
action in which the resulting or acquiring
depository institution is not a Savings As-
sociation Insurance Fund member, an exit
fee (in an amount to be determined and as-
sessed in accordance with subparagraph
(F)) which—

(I) shall be deposited in the Savings
Association Insurance Fund; or

(II) shall be paid to the Financing Cor-
poration, if the Secretary of the Treas-
ury determines that the Financing Cor-
poration has exhausted all other sources
of funding for interest payments on the
obligations of the Financing Corporation
and orders that such fees be paid to the
Financing Corporation;

(ii) in the case of a conversion trans-
action in which the resulting or acquiring
depository institution is not a Bank Insur-
ance Fund member, an exit fee in an
amount to be determined by the Corpora-
tion (and assessed in accordance with sub-
paragraph (F)(ii)) which shall be deposited
in the Bank Insurance Fund; and

(iii) an entrance fee in an amount to be
determined by the Corporation (and as-
sessed in accordance with subparagraph
(F)(ii)), except that—

(I) in the case of a conversion trans-
action in which the resulting or acquir-
ing depository institution is a Bank In-
surance Fund member, the fee shall be
the approximate amount which the Cor-
poration calculates as necessary to pre-
vent dilution of the Bank Insurance
Fund, and shall be paid to the Bank In-
surance Fund; and

(II) in the case of a conversion trans-
action in which the resulting or acquir-
ing depository institution is a Savings
Association Insurance Fund member, the
fee shall be the approximate amount
which the Corporation calculates as nec-
essary to prevent dilution of the Savings
Association Insurance Fund, and shall be
paid to the Savings Association Insur-
ance Fund.
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(F) Assessment of exit and entrance fees

(i) Determination of amount of exit fees

(I) Conversions before January 1, 1997
In the case of any exit fee assessed

under subparagraph (E)(i) for any con-
version transaction consummated before
January 1, 1997, the amount of such fee
shall be determined jointly by the Cor-
poration and the Secretary of the Treas-
ury.

(II) Assessments after December 31, 1996
In the case of any exit fee assessed

under subparagraph (E)(i) for any con-
version transaction consummated after
December 31, 1996, the amount of such
fee shall be determined by the Corpora-
tion.

(ii) Procedures
The Corporation shall prescribe, by regu-

lation, procedures for assessing any exit or
entrance fee under subparagraph (E).

(G) Charter conversion of SAIF members
This subsection shall not be construed as

prohibiting any savings association which is
a Savings Association Insurance Fund mem-
ber from converting to a bank charter dur-
ing the period described in subparagraph
(A)(ii) if the resulting bank remains a Sav-
ings Association Insurance Fund member.

(3) Optional conversions subject to special
rules on deposit insurance payments

(A) Conversions allowed
Notwithstanding paragraph (2)(A), and

subject to the requirements of this para-
graph, any insured depository institution
may participate in a transaction described
in clause (ii), (iii), or (iv) of paragraph (2)(B)
if the transaction is approved by the respon-
sible agency under section 1828(c)(2) of this
title.

(B) Assessments on deposits attributable to
former depository institution

(i) Assessments by SAIF
In the case of any acquiring, assuming,

or resulting depository institution which
is a Bank Insurance Fund member, that
portion of the deposits of such member for
any semiannual period which is equal to
the adjusted attributable deposit amount
(determined under subparagraph (C) with
respect to the transaction) shall be treated
as deposits which are insured by the Sav-
ings Association Insurance Fund.

(ii) Assessments by BIF
In the case of any acquiring, assuming,

or resulting depository institution which
is a Savings Association Insurance Fund
member, that portion of the deposits of
such member for any semiannual period
which is equal to the adjusted attributable
deposit amount (determined under sub-
paragraph (C) with respect to the trans-
action) shall be treated as deposits which
are insured by the Bank Insurance Fund.

(C) Determination of adjusted attributable
deposit amount

Except as provided in subparagraph (K),
the adjusted attributable deposit amount
which shall be taken into account for pur-
poses of determining the amount of the as-
sessment under subparagraph (B) for any
semiannual period by any acquiring, assum-
ing, or resulting depository institution in
connection with a transaction under sub-
paragraph (A) is the amount which is equal
to the sum of—

(i) the amount of any deposits acquired
by the institution in connection with the
transaction (as determined at the time of
such transaction);

(ii) the total of the amounts determined
under clause (iii) for semiannual periods
preceding the semiannual period for which
the determination is being made under
this subparagraph; and

(iii) the amount by which the sum of the
amounts described in clauses (i) and (ii)
would have increased during the preceding
semiannual period (other than any semi-
annual period beginning before the date of
such transaction) if such increase occurred
at a rate equal to the annual rate of
growth of deposits of the acquiring, assum-
ing, or resulting depository institution
minus the amount of any deposits acquired
through the acquisition, in whole or in
part, of another insured depository institu-
tion.

(D) Deposit of assessment
That portion of any assessment under sec-

tion 1817 of this title which—
(i) is determined in accordance with sub-

paragraph (B)(i) shall be deposited in the
Savings Association Insurance Fund; and

(ii) is determined in accordance with
subparagraph (B)(ii) shall be deposited in
the Bank Insurance Fund.

(E) Conditions for approval, generally
(i) Information required

An application to engage in any trans-
action under this paragraph shall contain
such information relating to the factors to
be considered for approval as the respon-
sible agency may require, by regulation or
by specific request, in connection with any
particular application.
(ii) No transfer of deposit insurance per-

mitted
This paragraph shall not be construed as

authorizing transactions which result in
the transfer of any insured depository in-
stitution’s Federal deposit insurance from
1 Federal deposit insurance fund to the
other Federal deposit insurance fund.
(iii) Capital requirements

A transaction described in this para-
graph shall not be approved under section
1828(c)(2) of this title unless the acquiring,
assuming, or resulting depository institu-
tion will meet all applicable capital re-
quirements upon consummation of the
transaction.
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(F) Certain interstate transactions
A Bank Insurance Fund member which is a

subsidiary of a bank holding company may
not be the acquiring, assuming, or resulting
depository institution in a transaction under
subparagraph (A) unless the transaction
would comply with the requirements of sec-
tion 1842(d) of this title if, at the time of
such transaction, the Savings Association
Insurance Fund member involved in such
transaction was a State bank that the bank
holding company was applying to acquire.

(G) Allocation of costs in event of default
If any acquiring, assuming, or resulting

depository institution is in default or danger
of default at any time before this paragraph
ceases to apply, any loss incurred by the
Corporation shall be allocated between the
Bank Insurance Fund and the Savings Asso-
ciation Insurance Fund, in amounts reflect-
ing the amount of insured deposits of such
acquiring, assuming, or resulting depository
institution assessed by the Bank Insurance
Fund and the Savings Association Insurance
Fund, respectively, under subparagraph (B).

(H) Subsequent approval of conversion trans-
action

This paragraph shall cease to apply if—
(i) after the end of the moratorium pe-

riod established by paragraph (2)(A), the
Corporation approves an application by
any acquiring, assuming, or resulting de-
pository institution to treat the trans-
action described in subparagraph (A) as a
conversion transaction; and

(ii) the acquiring, assuming, or resulting
depository institution pays the amount of
any exit and entrance fee assessed by the
Corporation under subparagraph (E) of
paragraph (2) with respect to such trans-
action.

(I) ��Acquiring, assuming, or resulting deposi-
tory institution�� defined

For purposes of this paragraph, the term
‘‘acquiring, assuming, or resulting deposi-
tory institution’’ means any insured deposi-
tory institution which—

(i) results from any transaction de-
scribed in paragraph (2)(B)(ii) and ap-
proved under this paragraph;

(ii) in connection with a transaction de-
scribed in paragraph (2)(B)(iii) and ap-
proved under this paragraph, assumes any
liability to pay deposits of another insured
depository institution; or

(iii) in connection with a transaction de-
scribed in paragraph (2)(B)(iv) and ap-
proved under this paragraph, acquires as-
sets from any insured depository institu-
tion in consideration of the assumption of
liability for any deposits of such institu-
tion.

(J) Redesignated (I)

(K) Adjustment of adjusted attributable de-
posit amount

The amount determined under subpara-
graph (C)(i) for deposits acquired by March

31, 1995, shall be reduced by 20 percent for
purposes of computing the adjusted attrib-
utable deposit amount for the payment of
any assessment for any semiannual period
that begins after September 30, 1996 (other
than the special assessment imposed under
section 2702(a) of such Act), for a Bank In-
surance Fund member bank that, as of June
30, 1995—

(i) had an adjusted attributable deposit
amount that was less than 50 percent of
the total deposits of that member bank; or

(ii)(I) had an adjusted attributable de-
posit amount equal to less than 75 percent
of the total assessable deposits of that
member bank;

(II) had total assessable deposits greater
than $5,000,000,000; and

(III) was owned or controlled by a bank
holding company that owned or controlled
insured depository institutions having an
aggregate amount of deposits insured or
treated as insured by the Bank Insurance
Fund greater than the aggregate amount
of deposits insured or treated as insured by
the Savings Association Insurance Fund.

(e) Liability of commonly controlled depository
institutions

(1) In general
(A) Liability established

Any insured depository institution shall be
liable for any loss incurred by the Corpora-
tion, or any loss which the Corporation rea-
sonably anticipates incurring, after August
9, 1989, in connection with—

(i) the default of a commonly controlled
insured depository institution; or

(ii) any assistance provided by the Cor-
poration to any commonly controlled in-
sured depository institution in danger of
default.

(B) Payment upon notice
An insured depository institution shall

pay the amount of any liability to the Cor-
poration under subparagraph (A) upon re-
ceipt of written notice by the Corporation in
accordance with this subsection.

(C) Notice required to be provided within 2
years of loss

No insured depository institution shall be
liable to the Corporation under subpara-
graph (A) if written notice with respect to
such liability is not received by such institu-
tion before the end of the 2-year period be-
ginning on the date the Corporation incurred
the loss.

(2) Amount of compensation; procedures
(A) Use of estimates

When an insured depository institution is
in default or requires assistance to prevent
default, the Corporation shall—

(i) in good faith, estimate the amount of
the loss the Corporation will incur from
such default or assistance;

(ii) if, with respect to such insured de-
pository institution, there is more than 1
commonly controlled insured depository
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institution, estimate the amount of each
such commonly controlled depository in-
stitution’s share of such liability; and

(iii) advise each commonly controlled
depository institution of the Corporation’s
estimate of the amount of such institu-
tion’s liability for such losses.

(B) Procedures; immediate payment
The Corporation, after consultation with

the appropriate Federal banking agency and
the appropriate State chartering agency,
shall—

(i) on a case-by-case basis, establish the
procedures and schedule under which any
insured depository institution shall reim-
burse the Corporation for such institu-
tion’s liability under paragraph (1) in con-
nection with any commonly controlled in-
sured depository institution; or

(ii) require any insured depository insti-
tution to make immediate payment of the
amount of such institution’s liability
under paragraph (1) in connection with any
commonly controlled insured depository
institution.

(C) Priority
The liability of any insured depository in-

stitution under this subsection shall have
priority with respect to other obligations
and liabilities as follows:

(i) Superiority
The liability shall be superior to the fol-

lowing obligations and liabilities of the de-
pository institution:

(I) Any obligation to shareholders aris-
ing as a result of their status as share-
holders (including any depository insti-
tution holding company or any share-
holder or creditor of such company).

(II) Any obligation or liability owed to
any affiliate of the depository institu-
tion (including any other insured deposi-
tory institution), other than any secured
obligation which was secured as of May
1, 1989.

(ii) Subordination
The liability shall be subordinate in

right and payment to the following obliga-
tions and liabilities of the depository in-
stitution:

(I) Any deposit liability (which is not a
liability described in clause (i)(II)).

(II) Any secured obligation, other than
any obligation owed to any affiliate of
the depository institution (including any
other insured depository institution)
which was secured after May 1, 1989.

(III) Any other general or senior liabil-
ity (which is not a liability described in
clause (i)).

(IV) Any obligation subordinated to de-
positors or other general creditors
(which is not an obligation described in
clause (i)).

(D) Adjustment of estimated payment
(i) Overpayment

If the amount of compensation esti-
mated by and paid to the Corporation by 1

or more such commonly controlled deposi-
tory institutions is greater than the actual
loss incurred by the Corporation, the Cor-
poration shall reimburse each such com-
monly controlled depository institution
its pro rata share of any overpayment.

(ii) Underpayment
If the amount of compensation esti-

mated by and paid to the Corporation by 1
or more such commonly controlled deposi-
tory institutions is less than the actual
loss incurred by the Corporation, the Cor-
poration shall redetermine in its discre-
tion the liability of each such commonly
controlled depository institution to the
Corporation and shall require each such
commonly controlled depository institu-
tion to make payment of any additional li-
ability to the Corporation.

(3) Review
(A) Judicial

Actions of the Corporation shall be review-
able pursuant to chapter 7 of title 5.

(B) Administrative
The Corporation shall prescribe regula-

tions and establish administrative proce-
dures which provide for a hearing on the
record for the review of—

(i) the amount of any loss incurred by
the Corporation in connection with any in-
sured depository institution;

(ii) the liability of individual commonly
controlled depository institutions for the
amount of such loss; and

(iii) the schedule of payments to be made
by such commonly controlled depository
institutions.

(4) Limitation on rights of private parties
To the extent the exercise of any right or

power of any person would impair the ability
of any insured depository institution to per-
form such institution’s obligations under this
subsection—

(A) the obligations of such insured deposi-
tory institution shall supersede such right
or power; and

(B) no court may give effect to such right
or power with respect to such insured deposi-
tory institution.

(5) Waiver authority
(A) In general

The Corporation, in its discretion, may ex-
empt any insured depository institution
from the provisions of this subsection if the
Corporation determines that such exemption
is in the best interests of the Bank Insur-
ance Fund or the Savings Association Insur-
ance Fund.

(B) Condition
During the period any exemption granted

to any insured depository institution under
subparagraph (A) or (C) is in effect, such in-
sured depository institution and all other in-
sured depository institution affiliates of
such depository institution shall comply
fully with the restrictions of sections 371c
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and 371c–1 of this title without regard to sec-
tion 371c(d)(1) of this title.
(C) Limited partnerships

(i) In general
The Corporation may, in its discretion,

exempt any limited partnership and any
affiliate of any limited partnership (other
than any insured depository institution
which is a majority owned subsidiary of
such partnership) from the provisions of
this subsection if such limited partnership
or affiliate has filed a registration state-
ment with the Securities and Exchange
Commission on or before April 10, 1989, in-
dicating that as of the date of such filing
such partnership intended to acquire 1 or
more insured depository institutions.
(ii) Review and notice

Within 10 business days after the date of
submission of any request for an exemp-
tion under this subparagraph together
with such information as shall be reason-
ably requested by the Corporation, the
Corporation shall make a determination
on the request and shall so advise the ap-
plicant.

(6) 5-year transition rule
During the 5-year period beginning on Au-

gust 9, 1989—
(A) no Savings Association Insurance Fund

member shall have any liability to the Cor-
poration under this subsection arising out of
assistance provided by the Corporation or
any loss incurred by the Corporation as a re-
sult of the default of a Bank Insurance Fund
member which was acquired by such Savings
Association Insurance Fund member or any
affiliate of such member before August 9,
1989; and

(B) no Bank Insurance Fund member shall
have such liability with respect to assist-
ance provided by or loss incurred by the Cor-
poration as a result of the default of a Sav-
ings Association Insurance Fund member
which was acquired by such Bank Insurance
Fund member or any affiliate of such mem-
ber before August 9, 1989.

(7) Exclusion for institutions acquired in debt
collections

Any depository institution shall not be
treated as commonly controlled, for purposes
of this subsection, during the 5-year period be-
ginning on the date of an acquisition described
in subparagraph (A) or such longer period as
the Corporation may determine after written
application by the acquirer, if—

(A) 1 depository institution controls an-
other by virtue of ownership of voting shares
acquired in securing or collecting a debt pre-
viously contracted in good faith; and

(B) during the period beginning on August
9, 1989, and ending upon the expiration of the
exclusion, the controlling bank and all other
insured depository institution affiliates of
such controlling bank comply fully with the
restrictions of sections 371c and 371c–1 of
this title, without regard to section
371c(d)(1) of this title, in transactions with
the acquired insured depository institution.

(8) Exception for certain FSLIC assisted insti-
tutions

No depository institution shall have any li-
ability to the Corporation under this sub-
section as the result of the default of, or as-
sistance provided with respect to, an insured
depository institution which is an affiliate of
such depository institution if—

(A) such affiliate was receiving cash pay-
ments from the Federal Savings and Loan
Insurance Corporation under an assistance
agreement or note entered into before Au-
gust 9, 1989;

(B) the Federal Savings and Loan Insur-
ance Corporation, or such other entity which
has succeeded to the payment obligations of
such Corporation with respect to such assist-
ance agreement or note, is unable to con-
tinue such payments; and

(C) such affiliate—
(i) is in default or in need of assistance

solely as a result of the failure to meet the
payment obligations referred to in sub-
paragraph (B); and

(ii) is not otherwise in breach of the
terms of any assistance agreement or note
which would authorize the Federal Savings
and Loan Insurance Corporation or such
other successor entity, pursuant to the
terms of such assistance agreement or
note, to refuse to make such payments.

(9) Commonly controlled defined
For purposes of this subsection, depository

institutions are commonly controlled if—
(A) such institutions are controlled by the

same depository institution holding com-
pany (including any company required to
file reports pursuant to section 1843(f)(6) of
this title); or

(B) 1 depository institution is controlled
by another depository institution.

(Sept. 21, 1950, ch. 967, § 2[5], 64 Stat. 876; Pub. L.
95–369, § 6(c)(7), Sept. 17, 1978, 92 Stat. 616; Pub. L.
97–320, title VII, § 703(c), Oct. 15, 1982, 96 Stat.
1539; Pub. L. 101–73, title II, §§ 201(a), 206(a), Aug.
9, 1989, 103 Stat. 187, 195; Pub. L. 102–242, title I,
§ 115(a), title III, § 302(e)(1), (2), title V, § 501(a),
Dec. 19, 1991, 105 Stat. 2249, 2349, 2388; Pub. L.
102–550, title XVI, §§ 1605(a)(5)(B), 1607(a), Oct. 28,
1992, 106 Stat. 4085, 4089; Pub. L. 102–558, title III,
§§ 303(b)(6)(B), 305, Oct. 28, 1992, 106 Stat. 4225,
4226; Pub. L. 103–204, § 9, Dec. 17, 1993, 107 Stat.
2388; Pub. L. 103–325, title III, § 319(b), title VI,
§ 602(a)(2), (3), Sept. 23, 1994, 108 Stat. 2225, 2288;
Pub. L. 104–208, div. A, title II, §§ 2201(a), 2702(i),
2704(d)(14)(B)–(E), Sept. 30, 1996, 110 Stat.
3009–403, 3009–483, 3009–491.)

REFERENCES IN TEXT

Section 2702(a) of the Deposit Insurance Funds Act of
1996, referred to in subsec. (d)(3)(K), is section 2702(a) of
Pub. L. 104–208, which is set out as a note under section
1817 of this title.

PRIOR PROVISIONS

Section is derived from subsec. (f)(2) of former section
264 of this title. See Codification note set out under
section 1811 of this title.

AMENDMENTS

1996—Subsec. (b)(5). Pub. L. 104–208, § 2704(d)(14)(B),
which directed substitution of ‘‘Deposit Insurance
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Fund,’’ for ‘‘the Bank Insurance Fund or the Savings
Association Insurance Fund;’’, was not executed. See
Effective Date of 1996 Amendment note below.

Subsec. (d). Pub. L. 104–208, § 2704(d)(14)(C) and (D),
which directed the amendment of subsec. (d) by strik-
ing out par. (1) designation and heading, redesignating
subpar. (A) of par. (1) as par. (1), realigning margin, and
substituting ‘‘the reserve ratio of the Deposit Insur-
ance Fund’’ for ‘‘reserve ratios in the Bank Insurance
Fund and the Savings Association Insurance Fund’’,
striking out subpar. (B) of par. (1) and pars. (2) and (3)
and adding new par. (2), and redesignating subpar. (C)
of par. (1) as par. (3) and realigning margin, was not ex-
ecuted. See Effective Date of 1996 Amendment note
below.

Subsec. (d)(3)(A). Pub. L. 104–208, § 2201(a)(1), sub-
stituted ‘‘if the transaction is approved by’’ for ‘‘with
the prior written approval of’’.

Subsec. (d)(3)(C). Pub. L. 104–208, § 2702(i)(1), sub-
stituted ‘‘Except as provided in subparagraph (K), the
adjusted attributable deposit amount’’ for ‘‘The ad-
justed attributable deposit amount’’ in introductory
provisions.

Subsec. (d)(3)(E). Pub. L. 104–208, § 2201(a)(2), added cl.
(iii), redesignated former cls. (ii) and (iii) as (i) and (ii),
respectively, and struck out former cls. (i) and (iv),
which directed review of any application under the pro-
cedures and factors set forth in section 1828(c) of this
title and disapproval of any application unless deposi-
tory institution met all applicable capital require-
ments, respectively.

Subsec. (d)(3)(G) to (J). Pub. L. 104–208, § 2201(a)(3), (4),
redesignated subpars. (H) to (J) as (G) to (I), respec-
tively and struck out former subpar. (G) which related
to expedited approval of acquisitions.

Subsec. (d)(3)(K). Pub. L. 104–208, § 2702(i)(2), added
subpar. (K).

Subsec. (e)(5)(A). Pub. L. 104–208, § 2704(d)(14)(E)(i),
which directed substitution of ‘‘Deposit Insurance
Fund’’ for ‘‘Bank Insurance Fund or the Savings Asso-
ciation Insurance Fund’’, was not executed. See Effec-
tive Date of 1996 Amendment note below.

Subsec. (e)(6) to (9). Pub. L. 104–208, § 2704(d)(14)(E)(ii),
(iii), which directed striking out par. (6) and redesig-
nating pars. (7) to (9) as (6) to (8), respectively, was not
executed. See Effective Date of 1996 Amendment note
below.

1994—Subsec. (b)(5). Pub. L. 103–325, § 602(a)(2), sub-
stituted comma for semicolon at end.

Subsec. (d)(3)(A). Pub. L. 103–325, § 319(b)(1), redesig-
nated cl. (i) formerly entitled ‘‘In general’’ as subpar.
(A), inserted comma after ‘‘Notwithstanding paragraph
(2)(A)’’, and struck out heading and text of cl. (ii). Text
read as follows: ‘‘If, in connection with any transaction
referred to in clause (i), the acquiring, assuming, or re-
sulting depository institution is a Bank Insurance
Fund member which is a subsidiary of a bank holding
company, the prior written approval of the Board shall
be required for such transaction in addition to the ap-
proval of any agency referred to in clause (i).’’

Subsec. (d)(3)(E)(i). Pub. L. 103–325, § 319(b)(2)(A),
struck out ‘‘(and, in the event the acquiring, assuming,
or resulting depository institution is a Bank Insurance
Fund member which is a subsidiary of a bank holding
company, the Board)’’ after ‘‘responsible agency’’.

Subsec. (d)(3)(E)(ii). Pub. L. 103–325, § 319(b)(2)(B),
struck out ‘‘or Board’’ after ‘‘responsible agency’’.

Subsec. (d)(3)(E)(iv). Pub. L. 103–325, § 319(b)(2)(C),
struck out ‘‘, and the appropriate Federal banking
agency for any depository institution holding com-
pany,’’ after ‘‘responsible agency’’, ‘‘each’’ before ‘‘such
agency determines’’, and ‘‘, and any depository institu-
tion holding company which controls such institution,’’
after ‘‘resulting depository institution’’.

Subsec. (d)(3)(F). Pub. L. 103–325, § 319(b)(3), sub-
stituted ‘‘A Bank’’ for ‘‘The Board may not approve
any transaction under subparagraph (A) in which the
acquiring, assuming, or resulting depository institu-
tion is a Bank’’ and ‘‘may not be the acquiring, assum-
ing, or resulting depository institution in a transaction

under subparagraph (A) unless’’ for ‘‘unless the Board
determines that’’.

Subsec. (d)(3)(K). Pub. L. 103–325, § 319(b)(4), struck
out heading and text of subpar. (K). Text read as fol-
lows: ‘‘For purposes of this paragraph, the term ‘Board’
(other than when such term appears in connection with
a reference to the Board of Directors) means the Board
of Governors of the Federal Reserve System.’’

Subsec. (e)(4). Pub. L. 103–325, § 602(a)(3), redesignated
cls. (i) and (ii) as subpars. (A) and (B), respectively, and
realigned margins.

1993—Subsec. (d)(2)(A)(ii). Pub. L. 103–204, § 9(a), sub-
stituted ‘‘before the later of the end’’ for ‘‘before the
end’’ and inserted before period at end ‘‘or the date on
which the Savings Association Insurance Fund first
meets or exceeds the designated reserve ratio for such
fund’’.

Subsec. (d)(2)(B)(v). Pub. L. 103–204, § 9(b), added cl.
(v).

Subsec. (d)(2)(C)(ii), (iii), (3)(I)(i). Pub. L. 103–204,
§ 9(c), substituted ‘‘moratorium period established by’’
for ‘‘5-year period referred to in’’.

1992—Subsec. (d)(3)(B). Pub. L. 102–558, § 303(b)(6)(B),
amended directory language of Pub. L. 102–242, § 302(e).
See 1991 amendment note below. Pub. L. 102–550,
§ 1605(a)(5)(B), which contained an identical amend-
ment, was repealed, effective Oct. 28, 1992, by Pub. L.
102–558, § 305, set out as a Repeal of Duplicative Provi-
sions note below.

Subsec. (d)(3)(K). Pub. L. 102–550, § 1607(a), added sub-
par. (K).

1991—Pub. L. 102–242, § 115(a), amended section catch-
line.

Subsec. (a). Pub. L. 102–242, § 115(a), added subsec. (a)
consisting of pars. (1) to (6) and struck out former sub-
sec. (a) relating to application for insurance, which
consisted of pars. (1) to (7).

Subsec. (d)(3). Pub. L. 102–242, § 501(a), amended par.
(3) generally, substituting present provisions consisting
of subpars. (A) to (J) for provisions related to optional
conversion through merger, which consisted of subpars.
(A) to (G).

Subsec. (d)(3)(B)(i). Pub. L. 102–242, § 302(e)(1), as
amended by Pub. L. 102–558, § 303(b)(6)(B), substituted
‘‘deposits’’ for ‘‘average assessment base’’ and ‘‘shall be
treated as deposits which are insured by the Savings
Association Insurance Fund.’’ for ‘‘shall—

‘‘(I) be subject to assessment at the assessment rate
applicable under section 1817 of this title for Savings
Association Insurance Fund members;

‘‘(II) not be taken into account for purposes of any
assessment under section 1817 of this title for Bank
Insurance Fund members; and

‘‘(III) be treated as deposits which are insured by
the Savings Association Insurance Fund.’’
Subsec. (d)(3)(B)(ii). Pub. L. 102–242, § 302(e)(2), as

added by Pub. L. 102–558, § 303(b)(6)(B), substituted ‘‘de-
posits’’ for ‘‘average assessment base’’ and ‘‘shall be
treated as deposits which are insured by the Bank In-
surance Fund.’’ for ‘‘shall—

‘‘(I) be subject to assessment at the assessment rate
applicable under section 1817 of this title for Bank In-
surance Fund members;

‘‘(II) not be taken into account for purposes of any
assessment under section 1817 of this title for Savings
Association Insurance Fund members; and

‘‘(III) be treated as deposits which are insured by
the Bank Insurance Fund.’’
1989—Pub. L. 101–73, § 201(a), substituted references to

insured depository institutions for references to in-
sured banks wherever appearing.

Subsec. (a). Pub. L. 101–73, § 206(a)(1)–(4), inserted
heading, designated existing provisions as par. (1), in-
serted par. (1) heading, and substituted ‘‘Any’’ for
‘‘Subject to the provisions of this chapter, any’’, in-
serted ‘‘and State savings association’’ after ‘‘any
State nonmember bank’’ and after ‘‘such State non-
member bank’’, ‘‘or savings association’’ after ‘‘such
bank’’, and ‘‘or savings association, and in the case of
an application by a State savings association, the Cor-
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poration shall notify the Director of the Office of Thrift
Supervision of the Corporation’s approval of such appli-
cation’’ after ‘‘books of the bank’’, and added pars. (2)
to (7).

Subsec. (b)(4). Pub. L. 101–73, § 206(a)(5), inserted ‘‘and
fitness’’ after ‘‘character’’.

Subsec. (b)(5) to (8). Pub. L. 101–73, § 206(a)(6), added
par. (5) and redesignated former pars. (5) to (7) as (6) to
(8), respectively.

Subsecs. (d), (e). Pub. L. 101–73, § 206(a)(7), added sub-
secs. (d) and (e).

1982—Subsec. (a). Pub. L. 97–320 inserted provision re-
lating to the determination before the application of an
industrial bank or similar institution is approved that
it is chartered and operating under provisions substan-
tially comparable to those applicable to banks operat-
ing in the same State.

1978—Pub. L. 95–369 designated existing provision as
subsec. (a) and added subsecs. (b) and (c).

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by section 2704(d)(14)(B)–(E) of Pub. L.
104–208 effective Jan. 1, 1999, if no insured depository in-
stitution is a savings association on that date, see sec-
tion 2704(c) of Pub. L. 104–208, set out as a note under
section 1821 of this title.

EFFECTIVE DATE OF 1992 AMENDMENTS

Amendment by section 303(b)(6)(B) of Pub. L. 102–558
deemed to have become effective Mar. 1, 1992, see sec-
tion 304 of Pub. L. 102–558, set out as a note under sec-
tion 2062 of Title 50, Appendix, War and National De-
fense.

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, ex-
cept that where amendment is to any provision of law
added or amended by Pub. L. 102–242 effective after Dec.
19, 1992, then amendment by Pub. L. 102–550 effective on
effective date of amendment by Pub. L. 102–242, see sec-
tion 1609 of Pub. L. 102–550, set out as a note under sec-
tion 191 of this title.

EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by section 302(e)(1), (2) of Pub. L. 102–242
effective on earlier of 180 days after date on which final
regulations promulgated in accordance with section
302(c) of Pub. L. 102–242, set out as a note under section
1817 of this title, become effective or Jan. 1, 1994, see
section 302(g) of Pub. L. 102–242, set out as a note under
section 1817 of this title.

Section 501(b) of Pub. L. 102–242 provided that: ‘‘The
amendment made by subsection (a) to section 5(d)(3)(C)
of the Federal Deposit Insurance Act [12 U.S.C.
1815(d)(3)(C)] shall apply with respect to semiannual pe-
riods beginning after the date of the enactment of this
Act [Dec. 19, 1991].’’

REPEAL OF DUPLICATIVE PROVISIONS

Section 305 of Pub. L. 102–558 provided that: ‘‘In the
event of the enactment of H.R. 5334 (An Act to amend
and extend certain laws relating to housing and com-
munity development, and for other purposes) [enacted
as Pub. L. 102–550], the following provisions of that Act,
and the amendments made by such provisions, are re-
pealed, effective on the date of enactment of this Act
[Oct. 28, 1992]:

‘‘(1) Section 1603(a)(3) of such Act [amending sec-
tion 1817 of this title and enacting provisions set out
as a note under section 1817 of this title].

‘‘(2) Section 1604(a)(11) of such Act [amending sec-
tion 3104 of this title].

‘‘(3) Paragraphs (1), (2), and (3) of section 1604(b) of
such Act [amending sections 1817, 1834, and 1834a of
this title].

‘‘(3) [sic] Paragraphs (2) through (7) of section
1605(a) of such Act [amending sections 1815, 1817, 1818,
1820, 1834, and 1834a of this title and enacting provi-
sions set out as notes under sections 1817, 1834, and
1834a of this title].’’

NEWLY INSURED THRIFT PROVISION

Section 206(b) of Pub. L. 101–73 provided that: ‘‘Any
insured depository institution (as defined in section
3(c)(2) of the Federal Deposit Insurance Act [12 U.S.C.
1813(c)(2)], as added by section 204(c) of this Act)—

‘‘(1) which was an insured institution (as defined in
section 401(a) of the National Housing Act [12 U.S.C.
1724(a)], as in effect before the date of the enactment
of this Act [Aug. 9, 1989]) on the day before the date
of the enactment of this Act;

‘‘(2) the board of directors of which determined, be-
fore April 1, 1987, to terminate such association’s
status as an insured institution (as so defined) as evi-
denced in sworn minutes of the board of directors
meeting held before such date;

‘‘(3) had insured deposits of less than $11,000,000 on
April 1, 1987; and

‘‘(4) was an insured institution (as so defined) for
less than 1 year as of April 1, 1987,

may cease to be a Savings Association Insurance Fund
member and become a Bank Insurance Fund member at
any time during the 2-year period beginning on the
date of the enactment of this Act without the approval
of the Federal Deposit Insurance Corporation under
section 5(d)(2) of the Federal Deposit Insurance Act [12
U.S.C. 1815(d)(2)] (as added by subsection (a) of this sec-
tion) and without incurring any liability for any exit or
entrance fee imposed under such section 5(d)(2).’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 215c, 461, 1441,
1464, 1467a, 1814, 1816, 1821, 3104 of this title; title 26 sec-
tion 593.

§ 1816. Factors to be considered

The factors that are required, under section
1814 of this title, to be considered in connection
with, and enumerated in, any certificate issued
pursuant to section 1814 of this title and that
are required, under section 1815 of this title, to
be considered by the Board of Directors in con-
nection with any determination by such Board
pursuant to section 1815 of this title are the fol-
lowing:

(1) The financial history and condition of the
depository institution.

(2) The adequacy of the depository institu-
tion’s capital structure.

(3) The future earnings prospects of the de-
pository institution.

(4) The general character and fitness of the
management of the depository institution.

(5) The risk presented by such depository in-
stitution to the Bank Insurance Fund or the
Savings Association Insurance Fund.

(6) The convenience and needs of the commu-
nity to be served by such depository institu-
tion.

(7) Whether the depository institution’s cor-
porate powers are consistent with the purposes
of this chapter.

(Sept. 21, 1950, ch. 967, § 2[6], 64 Stat. 876; Pub. L.
101–73, title II, § 207, Aug. 9, 1989, 103 Stat. 206;
Pub. L. 104–208, div. A, title II, § 2704(d)(14)(F),
Sept. 30, 1996, 110 Stat. 3009–491.)

PRIOR PROVISIONS

Section is derived from subsec. (g) of former section
264 of this title. See Codification note set out under
section 1811 of this title.

AMENDMENTS

1996—Par. (5). Pub. L. 104–208, which directed substi-
tution of ‘‘Deposit Insurance Fund’’ for ‘‘Bank Insur-
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1 So in original. Probably should be preceded by ‘‘to’’.

ance Fund or the Savings Association Insurance Fund’’,
was not executed. See Effective Date of 1996 Amend-
ment note below.

1989—Pub. L. 101–73 amended section generally. Prior
to amendment, section read as follows: ‘‘The factors to
be enumerated in the certificate required under section
1814 of this title and to be considered by the Board of
Directors under section 1815 of this title shall be the
following: The financial history and condition of the
bank, the adequacy of its capital structure, its future
earnings prospects, the general character of its man-
agement, the convenience and needs of the community
to be served by the bank, and whether or not its cor-
porate powers are consistent with the purposes of this
chapter.’’

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–208 effective Jan. 1, 1999,
if no insured depository institution is a savings asso-
ciation on that date, see section 2704(c) of Pub. L.
104–208, set out as a note under section 1821 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1815, 1828 of this
title.

§ 1817. Assessments

(a) Reports of condition; access to reports
(1) Each insured State nonmember bank (ex-

cept a District bank) and each foreign bank hav-
ing an insured branch which is not a Federal
branch shall make to the Corporation reports of
condition which shall be in such form and shall
contain such information as the Board of Direc-
tors may require. Such reports shall be made to
the Corporation on the dates selected as pro-
vided in paragraph (3) of this subsection and the
deposit liabilities shall be reported therein in
accordance with and pursuant to paragraphs (4)
and (5) of this subsection. The Board of Direc-
tors may call for additional reports of condition
on dates to be fixed by it and may call for such
other reports as the Board may from time to
time require. Any such bank which (A) main-
tains procedures reasonably adapted to avoid
any inadvertent error and, unintentionally and
as a result of such an error, fails to make or
publish any report required under this para-
graph, within the period of time specified by the
Corporation, or submits or publishes any false
or misleading report or information, or (B) inad-
vertently transmits or publishes any report
which is minimally late, shall be subject to a
penalty of not more than $2,000 for each day dur-
ing which such failure continues or such false or
misleading information is not corrected. Such
bank shall have the burden of proving that an
error was inadvertent and that a report was in-
advertently transmitted or published late. Any
such bank which fails to make or publish any re-
port required under this paragraph, within the
period of time specified by the Corporation, or
submits or publishes any false or misleading re-
port or information, in a manner not described
in the 2nd preceding sentence shall be subject to
a penalty of not more than $20,000 for each day
during which such failure continues or such
false or misleading information is not corrected.
Notwithstanding the preceding sentence, if any
such bank knowingly or with reckless disregard
for the accuracy of any information or report
described in such sentence submits or publishes
any false or misleading report or information,

the Corporation may assess a penalty of not
more than $1,000,000 or 1 percent of total assets
of such bank, whichever is less, per day for each
day during which such failure continues or such
false or misleading information is not corrected.
Any penalty imposed under any of the 4 preced-
ing sentences shall be assessed and collected by
the Corporation in the manner provided in sub-
paragraphs (E), (F), (G), and (I) of section
1818(i)(2) of this title (for penalties imposed
under such section) and any such assessment
(including the determination of the amount of
the penalty) shall be subject to the provisions of
such section. Any such bank against which any
penalty is assessed under this subsection shall
be afforded an agency hearing if such bank sub-
mits a request for such hearing within 20 days
after the issuance of the notice of assessment.
Section 1818(h) of this title shall apply to any
proceeding under this paragraph.

(2)(A) The Corporation and, with respect to
any State depository institution, any appro-
priate State bank supervisor for such institu-
tion, shall have access to reports of examination
made by, and reports of condition made to, the
Comptroller of the Currency, the Director of the
Office of Thrift Supervision, the Federal Hous-
ing Finance Board, any Federal home loan bank,
or any Federal Reserve bank and to all revisions
of reports of condition made to any of them, and
they shall promptly advise the Corporation of
any revisions or changes in respect to deposit li-
abilities made or required to be made in any re-
port of condition. The Corporation may accept
any report made by or to any commission,
board, or authority having supervision of a de-
pository institution, and may furnish to the
Comptroller of the Currency, the 1 Director of
the Office of Thrift Supervision, the 1 Federal
Housing Finance Board, any 1 Federal home loan
bank, to any Federal Reserve bank, and to any
such commission, board, or authority, reports of
examinations made on behalf of, and reports of
condition made to, the Corporation.

(B) ADDITIONAL REPORTS.—The Board of Direc-
tors may from time to time require any insured
depository institution to file such additional re-
ports as the Corporation, after agreement with
the Comptroller of the Currency, the Board of
Governors of the Federal Reserve System, and
the Director of the Office of Thrift Supervision,
as appropriate, may deem advisable for insur-
ance purposes.

(3) Each insured depository institution shall
make to the appropriate Federal banking agen-
cy 4 reports of condition annually upon dates
which shall be selected by the Chairman of the
Board of Directors, the Comptroller of the Cur-
rency, and the Chairman of the Board of Gov-
ernors of the Federal Reserve System, and the
Director of the Office of Thrift Supervision. The
dates selected shall be the same for all insured
depository institutions, except that when any of
said reporting dates is a nonbusiness day for any
depository institution, the preceding business
day shall be its reporting date. Two dates shall
be selected within the semiannual period of Jan-
uary to June inclusive, and the reports on such
dates shall be the basis for the certified state-



Page 953 TITLE 12—BANKS AND BANKING § 1817

ment to be filed in July pursuant to subsection
(c) of this section, and two dates shall be se-
lected within the semiannual period of July to
December inclusive, and the reports on such
dates shall be the basis for the certified state-
ment to be filed in January pursuant to sub-
section (c) of this section. The deposit liabilities
shall be reported in said reports of conditions in
accordance with and pursuant to paragraphs (4)
and (5) of this subsection, and such other infor-
mation shall be reported therein as may be re-
quired by the respective agencies. Each said re-
port of condition shall contain a declaration by
the president, a vice president, the cashier or
the treasurer, or by any other officer designated
by the board of directors or trustees of the re-
porting depository institution to make such dec-
laration, that the report is true and correct to
the best of his knowledge and belief. The cor-
rectness of said report of condition shall be at-
tested by the signatures of at least two directors
or trustees of the reporting depository institu-
tion other than the officer making such declara-
tion, with a declaration that the report has been
examined by them and to the best of their
knowledge and belief is true and correct. At the
time of making said reports of condition each
insured depository institution shall furnish to
the Corporation a copy thereof containing such
signed declaration and attestations. Nothing
herein shall preclude any of the foregoing agen-
cies from requiring the banks or savings associa-
tions under its jurisdiction to make additional
reports of condition at any time.

(4) In the reports of condition required to be
made by paragraph (3) of this subsection, each
insured depository institution shall report the
total amount of the liability of the depository
institution for deposits in the main office and in
any branch located in any State of the United
States, the District of Columbia, any Territory
of the United States, Puerto Rico, Guam, Amer-
ican Samoa, the Trust Territory of the Pacific
Islands, or the Virgin Islands, according to the
definition of the term ‘‘deposit’’ in and pursuant
to subsection (l) of section 1813 of this title with-
out any deduction for indebtedness of depositors
or creditors or any deduction for cash items in
the process of collection drawn on others than
the reporting depository institution: Provided,
That the depository institution in reporting
such deposits may (i) subtract from the deposit
balance due to any depository institution the
deposit balance due from the same depository
institution (other than trust funds deposited by
either depository institution) and any cash
items in the process of collection due from or
due to such depository institutions shall be in-
cluded in determining such net balance, except
that balances of time deposits of any depository
institution and any balances standing to the
credit of private depository institutions, of de-
pository institutions in foreign countries, of for-
eign branches of other American depository in-
stitutions, and of American branches of foreign
banks shall be reported gross without any such
subtraction, and (ii) exclude any deposits re-
ceived in any office of the depository institution
for deposit in any other office of the depository
institution: And provided further, That outstand-
ing drafts (including advices and authorizations

to charge depository institution’s balance in an-
other depository institution) drawn in the regu-
lar course of business by the reporting deposi-
tory institution on depository institutions need
not be reported as deposit liabilities. The
amount of trust funds held in the depository in-
stitution’s own trust department, which the re-
porting depository institution keeps segregated
and apart from its general assets and does not
use in the conduct of its business, shall not be
included in the total deposits in such reports,
but shall be separately stated in such reports.
Deposits which are accumulated for the pay-
ment of personal loans and are assigned or
pledged to assure payment of loans at maturity
shall not be included in the total deposits in
such reports, but shall be deducted from the
loans for which such deposits are assigned or
pledged to assure repayment.

(5) The deposits to be reported on such reports
of condition shall be segregated between (i) time
and savings deposits and (ii) demand deposits.
For this purpose, the time and savings deposits
shall consist of time certificates of deposit, time
deposits-open account, and savings deposits; and
demand deposits shall consist of all deposits
other than time and savings deposits.

(6) LIFELINE ACCOUNT DEPOSITS.—In the reports
of condition required to be reported under this
subsection, the deposits in lifeline accounts (as
defined in section 1834(a)(3)(C) of this title) shall
be reported separately.

(7) The Board of Directors, after consultation
with the Comptroller of the Currency, the Direc-
tor of the Office of Thrift Supervision, and the
Board of Governors of the Federal Reserve Sys-
tem, may by regulation define the terms ‘‘cash
items’’ and ‘‘process of collection’’, and shall
classify deposits as ‘‘time’’, ‘‘savings’’, and ‘‘de-
mand’’ deposits, for the purposes of this section.

(8) In respect of any report required or author-
ized to be supplied or published pursuant to this
subsection or any other provision of law, the
Board of Directors or the Comptroller of the
Currency, as the case may be, may differentiate
between domestic banks and foreign banks to
such extent as, in their judgment, may be rea-
sonably required to avoid hardship and can be
done without substantial compromise of insur-
ance risk or supervisory and regulatory effec-
tiveness.

(9) DATA COLLECTIONS.—In addition to or in
connection with any other report required under
this subsection, the Corporation shall take such
action as may be necessary to ensure that—

(A) each insured depository institution
maintains; and

(B) the Corporation receives on a regular
basis from such institution,

information on the total amount of all insured
deposits, preferred deposits, and uninsured de-
posits at the institution. In prescribing report-
ing and other requirements for the collection of
actual and accurate information pursuant to
this paragraph, the Corporation shall minimize
the regulatory burden imposed upon insured de-
pository institutions that are well capitalized
(as defined in section 1831o of this title) while
taking into account the benefit of the informa-
tion to the Corporation, including the use of the
information to enable the Corporation to more
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accurately determine the total amount of in-
sured deposits in each insured depository insti-
tution for purposes of compliance with this
chapter.

(10) A Federal banking agency may not, by
regulation or otherwise, designate, or require an
insured institution or an affiliate to designate, a
corporation as highly leveraged or a transaction
with a corporation as a highly leveraged trans-
action solely because such corporation is or has
been a debtor or bankrupt under title 11, if, after
confirmation of a plan of reorganization, such
corporation would not otherwise be highly lever-
aged.
(b) Assessments

(1) Risk-based assessment system
(A) Risk-based assessment system required

The Board of Directors shall, by regula-
tion, establish a risk-based assessment sys-
tem for insured depository institutions.
(B) Private reinsurance authorized

In carrying out this paragraph, the Cor-
poration may—

(i) obtain private reinsurance covering
not more than 10 percent of any loss the
Corporation incurs with respect to an in-
sured depository institution; and

(ii) base that institution’s semiannual
assessment (in whole or in part) on the
cost of the reinsurance.

(C) ��Risk-based assessment system�� defined
For purposes of this paragraph, the term

‘‘risk-based assessment system’’ means a
system for calculating a depository institu-
tion’s semiannual assessment based on—

(i) the probability that the deposit insur-
ance fund will incur a loss with respect to
the institution, taking into consideration
the risks attributable to—

(I) different categories and concentra-
tions of assets;

(II) different categories and concentra-
tions of liabilities, both insured and un-
insured, contingent and noncontingent;
and

(III) any other factors the Corporation
determines are relevant to assessing
such probability;

(ii) the likely amount of any such loss;
and

(iii) the revenue needs of the deposit in-
surance fund.

(D) Separate assessment systems
The Board of Directors may establish sepa-

rate risk-based assessment systems for large
and small members of each deposit insur-
ance fund.

(2) Setting assessments
(A) Achieving and maintaining designated re-

serve ratio
(i) In general

The Board of Directors shall set semi-
annual assessments for insured depository
institutions when necessary, and only to
the extent necessary—

(I) to maintain the reserve ratio of
each deposit insurance fund at the des-
ignated reserve ratio; or

(II) if the reserve ratio is less than the
designated reserve ratio, to increase the
reserve ratio to the designated reserve
ratio as provided in paragraph (3).

(ii) Factors to be considered
In carrying out clause (i), the Board of

Directors shall consider the deposit insur-
ance fund’s—

(I) expected operating expenses,
(II) case resolution expenditures and

income,
(III) the effect of assessments on mem-

bers’ earnings and capital, and
(IV) any other factors that the Board

of Directors may deem appropriate.

(iii) Limitation on assessment
Except as provided in clause (v), the

Board of Directors shall not set semi-
annual assessments with respect to a de-
posit insurance fund in excess of the
amount needed—

(I) to maintain the reserve ratio of the
fund at the designated reserve ratio; or

(II) if the reserve ratio is less than the
designated reserve ratio, to increase the
reserve ratio to the designated reserve
ratio.

(iv) Designated reserve ratio defined
The designated reserve ratio of each de-

posit insurance fund for each year shall
be—

(I) 1.25 percent of estimated insured de-
posits; or

(II) a higher percentage of estimated
insured deposits that the Board of Direc-
tors determines to be justified for that
year by circumstances raising a signifi-
cant risk of substantial future losses to
the fund.

(v) Exception to limitation on assessments
The Board of Directors may set semi-

annual assessments in excess of the
amount permitted under clauses (i) and
(iii) with respect to insured depository in-
stitutions that exhibit financial, oper-
ational, or compliance weaknesses ranging
from moderately severe to unsatisfactory,
or are not well capitalized, as that term is
defined in section 1831o of this title.

(B) Independent treatment of funds
The Board of Directors shall—

(i) set semiannual assessments for mem-
bers of each deposit insurance fund inde-
pendently from semiannual assessments
for members of any other deposit insur-
ance fund; and

(ii) set the designated reserve ratio of
each deposit insurance fund independently
from the designated reserve ratio of any
other deposit insurance fund.

(C) Notice of assessments
The Corporation shall notify each insured

depository institution of that institution’s
semiannual assessment.



Page 955 TITLE 12—BANKS AND BANKING § 1817

(D) Repealed. Pub. L. 104�208, div. A, title II,
§ 2703(b), Sept. 30, 1996, 110 Stat.
3009�485

(E) Minimum assessments
The Corporation shall design the risk-

based assessment system for any deposit in-
surance fund so that, if the Corporation has
borrowings outstanding under section 1824 of
this title on behalf of that fund or the re-
serve ratio of that fund remains below the
designated reserve ratio, the total amount
raised by semiannual assessments on mem-
bers of that fund shall be not less than the
total amount that would have been raised
if—

(i) this subsection as in effect on July 15,
1991 remained in effect;

(ii) the assessment rate in effect on July
15, 1991 remained in effect; and

(iii) notwithstanding any other provision
of this subsection, during the period begin-
ning on September 30, 1996, and ending on
December 31, 1998, the assessment rate for
a Savings Association Insurance Fund
member may not be less than the assess-
ment rate for a Bank Insurance Fund
member that poses a comparable risk to
the deposit insurance fund.

(F) Transition rule for Savings Association
Insurance Fund

With respect to the Savings Association
Insurance Fund, during the period beginning
on the effective date of the amendments
made by section 302(a) of the Federal De-
posit Insurance Corporation Improvement
Act of 1991 and ending on December 31, 1997—

(i) subparagraph (A)(i)(II) shall apply as
if such subparagraph did not include ‘‘as
provided in paragraph (3)’’; and

(ii) subparagraph (E) shall be applied by
substituting ‘‘if this subsection as in effect
on July 15, 1991 remained in effect.’’ for
‘‘if—’’ and all that follows through clause
(ii).

(G) Special rule until the insurance funds
achieve the designated reserve ratio

Until a deposit insurance fund achieves
the designated reserve ratio, the Corpora-
tion may limit the maximum assessment on
insured depository institutions under the
risk-based assessment system authorized
under paragraph (1) to not less than 10 basis
points above the average assessment on in-
sured depository institutions under that sys-
tem.

(H) Bank Enterprise Act requirement
The Corporation shall design the risk-

based assessment system so that, insofar as
the system bases assessments, directly or in-
directly, on deposits, the portion of the de-
posits of any insured depository institution
which are attributable to lifeline accounts
established in accordance with the Bank En-
terprise Act of 1991 shall be subject to as-
sessment at a rate determined in accordance
with such Act.

(3) Special rule for recapitalizing under-
capitalized funds

(A) In general
Except as provided in paragraph (2)(F), if

the reserve ratio of any deposit insurance
fund is less than the designated reserve ratio
under paragraph (2)(A)(iv), the Board of Di-
rectors shall set semiannual assessment
rates for members of that fund—

(i) that are sufficient to increase the re-
serve ratio for that fund to the designated
reserve ratio not later than 1 year after
such rates are set; or

(ii) in accordance with a schedule pro-
mulgated by the Corporation under sub-
paragraph (B).

(B) Recapitalization schedules
For purposes of subparagraph (A)(ii), the

Corporation shall by regulation promulgate
a schedule that specifies, at semiannual in-
tervals, target reserve ratios for that fund,
culminating in a reserve ratio that is equal
to the designated reserve ratio not later
than 15 years after the date on which the
schedule is implemented.

(C) Amending schedule
The Corporation may, by regulation,

amend a schedule promulgated under sub-
paragraph (B) and such amendment may ex-
tend the date specified in subparagraph (B)
to such later date as the Corporation deter-
mines will, over time, maximize the amount
of semiannual assessments received by the
Savings Association Insurance Fund, net of
insurance losses incurred by the Fund.

(D) Application to SAIF members
This paragraph shall become applicable to

Savings Association Insurance Fund mem-
bers on January 1, 1998.

(4) ��Semiannual period�� defined
For purposes of this section, the term ‘‘semi-

annual period’’ means a period beginning on
January 1 of any calendar year and ending on
June 30 of the same year, or a period beginning
on July 1 of any calendar year and ending on
December 31 of the same year.

(5) Records to be maintained
Each insured depository institution shall

maintain all records that the Corporation may
require for verifying the correctness of the in-
stitution’s semiannual assessments. No in-
sured depository institution shall be required
to retain those records for that purpose for a
period of more than 5 years from the date of
the filing of any certified statement, except
that when there is a dispute between the in-
sured depository institution and the Corpora-
tion over the amount of any assessment, the
depository institution shall retain the records
until final determination of the issue.

(6) Emergency special assessments
In addition to the other assessments im-

posed on insured depository institutions under
this subsection, the Corporation may impose 1
or more special assessments on insured deposi-
tory institutions in an amount determined by
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the Corporation if the amount of any such as-
sessment—

(A) is necessary—
(i) to provide sufficient assessment in-

come to repay amounts borrowed from the
Secretary of the Treasury under section
1824(a) of this title in accordance with the
repayment schedule in effect under section
1824(c) of this title during the period with
respect to which such assessment is im-
posed;

(ii) to provide sufficient assessment in-
come to repay obligations issued to and
other amounts borrowed from Bank Insur-
ance Fund members under section 1824(d)
of this title; or

(iii) for any other purpose the Corpora-
tion may deem necessary; and

(B) is allocated between Bank Insurance
Fund members and Savings Association In-
surance Fund members in amounts which re-
flect the degree to which the proceeds of the
amounts borrowed are to be used for the ben-
efit of the respective insurance funds.

(7) Community enterprise credits
The Corporation shall allow a credit against

any semiannual assessment to any insured de-
pository institution which satisfies the re-
quirements of the Community Enterprise As-
sessment Credit Board under section 233(a)(1)
of the Bank Enterprise Act of 1991 [12 U.S.C.
1834a(a)(1)] in the amount determined by such
Board by regulation.

(c) Certified statements; payments
(1) Certified statements required

(A) In general
Each insured depository institution shall

file with the Corporation a certified state-
ment containing such information as the
Corporation may require for determining the
institution’s semiannual assessment.

(B) Form of certification
The certified statement required under

subparagraph (A) shall—
(i) be in such form and set forth such

supporting information as the Board of Di-
rectors shall prescribe; and

(ii) be certified by the president of the
depository institution or any other officer
designated by its board of directors or
trustees that to the best of his or her
knowledge and belief, the statement is
true, correct and complete, and in accord-
ance with this chapter and regulations is-
sued hereunder.

(2) Payments required
(A) In general

Each insured depository institution shall
pay to the Corporation the semiannual as-
sessment imposed under subsection (b) of
this section.

(B) Form of payment
The payments required under subpara-

graph (A) shall be made in such manner and
at such time or times as the Board of Direc-
tors shall prescribe by regulation.

(3) Newly insured institutions
To facilitate the administration of this sec-

tion, the Board of Directors may waive the re-
quirements of paragraphs (1) and (2) for the
semiannual period in which a depository insti-
tution becomes insured.
(4) Penalty for failure to make accurate cer-

tified statement
(A) First tier

Any insured depository institution
which—

(i) maintains procedures reasonably
adapted to avoid any inadvertent error
and, unintentionally and as a result of
such an error, fails to submit the certified
statement under paragraph (1) within the
period of time required under paragraph (1)
or submits a false or misleading certified
statement; or

(ii) submits the statement at a time
which is minimally after the time required
in such paragraph,

shall be subject to a penalty of not more
than $2,000 for each day during which such
failure continues or such false and mislead-
ing information is not corrected. The insti-
tution shall have the burden of proving that
an error was inadvertent or that a statement
was inadvertently submitted late.
(B) Second tier

Any insured depository institution which
fails to submit the certified statement under
paragraph (1) within the period of time re-
quired under paragraph (1) or submits a false
or misleading certified statement in a man-
ner not described in subparagraph (A) shall
be subject to a penalty of not more than
$20,000 for each day during which such fail-
ure continues or such false and misleading
information is not corrected.
(C) Third tier

Notwithstanding subparagraphs (A) and
(B), if any insured depository institution
knowingly or with reckless disregard for the
accuracy of any certified statement de-
scribed in paragraph (1) submits a false or
misleading certified statement under para-
graph (1), the Corporation may assess a pen-
alty of not more than $1,000,000 or not more
than 1 percent of the total assets of the in-
stitution, whichever is less, per day for each
day during which the failure continues or
the false or misleading information in such
statement is not corrected.
(D) Assessment procedure

Any penalty imposed under this paragraph
shall be assessed and collected by the Cor-
poration in the manner provided in subpara-
graphs (E), (F), (G), and (I) of section
1818(i)(2) of this title (for penalties imposed
under such section) and any such assessment
(including the determination of the amount
of the penalty) shall be subject to the provi-
sions of such section.
(E) Hearing

Any insured depository institution against
which any penalty is assessed under this
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paragraph shall be afforded an agency hear-
ing if the institution submits a request for
such hearing within 20 days after the issu-
ance of the notice of the assessment. Section
1818(h) of this title shall apply to any pro-
ceeding under this subparagraph.

(d) Corporation exempt from apportionment
Notwithstanding any other provision of law,

amounts received pursuant to any assessment
under this section and any other amounts re-
ceived by the Corporation shall not be subject to
apportionment for the purposes of chapter 15 of
title 31 or under any other authority.
(e) Refunds

(1) Overpayments
In the case of any payment of an assessment

by an insured depository institution in excess
of the amount due to the Corporation, the Cor-
poration may—

(A) refund the amount of the excess pay-
ment to the insured depository institution;
or

(B) credit such excess amount toward the
payment of subsequent semiannual assess-
ments until such credit is exhausted.

(2) Balance in insurance fund in excess of des-
ignated reserve

(A) In general
Subject to subparagraphs (B) and (C), if, as

of the end of any semiannual assessment pe-
riod beginning after September 30, 1996, the
amount of the actual reserves in—

(i) the Bank Insurance Fund (until the
merger of such fund into the Deposit In-
surance Fund pursuant to section 2704 of
the Deposit Insurance Funds Act of 1996);
or

(ii) the Deposit Insurance Fund (after
the establishment of such fund),

exceeds the balance required to meet the
designated reserve ratio applicable with re-
spect to such fund, such excess amount shall
be refunded to insured depository institu-
tions by the Corporation on such basis as the
Board of Directors determines to be appro-
priate, taking into account the factors con-
sidered under the risk-based assessment sys-
tem.
(B) Refund not to exceed previous semi-

annual assessment
The amount of any refund under this para-

graph to any member of a deposit insurance
fund for any semiannual assessment period
may not exceed the total amount of assess-
ments paid by such member to the insurance
fund with respect to such period.
(C) Refund limitation for certain institutions

No refund may be made under this para-
graph with respect to the amount of any as-
sessment paid for any semiannual assess-
ment period by any insured depository insti-
tution described in clause (v) of subsection
(b)(2)(A) of this section.

(f) Action against depository institutions failing
to file certified statements

Any insured depository institution which fails
to make any report of condition under sub-

section (a) of this section or to file any certified
statement required to be filed by it in connec-
tion with determining the amount of any assess-
ment payable by the depository institution to
the Corporation may be compelled to make such
report or file such statement by mandatory in-
junction or other appropriate remedy in a suit
brought for such purpose by the Corporation
against the depository institution and any offi-
cer or officers thereof in any court of the United
States of competent jurisdiction in the District
or Territory in which such depository institu-
tion is located.
(g) Action by Corporation to recover assessments

The Corporation, in a suit brought at law or in
equity in any court of competent jurisdiction,
shall be entitled to recover from any insured de-
pository institution the amount of any unpaid
assessment lawfully payable by such insured de-
pository institution to the Corporation, whether
or not such depository institution shall have
made any such report of condition under sub-
section (a) of this section or filed any such cer-
tified statement and whether or not suit shall
have been brought to compel the depository in-
stitution to make any such report or file any
such statement. No action or proceeding shall be
brought for the recovery of any assessment due
to the Corporation, or for the recovery of any
amount paid to the Corporation in excess of the
amount due to it, unless such action or proceed-
ing shall have been brought within five years
after the right accrued for which the claim is
made, except where the insured depository insti-
tution has made or filed with the Corporation a
false or fraudulent certified statement with the
intent to evade, in whole or in part, the pay-
ment of assessment, in which case the claim
shall not be deemed to have accrued until the
discovery by the Corporation that the certified
statement is false or fraudulent: Provided, how-
ever, That where a cause of action has already
accrued, and the period herein prescribed within
which an action may be brought has expired, or
will expire within one year from September 21,
1950, an action may be brought on such cause of
action within one year from September 21, 1950:
And provided further, That no action or proceed-
ing shall be brought for the recovery of any as-
sessment on deposits alleged to have been omit-
ted from the assessment base of any insured de-
pository institution for any year prior to 1945
except that any claim of the Corporation for the
payment of any assessment may be offset by it
against any claim of the depository institution
for the overpayment of any assessment.
(h) Forfeiture of rights for failure to comply with

law
Should any national member bank or any in-

sured national nonmember bank fail to make
any report of condition under subsection (a) of
this section or to file any certified statement re-
quired to be filed by such bank under any provi-
sion of this section, or fail to pay any assess-
ment required to be paid by such bank under
any provision of this chapter, and should the
bank not correct such failure within thirty days
after written notice has been given by the Cor-
poration to an officer of the bank, citing this
subsection, and stating that the bank has failed
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to make any report of condition under sub-
section (a) of this section or to file or pay as re-
quired by law, all the rights, privileges, and
franchises of the bank granted to it under the
National Bank Act, as amended [12 U.S.C. 21 et
seq.], the Federal Reserve Act, as amended [12
U.S.C. 221 et seq.], or this chapter, shall be
thereby forfeited. Whether or not the penalty
provided in this subsection has been incurred
shall be determined and adjudged in the manner
provided in the sixth paragraph of section 2 of
the Federal Reserve Act, as amended [12 U.S.C.
501a]. The remedies provided in this subsection
and in subsections (f) and (g) of this section
shall not be construed as limiting any other
remedies against any insured depository institu-
tion, but shall be in addition thereto.
(i) Insurance of trust funds

(1) In general
Trust funds held on deposit by an insured de-

pository institution in a fiduciary capacity as
trustee pursuant to any irrevocable trust es-
tablished pursuant to any statute or written
trust agreement shall be insured in an amount
not to exceed $100,000 for each trust estate.
(2) Interbank deposits

Trust funds described in paragraph (1) which
are deposited by the fiduciary depository in-
stitution in another insured depository insti-
tution shall be similarly insured to the fidu-
ciary depository institution according to the
trust estates represented.
(3) Bank deposit financial assistance program

Notwithstanding paragraph (1), funds depos-
ited by an insured depository institution pur-
suant to the Bank Deposit Financial Assist-
ance Program of the Department of Energy
shall be separately insured in an amount not
to exceed $100,000 for each insured depository
institution depositing such funds.
(4) Regulations

The Board of Directors may prescribe such
regulations as may be necessary to clarify the
insurance coverage under this subsection and
to prescribe the manner of reporting and de-
positing such trust funds.

(j) Change in control of insured depository insti-
tutions

(1) No person, acting directly or indirectly or
through or in concert with one or more other
persons, shall acquire control of any insured de-
pository institution through a purchase, assign-
ment, transfer, pledge, or other disposition of
voting stock of such insured depository institu-
tion unless the appropriate Federal banking
agency has been given sixty days’ prior written
notice of such proposed acquisition and within
that time period the agency has not issued a no-
tice disapproving the proposed acquisition or, in
the discretion of the agency, extending for an
additional 30 days the period during which such
a disapproval may issue. The period for dis-
approval under the preceding sentence may be
extended not to exceed 2 additional times for
not more than 45 days each time if—

(A) the agency determines that any acquir-
ing party has not furnished all the informa-
tion required under paragraph (6);

(B) in the agency’s judgment, any material
information submitted is substantially inac-
curate;

(C) the agency has been unable to complete
the investigation of an acquiring party under
paragraph (2)(B) because of any delay caused
by, or the inadequate cooperation of, such ac-
quiring party; or

(D) the agency determines that additional
time is needed to investigate and determine
that no acquiring party has a record of failing
to comply with the requirements of sub-
chapter II of chapter 53 of title 31.

An acquisition may be made prior to expiration
of the disapproval period if the agency issues
written notice of its intent not to disapprove the
action.

(2)(A) NOTICE TO STATE AGENCY.—Upon receiv-
ing any notice under this subsection, the appro-
priate Federal banking agency shall forward a
copy thereof to the appropriate State depository
institution supervisory agency if the depository
institution the voting shares of which are
sought to be acquired is a State depository in-
stitution, and shall allow thirty days within
which the views and recommendations of such
State depository institution supervisory agency
may be submitted. The appropriate Federal
banking agency shall give due consideration to
the views and recommendations of such State
agency in determining whether to disapprove
any proposed acquisition. Notwithstanding the
provisions of this paragraph, if the appropriate
Federal banking agency determines that it must
act immediately upon any notice of a proposed
acquisition in order to prevent the probable de-
fault of the depository institution involved in
the proposed acquisition, such Federal banking
agency may dispense with the requirements of
this paragraph or, if a copy of the notice is for-
warded to the State depository institution su-
pervisory agency, such Federal banking agency
may request that the views and recommenda-
tions of such State depository institution super-
visory agency be submitted immediately in any
form or by any means acceptable to such Fed-
eral banking agency.

(B) INVESTIGATION OF PRINCIPALS REQUIRED.—
Upon receiving any notice under this subsection,
the appropriate Federal banking agency shall—

(i) conduct an investigation of the com-
petence, experience, integrity, and financial
ability of each person named in a notice of a
proposed acquisition as a person by whom or
for whom such acquisition is to be made; and

(ii) make an independent determination of
the accuracy and completeness of any infor-
mation described in paragraph (6) with respect
to such person.

(C) REPORT.—The appropriate Federal banking
agency shall prepare a written report of any in-
vestigation under subparagraph (B) which shall
contain, at a minimum, a summary of the re-
sults of such investigation. The agency shall re-
tain such written report as a record of the agen-
cy.

(D) PUBLIC COMMENT.—Upon receiving notice
of a proposed acquisition, the appropriate Fed-
eral banking agency shall, unless such agency
determines that an emergency exists, within a
reasonable period of time—
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2 So in original. Probably should be ‘‘depository institution’’. 3 So in original. Probably should be ‘‘depository institution’’.

(i) publish the name of the insured deposi-
tory institution proposed to be acquired and
the name of each person identified in such no-
tice as a person by whom or for whom such ac-
quisition is to be made; and

(ii) solicit public comment on such proposed
acquisition, particularly from persons in the
geographic area where the bank 2 proposed to
be acquired is located, before final consider-
ation of such notice by the agency,

unless the agency determines in writing that
such disclosure or solicitation would seriously
threaten the safety or soundness of such bank.2

(3) Within three days after its decision to dis-
approve any proposed acquisition, the appro-
priate Federal banking agency shall notify the
acquiring party in writing of the disapproval.
Such notice shall provide a statement of the
basis for the disapproval.

(4) Within ten days of receipt of such notice of
disapproval, the acquiring party may request an
agency hearing on the proposed acquisition. In
such hearing all issues shall be determined on
the record pursuant to section 554 of title 5. The
length of the hearing shall be determined by the
appropriate Federal banking agency. At the con-
clusion thereof, the appropriate Federal banking
agency shall by order approve or disapprove the
proposed acquisition on the basis of the record
made at such hearing.

(5) Any person whose proposed acquisition is
disapproved after agency hearings under this
subsection may obtain review by the United
States court of appeals for the circuit in which
the home office of the bank 2 to be acquired is lo-
cated, or the United States Court of Appeals for
the District of Columbia Circuit, by filing a no-
tice of appeal in such court within ten days from
the date of such order, and simultaneously send-
ing a copy of such notice by registered or cer-
tified mail to the appropriate Federal banking
agency. The appropriate Federal banking agency
shall promptly certify and file in such court the
record upon which the disapproval was based.
The findings of the appropriate Federal banking
agency shall be set aside if found to be arbitrary
or capricious or if found to violate procedures
established by this subsection.

(6) Except as otherwise provided by regulation
of the appropriate Federal banking agency, a no-
tice filed pursuant to this subsection shall con-
tain the following information:

(A) The identity, personal history, business
background and experience of each person by
whom or on whose behalf the acquisition is to
be made, including his material business ac-
tivities and affiliations during the past five
years, and a description of any material pend-
ing legal or administrative proceedings in
which he is a party and any criminal indict-
ment or conviction of such person by a State
or Federal court.

(B) A statement of the assets and liabilities
of each person by whom or on whose behalf the
acquisition is to be made, as of the end of the
fiscal year for each of the five fiscal years im-
mediately preceding the date of the notice, to-
gether with related statements of income and

source and application of funds for each of the
fiscal years then concluded, all prepared in ac-
cordance with generally accepted accounting
principles consistently applied, and an interim
statement of the assets and liabilities for each
such person, together with related statements
of income and source and application of funds,
as of a date not more than ninety days prior
to the date of the filing of the notice.

(C) The terms and conditions of the proposed
acquisition and the manner in which the ac-
quisition is to be made.

(D) The identity, source and amount of the
funds or other consideration used or to be used
in making the acquisition, and if any part of
these funds or other consideration has been or
is to be borrowed or otherwise obtained for the
purpose of making the acquisition, a descrip-
tion of the transaction, the names of the par-
ties, and any arrangements, agreements, or
understandings with such persons.

(E) Any plans or proposals which any acquir-
ing party making the acquisition may have to
liquidate the bank,3 to sell its assets or merge
it with any company or to make any other
major change in its business or corporate
structure or management.

(F) The identification of any person em-
ployed, retained, or to be compensated by the
acquiring party, or by any person on his be-
half, to make solicitations or recommenda-
tions to stockholders for the purpose of assist-
ing in the acquisition, and a brief description
of the terms of such employment, retainer, or
arrangement for compensation.

(G) Copies of all invitations or tenders or ad-
vertisements making a tender offer to stock-
holders for purchase of their stock to be used
in connection with the proposed acquisition.

(H) Any additional relevant information in
such form as the appropriate Federal banking
agency may require by regulation or by spe-
cific request in connection with any particular
notice.

(7) The appropriate Federal banking agency
may disapprove any proposed acquisition if—

(A) the proposed acquisition of control
would result in a monopoly or would be in fur-
therance of any combination or conspiracy to
monopolize or to attempt to monopolize the
business of banking in any part of the United
States;

(B) the effect of the proposed acquisition of
control in any section of the country may be
substantially to lessen competition or to tend
to create a monopoly or the proposed acquisi-
tion of control would in any other manner be
in restraint of trade, and the anticompetitive
effects of the proposed acquisition of control
are not clearly outweighed in the public inter-
est by the probable effect of the transaction in
meeting the convenience and needs of the
community to be served;

(C) the financial condition of any acquiring
person is such as might jeopardize the finan-
cial stability of the bank 3 or prejudice the in-
terests of the depositors of the bank; 3

(D) the competence, experience, or integrity
of any acquiring person or of any of the pro-
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posed management personnel indicates that it
would not be in the interest of the depositors
of the bank, or in the interest of the public to
permit such person to control the bank; 3

(E) any acquiring person neglects, fails, or
refuses to furnish the appropriate Federal
banking agency all the information required
by the appropriate Federal banking agency; or

(F) the appropriate Federal banking agency
determines that the proposed transaction
would result in an adverse effect on the Bank
Insurance Fund or the Savings Association In-
surance Fund.

(8) For the purposes of this subsection, the
term—

(A) ‘‘person’’ means an individual or a cor-
poration, partnership, trust, association, joint
venture, pool, syndicate, sole proprietorship,
unincorporated organization, or any other
form of entity not specifically listed herein;
and

(B) ‘‘control’’ means the power, directly or
indirectly, to direct the management or poli-
cies of an insured depository institution or to
vote 25 per centum or more of any class of vot-
ing securities of an insured depository institu-
tion.

(9) REPORTING OF STOCK LOANS.—
(A) REPORT REQUIRED.—Any foreign bank, or

any affiliate thereof, that has credit outstand-
ing to any person or group of persons which is
secured, directly or indirectly, by shares of an
insured depository institution shall file a con-
solidated report with the appropriate Federal
banking agency for such insured depository in-
stitution if the extensions of credit by the for-
eign bank or any affiliate thereof, in the ag-
gregate, are secured, directly or indirectly, by
25 percent or more of any class of shares of the
same insured depository institution.

(B) DEFINITIONS.—For purposes of this para-
graph, the following definitions shall apply:

(i) FOREIGN BANK.—The terms ‘‘foreign
bank’’ and ‘‘affiliate’’ have the same mean-
ings as in section 3101 of this title.

(ii) CREDIT OUTSTANDING.—The term ‘‘cred-
it outstanding’’ includes—

(I) any loan or extension of credit,
(II) the issuance of a guarantee, accept-

ance, or letter of credit, including an en-
dorsement or standby letter of credit, and

(III) any other type of transaction that
extends credit or financing to the person
or group of persons.

(iii) GROUP OF PERSONS.—The term ‘‘group
of persons’’ includes any number of persons
that the foreign bank or any affiliate thereof
reasonably believes—

(I) are acting together, in concert, or
with one another to acquire or control
shares of the same insured depository in-
stitution, including an acquisition of
shares of the same insured depository in-
stitution at approximately the same time
under substantially the same terms; or

(II) have made, or propose to make, a
joint filing under section 78m of title 15 re-
garding ownership of the shares of the
same insured depository institution.

(C) INCLUSION OF SHARES HELD BY THE FINAN-
CIAL INSTITUTION.—Any shares of the insured

depository institution held by the foreign
bank or any affiliate thereof as principal shall
be included in the calculation of the number of
shares in which the foreign bank or any affili-
ate thereof has a security interest for purposes
of subparagraph (A).

(D) REPORT REQUIREMENTS.—
(i) TIMING OF REPORT.—The report required

under this paragraph shall be a consolidated
report on behalf of the foreign bank and all
affiliates thereof, and shall be filed in writ-
ing within 30 days of the date on which the
foreign bank or affiliate thereof first be-
lieves that the security for any outstanding
credit consists of 25 percent or more of any
class of shares of an insured depository insti-
tution.

(ii) CONTENT OF REPORT.—The report under
this paragraph shall indicate the number
and percentage of shares securing each ap-
plicable extension of credit, the identity of
the borrower, and the number of shares held
as principal by the foreign bank and any af-
filiate thereof.

(iii) COPY TO OTHER AGENCIES.—A copy of
any report under this paragraph shall be
filed with the appropriate Federal banking
agency for the foreign bank or any affiliate
thereof (if other than the agency receiving
the report under this paragraph).

(iv) OTHER INFORMATION.—Each appro-
priate Federal banking agency may require
any additional information necessary to
carry out the agency’s supervisory respon-
sibilities.

(E) EXCEPTIONS.—
(i) EXCEPTION WHERE INFORMATION PRO-

VIDED BY BORROWER.—Notwithstanding sub-
paragraph (A), a foreign bank or any affili-
ate thereof shall not be required to report a
transaction under this paragraph if the per-
son or group of persons referred to in such
subparagraph has disclosed the amount bor-
rowed from such foreign bank or any affili-
ate thereof and the security interest of the
foreign bank or any affiliate thereof to the
appropriate Federal banking agency for the
insured depository institution in connection
with a notice filed under this subsection, an
application filed under the Bank Holding
Company Act of 1956 [12 U.S.C. 1841 et seq.],
section 1467a of this title, or any other appli-
cation filed with the appropriate Federal
banking agency for the insured depository
institution as a substitute for a notice under
this subsection, such as an application for
deposit insurance, membership in the Fed-
eral Reserve System, or a national bank
charter.

(ii) EXCEPTION FOR SHARES OWNED FOR MORE
THAN 1 YEAR.—Notwithstanding subpara-
graph (A), a foreign bank and any affiliate
thereof shall not be required to report a
transaction involving—

(I) a person or group of persons that has
been the owner or owners of record of the
stock for a period of 1 year or more; or

(II) stock issued by a newly chartered
bank before the bank’s opening.

(10) The reports required by paragraph (9) of
this subsection shall contain such of the infor-
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mation referred to in paragraph (6) of this sub-
section, and such other relevant information, as
the appropriate Federal banking agency may re-
quire by regulation or by specific request in con-
nection with any particular report.

(11) The Federal banking agency receiving a
notice or report filed pursuant to paragraph (1)
or (9) shall immediately furnish to the other
Federal banking agencies a copy of such notice
or report.

(12) Whenever such a change in control occurs,
each insured depository institution shall report
promptly to the appropriate Federal banking
agency any changes or replacement of its chief
executive officer or of any director occurring in
the next twelve-month period, including in its
report a statement of the past and current busi-
ness and professional affiliations of the new
chief executive officer or directors.

(13) The appropriate Federal banking agencies
are authorized to issue rules and regulations to
carry out this subsection.

(14) Within two years after the effective date
of the Change in Bank Control Act of 1978, and
each year thereafter in each appropriate Federal
banking agency’s annual report to the Congress,
the appropriate Federal banking agency shall
report to the Congress the results of the admin-
istration of this subsection, and make any rec-
ommendations as to changes in the law which in
the opinion of the appropriate Federal banking
agency would be desirable.

(15) INVESTIGATIVE AND ENFORCEMENT AUTHOR-
ITY.—

(A) INVESTIGATIONS.—The appropriate Fed-
eral banking agency may exercise any author-
ity vested in such agency under section 1818(n)
of this title in the course of conducting any
investigation under paragraph (2)(B) or any
other investigation which the agency, in its
discretion, determines is necessary to deter-
mine whether any person has filed inaccurate,
incomplete, or misleading information under
this subsection or otherwise is violating, has
violated, or is about to violate any provision
of this subsection or any regulation prescribed
under this subsection.

(B) ENFORCEMENT.—Whenever it appears to
the appropriate Federal banking agency that
any person is violating, has violated, or is
about to violate any provision of this sub-
section or any regulation prescribed under
this subsection, the agency may, in its discre-
tion, apply to the appropriate district court of
the United States or the United States court
of any territory for—

(i) a temporary or permanent injunction or
restraining order enjoining such person from
violating this subsection or any regulation
prescribed under this subsection; or

(ii) such other equitable relief as may be
necessary to prevent any such violation (in-
cluding divestiture).

(C) JURISDICTION.—
(i) The district courts of the United States

and the United States courts in any terri-
tory shall have the same jurisdiction and
power in connection with any exercise of any
authority by the appropriate Federal bank-
ing agency under subparagraph (A) as such
courts have under section 1818(n) of this
title.

(ii) The district courts of the United
States and the United States courts of any
territory shall have jurisdiction and power
to issue any injunction or restraining order
or grant any equitable relief described in
subparagraph (B). When appropriate, any in-
junction, order, or other equitable relief
granted under this paragraph shall be grant-
ed without requiring the posting of any
bond.

The resignation, termination of employment or
participation, divestiture of control, or separa-
tion of or by an institution-affiliated party (in-
cluding a separation caused by the closing of a
depository institution) shall not affect the juris-
diction and authority of the appropriate Federal
banking agency to issue any notice and proceed
under this subsection against any such party, if
such notice is served before the end of the 6-year
period beginning on the date such party ceased
to be such a party with respect to such deposi-
tory institution (whether such date occurs be-
fore, on, or after August 9, 1989).

(16) CIVIL MONEY PENALTY.—
(A) FIRST TIER.—Any person who violates

any provision of this subsection, or any regu-
lation or order issued by the appropriate Fed-
eral banking agency under this subsection,
shall forfeit and pay a civil penalty of not
more than $5,000 for each day during which
such violation continues.

(B) SECOND TIER.—Notwithstanding subpara-
graph (A), any person who—

(i)(I) commits any violation described in
any clause of subparagraph (A);

(II) recklessly engages in an unsafe or un-
sound practice in conducting the affairs of a
depository institution; or

(III) breaches any fiduciary duty;
(ii) which violation, practice, or breach—

(I) is part of a pattern of misconduct;
(II) causes or is likely to cause more

than a minimal loss to such institution; or
(III) results in pecuniary gain or other

benefit to such person,

shall forfeit and pay a civil penalty of not
more than $25,000 for each day during which
such violation, practice, or breach continues.

(C) THIRD TIER.—Notwithstanding subpara-
graphs (A) and (B), any person who—

(i) knowingly—
(I) commits any violation described in

any clause of subparagraph (A);
(II) engages in any unsafe or unsound

practice in conducting the affairs of a de-
pository institution; or

(III) breaches any fiduciary duty; and

(ii) knowingly or recklessly causes a sub-
stantial loss to such institution or a sub-
stantial pecuniary gain or other benefit to
such person by reason of such violation,
practice, or breach,

shall forfeit and pay a civil penalty in an
amount not to exceed the applicable maximum
amount determined under subparagraph (D)
for each day during which such violation,
practice, or breach continues.

(D) MAXIMUM AMOUNTS OF PENALTIES FOR ANY
VIOLATION DESCRIBED IN SUBPARAGRAPH (C).—
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The maximum daily amount of any civil pen-
alty which may be assessed pursuant to sub-
paragraph (C) for any violation, practice, or
breach described in such subparagraph is—

(i) in the case of any person other than a
depository institution, an amount to not ex-
ceed $1,000,000; and

(ii) in the case of a depository institution,
an amount not to exceed the lesser of—

(I) $1,000,000; or
(II) 1 percent of the total assets of such

institution.

(E) ASSESSMENT; ETC.—Any penalty imposed
under subparagraph (A), (B), or (C) shall be as-
sessed and collected by the appropriate Fed-
eral banking agency in the manner provided in
subparagraphs (E), (F), (G), and (I) of section
1818(i)(2) of this title for penalties imposed
(under such section) and any such assessment
shall be subject to the provisions of such sec-
tion.

(F) HEARING.—The depository institution or
other person against whom any penalty is as-
sessed under this paragraph shall be afforded
an agency hearing if such institution or other
person submits a request for such hearing
within 20 days after the issuance of the notice
of assessment. Section 1818(h) of this title
shall apply to any proceeding under this para-
graph.

(G) DISBURSEMENT.—All penalties collected
under authority of this paragraph shall be de-
posited into the Treasury.

(17) EXCEPTIONS.—This subsection shall not
apply with respect to a transaction which is sub-
ject to—

(A) section 1842 of this title;
(B) section 1828(c) of this title; or
(C) section 1467a of this title.

(18) APPLICABILITY OF CHANGE IN CONTROL PRO-
VISIONS TO OTHER INSTITUTIONS.—For purposes of
this subsection, the term ‘‘insured depository
institution’’ includes—

(A) any depository institution holding com-
pany; and

(B) any other company which controls an in-
sured depository institution and is not a de-
pository institution holding company.

(k) Federal banking agency rules and regula-
tions for reports and public disclosure by
banks of extension of credit to executive offi-
cers or principal shareholders or the related
interests of such persons

The appropriate Federal banking agencies are
authorized to issue rules and regulations, in-
cluding definitions of terms, to require the re-
porting and public disclosure of information by
a bank or any executive officer or principal
shareholder thereof concerning extensions of
credit by the bank to any of its executive offi-
cers or principal shareholders, or the related in-
terests of such persons.
(l) Designation of fund membership for newly in-

sured depository institutions; definitions
For purposes of this section:
(1) Bank Insurance Fund

Any institution which—
(A) becomes an insured depository institu-

tion; and

(B) does not become a Savings Association
Insurance Fund member pursuant to para-
graph (2),

shall be a Bank Insurance Fund member.
(2) Savings Association Insurance Fund

Any savings association, other than any
Federal savings bank chartered pursuant to
section 1464(o) of this title, which becomes an
insured depository institution shall be a Sav-
ings Association Insurance Fund member.
(3) Transition provision

(A) Bank Insurance Fund
Any depository institution the deposits of

which were insured by the Federal Deposit
Insurance Corporation on the day before Au-
gust 9, 1989, including—

(i) any Federal savings bank chartered
pursuant to section 1464(o) of this title;
and

(ii) any cooperative bank,

shall be a Bank Insurance Fund member as
of August 9, 1989.
(B) Savings Association Insurance Fund

Any savings association which is an in-
sured depository institution by operation of
section 1814(a)(2) of this title shall be a Sav-
ings Association Insurance Fund member as
of August 9, 1989.

(4) Bank Insurance Fund member
The term ‘‘Bank Insurance Fund member’’

means any depository institution the deposits
of which are insured by the Bank Insurance
Fund.
(5) Savings Association Insurance Fund mem-

ber
The term ‘‘Savings Association Insurance

Fund member’’ means any depository institu-
tion the deposits of which are insured by the
Savings Association Insurance Fund.
(6) Bank Insurance Fund reserve ratio

The term ‘‘Bank Insurance Fund reserve
ratio’’ means the ratio of the net worth of the
Bank Insurance Fund to the value of the ag-
gregate estimated insured deposits held in all
Bank Insurance Fund members.
(7) Savings Association Insurance Fund re-

serve ratio
The term ‘‘Savings Association Insurance

Fund reserve ratio’’ means the ratio of the net
worth of the Savings Association Insurance
Fund to the value of the aggregate estimated
insured deposits held in all Savings Associa-
tion Insurance Fund members.

(m) Secondary reserve offsets against premiums
(1) Offsets in calendar years beginning before

1993
Subject to the maximum amount limitation

contained in paragraph (2) and notwithstand-
ing any other provision of law, any insured
savings association may offset such associa-
tion’s pro rata share of the statutorily pre-
scribed amount against any premium assessed
against such association under subsection (b)
of this section for any calendar year beginning
before 1993.
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4 See References in Text note below.

(2) Annual maximum amount limitation
The amount of any offset allowed for any

savings association under paragraph (1) for
any calendar year beginning before 1993 shall
not exceed an amount which is equal to 20 per-
cent of such association’s pro rata share of the
statutorily prescribed amount (as computed
for such calendar year).
(3) Offsets in calendar years beginning after

1992
Notwithstanding any other provision of law,

a savings association may offset such associa-
tion’s pro rata share of the statutorily pre-
scribed amount against any premium assessed
against such association under subsection (b)
of this section for any calendar year beginning
after 1992.
(4) Transferability

No right, title, or interest of any insured de-
pository institution in or with respect to its
pro rata share of the secondary reserve shall
be assignable or transferable whether by oper-
ation of law or otherwise, except to the extent
that the Corporation may provide for transfer
of such pro rata share in cases of merger or
consolidation, transfer of bulk assets or as-
sumption of liabilities, and similar trans-
actions, as defined by the Corporation for pur-
poses of this paragraph.
(5) Pro rata distribution on termination of in-

sured status
If—

(A) the status of any savings association
as an insured depository institution is ter-
minated pursuant to any provision of section
1818 of this title or the insurance of accounts
of any such institution is otherwise termi-
nated;

(B) a receiver or other legal custodian is
appointed for the purpose of liquidation or
winding up the affairs of any savings asso-
ciation; or

(C) the Corporation makes a determina-
tion that for the purposes of this subsection
any savings association has otherwise gone
into liquidation,

the Corporation shall pay in cash to such in-
stitution its pro rata share of the secondary
reserve, in accordance with such terms and
conditions as the Corporation may prescribe,
or, at the option of the Corporation, the Cor-
poration may apply the whole or any part of
the amount which would otherwise be paid in
cash toward the payment of any indebtedness
or obligation, whether matured or not, of such
institution to the Corporation, existing or
arising before such payment in cash. Such
payment or such application need not be made
to the extent that the provisions of the excep-
tion in paragraph (4) are applicable.
(6) ��Statutorily prescribed amount�� defined

For purposes of this subsection, the term
‘‘statutorily prescribed amount’’ means, with
respect to any calendar year which ends after
August 9, 1989—

(A) $823,705,000, minus
(B) the sum of—

(i) the aggregate amount of offsets made
before August 9, 1989, by all insured insti-

tutions under section 404(e)(2) 4 of the Na-
tional Housing Act [12 U.S.C. 1727(e)(2)] (as
in effect before August 9, 1989); and

(ii) the aggregate amount of offsets made
by all savings associations under this sub-
section before the beginning of such cal-
endar year.

(7) Savings association�s pro rata amount
For purposes of this subsection, any savings

association’s pro rata share of the statutorily
prescribed amount is the percentage which is
equal to such association’s share of the sec-
ondary reserve as determined under section
404(e) 4 of the National Housing Act on the day
before the date on which the Federal Savings
and Loan Insurance Corporation ceased to rec-
ognize the secondary reserve (as such Act [12
U.S.C. 1701 et seq.] was in effect on the day be-
fore such date).

(8) Year of enactment rule
With respect to the calendar year in which

the Financial Institutions Reform, Recovery,
and Enforcement Act of 1989 is enacted, the
Corporation shall make such adjustments as
may be necessary—

(A) in the computation of the statutorily
prescribed amount which shall be applicable
for the remainder of such calendar year after
taking into account the aggregate amount
of offsets by all insured institutions under
section 404(e)(2) 4 of the National Housing
Act [12 U.S.C. 1727(e)(2)] (as in effect before
August 9, 1989) after the beginning of such
calendar year and before August 9, 1989; and

(B) in the computation of the maximum
amount of any savings association’s offset
for such calendar year under paragraph (1)
after taking into account—

(i) the amount of any offset by such sav-
ings association under section 404(e)(2) 4 of
the National Housing Act (as in effect be-
fore August 9, 1989) after the beginning of
such calendar year and before August 9,
1989; and

(ii) the change of such association’s pre-
mium year from the 1-year period applica-
ble under section 404(b) 4 of the National
Housing Act (as in effect before August 9,
1989) to a calendar year basis.

(n) Collections on behalf of Director of Office of
Thrift Supervision

When requested by the Director of the Office
of Thrift Supervision, the Corporation shall col-
lect on behalf of the Director assessments on
savings associations levied by the Director
under section 1467 of this title. The Corporation
shall be reimbursed for its actual costs for the
collection of such assessments. Any such assess-
ments by the Director shall be in addition to
any amounts assessed by the Corporation, the
Financing Corporation, and the Resolution
Funding Corporation.

(Sept. 21, 1950, ch. 967, § 2[7], 64 Stat. 876; Pub. L.
86–671, §§ 2, 3, July 14, 1960, 74 Stat. 547–551; Pub.
L. 88–593, Sept. 12, 1964, 78 Stat. 940; Pub. L.
89–695, title II, § 201, title III, § 301(b), Oct. 16,
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1966, 80 Stat. 1046, 1055; Pub. L. 91–151, § 7(a)(2),
Dec. 23, 1969, 83 Stat. 375; Pub. L. 91–609, title IX,
§ 910(g), (h), Dec. 31, 1970, 84 Stat. 1812; Pub. L.
93–495, title I, §§ 101(a)(2), 102(a)(2), Oct. 28, 1974,
88 Stat. 1500, 1502; Pub. L. 95–369, § 6(c)(8)–(13),
Sept. 17, 1978, 92 Stat. 617, 618; Pub. L. 95–630,
title III, §§ 302, 310, title VI, § 602, title IX, § 901,
Nov. 10, 1978, 92 Stat. 3676, 3678, 3683, 3693; Pub.
L. 96–221, title III, § 308(a)(1)(B), (d), Mar. 31, 1980,
94 Stat. 147, 148; Pub. L. 97–110, title I, § 103(b),
Dec. 26, 1981, 95 Stat. 1514; Pub. L. 97–320, title I,
§§ 113(d)–(f), (q), 117, title IV, § 429, Oct. 15, 1982, 96
Stat. 1473, 1475, 1479, 1527; Pub. L. 99–570, title I,
§ 1360, Oct. 27, 1986, 100 Stat. 3207–29; Pub. L.
100–86, title V, § 505(a), Aug. 10, 1987, 101 Stat. 633;
Pub. L. 101–73, title II, §§ 201, 208, title IX,
§§ 905(c), 907(d), 911(c), 931(a), Aug. 9, 1989, 103
Stat. 187, 206, 460, 468, 479, 493; Pub. L. 101–508,
title II, §§ 2002–2004, Nov. 5, 1990, 104 Stat.
1388–14—1388–16; Pub. L. 102–242, title I, §§ 103(b),
104, 113(c)(1), 141(c), title II, §§ 205, 232(b), 233(c),
title III, §§ 302(a), (b), (e)(3), (4), formerly (e)(2),
(3), 311(a)(2), (b)(3), 313(a), title IV, § 474, Dec. 19,
1991, 105 Stat. 2238, 2247, 2277, 2292, 2310, 2314, 2345,
2348, 2349, 2363, 2365, 2368, 2386; Pub. L. 102–550,
title IX, § 931(a), (b), title XVI, §§ 1603(a)(1), (3),
1604(b)(1), (3), 1605(a)(2), (5)(A), (6), (b)(1), (2),
1606(i)(1), Oct. 28, 1992, 106 Stat. 3888, 4078, 4083,
4085–4087, 4089; Pub. L. 102–558, title III, §§ 303(a),
(b)(1), (3), (6)(A), (7), (8), 305, Oct. 28, 1992, 106
Stat. 4224–4226; Pub. L. 103–204, §§ 8(h), 38(a), Dec.
17, 1993, 107 Stat. 2388, 2416; Pub. L. 103–325, title
III, §§ 305(b), 308(b), 348, title VI, § 602(a)(4)–(10),
Sept. 23, 1994, 108 Stat. 2217, 2218, 2241, 2288; Pub.
L. 104–208, div. A, title II, §§ 2226, 2703(b),
2704(d)(6)(B), (14)(G), 2706–2708, Sept. 30, 1996, 110
Stat. 3009–417, 3009–485, 3009–488, 3009–491,
3009–496, 3009–497; Pub. L. 106–569, title XII,
§ 1231(a), Dec. 27, 2000, 114 Stat. 3036.)

REFERENCES IN TEXT

For effective date of amendments made by section
302(a) of the Federal Deposit Insurance Corporation Im-
provement Act of 1991, referred to in subsec. (b)(2)(F),
see section 302(g) of Pub. L. 102–242, set out as an Effec-
tive Date of 1991 Amendment note below.

The Bank Enterprise Act of 1991, referred to in sub-
sec. (b)(2)(H), is subtitle C (§§ 231–234) of title II of Pub.
L. 102–242, Dec. 19, 1991, 105 Stat. 2308–2315, which en-
acted sections 1834 to 1834b of this title, amended this
section, and enacted provisions set out as a note under
section 1811 of this title. For complete classification of
this Act to the Code, see Short Title of 1991 Amend-
ment note set out under section 1811 of this title and
Tables.

Section 2704 of the Deposit Insurance Funds Act of
1996, referred to in subsec. (e)(2)(A)(i), is section 2704 of
Pub. L. 104–208. For complete classification of this sec-
tion to the Code, see section 2704(c) of Pub. L. 104–208,
set out as an Effective Date of 1996 Amendment note
under section 1821 of this title and Tables.

The National Bank Act, referred to in subsec. (h), is
act June 3, 1864, ch. 106, 13 Stat. 99, as amended, which
is classified principally to chapter 2 (§ 21 et seq.) of this
title. For complete classification of this Act to the
Code, see References in Text note set out under section
38 of this title.

The Federal Reserve Act, referred to in subsec. (h), is
act Dec. 23, 1913, ch. 6, 38 Stat. 251, as amended, which
is classified principally to chapter 3 (§ 221 et seq.) of
this title. For complete classification of this Act to the
Code, see References in Text note set out under section
226 of this title and Tables.

The Bank Holding Company Act of 1956, referred to in
subsec. (j)(9)(E)(i), is act May 9, 1956, ch. 240, 70 Stat.

133, as amended, which is classified principally to chap-
ter 17 (§ 1841 et seq.) of this title. For complete classi-
fication of this Act to the Code, see Short Title note
set out under section 1841 of this title and Tables.

For effective date of the Change in Bank Control Act
of 1978 [title VI of Pub. L. 95–630], referred to in subsec.
(j)(14), see section 2101 of Pub. L. 95–630, set out as an
Effective Date note under section 375b of this title.

The National Housing Act, referred to in subsec.
(m)(6) to (8), is act June 27, 1934, ch. 847, 48 Stat. 1246,
as amended, which is classified principally to chapter
13 (§ 1701 et seq.) of this title. Section 404 of the Na-
tional Housing Act, is section 1727 of this title, as such
section was in effect prior to repeal by Pub. L. 101–73,
title IV, § 407, Aug. 9, 1989, 103 Stat. 363. For complete
classification of this Act to the Code, see section 1701
of this title and Tables.

The calendar year in which the Financial Institutions
Reform, Recovery, and Enforcement Act of 1989 is en-
acted, referred to in subsec. (m)(8), means the calendar
year in which Pub. L. 101–73 was enacted. Such Act was
approved Aug. 9, 1989.

PRIOR PROVISIONS

Section is derived from subsec. (h) of former section
264 of this title. See Codification note under section
1811 of this title.

AMENDMENTS

2000—Subsec. (b)(2)(E)(iii). Pub. L. 106–569 amended
directory language of Pub. L. 104–208, § 2707. See 1996
Amendment note below.

1996—Subsec. (b)(1)(D). Pub. L. 104–208,
§ 2704(d)(14)(G)(i), which directed substitution of ‘‘the
Deposit Insurance Fund’’ for ‘‘each deposit insurance
fund’’, was not executed. See Effective Date of 1996
Amendment note below.

Subsec. (b)(2)(A)(i). Pub. L. 104–208, § 2708(a), inserted
‘‘when necessary, and only to the extent necessary’’
after ‘‘insured depository institutions’’ in introductory
provisions.

Subsec. (b)(2)(A)(i)(I). Pub. L. 104–208,
§ 2704(d)(14)(G)(ii), which directed substitution of ‘‘the
Deposit Insurance Fund’’ for ‘‘each deposit insurance
fund’’, was not executed. See Effective Date of 1996
Amendment note below.

Subsec. (b)(2)(A)(iii). Pub. L. 104–208, § 2708(b), amend-
ed heading and text of cl. (iii) generally. Prior to
amendment, text read as follows: ‘‘The semiannual as-
sessment for each member of a deposit insurance fund
shall be not less than $1,000.’’

Pub. L. 104–208, § 2704(d)(14)(G)(iii), which directed
substitution of ‘‘the Deposit Insurance Fund’’ for ‘‘a de-
posit insurance fund’’, was not executed. See Effective
Date of 1996 Amendment note below.

Subsec. (b)(2)(A)(iv). Pub. L. 104–208,
§ 2704(d)(14)(G)(ii), (iv), which directed substitution of
‘‘the Deposit Insurance Fund’’ for ‘‘each deposit insur-
ance fund’’ and striking out cl. (iv), was not executed.
See Effective Date of 1996 Amendment note below.

Subsec. (b)(2)(A)(v). Pub. L. 104–208, § 2708(c), added cl.
(v).

Subsec. (b)(2)(B). Pub. L. 104–208, § 2704(d)(6)(B)(iii),
which directed the striking of subpar. (B) and the re-
designation of subpar. (C) as (B), was not executed. See
Effective Date of 1996 Amendment note below.

Subsec. (b)(2)(C). Pub. L. 104–208, § 2704(d)(6)(B)(iii),
(14)(G)(v), which directed the redesignation of subpar.
(E) as (C) and substitution of ‘‘the Deposit Insurance
Fund’’ for ‘‘any deposit insurance fund’’ and ‘‘the De-
posit Insurance Fund’’ for ‘‘that fund’’ wherever ap-
pearing, was not executed. See Effective Date of 1996
Amendment note below.

Subsec. (b)(2)(D). Pub. L. 104–208, § 2704(d)(6)(B)(iii),
(14)(G)(vi), which directed the redesignation of subpar.
(G) as (D) and substitution of ‘‘fund achieves’’ for
‘‘funds achieve’’ in heading and ‘‘the Deposit Insurance
Fund’’ for ‘‘a deposit insurance fund’’ in text, was not
executed. See Effective Date of 1996 Amendment note
below.
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Pub. L. 104–208, § 2703(b), struck out heading and text
of subpar. (D). Text read as follows: ‘‘Notwithstanding
any other provision of this paragraph, amounts as-
sessed by the Financing Corporation under section 1441
of this title against Savings Association Insurance
Fund members shall be subtracted from the amounts
authorized to be assessed by the Corporation under this
paragraph.’’

Subsec. (b)(2)(E). Pub. L. 104–208, § 2704(d)(6)(B)(iii),
which directed the redesignation of subpar. (H) as (E),
was not executed. See Effective Date of 1996 Amend-
ment note below.

Subsec. (b)(2)(E)(iii). Pub. L. 104–208, § 2707, as amend-
ed by Pub. L. 106–569, added cl. (iii).

Subsec. (b)(2)(F) to (H). Pub. L. 104–208,
§ 2704(d)(6)(B)(iii), which directed the striking of subpar.
(F) and the redesignation of subpars. (G) and (H) as (D)
and (E), respectively, was not executed. See Effective
Date of 1996 Amendment note below.

Subsec. (b)(3). Pub. L. 104–208, § 2704(d)(14)(G)(vii)(I),
which directed substitution of ‘‘fund’’ for ‘‘funds’’ in
heading, was not executed. See Effective Date of 1996
Amendment note below.

Subsec. (b)(3)(A). Pub. L. 104–208,
§ 2704(d)(14)(G)(vii)(II)–(V), which directed substitution
of ‘‘If’’ for ‘‘Except as provided in paragraph (2)(F), if’’,
‘‘the Deposit Insurance Fund’’ for ‘‘any deposit insur-
ance fund’’, and ‘‘insured depository institutions’’ for
‘‘members of that fund’’ in introductory provisions and
directed substitution of ‘‘the Deposit Insurance Fund’’
for ‘‘that fund’’ in cl. (i), was not executed. See Effec-
tive Date of 1996 Amendment note below.

Subsec. (b)(3)(B). Pub. L. 104–208,
§ 2704(d)(14)(G)(vii)(III), which directed substitution of
‘‘the Deposit Insurance Fund’’ for ‘‘that fund’’, was not
executed. See Effective Date of 1996 Amendment note
below.

Subsec. (b)(3)(C), (D). Pub. L. 104–208,
§ 2704(d)(14)(G)(vii)(VI), which directed the striking of
subpars. (C) and (D) and the addition of a new subpar.
(C), was not executed. See Effective Date of 1996
Amendment note below.

Subsec. (b)(6). Pub. L. 104–208, § 2704(d)(14)(G)(viii),
which directed the amendment of par. (6) by substitut-
ing ‘‘any such assessment is necessary’’ for ‘‘any such
assessment’’ in introductory provisions, striking sub-
par. (A) designation, introductory provisions, and sub-
par. (B), redesignating cls. (i) to (iii) of subpar. (A) as
subpars. (A) to (C), respectively, realigning margins,
and substituting period for ‘‘; and’’ at end of subpar.
(C), was not executed. See Effective Date of 1996
Amendment note below.

Subsec. (e). Pub. L. 104–208, § 2706, inserted heading
and amended text of subsec. (e) generally. Prior to
amendment, text read as follows: ‘‘The Corporation (1)
may refund to an insured depository institution any
payment of assessment in excess of the amount due to
the Corporation or (2) may credit such excess toward
the payment of the assessment next becoming due from
such depository institution and upon succeeding assess-
ments until the credit is exhausted.’’

Subsec. (j)(9)(A). Pub. L. 104–208, § 2226(1), substituted
‘‘foreign bank, or any affiliate thereof,’’ for ‘‘financial
institution and any affiliate of any financial institu-
tion’’ and ‘‘by the foreign bank or any affiliate thereof’’
for ‘‘by the financial institution and such institution’s
affiliates’’.

Subsec. (j)(9)(B). Pub. L. 104–208, § 2226(2)(A), sub-
stituted ‘‘paragraph, the following definitions shall
apply:’’ for ‘‘paragraph—’’ in introductory provisions.

Subsec. (j)(9)(B)(i). Pub. L. 104–208, § 2226(2)(B), added
cl. (i) and struck out heading and text of former cl. (i).
Text read as follows: ‘‘The term ‘financial institution’
means any insured depository institution and any for-
eign bank that is subject to the provisions of the Bank
Holding Company Act of 1956 by virtue of section
3106(a) of this title.’’

Subsec. (j)(9)(B)(iii). Pub. L. 104–208, § 2226(2)(C), sub-
stituted ‘‘foreign bank or any affiliate thereof’’ for ‘‘fi-
nancial institution’’ in introductory provisions.

Subsec. (j)(9)(C). Pub. L. 104–208, § 2226(3), substituted
‘‘foreign bank or any affiliate thereof’’ for ‘‘financial
institution or any of its affiliates’’ before ‘‘as prin-
cipal’’ and for ‘‘financial institution or its affiliates’’
before ‘‘has a security interest’’.

Subsec. (j)(9)(D)(i). Pub. L. 104–208, § 2226(4)(A), sub-
stituted ‘‘the foreign bank and all affiliates thereof’’
for ‘‘the financial institution and all affiliates of the
institution’’ and ‘‘foreign bank or affiliate thereof’’ for
‘‘financial institution or any such affiliate’’.

Subsec. (j)(9)(D)(ii), (iii). Pub. L. 104–208, § 2226(4)(B),
(C), substituted ‘‘foreign bank and any affiliate there-
of’’ for ‘‘financial institution and any affiliate of such
institution’’ before period at end of cl. (ii) and ‘‘foreign
bank or any affiliate thereof’’ for ‘‘financial institu-
tion’’ before parenthetical at end of cl. (iii).

Subsec. (j)(9)(E)(i). Pub. L. 104–208, § 2226(5)(A), sub-
stituted ‘‘subparagraph (A), a foreign bank or any affil-
iate thereof’’ for ‘‘subparagraph (A), a financial institu-
tion and the affiliates of such institution’’ and sub-
stituted ‘‘foreign bank or any affiliate thereof’’ for ‘‘in-
stitution or affiliate’’ in two places.

Subsec. (j)(9)(E)(ii). Pub. L. 104–208, § 2226(5)(B), sub-
stituted ‘‘foreign bank and any affiliate thereof’’ for
‘‘financial institution and any affiliate of such institu-
tion’’.

Subsecs. (l) to (n). Pub. L. 104–208, § 2704(d)(6)(B)(i),
(ii), which directed the striking of subsec. (l) and the
redesignation of subsecs. (m) and (n) as (l) and (m), re-
spectively, was not executed. See Effective Date of 1996
Amendment note below.

1994—Subsec. (a)(1). Pub. L. 103–325, § 308(b), struck
out after third sentence ‘‘The Board of Directors may
require reports of condition to be published in such
manner, not inconsistent with any applicable law, as it
may direct.’’

Subsec. (a)(2)(A). Pub. L. 103–325, § 305(b), inserted
‘‘and, with respect to any State depository institution,
any appropriate State bank supervisor for such institu-
tion,’’ after ‘‘The Corporation’’ in first sentence.

Subsec. (a)(3). Pub. L. 103–325, § 602(a)(4), struck out
‘‘Chairman of the’’ before ‘‘Director of the Office of
Thrift Supervision’’.

Subsec. (a)(9). Pub. L. 103–325, § 348, inserted at end
‘‘In prescribing reporting and other requirements for
the collection of actual and accurate information pur-
suant to this paragraph, the Corporation shall mini-
mize the regulatory burden imposed upon insured de-
pository institutions that are well capitalized (as de-
fined in section 1831o of this title) while taking into ac-
count the benefit of the information to the Corpora-
tion, including the use of the information to enable the
Corporation to more accurately determine the total
amount of insured deposits in each insured depository
institution for purposes of compliance with this chap-
ter.’’

Subsec. (b)(3)(C). Pub. L. 103–325, § 602(a)(5), struck out
first period at end.

Subsec. (j)(2)(A). Pub. L. 103–325, § 602(a)(6), in third
sentence substituted ‘‘this paragraph’’ for ‘‘this section
(j)(2)’’ and ‘‘this subsection (j)(2)’’, respectively.

Subsec. (j)(7)(A). Pub. L. 103–325, § 602(a)(7), sub-
stituted ‘‘monopolize’’ for ‘‘monoplize’’ after ‘‘conspir-
acy to’’.

Subsec. (l)(7). Pub. L. 103–325, § 602(a)(8), substituted
‘‘the ratio of’’ for ‘‘the ratio of the value of’’.

Subsec. (m)(5)(A). Pub. L. 103–325, § 602(a)(9), sub-
stituted ‘‘such institution’’ for ‘‘savings association in-
stitution’’.

Subsec. (m)(7). Pub. L. 103–325, § 602(a)(10), inserted
‘‘the’’ before ‘‘Federal’’.

1993—Subsec. (b)(3)(C). Pub. L. 103–204, § 8(h), sub-
stituted ‘‘and such amendment may extend the date
specified in subparagraph (B) to such later date as the
Corporation determines will, over time, maximize the
amount of semiannual assessments received by the
Savings Association Insurance Fund, net of insurance
losses incurred by the Fund.’’ for ‘‘, but such amend-
ments may not extend the date specified in subpara-
graph (B)’’.
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Subsec. (i)(3), (4). Pub. L. 103–204, § 38(a), added par. (3)
and redesignated former par. (3) as (4).

1992—Subsec. (a). Pub. L. 102–558, § 303(b)(1), amended
directory language of Pub. L. 102–242, § 232(b)(1). See
1991 Amendment note below. Pub. L. 102–550, § 1604(b)(1),
which contained a similar amendment, was repealed,
effective Oct. 28, 1992, by Pub. L. 102–558, § 305, set out
as a Repeal of Duplicative Provisions note under sec-
tion 1815 of this title.

Subsec. (a)(5). Pub. L. 102–558, § 303(b)(6)(A), amended
directory language of Pub. L. 102–242, § 302(e). See 1991
Amendment note below. Pub. L. 102–550, § 1605(a)(5)(A),
which contained an identical amendment, was repealed,
effective Oct. 28, 1992, by Pub. L. 102–558, § 305, set out
as a Repeal of Duplicative Provisions note under sec-
tion 1815 of this title.

Subsec. (a)(9), (10). Pub. L. 102–550, § 1606(i)(1), redesig-
nated par. (9), relating to designation of debtor or
bankrupt corporation or transaction with such a cor-
poration as highly leveraged, as (10).

Subsec. (b)(1)(A)(iii). Pub. L. 102–550, § 1603(a)(1), sub-
stituted ‘‘assessment rate.’’ for ‘‘assessment.’’

Subsec. (b)(2). Pub. L. 102–558, § 303(a), struck out
comma after ‘‘members’’ in subpar. (D) and added sub-
par. (H). Pub. L. 102–550, § 1605(a)(2), which contained an
identical amendment, was repealed, effective Oct. 28,
1992, by Pub. L. 102–558, § 305, set out as a Repeal of Du-
plicative Provisions note under section 1815 of this
title.

Subsec. (b)(2)(A)(iii)(I). Pub. L. 102–550, § 931(b),
amended subcl. (I) generally. Prior to amendment,
subcl. (I) read as follows: ‘‘1⁄2 the assessment rate appli-
cable with respect to such deposits pursuant to para-
graph (10) during that semiannual assessment period;
and’’.

Subsec. (b)(6). Pub. L. 102–558, § 303(b)(7), added par.
(6). Pub. L. 102–550, § 1603(a)(3), which contained an iden-
tical amendment, was repealed, effective Oct. 28, 1992,
by Pub. L. 102–558, § 305, set out as a Repeal of Duplica-
tive Provisions note under section 1815 of this title.

Subsec. (b)(6)(D). Pub. L. 102–550, § 1605(b)(1), added
subpar. (D) and struck out former subpar. (D) which
read as follows: ‘‘any liability of the insured depository
institution which is not treated as an insured deposit
pursuant to section 1821(a)(8) of this title.’’

Subsec. (b)(7). Pub. L. 102–558, § 303(b)(8), added par.
(7). Pub. L. 102–550, § 1605(a)(6), which contained an iden-
tical amendment, was repealed, effective Oct. 28, 1992,
by Pub. L. 102–558, § 305, set out as a Repeal of Duplica-
tive Provisions note under section 1815 of this title.

Subsec. (b)(10). Pub. L. 102–550, § 931(a), substituted
‘‘at an assessment rate to be determined by the Cor-
poration by regulation. Such assessment rate may not
be less than 1⁄2 the maximum assessment rate.’’ for ‘‘at
the assessment rate of 1⁄2 the maximum rate.’’

Subsec. (c)(4). Pub. L. 102–550, § 1605(b)(2), added par.
(4) and substituted ‘‘paragraph (1)’’ for ‘‘paragraph (1)
or (2)’’ wherever appearing.

Subsec. (d). Pub. L. 102–558, § 303(b)(6)(A), amended di-
rectory language of Pub. L. 102–242, § 302(e). See 1991
Amendment note below. Pub. L. 102–550, § 1605(a)(5)(A),
which contained an identical amendment, was repealed,
effective Oct. 28, 1992, by Pub. L. 102–558, § 305, set out
as a Repeal of Duplicative Provisions note under sec-
tion 1815 of this title.

Subsec. (d)(5). Pub. L. 102–558, § 303(b)(3), made tech-
nical amendment to reference to section 1834b of this
title, to correct underlying provisions of original act.
Pub. L. 102–550, § 1604(b)(3), which contained an iden-
tical amendment, was repealed, effective Oct. 28, 1992,
by Pub. L. 102–558, § 305, set out as a Repeal of Duplica-
tive Provisions note under section 1815 of this title.

1991—Subsec. (a). Pub. L. 102–242, § 474, added par. (9)
relating to designation of debtor or bankrupt corpora-
tion or transaction with such a corporation as highly
leveraged.

Pub. L. 102–242, § 232(b)(1), as amended by Pub. L.
102–558, § 303(b)(1), added par. (6) and redesignated
former pars. (6) to (8) as (7) to (9), respectively.

Pub. L. 102–242, § 141(c), amended par. (8) generally,
substituting provisions relating to data collections for

provisions which required that the reports of condi-
tions made by depository institutions be provided to
auditors which had made independent audits of insured
depository institutions within the past two years and
that such reports also include specified additional in-
formation. Par. (8) subsequently redesignated (9), see
above.

Subsec. (a)(5). Pub. L. 102–242, § 302(e)(3), as renum-
bered by Pub. L. 102–558, § 303(b)(6)(A), struck out ‘‘and
for the computation of assessments provided in sub-
section (b) of this section’’ after ‘‘For this purpose’’.

Subsec. (b). Pub. L. 102–242, § 302(a), amended subsec.
(b) generally, revising and restating as pars. (1) to (5)
provisions of former pars. (1) to (11).

Subsec. (b)(1)(A)(iii). Pub. L. 102–242, § 104(b), added cl.
(iii) and struck out former cl. (iii) which read as fol-
lows: ‘‘DEADLINE FOR ANNOUNCING RATE CHANGES.—The
Corporation shall announce any change in assessment
rates.—

‘‘(I) for the semiannual period beginning on Janu-
ary 1 and ending on June 30, not later than the pre-
ceding November 1; and

‘‘(II) for the semiannual period beginning on July 1
and ending on December 31, not later than the preced-
ing May 1.’’
Subsec. (b)(1)(C). Pub. L. 102–242, § 104(a), amended

subpar. (C) generally. Prior to amendment, subpar. (C)
read as follows: ‘‘ASSESSMENT RATE FOR BANK INSURANCE
FUND MEMBERS.—

‘‘(i) IN GENERAL.—The assessment rate for Bank In-
surance Fund members shall be the greater of 0.15 per-
cent or such rate as the Board of Directors, in its sole
discretion, determines to be appropriate—

‘‘(I) to maintain the reserve ratio at the designated
reserve ratio; or

‘‘(II) if the reserve ratio is less than the designated
reserve ratio, to increase the reserve ratio to the des-
ignated reserve ratio within a reasonable period of
time.
‘‘(ii) FACTORS TO BE CONSIDERED.—In making any de-

termination under clause (i), the Board of Directors
shall consider the Bank Insurance Fund’s expected op-
erating expenses, case resolution expenditures, and in-
come, the effect of the assessment rate on members’
earnings and capital, and such other factors as the
Board of Directors may deem appropriate.

‘‘(iii) MINIMUM ASSESSMENT.—Notwithstanding clause
(i), the assessment shall not be less than $1,000 for each
member in each year.’’

Subsec. (b)(2)(A)(i)(II). Pub. L. 102–242, § 232(b)(3)(A),
added subcl. (II) and struck out former subcl. (II) which
read as follows: ‘‘such Bank Insurance Fund member’s
average assessment base for the immediately preceding
semiannual period; and’’.

Subsec. (b)(2)(A)(ii)(II). Pub. L. 102–242, § 232(b)(3)(B),
added subcl. (II) and struck out former subcl. (II) which
read as follows: ‘‘such Savings Association Insurance
Fund member’s average assessment base for the imme-
diately preceding semiannual period.’’

Subsec. (b)(2)(A)(iii). Pub. L. 102–242, § 232(b)(3)(C),
added cl. (iii).

Subsec. (b)(6)(D). Pub. L. 102–242, § 311(a)(2), added
subpar. (D).

Subsec. (b)(7) to (9). Pub. L. 102–242, § 103(b), added
par. (7) and redesignated former pars. (7) and (8) as (8)
and (9), respectively. Former par. (9) redesignated (10).

Subsec. (b)(10). Pub. L. 102–242, § 232(b)(2), added par.
(10) and redesignated former par. (10) as (11).

Pub. L. 102–242, § 113(c)(1), inserted ‘‘or section 1820(e)
of this title’’ after ‘‘under this section’’.

Pub. L. 102–242, § 103(b)(1), redesignated par. (9) as (10).
Subsec. (b)(11). Pub. L. 102–242, § 232(b)(2), redesig-

nated par. (10) as (11).
Subsec. (c). Pub. L. 102–242, § 302(b), amended subsec.

(c) generally, revising and restating as pars. (1) to (3)
provisions of former pars. (1) to (5).

Subsec. (c)(5). Pub. L. 102–242, § 313(a), added par. (5).
Subsec. (d). Pub. L. 102–242, § 302(e)(4), as renumbered

by Pub. L. 102–558, § 303(b)(6)(A), amended subsec. (d)
generally, substituting provisions exempting Corpora-
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tion from apportionment for purposes of chapter 15 of
title 31 for provisions relating to assessment credits.

Subsec. (d)(1)(A). Pub. L. 102–242, § 233(c)(2)(A), in-
serted ‘‘(other than credits allowed pursuant to para-
graph (4))’’ after ‘‘amount to be credited’’.

Subsec. (d)(1)(B). Pub. L. 102–242, § 233(c)(2)(B), in-
serted ‘‘(taking into account any assessment credit al-
lowed pursuant to paragraph (4))’’ after ‘‘should be re-
duced’’.

Subsec. (d)(4) to (7). Pub. L. 102–242, § 233(c)(1), added
pars. (4) and (5) and redesignated former pars. (4) and (5)
as (6) and (7), respectively.

Subsec. (i). Pub. L. 102–242, § 311(b)(3), amended sub-
sec. (i) generally. Prior to amendment, subsec. (i) read
as follows: ‘‘Except with respect to trust funds which
are owned by a depositor referred to in paragraph (2) of
section 1821(a) of this title, trust funds held by an in-
sured depository institution in a fiduciary capacity
whether held in its trust department or held or depos-
ited in any other department of the fiduciary deposi-
tory institution shall be insured in an amount not to
exceed $100,000 for each trust estate, and when depos-
ited by the fiduciary depository institution in another
insured depository institution such trust fund shall be
similarly insured to the fiduciary depository institu-
tion according to the trust estates represented. Not-
withstanding any other provision of this chapter, such
insurance shall be separate from and additional to that
covering other deposits of the owners of such trust
funds or the beneficiaries of such trust estates. The
Board of Directors shall have power by regulation to
prescribe the manner of reporting and of depositing
such trust funds.’’

Subsec. (j)(9). Pub. L. 102–242, § 205, amended par. (9)
generally. Prior to amendment, par. (9) read as follows:
‘‘Whenever any insured depository institution makes a
loan or loans, secured, or to be secured, by 25 per cen-
tum or more of the outstanding voting stock of an in-
sured depository institution, the president or other
chief executive officer of the lending bank shall
promptly report such fact to the appropriate Federal
banking agency of the bank whose stock secures the
loan or loans upon obtaining knowledge of such loan or
loans, except that no report need be made in those
cases where the borrower has been the owner of record
of the stock for a period of one year or more or where
the stock is that of the newly organized bank prior to
its opening.’’

1990—Subsec. (b)(1)(A). Pub. L. 101–508, § 2003(a),
amended subpar. (A) generally. Prior to amendment,
subpar. (A) read as follows:

‘‘(A) ANNUAL ASSESSMENT RATES PRESCRIBED.—
‘‘(i) The Corporation shall set assessment rates for

insured depository institutions annually.
‘‘(ii) The Corporation shall fix the annual assess-

ment rate of Bank Insurance Fund members inde-
pendently from the annual assessment rate for Sav-
ings Association Insurance Fund members.

‘‘(iii) The Corporation shall, by September 30 of
each year, announce the assessment rates for the suc-
ceeding calendar year.’’
Subsec. (b)(1)(B)(i)(II), (ii)(II). Pub. L. 101–508,

§ 2004(1), struck out ‘‘, not exceeding 1.50 percent,’’
after ‘‘insured deposits’’.

Subsec. (b)(1)(B)(iii). Pub. L. 101–508, § 2004(2), inserted
‘‘and’’ after ‘‘Fund;’’ in subcl. (I), redesignated subcl.
(IV) as (II) and struck out former subcls. (II) and (III)
which read as follows:

‘‘(II) allocate each calendar quarter to an Earnings
Participation Account in the Bank Insurance Fund the
investment income earned by the Bank Insurance Fund
on such Supplemental Reserves in the preceding cal-
endar quarter;

‘‘(III) distribute such Earnings Participation Account
at the conclusion of each calendar year to Bank Insur-
ance Fund members; and’’.

Subsec. (b)(1)(B)(iv). Pub. L. 101–508, § 2004(3), inserted
‘‘and’’ after ‘‘Fund;’’ in subcl. (I), redesignated subcl.
(IV) as (II), and struck out former subcls. (II) and (III)
which read as follows:

‘‘(II) allocate each calendar quarter to an Earnings
Participation Account in the Savings Association In-
surance Fund the investment income earned by the
Savings Association Insurance Fund on such Supple-
mental Reserves in the preceding calendar quarter;

‘‘(III) distribute such Earnings Participation Account
at the conclusion of each calendar year to Savings As-
sociation Insurance Fund members; and’’.

Subsec. (b)(1)(C). Pub. L. 101–508, § 2002(a), amended
subpar. (C) generally. Prior to amendment, subpar. (C)
read as follows: ‘‘ASSESSMENT RATE FOR BANK INSURANCE
FUND MEMBERS.—The annual assessment rate for Bank
Insurance Fund members shall be—

‘‘(i) until December 31, 1989, 1⁄12 of 1 percent;
‘‘(ii) from January 1, 1990, through December 31,

1990, 0.12 percent;
‘‘(iii) on and after January 1, 1991, 0.15 percent;
‘‘(iv) on January 1 of a calendar year in which the

reserve ratio of the Bank Insurance Fund is expected
to be less than the designated reserve ratio by deter-
mination of the Board of Directors, such rate deter-
mined by the Board of Directors to be appropriate to
restore the reserve ratio to the designated reserve
ratio within a reasonable period of time, after taking
into consideration the expected operating expenses,
case resolution expenditures, and investment income
of the Bank Insurance Fund, and the impact on in-
sured bank earnings and capitalization, except that—

‘‘(I) from August 9, 1989, until the earlier of Janu-
ary 1, 1995, or January 1 of the calendar year in
which the Bank Insurance Fund reserve ratio is ex-
pected to first attain the designated reserve ratio,
the rate shall be as specified in clauses (i), (ii), and
(iii) of this subparagraph so long as the Bank Insur-
ance Fund reserve ratio is increasing on a calendar
year basis;

‘‘(II) the rate shall not exceed 0.325 percent; and
‘‘(III) the increase in the rate in any 1 year shall

not exceed 0.075 percent; and
‘‘(v) sufficient to ensure that for each member in

each year the assessment shall not be less than
$1,000.’’
Subsec. (b)(1)(D). Pub. L. 101–508, § 2002(b), amended

subpar. (D) generally. Prior to amendment, subpar. (D)
read as follows: ‘‘ASSESSMENT RATE FOR SAVINGS ASSO-
CIATION INSURANCE FUND MEMBERS.—The annual assess-
ment rate for Savings Association Insurance Fund
members shall be—

‘‘(i) until December 31, 1990, 0.208 percent;
‘‘(ii) from January 1, 1991, through December 31,

1993, 0.23 percent;
‘‘(iii) from January 1, 1994, through December 31,

1997, 0.18 percent;
‘‘(iv) on and after January 1, 1998, 0.15 percent;
‘‘(v) on January 1 of a calendar year in which the

reserve ratio of the Savings Association Insurance
Fund is expected to be less than the designated re-
serve ratio by determination of the Board of Direc-
tors, such rate determined by the Board of Directors
to be appropriate to restore the reserve ratio to the
designated reserve ratio within a reasonable period of
time, after taking into consideration the expected ex-
penses and income of the Savings Association Insur-
ance Fund, and the effect on insured savings associa-
tion earnings and capitalization, except that—

‘‘(I) from August 9, 1989, through December 31,
1994, the rate shall be as specified in clauses (i), (ii),
and (iii) above;

‘‘(II) the rate shall not exceed 0.325 percent; and
‘‘(III) the increase in the rate in any one year

shall not exceed 0.075 percent; and
‘‘(vi) sufficient to ensure that for each member in

each year the assessment shall not be less than
$1,000.’’
Subsec. (b)(2)(A). Pub. L. 101–508, § 2002(c)(1), inserted

‘‘or subparagraph (C)(iii) or (D)(iii) of subsection (b)(1)
of this section’’ after ‘‘subsection (c)(2) of this section’’
in introductory provisions.

Subsec. (b)(2)(A)(i). Pub. L. 101–508, § 2002(c)(2), in-
serted ‘‘the greater of $500 or an amount’’ before ‘‘equal
to the product of’’ in introductory provisions.
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Subsec. (b)(2)(A)(i)(I). Pub. L. 101–508, § 2003(b)(1), (2),
struck out ‘‘annual’’ before ‘‘assessment’’ and inserted
‘‘during that semiannual period’’ after ‘‘member’’.

Subsec. (b)(2)(A)(ii). Pub. L. 101–508, § 2002(c)(2), in-
serted ‘‘the greater of $500 or an amount’’ before ‘‘equal
to the product of’’ in introductory provisions.

Subsec. (b)(2)(A)(ii)(I). Pub. L. 101–508, § 2003(b)(1), (3),
struck out ‘‘annual’’ before ‘‘assessment’’ and inserted
‘‘during that semiannual period’’ after ‘‘member’’.

Subsec. (d)(1)(A). Pub. L. 101–508, § 2003(c), amended
subpar. (A) generally. Prior to amendment, subpar. (A)
read as follows: ‘‘By September 30 of each calendar
year, the Corporation shall prescribe and publish the
aggregate amount to be credited to insured depository
institutions in the succeeding calendar year.’’

1989—Pub. L. 101–73, § 201, substituted references to in-
sured depository institutions for references to insured
banks wherever appearing in this section and ref-
erences to Director of the Office of Thrift Supervision
for references to Federal Home Loan Bank Board wher-
ever appearing in this section.

Subsec. (a)(1). Pub. L. 101–73, § 911(c), substituted pro-
visions for different and increasing levels of penalties,
and provisions regarding assessment and collection of
penalties and agency hearings, for provision at end that
every such bank which failed to make or publish any
such report within 10 days would be subject to a pen-
alty of not more than $100 for each day of such failure
recoverable by the Corporation for its use.

Subsec. (a)(2)(A). Pub. L. 101–73, § 208(1)(A)–(C), (E), in-
serted references to Director of Office of Thrift Super-
vision, Federal Housing Finance Board, and any Fed-
eral home loan bank in two places, substituted ‘‘any of
them’’ for ‘‘either of them’’, and substituted ‘‘deposi-
tory institution, and may furnish’’ for ‘‘State non-
member bank (except a District bank), and may fur-
nish’’.

Pub. L. 101–73, § 208(1)(D), which directed the amend-
ment of last sentence of subpar. (A) by inserting ‘‘or
savings associations’’ after ‘‘banks’’ could not be exe-
cuted, because ‘‘banks’’ does not appear in text.

Subsec. (a)(2)(B). Pub. L. 101–73, § 208(1)(F), added sub-
par. (B) and struck out former subpar. (B) which read
as follows: ‘‘The Corporation shall have access to re-
ports of examination made by, and reports of condition
made to, the Federal Home Loan Bank Board or any
Federal Home Loan Bank, respecting any insured Fed-
eral savings bank, and the Corporation shall have ac-
cess to all revisions of reports of condition made to ei-
ther such agency. Such agency shall promptly advise
the Corporation of any revisions or changes in respect
to deposit liabilities made or required to be made in
any report of condition.’’

Subsec. (a)(3). Pub. L. 101–73, § 208(2)(A), substituted
‘‘Each insured depository institution shall make to the
appropriate Federal banking agency 4 reports’’ for
‘‘Each insured State nonmember bank (except a Dis-
trict bank) and each foreign bank having an insured
branch (other than a Federal branch) shall make to the
Corporation, each insured national bank, each foreign
bank having an insured branch which is a Federal
branch, and each insured District bank shall make to
the Comptroller of the Currency, each insured State
member bank shall make to the Federal Reserve bank
of which it is a member, and each insured Federal sav-
ings bank shall make to the Federal Home Loan Bank
Board, four reports’’.

Pub. L. 101–73, § 208(2)(B)–(D), substituted ‘‘depository
institution, the preceding’’ for ‘‘bank, the preceding’’,
‘‘depository institution to make such’’ for ‘‘bank to
make such’’, ‘‘depository institution other than the of-
ficer’’ for ‘‘bank other than the officer’’, ‘‘insured de-
pository institution shall furnish to the Corporation’’
for ‘‘insured national, District and State member bank
shall furnish to the Corporation’’, and ‘‘banks or sav-
ings associations under its jurisdiction’’ for ‘‘banks
under its jurisdiction’’.

Subsec. (a)(4). Pub. L. 101–73, § 208(3), which directed
the substitution of references to depository institu-
tions for references to banks, except where ‘‘foreign

bank’’ appeared, was executed as directed, except that
the exception was made for ‘‘foreign banks’’ rather
than ‘‘foreign bank’’, as the probable intent of Con-
gress.

Subsec. (a)(8). Pub. L. 101–73, § 931(a), added par. (8).
Subsec. (b)(1). Pub. L. 101–73, § 208(4), added par. (1)

and struck out former par. (1) which read as follows:
‘‘The annual assessment rate shall be one-twelfth of 1
per centum. Except as provided in subsection (c)(2) of
this section, the semiannual assessment due from any
insured bank for any semiannual period shall be equal
to one-half the annual assessment rate multiplied by
such bank’s average assessment base for the imme-
diately preceding semiannual period.’’

Subsec. (b)(2). Pub. L. 101–73, § 208(4), added par. (2)
and struck out former par. (2) which read as follows:
‘‘For the purposes of this section the term ‘semiannual
period’ means a period beginning on January 1 of any
calendar year and ending on June 30 of the same year,
or a period beginning on July 1 of any calendar year
and ending on December 31 of the same year.’’

Subsec. (b)(3) to (8). Pub. L. 101–73, § 208(6), sub-
stituted references to depository institutions for ref-
erences to banks wherever appearing.

Subsec. (c)(1) to (3). Pub. L. 101–73, § 208(7), sub-
stituted ‘‘depository institution’’ for ‘‘bank’’ wherever
appearing.

Subsec. (d). Pub. L. 101–73, § 208(5), amended subpar.
(d) generally, substituting provisions relating to com-
putation, applicability, definitions, etc., respecting as-
sessment credits, for provisions relating to transfer of
net assessment income of Corporation to capital ac-
count, pro rata credit to insured banks, and adjustment
of transferred income.

Subsecs. (e) to (g), (i). Pub. L. 101–73, § 208(7), sub-
stituted ‘‘depository institution’’ for ‘‘bank’’ wherever
appearing.

Subsec. (j)(1). Pub. L. 101–73, § 208(8), struck out at end
‘‘For purposes of this subsection, the term ‘insured
bank’ shall include any ‘bank holding company’, as
that term is defined in section 1841 of this title, which
has control of any such insured bank, and the appro-
priate Federal banking agency in the case of bank hold-
ing companies shall be the Board of Governors of the
Federal Reserve System.’’

Subsec. (j)(2)(A). Pub. L. 101–73, § 208(9), substituted
‘‘depository institution’’ for ‘‘bank’’ wherever appear-
ing, and substituted ‘‘default’’ for ‘‘failure’’.

Subsec. (j)(2)(D). Pub. L. 101–73, § 208(10), inserted ‘‘un-
less such agency determines that an emergency exists,’’
after ‘‘banking agency shall,’’.

Subsec. (j)(7)(F). Pub. L. 101–73, § 208(11), added sub-
par. (F).

Subsec. (j)(15). Pub. L. 101–73, § 905(c), inserted at end
‘‘The resignation, termination of employment or par-
ticipation, divestiture of control, or separation of or by
an institution-affiliated party (including a separation
caused by the closing of a depository institution) shall
not affect the jurisdiction and authority of the appro-
priate Federal banking agency to issue any notice and
proceed under this subsection against any such party,
if such notice is served before the end of the 6-year pe-
riod beginning on the date such party ceased to be such
a party with respect to such depository institution
(whether such date occurs before, on, or after the date
of the enactment of this sentence).’’

Subsec. (j)(16). Pub. L. 101–73, § 907(d), amended par.
(16) generally. Prior to amendment, par. (16) read as fol-
lows: ‘‘Any person who willfully violates any provision
of this subsection, or any regulation or order issued by
the appropriate Federal banking agency pursuant
thereto, shall forfeit and pay a civil penalty of not
more than $10,000 per day for each day during which
such violation continues. The appropriate Federal
banking agency shall have authority to assess such a
civil penalty, after giving notice and an opportunity to
the person to submit data, views, and arguments, and
after giving due consideration to the appropriateness of
the penalty with respect to the size of financial re-
sources and good faith of the person charged, the grav-
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ity of the violation, and any data, views, and argu-
ments submitted. The agency may collect such civil
penalty by agreement with the person or by bringing
an action in the appropriate United States district
court, except that in any such action, the person
against whom the penalty has been assessed shall have
a right to trial de novo.’’

Subsec. (j)(17). Pub. L. 101–73, § 208(12), amended par.
(17) generally. Prior to amendment, par. (17) read as
follows: ‘‘This subsection shall not apply to a trans-
action subject to section 1842 or section 1828 of this
title. This subsection shall not apply to an insured Fed-
eral savings bank.’’

Subsec. (j)(18). Pub. L. 101–73, § 208(13), added par. (18).
Subsec. (l). Pub. L. 101–73, § 208(14), added subsec. (l).
Subsecs. (m), (n). Pub. L. 101–73, § 208(15), added sub-

secs. (m) and (n).
1987—Subsec. (b)(9). Pub. L. 100–86 added par. (9).
1986—Subsec. (j)(1). Pub. L. 99–570, § 1360(a), sub-

stituted ‘‘or, in the discretion of the agency, extending
for an additional 30 days’’ for ‘‘or extending for up to
another thirty days’’ in first sentence, notwithstanding
directory language that new wording be substituted for
‘‘or extending up to another thirty days’’, and amended
second sentence generally. Prior to amendment, second
sentence read as follows: ‘‘The period for disapproval
may be further extended only if the agency determines
that any acquiring party has not furnished all the in-
formation required under paragraph (6) of this sub-
section or that in its judgment any material informa-
tion submitted is substantially inaccurate’’.

Subsec. (j)(2). Pub. L. 99–570, § 1360(b), (c), designated
existing provisions as subpar. (A) and added subpars.
(B) to (D).

Subsec. (j)(15) to (16). Pub. L. 99–570, § 1360(d), added
par. (15) and redesignated former pars. (15) and (16) as
(16) and (17), respectively.

1982—Subsec. (a)(2). Pub. L. 97–320, § 113(d), designated
existing provisions as subpar. (A) and added subpar. (B).

Subsec. (a)(3). Pub. L. 97–320, § 113(e), inserted the re-
porting requirement for each insured Federal savings
bank, added the Chairman of the Federal Home Loan
Bank Board to the group designated to decide upon
which dates the reports will be made, and struck out
alternative provision that such decision would be made
by a majority of such group.

Subsec. (a)(6). Pub. L. 97–320, § 113(f), inserted ‘‘, the
Federal Home Loan Bank Board,’’ after ‘‘Comptroller
of the Currency’’.

Subsec. (d)(1)(4). Pub. L. 97–320, § 117, added cl. (4).
Subsec. (j)(16). Pub. L. 97–320, § 113(q), inserted provi-

sion that this subsection shall not apply to an insured
Federal savings bank.

Subsec. (k). Pub. L. 97–320, § 429, substituted require-
ment that Federal banking agencies issue rules and
regulations for reports and public disclosure by banks
of extensions of credits to its executive officers or prin-
cipal shareholders or the relative interests of such per-
sons for prior provisions: covering annual reports of in-
sured banks to Federal banking agencies containing in-
formation respecting preceding calendar year listing
names of stockholders of record owning, controlling, or
having more than a 10 per centum voting control of any
class of voting securities of the bank and also listing
names of executive officers and controlling stockhold-
ers and aggregate amount of extensions of credit to
such persons, any company controlled by such persons,
and any political or campaign committee the funds or
services of which will benefit such persons, or which is
controlled by such persons; defining an executive offi-
cer as one meant under section 375a of this title; au-
thorizing Federal banking agencies to issue rules and
regulations to require filed information to be included
in any required reports to be made available to the pub-
lic upon request; and requiring copies of any reports to
be made publicly available upon request.

1981—Subsec. (a)(4). Pub. L. 97–110, § 103(b)(1), inserted
‘‘the Trust Territory of the Pacific Islands,’’ after
‘‘American Samoa,’’.

Subsec. (b)(5)(B). Pub. L. 97–110, § 103(b)(2), inserted
‘‘the Trust Territory of the Pacific Islands,’’ after
‘‘American Samoa,’’.

1980—Subsec. (d). Pub. L. 96–221, § 308(d), designated
existing provisions as par. (1), substituted ‘‘1980’’ for
‘‘1961’’ and ‘‘40’’ for ‘‘331⁄3’’, and added par. (2).

Subsec. (i). Pub. L. 96–221, § 308(a)(1)(B), substituted
‘‘$100,000’’ for ‘‘$40,000’’.

1978—Subsec. (a)(1). Pub. L. 95–369, § 6(c)(8), inserted
‘‘and each foreign bank having an insured branch which
is not a Federal branch’’ after ‘‘(except a District
bank)’’.

Subsec. (a)(3). Pub. L. 95–630, § 302, substituted ‘‘the
signatures of at least two directors or trustees of the
reporting bank other than the officer making such dec-
laration’’ for ‘‘the signatures of at least three of the di-
rectors or trustees of the reporting bank other than the
officer making such declaration, or by at least two if
there are not more than three directors or trustees’’.

Pub. L. 95–369, § 6(c)(9), inserted ‘‘and each foreign
bank having an insured branch (other than a Federal
branch)’’ after ‘‘(except a District Bank)’’ and ‘‘each
foreign bank having an insured branch which is a Fed-
eral branch’’ after ‘‘each insured national bank’’.

Subsec. (a)(4). Pub. L. 95–630, § 310(a), inserted provi-
sion that deposits which are accumulated for payment
of personal loans and are assigned or pledged to assure
payment of loans at maturity not be included in total
deposits in such reports, but shall be deducted from
loans for which such deposits are assigned or pledged to
assure repayment.

Subsec. (a)(5). Pub. L. 95–630, § 310(b), struck out ‘‘de-
posits accumulated for the payment of personal loans,’’
after ‘‘deposit-open account,’’.

Subsec. (a)(7). Pub. L. 95–369, § 6(c)(10), added par. (7).
Subsec. (b)(4). Pub. L. 95–369, § 6(c)(11), designated ex-

isting provisions as subpar. (A), substituted ‘‘Except as
provided in subparagraph (B) of this paragraph, a
bank’s assessment base’’ for ‘‘A bank’s assessment
base’’, and added subpar. (B).

Subsec. (b)(6). Pub. L. 95–630, § 310(c), redesignated
subpars. (C) and (D) as (B) and (C) and struck out
former subpar. (B) which related to deposits included in
reported deposit liabilities which are accumulated for
the payment of personal loans and are assigned or
pledged to assure repayment of the loans at maturity.

Subsec. (j). Pub. L. 95–630, § 602, amended subsec. (j)
generally, substituting provisions relating to the re-
quirement that no person shall acquire control of any
insured bank unless the appropriate Federal agency is
notified 60 days prior to such transfer and authorizing
the appropriate Federal agency to approve or dis-
approve such transfer for provisions relating to the re-
quirement that notification of a transfer of control of
an insured bank be given to the appropriate Federal
agency after such transfer.

Subsec. (j)(1). Pub. L. 95–369, § 6(c)(12), designated ex-
isting provisions as subpar. (A), substituted ‘‘Except as
provided in subparagraph (B) of this paragraph, when-
ever’’ for ‘‘Whenever’’, and added subpar. (B).

Subsec. (j)(2). Pub. L. 95–369, § 6(c)(13), designated ex-
isting provisions as subpar. (A), substituted ‘‘Except as
provided in subparagraph (B) of this paragraph, when-
ever’’ for ‘‘Whenever’’, and added subpars. (B) and (C).

Subsec. (k). Pub. L. 95–630, § 901, added subsec. (k).
1974—Subsec. (i). Pub. L. 93–495 inserted exception re-

lating to trust funds owned by a depositor referred to
par. (2) of section 1821(a) of this title, and substituted
‘‘$40,000’’ for ‘‘$20,000’’.

1970—Pub. L. 91–609 inserted reference to American
Samoa in subsecs. (a)(4) and (b)(5)(B), respectively.

1969—Subsec. (i). Pub. L. 91–151 substituted $20,000 for
$15,000 in first sentence.

1966—Subsec. (i). Pub. L. 89–695, § 301(b), substituted
‘‘$15,000’’ for ‘‘$10,000’’ in first sentence.

Subsec. (j)(6). Pub. L. 89–695, § 201, repealed par. (6)
definition of ‘‘appropriate Federal banking agency’’,
now incorporated in section 1813(q) of this title.

1964—Subsec. (j). Pub. L. 88–593 added subsec. (j).
1960—Subsec. (a). Pub. L. 86–671, § 2, amended subsec.

(a) generally, and among other changes, provided for
reports of condition, the form, contents, date of mak-
ing, number, and publication of the reports of condi-
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tion, declaration and attestation of officers, penalties,
access to reports, computation of deposit liabilities,
segregation and classification of deposits and defini-
tions. Former provisions of the subsection relating to
rate and amount of assessment, assessment base and
deductions therefrom, form and contents of certified
statements, and payment of assessments, are either
covered or superseded by provisions incorporated in
subsecs. (b)(1), (3), (4), (6) including the last paragraph,
and (c)(3) of this section.

Subsec. (b). Pub. L. 86–671, § 2, amended subsec. (b)
generally, and among other changes, provided for the
computation of assessments, the rate and amount, the
base, additions and deductions, records and definition.
Former provisions of the subsection relating to filing
of certified statements of assessment base and amounts
due and payment thereof are incorporated in subsec.
(c)(1) of this section.

Subsec. (c). Pub. L. 86–671, § 2, inserted provisions of
pars. (1) and (3), incorporated in par. (2) the provisions
of former subsec. (c) relating to exemption from pay-
ment of assessment for semiannual period in which
bank became an insured bank and amount of first semi-
annual assessment due, omitted therefrom the provi-
sion for inclusion in the assessment base of the as-
sumed liabilities for deposits of other banks, and re-
quired the filing of certified statement of the assess-
ment base or the making of a special report of condi-
tion.

Subsec. (d). Pub. L. 86–671, § 3, substituted ‘‘December
31, 1961’’ and ‘‘331⁄3’’ for ‘‘December 31, 1960’’ and ‘‘40’’,
respectively.

Subsec. (f). Pub. L. 86–671, § 3, substituted ‘‘fails to
make any report of condition under subsection (a) of
this section or to file’’ for ‘‘fails to file’’ and inserted
‘‘make such report or’’ before ‘‘file such statement’’.

Subsec. (g). Pub. L. 86–671, § 3, substituted ‘‘made any
such report of condition under subsection (a) of this
section or filed’’ for ‘‘filed’’ and ‘‘to make any such re-
port or file’’ for ‘‘to file’’ in first sentence.

Subsec. (h). Pub. L. 86–671, § 3, inserted ‘‘to make any
report of condition under subsection (a) of this section
or’’ before ‘‘to file’’.

Subsec. (i). Pub. L. 86–671, § 3, substituted ‘‘in its trust
department or held or deposited in any other depart-
ment of the fiduciary bank’’ for ‘‘in its trust or depos-
ited in any other department or in another bank’’ in
first sentence and deleted proviso respecting deposit li-
ability of insured bank in which trust funds are depos-
ited rather than deposit liability of depositing fidu-
ciary bank from second sentence.

EFFECTIVE DATE OF 2000 AMENDMENT

Pub. L. 106–569, title XII, § 1231(b), Dec. 27, 2000, 114
Stat. 3037, provided that: ‘‘The amendments made by
subsection (a) [amending this section] shall be deemed
to have the same effective date as section 2707 of the
Deposit Insurance Funds Act of 1996 (Public Law
104–208; 110 Stat. 3009–496).’’

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by section 2703(b) of Pub. L. 104–208 ap-
plicable with respect to semiannual periods which
begin after Dec. 31, 1996, see section 2703(c)(1) of Pub. L.
104–208, set out as an Effective and Termination Dates
of 1996 Amendment note under section 1441 of this title.

Amendment by section 2704(d)(6)(B), (14)(G) of Pub. L.
104–208 effective Jan. 1, 1999, if no insured depository in-
stitution is a savings association on that date, see sec-
tion 2704(c) of Pub. L. 104–208, set out as a note under
section 1821 of this title.

EFFECTIVE DATE OF 1993 AMENDMENT

Section 8(h) of Pub. L. 103–204 provided that the
amendment made by that section is effective on the ef-
fective date of the amendment made by section 302(a)
of Pub. L. 102–242. See Effective Date of 1991 Amend-
ment note below.

Section 38(a) of Pub. L. 103–204 provided that the
amendment made by that section is effective Dec. 19,
1993.

EFFECTIVE DATE OF 1992 AMENDMENTS

Section 303(b)(7) of Pub. L. 102–558 provided that the
amendment made by that section is effective on the ef-
fective date of the amendment made by section 302(a)
of Pub. L. 102–242. See Effective Date of 1991 Amend-
ment note below.

Section 303(b)(8) of Pub. L. 102–558 provided that the
amendment made by that section is effective on the ef-
fective date of the amendment made by section 302(e)(4)
of Pub. L. 102–242. See Effective Date of 1991 Amend-
ment note below.

Amendment by section 303(a), (b)(1), (3), (6)(A) of Pub.
L. 102–558 deemed to have become effective Mar. 1, 1992,
see section 304 of Pub. L. 102–558, set out as a note
under section 2062 of Title 50, Appendix, War and Na-
tional Defense.

Sections 1603(a)(3) and 1605(a)(6) of Pub. L. 102–550,
which provided effective date provisions for the amend-
ments made by those sections, were repealed, effective
Oct. 28, 1992, by section 305 of Pub. L. 102–558, set out as
a Repeal of Duplicative Provisions note under section
1815 of this title.

Section 1605(b)(2) of Pub. L. 102–550 provided that the
amendment made by that section is effective on the ef-
fective date of the amendment made by section 302(b)
of Pub. L. 102–242. See Effective Date of 1991 Amend-
ment note below.

Amendment by sections 1603(a)(1), 1604(b)(1), (3),
1605(a)(2), (5)(A), (b)(1), 1606(i)(1) of Pub. L. 102–550 effec-
tive as if included in the Federal Deposit Insurance
Corporation Improvement Act of 1991, Pub. L. 102–242,
as of Dec. 19, 1991, except that where amendment is to
any provision of law added or amended by Pub. L.
102–242 effective after Dec. 19, 1992, then amendment by
Pub. L. 102–550 effective on effective date of amendment
by Pub. L. 102–242, see section 1609 of Pub. L. 102–550, set
out as a note under section 191 of this title.

EFFECTIVE DATE OF 1991 AMENDMENT

Section 302(g) of Pub. L. 102–242 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and sections 1815, 1818, and 1820 of this title] shall
become effective on the earlier of—

‘‘(1) 180 days after the date on which final regula-
tions promulgated in accordance with subsection (c)
[set out below] become effective [Final regulations
became effective Oct. 1, 1993. See 58 F.R. 34357.]; or

‘‘(2) January 1, 1994.’’
Amendment by section 311(a)(2), (b)(3) of Pub. L.

102–242 effective at end of 2-year period beginning Dec.
19, 1991, but not applicable to any time deposit which
was made before Dec. 19, 1991, and matures after end of
2-year period beginning on Dec. 19, 1991, with rollovers
and renewals treated as new deposits, see section
311(c)(1), (2) of Pub. L. 102–242, set out as a note under
section 1821 of this title.

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by section 907(d) of Pub. L. 101–73 appli-
cable to conduct engaged in after Aug. 9, 1989, except
that increased maximum penalties of $5,000 and $25,000
may apply to conduct engaged in before such date if
such conduct is not already subject to a notice issued
by the appropriate agency and occurred after comple-
tion of the last report of the examination of the insti-
tution by the appropriate agency occurring before Aug.
9, 1989, see section 907(l) of Pub. L. 101–73, set out as a
note under section 93 of this title.

Amendment by section 911(c) of Pub. L. 101–73 appli-
cable with respect to reports filed or required to be
filed after Aug. 9, 1989, see section 911(i) of Pub. L.
101–73, set out as a note under section 161 of this title.

EFFECTIVE DATE OF 1986 AMENDMENT

Section 1364(f) of Pub. L. 99–570 provided that: ‘‘The
amendments made by sections 1360 and 1361 [amending
this section and section 1730 of this title] shall apply
with respect to notices of proposed acquisitions filed
after the date of the enactment of this Act [Oct. 27,
1986].’’
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EFFECTIVE DATE OF 1982 AMENDMENT

Section 430 of Pub. L. 97–320 provided that: ‘‘The pro-
vision of law amended by section 428(b) [amending sec-
tion 1972 of this title] and section 429 [amending this
section] shall remain in effect until the regulations re-
ferred to in such amendments become effective.’’

EFFECTIVE DATE OF 1980 AMENDMENT

Section 308(e) of Pub. L. 96–221 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and sections 1724, 1728, 1787, 1813, and 1821 of this
title] shall take effect on the date of enactment of this
Act [Mar. 31, 1980].’’

Amendment by section 308(a)(1)(B) of Pub. L. 96–221
not applicable to any claim arising out of the closing
of a bank prior to the effective date of section 308 of
Pub. L. 96–221, Mar. 31, 1980, see section 308(a)(2) of Pub.
L. 96–221, set out as a note under section 1813 of this
title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective upon expira-
tion of 120 days after Nov. 10, 1978, see section 2101 of
Pub. L. 95–630, set out as an Effective Date note under
section 375b of this title.

EFFECTIVE DATE OF 1974 AMENDMENT

For effective date of amendment by section 101(a)(2)
of Pub. L. 93–495, see section 101(g) of Pub. L. 93–495, set
out as a note under section 1813 of this title.

For effective date of amendment by section 102(a)(2)
of Pub. L. 93–495, see section 102(b), (c) of Pub. L. 93–495,
set out as a note under section 1813 of this title.

EFFECTIVE DATE OF 1969 AMENDMENT

For effective date of amendment by Pub. L. 91–151,
see section 7(b) of Pub. L. 91–151, set out as a note under
section 1813 of this title.

EFFECTIVE DATE OF 1966 AMENDMENT

For effective date of amendment by section 301(b) of
Pub. L. 89–695, see section 301(e) of Pub. L. 89–695, set
out as a note under section 1813 of this title.

EXPIRATION OF 1966 AMENDMENT

Pub. L. 91–609, title IX, § 908, Dec. 31, 1970, 84 Stat.
1811, repealed section 401 of Pub. L. 89–695 which had
provided that: ‘‘The provisions of titles I and II of this
Act [amending this section and sections 1464, 1730, 1813,
1818 to 1820 of this title, repealing section 77 of this
title, and enacting provisions set out as notes under
sections 1464, 1730, and 1813 of this title] and any provi-
sions of law enacted by said titles shall be effective
only during the period ending at the close of June 30,
1972. Effective upon the expiration of such period, each
provision of law amended by either of such titles is fur-
ther amended to read as it did immediately prior to the
enactment of this Act [Oct. 16, 1966] and each provision
of law repealed by either of such titles is reenacted.’’

EFFECTIVE DATE OF 1960 AMENDMENT

Section 7 of Pub. L. 86–671 provided that: ‘‘The
amendments made by this Act [amending this section
and sections 161, 1813, 1820 and repealing section 162 of
this title] shall take effect on January 1, 1961, except
that the certified statements covering the semiannual
period ending December 31, 1960, and the determination
and payment of assessments (for the semiannual period
ending June 30, 1961) required to be certified in such
statements, shall be made as if such amendments were
not in effect.’’

SHORT TITLE OF 1978 AMENDMENT

For short title of title VI of Pub. L. 95–630 as the
‘‘Change in Bank Control Act of 1978’’, see section 601
of Pub. L. 95–630, set out as a note under section 1811 of
this title.

REGULATIONS

Section 302(c) of Pub. L. 102–242 provided that: ‘‘To
implement the risk-based assessment system required
under section 7(b) of the Federal Deposit Insurance Act
[12 U.S.C. 1817(b)] (as amended by subsection (a)), the
Federal Deposit Insurance Corporation shall—

‘‘(1) provide notice of proposed regulations in the
Federal Register, not later than December 31, 1992,
with an opportunity for comment on the proposal of
not less than 120 days; and

‘‘(2) promulgate final regulations not later than
July 1, 1993.’’
Section 302(f) of Pub. L. 102–242 provided that: ‘‘To

carry out the amendments made by this section
[amending this section and sections 1815, 1818, and 1820
of this title], the Corporation may promulgate regula-
tions governing the transition from the assessment sys-
tem in effect on the date of enactment of this Act [Dec.
19, 1991] to the assessment system required under the
amendments made by this section.’’

TERMINATION OF TRUST TERRITORY OF THE PACIFIC
ISLANDS

For termination of Trust Territory of the Pacific Is-
lands, see note set out preceding section 1681 of Title
48, Territories and Insular Possessions.

SPECIAL ASSESSMENT TO CAPITALIZE SAIF

Section 2702 of Pub. L. 104–208 provided that:
‘‘(a) IN GENERAL.—Except as provided in subsection

(f), the Board of Directors of the Federal Deposit Insur-
ance Corporation shall impose a special assessment on
the SAIF-assessable deposits of each insured depository
institution in accordance with assessment regulations
of the Corporation at a rate applicable to all such insti-
tutions that the Board of Directors, in its sole discre-
tion, determines (after taking into account the adjust-
ments described in subsections (g), (h), and (j)) will
cause the Savings Association Insurance Fund to
achieve the designated reserve ratio on the first busi-
ness day of the 1st month beginning after the date of
the enactment of this Act [Sept. 30, 1996].

‘‘(b) FACTORS TO BE CONSIDERED.—In carrying out
subsection (a), the Board of Directors shall base its de-
termination on—

‘‘(1) the monthly Savings Association Insurance
Fund balance most recently calculated;

‘‘(2) data on insured deposits reported in the most
recent reports of condition filed not later than 70
days before the date of enactment of this Act [Sept.
30, 1996] by insured depository institutions; and

‘‘(3) any other factors that the Board of Directors
deems appropriate.
‘‘(c) DATE OF DETERMINATION.—For purposes of sub-

section (a), the amount of the SAIF-assessable deposits
of an insured depository institution shall be deter-
mined as of March 31, 1995.

‘‘(d) DATE PAYMENT DUE.—Except as provided in sub-
section (g), the special assessment imposed under this
section shall be—

‘‘(1) due on the first business day of the 1st month
beginning after the date of the enactment of this Act
[Sept. 30, 1996]; and

‘‘(2) paid to the Corporation on the later of—
‘‘(A) the first business day of the 1st month begin-

ning after such date of enactment; or
‘‘(B) such other date as the Corporation shall pre-

scribe, but not later than 60 days after the date of
enactment of this Act.

‘‘(e) ASSESSMENT DEPOSITED IN SAIF.—Notwithstand-
ing any other provision of law, the proceeds of the spe-
cial assessment imposed under this section shall be de-
posited in the Savings Association Insurance Fund.

‘‘(f) EXEMPTIONS FOR CERTAIN INSTITUTIONS.—
‘‘(1) EXEMPTION FOR WEAK INSTITUTIONS.—The Board

of Directors may, by order, in its sole discretion, ex-
empt any insured depository institution that the
Board of Directors determines to be weak, from pay-
ing the special assessment imposed under this section
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if the Board of Directors determines that the exemp-
tion would reduce risk to the Savings Association In-
surance Fund.

‘‘(2) GUIDELINES REQUIRED.—Not later than 30 days
after the date of enactment of this Act [Sept. 30,
1996], the Board of Directors shall prescribe guide-
lines setting forth the criteria that the Board of Di-
rectors will use in exempting institutions under para-
graph (1). Such guidelines shall be published in the
Federal Register.

‘‘(3) EXEMPTION FOR CERTAIN NEWLY CHARTERED AND
OTHER DEFINED INSTITUTIONS.—

‘‘(A) IN GENERAL.—In addition to the institutions
exempted from paying the special assessment under
paragraph (1), the Board of Directors shall exempt
any insured depository institution from payment of
the special assessment if the institution—

‘‘(i) was in existence on October 1, 1995, and held
no SAIF-assessable deposits before January 1,
1993;

‘‘(ii) is a Federal savings bank which—
‘‘(I) was established de novo in April 1994 in

order to acquire the deposits of a savings asso-
ciation which was in default or in danger of de-
fault; and

‘‘(II) received minority interim capital assist-
ance from the Resolution Trust Corporation
under section 21A(w) of the Federal Home Loan
Bank Act [12 U.S.C. 1441a(w)] in connection
with the acquisition of any such savings asso-
ciation; or
‘‘(iii) is a savings association, the deposits of

which are insured by the Savings Association In-
surance Fund, which—

‘‘(I) before January 1, 1987, was chartered as a
Federal savings bank insured by the Federal
Savings and Loan Insurance Corporation for the
purpose of acquiring all or substantially all of
the assets and assuming all or substantially all
of the deposit liabilities of a national bank in a
transaction consummated after July 1, 1986; and

‘‘(II) as of the date of that transaction, had
assets of less than $150,000,000.

‘‘(B) DEFINITION.—For purposes of this paragraph,
an institution shall be deemed to have held SAIF-
assessable deposits before January 1, 1993, if—

‘‘(i) it directly held SAIF-assessable deposits
before that date; or

‘‘(ii) it succeeded to, acquired, purchased, or
otherwise holds any SAIF-assessable deposits as
of the date of enactment of this Act [Sept. 30,
1996] that were SAIF-assessable deposits before
January 1, 1993.

‘‘(4) EXEMPT INSTITUTIONS REQUIRED TO PAY ASSESS-
MENTS AT FORMER RATES.—

‘‘(A) PAYMENTS TO SAIF AND DIF.—Any insured de-
pository institution that the Board of Directors ex-
empts under this subsection from paying the spe-
cial assessment imposed under this section shall
pay semiannual assessments—

‘‘(i) during calendar years 1996, 1997, and 1998,
into the Savings Association Insurance Fund,
based on SAIF-assessable deposits of that institu-
tion, at assessment rates calculated under the
schedule in effect for Savings Association Insur-
ance Fund members on June 30, 1995; and

‘‘(ii) during calendar year 1999—
‘‘(I) into the Deposit Insurance Fund, based on

SAIF-assessable deposits of that institution as
of December 31, 1998, at assessment rates cal-
culated under the schedule in effect for Savings
Association Insurance Fund members on June
30, 1995; or

‘‘(II) in accordance with clause (i), if the Bank
Insurance Fund and the Savings Association In-
surance Fund are not merged into the Deposit
Insurance Fund.

‘‘(B) OPTIONAL PRO RATA PAYMENT OF SPECIAL AS-
SESSMENT.—This paragraph shall not apply with re-
spect to any insured depository institution (or suc-

cessor insured depository institution) that has paid,
during any calendar year from 1997 through 1999,
upon such terms as the Corporation may announce,
an amount equal to the product of—

‘‘(i) 16.7 percent of the special assessment that
the institution would have been required to pay
under subsection (a), if the Board of Directors had
not exempted the institution; and

‘‘(ii) the number of full semiannual periods re-
maining between the date of the payment and De-
cember 31, 1999.

‘‘(g) SPECIAL ELECTION FOR CERTAIN INSTITUTIONS
FACING HARDSHIP AS A RESULT OF THE SPECIAL ASSESS-
MENT.—

‘‘(1) ELECTION AUTHORIZED.—If—
‘‘(A) an insured depository institution, or any de-

pository institution holding company which, di-
rectly or indirectly, controls such institution, is
subject to terms or covenants in any debt obliga-
tion or preferred stock outstanding on September
13, 1995; and

‘‘(B) the payment of the special assessment under
subsection (a) would pose a significant risk of caus-
ing such depository institution or holding company
to default or violate any such term or covenant,

the depository institution may elect, with the ap-
proval of the Corporation, to pay such special assess-
ment in accordance with paragraphs (2) and (3) in lieu
of paying such assessment in the manner required
under subsection (a).

‘‘(2) 1ST ASSESSMENT.—An insured depository insti-
tution which makes an election under paragraph (1)
shall pay an assessment in an amount equal to 50 per-
cent of the amount of the special assessment that
would otherwise apply under subsection (a), by the
date on which such special assessment is payable
under subsection (d).

‘‘(3) 2D ASSESSMENT.—An insured depository institu-
tion which makes an election under paragraph (1)
shall pay a 2d assessment, by the date established by
the Board of Directors in accordance with paragraph
(4), in an amount equal to the product of 51 percent
of the rate determined by the Board of Directors
under subsection (a) for determining the amount of
the special assessment and the SAIF-assessable de-
posits of the institution on March 31, 1996, or such
other date in calendar year 1996 as the Board of Di-
rectors determines to be appropriate.

‘‘(4) DUE DATE OF 2D ASSESSMENT.—The date estab-
lished by the Board of Directors for the payment of
the assessment under paragraph (3) by a depository
institution shall be the earliest practicable date
which the Board of Directors determines to be appro-
priate, which is at least 15 days after the date used by
the Board of Directors under paragraph (3).

‘‘(5) SUPPLEMENTAL SPECIAL ASSESSMENT.—An in-
sured depository institution which makes an election
under paragraph (1) shall pay a supplemental special
assessment, at the same time the payment under
paragraph (3) is made, in an amount equal to the
product of—

‘‘(A) 50 percent of the rate determined by the
Board of Directors under subsection (a) for deter-
mining the amount of the special assessment; and

‘‘(B) 95 percent of the amount by which the SAIF-
assessable deposits used by the Board of Directors
for determining the amount of the 1st assessment
under paragraph (2) exceeds, if any, the SAIF-as-
sessable deposits used by the Board for determining
the amount of the 2d assessment under paragraph
(3).

‘‘(h) ADJUSTMENT OF SPECIAL ASSESSMENT FOR CER-
TAIN BANK INSURANCE FUND MEMBER BANKS.—

‘‘(1) IN GENERAL.—For purposes of computing the
special assessment imposed under this section with
respect to a Bank Insurance Fund member bank, the
amount of any deposits of any insured depository in-
stitution which section 5(d)(3) of the Federal Deposit
Insurance Act [12 U.S.C. 1815(d)(3)] treats as insured
by the Savings Association Insurance Fund shall be
reduced by 20 percent—
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‘‘(A) if the adjusted attributable deposit amount
of the Bank Insurance Fund member bank is less
than 50 percent of the total domestic deposits of
that member bank as of June 30, 1995; or

‘‘(B) if, as of June 30, 1995, the Bank Insurance
Fund member—

‘‘(i) had an adjusted attributable deposit
amount equal to less than 75 percent of the total
assessable deposits of that member bank;

‘‘(ii) had total assessable deposits greater than
$5,000,000,000; and

‘‘(iii) was owned or controlled by a bank holding
company that owned or controlled insured deposi-
tory institutions having an aggregate amount of
deposits insured or treated as insured by the
Bank Insurance Fund greater than the aggregate
amount of deposits insured or treated as insured
by the Savings Association Insurance Fund.

‘‘(2) ADJUSTED ATTRIBUTABLE DEPOSIT AMOUNT.—For
purposes of this subsection, the ‘adjusted attributable
deposit amount’ shall be determined in accordance
with section 5(d)(3)(C) of the Federal Deposit Insur-
ance Act [12 U.S.C. 1815(d)(3)(C)].
‘‘(i) ADJUSTMENT TO THE ADJUSTED ATTRIBUTABLE DE-

POSIT AMOUNT FOR CERTAIN BANK INSURANCE FUND MEM-
BER BANKS.—[Amended section 1815(d)(3) of this title.]

‘‘(j) ADJUSTMENT OF SPECIAL ASSESSMENT FOR CER-
TAIN SAVINGS ASSOCIATIONS.—

‘‘(1) SPECIAL ASSESSMENT REDUCTION.—For purposes
of computing the special assessment imposed under
this section, in the case of any converted association,
the amount of any deposits of such association which
were insured by the Savings Association Insurance
Fund as of March 31, 1995, shall be reduced by 20 per-
cent.

‘‘(2) CONVERTED ASSOCIATION.—For purposes of this
subsection, the term ‘converted association’ means—

‘‘(A) any Federal savings association—
‘‘(i) that is a member of the Savings Associa-

tion Insurance Fund and that has deposits subject
to assessment by that fund which did not exceed
$4,000,000,000, as of March 31, 1995; and

‘‘(ii) that had been, or is a successor by merger,
acquisition, or otherwise to an institution that
had been, a State savings bank, the deposits of
which were insured by the Federal Deposit Insur-
ance Corporation before August 9, 1989, that con-
verted to a Federal savings association pursuant
to section 5(i) of the Home Owners’ Loan Act [12
U.S.C. 1464(i)] before January 1, 1985;
‘‘(B) a State depository institution that is a mem-

ber of the Savings Association Insurance Fund that
had been a State savings bank before October 15,
1982, and was a Federal savings association on Au-
gust 9, 1989;

‘‘(C) an insured bank that—
‘‘(i) was established de novo in order to acquire

the deposits of a savings association in default or
in danger of default;

‘‘(ii) did not open for business before acquiring
the deposits of such savings association; and

‘‘(iii) was a Savings Association Insurance Fund
member before the date of enactment of this Act
[Sept. 30, 1996]; and
‘‘(D) an insured bank that—

‘‘(i) resulted from a savings association before
December 19, 1991, in accordance with section
5(d)(2)(G) of the Federal Deposit Insurance Act [12
U.S.C. 1815(d)(2)(G)]; and

‘‘(ii) had an increase in its capital in conjunc-
tion with the conversion in an amount equal to
more than 75 percent of the capital of the institu-
tion on the day before the date of the conver-
sion.’’

SMALL BUSINESS AND SMALL FARM LOAN INFORMATION

Section 122 of Pub. L. 102–242, as amended by Pub. L.
102–550, title XVI, § 1603(c), Oct. 28, 1992, 106 Stat. 4079,
provided that:

‘‘(a) IN GENERAL.—Before the end of the 180-day pe-
riod beginning on the date of the enactment of this Act

[Dec. 19, 1991], the appropriate Federal banking agency
shall prescribe regulations requiring insured depository
institutions to annually submit information on small
businesses and small farm lending in their reports of
condition.

‘‘(b) CREDIT AVAILABILITY.—The regulations pre-
scribed under subsection (a) shall require insured de-
pository institutions to submit such information as the
agency may need to assess the availability of credit to
small businesses and small farms.

‘‘(c) CONTENTS.—The information required under sub-
section (a) may include information regarding the fol-
lowing:

‘‘(1) The total number and aggregate dollar amount
of commercial loans and commercial mortgage loans
to small businesses.

‘‘(2) Charge-offs, interest, and interest fee income
on commercial loans and commercial mortgage loans
to small businesses.

‘‘(3) Agricultural loans to small farms.’’

CONDITIONS GOVERNING EMPLOYMENT OF PERSONNEL
NOT REPEALED, MODIFIED, OR AFFECTED

Nothing contained in section 201 of Pub. L. 89–695,
which amended this section, to be construed as repeal-
ing, modifying, or affecting section 1829 of this title,
see section 206 of Pub. L. 89–695, set out as a note under
section 1813 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 375a, 461, 1441,
1441b, 1790a, 1813, 1815, 1818, 1821, 1821a, 1824, 1831i, 1834,
1834a, 1841 of this title; title 7 section 6f; title 15 sec-
tions 78o–5, 78q.

§ 1818. Termination of status as insured deposi-
tory institution

(a) Termination of insurance
(1) Voluntary termination

Any insured depository institution which is
not—

(A) a national member bank;
(B) a State member bank;
(C) a Federal branch;
(D) a Federal savings association; or
(E) an insured branch which is required to

be insured under subsection (a) or (b) 1 of sec-
tion 3104 of this title,

may terminate such depository institution’s
status as an insured depository institution if
such insured institution provides written no-
tice to the Corporation of the institution’s in-
tent to terminate such status not less than 90
days before the effective date of such termi-
nation.
(2) Involuntary termination

(A) Notice to primary regulator
If the Board of Directors determines that—

(i) an insured depository institution or
the directors or trustees of an insured de-
pository institution have engaged or are
engaging in unsafe or unsound practices in
conducting the business of the depository
institution;

(ii) an insured depository institution is
in an unsafe or unsound condition to con-
tinue operations as an insured institution;
or

(iii) an insured depository institution or
the directors or trustees of the insured in-
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stitution have violated any applicable law,
regulation, order, condition imposed in
writing by the Corporation in connection
with the approval of any application or
other request by the insured depository in-
stitution, or written agreement entered
into between the insured depository insti-
tution and the Corporation,

the Board of Directors shall notify the ap-
propriate Federal banking agency with re-
spect to such institution (if other than the
Corporation) or the State banking super-
visor of such institution (if the Corporation
is the appropriate Federal banking agency)
of the Board’s determination and the facts
and circumstances on which such determina-
tion is based for the purpose of securing the
correction of such practice, condition, or
violation. Such notice shall be given to the
appropriate Federal banking agency not less
than 30 days before the notice required by
subparagraph (B), except that this period for
notice to the appropriate Federal banking
agency may be reduced or eliminated with
the agreement of such agency.
(B) Notice of intention to terminate insur-

ance
If, after giving the notice required under

subparagraph (A) with respect to an insured
depository institution, the Board of Direc-
tors determines that any unsafe or unsound
practice or condition or any violation speci-
fied in such notice requires the termination
of the insured status of the insured deposi-
tory institution, the Board shall—

(i) serve written notice to the insured de-
pository institution of the Board’s inten-
tion to terminate the insured status of the
institution;

(ii) provide the insured depository insti-
tution with a statement of the charges on
the basis of which the determination to
terminate such institution’s insured status
was made (or a copy of the notice under
subparagraph (A)); and

(iii) notify the insured depository insti-
tution of the date (not less than 30 days
after notice under this subparagraph) and
place for a hearing before the Board of Di-
rectors (or any person designated by the
Board) with respect to the termination of
the institution’s insured status.

(3) Hearing; termination
If, on the basis of the evidence presented at

a hearing before the Board of Directors (or any
person designated by the Board for such pur-
pose), in which all issues shall be determined
on the record pursuant to section 554 of title 5
and the written findings of the Board of Direc-
tors (or such person) with respect to such evi-
dence (which shall be conclusive), the Board of
Directors finds that any unsafe or unsound
practice or condition or any violation speci-
fied in the notice to an insured depository in-
stitution under paragraph (2)(B) or subsection
(w) of this section has been established, the
Board of Directors may issue an order termi-
nating the insured status of such depository
institution effective as of a date subsequent to
such finding.

(4) Appearance; consent to termination
Unless the depository institution shall ap-

pear at the hearing by a duly authorized rep-
resentative, it shall be deemed to have con-
sented to the termination of its status as an
insured depository institution and termi-
nation of such status thereupon may be or-
dered.
(5) Judicial review

Any insured depository institution whose in-
sured status has been terminated by order of
the Board of Directors under this subsection
shall have the right of judicial review of such
order only to the same extent as provided for
the review of orders under subsection (h) of
this section.
(6) Publication of notice of termination

The Corporation may publish notice of such
termination and the depository institution
shall give notice of such termination to each
of its depositors at his last address of record
on the books of the depository institution, in
such manner and at such time as the Board of
Directors may find to be necessary and may
order for the protection of depositors.
(7) Temporary insurance of deposits insured as

of termination
After the termination of the insured status

of any depository institution under the provi-
sions of this subsection, the insured deposits
of each depositor in the depository institution
on the date of such termination, less all subse-
quent withdrawals from any deposits of such
depositor, shall continue for a period of at
least 6 months or up to 2 years, within the dis-
cretion of the Board of Directors, to be in-
sured, and the depository institution shall
continue to pay to the Corporation assess-
ments as in the case of an insured depository
institution during such period. No additions to
any such deposits and no new deposits in such
depository institution made after the date of
such termination shall be insured by the Cor-
poration, and the depository institution shall
not advertise or hold itself out as having in-
sured deposits unless in the same connection
it shall also state with equal prominence that
such additions to deposits and new deposits
made after such date are not so insured. Such
depository institution shall, in all other re-
spects, be subject to the duties and obligations
of an insured depository institution for the pe-
riod referred to in the 1st sentence from the
date of such termination, and in the event
that such depository institution shall be
closed on account of inability to meet the de-
mands of its depositors within such period, the
Corporation shall have the same powers and
rights with respect to such depository institu-
tion as in case of an insured depository insti-
tution.
(8) Temporary suspension of insurance

(A) In general
If the Board of Directors initiates a termi-

nation proceeding under paragraph (2), and
the Board of Directors, after consultation
with the appropriate Federal banking agen-
cy, finds that an insured depository institu-
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tion (other than a savings association to
which subparagraph (B) applies) has no tan-
gible capital under the capital guidelines or
regulations of the appropriate Federal bank-
ing agency, the Corporation may issue a
temporary order suspending deposit insur-
ance on all deposits received by the institu-
tion.

(B) Special rule for certain savings institu-
tions

(i) Certain goodwill included in tangible
capital

In determining the tangible capital of a
savings association for purposes of this
paragraph, the Board of Directors shall in-
clude goodwill to the extent it is consid-
ered a component of capital under section
1464(t) of this title. Any savings associa-
tion which would be subject to a suspen-
sion order under subparagraph (A) but for
the operation of this subparagraph, shall
be considered by the Corporation to be a
‘‘special supervisory association’’.

(ii) Suspension order
The Corporation may issue a temporary

order suspending deposit insurance on all
deposits received by a special supervisory
association whenever the Board of Direc-
tors determines that—

(I) the capital of such association, as
computed utilizing applicable account-
ing standards, has suffered a material
decline;

(II) that such association (or its direc-
tors or officers) is engaging in an unsafe
or unsound practice in conducting the
business of the association;

(III) that such association is in an un-
safe or unsound condition to continue
operating as an insured association; or

(IV) that such association (or its direc-
tors or officers) has violated any applica-
ble law, rule, regulation, or order, or any
condition imposed in writing by a Fed-
eral banking agency, or any written
agreement including a capital improve-
ment plan entered into with any Federal
banking agency, or that the association
has failed to enter into a capital im-
provement plan which is acceptable to
the Corporation within the time period
set forth in section 1464(t) of this title.

Nothing in this paragraph limits the right
of the Corporation or the Director of the
Office of Thrift Supervision to enforce a
contractual provision which authorizes the
Corporation or the Director of the Office of
Thrift Supervision, as a successor to the
Federal Savings and Loan Insurance Cor-
poration or the Federal Home Loan Bank
Board, to require a savings association to
write down or amortize goodwill at a fast-
er rate than otherwise required under this
chapter or under applicable accounting
standards.

(C) Effective period of temporary order
Any order issued under subparagraph (A)

shall become effective not earlier than 10

days from the date of service upon the insti-
tution and, unless set aside, limited, or sus-
pended by a court in proceedings authorized
hereunder, such temporary order shall re-
main effective and enforceable until an order
of the Board under paragraph (3) becomes
final or until the Corporation dismisses the
proceedings under paragraph (3).

(D) Judicial review
Before the close of the 10-day period begin-

ning on the date any temporary order has
been served upon an insured depository in-
stitution under subparagraph (A), such insti-
tution may apply to the United States Dis-
trict Court for the District of Columbia, or
the United States district court for the judi-
cial district in which the home office of the
institution is located, for an injunction set-
ting aside, limiting, or suspending the en-
forcement, operation, or effectiveness of
such order, and such court shall have juris-
diction to issue such injunction.

(E) Continuation of insurance for prior de-
posits

The insured deposits of each depositor in
such depository institution on the effective
date of the order issued under this para-
graph, minus all subsequent withdrawals
from any deposits of such depositor, shall
continue to be insured, subject to the admin-
istrative proceedings as provided in this
chapter.

(F) Publication of order
The depository institution shall give no-

tice of such order to each of its depositors in
such manner and at such times as the Board
of Directors may find to be necessary and
may order for the protection of depositors.

(G) Notice by Corporation
If the Corporation determines that the de-

pository institution has not substantially
complied with the notice to depositors re-
quired by the Board of Directors, the Cor-
poration may provide such notice in such
manner as the Board of Directors may find
to be necessary and appropriate.

(H) Lack of notice
Notwithstanding subparagraph (A), any de-

posit made after the effective date of a sus-
pension order issued under this paragraph
shall remain insured to the extent that the
depositor establishes that—

(i) such deposit consists of additions
made by automatic deposit the depositor
was unable to prevent; or

(ii) such depositor did not have actual
knowledge of the suspension of insurance.

(9) Final decisions to terminate insurance
Any decision by the Board of Directors to—

(A) issue a temporary order terminating
deposit insurance; or

(B) issue a final order terminating deposit
insurance (other than under subsection (p)
or (q) of this section);

shall be made by the Board of Directors and
may not be delegated.
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(10) Low- to moderate-income housing lender
In making any determination regarding the

termination of insurance of a solvent savings
association, the Corporation may consider the
extent of the association’s low- to moderate-
income housing loans.

(b) Cease-and-desist proceedings
(1) If, in the opinion of the appropriate Federal

banking agency, any insured depository institu-
tion, depository institution which has insured
deposits, or any institution-affiliated party is
engaging or has engaged, or the agency has rea-
sonable cause to believe that the depository in-
stitution or any institution-affiliated party is
about to engage, in an unsafe or unsound prac-
tice in conducting the business of such deposi-
tory institution, or is violating or has violated,
or the agency has reasonable cause to believe
that the depository institution or any institu-
tion-affiliated party is about to violate, a law,
rule, or regulation, or any condition imposed in
writing by the agency in connection with the
granting of any application or other request by
the depository institution or any written agree-
ment entered into with the agency, the agency
may issue and serve upon the depository institu-
tion or such party a notice of charges in respect
thereof. The notice shall contain a statement of
the facts constituting the alleged violation or
violations or the unsafe or unsound practice or
practices, and shall fix a time and place at
which a hearing will be held to determine
whether an order to cease and desist therefrom
should issue against the depository institution
or the institution-affiliated party. Such hearing
shall be fixed for a date not earlier than thirty
days nor later than sixty days after service of
such notice unless an earlier or a later date is
set by the agency at the request of any party so
served. Unless the party or parties so served
shall appear at the hearing personally or by a
duly authorized representative, they shall be
deemed to have consented to the issuance of the
cease-and-desist order. In the event of such con-
sent, or if upon the record made at any such
hearing, the agency shall find that any violation
or unsafe or unsound practice specified in the
notice of charges has been established, the agen-
cy may issue and serve upon the depository in-
stitution or the institution-affiliated party an
order to cease and desist from any such viola-
tion or practice. Such order may, by provisions
which may be mandatory or otherwise, require
the depository institution or its institution-af-
filiated parties to cease and desist from the
same, and, further, to take affirmative action to
correct the conditions resulting from any such
violation or practice.

(2) A cease-and-desist order shall become effec-
tive at the expiration of thirty days after the
service of such order upon the depository insti-
tution or other person concerned (except in the
case of a cease-and-desist order issued upon con-
sent, which shall become effective at the time
specified therein), and shall remain effective and
enforceable as provided therein, except to such
extent as it is stayed, modified, terminated, or
set aside by action of the agency or a reviewing
court.

(3) This subsection and subsections (c) through
(s) and subsection (u) of this section shall apply

to any bank holding company, and to any sub-
sidiary (other than a bank) of a bank holding
company, as those terms are defined in the Bank
Holding Company Act of 1956 [12 U.S.C. 1841 et
seq.], and to any organization organized and op-
erated under section 25(a) 2 of the Federal Re-
serve Act [12 U.S.C. 611 et seq.] or operating
under section 25 of the Federal Reserve Act [12
U.S.C. 601 et seq.], in the same manner as they
apply to a State member insured bank. Nothing
in this subsection or in subsection (c) of this
section shall authorize any Federal banking
agency, other than the Board of Governors of
the Federal Reserve System, to issue a notice of
charges or cease-and-desist order against a bank
holding company or any subsidiary thereof
(other than a bank or subsidiary of that bank).

(4) This subsection and subsections (c) through
(s) and subsection (u) of this section shall apply
to any foreign bank or company to which sub-
section (a) of section 3106 of this title applies
and to any subsidiary (other than a bank) of any
such foreign bank or company in the same man-
ner as they apply to a bank holding company
and any subsidiary thereof (other than a bank)
under paragraph (3) of this subsection. For the
purposes of this paragraph, the term ‘‘subsidi-
ary’’ shall have the meaning assigned to it in
section 2 of the Bank Holding Company Act of
1956 [12 U.S.C. 1841].

(5) This section shall apply, in the same man-
ner as it applies to any insured depository insti-
tution for which the appropriate Federal bank-
ing agency is the Comptroller of the Currency,
to any national banking association chartered
by the Comptroller of the Currency, including
an uninsured association.

(6) AFFIRMATIVE ACTION TO CORRECT CONDITIONS
RESULTING FROM VIOLATIONS OR PRACTICES.—The
authority to issue an order under this sub-
section and subsection (c) of this section which
requires an insured depository institution or
any institution-affiliated party to take affirma-
tive action to correct or remedy any conditions
resulting from any violation or practice with re-
spect to which such order is issued includes the
authority to require such depository institution
or such party to—

(A) make restitution or provide reimburse-
ment, indemnification, or guarantee against
loss if—

(i) such depository institution or such
party was unjustly enriched in connection
with such violation or practice; or

(ii) the violation or practice involved a
reckless disregard for the law or any appli-
cable regulations or prior order of the appro-
priate Federal banking agency;

(B) restrict the growth of the institution;
(C) dispose of any loan or asset involved;
(D) rescind agreements or contracts; and
(E) employ qualified officers or employees

(who may be subject to approval by the appro-
priate Federal banking agency at the direction
of such agency); and

(F) take such other action as the banking
agency determines to be appropriate.

(7) AUTHORITY TO LIMIT ACTIVITIES.—The au-
thority to issue an order under this subsection
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or subsection (c) of this section includes the au-
thority to place limitations on the activities or
functions of an insured depository institution or
any institution-affiliated party.

(8) UNSATISFACTORY ASSET QUALITY, MANAGE-
MENT, EARNINGS, OR LIQUIDITY AS UNSAFE OR UN-
SOUND PRACTICE.—If an insured depository insti-
tution receives, in its most recent report of ex-
amination, a less-than-satisfactory rating for
asset quality, management, earnings, or liquid-
ity, the appropriate Federal banking agency
may (if the deficiency is not corrected) deem the
institution to be engaging in an unsafe or un-
sound practice for purposes of this subsection.

(9) EXPANSION OF AUTHORITY TO SAVINGS AND
LOAN AFFILIATES AND ENTITIES.—Subsections (a)
through (s) of this section and subsection (u) of
this section shall apply to any savings and loan
holding company and to any subsidiary (other
than a bank or subsidiary of that bank) of a sav-
ings and loan holding company,,3 whether whol-
ly or partly owned, in the same manner as such
subsections apply to a savings association.

(10) STANDARD FOR CERTAIN ORDERS.—No au-
thority under this subsection or subsection (c)
of this section to prohibit any institution-affili-
ated party from withdrawing, transferring, re-
moving, dissipating, or disposing of any funds,
assets, or other property may be exercised un-
less the appropriate Federal banking agency
meets the standards of Rule 65 of the Federal
Rules of Civil Procedure, without regard to the
requirement of such rule that the applicant
show that the injury, loss, or damage is irrep-
arable and immediate.
(c) Temporary cease-and-desist orders

(1) Whenever the appropriate Federal banking
agency shall determine that the violation or
threatened violation or the unsafe or unsound
practice or practices, specified in the notice of
charges served upon the depository institution
or any institution-affiliated party pursuant to
paragraph (1) of subsection (b) of this section, or
the continuation thereof, is likely to cause in-
solvency or significant dissipation of assets or
earnings of the depository institution, or is like-
ly to weaken the condition of the depository in-
stitution or otherwise prejudice the interests of
its depositors prior to the completion of the pro-
ceedings conducted pursuant to paragraph (1) of
subsection (b) of this section, the agency may
issue a temporary order requiring the depository
institution or such party to cease and desist
from any such violation or practice and to take
affirmative action to prevent or remedy such in-
solvency, dissipation, condition, or prejudice
pending completion of such proceedings. Such
order may include any requirement authorized
under subsection (b)(6) of this section. Such
order shall become effective upon service upon
the depository institution or such institution-
affiliated party and, unless set aside, limited, or
suspended by a court in proceedings authorized
by paragraph (2) of this subsection, shall remain
effective and enforceable pending the comple-
tion of the administrative proceedings pursuant
to such notice and until such time as the agency
shall dismiss the charges specified in such no-

tice, or if a cease-and-desist order is issued
against the depository institution or such party,
until the effective date of such order.

(2) Within ten days after the depository insti-
tution concerned or any institution-affiliated
party has been served with a temporary cease-
and-desist order, the depository institution or
such party may apply to the United States dis-
trict court for the judicial district in which the
home office of the depository institution is lo-
cated, or the United States District Court for
the District of Columbia, for an injunction set-
ting aside, limiting, or suspending the enforce-
ment, operation, or effectiveness of such order
pending the completion of the administrative
proceedings pursuant to the notice of charges
served upon the depository institution or such
party under paragraph (1) of subsection (b) of
this section, and such court shall have jurisdic-
tion to issue such injunction.

(3) INCOMPLETE OR INACCURATE RECORDS.—
(A) TEMPORARY ORDER.—If a notice of

charges served under subsection (b)(1) of this
section specifies, on the basis of particular
facts and circumstances, that an insured de-
pository institution’s books and records are so
incomplete or inaccurate that the appropriate
Federal banking agency is unable, through the
normal supervisory process, to determine the
financial condition of that depository institu-
tion or the details or purpose of any trans-
action or transactions that may have a mate-
rial effect on the financial condition of that
depository institution, the agency may issue a
temporary order requiring—

(i) the cessation of any activity or practice
which gave rise, whether in whole or in part,
to the incomplete or inaccurate state of the
books or records; or

(ii) affirmative action to restore such
books or records to a complete and accurate
state, until the completion of the proceed-
ings under subsection (b)(1) of this section.

(B) EFFECTIVE PERIOD.—Any temporary order
issued under subparagraph (A)—

(i) shall become effective upon service; and
(ii) unless set aside, limited, or suspended

by a court in proceedings under paragraph
(2), shall remain in effect and enforceable
until the earlier of—

(I) the completion of the proceeding ini-
tiated under subsection (b)(1) of this sec-
tion in connection with the notice of
charges; or

(II) the date the appropriate Federal
banking agency determines, by examina-
tion or otherwise, that the insured deposi-
tory institution’s books and records are
accurate and reflect the financial condi-
tion of the depository institution.

(d) Temporary cease-and-desist orders; enforce-
ment

In the case of violation or threatened viola-
tion of, or failure to obey, a temporary cease-
and-desist order issued pursuant to paragraph (1)
of subsection (c) of this section, the appropriate
Federal banking agency may apply to the
United States district court, or the United
States court of any territory, within the juris-
diction of which the home office of the deposi-
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tory institution is located, for an injunction to
enforce such order, and, if the court shall deter-
mine that there has been such violation or
threatened violation or failure to obey, it shall
be the duty of the court to issue such injunc-
tion.
(e) Removal and prohibition authority

(1) AUTHORITY TO ISSUE ORDER.—Whenever the
appropriate Federal banking agency determines
that—

(A) any institution-affiliated party has, di-
rectly or indirectly—

(i) violated—
(I) any law or regulation;
(II) any cease-and-desist order which has

become final;
(III) any condition imposed in writing by

the appropriate Federal banking agency in
connection with the grant of any applica-
tion or other request by such depository
institution; or

(IV) any written agreement between
such depository institution and such agen-
cy;

(ii) engaged or participated in any unsafe
or unsound practice in connection with any
insured depository institution or business
institution; or

(iii) committed or engaged in any act,
omission, or practice which constitutes a
breach of such party’s fiduciary duty;

(B) by reason of the violation, practice, or
breach described in any clause of subpara-
graph (A)—

(i) such insured depository institution or
business institution has suffered or will
probably suffer financial loss or other dam-
age;

(ii) the interests of the insured depository
institution’s depositors have been or could
be prejudiced; or

(iii) such party has received financial gain
or other benefit by reason of such violation,
practice, or breach; and

(C) such violation, practice, or breach—
(i) involves personal dishonesty on the

part of such party; or
(ii) demonstrates willful or continuing dis-

regard by such party for the safety or sound-
ness of such insured depository institution
or business institution,

the agency may serve upon such party a written
notice of the agency’s intention to remove such
party from office or to prohibit any further par-
ticipation by such party, in any manner, in the
conduct of the affairs of any insured depository
institution.

(2) SPECIFIC VIOLATIONS.—
(A) IN GENERAL.—Whenever the appropriate

Federal banking agency determines that—
(i) an institution-affiliated party has com-

mitted a violation of any provision of sub-
chapter II of chapter 53 of title 31 and such
violation was not inadvertent or uninten-
tional;

(ii) an officer or director of an insured de-
pository institution has knowledge that an
institution-affiliated party of the insured de-
pository institution has violated any such

provision or any provision of law referred to
in subsection (g)(1)(A)(ii) of this section; or

(iii) an officer or director of an insured de-
pository institution has committed any vio-
lation of the Depository Institution Manage-
ment Interlocks Act [12 U.S.C. 3201 et seq.],

the agency may serve upon such party, officer,
or director a written notice of the agency’s in-
tention to remove such party from office.

(B) FACTORS TO BE CONSIDERED.—In deter-
mining whether an officer or director should
be removed as a result of the application of
subparagraph (A)(ii), the agency shall consider
whether the officer or director took appro-
priate action to stop, or to prevent the recur-
rence of, a violation described in such subpara-
graph.

(3) SUSPENSION ORDER.—
(A) SUSPENSION OR PROHIBITION AUTHOR-

IZED.—If the appropriate Federal banking
agency serves written notice under paragraph
(1) or (2) to any institution-affiliated party of
such agency’s intention to issue an order
under such paragraph, the appropriate Federal
banking agency may suspend such party from
office or prohibit such party from further par-
ticipation in any manner in the conduct of the
affairs of the depository institution, if the
agency—

(i) determines that such action is nec-
essary for the protection of the depository
institution or the interests of the depository
institution’s depositors; and

(ii) serves such party with written notice
of the suspension order.

(B) EFFECTIVE PERIOD.—Any suspension
order issued under subparagraph (A)—

(i) shall become effective upon service; and
(ii) unless a court issues a stay of such

order under subsection (f) of this section,
shall remain in effect and enforceable
until—

(I) the date the appropriate Federal
banking agency dismisses the charges con-
tained in the notice served under para-
graph (1) or (2) with respect to such party;
or

(II) the effective date of an order issued
by the agency to such party under para-
graph (1) or (2).

(C) COPY OF ORDER.—If an appropriate Fed-
eral banking agency issues a suspension order
under subparagraph (A) to any institution-af-
filiated party, the agency shall serve a copy of
such order on any insured depository institu-
tion with which such party is associated at the
time such order is issued.

(4) A notice of intention to remove an institu-
tion-affiliated party from office or to prohibit
such party from participating in the conduct of
the affairs of an insured depository institution,
shall contain a statement of the facts constitut-
ing grounds therefor, and shall fix a time and
place at which a hearing will be held thereon.
Such hearing shall be fixed for a date not earlier
than thirty days nor later than sixty days after
the date of service of such notice, unless an ear-
lier or a later date is set by the agency at the
request of (A) such party, and for good cause
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shown, or (B) the Attorney General of the
United States. Unless such party shall appear at
the hearing in person or by a duly authorized
representative, such party shall be deemed to
have consented to the issuance of an order of
such removal or prohibition. In the event of
such consent, or if upon the record made at any
such hearing the agency shall find that any of
the grounds specified in such notice have been
established, the agency may issue such orders of
suspension or removal from office, or prohibi-
tion from participation in the conduct of the af-
fairs of the depository institution, as it may
deem appropriate. In any action brought under
this section by the Comptroller of the Currency
in respect to any such party with respect to a
national banking association or a District de-
pository institution, the findings and conclu-
sions of the Administrative Law Judge shall be
certified to the Board of Governors of the Fed-
eral Reserve System for the determination of
whether any order shall issue. Any such order
shall become effective at the expiration of thir-
ty days after service upon such depository insti-
tution and such party concerned (except in the
case of an order issued upon consent, which shall
become effective at the time specified therein).
Such order shall remain effective and enforce-
able except to such extent as it is stayed, modi-
fied, terminated, or set aside by action of the
agency or a reviewing court.

(5) For the purpose of enforcing any law, rule,
regulation, or cease-and-desist order in connec-
tion with an interlocking relationship, the term
‘‘officer’’ within the term ‘‘institution-affiliated
party’’ as used in this subsection means an em-
ployee or officer with management functions,
and the term ‘‘director’’ within the term ‘‘insti-
tution-affiliated party’’ as used in this sub-
section includes an advisory or honorary direc-
tor, a trustee of a depository institution under
the control of trustees, or any person who has a
representative or nominee serving in any such
capacity.

(6) PROHIBITION OF CERTAIN SPECIFIC ACTIVI-
TIES.—Any person subject to an order issued
under this subsection shall not—

(A) participate in any manner in the conduct
of the affairs of any institution or agency
specified in paragraph (7)(A);

(B) solicit, procure, transfer, attempt to
transfer, vote, or attempt to vote any proxy,
consent, or authorization with respect to any
voting rights in any institution described in
subparagraph (A);

(C) violate any voting agreement previously
approved by the appropriate Federal banking
agency; or

(D) vote for a director, or serve or act as an
institution-affiliated party.

(7) INDUSTRYWIDE PROHIBITION.—
(A) IN GENERAL.—Except as provided in sub-

paragraph (B), any person who, pursuant to an
order issued under this subsection or sub-
section (g) of this section, has been removed or
suspended from office in an insured depository
institution or prohibited from participating in
the conduct of the affairs of an insured deposi-
tory institution may not, while such order is
in effect, continue or commence to hold any
office in, or participate in any manner in the
conduct of the affairs of—

(i) any insured depository institution;
(ii) any institution treated as an insured

bank under subsection (b)(3) or (b)(4) of this
section, or as a savings association under
subsection (b)(9) of this section;

(iii) any insured credit union under the
Federal Credit Union Act [12 U.S.C. 1751 et
seq.];

(iv) any institution chartered under the
Farm Credit Act of 1971 [12 U.S.C. 2001 et
seq.];

(v) any appropriate Federal depository in-
stitution regulatory agency;

(vi) the Federal Housing Finance Board
and any Federal home loan bank; and

(vii) the Resolution Trust Corporation.

(B) EXCEPTION IF AGENCY PROVIDES WRITTEN
CONSENT.—If, on or after the date an order is
issued under this subsection which removes or
suspends from office any institution-affiliated
party or prohibits such party from participat-
ing in the conduct of the affairs of an insured
depository institution, such party receives the
written consent of—

(i) the agency that issued such order; and
(ii) the appropriate Federal financial insti-

tutions regulatory agency of the institution
described in any clause of subparagraph (A)
with respect to which such party proposes to
become an institution-affiliated party,

subparagraph (A) shall, to the extent of such
consent, cease to apply to such party with re-
spect to the institution described in each writ-
ten consent. Any agency that grants such a
written consent shall report such action to the
Corporation and publicly disclose such con-
sent.

(C) VIOLATION OF PARAGRAPH TREATED AS VIO-
LATION OF ORDER.—Any violation of subpara-
graph (A) by any person who is subject to an
order described in such subparagraph shall be
treated as a violation of the order.

(D) ‘‘APPROPRIATE FEDERAL FINANCIAL INSTI-
TUTIONS REGULATORY AGENCY’’ DEFINED.—For
purposes of this paragraph and subsection (j)
of this section, the term ‘‘appropriate Federal
financial institutions regulatory agency’’
means—

(i) the appropriate Federal banking agen-
cy, in the case of an insured depository insti-
tution;

(ii) the Farm Credit Administration, in the
case of an institution chartered under the
Farm Credit Act of 1971 [12 U.S.C. 2001 et
seq.];

(iii) the National Credit Union Adminis-
tration Board, in the case of an insured cred-
it union (as defined in section 101(7) of the
Federal Credit Union Act [12 U.S.C. 1752(7)]);

(iv) the Secretary of the Treasury, in the
case of the Federal Housing Finance Board
and any Federal home loan bank; and

(v) the Thrift Depositor Protection Over-
sight Board, in the case of the Resolution
Trust Corporation.

(E) CONSULTATION BETWEEN AGENCIES.—The
agencies referred to in clauses (i) and (ii) of
subparagraph (B) shall consult with each other
before providing any written consent described
in subparagraph (B).
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4 So in original. Probably should be ‘‘depository institution’s’’.

(F) APPLICABILITY.—This paragraph shall
only apply to a person who is an individual,
unless the appropriate Federal banking agency
specifically finds that it should apply to a cor-
poration, firm, or other business enterprise.

(f) Stay of suspension and/or prohibition of insti-
tution-affiliated party

Within ten days after any institution-affili-
ated party has been suspended from office and/or
prohibited from participation in the conduct of
the affairs of an insured depository institution
under subsection (e)(3) of this section, such
party may apply to the United States district
court for the judicial district in which the home
office of the depository institution is located, or
the United States District Court for the District
of Columbia, for a stay of such suspension and/
or prohibition pending the completion of the ad-
ministrative proceedings pursuant to the notice
served upon such party under subsection (e)(1) or
(e)(2) of this section, and such court shall have
jurisdiction to stay such suspension and/or pro-
hibition.
(g) Suspension or removal of institution-affili-

ated party charged with felony
(1) SUSPENSION OR PROHIBITION.—

(A) IN GENERAL.—Whenever any institution-
affiliated party is charged in any information,
indictment, or complaint, with the commis-
sion of or participation in—

(i) a crime involving dishonesty or breach
of trust which is punishable by imprison-
ment for a term exceeding one year under
State or Federal law, or

(ii) a criminal violation of section 1956,
1957, or 1960 of title 18 or section 5322 or 5324
of title 31,

the appropriate Federal banking agency may,
if continued service or participation by such
party may pose a threat to the interests of the
depository institution’s depositors or may
threaten to impair public confidence in the de-
pository institution, by written notice served
upon such party, suspend such party from of-
fice or prohibit such party from further par-
ticipation in any manner in the conduct of the
affairs of the depository institution.

(B) PROVISIONS APPLICABLE TO NOTICE.—
(i) COPY.—A copy of any notice under sub-

paragraph (A) shall also be served upon the
depository institution.

(ii) EFFECTIVE PERIOD.—A suspension or
prohibition under subparagraph (A) shall re-
main in effect until the information, indict-
ment, or complaint referred to in such sub-
paragraph is finally disposed of or until ter-
minated by the agency.

(C) REMOVAL OR PROHIBITION.—
(i) IN GENERAL.—If a judgment of convic-

tion or an agreement to enter a pretrial di-
version or other similar program is entered
against an institution-affiliated party in
connection with a crime described in sub-
paragraph (A)(i), at such time as such judg-
ment is not subject to further appellate re-
view, the appropriate Federal banking agen-
cy may, if continued service or participation
by such party may pose a threat to the in-
terests of the depository institution’s de-

positors or may threaten to impair public
confidence in the depository institution,
issue and serve upon such party an order re-
moving such party from office or prohibiting
such party from further participation in any
manner in the conduct of the affairs of the
depository institution without the prior
written consent of the appropriate agency.

(ii) REQUIRED FOR CERTAIN OFFENSES.—In
the case of a judgment of conviction or
agreement against an institution-affiliated
party in connection with a violation de-
scribed in subparagraph (A)(ii), the appro-
priate Federal banking agency shall issue
and serve upon such party an order removing
such party from office or prohibiting such
party from further participation in any man-
ner in the conduct of the affairs of the de-
pository institution without the prior writ-
ten consent of the appropriate agency.

(D) PROVISIONS APPLICABLE TO ORDER.—
(i) COPY.—A copy of any order under sub-

paragraph (C) shall also be served upon the
depository institution, whereupon the insti-
tution-affiliated party who is subject to the
order (if a director or an officer) shall cease
to be a director or officer of such depository
institution.

(ii) EFFECT OF ACQUITTAL.—A finding of not
guilty or other disposition of the charge
shall not preclude the agency from institut-
ing proceedings after such finding or disposi-
tion to remove such party from office or to
prohibit further participation in depository
institution affairs, pursuant to paragraph
(1), (2), or (3) of subsection (e) of this section.

(iii) EFFECTIVE PERIOD.—Any notice of sus-
pension or order of removal issued under this
paragraph shall remain effective and out-
standing until the completion of any hearing
or appeal authorized under paragraph (3) un-
less terminated by the agency.

(2) If at any time, because of the suspension of
one or more directors pursuant to this section,
there shall be on the board of directors of a na-
tional bank less than a quorum of directors not
so suspended, all powers and functions vested in
or exercisable by such board shall vest in and be
exercisable by the director or directors on the
board not so suspended, until such time as there
shall be a quorum of the board of directors. In
the event all of the directors of a national bank
are suspended pursuant to this section, the
Comptroller of the Currency shall appoint per-
sons to serve temporarily as directors in their
place and stead pending the termination of such
suspensions, or until such time as those who
have been suspended, cease to be directors of the
bank and their respective successors take office.

(3) Within thirty days from service of any no-
tice of suspension or order of removal issued
pursuant to paragraph (1) of this subsection, the
institution-affiliated party concerned may re-
quest in writing an opportunity to appear before
the agency to show that the continued service to
or participation in the conduct of the affairs of
the depository institution by such party does
not, or is not likely to, pose a threat to the in-
terests of the bank’s 4 depositors or threaten to
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impair public confidence in the depository insti-
tution. Upon receipt of any such request, the ap-
propriate Federal banking agency shall fix a
time (not more than thirty days after receipt of
such request, unless extended at the request of
such party) and place at which such party may
appear, personally or through counsel, before
one or more members of the agency or des-
ignated employees of the agency to submit writ-
ten materials (or, at the discretion of the agen-
cy, oral testimony) and oral argument. Within
sixty days of such hearing, the agency shall no-
tify such party whether the suspension or prohi-
bition from participation in any manner in the
conduct of the affairs of the depository institu-
tion will be continued, terminated, or otherwise
modified, or whether the order removing such
party from office or prohibiting such party from
further participation in any manner in the con-
duct of the affairs of the depository institution
will be rescinded or otherwise modified. Such
notification shall contain a statement of the
basis for the agency’s decision, if adverse to
such party. The Federal banking agencies are
authorized to prescribe such rules as may be
necessary to effectuate the purposes of this sub-
section.
(h) Hearings and judicial review

(1) Any hearing provided for in this section
(other than the hearing provided for in sub-
section (g)(3) of this section) shall be held in the
Federal judicial district or in the territory in
which the home office of the depository institu-
tion is located unless the party afforded the
hearing consents to another place, and shall be
conducted in accordance with the provisions of
chapter 5 of title 5. After such hearing, and
within ninety days after the appropriate Federal
banking agency or Board of Governors of the
Federal Reserve System has notified the parties
that the case has been submitted to it for final
decision, it shall render its decision (which shall
include findings of fact upon which its decision
is predicated) and shall issue and serve upon
each party to the proceeding an order or orders
consistent with the provisions of this section.
Judicial review of any such order shall be exclu-
sively as provided in this subsection (h). Unless
a petition for review is timely filed in a court of
appeals of the United States, as hereinafter pro-
vided in paragraph (2) of this subsection, and
thereafter until the record in the proceeding has
been filed as so provided, the issuing agency
may at any time, upon such notice and in such
manner as it shall deem proper, modify, termi-
nate, or set aside any such order. Upon such fil-
ing of the record, the agency may modify, termi-
nate, or set aside any such order with permis-
sion of the court.

(2) Any party to any proceeding under para-
graph (1) may obtain a review of any order
served pursuant to paragraph (1) of this sub-
section (other than an order issued with the con-
sent of the depository institution or the institu-
tion-affiliated party concerned, or an order is-
sued under paragraph (1) of subsection (g) of this
section) by the filing in the court of appeals of
the United States for the circuit in which the
home office of the depository institution is lo-
cated, or in the United States Court of Appeals

for the District of Columbia Circuit, within thir-
ty days after the date of service of such order, a
written petition praying that the order of the
agency be modified, terminated, or set aside. A
copy of such petition shall be forthwith trans-
mitted by the clerk of the court to the agency,
and thereupon the agency shall file in the court
the record in the proceeding, as provided in sec-
tion 2112 of title 28. Upon the filing of such peti-
tion, such court shall have jurisdiction, which
upon the filing of the record shall except as pro-
vided in the last sentence of said paragraph (1)
be exclusive, to affirm, modify, terminate, or set
aside, in whole or in part, the order of the agen-
cy. Review of such proceedings shall be had as
provided in chapter 7 of title 5. The judgment
and decree of the court shall be final, except
that the same shall be subject to review by the
Supreme Court upon certiorari, as provided in
section 1254 of title 28.

(3) The commencement of proceedings for judi-
cial review under paragraph (2) of this sub-
section shall not, unless specifically ordered by
the court, operate as a stay of any order issued
by the agency.
(i) Jurisdiction and enforcement; penalty

(1) The appropriate Federal banking agency
may in its discretion apply to the United States
district court, or the United States court of any
territory, within the jurisdiction of which the
home office of the depository institution is lo-
cated, for the enforcement of any effective and
outstanding notice or order issued under this
section or under section 1831o or 1831p–1 of this
title, and such courts shall have jurisdiction and
power to order and require compliance herewith;
but except as otherwise provided in this section
or under section 1831o or 1831p–1 of this title no
court shall have jurisdiction to affect by injunc-
tion or otherwise the issuance or enforcement of
any notice or order under any such section, or to
review, modify, suspend, terminate, or set aside
any such notice or order.

(2) CIVIL MONEY PENALTY.—
(A) FIRST TIER.—Any insured depository in-

stitution which, and any institution-affiliated
party who—

(i) violates any law or regulation;
(ii) violates any final order or temporary

order issued pursuant to subsection (b), (c),
(e), (g), or (s) of this section or any final
order under section 1831o or 1831p–1 of this
title;

(iii) violates any condition imposed in
writing by the appropriate Federal banking
agency in connection with the grant of any
application or other request by such deposi-
tory institution; or

(iv) violates any written agreement be-
tween such depository institution and such
agency,

shall forfeit and pay a civil penalty of not
more than $5,000 for each day during which
such violation continues.

(B) SECOND TIER.—Notwithstanding subpara-
graph (A), any insured depository institution
which, and any institution-affiliated party
who—

(i)(I) commits any violation described in
any clause of subparagraph (A);
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(II) recklessly engages in an unsafe or un-
sound practice in conducting the affairs of
such insured depository institution; or

(III) breaches any fiduciary duty;
(ii) which violation, practice, or breach—

(I) is part of a pattern of misconduct;
(II) causes or is likely to cause more

than a minimal loss to such depository in-
stitution; or

(III) results in pecuniary gain or other
benefit to such party,

shall forfeit and pay a civil penalty of not
more than $25,000 for each day during which
such violation, practice, or breach continues.

(C) THIRD TIER.—Notwithstanding subpara-
graphs (A) and (B), any insured depository in-
stitution which, and any institution-affiliated
party who—

(i) knowingly—
(I) commits any violation described in

any clause of subparagraph (A);
(II) engages in any unsafe or unsound

practice in conducting the affairs of such
depository institution; or

(III) breaches any fiduciary duty; and

(ii) knowingly or recklessly causes a sub-
stantial loss to such depository institution
or a substantial pecuniary gain or other ben-
efit to such party by reason of such viola-
tion, practice, or breach,

shall forfeit and pay a civil penalty in an
amount not to exceed the applicable maximum
amount determined under subparagraph (D)
for each day during which such violation,
practice, or breach continues.

(D) MAXIMUM AMOUNTS OF PENALTIES FOR ANY
VIOLATION DESCRIBED IN SUBPARAGRAPH (C).—
The maximum daily amount of any civil pen-
alty which may be assessed pursuant to sub-
paragraph (C) for any violation, practice, or
breach described in such subparagraph is—

(i) in the case of any person other than an
insured depository institution, an amount to
not exceed $1,000,000; and

(ii) in the case of any insured depository
institution, an amount not to exceed the
lesser of—

(I) $1,000,000; or
(II) 1 percent of the total assets of such

institution.

(E) ASSESSMENT.—
(i) WRITTEN NOTICE.—Any penalty imposed

under subparagraph (A), (B), or (C) may be
assessed and collected by the appropriate
Federal banking agency by written notice.

(ii) FINALITY OF ASSESSMENT.—If, with re-
spect to any assessment under clause (i), a
hearing is not requested pursuant to sub-
paragraph (H) within the period of time al-
lowed under such subparagraph, the assess-
ment shall constitute a final and unappeal-
able order.

(F) AUTHORITY TO MODIFY OR REMIT PEN-
ALTY.—Any appropriate Federal banking agen-
cy may compromise, modify, or remit any pen-
alty which such agency may assess or had al-
ready assessed under subparagraph (A), (B), or
(C).

(G) MITIGATING FACTORS.—In determining
the amount of any penalty imposed under sub-

paragraph (A), (B), or (C), the appropriate
agency shall take into account the appro-
priateness of the penalty with respect to—

(i) the size of financial resources and good
faith of the insured depository institution or
other person charged;

(ii) the gravity of the violation;
(iii) the history of previous violations; and
(iv) such other matters as justice may re-

quire.

(H) HEARING.—The insured depository insti-
tution or other person against whom any pen-
alty is assessed under this paragraph shall be
afforded an agency hearing if such institution
or person submits a request for such hearing
within 20 days after the issuance of the notice
of assessment.

(I) COLLECTION.—
(i) REFERRAL.—If any insured depository

institution or other person fails to pay an
assessment after any penalty assessed under
this paragraph has become final, the agency
that imposed the penalty shall recover the
amount assessed by action in the appro-
priate United States district court.

(ii) APPROPRIATENESS OF PENALTY NOT RE-
VIEWABLE.—In any civil action under clause
(i), the validity and appropriateness of the
penalty shall not be subject to review.

(J) DISBURSEMENT.—All penalties collected
under authority of this paragraph shall be de-
posited into the Treasury.

(K) REGULATIONS.—Each appropriate Federal
banking agency shall prescribe regulations es-
tablishing such procedures as may be nec-
essary to carry out this paragraph.

(3) NOTICE UNDER THIS SECTION AFTER SEPARA-
TION FROM SERVICE.—The resignation, termi-
nation of employment or participation, or sepa-
ration of a institution-affiliated party (includ-
ing a separation caused by the closing of an in-
sured depository institution) shall not affect the
jurisdiction and authority of the appropriate
Federal banking agency to issue any notice and
proceed under this section against any such
party, if such notice is served before the end of
the 6-year period beginning on the date such
party ceased to be such a party with respect to
such depository institution (whether such date
occurs before, on, or after August 9, 1989).

(4) PREJUDGMENT ATTACHMENT.—
(A) IN GENERAL.—In any action brought by

an appropriate Federal banking agency (ex-
cluding the Corporation when acting in a man-
ner described in section 1821(d)(18) of this title)
pursuant to this section, or in actions brought
in aid of, or to enforce an order in, any admin-
istrative or other civil action for money dam-
ages, restitution, or civil money penalties
brought by such agency, the court may, upon
application of the agency, issue a restraining
order that—

(i) prohibits any person subject to the pro-
ceeding from withdrawing, transferring, re-
moving, dissipating, or disposing of any
funds, assets or other property; and

(ii) appoints a temporary receiver to ad-
minister the restraining order.

(B) STANDARD.—
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(i) SHOWING.—Rule 65 of the Federal Rules
of Civil Procedure shall apply with respect
to any proceeding under subparagraph (A)
without regard to the requirement of such
rule that the applicant show that the injury,
loss, or damage is irreparable and imme-
diate.

(ii) STATE PROCEEDING.—If, in the case of
any proceeding in a State court, the court
determines that rules of civil procedure
available under the laws of such State pro-
vide substantially similar protections to a
party’s right to due process as Rule 65 (as
modified with respect to such proceeding by
clause (i)), the relief sought under subpara-
graph (A) may be requested under the laws
of such State.

(j) Criminal penalty
Whoever, being subject to an order in effect

under subsection (e) or (g) of this section, with-
out the prior written approval of the appropriate
Federal financial institutions regulatory agen-
cy, knowingly participates, directly or indi-
rectly, in any manner (including by engaging in
an activity specifically prohibited in such an
order or in subsection (e)(6) of this section) in
the conduct of the affairs of—

(1) any insured depository institution;
(2) any institution treated as an insured

bank under subsection (b)(3) or (b)(4) of this
section, or as a savings association under sub-
section (b)(9) of this section;

(3) any insured credit union (as defined in
section 101(7) of the Federal Credit Union Act
[12 U.S.C. 1752(7)]);

(4) any institution chartered under the Farm
Credit Act of 1971 [12 U.S.C. 2001 et seq.]; or

(5) the Resolution Trust Corporation,

shall be fined not more than $1,000,000, impris-
oned for not more than 5 years, or both.
(k) Repealed. Pub. L. 101�73, title IX, § 920(c),

Aug. 9, 1989, 103 Stat. 488

(l) Notice of service
Any service required or authorized to be made

by the appropriate Federal banking agency
under this section may be made by registered
mail, or in such other manner reasonably cal-
culated to give actual notice as the agency may
by regulation or otherwise provide. Copies of
any notice or order served by the agency upon
any State depository institution or any institu-
tion-affiliated party, pursuant to the provisions
of this section, shall also be sent to the appro-
priate State supervisory authority.
(m) Notice to State authorities

In connection with any proceeding under sub-
section (b), (c)(1), or (e) of this section involving
an insured State bank or any institution-affili-
ated party, the appropriate Federal banking
agency shall provide the appropriate State su-
pervisory authority with notice of the agency’s
intent to institute such a proceeding and the
grounds therefor. Unless within such time as the
Federal banking agency deems appropriate in
the light of the circumstances of the case (which
time must be specified in the notice prescribed
in the preceding sentence) satisfactory correc-
tive action is effectuated by action of the State

supervisory authority, the agency may proceed
as provided in this section. No bank or other
party who is the subject of any notice or order
issued by the agency under this section shall
have standing to raise the requirements of this
subsection as ground for attacking the validity
of any such notice or order.
(n) Ancillary provisions; subpena power, etc.

In the course of or in connection with any pro-
ceeding under this section, or in connection
with any claim for insured deposits or any ex-
amination or investigation under section 1820(c)
of this title, the agency conducting the proceed-
ing, examination, or investigation or consider-
ing the claim for insured deposits, or any mem-
ber or designated representative thereof, includ-
ing any person designated to conduct any hear-
ing under this section, shall have the power to
administer oaths and affirmations, to take or
cause to be taken depositions, and to issue, re-
voke, quash, or modify subpenas and subpenas
duces tecum; and such agency is empowered to
make rules and regulations with respect to any
such proceedings, claims, examinations, or in-
vestigations. The attendance of witnesses and
the production of documents provided for in this
subsection may be required from any place in
any State or in any territory or other place sub-
ject to the jurisdiction of the United States at
any designated place where such proceeding is
being conducted. Any such agency or any party
to proceedings under this section may apply to
the United States District Court for the District
of Columbia, or the United States district court
for the judicial district or the United States
court in any territory in which such proceeding
is being conducted, or where the witness resides
or carries on business, for enforcement of any
subpena or subpena duces tecum issued pursuant
to this subsection, and such courts shall have ju-
risdiction and power to order and require com-
pliance therewith. Witnesses subpenaed under
this subsection shall be paid the same fees and
mileage that are paid witnesses in the district
courts of the United States. Any court having
jurisdiction of any proceeding instituted under
this section by an insured depository institution
or a director or officer thereof, may allow to any
such party such reasonable expenses and attor-
neys’ fees as it deems just and proper; and such
expenses and fees shall be paid by the depository
institution or from its assets. Any person who
willfully shall fail or refuse to attend and testify
or to answer any lawful inquiry or to produce
books, papers, correspondence, memoranda, con-
tracts, agreements, or other records, if in such
person’s power so to do, in obedience to the sub-
poena of the appropriate Federal banking agen-
cy, shall be guilty of a misdemeanor and, upon
conviction, shall be subject to a fine of not more
than $1,000 or to imprisonment for a term of not
more than one year or both.
(o) Termination of membership of State bank in

Federal Reserve System
Whenever the insured status of a State mem-

ber bank shall be terminated by action of the
Board of Directors, the Board of Governors of
the Federal Reserve System shall terminate its
membership in the Federal Reserve System in
accordance with the provisions of subchapter
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VIII of chapter 3 of this title, and whenever the
insured status of a national member bank shall
be so terminated the Comptroller of the Cur-
rency shall appoint a receiver for the bank,
which shall be the Corporation. Except as pro-
vided in subsection (c) or (d) of section 1814 of
this title, whenever a member bank shall cease
to be a member of the Federal Reserve System,
its status as an insured depository institution
shall, without notice or other action by the
Board of Directors, terminate on the date the
bank shall cease to be a member of the Federal
Reserve System, with like effect as if its insured
status had been terminated on said date by the
Board of Directors after proceedings under sub-
section (a) of this section. Whenever the insured
status of an insured Federal savings bank shall
be terminated by action of the Board of Direc-
tors, the Director of the Office of Thrift Super-
vision shall appoint a receiver for the bank,
which shall be the Corporation.

(p) Banks not receiving deposits

Notwithstanding any other provision of law,
whenever the Board of Directors shall determine
that an insured depository institution is not en-
gaged in the business of receiving deposits,
other than trust funds as herein defined, the
Corporation shall notify the depository institu-
tion that its insured status will terminate at the
expiration of the first full semiannual assess-
ment period following such notice. A finding by
the Board of Directors that a depository institu-
tion is not engaged in the business of receiving
deposits, other than such trust funds, shall be
conclusive. The Board of Directors shall pre-
scribe the notice to be given by the depository
institution of such termination and the Corpora-
tion may publish notice thereof. Upon the ter-
mination of the insured status of any such de-
pository institution, its deposits shall thereupon
cease to be insured and the depository institu-
tion shall thereafter be relieved of all future ob-
ligations to the Corporation, including the obli-
gation to pay future assessments.

(q) Assumption of liabilities

Whenever the liabilities of an insured deposi-
tory institution for deposits shall have been as-
sumed by another insured depository institution
or depository institutions, whether by way of
merger, consolidation, or other statutory as-
sumption, or pursuant to contract (1) the in-
sured status of the depository institution whose
liabilities are so assumed shall terminate on the
date of receipt by the Corporation of satisfac-
tory evidence of such assumption; (2) the sepa-
rate insurance of all deposits so assumed shall
terminate at the end of six months from the
date such assumption takes effect or, in the case
of any time deposit, the earliest maturity date
after the six-month period. Where the deposits
of an insured depository institution are assumed
by a newly insured depository institution, the
depository institution whose deposits are as-
sumed shall not be required to pay any assess-
ment with respect to the deposits which have
been so assumed after the semiannual period in
which the assumption takes effect.

(r) Action or proceeding against foreign bank;
basis; removal of officer or other person;
venue; service of process

(1) Except as otherwise specifically provided in
this section, the provisions of this section shall
be applied to foreign banks in accordance with
this subsection.

(2) An act or practice outside the United
States on the part of a foreign bank or any offi-
cer, director, employee, or agent thereof may
not constitute the basis for any action by any
officer or agency of the United States under this
section, unless—

(A) such officer or agency alleges a belief
that such act or practice has been, is, or is
likely to be a cause of or carried on in connec-
tion with or in furtherance of an act or prac-
tice within any one or more States which, in
and of itself, would constitute an appropriate
basis for action by a Federal officer or agency
under this section; or

(B) the alleged act or practice is one which,
if proven, would, in the judgment of the Board
of Directors, adversely affect the insurance
risk assumed by the Corporation.

(3) In any case in which any action or proceed-
ing is brought pursuant to an allegation under
paragraph (2) of this subsection for the suspen-
sion or removal of any officer, director, or other
person associated with a foreign bank, and such
person fails to appear promptly as a party to
such action or proceeding and to comply with
any effective order or judgment therein, any
failure by the foreign bank to secure his re-
moval from any office he holds in such bank and
from any further participation in its affairs
shall, in and of itself, constitute grounds for ter-
mination of the insurance of the deposits in any
branch of the bank.

(4) Where the venue of any judicial or adminis-
trative proceeding under this section is to be de-
termined by reference to the location of the
home office of a bank, the venue of such a pro-
ceeding with respect to a foreign bank having
one or more branches or agencies in not more
than one judicial district or other relevant juris-
diction shall be within such jurisdiction. Where
such a bank has branches or agencies in more
than one such jurisdiction, the venue shall be in
the jurisdiction within which the branch or
branches or agency or agencies involved in the
proceeding are located, and if there is more than
one such jurisdiction, the venue shall be proper
in any such jurisdiction in which the proceeding
is brought or to which it may appropriately be
transferred.

(5) Any service required or authorized to be
made on a foreign bank may be made on any
branch or agency located within any State, but
if such service is in connection with an action or
proceeding involving one or more branches or
one or more agencies located in any State, serv-
ice shall be made on at least one branch or agen-
cy so involved.
(s) Compliance with monetary transaction rec-

ordkeeping and report requirements
(1) Compliance procedures required

Each appropriate Federal banking agency
shall prescribe regulations requiring insured
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depository institutions to establish and main-
tain procedures reasonably designed to assure
and monitor the compliance of such deposi-
tory institutions with the requirements of
subchapter II of chapter 53 of title 31.
(2) Examinations of depository institution to

include review of compliance procedures
(A) In general

Each examination of an insured depository
institution by the appropriate Federal bank-
ing agency shall include a review of the pro-
cedures required to be established and main-
tained under paragraph (1).
(B) Exam report requirement

The report of examination shall describe
any problem with the procedures maintained
by the insured depository institution.

(3) Order to comply with requirements
If the appropriate Federal banking agency

determines that an insured depository institu-
tion—

(A) has failed to establish and maintain
the procedures described in paragraph (1); or

(B) has failed to correct any problem with
the procedures maintained by such deposi-
tory institution which was previously re-
ported to the depository institution by such
agency,

the agency shall issue an order in the manner
prescribed in subsection (b) or (c) of this sec-
tion requiring such depository institution to
cease and desist from its violation of this sub-
section or regulations prescribed under this
subsection.

(t) Authority of FDIC to take enforcement action
against insured depository institutions and
institution-affiliated parties

(1) Recommending action by appropriate Fed-
eral banking agency

The Corporation, based on an examination of
an insured depository institution by the Cor-
poration or by the appropriate Federal bank-
ing agency or on other information, may rec-
ommend in writing to the appropriate Federal
banking agency that the agency take any en-
forcement action authorized under section
1817(j) of this title, this section, or section
1828(j) of this title with respect to any insured
depository institution or any institution-af-
filiated party. The recommendation shall be
accompanied by a written explanation of the
concerns giving rise to the recommendation.
(2) FDIC�s authority to act if appropriate Fed-

eral banking agency fails to follow recom-
mendation

If the appropriate Federal banking agency
does not, before the end of the 60-day period
beginning on the date on which the agency re-
ceives the recommendation under paragraph
(1), take the enforcement action recommended
by the Corporation or provide a plan accept-
able to the Corporation for responding to the
Corporation’s concerns, the Corporation may
take the recommended enforcement action if
the Board of Directors determines, upon a vote
of its members, that—

(A) the insured depository institution is in
an unsafe or unsound condition;

(B) the institution or institution-affiliated
party is engaging in unsafe or unsound prac-
tices, and the recommended enforcement ac-
tion will prevent the institution or institu-
tion-affiliated party from continuing such
practices; or

(C) the conduct or threatened conduct (in-
cluding any acts or omissions) poses a risk
to the deposit insurance fund, or may preju-
dice the interests of the institution’s deposi-
tors.

(3) Effect of exigent circumstances
(A) Authority to act

The Corporation may, upon a vote of the
Board of Directors, and after notice to the
appropriate Federal banking agency, exer-
cise its authority under paragraph (2) in exi-
gent circumstances without regard to the
time period set forth in paragraph (2).

(B) Agreement on exigent circumstances
The Corporation shall, by agreement with

the appropriate Federal banking agency, set
forth those exigent circumstances in which
the Corporation may act under subparagraph
(A).

(4) Corporation�s powers; institution�s duties
For purposes of this subsection—

(A) the Corporation shall have the same
powers with respect to any insured deposi-
tory institution and its affiliates as the ap-
propriate Federal banking agency has with
respect to the institution and its affiliates;
and

(B) the institution and its affiliates shall
have the same duties and obligations with
respect to the Corporation as the institution
and its affiliates have with respect to the ap-
propriate Federal banking agency.

(5) Requests for formal actions and investiga-
tions

(A) Submission of requests
A regional office of an appropriate Federal

banking agency (including a Federal Reserve
bank) that requests a formal investigation
of or civil enforcement action against an in-
sured depository institution or institution-
affiliated party shall submit the request
concurrently to the chief officer of the ap-
propriate Federal banking agency and to the
Corporation.

(B) Agencies required to report on requests
Each appropriate Federal banking agency

shall report semiannually to the Corpora-
tion on the status or disposition of all re-
quests under subparagraph (A), including the
reasons for any decision by the agency to ap-
prove or deny such requests.

(u) Public disclosures of final orders and agree-
ments

(1) In general
The appropriate Federal banking agency

shall publish and make available to the public
on a monthly basis—

(A) any written agreement or other writ-
ten statement for which a violation may be
enforced by the appropriate Federal banking
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agency, unless the appropriate Federal
banking agency, in its discretion, deter-
mines that publication would be contrary to
the public interest;

(B) any final order issued with respect to
any administrative enforcement proceeding
initiated by such agency under this section
or any other law; and

(C) any modification to or termination of
any order or agreement made public pursu-
ant to this paragraph.

(2) Hearings
All hearings on the record with respect to

any notice of charges issued by a Federal
banking agency shall be open to the public,
unless the agency, in its discretion, deter-
mines that holding an open hearing would be
contrary to the public interest.

(3) Transcript of hearing
A transcript that includes all testimony and

other documentary evidence shall be prepared
for all hearings commenced pursuant to sub-
section (i) of this section. A transcript of pub-
lic hearings shall be made available to the
public pursuant to section 552 of title 5.

(4) Delay of publication under exceptional cir-
cumstances

If the appropriate Federal banking agency
makes a determination in writing that the
publication of a final order pursuant to para-
graph (1)(B) would seriously threaten the safe-
ty and soundness of an insured depository in-
stitution, the agency may delay the publica-
tion of the document for a reasonable time.

(5) Documents filed under seal in public en-
forcement hearings

The appropriate Federal banking agency
may file any document or part of a document
under seal in any administrative enforcement
hearing commenced by the agency if disclo-
sure of the document would be contrary to the
public interest. A written report shall be made
part of any determination to withhold any
part of a document from the transcript of the
hearing required by paragraph (2).

(6) Retention of documents
Each Federal banking agency shall keep and

maintain a record, for a period of at least 6
years, of all documents described in paragraph
(1) and all informal enforcement agreements
and other supervisory actions and supporting
documents issued with respect to or in connec-
tion with any administrative enforcement pro-
ceeding initiated by such agency under this
section or any other laws.

(7) Disclosures to Congress
No provision of this subsection may be con-

strued to authorize the withholding, or to pro-
hibit the disclosure, of any information to the
Congress or any committee or subcommittee
of the Congress.

(v) Foreign investigations
(1) Requesting assistance from foreign banking

authorities
In conducting any investigation, examina-

tion, or enforcement action under this chap-

ter, the appropriate Federal banking agency
may—

(A) request the assistance of any foreign
banking authority; and

(B) maintain an office outside the United
States.

(2) Providing assistance to foreign banking au-
thorities

(A) In general
Any appropriate Federal banking agency

may, at the request of any foreign banking
authority, assist such authority if such au-
thority states that the requesting authority
is conducting an investigation to determine
whether any person has violated, is violat-
ing, or is about to violate any law or regula-
tion relating to banking matters or currency
transactions administered or enforced by the
requesting authority.
(B) Investigation by Federal banking agency

Any appropriate Federal banking agency
may, in such agency’s discretion, investigate
and collect information and evidence perti-
nent to a request for assistance under sub-
paragraph (A). Any such investigation shall
comply with the laws of the United States
and the policies and procedures of the appro-
priate Federal banking agency.
(C) Factors to consider

In deciding whether to provide assistance
under this paragraph, the appropriate Fed-
eral banking agency shall consider—

(i) whether the requesting authority has
agreed to provide reciprocal assistance
with respect to banking matters within
the jurisdiction of any appropriate Federal
banking agency; and

(ii) whether compliance with the request
would prejudice the public interest of the
United States.

(D) Treatment of foreign banking authority
For purposes of any Federal law or appro-

priate Federal banking agency regulation re-
lating to the collection or transfer of infor-
mation by any appropriate Federal banking
agency, the foreign banking authority shall
be treated as another appropriate Federal
banking agency.

(3) Rule of construction
Paragraphs (1) and (2) shall not be construed

to limit the authority of an appropriate Fed-
eral banking agency or any other Federal
agency to provide or receive assistance or in-
formation to or from any foreign authority
with respect to any matter.

(w) Termination of insurance for money launder-
ing or cash transaction reporting offenses

(1) In general
(A) Conviction of title 18 offenses

(i) Duty to notify
If an insured State depository institu-

tion has been convicted of any criminal of-
fense under section 1956 or 1957 of title 18,
the Attorney General shall provide to the
Corporation a written notification of the
conviction and shall include a certified
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copy of the order of conviction from the
court rendering the decision.
(ii) Notice of termination; pretermination

hearing
After receipt of written notification

from the Attorney General by the Corpora-
tion of such a conviction, the Board of Di-
rectors shall issue to the insured deposi-
tory institution a notice of its intention to
terminate the insured status of the insured
depository institution and schedule a hear-
ing on the matter, which shall be con-
ducted in all respects as a termination
hearing pursuant to paragraphs (3)
through (5) of subsection (a) of this sec-
tion.

(B) Conviction of title 31 offenses
If an insured State depository institution

is convicted of any criminal offense under
section 5322 or 5324 of title 31 after receipt of
written notification from the Attorney Gen-
eral by the Corporation, the Board of Direc-
tors may initiate proceedings to terminate
the insured status of the insured depository
institution in the manner described in sub-
paragraph (A).
(C) Notice to State supervisor

The Corporation shall simultaneously
transmit a copy of any notice issued under
this paragraph to the appropriate State fi-
nancial institutions supervisor.

(2) Factors to be considered
In determining whether to terminate insur-

ance under paragraph (1), the Board of Direc-
tors shall take into account the following fac-
tors:

(A) The extent to which directors or senior
executive officers of the depository institu-
tion knew of, or were involved in, the com-
mission of the money laundering offense of
which the institution was found guilty.

(B) The extent to which the offense oc-
curred despite the existence of policies and
procedures within the depository institution
which were designed to prevent the occur-
rence of any such offense.

(C) The extent to which the depository in-
stitution has fully cooperated with law en-
forcement authorities with respect to the in-
vestigation of the money laundering offense
of which the institution was found guilty.

(D) The extent to which the depository in-
stitution has implemented additional inter-
nal controls (since the commission of the of-
fense of which the depository institution was
found guilty) to prevent the occurrence of
any other money laundering offense.

(E) The extent to which the interest of the
local community in having adequate deposit
and credit services available would be
threatened by the termination of insurance.

(3) Notice to State banking supervisor and
public

When the order to terminate insured status
initiated pursuant to this subsection is final,
the Board of Directors shall—

(A) notify the State banking supervisor of
any State depository institution described

in paragraph (1) and the Office of Thrift Su-
pervision, where appropriate, at least 10 days
prior to the effective date of the order of ter-
mination of the insured status of such depos-
itory institution, including a State branch
of a foreign bank; and

(B) publish notice of the termination of
the insured status of the depository institu-
tion in the Federal Register.

(4) Temporary insurance of previously insured
deposits

Upon termination of the insured status of
any State depository institution pursuant to
paragraph (1), the deposits of such depository
institution shall be treated in accordance with
subsection (a)(7) of this section.
(5) Successor liability

This subsection shall not apply to a succes-
sor to the interests of, or a person who ac-
quires, an insured depository institution that
violated a provision of law described in para-
graph (1), if the successor succeeds to the in-
terests of the violator, or the acquisition is
made, in good faith and not for purposes of
evading this subsection or regulations pre-
scribed under this subsection.
(6) ��Senior executive officer�� defined

The term ‘‘senior executive officer’’ has the
same meaning as in regulations prescribed
under section 1831i(f) of this title.

(Sept. 21, 1950, ch. 967, § 2[8], 64 Stat. 879; Pub. L.
89–695, title II, §§ 202, 204, Oct. 16, 1966, 80 Stat.
1046, 1054; Pub. L. 93–495, title I, § 110, Oct. 28,
1974, 88 Stat. 1506; Pub. L. 95–369, §§ 6(c)(14), (15),
11, Sept. 17, 1978, 92 Stat. 618, 624; Pub. L. 95–630,
title I, §§ 107(a)(1), (b), (c)(1), (d)(1), (e)(1), 111(a),
title II, § 208(a), title III, §§ 303, 304, Nov. 10, 1978,
92 Stat. 3649, 3653, 3654, 3656, 3660, 3665, 3674, 3676;
Pub. L. 97–320, title I, § 113(g), (h), title IV,
§§ 404(c), 424(c), (d)(6), (e), 425(b), (c), 427(d), 433(a),
Oct. 15, 1982, 96 Stat. 1473, 1474, 1512, 1523–1527;
Pub. L. 99–570, title I, § 1359(a), Oct. 27, 1986, 100
Stat. 3207–27; Pub. L. 101–73, title II, § 201, title
IX, §§ 901(b)(1), (d), 902(a), 903(a), 904(a), 905(a),
906(a), 907(a), 908(a), 912, 913(a), 920(a), (c), 926,
Aug. 9, 1989, 103 Stat. 187, 446, 450, 453, 457, 459,
462, 477, 482, 483, 488; Pub. L. 101–647, title XXV,
§§ 2521(b)(1), 2532(a), 2547(a)(1), (2), 2596(a), (b),
Nov. 29, 1990, 104 Stat. 4864, 4880, 4886, 4887, 4908;
Pub. L. 102–233, title III, § 302(a), Dec. 12, 1991, 105
Stat. 1767; Pub. L. 102–242, title I, § 131(c)(1), (2),
title III, §§ 302(e)(5), formerly (e)(4), 307, Dec. 19,
1991, 105 Stat. 2266, 2349, 2360; Pub. L. 102–550,
title XV, §§ 1503(a), 1504(a), title XVI,
§§ 1603(d)(2)–(4), 1605(a)(5)(A), (11), Oct. 28, 1992,
106 Stat. 4048, 4051, 4080, 4085, 4086; Pub. L.
102–558, title III, §§ 303(b)(6)(A), 305, Oct. 28, 1992,
106 Stat. 4225, 4226; Pub. L. 103–204, § 25, Dec. 17,
1993, 107 Stat. 2408; Pub. L. 103–325, title IV,
§ 411(c)(2)(A), title VI, § 602(a)(11)–(18), Sept. 23,
1994, 108 Stat. 2253, 2289; Pub. L. 105–164, § 3(a)(2),
Mar. 20, 1998, 112 Stat. 35; Pub. L. 105–362, title X,
§ 1001(d), Nov. 10, 1998, 112 Stat. 3291; Pub. L.
106–569, title XII, § 1232, Dec. 27, 2000, 114 Stat.
3037.)

REFERENCES IN TEXT

Subsections (a) and (b) of section 3104 of this title, re-
ferred to in subsec. (a)(1)(E), were redesignated sub-
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sections (b) and (c), respectively, of section 3104 of this
title by Pub. L. 103–328, title I, § 107(a)(1), Sept. 29, 1994,
108 Stat. 2358.

The Bank Holding Company Act of 1956, referred to in
subsec. (b)(3), is act May 9, 1956, ch. 240, 70 Stat. 133, as
amended, which is classified principally to chapter 17
(§ 1841 et seq.) of this title. For complete classification
of this Act to the Code, see Short Title note set out
under section 1841 of this title and Tables.

Section 25(a) of the Federal Reserve Act, referred to
in subsec. (b)(3), which is classified to subchapter II
(§ 611 et seq.) of chapter 6 of this title, was renumbered
section 25A of that Act by Pub. L. 102–242, title I,
§ 142(e)(2), Dec. 19, 1991, 105 Stat. 2281. Section 25 of the
Federal Reserve Act is classified to subchapter I (§ 601
et seq.) of chapter 6 of this title.

The Federal Rules of Civil Procedure, referred to in
subsecs. (b)(10) and (i)(4)(B), are set out in the Appendix
to Title 28, Judiciary and Judicial Procedure.

The Depository Institution Management Interlocks
Act, referred to in subsec. (e)(2)(A)(iii), is title II of
Pub. L. 95–630, Nov. 10, 1978, 92 Stat. 3672, as amended,
which is classified principally to chapter 33 (§ 3201 et
seq.) of this title. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 3201 of this title and Tables.

The Federal Credit Union Act, referred to in subsec.
(e)(7)(A)(iii), is act June 26, 1934, ch. 750, 48 Stat. 1216,
as amended, which is classified generally to chapter 14
(§ 1751 et seq.) of this title. For complete classification
of this Act to the Code, see section 1751 of this title and
Tables.

The Farm Credit Act of 1971, referred to in subsecs.
(e)(7)(A)(iv), (D)(ii) and (j)(4), is Pub. L. 92–181, Dec. 10,
1971, 85 Stat. 583, as amended, which is classified gener-
ally to chapter 23 (§ 2001 et seq.) of this title. For com-
plete classification of this Act to the Code, see Short
Title note set out under section 2001 of this title and
Tables.

Subchapter VIII of chapter 3 of this title, referred to
in subsec. (o), was in the original ‘‘section 9 of the Fed-
eral Reserve Act’’, meaning section 9 of act Dec. 23,
1913, ch. 6, 38 Stat. 251, as amended, which is classified
generally to subchapter VIII (§ 321 et seq.) of chapter 3
of this title.

PRIOR PROVISIONS

Section is derived from subsec. (i) of former section
264 of this title. See Codification note set out under
section 1811 of this title.

AMENDMENTS

2000—Subsec. (o). Pub. L. 106–569 substituted ‘‘sub-
section (c) or (d) of section 1814’’ for ‘‘subsection (d) of
section 1814’’.

1998—Subsec. (b)(9). Pub. L. 105–164, § 3(a)(2)(A), struck
out ‘‘to any service corporation of a savings association
and to any subsidiary of such service corporation’’
after ‘‘of a savings and loan holding company,’’.

Subsec. (e)(7)(A)(ii). Pub. L. 105–164, § 3(a)(2)(B), sub-
stituted ‘‘(b)(9)’’ for ‘‘(b)(8)’’.

Subsec. (j)(2). Pub. L. 105–164, § 3(a)(2)(C), substituted
‘‘(b)(9)’’ for ‘‘(b)(8)’’.

Subsec. (u)(3) to (8). Pub. L. 105–362 redesignated pars.
(4) to (8) as (3) to (7), respectively, and struck out head-
ing and text of former par. (3). Text read as follows: ‘‘A
written report shall be made part of a determination
not to hold a public hearing pursuant to paragraph (2)
or not to publish a document pursuant to paragraph
(1)(A). At the end of each calendar quarter, all such re-
ports shall be transmitted to the Congress.’’

1994—Subsec. (a)(3). Pub. L. 103–325, § 602(a)(11), sub-
stituted ‘‘paragraph (2)(B)’’ for ‘‘subparagraph (B) of
this subsection’’.

Subsec. (a)(7). Pub. L. 103–325, § 602(a)(12), inserted
comma after ‘‘Board of Directors’’ in first sentence and
substituted ‘‘the period’’ for ‘‘the period the period’’ in
third sentence.

Subsec. (b)(4). Pub. L. 103–325, § 602(a)(13), substituted
‘‘paragraph (3)’’ for ‘‘subparagraph (3)’’.

Subsec. (c)(2). Pub. L. 103–325, § 602(a)(14), substituted
‘‘injunction’’ for ‘‘injuction’’.

Subsec. (g)(1)(A)(ii). Pub. L. 103–325, § 411(c)(2)(A), sub-
stituted ‘‘section 5322 or 5324 of title 31’’ for ‘‘section
5322 of title 31’’.

Subsec. (g)(2). Pub. L. 103–325, § 602(a)(15), substituted
‘‘bank’’ for ‘‘depository institution’’ wherever appear-
ing.

Subsec. (o). Pub. L. 103–325, § 602(a)(16), in second sen-
tence, substituted ‘‘subsection (d)’’ for ‘‘subsection (b)’’
and ‘‘Board of Directors’’ for ‘‘board of directors’’ in
two places.

Subsec. (p). Pub. L. 103–325, § 602(a)(17), substituted
‘‘depository’’ for ‘‘banking’’ wherever appearing.

Subsec. (r)(2). Pub. L. 103–325, § 602(a)(18), substituted
‘‘agent thereof’’ for ‘‘agent therof’’.

Subsec. (w)(1)(B). Pub. L. 103–325, § 411(c)(2)(A), sub-
stituted ‘‘section 5322 or 5324 of title 31’’ for ‘‘section
5322 of title 31’’.

1993—Subsec. (b)(10). Pub. L. 103–204, § 25(2), added par.
(10).

Subsec. (i)(4)(B). Pub. L. 103–204, § 25(1), added subpar.
(B) and struck out former subpar. (B) which read as fol-
lows: ‘‘A permanent or temporary injunction or re-
straining order shall be granted without bond upon a
prima facie showing that money damages, restitution,
or civil money penalties, as sought by such agency, is
appropriate.’’

1992—Subsec. (a)(3). Pub. L. 102–550, § 1503(a)(2), in-
serted ‘‘of this subsection or subsection (w) of this sec-
tion’’ after ‘‘subparagraph (B)’’.

Subsec. (e)(2). Pub. L. 102–550, § 1504(a)(1), amended
par. (2) generally. Prior to amendment, par. (2) read as
follows: ‘‘Whenever, in the opinion of the appropriate
Federal banking agency, any director or officer of an
insured depository institution has committed any vio-
lation of the Depository Institution Management Inter-
locks Act, the agency may serve upon such director or
officer a written notice of its intention to remove him
from office.’’

Subsec. (g)(1). Pub. L. 102–550, § 1504(a)(2), amended
par. (1) generally, subdividing existing provisions into
subpars. (A) to (D) and, in subpar. (A), including viola-
tions under section 1956, 1957, or 1960 of title 18, or sec-
tion 5322 of title 31, as cause for suspension of any insti-
tution-affiliated party.

Subsec. (i)(1). Pub. L. 102–550, § 1603(d)(3), inserted ref-
erence to section 1831p–1 of this title in two places, and
substituted ‘‘order under any such section, or to re-
view’’ for ‘‘order under this section, or to review’’.

Pub. L. 102–550, § 1603(d)(2), amended directory lan-
guage of Pub. L. 102–242, § 131(c)(2)(A). See 1991 Amend-
ment note below.

Subsec. (i)(2)(A)(ii). Pub. L. 102–550, § 1603(d)(4), sub-
stituted ‘‘subsection (b), (c), (e), (g), or (s) of this sec-
tion or any final order under section 1831o or 1831p–1 of
this title’’ for ‘‘subsection (b), (c), (e), (g), or (s) of this
section, or final order under section 1831o of this title’’.

Subsec. (q). Pub. L. 102–558, § 303(b)(6)(A), amended di-
rectory language of Pub. L. 102–242, § 302(e). See 1991
amendment note below. Pub. L. 102–550, § 1605(a)(5)(A),
which contained an identical amendment, was repealed,
effective Oct. 28, 1992, by Pub. L. 102–558, § 305, set out
in a Repeal of Duplicative Provisions note under sec-
tion 1815 of this title.

Subsec. (t)(2)(B). Pub. L. 102–550, § 1605(a)(11)(A), in-
serted ‘‘or institution-affiliated party’’ after ‘‘institu-
tion’’ in two places.

Subsec. (t)(2)(C). Pub. L. 102–550, § 1605(a)(11)(B), sub-
stituted ‘‘the conduct or threatened conduct’’ for ‘‘the
institution’s conduct or threatened conduct’’.

Subsec. (t)(5)(A). Pub. L. 102–550, § 1605(a)(11)(C), in-
serted ‘‘or institution-affiliated party’’ after ‘‘deposi-
tory institution’’.

Subsec. (w). Pub. L. 102–550, § 1503(a)(1), added subsec.
(w).

1991—Subsec. (b)(8), (9). Pub. L. 102–242, § 131(c)(1),
added par. (8) and redesignated former par. (8) as (9).

Subsec. (i)(1). Pub. L. 102–242, § 131(c)(2)(A), as amend-
ed by Pub. L. 102–550, § 1603(d)(2), inserted ‘‘or under sec-
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tion 1831o of this title’’ after first and second references
to ‘‘section’’.

Subsec. (i)(2)(A)(ii). Pub. L. 102–242, § 131(c)(2)(B), in-
serted ‘‘, or final order under section 1831o of this title’’
after ‘‘section’’.

Subsec. (q). Pub. L. 102–242, § 302(e)(5), as renumbered
by Pub. L. 102–558, § 303(b)(6)(A), substituted ‘‘assess-
ment with respect to the deposits’’ for ‘‘assessment
upon the deposits’’.

Subsec. (t). Pub. L. 102–242, § 307, amended subsec. (t)
generally, substituting present provisions for provi-
sions relating to authority of Board to take enforce-
ment action against savings associations.

1990—Subsec. (b)(4). Pub. L. 101–647, § 2596(a)(2), sub-
stituted ‘‘subsections (c) through (s) and subsection (u)
of this section’’ for ‘‘subsections (c), (d), (h), (i), (k), (l),
(m), and (n) of this section’’.

Subsec. (b)(6). Pub. L. 101–647, § 2596(a)(1), inserted ‘‘or
remedy’’ after ‘‘to correct’’.

Subsec. (c)(1). Pub. L. 101–647, § 2596(b), inserted ‘‘or
remedy’’ after ‘‘to prevent’’ and substituted ‘‘(b)(6)’’ for
‘‘(b)(6)(B)’’.

Subsec. (h)(1). Pub. L. 101–647, § 2547(a)(2), struck out
after first sentence ‘‘Such hearing shall be private, un-
less the appropriate Federal banking agency, in its dis-
cretion, after fully considering the views of the party
afforded the hearing, determines that a public hearing
is necessary to protect the public interest.’’

Subsec. (i)(4). Pub. L. 101–647, § 2521(b)(1), added par.
(4).

Subsec. (u). Pub. L. 101–647, § 2547(a)(1), amended sub-
sec. (u) generally. Prior to amendment, subsec. (u) read
as follows:

‘‘(1) IN GENERAL.—The appropriate Federal banking
agency shall publish and make available to the public—

‘‘(A) any final order issued with respect to any ad-
ministrative enforcement proceeding initiated by
such agency under this section or any other provision
of law; and

‘‘(B) any modification to or termination of any
final order described in subparagraph (A) of this para-
graph.
‘‘(2) DELAY OF PUBLICATION UNDER EXCEPTIONAL CIR-

CUMSTANCES.—If the appropriate Federal banking agen-
cy makes a determination in writing that the publica-
tion of any final order pursuant to paragraph (1) would
seriously threaten the safety or soundness of an in-
sured depository institution, such agency may delay
the publication of such order for a reasonable time.’’

Subsec. (v). Pub. L. 101–647, § 2532(a), added subsec. (v).
1989—Pub. L. 101–73, § 201(a), substituted references to

insured depository institutions for references to in-
sured banks wherever appearing in this section.

Subsec. (a). Pub. L. 101–73, § 926(1), inserted heading.
Subsec. (a)(1) to (3). Pub. L. 101–73, § 926(1), added pars.

(1) to (3) and struck out first four sentences which read
as follows: ‘‘Any insured bank (except a national mem-
ber bank, a foreign bank having an insured branch
which is a Federal branch, a foreign bank having an in-
sured branch which is required to be insured under sec-
tion 3104(a) or (b) of this title, or State member bank)
may, upon not less than ninety days’ written notice to
the Corporation, terminate its status as an insured
bank. Whenever the Board of Directors shall find that
an insured bank or its directors or trustees have en-
gaged or are engaging in unsafe or unsound practices in
conducting the business of such bank, or is in an unsafe
or unsound condition to continue operations as an in-
sured bank, or violated an applicable law, rule, regula-
tion or order, or any condition imposed in writing by
the Corporation in connection with the granting of any
application or other request by the bank, or any writ-
ten agreement entered into with the Corporation the
Board of Directors shall first give to the Comptroller of
the Currency in the case of a national bank or a dis-
trict bank, to the Federal Home Loan Bank Board in
the case of an insured Federal savings bank, to the au-
thority having supervision of the bank in the case of a
State bank, and to the Board of Governors of the Fed-
eral Reserve System in the case of a State member

bank, a statement with respect to such practices or
violations for the purpose of securing the correction
thereof and shall give a copy thereof to the bank. Un-
less such correction shall be made within one hundred
and twenty days, or such shorter period not less than
twenty days fixed by the Corporation in any case where
the Board of Directors in its discretion has determined
that the insurance risk of the Corporation is unduly
jeopardized, or fixed by the Comptroller of the Cur-
rency in the case of a national bank, or the Federal
Home Loan Bank Board in the case of an insured Fed-
eral savings bank, or the State authority in the case of
a State bank, or Board of Governors of the Federal Re-
serve System in the case of a State member bank as
the case may be, the Board of Directors, if it shall de-
termine to proceed further, shall give to the bank not
less than thirty days’ written notice of intention to
terminate the status of the bank as an insured bank,
and shall fix a time and place for a hearing before the
Board of Directors or before a person designated by it
to conduct such hearing, at which evidence may be pro-
duced, and upon such evidence the Board of Directors
shall make written findings which shall be conclusive.
If the Board of Directors shall find that any unsafe or
unsound practice or condition or violation specified in
such statement has been established and has not been
corrected within the time above prescribed in which to
make such corrections, the Board of Directors may
order that the insured status of the bank be terminated
on a date subsequent to such finding and to the expira-
tion of the time specified in such notice of intention.’’

Subsec. (a)(4). Pub. L. 101–73, § 926(2), designated fifth
sentence as par. (4) and inserted heading.

Pub. L. 101–73, § 901(d), substituted ‘‘depository insti-
tution’’ for ‘‘bank’’.

Subsec. (a)(5). Pub. L. 101–73, § 926(3), designated sixth
sentence as par. (5), inserted heading, and substituted
‘‘Any insured depository institution whose insured
status’’ for ‘‘Any insured bank whose insured status’’.

Subsec. (a)(6). Pub. L. 101–73, § 926(4), designated sev-
enth sentence as par. (6) and inserted heading.

Pub. L. 101–73, § 901(d), substituted ‘‘depository insti-
tution’’ for ‘‘bank’’ wherever appearing.

Subsec. (a)(7). Pub. L. 101–73, § 926(5), (6), designated
last three sentences as par. (7), inserted heading, sub-
stituted ‘‘of at least 6 months or up to 2 years, within
the discretion of the Board of Directors’’ for first ref-
erence to ‘‘of two years’’, and ‘‘the period referred to in
the 1st sentence’’ for second reference to ‘‘of two
years’’, and struck out ‘‘of two years’’ after ‘‘within
such period’’.

Pub. L. 101–73, § 901(d), substituted ‘‘depository insti-
tution’’ for ‘‘bank’’ wherever appearing.

Subsec. (a)(8) to (10). Pub. L. 101–73, § 926(7), added
pars. (8) to (10).

Subsec. (b)(1). Pub. L. 101–73, § 901(d), substituted ‘‘de-
pository institution’’ for ‘‘bank’’ wherever appearing.

Pub. L. 101–73, § 901(b)(1)(A)(i), (B), substituted ref-
erences to institution-affiliated parties for references
to directors, officers, employees, agents, or other per-
sons participating in the conduct of banks.

Pub. L. 101–73, § 901(b)(1)(A)(ii), which directed that
‘‘institution-affiliated parties’’ be substituted for ‘‘di-
rectors, officers, employees, agents, or other persons
participating in the conduct of the affairs of such
bank’’, was executed by making the substitution for
‘‘directors, officers, employees, agents, and other per-
sons participating in the conduct of the affairs of such
bank’’, as the probable intent of Congress.

Subsec. (b)(2). Pub. L. 101–73, § 901(d), substituted ‘‘de-
pository institution’’ for ‘‘bank’’.

Subsec. (b)(3). Pub. L. 101–73, § 902(a)(1)(A), sub-
stituted ‘‘subsections (c) through (s) and subsection
(u)’’ for ‘‘subsections (c) through (f) and (h) through
(n)’’.

Subsec. (b)(4). Pub. L. 101–73, § 902(a)(1)(B), which di-
rected the substitution of ‘‘subsections (c) through (s)
and subsection (u)’’ for ‘‘subsections (c) through (f) and
(h) through (n)’’, could not be executed because the
words ‘‘subsections (c) through (f) and (h) through (n)’’
did not appear. See 1990 Amendment note above.
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Subsec. (b)(6) to (8). Pub. L. 101–73, § 902(a)(1)(C), added
pars. (6) to (8).

Subsec. (c)(1). Pub. L. 101–73, § 902(a)(2)(A), substituted
‘‘insolvency or significant dissipation’’ for ‘‘insolvency
or substantial dissipation’’, struck out ‘‘seriously’’ be-
fore ‘‘weaken the condition of’’ and before ‘‘prejudice
the interests of’’, and inserted after first sentence
‘‘Such order may include any requirement authorized
under subsection (b)(6)(B) of this section’’.

Pub. L. 101–73, § 901(d), substituted ‘‘depository insti-
tution’’ for ‘‘bank’’ wherever appearing.

Pub. L. 101–73, § 901(b)(1)(B), substituted references to
institution-affiliated parties for references to directors,
officers, employees, agents or other persons participat-
ing in the conduct of the affairs of banks.

Subsec. (c)(2). Pub. L. 101–73, § 901(d), substituted ‘‘de-
pository institution’’ for ‘‘bank’’ wherever appearing.

Pub. L. 101–73, § 901(b)(1)(B), substituted references to
institution-affiliated parties for references to directors,
officers, employees, agents or other persons participat-
ing in the conduct of the affairs of banks.

Subsec. (c)(3). Pub. L. 101–73, § 902(a)(2)(B), added par.
(3).

Subsec. (d). Pub. L. 101–73, § 901(d), substituted ‘‘de-
pository institution’’ for ‘‘bank’’.

Subsec. (e)(1). Pub. L. 101–73, § 903(a)(1), amended par.
(1) generally, by, among other changes, giving existing
provisions subpar. designations, and by adding as con-
ditions for removal of a party a violation of any condi-
tion imposed by writing in connection with a grant of
any application or request, and violation of any written
agreement between such depository institution and
agency.

Subsec. (e)(2). Pub. L. 101–73, § 903(a)(2), redesignated
par. (3) as (2) and struck out former par. (2) which read
as follows: ‘‘Whenever, in the opinion of the appro-
priate Federal banking agency, any director or officer
of an insured bank, by conduct or practice with respect
to another insured bank or other business institution
which resulted in substantial financial loss or other
damage, has evidenced either his personal dishonesty
or a willful or continuing disregard for its safety and
soundness, and, in addition, has evidenced his unfitness
to continue as a director or officer and, whenever, in
the opinion of the appropriate Federal banking agency,
any other person participating in the conduct of the af-
fairs of an insured bank, by conduct or practice with
respect to such bank or other insured bank or other
business institution which resulted in substantial fi-
nancial loss or other damage, has evidenced either his
personal dishonesty or a willful or continuing disregard
for its safety and soundness, and, in addition, has evi-
denced his unfitness to participate in the conduct of
the affairs of such insured bank, the agency may serve
upon such director, officer, or other person a written
notice of its intention to remove him from office or to
prohibit his further participation in any manner in the
conduct of the affairs of the bank.’’

Subsec. (e)(3). Pub. L. 101–73, § 903(a)(2), added par. (3).
Former par. (3) redesignated (2).

Subsec. (e)(4). Pub. L. 101–73, § 903(a)(2), redesignated
par. (5) as (4) and struck out former par. (4) which read
as follows: ‘‘In respect to any director or officer of an
insured bank or any other person referred to in para-
graph (1), (2), or (3) of this subsection, the appropriate
Federal banking agency may, if it deems it necessary
for the protection of the bank or the interests of its de-
positors, by written notice to such effect served upon
such director, officer, or other person, suspend him
from office or prohibit him from further participation
in any manner in the conduct of the affairs of the bank.
Such suspension or prohibition shall become effective
upon service of such notice and, unless stayed by a
court in proceedings authorized by subsection (f) of this
section, shall remain in effect pending the completion
of the administrative proceedings pursuant to the no-
tice served under paragraph (1), (2), or (3) of this sub-
section and until such time as the agency shall dismiss
the charges specified in such notice, or, if an order of
removal or prohibition is issued against the director or

officer or other person, until the effective date of any
such order. Copies of any such notice shall also be
served upon the bank of which he is a director or officer
or in the conduct of whose affairs he has participated.’’

Pub. L. 101–73, § 901(b)(1)(C), substituted references to
institution-affiliated parties for references to directors,
officers, or other persons.

Pub. L. 101–73, § 901(d), substituted reference to depos-
itory institutions for reference to banks.

Subsec. (e)(5). Pub. L. 101–73, § 903(a)(2), redesignated
par. (6) as (5). Former par. (5) redesignated (4).

Pub. L. 101–73, § 901(b)(1)(D), inserted ‘‘within the
term ‘institution-affiliated party’ ’’ after ‘‘the term ‘of-
ficer’ ’’, and inserted ‘‘within the term ‘institution-af-
filiated party’ as used in this subsection’’ after ‘‘the
term ‘director’ ’’.

Pub. L. 101–73, § 901(d), substituted reference to depos-
itory institution for reference to bank.

Subsec. (e)(6). Pub. L. 101–73, § 903(a)(2), (3), added par.
(6) and redesignated former par. (6) as (5).

Subsec. (e)(7). Pub. L. 101–73, § 904(a), added par. (7).
Subsec. (f). Pub. L. 101–73, § 903(a)(4)(A), substituted

‘‘(e)(3)’’ for ‘‘(e)(4)’’ and ‘‘(e)(1) or (e)(2)’’ for ‘‘(e)(1),
(e)(2), or (e)(3)’’.

Pub. L. 101–73, § 901(b)(1)(E), substituted ‘‘any institu-
tion-affiliated party’’ and ‘‘such party’’ for ‘‘any direc-
tor, officer, or other person’’ and ‘‘such director, offi-
cer, or other person’’, respectively, wherever appearing.

Pub. L. 101–73, § 901(d), substituted ‘‘depository insti-
tution’’ for ‘‘bank’’.

Subsec. (g)(1). Pub. L. 101–73, § 906(a), struck out ‘‘au-
thorized by a United States attorney’’ after ‘‘informa-
tion, indictment, or complaint’’, and substituted ‘‘or an
agreement to enter a pre-trial diversion or other simi-
lar program’’ for ‘‘with respect to such crime’’.

Pub. L. 101–73, § 903(a)(4)(B), substituted ‘‘(1), (2), or
(3)’’ for ‘‘(1), (2), (3), or (4)’’.

Pub. L. 101–73, § 901(d), substituted references to de-
pository institutions for references to banks wherever
appearing.

Pub. L. 101–73, § 901(b)(1)(F)(i), substituted ‘‘institu-
tion-affiliated party’’ for ‘‘director or officer of an in-
sured bank, or other person participating in the con-
duct of the affairs of such bank’’.

Pub. L. 101–73, § 901(b)(1)(F)(v), which directed the
substitution of ‘‘party’’ for ‘‘director, officer or other
person’’, could not be executed, because the phrase did
not appear.

Pub. L. 101–73, § 901(b)(1)(F)(ii)–(iv), (vi), substituted
‘‘such party’’ for ‘‘the individual’’ wherever appearing,
‘‘such party’’ for ‘‘such director, officer, or other per-
son’’ wherever appearing, ‘‘such party’’ for ‘‘him’’
wherever appearing, and ‘‘whereupon such party (if a
director or an officer)’’ for ‘‘whereupon such director or
officer’’.

Subsec. (g)(2). Pub. L. 101–73, § 901(d), substituted ref-
erences to depository institutions for references to
banks wherever appearing.

Subsec. (g)(3). Pub. L. 101–73, § 901(d), substituted ref-
erences to depository institutions for references to
banks wherever appearing.

Pub. L. 101–73, § 901(b)(1)(G), substituted ‘‘the institu-
tion-affiliated party concerned’’ for ‘‘the director, offi-
cer, or other person concerned’’ and substituted ‘‘such
party’’ for ‘‘such individual’’, for ‘‘the concerned direc-
tor, officer, or other person’’, and for any other ref-
erence to the director, officer or other person.

Subsec. (h)(1). Pub. L. 101–73, § 901(d), substituted ‘‘de-
pository institution’’ for ‘‘bank’’.

Subsec. (h)(2). Pub. L. 101–73, § 920(a), substituted
‘‘Any party to any proceeding under paragraph (1)’’ for
‘‘Any party to the proceeding, or any person required
by an order issued under this section to cease and de-
sist from any of the violations or practices stated
therein,’’.

Pub. L. 101–73, § 901(d), substituted ‘‘depository insti-
tution’’ for ‘‘bank’’ wherever appearing.

Pub. L. 101–73, § 901(b)(1)(H), substituted ‘‘institution-
affiliated party’’ for ‘‘director or officer or other per-
son’’.



Page 991 TITLE 12—BANKS AND BANKING § 1818

Subsec. (i)(1). Pub. L. 101–73, § 901(d), substituted ‘‘de-
pository institution’’ for ‘‘bank’’.

Subsec. (i)(2). Pub. L. 101–73, § 907(a), amended par. (2)
generally, revising and restating as subpars. (A) to (K)
provisions of former cls. (i) to (vii).

Subsec. (i)(3). Pub. L. 101–73, § 905(a), added par. (3).
Subsec. (j). Pub. L. 101–73, § 908(a), amended subsec. (j)

generally. Prior to amendment, subsec. (j) read as fol-
lows: ‘‘Any director or officer, or former director or of-
ficer of an insured bank, or any other person, against
whom there is outstanding and effective any notice or
order (which is an order which has become final) served
upon such director, officer, or other person under sub-
sections (e)(4), (e)(5), or (g) of this section, and who (i)
participates in any manner in the conduct of the affairs
of the bank involved, or directly or indirectly solicits
or procures, or transfers or attempts to transfer, or
votes or attempts to vote, any proxies, consents, or au-
thorizations in respect of any voting rights in such
bank, or (ii) without the prior written approval of the
appropriate Federal banking agency, votes for a direc-
tor, serves or acts as a director, officer, or employee of
any bank, shall upon conviction be fined not more than
$5,000 or imprisoned for not more than one year, or
both.’’

Subsec. (k). Pub. L. 101–73, § 920(c), struck out subsec.
(k) which defined the terms ‘‘cease-and-desist order
which has become final’’, ‘‘order which has become
final’’, and ‘‘violation’’, as those terms were used in
this section.

Subsec. (l). Pub. L. 101–73, § 901(d), substituted ‘‘State
depository institution’’ for ‘‘State bank’’.

Pub. L. 101–73, § 901(b)(1)(I), substituted ‘‘institution-
affiliated party’’ for ‘‘director or officer thereof or
other person participating in the conduct of its af-
fairs’’.

Subsec. (m). Pub. L. 101–73, § 901(b)(1)(J), substituted
‘‘institution-affiliated party’’ for ‘‘director or officer or
other person participating in the conduct of its af-
fairs’’.

Subsec. (n). Pub. L. 101–73, § 901(d), substituted ‘‘de-
pository institution’’ for ‘‘bank’’.

Subsec. (o). Pub. L. 101–73, § 201(b), substituted ‘‘Di-
rector of the Office of Thrift Supervision’’ for ‘‘Federal
Home Loan Bank Board’’.

Subsec. (q). Pub. L. 101–73, § 901(d), substituted ‘‘de-
pository institution’’ for ‘‘bank’’ wherever appearing
and ‘‘depository institutions’’ for ‘‘banks’’.

Subsec. (s). Pub. L. 101–73, § 901(d), substituted ref-
erences to depository institutions for references to
banks wherever appearing.

Subsec. (t). Pub. L. 101–73, § 912, added subsec. (t).
Subsec. (u). Pub. L. 101–73, § 913(a), added subsec. (u).
1986—Subsec. (i)(2)(i). Pub. L. 99–570, § 1359(a)(2), in-

serted reference to subsec. (s) of this section.
Subsec. (s). Pub. L. 99–570, § 1359(a)(1), added subsec.

(s).
1982—Subsec. (a). Pub. L. 97–320, § 113(g), inserted ‘‘to

the Federal Home Loan Bank Board in the case of an
insured Federal savings bank,’’ after ‘‘national bank or
a district bank,’’ and ‘‘or the Federal Home Loan Bank
Board in the case of an insured Federal savings bank,’’
after ‘‘Currency in the case of a national bank,’’.

Subsec. (b)(3). Pub. L. 97–320, § 425(b), substituted
‘‘25(a)’’ for ‘‘25A’’.

Subsec. (b)(4). Pub. L. 97–320, § 425(c), which directed
the amendment of subsec. (b) by adding a new par. (4)
at end, was executed (as the probable intent of Con-
gress) as a general amendment of existing par. (4), as
added by Pub. L. 95–369, the two pars. (4) being identical
except that the new par. (4) refers to ‘‘purposes of this
paragraph’’ rather than ‘‘purposes of this subpara-
graph’’.

Subsec. (b)(5). Pub. L. 97–320, § 404(c), added par. (5).
Subsec. (e)(3). Pub. L. 97–320, § 427(d)(1)(A), added par.

(3). Former par. (3) redesignated (4).
Subsec. (e)(4). Pub. L. 97–320, § 427(d)(1)(A), (B), redes-

ignated former par. (3) as (4) and inserted references to
par. (3) of this subsection in two places. Former par. (4)
redesignated (5).

Subsec. (e)(5), (6). Pub. L. 97–320, § 427(d)(1)(A), redes-
ignated former pars. (4) and (5) as (5) and (6), respec-
tively.

Subsec. (f). Pub. L. 97–320, § 427(d)(2), substituted ref-
erences to ‘‘subsection (e)(4)’’ for ‘‘subsection (e)(5) or
(e)(7)’’ and ‘‘subsection (e)(1), (e)(2), or (e)(3)’’ for ‘‘sub-
section (e)(1), (e)(3), or (e)(7)’’.

Subsec. (g)(1). Pub. L. 97–320, § 427(d)(3), in penulti-
mate sentence, included reference to par. (4) of subsec.
(e) of this section.

Subsec. (i)(2)(i). Pub. L. 97–320, § 424(c), (d)(6), inserted
proviso giving agency discretionary authority to com-
promise, etc., any civil money penalty imposed under
such authority, and substituted ‘‘may be assessed’’ for
‘‘shall be assessed’’.

Subsec. (i)(2)(iv). Pub. L. 97–424(e) substituted ‘‘twen-
ty days from the service’’ for ‘‘ten days from the date’’.

Subsec. (j). Pub. L. 97–320, § 427(d)(4), struck out ref-
erence to subsec. (e)(3) and included reference to sub-
sec. (e)(5) of this section.

Subsec. (o). Pub. L. 97–320, § 113(h), inserted provision
that whenever the insured status of an insured Federal
savings bank shall be terminated by action of the
Board of Directors, the Federal Home Loan Bank Board
shall appoint a receiver for the bank, which shall be the
Corporation.

Subsec. (q). Pub. L. 97–320, § 433(a), struck out item (3)
provisions requiring the assuming or resulting bank to
give notice of an assumption to each of the depositors
of the bank whose liabilities are assumed within thirty
days after such assumption takes effect.

1978—Subsec. (a). Pub. L. 95–369, § 6(c)(14), inserted ‘‘a
foreign bank having an insured branch which is a Fed-
eral branch, a foreign bank having an insured branch
which is required to be insured under section 3104(a) or
(b) of this title’’ after ‘‘(except a national member
bank’’.

Subsec. (b)(1), (2). Pub. L. 95–630, § 107(a)(1), extended
coverage of par. (1) to include directors, officers, em-
ployees, agents, or other persons participating in the
conduct of the affairs of an insured bank or a bank
which has insured deposits, and reenacted par. (2) with-
out change.

Subsec. (b)(3). Pub. L. 95–630, § 107(b), substituted
‘‘subsections (c) through (f) and (h) through (n) of this
section’’ for ‘‘subsections (c), (d), (h), (i), (k), (l), (m),
and (n) of this section’’ and inserted provisions relating
to any organization organized and operated under sec-
tion 25A of the Federal Reserve Act or operating under
section 25 of the Federal Reserve Act and provisions re-
lating to the issuance of a notice of charges or cease-
and-desist order against a bank holding company or
subsidiary by any Federal banking agency other than
the Board of Governors of the Federal Reserve System.

Subsec. (b)(4). Pub. L. 95–369, § 11, added par. (4).
Subsec. (c). Pub. L. 95–630, § 107(c)(1), in pars. (1) and

(2) inserted references to any director, officer, em-
ployee, agent, or other person participating in the con-
duct of the affairs of the bank and in par. (1) inserted
‘‘prior to the completion of the proceedings conducted
pursuant to paragraph (1) of subsection (b) of this sec-
tion’’ after ‘‘interests of its depositors’’ and ‘‘and to
take affirmative action to prevent such insolvency, dis-
sipation, condition, or prejudice pending completion of
such proceedings’’ after ‘‘violation or practice’’.

Subsec. (e). Pub. L. 95–630, §§ 107(d)(1), 208(a), gener-
ally revised and condensed the provisions relating to
the suspension and removal of bank directors and offi-
cers, consolidated procedures relating to the certifi-
cation of facts to the Board of Governors of the Federal
Reserve System by the Comptroller of the Currency,
substituted references to insured banks for references
to insured State banks (other than a District Bank),
and inserted provisions defining ‘‘officer’’ and ‘‘direc-
tor’’ for the purpose of enforcing any law, rule, etc., in
connection with an interlocking relationship.

Subsec. (g). Pub. L. 95–630, § 111(a)(1), among other
changes, inserted in par. (1) ‘‘, if continued service or
participation by the individual may pose a threat to
the interests of the bank’s depositors or may threaten



Page 992TITLE 12—BANKS AND BANKING§ 1818

to impair public confidence in the bank’’ after ‘‘agency
may’’ in two places, inserted provision that any notice
of suspension or order of removal issued under this
paragraph remain effective and outstanding until the
completion of any hearing or appeal authorized under
paragraph (3) hereof unless terminated by the agency,
and added par. (3).

Subsec. (h)(1). Pub. L. 95–630, § 111(a)(2), inserted
‘‘(other than the hearing provided for in subsection
(g)(3) of this section)’’ after ‘‘provided for in this sec-
tion’’.

Subsec. (i). Pub. L. 95–630, § 107(e)(1), designated exist-
ing provisions as par. (1) and added par. (2).

Subsec. (j). Pub. L. 95–630, § 111(a)(3), substituted
‘‘subsections (e)(3), (e)(4)’’ for ‘‘subsections (e)(5), (e)(7),
(e)(8)’’.

Subsec. (k). Pub. L. 95–630, § 111(a)(4), substituted
‘‘paragraph (1) or (3) of subsection (g)’’ for ‘‘paragraph
(1) of subsection (g)’’.

Subsec. (n). Pub. L. 95–630, § 111(a)(5), inserted provi-
sion creating a criminal penalty for a willful failure or
refusal to attend and testify or to answer any lawful in-
quiry or to produce books, papers, etc. in obedience to
the subpoena of the appropriate Federal banking agen-
cy.

Pub. L. 95–630, § 303, inserted ‘‘or in connection with
any claim for insured deposits or any examination or
investigation under section 1820(c) of this title,’’ after
‘‘proceeding under this section,’’, ‘‘examination, or in-
vestigation or considering the claim for insured depos-
its,’’ after ‘‘conducting the proceeding,’’, and ‘‘such
agency or any’’ before ‘‘party to proceedings’’ and sub-
stituted ‘‘any such proceedings, claims, examinations,
or investigations’’ for ‘‘any such proceedings’’ and
‘‘subpenaed under this subsection’’ for ‘‘subpenaed
under this section’’.

Subsec. (q). Pub. L. 95–630, § 304, among other changes,
substituted provisions requiring the assuming or re-
sulting bank to give notice of an assumption to each of
the depositors of the bank whose liabilities are so as-
sumed within thirty days after such assumption takes
effect for provisions requiring the bank whose liabil-
ities are being assumed to give notice of such assump-
tion to its depositors within thirty days after such as-
sumption takes effect, by publication or by any reason-
able means, in accordance with regulations to be pre-
scribed by the Board of Directors.

Subsec. (r). Pub. L. 95–369, § 6(c)(15), added subsec. (r).
1974—Subsec. (b)(3). Pub. L. 93–495 added par. (3).
1966—Subsec. (a). Pub. L. 89–695, § 204, enlarged the au-

thority of the Corporation to institute involuntary ter-
mination proceedings against an insured bank which
had engaged in or whose directors or trustees had en-
gaged in, rather than merely continued unsafe or un-
sound practices, or was in an unsafe or unsound condi-
tion to continue operations as an insured bank, or had
violated any law, rule, regulation or order, or any con-
dition imposed in writing by the Corporation or any
written agreement entered into with the Corporation;
made it clear that the Corporation would be required to
give the State authority a copy of the statement deal-
ing the practices or violations where the State bank in-
volved was a State member bank; provided for an alter-
native and shortened correction period of not less than
twenty days in those cases where the Board of Direc-
tors of the Corporation on its discretion determined
that the insurance risk of the Corporation was unduly
jeopardized; provided the State authority with power to
shorten the correction period in those cases involving
State banks whether member or nonmember banks;
transposed the position of the fourth and fifth sen-
tences; and provided a bank whose insured status had
been terminated with right of judicial review to the ex-
tent provided in subsec. (h) of this section.

Subsecs. (b) to (q). Pub. L. 89–695, § 202, added subsecs.
(b) to (n) and redesignated former subsecs. (b) to (d) as
(o) to (q), respectively.

CHANGE OF NAME

Oversight Board redesignated Thrift Depositor Pro-
tection Oversight Board, effective Feb. 1, 1992, see sec-

tion 302(a) of Pub. L. 102–233, set out as a note under
section 1441a of this title. Thrift Depositor Protection
Oversight Board abolished, see section 14(a)–(d) of Pub.
L. 105–216, set out as a note under section 1441a of this
title.

EFFECTIVE DATE OF 1992 AMENDMENTS

Amendment by section 303(b)(6)(A) of Pub. L. 102–558
deemed to have become effective Mar. 1, 1992, see sec-
tion 304 of Pub. L. 102–558, set out as a note under sec-
tion 2062 of Title 50, Appendix, War and National De-
fense.

Amendment by sections 1603(d)(2)–(4) and
1605(a)(5)(A), (11) of Pub. L. 102–550 effective as if in-
cluded in the Federal Deposit Insurance Corporation
Improvement Act of 1991, Pub. L. 102–242, as of Dec. 19,
1991, except that where amendment is to any provision
of law added or amended by Pub. L. 102–242 effective
after Dec. 19, 1992, then amendment by Pub. L. 102–550
effective on effective date of amendment by Pub. L.
102–242, see section 1609 of Pub. L. 102–550, set out as a
note under section 191 of this title.

EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by section 131(c)(1), (2) of Pub. L. 102–242
effective 1 year after Dec. 19, 1991, see section 131(f) of
Pub. L. 102–242, set out as a note under section 1464 of
this title.

Amendment by section 302(e)(4) of Pub. L. 102–242 ef-
fective on earlier of 180 days after date on which final
regulations promulgated in accordance with section
302(c) of Pub. L. 102–242, set out as a note under section
1817 of this title, become effective or Jan. 1, 1994, see
section 302(g) of Pub. L. 102–242, set out as a note under
section 1817 of this title.

EFFECTIVE DATE OF 1990 AMENDMENT

Section 2547(a)(3) of Pub. L. 101–647 provided that:
‘‘The amendment made by paragraph (1) [amending this
section] shall apply with respect to all written agree-
ments which are entered into and all written state-
ments which become effective after the date of the en-
actment of this Act [Nov. 29, 1990].’’

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by section 903(a) of Pub. L. 101–73 appli-
cable with respect to violations committed and activi-
ties engaged in after Aug. 9, 1989, see section 903(e) of
Pub. L. 101–73, set out as a note under section 1786 of
this title.

Amendment by section 907(a) of Pub. L. 101–73 appli-
cable to conduct engaged in after Aug. 9, 1989, except
that increased maximum penalties of $5,000 and $25,000
may apply to conduct engaged in before such date if
such conduct is not already subject to a notice issued
by the appropriate agency and occurred after comple-
tion of the last report of the examination of the insti-
tution by the appropriate agency occurring before Aug.
9, 1989, see section 907(l) of Pub. L. 101–73, set out as a
note under section 93 of this title.

EFFECTIVE DATE OF REGULATIONS PRESCRIBED UNDER
1986 AMENDMENT

The regulations required to be prescribed under
amendment by Pub. L. 99–570 effective at end of 3-
month period beginning on Oct. 27, 1986, see section
1364(e) of Pub. L. 99–570, set out as a note under section
1464 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630, except for amendment
by section 107(e)(1), effective upon expiration of 120
days after Nov. 10, 1978, see section 2101 of Pub. L.
95–630, set out as an Effective Date note under section
375b of this title.

Amendment by section 107(e)(1) of Pub. L. 95–630, re-
lating to imposition of civil penalties, applicable to
violations occurring or continuing after Nov. 10, 1978,
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see section 109 of Pub. L. 95–630, set out as a note under
section 93 of this title.

EXPIRATION OF 1966 AMENDMENT

Pub. L. 91–609, title IX, § 908, Dec. 31, 1970, 84 Stat.
1811, repealed section 401 of Pub. L. 89–695 which had
provided that: ‘‘The provisions of titles I and II of this
Act [amending sections 1464, 1730, 1813, 1817 to 1820 and
repealing section 77 of this title and enacting provi-
sions set out as notes under sections 1464, 1730, and 1813
of this title] and any provisions of law enacted by said
titles shall be effective only during the period ending
at the close of June 30, 1972. Effective upon the expira-
tion of such period, each provision of law amended by
either of such titles is further amended to read as it did
immediately prior to the enactment of this Act [Oct.
16, 1966] and each provision of law repealed by either of
such titles is reenacted.’’

IMPROVED ADMINISTRATIVE HEARINGS AND PROCEDURES
FOR FEDERAL BANKING AGENCIES AND NATIONAL
CREDIT UNION ADMINISTRATION BOARD

Section 916 of Pub. L. 101–73 provided that before
close of 24-month period beginning on Aug. 9, 1989, ap-
propriate Federal banking agencies (as defined in sec-
tion 3(q) of the Federal Deposit Insurance Act [12
U.S.C. 1813(q)]) and National Credit Union Administra-
tion Board jointly establish their own pool of adminis-
trative law judges and develop a set of uniform rules
and procedures for administrative hearings, including
provisions for summary judgment rulings where there
are no disputes as to material facts of the case.

TASK FORCE STUDY OF DELEGATION OF ENFORCEMENT
ACTIONS

Section 917 of Pub. L. 101–73 directed appropriate Fed-
eral banking agencies (as defined in section 1813(q) of
this title and National Credit Union Administration
Board to create a joint task force to study desirability
and feasibility of delegating investigation and enforce-
ment authority to their regional or district offices or
banks, provided for composition of task force, and re-
quired that not later than Sept. 30, 1990, task force re-
port to Congress its findings and recommendations, to-
gether with responses of Comptroller of the Currency,
Director of Office of Thrift Supervision, Chairperson of
Federal Deposit Insurance Corporation, Chairman of
Board of Governors of Federal Reserve System, and
Chairman of National Credit Union Administration.

CREDIT STANDARDS ADVISORY COMMITTEE

Section 1205 of Pub. L. 101–73, as amended by Pub. L.
102–242, title IV, § 422, Dec. 19, 1991, 105 Stat. 2377, pro-
vided that:

‘‘(a) ESTABLISHMENT.—There is hereby established the
Credit Standards Advisory Committee (in this section
referred to as the ‘Committee’).

‘‘(b) MEMBERSHIP.—
‘‘(1) APPOINTMENT.—The Committee shall consist of

11 members, as follows:
‘‘(A) The Chairman of the Board of Governors of

the Federal Reserve System, or the Chairman’s des-
ignee.

‘‘(B) The Director of the Office of Thrift Super-
vision, or the Director’s designee.

‘‘(C) The Chairperson of the Federal Deposit In-
surance Corporation, or the Chairperson’s designee.

‘‘(D) The Comptroller of the Currency, or the
Comptroller’s designee.

‘‘(E) The Chairman of the National Credit Union
Administration, or the Chairman’s designee.

‘‘(F) 6 members of the public appointed by the
President who are knowledgeable with the credit
standards and lending practices of insured deposi-
tory institutions, no more than 3 of whom shall be
from the same political party.
‘‘(2) TERMS.—Each member appointed under para-

graph (1)(F) shall serve for the life of the Committee.
‘‘(3) CHAIRPERSON.—The Chairperson of the Commit-

tee shall be designated by the President from among
the members appointed under paragraph (1)(F).

‘‘(4) VACANCIES.—Any vacancy on the Committee
shall be filled in the manner in which the original ap-
pointment was made.

‘‘(5) PAY AND EXPENSES.—Members of the Commit-
tee shall serve without pay but each member of the
Committee shall be reimbursed for expenses incurred
in connection with attendance of such members at
meetings of the Committee. All expenses of the Com-
mittee shall be shared on a pro rata basis, based upon
each agency’s total budget for the preceding year by
the Federal financial regulators specified in subpara-
graphs (A) through (E) of paragraph (1).

‘‘(6) MEETINGS.—The Committee shall meet, not
less frequently than quarterly, at the call of the
chairperson or a majority of the members.
‘‘(c) DUTIES OF THE COMMITTEE.—The Committee shall

do the following:
‘‘(1) REVIEW CREDIT STANDARDS, LENDING PRACTICES,

AND SUPERVISION BY FEDERAL REGULATORS.—Review
the credit standards and lending practices of insured
depository institutions and the supervision of such
standards and practices by the Federal financial reg-
ulators.

‘‘(2) PREPARE RECOMMENDATIONS.—Prepare written
comments and recommendations for the Federal fi-
nancial regulators to ensure that insured depository
institutions adhere to prudential credit standards
and lending practices that are consistent for all in-
sured depository institutions, to the maximum ex-
tent possible.

‘‘(3) MONITOR CREDIT STANDARDS, LENDING PRAC-
TICES, AND SUPERVISION BY FEDERAL REGULATORS.—
Monitor the credit standards and lending practices of
insured depository institutions, and the supervision
of such standards and practices by the Federal finan-
cial regulators, to ensure that insured depository in-
stitutions can meet the demands of a modern and
globally competitive financial world.
‘‘(d) ANNUAL REPORT.—

‘‘(1) REQUIRED.—Not later than January 30 of each
year, the Committee shall submit a report to the
Committee on Banking, Finance and Urban Affairs
[now Committee on Financial Services] of the House
of Representatives and the Committee on Banking,
Housing, and Urban Affairs of the Senate.

‘‘(2) CONTENTS.—The report required by paragraph
(1) shall describe the activities of the Committee dur-
ing the preceding year and the reports and recom-
mendations made by the Committee to the Federal fi-
nancial regulators.
‘‘(e) CONFLICT OF INTEREST GUIDELINES.—The Com-

mittee shall prescribe such guidelines as the Commit-
tee determines to be appropriate to avoid conflicts of
interest with respect to the disclosure to and use by
members of the Committee of information relating to
insured depository institutions and the Federal finan-
cial regulators.

‘‘(f) FEDERAL ADVISORY COMMITTEE ACT DOES NOT
APPLY.—The Federal Advisory Committee Act [5 App.
U.S.C.] shall not apply with respect to the Committee.’’

[For termination, effective May 15, 2000, of reporting
provisions under 1205(d) of Pub. L. 101–73, set out above,
see section 3003 of Pub. L. 104–66, as amended, set out
as a note under section 1113 of Title 31, Money and Fi-
nance, and page 159 of House Document No. Pub. L.
103–7.]

CONDITIONS GOVERNING EMPLOYMENT OF PERSONNEL
NOT REPEALED, MODIFIED, OR AFFECTED

Nothing contained in sections 202 and 204 of Pub. L.
89–695 amending this section to be construed as repeal-
ing, modifying, or affecting section 1829 of this title,
see section 206 of Pub. L. 89–695, set out as a note under
section 1813 of this title.

ABOLITION OF RECONSTRUCTION FINANCE CORPORATION

Section 6(a) of Reorg. Plan No. 1 of 1957, eff. June 30,
1957, 22 F.R. 4633, 71 Stat. 647, set out as a note under
section 601 of Title 15, Commerce and Trade, abolished
the Reconstruction Finance Corporation.
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SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 92a, 93, 164, 205,
324, 371b–2, 375a, 504, 505, 1422b, 1464, 1467, 1467a, 1468,
1786, 1813, 1817, 1820, 1821, 1828, 1831b, 1831g, 1831m,
1831m–1, 1831o, 1831p–1, 1835a, 1841, 1843, 1847, 1848a, 1867,
1972, 2804, 2805, 3108, 3110, 3349, 3420, 3907, 3908, 3909, 4009,
4309, 4717, 4909 of this title; title 15 sections 57a, 78o–4,
78o–5, 78q–1, 1607, 1681s, 1691c, 1692l, 1693o, 6505, 6805, 6822;
title 18 section 981; title 31 sections 3121, 9110.

§ 1819. Corporate powers

(a) In general
Upon June 16, 1933, the Corporation shall be-

come a body corporate and as such shall have
power—

First. To adopt and use a corporate seal.
Second. To have succession until dissolved by

an Act of Congress.
Third. To make contracts.
Fourth. To sue and be sued, and complain and

defend, by and through its own attorneys, in any
court of law or equity, State or Federal.

Fifth. To appoint by its Board of Directors
such officers and employees as are not otherwise
provided for in this chapter, to define their du-
ties, fix their compensation, require bonds of
them and fix the penalty thereof, and to dismiss
at pleasure such officers or employees. Nothing
in this chapter or any other Act shall be con-
strued to prevent the appointment and com-
pensation as an officer or employee of the Cor-
poration of any officer or employee of the
United States in any board, commission, inde-
pendent establishment, or executive department
thereof.

Sixth. To prescribe, by its Board of Directors,
bylaws not inconsistent with law, regulating the
manner in which its general business may be
conducted, and the privileges granted to it by
law may be exercised and enjoyed.

Seventh. To exercise by its Board of Directors,
or duly authorized officers or agents, all powers
specifically granted by the provisions of this
chapter, and such incidental powers as shall be
necessary to carry out the powers so granted.

Eighth. To make examinations of and to re-
quire information and reports from depository
institutions, as provided in this chapter.

Ninth. To act as receiver.
Tenth. To prescribe by its Board of Directors

such rules and regulations as it may deem nec-
essary to carry out the provisions of this chap-
ter or of any other law which it has the respon-
sibility of administering or enforcing (except to
the extent that authority to issue such rules and
regulations has been expressly and exclusively
granted to any other regulatory agency).
(b) Agency authority

(1) Status
The Corporation, in any capacity, shall be

an agency of the United States for purposes of
section 1345 of title 28 without regard to
whether the Corporation commenced the ac-
tion.
(2) Federal court jurisdiction

(A) In general
Except as provided in subparagraph (D), all

suits of a civil nature at common law or in
equity to which the Corporation, in any ca-

pacity, is a party shall be deemed to arise
under the laws of the United States.

(B) Removal
Except as provided in subparagraph (D),

the Corporation may, without bond or secu-
rity, remove any action, suit, or proceeding
from a State court to the appropriate United
States district court before the end of the 90-
day period beginning on the date the action,
suit, or proceeding is filed against the Cor-
poration or the Corporation is substituted as
a party.

(C) Appeal of remand
The Corporation may appeal any order of

remand entered by any United States dis-
trict court.

(D) State actions
Except as provided in subparagraph (E),

any action—
(i) to which the Corporation, in the Cor-

poration’s capacity as receiver of a State
insured depository institution by the ex-
clusive appointment by State authorities,
is a party other than as a plaintiff;

(ii) which involves only the preclosing
rights against the State insured depository
institution, or obligations owing to, de-
positors, creditors, or stockholders by the
State insured depository institution; and

(iii) in which only the interpretation of
the law of such State is necessary,

shall not be deemed to arise under the laws
of the United States.

(E) Rule of construction
Subparagraph (D) shall not be construed as

limiting the right of the Corporation to in-
voke the jurisdiction of any United States
district court in any action described in
such subparagraph if the institution of
which the Corporation has been appointed
receiver could have invoked the jurisdiction
of such court.

(3) Service of process
The Board of Directors shall designate

agents upon whom service of process may be
made in any State, territory, or jurisdiction in
which any insured depository institution is lo-
cated.

(4) Bonds or fees
The Corporation shall not be required to

post any bond to pursue any appeal and shall
not be subject to payments of any filing fees
in United States district courts or courts of
appeal.

(Sept. 21, 1950, ch. 967, § 2[9], 64 Stat. 881; Pub. L.
89–695, title II, § 205, Oct. 16, 1966, 80 Stat. 1055;
Pub. L. 95–630, title III, § 309, Nov. 10, 1978, 92
Stat. 3677; Pub. L. 101–73, title II, § 209, Aug. 9,
1989, 103 Stat. 216; Pub. L. 102–242, title I, § 161(d),
Dec. 19, 1991, 105 Stat. 2286; Pub. L. 103–325, title
III, § 331(e), Sept. 23, 1994, 108 Stat. 2232.)

PRIOR PROVISIONS

Section is derived from subsec. (j) of former section
264 of this title. See Codification note set out under
section 1811 of this title.
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AMENDMENTS

1994—Subsec. (a). Pub. L. 103–325 in par. Fourth in-
serted ‘‘by and through its own attorneys,’’ after ‘‘com-
plain and defend,’’.

1991—Subsec. (b)(2)(B). Pub. L. 102–242 inserted before
period at end ‘‘before the end of the 90-day period be-
ginning on the date the action, suit, or proceeding is
filed against the Corporation or the Corporation is sub-
stituted as a party’’.

1989—Subsec. (a). Pub. L. 101–73, § 209(2), designated
existing provisions as subsec. (a) and inserted heading.

Pub. L. 101–73, § 209(3), amended par. Fourth gener-
ally. Prior to amendment, par. Fourth read as follows:
‘‘Fourth. To sue and be sued, complain and defend, in
any court of law or equity, State or Federal. All suits
of a civil nature at common law or in equity to which
the Corporation shall be a party shall be deemed to
arise under the laws of the United States, and the
United States district courts shall have original juris-
diction thereof, without regard to the amount in con-
troversy; and the Corporation may, without bond or se-
curity, remove any such action, suit, or proceeding
from a State court to the United States district court
for the district or division embracing the place where
the same is pending by following any procedure for re-
moval now or hereafter in effect, except that any such
suit to which the Corporation is a party in its capacity
as receiver of a State bank and which involves only the
rights or obligations of depositors, creditors, stock-
holders, and such State bank under State law shall not
be deemed to arise under the laws of the United States.
No attachment or execution shall be issued against the
Corporation or its property before final judgment in
any suit, action, or proceeding in any State, county,
municipal, or United States court. The Board of Direc-
tors shall designate an agent upon whom service of
process may be made in any State, Territory, or juris-
diction in which any insured bank is located.’’

Pub. L. 101–73, § 209(1), in par. Eighth, substituted ref-
erence to depository institutions for reference to
banks.

Subsec. (b). Pub. L. 101–73, § 209(4), added subsec. (b).
1978—Pub. L. 95–630 in par. Tenth inserted ‘‘or of any

other law which it has the responsibility of administer-
ing or enforcing (except to the extent that authority to
issue such rules and regulations has been expressly and
exclusively granted to any other regulatory agency)’’
after ‘‘provisions of this chapter’’.

1966—Pub. L. 89–695 in par. Fourth vested United
States district courts, without regard to the amount in
controversy, with original jurisdiction over any action
to which the Corporation is a party and authorized the
removal of such actions to the Federal courts.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment effective upon expiration of 120 days
after Nov. 10, 1978, see section 2101 of Pub. L. 95–630, set
out as an Effective Date note under section 375b of this
title.

EXPIRATION OF 1966 AMENDMENT

Pub. L. 91–609, title IX, § 908, Dec. 31, 1970, 84 Stat.
1811, repealed section 401 of Pub. L. 89–695 which pro-
vided that: ‘‘The provisions of titles I and II of this Act
[amending sections 1464, 1730, 1813, 1817 to 1820 and re-
pealing section 77 of this title and enacting provisions
set out as notes under sections 1464, 1730, and 1813 of
this title] and any provisions of law enacted by said
titles shall be effective only during the period ending
at the close of June 30, 1972. Effective upon the expira-
tion of such period, each provision of law amended by
either of such titles is further amended to read as it did
immediately prior to the enactment of this Act [Oct.
16, 1966] and each provision of law repealed by either of
such titles is reenacted.’’

CONDITIONS GOVERNING EMPLOYMENT OF PERSONNEL
NOT REPEALED, MODIFIED, OR AFFECTED

Nothing contained in section 205 of Pub. L. 89–695
amending subsec. Fourth of this section to be con-

strued as repealing, modifying, or affecting section 1829
of this title, see section 206 of Pub. L. 89–695, set out as
a note under section 1813 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 5 section 5373.

§ 1820. Administration of Corporation

(a) Board of Directors; use of mails; cooperation
with other Federal agencies

The Board of Directors shall administer the
affairs of the Corporation fairly and impartially
and without discrimination. The Board of Direc-
tors of the Corporation shall determine and pre-
scribe the manner in which its obligations shall
be incurred and its expenses allowed and paid.
The Corporation shall be entitled to the free use
of the United States mails in the same manner
as the executive departments of the Govern-
ment. The Corporation with the consent of any
Federal Reserve bank or of any board, commis-
sion, independent establishment, or executive
department of the Government, including any
field service thereof, may avail itself of the use
of information, services, and facilities thereof in
carrying out the provisions of this chapter.

(b) Examinations
(1) Appointment of examiners and claims

agents
The Board of Directors shall appoint exam-

iners and claims agents.

(2) Regular examinations
Any examiner appointed under paragraph (1)

shall have power, on behalf of the Corporation,
to examine—

(A) any insured State nonmember bank
(except a District bank) or insured State
branch of any foreign bank;

(B) any depository institution which files
an application with the Corporation to be-
come an insured depository institution; and

(C) any insured depository institution in
default,

whenever the Board of Directors determines
an examination of any such depository institu-
tion is necessary.

(3) Special examination of any insured deposi-
tory institution

In addition to the examinations authorized
under paragraph (2), any examiner appointed
under paragraph (1) shall have power, on be-
half of the Corporation, to make any special
examination of any insured depository institu-
tion whenever the Board of Directors deter-
mines a special examination of any such de-
pository institution is necessary to determine
the condition of such depository institution
for insurance purposes.

(4) Examination of affiliates
(A) In general

In making any examination under para-
graph (2) or (3), any examiner appointed
under paragraph (1) shall have power, on be-
half of the Corporation, to make such exami-
nations of the affairs of any affiliate of any
depository institution as may be necessary
to disclose fully—
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(i) the relationship between such deposi-
tory institution and any such affiliate; and

(ii) the effect of such relationship on the
depository institution.

(B) Commitment by foreign banks to allow
examinations of affiliates

No branch or depository institution sub-
sidiary of a foreign bank may become an in-
sured depository institution unless such for-
eign bank submits a written binding com-
mitment to the Board of Directors to permit
any examination of any affiliate of such
branch or depository institution subsidiary
pursuant to subparagraph (A) to the extent
determined by the Board of Directors to be
necessary to carry out the purposes of this
chapter.

(5) Examination of insured State branches
The Board of Directors shall—

(A) coordinate examinations of insured
State branches of foreign banks with exami-
nations conducted by the Board of Governors
of the Federal Reserve System under section
3105(c)(1) of this title; and

(B) to the extent possible, participate in
any simultaneous examination of the United
States operations of a foreign bank re-
quested by the Board under such section.

(6) Power and duty of examiners
Each examiner appointed under paragraph

(1) shall—
(A) have power to make a thorough exam-

ination of any insured depository institution
or affiliate under paragraph (2), (3), (4), or
(5); and

(B) shall make a full and detailed report of
condition of any insured depository institu-
tion or affiliate examined to the Corpora-
tion.

(7) Power of claim agents
Each claim agent appointed under paragraph

(1) shall have power to investigate and exam-
ine all claims for insured deposits.

(c) Administration of oaths and affirmations; evi-
dence; subpena powers

In connection with examinations of insured
depository institutions and any State non-
member bank, savings association, or other in-
stitution making application to become insured
depository institutions, and affiliates thereof, or
with other types of investigations to determine
compliance with applicable law and regulations,
the appropriate Federal banking agency, or its
designated representatives, are authorized to ad-
minister oaths and affirmations, and to examine
and to take and preserve testimony under oath
as to any matter in respect to the affairs or
ownership of any such bank or institution or af-
filiate thereof, and to exercise such other powers
as are set forth in section 1818(n) of this title.
(d) Annual on-site examinations of all insured

depository institutions required
(1) In general

The appropriate Federal banking agency
shall, not less than once during each 12-month
period, conduct a full-scope, on-site examina-
tion of each insured depository institution.

(2) Examinations by Corporation
Paragraph (1) shall not apply during any 12-

month period in which the Corporation has
conducted a full-scope, on-site examination of
the insured depository institution.
(3) State examinations acceptable

The examinations required by paragraph (1)
may be conducted in alternate 12-month peri-
ods, as appropriate, if the appropriate Federal
banking agency determines that an examina-
tion of the insured depository institution con-
ducted by the State during the intervening 12-
month period carries out the purpose of this
subsection.
(4) 18-month rule for certain small institutions

Paragraphs (1), (2), and (3) shall apply with
‘‘18-month’’ substituted for ‘‘12-month’’ if—

(A) the insured depository institution has
total assets of less than $250,000,000;

(B) the institution is well capitalized, as
defined in section 1831o of this title;

(C) when the institution was most recently
examined, it was found to be well managed,
and its composite condition—

(i) was found to be outstanding; or
(ii) was found to be outstanding or good,

in the case of an insured depository insti-
tution that has total assets of not more
than $100,000,000;

(D) the insured institution is not currently
subject to a formal enforcement proceeding
or order by the Corporation or the appro-
priate Federal banking agency; and

(E) no person acquired control of the insti-
tution during the 12-month period in which a
full-scope, on-site examination would be re-
quired but for this paragraph.

(5) Certain Government-controlled institutions
exempted

Paragraph (1) does not apply to—
(A) any institution for which the Corpora-

tion or the Resolution Trust Corporation is
conservator; or

(B) any bridge bank, none of the voting se-
curities of which are owned by a person or
agency other than the Corporation or the
Resolution Trust Corporation.

(6) Coordinated examinations
To minimize the disruptive effects of exami-

nations on the operations of insured deposi-
tory institutions—

(A) each appropriate Federal banking
agency shall, to the extent practicable and
consistent with principles of safety and
soundness and the public interest—

(i) coordinate examinations to be con-
ducted by that agency at an insured depos-
itory institution and its affiliates;

(ii) coordinate with the other appro-
priate Federal banking agencies in the
conduct of such examinations;

(iii) work to coordinate with the appro-
priate State bank supervisor—

(I) the conduct of all examinations
made pursuant to this subsection; and

(II) the number, types, and frequency
of reports required to be submitted to
such agencies and supervisors by insured
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depository institutions, and the type and
amount of information required to be in-
cluded in such reports; and

(iv) use copies of reports of examinations
of insured depository institutions made by
any other Federal banking agency or ap-
propriate State bank supervisor to elimi-
nate duplicative requests for information;
and

(B) not later than 2 years after September
23, 1994, the Federal banking agencies shall
jointly establish and implement a system for
determining which one of the Federal bank-
ing agencies or State bank supervisors shall
be the lead agency responsible for managing
a unified examination of each insured depos-
itory institution and its affiliates, as re-
quired by this subsection.

(7) Separate examinations permitted
Notwithstanding paragraph (6), each appro-

priate Federal banking agency may conduct a
separate examination in an emergency or
under other exigent circumstances, or when
the agency believes that a violation of law
may have occurred.

(8) Report
At the time the system provided for in para-

graph (6) is established, the Federal banking
agencies shall submit a joint report describing
the system to the Committee on Banking,
Housing, and Urban Affairs of the Senate and
the Committee on Banking, Finance and
Urban Affairs of the House of Representatives.
Thereafter, the Federal banking agencies shall
annually submit a joint report to the Commit-
tee on Banking, Housing, and Urban Affairs of
the Senate and the Committee on Banking, Fi-
nance and Urban Affairs of the House of Rep-
resentatives regarding the progress of the
agencies in implementing the system and indi-
cating areas in which enhancements to the
system, including legislature improvements,
would be appropriate.

(9) Standards for determining adequacy of
State examinations

The Federal Financial Institutions Exam-
ination Council shall issue guidelines estab-
lishing standards to be used at the discretion
of the appropriate Federal banking agency for
purposes of making a determination under
paragraph (3).

(10) Agencies authorized to increase maximum
asset amount of institutions for certain
purposes

At any time after the end of the 2-year pe-
riod beginning on September 23, 1994, the ap-
propriate Federal banking agency, in the
agency’s discretion, may increase the maxi-
mum amount limitation contained in para-
graph (4)(C)(ii), by regulation, from $100,000,000
to an amount not to exceed $250,000,000 for pur-
poses of such paragraph, if the agency deter-
mines that the greater amount would be con-
sistent with the principles of safety and sound-
ness for insured depository institutions.

(e) Examination fees
(1) Regular and special examinations of deposi-

tory institutions
The cost of conducting any regular examina-

tion or special examination of any depository
institution under subsection (b)(2), (b)(3), or
(d) of this section may be assessed by the Cor-
poration against the institution to meet the
Corporation’s expenses in carrying out such
examinations.
(2) Examination of affiliates

The cost of conducting any examination of
any affiliate of any insured depository institu-
tion under subsection (b)(4) of this section
may be assessed by the Corporation against
each affiliate which is examined to meet the
Corporation’s expenses in carrying out such
examination.
(3) Assessment against depository institution

in case of affiliate�s refusal to pay
(A) In general

Subject to subparagraph (B), if any affili-
ate of any insured depository institution—

(i) refuses to pay any assessment under
paragraph (2); or

(ii) fails to pay any such assessment be-
fore the end of the 60-day period beginning
on the date the affiliate receives notice of
the assessment,

the Corporation may assess such cost
against, and collect such cost from, the de-
pository institution.
(B) Affiliate of more than 1 depository insti-

tution
If any affiliate referred to in subparagraph

(A) is an affiliate of more than 1 insured de-
pository institution, the assessment under
subparagraph (A) may be assessed against
the depository institutions in such propor-
tions as the Corporation determines to be
appropriate.

(4) Civil money penalty for affiliate�s refusal to
cooperate

(A) Penalty imposed
If any affiliate of any insured depository

institution—
(i) refuses to permit an examiner ap-

pointed by the Board of Directors under
subsection (b)(1) of this section to conduct
an examination; or

(ii) refuses to provide any information
required to be disclosed in the course of
any examination,

the depository institution shall forfeit and
pay a penalty of not more than $5,000 for
each day that any such refusal continues.
(B) Assessment and collection

Any penalty imposed under subparagraph
(A) shall be assessed and collected by the
Corporation in the manner provided in sec-
tion 1818(i)(2) of this title.

(5) Deposits of examination assessment
Amounts received by the Corporation under

this subsection (other than paragraph (4)) may
be deposited in the manner provided in section
1823 of this title.
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(f) Preservation of records by photography; ad-
missibility as evidence

The Corporation may cause any and all rec-
ords, papers, or documents kept by it or in its
possession or custody to be photographed or
microphotographed or otherwise reproduced
upon film, which photographic film shall comply
with the minimum standards of quality ap-
proved for permanent photographic records by
the National Institute of Standards and Tech-
nology. Such photographs, microphotographs, or
photographic film or copies thereof shall be
deemed to be an original record for all purposes,
including introduction in evidence in all State
and Federal courts or administrative agencies
and shall be admissible to prove any act, trans-
action, occurrence, or event therein recorded.
Such photographs, microphotographs, or repro-
duction shall be preserved in such manner as the
Board of Directors of the Corporation shall pre-
scribe and the original records, papers, or docu-
ments may be destroyed or otherwise disposed of
as the Board shall direct.
(g) Authority to prescribe regulations and defini-

tions
Except to the extent that authority under this

chapter is conferred on any of the Federal bank-
ing agencies other than the Corporation, the
Corporation may—

(1) prescribe regulations to carry out this
chapter; and

(2) by regulation define terms as necessary
to carry out this chapter.

(h) Coordination of examination authority
(1) In general

The appropriate State bank supervisor of a
host State may examine a branch operated in
such State by an out-of-State insured State
bank that resulted from an interstate merger
transaction approved under section 1831u of
this title or a branch established in such State
pursuant to section 36(g) of this title or sec-
tion 1828(d)(4) of this title—

(A) for the purpose of determining compli-
ance with host State laws, including those
that govern banking, community reinvest-
ment, fair lending, consumer protection, and
permissible activities; and

(B) to ensure that the activities of the
branch are not conducted in an unsafe or un-
sound manner.

(2) Enforcement
If the State bank supervisor of a host State

determines that there is a violation of the law
of the host State concerning the activities
being conducted by a branch described in para-
graph (1) or that the branch is being operated
in an unsafe and unsound manner, the State
bank supervisor of the host State or, to the ex-
tent authorized by the law of the host State,
a State law enforcement officer may under-
take such enforcement actions and proceed-
ings as would be permitted under the law of
the host State as if the branch were a bank
chartered by that host State.
(3) Cooperative agreement

The State bank supervisors from 2 or more
States may enter into cooperative agreements

to facilitate State regulatory supervision of
State banks, including cooperative agree-
ments relating to the coordination of exami-
nations and joint participation in examina-
tions.
(4) Federal regulatory authority

No provision of this subsection shall be con-
strued as limiting in any way the authority of
an appropriate Federal banking agency to ex-
amine or to take any enforcement actions or
proceedings against any bank or branch of a
bank for which the agency is the appropriate
Federal banking agency.

(i) Flood insurance compliance by insured depos-
itory institutions

(1) Examinations
The appropriate Federal banking agency

shall, during each scheduled on-site examina-
tion required by this section, determine
whether the insured depository institution is
complying with the requirements of the na-
tional flood insurance program.
(2) Report

(A) Requirement
Not later than 1 year after September 23,

1994, and biennially thereafter for the next 4
years, each appropriate Federal banking
agency shall submit a report to the Congress
on compliance by insured depository institu-
tions with the requirements of the national
flood insurance program.
(B) Contents

Each report submitted under this para-
graph shall include a description of the
methods used to determine compliance, the
number of institutions examined during the
reporting year, a listing and total number of
institutions found not to be in compliance,
actions taken to correct incidents of non-
compliance, and an analysis of compliance,
including a discussion of any trends, pat-
terns, and problems, and recommendations
regarding reasonable actions to improve the
efficiency of the examinations processes.

(j) Consultation among examiners
(1) In general

Each appropriate Federal banking agency
shall take such action as may be necessary to
ensure that examiners employed by the agen-
cy—

(A) consult on examination activities with
respect to any depository institution; and

(B) achieve an agreement and resolve any
inconsistencies in the recommendations to
be given to such institution as a con-
sequence of any examinations.

(2) Examiner-in-charge
Each appropriate Federal banking agency

shall consider appointing an examiner-in-
charge with respect to a depository institution
to ensure consultation on examination activi-
ties among all of the examiners of that agency
involved in examinations of the institution.

(Sept. 21, 1950, ch. 967, § 2[10], 64 Stat. 882; Pub. L.
86–671, § 4, July 14, 1960, 74 Stat. 551; Pub. L.
89–695, title II, § 203, Oct. 16, 1966, 80 Stat. 1053;



Page 999 TITLE 12—BANKS AND BANKING § 1820

Pub. L. 91–452, title II, § 208, Oct. 15, 1970, 84 Stat.
929; Pub. L. 95–369, § 6(c)(16), Sept. 17, 1978, 92
Stat. 619; Pub. L. 95–630, title III, § 305, Nov. 10,
1978, 92 Stat. 3677; Pub. L. 97–320, title I, § 113(i),
title IV, § 410(g), Oct. 15, 1982, 96 Stat. 1474, 1520;
Pub. L. 100–418, title V, § 5115(c), Aug. 23, 1988, 102
Stat. 1433; Pub. L. 101–73, title II, §§ 201(a), 210,
Aug. 9, 1989, 103 Stat. 187, 217; Pub. L. 102–242,
title I, §§ 111(a), 113(a), (b), (c)(2), title II, § 203(c),
title III, § 302(d), Dec. 19, 1991, 105 Stat. 2240,
2246–2248, 2292, 2349; Pub. L. 102–550, title XVI,
§§ 1603(b)(1), (4), 1604(a)(3), 1605(a)(4), Oct. 28, 1992,
106 Stat. 4078, 4079, 4082, 4085; Pub. L. 102–558,
title III, §§ 303(b)(5), 305, Oct. 28, 1992, 106 Stat.
4225, 4226; Pub. L. 103–325, title III, §§ 305(a), 306,
349(a), title V, § 529(a), title VI, § 602(a)(19), (20),
Sept. 23, 1994, 108 Stat. 2216, 2217, 2242, 2266, 2289;
Pub. L. 103–328, title I, § 105, Sept. 29, 1994, 108
Stat. 2357; Pub. L. 104–208, div. A, title II, §§ 2221,
2244, Sept. 30, 1996, 110 Stat. 3009–414, 3009–419.)

PRIOR PROVISIONS

Subsecs. (a), (b), [former] (e), and [former] (f) are de-
rived from subsec. (k) of former section 264 of this title.
See Codification note set out under section 1811 of this
title.

AMENDMENTS

1996—Subsec. (d)(6)(B). Pub. L. 104–208, § 2244(b), which
directed insertion of ‘‘or State bank supervisors’’ after
‘‘one of the Federal agencies’’, was executed by making
the insertion after ‘‘one of the Federal banking agen-
cies’’ to reflect the probable intent of Congress.

Subsec. (d)(8). Pub. L. 104–208, § 2221(1), redesignated
par. (8), relating to agencies authorized to increase
maximum asset amount of institutions for certain pur-
poses, as (10).

Subsec. (d)(10). Pub. L. 104–208, § 2221(2), substituted
‘‘$250,000,000’’ for ‘‘$175,000,000’’.

Pub. L. 104–208, § 2221(1), redesignated par. (8), relating
to agencies authorized to increase maximum asset
amount of institutions for certain purposes, as (10).

Subsec. (j). Pub. L. 104–208, § 2244(a), added subsec. (j).
1994—Subsec. (b)(1). Pub. L. 103–325, § 602(a)(19), sub-

stituted ‘‘claims’’ for ‘‘claim’’.
Subsec. (b)(2)(B). Pub. L. 103–325, § 602(a)(20), inserted

‘‘and’’ at end.
Subsec. (d)(4)(A). Pub. L. 103–325, § 306(a)(1), sub-

stituted ‘‘$250,000,000’’ for ‘‘$100,000,000’’.
Subsec. (d)(4)(C). Pub. L. 103–325, § 306(a)(2), sub-

stituted ‘‘and its composite condition—
‘‘(i) was found to be outstanding; or
‘‘(ii) was found to be outstanding or good, in the

case of an insured depository institution that has
total assets of not more than $100,000,000;’’

for ‘‘and its composite condition was found to be out-
standing; and’’.

Subsec. (d)(4)(D), (E). Pub. L. 103–325, § 306(a)(3), (4),
added subpar. (D) and redesignated former subpar. (D)
as (E).

Subsec. (d)(6), (7). Pub. L. 103–325, § 305(a), added pars.
(6) and (7).

Subsec. (d)(8). Pub. L. 103–325, § 306(b), added par. (8)
relating to agencies authorized to increase maximum
asset amount of institutions for certain purposes.

Pub. L. 103–325, § 305(a), added par. (8) relating to re-
port requirements.

Subsec. (d)(9). Pub. L. 103–325, § 349(a), added par. (9).
Subsec. (h). Pub. L. 103–328 added subsec. (h).
Subsec. (i). Pub. L. 103–325, § 529(a), added subsec. (i).
1992—Subsec. (b)(6)(A). Pub. L. 102–550, § 1604(a)(3),

substituted ‘‘paragraph (2), (3), (4), or (5);’’ for ‘‘ ‘para-
graph (2)’ and all that follows through the semicolon’’
resulting in no change in text.

Subsec. (d)(5). Pub. L. 102–550, § 1603(b)(1)(A), (B), in-
serted ‘‘or the Resolution Trust Corporation’’ in sub-
pars. (A) and (B) and inserted a comma after ‘‘bank’’ in
subpar. (B).

Subsec. (d)(6). Pub. L. 102–550, § 1603(b)(1)(C), struck
out par. (6) which read as follows: ‘‘(6) CONSUMER COM-
PLIANCE EXAMINATIONS EXCLUDED.—For purposes of this
subsection, the term ‘full-scope, on-site examination’
does not include a consumer compliance examination,
as defined in section 41(b).’’

Subsec. (e). Pub. L. 102–550, § 1603(b)(4), amended di-
rectory language of Pub. L. 102–242, § 113(a)(2). See 1991
Amendment note below.

Subsec. (g). Pub. L. 102–558, § 303(b)(5), redesignated
subsec. (f), relating to authority to prescribe regula-
tions and definitions, as (g). Pub. L. 102–550, § 1605(a)(4),
which contained an identical amendment, was repealed,
effective Oct. 28, 1992, by Pub. L. 102–558, § 305, set out
as a Repeal of Duplicative Provisions note under sec-
tion 1815 of this title.

1991—Subsec. (b)(2)(B). Pub. L. 102–242, § 113(b),
amended subpar. (B) generally. Prior to amendment,
subpar. (B) read as follows: ‘‘any savings association,
State nonmember bank, or State branch of a foreign
bank, or other depository institution which files an ap-
plication with the Corporation to become an insured
depository institution; and’’.

Subsec. (b)(4)(A). Pub. L. 102–242, § 113(c)(2), struck
out ‘‘insured’’ before ‘‘depository institution’’ in three
places.

Subsec. (b)(5) to (7). Pub. L. 102–242, § 203(c), added
par. (5), redesignated former par. (5) as (6) and sub-
stituted ‘‘(4), or (5)’’ for ‘‘or (4)’’, and redesignated
former par. (6) as (7).

Subsec. (d). Pub. L. 102–242, § 111(a), added subsec. (d).
Subsec. (e). Pub. L. 102–242, § 113(a)(2), as amended by

Pub. L. 102–550, § 1603(b)(4), added subsec. (e). Former
subsec. (e) redesignated (f).

Subsec. (f). Pub. L. 102–242, § 302(d), added subsec. (f)
relating to authority to prescribe regulations and defi-
nitions.

Pub. L. 102–242, § 113(a)(1), redesignated subsec. (e), re-
lating to preservation of records by photography, as (f).

1989—Subsec. (b). Pub. L. 101–73, § 210(a), amended sub-
sec. (b) generally, revising and restating as pars. (1) to
(6) provisions formerly contained in a single unnum-
bered paragraph.

Subsec. (c). Pub. L. 101–73, § 210(b)(1), substituted ‘‘and
any State nonmember bank, savings association, or
other institution’’ for ‘‘, State nonmember banks or
other institutions’’.

Pub. L. 101–73, § 201(a), substituted ‘‘insured deposi-
tory institutions’’ for ‘‘insured banks’’ wherever ap-
pearing.

Subsec. (d). Pub. L. 101–73, § 210(b)(2), struck out sub-
sec. (d) which defined ‘‘affiliate’’ and ‘‘member bank’’
for purposes of this section.

1988—Subsec. (e). Pub. L. 100–418 substituted ‘‘Na-
tional Institute of Standards and Technology’’ for ‘‘Na-
tional Bureau of Standards’’.

1982—Subsec. (b). Pub. L. 97–320, § 113(i), inserted ‘‘or
any insured Federal savings bank,’’ after ‘‘foreign
bank, or District bank,’’.

Subsec. (d). Pub. L. 97–320, § 410(g), inserted ‘‘as in sec-
tion 221a(b) of this title and’’.

1978—Subsec. (b). Pub. L. 95–630, § 305(a), inserted ‘‘or
other institution’’ after ‘‘any State nonmember bank’’
and struck out provisions that each claim agent have
power to administer oaths and affirmations and to ex-
amine and to take and preserve testimony under oath
as to any matter in respect to claims for insured depos-
its, and to issue subpenas and subpenas duces tecum,
and, for the enforcement thereof, to apply to the
United States district court for the judicial district or
the United States court in any territory in which the
main office of the bank or affiliate thereof is located,
or in which the witness resides or carriers on business
and that such courts have jurisdiction and power to
order and require compliance with any such subpena.

Pub. L. 95–369 inserted ‘‘any insured State branch of
a foreign bank, any State branch of a foreign bank
making application to become an insured bank’’ after
‘‘(except a District bank)’’, inserted ‘‘or branch’’ after
‘‘and any closed insured bank’’, substituted ‘‘any na-
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tional bank, insured Federal branch of a foreign bank,
or District bank’’ for ‘‘any national bank or District
bank’’ and inserted ‘‘and in the case of a foreign bank,
a binding commitment by such bank to permit such ex-
amination to the extent determined by the Board of Di-
rectors to be necessary to carry out the purposes of this
chapter shall be required as a condition to the insur-
ance of any deposits’’ after ‘‘effect of such relations
upon such banks’’.

Subsec. (c). Pub. L. 95–630, § 305(b), among other
changes, inserted references to State nonmember
banks, other institutions making application to be-
come insured banks, and investigations to determine
compliance with applicable law and regulations and
struck out provisions defining ‘‘affiliate’’ and ‘‘member
bank’’.

Subsec. (d). Pub. L. 95–630, § 305(b), substituted provi-
sions defining the terms ‘‘affiliate’’ and ‘‘member
bank’’ for provisions relating to the enforcement of
subpenas and orders.

1970—Subsec. (d). Pub. L. 91–452 struck out provisions
which granted immunity from prosecution for any indi-
vidual compelled to testify or produce evidence, docu-
mentary or otherwise, after claiming his privilege
against self-incrimination.

1966—Subsec. (b). Pub. L. 89–695 empowered Corpora-
tion examiners making examinations of insured banks
to make such examinations of the affairs of all affili-
ates of such banks as shall be necessary to disclose
fully the relations between such banks and their affili-
ates and the effect of such relations upon such banks,
authorized Corporation claim agents to issue subpenas
and subpenas duces tecum in connection with inves-
tigation and examination of claims for insured deposits
and to apply to the proper United States district court
for the enforcement of such subpenas and provided such
courts with jurisdiction and power to order and require
compliance with any such subpena.

Subsec. (c). Pub. L. 89–695 provided that in connection
with examinations of insured banks and affiliates
thereof, the appropriate Federal banking agency, or its
designated representatives, could administer oaths and
affirmations, take and preserve testimony under oath
as to any matter in respect of the affairs or ownership
of such bank or affiliate thereof, issue subpenas and
subpenas duces tecum, and apply to the proper United
States district court for the enforcement of such subpe-
nas, provided such courts with jurisdiction and power
to order and require compliance with any such subpena,
and defined ‘‘affiliate’’ and ‘‘member bank’’.

1960—Subsecs. (e) to (g). Pub. L. 86–671 struck out sub-
secs. (e) and (f) which related to reports of condition by
insured nonmember State banks and access by Corpora-
tion to information of other bank supervisory authori-
ties, and redesignated subsec. (g) as (e). See section
1817(a)(1) and (2) of this title.

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

EFFECTIVE DATE OF 1992 AMENDMENTS

Amendment by section 303(b)(5) of Pub. L. 102–558
deemed to have become effective Mar. 1, 1992, see sec-
tion 304 of Pub. L. 102–558, set out as a note under sec-
tion 2062 of Title 50, Appendix, War and National De-
fense.

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-

ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, ex-
cept that where amendment is to any provision of law
added or amended by Pub. L. 102–242 effective after Dec.
19, 1992, then amendment by Pub. L. 102–550 effective on
effective date of amendment by Pub. L. 102–242, see sec-
tion 1609 of Pub. L. 102–550, set out as a note under sec-
tion 191 of this title.

EFFECTIVE DATE OF 1991 AMENDMENT

Section 111(b) of Pub. L. 102–242 provided that: ‘‘The
amendment made by subsection (a) [amending this sec-
tion] shall become effective 1 year after the date of en-
actment of this Act [Dec. 19, 1991].’’

Amendment by section 302(d) of Pub. L. 102–242 effec-
tive on earlier of 180 days after date on which final reg-
ulations promulgated in accordance with section 302(c)
of Pub. L. 102–242, set out as a note under section 1817
of this title, become effective or Jan. 1, 1994, see section
302(g) of Pub. L. 102–242, set out as a note under section
1817 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective upon expira-
tion of 120 days after Nov. 10, 1978, see section 2101 of
Pub. L. 95–630, set out as an Effective Date note under
section 375b of this title.

EFFECTIVE DATE OF 1970 AMENDMENT

Amendment by Pub. L. 91–452 effective on sixtieth
day following Oct. 15, 1970, not to affect any immunity
to which any individual is entitled under this section
by reason of any testimony given before sixtieth day
following Oct. 15, 1970, see section 260 of Pub. L. 91–452,
set out as an Effective Date; Savings Provision note
under section 6001 of Title 18, Crimes and Criminal Pro-
cedure.

EXPIRATION OF 1966 AMENDMENT

Pub. L. 91–609, title IX, § 908, Dec. 31, 1970, 84 Stat.
1811, repealed section 401 of Pub. L. 89–695 which had
provided that: ‘‘The provisions of titles I and II of this
Act [amending sections 1464, 1730, 1813, 1817 to 1820 and
repealing section 77 of this title and enacting provi-
sions set out as notes under sections 1464, 1730, and 1813
of this title] and any provisions of law enacted by said
titles shall be effective only during the period ending
at the close of June 30, 1972. Effective upon the expira-
tion of such period, each provision of law amended by
either of such titles is further amended to read as it did
immediately prior to the enactment of this Act [Oct.
16, 1966] and each provision of law repealed by either of
such titles is reenacted.’’

EFFECTIVE DATE OF 1960 AMENDMENT

Amendment by Pub. L. 86–671 effective Jan. 1, 1961,
see section 7 of Pub. L. 86–671, set out as a note under
section 1817 of this title.

EFFECTIVE DATE OF INITIAL GUIDELINES

Section 349(b) of Pub. L. 103–325 provided that: ‘‘The
initial guidelines required to be issued pursuant to the
amendment made by subsection (a) [amending this sec-
tion] shall become effective not later than 1 year after
the date of enactment of this Act [Sept. 23, 1994].’’

TRANSITION RULE

Section 111(c) of Pub. L. 102–242 provided that: ‘‘Not-
withstanding section 10(d) of the Federal Deposit Insur-
ance Act [12 U.S.C. 1820(d)] (as added by subsection (a)),
during the period beginning on the date of enactment
of this Act [Dec. 19, 1991] and ending on December 31,
1993, a full-scope, on-site examination of an insured de-
pository institution is not required more often than
once during every 18-month period, unless—

‘‘(1) the institution, when most recently examined,
was found to be in a less than satisfactory condition;
or

‘‘(2) 1 or more persons acquired control of the insti-
tution.’’
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CONDITIONS GOVERNING EMPLOYMENT OF PERSONNEL
NOT REPEALED, MODIFIED, OR AFFECTED

Nothing contained in section 203 of Pub. L. 89–695
amending subsecs. (b) and (c) of this section to be con-
strued as repealing, modifying, or affecting section 1829
of this title, see section 206 of Pub. L. 89–695, set out as
a note under section 1813 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1464, 1820a, 1821,
1831v, 4204, 4224 of this title.

§ 1820a. Examination of investment companies

(a) Exclusive Commission authority
Except as provided in subsection (c) of this

section, a Federal banking agency may not in-
spect or examine any registered investment
company that is not a bank holding company or
a savings and loan holding company.

(b) Examination results and other information
The Commission shall provide to any Federal

banking agency, upon request, the results of any
examination, reports, records, or other informa-
tion with respect to any registered investment
company to the extent necessary for the agency
to carry out its statutory responsibilities.

(c) Certain examinations authorized
Nothing in this section shall prevent the Cor-

poration, if the Corporation finds it necessary to
determine the condition of an insured deposi-
tory institution for insurance purposes, from ex-
amining an affiliate of any insured depository
institution, pursuant to its authority under sec-
tion 1820(b)(4) of this title, as may be necessary
to disclose fully the relationship between the in-
sured depository institution and the affiliate,
and the effect of such relationship on the in-
sured depository institution.

(d) Definitions
For purposes of this section, the following

definitions shall apply:

(1) Bank holding company
The term ‘‘bank holding company’’ has the

meaning given the term in section 1841 of this
title.

(2) Commission
The term ‘‘Commission’’ means the Securi-

ties and Exchange Commission.

(3) Corporation
The term ‘‘Corporation’’ means the Federal

Deposit Insurance Corporation.

(4) Federal banking agency
The term ‘‘Federal banking agency’’ has the

meaning given the term in section 1813(z) of
this title.

(5) Insured depository institution
The term ‘‘insured depository institution’’

has the meaning given the term in section
1813(c) of this title.

(6) Registered investment company
The term ‘‘registered investment company’’

means an investment company that is reg-
istered with the Commission under the Invest-
ment Company Act of 1940 [15 U.S.C. 80a–1 et
seq.].

(7) Savings and loan holding company
The term ‘‘savings and loan holding com-

pany’’ has the meaning given the term in sec-
tion 1467a(a)(1)(D) of this title.

(Pub. L. 106–102, title I, § 115, Nov. 12, 1999, 113
Stat. 1371.)

REFERENCES IN TEXT

The Investment Company Act of 1940, referred to in
subsec. (d)(6), is title I of act Aug. 22, 1940, ch. 686, 54
Stat. 789, as amended, which is classified generally to
subchapter I (§ 80a–1 et seq.) of chapter 2D of Title 15,
Commerce and Trade. For complete classification of
this Act to the Code, see section 80a–51 of Title 15 and
Tables.

CODIFICATION

Section was enacted as part of the Gramm-Leach-Bli-
ley Act, and not as part of the Federal Deposit Insur-
ance Act which comprises this chapter.

EFFECTIVE DATE

Section effective 120 days after Nov. 12, 1999, see sec-
tion 161 of Pub. L. 106–102, set out as an Effective Date
of 1999 Amendment note under section 24 of this title.

§ 1821. Insurance Funds

(a) Deposit insurance
(1) INSURED AMOUNTS PAYABLE.—

(A) IN GENERAL.—The Corporation shall in-
sure the deposits of all insured depository in-
stitutions as provided in this chapter.

(B) NET AMOUNT OF INSURED DEPOSIT.—The
net amount due to any depositor at an insured
depository institution shall not exceed $100,000
as determined in accordance with subpara-
graphs (C) and (D).

(C) AGGREGATION OF DEPOSITS.—For the pur-
pose of determining the net amount due to any
depositor under subparagraph (B), the Cor-
poration shall aggregate the amounts of all
deposits in the insured depository institution
which are maintained by a depositor in the
same capacity and the same right for the ben-
efit of the depositor either in the name of the
depositor or in the name of any other person,
other than any amount in a trust fund de-
scribed in paragraph (1) or (2) of section 1817(i)
of this title or any funds described in section
1817(i)(3) of this title.

(D) COVERAGE ON PRO RATA OR ‘‘PASS-
THROUGH’’ BASIS.—

(i) IN GENERAL.—Except as provided in
clause (ii), for the purpose of determining
the amount of insurance due under subpara-
graph (B), the Corporation shall provide de-
posit insurance coverage with respect to de-
posits accepted by any insured depository
institution on a pro rata or ‘‘pass-through’’
basis to a participant in or beneficiary of an
employee benefit plan (as defined in sub-
section (a)(8)(B)(ii) of this section), includ-
ing any eligible deferred compensation plan
described in section 457 of title 26.

(ii) EXCEPTION.—After the end of the 1-year
period beginning on December 19, 1991, the
Corporation shall not provide insurance cov-
erage on a pro rata or ‘‘pass-through’’ basis
pursuant to clause (i) with respect to depos-
its accepted by any insured depository insti-
tution which, at the time such deposits are
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1 So in original. The second occurrence of the phrase ‘‘in an
amount not to exceed $100,000 per account’’ probably should not
appear. 2 So in original. Probably should be ‘‘depository institution’’.

accepted, may not accept brokered deposits
under section 1831f of this title.

(iii) COVERAGE UNDER CERTAIN CIRCUM-
STANCES.—Clause (ii) shall not apply with re-
spect to any deposit accepted by an insured
depository institution described in such
clause if, at the time the deposit is accept-
ed—

(I) the institution meets each applicable
capital standard; and

(II) the depositor receives a written
statement from the institution that such
deposits at such institution are eligible for
insurance coverage on a pro rata or ‘‘pass-
through’’ basis.

(2)(A) Notwithstanding any limitation in this
chapter or in any other provision of law relating
to the amount of deposit insurance available for
the account of any one depositor, in the case of
a depositor who is—

(i) an officer, employee, or agent of the
United States having official custody of public
funds and lawfully investing or depositing the
same in time and savings deposits in an in-
sured depository institution;

(ii) an officer, employee, or agent of any
State of the United States, or of any county,
municipality, or political subdivision thereof
having official custody of public funds and
lawfully investing or depositing the same in
time and savings deposits in an insured deposi-
tory institution in such State;

(iii) an officer, employee, or agent of the
District of Columbia having official custody of
public funds and lawfully investing or deposit-
ing the same in time and savings deposits in
an insured depository institution in the Dis-
trict of Columbia;

(iv) an officer, employee, or agent of the
Commonwealth of Puerto Rico, of the Virgin
Islands, of American Samoa, of the Trust Ter-
ritory of the Pacific Islands, or of Guam, or of
any county, municipality, or political subdivi-
sion thereof having official custody of public
funds and lawfully investing or depositing the
same in time and savings deposits in an in-
sured depository institution in the Common-
wealth of Puerto Rico, the Virgin Islands,
American Samoa, the Trust Territory of the
Pacific Islands, or Guam, respectively; or

(v) an officer, employee, or agent of any In-
dian tribe (as defined in section 1452(c) of title
25) or agency thereof having official custody of
tribal funds and lawfully investing or deposit-
ing the same in time and savings deposits in
an insured depository institution;

such depositor shall, for the purpose of deter-
mining the amount of insured deposits under
this subsection, be deemed a depositor in such
custodial capacity separate and distinct from
any other officer, employee, or agent of the
United States or any public unit referred to in
clause (ii), (iii), (iv), or (v) and the deposit of any
such depositor shall be insured in an amount not
to exceed $100,000 per account in an amount not
to exceed $100,000 per account.1

(B) The Corporation may limit the aggregate
amount of funds that may be invested or depos-

ited in deposits in any insured depository insti-
tution by any depositor referred to in subpara-
graph (A) of this paragraph on the basis of the
size of any such bank 2 in terms of its assets:
Provided, however, such limitation may be ex-
ceeded by the pledging of acceptable securities
to the depositor referred to in subparagraph (A)
of this paragraph when and where required.

(3) CERTAIN RETIREMENT ACCOUNTS.—
(A) IN GENERAL.—Notwithstanding any limi-

tation in this chapter relating to the amount
of deposit insurance available for the account
of any 1 depositor, deposits in an insured de-
pository institution made in connection
with—

(i) any individual retirement account de-
scribed in section 408(a) of title 26;

(ii) subject to the exception contained in
paragraph (1)(D)(ii), any eligible deferred
compensation plan described in section 457
of title 26; and

(iii) any individual account plan defined in
section 1002(34) of title 29, and any plan de-
scribed in section 401(d) of title 26, to the ex-
tent that participants and beneficiaries
under such plan have the right to direct the
investment of assets held in individual ac-
counts maintained on their behalf by the
plan,

shall be aggregated and insured in an amount
not to exceed $100,000 per participant per in-
sured depository institution.

(B) AMOUNTS TAKEN INTO ACCOUNT.—For pur-
poses of subparagraph (A), the amount aggre-
gated for insurance coverage under this para-
graph shall consist of the present vested and
ascertainable interest of each participant
under the plan, excluding any remainder inter-
est created by, or as a result of, the plan.

(4) GENERAL PROVISIONS RELATING TO FUNDS.—
(A) MAINTENANCE AND USE OF FUNDS.—The

Bank Insurance Fund established under para-
graph (5) and the Savings Association Insur-
ance Fund established under paragraph (6)
shall each be—

(i) maintained and administered by the
Corporation;

(ii) maintained separately and not com-
mingled; and

(iii) used by the Corporation to carry out
its insurance purposes in the manner pro-
vided in this subsection.

(B) LIMITATION ON USE.—Notwithstanding
any provision of law other than section
1823(c)(4)(G) of this title, the Bank Insurance
Fund and the Savings Association Insurance
Fund shall not be used in any manner to bene-
fit any shareholder or affiliate (other than an
insured depository institution that receives
assistance in accordance with the provisions
of this chapter) of—

(i) any insured depository institution for
which the Corporation or the Resolution
Trust Corporation has been appointed con-
servator or receiver, in connection with any
type of resolution by the Corporation or the
Resolution Trust Corporation;

(ii) any other insured depository institu-
tion in default or in danger of default, in
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connection with any type of resolution by
the Corporation or the Resolution Trust Cor-
poration; or

(iii) any insured depository institution, in
connection with the provision of assistance
under this section or section 1823 of this title
with respect to such institution, except that
this clause shall not prohibit any assistance
to any insured depository institution that is
not in default, or that is not in danger of de-
fault, that is acquiring (as defined in section
1823(f)(8)(B) of this title) another insured de-
pository institution.

(5) BANK INSURANCE FUND.—
(A) ESTABLISHMENT.—There is established a

fund to be known as the Bank Insurance Fund.
(B) TRANSFER TO FUND.—On August 9, 1989,

the Permanent Insurance Fund shall be dis-
solved and all assets and liabilities of the Per-
manent Insurance Fund shall be transferred to
the Bank Insurance Fund.

(C) USES.—The Bank Insurance Fund shall
be available to the Corporation for use with
respect to Bank Insurance Fund members.

(D) DEPOSITS.—All amounts assessed against
Bank Insurance Fund members by the Cor-
poration shall be deposited into the Bank In-
surance Fund.

(6) SAVINGS ASSOCIATION INSURANCE FUND.—
(A) ESTABLISHMENT.—There is established a

fund to be known as the Savings Association
Insurance Fund.

(B) USES.—The Savings Association Insur-
ance Fund shall be available to the Corpora-
tion for use with respect to Savings Associa-
tion Insurance Fund members.

(C) DEPOSITS.—All amounts assessed against
Savings Association Insurance Fund members
which are not required for the Financing Cor-
poration, the Resolution Funding Corporation,
or the FSLIC Resolution Fund shall be depos-
ited in the Savings Association Insurance
Fund.

(D) TREASURY PAYMENTS TO FUND.—To the
extent of the availability of amounts provided
in appropriation Acts and subject to subpara-
graphs (E) and (G), the Secretary of the Treas-
ury shall pay to the Savings Association In-
surance Fund such amounts as may be needed
to pay losses incurred by the Fund in fiscal
years 1994 through 1998.

(E) CERTIFICATION CONDITIONS ON AVAILABIL-
ITY OF FUNDING.—No amount appropriated for
payments by the Secretary of the Treasury in
accordance with subparagraph (D) for any fis-
cal year may be expended unless the Chair-
person of the Board of Directors certifies to
the Congress, at any time before the beginning
of or during such fiscal year, that—

(i) such amount is needed to pay for losses
which have been incurred or can reasonably
be expected to be incurred by the Savings
Association Insurance Fund;

(ii) the Board of Directors has determined
that—

(I) Savings Association Insurance Fund
members, in the aggregate, are unable to
pay additional semiannual assessments
under section 1817(b) of this title at the as-
sessment rates which would be required in

order to cover, from such additional as-
sessments, losses which have been incurred
or can reasonably be expected to be in-
curred by the Fund without adversely af-
fecting the ability of such members to
raise and maintain capital or to maintain
the members’ assessment base; and

(II) an increase in the assessment rates
for Savings Association Insurance Fund
members to cover such losses could rea-
sonably be expected to result in greater
losses to the Government;

(iii) the Board of Directors has determined
that—

(I) Savings Association Insurance Fund
members, in the aggregate, are unable to
pay additional semiannual assessments
under section 1817(b) of this title at the as-
sessment rates which would be required in
order to meet the repayment schedule re-
quired under section 1824(c) of this title for
any amount borrowed under section 1824(a)
of this title to cover losses which have
been incurred or can reasonably be ex-
pected to be incurred by the Fund without
adversely affecting the ability of such
members to raise and maintain capital or
to maintain the members’ assessment
base; and

(II) an increase in the assessment rates
for Savings Association Insurance Fund
members to meet any such repayment
schedule could reasonably be expected to
result in greater losses to the Government;

(iv) as of the date of certification, the Cor-
poration has in effect procedures designed to
ensure that the activities of the Savings As-
sociation Insurance Fund and the affairs of
any Savings Association Insurance Fund
member for which a conservator or receiver
has been appointed are conducted in an effi-
cient manner and the Corporation is in com-
pliance with such procedures;

(v) with respect to the most recent audit of
the Savings Association Insurance Fund by
the Comptroller General of the United
States before the date of the certification—

(I) the Corporation has taken or is tak-
ing appropriate action to implement any
recommendation made by the Comptroller
General; or

(II) no corrective action is necessary or
appropriate;

(vi) the Corporation has provided for the
appointment of a chief financial officer
who—

(I) does not have other operating respon-
sibilities;

(II) will report directly to the Chair-
person of the Corporation; and

(III) will have such authority and duties
of chief financial officers under section 902
of title 31 as the Board of Directors of the
Corporation determines to be appropriate
with respect to the Corporation;

(vii) the Corporation has provided for the
appointment of a senior officer whose re-
sponsibilities shall include setting uniform
standards for contracting and contracting



Page 1004TITLE 12—BANKS AND BANKING§ 1821

enforcement in connection with the adminis-
tration of the Fund;

(viii) the Corporation is implementing the
minority outreach provisions mandated by
section 1833e of this title;

(ix) the Corporation has provided for the
appointment of a senior attorney, at the as-
sistant general counsel level or above, re-
sponsible for professional liability cases; and

(x) the Corporation has improved the man-
agement of legal services by—

(I) utilizing staff counsel when such uti-
lization would provide the same level of
quality in legal services as the use of out-
side counsel at the same or a lower esti-
mated cost; and

(II) employing outside counsel only if
the use of outside counsel would provide
the most practicable, efficient, and cost-ef-
fective resolution to the action and only
under a negotiated fee, contingent fee, or
competitively bid fee agreement.

(F) AVAILABILITY OF RTC FUNDING.—At any
time before the end of the 2-year period begin-
ning on the date of the termination of the Res-
olution Trust Corporation, the Secretary of
the Treasury shall provide, out of funds appro-
priated to the Resolution Trust Corporation
pursuant to section 1441a(i)(3) of this title and
not expended by the Resolution Trust Corpora-
tion, to the Savings Association Insurance
Fund, for any year such amounts as are needed
by the Fund and are not needed by the Resolu-
tion Trust Corporation, if the Chairperson of
the Board of Directors has certified to the
Congress that—

(i) such amount is needed to pay for losses
which have been incurred or can reasonably
be expected to be incurred by the Savings
Association Insurance Fund;

(ii) the Board of Directors has determined
that—

(I) Savings Association Insurance Fund
members, in the aggregate, are unable to
pay additional semiannual assessments
under section 1817(b) of this title at the as-
sessment rates which would be required in
order to cover, from such additional as-
sessments, losses which have been incurred
or can reasonably be expected to be in-
curred by the Savings Association Insur-
ance Fund without adversely affecting the
ability of such members to raise and main-
tain capital or to maintain the members’
assessment base; and

(II) an increase in the assessment rates
for Savings Association Insurance Fund
members to cover such losses could rea-
sonably be expected to result in greater
losses to the Government;

(iii) the Board of Directors has determined
that—

(I) Savings Association Insurance Fund
members, in the aggregate, are unable to
pay additional semiannual assessments
under section 1817(b) of this title at the as-
sessment rates which would be required in
order to meet the repayment schedule re-
quired under section 1824(c) of this title for
any amount borrowed under section 1824(a)

of this title to cover losses which have
been incurred or can reasonably be ex-
pected to be incurred by the Savings Asso-
ciation Insurance Fund without adversely
affecting the ability of such members to
raise and maintain capital or to maintain
such members’ assessment base; and

(II) an increase in the assessment rates
for Savings Association Insurance Fund
members to meet any such repayment
schedule could reasonably be expected to
result in greater losses to the Government;

(iv) the Corporation has provided for the
appointment of a chief financial officer
who—

(I) does not have other operating respon-
sibilities;

(II) will report directly to the Chair-
person of the Corporation; and

(III) will have such authority and duties
of chief financial officers under section 902
of title 31 as the Board of Directors of the
Corporation determines to be appropriate
with respect to the Corporation;

(v) the Corporation has provided for the
appointment of a senior officer whose re-
sponsibilities shall include setting uniform
standards for contracting and contracting
enforcement in connection with the adminis-
tration of the Fund;

(vi) the Corporation is implementing the
minority outreach provisions mandated by
section 1833e of this title;

(vii) the Corporation has provided for the
appointment of a senior attorney, at the as-
sistant general counsel level or above, re-
sponsible for professional liability cases; and

(viii) the Corporation has improved the
management of legal services by—

(I) utilizing staff counsel when such uti-
lization would provide the same level of
quality in legal services as the use of out-
side counsel at the same or a lower esti-
mated cost; and

(II) employing outside counsel only if
the use of outside counsel would provide
the most practicable, efficient, and cost-ef-
fective resolution to the action and only
under a negotiated fee, contingent fee, or
competitively bid fee agreement.

(G) EXCEPTION TO SUBPARAGRAPH (D).—Not-
withstanding subparagraph (D), no payment
may be made pursuant to such subparagraphs
after the Savings Association Insurance Fund
achieves a reserve ratio of 1.25 percent.

(H) APPEARANCE UPON REQUEST.—The Sec-
retary of the Treasury and the Chairperson of
the Board of Directors of the Federal Deposit
Insurance Corporation shall appear before the
Committee on Banking, Finance and Urban
Affairs of the House of Representatives or the
Committee on Banking, Housing, and Urban
Affairs of the Senate, upon the request of the
chairman of the committee, to report on any
certification made to the Congress under sub-
paragraph (E) or (F).

(I) BORROWING AUTHORITY.—
(i) IN GENERAL.—The Corporation may bor-

row from the Federal home loan banks, with
the concurrence of the Federal Housing Fi-
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nance Board, such funds as the Corporation
considers necessary for the use of the Sav-
ings Association Insurance Fund.

(ii) TERMS AND CONDITIONS.—Any loan from
any Federal home loan bank under clause (i)
to the Savings Association Insurance Fund
shall—

(I) bear a rate of interest of not less than
such bank’s current marginal cost of
funds, taking into account the maturities
involved;

(II) be adequately secured, as determined
by the Federal Housing Finance Board;

(III) be a direct liability of such Fund;
and

(IV) be subject to the limitations of sec-
tion 1825(c) of this title.

(J) AUTHORIZATION OF APPROPRIATIONS.—Sub-
ject to subparagraph (E), there are authorized
to be appropriated to the Secretary of the
Treasury, such sums as may be necessary to
carry out the provisions of subparagraph (D)
for fiscal years 1994 through 1998, except that
the aggregate amount appropriated pursuant
to this authorization may not exceed
$8,000,000,000.

(K) RETURN TO TREASURY.—If the aggregate
amount of funds transferred to the Savings As-
sociation Insurance Fund under subparagraph
(D) or (F) exceeds the amount needed to cover
losses incurred by the Fund, such excess
amount shall be deposited in the general fund
of the Treasury.

(7) PROVISIONS APPLICABLE TO MAINTENANCE OF
ACCOUNTS.—

(A) CORPORATION’S AUTHORITY.—Any provi-
sion of this chapter forbidding the commin-
gling of the Bank Insurance Fund with the
Savings Association Insurance Fund, or re-
quiring the separate maintenance of the Bank
Insurance Fund and the Savings Association
Insurance Fund, is not intended—

(i) to limit or impair the authority of the
Corporation to use the same facilities and
resources in the course of conducting super-
visory, regulatory, conservatorship, receiv-
ership, or liquidation functions with respect
to banks and savings associations, or to in-
tegrate such functions; or

(ii) to limit or impair the Corporation’s
power to combine assets or liabilities be-
longing to banks and savings associations in
conservatorship or receivership for manage-
rial purposes, or to limit or impair the Cor-
poration’s power to dispose of such assets or
liabilities on an aggregate basis.

(B) ACCOUNTING REQUIREMENTS.—
(i) ACCOUNTING FOR USE OF FACILITIES AND

RESOURCES.—The Corporation shall keep a
full and complete accounting of all costs and
expenses associated with the use of any fa-
cility or resource used in the course of any
function specified in subparagraph (A)(i) and
shall allocate, in the manner provided in
subparagraph (C), any such costs and ex-
penses incurred by the Corporation—

(I) with respect to Bank Insurance Fund
members to the Bank Insurance Fund; and

(II) with respect to Savings Association
Insurance Fund members to the Savings
Association Insurance Fund.

(ii) ACCOUNTING FOR HOLDING AND MANAGING
ASSETS AND LIABILITIES.—The Corporation
shall keep a full and complete accounting of
all costs and expenses associated with the
holding and management of any asset or li-
ability specified in subparagraph (A)(ii).

(iii) ACCOUNTING FOR DISPOSITION OF ASSETS
AND LIABILITIES.—The Corporation shall keep
a full and complete accounting of all ex-
penses and receipts associated with the dis-
position of any asset or liability specified in
subparagraph (A)(ii).

(iv) ALLOCATION OF COST, EXPENSES AND RE-
CEIPTS.—The Corporation shall allocate any
cost, expense, and receipt described in clause
(ii) or clause (iii) which is associated with
any asset or liability belonging to—

(I) any Bank Insurance Fund member to
the Bank Insurance Fund; and

(II) any Savings Association Insurance
Fund member to the Savings Association
Insurance Fund.

(C) ALLOCATION OF ADMINISTRATIVE EX-
PENSES.—Any personnel, administrative, or
other overhead expense of the Corporation
shall be allocated—

(i) fully to the Bank Insurance Fund, if the
expense was incurred directly as a result of
the Corporation’s responsibilities solely
with respect to Bank Insurance Fund mem-
bers;

(ii) fully to the Savings Association Insur-
ance Fund, if the expense was incurred di-
rectly as a result of the Corporation’s re-
sponsibilities solely with respect to Savings
Association Insurance Fund members;

(iii) between the Bank Insurance Fund and
the Savings Association Insurance Fund, in
amounts reflecting the relative degree to
which the expense was incurred as a result of
the activities of Bank Insurance Fund and
Savings Association Insurance Fund mem-
bers; or

(iv) between the Bank Insurance Fund and
the Savings Association Insurance Fund, in
amounts reflecting the relative total assets
as of the end of the preceding calendar year
of Bank Insurance Fund members and Sav-
ings Association Insurance Fund members,
to the extent that the Board of Directors is
unable to make a determination under
clause (i), (ii), or (iii).

(8) CERTAIN INVESTMENT CONTRACTS NOT TREAT-
ED AS INSURED DEPOSITS.—

(A) IN GENERAL.—A liability of an insured
depository institution shall not be treated as
an insured deposit if the liability arises under
any insured depository institution investment
contract between any insured depository insti-
tution and any employee benefit plan which
expressly permits benefit-responsive with-
drawals or transfers.

(B) DEFINITIONS.—For purposes of subpara-
graph (A)—

(i) BENEFIT-RESPONSIVE WITHDRAWALS OR
TRANSFERS.—The term ‘‘benefit-responsive
withdrawals or transfers’’ means any with-
drawal or transfer of funds (consisting of any
portion of the principal and any interest
credited at a rate guaranteed by the insured
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depository institution investment contract)
during the period in which any guaranteed
rate is in effect, without substantial penalty
or adjustment, to pay benefits provided by
the employee benefit plan or to permit a
plan participant or beneficiary to redirect
the investment of his or her account bal-
ance.

(ii) EMPLOYEE BENEFIT PLAN.—The term
‘‘employee benefit plan’’—

(I) has the meaning given to such term
in section 1002(3) of title 29; and

(II) includes any plan described in sec-
tion 401(d) of title 26.

(b) Liquidation as closing of depository institu-
tion

For the purposes of this chapter an insured de-
pository institution shall be deemed to have
been closed on account of inability to meet the
demands of its depositors in any case in which it
has been closed for the purpose of liquidation
without adequate provision being made for pay-
ment of its depositors.
(c) Appointment of Corporation as conservator

or receiver
(1) In general

Notwithstanding any other provision of Fed-
eral law, the law of any State, or the constitu-
tion of any State, the Corporation may accept
appointment and act as conservator or re-
ceiver for any insured depository institution
upon appointment in the manner provided in
paragraph (2) or (3).
(2) Federal depository institutions

(A) Appointment
(i) Conservator

The Corporation may, at the discretion
of the supervisory authority, be appointed
conservator of any insured Federal deposi-
tory institution or District bank and the
Corporation may accept such appoint-
ment.
(ii) Receiver

The Corporation shall be appointed re-
ceiver, and shall accept such appointment,
whenever a receiver is appointed for the
purpose of liquidation or winding up the
affairs of an insured Federal depository in-
stitution or District bank by the appro-
priate Federal banking agency, notwith-
standing any other provision of Federal
law (other than section 1441a of this title)
or the code of law for the District of Co-
lumbia.

(B) Additional powers
In addition to and not in derogation of the

powers conferred and the duties imposed by
this section on the Corporation as conserva-
tor or receiver, the Corporation, to the ex-
tent not inconsistent with such powers and
duties, shall have any other power conferred
on or any duty (which is related to the exer-
cise of such power) imposed on a conservator
or receiver for any Federal depository insti-
tution under any other provision of law.
(C) Corporation not subject to any other

agency
When acting as conservator or receiver

pursuant to an appointment described in

subparagraph (A), the Corporation shall not
be subject to the direction or supervision of
any other agency or department of the
United States or any State in the exercise of
the Corporation’s rights, powers, and privi-
leges.
(D) Depository institution in conservatorship

subject to banking agency supervision
Notwithstanding subparagraph (C), any

Federal depository institution for which the
Corporation has been appointed conservator
shall remain subject to the supervision of
the appropriate Federal banking agency.

(3) Insured State depository institutions
(A) Appointment by appropriate State super-

visor
Whenever the authority having super-

vision of any insured State depository insti-
tution (other than a District depository in-
stitution) appoints a conservator or receiver
for such institution and tenders appoint-
ment to the Corporation, the Corporation
may accept such appointment.
(B) Additional powers

In addition to the powers conferred and
the duties related to the exercise of such
powers imposed by State law on any con-
servator or receiver appointed under the law
of such State for an insured State depository
institution, the Corporation, as conservator
or receiver pursuant to an appointment de-
scribed in subparagraph (A), shall have the
powers conferred and the duties imposed by
this section on the Corporation as conserva-
tor or receiver.
(C) Corporation not subject to any other

agency
When acting as conservator or receiver

pursuant to an appointment described in
subparagraph (A), the Corporation shall not
be subject to the direction or supervision of
any other agency or department of the
United States or any State in the exercise of
its rights, powers, and privileges.
(D) Depository institution in conservatorship

subject to banking agency supervision
Notwithstanding subparagraph (C), any in-

sured State depository institution for which
the Corporation has been appointed con-
servator shall remain subject to the super-
vision of the appropriate State bank or sav-
ings association supervisor.

(4) Appointment of Corporation by the Cor-
poration

Except as otherwise provided in section
1441a of this title and notwithstanding any
other provision of Federal law, the law of any
State, or the constitution of any State, the
Corporation may appoint itself as sole con-
servator or receiver of any insured State de-
pository institution if—

(A) the Corporation determines—
(i) that—

(I) a conservator, receiver, or other
legal custodian has been appointed for
such institution;

(II) such institution has been subject
to the appointment of any such con-
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servator, receiver, or custodian for a pe-
riod of at least 15 consecutive days; and

(III) 1 or more of the depositors in such
institution is unable to withdraw any
amount of any insured deposit; or

(ii) that such institution has been closed
by or under the laws of any State; and

(B) the Corporation determines that 1 or
more of the grounds specified in paragraph
(5)—

(i) existed with respect to such institu-
tion at the time—

(I) the conservator, receiver, or other
legal custodian was appointed; or

(II) such institution was closed; or

(ii) exist at any time—
(I) during the appointment of the con-

servator, receiver, or other legal custo-
dian; or

(II) while such institution is closed.
(5) Grounds for appointing conservator or re-

ceiver
The grounds for appointing a conservator or

receiver (which may be the Corporation) for
any insured depository institution are as fol-
lows:

(A) ASSETS INSUFFICIENT FOR OBLIGA-
TIONS.—The institution’s assets are less than
the institution’s obligations to its creditors
and others, including members of the insti-
tution.

(B) SUBSTANTIAL DISSIPATION.—Substantial
dissipation of assets or earnings due to—

(i) any violation of any statute or regu-
lation; or

(ii) any unsafe or unsound practice.

(C) UNSAFE OR UNSOUND CONDITION.—An un-
safe or unsound condition to transact busi-
ness.

(D) CEASE AND DESIST ORDERS.—Any willful
violation of a cease-and-desist order which
has become final.

(E) CONCEALMENT.—Any concealment of
the institution’s books, papers, records, or
assets, or any refusal to submit the institu-
tion’s books, papers, records, or affairs for
inspection to any examiner or to any lawful
agent of the appropriate Federal banking
agency or State bank or savings association
supervisor.

(F) INABILITY TO MEET OBLIGATIONS.—The
institution is likely to be unable to pay its
obligations or meet its depositors’ demands
in the normal course of business.

(G) LOSSES.—The institution has incurred
or is likely to incur losses that will deplete
all or substantially all of its capital, and
there is no reasonable prospect for the insti-
tution to become adequately capitalized (as
defined in section 1831o(b) of this title) with-
out Federal assistance.

(H) VIOLATIONS OF LAW.—Any violation of
any law or regulation, or any unsafe or un-
sound practice or condition that is likely
to—

(i) cause insolvency or substantial dis-
sipation of assets or earnings;

(ii) weaken the institution’s condition;
or

(iii) otherwise seriously prejudice the in-
terests of the institution’s depositors or
the deposit insurance fund.

(I) CONSENT.—The institution, by resolu-
tion of its board of directors or its share-
holders or members, consents to the ap-
pointment.

(J) CESSATION OF INSURED STATUS.—The in-
stitution ceases to be an insured institution.

(K) UNDERCAPITALIZATION.—The institu-
tion is undercapitalized (as defined in sec-
tion 1831o(b) of this title), and—

(i) has no reasonable prospect of becom-
ing adequately capitalized (as defined in
that section);

(ii) fails to become adequately capital-
ized when required to do so under section
1831o(f)(2)(A) of this title;

(iii) fails to submit a capital restoration
plan acceptable to that agency within the
time prescribed under section 1831o(e)(2)(D)
of this title; or

(iv) materially fails to implement a cap-
ital restoration plan submitted and ac-
cepted under section 1831o(e)(2) of this
title.

(L) The institution—
(i) is critically undercapitalized, as de-

fined in section 1831o(b) of this title; or
(ii) otherwise has substantially insuffi-

cient capital.

(M) MONEY LAUNDERING OFFENSE.—The At-
torney General notifies the appropriate Fed-
eral banking agency or the Corporation in
writing that the insured depository institu-
tion has been found guilty of a criminal of-
fense under section 1956 or 1957 of title 18 or
section 5322 or 5324 of title 31.

(6) Appointment by Director of the Office of
Thrift Supervision

(A) Conservator
The Corporation or the Resolution Trust

Corporation may, at the discretion of the Di-
rector of the Office of Thrift Supervision, be
appointed conservator and the Corporation
may accept any such appointment.
(B) Receiver

Whenever the Director of the Office of
Thrift Supervision appoints a receiver under
the provisions of subparagraph (A) or (C) of
section 1464(d)(2) of this title for the purpose
of liquidation or winding up any savings as-
sociation’s affairs—

(i) before such date as is determined by
the Chairperson of the Thrift Depositor
Protection Oversight Board under section
1441a(b)(3)(A)(ii) of this title, the Resolu-
tion Trust Corporation shall be appointed;

(ii) on or after the date determined by
the Chairperson of the Thrift Depositor
Protection Oversight Board under section
1441a(b)(3)(A)(ii) of this title, the Resolu-
tion Trust Corporation shall be appointed
if the Resolution Trust Corporation had
been placed in control of the depository in-
stitution at any time before such date; and

(iii) on or after the date determined by
the Chairperson of the Thrift Depositor
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Protection Oversight Board under section
1441a(b)(3)(A)(ii) of this title, the Corpora-
tion shall be appointed unless the Resolu-
tion Trust Corporation is required to be
appointed under clause (ii).

(7) Judicial review
If the Corporation appoints itself as con-

servator or receiver under paragraph (4), the
insured State depository institution may,
within 30 days thereafter, bring an action in
the United States district court for the judi-
cial district in which the home office of such
institution is located, or in the United States
District Court for the District of Columbia, for
an order requiring the Corporation to remove
itself as such conservator or receiver, and the
court shall, upon the merits, dismiss such ac-
tion or direct the Corporation to remove itself
as such conservator or receiver.

(8) Replacement of conservator of State deposi-
tory institution

(A) In general
In the case of any insured State depository

institution for which the Corporation ap-
pointed itself as conservator pursuant to
paragraph (4), the Corporation may, without
any requirement of notice, hearing, or other
action, replace itself as conservator with it-
self as receiver of such institution.

(B) Replacement treated as removal of in-
cumbent

The replacement of a conservator with a
receiver under subparagraph (A) shall be
treated as the removal of the Corporation as
conservator.

(C) Right of review of original appointment
not affected

The replacement of a conservator with a
receiver under subparagraph (A) shall not af-
fect any right of the insured State deposi-
tory institution to obtain review, pursuant
to paragraph (7), of the original appointment
of the conservator.

(9) Appropriate Federal banking agency may
appoint Corporation as conservator or re-
ceiver for insured State depository institu-
tion to carry out section 1831o

(A) In general
The appropriate Federal banking agency

may appoint the Corporation as sole receiver
(or, subject to paragraph (11), sole conserva-
tor) of any insured State depository institu-
tion, after consultation with the appropriate
State supervisor, if the appropriate Federal
banking agency determines that—

(i) 1 or more of the grounds specified in
subparagraphs (K) and (L) of paragraph (5)
exist with respect to that institution; and

(ii) the appointment is necessary to
carry out the purpose of section 1831o of
this title.

(B) Nondelegation
The appropriate Federal banking agency

shall not delegate any action under subpara-
graph (A).

(10) Corporation may appoint itself as con-
servator or receiver for insured depository
institution to prevent loss to deposit insur-
ance fund

The Board of Directors may appoint the Cor-
poration as sole conservator or receiver of an
insured depository institution, after consulta-
tion with the appropriate Federal banking
agency and the appropriate State supervisor
(if any), if the Board of Directors determines
that—

(A) 1 or more of the grounds specified in
any subparagraph of paragraph (5) exist with
respect to the institution; and

(B) the appointment is necessary to re-
duce—

(i) the risk that the deposit insurance
fund would incur a loss with respect to the
insured depository institution, or

(ii) any loss that the deposit insurance
fund is expected to incur with respect to
that institution.

(11) Appropriate Federal banking agency shall
not appoint conservator under certain pro-
visions without giving Corporation oppor-
tunity to appoint receiver

The appropriate Federal banking agency
shall not appoint a conservator for an insured
depository institution under subparagraph (K)
or (L) of paragraph (5) without the Corpora-
tion’s consent unless the agency has given the
Corporation 48 hours notice of the agency’s in-
tention to appoint the conservator and the
grounds for the appointment.

(12) Directors not liable for acquiescing in ap-
pointment of conservator or receiver

The members of the board of directors of an
insured depository institution shall not be lia-
ble to the institution’s shareholders or credi-
tors for acquiescing in or consenting in good
faith to—

(A) the appointment of the Corporation or
the Resolution Trust Corporation as con-
servator or receiver for that institution; or

(B) an acquisition or combination under
section 1831o(f)(2)(A)(iii) of this title.

(13) Additional powers
In any case in which the Corporation is ap-

pointed conservator or receiver under para-
graph (4), (6), (9), or (10) for any insured State
depository institution—

(A) this section shall apply to the Corpora-
tion as conservator or receiver in the same
manner and to the same extent as if that in-
stitution were a Federal depository institu-
tion for which the Corporation had been ap-
pointed conservator or receiver; and

(B) the Corporation as receiver of the in-
stitution may—

(i) liquidate the institution in an orderly
manner; and

(ii) make any other disposition of any
matter concerning the institution, as the
Corporation determines is in the best in-
terests of the institution, the depositors of
the institution, and the Corporation.
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3 See References in Text note below.

(d) Powers and duties of Corporation as con-
servator or receiver

(1) Rulemaking authority of Corporation
The Corporation may prescribe such regula-

tions as the Corporation determines to be ap-
propriate regarding the conduct of
conservatorships or receiverships.
(2) General powers

(A) Successor to institution
The Corporation shall, as conservator or

receiver, and by operation of law, succeed
to—

(i) all rights, titles, powers, and privi-
leges of the insured depository institution,
and of any stockholder, member, account-
holder, depositor, officer, or director of
such institution with respect to the insti-
tution and the assets of the institution;
and

(ii) title to the books, records, and assets
of any previous conservator or other legal
custodian of such institution.

(B) Operate the institution
The Corporation may (subject to the provi-

sions of section 1831q of this title), as con-
servator or receiver—

(i) take over the assets of and operate
the insured depository institution with all
the powers of the members or sharehold-
ers, the directors, and the officers of the
institution and conduct all business of the
institution;

(ii) collect all obligations and money due
the institution;

(iii) perform all functions of the institu-
tion in the name of the institution which
are consistent with the appointment as
conservator or receiver; and

(iv) preserve and conserve the assets and
property of such institution.

(C) Functions of institution�s officers, direc-
tors, and shareholders

The Corporation may, by regulation or
order, provide for the exercise of any func-
tion by any member or stockholder, direc-
tor, or officer of any insured depository in-
stitution for which the Corporation has been
appointed conservator or receiver.
(D) Powers as conservator

The Corporation may, as conservator, take
such action as may be—

(i) necessary to put the insured deposi-
tory institution in a sound and solvent
condition; and

(ii) appropriate to carry on the business
of the institution and preserve and con-
serve the assets and property of the insti-
tution.

(E) Additional powers as receiver
The Corporation may (subject to the provi-

sions of section 1831q of this title), as re-
ceiver, place the insured depository institu-
tion in liquidation and proceed to realize
upon the assets of the institution, having
due regard to the conditions of credit in the
locality.
(F) Organization of new institutions

The Corporation may, as receiver—

(i) with respect to savings associations
and by application to the Director of the
Office of Thrift Supervision, organize a
new Federal savings association to take
over such assets or such liabilities as the
Corporation may determine to be appro-
priate; and

(ii) with respect to any insured bank, or-
ganize a new national bank under sub-
section (m) of this section or a bridge bank
under subsection (n) of this section.

(G) Merger; transfer of assets and liabilities
(i) In general

The Corporation may, as conservator or
receiver—

(I) merge the insured depository insti-
tution with another insured depository
institution; or

(II) subject to clause (ii), transfer any
asset or liability of the institution in de-
fault (including assets and liabilities as-
sociated with any trust business) with-
out any approval, assignment, or consent
with respect to such transfer.

(ii) Approval by appropriate Federal bank-
ing agency

No transfer described in clause (i)(II)
may be made to another depository insti-
tution (other than a new bank or a bridge
bank established pursuant to subsection
(m) or (n) of this section) without the ap-
proval of the appropriate Federal banking
agency for such institution.

(H) Payment of valid obligations
The Corporation, as conservator or re-

ceiver, shall pay all valid obligations of the
insured depository institution in accordance
with the prescriptions and limitations of
this chapter.
(I) Subpoena authority

(i) In general
The Corporation may, as conservator, re-

ceiver, or exclusive manager and for pur-
poses of carrying out any power, author-
ity, or duty with respect to an insured de-
pository institution (including determin-
ing any claim against the institution and
determining and realizing upon any asset
of any person in the course of collecting
money due the institution), exercise any
power established under section 1818(n) of
this title, and the provisions of such sec-
tion shall apply with respect to the exer-
cise of any such power under this subpara-
graph in the same manner as such provi-
sions apply under such section.
(ii) Authority of Board of Directors

A subpoena or subpoena duces tecum
may be issued under clause (i) only by, or
with the written approval of, the Board of
Directors or their designees (or, in the case
of a subpoena or subpoena duces tecum is-
sued by the Resolution Trust Corporation
under this subparagraph and section
1441a(b)(4) 3 of this title, only by, or with
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the written approval of, the Board of Di-
rectors of such Corporation or their des-
ignees).

(iii) Rule of construction
This subsection shall not be construed as

limiting any rights that the Corporation,
in any capacity, might otherwise have
under section 1820(c) of this title.

(J) Incidental powers
The Corporation may, as conservator or

receiver—
(i) exercise all powers and authorities

specifically granted to conservators or re-
ceivers, respectively, under this chapter
and such incidental powers as shall be nec-
essary to carry out such powers; and

(ii) take any action authorized by this
chapter,

which the Corporation determines is in the
best interests of the depository institution,
its depositors, or the Corporation.

(K) Utilization of private sector
In carrying out its responsibilities in the

management and disposition of assets from
insured depository institutions, as conserva-
tor, receiver, or in its corporate capacity,
the Corporation shall utilize the services of
private persons, including real estate and
loan portfolio asset management, property
management, auction marketing, legal, and
brokerage services, only if such services are
available in the private sector and the Cor-
poration determines utilization of such serv-
ices is the most practicable, efficient, and
cost effective.

(3) Authority of receiver to determine claims

(A) In general
The Corporation may, as receiver, deter-

mine claims in accordance with the require-
ments of this subsection and regulations
prescribed under paragraph (4).

(B) Notice requirements
The receiver, in any case involving the liq-

uidation or winding up of the affairs of a
closed depository institution, shall—

(i) promptly publish a notice to the de-
pository institution’s creditors to present
their claims, together with proof, to the
receiver by a date specified in the notice
which shall be not less than 90 days after
the publication of such notice; and

(ii) republish such notice approximately
1 month and 2 months, respectively, after
the publication under clause (i).

(C) Mailing required
The receiver shall mail a notice similar to

the notice published under subparagraph
(B)(i) at the time of such publication to any
creditor shown on the institution’s books—

(i) at the creditor’s last address appear-
ing in such books; or

(ii) upon discovery of the name and ad-
dress of a claimant not appearing on the
institution’s books within 30 days after the
discovery of such name and address.

(4) Rulemaking authority relating to deter-
mination of claims

(A) In general
The Corporation may prescribe regulations

regarding the allowance or disallowance of
claims by the receiver and providing for ad-
ministrative determination of claims and re-
view of such determination.
(B) Final settlement payment procedure

(i) In general
In the handling of receiverships of in-

sured depository institutions, to maintain
essential liquidity and to prevent financial
disruption, the Corporation may, after the
declaration of an institution’s insolvency,
settle all uninsured and unsecured claims
on the receivership with a final settlement
payment which shall constitute full pay-
ment and disposition of the Corporation’s
obligations to such claimants.
(ii) Final settlement payment

For purposes of clause (i), a final settle-
ment payment shall be payment of an
amount equal to the product of the final
settlement payment rate and the amount
of the uninsured and unsecured claim on
the receivership; and
(iii) Final settlement payment rate

For purposes of clause (ii), the final set-
tlement payment rate shall be a percent-
age rate reflecting an average of the Cor-
poration’s receivership recovery experi-
ence, determined by the Corporation in
such a way that over such time period as
the Corporation may deem appropriate,
the Corporation in total will receive no
more or less than it would have received in
total as a general creditor standing in the
place of insured depositors in each specific
receivership.
(iv) Corporation authority

The Corporation may undertake such su-
pervisory actions and promulgate such
regulations as may be necessary to assure
that the requirements of this section can
be implemented with respect to each in-
sured depository institution in the event
of its insolvency.

(5) Procedures for determination of claims
(A) Determination period

(i) In general
Before the end of the 180-day period be-

ginning on the date any claim against a
depository institution is filed with the
Corporation as receiver, the Corporation
shall determine whether to allow or dis-
allow the claim and shall notify the claim-
ant of any determination with respect to
such claim.
(ii) Extension of time

The period described in clause (i) may be
extended by a written agreement between
the claimant and the Corporation.
(iii) Mailing of notice sufficient

The requirements of clause (i) shall be
deemed to be satisfied if the notice of any
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determination with respect to any claim is
mailed to the last address of the claimant
which appears—

(I) on the depository institution’s
books;

(II) in the claim filed by the claimant;
or

(III) in documents submitted in proof
of the claim.

(iv) Contents of notice of disallowance
If any claim filed under clause (i) is dis-

allowed, the notice to the claimant shall
contain—

(I) a statement of each reason for the
disallowance; and

(II) the procedures available for ob-
taining agency review of the determina-
tion to disallow the claim or judicial de-
termination of the claim.

(B) Allowance of proven claims
The receiver shall allow any claim re-

ceived on or before the date specified in the
notice published under paragraph (3)(B)(i) by
the receiver from any claimant which is
proved to the satisfaction of the receiver.

(C) Disallowance of claims filed after end of
filing period

(i) In general
Except as provided in clause (ii), claims

filed after the date specified in the notice
published under paragraph (3)(B)(i) shall be
disallowed and such disallowance shall be
final.

(ii) Certain exceptions
Clause (i) shall not apply with respect to

any claim filed by any claimant after the
date specified in the notice published
under paragraph (3)(B)(i) and such claim
may be considered by the receiver if—

(I) the claimant did not receive notice
of the appointment of the receiver in
time to file such claim before such date;
and

(II) such claim is filed in time to per-
mit payment of such claim.

(D) Authority to disallow claims
(i) In general

The receiver may disallow any portion of
any claim by a creditor or claim of secu-
rity, preference, or priority which is not
proved to the satisfaction of the receiver.

(ii) Payments to less than fully secured
creditors

In the case of a claim of a creditor
against an insured depository institution
which is secured by any property or other
asset of such institution, any receiver ap-
pointed for any insured depository institu-
tion—

(I) may treat the portion of such claim
which exceeds an amount equal to the
fair market value of such property or
other asset as an unsecured claim
against the institution; and

(II) may not make any payment with
respect to such unsecured portion of the

claim other than in connection with the
disposition of all claims of unsecured
creditors of the institution.

(iii) Exceptions
No provision of this paragraph shall

apply with respect to—
(I) any extension of credit from any

Federal home loan bank or Federal Re-
serve bank to any insured depository in-
stitution; or

(II) any security interest in the assets
of the institution securing any such ex-
tension of credit.

(E) No judicial review of determination pur-
suant to subparagraph (D)

No court may review the Corporation’s de-
termination pursuant to subparagraph (D) to
disallow a claim.

(F) Legal effect of filing
(i) Statute of limitation tolled

For purposes of any applicable statute of
limitations, the filing of a claim with the
receiver shall constitute a commencement
of an action.

(ii) No prejudice to other actions
Subject to paragraph (12), the filing of a

claim with the receiver shall not prejudice
any right of the claimant to continue any
action which was filed before the appoint-
ment of the receiver.

(6) Provision for agency review or judicial de-
termination of claims

(A) In general
Before the end of the 60-day period begin-

ning on the earlier of—
(i) the end of the period described in

paragraph (5)(A)(i) with respect to any
claim against a depository institution for
which the Corporation is receiver; or

(ii) the date of any notice of disallow-
ance of such claim pursuant to paragraph
(5)(A)(i),

the claimant may request administrative re-
view of the claim in accordance with sub-
paragraph (A) or (B) of paragraph (7) or file
suit on such claim (or continue an action
commenced before the appointment of the
receiver) in the district or territorial court
of the United States for the district within
which the depository institution’s principal
place of business is located or the United
States District Court for the District of Co-
lumbia (and such court shall have jurisdic-
tion to hear such claim).

(B) Statute of limitations
If any claimant fails to—

(i) request administrative review of any
claim in accordance with subparagraph (A)
or (B) of paragraph (7); or

(ii) file suit on such claim (or continue
an action commenced before the appoint-
ment of the receiver),

before the end of the 60-day period described
in subparagraph (A), the claim shall be
deemed to be disallowed (other than any por-
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4 See References in Text note below.

tion of such claim which was allowed by the
receiver) as of the end of such period, such
disallowance shall be final, and the claimant
shall have no further rights or remedies with
respect to such claim.

(7) Review of claims
(A) Administrative hearing

If any claimant requests review under this
subparagraph in lieu of filing or continuing
any action under paragraph (6) and the Cor-
poration agrees to such request, the Cor-
poration shall consider the claim after op-
portunity for a hearing on the record. The
final determination of the Corporation with
respect to such claim shall be subject to ju-
dicial review under chapter 7 of title 5.
(B) Other review procedures

(i) In general
The Corporation shall also establish such

alternative dispute resolution processes as
may be appropriate for the resolution of
claims filed under paragraph (5)(A)(i).
(ii) Criteria

In establishing alternative dispute reso-
lution processes, the Corporation shall
strive for procedures which are expedi-
tious, fair, independent, and low cost.
(iii) Voluntary binding or nonbinding pro-

cedures
The Corporation may establish both

binding and nonbinding processes, which
may be conducted by any government or
private party, but all parties, including
the claimant and the Corporation, must
agree to the use of the process in a par-
ticular case.
(iv) Consideration of incentives

The Corporation shall seek to develop in-
centives for claimants to participate in
the alternative dispute resolution process.

(8) Expedited determination of claims
(A) Establishment required

The Corporation shall establish a proce-
dure for expedited relief outside of the rou-
tine claims process established under para-
graph (5) for claimants who—

(i) allege the existence of legally valid
and enforceable or perfected security in-
terests in assets of any depository institu-
tion for which the Corporation has been
appointed receiver; and

(ii) allege that irreparable injury will
occur if the routine claims procedure is
followed.

(B) Determination period
Before the end of the 90-day period begin-

ning on the date any claim is filed in accord-
ance with the procedures established pursu-
ant to subparagraph (A), the Corporation
shall—

(i) determine—
(I) whether to allow or disallow such

claim; or
(II) whether such claim should be de-

termined pursuant to the procedures es-
tablished pursuant to paragraph (5); and

(ii) notify the claimant of the determina-
tion, and if the claim is disallowed, pro-
vide a statement of each reason for the
disallowance and the procedure for obtain-
ing agency review or judicial determina-
tion.

(C) Period for filing or renewing suit
Any claimant who files a request for expe-

dited relief shall be permitted to file a suit,
or to continue a suit filed before the ap-
pointment of the receiver, seeking a deter-
mination of the claimant’s rights with re-
spect to such security interest after the ear-
lier of—

(i) the end of the 90-day period beginning
on the date of the filing of a request for ex-
pedited relief; or

(ii) the date the Corporation denies the
claim.

(D) Statute of limitations
If an action described in subparagraph (C)

is not filed, or the motion to renew a pre-
viously filed suit is not made, before the end
of the 30-day period beginning on the date on
which such action or motion may be filed in
accordance with subparagraph (B), the claim
shall be deemed to be disallowed as of the
end of such period (other than any portion of
such claim which was allowed by the re-
ceiver), such disallowance shall be final, and
the claimant shall have no further rights or
remedies with respect to such claim.

(E) Legal effect of filing

(i) Statute of limitation tolled
For purposes of any applicable statute of

limitations, the filing of a claim with the
receiver shall constitute a commencement
of an action.

(ii) No prejudice to other actions
Subject to paragraph (12), the filing of a

claim with the receiver shall not prejudice
any right of the claimant to continue any
action which was filed before the appoint-
ment of the receiver.

(9) Agreement as basis of claim

(A) Requirements
Except as provided in subparagraph (B),

any agreement which does not meet the re-
quirements set forth in section 1823(e) of this
title shall not form the basis of, or substan-
tially comprise, a claim against the receiver
or the Corporation.

(B) Exception to contemporaneous execution
requirement

Notwithstanding section 1823(e)(2) 4 of this
title, any agreement relating to an exten-
sion of credit between a Federal home loan
bank or Federal Reserve bank and any in-
sured depository institution which was exe-
cuted before the extension of credit by such
bank to such institution shall be treated as
having been executed contemporaneously
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with such extension of credit for purposes of
subparagraph (A).

(10) Payment of claims
(A) In general

The receiver may, in the receiver’s discre-
tion and to the extent funds are available,
pay creditor claims which are allowed by the
receiver, approved by the Corporation pursu-
ant to a final determination pursuant to
paragraph (7) or (8), or determined by the
final judgment of any court of competent ju-
risdiction in such manner and amounts as
are authorized under this chapter.
(B) Payment of dividends on claims

The receiver may, in the receiver’s sole
discretion, pay dividends on proved claims
at any time, and no liability shall attach to
the Corporation (in such Corporation’s cor-
porate capacity or as receiver), by reason of
any such payment, for failure to pay divi-
dends to a claimant whose claim is not
proved at the time of any such payment.
(C) Rulemaking authority of Corporation

The Corporation may prescribe such rules,
including definitions of terms, as it deems
appropriate to establish a single uniform in-
terest rate for or to make payments of post
insolvency interest to creditors holding
proven claims against the receivership es-
tates of insured Federal or State depository
institutions following satisfaction by the re-
ceiver of the principal amount of all creditor
claims.

(11) Depositor preference
(A) In general

Subject to section 1815(e)(2)(C) of this title,
amounts realized from the liquidation or
other resolution of any insured depository
institution by any receiver appointed for
such institution shall be distributed to pay
claims (other than secured claims to the ex-
tent of any such security) in the following
order of priority:

(i) Administrative expenses of the re-
ceiver.

(ii) Any deposit liability of the institu-
tion.

(iii) Any other general or senior liability
of the institution (which is not a liability
described in clause (iv) or (v)).

(iv) Any obligation subordinated to de-
positors or general creditors (which is not
an obligation described in clause (v)).

(v) Any obligation to shareholders or
members arising as a result of their status
as shareholders or members (including any
depository institution holding company or
any shareholder or creditor of such com-
pany).

(B) Effect on State law
(i) In general

The provisions of subparagraph (A) shall
not supersede the law of any State except
to the extent such law is inconsistent with
the provisions of such subparagraph, and
then only to the extent of the inconsist-
ency.

(ii) Procedure for determination of incon-
sistency

Upon the Corporation’s own motion or
upon the request of any person with a
claim described in subparagraph (A) or any
State which is submitted to the Corpora-
tion in accordance with procedures which
the Corporation shall prescribe, the Cor-
poration shall determine whether any pro-
vision of the law of any State is inconsist-
ent with any provision of subparagraph (A)
and the extent of any such inconsistency.

(iii) Judicial review
The final determination of the Corpora-

tion under clause (ii) shall be subject to ju-
dicial review under chapter 7 of title 5.

(C) Accounting report
Any distribution by the Corporation in

connection with any claim described in sub-
paragraph (A)(v) shall be accompanied by
the accounting report required under para-
graph (15)(B).

(12) Suspension of legal actions
(A) In general

After the appointment of a conservator or
receiver for an insured depository institu-
tion, the conservator or receiver may re-
quest a stay for a period not to exceed—

(i) 45 days, in the case of any conserva-
tor; and

(ii) 90 days, in the case of any receiver,

in any judicial action or proceeding to which
such institution is or becomes a party.

(B) Grant of stay by all courts required
Upon receipt of a request by any conserva-

tor or receiver pursuant to subparagraph (A)
for a stay of any judicial action or proceed-
ing in any court with jurisdiction of such ac-
tion or proceeding, the court shall grant
such stay as to all parties.

(13) Additional rights and duties
(A) Prior final adjudication

The Corporation shall abide by any final
unappealable judgment of any court of com-
petent jurisdiction which was rendered be-
fore the appointment of the Corporation as
conservator or receiver.

(B) Rights and remedies of conservator or re-
ceiver

In the event of any appealable judgment,
the Corporation as conservator or receiver
shall—

(i) have all the rights and remedies
available to the insured depository institu-
tion (before the appointment of such con-
servator or receiver) and the Corporation
in its corporate capacity, including re-
moval to Federal court and all appellate
rights; and

(ii) not be required to post any bond in
order to pursue such remedies.

(C) No attachment or execution
No attachment or execution may issue by

any court upon assets in the possession of
the receiver.
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(D) Limitation on judicial review
Except as otherwise provided in this sub-

section, no court shall have jurisdiction
over—

(i) any claim or action for payment
from, or any action seeking a determina-
tion of rights with respect to, the assets of
any depository institution for which the
Corporation has been appointed receiver,
including assets which the Corporation
may acquire from itself as such receiver;
or

(ii) any claim relating to any act or
omission of such institution or the Cor-
poration as receiver.

(E) Disposition of assets
In exercising any right, power, privilege,

or authority as conservator or receiver in
connection with any sale or disposition of
assets of any insured depository institution
for which the Corporation has been ap-
pointed conservator or receiver, including
any sale or disposition of assets acquired by
the Corporation under section 1823(d)(1) of
this title, the Corporation shall conduct its
operations in a manner which—

(i) maximizes the net present value re-
turn from the sale or disposition of such
assets;

(ii) minimizes the amount of any loss re-
alized in the resolution of cases;

(iii) ensures adequate competition and
fair and consistent treatment of offerors;

(iv) prohibits discrimination on the basis
of race, sex, or ethnic groups in the solici-
tation and consideration of offers; and

(v) maximizes the preservation of the
availability and affordability of residential
real property for low- and moderate-in-
come individuals.

(14) Statute of limitations for actions brought
by conservator or receiver

(A) In general
Notwithstanding any provision of any con-

tract, the applicable statute of limitations
with regard to any action brought by the
Corporation as conservator or receiver shall
be—

(i) in the case of any contract claim, the
longer of—

(I) the 6-year period beginning on the
date the claim accrues; or

(II) the period applicable under State
law; and

(ii) in the case of any tort claim (other
than a claim which is subject to section
1441a(b)(14) of this title), the longer of—

(I) the 3-year period beginning on the
date the claim accrues; or

(II) the period applicable under State
law.

(B) Determination of the date on which a
claim accrues

For purposes of subparagraph (A), the date
on which the statute of limitations begins to
run on any claim described in such subpara-
graph shall be the later of—

(i) the date of the appointment of the
Corporation as conservator or receiver; or

(ii) the date on which the cause of action
accrues.

(C) Revival of expired State causes of action
(i) In general

In the case of any tort claim described in
clause (ii) for which the statute of limita-
tion applicable under State law with re-
spect to such claim has expired not more
than 5 years before the appointment of the
Corporation as conservator or receiver, the
Corporation may bring an action as con-
servator or receiver on such claim without
regard to the expiration of the statute of
limitation applicable under State law.

(ii) Claims described
A tort claim referred to in clause (i) is a

claim arising from fraud, intentional mis-
conduct resulting in unjust enrichment, or
intentional misconduct resulting in sub-
stantial loss to the institution.

(15) Accounting and recordkeeping require-
ments

(A) In general
The Corporation as conservator or receiver

shall, consistent with the accounting and re-
porting practices and procedures established
by the Corporation, maintain a full account-
ing of each conservatorship and receivership
or other disposition of institutions in de-
fault.

(B) Annual accounting or report
With respect to each conservatorship or

receivership to which the Corporation was
appointed, the Corporation shall make an
annual accounting or report, as appropriate,
available to the Secretary of the Treasury,
the Comptroller General of the United
States, and the authority which appointed
the Corporation as conservator or receiver.

(C) Availability of reports
Any report prepared pursuant to subpara-

graph (B) shall be made available by the Cor-
poration upon request to any shareholder of
the depository institution for which the Cor-
poration was appointed conservator or re-
ceiver or any other member of the public.

(D) Recordkeeping requirement
After the end of the 6-year period begin-

ning on the date the Corporation is ap-
pointed as receiver of an insured depository
institution, the Corporation may destroy
any records of such institution which the
Corporation, in the Corporation’s discretion,
determines to be unnecessary unless di-
rected not to do so by a court of competent
jurisdiction or governmental agency, or pro-
hibited by law.

(16) Contracts with State housing finance au-
thorities

(A) In general
The Corporation may enter into contracts

with any State housing finance authority for
the sale of mortgage-related assets (as such
terms are defined in section 1441a–1 of this
title) of any depository institution in de-
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fault (including assets and liabilities associ-
ated with any trust business), such contracts
to be effective in accordance with their
terms without any further approval, assign-
ment, or consent with respect thereto.

(B) Factors to consider
In evaluating the disposition of mortgage

related assets to any State housing finance
authority the Corporation shall consider—

(i) the State housing finance authority’s
ability to acquire and service current, de-
linquent, and defaulted mortgage related
assets;

(ii) the State housing finance authority’s
ability to further national housing poli-
cies;

(iii) the State housing finance
authority’s sensitivity to the impact of
the sale of mortgage related assets upon
the State and local communities;

(iv) the costs to the Federal Government
associated with alternative ownership or
disposition of the mortgage related assets;

(v) the minimization of future guaran-
ties which may be required of the Federal
Government;

(vi) the maximization of mortgage relat-
ed asset values; and

(vii) the utilization of institutions cur-
rently established in mortgage related
asset market activities.

(17) Fraudulent transfers

(A) In general
The Corporation, as conservator or re-

ceiver for any insured depository institu-
tion, and any conservator appointed by the
Comptroller of the Currency or the Director
of the Office of Thrift Supervision may avoid
a transfer of any interest of an institution-
affiliated party, or any person who the Cor-
poration or conservator determines is a
debtor of the institution, in property, or any
obligation incurred by such party or person,
that was made within 5 years of the date on
which the Corporation or conservator was
appointed conservator or receiver if such
party or person voluntarily or involuntarily
made such transfer or incurred such liability
with the intent to hinder, delay, or defraud
the insured depository institution, the Cor-
poration or other conservator, or any other
appropriate Federal banking agency.

(B) Right of recovery
To the extent a transfer is avoided under

subparagraph (A), the Corporation or any
conservator described in such subparagraph
may recover, for the benefit of the insured
depository institution, the property trans-
ferred, or, if a court so orders, the value of
such property (at the time of such transfer)
from—

(i) the initial transferee of such transfer
or the institution-affiliated party or per-
son for whose benefit such transfer was
made; or

(ii) any immediate or mediate transferee
of any such initial transferee.

(C) Rights of transferee or obligee
The Corporation or any conservator de-

scribed in subparagraph (A) may not recover
under subparagraph (B) from—

(i) any transferee that takes for value,
including satisfaction or securing of a
present or antecedent debt, in good faith;
or

(ii) any immediate or mediate good faith
transferee of such transferee.

(D) Rights under this paragraph
The rights under this paragraph of the

Corporation and any conservator described
in subparagraph (A) shall be superior to any
rights of a trustee or any other party (other
than any party which is a Federal agency)
under title 11.

(18) Attachment of assets and other injunctive
relief

Subject to paragraph (19), any court of com-
petent jurisdiction may, at the request of—

(A) the Corporation (in the Corporation’s
capacity as conservator or receiver for any
insured depository institution or in the Cor-
poration’s corporate capacity with respect
to any asset acquired or liability assumed by
the Corporation under this section or section
1822 or 1823 of this title); or

(B) any conservator appointed by the
Comptroller of the Currency or the Director
of the Office of Thrift Supervision,

issue an order in accordance with Rule 65 of
the Federal Rules of Civil Procedure, includ-
ing an order placing the assets of any person
designated by the Corporation or such con-
servator under the control of the court and ap-
pointing a trustee to hold such assets.
(19) Standards

(A) Showing
Rule 65 of the Federal Rules of Civil Proce-

dure shall apply with respect to any proceed-
ing under paragraph (18) without regard to
the requirement of such rule that the appli-
cant show that the injury, loss, or damage is
irreparable and immediate.
(B) State proceeding

If, in the case of any proceeding in a State
court, the court determines that rules of
civil procedure available under the laws of
such State provide substantially similar pro-
tections to such party’s right to due process
as Rule 65 (as modified with respect to such
proceeding by subparagraph (A)), the relief
sought by the Corporation or a conservator
pursuant to paragraph (18) may be requested
under the laws of such State.

(20) Treatment of claims arising from breach of
contracts executed by the receiver or con-
servator

Notwithstanding any other provision of this
subsection, any final and unappealable judg-
ment for monetary damages entered against a
receiver or conservator for an insured deposi-
tory institution for the breach of an agree-
ment executed or approved by such receiver or
conservator after the date of its appointment
shall be paid as an administrative expense of
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the receiver or conservator. Nothing in this
paragraph shall be construed to limit the
power of a receiver or conservator to exercise
any rights under contract or law, including to
terminate, breach, cancel, or otherwise dis-
continue such agreement.

(e) Provisions relating to contracts entered into
before appointment of conservator or re-
ceiver

(1) Authority to repudiate contracts
In addition to any other rights a conservator

or receiver may have, the conservator or re-
ceiver for any insured depository institution
may disaffirm or repudiate any contract or
lease—

(A) to which such institution is a party;
(B) the performance of which the conserva-

tor or receiver, in the conservator’s or re-
ceiver’s discretion, determines to be burden-
some; and

(C) the disaffirmance or repudiation of
which the conservator or receiver deter-
mines, in the conservator’s or receiver’s dis-
cretion, will promote the orderly adminis-
tration of the institution’s affairs.

(2) Timing of repudiation
The conservator or receiver appointed for

any insured depository institution in accord-
ance with subsection (c) of this section shall
determine whether or not to exercise the
rights of repudiation under this subsection
within a reasonable period following such ap-
pointment.

(3) Claims for damages for repudiation
(A) In general

Except as otherwise provided in subpara-
graph (C) and paragraphs (4), (5), and (6), the
liability of the conservator or receiver for
the disaffirmance or repudiation of any con-
tract pursuant to paragraph (1) shall be—

(i) limited to actual direct compensatory
damages; and

(ii) determined as of—
(I) the date of the appointment of the

conservator or receiver; or
(II) in the case of any contract or

agreement referred to in paragraph (8),
the date of the disaffirmance or repudi-
ation of such contract or agreement.

(B) No liability for other damages
For purposes of subparagraph (A), the term

‘‘actual direct compensatory damages’’ does
not include—

(i) punitive or exemplary damages;
(ii) damages for lost profits or oppor-

tunity; or
(iii) damages for pain and suffering.

(C) Measure of damages for repudiation of fi-
nancial contracts

In the case of any qualified financial con-
tract or agreement to which paragraph (8)
applies, compensatory damages shall be—

(i) deemed to include normal and reason-
able costs of cover or other reasonable
measures of damages utilized in the indus-
tries for such contract and agreement
claims; and

(ii) paid in accordance with this sub-
section and subsection (i) of this section
except as otherwise specifically provided
in this section.

(4) Leases under which the institution is the
lessee

(A) In general
If the conservator or receiver disaffirms or

repudiates a lease under which the insured
depository institution was the lessee, the
conservator or receiver shall not be liable
for any damages (other than damages deter-
mined pursuant to subparagraph (B)) for the
disaffirmance or repudiation of such lease.

(B) Payments of rent
Notwithstanding subparagraph (A), the

lessor under a lease to which such subpara-
graph applies shall—

(i) be entitled to the contractual rent ac-
cruing before the later of the date—

(I) the notice of disaffirmance or repu-
diation is mailed; or

(II) the disaffirmance or repudiation
becomes effective,

unless the lessor is in default or breach of
the terms of the lease;

(ii) have no claim for damages under any
acceleration clause or other penalty provi-
sion in the lease; and

(iii) have a claim for any unpaid rent,
subject to all appropriate offsets and de-
fenses, due as of the date of the appoint-
ment which shall be paid in accordance
with this subsection and subsection (i) of
this section.

(5) Leases under which the institution is the
lessor

(A) In general
If the conservator or receiver repudiates

an unexpired written lease of real property
of the insured depository institution under
which the institution is the lessor and the
lessee is not, as of the date of such repudi-
ation, in default, the lessee under such lease
may either—

(i) treat the lease as terminated by such
repudiation; or

(ii) remain in possession of the leasehold
interest for the balance of the term of the
lease unless the lessee defaults under the
terms of the lease after the date of such re-
pudiation.

(B) Provisions applicable to lessee remaining
in possession

If any lessee under a lease described in
subparagraph (A) remains in possession of a
leasehold interest pursuant to clause (ii) of
such subparagraph—

(i) the lessee—
(I) shall continue to pay the contrac-

tual rent pursuant to the terms of the
lease after the date of the repudiation of
such lease;

(II) may offset against any rent pay-
ment which accrues after the date of the
repudiation of the lease, any damages
which accrue after such date due to the
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nonperformance of any obligation of the
insured depository institution under the
lease after such date; and

(ii) the conservator or receiver shall not
be liable to the lessee for any damages
arising after such date as a result of the
repudiation other than the amount of any
offset allowed under clause (i)(II).

(6) Contracts for the sale of real property
(A) In general

If the conservator or receiver repudiates
any contract (which meets the requirements
of each paragraph of section 1823(e) of this
title) for the sale of real property and the
purchaser of such real property under such
contract is in possession and is not, as of the
date of such repudiation, in default, such
purchaser may either—

(i) treat the contract as terminated by
such repudiation; or

(ii) remain in possession of such real
property.

(B) Provisions applicable to purchaser re-
maining in possession

If any purchaser of real property under
any contract described in subparagraph (A)
remains in possession of such property pur-
suant to clause (ii) of such subparagraph—

(i) the purchaser—
(I) shall continue to make all pay-

ments due under the contract after the
date of the repudiation of the contract;
and

(II) may offset against any such pay-
ments any damages which accrue after
such date due to the nonperformance
(after such date) of any obligation of the
depository institution under the con-
tract; and

(ii) the conservator or receiver shall—
(I) not be liable to the purchaser for

any damages arising after such date as a
result of the repudiation other than the
amount of any offset allowed under
clause (i)(II);

(II) deliver title to the purchaser in ac-
cordance with the provisions of the con-
tract; and

(III) have no obligation under the con-
tract other than the performance re-
quired under subclause (II).

(C) Assignment and sale allowed
(i) In general

No provision of this paragraph shall be
construed as limiting the right of the con-
servator or receiver to assign the contract
described in subparagraph (A) and sell the
property subject to the contract and the
provisions of this paragraph.
(ii) No liability after assignment and sale

If an assignment and sale described in
clause (i) is consummated, the conservator
or receiver shall have no further liability
under the contract described in subpara-
graph (A) or with respect to the real prop-
erty which was the subject of such con-
tract.

(7) Provisions applicable to service contracts
(A) Services performed before appointment

In the case of any contract for services be-
tween any person and any insured depository
institution for which the Corporation has
been appointed conservator or receiver, any
claim of such person for services performed
before the appointment of the conservator or
the receiver shall be—

(i) a claim to be paid in accordance with
subsections (d) and (i) of this section; and

(ii) deemed to have arisen as of the date
the conservator or receiver was appointed.

(B) Services performed after appointment
and prior to repudiation

If, in the case of any contract for services
described in subparagraph (A), the conserva-
tor or receiver accepts performance by the
other person before the conservator or re-
ceiver makes any determination to exercise
the right of repudiation of such contract
under this section—

(i) the other party shall be paid under
the terms of the contract for the services
performed; and

(ii) the amount of such payment shall be
treated as an administrative expense of
the conservatorship or receivership.

(C) Acceptance of performance no bar to sub-
sequent repudiation

The acceptance by any conservator or re-
ceiver of services referred to in subpara-
graph (B) in connection with a contract de-
scribed in such subparagraph shall not affect
the right of the conservator or receiver to
repudiate such contract under this section
at any time after such performance.

(8) Certain qualified financial contracts
(A) Rights of parties to contracts

Subject to paragraph (10) of this sub-
section and notwithstanding any other pro-
vision of this chapter (other than subsection
(d)(9) of this section and section 1823(e) of
this title), any other Federal law, or the law
of any State, no person shall be stayed or
prohibited from exercising—

(i) any right to cause the termination or
liquidation of any qualified financial con-
tract with an insured depository institu-
tion which arises upon the appointment of
the Corporation as receiver for such insti-
tution at any time after such appoint-
ment;

(ii) any right under any security ar-
rangement relating to any contract or
agreement described in clause (i); or

(iii) any right to offset or net out any
termination value, payment amount, or
other transfer obligation arising under or
in connection with 1 or more contracts and
agreements described in clause (i), includ-
ing any master agreement for such con-
tracts or agreements.

(B) Applicability of other provisions
Subsection (d)(12) of this section shall

apply in the case of any judicial action or
proceeding brought against any receiver re-
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ferred to in subparagraph (A), or the insured
depository institution for which such re-
ceiver was appointed, by any party to a con-
tract or agreement described in subpara-
graph (A)(i) with such institution.

(C) Certain transfers not avoidable
(i) In general

Notwithstanding paragraph (11), the Cor-
poration, whether acting as such or as con-
servator or receiver of an insured deposi-
tory institution, may not avoid any trans-
fer of money or other property in connec-
tion with any qualified financial contract
with an insured depository institution.

(ii) Exception for certain transfers
Clause (i) shall not apply to any transfer

of money or other property in connection
with any qualified financial contract with
an insured depository institution if the
Corporation determines that the trans-
feree had actual intent to hinder, delay, or
defraud such institution, the creditors of
such institution, or any conservator or re-
ceiver appointed for such institution.

(D) Certain contracts and agreements de-
fined

For purposes of this subsection—

(i) Qualified financial contract
The term ‘‘qualified financial contract’’

means any securities contract, commodity
contract, forward contract, repurchase
agreement, swap agreement, and any simi-
lar agreement that the Corporation deter-
mines by regulation to be a qualified fi-
nancial contract for purposes of this para-
graph.

(ii) Securities contract
The term ‘‘securities contract’’—

(I) has the meaning given to such term
in section 741 of title 11, except that the
term ‘‘security’’ (as used in such section)
shall be deemed to include any mortgage
loan, any mortgage-related security (as
defined in section 78c(a)(41) of title 15),
and any interest in any mortgage loan or
mortgage-related security; and

(II) does not include any participation
in a commercial mortgage loan unless
the Corporation determines by regula-
tion, resolution, or order to include any
such participation within the meaning of
such term.

(iii) Commodity contract
The term ‘‘commodity contract’’ has the

meaning given to such term in section 761
of title 11.

(iv) Forward contract
The term ‘‘forward contract’’ has the

meaning given to such term in section 101
of title 11.

(v) Repurchase agreement
The term ‘‘repurchase agreement’’—

(I) has the meaning given to such term
in section 101 of title 11, except that the
items (as described in such section)

which may be subject to any such agree-
ment shall be deemed to include mort-
gage-related securities (as such term is
defined in section 78c(a)(41) of title 15),
any mortgage loan, and any interest in
any mortgage loan; and

(II) does not include any participation
in a commercial mortgage loan unless
the Corporation determines by regula-
tion, resolution, or order to include any
such participation within the meaning of
such term.

(vi) Swap agreement
The term ‘‘swap agreement’’—

(I) means any agreement, including the
terms and conditions incorporated by
reference in any such agreement, which
is a rate swap agreement, basis swap,
commodity swap, forward rate agree-
ment, interest rate future, interest rate
option purchased, forward foreign ex-
change agreement, rate cap agreement,
rate floor agreement, rate collar agree-
ment, currency swap agreement, cross-
currency rate swap agreement, currency
future, or currency option purchased or
any other similar agreement, and

(II) includes any combination of such
agreements and any option to enter into
any such agreement.

(vii) Treatment of master agreement as 1
swap agreement

Any master agreement for any agree-
ments described in clause (vi)(I) together
with all supplements to such master agree-
ment shall be treated as 1 swap agreement.
(viii) Transfer

The term ‘‘transfer’’ has the meaning
given to such term in section 101 of title
11.

(E) Certain protections in event of appoint-
ment of conservator

Notwithstanding any other provision of
this chapter (other than paragraph (12) of
this subsection, subsection (d)(9) of this sec-
tion, and section 1823(e) of this title), any
other Federal law, or the law of any State,
no person shall be stayed or prohibited from
exercising—

(i) any right such person has to cause the
termination, liquidation, or acceleration
of any qualified financial contract with a
depository institution in a conservatorship
based upon a default under such financial
contract which is enforceable under appli-
cable noninsolvency law;

(ii) any right under any security ar-
rangement relating to such qualified fi-
nancial contracts; or

(iii) any right to offset or net out any
termination values, payment amounts, or
other transfer obligations arising under or
in connection with such qualified financial
contracts.

(9) Transfer of qualified financial contracts
In making any transfer of assets or liabil-

ities of a depository institution in default
which includes any qualified financial con-
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tract, the conservator or receiver for such de-
pository institution shall either—

(A) transfer to 1 depository institution
(other than a depository institution in de-
fault)—

(i) all qualified financial contracts be-
tween—

(I) any person or any affiliate of such
person; and

(II) the depository institution in de-
fault;

(ii) all claims of such person or any affil-
iate of such person against such depository
institution under any such contract (other
than any claim which, under the terms of
any such contract, is subordinated to the
claims of general unsecured creditors of
such institution);

(iii) all claims of such depository institu-
tion against such person or any affiliate of
such person under any such contract; and

(iv) all property securing any claim de-
scribed in clause (ii) or (iii) under any such
contract; or

(B) transfer none of the financial con-
tracts, claims, or property referred to in
subparagraph (A) (with respect to such per-
son and any affiliate of such person).

(10) Notification of transfer
(A) In general

If—
(i) the conservator or receiver for an in-

sured depository institution in default
makes any transfer of the assets and li-
abilities of such institution; and

(ii) the transfer includes any qualified fi-
nancial contract,

the conservator or receiver shall use such
conservator’s or receiver’s best efforts to no-
tify any person who is a party to any such
contract of such transfer by 12:00, noon
(local time) on the business day following
such transfer.

(B) ��Business day�� defined
For purposes of this paragraph, the term

‘‘business day’’ means any day other than
any Saturday, Sunday, or any day on which
either the New York Stock Exchange or the
Federal Reserve Bank of New York is closed.

(11) Certain security interests not avoidable
No provision of this subsection shall be con-

strued as permitting the avoidance of any le-
gally enforceable or perfected security inter-
est in any of the assets of any depository insti-
tution except where such an interest is taken
in contemplation of the institution’s insol-
vency or with the intent to hinder, delay, or
defraud the institution or the creditors of such
institution.

(12) Authority to enforce contracts
(A) In general

The conservator or receiver may enforce
any contract, other than a director’s or offi-
cer’s liability insurance contract or a depos-
itory institution bond, entered into by the
depository institution notwithstanding any

provision of the contract providing for ter-
mination, default, acceleration, or exercise
of rights upon, or solely by reason of, insol-
vency or the appointment of a conservator
or receiver.
(B) Certain rights not affected

No provision of this paragraph may be con-
strued as impairing or affecting any right of
the conservator or receiver to enforce or re-
cover under a director’s or officer’s liability
insurance contract or depository institution
bond under other applicable law.

(13) Exception for Federal Reserve and Federal
home loan banks

No provision of this subsection shall apply
with respect to—

(A) any extension of credit from any Fed-
eral home loan bank or Federal Reserve
bank to any insured depository institution;
or

(B) any security interest in the assets of
the institution securing any such extension
of credit.

(14) Selling credit card accounts receivable
(A) Notification required

An undercapitalized insured depository in-
stitution (as defined in section 1831o of this
title) shall notify the Corporation in writing
before entering into an agreement to sell
credit card accounts receivable.
(B) Waiver by Corporation

The Corporation may at any time, in its
sole discretion and upon such terms as it
may prescribe, waive its right to repudiate
an agreement to sell credit card accounts re-
ceivable if the Corporation—

(i) determines that the waiver is in the
best interests of the deposit insurance
fund; and

(ii) provides a written waiver to the sell-
ing institution.

(C) Effect of waiver on successors
(i) In general

If, under subparagraph (B), the Corpora-
tion has waived its right to repudiate an
agreement to sell credit card accounts re-
ceivable—

(I) any provision of the agreement that
restricts solicitation of a credit card cus-
tomer of the selling institution, or the
use of a credit card customer list of the
institution, shall bind any receiver or
conservator of the institution; and

(II) the Corporation shall require any
acquirer of the selling institution, or of
substantially all of the selling institu-
tion’s assets or liabilities, to agree to be
bound by a provision described in sub-
clause (I) as if the acquirer were the sell-
ing institution.

(ii) Exception
Clause (i)(II) does not—

(I) restrict the acquirer’s authority to
offer any product or service to any per-
son identified without using a list of the
selling institution’s customers in viola-
tion of the agreement;
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(II) require the acquirer to restrict any
preexisting relationship between the ac-
quirer and a customer; or

(III) apply to any transaction in which
the acquirer acquires only insured depos-
its.

(D) Waiver not actionable
The Corporation shall not, in any capac-

ity, be liable to any person for damages re-
sulting from the waiver of or failure to
waive the Corporation’s right under this sec-
tion to repudiate any contract or lease, in-
cluding an agreement to sell credit card ac-
counts receivable. No court shall issue any
order affecting any such waiver or failure to
waive.

(E) Other authority not affected
This paragraph does not limit any other

authority of the Corporation to waive the
Corporation’s right to repudiate an agree-
ment or lease under this section.

(15) Certain credit card customer lists pro-
tected

(A) In general
If any insured depository institution sells

credit card accounts receivable under an
agreement negotiated at arm’s length that
provides for the sale of the institution’s
credit card customer list, the Corporation
shall prohibit any party to a transaction
with respect to the institution under this
section or section 1823 of this title from
using the list, except as permitted under the
agreement.

(B) Fraudulent transactions excluded
Subparagraph (A) does not limit the Cor-

poration’s authority to repudiate any agree-
ment entered into with the intent to hinder,
delay, or defraud the institution, the institu-
tion’s creditors, or the Corporation.

(f) Payment of insured deposits
(1) In general

In case of the liquidation of, or other closing
or winding up of the affairs of, any insured de-
pository institution, payment of the insured
deposits in such institution shall be made by
the Corporation as soon as possible, subject to
the provisions of subsection (g) of this section,
either by cash or by making available to each
depositor a transferred deposit in a new in-
sured depository institution in the same com-
munity or in another insured depository insti-
tution in an amount equal to the insured de-
posit of such depositor, except that—

(A) all payments made pursuant to this
section on account of a closed Bank Insur-
ance Fund member shall be made only from
the Bank Insurance Fund, and

(B) all payments made pursuant to this
section on account of a closed Savings Asso-
ciation Insurance Fund member shall be
made only from the Savings Association In-
surance Fund.

(2) Proof of claims
The Corporation, in its discretion, may re-

quire proof of claims to be filed and may ap-

prove or reject such claims for insured depos-
its.
(3) Resolution of disputes

(A) Resolutions in accordance with Corpora-
tion regulations

In the case of any disputed claim relating
to any insured deposit or any determination
of insurance coverage with respect to any
deposit, the Corporation may resolve such
disputed claim in accordance with regula-
tions prescribed by the Corporation estab-
lishing procedures for resolving such claims.
(B) Adjudication of claims

If the Corporation has not prescribed regu-
lations establishing procedures for resolving
disputed claims, the Corporation may re-
quire the final determination of a court of
competent jurisdiction before paying any
such claim.

(4) Review of Corporation�s determination
Final determination made by the Corpora-

tion shall be reviewable in accordance with
chapter 7 of title 5 by the United States Court
of Appeals for the District of Columbia or the
court of appeals for the Federal judicial cir-
cuit where the principal place of business of
the depository institution is located.
(5) Statute of limitations

Any request for review of a final determina-
tion by the Corporation shall be filed with the
appropriate circuit court of appeals not later
than 60 days after such determination is or-
dered.

(g) Subrogation of Corporation
(1) In general

Notwithstanding any other provision of Fed-
eral law, the law of any State, or the constitu-
tion of any State, the Corporation, upon the
payment to any depositor as provided in sub-
section (f) of this section in connection with
any insured depository institution or insured
branch described in such subsection or the as-
sumption of any deposit in such institution or
branch by another insured depository institu-
tion pursuant to this section or section 1823 of
this title, shall be subrogated to all rights of
the depositor against such institution or
branch to the extent of such payment or as-
sumption.
(2) Dividends on subrogated amounts

The subrogation of the Corporation under
paragraph (1) with respect to any insured de-
pository institution shall include the right on
the part of the Corporation to receive the
same dividends from the proceeds of the assets
of such institution and recoveries on account
of stockholders’ liability as would have been
payable to the depositor on a claim for the in-
sured deposit, but such depositor shall retain
such claim for any uninsured or unassumed
portion of the deposit.
(3) Waiver of certain claims

With respect to any bank which closes after
May 25, 1938, the Corporation shall waive, in
favor only of any person against whom stock-
holders’ individual liability may be asserted,
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any claim on account of such liability in ex-
cess of the liability, if any, to the bank or its
creditors, for the amount unpaid upon such
stock in such bank; but any such waiver shall
be effected in such manner and on such terms
and conditions as will not increase recoveries
or dividends on account of claims to which the
Corporation is not subrogated.

(4) Applicability of State law
Subject to subsection (d)(11) of this section,

if the Corporation is appointed pursuant to
subsection (c)(3) of this section, or determines
not to invoke the authority conferred in sub-
section (c)(4) of this section, the rights of de-
positors and other creditors of any State de-
pository institution shall be determined in ac-
cordance with the applicable provisions of
State law.

(h) Conditions applicable to resolution proceed-
ings

(1) Consideration of local economic impact re-
quired

The Corporation shall fully consider the ad-
verse economic impact on local communities,
including businesses and farms, of actions to
be taken by it during the administration and
liquidation of loans of a depository institution
in default.

(2) Actions to alleviate adverse economic im-
pact to be considered

The actions which the Corporation shall
consider include the release of proceeds from
the sale of products and services for family
living and business expenses and shortening
the undue length of the decisionmaking proc-
ess for the acceptance of offers of settlement
contingent upon third party financing.

(3) Guidelines required
The Corporation shall adopt and publish pro-

cedures and guidelines to minimize adverse
economic effects caused by its actions on indi-
vidual debtors in the community.

(4) Financial services industry impact analysis
After the appointment of the Corporation as

conservator or receiver for any insured deposi-
tory institution and before taking any action
under this section or section 1823 of this title
in connection with the resolution of such in-
stitution, the Corporation shall—

(A) evaluate the likely impact of the
means of resolution, and any action which
the Corporation may take in connection
with such resolution, on the viability of
other insured depository institutions in the
same community; and

(B) take such evaluation into account in
determining the means for resolving the in-
stitution and establishing the terms and
conditions for any such action.

(i) Valuation of claims in default
(1) In general

Notwithstanding any other provision of Fed-
eral law or the law of any State and regardless
of the method which the Corporation deter-
mines to utilize with respect to an insured de-
pository institution in default or in danger of

default, including transactions authorized
under subsection (n) of this section and sec-
tion 1823(c) of this title, this subsection shall
govern the rights of the creditors (other than
insured depositors) of such institution.
(2) Maximum liability

The maximum liability of the Corporation,
acting as receiver or in any other capacity, to
any person having a claim against the receiver
or the insured depository institution for which
such receiver is appointed shall equal the
amount such claimant would have received if
the Corporation had liquidated the assets and
liabilities of such institution without exercis-
ing the Corporation’s authority under sub-
section (n) of this section or section 1823 of
this title.
(3) Additional payments authorized

(A) In general
The Corporation may, in its discretion and

in the interests of minimizing its losses, use
its own resources to make additional pay-
ments or credit additional amounts to or
with respect to or for the account of any
claimant or category of claimants. Notwith-
standing any other provision of Federal or
State law, or the constitution of any State,
the Corporation shall not be obligated, as a
result of having made any such payment or
credited any such amount to or with respect
to or for the account of any claimant or cat-
egory of claimants, to make payments to
any other claimant or category of claim-
ants.
(B) Source of funds

If the depository institution in default is a
Bank Insurance Fund member, the Corpora-
tion may only make such payments out of
funds held in the Bank Insurance Fund. If
the depository institution in default is a
Savings Association Insurance Fund mem-
ber, the Corporation may only make such
payments out of funds held in the Savings
Association Insurance Fund.
(C) Manner of payment

The Corporation may make the payments
or credit the amounts specified in subpara-
graphs (A) and (B) directly to the claimants
or may make such payments or credit such
amounts to an open insured depository insti-
tution to induce such institution to accept
liability for such claims.

(j) Limitation on court action
Except as provided in this section, no court

may take any action, except at the request of
the Board of Directors by regulation or order, to
restrain or affect the exercise of powers or func-
tions of the Corporation as a conservator or a
receiver.
(k) Liability of directors and officers

A director or officer of an insured depository
institution may be held personally liable for
monetary damages in any civil action by, on be-
half of, or at the request or direction of the Cor-
poration, which action is prosecuted wholly or
partially for the benefit of the Corporation—

(1) acting as conservator or receiver of such
institution,
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(2) acting based upon a suit, claim, or cause
of action purchased from, assigned by, or
otherwise conveyed by such receiver or con-
servator, or

(3) acting based upon a suit, claim, or cause
of action purchased from, assigned by, or
otherwise conveyed in whole or in part by an
insured depository institution or its affiliate
in connection with assistance provided under
section 1823 of this title,

for gross negligence, including any similar con-
duct or conduct that demonstrates a greater dis-
regard of a duty of care (than gross negligence)
including intentional tortious conduct, as such
terms are defined and determined under applica-
ble State law. Nothing in this paragraph shall
impair or affect any right of the Corporation
under other applicable law.
(l) Damages

In any proceeding related to any claim against
an insured depository institution’s director, offi-
cer, employee, agent, attorney, accountant, ap-
praiser, or any other party employed by or pro-
viding services to an insured depository institu-
tion, recoverable damages determined to result
from the improvident or otherwise improper use
or investment of any insured depository institu-
tion’s assets shall include principal losses and
appropriate interest.
(m) New banks

(1) Organization authorized
As soon as possible after the default of an in-

sured bank, the Corporation, if it finds that it
is advisable and in the interest of the deposi-
tors of the insured bank in default or the pub-
lic shall organize a new national bank in the
same community as the bank in default to as-
sume the insured deposits of such bank in de-
fault and otherwise to perform temporarily
the functions hereinafter provided for.
(2) Articles of association

The articles of association and the organiza-
tion certificate of the new bank shall be exe-
cuted by representatives designated by the
Corporation.
(3) Capital stock

No capital stock need be paid in by the Cor-
poration.
(4) Executive officer

The new bank shall not have a board of di-
rectors, but shall be managed by an executive
officer appointed by the Board of Directors of
the Corporation who shall be subject to its di-
rections.
(5) Subject to laws relating to national banks

In all other respects the new bank shall be
organized in accordance with the then existing
provisions of law relating to the organization
of national banking associations.
(6) New deposits

The new bank may, with the approval of the
Corporation, accept new deposits which shall
be subject to withdrawal on demand and
which, except where the new bank is the only
bank in the community, shall not exceed
$100,000 from any depositor.

(7) Insured status
The new bank, without application to or ap-

proval by the Corporation, shall be an insured
depository institution and shall maintain on
deposit with the Federal Reserve bank of its
district reserves in the amount required by
law for member banks, but it shall not be re-
quired to subscribe for stock of the Federal
Reserve bank.

(8) Investments
Funds of the new bank shall be kept on hand

in cash, invested in obligations of the United
States or obligations guaranteed as to prin-
cipal and interest by the United States, or de-
posited with the Corporation, any Federal Re-
serve bank, or, to the extent of the insurance
coverage on any such deposit, an insured de-
pository institution.

(9) Conduct of business
The new bank, unless otherwise authorized

by the Comptroller of the Currency, shall
transact business only as authorized by this
chapter and as may be incidental to its organi-
zation.

(10) Exempt status
Notwithstanding any other provision of Fed-

eral or State law, the new bank, its franchise,
property, and income shall be exempt from all
taxation now or hereafter imposed by the
United States, by any territory, dependency,
or possession thereof, or by any State, county,
municipality, or local taxing authority.

(11) Transfer of deposits
(A) Upon the organization of a new bank, the

Corporation shall promptly make available to
it an amount equal to the estimated insured
deposits of such bank in default plus the esti-
mated amount of the expenses of operating the
new bank, and shall determine as soon as pos-
sible the amount due each depositor for the
depositor’s insured deposit in the bank in de-
fault, and the total expenses of operation of
the new bank.

(B) Upon such determination, the amounts
so estimated and made available shall be ad-
justed to conform to the amounts so deter-
mined.

(12) Earnings
Earnings of the new bank shall be paid over

or credited to the Corporation in such adjust-
ment.

(13) Losses
If any new bank, during the period it con-

tinues its status as such, sustains any losses
with respect to which it is not effectively pro-
tected except by reason of being an insured
bank, the Corporation shall furnish to it addi-
tional funds in the amount of such losses.

(14) Payment of insured deposits
(A) The new bank shall assume as trans-

ferred deposits the payment of the insured de-
posits of such bank in default to each of its de-
positors.

(B) Of the amounts so made available, the
Corporation shall transfer to the new bank, in
cash, such sums as may be necessary to enable
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it to meet its expenses of operation and imme-
diate cash demands on such transferred depos-
its, and the remainder of such amounts shall
be subject to withdrawal by the new bank on
demand.
(15) Issuance of stock

(A) Whenever in the judgment of the Board
of Directors it is desirable to do so, the Cor-
poration shall cause capital stock of the new
bank to be offered for sale on such terms and
conditions as the Board of Directors shall
deem advisable in an amount sufficient, in the
opinion of the Board of Directors, to make
possible the conduct of the business of the new
bank on a sound basis, but in no event less
than that required by section 51 5 of this title
for the organization of a national bank in the
place where such new bank is located.

(B) The stockholders of the insured bank in
default shall be given the first opportunity to
purchase any shares of common stock so of-
fered.

(16) Issuance of certificate
Upon proof that an adequate amount of cap-

ital stock in the new bank has been subscribed
and paid for in cash, the Comptroller of the
Currency shall require the articles of associa-
tion and the organization certificate to be
amended to conform to the requirements for
the organization of a national bank, and
thereafter, when the requirements of law with
respect to the organization of a national bank
have been complied with, the Comptroller of
the Currency shall issue to the bank a certifi-
cate of authority to commence business, and
thereupon the bank shall cease to have the
status of a new bank, shall be managed by di-
rectors elected by its own shareholders, may
exercise all the powers granted by law, and
shall be subject to all provisions of law relat-
ing to national banks. Such bank shall there-
after be an insured national bank, without cer-
tification to or approval by the Corporation.

(17) Transfer to other institution
If the capital stock of the new bank is not

offered for sale, or if an adequate amount of
capital for such new bank is not subscribed
and paid for, the Board of Directors may offer
to transfer its business to any insured deposi-
tory institution in the same community which
will take over its assets, assume its liabilities,
and pay to the Corporation for such business
such amount as the Board of Directors may
deem adequate; or the Board of Directors in
its discretion may change the location of the
new bank to the office of the Corporation or to
some other place or may at any time wind up
its affairs as herein provided.

(18) Winding up
Unless the capital stock of the new bank is

sold or its assets are taken over and its liabil-
ities are assumed by an insured depository in-
stitution as above provided within 2 years
after the date of its organization, the Corpora-
tion shall wind up the affairs of such bank,
after giving such notice, if any, as the Comp-

troller of the Currency may require, and shall
certify to the Comptroller of the Currency the
termination of the new bank. Thereafter the
Corporation shall be liable for the obligations
of such bank and shall be the owner of its as-
sets.

(19) Applicability of certain laws
The provisions of sections 181 and 182 of this

title shall not apply to a new bank under this
subsection.

(n) Bridge banks
(1) Organization

(A) Purpose
When 1 or more insured banks are in de-

fault, or when the Corporation anticipates
that 1 or more insured banks may become in
default, the Corporation may, in its discre-
tion, organize, and the Office of the Comp-
troller of the Currency shall charter, 1 or
more national banks with respect thereto
with the powers and attributes of national
banking associations, subject to the provi-
sions of this subsection, to be referred to as
bridge banks.

(B) Authorities
Upon the granting of a charter to a bridge

bank, the bridge bank may—
(i) assume such deposits of such insured

bank or banks that is or are in default or
in danger of default as the Corporation
may, in its discretion, determine to be ap-
propriate, except that if any insured depos-
its of a bank are assumed, all insured de-
posits of that bank shall be assumed by
the bridge bank or another insured deposi-
tory institution;

(ii) assume such other liabilities (includ-
ing liabilities associated with any trust
business) of such insured bank or banks
that is or are in default or in danger of de-
fault as the Corporation may, in its discre-
tion, determine to be appropriate;

(iii) purchase such assets (including as-
sets associated with any trust business) of
such insured bank or banks that is or are
in default or in danger of default as the
Corporation may, in its discretion, deter-
mine to be appropriate; and

(iv) perform any other temporary func-
tion which the Corporation may, in its dis-
cretion, prescribe in accordance with this
chapter.

(C) Articles of association
The articles of association and organiza-

tion certificate of a bridge bank as approved
by the Corporation shall be executed by 3
representatives designated by the Corpora-
tion.

(D) Interim directors
A bridge bank shall have an interim board

of directors consisting of not fewer than 5
nor more than 10 members appointed by the
Corporation.

(E) National bank
A bridge bank shall be organized as a na-

tional bank.
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(2) Chartering
(A) Conditions

A national bank may be chartered by the
Comptroller of the Currency as a bridge
bank only if the Board of Directors deter-
mines that—

(i) the amount which is reasonably nec-
essary to operate such bridge bank will not
exceed the amount which is reasonably
necessary to save the cost of liquidating,
including paying the insured accounts of, 1
or more insured banks in default or in dan-
ger of default with respect to which the
bridge bank is chartered;

(ii) the continued operation of such in-
sured bank or banks in default or in dan-
ger of default with respect to which the
bridge bank is chartered is essential to
provide adequate banking services in the
community where each such bank in de-
fault or in danger of default is located; or

(iii) the continued operation of such in-
sured bank or banks in default or in dan-
ger of default with respect to which the
bridge bank is chartered is in the best in-
terest of the depositors of such bank or
banks in default or in danger of default or
the public.

(B) Insured national bank
A bridge bank shall be an insured bank

from the time it is chartered as a national
bank.
(C) Bridge bank treated as being in default

for certain purposes
A bridge bank shall be treated as an in-

sured bank in default at such times and for
such purposes as the Corporation may, in its
discretion, determine.
(D) Management

A bridge bank, upon the granting of its
charter, shall be under the management of a
board of directors consisting of not fewer
than 5 nor more than 10 members appointed
by the Corporation.
(E) Bylaws

The board of directors of a bridge bank
shall adopt such bylaws as may be approved
by the Corporation.

(3) Transfer of assets and liabilities
(A) In general

(i) Transfer upon grant of charter
Upon the granting of a charter to a

bridge bank pursuant to this subsection,
the Corporation, as receiver, or any other
receiver appointed with respect to any in-
sured bank in default with respect to
which the bridge bank is chartered may
transfer any assets and liabilities of such
bank in default to the bridge bank in ac-
cordance with paragraph (1).
(ii) Subsequent transfers

At any time after a charter is granted to
a bridge bank, the Corporation, as re-
ceiver, or any other receiver appointed
with respect to an insured bank in default
may transfer any assets and liabilities of

such insured bank in default as the Cor-
poration may, in its discretion, determine
to be appropriate in accordance with para-
graph (1).
(iii) Treatment of trust business

For purposes of this paragraph, the trust
business, including fiduciary appoint-
ments, of any insured bank in default is in-
cluded among its assets and liabilities.
(iv) Effective without approval

The transfer of any assets or liabilities,
including those associated with any trust
business, of an insured bank in default
transferred to a bridge bank shall be effec-
tive without any further approval under
Federal or State law, assignment, or con-
sent with respect thereto.

(B) Intent of Congress regarding continuing
operations

It is the intent of the Congress that, in
order to prevent unnecessary hardship or
losses to the customers of any insured bank
in default with respect to which a bridge
bank is chartered, especially creditworthy
farmers, small businesses, and households,
the Corporation should—

(i) continue to honor commitments made
by the bank in default to creditworthy
customers, and

(ii) not interrupt or terminate ade-
quately secured loans which are trans-
ferred under subparagraph (A) and are
being repaid by the debtor in accordance
with the terms of the loan instrument.

(4) Powers of bridge banks
Each bridge bank chartered under this sub-

section shall have all corporate powers of, and
be subject to the same provisions of law as, a
national bank, except that—

(A) the Corporation may—
(i) remove the interim directors and di-

rectors of a bridge bank;
(ii) fix the compensation of members of

the interim board of directors and the
board of directors and senior management,
as determined by the Corporation in its
discretion, of a bridge bank; and

(iii) waive any requirement established
under section 71, 72, 73, 74, or 75 of this
title (relating to directors of national
banks) or section 71a of this title which
would otherwise be applicable with respect
to directors of a bridge bank by operation
of paragraph (2)(B);

(B) the Corporation may indemnify the
representatives for purposes of paragraph
(1)(B) and the interim directors, directors,
officers, employees, and agents of a bridge
bank on such terms as the Corporation de-
termines to be appropriate;

(C) no requirement under section 51 6 of
this title or any other provision of law relat-
ing to the capital of a national bank shall
apply with respect to a bridge bank;

(D) the Comptroller of the Currency may
establish a limitation on the extent to which
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any person may become indebted to a bridge
bank without regard to the amount of the
bridge bank’s capital or surplus;

(E)(i) the board of directors of a bridge
bank shall elect a chairperson who may also
serve in the position of chief executive offi-
cer, except that such person shall not serve
either as chairperson or as chief executive
officer without the prior approval of the Cor-
poration; and

(ii) the board of directors of a bridge bank
may appoint a chief executive officer who is
not also the chairperson, except that such
person shall not serve as chief executive offi-
cer without the prior approval of the Cor-
poration;

(F) a bridge bank shall not be required to
purchase stock of any Federal Reserve bank;

(G) the Comptroller of the Currency shall
waive any requirement for a fidelity bond
with respect to a bridge bank at the request
of the Corporation;

(H) any judicial action to which a bridge
bank becomes a party by virtue of its acqui-
sition of any assets or assumption of any li-
abilities of a bank in default shall be stayed
from further proceedings for a period of up
to 45 days at the request of the bridge bank;

(I) no agreement which tends to diminish
or defeat the right, title or interest of a
bridge bank in any asset of an insured bank
in default acquired by it shall be valid
against the bridge bank unless such agree-
ment—

(i) is in writing,
(ii) was executed by such insured bank in

default and the person or persons claiming
an adverse interest thereunder, including
the obligor, contemporaneously with the
acquisition of the asset by such insured
bank in default,

(iii) was approved by the board of direc-
tors of such insured bank in default or its
loan committee, which approval shall be
reflected in the minutes of said board or
committee, and

(iv) has been, continuously from the
time of its execution, an official record of
such insured bank in default;

(J) notwithstanding section 1823(e)(2) of
this title, any agreement relating to an ex-
tension of credit between a Federal home
loan bank or Federal Reserve bank and any
insured depository institution which was ex-
ecuted before the extension of credit by such
bank to such depository institution shall be
treated as having been executed contem-
poraneously with such extension of credit
for purposes of subparagraph (I); and

(K) except with the prior approval of the
Corporation, a bridge bank may not, in any
transaction or series of transactions, issue
capital stock or be a party to any merger,
consolidation, disposition of assets or liabil-
ities, sale or exchange of capital stock, or
similar transaction, or change its charter.

(5) Capital

(A) No capital required
The Corporation shall not be required to—

(i) issue any capital stock on behalf of a
bridge bank chartered under this sub-
section; or

(ii) purchase any capital stock of a
bridge bank, except that notwithstanding
any other provision of Federal or State
law, the Corporation may purchase and re-
tain capital stock of a bridge bank in such
amounts and on such terms as the Cor-
poration, in its discretion, determines to
be appropriate.

(B) Operating funds in lieu of capital
Upon the organization of a bridge bank,

and thereafter, as the Board of Directors
may, in its discretion, determine to be nec-
essary or advisable, the Corporation may
make available to the bridge bank, upon
such terms and conditions and in such form
and amounts as the Corporation may in its
discretion determine, funds for the operation
of the bridge bank in lieu of capital.

(C) Authority to issue capital stock
Whenever the Board of Directors deter-

mines it is advisable to do so, the Corpora-
tion shall cause capital stock of a bridge
bank to be issued and offered for sale in such
amounts and on such terms and conditions
as the Corporation may, in its discretion, de-
termine.

(6) No Federal status
(A) Agency status

A bridge bank is not an agency, establish-
ment, or instrumentality of the United
States.

(B) Employee status
Representatives for purposes of paragraph

(1)(B), interim directors, directors, officers,
employees, or agents of a bridge bank are
not, solely by virtue of service in any such
capacity, officers or employees of the United
States. Any employee of the Corporation or
of any Federal instrumentality who serves
at the request of the Corporation as a rep-
resentative for purposes of paragraph (1)(B),
interim director, director, officer, employee,
or agent of a bridge bank shall not—

(i) solely by virtue of service in any such
capacity lose any existing status as an of-
ficer or employee of the United States for
purposes of title 5 or any other provision
of law, or

(ii) receive any salary or benefits for
service in any such capacity with respect
to a bridge bank in addition to such salary
or benefits as are obtained through em-
ployment with the Corporation or such
Federal instrumentality.

(7) Assistance authorized
The Corporation may, in its discretion, pro-

vide assistance under section 1823(c) of this
title to facilitate any transaction described in
clause (i), (ii), or (iii) of paragraph (10)(A) with
respect to any bridge bank in the same man-
ner and to the same extent as such assistance
may be provided under such section with re-
spect to an insured bank in default, or to fa-
cilitate a bridge bank’s acquisition of any as-
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sets or the assumption of any liabilities of an
insured bank in default.
(8) Acquisition

(A) In general
The responsible agency shall notify the

Attorney General of any transaction involv-
ing the merger or sale of a bridge bank re-
quiring approval under section 1828(c) of this
title and if a report on competitive factors is
requested within 10 days, such transaction
may not be consummated before the 5th cal-
endar day after the date of approval by the
responsible agency with respect thereto. If
the responsible agency has found that it
must act immediately to prevent the prob-
able failure of 1 of the banks involved, the
preceding sentence does not apply and the
transaction may be consummated imme-
diately upon approval by the agency.
(B) By out-of-State holding company

Any depository institution, including an
out-of-State depository institution, or any
out-of-State depository institution holding
company may acquire and retain the capital
stock or assets of, or otherwise acquire and
retain a bridge bank if the bridge bank at
any time had assets aggregating $500,000,000
or more, as determined by the Corporation
on the basis of the bridge bank’s reports of
condition or on the basis of the last avail-
able reports of condition of any insured bank
in default, which institution has been ac-
quired, or whose assets have been acquired,
by the bridge bank. The acquiring entity
may acquire the bridge bank only in the
same manner and to the same extent as such
entity may acquire an insured bank in de-
fault under section 1823(f)(2) of this title.

(9) Duration of bridge bank
Subject to paragraphs (11) and (12), the

status of a bridge bank as such shall terminate
at the end of the 2-year period following the
date it was granted a charter. The Board of Di-
rectors may, in its discretion, extend the
status of the bridge bank as such for 3 addi-
tional 1-year periods.
(10) Termination of bridge bank status

The status of any bridge bank as such shall
terminate upon the earliest of—

(A) the merger or consolidation of the
bridge bank with a depository institution
that is not a bridge bank;

(B) at the election of the Corporation, the
sale of a majority of the capital stock of the
bridge bank to an entity other than the Cor-
poration and other than another bridge
bank;

(C) the sale of 80 percent, or more, of the
capital stock of the bridge bank to an entity
other than the Corporation and other than
another bridge bank;

(D) at the election of the Corporation, ei-
ther the assumption of all or substantially
all of the deposits and other liabilities of the
bridge bank by a depository institution
holding company or a depository institution
that is not a bridge bank, or the acquisition
of all or substantially all of the assets of the

bridge bank by a depository institution
holding company, a depository institution
that is not a bridge bank, or other entity as
permitted under applicable law; and

(E) the expiration of the period provided in
paragraph (9), or the earlier dissolution of
the bridge bank as provided in paragraph
(12).

(11) Effect of termination events
(A) Merger or consolidation

A bridge bank that participates in a merg-
er or consolidation as provided in paragraph
(10)(A) shall be for all purposes a national
bank with all the rights, powers, and privi-
leges thereof, and such merger or consolida-
tion shall be conducted in accordance with,
and shall have the effect provided in, the
provisions of applicable law.
(B) Charter conversion

Following the sale of a majority of the
capital stock of the bridge bank as provided
in paragraph (10)(B), the Corporation may
amend the charter of the bridge bank to re-
flect the termination of the status of the
bridge bank as such, whereupon the bank
shall remain a national bank, with all of the
rights, powers, and privileges thereof, sub-
ject to all laws and regulations applicable
thereto.
(C) Sale of stock

Following the sale of 80 percent or more of
the capital stock of a bridge bank as pro-
vided in paragraph (10)(C), the bank shall re-
main a national bank, with all of the rights,
powers, and privileges thereof, subject to all
laws and regulations applicable thereto.
(D) Assumption of liabilities and sale of as-

sets
Following the assumption of all or sub-

stantially all of the liabilities of the bridge
bank, or the sale of all or substantially all of
the assets of the bridge bank, as provided in
paragraph (10)(D), at the election of the Cor-
poration the bridge bank may retain its
status as such for the period provided in
paragraph (9).
(E) Effect on holding companies

A depository institution holding company
acquiring a bridge bank under section 1823(f)
of this title, paragraph (8)(B) (or any prede-
cessor provision), or both provisions, shall
not be impaired or adversely affected by the
termination of the status of a bridge bank as
a result of subparagraph (A), (B), (C), or (D)
of paragraph (10), and shall be entitled to the
rights and privileges provided in section
1823(f) of this title.
(F) Amendments to charter

Following the consummation of a trans-
action described in subparagraph (A), (B),
(C), or (D) of paragraph (10), the charter of
the resulting institution shall be amended to
reflect the termination of bridge bank
status, if appropriate.

(12) Dissolution of bridge bank
(A) In general

Notwithstanding any other provision of
State or Federal law, if the bridge bank’s



Page 1027 TITLE 12—BANKS AND BANKING § 1821

7 See References in Text note below.

status as such has not previously been ter-
minated by the occurrence of an event speci-
fied in subparagraph (A), (B), (C), or (D) of
paragraph (10)—

(i) the Board of Directors may, in its dis-
cretion, dissolve a bridge bank in accord-
ance with this paragraph at any time; and

(ii) the Board of Directors shall prompt-
ly commence dissolution proceedings in
accordance with this paragraph upon the
expiration of the 2-year period following
the date the bridge bank was chartered, or
any extension thereof, as provided in para-
graph (9).

(B) Procedures
The Comptroller of the Currency shall ap-

point the Corporation receiver for a bridge
bank upon certification by the Board of Di-
rectors to the Comptroller of the Currency
of its determination to dissolve the bridge
bank. The Corporation as such receiver shall
wind up the affairs of the bridge bank in
conformity with the provisions of law relat-
ing to the liquidation of closed national
banks. With respect to any such bridge bank,
the Corporation as such receiver shall have
all the rights, powers, and privileges and
shall perform the duties related to the exer-
cise of such rights, powers, or privileges
granted by law to a receiver of any insured
depository institution and notwithstanding
any other provision of law in the exercise of
such rights, powers, and privileges the Cor-
poration shall not be subject to the direction
or supervision of any State agency or other
Federal agency.

(13) Multiple bridge banks
Subject to paragraph (1)(B)(i), the Corpora-

tion may, in the Corporation’s discretion, or-
ganize 2 or more bridge banks under this sub-
section to assume any deposits of, assume any
other liabilities of, and purchase any assets of
a single bank in default.

(o) Supervisory records
In addition to the requirements of section

1817(a)(2) of this title to provide to the Corpora-
tion copies of reports of examination and re-
ports of condition, whenever the Corporation
has been appointed as receiver for an insured de-
pository institution, the appropriate Federal
banking agency shall make available all super-
visory records to the receiver which may be used
by the receiver in any manner the receiver de-
termines to be appropriate.
(p) Certain sales of assets prohibited

(1) Persons who engaged in improper conduct
with, or caused losses to, depository insti-
tutions

The Corporation shall prescribe regulations
which, at a minimum, shall prohibit the sale
of assets of a failed institution by the Corpora-
tion to—

(A) any person who—
(i) has defaulted, or was a member of a

partnership or an officer or director of a
corporation that has defaulted, on 1 or
more obligations the aggregate amount of
which exceed $1,000,000, to such failed in-
stitution;

(ii) has been found to have engaged in
fraudulent activity in connection with any
obligation referred to in clause (i); and

(iii) proposes to purchase any such asset
in whole or in part through the use of the
proceeds of a loan or advance of credit
from the Corporation or from any institu-
tion for which the Corporation has been
appointed as conservator or receiver;

(B) any person who participated, as an offi-
cer or director of such failed institution or
of any affiliate of such institution, in a ma-
terial way in transactions that resulted in a
substantial loss to such failed institution;

(C) any person who has been removed from,
or prohibited from participating in the af-
fairs of, such failed institution pursuant to
any final enforcement action by an appro-
priate Federal banking agency; or

(D) any person who has demonstrated a
pattern or practice of defalcation regarding
obligations to such failed institution.

(2) Convicted debtors
Except as provided in paragraph (3), any per-

son who—
(A) has been convicted of an offense under

section 215, 656, 657, 1005, 1006, 1007, 1008,7
1014, 1032, 1341, 1343, or 1344 of title 18 or of
conspiring to commit such an offense, affect-
ing any insured depository institution for
which any conservator or receiver has been
appointed; and

(B) is in default on any loan or other ex-
tension of credit from such insured deposi-
tory institution which, if not paid, will
cause substantial loss to the institution, any
deposit insurance fund, the Corporation, the
FSLIC Resolution Fund, or the Resolution
Trust Corporation,

may not purchase any asset of such institu-
tion from the conservator or receiver.
(3) Settlement of claims

Paragraphs (1) and (2) shall not apply to the
sale or transfer by the Corporation of any
asset of any insured depository institution to
any person if the sale or transfer of the asset
resolves or settles, or is part of the resolution
or settlement, of—

(A) 1 or more claims that have been, or
could have been, asserted by the Corporation
against the person; or

(B) obligations owed by the person to any
insured depository institution, the FSLIC
Resolution Fund, the Resolution Trust Cor-
poration, or the Corporation.

(4) ��Default�� defined
For purposes of this subsection, the term

‘‘default’’ means a failure to comply with the
terms of a loan or other obligation to such an
extent that the property securing the obliga-
tion is foreclosed upon.

(q) Expedited procedures for certain claims
(1) Time for filing notice of appeal

The notice of appeal of any order, whether
interlocutory or final, entered in any case
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brought by the Corporation against an insured
depository institution’s director, officer, em-
ployee, agent, attorney, accountant, or ap-
praiser or any other person employed by or
providing services to an insured depository in-
stitution shall be filed not later than 30 days
after the date of entry of the order. The hear-
ing of the appeal shall be held not later than
120 days after the date of the notice of appeal.
The appeal shall be decided not later than 180
days after the date of the notice of appeal.
(2) Scheduling

Consistent with section 1657 of title 18,8 a
court of the United States shall expedite the
consideration of any case brought by the Cor-
poration against an insured depository institu-
tion’s director, officer, employee, agent, attor-
ney, accountant, or appraiser or any other per-
son employed by or providing services to an
insured depository institution. As far as prac-
ticable the court shall give such case priority
on its docket.
(3) Judicial discretion

The court may modify the schedule and lim-
itations stated in paragraphs (1) and (2) in a
particular case, based on a specific finding
that the ends of justice that would be served
by making such a modification would out-
weigh the best interest of the public in having
the case resolved expeditiously.

(r) Foreign investigations
The Corporation and the Resolution Trust

Corporation, as conservator or receiver of any
insured depository institution and for purposes
of carrying out any power, authority, or duty
with respect to an insured depository institu-
tion—

(1) may request the assistance of any foreign
banking authority and provide assistance to
any foreign banking authority in accordance
with section 1818(v) of this title; and

(2) may each maintain an office to coordi-
nate foreign investigations or investigations
on behalf of foreign banking authorities.

(s) Prohibition on entering secrecy agreements
and protective orders

The Corporation may not enter into any
agreement or approve any protective order
which prohibits the Corporation from disclosing
the terms of any settlement of an administra-
tive or other action for damages or restitution
brought by the Corporation in its capacity as
conservator or receiver for an insured deposi-
tory institution.
(t) Agencies may share information without

waiving privilege
(1) In general

A covered agency shall not be deemed to
have waived any privilege applicable to any
information by transferring that information
to or permitting that information to be used
by—

(A) any other covered agency, in any ca-
pacity; or

(B) any other agency of the Federal Gov-
ernment (as defined in section 6 of title 18).

(2) Definitions
For purposes of this subsection:
(A) Covered agency

The term ‘‘covered agency’’ means any of
the following:

(i) Any appropriate Federal banking
agency.

(ii) The Resolution Trust Corporation.
(iii) The Farm Credit Administration.
(iv) The Farm Credit System Insurance

Corporation.
(v) The National Credit Union Adminis-

tration.
(vi) The General Accounting Office.

(B) Privilege
The term ‘‘privilege’’ includes any work-

product, attorney-client, or other privilege
recognized under Federal or State law.

(3) Rule of construction
Paragraph (1) shall not be construed as im-

plying that any person waives any privilege
applicable to any information because para-
graph (1) does not apply to the transfer or use
of that information.

(u) Purchase rights of tenants
(1) Notice

Except as provided in paragraph (3), the Cor-
poration may make available for sale a 1- to 4-
family residence (including a manufactured
home) to which the Corporation acquires title
only after the Corporation has provided the
household residing in the property notice (in
writing and mailed to the property) of the
availability of such property and the pref-
erence afforded such household under para-
graph (2).
(2) Preference

In selling such a property, the Corporation
shall give preference to any bona fide offer
made by the household residing in the prop-
erty, if—

(A) such offer is substantially similar in
amount to other offers made within such pe-
riod (or expected by the Corporation to be
made within such period);

(B) such offer is made during the period be-
ginning upon the Corporation making such
property available and of a reasonable dura-
tion, as determined by the Corporation
based on the normal period for sale of such
properties; and

(C) the household making the offer com-
plies with any other requirements applicable
to purchasers of such property, including
any downpayment and credit requirements.

(3) Exceptions
Paragraphs (1) and (2) shall not apply to—

(A) any residence transferred in connec-
tion with the transfer of substantially all of
the assets of an insured depository institu-
tion for which the Corporation has been ap-
pointed conservator or receiver;

(B) any eligible single family property (as
such term is defined in section 1831q(p) of
this title; or

(C) any residence for which the household
occupying the residence was the mortgagor



Page 1029 TITLE 12—BANKS AND BANKING § 1821

under a mortgage on such residence and to
which the Corporation acquired title pursu-
ant to default on such mortgage.

(v) Preference for sales for homeless families
Subject to subsection (u) of this section, in

selling any real property (other than eligible
residential property and eligible condominium
property, as such terms are defined in section
1831q(p) of this title) to which the Corporation
acquires title, the Corporation shall give pref-
erence among offers to purchase the property
that will result in the same net present value
proceeds, to any offer that would provide for the
property to be used, during the remaining useful
life of the property, to provide housing or shel-
ter for homeless persons (as such term is defined
in section 11302 of title 42) or homeless families.
(w) Preferences for sales of certain commercial

real properties
(1) Authority

In selling any eligible commercial real prop-
erties of the Corporation, the Corporation
shall give preference, among offers to purchase
the property that will result in the same net
present value proceeds, to any offer—

(A) that is made by a public agency or non-
profit organization; and

(B) under which the purchaser agrees that
the property shall be used, during the re-
maining useful life of the property, for of-
fices and administrative purposes of the pur-
chaser to carry out a program to acquire res-
idential properties to provide (i) homeowner-
ship and rental housing opportunities for
very-low-, low-, and moderate-income fami-
lies, or (ii) housing or shelter for homeless
persons (as such term is defined in section
11302 of title 42) or homeless families.

(2) Definitions
For purposes of this subsection, the follow-

ing definitions shall apply:
(A) Eligible commercial real property

The term ‘‘eligible commercial real prop-
erty’’ means any property (i) to which the
Corporation acquires title, and (ii) that the
Corporation, in the discretion of the Cor-
poration, determines is suitable for use for
the location of offices or other administra-
tive functions involved with carrying out a
program referred to in paragraph (1)(B).
(B) Nonprofit organization and public agency

The terms ‘‘nonprofit organization’’ and
‘‘public agency’’ have the same meanings as
in section 1831q(p) of this title.

(Sept. 21, 1950, ch. 967, § 2[11], 64 Stat. 884; Pub. L.
89–695, title III, § 301(c), (d), Oct. 16, 1966, 80 Stat.
1055; Pub. L. 91–151, title I, § 7(a)(3), (4), Dec. 23,
1969, 83 Stat. 375; Pub. L. 93–495, title I,
§§ 101(a)(3), 102(a)(3), (4), Oct. 28, 1974, 88 Stat.
1500, 1502; Pub. L. 95–369, § 6(c)(17)–(22), Sept. 17,
1978, 92 Stat. 619; Pub. L. 95–630, title XIV,
§ 1401(a), Nov. 10, 1978, 92 Stat. 3712; Pub. L.
96–153, title III, § 323(a), Dec. 21, 1979, 93 Stat.
1120; Pub. L. 96–221, title III, § 308(a)(1)(C), (D),
Mar. 31, 1980, 94 Stat. 147; Pub. L. 97–110, title I,
§ 103(c), Dec. 26, 1981, 95 Stat. 1514; Pub. L. 97–320,
title I, § 113(j), (k), Oct. 15, 1982, 96 Stat. 1474;

Pub. L. 99–514, § 2, Oct. 22, 1986, 100 Stat. 2095;
Pub. L. 100–86, title V, §§ 503(a), 507, Aug. 10, 1987,
101 Stat. 629, 634; Pub. L. 101–73, title II, §§ 201(a),
211–214, title IX, § 909, Aug. 9, 1989, 103 Stat. 187,
218–246, 477; Pub. L. 101–647, title XXV,
§§ 2521(a)(1), 2526(a), 2527(a), 2528(a), 2532(b),
2534(a), Nov. 29, 1990, 104 Stat. 4863, 4875, 4877,
4880, 4882; Pub. L. 102–233, title I, § 102, title II,
§ 202(a), (b), title III, § 302(a), Dec. 12, 1991, 105
Stat. 1761, 1766, 1767; Pub. L. 102–242, title I,
§§ 123(a), 133(a), (e), 141(b), (d), 161(a), (e), title II,
§ 241(c)(1), title III, § 311(a)(1), (b)(1), (2), (5)(B),
(C), title IV, §§ 416, 426, 446, Dec. 19, 1991, 105 Stat.
2252, 2270, 2272, 2277, 2285, 2286, 2331, 2363, 2364,
2366, 2376, 2378, 2382; Pub. L. 102–550, title XV,
§§ 1501(a), 1544, title XVI, §§ 1603(e)(1), 1604(c)(2),
1606(c), 1611(b), Oct. 28, 1992, 106 Stat. 4044, 4069,
4081, 4083, 4088, 4090; Pub. L. 103–66, title III,
§ 3001(a), (b), Aug. 10, 1993, 107 Stat. 336; Pub. L.
103–204, §§ 3(d), 4(b), 8(a)–(f), (i), 11, 15(b), 16(b),
17(b), 20, 27(b), 38(b), Dec. 17, 1993, 107 Stat. 2379,
2380, 2384–2389, 2399–2401, 2404, 2410, 2416; Pub. L.
103–325, title III, § 325, title IV, § 411(c)(2)(A), title
VI, § 602(a)(21)–(33), Sept. 23, 1994, 108 Stat. 2228,
2253, 2289; Pub. L. 103–328, title II, § 201(a), Sept.
29, 1994, 108 Stat. 2368; Pub. L. 103–394, title V,
§ 501(c)(2), Oct. 22, 1994, 108 Stat. 4143; Pub. L.
104–208, div. A, title II, §§ 2602, 2704(d)(1)–(3),
(6)(C), (14)(H), (I), 2705, Sept. 30, 1996, 110 Stat.
3009–469, 3009–487, 3009–488, 3009–492, 3009–495; Pub.
L. 104–316, title I, § 106(i), Oct. 19, 1996, 110 Stat.
3831; Pub. L. 106–102, title I, § 117, title VII,
§ 736(a), (b)(2), Nov. 12, 1999, 113 Stat. 1372, 1479;
Pub. L. 106–400, § 2, Oct. 30, 2000, 114 Stat. 1675;
Pub. L. 106–569, title XII, § 1222, Dec. 27, 2000, 114
Stat. 3036.)

REFERENCES IN TEXT

The date of the termination of the Resolution Trust
Corporation, referred to in subsec. (a)(6)(F), is provided
for in section 1441a(m) of this title.

Section 1441a(b)(4) of this title, referred to in subsec.
(d)(2)(I)(ii), was in the original ‘‘section 21A(b)(4)’’,
which has been translated as reading ‘‘section 21A(b)(4)
of the Federal Home Loan Bank Act’’, to reflect the
probable intent of Congress.

Section 1823(e)(2) of this title, referred to in subsec.
(d)(9)(B), was redesignated section 1823(e)(1)(B) of this
title by Pub. L. 103–325, title III, § 317(1), Sept. 23, 1994,
108 Stat. 2223.

The Federal Rules of Civil Procedure, referred to in
subsec. (d)(18), (19), are set out in the Appendix to Title
28, Judiciary and Judicial Procedure.

Section 51 of this title, referred to in subsecs.
(m)(15)(A) and (n)(4)(C), was repealed by Pub. L. 106–569,
title XII, § 1233(c), Dec. 27, 2000, 114 Stat. 3037.

Section 1008 of title 18, referred to in subsec. (p)(2)(A),
was repealed by Pub. L. 101–73, title IX, § 961(g)(1), Aug.
9, 1989, 103 Stat. 500.

PRIOR PROVISIONS

Section is derived from subsec. (l) of former section
264 of this title. See Codification note set out under
section 1811 of this title.

AMENDMENTS

2000—Subsec. (d)(10)(C). Pub. L. 106–569 added subpar.
(C).

Subsecs. (v), (w)(1)(B)(ii). Pub. L. 106–400 made tech-
nical amendment to references in original act which
appear in text as references to section 11302 of title 42.

1999—Subsec. (a)(4)(B). Pub. L. 106–102, § 117, sub-
stituted ‘‘to benefit any shareholder or affiliate (other
than an insured depository institution that receives as-
sistance in accordance with the provisions of this chap-
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ter) of’’ for ‘‘to benefit any shareholder of’’ in introduc-
tory provisions.

Subsec. (a)(5). Pub. L. 106–102, § 736(b)(2), amended
Pub. L. 104–208, § 2704(d)(4), (6)(C). See 1996 Amendment
notes below.

Subsec. (a)(6). Pub. L. 106–102, § 736(b)(2)(B), amended
Pub. L. 104–208, § 2704(d)(6)(C)(i). See 1996 Amendment
note below.

Subsec. (a)(6)(L). Pub. L. 106–102, § 736(a), struck out
heading and text of subpar. (L). Text read as follows:

‘‘(i) ESTABLISHMENT.—If, on January 1, 1999, the re-
serve ratio of the Savings Association Insurance Fund
exceeds the designated reserve ratio, there is estab-
lished a Special Reserve of the Savings Association In-
surance Fund, which shall be administered by the Cor-
poration and shall be invested in accordance with sec-
tion 1823(a) of this title.

‘‘(ii) AMOUNTS IN SPECIAL RESERVE.—If, on January 1,
1999, the reserve ratio of the Savings Association Insur-
ance Fund exceeds the designated reserve ratio, the
amount by which the reserve ratio exceeds the des-
ignated reserve ratio shall be placed in the Special Re-
serve of the Savings Association Insurance Fund estab-
lished by clause (i).

‘‘(iii) LIMITATION.—The Corporation shall not provide
any assessment credit, refund, or other payment from
any amount in the Special Reserve of the Savings Asso-
ciation Insurance Fund.

‘‘(iv) EMERGENCY USE OF SPECIAL RESERVE.—Notwith-
standing clause (iii), the Corporation may, in its sole
discretion, transfer amounts from the Special Reserve
of the Savings Association Insurance Fund to the Sav-
ings Association Insurance Fund for the purposes set
forth in paragraph (4), only if—

‘‘(I) the reserve ratio of the Savings Association In-
surance Fund is less than 50 percent of the designated
reserve ratio; and

‘‘(II) the Corporation expects the reserve ratio of
the Savings Association Insurance Fund to remain at
less than 50 percent of the designated reserve ratio
for each of the next 4 calendar quarters.
‘‘(v) EXCLUSION OF SPECIAL RESERVE IN CALCULATING

RESERVE RATIO.—Notwithstanding any other provision
of law, any amounts in the Special Reserve of the Sav-
ings Association Insurance Fund shall be excluded in
calculating the reserve ratio of the Savings Association
Insurance Fund.’’

Subsec. (a)(7), (8). Pub. L. 106–102, § 736(b)(2)(B), (C),
amended Pub. L. 104–208, § 2704(d)(6)(C). See 1996 Amend-
ment notes below.

1996—Subsec. (a)(4). Pub. L. 104–208, § 2704(d)(1)(C),
which directed substitution of ‘‘Establishment of the
Deposit Insurance Fund’’ for ‘‘General provisions relat-
ing to funds’’ in heading, was not executed. See Effec-
tive Date of 1996 Amendment note below.

Subsec. (a)(4)(A) to (C). Pub. L. 104–208, § 2704(d)(1)(A),
(B), (2), which directed striking out subpar. (A), redes-
ignating subpar. (B) as (C) and substituting ‘‘Deposit
Insurance Fund’’ for ‘‘Bank Insurance Fund and the
Savings Association Insurance Fund’’ in introductory
provisions, and adding new subpars. (A) and (B), was
not executed. See Effective Date of 1996 Amendment
note below.

Subsec. (a)(4)(D). Pub. L. 104–208, § 2704(d)(3), which di-
rected adding subpar. (D), was not executed. See Effec-
tive Date of 1996 Amendment note below.

Subsec. (a)(5). Pub. L. 104–208, § 2704(d)(6)(C), as
amended by Pub. L. 106–102, § 736(b)(2)(B), (C), which di-
rected striking out par. (5) and redesignating par. (8) as
(5), was not executed. See Effective Date of 1996 Amend-
ment note below.

Pub. L. 104–208, § 2704(d)(4), which directed general
amendment of par. (5), was repealed by Pub. L. 106–102,
§ 736(b)(2)(A).

Subsec. (a)(6). Pub. L. 104–208, § 2704(d)(6)(C)(i), as
amended by Pub. L. 106–102, § 736(b)(2)(B), which di-
rected striking out par. (6), was not executed. See Ef-
fective Date of 1996 Amendment note below.

Subsec. (a)(6)(L). Pub. L. 104–208, § 2705, added subpar.
(L).

Subsec. (a)(7), (8). Pub. L. 104–208, § 2704(d)(6)(C), as
amended by Pub. L. 106–102, § 736(b)(2)(B), (C), which di-
rected striking out par. (7) and redesignating par. (8) as
(5), was not executed. See Effective Date of 1996 Amend-
ment note below.

Subsec. (d)(20). Pub. L. 104–208, § 2602, added par. (20).
Subsec. (f)(1). Pub. L. 104–208, § 2704(d)(14)(H), which

directed substitution of a period for ‘‘, except that—’’
and subpars. (A) and (B), was not executed. See Effec-
tive Date of 1996 Amendment note below.

Subsec. (i)(3). Pub. L. 104–208, § 2704(d)(14)(I), which di-
rected striking out subpar. (B) and redesignating sub-
par. (C) as (B) and substituting ‘‘subparagraph (A)’’ for
‘‘subparagraphs (A) and (B)’’, was not executed. See Ef-
fective Date of 1996 Amendment note below.

Subsec. (t)(2)(A)(vi). Pub. L. 104–316 added cl. (vi).
1994—Subsec. (a)(4). Pub. L. 103–325, § 602(a)(21), sub-

stituted ‘‘PROVISIONS’’ for ‘‘PROVISIONS’’ in heading.
Subsec. (c)(5)(M). Pub. L. 103–325, § 411(c)(2)(A), sub-

stituted ‘‘section 5322 or 5324 of title 31’’ for ‘‘section
5322 of title 31’’.

Subsec. (d)(2)(B)(iii). Pub. L. 103–325, § 602(a)(22), sub-
stituted ‘‘are consistent’’ for ‘‘is consistent’’.

Subsec. (d)(8)(B)(ii). Pub. L. 103–325, § 602(a)(23), in-
serted ‘‘provide’’ before ‘‘a statement’’.

Subsec. (d)(14)(B). Pub. L. 103–325, § 602(a)(24), sub-
stituted ‘‘statute of limitations’’ for ‘‘statute of limita-
tion’’.

Subsec. (d)(14)(C). Pub. L. 103–328 added subpar. (C).
Subsec. (d)(16)(B)(iv). Pub. L. 103–325, § 602(a)(25), sub-

stituted ‘‘disposition’’ for ‘‘dispositions’’.
Subsec. (e)(8)(D). Pub. L. 103–394 substituted ‘‘section

741’’ for ‘‘section 741(7)’’ in cl. (ii)(I), ‘‘section 761’’ for
‘‘section 761(4)’’ in cl. (iii), ‘‘section 101’’ for ‘‘section
101(24)’’ in cl. (iv), ‘‘section 101’’ for ‘‘section 101(41)’’ in
cl. (v)(I), and ‘‘section 101’’ for ‘‘section 101(50)’’ in cl.
(viii).

Subsec. (e)(8)(D)(v)(I). Pub. L. 103–325, § 602(a)(26), sub-
stituted ‘‘title 15),’’ for ‘‘title 15,’’.

Subsec. (e)(12)(B). Pub. L. 103–325, § 602(a)(27), sub-
stituted ‘‘director’s or officer’s’’ for ‘‘directors or offi-
cers’’.

Subsec. (e)(14), (15). Pub. L. 103–325, § 325, added pars.
(14) and (15).

Subsec. (f)(3)(A). Pub. L. 103–325, § 602(a)(28), sub-
stituted ‘‘WITH’’ for ‘‘TO’’ in heading.

Subsec. (i)(3)(A). Pub. L. 103–325, § 602(a)(29), sub-
stituted ‘‘other claimant or category of claimants’’ for
‘‘other claimant or category or claimants’’ in second
sentence.

Subsec. (n)(4)(E)(i). Pub. L. 103–325, § 602(a)(30), in-
serted ‘‘and’’ at end.

Subsec. (n)(12)(A). Pub. L. 103–325, § 602(a)(31), sub-
stituted ‘‘subparagraph’’ for ‘‘subparagraphs’’.

Subsec. (q)(1). Pub. L. 103–325, § 602(a)(32), substituted
‘‘held’’ for ‘‘decided’’ in second sentence.

Subsec. (u)(3)(B). Pub. L. 103–325, § 602(a)(33), sub-
stituted ‘‘section 1831q(p) of this title’’ for ‘‘subsection
(c)(9)’’.

1993—Subsec. (a)(1)(C). Pub. L. 103–204, § 38(b), sub-
stituted ‘‘paragraph (1) or (2) of section 1817(i) of this
title or any funds described in section 1817(i)(3) of this
title’’ for ‘‘section 1817(i)(1) of this title’’.

Subsec. (a)(4). Pub. L. 103–204, § 11, substituted ‘‘PRO-
VISIONS’’ for ‘‘PROVISION’’ in heading, and amended text
generally. Prior to amendment, text read as follows:
‘‘The Bank Insurance Fund established under para-
graph (5) and the Savings Association Insurance Fund
established under paragraph (6) shall each be—

‘‘(A) maintained and administered by the Corpora-
tion;

‘‘(B) maintained separately and not commingled;
and

‘‘(C) used by the Corporation to carry out its insur-
ance purposes in the manner provided in this sub-
section.’’
Subsec. (a)(6)(D) to (F). Pub. L. 103–204, § 8(a)–(c),

amended subpars. (D) to (F) generally. Prior to amend-
ment, subpars. (D) to (F) related to the availability of
funds for administrative expenses, Treasury payments
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to the Fund, and Treasury payments to maintain the
net worth of the Fund, respectively.

Subsec. (a)(6)(G). Pub. L. 103–204, § 8(i), substituted
‘‘subparagraph (D)’’ for ‘‘subparagraphs (E) and (F)’’ in
heading and text.

Subsec. (a)(6)(H). Pub. L. 103–204, § 8(d), amended sub-
par. (H) generally. Prior to amendment, subpar. (H)
read as follows: ‘‘DISCRETIONARY RTC PAYMENTS.—If
amounts available to the Savings Association Insur-
ance Fund for purposes other than the payment of ad-
ministrative expenses are insufficient for the Savings
Association Insurance Fund to carry out the purposes
of this chapter, the Corporation may request the Reso-
lution Trust Corporation to provide, and the Thrift De-
positor Protection Oversight Board of the Resolution
Trust Corporation (in the discretion of the Thrift De-
positor Protection Oversight Board) may pay, such
amount as may be needed for such purposes.’’

Subsec. (a)(6)(J). Pub. L. 103–204, § 8(e), substituted
‘‘Subject to subparagraph (E), there are’’ for ‘‘There
are’’ and ‘‘of subparagraph (D) for fiscal years 1994
through 1998, except that the aggregate amount appro-
priated pursuant to this authorization may not exceed
$8,000,000,000.’’ for ‘‘of this paragraph, except that—

‘‘(i) the annual amount appropriated under subpara-
graph (F) shall not exceed $2,000,000,000 in either fis-
cal year 1992 or fiscal year 1993; and

‘‘(ii) the cumulative amount appropriated under
subparagraph (F) for fiscal years 1992 through 2000
shall not exceed $16,000,000,000.’’
Subsec. (a)(6)(K). Pub. L. 103–204, § 8(f), added subpar.

(K).
Subsec. (c)(6)(B)(i). Pub. L. 103–204, § 27(b)(1), sub-

stituted ‘‘such date as is determined by the Chair-
person of the Thrift Depositor Protection Oversight
Board under section 1441a(b)(3)(A)(ii) of this title’’ for
‘‘October 1, 1993’’.

Subsec. (c)(6)(B)(ii). Pub. L. 103–204, § 27(b)(2), (3), sub-
stituted ‘‘on or after the date determined by the Chair-
person of the Thrift Depositor Protection Oversight
Board under section 1441a(b)(3)(A)(ii) of this title’’ for
‘‘after September 30, 1993’’ and ‘‘before such date’’ for
‘‘on or before such date’’.

Subsec. (c)(6)(B)(iii). Pub. L. 103–204, § 27(b)(2), sub-
stituted ‘‘on or after the date determined by the Chair-
person of the Thrift Depositor Protection Oversight
Board under section 1441a(b)(3)(A)(ii) of this title’’ for
‘‘after September 30, 1993’’.

Subsec. (c)(13). Pub. L. 103–66, § 3001(b)(1), in subpar.
(A) struck out ‘‘subject to subparagraph (B),’’ before
‘‘this section shall’’ and inserted ‘‘and’’ at end, redesig-
nated subpar. (C) as (B), and struck out former subpar.
(B) which read as follows: ‘‘the Corporation shall apply
the law of the State in which the institution is char-
tered insofar as that law gives the claims of depositors
priority over those of other creditors or claimants;
and’’.

Subsec. (d)(2)(K). Pub. L. 103–204, § 3(d), inserted
‘‘legal,’’ after ‘‘auction marketing,’’ and substituted
‘‘only if’’ for ‘‘if’’ and ‘‘the most practicable’’ for ‘‘prac-
ticable’’.

Subsec. (d)(11). Pub. L. 103–66, § 3001(a), amended par.
(11) generally, substituting present provisions for
former provisions relating to distribution of assets,
which consisted of a subpar. (A) relating to subrogated
claims and claims of uninsured depositors and other
creditors and a subpar. (B) relating to distribution to
shareholders of amounts remaining after payment of
all other claims and expenses.

Subsec. (d)(14)(A)(ii). Pub. L. 103–204, 4(b), inserted
‘‘(other than a claim which is subject to section
1441a(b)(14) of this title)’’ after ‘‘any tort claim’’.

Subsec. (g)(4). Pub. L. 103–66, § 3001(b)(2), substituted
‘‘Subject to subsection (d)(11) of this section, if’’ for
‘‘If’’.

Subsec. (p). Pub. L. 103–204, § 20, in heading, sub-
stituted ‘‘CERTAIN SALES OF ASSETS PROHIBITED’’ for
‘‘CERTAIN CONVICTED DEBTORS PROHIBITED FROM PUR-
CHASING ASSETS’’, added par. (1), redesignated former
pars. (1) and (2) as pars. (2) and (3), respectively, in par.

(2) substituted ‘‘paragraph (3)’’ for ‘‘paragraph (2)’’ and
‘‘person’’ for ‘‘individual’’, in par. (3) substituted
‘‘Paragraphs (1) and (2)’’ for ‘‘Paragraph (1)’’ and ‘‘per-
son’’ for ‘‘individual’’, wherever appearing, and added
par. (4).

Subsec. (u). Pub. L. 103–204, § 15(b), added subsec. (u).
Subsec. (v). Pub. L. 103–204, § 16(b), added subsec. (v).
Subsec. (w). Pub. L. 103–204, § 17(b), added subsec. (w).
1992—Subsec. (c)(5)(M). Pub. L. 102–550, § 1501(a), added

subpar. (M).
Subsec. (c)(6)(B). Pub. L. 102–550, § 1611(b)(2), sub-

stituted ‘‘subparagraph (A) or (C) of section 1464(d)(2) of
this title’’ for ‘‘subparagraph (C) or (F) of section
1464(d)(2) of this title’’.

Pub. L. 102–550, § 1611(b)(1), substituted ‘‘subparagraph
(C) or (F) of section 1464(d)(2) of this title’’ for ‘‘section
1464(d)(2)(C) of this title’’.

Subsec. (d)(2)(B), (E). Pub. L. 102–550, § 1604(c)(2), made
technical amendment to reference to section 1831q of
this title to reflect change in reference to correspond-
ing section of original act.

Subsec. (d)(4)(A). Pub. L. 102–550, § 1606(c), substituted
‘‘determination’’ for ‘‘determinations’’ after ‘‘adminis-
trative’’.

Subsec. (d)(5)(D)(iii)(I). Pub. L. 102–550, § 1603(e)(1),
substituted ‘‘insured depository institution’’ for ‘‘insti-
tution described in paragraph (3)(A)’’.

Subsec. (t). Pub. L. 102–550, § 1544, added subsec. (t).
1991—Subsec. (a)(1). Pub. L. 102–242, § 311(b)(1), added

par. (1) and struck out former par. (1) which read as fol-
lows: ‘‘The Corporation shall insure the deposits of all
insured depository institutions as provided in this
chapter. The maximum amount of the insured deposit
of any depositor shall be $100,000.’’

Subsec. (a)(2)(A). Pub. L. 102–242, § 311(b)(5)(B), in clos-
ing provisions, substituted ‘‘such depositor shall, for
the purpose of determining the amount of insured de-
posits under this subsection, be deemed a depositor in
such custodial capacity separate and distinct from any
other officer, employee, or agent of the United States
or any public unit referred to in clause (ii), (iii), (iv), or
(v) and the deposit of any such depositor shall be in-
sured in an amount not to exceed $100,000 per account’’
for ‘‘his deposit shall be insured’’ before ‘‘in an amount
not to exceed $100,000 per account.’’

Subsec. (a)(2)(B). Pub. L. 102–242, § 311(b)(5)(C), sub-
stituted ‘‘(B)’’ for ‘‘(b)’’ as subpar. designation.

Subsec. (a)(3). Pub. L. 102–242, § 311(b)(2), amended par.
(3) generally. Prior to amendment, par. (3) read as fol-
lows: ‘‘Notwithstanding any limitation in this chapter
or in any other provision of law relating to the amount
of deposit insurance available for the account of any
one depositor, time and savings deposits in an insured
depository institution made pursuant to a pension or
profit-sharing plan described in section 401(d) of title
26, or made in the form of individual retirement ac-
counts as described in section 408(a) of title 26, shall be
insured in the amount of $100,000 per account. As to any
plan qualifying under section 401(d) or section 408(a) of
title 26, the term ‘per account’ means the present vest-
ed and ascertainable interest of each beneficiary under
the plan, excluding any remainder interest created by,
or as a result of, the plan.’’

Subsec. (a)(6)(E). Pub. L. 102–233, § 202(a), substituted
‘‘1993’’ for ‘‘1992’’ and ‘‘2000’’ for ‘‘1999’’.

Subsec. (a)(6)(J). Pub. L. 102–233, § 202(b), substituted
‘‘1992’’ for ‘‘1991’’ and ‘‘1993’’ for ‘‘1992’’ in cl. (i), and
‘‘1992’’ for ‘‘1991’’ and ‘‘2000’’ for ‘‘1999’’ in cl. (ii).

Subsec. (a)(8). Pub. L. 102–242, § 311(a)(1), added par.
(8).

Subsec. (c)(5). Pub. L. 102–242, § 133(a), amended par.
(5) generally, revising and restating as subpars. (A) to
(L) provisions of former subpars. (A) to (H).

Subsec. (c)(6)(B). Pub. L. 102–233, § 102, amended sub-
par. (B) generally. Prior to amendment, subpar. (B)
read as follows: ‘‘Whenever the Director of the Office of
Thrift Supervision appoints a receiver under the provi-
sions of section 1464(d)(2)(C) of this title for the purpose
of liquidation or winding up any savings association’s
affairs—
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‘‘(i) during the 3-year period beginning on August 9,
1989, the Resolution Trust Corporation shall be ap-
pointed; and

‘‘(ii) after the end of the 3-year period referred to in
clause (i), the Corporation shall be appointed.’’
Subsec. (c)(9). Pub. L. 102–242, § 133(e), amended par.

(9) generally. Prior to amendment, par. (9) read as fol-
lows: ‘‘In any case in which the Corporation is ap-
pointed conservator or receiver pursuant to paragraph
(4) or (6)—

‘‘(A) the provisions of this section shall be applica-
ble to the Corporation, as conservator or receiver of
any insured State depository institution in the same
manner and to the same extent as if such institution
were a Federal depository institution for which the
Corporation had been appointed conservator or re-
ceiver; and

‘‘(B) the Corporation as receiver of any insured
State depository institution may—

‘‘(i) liquidate such institution in an orderly man-
ner; and

‘‘(ii) make such other disposition of any matter
concerning such institution as the Corporation de-
termines is in the best interests of the institution,
the depositors of such institution, and the Corpora-
tion.’’

Subsec. (c)(10) to (13). Pub. L. 102–242, § 133(e), added
pars. (10) to (13).

Subsec. (d)(2)(B). Pub. L. 102–242, § 241(c)(1)(A), in-
serted ‘‘(subject to the provisions of section 1831q of
this title)’’ before comma in introductory provisions.

Subsec. (d)(2)(E). Pub. L. 102–242, § 241(c)(1)(B), in-
serted ‘‘(subject to the provisions of section 1831q of
this title)’’ before first comma.

Subsec. (d)(2)(K). Pub. L. 102–242, § 426, added subpar.
(K).

Subsec. (d)(3)(A). Pub. L. 102–242, § 161(a)(1), sub-
stituted ‘‘paragraph (4)’’ for ‘‘paragraph (4)(A)’’.

Subsec. (d)(4). Pub. L. 102–242, § 416, amended par. (4)
generally. Prior to amendment, par. (4) read as follows:
‘‘The Corporation may prescribe regulations regarding
the allowance or disallowance of claims by the receiver
and providing for administrative determination of
claims and review of such determination.’’

Subsec. (d)(5)(D). Pub. L. 102–242, § 141(b), amended
subpar. (D) generally. Prior to amendment, subpar. (D)
read as follows: ‘‘The receiver may disallow any portion
of any claim by a creditor or claim of security, pref-
erence, or priority which is not proved to the satisfac-
tion of the receiver.’’

Subsec. (d)(11)(B). Pub. L. 102–242, § 161(a)(2), sub-
stituted ‘‘paragraph (15)(B)’’ for ‘‘paragraph (14)(C)’’.

Subsec. (d)(13)(E). Pub. L. 102–242, § 123(a), added sub-
par. (E).

Subsec. (e)(3)(C)(ii), (4)(B)(iii). Pub. L. 102–242,
§ 161(a)(3), (4), substituted ‘‘subsection (i)’’ for ‘‘sub-
section (k)’’.

Subsec. (e)(8)(A), (E). Pub. L. 102–242, § 161(a)(5), sub-
stituted ‘‘subsection (d)(9) of this section’’ for ‘‘sub-
sections (d)(9) and (i)(4)(I) of this section’’.

Subsec. (h). Pub. L. 102–242, § 141(d)(2), substituted
‘‘RESOLUTION’’ for ‘‘LIQUIDATION’’ in heading.

Subsec. (h)(4). Pub. L. 102–242, § 141(d)(1), added par.
(4).

Subsec. (i)(3)(A). Pub. L. 102–242, § 161(e), substituted
‘‘Notwithstanding any other provision of Federal or
State law, or the constitution of any State, the’’ for
‘‘The’’.

Subsec. (n)(9). Pub. L. 102–242, § 161(a)(6), substituted
‘‘paragraphs (11) and (12)’’ for ‘‘paragraphs (11) and
(13)’’.

Subsec. (n)(11)(D). Pub. L. 102–242, § 161(a)(7), sub-
stituted ‘‘paragraph (9)’’ for ‘‘paragraph (8)’’.

Subsec. (s). Pub. L. 102–242, § 446, added subsec. (s).
1990—Subsec. (d)(2)(I), (J). Pub. L. 101–647, § 2534(a),

added subpar. (I) and redesignated former subpar. (I) as
(J).

Subsec. (d)(17). Pub. L. 101–647, § 2528(a), added par.
(17).

Subsec. (d)(18), (19). Pub. L. 101–647, § 2521(a)(1), added
pars. (18) and (19).

Subsec. (p). Pub. L. 101–647, § 2526(a), added subsec. (p).
Subsec. (q). Pub. L. 101–647, § 2527, added subsec. (q).
Subsec. (r). Pub. L. 101–647, § 2532(b), added subsec. (r).
1989—Subsec. (a)(1). Pub. L. 101–73, § 211(1), added par.

(1) and struck out former par. (1) which read as follows:
‘‘The Temporary Federal Deposit Insurance Fund and
the Fund for Mutuals heretofore created pursuant to
the provisions of section 12B of the Federal Reserve
Act, as amended, are consolidated into a Permanent In-
surance Fund for insuring deposits, and the assets
therein shall be held by the Corporation for the uses
and purposes of the Corporation: Provided, That the ob-
ligations to and rights of the Corporation, depositors,
banks, and other persons arising out of any event or
transaction prior to September 21, 1950, shall remain
unimpaired. On and after August 23, 1935, the Corpora-
tion shall insure the deposits of all insured banks as
provided in this chapter: Provided further, That the in-
surance shall apply only to deposits of insured banks
which have been made available since March 10, 1933,
for withdrawal in the usual course of the banking busi-
ness: Provided further, That if any insured bank shall,
without the consent of the Corporation, release or mod-
ify restrictions on or deferments of deposits which had
not been made available for withdrawal in the usual
course of the banking business on or before August 23,
1935, such deposits shall not be insured. Except as pro-
vided in paragraph (2), the maximum amount of the in-
sured deposit of any depositor shall be $100,000.’’

Subsec. (a)(2)(A). Pub. L. 101–73, § 201(a), substituted
‘‘insured depository institution’’ for ‘‘insured bank’’
wherever appearing.

Subsec. (a)(2)(B). Pub. L. 101–73, § 211(2), struck out
‘‘time and savings’’ after ‘‘deposited in’’.

Pub. L. 101–73, § 201(a), substituted ‘‘insured deposi-
tory institution’’ for ‘‘insured bank’’.

Subsec. (a)(3). Pub. L. 101–73, § 201(a), substituted ‘‘in-
sured depository institution’’ for ‘‘insured bank’’.

Subsec. (a)(4) to (7). Pub. L. 101–73, § 211(3), added pars.
(4) to (7).

Subsec. (b). Pub. L. 101–73, § 201(a), substituted ‘‘in-
sured depository institution’’ for ‘‘insured bank’’.

Subsec. (c). Pub. L. 101–73, § 212(a), added subsec. (c)
and struck out former subsec. (c) which related to Cor-
poration as receiver.

Subsec. (d). Pub. L. 101–73, § 212(a), added subsec. (d)
and struck out former subsec. (d) which related to pow-
ers and duties of Corporation as receiver.

Subsec. (e). Pub. L. 101–73, § 212(a), added subsec. (e)
and struck out former subsec. (e) which related to Cor-
poration as receiver of State banks.

Subsec. (f). Pub. L. 101–73, § 212(a), added subsec. (f)
and struck out former subsec. (f) which related to pay-
ment of insured deposits of closed insured bank or in-
sured branch of a foreign bank.

Subsec. (g). Pub. L. 101–73, § 212(a), added subsec. (g)
and struck out former subsec. (g) which related to sub-
rogation rights of Corporation in the case of a closed
national bank, insured branch of a foreign bank, Dis-
trict bank, or closed insured Federal savings bank.

Subsec. (h). Pub. L. 101–73, § 212(a), added subsec. (h)
and struck out former subsec. (h) which related to or-
ganization, etc., of new national banks upon closing of
insured banks. See subsec. (m) of this section.

Subsec. (i). Pub. L. 101–73, § 212(a), added subsec. (i)
and struck out former subsec. (i) which related to es-
tablishment, etc., of bridge banks. See subsec. (n) of
this section.

Subsec. (j). Pub. L. 101–73, § 212(a), added subsec. (j)
and struck out former subsec. (j) which related to con-
ditions applicable to liquidation proceedings.

Subsecs. (k), (l). Pub. L. 101–73, § 212(a), added subsecs.
(k) and (l).

Subsec. (m). Pub. L. 101–73, § 213, added subsec. (m).
Subsec. (n). Pub. L. 101–73, § 214, added subsec. (n).
Subsec. (o). Pub. L. 101–73, § 909, added subsec. (o).
1987—Subsec. (h). Pub. L. 100–86, § 503(a)(1), (2), des-

ignated existing provisions as par. (1) and redesignated
former subsecs. (i) to (l) as pars. (2) to (5), respectively.

Subsec. (i). Pub. L. 100–86, § 503(a)(2), (3), added subsec.
(i). Former subsec. (i) redesignated subsec. (h)(2) of this
section.
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Subsec. (j). Pub. L. 100–86, §§ 503(a)(2), 507, added sub-
sec. (j). Former subsec. (j) redesignated subsec. (h)(3) of
this section.

Subsecs. (k), (l). Pub. L. 100–86, § 503(a)(2), redesig-
nated subsecs. (k) and (l) as pars. (4) and (5), respec-
tively, of subsec. (h).

1986—Subsec. (a)(3). Pub. L. 99–514 substituted ‘‘Inter-
nal Revenue Code of 1986’’ for ‘‘Internal Revenue Code
of 1954’’ wherever appearing, which for purposes of codi-
fication was translated as ‘‘title 26’’ thus requiring no
change in text.

1982—Subsec. (c). Pub. L. 97–320, § 113(j), inserted pro-
vision relating to appointment of Corporation as re-
ceiver for an insured Federal savings bank by Federal
Home Loan Bank Board.

Subsec. (g). Pub. L. 97–320, § 113(k), inserted ‘‘or closed
insured Federal savings bank,’’ after ‘‘foreign bank, or
District bank,’’.

1981—Subsec. (a)(2)(A)(iv). Pub. L. 97–110 inserted
‘‘the Trust Territory of the Pacific Islands,’’ after ‘‘Vir-
gin Islands, American Samoa,’’ and ‘‘of the Trust Terri-
tory of the Pacific Islands,’’ after ‘‘of American
Samoa,’’.

1980—Subsec. (a)(1). Pub. L. 96–221, § 308(a)(1)(C), sub-
stituted ‘‘$100,000’’ for ‘‘$40,000’’.

Subsec. (i). Pub. L. 96–221, § 308(a)(1)(D), substituted
‘‘$100,000’’ for ‘‘$40,000’’.

1979—Subsec. (a)(2)(A)(v). Pub. L. 96–153 added cl. (v).
1978—Subsec. (a)(3). Pub. L. 95–630 added par. (3).
Subsec. (c). Pub. L. 95–369, § 6(c)(17), inserted ‘‘insured

Federal branch of a foreign bank’’ after ‘‘any insured
national bank’’.

Subsec. (e). Pub. L. 95–369, § 6(c)(18), (19), inserted ‘‘or
any insured branch (other than a Federal branch) of a
foreign bank’’ after ‘‘(except a District bank)’’, and
substituted ‘‘such insured State bank or insured branch
of a foreign bank’’ for ‘‘such insured State bank’’.

Subsec. (f). Pub. L. 95–369, § 6(c)(20), inserted ‘‘or in-
sured branch of a foreign bank’’ after ‘‘Whenever an in-
sured bank’’.

Subsec. (g). Pub. L. 95–369, § 6(c)(21), (22), inserted ‘‘in-
sured branch of a foreign bank’’ after ‘‘In the case of a
closed national bank’’, and substituted ‘‘In the case of
any closed insured bank or closed insured branch of a
foreign bank, such subrogation’’ for ‘‘In the case of any
closed insured bank, such subrogation’’.

1974—Subsec. (a). Pub. L. 93–495, §§ 101(a)(3), 102(a)(3),
redesignated existing provisions as par. (1), inserted ex-
ception relating to applicability of par. (2), substituted
‘‘$40,000’’ for ‘‘$20,000’, and added par. (2).

Subsec. (i). Pub. L. 93–495, § 102(a)(4), substituted
‘‘$40,000’’ for ‘‘$20,000’’.

1969—Subsec. (a). Pub. L. 91–151, § 7(a)(3), substituted
$20,000 for $15,000 in last sentence.

Subsec. (i). Pub. L. 91–151, § 7(a)(4), substituted $20,000
for $15,000 in fifth sentence.

1966—Subsec. (a). Pub. L. 89–695, § 301(c), substituted
in last sentence ‘‘$15,000’’ for ‘‘$10,000’’ and struck out
‘‘: And provided further, That in the case of banks clos-
ing prior to September 21, 1950, the maximum amount
of the insured deposit of any depositor shall be $5,000’’.

Subsec. (i). Pub. L. 89–695, § 301(d), substituted
‘‘$15,000’’ for ‘‘$10,000’’ in fifth sentence.

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

Oversight Board redesignated Thrift Depositor Pro-
tection Oversight Board, effective Feb. 1, 1992, see sec-

tion 302(a) of Pub. L. 102–233, set out as a note under
section 1441a of this title. Thrift Depositor Protection
Oversight Board abolished, see section 14(a)–(d) of Pub.
L. 105–216, set out as a note under section 1441a of this
title.

EFFECTIVE DATE OF 1999 AMENDMENT

Amendment by section 117 of Pub. L. 106–102 effective
120 days after Nov. 12, 1999, see section 161 of Pub. L.
106–102, set out as a note under section 24 of this title.

Pub. L. 106–102, title VII, § 736(c), Nov. 12, 1999, 113
Stat. 1479, provided that: ‘‘This section [amending this
section and provisions set out as a note under this sec-
tion] and the amendments made by this section shall
become effective on the date of the enactment of this
Act [Nov. 12, 1999].’’

EFFECTIVE DATE OF 1996 AMENDMENT

Section 2704(c) of div. A of Pub. L. 104–208 provided
that: ‘‘This section [amending this section and sections
24, 338a, 347b, 1431, 1441a, 1441b, 1464, 1467a, 1723i,
1735f–14, 1813, 1815 to 1817, 1821a, 1823 to 1825, 1827, 1828,
1831a, 1831e, 1831m, 1831o, 1833a, 1834, 1841, and 3341 of
this title and section 905 of Title 2, The Congress, re-
pealing section 1831h of this title, and enacting provi-
sions set out as notes under this section] and the
amendments made by this section shall become effec-
tive on January 1, 1999, if no insured depository institu-
tion is a savings association on that date.’’

EFFECTIVE DATE OF 1994 AMENDMENT

Amendment by Pub. L. 103–394 effective Oct. 22, 1994,
and not applicable with respect to cases commenced
under Title 11, Bankruptcy, before Oct. 22, 1994, see sec-
tion 702 of Pub. L. 103–394, set out as a note under sec-
tion 101 of Title 11.

EFFECTIVE DATE OF 1993 AMENDMENT

Section 3001(c) of Pub. L. 103–66 provided that: ‘‘The
amendments made by this section [amending this sec-
tion] shall apply with respect to insured depository in-
stitutions for which a receiver is appointed after the
date of the enactment of this Act [Aug. 10, 1993].’’

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by section 1501(a) of Pub. L. 102–550 effec-
tive Dec. 20, 1992, see section 1501(c) of Pub. L. 102–550,
set out as a note under section 1786 of this title.

Amendment by sections 1603(e)(1), 1604(c)(2), and
1606(c) of Pub. L. 102–550 effective as if included in the
Federal Deposit Insurance Corporation Improvement
Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, except
that where amendment is to any provision of law added
or amended by Pub. L. 102–242 effective after Dec. 19,
1992, then amendment by Pub. L. 102–550 effective on ef-
fective date of amendment by Pub. L. 102–242, see sec-
tion 1609 of Pub. L. 102–550, set out as a note under sec-
tion 191 of this title.

Section 1611(b)(2) of Pub. L. 102–550 provided that the
amendment made by that section is effective one year
after Dec. 19, 1991.

EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by section 133(a), (e) of Pub. L. 102–242 ef-
fective 1 year after Dec. 19, 1991, see section 133(g) of
Pub. L. 102–242, set out as a note under section 191 of
this title.

Section 311(c) of Pub. L. 102–242 provided that:
‘‘(1) IN GENERAL.—Except as provided in paragraph (2),

the amendments made by subsection (a) and paragraphs
(2) and (3) of subsection (b) [amending this section and
section 1817 of this title] shall take effect at the end of
the 2-year period beginning on the date of the enact-
ment of this Act [Dec. 19, 1991].

‘‘(2) APPLICATION TO TIME DEPOSITS.—
‘‘(A) CERTAIN DEPOSITS EXCLUDED.—Except with re-

spect to the amendment referred to in paragraph (3),
the amendments made by subsections (a) and (b)
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[amending this section and sections 1813 and 1817 of
this title] shall not apply to any time deposit which—

‘‘(i) was made before the date of enactment of this
Act [Dec. 19, 1991]; and

‘‘(ii) matures after the end of the 2-year period re-
ferred to in paragraph (1).
‘‘(B) ROLLOVERS AND RENEWALS TREATED AS NEW DE-

POSIT.—Any renewal or rollover of a time deposit de-
scribed in subparagraph (A) after the date of the en-
actment of this Act shall be treated as a new deposit
which is not described in such subparagraph.
‘‘(3) EFFECTIVE DATE FOR AMENDMENT RELATING TO

CERTAIN EMPLOYEE PLANS.—
‘‘(A) Section 11(a)(1)(B) of the Federal Deposit In-

surance Act [12 U.S.C. 1821(a)(1)(B)] (as amended by
subsection (b)(1) of this section) shall take effect on
the earlier of—

‘‘(i) the date of the enactment of this Act [Dec. 19,
1991]; or

‘‘(ii) January 1, 1992.
‘‘(B) Section 11(a)(3)(A) of the Federal Deposit In-

surance Act (as amended by subsection (b)(2) of this
section) shall take effect on the earlier of the dates
described in clauses (i) and (ii) of subparagraph (A)
with respect to plans described in clause (ii) of such
section.’’

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96–221 effective Mar. 31, 1980,
see section 308(e) of Pub. L. 96–221, set out as a note
under section 1817 of this title.

Amendment by section 308(a)(1) of Pub. L. 96–221 not
applicable to any claim arising out of the closing of a
bank prior to the effective date of section 308 of Pub L.
96–221, see section 308(a)(2) of Pub. L. 96–221, set out as
a note under section 1813 of this title.

EFFECTIVE DATE OF 1979 AMENDMENT

Amendment by Pub. L. 96–153 applicable only to
claims arising after Dec. 21, 1979, with respect to a clos-
ing of a bank, etc., see section 323(e) of Pub. L. 96–153,
set out as an Effective and Termination Dates of 1979
Amendment note under section 1757 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective Nov. 10, 1978,
see section 1402 of Pub. L. 95–630, set out as a note
under section 1787 of this title.

EFFECTIVE DATE OF 1974 AMENDMENT

Amendment by sections 101(a)(3) and 102(a)(3), (4) of
Pub. L. 93–495 effective on thirtieth day beginning after
Oct. 28, 1974, and amendment by section 102(a)(3), (4) of
Pub. L. 93–495 not applicable to any claim arising out
of the closing of any bank prior to such effective date,
see sections 101(g) and 102(a)(3), (4) of Pub. L. 93–495, set
out as a note under section 1813 of this title.

EFFECTIVE DATE OF 1969 AMENDMENT

Amendment by Pub. L. 91–151 not applicable to any
claim arising out of the closing of a bank where such
closing took place prior to Dec. 23, 1969, see section 7(b)
of Pub. L. 91–151, set out as a note under section 1813 of
this title.

EFFECTIVE DATE OF 1966 AMENDMENT

Amendment by Pub. L. 89–695 not applicable to any
claim arising out of the closing of a bank where such
closing is prior to Oct. 16, 1966, see section 301(e) of Pub.
L. 89–695, set out as a note under section 1813 of this
title.

REGULATIONS

Section 311(b)(4) of Pub. L. 102–242 provided that:
‘‘(A) REVIEW OF COVERAGE.—For the purpose of pre-

scribing regulations, during the 1-year period beginning
on the date of the enactment of this Act [Dec. 19, 1991],
the Board of Directors shall review the capacities and

rights in which deposit accounts are maintained and
for which deposit insurance coverage is provided by the
Corporation.

‘‘(B) REGULATIONS.—After the end of the 1-year period
referred to in subparagraph (A), the Board of Directors
may prescribe regulations that provide for separate in-
surance coverage for the different capacities and rights
in which deposit accounts are maintained if a deter-
mination is made by the Board of Directors that such
separate insurance coverage is consistent with—

‘‘(i) the purpose of protecting small depositors and
limiting the undue expansion of deposit insurance
coverage; and

‘‘(ii) the insurance provisions of the Federal De-
posit Insurance Act [12 U.S.C. 1811 et seq.].
‘‘(C) DELAYED EFFECTIVE DATE FOR REGULATIONS.—No

regulation prescribed under subparagraph (B) may take
effect before the 2-year period beginning on the date of
the enactment of this Act [Dec. 19, 1991].’’

TERMINATION OF TRUST TERRITORY OF THE PACIFIC
ISLANDS

For termination of Trust Territory of the Pacific Is-
lands, see note set out preceding section 1681 of Title
48, Territories and Insular Possessions.

MERGER OF BIF AND SAIF

Pub. L. 104–208, div. A, title II, § 2704(a), (b), Sept. 30,
1996, 110 Stat. 3009–486, as amended by Pub. L. 106–102,
title VII, § 736(b)(1), Nov. 12, 1999, 113 Stat. 1479, pro-
vided that the Bank Insurance Fund and the Savings
Association Insurance Fund were to be merged into the
Deposit Insurance Fund, that all assets and liabilities
of the Bank Insurance Fund and the Savings Associa-
tion Insurance Fund were to be transferred to the De-
posit Insurance Fund, and that the separate existence
of the Bank Insurance Fund and the Savings Associa-
tion Insurance Fund was to cease. See Effective Date of
1996 Amendment note above.

GAO REPORT

Section 8(g) of Pub. L. 103–204 provided that: ‘‘Not
later than 60 days after receipt of any certification sub-
mitted pursuant to subparagraph (E) or (F) of section
11(a)(6) of the Federal Deposit Insurance Act [12 U.S.C.
1821(a)(6)], the Comptroller General shall transmit a re-
port to the Congress evaluating any such certifi-
cation.’’

SINGLE AGENCY FOR REAL PROPERTY DISPOSITION

Section 26(b) of Pub. L. 103–204 provided that:
‘‘(1) STUDY.—The Comptroller General of the United

States shall conduct a study to determine the feasibil-
ity and effectiveness of establishing a single Federal
agency responsible for selling and otherwise disposing
of real property owned or held by the Department of
Housing and Urban Development, the Farmers Home
Administration of the Department of Agriculture, the
Federal Deposit Insurance Corporation, and the Resolu-
tion Trust Corporation. The study shall examine the
real property disposition procedures of such agencies
and corporations, analyze the feasibility of consolidat-
ing such procedures through such single agency, and
determine the characteristics and authority necessary
for any such single agency to efficiently carry out such
disposition activities.

‘‘(2) REPORT.—Not later than 12 months after the date
of enactment of this Act [Dec. 17, 1993], the Comptroller
General shall submit a report to the Congress on the
study required under paragraph (1), which shall de-
scribe any findings under the study and contain any
recommendations of the Comptroller General for the
establishment of such single agency.’’

EXEMPTIONS FOR CERTAIN TRANSACTIONS

Section 37 of Pub. L. 103–204 provided that:
‘‘(a) TRANSACTIONS INVOLVING CERTAIN INSTITU-

TIONS.—Section 11(a)(4)(B) of the Federal Deposit Insur-
ance Act [12 U.S.C. 1821(a)(4)(B)] shall not prohibit as-
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sistance from the Bank Insurance Fund that otherwise
meets all the criteria established in section 13(c) of
such Act [12 U.S.C. 1823(c)] from being provided to an
insured depository institution that became wholly-
owned, either directly or through a wholly-owned sub-
sidiary, by an entity or instrumentality of a State gov-
ernment during the period beginning on January 1,
1992, and ending on the date of enactment of this Act
[Dec. 17, 1993].

‘‘(b) TRANSACTIONS INVOLVING THE FDIC AS RE-
CEIVER.—Notwithstanding the extension, pursuant to
section 27 [12 U.S.C. 1831d], of the Resolution Trust Cor-
poration’s jurisdiction to be appointed conservator or
receiver of certain savings associations after Septem-
ber 30, 1993, no provision of this Act [see Short Title of
1993 Amendment note set out under section 1421 of this
title] or any amendment made by this Act shall invali-
date or otherwise affect—

‘‘(1) any appointment of the Federal Deposit Insur-
ance Corporation as receiver for any savings associa-
tion that became effective before the date of enact-
ment of this Act; or

‘‘(2) any action taken by the Federal Deposit Insur-
ance Corporation as such receiver before, on, or after
such date of enactment.’’

INFORMATIONAL STUDY

Section 311(d) of Pub. L. 102–242 provided that:
‘‘(1) IN GENERAL.—The Federal Deposit Insurance Cor-

poration, in conjunction with such consultants and
technical experts as the Corporation determines to be
appropriate, shall conduct a study of the cost and fea-
sibility of tracking the insured and uninsured deposits
of any individual and the exposure, under any Act of
Congress or any regulation of any appropriate Federal
banking agency, of the Federal Government with re-
spect to all insured depository institutions.

‘‘(2) ANALYSIS OF COSTS AND BENEFITS.—The study
under paragraph (1) shall include detailed, technical
analysis of the costs and benefits associated with the
least expensive way to implement the system.

‘‘(3) SPECIFIC FACTORS TO BE STUDIED.—As part of the
study under paragraph (1), the Corporation shall inves-
tigate, review, and evaluate—

‘‘(A) the data systems that would be required to
track deposits in all insured depository institutions;

‘‘(B) the reporting burdens of such tracking on indi-
vidual depository institutions;

‘‘(C) the systems which exist or which would be re-
quired to be developed to aggregate such data on an
accurate basis;

‘‘(D) the implications such tracking would have for
individual privacy; and

‘‘(E) the manner in which systems would be admin-
istered and enforced.
‘‘(4) FEDERAL RESERVE BOARD SURVEY.—As part of the

informational study required under paragraph (1), the
Board of Governors of the Federal Reserve System
shall conduct, in conjunction with other Federal de-
partments and agencies as necessary, a survey of the
ownership of deposits held by individuals including the
dollar amount of deposits held, the type of deposit ac-
counts held, and the type of financial institutions in
which the deposit accounts are held.

‘‘(5) ANALYSIS BY FDIC.—The results of the survey
under paragraph (4) shall be provided to the Federal De-
posit Insurance Corporation before the end of the 1-
year period beginning on the date of the enactment of
this Act [Dec. 19, 1991] for analysis and inclusion in the
informational study.

‘‘(6) REPORT TO CONGRESS.—Before the end of the 18-
month period beginning on the date of the enactment
of this Act, the Federal Deposit Insurance Corporation
shall submit to the Congress a report containing a de-
tailed statement of findings made and conclusions
drawn from the study conducted under this section, in-
cluding such recommendations for administrative and
legislative action as the Corporation determines to be
appropriate.’’

CONTINUATION OF HEALTH PLAN COVERAGE IN CASES OF
FAILED FINANCIAL INSTITUTIONS

Section 451 of Pub. L. 102–242, as amended by Pub. L.
102–550, title XVI, § 1606(g)(1), Oct. 28, 1992, 106 Stat. 4088,
provided that:

‘‘(a) CONTINUATION COVERAGE.—The Federal Deposit
Insurance Corporation—

‘‘(1) shall, in its capacity as a successor of a failed
depository institution (whether acting directly or
through any bridge bank), have the same obligation
to provide a group health plan meeting the require-
ments of section 602 of the Employee Retirement In-
come Security Act of 1974 [29 U.S.C. 1162] (relating to
continuation coverage requirements of group health
plans) with respect to former employees of such insti-
tution as such institution would have had but for its
failure, and

‘‘(2) shall require that any successor described in
subsection (b)(1)(B)(iii) provide a group health plan
with respect to former employees of such institution
in the same manner as the failed depository institu-
tion would have been required to provide but for its
failure.
‘‘(b) DEFINITIONS.—For purposes of this section—

‘‘(1) SUCCESSOR.—An entity is a successor of a failed
depository institution during any period if—

‘‘(A) such entity holds substantially all of the as-
sets or liabilities of such institution, and

‘‘(B) such entity is—
‘‘(i) the Federal Deposit Insurance Corporation,
‘‘(ii) any bridge bank, or
‘‘(iii) an entity that acquires such assets or li-

abilities from the Federal Deposit Insurance Cor-
poration or a bridge bank.

‘‘(2) FAILED DEPOSITORY INSTITUTION.—The term
‘failed depository institution’ means any depository
institution (as defined in section 3(c) of the Federal
Deposit Insurance Act [12 U.S.C. 1813(c)]) for which a
receiver has been appointed.

‘‘(3) BRIDGE BANK.—The term ‘bridge bank’ has the
meaning given such term by section 3(i)(2) of the Fed-
eral Deposit Insurance Act [12 U.S.C. 1812(i)(2)].
‘‘(c) NO PREMIUM COSTS IMPOSED ON FDIC.—Subsection

(a) shall not be construed as requiring the Federal De-
posit Insurance Corporation to incur, by reason of this
section, any obligation for any premium under any
group health plan referred to in such subsection.

‘‘(d) EFFECTIVE DATE.—This section shall apply to
plan years beginning on or after the date of the enact-
ment of this Act [Dec. 19, 1991], regardless of whether
the qualifying event under section 603 of the Employee
Retirement Income Security Act of 1974 [29 U.S.C. 1163]
occurred before, on, or after such date.’’

DEFINITIONS

Section 2710 of div. A of Pub. L. 104–208 provided that:
‘‘For purposes of this subtitle [subtitle G (§§ 2701–2711)
of title II of div. A of Pub. L. 104–208, see Short Title
of 1996 Amendment note set out under section 1811 of
this title], the following definitions shall apply:

‘‘(1) BANK INSURANCE FUND.—The term ‘Bank Insur-
ance Fund’ means the fund established pursuant to
section (11)(a)(5)(A) of the Federal Deposit Insurance
Act [12 U.S.C. 1821(a)(5)(A)], as that section existed on
the day before the date of enactment of this Act
[Sept. 30, 1996].

‘‘(2) BIF MEMBER, SAIF MEMBER.—The terms ‘Bank
Insurance Fund member’ and ‘Savings Association In-
surance Fund member’ have the same meanings as in
section 7(l) of the Federal Deposit Insurance Act [12
U.S.C. 1817(l)].

‘‘(3) VARIOUS BANKING TERMS.—The terms ‘bank’,
‘Board of Directors’, ‘Corporation’, ‘deposit’, ‘insured
depository institution’, ‘Federal savings association’,
‘savings association’, ‘State savings bank’, and ‘State
depository institution’ have the same meanings as in
section 3 of the Federal Deposit Insurance Act [12
U.S.C. 1813].

‘‘(4) DEPOSIT INSURANCE FUND.—The term ‘Deposit
Insurance Fund’ means the fund established under
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section 11(a)(4) of the Federal Deposit Insurance Act
[12 U.S.C. 1821(a)(4)] (as amended by section 2704(d) of
this subtitle).

‘‘(5) DEPOSITORY INSTITUTION HOLDING COMPANY.—
The term ‘depository institution holding company’
has the same meaning as in section 3 of the Federal
Deposit Insurance Act [12 U.S.C. 1813].

‘‘(6) DESIGNATED RESERVE RATIO.—The term ‘des-
ignated reserve ratio’ has the same meaning as in
section 7(b)(2)(A)(iv) of the Federal Deposit Insurance
Act [12 U.S.C. 1817(b)(2)(A)(iv)].

‘‘(7) SAIF.—The term ‘Savings Association Insur-
ance Fund’ means the fund established pursuant to
section 11(a)(6)(A) of the Federal Deposit Insurance
Act [12 U.S.C. 1821(a)(6)(A)], as that section existed on
the day before the date of enactment of this Act
[Sept. 30, 1996].

‘‘(8) SAIF-ASSESSABLE DEPOSIT.—The term ‘SAIF-
assessable deposit’—

‘‘(A) means a deposit that is subject to assess-
ment for purposes of the Savings Association Insur-
ance Fund under the Federal Deposit Insurance Act
[12 U.S.C. 1811 et seq.] (including a deposit that is
treated as insured by the Savings Association In-
surance Fund under section 5(d)(3) of the Federal
Deposit Insurance Act [12 U.S.C. 1815(d)(3)]); and

‘‘(B) includes any deposit described in subpara-
graph (A) which is assumed after March 31, 1995, if
the insured depository institution, the deposits of
which are assumed, is not an insured depository in-
stitution when the special assessment is imposed
under section 2702(a) [12 U.S.C. 1817 note].’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 191, 197, 203, 248,
1441a, 1464, 1813, 1818, 1822, 1823, 1831r–1 of this title; title
11 section 783; title 15 section 6712; title 15 section 6712;
title 18 section 1032; title 26 sections 414, 597.

§ 1821a. FSLIC Resolution Fund

(a) Established
(1) In general

There is established a separate fund to be
designated as the FSLIC Resolution Fund
which shall be managed by the Corporation
and separately maintained and not commin-
gled.
(2) Transfer of FSLIC assets and liabilities

(A) In general
Except as provided in section 1441a of this

title, all assets and liabilities of the Federal
Savings and Loan Insurance Corporation on
the day before August 9, 1989, shall be trans-
ferred to the FSLIC Resolution Fund.
(B) Additional claims on assets

The FSLIC Resolution Fund shall pay to
the Savings Association Insurance Fund
such amounts as are needed for administra-
tive and supervisory expenses from August 9,
1989, through September 30, 1992.

(3) Separate holding
Assets and liabilities transferred to the

FSLIC Resolution Fund shall be the assets and
liabilities of the Fund and not of the Corpora-
tion and shall not be consolidated with the as-
sets and liabilities of the Bank Insurance
Fund, the Savings Association Insurance
Fund, or the Corporation for accounting, re-
porting, or any other purpose.
(4) Rights, powers, and duties

Effective August 10, 1989, the Corporation
shall have all rights, powers, and duties to

carry out the Corporation’s duties with re-
spect to the assets and liabilities of the FSLIC
Resolution Fund that the Corporation other-
wise has under this chapter.

(5) Corporation as conservator or receiver
(A) In general

Effective August 10, 1989, the Corporation
shall succeed the Federal Savings and Loan
Insurance Corporation as conservator or re-
ceiver with respect to any depository insti-
tution—

(i) the accounts of which were insured
before August 10, 1989 by the Federal Sav-
ings and Loan Insurance Corporation; and

(ii) for which a conservator or receiver
was appointed before January 1, 1989.

(B) Rights, powers, and duties
When acting as conservator or receiver

with respect to any depository institution
described in subparagraph (A), the Corpora-
tion shall have all rights, powers, and duties
that the Corporation otherwise has as con-
servator or receiver under this chapter.

(b) Source of funds
The FSLIC Resolution Fund shall be funded

from the following sources to the extent funds
are needed in the listed priority:

(1) Income earned on assets of the FSLIC
Resolution Fund.

(2) Liquidating dividends and payments
made on claims received by the FSLIC Resolu-
tion Fund from receiverships to the extent
such funds are not required by the Resolution
Funding Corporation pursuant to section 1441b
of this title or the Financing Corporation pur-
suant to section 1441 of this title.

(3) Amounts borrowed by the Financing Cor-
poration pursuant to section 1441 of this title.

(4) During the period beginning on August 9,
1989, and ending on December 31, 1992, amounts
assessed against Savings Association Insur-
ance Fund members by the Corporation pursu-
ant to section 1817 of this title which are not
required by the Financing Corporation pursu-
ant to section 1441 of this title or by the Reso-
lution Funding Corporation pursuant to sec-
tion 1441b of this title.

(c) Treasury backup
(1) In general

If the funds described in subsections (a) and
(b) of this section are insufficient to satisfy
the liabilities of the FSLIC Resolution Fund,
the Secretary of the Treasury shall pay to the
Fund such amounts as may be necessary, as
determined by the Corporation and the Sec-
retary, for FSLIC Resolution Fund purposes.

(2) Authorization of appropriations
There are authorized to be appropriated to

the Secretary of the Treasury, without fiscal
year limitation, such sums as may be nec-
essary to carry out this section.

(d) Legal proceedings
Any judgment resulting from a proceeding to

which the Federal Savings and Loan Insurance
Corporation was a party prior to its dissolution
or which is initiated against the Corporation
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with respect to the Federal Savings and Loan
Insurance Corporation or with respect to the
FSLIC Resolution Fund shall be limited to the
assets of the FSLIC Resolution Fund.

(e) Transfer of net proceeds from sale of RTC as-
sets

The FSLIC Resolution Fund shall transfer to
the Resolution Funding Corporation any net
proceeds from the sale of assets acquired from
the Resolution Trust Corporation upon the ter-
mination of such Corporation pursuant to sec-
tion 1441a of this title.

(f) Dissolution
The FSLIC Resolution Fund shall be dissolved

upon satisfaction of all debts and liabilities and
sale of all assets. Upon dissolution any remain-
ing funds shall be paid into the Treasury. Any
administrative facilities and supplies, including
offices and office supplies, shall be transferred
to the Corporation for use by and to be held as
assets of the Savings Association Insurance
Fund.

(Sept. 21, 1950, ch. 967, § 2[11A], as added Pub. L.
101–73, title II, § 215, Aug. 9, 1989, 103 Stat. 252;
amended Pub. L. 102–233, title II, § 202(c), (d),
Dec. 12, 1991, 105 Stat. 1767; Pub. L. 102–242, title
I, § 161(b), Dec. 19, 1991, 105 Stat. 2285; Pub. L.
104–208, div. A, title II, § 2704(d)(14)(J)–(L), Sept.
30, 1996, 110 Stat. 3009–492.)

AMENDMENTS

1996—Subsec. (a)(2). Pub. L. 104–208, § 2704(d)(14)(J)(i),
(ii), which directed striking out subpar. (A) heading and
subpar. (B) and redesignating subpar. (A) as par. (2),
was not executed. See Effective Date of 1996 Amend-
ment note below.

Subsec. (a)(3). Pub. L. 104–208, § 2704(d)(14)(J)(iii),
which directed substitution of ‘‘the Deposit Insurance
Fund’’ for ‘‘the Bank Insurance Fund, the Savings As-
sociation Insurance Fund,’’, was not executed. See Ef-
fective Date of 1996 Amendment note below.

Subsec. (b)(4). Pub. L. 104–208, § 2704(d)(14)(K), which
directed striking out par. (4), was not executed. See Ef-
fective Date of 1996 Amendment note below.

Subsec. (f). Pub. L. 104–208, § 2704(d)(14)(L), which di-
rected substitution of ‘‘Deposit Insurance Fund’’ for
‘‘Savings Association Insurance Fund’’, was not exe-
cuted. See Effective Date of 1996 Amendment note
below.

1991—Subsec. (a)(2)(B). Pub. L. 102–233, § 202(c), sub-
stituted ‘‘1992’’ for ‘‘1991’’.

Subsec. (a)(4), (5). Pub. L. 102–242 added pars. (4) and
(5).

Subsec. (b)(4). Pub. L. 102–233, § 202(d), substituted
‘‘1992’’ for ‘‘1991’’.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–208 effective Jan. 1, 1999,
if no insured depository institution is a savings asso-
ciation on that date, see section 2704(c) of Pub. L.
104–208, set out as a note under section 1821 of this title.

PAYMENT OF JUDGMENTS AND SETTLEMENTS OF CLAIMS
AGAINST UNITED STATES

Pub. L. 106–113, div. B, § 1000(a)(1) [title I, § 110], Nov.
29, 1999, 113 Stat. 1535, 1501A–20, provided that: ‘‘Here-
after, for payments of judgments against the United
States and compromise settlements of claims in suits
against the United States arising from the Financial
Institutions Reform, Recovery and Enforcement Act
[Pub. L. 101–73, see Tables for classification] and its im-
plementation, such sums as may be necessary, to re-
main available until expended: Provided, That the fore-

going authority is available solely for payment of judg-
ments and compromise settlements: Provided further,
That payment of litigation expenses is available under
existing authority and will continue to be made avail-
able as set forth in the Memorandum of Understanding
between the Federal Deposit Insurance Corporation and
the Department of Justice, dated October 2, 1998.’’

Similar provisions were contained in Pub. L. 105–277,
div. A, § 101(b) [title I, § 130], Oct. 21, 1998, 112 Stat.
2681–50, 2681–77.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1441 of this title.

§ 1822. Corporation as receiver

(a) Bond not required; agents; fee
The Corporation as receiver of an insured de-

pository institution or branch of a foreign bank
shall not be required to furnish bond and may
appoint an agent or agents to assist it in its du-
ties as such receiver. All fees, compensation,
and expenses of liquidation and administration
shall be fixed by the Corporation, and may be
paid by it out of funds coming into its posses-
sion as such receiver.
(b) Payment of insured deposit as discharge from

liability
Payment of an insured deposit to any person

by the Corporation shall discharge the Corpora-
tion, and payment of a transferred deposit to
any person by the new bank or by an insured de-
pository institution in which a transferred de-
posit has been made available shall discharge
the Corporation and such new bank or other in-
sured depository institution, to the same extent
that payment to such person by the depository
institution in default would have discharged it
from liability for the insured deposit.
(c) Recognition of claimant not on depository in-

stitution records
Except as otherwise prescribed by the Board of

Directors, neither the Corporation nor such new
bank or other insured depository institution
shall be required to recognize as the owner of
any portion of a deposit appearing on the
records of the depository institution in default
under a name other than that of the claimant,
any person whose name or interest as such
owner is not disclosed on the records of such de-
pository institution in default as part owner of
said deposit, if such recognition would increase
the aggregate amount of the insured deposits in
such depository institution in default.
(d) Withholding payments to meet liability to de-

pository institution
The Corporation may withhold payment of

such portion of the insured deposit of any de-
positor in a depository institution in default as
may be required to provide for the payment of
any liability of such depositor to the depository
institution in default or its receiver, which is
not offset against a claim due from such deposi-
tory institution, pending the determination and
payment of such liability by such depositor or
any other person liable therefor.
(e) Disposition of unclaimed deposits

(1) Notices
(A) First notice

Within 30 days after the initiation of the
payment of insured deposits under section
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1821(f) of this title, the Corporation shall
provide written notice to all insured deposi-
tors that they must claim their deposit from
the Corporation, or if the deposit has been
transferred to another institution, from the
transferee institution.
(B) Second notice

A second notice containing this informa-
tion shall be mailed by the Corporation to
all insured depositors who have not re-
sponded to the first notice, 15 months after
the Corporation initiates such payment of
insured depositors.
(C) Address

The notices shall be mailed to the last
known address of the depositor appearing on
the records of the insured depository institu-
tion in default.

(2) Transfer to appropriate State
If an insured depositor fails to make a claim

for his, her, or its insured or transferred de-
posit within 18 months after the Corporation
initiates the payment of insured deposits
under section 1821(f) of this title—

(A) any transferee institution shall refund
the deposit to the Corporation, and all rights
of the depositor against the transferee insti-
tution shall be barred; and

(B) with the exception of United States de-
posits, the Corporation shall deliver the de-
posit to the custody of the appropriate State
as unclaimed property, unless the appro-
priate State declines to accept custody.
Upon delivery to the appropriate State, all
rights of the depositor against the Corpora-
tion with respect to the deposit shall be
barred and the Corporation shall be deemed
to have made payment to the depositor for
purposes of section 1821(g)(1) of this title.

(3) Refusal of appropriate State to accept cus-
tody

If the appropriate State declines to accept
custody of the deposit tendered pursuant to
paragraph (2)(B), the deposit shall not be de-
livered to any State, and the insured depositor
shall claim the deposit from the Corporation
before the receivership is terminated, or all
rights of the depositor with respect to such de-
posit shall be barred.

(4) Treatment of United States deposits
If the deposit is a United States deposit it

shall be delivered to the Secretary of the
Treasury for deposit in the general fund of the
Treasury. Upon delivery to the Secretary of
the Treasury, all rights of the depositor
against the Corporation with respect to the
deposit shall be barred and the Corporation
shall be deemed to have made payment to the
depositor for purposes of section 1821(g)(1) of
this title.

(5) Reversion
If a depositor does not claim the deposit de-

livered to the custody of the appropriate State
pursuant to paragraph (2)(B) within 10 years of
the date of delivery, the deposit shall be im-
mediately refunded to the Corporation and be-
come its property. All rights of the depositor

against the appropriate State with respect to
such deposit shall be barred as of the date of
the refund to the Corporation.

(6) Definitions
For purposes of this subsection—

(A) the term ‘‘transferee institution’’
means the insured depository institution in
which the Corporation has made available a
transferred deposit pursuant to section
1821(f)(1) of this title;

(B) the term ‘‘appropriate State’’ means
the State to which notice was mailed under
paragraph (1)(C), except that if the notice
was not mailed to an address that is within
a State it shall mean the State in which the
depository institution in default has its
main office; and

(C) the term ‘‘United States deposit’’
means an insured or transferred deposit for
which the deposit records of the depository
institution in default disclose that title to
the deposit is held by the United States, any
department, agency, or instrumentality of
the Federal Government, or any officer or
employee thereof in such person’s official ca-
pacity.

(f) Conflict of interest
(1) Applicability of other provisions

(A) Clarification of status of Corporation
The Corporation is, and has been since its

creation, an agency for purposes of title 18.

(B) Treatment of contractors
Any individual who, pursuant to a con-

tract or any other arrangement, performs
functions or activities of the Corporation,
under the direct supervision of an officer or
employee of the Corporation, shall be
deemed to be an employee of the Corpora-
tion for purposes of title 18 and this chapter.
Any individual who, pursuant to a contract
or any other agreement, acts for or on behalf
of the Corporation, and who is not otherwise
treated as an officer or employee of the
United States for purposes of title 18 shall be
deemed to be a public official for purposes of
section 201 of title 18.

(2) Regulations concerning employee conduct
The officers and employees of the Corpora-

tion and those individuals under contract to
the Corporation who are deemed, under para-
graph (1)(B), to be employees of the Corpora-
tion for purposes of title 18 shall be subject to
the ethics and conflict of interest rules and
regulations issued by the Office of Govern-
ment Ethics, including those concerning em-
ployee conduct, financial disclosure, and post-
employment activities. The Board of Directors
may prescribe regulations that supplement
such rules and regulations only with the con-
currence of that Office.

(3) Regulations concerning independent con-
tractors

The Board of Directors shall prescribe regu-
lations applicable to those independent con-
tractors who are not deemed, under paragraph
(1)(B), to be employees of the Corporation for
purposes of title 18 governing conflicts of in-



Page 1039 TITLE 12—BANKS AND BANKING § 1822

terest, ethical responsibilities, and the use of
confidential information consistent with the
goals and purposes of titles 18 and 41. Any such
regulations shall be in addition to, and not in
lieu of, any other statute or regulation which
may apply to the conduct of such independent
contractors.

(4) Disapproval of contractors
(A) In general

The Board of Directors shall prescribe reg-
ulations establishing procedures for ensur-
ing that any individual who is performing,
directly or indirectly, any function or serv-
ice on behalf of the Corporation meets mini-
mum standards of competence, experience,
integrity, and fitness.

(B) Prohibition from service on behalf of
Corporation

The procedures established under subpara-
graph (A) shall provide that the Corporation
shall prohibit any person who does not meet
the minimum standards of competence, ex-
perience, integrity, and fitness from—

(i) entering into any contract with the
Corporation; or

(ii) becoming employed by the Corpora-
tion or otherwise performing any service
for or on behalf of the Corporation.

(C) Information required to be submitted
The procedures established under subpara-

graph (A) shall require that any offer sub-
mitted to the Corporation by any person
under this section and any employment ap-
plication submitted to the Corporation by
any person shall include—

(i) a list and description of any instance
during the 5 years preceding the submis-
sion of such application in which the per-
son or a company under such person’s con-
trol defaulted on a material obligation to
an insured depository institution; and

(ii) such other information as the Board
may prescribe by regulation.

(D) Subsequent submissions
(i) In general

No offer submitted to the Corporation
may be accepted unless the offeror agrees
that no person will be employed, directly
or indirectly, by the offeror under any con-
tract with the Corporation unless—

(I) all applicable information described
in subparagraph (C) with respect to any
such person is submitted to the Corpora-
tion; and

(II) the Corporation does not dis-
approve of the direct or indirect employ-
ment of such person.

(ii) Finality of determination
Any determination made by the Corpora-

tion pursuant to this paragraph shall be in
the Corporation’s sole discretion and shall
not be subject to review.

(E) Prohibition required in certain cases
The standards established under subpara-

graph (A) shall require the Corporation to
prohibit any person who has—

(i) been convicted of any felony;
(ii) been removed from, or prohibited

from participating in the affairs of, any in-
sured depository institution pursuant to
any final enforcement action by any ap-
propriate Federal banking agency;

(iii) demonstrated a pattern or practice
of defalcation regarding obligations to in-
sured depository institutions; or

(iv) caused a substantial loss to Federal
deposit insurance funds;

from performing any service on behalf of the
Corporation.

(5) Abrogation of contracts
The Corporation may rescind any contract

with a person who—
(A) fails to disclose a material fact to the

Corporation;
(B) would be prohibited under paragraph

(6) from providing services to, receiving fees
from, or contracting with the Corporation;
or

(C) has been subject to a final enforcement
action by any Federal banking agency.

(6) Priority of FDIC rules
To the extent that the regulations under

this subsection conflict with rules of other
agencies or Government corporations, officers,
directors, employees, and independent con-
tractors of the Corporation who are also sub-
ject to the conflict of interest or ethical rules
of another agency or Government corporation,
shall be governed by the regulations pre-
scribed by the Board of Directors under this
subsection when acting for or on behalf of the
Corporation. Notwithstanding the preceding
sentence, the rules of the Corporation shall
not take priority over the ethics and conflict
of interest rules and regulations promulgated
by the Office of Government Ethics unless spe-
cifically authorized by that Office.

(Sept. 21, 1950, ch. 967, § 2[12], 64 Stat. 887; Pub. L.
95–369, § 6(c)(23), Sept. 17, 1978, 92 Stat. 619; Pub.
L. 97–320, title I, § 113(l), Oct. 15, 1982, 96 Stat.
1474; Pub. L. 101–73, title II, §§ 201(a), 216, Aug. 9,
1989, 103 Stat. 187, 254; Pub. L. 103–44, § 1, June 28,
1993, 107 Stat. 220; Pub. L. 103–204, § 19(a), Dec. 17,
1993, 107 Stat. 2402; Pub. L. 104–179, § 4(b)(1), Aug.
6, 1996, 110 Stat. 1567.)

PRIOR PROVISIONS

Section is derived from subsec. (m) of former section
264 of this title. See Codification note set out under
section 1811 of this title.

AMENDMENTS

1996—Subsec. (f)(3). Pub. L. 104–179 struck out ‘‘, with
the concurrence of the Office of Government Ethics,’’
after ‘‘The Board of Directors’’.

1993—Subsec. (e). Pub. L. 103–44 inserted heading and
amended text generally. Prior to amendment, text read
as follows: ‘‘If, after the Corporation shall have given
at least three months’ notice to the depositor by mail-
ing a copy thereof to his last-known address appearing
on the records of the depository institution in default,
any depositor in the depository institution in default
shall fail to claim his insured deposit from the Corpora-
tion within eighteen months after the appointment of
the receiver for the depository institution in default, or
shall fail within such period to claim or arrange to con-
tinue the transferred deposit with the new bank or with
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the other insured depository institution which assumes
liability therefor, all rights of the depositor against the
Corporation with respect to the insured deposit, and
against the new bank and such other insured deposi-
tory institution with respect to the transferred deposit,
shall be barred, and all rights of the depositor against
the depository institution in default and its sharehold-
ers, or the receivership estate to which the Corporation
may have become subrogated, shall thereupon revert to
the depositor. The amount of any transferred deposits
not claimed within such eighteen months’ period, shall
be refunded to the Corporation.’’

Subsec. (f). Pub. L. 103–204 added subsec. (f).
1989—Pub. L. 101–73, § 201(a), substituted references to

insured depository institutions for references to in-
sured banks wherever appearing in this section.

Subsec. (a). Pub. L. 101–73, § 216(2), inserted heading
and text of subsec. (a), and struck out former subsec.
(a) which read as follows: ‘‘Notwithstanding any other
provision of law, the Corporation as receiver of a closed
national bank, branch of a foreign bank, insured Fed-
eral savings bank, or District bank shall not be re-
quired to furnish bond and shall have the right to ap-
point an agent or agents to assist it in its duties as
such receiver, and all fees, compensation, and expenses
of liquidation and administration thereof shall be fixed
by the Corporation, and may be paid by it out of funds
coming into its possession as such receiver.’’

Subsecs. (b), (c). Pub. L. 101–73, § 216(1), substituted
‘‘depository institution in default’’ for ‘‘closed bank’’
wherever appearing.

Subsec. (d). Pub. L. 101–73, § 216(1), (3), substituted
‘‘depository institution in default’’ for ‘‘closed bank’’
in three places, struck out ‘‘as a stockholder of the de-
pository institution in default, or of any liability of
such depositor’’ after ‘‘payment of any liability of such
depositor’’, and substituted ‘‘such depository institu-
tion’’ for ‘‘such bank’’.

Subsec. (e). Pub. L. 101–73, § 216(1), substituted ‘‘depos-
itory institution in default’’ for ‘‘closed bank’’ wher-
ever appearing.

1982—Subsec. (a). Pub. L. 97–320 inserted ‘‘insured
Federal savings bank,’’ after ‘‘foreign bank,’’.

1978—Subsec. (a). Pub. L. 95–369 inserted ‘‘, branch of
a foreign bank,’’ after ‘‘a closed national bank’’.

EFFECTIVE DATE OF 1993 AMENDMENTS

Section 19(c) of Pub. L. 103–204 provided that: ‘‘The
amendment made by subsection (a) [amending this sec-
tion] shall apply after the end of the 6-month period be-
ginning on the date of enactment of this Act [Dec. 17,
1993].’’

Section 2 of Pub. L. 103–44 provided that:
‘‘(a) IN GENERAL.—The amendments made by section

1 of this Act [amending this section] shall only apply
with respect to institutions for which the Corporation
has initiated the payment of insured deposits under
section 11(f) of the Federal Deposit Insurance Act [12
U.S.C. 1821(f)] after the date of enactment of this Act
[June 28, 1993].

‘‘(b) SPECIAL RULE FOR RECEIVERSHIPS IN PROGRESS.—
Section 12(e) of the Federal Deposit Insurance Act [12
U.S.C. 1822(e)] as in effect on the day before the date of
enactment of this Act [June 28, 1993] shall apply with
respect to insured deposits in depository institutions
for which the Corporation was first appointed receiver
during the period between January 1, 1989 and the date
of enactment of this Act, except that such section 12(e)
shall not bar any claim made against the Corporation
by an insured depositor for an insured or transferred
deposit, so long as such claim is made prior to the ter-
mination of the receivership.

‘‘(c) INFORMATION TO STATES.—Within 120 days after
the date of enactment of this Act [June 28, 1993], the
Corporation shall provide, at the request of and for the
sole use of any State, the name and last known address
of any insured depositor (as shown on the records of the
institution in default) eligible to make a claim against
the Corporation solely due to the operation of sub-
section (b) of this section.

‘‘(d) DEFINITION.—For purposes of this section, the
term ‘Corporation’ means the Federal Deposit Insur-
ance Corporation, the Resolution Trust Corporation, or
the Federal Savings and Loan Insurance Corporation,
as appropriate.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1441a, 1821 of
this title; title 18 section 1032.

§ 1823. Corporation monies

(a) Investment of Corporation�s funds
(1) Authority

Funds held in the Bank Insurance Fund, the
Savings Association Insurance Fund, or the
FSLIC Resolution Fund, that are not other-
wise employed shall be invested in obligations
of the United States or in obligations guaran-
teed as to principal and interest by the United
States.
(2) Limitation

The Corporation shall not sell or purchase
any obligations described in paragraph (1) for
its own account, at any one time aggregating
in excess of $100,000, without the approval of
the Secretary of the Treasury. The Secretary
may approve a transaction or class of trans-
actions subject to the provisions of this para-
graph under such conditions as the Secretary
may determine.

(b) Depository accounts
The depository accounts of the Corporation

shall be kept with the Treasurer of the United
States, or, with the approval of the Secretary of
the Treasury, with a Federal Reserve bank, or
with a depository institution designated as a de-
pository or fiscal agent of the United States:
Provided, That the Secretary of the Treasury
may waive the requirements of this subsection
under such conditions as he may determine: And
provided further, That this subsection shall not
apply to the establishment and maintenance in
any depository institution for temporary pur-
poses of depository accounts not in excess of
$50,000 in any one depository institution, or to
the establishment and maintenance in any de-
pository institution of any depository accounts
to facilitate the payment of insured deposits, or
the making of loans to, or the purchase of assets
of, insured depository institutions. When des-
ignated for that purpose by the Secretary of the
Treasury, the Corporation shall be a depositary
of public moneys, except receipts from customs,
under such regulations as may be prescribed by
the said Secretary, and may also be employed as
a financial agent of the Government. It shall
perform all such reasonable duties as depositary
of public moneys and financial agent of the Gov-
ernment as may be required of it.
(c) Assistance to insured depository institutions

(1) The Corporation is authorized, in its sole
discretion and upon such terms and conditions
as the Board of Directors may prescribe, to
make loans to, to make deposits in, to purchase
the assets or securities of, to assume the liabil-
ities of, or to make contributions to, any in-
sured depository institution—

(A) if such action is taken to prevent the de-
fault of such insured depository institution;
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(B) if, with respect to an insured bank in de-
fault, such action is taken to restore such in-
sured bank to normal operation; or

(C) if, when severe financial conditions exist
which threaten the stability of a significant
number of insured depository institutions or
of insured depository institutions possessing
significant financial resources, such action is
taken in order to lessen the risk to the Cor-
poration posed by such insured depository in-
stitution under such threat of instability.

(2)(A) In order to facilitate a merger or con-
solidation of another 1 insured depository insti-
tution described in subparagraph (B) with an-
other insured depository institution or the sale
of any or all of the assets of such insured deposi-
tory institution or the assumption of any or all
of such insured depository institution’s liabil-
ities by another insured depository institution,
or the acquisition of the stock of such insured
depository institution, the Corporation is au-
thorized, in its sole discretion and upon such
terms and conditions as the Board of Directors
may prescribe—

(i) to purchase any such assets or assume
any such liabilities;

(ii) to make loans or contributions to, or de-
posits in, or purchase the securities of, such
other insured depository institution or the
company which controls or will acquire con-
trol of such other insured depository institu-
tion;

(iii) to guarantee such other insured deposi-
tory institution or the company which con-
trols or will acquire control of such other in-
sured depository institution against loss by
reason of such insured institution’s merging or
consolidating with or assuming the liabilities
and purchasing the assets of such insured de-
pository institution or by reason of such com-
pany acquiring control of such insured deposi-
tory institution; or

(iv) to take any combination of the actions
referred to in subparagraphs (i) through (iii).

(B) For the purpose of subparagraph (A), the
insured depository institution must be an in-
sured depository institution—

(i) which is in default;
(ii) which, in the judgment of the Board of

Directors, is in danger of default; or
(iii) which, when severe financial conditions

exist which threaten the stability of a signifi-
cant number of insured depository institutions
or of insured depository institutions possess-
ing significant financial resources, is deter-
mined by the Corporation, in its sole discre-
tion, to require assistance under subparagraph
(A) in order to lessen the risk to the Corpora-
tion posed by such insured depository institu-
tion under such threat of instability.

(C) Any action to which the Corporation is or
becomes a party by acquiring any asset or exer-
cising any other authority set forth in this sec-
tion shall be stayed for a period of 60 days at the
request of the Corporation.

(3) The Corporation may provide any person
acquiring control of, merging with, consolidat-
ing with or acquiring the assets of an insured de-

pository institution under subsection (f) or (k)
of this section with such financial assistance as
it could provide an insured institution under
this subsection.

(4) LEAST-COST RESOLUTION REQUIRED.—
(A) IN GENERAL.—Notwithstanding any other

provision of this chapter, the Corporation may
not exercise any authority under this sub-
section or subsection (d), (f), (h), (i), or (k) of
this section with respect to any insured depos-
itory institution unless—

(i) the Corporation determines that the ex-
ercise of such authority is necessary to meet
the obligation of the Corporation to provide
insurance coverage for the insured deposits
in such institution; and

(ii) the total amount of the expenditures
by the Corporation and obligations incurred
by the Corporation (including any imme-
diate and long-term obligation of the Cor-
poration and any direct or contingent liabil-
ity for future payment by the Corporation)
in connection with the exercise of any such
authority with respect to such institution is
the least costly to the deposit insurance
fund of all possible methods for meeting the
Corporation’s obligation under this section.

(B) DETERMINING LEAST COSTLY APPROACH.—
In determining how to satisfy the Corpora-
tion’s obligations to an institution’s insured
depositors at the least possible cost to the de-
posit insurance fund, the Corporation shall
comply with the following provisions:

(i) PRESENT-VALUE ANALYSIS; DOCUMENTA-
TION REQUIRED.—The Corporation shall—

(I) evaluate alternatives on a present-
value basis, using a realistic discount rate;

(II) document that evaluation and the
assumptions on which the evaluation is
based, including any assumptions with re-
gard to interest rates, asset recovery
rates, asset holding costs, and payment of
contingent liabilities; and

(III) retain the documentation for not
less than 5 years.

(ii) FOREGONE TAX REVENUES.—Federal tax
revenues that the Government would forego
as the result of a proposed transaction, to
the extent reasonably ascertainable, shall be
treated as if they were revenues foregone by
the deposit insurance fund.

(C) TIME OF DETERMINATION.—
(i) GENERAL RULE.—For purposes of this

subsection, the determination of the costs of
providing any assistance under paragraph (1)
or (2) or any other provision of this section
with respect to any depository institution
shall be made as of the date on which the
Corporation makes the determination to
provide such assistance to the institution
under this section.

(ii) RULE FOR LIQUIDATIONS.—For purposes
of this subsection, the determination of the
costs of liquidation of any depository insti-
tution shall be made as of the earliest of—

(I) the date on which a conservator is ap-
pointed for such institution;

(II) the date on which a receiver is ap-
pointed for such institution; or

(III) the date on which the Corporation
makes any determination to provide any
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assistance under this section with respect
to such institution.

(D) LIQUIDATION COSTS.—In determining the
cost of liquidating any depository institution
for the purpose of comparing the costs under
subparagraph (A) (with respect to such institu-
tion), the amount of such cost may not exceed
the amount which is equal to the sum of the
insured deposits of such institution as of the
earliest of the dates described in subparagraph
(C), minus the present value of the total net
amount the Corporation reasonably expects to
receive from the disposition of the assets of
such institution in connection with such liq-
uidation.

(E) DEPOSIT INSURANCE FUNDS AVAILABLE FOR
INTENDED PURPOSE ONLY.—

(i) IN GENERAL.—After December 31, 1994,
or at such earlier time as the Corporation
determines to be appropriate, the Corpora-
tion may not take any action, directly or in-
directly, with respect to any insured deposi-
tory institution that would have the effect
of increasing losses to any insurance fund by
protecting—

(I) depositors for more than the insured
portion of deposits (determined without
regard to whether such institution is liq-
uidated); or

(II) creditors other than depositors.

(ii) DEADLINE FOR REGULATIONS.—The Cor-
poration shall prescribe regulations to im-
plement clause (i) not later than January 1,
1994, and the regulations shall take effect
not later than January 1, 1995.

(iii) PURCHASE AND ASSUMPTION TRANS-
ACTIONS.—No provision of this subparagraph
shall be construed as prohibiting the Cor-
poration from allowing any person who ac-
quires any assets or assumes any liabilities
of any insured depository institution for
which the Corporation has been appointed
conservator or receiver to acquire uninsured
deposit liabilities of such institution so long
as the insurance fund does not incur any loss
with respect to such deposit liabilities in an
amount greater than the loss which would
have been incurred with respect to such li-
abilities if the institution had been liq-
uidated.

(F) DISCRETIONARY DETERMINATIONS.—Any
determination which the Corporation may
make under this paragraph shall be made in
the sole discretion of the Corporation.

(G) SYSTEMIC RISK.—
(i) EMERGENCY DETERMINATION BY SEC-

RETARY OF THE TREASURY.—Notwithstanding
subparagraphs (A) and (E), if, upon the writ-
ten recommendation of the Board of Direc-
tors (upon a vote of not less than two-thirds
of the members of the Board of Directors)
and the Board of Governors of the Federal
Reserve System (upon a vote of not less than
two-thirds of the members of such Board),
the Secretary of the Treasury (in consulta-
tion with the President) determines that—

(I) the Corporation’s compliance with
subparagraphs (A) and (E) with respect to
an insured depository institution would
have serious adverse effects on economic
conditions or financial stability; and

(II) any action or assistance under this
subparagraph would avoid or mitigate such
adverse effects,

the Corporation may take other action or
provide assistance under this section as nec-
essary to avoid or mitigate such effects.

(ii) REPAYMENT OF LOSS.—The Corporation
shall recover the loss to the appropriate in-
surance fund arising from any action taken
or assistance provided with respect to an in-
sured depository institution under clause (i)
expeditiously from 1 or more emergency spe-
cial assessments on the members of the in-
surance fund (of which such institution is a
member) equal to the product of—

(I) an assessment rate established by the
Corporation; and

(II) the amount of each member’s aver-
age total assets during the semiannual pe-
riod, minus the sum of the amount of the
member’s average total tangible equity
and the amount of the member’s average
total subordinated debt.

(iii) DOCUMENTATION REQUIRED.—The Sec-
retary of the Treasury shall—

(I) document any determination under
clause (i); and

(II) retain the documentation for review
under clause (iv).

(iv) GAO REVIEW.—The Comptroller Gen-
eral of the United States shall review and re-
port to the Congress on any determination
under clause (i), including—

(I) the basis for the determination;
(II) the purpose for which any action was

taken pursuant to such clause; and
(III) the likely effect of the determina-

tion and such action on the incentives and
conduct of insured depository institutions
and uninsured depositors.

(v) NOTICE.—
(I) IN GENERAL.—The Secretary of the

Treasury shall provide written notice of
any determination under clause (i) to the
Committee on Banking, Housing, and
Urban Affairs of the Senate and the Com-
mittee on Banking, Finance and Urban Af-
fairs of the House of Representatives.

(II) DESCRIPTION OF BASIS OF DETERMINA-
TION.—The notice under subclause (I) shall
include a description of the basis for any
determination under clause (i).

(H) RULE OF CONSTRUCTION.—No provision of
law shall be construed as permitting the Cor-
poration to take any action prohibited by
paragraph (4) unless such provision expressly
provides, by direct reference to this para-
graph, that this paragraph shall not apply
with respect to such action.

(5) The Corporation may not use its authority
under this subsection to purchase the voting or
common stock of an insured depository institu-
tion. Nothing in the preceding sentence shall be
construed to limit the ability of the Corporation
to enter into and enforce covenants and agree-
ments that it determines to be necessary to pro-
tect its financial interest.

(6)(A) During any period in which an insured
depository institution has received assistance
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under this subsection and such assistance is still
outstanding, such insured depository institution
may defer the payment of any State or local tax
which is determined on the basis of the deposits
held by such insured depository institution or of
the interest or dividends paid on such deposits.

(B) When such insured depository institution
no longer has any outstanding assistance, such
insured depository institution shall pay all
taxes which were deferred under subparagraph
(A). Such payments shall be made in accordance
with a payment plan established by the Corpora-
tion, after consultation with the applicable
State and local taxing authorities.

(7) The transfer of any assets or liabilities as-
sociated with any trust business of an insured
depository institution in default under subpara-
graph (2)(A) shall be effective without any State
or Federal approval, assignment, or consent
with respect thereto.

(8) ASSISTANCE BEFORE APPOINTMENT OF CON-
SERVATOR OR RECEIVER.—

(A) IN GENERAL.—Subject to the least-cost
provisions of paragraph (4), the Corporation
shall consider providing direct financial as-
sistance under this section for depository in-
stitutions before the appointment of a con-
servator or receiver for such institution only
under the following circumstances:

(i) TROUBLED CONDITION CRITERIA.—The
Corporation determines—

(I) grounds for the appointment of a con-
servator or receiver exist or likely will
exist in the future unless the depository
institution’s capital levels are increased;
and

(II) it is unlikely that the institution
can meet all currently applicable capital
standards without assistance.

(ii) OTHER CRITERIA.—The depository insti-
tution meets the following criteria:

(I) The appropriate Federal banking
agency and the Corporation have deter-
mined that, during such period of time
preceding the date of such determination
as the agency or the Corporation considers
to be relevant, the institution’s manage-
ment has been competent and has com-
plied with applicable laws, rules, and su-
pervisory directives and orders.

(II) The institution’s management did
not engage in any insider dealing, specula-
tive practice, or other abusive activity.

(B) PUBLIC DISCLOSURE.—Any determination
under this paragraph to provide assistance
under this section shall be made in writing
and published in the Federal Register.

(9) Any assistance provided under this sub-
section may be in subordination to the rights of
depositors and other creditors.

(10) In its annual report to the Congress, the
Corporation shall report the total amount it has
saved, or estimates it has saved, by exercising
the authority provided in this subsection.

(11) Payments made under this subsection
shall be made—

(A) from the Bank Insurance Fund in the
case of payments to or on behalf of a member
of such Fund; or

(B) from the Savings Association Insurance
Fund or from funds made available by the Res-

olution Trust Corporation in the case of pay-
ments to or on behalf of any Savings Associa-
tion Insurance Fund member.

(d) Sale of assets to Corporation
(1) In general

Any conservator, receiver, or liquidator ap-
pointed for any insured depository institution
in default, including the Corporation acting in
such capacity, shall be entitled to offer the as-
sets of such depository institutions for sale to
the Corporation or as security for loans from
the Corporation.
(2) Proceeds

The proceeds of every sale or loan of assets
to the Corporation shall be utilized for the
same purposes and in the same manner as
other funds realized from the liquidation of
the assets of such depository institutions.
(3) Rights and powers of Corporation

(A) In general
With respect to any asset acquired or li-

ability assumed pursuant to this section, the
Corporation shall have all of the rights, pow-
ers, privileges, and authorities of the Cor-
poration as receiver under sections 1821 and
1825(b) of this title.
(B) Rule of construction

Such rights, powers, privileges, and au-
thorities shall be in addition to and not in
derogation of any rights, powers, privileges,
and authorities otherwise applicable to the
Corporation.
(C) Fiduciary responsibility

In exercising any right, power, privilege,
or authority described in subparagraph (A),
the Corporation shall continue to be subject
to the fiduciary duties and obligations of the
Corporation as receiver to claimants against
the insured depository institution in receiv-
ership.
(D) Disposition of assets

In exercising any right, power, privilege,
or authority described in subparagraph (A)
regarding the sale or disposition of assets
sold to the Corporation pursuant to para-
graph (1), the Corporation shall conduct its
operations in a manner which—

(i) maximizes the net present value re-
turn from the sale or disposition of such
assets;

(ii) minimizes the amount of any loss re-
alized in the resolution of cases;

(iii) ensures adequate competition and
fair and consistent treatment of offerors;

(iv) prohibits discrimination on the basis
of race, sex, or ethnic groups in the solici-
tation and consideration of offers; and

(v) maximizes the preservation of the
availability and affordability of residential
real property for low- and moderate-in-
come individuals.

(4) Loans
The Corporation, in its discretion, may

make loans on the security of or may purchase
and liquidate or sell any part of the assets of
an insured depository institution which is now
or may hereafter be in default.
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(e) Agreements against interests of Corporation
(1) In general

No agreement which tends to diminish or de-
feat the interest of the Corporation in any
asset acquired by it under this section or sec-
tion 1821 of this title, either as security for a
loan or by purchase or as receiver of any in-
sured depository institution, shall be valid
against the Corporation unless such agree-
ment—

(A) is in writing,
(B) was executed by the depository institu-

tion and any person claiming an adverse in-
terest thereunder, including the obligor,
contemporaneously with the acquisition of
the asset by the depository institution,

(C) was approved by the board of directors
of the depository institution or its loan com-
mittee, which approval shall be reflected in
the minutes of said board or committee, and

(D) has been, continuously, from the time
of its execution, an official record of the de-
pository institution.

(2) Public deposits
An agreement to provide for the lawful

collateralization of deposits of a Federal,
State, or local governmental entity or of any
depositor referred to in section 1821(a)(2) of
this title shall not be deemed to be invalid
pursuant to paragraph (1)(B) solely because
such agreement was not executed contempora-
neously with the acquisition of the collateral
or with any changes in the collateral made in
accordance with such agreement.

(f) Assisted emergency interstate acquisitions
(1) This subsection shall apply only to an ac-

quisition of an insured bank or a holding com-
pany by an out-of-State bank 2 savings associa-
tion or out-of-State holding company for which
the Corporation provides assistance under sub-
section (c) of this section.

(2)(A) Whenever an insured bank with total as-
sets of $500,000,000 or more (as determined from
its most recent report of condition) is in default,
the Corporation, as receiver, may, in its discre-
tion and upon such terms and conditions as the
Corporation may determine, arrange the sale of
assets of the bank in default and the assumption
of the liabilities of the bank in default, includ-
ing the sale of such assets to and the assumption
of such liabilities by an insured depository insti-
tution located in the State where the bank in
default was chartered but established by an out-
of-State bank or holding company. Where other-
wise lawfully required, a transaction under this
subsection must be approved by the primary
Federal or State supervisor of all parties there-
to.

(B)(i) Before making a determination to take
any action under subparagraph (A), the Corpora-
tion shall consult the State bank supervisor of
the State in which the insured bank in default
was chartered.

(ii) The State bank supervisor shall be given a
reasonable opportunity, and in no event less
than forty-eight hours, to object to the use of
the provisions of this paragraph. Such notice

may be provided by the Corporation prior to its
appointment as receiver, but in anticipation of
an impending appointment.

(iii) If the State supervisor objects during such
period, the Corporation may use the authority
of this paragraph only by a vote of 75 percent of
the Board of Directors. The Board of Directors
shall provide to the State supervisor, as soon as
practicable, a written certification of its deter-
mination.

(3) EMERGENCY INTERSTATE ACQUISITIONS OF IN-
SURED BANKS IN DANGER OF DEFAULT.—

(A) ACQUISITION OF INSURED BANKS IN DANGER
OF DEFAULT.—One or more out-of-State banks
or out-of-State holding companies may ac-
quire and retain all or part of the shares or as-
sets of, or otherwise acquire and retain—

(i) an insured bank in danger of default
which has total assets of $500,000,000 or more;
or

(ii) 2 or more affiliated insured banks in
danger of default which have aggregate total
assets of $500,000,000 or more, if the aggre-
gate total assets of such banks is equal to or
greater than 33 percent of the aggregate
total assets of all affiliated insured banks.

(B) ACQUISITION OF A HOLDING COMPANY OR
OTHER BANK AFFILIATE.—If one or more out-of-
State banks or out-of-State holding companies
acquire 1 or more affiliated insured banks
under subparagraph (A) the aggregate total as-
sets of which is equal to or greater than 33 per-
cent of the aggregate total assets of all affili-
ated insured banks, any such out-of-State
bank or out-of-State holding company may
also, as part of the same transaction, acquire
and retain the shares or assets of, or otherwise
acquire and retain—

(i) the holding company which controls the
affiliated insured banks so acquired; or

(ii) any other affiliated insured bank.

(C) REQUEST FOR ASSISTANCE BY CORPORATE
BOARD OF DIRECTORS.—The Corporation may
assist an acquisition or merger authorized
under subparagraph (A) only if the board of di-
rectors or trustees of each insured bank in
danger of default which is being acquired has
requested in writing that the Corporation as-
sist the acquisition or merger.

(D) CERTAIN ACQUISITIONS AUTHORIZED AFTER
ASSISTANCE IS PROVIDED.—Notwithstanding
paragraph (1), if—

(i) at any time after August 10, 1987, the
Corporation provides any assistance under
subsection (c) of this section to an insured
bank; and

(ii) at the time such assistance is granted,
the insured bank, the holding company
which controls the insured bank (if any), or
any affiliated insured bank is eligible to be
acquired by an out-of-State bank or out-of-
State holding company under this para-
graph,

the insured bank, the holding company, and
such other affiliated insured bank shall re-
main eligible, subject to such terms and condi-
tions as the Corporation (in the Corporation’s
discretion) may impose, to be acquired by an
out-of-State bank or out-of-State holding
company under this paragraph as long as any
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portion of such assistance remains outstand-
ing.

(E) STATE BANK SUPERVISOR APPROVAL.—The
Corporation may take no final action in con-
nection with any acquisition under this para-
graph unless the State bank supervisor of the
State in which the bank in danger of default is
located approves the acquisition.

(F) OTHER REQUIREMENTS NOT AFFECTED.—
This paragraph does not affect any other re-
quirement under Federal or State law for reg-
ulatory approval of an acquisition under this
paragraph.

(G) ACQUISITION MAY BE CONDITIONED ON RE-
CEIPT OF CONSIDERATION FOR CORPORATION’S AS-
SISTANCE.—Any acquisition described in sub-
paragraph (D) may be conditioned on the re-
ceipt of such consideration for the Corpora-
tion’s assistance as the Board of Directors
deems appropriate.

(4)(A) ACQUISITIONS NOT SUBJECT TO CERTAIN
OTHER LAWS.—Section 1842(d) of this title, any
provision of State law, and section 1730a(e)(3) 3 of
this title shall not apply to prohibit any acquisi-
tion under paragraph (2) or (3), except that an
out-of-State bank may make such an acquisi-
tion only if such ownership is otherwise specifi-
cally authorized.

(B) Any subsidiary created by operation of this
subsection may retain and operate any existing
branch or branches of the institution merged
with or acquired under paragraph (2) or (3), but
otherwise shall be subject to the conditions
upon which a national bank may establish and
operate branches in the State in which such in-
sured institution is located.

(C) No insured institution acquired under this
subsection shall after it is acquired move its
principal office or any branch office which it
would be prohibited from moving if the institu-
tion were a national bank.

(D) SUBSEQUENT NONEMERGENCY INTERSTATE
ACQUISITIONS SUBJECT TO STATE LAW.—

(i) IN GENERAL.—Any out-of-State bank hold-
ing company which acquires control of an in-
sured bank in any State under paragraph (2) or
(3) may acquire any other insured bank and es-
tablish branches in such State to the same ex-
tent as a bank holding company whose insured
bank subsidiaries’ operations are principally
conducted in such State may acquire any
other insured bank or establish branches.

(ii) DELAYED DATE OF APPLICABILITY.—Clause
(i) shall not apply with respect to any out-of-
State bank holding company referred to in
such clause before the earlier of—

(I) the end of the 2-year period beginning
on the date the acquisition referred to in
such clause with respect to such company is
consummated; or

(II) the end of any period established under
State law during which such out-of-State
bank holding company may not be treated as
a bank holding company whose insured bank
subsidiaries’ operations are principally con-
ducted in such State for purposes of acquir-
ing other insured banks or establishing bank
branches.

(iii) DETERMINATION OF PRINCIPALLY CON-
DUCTED.—For purposes of this subparagraph,
the State in which the operations of a holding
company’s insured bank subsidiaries are prin-
cipally conducted is the State determined
under section 1842(d) of this title with respect
to such holding company.

(E) CERTAIN STATE INTERSTATE BANKING LAWS
INAPPLICABLE.—Any holding company which ac-
quires control of any insured bank or holding
company under paragraph (2) or (3) or subpara-
graph (D) of this paragraph shall not, by reason
of such acquisition, be required under the law of
any State to divest any other insured bank or be
prevented from acquiring any other bank or
holding company.

(5) In determining whether to arrange a sale of
assets and assumption of liabilities or an acqui-
sition or a merger under the authority of para-
graph (2) or (3), the Corporation may solicit such
offers or proposals as are practicable from any
prospective purchasers or merger partners it de-
termines, in its sole discretion, are both quali-
fied and capable of acquiring the assets and li-
abilities of the bank in default or the bank in
danger of default.

(6)(A) If, after receiving offers, the offer pre-
senting the lowest expense to the Corporation,
that is in a form and with conditions acceptable
to the Corporation (hereinafter referred to as
the ‘‘lowest acceptable offer’’), is from an offeror
that is not an existing in-State bank of the same
type as the bank that is in default or is in dan-
ger of default (or, where the bank is an insured
bank other than a mutual savings bank, the low-
est acceptable offer is not from an in-State hold-
ing company), the Corporation shall permit the
offeror which made the initial lowest acceptable
offer and each offeror who made an offer the es-
timated cost of which to the Corporation was
within 15 per centum or $15,000,000, whichever is
less, of the initial lowest acceptable offer to sub-
mit a new offer.

(B) In considering authorizations under this
subsection, the Corporation shall give consider-
ation to the need to minimize the cost of finan-
cial assistance and to the maintenance of spe-
cialized depository institutions. The Corpora-
tion shall authorize transactions under this sub-
section considering the following priorities:

(i) First, between depository institutions of
the same type within the same State.

(ii) Second, between depository institutions
of the same type—

(I) in different States which by statute
specifically authorize such acquisitions; or

(II) in the absence of such statutes, in dif-
ferent States which are contiguous.

(iii) Third, between depository institutions
of the same type in different States other than
the States described in clause (ii).

(iv) Fourth, between depository institutions
of different types in the same State.

(v) Fifth, between depository institutions of
different types—

(I) in different States which by statute
specifically authorize such acquisitions; or

(II) in the absence of such statutes, in dif-
ferent States which are contiguous.
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(vi) Sixth, between depository institutions
of different types in different States other
than the States described in clause (v).

(C) MINORITY BANK PRIORITY.—In the case of a
minority-controlled bank, the Corporation shall
seek an offer from other minority-controlled
banks before proceeding with the bidding prior-
ities set forth in subparagraph (B).

(D) In determining the cost of offers and re-
offers, the Corporation’s calculations and esti-
mations shall be determinative. The Corpora-
tion may set reasonable time limits on offers
and reoffers.

(7) No sale may be made under the provisions
of paragraph (2) or (3)—

(A) which would result in a monopoly, or
which would be in furtherance of any combina-
tion or conspiracy to monopolize or to at-
tempt to monopolize the business of banking
in any part of the United States;

(B) whose effect in any section of the coun-
try may be substantially to lessen competi-
tion, or to tend to create a monopoly, or which
in any other manner would be in restraint of
trade, unless the Corporation finds that the
anticompetitive effects of the proposed trans-
actions are clearly outweighed in the public
interest by the probable effect of the trans-
action in meeting the convenience and needs
of the community to be served; or

(C) if in the opinion of the Corporation the
acquisition threatens the safety and soundness
of the acquirer or does not result in the future
viability of the resulting depository institu-
tion.

(8) As used in this subsection—
(A) the term ‘‘in-State depository institu-

tion or in-State holding company’’ means an
existing insured depository institution cur-
rently operating in the State in which the
bank in default or the bank in danger of de-
fault is chartered or a company that is operat-
ing an insured depository institution subsidi-
ary in the State in which the bank in default
or the bank in danger of default is chartered;

(B) the term ‘‘acquire’’ means to acquire, di-
rectly or indirectly, ownership or control
through—

(i) an acquisition of shares;
(ii) an acquisition of assets or assumption

of liabilities;
(iii) a merger or consolidation; or
(iv) any similar transaction;

(C) the term ‘‘affiliated insured bank’’
means—

(i) when used in connection with a ref-
erence to a holding company, an insured
bank which is a subsidiary of such holding
company; and

(ii) when used in connection with a ref-
erence to 2 or more insured banks, insured
banks which are subsidiaries of the same
holding company; and

(D) the term ‘‘subsidiary’’ has the meaning
given to such term in section 1841(d) of this
title.

(9) NO ASSISTANCE AUTHORIZED FOR CERTAIN
SUBSIDIARIES OF HOLDING COMPANIES.—

(A) IN GENERAL.—The Corporation shall not
provide any assistance to a subsidiary, other

than a subsidiary that is an insured depository
institution, of a holding company in connec-
tion with any acquisition under this sub-
section.

(B) INTERMEDIATE HOLDING COMPANY PER-
MITTED.—This paragraph does not prohibit an
intermediate holding company or an affiliate
of an insured depository institution from
being a conduit for assistance ultimately in-
tended for an insured bank.

(10) ANNUAL REPORT.—
(A) REQUIRED.—In its annual report to Con-

gress the Corporation shall include a report on
the acquisitions under this subsection during
the preceding year.

(B) CONTENTS.—The report required under
subparagraph (A) shall contain the following
information:

(i) The number of acquisitions under this
subsection.

(ii) A brief description of each such acqui-
sition and the circumstances under which
such acquisition occurred.

(11) DETERMINATION OF TOTAL ASSETS.—For
purposes of this subsection, the total assets of
any insured bank shall be determined on the
basis of the most recent report of condition of
such bank which is available at the time of such
determination.

(12) ACQUISITION OF MINORITY BANK BY MINORITY
BANK HOLDING COMPANY WITHOUT REGARD TO
ASSET SIZE.—

(A) IN GENERAL.—For the purpose of ensuring
continued minority control of a minority-con-
trolled bank, paragraphs (2) and (3) shall apply
with respect to the acquisition of a minority-
controlled bank by an out-of-State minority-
controlled depository institution or depository
institution holding company without regard to
the fact that the total assets of such minority-
controlled bank are less than $500,000,000.

(B) DEFINITIONS.—For purposes of this para-
graph:

(i) MINORITY BANK.—The term ‘‘minority
bank’’ means any depository institution de-
scribed in clause (i), (ii), or (iii) of section
461(b)(1)(A) of this title—

(I) more than 50 percent of the ownership
or control of which is held by one or more
minority individuals; and

(II) more than 50 percent of the net prof-
it or loss of which accrues to minority in-
dividuals.

(ii) MINORITY.—The term ‘‘minority’’
means any Black American, Native Amer-
ican, Hispanic American, or Asian Amer-
ican.

(g) Payment of interest on stock subscriptions
Prior to July 1, 1951, the Corporation shall pay

out of its capital account to the Secretary of the
Treasury an amount equal to 2 per centum sim-
ple interest per annum on amounts advanced to
the Corporation on stock subscriptions by the
Secretary of the Treasury and the Federal Re-
serve banks, from the time of such advances
until the amounts thereof were repaid. The
amount payable hereunder shall be paid in two
equal installments, the first installment to be
paid prior to December 31, 1950.
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(h) Reopening or aversion of closing of insured
branch of foreign bank

The powers conferred on the Board of Direc-
tors and the Corporation by this section to take
action to reopen an insured depository institu-
tion in default or to avert the default of an in-
sured depository institution may be used with
respect to an insured branch of a foreign bank if,
in the judgment of the Board of Directors, the
public interest in avoiding the default of such
branch substantially outweighs any additional
risk of loss to the Bank Insurance Fund which
the exercise of such powers would entail.
(i) Repealed. Pub. L. 97�320, title II, § 206, Oct. 15,

1982, 96 Stat. 1496

(j) Loan loss amortization for certain banks
(1) Eligibility

The appropriate Federal banking agency
shall permit an agricultural bank to take the
actions referred to in paragraph (2) if it finds
that—

(A) there is no evidence that fraud or
criminal abuse on the part of the bank led to
the losses referred to in paragraph (2); and

(B) the agricultural bank has a plan to re-
store its capital, not later than the close of
the amortization period established under
paragraph (2), to a level prescribed by the
appropriate Federal banking agency.

(2) Seven-year loss amortization
(A) Any loss on any qualified agricultural

loan that an agricultural bank would other-
wise be required to show on its annual finan-
cial statement for any year between December
31, 1983, and January 1, 1992, may be amortized
on its financial statements over a period of
not to exceed 7 years, as provided in regula-
tions issued by the appropriate Federal bank-
ing agency.

(B) An agricultural bank may reappraise any
real estate or other property, real or personal,
that it acquired coincident to the making of a
qualified agricultural loan and that it owned
on January 1, 1983, and any such additional
property that it acquires prior to January 1,
1992. Any loss that such bank would otherwise
be required to show on its annual financial
statements as the result of any such re-
appraisal may be amortized on its financial
statements over a period of not to exceed 7
years, as provided in regulations issued by the
appropriate Federal banking agency.
(3) Regulations

Not later than 90 days after August 10, 1987,
the appropriate Federal banking agency shall
issue regulations implementing this sub-
section with respect to banks that it super-
vises, including regulations implementing the
capital restoration requirement of paragraph
(1)(B).
(4) Definitions

As used in this subsection—
(A) the term ‘‘agricultural bank’’ means a

bank—
(i) the deposits of which are insured by

the Federal Deposit Insurance Corpora-
tion;

(ii) which is located in an area the econ-
omy of which is dependent on agriculture;

(iii) which has assets of $100,000,000 or
less; and

(iv) which has—
(I) at least 25 percent of its total loans

in qualified agricultural loans; or
(II) fewer than 25 percent of its total

loans in qualified agricultural loans but
which the appropriate Federal banking
agency or State bank commissioner rec-
ommends to the Corporation for eligi-
bility under this section, or which the
Corporation, on its motion, deems eligi-
ble; and

(B) the term ‘‘qualified agricultural loan’’
means a loan made to finance the production
of agricultural products or livestock in the
United States, a loan secured by farmland or
farm machinery, or such other category of
loans as the appropriate Federal banking
agency may deem eligible.

(5) Maintenance of portfolio
As a condition of eligibility under this sub-

section, the agricultural bank must agree to
maintain in its loan portfolio a percentage of
agricultural loans which is not lower than the
percentage of such loans in its loan portfolio
on January 1, 1986.

(k) Emergency acquisitions
(1) In general

(A) Acquisitions authorized
(i) Transactions described

Notwithstanding any provision of State
law, upon determining that severe finan-
cial conditions threaten the stability of a
significant number of savings associations,
or of savings associations possessing sig-
nificant financial resources, the Corpora-
tion, in its discretion and if it determines
such authorization would lessen the risk
to the Corporation, may authorize—

(I) a savings association that is eligible
for assistance pursuant to subsection (c)
of this section to merge or consolidate
with, or to transfer its assets and liabil-
ities to, any other savings association or
any insured bank,

(II) any other savings association to
acquire control of such savings associa-
tion, or

(III) any company to acquire control of
such savings association or to acquire
the assets or assume the liabilities
thereof.

The Corporation may not authorize any
transaction under this subsection unless
the Corporation determines that the au-
thorization will not present a substantial
risk to the safety or soundness of the sav-
ings association to be acquired or any ac-
quiring entity.

(ii) Terms of transactions
Mergers, consolidations, transfers, and

acquisitions under this subsection shall be
on such terms as the Corporation shall
provide.
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(iii) Approval by appropriate agency
Where otherwise required by law, trans-

actions under this subsection must be ap-
proved by the appropriate Federal banking
agency of every party thereto.
(iv) Acquisitions by savings associations

Any Federal savings association that ac-
quires another savings association pursu-
ant to clause (i) may, with the concurrence
of the Director of the Office of Thrift Su-
pervision, hold that savings association as
a subsidiary notwithstanding the percent-
age limitations of section 1464(c)(4)(B) of
this title.
(v) Dual service

Dual service by a management official
that would otherwise be prohibited under
the Depository Institution Management
Interlocks Act [12 U.S.C. 3201 et seq.] may,
with the approval of the Corporation, con-
tinue for up to 10 years.
(vi) Continued applicability of certain

State restrictions
Nothing in this subsection overrides or

supersedes State laws restricting or limit-
ing the activities of a savings association
on behalf of another entity.

(B) Consultation with State official
(i) Consultation required

Before making a determination to take
any action under subparagraph (A), the
Corporation shall consult the State offi-
cial having jurisdiction of the acquired in-
stitution.
(ii) Period for State response

The official shall be given a reasonable
opportunity, and in no event less than 48
hours, to object to the use of the provi-
sions of this paragraph. Such notice may
be provided by the Corporation prior to its
appointment as receiver, but in anticipa-
tion of an impending appointment.
(iii) Approval over objection of State offi-

cial
If the official objects during such period,

the Corporation may use the authority of
this paragraph only by a vote of 75 percent
or more of the voting members of the
Board of Directors. The Corporation shall
provide to the official, as soon as prac-
ticable, a written certification of its deter-
mination.

(2) Solicitation of offers
(A) In general

In considering authorizations under this
subsection, the Corporation may solicit such
offers or proposals as are practicable from
any prospective purchasers or merger part-
ners it determines, in its sole discretion, are
both qualified and capable of acquiring the
assets and liabilities of the savings associa-
tion.
(B) Minority-controlled institutions

In the case of a minority-controlled depos-
itory institution, the Corporation shall seek

an offer from other minority-controlled de-
pository institutions before seeking an offer
from other persons or entities.

(3) Determination of costs
In determining the cost of offers under this

subsection, the Corporation’s calculations and
estimations shall be determinative. The Cor-
poration may set reasonable time limits on of-
fers.
(4) Branching provisions

(A) In general
If a merger, consolidation, transfer, or ac-

quisition under this subsection involves a
savings association eligible for assistance
and a bank or bank holding company, a sav-
ings association may retain and operate any
existing branch or branches or any other ex-
isting facilities. If the savings association
continues to exist as a separate entity, it
may establish and operate new branches to
the same extent as any savings association
that is not affiliated with a bank holding
company and the home office of which is lo-
cated in the same State.
(B) Restrictions

(i) In general
Notwithstanding subparagraph (A), if—

(I) a savings association described in
such subparagraph does not have its
home office in the State of the bank
holding company bank subsidiary, and

(II) such association does not qualify
as a domestic building and loan associa-
tion under section 7701(a)(19) of title 26,
or does not meet the asset composition
test imposed by subparagraph (C) of that
section on institutions seeking so to
qualify,

such savings association shall be subject
to the conditions upon which a bank may
retain, operate, and establish branches in
the State in which the Savings Association
Insurance Fund member is located.
(ii) Transition period

The Corporation, for good cause shown,
may allow a savings association up to 2
years to comply with the requirements of
clause (i).

(5) Assistance before appointment of conserva-
tor or receiver

(A) Assistance proposals
The Corporation shall consider proposals

by Savings Association Insurance Fund
members for assistance pursuant to sub-
section (c) of this section before grounds
exist for appointment of a conservator or re-
ceiver for such member under the following
circumstances:

(i) Troubled condition criteria
The Corporation determines—

(I) that grounds for appointment of a
conservator or receiver exist or likely
will exist in the future unless the mem-
ber’s tangible capital is increased;

(II) that it is unlikely that the member
can achieve positive tangible capital
without assistance; and
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(III) that providing assistance pursu-
ant to the member’s proposal would be
likely to lessen the risk to the Corpora-
tion.

(ii) Other criteria
The member meets the following cri-

teria:
(I) Before August 9, 1989, the member

was solvent under applicable regulatory
accounting principles but had negative
tangible capital.

(II) The member’s negative tangible
capital position is substantially attrib-
utable to its participation in acquisition
and merger transactions that were insti-
tuted by the Federal Home Loan Bank
Board or the Federal Savings and Loan
Insurance Corporation for supervisory
reasons.

(III) The member is a qualified thrift
lender (as defined in section 1467a(m) of
this title) or would be a qualified thrift
lender if commercial real estate owned
and nonperforming commercial loans ac-
quired in acquisition and merger trans-
actions that were instituted by the Fed-
eral Home Loan Bank Board or the Fed-
eral Savings and Loan Insurance Cor-
poration for supervisory reasons were ex-
cluded from the member’s total assets.

(IV) The appropriate Federal banking
agency has determined that the mem-
ber’s management is competent and has
complied with applicable laws, rules, and
supervisory directives and orders.

(V) The member’s management did not
engage in insider dealing or speculative
practices or other activities that jeop-
ardized the member’s safety and sound-
ness or contributed to its impaired cap-
ital position.

(VI) The member’s offices are located
in an economically depressed region.

(B) Corporation consideration of assistance
proposal

If a member meets the requirements of
clauses (i) and (ii) of subparagraph (A), the
Corporation shall consider providing direct
financial assistance.
(C) ��Economically depressed region�� defined

For purposes of this paragraph, the term
‘‘economically depressed region’’ means any
geographical region which the Corporation
determines by regulation to be a region
within which real estate values have suf-
fered serious decline due to severe economic
conditions, such as a decline in energy or ag-
ricultural values or prices.

(Sept. 21, 1950, ch. 967, § 2[13], 64 Stat. 888; Pub. L.
95–369, § 6(c)(24), Sept. 17, 1978, 92 Stat. 619; Pub.
L. 97–320, title I, §§ 111, 113(m), 116, 141(a)(1), (3),
title II, §§ 203, 206, Oct. 15, 1982, 96 Stat. 1469, 1474,
1476, 1488, 1489, 1492, 1496; Pub. L. 97–457, §§ 1(a), 4,
10(a), Jan. 12, 1983, 96 Stat. 2507, 2508; Pub. L.
98–29, § 1(a), May 16, 1983, 97 Stat. 189; Pub. L.
100–86, title V, §§ 502(a)–(g), (i), 509(a), title VIII,
§ 801, Aug. 10, 1987, 101 Stat. 623–627, 629, 635, 656;
Pub. L. 101–73, title II, §§ 201(a), 217, Aug. 9, 1989,
103 Stat. 187, 254; Pub. L. 102–242, title I, §§ 123(b),

141(a)(1), (e), Dec. 19, 1991, 105 Stat. 2252, 2273,
2278; Pub. L. 103–325, title III, § 317, title VI,
§ 602(a)(34)–(42), Sept. 23, 1994, 108 Stat. 2223, 2289,
2290; Pub. L. 104–208, div. A, title II,
§ 2704(d)(14)(M), Sept. 30, 1996, 110 Stat. 3009–492.)

REFERENCES IN TEXT

Section 1730a of this title, referred to in subsec.
(f)(4)(A), was repealed by Pub. L. 101–73, title IV, § 407,
Aug. 9, 1989, 103 Stat. 363.

The Depository Institution Management Interlocks
Act, referred to in subsec. (k)(1)(A)(v), is title II of Pub.
L. 95–630, Nov. 10, 1978, 92 Stat. 3672, as amended, which
is classified principally to chapter 33 (§ 3201 et seq.) of
this title. For complete classification of this Act to the
Code, see Short Title note set out under section 3201 of
this title and Tables.

PRIOR PROVISIONS

Section is derived from subsec. (n) of former section
264 of this title. See Codification note set out under
section 1811 of this title.

AMENDMENTS

1996—Subsec. (a)(1). Pub. L. 104–208, § 2704(d)(14)(M)(i),
which directed substitution of ‘‘Deposit Insurance
Fund, the Special Reserve of the Deposit Insurance
Fund,’’ for ‘‘Bank Insurance Fund, the Savings Associa-
tion Insurance Fund,’’, was not executed. See Effective
Date of 1996 Amendment note below.

Subsec. (c)(4)(E). Pub. L. 104–208, § 2704(d)(14)(M)(ii),
which directed substitution of ‘‘fund’’ for ‘‘funds’’ in
heading and ‘‘the Deposit Insurance Fund’’ for ‘‘any in-
surance fund’’ in cl. (i), was not executed. See Effective
Date of 1996 Amendment note below.

Subsec. (c)(4)(G)(ii). Pub. L. 104–208,
§ 2704(d)(14)(M)(iii), which directed substitution of ‘‘De-
posit Insurance Fund’’ for ‘‘appropriate insurance
fund’’, ‘‘insured depository institutions’’ for ‘‘the mem-
bers of the insurance fund (of which such institution is
a member)’’, ‘‘each insured depository institution’s’’
for ‘‘each member’s’’, and ‘‘the institution’s’’ for ‘‘the
member’s’’ in two places, was not executed. See Effec-
tive Date of 1996 Amendment note below.

Subsec. (c)(11). Pub. L. 104–208, § 2704(d)(14)(M)(iv),
which directed striking out par. (11), was not executed.
See Effective Date of 1996 Amendment note below.

Subsec. (h). Pub. L. 104–208, § 2704(d)(14)(M)(v), which
directed substitution of ‘‘Deposit Insurance Fund’’ for
‘‘Bank Insurance Fund’’, was not executed. See Effec-
tive Date of 1996 Amendment note below.

Subsec. (k)(4)(B)(i). Pub. L. 104–208,
§ 2704(d)(14)(M)(vi), which directed substitution of ‘‘De-
posit Insurance Fund’’ for ‘‘Savings Association Insur-
ance Fund’’, was not executed. See Effective Date of
1996 Amendment note below.

Subsec. (k)(5)(A). Pub. L. 104–208, § 2704(d)(14)(M)(vii),
which directed substitution of ‘‘Deposit Insurance
Fund’’ for ‘‘Savings Association Insurance Fund’’, was
not executed. See Effective Date of 1996 Amendment
note below.

1994—Subsec. (c)(1)(B). Pub. L. 103–325, § 602(a)(34),
substituted ‘‘an insured bank in default’’ for ‘‘a in de-
fault insured bank’’ and ‘‘such insured bank’’ for ‘‘such
in default insured bank’’.

Subsec. (c)(2)(A). Pub. L. 103–325, § 602(a)(35), sub-
stituted ‘‘with another insured depository institution’’
for ‘‘with an insured institution’’ and ‘‘by another de-
pository institution’’ for ‘‘by an insured institution’’.

Subsec. (e). Pub. L. 103–325, § 317, designated existing
provisions as par. (1) and inserted heading, redesignated
former pars. (1) to (4) as subpars. (A) to (D) of par. (1),
respectively, and added par. (2).

Subsec. (f)(2)(B)(i). Pub. L. 103–325, § 602(a)(36), sub-
stituted ‘‘the insured bank in default’’ for ‘‘the in de-
fault insured bank’’.

Subsec. (f)(2)(B)(iii). Pub. L. 103–325, § 602(a)(37), sub-
stituted ‘‘of’’ for ‘‘of of’’ after ‘‘percent’’.
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Subsec. (f)(3). Pub. L. 103–325, § 602(a)(38), substituted
‘‘DEFAULT’’ for ‘‘CLOSING’’ in heading.

Subsec. (f)(6)(A). Pub. L. 103–325, § 602(a)(39), sub-
stituted ‘‘bank that is in default’’ for ‘‘bank that has in
default’’.

Subsec. (f)(6)(B)(i). Pub. L. 103–325, § 602(a)(40), in-
serted period for semicolon at end.

Subsec. (f)(7)(A), (B). Pub. L. 103–325, § 602(a)(41),
struck out ‘‘or’’ at end of subpar. (A) and substituted
‘‘; or’’ for period at end of subpar. (B).

Subsec. (f)(12)(A). Pub. L. 103–325, § 602(a)(42), sub-
stituted ‘‘are’’ for ‘‘is’’.

1991—Subsec. (c)(4) to (10). Pub. L. 102–242, § 141(a)(1),
(e), redesignated former pars. (5) to (9) as (6) to (10), re-
spectively, redesignated subpar. (B) of par. (4) as par.
(5), amended par. (4)(A) generally and redesignated it as
par. (4), further redesignated pars. (8) to (10) as (9) to
(11), respectively, and added par. (8). Prior to amend-
ment, par. (4)(A) read as follows: ‘‘No assistance shall
be provided under this subsection in an amount in ex-
cess of that amount which the Corporation determines
to be reasonably necessary to save the cost of liquidat-
ing, including paying the insured accounts of, such in-
sured depository institution, except that such restric-
tion shall not apply in any case in which the Corpora-
tion determines that the continued operation of such
insured depository institution is essential to provide
adequate depository services in its community. In cal-
culating the cost of assistance, the Corporation shall
include (i) the immediate and long-term obligations of
the Corporation with respect to such assistance, includ-
ing contingent liabilities, and (ii) the Federal tax reve-
nues foregone by the Government, to the extent reason-
ably ascertainable.’’

Subsec. (d)(3)(D). Pub. L. 102–242, § 123(b), added sub-
par. (D).

1989—Subsec. (a). Pub. L. 101–73, § 217(1), added head-
ing and text of subsec. (a) and struck out former sub-
sec. (a) which read as follows: ‘‘Money of the Corpora-
tion not otherwise employed shall be invested in obli-
gations of the United States or in obligations guaran-
teed as to principal and interest by the United States:
Provided, That the Corporation shall not sell or pur-
chase any such obligations for its own account and in
its own right and interest, at any one time aggregating
in excess of $100,000, without the approval of the Sec-
retary of the Treasury: And provided further, That the
Secretary of the Treasury may waive the requirement
of his approval with respect to any transaction or
classes of transactions subject to the provisions of this
subsection for such period of time and under such con-
ditions as he may determine.’’

Subsec. (b). Pub. L. 101–73, § 217(2), substituted ‘‘de-
pository accounts of the Corporation’’, ‘‘temporary
purposes of depository accounts’’, and ‘‘depository ac-
counts to facilitate’’ for ‘‘banking or checking ac-
counts of the Corporation’’, ‘‘temporary purposes of
banking and checking accounts’’, and ‘‘banking and
checking accounts to facilitate’’, respectively, and sub-
stituted ‘‘depository institution’’ for ‘‘bank’’ in four
places.

Pub. L. 101–73, § 201(a), substituted ‘‘insured deposi-
tory institutions’’ for ‘‘insured banks’’.

Subsec. (c)(1). Pub. L. 101–73, § 201(a), substituted ref-
erence to insured depository institution for reference
to insured bank in introductory provisions.

Subsec. (c)(1)(A). Pub. L. 101–73, § 217(3)(A), sub-
stituted ‘‘default’’ for ‘‘closing’’.

Pub. L. 101–73, § 201(a), substituted reference to in-
sured depository institution for reference to insured
bank.

Subsec. (c)(1)(B). Pub. L. 101–73, § 217(3)(C), which di-
rected the amendment of subsec. (c) by substituting
‘‘insured depository institution in default’’ for ‘‘in de-
fault insured depository institution’’ wherever appear-
ing, could not be executed because phrase ‘‘in default
insured depository institution’’ did not appear in text.

Pub. L. 101–73, § 217(3)(B), which directed the amend-
ment of subsec. (c) by substituting ‘‘a’’ for ‘‘an’’ wher-
ever appearing before ‘‘closed insured bank’’, could not

be executed because ‘‘an’’ did not appear before ‘‘closed
insured bank’’ in text.

Pub. L. 101–73, § 217(3)(A), substituted ‘‘in default’’ for
‘‘closed’’ in two places.

Subsec. (c)(1)(C). Pub. L. 101–73, § 201(a), substituted
references to insured depository institutions for ref-
erences to insured banks wherever appearing.

Subsec. (c)(2)(A). Pub. L. 101–73, § 217(3)(D)(i), sub-
stituted ‘‘such other insured depository institution’’
for ‘‘such insured institution’’ wherever appearing in
cls. (ii) and (iii) and ‘‘another insured depository insti-
tution’’ for ‘‘an insured depository institution’’ in in-
troductory provisions.

Pub. L. 101–73, § 217(3)(D)(ii), (iii), in introductory pro-
visions, substituted ‘‘the sale of any or all of the as-
sets’’ for ‘‘the sale of assets’’ and ‘‘or the assumption of
any or all’’ for ‘‘and the assumption’’.

Pub. L. 101–73, § 201(a), substituted ‘‘insured deposi-
tory institution’’ and ‘‘insured depository institu-
tion’s’’ for ‘‘insured bank’’ and ‘‘insured bank’s’’ wher-
ever appearing.

Subsec. (c)(2)(B). Pub. L. 101–73, § 217(3)(A), sub-
stituted ‘‘in default’’ for ‘‘closed’’ in cl. (i) and ‘‘de-
fault’’ for ‘‘closing’’ in cl. (ii).

Pub. L. 101–73, § 201(a), substituted references to in-
sured depository institutions for references to insured
banks wherever appearing.

Subsec. (c)(2)(C). Pub. L. 101–73, § 217(3)(E), added sub-
par. (C).

Subsec. (c)(3). Pub. L. 101–73, § 217(3)(F), substituted
‘‘subsection (f) or (k) of this section’’ for ‘‘subsection (f)
of this section’’.

Pub. L. 101–73, § 201(a), substituted reference to in-
sured depository institution for reference to insured
bank.

Subsec. (c)(4)(A). Pub. L. 101–73, § 217(3)(G), sub-
stituted ‘‘depository services’’ for ‘‘banking services’’
and inserted sentence at end relating to calculation of
the cost of assistance.

Pub. L. 101–73, § 201(a), substituted references to in-
sured depository institutions for references to insured
banks wherever appearing.

Subsec. (c)(4)(B). Pub. L. 101–73, § 201(a), substituted
reference to insured depository institution for ref-
erence to insured bank.

Subsec. (c)(5). Pub. L. 101–73, § 201(a), substituted ref-
erences to insured depository institutions for ref-
erences to insured banks wherever appearing.

Subsec. (c)(6). Pub. L. 101–73, § 217(3)(J), added par. (6).
Former par. (6) redesignated (7).

Subsec. (c)(7). Pub. L. 101–73, § 217(3)(I), redesignated
par. (6) as (7). Former par. (7) redesignated (8).

Subsec. (c)(8). Pub. L. 101–73, § 217(3)(H), (I), redesig-
nated par. (7) as (8) and struck out former par. (8) which
read as follows: ‘‘For purposes of this subsection, the
term ‘insured institution’ means an insured bank as de-
fined in section 1813 of this title or an insured institu-
tion as defined in section 1724 of this title.’’

Subsec. (c)(9). Pub. L. 101–73, § 217(3)(K), added par. (9).
Subsec. (d). Pub. L. 101–73, § 217(4), added subsec. (d)

and struck out former subsec. (d), changing the struc-
ture of the subsection from a single unnumbered para-
graph to one consisting of four numbered paragraphs.

Subsec. (e). Pub. L. 101–73, § 217(4), added subsec. (e)
and struck out former subsec. (e) which read as follows:
‘‘No agreement which tends to diminish or defeat the
right, title or interest of the Corporation in any asset
acquired by it under this section, either as security for
a loan or by purchase, shall be valid against the Cor-
poration unless such agreement (1) shall be in writing,
(2) shall have been executed by the bank and the person
or persons claiming an adverse interest thereunder, in-
cluding the obligor, contemporaneously with the acqui-
sition of the asset by the bank, (3) shall have been ap-
proved by the board of directors of the bank or its loan
committee, which approval shall be reflected in the
minutes of said board or committee, and (4) shall have
been, continuously, from the time of its execution, an
official record of the bank.’’

Subsec. (f)(1). Pub. L. 101–73, § 217(5)(C), inserted ‘‘sav-
ings association’’ after ‘‘out-of-State bank’’.
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Subsec. (f)(2)(A). Pub. L. 101–73, § 217(5)(A), (B), sub-
stituted ‘‘is in default’’ for ‘‘is closed’’, and ‘‘bank in
default’’ for ‘‘closed bank’’ in three places.

Subsec. (f)(2)(B). Pub. L. 101–73, § 217(5)(A), (D), sub-
stituted ‘‘in default insured bank’’ for ‘‘closed insured
bank’’ in cl. (i), and ‘‘a vote of 75 percent of’’ for ‘‘a
unanimous vote’’ in cl. (iii).

Subsec. (f)(3)(A)(i), (ii), (C), (E). Pub. L. 101–73,
§ 217(5)(A), substituted ‘‘danger of default’’ for ‘‘danger
of closing’’.

Subsec. (f)(4)(A). Pub. L. 101–73, § 217(5)(E), struck out
‘‘the constitution of any State,’’ after ‘‘State law,’’.

Subsec. (f)(5). Pub. L. 101–73, § 217(5)(A), (B), sub-
stituted ‘‘danger of default’’ for ‘‘danger of closing’’
and ‘‘bank in default’’ for ‘‘closed bank’’.

Subsec. (f)(6)(A). Pub. L. 101–73, § 217(5)(A), (F), sub-
stituted ‘‘the bank that has in default or is in danger
of default’’ for ‘‘the bank that has closed or is in danger
of closing’’ and ‘‘the Corporation shall permit the of-
feror which made the initial lowest acceptable offer
and’’ for ‘‘the Corporation shall permit’’.

Subsec. (f)(7)(C). Pub. L. 101–73, § 217(5)(G), added sub-
par. (C).

Subsec. (f)(8)(A). Pub. L. 101–73, § 217(5)(H), redesig-
nated subpar. (C) as (A) and struck out former subpar.
(A) which read as follows: ‘‘the term ‘receiver’ means
the Corporation when it has been appointed the re-
ceiver of a closed insured bank;’’.

Pub. L. 101–73, § 217(5)(A), (B), substituted ‘‘danger of
default’’ for ‘‘danger of closing’’ in two places and
‘‘bank in default’’ for ‘‘closed bank’’ in two places.

Subsec. (f)(8)(B). Pub. L. 101–73, § 217(5)(H), redesig-
nated subpar. (E) as (B) and struck out former subpar.
(B) which read as follows: ‘‘the term ‘insured deposi-
tory institution’ means an insured bank or an associa-
tion or savings bank insured by the Federal Savings
and Loan Insurance Corporation;’’.

Subsec. (f)(8)(C). Pub. L. 101–73, § 217(5)(H), redesig-
nated subpar. (F) as (C). Former subpar. (C) redesig-
nated (A).

Subsec. (f)(8)(D). Pub. L. 101–73, § 217(5)(H), redesig-
nated subpar. (G) as (D) and struck out former subpar.
(D) which read as follows: ‘‘the term ‘bank in danger of
closing’ means an insured bank with respect to which
the appropriate Federal or State chartering authority
certifies in writing that—

‘‘(i)(I) the bank is not likely to be able to meet the
demands of such bank’s depositors or pay the obliga-
tions of the bank in the normal course of business,
and

‘‘(II) there is no reasonable prospect that the bank
will be able to meet such demands or pay such obliga-
tions without Federal assistance; or

‘‘(ii)(I) the bank has incurred or is likely to incur
losses that will deplete all or substantially all of the
capital of the bank, and

‘‘(II) there is no reasonable prospect for the replen-
ishment of the bank’s capital without Federal assist-
ance;’’.
Subsec. (f)(8)(E) to (G). Pub. L. 101–73, § 217(5)(H), re-

designated subpars. (E) to (G) as (B) to (D), respec-
tively.

Subsec. (f)(9). Pub. L. 101–73, § 217(5)(I), substituted
‘‘certain subsidiaries’’ for ‘‘nonbank subsidiaries’’ in
heading, ‘‘subsidiary, other than a subsidiary that is an
insured depository institution,’’ for ‘‘subsidiary’’ and
‘‘holding company’’ for ‘‘holding company which is not
an insured bank’’ in subpar. (A), and ‘‘intermediate
holding company or an affiliate of an insured deposi-
tory institution’’ for ‘‘intermediate holding company’’
in subpar. (B).

Subsec. (f)(12). Pub. L. 101–73, § 217(5)(J), added par.
(12).

Subsec. (h). Pub. L. 101–73, § 217(6), substituted ‘‘an in-
sured depository institution in default’’ for ‘‘a closed
insured depository institution’’, ‘‘default’’ for ‘‘clos-
ing’’, and ‘‘Bank Insurance Fund’’ for ‘‘insurance fund’’.

Pub. L. 101–73, § 201(a), substituted ‘‘insured deposi-
tory institution’’ for ‘‘insured bank’’ wherever appear-
ing.

Subsec. (i)(1)(A). Pub. L. 101–73, § 217(7)(A), inserted
‘‘depository’’ before ‘‘institution’’ in three places.

Subsec. (i)(1)(C). Pub. L. 101–73, § 217(7)(B), substituted
‘‘Corporation’’ for ‘‘corporation’’ where first appearing,
‘‘chartered depository institution’’ for ‘‘chartered
bank’’, ‘‘State member bank, a savings association,’’
for ‘‘State member bank’’, and ‘‘Federal Reserve Sys-
tem or the Director of the Office of Thrift Supervision’’
for ‘‘Federal Reserve System’’.

Subsec. (i)(1)(D). Pub. L. 101–73, § 217(7)(A), inserted
‘‘depository’’ before ‘‘institution’’ in two places.

Subsec. (i)(2). Pub. L. 101–73, § 217(7)(A), (C), inserted
‘‘depository’’ before ‘‘institution’’ in two places, and
struck out ‘‘or insured or guaranteed under State law’’
after ‘‘insured under this chapter’’.

Subsec. (i)(3) to (9). Pub. L. 101–73, § 217(7)(A), inserted
‘‘depository’’ before ‘‘institution’’ wherever appearing.

Subsec. (i)(10). Pub. L. 101–73, § 217(7)(D), struck out
par. (10) which read as follows: ‘‘Notwithstanding any
other Federal or State law, net worth certificates pur-
chased by the Corporation under this subsection shall
be deemed to be net worth for statutory and regulatory
purposes.’’

Subsec. (i)(11). Pub. L. 101–73, § 217(7)(A), inserted ‘‘de-
pository’’ before ‘‘institution’’.

Subsec. (i)(12). Pub. L. 101–73, § 217(7)(D), struck out
par. (12) which read as follows: ‘‘The Corporation may
provide assistance to a qualified institution which is
not an insured institution only if the State fund which
insures or guarantees the deposits of such qualified in-
stitution enters into an agreement with the Corpora-
tion which provides that—

‘‘(A) the State fund will indemnify the Corporation
for any losses which the Corporation may incur as a
result of providing assistance under this subsection
to such qualified institution; and

‘‘(B) during any period when such qualified institu-
tion has outstanding capital instruments issued in
accordance with this subsection, the State insurance
fund maintains a level of assessments on its members
which results in costs to its members which are at
least equivalent to the premium assessments paid to
the Corporation by insured institutions during such
period.’’
Subsec. (i)(13). Pub. L. 101–73, § 217(7)(A), inserted ‘‘de-

pository’’ before ‘‘institution’’ in two places.
Subsec. (k). Pub. L. 101–73, § 217(8), added subsec. (k).
1987—Pub. L. 100–86, § 509(a), repealed Pub. L. 97–320,

§ 141. See 1982 Amendment notes below.
Subsec. (f)(1). Pub. L. 100–86, § 502(a), amended par. (1)

generally. Prior to amendment, par. (1) read as follows:
‘‘Nothing contained in paragraph (2) or (3) shall be con-
strued to limit the Corporation’s powers in subsection
(c) of this section to assist a transaction under para-
graph (2) or (3).’’

Subsec. (f)(3). Pub. L. 100–86, § 502(b), amended par. (3)
generally, substituting subpars. (A) to (G) relating to
emergency interstate acquisitions of insured banks in
danger of closing for former subpars. (A) to (C) which
authorized merger, purchase of assets, or assumption of
liabilities of insured bank organized in mutual form
with total assets of $500,000,000 or more upon Corpora-
tion’s determination it was in danger of closing.

Subsec. (f)(4). Pub. L. 100–86, § 502(c)(1), redesignated
cls. (i) to (iii) as subpars. (A) to (C), amended subpar.
(A) generally, and added subpars. (D) and (E). Prior to
amendment, subpar. (A), as so redesignated, read as fol-
lows: ‘‘Notwithstanding section 1842(d) of this title or
any other provision of law, State or Federal, or the
constitution of any State, an institution that merges
with or acquires an insured bank under paragraph (2) or
(3) is authorized to be and shall be operated as a sub-
sidiary of an out-of-State bank or bank holding com-
pany, except that an out-of-State bank may operate
the resulting institution as a subsidiary only if such
ownership is otherwise specifically authorized.’’

Subsec. (f)(5). Pub. L. 100–86, § 502(i)(1), struck out ‘‘to
permit’’ before ‘‘an acquisition’’.

Subsec. (f)(6)(A). Pub. L. 100–86, § 502(i)(2), substituted
‘‘where the bank’’ for ‘‘where the closed bank’’ and ‘‘in-
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State holding company’’ for ‘‘in-State bank holding
company’’.

Subsec. (f)(6)(B). Pub. L. 100–86, § 502(c)(2)(A), added
cls. (ii) to (vi) and struck out former cls. (ii) to (iv)
which read as follows:

‘‘(ii) Second, between depository institutions of the
same type in different States;

‘‘(iii) Third, between depository institutions of dif-
ferent types in the same State; and

‘‘(iv) Fourth, between depository institutions of dif-
ferent types in different States.’’

Subsec. (f)(6)(C). Pub. L. 100–86, § 502(c)(2)(B), amended
subpar. (C) generally. Prior to amendment, subpar. (C)
read as follows: ‘‘In considering offers from different
States, the Corporation shall give a priority to offers
from adjoining States.’’

Subsec. (f)(8)(D) to (G). Pub. L. 100–86, § 502(d)–(g),
added subpars. (D) to (G).

Subsec. (f)(9) to (11). Pub. L. 100–86, § 502(c)(3)–(5),
added pars. (9) to (11).

Subsec. (j). Pub. L. 100–86, § 801, added subsec. (j).
1983—Subsec. (i)(1)(D). Pub. L. 98–29 inserted provi-

sion that issuance of net worth certificates in accord-
ance with this subsection shall not constitute a default
under the terms of any debt obligations subordinated
to the claims of general creditors which were outstand-
ing when such net worth certificates were issued.

1983—Subsec. (c)(5)(A). Pub. L. 97–457, § 1(a), inserted
‘‘or dividends’’ after ‘‘interest’’.

Subsec. (f)(1). Pub. L. 97–457, § 4, substituted ‘‘para-
graph’’ for ‘‘paragraphs’’ wherever appearing.

Subsec. (i)(9). Pub. L. 97–457, § 10, inserted ‘‘or divi-
dends’’ after ‘‘interest’’.

1982—Subsec. (c). Pub. L. 97–320, § 111, substituted pro-
visions contained in numbered pars. (1) through (8) re-
lating to the Corporation’s authority to assist insured
banks for prior provisions contained in a single undes-
ignated paragraph authorizing the Corporation, in
order to reopen a closed insured bank or, when the Cor-
poration had determined that an insured bank was in
danger of closing, in order to prevent such closing, in
the discretion of its Board of Directors, to make loans
to, or purchase the assets of, or make deposits in, such
insured bank, upon such terms and conditions as the
Board of Directors might prescribe, when in the opinion
of the Board of Directors the continued operation of
such bank was essential to provide adequate banking
service in the community, with such loans and deposits
to be in subordination to the rights of depositors and
other creditors.

Pub. L. 97–320, § 141(a)(1), which directed the repeal of
par. (5) effective Oct. 13, 1986, was repealed by Pub. L.
100–86, § 509(a). See Effective and Termination Dates of
1982 Amendment note and Extension of Emergency Ac-
quisition and Net Worth Guarantee Provisions of Pub.
L. 97–320 note set out under section 1464 of this title.

Subsec. (e). Pub. L. 97–320, § 113(m)(2), inserted ‘‘(e)’’
before ‘‘No agreement’’ and struck out provision au-
thorizing the Board of Directors, for the purpose of
averting loss to the Corporation and facilitating a
merger of an insured bank or facilitating the sale of an
insured bank’s assets and assumption of its liabilities
by another insured bank, to make secured loans or to
purchase the insured bank’s assets or to guarantee an-
other insured bank against loss by reason of its assum-
ing the liabilities and purchasing the assets of an in-
sured bank, and authorizing national or District banks
or the Corporation as receiver thereof to contract for
such sales or loans and to pledge assets to secure such
loans.

Subsecs. (f) to (h). Pub. L. 97–320, §§ 113(m)(1), 116,
added subsec. (f) and redesignated former subsecs. (f)
and (g) as (g) and (h), respectively.

Pub. L. 97–320, § 141(a)(3), which directed that, effec-
tive Oct. 13, 1986, the provisions of law amended by sec-
tion 116 of Pub. L. 97–320 shall be amended to read as
they would without such amendment, was repealed by
Pub. L. 100–86, § 509(a). See Effective and Termination
Dates of 1982 Amendment note and Extension of Emer-
gency Acquisition and Net Worth Guarantee Provisions

of Pub. L. 97–320 note set out under section 1464 of this
title.

Subsec. (i). Pub. L. 97–320, §§ 203, 206, added subsec. (i),
relating to net worth certificates, and provided for its
prospective repeal. See Effective Date of 1982 Amend-
ment note below.

1978—Subsec. (g). Pub. L. 95–369 added subsec. (g).

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–208 effective Jan. 1, 1999,
if no insured depository institution is a savings asso-
ciation on that date, see section 2704(c) of Pub. L.
104–208, set out as a note under section 1821 of this title.

EFFECTIVE DATE OF 1983 AMENDMENTS

Section 1(b) of Pub. L. 98–29 provided that: ‘‘The
amendment made by subsection (a) [amending this sec-
tion] shall be deemed to have taken effect on the date
of enactment of the Garn-St Germain Depository Insti-
tutions Act of 1982 [Oct. 15, 1982].’’

Section 1(b) of Pub. L. 97–457 provided that: ‘‘The
amendment made by subsection (a) [amending this sec-
tion] shall be deemed to have taken effect upon the en-
actment of Public Law 97–320 [Oct. 15, 1982].’’

Section 10(b) of Pub. L. 97–457 provided that: ‘‘The
amendment made by subsection (a) [amending this sec-
tion] shall be deemed to have taken effect upon the en-
actment of Public Law 97–320 [Oct. 15, 1982].’’

EFFECTIVE DATE OF 1982 AMENDMENT

Section 206 of Pub. L. 97–320, as amended by Pub. L.
97–457, § 11, Jan. 12, 1983, 96 Stat. 2508; Pub. L. 99–120,
§ 6(b), Oct. 8, 1985, 99 Stat. 504; Pub. L. 99–278, § 1(b), Apr.
24, 1986, 100 Stat. 397; Pub. L. 99–400, § 1(b), Aug. 27, 1986,
100 Stat. 902; Pub. L. 99–452, § 1(b), Oct. 8, 1986, 100 Stat.
1140; Pub. L. 100–86, title V, § 509(b), Aug. 10, 1987, 101
Stat. 635, provided that:

‘‘(a) On October 13, 1991, section 406(f)(5) of the Na-
tional Housing Act [12 U.S.C. 1729(f)(5)] and section 13(i)
of the Federal Deposit Insurance Act [12 U.S.C. 1823(i)]
are repealed.

‘‘(b) The repeal by subsection (a) shall have no effect
on any action taken or authorized pursuant to the
amendments made by this title [see Short Title of 1982
Amendments note set out under section 1811 of this
title] by or for a qualified institution while such
amendments were in effect and while net worth certifi-
cates issued pursuant to these amendments are out-
standing.’’

GAO COMPLIANCE AUDIT

Section 141(a)(2) of Pub. L. 102–242, as amended by
Pub. L. 104–316, title I, § 106(b), Oct. 19, 1996, 110 Stat.
3830, provided that: ‘‘The Comptroller General of the
United States shall audit, under such conditions as the
Comptroller General determines to be appropriate, the
Federal Deposit Insurance Corporation and the Resolu-
tion Trust Corporation to determine the extent to
which such corporations are complying with section
13(c)(4) of the Federal Deposit Insurance Act [12 U.S.C.
1823(c)(4)].’’

EARLY RESOLUTION OF TROUBLED INSURED DEPOSITORY
INSTITUTIONS

Section 143 of Pub. L. 102–242 provided that:
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‘‘(a) IN GENERAL.—It is the sense of the Congress that
the Federal banking agencies should facilitate early
resolution of troubled insured depository institutions
whenever feasible if early resolution would have the
least possible long-term cost to the deposit insurance
fund, consistent with the least-cost and prompt correc-
tive action provisions of the Federal Deposit Insurance
Act [12 U.S.C. 1811 et seq.].

‘‘(b) GENERAL PRINCIPLES.—In encouraging the Fed-
eral banking agencies to pursue early resolution strate-
gies, the Congress contemplates that any resolution
transaction under section 13(c) of that Act [12 U.S.C.
1823(c)] would observe the following general principles:

‘‘(1) COMPETITIVE NEGOTIATION.—The transaction
should be negotiated competitively, taking into ac-
count the value of expediting the process.

‘‘(2) RESULTING INSTITUTION ADEQUATELY CAPITAL-
IZED.—Any insured depository institution created or
assisted in the transaction (hereafter the ‘resulting
institution’) and any institution acquiring the trou-
bled institution should meet all applicable minimum
capital standards.

‘‘(3) SUBSTANTIAL PRIVATE INVESTMENT.—The trans-
action should involve substantial private investment.

‘‘(4) CONCESSIONS.—Preexisting owners and debt-
holders of any troubled institution or its holding
company should make substantial concessions.

‘‘(5) QUALIFIED MANAGEMENT.—Directors and senior
management of the resulting institution should be
qualified to perform their duties, and should not in-
clude individuals substantially responsible for the
troubled institution’s problems.

‘‘(6) FDIC’S PARTICIPATION.—The transaction should
give the Federal Deposit Insurance Corporation an
opportunity to participate in the success of the re-
sulting institution.

‘‘(7) STRUCTURE OF TRANSACTION.—The transaction
should, insofar as practical, be structured so that—

‘‘(A) the Federal Deposit Insurance Corporation—
‘‘(i) does not acquire a significant proportion of

the troubled institution’s problem assets;
‘‘(ii) succeeds to the interests of the troubled

institution’s preexisting owners and debtholders
in proportion to the assistance the Corporation
provides; and

‘‘(iii) limits the Corporation’s assistance in
term and amount; and
‘‘(B) new investors share risk with the Corpora-

tion.
‘‘(c) REPORT.—Two years after the date of enactment

of this Act [Dec. 19, 1991], the Federal Deposit Insur-
ance Corporation shall submit a report to Congress
analyzing the effect of early resolution on the deposit
insurance funds.’’

EXTENSION OF EMERGENCY ACQUISITION AND NET
WORTH GUARANTEE PROVISIONS OF PUB. L. 97–320

No amendment made by section 141(a) of Pub. L.
97–320, set out as a note under section 1464 of this title,
or section 206(a) of Pub. L. 97–320, set out as a note
above, as in effect before Aug. 10, 1987, to any other pro-
vision of law to be deemed to have taken effect before
such date and any such provision of law to be in effect
as if no such amendment had been made before such
date, see section 509(c) of Pub. L. 100–86, set out as a
note under section 1464 of this title.

No amendment made by section 141(a) or section
206(a) of Pub. L. 97–320, set out as notes under sections
1464 and 1729 of this title, respectively, as in effect on
the day before Oct. 8, 1986, to any other provision of law
to be deemed to have taken effect before such date and
any such provision of law to be in effect as if no such
amendment had taken effect before such date, see sec-
tion 1(c) of Pub. L. 99–452, set out as a note under sec-
tion 1464 of this title.

Sections 141(a) and 206(a) of Pub. L. 97–320, which are
set out as notes under sections 1464 and 1729 of this
title, as such sections were in effect on the day after
Aug. 27, 1986, applicable as if such sections had been in-
cluded in Pub. L. 97–320 on Oct. 15, 1982, with no amend-

ment made by any such section to any other provision
of law to be deemed to have taken effect before Aug. 27,
1986, and any such provision of law to be in effect as if
no such amendment had taken effect before Aug. 27,
1986, see section 1(c) of Pub. L. 99–400, set out as a note
under section 1464 of this title.

ANNUAL REPORTS TO CONGRESS BY FEDERAL HOME
LOAN BANK BOARD AND FEDERAL DEPOSIT INSURANCE
CORPORATION ON PURCHASES OF NET WORTH CERTIFI-
CATES

Section 204 of Pub. L. 97–320 provided that: ‘‘The Fed-
eral Home Loan Bank Board and the Board of Directors
of the Federal Deposit Insurance Corporation shall
each transmit an annual report to each House of the
Congress specifying the types and amounts of net
worth certificates purchased from each depository in-
stitution and the conditions imposed on each such de-
pository institution.’’

[For termination, effective May 15, 2000, of reporting
provisions relating to the Federal Deposit Insurance
Corporation in section 204 of Pub. L. 97–320, set out
above, see section 3003 of Pub. L. 104–66, as amended, set
out as a note under section 1113 of Title 31, Money and
Finance, and page 167 of House Document No. 103–7.]

SEMIANNUAL AUDIT BY COMPTROLLER GENERAL OF NET
WORTH CERTIFICATE PROGRAMS OF FEDERAL DEPOSIT
INSURANCE CORPORATION AND FEDERAL HOME LOAN
BANK BOARD

Section 205 of Pub. L. 97–320 provided that: ‘‘The
Comptroller General of the United States shall conduct
on a semiannual basis an audit of the net worth certifi-
cate programs of the Federal Deposit Insurance Cor-
poration and the Federal Home Loan Bank Board. A re-
port on each such audit shall be transmitted to each
House of the Congress.’’

[For termination, effective May 15, 2000, of reporting
provisions in section 205 of Pub. L. 97–320, set out
above, see section 3003 of Pub. L. 104–66, as amended, set
out as a note under section 1113 of Title 31, Money and
Finance, and page 3 of House Document No. 103–7.]

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 36, 43, 1441a,
1464, 1467a, 1817, 1820, 1821, 1828, 1831o, 1831r, 1831r–1,
1831u, 1842, 1843, 1849, 2605 of this title; title 18 section
1032; title 26 section 597.

§ 1824. Borrowing authority

(a) Borrowing from Treasury
The Corporation is authorized to borrow from

the Treasury, and the Secretary of the Treasury
is authorized and directed to loan to the Cor-
poration on such terms as may be fixed by the
Corporation and the Secretary, such funds as in
the judgment of the Board of Directors of the
Corporation are from time to time required for
insurance purposes, not exceeding in the aggre-
gate $30,000,000,000 outstanding at any one time,
subject to the approval of the Secretary of the
Treasury: Provided, That the rate of interest to
be charged in connection with any loan made
pursuant to this subsection shall not be less
than an amount determined by the Secretary of
the Treasury, taking into consideration current
market yields on outstanding marketable obli-
gations of the United States of comparable ma-
turities. For such purpose the Secretary of the
Treasury is authorized to use as a public-debt
transaction the proceeds of the sale of any secu-
rities hereafter issued under chapter 31 of title
31, and the purposes for which securities may be
issued under chapter 31 of title 31 are extended
to include such loans. Any such loan shall be
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used by the Corporation solely in carrying out
its functions with respect to such insurance. All
loans and repayments under this subsection
shall be treated as public-debt transactions of
the United States. The Corporation may employ
any funds obtained under this section for pur-
poses of the Bank Insurance Fund or the Savings
Association Insurance Fund and the borrowing
shall become a liability of each such fund to the
extent funds are employed therefor. There are
hereby appropriated to the Secretary, for fiscal
year 1989 and each fiscal year thereafter, such
sums as may be necessary to carry out this sub-
section.
(b) Borrowing from Federal Financing Bank

The Corporation is authorized to issue and sell
the Corporation’s obligations, on behalf of the
Bank Insurance Fund or Savings Association In-
surance Fund, to the Federal Financing Bank
established by the Federal Financing Bank Act
of 1973 [12 U.S.C. 2281 et seq.]. The Federal Fi-
nancing Bank is authorized to purchase and sell
the Corporation’s obligations on terms and con-
ditions determined by the Federal Financing
Bank. Any such borrowings shall be obligations
subject to the obligation limitation of section
1825(c) of this title. This subsection does not af-
fect the eligibility of any other entity to borrow
from the Federal Financing Bank.
(c) Repayment schedules required for any bor-

rowing
(1) In general

No amount may be provided by the Sec-
retary of the Treasury to the Corporation
under subsection (a) of this section unless an
agreement is in effect between the Secretary
and the Corporation which—

(A) provides a schedule for the repayment
of the outstanding amount of any borrowing
under such subsection; and

(B) demonstrates that income to the Cor-
poration from assessments under this chap-
ter will be sufficient to amortize the out-
standing balance within the period estab-
lished in the repayment schedule and pay
the interest accruing on such balance.

(2) Consultation with and report to Congress
The Secretary of the Treasury and the Cor-

poration shall—
(A) consult with the Committee on Bank-

ing, Finance and Urban Affairs of the House
of Representatives and the Committee on
Banking, Housing, and Urban Affairs of the
Senate on the terms of any repayment
schedule agreement described in paragraph
(1) relating to repayment, including terms
relating to any emergency special assess-
ment under section 1817(b)(7) of this title;
and

(B) submit a copy of each repayment
schedule agreement entered into under para-
graph (1) to the Committee on Banking, Fi-
nance and Urban Affairs of the House of Rep-
resentatives and the Committee on Banking,
Housing, and Urban Affairs of the Senate be-
fore the end of the 30-day period beginning
on the date any amount is provided by the
Secretary of the Treasury to the Corpora-
tion under subsection (a) of this section.

(3) Industry repayment
(A) BIF member payments

No agreement or repayment schedule
under paragraph (1) shall require any pay-
ment by a Bank Insurance Fund member for
funds obtained under subsection (a) of this
section for purposes of the Savings Associa-
tion Fund.
(B) SAIF member payments

No agreement or repayment schedule
under paragraph (1) shall require any pay-
ment by a Savings Association Insurance
Fund member for funds obtained under sub-
section (a) of this section for purposes of the
Bank Insurance Fund.

(d) Borrowing for BIF from BIF members
(1) Borrowing authority

The Corporation may issue obligations to
Bank Insurance Fund members, and may bor-
row from Bank Insurance Fund members and
give security for any amount borrowed, and
may pay interest on (and any redemption pre-
mium with respect to) any such obligation or
amount to the extent—

(A) the proceeds of any such obligation or
amount are used by the Corporation solely
for purposes of carrying out the Corpora-
tion’s functions with respect to the Bank In-
surance Fund; and

(B) the terms of the obligation or instru-
ment limit the liability of the Corporation
or the Bank Insurance Fund for the payment
of interest and the repayment of principal to
the amount which is equal to the amount of
assessment income received by the Fund
from assessments under section 1817 of this
title.

(2) Limitations on borrowing
(A) Applicability of public debt limit

For purposes of the public debt limit es-
tablished in section 3101(b) of title 31, any
obligation issued, or amount borrowed, by
the Corporation under paragraph (1) shall be
considered to be an obligation to which such
limit applies.
(B) Applicability of FDIC borrowing limit

For purposes of the dollar amount limita-
tion established in subsection (a) of this sec-
tion, any obligation issued, or amount bor-
rowed, by the Corporation under paragraph
(1) shall be considered to be an amount bor-
rowed from the Treasury under such sub-
section.
(C) Interest rate limit

The rate of interest payable in connection
with any obligation issued, or amount bor-
rowed, by the Corporation under paragraph
(1) shall not exceed an amount determined
by the Secretary of the Treasury, taking
into consideration current market yields on
outstanding marketable obligations of the
United States of comparable maturities.
(D) Obligations to be held only by BIF mem-

bers
The terms of any obligation issued by the

Corporation under paragraph (1) shall pro-
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vide that the obligation will be valid only if
held by a Bank Insurance Fund member.

(3) Liability of BIF
Any obligation issued or amount borrowed

under paragraph (1) shall be a liability of the
Bank Insurance Fund.
(4) Terms and conditions

Subject to paragraphs (1) and (2), the Cor-
poration shall establish the terms and condi-
tions for obligations issued or amounts bor-
rowed under paragraph (1), including interest
rates and terms to maturity.
(5) Investment by BIF members

(A) Authority to invest
Subject to subparagraph (B) and notwith-

standing any other provision of Federal law
or the law of any State, any Bank Insurance
Fund member may purchase and hold for in-
vestment any obligation issued by the Cor-
poration under paragraph (1) without limita-
tion, other than any limitation the appro-
priate Federal banking agency may impose
specifically with respect to such obligations.
(B) Investment only from capital and re-

tained earnings
Any Bank Insurance Fund member may

purchase obligations or make loans to the
Corporation under paragraph (1) only to the
extent the purchase money or the money
loaned is derived from the member’s capital
or retained earnings.

(6) Accounting treatment
In accounting for any investment in an obli-

gation purchased from, or any loan made to,
the Corporation for purposes of determining
compliance with any capital standard and pre-
paring any report required pursuant to section
1817(a) of this title, the amount of such invest-
ment or loan shall be treated as an asset.

(Sept. 21, 1950, ch. 967, § 2[14], 64 Stat. 890; Pub. L.
101–73, title II, § 218, Aug. 9, 1989, 103 Stat. 261;
Pub. L. 101–508, title II, § 2005, Nov. 5, 1990, 104
Stat. 1388–16; Pub. L. 102–242, title I, §§ 101, 103(a),
105, Dec. 19, 1991, 105 Stat. 2236, 2237, 2239; Pub. L.
102–550, title XVI, § 1603(a)(2), Oct. 28, 1992, 106
Stat. 4078; Pub. L. 103–204, § 10, Dec. 17, 1993, 107
Stat. 2389; Pub. L. 104–208, div. A, title II,
§ 2704(d)(14)(N)–(Q), Sept. 30, 1996, 110 Stat.
3009–493.)

REFERENCES IN TEXT

The Federal Financing Bank Act of 1973, referred to
in subsec. (b), is Pub. L. 93–224, Dec. 29, 1973, 87 Stat.
937, as amended, which is classified generally to chap-
ter 24 (§ 2281 et seq.) of this title. For complete classi-
fication of this Act to the Code, see Short Title note
set out under section 2281 of this title and Tables.

CODIFICATION

‘‘Chapter 31 of title 31’’ substituted in subsec. (a) for
‘‘the Second Liberty Bond Act, as amended’’ on author-
ity of Pub. L. 97–258, § 4(b), Sept. 13, 1982, 96 Stat. 1067,
the first section of which enacted Title 31, Money and
Finance.

PRIOR PROVISIONS

Section is derived from subsec. (o) of former section
264 of this title. See Codification note set out under
section 1811 of this title.

AMENDMENTS

1996—Subsec. (a). Pub. L. 104–208, § 2704(d)(14)(N),
which directed substitution of ‘‘Deposit Insurance
Fund’’ for ‘‘Bank Insurance Fund or the Savings Asso-
ciation Insurance Fund’’ and ‘‘the Deposit Insurance
Fund’’ for ‘‘each such fund’’ in fifth sentence, was not
executed. See Effective Date of 1996 Amendment note
below.

Subsec. (b). Pub. L. 104–208, § 2704(d)(14)(O), which di-
rected substitution of ‘‘Deposit Insurance Fund’’ for
‘‘Bank Insurance Fund or Savings Association Insur-
ance Fund’’, was not executed. See Effective Date of
1996 Amendment note below.

Subsec. (c)(3). Pub. L. 104–208, § 2704(d)(14)(P), which
directed striking out par. (3), was not executed. See Ef-
fective Date of 1996 Amendment note below.

Subsec. (d). Pub. L. 104–208, § 2704(d)(14)(Q), which di-
rected substitution of ‘‘DIF’’ for ‘‘BIF’’ and ‘‘Deposit
Insurance Fund’’ for ‘‘Bank Insurance Fund’’ wherever
appearing, was not executed. See Effective Date of 1996
Amendment note below.

1993—Subsec. (c)(3). Pub. L. 103–204 added par. (3).
1992—Subsec. (d)(2)(D). Pub. L. 102–550 substituted

‘‘member’’ for ‘‘Member’’.
1991—Subsec. (a). Pub. L. 102–242, § 101, substituted

‘‘$30,000,000,000’’ for ‘‘$5,000,000,000’’.
Subsec. (c). Pub. L. 102–242, § 103(a), added subsec. (c).
Subsec. (d). Pub. L. 102–242, § 105, added subsec. (d).
1990—Pub. L. 101–508 inserted section catchline, des-

ignated existing provisions as subsec. (a), inserted
heading, substituted ‘‘this subsection’’ for ‘‘this sec-
tion’’ wherever appearing, substituted ‘‘The Corpora-
tion may employ any funds obtained under this sec-
tion’’ for ‘‘The Corporation may employ such funds’’,
and added subsec. (b).

1989—Pub. L. 101–73 substituted ‘‘$5,000,000,000 out-
standing at any one time, subject to the approval of the
Secretary of the Treasury’’ for ‘‘$3,000,000,000 outstand-
ing at any one time’’, substituted ‘‘an amount deter-
mined by the Secretary of the Treasury, taking into
consideration current market yields on outstanding
marketable obligations of the United States of com-
parable maturities’’ for ‘‘the current average rate on
outstanding marketable and nonmarketable obliga-
tions of the United States as of the last day of the
month preceding the making of such loan’’, and in-
serted at end ‘‘The Corporation may employ such funds
for purposes of the Bank Insurance Fund or the Savings
Association Insurance Fund and the borrowing shall be-
come a liability of each such fund to the extent funds
are employed therefor. There are hereby appropriated
to the Secretary, for fiscal year 1989 and each fiscal
year thereafter, such sums as may be necessary to
carry out this section.’’

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–208 effective Jan. 1, 1999,
if no insured depository institution is a savings asso-
ciation on that date, see section 2704(c) of Pub. L.
104–208, set out as a note under section 1821 of this title.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
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ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.

RETIREMENT AND CANCELLATION OF CAPITAL STOCK;
PAYMENTS OF CAPITAL AND SURPLUS TO SECRETARY
OF THE TREASURY

Section 1 of act Aug. 5, 1947, ch. 492, 61 Stat. 773, di-
rected the Federal Deposit Insurance Corporation to re-
tire its capital stock by paying the amount received
therefor (whether received from the Secretary of the
Treasury or the Federal Reserve banks) to the Sec-
retary of the Treasury, to be covered into the Treasury
as miscellaneous receipts, with the Corporation to pay
to the Secretary so much of its capital and surplus as
is in excess of $1,000,000,000, the balance of the amount
to be paid to the Secretary in units of $10,000,000 except
that the last unit to be paid could be less than
$10,000,000.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1817, 1821, 1825,
2712 of this title.

§ 1825. Issuance of notes, debentures, bonds, and
other obligations; exemption from taxation

(a) General rule
All notes, debentures, bonds, or other such ob-

ligations issued by the Corporation shall be ex-
empt, both as to principal and interest, from all
taxation (except estate and inheritance taxes)
now or hereafter imposed by the United States,
by any Territory, dependency, or possession
thereof, or by any State, county, municipality,
or local taxing authority: Provided, That inter-
est upon or any income from any such obliga-
tions and gain from the sale or other disposition
of such obligations shall not have any exemp-
tion, as such, and loss from the sale or other dis-
position of such obligations shall not have any
special treatment, as such, under the Internal
Revenue Code, or laws amendatory or supple-
mentary thereto. The Corporation, including its
franchise, its capital, reserves, and surplus, and
its income, shall be exempt from all taxation
now or hereafter imposed by the United States,
by any Territory, dependency, or possession
thereof, or by any State, county, municipality,
or local taxing authority, except that any real
property of the Corporation shall be subject to
State, Territorial, county, municipal, or local
taxation to the same extent according to its
value as other real property is taxed.
(b) Other exemptions

When acting as a receiver, the following provi-
sions shall apply with respect to the Corpora-
tion:

(1) The Corporation including its franchise,
its capital, reserves, and surplus, and its in-
come, shall be exempt from all taxation im-
posed by any State, county, municipality, or
local taxing authority, except that any real
property of the Corporation shall be subject to
State, territorial, county, municipal, or local
taxation to the same extent according to its
value as other real property is taxed, except
that, notwithstanding the failure of any per-
son to challenge an assessment under State
law of such property’s value, such value, and
the tax thereon, shall be determined as of the
period for which such tax is imposed.

(2) No property of the Corporation shall be
subject to levy, attachment, garnishment,

foreclosure, or sale without the consent of the
Corporation, nor shall any involuntary lien at-
tach to the property of the Corporation.

(3) The Corporation shall not be liable for
any amounts in the nature of penalties or
fines, including those arising from the failure
of any person to pay any real property, per-
sonal property, probate, or recording tax or
any recording or filing fees when due.

This subsection shall not apply with respect to
any tax imposed (or other amount arising) under
the Internal Revenue Code of 1986.
(c) Limitation on borrowing

(1) Cost estimate for outstanding obligations,
guarantees, and liabilities

As soon as practicable after August 9, 1989,
the Corporation shall estimate the aggregate
cost to the Corporation for all outstanding ob-
ligations and guarantees of the Corporation
which were issued, and all outstanding liabil-
ities which were incurred, by the Corporation
before August 9, 1989.
(2) Estimate of notes and other obligations re-

quired
Before issuing an obligation or making a

guarantee, the Corporation shall estimate the
cost of such obligations or guarantees.
(3) Inclusion of estimates in financial state-

ments
The Corporation shall—

(A) reflect in its financial statements the
estimates made by the Corporation under
paragraphs (1) and (2) of the aggregate
amount of the costs to the Corporation for
outstanding obligations and other liabilities,
and

(B) make such adjustments as are appro-
priate in the estimate of such aggregate
amount not less frequently than quarterly.

(4) Estimate of other assets required
The Corporation shall—

(A) estimate the market value of assets
held by it as a result of case resolution ac-
tivities, with a reduction for expenses ex-
pected to be incurred by the Corporation in
connection with the management and sale of
such assets;

(B) reflect the amounts so estimated in its
financial statements; and

(C) make such adjustments as are appro-
priate of such market value not less than
quarterly.

(5) Maximum amount limitation on outstand-
ing obligations

Notwithstanding any other provisions of this
chapter, the Corporation may not issue or
incur any obligation, if, after issuing or incur-
ring the obligation, the aggregate amount of
obligations of the Bank Insurance Fund or
Savings Association Insurance Fund, respec-
tively, outstanding would exceed the sum of—

(A) the amount of cash or the equivalent of
cash held by the Bank Insurance Fund or
Savings Association Insurance Fund, respec-
tively;

(B) the amount which is equal to 90 per-
cent of the Corporation’s estimate of the fair
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market value of assets held by the Bank In-
surance Fund or the Savings Association In-
surance Fund, respectively, other than as-
sets described in subparagraph (A); and

(C) the total of the amounts authorized to
be borrowed from the Secretary of the
Treasury pursuant to section 1824(a) of this
title.

(6) ��Obligation�� defined
(A) In general

For purposes of paragraph (5), the term
‘‘obligation’’ includes—

(i) any guarantee issued by the Corpora-
tion, other than deposit guarantees;

(ii) any amount borrowed pursuant to
section 1824 of this title; and

(iii) any other obligation for which the
Corporation has a direct or contingent li-
ability to pay any amount.

(B) Valuation of contingent liabilities
The Corporation shall value any contin-

gent liability at its expected cost to the Cor-
poration.

(d) Full faith and credit
The full faith and credit of the United States

is pledged to the payment of any obligation is-
sued after August 9, 1989, by the Corporation,
with respect to both principal and interest, if—

(1) the principal amount of such obligation
is stated in the obligation; and

(2) the term to maturity or the date of matu-
rity of such obligation is stated in the obliga-
tion.

(Sept. 21, 1950, ch. 967, § 2[15], 64 Stat. 890; Pub. L.
101–73, title II, § 219, Aug. 9, 1989, 103 Stat. 261;
Pub. L. 102–242, title I, § 102(a), (c), Dec. 19, 1991,
105 Stat. 2236, 2237; Pub. L. 103–325, title VI,
§ 602(a)(43), Sept. 23, 1994, 108 Stat. 2290; Pub. L.
104–208, div. A, title II, § 2704(d)(14)(R), Sept. 30,
1996, 110 Stat. 3009–493.)

REFERENCES IN TEXT

The Internal Revenue Code, referred to in subsecs. (a)
and (b), is classified to Title 26, Internal Revenue Code.

PRIOR PROVISIONS

Section is derived from subsec. (p) of former section
264 of this title. See Codification note set out under
section 1811 of this title.

AMENDMENTS

1996—Subsec. (c)(5). Pub. L. 104–208, which directed
substitution of ‘‘the Deposit Insurance Fund’’ for ‘‘the
Bank Insurance Fund or Savings Association Insurance
Fund, respectively’’ in introductory provisions and in
subpar. (A) and ‘‘the Deposit Insurance Fund’’ for ‘‘the
Bank Insurance Fund or the Savings Association Insur-
ance Fund, respectively’’ in subpar. (B), was not exe-
cuted. See Effective Date of 1996 Amendment note
below.

1994—Subsec. (c)(1). Pub. L. 103–325 substituted ‘‘OBLI-
GATIONS, GUARANTEES, AND LIABILITIES’’ for ‘‘OBLIGA-
TIONS LIABILITIES’’ in heading.

1991—Subsec. (c)(5), (6). Pub. L. 102–242, § 102(a), added
pars. (5) and (6) and struck out former par. (5) which
provided for a 10-percent-minimum net worth require-
ment for Bank Insurance Fund or Savings Association
Insurance Fund and former par. (6) which provided ex-
ception for up to $5,000,000,000 in additional liabilities
beyond limitations of par. (5).

Subsec. (c)(7). Pub. L. 102–242, § 102(c), struck out par.
(7) which provided for calculation of net worth and

asset valuation of Bank Insurance Fund and the Sav-
ings Association Insurance Fund for purposes of par.
(5).

1989—Subsec. (a). Pub. L. 101–73 designated existing
provision as subsec. (a), inserted heading, and added
subsecs. (b) to (d).

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–208 effective Jan. 1, 1999,
if no insured depository institution is a savings asso-
ciation on that date, see section 2704(c) of Pub. L.
104–208, set out as a note under section 1821 of this title.

GAO REPORTS

Section 102(b) of Pub. L. 102–242, as amended by Pub.
L. 103–325, title III, § 327, Sept. 23, 1994, 108 Stat. 2230;
Pub. L. 104–66, title II, § 2061, Dec. 21, 1995, 109 Stat. 729,
directed Comptroller General to submit report to con-
gressional committees, not later than 90 days after end
of any calendar quarter in which Federal Deposit Insur-
ance Corporation had any outstanding obligations pur-
suant to section 1824 of this title, on Corporation’s
compliance at the end of that quarter with subsec. (c)
of this section, prior to repeal by Pub. L. 104–316, title
I, § 106(c), Oct. 19, 1996, 110 Stat. 3831.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1821, 1823, 1824,
1827 of this title; title 26 section 597.

§ 1826. Forms of obligations; preparation by Sec-
retary of the Treasury

In order that the Corporation may be supplied
with such forms of notes, debentures, bonds, or
other such obligations as it may need for issu-
ance under this chapter, the Secretary of the
Treasury is authorized to prepare such forms as
shall be suitable and approved by the Corpora-
tion, to be held in the Treasury subject to deliv-
ery, upon order of the Corporation. The en-
graved plates, dies, bed pieces, and other mate-
rial executed in connection therewith shall re-
main in the custody of the Secretary of the
Treasury. The Corporation shall reimburse the
Secretary of the Treasury for any expenses in-
curred in the preparation, custody, and delivery
of such notes, debentures, bonds, or other such
obligations.

(Sept. 21, 1950, ch. 967, § 2[16], 64 Stat. 890.)

PRIOR PROVISIONS

Section is derived from subsec. (q) of former section
264 of this title. See Codification note set out under
section 1811 of this title.

§ 1827. Reports by Corporation; audit of financial
transactions; report on audits; employment
of certified public accountants for audits

(a) Annual reports on BIF, SAIF, and the FSLIC
Resolution Fund

(1) In general
The Corporation shall annually submit a full

report of its operations, activities, budget, re-
ceipts, and expenditures for the preceding 12-
month period. The report shall include, with
respect to the Bank Insurance Fund, the Sav-
ings Association Insurance Fund, and the
FSLIC Resolution Fund, an analysis by the
Corporation of—

(A) the current financial condition of each
such fund;

(B) the purpose, effect, and estimated cost
of each resolution action taken for an in-
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sured depository institution during the pre-
ceding year;

(C) the extent to which the actual costs of
assistance provided to, or for the benefit of,
an insured depository institution during the
preceding year exceeded the estimated costs
of such assistance reported in a previous
year under paragraph (A);

(D) the exposure of each insurance fund to
changes in those economic factors most like-
ly to affect the condition of that fund;

(E) a current estimate of the resources
needed for the Bank Insurance Fund, the
Savings Association Insurance Fund, or the
FSLIC Resolution Fund to achieve the pur-
poses of this chapter; and

(F) any findings, conclusions, and recom-
mendations for legislative and administra-
tive actions considered appropriate to future
resolution activities by the Corporation.

(2) Manner of submission
Such report shall be submitted to the Presi-

dent of the Senate and the Speaker of the
House of Representatives, who shall cause the
same to be printed for the information of Con-
gress, and the President as soon as practicable
after the first day of January each year.
(3) Coordination with other report require-

ments
The report required under this subsection

shall include the report required under section
57a(f)(7) of title 15.

(b) Quarterly reports to Treasury
(1) Financial operating plans and forecasts

Before the beginning of each fiscal quarter,
the Corporation shall provide to the Secretary
of the Treasury a copy of the Corporation’s fi-
nancial operating plans and forecasts.
(2) Financial condition and reports of oper-

ations
As soon as practicable after the end of each

fiscal quarter, the Corporation shall submit to
the Secretary of the Treasury a copy of the re-
port of the Corporation’s financial condition
as of the end of such fiscal quarter and the re-
sults of the Corporation’s operations during
such fiscal quarter.
(3) Items to be included

The plans, forecasts, and reports required
under this subsection shall reflect the esti-
mates required to be made under section
1825(b) of this title of the liabilities and obli-
gations of the Corporation described in such
section.
(4) Rule of construction

The requirement to provide plans, forecasts,
and reports to the Secretary of the Treasury
under this subsection may not be construed as
implying any obligation on the part of the
Corporation to obtain the consent or approval
of such Secretary with respect to such plans,
forecasts, and reports.

(c) Reports to OMB
(1) Financial information

The Corporation shall continue to provide to
the Director of the Office of Management and

Budget financial information consistent with
that contained in the reports that were being
provided to the Director immediately prior to
the effective date of the Financial Institutions
Reform, Recovery, and Enforcement Act of
1989.

(2) Financial operating plans and forecasts
The Corporation shall also provide to the Di-

rector copies of the Corporation’s financial op-
erating plans and forecasts as prepared by the
Corporation in the ordinary course of its oper-
ations, and copies of the quarterly reports of
the Corporation’s financial condition and re-
sults of operations as prepared by the Corpora-
tion in the ordinary course of its operations.

(3) Rule of construction
This subsection may not be construed as im-

plying any obligation on the part of the Cor-
poration to consult with or obtain the consent
or approval of the Director with respect to any
reports, plans, forecasts, or other information
referred to in paragraph (1) or (2) or any juris-
diction or oversight over the affairs or oper-
ations of the Corporation.

(d) Audit
(1) Audit required

The Comptroller General shall audit annu-
ally the financial transactions of the Corpora-
tion, the Bank Insurance Fund, the Savings
Association Insurance Fund, and the FSLIC
Resolution Fund in accordance with generally
accepted government auditing standards.

(2) Access to books and records
All books, records, accounts, reports, files,

and property belonging to or used by the Cor-
poration, the Bank Insurance Fund, the Sav-
ings Association Insurance Fund, and the
FSLIC Resolution Fund, or by an independent
certified public accountant retained to audit
the Fund’s financial statements, shall be made
available to the Comptroller General.

(e) Audit of Corporation
The financial transactions of the Corporation

shall be audited by the General Accounting Of-
fice in accordance with the principles and proce-
dures applicable to commercial corporate trans-
actions and under such rules and regulations as
may be prescribed by the Comptroller General of
the United States. The audit shall be conducted
at the place or places where accounts of the Cor-
poration are normally kept. The representatives
of the General Accounting Office shall have ac-
cess to all books, accounts, records, reports,
files, and all other papers, things, or property
belonging to or in use by the Corporation per-
taining to its financial transactions and nec-
essary to facilitate the audit, and they shall be
afforded full facilities for verifying transactions
with the balances or securities held by deposi-
taries, fiscal agents, and custodians. All such
books, accounts, records, reports, files, papers,
and property of the Corporation shall remain in
possession and custody of the Corporation. The
audit shall begin with financial transactions oc-
curring on and after August 31, 1948. The Cor-
poration shall be audited at least once in every
three years.
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(f) Report of audit
A report of each audit conducted under sub-

section (b) of this section shall be made by the
Comptroller General to the Congress not later
than six and one-half months following the close
of the last year covered by such audit. The re-
port to the Congress shall set forth the scope of
the audit and shall include a statement of assets
and liabilities and surplus or deficit; a state-
ment of surplus or deficit analysis; a statement
of income and expenses; a statement of sources
and application of funds and such comments and
information as may be deemed necessary to in-
form Congress of the financial operations and
condition of the Corporation, together with such
recommendations with respect thereto as the
Comptroller General may deem advisable. The
report shall also show specifically any program,
expenditure, or other financial transaction or
undertaking observed in the course of the audit,
which, in the opinion of the Comptroller Gen-
eral, has been carried on or made without au-
thority of law. A copy of each report shall be
furnished to the President, to the Secretary of
the Treasury, and to the Corporation at the
time submitted to the Congress.

(g) Assistance in audit; costs
For the purpose of conducting such audit the

Comptroller General is authorized in his discre-
tion to employ by contract, without regard to
section 5 of title 41, professional services of
firms and organizations of certified public ac-
countants, with the concurrence of the Corpora-
tion, for temporary periods or for special pur-
poses. The Corporation shall reimburse the Gen-
eral Accounting Office for the cost of any such
audit as billed therefor by the Comptroller Gen-
eral, and the General Accounting Office shall de-
posit the sums so reimbursed into the Treasury
as miscellaneous receipts.

(Sept. 21, 1950, ch. 967, § 2[17], 64 Stat. 890; Pub. L.
93–604, title VI, § 602, Jan. 2, 1975, 88 Stat. 1963;
Pub. L. 101–73, title II, § 220(a), Aug. 9, 1989, 103
Stat. 263; Pub. L. 102–242, title IV, § 427, Dec. 19,
1991, 105 Stat. 2378; Pub. L. 104–208, div. A, title
II, § 2704(d)(14)(S), (T), Sept. 30, 1996, 110 Stat.
3009–493, 3009–494; Pub. L. 106–569, title XI,
§§ 1103(a), 1104(b), Dec. 27, 2000, 114 Stat. 3030,
3032.)

REFERENCES IN TEXT

The effective date of the Financial Institutions Re-
form, Recovery, and Enforcement Act of 1989, referred
to in subsec. (c)(1), probably means the date of enact-
ment of Pub. L. 101–73, which was approved Aug. 9, 1989.

PRIOR PROVISIONS

Subsec. (a) is derived from subsec. (r) of former sec-
tion 264 of this title. See Codification note set out
under section 1811 of this title.

AMENDMENTS

2000—Subsec. (a)(3). Pub. L. 106–569, § 1103(a), added
par. (3).

Subsec. (h). Pub. L. 106–569, § 1104(b), struck out sub-
sec. (h) which related to additional reports.

1996—Subsec. (a). Pub. L. 104–208, § 2704(d)(14)(S),
which directed substitution of ‘‘the Deposit Insurance
Fund’’ for ‘‘BIF, SAIF,’’ in heading and ‘‘the Deposit
Insurance Fund’’ for ‘‘the Bank Insurance Fund, the
Savings Association Insurance Fund,’’ wherever ap-

pearing in par. (1), was not executed. See Effective Date
of 1996 Amendment note below.

Subsec. (d). Pub. L. 104–208, § 2704(d)(14)(T), which di-
rected substitution of ‘‘the Deposit Insurance Fund’’
for ‘‘the Bank Insurance Fund, the Savings Association
Insurance Fund,’’ in two places, was not executed. See
Effective Date of 1996 Amendment note below.

1991—Subsec. (h). Pub. L. 102–242 added subsec. (h).
1989—Subsec. (a). Pub. L. 101–73, § 220(a)(1), added

heading and text and struck out former subsec. (a)
which read as follows: ‘‘The Corporation shall annually
make a report of its operations to the Congress as soon
as practicable after the 1st day of January in each
year.’’

Subsecs. (b) to (g). Pub. L. 101–73, § 220(a)(2), (3), added
subsecs. (b) to (d) and redesignated former subsecs. (b)
to (d) as (e) to (g), respectively.

1975—Subsec. (b). Pub. L. 93–604, § 602(a), inserted pro-
visions that the Corporation shall be audited at least
once in every three years.

Subsec. (c). Pub. L. 93–604, § 602(b), substituted provi-
sions that a report of each audit conducted under sub-
sec. (b) of this section shall be made by the Comptroller
General to the Congress not later than six and one-half
months following the close of previous year covered by
such audit, for provisions that a report of the audit for
each fiscal year ending on June 30 shall be made by the
Comptroller General to the Congress not later than
Jan. 15 following the close of such fiscal year.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–208 effective Jan. 1, 1999,
if no insured depository institution is a savings asso-
ciation on that date, see section 2704(c) of Pub. L.
104–208, set out as a note under section 1821 of this title.

FINAL REPORTS ON RTC AND SAIF FUNDING

Pub. L. 103–204, § 28, Dec. 17, 1993, 107 Stat. 2410, pro-
vided that:

‘‘(a) IN GENERAL.—
‘‘(1) RTC REPORT.—The Chairperson of the Thrift

Depositor Protection Oversight Board shall prepare
and submit to the Committee on Banking, Housing,
and Urban Affairs of the Senate and the Committee
on Banking, Finance and Urban Affairs of the House
of Representatives, a final report containing a de-
tailed description of the purposes for which the funds
made available to the Resolution Trust Corporation
under this Act [See Short Title of 1993 Amendment
note set out under section 1421 of this title] were
used.

‘‘(2) SAIF REPORT.—The Chairperson of the Federal
Deposit Insurance Corporation shall prepare and sub-
mit to the Committee on Banking, Housing, and
Urban Affairs of the Senate and the Committee on
Banking, Finance and Urban Affairs of the House of
Representatives a final report containing a detailed
description of the purposes for which the funds made
available to the Savings Association Insurance Fund
under this Act were used.
‘‘(b) TIME FOR SUBMISSION.—The reports described in

subsection (a) shall be transmitted—
‘‘(1) not later than 45 days after the final expendi-

ture of funds provided for under this Act by the Reso-
lution Trust Corporation; and

‘‘(2) not later than 45 days after the final expendi-
ture of funds authorized to be provided under this Act
by the Savings Association Insurance Fund.’’

REPORT TO CONGRESS ON RISK-BASED ASSESSMENTS

Section 220(b)(1) of Pub. L. 101–73 directed Federal De-
posit Insurance Corporation to study establishment of
premium assessment categories related to types of risk
to insurance funds and report its recommendations to
Congress not later than Jan. 1, 1991; if Corporation rec-
ommended establishment of such a risk-based assess-
ment plan, it was to provide a timetable and plan for
implementation; and not later than 180 days after re-
ceipt of report and accompanying plan and timetable,
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Congress was to make a recommendation to Chair-
person of Board of Directors regarding disposition of
such plan and timetable.

§ 1828. Regulations governing insured depository
institutions

(a) Insurance logo
(1) Insured savings associations

Each insured savings association shall dis-
play at each place of business maintained by
such association a sign containing only the
following items:

(A) A statement that insured deposits are
backed by the full faith and credit of the
United States Government.

(B) A statement that deposits are federally
insured to $100,000.

(C) The symbol of an eagle.

The sign shall not contain any reference to a
Government agency and shall accord each
item substantially equal prominence.

(2) Insured banks
Not later than 30 days after August 9, 1989,

each insured bank shall display at each place
of business maintained by such bank one of
the following:

(A) The sign required to be displayed by
insured banks under regulations prescribed
by the Corporation in effect on January 1,
1989.

(B) The sign prescribed under paragraph
(1).

(3) Regulations
The Corporation shall prescribe regulations

to carry out the purposes of this subsection,
including regulations governing the manner of
display or use of such signs, except that the
size of the sign prescribed under paragraph (1)
shall be similar to that prescribed under para-
graph (2)(A). Initial regulations under this
subsection shall be prescribed on August 9,
1989.

For each day an insured depository institution
continues to violate any provisions of this sub-
section or any lawful provisions of said regula-
tions, it shall be subject to a penalty of not
more than $100, which the Corporation may re-
cover for its use.

(b) Payment of dividends by defaulting deposi-
tory institutions

No insured depository institution shall pay
any dividends on its capital stock or interest on
its capital notes or debentures (if such interest
is required to be paid only out of net profits) or
distribute any of its capital assets while it re-
mains in default in the payment of any assess-
ment due to the Corporation; and any director
or officer of any insured depository institution
who participates in the declaration or payment
of any such dividend or interest or in any such
distribution shall, upon conviction, be fined not
more than $1,000 or imprisoned not more than
one year, or both: Provided, That, if such default
is due to a dispute between the insured deposi-
tory institution and the Corporation over the
amount of such assessment, this subsection
shall not apply if the insured depository institu-

tion deposits security satisfactory to the Cor-
poration for payment upon final determination
of the issue.

(c) Merger transactions; consent of banking
agencies; emergency approval; notice; uni-
form standards; antitrust actions; review de
novo; limitations; report to Congress; money
laundering; applicability

(1) Except with the prior written approval of
the responsible agency, which shall in every
case referred to in this paragraph be the Cor-
poration, no insured depository institution
shall—

(A) merge or consolidate with any non-
insured bank or institution;

(B) assume liability to pay any deposits (in-
cluding liabilities which would be ‘‘deposits’’
except for the proviso in section 1813(l)(5) of
this title) made in, or similar liabilities of,
any noninsured bank or institution; or

(C) transfer assets to any noninsured bank
or institution in consideration of the assump-
tion of liabilities for any portion of the depos-
its made in such insured depository institu-
tion.

(2) No insured depository institution shall
merge or consolidate with any other insured de-
pository institution or, either directly or indi-
rectly, acquire the assets of, or assume liability
to pay any deposits made in, any other insured
depository institution except with the prior
written approval of the responsible agency,
which shall be—

(A) the Comptroller of the Currency if the
acquiring, assuming, or resulting bank is to be
a national bank or a District bank;

(B) the Board of Governors of the Federal
Reserve System if the acquiring, assuming, or
resulting bank is to be a State member bank
(except a District bank);

(C) the Corporation if the acquiring, assum-
ing, or resulting bank is to be a State non-
member insured bank (except a District bank
or a savings bank supervised by the Director
of the Office of Thrift Supervision); and

(D) the Director of the Office of Thrift Su-
pervision if the acquiring, assuming, or result-
ing institution is to be a savings association.

(3) Notice of any proposed transaction for
which approval is required under paragraph (1)
or (2) (referred to hereafter in this subsection as
a ‘‘merger transaction’’) shall, unless the re-
sponsible agency finds that it must act imme-
diately in order to prevent the probable default
of one of the banks or savings associations in-
volved, be published—

(A) prior to the granting of approval of such
transaction,

(B) in a form approved by the responsible
agency,

(C) at appropriate intervals during a period
at least as long as the period allowed for fur-
nishing reports under paragraph (4) of this
subsection, and

(D) in a newspaper of general circulation in
the community or communities where the
main offices of the banks or savings associa-
tions involved are located, or, if there is no
such newspaper in any such community, then
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in the newspaper of general circulation pub-
lished nearest thereto.

(4) In the interests of uniform standards, be-
fore acting on any application for approval of a
merger transaction, the responsible agency, un-
less it finds that it must act immediately in
order to prevent the probable failure of one of
the banks or savings associations involved, shall
request reports on the competitive factors in-
volved from the Attorney General and the other
Federal banking agencies referred to in this sub-
section. The reports shall be furnished within
thirty calendar days of the date on which they
are requested, or within ten calendar days of
such date if the requesting agency advises the
Attorney General and the other Federal banking
agencies that an emergency exists requiring ex-
peditious action. Notwithstanding the preceding
sentence, a banking agency shall not be required
to file a report requested by the responsible
agency under this paragraph if such banking
agency advises the responsible agency by the ap-
plicable date under the preceding sentence that
the report is not necessary because none of the
effects described in paragraph (5) are likely to
occur as a result of the transaction.

(5) The responsible agency shall not approve—
(A) any proposed merger transaction which

would result in a monopoly, or which would be
in furtherance of any combination or conspir-
acy to monopolize or to attempt to monopo-
lize the business of banking in any part of the
United States, or

(B) any other proposed merger transaction
whose effect in any section of the country may
be substantially to lessen competition, or to
tend to create a monopoly, or which in any
other manner would be in restraint of trade,
unless it finds that the anticompetitive effects
of the proposed transaction are clearly out-
weighed in the public interest by the probable
effect of the transaction in meeting the con-
venience and needs of the community to be
served.

In every case, the responsible agency shall take
into consideration the financial and managerial
resources and future prospects of the existing
and proposed institutions, and the convenience
and needs of the community to be served.

(6) The responsible agency shall immediately
notify the Attorney General of any approval by
it pursuant to this subsection of a proposed
merger transaction. If the agency has found that
it must act immediately to prevent the probable
failure of one of the banks or savings associa-
tions involved and reports on the competitive
factors have been dispensed with, the trans-
action may be consummated immediately upon
approval by the agency. If the agency has ad-
vised the Attorney General and the other Fed-
eral banking agencies of the existence of an
emergency requiring expeditious actions and has
requested reports on the competitive factors
within ten days, the transaction may not be
consummated before the fifth calendar day after
the date of approval by the agency. In all other
cases, the transaction may not be consummated
before the thirtieth calendar day after the date
of approval by the agency or, if the agency has
not received any adverse comment from the At-

torney General of the United States relating to
competitive factors, such shorter period of time
as may be prescribed by the agency with the
concurrence of the Attorney General, but in no
event less than 15 calendar days after the date of
approval.

(7)(A) Any action brought under the antitrust
laws arising out of a merger transaction shall be
commenced prior to the earliest time under
paragraph (6) at which a merger transaction ap-
proved under paragraph (5) might be con-
summated. The commencement of such an ac-
tion shall stay the effectiveness of the agency’s
approval unless the court shall otherwise spe-
cifically order. In any such action, the court
shall review de novo the issues presented.

(B) In any judicial proceeding attacking a
merger transaction approved under paragraph
(5) on the ground that the merger transaction
alone and of itself constituted a violation of any
antitrust laws other than section 2 of title 15,
the standards applied by the court shall be iden-
tical with those that the banking agencies are
directed to apply under paragraph (5).

(C) Upon the consummation of a merger trans-
action in compliance with this subsection and
after the termination of any antitrust litigation
commenced within the period prescribed in this
paragraph, or upon the termination of such pe-
riod if no such litigation is commenced therein,
the transaction may not thereafter be attacked
in any judicial proceeding on the ground that it
alone and of itself constituted a violation of any
antitrust laws other than section 2 of title 15,
but nothing in this subsection shall exempt any
bank or savings association resulting from a
merger transaction from complying with the
antitrust laws after the consummation of such
transaction.

(D) In any action brought under the antitrust
laws arising out of a merger transaction ap-
proved by a Federal supervisory agency pursu-
ant to this subsection, such agency, and any
State banking supervisory agency having juris-
diction within the State involved, may appear
as a part of its own motion and as of right, and
be represented by its counsel.

(8) For the purposes of this subsection, the
term ‘‘antitrust laws’’ means the Act of July 2,
1890 (the Sherman Antitrust Act), the Act of Oc-
tober 15, 1914 (the Clayton Act), and any other
Acts in pari materia.

(9) Each of the responsible agencies shall in-
clude in its annual report to the Congress a de-
scription of each merger transaction approved
by it during the period covered by the report,
along with—

(A) the name and total resources of each
bank or savings association involved;

(B) whether a report was submitted by the
Attorney General under paragraph (4), and, if
so, a summary by the Attorney General of the
substance of such report; and

(C) a statement by the responsible agency of
the basis for its approval.

(10) Until June 30, 1976, the responsible agency
shall not grant any approval required by law
which has the practical effect of permitting a
conversion from the mutual to the stock form of
organization, including approval of any applica-
tion pending on the date of enactment of this
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subsection, except that this sentence shall not
be deemed to limit now or hereafter the author-
ity of the responsible agency to grant approvals
in cases where the responsible agency finds that
it must act in order to maintain the safety,
soundness, and stability of an insured depository
institution. The responsible agency may by rule,
regulation, or otherwise and under such civil
penalties (which shall be cumulative to any
other remedies) as it may prescribe take what-
ever action it deems necessary or appropriate to
implement or enforce this subsection.

(11) MONEY LAUNDERING.—In every case, the re-
sponsible agency, shall take into consideration
the effectiveness of any insured depository insti-
tution involved in the proposed merger trans-
action in combatting money laundering activi-
ties, including in overseas branches.

(12) The provisions of this subsection do not
apply to any merger transaction involving a for-
eign bank if no party to the transaction is prin-
cipally engaged in business in the United States.
(d) Branch banks

(1) No State nonmember insured bank (except
a District bank) shall establish and operate any
new domestic branch unless it shall have the
prior written consent of the Corporation, and no
State nonmember insured bank (except a Dis-
trict bank) shall move its main office or any
such branch from one location to another with-
out such consent. No foreign bank may move
any insured branch from one location to another
without such consent. The factors to be consid-
ered in granting or withholding the consent of
the Corporation under this subsection shall be
those enumerated in section 1816 of this title.

(2) No State nonmember insured bank shall es-
tablish or operate any foreign branch, except
with the prior written consent of the Corpora-
tion and upon such conditions and pursuant to
such regulations as the Corporation may pre-
scribe from time to time.

(3) EXCLUSIVE AUTHORITY FOR ADDITIONAL
BRANCHES.—

(A) IN GENERAL.—Effective June 1, 1997, a
State nonmember bank may not acquire, es-
tablish, or operate a branch in any State other
than the bank’s home State (as defined in sec-
tion 1831u(f)(4) 1 of this title) or a State in
which the bank already has a branch unless
the acquisition, establishment, or operation of
a branch in such State by a State nonmember
bank is authorized under this subsection or
section 1823(f), 1823(k), or 1831u of this title.

(B) RETENTION OF BRANCHES.—In the case of
a State nonmember bank which relocates the
main office of such bank from 1 State to an-
other State after May 31, 1997, the bank may
retain and operate branches within the State
which was the bank’s home State (as defined
in section 1831u(f)(4) 1 of this title) before the
relocation of such office only to the extent the
bank would be authorized, under this section
or any other provision of law referred to in
subparagraph (A), to acquire, establish, or
commence to operate a branch in such State
if—

(i) the bank had no branches in such State;
or

(ii) the branch resulted from—
(I) an interstate merger transaction ap-

proved pursuant to section 1831u of this
title; or

(II) a transaction after May 31, 1997, pur-
suant to which the bank received assist-
ance from the Corporation under section
1823(c) of this title.

(4) STATE ‘‘OPT-IN’’ ELECTION TO PERMIT INTER-
STATE BRANCHING THROUGH DE NOVO BRANCHES.—

(A) IN GENERAL.—Subject to subparagraph
(B), the Corporation may approve an applica-
tion by an insured State nonmember bank to
establish and operate a de novo branch in a
State (other than the bank’s home State) in
which the bank does not maintain a branch
if—

(i) there is in effect in the host State a law
that—

(I) applies equally to all banks; and
(II) expressly permits all out-of-State

banks to establish de novo branches in
such State; and

(ii) the conditions established in, or made
applicable to this paragraph by, subpara-
graph (B) are met.

(B) CONDITIONS ON ESTABLISHMENT AND OPER-
ATION OF INTERSTATE BRANCH.—

(i) ESTABLISHMENT.—An application by an
insured State nonmember bank to establish
and operate a de novo branch in a host State
shall be subject to the same requirements
and conditions to which an application for a
merger transaction is subject under para-
graphs (1), (3), and (4) of section 1831u(b) of
this title.

(ii) OPERATION.—Subsections (c) and (d)(2)
of section 1831u of this title shall apply with
respect to each branch of an insured State
nonmember bank which is established and
operated pursuant to an application ap-
proved under this paragraph in the same
manner and to the same extent such provi-
sions of such section apply to a branch of a
State bank which resulted from a merger
transaction under such section 1831u of this
title.

(C) ‘‘DE NOVO BRANCH’’ DEFINED.—For pur-
poses of this paragraph, the term ‘‘de novo
branch’’ means a branch of a State bank
which—

(i) is originally established by the State
bank as a branch; and

(ii) does not become a branch of such bank
as a result of—

(I) the acquisition by the bank of an in-
sured depository institution or a branch of
an insured depository institution; or

(II) the conversion, merger, or consolida-
tion of any such institution or branch.

(D) ‘‘HOME STATE’’ DEFINED.—The term
‘‘home State’’ means the State by which a
State bank is chartered.

(E) ‘‘HOST STATE’’ DEFINED.—The term ‘‘host
State’’ means, with respect to a bank, a State,
other than the home State of the bank, in
which the bank maintains, or seeks to estab-
lish and maintain, a branch.
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2 So in original. Probably should be ‘‘insured depository insti-
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(e) Indemnity insurance
The Corporation may require any insured de-

pository institution to provide protection and
indemnity against burglary, defalcation, and
other similar insurable losses. Whenever any in-
sured depository institution refuses to comply
with any such requirement the Corporation may
contract for such protection and indemnity and
add the cost thereof to the assessment otherwise
payable by such bank.2

(f) Publication of reports
Whenever any insured depository institution

(except a national bank or a District bank),
after written notice of the recommendations of
the Corporation based on a report of examina-
tion of such insured depository institution by an
examiner of the Corporation, shall fail to com-
ply with such recommendations within one hun-
dred and twenty days after such notice, the Cor-
poration shall have the power, and is authorized,
to publish only such part of such report of exam-
ination as relates to any recommendation not
complied with: Provided, That notice of inten-
tion to make such publication shall be given to
the insured depository institution at least nine-
ty days before such publication is made.

(g) Interest or dividend on demand deposits;
definitions; regulation of interest rates

(1) The Board of Directors shall by regulation
prohibit the payment of interest or dividends on
demand deposits in insured nonmember banks
and in insured branches of foreign banks and for
such purpose it may define the term ‘‘demand
deposits’’; but such exceptions from this prohibi-
tion shall be made as are now or may hereafter
be prescribed with respect to deposits payable
on demand in member banks by section 19 of the
Federal Reserve Act, as amended, or by regula-
tion of the Board of Governors of the Federal
Reserve System. The Board of Directors may
from time to time, after consulting with the
Board of Governors of the Federal Reserve Sys-
tem and the Director of the Office of Thrift Su-
pervision, prescribe rules governing the adver-
tisement of interest or dividends on deposits by
insured nonmember banks (including insured
mutual savings banks) on time and savings de-
posits. The Board of Directors is authorized for
the purposes of this subsection to define the
terms ‘‘time deposits’’ and ‘‘savings deposits’’,
to determine what shall be deemed a payment of
interest, and to prescribe such regulations as it
may deem necessary to effectuate the purposes
of this subsection and to prevent evasions there-
of. The provisions of this subsection and of regu-
lations issued thereunder shall also apply, in the
discretion of the Board of Directors, to obliga-
tions other than deposits that are undertaken
by insured nonmember banks or their affiliates.
As used in this subsection, the term ‘‘affiliate’’
has the same meaning as when used in section
221a(b) of this title, except that the term ‘‘mem-
ber bank’’, as used in such section 221a(b), shall
be deemed to refer to an insured nonmember
bank. During the period commencing on October
15, 1962, and ending on October 15, 1968, the pro-

visions of this subsection shall not apply to the
rate of interest which may be paid by insured
nonmember banks on time deposits of foreign
governments, monetary and financial authori-
ties of foreign governments when acting as such,
or international financial institutions of which
the United States is a member. The authority
conferred by this subsection shall also apply to
noninsured banks in any State if the total
amount of time and savings deposits held in all
such banks in the State, plus the total amount
of deposits, shares, and withdrawable accounts
held in all building and loan, savings and loan,
and homestead associations (including coopera-
tive banks) in the State which are not members
of a Federal home loan bank, is more than 20 per
centum of the total amount of such deposits,
shares, and withdrawable accounts held in all
banks, and building and loan, savings and loan,
and homestead associations (including coopera-
tive banks) in the State. Such authority shall
only be exercised by the Board of Directors with
respect to such noninsured banks prior to July
31, 1970, to limit the rates of interest or divi-
dends which such banks may pay on time and
savings deposits to maximum rates not lower
than 51⁄2 per centum per annum. Whenever it
shall appear to the Board of Directors that any
noninsured bank or any affiliate thereof is en-
gaged or has engaged or is about to engage in
any acts or practices which constitute or will
constitute a violation of the provisions of this
subsection or of any regulations thereunder, the
Board of Directors may, in its discretion, bring
an action in the United States district court for
the judicial district in which the principal office
of the noninsured bank or affiliate thereof is lo-
cated to enjoin such acts or practices, to enforce
compliance with this subsection or any regula-
tions thereunder, or for a combination of the
foregoing, and such courts shall have jurisdic-
tion of such actions, and, upon a proper showing,
an injunction, restraining order, or other appro-
priate order may be granted without bond.

(2) Notwithstanding the provisions of para-
graph (1), an insured nonmember bank may per-
mit withdrawals to be made automatically from
a savings deposit that consists only of funds in
which the entire beneficial interest is held by
one or more individuals through payment to the
bank itself or through transfer of credit to a de-
mand deposit or other account pursuant to writ-
ten authorization from the depositor to make
such payments or transfers in connection with
checks or drafts drawn upon the bank, pursuant
to terms and conditions prescribed by the Board
of Directors.

(h) Penalties

Any insured depository institution which will-
fully fails or refuses to file any certified state-
ment or pay any assessment required under this
chapter shall be subject to a penalty of not more
than $100 for each day that such violations con-
tinue, which penalty the Corporation may re-
cover for its use: Provided, That this subsection
shall not be applicable under the circumstances
stated in the proviso of subsection (b) of this
section.
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(i) Reduction or retirement of capital stock,
notes, or debentures; conversion of insured
Federal depository institutions to insured
State banks or noninsured institutions; con-
sent of banking agencies; applicability

(1) No insured State nonmember bank (except
a District bank) shall, without the prior consent
of the Corporation, reduce the amount or retire
any part of its common or preferred capital
stock, or retire any part of its capital notes or
debentures.

(2) No insured Federal depository institution
shall convert into an insured State depository
institution if its capital stock or its surplus will
be less than the capital stock or surplus, respec-
tively, of the converting bank at the time of the
shareholder’s meeting approving such conver-
sion, without the prior written consent of—

(A) the Comptroller of the Currency if the
resulting bank is to be a District bank;

(B) the Board of Governors of the Federal
Reserve System if the resulting bank is to be
a State member bank (except a District bank);

(C) the Corporation if the resulting bank is
to be a State nonmember insured bank (except
a District bank); and

(D) the Director of the Office of Thrift Su-
pervision if the resulting institution is to be
an insured State savings association.

(3) Without the prior written consent of the
Corporation, no insured depository institution
shall convert into a noninsured bank or institu-
tion.

(4) In granting or withholding consent under
this subsection, the responsible agency shall
consider—

(A) the financial history and condition of
the bank,

(B) the adequacy of its capital structure,
(C) its future earnings prospects,
(D) the general character and fitness of its

management,
(E) the convenience and needs of the commu-

nity to be served, and
(F) whether or not its corporate powers are

consistent with the purposes of this chapter.
(j) Restrictions on transactions with affiliates

and insiders
(1) Transactions with affiliates

(A) In general
Sections 371c and 371c–1 of this title shall

apply with respect to every nonmember in-
sured bank in the same manner and to the
same extent as if the nonmember insured
bank were a member bank.
(B) ��Affiliate�� defined

For the purpose of subparagraph (A), any
company that would be an affiliate (as de-
fined in sections 371c and 371c–1 of this title)
of a nonmember insured bank if the non-
member insured bank were a member bank
shall be deemed to be an affiliate of that
nonmember insured bank.

(2) Extensions of credit to officers, directors,
and principal shareholders

Sections 375a and 375b of this title shall
apply with respect to every nonmember in-
sured bank in the same manner and to the

same extent as if the nonmember insured bank
were a member bank.
(3) Avoiding extraterritorial application to for-

eign banks
(A) Transactions with affiliates

Paragraph (1) shall not apply with respect
to a foreign bank solely because the foreign
bank has an insured branch.
(B) Extensions of credit to officers, directors,

and principal shareholders
Paragraph (2) shall not apply with respect

to a foreign bank solely because the foreign
bank has an insured branch, but shall apply
with respect to the insured branch.
(C) ��Foreign bank�� defined

For purposes of this paragraph, the term
‘‘foreign bank’’ has the same meaning as in
section 3101(7) of this title.

(k) Authority to regulate or prohibit certain
forms of benefits to institution-affiliated par-
ties

(1) Golden parachutes and indemnification
payments

The Corporation may prohibit or limit, by
regulation or order, any golden parachute pay-
ment or indemnification payment.
(2) Factors to be taken into account

The Corporation shall prescribe, by regula-
tion, the factors to be considered by the Cor-
poration in taking any action pursuant to
paragraph (1) which may include such factors
as the following:

(A) Whether there is a reasonable basis to
believe that the institution-affiliated party
has committed any fraudulent act or omis-
sion, breach of trust or fiduciary duty, or in-
sider abuse with regard to the depository in-
stitution or depository institution holding
company that has had a material affect on
the financial condition of the institution.

(B) Whether there is a reasonable basis to
believe that the institution-affiliated party
is substantially responsible for the insol-
vency of the depository institution or depos-
itory institution holding company, the ap-
pointment of a conservator or receiver for
the depository institution, or the depository
institution’s troubled condition (as defined
in the regulations prescribed pursuant to
section 1831i(f) of this title).

(C) Whether there is a reasonable basis to
believe that the institution-affiliated party
has materially violated any applicable Fed-
eral or State banking law or regulation that
has had a material affect on the financial
condition of the institution.

(D) Whether there is a reasonable basis to
believe that the institution-affiliated party
has violated or conspired to violate—

(i) section 215, 656, 657, 1005, 1006, 1007,
1014, 1032, or 1344 of title 18; or

(ii) section 1341 or 1343 of such title af-
fecting a federally insured financial insti-
tution.

(E) Whether the institution-affiliated
party was in a position of managerial or fi-
duciary responsibility.
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(F) The length of time the party was affili-
ated with the insured depository institution
or depository institution holding company
and the degree to which—

(i) the payment reasonably reflects com-
pensation earned over the period of em-
ployment; and

(ii) the compensation involved rep-
resents a reasonable payment for services
rendered.

(3) Certain payments prohibited
No insured depository institution or deposi-

tory institution holding company may prepay
the salary or any liability or legal expense of
any institution-affiliated party if such pay-
ment is made—

(A) in contemplation of the insolvency of
such institution or holding company or after
the commission of an act of insolvency; and

(B) with a view to, or has the result of—
(i) preventing the proper application of

the assets of the institution to creditors;
or

(ii) preferring one creditor over another.

(4) ��Golden parachute payment�� defined
For purposes of this subsection—

(A) In general
The term ‘‘golden parachute payment’’

means any payment (or any agreement to
make any payment) in the nature of com-
pensation by any insured depository institu-
tion or depository institution holding com-
pany for the benefit of any institution-affili-
ated party pursuant to an obligation of such
institution or holding company that—

(i) is contingent on the termination of
such party’s affiliation with the institu-
tion or holding company; and

(ii) is received on or after the date on
which—

(I) the insured depository institution
or depository institution holding com-
pany, or any insured depository institu-
tion subsidiary of such holding company,
is insolvent;

(II) any conservator or receiver is ap-
pointed for such institution;

(III) the institution’s appropriate Fed-
eral banking agency determines that the
insured depository institution is in a
troubled condition (as defined in the reg-
ulations prescribed pursuant to section
1831i(f) of this title);

(IV) the insured depository institution
has been assigned a composite rating by
the appropriate Federal banking agency
or the Corporation of 4 or 5 under the
Uniform Financial Institutions Rating
System; or

(V) the insured depository institution
is subject to a proceeding initiated by
the Corporation to terminate or suspend
deposit insurance for such institution.

(B) Certain payments in contemplation of an
event

Any payment which would be a golden
parachute payment but for the fact that
such payment was made before the date re-

ferred to in subparagraph (A)(ii) shall be
treated as a golden parachute payment if the
payment was made in contemplation of the
occurrence of an event described in any sub-
clause of such subparagraph.
(C) Certain payments not included

The term ‘‘golden parachute payment’’
shall not include—

(i) any payment made pursuant to a re-
tirement plan which is qualified (or is in-
tended to be qualified) under section 401 of
title 26 or other nondiscriminatory benefit
plan;

(ii) any payment made pursuant to a
bona fide deferred compensation plan or
arrangement which the Board determines,
by regulation or order, to be permissible;
or

(iii) any payment made by reason of the
death or disability of an institution-affili-
ated party.

(5) Other definitions
For purposes of this subsection—
(A) Indemnification payment

Subject to paragraph (6), the term ‘‘indem-
nification payment’’ means any payment (or
any agreement to make any payment) by
any insured depository institution or deposi-
tory institution holding company for the
benefit of any person who is or was an insti-
tution-affiliated party, to pay or reimburse
such person for any liability or legal expense
with regard to any administrative proceed-
ing or civil action instituted by the appro-
priate Federal banking agency which results
in a final order under which such person—

(i) is assessed a civil money penalty;
(ii) is removed or prohibited from par-

ticipating in conduct of the affairs of the
insured depository institution; or

(iii) is required to take any affirmative
action described in section 1818(b)(6) of
this title with respect to such institution.

(B) Liability or legal expense
The term ‘‘liability or legal expense’’

means—
(i) any legal or other professional ex-

pense incurred in connection with any
claim, proceeding, or action;

(ii) the amount of, and any cost incurred
in connection with, any settlement of any
claim, proceeding, or action; and

(iii) the amount of, and any cost in-
curred in connection with, any judgment
or penalty imposed with respect to any
claim, proceeding, or action.

(C) Payment
The term ‘‘payment’’ includes—

(i) any direct or indirect transfer of any
funds or any asset; and

(ii) any segregation of any funds or as-
sets for the purpose of making, or pursu-
ant to an agreement to make, any pay-
ment after the date on which such funds or
assets are segregated, without regard to
whether the obligation to make such pay-
ment is contingent on—

(I) the determination, after such date,
of the liability for the payment of such
amount; or
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(II) the liquidation, after such date, of
the amount of such payment.

(6) Certain commercial insurance coverage not
treated as covered benefit payment

No provision of this subsection shall be con-
strued as prohibiting any insured depository
institution or depository institution holding
company from purchasing any commercial in-
surance policy or fidelity bond, except that,
subject to any requirement described in para-
graph (5)(A)(iii), such insurance policy or bond
shall not cover any legal or liability expense
of the institution or holding company which is
described in paragraph (5)(A).

(l) Acquisition of foreign banks or entities
When authorized by State law, a State non-

member insured bank may, but only with the
prior written consent of the Corporation and
upon such conditions and under such regulations
as the Corporation may prescribe from time to
time, acquire and hold, directly or indirectly,
stock or other evidences of ownership in one or
more banks or other entities organized under
the law of a foreign country or a dependency or
insular possession of the United States and not
engaged, directly or indirectly, in any activity
in the United States except as, in the judgment
of the Board of Directors, shall be incidental to
the international or foreign business of such for-
eign bank or entity; and, notwithstanding the
provisions of subsection (j) of this section, such
State nonmember insured bank may, as to such
foreign bank or entity, engage in transactions
that would otherwise be covered thereby, but
only in the manner and within the limit pre-
scribed by the Corporation by general or specific
regulation or ruling.
(m) Activities of savings associations and their

subsidiaries
(1) Procedures

When an insured savings association estab-
lishes or acquires a subsidiary or when an in-
sured savings association elects to conduct
any new activity through a subsidiary that
the insured savings association controls, the
insured savings association—

(A) shall notify the Corporation and the
Director of the Office of Thrift Supervision
not less than 30 days prior to the establish-
ment, or acquisition, of any such subsidiary,
and not less than 30 days prior to the com-
mencement of any such activity, and in ei-
ther case shall provide at that time such in-
formation as each such agency may, by regu-
lation, require; and

(B) shall conduct the activities of the sub-
sidiary in accordance with regulations and
orders of the Director of the Office of Thrift
Supervision.

(2) Enforcement powers
With respect to any subsidiary of an insured

savings association:
(A) the Corporation and the Director of the

Office of Thrift Supervision shall each have,
with respect to such subsidiary, the respec-
tive powers that each has with respect to the
insured savings association pursuant to this
section or section 1818 of this title; and

(B) the Director of the Office of Thrift Su-
pervision may determine, after notice and
opportunity for hearing, that the continu-
ation by the insured savings association of
its ownership or control of, or its relation-
ship to, the subsidiary—

(i) constitutes a serious risk to the safe-
ty, soundness, or stability of the insured
savings association, or

(ii) is inconsistent with sound banking
principles or with the purposes of this
chapter.

Upon making any such determination, the
Corporation or the Director of the Office of
Thrift Supervision shall have authority to
order the insured savings association to di-
vest itself of control of the subsidiary. The
Director of the Office of Thrift Supervision
may take any other corrective measures
with respect to the subsidiary, including the
authority to require the subsidiary to termi-
nate the activities or operations posing such
risks, as the Director may deem appropriate.

(3) Activities incompatible with deposit insur-
ance

(A) In general
The Corporation may determine by regula-

tion or order that any specific activity poses
a serious threat to the Savings Association
Insurance Fund. Prior to adopting any such
regulation, the Corporation shall consult
with the Director of the Office of Thrift Su-
pervision and shall provide appropriate
State supervisors the opportunity to com-
ment thereon, and the Corporation shall spe-
cifically take such comments into consider-
ation. Any such regulation shall be issued in
accordance with section 553 of title 5. If the
Board of Directors makes such a determina-
tion with respect to an activity, the Cor-
poration shall have authority to order that
no Savings Association Insurance Fund
member may engage in the activity directly.
(B) Authority of Director

This section does not limit the authority
of the Office of Thrift Supervision to issue
regulations to promote safety and soundness
or to enforce compliance with other applica-
ble laws.
(C) Additional authority of FDIC to prevent

serious risks to insurance fund
Notwithstanding subparagraph (A), the

Corporation may prescribe and enforce such
regulations and issue such orders as the Cor-
poration determines to be necessary to pre-
vent actions or practices of savings associa-
tions that pose a serious threat to the Sav-
ings Association Insurance Fund or the
Bank Insurance Fund.

(4) ��Subsidiary�� defined
As used in this subsection, the term ‘‘sub-

sidiary’’ does not include an insured deposi-
tory institution.
(5) Applicability to certain savings banks

Subparagraphs (A) and (B) of paragraph (1)
of this subsection do not apply to—

(A) any Federal savings bank that was
chartered prior to October 15, 1982, as a sav-
ings bank under State law, or
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(B) a savings association that acquired its
principal assets from an institution that was
chartered prior to October 15, 1982, as a sav-
ings bank under State law.

(n) Calculation of capital
No appropriate Federal banking agency shall

allow any insured depository institution to in-
clude an unidentifiable intangible asset in its
calculation of compliance with the appropriate
capital standard, if such unidentifiable intangi-
ble asset was acquired after April 12, 1989, except
to the extent permitted under section 1464(t) of
this title.
(o) Real estate lending

(1) Uniform regulations
Not more than 9 months after December 19,

1991, each appropriate Federal banking agency
shall adopt uniform regulations prescribing
standards for extensions of credit that are—

(A) secured by liens on interests in real es-
tate; or

(B) made for the purpose of financing the
construction of a building or other improve-
ments to real estate.

(2) Standards
(A) Criteria

In prescribing standards under paragraph
(1), the agencies shall consider—

(i) the risk posed to the deposit insur-
ance funds by such extensions of credit;

(ii) the need for safe and sound operation
of insured depository institutions; and

(iii) the availability of credit.
(B) Variations permitted

In prescribing standards under paragraph
(1), the appropriate Federal banking agen-
cies may differentiate among types of
loans—

(i) as may be required by Federal stat-
ute;

(ii) as may be warranted, based on the
risk to the deposit insurance fund; or

(iii) as may be warranted, based on the
safety and soundness of the institutions.

(3) Loan evaluation standard
No appropriate Federal banking agency shall

adversely evaluate an investment or a loan
made by an insured depository institution, or
consider such a loan to be nonperforming,
solely because the loan is made to or the in-
vestment is in commercial, residential, or in-
dustrial property, unless such investment or
loan may affect the institution’s safety and
soundness.
(4) Effective date

The regulations adopted under paragraph (1)
shall become effective not later than 15
months after December 19, 1991. Such regula-
tions shall continue in effect except as uni-
formly amended by the appropriate Federal
banking agencies, acting in concert.

(p) Periodic review of capital standards
Each appropriate Federal banking agency

shall, in consultation with the other Federal
banking agencies, biennially review its capital
standards for insured depository institutions to

determine whether those standards require suffi-
cient capital to facilitate prompt corrective ac-
tion to prevent or minimize loss to the deposit
insurance funds, consistent with section 1831o of
this title.
(q) Sovereign risk

Section 633 of this title shall apply to every
nonmember insured bank in the same manner
and to the same extent as if the nonmember in-
sured bank were a member bank.
(r) Subsidiary depository institutions as agents

for certain affiliates
(1) In general

Any bank subsidiary of a bank holding com-
pany may receive deposits, renew time depos-
its, close loans, service loans, and receive pay-
ments on loans and other obligations as an
agent for a depository institution affiliate.
(2) Bank acting as agent is not a branch

Notwithstanding any other provision of law,
a bank acting as an agent in accordance with
paragraph (1) for a depository institution affil-
iate shall not be considered to be a branch of
the affiliate.
(3) Prohibitions on activities

A depository institution may not—
(A) conduct any activity as an agent under

paragraph (1) or (6) which such institution is
prohibited from conducting as a principal
under any applicable Federal or State law;
or

(B) as a principal, have an agent conduct
any activity under paragraph (1) or (6) which
the institution is prohibited from conduct-
ing under any applicable Federal or State
law.

(4) Existing authority not affected
No provision of this subsection shall be con-

strued as affecting—
(A) the authority of any depository insti-

tution to act as an agent on behalf of any
other depository institution under any other
provision of law; or

(B) whether a depository institution which
conducts any activity as an agent on behalf
of any other depository institution under
any other provision of law shall be consid-
ered to be a branch of such other institution.

(5) Agency relationship required to be consist-
ent with safe and sound banking practices

An agency relationship between depository
institutions under paragraph (1) or (6) shall be
on terms that are consistent with safe and
sound banking practices and all applicable
regulations of any appropriate Federal bank-
ing agency.
(6) Affiliated insured savings associations

An insured savings association which was an
affiliate of a bank on July 1, 1994, may conduct
activities as an agent on behalf of such bank
in the same manner as an insured bank affili-
ate of such bank may act as agent for such
bank under this subsection to the extent such
activities are conducted only in—

(A) any State in which—
(i) the bank is not prohibited from oper-

ating a branch under any provision of Fed-
eral or State law; and
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(ii) the savings association maintained
an office or branch and conducted business
as of July 1, 1994; or

(B) any State in which—
(i) the bank is not expressly prohibited

from operating a branch under a State law
described in section 1831u(a)(2) of this
title; and

(ii) the savings association maintained a
main office and conducted business as of
July 1, 1994.

(s) Prohibition on certain affiliations
(1) In general

No depository institution may be an affiliate
of, be sponsored by, or accept financial sup-
port, directly or indirectly, from any Govern-
ment-sponsored enterprise.

(2) Exception for members of a Federal home
loan bank

Paragraph (1) shall not apply with respect to
the membership of a depository institution in
a Federal home loan bank.

(3) Routine business financing
Paragraph (1) shall not apply with respect to

advances or other forms of financial assistance
provided by a Government-sponsored enter-
prise pursuant to the statutes governing such
enterprise.

(4) Student loans
(A) In general

This subsection shall not apply to any ar-
rangement between the Holding Company
(or any subsidiary of the Holding Company
other than the Student Loan Marketing As-
sociation) and a depository institution, if
the Secretary approves the affiliation and
determines that—

(i) the reorganization of such Associa-
tion in accordance with section 1087–3 of
title 20 will not be adversely affected by
the arrangement;

(ii) the dissolution of the Association
pursuant to such reorganization will occur
before the end of the 2-year period begin-
ning on the date on which such arrange-
ment is consummated or on such earlier
date as the Secretary deems appropriate:
Provided, That the Secretary may extend
this period for not more than 1 year at a
time if the Secretary determines that such
extension is in the public interest and is
appropriate to achieve an orderly reorga-
nization of the Association or to prevent
market disruptions in connection with
such reorganization, but no such exten-
sions shall in the aggregate exceed 2 years;

(iii) the Association will not purchase or
extend credit to, or guarantee or provide
credit enhancement to, any obligation of
the depository institution;

(iv) the operations of the Association
will be separate from the operations of the
depository institution; and

(v) until the ‘‘dissolution date’’ (as that
term is defined in section 1087–3 of title 20)
has occurred, such depository institution
will not use the trade name or service

mark ‘‘Sallie Mae’’ in connection with any
product or service it offers if the appro-
priate Federal banking agency for such de-
pository institution determines that—

(I) the depository institution is the
only institution offering such product or
service using the ‘‘Sallie Mae’’ name;
and

(II) such use would result in the deposi-
tory institution having an unfair com-
petitive advantage over other depository
institutions.

(B) Terms and conditions
In approving any arrangement referred to

in subparagraph (A) the Secretary may im-
pose any terms and conditions on such an ar-
rangement that the Secretary considers ap-
propriate, including—

(i) imposing additional restrictions on
the issuance of debt obligations by the As-
sociation; or

(ii) restricting the use of proceeds from
the issuance of such debt.

(C) Additional limitations
In the event that the Holding Company (or

any subsidiary of the Holding Company) en-
ters into such an arrangement, the value of
the Association’s ‘‘investment portfolio’’
shall not at any time exceed the lesser of—

(i) the value of such portfolio on the date
of the enactment of this subsection; or

(ii) the value of such portfolio on the
date such an arrangement is con-
summated. The term ‘‘investment port-
folio’’ shall mean all investments shown
on the consolidated balance sheet of the
Association other than—

(I) any instrument or assets described
in section 1087–2(d) of title 20;

(II) any direct noncallable obligations
of the United States or any agency
thereof for which the full faith and cred-
it of the United States is pledged; or

(III) cash or cash equivalents.
(D) Enforcement

The terms and conditions imposed under
subparagraph (B) may be enforced by the
Secretary in accordance with section 1087–3
of title 20.
(E) Definitions

For purposes of this paragraph, the follow-
ing definition shall apply—

(i) Association; Holding Company
Notwithstanding any provision in sec-

tion 1813 of this title, the terms ‘‘Associa-
tion’’ and ‘‘Holding Company’’ have the
same meanings as in section 1087–3(i) of
title 20.
(ii) Secretary

The term ‘‘Secretary’’ means the Sec-
retary of the Treasury.

(5) ��Government-sponsored enterprise�� defined
For purposes of this subsection, the term

‘‘Government-sponsored enterprise’’ has the
meaning given to such term in section
1404(e)(1)(A) of the Financial Institutions Re-
form, Recovery, and Enforcement Act of 1989.
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(t) Recordkeeping requirements
(1) Requirements

Each appropriate Federal banking agency,
after consultation with and consideration of
the views of the Commission, shall establish
recordkeeping requirements for banks relying
on exceptions contained in paragraphs (4) and
(5) of section 78c(a) of title 15. Such record-
keeping requirements shall be sufficient to
demonstrate compliance with the terms of
such exceptions and be designed to facilitate
compliance with such exceptions.

(2) Availability to Commission; confidentiality
Each appropriate Federal banking agency

shall make any information required under
paragraph (1) available to the Commission
upon request. Notwithstanding any other pro-
vision of law, the Commission shall not be
compelled to disclose any such information.
Nothing in this paragraph shall authorize the
Commission to withhold information from
Congress, or prevent the Commission from
complying with a request for information from
any other Federal department or agency or
any self-regulatory organization requesting
the information for purposes within the scope
of its jurisdiction, or complying with an order
of a court of the United States in an action
brought by the United States or the Commis-
sion. For purposes of section 552 of title 5, this
paragraph shall be considered a statute de-
scribed in subsection (b)(3)(B) of such section
552.

(3) Definition
As used in this subsection the term ‘‘Com-

mission’’ means the Securities and Exchange
Commission.

(u) Limitation on claims
(1) In general

No person may bring a claim against any
Federal banking agency (including in its ca-
pacity as conservator or receiver) for the re-
turn of assets of an affiliate or controlling
shareholder of the insured depository institu-
tion transferred to, or for the benefit of, an in-
sured depository institution by such affiliate
or controlling shareholder of the insured de-
pository institution, or a claim against such
Federal banking agency for monetary damages
or other legal or equitable relief in connection
with such transfer, if at the time of the trans-
fer—

(A) the insured depository institution is
subject to any direction issued in writing by
a Federal banking agency to increase its
capital;

(B) the insured depository institution is
undercapitalized (as defined in section 1831o
of this title); and

(C) for that portion of the transfer that is
made by an entity covered by section 1844(g)
of this title or section 1831v of this title, the
Federal banking agency has followed the
procedure set forth in such section.

(2) Definition of claim
For purposes of paragraph (1), the term

‘‘claim’’—

(A) means a cause of action based on Fed-
eral or State law that—

(i) provides for the avoidance of pref-
erential or fraudulent transfers or convey-
ances; or

(ii) provides similar remedies for pref-
erential or fraudulent transfers or convey-
ances; and

(B) does not include any claim based on ac-
tual intent to hinder, delay, or defraud pur-
suant to such a fraudulent transfer or con-
veyance law.

(v) Loans by insured institutions on their own
stock

(1) General prohibition
No insured depository institution may make

any loan or discount on the security of the
shares of its own capital stock.

(2) Exclusion
For purposes of this subsection, an insured

depository institution shall not be deemed to
be making a loan or discount on the security
of the shares of its own capital stock if it ac-
quires the stock to prevent loss upon a debt
previously contracted for in good faith.

(w) Written employment references may contain
suspicions of involvement in illegal activity

(1) Authority to disclose information
Notwithstanding any other provision of law,

any insured depository institution, and any di-
rector, officer, employee, or agent of such in-
stitution, may disclose in any written employ-
ment reference relating to a current or former
institution-affiliated party of such institution
which is provided to another insured deposi-
tory institution in response to a request from
such other institution, information concern-
ing the possible involvement of such institu-
tion-affiliated party in potentially unlawful
activity.

(2) Information not required
Nothing in paragraph (1) shall be construed,

by itself, to create any affirmative duty to in-
clude any information described in paragraph
(1) in any employment reference referred to in
paragraph (1).

(3) Malicious intent
Notwithstanding any other provision of this

subsection, voluntary disclosure made by an
insured depository institution, and any direc-
tor, officer, employee, or agent of such institu-
tion under this subsection concerning poten-
tially unlawful activity that is made with ma-
licious intent, shall not be shielded from li-
ability from the person identified in the dis-
closure.

(4) Definition
For purposes of this subsection, the term

‘‘insured depository institution’’ includes any
uninsured branch or agency of a foreign bank.

(Sept. 21, 1950, ch. 967, § 2[18], 64 Stat. 891; Pub. L.
86–463, May 13, 1960, 74 Stat. 129; Pub. L. 87–827,
§ 2, Oct. 15, 1962, 76 Stat. 953; Pub. L. 89–79, § 2,
July 21, 1965, 79 Stat. 244; Pub. L. 89–356, § 1, Feb.
21, 1966, 80 Stat. 7; Pub. L. 89–485, § 12(c), July 1,
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1966, 80 Stat. 242; Pub. L. 89–597, § 3, Sept. 21, 1966,
80 Stat. 824; Pub. L. 90–505, § 2(b), Sept. 21, 1968,
82 Stat. 856; Pub. L. 91–151, title I, §§ 2(a), 4(b),
(c), Dec. 23, 1969, 83 Stat. 372, 374, 375; Pub. L.
93–100, § 3, Aug. 16, 1973, 87 Stat. 342; Pub. L.
93–495, title I, § 106, Oct. 28, 1974, 88 Stat. 1505;
Pub. L. 93–501, title I, § 102(a), title III, § 302, Oct.
29, 1974, 88 Stat. 1558, 1560; Pub. L. 95–369,
§ 6(c)(25)–(28), Sept. 17, 1978, 92 Stat. 620; Pub. L.
95–630, title I, § 108, title III, §§ 301(b), (c), 306,
Nov. 10, 1978, 92 Stat. 3664, 3675, 3677; Pub. L.
96–104, title II, § 202, Nov. 5, 1979, 93 Stat. 792;
Pub. L. 96–161, title I, § 101(b), title II, § 209, Dec.
28, 1979, 93 Stat. 1233, 1239; Pub. L. 96–221, title II,
§ 207(b)(2), (3), title III, §§ 302(b), 307, title V, § 529,
Mar. 31, 1980, 94 Stat. 144, 146, 147, 168; Pub. L.
97–320, title I, § 113(n), (o), title IV, §§ 410(d), 423,
424(b), (d)(10), (e), Oct. 15, 1982, 96 Stat. 1474, 1520,
1522, 1523; Pub. L. 100–86, title I, §§ 102(b), 103,
title V, § 504(b), Aug. 10, 1987, 101 Stat. 566, 632;
Pub. L. 101–73, title II, §§ 201, 221, title IX,
§§ 905(d), 907(c), Aug. 9, 1989, 103 Stat. 187, 266, 460,
466; Pub. L. 101–647, title XXV, § 2523(a), Nov. 29,
1990, 104 Stat. 4868; Pub. L. 102–242, title III,
§§ 304(a), 305(a), 306(k), Dec. 19, 1991, 105 Stat.
2354, 2359; Pub. L. 102–550, title XVI, § 1605(a)(9),
Oct. 28, 1992, 106 Stat. 4086; Pub. L. 103–325, title
III, §§ 321(b), 324, 326(b)(1), title VI,
§ 602(a)(44)–(50), Sept. 23, 1994, 108 Stat. 2226, 2227,
2229, 2290; Pub. L. 103–328, title I, §§ 101(d),
102(b)(3)(A), 103(b), Sept. 29, 1994, 108 Stat. 2342,
2350, 2353; Pub. L. 104–208, div. A, title II,
§§ 2615(b), 2704(d)(14)(U), (V), Sept. 30, 1996, 110
Stat. 3009–479, 3009–494; Pub. L. 105–277, div. H,
§ 2, Oct. 21, 1998, 112 Stat. 2681–854; Pub. L.
106–102, title II, § 204, title VII, § 730, Nov. 12, 1999,
113 Stat. 1391, 1476; Pub. L. 106–569, title XII,
§ 1207(b), Dec. 27, 2000, 114 Stat. 3034; Pub. L.
107–56, title III, §§ 327(b)(1), 355, Oct. 26, 2001, 115
Stat. 319, 324.)

REFERENCES IN TEXT

Act of July 2, 1890 (the Sherman Antitrust Act), re-
ferred to in subsec. (c)(8), is classified to sections 1 to
7 of Title 15, Commerce and Trade. For complete classi-
fication of the Act to the Code, see Short Title note set
out under section 1 of Title 15 and Tables.

Act of October 15, 1914 (the Clayton Act), referred to
in subsec. (c)(8), is act Oct. 15, 1914, ch. 323, 38 Stat. 730,
as amended, which is classified generally to sections 12,
13, 14 to 19, 20, 21, and 22 to 27 of Title 15, and sections
52 and 53 of Title 29, Labor. For further details and
complete classification of this Act to the Code, see Ref-
erences in Text note set out under section 12 of Title 15
and Tables.

The date of enactment of this subsection, referred to
in subsec. (c)(10), probably means the date of enact-
ment of Pub. L. 93–495, which was approved Oct. 28, 1974.

Section 1831u of this title, referred to in subsec. (d)(3),
was subsequently amended, and subsec. (f)(4) of section
1831u no longer defines the term ‘‘home State’’. How-
ever, such term is defined elsewhere in that section.

Section 19 of the Federal Reserve Act, as amended,
referred to in subsec. (g)(1), is classified to sections 142,
371a, 371b, 371b–1, 374, 374a, 461, 463 to 466, 505, and 506 of
this title. For provisions of section 19 relating to pay-
ment of interest on demand deposits, see section 371a of
this title.

The date of the enactment of this subsection, referred
to in subsec. (s)(4)(C)(i), probably means the date of en-
actment of Pub. L. 105–277, which added par. (4) of sub-
sec. (s) and redesignated former par. (4) as (5), and
which was approved Oct. 21, 1998.

Section 1404(e)(1)(A) of the Financial Institutions Re-
form, Recovery, and Enforcement Act of 1989, referred

to in subsec. (s)(5), is section 1404(e)(1)(A) of Pub. L.
101–73, which is set out as a note under section 1811 of
this title.

CODIFICATION

Section 202 of Pub. L. 96–104, cited as a credit to this
section, was repealed by section 212 of Pub. L. 96–161,
effective at the close of Dec. 27, 1979. The amendment
of this section by that repealed provision, described in
the 1979 Amendment note set out under this section,
shall continue in effect for limited purposes pursuant
to section 212 of Pub. L. 96–161. See Savings Provisions
note, describing the provisions of section 212 of Pub. L.
96–161, set out under section 85 of this title.

Section 302 of Pub. L. 93–501, cited as a credit to this
section, was repealed by Pub. L. 96–104, § 1, Nov. 5, 1979,
93 Stat. 789. The amendment of this section by that re-
pealed provision, described in the 1974 Amendment note
set out under this section, shall continue in effect for
limited purposes pursuant to section 1 of Pub. L. 96–104.
See Savings Provisions note, describing the provisions
of section 1 of Pub. L. 96–104, set out under section 85
of this title.

PRIOR PROVISIONS

Subsecs. (a) to (g) are derived from subsec (v)(2) to (8)
of former section 264 of this title. See Codification note
set out under section 1811 of this title.

AMENDMENTS

2001—Subsec. (c)(11), (12). Pub. L. 107–56, § 327(b)(1),
added par. (11) and redesignated former par. (11) as (12).

Subsec. (w). Pub. L. 107–56, § 355, added subsec. (w).
2000—Subsecs. (t), (u). Pub. L. 106–569, § 1207(b)(1), re-

designated subsec. (t), relating to limitation on claims,
as (u).

Subsec. (v). Pub. L. 106–569, § 1207(b)(2), added subsec.
(v).

1999—Subsec. (t). Pub. L. 106–102, § 730, added subsec.
(t) relating to limitation on claims.

Pub. L. 106–102, § 204, which directed amendment of
section by adding at end subsec. (t) relating to record-
keeping requirements, was executed by making the ad-
dition after subsec. (s) to reflect the probable intent of
Congress.

1998—Subsec. (s)(4), (5). Pub. L. 105–277 redesignated
par. (4) as (5) and added par. (4).

1996—Subsec. (m)(3). Pub. L. 104–208, § 2704(d)(14)(U),
which directed substitution of ‘‘Deposit Insurance
Fund’’ for ‘‘Savings Association Insurance Fund’’ wher-
ever appearing and striking of ‘‘or the Bank Insurance
Fund’’ in subpar. (C), was not executed. See Effective
Date of 1996 Amendment note below.

Subsec. (p). Pub. L. 104–208, § 2704(d)(14)(V), which di-
rected substitution of ‘‘Deposit Insurance Fund’’ for
‘‘deposit insurance funds’’, was not executed. See Effec-
tive Date of 1996 Amendment note below.

Subsec. (s). Pub. L. 104–208, § 2615(b), added subsec. (s).
1994—Subsec. (b). Pub. L. 103–325, § 602(a)(44), sub-

stituted ‘‘if the insured depository institution depos-
its’’ for ‘‘, if such bank shall deposit’’.

Subsec. (c)(1)(B). Pub. L. 103–325, § 602(a)(45), inserted
‘‘or’’ at end.

Subsec. (c)(4). Pub. L. 103–325, §§ 324, 602(a)(46), sub-
stituted ‘‘other Federal banking agencies’’ for ‘‘other
two banking agencies’’ in two places and inserted at
end ‘‘Notwithstanding the preceding sentence, a bank-
ing agency shall not be required to file a report re-
quested by the responsible agency under this paragraph
if such banking agency advises the responsible agency
by the applicable date under the preceding sentence
that the report is not necessary because none of the ef-
fects described in paragraph (5) are likely to occur as a
result of the transaction.’’

Subsec. (c)(6). Pub. L. 103–325, §§ 321(b), 602(a)(47), sub-
stituted ‘‘other Federal banking agencies’’ for ‘‘other
two banking agencies’’ and inserted before period at
end ‘‘or, if the agency has not received any adverse
comment from the Attorney General of the United
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States relating to competitive factors, such shorter pe-
riod of time as may be prescribed by the agency with
the concurrence of the Attorney General, but in no
event less than 15 calendar days after the date of ap-
proval’’.

Subsec. (c)(9). Pub. L. 103–325, § 602(a)(48), substituted
‘‘with—’’ for ‘‘with the following information:’’.

Subsec. (d)(3). Pub. L. 103–328, § 102(b)(3)(A), added par.
(3).

Subsec. (d)(4). Pub. L. 103–328, § 103(b), added par. (4).
Subsec. (f). Pub. L. 103–325, § 602(a)(49), substituted

‘‘such insured depository institution’’ for ‘‘such bank’’
and ‘‘the insured depository institution’’ for ‘‘the
bank’’.

Subsec. (k)(4)(A)(ii)(II). Pub. L. 103–325, § 602(a)(50),
struck out ‘‘or’’ at end.

Subsec. (q). Pub. L. 103–325, § 326(b)(1), added subsec.
(q).

Subsec. (r). Pub. L. 103–328, § 101(d), added subsec. (r).
1992—Subsec. (p). Pub. L. 102–550 redesignated subsec.

(o), relating to periodic review of capital standards, as
(p).

1991—Subsec. (j). Pub. L. 102–242, § 306(k), amended
subsec. (j) generally, revising and restating as pars. (1)
to (3) provisions of former pars. (1) to (6).

Subsec. (o). Pub. L. 102–242, § 305(a), added subsec. (o)
relating to periodic review of capital standards.

Pub. L. 102–242, § 304(a), added subsec. (o) relating to
real estate lending.

1990—Subsec. (k). Pub. L. 101–647 added subsec. (k).
1989—Subsec. (a). Pub. L. 101–73, § 221(1), substituted

heading and pars. (1) to (3) for first two sentences which
read as follows: ‘‘Every insured bank shall display at
each place of business maintained by it a sign or signs,
and shall include a statement to the effect that its de-
posits are insured by the Corporation in all of its adver-
tisements: Provided, That the Board of Directors may
exempt from this requirement advertisements which do
not relate to deposits or when it is impractical to in-
clude such statement therein. The Board of Directors
shall prescribe by regulation the forms of such signs
and the manner of display and the substance of such
statements and the manner of use.’’

Pub. L. 101–73, § 201(a), substituted ‘‘insured deposi-
tory institution’’ for ‘‘insured bank’’.

Subsecs. (b), (c)(1), (2). Pub. L. 101–73, § 201(a), sub-
stituted ‘‘insured depository institution’’ for ‘‘insured
bank’’ wherever appearing.

Subsec. (c)(2)(C), (D). Pub. L. 101–73, § 221(2)(A), added
subpars. (C) and (D) and struck out former subpar. (C)
which read as follows: ‘‘the Corporation if the acquir-
ing, assuming or resulting bank is to be a nonmember
insured bank (except a District bank).’’

Subsec. (c)(3). Pub. L. 101–73, § 221(2)(C), (D), sub-
stituted ‘‘banks or savings associations’’ for ‘‘banks’’
wherever appearing and ‘‘default’’ for ‘‘failure’’.

Subsec. (c)(4), (6). Pub. L. 101–73, § 221(2)(C), sub-
stituted ‘‘banks or savings associations’’ for ‘‘banks’’.

Subsec. (c)(7)(C), (9)(A). Pub. L. 101–73, § 221(2)(C), sub-
stituted ‘‘bank or savings association’’ for ‘‘bank’’.

Subsec. (c)(10). Pub. L. 101–73, § 201(a), substituted
‘‘insured depository institution’’ for ‘‘insured bank’’.

Subsec. (c)(12). Pub. L. 101–73, § 221(2)(B), struck out
par. (12) which read as follows: ‘‘The provisions of this
subsection shall not apply to any transaction where the
acquiring, assuming, or resulting institution is an in-
sured Federal savings bank or an institution insured by
the Federal Savings and Loan Insurance Corporation,
except that any insured bank involved in the trans-
action shall notify the Corporation in writing at least
30 days prior to consummation of the transaction and,
if any approval by the Federal Home Loan Bank Board
or the Federal Savings and Loan Insurance Corporation
is required in connection therewith, such approving au-
thority shall provide the Corporation with notification
of the application for approval, shall consult with the
Corporation before disposing of the application, and
shall provide notification to the Corporation of the de-
termination with respect to said application.’’

Subsecs. (e), (f). Pub. L. 101–73, § 201(a), substituted
‘‘insured depository institution’’ for ‘‘insured bank’’
wherever appearing.

Subsec. (g)(1). Pub. L. 101–73, § 201(b), substituted ‘‘Di-
rector of the Office of Thrift Supervision’’ for ‘‘Federal
Home Loan Bank Board’’.

Subsec. (h). Pub. L. 101–73, § 201(a), substituted ‘‘in-
sured depository institution’’ for ‘‘insured bank’’.

Subsec. (i)(2). Pub. L. 101–73, § 221(3)(A), (B), sub-
stituted ‘‘insured Federal depository institution’’ and
‘‘insured State depository institution’’ for ‘‘insured
bank’’ and ‘‘insured State bank’’, respectively.

Subsec. (i)(2)(D). Pub. L. 101–73, § 221(3)(C), (D), added
subpar. (D).

Subsec. (i)(3). Pub. L. 101–73, § 201(a), substituted ‘‘in-
sured depository institution’’ for ‘‘insured bank’’.

Subsec. (i)(4)(D). Pub. L. 101–73, § 221(3)(E), which di-
rected the amendment of subsec. (i)(2) by inserting
‘‘and fitness’’ after ‘‘character’’ in par. (4)(D), was exe-
cuted to par. (4)(D) as the probable intent of Congress.

Subsec. (i)(5). Pub. L. 101–73, § 221(3)(F), which di-
rected the amendment of subsec. (i)(2) by striking out
par. (5), was executed to par. (5) as the probable intent
of Congress. Prior to amendment, par. (5) read as fol-
lows: ‘‘Nothing in this subsection shall apply to a con-
version of an insured bank to an insured institution
pursuant to section 1726(e) of this title.’’

Subsec. (j)(3)(D). Pub. L. 101–73, § 201(a), substituted
‘‘insured depository institution’’ for ‘‘insured bank’’.

Subsec. (j)(4), (5). Pub. L. 101–73, § 907(c), amended
pars. (4) and (5) generally. Prior to amendment, pars.
(4) and (5) read as follows:

‘‘(4)(A) Any nonmember insured bank which violates
or any officer, director, employee, agent, or other per-
son participating in the conduct of the affairs of such
nonmember insured bank who violates any provision of
section 371c, 371c–1, or 375b of this title, or any lawful
regulation issued pursuant thereto, or any provision of
section 377 of this title, shall forfeit and pay a civil
penalty of not more than $1,000 per day for each day
during which such violation continues: Provided, That
the Corporation may, in its discretion, compromise,
modify, or remit any civil money penalty which is sub-
ject to imposition or has been imposed under authority
of this subsection. The penalty may be assessed and
collected by the Corporation by written notice. As used
in this section, the term ‘violates’ includes without any
limitation any action (alone or with another or others)
for or toward causing, bringing about, participating in,
counseling, or aiding or abetting a violation.

‘‘(B) In determining the amount of the penalty the
Corporation shall take into account the appropriate-
ness of the penalty with respect to the size of financial
resources and good faith of the member bank or person
charged, the gravity of the violation, the history of
previous violations, and such other matters as justice
may require.

‘‘(C) The nonmember insured bank or person charged
shall be afforded an opportunity for agency hearing,
upon request made within ten days after issuance of
the notice of assessment. In such hearing all issues
shall be determined on the record pursuant to section
554 of title 5. The agency determination shall be made
by final order which may be reviewed only as provided
in subparagraph (D). If no hearing is requested as here-
in provided the assessment shall constitute a final and
unappealable order.

‘‘(D) Any nonmember insured bank or person against
whom an order imposing a civil money penalty has
been entered after agency hearing under this section
may obtain review by the United States court of ap-
peals for the circuit in which the home office of the
member bank is located, or the United States Court of
Appeals for the District of Columbia Circuit, by filing
a notice of appeal in such court within twenty days
from the service of such order, and simultaneously
sending a copy of such notice by registered or certified
mail to the Corporation. The Corporation shall prompt-
ly certify and file in such court the record upon which
the penalty was imposed, as provided in section 2112 of
title 28. The findings of the Corporation shall be set
aside if found to be unsupported by substantial evi-
dence as provided by section 706(2)(E) of title 5.
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‘‘(E) If any nonmember insured bank or person fails
to pay an assessment after it has become a final and
unappealable order, or after the court of appeals has
entered final judgment in favor of the agency, the Cor-
poration shall refer the matter to the Attorney Gen-
eral, who shall recover the amount assessed by action
in the appropriate United States district court. In such
action the validity and appropriateness of the final
order imposing the penalty shall not be subject to re-
view.

‘‘(F) The Corporation shall promulgate regulations
establishing procedures necessary to implement this
paragraph.

‘‘(G) All penalties collected under the authority of
this paragraph shall be covered into the Treasury of
the United States.

‘‘(5) The provisions of this subsection shall not apply
to an insured Federal savings bank.’’

Subsec. (j)(6). Pub. L. 101–73, § 905(d), added par. (6).
Subsecs. (m), (n). Pub. L. 101–73, § 221(4), added sub-

secs. (m) and (n).
1987—Subsec. (c)(12). Pub. L. 100–86, § 504(b)(1), amend-

ed par. (12) generally. Prior to amendment, par. (12)
read as follows: ‘‘The provisions of this subsection shall
not apply to any merger transaction involving an in-
sured Federal savings bank unless the resulting institu-
tion will be an insured bank other than an insured Fed-
eral savings bank.’’

Subsec. (i)(5). Pub. L. 100–86, § 504(b)(2), added par. (5).
Subsec. (j)(1). Pub. L. 100–86, § 102(b)(1), inserted ref-

erence to section 371c–1 of this title in two places.
Subsec. (j)(3). Pub. L. 100–86, § 103(a), added par. (3)

and redesignated former par. (3) as (4).
Subsec. (j)(4). Pub. L. 100–86, §§ 102(b)(2), 103, redesig-

nated former par. (3) as (4) and in subpar. (A) inserted
‘‘, 371c–1,’’ and ‘‘or any provision of section 377 of this
title,’’.

Subsec. (j)(5). Pub. L. 100–86, § 103(a), redesignated
former par. (4) as (5).

1982—Subsec. (c)(12). Pub. L. 97–320, § 113(n), added
par. (12).

Subsec. (j)(1). Pub. L. 97–320, § 410(d), struck out
‘‘within the meaning of section 221a of this title and’’
after ‘‘of a nonmember insured bank,’’.

Subsec. (j)(2). Pub. L. 97–320, § 423, inserted provisions
relating to the applicability of this subsection to any
foreign bank as defined in section 3101(7) of this title
and its branch in the United States.

Subsec. (j)(3)(A). Pub. L. 97–320, § 424(b), (d)(10), in-
serted proviso giving the Corporation discretionary au-
thority to compromise, etc., any civil money penalty
imposed under this subsection, and substituted ‘‘may
be assessed’’ for ‘‘shall be assessed’’.

Subsec. (j)(3)(D). Pub. L. 97–424(e), substituted ‘‘twen-
ty days from the service’’ for ‘‘ten days from the date’’.

Subsec. (j)(4). Pub. L. 97–320, § 113(o), added par. (4).
1980—Subsec. (g). Pub. L. 96–221, §§ 302(b), 307, inserted

provisions identical to provisions inserted by section
101(b) of Pub. L. 96–161, designating existing provisions
as par. (1) and adding par. (2), and repealing the amend-
ment made by Pub. L. 96–161. See Repeals and Effective
Date of 1980 Amendment notes below.

Pub. L. 96–221, § 207(b)(2), (3), provided for the future
amendment of subsec. (g)(1) by striking out ‘‘payment
and’’ and ‘‘, including limitations on the rates of inter-
est or dividends that may be paid’’ in second sentence,
and by striking out third, fifth, and eighth sentences
which read as follows: ‘‘The Board of Directors may
prescribe different rate limitations for different classes
of deposits, for deposits of different amounts or with
different maturities or subject to different conditions
regarding withdrawal or repayment, according to the
nature or location of insured nonmember banks or
their depositors, or according to such other reasonable
bases as the Board of Directors may deem desirable in
the public interest. Such regulations shall prohibit any
insured nonmember bank from paying any time deposit
before its maturity except upon such conditions and in
accordance with such rules and regulations as may be
prescribed by the Board of Directors, and from waiving

any requirement of notice before payment of any sav-
ings deposit except as to all savings deposits having the
same requirement. For each violation of any provision
of this subsection or any lawful provision of such regu-
lations relating to the payment of interest or dividends
on deposits or to withdrawal of deposits, the offending
bank shall be subject to a penalty of not more than
$100, which the Corporation may recover for its use.’’
See Effective Date of 1980 Amendment note below.

Subsec. (k). Pub. L. 96–221, § 529, repealed Pub. L.
96–104 and title II of Pub. L. 96–161, resulting in the
striking out of subsec. (k) which had provided that no
insured nonmember bank or affiliate, or any successor,
assignee, endorser, guarantor, or surety thereof, could
plead or claim, directly or otherwise, with respect to
any deposit or obligation of such bank or affiliate, any
defense, right, or benefit under any provision of a State
or territory of the United States, or the District of Co-
lumbia, regulating or limiting the rate of interest
which could be charged or received, etc. and any such
provision was preempted, and no civil or criminal pen-
alty which would otherwise be applicable under such
provision would apply to such bank or affiliate or any
other person.

1979—Subsec. (g). Pub. L. 96–161, § 101(b), designated
existing provisions as par. (1) and added par. (2).

Subsec. (k). Pub. L. 96–161, § 209, added subsec. (k). A
prior subsec. (k), added by Pub. L. 96–104 and identical
to the subsec. (k) added by Pub. L. 96–161, was repealed
by section 212 of Pub. L. 96–161. See Codification note
above.

Pub. L. 96–104 added subsec. (k). A prior subsec. (k),
which also related to the inapplicability of State usury
ceilings to certain obligations issued by insured non-
member banks and affiliates, was repealed by section 1
of Pub. L. 96–104.

1978—Subsec. (c)(1)(B). Pub. L. 95–630, § 306, inserted
‘‘(including liabilities which would be ‘deposits’ except
for the proviso in section 1813(l)(5) of this title)’’ after
‘‘pay any deposits’’.

Subsec. (c)(11). Pub. L. 95–369, § 6(c)(25), added par.
(11).

Subsec. (d). Pub. L. 95–630, § 301(b), designated exist-
ing provisions as par. (1) and, inserted ‘‘domestic’’ after
‘‘operate any new’’ and ‘‘such’’ after ‘‘main office or
any’’, and added par. (2).

Pub. L. 95–369, § 6(c)(26), inserted provision prohibit-
ing a foreign bank from moving any insured branch
from one location to another without the consent of
the Corporation.

Subsec. (g). Pub. L. 95–369, § 6(c)(27), inserted ‘‘and in
insured branches of foreign banks’’ after ‘‘in insured
nonmember banks’’.

Subsec. (j). Pub. L. 95–630, § 108, designated existing
provisions as par. (1) and added pars. (2) and (3).

Pub. L. 95–369, § 6(c)(28), inserted at end ‘‘The provi-
sions of this subsection shall not apply to any foreign
bank having an insured branch with respect to dealings
between such bank and any affiliate thereof.’’

Subsec. (l). Pub. L. 95–630, § 301(c), added subsec. (l).
1974—Subsec. (c)(10). Pub. L. 93–495 added par. (10).
Subsec. (g). Pub. L. 93–501, § 102(a), struck out require-

ment that obligations other than deposits undertaken
by insured non-member banks be for the purpose of ob-
taining funds to be used in the banking business in pro-
visions relating to applicability of this subsection and
of regulations under the subsection to such obligations.

Subsec. (k). Pub. L. 93–501, § 302, added subsec. (k).
1973—Subsec. (g). Pub. L. 93–100 extended rulemaking

authority of Board of Directors to payment and adver-
tisement of dividends on deposits and in the provisions
relating to the applicability of the subsection to non-
insured banks in the States, eliminated clause designa-
tion and struck out provisions of former cl. (2).

1969—Subsec. (g). Pub. L. 91–151 extended the author-
ity of the Board under this subsection to noninsured
banks in the States where uninsured savings deposits
exceed 20 per cent of the total savings deposits, and,
where State laws do not provide for such regulations,
empowered the Board up to July 31, 1970, to prevent the
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rates paid by such noninsured institutions from exceed-
ing 51⁄2 per cent, and further authorized the Board to
bring actions in federal courts for compliance, author-
ized the Board to determine what could be deemed a
payment of interest and provided for the promulgation
of regulations necessary for the enforcement of the sub-
section, made the subsection and the regulations there-
under applicable to obligations other than deposits
undertaken by insured nonmember banks and their af-
filiates and extended the regulatory power of the Board
to include ‘‘dividends’’.

1968—Subsec. (g). Pub. L. 90–505 gave the Board power
to prescribe rules governing the payment and adver-
tisement of interest on deposits.

1966—Subsec. (c). Pub. L. 89–356, § 1(a), laid down more
definite guidelines for dealing with the antitrust as-
pects of bank mergers by prohibiting monopoly bank
mergers in all cases, forbidding anticompetitive merg-
ers except in cases where a clear showing is made that
a given merger is so beneficial that its allowance is in
the public interest, and requiring the uniform applica-
tion of the law by both judicial and administrative bod-
ies, inserted provisions to delay the effectiveness of
agency approval of merger transactions except in emer-
gency situations, imposed a special statute of limita-
tions for antitrust actions arising out of agency-ap-
proved merger transactions thereby precluding anti-
trust actions when the agency has acted immediately
to prevent probable failure of a bank, provided for the
automatic staying of the effectiveness of agency action
by the commencement of an antitrust action unless the
court orders otherwise, called for de novo court review,
permitted federal bank agencies which approved a sub-
sequently challenged merger to appear in the suit by
its own counsel, allowed state banking agencies to
present their views, and inserted a definition of ‘‘anti-
trust laws’’ which would include the Sherman Act, the
Clayton Act, and any other Acts in pari materia.

Subsec. (g). Pub. L. 89–597 made the authority of the
FDIC Board to prescribe maximum permissible rates of
interest that may be paid by member banks on time
and savings deposits discretionary rather than manda-
tory, included such payments by insured mutual sav-
ings banks, required prior consultations with the Board
of Governors of the FRS and the FHLB Board, author-
ized different rate limitations for different classes of
deposits, for deposits of different amounts, or according
to such other reasonable bases as the Board may deem
desirable in the public interest, and eliminate provision
for rate limitation according to the varying discount
rates of member banks in the several Federal Reserve
districts.

Subsec. (i). Pub. L. 89–356, § 1(b), added subsec. (i).
Subsec. (j). Pub. L. 89–485 added subsec. (j).
1965—Subsec. (g). Pub. L. 89–79 extended until Oct. 15,

1968, the period during which the provisions of this sub-
section should not apply to the rate of interest which
may be paid by insured nonmember banks on time de-
posits of foreign governments, monetary and financial
authorities of foreign governments when acting as
such, or international financial institutions of which
the United States is a member.

1962—Subsec. (g). Pub. L. 87–827 inserted sentence
making the subsection inapplicable, during the period
commencing on Oct. 15, 1962, and ending upon the expi-
ration of three years after such date, to the rate of in-
terest which may be paid by insured nonmember banks
on time deposits of foreign governments, monetary and
financial authorities of foreign governments when act-
ing as such, or international financial institutions of
which the United States is a member.

1960—Subsec. (c). Pub. L. 86–463 prohibited merger or
consolidation of any insured bank with any other in-
sured bank, or acquisition of assets of, or assumption of
liability to pay any deposits made in, any other insured
bank without prior written consent, required publica-
tion of notice of any proposed merger, consolidation,
acquisition of assets, or assumption of liabilities, enu-
merated specific items required to be considered before
consent may be granted or withheld, directed the agen-

cy involved to request a report on competitive factors
involved from the Attorney General and the other two
banking agencies referred to in this subsection, and
provided for inclusion in the annual report of the
Comptroller, the Board and the Corporation of each
merger, consolidation, acquisition of assets, or assump-
tion of liabilities approved.

EFFECTIVE AND TERMINATION DATES OF 2001
AMENDMENT

Amendments by title III of Pub. L. 107–56 to termi-
nate effective on and after the first day of fiscal year
2005 if Congress enacts a joint resolution that such
amendments no longer have the force of law, see sec-
tion 303 of Pub. L. 107–56, set out as a Four-Year Con-
gressional Review; Expedited Consideration note under
section 5311 of Title 31, Money and Finance.

Pub. L. 107–56, title III, § 327(b)(2), Oct. 26, 2001, 115
Stat. 319, provided that: ‘‘The amendment made by
paragraph (1) [amending this section] shall apply with
respect to any application submitted to the responsible
agency under section 18(c) of the Federal Deposit Insur-
ance Act [12 U.S.C. 1828(c)] after December 31, 2001,
which has not been approved by all appropriate respon-
sible agencies before the date of enactment of this Act
[Oct. 26, 2001].’’

EFFECTIVE DATE OF 1999 AMENDMENT

Pub. L. 106–102, title II, § 209, Nov. 12, 1999, 113 Stat.
1395, provided that: ‘‘This subtitle [subtitle A
(§§ 201–210) of title II of Pub. L. 106–102, amending this
section and sections 78c, 78o, and 78o–3 of Title 15, Com-
merce and Trade, and enacting provisions set out as
notes under section 1811 of this title and section 78c of
Title 15] shall take effect at the end of the 18-month pe-
riod beginning on the date of the enactment of this Act
[Nov. 12, 1999].’’

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by section 2615(b) of Pub. L. 104–208 ap-
plicable on and after Jan. 1, 1996, see section 2615(c) of
Pub. L. 104–208, set out as a note under section 1781 of
this title.

Amendment by section 2704(d)(14)(U), (V) of Pub. L.
104–208 effective Jan. 1, 1999, if no insured depository in-
stitution is a savings association on that date, see sec-
tion 2704(c) of Pub. L. 104–208, set out as a note under
section 1821 of this title.

EFFECTIVE DATE OF 1994 AMENDMENT

Section 101(e) of Pub. L. 103–328 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and sections 1841, 1842, and 1846 of this title] shall
take effect at the end of the 1-year period beginning on
the date of the enactment of this Act [Sept. 29, 1994].’’

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.

EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by section 306(k) of Pub. L. 102–242 effec-
tive upon earlier of date on which final regulations
under section 306(m)(1) of Pub. L. 102–242 become effec-
tive or 150 days after Dec. 19, 1991, see section 306(l) of
Pub. L. 102–242, set out as a note under section 375b of
this title.

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by section 907(c) of Pub. L. 101–73 appli-
cable to conduct engaged in after Aug. 9, 1989, except
that increased maximum penalties of $5,000 and $25,000
may apply to conduct engaged in before such date if
such conduct is not already subject to a notice issued
by the appropriate agency and occurred after comple-
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tion of the last report of the examination of the insti-
tution by the appropriate agency occurring before Aug.
9, 1989, see section 907(l) of Pub. L. 101–73, set out as a
note under section 93 of this title.

EFFECTIVE DATE OF 1980 AMENDMENT

Section 207(b) of Pub. L. 96–221 provided in part that
the amendment by that section is effective 6 years
after Mar. 31, 1980.

Amendment by section 302(b) of Pub. L. 96–221 effec-
tive at the close of Mar. 31, 1980, see section 306 of Pub.
L. 96–221, set out as a note under section 371a of this
title.

Section 529 of Pub. L. 96–221 provided that the amend-
ment made by that section is effective at the close of
Mar. 31, 1980.

EFFECTIVE AND TERMINATION DATES OF 1979
AMENDMENTS

Amendment by section 101(b) of Pub. L. 96–161 effec-
tive Dec. 31, 1979, with that amendment to remain in ef-
fect until the close of Mar. 31, 1980, see section 104 of
Pub. L. 96–161, set out as a note under section 371a of
this title.

Amendment by section 209 of Pub. L. 96–161 applicable
only with respect to deposits made or obligations is-
sued in any State during the period beginning on Dec.
28, 1979, and ending on the earliest of (1) in the case of
a State statute, July 1, 1980; (2) the date, after Dec. 28,
1979, on which such State adopts a law stating in sub-
stance that such State does not want the amendment
made by Pub. L. 96–161 to apply with respect to such de-
posits and obligations; or (3) the date on which such
State certifies that the voters of such State, after Dec.
28, 1979, have voted in favor of, or to retain, any law,
provision of the constitution of such State, or amend-
ment of the constitution of such State which limits the
amount of interest which may be charged in connection
with such deposits and obligations, see section 211 of
Pub. L. 96–161, set out as an Effective Date of 1979
Amendment note under section 371b–1 of this title.

Amendment by Pub. L. 96–104 applicable to deposits
made or obligations issued in any State during the pe-
riod beginning on Nov. 5, 1979, and ending on the earlier
of July 1, 1981, the date after Nov. 5, 1979, on which such
State adopts a law stating in substance that such State
does not want the amendment of this section to apply
with respect to such deposits and obligations, or the
date on which such State certifies that the voters of
such State have voted in favor of, or to retain, any law,
provision of the constitution of such State, or amend-
ment of the constitution of such State, which limits
the amount of interest which may be charged in con-
nection with such deposits and obligations, see section
204 of Pub. L. 96–104, set out as an Effective Date of 1979
Amendment note under section 371b–1 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by section 108 of Pub. L. 95–630, relating
to imposition of civil penalties, applicable to violations
occurring or continuing after Nov. 10, 1978, see section
109 of Pub. L. 95–630, set out as a note under section 93
of this title.

Amendment by sections 301(c) and 306 of Pub. L.
95–630 effective on the expiration of 120 days after Nov.
10, 1978, see section 2101 of Pub. L. 95–630, set out as an
Effective Date note under section 375b of this title.

EFFECTIVE DATE OF 1974 AMENDMENT

Section 102(b) of Pub. L. 93–501 provided that: ‘‘The
amendment made by subsection (a) [amending this sec-
tion] shall not apply to any bank holding company
which has filed prior to the date of enactment of this
Act [Oct. 29, 1974] an irrevocable declaration with the
Board of Governors of the Federal Reserve System to
divest itself of all of its banks under section 4 of the
Bank Holding Company Act [section 1843 of this title],
or to any debt obligation which is an exempted security
under section 3(a)(3) of the Securities Act of 1933 [sec-
tion 77c(a)(3) of Title 15, Commerce and Trade].’’

Amendment by section 302 of Pub. L. 93–501 applicable
to deposits made or obligations issued in any state
after Oct. 29, 1974, but prior to the earlier of July 1, 1977
or the date of enactment by the state of a law limiting
the amount of interest which may be charged in con-
nection with such deposits or obligations, see section
304 of Pub. L. 93–501, set out as a note under section
371b–1 of this title.

EFFECTIVE DATE OF 1973 AMENDMENT

Amendment by Pub. L. 93–100 effective on thirtieth
day after Aug. 16, 1973, see section 8 of Pub. L. 93–100,
set out as an Effective Date note under section 1469 of
this title.

EFFECTIVE AND TERMINATION DATES OF 1969
AMENDMENT

Section 7 of Pub. L. 89–597, as amended, formerly set
out as an Effective and Termination Dates of 1966
Amendment note under section 461 of this title (which
provided in part that amendment of subsec. (g) of this
section by addition of three sentences at the end there-
of by section 2(a) of Pub. L. 91–151 to be effective only
to Dec. 15, 1980, and that on Dec 15, 1980, such three sen-
tences were to be repealed) was repealed by section
207(a) of Pub. L. 96–221.

EFFECTIVE AND TERMINATION DATES OF 1966
AMENDMENT

Section 7 of Pub. L. 89–597, as amended, formerly set
out as an Effective and Termination Dates of 1966
Amendment note under section 461 of this title (which
provided in part that amendment of the second and
third sentences of subsec. (g) of this section by section
3 of Pub. L. 89–597 was effective only to Dec. 15, 1980,
and that on Dec. 15, 1980, such sentences were to be
amended to read as they would without the amendment
by section 3 of Pub. L. 89–597), was repealed by section
207(a) of Pub. L. 96–221.

REPEALS

Amendment by section 101 of Pub. L. 96–161, cited as
a credit to this section, was repealed at the close of
Mar. 31, 1980, by section 307 of Pub. L. 96–221, and sub-
stantially identical provisions were enacted by section
302 of Pub. L. 96–221, such amendments to take effect at
the close of Mar. 31, 1980.

SAVINGS PROVISION

Section 529 of Pub. L. 96–221 provided in part that,
notwithstanding the repeal of Pub. L. 96–104 and title II
of Pub. L. 96–161, the provisions of subsec. (k) of this
section [which had been added to this section by those
repealed laws] shall continue to apply to any loan
made, any deposit made, or any obligation issued to
any State during any period when those provisions
were in effect in such State.

TERMINATION OF REPORTING REQUIREMENTS

For termination, effective May 15, 2000, of provisions
of law requiring submittal to Congress of any annual,
semiannual, or other regular periodic report listed in
House Document No. 103–7 (in which a report required
under subsection (c)(9) of this section is listed on page
171), see section 3003 of Pub. L. 104–66, as amended, set
out as a note under section 1113 of Title 31, Money and
Finance.

BANKING AGENCY PUBLICATION REQUIREMENTS

Pub. L. 105–18, title V, § 50004, June 12, 1997, 111 Stat.
212, provided that:

‘‘(a) IN GENERAL.—A qualifying regulatory agency
may take any of the following actions with respect to
depository institutions or other regulated entities
whose principal place of business is within, or with re-
spect to transactions or activities within, an area in
which the President, pursuant to section 401 of the Rob-
ert T. Stafford Disaster Relief and Emergency Assist-
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ance Act [42 U.S.C. 5170], has determined, on or after
February 28, 1997, that a major disaster exists, or with-
in an area determined to be eligible for disaster relief
under other Federal law by reason of damage related to
the 1997 flooding of the Red River of the North, the
Minnesota River, and the tributaries of such rivers, if
the agency determines that the action would facilitate
recovery from the major disaster:

‘‘(1) PROCEDURE.—Exercising the agency’s authority
under provisions of law other than this section with-
out complying with—

‘‘(A) any requirement of section 553 of title 5,
United States Code; or

‘‘(B) any provision of law that requires notice or
opportunity for hearing or sets maximum or mini-
mum time limits with respect to agency action.
‘‘(2) PUBLICATION REQUIREMENTS.—Making excep-

tions, with respect to institutions or other entities
for which the agency is the primary Federal regu-
lator, to—

‘‘(A) any publication requirement with respect to
establishing branches or other deposit-taking fa-
cilities; or

‘‘(B) any similar publication requirement.
‘‘(b) PUBLICATION REQUIRED.—A qualifying regulatory

agency shall publish in the Federal Register a state-
ment that—

‘‘(1) describes any action taken under this section;
and

‘‘(2) explains the need for the action.
‘‘(c) QUALIFYING REGULATORY AGENCY DEFINED.—For

purposes of this section, the term ‘qualifying regu-
latory agency’ means—

‘‘(1) the Board of Governors of the Federal Reserve
System;

‘‘(2) the Comptroller of the Currency;
‘‘(3) the Director of the Office of Thrift Supervision;
‘‘(4) the Federal Deposit Insurance Corporation;
‘‘(5) the Financial Institutions Examination Coun-

cil;
‘‘(6) the National Credit Union Administration; and
‘‘(7) with respect to chapter 53 of title 31, United

States Code, the Secretary of the Treasury.
‘‘(d) EXPIRATION.—Any exception made under this sec-

tion shall expire not later than February 28, 1998.’’
Similar provisions were contained in the following

prior acts:
Pub. L. 103–76, § 4, Aug. 12, 1993, 107 Stat. 753.
Pub. L. 102–485, § 5, Oct. 23, 1992, 106 Stat. 2773.

REVIEW OF RISK-BASED CAPITAL STANDARDS

Section 305(b) of Pub. L. 102–242, as amended by Pub.
L. 103–325, title III, § 335, Sept. 23, 1994, 108 Stat. 2233,
provided that:

‘‘(1) IN GENERAL.—Each appropriate Federal banking
agency shall revise its risk-based capital standards for
insured depository institutions to ensure that those
standards—

‘‘(A) take adequate account of—
‘‘(i) interest-rate risk;
‘‘(ii) concentration of credit risk; and
‘‘(iii) the risks of nontraditional activities;

‘‘(B) reflect the actual performance and expected
risk of loss of multifamily mortgages; and

‘‘(C) take into account the size and activities of the
institutions and do not cause undue reporting bur-
dens.
‘‘(2) INTERNATIONAL DISCUSSIONS.—The Federal bank-

ing agencies shall discuss the development of com-
parable standards with members of the supervisory
committee of the Bank for International Settlements.

‘‘(3) DEADLINE FOR PRESCRIBING REVISED STANDARDS.—
Each appropriate Federal banking agency shall—

‘‘(A) publish final regulations in the Federal Reg-
ister to implement paragraph (1) not later than 18
months after the date of enactment of this Act [Dec.
19, 1991]; and

‘‘(B) establish reasonable transition rules to facili-
tate compliance with those regulations.
‘‘(4) DEFINITIONS.—For purposes of this subsection,

the terms ‘appropriate Federal banking agency’, ‘Fed-

eral banking agency’ and ‘insured depository institu-
tion’ have the same meanings as in section 3 of the
Federal Deposit Insurance Act (12 U.S.C. 1813).’’

PURCHASED MORTGAGE SERVICING RIGHTS

Pub. L. 102–242, title IV, § 475, Dec. 19, 1991, 105 Stat.
2386, as amended by Pub. L. 102–550, title XVI,
§ 1606(i)(2), Oct. 28, 1992, 106 Stat. 4089; Pub. L. 106–569,
title XII, § 1208, Dec. 27, 2000, 114 Stat. 3035, provided
that:

‘‘(a) IN GENERAL.—Notwithstanding section 5(t)(4) of
the Home Owners’ Loan Act [12 U.S.C. 1464(t)(4)], each
appropriate Federal banking agency shall determine,
with respect to insured depository institutions for
which it is the appropriate Federal regulator, the
amount of readily marketable purchased mortgage
servicing rights that may be included in calculating
such institution’s tangible capital, risk-based capital,
or leverage limit, if—

‘‘(1) such servicing rights are valued at not more
than 90 percent (or such other percentage exceeding
90 percent but not exceeding 100 percent, as may be
determined under subsection (b)) of their fair market
value; and

‘‘(2) the fair market value of such servicing rights
is determined not less often than quarterly.
‘‘(b) AUTHORITY TO DETERMINE PERCENTAGE BY WHICH

TO DISCOUNT VALUE OF SERVICING RIGHTS.—The appro-
priate Federal banking agencies may allow readily
marketable purchased mortgage servicing rights to be
valued at more than 90 percent of their fair market
value but at not more than 100 percent of such value,
if such agencies jointly make a finding that such valu-
ation would not have an adverse effect on the deposit
insurance funds or the safety and soundness of insured
depository institutions.

‘‘(c) DEFINITION.—For purposes of this section, the
terms ‘appropriate Federal banking agency’, ‘deposit
insurance fund’, and ‘insured depository institution’
have the same meanings as in section 3 of the Federal
Deposit Insurance Act [12 U.S.C. 1813].

‘‘(d) EFFECTIVE DATE.—This section shall apply after
the end of the 60-day period beginning on the date of
the enactment of this Act [Dec. 19, 1991].’’

ELIMINATION OF INTEREST RATE DIFFERENTIALS

Section 326(b)–(d) of Pub. L. 97–320 provided that:
‘‘(b)(1) Interest rate differentials for all categories of

deposits or accounts between (i) any bank (other than
a savings bank) the deposits of which are insured by
the Federal Deposit Insurance Corporation, and (ii) any
savings and loan, building and loan, or homestead asso-
ciation (including cooperative banks) the deposits or
accounts of which are insured by the Federal Savings
and Loan Insurance Corporation or any mutual savings
bank as defined in section 3(f) of the Federal Deposit
Insurance Act (12 U.S.C. 1813(j)) [12 U.S.C. 1813(f)], shall
be phased out on or before January 1, 1984.

‘‘(2) Any differential which is being phased out pursu-
ant to a schedule established by regulations prescribed
by the Depository Institutions Deregulation Commit-
tee prior to the date of enactment of this Act [Oct. 15,
1982] shall be phased out as soon as practicable, but in
no event later than such schedule provides.

‘‘(3) Notwithstanding any other provision of law, no
differential for any category of deposits or accounts
shall be established or maintained on or after January
1, 1984.

‘‘(c) No interest rate differential may be established
or maintained in the case of the deposit account au-
thorized pursuant to section 204(c) of the Depository In-
stitutions Deregulation Act of 1980 [12 U.S.C. 3503(c)].

‘‘(d) In the case of the elimination or reduction of any
interest rate differential under subsection (b) with re-
spect to any category of deposits or accounts between
(1) any bank (other than a savings bank) the deposits
of which are insured by the Federal Deposit Insurance
Corporation and (2) any savings and loan, building and
loan, or homestead association (including cooperative
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banks) the deposits or accounts of which are insured by
the Federal Savings and Loan Insurance Corporation or
any mutual savings bank as defined in section 3(f) of
the Federal Deposit Insurance Act [12 U.S.C. 1813(f)],
the maximum rate of interest which shall be estab-
lished for such category of deposits for banks (other
than savings banks) the deposits of which are insured
by the Federal Deposit Insurance Corporation shall be
equal to the highest rate of interest which savings and
loan associations the deposits or accounts of which are
insured by the Federal Savings and Loan Insurance
Corporation were permitted to pay on such category of
deposits immediately prior to the elimination or reduc-
tion of such interest rate differential.’’

STATES HAVING CONSTITUTIONAL PROVISIONS
REGARDING MAXIMUM INTEREST RATES

Section 213 of Pub. L. 96–161 provided that the provi-
sions of title II of Pub. L. 96–161, which enacted subsec.
(k) of this section and repealed provisions which had
formerly amended this section, to continue to apply
until July 1, 1981, in the case of any State having a con-
stitutional provision regarding maximum interest
rates.

INTEREST RATES; CONTROLS

Reduction of interest rates to maximum extent fea-
sible in light of prevailing money market and general
economic conditions, see section 1 of Pub. L. 89–597, set
out as a note under section 461 of this title.

REINSTATEMENT OF WITHDRAWN OR ABANDONED APPLI-
CATIONS MADE BEFORE FEBRUARY 21, 1966, FOR AP-
PROVAL OF MERGERS

Section 3 of Pub. L. 89–356 provided that: ‘‘Any appli-
cation for approval of a merger transaction (as the
term ‘merged transaction’ is used in section 18(c) of the
Federal Deposit Insurance Act) [subsec. (c) of this sec-
tion] which was made before the date of enactment of
this Act [Feb. 21, 1966], but was withdrawn or aban-
doned as a result of any objections made or any suit
brought by the Attorney General, may be reinstituted
and shall be acted upon in accordance with the provi-
sions of this Act without prejudice by such withdrawal,
abandonment, objections, or judicial proceedings.’’

SPECIAL ANTITRUST TREATMENT OF MERGER TRANS-
ACTIONS CONSUMMATED BEFORE FEBRUARY 21, 1966,
AND OF LITIGATION PENDING ON OR AFTER FEBRUARY
21, 1966, WITH RESPECT TO MERGER TRANSACTIONS
CONSUMMATED AFTER JUNE 16, 1963

Section 2 of Pub. L. 89–356 provided that:
‘‘(a) Any merger, consolidation, acquisition of assets,

or assumption of liabilities involving an insured bank
which was consummated prior to June 17, 1963, the
bank resulting from which has not been dissolved or di-
vided and has not effected a sale or distribution of as-
sets and has not taken any other similar action pursu-
ant to a final judgment under the antitrust laws prior
to the enactment of this Act [Feb. 21, 1966], shall be
conclusively presumed to have not been in violation of
any antitrust laws other than section 2 of the Act of
July 2, 1890 (section 2 of the Sherman Antitrust Act, 15
U.S.C. 2).

‘‘(b) No merger, consolidation, acquisition of assets,
or assumption of liabilities involving an insured bank
which was consummated after June 16, 1963, and prior
to the date of enactment of this Act [Feb. 21, 1966] and
as to which no litigation was initiated by the Attorney
General prior to the date of enactment of this Act [Feb.
21, 1966] may be attacked after such date in any judicial
proceeding on the ground that it alone and of itself
constituted a violation of any antitrust laws other
than section 2 of the Act of July 2, 1890 (section 2 of the
Sherman Antitrust Act, 15 U.S.C. 2).

‘‘(c) Any court having pending before it on or after
the date of enactment of this Act [Feb. 21, 1966] any
litigation initiated under the antitrust laws by the At-
torney General after June 16, 1963 with respect to the

merger, consolidation, acquisition of assets, or assump-
tion of liabilities of an insured bank consummated
after June 16, 1963, shall apply the substantive rule of
law set forth in section 18(c)(5) of the Federal Deposit
Insurance Act [subsec. (c)(5) of this section], as amend-
ed by this Act.

‘‘(d) For the purposes of this section, the term ‘anti-
trust laws’ means the Act of July 2, 1890 (the Sherman
Antitrust Act, 15 U.S.C. 1–7), the Act of October 15, 1914
(the Clayton Act, 15 U.S.C. 12–27), and any other Acts
in pari materia.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 215a–3, 215c, 371,
1464, 1467a, 1468, 1815, 1817, 1818, 1820, 1821, 1828b, 1831p–1,
1831u, 1843, 2902, 3103, 4803 of this title; title 15 section
18a; title 31 section 5318.

§ 1828a. Prudential safeguards

(a) Comptroller of the Currency
(1) In general

The Comptroller of the Currency may, by
regulation or order, impose restrictions or re-
quirements on relationships or transactions
between a national bank and a subsidiary of
the national bank that the Comptroller finds
are—

(A) consistent with the purposes of this
Act, title LXII of the Revised Statutes of the
United States, and other Federal law appli-
cable to national banks; and

(B) appropriate to avoid any significant
risk to the safety and soundness of insured
depository institutions or any Federal de-
posit insurance fund or other adverse effects,
such as undue concentration of resources,
decreased or unfair competition, conflicts of
interests, or unsound banking practices.

(2) Review
The Comptroller of the Currency shall regu-

larly—
(A) review all restrictions or requirements

established pursuant to paragraph (1) to de-
termine whether there is a continuing need
for any such restriction or requirement to
carry out the purposes of the Act, including
the avoidance of any adverse effect referred
to in paragraph (1)(B); and

(B) modify or eliminate any such restric-
tion or requirement the Comptroller finds is
no longer required for such purposes.

(b) Board of Governors of the Federal Reserve
System

(1) In general
The Board of Governors of the Federal Re-

serve System may, by regulation or order, im-
pose restrictions or requirements on relation-
ships or transactions—

(A) between a depository institution sub-
sidiary of a bank holding company and any
affiliate of such depository institution
(other than a subsidiary of such institution);
or

(B) between a State member bank and a
subsidiary of such bank;

if the Board makes a finding described in para-
graph (2) with respect to such restriction or
requirement.
(2) Finding

The Board of Governors of the Federal Re-
serve System may exercise authority under
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paragraph (1) if the Board finds that the exer-
cise of such authority is—

(A) consistent with the purposes of this
Act, the Bank Holding Company Act of 1956
[12 U.S.C. 1841 et seq.], the Federal Reserve
Act [12 U.S.C. 221 et seq.], and other Federal
law applicable to depository institution sub-
sidiaries of bank holding companies or State
member banks, as the case may be; and

(B) appropriate to prevent an evasion of
any provision of law referred to in subpara-
graph (A) or to avoid any significant risk to
the safety and soundness of depository insti-
tutions or any Federal deposit insurance
fund or other adverse effects, such as undue
concentration of resources, decreased or un-
fair competition, conflicts of interests, or
unsound banking practices.

(3) Review
The Board of Governors of the Federal Re-

serve System shall regularly—
(A) review all restrictions or requirements

established pursuant to paragraph (1) or (4)
to determine whether there is a continuing
need for any such restriction or requirement
to carry out the purposes of the Act, includ-
ing the avoidance of any adverse effect re-
ferred to in paragraph (2)(B) or (4)(B); and

(B) modify or eliminate any such restric-
tion or requirement the Board finds is no
longer required for such purposes.

(4) Foreign banks
The Board may, by regulation or order, im-

pose restrictions or requirements on relation-
ships or transactions between a branch, agen-
cy, or commercial lending company of a for-
eign bank in the United States and any affili-
ate in the United States of such foreign bank
that the Board finds are—

(A) consistent with the purposes of this
Act, the Bank Holding Company Act of 1956,
the Federal Reserve Act, and other Federal
law applicable to foreign banks and their af-
filiates in the United States; and

(B) appropriate to prevent an evasion of
any provision of law referred to in subpara-
graph (A) or to avoid any significant risk to
the safety and soundness of depository insti-
tutions or any Federal deposit insurance
fund or other adverse effects, such as undue
concentration of resources, decreased or un-
fair competition, conflicts of interests, or
unsound banking practices.

(c) Federal Deposit Insurance Corporation
(1) In general

The Federal Deposit Insurance Corporation
may, by regulation or order, impose restric-
tions or requirements on relationships or
transactions between a State nonmember
bank (as defined in section 3 of the Federal De-
posit Insurance Act [12 U.S.C. 1813]) and a sub-
sidiary of the State nonmember bank that the
Corporation finds are—

(A) consistent with the purposes of this
Act, the Federal Deposit Insurance Act [12
U.S.C. 1811 et seq.], or other Federal law ap-
plicable to State nonmember banks; and

(B) appropriate to avoid any significant
risk to the safety and soundness of deposi-

tory institutions or any Federal deposit in-
surance fund or other adverse effects, such
as undue concentration of resources, de-
creased or unfair competition, conflicts of
interests, or unsound banking practices.

(2) Review
The Federal Deposit Insurance Corporation

shall regularly—
(A) review all restrictions or requirements

established pursuant to paragraph (1) to de-
termine whether there is a continuing need
for any such restriction or requirement to
carry out the purposes of the Act, including
the avoidance of any adverse effect referred
to in paragraph (1)(B); and

(B) modify or eliminate any such restric-
tion or requirement the Corporation finds is
no longer required for such purposes.

(Pub. L. 106–102, title I, § 114, Nov. 12, 1999, 113
Stat. 1369.)

REFERENCES IN TEXT

This Act and the Act, referred to in text, probably
are references to Pub. L. 106–102, Nov. 12, 1999, 113 Stat.
1338, known as the Gramm-Leach-Bliley Act. For com-
plete classification of this Act to the Code, see Short
Title of 1999 Amendment note set out under section 1811
of this title and Tables.

Title LXII of the Revised Statutes, referred to in sub-
sec. (a)(1)(A), consists of R.S. §§ 5133 to 5244, which are
classified to sections 21, 22 to 24a, 25a, 26, 27, 29, 35 to
37, 39, 43, 52, 53, 55 to 57, 59 to 62, 66, 71, 72 to 76, 81, 83
to 86, 90, 91, 93, 93a, 94, 141 to 144, 161, 164, 181, 182, 192
to 194, 196, 215c, 481 to 485, 501, 541, 548, and 582 of this
title. See, also, sections 8, 333, 334, 475, 656, 709, 1004, and
1005 of Title 18, Crimes and Criminal Procedure. For
complete classification of R.S. §§ 5133 to 5244 to the
Code, see Tables.

The Bank Holding Company Act of 1956, referred to in
subsec. (b)(2)(A), (4)(A), is act May 9, 1956, ch. 240, 70
Stat. 133, as amended, which is classified principally to
chapter 17 (§ 1841 et seq.) of this title. For complete
classification of this Act to the Code, see Short Title
note set out under section 1841 of this title and Tables.

The Federal Reserve Act, referred to in subsec.
(b)(2)(A), (4)(A), is act Dec. 23, 1913, ch. 6, 38 Stat. 251,
as amended, which is classified principally to chapter 3
(§ 221 et seq.) of this title. For complete classification of
this Act to the Code, see References in Text note set
out under section 226 of this title and Tables.

The Federal Deposit Insurance Act, referred to in
subsec. (c)(1)(A), is act Sept. 21, 1950, ch. 967, § 2, 64 Stat.
873, as amended, which is classified generally to this
chapter. For complete classification of this Act to the
Code, see Short Title note set out under section 1811 of
this title and Tables.

CODIFICATION

Section was enacted as part of the Gramm-Leach-Bli-
ley Act, and not as part of the Federal Deposit Insur-
ance Act which comprises this chapter.

EFFECTIVE DATE

Section effective 120 days after Nov. 12, 1999, see sec-
tion 161 of Pub. L. 106–102, set out as an Effective Date
of 1999 Amendment note under section 24 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3106 of this title.

§ 1828b. Interagency data sharing

(a) In general
To the extent not prohibited by other law, the

Comptroller of the Currency, the Director of the
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1 See References in Text note below.

Office of Thrift Supervision, the Federal Deposit
Insurance Corporation, and the Board of Gov-
ernors of the Federal Reserve System shall
make available to the Attorney General and the
Federal Trade Commission any data in the pos-
session of any such banking agency that the
antitrust agency deems necessary for antitrust
review of any transaction requiring notice to
any such antitrust agency or the approval of
such agency under section 1842 or 1843 of this
title, section 1828(c) of this title, the National
Bank Consolidation and Merger Act [12 U.S.C.
215 et seq.], section 1467a of this title, or the
antitrust laws.
(b) Confidentiality requirements

(1) In general
Any information or material obtained by

any agency pursuant to subsection (a) of this
section shall be treated as confidential.
(2) Procedures for disclosure

If any information or material obtained by
any agency pursuant to subsection (a) of this
section is proposed to be disclosed to a third
party, written notice of such disclosure shall
first be provided to the agency from which
such information or material was obtained
and an opportunity shall be given to such
agency to oppose or limit the proposed disclo-
sure.
(3) Other privileges not waived by disclosure

under this section
The provision by any Federal agency of any

information or material pursuant to sub-
section (a) of this section to another agency
shall not constitute a waiver, or otherwise af-
fect, any privilege any agency or person may
claim with respect to such information under
Federal or State law.
(4) Exception

No provision of this section shall be con-
strued as preventing or limiting access to any
information by any duly authorized commit-
tee of the Congress or the Comptroller General
of the United States.

(c) Banking agency information sharing
The provisions of subsection (b) of this section

shall apply to—
(1) any information or material obtained by

any Federal banking agency (as defined in sec-
tion 1813(z) of this title) from any other Fed-
eral banking agency; and

(2) any report of examination or other con-
fidential supervisory information obtained by
any State agency or authority, or any other
person, from a Federal banking agency.

(Pub. L. 106–102, title I, § 132, Nov. 12, 1999, 113
Stat. 1382.)

REFERENCES IN TEXT

The National Bank Consolidation and Merger Act, re-
ferred to in subsec. (a), is act Nov. 7, 1918, ch. 209, as
added by Pub. L. 86–230, § 20, Sept. 8, 1959, 73 Stat. 460,
and amended, which is classified generally to sub-
chapter XVI (§ 215 et seq.) of chapter 2 of this title. For
complete classification of this Act to the Code, see
Short Title note set out under section 215 of this title
and Tables.

The antitrust laws, referred to in subsec. (a), are clas-
sified generally to chapter 1 (§ 1 et seq.) of Title 15,
Commerce and Trade.

CODIFICATION

Section was enacted as part of the Gramm-Leach-Bli-
ley Act, and not as part of the Federal Deposit Insur-
ance Act which comprises this chapter.

EFFECTIVE DATE

Section effective 120 days after Nov. 12, 1999, see sec-
tion 161 of Pub. L. 106–102, set out as an Effective Date
of 1999 Amendment note under section 24 of this title.

§ 1829. Penalty for unauthorized participation by
convicted individual

(a) Prohibition
(1) In general

Except with the prior written consent of the
Corporation—

(A) any person who has been convicted of
any criminal offense involving dishonesty or
a breach of trust or money laundering, or
has agreed to enter into a pretrial diversion
or similar program in connection with a
prosecution for such offense, may not—

(i) become, or continue as, an institu-
tion-affiliated party with respect to any
insured depository institution;

(ii) own or control, directly or indi-
rectly, any insured depository institution;
or

(iii) otherwise participate, directly or in-
directly, in the conduct of the affairs of
any insured depository institution; and

(B) any insured depository institution may
not permit any person referred to in sub-
paragraph (A) to engage in any conduct or
continue any relationship prohibited under
such subparagraph.

(2) Minimum 10-year prohibition period for
certain offenses

(A) In general
If the offense referred to in paragraph

(1)(A) in connection with any person referred
to in such paragraph is—

(i) an offense under—
(I) section 215, 656, 657, 1005, 1006, 1007,

1008,1 1014, 1032, 1344, 1517, 1956, or 1957 of
title 18; or

(II) section 1341 or 1343 of such title
which affects any financial institution
(as defined in section 20 of such title); or

(ii) the offense of conspiring to commit
any such offense,

the Corporation may not consent to any ex-
ception to the application of paragraph (1) to
such person during the 10-year period begin-
ning on the date the conviction or the agree-
ment of the person becomes final.
(B) Exception by order of sentencing court

(i) In general
On motion of the Corporation, the court

in which the conviction or the agreement
of a person referred to in subparagraph (A)
has been entered may grant an exception
to the application of paragraph (1) to such
person if granting the exception is in the
interest of justice.
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(ii) Period for filing
A motion may be filed under clause (i) at

any time during the 10-year period de-
scribed in subparagraph (A) with regard to
the person on whose behalf such motion is
made.

(b) Penalty
Whoever knowingly violates subsection (a) of

this section shall be fined not more than
$1,000,000 for each day such prohibition is vio-
lated or imprisoned for not more than 5 years, or
both.

(Sept. 21, 1950, ch. 967, § 2[19], 64 Stat. 893; Pub. L.
101–73, title IX, § 910(a), Aug. 9, 1989, 103 Stat. 477;
Pub. L. 101–647, title XXV, § 2502(a), Nov. 29, 1990,
104 Stat. 4860; Pub. L. 102–550, title XV, § 1505,
Oct. 28, 1992, 106 Stat. 4055; Pub. L. 103–322, title
XXXII, § 320605, Sept. 13, 1994, 108 Stat. 2119.)

REFERENCES IN TEXT

Section 1008 of title 18, referred to in subsec.
(a)(2)(A)(i)(I), was repealed by Pub. L. 101–73, title IX,
§ 961(g)(1), Aug. 9, 1989, 103 Stat. 500.

AMENDMENTS

1994—Subsec. (a)(2)(A)(i)(I). Pub. L. 103–322 sub-
stituted ‘‘1517, 1956, or 1957’’ for ‘‘or 1956’’.

1992—Subsec. (a)(1)(A). Pub. L. 102–550 inserted ‘‘or
money laundering’’ after ‘‘breach of trust’’.

1990—Subsec. (a). Pub. L. 101–647 amended subsec. (a)
generally. Prior to amendment, subsec. (a) read as fol-
lows: ‘‘Except with the prior written consent of the
Corporation—

‘‘(1) any person who has been convicted of any
criminal offense involving dishonesty or a breach of
trust may not participate, directly or indirectly, in
any manner in the conduct of the affairs of an in-
sured depository institution; and

‘‘(2) an insured depository institution may not per-
mit such participation.’’
1989—Pub. L. 101–73 amended section generally. Prior

to amendment, section read as follows: ‘‘Except with
the written consent of the Corporation, no person shall
serve as a director, officer, or employee of an insured
bank who has been convicted, or who is hereafter con-
victed, of any criminal offense involving dishonesty or
a breach of trust. For each willful violation of this pro-
hibition, the bank involved shall be subject to a pen-
alty of not more than $100 for each day this prohibition
is violated, which the Corporation may recover for its
use.’’

PROVISIONS NOT REPEALED, MODIFIED OR AFFECTED

Nothing contained in sections 201 to 205 and 207 of
Pub. L. 89–695 amending sections 1813 and 1817 to 1820
and repealing section 77 of this title to be construed as
repealing, modifying, or affecting this section, see sec-
tion 206 of Pub. L. 89–695, set out as a note under sec-
tion 1813 of this title.

§ 1829a. Participation by State nonmember in-
sured banks in lotteries and related activi-
ties

(a) Prohibited activities
A State nonmember insured bank may not—

(1) deal in lottery tickets;
(2) deal in bets used as a means or substitute

for participation in a lottery;
(3) announce, advertise, or publicize the ex-

istence of any lottery; or
(4) announce, advertise, or publicize the ex-

istence or identity of any participant or win-
ner, as such, in a lottery.

(b) Use of banking premises prohibited
A State nonmember insured bank may not

permit—
(1) the use of any part of any of its banking

offices by any person for any purpose forbid-
den to the bank under subsection (a) of this
section, or

(2) direct access by the public from any of its
banking offices to any premises used by any
person for any purpose forbidden to the bank
under subsection (a) of this section.

(c) Definitions
As used in this section—

(1) The term ‘‘deal in’’ includes making, tak-
ing, buying, selling, redeeming, or collecting.

(2) The term ‘‘lottery’’ includes any arrange-
ment whereby three or more persons (the
‘‘participants’’) advance money or credit to
another in exchange for the possibility or ex-
pectation that one or more but not all of the
participants (the ‘‘winners’’) will receive by
reason of their advances more than the
amounts they have advanced, the identity of
the winners being determined by any means
which includes—

(A) a random selection;
(B) a game, race, or contest; or
(C) any record or tabulation of the result

of one or more events in which any partici-
pant has no interest except for its bearing
upon the possibility that he may become a
winner.

(3) The term ‘‘lottery ticket’’ includes any
right, privilege, or possibility (and any ticket,
receipt, record, or other evidence of any such
right, privilege, or possibility), of becoming a
winner in a lottery.

(d) Lawful banking services connected with op-
eration of lottery

Nothing contained in this section prohibits a
State nonmember insured bank from accepting
deposits or cashing or otherwise handling
checks or other negotiable instruments, or per-
forming other lawful banking services for a
State operating a lottery, or for an officer or
employee of that State who is charged with the
administration of the lottery.

(e) Regulations; enforcement
The Board of Directors shall prescribe such

regulations as may be necessary to the strict en-
forcement of this section and the prevention of
evasions thereof.

(Sept. 21, 1950, ch. 967, § 2[20], as added Pub. L.
90–203, § 3, Dec. 15, 1967, 81 Stat. 610; amended
Pub. L. 103–325, title VI, § 602(a)(51), Sept. 23,
1994, 108 Stat. 2290.)

AMENDMENTS

1994—Subsec. (a)(3). Pub. L. 103–325 inserted ‘‘or’’ at
end.

EFFECTIVE DATE

Section effective Apr. 1, 1968, see section 6 of Pub. L.
90–203, set out as a note under section 25a of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 18 section 1306.
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§ 1829b. Retention of records by insured deposi-
tory institutions

(a) Congressional findings and declaration of
purpose

(1) Findings
Congress finds that—

(A) adequate records maintained by in-
sured depository institutions have a high de-
gree of usefulness in criminal, tax, and regu-
latory investigations or proceedings, and
that, given the threat posed to the security
of the Nation on and after the terrorist at-
tacks against the United States on Septem-
ber 11, 2001, such records may also have a
high degree of usefulness in the conduct of
intelligence or counterintelligence activi-
ties, including analysis, to protect against
domestic and international terrorism; and

(B) microfilm or other reproductions and
other records made by insured depository in-
stitutions of checks, as well as records kept
by such institutions, of the identity of per-
sons maintaining or authorized to act with
respect to accounts therein, have been of
particular value in proceedings described in
subparagraph (A).

(2) Purpose
It is the purpose of this section to require

the maintenance of appropriate types of
records by insured depository institutions in
the United States where such records have a
high degree of usefulness in criminal, tax, or
regulatory investigations or proceedings, rec-
ognizes that, given the threat posed to the se-
curity of the Nation on and after the terrorist
attacks against the United States on Septem-
ber 11, 2001, such records may also have a high
degree of usefulness in the conduct of intel-
ligence or counterintelligence activities, in-
cluding analysis, to protect against inter-
national terrorism.

(b) Recordkeeping regulations

(1) In general
Where the Secretary of the Treasury (re-

ferred to in this section as the ‘‘Secretary’’)
determines that the maintenance of appro-
priate types of records and other evidence by
insured depository institutions has a high de-
gree of usefulness in criminal, tax, or regu-
latory investigations or proceedings, he shall
prescribe regulations to carry out the purposes
of this section.

(2) Domestic funds transfers
Whenever the Secretary and the Board of

Governors of the Federal Reserve System
(hereafter in this section referred to as the
‘‘Board’’) determine that the maintenance of
records, by insured depository institutions, of
payment orders which direct transfers of funds
over wholesale funds transfer systems has a
high degree of usefulness in criminal, tax, or
regulatory investigations or proceedings, the
Secretary and the Board shall jointly pre-
scribe regulations to carry out the purposes of
this section with respect to the maintenance
of such records.

(3) International funds transfers
(A) In general

The Secretary and the Board shall jointly
prescribe, after consultation with State
banking supervisors, final regulations re-
quiring that insured depository institutions,
businesses that provide check cashing serv-
ices, money transmitting businesses, and
businesses that issue or redeem money or-
ders, travelers’ checks or other similar in-
struments maintain such records of payment
orders which—

(i) involve international transactions;
and

(ii) direct transfers of funds over whole-
sale funds transfer systems or on the
books of any insured depository institu-
tion, or on the books of any business that
provides check cashing services, any
money transmitting business, and any
business that issues or redeems money or-
ders, travelers’ checks or similar instru-
ments,

that will have a high degree of usefulness in
criminal, tax, or regulatory investigations
or proceedings.
(B) Factors for consideration

In prescribing the regulations required
under subparagraph (A), the Secretary and
the Board shall consider—

(i) the usefulness in criminal, tax, or reg-
ulatory investigations or proceedings of
any record required to be maintained pur-
suant to the proposed regulations; and

(ii) the effect the recordkeeping required
pursuant to such proposed regulations will
have on the cost and efficiency of the pay-
ment system.

(C) Availability of records
Any records required to be maintained

pursuant to the regulations prescribed under
subparagraph (A) shall be submitted or made
available to the Secretary or the Board upon
request.

(c) Identity of persons having accounts and per-
sons authorized to act with respect to such
accounts; exemptions

Subject to the requirements of any regula-
tions prescribed jointly by the Secretary and
the Board under paragraph (2) or (3) of sub-
section (b) of this section, each insured deposi-
tory institution shall maintain such records and
other evidence, in such form as the Secretary
shall require, of the identity of each person hav-
ing an account in the United States with the in-
sured depository institution and of each individ-
ual authorized to sign checks, make withdraw-
als, or otherwise act with respect to any such
account. The Secretary may make such exemp-
tions from any requirement otherwise imposed
under this subsection as are consistent with the
purposes of this section.
(d) Reproduction of checks, drafts, and other in-

struments; record of transactions; identity of
party

Each insured depository institution shall
make, to the extent that the regulations of the
Secretary so require—
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(1) a microfilm or other reproduction of each
check, draft, or similar instrument drawn on
it and presented to it for payment; and

(2) a record of each check, draft, or similar
instrument received by it for deposit or collec-
tion, together with an identification of the
party for whose account it is to be deposited
or collected, unless the insured depository in-
stitution has already made a record of the par-
ty’s identity pursuant to subsection (c) of this
section.

(e) Identity of persons making reportable cur-
rency and foreign transactions

Subject to the requirements of any regula-
tions prescribed jointly by the Secretary and
the Board under paragraph (2) or (3) of sub-
section (b) of this section, whenever any individ-
ual engages (whether as principal, agent, or bail-
ee) in any transaction with an insured deposi-
tory institution which is required to be reported
or recorded under subchapter II of chapter 53 of
title 31, the insured depository institution shall
require and retain such evidence of the identity
of that individual as the Secretary may pre-
scribe as appropriate under the circumstances.
(f) Additions to or substitutes for required

records
Subject to the requirements of any regula-

tions prescribed jointly by the Secretary and
the Board under paragraph (2) or (3) of sub-
section (b) of this section and in addition to or
in lieu of the records and evidence otherwise re-
ferred to in this section, each insured depository
institution shall maintain such records and evi-
dence as the Secretary may prescribe to carry
out the purposes of this section.
(g) Retention period

Any type of record or evidence required under
this section shall be retained for such period as
the Secretary may prescribe for the type in
question. Any period so prescribed shall not ex-
ceed six years unless the Secretary determines,
having regard for the purposes of this section,
that a longer period is necessary in the case of
a particular type of record or evidence.
(h) Report to Congress by Secretary of the Treas-

ury
The Secretary shall include in his annual re-

port to the Congress information on his imple-
mentation of the authority conferred by this
section and any similar authority with respect
to recordkeeping or reporting requirements con-
ferred by other provisions of law.
(i) Application of provisions to foreign banks

The provisions of this section shall not apply
to any foreign bank except with respect to the
transactions and records of any insured branch
of such a bank.
(j) Civil penalties

(1) Penalty imposed
Any insured depository institution and any

director, officer, or employee of an insured de-
pository institution who willfully or through
gross negligence violates, or any person who
willfully causes such a violation, any regula-
tion prescribed under subsection (b) of this
section shall be liable to the United States for
a civil penalty of not more than $10,000.

(2) Treatment of continuing violation
A separate violation of any regulation pre-

scribed under subsection (b) of this section oc-
curs for each day the violation continues and
at each office, branch, or place of business at
which such violation occurs.
(3) Assessment

Any penalty imposed under paragraph (1)
shall be assessed, mitigated, and collected in
the manner provided in subsections (b) and (c)
of section 5321 of title 31.

(Sept. 21, 1950, ch. 967, § 2[21], as added Pub. L.
91–508, title I, § 101, Oct. 26, 1970, 84 Stat. 1114;
amended Pub. L. 95–369, § 6(c)(29), Sept. 17, 1978,
92 Stat. 620; Pub. L. 100–690, title VI, § 6185(d)(1),
Nov. 18, 1988, 102 Stat. 4356; Pub. L. 101–73, title
II, § 201(a), Aug. 9, 1989, 103 Stat. 187; Pub. L.
102–550, title XV, §§ 1515(a), (b), 1535(b), Oct. 28,
1992, 106 Stat. 4058, 4059, 4066; Pub. L. 103–325,
title VI, § 602(a)(52)–(54), Sept. 23, 1994, 108 Stat.
2290; Pub. L. 107–56, title III, § 358(d), Oct. 26, 2001,
115 Stat. 326.)

CODIFICATION

In subsec. (e), ‘‘subchapter II of chapter 53 of title 31’’
was substituted for ‘‘the Currency and Foreign Trans-
actions Reporting Act [31 U.S.C. 1051 et seq.]’’ on au-
thority of Pub. L. 97–258, § 4(b), Sept. 13, 1982, 96 Stat.
1067, the first section of which enacted Title 31, Money
and Finance.

AMENDMENTS

2001—Subsec. (a). Pub. L. 107–56 reenacted heading
without change and amended text generally. Prior to
amendment, text read as follows:

‘‘(1) The Congress finds that adequate records main-
tained by insured depository institutions have a high
degree of usefulness in criminal, tax, and regulatory in-
vestigations and proceedings. The Congress further
finds that microfilm or other reproductions and other
records made by banks of checks, as well as records
kept by banks of the identity of persons maintaining or
authorized to act with respect to accounts therein,
have been of particular value in this respect.

‘‘(2) It is the purpose of this section to require the
maintenance of appropriate types of records by insured
depository institutions in the United States where such
records have a high degree of usefulness in criminal,
tax, or regulatory investigations or proceedings.’’

1994—Subsecs. (c), (d)(2), (e). Pub. L. 103–325 sub-
stituted ‘‘the insured depository institution’’ for ‘‘the
bank’’.

1992—Subsec. (b). Pub. L. 102–550, § 1515(a), inserted
heading, designated existing provisions as par. (1) and
inserted heading, and added pars. (2) and (3).

Subsec. (c). Pub. L. 102–550, § 1515(b)(1), substituted
‘‘Subject to the requirements of any regulations pre-
scribed jointly by the Secretary and the Board under
paragraph (2) or (3) of subsection (b) of this section,
each insured’’ for ‘‘Each insured’’.

Subsec. (e). Pub. L. 102–550, § 1515(b)(2), substituted
‘‘Subject to the requirements of any regulations pre-
scribed jointly by the Secretary and the Board under
paragraph (2) or (3) of subsection (b) of this section,
whenever any’’ for ‘‘Whenever any’’.

Subsec. (f). Pub. L. 102–550, § 1515(b)(3), substituted
‘‘Subject to the requirements of any regulations pre-
scribed jointly by the Secretary and the Board under
paragraph (2) or (3) of subsection (b) of this section and
in addition to’’ for ‘‘In addition to’’.

Subsec. (j)(1). Pub. L. 102–550, § 1535(b), inserted ‘‘, or
any person who willfully causes such a violation,’’ after
‘‘gross negligence violates’’.

1989—Pub. L. 101–73 substituted references to insured
depository institutions for references to insured banks
wherever appearing in this section.
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1988—Subsec. (j). Pub. L. 100–690 added subsec. (j).
1978—Subsec. (i). Pub. L. 95–369 added subsec. (i).

EFFECTIVE AND TERMINATION DATES OF 2001
AMENDMENT

Amendments by title III of Pub. L. 107–56 to termi-
nate effective on and after the first day of fiscal year
2005 if Congress enacts a joint resolution that such
amendments no longer have the force of law, see sec-
tion 303 of Pub. L. 107–56, set out as a Four-Year Con-
gressional Review; Expedited Consideration note under
section 5311 of Title 31, Money and Finance.

Pub. L. 107–56, title III, § 358(h), Oct. 26, 2001, 115 Stat.
328, provided that: ‘‘The amendments made by this sec-
tion [enacting section 1681v of Title 15, Commerce and
Trade, amending this section and sections 1953, 3412,
3414, and 3420 of this title, section 1681u of Title 15, and
sections 5311, 5318, and 5319 of Title 31, Money and Fi-
nance] shall apply with respect to reports filed or
records maintained on, before, or after the date of en-
actment of this Act [Oct. 26, 2001].’’

EFFECTIVE DATE

Section effective on first day of seventh calendar
month which begins after Oct. 26, 1970, except that the
Secretary of the Treasury may, by regulation, provide
that this section be effective on any date not earlier
than the publication of such regulations in the Federal
Register and not later than first day of thirteenth cal-
endar month which begins after Oct. 26, 1970, see sec-
tion 401(a), (b) of Pub. L. 91–508, set out as a note under
section 1951 of this title.

REGULATIONS

Section 1515(c) of Pub. L. 102–550 provided that: ‘‘The
initial final regulations prescribed pursuant to section
21(b)(3) of the Federal Deposit Insurance Act [12 U.S.C.
1829b(b)(3)] (as added by subsection (a)(2) of this sec-
tion) shall take effect before January 1, 1994.’’

ADDITIONAL CRIMINAL PENALTIES

Willful violation of regulations under this section
punishable by fine of not more than $10,000 or imprison-
ment of not more than five years, or both, when such
willful violation is committed in furtherance of the
commission of any violation of federal law punishable
by imprisonment of more than one year, see section
1957 of this title.

ADMINISTRATIVE PROCEDURE

Administrative procedure and judicial review provi-
sions of subchapter II (§ 551 et seq.) of chapter 5 and
chapter 7 (§ 701 et seq.) of Title 5, Government Organiza-
tion and Employees, applicable to all proceedings under
this section, see section 1959 of this title.

RESPONSIBILITY FOR COMPLIANCE

Responsibility for the Secretary of the Treasury to
assure compliance with requirements of this section,
and Secretary’s authority to delegate such responsibil-
ity to the appropriate bank supervisory agency, or
other supervisory agency, see section 1958 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1957, 1958, 1959
of this title; title 31 sections 310, 5313, 5318, 5321, 5322,
5324.

§ 1830. Nondiscrimination

It is not the purpose of this chapter to dis-
criminate in any manner against State non-
member banks or State savings associations and
in favor of national or member banks or Federal
savings associations, respectively. It is the pur-
pose of this chapter to provide all banks and
savings associations with the same opportunity
to obtain and enjoy the benefits of this chapter.

(Sept. 21, 1950, ch. 967, § 2[22], formerly § 2[20], 64
Stat. 893; renumbered § 2[21], Pub. L. 90–203, § 3,
Dec. 15, 1967, 81 Stat. 610; renumbered § 2[22],
Pub. L. 91–508, title I, § 101, Oct. 26, 1970, 84 Stat.
1114; amended Pub. L. 101–73, title II, § 223, Aug.
9, 1989, 103 Stat. 273.)

PRIOR PROVISIONS

Section is derived from subsec. (y) of former section
264 of this title. See Codification note set out under
section 1811 of this title.

AMENDMENTS

1989—Pub. L. 101–73 amended section generally. Prior
to amendment, section read as follows: ‘‘It is not the
purpose of this chapter to discriminate in any manner
against State nonmember banks and in favor of na-
tional or member banks; but the purpose is to provide
all banks with the same opportunity to obtain and
enjoy the benefits of this chapter. No bank shall be dis-
criminated against because its capital stock is less
than the amount required for eligibility for admission
into the Federal Reserve System.’’

§ 1831. Separability of certain provisions of this
chapter

The provisions of this chapter limiting the in-
surance of the deposits of any depositor to a
maximum less than the full amount shall be
independent and separable from each and all of
the provisions of this chapter.

(Sept. 21, 1950, ch. 967, § 2[23], formerly § 2[21], 64
Stat. 894; renumbered § 2[22], Pub. L. 90–203, § 3,
Dec. 15, 1967, 81 Stat. 610; renumbered § 2[23],
Pub. L. 91–508, title I, § 101, Oct. 26, 1970, 84 Stat.
1114.)

PRIOR PROVISIONS

Section is derived from subsec. (z) of former section
264 of this title. See Codification note set out under
section 1811 of this title.

§ 1831a. Activities of insured State banks

(a) Permissible activities
(1) In general

After the end of the 1-year period beginning
on December 19, 1991, an insured State bank
may not engage as principal in any type of ac-
tivity that is not permissible for a national
bank unless—

(A) the Corporation has determined that
the activity would pose no significant risk
to the appropriate deposit insurance fund;
and

(B) the State bank is, and continues to be,
in compliance with applicable capital stand-
ards prescribed by the appropriate Federal
banking agency.

(2) Processing period
(A) In general

The Corporation shall make a determina-
tion under paragraph (1)(A) not later than 60
days after receipt of a completed application
that may be required under this subsection.

(B) Extension of time period
The Corporation may extend the 60-day pe-

riod referred to in subparagraph (A) for not
more than 30 additional days, and shall no-
tify the applicant of any such extension.
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(b) Insurance underwriting
(1) In general

Notwithstanding subsection (a) of this sec-
tion, an insured State bank may not engage in
insurance underwriting except to the extent
that activity is permissible for national
banks.

(2) Exception for certain federally reinsured
crop insurance

Notwithstanding any other provision of law,
an insured State bank or any of its subsidi-
aries that provided insurance on or before Sep-
tember 30, 1991, which was reinsured in whole
or in part by the Federal Crop Insurance Cor-
poration may continue to provide such insur-
ance.

(c) Equity investments by insured State banks
(1) In general

An insured State bank may not, directly or
indirectly, acquire or retain any equity invest-
ment of a type that is not permissible for a na-
tional bank.

(2) Exception for certain subsidiaries
Paragraph (1) shall not prohibit an insured

State bank from acquiring or retaining an eq-
uity investment in a subsidiary of which the
insured State bank is a majority owner.

(3) Exception for qualified housing projects
(A) Exception

Notwithstanding any other provision of
this subsection, an insured State bank may
invest as a limited partner in a partnership,
the sole purpose of which is direct or indi-
rect investment in the acquisition, rehabili-
tation, or new construction of a qualified
housing project.

(B) Limitation
The aggregate of the investments of any

insured State bank pursuant to this para-
graph shall not exceed 2 percent of the total
assets of the bank.

(C) Qualified housing project defined
As used in this paragraph—

(i) Qualified housing project
The term ‘‘qualified housing project’’

means residential real estate that is in-
tended to primarily benefit lower income
people throughout the period of the invest-
ment.

(ii) Lower income
The term ‘‘lower income’’ means income

that is less than or equal to the median in-
come based on statistics from State or
Federal sources.

(4) Transition rule
(A) In general

The Corporation shall require any insured
State bank to divest any equity investment
the retention of which is not permissible
under this subsection as quickly as can be
prudently done, and in any event before the
end of the 5-year period beginning on Decem-
ber 19, 1991.

(B) Treatment of noncompliance during di-
vestment

With respect to any equity investment
held by any insured State bank on December
19, 1991, which was lawfully acquired before
December 19, 1991, the bank shall be deemed
not to be in violation of the prohibition in
this subsection on retaining such investment
so long as the bank complies with the appli-
cable requirements established by the Cor-
poration for divesting such investments.

(d) Subsidiaries of insured State banks
(1) In general

After the end of the 1-year period beginning
on December 19, 1991, a subsidiary of an in-
sured State bank may not engage as principal
in any type of activity that is not permissible
for a subsidiary of a national bank unless—

(A) the Corporation has determined that
the activity poses no significant risk to the
appropriate deposit insurance fund; and

(B) the bank is, and continues to be, in
compliance with applicable capital stand-
ards prescribed by the appropriate Federal
banking agency.

(2) Insurance underwriting prohibited
(A) Prohibition

Notwithstanding paragraph (1), no subsidi-
ary of an insured State bank may engage in
insurance underwriting except to the extent
such activities are permissible for national
banks.
(B) Continuation of existing activities

Notwithstanding subparagraph (A), a well-
capitalized insured State bank or any of its
subsidiaries that was lawfully providing in-
surance as principal in a State on November
21, 1991, may continue to provide, as prin-
cipal, insurance of the same type to resi-
dents of the State (including companies or
partnerships incorporated in, organized
under the laws of, licensed to do business in,
or having an office in the State, but only on
behalf of their employees resident in or
property located in the State), individuals
employed in the State, and any other person
to whom the bank or subsidiary has provided
insurance as principal, without interruption,
since such person resided in or was employed
in such State.
(C) Exception

Subparagraph (A) does not apply to a sub-
sidiary of an insured State bank if—

(i) the insured State bank was required,
before June 1, 1991, to provide title insur-
ance as a condition of the bank’s initial
chartering under State law; and

(ii) control of the insured State bank has
not changed since that date.

(3) Processing period
(A) In general

The Corporation shall make a determina-
tion under paragraph (1)(A) not later than 60
days after receipt of a completed application
that may be required under this subsection.
(B) Extension of time period

The Corporation may extend the 60-day pe-
riod referred to in subparagraph (A) for not
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more than 30 additional days, and shall no-
tify the applicant of any such extension.

(e) Savings bank life insurance
(1) In general

No provision of this chapter shall be con-
strued as prohibiting or impairing the sale or
underwriting of savings bank life insurance, or
the ownership of stock in a savings bank life
insurance company, by any insured bank
which—

(A) is located in the Commonwealth of
Massachusetts or the State of New York or
Connecticut; and

(B) meets applicable consumer disclosure
requirements with respect to such insurance.

(2) FDIC finding and action regarding risk
(A) Finding

Before the end of the 1-year period begin-
ning on December 19, 1991, the Corporation
shall make a finding whether savings bank
life insurance activities of insured banks
pose or may pose any significant risk to the
insurance fund of which such banks are
members.
(B) Actions

(i) In general
The Corporation shall, pursuant to any

finding made under subparagraph (A), take
appropriate actions to address any risk
that exists or may subsequently develop
with respect to insured banks described in
paragraph (1)(A).
(ii) Authorized actions

Actions the Corporation may take under
this subparagraph include requiring the
modification, suspension, or termination
of insurance activities conducted by any
insured bank if the Corporation finds that
the activities pose a significant risk to
any insured bank described in paragraph
(1)(A) or to the insurance fund of which
such bank is a member.

(f) Common and preferred stock investment
(1) In general

An insured State bank shall not acquire or
retain, directly or indirectly, any equity in-
vestment of a type or in an amount that is not
permissible for a national bank or is not
otherwise permitted under this section.
(2) Exception for banks in certain States

Notwithstanding paragraph (1), an insured
State bank may, to the extent permitted by
the Corporation, acquire and retain ownership
of securities described in paragraph (1) to the
extent the aggregate amount of such invest-
ment does not exceed an amount equal to 100
percent of the bank’s capital if such bank—

(A) is located in a State that permitted, as
of September 30, 1991, investment in common
or preferred stock listed on a national secu-
rities exchange or shares of an investment
company registered under the Investment
Company Act of 1940 [15 U.S.C. 80a–1 et seq.];
and

(B) made or maintained an investment in
such securities during the period beginning

on September 30, 1990, and ending on Novem-
ber 26, 1991.

(3) Exception for certain types of institutions
Notwithstanding paragraph (1), an insured

State bank may—
(A) acquire not more than 10 percent of a

corporation that only—
(i) provides directors’, trustees’, and offi-

cers’ liability insurance coverage or bank-
ers’ blanket bond group insurance cov-
erage for insured depository institutions;
or

(ii) reinsures such policies; and

(B) acquire or retain shares of a depository
institution if—

(i) the institution engages only in activi-
ties permissible for national banks;

(ii) the institution is subject to examina-
tion and regulation by a State bank super-
visor;

(iii) 20 or more depository institutions
own shares of the institution and none of
those institutions owns more than 15 per-
cent of the institution’s shares; and

(iv) the institution’s shares (other than
directors’ qualifying shares or shares held
under or initially acquired through a plan
established for the benefit of the institu-
tion’s officers and employees) are owned
only by the institution.

(4) Transition period for common and pre-
ferred stock investments

(A) In general
During each year in the 3-year period be-

ginning on December 19, 1991, each insured
State bank shall reduce by not less than 1/3
of its shares (as of December 19, 1991) the
bank’s ownership of securities in excess of
the amount equal to 100 percent of the cap-
ital of such bank.
(B) Compliance at end of period

By the end of the 3-year period referred to
in subparagraph (A), each insured State
bank and each subsidiary of a State bank
shall be in compliance with the maximum
amount limitations on investments referred
to in paragraph (1).

(5) Loss of exception upon acquisition
Any exception applicable under paragraph

(2) with respect to any insured State bank
shall cease to apply with respect to such bank
upon any change in control of such bank or
any conversion of the charter of such bank.
(6) Notice and approval

An insured State bank may only engage in
any investment pursuant to paragraph (2) if—

(A) the bank has filed a 1-time notice of
the bank’s intention to acquire and retain
investments described in paragraph (1); and

(B) the Corporation has determined, with-
in 60 days of receiving such notice, that ac-
quiring or retaining such investments does
not pose a significant risk to the insurance
fund of which such bank is a member.

(7) Divestiture
(A) In general

The Corporation may require divestiture
by an insured State bank of any investment
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1 See References in Text note below.

permitted under this subsection if the Cor-
poration determines that such investment
will have an adverse effect on the safety and
soundness of the bank.
(B) Reasonable standard

The Corporation shall not require divesti-
ture by any bank pursuant to subparagraph
(A) without reason to believe that such in-
vestment will have an adverse effect on the
safety and soundness of the bank.

(g) Determinations
The Corporation shall make determinations

under this section by regulation or order.
(h) ��Activity�� defined

For purposes of this section, the term ‘‘activ-
ity’’ includes acquiring or retaining any invest-
ment.
(i) Other authority not affected

This section shall not be construed as limiting
the authority of any appropriate Federal bank-
ing agency or any State supervisory authority
to impose more stringent restrictions.
(j) Activities of branches of out-of-State banks

(1) Application of host State law
The laws of a host State, including laws re-

garding community reinvestment, consumer
protection, fair lending, and establishment of
intrastate branches, shall apply to any branch
in the host State of an out-of-State State
bank to the same extent as such State laws
apply to a branch in the host State of an out-
of-State national bank. To the extent host
State law is inapplicable to a branch of an
out-of-State State bank in such host State
pursuant to the preceding sentence, home
State law shall apply to such branch.
(2) Activities of branches

An insured State bank that establishes a
branch in a host State may conduct any activ-
ity at such branch that is permissible under
the laws of the home State of such bank, to
the extent such activity is permissible either
for a bank chartered by the host State (subject
to the restrictions in this section) or for a
branch in the host State of an out-of-State na-
tional bank.
(3) Savings provision

No provision of this subsection shall be con-
strued as affecting the applicability of—

(A) any State law of any home State under
subsection (b), (c), or (d) of section 1831u of
this title; or

(B) Federal law to State banks and State
bank branches in the home State or the host
State.

(4) Definitions
The terms ‘‘host State’’, ‘‘home State’’, and

‘‘out-of-State bank’’ have the same meanings
as in section 1831u(f) 1 of this title.

(Sept. 21, 1950, ch. 967, § 2[24], as added Pub. L.
102–242, title III, § 303(a), Dec. 19, 1991, 105 Stat.
2349; amended Pub. L. 102–550, title XVI,
§ 1605(a)(8), Oct. 28, 1992, 106 Stat. 4086; Pub. L.

103–328, title I, § 102(b)(3)(B), Sept. 29, 1994, 108
Stat. 2351; Pub. L. 104–208, div. A, title II, §§ 2217,
2704(d)(14)(W), Sept. 30, 1996, 110 Stat. 3009–414,
3009–494; Pub. L. 105–24, § 2(a), July 3, 1997, 111
Stat. 238.)

REFERENCES IN TEXT

The Investment Company Act of 1940, referred to in
subsec. (f)(2)(A), is title I of act Aug. 22, 1940, ch. 686, 54
Stat. 789, as amended, which is classified generally to
subchapter I (§ 80a–1 et seq.) of chapter 2D of Title 15,
Commerce and Trade. For complete classification of
this Act to the Code, see section 80a–51 of Title 15 and
Tables.

Section 1831u of this title, referred to in subsec. (j)(4),
was subsequently amended, and subsec. (f) of section
1831u no longer defines the terms ‘‘host State’’, ‘‘home
State’’, and ‘‘out-of-State bank’’. However, such terms
are defined elsewhere in that section.

PRIOR PROVISIONS

A prior section 1831a, act Sept. 21, 1950, ch. 967, § 2[24],
as added Dec. 28, 1979, Pub. L. 96–161, title II, § 202, 93
Stat. 1235, provided that if the applicable rate pre-
scribed in subsec. (a) exceeded the rate a State bank
would be permitted to charge in absence of that sub-
section, that State bank could for a business or agricul-
tural loan of $25,000 or more, notwithstanding State
law, take or charge on any evidence of debt, interest of
not more than 5 per centum in excess of the discount
rate in effect at the Federal Reserve Bank in the dis-
trict where the bank was located, that the taking or
charging of interest at a greater rate than that pre-
scribed by subsec. (a), if knowingly done, would be
deemed a forfeit of the entire interest on that particu-
lar evidence of debt, and that if such greater rate of in-
terest had already been paid, the payor could recover
twice the amount of such payment in a civil action
commenced within two years of such payment, prior to
repeal by Pub. L. 96–221, title V, § 529, Mar. 31, 1980, 94
Stat. 168, effective at close of Mar. 31, 1980.

Another prior section 1831a, act Sept. 21, 1950, ch. 967,
§ 2[24], as added Nov. 5, 1979, Pub. L. 96–104, title I, § 102,
93 Stat. 789, identical to this section as added by Pub.
L. 96–161, was repealed by section 212 of Pub. L. 96–161,
effective at the close of Dec. 27, 1979, except that its
provisions would continue to apply to any loan made in
any State on or after Nov. 5, 1979, but prior to such re-
peal.

Another prior section 1831a, act Sept. 21, 1950, ch. 967,
§ 2[24], as added Oct. 29, 1974, Pub. L. 93–501, title II,
§ 202, 88 Stat. 1558, identical to this section as added by
Pub. L. 96–104, was repealed by section 1 of Pub. L.
96–104 except that its provisions shall continue to apply
to any loan made in any State during the period speci-
fied in section 206 of Pub. L. 93–501.

AMENDMENTS

1997—Subsec. (j). Pub. L. 105–24 amended subsec. (j)
generally, substituting pars. (1) to (4) for former pars.
(1) to (3) relating to general provisions, activities of
branches, and definitions, respectively.

1996—Subsec. (a). Pub. L. 104–208, § 2217(1), substituted
‘‘Permissible activities’’ for ‘‘In general’’ in heading,
designated existing provisions as par. (1) and inserted
heading, redesignated former pars. (1) and (2) as sub-
pars. (A) and (B) of par. (1), respectively, and realigned
margins, and added par. (2).

Subsec. (a)(1)(A). Pub. L. 104–208, § 2704(d)(14)(W),
which directed substitution of ‘‘Deposit Insurance
Fund’’ for ‘‘appropriate deposit insurance fund’’, was
not executed. See Effective Date of 1996 Amendment
note below.

Subsec. (d)(1)(A). Pub. L. 104–208, § 2704(d)(14)(W),
which directed substitution of ‘‘Deposit Insurance
Fund’’ for ‘‘appropriate deposit insurance fund’’, was
not executed. See Effective Date of 1996 Amendment
note below.
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Subsec. (d)(3). Pub. L. 104–208, § 2217(2), added par. (3).
1994—Subsec. (j). Pub. L. 103–328 added subsec. (j).
1992—Subsec. (e)(1)(B). Pub. L. 102–550 amended sub-

par. (B) generally. Prior to amendment, subpar. (B)
read as follows: ‘‘meets the consumer disclosure re-
quirements under section 1828(k) of this title with re-
spect to such insurance.’’

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by section 2704(d)(14)(W) of Pub. L.
104–208 effective Jan. 1, 1999, if no insured depository in-
stitution is a savings association on that date, see sec-
tion 2704(c) of Pub. L. 104–208, set out as a note under
section 1821 of this title.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.

RIGHT OF STATE TO OPT OUT

Section 3 of Pub. L. 105–24 provided that: ‘‘Nothing in
this Act [amending this section and section 36 of this
title and enacting provisions set out as a note under
section 1811 of this title] alters the right of States
under section 525 of Public Law 96–221 [12 U.S.C. 1785
note].’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 330, 1831w of
this title.

§ 1831b. Disclosures with respect to certain fed-
erally related mortgage loans

(a) Identity of beneficiary interest as condition
for a loan; report to Corporation

No insured depository institution, insured
branch of a foreign bank, or mutual savings or
cooperative bank which is not an insured deposi-
tory institution, shall make any federally relat-
ed mortgage loan to any agent, trustee, nomi-
nee, or other person acting in a fiduciary capac-
ity without the prior condition that the identity
of the person receiving the beneficial interest of
such loan shall at all times be revealed to the
insured depository institution, insured branch,
or bank. At the request of the Corporation, the
insured depository institution, insured branch,
or bank shall report to the Corporation on the
identity of such person and the nature and
amount of the loan, discount, or other extension
of credit.

(b) Enforcement; bank status
In addition to other available remedies, this

section may be enforced with respect to mutual
savings and cooperative banks which are not in-
sured depository institutions in accordance with
section 1818 of this title, and for such purpose
such mutual savings and cooperative banks
shall be held and considered to be State non-
member insured banks and the appropriate Fed-
eral agency with respect to such mutual savings
and cooperative banks shall be the Federal De-
posit Insurance Corporation.

(Sept. 21, 1950, ch. 967, § 2[25], as added Pub. L.
93–533, § 11(a), Dec. 22, 1974, 88 Stat. 1729; amend-
ed Pub. L. 95–369, § 6(c)(30), Sept. 17, 1978, 92 Stat.
620; Pub. L. 101–73, title II, § 201(a), Aug. 9, 1989,
103 Stat. 187; Pub. L. 103–325, title VI, § 602(a)(55),
Sept. 23, 1994, 108 Stat. 2290.)

AMENDMENTS

1994—Subsec. (a). Pub. L. 103–325 substituted ‘‘the in-
sured depository institution, insured branch, or bank’’
for ‘‘the bank’’ in two places.

1989—Pub. L. 101–73 substituted references to insured
depository institutions for references to insured banks
wherever appearing in this section.

1978—Subsec. (a). Pub. L. 95–369 inserted ‘‘insured
branch of a foreign bank’’ after ‘‘No insured bank’’.

EFFECTIVE DATE

Section effective 180 days after Dec. 22, 1974, see sec-
tion 20 of Pub. L. 93–533, set out as a note under section
2601 of this title.

EXEMPTIONS; REGULATIONS

Section 11(c) of Pub. L. 93–533 provided that: ‘‘The
Federal Deposit Insurance Corporation or the Federal
Home Loan Bank Board as appropriate may by regula-
tion exempt classes or types of transactions from the
provisions added by this section [enacting this section
and section 1730f of this title] if the Corporation or the
Board determines that the purposes of such provisions
would not be advanced materially by their application
to such transactions.’’

§ 1831c. Repealed. Pub. L. 103�325, title VI,
§ 602(f)(1), Sept. 23, 1994, 108 Stat. 2292

Section, act Sept. 21, 1950, ch. 967, § 2[26], as added
Nov. 10, 1978, Pub. L. 95–630, title XII, § 1205, 92 Stat.
3711; amended Oct. 15, 1982, Pub. L. 97–320, title I,
§ 113(p), 96 Stat. 1474; Jan. 12, 1983, Pub. L. 97–457, § 3, 96
Stat. 2507, related to conversion, merger, or consolida-
tion of mutual savings banks into Federal savings
banks or savings banks which are insured institutions
within meaning of former section 1724 of this title.

§ 1831d. State-chartered insured depository insti-
tutions and insured branches of foreign
banks

(a) Interest rates
In order to prevent discrimination against

State-chartered insured depository institutions,
including insured savings banks, or insured
branches of foreign banks with respect to inter-
est rates, if the applicable rate prescribed in this
subsection exceeds the rate such State bank or
insured branch of a foreign bank would be per-
mitted to charge in the absence of this sub-
section, such State bank or such insured branch
of a foreign bank may, notwithstanding any
State constitution or statute which is hereby
preempted for the purposes of this section, take,
receive, reserve, and charge on any loan or dis-
count made, or upon any note, bill of exchange,
or other evidence of debt, interest at a rate of
not more than 1 per centum in excess of the dis-
count rate on ninety-day commercial paper in
effect at the Federal Reserve bank in the Fed-
eral Reserve district where such State bank or
such insured branch of a foreign bank is located
or at the rate allowed by the laws of the State,
territory, or district where the bank is located,
whichever may be greater.

(b) Interest overcharge; forfeiture; interest pay-
ment recovery

If the rate prescribed in subsection (a) of this
section exceeds the rate such State bank or such
insured branch of a foreign bank would be per-
mitted to charge in the absence of this section,
and such State fixed rate is thereby preempted
by the rate described in subsection (a) of this
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section, the taking, receiving, reserving, or
charging a greater rate of interest than is al-
lowed by subsection (a) of this section, when
knowingly done, shall be deemed a forfeiture of
the entire interest which the note, bill, or other
evidence of debt carries with it, or which has
been agreed to be paid thereon. If such greater
rate of interest has been paid, the person who
paid it may recover in a civil action commenced
in a court of appropriate jurisdiction not later
than two years after the date of such payment,
an amount equal to twice the amount of the in-
terest paid from such State bank or such insured
branch of a foreign bank taking, receiving, re-
serving, or charging such interest.

(Sept. 21, 1950, ch. 967, § 2[27], as added Pub. L.
96–221, title V, § 521, Mar. 31, 1980, 94 Stat. 164;
amended Pub. L. 100–86, title I, § 101(g)(2), Aug.
10, 1987, 101 Stat. 563; Pub. L. 101–73, title II,
§ 201(a), Aug. 9, 1989, 103 Stat. 187.)

PRIOR PROVISIONS

Provisions similar to this section were contained in
section 1831a of this title prior to its repeal by Pub. L.
96–221.

AMENDMENTS

1989—Subsec. (a). Pub. L. 101–73 substituted ‘‘insured
depository institutions’’ for ‘‘insured banks’’.

1987—Subsec. (a). Pub. L. 100–86 struck out ‘‘and in-
sured mutual savings banks’’ after ‘‘insured savings
banks’’.

EFFECTIVE DATE

Section applicable only with respect to loans made in
any State during the period beginning on April 1, 1980,
and ending on the date, on or after April 1, 1980, on
which such State adopts a law or certifies that the vot-
ers of such State have voted in favor of any provision,
constitutional or otherwise, which states explicitly and
by its terms that such State does not want this section
to apply with respect to loans made in such State, ex-
cept that this section shall apply to a loan made on or
after the date such law is adopted or such certification
is made if such loan is made pursuant to a commitment
to make such loan which was entered into on or after
April 1, 1980, and prior to the date on which such law
is adopted or such certification is made, see section 525
of Pub. L. 96–221, set out as an Effective Date of 1980
Amendment note under section 1785 of this title.

CHOICE OF HIGHEST APPLICABLE INTEREST RATE

In any case in which one or more provisions of, or
amendments made by, title V of Pub. L. 96–221, section
1735f–7 of this title, or any other provisions of law, in-
cluding section 85 of this title, apply with respect to
the same loan, mortgage, credit sale, or advance, such
loan, mortgage, credit sale, or advance may be made at
the highest applicable rate, see section 528 of Pub. L.
96–221, set out as a note under section 1735f–7a of this
title.

DEFINITION OF ‘‘STATE’’

For purposes of this section, the term ‘‘State’’ to in-
clude the several States, the Commonwealth of Puerto
Rico, the District of Columbia, Guam, the Trust Terri-
tories of the Pacific Islands, the Northern Mariana Is-
lands, and the Virgin Islands, see section 527 of Pub. L.
96–221, set out as a note under section 1735f–7a of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1831u of this
title.

§ 1831e. Activities of savings associations

(a) In general
On and after January 1, 1990, a savings associa-

tion chartered under State law may not engage
as principal in any type of activity, or in any ac-
tivity in an amount, that is not permissible for
a Federal savings association unless—

(1) the Corporation has determined that the
activity would pose no significant risk to the
affected deposit insurance fund; and

(2) the savings association is and continues
to be in compliance with the fully phased-in
capital standards prescribed under section
1464(t) of this title.

(b) Differences of magnitude between State and
Federal powers

Notwithstanding subsection (a)(1) of this sec-
tion, if an activity (other than an activity de-
scribed in section 1464(c)(2)(B) of this title) is
permissible for a Federal savings association, a
savings association chartered under State law
may engage as principal in that activity in an
amount greater than the amount permissible for
a Federal savings association if—

(1) the Corporation has not determined that
engaging in that amount of the activity poses
any significant risk to the affected deposit in-
surance fund; and

(2) the savings association chartered under
State law is and continues to be in compliance
with the fully phased-in capital standards pre-
scribed under section 1464(t) of this title.

(c) Equity investments by State savings associa-
tions

(1) In general
Notwithstanding subsections (a) and (b) of

this section, a savings association chartered
under State law may not directly acquire or
retain any equity investment of a type or in
an amount that is not permissible for a Fed-
eral savings association.
(2) Exception for service corporations

Paragraph (1) does not prohibit a savings as-
sociation from acquiring or retaining shares of
one or more service corporations if—

(A) the Corporation has determined that
no significant risk to the affected deposit in-
surance fund is posed by—

(i) the amount that the association pro-
poses to acquire or retain; or

(ii) the activities in which the service
corporation engages; and

(B) the savings association is and con-
tinues to be in compliance with the fully
phased-in capital standards prescribed under
section 1464(t) of this title.

(3) Transition rule
(A) In general

The Corporation shall require any savings
association to divest any equity investment
the retention of which is not permissible
under paragraph (1) or (2) as quickly as can
be prudently done, and in any event not
later than July 1, 1994.
(B) Treatment of noncompliance during di-

vestment
With respect to any equity investment

held by any savings association on May 1,
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1 So in original. Probably should be section ‘‘1468’’.

1989, the savings association shall be deemed
not to be in violation of the prohibition in
paragraph (1) or (2) on retaining such invest-
ment so long as the savings association com-
plies with any applicable requirement estab-
lished by the Corporation pursuant to sub-
paragraph (A) for divesting such invest-
ments.

(d) Corporate debt securities not of investment
grade

(1) In general
No savings association may, directly or

through a subsidiary, acquire or retain any
corporate debt security not of investment
grade.
(2) Exception for securities held by qualified

affiliate
Paragraph (1) shall not apply with respect to

any corporate debt security not of investment
grade which is acquired and retained by any
qualified affiliate of a savings association.
(3) Transition rule

(A) In general
The Corporation shall require any savings

association or any subsidiary of any savings
association to divest any corporate debt se-
curity not of investment grade the retention
of which is not permissible under paragraph
(1) as quickly as can be prudently done, and
in any event not later than July 1, 1994.
(B) Treatment of noncompliance during di-

vestment
With respect to any corporate debt secu-

rity not of investment grade held by any
savings association or subsidiary on August
9, 1989, the savings association or subsidiary
shall be deemed not to be in violation of the
prohibition in paragraph (1) on retaining
such investment so long as the association
or subsidiary complies with any applicable
requirement established by the Corporation
pursuant to subparagraph (A) for divesting
such securities.

(4) Definitions
For purposes of this section—
(A) Investment grade

Any corporate debt security is not of ‘‘in-
vestment grade’’ unless that security, when
acquired by the savings association or sub-
sidiary, was rated in one of the 4 highest rat-
ing categories by at least one nationally rec-
ognized statistical rating organization.
(B) Qualified affiliate

The term ‘‘qualified affiliate’’ means—
(i) in the case of a stock savings associa-

tion, an affiliate other than a subsidiary or
an insured depository institution; and

(ii) in the case of a mutual savings asso-
ciation, a subsidiary other than an insured
depository institution, so long as all of the
savings association’s investments in and
extensions of credit to the subsidiary are
deducted from the savings association’s
capital.

(C) Certain securities not included
The term ‘‘corporate debt security not of

investment grade’’ does not include any obli-

gation issued or guaranteed by a corporation
that may be held by a Federal savings asso-
ciation without limitation as to percentage
of assets under subparagraph (D), (E), or (F)
of section 1464(c)(1) of this title.

(e) Transfer of corporate debt security not of in-
vestment grade in exchange for a qualified
note

(1) Acquisition of note
Notwithstanding subsections (a), (b), and (c)

of section 1464 1 of this title and any other pro-
vision of Federal or State law governing ex-
tensions of credit by savings associations, any
insured savings association, and any subsidi-
ary of any insured savings association, that,
on August 9, 1989, holds any corporate debt se-
curity not of investment grade may acquire a
qualified note in exchange for the transfer of
such security to—

(A) any holding company which controls 80
percent or more of the shares of such insured
savings association; or

(B) any company other than an insured
savings association, or any subsidiary of any
insured savings association, 80 percent or
more of the shares of which are controlled
by such holding company,

if the conditions of paragraph (2) are met.

(2) Conditions for exchange of security for
qualified note

The conditions of this paragraph are met if—
(A) the insured savings association was in

compliance with applicable capital require-
ments on December 31, 1988, and the insured
savings association after such date—

(i) remains in compliance with applica-
ble capital requirements; or

(ii) adopts and complies with a capital
plan acceptable to the Director of the Of-
fice of Thrift Supervision;

(B) the company to which the corporate
debt security not of investment grade is
transferred is not a bank holding company,
an insured savings association, or a direct or
indirect subsidiary of such holding company
or insured savings association;

(C) before the end of the 90-day period be-
ginning on August 9, 1989, the insured sav-
ings association notifies the Director of the
Office of Thrift Supervision of such associa-
tion’s intention to transfer the corporate
debt security not of investment grade to the
savings and loan holding company or the
subsidiary of such holding company;

(D) the transfer of the corporate debt secu-
rity not of investment grade is completed—

(i) before the end of the 1-year period be-
ginning on August 9, 1989, in the case of an
insured savings association that, as of Au-
gust 9, 1989, is controlled by a savings and
loan holding company; or

(ii) before the end of the 2-year period
beginning on August 9, 1989, in the case of
a savings association that is not, as of Au-
gust 9, 1989, a subsidiary of a savings and
loan holding company;



Page 1089 TITLE 12—BANKS AND BANKING § 1831f

(E) the insured savings association re-
ceives in exchange for the corporate debt se-
curity not of investment grade the fair mar-
ket value of such security;

(F) the Director of the Office of Thrift Su-
pervision has—

(i) approved the transaction; and
(ii) determined that the transfer rep-

resents a complete and effective divesti-
ture of the corporate debt security not of
investment grade and is in compliance
with the provisions of this subsection; and

(G) any gain on the sale of the corporate
debt security not of investment grade is rec-
ognized, and included for applicable regu-
latory capital requirements, by the insured
savings association only at such time and to
the extent that the insured savings associa-
tion receives payment of principal on the
note in cash in excess of the fair market
value of the transferred corporate debt secu-
rity not of investment grade as carried on
the accounts of the insured savings associa-
tion immediately prior to the transfer.

(3) ��Qualified note�� defined
The term ‘‘qualified note’’ means any note

that—
(A) is at all times fully secured by the cor-

porate debt security not of investment grade
transferred in exchange for the note, or by
other collateral of at least equivalent value
that is acceptable to the Director of the Of-
fice of Thrift Supervision;

(B) contains provisions acceptable to the
Director of the Office of Thrift Supervision
that would—

(i) prevent any action to encumber or
impair the value of the collateral referred
to in subparagraph (A); and

(ii) allow the sale of the corporate debt
security not of investment grade if the
proceeds of the sale are reinvested in as-
sets of equivalent value;

(C) is on market terms, including interest
rate, which must in all cases be above the in-
sured savings association’s borrowing rate
for similar term funds;

(D) is fully repayable over a period of time
not to exceed 5 years from the date of trans-
fer;

(E) is repaid with annual principal pay-
ments at least as large as would be nec-
essary to repay the note within 5 years if it
were on a level payment amortization sched-
ule and the interest rate for the first year of
repayment were fixed throughout the amor-
tization period;

(F) is fully guaranteed by each holding
company of the insured savings association
that acquires such note; and

(G) is repaid in full in cash in accordance
with its terms and this subsection.

(4) Failure to repay on schedule
The exemption provided by this subsection

from subsections (a), (b), and (c) of section 1468
of this title and any other applicable provision
of Federal or State law shall terminate imme-
diately if the insured savings association or
any affiliate of such association fails to com-

ply with the terms of the qualified note or this
subsection.

(f) Determinations
The Corporation shall make determinations

under this section by regulation or order.

(g) ��Activity�� defined
For purposes of subsections (a) and (b) of this

section—

(1) In general
The term ‘‘activity’’ includes acquiring or

retaining any investment.

(2) Divestiture of certain assets
Notwithstanding paragraph (1), subsections

(a) and (b) of this section shall not be con-
strued to require a savings association to di-
vest itself of any assets acquired before Au-
gust 9, 1989.

(h) Other authority not affected
This section may not be construed as limit-

ing—
(1) any other authority of the Corporation;

or
(2) any authority of the Director of the Of-

fice of Thrift Supervision or of a State to im-
pose more stringent restrictions.

(Sept. 21, 1950, ch. 967, § 2[28], as added Pub. L.
101–73, title II, § 222, Aug. 9, 1989, 103 Stat. 269;
amended Pub. L. 102–242, title I, § 151(a)(3), Dec.
19, 1991, 105 Stat. 2284; Pub. L. 103–325, title VI,
§ 602(a)(56)–(58), Sept. 23, 1994, 108 Stat. 2290, 2291;
Pub. L. 104–208, div. A, title II, § 2704(d)(14)(X),
Sept. 30, 1996, 110 Stat. 3009–494.)

AMENDMENTS

1996—Subsecs. (a)(1), (b)(1), (c)(2)(A). Pub. L. 104–208,
which directed substitution of ‘‘Deposit Insurance
Fund’’ for ‘‘affected deposit insurance fund’’, was not
executed. See Effective Date of 1996 Amendment note
below.

1994—Subsec. (c)(2)(A)(i). Pub. L. 103–325, § 602(a)(56),
substituted ‘‘; or’’ for ‘‘, or’’.

Subsec. (d)(4)(C). Pub. L. 103–325, § 602(a)(57), sub-
stituted ‘‘subparagraph’’ for ‘‘subparagraphs’’.

Subsec. (e)(4). Pub. L. 103–325, § 602(a)(58), substituted
‘‘and any other’’ for ‘‘any other’’.

1991—Subsecs. (h), (i). Pub. L. 102–242 redesignated
subsec. (i) as (h) and struck out former subsec. (h)
which required that all savings associations with unin-
sured deposits disclose in clear and conspicuous state-
ments that its deposits were not insured.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–208 effective Jan. 1, 1999,
if no insured depository institution is a savings asso-
ciation on that date, see section 2704(c) of Pub. L.
104–208, set out as a note under section 1821 of this title.

EFFECTIVE DATE OF 1991 AMENDMENT

Section 151(a)(3) of Pub. L. 102–242 provided that the
amendment made by that section is effective 1 year
after Dec. 19, 1991.

§ 1831f. Brokered deposits

(a) In general
An insured depository institution that is not

well capitalized may not accept funds obtained,
directly or indirectly, by or through any deposit
broker for deposit into 1 or more deposit ac-
counts.
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(b) Renewals and rollovers treated as acceptance
of funds

Any renewal of an account in any troubled in-
stitution and any rollover of any amount on de-
posit in any such account shall be treated as an
acceptance of funds by such troubled institution
for purposes of subsection (a) of this section.
(c) Waiver authority

The Corporation may, on a case-by-case basis
and upon application by an insured depository
institution which is adequately capitalized (but
not well capitalized), waive the applicability of
subsection (a) of this section upon a finding that
the acceptance of such deposits does not con-
stitute an unsafe or unsound practice with re-
spect to such institution.
(d) Limited exception for certain

conservatorships
In the case of any insured depository institu-

tion for which the Corporation has been ap-
pointed as conservator, subsection (a) of this
section shall not apply to the acceptance of de-
posits (described in such subsection) by such in-
stitution if the Corporation determines that the
acceptance of such deposits—

(1) is not an unsafe or unsound practice;
(2) is necessary to enable the institution to

meet the demands of its depositors or pay its
obligations in the ordinary course of business;
and

(3) is consistent with the conservator’s fidu-
ciary duty to minimize the institution’s
losses.

Effective 90 days after the date on which the in-
stitution was placed in conservatorship, the in-
stitution may not accept such deposits.
(e) Restriction on interest rate paid

Any insured depository institution which,
under subsection (c) or (d) of this section, ac-
cepts funds obtained, directly or indirectly, by
or through a deposit broker, may not pay a rate
of interest on such funds which, at the time that
such funds are accepted, significantly exceeds—

(1) the rate paid on deposits of similar matu-
rity in such institution’s normal market area
for deposits accepted in the institution’s nor-
mal market area; or

(2) the national rate paid on deposits of com-
parable maturity, as established by the Cor-
poration, for deposits accepted outside the in-
stitution’s normal market area.

(f) Additional restrictions
The Corporation may impose, by regulation or

order, such additional restrictions on the ac-
ceptance of brokered deposits by any institution
as the Corporation may determine to be appro-
priate.
(g) Definitions relating to deposit broker

(1) Deposit broker
The term ‘‘deposit broker’’ means—

(A) any person engaged in the business of
placing deposits, or facilitating the place-
ment of deposits, of third parties with in-
sured depository institutions or the business
of placing deposits with insured depository
institutions for the purpose of selling inter-
ests in those deposits to third parties; and

(B) an agent or trustee who establishes a
deposit account to facilitate a business ar-
rangement with an insured depository insti-
tution to use the proceeds of the account to
fund a prearranged loan.

(2) Exclusions
The term ‘‘deposit broker’’ does not in-

clude—
(A) an insured depository institution, with

respect to funds placed with that depository
institution;

(B) an employee of an insured depository
institution, with respect to funds placed
with the employing depository institution;

(C) a trust department of an insured depos-
itory institution, if the trust in question has
not been established for the primary purpose
of placing funds with insured depository in-
stitutions;

(D) the trustee of a pension or other em-
ployee benefit plan, with respect to funds of
the plan;

(E) a person acting as a plan administrator
or an investment adviser in connection with
a pension plan or other employee benefit
plan provided that that person is performing
managerial functions with respect to the
plan;

(F) the trustee of a testamentary account;
(G) the trustee of an irrevocable trust

(other than one described in paragraph
(1)(B)), as long as the trust in question has
not been established for the primary purpose
of placing funds with insured depository in-
stitutions;

(H) a trustee or custodian of a pension or
profitsharing plan qualified under section
401(d) or 403(a) of title 26; or

(I) an agent or nominee whose primary
purpose is not the placement of funds with
depository institutions.

(3) Inclusion of depository institutions engag-
ing in certain activities

Notwithstanding paragraph (2), the term
‘‘deposit broker’’ includes any insured deposi-
tory institution that is not well capitalized (as
defined in section 1831o of this title), and any
employee of such institution, which engages,
directly or indirectly, in the solicitation of de-
posits by offering rates of interest which are
significantly higher than the prevailing rates
of interest on deposits offered by other insured
depository institutions in such depository in-
stitution’s normal market area.
(4) Employee

For purposes of this subsection, the term
‘‘employee’’ means any employee—

(A) who is employed exclusively by the in-
sured depository institution;

(B) whose compensation is primarily in the
form of a salary;

(C) who does not share such employee’s
compensation with a deposit broker; and

(D) whose office space or place of business
is used exclusively for the benefit of the in-
sured depository institution which employs
such individual.

(h) Deposit solicitation restricted
An insured depository institution that is

undercapitalized, as defined in section 1831o of
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this title, shall not solicit deposits by offering
rates of interest that are significantly higher
than the prevailing rates of interest on insured
deposits—

(1) in such institution’s normal market
areas; or

(2) in the market area in which such deposits
would otherwise be accepted.

(Sept. 21, 1950, ch. 967, § 2[29], as added Pub. L.
101–73, title II, § 224(a), Aug. 9, 1989, 103 Stat. 273;
amended Pub. L. 102–242, title III, § 301(a), (c),
Dec. 19, 1991, 105 Stat. 2343, 2345; Pub. L. 102–550,
title XVI, § 1605(a)(1), Oct. 28, 1992, 106 Stat. 4084;
Pub. L. 103–325, title III, § 337, Sept. 23, 1994, 108
Stat. 2235.)

AMENDMENTS

1994—Subsec. (g)(3). Pub. L. 103–325 inserted ‘‘that is
not well capitalized (as defined in section 1831o of this
title)’’ after ‘‘includes any insured depository institu-
tion’’, substituted ‘‘of such institution’’ for ‘‘of any in-
sured depository institution’’, and struck out ‘‘(with
respect to such deposits)’’ after ‘‘offering rates of inter-
est’’ and ‘‘having the same type of charter’’ after
‘‘other insured depository institutions’’.

1992—Subsec. (a). Pub. L. 102–550, § 1605(a)(1)(A), sub-
stituted ‘‘An insured’’ for ‘‘A insured’’.

Subsec. (c). Pub. L. 102–550, § 1605(a)(1)(B), substituted
‘‘capitalized (but not well capitalized)’’ for ‘‘capital-
ized’’.

1991—Subsec. (a). Pub. L. 102–242, § 301(a)(1), sub-
stituted ‘‘insured depository institution that is not
well capitalized’’ for ‘‘troubled institution’’.

Subsec. (c). Pub. L. 102–242, § 301(a)(2), substituted
‘‘insured depository institution which is adequately
capitalized’’ for ‘‘insured depositary institution’’.

Subsec. (d). Pub. L. 102–242, § 301(a)(3), added pars. (2)
and (3) and closing provisions, struck out ‘‘and’’ at end
of par. (1), and struck out former par. (2) which read as
follows: ‘‘either—

‘‘(A) is necessary to enable the institution to meet
the demands of its depositors or pay its obligations in
the ordinary course of business; or

‘‘(B) is consistent with the conservator’s fiduciary
duty to minimize the losses of the institution.’’
Subsecs. (e) to (h). Pub. L. 102–242, § 301(a)(4)–(6), (c),

added subsec. (e), redesignated former subsec. (e) as (f)
and struck out ‘‘troubled’’ before ‘‘institution as the’’,
redesignated former subsecs. (f) and (g) as (g) and (h),
respectively, added subsec. (h), and struck out former
subsec. (h), as previously redesignated, which defined
‘‘troubled institution’’.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.

EFFECTIVE DATE

Section 224(b) of Pub. L. 101–73 provided that: ‘‘The
amendment made by subsection (a) [enacting this sec-
tion] shall apply to deposits accepted after the end of
the 120-day period beginning on the date of the enact-
ment of this Act [Aug. 9, 1989].’’

REGULATIONS

Section 301(d) of Pub. L. 102–242 provided that: ‘‘The
Corporation shall promulgate final regulations to carry
out the amendments made under subsections (a), (b),
and (c) [enacting section 1831f–1 of this title and amend-
ing this section] not later than 150 days after the date
of enactment of this Act [Dec. 19, 1991], and those regu-
lations shall become effective not later than 180 days
after that date of enactment, except that such regula-

tions shall not apply to any specific time deposit made
before that date of enactment until the stated matu-
rity of the time deposit.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1821, 4313 of this
title.

§ 1831f�1. Repealed. Pub. L. 106�569, title XII,
§ 1203, Dec. 27, 2000, 114 Stat. 3032

Section, act Sept. 21, 1950, ch. 967, § 2[29A], as added
Pub. L. 102–242, title III, § 301(b), Dec. 19, 1991, 105 Stat.
2344, related to deposit broker notification and record-
keeping.

§ 1831g. Contracts between depository institu-
tions and persons providing goods, products,
or services

(a) In general
An insured depository institution may not

enter into a written or oral contract with any
person to provide goods, products, or services to
or for the benefit of such depository institution
if the performance of such contract would ad-
versely affect the safety or soundness of the in-
stitution.

(b) Rulemaking
The Corporation shall prescribe such regula-

tions and issue such orders, including defini-
tions consistent with this section, as may be
necessary to administer and carry out the pur-
poses of, and prevent evasions of, this section.

(c) Enforcement
Any action taken by any appropriate Federal

banking agency under section 1818 of this title
to enforce compliance on the part of any insured
depository institution with the requirements of
this section may include a requirement that
such institution properly reflect the transaction
on its books and records.

(d) No private right of action
This section may not be construed as creating

any private right of action.

(e) Study
(1) In general

The Attorney General and the Comptroller
General of the United States shall jointly con-
duct a study on the extent to which—

(A) insured depository institutions are en-
tering into contracts with vendors under
which the vendors agree to purchase stock
or assets from insured depository institu-
tions or to invest capital in or make depos-
its in such institutions; and

(B) if such practices occur, the extent to
which such practices are having an anti-
competitive effect and should be prohibited.

(2) Report to Congress
Before the end of the 1-year period beginning

on August 9, 1989, the Attorney General and
the Comptroller General shall submit a report
to the Congress on the results of the study
conducted pursuant to paragraph (1).

(Sept. 21, 1950, ch. 967, § 2[30], as added Pub. L.
101–73, title II, § 225, Aug. 9, 1989, 103 Stat. 275;
amended Pub. L. 103–325, title VI, § 602(a)(59),
Sept. 23, 1994, 108 Stat. 2291.)
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AMENDMENTS

1994—Subsec. (e)(1)(A). Pub. L. 103–325 substituted
‘‘the vendors’’ for ‘‘venders’’.

§ 1831h. Savings Association Insurance Fund In-
dustry Advisory Committee

(a) Establishment
There is hereby established the Savings Asso-

ciation Insurance Fund Industry Advisory Com-
mittee (hereinafter referred to in this section as
the ‘‘Committee’’).
(b) Membership

The Committee shall consist of 18 members,
appointed as follows:

(1) 1 member elected from each Federal
home loan bank district (by the members of
the board of directors of each such bank who
were elected by the members of such bank)
from among individuals residing therein who
are officers of insured depository institutions
that are Savings Association Insurance Fund
members.

(2) 6 members appointed by the Corporation
from among individuals who shall represent
the public interest.

(c) Vacancies
Any vacancy on the Committee shall be filled

in the same manner in which the original ap-
pointment was made.
(d) Pay and expenses

Members of the Committee shall serve without
pay, but each member shall be reimbursed, in
such manner as the Corporation shall prescribe
by regulation, for expenses incurred in connec-
tion with attendance of such members at meet-
ings of the Committee.
(e) Terms

Members shall be appointed or elected for
terms of 1 year.
(f) Authority of Committee

The Committee may select its Chairperson,
Vice Chairperson, and Secretary, and adopt
methods of procedure, and shall have power—

(1) to confer with the Board of Directors on
general and special business conditions and
regulatory and other matters affecting insured
financial institutions that are members of the
Savings Association Insurance Fund; and

(2) to request information, and to make rec-
ommendations, with respect to matters within
the jurisdiction of the Corporation.

(g) Meetings
The Committee shall meet 4 times each year,

and more frequently if requested by the Cor-
poration.
(h) Reports

The Committee shall submit a semiannual
written report to the Committee on Banking,
Finance and Urban Affairs of the House and to
the Committee on Banking, Housing, and Urban
Affairs of the Senate. Such report shall describe
the activities of the Committee for such semi-
annual period and contain such recommenda-
tions as the Committee considers appropriate.
(i) Provision of staff and other resources

The Corporation shall provide the Committee
with the use of such resources, including staff,

as the Committee reasonably shall require to
carry out its duties, including the preparation
and submission of reports to Congress, under
this section.
(j) Federal Advisory Committee Act does not

apply
The Federal Advisory Committee Act shall

not apply to the Committee.
(k) Sunset

The Committee shall cease to exist 10 years
after August 9, 1989.

(Sept. 21, 1950, ch. 967, § 2[31], as added Pub. L.
101–73, title II, § 226, Aug. 9, 1989, 103 Stat. 276;
amended Pub. L. 103–325, title VI, § 602(a)(60),
Sept. 23, 1994, 108 Stat. 2291; Pub. L. 104–208, div.
A, title II, § 2704(d)(14)(Y), Sept. 30, 1996, 110 Stat.
3009–494.

REFERENCES IN TEXT

The Federal Advisory Committee Act, referred to in
subsec. (j), is Pub. L. 92–463, Oct. 6, 1972, 86 Stat. 770, as
amended, which is set out in the Appendix to Title 5,
Government Organization and Employees.

AMENDMENTS

1996—Pub. L. 104–208, which directed repeal of section,
was not executed. See Effective Date of 1996 Amend-
ment note below.

1994—Subsec. (b)(1). Pub. L. 103–325 substituted
‘‘board of directors’’ for ‘‘Board of Directors’’.

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–208, repealing this section,
effective Jan. 1, 1999, if no insured depository institu-
tion is a savings association on that date, see section
2704(c) of Pub. L. 104–208, set out as a note under section
1821 of this title.

§ 1831i. Agency disapproval of directors and sen-
ior executive officers of insured depository
institutions or depository institution holding
companies

(a) Prior notice required
An insured depository institution or deposi-

tory institution holding company shall notify
the appropriate Federal banking agency of the
proposed addition of any individual to the board
of directors or the employment of any individual
as a senior executive officer of such institution
or holding company at least 30 days (or such
other period, as determined by the appropriate
Federal banking agency) before such addition or
employment becomes effective, if—

(1) the insured depository institution or de-
pository institution holding company is not in
compliance with the minimum capital require-
ment applicable to such institution or is



Page 1093 TITLE 12—BANKS AND BANKING § 1831j

otherwise in a troubled condition, as deter-
mined by such agency on the basis of such in-
stitution’s or holding company’s most recent
report of condition or report of examination or
inspection; or

(2) the agency determines, in connection
with the review by the agency of the plan re-
quired under section 1831o of this title or
otherwise, that such prior notice is appro-
priate.

(b) Disapproval by agency
An insured depository institution or deposi-

tory institution holding company may not add
any individual to the board of directors or em-
ploy any individual as a senior executive officer
if the appropriate Federal banking agency issues
a notice of disapproval of such addition or em-
ployment before the end of the notice period,
not to exceed 90 days, beginning on the date the
agency receives notice of the proposed action
pursuant to subsection (a) of this section.

(c) Exception in extraordinary circumstances
(1) In general

Each appropriate Federal banking agency
may prescribe by regulation conditions under
which the prior notice requirement of sub-
section (a) of this section may be waived in
the event of extraordinary circumstances.

(2) No effect on disapproval authority of agen-
cy

Such waivers shall not affect the authority
of each agency to issue notices of disapproval
of such additions or employment of such indi-
viduals within 30 days after each such waiver.

(d) Additional information
Any notice submitted to an appropriate Fed-

eral banking agency with respect to an individ-
ual by any insured depository institution or de-
pository institution holding company pursuant
to subsection (a) of this section shall include—

(1) the information described in section
1817(j)(6)(A) of this title about the individual;
and

(2) such other information as the agency
may prescribe by regulation.

(e) Standard for disapproval
The appropriate Federal banking agency shall

issue a notice of disapproval with respect to a
notice submitted pursuant to subsection (a) of
this section if the competence, experience, char-
acter, or integrity of the individual with respect
to whom such notice is submitted indicates that
it would not be in the best interests of the de-
positors of the depository institution or in the
best interests of the public to permit the indi-
vidual to be employed by, or associated with,
the depository institution or depository institu-
tion holding company.

(f) Definition regulations
Each appropriate Federal banking agency

shall prescribe by regulation a definition for the
terms ‘‘troubled condition’’ and ‘‘senior execu-
tive officer’’ for purposes of subsection (a) of
this section.

(Sept. 21, 1950, ch. 967, § 2[32], as added Pub. L.
101–73, title IX, § 914(a), Aug. 9, 1989, 103 Stat. 484;

amended Pub. L. 104–208, div. A, title II, § 2209,
Sept. 30, 1996, 110 Stat. 3009–409.)

AMENDMENTS

1996—Subsec. (a). Pub. L. 104–208, § 2209(1)(A), (B), in
introductory provisions, inserted ‘‘(or such other pe-
riod, as determined by the appropriate Federal banking
agency)’’ after ‘‘30 days’’ and substituted ‘‘if’’ for ‘‘if
the insured depository institution or depository insti-
tution holding company’’.

Subsec. (a)(1). Pub. L. 104–208, § 2209(1)(E), inserted
‘‘the insured depository institution or depository insti-
tution holding company’’ before ‘‘is not in compliance’’
and substituted ‘‘; or’’ for period at end.

Pub. L. 104–208, § 2209(1)(C), (D), redesignated par. (3)
as (1) and struck out former par. (1) which read as fol-
lows: ‘‘has been chartered less than 2 years in the case
of an insured depository institution;’’.

Subsec. (a)(2). Pub. L. 104–208, § 2209(1)(C), (F), added
par. (2) and struck out former par. (2) which read as fol-
lows: ‘‘has undergone a change in control within the
preceding 2 years; or’’.

Subsec. (a)(3). Pub. L. 104–208, § 2209(1)(D), redesig-
nated par. (3) as (1).

Subsec. (b). Pub. L. 104–208, § 2209(2), substituted ‘‘no-
tice period, not to exceed 90 days,’’ for ‘‘30-day period’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 93, 1464, 1785,
1818, 1828 of this title.

§ 1831j. Depository institution employee protec-
tion remedy

(a) In general
(1) Employees of depository institutions

No insured depository institution may dis-
charge or otherwise discriminate against any
employee with respect to compensation,
terms, conditions, or privileges of employment
because the employee (or any person acting
pursuant to the request of the employee) pro-
vided information to any Federal banking
agency or to the Attorney General regarding—

(A) a possible violation of any law or regu-
lation; or

(B) gross mismanagement, a gross waste of
funds, an abuse of authority, or a substan-
tial and specific danger to public health or
safety;

by the depository institution or any director,
officer, or employee of the institution.
(2) Employees of banking agencies

No Federal banking agency, Federal home
loan bank, Federal reserve bank, or any person
who is performing, directly or indirectly, any
function or service on behalf of the Corpora-
tion may discharge or otherwise discriminate
against any employee with respect to com-
pensation, terms, conditions, or privileges of
employment because the employee (or any
person acting pursuant to the request of the
employee) provided information to any such
agency or bank or to the Attorney General re-
garding any possible violation of any law or
regulation, gross mismanagement, a gross
waste of funds, an abuse of authority, or a sub-
stantial and specific danger to public health or
safety by—

(A) any depository institution or any such
bank or agency;

(B) any director, officer, or employee of
any depository institution or any such bank;
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(C) any officer or employee of the agency
which employs such employee; or

(D) the person, or any officer or employee
of the person, who employs such employee.

(b) Enforcement
Any employee or former employee who be-

lieves he has been discharged or discriminated
against in violation of subsection (a) of this sec-
tion may file a civil action in the appropriate
United States district court before the close of
the 2-year period beginning on the date of such
discharge or discrimination. The complainant
shall also file a copy of the complaint initiating
such action with the appropriate Federal bank-
ing agency.

(c) Remedies
If the district court determines that a viola-

tion of subsection (a) of this section has oc-
curred, it may order the depository institution,
Federal home loan bank, Federal Reserve bank,
or Federal banking agency which committed the
violation—

(1) to reinstate the employee to his former
position;

(2) to pay compensatory damages; or
(3) take other appropriate actions to remedy

any past discrimination.

(d) Limitation
The protections of this section shall not apply

to any employee who—
(1) deliberately causes or participates in the

alleged violation of law or regulation; or
(2) knowingly or recklessly provides sub-

stantially false information to such an agency
or the Attorney General.

(e) ��Federal banking agency�� defined
For purposes of subsections (a) and (c) of this

section, the term ‘‘Federal banking agency’’
means the Corporation, the Board of Governors
of the Federal Reserve System, the Federal
Housing Finance Board, the Comptroller of the
Currency, and the Director of the Office of
Thrift Supervision.

(f) Burdens of proof
The legal burdens of proof that prevail under

subchapter III of chapter 12 of title 5 shall gov-
ern adjudication of protected activities under
this section.

(Sept. 21, 1950, ch. 967, § 2[33], as added Pub. L.
101–73, title IX, § 932(a), Aug. 9, 1989, 103 Stat. 494;
amended Pub. L. 102–242, title II, § 251(a)(1)–(3),
Dec. 19, 1991, 105 Stat. 2331, 2332; Pub. L. 103–204,
§ 21(a), Dec. 17, 1993, 107 Stat. 2406; Pub. L.
103–325, title VI, § 602(a)(61), (c), Sept. 23, 1994, 108
Stat. 2291.)

AMENDMENTS

1994—Subsec. (a). Pub. L. 103–325, § 602(c), amended di-
rectory language of Pub. L. 103–204, § 21(a). See 1993
Amendment note below.

Subsec. (c)(1). Pub. L. 103–325, § 602(a)(61), substituted
semicolon for comma at end.

Subsec. (f). Pub. L. 103–325, § 602(c)(1)–(3), amended di-
rectory language of Pub. L. 103–204, § 21(a)(1)(B). See
1993 Amendment note below.

1993—Subsec. (a)(1). Pub. L. 103–204, § 21(a)(1)(A), as
amended by Pub. L. 103–325, § 602(c)(1)–(3), substituted
‘‘regarding—

‘‘(A) a possible violation of any law or regulation;
or

‘‘(B) gross mismanagement, a gross waste of funds,
an abuse of authority, or a substantial and specific
danger to public health or safety;

by the depository institution or any director, officer, or
employee of the institution.’’ for ‘‘regarding any pos-
sible violation of any law or regulation by the deposi-
tory institution or any director, officer, or employee of
the institution.’’

Subsec. (a)(2). Pub. L. 103–204, § 21(a)(2)(A), (B), as
amended by Pub. L. 103–325, § 602(c)(1), (2), (4), in intro-
ductory provisions, substituted ‘‘Federal reserve bank,
or any person who is performing, directly or indirectly,
any function or service on behalf of the Corporation’’
for ‘‘or Federal Reserve bank’’ and ‘‘any possible viola-
tion of any law or regulation, gross mismanagement, a
gross waste of funds, an abuse of authority, or a sub-
stantial and specific danger to public health or safety
by’’ for ‘‘any possible violation of any law or regulation
by’’.

Subsec. (a)(2)(D). Pub. L. 103–204, § 21(a)(2)(C)–(E), as
amended by Pub. L. 103–325, § 602(c)(1), (2), (4), added
subpar. (D).

Subsec. (f). Pub. L. 103–204, § 21(a)(1)(B), as amended
by Pub. L. 103–325, § 602(c)(1)–(3), added subsec. (f).

1991—Subsec. (a). Pub. L. 102–242, § 251(a)(1), amended
subsec. (a) generally. Prior to amendment, subsec. (a)
read as follows: ‘‘No federally insured depository insti-
tution may discharge or otherwise discriminate against
any employee with respect to compensation, terms,
conditions, or privileges of employment because the
employee (or any person acting pursuant to the request
of the employee) provided information to any Federal
banking agency or to the Attorney General regarding a
possible violation of any law or regulation by the de-
pository institution or any of its officers, directors, or
employees.’’

Subsec. (c). Pub. L. 102–242, § 251(a)(2), inserted
‘‘, Federal home loan bank, Federal Reserve bank, or
Federal banking agency’’.

Subsec. (e). Pub. L. 102–242, § 251(a)(3), added subsec.
(e).

EFFECTIVE DATE OF 1991 AMENDMENT

Section 251(a)(4) of Pub. L. 102–242 provided that:
‘‘Paragraph (2) of section 33(a) of the Federal Deposit
Insurance Act [12 U.S.C. 1831j(a)(2)] (as added under the
amendment made by paragraph (1)) shall be treated as
having taken effect on January 1, 1987, and for purposes
of any cause of action arising under such paragraph (as
so effective) before the date of the enactment of this
Act [Dec. 19, 1991], the 2-year period referred to in sec-
tion 33(b) of such Act shall be deemed to begin on such
date of enactment.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1790c of this
title; title 31 section 5328.

§ 1831k. Reward for information leading to recov-
eries or civil penalties

(a) In general
An appropriate Federal banking agency, with

the concurrence of the Attorney General, may
pay a reward to a person who provides original
information which leads to—

(1) recovery of a criminal fine, restitution,
or civil penalty—

(A) under—
(i) this chapter;
(ii) the Federal Credit Union Act [12

U.S.C. 1751 et seq.];
(iii) section 93(b), 164, or 481 to 485 of this

title;
(iv) the Federal Reserve Act [12 U.S.C.

221 et seq.];



Page 1095 TITLE 12—BANKS AND BANKING § 1831m

(v) the Bank Holding Company Act
Amendments of 1970;

(vi) the Bank Holding Company Act of
1956 [12 U.S.C. 1841 et seq.];

(vii) the Home Owners’ Loan Act [12
U.S.C. 1461 et seq.]; or

(viii) section 3663 of title 18 pursuant to
a conviction for an offense referred to in
subparagraph (B) of this paragraph,

(B) pursuant to a conviction for an offense
under section 215, 656, 657, 1005, 1006, 1007,
1014, 1341, 1343, or 1344 of title 18 affecting a
depository institution insured by the Fed-
eral Deposit Insurance Corporation, or for a
conspiracy to commit such an offense; or

(C) under section 1833a of this title; or

(2) a forfeiture under section 981 or 982 of
title 18 that arises in connection with a depos-
itory institution insured by the Federal De-
posit Insurance Corporation.

(b) Percentage limitation
An appropriate Federal banking agency may

not pay a reward under subsection (a) of this
section of more than 25 percent of the amount of
the fine, penalty, restitution, or forfeiture or
$100,000, whichever is less.
(c) Officials and persons ineligible

An appropriate Federal banking agency may
not pay a reward under subsection (a) of this
section to—

(1) an officer or employee of the United
States or of a State or local government who
provides information described in subsection
(a) of this section, obtained in the perform-
ance of official duties; or

(2) a person who—
(A) deliberately causes or participates in

the alleged violation of law or regulation, or
(B) knowingly or recklessly provides sub-

stantially false information to such an agen-
cy or the Attorney General.

(d) Nonreviewability
Any agency decision under this section is final

and not reviewable by any court.

(Sept. 21, 1950, ch. 967, § 2[34], as added Pub. L.
101–73, title IX, § 933(a), Aug. 9, 1989, 103 Stat. 495;
amended Pub. L. 101–647, title XXV, § 2586, Nov.
29, 1990, 104 Stat. 4903; Pub. L. 103–325, title VI,
§ 602(a)(62), (63), Sept. 23, 1994, 108 Stat. 2291.)

REFERENCES IN TEXT

The Federal Credit Union Act, referred to in subsec.
(a)(1)(A)(ii), is act June 26, 1934, ch. 750, 48 Stat. 1216, as
amended, which is classified generally to chapter 14
(§ 1751 et seq.) of this title. For complete classification
of this Act to the Code, see section 1751 of this title and
Tables.

The Federal Reserve Act, referred to in subsec.
(a)(1)(A)(iv), is act Dec. 23, 1913, ch. 6, 38 Stat. 251, as
amended, which is classified principally to chapter 3
(§ 221 et seq.) of this title. For complete classification of
this Act to the Code, see References in Text note set
out under section 226 of this title and Tables.

The Bank Holding Company Act Amendments of 1970,
referred to in subsec. (a)(1)(A)(v), is Pub. L. 91–607, Dec.
31, 1970, 84 Stat. 1760, as amended. For complete classi-
fication of this Act to the Code, see Short Title of 1970
Amendment note set out under section 1841 of this title
and Tables.

The Bank Holding Company Act of 1956, referred to in
subsec. (a)(1)(A)(vi), is act May 9, 1956, ch. 240, 70 Stat.

133, as amended, which is classified principally to chap-
ter 17 (§ 1841 et seq.) of this title. For complete classi-
fication of this Act to the Code, see Short Title note
set out under section 1841 of this title and Tables.

The Home Owners’ Loan Act, referred to in subsec.
(a)(1)(A)(vii), is act June 13, 1933, ch. 64, 48 Stat. 128, as
amended, which is classified generally to chapter 12
(§ 1461 et seq.) of this title. For complete classification
of this Act to the Code, see section 1461 of this title and
Tables.

AMENDMENTS

1994—Subsec. (a)(1)(A)(iii). Pub. L. 103–325, § 602(a)(62),
substituted ‘‘section’’ for ‘‘sections’’ and ‘‘or’’ for
‘‘and’’.

Subsec. (a)(2). Pub. L. 103–325, § 602(a)(63), inserted pe-
riod at end.

1990—Subsec. (a)(1). Pub. L. 101–647, § 2586(1), struck
out ‘‘, in an amount that exceeds $50,000,’’ after ‘‘recov-
ery’’ in introductory provisions.

Subsec. (a)(2). Pub. L. 101–647, § 2586(2), amended par.
(2) generally. Prior to amendment, par. (2) read as fol-
lows: ‘‘a forfeiture under section 981 or 982 of title 18
that—

‘‘(A) arises in connection with a depository institu-
tion insured by the Federal Deposit Insurance Cor-
poration; and

‘‘(B) exceeds $50,000.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4225 of this title.

§ 1831l. Coordination of risk analysis between
SEC and Federal banking agencies

Any appropriate Federal banking agency shall
notify the Securities and Exchange Commission
of any concerns of the agency regarding signifi-
cant financial or operational risks to any reg-
istered broker or dealer, or any registered mu-
nicipal securities dealer, government securities
broker, or government securities dealer for
which the Commission is the appropriate regu-
latory agency (as defined in section 78c of title
15), resulting from the activities of any insured
depository institution, any depository institu-
tion holding company, or any affiliate of any
such institution or company if such broker,
dealer, municipal securities dealer, government
securities broker, or government securities deal-
er is an affiliate of any such institution, com-
pany, or affiliate.

(Sept. 21, 1950, ch. 967, § 2[35], as added Pub. L.
101–432, § 7, Oct. 16, 1990, 104 Stat. 975.)

§ 1831m. Early identification of needed improve-
ments in financial management

(a) Annual report on financial condition and
management

(1) Report required
Each insured depository institution shall

submit an annual report to the Corporation,
the appropriate Federal banking agency, and
any appropriate State bank supervisor (includ-
ing any State bank supervisor of a host State).
(2) Contents of report

Any annual report required under paragraph
(1) shall contain—

(A) the information required to be pro-
vided by—

(i) the institution’s management under
subsection (b) of this section; and

(ii) an independent public accountant
under subsections (c) and (d) of this sec-
tion; and
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(B) such other information as the Corpora-
tion and the appropriate Federal banking
agency may determine to be necessary to as-
sess the financial condition and manage-
ment of the institution.

(3) Public availability
Any annual report required under paragraph

(1) shall be available for public inspection.
Notwithstanding the preceding sentence, the
Corporation and the appropriate Federal bank-
ing agencies may designate certain informa-
tion as privileged and confidential and not
available to the public.

(b) Management responsibility for financial
statements and internal controls

Each insured depository institution shall pre-
pare—

(1) annual financial statements in accord-
ance with generally accepted accounting prin-
ciples and such other disclosure requirements
as the Corporation and the appropriate Fed-
eral banking agency may prescribe; and

(2) a report signed by the chief executive of-
ficer and the chief accounting or financial offi-
cer of the institution which contains—

(A) a statement of the management’s re-
sponsibilities for—

(i) preparing financial statements;
(ii) establishing and maintaining an ade-

quate internal control structure and proce-
dures for financial reporting; and

(iii) complying with the laws and regula-
tions relating to safety and soundness
which are designated by the Corporation
and the appropriate Federal banking agen-
cy; and

(B) an assessment, as of the end of the in-
stitution’s most recent fiscal year, of—

(i) the effectiveness of such internal con-
trol structure and procedures; and

(ii) the institution’s compliance with the
laws and regulations relating to safety and
soundness which are designated by the
Corporation and the appropriate Federal
banking agency.

(c) Internal control evaluation and reporting re-
quirements for independent public account-
ants

(1) In general
With respect to any internal control report

required by subsection (b)(2) of this section of
any institution, the institution’s independent
public accountant shall attest to, and report
separately on, the assertions of the institu-
tion’s management contained in such report.
(2) Attestation requirements

Any attestation pursuant to paragraph (1)
shall be made in accordance with generally ac-
cepted standards for attestation engagements.

(d) Annual independent audits of financial state-
ments

(1) Audits required
The Corporation, in consultation with the

appropriate Federal banking agencies, shall
prescribe regulations requiring that each in-
sured depository institution shall have an an-
nual independent audit made of the institu-

tion’s financial statements by an independent
public accountant in accordance with gener-
ally accepted auditing standards and section
1831n of this title.
(2) Scope of audit

In connection with any audit under this sub-
section, the independent public accountant
shall determine and report whether the finan-
cial statements of the institution—

(A) are presented fairly in accordance with
generally accepted accounting principles;
and

(B) comply with such other disclosure re-
quirements as the Corporation and the ap-
propriate Federal banking agency may pre-
scribe.

(3) Requirements for insured subsidiaries of
holding companies

The requirements for an independent audit
under this subsection may be satisfied for in-
sured depository institutions that are subsidi-
aries of a holding company by an independent
audit of the holding company.

(e) Repealed. Pub. L. 104�208, div. A, title II,
§ 2301(a), Sept. 30, 1996, 110 Stat. 3009�419

(f) Form and content of reports and auditing
standards

(1) In general
The scope of each report by an independent

public accountant pursuant to this section,
and the procedures followed in preparing such
report, shall meet or exceed the scope and pro-
cedures required by generally accepted audit-
ing standards and other applicable standards
recognized by the Corporation.
(2) Consultation

The Corporation shall consult with the other
appropriate Federal banking agencies in im-
plementing this subsection.

(g) Improved accountability
(1) Independent audit committee

(A) Establishment
Each insured depository institution (to

which this section applies) shall have an
independent audit committee entirely made
up of outside directors who are independent
of management of the institution, except as
provided in subparagraph (D), and who sat-
isfy any specific requirements the Corpora-
tion may establish.
(B) Duties

An independent audit committee’s duties
shall include reviewing with management
and the independent public accountant the
basis for the reports issued under sub-
sections (b)(2), (c), and (d) of this section.
(C) Criteria applicable to committees of large

insured depository institutions
In the case of each insured depository in-

stitution which the Corporation determines
to be a large institution, the audit commit-
tee required by subparagraph (A) shall—

(i) include members with banking or re-
lated financial management expertise;

(ii) have access to the committee’s own
outside counsel; and



Page 1097 TITLE 12—BANKS AND BANKING § 1831m

(iii) not include any large customers of
the institution.

(D) Exemption authority
(i) In general

An appropriate Federal banking agency
may, by order or regulation, permit the
independent audit committee of an insured
depository institution to be made up of
less than all, but no fewer than a majority
of, outside directors, if the agency deter-
mines that the institution has encountered
hardships in retaining and recruiting a suf-
ficient number of competent outside direc-
tors to serve on the internal audit commit-
tee of the institution.
(ii) Factors to be considered

In determining whether an insured de-
pository institution has encountered hard-
ships referred to in clause (i), the appro-
priate Federal banking agency shall con-
sider factors such as the size of the institu-
tion, and whether the institution has made
a good faith effort to elect or name addi-
tional competent outside directors to the
board of directors of the institution who
may serve on the internal audit commit-
tee.

(2) Review of quarterly reports of large in-
sured depository institutions

(A) In general
In the case of any insured depository insti-

tution which the Corporation has deter-
mined to be a large institution, the Corpora-
tion may require the independent public ac-
countant retained by such institution to per-
form reviews of the institution’s quarterly
financial reports in accordance with proce-
dures agreed upon by the Corporation.
(B) Report to audit committee

The independent public accountant re-
ferred to in subparagraph (A) shall provide
the audit committee of the insured deposi-
tory institution with reports on the reviews
under such subparagraph and the audit com-
mittee shall provide such reports to the Cor-
poration, any appropriate Federal banking
agency, and any appropriate State bank su-
pervisor.
(C) Limitation on notice

Reports provided under subparagraph (B)
shall be only for the information and use of
the insured depository institution, the Cor-
poration, any appropriate Federal banking
agency, and any State bank supervisor that
received the report.
(D) Notice to institution

The Corporation shall promptly notify an
insured depository institution, in writing, of
a determination pursuant to subparagraph
(A) to require a review of such institution’s
quarterly financial reports.

(3) Qualifications of independent public ac-
countants

(A) In general
All audit services required by this section

shall be performed only by an independent
public accountant who—

(i) has agreed to provide related working
papers, policies, and procedures to the Cor-
poration, any appropriate Federal banking
agency, and any State bank supervisor, if
requested; and

(ii) has received a peer review that meets
guidelines acceptable to the Corporation.

(B) Reports on peer reviews
Reports on peer reviews shall be filed with

the Corporation and made available for pub-
lic inspection.

(4) Enforcement actions
(A) In general

In addition to any authority contained in
section 1818 of this title, the Corporation or
an appropriate Federal banking agency may
remove, suspend, or bar an independent pub-
lic accountant, upon a showing of good
cause, from performing audit services re-
quired by this section.

(B) Joint rulemaking
The appropriate Federal banking agencies

shall jointly issue rules of practice to imple-
ment this paragraph.

(5) Notice by accountant of termination of
services

Any independent public accountant perform-
ing an audit under this section who subse-
quently ceases to be the accountant for the in-
stitution shall promptly notify the Corpora-
tion and each appropriate Federal banking
agency pursuant to such rules as the Corpora-
tion and each appropriate Federal banking
agency shall prescribe.

(h) Exchange of reports and information
(1) Report to the independent auditor

(A) In general
Each insured depository institution which

has engaged the services of an independent
auditor to audit such institution shall trans-
mit to the auditor a copy of the most recent
report of condition made by the institution
(pursuant to this chapter or any other provi-
sion of law) and a copy of the most recent re-
port of examination received by the institu-
tion.

(B) Additional information
In addition to the copies of the reports re-

quired to be provided under subparagraph
(A), each insured depository institution
shall provide the auditor with—

(i) a copy of any supervisory memoran-
dum of understanding with such institu-
tion and any written agreement between
such institution and any appropriate Fed-
eral banking agency or any appropriate
State bank supervisor which is in effect
during the period covered by the audit; and

(ii) a report of—
(I) any action initiated or taken by the

appropriate Federal banking agency or
the Corporation during such period
under subsection (a), (b), (c), (e), (g), (i),
(s), or (t) of section 1818 of this title;

(II) any action taken by any appro-
priate State bank supervisor under State
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law which is similar to any action re-
ferred to in subclause (I); or

(III) any assessment of any civil money
penalty under any other provision of law
with respect to the institution or any in-
stitution-affiliated party.

(2) Reports to banking agencies
(A) Independent auditor reports

Each insured depository institution shall
provide to the Corporation, any appropriate
Federal banking agency, and any appro-
priate State bank supervisor, a copy of each
audit report and any qualification to such
report, any management letter, and any
other report within 15 days of receipt of any
such report, qualification, or letter from the
institution’s independent auditors.

(B) Notice of change of auditor
Each insured depository institution shall

provide written notification to the Corpora-
tion, the appropriate Federal banking agen-
cy, and any appropriate State bank super-
visor of the resignation or dismissal of the
institution’s independent auditor or the en-
gagement of a new independent auditor by
the institution, including a statement of the
reasons for such change within 15 calendar
days of the occurrence of the event.

(i) Requirements for insured subsidiaries of
holding companies

(1) In general
Except with respect to any audit require-

ments established under or pursuant to sub-
section (d) of this section, the requirements of
this section may be satisfied for insured depos-
itory institutions that are subsidiaries of a
holding company, if—

(A) services and functions comparable to
those required under this section are pro-
vided at the holding company level; and

(B) the institution—
(i) has total assets, as of the beginning of

such fiscal year, of less than $5,000,000,000;
or

(ii) has—
(I) total assets, as of the beginning of

such fiscal year, of $5,000,000,000, or
more; and

(II) a CAMEL composite rating of 1 or
2 under the Uniform Financial Institu-
tions Rating System (or an equivalent
rating by any such agency under a com-
parable rating system) as of the most re-
cent examination of such institution by
the Corporation or the appropriate Fed-
eral banking agency.

(2) Large institutions
For purposes of this subsection, in the case

of an insured depository institution described
in paragraph (1)(B)(ii) that the Corporation de-
termines to be a large institution, the audit
committee of the holding company of such an
institution shall not include any large cus-
tomers of the institution.

(3) Applicability based on risk to fund
The appropriate Federal banking agency

may require an institution with total assets in

excess of $9,000,000,000 to comply with this sec-
tion, notwithstanding the exemption provided
by this subsection, if it determines that such
exemption would create a significant risk to
the affected deposit insurance fund if applied
to that institution.

(j) Exemption for small depository institutions
This section shall not apply with respect to

any fiscal year of any insured depository insti-
tution the total assets of which, as of the begin-
ning of such fiscal year, are less than the great-
er of—

(1) $150,000,000; or
(2) such amount (in excess of $150,000,000) as

the Corporation may prescribe by regulation.

(Sept. 21, 1950, ch. 967, § 2[36], as added Pub. L.
102–242, title I, § 112(a), Dec. 19, 1991, 105 Stat.
2242; amended Pub. L. 102–550, title XVI,
§ 1603(b)(3), Oct. 28, 1992, 106 Stat. 4079; Pub. L.
103–325, title III, § 314, Sept. 23, 1994, 108 Stat.
2221; Pub. L. 104–208, div. A, title II, §§ 2301,
2704(d)(14)(Z), Sept. 30, 1996, 110 Stat. 3009–419,
3009–494.)

AMENDMENTS

1996—Subsec. (a)(3). Pub. L. 104–208, § 2301(c), inserted
at end ‘‘Notwithstanding the preceding sentence, the
Corporation and the appropriate Federal banking agen-
cies may designate certain information as privileged
and confidential and not available to the public.’’

Subsec. (e). Pub. L. 104–208, § 2301(a), inserted ‘‘[Re-
pealed]’’ and struck out heading and text of subsec. (e).
Text read as follows:

‘‘(1) IN GENERAL—An independent public accountant
shall apply procedures agreed upon by the Corporation
to objectively determine the extent of the compliance
of any insured depository institution or depository in-
stitution holding company with laws and regulations
designated by the Corporation, in consultation with the
appropriate Federal banking agencies.

‘‘(2) ATTESTATION REQUIREMENTS—Any attestation
pursuant to paragraph (1) shall be made in accordance
with generally accepted standards for attestation en-
gagements.’’

Subsec. (g)(1)(A). Pub. L. 104–208, § 2301(b)(1), inserted
‘‘, except as provided in subparagraph (D)’’ after ‘‘man-
agement of the institution’’.

Subsec. (g)(1)(D). Pub. L. 104–208, § 2301(b)(2), added
subpar. (D).

Subsec. (i)(3). Pub. L. 104–208, § 2704(d)(14)(Z), which
directed substitution of ‘‘Deposit Insurance Fund’’ for
‘‘affected deposit insurance fund’’, was not executed.
See Effective Date of 1996 Amendment note below.

1994—Subsec. (g)(2)(D). Pub. L. 103–325, § 314(b), added
subpar. (D).

Subsec. (i). Pub. L. 103–325, § 314(a), inserted par. (1)
designation and heading before ‘‘Except with respect
to’’, redesignated former par. (1) as subpar. (A) of par.
(1), added subpar. (B) of par. (1) and pars. (2) and (3), and
struck out former par. (2) which read as follows: ‘‘ei-
ther—

‘‘(A) the institution has total assets, as of the be-
ginning of such fiscal year, of less than $5,000,000,000;
or

‘‘(B) the institution—
‘‘(i) has total assets, as of the beginning of such

fiscal year, of more than $5,000,000,000 and less than
$9,000,000,000; and

‘‘(ii) has a CAMEL composite rating of 1 or 2
under the Uniform Financial Institutions Rating
System (or an equivalent rating by any such agen-
cy under a comparable rating system) as of the
most recent examination of such institution by the
Corporation or the appropriate Federal banking
agency.’’
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1992—Subsec. (b)(2)(A)(iii). Pub. L. 102–550,
§ 1603(b)(3)(A), substituted ‘‘Corporation and’’ for ‘‘Cor-
poration or’’.

Subsec. (g)(3)(A)(i). Pub. L. 102–550, § 1603(b)(3)(B), sub-
stituted ‘‘any appropriate’’ for ‘‘an appropriate’’.

Subsec. (g)(5). Pub. L. 102–550, § 1603(b)(3)(C), inserted
‘‘and each appropriate Federal banking agency’’ after
‘‘Corporation’’ in two places.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by section 2704(d)(14)(Z) of Pub. L. 104–208
effective Jan. 1, 1999, if no insured depository institu-
tion is a savings association on that date, see section
2704(c) of Pub. L. 104–208, set out as a note under section
1821 of this title.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.

EFFECTIVE DATE

Section 112(c), formerly 112(b), of Pub. L. 102–242, as
redesignated by Pub. L. 102–550, title XVI,
§ 1603(b)(2)(A), Oct. 28, 1992, 106 Stat. 4079, provided that:
‘‘The requirements established by the amendment
made by subsection (a) [enacting this section] shall
apply with respect to fiscal years of insured depository
institutions which begin after December 31, 1992.’’

§ 1831m�1. Reports of information regarding safe-
ty and soundness of depository institutions

(a) Reports to appropriate Federal banking agen-
cies

(1) In general
The Attorney General, the Secretary of the

Treasury, and the head of any other agency or
instrumentality of the United States shall, un-
less otherwise prohibited by law, disclose to
the appropriate Federal banking agency any
information that the Attorney General, the
Secretary of the Treasury, or such agency
head believes raises significant concerns re-
garding the safety or soundness of any deposi-
tory institution doing business in the United
States.

(2) Exceptions
(A) Intelligence information

(i) In general
The Director of Central Intelligence

shall disclose to the Attorney General or
the Secretary of the Treasury any intel-
ligence information that would otherwise
be reported to an appropriate Federal
banking agency pursuant to paragraph (1).
After consultation with the Director of
Central Intelligence, the Attorney General
or the Secretary of the Treasury, shall dis-
close the intelligence information to the
appropriate Federal banking agency.

(ii) Procedures for receipt of intelligence
information

Each appropriate Federal banking agen-
cy, in consultation with the Director of
Central Intelligence, shall establish proce-
dures for receipt of intelligence informa-
tion that are adequate to protect the intel-
ligence information.

(B) Criminal investigations, safety of Govern-
ment investigators, informants, and wit-
nesses

If the Attorney General, the Secretary of
the Treasury or their respective designees
determines that the disclosure of informa-
tion pursuant to paragraph (1) may jeopard-
ize a pending civil investigation or litiga-
tion, or a pending criminal investigation or
prosecution, may result in serious bodily in-
jury or death to Government employees, in-
formants, witnesses or their respective fami-
lies, or may disclose sensitive investigative
techniques and methods, the Attorney Gen-
eral or the Secretary of the Treasury shall—

(i) provide the appropriate Federal bank-
ing agency a description of the informa-
tion that is as specific as possible without
jeopardizing the investigation, litigation,
or prosecution, threatening serious bodily
injury or death to Government employees,
informants, or witnesses or their respec-
tive families, or disclosing sensitive inves-
tigation techniques and methods; and

(ii) permit a full review of the informa-
tion by the Federal banking agency at a
location and under procedures that the At-
torney General determines will ensure the
effective protection of the information
while permitting the Federal banking
agency to ensure the safety and soundness
of any depository institution.

(C) Grand jury investigations; criminal pro-
cedure

Paragraph (1) shall not—
(i) apply to the receipt of information by

an agency or instrumentality in connec-
tion with a pending grand jury investiga-
tion; or

(ii) be construed to require disclosure of
information prohibited by rule 6 of the
Federal Rules of Criminal Procedure.

(b) Procedures for receipt of disclosure reports
(1) In general

Within 90 days after October 28, 1992, each
appropriate Federal banking agency shall es-
tablish procedures for receipt of a disclosure
report by an agency or instrumentality made
in accordance with subsection (a)(1) of this
section. The procedures established in accord-
ance with this subsection shall ensure ade-
quate protection of information disclosed, in-
cluding access control and information ac-
countability.
(2) Procedures related to each disclosure re-

port
Upon receipt of a report in accordance with

subsection (a)(1) of this section, the appro-
priate Federal banking agency shall—

(A) consult with the agency or instrumen-
tality that made the disclosure regarding
the adequacy of the procedures established
pursuant to paragraph (1), and

(B) adjust the procedures to ensure ade-
quate protection of the information dis-
closed.

(c) Effect on agencies
This section does not impose an affirmative

duty on the Attorney General, the Secretary of
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1 See References in Text note below.

the Treasury, or the head of any agency or in-
strumentality of the United States to collect
new or to review existing information.

(d) Definitions
For purposes of this section, the terms ‘‘appro-

priate Federal banking agency’’ and ‘‘depository
institution’’ have the same meanings as in sec-
tion 1818 of this title.

(Pub. L. 102–550, title XV, § 1542, Oct. 28, 1992, 106
Stat. 4067; Pub. L. 105–362, title X, § 1001(f), Nov.
10, 1998, 112 Stat. 3292.)

REFERENCES IN TEXT

Rule 6 of the Federal Rules of Criminal Procedure, re-
ferred to in subsec. (a)(2)(C)(ii), is set out in the Appen-
dix to Title 18, Crimes and Criminal Procedure.

CODIFICATION

Section was enacted as part of the Annunzio-Wylie
Anti-Money Laundering Act and also as part of the
Housing and Community Development Act of 1992, and
not as part of the Federal Deposit Insurance Act which
comprises this chapter.

AMENDMENTS

1998—Subsec. (e). Pub. L. 105–362 struck out heading
and text of subsec. (e). Text read as follows: ‘‘The At-
torney General and the Secretary of the Treasury shall
report to the Committee on Banking, Housing, and
Urban Affairs of the Senate and the Committee on
Banking, Finance and Urban Affairs of the House of
Representatives, not later than 90 days after the end of
each calendar year on their utilization of the excep-
tions provided in subsection (a)(1)(B) of this section.’’

§ 1831n. Accounting objectives, standards, and re-
quirements

(a) In general
(1) Objectives

Accounting principles applicable to reports
or statements required to be filed with Federal
banking agencies by insured depository insti-
tutions should—

(A) result in financial statements and re-
ports of condition that accurately reflect
the capital of such institutions;

(B) facilitate effective supervision of the
institutions; and

(C) facilitate prompt corrective action to
resolve the institutions at the least cost to
the insurance funds.

(2) Standards
(A) Uniform accounting principles consistent

with GAAP
Subject to the requirements of this chap-

ter and any other provision of Federal law,
the accounting principles applicable to re-
ports or statements required to be filed with
Federal banking agencies by all insured de-
pository institutions shall be uniform and
consistent with generally accepted account-
ing principles.

(B) Stringency
If the appropriate Federal banking agency

or the Corporation determines that the ap-
plication of any generally accepted account-
ing principle to any insured depository insti-
tution is inconsistent with the objectives de-
scribed in paragraph (1), the agency or the

Corporation may, with respect to reports or
statements required to be filed with such
agency or Corporation, prescribe an account-
ing principle which is applicable to such in-
stitutions which is no less stringent than
generally accepted accounting principles.

(3) Review and implementation of accounting
principles required

Before the end of the 1-year period beginning
on December 19, 1991, each appropriate Federal
banking agency shall take the following ac-
tions:

(A) Review of accounting principles
Review—

(i) all accounting principles used by de-
pository institutions with respect to re-
ports or statements required to be filed
with a Federal banking agency;

(ii) all requirements established by the
agency with respect to such accounting
procedures; and

(iii) the procedures and format for re-
ports to the agency, including reports of
condition.

(B) Modification of noncomplying measures
Modify or eliminate any accounting prin-

ciple or reporting requirement of such Fed-
eral agency which the agency determines
fails to comply with the objectives and
standards established under paragraphs (1)
and (2).
(C) Inclusion of ��off balance sheet�� items

Develop and prescribe regulations which
require that all assets and liabilities, includ-
ing contingent assets and liabilities, of in-
sured depository institutions be reported in,
or otherwise taken into account in the prep-
aration of any balance sheet, financial state-
ment, report of condition, or other report of
such institution, required to be filed with a
Federal banking agency.

(b) Uniform accounting of capital standards
(1) In general

Each appropriate Federal banking agency
shall maintain uniform accounting standards
to be used for determining compliance with
statutory or regulatory requirements of depos-
itory institutions.
(2) Transition provision

Any standards in effect on December 19, 1991,
under section 1833d 1 of this title shall con-
tinue in effect after December 19, 1991, until
amended by the appropriate Federal banking
agency under paragraph (1).

(c) Reports to banking committees
(1) Annual reports required

The Federal banking agencies shall jointly
submit an annual report to the Committee on
Banking, Finance and Urban Affairs of the
House of Representatives and the Committee
on Banking, Housing, and Urban Affairs of the
Senate containing a description of any dif-
ference between any accounting or capital
standard used by any such agency and any ac-
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counting or capital standard used by any other
agency.
(2) Explanation of reasons for discrepancy

Each report submitted under paragraph (1)
shall contain an explanation of the reasons for
any discrepancy between any accounting or
capital standard used by any such agency and
any accounting or capital standard used by
any other agency.
(3) Publication

Each report under this subsection shall be
published in the Federal Register.

(Sept. 21, 1950, ch. 967, § 2[37], as added Pub. L.
102–242, title I, § 121(a), Dec. 19, 1991, 105 Stat.
2250; amended Pub. L. 106–569, title XII, §§ 1221,
1223, Dec. 27, 2000, 114 Stat. 3036.)

REFERENCES IN TEXT

Section 1833d, referred to in subsec. (b)(2), was re-
pealed by Pub. L. 102–242, title I, § 121(b), Dec. 19, 1991,
105 Stat. 2251.

AMENDMENTS

2000—Subsec. (a)(3)(D). Pub. L. 106–569, § 1221, struck
out heading and text of subpar. (D). Text read as fol-
lows: ‘‘Develop jointly with the other appropriate Fed-
eral banking agencies a method for insured depository
institutions to provide supplemental disclosure of the
estimated fair market value of assets and liabilities, to
the extent feasible and practicable, in any balance
sheet, financial statement, report of condition, or other
report of any insured depository institution required to
be filed with a Federal banking agency.’’

Subsec. (c)(1). Pub. L. 106–569, § 1223, substituted ‘‘The
Federal banking agencies shall jointly submit an an-
nual report’’ for ‘‘Each appropriate Federal banking
agency shall annually submit a report’’ and inserted
‘‘any’’ before ‘‘such agency’’.

Subsec. (c)(2). Pub. L. 106–569, § 1223(2), inserted ‘‘any’’
before ‘‘such agency’’.

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

RISK-WEIGHTING OF HOUSING LOANS FOR PURPOSES OF
CAPITAL REQUIREMENTS

Pub. L. 102–233, title VI, § 618, Dec. 12, 1991, 105 Stat.
1789, provided that:

‘‘(a) SINGLE FAMILY HOUSING LOANS.—
‘‘(1) 50 PERCENT RISK-WEIGHTED CLASSIFICATION.—

‘‘(a)[(A)] IN GENERAL.—To provide consistent reg-
ulatory treatment of loans made for the construc-
tion of single family housing, not later than the ex-
piration of the 120-day period beginning on the date
of this Act [probably means date of enactment, Dec.
12, 1991] each Federal banking agency shall amend
the regulations and guidelines of the agency estab-
lishing minimum acceptable capital levels to pro-
vide that any single family residence construction
loan described under subparagraph (B) shall be con-
sidered as a loan within the 50 percent risk-weight-
ed category.

‘‘(B) REQUIREMENTS.—Subparagraph (A) shall
apply to any construction loan—

‘‘(i) made for the construction of a residence
consisting of 1 to 4 dwelling units;

‘‘(ii) under which the lender has acquired from
the lender originating the mortgage loan for pur-
chase of the residence, before the making of the
construction loan—

‘‘(I) documentation demonstrating that the
buyer of the residence intends to purchase the
residence and has the ability to obtain a mort-
gage loan sufficient to purchase the residence;
and

‘‘(II) any other documentation from the mort-
gage lender that the appropriate Federal bank-
ing agency may consider appropriate to provide
assurance of the buyer’s intent to purchase the
property (including written commitments and
letters of intent);
‘‘(iii) under which the borrower requires the

buyer of the residence to make a nonrefundable
deposit to the borrower in an amount (as deter-
mined by the appropriate Federal banking agen-
cy) of not less than 1 percent of the principal
amount of mortgage loan obtained by the bor-
rower for purchase of the residence, for use in de-
fraying costs relating to any cancellation of the
purchase contract of the buyer; and

‘‘(iv) that meets any other underwriting charac-
teristics that the appropriate Federal banking
agency may establish, consistent with the pur-
poses of the minimum acceptable capital require-
ments to maintain the safety and soundness of fi-
nancial institutions.

‘‘(2) 100 PERCENT RISK-WEIGHTED CLASSIFICATION.—
Not later than the expiration of the 120-day period be-
ginning on the date of this Act [Dec. 12, 1991] each
Federal banking agency shall amend the regulations
and guidelines of the agency establishing minimum
acceptable capital levels to provide that—

‘‘(A) any single family residence construction
loan for a residence for which the purchase contract
is canceled shall be considered as a loan within the
100 percent risk-weighted category; and

‘‘(B) the lender of any single family residence
construction loan shall promptly notify the appro-
priate Federal banking agency of any such can-
cellation.

‘‘(b) MULTIFAMILY HOUSING LOANS.—
‘‘(1) 50 PERCENT RISK-WEIGHTED CLASSIFICATION.—

‘‘(A) IN GENERAL.—To provide consistent regu-
latory treatment of loans made for the purchase of
multifamily rental and homeowner properties, not
later than the expiration of the 120-day period be-
ginning on the date of this Act [Dec. 12, 1991] each
Federal banking agency shall amend the regula-
tions and guidelines of the agency establishing min-
imum acceptable capital levels to provide that any
multifamily housing loan described under subpara-
graph (B) and any security collateralized by such a
loan shall be considered as a loan or security within
the 50 percent risk-weighted category.

‘‘(B) REQUIREMENTS.—Subparagraph (A) shall
apply to any loan—

‘‘(i) secured by a first lien on a residence con-
sisting of more than 4 dwelling units;

‘‘(ii) under which—
‘‘(I) the rate of interest does not change over

the term of the loan, (b) the principal obliga-
tion does not exceed 80 percent of the appraised
value of the property, and (c) the ratio of an-
nual net operating income generated by the
property (before payment of any debt service on
the loan) to annual debt service on the loan is
not less than 120 percent; or

‘‘(II) the rate of interest changes over the
term of the loan, (b) the principal obligation
does not exceed 75 percent of the appraised
value of the property, and (c) the ratio of an-
nual net operating income generated by the
property (before payment of any debt service on
the loan) to annual debt service on the loan is
not less than 115 percent;
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‘‘(iii) under which—
‘‘(I) amortization of principal and interest oc-

curs over a period of not more than 30 years;
‘‘(II) the minimum maturity for repayment of

principal is not less than 7 years; and
‘‘(III) timely payment of all principal and in-

terest, in accordance with the terms of the
loan, occurs for a period of not less than 1 year;
and
‘‘(iv) that meets any other underwriting charac-

teristics that the appropriate Federal banking
agency may establish, consistent with the pur-
poses of the minimum acceptable capital require-
ments to maintain the safety and soundness of fi-
nancial institutions.

‘‘(2) SALE PURSUANT TO PRO RATA LOSS SHARING AR-
RANGEMENTS.—Not later than the expiration of the
120-day period beginning on the date of this Act [Dec.
12, 1991], each Federal banking agency shall amend
the regulations and guidelines of the agency estab-
lishing minimum acceptable capital levels to provide
that any loan fully secured by a first lien on a multi-
family housing property that is sold subject to a pro
rata loss sharing arrangement by an institution sub-
ject to the jurisdiction of the agency shall be treated
as sold to the extent that loss is incurred by the pur-
chaser of the loan. For purposes of this paragraph,
the term ‘pro rata loss sharing arrangement’ means
an agreement providing that the purchaser of a loan
shares in any loss incurred on the loan with the sell-
ing institution on a pro rata basis.

‘‘(3) SALE PURSUANT TO OTHER ARRANGEMENTS FOR
LOSS.—Not later than the expiration of the 180-day
period beginning on the date of the enactment of this
Act [Dec. 12, 1991], each Federal banking agency shall
amend the regulations and guidelines of the agency
establishing minimum acceptable capital levels to
take into account other loss sharing arrangements,
in connection with the sale by an institution subject
to the jurisdiction of the agency of any loan that is
fully secured by a first lien on multifamily housing
property, for purposes of determining the extent to
which such loans shall be treated as sold. For pur-
poses of this paragraph, the term ‘other loss sharing
arrangement’ means an agreement providing that the
purchaser of a loan shares in any loss incurred on the
loan with the selling institution on other than a pro
rata basis.
‘‘(c) APPROPRIATE FEDERAL BANKING AGENCY.—For

purposes of this section, the term ‘Federal banking
agency’ means the Board of Governors of the Federal
Reserve System, the Federal Deposit Insurance Cor-
poration, the Comptroller of the Currency, and the Di-
rector of the Office of Thrift Supervision.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1831m of this
title.

§ 1831o. Prompt corrective action

(a) Resolving problems to protect deposit insur-
ance funds

(1) Purpose
The purpose of this section is to resolve the

problems of insured depository institutions at
the least possible long-term loss to the deposit
insurance fund.
(2) Prompt corrective action required

Each appropriate Federal banking agency
and the Corporation (acting in the Corpora-
tion’s capacity as the insurer of depository in-
stitutions under this chapter) shall carry out
the purpose of this section by taking prompt
corrective action to resolve the problems of
insured depository institutions.

(b) Definitions
For purposes of this section:

(1) Capital categories
(A) Well capitalized

An insured depository institution is ‘‘well
capitalized’’ if it significantly exceeds the
required minimum level for each relevant
capital measure.
(B) Adequately capitalized

An insured depository institution is ‘‘ade-
quately capitalized’’ if it meets the required
minimum level for each relevant capital
measure.
(C) Undercapitalized

An insured depository institution is
‘‘undercapitalized’’ if it fails to meet the re-
quired minimum level for any relevant cap-
ital measure.
(D) Significantly undercapitalized

An insured depository institution is ‘‘sig-
nificantly undercapitalized’’ if it is signifi-
cantly below the required minimum level for
any relevant capital measure.
(E) Critically undercapitalized

An insured depository institution is ‘‘criti-
cally undercapitalized’’ if it fails to meet
any level specified under subsection (c)(3)(A)
of this section.

(2) Other definitions
(A) Average

(i) In general
The ‘‘average’’ of an accounting item

(such as total assets or tangible equity)
during a given period means the sum of
that item at the close of business on each
business day during that period divided by
the total number of business days in that
period.
(ii) Agency may permit weekly averaging

for certain institutions
In the case of insured depository institu-

tions that have total assets of less than
$300,000,000 and normally file reports of
condition reflecting weekly (rather than
daily) averages of accounting items, the
appropriate Federal banking agency may
provide that the ‘‘average’’ of an account-
ing item during a given period means the
sum of that item at the close of business
on the relevant business day each week
during that period divided by the total
number of weeks in that period.

(B) Capital distribution
The term ‘‘capital distribution’’ means—

(i) a distribution of cash or other prop-
erty by any insured depository institution
or company to its owners made on account
of that ownership, but not including—

(I) any dividend consisting only of
shares of the institution or company or
rights to purchase such shares; or

(II) any amount paid on the deposits of
a mutual or cooperative institution that
the appropriate Federal banking agency
determines is not a distribution for pur-
poses of this section;

(ii) a payment by an insured depository
institution or company to repurchase, re-
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deem, retire, or otherwise acquire any of
its shares or other ownership interests, in-
cluding any extension of credit to finance
an affiliated company’s acquisition of
those shares or interests; or

(iii) a transaction that the appropriate
Federal banking agency or the Corpora-
tion determines, by order or regulation, to
be in substance a distribution of capital to
the owners of the insured depository insti-
tution or company.

(C) Capital restoration plan
The term ‘‘capital restoration plan’’

means a plan submitted under subsection
(e)(2) of this section.
(D) Company

The term ‘‘company’’ has the same mean-
ing as in section 1841 of this title.
(E) Compensation

The term ‘‘compensation’’ includes any
payment of money or provision of any other
thing of value in consideration of employ-
ment.
(F) Relevant capital measure

The term ‘‘relevant capital measure’’
means the measures described in subsection
(c) of this section.
(G) Required minimum level

The term ‘‘required minimum level’’
means, with respect to each relevant capital
measure, the minimum acceptable capital
level specified by the appropriate Federal
banking agency by regulation.
(H) Senior executive officer

The term ‘‘senior executive officer’’ has
the same meaning as the term ‘‘executive of-
ficer’’ in section 375b of this title.
(I) Subordinated debt

The term ‘‘subordinated debt’’ means debt
subordinated to the claims of general credi-
tors.

(c) Capital standards
(1) Relevant capital measures

(A) In general
Except as provided in subparagraph (B)(ii),

the capital standards prescribed by each ap-
propriate Federal banking agency shall in-
clude—

(i) a leverage limit; and
(ii) a risk-based capital requirement.

(B) Other capital measures
An appropriate Federal banking agency

may, by regulation—
(i) establish any additional relevant cap-

ital measures to carry out the purpose of
this section; or

(ii) rescind any relevant capital measure
required under subparagraph (A) upon de-
termining (with the concurrence of the
other Federal banking agencies) that the
measure is no longer an appropriate means
for carrying out the purpose of this sec-
tion.

(2) Capital categories generally
Each appropriate Federal banking agency

shall, by regulation, specify for each relevant

capital measure the levels at which an insured
depository institution is well capitalized, ade-
quately capitalized, undercapitalized, and sig-
nificantly undercapitalized.

(3) Critical capital
(A) Agency to specify level

(i) Leverage limit
Each appropriate Federal banking agen-

cy shall, by regulation, in consultation
with the Corporation, specify the ratio of
tangible equity to total assets at which an
insured depository institution is critically
undercapitalized.

(ii) Other relevant capital measures
The agency may, by regulation, specify

for 1 or more other relevant capital meas-
ures, the level at which an insured deposi-
tory institution is critically under-
capitalized.

(B) Leverage limit range
The level specified under subparagraph

(A)(i) shall require tangible equity in an
amount—

(i) not less than 2 percent of total assets;
and

(ii) except as provided in clause (i), not
more than 65 percent of the required mini-
mum level of capital under the leverage
limit.

(C) FDIC�s concurrence required
The appropriate Federal banking agency

shall not, without the concurrence of the
Corporation, specify a level under subpara-
graph (A)(i) lower than that specified by the
Corporation for State nonmember insured
banks.

(d) Provisions applicable to all institutions
(1) Capital distributions restricted

(A) In general
An insured depository institution shall

make no capital distribution if, after mak-
ing the distribution, the institution would
be undercapitalized.

(B) Exception
Notwithstanding subparagraph (A), the ap-

propriate Federal banking agency may per-
mit, after consultation with the Corpora-
tion, an insured depository institution to re-
purchase, redeem, retire, or otherwise ac-
quire shares or ownership interests if the re-
purchase, redemption, retirement, or other
acquisition—

(i) is made in connection with the issu-
ance of additional shares or obligations of
the institution in at least an equivalent
amount; and

(ii) will reduce the institution’s financial
obligations or otherwise improve the insti-
tution’s financial condition.

(2) Management fees restricted
An insured depository institution shall pay

no management fee to any person having con-
trol of that institution if, after making the
payment, the institution would be under-
capitalized.
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(e) Provisions applicable to undercapitalized in-
stitutions

(1) Monitoring required
Each appropriate Federal banking agency

shall—
(A) closely monitor the condition of any

undercapitalized insured depository institu-
tion;

(B) closely monitor compliance with cap-
ital restoration plans, restrictions, and re-
quirements imposed under this section; and

(C) periodically review the plan, restric-
tions, and requirements applicable to any
undercapitalized insured depository institu-
tion to determine whether the plan, restric-
tions, and requirements are achieving the
purpose of this section.

(2) Capital restoration plan required
(A) In general

Any undercapitalized insured depository
institution shall submit an acceptable cap-
ital restoration plan to the appropriate Fed-
eral banking agency within the time allowed
by the agency under subparagraph (D).
(B) Contents of plan

The capital restoration plan shall—
(i) specify—

(I) the steps the insured depository in-
stitution will take to become adequately
capitalized;

(II) the levels of capital to be attained
during each year in which the plan will
be in effect;

(III) how the institution will comply
with the restrictions or requirements
then in effect under this section; and

(IV) the types and levels of activities
in which the institution will engage; and

(ii) contain such other information as
the appropriate Federal banking agency
may require.

(C) Criteria for accepting plan
The appropriate Federal banking agency

shall not accept a capital restoration plan
unless the agency determines that—

(i) the plan—
(I) complies with subparagraph (B);
(II) is based on realistic assumptions,

and is likely to succeed in restoring the
institution’s capital; and

(III) would not appreciably increase
the risk (including credit risk, interest-
rate risk, and other types of risk) to
which the institution is exposed; and

(ii) if the insured depository institution
is undercapitalized, each company having
control of the institution has—

(I) guaranteed that the institution will
comply with the plan until the institu-
tion has been adequately capitalized on
average during each of 4 consecutive cal-
endar quarters; and

(II) provided appropriate assurances of
performance.

(D) Deadlines for submission and review of
plans

The appropriate Federal banking agency
shall by regulation establish deadlines
that—

(i) provide insured depository institu-
tions with reasonable time to submit cap-
ital restoration plans, and generally re-
quire an institution to submit a plan not
later than 45 days after the institution be-
comes undercapitalized;

(ii) require the agency to act on capital
restoration plans expeditiously, and gener-
ally not later than 60 days after the plan is
submitted; and

(iii) require the agency to submit a copy
of any plan approved by the agency to the
Corporation before the end of the 45-day
period beginning on the date such approval
is granted.

(E) Guarantee liability limited
(i) In general

The aggregate liability under subpara-
graph (C)(ii) of all companies having con-
trol of an insured depository institution
shall be the lesser of—

(I) an amount equal to 5 percent of the
institution’s total assets at the time the
institution became undercapitalized; or

(II) the amount which is necessary (or
would have been necessary) to bring the
institution into compliance with all cap-
ital standards applicable with respect to
such institution as of the time the insti-
tution fails to comply with a plan under
this subsection.

(ii) Certain affiliates not affected
This paragraph may not be construed

as—
(I) requiring any company not having

control of an undercapitalized insured
depository institution to guarantee, or
otherwise be liable on, a capital restora-
tion plan;

(II) requiring any person other than an
insured depository institution to submit
a capital restoration plan; or

(III) affecting compliance by brokers,
dealers, government securities brokers,
and government securities dealers with
the financial responsibility requirements
of the Securities Exchange Act of 1934 [15
U.S.C. 78a et seq.] and regulations and
orders thereunder.

(3) Asset growth restricted
An undercapitalized insured depository in-

stitution shall not permit its average total as-
sets during any calendar quarter to exceed its
average total assets during the preceding cal-
endar quarter unless—

(A) the appropriate Federal banking agen-
cy has accepted the institution’s capital res-
toration plan;

(B) any increase in total assets is consist-
ent with the plan; and

(C) the institution’s ratio of tangible eq-
uity to assets increases during the calendar
quarter at a rate sufficient to enable the in-
stitution to become adequately capitalized
within a reasonable time.

(4) Prior approval required for acquisitions,
branching, and new lines of business

An undercapitalized insured depository in-
stitution shall not, directly or indirectly, ac-
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quire any interest in any company or insured
depository institution, establish or acquire
any additional branch office, or engage in any
new line of business unless—

(A) the appropriate Federal banking agen-
cy has accepted the insured depository insti-
tution’s capital restoration plan, the institu-
tion is implementing the plan, and the agen-
cy determines that the proposed action is
consistent with and will further the achieve-
ment of the plan; or

(B) the Board of Directors determines that
the proposed action will further the purpose
of this section.

(5) Discretionary safeguards
The appropriate Federal banking agency

may, with respect to any undercapitalized in-
sured depository institution, take actions de-
scribed in any subparagraph of subsection
(f)(2) of this section if the agency determines
that those actions are necessary to carry out
the purpose of this section.

(f) Provisions applicable to significantly under-
capitalized institutions and undercapitalized
institutions that fail to submit and imple-
ment capital restoration plans

(1) In general
This subsection shall apply with respect to

any insured depository institution that—
(A) is significantly undercapitalized; or
(B) is undercapitalized and—

(i) fails to submit an acceptable capital
restoration plan within the time allowed
by the appropriate Federal banking agency
under subsection (e)(2)(D) of this section;
or

(ii) fails in any material respect to im-
plement a plan accepted by the agency.

(2) Specific actions authorized
The appropriate Federal banking agency

shall carry out this section by taking 1 or
more of the following actions:

(A) Requiring recapitalization
Doing 1 or more of the following:

(i) Requiring the institution to sell
enough shares or obligations of the insti-
tution so that the institution will be ade-
quately capitalized after the sale.

(ii) Further requiring that instruments
sold under clause (i) be voting shares.

(iii) Requiring the institution to be ac-
quired by a depository institution holding
company, or to combine with another in-
sured depository institution, if 1 or more
grounds exist for appointing a conservator
or receiver for the institution.

(B) Restricting transactions with affiliates
(i) Requiring the institution to comply

with section 371c of this title as if subsection
(d)(1) of that section (exempting trans-
actions with certain affiliated institutions)
did not apply.

(ii) Further restricting the institution’s
transactions with affiliates.
(C) Restricting interest rates paid

(i) In general
Restricting the interest rates that the

institution pays on deposits to the prevail-

ing rates of interest on deposits of com-
parable amounts and maturities in the re-
gion where the institution is located, as
determined by the agency.
(ii) Retroactive restrictions prohibited

This subparagraph does not authorize
the agency to restrict interest rates paid
on time deposits made before (and not re-
newed or renegotiated after) the agency
acted under this subparagraph.

(D) Restricting asset growth
Restricting the institution’s asset growth

more stringently than subsection (e)(3) of
this section, or requiring the institution to
reduce its total assets.
(E) Restricting activities

Requiring the institution or any of its sub-
sidiaries to alter, reduce, or terminate any
activity that the agency determines poses
excessive risk to the institution.
(F) Improving management

Doing 1 or more of the following:

(i) New election of directors
Ordering a new election for the institu-

tion’s board of directors.

(ii) Dismissing directors or senior execu-
tive officers

Requiring the institution to dismiss
from office any director or senior execu-
tive officer who had held office for more
than 180 days immediately before the in-
stitution became undercapitalized. Dismis-
sal under this clause shall not be con-
strued to be a removal under section 1818
of this title.

(iii) Employing qualified senior executive
officers

Requiring the institution to employ
qualified senior executive officers (who, if
the agency so specifies, shall be subject to
approval by the agency).

(G) Prohibiting deposits from correspondent
banks

Prohibiting the acceptance by the institu-
tion of deposits from correspondent deposi-
tory institutions, including renewals and
rollovers of prior deposits.

(H) Requiring prior approval for capital dis-
tributions by bank holding company

Prohibiting any bank holding company
having control of the insured depository in-
stitution from making any capital distribu-
tion without the prior approval of the Board
of Governors of the Federal Reserve System.

(I) Requiring divestiture
Doing one or more of the following:

(i) Divestiture by the institution
Requiring the institution to divest itself

of or liquidate any subsidiary if the agency
determines that the subsidiary is in danger
of becoming insolvent and poses a signifi-
cant risk to the institution, or is likely to
cause a significant dissipation of the insti-
tution’s assets or earnings.
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(ii) Divestiture by parent company of non-
depository affiliate

Requiring any company having control
of the institution to divest itself of or liq-
uidate any affiliate other than an insured
depository institution if the appropriate
Federal banking agency for that company
determines that the affiliate is in danger
of becoming insolvent and poses a signifi-
cant risk to the institution, or is likely to
cause a significant dissipation of the insti-
tution’s assets or earnings.
(iii) Divestiture of institution

Requiring any company having control
of the institution to divest itself of the in-
stitution if the appropriate Federal bank-
ing agency for that company determines
that divestiture would improve the insti-
tution’s financial condition and future
prospects.

(J) Requiring other action
Requiring the institution to take any

other action that the agency determines will
better carry out the purpose of this section
than any of the actions described in this
paragraph.

(3) Presumption in favor of certain actions
In complying with paragraph (2), the agency

shall take the following actions, unless the
agency determines that the actions would not
further the purpose of this section:

(A) The action described in clause (i) or
(iii) of paragraph (2)(A) (relating to requir-
ing the sale of shares or obligations, or re-
quiring the institution to be acquired by or
combine with another institution).

(B) The action described in paragraph
(2)(B)(i) (relating to restricting transactions
with affiliates).

(C) The action described in paragraph
(2)(C) (relating to restricting interest rates).

(4) Senior executive officers� compensation re-
stricted

(A) In general
The insured depository institution shall

not do any of the following without the prior
written approval of the appropriate Federal
banking agency:

(i) Pay any bonus to any senior execu-
tive officer.

(ii) Provide compensation to any senior
executive officer at a rate exceeding that
officer’s average rate of compensation (ex-
cluding bonuses, stock options, and profit-
sharing) during the 12 calendar months
preceding the calendar month in which the
institution became undercapitalized.

(B) Failing to submit plan
The appropriate Federal banking agency

shall not grant any approval under subpara-
graph (A) with respect to an institution that
has failed to submit an acceptable capital
restoration plan.

(5) Discretion to impose certain additional re-
strictions

The agency may impose 1 or more of the re-
strictions prescribed by regulation under sub-

section (i) of this section if the agency deter-
mines that those restrictions are necessary to
carry out the purpose of this section.
(6) Consultation with other regulators

Before the agency or Corporation makes a
determination under paragraph (2)(I) with re-
spect to an affiliate that is a broker, dealer,
government securities broker, government se-
curities dealer, investment company, or in-
vestment adviser, the agency or Corporation
shall consult with the Securities and Ex-
change Commission and, in the case of any
other affiliate which is subject to any finan-
cial responsibility or capital requirement, any
other appropriate regulator of such affiliate
with respect to the proposed determination of
the agency or the Corporation and actions pur-
suant to such determination.

(g) More stringent treatment based on other su-
pervisory criteria

(1) In general
If the appropriate Federal banking agency

determines (after notice and an opportunity
for hearing) that an insured depository insti-
tution is in an unsafe or unsound condition or,
pursuant to section 1818(b)(8) of this title,
deems the institution to be engaging in an un-
safe or unsound practice, the agency may—

(A) if the institution is well capitalized,
reclassify the institution as adequately cap-
italized;

(B) if the institution is adequately capital-
ized (but not well capitalized), require the
institution to comply with 1 or more provi-
sions of subsections (d) and (e) of this sec-
tion, as if the institution were under-
capitalized; or

(C) if the institution is undercapitalized,
take any 1 or more actions authorized under
subsection (f)(2) of this section as if the in-
stitution were significantly under-
capitalized.

(2) Contents of plan
Any plan required under paragraph (1) shall

specify the steps that the insured depository
institution will take to correct the unsafe or
unsound condition or practice. Capital res-
toration plans shall not be required under
paragraph (1)(B).

(h) Provisions applicable to critically under-
capitalized institutions

(1) Activities restricted
Any critically undercapitalized insured de-

pository institution shall comply with restric-
tions prescribed by the Corporation under sub-
section (i) of this section.
(2) Payments on subordinated debt prohibited

(A) In general
A critically undercapitalized insured de-

pository institution shall not, beginning 60
days after becoming critically under-
capitalized, make any payment of principal
or interest on the institution’s subordinated
debt.
(B) Exceptions

The Corporation may make exceptions to
subparagraph (A) if—
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(i) the appropriate Federal banking
agency has taken action with respect to
the insured depository institution under
paragraph (3)(A)(ii); and

(ii) the Corporation determines that the
exception would further the purpose of this
section.

(C) Limited exemption for certain subordi-
nated debt

Until July 15, 1996, subparagraph (A) shall
not apply with respect to any subordinated
debt outstanding on July 15, 1991, and not ex-
tended or otherwise renegotiated after July
15, 1991.
(D) Accrual of interest

Subparagraph (A) does not prevent unpaid
interest from accruing on subordinated debt
under the terms of that debt, to the extent
otherwise permitted by law.

(3) Conservatorship, receivership, or other ac-
tion required

(A) In general
The appropriate Federal banking agency

shall, not later than 90 days after an insured
depository institution becomes critically
undercapitalized—

(i) appoint a receiver (or, with the con-
currence of the Corporation, a conserva-
tor) for the institution; or

(ii) take such other action as the agency
determines, with the concurrence of the
Corporation, would better achieve the pur-
pose of this section, after documenting
why the action would better achieve that
purpose.

(B) Periodic redeterminations required
Any determination by an appropriate Fed-

eral banking agency under subparagraph
(A)(ii) to take any action with respect to an
insured depository institution in lieu of ap-
pointing a conservator or receiver shall
cease to be effective not later than the end
of the 90-day period beginning on the date
that the determination is made and a con-
servator or receiver shall be appointed for
that institution under subparagraph (A)(i)
unless the agency makes a new determina-
tion under subparagraph (A)(ii) at the end of
the effective period of the prior determina-
tion.
(C) Appointment of receiver required if other

action fails to restore capital
(i) In general

Notwithstanding subparagraphs (A) and
(B), the appropriate Federal banking agen-
cy shall appoint a receiver for the insured
depository institution if the institution is
critically undercapitalized on average dur-
ing the calendar quarter beginning 270
days after the date on which the institu-
tion became critically undercapitalized.
(ii) Exception

Notwithstanding clause (i), the appro-
priate Federal banking agency may con-
tinue to take such other action as the
agency determines to be appropriate in
lieu of such appointment if—

(I) the agency determines, with the
concurrence of the Corporation, that (aa)
the insured depository institution has
positive net worth, (bb) the insured de-
pository institution has been in substan-
tial compliance with an approved capital
restoration plan which requires consist-
ent improvement in the institution’s
capital since the date of the approval of
the plan, (cc) the insured depository in-
stitution is profitable or has an upward
trend in earnings the agency projects as
sustainable, and (dd) the insured deposi-
tory institution is reducing the ratio of
nonperforming loans to total loans; and

(II) the head of the appropriate Federal
banking agency and the Chairperson of
the Board of Directors both certify that
the institution is viable and not ex-
pected to fail.

(i) Restricting activities of critically under-
capitalized institutions

To carry out the purpose of this section, the
Corporation shall, by regulation or order—

(1) restrict the activities of any critically
undercapitalized insured depository institu-
tion; and

(2) at a minimum, prohibit any such institu-
tion from doing any of the following without
the Corporation’s prior written approval:

(A) Entering into any material transaction
other than in the usual course of business,
including any investment, expansion, acqui-
sition, sale of assets, or other similar action
with respect to which the depository institu-
tion is required to provide notice to the ap-
propriate Federal banking agency.

(B) Extending credit for any highly lever-
aged transaction.

(C) Amending the institution’s charter or
bylaws, except to the extent necessary to
carry out any other requirement of any law,
regulation, or order.

(D) Making any material change in ac-
counting methods.

(E) Engaging in any covered transaction
(as defined in section 371c(b) of this title).

(F) Paying excessive compensation or bo-
nuses.

(G) Paying interest on new or renewed li-
abilities at a rate that would increase the
institution’s weighted average cost of funds
to a level significantly exceeding the pre-
vailing rates of interest on insured deposits
in the institution’s normal market areas.

(j) Certain Government-controlled institutions
exempted

Subsections (e) through (i) of this section
(other than paragraph (3) of subsection (e) of
this section) shall not apply—

(1) to an insured depository institution for
which the Corporation or the Resolution Trust
Corporation is conservator; or

(2) to a bridge bank, none of the voting secu-
rities of which are owned by a person or agen-
cy other than the Corporation or the Resolu-
tion Trust Corporation.
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(k) Review required when deposit insurance
fund incurs material loss

(1) In general
If a deposit insurance fund incurs a material

loss with respect to an insured depository in-
stitution on or after July 1, 1993, the inspector
general of the appropriate Federal banking
agency shall—

(A) make a written report to that agency
reviewing the agency’s supervision of the in-
stitution (including the agency’s implemen-
tation of this section), which shall—

(i) ascertain why the institution’s prob-
lems resulted in a material loss to the de-
posit insurance fund; and

(ii) make recommendations for prevent-
ing any such loss in the future; and

(B) provide a copy of the report to—
(i) the Comptroller General of the United

States;
(ii) the Corporation (if the agency is not

the Corporation);
(iii) in the case of a State depository in-

stitution, the appropriate State banking
supervisor; and

(iv) upon request by any Member of Con-
gress, to that Member.

(2) Material loss incurred
For purposes of this subsection:
(A) Loss incurred

A deposit insurance fund incurs a loss with
respect to an insured depository institu-
tion—

(i) if the Corporation provides any assist-
ance under section 1823(c) of this title with
respect to that institution; and—

(I) it is not substantially certain that
the assistance will be fully repaid not
later than 24 months after the date on
which the Corporation initiated the as-
sistance; or

(II) the institution ceases to repay the
assistance in accordance with its terms;
or

(ii) if the Corporation is appointed re-
ceiver of the institution, and it is or be-
comes apparent that the present value of
the deposit insurance fund’s outlays with
respect to that institution will exceed the
present value of receivership dividends or
other payments on the claims held by the
Corporation.

(B) Material loss
A loss is material if it exceeds the greater

of—
(i) $25,000,000; or
(ii) 2 percent of the institution’s total as-

sets at the time the Corporation initiated
assistance under section 1823(c) of this
title or was appointed receiver.

(3) Deadline for report
The inspector general of the appropriate

Federal banking agency shall comply with
paragraph (1) expeditiously, and in any event
(except with respect to paragraph (1)(B)(iv)) as
follows:

(A) If the institution is described in para-
graph (2)(A)(i), during the 6-month period be-
ginning on the earlier of—

(i) the date on which the institution
ceases to repay assistance under section
1823(c) of this title in accordance with its
terms, or

(ii) the date on which it becomes appar-
ent that the assistance will not be fully re-
paid during the 24-month period described
in paragraph (2)(A)(i).

(B) If the institution is described in para-
graph (2)(A)(ii), during the 6-month period
beginning on the date on which it becomes
apparent that the present value of the de-
posit insurance fund’s outlays with respect
to that institution will exceed the present
value of receivership dividends or other pay-
ments on the claims held by the Corpora-
tion.

(4) Public disclosure required

(A) In general
The appropriate Federal banking agency

shall disclose the report upon request under
section 552 of title 5 without excising—

(i) any portion under section 552(b)(5) of
that title; or

(ii) any information about the insured
depository institution under paragraph (4)
(other than trade secrets) or paragraph (8)
of section 552(b) of that title.

(B) Exception
Subparagraph (A) does not require the

agency to disclose the name of any customer
of the insured depository institution (other
than an institution-affiliated party), or in-
formation from which such a person’s iden-
tity could reasonably be ascertained.

(5) GAO review
The Comptroller General of the United

States shall, under such conditions as the
Comptroller General determines to be appro-
priate, review reports made under paragraph
(1) and recommend improvements in the super-
vision of insured depository institutions (in-
cluding the implementation of this section).

(6) Transition rule
During the period beginning on July 1, 1993,

and ending on June 30, 1997, a loss incurred by
the Corporation with respect to an insured de-
pository institution—

(A) with respect to which the Corporation
initiates assistance under section 1823(c) of
this title during the period in question, or

(B) for which the Corporation was ap-
pointed receiver during the period in ques-
tion,

is material for purposes of this subsection
only if that loss exceeds the greater of
$25,000,000 or the applicable percentage of the
institution’s total assets at that time, set
forth in the following table:

The applicable
For the following period: percentage is:
July 1, 1993–June 30, 1994 ............................ 7 percent
July 1, 1994–June 30, 1995 ............................ 5 percent
July 1, 1995–June 30, 1996 ............................ 4 percent
July 1, 1996–June 30, 1997 ............................ 3 percent.
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(l) Implementation
(1) Regulations and other actions

Each appropriate Federal banking agency
shall prescribe such regulations (in consulta-
tion with the other Federal banking agencies),
issue such orders, and take such other actions
as are necessary to carry out this section.

(2) Written determination and concurrence re-
quired

Any determination or concurrence by an ap-
propriate Federal banking agency or the Cor-
poration required under this section shall be
written.

(m) Other authority not affected
This section does not limit any authority of

an appropriate Federal banking agency, the Cor-
poration, or a State to take action in addition
to (but not in derogation of) that required under
this section.

(n) Administrative review of dismissal orders
(1) Timely petition required

A director or senior executive officer dis-
missed pursuant to an order under subsection
(f)(2)(F)(ii) of this section may obtain review
of that order by filing a written petition for
reinstatement with the appropriate Federal
banking agency not later than 10 days after re-
ceiving notice of the dismissal.

(2) Procedure
(A) Hearing required

The agency shall give the petitioner an op-
portunity to—

(i) submit written materials in support
of the petition; and

(ii) appear, personally or through coun-
sel, before 1 or more members of the agen-
cy or designated employees of the agency.

(B) Deadline for hearing
The agency shall—

(i) schedule the hearing referred to in
subparagraph (A)(ii) promptly after the pe-
tition is filed; and

(ii) hold the hearing not later than 30
days after the petition is filed, unless the
petitioner requests that the hearing be
held at a later time.

(C) Deadline for decision
Not later than 60 days after the date of the

hearing, the agency shall—
(i) by order, grant or deny the petition;
(ii) if the order is adverse to the peti-

tioner, set forth the basis for the order;
and

(iii) notify the petitioner of the order.

(3) Standard for review of dismissal orders
The petitioner shall bear the burden of prov-

ing that the petitioner’s continued employ-
ment would materially strengthen the insured
depository institution’s ability—

(A) to become adequately capitalized, to
the extent that the order is based on the in-
stitution’s capital level or failure to submit
or implement a capital restoration plan; and

(B) to correct the unsafe or unsound condi-
tion or unsafe or unsound practice, to the

extent that the order is based on subsection
(g)(1) of this section.

(o) Transition rules for savings associations
(1) RTC�s role does not diminish care required

of OTS
(A) In general

In implementing this section, the appro-
priate Federal banking agency (and, to the
extent applicable, the Corporation) shall ex-
ercise the same care as if the Savings Asso-
ciation Insurance Fund (rather than the Res-
olution Trust Corporation) bore the cost of
resolving the problems of insured savings as-
sociations described in clauses (i) and (ii)(II)
of section 1441a(b)(3)(A) of this title.
(B) Reports

Subparagraph (A) does not require reports
under subsection (k) of this section.

(2) Additional flexibility for certain savings as-
sociations

Subsections (e)(2), (f), and (h) of this section
shall not apply before July 1, 1994, to any in-
sured savings association if—

(A) before December 19, 1991—
(i) the savings association had submitted

a plan meeting the requirements of section
1464(t)(6)(A)(ii) of this title; and

(ii) the Director of the Office of Thrift
Supervision had accepted the plan;

(B) the plan remains in effect; and
(C) the savings association remains in

compliance with the plan or is operating
under a written agreement with the appro-
priate Federal banking agency.

(Sept. 21, 1950, ch. 967, § 2[38], as added Pub. L.
102–242, title I, § 131(a), Dec. 19, 1991, 105 Stat.
2253; amended Pub. L. 102–550, title XVI,
§ 1603(d)(1), Oct. 28, 1992, 106 Stat. 4079; Pub. L.
103–325, title VI, § 602(a)(64), Sept. 23, 1994, 108
Stat. 2291; Pub. L. 104–208, div. A, title II,
§ 2704(d)(14)(AA)–(CC), Sept. 30, 1996, 110 Stat.
3009–494; Pub. L. 104–316, title I, § 106(d), Oct. 19,
1996, 110 Stat. 3831.)

REFERENCES IN TEXT

The Securities Exchange Act of 1934, referred to in
subsec. (e)(2)(E)(ii)(III), is act June 6, 1934, ch. 404, 48
Stat. 881, as amended, which is classified principally to
chapter 2B (§ 78a et seq.) of Title 15, Commerce and
Trade. For complete classification of this Act to the
Code, see section 78a of Title 15 and Tables.

AMENDMENTS

1996—Subsec. (a). Pub. L. 104–208, § 2704(d)(14)(AA),
which directed substitution of ‘‘fund’’ for ‘‘funds’’ in
heading, was not executed. See Effective Date of 1996
Amendment note below.

Subsec. (k)(1). Pub. L. 104–208, § 2704(d)(14)(BB)(i),
which directed substitution of ‘‘the Deposit Insurance
Fund’’ for ‘‘a deposit insurance fund’’, was not exe-
cuted. See Effective Date of 1996 Amendment note
below.

Subsec. (k)(2)(A). Pub. L. 104–208, § 2704(d)(14)(BB)(ii),
which directed substitution of ‘‘The Deposit Insurance
Fund’’ for ‘‘A deposit insurance fund’’ in introductory
provisions and ‘‘the outlays of the Deposit Insurance
Fund’’ for ‘‘the deposit insurance fund’s outlays’’ in cl.
(ii), was not executed. See Effective Date of 1996
Amendment note below.

Subsec. (k)(5). Pub. L. 104–316 amended heading and
text of par. (5) generally. Prior to amendment, text
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read as follows: ‘‘The General Accounting Office shall
annually—

‘‘(A) review reports made under paragraph (1) and
recommend improvements in the supervision of in-
sured depository institutions (including the imple-
mentation of this section); and

‘‘(B) verify the accuracy of 1 or more of those re-
ports.’’
Subsec. (o). Pub. L. 104–208, § 2704(d)(14)(CC), which di-

rected the amendment of subsec. (o) by striking par. (1)
and the par. designation and heading of par. (2), redes-
ignating subpars. (A) to (C) as pars. (1) to (3), respec-
tively, and cls. (i) and (ii) as subpars. (A) and (B), re-
spectively, and realigning margins, was not executed.
See Effective Date of 1996 Amendment note below.

1994—Subsec. (f)(6). Pub. L. 103–325 substituted ‘‘Com-
mission’’ for ‘‘Commisssion’’.

1992—Subsec. (e)(2)(D)(i). Pub. L. 102–550,
§ 1603(d)(1)(A), struck out ‘‘and’’ after semicolon at end.

Subsec. (f)(6). Pub. L. 102–550, § 1603(d)(1)(B), (D), in
heading substituted ‘‘other regulators’’ for ‘‘functional
regulators’’ and in text substituted ‘‘appropriate regu-
lator’’ for ‘‘functional regulator (as defined in section
1841(s) of this title)’’.

Subsec. (g)(1)(B). Pub. L. 102–550, § 1603(d)(1)(C), sub-
stituted ‘‘capitalized (but not well capitalized)’’ for
‘‘capitalized’’.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–208 effective Jan. 1, 1999,
if no insured depository institution is a savings asso-
ciation on that date, see section 2704(c) of Pub. L.
104–208, set out as a note under section 1821 of this title.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, ex-
cept that where amendment is to any provision of law
added or amended by Pub. L. 102–242 effective after Dec.
19, 1992, then amendment by Pub. L. 102–550 effective on
effective date of amendment by Pub. L. 102–242, see sec-
tion 1609 of Pub. L. 102–550, set out as a note under sec-
tion 191 of this title.

EFFECTIVE DATE

Section effective 1 year after Dec. 19, 1991, see section
131(f) of Pub. L. 102–242, set out as an Effective Date of
1991 Amendment note under section 1464 of this title.

REGULATIONS

Section 131(b) of Pub. L. 102–242 provided that: ‘‘Each
appropriate Federal banking agency (as defined in sec-
tion 3 of the Federal Deposit Insurance Act (12 U.S.C.
1813)) (and the Corporation, acting in the Corporation’s
capacity as insurer of depository institutions under
that Act [12 U.S.C. 1811 et seq.]) shall, after notice and
opportunity for comment, promulgate final regulations
under section 38 of the Federal Deposit Insurance Act
[12 U.S.C. 1831o] (as added by subsection (a)) not later
than 9 months after the date of enactment of this Act
[Dec. 19, 1991], and those regulations shall become effec-
tive not later than 1 year after that date of enact-
ment.’’

DEPOSIT OF INSURANCE PROCEEDS

Pub. L. 105–18, title V, § 50003, June 12, 1997, 111 Stat.
211, provided that:

‘‘(a) IN GENERAL.—The appropriate Federal banking
agency may, by order, permit an insured depository in-
stitution to subtract from the institution’s total as-
sets, in calculating compliance with the leverage limit
prescribed under section 38 of the Federal Deposit In-
surance Act [12 U.S.C. 1831o], an amount not exceeding
the qualifying amount attributable to insurance pro-
ceeds, if the agency determines that—

‘‘(1) the institution—
‘‘(A) had its principal place of business within an

area in which the President, pursuant to section 401

of the Robert T. Stafford Disaster Relief and Emer-
gency Assistance Act [42 U.S.C. 5170], has deter-
mined, on or after February 28, 1997, that a major
disaster exists, or within an area determined to be
eligible for disaster relief under other Federal law
by reason of damage related to the 1997 flooding of
the Red River of the North, the Minnesota River,
and the tributaries of such rivers, on the day before
the date of any such determination;

‘‘(B) derives more than 60 percent of its total de-
posits from persons who normally reside within, or
whose principal place of business is normally with-
in, areas of intense devastation caused by the major
disaster;

‘‘(C) was adequately capitalized (as defined in sec-
tion 38 of the Federal Deposit Insurance Act) before
the major disaster; and

‘‘(D) has an acceptable plan for managing the in-
crease in its total assets and total deposits; and
‘‘(2) the subtraction is consistent with the purpose

of section 38 of the Federal Deposit Insurance Act.
‘‘(b) TIME LIMIT ON EXCEPTIONS.—Any exception made

under this section shall expire not later than February
28, 1999.

‘‘(c) DEFINITIONS.—For purposes of this section:
‘‘(1) APPROPRIATE FEDERAL BANKING AGENCY.—The

term ‘appropriate Federal banking agency’ has the
same meaning as in section 3 of the Federal Deposit
Insurance Act [12 U.S.C. 1813].

‘‘(2) INSURED DEPOSITORY INSTITUTION.—The term
‘insured depository institution’ has the same mean-
ing as in section 3 of the Federal Deposit Insurance
Act.

‘‘(3) LEVERAGE LIMIT.—The term ‘leverage limit’ has
the same meaning as in section 38 of the Federal De-
posit Insurance Act [12 U.S.C. 1831o].

‘‘(4) QUALIFYING AMOUNT ATTRIBUTABLE TO INSUR-
ANCE PROCEEDS.—The term ‘qualifying amount attrib-
utable to insurance proceeds’ means the amount (if
any) by which the institution’s total assets exceed
the institution’s average total assets during the cal-
endar quarter ending before the date of any deter-
mination referred to in subsection (a)(1)(A), because
of the deposit of insurance payments or governmental
assistance made with respect to damage caused by, or
other costs resulting from, the major disaster.’’
Similar provisions were contained in the following

prior acts:
Pub. L. 103–76, § 3, Aug. 12, 1993, 107 Stat. 753.
Pub. L. 102–485, § 4, Oct. 23, 1992, 106 Stat. 2772.

TRANSITION RULE REGARDING CURRENT DIRECTORS AND
SENIOR EXECUTIVE OFFICERS

Section 131(e) of Pub. L. 102–242 provided that:
‘‘(1) DISMISSAL FROM OFFICE.—Section 38(f)(2)(F)(ii) of

the Federal Deposit Insurance Act [12 U.S.C.
1831o(f)(2)(F)(ii)] (as added by subsection (a)) shall not
apply with respect to—

‘‘(A) any director whose current term as a director
commenced on or before the date of enactment of this
Act [Dec. 19, 1991] and has not been extended—

‘‘(i) after that date of enactment, or
‘‘(ii) to evade section 38(f)(2)(F)(ii); or

‘‘(B) any senior executive officer who accepted em-
ployment in his or her current position on or before
the date of enactment of this Act and whose contract
of employment has not been renewed or renegoti-
ated—

‘‘(i) after that date of enactment, or
‘‘(ii) to evade section 38(f)(2)(F)(ii).

‘‘(2) RESTRICTING COMPENSATION.—Section 38(f)(4) of
the Federal Deposit Insurance Act [12 U.S.C. 1831o(f)(4)]
(as added by subsection (a)) shall not apply with re-
spect to any senior executive officer who accepted em-
ployment in his or her current position on or before the
date of enactment of this Act [Dec. 19, 1991] and whose
contract of employment has not been renewed or re-
negotiated—

‘‘(A) after that date of enactment, or
‘‘(B) to evade section 38(f)(4).’’
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SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 24, 24a, 347b,
371d, 1464, 1790d, 1817, 1818, 1820, 1821, 1828, 1831f, 1831i,
1831p–1, 1831u, 1835, 1841, 1842, 4806 of this title; title 15
section 1607.

§ 1831p. Transferred

CODIFICATION

Section, act Sept. 21, 1950, ch. 967, § 2[39], as added
Dec. 19, 1991, Pub. L. 102–242, title II, § 228, 105 Stat. 2308,
which related to notice of branch closure, was renum-
bered section 2[42] of act Sept. 21, 1950, by Pub. L.
102–550, title XI, § 1602(a), Oct. 28, 1992, 106 Stat. 4079,
and transferred to section 1831r–1 of this title.

§ 1831p�1. Standards for safety and soundness

(a) Operational and managerial standards
Each appropriate Federal banking agency

shall, for all insured depository institutions,
prescribe—

(1) standards relating to—
(A) internal controls, information sys-

tems, and internal audit systems, in accord-
ance with section 1831m of this title;

(B) loan documentation;
(C) credit underwriting;
(D) interest rate exposure;
(E) asset growth; and
(F) compensation, fees, and benefits, in ac-

cordance with subsection (c) of this section;
and

(2) such other operational and managerial
standards as the agency determines to be ap-
propriate.

(b) Asset quality, earnings, and stock valuation
standards

Each appropriate Federal banking agency
shall prescribe standards, by regulation or
guideline, for all insured depository institutions
relating to asset quality, earnings, and stock
valuation that the agency determines to be ap-
propriate.
(c) Compensation standards

Each appropriate Federal banking agency
shall, for all insured depository institutions,
prescribe—

(1) standards prohibiting as an unsafe and
unsound practice any employment contract,
compensation or benefit agreement, fee ar-
rangement, perquisite, stock option plan,
postemployment benefit, or other compen-
satory arrangement that—

(A) would provide any executive officer,
employee, director, or principal shareholder
of the institution with excessive compensa-
tion, fees or benefits; or

(B) could lead to material financial loss to
the institution;

(2) standards specifying when compensation,
fees, or benefits referred to in paragraph (1)
are excessive, which shall require the agency
to determine whether the amounts are unrea-
sonable or disproportionate to the services ac-
tually performed by the individual by consid-
ering—

(A) the combined value of all cash and
noncash benefits provided to the individual;

(B) the compensation history of the indi-
vidual and other individuals with com-
parable expertise at the institution;

(C) the financial condition of the institu-
tion;

(D) comparable compensation practices at
comparable institutions, based upon such
factors as asset size, geographic location,
and the complexity of the loan portfolio or
other assets;

(E) for postemployment benefits, the pro-
jected total cost and benefit to the institu-
tion;

(F) any connection between the individual
and any fraudulent act or omission, breach
of trust or fiduciary duty, or insider abuse
with regard to the institution; and

(G) other factors that the agency deter-
mines to be relevant; and

(3) such other standards relating to com-
pensation, fees, and benefits as the agency de-
termines to be appropriate.

(d) Standards to be prescribed

(1) In general
Standards under subsections (a), (b), and (c)

of this section shall be prescribed by regula-
tion or guideline. Such regulations or guide-
lines may not prescribe standards that set a
specific level or range of compensation for di-
rectors, officers, or employees of insured de-
pository institutions.

(2) Applicability of other laws
Paragraph (1) shall not affect the authority

of any appropriate Federal banking agency to
restrict the level of compensation, including
golden parachute payments (as defined in sec-
tion 1828(k)(4) of this title), paid to any direc-
tor, officer, or employee of an insured deposi-
tory institution under any other provision of
law.

(3) Senior executive officers at under-
capitalized institutions

Paragraph (1) shall not affect the authority
of any appropriate Federal banking agency to
restrict compensation paid to any senior exec-
utive officer of an undercapitalized insured de-
pository institution pursuant to section 1831o
of this title.

(4) Safety and soundness or enforcement ac-
tions

Paragraph (1) shall not be construed as af-
fecting the authority of any appropriate Fed-
eral banking agency under any provision of
this chapter other than this section, or under
any other provision of law, to prescribe a spe-
cific level or range of compensation for any di-
rector, officer, or employee of an insured de-
pository institution—

(A) to preserve the safety and soundness of
the institution; or

(B) in connection with any action under
section 1818 of this title or any order issued
by the agency, any agreement between the
agency and the institution, or any condition
imposed by the agency in connection with
the agency’s approval of an application or
other request by the institution, which is en-
forceable under section 1818 of this title.
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(e) Failure to meet standards
(1) Plan required

(A) In general
If the appropriate Federal banking agency

determines that an insured depository insti-
tution fails to meet any standard prescribed
under subsection (a) or (b) of this section—

(i) if such standard is prescribed by regu-
lation of the agency, the agency shall re-
quire the institution to submit an accept-
able plan to the agency within the time al-
lowed by the agency under subparagraph
(C); and

(ii) if such standard is prescribed by
guideline, the agency may require the in-
stitution to submit a plan described in
clause (i).

(B) Contents of plan
Any plan required under subparagraph (A)

shall specify the steps that the institution
will take to correct the deficiency. If the in-
stitution is undercapitalized, the plan may
be part of a capital restoration plan.
(C) Deadlines for submission and review of

plans
The appropriate Federal banking agency

shall by regulation establish deadlines
that—

(i) provide institutions and companies
with reasonable time to submit plans re-
quired under subparagraph (A), and gener-
ally require the institution to submit a
plan not later than 30 days after the agen-
cy determines that the institution fails to
meet any standard prescribed under sub-
section (a), (b), or (c) of this section; and

(ii) require the agency to act on plans
expeditiously, and generally not later than
30 days after the plan is submitted.

(2) Order required if institution fails to submit
or implement plan

If an insured depository institution fails to
submit an acceptable plan within the time al-
lowed under paragraph (1)(C), or fails in any
material respect to implement a plan accepted
by the appropriate Federal banking agency,
the agency, by order—

(A) shall require the institution to correct
the deficiency; and

(B) may do 1 or more of the following until
the deficiency has been corrected:

(i) Prohibit the institution from permit-
ting its average total assets during any
calendar quarter to exceed its average
total assets during the preceding calendar
quarter, or restrict the rate at which the
average total assets of the institution may
increase from one calendar quarter to an-
other.

(ii) Require the institution to increase
its ratio of tangible equity to assets.

(iii) Take the action described in section
1831o(f)(2)(C) of this title.

(iv) Require the institution to take any
other action that the agency determines
will better carry out the purpose of section
1831o of this title than any of the actions
described in this subparagraph.

(3) Restrictions mandatory for certain institu-
tions

In complying with paragraph (2), the appro-
priate Federal banking agency shall take 1 or
more of the actions described in clauses (i)
through (iii) of paragraph (2)(B) if—

(A) the agency determines that the insured
depository institution fails to meet any
standard prescribed under subsection (a)(1)
or (b)(1) of this section;

(B) the institution has not corrected the
deficiency; and

(C) either—
(i) during the 24-month period before the

date on which the institution first failed
to meet the standard—

(I) the institution commenced oper-
ations; or

(II) 1 or more persons acquired control
of the institution; or

(ii) during the 18-month period before
the date on which the institution first
failed to meet the standard, the institu-
tion underwent extraordinary growth, as
defined by the agency.

(f) Definitions
For purposes of this section, the terms ‘‘aver-

age’’ and ‘‘capital restoration plan’’ have the
same meanings as in section 1831o of this title.
(g) Other authority not affected

The authority granted by this section is in ad-
dition to any other authority of the Federal
banking agencies.

(Sept. 21, 1950, ch. 967, § 2[39], as added Pub. L.
102–242, title I, § 132(a), Dec. 19, 1991, 105 Stat.
2267; amended Pub. L. 102–550, title IX, § 956, Oct.
28, 1992, 106 Stat. 3895; Pub. L. 103–325, title III,
§ 318(a)–(c), Sept. 23, 1994, 108 Stat. 2223, 2224.)

CODIFICATION

Section was formerly classified to section 1831s of
this title.

Another section 2[39] of act Sept. 21, 1950, was renum-
bered section 2[42] and is classified to section 1831r–1 of
this title.

AMENDMENTS

1994—Subsec. (a). Pub. L. 103–325, § 318(c)(1), struck
out ‘‘and depository institution holding companies’’ be-
fore ‘‘, prescribe’’ in introductory provisions.

Subsec. (b). Pub. L. 103–325, § 318(a), amended heading
and text of subsec. (b) generally. Prior to amendment,
text read as follows: ‘‘Each appropriate Federal bank-
ing agency shall, for all insured depository institutions
and depository institution holding companies, pre-
scribe—

‘‘(1) standards specifying—
‘‘(A) a maximum ratio of classified assets to cap-

ital;
‘‘(B) minimum earnings sufficient to absorb

losses without impairing capital; and
‘‘(C) to the extent feasible, a minimum ratio of

market value to book value for publicly traded
shares of the institution or company; and
‘‘(2) such other standards relating to asset quality,

earnings, and valuation as the agency determines to
be appropriate.’’
Subsec. (d). Pub. L. 103–325, § 318(b)(1), struck out ‘‘by

regulation’’ after ‘‘Standards to be prescribed’’ in head-
ing.

Subsec. (d)(1). Pub. L. 103–325, § 318(b)(2), inserted ‘‘or
guideline’’ before period at end of first sentence and in-
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serted ‘‘or guidelines’’ after ‘‘Such regulations’’ in sec-
ond sentence.

Subsec. (e)(1)(A). Pub. L. 103–325, § 318(c)(2)(A)–(C),
struck out ‘‘or depository institution holding com-
pany’’ after ‘‘insured depository institution’’, sub-
stituted ‘‘or (b) of this section—

‘‘(i) if such standard is prescribed by regulation of
the agency, the agency shall require’’

for ‘‘or (b) of this section the agency shall require’’,
struck out ‘‘or company’’ before ‘‘to submit an accept-
able plan’’, substituted ‘‘; and’’ for period at end of cl.
(i), and added cl. (ii).

Subsec. (e)(1)(B), (C). Pub. L. 103–325, § 318(c)(2)(A),
struck out ‘‘or company’’ before ‘‘will take to correct’’
in subpar. (B) and before ‘‘to submit a plan’’ and ‘‘fails
to meet any standard’’ in subpar. (C).

Subsec. (e)(2). Pub. L. 103–325, § 318(c)(2)(B), struck out
‘‘or depository institution holding company’’ after ‘‘in-
sured depository institution’’ in introductory provi-
sions.

Subsec. (e)(2)(A), (B). Pub. L. 103–325, § 318(c)(2)(A),
struck out ‘‘or company’’ after ‘‘institution’’ wherever
appearing.

1992—Subsec. (d). Pub. L. 102–550, § 956(1), added sub-
sec. (d) and struck out former subsec. (d) which read as
follows: ‘‘Standards under subsections (a), (b), and (c) of
this section shall be prescribed by regulation.’’

Subsec. (e)(1)(A). Pub. L. 102–550, § 956(2), substituted
‘‘(a) or (b)’’ for ‘‘(a), (b), or (c)’’.

EFFECTIVE DATE OF 1994 AMENDMENT

Section 318(d) of Pub. L. 103–325 provided that: ‘‘The
amendments made by this section [amending this sec-
tion] shall be construed to have the same effective date
as section 39 of the Federal Deposit Insurance Act [this
section], as provided in section 132(c) of the Federal De-
posit Insurance Corporation Improvement Act of 1991
[Pub. L. 102–242, set out as an Effective Date note
below].’’

EFFECTIVE DATE

Section 132(c) of Pub. L. 102–242 provided that: ‘‘The
amendment made by subsection (a) [enacting this sec-
tion] shall become effective on the earlier of—

‘‘(1) the date on which final regulations promul-
gated in accordance with subsection (b) [set out
below] become effective [Final rules were published
July 10, 1995, 60 F.R. 35674, eff. Aug. 9, 1995.]; or

‘‘(2) December 1, 1993.’’

REGULATIONS

Section 132(b) of Pub. L. 102–242 provided that: ‘‘Each
appropriate Federal banking agency (as defined in sec-
tion 3 of the Federal Deposit Insurance Act [12 U.S.C.
1813]) shall promulgate final regulations under section
39 of the Federal Deposit Insurance Act [12 U.S.C.
1831p–1] (as added by subsection (a)) not later than Au-
gust 1, 1993.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1464, 1818 of this
title; title 15 section 6805.

§ 1831q. FDIC affordable housing program

(a) Purpose
The purpose of this section is to provide home-

ownership and rental housing opportunities for
very low-income, low-income, and moderate-in-
come families.

(b) Funding and limitations of program
(1) Duration of program

The provisions of this section shall be effec-
tive, subject to the provisions of paragraph (2),
only during the 3-year period beginning upon
the commencement of the first fiscal year for

which amounts are provided pursuant to para-
graph (2)(A).
(2) Annual fiscal limitations

(A) In general
In each fiscal year during the 3-year period

referred to in paragraph (1), the provisions of
this section shall apply only—

(i) to such extent or in such amounts as
are provided in appropriations Acts for any
losses resulting during the fiscal year from
the sale of properties under this section,
except that such amounts for losses may
not exceed $30,000,000 in any fiscal year;
and

(ii) to the extent that amounts are pro-
vided in appropriations Acts pursuant to
subparagraph (C) for any other costs relat-
ing to the program under this section.

(B) Definition of losses
For purposes of this paragraph, the

amount of losses resulting from the sale of
properties under this section during any fis-
cal year shall be the amount equal to the
sum of any affordable housing discounts rea-
sonably anticipated to accrue during the fis-
cal year.
(C) Authorization of appropriations

There are authorized to be appropriated,
for each fiscal year during the 3-year period
referred to in paragraph (1), such sums as
may be necessary for any costs of the pro-
gram under this section other than losses re-
sulting from the sale of properties under this
section.
(D) Other definitions

For purposes of this paragraph:
(i) Affordable housing discount

The term ‘‘affordable housing discount’’
means, with respect to any eligible resi-
dential or eligible condominium property
transferred under this section by the Cor-
poration, the difference (if any) between
the realizable disposition value of the
property and the actual sale price of the
property under this section.
(ii) Realizable disposition value

The term ‘‘realizable disposition value’’
means the estimated sale price that the
Corporation reasonably would be able to
obtain upon the sale of a property by the
Corporation under the provisions of this
chapter, not including this section, and
any other applicable laws. Not later than
the expiration of the 120-day period begin-
ning upon the commencement of the first
fiscal year for which amounts are provided
pursuant to paragraph (2)(A), the Corpora-
tion shall establish, and publish in the
Federal Register, procedures for determin-
ing the realizable disposition value of a
property transferred under this section,
which shall take into consideration such
factors as the Corporation considers appro-
priate, including the actual sale prices of
properties disposed of by the Resolution
Trust Corporation under section 1441a(c) of
this title, the prices of other properties
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sold under similar programs, and the ap-
praised value of the property transferred
under this section. Until such procedures
are established, the Corporation may con-
sider the realizable disposition value of
any eligible residential or condominium
property to be equal to the appraised value
of the property.

(3) Existing contracts
The provisions of this section shall not apply

to any eligible residential property or any eli-
gible condominium property that is subject to
an agreement entered into by the Corporation
before the commencement of the first fiscal
year for which amounts are provided pursuant
to paragraph (2)(A) that provides for any other
disposition of the property.

(c) Rules governing disposition of eligible single
family properties

(1) Notice to clearinghouses
Within a reasonable period of time after ac-

quiring title to an eligible single family prop-
erty, the Corporation shall provide written no-
tice to clearinghouses. Such notice shall con-
tain basic information about the property, in-
cluding but not limited to location, condition,
and information relating to the estimated fair
market value of the property. Each clearing-
house shall make such information available,
upon request, to other public agencies, other
nonprofit organizations, and qualifying house-
holds. The Corporation shall allow public
agencies, nonprofit organizations, and qualify-
ing households reasonable access to eligible
single family property for purposes of inspec-
tion.

(2) Offers to sell to nonprofit organizations,
public agencies, and qualifying households

During the 180-day period beginning on the
date on which the Corporation makes an eligi-
ble single family property available for sale,
the Corporation shall offer to sell the property
to—

(A) qualifying households (including quali-
fying households with members who are vet-
erans); or

(B) public agencies or nonprofit organiza-
tions that agree to (i) make the property
available for occupancy by and maintain it
as affordable for low-income families (in-
cluding low-income families with members
who are veterans) for the remaining useful
life of such property, or (ii) make the prop-
erty available for purchase by any such fam-
ily who, except as provided in paragraph (4),
agrees to occupy the property as a principal
residence for at least 12 months and certifies
in writing that the family intends to occupy
the property for at least 12 months.

The restrictions described in clause (i) of sub-
paragraph (B) shall be contained in the deed or
other recorded instrument. If, upon the expira-
tion of such 180-day period, no qualifying
household, public agency, or nonprofit organi-
zation has made a bona fide offer to purchase
the property, the Corporation may offer to sell
the property to any purchaser. The Corpora-
tion shall actively market eligible single fam-

ily properties for sale to low-income families
and to low-income families with members who
are veterans.
(3) Recapture of profits from resale

Except as provided in paragraph (4), if any
eligible single family property sold (A) to a
qualifying household, or (B) to a low-income
family pursuant to paragraph (2)(B)(ii), sub-
section (j)(3)(A) of this section, or subsection
(k)(2) of this section, is resold by the qualify-
ing household or low-income family during the
1-year period beginning upon initial acquisi-
tion by the household or low-income family,
the Corporation shall recapture 75 percent of
the amount of any proceeds from the resale
that exceed the sum of (i) the original sale
price for the acquisition of the property by the
qualifying household or low-income family,
(ii) the costs of any improvements to the prop-
erty made after the date of the acquisition,
and (iii) any closing costs in connection with
the acquisition.
(4) Exceptions to recapture requirement

(A) Relocation
The Corporation may in its discretion

waive the applicability (i) to any qualifying
household of the requirement under para-
graph (3) and the requirements relating to
residency of a qualifying household under
subparagraphs (B) and (C) of subsection
(p)(12) of this section, and (ii) to any low-in-
come family of the requirement under para-
graph (3) and the residency requirements
under paragraph (2)(B)(ii). The Corporation
may grant any such waiver only for good
cause shown, including any necessary relo-
cation of the qualifying household or low-in-
come family.
(B) Other recapture provisions

The requirement under paragraph (3) shall
not apply to any eligible single family prop-
erty for which, upon resale by the qualifying
household or low-income family during the
1-year period beginning upon initial acquisi-
tion by the household or family, a portion of
the sale proceeds or any subsidy provided in
connection with the acquisition of the prop-
erty by the household or family is required
to be recaptured or repaid under any other
Federal, State, or local law (including sec-
tion 143(m) of title 26) or regulation or under
any sale agreement.

(5) Exception to avoid displacement of existing
residents

Notwithstanding the first sentence of para-
graph (2), during the 180-day period following
the date on which the Corporation makes an
eligible single family property available for
sale, the Corporation may sell the property to
the household residing in the property, but
only if (A) such household was residing in the
property at the time notice regarding the
property was provided to clearinghouses under
paragraph (1), (B) such sale is necessary to
avoid the displacement of, and unnecessary
hardship to, the resident household, (C) the
resident household intends to occupy the prop-
erty as a principal residence for at least 12



Page 1115 TITLE 12—BANKS AND BANKING § 1831q

months, and (D) the resident household cer-
tifies in writing that the household intends to
occupy the property for at least 12 months.

(d) Rules governing disposition of eligible multi-
family housing properties

(1) Notice to clearinghouses
Within a reasonable period of time after ac-

quiring title to an eligible multifamily hous-
ing property, the Corporation shall provide
written notice to clearinghouses. Such notice
shall contain basic information about the
property, including but not limited to loca-
tion, number of units (identified by number of
bedrooms), and information relating to the es-
timated fair market value of the property.
Each clearinghouse shall make such informa-
tion available, upon request, to qualifying
multifamily purchasers. The Corporation shall
allow qualifying multifamily purchasers rea-
sonable access to eligible multifamily housing
properties for purposes of inspection.

(2) Expression of serious interest
Qualifying multifamily purchasers may give

written notice of serious interest in a property
during a period ending 90 days after the time
the Corporation provides notice under para-
graph (1). The notice of serious interest shall
be in such form and include such information
as the Corporation may prescribe.

(3) Notice of readiness for sale
Upon the expiration of the period referred to

in paragraph (2) for a property, the Corpora-
tion shall provide written notice to any quali-
fying multifamily purchaser that has ex-
pressed serious interest in the property. Such
notice shall specify the minimum terms and
conditions for sale of the property.

(4) Offers by qualifying multifamily purchasers
A qualifying multifamily purchaser receiv-

ing notice in accordance with paragraph (3)
shall have 45 days (from the date notice is re-
ceived) to make a bona fide offer to purchase
the property. The Corporation shall accept an
offer that complies with the terms and condi-
tions established by the Corporation. If, before
the expiration of such 45-day period, any offer
to purchase a property initially accepted by
the Corporation is subsequently rejected or
fails (for any reason), the Corporation shall
accept another offer to purchase the property
made during such period that complies with
the terms and conditions established by the
Corporation (if such another offer is made).
The preceding sentence may not be construed
to require a qualifying multifamily purchaser
whose offer is accepted during the 45-day pe-
riod to purchase the property before the expi-
ration of the period.

(5) Extension of restricted offer periods
The Corporation may provide notice to

clearinghouses regarding, and offer for sale
under the provisions of paragraphs (1) through
(4), any eligible multifamily housing prop-
erty—

(A) in which no qualifying multifamily
purchaser has expressed serious interest dur-
ing the period referred to in paragraph (2), or

(B) for which no qualifying multifamily
purchaser has made a bona fide offer before
the expiration of the period referred to in
paragraph (4),

except that the Corporation may, in the dis-
cretion of the Corporation, alter the duration
of the periods referred to in paragraphs (2) and
(4) in offering any property for sale under this
paragraph.
(6) Sale of multifamily properties to other pur-

chasers
(A) Timing

If, upon the expiration of the period re-
ferred to in paragraph (2), no qualifying
multifamily purchaser has expressed serious
interest in a property, the Corporation may
offer to sell the property, individually or in
combination with other properties, to any
purchaser.
(B) Limitation on combination sales

The Corporation may not sell in combina-
tion with other properties any property for
which a qualifying multifamily purchaser
has expressed serious interest in purchasing
individually.
(C) Expiration of offer period

If, upon the expiration of the period re-
ferred to in paragraph (4), no qualifying
multifamily purchaser has made an offer to
purchase a property, the Corporation may
offer to sell the property, individually or in
combination with other properties, to any
purchaser.

(7) Low-income occupancy requirements
(A) Single property purchases

With respect to any purchase of a single
eligible multifamily housing property by a
qualifying multifamily purchaser under
paragraph (4) or (5)—

(i) not less than 35 percent of all dwell-
ing units purchased shall be made avail-
able for occupancy by and maintained as
affordable for low-income and very low-in-
come families during the remaining useful
life of the property in which the units are
located; provided that

(ii) not less than 20 percent of all dwell-
ing units purchased shall be made avail-
able for occupancy by and maintained as
affordable for very low-income families
during the remaining useful life of the
property in which the units are located.

(B) Aggregation requirements for multi-
property purchases

With respect to any purchase under para-
graph (4) or (5) by a qualifying multifamily
purchaser involving more than one eligible
multifamily housing property as a part of
the same negotiation, with respect to which
the purchaser intends to aggregate the low-
income occupancy required under this para-
graph over the total number of units so pur-
chased—

(i) not less than 40 percent of the aggre-
gate number of all dwelling units pur-
chased shall be made available for occu-
pancy by and maintained as affordable for
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low-income and very low-income families
during the remaining useful life of the
building or structure in which the units
are located; provided that

(ii) not less than 20 percent of the aggre-
gate number of all dwelling units pur-
chased shall be made available for occu-
pancy by and maintained as affordable for
very low-income families during the re-
maining useful life of the building or
structure in which the units are located;
and further provided that

(iii) not less than 10 percent of the dwell-
ing units in each separate property pur-
chased shall be made available for occu-
pancy by and maintained as affordable for
low-income families during the remaining
useful life of the property in which the
units are located.

The requirements of this paragraph shall be
contained in the deed or other recorded instru-
ment.
(8) Exemptions

(A) Continued occupancy of current resi-
dents

No purchaser of an eligible multifamily
property may terminate the occupancy of
any person residing in the property on the
date of purchase for purposes of meeting the
low-income occupancy requirement applica-
ble to the property under paragraph (7). The
purchaser shall be considered to be in com-
pliance with this subsection if each newly
vacant dwelling unit is reserved for low-in-
come occupancy until the low-income occu-
pancy requirement is met.
(B) Financial infeasibility

The Secretary or the State housing fi-
nance agency for the State in which an eligi-
ble multifamily housing property is located
may temporarily reduce the low-income oc-
cupancy requirements under paragraph (7)
applicable to the property, if the Secretary
or such agency determines that an owner’s
compliance with such requirements is no
longer financially feasible. The owner of the
property shall make a good-faith effort to
return low-income occupancy to the level re-
quired under paragraph (7), and the Sec-
retary or the State housing finance agency,
as appropriate, shall review the reduction
annually to determine whether financial in-
feasibility continues to exist.

(e) Rent limitations
(1) In general

With respect to properties under paragraph
(2), rents charged to tenants for units made
available for occupancy by very low-income
families shall not exceed 30 percent of the ad-
justed income of a family whose income equals
50 percent of the median income for the area,
as determined by the Secretary, with adjust-
ment for family size. Rents charged to tenants
for units made available for occupancy by low-
income families other than very low-income
families shall not exceed 30 percent of the ad-
justed income of a family whose income equals
65 percent of the median income for the area,

as determined by the Secretary, with adjust-
ment for family size.

(2) Applicability
The rent limitations under this subsection

shall apply to any eligible single family prop-
erty sold pursuant to subsection (c)(2)(B)(i) of
this section and to any eligible multifamily
housing property sold pursuant to subsection
(d) of this section.

(f) Preferences for sales
(1) In general

In selling any eligible multifamily housing
property or combinations of eligible residen-
tial properties, the Corporation shall give
preference, among substantially similar offers,
to the offer that would reserve the highest per-
centage of dwelling units for occupancy or
purchase by very low-income and low-income
families and would retain such affordability
for the longest term.

(2) Multiproperty purchases
The Corporation shall give preference,

among substantially similar offers made under
paragraph (4) or (5) of subsection (d) of this
section to purchase more than one eligible
multifamily housing property as a part of the
same negotiation, to offers made by pur-
chasers who agree to maintain low-income oc-
cupancy in each separate property purchased
in compliance with the levels required for
properties under subsection (d)(7)(A) of this
section.

(3) Definition of substantially similar offers
For purposes of this subsection, a given offer

to purchase eligible multifamily housing prop-
erty or combinations of such properties shall
be considered to be substantially similar to
another offer if the purchase price under such
given offer is not less than 85 percent of the
purchase price under the other offer.

(g) Financing sales
(1) Assistance by Corporation

(A) Sale price
The Corporation shall establish a market

value for each eligible multifamily housing
property. The Corporation shall sell eligible
multifamily housing property at the net re-
alizable market value, except that the Cor-
poration may agree to sell eligible multi-
family housing property at a price below the
net realizable market value to the extent
necessary to facilitate an expedited sale of
such property and enable a public agency or
nonprofit organization to comply with the
low-income occupancy requirements applica-
ble to such property under subsection (d)(7)
of this section. The Corporation may sell eli-
gible single family property or eligible con-
dominium property to qualifying house-
holds, nonprofit organizations, and public
agencies without regard to any minimum
sale price.

(B) Purchase loan
The Corporation may provide a loan at

market interest rates to any purchaser of el-
igible residential property for all or a por-
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tion of the purchase price, which loan shall
be secured by a first or second mortgage on
the property. The Corporation may provide
the loan at below market interest rates to
the extent necessary to facilitate an expe-
dited sale of eligible residential property and
permit (i) a low-income family to purchase
an eligible single family property under sub-
section (c) of this section, or (ii) a public
agency or nonprofit organization to comply
with the low-income occupancy require-
ments applicable to the purchase of an eligi-
ble residential property under subsection (c)
or (d) of this section. The Corporation shall
provide loans under this subparagraph in a
form permitting sale or transfer of the loan
to a subsequent holder. In providing financ-
ing for combinations of eligible multifamily
housing properties under this section, the
Corporation may hold a participating share,
including a subordinate participation. The
Corporation shall periodically provide, to a
wide range of minority- and women-owned
businesses engaged in providing affordable
housing and to nonprofit organizations,
more than 50 percent of the control of which
is held by 1 or more minority individuals,
that are engaged in providing affordable
housing, information that is sufficient to in-
form such businesses and organizations of
the availability and terms of financing
under this subparagraph; such information
may be provided directly, by notices pub-
lished in periodicals and other publications
that regularly provide information to such
businesses or organizations, and through
persons and organizations that regularly
provide information or services to such busi-
nesses or organizations. For purposes of this
subparagraph, the terms ‘‘women-owned
business’’ and ‘‘minority-owned business’’
have the meanings given such terms in sec-
tion 1441a(r) of this title, and the term ‘‘mi-
nority’’ has the meaning given such term in
section 1204(c)(3) of the Financial Institu-
tions Reform, Recovery, and Enforcement
Act of 1989.

(2) Assistance by HUD
The Secretary shall take such action as may

be necessary to expedite the processing of ap-
plications for assistance under section 202 of
the Housing Act of 1959 [12 U.S.C. 1701q], the
United States Housing Act of 1937 [42 U.S.C.
1437 et seq.], title IV of the McKinney-Vento
Homeless Assistance Act [42 U.S.C. 11361 et
seq.], and the National Housing Act [12 U.S.C.
1701 et seq.], to enable any organization or in-
dividual to purchase eligible residential prop-
erty.
(3) Assistance by FMHA

The Secretary of Agriculture shall take such
action as may be necessary to expedite the
processing of applications for assistance under
title V of the Housing Act of 1949 [42 U.S.C.
1471 et seq.] to enable any organization or indi-
vidual to purchase eligible residential prop-
erty.
(4) Exception to disposition rules

Notwithstanding the requirements under
paragraphs (1), (2), (3), (4), (6), and (8) of sub-

section (d) of this section, the Corporation
may provide for the disposition of eligible
multifamily housing properties as necessary
to facilitate purchase of such properties for
use in connection with section 202 of the Hous-
ing Act of 1959 [12 U.S.C. 1701q].
(5) Bulk acquisitions under Home Investment

Partnerships Act
(A) Purchase price

In providing for bulk acquisition of eligi-
ble single family properties by participating
jurisdictions for inclusion in affordable
housing activities under title II of the Cran-
ston-Gonzalez National Affordable Housing
Act [42 U.S.C. 12721 et seq.], the Corporation
shall agree to an amount to be paid for ac-
quisition of such properties. The acquisition
price shall include discounts for bulk pur-
chase and for holding of the property such
that the acquisition price for each property
shall not exceed the fair market value of the
property, as valued individually.
(B) Exemptions

To the extent necessary to facilitate sale
of properties under this paragraph, the re-
quirements of subsections (c) and (f) of this
section and of paragraph (1) of this sub-
section shall not apply to such transactions
and properties involved in such transactions.
(C) Inventories

To facilitate acquisitions by such partici-
pating jurisdictions, the Corporation shall
provide the participating jurisdictions with
inventories of eligible single family prop-
erties not less than 4 times each year.

(h) Coordination with other programs
(1) Use of secondary market agencies

In the disposition of eligible residential
properties, the Corporation (in consultation
with the Secretary) shall explore opportuni-
ties to work with secondary market entities to
provide housing for low- and moderate-income
families.
(2) Credit enhancement

(A) In general
With respect to such properties, the Sec-

retary may, consistent with statutory au-
thorities, work through the Federal Housing
Administration, the Government National
Mortgage Association, the Federal National
Mortgage Association, the Federal Home
Loan Mortgage Corporation, and other sec-
ondary market entities to develop risk-shar-
ing structures, mortgage insurance, and
other credit enhancements to assist in the
provision of property ownership, rental, and
cooperative housing opportunities for low-
and moderate-income families.
(B) Certain tax-exempt bonds

The Corporation may provide credit en-
hancements with respect to tax-exempt
bonds issued on behalf of nonprofit organiza-
tions pursuant to section 103, and subpart A
of part IV of subchapter A of chapter 1, of
title 26, with respect to the disposition of el-
igible residential properties for the purposes
described in subparagraph (A).
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(3) National Affordable Housing Act
The Corporation shall coordinate the dis-

position of eligible residential property under
this section with appropriate programs and
provisions of, and amendments made by, the
Cranston-Gonzalez National Affordable Hous-
ing Act, including titles II [42 U.S.C. 12721 et
seq.] and IV of such Act.

(i) Exemption for certain transactions with in-
sured depository institutions

The provisions of this section shall not apply
with respect to any eligible residential property
after the date the Corporation enters into a con-
tract to sell such property to an insured deposi-
tory institution (as defined in section 1813 of
this title), including any sale in connection with
a transfer of all or substantially all of the assets
of a closed insured depository institution (in-
cluding such property) to another insured depos-
itory institution.
(j) Transfer of certain eligible residential prop-

erties to State housing agencies for disposi-
tion

Notwithstanding subsections (c), (d), (f), and
(g) of this section, the Corporation may transfer
eligible residential properties to the State hous-
ing finance agency or any other State housing
agency for the State in which the property is lo-
cated, or to any local housing agency in whose
jurisdiction the property is located. Transfers of
eligible residential properties under this sub-
section may be conducted by direct sale, con-
signment sale, or any other method the Corpora-
tion considers appropriate and shall be subject
to the following requirements:

(1) Individual or bulk transfer
The Corporation may transfer such prop-

erties individually or in bulk, as agreed to by
the Corporation and the State housing finance
agency or State or local housing agency.
(2) Acquisition price

The acquisition price paid by the State
housing finance agency or State or local hous-
ing agency to the Corporation for properties
transferred under this subsection shall be an
amount agreed to by the Corporation and the
transferee agency.
(3) Low-income use

Any State housing finance agency or State
or local housing agency acquiring properties
under this subsection shall offer to sell or
transfer the properties only as follows:

(A) Eligible single family properties
For eligible single family properties—

(i) to purchasers described under sub-
paragraphs (A) and (B) of subsection (c)(2)
of this section;

(ii) if the purchaser is a purchaser de-
scribed under subsection (c)(2)(B)(i) of this
section, subject to the rent limitations
under subsection (e)(1) of this section;

(iii) subject to the requirement in the
second sentence of subsection (c)(2) of this
section; and

(iv) subject to recapture by the Corpora-
tion of excess proceeds from resale of the
properties under paragraphs (3) and (4) of
subsection (c) of this section.

(B) Eligible multifamily housing properties
For eligible multifamily housing prop-

erties—
(i) to qualifying multifamily purchasers;
(ii) subject to the low-income occupancy

requirements under subsection (d)(7) of
this section;

(iii) subject to the provisions of sub-
section (d)(8) of this section;

(iv) subject to a preference, among finan-
cially acceptable offers, to the offer that
would reserve the highest percentage of
dwelling units for occupancy or purchase
by very low- and low-income families and
would retain such affordability for the
longest term; and

(v) subject to the rent limitations under
subsection (e)(1) of this section.

(4) Affordability
The State housing finance agency or State

or local housing agency shall endeavor to
make the properties transferred under this
subsection more affordable to low-income fam-
ilies based upon the extent to which the acqui-
sition price of a property under paragraph (2)
is less than the market value of the property.

(k) Exception for sales to nonprofit organiza-
tions and public agencies

(1) Suspension of offer periods
With respect to any eligible residential prop-

erty, the Corporation may (in the discretion of
the Corporation) suspend any of the require-
ments of paragraphs (1) and (2) of subsection
(c) of this section and paragraphs (1) through
(4) of subsection (d) of this section, as applica-
ble, but only to the extent that for the dura-
tion of the suspension the Corporation nego-
tiates the sale of the property to a nonprofit
organization or public agency. If the property
is not sold pursuant to such negotiations, the
requirements of any provisions suspended
shall apply upon the termination of the sus-
pension. Any time period referred to in such
subsections shall toll for the duration of any
suspension under this paragraph.

(2) Use restrictions
(A) Eligible single family property

Any eligible single family property sold
under this subsection shall be (i) made avail-
able for occupancy by and maintained as af-
fordable for low-income families for the re-
maining useful life of the property, or made
available for purchase by such families, (ii)
subject to the rent limitations under sub-
section (e)(1) of this section, (iii) subject to
the requirements relating to residency of a
qualifying household under subsection (p)(12)
of this section and to residency of a low-in-
come family under subsection (c)(2)(B) of
this section, and (iv) subject to recapture by
the Corporation of excess proceeds from re-
sale of the property under paragraphs (3) and
(4) of subsection (c) of this section.

(B) Eligible multifamily housing property
Any eligible multifamily housing property

sold under this subsection shall comply with
the low-income occupancy requirements
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under subsection (d)(7) of this section and
shall be subject to the rent limitations
under subsection (e)(1) of this section.

(l) Rules governing disposition of eligible con-
dominium property

(1) Notice to clearinghouses
Within a reasonable period of time after ac-

quiring title to an eligible condominium prop-
erty, the Corporation shall provide written no-
tice to clearinghouses. Such notice shall con-
tain basic information about the property.
Each clearinghouse shall make such informa-
tion available, upon request, to purchasers de-
scribed in subparagraphs (A) through (D) of
paragraph (2). The Corporation shall allow
such purchasers reasonable access to an eligi-
ble condominium property for purposes of in-
spection.
(2) Offers to sell

For the 180-day period following the date on
which the Corporation makes an eligible con-
dominium property available for sale, the Cor-
poration may offer to sell the property, at the
discretion of the Corporation, to 1 or more of
the following purchasers:

(A) Qualifying households.
(B) Nonprofit organizations.
(C) Public agencies.
(D) For-profit entities.

(3) Low-income occupancy requirements
(A) In general

Except as provided in subparagraph (B),
any nonprofit organization, public agency,
or for-profit entity that purchases an eligi-
ble condominium property shall (i) make the
property available for occupancy by and
maintain it as affordable for low-income
families for the remaining useful life of the
property, or (ii) make the property available
for purchase by any such family who, except
as provided in paragraph (5), agrees to oc-
cupy the property as a principal residence
for at least 12 months and certifies in writ-
ing that the family intends to occupy the
property for at least 12 months. The restric-
tion described in clause (i) of the preceding
sentence shall be contained in the deed or
other recorded instrument.
(B) Multiple-unit purchases

If any nonprofit organization, public agen-
cy, or for-profit entity purchases more than
1 eligible condominium property as a part of
the same negotiation or purchase, the Cor-
poration may (in the discretion of the Cor-
poration) waive the requirement under sub-
paragraph (A) and provide instead that not
less than 35 percent of all eligible condomin-
ium properties purchased shall be (i) made
available for occupancy by and maintained
as affordable for low-income families for the
remaining useful life of the property, or (ii)
made available for purchase by any such
family who, except as provided in paragraph
(5), agrees to occupy the property as a prin-
cipal residence for at least 12 months and
certifies in writing that the family intends
to occupy the property for at least 12
months. The restriction described in clause

(i) of the preceding sentence shall be con-
tained in the deed or other recorded instru-
ment.
(C) Sale to other purchasers

If, upon the expiration of the 180-day pe-
riod referred to in paragraph (2), no pur-
chaser described in subparagraphs (A)
through (D) of paragraph (2) has made a bona
fide offer to purchase the property, the Cor-
poration may offer to sell the property to
any other purchaser.

(4) Recapture of profits from resale
Except as provided in paragraph (5), if any

eligible condominium property sold (A) to a
qualifying household, or (B) to a low-income
family pursuant to paragraph (3)(A)(ii) or
(3)(B)(ii), is resold by the qualifying household
or low-income family during the 1-year period
beginning upon initial acquisition by the
household or family, the Corporation shall re-
capture 75 percent of the amount of any pro-
ceeds from the resale that exceed the sum of
(i) the original sale price for the acquisition of
the property by the qualifying household or
low-income family, (ii) the costs of any im-
provements to the property made after the
date of the acquisition, and (iii) any closing
costs in connection with the acquisition.
(5) Exception to recapture requirement

The Corporation (or its successor) may in its
discretion waive the applicability to any
qualifying household or low-income family of
the requirement under paragraph (4) and the
requirements relating to residency of a quali-
fying household or low-income family (under
subsection (p)(12) of this section and para-
graph (3) of this subsection, respectively). The
Corporation may grant any such a waiver only
for good cause shown, including any necessary
relocation of the qualifying household or low-
income family.
(6) Limitations on multiple unit purchases

The Corporation may not sell or offer to sell
as part of the same negotiation or purchase
any eligible condominium properties that are
not located in the same condominium project
(as such term is defined in section 3603 of title
15). The preceding sentence may not be con-
strued to require all eligible condominium
properties offered or sold as part of the same
negotiation or purchase to be located in the
same structure.
(7) Rent limitations

Rents charged to tenants of eligible con-
dominium properties made available for occu-
pancy by very low-income families shall not
exceed 30 percent of the adjusted income of a
family whose income equals 50 percent of the
median income for the area, as determined by
the Secretary, with adjustment for family
size. Rents charged to tenants of eligible con-
dominium properties made available for occu-
pancy by low-income families other than very
low-income families shall not exceed 30 per-
cent of the adjusted income of a family whose
income equals 65 percent of the median income
for the area, as determined by the Secretary,
with adjustment for family size.
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(m) Liability provisions
(1) In general

The provisions of this section, or any failure
by the Corporation to comply with such provi-
sions, may not be used by any person to at-
tack or defeat any title to property after it is
conveyed by the Corporation.

(2) Low-income occupancy
The low-income occupancy requirements

under subsections (c), (d), (j)(3), (k)(2), and
(l)(3) of this section shall be judicially enforce-
able against purchasers of property under this
section and their successors in interest by af-
fected very low- and low-income families,
State housing finance agencies, and any agen-
cy, corporation, or authority of the United
States. The parties specified in the preceding
sentence shall be entitled to reasonable attor-
ney fees upon prevailing in any such judicial
action.

(3) Clearinghouses
A clearinghouse shall not be subject to suit

for its failure to comply with the require-
ments of this section.

(4) Corporation
The Corporation shall not be liable to any

depositor, creditor, or shareholder of any in-
sured depository institution for which the Cor-
poration has been appointed receiver or con-
servator, or of any subsidiary corporation of a
depository institution under receivership or
conservatorship, or any claimant against such
institution or subsidiary, because the disposi-
tion of assets of the institution or the subsidi-
ary under this section affects the amount of
return from the assets.

(n) Unified affordable housing programs
(1) In general

Not later than 4 months after December 17,
1993, the Corporation shall enter into an agree-
ment, as described in paragraph (3), with the
Resolution Trust Corporation that sets out a
plan for the orderly unification of the Cor-
poration’s activities, authorities, and respon-
sibilities under this section with the authori-
ties, activities, and responsibilities of the Res-
olution Trust Corporation pursuant to section
1441a(c) of this title in a manner that best
achieves an effective and comprehensive af-
fordable housing program management struc-
ture. The agreement shall be entered into
after consultation with the Affordable Hous-
ing Advisory Board under section 14(b) of the
Resolution Trust Corporation Completion Act.

(2) Authority and implementation
The Corporation shall have the authority to

carry out the provisions of the agreement en-
tered into pursuant to paragraph (1) and shall
implement such agreement as soon as prac-
ticable but in no event later than 8 months
after December 17, 1993.

(3) Terms of agreement
The agreement required under paragraph (1)

shall provide a plan for—
(A) a program unifying all activities and

responsibilities of the Corporation and the

Resolution Trust Corporation, and the de-
sign of the unified program shall take into
consideration the substantial experience of
the Resolution Trust Corporation regard-
ing—

(i) seller financing;
(ii) technical assistance;
(iii) marketing skills and relationships

with public and nonprofit entities; and
(iv) staff resources;

(B) the elimination of duplicative and un-
necessary administrative costs and re-
sources;

(C) the management structure of the uni-
fied program;

(D) a timetable for the unification; and
(E) a methodology to determine the extent

to which the provisions of this section shall
be effective, in accordance with the limita-
tions under subsection (b)(2) of this section.

(4) Transfer to FDIC
Beginning not later than October 1, 1995, the

Corporation shall carry out any remaining au-
thority and responsibilities of the Resolution
Trust Corporation, as set forth in section
1441a(c) of this title.

(o) Report
To the extent applicable, in the annual report

submitted by the Secretary to the Congress
under section 3536 of title 42, the Secretary shall
include a detailed description of any activities
under this section, including recommendations
for any additional authority the Secretary con-
siders necessary to implement the provisions of
this section.
(p) Definitions

For purposes of this section:
(1) Adjusted income and income

The terms ‘‘adjusted income’’ and ‘‘income’’
shall have the meaning given such terms in
section 3(b) of the United States Housing Act
of 1937 [42 U.S.C. 1437a(b)].
(2) Clearinghouse

The term ‘‘clearinghouse’’ means—
(A) the State housing finance agency for

the State in which an eligible residential
property or eligible condominium property
is located;

(B) the Office of Community Investment
(or other comparable division) within the
Federal Housing Finance Board; and

(C) any national nonprofit organizations
(including any nonprofit entity established
by the corporation established under title IX
of the Housing and Community Development
Act of 1968 [42 U.S.C. 3931 et seq.]) that the
Corporation determines has the capacity to
act as a clearinghouse for information.

(3) Corporation
The term ‘‘Corporation’’ means the Federal

Deposit Insurance Corporation acting in its
corporate capacity or its capacity as receiver.
(4) Eligible condominium property

The term ‘‘eligible condominium property’’
means a condominium unit, as such term is
defined in section 3603 of title 15—
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(A) to which such Corporation acquires
title in its corporate capacity, its capacity
as conservator, or its capacity as receiver
(including in its capacity as the sole owner
of a subsidiary corporation of a depository
institution under conservatorship or receiv-
ership, which subsidiary has as its principal
business the ownership of real property); and

(B) that has an appraised value that does
not exceed the amount provided in section
203(b)(2)(A) of the National Housing Act [12
U.S.C. 1709(b)(2)(A)] except that such amount
shall not exceed $101,250 in the case of a 1-
family residence, $114,000 in the case of a 2-
family residence, $138,000 in the case of a 3-
family residence, and $160,000 in the case of
a 4-family residence.

(5) Eligible multifamily housing property
The term ‘‘eligible multifamily housing

property’’ means a property consisting of
more than 4 dwelling units—

(A) to which the Corporation acquires title
in its corporate capacity, its capacity as
conservator, or its capacity as receiver (in-
cluding in its capacity as the sole owner of
a subsidiary corporation of a depository in-
stitution under conservatorship or receiver-
ship, which subsidiary has as its principal
business the ownership of real property); and

(B) that has an appraised value that does
not exceed the applicable dollar amount
specified in section 221(d)(3)(ii) of the Na-
tional Housing Act [12 U.S.C. 1715l(d)(3)(ii)]
for elevator-type structures, as such dollar
amount is increased under such section for
geographical areas or on a project-by-project
basis (except that any such increase on a
project-by-project basis shall be made pursu-
ant to a determination by the Corporation
that such increase is necessary).

(6) Eligible residential property
The term ‘‘eligible residential property’’ in-

cludes eligible single family properties and eli-
gible multifamily housing properties.

(7) Eligible single family property
The term ‘‘eligible single family property’’

means a 1- to 4-family residence (including a
manufactured home)—

(A) to which the Corporation acquires title
in its corporate capacity, its capacity as
conservator, or its capacity as receiver (in-
cluding in its capacity as the sole owner of
a subsidiary corporation of a depository in-
stitution under conservatorship or receiver-
ship, which subsidiary has as its principal
business the ownership of real property); and

(B) that has an appraised value that does
not exceed the amount provided in section
203(b)(2)(A) of the National Housing Act [12
U.S.C. 1709(b)(2)(A)] except that such amount
shall not exceed $101,250 in the case of a 1-
family residence, $114,000 in the case of a 2-
family residence, $138,000 in the case of a 3-
family residence, and $160,000 in the case of
a 4-family residence.

(8) Low-income families
The term ‘‘low-income families’’ means fam-

ilies and individuals whose incomes do not ex-

ceed 80 percent of the median income of the
area involved, as determined by the Secretary,
with adjustment for family size.
(9) Net realizable market value

The term ‘‘net realizable market value’’
means a price below the market value that
takes into account (A) any reductions in hold-
ing costs resulting from the expedited sale of
a property, including foregone real estate
taxes, insurance, maintenance costs, security
costs, and loss of use of funds, and (B) the
avoidance, if applicable, of fees paid to real es-
tate brokers, auctioneers, or other individuals
or organizations involved in the sale of prop-
erty owned by the Corporation.
(10) Nonprofit organization

The term ‘‘nonprofit organization’’ means a
private organization (including a limited eq-
uity cooperative)—

(A) no part of the earnings of which inures
to the benefit of any member, shareholder,
founder, contributor, or individual; and

(B) that is approved by the Corporation as
to financial responsibility.

(11) Public agency
The term ‘‘public agency’’ means any Fed-

eral, State, local, or other governmental en-
tity, and includes any public housing agency.
(12) Qualifying household

The term ‘‘qualifying household’’ means a
household—

(A) who intends to occupy eligible single
family property as a principal residence;

(B) who agrees to occupy the property as a
principal residence for at least 12 months;

(C) who certifies in writing that the house-
hold intends to occupy the property as a
principal residence for at least 12 months;
and

(D) whose income does not exceed 115 per-
cent of the median income for the area, as
determined by the Secretary, with adjust-
ment for family size.

(13) Qualifying multifamily purchaser
The term ‘‘qualifying multifamily pur-

chaser’’ means—
(A) a public agency;
(B) a nonprofit organization; or
(C) a for-profit entity, which makes a com-

mitment (for itself or any related entity) to
comply with the low-income occupancy re-
quirements under subsection (d)(7) of this
section for any eligible multifamily housing
property for which an offer to purchase is
made during or after the periods specified
under subsection (d) of this section.

(14) Secretary
The term ‘‘Secretary’’ means the Secretary

of Housing and Urban Development.
(15) State housing finance agency

The term ‘‘State housing finance agency’’
means the public agency, authority, corpora-
tion, or other instrumentality of a State that
has the authority to provide residential mort-
gage loan financing throughout the State.
(16) Very low-income families

The term ‘‘very low-income families’’ means
families and individuals whose incomes do not
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exceed 50 percent of the median income of the
area involved, as determined by the Secretary,
with adjustment for family size.

(q) Notice to clearinghouses regarding ineligible
properties

(1) In general
Within a reasonable period of time after ac-

quiring title to an ineligible residential prop-
erty, the Corporation shall, to the extent prac-
ticable, provide written notice to clearing-
houses.

(2) Content
For ineligible single family properties, such

notice shall contain the same information
about such properties that the notice required
under subsection (c)(1) of this section contains
with respect to eligible single family prop-
erties. For ineligible multifamily housing
properties, such notice shall contain the same
information about such properties that the no-
tice required under subsection (d)(1) of this
section contains with respect to eligible
multifamily housing properties. For ineligible
condominium properties, such notice shall
contain the same information about such
properties that the notice required under sub-
section (l)(1) of this section contains with re-
spect to eligible condominium properties.

(3) Availability
The clearinghouses shall make such infor-

mation available, upon request, to other pub-
lic agencies, other nonprofit organizations,
qualifying households, qualifying multifamily
purchasers, and other purchasers, as appro-
priate.

(4) Definitions
For purposes of this subsection, the follow-

ing definitions shall apply:

(A) Ineligible condominium property
The term ‘‘ineligible condominium prop-

erty’’ means any eligible condominium prop-
erty to which the provisions of this section
do not apply as a result of the limitations
under subsection (b)(2)(A) of this section.

(B) Ineligible multifamily housing property
The term ‘‘ineligible multifamily housing

property’’ means any eligible multifamily
housing property to which the provisions of
this section do not apply as a result of the
limitations under subsection (b)(2)(A) of this
section.

(C) Ineligible single family property
The term ‘‘ineligible single family prop-

erty’’ means any eligible single family prop-
erty to which the provisions of this section
do not apply as a result of the limitations
under subsection (b)(2)(A) of this section.

(D) Ineligible residential property
The term ‘‘ineligible residential property’’

includes ineligible single family properties,
ineligible multifamily housing properties,
and ineligible condominium properties.

(Sept. 21, 1950, ch. 967, § 2[40], as added Pub. L.
102–242, title II, § 241(a), Dec. 19, 1991, 105 Stat.
2317; amended Pub. L. 102–389, title II, Oct. 6,

1992, 106 Stat. 1592, 1593; Pub. L. 102–550, title V,
§ 503(c)(4), Oct. 28, 1992, 106 Stat. 3780; Pub. L.
103–204, §§ 13, 14(a)(2), (d)(2), (e)(2), (f)(2), Dec. 17,
1993, 107 Stat. 2391, 2393, 2396, 2398; Pub. L.
103–325, title VI, § 602(a)(65), (66), Sept. 23, 1994,
108 Stat. 2291; Pub. L. 106–400, § 2, Oct. 30, 2000,
114 Stat. 1675.)

REFERENCES IN TEXT

Section 1204(c)(3) of the Financial Institutions Re-
form, Recovery, and Enforcement Act of 1989, referred
to in subsec. (g)(1)(B), is section 1204(c)(3) of Pub. L.
101–73, which is set out as a note under section 1811 of
this title.

The United States Housing Act of 1937, referred to in
subsec. (g)(2), is act Sept. 1, 1937, ch. 896, as revised gen-
erally by Pub. L. 93–383, title II, Aug. 22, 1974, 88 Stat.
653, which is classified generally to chapter 8 (§ 1437 et
seq.) of Title 42, The Public Health and Welfare. For
complete classification of this Act to the Code, see
Short Title note set out under section 1437 of Title 42
and Tables.

The McKinney-Vento Homeless Assistance Act, re-
ferred to in subsec. (g)(2), is Pub. L. 100–77, July 22, 1987,
101 Stat. 482, as amended. Title IV of the Act is classi-
fied principally to subchapter IV (§ 11361 et seq.) of
chapter 119 of Title 42. For complete classification of
this Act to the Code, see Short Title note set out under
section 11301 of Title 42 and Tables.

The National Housing Act, referred to in subsec.
(g)(2), is act June 27, 1934, ch. 847, 48 Stat. 1246, as
amended, which is classified principally to chapter 13
(§ 1701 et seq.) of this title. For complete classification
of this Act to the Code, see section 1701 of this title and
Tables.

The Housing Act of 1949, referred to in subsec. (g)(3),
is act July 15, 1949, ch. 338, 63 Stat. 413, as amended.
Title V of the Act is classified generally to subchapter
III (§ 1471 et seq.) of chapter 8A of Title 42. For complete
classification of this Act to the Code, see Short Title
note set out under section 1441 of Title 42 and Tables.

The Cranston-Gonzalez National Affordable Housing
Act, referred to in subsecs. (g)(5)(A) and (h)(3), is Pub.
L. 101–625, Nov. 28, 1990, 104 Stat. 4079. Title II of the
Act, also known as the ‘‘HOME Investment Partner-
ships Act’’, is classified principally to subchapter II
(§ 12721 et seq.) of chapter 130 of Title 42. Title IV of the
Act, also known as the ‘‘Homeownership and Oppor-
tunity Through HOPE Act’’, enacted subchapter II–A
(§ 1437aaa et seq.) of chapter 8 of Title 42 and subchapter
IV (§ 12871 et seq.) of chapter 130 of Title 42, amended
sections 1437c, 1437f, 1437l, 1437p, 1437r, and 1437s of Title
42 and section 1709 of this title, and enacted provisions
set out as notes under sections 1437c, 1437aa, and
1437aaa of Title 42. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 12701 of Title 42 and Tables.

Section 14(b) of the Resolution Trust Corporation
Completion Act, referred to in subsec. (n)(1), is section
14(b) of Pub. L. 103–204, which is set out below.

The Housing and Community Development Act of
1968, referred to in subsec. (p)(2)(C), probably means the
Housing and Urban Development Act of 1968, Pub. L.
90–448, Aug. 1, 1968, 82 Stat. 476, as amended. Title IX of
the Act is classified principally to chapter 49 (§ 3931 et
seq.) of Title 42. For complete classification of this Act
to the Code, see Short Title of 1968 Amendments note
set out under section 1701 of this title and Tables.

CODIFICATION

Another section 2[40] of act Sept. 21, 1950, was renum-
bered section 2[43] and is classified to section 1831t of
this title.

AMENDMENTS

2000—Subsec. (g)(2). Pub. L. 106–400 substituted
‘‘McKinney-Vento Homeless Assistance Act’’ for
‘‘Stewart B. McKinney Homeless Assistance Act’’.
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1994—Subsec. (c)(4)(A). Pub. L. 103–325, § 602(a)(65),
substituted ‘‘subparagraphs (B) and (C) of subsection
(p)(12) of this section’’ for ‘‘subsections (p)(12)(B) and
(C) of this section’’.

Subsec. (d)(8)(A). Pub. L. 103–325, § 602(a)(66), sub-
stituted ‘‘meeting the’’ for ‘‘meeting’’.

1993—Subsec. (g)(1)(B). Pub. L. 103–204, § 14(d)(2), in-
serted at end ‘‘The Corporation shall periodically pro-
vide, to a wide range of minority- and women-owned
businesses engaged in providing affordable housing and
to nonprofit organizations, more than 50 percent of the
control of which is held by 1 or more minority individ-
uals, that are engaged in providing affordable housing,
information that is sufficient to inform such businesses
and organizations of the availability and terms of fi-
nancing under this subparagraph; such information
may be provided directly, by notices published in peri-
odicals and other publications that regularly provide
information to such businesses or organizations, and
through persons and organizations that regularly pro-
vide information or services to such businesses or orga-
nizations. For purposes of this subparagraph, the terms
‘women-owned business’ and ‘minority-owned business’
have the meanings given such terms in section 1441a(r)
of this title, and the term ‘minority’ has the meaning
given such term in section 1204(c)(3) of the Financial
Institutions Reform, Recovery, and Enforcement Act of
1989.’’

Subsec. (m)(4). Pub. L. 103–204, § 14(f)(2), amended par.
(4) generally. Prior to amendment, par. (4) read as fol-
lows: ‘‘The Corporation shall not be liable to any de-
positor, creditor, or shareholder of any insured deposi-
tory institution for which the Corporation has been ap-
pointed receiver, or any claimant against such an insti-
tution, because the disposition of assets of the institu-
tion under this section affects the amount of return
from the assets.’’

Subsec. (n). Pub. L. 103–204, § 14(e)(2), amended subsec.
(n) generally. Prior to amendment, subsec. (n) read as
follows: ‘‘AFFORDABLE HOUSING PROGRAM OFFICE.—The
Corporation shall establish an Affordable Housing Pro-
gram Office within the Corporation to carry out the
provisions of this section and shall dedicate certain
staff of the Corporation to the office.’’

Subsec. (p)(4)(A), (5)(A), (7)(A). Pub. L. 103–204, § 13, in-
serted ‘‘in its corporate capacity, its capacity as con-
servator, or its capacity as receiver (including in its ca-
pacity as the sole owner of a subsidiary corporation of
a depository institution under conservatorship or re-
ceivership, which subsidiary has as its principal busi-
ness the ownership of real property)’’ before ‘‘; and’’.

Subsec. (q). Pub. L. 103–204, § 14(a)(2), added subsec.
(q).

1992—Subsec. (p)(4)(B). Pub. L. 102–550 amended sub-
par. (B) generally. Prior to amendment, subpar. (B)
read as follows: ‘‘that has an appraised value that does
not exceed the applicable dollar amount specified in
the first sentence of section 203(b)(2) of the National
Housing Act, as such dollar amount is increased on an
area-by-area basis under such section for areas with
high prevailing housing sales prices, except that for
purposes of this paragraph no such increase may exceed
150 percent of the dollar amount specified in section
203(b)(2).’’

Pub. L. 102–389 added subpar. (B) and struck out
former subpar. (B) which read as follows: ‘‘that has an
appraised value that does not exceed the applicable dol-
lar amount set forth in the first sentence of section
203(b)(2) of the National Housing Act (which may, in
the discretion of the Corporation, take into consider-
ation any increase of such amount for high-cost
areas).’’

Subsec. (p)(5)(B). Pub. L. 102–389 added subpar. (B) and
struck out former subpar. (B) which read as follows:
‘‘that has an appraised value that does not exceed the
applicable dollar amount set forth in section
221(d)(3)(ii) of the National Housing Act for elevator-
type structures (which may, in the discretion of the
Corporation, take into consideration any increase of
such amount for high-cost areas).’’

Subsec. (p)(7)(B). Pub. L. 102–550 amended subpar. (B)
generally. Prior to amendment, subpar. (B) read as fol-
lows: ‘‘that has an appraised value that does not exceed
the applicable dollar amount specified in the first sen-
tence of section 203(b)(2) of the National Housing Act,
as such dollar amount is increased on an area-by-area
basis under such section for areas with high prevailing
housing sales prices, except that for purposes of this
paragraph no such increase may exceed 150 percent of
the dollar amount specified in section 203(b)(2).’’

Pub. L. 102–389 added subpar. (B) and struck out
former subpar. (B) which read as follows: ‘‘that has an
appraised value that does not exceed the applicable dol-
lar amount set forth in the first sentence of section
203(b)(2) of the National Housing Act (which may, in
the discretion of the Corporation, take into consider-
ation any increase of such amount for high-cost
areas).’’

AFFORDABLE HOUSING ADVISORY BOARD

Section 14(b) of Pub. L. 103–204, as amended by Pub.
L. 105–216, § 14(e), (f), July 29, 1998, 112 Stat. 910, pro-
vided that:

‘‘(1) ESTABLISHMENT.—There is hereby established the
Affordable Housing Advisory Board (in this subsection
referred to as the ‘Advisory Board’) to advise the Thrift
Depositor Protection Oversight Board and the Board of
Directors of the Federal Deposit Insurance Corporation
on policies and programs related to the provision of af-
fordable housing, including the operation of the afford-
able programs.

‘‘(2) MEMBERSHIP.—The Advisory Board shall consist
of—

‘‘(A) the Secretary of Housing and Urban Develop-
ment;

‘‘(B) the Chairperson of the Board of Directors of
the Federal Deposit Insurance Corporation (or the
Chairperson’s delegate), who shall be a nonvoting
member;

‘‘(C) 4 persons appointed by the Secretary of Hous-
ing and Urban Development not later than the expi-
ration of the 90-day period beginning on the date of
the enactment of this Act [Dec. 17, 1993], who rep-
resent the interests of individuals and organizations
involved in using the affordable housing programs
(including nonprofit organizations, public agencies,
and for-profit organizations that purchase properties
under the affordable housing programs, organizations
that provide technical assistance regarding the af-
fordable housing programs, and organizations that
represent the interest of low- and moderate-income
families); and

‘‘(D) 2 persons who are members of the National
Housing Advisory Board pursuant to section
21A(d)(2)(B)(ii) of the Federal Home Loan Bank Act
[12 U.S.C. 1441a(d)(2)(B)(ii)] (as in effect before the ef-
fective date of the repeal under subsection (c)(2) [90
days after Dec. 17, 1993]), who shall be appointed by
such Board before such effective date.
‘‘(3) TERMS.—Each member shall be appointed for a

term of 4 years, except as provided in paragraphs (4)
and (5).

‘‘(4) TERMS OF INITIAL APPOINTEES.—
‘‘(A) PERMANENT POSITIONS.—As designated by the

Secretary of Housing and Urban Development at the
time of appointment, of the members first appointed
under paragraph (2)(D)—

‘‘(i) 1 shall be appointed for a term of 1 year;
‘‘(ii) 1 shall be appointed for a term of 2 years;
‘‘(iii) 1 shall be appointed for a term of 3 years;

and
‘‘(iv) 1 shall be appointed for a term of 4 years.

‘‘(B) INTERIM MEMBERS.—The members of the Advi-
sory Board under paragraph (2)(E) shall be appointed
for a single term of 4 years, which shall begin upon
the earlier of (i) the expiration of the 90-day period
beginning on the date of the enactment of this Act
[Dec. 17, 1993], or (ii) the first meeting of the Advisory
Board.
‘‘(5) VACANCIES.—Any member appointed to fill a va-

cancy occurring before the expiration of the term for



Page 1124TITLE 12—BANKS AND BANKING§ 1831r

which the member’s predecessor was appointed shall be
appointed only for the remainder of that term. A mem-
ber may serve after the expiration of that member’s
term until a successor has taken office. A vacancy in
the Commission shall be filled in the manner in which
the original appointment was made.

‘‘(6) MEETINGS.—
‘‘(A) TIMING.—The Advisory Board shall meet 2

times a year or at the request of the Board of Direc-
tors of the Federal Deposit Insurance Corporation.
The first meeting of the Advisory Board shall take
place not later than the expiration of the 90-day pe-
riod beginning on the date of the enactment of this
Act [Dec. 17, 1993].

‘‘(B) ADVICE.—The Advisory Board shall submit in-
formation and advice resulting from each meeting, in
such form as the Board considers appropriate, to the
Thrift Depositor Protection Oversight Board and the
Board of Directors of the Federal Deposit Insurance
Corporation.
‘‘(7) ANNUAL REPORTS.—For each year, the Advisory

Board shall submit a report containing its findings and
recommendations to the Committee on Banking, Hous-
ing, and Urban affairs [sic] of the Senate and the Com-
mittee on Banking, Finance and Urban Affairs of the
House of Representatives, the Federal Deposit Insur-
ance Corporation, and the Resolution Trust Corpora-
tion. The first such report shall be made not later than
the expiration of the 6-month period beginning on the
date of the enactment of this Act [Dec. 17, 1993].

‘‘(8) DEFINITION.—For purposes of this subsection, the
term ‘affordable housing programs’ means the program
under section 21A(c) of the Federal Home Loan Bank
Act [12 U.S.C. 1441a(c)] and the program under section
40 of the Federal Deposit Insurance Act [12 U.S.C.
1831q].

‘‘(9) SUNSET.—The Advisory Board established under
this subsection shall terminate on September 30, 1998.’’

[Pub. L. 105–216, § 14(e), July 29, 1998, 112 Stat. 910, pro-
vided that the amendment made by section 14(e) to sec-
tion 14(b)(2) of Pub. L. 103–204, set out above, is effec-
tive July 29, 1998.]

COORDINATION AND CONSULTATION BETWEEN FEDERAL
DEPOSIT INSURANCE CORPORATION AND RESOLUTION
TRUST CORPORATION UNDER AFFORDABLE HOUSING
PROGRAMS

Section 241(b) of Pub. L. 102–242, as amended by Pub.
L. 102–550, title XVI, § 1604(c)(1), Oct. 28, 1992, 106 Stat.
4083, provided that: ‘‘The Federal Deposit Insurance
Corporation and the Resolution Trust Corporation
shall consult and coordinate with each other in carry-
ing out their respective responsibilities under the af-
fordable housing programs under section 40 of the Fed-
eral Deposit Insurance Act [12 U.S.C. 1831q] and section
21A(c) of the Federal Home Loan Bank Act [12 U.S.C.
1441a(c)]. Such corporations shall develop any proce-
dures, and may enter into any agreements, necessary
to provide for the coordinated, efficient, and effective
operation of such programs.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1441a, 1821 of
this title; title 15 section 2227.

§ 1831r. Payments on foreign deposits prohibited

(a) In general
Notwithstanding any other provision of law,

the Corporation, the Board of Governors of the
Federal Reserve System, the Resolution Trust
Corporation, any other agency, department, and
instrumentality of the United States, and any
corporation owned or controlled by the United
States may not, directly or indirectly, make
any payment or provide any assistance, guaran-
tee, or transfer under this chapter or any other
provision of law in connection with any insured

depository institution which would have the di-
rect or indirect effect of satisfying, in whole or
in part, any claim against the institution for ob-
ligations of the institution which would con-
stitute deposits as defined in section 1813(l) of
this title but for subparagraphs (A) and (B) of
section 1813(l)(5) of this title.
(b) Exception

Subsection (a) of this section shall not apply
to any payment, assistance, guarantee, or trans-
fer made or provided by the Corporation if the
Board of Directors determines in writing that
such action is not inconsistent with any require-
ment of section 1823(c) of this title.
(c) Discount window lending

No provision of this section shall be construed
as prohibiting any Federal Reserve bank from
making advances or otherwise extending credit
pursuant to the Federal Reserve Act [12 U.S.C.
221 et seq.] to any insured depository institution
to the extent that such advance or extension of
credit is consistent with the conditions and lim-
itations imposed under section 10B of such Act
[12 U.S.C. 347b].

(Sept. 21, 1950, ch. 967, § 2[41], as added Pub. L.
102–242, title III, § 312, Dec. 19, 1991, 105 Stat.
2367.)

REFERENCES IN TEXT

The Federal Reserve Act, referred to in subsec. (c), is
act Dec. 23, 1913, ch. 6, 38 Stat. 251, as amended, which
is classified principally to chapter 3 (§ 221 et seq.) of
this title. For complete classification of this Act to the
Code, see References in Text note set out under section
226 of this title and Tables.

§ 1831r�1. Notice of branch closure

(a) Notice to appropriate Federal banking agen-
cy

(1) In general
An insured depository institution which pro-

poses to close any branch shall submit a no-
tice of the proposed closing to the appropriate
Federal banking agency not later than the
first day of the 90-day period ending on the
date proposed for the closing.
(2) Contents of notice

A notice under paragraph (1) shall include—
(A) a detailed statement of the reasons for

the decision to close the branch; and
(B) statistical or other information in sup-

port of such reasons.
(b) Notice to customers

(1) In general
An insured depository institution which pro-

poses to close a branch shall provide notice of
the proposed closing to its customers.
(2) Contents of notice

Notice under paragraph (1) shall consist of—
(A) posting of a notice in a conspicuous

manner on the premises of the branch pro-
posed to be closed during not less than the
30-day period ending on the date proposed for
that closing; and

(B) inclusion of a notice in—
(i) at least one of any regular account

statements mailed to customers of the
branch proposed to be closed, or
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(ii) in a separate mailing,

by not later than the beginning of the 90-day
period ending on the date proposed for that
closing.

(c) Adoption of policies
Each insured depository institution shall

adopt policies for closings of branches of the in-
stitution.
(d) Branch closures in interstate banking or

branching operations
(1) Notice requirements

In the case of an interstate bank which pro-
poses to close any branch in a low- or mod-
erate-income area, the notice required under
subsection (b)(2) of this section shall contain
the mailing address of the appropriate Federal
banking agency and a statement that com-
ments on the proposed closing of such branch
may be mailed to such agency.
(2) Action required by appropriate Federal

banking agency
If, in the case of a branch referred to in para-

graph (1)—
(A) a person from the area in which such

branch is located—
(i) submits a written request relating to

the closing of such branch to the appro-
priate Federal banking agency; and

(ii) includes a statement of specific rea-
sons for the request, including a discussion
of the adverse effect of such closing on the
availability of banking services in the area
affected by the closing of the branch; and

(B) the agency concludes that the request
is not frivolous,

the agency shall consult with community
leaders in the affected area and convene a
meeting of representatives of the agency and
other interested depository institution regu-
latory agencies with community leaders in the
affected area and such other individuals, orga-
nizations, and depository institutions (as de-
fined in section 461(b)(1)(A) of this title) as the
agency may determine, in the discretion of the
agency, to be appropriate, to explore the fea-
sibility of obtaining adequate alternative fa-
cilities and services for the affected area, in-
cluding the establishment of a new branch by
another depository institution, the chartering
of a new depository institution, or the estab-
lishment of a community development credit
union, following the closing of the branch.
(3) No effect on closing

No action by the appropriate Federal bank-
ing agency under paragraph (2) shall affect the
authority of an interstate bank to close a
branch (including the timing of such closing)
if the requirements of subsections (a) and (b)
of this section have been met by such bank
with respect to the branch being closed.
(4) Definitions

For purposes of this subsection, the follow-
ing definitions shall apply:

(A) Interstate bank defined
The term ‘‘interstate bank’’ means a bank

which maintains branches in more than 1
State.

(B) Low- or moderate-income area
The term ‘‘low- or moderate-income area’’

means a census tract for which the median
family income is—

(i) less than 80 percent of the median
family income for the metropolitan statis-
tical area (as designated by the Director of
the Office of Management and Budget) in
which the census tract is located; or

(ii) in the case of a census tract which is
not located in a metropolitan statistical
area, less than 80 percent of the median
family income for the State in which the
census tract is located, as determined
without taking into account family in-
come in metropolitan statistical areas in
such State.

(e) Scope of application
This section shall not apply with respect to—

(1) an automated teller machine;
(2) the relocation of a branch or consolida-

tion of one or more branches into another
branch, if the relocation or consolidation—

(A) occurs within the immediate neighbor-
hood; and

(B) does not substantially affect the na-
ture of the business or customers served; or

(3) a branch that is closed in connection
with—

(A) an emergency acquisition under—
(i) section 1821(n) of this title; or
(ii) subsection (f) or (k) of section 1823 of

this title; or

(B) any assistance provided by the Cor-
poration under section 1823(c) of this title.

(Sept. 21, 1950, ch. 967, § 2[42], formerly § 2[39], as
added Pub. L. 102–242, title II, § 228, Dec. 19, 1991,
105 Stat. 2308; renumbered § 2[42], Pub. L. 102–550,
title XVI, § 1602(a), Oct. 28, 1992, 106 Stat. 4078;
amended Pub. L. 103–328, title I, § 106, Sept. 29,
1994, 108 Stat. 2357; Pub. L. 104–208, div. A, title
II, § 2213, Sept. 30, 1996, 110 Stat. 3009–411.)

CODIFICATION

Section was classified to section 1831p of this title
prior to renumbering by Pub. L. 102–550.

AMENDMENTS

1996—Subsec. (e). Pub. L. 104–208 added subsec. (e).
1994—Subsec. (d). Pub. L. 103–328 added subsec. (d).

§ 1831s. Transferred

CODIFICATION

Section, act Sept. 21, 1950, ch. 967, § 2[39], as added
Dec. 19, 1991, Pub. L. 102–242, title I, § 132(a), 105 Stat.
2267, as amended, which related to standards for safety
and soundness, was transferred to section 1831p–1 of
this title.

§ 1831t. Depository institutions lacking Federal
deposit insurance

(a) Annual independent audit of private deposit
insurers

(1) Audit required
Any private deposit insurer shall obtain an

annual audit from an independent auditor
using generally accepted auditing standards.
The audit shall include a determination of
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whether the private deposit insurer follows
generally accepted accounting principles and
has set aside sufficient reserves for losses.

(2) Providing copies of audit report

(A) Private deposit insurer
The private deposit insurer shall provide a

copy of the audit report—
(i) to each depository institution the de-

posits of which are insured by the private
deposit insurer, not later than 14 days
after the audit is completed; and

(ii) to the appropriate supervisory agen-
cy of each State in which such an institu-
tion receives deposits, not later than 7
days after the audit is completed.

(B) Depository institution
Any depository institution the deposits of

which are insured by the private deposit in-
surer shall provide a copy of the audit re-
port, upon request, to any current or pro-
spective customer of the institution.

(b) Disclosure required
Any depository institution lacking Federal de-

posit insurance shall, within the United States,
do the following:

(1) Periodic statements; account records
Include conspicuously in all periodic state-

ments of account, on each signature card, and
on each passbook, certificate of deposit, or
similar instrument evidencing a deposit a no-
tice that the institution is not federally in-
sured, and that if the institution fails, the
Federal Government does not guarantee that
depositors will get back their money.

(2) Advertising; premises
Include conspicuously in all advertising and

at each place where deposits are normally re-
ceived a notice that the institution is not fed-
erally insured.

(3) Acknowledgement of disclosure

(A) New depositors
With respect to any depositor who was not

a depositor at the depository institution be-
fore June 19, 1994, receive any deposit for the
account of such depositor only if the deposi-
tor has signed a written acknowledgement
that—

(i) the institution is not federally in-
sured; and

(ii) if the institution fails, the Federal
Government does not guarantee that the
depositor will get back the depositor’s
money.

(B) Current depositors
Receive any deposit after the effective

date of this paragraph for the account of any
depositor who was a depositor before June
19, 1994, only if—

(i) the depositor has signed a written ac-
knowledgement described in subparagraph
(A); or

(ii) the institution has complied with the
provisions of subparagraph (C) which are
applicable as of the date of the deposit.

(C) Alternative provision of notice to current
depositors

(i) In general
Transmit to each depositor who was a

depositor before June 19, 1994, and has not
signed a written acknowledgement de-
scribed in subparagraph (A)—

(I) a card containing the information
described in clauses (i) and (ii) of sub-
paragraph (A), and a line for the signa-
ture of the depositor; and

(II) accompanying materials request-
ing the depositor to sign the card, and
return the signed card to the institution.

(ii) Manner and timing of notice
(I) First notice

Make the transmission described in
clause (i) via first class mail not later
than September 12, 1994.
(II) Second notice

Make a second transmission described
in clause (i) via first class mail not less
than 30 days and not more than 45 days
after a transmission to the depositor in
accordance with subclause (I), if the in-
stitution has not, by the date of such
mailing, received from the depositor a
card referred to in clause (i) which has
been signed by the depositor.
(III) Third notice

Make a third transmission described in
clause (i) via first class mail not less
than 30 days and not more than 45 days
after a transmission to the depositor in
accordance with subclause (II), if the in-
stitution has not, by the date of such
mailing, received from the depositor a
card referred to in clause (i) which has
been signed by the depositor.

(c) Manner and content of disclosure
To ensure that current and prospective cus-

tomers understand the risks involved in fore-
going Federal deposit insurance, the Federal
Trade Commission, by regulation or order, shall
prescribe the manner and content of disclosure
required under this section.
(d) Exceptions for institutions not receiving re-

tail deposits
The Federal Trade Commission may, by regu-

lation or order, make exceptions to subsection
(b) of this section for any depository institution
that, within the United States, does not receive
initial deposits of less than $100,000 from individ-
uals who are citizens or residents of the United
States, other than money received in connection
with any draft or similar instrument issued to
transmit money.
(e) Eligibility for Federal deposit insurance

(1) In general
Except as permitted by the Federal Trade

Commission, in consultation with the Federal
Deposit Insurance Corporation, no depository
institution (other than a bank, including an
unincorporated bank) lacking Federal deposit
insurance may use the mails or any instru-
mentality of interstate commerce to receive
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or facilitate receiving deposits, unless the ap-
propriate supervisor of the State in which the
institution is chartered has determined that
the institution meets all eligibility require-
ments for Federal deposit insurance, includ-
ing—

(A) in the case of an institution described
in section 461(b)(1)(A)(iv) of this title, all eli-
gibility requirements set forth in the Fed-
eral Credit Union Act [12 U.S.C. 1751 et seq.]
and regulations of the National Credit Union
Administration; and

(B) in the case of any other institution, all
eligibility requirements set forth in this
chapter and regulations of the Corporation.

(2) Authority of FDIC and NCUA not affected
No determination under paragraph (1) shall

bind, or otherwise affect the authority of, the
National Credit Union Administration or the
Corporation.

(f) Definitions
For purposes of this section:
(1) Appropriate supervisor

The ‘‘appropriate supervisor’’ of a depository
institution means the agency primarily re-
sponsible for supervising the institution.
(2) Depository institution

The term ‘‘depository institution’’ in-
cludes—

(A) any entity described in section
461(b)(1)(A)(iv) of this title; and

(B) any entity that, as determined by the
Federal Trade Commission—

(i) is engaged in the business of receiving
deposits; and

(ii) could reasonably be mistaken for a
depository institution by the entity’s cur-
rent or prospective customers.

(3) Lacking Federal deposit insurance
A depository institution lacks Federal de-

posit insurance if the institution is not ei-
ther—

(A) an insured depository institution; or
(B) an insured credit union, as defined in

section 101 of the Federal Credit Union Act
[12 U.S.C. 1752].

(4) Private deposit insurer
The term ‘‘private deposit insurer’’ means

any entity insuring the deposits of any deposi-
tory institution lacking Federal deposit insur-
ance.

(g) Enforcement
Compliance with the requirements of this sec-

tion, and any regulation prescribed or order is-
sued under this section, shall be enforced under
the Federal Trade Commission Act [15 U.S.C. 41
et seq.] by the Federal Trade Commission.

(Sept. 21, 1950, ch. 967, § 2[43], formerly § 2[40], as
added Pub. L. 102–242, title I, § 151(a)(1), Dec. 19,
1991, 105 Stat. 2282; renumbered § 2[43], Pub. L.
102–550, title XVI § 1602(b), Oct. 28, 1992, 106 Stat.
4078; amended Pub. L. 103–325, title III, § 340(a),
Sept. 23, 1994, 108 Stat. 2237.)

REFERENCES IN TEXT

For the effective date of this paragraph, referred to in
subsec. (b)(3)(B), see Effective Date of 1994 Amendment
note below.

The Federal Credit Union Act, referred to in subsec.
(e)(1)(A), is act June 26, 1934, ch. 750, 48 Stat. 1216, as
amended, which is classified generally to chapter 14
(§ 1751 et seq.) of this title. For complete classification
of this Act to the Code, see section 1751 of this title and
Tables.

The Federal Trade Commission Act, referred to in
subsec. (g), is act Sept. 26, 1914, ch. 311, 38 Stat. 717, as
amended, which is classified generally to subchapter I
(§ 41 et seq.) of chapter 2 of Title 15, Commerce and
Trade. For complete classification of this Act to the
Code, see section 58 of Title 15 and Tables.

AMENDMENTS

1994—Subsec. (b)(3). Pub. L. 103–325 amended heading
and text of subsec. (b)(3) generally. Prior to amend-
ment, text read as follows: ‘‘Receive deposits only for
the account of persons who have signed a written ac-
knowledgment that the institution is not federally in-
sured, and that if the institution fails, the Federal Gov-
ernment does not guarantee that they will get back
their money.’’

EFFECTIVE DATE OF 1994 AMENDMENT

Section 340(b) of Pub. L. 103–325 provided that: ‘‘Sec-
tion 43(b)(3) of the Federal Deposit Insurance Act [12
U.S.C. 1831t(b)(3)], as amended by subsection (a), shall
take effect in accordance with section 151(a)(2)(D) of
the Federal Deposit Insurance Corporation Improve-
ment Act of 1991 [see Effective Date note below].’’

EFFECTIVE DATE

Section 151(a)(2) of Pub. L. 102–242 provided that:
‘‘Section 40 of the Federal Deposit Insurance Act [12
U.S.C. 1831t] (as added by paragraph (1)) shall become
effective on the date of enactment of this Act [Dec. 19,
1991], except that—

‘‘(A) paragraphs (1) and (2) of subsection (b) shall
become effective 1 year after the date of enactment of
this Act;

‘‘(B) during the period beginning 1 year after that
date of enactment of this Act and ending 30 months
after that date of enactment, subsection (b)(1) shall
apply with ‘, and that if the institution fails, the
Federal Government does not guarantee that deposi-
tors will get back their money’ omitted;

‘‘(C) subsection (e) shall become effective 2 years
after that date of enactment; and

‘‘(D) subsection (b)(3) shall become effective 30
months after that date of enactment.’’

VIABILITY OF PRIVATE DEPOSIT INSURERS

Section 151(b) of Pub. L. 102–242, as amended by Pub.
L. 102–550, title XVI, § 1603(f)(1), Oct. 28, 1992, 106 Stat.
4081, provided that:

‘‘(1) DEADLINE FOR INITIAL INDEPENDENT AUDIT.—The
initial annual audit under section 43(a)(1) of the Fed-
eral Deposit Insurance Act [12 U.S.C. 1831t(a)(1)] (as
added by subsection (a)) shall be completed not later
than 120 days after the date of enactment of this Act
[Dec. 19, 1991].

‘‘(2) BUSINESS PLAN REQUIRED.—Not later than 240
days after the date of enactment of this Act [Dec. 19,
1991], any private deposit insurer shall provide a busi-
ness plan to each appropriate supervisor of each State
in which deposits are received by any depository insti-
tution lacking Federal deposit insurance the deposits
of which are insured by a private deposit insurer. The
business plan shall explain in detail why the private de-
posit insurer is viable, and shall, at a minimum—

‘‘(A) describe the insurer’s—
‘‘(i) underwriting standards;
‘‘(ii) resources, including trends in and forecasts

of assets, income, and expenses;
‘‘(iii) risk-management program, including exam-

ination and supervision, problem case resolution,
and remedies; and
‘‘(B) include, for the preceding 5 years, copies of an-

nual audits, annual reports, and annual meeting
agendas and minutes.
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‘‘(3) DEFINITIONS.—For purposes of this subsection,
the terms ‘appropriate supervisor’, ‘depository institu-
tion’, ‘lacking Federal deposit insurance’, and ‘private
deposit insurer’ have the same meaning as in section
43(f) of the Federal Deposit Insurance Act [12 U.S.C.
1831t(f)] (as added by subsection (a)).’’

§ 1831u. Interstate bank mergers

(a) Approval of interstate merger transactions
authorized

(1) In general
Beginning on June 1, 1997, the responsible

agency may approve a merger transaction
under section 1828(c) of this title between in-
sured banks with different home States, with-
out regard to whether such transaction is pro-
hibited under the law of any State.
(2) State election to prohibit interstate merger

transactions
(A) In general

Notwithstanding paragraph (1), a merger
transaction may not be approved pursuant
to paragraph (1) if the transaction involves a
bank the home State of which has enacted a
law after September 29, 1994, and before June
1, 1997, that—

(i) applies equally to all out-of-State
banks; and

(ii) expressly prohibits merger trans-
actions involving out-of-State banks.

(B) No effect on prior approvals of merger
transactions

A law enacted by a State pursuant to sub-
paragraph (A) shall have no effect on merger
transactions that were approved before the
effective date of such law.

(3) State election to permit early interstate
merger transactions

(A) In general
A merger transaction may be approved

pursuant to paragraph (1) before June 1, 1997,
if the home State of each bank involved in
the transaction has in effect, as of the date
of the approval of such transaction, a law
that—

(i) applies equally to all out-of-State
banks; and

(ii) expressly permits interstate merger
transactions with all out-of-State banks.

(B) Certain conditions allowed
A host State may impose conditions on a

branch within such State of a bank resulting
from an interstate merger transaction if—

(i) the conditions do not have the effect
of discriminating against out-of-State
banks, out-of-State bank holding compa-
nies, or any subsidiary of such bank or
company (other than on the basis of a na-
tionwide reciprocal treatment require-
ment);

(ii) the imposition of the conditions is
not preempted by Federal law; and

(iii) the conditions do not apply or re-
quire performance after May 31, 1997.

(4) Interstate merger transactions involving ac-
quisitions of branches

(A) In general
An interstate merger transaction may in-

volve the acquisition of a branch of an in-

sured bank without the acquisition of the
bank only if the law of the State in which
the branch is located permits out-of-State
banks to acquire a branch of a bank in such
State without acquiring the bank.

(B) Treatment of branch for purposes of this
section

In the case of an interstate merger trans-
action which involves the acquisition of a
branch of an insured bank without the ac-
quisition of the bank, the branch shall be
treated, for purposes of this section, as an
insured bank the home State of which is the
State in which the branch is located.

(5) Preservation of State age laws
(A) In general

The responsible agency may not approve
an application pursuant to paragraph (1)
that would have the effect of permitting an
out-of-State bank or out-of-State bank hold-
ing company to acquire a bank in a host
State that has not been in existence for the
minimum period of time, if any, specified in
the statutory law of the host State.

(B) Special rule for State age laws specifying
a period of more than 5 years

Notwithstanding subparagraph (A), the re-
sponsible agency may approve a merger
transaction pursuant to paragraph (1) in-
volving the acquisition of a bank that has
been in existence at least 5 years without re-
gard to any longer minimum period of time
specified in a statutory law of the host
State.

(6) Shell banks
For purposes of this subsection, a bank that

has been chartered solely for the purpose of,
and does not open for business prior to, acquir-
ing control of, or acquiring all or substan-
tially all of the assets of, an existing bank or
branch shall be deemed to have been in exist-
ence for the same period of time as the bank
or branch to be acquired.

(b) Provisions relating to application and ap-
proval process

(1) Compliance with State filing requirements
(A) In general

Any bank which files an application for an
interstate merger transaction shall—

(i) comply with the filing requirements
of any host State of the bank which will
result from such transaction to the extent
that the requirement—

(I) does not have the effect of discrimi-
nating against out-of-State banks or
out-of-State bank holding companies or
subsidiaries of such banks or bank hold-
ing companies; and

(II) is similar in effect to any require-
ment imposed by the host State on a
nonbanking corporation incorporated in
another State that engages in business
in the host State; and

(ii) submit a copy of the application to
the State bank supervisor of the host
State.
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(B) Penalty for failure to comply
The responsible agency may not approve

an application for an interstate merger
transaction if the applicant materially fails
to comply with subparagraph (A).

(2) Concentration limits
(A) Nationwide concentration limits

The responsible agency may not approve
an application for an interstate merger
transaction if the resulting bank (including
all insured depository institutions which are
affiliates of the resulting bank), upon con-
summation of the transaction, would control
more than 10 percent of the total amount of
deposits of insured depository institutions in
the United States.
(B) Statewide concentration limits other

than with respect to initial entries
The responsible agency may not approve

an application for an interstate merger
transaction if—

(i) any bank involved in the transaction
(including all insured depository institu-
tions which are affiliates of any such
bank) has a branch in any State in which
any other bank involved in the transaction
has a branch; and

(ii) the resulting bank (including all in-
sured depository institutions which would
be affiliates of the resulting bank), upon
consummation of the transaction, would
control 30 percent or more of the total
amount of deposits of insured depository
institutions in any such State.

(C) Effectiveness of State deposit caps
No provision of this subsection shall be

construed as affecting the authority of any
State to limit, by statute, regulation, or
order, the percentage of the total amount of
deposits of insured depository institutions in
the State which may be held or controlled
by any bank or bank holding company (in-
cluding all insured depository institutions
which are affiliates of the bank or bank
holding company) to the extent the applica-
tion of such limitation does not discriminate
against out-of-State banks, out-of-State
bank holding companies, or subsidiaries of
such banks or holding companies.
(D) Exceptions to subparagraph (B)

The responsible agency may approve an
application for an interstate merger trans-
action pursuant to subsection (a) of this sec-
tion without regard to the applicability of
subparagraph (B) with respect to any State
if—

(i) there is a limitation described in sub-
paragraph (C) in a State statute, regula-
tion, or order which has the effect of per-
mitting a bank or bank holding company
(including all insured depository institu-
tions which are affiliates of the bank or
bank holding company) to control a great-
er percentage of total deposits of all in-
sured depository institutions in the State
than the percentage permitted under sub-
paragraph (B); or

(ii) the transaction is approved by the
appropriate State bank supervisor of such

State and the standard on which such ap-
proval is based does not have the effect of
discriminating against out-of-State banks,
out-of-State bank holding companies, or
subsidiaries of such banks or holding com-
panies.

(E) Exception for certain banks
This paragraph shall not apply with re-

spect to any interstate merger transaction
involving only affiliated banks.

(3) Community reinvestment compliance
In determining whether to approve an appli-

cation for an interstate merger transaction in
which the resulting bank would have a branch
or bank affiliate immediately following the
transaction in any State in which the bank
submitting the application (as the acquiring
bank) had no branch or bank affiliate imme-
diately before the transaction, the responsible
agency shall—

(A) comply with the responsibilities of the
agency regarding such application under sec-
tion 2903 of this title;

(B) take into account the most recent
written evaluation under section 2903 of this
title of any bank which would be an affiliate
of the resulting bank; and

(C) take into account the record of compli-
ance of any applicant bank with applicable
State community reinvestment laws.

(4) Adequacy of capital and management skills
The responsible agency may approve an ap-

plication for an interstate merger transaction
pursuant to subsection (a) of this section only
if—

(A) each bank involved in the transaction
is adequately capitalized as of the date the
application is filed; and

(B) the responsible agency determines that
the resulting bank will continue to be ade-
quately capitalized and adequately managed
upon the consummation of the transaction.

(5) Surrender of charter after merger trans-
action

The charters of all banks involved in an
interstate merger transaction, other than the
charter of the resulting bank, shall be surren-
dered, upon request, to the Federal banking
agency or State bank supervisor which issued
the charter.

(c) Applicability of certain laws to interstate
banking operations

(1) State taxation authority not affected
(A) In general

No provision of this section shall be con-
strued as affecting the authority of any
State or political subdivision of any State to
adopt, apply, or administer any tax or meth-
od of taxation to any bank, bank holding
company, or foreign bank, or any affiliate of
any bank, bank holding company, or foreign
bank, to the extent such tax or tax method
is otherwise permissible by or under the
Constitution of the United States or other
Federal law.
(B) Imposition of shares tax by host States

In the case of a branch of an out-of-State
bank which results from an interstate merg-
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er transaction, a proportionate amount of
the value of the shares of the out-of-State
bank may be subject to any bank shares tax
levied or imposed by the host State, or any
political subdivision of such host State that
imposes such tax based upon a method
adopted by the host State, which may in-
clude allocation and apportionment.

(2) Applicability of antitrust laws
No provision of this section shall be con-

strued as affecting—
(A) the applicability of the antitrust laws;

or
(B) the applicability, if any, of any State

law which is similar to the antitrust laws.

(3) Reservation of certain rights to States
No provision of this section shall be con-

strued as limiting in any way the right of a
State to—

(A) determine the authority of State banks
chartered by that State to establish and
maintain branches; or

(B) supervise, regulate, and examine State
banks chartered by that State.

(4) State-imposed notice requirements
A host State may impose any notification or

reporting requirement on a branch of an out-
of-State bank if the requirement—

(A) does not discriminate against out-of-
State banks or bank holding companies; and

(B) is not preempted by any Federal law
regarding the same subject.

(d) Operations of the resulting bank
(1) Continued operations

A resulting bank may, subject to the ap-
proval of the appropriate Federal banking
agency, retain and operate, as a main office or
a branch, any office that any bank involved in
an interstate merger transaction was operat-
ing as a main office or a branch immediately
before the merger transaction.

(2) Additional branches
Following the consummation of any inter-

state merger transaction, the resulting bank
may establish, acquire, or operate additional
branches at any location where any bank in-
volved in the transaction could have estab-
lished, acquired, or operated a branch under
applicable Federal or State law if such bank
had not been a party to the merger trans-
action.

(3) Certain conditions and commitments con-
tinued

If, as a condition for the acquisition of a
bank by an out-of-State bank holding com-
pany before September 29, 1994—

(A) the home State of the acquired bank
imposed conditions on such acquisition by
such out-of-State bank holding company; or

(B) the bank holding company made com-
mitments to such State in connection with
the acquisition,

the State may enforce such conditions and
commitments with respect to such bank hold-
ing company or any affiliated successor com-
pany which controls a bank or branch in such

State as a result of an interstate merger
transaction to the same extent as the State
could enforce such conditions or commitments
against the bank holding company before the
consummation of the merger transaction.

(e) Exception for banks in default or in danger of
default

If an application under subsection (a)(1) of this
section for approval of a merger transaction
which involves 1 or more banks in default or in
danger of default or with respect to which the
Corporation provides assistance under section
1823(c) of this title, the responsible agency may
approve such application without regard to sub-
section (b) of this section, or paragraph (2), (4),
or (5) of subsection (a) of this section.
(f) Applicable rate and other charge limitations

(1) In general
In the case of any State that has a constitu-

tional provision that sets a maximum lawful
annual percentage rate of interest on any con-
tract at not more than 5 percent above the dis-
count rate for 90-day commercial paper in ef-
fect at the Federal reserve bank for the Fed-
eral reserve district in which such State is lo-
cated, except as provided in paragraph (2),
upon the establishment in such State of a
branch of any out-of-State insured depository
institution in such State under this section,
the maximum interest rate or amount of in-
terest, discount points, finance charges, or
other similar charges that may be charged,
taken, received, or reserved from time to time
in any loan or discount made or upon any
note, bill of exchange, financing transaction,
or other evidence of debt by any insured de-
pository institution whose home State is such
State shall be equal to not more than the
greater of—

(A) the maximum interest rate or amount
of interest, discount points, finance charges,
or other similar charges that may be
charged, taken, received, or reserved in a
similar transaction under the constitution
or any statute or other law of the home
State of the out-of-State insured depository
institution establishing any such branch,
without reference to this section, as such
maximum interest rate or amount of inter-
est may change from time to time; or

(B) the maximum rate or amount of inter-
est, discount points, finance charges, or
other similar charges that may be charged,
taken, received, or reserved in a similar
transaction by a State insured depository in-
stitution chartered under the laws of such
State or a national bank or Federal savings
association whose main office is located in
such State without reference to this section.

(2) Rule of construction
No provision of this subsection shall be con-

strued as superseding or affecting—
(A) the authority of any insured deposi-

tory institution to take, receive, reserve,
and charge interest on any loan made in any
State other than the State referred to in
paragraph (1); or

(B) the applicability of section 1735f–7a of
this title, section 85 of this title, or section
1831d of this title.
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(g) Definitions
For purposes of this section, the following

definitions shall apply:

(1) Adequately capitalized
The term ‘‘adequately capitalized’’ has the

same meaning as in section 1831o of this title.

(2) Antitrust laws
The term ‘‘antitrust laws’’—

(A) has the same meaning as in subsection
(a) of section 12 of title 15; and

(B) includes section 45 of title 15 to the ex-
tent such section 45 relates to unfair meth-
ods of competition.

(3) Branch
The term ‘‘branch’’ means any domestic

branch.

(4) Home State
The term ‘‘home State’’—

(A) means—
(i) with respect to a national bank, the

State in which the main office of the bank
is located; and

(ii) with respect to a State bank, the
State by which the bank is chartered; and

(B) with respect to a bank holding com-
pany, has the same meaning as in section
1841(o)(4) of this title.

(5) Host State
The term ‘‘host State’’ means, with respect

to a bank, a State, other than the home State
of the bank, in which the bank maintains, or
seeks to establish and maintain, a branch.

(6) Interstate merger transaction
The term ‘‘interstate merger transaction’’

means any merger transaction approved pur-
suant to subsection (a)(1) of this section.

(7) Merger transaction
The term ‘‘merger transaction’’ has the

meaning determined under section 1828(c)(3) of
this title.

(8) Out-of-State bank
The term ‘‘out-of-State bank’’ means, with

respect to any State, a bank whose home
State is another State.

(9) Out-of-State bank holding company
The term ‘‘out-of-State bank holding com-

pany’’ means, with respect to any State, a
bank holding company whose home State is
another State.

(10) Responsible agency
The term ‘‘responsible agency’’ means the

agency determined in accordance with section
1828(c)(2) of this title with respect to a merger
transaction.

(11) Resulting bank
The term ‘‘resulting bank’’ means a bank

that has resulted from an interstate merger
transaction under this section.

(Sept. 21, 1950, ch. 967, § 2[44], as added Pub. L.
103–328, title I, § 102(a), Sept. 29, 1994, 108 Stat.
2343; amended Pub. L. 106–102, title VII, § 731,
Nov. 12, 1999, 113 Stat. 1477.)

AMENDMENTS

1999—Subsecs. (f), (g). Pub. L. 106–102 added subsec. (f)
and redesignated former subsec. (f) as (g).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 36, 215a–1, 1820,
1828, 1831a, 3103 of this title.

§ 1831v. Authority of State insurance regulator
and Securities and Exchange Commission

(a) In general
Notwithstanding any other provision of law,

the provisions of—
(1) section 1844(c) of this title that limit the

authority of the Board of Governors of the
Federal Reserve System to require reports
from, to make examinations of, or to impose
capital requirements on holding companies
and their functionally regulated subsidiaries
or that require deference to other regulators;

(2) section 1844(g) of this title that limit the
authority of the Board to require a function-
ally regulated subsidiary of a holding com-
pany to provide capital or other funds or as-
sets to a depository institution subsidiary of
the holding company and to take certain ac-
tions including requiring divestiture of the de-
pository institution; and

(3) section 1848a of this title that limit what-
ever authority the Board might otherwise
have to take direct or indirect action with re-
spect to holding companies and their function-
ally regulated subsidiaries;

shall also limit whatever authority that a Fed-
eral banking agency might otherwise have under
any statute or regulation to require reports,
make examinations, impose capital require-
ments, or take any other direct or indirect ac-
tion with respect to any functionally regulated
affiliate of a depository institution, subject to
the same standards and requirements as are ap-
plicable to the Board under those provisions.
(b) Certain exemption authorized

No provision of this section shall be construed
as preventing the Corporation, if the Corpora-
tion finds it necessary to determine the condi-
tion of a depository institution for insurance
purposes, from examining an affiliate of any de-
pository institution, pursuant to section
1820(b)(4) of this title, as may be necessary to
disclose fully the relationship between the de-
pository institution and the affiliate, and the ef-
fect of such relationship on the depository insti-
tution.
(c) Definitions

For purposes of this section, the following
definitions shall apply:

(1) Functionally regulated subsidiary
The term ‘‘functionally regulated subsidi-

ary’’ has the meaning given the term in sec-
tion 1844(c)(5) of this title.
(2) Functionally regulated affiliate

The term ‘‘functionally regulated affiliate’’
means, with respect to any depository institu-
tion, any affiliate of such depository institu-
tion that is—

(A) not a depository institution holding
company; and
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(B) a company described in any clause of
section 1844(c)(5)(B) of this title.

(Sept. 21, 1950, ch. 967, § 2[45], as added Pub. L.
106–102, title I, § 112(b), Nov. 12, 1999, 113 Stat.
1367.)

EFFECTIVE DATE

Section effective 120 days after Nov. 12, 1999, see sec-
tion 161 of Pub. L. 106–102, set out as an Effective Date
of 1999 Amendment note under section 24 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1828 of this title.

§ 1831w. Safety and soundness firewalls applica-
ble to financial subsidiaries of banks

(a) In general
An insured State bank may control or hold an

interest in a subsidiary that engages in activi-
ties as principal that would only be permissible
for a national bank to conduct through a finan-
cial subsidiary if—

(1) the State bank and each insured deposi-
tory institution affiliate of the State bank are
well capitalized (after the capital deduction
required by paragraph (2));

(2) the State bank complies with the capital
deduction and financial statement disclosure
requirements in section 24a(c) of this title;

(3) the State bank complies with the finan-
cial and operational safeguards required by
section 24a(d) of this title; and

(4) the State bank complies with the amend-
ments to sections 23A and 23B of the Federal
Reserve Act [12 U.S.C. 371c and 371c–1] made by
section 121(b) of the Gramm-Leach-Bliley Act.

(b) Preservation of existing subsidiaries
Notwithstanding subsection (a) of this section,

an insured State bank may retain control of a
subsidiary, or retain an interest in a subsidiary,
that the State bank lawfully controlled or ac-
quired before November 12, 1999, and conduct
through such subsidiary any activities lawfully
conducted in such subsidiary as of such date.

(c) Definitions
For purposes of this section, the following

definitions shall apply:

(1) Subsidiary
The term ‘‘subsidiary’’ means any company

that is a subsidiary (as defined in section
1813(w)(4) of this title) of 1 or more insured
banks.

(2) Financial subsidiary
The term ‘‘financial subsidiary’’ has the

meaning given the term in section 24a(g) of
this title.

(d) Preservation of authority
(1) This chapter

No provision of this section shall be con-
strued as superseding the authority of the
Federal Deposit Insurance Corporation to re-
view subsidiary activities under section 1831a
of this title.

(2) Federal Reserve Act
No provision of this section shall be con-

strued as affecting the applicability of the

20th undesignated paragraph of section 9 of the
Federal Reserve Act [12 U.S.C. 335].

(Sept. 21, 1950, ch. 967, § 2[46], as added Pub. L.
106–102, title I, § 121(d)(1), Nov. 12, 1999, 113 Stat.
1380.)

REFERENCES IN TEXT

Section 121(b) of the Gramm-Leach-Bliley Act, re-
ferred to in subsec. (a)(4), is section 121(b) of Pub. L.
106–102, title I, Nov. 12, 1999, 113 Stat. 1378, which
amended section 371c of this title.

EFFECTIVE DATE

Section effective 120 days after Nov. 12, 1999, see sec-
tion 161 of Pub. L. 106–102, set out as an Effective Date
of 1999 Amendment note under section 24 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1843 of this title.

§ 1831x. Insurance customer protections

(a) Regulations required
(1) In general

The Federal banking agencies shall prescribe
and publish in final form, before the end of the
1-year period beginning on November 12, 1999,
customer protection regulations (which the
agencies jointly determine to be appropriate)
that—

(A) apply to retail sales practices, solicita-
tions, advertising, or offers of any insurance
product by any depository institution or any
person that is engaged in such activities at
an office of the institution or on behalf of
the institution; and

(B) are consistent with the requirements
of this chapter and provide such additional
protections for customers to whom such
sales, solicitations, advertising, or offers are
directed.

(2) Applicability to subsidiaries
The regulations prescribed pursuant to para-

graph (1) shall extend such protections to any
subsidiary of a depository institution, as
deemed appropriate by the regulators referred
to in paragraph (3), where such extension is de-
termined to be necessary to ensure the con-
sumer protections provided by this section.
(3) Consultation and joint regulations

The Federal banking agencies shall consult
with each other and prescribe joint regula-
tions pursuant to paragraph (1), after con-
sultation with the State insurance regulators,
as appropriate.

(b) Sales practices
The regulations prescribed pursuant to sub-

section (a) of this section shall include antitying
and anticoercion rules applicable to the sale of
insurance products that prohibit a depository
institution from engaging in any practice that
would lead a customer to believe an extension of
credit, in violation of section 1972 of this title,
is conditional upon—

(1) the purchase of an insurance product
from the institution or any of its affiliates; or

(2) an agreement by the consumer not to ob-
tain, or a prohibition on the consumer from
obtaining, an insurance product from an unaf-
filiated entity.
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(c) Disclosures and advertising
The regulations prescribed pursuant to sub-

section (a) of this section shall include the fol-
lowing provisions relating to disclosures and ad-
vertising in connection with the initial purchase
of an insurance product:

(1) Disclosures
(A) In general

Requirements that the following disclo-
sures be made orally and in writing before
the completion of the initial sale and, in the
case of clause (iii), at the time of application
for an extension of credit:

(i) Uninsured status
As appropriate, the product is not in-

sured by the Federal Deposit Insurance
Corporation, the United States Govern-
ment, or the depository institution.
(ii) Investment risk

In the case of a variable annuity or other
insurance product which involves an in-
vestment risk, that there is an investment
risk associated with the product, including
possible loss of value.
(iii) Coercion

The approval of an extension of credit
may not be conditioned on—

(I) the purchase of an insurance prod-
uct from the institution in which the ap-
plication for credit is pending or of any
affiliate of the institution; or

(II) an agreement by the consumer not
to obtain, or a prohibition on the con-
sumer from obtaining, an insurance
product from an unaffiliated entity.

(B) Making disclosure readily understand-
able

Regulations prescribed under subpara-
graph (A) shall encourage the use of disclo-
sure that is conspicuous, simple, direct, and
readily understandable, such as the follow-
ing:

(i) ‘‘NOT FDIC—INSURED’’.
(ii) ‘‘NOT GUARANTEED BY THE

BANK’’.
(iii) ‘‘MAY GO DOWN IN VALUE’’.
(iv) ‘‘NOT INSURED BY ANY GOVERN-

MENT AGENCY’’.
(C) Limitation

Nothing in this paragraph requires the in-
clusion of the foregoing disclosures in adver-
tisements of a general nature describing or
listing the services or products offered by an
institution.
(D) Meaningful disclosures

Disclosures shall not be considered to be
meaningfully provided under this paragraph
if the institution or its representative states
that disclosures required by this subsection
were available to the customer in printed
material available for distribution, where
such printed material is not provided and
such information is not orally disclosed to
the customer.
(E) Adjustments for alternative methods of

purchase
In prescribing the requirements under sub-

paragraphs (A) and (F), necessary adjust-

ments shall be made for purchase in person,
by telephone, or by electronic media to pro-
vide for the most appropriate and complete
form of disclosure and acknowledgments.
(F) Consumer acknowledgment

A requirement that a depository institu-
tion shall require any person selling an in-
surance product at any office of, or on behalf
of, the institution to obtain, at the time a
consumer receives the disclosures required
under this paragraph or at the time of the
initial purchase by the consumer of such
product, an acknowledgment by such con-
sumer of the receipt of the disclosure re-
quired under this subsection with respect to
such product.

(2) Prohibition on misrepresentations
A prohibition on any practice, or any adver-

tising, at any office of, or on behalf of, the de-
pository institution, or any subsidiary, as ap-
propriate, that could mislead any person or
otherwise cause a reasonable person to reach
an erroneous belief with respect to—

(A) the uninsured nature of any insurance
product sold, or offered for sale, by the insti-
tution or any subsidiary of the institution;

(B) in the case of a variable annuity or in-
surance product that involves an investment
risk, the investment risk associated with
any such product; or

(C) in the case of an institution or subsidi-
ary at which insurance products are sold or
offered for sale, the fact that—

(i) the approval of an extension of credit
to a customer by the institution or sub-
sidiary may not be conditioned on the pur-
chase of an insurance product by such cus-
tomer from the institution or subsidiary;
and

(ii) the customer is free to purchase the
insurance product from another source.

(d) Separation of banking and nonbanking ac-
tivities

(1) Regulations required
The regulations prescribed pursuant to sub-

section (a) of this section shall include such
provisions as the Federal banking agencies
consider appropriate to ensure that the rou-
tine acceptance of deposits is kept, to the ex-
tent practicable, physically segregated from
insurance product activity.
(2) Requirements

Regulations prescribed pursuant to para-
graph (1) shall include the following require-
ments:

(A) Separate setting
A clear delineation of the setting in which,

and the circumstances under which, trans-
actions involving insurance products should
be conducted in a location physically seg-
regated from an area where retail deposits
are routinely accepted.
(B) Referrals

Standards that permit any person accept-
ing deposits from the public in an area
where such transactions are routinely con-
ducted in a depository institution to refer a
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customer who seeks to purchase any insur-
ance product to a qualified person who sells
such product, only if the person making the
referral receives no more than a one-time
nominal fee of a fixed dollar amount for each
referral that does not depend on whether the
referral results in a transaction.
(C) Qualification and licensing requirements

Standards prohibiting any depository in-
stitution from permitting any person to sell
or offer for sale any insurance product in
any part of any office of the institution, or
on behalf of the institution, unless such per-
son is appropriately qualified and licensed.

(e) Domestic violence discrimination prohibition
(1) In general

In the case of an applicant for, or an insured
under, any insurance product described in
paragraph (2), the status of the applicant or
insured as a victim of domestic violence, or as
a provider of services to victims of domestic
violence, shall not be considered as a criterion
in any decision with regard to insurance un-
derwriting, pricing, renewal, or scope of cov-
erage of insurance policies, or payment of in-
surance claims, except as required or expressly
permitted under State law.
(2) Scope of application

The prohibition contained in paragraph (1)
shall apply to any life or health insurance
product which is sold or offered for sale, as
principal, agent, or broker, by any depository
institution or any person who is engaged in
such activities at an office of the institution
or on behalf of the institution.
(3) Domestic violence defined

For purposes of this subsection, the term
‘‘domestic violence’’ means the occurrence of
one or more of the following acts by a current
or former family member, household member,
intimate partner, or caretaker:

(A) Attempting to cause or causing or
threatening another person physical harm,
severe emotional distress, psychological
trauma, rape, or sexual assault.

(B) Engaging in a course of conduct or re-
peatedly committing acts toward another
person, including following the person with-
out proper authority, under circumstances
that place the person in reasonable fear of
bodily injury or physical harm.

(C) Subjecting another person to false im-
prisonment.

(D) Attempting to cause or cause damage
to property so as to intimidate or attempt to
control the behavior of another person.

(f) Consumer grievance process
The Federal banking agencies shall jointly es-

tablish a consumer complaint mechanism, for
receiving and expeditiously addressing consumer
complaints alleging a violation of regulations
issued under the section, which shall—

(1) establish a group within each regulatory
agency to receive such complaints;

(2) develop procedures for investigating such
complaints;

(3) develop procedures for informing consum-
ers of rights they may have in connection with
such complaints; and

(4) develop procedures for addressing con-
cerns raised by such complaints, as appro-
priate, including procedures for the recovery
of losses to the extent appropriate.

(g) Effect on other authority
(1) In general

No provision of this section shall be con-
strued as granting, limiting, or otherwise af-
fecting—

(A) any authority of the Securities and Ex-
change Commission, any self-regulatory or-
ganization, the Municipal Securities Rule-
making Board, or the Secretary of the
Treasury under any Federal securities law;
or

(B) except as provided in paragraph (2),
any authority of any State insurance com-
mission (or any agency or office performing
like functions), or of any State securities
commission (or any agency or office per-
forming like functions), or other State au-
thority under any State law.

(2) Coordination with State law
(A) In general

Except as provided in subparagraph (B), in-
surance customer protection regulations
prescribed by a Federal banking agency
under this section shall not apply to retail
sales, solicitations, advertising, or offers of
any insurance product by any depository in-
stitution or to any person who is engaged in
such activities at an office of such institu-
tion or on behalf of the institution, in a
State where the State has in effect statutes,
regulations, orders, or interpretations, that
are inconsistent with or contrary to the reg-
ulations prescribed by the Federal banking
agencies.
(B) Preemption

(i) In general
If, with respect to any provision of the

regulations prescribed under this section,
the Board of Governors of the Federal Re-
serve System, the Comptroller of the Cur-
rency, and the Board of Directors of the
Corporation determine jointly that the
protection afforded by such provision for
customers is greater than the protection
provided by a comparable provision of the
statutes, regulations, orders, or interpre-
tations referred to in subparagraph (A) of
any State, the appropriate State regu-
latory authority shall be notified of such
determination in writing.
(ii) Considerations

Before making a final determination
under clause (i), the Federal agencies re-
ferred to in clause (i) shall give appro-
priate consideration to comments submit-
ted by the appropriate State regulatory
authorities relating to the level of protec-
tion afforded to consumers under State
law.
(iii) Federal preemption and ability of

States to override Federal preemption
If the Federal agencies referred to in

clause (i) jointly determine that any provi-
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sion of the regulations prescribed under
this section affords greater protections
than a comparable State law, rule, regula-
tion, order, or interpretation, those agen-
cies shall send a written preemption notice
to the appropriate State regulatory au-
thority to notify the State that the Fed-
eral provision will preempt the State pro-
vision and will become applicable unless,
not later than 3 years after the date of
such notice, the State adopts legislation
to override such preemption.

(h) Non-discrimination against non-affiliated
agents

The Federal banking agencies shall ensure
that the regulations prescribed pursuant to sub-
section (a) of this section shall not have the ef-
fect of discriminating, either intentionally or
unintentionally, against any person engaged in
insurance sales or solicitations that is not affili-
ated with a depository institution.

(Sept. 21, 1950, ch. 967, § 2[47], as added Pub. L.
106–102, title III, § 305, Nov. 12, 1999, 113 Stat.
1410.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 15 section 6805.

§ 1831y. CRA sunshine requirements

(a) Public disclosure of agreements
Any agreement (as defined in subsection (e) of

this section) entered into after November 12,
1999, by an insured depository institution or af-
filiate with a nongovernmental entity or person
made pursuant to or in connection with the
Community Reinvestment Act of 1977 [12 U.S.C.
2901 et seq.] involving funds or other resources of
such insured depository institution or affiliate—

(1) shall be in its entirety fully disclosed,
and the full text thereof made available to the
appropriate Federal banking agency with su-
pervisory responsibility over the insured de-
pository institution and to the public by each
party to the agreement; and

(2) shall obligate each party to comply with
this section.

(b) Annual report of activity by insured deposi-
tory institution

Each insured depository institution or affili-
ate that is a party to an agreement described in
subsection (a) of this section shall report to the
appropriate Federal banking agency with super-
visory responsibility over the insured depository
institution, not less frequently than once each
year, such information as the Federal banking
agency may by rule require relating to the fol-
lowing actions taken by the party pursuant to
the agreement during the preceding 12-month
period:

(1) Payments, fees, or loans made to any
party to the agreement or received from any
party to the agreement and the terms and con-
ditions of the same.

(2) Aggregate data on loans, investments,
and services provided by each party in its
community or communities pursuant to the
agreement.

(3) Such other pertinent matters as deter-
mined by regulation by the appropriate Fed-

eral banking agency with supervisory respon-
sibility over the insured depository institu-
tion.

(c) Annual report of activity by nongovernmental
entities

(1) In general
Each nongovernmental entity or person that

is not an affiliate of an insured depository in-
stitution and that is a party to an agreement
described in subsection (a) of this section shall
report to the appropriate Federal banking
agency with supervisory responsibility over
the insured depository institution that is a
party to such agreement, not less frequently
than once each year, an accounting of the use
of funds received pursuant to each such agree-
ment during the preceding 12-month period.
(2) Submission to insured depository institu-

tion
A nongovernmental entity or person referred

to in paragraph (1) may comply with the re-
porting requirement in such paragraph by
transmitting the report to the insured deposi-
tory institution that is a party to the agree-
ment, and such insured depository institution
shall promptly transmit such report to the ap-
propriate Federal banking agency with super-
visory authority over the insured depository
institution.
(3) Information to be included

The accounting referred to in paragraph (1)
shall include a detailed, itemized list of the
uses to which such funds have been made, in-
cluding compensation, administrative ex-
penses, travel, entertainment, consulting and
professional fees paid, and such other cat-
egories, as determined by regulation by the
appropriate Federal banking agency with su-
pervisory responsibility over the insured de-
pository institution.

(d) Applicability
Subsections (b) and (c) of this section shall not

apply with respect to any agreement entered
into before the end of the 6-month period begin-
ning on November 12, 1999.
(e) Definitions

(1) Agreement
For purposes of this section, the term

‘‘agreement’’—
(A) means—

(i) any written contract, written ar-
rangement, or other written understanding
that provides for cash payments, grants, or
other consideration with a value in excess
of $10,000, or for loans the aggregate
amount of principal of which exceeds
$50,000, annually (or the sum of all such
agreements during a 12-month period with
an aggregate value of cash payments,
grants, or other consideration in excess of
$10,000, or with an aggregate amount of
loan principal in excess of $50,000); or

(ii) a group of substantively related con-
tracts with an aggregate value of cash pay-
ments, grants, or other consideration in
excess of $10,000, or with an aggregate
amount of loan principal in excess of
$50,000, annually;
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made pursuant to, or in connection with, the
fulfillment of the Community Reinvestment
Act of 1977 [12 U.S.C. 2901 et seq.], at least 1
party to which is an insured depository in-
stitution or affiliate thereof, whether orga-
nized on a profit or not-for-profit basis; and

(B) does not include—
(i) any individual mortgage loan;
(ii) any specific contract or commitment

for a loan or extension of credit to individ-
uals, businesses, farms, or other entities, if
the funds are loaned at rates not substan-
tially below market rates and if the pur-
pose of the loan or extension of credit does
not include any re-lending of the borrowed
funds to other parties; or

(iii) any agreement entered into by an
insured depository institution or affiliate
with a nongovernmental entity or person
who has not commented on, testified
about, or discussed with the institution, or
otherwise contacted the institution, con-
cerning the Community Reinvestment Act
of 1977 [12 U.S.C. 2901 et seq.].

(2) Fulfillment of CRA
For purposes of subparagraph (A), the term

‘‘fulfillment’’ means a list of factors that the
appropriate Federal banking agency deter-
mines have a material impact on the agency’s
decision—

(A) to approve or disapprove an applica-
tion for a deposit facility (as defined in sec-
tion 803 of the Community Reinvestment
Act of 1977 [12 U.S.C. 2902]); or

(B) to assign a rating to an insured deposi-
tory institution under section 807 of the
Community Reinvestment Act of 1977 [12
U.S.C. 2906].

(f) Violations
(1) Violations by persons other than insured

depository institutions or their affiliates
(A) Material failure to comply

If the party to an agreement described in
subsection (a) of this section that is not an
insured depository institution or affiliate
willfully fails to comply with this section in
a material way, as determined by the appro-
priate Federal banking agency, the agree-
ment shall be unenforceable after the offend-
ing party has been given notice and a rea-
sonable period of time to perform or comply.

(B) Diversion of funds or resources
If funds or resources received under an

agreement described in subsection (a) of this
section have been diverted contrary to the
purposes of the agreement for personal fi-
nancial gain, the appropriate Federal bank-
ing agency with supervisory responsibility
over the insured depository institution may
impose either or both of the following pen-
alties:

(i) Disgorgement by the offending indi-
vidual of funds received under the agree-
ment.

(ii) Prohibition of the offending individ-
ual from being a party to any agreement
described in subsection (a) of this section
for a period of not to exceed 10 years.

(2) Designation of successor nongovernmental
party

If an agreement described in subsection (a)
of this section is found to be unenforceable
under this subsection, the appropriate Federal
banking agency may assist the insured deposi-
tory institution in identifying a successor
nongovernmental party to assume the respon-
sibilities of the agreement.
(3) Inadvertent or de minimis reporting errors

An error in a report filed under subsection
(c) of this section that is inadvertent or de
minimis shall not subject the filing party to
any penalty.

(g) Rule of construction
No provision of this section shall be construed

as authorizing any appropriate Federal banking
agency to enforce the provisions of any agree-
ment described in subsection (a) of this section.
(h) Regulations

(1) In general
Each appropriate Federal banking agency

shall prescribe regulations, in accordance with
paragraph (4), requiring procedures reasonably
designed to ensure and monitor compliance
with the requirements of this section.
(2) Protection of parties

In carrying out paragraph (1), each appro-
priate Federal banking agency shall—

(A) ensure that the regulations prescribed
by the agency do not impose an undue bur-
den on the parties and that proprietary and
confidential information is protected; and

(B) establish procedures to allow any non-
governmental entity or person who is a
party to a large number of agreements de-
scribed in subsection (a) of this section to
make a single or consolidated filing of a re-
port under subsection (c) of this section to
an insured depository institution or an ap-
propriate Federal banking agency.

(3) Parties not subject to reporting require-
ments

The Board of Governors of the Federal Re-
serve System may prescribe regulations—

(A) to prevent evasions of subsection
(e)(1)(B)(iii) of this section; and

(B) to provide further exemptions under
such subsection, consistent with the pur-
poses of this section.

(4) Coordination, consistency, and comparabil-
ity

In carrying out paragraph (1), each appro-
priate Federal banking agency shall consult
and coordinate with the other such agencies
for the purposes of assuring, to the extent pos-
sible, that the regulations prescribed by each
such agency are consistent and comparable
with the regulations prescribed by the other
such agencies.

(Sept. 21, 1950, ch. 967, § 2[48], as added Pub. L.
106–102, title VII, § 711, Nov. 12, 1999, 113 Stat.
1465.)

REFERENCES IN TEXT

The Community Reinvestment Act of 1977, referred to
in subsecs. (a) and (e)(1)(A), (B)(iii), is title VIII of Pub.
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L. 95–128, Oct. 12, 1977, 91 Stat. 1147, as amended, which
is classified generally to chapter 30 (§ 2901 et seq.) of
this title. For complete classification of this Act to the
Code, see Short Title note set out under section 2901 of
this title and Tables.

§ 1832. Withdrawals by negotiable or transferable
instruments for transfers to third parties

(a) Authority of depository institution; applica-
bility

(1) Notwithstanding any other provision of law
but subject to paragraph (2), a depository insti-
tution is authorized to permit the owner of a de-
posit or account on which interest or dividends
are paid to make withdrawals by negotiable or
transferable instruments for the purpose of
making transfers to third parties.

(2) Paragraph (1) shall apply only with respect
to deposits or accounts which consist solely of
funds in which the entire beneficial interest is
held by one or more individuals or by an organi-
zation which is operated primarily for religious,
philanthropic, charitable, educational, political,
or other similar purposes and which is not oper-
ated for profit, and with respect to deposits of
public funds by an officer, employee, or agent of
the United States, any State, county, munici-
pality, or political subdivision thereof, the Dis-
trict of Columbia, the Commonwealth of Puerto
Rico, American Samoa, Guam, any territory or
possession of the United States, or any political
subdivision thereof.
(b) ��Depository institution�� defined

For purposes of this section, the term ‘‘deposi-
tory institution’’ means—

(1) any insured bank as defined in section
1813 of this title;

(2) any State bank as defined in section 1813
of this title;

(3) any mutual savings bank as defined in
section 1813 of this title;

(4) any savings bank as defined in section
1813 of this title;

(5) any insured institution as defined in sec-
tion 1724 1 of this title; and

(6) any building and loan association or sav-
ings and loan association organized and oper-
ated according to the laws of the State in
which it is chartered or organized; and, for
purposes of this paragraph, the term ‘‘State’’
means any State of the United States, the Dis-
trict of Columbia, any territory of the United
States, Puerto Rico, Guam, American Samoa,
or the Virgin Islands.

(c) Fine
Any depository institution which violates this

section shall be fined $1,000 for each violation.

(Pub. L. 93–100, § 2, Aug. 16, 1973, 87 Stat. 342;
Pub. L. 94–222, § 2, Feb. 27, 1976, 90 Stat. 197; Pub.
L. 95–630, title XIII, § 1301, Nov. 10, 1978, 92 Stat.
3712; Pub. L. 96–161, title I, § 106, Dec. 28, 1979, 93
Stat. 1235; Pub. L. 96–221, title III, § 303, Mar. 31,
1980, 94 Stat. 146; Pub. L. 97–320, title VII,
§ 706(a), Oct. 15, 1982, 96 Stat. 1540; Pub. L. 100–86,
title I, § 109, Aug. 10, 1987, 101 Stat. 579.)

REFERENCES IN TEXT

Section 1724 of this title, referred to in subsec. (b)(5),
was repealed by Pub. L. 101–73, title IV, § 407, Aug. 9,
1989, 103 Stat. 363.

CODIFICATION

Section was not enacted as part of the Federal De-
posit Insurance Act which comprises this chapter.

AMENDMENTS

1987—Subsec. (a)(2). Pub. L. 100–86 inserted ‘‘politi-
cal,’’ after ‘‘educational,’’.

1982—Subsec. (a)(2). Pub. L. 97–320 inserted provisions
relating to deposits of public funds.

1980—Subsec. (a). Pub. L. 96–221 designated existing
provisions as par. (1) inserted provisions expanding au-
thorization for withdrawals from selected States to the
entire United States, and added par. (2).

1979—Subsec. (a). Pub. L. 96–161 inserted ‘‘New Jer-
sey,’’ after ‘‘New York,’’.

1978—Subsec. (a). Pub. L. 95–630 inserted ‘‘New York,’’
after ‘‘Vermont,’’.

1976—Subsec. (a). Pub. L. 94–222 authorized withdraw-
als by negotiable or transferable instruments in the
States of Connecticut, Rhode Island, Maine, and Ver-
mont.

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96–221 effective Dec. 31, 1980,
see section 306 of Pub. L. 96–221, set out as a note under
section 371a of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Section 1302 of title XIII of Pub. L. 95–630 provided
that: ‘‘This title [amending this section] shall take ef-
fect upon enactment [Nov. 10, 1978].’’

EFFECTIVE DATE

Section effective on thirtieth day after Aug. 16, 1973,
see section 8 of Pub. L. 93–100, set out as a note under
section 1469 of this title.

§ 1833. Repealed. Pub. L. 104�208, div. A, title II,
§ 2224(b), Sept. 30, 1996, 110 Stat. 3009�415

Section, Pub. L. 101–73, title IX, § 918, Aug. 9, 1989, 103
Stat. 487, required certain agencies to annually report
to Congress detailing civil and criminal actions and in-
vestigations undertaken during preceding 12-month pe-
riod.

§ 1833a. Civil penalties

(a) In general
Whoever violates any provision of law to

which this section is made applicable by sub-
section (c) of this section shall be subject to a
civil penalty in an amount assessed by the court
in a civil action under this section.

(b) Maximum amount of penalty
(1) Generally

The amount of the civil penalty shall not ex-
ceed $1,000,000.

(2) Special rule for continuing violations
In the case of a continuing violation, the

amount of the civil penalty may exceed the
amount described in paragraph (1) but may not
exceed the lesser of $1,000,000 per day or
$5,000,000.

(3) Special rule for violations creating gain or
loss

(A) If any person derives pecuniary gain
from the violation, or if the violation results
in pecuniary loss to a person other than the
violator, the amount of the civil penalty may
exceed the amounts described in paragraphs
(1) and (2) but may not exceed the amount of
such gain or loss.
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(B) As used in this paragraph, the term ‘‘per-
son’’ includes the Bank Insurance Fund, the
Savings Association Insurance Fund, and the
National Credit Union Share Insurance Fund.

(c) Violations to which penalty is applicable
This section applies to a violation of, or a con-

spiracy to violate—
(1) section 215, 656, 657, 1005, 1006, 1007, 1014,

or 1344 of title 18;
(2) section 287, 1001, 1032,1 1341 or 1343 of title

18 affecting a federally insured financial insti-
tution; or

(3) section 645(a) of title 15.
(d) Effective date

This section shall apply to violations occur-
ring on or after August 10, 1984.
(e) Attorney General to bring action

A civil action to recover a civil penalty under
this section shall be commenced by the Attor-
ney General.
(f) Burden of proof

In a civil action to recover a civil penalty
under this section, the Attorney General must
establish the right to recovery by a preponder-
ance of the evidence.
(g) Administrative subpoenas

(1) In general
For the purpose of conducting a civil inves-

tigation in contemplation of a civil proceeding
under this section, the Attorney General
may—

(A) administer oaths and affirmations;
(B) take evidence; and
(C) by subpoena, summon witnesses and re-

quire the production of any books, papers,
correspondence, memoranda, or other
records which the Attorney General deems
relevant or material to the inquiry. Such
subpoena may require the attendance of wit-
nesses and the production of any such
records from any place in the United States
at any place in the United States designated
by the Attorney General.

(2) Procedures applicable
The same procedures and limitations as are

provided with respect to civil investigative de-
mands in subsections (g), (h), and (j) of section
1968 of title 18 apply with respect to a sub-
poena issued under this subsection. Process re-
quired by such subsections to be served upon
the custodian shall be served on the Attorney
General. Failure to comply with an order of
the court to enforce such subpoena shall be
punishable as contempt.
(3) Limitation

In the case of a subpoena for which the re-
turn date is less than 5 days after the date of
service, no person shall be found in contempt
for failure to comply by the return date if such
person files a petition under paragraph (2) not
later than 5 days after the date of service.

(h) Statute of limitations
A civil action under this section may not be

commenced later than 10 years after the cause
of action accrues.

(Pub. L. 101–73, title IX, § 951, Aug. 9, 1989, 103
Stat. 498; Pub. L. 101–647, title XXV, §§ 2533,
2596(d), Nov. 29, 1990, 104 Stat. 4882, 4908; Pub. L.
103–322, title XXXIII, § 330003(g), Sept. 13, 1994,
108 Stat. 2141; Pub. L. 104–208, div. A, title II,
§ 2704(d)(15)(A), Sept. 30, 1996, 110 Stat. 3009–494;
Pub. L. 107–100, § 4(b), Dec. 21, 2001, 115 Stat. 966.)

CODIFICATION

Section was enacted as part of the Financial Institu-
tions Reform, Recovery, and Enforcement Act of 1989,
and not as part of the Federal Deposit Insurance Act
which comprises this chapter.

AMENDMENTS

2001—Subsec. (c). Pub. L. 107–100, § 4(b)(2)(D), des-
ignated concluding provisions as (d) and inserted head-
ing.

Subsec. (c)(2). Pub. L. 107–100, § 4(b)(2)(B)(i), which di-
rected the substitution of ‘‘1341’’ for ‘‘1341;’’, could not
be executed because par. (2) does not contain a semi-
colon after ‘‘1341’’.

Subsec. (c)(3). Pub. L. 107–100, § 4(b)(2)(A), (B)(ii), (C),
added par. (3).

Subsec. (d) to (h). Pub. L. 107–100, § 4(b)(1), (2)(D), des-
ignated concluding provisions of subsec. (c) as (d), in-
serted heading, and redesignated former subsecs. (d) to
(g) as (e) to (h), respectively.

1996—Subsec. (b)(3)(B). Pub. L. 104–208, which directed
substitution of ‘‘Deposit Insurance Fund’’ for ‘‘Bank
Insurance Fund, the Savings Association Insurance
Fund,’’, was not executed. See Effective Date of 1996
Amendment note below.

1994—Subsec. (c). Pub. L. 103–322 amended directory
language of Pub. L. 101–647, § 2596(d). See 1990 Amend-
ment note below.

1990—Subsec. (c). Pub. L. 101–647, § 2596(d)(2), as
amended by Pub. L. 103–322, inserted at end a flush sen-
tence ‘‘This section shall apply to violations occurring
on or after August 10, 1984.’’

Subsec. (c)(2). Pub. L. 101–647, § 2596(d)(1), as amended
by Pub. L. 103–322, which directed insertion of ‘‘287,
1001, 1032,’’ before ‘‘1341;’’, was executed by making the
insertion before ‘‘1341 or 1343’’ to reflect the probable
intent of Congress.

Subsec. (g). Pub. L. 101–647, § 2533, added subsec. (g).

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–208 effective Jan. 1, 1999,
if no insured depository institution is a savings asso-
ciation on that date, see section 2704(c) of Pub. L.
104–208, set out as a note under section 1821 of this title.

EFFECTIVE DATE OF 1994 AMENDMENT

Section 330003(g) of Pub. L. 103–322 provided that the
amendment made by that section is effective retro-
actively to the date of enactment of Pub. L. 101–647,
which was approved Nov. 29, 1990.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1831k, 3412, 4201,
4202, 4204 of this title; title 18 section 3322.

§ 1833b. Comparability in compensation sched-
ules

(a) In general
The Federal Deposit Insurance Corporation,

the Comptroller of the Currency, the National
Credit Union Administration Board, the Federal
Housing Finance Board,,1 the Farm Credit Ad-
ministration, and the Office of Thrift Super-
vision, in establishing and adjusting schedules
of compensation and benefits which are to be de-
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termined solely by each agency under applicable
provisions of law, shall inform the heads of the
other agencies and the Congress of such com-
pensation and benefits and shall seek to main-
tain comparability regarding compensation and
benefits.
(b) Commodity Futures Trading Commission

In establishing and adjusting schedules of
compensation and benefits for employees of the
Commodity Futures Trading Commission under
applicable provisions of law, the Commission
shall—

(1) inform the heads of the agencies referred
to in subsection (a) of this section and Con-
gress of such compensation and benefits; and

(2) seek to maintain comparability with
those agencies regarding compensation and
benefits.

(Pub. L. 101–73, title XII, § 1206, Aug. 9, 1989, 103
Stat. 523; Pub. L. 102–233, title III, § 302(a), Dec.
12, 1991, 105 Stat. 1767; Pub. L. 107–123, § 8(d)(3),
Jan. 16, 2002, 115 Stat. 2400; Pub. L. 107–171, title
X, § 10702(b), May 13, 2002, 116 Stat. 516.)

CODIFICATION

Section was enacted as part of the Financial Institu-
tions Reform, Recovery, and Enforcement Act of 1989,
and not as part of the Federal Deposit Insurance Act
which comprises this chapter.

AMENDMENTS

2002—Pub. L. 107–171 designated existing provisions as
subsec. (a), inserted heading, and added subsec. (b).

Pub. L. 107–123 struck out ‘‘the Thrift Depositor Pro-
tection Oversight Board of the Resolution Trust Cor-
poration’’ after ‘‘Federal Housing Finance Board,’’.

CHANGE OF NAME

Oversight Board redesignated Thrift Depositor Pro-
tection Oversight Board, effective Feb. 1, 1992, see sec-
tion 302(a) of Pub. L. 102–233, set out as a note under
section 1441a of this title. Thrift Depositor Protection
Oversight Board abolished, see section 14(a)–(d) of Pub.
L. 105–216, set out as a note under section 1441a of this
title.

EFFECTIVE DATE OF 2002 AMENDMENT

Amendment by Pub. L. 107–123 effective Oct. 1, 2001,
see section 11 of Pub. L. 107–123, set out as a note under
section 78ee of Title 15, Commerce and Trade.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 5 section 4802; title
7 section 2; title 15 section 78d; title 20 section 1087–2.

§ 1833c. Comptroller General audit and access to
records

(a) Audit of agencies or other persons perform-
ing functions under banking laws

(1) In general
Except as provided in paragraph (2), all

agencies, corporations, organizations, and
other persons of any description which per-
form any function or activity under this Act,
or any other Act which is amended by this
Act, shall be subject to audit by the Comptrol-
ler General of the United States with respect
to such function or activity.
(2) Exceptions

Paragraph (1) shall not apply to—
(A) any function or activity of the Board

of Governors of the Federal Reserve System

or the Federal Reserve banks that is de-
scribed in any paragraph of section 714(b) of
title 31; and

(B) any function or activity of the Federal
National Mortgage Association, except as
provided in section 1723a(j) of this title.

(b) Audit of persons providing certain goods or
services

All persons and organizations which, by con-
tract, grant, or otherwise, provide goods or serv-
ices to, or receive financial assistance from, any
agency or other person performing functions or
activities under this Act shall be subject to
audit by the Comptroller General with respect
to such provision of goods or services or receipt
of financial assistance.
(c) Provisions applicable to audits under this

section
(1) Nature and scope of audit

The Comptroller General shall determine
the nature, scope, and terms and conditions of
audits conducted under this section.
(2) Coordination with other provisions of law

The authority of the Comptroller General
under this section shall be in addition to any
audit authority available to the Comptroller
General under other provisions of this Act or
any other law.
(3) Rights of access, examination, and copying

The Comptroller General, and any duly au-
thorized representative of the Comptroller
General, shall have access to, and the right to
examine and copy, all records and other re-
corded information in any form, and to exam-
ine any property, within the possession or con-
trol of any agency or person which is subject
to audit under this section which the Comp-
troller General deems relevant to an audit
conducted under this section.
(4) Enforcement of right of access

The Comptroller General’s right of access to
information under this section shall be en-
forceable pursuant to section 716 of title 31.
(5) Maintenance of confidential records

The provisions of section 716(e) of title 31
shall apply to information obtained by the
Comptroller General under this section.

(Pub. L. 101–73, title XII, § 1213, Aug. 9, 1989, 103
Stat. 528.)

REFERENCES IN TEXT

This Act, referred to in subsecs. (a)(1), (b), and (c)(2),
is Pub. L. 101–73, Aug. 9, 1989, 103 Stat. 183, known as
the Financial Institutions Reform, Recovery, and En-
forcement Act of 1989. For complete classification of
this Act to the Code, see Short Title of 1989 Amend-
ment note set out under section 1811 of this title and
Tables.

CODIFICATION

Section was enacted as part of the Financial Institu-
tions Reform, Recovery, and Enforcement Act of 1989,
and not as part of the Federal Deposit Insurance Act
which comprises this chapter.

§ 1833d. Repealed. Pub. L. 102�242, title I,
§ 121(b), Dec. 19, 1991, 105 Stat. 2251

Section, Pub. L. 101–73, title XII, § 1215, Aug. 9, 1989,
103 Stat. 529, related to establishment of uniform cap-
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ital and accounting standards for federally-insured de-
pository institutions. See section 1831n of this title.

§ 1833e. Equal opportunity

(a) In general
For purposes of this Act, Executive Order

Numbered 11478, providing for equal employment
opportunity in the Federal Government, shall
apply to—

(1) the Comptroller of the Currency;
(2) the Director of the Office of Thrift Super-

vision;
(3) the Federal home loan banks;
(4) the Federal Deposit Insurance Corpora-

tion;
(5) the Thrift Depositor Protection Over-

sight Board of the Resolution Trust Corpora-
tion; and

(6) the Resolution Trust Corporation.

(b) Affirmative program for equal employment
opportunity

For purposes of this Act, sections 1 and 2 of
Executive Order Numbered 11478, providing for
the adoption and implementation of equal em-
ployment opportunity, shall apply to the Fed-
eral National Mortgage Association and the
Federal Home Loan Mortgage Corporation.

(c) Solicitation of contracts
The Federal Deposit Insurance Corporation,

the Comptroller of the Currency, the Director of
the Office of Thrift Supervision, the Federal
Housing Finance Board, the Thrift Depositor
Protection Oversight Board of the Resolution
Trust Corporation, and the Resolution Trust
Corporation shall each prescribe regulations to
establish and oversee a minority outreach pro-
gram within each such agency to ensure inclu-
sion, to the maximum extent possible, of mi-
norities and women, and entities owned by mi-
norities and women, including financial institu-
tions, investment banking firms, underwriters,
accountants, and providers of legal services, in
all contracts entered into by the agency with
such persons or entities, public and private, in
order to manage the institutions and their as-
sets for which the agency is responsible or to
perform such other functions authorized under
any law applicable to such agency.

(d) Report to Congress
Before the end of the 180-day period beginning

on August 9, 1989—
(1) the Federal Deposit Insurance Corpora-

tion;
(2) the Comptroller of the Currency;
(3) the Director of the Office of Thrift Super-

vision;
(4) the Federal Housing Finance Board;
(5) the Thrift Depositor Protection Over-

sight Board of the Resolution Trust Corpora-
tion;

(6) the Resolution Trust Corporation;
(7) the Federal Home Loan Mortgage Cor-

poration; and
(8) the Federal National Mortgage Associa-

tion,

shall each submit to the Congress a report con-
taining a complete description of the actions
taken by such agency pursuant to subsections

(a) and (b) of this section and such recommenda-
tions for administrative and legislative action
as each such agency may determine to be appro-
priate to carry out the purposes of such sub-
section.

(Pub. L. 101–73, title XII, § 1216, Aug. 9, 1989, 103
Stat. 529; Pub. L. 102–233, title III, § 302(a), Dec.
12, 1991, 105 Stat. 1767.)

REFERENCES IN TEXT

This Act, referred to in subsecs. (a) and (b), is Pub. L.
101–73, Aug. 9, 1989, 103 Stat. 183, known as the Finan-
cial Institutions Reform, Recovery, and Enforcement
Act of 1989. For complete classification of this Act to
the Code, see Short Title of 1989 Amendment note set
out under section 1811 of this title and Tables.

Executive Order Numbered 11478, referred to in sub-
secs. (a) and (b), is set out as a note under section 2000e
of Title 42, The Public Health and Welfare.

CODIFICATION

Section was enacted as part of the Financial Institu-
tions Reform, Recovery, and Enforcement Act of 1989,
and not as part of the Federal Deposit Insurance Act
which comprises this chapter.

CHANGE OF NAME

Oversight Board redesignated Thrift Depositor Pro-
tection Oversight Board, effective Feb. 1, 1992, see sec-
tion 302(a) of Pub. L. 102–233, set out as a note under
section 1441a of this title. Thrift Depositor Protection
Oversight Board abolished, see section 14(a)–(d) of Pub.
L. 105–216, set out as a note under section 1441a of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1441a, 1821 of
this title.

§ 1834. Reduced assessment rate for deposits at-
tributable to lifeline accounts

(a) Qualification of lifeline accounts by Federal
Reserve Board

(1) In general
The Board of Governors of the Federal Re-

serve System, and the Federal Deposit Insur-
ance Corporation shall establish minimum re-
quirements for accounts providing basic trans-
action services for consumers at insured de-
pository institutions in order for such ac-
counts to qualify as lifeline accounts for pur-
poses of this section and section 1817(b)(2)(H)
of this title.
(2) Factors to be considered

In determining the minimum requirements
under paragraph (1) for lifeline accounts at in-
sured depository institutions, the Board and
the Corporation shall consider the following
factors:

(A) Whether the account is available to
provide basic transaction services for indi-
viduals who maintain a balance of less than
$1,000 or such other amount which the Board
may determine to be appropriate.

(B) Whether any service charges or fees to
which the account is subject, if any, for rou-
tine transactions do not exceed a minimal
amount.

(C) Whether any minimum balance or min-
imum opening requirement to which the ac-
count is subject, if any, is not more than a
minimal amount.
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(D) Whether checks, negotiable orders of
withdrawal, or similar instruments for mak-
ing payments or other transfers to third par-
ties may be drawn on the account.

(E) Whether the depositor is permitted to
make more than a minimal number of with-
drawals from the account each month by
any means described in subparagraph (D) or
any other means.

(F) Whether a monthly statement itemiz-
ing all transactions for the monthly report-
ing period is made available to the depositor
with respect to such account or a passbook
is provided in which all transactions with re-
spect to such account are recorded.

(G) Whether depositors are permitted ac-
cess to tellers at the institution for conduct-
ing transactions with respect to such ac-
count.

(H) Whether other account relationships
with the institution are required in order to
open any such account.

(I) Whether individuals are required to
meet any prerequisite which discriminates
against low-income individuals in order to
open such account.

(J) Such other factors as the Board may
determine to be appropriate.

(3) Definitions
For purposes of this subsection—
(A) Board

The term ‘‘Board’’ means the Board of
Governors of the Federal Reserve System.
(B) Insured depository institution

The term ‘‘insured depository institution’’
has the meaning given to such term in sec-
tion 1813(c)(2) of this title.
(C) Lifeline account

The term ‘‘lifeline account’’ means any
transaction account (as defined in section
461(b)(1)(C) of this title) which meets the
minimum requirements established by the
Board under this subsection.

(b) Omitted

(c) Availability of funds
The provisions of this section shall not take

effect until appropriations are specifically pro-
vided in advance. There are hereby authorized to
be appropriated such sums as may be necessary
to carry out the provisions of this section.

(Pub. L. 102–242, title II, § 232, Dec. 19, 1991, 105
Stat. 2308; Pub. L. 102–550, title XVI, §§ 1604(b)(1),
1605(a)(3), Oct. 28, 1992, 106 Stat. 4083, 4085; Pub.
L. 102–558, title III, §§ 303(b)(1), (4), 305, Oct. 28,
1992, 106 Stat. 4224–4226; Pub. L. 104–208, div. A,
title II, § 2704(d)(16), Sept. 30, 1996, 110 Stat.
3009–495.)

CODIFICATION

Section was enacted as part of the Bank Enterprise
Act of 1991, and also as part of the Foreign Bank Super-
vision Enhancement Act of 1991 and as part of the Fed-
eral Deposit Insurance Corporation Improvement Act
of 1991, and not as part of the Federal Deposit Insur-
ance Act which comprises this chapter.

Section is comprised of section 232 of Pub. L. 102–242.
Subsec. (b) of section 232 of Pub. L. 102–242 amended
section 1817 of this title.

AMENDMENTS

1996—Subsec. (a)(1). Pub. L. 104–208, which directed
substitution of ‘‘section 1817(b)(2)(G) of this title’’ for
‘‘section 1817(b)(2)(H) of this title’’, was not executed.
See Effective Date of 1996 Amendment note below.

1992—Subsec. (a)(1). Pub. L. 102–558, § 303(b)(4), sub-
stituted ‘‘section 1817(b)(2)(H)’’ for ‘‘section 1817(b)(10)’’.
Pub. L. 102–550, § 1605(a)(3), which made an identical
amendment, was repealed, effective Oct. 28, 1992, by
Pub. L. 102–558, § 305, set out as a Repeal of Duplicative
Provisions note under section 1815 of this title.

Subsec. (b). Pub. L. 102–558, § 303(b)(1), made technical
correction to directory language of subsec. (b)(1). See
Codification note above. Pub. L. 102–550, § 1604(b)(1),
which made a similar amendment, was repealed, effec-
tive Oct. 28, 1992, by Pub. L. 102–558, § 305, set out as a
Repeal of Duplicative Provisions note under section
1815 of this title.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–208 effective Jan. 1, 1999,
if no insured depository institution is a savings asso-
ciation on that date, see section 2704(c) of Pub. L.
104–208, set out as a note under section 1821 of this title.

EFFECTIVE DATE OF 1992 AMENDMENTS

Section 303(b)(4) of Pub. L. 102–558 provided that the
amendment made by that section is effective on the ef-
fective date of the amendment made by section 302(a)
of Pub. L. 102–242 [see section 302(g) of Pub. L. 102–242,
set out as a note under section 1817 of this title].

Section 1605(a)(3) of Pub. L. 102–550, which provided
effective date provisions for the amendment made by
that section, was repealed, effective Oct. 28, 1992, by
section 305 of Pub. L. 102–558, set out as a Repeal of Du-
plicative Provisions note under section 1815 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1817 of this title.

§ 1834a. Assessment credits for qualifying activi-
ties relating to distressed communities

(a) Determination of credits for increases in com-
munity enterprise activities

(1) In general
The Community Enterprise Assessment

Credit Board established under subsection (d)
of this section shall issue guidelines for in-
sured depository institutions eligible under
this subsection for any community enterprise
assessment credit with respect to any semi-
annual period. Such guidelines shall—

(A) designate the eligibility requirements
for any institution meeting applicable cap-
ital standards to receive an assessment cred-
it under section 1817(b)(7) of this title; and

(B) determine the community enterprise
assessment credit available to any eligible
institution under paragraph (3).

(2) Qualifying activities
An insured depository institution may apply

for for 1 any community enterprise assessment
credit for any semiannual period for—

(A) the amount, during such period, of new
originations of qualified loans and other as-
sistance provided for low- and moderate-in-
come persons in distressed communities, or
enterprises integrally involved with such
neighborhoods, which the Board determines
are qualified to be taken into account for
purposes of this subsection;
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(B) the amount, during such period, of de-
posits accepted from persons domiciled in
the distressed community, at any office of
the institution (including any branch) lo-
cated in any qualified distressed community,
and new originations of any loans and other
financial assistance made within that com-
munity, except that in no case shall the
credit for deposits at any institution or
branch exceed the credit for loans and other
financial assistance by the bank or branch in
the distressed community; and

(C) any increase during the period in the
amount of new equity investments in com-
munity development financial institutions.

(3) Amount of assessment credit
The amount of any community enterprise

assessment credit available under section
1817(b)(7) of this title for any insured deposi-
tory institution, or a qualified portion thereof,
shall be the amount which is equal to 5 per-
cent, in the case of an institution which does
not meet the community development organi-
zation requirements under section 1834b of this
title, and 15 percent, in the case of an institu-
tion, or a qualified portion thereof, which
meets such requirements (or any percentage
designated under paragraph (5)) of—

(A) for the first full semiannual period in
which community enterprise assessment
credits are available, the sum of—

(i) the amounts of assets described in
paragraph (2)(A); and

(ii) the amounts of deposits, loans, and
other financial assistance described in
paragraph (2)(B); and

(B) for any subsequent semiannual period,
the sum of—

(i) any increase during such period in the
amount of assets described in paragraph
(2)(A) that has been deemed eligible for
credit by the Board; and

(ii) any increase during such period in
the amounts of deposits, loans, and other
financial assistance described in paragraph
(2)(B) that has been deemed eligible for
credit by the Board.

(4) Determination of qualified loans and other
financial assistance

Except as provided in paragraph (6), the
types of loans and other assistance which the
Board may determine to be qualified to be
taken into account under paragraph (2)(A) for
purposes of the community enterprise assess-
ment credit, may include the following:

(A) Loans insured or guaranteed by the
Secretary of Housing and Urban Develop-
ment, the Secretary of the Department of
Veterans Affairs, the Administrator of the
Small Business Administration, and the Sec-
retary of Agriculture.

(B) Loans or financing provided in connec-
tion with activities assisted by the Adminis-
trator of the Small Business Administration
or any small business investment company
and investments in small business invest-
ment companies.

(C) Loans or financing provided in connec-
tion with any neighborhood housing service

program assisted under the Neighborhood
Reinvestment Corporation Act [42 U.S.C.
8101 et seq.].

(D) Loans or financing provided in connec-
tion with any activities assisted under the
community development block grant pro-
gram under title I of the Housing and Com-
munity Development Act of 1974 [42 U.S.C.
5301 et seq.].

(E) Loans or financing provided in connec-
tion with activities assisted under title II of
the Cranston-Gonzalez National Affordable
Housing Act [42 U.S.C. 12721 et seq.].

(F) Loans or financing provided in connec-
tion with a homeownership program assisted
under title III of the United States Housing
Act of 1937 [42 U.S.C. 1437aaa et seq.] or sub-
title B or C of title IV of the Cranston-Gon-
zalez National Affordable Housing Act [42
U.S.C. 12871 et seq., 12891 et seq.].

(G) Financial assistance provided through
community development corporations.

(H) Federal and State programs providing
interest rate assistance for homeowners.

(I) Extensions of credit to nonprofit devel-
opers or purchasers of low-income housing
and small business developments.

(J) In the case of members of any Federal
home loan bank, participation in the com-
munity investment fund program estab-
lished by the Federal home loan banks.

(K) Conventional mortgages targeted to
low- or moderate-income persons.

(L) Loans made for the purpose of develop-
ing or supporting—

(i) commercial facilities that enhance re-
vitalization, community stability, or job
creation and retention efforts;

(ii) business creation and expansion ef-
forts that—

(I) create or retain jobs for low-income
people;

(II) enhance the availability of prod-
ucts and services to low-income people;
or

(III) create or retain businesses owned
by low-income people or residents of a
targeted area;

(iii) community facilities that provide
benefits to low-income people or enhance
community stability;

(iv) home ownership opportunities that
are affordable to low-income households;

(v) rental housing that is principally af-
fordable to low-income households; and

(vi) other activities deemed appropriate
by the Board.

(M) The provision of technical assistance
to residents of qualified distressed commu-
nities in managing their personal finances
through consumer education programs ei-
ther sponsored or offered by insured deposi-
tory institutions.

(N) The provision of technical assistance
and consulting services to newly formed
small businesses located in qualified dis-
tressed communities.

(O) The provision of technical assistance
to, or servicing the loans of low- or mod-
erate-income homeowners and homeowners
located in qualified distressed communities.
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(5) Adjustment of percentage
The Board may increase or decrease the per-

centage referred to in paragraph (3)(A) for de-
termining the amount of any community en-
terprise assessment credit pursuant to such
paragraph, except that the percentage estab-
lished for insured depository institutions
which meet the community development orga-
nization requirements under section 1834b of
this title shall not be less than 3 times the
amount of the percentage applicable for in-
sured depository institutions which do not
meet such requirements.

(6) Certain investments not eligible to be taken
into account

Loans, financial assistance, and equity in-
vestments made by any insured depository in-
stitution that are not the result of origina-
tions by the institution shall not be taken
into account for purposes of determining the
amount of any credit pursuant to this sub-
section.

(7) Quantitative analysis of technical assist-
ance

The Board may establish guidelines for ana-
lyzing the technical assistance described in
subparagraphs (M), (N), and (O) of paragraph
(4) for the purpose of quantifying the results of
such assistance in determining the amount of
any community assessment credit under this
subsection.

(b) ��Qualified distressed community�� defined
(1) In general

For purposes of this section, the term
‘‘qualified distressed community’’ means any
neighborhood or community which—

(A) meets the minimum area requirements
under paragraph (3) and the eligibility re-
quirements of paragraph (4); and

(B) is designated as a distressed commu-
nity by any insured depository institution in
accordance with paragraph (2) and such des-
ignation is not disapproved under such para-
graph.

(2) Designation requirements
(A) Notice of designation

(i) Notice to agency
Upon designating an area as a qualified

distressed community, an insured deposi-
tory institution shall notify the appro-
priate Federal banking agency of the des-
ignation.

(ii) Public notice
Upon the effective date of any designa-

tion of an area as a qualified distressed
community, an insured depository institu-
tion shall publish a notice of such designa-
tion in major newspapers and other com-
munity publications which serve such
area.

(B) Agency duties relating to designations
(i) Providing information

At the request of any insured depository
institution, the appropriate Federal bank-
ing agency shall provide to the institution

appropriate information to assist the in-
stitution to identify and designate a quali-
fied distressed community.
(ii) Period for disapproval

Any notice received by the appropriate
Federal banking agency from any insured
depository institution under subparagraph
(A)(i) shall take effect at the end of the 90-
day period beginning on the date such no-
tice is received unless written notice of
the approval or disapproval of the applica-
tion by the agency is provided to the insti-
tution before the end of such period.

(3) Minimum area requirements
For purposes of this subsection, an area

meets the requirements of this paragraph if—
(A) the area is within the jurisdiction of 1

unit of general local government;
(B) the boundary of the area is contiguous;

and
(C) the area—

(i) has a population, as determined by
the most recent census data available, of
not less than—

(I) 4,000, if any portion of such area is
located within a metropolitan statistical
area (as designated by the Director of
the Office of Management and Budget)
with a population of 50,000 or more; or

(II) 1,000, in any other case; or

(ii) is entirely within an Indian reserva-
tion (as determined by the Secretary of
the Interior).

(4) Eligibility requirements
For purposes of this subsection, an area

meets the requirements of this paragraph if
the following criteria are met:

(A) At least 30 percent of the residents re-
siding in the area have incomes which are
less than the national poverty level.

(B) The unemployment rate for the area is
11⁄2 times greater than the national average
(as determined by the Bureau of Labor Sta-
tistics’ most recent figures).

(C) Such additional eligibility require-
ments as the Board may, in its discretion,
deem necessary to carry out the provisions
of this subtitle.

(c) Omitted

(d) Community Enterprise Assessment Credit
Board

(1) Establishment
There is hereby established the ‘‘Community

Enterprise Assessment Credit Board’’.
(2) Number and appointment

The Board shall be composed of 5 members
as follows:

(A) The Secretary of the Treasury or a des-
ignee of the Secretary.

(B) The Secretary of Housing and Urban
Development or a designee of the Secretary.

(C) The Chairperson of the Federal Deposit
Insurance Corporation or a designee of the
Chairperson.

(D) 2 individuals appointed by the Presi-
dent from among individuals who represent
community organizations.
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(3) Terms
(A) Appointed members

Each appointed member shall be appointed
for a term of 5 years.
(B) Interim appointment

Any member appointed to fill a vacancy
occurring before the expiration of the term
to which such member’s predecessor was ap-
pointed shall be appointed only for the re-
mainder of such term.
(C) Continuation of service

Each appointed member may continue to
serve after the expiration of the period to
which such member was appointed until a
successor has been appointed.

(4) Chairperson
The Secretary of the Treasury shall serve as

the Chairperson of the Board.
(5) No pay

No members of the Commission may receive
any pay for service on the Board.
(6) Travel expenses

Each member shall receive travel expenses,
including per diem in lieu of subsistence, in
accordance with sections 5702 and 5703 of title
5.
(7) Meetings

The Board shall meet at the call of the
Chairperson or a majority of the Board’s mem-
bers.

(e) Duties of Board
(1) Procedure for determining community en-

terprise assessment credits
The Board shall establish procedures for ac-

cepting and considering applications by in-
sured depository institutions under subsection
(a)(1) of this section for community enterprise
assessment credits and making determina-
tions with respect to such applications.
(2) Notice to FDIC

The Board shall notify the applicant and the
Federal Deposit Insurance Corporation of any
determination of the Board with respect to
any application referred to in paragraph (1) in
sufficient time for the Corporation to include
the amount of such credit in the computation
of the semiannual assessment to which such
credit is applicable.

(f) Availability of funds
The provisions of this section shall not take

effect until appropriations are specifically pro-
vided in advance. There are hereby authorized to
be appropriated such sums as may be necessary
to carry out the provisions of this section.
(g) Prohibition on double funding for same ac-

tivities
No community development financial institu-

tion may receive a community enterprise assess-
ment credit if such institution, either directly
or through a community partnership—

(1) has received assistance within the preced-
ing 12-month period, or has an application for
assistance pending, under section 4704 of this
title; or

(2) has ever received assistance, under sec-
tion 4707 of this title, for the same activity
during the same semiannual period for which
the institution seeks a community enterprise
assessment credit under this section.

(h) Priority of awards
(1) Qualifying loans and services

(A) In general
If the amount of funds appropriated for

purposes of carrying out this section for any
fiscal year are insufficient to award the
amount of assessment credits for which in-
sured depository institutions have applied
and are eligible under this section, the
Board shall, in awarding community enter-
prise assessment credits for qualifying ac-
tivities under subparagraphs (A) and (B) of
subsection (a)(2) of this section for any semi-
annual period for which such appropriation
is available, determine which institutions
shall receive an award.
(B) Priority for support of efforts of CDFI

The Board shall give priority to institu-
tions that have supported the efforts of com-
munity development financial institutions
in the qualified distressed community.
(C) Other factors

The Board may also consider the following
factors:

(i) Degree of difficulty
The degree of difficulty in carrying out

the activities that form the basis for the
institution’s application.
(ii) Community impact

The extent to which the activities that
form the basis for the institution’s appli-
cation have benefited the qualified dis-
tressed community.
(iii) Innovation

The degree to which the activities that
form the basis for the institution’s appli-
cation have incorporated innovative meth-
ods for meeting community needs.
(iv) Leverage

The leverage ratio between the dollar
amount of the activities that form the
basis for the institution’s application and
the amount of the assessment credit cal-
culated in accordance with this section for
such activities.
(v) Size

The amount of total assets of the insti-
tution.
(vi) New entry

Whether the institution had provided fi-
nancial services in the designated dis-
tressed community before such semi-
annual period.
(vii) Need for subsidy

The degree to which the qualified activ-
ity which forms the basis for the applica-
tion needs enhancement through an assess-
ment credit.
(viii) Extent of distress in community

The degree of poverty and unemploy-
ment in the designated distressed commu-



Page 1145 TITLE 12—BANKS AND BANKING § 1834a

2 So in original. The words ‘‘under the amendment made’’ prob-
ably should not appear.

nity, the proportion of the total popu-
lation of the community which are low-in-
come families and unrelated individuals,
and the extent of other adverse economic
conditions in such community.

(2) Qualifying investments
If the amount of funds appropriated for pur-

poses of carrying out this section for any fis-
cal year are insufficient to award the amount
of assessment credits for which insured deposi-
tory institutions have applied and are eligible
under this section, the Board shall, in award-
ing community enterprise assessment credits
for qualifying activities under subsection
(a)(2)(C) of this section for any semiannual pe-
riod for which such appropriation is available,
determine which institutions shall receive an
award based on the leverage ratio between the
dollar amount of the activities that form the
basis for the institution’s application and the
amount of the assessment credit calculated in
accordance with this section for such activi-
ties.

(i) Determination of amount of assessment credit
Notwithstanding any other provision of this

section, the determination of the amount of any
community enterprise assessment credit under
subsection (a)(3) of this section for any insured
depository institution for any semiannual pe-
riod shall be made solely at the discretion of the
Board. No insured depository institution shall
be awarded community enterprise assessment
credits for any semiannual period in excess of an
amount determined by the Board.

(j) Definitions
For purposes of this section—

(1) Appropriate Federal banking agency
The term ‘‘appropriate Federal banking

agency’’ has the meaning given to such term
in section 1813(q) of this title.

(2) Board
The term ‘‘Board’’ means the Community

Enterprise Assessment Credit Board estab-
lished under the amendment made 2 by sub-
section (d) of this section.

(3) Insured depository institution
The term ‘‘insured depository institution’’

has the meaning given to such term in section
1813(c)(2) of this title.

(4) Community development financial institu-
tion

The term ‘‘community development finan-
cial institution’’ has the same meaning as in
section 4702(5) of this title.

(5) Affiliate
The term ‘‘affiliate’’ has the same meaning

as in section 1841 of this title.

(Pub. L. 102–242, title II, § 233, Dec. 19, 1991, 105
Stat. 2311; Pub. L. 102–550, title IX, § 931(c)–(e),
title XVI, §§ 1604(b)(2), 1605(a)(7), Oct. 28, 1992, 106
Stat. 3888, 3889, 4083, 4086; Pub. L. 102–558, title
III, §§ 303(b)(2), (9), 305, Oct. 28, 1992, 106 Stat.

4224, 4226; Pub. L. 103–325, title I, § 114(c), Sept.
23, 1994, 108 Stat. 2181.)

REFERENCES IN TEXT

The Neighborhood Reinvestment Corporation Act, re-
ferred to in subsec. (a)(4)(C), is title VI of Pub. L.
95–557, Oct. 31, 1978, 92 Stat. 2115, which is classified to
subchapter I (§ 8101 et seq.) of chapter 90 of Title 42, The
Public Health and Welfare. For complete classification
of this Act to the Code, see section 601 of Pub. L. 95–557,
set out as a Short Title note under section 8101 of Title
42 and Tables.

The Housing and Community Development Act of
1974, referred to in subsec. (a)(4)(D), is Pub. L. 93–383,
Aug. 22, 1974, 88 Stat. 633, as amended. Title I of the Act
is classified principally to chapter 69 (§ 5301 et seq.) of
Title 42. For complete classification of this Act to the
Code, see Short Title note set out under section 5301 of
Title 42 and Tables.

The Cranston-Gonzalez National Affordable Housing
Act, referred to in subsec. (a)(4)(E), (F), is Pub. L.
101–625, Nov. 28, 1990, 104 Stat. 4079. Title II of the Act,
also known as the ‘‘HOME Investment Partnerships
Act’’, is classified principally to subchapter II (§ 12721 et
seq.) of chapter 130 of Title 42. Subtitles B and C of title
IV of the Act are classified respectively to parts A
(§ 12871 et seq.) and B (§ 12891 et seq.) of subchapter IV
of chapter 130 of Title 42. For complete classification of
this Act to the Code, see Short Title note set out under
section 12701 of Title 42 and Tables.

The United States Housing Act of 1937, referred to in
subsec. (a)(4)(F), is act Sept. 1, 1937, ch. 896, as revised
generally by Pub. L. 93–383, title II, § 201(a), Aug. 22,
1974, 88 Stat. 653. Title III of the Act is classified gener-
ally to subchapter II–A (§ 1437aaa et seq.) of Title 42.
For complete classification of this Act to the Code, see
Short Title note set out under section 1437 of Title 42
and Tables.

This subtitle, referred to in subsec. (b)(4)(C), is sub-
title C (§§ 231–234) of title II of Pub. L. 102–242, Dec. 19,
1991, 105 Stat. 2308, known as the Bank Enterprise Act
of 1991, which enacted this section and sections 1834 and
1834b of this title, amended section 1817 of this title,
and enacted provisions set out as a note under section
1811 of this title. For complete classification of subtitle
C to the Code, see section 231 of Pub. L. 102–242, set out
as a Short Title of 1991 Amendment note under section
1811 of this title and Tables.

CODIFICATION

Section was enacted as part of the Bank Enterprise
Act of 1991, and also as part of the Foreign Bank Super-
vision Enhancement Act of 1991 and as part of the Fed-
eral Deposit Insurance Corporation Improvement Act
of 1991, and not as part of the Federal Deposit Insur-
ance Act which comprises this chapter.

Section is comprised of section 233 of Pub. L. 102–242.
Subsec. (c) of section 233 of Pub. L. 102–242 amended
section 1817 of this title.

AMENDMENTS

1994—Subsec. (a)(2). Pub. L. 103–325, § 114(c)(1)(A), sub-
stituted ‘‘may apply for’’ for ‘‘shall be eligible’’ in in-
troductory provisions.

Subsec. (a)(2)(A). Pub. L. 103–325, § 114(c)(1)(B), sub-
stituted ‘‘assistance’’ for ‘‘financial assistance’’.

Subsec. (a)(2)(C). Pub. L. 103–325, § 114(c)(1)(C) to (E),
added subpar. (C).

Subsec. (a)(4). Pub. L. 103–325, § 114(c)(2)(A), struck
out ‘‘financial’’ before ‘‘assistance’’ in introductory
provisions.

Subsec. (a)(4)(L) to (O). Pub. L. 103–325, § 114(c)(2)(B),
added subpars. (L) to (O).

Subsec. (a)(5). Pub. L. 103–325, § 114(c)(3), substituted
‘‘paragraph (3)(A)’’ for ‘‘paragraph (3)’’.

Subsec. (a)(6). Pub. L. 103–325, § 114(c)(4), substituted
‘‘Loans, financial assistance, and equity investments
made by any insured depository institution’’ for ‘‘In-
vestments by any insured depository institution in
loans and securities’’.
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Subsec. (a)(7). Pub. L. 103–325, § 114(c)(5), added par.
(7).

Subsec. (g). Pub. L. 103–325, § 114(c)(6), added subsec.
(g) and redesignated former subsec. (g) as (j).

Subsecs. (h), (i). Pub. L. 103–325, § 114(c)(7), added sub-
secs. (h) and (i).

Subsec. (j). Pub. L. 103–325, § 114(c)(6)(A), redesignated
subsec. (g) as (j).

Subsec. (j)(4), (5). Pub. L. 103–325, § 114(a)(8), added
pars. (4) and (5).

1992—Subsec. (a)(1)(A). Pub. L. 102–558, § 303(b)(9)(A),
substituted ‘‘section 1817(b)(7)’’ for ‘‘section 1817(d)(4)’’.
Pub. L. 102–550, § 1605(a)(7)(A), which contained an iden-
tical amendment, was repealed, effective Oct. 28, 1992,
by Pub. L. 102–558, § 305, set out as a Repeal of Duplica-
tive Provisions note under section 1815 of this title.

Subsec. (a)(2). Pub. L. 102–550, § 931(c), amended par.
(2) generally. Prior to amendment, par. (2) read as fol-
lows: ‘‘An insured depository institution shall be eligi-
ble for any community enterprise assessment credit for
any semiannual period for—

‘‘(A) any increase during such period in the amount
of new originations of qualified loans and other finan-
cial assistance provided for low- and moderate-in-
come persons in distressed communities, or enter-
prises integrally involved with such neighborhoods,
which the Board determines are qualified to be taken
into account for purposes of this subsection; and

‘‘(B) any increase during such period in the amount
of deposits accepted from persons domiciled in the
distressed community, at any office of the institution
(including any branch) located in any qualified dis-
tressed community, and any increase during such pe-
riod in the amount of new originations of loans and
other financial assistance made within that commu-
nity, except that in no case shall the credit for in-
creased deposits at any institution or branch exceed
the credit for increased loan and other financial as-
sistance by the bank or branch in the distressed com-
munity.’’
Subsec. (a)(3). Pub. L. 102–558, § 303(b)(9)(B), sub-

stituted ‘‘section 1817(b)(7)’’ for ‘‘section 1817(d)(4)’’.
Pub. L. 102–550, § 1605(a)(7)(B), which contained an iden-
tical amendment, was repealed, effective Oct. 28, 1992,
by Pub. L. 102–558, § 305, set out as a Repeal of Duplica-
tive Provisions note under section 1815 of this title.

Pub. L. 102–558, § 303(b)(2), which directed technical
amendment to reference to section 1834b of this title to
correct reference to corresponding section of original
act, could not be executed because of prior general
amendment by Pub. L. 102–550, § 931(d). See below. Pub.
L. 102–550, § 1604(b)(2), which contained an identical
amendment, was repealed, effective Oct. 28, 1992, by
Pub. L. 102–558, § 305, set out as a Repeal of Duplicative
Provisions note under section 1815 of this title.

Pub. L. 102–550, § 931(d), amended par. (3) generally.
Prior to amendment, par. (3) read as follows: ‘‘The
amount of any community enterprise assessment credit
available under section 1817(d)(4) of this title for any
insured depository institution, or a qualified portion
thereof, for any semiannual period shall be the amount
which is equal to 5 percent, in the case of an institution
which does not meet the community development orga-
nization requirements under section 1834b of this title,
and 15 percent, in the case of an institution, or a quali-
fied portion thereof, which meets such requirements (or
any percentage designated under paragraph (5)) of the
sum of—

‘‘(A) the amounts of assets described in paragraph
(2)(A); and

‘‘(B) the amounts of deposits, loans, and other ex-
tensions of credit described in paragraph (2)(B).’’
Subsec. (a)(5). Pub. L. 102–558, § 303(b)(2), made tech-

nical amendment to reference to section 1834b of this
title to correct reference to corresponding section of
original act. Pub. L. 102–550, § 1604(b)(2), which made
identical amendment, was repealed, effective Oct. 28,
1992, by Pub. L. 102–558, § 305, set out as a Repeal of Du-
plicative Provisions note under section 1815 of this
title.

Subsec. (b)(4). Pub. L. 102–550, § 931(e), amended par.
(4) generally. Prior to amendment, par. (4) read as fol-
lows: ‘‘For purposes of this subsection, an area meets
the requirements of this paragraph if at least 2 of the
following criteria are met:

‘‘(A) INCOME.—At least 70 percent of the families and
unrelated individuals residing in the area have incomes
of less than 80 percent of the median income of the
area.

‘‘(B) POVERTY.—At least 20 percent of the residents
residing in the area have incomes which are less than
the national poverty level (as determined pursuant to
criteria established by the Director of the Office of
Management and Budget).

‘‘(C) UNEMPLOYMENT.—The unemployment rate for
the area is one and one-half times greater than the na-
tional average (as determined by the Bureau of Labor
Statistic’s most recent figures).’’

Subsec. (e)(2). Pub. L. 102–558, § 303(b)(9)(C), sub-
stituted ‘‘of the semiannual assessment to which such
credit is applicable’’ for ‘‘made for purposes of the noti-
fication required under section 1817(d)(1)(B) of this
title’’. Pub. L. 102–550, § 1605(a)(7)(C), which contained
an identical amendment, was repealed, effective Oct.
28, 1992, by Pub. L. 102–558, § 305, set out as a Repeal of
Duplicative Provisions note under section 1815 of this
title.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by section 303(b)(2) of Pub. L. 102–558
deemed to have become effective Mar. 1, 1992, see sec-
tion 304 of Pub. L. 102–558, set out as a note under sec-
tion 2062 of Title 50, Appendix, War and National De-
fense.

Section 303(b)(9) of Pub. L. 102–558 provided that the
amendment made by that section is effective on the ef-
fective date of the amendment made by section 302(e)(4)
of Pub. L. 102–242 [see section 302(g) of Pub. L. 102–242,
set out as a note under section 1817 of this title].

Section 1605(a)(7) of Pub. L. 102–550, which provided
effective date provisions for the amendment made by
that section, was repealed, effective Oct. 28, 1992, by
section 305 of Pub. L. 102–558, set out as a Repeal of Du-
plicative Provisions note under section 1815 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1834b, 4713 of
this title; title 42 section 5318a.

§ 1834b. Community development organizations

(a) Community development organizations de-
scribed

For purposes of this subtitle, any insured de-
pository institution, or a qualified portion
thereof, shall be treated as meeting the commu-
nity development organization requirements of
this section if—

(1) the institution—
(A) is a community development bank, or

controls any community development bank,
which meets the requirements of subsection
(b) of this section;

(B) controls any community development
corporation, or maintains any community
development unit within the institution,
which meets the requirements of subsection
(c) of this section;

(C) invests in accounts in any community
development credit union designated as a
low-income credit union, subject to restric-
tions established for such credit unions by
the National Credit Union Administration
Board; or

(D) invests in a community development
organization jointly controlled by two or
more institutions;



Page 1147 TITLE 12—BANKS AND BANKING § 1835

(2) except in the case of an institution which
is a community development bank, the
amount of the capital invested, in the form of
debt or equity, by the institution in the com-
munity development organization referred to
in paragraph (1) (or, in the case of any commu-
nity development unit, the amount which the
institution irrevocably makes available to
such unit for the purposes described in para-
graph (3)) is not less than the greater of—

(A) 1⁄2 of 1 percent of the capital, as defined
by generally accepted accounting principles,
of the institution; or

(B) the sum of the amounts invested in
such community development organization;
and

(3) the community development organization
provides loans for residential mortgages, home
improvement, and community development
and other financial services, other than fi-
nancing for the purchase of automobiles or ex-
tension of credit under any open-end credit
plan (as defined in section 1602(i) of title 15), to
low- and moderate-income persons, nonprofit
organizations, and small businesses located in
qualified distressed communities in a manner
consistent with the intent of this subtitle.

(b) Community development bank requirements
A community development bank meets the re-

quirements of this subsection if—
(1) the community development bank has a

15-member advisory board designated as the
‘‘Community Investment Board’’ and consist-
ing entirely of community leaders who—

(A) shall be appointed initially by the
board of directors of the community devel-
opment bank and thereafter by the Commu-
nity Investment Board from nominations re-
ceived from the community; and

(B) are appointed for a single term of 2
years, except that, of the initial members
appointed to the Community Investment
Board, 1⁄3 shall be appointed for a term of 8
months, 1⁄3 shall be appointed for a term of 16
months, and 1⁄3 shall be appointed for a term
of 24 months, as designated by the board of
directors of the community development
bank at the time of the appointment;

(2) 1⁄3 of the members of the community de-
velopment bank’s board of directors are ap-
pointed from among individuals nominated by
the Community Investment Board; and

(3) the bylaws of the community develop-
ment bank require that the board of directors
of the bank meet with the Community Invest-
ment Board at least once every 3 months.

(c) Community development corporation require-
ments

Any community development corporation, or
community development unit within any in-
sured depository institution meets the require-
ments of this subsection if the corporation or
unit provides the same or greater, as determined
by the appropriate Federal banking agency,
community participation in the activities of
such corporation or unit as would be provided by
a Community Investment Board under sub-
section (b) of this section if such corporation or
unit were a community development bank.

(d) Adequate dispersal requirement
The appropriate Federal banking agency may

approve the establishment of a community de-
velopment organization under this subtitle only
upon finding that the distressed community is
not adequately served by an existing community
development organization.
(e) Definitions

For purposes of this section—
(1) Community development bank

The term ‘‘community development bank’’
means any depository institution (as defined
in section 1813(c)(1) of this title).
(2) Community development organization

The term ‘‘community development organi-
zation’’ means any community development
bank, community development corporation,
community development unit within any in-
sured depository institution, or community
development credit union.
(3) Low- and moderate-income persons

The term ‘‘low- and moderate-income per-
sons’’ has the meaning given such term in sec-
tion 5302(a)(20) of title 42.
(4) Nonprofit organization; small business

The terms ‘‘nonprofit organization’’ and
‘‘small business’’ have the meanings given to
such terms by regulations which the appro-
priate Federal banking agency shall prescribe
for purposes of this section.
(5) Qualified distressed community

The term ‘‘qualified distressed community’’
has the meaning given to such term in section
1834a(b) of this title.

(Pub. L. 102–242, title II, § 234, Dec. 19, 1991, 105
Stat. 2315.)

REFERENCES IN TEXT

This subtitle, referred to in subsecs. (a) and (d), is
subtitle C (§§ 231–234) of title II of Pub. L. 102–242, Dec.
19, 1991, 105 Stat. 2308, known as the Bank Enterprise
Act of 1991, which enacted this section and sections 1834
and 1834a of this title, amended section 1817 of this
title, and enacted provisions set out as a note under
section 1811 of this title. For complete classification of
subtitle C to the Code, see section 231 of Pub. L. 102–242,
set out as a Short Title of 1991 Amendment note under
section 1811 of this title and Tables.

CODIFICATION

Section was enacted as part of the Bank Enterprise
Act of 1991, and also as part of the Foreign Bank Super-
vision Enhancement Act of 1991 and as part of the Fed-
eral Deposit Insurance Corporation Improvement Act
of 1991, and not as part of the Federal Deposit Insur-
ance Act which comprises this chapter.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1834a, 4713 of
this title.

§ 1835. Insured depository institution capital re-
quirements for transfers of small business
obligations

(a) Accounting principles
The accounting principles applicable to the

transfer of a small business loan or a lease of
personal property with recourse contained in re-
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ports or statements required to be filed with
Federal banking agencies by a qualified insured
depository institution shall be consistent with
generally accepted accounting principles.
(b) Capital and reserve requirements

With respect to the transfer of a small busi-
ness loan or lease of personal property with re-
course that is a sale under generally accepted
accounting principles, each qualified insured de-
pository institution shall—

(1) establish and maintain a reserve equal to
an amount sufficient to meet the reasonable
estimated liability of the institution under
the recourse arrangement; and

(2) include, for purposes of applicable capital
standards and other capital measures, only the
amount of the retained recourse in the risk-
weighted assets of the institution.

(c) Qualified institutions criteria
An insured depository institution is a quali-

fied insured depository institution for purposes
of this section if, without regard to the account-
ing principles or capital requirements referred
to in subsections (a) and (b) of this section, the
institution is—

(1) well capitalized; or
(2) with the approval, by regulation or order,

of the appropriate Federal banking agency,
adequately capitalized.

(d) Aggregate amount of recourse
The total outstanding amount of recourse re-

tained by a qualified insured depository institu-
tion with respect to transfers of small business
loans and leases of personal property under sub-
sections (a) and (b) of this section shall not ex-
ceed—

(1) 15 percent of the risk-based capital of the
institution; or

(2) such greater amount, as established by
the appropriate Federal banking agency by
regulation or order.

(e) Institutions that cease to be qualified or ex-
ceed aggregate limits

If an insured depository institution ceases to
be a qualified insured depository institution or
exceeds the limits under subsection (d) of this
section, this section shall remain applicable to
any transfers of small business loans or leases of
personal property that occurred during the time
that the institution was qualified and did not
exceed such limit.
(f) Prompt corrective action not affected

The capital of an insured depository institu-
tion shall be computed without regard to this
section in determining whether the institution
is adequately capitalized, undercapitalized, sig-
nificantly undercapitalized, or critically under-
capitalized under section 1831o of this title.
(g) Regulations required

Not later than 180 days after September 23,
1994, each appropriate Federal banking agency
shall promulgate final regulations implement-
ing this section.
(h) Alternative system permitted

(1) In general
At the discretion of the appropriate Federal

banking agency, this section shall not apply if

the regulations of the agency provide that the
aggregate amount of capital and reserves re-
quired with respect to the transfer of small
business loans and leases of personal property
with recourse does not exceed the aggregate
amount of capital and reserves that would be
required under subsection (b) of this section.

(2) Existing transactions not affected
Notwithstanding paragraph (1), this section

shall remain in effect with respect to transfers
of small business loans and leases of personal
property with recourse by qualified insured de-
pository institutions occurring before the ef-
fective date of regulations referred to in para-
graph (1).

(i) Definitions
For purposes of this section—

(1) the term ‘‘adequately capitalized’’ has
the same meaning as in section 1831o(b) of this
title;

(2) the term ‘‘appropriate Federal banking
agency’’ has the same meaning as in section
1813 of this title;

(3) the term ‘‘capital standards’’ has the
same meaning as in section 1831o(c) of this
title;

(4) the term ‘‘Federal banking agencies’’ has
the same meaning as in section 1813 of this
title;

(5) the term ‘‘insured depository institution’’
has the same meaning as in section 1813 of this
title;

(6) the term ‘‘other capital measures’’ has
the meaning as in section 1831o(c) of this title;

(7) the term ‘‘recourse’’ has the meaning
given to such term under generally accepted
accounting principles;

(8) the term ‘‘small business’’ means a busi-
ness that meets the criteria for a small busi-
ness concern established by the Small Busi-
ness Administration under section 632(a) of
title 15; and

(9) the term ‘‘well capitalized’’ has the same
meaning as in section 1831o(b) of this title.

(Pub. L. 103–325, title II, § 208, Sept. 23, 1994, 108
Stat. 2201.)

CODIFICATION

Section was enacted as part of the Small Business
Loan Securitization and Secondary Market Enhance-
ment Act of 1994 and as part of the Riegle Community
Development and Regulatory Improvement Act of 1994,
and not as part of the Federal Deposit Insurance Act
which comprises this chapter.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4808 of this title.

§ 1835a. Prohibition against deposit production
offices

(a) Regulations
The appropriate Federal banking agencies

shall prescribe uniform regulations effective
June 1, 1997, which prohibit any out-of-State
bank from using any authority to engage in
interstate branching pursuant to this title,1 or
any amendment made by this title 1 to any other
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provision of law, primarily for the purpose of de-
posit production.
(b) Guidelines for meeting credit needs

Regulations issued under subsection (a) of this
section shall include guidelines to ensure that
interstate branches operated by an out-of-State
bank in a host State are reasonably helping to
meet the credit needs of the communities which
the branches serve.
(c) Limitation on out-of-State loans

(1) Limitation
Regulations issued under subsection (a) of

this section shall require that, beginning no
earlier than 1 year after establishment or ac-
quisition of an interstate branch or branches
in a host State by an out-of-State bank, if the
appropriate Federal banking agency for the
out-of-State bank determines that the bank’s
level of lending in the host State relative to
the deposits from the host State (as reason-
ably determinable from available information
including the agency’s sampling of the bank’s
loan files during an examination or such data
as is otherwise available) is less than half the
average of total loans in the host State rel-
ative to total deposits from the host State (as
determinable from relevant sources) for all
banks the home State of which is such State—

(A) the appropriate Federal banking agen-
cy for the out-of-State bank shall review the
loan portfolio of the bank and determine
whether the bank is reasonably helping to
meet the credit needs of the communities
served by the bank in the host State; and

(B) if the agency determines that the out-
of-State bank is not reasonably helping to
meet those needs—

(i) the agency may order that an inter-
state branch or branches of such bank in
the host State be closed unless the bank
provides reasonable assurances to the sat-
isfaction of the appropriate Federal bank-
ing agency that the bank has an accept-
able plan that will reasonably help to meet
the credit needs of the communities served
by the bank in the host State, and

(ii) the out-of-State bank may not open
a new interstate branch in the host State
unless the bank provides reasonable assur-
ances to the satisfaction of the appro-
priate Federal banking agency that the
bank will reasonably help to meet the
credit needs of the community that the
new branch will serve.

(2) Considerations
In making a determination under paragraph

(1)(A), the appropriate Federal banking agency
shall consider—

(A) whether the interstate branch or
branches of the out-of-State bank were for-
merly part of a failed or failing depository
institution;

(B) whether the interstate branch was ac-
quired under circumstances where there was
a low loan-to-deposit ratio because of the
nature of the acquired institution’s business
or loan portfolio;

(C) whether the interstate branch or
branches of the out-of-State bank have a

higher concentration of commercial or cred-
it card lending, trust services, or other spe-
cialized activities;

(D) the ratings received by the out-of-
State bank under the Community Reinvest-
ment Act of 1977 [12 U.S.C. 2901 et seq.];

(E) economic conditions, including the
level of loan demand, within the commu-
nities served by the interstate branch or
branches of the out-of-State bank; and

(F) the safe and sound operation and condi-
tion of the out-of-State bank.

(3) Branch closing procedure
(A) Notice required

Before exercising any authority under
paragraph (1)(B)(i), the appropriate Federal
banking agency shall issue to the bank a no-
tice of the agency’s intention to close an
interstate branch or branches and shall
schedule a hearing.
(B) Hearing

Section 1818(h) of this title shall apply to
any proceeding brought under this para-
graph.

(d) Application
This section shall apply with respect to any

interstate branch established or acquired in a
host State pursuant to this title 2 or any amend-
ment made by this title 2 to any other provision
of law.
(e) Definitions

For the purposes of this section, the following
definitions shall apply:

(1) Appropriate Federal banking agency, bank,
State, and State bank

The terms ‘‘appropriate Federal banking
agency’’, ‘‘bank’’, ‘‘State’’, and ‘‘State bank’’
have the same meanings as in section 1813 of
this title.
(2) Home State

The term ‘‘home State’’ means—
(A) in the case of a national bank, the

State in which the main office of the bank is
located; and

(B) in the case of a State bank, the State
by which the bank is chartered.

(3) Host State
The term ‘‘host State’’ means a State in

which a bank establishes a branch other than
the home State of the bank.
(4) Interstate branch

The term ‘‘interstate branch’’ means a
branch established pursuant to this title 2 or
any amendment made by this title 2 to any
other provision of law and any branch of a
bank controlled by an out-of-State bank hold-
ing company (as defined in section 1841(o)(7) of
this title).
(5) Out-of-State bank

The term ‘‘out-of-State bank’’ means, with
respect to any State, a bank the home State of
which is another State and, for purposes of
this section, includes a foreign bank, the home
State of which is another State.
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(Pub. L. 103–328, title I, § 109, Sept. 29, 1994, 108
Stat. 2362; Pub. L. 106–102, title I, § 106, Nov. 12,
1999, 113 Stat. 1359.)

REFERENCES IN TEXT

This title, referred to in subsecs. (a), (d), and (e)(4), is
title I of Pub. L. 103–328, Sept. 29, 1994, 108 Stat. 2339,
which enacted this section and sections 43, 215a–1, and
1831u of this title, amended sections 30, 36, 215, 215a,
215b, 1462a, 1820, 1828, 1831a, 1831r–1, 1841, 1842, 1846, 2906,
3103 to 3105, and 3106a of this title and section 1927 of
Title 7, Agriculture, enacted provisions set out as notes
under sections 215, 1811, 1828, 3104, 3105, and 3107 of this
title and section 1927 of Title 7, and amended provisions
set out as a note under section 1811 of this title. For
complete classification of this title to the Code, see
Tables.

The Community Reinvestment Act of 1977, referred to
in subsec. (c)(2)(D), is title VIII of Pub. L. 95–128, Oct.
12, 1977, 91 Stat. 1147, as amended, which is classified
generally to chapter 30 (§ 2901 et seq.) of this title. For
complete classification of this Act to the Code, see
Short Title note set out under section 2901 of this title
and Tables.

CODIFICATION

Section was enacted as part of the Riegle-Neal Inter-
state Banking and Branching Efficiency Act of 1994,
and not as part of the Federal Deposit Insurance Act
which comprises this chapter.

AMENDMENTS

1999—Subsec. (e)(4). Pub. L. 106–102 inserted before pe-
riod at end ‘‘and any branch of a bank controlled by an
out-of-State bank holding company (as defined in sec-
tion 1841(o)(7) of this title)’’.

EFFECTIVE DATE OF 1999 AMENDMENT

Amendment by Pub. L. 106–102 effective 120 days after
Nov. 12, 1999, see section 161 of Pub. L. 106–102, set out
as a note under section 24 of this title.

CHAPTER 17�BANK HOLDING COMPANIES

Sec.
1841. Definitions.
1842. Acquisition of bank shares or assets.

(a) Prior approval of Board as necessary;
exceptions; disposition, time exten-
sion; subsequent approval or dis-
position upon disapproval.

(b) Application for approval; notice to
Comptroller of Currency or State
authority; views and recommenda-
tions; disapproval; hearing; order of
Board; nonaction deemed grant of
application; procedure in emer-
gencies or probable failures requir-
ing immediate Board action and or-
ders.

(c) Factors for consideration by Board.
(d) Interstate banking.
(e) Insured depository institution.
(f) Repealed.
(g) Mutual bank holding company.

1843. Interests in nonbanking organizations.
(a) Ownership or control of voting shares

of any company not a bank; engage-
ment in activities other than bank-
ing.

(b) Statement purporting to represent
shares of any company except a
bank or bank holding company.

(c) Exemptions.
(d) Exemption of company controlling

one bank prior to July 1, 1968.
(e) Divestiture of nonexempt shares.
(f) Certain companies not treated as

bank holding companies.

Sec.
(g) Limitations on certain banks.
(h) Tying provisions.
(i) Acquisition of savings associations.
(j) Notice procedures for nonbanking ac-

tivities.
(k) Engaging in activities that are finan-

cial in nature.
(l) Conditions for engaging in expanded

financial activities.
(m) Provisions applicable to financial

holding companies that fail to meet
certain requirements.

(n) Authority to retain limited non-
financial activities and affiliations.

(o) Regulation of certain financial hold-
ing companies.

1844. Administration.
(a) Registration of bank holding com-

pany.
(b) Regulations and orders.
(c) Reports and examinations.
(d) Reports to the Congress; recom-

mendations.
(e) Termination of activities or owner-

ship or control of nonbank subsidi-
aries constituting serious risk.

(f) Powers of Board respecting applica-
tions, examinations, or other pro-
ceedings.

(g) Authority of State insurance regu-
lator and the Securities and Ex-
change Commission.

1845. Repealed.
1846. Reservation of rights to States.

(a) In general.
(b) State taxation authority not affected.

1847. Penalties.
(a) Criminal penalty.
(b) Civil money penalty.
(c) Notice under this section after sepa-

ration from service.
(d) Penalty for failure to make reports.

1848. Judicial review.
1848a. Limitation on rulemaking, prudential, super-

visory, and enforcement authority of the
Board.

(a) Limitation on direct action.
(b) Limitation on indirect action.
(c) Actions specifically authorized.
(d) Functionally regulated subsidiary de-

fined.
1849. Saving provision.

(a) General rule.
(b) Antitrust review.
(c) Antitrust proceedings; Board and

State banking agency as party; rep-
resentation by counsel.

(d) Treatment of merger transactions
consummated prior or subsequent
to May 9, 1956, and not in litigation
prior to July 1, 1966.

(e) Antitrust litigation; substantive law
applicable to proceedings pending
on or after July 1, 1966, with respect
to merger transactions.

(f) ‘‘Antitrust laws’’ defined.
1850. Acquisition of subsidiary and tying arrange-

ment: Federal Reserve Board proceedings;
application for authorization; competitor as
party in interest and person aggrieved; judi-
cial review.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 215a–2, 304, 619,
1467a, 1817, 1818, 1828a, 1831k, 3101, 3105, 3106, 3107 of this
title; title 15 section 80b–2; title 26 section 246A.

§ 1841. Definitions

(a)(1) Except as provided in paragraph (5) of
this subsection, ‘‘bank holding company’’ means
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any company which has control over any bank
or over any company that is or becomes a bank
holding company by virtue of this chapter.

(2) Any company has control over a bank or
over any company if—

(A) the company directly or indirectly or
acting through one or more other persons
owns, controls, or has power to vote 25 per
centum or more of any class of voting securi-
ties of the bank or company;

(B) the company controls in any manner the
election of a majority of the directors or
trustees of the bank or company; or

(C) the Board determines, after notice and
opportunity for hearing, that the company di-
rectly or indirectly exercises a controlling in-
fluence over the management or policies of the
bank or company.

(3) For the purposes of any proceeding under
paragraph (2)(C) of this subsection, there is a
presumption that any company which directly
or indirectly owns, controls, or has power to
vote less than 5 per centum of any class of vot-
ing securities of a given bank or company does
not have control over that bank or company.

(4) In any administrative or judicial proceed-
ing under this chapter, other than a proceeding
under paragraph (2)(C) of this subsection, a com-
pany may not be held to have had control over
any given bank or company at any given time
unless that company, at the time in question,
directly or indirectly owned, controlled, or had
power to vote 5 per centum or more of any class
of voting securities of the bank or company, or
had already been found to have control in a pro-
ceeding under paragraph (2)(C).

(5) Notwithstanding any other provision of
this subsection—

(A) No bank and no company owning or con-
trolling voting shares of a bank is a bank
holding company by virtue of its ownership or
control of shares in a fiduciary capacity, ex-
cept as provided in paragraphs (2) and (3) of
subsection (g) of this section. For the purpose
of the preceding sentence, bank shares shall
not be deemed to have been acquired in a fidu-
ciary capacity if the acquiring bank or com-
pany has sole discretionary authority to exer-
cise voting rights with respect thereto; except
that this limitation is applicable in the case of
a bank or company acquiring such shares prior
to December 31, 1970, only if the bank or com-
pany has the right consistent with its obliga-
tions under the instrument, agreement, or
other arrangement establishing the fiduciary
relationship to divest itself of such voting
rights and fails to exercise that right to divest
within a reasonable period not to exceed one
year after December 31, 1970.

(B) No company is a bank holding company
by virtue of its ownership or control of shares
acquired by it in connection with its under-
writing of securities if such shares are held
only for such period of time as will permit the
sale thereof on a reasonable basis.

(C) No company formed for the sole purpose
of participating in a proxy solicitation is a
bank holding company by virtue of its control
of voting rights of shares acquired in the
course of such solicitation.

(D) No company is a bank holding company
by virtue of its ownership or control of shares

acquired in securing or collecting a debt pre-
viously contracted in good faith, until two
years after the date of acquisition. The Board
is authorized upon application by a company
to extend, from time to time for not more
than one year at a time, the two-year period
referred to herein for disposing of any shares
acquired by a company in the regular course
of securing or collecting a debt previously con-
tracted in good faith, if, in the Board’s judg-
ment, such an extension would not be det-
rimental to the public interest, but no such
extension shall in the aggregate exceed three
years.

(E) No company is a bank holding company
by virtue of its ownership or control of any
State-chartered bank or trust company
which—

(i) is wholly owned by 1 or more thrift in-
stitutions or savings banks; and

(ii) is restricted to accepting—
(I) deposits from thrift institutions or

savings banks;
(II) deposits arising out of the corporate

business of the thrift institutions or sav-
ings banks that own the bank or trust
company; or

(III) deposits of public moneys.

(F) No trust company or mutual savings
bank which is an insured bank under the Fed-
eral Deposit Insurance Act [12 U.S.C. 1811 et
seq.] is a bank holding company by virtue of
its direct or indirect ownership or control of
one bank located in the same State, if (i) such
ownership or control existed on December 31,
1970, authorized by applicable State law, and
(ii) the trust company or mutual savings bank
does not after that date acquire an interest in
any company that, together with any other in-
terest it holds in that company, will exceed 5
per centum of any class of the voting shares of
that company, except that this limitation
shall not be applicable to investments of the
trust company or mutual savings bank, direct
and indirect, which are otherwise in accord-
ance with the limitations applicable to na-
tional banks under section 24 of this title.

(6) For the purposes of this chapter, any suc-
cessor to a bank holding company shall be
deemed to be a bank holding company from the
date on which the predecessor company became
a bank holding company.

(b) ‘‘Company’’ means any corporation, part-
nership, business trust, association, or similar
organization, or any other trust unless by its
terms it must terminate within twenty-five
years or not later than twenty-one years and ten
months after the death of individuals living on
the effective date of the trust but shall not in-
clude any corporation the majority of the shares
of which are owned by the United States or by
any State, and shall not include a qualified fam-
ily partnership. ‘‘Company covered in 1970’’
means a company which becomes a bank holding
company as a result of the enactment of the
Bank Holding Company Act Amendments of 1970
and which would have been a bank holding com-
pany on June 30, 1968, if those amendments had
been enacted on that date.

(c) BANK DEFINED.—For purposes of this chap-
ter—
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(1) IN GENERAL.—Except as provided in para-
graph (2), the term ‘‘bank’’ means any of the
following:

(A) An insured bank as defined in section
3(h) of the Federal Deposit Insurance Act [12
U.S.C. 1813(h)].

(B) An institution organized under the
laws of the United States, any State of the
United States, the District of Columbia, any
territory of the United States, Puerto Rico,
Guam, American Samoa, or the Virgin Is-
lands which both—

(i) accepts demand deposits or deposits
that the depositor may withdraw by check
or similar means for payment to third par-
ties or others; and

(ii) is engaged in the business of making
commercial loans.

(2) EXCEPTIONS.—The term ‘‘bank’’ does not
include any of the following:

(A) A foreign bank which would be a bank
within the meaning of paragraph (1) solely
because such bank has an insured or unin-
sured branch in the United States.

(B) An insured institution (as defined in
subsection (j) of this section).

(C) An organization that does not do busi-
ness in the United States except as an inci-
dent to its activities outside the United
States.

(D) An institution that functions solely in
a trust or fiduciary capacity, if—

(i) all or substantially all of the deposits
of such institution are in trust funds and
are received in a bona fide fiduciary capac-
ity;

(ii) no deposits of such institution which
are insured by the Federal Deposit Insur-
ance Corporation are offered or marketed
by or through an affiliate of such institu-
tion;

(iii) such institution does not accept de-
mand deposits or deposits that the deposi-
tor may withdraw by check or similar
means for payment to third parties or oth-
ers or make commercial loans; and

(iv) such institution does not—
(I) obtain payment or payment related

services from any Federal Reserve bank,
including any service referred to in sec-
tion 11A of the Federal Reserve Act [12
U.S.C. 248a]; or

(II) exercise discount or borrowing
privileges pursuant to section 19(b)(7) of
the Federal Reserve Act [12 U.S.C.
461(b)(7)].

(E) A credit union (as described in section
19(b)(1)(A)(iv) of the Federal Reserve Act [12
U.S.C. 461(b)(1)(A)(iv)]).

(F) An institution, including an institu-
tion that accepts collateral for extensions of
credit by holding deposits under $100,000, and
by other means which—

(i) engages only in credit card oper-
ations;

(ii) does not accept demand deposits or
deposits that the depositor may withdraw
by check or similar means for payment to
third parties or others;

(iii) does not accept any savings or time
deposit of less than $100,000;

(iv) maintains only one office that ac-
cepts deposits; and

(v) does not engage in the business of
making commercial loans.

(G) An organization operating under sec-
tion 25 or section 25(a) 1 of the Federal Re-
serve Act.

(H) An industrial loan company, industrial
bank, or other similar institution which is—

(i) an institution organized under the
laws of a State which, on March 5, 1987,
had in effect or had under consideration in
such State’s legislature a statute which re-
quired or would require such institution to
obtain insurance under the Federal De-
posit Insurance Act [12 U.S.C. 1811 et
seq.]—

(I) which does not accept demand de-
posits that the depositor may withdraw
by check or similar means for payment
to third parties;

(II) which has total assets of less than
$100,000,000; or

(III) the control of which is not ac-
quired by any company after August 10,
1987; or

(ii) an institution which does not, di-
rectly, indirectly, or through an affiliate,
engage in any activity in which it was not
lawfully engaged as of March 5, 1987,

except that this subparagraph shall cease to
apply to any institution which permits any
overdraft (including any intraday overdraft),
or which incurs any such overdraft in such
institution’s account at a Federal Reserve
bank, on behalf of an affiliate if such over-
draft is not the result of an inadvertent com-
puter or accounting error that is beyond the
control of both the institution and the affili-
ate, or that is otherwise permissible for a
bank controlled by a company described in
section 1843(f)(1) of this title.

(I) The Investors Fiduciary Trust Com-
pany, located in Kansas City, Missouri, so
long as such institution—

(i) engages only in trust, fiduciary, and
agency activities in which it was lawfully
engaged on March 5, 1987;

(ii) engages in such activities only at the
same number of locations at which such
activities were conducted on such date;

(iii) does not accept demand deposits
other than demand deposits which are
maintained by such institution in—

(I) a trust or fiduciary capacity;
(II) the institution’s capacity as a cus-

todian or as a paying, transfer, share-
holder servicing, securities clearing, es-
crow, or dividend disbursing agent; or

(III) any capacity which is incidental
to the trust or fiduciary activities of the
institution;

(iv) does not engage in the business of
making commercial loans;

(v) does not exercise discount or borrow-
ing privileges pursuant to section 19(b)(7)
of the Federal Reserve Act [12 U.S.C.
461(b)(7)]; and
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(vi) is not directly or indirectly con-
trolled by any company other than a com-
pany which directly or indirectly con-
trolled such institution on March 5, 1987.

(J) A savings bank (as defined in section
3(g) of the Federal Deposit Insurance Act [12
U.S.C. 1813(g)]) which—

(i) is an insured bank (as defined in sec-
tion 3(h) of such Act [12 U.S.C. 1813(h)]);

(ii) is a subsidiary of the Great Western
Financial Corporation as a result of an ap-
proval in writing by the State bank super-
visor of the State of New York before June
30, 1987;

(iii) meets or exceeds the investment re-
quirements which an insured institution
must meet in order to be a qualified thrift
lender under section 1730a(o) 1 of this title;
and

(iv) does not, directly, or through insur-
ance products such savings bank receives
from or provides to the Great Western Fi-
nancial Corporation, engage in the sale or
underwriting of insurance,

except that this subparagraph shall cease to
apply with respect to such savings bank or
any successor institution if any deposits of
any other subsidiary or affiliate of the Great
Western Financial Corporation which are
subject to an assessment of an insurance
premium under subsection (b) or (c) of sec-
tion 1727 1 of this title are, directly or indi-
rectly by any device whatsoever, transferred
to or acquired by such savings bank or any
successor institution which would have the
effect of materially reducing such premium
assessments. The exemption provided by this
subparagraph shall cease to apply if Great
Western Financial Corporation uses such
savings bank or any successor institution as
a vehicle to move such Corporation from
Federal Savings and Loan Insurance Cor-
poration insurance to Federal Deposit Insur-
ance Corporation insurance.

(3) DISTRICT BANK.—The term ‘‘District
bank’’ means any bank operating under the
Code of Law for the District of Columbia.

(d) ‘‘Subsidiary’’, with respect to a specified
bank holding company, means (1) any company
25 per centum or more of whose voting shares
(excluding shares owned by the United States or
by any company wholly owned by the United
States) is directly or indirectly owned or con-
trolled by such bank holding company, or is held
by it with power to vote; (2) any company the
election of a majority of whose directors is con-
trolled in any manner by such bank holding
company; or (3) any company with respect to the
management of policies of which such bank
holding company has the power, directly or indi-
rectly, to exercise a controlling influence, as de-
termined by the Board, after notice and oppor-
tunity for hearing.

(e) The term ‘‘successor’’ shall include any
company which acquires directly or indirectly
from a bank holding company shares of any
bank, when and if the relationship between such
company and the bank holding company is such
that the transaction effects no substantial

change in the control of the bank or beneficial
ownership of such shares of such bank. The
Board may, by regulation, further define the
term ‘‘successor’’ to the extent necessary to pre-
vent evasion of the purposes of this chapter.

(f) ‘‘Board’’ means the Board of Governors of
the Federal Reserve System.

(g) For the purposes of this chapter—
(1) shares owned or controlled by any sub-

sidiary of a bank holding company shall be
deemed to be indirectly owned or controlled
by such bank holding company; and

(2) shares held or controlled directly or indi-
rectly by trustees for the benefit of (A) a com-
pany, (B) the shareholders or members of a
company, or (C) the employees (whether exclu-
sively or not) of a company, shall be deemed
to be controlled by such company.

(h)(1) Except as provided by paragraph (2), the
application of this chapter and of section 371c of
this title shall not be affected by the fact that
a transaction takes place wholly or partly out-
side the United States or that a company is or-
ganized or operates outside the United States.

(2) Except as provided in paragraph (3), the
prohibitions of section 1843 of this title shall not
apply to shares of any company organized under
the laws of a foreign country (or to shares held
by such company in any company engaged in the
same general line of business as the investor
company or in a business related to the business
of the investor company) that is principally en-
gaged in business outside the United States if
such shares are held or acquired by a bank hold-
ing company organized under the laws of a for-
eign country that is principally engaged in the
banking business outside the United States. For
the purpose of this subsection, the term ‘‘sec-
tion 2(h)(2) company’’ means any company
whose shares are held pursuant to this para-
graph.

(3) Nothing in paragraph (2) authorizes a sec-
tion 2(h)(2) company to engage in (or acquire or
hold more than 5 percent of the outstanding
shares of any class of voting securities of a com-
pany engaged in) any banking, securities, insur-
ance, or other financial activities, as defined by
the Board, in the United States. This paragraph
does not prohibit a section 2(h)(2) company from
holding shares that were lawfully acquired be-
fore August 10, 1987.

(4) No domestic office or subsidiary of a bank
holding company or subsidiary thereof holding
shares of a section 2(h)(2) company may extend
credit to a domestic office or subsidiary of such
section 2(h)(2) company on terms more favorable
than those afforded similar borrowers in the
United States.

(5) No domestic banking office or bank subsidi-
ary of a bank holding company that controls a
section 2(h)(2) company may offer or market
products or services of such section 2(h)(2) com-
pany, or permit its products or services to be of-
fered or marketed by or through such section
2(h)(2) company, unless such products or serv-
ices were being so offered or marketed as of
March 5, 1987, and then only in the same manner
in which they were being offered or marketed as
of that date.

(i) THRIFT INSTITUTION.—For purposes of this
chapter, the term ‘‘thrift institution’’ means—
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(1) any domestic building and loan or sav-
ings and loan association;

(2) any cooperative bank without capital
stock organized and operated for mutual pur-
poses and without profit;

(3) any Federal savings bank; and
(4) any State-chartered savings bank the

holding company of which is registered pursu-
ant to section 1730a 2 of this title.

(j) DEFINITION OF SAVINGS ASSOCIATIONS AND
RELATED TERM.—The term ‘‘savings associa-
tion’’ or ‘‘insured institution’’ means—

(1) any Federal savings association or Fed-
eral savings bank;

(2) any building and loan association, sav-
ings and loan association, homestead associa-
tion, or cooperative bank if such association
or cooperative bank is a member of the Sav-
ings Association Insurance Fund; and

(3) any savings bank or cooperative bank
which is deemed by the Director of the Office
of Thrift Supervision to be a savings associa-
tion under section 1467a(l) of this title.

(k) AFFILIATE.—For purposes of this chapter,
the term ‘‘affiliate’’ means any company that
controls, is controlled by, or is under common
control with another company.

(l) SAVINGS BANK HOLDING COMPANY.—For pur-
poses of this chapter, the term ‘‘savings bank
holding company’’ means any company which
controls one or more qualified savings banks if
the aggregate total assets of such savings banks
constitute, upon formation of the holding com-
pany and at all times thereafter, at least 70 per-
cent of the total assets of such company.

(m) QUALIFIED SAVINGS BANK.—For purposes of
this chapter, the term ‘‘qualified savings
bank’’—

(1) means any savings bank (as defined in
section 3(g) of the Federal Deposit Insurance
Act [12 U.S.C. 1813(g)]) which was organized on
or before March 5, 1987; and

(2) includes any cooperative bank that is an
insured bank (as defined in section 3(h) of the
Federal Deposit Insurance Act [12 U.S.C.
1813(h)]) and any interim savings bank that is
established to facilitate a corporate reorga-
nization, or the formation of a holding com-
pany, involving a savings bank described in
paragraph (1).

(n) INCORPORATED DEFINITIONS.—For purposes
of this chapter, the terms ‘‘depository institu-
tion’’, ‘‘insured depository institution’’, ‘‘appro-
priate Federal banking agency’’, ‘‘default’’, ‘‘in
danger of default’’, and ‘‘State bank supervisor’’
have the same meanings as in section 3 of the
Federal Deposit Insurance Act [12 U.S.C. 1813].

(o) OTHER DEFINITIONS.—For purposes of this
chapter, the following definitions shall apply:

(1) CAPITAL TERMS.—
(A) INSURED DEPOSITORY INSTITUTIONS.—

With respect to insured depository institu-
tions, the terms ‘‘well capitalized’’, ‘‘ade-
quately capitalized’’, and ‘‘undercapitalized’’
have the same meanings as in section 38 of
the Federal Deposit Insurance Act [12 U.S.C.
1831o].

(B) BANK HOLDING COMPANY.—

(i) ADEQUATELY CAPITALIZED.—With re-
spect to a bank holding company, the term
‘‘adequately capitalized’’ means a level of
capitalization which meets or exceeds all
applicable Federal regulatory capital
standards.

(ii) WELL CAPITALIZED.—A bank holding
company is ‘‘well capitalized’’ if it meets
the required capital levels for well capital-
ized bank holding companies established
by the Board.

(C) OTHER CAPITAL TERMS.—The terms
‘‘Tier 1’’ and ‘‘risk-weighted assets’’ have
the meanings given those terms in the cap-
ital guidelines or regulations established by
the Board for bank holding companies.

(2) ANTITRUST LAWS.—Except as provided in
section 1849 of this title, the term ‘‘antitrust
laws’’—

(A) has the same meaning as in subsection
(a) of section 12 of title 15; and

(B) includes section 45 of title 15 to the ex-
tent that such section 45 relates to unfair
methods of competition.

(3) BRANCH.—The term ‘‘branch’’ means a do-
mestic branch (as defined in section 3 of the
Federal Deposit Insurance Act [12 U.S.C.
1813]).

(4) HOME STATE.—The term ‘‘home State’’
means—

(A) with respect to a national bank, the
State in which the main office of the bank is
located;

(B) with respect to a State bank, the State
by which the bank is chartered; and

(C) with respect to a bank holding com-
pany, the State in which the total deposits
of all banking subsidiaries of such company
are the largest on the later of—

(i) July 1, 1966; or
(ii) the date on which the company be-

comes a bank holding company under this
chapter.

(5) HOST STATE.—The term ‘‘host State’’
means—

(A) with respect to a bank, a State, other
than the home State of the bank, in which
the bank maintains, or seeks to establish
and maintain, a branch; and

(B) with respect to a bank holding com-
pany, a State, other than the home State of
the company, in which the company con-
trols, or seeks to control, a bank subsidiary.

(6) OUT-OF-STATE BANK.—The term ‘‘out-of-
State bank’’ means, with respect to any State,
a bank whose home State is another State.

(7) OUT-OF-STATE BANK HOLDING COMPANY.—
The term ‘‘out-of-State bank holding com-
pany’’ means, with respect to any State, a
bank holding company whose home State is
another State.

(8) LEAD INSURED DEPOSITORY INSTITUTIONS.—
(A) IN GENERAL.—The term ‘‘lead insured

depository institution’’ means the largest
insured depository institution controlled by
the subject bank holding company at any
time, based on a comparison of the average
total risk-weighted assets controlled by each
insured depository institution during the
previous 12-month period.
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(B) BRANCH OR AGENCY.—For purposes of
this paragraph and section 1843(j)(4) of this
title, the term ‘‘insured depository institu-
tion’’ includes any branch or agency oper-
ated in the United States by a foreign bank.

(9) WELL MANAGED.—The term ‘‘well man-
aged’’ means—

(A) in the case of any company or deposi-
tory institution which receives examina-
tions, the achievement of—

(i) a CAMEL composite rating of 1 or 2
(or an equivalent rating under an equiva-
lent rating system) in connection with the
most recent examination or subsequent re-
view of such company or institution; and

(ii) at least a satisfactory rating for
management, if such rating is given; or

(B) in the case of a company or depository
institution that has not received an exam-
ination rating, the existence and use of man-
agerial resources which the Board deter-
mines are satisfactory.

(10) QUALIFIED FAMILY PARTNERSHIP.—The
term ‘‘qualified family partnership’’ means a
general or limited partnership that the Board
determines—

(A) does not directly control any bank, ex-
cept through a registered bank holding com-
pany;

(B) does not control more than 1 registered
bank holding company;

(C) does not engage in any business activ-
ity, except indirectly through ownership of
other business entities;

(D) has no investments other than those
permitted for a bank holding company pur-
suant to section 1843(c) of this title;

(E) is not obligated on any debt, either di-
rectly or as a guarantor;

(F) has partners, all of whom are either—
(i) individuals related to each other by

blood, marriage (including former mar-
riage), or adoption; or

(ii) trusts for the primary benefit of indi-
viduals related as described in clause (i);
and

(G) has filed with the Board a statement
that includes—

(i) the basis for the eligibility of the
partnership under subparagraph (F);

(ii) a list of the existing activities and
investments of the partnership;

(iii) a commitment to comply with this
paragraph;

(iv) a commitment to comply with sec-
tion 7 of the Federal Deposit Insurance Act
[12 U.S.C. 1817] with respect to any acquisi-
tion of control of an insured depository in-
stitution occurring after September 30,
1996; and

(v) a commitment to be subject, to the
same extent as if the qualified family part-
nership were a bank holding company—

(I) to examination by the Board to as-
sure compliance with this paragraph;
and

(II) to section 8 of the Federal Deposit
Insurance Act [12 U.S.C. 1818].

(p) FINANCIAL HOLDING COMPANY.—For pur-
poses of this chapter, the term ‘‘financial hold-

ing company’’ means a bank holding company
that meets the requirements of section 1843(l)(1)
of this title.

(q) INSURANCE COMPANY.—For purposes of sec-
tions 1843 and 1844 of this title, the term ‘‘insur-
ance company’’ includes any person engaged in
the business of insurance to the extent of such
activities.

(May 9, 1956, ch. 240, § 2, 70 Stat. 133; Pub. L.
89–485, §§ 1–6, July 1, 1966, 80 Stat. 236, 237; Pub.
L. 91–607, title I, § 101, Dec. 31, 1970, 84 Stat. 1760;
Pub. L. 95–188, title III, § 301(b), Nov. 16, 1977, 91
Stat. 1389; Pub. L. 95–369, § 8(e), Sept. 17, 1978, 92
Stat. 623; Pub. L. 97–320, title I, § 118(b), title III,
§ 333, title IV, § 404(d)(1), Oct. 15, 1982, 96 Stat.
1479, 1504, 1512; Pub. L. 100–86, title I, § 101(a), (e),
title II, § 205(a), Aug. 10, 1987, 101 Stat. 554, 562,
584; Pub. L. 101–73, title VI, § 602(a), Aug. 9, 1989,
103 Stat. 409; Pub. L. 103–328, title I, § 101(c),
Sept. 29, 1994, 108 Stat. 2341; Pub. L. 104–208, div.
A, title II, §§ 2207, 2208(b), 2304(b), 2610, 2704(d)(17),
Sept. 30, 1996, 110 Stat. 3009–406, 3009–408,
3009–425, 3009–475, 3009–495; Pub. L. 106–102, title I,
§§ 103(c)(1), 107(c), 119, title VII, § 724, Nov. 12,
1999, 113 Stat. 1351, 1359, 1373, 1471.)

REFERENCES IN TEXT

This chapter, referred to in subsecs. (a)(1), (4), (c), and
(g) to (p), was in the original ‘‘this Act’’, meaning act
May 9, 1956, ch. 240, 70 Stat. 133, as amended, known as
the Bank Holding Company Act of 1956, which enacted
this chapter and sections 1101 to 1103 of Title 26, Inter-
nal Revenue Code, and enacted provisions set out as
notes under this section. For complete classification of
this Act to the Code, see Short Title note set out below
and Tables.

The Federal Deposit Insurance Act, referred to in
subsecs. (a)(5)(F) and (c)(2)(H)(i), is act Sept. 21, 1950,
ch. 967, § 2, 64 Stat. 873, as amended, which is classified
generally to chapter 16 (§ 1811 et seq.) of this title. For
complete classification of this Act to the Code, see
Short Title note set out under section 1811 of this title
and Tables.

Enactment of the Bank Holding Company Act
Amendments of 1970, referred to in subsec. (b), means
enactment of Pub. L. 91–607, on Dec. 31, 1970. For classi-
fication of Pub. L. 91–607, see Short Title of 1970
Amendment note below.

Section 25 of the Federal Reserve Act, referred to in
subsec. (c)(2)(G), is classified to subchapter I (§ 601 et
seq.) of chapter 6 of this title. Section 25(a) of the Fed-
eral Reserve Act, which is classified to subchapter II
(§ 611 et seq.) of chapter 6 of this title, was renumbered
section 25A of that act by Pub. L. 102–242, title I,
§ 142(e)(2), Dec. 19, 1991, 105 Stat. 2281.

Sections 1727 and 1730a of this title, referred to in
subsecs. (c)(2)(J) and (i)(4), were repealed by Pub. L.
101–73, title IV, § 407, Aug. 9, 1989, 103 Stat. 363.

A section 2(h)(2) company, referred to in subsec. (h)(3)
to (5), is defined in subsec. (h)(2) of this section.

AMENDMENTS

1999—Subsec. (a)(5)(E)(i). Pub. L. 106–102, § 724, in-
serted ‘‘1 or more’’ before ‘‘thrift institutions’’.

Subsec. (c)(2)(H). Pub. L. 106–102, § 107(c), inserted
‘‘, or that is otherwise permissible for a bank con-
trolled by a company described in section 1843(f)(1) of
this title’’ before period at end of concluding provi-
sions.

Subsec. (n). Pub. L. 106–102, § 103(c)(1)(A), inserted
‘‘ ‘depository institution’,’’ after ‘‘the terms’’.

Subsec. (o)(1)(A). Pub. L. 106–102, § 119, substituted
‘‘section 38’’ for ‘‘section 38(b)’’.

Subsecs. (p), (q). Pub. L. 106–102, § 103(c)(1)(B), added
subsecs. (p) and (q).

1996—Subsec. (b). Pub. L. 104–208, § 2610(1), inserted
‘‘, and shall not include a qualified family partnership’’
after ‘‘by any State’’.
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Subsec. (c)(2)(F). Pub. L. 104–208, § 2304(b), inserted
‘‘, including an institution that accepts collateral for
extensions of credit by holding deposits under $100,000,
and by other means’’ after ‘‘An institution’’ in intro-
ductory provisions.

Subsec. (g)(3). Pub. L. 104–208, § 2207, struck out par.
(3) which read as follows: ‘‘shares transferred after Jan-
uary 1, 1966, by any bank holding company (or by any
company which, but for such transfer, would be a bank
holding company) directly or indirectly to any trans-
feree that is indebted to the transferor, or has one or
more officers, directors, trustees, or beneficiaries in
common with or subject to control by the transferor,
shall be deemed to be indirectly owned or controlled by
the transferor unless the Board, after opportunity for
hearing, determines that the transferor is not in fact
capable of controlling the transferee.’’

Subsec. (j)(2). Pub. L. 104–208, § 2704(d)(17), which di-
rected substitution of ‘‘Deposit Insurance Fund’’ for
‘‘Savings Association Insurance Fund’’, was not exe-
cuted. See Effective Date of 1996 Amendment note
below.

Subsec. (o)(1). Pub. L. 104–208, § 2208(b)(1), added head-
ing and text of par. (1) and struck out heading and text
of former par. (1). Text read as follows: ‘‘The term ‘ade-
quately capitalized’ means a level of capitalization
which meets or exceeds all applicable Federal regu-
latory capital standards.’’

Subsec. (o)(8), (9). Pub. L. 104–208, § 2208(b)(2), added
pars. (8) and (9).

Subsec. (o)(10). Pub. L. 104–208, § 2610(2), added par.
(10).

1994—Subsecs. (n), (o). Pub. L. 103–328 added subsecs.
(n) and (o).

1989—Subsec. (j). Pub. L. 101–73 amended subsec. (j)
generally, substituting provisions defining ‘‘saving as-
sociation’’ or ‘‘insured institution’’ for provisions de-
fining ‘‘insured institution’’.

1987—Subsec. (a)(5)(E). Pub. L. 100–86, § 101(e), amend-
ed subpar. (E) generally. Prior to amendment, subpar.
(E) read as follows: ‘‘No company is a bank holding
company by virtue of its ownership or control of any
State chartered bank or trust company which is wholly
owned by thrift institutions and which restricts itself
to the acceptance of deposits from thrift institutions,
deposits arising out of the corporate business of its
owners, and deposits of public moneys.’’

Subsec. (c). Pub. L. 100–86, § 101(a)(1), amended subsec.
(c) generally. Prior to amendment, subsec. (c) read as
follows: ‘‘ ‘Bank’ means any institution organized under
the laws of the United States, any State of the United
States, the District of Columbia, any territory of the
United States, Puerto Rico, Guam, American Samoa,
or the Virgin Islands, except an institution the ac-
counts of which are insured by the Federal Savings and
Loan Insurance Corporation or an institution chartered
by the Federal Home Loan Bank Board, which (1) ac-
cepts deposits that the depositor has a legal right to
withdraw on demand, and (2) engages in the business of
making commercial loans. Such term does not include
any organization operating under section 25 or section
25 (a) of the Federal Reserve Act, or any organization
which does not do business within the United States ex-
cept as an incident to its activities outside the United
States. ‘District bank’ means any bank organized or
operating under the Code of Law for the District of Co-
lumbia. The term ‘bank’ also includes a State char-
tered bank or a national banking association which is
owned exclusively (except to the extent directors’
qualifying shares are required by law) by other deposi-
tory institutions or by a bank holding company which
is owned exclusively by other depository institutions
and is organized to engage exclusively in providing
services for other depository institutions and their offi-
cers, directors, and employees.’’

Subsec. (h)(2). Pub. L. 100–86, § 205(a), added par. (2)
and struck out former par. (2) which read as follows:
‘‘The prohibitions of section 1843 of this title shall not
apply to shares of any company organized under the
laws of a foreign country (or to shares held by such

company in any company engaged in the same general
line of business as the investor company or in a busi-
ness related to the business of the investor company)
that is principally engaged in business outside the
United States if such shares are held or acquired by a
bank holding company organized under the laws of a
foreign country that is principally engaged in the
banking business outside the United States, except
that (1) such exempt foreign company (A) may engage
in or hold shares of a company engaged in the business
of underwriting, selling or distributing securities in the
United States only to the extent that a bank holding
company may do so under this chapter and under regu-
lations or orders issued by the Board under this chap-
ter, and (B) may engage in the United States in any
banking or financial operations or types of activities
permitted under section 1843(c)(8) of this title or in any
order or regulation issued by the Board under such sec-
tion only with the Board’s prior approval under that
section, and (2) no domestic office or subsidiary of a
bank holding company or subsidiary thereof holding
shares of such company may extend credit to a domes-
tic office or subsidiary of such exempt company on
terms more favorable than those afforded similar bor-
rowers in the United States.’’

Subsec. (h)(3) to (5). Pub. L. 100–86, § 205(a), added
pars. (3) to (5).

Subsec. (i). Pub. L. 100–86, § 101(a)(2), amended subsec.
(i) generally. Prior to amendment, subsec. (i) read as
follows: ‘‘The term ‘thrift institution’ means (1) a do-
mestic building and loan or savings and loan associa-
tion, (2) a cooperative bank without capital stock orga-
nized and operated for mutual purposes and without
profit, (3) a mutual savings bank not having capital
stock represented by shares or (4) a Federal savings
bank.’’

Subsecs. (j) to (m). Pub. L. 100–86, § 101(a)(3), added
subsecs. (j) to (m).

1982—Subsec. (c). Pub. L. 97–320, § 404(d)(1), inserted
references to State chartered banks and national bank-
ing associations as being included in definition of
‘‘bank’’.

Pub. L. 97–320, § 333, excepted from term ‘‘bank’’ an
institution the accounts of which are insured by the
Federal Savings and Loan Insurance Corporation or an
institution chartered by the Federal Home Loan Bank
Board.

Subsec. (i)(4). Pub. L. 97–320, § 118(b), added cl. (4).
1978—Subsec. (h). Pub. L. 95–369 designated existing

provisions as par. (1), substituted ‘‘Except as provided
by paragraph (2), the application’’ for ‘‘The applica-
tion’’; struck out a proviso holding the prohibitions of
section 1843 not applicable to shares of any company
organized under the laws of a foreign country not doing
business within the United States, if such shares are
held or acquired by a bank holding company prin-
cipally engaged in banking business outside the United
States; and added par. (2).

1977—Subsec. (a)(5)(D). Pub. L. 95–188 authorized the
Board to extend the time for disposition of acquired
shares for not more than one year at a time and three
years in the aggregate.

1970—Subsec. (a). Pub. L. 91–607, § 101(a), in revising
the provisions, added par. (1) definition of bank holding
company; incorporated provisions of former cl. (1) in
provisions designated as par. (2)(A), inserting text re-
specting company acting through one or more other
persons, substituting ‘‘power to vote’’ for ‘‘holds with
power to vote’’ and provision for voting of any class of
voting securities of the bank or company for prior pro-
vision for voting of voting shares of each of two or
more banks; incorporated former provisions of former
cl. (2) in provisions designated as par. (2)(B), providing
for election of trustees and substituting bank or com-
pany for directors of each of two or more banks des-
ignated cl. (A) as par. (5)(A), inserting provision that
acquisition of shares shall not be deemed acquisition of
shares in a fiduciary capacity if the banks or company
has sole discretionary authority to exercise voting
rights with respect thereto, and making such limita-
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tion applicable to bank or company acquiring the
shares prior to Dec. 31, 1970, where there is right of di-
vestiture of voting rights and there is a failure to exer-
cise that right within reasonable time not exceeding
one year after Dec. 31, 1970; incorporated former cls. (B)
and (C) in provisions designated as pars. (5)(B) and (C);
added par. (5)(D) to (F); and designated concluding part
of first sentence as par. (6), substituting ‘‘from the date
on which’’ for ‘‘from the date as of which’’.

Subsec. (b). Pub. L. 91–607, § 101(b), redefined term
‘‘company’’ to include ‘‘partnership’’, which has been
expressly excluded, and inserted definition of ‘‘com-
pany covered in 1970’’.

Subsec. (c). Pub. L. 91–607, § 101(c), redefined term
‘‘bank’’ to mean any institution organized under Fed-
eral, State, District of Columbia, etc., laws, designated
existing provisions as cl. (1), added cl. (2), and excepted
from exclusion from such term an organization which
does business within the United States as an incident
to its activities outside the United States.

Subsec. (d)(3). Pub. L. 91–607, § 101(d), added cl. (3).
Subsec. (i). Pub. L. 91–607, § 101(e), added subsec. (i).
1966—Subsec. (a). Pub. L. 89–485, § 1, struck out provi-

sion placing within the classification of bank holding
company any company for the benefit of whose share-
holders or members 25 per centum or more of the vot-
ing shares of each of two or more banks or a bank hold-
ing company is held by trustees, struck out provision
exempting from classification as bank holding compa-
nies any companies that are registered under the In-
vestment Company Act of 1940, and were so registered
prior to May 15, 1955 (or which is affiliated with any
such company in such manner as to constitute an affili-
ated company within the meaning of that Act), unless
that company (or affiliated company), as the case may
be, directly owns 25 per centum or more of the voting
shares of each of two or more banks, struck out provi-
sion exempting from classification as bank holding
companies any companies having 80 per centum or
more of their total assets composed of holdings in the
field of agriculture, substituted voting shares for
shares in the description of the securities the owner-
ship or control of which, in a fiduciary capacity, would
be exempted from causing the formation of a bank
holding company, added ‘‘company’’ to ‘‘bank’’ as the
business entities eligible for the fiduciary ownership
exemption, and inserted reference in the fiduciary own-
ership exemption to pars. (2) and (3) of subsec. (g) of
this section.

Subsec. (b). Pub. L. 89–485, § 2, exempted from defini-
tion of ‘‘company’’ any trust which by its terms must
terminate within twenty-five years or not later than
twenty-one years and ten months after the death of in-
dividuals living on the effective date of the trust, and
struck out the exemption formerly granted to non-
profit religious, charitable, and educational organiza-
tions.

Subsec. (c). Pub. L. 89–485, § 3, substituted ‘‘any insti-
tution that accepts deposits that the depositor has a
legal right to withdraw on demand’’ for ‘‘any national
banking institution or any state bank, savings bank, or
trust company’’ in the definition of ‘‘bank’’ and ex-
tended the exemption for foreign banking corporations
to include ‘‘agreement’’ foreign banking corporations
under section 25 of the Federal Reserve Act.

Subsec. (d). Pub. L. 89–485, § 4, inserted provision re-
lating to indirect ownership or control and the holding
of power to vote to direct ownership or control as the
methods by which the holding of 25 per centum or more
of voting shares in a company will qualify that com-
pany as a subsidiary, and struck out provisions under
which any company 25 per centum or more of whose
voting shares are held by trustees for the benefit of the
shareholders or members of a bank holding company
qualifies as a subsidiary.

Subsec. (g). Pub. L. 89–485, §§ 5, 6, substituted provi-
sions setting out treatment to be accorded shares
owned or controlled by subsidiaries of bank holding
companies, shares held or controlled by trustees for the
benefit of companies, shareholders or members of com-

panies, and employees of companies, and shares trans-
ferred after January 1, 1966, by bank holding companies
to transferees that are indebted to the transferor or
have one or more officers, directors, trustees, or bene-
ficiaries in common with the transferor for provisions
defining ‘‘agriculture’’.

Subsec. (h). Pub. L. 89–485, § 6, added subsec. (h).

EFFECTIVE DATE OF 1999 AMENDMENT

Amendment by sections 103(c)(1), 107(c), and 119 of
Pub. L. 106–102 effective 120 days after Nov. 12, 1999, see
section 161 of Pub. L. 106–102, set out as a note under
section 24 of this title.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by section 2704(d)(17) of Pub. L. 104–208
effective Jan. 1, 1999, if no insured depository institu-
tion is a savings association on that date, see section
2704(c) of Pub. L. 104–208, set out as a note under section
1821 of this title.

EFFECTIVE DATE OF 1994 AMENDMENT

Amendment by Pub. L. 103–328 effective at end of 1-
year period beginning on Sept. 29, 1994, see section
101(e) of Pub. L. 103–328, set out as a note under section
1828 of this title.

SHORT TITLE OF 1988 AMENDMENT

Pub. L. 100–418, title III, § 3401, Aug. 23, 1988, 102 Stat.
1384, provided that: ‘‘This subtitle [subtitle E (§§ 3401,
3402) of title III of Pub. L. 100–418, amending section
1843 of this title] may be cited as the ‘Export Trading
Company Act Amendments of 1988’.’’

SHORT TITLE OF 1982 AMENDMENT

Pub. L. 97–290, title II, § 201, Oct. 8, 1982, 96 Stat. 1235,
provided that: ‘‘This title [enacting section 635a–4 of
this title, amending sections 372 and 1843 of this title,
and enacting provisions set out as notes under section
1843 of this title] may be cited as the ‘Bank Export
Services Act’.’’

SHORT TITLE OF 1970 AMENDMENT

Section 1 of Pub. L. 91–607 provided: ‘‘That this Act
[enacting chapter 22 (§ 1971 et seq.) and section 1850 of
this title and sections 324b and 324c of former Title 31,
Money and Finance, amending sections 1841 to 1843 and
1849 of this title and sections 324, 391 of former Title 31,
repealing sections 316 and 458 of former Title 31, enact-
ing provisions set out as notes under sections 317e and
391 of former Title 31, and amending provisions set out
as a note under section 405a–1 of former Title 31] may
be cited as the ‘Bank Holding Company Act Amend-
ments of 1970’.’’

SHORT TITLE

Section 1 of act May 9, 1956, provided: ‘‘That this Act
[enacting this chapter and sections 1101 to 1103 of Title
26, Internal Revenue Code] may be cited as the ‘Bank
Holding Company Act of 1956’.’’

SEPARABILITY

Section 12 of act May 9, 1956, provided that: ‘‘If any
provision of this Act [enacting this chapter and sec-
tions 1101 to 1103 of Title 26, Internal Revenue Code], or
the application of such provision to any person or cir-
cumstance, shall be held invalid, the remainder of the
Act, and the application of such provision to persons or
circumstances other than those to which it is held in-
valid, shall not be affected thereby.’’

TRANSFER OF FUNCTIONS

Federal Savings and Loan Insurance Corporation
abolished and functions transferred, see sections 401 to
406 of Pub. L. 101–73, set out as a note under section 1437
of this title.

TRANSITIONAL RULE FOR 1987 AMENDMENT

Section 101(h) of Pub. L. 100–86 provided that:
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1 So in original.

‘‘(1) DELAY IN APPLICATION OF AMENDMENT TO CERTAIN
INSTITUTIONS.—If—

‘‘(A) on March 5, 1987, an institution was not a bank
(as defined in section 2(c) of the Bank Holding Com-
pany Act of 1956 [12 U.S.C. 1841(c)]), as in effect on
such date; and

‘‘(B) any person which had a controlling interest in
such institution on March 5, 1987, made a public an-
nouncement before such date that the transfer or
other disposition of such person’s controlling interest
in such institution was being considered,

the institution shall not become a bank (for purposes of
the Bank Holding Company Act of 1956 [12 U.S.C. 1841
et seq.]) due to the amendment made to such section
2(c) by this section before the date on which such insti-
tution fails to meet any requirement of paragraph (2).

‘‘(2) REQUIREMENTS FOR APPLICATION OF SUBSECTION.—
This subsection shall not apply with respect to any in-
stitution described in paragraph (1) unless—

‘‘(A) the transfer or other disposition of the con-
trolling interest referred to in such paragraph is com-
pleted, or an agreement to make such transfer or
other disposition is in effect (or is subject only to
final approval by the appropriate Federal and State
regulatory agencies), before the end of the 180-day pe-
riod beginning on the date of the enactment of this
title [Aug. 10, 1987];

‘‘(B) a written notice by the person acquiring a con-
trolling interest in such institution (pursuant to the
transfer or other disposition described in subpara-
graph (A)) of such person’s intention to operate such
institution as an institution described in section
2(c)(2)(F) of the Bank Holding Company Act of 1956,
as in effect after the enactment of this title is filed
with the Board before the end of the 7-day period be-
ginning on the later of the date of such transfer (or
other disposition) or the date of the enactment of
this title; and

‘‘(C) the operation of such institution as an institu-
tion described in such section 2(c)(2)(F) begins before
the end of the 180-day period beginning on the date
the transfer (or other disposition) described in sub-
paragraph (A) is completed.
‘‘(3) CONTROLLING INTEREST.—For purposes of this

subsection, a person has a controlling interest in any
institution if such person controls—

‘‘(A) such institution; or
‘‘(B) any company which controls such institution,

as determined in accordance with the provisions of sub-
sections (b) and (g) of section 2 of the Bank Holding
Company Act of 1956.’’

MORATORIUM ON CERTAIN NONBANKING ACTIVITIES

Pub. L. 100–86, title II, §§ 201–203, Aug. 10, 1987, 101
Stat. 581–584, provided for the period of Mar. 6, 1987, to
Mar. 1, 1988, a moratorium on certain nonbanking ac-
tivities, including expansion of activities of foreign
banks and authority of Federal banking agencies to au-
thorize or allow certain security, insurance, or real es-
tate activities.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 24a, 72, 248, 375b,
619, 1441a, 1467a, 1813, 1818, 1820a, 1823, 1831o, 1831u, 1834a,
1835a, 1842, 1843, 1971, 2903, 3101, 3102, 3106, 3401, 3413, 4702
of this title; title 7 sections 1a, 2, 2016; title 15 sections
78c, 78q, 80a–10, 1639, 6713, 6716; title 26 sections 304, 864.

§ 1842. Acquisition of bank shares or assets

(a) Prior approval of Board as necessary; excep-
tions; disposition, time extension; subsequent
approval or disposition upon disapproval

It shall be unlawful, except with the prior ap-
proval of the Board, (1) for any action to be
taken that causes any company to become a
bank holding company; (2) for any action to be
taken that causes a bank to become a subsidiary

of a bank holding company; (3) for any bank
holding company to acquire direct or indirect
ownership or control of any voting shares of any
bank if, after such acquisition, such company
will directly or indirectly own or control more
than 5 per centum of the voting shares of such
bank; (4) for any bank holding company or sub-
sidiary thereof, other than a bank, to acquire all
or substantially all of the assets of a bank; or (5)
for any bank holding company to merge or con-
solidate with any other bank holding company.
Notwithstanding the foregoing this prohibition
shall not apply to (A) shares acquired by a bank,
(i) in good faith in a fiduciary capacity, except
where such shares are held under a trust that
constitutes a company as defined in section
1841(b) of this title and except as provided in
paragraphs (2) and (3) of section 1841(g) of this
title, or (ii) in the regular course of securing or
collecting a debt previously contracted in good
faith, but any shares acquired after May 9, 1956,
in securing or collecting any such previously
contracted debt shall be disposed of within a pe-
riod of two years from the date on which they
were acquired; (B) additional shares acquired by
a bank holding company in a bank in which such
bank holding company owned or controlled a
majority of the voting shares prior to such ac-
quisition; or (C) the acquisition, by a company,
of control of a bank in a reorganization in which
a person or group of persons exchanges their
shares of the bank for shares of a newly formed
bank holding company and receives after the re-
organization substantially the same propor-
tional share interest in the holding company as
they held in the bank except for changes in
shareholders’ interests resulting from the exer-
cise of dissenting shareholders’ rights under
State or Federal law if—

(i) immediately following the acquisition—
(I) the bank holding company meets the

capital and other financial standards pre-
scribed by the Board by regulation for such
a bank holding company; and

(II) the bank is adequately capitalized (as
defined in section 1831o of this title);

(ii) the holding company does not engage in
any activities other than those of managing
and controlling banks as a result of the reor-
ganization;

(iii) the company provides 30 days prior no-
tice to the Board and the Board does not ob-
ject to such transaction during such 30-day pe-
riod; and

(iv) the holding company will not acquire
control of any additional bank as a result of
the reorganization..1

The Board is authorized upon application by a
bank to extend, from time to time for not more
than one year at a time, the two-year period re-
ferred to above for disposing of any shares ac-
quired by a bank in the regular course of secur-
ing or collecting a debt previously contracted in
good faith, if, in the Board’s judgment, such an
extension would not be detrimental to the pub-
lic interest, but no such extension shall in the
aggregate exceed three years. For the purpose of
the preceding sentence, bank shares acquired
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2 So in original. Probably should be ‘‘acquired’’.

3 See References in Text note below.
4 So in original. Probably should be ‘‘of’’.

after December 31, 1970, shall not be deemed to
have been acquired in good faith in a fiduciary
capacity if the acquiring bank or company has
sole discretionary authority to exercise voting
rights with respect thereto, but in such in-
stances acquisitions may be made without prior
approval of the Board if the Board, upon applica-
tion filed within ninety days after the shares are
acquired, approves retention or, if retention is
disapproved, the acquiring bank disposes of the
shares or its sole discretionary voting rights
within two years after issuance of the order of
disapproval.
(b) Application for approval; notice to Comptrol-

ler of Currency or State authority; views and
recommendations; disapproval; hearing;
order of Board; nonaction deemed grant of
application; procedure in emergencies or
probable failures requiring immediate Board
action and orders

(1) Notice and hearing requirements
Upon receiving from a company any applica-

tion for approval under this section, the Board
shall give notice to the Comptroller of the
Currency, if the applicant company or any
bank the voting shares or assets of which are
sought to be required 2 is a national banking
association or a District bank, or to the appro-
priate supervisory authority of the interested
State, if the applicant company or any bank
the voting shares or assets of which are sought
to be acquired is a State bank, in order to pro-
vide for the submission of the views and rec-
ommendations of the Comptroller of the Cur-
rency or the State supervisory authority, as
the case may be. The views and recommenda-
tions shall be submitted within thirty cal-
endar days of the date on which notice is
given, or within ten calendar days of such date
if the Board advises the Comptroller of the
Currency or the State supervisory authority
that an emergency exists requiring expedi-
tious action. If the thirty-day notice period
applies and if the Comptroller of the Currency
or the State supervisory authority so notified
by the Board disapproves the application in
writing within this period, the Board shall
forthwith give written notice of that fact to
the applicant. Within three days after giving
such notice to the applicant, the Board shall
notify in writing the applicant and the dis-
approving authority of the date for commence-
ment of a hearing by it on such application.
Any such hearing shall be commenced not less
than ten nor more than thirty days after the
Board has given written notice to the appli-
cant of the action of the disapproving author-
ity. The length of any such hearing shall be
determined by the Board, but it shall afford
all interested parties a reasonable opportunity
to testify at such hearing. At the conclusion
thereof, the Board shall, by order, grant or
deny the application on the basis of the record
made at such hearing. In the event of the fail-
ure of the Board to act on any application for
approval under this section within the ninety-
one-day period which begins on the date of
submission to the Board of the complete

record on that application, the application
shall be deemed to have been granted. Not-
withstanding any other provision of this sub-
section, if the Board finds that it must act im-
mediately on any application for approval
under this section in order to prevent the
probable failure of a bank or bank holding
company involved in a proposed acquisition,
merger, or consolidation transaction, the
Board may dispense with the notice require-
ments of this subsection, and if notice is
given, the Board may request that the views
and recommendations of the Comptroller of
the Currency or the State supervisory author-
ity, as the case may be, be submitted imme-
diately in any form or by any means accept-
able to the Board. If the Board has found pur-
suant to this subsection either that an emer-
gency exists requiring expeditious action or
that it must act immediately to prevent prob-
able failure, the Board may grant or deny any
such application without a hearing notwith-
standing any recommended disapproval by the
appropriate supervisory authority.
(2) Waiver in case of bank in danger of closing

If the Board receives a certification de-
scribed in section 1823(f)(8)(D) 3 of this title
from the appropriate Federal or State charter-
ing authority that a bank is in danger of clos-
ing, the Board may dispense with the notice
and hearing requirements of paragraph (1)
with respect to any application received by
the Board relating to the acquisition of such
bank, the bank holding company which con-
trols such bank, or any other affiliated bank.

(c) Factors for consideration by Board
(1) Competitive factors

The Board shall not approve—
(A) any acquisition or merger or consolida-

tion under this section which would result in
a monopoly, or which would be in further-
ance of any combination or conspiracy to
monopolize or to attempt to monopolize the
business of banking in any part of the
United States, or

(B) any other proposed acquisition or
merger or consolidation under this section
whose effect in any section of the country
may be substantially to lessen competition,
or to tend to create a monopoly, or which in
any other manner would be in restraint or 4

trade, unless it finds that the anticompeti-
tive effects of the proposed transaction are
clearly outweighed in the public interest by
the probable effect of the transaction in
meeting the convenience and needs of the
community to be served.

(2) Banking and community factors
In every case, the Board shall take into con-

sideration the financial and managerial re-
sources and future prospects of the company
or companies and the banks concerned, and
the convenience and needs of the community
to be served.
(3) Supervisory factors

The Board shall disapprove any application
under this section by any company if—
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(A) the company fails to provide the Board
with adequate assurances that the company
will make available to the Board such infor-
mation on the operations or activities of the
company, and any affiliate of the company,
as the Board determines to be appropriate to
determine and enforce compliance with this
chapter; or

(B) in the case of an application involving
a foreign bank, the foreign bank is not sub-
ject to comprehensive supervision or regula-
tion on a consolidated basis by the appro-
priate authorities in the bank’s home coun-
try.

(4) Treatment of certain bank stock loans
Notwithstanding any other provision of law,

the Board shall not follow any practice or pol-
icy in the consideration of any application for
the formation of a one-bank holding company
if following such practice or policy would re-
sult in the rejection of such application solely
because the transaction to form such one-bank
holding company involves a bank stock loan
which is for a period of not more than twenty-
five years. The previous sentence shall not be
construed to prohibit the Board from rejecting
any application solely because the other finan-
cial arrangements are considered unsatisfac-
tory. The Board shall consider transactions in-
volving bank stock loans for the formation of
a one-bank holding company having a matu-
rity of twelve years or more on a case by case
basis and no such transaction shall be ap-
proved if the Board believes the safety or
soundness of the bank may be jeopardized.
(5) Managerial resources

Consideration of the managerial resources of
a company or bank under paragraph (2) shall
include consideration of the competence, expe-
rience, and integrity of the officers, directors,
and principal shareholders of the company or
bank.
(6) Money laundering

In every case, the Board shall take into con-
sideration the effectiveness of the company or
companies in combatting money laundering
activities, including in overseas branches.

(d) Interstate banking
(1) Approvals authorized

(A) Acquisition of banks
The Board may approve an application

under this section by a bank holding com-
pany that is adequately capitalized and ade-
quately managed to acquire control of, or
acquire all or substantially all of the assets
of, a bank located in a State other than the
home State of such bank holding company,
without regard to whether such transaction
is prohibited under the law of any State.
(B) Preservation of State age laws

(i) In general
Notwithstanding subparagraph (A), the

Board may not approve an application pur-
suant to such subparagraph that would
have the effect of permitting an out-of-
State bank holding company to acquire a
bank in a host State that has not been in

existence for the minimum period of time,
if any, specified in the statutory law of the
host State.

(ii) Special rule for State age laws specify-
ing a period of more than 5 years

Notwithstanding clause (i), the Board
may approve, pursuant to subparagraph
(A), the acquisition of a bank that has
been in existence for at least 5 years with-
out regard to any longer minimum period
of time specified in a statutory law of the
host State.

(C) Shell banks
For purposes of this subsection, a bank

that has been chartered solely for the pur-
pose of, and does not open for business prior
to, acquiring control of, or acquiring all or
substantially all of the assets of, an existing
bank shall be deemed to have been in exist-
ence for the same period of time as the bank
to be acquired.

(D) Effect on State contingency laws
No provision of this subsection shall be

construed as affecting the applicability of a
State law that makes an acquisition of a
bank contingent upon a requirement to hold
a portion of such bank’s assets available for
call by a State-sponsored housing entity es-
tablished pursuant to State law, if—

(i) the State law does not have the effect
of discriminating against out-of-State
banks, out-of-State bank holding compa-
nies, or subsidiaries of such banks or bank
holding companies;

(ii) that State law was in effect as of
September 29, 1994;

(iii) the Federal Deposit Insurance Cor-
poration has not determined that compli-
ance with such State law would result in
an unacceptable risk to the appropriate
deposit insurance fund; and

(iv) the appropriate Federal banking
agency for such bank has not found that
compliance with such State law would
place the bank in an unsafe or unsound
condition.

(2) Concentration limits
(A) Nationwide concentration limits

The Board may not approve an application
pursuant to paragraph (1)(A) if the applicant
(including all insured depository institu-
tions which are affiliates of the applicant)
controls, or upon consummation of the ac-
quisition for which such application is filed
would control, more than 10 percent of the
total amount of deposits of insured deposi-
tory institutions in the United States.

(B) Statewide concentration limits other
than with respect to initial entries

The Board may not approve an application
pursuant to paragraph (1)(A) if—

(i) immediately before the consumma-
tion of the acquisition for which such ap-
plication is filed, the applicant (including
any insured depository institution affiliate
of the applicant) controls any insured de-
pository institution or any branch of an
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insured depository institution in the home
State of any bank to be acquired or in any
host State in which any such bank main-
tains a branch; and

(ii) the applicant (including all insured
depository institutions which are affiliates
of the applicant), upon consummation of
the acquisition, would control 30 percent
or more of the total amount of deposits of
insured depository institutions in any such
State.

(C) Effectiveness of State deposit caps
No provision of this subsection shall be

construed as affecting the authority of any
State to limit, by statute, regulation, or
order, the percentage of the total amount of
deposits of insured depository institutions in
the State which may be held or controlled
by any bank or bank holding company (in-
cluding all insured depository institutions
which are affiliates of the bank or bank
holding company) to the extent the applica-
tion of such limitation does not discriminate
against out-of-State banks, out-of-State
bank holding companies, or subsidiaries of
such banks or holding companies.
(D) Exceptions to subparagraph (B)

The Board may approve an application
pursuant to paragraph (1)(A) without regard
to the applicability of subparagraph (B) with
respect to any State if—

(i) there is a limitation described in sub-
paragraph (C) in a State statute, regula-
tion, or order which has the effect of per-
mitting a bank or bank holding company
(including all insured depository institu-
tions which are affiliates of the bank or
bank holding company) to control a great-
er percentage of total deposits of all in-
sured depository institutions in the State
than the percentage permitted under sub-
paragraph (B); or

(ii) the acquisition is approved by the ap-
propriate State bank supervisor of such
State and the standard on which such ap-
proval is based does not have the effect of
discriminating against out-of-State banks,
out-of-State bank holding companies, or
subsidiaries of such banks or holding com-
panies.

(E) ��Deposit�� defined
For purposes of this paragraph, the term

‘‘deposit’’ has the same meaning as in sec-
tion 1813(l) of this title.

(3) Community reinvestment compliance
In determining whether to approve an appli-

cation under paragraph (1)(A), the Board
shall—

(A) comply with the responsibilities of the
Board regarding such application under sec-
tion 2903 of this title; and

(B) take into account the applicant’s
record of compliance with applicable State
community reinvestment laws.

(4) Applicability of antitrust laws
No provision of this subsection shall be con-

strued as affecting—
(A) the applicability of the antitrust laws;

or

(B) the applicability, if any, of any State
law which is similar to the antitrust laws.

(5) Exception for banks in default or in danger
of default

The Board may approve an application pur-
suant to paragraph (1)(A) which involves—

(A) an acquisition of 1 or more banks in
default or in danger of default; or

(B) an acquisition with respect to which
assistance is provided under section 1823(c)
of this title;

without regard to subparagraph (B) or (D) of
paragraph (1) or paragraph (2) or (3).

(e) Insured depository institution
Every bank that is a holding company and

every bank that is a subsidiary of such a com-
pany shall become and remain an insured depos-
itory institution as defined in section 1813 of
this title.
(f) [Repealed]

(g) Mutual bank holding company
(1) Establishment

Notwithstanding any provision of Federal
law other than this chapter, a savings bank or
cooperative bank operating in mutual form
may reorganize so as to form a holding com-
pany.
(2) Regulations

A bank holding company organized as a mu-
tual holding company shall be regulated on
terms, and shall be subject to limitations,
comparable to those applicable to any other
bank holding company.

(May 9, 1956, ch. 240, § 3, 70 Stat. 134; Pub. L.
89–485, § 7, July 1, 1966, 80 Stat. 237; Pub. L.
91–607, title I, § 102, Dec. 31, 1970, 84 Stat. 1763;
Pub. L. 95–188, title III, §§ 301(a), 302, Nov. 16,
1977, 91 Stat. 1388, 1389; Pub. L. 96–221, title VII,
§§ 712(b), (c), 713, Mar. 31, 1980, 94 Stat. 189, 190;
Pub. L. 97–320, title I, §§ 118(c), 141(a)(4), title IV,
§ 404(d)(2), Oct. 15, 1982, 96 Stat. 1479, 1489, 1512;
Pub. L. 100–86, title I, §§ 101(d), 107(b), title V,
§§ 502(h)(1), 509(a), Aug. 10, 1987, 101 Stat. 561, 579,
628, 635; Pub. L. 101–73, title VI, § 602(b), Aug. 9,
1989, 103 Stat. 409; Pub. L. 102–242, title II,
§§ 202(d), 210, Dec. 19, 1991, 105 Stat. 2290, 2298;
Pub. L. 103–325, title III, §§ 319(a), 322(c)(1), Sept.
23, 1994, 108 Stat. 2224, 2227; Pub. L. 103–328, title
I, § 101(a), Sept. 29, 1994, 108 Stat. 2339; Pub. L.
106–102, title I, §§ 105, 118, Nov. 12, 1999, 113 Stat.
1359, 1373; Pub. L. 107–56, title III, § 327(a)(1), Oct.
26, 2001, 115 Stat. 318.)

REFERENCES IN TEXT

Section 1823(f)(8)(D) of this title, referred to in sub-
sec. (b)(2), which defined ‘‘bank in danger of closing’’,
was repealed by Pub. L. 101–73, title II, § 217(5)(H), Aug.
9, 1989, 103 Stat. 257.

AMENDMENTS

2001—Subsec. (c)(6). Pub. L. 107–56 added par. (6).
1999—Subsec. (f). Pub. L. 106–102, § 118, amended sub-

sec. (f) generally, substituting ‘‘(f) [Repealed].’’ for pro-
visions relating to authorized activities of qualified
savings banks which are subsidiaries of bank holding
companies.

Subsec. (g)(2). Pub. L. 106–102, § 105, amended heading
and text of par. (2) generally. Prior to amendment, text
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read as follows: ‘‘A corporation organized as a holding
company under this subsection shall be regulated on
the same terms and be subject to the same limitations
as any other holding company which controls a savings
bank.’’

1994—Subsec. (a). Pub. L. 103–325, § 319(a), substituted
‘‘(B)’’ for ‘‘or (B)’’ and added subpar. (C).

Subsec. (d). Pub. L. 103–328 amended subsec. (d) gener-
ally. Prior to amendment, subsec. (d) read as follows:
‘‘Notwithstanding any other provision of this section,
no application (except an application filed as a result of
a transaction authorized under section 1823(f) of this
title) shall be approved under this section which will
permit any bank holding company or any subsidiary
thereof to acquire, directly or indirectly, any voting
shares of, interest in, or all or substantially all of the
assets of any additional bank located outside the State
in which the operations of such bank holding compa-
ny’s banking subsidiaries were principally conducted
on July 1, 1966, or the date on which such company be-
came a bank holding company, whichever is later, un-
less the acquisition of such shares or assets of a State
bank by an out-of-State bank holding company is spe-
cifically authorized by the statute laws of the State in
which such bank is located, by language to that effect
and not merely by implication. For the purposes of this
section, the State in which the operations of a bank
holding company’s subsidiaries are principally con-
ducted is that State in which total deposits of all such
banking subsidiaries are largest.’’

Subsec. (e). Pub. L. 103–325, § 322(c)(1), struck out after
first sentence ‘‘This subsection does not apply to a
bank described in the last sentence of section 1841(c) of
this title.’’

1991—Subsec. (c). Pub. L. 102–242, § 202(d), inserted
heading, inserted par. (1) designation and heading, re-
designated former pars. (1) and (2) as subpars. (A) and
(B), respectively, inserted par. (2) designation and head-
ing, added par. (3), and inserted par. (4) designation and
heading.

Subsec. (c)(5). Pub. L. 102–242, § 210, added par. (5).
1989—Subsec. (e). Pub. L. 101–73, which directed the

substitution of ‘‘an insured depository institution as
defined in section 1813 of this title’’ for ‘‘an insured
bank as defined in section 1813(h) of this title’’, was ex-
ecuted by making the substitution for ‘‘an insured
bank as such term is defined in section 1813(h) of this
title’’, as the probable intent of Congress.

1987—Pub. L. 100–86, § 509(a), repealed Pub. L. 97–320,
§ 141. See 1982 Amendment note below.

Subsec. (b). Pub. L. 100–86, § 502(h)(1), designated ex-
isting provisions as par. (1) and added par. (2).

Subsec. (f). Pub. L. 100–86, § 101(d), added subsec. (f).
Subsec. (g). Pub. L. 100–86, § 107(b), added subsec. (g).
1982—Subsec. (d). Pub. L. 97–320, § 118(c), inserted

‘‘(except an application filed as a result of a trans-
action authorized under section 1823(f) of this title)’’
after ‘‘no application’’.

Pub. L. 97–320, § 141(a)(4), which directed that, effec-
tive Oct. 13, 1986, the provisions of law amended by sec-
tion 118 of Pub. L. 97–320 shall be amended to read as
they would without such amendment, was repealed by
Pub. L. 100–86, § 509(a). See Effective and Termination
Dates of 1982 Amendment note and Extension of Emer-
gency Acquisition and Net Worth Guarantee Provisions
of Pub. L. 97–320 note set out under section 1464 of this
title.

Subsec. (e). Pub. L. 97–320, § 404(d)(2), inserted ‘‘This
subsection does not apply to a bank described in the
last sentence of section 1841(c) of this title.’’

1980—Subsec. (c). Pub. L. 96–221, § 713, inserted provi-
sions relating to applications for the formation of one-
bank holding companies.

Subsec. (d). Pub. L. 96–221, § 712(b), (c), temporarily
designated existing provisions as par. (1) and added par.
(2). See Termination Date of 1980 Amendment note set
out below.

1977—Subsec. (a). Pub. L. 95–188, § 301(a), authorized
the Board to extend the time for disposition of acquired
shares for not more than one year at a time and three
years in the aggregate.

Subsec. (b). Pub. L. 95–188, § 302, inserted provision for
alternative submission of views and recommendations
within ten calendar days of the date on which notice is
given if the Board advises the appropriate supervisory
authority that an emergency exists requiring expedi-
tious action, substituted ‘‘shall, by order,’’ for ‘‘shall
by order’’ and inserted provisions respecting procedure
in emergencies or probable failures requiring imme-
diate Board action and orders.

1970—Subsec. (a). Pub. L. 91–607, § 102(1), inserted pro-
vision deeming acquisition of bank shares after Dec. 31,
1970, as not being in good faith in a fiduciary capacity
if acquiring bank or company has sole discretionary au-
thority to exercise voting rights with respect thereto,
and provision for subsequent approval of retention of
acquired shares upon application filed within 90 days of
acquisition and disposition of shares or sole discre-
tionary voting rights within two years after order in an
event of disapproval.

Subsec. (b). Pub. L. 91–607, § 102(2), inserted provision
deeming an application for approval as granted where
Board has not acted on application within 91 day period
beginning on date of submission to Board of complete
record on application.

Subsec. (e). Pub. L. 91–607, § 102(3), added subsec. (e).
1966—Subsec. (a). Pub. L. 89–485, § 7(a), (b), expanded

the list of acts requiring prior approval of the Board by
including therein any action that causes a bank to be-
come a subsidiary of a bank holding company and sub-
stituted provisions excepting shares that are held
under a trust that constitutes a company as defined in
section 1841(b) of this title and excepting shares as pro-
vided in pars. (2) and (3) of section 1841(g) of this title
from the effect of the clause lifting the requirements of
prior Board approved in the case of shares acquired by
a bank in good faith in a fiduciary capacity for provi-
sions excepting shares held for the benefit of the share-
holders of a bank from the effect of the clause.

Subsec. (c). Pub. L. 89–485, § 7(c), inserted provision
prohibiting any acquisition, merger, or consolidation
that would result in a monopoly or would further any
combination or conspiracy to monopolize the banking
business in any part of the United States or would sub-
stantially lessen competition or in any manner be in
restraint of trade unless the public interest clearly out-
weighed the anticompetitive effects and substituted
provisions requiring the Board to take into consider-
ation the financial and managerial resources and future
prospects of the company or bank concerned and the
convenience and needs of the community to be served
for provisions requiring the Board to take into consid-
eration the financial history of the company or bank
concerned, its prospects, the character of its manage-
ment, the needs of the community, and the public in-
terest.

Subsec. (d). Pub. L. 89–485, § 7(d), substituted provi-
sions restricting expansion to state in which the oper-
ations of the bank holding company’s banking subsidi-
aries were principally conducted, defined, as that state
in which total deposits of all such banking subsidiaries
were largest, on July 1, 1966, or the date on which the
company became a bank holding company, whichever is
later, for provisions restricting expansion to state in
which the holding company maintains its principal of-
fice and place of business or in which it conducts its
principal operations.

EFFECTIVE AND TERMINATION DATES OF 2001
AMENDMENT

Amendments by title III of Pub. L. 107–56 to termi-
nate effective on and after the first day of fiscal year
2005 if Congress enacts a joint resolution that such
amendments no longer have the force of law, see sec-
tion 303 of Pub. L. 107–56, set out as a Four-Year Con-
gressional Review; Expedited Consideration note under
section 5311 of Title 31, Money and Finance.

Pub. L. 107–56, title III, § 327(a)(2), Oct. 26, 2001, 115
Stat. 319, provided that: ‘‘The amendment made by
paragraph (1) [amending this section] shall apply with
respect to any application submitted to the Board of
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Governors of the Federal Reserve System under section
3 of the Bank Holding Company Act of 1956 [12 U.S.C.
1842] after December 31, 2001, which has not been ap-
proved by the Board before the date of enactment of
this Act [Oct. 26, 2001].’’

EFFECTIVE DATE OF 1999 AMENDMENT

Amendment by Pub. L. 106–102 effective 120 days after
Nov. 12, 1999, see section 161 of Pub. L. 106–102, set out
as a note under section 24 of this title.

EFFECTIVE DATE OF 1994 AMENDMENT

Amendment by Pub. L. 103–328 effective at end of 1-
year period beginning on Sept. 29, 1994, see section
101(e) of Pub. L. 103–328, set out as a note under section
1828 of this title.

TERMINATION DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96–221 repealed on Oct. 1, 1981,
see section 712(c) of Pub. L. 96–221, set out as a note
under section 27 of this title.

EXTENSION OF EMERGENCY ACQUISITION AND NET
WORTH GUARANTEE PROVISIONS OF PUB. L. 97–320

No amendment made by section 141(a) of Pub. L.
97–320, set out as a note under section 1464 of this title,
as in effect before Aug. 10, 1987, to any other provision
of law to be deemed to have taken effect before such
date and any such provision of law to be in effect as if
no such amendment had been made before such date,
see section 509(c) of Pub. L. 100–86, set out as a note
under section 1464 of this title.

No amendment made by section 141(a) of Pub. L.
97–320, set out as a note under section 1464 of this title,
as in effect on the day before Oct. 8, 1986, to any other
provision of law to be deemed to have taken effect be-
fore such date and any such provision of law to be in ef-
fect as if no such amendment had taken effect before
such date, see section 1(c) of Pub. L. 99–452, set out as
a note under section 1464 of this title.

Section 141(a) of Pub. L. 97–320, set out as a note
under section 1464 of this title, as in effect on the day
after Aug. 27, 1986, applicable as if included in Pub. L.
97–320 on Oct. 15, 1982, with no amendment made by
such section to any other provision of law to be deemed
to have taken effect before Aug. 27, 1986, and any such
provision of law to be in effect as if no such amendment
had taken effect before Aug. 27, 1986, see section 1(c) of
Pub. L. 99–400, set out as a note under section 1464 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 619, 1815, 1817,
1823, 1828b, 1843, 1844, 1849, 1850, 2902, 3105 of this title;
title 15 sections 18a, 77c.

§ 1843. Interests in nonbanking organizations

(a) Ownership or control of voting shares of any
company not a bank; engagement in activi-
ties other than banking

Except as otherwise provided in this chapter,
no bank holding company shall—

(1) after May 9, 1956, acquire direct or indi-
rect ownership or control of any voting shares
of any company which is not a bank, or

(2) after two years from the date as of which
it becomes a bank holding company, or in the
case of a company which has been continu-
ously affiliated since May 15, 1955, with a com-
pany which was registered under the Invest-
ment Company Act of 1940 [15 U.S.C. 80a–1 et
seq.], prior to May 15, 1955, in such a manner
as to constitute an affiliated company within
the meaning of that Act, after December 31,
1978, or, in the case of any company which be-

comes, as a result of the enactment of the
Bank Holding Company Act Amendments of
1970, a bank holding company on December 31,
1970, after December 31, 1980, retain direct or
indirect ownership or control of any voting
shares of any company which is not a bank or
bank holding company or engage in any ac-
tivities other than (A) those of banking or of
managing or controlling banks and other sub-
sidiaries authorized under this chapter or of
furnishing services to or performing services
for its subsidiaries, and (B) those permitted
under paragraph (8) of subsection (c) of this
section subject to all the conditions specified
in such paragraph or in any order or regula-
tion issued by the Board under such para-
graph: Provided, That a company covered in
1970 may also engage in those activities in
which directly or through a subsidiary (i) it
was lawfully engaged on June 30, 1968 (or on a
date subsequent to June 30, 1968 in the case of
activities carried on as the result of the acqui-
sition by such company or subsidiary, pursu-
ant to a binding written contract entered into
on or before June 30, 1968, of another company
engaged in such activities at the time of the
acquisition), and (ii) it has been continuously
engaged since June 30, 1968 (or such subse-
quent date). The Board by order, after oppor-
tunity for hearing, may terminate the author-
ity conferred by the preceding proviso on any
company to engage directly or through a sub-
sidiary in any activity otherwise permitted by
that proviso if it determines, having due re-
gard to the purposes of this chapter, that such
action is necessary to prevent undue con-
centration of resources, decreased or unfair
competition, conflicts of interest, or unsound
banking practices; and in the case of any such
company controlling a bank having bank as-
sets in excess of $60,000,000 on or after Decem-
ber 31, 1970, the Board shall determine, within
two years after such date (or, if later, within
two years after the date on which the bank as-
sets first exceed $60,000,000), whether the au-
thority conferred by the preceding proviso
with respect to such company should be termi-
nated as provided in this sentence. Nothing in
this paragraph shall be construed to authorize
any bank holding company referred to in the
preceding proviso, or any subsidiary thereof,
to engage in activities authorized by that pro-
viso through the acquisition, pursuant to a
contract entered into after June 30, 1968, of
any interest in or the assets of a going concern
engaged in such activities. Any company
which is authorized to engage in any activity
pursuant to the preceding proviso or sub-
section (d) of this section but, as a result of
action of the Board, is required to terminate
such activity may (notwithstanding any
otherwise applicable time limit prescribed in
this paragraph) retain the ownership or con-
trol of shares in any company carrying on
such activity for a period of ten years from
the date on which its authority was so termi-
nated by the Board. Notwithstanding any
other provision of this paragraph, if any com-
pany that became a bank holding company as
a result of the enactment of the Competitive
Equality Amendments of 1987 acquired, be-
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tween March 5, 1987, and August 10, 1987, an in-
stitution that became a bank as a result of the
enactment of such Amendments, that com-
pany shall, upon enactment of such Amend-
ments, immediately come into compliance
with the requirements of this chapter.

The Board is authorized, upon application by a
bank holding company, to extend the two year
period referred to in paragraph (2) above from
time to time as to such bank holding company
for not more than one year at a time, if, in its
judgment, such an extension would not be det-
rimental to the public interest, but no such ex-
tensions shall in the aggregate exceed three
years. Notwithstanding any other provision of
this chapter, the period ending December 31,
1980, referred to in paragraph (2) above, may be
extended by the Board of Governors to Decem-
ber 31, 1984, but only for the divestiture by a
bank holding company of real estate or interests
in real estate lawfully acquired for investment
or development. In making its decision whether
to grant such extension, the Board shall con-
sider whether the company has made a good
faith effort to divest such interests and whether
such extension is necessary to avert substantial
loss to the company.
(b) Statement purporting to represent shares of

any company except a bank or bank holding
company

After two years from May 9, 1956, no certifi-
cate evidencing shares of any bank holding com-
pany shall bear any statement purporting to
represent shares of any other company except a
bank or a bank holding company, nor shall the
ownership, sale, or transfer of shares of any
bank holding company be conditioned in any
manner whatsoever upon the ownership, sale, or
transfer of shares of any other company except
a bank or a bank holding company.
(c) Exemptions

The prohibitions in this section shall not
apply to (i) any company that was on January 4,
1977, both a bank holding company and a labor,
agricultural, or horticultural organization ex-
empt from taxation under section 501 of title 26,
or to any labor, agricultural, or horticultural
organization to which all or substantially all of
the assets of such company are hereafter trans-
ferred, or (ii) a company covered in 1970 more
than 85 per centum of the voting stock of which
was collectively owned on June 30, 1968, and con-
tinuously thereafter, directly or indirectly, by
or for members of the same family, or their
spouses, who are lineal descendants of common
ancestors; and such prohibitions shall not, with
respect to any other bank holding company,
apply to—

(1) shares of any company engaged or to be
engaged solely in one or more of the following
activities: (A) holding or operating properties
used wholly or substantially by any banking
subsidiary of such bank holding company in
the operations of such banking subsidiary or
acquired for such future use; or (B) conducting
a safe deposit business; or (C) furnishing serv-
ices to or performing services for such bank
holding company or its banking subsidiaries;
or (D) liquidating assets acquired from such

bank holding company or its banking subsidi-
aries or acquired from any other source prior
to May 9, 1956, or the date on which such com-
pany became a bank holding company, which-
ever is later;

(2) shares acquired by a bank holding com-
pany or any of its subsidiaries in satisfaction
of a debt previously contracted in good faith,
but such shares shall be disposed of within a
period of two years from the date on which
they were acquired, except that the Board is
authorized upon application by such bank
holding company to extend such period of two
years from time to time as to such holding
company if, in its judgment, such an extension
would not be detrimental to the public inter-
est, and, in the case of a bank holding com-
pany which has not disposed of such shares
within 5 years after the date on which such
shares were acquired, the Board may, upon the
application of such company, grant additional
exemptions if, in the judgment of the Board,
such extension would not be detrimental to
the public interest and, either the bank hold-
ing company has made a good faith attempt to
dispose of such shares during such 5-year pe-
riod, or the disposal of such shares during such
5-year period would have been detrimental to
the company, except that the aggregate dura-
tion of such extensions shall not extend be-
yond 10 years after the date on which such
shares were acquired;

(3) shares acquired by such bank holding
company from any of its subsidiaries which
subsidiary has been requested to dispose of
such shares by any Federal or State authority
having statutory power to examine such sub-
sidiary, but such bank holding company shall
dispose of such shares within a period of two
years from the date on which they were ac-
quired;

(4) shares held or acquired by a bank in good
faith in a fiduciary capacity, except where
such shares are held under a trust that con-
stitutes a company as defined in section
1841(b) of this title and except as provided in
paragraphs (2) and (3) of section 1841(g) of this
title;

(5) shares which are of the kinds and
amounts eligible for investment by national
banking associations under the provisions of
section 24 of this title;

(6) shares of any company which do not in-
clude more than 5 per centum of the outstand-
ing voting shares of such company;

(7) shares of an investment company which
is not a bank holding company and which is
not engaged in any business other than invest-
ing in securities, which securities do not in-
clude more than 5 per centum of the outstand-
ing voting shares of any company;

(8) shares of any company the activities of
which had been determined by the Board by
regulation or order under this paragraph as of
the day before November 12, 1999, to be so
closely related to banking as to be a proper in-
cident thereto (subject to such terms and con-
ditions contained in such regulation or order,
unless modified by the Board);

(9) shares held or activities conducted by
any company organized under the laws of a
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foreign country the greater part of whose busi-
ness is conducted outside the United States, if
the Board by regulation or order determines
that, under the circumstances and subject to
the conditions set forth in the regulation or
order, the exemption would not be substan-
tially at variance with the purposes of this
chapter and would be in the public interest;

(10) shares lawfully acquired and owned prior
to May 9, 1956, by a bank which is a bank hold-
ing company, or by any of its wholly owned
subsidiaries;

(11) shares owned directly or indirectly by a
company covered in 1970 in a company which
does not engage in any activities other than
those in which the bank holding company, or
its subsidiaries, may engage by virtue of this
section, but nothing in this paragraph author-
izes any bank holding company, or subsidiary
thereof, to acquire any interest in or the as-
sets of any going concern (except pursuant to
a binding written contract entered into before
June 30, 1968, or pursuant to another provision
of this chapter) other than one which was a
subsidiary on June 30, 1968;

(12) shares retained or acquired, or activities
engaged in, by any company which becomes,
as a result of the enactment of the Bank Hold-
ing Company Act Amendments of 1970, a bank
holding company on December 31, 1970, or by
any subsidiary thereof, if such company—

(A) within the applicable time limits pre-
scribed in subsection (a)(2) of this section (i)
ceases to be a bank holding company, or (ii)
ceases to retain direct or indirect ownership
or control of those shares and to engage in
those activities not authorized under this
section; and

(B) complies with such other conditions as
the Board may by regulation or order pre-
scribe;

(13) shares of, or activities conducted by, any
company which does no business in the United
States except as an incident to its inter-
national or foreign business, if the Board by
regulation or order determines that, under the
circumstances and subject to the conditions
set forth in the regulation or order, the ex-
emption would not be substantially at vari-
ance with the purposes of this chapter and
would be in the public interest; or

(14) shares of any company which is an ex-
port trading company whose acquisition (in-
cluding each acquisition of shares) or forma-
tion by a bank holding company has not been
disapproved by the Board pursuant to this
paragraph, except that such investments,
whether direct or indirect, in such shares shall
not exceed 5 per centum of the bank holding
company’s consolidated capital and surplus.

(A)(i) No bank holding company shall in-
vest in an export trading company under
this paragraph unless the Board has been
given sixty days’ prior written notice of such
proposed investment and within such period
has not issued a notice disapproving the pro-
posed investment or extending for up to an-
other thirty days the period during which
such disapproval may be issued.

(ii) The period for disapproval may be ex-
tended for such additional thirty-day period

only if the Board determines that a bank
holding company proposing to invest in an
export trading company has not furnished
all the information required to be submitted
or that in the Board’s judgment any mate-
rial information submitted is substantially
inaccurate.

(iii) The notice required to be filed by a
bank holding company shall contain such
relevant information as the Board shall re-
quire by regulation or by specific request in
connection with any particular notice.

(iv) The Board may disapprove any pro-
posed investment only if—

(I) such disapproval is necessary to pre-
vent unsafe or unsound banking practices,
undue concentration of resources, de-
creased or unfair competition, or conflicts
of interest;

(II) the Board finds that such investment
would affect the financial or managerial
resources of a bank holding company to an
extent which is likely to have a materially
adverse effect on the safety and soundness
of any subsidiary bank of such bank hold-
ing company, or

(III) the bank holding company fails to
furnish the information required under
clause (iii).

(v) LEVERAGE.—The Board may not dis-
approve any proposed investment solely on
the basis of the anticipated or proposed
asset-to-equity ratio of the export trading
company with respect to which such invest-
ment is proposed, unless the anticipated or
proposed annual average asset-to-equity
ratio is greater than 20-to-1.

(vi) Within three days after a decision to
disapprove an investment, the Board shall
notify the bank holding company in writing
of the disapproval and shall provide a writ-
ten statement of the basis for the dis-
approval.

(vii) A proposed investment may be made
prior to the expiration of the disapproval pe-
riod if the Board issues written notice of its
intent not to disapprove the investment.

(B)(i) The total amount of extensions of
credit by a bank holding company which in-
vests in an export trading company, when
combined with all such extensions of credit
by all the subsidiaries of such bank holding
company, to an export trading company
shall not exceed at any one time 10 per cen-
tum of the bank holding company’s consoli-
dated capital and surplus. For purposes of
the preceding sentence, an extension of cred-
it shall not be deemed to include any
amount invested by a bank holding company
in the shares of an export trading company.

(ii) No provision of any other Federal law
in effect on October 1, 1982, relating specifi-
cally to collateral requirements shall apply
with respect to any such extension of credit.

(iii) No bank holding company or subsidi-
ary of such company which invests in an ex-
port trading company may extend credit to
such export trading company or to cus-
tomers of such export trading company on
terms more favorable than those afforded
similar borrowers in similar circumstances,
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and such extension of credit shall not in-
volve more than the normal risk of repay-
ment or present other unfavorable features.

(C) For purposes of this paragraph, an ex-
port trading company—

(i) may engage in or hold shares of a
company engaged in the business of under-
writing, selling, or distributing securities
in the United States only to the extent
that any bank holding company which in-
vests in such export trading company may
do so under applicable Federal and State
banking laws and regulations; and

(ii) may not engage in agricultural pro-
duction activities or in manufacturing, ex-
cept for such incidental product modifica-
tion including repackaging, reassembling
or extracting byproducts, as is necessary
to enable United States goods or services
to conform with requirements of a foreign
country and to facilitate their sale in for-
eign countries.

(D) A bank holding company which invests
in an export trading company may be re-
quired, by the Board, to terminate its in-
vestment or may be made subject to such
limitations or conditions as may be imposed
by the Board, if the Board determines that
the export trading company has taken posi-
tions in commodities or commodity con-
tracts, in securities, or in foreign exchange,
other than as may be necessary in the course
of the export trading company’s business op-
erations.

(E) Notwithstanding any other provision of
law, an Edge Act corporation, organized
under section 25(a) 1 of the Federal Reserve
Act (12 U.S.C. 611–631), which is a subsidiary
of a bank holding company, or an agreement
corporation, operating subject to section 25
of the Federal Reserve Act [12 U.S.C. 601 et
seq.], which is a subsidiary of a bank holding
company, may invest directly and indirectly
in the aggregate up to 5 per centum of its
consolidated capital and surplus (25 per cen-
tum in the case of a corporation not engaged
in banking) in the voting stock of other evi-
dences of ownership in one or more export
trading companies.

(F) For purposes of this paragraph—
(i) the term ‘‘export trading company’’

means a company which does business
under the laws of the United States or any
State, which is exclusively engaged in ac-
tivities related to international trade, and
which is organized and operated prin-
cipally for purposes of exporting goods or
services produced in the United States or
for purposes of facilitating the exportation
of goods or services produced in the United
States by unaffiliated persons by providing
one or more export trade services.2

(ii) the term ‘‘export trade services’’ in-
cludes, but is not limited to, consulting,
international market research, advertis-
ing, marketing, insurance (other than act-
ing as principal, agent or broker in the
sale of insurance on risks resident or lo-

cated, or activities performed, in the
United States, except for insurance cover-
ing the transportation of cargo from any
point of origin in the United States to a
point of final destination outside the
United States), product research and de-
sign, legal assistance, transportation, in-
cluding trade documentation and freight
forwarding, communication and processing
of foreign orders to and for exporters and
foreign purchasers, warehousing, foreign
exchange, financing, and taking title to
goods, when provided in order to facilitate
the export of goods or services produced in
the United States;

(iii) the term ‘‘bank holding company’’
shall include a bank which (I) is organized
solely to do business with other banks and
their officers, directors, or employees; (II)
is owned primarily by the banks with
which it does business; and (III) does not
do business with the general public. No
such other bank, owning stock in a bank
described in this clause that invests in an
export trading company, shall extend cred-
it to an export trading company in an
amount exceeding at any one time 10 per
centum of such other bank’s capital and
surplus; and

(iv) the term ‘‘extension of credit’’ shall
have the same meaning given such term in
the fourth paragraph of section 371c 3 of
this title.

(G) DETERMINATION OF STATUS AS EXPORT
TRADING COMPANY.—

(i) TIME PERIOD REQUIREMENTS.—For pur-
poses of determining whether an export
trading company is operated principally
for the purposes described in subparagraph
(F)(i)—

(I) the operations of such company dur-
ing the 2-year period beginning on the
date such company commences oper-
ations shall not be taken into account in
making any such determination; and

(II) not less than 4 consecutive years of
operations of such company (not includ-
ing any portion of the period referred to
in subclause (I)) shall be taken into ac-
count in making any such determina-
tion.

(ii) EXPORT REVENUE REQUIREMENTS.—A
company shall not be treated as operated
principally for the purposes described in
subparagraph (F)(i) unless—

(I) the revenues of such company from
the export, or facilitating the export, of
goods or services produced in the United
States exceed the revenues of such com-
pany from the import, or facilitating the
import, into the United States of goods
or services produced outside the United
States; and

(II) at least 1⁄3 of such company’s total
revenues are revenues from the export,
or facilitating the export, of goods or
services produced in the United States
by persons not affiliated with such com-
pany.
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(H) INVENTORY.—
(i) NO GENERAL LIMITATION.—The Board

may not prescribe by regulation any maxi-
mum dollar amount limitation on the
value of goods which an export trading
company may maintain in inventory at
any time.

(ii) SPECIFIC LIMITATION BY ORDER.—Not-
withstanding clause (i), the Board may
issue an order establishing a maximum
dollar amount limitation on the value of
goods which a particular export trading
company may maintain in inventory at
any time (after such company has been op-
erating for a reasonable period of time) if
the Board finds that, under the facts and
circumstances, such limitation is nec-
essary to prevent risks that would affect
the financial or managerial resources of an
investor bank holding company to an ex-
tent which would be likely to have a mate-
rially adverse effect on the safety and
soundness of any subsidiary bank of such
bank holding company.

The Board shall include in its annual report to
the Congress a description and a statement of
the reasons for approval of each activity ap-
proved by it by order or regulation under such
paragraph during the period covered by the re-
port.
(d) Exemption of company controlling one bank

prior to July 1, 1968
To the extent that such action would not be

substantially at variance with the purposes of
this chapter and subject to such conditions as it
considers necessary to protect the public inter-
est, the Board by order, after opportunity for
hearing, may grant exemptions from the provi-
sions of this section to any bank holding com-
pany which controlled one bank prior to July 1,
1968, and has not thereafter acquired the control
of any other bank in order (1) to avoid disrupt-
ing business relationships that have existed over
a long period of years without adversely affect-
ing the banks or communities involved, or (2) to
avoid forced sales of small locally owned banks
to purchasers not similarly representative of
community interests, or (3) to allow retention of
banks that are so small in relation to the hold-
ing company’s total interests and so small in re-
lation to the banking market to be served as to
minimize the likelihood that the bank’s powers
to grant or deny credit may be influenced by a
desire to further the holding company’s other
interests.
(e) Divestiture of nonexempt shares

With respect to shares which were not subject
to the prohibitions of this section as originally
enacted by reason of any exemption with respect
thereto but which were made subject to such
prohibitions by the subsequent repeal of such
exemption, no bank holding company shall re-
tain direct or indirect ownership or control of
such shares after five years from the date of the
repeal of such exemption, except as provided in
paragraph (2) of subsection (a) of this section.
Any bank holding company subject to such five-
year limitation on the retention of nonbanking
assets shall endeavor to divest itself of such

shares promptly and such bank holding com-
pany shall report its progress in such divestiture
to the Board two years after repeal of the ex-
emption applicable to it and annually there-
after.
(f) Certain companies not treated as bank hold-

ing companies
(1) In general

Except as provided in paragraph (9), any
company which—

(A) on March 5, 1987, controlled an institu-
tion which became a bank as a result of the
enactment of the Competitive Equality
Amendments of 1987; and

(B) was not a bank holding company on
the day before August 10, 1987,

shall not be treated as a bank holding com-
pany for purposes of this chapter solely by vir-
tue of such company’s control of such institu-
tion.
(2) Loss of exemption

Subject to paragraph (3), a company de-
scribed in paragraph (1) shall no longer qualify
for the exemption provided under that para-
graph if—

(A) such company directly or indirectly—
(i) acquires control of an additional bank

or an insured institution (other than an in-
sured institution described in paragraph
(10) or (12) of this subsection) after March
5, 1987; or

(ii) acquires control of more than 5 per-
cent of the shares or assets of an addi-
tional bank or a savings association other
than—

(I) shares held as a bona fide fiduciary
(whether with or without the sole discre-
tion to vote such shares);

(II) shares held by any person as a bona
fide fiduciary solely for the benefit of
employees of either the company de-
scribed in paragraph (1) or any subsidi-
ary of that company and the bene-
ficiaries of those employees;

(III) shares held temporarily pursuant
to an underwriting commitment in the
normal course of an underwriting busi-
ness;

(IV) shares held in an account solely
for trading purposes;

(V) shares over which no control is
held other than control of voting rights
acquired in the normal course of a proxy
solicitation;

(VI) loans or other accounts receivable
acquired in the normal course of busi-
ness;

(VII) shares or assets acquired in se-
curing or collecting a debt previously
contracted in good faith, during the 2-
year period beginning on the date of such
acquisition or for such additional time
(not exceeding 3 years) as the Board may
permit if the Board determines that such
an extension will not be detrimental to
the public interest;

(VIII) shares or assets of a savings as-
sociation described in paragraph (10) or
(12) of this subsection;
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(IX) shares of a savings association
held by any insurance company, as de-
fined in section 2(a)(17) of the Invest-
ment Company Act of 1940 [15 U.S.C.
80a–2(a)(17)], except as provided in para-
graph (11);

(X) shares issued in a qualified stock
issuance under section 1467a(q) of this
title; and

(XI) assets that are derived from, or in-
cidental to, activities in which institu-
tions described in subparagraph (F) or
(H) of section 1841(c)(2) of this title are
permitted to engage;

except that the aggregate amount of
shares held under this clause (other than
under subclauses (I), (II), (III), (IV), (V),
and (VIII)) may not exceed 15 percent of all
outstanding shares or of the voting power
of a savings association;

(B) any bank subsidiary of such company—
(i) accepts demand deposits or deposits

that the depositor may withdraw by check
or similar means for payment to third par-
ties; and

(ii) engages in the business of making
commercial loans (except that, for pur-
poses of this clause, loans made in the or-
dinary course of a credit card operation
shall not be treated as commercial loans);
or

(C) after August 10, 1987, any bank subsidi-
ary of such company permits any overdraft
(including any intraday overdraft), or incurs
any such overdraft in the account of the
bank at a Federal reserve bank, on behalf of
an affiliate, other than an overdraft de-
scribed in paragraph (3).

(3) Permissible overdrafts described
For purposes of paragraph (2)(C), an over-

draft is described in this paragraph if—
(A) such overdraft results from an inad-

vertent computer or accounting error that is
beyond the control of both the bank and the
affiliate;

(B) such overdraft—
(i) is permitted or incurred on behalf of

an affiliate that is monitored by, reports
to, and is recognized as a primary dealer
by the Federal Reserve Bank of New York;
and

(ii) is fully secured, as required by the
Board, by bonds, notes, or other obliga-
tions that are direct obligations of the
United States or on which the principal
and interest are fully guaranteed by the
United States or by securities and obliga-
tions eligible for settlement on the Fed-
eral Reserve book entry system; or

(C) such overdraft—
(i) is permitted or incurred by, or on be-

half of, an affiliate in connection with an
activity that is financial in nature or inci-
dental to a financial activity; and

(ii) does not cause the bank to violate
any provision of section 371c or 371c–1 of
this title, either directly, in the case of a
bank that is a member of the Federal Re-
serve System, or by virtue of section 18(j)

of the Federal Deposit Insurance Act [12
U.S.C. 1828(j)], in the case of a bank that is
not a member of the Federal Reserve Sys-
tem.

(4) Divestiture in case of loss of exemption
If any company described in paragraph (1)

fails to qualify for the exemption provided
under paragraph (1) by operation of paragraph
(2), such exemption shall cease to apply to
such company and such company shall divest
control of each bank it controls before the end
of the 180-day period beginning on the date on
which the company receives notice from the
Board that the company has failed to continue
to qualify for such exemption, unless, before
the end of such 180-day period, the company
has—

(A) either—
(i) corrected the condition or ceased the

activity that caused the company to fail to
continue to qualify for the exemption; or

(ii) submitted a plan to the Board for ap-
proval to cease the activity or correct the
condition in a timely manner (which shall
not exceed 1 year); and

(B) implemented procedures that are rea-
sonably adapted to avoid the reoccurrence of
such condition or activity.

(5) Subsection ceases to apply under certain
circumstances

This subsection shall cease to apply to any
company described in paragraph (1) if such
company—

(A) registers as a bank holding company
under section 1844(a) of this title;

(B) immediately upon such registration,
complies with all of the requirements of this
chapter, and regulations prescribed by the
Board pursuant to this chapter, including
the nonbanking restrictions of this section;
and

(C) does not, at the time of such registra-
tion, control banks in more than one State,
the acquisition of which would be prohibited
by section 1842(d) of this title if an applica-
tion for such acquisition by such company
were filed under section 1842(a) of this title.

(6) Information requirement
Each company described in paragraph (1)

shall, within 60 days after August 10, 1987, pro-
vide the Board with the name and address of
such company, the name and address of each
bank such company controls, and a descrip-
tion of each such bank’s activities.
(7) Examination

The Board may, from time to time, examine
a company described in paragraph (1), or a
bank controlled by such company, or require
reports under oath from appropriate officers
or directors of such company or bank solely
for purposes of assuring compliance with the
provisions of this subsection and enforcing
such compliance.
(8) Enforcement

(A) In general
In addition to any other power of the

Board, the Board may enforce compliance
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with the provisions of this chapter which are
applicable to any company described in
paragraph (1), and any bank controlled by
such company, under section 8 of the Federal
Deposit Insurance Act [12 U.S.C. 1818] and
such company or bank shall be subject to
such section (for such purposes) in the same
manner and to the same extent as if such
company or bank were a State member in-
sured bank.
(B) Application of other act

Any violation of this chapter by any com-
pany described in paragraph (1), and any
bank controlled by such company, may also
be treated as a violation of the Federal De-
posit Insurance Act [12 U.S.C. 1811 et seq.]
for purposes of subparagraph (A).
(C) No effect on other authority

No provision of this paragraph shall be
construed as limiting any authority of the
Comptroller of the Currency or the Federal
Deposit Insurance Corporation.

(9) Tying provisions
A company described in paragraph (1) shall

be—
(A) treated as a bank holding company for

purposes of section 106 of the Bank Holding
Company Act Amendments of 1970 [12 U.S.C.
1971 et seq.] and section 22(h) of the Federal
Reserve Act [12 U.S.C. 375b] and any regula-
tion prescribed under any such section; and

(B) subject to the restrictions of section
106 of the Bank Holding Company Act
Amendments of 1970 [12 U.S.C. 1971 et seq.],
in connection with any transaction involv-
ing the products or services of such company
or affiliate and those of a bank affiliate, as
if such company or affiliate were a bank and
such bank were a subsidiary of a bank hold-
ing company.

(10) Exemption unaffected by certain emer-
gency acquisitions

For purposes of clauses (i) and (ii)(VIII) of
paragraph (2)(A), an insured institution is de-
scribed in this paragraph if—

(A) the insured institution was acquired
(or any shares or assets of such institution
were acquired) by a company described in
paragraph (1) in an acquisition under section
1730a(m) 4 of this title or section 13(k) of the
Federal Deposit Insurance Act [12 U.S.C.
1823(k)]; and

(B) either—
(i) the insured institution is located in a

State in which such company controlled a
bank on March 5, 1987; or

(ii) the insured institution has total as-
sets of $500,000,000 or more at the time of
such acquisition.

(11) Shares held by insurance affiliates
Shares described in clause (ii)(IX) of para-

graph (2)(A) shall not be excluded for purposes
of clause (ii) of such paragraph if—

(A) all shares held under such clause
(ii)(IX) by all insurance company affiliates
of such savings association in the aggregate

exceed 5 percent of all outstanding shares or
of the voting power of the savings associa-
tion; or

(B) such shares are acquired or retained
with a view to acquiring, exercising, or
transferring control of the savings associa-
tion.

(12) Exemption unaffected by certain other ac-
quisitions

For purposes of clauses (i) and (ii)(VIII) of
paragraph (2)(A), an insured institution is de-
scribed in this paragraph if the insured insti-
tution was acquired (or any shares or assets of
such institution were acquired) by a company
described in paragraph (1)—

(A) from the Resolution Trust Corpora-
tion, the Federal Deposit Insurance Corpora-
tion, or the Director of the Office of Thrift
Supervision, in any capacity; or

(B) in an acquisition in which the insured
institution has been found to be in danger of
default (as defined in section 3 of the Federal
Deposit Insurance Act [12 U.S.C. 1813]) by
the appropriate Federal or State authority.

(13) Special rule relating to shares acquired in
a qualified stock issuance

A company described in paragraph (1) that
holds shares issued in a qualified stock issu-
ance pursuant to section 1467a(q) of this title
by any savings association or savings and loan
holding company (neither of which is a sub-
sidiary) shall not be deemed to control such
savings association or savings and loan hold-
ing company solely because such company
holds such shares unless—

(A) the company fails to comply with any
requirement or condition imposed by para-
graph (2)(A)(ii)(X) or section 1467a(q) of this
title with respect to such shares; or

(B) the shares are acquired or retained
with a view to acquiring, exercising, or
transferring control of the savings associa-
tion or savings and loan holding company.

(14) Foreign bank subsidiaries of limited pur-
pose credit card banks

(A) In general
An institution described in section

1841(c)(2)(F) of this title may control a for-
eign bank if—

(i) the investment of the institution in
the foreign bank meets the requirements
of section 25 or 25A of the Federal Reserve
Act [12 U.S.C. 601 et seq., 611 et seq.] and
the foreign bank qualifies under such sec-
tions;

(ii) the foreign bank does not offer any
products or services in the United States;
and

(iii) the activities of the foreign bank are
permissible under otherwise applicable
law.

(B) Other limitations inapplicable
The limitations contained in any clause of

section 1841(c)(2)(F) of this title shall not
apply to a foreign bank described in subpara-
graph (A) that is controlled by an institu-
tion described in such section.
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(g) Limitations on certain banks
(1) In general

Notwithstanding any other provision of this
section (other than the last sentence of sub-
section (a)(2) of this section), a bank holding
company which controls an institution that
became a bank as a result of the enactment of
the Competitive Equality Amendments of 1987
may retain control of such institution if such
institution does not—

(A) engage in any activity after August 10,
1987, which would have caused such institu-
tion to be a bank (as defined in section
1841(c) of this title, as in effect before such
date) if such activities had been engaged in
before such date; or

(B) increase the number of locations from
which such institution conducts business
after March 5, 1987.

(2) Limitations cease to apply under certain
circumstances

The limitations contained in paragraph (1)
shall cease to apply to a bank described in
such paragraph at such time as the acquisition
of such bank, by the bank holding company re-
ferred to in such paragraph, would not be pro-
hibited under section 1842(d) of this title if—

(A) an application for such acquisition
were filed under section 1842(a) of this title;
and

(B) such bank were treated as an addi-
tional bank (under section 1842(d) of this
title).

(h) Tying provisions
(1) Applicable to certain exempt institutions

and parent companies
An institution described in subparagraph

(D), (F), (G), (H), (I), or (J) of section 1841(c)(2)
of this title shall be treated as a bank, and a
company that controls such an institution
shall be treated as a bank holding company,
for purposes of section 106 of the Bank Holding
Company Act Amendments of 1970 [12 U.S.C.
1971 et seq.] and section 22(h) of the Federal
Reserve Act [12 U.S.C. 375b] and any regula-
tion prescribed under any such section.
(2) Applicable with respect to certain trans-

actions
A company that controls an institution de-

scribed in subparagraph (D), (F), (G), (H), (I),
or (J) of section 1841(c)(2) of this title and any
of such company’s other affiliates, shall be
subject to the tying restrictions of section 106
of the Bank Holding Company Act Amend-
ments of 1970 [12 U.S.C. 1971 et seq.] in connec-
tion with any transaction involving the prod-
ucts or services of such company or affiliate
and those of such institution, as if such com-
pany or affiliate were a bank and such institu-
tion were a subsidiary of a bank holding com-
pany.

(i) Acquisition of savings associations
(1) In general

The Board may approve an application by
any bank holding company under subsection
(c)(8) of this section to acquire any savings as-
sociation in accordance with the requirements
and limitations of this section.

(2) Prohibition on tandem restrictions
In approving an application by a bank hold-

ing company to acquire a savings association,
the Board shall not impose any restriction on
transactions between the savings association
and its holding company affiliates, except as
required under sections 371c and 371c–1 of this
title or any other applicable law.
(3) Acquisition of insolvent savings associa-

tions
(A) In general

Notwithstanding any other provision of
this chapter, any qualified savings associa-
tion which became a federally chartered
stock company in December of 1986 and
which is acquired by any bank holding com-
pany without Federal financial assistance
after June 1, 1991, and before March 1, 1992,
and any subsidiary of any such association,
may after such acquisition continue to en-
gage within the home State of the qualified
savings association in insurance agency ac-
tivities in which any Federal savings asso-
ciation (or any subsidiary thereof) may en-
gage in accordance with the Home Owners’
Loan Act [12 U.S.C. 1461 et seq.] and regula-
tions pursuant to such Act if the qualified
savings association or subsidiary thereof was
continuously engaged in such activity from
June 1, 1991, to the date of the acquisition.
(B) ��Qualified savings association�� defined

For purposes of this paragraph, the term
‘‘qualified savings association’’ means any
savings association that—

(i) was chartered or organized as a sav-
ings association before June 1, 1991;

(ii) had, immediately before the acquisi-
tion of such association by the bank hold-
ing company referred to in subparagraph
(A), negative tangible capital and total in-
sured deposits in excess of $3,000,000,000;
and

(iii) will meet all applicable regulatory
capital requirements as a result of such
acquisition.

(4) Solicitation of views
(A) Notice to Director

Upon receiving any application or notice
by a bank holding company to acquire, di-
rectly or indirectly, a savings association
under subsection (c)(8) of this section, the
Board shall solicit comments and recom-
mendations from the Director with respect
to such acquisition.
(B) Comment period

The comments and recommendations of
the Director under subparagraph (A) with re-
spect to any acquisition subject to such sub-
paragraph shall be transmitted to the Board
not later than 30 days after the receipt by
the Director of the notice relating to such
acquisition (or such shorter period as the
Board may specify if the Board advises the
Director that an emergency exists that re-
quires expeditious action).

(5) Examination
(A) Scope

The Board shall consult with the Director,
as appropriate, in establishing the scope of
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an examination by the Board of a bank hold-
ing company that directly or indirectly con-
trols a savings association.
(B) Access to inspection reports

Upon the request of the Director, the
Board shall furnish the Director with a copy
of any inspection report, additional exam-
ination materials, or supervisory informa-
tion relating to any bank holding company
that directly or indirectly controls a savings
association.

(6) Coordination of enforcement efforts
The Board and the Director shall cooperate

in any enforcement action against any bank
holding company that controls a savings asso-
ciation, if the relevant conduct involves such
association.
(7) ��Director�� defined

For purposes of this section, the term ‘‘Di-
rector’’ means the Director of the Office of
Thrift Supervision.

(j) Notice procedures for nonbanking activities
(1) General notice procedure

(A) Notice requirement
Except as provided in paragraph (3), no

bank holding company may engage in any
nonbanking activity or acquire or retain
ownership or control of the shares of a com-
pany engaged in activities based on sub-
section (c)(8) or (a)(2) of this section or in
any complementary activity under sub-
section (k)(1)(B) of this section without pro-
viding the Board with written notice of the
proposed transaction or activity at least 60
days before the transaction or activity is
proposed to occur or commence.

(B) Contents of notice
The notice submitted to the Board shall

contain such information as the Board shall
prescribe by regulation or by specific re-
quest in connection with a particular notice.

(C) Procedure for agency action
(i) Notice of disapproval

Any notice filed under this subsection
shall be deemed to be approved by the
Board unless, before the end of the 60-day
period beginning on the date the Board re-
ceives a complete notice under subpara-
graph (A), the Board issues an order dis-
approving the transaction or activity and
setting forth the reasons for disapproval.

(ii) Extension of period
The Board may extend the 60-day period

referred to in clause (i) for an additional 30
days. The Board may further extend the
period with the agreement of the bank
holding company submitting the notice
pursuant to this subsection.

(iii) Determination of period in case of
public hearing

In the event a hearing is requested or the
Board determines that a hearing is war-
ranted, the Board may extend the notice
period provided in this subsection for such
time as is reasonably necessary to conduct

a hearing and to evaluate the hearing
record. Such extension shall not exceed
the 91-day period beginning on the date
that the hearing record is complete.

(D) Approval before end of period
(i) In general

Any transaction or activity may com-
mence before the expiration of any period
for disapproval established under this
paragraph if the Board issues a written no-
tice of approval.
(ii) Shorter periods by regulation

The Board may prescribe regulations
which provide for a shorter notice period
with respect to particular activities or
transactions.

(E) Extension of period
In the case of any notice to engage in, or

to acquire or retain ownership or control of
shares of any company engaged in, any ac-
tivity pursuant to subsection (c)(8) or (a)(2)
of this section or in any complementary ac-
tivity under subsection (k)(1)(B) of this sec-
tion that has not been previously approved
by regulation, the Board may extend the no-
tice period under this subsection for an addi-
tional 90 days. The Board may further ex-
tend the period with the agreement of the
bank holding company submitting the no-
tice pursuant to this subsection.

(2) General standards for review
(A) Criteria

In connection with a notice under this sub-
section, the Board shall consider whether
performance of the activity by a bank hold-
ing company or a subsidiary of such com-
pany can reasonably be expected to produce
benefits to the public, such as greater con-
venience, increased competition, or gains in
efficiency, that outweigh possible adverse ef-
fects, such as undue concentration of re-
sources, decreased or unfair competition,
conflicts of interests, or unsound banking
practices.
(B) Grounds for disapproval

The Board may deny any proposed trans-
action or activity for which notice has been
submitted pursuant to this subsection if the
bank holding company submitting such no-
tice neglects, fails, or refuses to furnish the
Board all the information required by the
Board.
(C) Conditional action

Nothing in this subsection limits the au-
thority of the Board to impose conditions in
connection with an action under this sec-
tion.

(3) No notice required for certain transactions
No notice under paragraph (1) of this sub-

section or under subsection (c)(8) or (a)(2)(B) of
this section is required for a proposal by a
bank holding company to engage in any activ-
ity, other than any complementary activity
under subsection (k)(1)(B) of this section, or
acquire the shares or assets of any company,
other than an insured depository institution
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or a company engaged in any complementary
activity under subsection (k)(1)(B) of this sec-
tion, if the proposal qualifies under paragraph
(4).
(4) Criteria for statutory approval

A proposal qualifies under this paragraph if
all of the following criteria are met:

(A) Financial criteria
Both before and immediately after the pro-

posed transaction—
(i) the acquiring bank holding company

is well capitalized;
(ii) the lead insured depository institu-

tion of such holding company is well cap-
italized;

(iii) well capitalized insured depository
institutions control at least 80 percent of
the aggregate total risk-weighted assets of
insured depository institutions controlled
by such holding company; and

(iv) no insured depository institution
controlled by such holding company is
undercapitalized.

(B) Managerial criteria
(i) Well managed

At the time of the transaction, the ac-
quiring bank holding company, its lead in-
sured depository institution, and insured
depository institutions that control at
least 90 percent of the aggregate total
risk-weighted assets of insured depository
institutions controlled by such holding
company are well managed.
(ii) Limitation on poorly managed institu-

tions
Except as provided in paragraph (6), no

insured depository institution controlled
by the acquiring bank holding company
has received 1 of the 2 lowest composite
ratings at the later of the institution’s
most recent examination or subsequent re-
view.

(C) Activities permissible
Following consummation of the proposal,

the bank holding company engages directly
or through a subsidiary solely in—

(i) activities that are permissible under
subsection (c)(8) of this section, as deter-
mined by the Board by regulation or order
thereunder, subject to all of the restric-
tions, terms, and conditions of such sub-
section and such regulation or order; and

(ii) such other activities as are otherwise
permissible under this section, subject to
the restrictions, terms and conditions, in-
cluding any prior notice or approval re-
quirements, provided in this section.

(D) Size of acquisition
(i) Asset size

The book value of the total assets to be
acquired does not exceed 10 percent of the
consolidated total risk-weighted assets of
the acquiring bank holding company.
(ii) Consideration

The gross consideration to be paid for
the securities or assets does not exceed 15

percent of the consolidated Tier 1 capital
of the acquiring bank holding company.

(E) Notice not otherwise warranted
For proposals described in paragraph

(5)(B), the Board has not, before the conclu-
sion of the period provided in paragraph
(5)(B), advised the bank holding company
that a notice under paragraph (1) is required.

(F) Compliance criterion
During the 12-month period ending on the

date on which the bank holding company
proposes to commence an activity or acqui-
sition, no administrative enforcement action
has been commenced, and no cease and de-
sist order has been issued pursuant to sec-
tion 8 of the Federal Deposit Insurance Act
[12 U.S.C. 1818], against the bank holding
company or any depository institution sub-
sidiary of the holding company, and no such
enforcement action, order, or other adminis-
trative enforcement proceeding is pending as
of such date.

(5) Notification
(A) Commencement of activities approved by

rule
A bank holding company that qualifies

under paragraph (4) and that proposes to en-
gage de novo, directly or through a subsidi-
ary, in any activity that is permissible
under subsection (c)(8) of this section, as de-
termined by the Board by regulation, may
commence that activity without prior notice
to the Board and must provide written noti-
fication to the Board not later than 10 busi-
ness days after commencing the activity.

(B) Activities permitted by order and acquisi-
tions

(i) In general
At least 12 business days before com-

mencing any activity pursuant to para-
graph (3) (other than an activity described
in subparagraph (A) of this paragraph) or
acquiring shares or assets of any company
pursuant to paragraph (3), the bank hold-
ing company shall provide written notice
of the proposal to the Board, unless the
Board determines that no notice or a
shorter notice period is appropriate.

(ii) Description of activities and terms
A notification under this subparagraph

shall include a description of the proposed
activities and the terms of any proposed
acquisition.

(6) Recently acquired institutions
Any insured depository institution which

has been acquired by a bank holding company
during the 12-month period preceding the date
on which the company proposes to commence
an activity or acquisition pursuant to para-
graph (3) may be excluded for purposes of para-
graph (4)(B)(ii) if—

(A) the bank holding company has devel-
oped a plan for the institution to restore the
capital and management of the institution
which is acceptable to the appropriate Fed-
eral banking agency; and
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(B) all such insured depository institutions
represent, in the aggregate, less than 10 per-
cent of the aggregate total risk-weighted as-
sets of all insured depository institutions
controlled by the bank holding company.

(7) Adjustment of percentages
The Board may, by regulation, adjust the

percentages and the manner in which the per-
centages of insured depository institutions are
calculated under paragraph (4)(B)(i), (4)(D), or
(6)(B) if the Board determines that any such
adjustment is consistent with safety and
soundness and the purposes of this chapter.

(k) Engaging in activities that are financial in
nature

(1) In general
Notwithstanding subsection (a) of this sec-

tion, a financial holding company may engage
in any activity, and may acquire and retain
the shares of any company engaged in any ac-
tivity, that the Board, in accordance with
paragraph (2), determines (by regulation or
order)—

(A) to be financial in nature or incidental
to such financial activity; or

(B) is complementary to a financial activ-
ity and does not pose a substantial risk to
the safety or soundness of depository insti-
tutions or the financial system generally.

(2) Coordination between the Board and the
Secretary of the Treasury

(A) Proposals raised before the Board
(i) Consultation

The Board shall notify the Secretary of
the Treasury of, and consult with the Sec-
retary of the Treasury concerning, any re-
quest, proposal, or application under this
subsection for a determination of whether
an activity is financial in nature or inci-
dental to a financial activity.
(ii) Treasury view

The Board shall not determine that any
activity is financial in nature or inciden-
tal to a financial activity under this sub-
section if the Secretary of the Treasury
notifies the Board in writing, not later
than 30 days after the date of receipt of the
notice described in clause (i) (or such
longer period as the Board determines to
be appropriate under the circumstances)
that the Secretary of the Treasury be-
lieves that the activity is not financial in
nature or incidental to a financial activity
or is not otherwise permissible under this
section.

(B) Proposals raised by the Treasury
(i) Treasury recommendation

The Secretary of the Treasury may, at
any time, recommend in writing that the
Board find an activity to be financial in
nature or incidental to a financial activ-
ity.
(ii) Time period for Board action

Not later than 30 days after the date of
receipt of a written recommendation from
the Secretary of the Treasury under clause

(i) (or such longer period as the Secretary
of the Treasury and the Board determine
to be appropriate under the circum-
stances), the Board shall determine wheth-
er to initiate a public rulemaking propos-
ing that the recommended activity be
found to be financial in nature or inciden-
tal to a financial activity under this sub-
section, and shall notify the Secretary of
the Treasury in writing of the determina-
tion of the Board and, if the Board deter-
mines not to seek public comment on the
proposal, the reasons for that determina-
tion.

(3) Factors to be considered
In determining whether an activity is finan-

cial in nature or incidental to a financial ac-
tivity, the Board shall take into account—

(A) the purposes of this chapter and the
Gramm-Leach-Bliley Act;

(B) changes or reasonably expected
changes in the marketplace in which finan-
cial holding companies compete;

(C) changes or reasonably expected
changes in the technology for delivering fi-
nancial services; and

(D) whether such activity is necessary or
appropriate to allow a financial holding
company and the affiliates of a financial
holding company to—

(i) compete effectively with any com-
pany seeking to provide financial services
in the United States;

(ii) efficiently deliver information and
services that are financial in nature
through the use of technological means,
including any application necessary to
protect the security or efficacy of systems
for the transmission of data or financial
transactions; and

(iii) offer customers any available or
emerging technological means for using fi-
nancial services or for the document imag-
ing of data.

(4) Activities that are financial in nature
For purposes of this subsection, the follow-

ing activities shall be considered to be finan-
cial in nature:

(A) Lending, exchanging, transferring, in-
vesting for others, or safeguarding money or
securities.

(B) Insuring, guaranteeing, or indemnify-
ing against loss, harm, damage, illness, dis-
ability, or death, or providing and issuing
annuities, and acting as principal, agent, or
broker for purposes of the foregoing, in any
State.

(C) Providing financial, investment, or
economic advisory services, including advis-
ing an investment company (as defined in
section 3 of the Investment Company Act of
1940 [15 U.S.C. 80a–3]).

(D) Issuing or selling instruments rep-
resenting interests in pools of assets permis-
sible for a bank to hold directly.

(E) Underwriting, dealing in, or making a
market in securities.

(F) Engaging in any activity that the
Board has determined, by order or regula-
tion that is in effect on November 12, 1999, to
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be so closely related to banking or managing
or controlling banks as to be a proper inci-
dent thereto (subject to the same terms and
conditions contained in such order or regula-
tion, unless modified by the Board).

(G) Engaging, in the United States, in any
activity that—

(i) a bank holding company may engage
in outside of the United States; and

(ii) the Board has determined, under reg-
ulations prescribed or interpretations is-
sued pursuant to subsection (c)(13) of this
section (as in effect on the day before No-
vember 12, 1999) to be usual in connection
with the transaction of banking or other
financial operations abroad.

(H) Directly or indirectly acquiring or con-
trolling, whether as principal, on behalf of 1
or more entities (including entities, other
than a depository institution or subsidiary
of a depository institution, that the bank
holding company controls), or otherwise,
shares, assets, or ownership interests (in-
cluding debt or equity securities, partner-
ship interests, trust certificates, or other in-
struments representing ownership) of a com-
pany or other entity, whether or not con-
stituting control of such company or entity,
engaged in any activity not authorized pur-
suant to this section if—

(i) the shares, assets, or ownership inter-
ests are not acquired or held by a deposi-
tory institution or subsidiary of a deposi-
tory institution;

(ii) such shares, assets, or ownership in-
terests are acquired and held by—

(I) a securities affiliate or an affiliate
thereof; or

(II) an affiliate of an insurance com-
pany described in subparagraph (I)(ii)
that provides investment advice to an in-
surance company and is registered pur-
suant to the Investment Advisers Act of
1940 [15 U.S.C. 80b–1 et seq.], or an affili-
ate of such investment adviser;

as part of a bona fide underwriting or mer-
chant or investment banking activity, in-
cluding investment activities engaged in
for the purpose of appreciation and ulti-
mate resale or disposition of the invest-
ment;

(iii) such shares, assets, or ownership in-
terests are held for a period of time to en-
able the sale or disposition thereof on a
reasonable basis consistent with the finan-
cial viability of the activities described in
clause (ii); and

(iv) during the period such shares, assets,
or ownership interests are held, the bank
holding company does not routinely man-
age or operate such company or entity ex-
cept as may be necessary or required to ob-
tain a reasonable return on investment
upon resale or disposition.

(I) Directly or indirectly acquiring or con-
trolling, whether as principal, on behalf of 1
or more entities (including entities, other
than a depository institution or subsidiary
of a depository institution, that the bank
holding company controls) or otherwise,

shares, assets, or ownership interests (in-
cluding debt or equity securities, partner-
ship interests, trust certificates or other in-
struments representing ownership) of a com-
pany or other entity, whether or not con-
stituting control of such company or entity,
engaged in any activity not authorized pur-
suant to this section if—

(i) the shares, assets, or ownership inter-
ests are not acquired or held by a deposi-
tory institution or a subsidiary of a depos-
itory institution;

(ii) such shares, assets, or ownership in-
terests are acquired and held by an insur-
ance company that is predominantly en-
gaged in underwriting life, accident and
health, or property and casualty insurance
(other than credit-related insurance) or
providing and issuing annuities;

(iii) such shares, assets, or ownership in-
terests represent an investment made in
the ordinary course of business of such in-
surance company in accordance with rel-
evant State law governing such invest-
ments; and

(iv) during the period such shares, assets,
or ownership interests are held, the bank
holding company does not routinely man-
age or operate such company except as
may be necessary or required to obtain a
reasonable return on investment.

(5) Actions required
(A) In general

The Board shall, by regulation or order,
define, consistent with the purposes of this
chapter, the activities described in subpara-
graph (B) as financial in nature, and the ex-
tent to which such activities are financial in
nature or incidental to a financial activity.
(B) Activities

The activities described in this subpara-
graph are as follows:

(i) Lending, exchanging, transferring, in-
vesting for others, or safeguarding finan-
cial assets other than money or securities.

(ii) Providing any device or other instru-
mentality for transferring money or other
financial assets.

(iii) Arranging, effecting, or facilitating
financial transactions for the account of
third parties.

(6) Required notification
(A) In general

A financial holding company that acquires
any company or commences any activity
pursuant to this subsection shall provide
written notice to the Board describing the
activity commenced or conducted by the
company acquired not later than 30 calendar
days after commencing the activity or con-
summating the acquisition, as the case may
be.
(B) Approval not required for certain finan-

cial activities
Except as provided in subsection (j) of this

section with regard to the acquisition of a
savings association, a financial holding com-
pany may commence any activity, or ac-
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quire any company, pursuant to paragraph
(4) or any regulation prescribed or order is-
sued under paragraph (5), without prior ap-
proval of the Board.

(7) Merchant banking activities
(A) Joint regulations

The Board and the Secretary of the Treas-
ury may issue such regulations implement-
ing paragraph (4)(H), including limitations
on transactions between depository institu-
tions and companies controlled pursuant to
such paragraph, as the Board and the Sec-
retary jointly deem appropriate to assure
compliance with the purposes and prevent
evasions of this chapter and the Gramm-
Leach-Bliley Act and to protect depository
institutions.
(B) Sunset of restrictions on merchant bank-

ing activities of financial subsidiaries
The restrictions contained in paragraph

(4)(H) on the ownership and control of
shares, assets, or ownership interests by or
on behalf of a subsidiary of a depository in-
stitution shall not apply to a financial sub-
sidiary (as defined in section 24a of this
title) of a bank, if the Board and the Sec-
retary of the Treasury jointly authorize fi-
nancial subsidiaries of banks to engage in
merchant banking activities pursuant to
section 122 of the Gramm-Leach-Bliley Act.

(l) Conditions for engaging in expanded financial
activities

(1) In general
Notwithstanding subsection (k), (n), or (o) of

this section, a bank holding company may not
engage in any activity, or directly or indi-
rectly acquire or retain shares of any company
engaged in any activity, under subsection (k),
(n), or (o) of this section, other than activities
permissible for any bank holding company
under subsection (c)(8) of this section, unless—

(A) all of the depository institution sub-
sidiaries of the bank holding company are
well capitalized;

(B) all of the depository institution sub-
sidiaries of the bank holding company are
well managed; and

(C) the bank holding company has filed
with the Board—

(i) a declaration that the company elects
to be a financial holding company to en-
gage in activities or acquire and retain
shares of a company that were not permis-
sible for a bank holding company to en-
gage in or acquire before the enactment of
the Gramm-Leach-Bliley Act; and

(ii) a certification that the company
meets the requirements of subparagraphs
(A) and (B).

(2) CRA requirement
Notwithstanding subsection (k) or (n) of this

section, section 24a(a) of this title, or section
46(a) of the Federal Deposit Insurance Act [12
U.S.C. 1831w(a)], the appropriate Federal bank-
ing agency shall prohibit a financial holding
company or any insured depository institution
from—

(A) commencing any new activity under
subsection (k) or (n) of this section, section

24a(a) of this title, or section 46(a) of the
Federal Deposit Insurance Act; or

(B) directly or indirectly acquiring control
of a company engaged in any activity under
subsection (k) or (n) of this section, section
24a(a) of this title, or section 46(a) of the
Federal Deposit Insurance Act (other than
an investment made pursuant to subpara-
graph (H) or (I) of subsection (k)(4) of this
section, or section 122 of the Gramm-Leach-
Bliley Act, or under section 46(a) of the Fed-
eral Deposit Insurance Act by reason of such
section 122, by an affiliate already engaged
in activities under any such provision);

if any insured depository institution subsidi-
ary of such financial holding company, or the
insured depository institution or any of its in-
sured depository institution affiliates, has re-
ceived in its most recent examination under
the Community Reinvestment Act of 1977 [12
U.S.C. 2901 et seq.], a rating of less than ‘‘sat-
isfactory record of meeting community credit
needs’’.
(3) Foreign banks

For purposes of paragraph (1), the Board
shall apply comparable capital and manage-
ment standards to a foreign bank that oper-
ates a branch or agency or owns or controls a
commercial lending company in the United
States, giving due regard to the principle of
national treatment and equality of competi-
tive opportunity.

(m) Provisions applicable to financial holding
companies that fail to meet certain require-
ments

(1) In general
If the Board finds that—

(A) a financial holding company is en-
gaged, directly or indirectly, in any activity
under subsection (k), (n), or (o) of this sec-
tion, other than activities that are permis-
sible for a bank holding company under sub-
section (c)(8) of this section; and

(B) such financial holding company is not
in compliance with the requirements of sub-
section (l)(1) of this section;

the Board shall give notice to the financial
holding company to that effect, describing the
conditions giving rise to the notice.
(2) Agreement to correct conditions required

Not later than 45 days after the date of re-
ceipt by a financial holding company of a no-
tice given under paragraph (1) (or such addi-
tional period as the Board may permit), the fi-
nancial holding company shall execute an
agreement with the Board to comply with the
requirements applicable to a financial holding
company under subsection (l)(1) of this sec-
tion.
(3) Board may impose limitations

Until the conditions described in a notice to
a financial holding company under paragraph
(1) are corrected, the Board may impose such
limitations on the conduct or activities of
that financial holding company or any affili-
ate of that company as the Board determines
to be appropriate under the circumstances and
consistent with the purposes of this chapter.
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(4) Failure to correct
If the conditions described in a notice to a

financial holding company under paragraph (1)
are not corrected within 180 days after the
date of receipt by the financial holding com-
pany of a notice under paragraph (1), the
Board may require such financial holding com-
pany, under such terms and conditions as may
be imposed by the Board and subject to such
extension of time as may be granted in the
discretion of the Board, either—

(A) to divest control of any subsidiary de-
pository institution; or

(B) at the election of the financial holding
company instead to cease to engage in any
activity conducted by such financial holding
company or its subsidiaries (other than a de-
pository institution or a subsidiary of a de-
pository institution) that is not an activity
that is permissible for a bank holding com-
pany under subsection (c)(8) of this section.

(5) Consultation
In taking any action under this subsection,

the Board shall consult with all relevant Fed-
eral and State regulatory agencies and au-
thorities.

(n) Authority to retain limited nonfinancial ac-
tivities and affiliations

(1) In general
Notwithstanding subsection (a) of this sec-

tion, a company that is not a bank holding
company or a foreign bank (as defined in sec-
tion 3101(7) of this title) and becomes a finan-
cial holding company after November 12, 1999,
may continue to engage in any activity and
retain direct or indirect ownership or control
of shares of a company engaged in any activ-
ity if—

(A) the holding company lawfully was en-
gaged in the activity or held the shares of
such company on September 30, 1999;

(B) the holding company is predominantly
engaged in financial activities as defined in
paragraph (2); and

(C) the company engaged in such activity
continues to engage only in the same activi-
ties that such company conducted on Sep-
tember 30, 1999, and other activities permis-
sible under this chapter.

(2) Predominantly financial
For purposes of this subsection, a company

is predominantly engaged in financial activi-
ties if the annual gross revenues derived by
the holding company and all subsidiaries of
the holding company (excluding revenues de-
rived from subsidiary depository institutions),
on a consolidated basis, from engaging in ac-
tivities that are financial in nature or are in-
cidental to a financial activity under sub-
section (k) of this section represent at least 85
percent of the consolidated annual gross reve-
nues of the company.
(3) No expansion of grandfathered commercial

activities through merger or consolidation
A financial holding company that engages in

activities or holds shares pursuant to this sub-
section, or a subsidiary of such financial hold-
ing company, may not acquire, in any merger,

consolidation, or other type of business combi-
nation, assets of any other company that is
engaged in any activity that the Board has not
determined to be financial in nature or inci-
dental to a financial activity under subsection
(k) of this section, except this paragraph shall
not apply with respect to a company that
owns a broadcasting station licensed under
title III of the Communications Act of 1934 [47
U.S.C. 301 et seq.] and the shares of which are
under common control with an insurance com-
pany since January 1, 1998, unless such com-
pany is acquired by, or otherwise becomes an
affiliate of, a bank holding company that, at
the time such acquisition or affiliation is con-
summated, is 1 of the 5 largest domestic bank
holding companies (as determined on the basis
of the consolidated total assets of such compa-
nies).
(4) Continuing revenue limitation on grand-

fathered commercial activities
Notwithstanding any other provision of this

subsection, a financial holding company may
continue to engage in activities or hold shares
in companies pursuant to this subsection only
to the extent that the aggregate annual gross
revenues derived from all such activities and
all such companies does not exceed 15 percent
of the consolidated annual gross revenues of
the financial holding company (excluding rev-
enues derived from subsidiary depository in-
stitutions).
(5) Cross marketing restrictions applicable to

commercial activities
(A) In general

A depository institution controlled by a fi-
nancial holding company shall not—

(i) offer or market, directly or through
any arrangement, any product or service
of a company whose activities are con-
ducted or whose shares are owned or con-
trolled by the financial holding company
pursuant to this subsection or subpara-
graph (H) or (I) of subsection (k)(4) of this
section; or

(ii) permit any of its products or services
to be offered or marketed, directly or
through any arrangement, by or through
any company described in clause (i).

(B) Rule of construction
Subparagraph (A) shall not be construed as

prohibiting an arrangement between a de-
pository institution and a company owned or
controlled pursuant to subsection (k)(4)(I) of
this section for the marketing of products or
services through statement inserts or Inter-
net websites if—

(i) such arrangement does not violate
section 106 of the Bank Holding Company
Act Amendments of 1970 [12 U.S.C. 1971 et
seq.]; and

(ii) the Board determines that the ar-
rangement is in the public interest, does
not undermine the separation of banking
and commerce, and is consistent with the
safety and soundness of depository institu-
tions.

(6) Transactions with nonfinancial affiliates
A depository institution controlled by a fi-

nancial holding company may not engage in a
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covered transaction (as defined in section
371c(b)(7) of this title) with any affiliate con-
trolled by the company pursuant to this sub-
section.
(7) Sunset of grandfather

A financial holding company engaged in any
activity, or retaining direct or indirect owner-
ship or control of shares of a company, pursu-
ant to this subsection, shall terminate such
activity and divest ownership or control of the
shares of such company before the end of the
10-year period beginning on November 12, 1999.
The Board may, upon application by a finan-
cial holding company, extend such 10-year pe-
riod by a period not to exceed an additional 5
years if such extension would not be detrimen-
tal to the public interest.

(o) Regulation of certain financial holding com-
panies

Notwithstanding subsection (a) of this section,
a company that is not a bank holding company
or a foreign bank (as defined in section 3101(7) of
this title) and becomes a financial holding com-
pany after November 12, 1999, may continue to
engage in, or directly or indirectly own or con-
trol shares of a company engaged in, activities
related to the trading, sale, or investment in
commodities and underlying physical properties
that were not permissible for bank holding com-
panies to conduct in the United States as of Sep-
tember 30, 1997, if—

(1) the holding company, or any subsidiary
of the holding company, lawfully was engaged,
directly or indirectly, in any of such activities
as of September 30, 1997, in the United States;

(2) the attributed aggregate consolidated as-
sets of the company held by the holding com-
pany pursuant to this subsection, and not
otherwise permitted to be held by a financial
holding company, are equal to not more than
5 percent of the total consolidated assets of
the bank holding company, except that the
Board may increase that percentage by such
amounts and under such circumstances as the
Board considers appropriate, consistent with
the purposes of this chapter; and

(3) the holding company does not permit—
(A) any company, the shares of which it

owns or controls pursuant to this sub-
section, to offer or market any product or
service of an affiliated depository institu-
tion; or

(B) any affiliated depository institution to
offer or market any product or service of
any company, the shares of which are owned
or controlled by such holding company pur-
suant to this subsection.

(May 9, 1956, ch. 240, § 4, 70 Stat. 135; Pub. L.
89–485, § 8, July 1, 1966, 80 Stat. 238; Pub. L.
91–607, title I, § 103, Dec. 31, 1970, 84 Stat. 1763;
Pub. L. 95–188, title III, § 301(c), Nov. 16, 1977, 91
Stat. 1389; Pub. L. 95–630, title I, § 112, Nov. 10,
1978, 92 Stat. 3671; Pub. L. 96–221, title VII,
§ 701(b), Mar. 31, 1980, 94 Stat. 186; Pub. L. 97–290,
title II, § 203, Oct. 8, 1982, 96 Stat. 1236; Pub. L.
97–320, title I, §§ 118(a), 141(a)(4), title IV, § 433(b),
title VI, § 601, Oct. 15, 1982, 96 Stat. 1479, 1489,
1527, 1536; Pub. L. 97–457, § 30, Jan. 12, 1983, 96
Stat. 2511; Pub. L. 99–514, § 2, Oct. 22, 1986, 100

Stat. 2095; Pub. L. 100–86, title I, § 101(b), (c), title
V, §§ 502(h)(2), 509(a), Aug. 10, 1987, 101 Stat. 557,
628, 635; Pub. L. 100–418, title III, § 3402, Aug. 23,
1988, 102 Stat. 1384; Pub. L. 101–73, title VI,
§§ 601(a), 603, 604(b), title XII, § 1219, Aug. 9, 1989,
103 Stat. 408, 409, 411, 546; Pub. L. 102–242, title
IV, § 461, Dec. 19, 1991, 105 Stat. 2384; Pub. L.
102–550, title XVI, § 1606(h)(1), Oct. 28, 1992, 106
Stat. 4089; Pub. L. 103–325, title III, § 346, Sept. 23,
1994, 108 Stat. 2239; Pub. L. 104–208, div. A, title
II, §§ 2203(d), 2208(a), 2215, 2304(a), 2612, Sept. 30,
1996, 110 Stat. 3009–404, 3009–406, 3009–413, 3009–425,
3009–476; Pub. L. 106–102, title I, §§ 102(a), 103(a),
(c)(2), 107(a), (b), (d)–(f), Nov. 12, 1999, 113 Stat.
1341, 1342, 1351, 1359–1361.)

REFERENCES IN TEXT

The Investment Company Act of 1940, referred to in
subsec. (a)(2), is title I of act Aug. 22, 1940, ch. 686, 54
Stat. 789, as amended, which is classified generally to
subchapter I (§ 80a–1 et seq.) of chapter 2D of Title 15,
Commerce and Trade. For complete classification of
this Act to the Code, see section 80a–51 of Title 15 and
Tables.

Enactment of the Bank Holding Company Act
Amendments of 1970, referred to in subsecs. (a)(2) and
(c)(12), means enactment of Pub. L. 91–607 on Dec. 31,
1970. For classification of Pub. L. 91–607, see Short Title
of 1970 Amendment note set out under section 1841 of
this title.

Enactment of the Competitive Equality Amendments
of 1987, referred to in subsecs. (a)(2), (f)(1)(A), and (g)(1),
means enactment of title I of Pub. L. 100–86, Aug. 10,
1987, 101 Stat. 554. For classification of title I of Pub. L.
100–86, see Short Title of 1987 Amendment note set out
under section 226 of this title and Tables.

Section 25 of the Federal Reserve Act, referred to in
subsecs. (c)(14)(E) and (f)(14)(A)(i), is classified to sub-
chapter I (§ 601 et seq.) of chapter 6 of this title. Section
25(a) of the Federal Reserve Act (12 U.S.C. 611–631), re-
ferred to in subsec. (c)(14)(E), was renumbered section
25A of the Federal Reserve Act by Pub. L. 102–242, title
I, § 142(e)(2), Dec. 19, 1991, 105 Stat. 2281 and is classified
to subchapter II (§ 611 et seq.) of chapter 6 of this title.

Section 371c of this title, referred to in subsec.
(c)(14)(F)(iv), was amended generally by Pub. L. 97–320,
title IV, § 410(b), Oct. 15, 1982, 96 Stat. 1515, and, as so
amended, no longer contains undesignated pars. and no
longer defines ‘‘extension of credit’’.

The Federal Deposit Insurance Act, referred to in
subsec. (f)(8)(B), is act Sept. 21, 1950, ch. 967, § 2, 64 Stat.
873, as amended, which is classified generally to chap-
ter 16 (§ 1811 et seq.) of this title. For complete classi-
fication of this Act to the Code, see Short Title note
set out under section 1811 of this title and Tables.

Section 106 of the Bank Holding Company Act
Amendments of 1970, referred to in subsecs. (f)(9)(A), (h)
and (n)(5)(B)(i), is Pub. L. 91–607, title I, § 106, Dec. 31,
1970, 84 Stat. 1766, as amended, which is classified gen-
erally to chapter 22 (§ 1971 et seq.) of this title.

Section 1730a of this title, referred to in subsec.
(f)(10)(A), was repealed by Pub. L. 101–73, title IV, § 407,
Aug. 9, 1989, 103 Stat. 363.

The Home Owners’ Loan Act, referred to in subsec.
(i)(3)(A), is act June 13, 1933, ch. 64, 48 Stat. 128, as
amended, which is classified generally to chapter 12
(§ 1461 et seq.) of this title. For complete classification
of this Act to the Code, see section 1461 of this title and
Tables.

The Gramm-Leach-Bliley Act, referred to in subsecs.
(k)(3)(A), (7) and (l)(1)(C)(i), (2)(B), is Pub. L. 106–102,
Nov. 12, 1999, 113 Stat. 1338. Section 122 of the Act is set
out as a note below. For complete classification of this
Act to the Code, see Short Title of 1999 Amendment
note set out under section 1811 of this title and Tables.

The Investment Advisers Act of 1940, referred to in
subsec. (k)(4)(H)(ii)(II), is title II of act Aug. 22, 1940, ch.
686, 54 Stat. 847, as amended, which is classified gener-
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ally to subchapter II (§ 80b–1 et seq.) of chapter 2D of
Title 15, Commerce and Trade. For complete classifica-
tion of this Act to the Code, see section 80b–20 of Title
15 and Tables.

The Community Reinvestment Act of 1977, referred to
in subsec. (l)(2), is title VIII of Pub. L. 95–128, Oct. 12,
1977, 91 Stat. 1147, as amended, which is classified gen-
erally to chapter 30 (§ 2901 et seq.) of this title. For
complete classification of this Act to the Code, see
Short Title note set out under section 2901 of this title
and Tables.

The Communications Act of 1934, referred to in sub-
sec. (n)(3), is act June 19, 1934, ch. 652, 48 Stat. 1964, as
amended. Title III of the Act is classified generally to
subchapter III (§ 301 et seq.) of chapter 5 of Title 47,
Telegraphs, Telephones, and Radiotelegraphs. For com-
plete classification of this Act to the Code, see section
609 of Title 47 and Tables.

AMENDMENTS

1999—Subsec. (c)(8). Pub. L. 106–102, § 102(a), amended
par. (8) generally, substituting present provisions for
provisions which exempted from prohibitions of this
section shares of any bank holding company the activi-
ties of which were determined to be so closely related
to banking or managing or controlling banks as to be
a proper incident thereto, which further provided that
for purposes of this subsection it was not closely relat-
ed to banking or managing or controlling banks for a
bank holding company to provide insurance as a prin-
cipal, agent, or broker except in certain circumstances,
which further provided factors to consider in determin-
ing whether a particular activity is a proper incident to
banking or managing or controlling banks, and which
further provided notice and other procedural require-
ments in making such determinations.

Subsec. (f)(2). Pub. L. 106–102, § 107(d)(1), added intro-
ductory provisions and struck out former introductory
provisions which read as follows: ‘‘Paragraph (1) shall
cease to apply to any company described in such para-
graph if—’’.

Subsec. (f)(2)(A)(ii)(XI). Pub. L. 106–102,
§ 107(d)(2)(A)–(C), added subcl. (XI).

Subsec. (f)(2)(B), (C). Pub. L. 106–102, § 107(d)(2)(D), (3),
added subpars. (B) and (C) and struck out former sub-
par. (B) which read as follows: ‘‘any bank subsidiary of
such company fails to comply with the restrictions
contained in paragraph (3)(B).’’

Subsec. (f)(3). Pub. L. 106–102, § 107(a), (b), added par.
(3) and struck out heading and text of former par. (3)
which related to limitation on banks controlled by
paragraph (1) companies.

Subsec. (f)(4). Pub. L. 106–102, § 107(e), reenacted head-
ing without change and amended text of par. (4) gener-
ally. Prior to amendment, text read as follows: ‘‘If any
company described in paragraph (1) loses the exemption
provided under such paragraph by operation of para-
graph (2), such company shall divest control of each
bank it controls within 180 days after such company be-
comes a bank holding company due to the loss of such
exemption.’’

Subsec. (f)(14). Pub. L. 106–102, § 107(f), added par. (14).
Subsec. (j)(1)(A), (E). Pub. L. 106–102, § 103(c)(2)(A), in-

serted ‘‘or in any complementary activity under sub-
section (k)(1)(B) of this section’’ after ‘‘subsection (c)(8)
or (a)(2) of this section’’.

Subsec. (j)(3). Pub. L. 106–102, § 103(c)(2)(B), inserted
‘‘, other than any complementary activity under sub-
section (k)(1)(B) of this section,’’ after ‘‘to engage in
any activity’’ and ‘‘or a company engaged in any com-
plementary activity under subsection (k)(1)(B) of this
section’’ after ‘‘insured depository institution’’.

Subsecs. (k) to (o). Pub. L. 106–102, § 103(a), added sub-
secs. (k) to (o).

1996—Subsec. (c)(2). Pub. L. 104–208, § 2215, struck out
‘‘for not more than one year at a time’’ before ‘‘if, in
its judgment,’’ and substituted ‘‘and, in the case of a
bank holding company which has not disposed of such
shares within 5 years after the date on which such
shares were acquired, the Board may, upon the applica-

tion of such company, grant additional exemptions if,
in the judgment of the Board, such extension would not
be detrimental to the public interest and, either the
bank holding company has made a good faith attempt
to dispose of such shares during such 5-year period, or
the disposal of such shares during such 5-year period
would have been detrimental to the company, except
that the aggregate duration of such extensions shall
not extend beyond 10 years’’ for ‘‘but no such exten-
sions shall extend beyond a date five years’’.

Subsec. (c)(8). Pub. L. 104–208, § 2612, substituted ‘‘(and
opportunity for hearing in the case of an acquisition of
a savings association)’’ for ‘‘and opportunity for hear-
ing’’.

Subsec. (f)(3)(B)(iv). Pub. L. 104–208, § 2304(a), struck
out cl. (iv) which read as follows: ‘‘increase its assets at
an annual rate of more than 7 percent during any 12-
month period beginning after the end of the 1-year pe-
riod beginning on August 10, 1987.’’

Subsec. (i)(4) to (7). Pub. L. 104–208, § 2203(d), added
pars. (4) to (7).

Subsec. (j)(1)(A). Pub. L. 104–208, § 2208(a)(1), sub-
stituted ‘‘Except as provided in paragraph (3), no’’ for
‘‘No’’.

Subsec. (j)(3) to (7). Pub. L. 104–208, § 2208(a)(2), added
pars. (3) to (7).

1994—Subsec. (c). Pub. L. 103–325, § 346(2), struck out
before last sentence ‘‘In the event of the failure of the
Board to act on any application for an order under
paragraph (8) of this subsection within the ninety-one-
day period which begins on the date of submission to
the Board of the complete record on that application,
the application shall be deemed to have been granted.’’

Subsec. (j). Pub. L. 103–325, § 346(1), added subsec. (j).
1992—Subsec. (i)(3). Pub. L. 102–550, § 1606(h)(1),

amended directory language of Pub. L. 102–242, § 461.
See 1991 Amendment note below.

1991—Subsec. (i)(3). Pub. L. 102–242, § 461, as amended
by Pub. L. 102–550, § 1606(h)(1), added par. (3).

1989—Subsec. (f)(2)(A)(i). Pub. L. 101–73, § 604(b)(2), in-
serted reference to par. (12).

Subsec. (f)(2)(A)(ii). Pub. L. 101–73, § 603(a), amended
cl. (ii) generally. Prior to amendment, cl. (ii) read as
follows: ‘‘acquires control of more than 5 percent of the
shares or assets of an additional bank or an insured in-
stitution other than—

‘‘(I) shares acquired in a bona fide fiduciary capac-
ity;

‘‘(II) shares held temporarily pursuant to an under-
writing commitment in the normal course of an un-
derwriting business;

‘‘(III) shares held in an account solely for trading
purposes;

‘‘(IV) loans or other accounts receivable acquired in
the normal course of business; and

‘‘(V) shares or assets of an insured institution de-
scribed in paragraph (10) of this subsection; or’’.
Subsec. (f)(3)(B)(ii). Pub. L. 101–73, § 1219, added cl. (ii)

and struck out former cl. (ii) which read as follows:
‘‘offer or market products or services of an affiliate
that are not permissible for bank holding companies to
provide under subsection (c)(8) of this section, or per-
mit its products or services to be offered or marketed
by or through an affiliate (other than an affiliate that
engages only in activities permissible for bank holding
companies under subsection (c)(8) of this section), un-
less such products or services were being so offered or
marketed as of March 5, 1987, and then only in the same
manner in which they were being offered or marketed
as of that date;’’.

Subsec. (f)(10). Pub. L. 101–73, § 603(b)(1), substituted
‘‘and (ii)(VIII)’’ for ‘‘and (ii)(V)’’, and in subpar. (A) in-
serted reference to section 13(k) of the Federal Deposit
Insurance Act.

Subsec. (f)(11). Pub. L. 101–73, § 603(b)(2), added par.
(11).

Subsec. (f)(12), (13). Pub. L. 101–73, § 604(b)(1), added
pars. (12) and (13).

Subsec. (i). Pub. L. 101–73, § 601(a), added subsec. (i).
1988—Subsec. (c)(14)(A). Pub. L. 100–418, § 3402(b),

added cl. (v) and redesignated former cls. (v) and (vi) as
(vi) and (vii), respectively.
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Subsec. (c)(14)(G). Pub. L. 100–418, § 3402(a), added sub-
par. (G).

Subsec. (c)(14)(H). Pub. L. 100–418, § 3402(c), added sub-
par. (H).

1987—Pub. L. 100–86, § 509(a), repealed Pub. L. 97–320,
§ 141. See 1982 Amendment note below.

Subsec. (a)(2). Pub. L. 100–86, § 101(b), inserted at end
‘‘Notwithstanding any other provision of this para-
graph, if any company that became a bank holding
company as a result of the enactment of the Competi-
tive Equality Amendments of 1987 acquired, between
March 5, 1987, and August 10, 1987, an institution that
became a bank as a result of the enactment of such
Amendments, that company shall, upon enactment of
such Amendments, immediately come into compliance
with the requirements of this chapter.’’

Subsec. (c)(8). Pub. L. 100–86, § 502(h)(2), struck out
semicolon at end and substituted a period and following
sentences: ‘‘If an application is filed under this para-
graph in connection with an application to make an ac-
quisition pursuant to section 13(f) of the Federal De-
posit Insurance Act, the Board may dispense with the
notice and hearing requirement of this paragraph and
the Board may approve or deny the application under
this paragraph without notice or hearing. If an applica-
tion described in the preceding sentence is approved,
the Board shall publish in the Federal Register, not
later than 7 days after such approval is granted, the
order approving the application and a description of the
nonbanking activities involved in the acquisition;’’.

Subsecs. (f) to (h). Pub. L. 100–86, § 101(c), added sub-
secs. (f) to (h).

1986—Subsec. (c). Pub. L. 99–514 substituted ‘‘Internal
Revenue Code of 1986’’ for ‘‘Internal Revenue Code of
1954’’, which for purposes of codification was translated
as ‘‘title 26’’ thus requiring no change in text.

1983—Subsec. (c)(8)(F). Pub. L. 97–457, § 30(1), inserted
proviso that such a bank holding company and its sub-
sidiaries may not engage in sale of life insurance or an-
nuities except as provided in subparagraph (A), (B), or
(C).

Subsec. (c)(8)(G). Pub. L. 97–457, § 30(2), struck out
proviso that such bank holding company and its sub-
sidiaries may not engage in sale of life insurance or an-
nuities except as provided in subparagraph (A), (B), or
(C).

1982—Subsec. (a). Pub. L. 97–320, § 433(b), substituted
‘‘December 31, 1984’’ for ‘‘December 31, 1982’’.

Subsec. (c)(8). Pub. L. 97–320, §§ 118(a), 601, inserted
specification that providing insurance is not being
closely related to banking or managing or controlling
banks for purposes of this subsection, exceptions there-
to in cls. (A) through (G), and the subsequent proviso
relating to the sale of life insurance or annuities, and
inserted provisions relating to dispensation from the
notice and hearing requirement in the event of an
emergency.

Pub. L. 97–320, § 141(a)(4), which directed that, effec-
tive Oct. 13, 1986, the provisions of law amended by sec-
tion 118 of Pub. L. 97–320 shall be amended to read as
they would without such amendment, was repealed by
Pub. L. 100–86, § 509(a). See Effective and Termination
Dates of 1982 Amendment note and Extension of Emer-
gency Acquisition and Net Worth Guarantee Provisions
of Pub. L. 97–320 note set out under section 1464 of this
title.

Subsec. (c)(14). Pub. L. 97–290 added par. (14).
1980—Subsec. (a). Pub. L. 96–221 inserted provisions

relating to extension of period ending Dec. 31, 1980, to
Dec. 31, 1982.

1978—Subsec. (c). Pub. L. 95–630 substituted ‘‘The pro-
hibitions in this section shall not apply to (i) any com-
pany that was on January 4, 1977, both a bank holding
company and a labor, agricultural, or horticultural or-
ganization exempt from taxation under section 501 of
title 26, or to any labor, agricultural, or horticultural
organization to which all or substantially all of the as-
sets of such company are hereafter transferred’’ for
‘‘The prohibitions in this section shall not apply to any
bank holding company which is (i) a labor, agricul-

tural, or horticultural organization and which is ex-
empt from taxation under section 501 of title 26’’.

1977—Subsec. (c)(2). Pub. L. 95–188 substituted ‘‘shares
acquired by a bank holding company or any of its sub-
sidiaries in satisfaction of a debt previously contracted
in good faith, but such shares shall be disposed of with-
in a period of two years’’ for ‘‘shares acquired by a
bank in satisfaction of a debt previously contracted in
good faith, but such bank shall dispose of such shares
within a period of two years’’.

1970—Subsec. (a). Pub. L. 91–607, § 103(1), (2), in par. (2)
of first sentence, inserted provision respecting prohibi-
tion in the case of a company which becomes, as a re-
sult of the enactment of the Bank Holding Company
Act Amendments of 1970, a bank holding company on
the date of such enactment, after Dec. 31, 1980, sub-
stituted ‘‘engage in any activities’’ for ‘‘engage in any
business’’, designated existing provisions as cl. (A), sub-
stituting therein ‘‘and other subsidiaries authorized
under this chapter or of furnishing services to or per-
forming services for its subsidiaries’’ for ‘‘or of furnish-
ing services to or performing services for any bank of
which it owns or controls 25 per centum or more of the
voting shares’’, added cl. (B) and provisions respecting
activities of a company covered in 1970, and termi-
nation of authority for engaging in the activities, au-
thorization of bank holding company to engage in ac-
tivities through acquisition of interest in or assets of a
going concern engaged in the activities, and retention
for period of ten years ownership or control of shares in
a company carrying on the activity, where the activity
of the company has been terminated; and, in second
sentence substituted ‘‘two year period’’ for ‘‘period’’,
respectively.

Subsec. (c). Pub. L. 91–607, § 103(3), (6), designated ex-
isting provisions of text preceding par. (1) as cl. (i) and
added cl. (2), and inserted concluding text following
par. (13) deeming an application under par. (8) as grant-
ed upon failure of Board to act within prescribed period
and requiring the Board in the report to Congress to in-
clude a description and a statement of reasons for ap-
proval of each activity under par. (8), respectively.

Subsec. (c)(8). Pub. L. 91–607, § 103(4), inserted provi-
sions respecting criteria to be used for determining
whether particular activity is proper incident to bank-
ing and provision for differentiation by orders and reg-
ulations between de novo activities and going concern
activities, deleted description of company activities as
being of a financial, fiduciary, or insurance nature, spe-
cific language respecting determination on basis of
record made at the hearing, and provision respecting
the close relationship of the activities making it un-
necessary for prohibitions of this section to apply in
order to carry out the purposes of this chapter, sub-
stituted ‘‘opportunity for hearing’’ for ‘‘hearing’’, and
provided for determination by regulation.

Subsec. (c)(9). Pub. L. 91–607, § 103(5), extended exemp-
tion to company activities, substituted provision re-
specting conduct of greater part of company’s business;
outside the United States for prior provision respecting
engaging principally in the banking business outside
the United States, and conditioned exemption on Board
determination by regulation or order that the exemp-
tion would not be substantially at variance with the
purposes of this chapter and would be in the public in-
terest.

Subsec. (c)(11) to (13). Pub. L. 91–607, § 103(6), added
pars. (11) to (13).

Subsecs. (d), (e). Pub. L. 91–607, § 103(7), added subsec.
(d) and redesignated former subsec. (d) as (e).

1966—Subsec. (a). Pub. L. 89–485, § 8(a), extended until
December 31, 1978, the deadline for divestiture by bank
holding companies of their nonbanking interests in the
case of any company that has been continuously affili-
ated since May 15, 1955, with a company which was reg-
istered under the Investment Company Act of 1940,
prior to May 15, 1955, in such a manner as to constitute
an affiliated company within the meaning of that Act.

Subsec. (c). Pub. L. 89–485, § 8(b), limited the excep-
tion granted companies engaged in liquidating assets
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acquired by the bank holding company by requiring
that, to qualify for the exception, the company be en-
gaged solely in liquidating assets acquired from the
holding company and its banks or from another source
before it became subject to this chapter and not merely
engaged in the general liquidating business with only a
part of its operations performed for the holding com-
pany system, authorized the grant of one year exten-
sions up to a total of three years to the two year period
allowed for the disposal of shares acquired by a bank in
satisfaction of a debt previously contracted in good
faith, substituted reference, in par. (4), to shares held
under a trust that constitutes a company as defined in
section 1841(b) and except as provided in pars. (2) and (3)
of section 1841(g) of this title for reference to shares
held for the benefit of the shareholders of a bank hold-
ing company or any of its subsidiaries, and eliminated
the requirement that, in order to qualify for the exemp-
tion allowing a bank holding company to hold shares in
a nonbanking company, the shares do not exceed 5 per
centum of the holding company’s assets in value.

Subsec. (d). Pub. L. 89–485, § 8(c), added subsec. (d).

EFFECTIVE DATE OF 1999 AMENDMENT

Amendment by Pub. L. 106–102 effective 120 days after
Nov. 12, 1999, see section 161 of Pub. L. 106–102, set out
as a note under section 24 of this title.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, see section 2101 of Pub.
L. 95–630, set out as an Effective Date note under sec-
tion 375b of this title.

SHORT TITLE OF 1982 AMENDMENT

For short title of title II of Pub. L. 97–290 as the
‘‘Bank Export Services Act’’, see Short Title of 1982
Amendment note set out under section 1841 of this
title.

TERMINATION OF REPORTING REQUIREMENTS

For termination, effective May 15, 2000, of provisions
of law requiring submittal to Congress of any annual,
semiannual, or other regular periodic report listed in
House Document No. 103–7 (in which a report required
under subsection (c) (last sentence) of this section is
listed on page 171), see section 3003 of Pub. L. 104–66, as
amended, set out as a note under section 1113 of Title
31, Money and Finance.

REPORT TO CONGRESS ON NEW ACTIVITIES OF
FINANCIAL HOLDING COMPANIES

Pub. L. 106–102, title I, § 103(d), Nov. 12, 1999, 113 Stat.
1351, provided that:

‘‘(1) IN GENERAL.—By the end of the 4-year period be-
ginning on the date of the enactment of this Act [Nov.
12, 1999], the Board of Governors of the Federal Reserve
System and the Secretary of the Treasury shall submit
a joint report to the Congress containing a summary of
new activities, including grandfathered commercial ac-
tivities, in which any financial holding company is en-
gaged pursuant to subsection (k)(1) or (n) of section 4
of the Bank Holding Company Act of 1956 [12 U.S.C.
1843(k)(1), (n)] (as added by subsection (a)).

‘‘(2) OTHER CONTENTS.—The report submitted to the
Congress pursuant to paragraph (1) shall also contain
the following:

‘‘(A) A discussion of actions by the Board of Gov-
ernors of the Federal Reserve System and the Sec-
retary of the Treasury, whether by regulation, order,
interpretation, or guideline or by approval or dis-

approval of an application, with regard to activities
of financial holding companies that are incidental to
activities that are financial in nature or complemen-
tary to such financial activities.

‘‘(B) An analysis and discussion of the risks posed
by commercial activities of financial holding compa-
nies to the safety and soundness of affiliate deposi-
tory institutions.

‘‘(C) An analysis and discussion of the effect of
mergers and acquisitions under section 4(k) of the
Bank Holding Company Act of 1956 [12 U.S.C. 1843(k)]
on market concentration in the financial services in-
dustry.’’

CONSIDERATION OF MERCHANT BANKING ACTIVITIES BY
FINANCIAL SUBSIDIARIES

Pub. L. 106–102, title I, § 122, Nov. 12, 1999, 113 Stat.
1381, provided that: ‘‘After the end of the 5-year period
beginning on the date of the enactment of the Gramm-
Leach-Bliley Act [Nov. 12, 1999], the Board of Governors
of the Federal Reserve System and the Secretary of the
Treasury may, if appropriate, after considering—

‘‘(1) the experience with the effects of financial
modernization under this Act [see Tables for classi-
fication] and merchant banking activities of financial
holding companies;

‘‘(2) the potential effects on depository institutions
and the financial system of allowing merchant bank-
ing activities in financial subsidiaries; and

‘‘(3) other relevant facts;
jointly adopt rules that permit financial subsidiaries to
engage in merchant banking activities described in sec-
tion 4(k)(4)(H) of the Bank Holding Company Act of 1956
[12 U.S.C. 1843(k)(4)(H)], under such terms and condi-
tions as the Board of Governors of the Federal Reserve
System and the Secretary of the Treasury jointly de-
termine to be appropriate.’’

MODIFICATION OF PRIOR APPROVALS

Section 601(b) of Pub. L. 101–73 provided that: ‘‘If the
Board of Governors of the Federal Reserve System, in
approving an application by a bank holding company to
acquire a savings association, imposed any restriction
that would have been prohibited under section 4(i)(2) of
the Bank Holding Company Act of 1956 [12 U.S.C.
1843(i)(2)] (as added by subsection (a) of this section) if
that section had been in effect when the application
was approved, the Board shall modify that approval in
a manner consistent with that section.’’

EXTENSION OF EMERGENCY ACQUISITION AND NET
WORTH GUARANTEE PROVISIONS OF PUB. L. 97–320

No amendment made by section 141(a) of Pub. L.
97–320, set out as a note under section 1464 of this title,
as in effect before Aug. 10, 1987, to any other provision
of law to be deemed to have taken effect before such
date and any such provision of law to be in effect as if
no such amendment had been made before such date,
see section 509(c) of Pub. L. 100–86, set out as a note
under section 1464 of this title.

No amendment made by section 141(a) of Pub. L.
97–320, set out as a note under section 1464 of this title,
as in effect on the day before Oct. 8, 1986, to any other
provision of law to be deemed to have taken effect be-
fore such date and any such provision of law to be in ef-
fect as if no such amendment had taken effect before
such date, see section 1(c) of Pub. L. 99–452, set out as
a note under section 1464 of this title.

Section 141(a) of Pub. L. 97–320, set out as a note
under section 1464 of this title, as in effect on the day
after Aug. 27, 1986, applicable as if included in Pub. L.
97–320 on Oct. 15, 1982, with no amendment made by
such section to any other provision of law to be deemed
to have taken effect before Aug. 27, 1986, and any such
provision of law to be in effect as if no such amendment
had taken effect before Aug. 27, 1986, see section 1(c) of
Pub. L. 99–400, set out as a note under section 1464 of
this title.
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BANK EXPORT SERVICES

Section 202 of Pub. L. 97–290 provided that: ‘‘The Con-
gress hereby declares that it is the purpose of this title
[enacting section 635a–4 of this title, amending sections
372 and 1843 of this title, and enacting provisions set
out as notes under section 1843 of this title] to provide
for meaningful and effective participation by bank
holding companies, bankers’ banks, and Edge Act [12
U.S.C. 611 et seq.] corporations, in the financing and de-
velopment of export trading companies in the United
States. In furtherance of such purpose, the Congress in-
tends that, in implementing its authority under section
4(c)(14) of the Bank Holding Company Act of 1956 [sub-
sec. (c)(14) of this section] the Board of Governors of
the Federal Reserve System should pursue regulatory
policies that—

‘‘(1) provide for the establishment of export trading
companies with powers sufficiently broad to enable
them to complete with similar foreign-owned institu-
tions in the United States and abroad;

‘‘(2) afford to United States commerce, industry,
and agriculture, especially small- and medium-size
firms, a means of exporting at all times;

‘‘(3) foster the participation by regional and smaller
banks in the development of export trading compa-
nies; and

‘‘(4) facilitate the formation of joint venture export
trading companies between bank holding companies
and nonbank firms that provide for the efficient com-
bination of complementary trade and financing serv-
ices designed to create export trading companies that
can handle all of an exporting company’s needs.’’

REPORT TO CONGRESS BY FEDERAL RESERVE BOARD
REGARDING CHANGES IN FINANCING OF UNITED
STATES EXPORTS

Section 205 of Pub. L. 97–290 required Federal Reserve
Board, within two years after Oct. 8, 1982, to report to
Congress its recommendations with respect to imple-
mentation of this section, on any changes in United
States law to facilitate financing of United States ex-
ports, and on effects of ownership of United States
banks by foreign banking organizations affiliated with
trading companies doing business in United States.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 24a, 371c, 635a–4,
1467a, 1815, 1828b, 1841, 1844, 1849, 1864, 1972, 2903, 3105,
3106, 3401 of this title; title 15 sections 18a, 78c, 78q, 6809;
title 31 section 5318.

§ 1844. Administration

(a) Registration of bank holding company
Within one hundred and eighty days after May

9, 1956, or within one hundred and eighty days
after becoming a bank holding company, which-
ever is later, each bank holding company shall
register with the Board on forms prescribed by
the Board, which shall include such information
with respect to the financial condition and oper-
ations, management, and intercompany rela-
tionships of the bank holding company and its
subsidiaries, and related matters, as the Board
may deem necessary or appropriate to carry out
the purposes of this chapter. The Board may, in
its discretion, extend the time within which a
bank holding company shall register and file the
requisite information. A declaration filed in ac-
cordance with section 1843(l)(1)(C) of this title
shall satisfy the requirements of this subsection
with regard to the registration of a bank holding
company but not any requirement to file an ap-
plication to acquire a bank pursuant to section
1842 of this title.

(b) Regulations and orders
The Board is authorized to issue such regula-

tions and orders as may be necessary to enable
it to administer and carry out the purposes of
this chapter and prevent evasions thereof.

(c) Reports and examinations
(1) Reports

(A) In general
The Board, from time to time, may require

a bank holding company and any subsidiary
of such company to submit reports under
oath to keep the Board informed as to—

(i) its financial condition, systems for
monitoring and controlling financial and
operating risks, and transactions with de-
pository institution subsidiaries of the
bank holding company; and

(ii) compliance by the company or sub-
sidiary with applicable provisions of this
chapter or any other Federal law that the
Board has specific jurisdiction to enforce
against such company or subsidiary.

(B) Use of existing reports
(i) In general

For purposes of compliance with this
paragraph, the Board shall, to the fullest
extent possible, accept—

(I) reports that a bank holding com-
pany or any subsidiary of such company
has provided or been required to provide
to other Federal or State supervisors or
to appropriate self-regulatory organiza-
tions;

(II) information that is otherwise re-
quired to be reported publicly; and

(III) externally audited financial state-
ments.

(ii) Availability
A bank holding company or a subsidiary

of such company shall provide to the
Board, at the request of the Board, a re-
port referred to in clause (i).

(iii) Reports filed with other agencies
(I) In general

In the event that the Board requires a
report under this subsection from a func-
tionally regulated subsidiary of a bank
holding company of a kind that is not re-
quired by another Federal or State regu-
latory authority or an appropriate self-
regulatory organization, the Board shall
first request that the appropriate regu-
latory authority or self-regulatory orga-
nization obtain such report.

(II) Availability from other subsidiary
If the report is not made available to

the Board, and the report is necessary to
assess a material risk to the bank hold-
ing company or any of its depository in-
stitution subsidiaries or compliance with
this chapter or any other Federal law
that the Board has specific jurisdiction
to enforce against such company or sub-
sidiary or the systems described in para-
graph (2)(A)(ii)(II), the Board may re-
quire such functionally regulated sub-
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sidiary to provide such a report to the
Board.

(2) Examinations
(A) Examination authority for bank holding

companies and subsidiaries
Subject to subparagraph (B), the Board

may make examinations of each bank hold-
ing company and each subsidiary of such
holding company in order—

(i) to inform the Board of the nature of
the operations and financial condition of
the holding company and such subsidi-
aries;

(ii) to inform the Board of—
(I) the financial and operational risks

within the holding company system that
may pose a threat to the safety and
soundness of any depository institution
subsidiary of such holding company; and

(II) the systems for monitoring and
controlling such risks; and

(iii) to monitor compliance with the pro-
visions of this chapter or any other Fed-
eral law that the Board has specific juris-
diction to enforce against such company
or subsidiary and those governing trans-
actions and relationships between any de-
pository institution subsidiary and its af-
filiates.

(B) Functionally regulated subsidiaries
Notwithstanding subparagraph (A), the

Board may make examinations of a func-
tionally regulated subsidiary of a bank hold-
ing company only if—

(i) the Board has reasonable cause to be-
lieve that such subsidiary is engaged in ac-
tivities that pose a material risk to an af-
filiated depository institution;

(ii) the Board reasonably determines,
after reviewing relevant reports, that ex-
amination of the subsidiary is necessary to
adequately inform the Board of the sys-
tems described in subparagraph (A)(ii)(II);
or

(iii) based on reports and other available
information, the Board has reasonable
cause to believe that a subsidiary is not in
compliance with this chapter or any other
Federal law that the Board has specific ju-
risdiction to enforce against such subsidi-
ary, including provisions relating to trans-
actions with an affiliated depository insti-
tution, and the Board cannot make such
determination through examination of the
affiliated depository institution or the
bank holding company.

(C) Restricted focus of examinations
The Board shall, to the fullest extent pos-

sible, limit the focus and scope of any exam-
ination of a bank holding company to—

(i) the bank holding company; and
(ii) any subsidiary of the bank holding

company that could have a materially ad-
verse effect on the safety and soundness of
any depository institution subsidiary of
the holding company due to—

(I) the size, condition, or activities of
the subsidiary; or

(II) the nature or size of transactions
between the subsidiary and any deposi-
tory institution that is also a subsidiary
of the bank holding company.

(D) Deference to bank examinations
The Board shall, to the fullest extent pos-

sible, for the purposes of this paragraph, use
the reports of examinations of depository in-
stitutions made by the appropriate Federal
and State depository institution supervisory
authority.
(E) Deference to other examinations

The Board shall, to the fullest extent pos-
sible, forego an examination by the Board
under this paragraph and instead review the
reports of examination made of—

(i) any registered broker or dealer by or
on behalf of the Securities and Exchange
Commission;

(ii) any registered investment adviser
properly registered by or on behalf of ei-
ther the Securities and Exchange Commis-
sion or any State;

(iii) any licensed insurance company by
or on behalf of any State regulatory au-
thority responsible for the supervision of
insurance companies; and

(iv) any other subsidiary that the Board
finds to be comprehensively supervised by
a Federal or State authority.

(3) Capital
(A) In general

The Board may not, by regulation, guide-
line, order, or otherwise, prescribe or impose
any capital or capital adequacy rules, guide-
lines, standards, or requirements on any
functionally regulated subsidiary of a bank
holding company that—

(i) is not a depository institution; and
(ii) is—

(I) in compliance with the applicable
capital requirements of its Federal regu-
latory authority (including the Securi-
ties and Exchange Commission) or State
insurance authority;

(II) properly registered as an invest-
ment adviser under the Investment Ad-
visers Act of 1940 [15 U.S.C. 80b–1 et seq.],
or with any State; or

(III) is licensed as an insurance agent
with the appropriate State insurance au-
thority.

(B) Rule of construction
Subparagraph (A) shall not be construed as

preventing the Board from imposing capital
or capital adequacy rules, guidelines, stand-
ards, or requirements with respect to—

(i) activities of a registered investment
adviser other than with respect to invest-
ment advisory activities or activities inci-
dental to investment advisory activities;
or

(ii) activities of a licensed insurance
agent other than insurance agency activi-
ties or activities incidental to insurance
agency activities.

(C) Limitations on indirect action
In developing, establishing, or assessing

bank holding company capital or capital
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adequacy rules, guidelines, standards, or re-
quirements for purposes of this paragraph,
the Board may not take into account the ac-
tivities, operations, or investments of an af-
filiated investment company registered
under the Investment Company Act of 1940
[15 U.S.C. 80a–1 et seq.], unless the invest-
ment company is—

(i) a bank holding company; or
(ii) controlled by a bank holding com-

pany by reason of ownership by the bank
holding company (including through all of
its affiliates) of 25 percent or more of the
shares of the investment company, and the
shares owned by the bank holding com-
pany have a market value equal to more
than $1,000,000.

(4) Functional regulation of securities and in-
surance activities

(A) Securities activities
Securities activities conducted in a func-

tionally regulated subsidiary of a depository
institution shall be subject to regulation by
the Securities and Exchange Commission,
and by relevant State securities authorities,
as appropriate, subject to section 6701 of
title 15, to the same extent as if they were
conducted in a nondepository institution
subsidiary of a bank holding company.
(B) Insurance activities

Subject to section 6701 of title 15, insur-
ance agency and brokerage activities and ac-
tivities as principal conducted in a function-
ally regulated subsidiary of a depository in-
stitution shall be subject to regulation by a
State insurance authority to the same ex-
tent as if they were conducted in a non-
depository institution subsidiary of a bank
holding company.

(5) Definition
For purposes of this subsection, the term

‘‘functionally regulated subsidiary’’ means
any company—

(A) that is not a bank holding company or
a depository institution; and

(B) that is—
(i) a broker or dealer that is registered

under the Securities Exchange Act of 1934
[15 U.S.C. 78a et seq.];

(ii) a registered investment adviser,
properly registered by or on behalf of ei-
ther the Securities and Exchange Commis-
sion or any State, with respect to the in-
vestment advisory activities of such in-
vestment adviser and activities incidental
to such investment advisory activities;

(iii) an investment company that is reg-
istered under the Investment Company Act
of 1940 [15 U.S.C. 80a–1 et seq.];

(iv) an insurance company, with respect
to insurance activities of the insurance
company and activities incidental to such
insurance activities, that is subject to su-
pervision by a State insurance regulator;
or

(v) an entity that is subject to regula-
tion by the Commodity Futures Trading
Commission, with respect to the commod-
ities activities of such entity and activi-

ties incidental to such commodities activi-
ties.

(d) Reports to the Congress; recommendations
Before the expiration of two years following

May 9, 1956, and each year thereafter in the
Board’s annual report to the Congress, the
Board shall report to the Congress the results of
the administration of this chapter, stating what,
if any, substantial difficulties have been encoun-
tered in carrying out the purposes of this chap-
ter, and any recommendations as to changes in
the law which in the opinion of the Board would
be desirable.
(e) Termination of activities or ownership or

control of nonbank subsidiaries constituting
serious risk

(1) Notwithstanding any other provision of
this chapter, the Board may, whenever it has
reasonable cause to believe that the continu-
ation by a bank holding company of any activ-
ity or of ownership or control of any of its
nonbank subsidiaries, other than a nonbank sub-
sidiary of a bank, constitutes a serious risk to
the financial safety, soundness, or stability of a
bank holding company subsidiary bank and is
inconsistent with sound banking principles or
with the purposes of this chapter or with the Fi-
nancial Institutions Supervisory Act of 1966, at
the election of the bank holding company—

(A) order the bank holding company or any
such nonbank subsidiaries, after due notice
and opportunity for hearing, and after consid-
ering the views of the bank’s primary super-
visor, which shall be the Comptroller of the
Currency in the case of a national bank or the
Federal Deposit Insurance Corporation and
the appropriate State supervisory authority in
the case of an insured nonmember bank, to
terminate such activities or to terminate
(within one hundred and twenty days or such
longer period as the Board may direct in un-
usual circumstances) its ownership or control
of any such subsidiary either by sale or by dis-
tribution of the shares of the subsidiary to the
shareholders of the bank holding company; or

(B) order the bank holding company, after
due notice and opportunity for hearing, and
after consultation with the primary supervisor
for the bank, which shall be the Comptroller
of the Currency in the case of a national bank,
and the Federal Deposit Insurance Corpora-
tion and the appropriate State supervisor in
the case of an insured nonmember bank, to
terminate (within 120 days or such longer pe-
riod as the Board may direct) the ownership or
control of any such bank by such company.

The distribution referred to in subparagraph (A)
shall be pro rata with respect to all of the share-
holders of the distributing bank holding com-
pany, and the holding company shall not make
any charge to its shareholders arising out of
such a distribution.

(2) The Board may in its discretion apply to
the United States district court within the juris-
diction of which the principal office of the hold-
ing company is located, for the enforcement of
any effective and outstanding order issued under
this section, and such court shall have jurisdic-
tion and power to order and require compliance
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1 So in original. Probably should be ‘‘materially’’.

therewith, but except as provided in section 1848
of this title, no court shall have jurisdiction to
affect by injunction or otherwise the issuance or
enforcement of any notice or order under this
section, or to review, modify, suspend, termi-
nate, or set aside any such notice or order.
(f) Powers of Board respecting applications, ex-

aminations, or other proceedings
In the course of or in connection with an ap-

plication, examination, investigation or other
proceeding under this chapter, the Board, or any
member or designated representative thereof,
including any person designated to conduct any
hearing under this chapter, shall have the power
to administer oaths and affirmations, to take or
cause to be taken depositions, and to issue, re-
voke, quash, or modify subpenas and subpenas
duces tecum; and the Board is empowered to
make rules and regulations to effectuate the
purposes of this subsection. The attendance of
witnesses and the production of documents pro-
vided for in this subsection may be required
from any place in any State or in any territory
or other place subject to the jurisdiction of the
United States at any designated place where
such proceeding is being conducted. Any party
to proceedings under this chapter may apply to
the United States District Court for the District
of Columbia, or the United States district court
for the judicial district or the United States
court in any territory in which such proceeding
is being conducted or where the witness resides
or carries on business, for the enforcement of
any subpena or subpena duces tecum issued pur-
suant to this subsection, and such courts shall
have jurisdiction and power to order and require
compliance therewith. Witnesses subpenaed
under this subsection shall be paid the same fees
and mileage that are paid witnesses in the dis-
trict courts of the United States. Any service re-
quired under this subsection may be made by
registered mail, or in such other manner reason-
ably calculated to give actual notice as the
Board may by regulation or otherwise provide.
Any court having jurisdiction of any proceeding
instituted under this subsection may allow to
any such party such reasonable expenses and at-
torneys’ fees as it deems just and proper. Any
person who willfully shall fail or refuse to at-
tend and testify or to answer any lawful inquiry
or to produce books, papers, correspondence,
memoranda, contracts, agreements, or other
records, if in such person’s power so to do, in
obedience to the subpena of the Board, shall be
guilty of a misdemeanor and, upon conviction,
shall be subject to a fine of not more than $1,000
or to imprisonment for a term of not more than
one year or both.
(g) Authority of State insurance regulator and

the Securities and Exchange Commission
(1) In general

Notwithstanding any other provision of law,
any regulation, order, or other action of the
Board that requires a bank holding company
to provide funds or other assets to a subsidiary
depository institution shall not be effective
nor enforceable with respect to an entity de-
scribed in subparagraph (A) if—

(A) such funds or assets are to be provided
by—

(i) a bank holding company that is an in-
surance company, a broker or dealer reg-
istered under the Securities Exchange Act
of 1934 [15 U.S.C. 78a et seq.], an invest-
ment company registered under the In-
vestment Company Act of 1940 [15 U.S.C.
80a–1 et seq.], or an investment adviser
registered by or on behalf of either the Se-
curities and Exchange Commission or any
State; or

(ii) an affiliate of the depository institu-
tion that is an insurance company or a
broker or dealer registered under the Secu-
rities Exchange Act of 1934, an investment
company registered under the Investment
Company Act of 1940, or an investment ad-
viser registered by or on behalf of either
the Securities and Exchange Commission
or any State; and

(B) the State insurance authority for the
insurance company or the Securities and Ex-
change Commission for the registered
broker, dealer, investment adviser (solely
with respect to investment advisory activi-
ties or activities incidental thereto), or in-
vestment company, as the case may be, de-
termines in writing sent to the holding com-
pany and the Board that the holding com-
pany shall not provide such funds or assets
because such action would have a material 1

adverse effect on the financial condition of
the insurance company or the broker, deal-
er, investment company, or investment ad-
viser, as the case may be.

(2) Notice to State insurance authority or SEC
required

If the Board requires a bank holding com-
pany, or an affiliate of a bank holding com-
pany, that is an insurance company or a
broker, dealer, investment company, or in-
vestment adviser described in paragraph (1)(A)
to provide funds or assets to a depository in-
stitution subsidiary of the holding company
pursuant to any regulation, order, or other ac-
tion of the Board referred to in paragraph (1),
the Board shall promptly notify the State in-
surance authority for the insurance company,
the Securities and Exchange Commission, or
State securities regulator, as the case may be,
of such requirement.

(3) Divestiture in lieu of other action
If the Board receives a notice described in

paragraph (1)(B) from a State insurance au-
thority or the Securities and Exchange Com-
mission with regard to a bank holding com-
pany or affiliate referred to in that paragraph,
the Board may order the bank holding com-
pany to divest the depository institution not
later than 180 days after receiving the notice,
or such longer period as the Board determines
consistent with the safe and sound operation
of the depository institution.

(4) Conditions before divestiture
During the period beginning on the date an

order to divest is issued by the Board under
paragraph (3) to a bank holding company and
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ending on the date the divestiture is com-
pleted, the Board may impose any conditions
or restrictions on the holding company’s own-
ership or operation of the depository institu-
tion, including restricting or prohibiting
transactions between the depository institu-
tion and any affiliate of the institution, as are
appropriate under the circumstances.

(5) Rule of construction
No provision of this subsection may be con-

strued as limiting or otherwise affecting, ex-
cept to the extent specifically provided in this
subsection, the regulatory authority, includ-
ing the scope of the authority, of any Federal
agency or department with regard to any en-
tity that is within the jurisdiction of such
agency or department.

(May 9, 1956, ch. 240, § 5, 70 Stat. 137; Pub. L.
95–630, title I, §§ 105(a), 106(b), Nov. 10, 1978, 92
Stat. 3646, 3648; Pub. L. 106–102, title I, §§ 111,
112(a), 116, Nov. 12, 1999, 113 Stat. 1362, 1366, 1372.)

REFERENCES IN TEXT

The Investment Advisers Act of 1940, referred to in
subsec. (c)(3)(A)(ii)(II), is title II of act Aug. 22, 1940, ch.
686, 54 Stat. 847, as amended, which is classified gener-
ally to subchapter II (§ 80b–1 et seq.) of chapter 2D of
Title 15, Commerce and Trade. For complete classifica-
tion of this Act to the Code, see section 80b–20 of Title
15 and Tables.

The Investment Company Act of 1940, referred to in
subsecs. (c)(3)(C), (5)(B)(iii) and (g)(1)(A), is title I of act
Aug. 22, 1940, ch. 686, 54 Stat. 789, as amended, which is
classified generally to subchapter I (§ 80a–1 et seq.) of
chapter 2D of Title 15, Commerce and Trade. For com-
plete classification of this Act to the Code, see section
80a–51 of Title 15 and Tables.

The Securities Exchange Act of 1934, referred to in
subsecs. (c)(5)(B)(i) and (g)(1)(A), is act June 6, 1934, ch.
404, 48 Stat. 881, as amended, which is classified prin-
cipally to chapter 2B (§ 78a et seq.) of Title 15, Com-
merce and Trade. For complete classification of this
Act to the Code, see section 78a of Title 15 and Tables.

The Financial Institutions Supervisory Act of 1966,
referred to in subsec. (e)(1), is Pub. L. 89–695, Oct. 16,
1966, 80 Stat. 1028. For complete classification of this
Act to the Code, see Short Title of 1966 Amendment
note set out under section 1464 of this title and Tables.

AMENDMENTS

1999—Subsec. (a). Pub. L. 106–102, § 116(a), inserted at
end ‘‘A declaration filed in accordance with section
1843(l)(1)(C) of this title shall satisfy the requirements
of this subsection with regard to the registration of a
bank holding company but not any requirement to file
an application to acquire a bank pursuant to section
1842 of this title.’’

Subsec. (c). Pub. L. 106–102, § 111, inserted heading and
amended text of subsec. (c) generally. Prior to amend-
ment, text read as follows: ‘‘The Board from time to
time may require reports under oath to keep it in-
formed as to whether the provisions of this chapter and
such regulations and orders issued thereunder have
been complied with; and the Board may make examina-
tions of each bank holding company and each subsidi-
ary thereof, the cost of which shall be assessed against,
and paid by, such holding company. The Board shall, as
far as possible, use the report of examinations made by
the Comptroller of the Currency, the Federal Deposit
Insurance Corporation, or the appropriate State bank
supervisory authority for the purposes of this section.’’

Subsec. (e)(1). Pub. L. 106–102, § 116(b), in first sen-
tence, substituted ‘‘Financial Institutions Supervisory
Act of 1966, at the election of the bank holding com-
pany—’’ along with subpar. (A) designation and ‘‘order’’

for ‘‘Financial Institutions Supervisory Act of 1966,
order’’ and ‘‘shareholders of the bank holding company;
or’’ along with subpar. (B) for ‘‘shareholders of the
bank holding company.’’, designated second sentence as
concluding provisions, and substituted ‘‘The distribu-
tion referred to in subparagraph (A)’’ for ‘‘Such dis-
tribution’’.

Subsec. (g). Pub. L. 106–102, § 112(a), added subsec. (g).
1978—Subsec. (e). Pub. L. 95–630, § 105(a), added subsec.

(e).
Subsec. (f). Pub. L. 95–630, § 106(b), added subsec. (f).

EFFECTIVE DATE OF 1999 AMENDMENT

Amendment by Pub. L. 106–102 effective 120 days after
Nov. 12, 1999, see section 161 of Pub. L. 106–102, set out
as a note under section 24 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, see section 2101 of Pub.
L. 95–630, set out as an Effective Date note under sec-
tion 375b of this title.

TERMINATION OF REPORTING REQUIREMENTS

For termination, effective May 15, 2000, of provisions
of law requiring submittal to Congress of any annual,
semiannual, or other regular periodic report listed in
House Document No. 103–7 (in which a report required
under subsection (d) of this section is listed on page
171), see section 3003 of Pub. L. 104–66, as amended, set
out as a note under section 1113 of Title 31, Money and
Finance.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1828, 1831v, 1841,
1843, 1848a of this title; title 7 section 6f.

§ 1845. Repealed. Pub. L. 89�485, § 9, July 1, 1966,
80 Stat. 240

Section, act May 9, 1956, ch. 240, § 6, 70 Stat. 137, pro-
hibited any subsidiary bank from lending to or invest-
ing in its parent holding company or a fellow subsidi-
ary bank. See section 371c of this title.

§ 1846. Reservation of rights to States

(a) In general
No provision of this chapter shall be construed

as preventing any State from exercising such
powers and jurisdiction which it now has or may
hereafter have with respect to companies,
banks, bank holding companies, and subsidiaries
thereof.

(b) State taxation authority not affected
No provision of this chapter shall be construed

as affecting the authority of any State or politi-
cal subdivision of any State to adopt, apply, or
administer any tax or method of taxation to any
bank, bank holding company, or foreign bank,
or any affiliate of any bank, bank holding com-
pany, or foreign bank, to the extent that such
tax or tax method is otherwise permissible by or
under the Constitution of the United States or
other Federal law.

(May 9, 1956, ch. 240, § 7, 70 Stat. 138; Pub. L.
100–86, title I, § 101(f), Aug. 10, 1987, 101 Stat. 563;
Pub. L. 103–328, title I, § 101(b), Sept. 29, 1994, 108
Stat. 2341.)

AMENDMENTS

1994—Pub. L. 103–328 designated existing provisions as
subsec. (a), inserted heading, and added subsec. (b).

1987—Pub. L. 100–86 substituted ‘‘No provision of this
chapter shall’’ for ‘‘The enactment by the Congress of
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this chapter shall not’’ and inserted ‘‘companies,’’ be-
fore ‘‘banks,’’.

EFFECTIVE DATE OF 1994 AMENDMENT

Amendment by Pub. L. 103–328 effective at end of 1-
year period beginning on Sept. 29, 1994, see section
101(e) of Pub. L. 103–328, set out as a note under section
1828 of this title.

§ 1847. Penalties

(a) Criminal penalty
(1) Whoever knowingly violates any provi-

sion of this chapter or, being a company, vio-
lates any regulation or order issued by the
Board under this chapter, shall be imprisoned
not more than 1 year, fined not more than
$100,000 per day for each day during which the
violation continues, or both.

(2) Whoever, with the intent to deceive, de-
fraud, or profit significantly, knowingly vio-
lates any provision of this chapter shall be im-
prisoned not more than 5 years, fined not more
than $1,000,000 per day for each day during
which the violation continues, or both.

Every officer, director, agent, and employee of a
bank holding company shall be subject to the
same penalties for false entries in any book, re-
port, or statement of such bank holding com-
pany as are applicable to officers, directors,
agents, and employees of member banks for false
entries in any books, reports, or statements of
member banks under section 1005 of title 18.
(b) Civil money penalty

(1) Penalty
Any company which violates, and any indi-

vidual who participates in a violation of, any
provision of this chapter, or any regulation or
order issued pursuant thereto, shall forfeit and
pay a civil penalty of not more than $25,000 for
each day during which such violation con-
tinues.
(2) Assessment; etc.

Any penalty imposed under paragraph (1)
may be assessed and collected by the Board in
the manner provided in subparagraphs (E), (F),
(G), and (I) of section 1818(i)(2) of this title for
penalties imposed (under such section) and
any such assessment shall be subject to the
provisions of such section.
(3) Hearing

The company or other person against whom
any penalty is assessed under this subsection
shall be afforded an agency hearing if such as-
sociation or person submits a request for such
hearing within 20 days after the issuance of
the notice of assessment. Section 1818(h) of
this title shall apply to any proceeding under
this subsection.
(4) Disbursement

All penalties collected under authority of
this subsection shall be deposited into the
Treasury.
(5) ��Violate�� defined

For purposes of this section, the term ‘‘vio-
late’’ includes any action (alone or with an-
other or others) for or toward causing, bring-
ing about, participating in, counseling, or aid-
ing or abetting a violation.

(6) Regulations
The Board shall prescribe regulations estab-

lishing such procedures as may be necessary to
carry out this subsection.

(c) Notice under this section after separation
from service

The resignation, termination of employment
or participation, or separation of an institution-
affiliated party (within the meaning of section
1813(u) of this title) with respect to a bank hold-
ing company (including a separation caused by
the deregistration of such a company) shall not
affect the jurisdiction and authority of the
Board to issue any notice and proceed under this
section against any such party, if such notice is
served before the end of the 6-year period begin-
ning on the date such party ceased to be such a
party with respect to such holding company
(whether such date occurs before, on, or after
August 9, 1989).

(d) Penalty for failure to make reports
(1) First tier

Any company which—
(A) maintains procedures reasonably

adapted to avoid any inadvertent error and,
unintentionally and as a result of such an
error—

(i) fails to make, submit, or publish such
reports or information as may be required
under this chapter or under regulations
prescribed by the Board pursuant to this
chapter, within the period of time speci-
fied by the Board; or

(ii) submits or publishes any false or
misleading report or information; or

(B) inadvertently transmits or publishes
any report which is minimally late,

shall be subject to a penalty of not more than
$2,000 for each day during which such failure
continues or such false or misleading informa-
tion is not corrected. The company shall have
the burden of proving that an error was inad-
vertent and that a report was inadvertently
transmitted or published late.

(2) Second tier
Any company which—

(A) fails to make, submit, or publish such
reports or information as may be required
under this chapter or under regulations pre-
scribed by the Board pursuant to this chap-
ter, within the period of time specified by
the Board; or

(B) submits or publishes any false or mis-
leading report or information,

in a manner not described in paragraph (1)
shall be subject to a penalty of not more than
$20,000 for each day during which such failure
continues or such false or misleading informa-
tion is not corrected.

(3) Third tier
Notwithstanding paragraph (2), if any com-

pany knowingly or with reckless disregard for
the accuracy of any information or report de-
scribed in paragraph (2) submits or publishes
any false or misleading report or information,
the Board may, in its discretion, assess a pen-
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alty of not more than $1,000,000 or 1 percent of
total assets of such company, whichever is
less, per day for each day during which such
failure continues or such false or misleading
information is not corrected.
(4) Assessment; etc.

Any penalty imposed under paragraph (1),
(2), or (3) shall be assessed and collected by the
Board in the manner provided in subsection (b)
of this section (for penalties imposed under
such subsection) and any such assessment (in-
cluding the determination of the amount of
the penalty) shall be subject to the provisions
of such subsection.
(5) Hearing

Any company against which any penalty is
assessed under this subsection shall be af-
forded an agency hearing if such company sub-
mits a request for such hearing within 20 days
after the issuance of the notice of assessment.
Section 1818(h) of this title shall apply to any
proceeding under this subsection.

(May 9, 1956, ch. 240, § 8, 70 Stat. 138; Pub. L.
95–630, title I, § 106(a), Nov. 10, 1978, 92 Stat. 3647;
Pub. L. 97–320, title IV, § 424(a), (d)(4), Oct. 15,
1982, 96 Stat. 1522, 1523; Pub. L. 101–73, title IX,
§§ 905(i), 907(j), 911(e), Aug. 9, 1989, 103 Stat. 461,
475, 481.)

AMENDMENTS

1989—Subsec. (a). Pub. L. 101–73, § 907(j)(1), substituted
heading and pars. (1) and (2) for first two sentences
which read as follows: ‘‘Any company which willfully
violates any provision of this chapter, or any regula-
tion or order issued by the Board pursuant thereto,
shall upon conviction be fined not more than $1,000 for
each day during which the violation continues. Any in-
dividual who willfully participates in a violation of any
provision of this chapter shall upon conviction be fined
not more than $10,000 or imprisoned not more than one
year, or both.’’

Subsec. (b). Pub. L. 101–73, § 907(j)(2), added headings
and amended text generally. Prior to amendment, sub-
sec. (b) read as follows:

‘‘(1) Any company which violates or any individual
who participates in a violation of any provision of this
chapter, or any regulation or order issued pursuant
thereto, shall forfeit and pay a civil penalty of not
more than $1,000 per day for each day during which
such violation continues: Provided, That the Board
may, in its discretion, compromise, modify, or remit
any civil money penalty which is subject to imposition
or has been imposed under authority of this subsection.
The penalty may be assessed and collected by the
Board by written notice. As used in the section, the
term ‘violates’ includes without any limitation any ac-
tion (alone or with another or others) for or toward
causing, bringing about, participating in, counseling,
or aiding or abetting a violation.

‘‘(2) In determining the amount of the penalty the
Board shall take into account the appropriateness of
the penalty with respect to the size of financial re-
sources and good faith of the company or person
charged, the gravity of the violation, the history of
previous violations, and such other matters as justice
may require.

‘‘(3) The company or person assessed shall be afforded
an opportunity for agency hearing, upon request made
within ten days after issuance of the notice of assess-
ment. In such hearing all issues shall be determined on
the record pursuant to section 554 of title 5. The agency
determination shall be made by final order which may
be reviewed only as provided in section 1848 of this
title. If no hearing is requested as herein provided, the

assessment shall constitute a final and unappealable
order.

‘‘(4) If any company or person fails to pay an assess-
ment after it has become a final and unappealable
order, or after the court of appeals has entered final
judgment in favor of the Board, the Board shall refer
the matter to the Attorney General, who shall recover
the amount assessed by action in the appropriate
United States district court. In such action the validity
and appropriateness of the final order imposing the
penalty shall not be subject to review.

‘‘(5) The Board shall promulgate regulations estab-
lishing procedures necessary to implement this sub-
section.

‘‘(6) All penalties collected under authority of this
subsection shall be covered into the Treasury of the
United States.’’

Subsec. (c). Pub. L. 101–73, § 905(i), added subsec. (c).
Subsec. (d). Pub. L. 101–73, § 911(e), added subsec. (d).
1982—Subsec. (b)(1). Pub. L. 97–320 inserted proviso

giving the Board discretionary authority to com-
promise, etc., any civil money penalty imposed under
this subsection, and substituted ‘‘may be assessed’’ for
‘‘shall be assessed’’.

1978—Pub. L. 95–630 designated existing provisions as
subsec. (a) and added subsec. (b).

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by section 907(j) of Pub. L. 101–73 applica-
ble to conduct engaged in after Aug. 9, 1989, except that
increased maximum penalties of $5,000 and $25,000 may
apply to conduct engaged in before such date if such
conduct is not already subject to a notice issued by the
appropriate agency and occurred after completion of
the last report of the examination of the institution by
the appropriate agency occurring before Aug. 9, 1989,
see section 907(l) of Pub. L. 101–73, set out as a note
under section 93 of this title.

Amendment by section 911(e) of Pub. L. 101–73 appli-
cable with respect to reports filed or required to be
filed after Aug. 9, 1989, see section 911(i) of Pub. L.
101–73, set out as a note under section 161 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630, relating to imposition
of civil penalties, applicable to violations occurring or
continuing after Nov. 10, 1978, see section 109 of Pub. L.
95–630, set out as a note under section 93 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 15 sections 78o–5,
78q.

§ 1848. Judicial review

Any party aggrieved by an order of the Board
under this chapter may obtain a review of such
order in the United States Court of Appeals
within any circuit wherein such party has its
principal place of business or in the Court of Ap-
peals in the District of Columbia, by filing in
the court, within thirty days after the entry of
the Board’s order, a petition praying that the
order of the Board be set aside. A copy of such
petition shall be forthwith transmitted to the
Board by the clerk of the court, and thereupon
the Board shall file in the court the record made
before the Board, as provided in section 2112 of
title 28. Upon the filing of such petition the
court shall have the jurisdiction to affirm, set
aside, or modify the order of the Board and to
require the Board to take such action with re-
gard to the matter under review as the court
deems proper. The findings of the Board as to
the facts, if supported by substantial evidence,
shall be conclusive.

(May 9, 1956, ch. 240, § 9, 70 Stat. 138; Pub. L.
85–791, § 34, Aug. 28, 1958, 72 Stat. 951; Pub. L.
89–485, § 10, July 1, 1966, 80 Stat. 240.)
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AMENDMENTS

1966—Pub. L. 89–485 reduced from 60 to 30 days the pe-
riod allowed for the filing of a petition to obtain judi-
cial review of a Board order.

1958—Pub. L. 85–791 substituted, in second sentence,
‘‘transmitted to the Board by the clerk of the court,
and thereupon the Board shall file in the court the
record made before the Board, as provided in section
2112 of title 28’’ for ‘‘served upon the Board, and there-
upon the Board shall certify and file in the court a
transcript of the record made before the Board’’, and in
third sentence, ‘‘such petition’’ for ‘‘the transcript’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1844, 1850 of this
title.

§ 1848a. Limitation on rulemaking, prudential,
supervisory, and enforcement authority of
the Board

(a) Limitation on direct action
The Board may not prescribe regulations,

issue or seek entry of orders, impose restraints,
restrictions, guidelines, requirements, safe-
guards, or standards, or otherwise take any ac-
tion under or pursuant to any provision of this
chapter or section 1818 of this title against or
with respect to a functionally regulated subsidi-
ary of a bank holding company unless—

(1) the action is necessary to prevent or re-
dress an unsafe or unsound practice or breach
of fiduciary duty by such subsidiary that poses
a material risk to—

(A) the financial safety, soundness, or sta-
bility of an affiliated depository institution;
or

(B) the domestic or international payment
system; and

(2) the Board finds that it is not reasonably
possible to protect effectively against the ma-
terial risk at issue through action directed at
or against the affiliated depository institution
or against depository institutions generally.

(b) Limitation on indirect action
The Board may not prescribe regulations,

issue or seek entry of orders, impose restraints,
restrictions, guidelines, requirements, safe-
guards, or standards, or otherwise take any ac-
tion under or pursuant to any provision of this
chapter or section 1818 of this title against or
with respect to a bank holding company that re-
quires the bank holding company to require a
functionally regulated subsidiary of the holding
company to engage, or to refrain from engaging,
in any conduct or activities unless the Board
could take such action directly against or with
respect to the functionally regulated subsidiary
in accordance with subsection (a) of this section.
(c) Actions specifically authorized

Notwithstanding subsection (a) or (b) of this
section, the Board may take action under this
chapter or section 1818 of this title to enforce
compliance by a functionally regulated subsidi-
ary of a bank holding company with any Federal
law that the Board has specific jurisdiction to
enforce against such subsidiary.
(d) Functionally regulated subsidiary defined

For purposes of this section, the term ‘‘func-
tionally regulated subsidiary’’ has the meaning
given the term in section 1844(c)(5) of this title.

(May 9, 1956, ch. 240, § 10A, as added Pub. L.
106–102, title I, § 113, Nov. 12, 1999, 113 Stat. 1368.)

EFFECTIVE DATE

Section effective 120 days after Nov. 12, 1999, see sec-
tion 161 of Pub. L. 106–102, set out as an Effective Date
of 1999 Amendment note under section 24 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1831v of this
title.

§ 1849. Saving provision

(a) General rule
Nothing herein contained shall be interpreted

or construed as approving any act, action, or
conduct which is or has been or may be in viola-
tion of existing law, nor shall anything herein
contained constitute a defense to any action,
suit, or proceeding pending or hereafter insti-
tuted on account of any prohibited antitrust or
monopolistic act, action, or conduct, except as
specifically provided in this section.
(b) Antitrust review

(1) In general
The Board shall immediately notify the At-

torney General of any approval by it pursuant
to section 1842 of this title of a proposed acqui-
sition, merger, or consolidation transaction
and, if the transaction also involves an acqui-
sition under section 1843 of this title, the
Board shall also notify the Federal Trade
Commission of such approval. If the Board has
found that it must act immediately in order to
prevent the probable failure of a bank or bank
holding company involved in any such trans-
action, the transaction may be consummated
immediately upon approval by the Board. If
the Board has advised the Comptroller of the
Currency or the State supervisory authority,
as the case may be, of the existence of an
emergency requiring expeditious action and
has required the submission of views and rec-
ommendations within ten days, the trans-
action may not be consummated before the
fifth calendar day after the date of approval
by the Board. In all other cases, the trans-
action may not be consummated before the
thirtieth calendar day after the date of ap-
proval by the Board or, if the Board has not
received any adverse comment from the Attor-
ney General of the United States relating to
competitive factors, such shorter period of
time as may be prescribed by the Board with
the concurrence of the Attorney General, but
in no event less than 15 calendar days after the
date of approval. Any action brought under
the antitrust laws arising out of an acquisi-
tion, merger, or consolidation transaction ap-
proved under section 1842 of this title shall be
commenced prior to the earliest time under
this subsection at which the transaction ap-
proval under section 1842 of this title might be
consummated. The commencement of such an
action shall stay the effectiveness of the
Board’s approval unless the court shall other-
wise specifically order. In any such action, the
court shall review de novo the issues pre-
sented. In any judicial proceeding attacking
any acquisition, merger, or consolidation
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transaction approved pursuant to section 1842
of this title on the ground that such trans-
action alone and of itself constituted a viola-
tion of any antitrust laws other than section
2 of title 15, the standards applied by the court
shall be identical with those that the Board is
directed to apply under section 1842 of this
title. Upon the consummation of an acquisi-
tion, merger, or consolidation transaction ap-
proved under section 1842 of this title in com-
pliance with this chapter and after the termi-
nation of any antitrust litigation commenced
within the period prescribed in this section, or
upon the termination of such period if no such
litigation is commenced therein, the trans-
action may not thereafter be attacked in any
judicial proceeding on the ground that it alone
and of itself constituted a violation of any
antitrust laws other than section 2 of title 15,
but nothing in this chapter shall exempt any
bank holding company involved in such a
transaction from complying with the antitrust
laws after the consummation of such trans-
action.
(2) Section 1823(f) cases

(A) If—
(i) the Federal Deposit Insurance Corpora-

tion learns that a bank insured by such Cor-
poration is in danger of closing; and

(ii) the Corporation is considering assist-
ing the acquisition of such bank and its af-
filiated banks by another bank or holding
company under section 1823(f) of this title
and such acquisition is subject to the ap-
proval of the Board under section 1842 of this
title;

the Corporation shall immediately notify the
Board of such facts.

(B) Upon receipt of notice from the Federal
Deposit Insurance Corporation under subpara-
graph (A) or at such earlier time as deemed
appropriate by the Board, the Board shall im-
mediately notify the Attorney General of the
United States of the facts concerning the pos-
sible acquisition.

(C) Within 5 days of receiving notice under
subparagraph (B), the Attorney General shall
notify the Board in writing of the Attorney
General’s preliminary finding as to the con-
sistency of the possible acquisition with the
antitrust laws.

(D) The Board may reduce or eliminate the
post-approval waiting period established under
paragraph (1) for an acquisition to which this
paragraph applies, except that such period
may not be eliminated or reduced to less than
5 days without the concurrence of the Attor-
ney General.

(c) Antitrust proceedings; Board and State bank-
ing agency as party; representation by coun-
sel

In any action brought under the antitrust laws
arising out of any acquisition, merger, or con-
solidation transaction approved by the Board
under section 1842 of this title, the Board and
any State banking supervisory agency having
jurisdiction within the State involved, may ap-
pear as a party of its own motion and as of
right, and be represented by its counsel.

(d) Treatment of merger transactions con-
summated prior or subsequent to May 9,
1956, and not in litigation prior to July 1,
1966

Any acquisition, merger, or consolidation of
the kind described in section 1842(a) of this title
which was consummated at any time prior or
subsequent to May 9, 1956, and as to which no
litigation was initiated by the Attorney General
prior to July 1, 1966, shall be conclusively pre-
sumed not to have been in violation of any anti-
trust laws other than section 2 of title 15.

(e) Antitrust litigation; substantive law applica-
ble to proceedings pending on or after July
1, 1966, with respect to merger transactions

Any court having pending before it on or after
July 1, 1966, any litigation initiated under the
antitrust laws by the Attorney General with re-
spect to any acquisition, merger, or consolida-
tion of the kind described in section 1842(a) of
this title shall apply the substantive rule of law
set forth in section 1842 of this title.

(f) ��Antitrust laws�� defined
For the purposes of this section, the term

‘‘antitrust laws’’ means the Act of July 2, 1890
(the Sherman Antitrust Act), the Act of October
15, 1914 (the Clayton Act), and any other Acts in
pari materia.

(May 9, 1956, ch. 240, § 11, 70 Stat. 146; Pub. L.
89–485, § 11, July 1, 1966, 80 Stat. 240; Pub. L.
91–607, title I, § 104, Dec. 31, 1970, 84 Stat. 1766;
Pub. L. 95–188, title III, § 303, Nov. 16, 1977, 91
Stat. 1390; Pub. L. 100–86, title V, § 502(h)(3), Aug.
10, 1987, 101 Stat. 628; Pub. L. 103–325, title III,
§ 321(a), Sept. 23, 1994, 108 Stat. 2226; Pub. L.
106–102, title I, § 131, Nov. 12, 1999, 113 Stat. 1382.)

REFERENCES IN TEXT

Act of July 2, 1890 (the Sherman Antitrust Act), re-
ferred to in subsec. (f), is classified to sections 1 to 7 of
Title 15, Commerce and Trade. For complete classifica-
tion of this Act to the Code, see Short Title note set
out under section 1 of Title 15 and Tables.

Act of October 15, 1914 (the Clayton Act), referred to
in subsec. (f), is act Oct. 15, 1914, ch. 323, 38 Stat. 730, as
amended, which is classified generally to sections 12,
13, 14 to 19, 20, 21, and 22 to 27 of Title 15, and sections
52 and 53 of Title 29, Labor. For further details and
complete classification of this Act to the Code, see Ref-
erences in Text note set out under section 12 of Title 15
and Tables.

AMENDMENTS

1999—Subsec. (b)(1). Pub. L. 106–102 inserted before pe-
riod at end of first sentence ‘‘and, if the transaction
also involves an acquisition under section 1843 of this
title, the Board shall also notify the Federal Trade
Commission of such approval’’.

1994—Subsec. (b)(1). Pub. L. 103–325 inserted before pe-
riod at end of fourth sentence ‘‘or, if the Board has not
received any adverse comment from the Attorney Gen-
eral of the United States relating to competitive fac-
tors, such shorter period of time as may be prescribed
by the Board with the concurrence of the Attorney
General, but in no event less than 15 calendar days
after the date of approval’’.

1987—Subsec. (b). Pub. L. 100–86 designated existing
provisions as par. (1) and added par. (2).

1977—Subsec. (b). Pub. L. 95–188 authorized a proposed
acquisition, merger, or consolidation transaction to be
consummated immediately upon approval by the Board
where the Board has found that it must act imme-
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diately in order to prevent the probable failure of a
bank or bank holding company involved in any such
transaction; prohibited a transaction from being con-
summated before the fifth calendar day after the date
of approval by the Board where the Board has advised
the Comptroller of the Currency or the State super-
visory authority, as the case may be, of the existence
of an emergency requiring expeditious action and has
required the submission of views and recommendations
within ten days; continued for all other cases the thir-
ty day waiting period after date of approval by the
Board for consummation of the transaction; and sub-
stituted provision for commencement of stay actions
prior to the earliest time at which the transaction ap-
proval under section 1842 of this title might be con-
summated for prior provision for commencement of
such stay actions within the thirty-day waiting period.

1970—Subsec. (b). Pub. L. 91–607, § 104(a), substituted
‘‘section 1842 of this title’’ for ‘‘this chapter’’ where ap-
pearing first two times, and inserted ‘‘approved under
section 1842 of this title’’ in second sentence before
‘‘shall be commended’’ and in last sentence before ‘‘in
compliance with this chapter’’.

Subsec. (c). Pub. L. 91–607, § 104(b), substituted ‘‘under
section 1842 of this title’’ for ‘‘pursuant to this chap-
ter’’.

1966—Pub. L. 89–485 designated existing provisions as
subsec. (a), inserted ‘‘except as specifically provided in
this section’’, and added subsecs. (b) to (f).

EFFECTIVE DATE OF 1999 AMENDMENT

Amendment by Pub. L. 106–102 effective 120 days after
Nov. 12, 1999, see section 161 of Pub. L. 106–102, set out
as a note under section 24 of this title.

§ 1850. Acquisition of subsidiary and tying ar-
rangement: Federal Reserve Board proceed-
ings; application for authorization; competi-
tor as party in interest and person ag-
grieved; judicial review

With respect to any proceeding before the Fed-
eral Reserve Board wherein an applicant seeks
authority to acquire a subsidiary which is a
bank under section 1842 of this title or to engage
in an activity otherwise prohibited under chap-
ter 22 of this title, a party who would become a
competitor of the applicant or subsidiary there-
of by virtue of the applicant’s or its subsidiary’s
acquisition, entry into the business involved, or
activity, shall have the right to be a party in in-
terest in the proceeding and, in the event of an
adverse order of the Board, shall have the right
as an aggrieved party to obtain judicial review
thereof as provided in section 1848 of this title or
as otherwise provided by law.

(Pub. L. 91–607, title I, § 105, Dec. 31, 1970, 84 Stat.
1766; Pub. L. 106–102, title I, § 102(b)(1), Nov. 12,
1999, 113 Stat. 1341.)

CODIFICATION

Section was enacted as part of the Bank Holding
Company Act Amendments of 1970, and not as part of
the Bank Holding Company Act of 1956 which comprises
this chapter.

AMENDMENTS

1999—Pub. L. 106–102 struck out ‘‘, to engage directly
or indirectly in a nonbanking activity pursuant to sec-
tion 1843 of this title,’’ after ‘‘section 1842 of this title’’.

EFFECTIVE DATE OF 1999 AMENDMENT

Amendment by Pub. L. 106–102 effective 120 days after
Nov. 12, 1999, see section 161 of Pub. L. 106–102, set out
as a note under section 24 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1841, 3106 of this
title.

CHAPTER 18�BANK SERVICE COMPANIES

Sec.
1861. Short title and definitions.

(a) Short title.
(b) Definitions.

1862. Amount of investment in bank service com-
pany.

1863. Permissible bank service company activities
for depository institutions.

1864. Permissible bank service company activities
for other persons.

(a) Services permissible other than tak-
ing deposits.

(b) Services to be performed in State
where shareholders or members are
located.

(c) Performance where State bank is
shareholder or member.

(d) Performance where national bank is
shareholder or member.

(e) Performance where State bank and
national bank are shareholders or
members.

(f) Geographic location.
1865. Prior approval for investments in bank serv-

ice companies.
(a) Approval of Federal banking agency.
(b) Approval of Board.
(c) Considerations in determining ap-

proval.
(d) Failure to act on application for ap-

proval.
1866. Services to nonstockholders or nonmembers.
1867. Regulation and examination of bank service

companies.
(a) Principal investor.
(b) Applicability of section 1818 of this

title.
(c) Services performed by contract or

otherwise.
(d) Issuance of regulations and orders.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in section 24a of this title.

§ 1861. Short title and definitions

(a) Short title
This chapter may be cited as the ‘‘Bank Serv-

ice Company Act’’.
(b) Definitions

For the purpose of this chapter—
(1) the term ‘‘appropriate Federal banking

agency’’ shall have the meaning provided in
section 1813(q) of this title;

(2) the term ‘‘bank service company’’
means—

(A) any corporation—
(i) which is organized to perform services

authorized by this chapter; and
(ii) all of the capital stock of which is

owned by 1 or more insured banks; and

(B) any limited liability company—
(i) which is organized to perform services

authorized by this chapter; and
(ii) all of the members of which are 1 or

more insured banks.

(3) the term ‘‘Board’’ means the Board of
Governors of the Federal Reserve System;

(4) the term ‘‘depository institution’’ means
an insured bank, financial institution subject
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to examination by the Federal Home Loan
Bank Board or the National Credit Union Ad-
ministration Board, or a financial institution
the accounts or deposits of which are insured
or guaranteed under State law and are eligible
to be insured by the Federal Deposit Insurance
Corporation, the Federal Savings and Loan In-
surance Corporation, or the National Credit
Union Administration Board;

(5) the term ‘‘insured bank’’ shall have the
meaning provided in section 1813(h) of this
title;

(6) the term ‘‘invest’’ includes any advance
of funds to a bank service company, whether
by the purchase of stock, the making of a
loan, or otherwise, except a payment for rent
earned, goods sold and delivered, or services
rendered prior to the making of such payment;

(7) the term ‘‘limited liability company’’
means any company, partnership, trust, or
similar business entity organized under the
law of a State (as defined in section 1813 of
this title) which provides that a member or
manager of such company is not personally
liable for a debt, obligation, or liability of the
company solely by reason of being, or acting
as, a member or manager of such company;
and

(8) the term ‘‘principal investor’’ means the
insured bank that has the largest dollar
amount invested in the equity of a bank serv-
ice company. In any case where two or more
insured banks have equal dollar amounts in-
vested in a bank service company, the com-
pany shall, prior to commencing operations,
select one of the insured banks as its principal
investor and shall notify the bank’s appro-
priate Federal banking agency of that choice
within 5 business days of its selection.

(Pub. L. 87–856, § 1, Oct. 23, 1962, 76 Stat. 1132;
Pub. L. 97–320, title VII, § 709, Oct. 15, 1982, 96
Stat. 1540; Pub. L. 97–457, § 32(a), Jan. 12, 1983, 96
Stat. 2511; Pub. L. 104–208, div. A, title II,
§ 2613(a), (b), Sept. 30, 1996, 110 Stat. 3009–476.)

AMENDMENTS

1996—Subsec. (a). Pub. L. 104–208, § 2613(a), inserted
heading and amended text of subsec. (a) generally.
Prior to amendment, text read as follows: ‘‘This chap-
ter may be cited as the ‘Bank Service Corporation
Act’.’’

Subsec. (b)(2). Pub. L. 104–208, § 2613(b)(1), amended
par. (2) generally. Prior to amendment, par. (2) read as
follows: ‘‘the term ‘bank service corporation’ means a
corporation organized to perform services authorized
by this chapter, all of the capital stock of which is
owned by one or more insured banks;’’.

Subsec. (b)(6). Pub. L. 104–208, § 2613(b)(2), substituted
‘‘company’’ for ‘‘corporation’’ and struck out ‘‘and’’
after semicolon at end.

Subsec. (b)(7). Pub. L. 104–208, § 2613(b)(3), added par.
(7). Former par. (7) redesignated (8).

Subsec. (b)(8). Pub. L. 104–208, § 2613(b)(4), substituted
‘‘company’’ for ‘‘corporation’’ wherever appearing and
‘‘equity’’ for ‘‘capital stock’’.

Pub. L. 104–208, § 2613(b)(3), redesignated par. (7) as (8).
1983—Subsec. (b)(4). Pub. L. 97–457 substituted ‘‘a’’ for

‘‘or another’’ after ‘‘insured bank,’’ and inserted ref-
erence to a financial institution insured by State law
and eligible to be insured by certain Federal agencies.

1982—Subsec. (a). Pub. L. 97–320 substituted provision
that this chapter may be cited as the ‘‘Bank Service
Corporation Act’’ for provision that term ‘‘Federal su-
pervisory agency’’ meant the Comptroller of the Cur-

rency, the Board of Governors of the Federal Reserve
System, or the Board of Directors of the Federal De-
posit Insurance Corporation.

Subsec. (b). Pub. L. 97–320 substituted definitions of
‘‘appropriate Federal banking agency’’, ‘‘bank service
corporation’’, ‘‘Board’’, ‘‘depository institution’’, ‘‘in-
sured bank’’, ‘‘invest’’, and ‘‘principal investor’’ for
provision that term ‘‘bank services’’ meant services
such as check and deposit sorting and posting, com-
putation and posting of interest and other credits and
charges, preparation and mailing of checks, state-
ments, notices, and similar items, or any other clerical,
bookkeeping, accounting, statistical, or similar func-
tions performed for a bank.

Subsec. (c). Pub. L. 97–320 redesignated provisions of
subsec. (c) defining ‘‘bank service corporation’’ as
(b)(2), and revised definition.

Subsec. (d). Pub. L. 97–320 redesignated provisions of
subsec. (d) as (b)(6).

TRANSFER OF FUNCTIONS

Federal Home Loan Bank Board and Federal Savings
and Loan Insurance Corporation abolished and func-
tions transferred, see sections 401 to 406 of Pub. L.
101–73, set out as a note under section 1437 of this title.

§ 1862. Amount of investment in bank service
company

Notwithstanding any limitation or prohibition
otherwise imposed by any provision of law ex-
clusively relating to banks, an insured bank
may invest not more than 10 per centum of paid-
in and unimpaired capital and unimpaired sur-
plus in a bank service company. No insured
bank shall invest more than 5 per centum of its
total assets in bank service companies.

(Pub. L. 87–856, § 2, Oct. 23, 1962, 76 Stat. 1132;
Pub. L. 97–320, title VII, § 709, Oct. 15, 1982, 96
Stat. 1541; Pub. L. 104–208, div. A, title II,
§ 2613(c), Sept. 30, 1996, 110 Stat. 3009–477.)

AMENDMENTS

1996—Pub. L. 104–208 substituted ‘‘company’’ for ‘‘cor-
poration’’ in section catchline and ‘‘company’’ and
‘‘companies’’ for ‘‘corporation’’ and ‘‘corporations’’, re-
spectively, in text.

1982—Pub. L. 97–320 substituted provisions relating to
the maximum permissible amount of investment in a
bank service corporation by an insured bank for provi-
sions which read as follows:

‘‘(a) No limitation or prohibition otherwise imposed
by any provision of Federal law exclusively relating to
banks shall prevent any two or more banks from in-
vesting not more than 10 per centum of the paid-in and
unimpaired capital and unimpaired surplus of each of
them in a bank service corporation.

‘‘(b) If stock in a bank service corporation has been
held by two banks, and one of such banks ceases to uti-
lize the services of the corporation and ceases to hold
stock in it, and leaves the other as the sole stockhold-
ing bank, the corporation may nevertheless continue to
function as such and the other bank may continue to
hold stock in it.’’

§ 1863. Permissible bank service company activi-
ties for depository institutions

Without regard to the provisions of sections
1864 and 1865 of this title, an insured bank may
invest in a bank service company that performs,
and a bank service company may perform, the
following services only for depository institu-
tions: check and deposit sorting and posting,
computation and posting of interest and other
credits and charges, preparation and mailing of
checks, statements, notices, and similar items,
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1 So in original. Probably should be ‘‘operates’’.

or any other clerical, bookkeeping, accounting,
statistical, or similar functions performed for a
depository institution.

(Pub. L. 87–856, § 3, Oct. 23, 1962, 76 Stat. 1132;
Pub. L. 97–320, title VII, § 709, Oct. 15, 1982, 96
Stat. 1541; Pub. L. 104–208, div. A, title II,
§ 2613(d), Sept. 30, 1996, 110 Stat. 3009–477.)

AMENDMENTS

1996—Pub. L. 104–208 substituted ‘‘company’’ for ‘‘cor-
poration’’ wherever appearing in section catchline and
text.

1982—Pub. L. 97–320 substituted provisions relating to
permissible bank service corporation activities for de-
pository institutions for provisions that a bank service
corporation must provide bank services to a bank that
applied for them if the applying bank competed with a
bank which held stock in the corporation unless com-
parable services were available elsewhere at competi-
tive cost or furnishing the services would be beyond the
practical capacity of the corporation.

§ 1864. Permissible bank service company activi-
ties for other persons

(a) Services permissible other than taking depos-
its

A bank service company may provide to any
person any service authorized by this section,
except that a bank service company shall not
take deposits.
(b) Services to be performed in State where

shareholders or members are located
Except with the prior approval of the Board

under section 1865(b) of this title in accordance
with subsection (f) of this section—

(1) a bank service company shall not perform
the services authorized by this section in any
State other than that State in which its share-
holders or members are located; and

(2) all insured bank shareholders or members
of a bank service company shall be located in
the same State.

(c) Performance where State bank is shareholder
or member

A bank service company in which a State
bank is a shareholder or member shall perform
only those services that such State bank share-
holder or member is authorized to perform
under the law of the State in which such State
bank operates and shall perform such services
only at locations in the State in which such
State bank shareholder or member could be au-
thorized to perform such services.
(d) Performance where national bank is share-

holder or member
A bank service company in which a national

bank is a shareholder or member shall perform
only those services that such national bank
shareholder or member is authorized to perform
under the law of the United States and shall per-
form such services only at locations in the State
at which such national bank shareholder or
member could be authorized to perform such
services.
(e) Performance where State bank and national

bank are shareholders or members
A bank service company that has both na-

tional bank and State bank shareholders or
members shall perform only those services that

may lawfully be performed by both any share-
holder or member of the company which is a na-
tional bank under the law of the United States
and any shareholder or member of the company
which is a State bank under the law of the State
in which any such State bank operate 1 and shall
perform such services only at locations in the
State at which both its State bank and national
bank shareholders or members could be author-
ized to perform such services.

(f) Geographic location
Notwithstanding the other provisions of this

section or any other provision of law, other than
the provisions of Federal and State branching
law regulating the geographic location of banks
to the extent that those laws are applicable to
an activity authorized by this subsection, a
bank service company may perform at any geo-
graphic location any service, other than deposit
taking, that the Board has determined, by regu-
lation, to be permissible for a bank holding com-
pany under section 1843(c)(8) of this title as of
the day before November 12, 1999.

(Pub. L. 87–856, § 4, Oct. 23, 1962, 76 Stat. 1132;
Pub. L. 97–320, title VII, § 709, Oct. 15, 1982, 96
Stat. 1542; Pub. L. 97–457, § 32(b)(2), Jan. 12, 1983,
96 Stat. 2511; Pub. L. 104–208, div. A, title II,
§ 2613(e), Sept. 30, 1996, 110 Stat. 3009–477; Pub. L.
106–102, title I, § 102(b)(2), Nov. 12, 1999, 113 Stat.
1342.)

AMENDMENTS

1999—Subsec. (f). Pub. L. 106–102 inserted before pe-
riod at end ‘‘as of the day before November 12, 1999’’.

1996—Pub. L. 104–208, § 2613(e)(5), substituted ‘‘com-
pany’’ for ‘‘corporation’’ in section catchline.

Subsec. (a). Pub. L. 104–208, § 2613(e)(1), substituted
‘‘company’’ for ‘‘corporation’’ in two places.

Subsec. (b). Pub. L. 104–208, § 2613(e)(1), (2), inserted
‘‘or members’’ after ‘‘shareholders’’ wherever appearing
in heading and text and substituted ‘‘company’’ for
‘‘corporation’’ in two places.

Subsecs. (c), (d). Pub. L. 104–208, § 2613(e)(1), (3), in-
serted ‘‘or member’’ after ‘‘shareholder’’ wherever ap-
pearing in heading and text and substituted ‘‘company’’
for ‘‘corporation’’.

Subsec. (e). Pub. L. 104–208, § 2613(e)(1), (4), substituted
‘‘company’’ for ‘‘corporation’’, ‘‘any shareholder or
member of the company which is a national bank’’ for
‘‘its national bank shareholder or shareholders’’, ‘‘any
shareholder or member of the company which is a State
bank’’ for ‘‘its State bank shareholder or sharehold-
ers’’, and ‘‘any such State bank’’ for ‘‘such State bank
or banks’’, and inserted ‘‘or members’’ after ‘‘national
bank and State bank shareholders’’ and after ‘‘State
bank and national bank shareholders’’.

Subsec. (f). Pub. L. 104–208, § 2613(e)(1), substituted
‘‘company’’ for ‘‘corporation’’.

1983—Subsecs. (d), (e). Pub. L. 97–457 substituted
‘‘under the law of the United States’’ for ‘‘under this
chapter’’.

1982—Pub. L. 97–320 substituted provisions relating to
bank service corporation activities for other persons
for provisions which read: ‘‘No bank service corpora-
tion may engage in any activity other than the per-
formance of bank services for banks.’’

EFFECTIVE DATE OF 1999 AMENDMENT

Amendment by Pub. L. 106–102 effective 120 days after
Nov. 12, 1999, see section 161 of Pub. L. 106–102, set out
as a note under section 24 of this title.
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SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1863, 1865 of this
title.

§ 1865. Prior approval for investments in bank
service companies

(a) Approval of Federal banking agency
No insured bank shall invest in the capital

stock of a bank service company that performs
any service under authority of subsection (c),
(d), or (e) of section 1864 of this title without
prior notice, as determined by the bank’s appro-
priate Federal banking agency.
(b) Approval of Board

No insured bank shall invest in the capital
stock of a bank service company that performs
any service under authority of section 1864(f) of
this title and no bank service company shall
perform any activity under section 1864(f) of this
title without the prior approval of the Board.
(c) Considerations in determining approval

In determining whether to approve or deny
any application for prior approval or whether to
approve or disapprove any notice under this sec-
tion, the Board or the appropriate Federal bank-
ing agency, as the case may be, is authorized to
consider the financial and managerial resources
and future prospects of the bank or banks and
bank service company involved, including the fi-
nancial capability of the bank to make a pro-
posed investment under this chapter, and pos-
sible adverse effects such as undue concentra-
tion of resources, unfair or decreased competi-
tion, conflicts of interest, or unsafe or unsound
banking practices.
(d) Failure to act on application for approval

In the event the Board or the appropriate Fed-
eral banking agency, as the case may be, fails to
act on any application under this section within
ninety days of the submission of a complete ap-
plication to the agency, the application shall be
deemed approved.

(Pub. L. 87–856, § 5, Oct. 23, 1962, 76 Stat. 1133;
Pub. L. 95–630, title III, § 308, Nov. 10, 1978, 92
Stat. 3677; Pub. L. 97–320, title VII, § 709, Oct. 15,
1982, 96 Stat. 1542; Pub. L. 103–325, title III, § 323,
Sept. 23, 1994, 108 Stat. 2227; Pub. L. 104–208, div.
A, title II, § 2613(f), Sept. 30, 1996, 110 Stat.
3009–478.)

AMENDMENTS

1996—Pub. L. 104–208 substituted ‘‘companies’’ for
‘‘corporations’’ in section catchline and ‘‘company’’ for
‘‘corporation’’ wherever appearing in text.

1994—Subsec. (a). Pub. L. 103–325, § 323(1), substituted
‘‘prior notice, as determined by’’ for ‘‘the prior ap-
proval of’’.

Subsec. (c). Pub. L. 103–325, § 323(2), inserted ‘‘or
whether to approve or disapprove any notice’’ after
‘‘approval’’.

1982—Pub. L. 97–320 substituted provisions relating to
prior approval for investments in bank service corpora-
tions for provisions relating to regulation and examina-
tion of bank services for a regularly examined bank or
its subsidiary or affiliate whether performed on or off
its premises. See section 1867(c) of this title.

1978—Pub. L. 95–630 among other changes, substituted
provisions requiring banks regularly examined by a
Federal supervisory agency, which cause to be per-
formed, by contract or otherwise, any bank service for

itself, to notify such supervisory agency of the exist-
ence of a service relationship within 30 days after mak-
ing such service contract or performance of service,
whichever occurs first for provisions requiring that no
bank subject to examination by a Federal supervisory
agency may cause to be performed, by contract or
otherwise, any bank service for itself unless satisfac-
tory assurances are furnished to such supervisory agen-
cy by both the bank and the party performing such
services that the performances thereof will be subject
to regulation and examination by such agency to the
same extent as if such services were being performed by
the bank itself.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, see section 2101 of Pub.
L. 95–630, set out as an Effective Date note under sec-
tion 375b of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1863, 1864 of this
title.

§ 1866. Services to nonstockholders or nonmem-
bers

No bank service company shall unreasonably
discriminate in the provision of any services au-
thorized under this chapter to any depository in-
stitution that does not own stock in or is not a
member of the service company on the basis of
the fact that such depository institution is in
competition with an institution that owns stock
in or is a member of the bank service company,
except that—

(1) it shall not be considered unreasonable
discrimination for a bank service company to
provide services to a nonstockholding or non-
member institution only at a price that fully
reflects all of the costs of offering those serv-
ices, including the cost of capital and a rea-
sonable return thereon; and

(2) a bank service company may refuse to
provide services to a nonstockholding or non-
member institution if comparable services are
available from another source at competitive
overall costs, or if the providing of services
would be beyond the practical capacity of the
service company.

(Pub. L. 87–856, § 6, Oct. 23, 1962, as added Pub. L.
97–320, title VII, § 709, Oct. 15, 1982, 96 Stat. 1543;
amended Pub. L. 104–208, div. A, title II, § 2613(g),
Sept. 30, 1996, 110 Stat. 3009–478.)

AMENDMENTS

1996—Pub. L. 104–208, § 2613(g)(1)–(4), (6), in section
catchline, inserted ‘‘or nonmembers’’ after ‘‘nonstock-
holders’’, and in introductory provisions of text, sub-
stituted ‘‘company’’ for ‘‘corporation’’ wherever ap-
pearing and ‘‘such depository institution’’ for ‘‘the non-
stockholding institution’’ and inserted ‘‘or is not a
member of’’ after ‘‘does not own stock in’’ and ‘‘or is a
member of’’ after ‘‘that owns stock in’’.

Pars. (1), (2). Pub. L. 104–208, § 2613(g)(1), (5), sub-
stituted ‘‘company’’ for ‘‘corporation’’ wherever ap-
pearing and inserted ‘‘or nonmember’’ after ‘‘nonstock-
holding’’.

§ 1867. Regulation and examination of bank serv-
ice companies

(a) Principal investor
A bank service company shall be subject to ex-

amination and regulation by the appropriate
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1 So in original. Probably should be ‘‘Federal savings associa-
tions.’’

Federal banking agency of its principal investor
to the same extent as its principal investor. The
appropriate Federal banking agency of the prin-
cipal shareholder or principal member of such a
bank service company may authorize any other
Federal banking agency that supervises any
other shareholder or member of the bank service
company to make such an examination.
(b) Applicability of section 1818 of this title

A bank service company shall be subject to
the provisions of section 1818 of this title as if
the bank service company were an insured bank.
For this purpose, the appropriate Federal bank-
ing agency shall be the appropriate Federal
banking agency of the principal investor of the
bank service company.
(c) Services performed by contract or otherwise

Notwithstanding subsection (a) of this section,
whenever a bank that is regularly examined by
an appropriate Federal banking agency, or any
subsidiary or affiliate of such a bank that is sub-
ject to examination by that agency, causes to be
performed for itself, by contract or otherwise,
any services authorized under this chapter,
whether on or off its premises—

(1) such performance shall be subject to reg-
ulation and examination by such agency to
the same extent as if such services were being
performed by the bank itself on its own prem-
ises, and

(2) the bank shall notify such agency of the
existence of the service relationship within
thirty days after the making of such service
contract or the performance of the service,
whichever occurs first.

(d) Issuance of regulations and orders
The Board and the appropriate Federal bank-

ing agencies are authorized to issue such regula-
tions and orders as may be necessary to enable
them to administer and to carry out the pur-
poses of this chapter and to prevent evasions
thereof.

(Pub. L. 87–856, § 7, Oct. 23, 1962, as added Pub. L.
97–320, title VII, § 709, Oct. 15, 1982, 96 Stat. 1543;
amended Pub. L. 97–457, § 32(b)(1), Jan. 12, 1983, 96
Stat. 2511; Pub. L. 104–208, div. A, title II,
§ 2613(h), Sept. 30, 1996, 110 Stat. 3009–478.)

AMENDMENTS

1996—Pub. L. 104–208, § 2613(h)(3), substituted ‘‘compa-
nies’’ for ‘‘corporations’’ in section catchline.

Subsec. (a). Pub. L. 104–208, § 2613(h)(1), (2), sub-
stituted ‘‘company’’ for ‘‘corporation’’ wherever ap-
pearing and inserted ‘‘or principal member’’ after
‘‘principal shareholder’’ and ‘‘or member’’ after ‘‘other
shareholder’’.

Subsec. (b). Pub. L. 104–208, § 2613(h)(1), substituted
‘‘company’’ for ‘‘corporation’’ wherever appearing.

1983—Subsec. (b). Pub. L. 97–457 substituted reference
to section 1818 of this title for reference to the Finan-
cial Institutions Supervisory Act of 1966 (12 U.S.C.
1818(b) et seq.).

CHAPTER 19�SECURITY MEASURES FOR
BANKS AND SAVINGS ASSOCIATIONS

Sec.
1881. ‘‘Federal supervisory agency’’ defined.
1882. Security measures.

(a) Rules for installation, maintenance,
and operation of security devices
and procedures.

Sec.
(b) Time for compliance with standards.

1883. Insurance rates; report to Congress.
1884. Penalties for violations.

§ 1881. ��Federal supervisory agency�� defined

As used in this chapter the term ‘‘Federal su-
pervisory agency’’ means—

(1) The Comptroller of the Currency with re-
spect to national banks and district banks,

(2) The Board of Governors of the Federal
Reserve System with respect to Federal Re-
serve banks and State banks which are mem-
bers of the Federal Reserve System,

(3) The Federal Deposit Insurance Corpora-
tion with respect to State banks which are not
members of the Federal Reserve System but
the deposits of which are insured by the Fed-
eral Deposit Insurance Corporation and State
savings associations, and

(4) The Director of the Office of Thrift Su-
pervision with respect to Federal savings.1

(Pub. L. 90–389, § 2, July 7, 1968, 82 Stat. 294; Pub.
L. 101–73, title VII, § 744(h), Aug. 9, 1989, 103 Stat.
439.)

AMENDMENTS

1989—Par. (3). Pub. L. 101–73, § 744(h)(2), inserted ref-
erence to State savings associations.

Par. (4). Pub. L. 101–73, § 744(h)(1), substituted ‘‘Direc-
tor of the Office of Thrift Supervision’’ for ‘‘Federal
Home Loan Bank Board’’, struck out ‘‘and loan’’ after
‘‘Federal savings’’, and struck out ‘‘associations, and
institutions the accounts of which are insured by the
Federal Savings and Loan Insurance Corporation’’ be-
fore period at end.

SHORT TITLE

Section 1 of Pub. L. 90–389 provided: ‘‘That this Act
[enacting this chapter and amending section 1729 of
this title] may be cited as the ‘Bank Protection Act of
1968’.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1883 of this title.

§ 1882. Security measures

(a) Rules for installation, maintenance, and oper-
ation of security devices and procedures

Within six months from July 7, 1968, each Fed-
eral supervisory agency shall promulgate rules
establishing minimum standards with which
each bank or savings and loan association must
comply with respect to the installation, mainte-
nance, and operation of security devices and
procedures, reasonable in cost, to discourage
robberies, burglaries, and larcenies and to assist
in the identification and apprehension of per-
sons who commit such acts.
(b) Time for compliance with standards

The rules shall establish the time limits with-
in which banks and savings and loan associa-
tions shall comply with the standards.

(Pub. L. 90–389, § 3, July 7, 1968, 82 Stat. 295; Pub.
L. 101–73, title IX, § 911(a), Aug. 9, 1989, 103 Stat.
478.)

AMENDMENTS

1989—Subsec. (b). Pub. L. 101–73 struck out ‘‘and shall
require the submission of periodic reports with respect
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to the installation, maintenance, and operation of secu-
rity devices and procedures’’ before period at end.

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by Pub. L. 101–73 applicable with respect
to reports filed or required to be filed after Aug. 9, 1989,
see section 911(i) of Pub. L. 101–73, set out as a note
under section 161 of this title.

§ 1883. Insurance rates; report to Congress

The Federal supervisory agencies shall consult
with

(1) insurers furnishing insurance protection
against losses resulting from robberies, bur-
glaries, and larcenies committed against fi-
nancial institutions referred to in section 1881
of this title, and

(2) State agencies having supervisory or reg-
ulatory responsibilities with respect to such
insurers

to determine the feasibility and desirability of
premium rate differentials based on the installa-
tion, maintenance, and operation of security de-
vices and procedures. The Federal supervisory
agencies shall report to the Congress the results
of their consultations pursuant to this section
not later than two years after July 7, 1968.

(Pub. L. 90–389, § 4, July 7, 1968, 82 Stat. 295.)

§ 1884. Penalties for violations

A bank or savings and loan association which
violates a rule promulgated pursuant to this
chapter shall be subject to a civil penalty which
shall not exceed $100 for each day of the viola-
tion.

(Pub. L. 90–389, § 5, July 7, 1968, 82 Stat. 295.)

CHAPTER 20�CREDIT CONTROL

§§ 1901 to 1910. Omitted

CODIFICATION

Sections 1901 to 1910 were omitted pursuant to sec-
tion 1910 which provided that the authority conferred
by this chapter expired at the close of June 30, 1982.

Section 1901, Pub. L. 91–151, title II, § 202, Dec. 23, 1969,
83 Stat. 376, related to definitions for this chapter.

Pub. L. 91–151, title II, § 201, Dec. 23, 1969, 83 Stat. 376,
provided that title II of Pub. L. 91–151 (this chapter)
could be cited as the ‘‘Credit Control Act’’.

Section 1902, Pub. L. 91–151, title II, § 203, Dec. 23, 1969,
83 Stat. 376, directed Board of Governors of Federal Re-
serve System to prescribe regulations to carry out pur-
poses of this chapter.

Section 1903, Pub. L. 91–151, title II, § 204, Dec. 23, 1969,
83 Stat. 377, related to determination of interest
charges in connection with credit transactions.

Section 1904, Pub. L. 91–151, title II, § 205, Dec. 23, 1969,
83 Stat. 377, related to credit controls.

Section 1905, Pub. L. 91–151, title II, § 206, Dec. 23, 1969,
83 Stat. 377, related to extent of controls.

Section 1906, Pub. L. 91–151, title II, § 207, Dec. 23, 1969,
83 Stat. 378, related to reporting of extensions of credit
and production of records.

Section 1907, Pub. L. 91–151, title II, § 208, Dec. 23, 1969,
83 Stat. 378, related to injunctions for noncompliance.

Section 1908, Pub. L. 91–151, title II, § 209, Dec. 23, 1969,
83 Stat. 378, related to civil penalties.

Section 1909, Pub. L. 91–151, title II, § 210, Dec. 23, 1969,
83 Stat. 378, related to criminal penalties.

Section 1910, Pub. L. 91–151, title II, § 211, as added
Pub. L. 96–508, § 9, Dec. 8, 1980, 94 Stat. 2749, provided
that the authority conferred by this chapter expired at
the close of June 30, 1982.

COUNCIL ON WAGE AND PRICE STABILITY

Pub. L. 93–387, Aug. 24, 1974, 88 Stat. 750, as amended
by Pub. L. 93–449, § 4(e), Oct. 18, 1974, 88 Stat. 1367; Pub.
L. 94–78, §§ 2–7, Aug. 9, 1975, 89 Stat. 411, 412; Pub. L.
95–121, §§ 1–6, Oct. 6, 1977, 91 Stat. 1091; Pub. L. 96–10,
§§ 1–5, May 10, 1979, 96 Stat. 23; Pub. L. 96–508, §§ 1–8, Dec.
8, 1980, 94 Stat. 2748, 2749; Pub. L. 97–35, title III, § 383,
Aug. 13, 1981, 95 Stat. 432, known as the ‘‘Council on
Wage and Price Stability Act’’, provided for the estab-
lishment of a Council on Wage and Price Stability and
the appointment and compensation of members, chair-
man, director, and employees; authorized cooperation
with other agencies; specified the powers and duties of
the Council; directed the establishment and duties of
an Office of Productivity; specified that the Act did not
authorize the continuation or imposition of economic
controls or affect the Emergency Petroleum Allocation
Act of 1973 (15 U.S.C. 751 et seq.); provided for the dis-
closure of information; required annual reports; au-
thorized appropriations; and terminated the authority
granted by the Act on Sept. 30, 1981.

ECONOMIC STABILIZATION PROGRAM

Title II of Pub. L. 91–379, Aug. 15, 1970, 84 Stat. 799, as
amended by Pub. L. 91–558, title II, § 201, Dec. 17, 1970,
84 Stat. 1468; Pub. L. 92–8, § 2, Mar. 31, 1971, 85 Stat. 13;
Pub. L. 92–15, § 3, May 18, 1971, 85 Stat. 38; Pub. L. 92–210,
§ 2, Dec. 22, 1971, 85 Stat. 743; Pub. L. 93–28, §§ 1–8, Apr.
30, 1973, 87 Stat. 27–29; Pub. L. 102–572, title I, § 102(a),
Oct. 29, 1992, 106 Stat. 4506, known as the ‘‘Economic
Stabilization Act of 1970’’, authorized the President,
within an established procedural framework, to sta-
bilize prices, rents, wages, salaries, interest rates, divi-
dends and similar transfers, and establish priorities for
use and allocation of supplies of petroleum products,
including crude oil, and to issue standards to serve as
a guide for determining levels of wages, prices, etc.,
which would allow for adjustments, exceptions and
variations to prevent inequities, taking into account
changes in productivity, cost of living and other perti-
nent factors. The Act provided for limitations on the
exercise of Presidential authority and allowed delega-
tion of the performance of any of the President’s func-
tions to appropriate officers, departments and agencies
of the United States or to entities composed of mem-
bers appointed to represent different sectors of the
economy and the general public. The Act provided for
disclosure of information, subpena power, administra-
tive procedure, criminal and civil sanctions, injunc-
tions and suits for damages and other relief. The Act
specified original jurisdiction for judicial review of
cases or controversies arising under the Act or regula-
tions issued thereunder in the district courts of the
United States, and directed that appeals of final deci-
sions or permitted interlocutory appeals be brought in
the United States Court of Appeals for the Federal Cir-
cuit. The Act made specific provision for small business
and mass transportation systems, required the Presi-
dent to issue periodic reports to Congress, authorized
appropriations, and provided for its expiration on April
30, 1974.

EXEMPTION FROM PRICE RESTRAINTS AND ALLOCATION
PROGRAMS OF FIRST SALE OF CRUDE OIL AND NATU-
RAL GAS OF CERTAIN LEASES

Pub. L. 93–153, title IV, § 406, Nov. 16, 1973, 87 Stat. 590,
provided that the first sale of crude oil and natural gas
liquids produced from any lease whose average daily
production did not exceed ten barrels per well not be
subject to price restraints or any allocation program
established pursuant to any Federal law, prior to repeal
by Pub. L. 94–163, title IV, § 401(b)(4), Dec. 22, 1975, 89
Stat. 946. For effective date of repeal of section 406 of
Pub. L. 93–153, see section 401(b)(5) of Pub. L. 94–163.

EX. ORD. NO. 12288. TERMINATION OF WAGE AND PRICE
REGULATORY PROGRAM

Ex. Ord. No. 12288, Jan. 29, 1981, 46 F.R. 10135, pro-
vided:
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By the authority vested in me as President and as
Commander in Chief of the Armed Forces by the Con-
stitution and laws of the United States of America, in-
cluding Sections 2(c) and 3(a) of the Council on Wage
and Price Stability Act, as amended (12 U.S.C. 1904
note), and Section 205(a) of the Federal Property and
Administrative Services Act of 1949, as amended (40
U.S.C. 486(a)) [now 40 U.S.C. 121(a)], and in order to ter-
minate the regulatory burdens of the current wage and
price program, it is hereby ordered as follows:

SECTION 1. Executive Order No. 12092, as amended, is
revoked.

SEC. 2. The head of each Executive agency and mili-
tary department, including the Council on Wage and
Price Stability and the Office of Federal Procurement
Policy, is authorized to take appropriate steps to ter-
minate actions adopted in response to Executive Order
No. 12092, as amended.

RONALD REAGAN.

CHAPTER 21�FINANCIAL RECORDKEEPING

Sec.
1951. Congressional findings and declaration of pur-

pose.
1952. Reports on ownership and control.
1953. Recordkeeping and procedures.

(a) Regulations.
(b) Institutions subject to recordkeeping

requirements.
(c) Acceptance of automated records.

1954. Injunctions.
1955. Civil penalties.
1956. Criminal penalty.
1957. Additional criminal penalty in certain cases.
1958. Compliance.
1959. Administrative procedure.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in section 3401 of this title;
title 15 section 6802; title 31 sections 310, 5318, 9703.

§ 1951. Congressional findings and declaration of
purpose

(a) The Congress finds that certain records
maintained by businesses engaged in the func-
tions described in section 1953(b) of this title
have a high degree of usefulness in criminal,
tax, and regulatory investigations and proceed-
ings. The Congress further finds that the power
to require reports of changes in the ownership,
control, and managements of types of financial
institutions referred to in section 1952 of this
title may be necessary for the same purpose.

(b) It is the purpose of this chapter to require
the maintenance of appropriate types of records
and the making of appropriate reports by such
businesses in the United States where such
records or reports have a high degree of useful-
ness in criminal, tax, or regulatory investiga-
tions or proceedings.

(Pub. L. 91–508, title I, § 121, Oct. 26, 1970, 84 Stat.
1116.)

EFFECTIVE DATE

Section 401(a), (b) of Pub. L. 91–508 provided that:
‘‘(a) Except as otherwise provided in this section,

titles I, II, and III of this Act and the amendments
made thereby [enacting this chapter and sections 1730d
and 1829b of this title and section 1051 et seq. of former
Title 31, Money and Finance, amending section 78g of
Title 15, Commerce and Trade, and enacting provisions
set out as notes under section 78g of Title 15 and sec-
tion 1051 of former Title 31] take effect on the first day
of the seventh calendar month which begins after the
date of enactment [Oct. 26, 1970].

‘‘(b) The Secretary of the Treasury may by regulation
provide that any provision of title I or II or any amend-
ment made thereby [enacting this chapter and sections
1730d and 1829b of this title] shall be effective on any
date not earlier than the publication of the regulation
in the Federal Register and not later than the first day
of the thirteenth calendar month which begins after
the date of enactment [Oct. 26, 1970].’’

SHORT TITLE

Title I of Pub. L. 91–508, title II of Pub. L. 91–508,
titles I and II of Pub. L. 91–508, and subchapter II of
chapter 53 of Title 31, Money and Finance, have each
been popularly known as the ‘‘Bank Secrecy Act’’.
Title I of Pub. L. 91–508, Oct. 26, 1970, 84 Stat. 1114, as
amended, enacted this chapter, former section 1730d of
this title, and section 1829b of this title. Title II of Pub.
L. 91–508, Oct. 26, 1970, 84 Stat. 1118, as amended, also
known as the Currency and Foreign Transactions Re-
porting Act, enacted chapter 21 (§ 1051 et seq.) of former
Title 31, Money and Finance, which was repealed and
reenacted as subchapter II of chapter 53 of Title 31,
Money and Finance, by Pub. L. 97–258, § 4(b), Sept. 13,
1982, 96 Stat. 1067, the first section of which enacted
Title 31. For complete classification of Pub. L. 91–508 to
the Code, see Tables.

§ 1952. Reports on ownership and control

Where the Secretary determines that the mak-
ing of appropriate reports by uninsured banks or
uninsured institutions of any type with respect
to their ownership, control, and managements
and any changes therein has a high degree of
usefulness in criminal, tax, or regulatory inves-
tigations or proceedings, he may by regulation
require such banks or institutions to make such
reports as he determines in respect of such own-
ership, control, and managements and changes
therein.

(Pub. L. 91–508, title I, § 122, Oct. 26, 1970, 84 Stat.
1116.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1951 of this title.

§ 1953. Recordkeeping and procedures

(a) Regulations
If the Secretary determines that the mainte-

nance of appropriate records and procedures by
any uninsured bank or uninsured institution, or
any person engaging in the business of carrying
on in the United States any of the functions re-
ferred to in subsection (b) of this section, has a
high degree of usefulness in criminal, tax, or
regulatory investigations or proceedings, and
that, given the threat posed to the security of
the Nation on and after the terrorist attacks
against the United States on September 11, 2001,
such records may also have a high degree of use-
fulness in the conduct of intelligence or counter-
intelligence activities, including analysis, to
protect against international terrorism, he may
by regulation require such bank, institution, or
person.
(b) Institutions subject to recordkeeping require-

ments
The authority of the Secretary of the Treas-

ury under subsection (a) of this section extends
to any financial institution (as defined in sec-
tion 5312(a)(2) of title 31), other than any insured
bank (as defined in section 1813(h) of this title)
and any insured institution (as defined in sec-
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1 See References in Text note below.

tion 1724(a) 1 of this title), and any partner, offi-
cer, director, or employee of any such financial
institution.
(c) Acceptance of automated records

The Secretary shall permit an uninsured bank
or financial institution to retain or maintain
records referred to in subsection (a) of this sec-
tion in electronic or automated form, subject to
terms and conditions established by the Sec-
retary.

(Pub. L. 91–508, title I, § 123, Oct. 26, 1970, 84 Stat.
1116; Pub. L. 100–690, title VI, § 6185(d)(3)(A), Nov.
18, 1988, 102 Stat. 4357; Pub. L. 103–325, title III,
§ 310, Sept. 23, 1994, 108 Stat. 2221; Pub. L. 107–56,
title III, § 358(e), Oct. 26, 2001, 115 Stat. 327.)

REFERENCES IN TEXT

Section 1724 of this title, referred to in subsec. (b),
was repealed by Pub. L. 101–73, title IV, § 407, Aug. 9,
1989, 103 Stat. 363.

AMENDMENTS

2001—Subsec. (a). Pub. L. 107–56 amended subsec. (a)
generally. Prior to amendment, subsec. (a) read as fol-
lows: ‘‘Where the Secretary determines that the main-
tenance of appropriate records and procedures by any
uninsured bank or uninsured institution, or any person
engaging in the business of carrying on in the United
States any of the functions referred to in subsection (b)
of this section, has a high degree of usefulness in crimi-
nal, tax, or regulatory investigations or proceedings, he
may by regulation require such bank, institution, or
person—

‘‘(1) to require, retain, or maintain, with respect to
its functions as an uninsured bank or uninsured insti-
tution or its functions referred to in subsection (b) of
this section, any records or evidence of any type
which the Secretary is authorized under section 1829b
of this title to require insured banks to require, re-
tain, or maintain; and

‘‘(2) to maintain procedures to assure compliance
with requirements imposed under this chapter. For
the purposes of any civil or criminal penalty, a sepa-
rate violation of any requirement under this para-
graph occurs with respect to each day and each sepa-
rate office, branch, or place of business in which the
violation occurs or continues.’’
1994—Subsec. (c). Pub. L. 103–325 added subsec. (c).
1988—Subsec. (b). Pub. L. 100–690 amended subsec. (b)

generally. Prior to amendment, subsec. (b) read as fol-
lows: ‘‘The authority of the Secretary under this sec-
tion extends to any person engaging in the business of
carrying on any of the following functions:

‘‘(1) Issuing or redeeming checks, money orders,
travelers’ checks, or similar instruments, except as
an incident to the conduct of its own nonfinancial
business.

‘‘(2) Transferring funds or credits domestically or
internationally.

‘‘(3) Operating a currency exchange or otherwise
dealing in foreign currencies or credits.

‘‘(4) Operating a credit card system.
‘‘(5) Performing such similar, related, or substitute

functions for any of the foregoing or for banking as
may be specified by the Secretary in regulations.’’

EFFECTIVE AND TERMINATION DATES OF 2001
AMENDMENT

Amendments by title III of Pub. L. 107–56 to termi-
nate effective on and after the first day of fiscal year
2005 if Congress enacts a joint resolution that such
amendments no longer have the force of law, see sec-
tion 303 of Pub. L. 107–56, set out as a Four-Year Con-
gressional Review; Expedited Consideration note under
section 5311 of Title 31, Money and Finance.

Amendment by Pub. L. 107–56 applicable with respect
to reports filed or records maintained on, before, or
after Oct. 26, 2001, see section 358(h) of Pub. L. 107–56,
set out as a note under section 1829b of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1951 of this title;
title 31 sections 5321, 5322, 5324.

§ 1954. Injunctions

Whenever it appears to the Secretary that any
person has engaged, is engaged, or is about to
engage in any acts or practices constituting a
violation of any regulation under this chapter,
he may in his discretion bring an action, in the
proper district court of the United States or the
proper United States court of any territory or
other place subject to the jurisdiction of the
United States, to enjoin such acts or practices,
and upon a proper showing a permanent or tem-
porary injunction or restraining order shall be
granted without bond. Upon application of the
Secretary, any such court may also issue man-
datory injunctions commanding any person to
comply with any regulation of the Secretary
under this chapter.

(Pub. L. 91–508, title I, § 124, Oct. 26, 1970, 84 Stat.
1117.)

§ 1955. Civil penalties

(a) For each willful or grossly negligent viola-
tion of any regulation under this chapter, the
Secretary may assess upon any person to which
the regulation applies, or any person willfully
causing a violation of the regulation, and, if
such person is a partnership, corporation, or
other entity, upon any partner, director, officer,
or employee thereof who willfully or through
gross negligence participates in the violation, a
civil penalty not exceeding $10,000.

(b) In the event of the failure of any person to
pay any penalty assessed under this section, a
civil action for the recovery thereof may, in the
discretion of the Secretary, be brought in the
name of the United States.

(Pub. L. 91–508, title I, § 125, Oct. 26, 1970, 84 Stat.
1117; Pub. L. 100–690, title VI, § 6185(d)(3)(B), Nov.
18, 1988, 102 Stat. 4357; Pub. L. 102–550, title XV,
§ 1535(c)(1), Oct. 28, 1992, 106 Stat. 4067.)

AMENDMENTS

1992—Subsec. (a). Pub. L. 102–550 inserted ‘‘or any per-
son willfully causing a violation of the regulation,’’
after ‘‘applies,’’.

1988—Subsec. (a). Pub. L. 100–690 inserted ‘‘or grossly
negligent’’ after ‘‘willful’’ and ‘‘or through gross neg-
ligence’’ after ‘‘willfully’’ and substituted ‘‘$10,000’’ for
‘‘$1,000’’.

§ 1956. Criminal penalty

Whoever willfully violates any regulation
under this chapter shall be fined not more than
$1,000 or imprisoned not more than one year, or
both.

(Pub. L. 91–508, title I, § 126, Oct. 26, 1970, 84 Stat.
1118.)

§ 1957. Additional criminal penalty in certain
cases

Whoever willfully violates, or willfully causes
a violation of any regulation under this chapter,
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1 See References in Text note below.
1 See References in Text note below.
1 See References in Text note below.

section 1829b of this title, or section 1730d 1 of
this title, where the violation is committed in
furtherance of the commission of any violation
of Federal law punishable by imprisonment for
more than one year, shall be fined not more
than $10,000 or imprisoned not more than five
years, or both.

(Pub. L. 91–508, title I, § 127, Oct. 26, 1970, 84 Stat.
1118; Pub. L. 102–550, title XV, § 1535(c)(2), Oct. 28,
1992, 106 Stat. 4067.)

REFERENCES IN TEXT

Section 1730d of this title, referred to in text, was re-
pealed by Pub. L. 101–73, title IV, § 407, Aug. 9, 1989, 103
Stat. 363.

AMENDMENTS

1992—Pub. L. 102–550 inserted ‘‘, or willfully causes a
violation of’’ after ‘‘Whoever willfully violates’’.

§ 1958. Compliance

The Secretary shall have the responsibility to
assure compliance with the requirements of this
chapter and sections 1730d 1 and 1829b of this
title and may delegate such responsibility to the
appropriate bank supervisory agency, or other
supervisory agency.

(Pub. L. 91–508, title I, § 128, Oct. 26, 1970, 84 Stat.
1118.)

REFERENCES IN TEXT

Section 1730d of this title, referred to in text, was re-
pealed by Pub. L. 101–73, title IV, § 407, Aug. 9, 1989, 103
Stat. 363.

§ 1959. Administrative procedure

The administrative procedure and judicial re-
view provisions of subchapter II of chapter 5 and
chapter 7 of title 5 shall apply to all proceedings
under this chapter, section 1829b of this title,
and section 1730d 1 of this title.

(Pub. L. 91–508, title I, § 129, Oct. 26, 1970, 84 Stat.
1118.)

REFERENCES IN TEXT

Section 1730d of this title, referred to in text, was re-
pealed by Pub. L. 101–73, title IV, § 407, Aug. 9, 1989, 103
Stat. 363.

CHAPTER 22�TYING ARRANGEMENTS

Sec.
1971. Definitions.
1972. Certain tying arrangements prohibited; cor-

respondent accounts.
1973. Jurisdiction of courts; duty of United States

attorneys; equitable proceedings; petition;
expedition of cases; temporary restraining
orders; bringing in additional parties; sub-
penas.

1974. Actions by United States; subpenas for wit-
nesses.

1975. Civil actions by persons injured; jurisdiction
and venue; amount of recovery.

1976. Injunctive relief for persons against threat-
ened loss or damages; equitable proceed-
ings; preliminary injunctions.

1977. Limitation of actions; suspension of limita-
tions.

Sec.
1978. Actions under other Federal or State laws un-

affected; regulations or orders barred as a
defense.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 1843, 1850, 3106
of this title; title 15 section 6701.

§ 1971. Definitions

As used in this chapter, the terms ‘‘bank’’,
‘‘bank holding company’’, ‘‘subsidiary’’, and
‘‘Board’’ have the meaning ascribed to such
terms in section 1841 of this title. For purposes
of this chapter only, the term ‘‘company’’, as
used in section 1841 of this title, means any per-
son, estate, trust, partnership, corporation, as-
sociation, or similar organization, but does not
include any corporation the majority of the
shares of which are owned by the United States
or by any State. The term ‘‘trust service’’ means
any service customarily performed by a bank
trust department. For purposes of this chapter,
a financial subsidiary of a national bank engag-
ing in activities pursuant to section 24a(a) of
this title shall be deemed to be a subsidiary of
a bank holding company, and not a subsidiary of
a bank.

(Pub. L. 91–607, title I, § 106(a), Dec. 31, 1970, 84
Stat. 1766; Pub. L. 106–102, title I, § 121(c), Nov.
12, 1999, 113 Stat. 1380.)

AMENDMENTS

1999—Pub. L. 106–102 inserted at end ‘‘For purposes of
this chapter, a financial subsidiary of a national bank
engaging in activities pursuant to section 24a(a) of this
title shall be deemed to be a subsidiary of a bank hold-
ing company, and not a subsidiary of a bank.’’

EFFECTIVE DATE OF 1999 AMENDMENT

Amendment by Pub. L. 106–102 effective 120 days after
Nov. 12, 1999, see section 161 of Pub. L. 106–102, set out
as a note under section 24 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 7 section 2016.

§ 1972. Certain tying arrangements prohibited;
correspondent accounts

(1) A bank shall not in any manner extend
credit, lease or sell property of any kind, or fur-
nish any service, or fix or vary the consideration
for any of the foregoing, on the condition or re-
quirement—

(A) that the customer shall obtain some ad-
ditional credit, property, or service from such
bank other than a loan, discount, deposit, or
trust service;

(B) that the customer shall obtain some ad-
ditional credit, property, or service from a
bank holding company of such bank, or from
any other subsidiary of such bank holding
company;

(C) that the customer provide some addi-
tional credit, property, or service to such
bank, other than those related to and usually
provided in connection with a loan, discount,
deposit, or trust service;

(D) that the customer provide some addi-
tional credit, property, or service to a bank
holding company of such bank, or to any other
subsidiary of such bank holding company; or
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(E) that the customer shall not obtain some
other credit, property, or service from a com-
petitor of such bank, a bank holding company
of such bank, or any subsidiary of such bank
holding company, other than a condition or
requirement that such bank shall reasonably
impose in a credit transaction to assure the
soundness of the credit.

The Board may by regulation or order permit
such exceptions to the foregoing prohibition and
the prohibitions of section 1843(f)(9) and
1843(h)(2) of this title as it considers will not be
contrary to the purposes of this chapter.

(2)(A) No bank which maintains a correspond-
ent account in the name of another bank shall
make an extension of credit to an executive offi-
cer or director of, or to any person who directly
or indirectly or acting through or in concert
with one or more persons owns, controls, or has
the power to vote more than 10 per centum of
any class of voting securities of, such other
bank or to any related interest of such person
unless such extension of credit is made on sub-
stantially the same terms, including interest
rates and collateral as those prevailing at the
time for comparable transactions with other
persons and does not involve more than the nor-
mal risk of repayment or present other unfavor-
able features.

(B) No bank shall open a correspondent ac-
count at another bank while such bank has out-
standing an extension of credit to an executive
officer or director of, or other person who di-
rectly or indirectly or acting through or in con-
cert with one or more persons owns, controls, or
has the power to vote more than 10 per centum
of any class of voting securities of, the bank de-
siring to open the account or to any related in-
terest of such person, unless such extension of
credit was made on substantially the same
terms, including interest rates and collateral as
those prevailing at the time for comparable
transactions with other persons and does not in-
volve more than the normal risk of repayment
or present other unfavorable features.

(C) No bank which maintains a correspondent
account at another bank shall make an exten-
sion of credit to an executive officer or director
of, or to any person who directly or indirectly
acting through or in concert with one or more
persons owns, controls, or has the power to vote
more than 10 per centum of any class of voting
securities of, such other bank or to any related
interest of such person, unless such extension of
credit is made on substantially the same terms,
including interest rates and collateral as those
prevailing at the time for comparable trans-
actions with other persons and does not involve
more than the normal risk of repayment or
present other unfavorable features.

(D) No bank which has outstanding an exten-
sion of credit to an executive officer or director
of, or to any person who directly or indirectly or
acting through or in concert with one or more
persons owns, controls, or has the power to vote
more than 10 per centum of any class of voting
securities of, another bank or to any related in-
terest of such person shall open a correspondent
account at such other bank, unless such exten-
sion of credit was made on substantially the
same terms, including interest rates and collat-

eral as those prevailing at the time for com-
parable transactions with other persons and
does not involve more than the normal risk of
repayment or present other unfavorable fea-
tures.

(E) For purposes of this paragraph, the term
‘‘extension of credit’’ shall have the meaning
prescribed by the Board pursuant to section 375b
of this title, and the term ‘‘executive officer’’
shall have the same meaning given it under sec-
tion 375a of this title.

(F) CIVIL MONEY PENALTY.—
(i) FIRST TIER.—Any bank which, and any in-

stitution-affiliated party (within the meaning
of section 1813(u) of this title) with respect to
such bank who, violates any provision of this
paragraph shall forfeit and pay a civil penalty
of not more than $5,000 for each day during
which such violation continues.

(ii) SECOND TIER.—Notwithstanding clause
(i), any bank which, and any institution-affili-
ated party (within the meaning of section
1813(u) of this title) with respect to such bank
who—

(I)(aa) commits any violation described in
clause (i);

(bb) recklessly engages in an unsafe or un-
sound practice in conducting the affairs of
such bank; or

(cc) breaches any fiduciary duty;
(II) which violation, practice, or breach—

(aa) is part of a pattern of misconduct;
(bb) causes or is likely to cause more

than a minimal loss to such bank; or
(cc) results in pecuniary gain or other

benefit to such party,

shall forfeit and pay a civil penalty of not
more than $25,000 for each day during which
such violation, practice, or breach continues.

(iii) THIRD TIER.—Notwithstanding clauses
(i) and (ii), any bank which, and any institu-
tion-affiliated party (within the meaning of
section 1813(u) of this title) with respect to
such bank who—

(I) knowingly—
(aa) commits any violation described in

clause (i);
(bb) engages in any unsafe or unsound

practice in conducting the affairs of such
bank; or

(cc) breaches any fiduciary duty; and

(II) knowingly or recklessly causes a sub-
stantial loss to such bank or a substantial
pecuniary gain or other benefit to such
party by reason of such violation, practice,
or breach,

shall forfeit and pay a civil penalty in an
amount not to exceed the applicable maximum
amount determined under clause (iv) for each
day during which such violation, practice, or
breach continues.

(iv) MAXIMUM AMOUNTS OF PENALTIES FOR
ANY VIOLATION DESCRIBED IN CLAUSE (iii).—The
maximum daily amount of any civil penalty
which may be assessed pursuant to clause (iii)
for any violation, practice, or breach described
in such clause is—

(I) in the case of any person other than a
bank, an amount to not exceed $1,000,000;
and
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(II) in the case of a bank, an amount not
to exceed the lesser of—

(aa) $1,000,000; or
(bb) 1 percent of the total assets of such

bank.

(v) ASSESSMENT; ETC.—Any penalty imposed
under clause (i), (ii), or (iii) may be assessed
and collected—

(I) in the case of a national bank, by the
Comptroller of the Currency;

(II) in the case of a State member bank, by
the Board; and

(III) in the case of an insured nonmember
State bank, by the Federal Deposit Insur-
ance Corporation,

in the manner provided in subparagraphs (E),
(F), (G), and (I) of section 1818(i)(2) of this title
for penalties imposed (under such section) and
any such assessment shall be subject to the
provisions of such section.

(vi) HEARING.—The bank or other person
against whom any penalty is assessed under
this subparagraph shall be afforded an agency
hearing if such bank or person submits a re-
quest for such hearing within 20 days after the
issuance of the notice of assessment. Section
1818(h) of this title shall apply to any proceed-
ing under this subparagraph.

(vii) DISBURSEMENT.—All penalties collected
under authority of this subsection shall be de-
posited into the Treasury.

(viii) ‘‘VIOLATE’’ DEFINED.—For purposes of
this paragraph, the term ‘‘violate’’ includes
any action (alone or with another or others)
for or toward causing, bringing about, partici-
pating in, counseling, or aiding or abetting a
violation.

(ix) REGULATIONS.—The Comptroller of the
Currency, the Board, and the Federal Deposit
Insurance Corporation shall prescribe regula-
tions establishing such procedures as may be
necessary to carry out this subparagraph.

(G)(i) Each executive officer and each stock-
holder of record who directly or indirectly owns,
controls, or has the power to vote more than 10
per centum of any class of voting securities of
an insured bank shall make a written report to
the board of directors of such bank for any year
during which such executive officer or share-
holder has outstanding an extension of credit
from a bank which maintains a corresponding
account in the name of such bank. Such report
shall include the following information:

(1) the maximum amount of indebtedness to
the bank maintaining the correspondent ac-
count during such year of (a) such executive
officer or stockholder of record, (b) each com-
pany controlled by such executive officer or
stockholder, or (c) each political or campaign
committee the funds or services of which will
benefit such executive officer or stockholder,
or which is controlled by such executive offi-
cer or stockholder;

(2) the amount of indebtedness to the bank
maintaining the correspondent account out-
standing as of a date not more than ten days
prior to the date of filing of such report of (a)
such executive officer or stockholder of
record, (b) each company controlled by such
executive officer or stockholder, or (c) each

political or campaign committee the funds or
services of which will benefit such executive
officer or stockholder;

(3) the range of interest rates charged on
such indebtedness of such executive officer or
stockholder of record; and

(4) the terms and conditions of such indebt-
edness of such executive officer or stockholder
of record.

(ii) The appropriate Federal banking agencies
are authorized to issue rules and regulations, in-
cluding definitions of terms, to require the re-
porting and public disclosure of information by
any bank or executive officer or principal share-
holder thereof concerning any extension of cred-
it by a correspondent bank to the reporting
bank’s executive officers or principal sharehold-
ers, or the related interests of such persons.

(H) For the purpose of this paragraph—
(i) the term ‘‘bank’’ includes a mutual sav-

ings bank, a savings bank, and a savings asso-
ciation (as those terms are defined in section
1813 of this title);

(ii) the term ‘‘related interests of such per-
sons’’ includes any company controlled by
such executive officer, director, or person, or
any political or campaign committee the
funds or services of which will benefit such ex-
ecutive officer, director, or person or which is
controlled by such executive officer, director,
or person; and

(iii) the terms ‘‘control of a company’’ and
‘‘company’’ have the same meaning as under
section 375b of this title.

(I) NOTICE UNDER THIS SECTION AFTER SEPARA-
TION FROM SERVICE.—The resignation, termi-
nation of employment or participation, or sepa-
ration of an institution-affiliated party (within
the meaning of section 1813(u) of this title) with
respect to such a bank (including a separation
caused by the closing of such a bank) shall not
affect the jurisdiction and authority of the ap-
propriate Federal banking agency to issue any
notice and proceed under this section against
any such party, if such notice is served before
the end of the 6-year period beginning on the
date such party ceased to be such a party with
respect to such bank (whether such date occurs
before, on, or after August 9, 1989).

(Pub. L. 91–607, title I, § 106(b), Dec. 31, 1970, 84
Stat. 1766; Pub. L. 95–630, title VIII, § 801, Nov. 10,
1978, 92 Stat. 3690; Pub. L. 97–320, title IV,
§§ 410(f), 424(c), (d)(11), (e), 428, Oct. 15, 1982, 96
Stat. 1520, 1523, 1526; Pub. L. 101–73, title IX,
§§ 905(h), 907(i), Aug. 9, 1989, 103 Stat. 461, 473;
Pub. L. 102–242, title III, § 306(j), Dec. 19, 1991, 105
Stat. 2359; Pub. L. 104–208, div. A, title II,
§ 2216(a), Sept. 30, 1996, 110 Stat. 3009–413.)

AMENDMENTS

1996—Par. (1). Pub. L. 104–208, in concluding provi-
sions, inserted ‘‘and the prohibitions of section
1843(f)(9) and 1843(h)(2) of this title’’ after ‘‘prohibi-
tion’’.

1991—Par. (2)(H)(i). Pub. L. 102–242 inserted before
semicolon at end ‘‘, a savings bank, and a savings asso-
ciation (as those terms are defined in section 1813 of
this title)’’.

1989—Par. (2)(F). Pub. L. 101–73, § 907(i), amended sub-
par. (F) generally, revising and restating as cls. (i) to
(ix) provisions of former cls. (i) to (vii).
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Par. (2)(I). Pub. L. 101–73, § 905(h), added subpar. (I).
1982—Par. (2)(A) to (D). Pub. L. 97–320, § 428(a)(1)–(4),

inserted ‘‘or to any related interest of such person’’
after ‘‘such other bank’’ in subpar. (A), ‘‘desiring to
open the account’’ in subpar. (B), ‘‘such other bank’’ in
subpar. (C), and ‘‘another bank’’ in subpar. (D).

Par. (2)(E). Pub. L. 97–320, § 410(f), substituted ‘‘the
meaning prescribed by the Board pursuant to section
375b of this title’’ for ‘‘the same meaning given it in
section 371c of this title’’.

Par. (2)(F)(i). Pub. L. 97–320, § 424(c), (d)(11), inserted
proviso giving agency discretionary authority to com-
promise, etc., any civil money penalty imposed under
such authority, and substituted ‘‘may be assessed’’ for
‘‘shall be assessed’’.

Par. (2)(F)(iv). Pub. L. 97–320, § 424(e), substituted
‘‘twenty days from the service’’ for ‘‘ten days from the
date’’.

Par. (2)(G)(ii). Pub. L. 97–320, § 428(b)(1), substituted
‘‘(ii) The appropriate Federal banking agencies are au-
thorized to issue rules and regulations, including defi-
nitions of terms, to require the reporting and public
disclosure of information by any bank or executive offi-
cer or principal shareholder thereof concerning any ex-
tension of credit by a correspondent bank to the report-
ing bank’s executive officers or principal shareholders,
or the related interests of such persons.’’ for ‘‘(ii) Each
insured bank shall compile the reports filed pursuant
to subparagraph (G)(i) and forward such compilation to
the Comptroller of the Currency in the case of a na-
tional bank, the Board in the case of a State member
bank, and the Federal Deposit Insurance Corporation in
the case of an insured nonmember State bank.’’

Par. (2)(G)(iii). Pub. L. 97–320, § 428(b)(2), struck out
cl. (iii) which required insured banks to include in their
section 1817(k)(1) report a list of names of executive of-
ficers or stockholders of record owning, controlling, or
having more than a 10 per centum voting control of any
class of voting securities of the bank who file informa-
tion required by subpar. (G)(i) and aggregate amount of
extensions of credit by correspondent banks to such ex-
ecutive officers or stockholders of record, any company
controlled by such persons, and any political or cam-
paign committee the funds or services of which will
benefit such persons, or which is controlled by such
persons.

Par. (2)(H). Pub. L. 97–320, § 428(c), added subpar. (H).
1978—Pub. L. 95–630 designated existing provisions as

par. (1), redesignated former pars. (1) to (5) as subpars.
(A) to (E), and added par. (2).

EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by Pub. L. 102–242 effective upon earlier
of date on which final regulations under section
306(m)(1) of Pub. L. 102–242 become effective or 150 days
after Dec. 19, 1991, see section 306(l) of Pub. L. 102–242,
set out as a note under section 375b of this title.

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by section 907(i) of Pub. L. 101–73 applica-
ble to conduct engaged in after Aug. 9, 1989, except that
increased maximum penalties of $5,000 and $25,000 may
apply to conduct engaged in before such date if such
conduct is not already subject to a notice issued by the
appropriate agency and occurred after completion of
the last report of the examination of the institution by
the appropriate agency occurring before Aug. 9, 1989,
see section 907(l) of Pub. L. 101–73, set out as a note
under section 93 of this title.

EFFECTIVE DATE OF 1982 AMENDMENT

Amendment by section 428(b) of Pub. L. 97–320 effec-
tive when regulations referred to in the amendment be-
come effective as provided in section 430 of Pub. L.
97–320, set out as a note under section 1817 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective on expiration
of 120 days after Nov. 10, 1978, see section 2101 of Pub.

L. 95–630, set out as an Effective Date note under sec-
tion 375b of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1464, 1831x, 1973,
1974, 1975, 1976 of this title.

§ 1973. Jurisdiction of courts; duty of United
States attorneys; equitable proceedings; peti-
tion; expedition of cases; temporary restrain-
ing orders; bringing in additional parties;
subpenas

The district courts of the United States have
jurisdiction to prevent and restrain violations of
section 1972 of this title and it is the duty of the
United States attorneys, under the direction of
the Attorney General, to institute proceedings
in equity to prevent and restrain such viola-
tions. The proceedings may be by way of a peti-
tion setting forth the case and praying that the
violation be enjoined or otherwise prohibited.
When the parties complained of have been duly
notified of the petition, the court shall proceed,
as soon as possible, to the hearing and deter-
mination of the case. While the petition is pend-
ing, and before final decree, the court may at
any time make such temporary restraining
order or prohibition as it deems just. Whenever
it appears to the court that the ends of justice
require that other parties be brought before it,
the court may cause them to be summoned
whether or not they reside in the district in
which the court is held, and subpenas to that
end may be served in any district by the mar-
shal thereof.

(Pub. L. 91–607, title I, § 106(c), Dec. 31, 1970, 84
Stat. 1767.)

§ 1974. Actions by United States; subpenas for
witnesses

In any action brought by or on behalf of the
United States under section 1972 of this title,
subpenas for witnesses may run into any dis-
trict, but no writ of subpena may issue for wit-
nesses living out of the district in which the
court is held at a greater distance than one hun-
dred miles from the place of holding the same
without the prior permission of the trial court
upon proper application and cause shown.

(Pub. L. 91–607, title I, § 106(d), Dec. 31, 1970, 84
Stat. 1767.)

§ 1975. Civil actions by persons injured; jurisdic-
tion and venue; amount of recovery

Any person who is injured in his business or
property by reason of anything forbidden in sec-
tion 1972 of this title may sue therefor in any
district court of the United States in which the
defendant resides or is found or has an agent,
without regard to the amount in controversy,
and shall be entitled to recover three times the
amount of the damages sustained by him, and
the cost of suit, including a reasonable attor-
ney’s fee.

(Pub. L. 91–607, title I, § 106(e), Dec. 31, 1970, 84
Stat. 1767.)
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§ 1976. Injunctive relief for persons against
threatened loss or damages; equitable pro-
ceedings; preliminary injunctions

Any person may sue for and have injunctive
relief, in any court of the United States having
jurisdiction over the parties, against threatened
loss or damage by reason of a violation of sec-
tion 1972 of this title, under the same conditions
and principles as injunctive relief against
threatened conduct that will cause loss or dam-
age is granted by courts of equity and under the
rules governing such proceedings. Upon the exe-
cution of proper bond against damages for an in-
junction improvidently granted and a showing
that the danger of irreparable loss or damage is
immediate, a preliminary injunction may issue.

(Pub. L. 91–607, title I, § 106(f), Dec. 31, 1970, 84
Stat. 1767.)

§ 1977. Limitation of actions; suspension of limi-
tations

(1) Subject to paragraph (2) of this section,
any action to enforce any cause of action under
this chapter shall be forever barred unless com-
menced within four years after the cause of ac-
tion accrued.

(2) Whenever any enforcement action is insti-
tuted by or on behalf of the United States with
respect to any matter which is or could be the
subject of a private right of action under this
chapter, the running of the statute of limita-
tions in respect of every private right of action
arising under this chapter and based in whole or
in part on such matter shall be suspended during
the pendency of the enforcement action so insti-
tuted and for one year thereafter: Provided, That
whenever the running of the statute of limita-
tions in respect of a cause of action arising
under this chapter is suspended under this para-
graph, any action to enforce such cause of ac-
tion shall be forever barred unless commenced
either within the period of suspension or within
the four-year period referred to in paragraph (1)
of this section.

(Pub. L. 91–607, title I, § 106(g), Dec. 31, 1970, 84
Stat. 1768.)

§ 1978. Actions under other Federal or State laws
unaffected; regulations or orders barred as a
defense

Nothing contained in this chapter shall be
construed as affecting in any manner the right
of the United States or any other party to bring
an action under any other law of the United
States or of any State, including any right
which may exist in addition to specific statu-
tory authority, challenging the legality of any
act or practice which may be proscribed by this
chapter. No regulation or order issued by the
Board under this chapter shall in any manner
constitute a defense to such action.

(Pub. L. 91–607, title I, § 106(h), Dec. 31, 1970, 84
Stat. 1768.)
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officer or other person; per-
sonal dishonesty; willful or
continuing disregard; unfit-
ness to continue in office or
to participate in affairs of in-
stitution.

(c) Suspension from office; prohibi-
tion from further participa-
tion in conduct of affairs of
institution; service of notice.

(d) Statement of grounds for re-
moval or prohibition; notice
and hearing; order of suspen-
sion, removal or prohibition;
service of order.

Sec.
(e) Stay of suspension or prohibi-

tion.
2265. Suspension or removal of director or of-

ficer charged with felony.
2266. Hearings and judicial review.

(a) Venue; closed hearings; deci-
sions and findings of fact; or-
ders; modification or other ac-
tion by Farm Credit Adminis-
tration; judicial review.

(b) Judicial review; commencement
of proceedings; filing of peti-
tion and record; exclusive ju-
risdiction; finality of judg-
ment and decree.

(c) Proceedings operating as stays
of orders.

2267. Jurisdiction and enforcement.
2268. Penalty.

(a) Forfeiture and payment; com-
promise, modification, or re-
mitting by Farm Credit Ad-
ministration; assessment and
collection by written notice.

(b) Factors determining amount.
(c) Notice and hearing; final orders.
(d) Judicial review.
(e) Action by Attorney General to

recover amount assessed.
(f) Rules and regulations.
(g) Payment into Treasury.
(h) Directives as final orders.

2269. Further penalties.
2270. Replacement of suspended or removed di-

rectors.
2271. Definitions.
2272. Notice of service.
2273. Ancillary provisions; subpena power; etc.
2274. Power to remove directors and officers.

PART D—MISCELLANEOUS

2275. General Accounting Office audit; report
to Congress.

2275a. Transition rules relating to amendment
of certain FCA approval authorities.

(a) In general.
(b) Authority to issue regulations.
(c) Effect of section.

2276. Access to and examination by Comptrol-
ler General of books, documents, etc.,
of farm credit system banks and insti-
tutions.

PART E—FARM CREDIT SYSTEM INSURANCE
CORPORATION

2277a. Definitions.
2277a–1. Establishment of Farm Credit System

Insurance Corporation.
2277a–2. Board of Directors.

(a) Establishment.
(b) Chairman.

2277a–3. Commencement of insurance.
2277a–4. Premiums.

(a) Amount in Fund not exceeding
secure base amount.

(b) Amount in Fund exceeding se-
cure base amount.

(c) Secure base amount.
(d) Determination of principal out-

standing.
(e) Allocation to System institu-

tions of excess reserves.
2277a–5. Certification of premiums.

(a) Filing certified statement.
(b) Contents and form of state-

ment.
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Sec.
(c) Initial premium payment.
(d) Subsequent premium payments.
(e) Regulations.

2277a–6. Overpayment and underpayment of pre-
miums; remedies.

(a) Overpayments.
(b) Underpayments.
(c) Failure to file statement or pay

premium.
(d) Effect on other remedies.

2277a–7. General corporate powers.
2277a–8. Conduct of corporate affairs; examina-

tion of System institutions.
(a) Conduct of corporate affairs.
(b) Examination of System institu-

tions.
(c) Oath, affirmations, and testi-

mony.
(d) Cooperation with FCA examin-

ers.
2277a–9. Insurance Fund.

(a) Establishment.
(b) Amounts in Fund.
(c) Uses of Fund.

2277a–10. Powers of Corporation with respect to
troubled insured System banks.

(a) Authority to provide assistance.
(b) Authority to pledge or sell as-

sets.
(c) Subrogation.
(d) Right to assets.
(e) Insured System bank.
(f) Effective date.

2277a–10a. Oversight actions by Corporation.
(a) ‘‘Institution’’ defined.
(b) Consultation regarding partici-

pation of undercapitalized
banks in issuance of insured
obligations.

(c) Consultation regarding applica-
tions for mergers and
restructurings.

2277a–10b. Authority to regulate golden parachute
and indemnification payments.

(a) Definitions.
(b) Prohibition.
(c) Factors to be taken into ac-

count.
(d) Certain payments prohibited.
(e) Rule of construction.

2277a–11. Investment of funds.
2277a–12. Exemption from taxation.
2277a–13. Omitted.
2277a–14. Prohibitions.

(a) Corporate name.
(b) Payments or distributions while

in default.
(c) Failure to file statement or pay

premium.
(d) Employment of persons con-

victed of criminal offenses.

SUBCHAPTER VI—ASSISTANCE TO FARM CREDIT
SYSTEM

PART A—ASSISTANCE BOARD

2278a. Establishment of Board.
(a) Charters.
(b) Use of Capital Corporation

staff.
2278a–1. Purposes.
2278a–2. Board of Directors.

(a) Membership.
(b) Chairman.
(c) Terms of office, succession, and

vacancies.

Sec.
(d) Compensation of Board mem-

bers.
(e) Rules and records.
(f) Quorum required.
(g) Chief executive officer.

2278a–3. Corporate powers.
(a) In general.
(b) Power to remove; jurisdiction.

2278a–4. Certification of eligibility to issue pre-
ferred stock.

(a) Book value less than par value
of stock and equities.

(b) Book value less than 75 percent
of par value of stock and equi-
ties.

(c) Mandatory determination of
eligibility.

(d) Implementation.
(e) ‘‘Other similar equities’’ de-

fined.
2278a–5. Assistance.

(a) In general.
(b) ‘‘High-cost debt’’ defined.
(c) Minimum equity value.
(d) Limitation.

2278a–6. Special powers.
(a) In general.
(b) Suspension of assistance.
(c) Undated letters of resignation.
(d) Reports.

2278a–7. Administration.
(a) Expenses.
(b) Interim funding.
(c) Assistance operations.
(d) Access to FCA documents.

2278a–8. Limitation of powers.
(a) Purposes.
(b) Prohibition.

2278a–9. Succession.
(a) Assets and liabilities.
(b) Contracts.
(c) Adjustment of assessments.
(d) Surplus funds.
(e) Preservation agreements.

2278a–10. Effect of regulations; audits.
(a) Issuance.
(b) Regulation by Farm Credit Ad-

ministration.
(c) Audits.

2278a–11. Exemption from taxation.
2278a–12. Termination.
2278a–13. Transitional provisions.

(a) Exercise of powers.
(b) Limitation on assistance.
(c) Issuance of stock.
(d) Repayment.

PART B—FINANCIAL ASSISTANCE CORPORATION

2278b. Establishment of Corporation.
2278b–1. Purpose.
2278b–2. Board of Directors.

(a) Board of Directors.
(b) Rules and records.
(c) Quorum required.
(d) Chief executive officer.

2278b–3. Stock.
2278b–4. Corporate powers.

(a) In general.
(b) Power to remove, and jurisdic-

tion.
2278b–5. Accounts.

(a) Farm Credit Assistance Fund.
(b) Financial Assistance Corpora-

tion Trust Fund.
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Sec.
2278b–6. Debt obligations.

(a) Issuance.
(b) Conditions.
(c) Interest payments.
(d) Refinancing and payment of

principal; defaults.
(e) Administration.

2278b–7. Preferred stock.
(a) Issuance.
(b) Purchase.

2278b–8. Payments.
(a) In general.
(b) Authorization of appropria-

tions.
2278b–9. One-time stock purchase.

(a) Amount of stock purchase.
(b) Computations.
(c) Notice.
(d) Institution requirements after

notice.
(e) Jurisdiction over actions.

2278b–10. Exemption from taxation.
(a) Assets.
(b) Obligations.

2278b–11. Termination.
(a) Financial Assistance Corpora-

tion.
(b) Accounts.

SUBCHAPTER VII—RESTRUCTURING OF SYSTEM
INSTITUTIONS

PART A—MERGER OF BANKS WITHIN A DISTRICT

2279a. Power to merge.
2279a–1. Board of directors.
2279a–2. Powers of merged banks.

(a) In general.
(b) Regulations.

2279a–3. Capitalization.
2279a–4, 2279a–5. Repealed or Transferred.

PART B—MERGERS, TRANSFERS OF ASSETS, AND
POWERS OF ASSOCIATIONS WITHIN A DISTRICT

SUBPART 1—TRANSFERS BY FEDERAL LAND BANKS TO
FEDERAL LAND BANK ASSOCIATIONS

2279b. Transfer of lending authority.
(a) Voluntary transfers.
(b) Direct loans and financial as-

sistance.
(c) Regulations.
(d) Mandatory transfer.

SUBPART 2—MERGER OF LIKE AND UNLIKE ASSOCIATIONS

2279c. Transferred.
2279c–1. Merger of associations.

(a) In general.
(b) Powers, obligations, and con-

solidation.
(c) Stock issuance.

SUBPART 3—RECONSIDERATION

2279c–2. Reconsideration.
(a) Period.
(b) Reconsideration.
(c) Special reconsideration.

SUBPART 4—TERMINATION AND DISSOLUTION OF
INSTITUTIONS

2279d. Termination of System institution
status.

(a) Conditions.
(b) Effect.

PART C—APPROVAL OF DISCLOSURE INFORMATION AND
ISSUANCE OF CHARTERS BY THE FARM CREDIT ADMIN-
ISTRATION BOARD

2279e. Approval of disclosure information and
issuance of charters.

Sec.
(a) Disclosure of information.
(b) Notice of reasons for dis-

approval.
(c) Federal charter.

PART D—MERGERS OF LIKE ENTITIES

2279f. Merger of similar banks.
(a) In general.
(b) Powers and capitalization.
(c) Board of directors.

2279f–1. Merger of similar associations.
(a) In general.
(b) Procedures.

PART E—TAXATION OF MERGER TRANSACTIONS

2279g. Transactions to accomplish mergers ex-
empt from certain State taxes.

SUBCHAPTER VIII—AGRICULTURAL MORTGAGE
SECONDARY MARKET

2279aa. Definitions.

PART A—ESTABLISHMENT AND ACTIVITIES OF FEDERAL
AGRICULTURAL MORTGAGE CORPORATION

2279aa–1. Federal Agricultural Mortgage Corpora-
tion.

(a) Establishment.
(b) Duties.

2279aa–2. Board of directors.
(a) Interim board.
(b) Permanent board.
(c) Officers and staff.

2279aa–3. Powers and duties of Corporation and
Board.

(a) Guarantees.
(b) Duties of Board.
(c) Powers of Corporation.
(d) Federal Reserve banks as de-

positaries and fiscal agents.
(e) Access to book-entry system.

2279aa–4. Stock issuance.
(a) Voting common stock.
(b) Required capital contributions.
(c) Dividends.
(d) Nonvoting common stock.
(e) Preferred stock.

2279aa–5. Certification of agricultural mortgage
marketing facilities.

(a) Eligibility standards.
(b) Certification by Corporation.
(c) Maximum time period for cer-

tification.
(d) Revocation.
(e) Affiliation of FCS institutions

with facility.
2279aa–6. Guarantee of qualified loans.

(a) Guarantee authorized for cer-
tified facilities.

(b) Other responsibilities of and
limitations on certified facili-
ties.

(c) Additional authority of Board.
(d) Aggregate principal amounts of

qualified loans.
(e) Purchase of guaranteed securi-

ties.
2279aa–7. Repealed.
2279aa–8. Standards for qualified loans.

(a) Standards.
(b) Minimum criteria.
(c) Loan amount limitation.
(d) Congressional review.
(e) Nondiscrimination require-

ment.



Page 1208TITLE 12—BANKS AND BANKING§ 2001

Sec.
2279aa–9. Exemption from restructuring and bor-

rowers rights provisions for pooled
loans.

(a) Restructuring.
(b) Borrowers rights.

2279aa–10. Funding for guarantee; reserves of Cor-
poration.

(a) Guarantee.
(b) Guarantee fees.
(c) Corporation reserve against

guarantees losses required.
(d) Fees to cover administrative

costs authorized.
2279aa–11. Supervision, examination, and report of

condition.
(a) Regulation.
(b) Examinations and audits.
(c) Annual report of condition.
(d) FCA assessments to cover costs.
(e) ‘‘Affiliate’’ defined.
(f) Employees and personnel.

2279aa–12. Securities in credit enhanced pools.
(a) Federal laws.
(b) State securities laws.
(c) Authorized investments.
(d) State usury laws superseded.

2279aa–13. Authority to issue obligations to cover
guarantee losses of Corporation.

(a) Sale of obligations to Treasury.
(b) Expeditious transaction re-

quired.
(c) Limitation on amount of out-

standing obligations.
(d) Terms of obligation.
(e) Coordination with title 31.
(f) Authorization of appropria-

tions.
2279aa–14. Federal jurisdiction.

PART B—REGULATION OF FINANCIAL SAFETY AND
SOUNDNESS OF FEDERAL AGRICULTURAL MORTGAGE
CORPORATION

2279bb. Definitions.
2279bb–1. Risk-based capital levels.

(a) Risk-based capital test.
(b) Considerations.
(c) Risk-based capital level.
(d) Specified contents.
(e) Availability of model.

2279bb–2. Minimum capital level.
(a) In general.
(b) Transition period.

2279bb–3. Critical capital level.
2279bb–4. Enforcement levels.

(a) In general.
(b) Discretionary classification.
(c) Quarterly determination.
(d) Notice.
(e) Implementation.

2279bb–5. Mandatory actions applicable to level II.
(a) Capital restoration plan.
(b) Restriction on dividends.
(c) Reclassification from level II to

level III.
(d) Effective date.

2279bb–6. Supervisory actions applicable to level
III.

(a) Mandatory supervisory actions.
(b) Discretionary supervisory ac-

tions.
(c) Effective date.

2297bb–7. Recapitalization of Corporation.
(a) Mandatory recapitalization.
(b) Raising core capital.

Sec.
(c) Limitation on growth of total

assets.
(d) Enforcement.

PART C—RECEIVERSHIP, CONSERVATORSHIP, AND LIQ-
UIDATION OF FEDERAL AGRICULTURAL MORTGAGE
CORPORATION

2279cc. Conservatorship; liquidation; receiver-
ship.

(a) Voluntary liquidation.
(b) Involuntary liquidation.
(c) Appointment of conservator or

receiver.
(d) Judicial review of appointment.
(e) General powers of conservator

or receiver.
(f) Borrowings for working capital.
(g) Agreements against interests of

conservator or receiver.
(h) Report to Congress.
(i) Termination of authorities.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 1786, 1818 of
this title; title 7 section 2009cc–9; title 15 sections 1607,
1691c, 6505, 6809, 6827; title 18 section 1030; title 42 sec-
tion 9601; title 46 section 31322.

§ 2001. Congressional declaration of policy and
objectives

(a) It is declared to be the policy of the Con-
gress, recognizing that a prosperous, productive
agriculture is essential to a free nation and rec-
ognizing the growing need for credit in rural
areas, that the farmer-owned cooperative Farm
Credit System be designed to accomplish the ob-
jective of improving the income and well-being
of American farmers and ranchers by furnishing
sound, adequate, and constructive credit and
closely related services to them, their coopera-
tives, and to selected farm-related businesses
necessary for efficient farm operations.

(b) It is the objective of this chapter to con-
tinue to encourage farmer- and rancher-borrow-
ers participation in the management, control,
and ownership of a permanent system of credit
for agriculture which will be responsive to the
credit needs of all types of agricultural produc-
ers having a basis for credit, and to modernize
and improve the authorizations and means for
furnishing such credit and credit for housing in
rural areas made available through the institu-
tions constituting the Farm Credit System as
herein provided.

(c) It is declared to be the policy of Congress
that the credit needs of farmers, ranchers, and
their cooperatives are best served if the institu-
tions of the Farm Credit System provide equi-
table and competitive interest rates to eligible
borrowers, taking into consideration the credit-
worthiness and access to alternative sources of
credit for borrowers, the cost of funds, including
any costs of defeasance under section 2159(b) of
this title, the operating costs of the institution,
including the costs of any loan loss amortiza-
tion under section 2254(b) of this title, the cost
of servicing loans, the need to retain earnings to
protect borrowers’ stock, and the volume of net
new borrowing. Further, it is declared to be the
policy of Congress that Farm Credit System in-
stitutions take action in accordance with the
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Farm Credit Act Amendments of 1986 in such
manner that borrowers from the institutions de-
rive the greatest benefit practicable from that
Act: Provided, That in no case is any borrower to
be charged a rate of interest that is below com-
petitive market rates for similar loans made by
private lenders to borrowers of equivalent cred-
itworthiness and access to alternative credit.

(Pub. L. 92–181, § 1.1, Dec. 10, 1971, 85 Stat. 583;
Pub. L. 99–509, title I, § 1032, Oct. 21, 1986, 100
Stat. 1877.)

REFERENCES IN TEXT

The Farm Credit Act Amendments of 1986, referred to
in subsec. (c), is subtitle D of Pub. L. 99–509, title I,
§§ 1031–1037, Oct. 21, 1986, 100 Stat. 1877, which amended
sections 2001, 2015, 2075, 2131, 2159, 2205, 2252, and 2254 of
this title and enacted provisions set out as a note
below. For complete classification of this Act to the
Code, see Short Title of 1986 Amendment note below
and Tables.

AMENDMENTS

1986—Subsec. (c). Pub. L. 99–509 added subsec. (c).

EFFECTIVE DATE OF 1985 AMENDMENT

Pub. L. 99–205, title IV, § 401, Dec. 23, 1985, 99 Stat.
1709, provided that: ‘‘The provisions of titles I, II, III,
and VI of this Act [enacting sections 2152, 2161, 2199,
2200, 2216 to 2216k, 2219, 2219a, 2253, 2261 to 2273 of this
title and provisions set out as notes under section 2001
of this title, amending sections 2002, 2012, 2013, 2031,
2033, 2034, 2051, 2052, 2054, 2072 to 2074, 2077, 2078, 2091,
2093 to 2096, 2098, 2122 to 2126, 2132 to 2134, 2151, 2153 to
2156, 2182, 2183, 2201, 2202, 2205, 2206, 2211 to 2213, 2221 to
2223, 2227, 2241 to 2246, 2248 to 2252, and 2254 of this title,
and repealing sections 2152, 2247, and 2253 of this title]
shall become effective thirty days after enactment
[Dec. 23, 1985].’’

SHORT TITLE OF 1996 AMENDMENT

Pub. L. 104–105, § 1(a), Feb. 10, 1996, 110 Stat. 162, pro-
vided that: ‘‘This Act [enacting sections 2214a, 2219e,
2277a–10a, 2277a–10b, 2279bb–7, and 2279cc of this title,
amending sections 2013, 2018, 2020, 2129, 2154a, 2199,
2202a, 2252, 2254, 2277a, 2277a–2, 2277a–4, 2277a–5, 2277a–7,
2277a–8, 2277a–10, 2279aa, 2279aa–1, 2279aa–3, 2279aa–5,
2279aa–6, 2279aa–8, 2279aa–9, 2279aa–11 to 2279aa–13,
2279bb–1 to 2279bb–4 of this title, sections 5314 and 5315
of Title 5, Government Organization and Employees,
and section 1999 of Title 7, Agriculture, repealing sec-
tion 2279aa–7 of this title, and enacting provisions set
out as notes under this section and sections 2013 and
2252 of this title] may be cited as the ‘Farm Credit Sys-
tem Reform Act of 1996’.’’

SHORT TITLE OF 1994 AMENDMENT

Pub. L. 103–376, § 1, Oct. 19, 1994, 108 Stat. 3497, pro-
vided that: ‘‘This Act [enacting section 2206a of this
title and amending sections 2122, 2128, and 2129 of this
title] may be cited as the ‘Farm Credit System Agricul-
tural Export and Risk Management Act’.’’

SHORT TITLE OF 1992 AMENDMENT

Pub. L. 102–552, § 1(a), Oct. 28, 1992, 106 Stat. 4102, pro-
vided that: ‘‘This Act [see Tables for classification]
may be cited as the ‘Farm Credit Banks and Associa-
tions Safety and Soundness Act of 1992’.’’

SHORT TITLE OF 1988 AMENDMENTS

Pub. L. 100–399, § 1, Aug. 17, 1988, 102 Stat. 989, pro-
vided that: ‘‘This Act [see Tables for classification]
may be cited as the ‘Agricultural Credit Technical Cor-
rections Act of 1988’.’’

Pub. L. 100–233, § 1(a), Jan. 6, 1988, 101 Stat. 1568, pro-
vided that: ‘‘This Act [see Tables for classification]
may be cited as the ‘Agricultural Credit Act of 1987’.’’

SHORT TITLE OF 1986 AMENDMENT

Section 1031 of title I of Pub. L. 99–509 provided that:
‘‘This subtitle [subtitle D (§§ 1031–1037) of title I of Pub.
L. 99–509, amending sections 2001, 2015, 2075, 2131, 2159,
2205, 2252, and 2254 of this title] may be cited as the
‘Farm Credit Act Amendments of 1986’.’’

SHORT TITLE OF 1985 AMENDMENT

Pub. L. 99–205, § 1, Dec. 23, 1985, 99 Stat. 1678, provided:
‘‘That this Act [enacting sections 2152, 2161, 2199, 2200,
2216 to 2216k, 2219, 2219a, 2253, 2261 to 2273 of this title
and provisions set out as notes under this section and
section 2241 of this title, amending sections 2002, 2012,
2013, 2031, 2033, 2034, 2051, 2052, 2054, 2072 to 2074, 2077,
2078, 2091, 2093 to 2096, 2098, 2122 to 2126, 2132 to 2134,
2151, 2153 to 2156, 2182, 2183, 2201, 2202, 2205, 2206, 2211 to
2213, 2221 to 2223, 2227, 2241 to 2246, 2248 to 2252, and 2254
of this title, and repealing sections 2152, 2247, and 2253
of this title] may be cited as the ‘Farm Credit Amend-
ments Act of 1985’.’’

SHORT TITLE OF 1980 AMENDMENT

Pub. L. 96–592, § 1, Dec. 24, 1980, 94 Stat. 3437, provided:
‘‘That this Act [enacting sections 2205 to 2208, 2211 to
2214, 2218, and 2260 of this title and amending sections
1141b, 2012 to 2020, 2033, 2034, 2051 to 2054, 2072 to 2077,
2091, 2093, 2094, 2096, 2097, 2122, 2124, 2126, 2128 to 2132,
2156, 2181, 2221, 2223, 2242, 2244, 2249, 2251, and 2252 of this
title and section 3802 of Title 7, Agriculture] may be
cited as the ‘Farm Credit Act Amendments of 1980’.’’

SHORT TITLE

Section 1 of Pub. L. 92–181 provided: ‘‘That this Act
[enacting this chapter and provisions set out as notes
under this section, amending sections 5314 and 5315 of
Title 5, Government Organization and Employees, and
section 393 of this title, and repealing section 636 et seq.
of this title] may be cited as the ‘Farm Credit Act of
1971’.’’

REGULATIONS

Pub. L. 104–105, title III, § 301, Feb. 10, 1996, 110 Stat.
185, provided that: ‘‘The Secretary of Agriculture and
the Farm Credit Administration shall promulgate regu-
lations and take other required actions to implement
the provisions of this Act [see Short Title of 1996
Amendment note above] not later than 90 days after
the effective date of this Act [Feb. 10, 1996].’’

Pub. L. 100–233, title IX, § 901, Jan. 6, 1988, 101 Stat.
1717, as amended by Pub. L. 100–399, title VIII, § 801,
Aug. 17, 1988, 102 Stat. 1006, provided that:

‘‘(a) ISSUANCE OF REGULATIONS.—
‘‘(1) AUTHORITY.—The Farm Credit Administration

Board shall issue such regulations as the Board con-
siders necessary for the orderly and efficient imple-
mentation of the provisions of, and the amendments
made by, this Act [see Tables for classification] relat-
ing to the Farm Credit Act of 1971 (12 U.S.C. 2001 et
seq.).

‘‘(2) TIMING.—To the extent the Farm Credit Ad-
ministration is required to issue regulations to im-
plement this Act and the amendments made by this
Act, the Farm Credit Administration shall issue such
regulations as expeditiously as possible, and, except
as otherwise provided in this Act, not later than 180
days after the date of the enactment of this Act [Jan.
6, 1988].
‘‘(b) TEMPORARY RETENTION OF CERTAIN REGULA-

TIONS.—
‘‘(1) IN GENERAL.—Except as otherwise provided in

this subsection, the regulations issued by the Farm
Credit Administration before the date of the enact-
ment of this Act [Jan. 6, 1988] under provisions
amended by this Act shall remain in effect, notwith-
standing such amendments, until the Farm Credit
Administration issues regulations to implement such
amendments, but in no event later than 180 days after
such date of enactment.
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‘‘(2) CERTAIN REGULATIONS RELATING TO BORROWERS’
RIGHTS.—The regulations implementing, interpreting,
or applying part C of title IV (12 U.S.C. 2201 et seq.)
[12 U.S.C. 2199 et seq.] (other than section 4.13(a) [12
U.S.C. 2199(a)]) (in effect immediately before the date
of the enactment of this Act), to the extent that such
regulations are not contrary to this Act and the
amendments made by this Act, shall remain in effect
until January 1, 1989.

‘‘(3) REGULATIONS RELATING TO DISCLOSURE BY BANKS
AND ASSOCIATIONS.—Any regulation issued or ap-
proved by the Farm Credit Administration that im-
plements, interprets, or applies section 4.13(a) (12
U.S.C. 2201(a) [12 U.S.C. 2199(a)]) (in effect imme-
diately before the date of the enactment of this Act)
shall remain in effect for 120 days after such date of
enactment.’’

REPEALS

Pub. L. 92–181, which enacted this chapter, represents
a complete rewriting of the farm credit laws and a fun-
damental reworking of the statutory basis for the farm
credit system. In connection with such reworking of
material, the existing statutory provisions covering
this area were repealed and their substance revised, re-
enacted, and expanded by Pub. L. 92–181.

The repealed provisions constituted the bulk of chap-
ter 7 of this title. Section 5.40(a), formerly 5.26(a), of
Pub. L. 92–181, as renumbered by Pub. L. 99–205, title II,
§ 205(a)(2), Dec. 23, 1985, 99 Stat. 1703, enumerated the re-
pealed statutes as follows: The Federal Farm Loan Act,
as amended; section 2 of the Act of March 10, 1924 (Pub-
lic Numbered 35, Sixty-eighth Congress, 43 Stat. 17), as
amended; section 6 of the Act of January 23, 1932 (Pub-
lic Numbered 3, Seventy-second Congress, 47 Stat. 14),
as amended; the Farm Credit Act of 1933, as amended;
sections 29 and 40 of the Emergency Farm Mortgage
Act of 1933; Act of June 18, 1934 (Public Numbered 381,
Seventy-third Congress, 48 Stat. 983); Act of June 4, 1936
(Public Numbered 644, Seventy-fourth Congress, 49
Stat. 1461), as amended; sections 5, 6, 20, 25(b) and 39 of
the Farm Credit Act of 1937, as amended; sections 601
and 602 of the Act of September 21, 1944 (Public Law 425,
Seventy-eighth Congress, 58 Stat. 740, 741), as amended;
sections 1, 2, 3, 4, 5, 6, 7, 8, 16, and 17(b) of the Farm
Credit Act of 1953, as amended; sections 2, 101, and
201(b) of the Farm Credit Act of 1956.

SAVINGS PROVISION

Section 5.40(b), formerly § 5.26(b), of Pub. L. 92–181, as
renumbered by Pub. L. 99–205, title II, § 205(a)(2), Dec.
23, 1985, 99 Stat. 1703, provided that: ‘‘All regulations of
the Farm Credit Administration or the institutions of
the System and all charters, bylaws, resolutions, stock
classifications, and policy directives issued or approved
by the Farm Credit Administration, and all elections
held and appointments made under the Acts repealed
by subsection (a) of this section [see Repeals note
above] shall be continuing and remain valid until su-
perseded, modified, or replaced under the authority of
this Act [this chapter]. All stock, notes, bonds, deben-
tures, and other obligations issued under the repealed
acts shall be valid and enforceable upon the terms and
conditions under which they were issued, including the
pledge of collateral against which they were issued, and
all loans made and security or collateral therefor held
by, and all contracts entered into by, institutions of
the System shall remain enforceable according to their
terms unless and until modified in accordance with the
provisions of this Act; it being the purpose of this sub-
section to avoid disruption in the effective operation of
the System by reason of said repeals.’’

SEPARABILITY

Section 5.42, formerly § 5.28, of Pub. L. 92–181, as re-
numbered by Pub. L. 99–205, title II, § 205(a)(2), Dec. 23,
1985, 99 Stat. 1703, provided that: ‘‘If any provision of
this Act [this chapter], or the application thereof to
any persons or in any circumstances, is held invalid,

the remainder of this Act and the application of such
provision to other persons or in other circumstances
shall not be affected thereby.’’

REFERENCES TO EARLIER FARM CREDIT ACTS

Section 5.40(a), formerly § 5.26(a), of Pub. L. 92–181, as
renumbered by Pub. L. 99–205, title II, § 205(a)(2), Dec.
23, 1985, 99 Stat. 1703, provided in part that: ‘‘All ref-
erences in other legislation, State or Federal, rules and
regulations of any agency, stock, contracts, deeds, se-
curity instruments, bonds, debentures, notes, mort-
gages and other documents of the institutions of the
System, to the Acts repealed hereby [see Repeals note
above], shall be deemed to refer to comparable provi-
sions of this Act [this chapter].’’

RESERVATION OF RIGHT TO AMEND OR REPEAL

Section 5.43, formerly § 5.29, of Pub. L. 92–181, as re-
numbered by Pub. L. 99–205, title II, § 205(a)(2), Dec. 23,
1985, 99 Stat. 1703, provided that: ‘‘The right to alter,
amend, or repeal any provision or all of this Act [this
chapter] is expressly reserved.’’

STUDY ON DEMAND FOR AND AVAILABILITY OF CREDIT
IN RURAL AREAS FOR AGRICULTURE, HOUSING, AND
RURAL DEVELOPMENT

Pub. L. 104–127, title VI, § 650, Apr. 4, 1996, 110 Stat.
1105, provided that:

‘‘(a) IN GENERAL.—The Secretary of Agriculture shall
conduct a study and report to the Committee on Agri-
culture of the House of Representatives and the Com-
mittee on Agriculture, Nutrition, and Forestry of the
Senate on the demand for and availability of credit in
rural areas for agriculture, housing, and rural develop-
ment.

‘‘(b) PURPOSE.—The purpose of the study shall be to
ensure that Congress has current and comprehensive
information to consider as Congress deliberates on
rural credit needs and the availability of credit to sat-
isfy the needs of rural areas of the United States.

‘‘(c) ITEMS IN STUDY.—In conducting the study, the
Secretary shall base the study on the most current
available data and analyze—

‘‘(1) rural demand for credit from the Farm Credit
System, the ability of the Farm Credit System to
meet the demand, and the extent to which the Farm
Credit System provides loans to satisfy the demand;

‘‘(2) rural demand for credit from the United States
banking system, the ability of banks to meet the de-
mand, and the extent to which banks provide loans to
satisfy the demand;

‘‘(3) rural demand for credit from the Secretary, the
ability of the Secretary to meet the demand, and the
extent to which the Secretary provides loans to sat-
isfy the demand;

‘‘(4) rural demand for credit from other Federal
agencies, the ability of the agencies to meet the de-
mand, and the extent to which the agencies provide
loans to satisfy the demand;

‘‘(5) what measure or measures exist to gauge the
overall demand for rural credit, the extent to which
rural demand for credit is satisfied, and what the
measures have demonstrated;

‘‘(6) a comparison of the interest rates and terms
charged by the Farm Credit System Farm Credit
Banks, production credit associations, and banks for
cooperatives with the rates and terms charged by the
banks of the United States for credit of comparable
risk and maturity;

‘‘(7) the advantages and disadvantages of the mod-
ernization and expansion proposals of the Farm Cred-
it System on the Farm Credit System, the United
States banking system, rural users of credit, local
rural communities, and the Federal Government, in-
cluding—

‘‘(A) any added risk to the safety and soundness
of the Farm Credit System that may result from
approval of a proposal; and

‘‘(B) any positive or adverse impacts on competi-
tion between the Farm Credit System and the
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1 So in original.

banks of the United States in providing credit to
rural users;
‘‘(8) the nature and extent of the unsatisfied rural

credit need that the Farm Credit System proposals
are supposed to address and what aspects of the
present Farm Credit System prevent the Farm Credit
System from meeting the need;

‘‘(9) the advantages and disadvantages of the pro-
posal by commercial bankers to allow banks access
to the Farm Credit System as a funding source on the
Farm Credit System, the United States banking sys-
tem, rural users of credit, local rural communities,
and the Federal Government, including—

‘‘(A) any added risk to the safety and soundness
of the Farm Credit System that may result from
approval of the proposal; and

‘‘(B) any positive or adverse impacts on competi-
tion between the Farm Credit System and the
banks of the United States in providing credit to
rural users; and
‘‘(10) problems that commercial banks have in ob-

taining capital for lending in rural areas, how access
to Farm Credit System funds would improve the
availability of capital in rural areas in ways that
cannot be achieved in the system in existence on the
date of enactment of this Act [Apr. 4, 1996], and the
possible effects on the viability of the Farm Credit
System of granting banks access to Farm Credit Sys-
tem funds.
‘‘(d) INTERAGENCY TASK FORCE.—In completing the

study, the Secretary shall use, among other things,
data and information obtained by the interagency task
force on rural credit.’’

GAO STUDY OF RURAL CREDIT COST AND AVAILABILITY

Pub. L. 101–624, title XVIII, § 1842, Nov. 28, 1990, 104
Stat. 3835, directed Comptroller General of the United
States to conduct a study relating to cost and avail-
ability of credit in rural America and, not later than 2
years after Nov. 28, 1990, submit a report to Committee
on Agriculture of House of Representatives and Com-
mittee on Agriculture, Nutrition, and Forestry of Sen-
ate.

AUTHORIZATION OF APPROPRIATIONS FOR NATIONAL
COMMISSION ON AGRICULTURAL FINANCE AND NA-
TIONAL COMMISSION ON AGRICULTURE AND RURAL DE-
VELOPMENT POLICY

Pub. L. 100–71, title V, § 519(b), July 11, 1987, 101 Stat.
475, authorized and appropriated (1) for National Com-
mission on Agricultural Finance established under sec-
tion 501 of Pub. L. 99–205, $100,000, to remain available
until expended, and (2) for National Commission on Ag-
riculture and Rural Development [Policy] established
under section 5002 of this title, $100,000, to remain
available until expended.

LOAN REVIEW BY LOCAL LENDING INSTITUTIONS

Pub. L. 99–205, title III, § 307, Dec. 23, 1985, 99 Stat.
1709, required each local lending institution of Farm
Credit System established under this chapter to (1) re-
view each loan that had been placed in non-accrual
status by such institution to determine whether such
loan could be restructured based on changes in circum-
stances of such institution as the result of this Act and
the amendments made by this Act, and (2) notify in
writing borrower of each such loan of provisions of this
section.

NATIONAL COMMISSION ON AGRICULTURAL FINANCE

Pub. L. 99–205, title V, § 501, Dec. 23, 1985, 99 Stat. 1710,
directed President to appoint a National Commission
on Agricultural Finance, comprised of 15 members, rep-
resenting the financial community, the agricultural
sector, and government, to conduct a study of methods
to ensure availability of adequate credit to agricultural
producers and agribusiness, taking into account long-
term financing needs of agricultural economy, roles of
commercial banks, Farm Credit System, and Farmers

Home Administration in meeting those financial needs,
with the Commission, in conducting such study, to (1)
evaluate financial circumstances relative to both lend-
ers and borrowers of farm credit, (2) evaluate structure,
performance, and conduct of private lenders—commer-
cial bankers and Farm Credit System—and public lend-
ers, (3) explore need for long-term assistance in sta-
bilizing value of agricultural assets, and (4) evaluate ef-
fect on suppliers, producers, processors, and local com-
munities when financial institutions fail, and not later
than Dec. 23, 1986, to submit to Congress a report con-
taining results of study, together with comments and
recommendations for legislation providing for a sound,
reasonable, and primarily self-supporting credit pro-
gram for farmers and ranchers as Commission considers
appropriate.

§ 2002. Farm Credit System

(a) Composition
The Farm Credit System shall include the

the 1 Farm Credit Banks, the Federal land bank
associations, the production credit associations,
the banks for cooperatives, and such other insti-
tutions as may be made a part of the System, all
of which shall be chartered by and subject to
regulation by the Farm Credit Administration.

(b) Farm credit districts
There shall be not more than twelve farm

credit districts in the United States, which may
be designated by number, one of which districts
shall include the Commonwealth of Puerto Rico
and one of which districts may, if authorized by
the Farm Credit Administration, include the
Virgin Islands of the United States: Provided,
That the extension of credit and other services
authorized by this chapter in the Virgin Islands
of the United States shall be undertaken only if
determined to be feasible under regulations of
the Farm Credit Administration. The bound-
aries of the twelve farm credit districts existing
on December 10, 1971, may be readjusted from
time to time by the Farm Credit Administra-
tion, with the concurrence of the boards of the
banks in each district involved. Two or more
districts may be merged as provided in section
2252(a)(2) of this title.

(Pub. L. 92–181, § 1.2, formerly §§ 1.2, 5.0, Dec. 10,
1971, 85 Stat. 583, 614; Pub. L. 96–592, title V, § 501,
Dec. 24, 1980, 94 Stat. 3448; Pub. L. 99–205, title II,
§ 205(c), (g)(1), Dec. 23, 1985, 99 Stat. 1703, 1706;
Pub. L. 100–233, title IV, § 434, title VIII, § 805(a),
(v), Jan. 6, 1988, 101 Stat. 1662, 1715, 1716; Pub. L.
100–399, title IX, § 901(q)–(s), Aug. 17, 1988, 102
Stat. 1008.)

CODIFICATION

Pub. L. 100–399, § 901(r), transferred section 5.0 of Pub.
L. 92–181, which was classified to section 2221 of this
title, to subsec. (b) of this section.

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–399, § 901(s), designated
existing provisions as subsec. (a), inserted heading, and
substituted ‘‘regulation’’ for ‘‘the regulation’’.

Pub. L. 100–233, § 434, amended provisions generally.
Prior to amendment, provisions read as follows: ‘‘The
Farm Credit System shall include the Federal land
banks, the Federal land bank associations, the Federal
intermediate credit banks, the production credit asso-
ciations, the banks for cooperatives, and such other in-
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stitutions as may be made a part of the System, all of
which shall be chartered by and subject to regulation
by the Farm Credit Administration.’’

Pub. L. 100–233, § 805(a), substituted ‘‘subject to regu-
lation’’ for ‘‘subject to the regulation’’.

Subsec. (b). Pub. L. 100–399, § 901(q), (r), designated
section 2221 of this title as subsec. (b), inserted heading,
and substituted ‘‘boards of the banks in each district’’
for ‘‘district boards’’.

Pub. L. 100–233, § 805(v), substituted ‘‘section 2252(a)(2)
of this title’’ for ‘‘section 2252(2) of this title’’.

1985—Subsec. (a). Pub. L. 99–205, § 205(c), substituted
‘‘regulation by’’ for ‘‘supervision of’’.

Subsec. (b). Pub. L. 99–205, § 205(g)(1), substituted
‘‘Farm Credit Administration’’ for ‘‘Federal Farm
Credit Board’’ in first and second sentences, and made
a technical amendment to reference to section 2252(2)
of this title to reflect the renumbering of the cor-
responding section of the original act.

1980—Subsec. (b). Pub. L. 96–592 inserted provisions
relating to Virgin Islands of the United States.

EFFECTIVE DATE OF 1988 AMENDMENTS

Section 1001 of Pub. L. 100–399 provided that:
‘‘(a) GENERAL RULE.—Except as provided in sub-

section (b), the amendments made by this Act [see
Tables for classification] shall take effect as if enacted
immediately after the enactment of the 1987 Act [Pub.
L. 100–233, which was enacted Jan. 6, 1988].

‘‘(b) EXCEPTIONS.—The amendments made by sections
102(b), 102(f), 102(g), 102(h), 201(q), 302(c), 302(d), 302(e),
401, 402(b), 409(d), 411, 414, and 901 (other than by sub-
sections (a), (b), (c), (e), (f), and (g) thereof) of this Act
[see Tables for classification] shall take effect imme-
diately after the amendment made by section 401 of the
1987 Act takes effect [section 401 of Pub. L. 100–233, ef-
fective 6 months after Jan. 6, 1988].’’

Section 434 of Pub. L. 100–233 provided in part that
the amendment of this section by section 434 of Pub. L.
100–233 is effective 6 months after Jan. 6, 1988.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

CONSOLIDATION OF DISTRICT FARM CREDIT BANKS

Section 412 of Pub. L. 100–233, as amended by Pub. L.
100–399, title IV, § 404, Aug. 17, 1988, 102 Stat. 999, pro-
vided that:

‘‘(a) SUBMISSION OF PROPOSAL.—
‘‘(1) SPECIAL COMMITTEE.—

‘‘(A) IN GENERAL.—Not later than 6 months after
the date of the enactment of this section [Jan. 6,
1988], a special committee shall be selected pursu-
ant to regulations of the Farm Credit Administra-
tion for the purpose of developing a proposal for the
consolidation of Farm Credit System districts.

‘‘(B) COMPOSITION.—The special committee se-
lected under subparagraph (A) shall be composed of
one representative from each Farm Credit Bank
board and the members of the Board of Directors of
the Assistance Board.
‘‘(2) DEVELOPMENT OF PROPOSAL.—Not later than 6

months after the formation of the special committee,
the committee shall develop a proposal to consolidate
the Farm Credit Banks into no less than six finan-
cially viable Farm Credit Banks through inter-dis-
trict mergers.

‘‘(3) REPORT.—Not later than the end of each cal-
endar quarter beginning at least 6 months after the
selection of the special committee, such committee
shall prepare and submit, to the Committee on Agri-
culture of the House of Representatives, and the
Committee on Agriculture, Nutrition, and Forestry
of the Senate, a report on the progress of the commit-
tee in developing a proposal under this subsection.
‘‘(b) PREREQUISITES TO CONSOLIDATION.—

‘‘(1) FCA REVIEW OF PROPOSAL.—Prior to the sub-
mission of the proposal developed under subsection

(a)(2) to the stockholders under paragraph (3), the
proposal together with all information to be pre-
sented to the stockholders, shall be submitted to the
Farm Credit Administration for approval.

‘‘(2) PREREQUISITES.—The proposal developed under
subsection (a)(2) shall not be submitted to stockhold-
ers under paragraph (3) unless the proposal is ap-
proved by—

‘‘(A) a majority of the members of the Board of
Directors of the Assistance Board; and

‘‘(B) the members of the special committee that
represent the districts affected by the terms of the
proposal.
‘‘(3) SUBMISSION TO STOCKHOLDERS.—Not later than

the end of the 18-month period after the date of en-
actment of this Act [Jan. 6, 1988], each Farm Credit
Bank involved, in consultation with the special com-
mittee, shall submit the proposed merger affecting
such bank to the voting stockholders of each such
bank.

‘‘(4) STOCKHOLDER VOTE.—Each association shall be
entitled to cast a number of votes equal to the num-
ber of voting stockholders of such association.’’
[For termination, effective May 15, 2000, of reporting

provisions in section 412(a)(3) of Pub. L. 100–233, set out
above, see section 3003 of Pub. L. 104–66, as amended, set
out as a note under section 1113 of Title 31, Money and
Finance, and page 166 of House Document No. 103–7.]

APPLICABILITY OF LAWS ENACTED AFTER
JANUARY 1, 1960

Pub. L. 86–168, title II, § 203(b), Aug. 18, 1959, 73 Stat.
390, provided that: ‘‘Any Act of Congress enacted after
the effective date of this title [Jan. 1, 1960] and which
states that it shall be applicable to agencies or instru-
mentalities of the United States or to corporations
controlled or owned, in whole or in part, by the United
States, or to officers and employees of the United
States or such agencies or instrumentalities or cor-
porations, shall not be applicable to a Federal land
bank, Federal intermediate credit bank, or bank for co-
operatives, or to its directors, officers, or employees
unless such Act specifically so provides by naming such
banks.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2271 of this title;
title 7 section 2009cc–9.

SUBCHAPTER I—FARM CREDIT BANKS

CODIFICATION

Title I of the Farm Credit Act of 1971, comprising this
subchapter, was originally enacted by Pub. L. 92–181,
title I, Dec. 10, 1971, 85 Stat. 583, and amended by Pub.
L. 96–592, Dec. 24, 1980, 94 Stat. 3437; Pub. L. 99–205, Dec.
23, 1985, 99 Stat. 1678; Pub. L. 99–509, Oct. 21, 1986, 100
Stat. 1874; Pub. L. 100–233, Jan. 6, 1988, 101 Stat. 1568.
Such title is shown herein, however, as having been
added by Pub. L. 100–233, title IV, § 401, Jan. 6, 1988, 101
Stat. 1622, without reference to such intervening
amendments because of the extensive revision of the
title’s provisions by Pub. L. 100–233.

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 2202a, 2206a,
2218, 2252 of this title.

§ 2011. Establishment, charters, titles, branches

(a) Establishment
The banks established pursuant to the merger

of each District Federal Intermediate Credit
Bank and Federal Land Bank (hereinafter re-
ferred to in this subchapter as ‘‘Farm Credit
Banks’’), as provided in section 410 of the Agri-
cultural Credit Act of 1987, shall be Federally
chartered instrumentalities of the United
States.
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(b) Charters
The Farm Credit Administration shall, con-

sistent with this chapter, issue charters for, and
approve amendments to charters of, the Farm
Credit Banks.
(c) Title

Each Farm Credit Bank may include in its
title the name of the city in which it is located
or other geographical designation.
(d) Branches

Each Farm Credit Bank may establish such
branches or other offices as may be appropriate
for the effective operation of its business.

(Pub. L. 92–181, title I, § 1.3, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1622;
amended Pub. L. 100–399, title IV, § 401(a), (b),
Aug. 17, 1988, 102 Stat. 995.)

REFERENCES IN TEXT

Section 410 of the Agricultural Credit Act of 1987, re-
ferred to in subsec. (a), is section 410 of Pub. L. 100–233,
which is set out as a note below.

PRIOR PROVISIONS

A prior section 2011, Pub. L. 92–181, title I, § 1.3, Dec.
10, 1971, 85 Stat. 583; Pub. L. 100–233, title VIII, § 802(a),
Jan. 6, 1988, 101 Stat. 1710, related to establishment,
title, and branches of Federal land banks prior to the
general amendment of this subchapter by Pub. L.
100–233, § 401.

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–399, § 401(a), inserted
‘‘, as provided in section 410 of the Agricultural Credit
Act of 1987,’’ before ‘‘shall’’.

Subsec. (b). Pub. L. 100–399, § 401(b), amended subsec.
(b) generally. Prior to amendment, subsec. (b) read as
follows: ‘‘The charters or organization certificates of
Farm Credit Banks may be modified from time to time
by the Farm Credit Administration Board, not incon-
sistent with the provisions of this subchapter, as may
be necessary or expedient to implement this chapter.’’

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

EFFECTIVE DATE

Section 401 of Pub. L. 100–233 provided that this sub-
chapter is effective 6 months after Jan. 6, 1988.

LONG-TERM LENDING AUTHORITY OF FARM CREDIT
BANK OF TEXAS WITH RESPECT TO STATES OF ALA-
BAMA, LOUISIANA, AND MISSISSIPPI

Pub. L. 102–552, title IV, § 401(b), Oct. 28, 1992, 106 Stat.
4128, provided that:

‘‘(1) IN GENERAL.—Notwithstanding any other provi-
sion of law, the Farm Credit Bank of Texas may act in
accordance with the exclusive charter of the bank, as
amended by the Farm Credit Administration on Feb-
ruary 7, 1989, and effective February 9, 1989 (except to
the extent that the charter may be further amended by
the Farm Credit Administration in accordance with its
general authorities under the Farm Credit Act of 1971
(12 U.S.C. 2001 et seq.), subject to such limitations on
the issuance of competitive charters as may be pro-
vided in section 5.17 of such Act (12 U.S.C. 2252)).

‘‘(2) EFFECTIVE DATE.—Paragraph (1) shall take effect
as if such paragraph had become law on February 7,
1989.’’

MANDATORY MERGER OF SYSTEM INSTITUTIONS

Section 410 of Pub. L. 100–233, as amended by Pub. L.
100–399, title IV, § 402, Aug. 17, 1988, 102 Stat. 999; Pub.

L. 102–552, title IV, § 401(a), Oct. 28, 1992, 106 Stat. 4116,
provided that:

‘‘(a) IN GENERAL.—Not later than 6 months after the
date of the enactment of this section [Jan. 6, 1988], the
Federal land bank and the Federal intermediate credit
bank of each Farm Credit System district shall merge
into a Farm Credit Bank in such district pursuant to a
plan of merger agreed on by the Boards of Directors of
such banks and approved by the Farm Credit Adminis-
tration, or if such banks fail to agree, a plan of merger
prescribed by the Farm Credit Administration. The
mergers required by this section shall be implemented
without regard to title VII [enacting sections 2279aa to
2279aa–14 of this title, amending sections 2012, 2033, 2072,
and 2093 of this title, section 1988 of Title 7, Agri-
culture, and section 9105 of Title 31, Money and Fi-
nance, and enacting provisions set out as notes under
section 2279aa of this title and section 1988 of Title 7].

‘‘(b) CAPITAL STOCK.—Notwithstanding section 1.6 (as
added by section 401 of this Act) [12 U.S.C. 2014], the
number of shares of capital stock issued by a Farm
Credit Bank to stockholders and other owners of the in-
stitution involved in the merger, and the rights and
privileges of such shares (including voting power, re-
demption rights, preferences on liquidation, and the
right to dividends) shall be determined by the plan of
merger adopted by the merging banks, and shall be con-
sistent with section 4.3A [12 U.S.C. 2154a] and the regu-
lations issued by the Farm Credit Administration.

‘‘(c) ASSISTANCE.—The Assistance Board established
under section 6.0 [12 U.S.C. 2278a] shall direct the Fi-
nancial Assistance Corporation established under sec-
tion 6.20 [12 U.S.C. 2278b] to provide any Farm Credit
Bank with that amount of financial assistance as is
necessary to ensure that the stock of the Farm Credit
Bank, upon implementation of the merger, has a book
value equal to 75 percent of par, and such Farm Credit
Bank shall be subject to all of the requirements of title
VI of the Farm Credit Act of 1971 [12 U.S.C. 2278a et
seq.].

‘‘(d) INITIAL BOARD.—Notwithstanding section 1.4 (as
added by section 401 of this Act) [12 U.S.C. 2012], the
initial board of each Farm Credit Bank shall be com-
posed of the members of the district board (which is
dissolved upon the creation of such bank) elected by
the production credit associations, Federal land bank
associations, and stockholders at large. Such initial
board shall operate for such term as is agreed to by the
members of the board, except that such period shall not
exceed two years. Thereafter the board shall be elected
and serve in accordance with the provisions of section
1.4 of the Farm Credit Act of 1971 [12 U.S.C. 2012].

‘‘(e) CLARIFICATION OF AUTHORITY REGARDING REMAIN-
ING FEDERAL INTERMEDIATE CREDIT BANK.—

‘‘(1) NEGOTIATED MERGER.—
‘‘(A) REQUIREMENT.—

‘‘(i) IN GENERAL.—Not later than June 30, 1993,
except as provided in subparagraph (C), the Fed-
eral Intermediate Credit Bank of Jackson (as
chartered on the date of enactment of this sub-
section [Oct. 28, 1992]) shall merge with a Farm
Credit Bank pursuant to the procedures pre-
scribed by section 7.12 of the Farm Credit Act of
1971 (12 U.S.C. 2279f).

‘‘(ii) MERGER OF ENTIRE BANK.—Notwithstanding
subparagraph (B), or any other provision of law,
the Farm Credit Administration shall approve a
merger of the Federal Intermediate Credit Bank
of Jackson only if the Bank (as chartered on the
date of enactment of this subsection [Oct. 28,
1992], except as provided in subparagraph
(B)(ii)(II)(bb)) merges in its entirety with a Farm
Credit Bank.

‘‘(iii) LIMITED LENDING AUTHORITY.—Notwith-
standing any provision of the Farm Credit Act of
1971 (12 U.S.C. 2001 et seq.), the Farm Credit Bank
resulting from a merger under this subsection
shall have only the lending authorities in the
States of Alabama, Louisiana, and Mississippi
that the constituent banks exercised in such
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States immediately prior to the merger, except as
may be provided in section 5.17(a)(2) of such Act
(12 U.S.C. 2252(a)(2)).
‘‘(B) OPERATING AND MERGER AUTHORITY.—

‘‘(i) IN GENERAL.—Except as provided in clause
(ii), the Federal Intermediate Credit Bank of
Jackson may operate subject to such provisions
of part A of title II of the Farm Credit Act of 1971
[12 U.S.C. 2071 et seq.] (as in effect immediately
before the amendment made by section 401 took
effect) and such provisions of the Farm Credit Act
of 1971 (12 U.S.C. 2001 et seq.) (as in effect after
the amendment), as the Farm Credit Administra-
tion deems appropriate to carry out the purposes
of this subsection and such Act. This subpara-
graph shall take effect as if it had become law at
the same time as the amendment made by section
401 and shall remain in effect until the Bank’s
merger with a Farm Credit Bank under this sub-
section, or July 1, 1994, whichever is sooner.

‘‘(ii) LIMITATION ON OPERATING AUTHORITY.—
‘‘(I) IN GENERAL.—Notwithstanding clause (i)

and subparagraph (A)(ii), the authority of the
Federal Intermediate Credit Bank of Jackson to
operate as provided under clause (i) shall expire,
and the Farm Credit Administration shall re-
voke the Bank’s charter, immediately on the
Bank’s merger with a Farm Credit Bank under
this subsection, or July 1, 1994, whichever is
sooner.

‘‘(II) DISTRICT BOUNDARY MODIFICATION.—Not-
withstanding clause (i), the authority of the
Federal Intermediate Credit Bank of Jackson
shall not include the authority for the Bank to
modify, nor shall the Farm Credit Administra-
tion approve such a modification to, the bound-
aries of the Fifth Farm Credit District to re-
affiliate any portion of the District with an-
other Farm Credit Bank, except—

‘‘(aa) in the case of the merger of the entire
Bank as an entity with a Farm Credit Bank
such that the entire chartered territory of the
Federal Intermediate Credit Bank of Jackson
(except as provided in item (bb)) is merged
with the Farm Credit Bank; and

‘‘(bb) in the case of the reaffiliation of the
Northwest Louisiana Production Credit Asso-
ciation with another farm credit district pur-
suant to the Farm Credit Act of 1971 (12 U.S.C.
2001 et seq.) and any applicable regulations
under such Act.

‘‘(iii) LIMITATION ON AUTHORITY TO MERGE.—
‘‘(I) IN GENERAL.—Notwithstanding clause (i),

the authority of the Federal Intermediate Cred-
it Bank of Jackson to merge with a Farm Cred-
it Bank as provided under clause (i) shall ex-
pire, and the Farm Credit Administration shall
revoke the Bank’s charter, immediately on the
Bank’s merger with a Farm Credit Bank under
this subsection, or July 1, 1994, whichever is
sooner.

‘‘(II) BANK INTEGRITY.—Notwithstanding
clause (i), the authority of the Federal Inter-
mediate Credit Bank of Jackson to merge with
a Farm Credit Bank shall be limited to a merg-
er of the Federal Intermediate Credit Bank of
Jackson (as chartered on the date of enactment
of this subsection [Oct. 28, 1992] to include the
territory in the States of Alabama, Louisiana,
and Mississippi, except as provided in clause
(ii)(II)(bb)) as a whole entity such that the en-
tire chartered territory of the Federal Inter-
mediate Credit Bank of Jackson is merged with
the Farm Credit Bank.

‘‘(III) LIMITATION.—Beginning on the date of
an order issued by the Farm Credit Administra-
tion under subparagraph (D), the authority of
the Federal Intermediate Credit Bank of Jack-
son to merge with a Farm Credit Bank shall be
limited to the arbitrated merger provided for in
paragraph (2).

‘‘(C) EXTENSION.—
‘‘(i) LETTER OF INTENT.—If no later than June

30, 1993, the Federal Intermediate Credit Bank of
Jackson delivers to the Farm Credit Administra-
tion a letter of intent to merge with a Farm Cred-
it Bank, summarizing the terms and conditions of
the merger (including, but not limited to, board
composition, capital structure, exchange, or
transfer of equities, and termination) signed by
the chief executive officer and the members of the
boards of directors of the Federal Intermediate
Credit Bank of Jackson and the Farm Credit
Bank, the Farm Credit Administration shall, on
its determination that the letter of intent rep-
resents a bona fide good faith agreement in prin-
ciple between the two banks to merge, and that
there is at least a reasonable prospect that the
merger will be completed in an expeditious man-
ner, grant a one-time extension, until a date cer-
tain not later than October 31, 1993, of the re-
quirement under subparagraph (A). Any extension
provided under this subparagraph may be condi-
tioned on such terms and conditions as the Farm
Credit Administration determines necessary to
ensure that the merger described in the letter of
intent is completed by the closing date of the ex-
tension.

‘‘(ii) COMPLIANCE.—If the Farm Credit Adminis-
tration grants an extension under clause (i), it
shall issue an order under subparagraph (D) im-
mediately if—

‘‘(I) the Federal Intermediate Credit Bank of
Jackson, or the Farm Credit Bank that is a sig-
natory to the letter of intent under clause (i),
provides written notification to the Farm Cred-
it Administration that the bank does not intend
to complete the merger described in the letter
of intent;

‘‘(II) the Farm Credit Administration deter-
mines that the Federal Intermediate Credit
Bank of Jackson is not complying with any
term or condition on which an extension under
clause (i) was conditioned; or

‘‘(III) the Farm Credit Administration deter-
mines that the Federal Intermediate Credit
Bank of Jackson is not pursuing in good faith
the merger provided for in the letter of intent.

If the Farm Credit Administration issues an order
under subparagraph (D) pursuant to this clause,
the Federal Intermediate Credit Bank of Jackson
shall be deemed to have failed to comply with the
requirements of subparagraph (A).
‘‘(D) FAILURE TO MERGE; ISSUANCE OF ORDER.—If

the Federal Intermediate Credit Bank of Jackson
fails to comply, or notifies the Farm Credit Admin-
istration in writing that it does not intend to com-
ply, with the requirements of subparagraph (A), the
Farm Credit Administration shall, within 5 days
after the date specified in subparagraph (A), or such
other date specified by the Farm Credit Adminis-
tration under subparagraph (C), issue, notwith-
standing any other provision of law, an order re-
quiring the Federal Intermediate Credit Bank of
Jackson to merge with the Farm Credit Bank of
Texas in accordance with paragraph (2).
‘‘(2) ARBITRATED MERGER.—

‘‘(A) IN GENERAL.—Not later than 30 days after the
issuance of an order by the Farm Credit Adminis-
tration under paragraph (1)(D), an arbitrator (or
panel of arbitrators) shall be named by the Amer-
ican Arbitration Association in accordance with
the Commercial Arbitration Rules of the American
Arbitration Association to serve as the arbitrator
referred to in this paragraph.

‘‘(B) DUTIES.—The arbitrator shall determine the
terms and conditions of the merger required under
an order issued under paragraph (1)(D), such that
the terms and conditions are fair and equitable to
the two banks, their affiliated associations, the
stockholders and borrowers of the associations, and
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the other institutions of the Farm Credit System,
and are designed to protect or enhance the safety
and soundness of the Farm Credit System. The ar-
bitrator shall have the authority to hire staff and
secure the services of consultants as necessary to
discharge the duties of the arbitrator under this
paragraph.

‘‘(C) EXPENSES.—Notwithstanding any other pro-
vision of law, the compensation and expenses of the
arbitrator, the fees and expenses of the American
Arbitration Association, and any expenses associ-
ated with the referendum required under subpara-
graph (F) shall be paid from the Farm Credit As-
sistance Fund established under section 6.25 of the
Farm Credit Act of 1971 (12 U.S.C. 2278b–5).

‘‘(D) DEVELOPMENT OF MERGER PLANS.—
‘‘(i) IN GENERAL.—Not later than 100 days after

the issuance of an order by the Farm Credit Ad-
ministration under paragraph (1)(D), the arbitra-
tor shall develop and submit for certification to
the Farm Credit Administration a plan specifying
the terms and conditions of the merger of the two
banks required under this paragraph, such that
the terms and conditions are fair and equitable to
the two banks, their affiliated associations, the
stockholders or farmer-borrowers of the associa-
tions, and the other institutions of the Farm
Credit System, and are designed to protect or en-
hance the safety and soundness of the Farm Cred-
it System. In devising the plan, the arbitrator
shall, to the extent practicable, achieve the fol-
lowing objectives:

‘‘(I) Implementation of the preferences ex-
pressed by the affected and interested parties in
submissions under clause (ii).

‘‘(II) Valuation of assets fairly, equitably, and
consistently for all parties involved.

‘‘(III) Establishment of capitalization and
funding terms in a manner that treats farmer-
borrowers and stockholders in the two involved
farm credit districts equitably and takes ac-
count of risk.

‘‘(IV) Ensure the viability of the resulting
Farm Credit Bank and associations of the bank
and the ability of the resulting bank and asso-
ciations of the bank to lend to eligible borrow-
ers at reasonable and competitive rates of inter-
est.
‘‘(ii) SUBMISSION OF VIEWS AND INFORMATION.—

The arbitrator shall receive from affected and in-
terested parties written submissions, in accord-
ance with fair and reasonable procedures estab-
lished by the arbitrator, regarding the terms and
conditions of an appropriate plan for the merger
of the two banks required under this paragraph.
The Federal Intermediate Credit Bank of Jack-
son, the Farm Credit Bank of Texas, and their af-
filiated associations shall make available all
books, records, financial information, and other
material that the arbitrator determines is nec-
essary to the development of the plan or the ful-
fillment of any other requirement under this
paragraph. A copy of any submission or informa-
tion provided to the arbitrator by any party
under this paragraph shall be furnished to the
Federal Intermediate Credit Bank of Jackson or
the Farm Credit Bank of Texas on the written re-
quest of the bank and at the bank’s expense. The
arbitrator shall provide both banks with a reason-
able opportunity to review and respond to any
submission or information provided by any party.

‘‘(iii) CONTENT OF PLAN; FARM CREDIT BANK.—
The plan developed and submitted under clause (i)
shall include provisions regarding the following
matters:

‘‘(I) The initial composition, following the
merger, of the board of directors of the result-
ing Farm Credit Bank (which shall be subject to
change thereafter in accordance with the Farm
Credit Act of 1971 (12 U.S.C. 2001 et seq.) and any
applicable regulations).

‘‘(II) The valuation, for purposes of the merg-
er, of the assets and liabilities of the merging
banks.

‘‘(III) The terms and conditions on which the
shares of capital stock of the Federal Inter-
mediate Credit Bank of Jackson and, if nec-
essary, the Farm Credit Bank of Texas, will be
converted into shares of the resulting Farm
Credit Bank.

‘‘(IV) The capital structure and capitalization
levels of the resulting Farm Credit Bank and
the affiliated associations of the Farm Credit
Bank in the States of Alabama, Louisiana, and
Mississippi as the arbitrator determines nec-
essary to carry out the purposes of this para-
graph (which shall be subject to change there-
after in accordance with the Farm Credit Act of
1971 (12 U.S.C. 2001 et seq.) and any applicable
regulations).

‘‘(V) The terms of financing agreements be-
tween any production credit associations or ag-
ricultural credit associations described in
clause (iv), and the resulting Farm Credit Bank
(which shall be subject to change thereafter in
accordance with the Farm Credit Act of 1971 (12
U.S.C. 2001 et seq.) and any applicable regula-
tions).

‘‘(VI) Any other terms and conditions or other
matters that the arbitrator considers nec-
essary.
‘‘(iv) CONTENT OF PLAN; AGRICULTURAL CREDIT

ASSOCIATIONS.—If the arbitrator determines that
the chartering of agricultural credit associations
in the States of Alabama, Louisiana, and Mis-
sissippi will be in the best interests of the farm-
ers, ranchers, and aquatic producers eligible to
borrow from Farm Credit System associations,
the plan required under this subparagraph shall
also include, based on submissions from the Fed-
eral Intermediate Credit Bank of Jackson and the
Farm Credit Bank of Texas, provisions for the es-
tablishment of agricultural credit associations to
operate in the States, subject to approval in the
referendum under subparagraph (F). Such provi-
sions shall include provisions regarding the fol-
lowing matters:

‘‘(I) A proposal for the establishment of an ag-
ricultural credit association in each of the geo-
graphic areas specified in subparagraph (F)(iii)
(the charters of which, if validly issued under
subparagraph (G)(i) pursuant to approval in the
referendum under subparagraph (F), shall be
subject to change thereafter in accordance with
the Farm Credit Act of 1971 (12 U.S.C. 2001 et
seq.) and any applicable regulations).

‘‘(II) The initial composition, if the proposal
for the establishment of agricultural credit as-
sociations is approved, of the board of directors
of each such agricultural credit association
(which shall be subject to change thereafter in
accordance with the Farm Credit Act of 1971 (12
U.S.C. 2001 et seq.) and any applicable regula-
tions).

‘‘(III) The valuation, for purposes of the pro-
posed merger of the production credit associa-
tion and the Federal land bank association in
each of the geographic areas specified in sub-
paragraph (F)(iii), of the assets and liabilities of
the associations.

‘‘(IV) The terms and conditions on which the
shares of capital stock of any associations that
may merge under the plan to form agricultural
credit associations will be converted into shares
of the resulting agricultural credit associations.

‘‘(V) The capital structure and capitalization
levels of the resulting Farm Credit Bank and
such affiliated associations of the Farm Credit
Bank in the States of Alabama, Louisiana, and
Mississippi as the arbitrator determines nec-
essary to carry out the purposes of this para-
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graph (which capital structure and capitaliza-
tion levels shall be subject to change thereafter
in accordance with the Farm Credit Act of 1971
(12 U.S.C. 2001 et seq.) and any applicable regu-
lations).

‘‘(VI) The terms of financing agreements be-
tween any agricultural credit associations and
the resulting Farm Credit Bank (which shall be
subject to change thereafter in accordance with
the Farm Credit Act of 1971 (12 U.S.C. 2001 et
seq.) and any applicable regulations).

‘‘(VII) Any other terms and conditions or
other matters that the arbitrator considers nec-
essary.
‘‘(v) CONSULTATION WITH INSURANCE CORPORA-

TION.—The arbitrator shall consult with the Farm
Credit System Insurance Corporation regarding
the valuation of the assets and liabilities under
the plan of merger, the capitalization of the Farm
Credit System institutions resulting under the
plan, and any other matters relevant to the as-
sistance to be provided by the Insurance Corpora-
tion to facilitate the merger under subparagraph
(H).
‘‘(E) CERTIFICATION OF PLAN.—Not later than 30

days after the receipt of the plan developed by the
arbitrator, the Farm Credit Administration shall—

‘‘(i) certify; or
‘‘(ii) recommend to the arbitrator revisions to

the plan that, if incorporated into the plan, will
allow the Farm Credit Administration to certify,

that the resulting bank and any resulting associa-
tions are proposed to be organized in such a fashion
that they will, on implementation of the plan, oper-
ate in compliance with applicable laws and regula-
tions. The arbitrator and the Farm Credit Adminis-
tration shall work cooperatively to ensure the ex-
peditious issuance of the certification. If the Farm
Credit Administration recommends to the arbitra-
tor revisions to the plan that, if incorporated into
the plan, will allow the Farm Credit Administra-
tion to certify the plan, the arbitrator shall, not
later than 15 days after receipt of the recommended
revisions, incorporate the revisions into the plan as
the arbitrator deems appropriate to secure the cer-
tification.

‘‘(F) REFERENDUM ON ASSOCIATION STRUCTURE.—
‘‘(i) IN GENERAL.—Not later than 170 days after

the issuance of an order by the Farm Credit Ad-
ministration under paragraph (1)(D), the Amer-
ican Arbitration Association shall conduct, and
compile and forward to the Farm Credit Adminis-
tration the results of, a vote of current farmer-
borrowers of the production credit associations
and the Federal land bank associations in the
States of Alabama, Louisiana, and Mississippi, in
accordance with the Election Rules of the Amer-
ican Arbitration Association, to determine
whether the farmer-borrowers of each association
in the geographic areas described in clause (iii)
prefer to have credit delivered—

‘‘(I) in the case of production credit associa-
tion farmer-borrowers, through a production
credit association or through an agricultural
credit association as proposed in the plan; and

‘‘(II) in the case of Federal land bank associa-
tion farmer-borrowers, through a Federal land
bank association or through an agricultural
credit association as proposed in the plan.

Each farmer-borrower shall be entitled to one
vote. The arbitrator shall establish record dates
and other procedures for conducting the referen-
dum. The Federal Intermediate Credit Bank of
Jackson, the Farm Credit Bank of Texas, and
their affiliated associations shall cooperate in the
conduct of the referendum, as determined nec-
essary by the Arbitrator.

‘‘(ii) DISCLOSURE.—The arbitrator shall send to
farmer-borrowers eligible to vote under this sub-
paragraph, with their ballot, a statement describ-

ing the potential consequences to the farmer-bor-
rowers, and to the associations from which they
borrow, of voting to charter an agricultural cred-
it association and setting forth factors that farm-
er-borrowers should consider relevant to the
choice between credit delivery through the cur-
rent association structure and the chartering of
an agricultural credit association. The arbitrator
shall develop the disclosure materials in coopera-
tion with the Farm Credit Administration and en-
sure that the materials are not inconsistent with
applicable laws and regulations.

‘‘(iii) TABULATION OF RESULTS.—The results of
the vote under this subparagraph shall be com-
piled separately for production credit association
farmer-borrowers and Federal land bank associa-
tion farmer-borrowers in each of the following
seven geographic areas:

‘‘(I) The area served by the Federal Land
Bank Association of South Mississippi.

‘‘(II) The area served by the Federal Land
Bank Association of North Mississippi.

‘‘(III) The area served by the Federal Land
Bank Association of South Alabama.

‘‘(IV) The area served by the Federal Land
Bank Association of North Alabama.

‘‘(V) The area served by the Federal Land
Bank Association of South Louisiana.

‘‘(VI) The area served by both the Federal
Land Bank Association of North Louisiana and
the First South Production Credit Association.

‘‘(VII) The area served by both the Federal
Land Bank Association of North Louisiana and
the Northwest Louisiana Production Credit As-
sociation.
‘‘(iv) PUBLICATION OF RESULTS.—The results of

the vote under this subparagraph, as tabulated by
the American Arbitration Association, shall be
made promptly available to the public in a man-
ner determined appropriate by the Farm Credit
Administration.
‘‘(G) IMPLEMENTATION.—Not later than 10 days

after the date of the receipt of the results of the
referendum conducted under subparagraph (F), the
Farm Credit Administration shall issue such char-
ters or charter amendments and take such other
regulatory actions as may be necessary to imple-
ment the merger or mergers as provided for under
the certified plan. In this regard, the Farm Credit
Administration shall—

‘‘(i) issue a charter or charter amendment and
take any such other regulatory actions as may be
necessary to provide for the establishment of an
agricultural credit association in each of the geo-
graphic areas described in subparagraph (F)(iii)
where a majority of the farmer-borrowers of both
the production credit association and the Federal
land bank association voted under subparagraph
(F)(i) that they preferred to have credit delivered
through an agricultural credit association (which
charter shall be subject to change thereafter in
accordance with the Farm Credit Act of 1971 (12
U.S.C. 2001 et seq.) and any applicable regula-
tions); and

‘‘(ii) not issue a charter or charter amendment
or take any such other regulatory action to pro-
vide for the establishment of an agricultural cred-
it association in any of the geographic areas de-
scribed in subparagraph (F)(iii) where less than a
majority of the farmer-borrowers of the produc-
tion credit association or the Federal land bank
association voted in the referendum under sub-
paragraph (F)(i) that they preferred to have cred-
it delivered through an agricultural credit asso-
ciation (provided that the charter of any remain-
ing association in such geographic area shall be
subject to change thereafter in accordance with
the Farm Credit Act of 1971 (12 U.S.C. 2001 et seq.)
and any applicable regulations).
‘‘(H) FACILITATION.—
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‘‘(i) IN GENERAL.—Beginning on the date of the
issuance of an order by the Farm Credit Adminis-
tration under paragraph (1)(D), the Farm Credit
System Insurance Corporation shall expend
amounts from the Farm Credit Insurance Fund to
the extent necessary to facilitate the merger pre-
scribed in the plan.

‘‘(ii) MAINTENANCE OF BOOK VALUE.—Assistance
provided by the Corporation under this subpara-
graph shall be in amounts not to exceed that re-
quired to maintain book value per share of stock-
holders’ equity at the same value reflected on the
most recent audited financial statements of the
Federal Intermediate Credit Bank of Jackson and
the Farm Credit Bank of Texas prior to or effec-
tive with the date of the merger.

‘‘(iii) OTHER ASSISTANCE.—Until the expiration
of 5 years from the effective date of a merger au-
thorized by this subsection, or the final resolu-
tion of any litigation against the Federal Inter-
mediate Credit Bank of Jackson or any of its
stockholders pending on the date of the enact-
ment of this subsection [Oct. 28, 1992], whichever
is later, the Corporation shall guarantee prompt
payment of any loss experienced by the merged
bank, which loss is caused by the failure of any
association-stockholder of the merged bank that
was a stockholder of the Federal Intermediate
Credit Bank of Jackson immediately prior to the
merger, or any successor to the association, to
pay when due any obligation of principal or inter-
est owed by the association or its successor to the
resulting bank.

‘‘(iv) TERMS AND CONDITIONS.—Assistance pro-
vided by the Corporation under this subparagraph
shall be on such terms and conditions as the Cor-
poration deems appropriate to facilitate the
merger.
‘‘(I) SAFETY AND SOUNDNESS.—

‘‘(i) IN GENERAL.—Except as provided in clause
(ii), if at any time prior to the completion of the
merger required under this subsection the Farm
Credit Administration determines that the Fed-
eral Intermediate Credit Bank of Jackson is being
operated in an unsafe or unsound manner (as de-
termined in accordance with the Farm Credit Act
of 1971 (12 U.S.C. 2001 et seq.)), the Farm Credit
Administration, after consultation with the re-
spective boards of directors of the affected banks
and taking into consideration the purposes of this
subsection, may require the Federal Intermediate
Credit Bank of Jackson to merge with a Farm
Credit Bank, subject to such terms and conditions
as the Farm Credit Administration may pre-
scribe. The Farm Credit System Insurance Cor-
poration shall expend amounts in the Farm Cred-
it Insurance Fund to the extent necessary to fa-
cilitate the merger prescribed under this subpara-
graph, including the provision of assistance as
provided in section 5.61(a)(2)(A)(iii) of the Farm
Credit Act of 1971 (12 U.S.C. 2277a–10(a)(2)(A)(iii)),
on such terms and conditions as the Corporation
deems appropriate.

‘‘(ii) ARBITRATED MERGER.—If at any time after
the Farm Credit Administration issues an order
under paragraph (1)(D), but prior to the comple-
tion of the merger required under this subsection,
the Farm Credit Administration determines that
the Federal Intermediate Credit Bank of Jackson
is being operated in an unsafe or unsound manner
(as determined in accordance with the Farm Cred-
it Act of 1971 (12 U.S.C. 2001 et seq.)), the Farm
Credit Administration shall, after consultation
with the boards of directors of the Federal Inter-
mediate Credit Bank of Jackson and the Farm
Credit Bank of Texas, take such action as it
deems necessary pursuant to the authorities pro-
vided under the Farm Credit Act of 1971 (12 U.S.C.
2001 et seq.) to return the operation of the Federal
Intermediate Credit Bank of Jackson to a safe

and sound condition, pending the completion of
the merger under paragraph (2).
‘‘(J) MERGER PLAN FOR AGRICULTURAL CREDIT AS-

SOCIATIONS.—In any of the States of Alabama, Lou-
isiana, or Mississippi where all of the associations
are chartered as agricultural credit associations,
the boards of directors of each such association in
each State are encouraged to submit to the farmer-
borrowers of each such association for their ap-
proval a plan for merging the associations into one
statewide agricultural credit association, in accord-
ance with the applicable provisions of the Farm
Credit Act of 1971 (12 U.S.C. 2001 et seq.).

‘‘(K) DEFINITIONS.—As used in this paragraph:
‘‘(i) AGRICULTURAL CREDIT ASSOCIATION.—The

term ‘agricultural credit association’ means an
association having the same authorities, at-
tributes, and obligations as, and for all purposes
an agricultural credit association resulting from
the implementation of the plan under this para-
graph shall be deemed to be, an association re-
sulting from the merger of a production credit as-
sociation and a Federal land bank association
under section 7.8 of the Farm Credit Act of 1971
(12 U.S.C. 2279c–1).

‘‘(ii) FARMER-BORROWER.—The term ‘farmer-bor-
rower’ means a borrower from a Farm Credit Sys-
tem association in the State of Alabama, Louisi-
ana, or Mississippi who holds voting stock, or is
eligible to hold voting stock, in the association or
a stockholder in any such association.

‘‘(3) REVIEW.—
‘‘(A) IN GENERAL.—Actions and determinations of

the arbitrator, the Farm Credit Administration, or
the Farm Credit System Insurance Corporation
pursuant to this subsection shall not be subject to
judicial review except as provided in this para-
graph, nor shall they be subject to the require-
ments of subchapter II of chapter 5 or chapter 7 of
title 5, United States Code.

‘‘(B) AGENCY DETERMINATIONS.—
‘‘(i) IN GENERAL.—Any petition for review of a

determination or other action of the Farm Credit
Administration or the Farm Credit System Insur-
ance Corporation under this subsection shall be
filed in the United States Court of Appeals for the
District of Columbia Circuit not later than 10
days after the determination, or the petition
shall be barred. The court shall have exclusive ju-
risdiction to determine the proceeding in accord-
ance with standard procedures as supplemented
by procedures hereinafter provided and no other
district court or court of appeals of the United
States shall have jurisdiction over any such chal-
lenge in any proceeding instituted prior to, on, or
after the date of enactment of this subsection.
The review of any determination or action of the
Farm Credit Administration or the Farm Credit
System Insurance Corporation under this sub-
section shall be based on the examination of all of
the information before the Farm Credit Adminis-
tration or the Farm Credit System Insurance Cor-
poration, as the case may be, at the time the de-
termination was made. The court reviewing the
determination or action shall not enter a stay or
order of mandamus unless the court has deter-
mined, after notice and a hearing before a panel
of the court, that the agency action complained
of was arbitrary, capricious, an abuse of discre-
tion, or otherwise not in accordance with law.

‘‘(ii) PROCEDURES.—Notwithstanding any other
provision of law, the court may set rules govern-
ing the procedures of any such proceeding that
set page limits on briefs and time limits for filing
briefs and motions and other actions that are
shorter than the limits specified in the Federal
Rules of Civil or Appellate Procedure.

‘‘(iii) EXPEDITED REVIEW.—Any such proceeding
before the court shall be assigned for hearing and
completed at the earliest possible date, and shall
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be expedited in every way. The court shall render
its final decision relative to any challenge not
later than 50 days from the date the challenge is
brought unless the court determines that a longer
period of time is required to satisfy the require-
ments of the Constitution.
‘‘(C) ARBITRATOR DETERMINATIONS.—

‘‘(i) IN GENERAL.—Except as otherwise provided
in this paragraph, any petition for review of a de-
termination or other action of the arbitrator
named under paragraph (2) shall be filed in ac-
cordance with the United States Arbitration Act
(9 U.S.C. 1 et seq.). Such Act shall apply to the ar-
bitration conducted pursuant to paragraph (2) to
the same extent as if the arbitration were estab-
lished in a contract evidencing a transaction in
commerce between the Federal Intermediate
Credit Bank of Jackson and the Farm Credit
Bank of Texas.

‘‘(ii) PROCEDURES.—Notwithstanding the United
States Arbitration Act (9 U.S.C. 1 et seq.), any pe-
tition for review of a determination or other ac-
tion of the arbitrator under this subsection shall
be filed not later than 10 days after the deter-
mination, or the petition shall be barred. The
court specified under such Act shall have exclu-
sive jurisdiction to determine the proceeding in
accordance with the applicable procedures under
such Act, as supplemented by procedures herein-
after provided, and no other district court shall
have jurisdiction over any such challenge in any
such proceeding. Notwithstanding any other pro-
vision of law, the court may set rules governing
the procedures of any such proceeding that set
page limits on briefs and time limits for filing
briefs and motions and other actions that are
shorter than the limits specified in the United
States Arbitration Act or the Federal Rules of
Civil or Appellate Procedure [28 App. U.S.C.].

‘‘(iii) EXPEDITED REVIEW.—Any such proceeding
before the court shall be assigned for hearing and
completed at the earliest possible date, and shall
be expedited in every way. The court shall render
its final decision relative to any challenge as soon
as possible in accordance with the United States
Arbitration Act (9 U.S.C. 1 et seq.), or not later
than 30 days from the date the challenge is
brought, whichever is sooner, unless the court de-
termines that a longer period of time is required
to satisfy the requirements of the Constitution.’’

§ 2012. Board of directors

Each Farm Credit Bank shall elect a board of
directors of such number, for such term, in such
manner, and with such qualifications, as may be
required in its bylaws, except that, at least one
member shall be elected by the other directors,
which member shall not be a director, officer,
employee, or stockholder of a System institu-
tion.

(Pub. L. 92–181, title I, § 1.4, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1622;
amended Pub. L. 100–399, title IV, § 401(c), Aug.
17, 1988, 102 Stat. 995.)

PRIOR PROVISIONS

A prior section 2012, Pub. L. 92–181, title I, § 1.4, Dec.
10, 1971, 85 Stat. 584; Pub. L. 96–592, title I, § 101, Dec. 24,
1980, 94 Stat. 3437; Pub. L. 99–205, title II, § 205(d)(1), Dec.
23, 1985, 99 Stat. 1703; Pub. L. 100–233, title VII, § 705(a),
title VIII, § 802(b), Jan. 6, 1988, 101 Stat. 1706, 1710; Pub.
L. 100–399, title VI, § 604, Aug. 17, 1988, 102 Stat. 1006, re-
lated to corporate existence and general corporate pow-
ers, prior to the general amendment of this subchapter
by Pub. L. 100–233, § 401.

AMENDMENTS

1988—Pub. L. 100–399 struck out ‘‘from its voting
stockholders’’ after ‘‘shall elect’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

§ 2013. General corporate powers

Each Farm Credit Bank shall be a body cor-
porate and, subject to regulation by the Farm
Credit Administration, shall have power to—

(1) adopt and use a corporate seal;
(2) have succession until dissolved under the

provisions of this chapter or other Act of Con-
gress;

(3) make contracts;
(4) sue and be sued;
(5) acquire, hold, dispose, and otherwise ex-

ercise all the usual incidents of ownership of
real and personal property necessary or con-
venient to its business;

(6) make, participate in, and discount loans,
make commitments for credit, accept advance
payments, and provide services as authorized
in this chapter, and charge fees for such;

(7) operate under the direction of its board of
directors;

(8) provide by its board of directors for a
president, one or more vice presidents, a sec-
retary, a treasurer, and provide for such other
officers, employees, and agents as may be nec-
essary, as provided in this chapter, define
their duties, and require surety bonds or make
other provision against losses occasioned by
employees;

(9) prescribe, by its board of directors, its
bylaws that shall be consistent with law, and
that shall provide for—

(A) the classes of its stock and the manner
in which such stock shall be issued, trans-
ferred, and retired; and

(B) the manner in which it is to—
(i) select officers, employees, and agents;
(ii) acquire, hold, and transfer property;
(iii) make loans and discounts;
(iv) conduct general business; and
(v) exercise and enjoy the privileges

granted to it by law;

(10) borrow money and issue notes, bonds,
debentures, or other obligations individually,
or in concert with one or more other banks of
the System, of such character, terms, condi-
tions, and rates of interest as may be deter-
mined as provided for in this chapter;

(11) purchase nonvoting stock in, or pay in
surplus to, and accept deposits of securities or
funds from associations in its district, and pay
interest on such funds;

(12) participate with—
(A) one or more other Farm Credit Banks

in loans under this subchapter on such terms
as may be agreed on among such banks;

(B) one or more other Farm Credit System
institutions in loans made under this sub-
chapter or other subchapters of this chapter
on the basis prescribed in section 2206 of this
title; and

(C) lenders that are not Farm Credit Sys-
tem institutions in loans that the bank is
authorized to make under this subchapter;
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(13) approve the salary scale of the officers
and employees of the associations in its dis-
trict and supervise the exercise by such asso-
ciations of the functions vested in or delegated
to them;

(14) deposit the securities and current funds
of the bank with any member bank of the Fed-
eral Reserve System or any insured State non-
member bank (within the meaning of section
1813 of this title) and pay fees and receive in-
terest on such as may be agreed, and when des-
ignated for that purpose by the Secretary of
the Treasury, such bank—

(A) shall be a depository of public money,
except receipts from customs, under such
regulations as may be prescribed by the Sec-
retary;

(B) may be employed as a fiscal agent of
the Government; and

(C) shall perform all such reasonable du-
ties as a depository of public money or fi-
nancial agent of the Government as may be
required of such bank;

except that no Government funds deposited
under the provisions of this paragraph shall be
invested in loans or bonds or other obligations
of the bank;

(15) buy and sell obligations of, or insured
by, the United States or any agency thereof,
or securities backed by the full faith and cred-
it of any such agency, and make other invest-
ments as may be authorized under regulations
issued by the Farm Credit Administration;

(16) sell to lenders that are not Farm Credit
System institutions interests in loans, and
buy from and sell to Farm Credit System in-
stitutions interests in loans and other exten-
sions of credit, and nonvoting stock as may be
authorized under regulations issued by the
Farm Credit Administration;

(17) conduct studies and make and adopt
standards for lending;

(18) delegate to associations such functions
as the bank determines appropriate;

(19) amend and modify loan contracts, docu-
ments, and payment schedules, and release,
subordinate, or substitute security for any of
such items;

(20) for loans made by the bank, require as-
sociations to endorse notes and other obliga-
tions of borrowers from the bank;

(21) exercise through the board of directors
or authorized officers, employees, or agents of
the bank, all such incidental powers as may be
necessary or expedient to carry on the busi-
ness of the bank;

(22) accept contributions to the capital of
the bank from associations and account for
such in accordance with generally accepted ac-
counting principles, except as may be author-
ized by the Farm Credit Administration;

(23) as may be authorized by the board of di-
rectors of the bank, agree with other Farm
Credit System institutions to share loan and
other losses, whether to protect against cap-
ital impairment or for any other purpose; and

(24) operate as an originator and become cer-
tified as a certified facility under subchapter
VIII of this chapter.

(Pub. L. 92–181, title I, § 1.5, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1623;

amended Pub. L. 100–399, title IV, § 401(d), Aug.
17, 1988, 102 Stat. 995; Pub. L. 104–105, title II,
§ 201, Feb. 10, 1996, 110 Stat. 172.)

PRIOR PROVISIONS

A prior section 2013, Pub. L. 92–181, title I, § 1.5, Dec.
10, 1971, 85 Stat. 585; Pub. L. 96–592, title I, § 102, Dec. 24,
1980, 94 Stat. 3437; Pub. L. 99–205, title II, § 205(d)(2), (3),
title VI, § 601, Dec. 23, 1985, 99 Stat. 1703, 1711; Pub. L.
100–233, title VIII, § 802(c), Jan. 6, 1988, 101 Stat. 1710, re-
lated to land bank stock, prior to the general amend-
ment of this subchapter by Pub. L. 100–233, § 401.

AMENDMENTS

1996—Par. (13). Pub. L. 104–105 struck out ‘‘, and the
appointment and compensation of the chief executive
officer thereof,’’ after ‘‘in its district’’.

1988—Par. (9). Pub. L. 100–399, § 401(d)(1), amended par.
(9) generally. Prior to amendment, par. (9) read as fol-
lows: ‘‘prescribe by its board of directors—

‘‘(A) the bylaws of such bank that shall not be in-
consistent with law, providing for the classes of the
stock of the bank and the manner in which such
stock shall be issued, transferred, and retired;

‘‘(B) the officers, employees, and agents of the bank
as provided for;

‘‘(C) the property of the bank acquired, held, and
transferred;

‘‘(D) the loans and discounts made by the bank;
‘‘(E) the general business conducted by the bank;

and
‘‘(F) the privileges granted to the bank by law exer-

cised and enjoyed;’’.
Par. (11). Pub. L. 100–399, § 401(d)(2), substituted ‘‘of

securities or’’ for ‘‘or securities of’’.
Par. (12)(B), (C). Pub. L. 100–399, § 401(d)(3), struck out

‘‘participate with’’ before ‘‘one or more’’ in subpar. (B)
and ‘‘participate with’’ before ‘‘lenders that’’ in subpar.
(C).

Par. (14). Pub. L. 100–399, § 401(d)(4), substituted
‘‘(within the meaning of section 1813 of this title)’’ for
‘‘as defined in section 1813 of this title’’.

Par. (18). Pub. L. 100–399, § 401(d)(5), struck out ‘‘Fed-
eral land bank’’ after ‘‘delegate to’’.

Par. (22). Pub. L. 100–399, § 401(d)(6), substituted ‘‘in
accordance with generally accepted accounting prin-
ciples, except as may be authorized by the Farm Credit
Administration;’’ for ‘‘as authorized by the Farm Cred-
it Administration; and’’.

Par. (23). Pub. L. 100–399, § 401(d)(7), struck out ‘‘and
approved by the Farm Credit Administration Board’’
after ‘‘of the bank’’ and substituted ‘‘purpose; and’’ for
‘‘purpose.’’

Par. (24). Pub. L. 100–399, § 401(d)(8), added par. (24).

EFFECTIVE DATE OF 1996 AMENDMENT

Section 302 of Pub. L. 104–105 provided that: ‘‘Except
as otherwise provided in this Act, this Act [see Short
Title of 1996 Amendment note set out under section 2001
of this title] and the amendments made by this Act
shall become effective on the date of enactment [Feb.
10, 1996].’’

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

§ 2014. Farm Credit Bank capitalization

In accordance with section 2154a of this title,
the Farm Credit Banks shall provide, through
bylaws and subject to Farm Credit Administra-
tion regulations, for the capitalization of the
bank and the manner in which bank stock shall
be issued, held, transferred, and retired and
bank earnings distributed.
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(Pub. L. 92–181, title I, § 1.6, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1624.)

PRIOR PROVISIONS

A prior section 2014, Pub. L. 92–181, title I, § 1.6, Dec.
10, 1971, 85 Stat. 585; Pub. L. 96–592, title I, § 103, Dec. 24,
1980, 94 Stat. 3438, related to real estate mortgage
loans, prior to the general amendment of this sub-
chapter by Pub. L. 100–233, § 401.

§ 2015. Lending authority

(a) Real estate loans and related assistance
(1) Real estate loans

The Farm Credit Banks may make or par-
ticipate with other lenders in long-term real
estate mortgage loans in rural areas, as de-
fined by the Farm Credit Administration, or
to producers or harvesters of aquatic products,
and make continuing commitments to make
such loans under specified circumstances, for a
term of not less than 5 nor more than 40 years.
(2) Financial assistance

The Farm Credit Banks may provide and ex-
tend financial assistance to, and discount for,
or purchase from, a Federal land bank associa-
tion any note, draft, or other obligation with
the endorsement or guarantee of the associa-
tion, the proceeds of which have been ad-
vanced to persons eligible and for purposes of
financing by the association, as authorized
under section 2279b(a) of this title.

(b) Intermediate credit
(1) In general

The Farm Credit Banks are authorized to
make loans and extend other similar financial
assistance to and to discount for or purchase
from—

(A) any production credit association, or
(B) any national bank, State bank, trust

company, agricultural credit corporation,
incorporated livestock loan company, sav-
ings institution, credit union, or any asso-
ciation of agricultural producers engaged in
the making of loans to farmers and ranchers,
and any corporation engaged in the making
of loans to producers or harvesters of aquat-
ic products,

any note, draft, or other obligation with the
institution’s endorsement or guarantee, the
proceeds of which note, draft, or other obliga-
tion have been advanced to persons and for
purposes eligible for financing by production
credit associations as authorized by this chap-
ter.
(2) Participation with other entities

The Farm Credit Banks may participate
with one or more production credit associa-
tions or other Farm Credit Banks in the mak-
ing of loans to eligible borrowers and may par-
ticipate with one or more other Farm Credit
System institutions in loans made under this
subchapter or other subchapters of this chap-
ter on the basis prescribed in section 2206 of
this title.
(3) Limitations on extension of financial serv-

ices
(A) General rule

No paper shall be purchased from or dis-
counted for, and no loans shall be made or

other similar financial assistance extended
by a Farm Credit Bank to any entity identi-
fied in paragraph (1)(B) of this subsection if
the amount of such paper added to the ag-
gregate liabilities of such entity, whether di-
rect or contingent (other than bona fide de-
posit liabilities), exceeds ten times the paid-
in and unimpaired capital and surplus of
such entity or the amount of such liabilities
permitted under the laws of the jurisdiction
creating such institution, whichever is the
lesser.

(B) Limitation on national bank
It shall be unlawful for any national bank

which is indebted to any Farm Credit Bank,
on paper discounted or purchased under
paragraph (1), to incur any additional in-
debtedness, if by virtue of such additional
indebtedness its aggregate liabilities direct
or contingent, will exceed the limitation de-
scribed in subparagraph (A).

(4) FCA regulations
(A) In general

All of the loans, financial assistance, dis-
counts and purchases authorized by this sub-
section shall be subject to regulations of the
Farm Credit Administration and shall be se-
cured by collateral, if any, as may be re-
quired in such regulations.

(B) Requirement of regulations
The regulations shall assure that such

loans, financial assistance, discounts, and
purchases are available on a reasonable basis
to any financing institution authorized to
receive such services under paragraph (1)(B)
of this subsection, and that—

(i) is significantly involved in lending for
agricultural or aquatic purposes;

(ii) demonstrates a continuing need for
supplementary sources of funds to meet
the credit requirements of its agricultural
or aquatic borrowers;

(iii) has limited access to national or re-
gional capital markets; and

(iv) does not use such services to expand
its financing activities to persons and for
purposes other than those authorized
under subchapter II of this chapter.

(C) Fees
The regulations may authorize a Farm

Credit Bank to charge reasonable fees for
any commitment to extend service under
this section to such a financing institution.

(D) Subsidiaries and affiliates
For purposes of this subsection, a financ-

ing institution together with the subsidi-
aries and affiliates of such may be consid-
ered as one, but such determination to con-
sider such institution together with the sub-
sidiaries and affiliates of such as one shall
be made in the first instance by the bank
and in the event of a denial by the bank of
its services to a financial institution, then
by the Farm Credit Administration on a
case-by-case basis with due regard to the
total relationship of the financing institu-
tion, its subsidiaries, and affiliates.
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(5) Effective date
Nothing in this section shall require termi-

nation of discount relationships in existence
on December 24, 1980.

(Pub. L. 92–181, title I, § 1.7, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1625;
amended Pub. L. 100–399, title IV, § 401(e), (f),
Aug. 17, 1988, 102 Stat. 995, 996.)

CODIFICATION

In subsec. (b)(5), ‘‘December 24, 1980’’ substituted for
‘‘the effective date of the Farm Credit Act Amend-
ments of 1980’’.

PRIOR PROVISIONS

A prior section 2015, Pub. L. 92–181, title I, § 1.7, Dec.
10, 1971, 85 Stat. 585; Pub. L. 96–592, title I, § 104, Dec. 24,
1980, 94 Stat. 3438; Pub. L. 99–509, title I, § 1033(a), Oct.
21, 1986, 100 Stat. 1877, related to interest rates and
other charges, prior to the general amendment of this
subchapter by Pub. L. 100–233, § 401.

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–399, § 401(e), inserted in
heading ‘‘and related assistance’’ and amended text
generally. Prior to amendment, text read as follows:
‘‘The Farm Credit Banks are authorized to make or
participate with other lenders in long-term real estate
mortgage loans in rural areas, as defined by the Farm
Credit Administration, or to producers or harvesters of
aquatic products, and make continuing commitments
to make such loans under specified circumstances, for
a term of not less than 5 nor more than 40 years.’’

Subsec. (b)(2). Pub. L. 100–399, § 401(f)(1), struck out
provision that banks may own and lease or lease with
an option to purchase to persons eligible for assistance
under this subchapter, equipment needed in the oper-
ations of such persons.

Subsec. (b)(3). Pub. L. 100–399, § 401(f)(2), substituted
in heading ‘‘services’’ for ‘‘assistance’’ and in subpar.
(B) ‘‘described in subparagraph (A)’’ for ‘‘herein con-
tained’’.

Subsec. (b)(4)(A). Pub. L. 100–399, § 401(f)(3), sub-
stituted ‘‘subsection’’ for ‘‘section’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2020, 2021, 2091,
2202a, 2252, 2277a–4 of this title.

§ 2016. Interest rates and other charges

(a) In general
Loans and discounts made by a Farm Credit

Bank shall bear such rate or rates of interest or
discount, and be on such terms and conditions,
as may be determined by the board of directors
of the bank from time to time.

(b) Setting rates and charges
In setting rates and charges, it shall be the ob-

jective to provide the types of credit needed by
eligible borrowers at the lowest reasonable costs
on a sound business basis taking into consider-
ation the cost of money to the bank, necessary
reserve and expenses of the bank and associa-
tions, and providing services to members. The
loan documents or discounting and financing
agreements, may provide for the interest rate or

rates to vary from time to time during the re-
payment period of the loan or agreement.

(Pub. L. 92–181, title I, § 1.8, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1626;
amended Pub. L. 100–399, title IV, § 401(g), Aug.
17, 1988, 102 Stat. 996.)

PRIOR PROVISIONS

A prior section 2016, Pub. L. 92–181, title I, § 1.8, Dec.
10, 1971, 85 Stat. 586; Pub. L. 96–592, title I, § 105, Dec. 24,
1980, 94 Stat. 3438, related to eligibility, prior to the
general amendment of this subchapter by Pub. L.
100–233, § 401.

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–399 substituted ‘‘such
rate or rates of interest or discount, and be’’ for ‘‘inter-
est at a rate or rates, and’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

§ 2017. Eligibility

The credit and financial services authorized in
this subchapter may be made available to per-
sons who are or become stockholders or mem-
bers of the bank or associations in the district,
and who are—

(1) bona fide farmers, ranchers, or producers
or harvesters of aquatic products;

(2) persons furnishing to farmers and ranch-
ers farm-related services directly related to
their on-farm operating needs; or

(3) owners of rural homes.

(Pub. L. 92–181, title I, § 1.9, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1626.)

PRIOR PROVISIONS

A prior section 2017, Pub. L. 92–181, title I, § 1.9, Dec.
10, 1971, 85 Stat. 586; Pub. L. 96–592, title I, § 106, Dec. 24,
1980, 94 Stat. 3438; Pub. L. 100–233, title IV, § 426, title
VIII, § 802(d), Jan. 6, 1988, 101 Stat. 1657, 1710; Pub. L.
100–399, title IV, § 412, title VII, § 701, Aug. 17, 1988, 102
Stat. 1004, 1006, related to security, prior to the general
amendment of this subchapter by Pub. L. 100–233, § 401.

§ 2018. Security; terms

(a) Real estate loans
(1) Maximum level of loans

(A) In general
Real estate mortgage loans originated by a

Farm Credit Bank, or in which a Farm Cred-
it Bank participates in with a lender that is
not a System institution, shall not exceed 85
percent of the appraised value of the real es-
tate security, except as provided for in sub-
paragraphs (C) and (D).

(B) Regulation
The Farm Credit Administration may, by

regulation, require that loans not exceed 75
percent of the appraised value of the real es-
tate security.

(C) Guaranteed loans
If the loan is guaranteed by Federal, State,

or other governmental agencies, the loan
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may not exceed 97 percent of the appraised
value of the real estate security, as may be
authorized under regulations of the Farm
Credit Administration.

(D) Private mortgage insurance
A loan on which private mortgage insur-

ance is obtained may exceed 85 percent of
the appraised value of the real estate secu-
rity to the extent that the loan amount in
excess of such 85 percent is covered by the
insurance.

(2) Security
All loans originated or participated in by a

bank under this section shall be secured by
first liens on interests in real estate of such
classes as may be prescribed by regulations of
the Farm Credit Administration.

(3) Value of security
To adequately secure the loan, the value of

security shall be determined by appraisal
under standards prescribed by the bank in ac-
cordance with regulations of the Farm Credit
Administration.

(4) Additional security
Additional security for any loan may be re-

quired by the bank to supplement real estate
security. Credit factors, other than the ratio
between the amount of the loan and the secu-
rity value, shall be given due consideration.

(b) Intermediate credit
Loans, other than real estate loans, and dis-

counts made under the provisions of this sub-
chapter shall be repayable in not more than 7
years (15 years if made to producers or harvest-
ers of aquatic products) from the time that such
are made or discounted by the Farm Credit
Bank, except that the Board of Directors, under
regulations of the Farm Credit Administration,
may approve policies permitting loans, ad-
vances, or discounts (other than those made to
producers or harvesters of aquatic products) to
be repayable in not more than 10 years from the
time that such are made or discounted by such
bank.

(Pub. L. 92–181, title I, § 1.10, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1627;
amended Pub. L. 100–399, title IV, § 401(h), (i),
Aug. 17, 1988, 102 Stat. 996; Pub. L. 104–105, title
II, §§ 202, 203, Feb. 10, 1996, 110 Stat. 172.)

PRIOR PROVISIONS

A prior section 2018, Pub. L. 92–181, title I, § 1.10, Dec.
10, 1971, 85 Stat. 586; Pub. L. 96–592, title I, § 107, Dec. 24,
1980, 94 Stat. 3438, related to purposes, prior to the gen-
eral amendment of this subchapter by Pub. L. 100–233,
§ 401.

AMENDMENTS

1996—Subsec. (a)(1)(A). Pub. L. 104–105, § 202(b), sub-
stituted ‘‘subparagraphs (C) and (D)’’ for ‘‘paragraphs
(2) and (3)’’.

Subsec. (a)(1)(D). Pub. L. 104–105, § 202(a), added sub-
par. (D).

Subsec. (a)(5). Pub. L. 104–105, § 203, struck out head-
ing and text of par. (5). Text read as follows: ‘‘Each
Farm Credit Bank shall require a financial statement
from each borrower at least once every 3 years, or dur-
ing such shorter period of time as may be required
under regulations of the Farm Credit Administration.’’

1988—Subsec. (a)(2). Pub. L. 100–399, § 401(h)(1), sub-
stituted ‘‘prescribed by regulations of’’ for ‘‘approved
by’’.

Subsec. (a)(3). Pub. L. 100–399, § 401(h)(2), substituted
‘‘under standards’’ for ‘‘under appraisal standards’’ and
‘‘in accordance with regulations of’’ for ‘‘and approved
by’’.

Subsec. (b). Pub. L. 100–399, § 401(i), substituted ‘‘har-
vesters of aquatic products) from’’ for ‘‘harvester of
aquatic products) from’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

§ 2019. Purposes for extensions of credit

(a) Agricultural or aquatic purposes
(1) In general

Loans made by a Farm Credit Bank to farm-
ers, ranchers, and producers or harvesters of
aquatic products may be for any agricultural
or aquatic purpose and other credit needs of
the applicant, including financing for basic
processing and marketing directly related to
the applicant’s operations and those of other
eligible farmers, ranchers, and producers or
harvesters of aquatic products, except that the
operations of the applicant shall supply some
portion of the total processing or marketing
for which financing is extended.
(2) Limitation on loans for basic processing

and marketing operations
The aggregate of the financing provided by

any Farm Credit Bank for basic processing
and marketing directly related to the oper-
ations of farmers, ranchers, and producers or
harvesters of aquatic products, if the oper-
ations of the applicant supply less than 20 per-
cent of the total processing or marketing for
which financing is extended, shall not exceed
15 percent of the total of all outstanding loans
of such bank.

(b) Rural housing financing
(1) In general

Loans and discounts may be made to rural
residents for rural housing financing under
regulations of the Farm Credit Administra-
tion.
(2) Limitations

Rural housing financed under this sub-
chapter shall be for single-family, moderate-
priced dwellings and their appurtenances not
inconsistent with the general quality and
standards of housing existing in, or planned or
recommended for, the rural area where it is lo-
cated, except that a Farm Credit Bank may
not at any one time have a total amount of
loans outstanding for such rural housing to
persons other than farmers or ranchers in
amounts exceeding 15 percent of the total of
all loans outstanding in such bank.
(3) Rural areas

For rural housing purposes under this sec-
tion the term ‘‘rural areas’’ shall not be de-
fined to include any city or village having a
population in excess of 2,500 inhabitants.
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(c) Farm-related services
(1) In general

Loans to persons furnishing farm-related
services to farmers and ranchers directly re-
lated to their on-farm operating needs may be
made for the necessary capital structures and
equipment and initial working capital for such
services.

(2) Facilities
The banks may own and lease, or lease with

option to purchase, to persons eligible for
credit under this subchapter or subchapter II
of this chapter, equipment or facilities needed
in the operations of such persons.

(Pub. L. 92–181, title I, § 1.11, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1627;
amended Pub. L. 100–399, title IV, § 401(j), Aug.
17, 1988, 102 Stat. 996; Pub. L. 101–624, title XVIII,
§ 1832(a), Nov. 28, 1990, 104 Stat. 3832; Pub. L.
102–237, title V, § 502(a), Dec. 13, 1991, 105 Stat.
1868.)

PRIOR PROVISIONS

A prior section 2019, Pub. L. 92–181, title I, § 1.11, Dec.
10, 1971, 85 Stat. 586; Pub. L. 96–592, title I, § 108, Dec. 24,
1980, 94 Stat. 3438, related to services related to borrow-
er’s operations, prior to the general amendment of this
subchapter by Pub. L. 100–233, § 401.

AMENDMENTS

1991—Subsec. (a). Pub. L. 102–237 made technical
amendments to headings of subsec. (a) and pars. (1) and
(2).

1990—Subsec. (a). Pub. L. 101–624 designated existing
provisions as par. (1), inserted heading, substituted
‘‘some portion’’ for ‘‘at least 20 percent, or such larger
percent as may be required by the board of directors of
the bank under regulations of the Farm Credit Admin-
istration,’’, and added par. (2).

1988—Subsec. (c)(2). Pub. L. 100–399 substituted ‘‘this
subchapter or subchapter II of this chapter, equipment
or facilities’’ for ‘‘this subchapter, facilities’’.

EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by Pub. L. 102–237 effective as if included
in the provision of the Food, Agriculture, Conservation,
and Trade Act of 1990, Pub. L. 101–624, to which the
amendment relates, see section 1101(b)(4) of Pub. L.
102–237, set out as a note under section 1421 of Title 7,
Agriculture.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2206a of this
title.

§ 2020. Related services

(a) In general
The Farm Credit Banks may provide technical

assistance to borrowers, members, and appli-
cants from the bank and associations in the dis-
trict, including persons obligated on paper dis-
counted by the bank, and may make available to
them at their option such financial related serv-
ices appropriate to their on-farm and aquatic
operations as determined to be feasible by the

board of directors of the bank, under regulations
of the Farm Credit Administration.

(b) Authority to pass along cost of insurance pre-
miums

Each Farm Credit Bank may assess each pro-
duction credit association, other association
making direct loans under the authority pro-
vided under section 2279b of this title, and other
financing institution described in section
2015(b)(1)(B) of this title in the district in which
the bank is located to cover the costs of making
premium payments under part E of subchapter V
of this chapter. The assessment on any such as-
sociation or other financing institution for any
calendar year shall be computed on the same
basis as is used to compute the premium pay-
ment and shall not exceed the sum of—

(1) the annual average principal outstanding
for such year on loans made by the associa-
tion, or on loans made by the other financing
institution and funded by or discounted with
the Farm Credit Bank, that are in accrual
status, excluding the guaranteed portions of
government-guaranteed loans (as defined in
section 2277a–4(a)(3) of this title) provided for
in paragraph (3) and Government Sponsored
Enterprise-guaranteed loans (as defined in sec-
tion 2277a–4(a)(4) of this title) provided for in
paragraph (4), multiplied by 0.0015;

(2) the annual average principal outstanding
for such year on loans made by the associa-
tion, or on loans made by the other financing
institution and funded by or discounted with
the Farm Credit Bank, that are in nonaccrual
status, multiplied by 0.0025;

(3)(A) the annual average principal outstand-
ing for such year on the guaranteed portions
of Federal government-guaranteed loans (as so
defined) made by the association, or by the
other financing institution and funded by or
discounted with the Farm Credit Bank, that
are in accrual status, multiplied by 0.00015;
and

(B) the annual average principal outstanding
for such year on the guaranteed portions of
State government-guaranteed loans (as so de-
fined) made by the association, or by the other
financing institution and funded by or dis-
counted with the Farm Credit Bank, that are
in accrual status, multiplied by 0.0003; and

(4) the annual average principal outstanding
for such year on the guaranteed portions of
Government Sponsored Enterprise-guaranteed
loans (as so defined) made by the association,
or by the other financing institution and fund-
ed by or discounted with the Farm Credit
Bank, that are in accrual status, multiplied by
a factor, not to exceed 0.0015, determined by
the Corporation for the purpose of setting the
premium for such guaranteed portions of loans
under section 2277a–4(a)(1)(D) of this title.

(Pub. L. 92–181, title I, § 1.12, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1628;
amended Pub. L. 100–399, title IV, § 401(k), Aug.
17, 1988, 102 Stat. 996; Pub. L. 101–220, § 6(b)(1), (2),
Dec. 12, 1989, 103 Stat. 1880; Pub. L. 104–105, title
II, § 215(a)(2)(C), Feb. 10, 1996, 110 Stat. 176; Pub.
L. 107–171, title V, § 5403(a)(2)(A), May 13, 2002, 116
Stat. 350.)
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PRIOR PROVISIONS

A prior section 2020, Pub. L. 92–181, title I, § 1.12, Dec.
10, 1971, 85 Stat. 586; Pub. L. 96–592, title I, § 109, Dec. 24,
1980, 94 Stat. 3439, related to loans through associations
or agents, prior to the general amendment of this sub-
chapter by Pub. L. 100–233, § 401.

AMENDMENTS

2002—Subsec. (b)(1). Pub. L. 107–171, § 5403(a)(2)(A)(i),
inserted ‘‘and Government Sponsored Enterprise-guar-
anteed loans (as defined in section 2277a–4(a)(4) of this
title) provided for in paragraph (4)’’ after ‘‘government-
guaranteed loans (as defined in section 2277a–4(a)(3) of
this title) provided for in paragraph (3)’’.

Subsec. (b)(4). Pub. L. 107–171, § 5403(a)(2)(A)(ii)–(iv),
added par. (4).

1996—Pub. L. 104–105, § 215(a)(2)(C), which directed
amendment of ‘‘section 1.12(b)’’, without specifying the
name of the Act being amended, was executed to this
section, which is section 112 of the Farm Credit Act of
1971, to reflect the probable intent of Congress.

Subsec. (b)(1). Pub. L. 104–105, § 215(a)(2)(C)(i), inserted
‘‘(as defined in section 2277a–4(a)(3) of this title)’’ after
‘‘government-guaranteed loans’’.

Subsec. (b)(3). Pub. L. 104–105, § 215(a)(2)(C)(i), inserted
‘‘(as so defined)’’ after ‘‘government-guaranteed loans’’
in subpars. (A) and (B).

1989—Subsec. (b). Pub. L. 101–220, § 6(b)(1), inserted
‘‘, other association making direct loans under the au-
thority provided under section 2279b of this title,’’ after
‘‘production credit association’’.

Subsec. (b)(1). Pub. L. 101–220, § 6(b)(2)(A), inserted
‘‘funded by or’’ before ‘‘discounted with’’ and ‘‘exclud-
ing the guaranteed portions of government-guaranteed
loans provided for in paragraph (3),’’ and struck out
‘‘and’’ after ‘‘multiplied by 0.0015;’’.

Subsec. (b)(2). Pub. L. 101–220, § 6(b)(2)(B), inserted
‘‘funded by or’’ before ‘‘discounted with’’ and sub-
stituted ‘‘0.0025; and’’ for ‘‘0.0025.’’.

Subsec. (b)(3). Pub. L. 101–220, § 6(b)(2)(C), added par.
(3).

1988—Subsec. (a). Pub. L. 100–399 designated existing
provision as subsec. (a), inserted heading, substituted
‘‘directors of the bank’’ for ‘‘directors of each district
bank’’, and added subsec. (b).

EFFECTIVE DATE OF 2002 AMENDMENT

Pub. L. 107–171, title V, § 5403(b), May 13, 2002, 116
Stat. 351, provided that: ‘‘The amendments made by
this section [amending this section and sections 2277a–4
and 2277a–5 of this title] shall apply with respect to de-
terminations of premiums for calendar year 2002 and
for any succeeding calendar year, and to certified
statements with respect to such premiums.’’

EFFECTIVE DATE OF 1989 AMENDMENT

Section 6(c) of Pub. L. 101–220 provided that: ‘‘The
amendments made by subsections (a) and (b) [amending
sections 2020, 2277a–4, 2277a–8, and 2277a–10 of this title]
shall be effective for insurance premiums due to the
Farm Credit System Insurance Corporation under the
Farm Credit Act of 1971 (12 U.S.C. 2001 et seq.) on or
after January 1, 1990, based on the loan volume of each
bank for each calendar year beginning with calendar
year 1989, and shall be effective for the calculation of
the initial premium payment required under section
5.56(c) of the Farm Credit Act of 1971 (12 U.S.C.
2277a–5(c)).’’

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2277a–4 of this
title.

§ 2021. Loans through associations or agents

(a) In general
The Farm Credit Banks shall, except as other-

wise herein provided, make loans of the type au-
thorized under section 2015(a) of this title
through a Federal land bank association char-
tered to serve the territory in which the real es-
tate of the borrower is located.
(b) No active association

If there is no active association chartered to
serve territory where the real estate is located,
the bank may make the loan directly or through
such bank or trust company or savings or other
financial institution as such bank may des-
ignate.
(c) Purchase of stock required

When the loan is not made through a Federal
land bank association, the applicant shall pur-
chase stock in the bank in accordance with the
capitalization requirements provided for in the
bylaws of the bank.

(Pub. L. 92–181, title I, § 1.13, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1628.)

PRIOR PROVISIONS

A prior section 1.13 of Pub. L. 92–181 was classified to
section 2031 of this title prior to the general amend-
ment of this subchapter by Pub. L. 100–233, § 401.

§ 2022. Liens on stock

The Farm Credit Banks shall have a first lien
on the stock or participation certificates it is-
sues for the payment of any liability of the
stockholders to the bank.

(Pub. L. 92–181, title I, § 1.14, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1629.)

PRIOR PROVISIONS

A prior section 1.14 of Pub. L. 92–181 was classified to
section 2032 of this title prior to the general amend-
ment of this subchapter by Pub. L. 100–233, § 401.

§ 2023. Taxation

The Farm Credit Banks and the capital, re-
serves, and surplus thereof, and the income de-
rived therefrom, shall be exempt from Federal,
State, municipal, and local taxation, except
taxes on real estate held by a Farm Credit Bank
to the same extent, according to its value, as
other similar property held by other persons is
taxed. The mortgages held by the Farm Credit
Banks and the notes, bonds, debentures, and
other obligations issued by the banks shall be
considered and held to be instrumentalities of
the United States and, as such, they and the in-
come therefrom shall be exempt from all Fed-
eral, State, municipal, and local taxation, other
than Federal income tax liability of the holder
thereof under the Public Debt Act of 1941 (31
U.S.C. 3124).

(Pub. L. 92–181, title I, § 1.15, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1629;
amended Pub. L. 100–399, title IV, § 401(l), Aug.
17, 1988, 102 Stat. 997.)

PRIOR PROVISIONS

A prior section 1.15 of Pub. L. 92–181 was classified to
section 2033 of this title prior to the general amend-
ment of this subchapter by Pub. L. 100–233, § 401.
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A prior section 2031, Pub. L. 92–181, title I, § 1.13, Dec.
10, 1971, 85 Stat. 587; Pub. L. 99–205, title II, § 205(d)(4),
Dec. 23, 1985, 99 Stat. 1703; Pub. L. 100–233, title VIII,
§ 802(e), Jan. 6, 1988, 101 Stat. 1710, related to organiza-
tions, articles, and charters of Federal land bank asso-
ciations, and powers of Farm Credit Administration,
prior to the general amendment of this subchapter by
Pub. L. 100–233, § 401. See section 2011 of this title.

A prior section 2032, Pub. L. 92–181, title I, § 1.14, Dec.
10, 1971, 85 Stat. 587, related to board of directors, prior
to the general amendment of this subchapter by Pub.
L. 100–233, § 401. See section 2012 of this title.

A prior section 2033, Pub. L. 92–181, title I, § 1.15, Dec.
10, 1971, 85 Stat. 587; Pub. L. 96–592, title I, § 110, Dec. 24,
1980, 94 Stat. 3439; Pub. L. 99–205, title II, § 205(d)(5), Dec.
23, 1985, 99 Stat. 1704; Pub. L. 100–233, title VII, § 705(b),
title VIII, § 805(b), Jan. 6, 1988, 101 Stat. 1707, 1715; Pub.
L. 100–399, title VI, § 604, title VII, § 702(a), Aug. 17, 1988,
102 Stat. 1006, related to general corporate powers,
prior to the general amendment of this subchapter by
Pub. L. 100–233, § 401. See section 2013 of this title.

A prior section 2034, Pub. L. 92–181, title I, § 1.16, Dec.
10, 1971, 85 Stat. 589; Pub. L. 96–592, title I, § 111, Dec. 24,
1980, 94 Stat. 3439; Pub. L. 99–205, title III, § 304(a), Dec.
23, 1985, 99 Stat. 1708, related to association stock, value
of shares, voting, and purchase, prior to the general
amendment of this subchapter by Pub. L. 100–233, § 401.

A prior section 2051, Pub. L. 92–181, title I, § 1.17, Dec.
10, 1971, 85 Stat. 589; Pub. L. 96–592, title I, § 112, Dec. 24,
1980, 94 Stat. 3439; Pub. L. 99–205, title II, § 205(d)(6), title
VI, § 602, Dec. 23, 1985, 99 Stat. 1704, 1711; Pub. L. 100–233,
title VIII, § 802(f), Jan. 6, 1988, 101 Stat. 1711, related to
land bank reserves, dividends, and patronage refunds,
prior to the general amendment of this subchapter by
Pub. L. 100–233, § 401.

A prior section 2052, Pub. L. 92–181, title I, § 1.18, Dec.
10, 1971, 85 Stat. 589; Pub. L. 96–592, title I, § 113, Dec. 24,
1980, 94 Stat. 3439; Pub. L. 99–205, title VI, § 603, Dec. 23,
1985, 99 Stat. 1711; Pub. L. 100–233, title VIII, § 802(g),
Jan. 6, 1988, 101 Stat. 1711, related to association re-
serves, dividends, and patronage refunds, prior to the
general amendment of this subchapter by Pub. L.
100–233, § 401.

A prior section 2053, Pub. L. 92–181, title I, § 1.19, Dec.
10, 1971, 85 Stat. 590; Pub. L. 96–592, title I, § 114, Dec. 24,
1980, 94 Stat. 3439, related to agreements for sharing
gains or losses, prior to the general amendment of this
subchapter by Pub. L. 100–233, § 401.

A prior section 2054, Pub. L. 92–181, title I, § 1.20, Dec.
10, 1971, 85 Stat. 590; Pub. L. 96–592, title I, § 115, Dec. 24,
1980, 94 Stat. 3439; Pub. L. 99–205, title II, § 205(d)(7), Dec.
23, 1985, 99 Stat. 1704; Pub. L. 100–233, title VIII, § 805(c),
Jan. 6, 1988, 101 Stat. 1715, related to liens on stock and
participation certificates, prior to the general amend-
ment of this subchapter by Pub. L. 100–233, § 401.

A prior section 2055, Pub. L. 92–181, title I, § 1.21, Dec.
10, 1971, 85 Stat. 590; Pub. L. 100–399, title IX, § 901(a),
Aug. 17, 1988, 102 Stat. 1007, related to tax exempt
status, prior to the general amendment of this sub-
chapter by Pub. L. 100–233, § 401. See section 2023 of this
title.

AMENDMENTS

1988—Pub. L. 100–399 inserted a comma after ‘‘there-
from’’ and substituted ‘‘3124’’ for ‘‘742(a)’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2214 of this title.

SUBCHAPTER II—FARM CREDIT
ASSOCIATIONS

CODIFICATION

Title II of the Farm Credit Act of 1971, comprising
this subchapter, was originally enacted by Pub. L.
92–181, title II, Dec. 10, 1971, 85 Stat. 590, and amended
by Pub. L. 95–443, Oct. 10, 1978, 92 Stat. 1066; Pub. L.
96–592, Dec. 24, 1980, 94 Stat. 3437; Pub. L. 99–205, Dec. 23,
1985, 99 Stat. 1678; Pub. L. 99–509, Oct. 21, 1986, 100 Stat.
1874; Pub. L. 100–233, Jan. 6, 1988, 101 Stat. 1568. Such
title is shown herein, however, as having been added by
Pub. L. 100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1622,
without reference to such intervening amendments be-
cause of the extensive revision of the title’s provisions
by Pub. L. 100–233.

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 2015, 2019,
2202a, 2206a, 2214a, 2218, 2252 of this title.

PART A—PRODUCTION CREDIT ASSOCIATIONS

AMENDMENTS

1988—Pub. L. 100–233, title IV, § 401, Jan. 6, 1988, 101
Stat. 1629, substituted ‘‘Farm Credit Associations’’ for
‘‘Federal Intermediate Credit Banks and Production
Credit Associations’’ as subchapter heading, and sub-
stituted ‘‘Production Credit Associations’’ for ‘‘Federal
Intermediate Credit Banks’’ as heading for part A.

§ 2071. Organization and charters

(a) Charter
Each production credit association shall con-

tinue as a Federally chartered instrumentality
of the United States.
(b) Organization

(1) In general
Production credit associations may be orga-

nized by 10 or more farmers or ranchers or pro-
ducers or harvesters of aquatic products desir-
ing to borrow money under the provisions of
this part.
(2) Articles of association

The proposed articles of association shall be
forwarded to the Farm Credit Bank for the
district accompanied by an agreement to sub-
scribe on behalf of the association for stock in
the bank in such amounts as may be required
by the bank.
(3) Contents of articles

The articles shall specify in general terms
the—

(A) objects for which the association is
formed;

(B) powers to be exercised by the associa-
tion in carrying out the functions authorized
by this part; and

(C) territory the association proposes to
serve.

(4) Signatures
The articles shall be signed by persons desir-

ing to form such an association and shall be
accompanied by a statement signed by each
such person establishing eligibility to borrow
from the association in which such person will
become a stockholder.
(5) Copy to FCA

A copy of the articles of association shall be
forwarded to the Farm Credit Administration
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with the recommendations of the bank con-
cerning the need for such an association in
order to adequately serve the credit needs of
eligible persons in the proposed territory and
whether that territory includes any area de-
scribed in the charter of another production
credit association.
(6) Denial of charter

The Farm Credit Administration for good
cause shown may deny the charter.
(7) Approval of articles

On approval of the proposed articles by the
Farm Credit Administration, and on the issu-
ance of a charter, the association shall become
as of such date a federally chartered body cor-
porate and an instrumentality of the United
States.
(8) Powers of FCA

The Farm Credit Administration shall have
the power, under rules and regulations pre-
scribed by the Farm Credit Administration or
by prescribing in the terms of the charter, to—

(A) provide for the organization of the as-
sociation;

(B) provide for the initial amount of stock
of the association;

(C) provide for the territory within which
the association’s operations may be carried
on; and

(D) approve amendments to the charter of
the association.

(Pub. L. 92–181, title II, § 2.0, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1629;
amended Pub. L. 100–399, title IV, § 401(m), Aug.
17, 1988, 102 Stat. 997; Pub. L. 102–237, title V,
§ 502(b), Dec. 13, 1991, 105 Stat. 1868.)

PRIOR PROVISIONS

A prior section 2071, Pub. L. 92–181, title II, § 2.0, Dec.
10, 1971, 85 Stat. 590; Pub. L. 100–233, title VIII, § 802(h),
Jan. 6, 1988, 101 Stat. 1711, related to establishment and
branches of Federal intermediate credit banks, prior to
the general amendment of this subchapter by Pub. L.
100–233, § 401.

AMENDMENTS

1991—Subsec. (b)(8). Pub. L. 102–237 substituted ‘‘char-
ter, to’’ for ‘‘charter to’’ in introductory provisions.

1988—Subsec. (b)(1). Pub. L. 100–399, § 401(m)(1), sub-
stituted ‘‘this part’’ for ‘‘this subchapter’’.

Subsec. (b)(3)(B). Pub. L. 100–399, § 401(m)(2), (3),
struck out ‘‘the’’ before ‘‘powers’’ and substituted ‘‘this
subtitle’’ for ‘‘this part’’, both of which for purposes of
codification were translated as ‘‘this part’’, requiring
no change in text.

Subsec. (b)(3)(C). Pub. L. 100–399, § 401(m)(3), struck
out ‘‘the’’ before ‘‘territory’’.

Subsec. (b)(8). Pub. L. 100–399, § 401(m)(4), struck out
in introductory provision ‘‘or by approval of bylaws of
the association’’ after ‘‘the charter’’ and amended sub-
par. (D) generally. Prior to amendment, subpar. (D)
read as follows: ‘‘direct at any time such changes in the
charter as the Farm Credit Administration finds nec-
essary for the accomplishment of the purposes of this
chapter’’.

EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by Pub. L. 102–237 effective as if included
in the provision of the Food, Agriculture, Conservation,
and Trade Act of 1990, Pub. L. 101–624, to which the
amendment relates, see section 1101(b)(4) of Pub. L.
102–237, set out as a note under section 1421 of Title 7,
Agriculture.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

EFFECTIVE DATE

Section 401 of Pub. L. 100–233 provided in part that
this subchapter is effective 6 months after Jan. 6, 1988.

MERGER OF PRODUCTION CREDIT ASSOCIATIONS AND
FEDERAL LAND BANK ASSOCIATIONS

Section 411 of Pub. L. 100–233, as amended by Pub. L.
100–399, title IV, § 403, Aug. 17, 1988, 102 Stat. 999, pro-
vided that:

‘‘(a) SUBMISSION OF PROPOSAL.—Not later than 6
months after the date of the merger of the Federal land
bank and the Federal intermediate credit bank in a dis-
trict, the Boards of Directors of each Federal land bank
association and each production credit association in
such district, that share substantially the same geo-
graphical territory with each other, shall submit to the
voting stockholders of each such association for their
approval, a plan, approved by the supervising bank and
the Farm Credit Administration, for merging such as-
sociations.

‘‘(b) PREREQUISITES TO MERGER.—
‘‘(1) STOCKHOLDER VOTE.—The stockholder vote re-

quired for approval of a merger under subsection (a)
shall be a majority of the voting stockholders of each
association voting, in person or by written proxy, at
a duly authorized stockholders meeting.

‘‘(2) SUBMISSION TO FCA.—Not later than 60 days
prior to the end of the 12-month period beginning on
the date of the enactment of this section [Jan. 6,
1988], the plan of merger under subsection (a), to-
gether with all information to be presented to the
stockholders, shall be submitted to the Farm Credit
Administration.

‘‘(3) EXPEDITED CONSIDERATION BY FCA.—The Farm
Credit Administration shall expedite its consider-
ation of the plan and accompanying information sub-
mitted under paragraph (2) so that review and ap-
proval of such plan and information shall be com-
pleted by the Administration so as to enable a stock-
holder vote to occur within the 12-month period re-
ferred to in paragraph (2).
‘‘(c) DIRECT LENDERS.—On approval of a merger under

this subsection, the resulting association shall be a di-
rect lender in the same manner as applies to production
credit associations.’’

REASSIGNMENT OF ASSOCIATIONS TO ADJOINING
DISTRICTS

Section 433 of Pub. L. 100–233, as amended by Pub. L.
100–399, title IV, § 417, Aug. 17, 1988, 102 Stat. 1004, pro-
vided that:

‘‘(a) PETITION OF BANK.—Notwithstanding any other
provision of law, effective for the 12-month period be-
ginning on the date of enactment of this Act [Jan. 6,
1988], each Federal land bank association or production
credit association, whose chartered territory adjoins
the territory of another district, may petition the
Farm Credit Administration to amend the charters of
the association and the adjoining district bank to pro-
vide that the territory of the association is part of the
adjoining district.

‘‘(b) REQUIREMENTS OF PETITION.—To be considered
under this section, the petition must be signed by not
less than 15 percent of the stockholders of the associa-
tion. Only one such petition may be filed by an associa-
tion under this section.

‘‘(c) FCA ACTION.—The Farm Credit Administration
shall take any action necessary—

‘‘(1) to amend the charters of the association and
the district bank; and

‘‘(2) to incorporate the petitioning association into
the adjoining district if the reassignment is approved
by—



Page 1227 TITLE 12—BANKS AND BANKING § 2073

‘‘(A) a majority of the stockholders of the asso-
ciation voting, in person or by proxy, at a duly au-
thorized stockholders’ meeting held for such pur-
pose;

‘‘(B) the board of directors of the adjoining dis-
trict bank;

‘‘(C) the Farm Credit System Assistance Board;
and

‘‘(D) the Farm Credit Administration Board.’’

§ 2072. Board of directors

Each production credit association shall elect
from the voting members of such association, a
board of directors of such number, for such
terms, with such qualifications, and in such
manner as may be required by the bylaws of the
association, except that at least one member
shall be elected by the other directors, which
member shall not be a director, officer, em-
ployee, stockholder, or agent of a System insti-
tution.

(Pub. L. 92–181, title II, § 2.1, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1630;
amended Pub. L. 100–399, title IV, § 401(n), Aug.
17, 1988, 102 Stat. 997; Pub. L. 102–237, title V,
§ 502(c), Dec. 13, 1991, 105 Stat. 1868.)

PRIOR PROVISIONS

A prior section 2072, Pub. L. 92–181, title II, § 2.1, Dec.
10, 1971, 85 Stat. 591; Pub. L. 96–592, title II, § 201, Dec.
24, 1980, 94 Stat. 3439; Pub. L. 99–205, title II, § 205(e)(1),
Dec. 23, 1985, 99 Stat. 1704; Pub. L. 100–233, title VII,
§ 705(c), title VIII, §§ 802(i), 805(d), Jan. 6, 1988, 101 Stat.
1707, 1711, 1715; Pub. L. 100–399, title VI, § 604, title IX,
§ 901(b), Aug. 17, 1988, 102 Stat. 1006, 1007, related to cor-
porate existence and general corporate powers, prior to
the general amendment of this subchapter by Pub. L.
100–233, § 401.

AMENDMENTS

1991—Pub. L. 102–237 substituted ‘‘stockholder, or
agent’’ for ‘‘or stockholder’’.

1988—Pub. L. 100–399 struck out the comma after ‘‘ex-
cept that’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

§ 2073. General corporate powers

Each production credit association shall be a
body corporate and, subject to supervision by
the Farm Credit Bank for the district and regu-
lation by the Farm Credit Administration, shall
have the power to—

(1) have succession until terminated in ac-
cordance with this chapter or any other Act of
Congress;

(2) adopt and use a corporate seal;
(3) make contracts;
(4) sue and be sued;
(5) acquire, hold, dispose, and otherwise ex-

ercise all of the usual incidents of ownership
of real and personal property necessary or con-
venient to the business of the association;

(6) operate under the direction of the board
of directors of the association in accordance
with the provisions of this chapter;

(7) subscribe to stock of the bank;
(8) purchase stock of the bank held by other

production credit associations and stock of
other production credit associations;

(9) contribute to the capital of the bank or
other production credit associations;

(10) invest funds of the association as may be
approved by the Farm Credit Bank under regu-
lations of the Farm Credit Administration and
deposit the current funds and securities of
such with the Farm Credit Bank, a member
bank of the Federal Reserve System, or any
bank insured under the Federal Deposit Insur-
ance Corporation, and may pay fees therefor
and receive interest thereon as may be agreed;

(11) buy and sell obligations of or insured by
the United States or of any agency thereof or
of any banks of the Farm Credit System and
buy from and sell to such banks, interests in
loans and in other financial assistance ex-
tended and nonvoting stock, as may be author-
ized by the Farm Credit Bank in accordance
with regulations of the Farm Credit Adminis-
tration;

(12) borrow money from the Farm Credit
Bank, and with the approval of such bank, bor-
row from and issue notes or other obligations
to any commercial bank or other financial in-
stitution;

(13) make and participate in loans, accept
advance payments, and provide services and
other assistance as authorized in this part and
charge fees therefor, and when authorized by
the bank participate with one or more other
Farm Credit System institutions in loans
made under this subchapter or other sub-
chapters of this chapter on the basis pre-
scribed in section 2206 of this title;

(14) endorse and become liable on loans dis-
counted or pledged to the Farm Credit Bank;

(15) as may be authorized by the Farm Credit
Bank in accordance with regulations of the
Farm Credit Administration, agree with other
Farm Credit System institutions to share loan
or other losses, whether to protect against
capital impairment or for any other purpose;

(16) prescribe, by its board of directors, its
bylaws that shall be consistent with law, and
that shall provide for—

(A) the classes of its stock and the manner
in which such stock shall be issued, trans-
ferred, and retired; and

(B) the manner in which it is to—
(i) select officers and employees;
(ii) acquire, hold, and transfer property;
(iii) conduct general business; and
(iv) exercise and enjoy the privileges

granted to it by law;

(17) provide by its board of directors for a
manager or other chief executive officer, and
provide for such other officers or employees as
may be necessary, including joint employees
as provided in this chapter, define their duties,
and require surety bonds or make other provi-
sions against losses occasioned by employees,
but no director shall, within one year after the
date when such director ceases to be a member
of the board, serve as a salaried employee of
the association on the board of which he
served;

(18) elect by the board of directors of the as-
sociation a loan committee with power to ap-
prove applications for membership in the asso-
ciation and loans or participations or, with
the approval of the bank, delegate the ap-
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proval of applications for membership and
loans or participations within specified limits
to other committees or to authorized officers
and employees of the association;

(19) perform any functions delegated to the
association by the bank;

(20) exercise by the board of directors or au-
thorized officers or employees of the associa-
tion, all such incidental powers as may be nec-
essary or expedient to carry on the business of
the association; and

(21) operate as an originator and become cer-
tified as a certified facility under subchapter
VIII of this chapter.

(Pub. L. 92–181, title II, § 2.2, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1630;
amended Pub. L. 100–399, title IV, § 401(o), Aug.
17, 1988, 102 Stat. 997.)

PRIOR PROVISIONS

A prior section 2073, Pub. L. 92–181, title II, § 2.2, Dec.
10, 1971, 85 Stat. 592; Pub. L. 96–592, title II, § 202, Dec.
24, 1980, 94 Stat. 3440; Pub. L. 99–205, title II,
§ 205(e)(2)–(5), title VI, § 604, Dec. 23, 1985, 99 Stat. 1704,
1711; Pub. L. 100–233, title VIII, §§ 802(j), 805(e), Jan. 6,
1988, 101 Stat. 1711, 1715, related to Federal intermedi-
ate credit bank stock, prior to the general amendment
of this subchapter by Pub. L. 100–233, § 401.

AMENDMENTS

1988—Par. (16). Pub. L. 100–399, § 401(o)(1), amended
par. (16) generally. Prior to amendment, par. (16) read
as follows: ‘‘prescribe by the board of directors of the
association the bylaws not inconsistent with law pro-
viding for—

‘‘(A) the classes of association stock and the man-
ner in which the stock shall be issued, transferred,
and retired;

‘‘(B) the officers and employees elected or provided
for;

‘‘(C) the property acquired, held, and transferred by
the association; and

‘‘(D) the general business conducted, and the privi-
leges granted to the association by law exercised and
enjoyed;’’.
Par. (17). Pub. L. 100–399, § 401(o)(2), substituted ‘‘pro-

vide by its board of directors for’’ for ‘‘elect by the
board of directors of the association’’ and ‘‘serve as’’
for ‘‘be elected or designated’’.

Par. (21). Pub. L. 100–399, § 401(o)(3)–(5), added par. (21).

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

§ 2074. Production credit association capitaliza-
tion

(a) In general
In accordance with section 2154a of this title,

each production credit association shall provide,
through its bylaws and subject to Farm Credit
Administration regulations, for its capitaliza-
tion and the manner in which its stock shall be
issued, held, transferred, and retired and, except
as provided in subsection (b) of this section, its
earnings distributed.
(b) Application of earnings

At the end of each fiscal year, each production
credit association shall apply the amount of the
earnings of the association for the fiscal year in

excess of the operating expenses of the associa-
tion (including provision for valuation reserves
against loan assets in accordance with generally
accepted accounting principles)—

(1) first, to the restoration of the impair-
ment (if any) of capital; and

(2) second, to the establishment and mainte-
nance of the surplus accounts, the minimum
aggregate amount of which shall be prescribed
by the Farm Credit Bank.

(c) Patronage
When the bylaws of an association so provide

and subject to the general directions of the
Farm Credit Administration, available net earn-
ings at the end of any fiscal year may be distrib-
uted on a patronage basis in stock, participation
certificates, or in cash. Any part of the earnings
of the fiscal year in excess of the operating ex-
penses for such year held in the surplus account
may be allocated to patrons on a patronage
basis.

(Pub. L. 92–181, title II, § 2.3, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1632;
amended Pub. L. 102–552, title V, § 501, Oct. 28,
1992, 106 Stat. 4129.)

PRIOR PROVISIONS

A prior section 2074, Pub. L. 92–181, title II, § 2.3, Dec.
10, 1971, 85 Stat. 593; Pub. L. 96–592, title II, § 203, Dec.
24, 1980, 94 Stat. 3440; Pub. L. 99–205, title II, § 205(e)(6),
Dec. 23, 1985, 99 Stat. 1704, related to loans, discounts,
participation, and leasing, prior to the general amend-
ment of this subchapter by Pub. L. 100–233, § 401.

AMENDMENTS

1992—Subsec. (b). Pub. L. 102–552 amended subsec. (b)
generally. Prior to amendment, subsec. (b) read as fol-
lows: ‘‘Each production credit association at the end of
each fiscal year shall apply the amount of the earnings
of the association for such year in excess of the operat-
ing expenses of the association (including provision for
valuation reserves against loan assets in an amount
equal to one-half of 1 percent of the loans outstanding
at the end of the fiscal year to the extent that such
earnings in such year in excess of other operating ex-
penses permit, or in such greater amounts as are
deemed necessary under generally accepted accounting
principles, until such reserves equal or exceed 31⁄2 per-
cent of the loans outstanding at the end of the fiscal
year, beyond which 31⁄2 percent further additions to
such reserves may be made, if deemed necessary under
generally accepted accounting principles) first to the
restoration of the impairment, if any, of capital, and
second, to the establishment and maintenance of the
surplus accounts, the minimum aggregate amount of
which shall be prescribed by the Farm Credit Bank.’’

§ 2075. Short- and intermediate-term loans; par-
ticipation; other financial assistance; terms;
conditions; interest; security

(a) Short- and intermediate-term loans
Each production credit association, under

standards prescribed by the board of directors of
the Farm Credit Bank of the district, may
make, guarantee, or participate with other lend-
ers in short- and intermediate-term loans and
other similar financial assistance to—

(1) bona fide farmers and ranchers and the
producers or harvesters of aquatic products,
for agricultural or aquatic purposes and other
requirements of such borrowers, including fi-
nancing for basic processing and marketing di-
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rectly related to the operations of the bor-
rower and those of other eligible farmers,
ranchers, and producers or harvesters of
aquatic products, except that the operations
of the borrower shall supply some portion of
the total processing or marketing for which fi-
nancing is extended, except that the aggregate
of the financing provided by any association
for basic processing and marketing directly re-
lated to the operations of farmers, ranchers,
and producers or harvesters of aquatic prod-
ucts, if the operations of the applicant supply
less than 20 percent of the total processing or
marketing for which financing is extended,
shall not exceed 15 percent of the total of all
outstanding loans of all associations in the
district at the end of its preceding fiscal year;

(2) rural residents for housing financing in
rural areas, under regulations of the Farm
Credit Administration; and

(3) persons furnishing to farmers and ranch-
ers farm-related services directly related to
their on-farm operating needs.

(b) Rural housing
(1) In general

Rural housing financed under this part shall
be for single-family, moderate-priced dwell-
ings and the appurtenances of such not incon-
sistent with the general quality and standards
of housing existing in, or planned or rec-
ommended for, the rural area where it is lo-
cated.

(2) Limitation
The aggregate of such housing loans in an

association to persons other than farmers or
ranchers shall not exceed 15 percent of the
outstanding loans at the end of its preceding
fiscal year except on prior approval by the
Farm Credit Bank of the district. The aggre-
gate of such housing loans in any farm credit
district shall not exceed 15 percent of the out-
standing loans of all associations in the dis-
trict at the end of the preceding fiscal year.

(3) Rural areas
For rural housing purposes under this sec-

tion the term ‘‘rural areas’’ shall not be de-
fined to include any city or village having a
population in excess of 2,500 inhabitants.

(4) Equipment
Each association may own and lease, or

lease with option to purchase, to stockholders
of the association equipment needed in the op-
erations of the stockholder.

(c) Interest rates and charges
(1) In general

Loans authorized in subsection (a) of this
section shall bear such rate or rates of interest
as are determined under standards prescribed
by the board of the bank subject to the provi-
sions of section 2205 of this title, and shall be
made upon such terms, conditions, and upon
such security, if any, as shall be authorized in
such standards.

(2) Setting of rates
In setting rates and charges, it shall be the

objective to provide the types of credit needed

by eligible borrowers, at the lowest reasonable
cost on a sound business basis, taking into ac-
count the cost of money to the association,
necessary reserves and expenses of the associa-
tion, and services provided to borrowers and
members.
(3) Varying rates

The loan documents may provide for the in-
terest rate or rates to vary from time to time
during the repayment period of the loan in ac-
cordance with the rate or rates currently
being charged by the association.
(4) Prior approval

Such standards may require prior approval
of the bank on certain classes of loans, and
may authorize a continuing commitment to a
borrower of a line of credit.

(d) Special district rule
(1) Provision of credit and technical assistance

outside service territory
Notwithstanding any territorial limitation

in the charter of a production credit associa-
tion located in a district in which there are
only two such associations, the Farm Credit
Administration Board, on request of such asso-
ciation, may permit such association to pro-
vide credit and technical assistance to any
borrower who is denied credit by the other
production credit association in the district if
the Board determines that such other produc-
tion credit association in the district is un-
duly restrictive in the application of credit
standards.
(2) Timing of determination

If the Farm Credit Administration Board ap-
proves the extension of credit and technical
assistance under paragraph (1), the association
shall approve or deny the application for cred-
it within 90 days after receipt of the applica-
tion from the borrower.

(Pub. L. 92–181, title II, § 2.4, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1632;
amended Pub. L. 100–399, title IV, § 401(p), (q),
Aug. 17, 1988, 102 Stat. 997; Pub. L. 101–624, title
XVIII, § 1832(b), Nov. 28, 1990, 104 Stat. 3832.)

PRIOR PROVISIONS

A prior section 2075, Pub. L. 92–181, title II, § 2.4, Dec.
10, 1971, 85 Stat. 594; Pub. L. 95–443, Oct. 10, 1978, 92 Stat.
1066; Pub. L. 96–592, title II, § 204, Dec. 24, 1980, 94 Stat.
3441; Pub. L. 99–509, title I, § 1033(b), Oct. 21, 1986, 100
Stat. 1877, related to terms, prior to the general amend-
ment of this subchapter by Pub. L. 100–233, § 401.

AMENDMENTS

1990—Subsec. (a)(1). Pub. L. 101–624 substituted ‘‘some
portion of the total processing or marketing for which
financing is extended, except that the aggregate of the
financing provided by any association for basic process-
ing and marketing directly related to the operations of
farmers, ranchers, and producers or harvesters of
aquatic products, if the operations of the applicant sup-
ply less than 20 percent of the total processing or mar-
keting for which financing is extended, shall not exceed
15 percent of the total of all outstanding loans of all as-
sociations in the district at the end of its preceding fis-
cal year’’ for ‘‘at least 20 percent, or such larger per-
cent as is required by the supervising bank under regu-
lations of the Farm Credit Administration, of the total
processing or marketing for which financing is ex-
tended’’.
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1988—Subsec. (b)(1). Pub. L. 100–399, § 401(p), sub-
stituted ‘‘this part’’ for ‘‘this subchapter’’ and sub-
stituted ‘‘or planned’’ for ‘‘planned’’.

Subsec. (d). Pub. L. 100–399, § 401(q), added subsec. (d).

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2206a of this
title.

§ 2076. Other services

Each production credit association may pro-
vide technical assistance to borrowers, appli-
cants, and members and may make available to
them at their option such financial related serv-
ices appropriate to their on-farm and aquatic
operations as is determined feasible by the
board of directors of each Farm Credit Bank,
under regulations prescribed by the Farm Credit
Administration.

(Pub. L. 92–181, title II, § 2.5, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1633.)

PRIOR PROVISIONS

A prior section 2076, Pub. L. 92–181, title II, § 2.5, Dec.
10, 1971, 85 Stat. 595; Pub. L. 96–592, title II, § 205, Dec.
24, 1980, 94 Stat. 3442; Pub. L. 100–233, title III, § 305, Jan.
6, 1988, 101 Stat. 1621, related to services related to bor-
rowers’ operations, prior to the general amendment of
this subchapter by Pub. L. 100–233, § 401.

§ 2076a. Liens on stock

Except with regard to stock or participation
certificates held by other Farm Credit System
institutions, each production credit association
shall have a first lien on stock and participation
certificates the association issues, on allocated
surplus, and on investments in equity reserve,
for any indebtedness of the holder of the capital
investments and, in the case of equity reserves,
for charges for association losses in excess of re-
serves and surpluses.

(Pub. L. 92–181, title II, § 2.6, as added Pub. L.
101–624, title XVIII, § 1833(2), Nov. 28, 1990, 104
Stat. 3832.)

PRIOR PROVISIONS

A prior section 2.6 of Pub. L. 92–181 was renumbered
section 2.7 and is classified to section 2077 of this title.

EFFECTIVE DATE

Section effective Jan. 7, 1988, see section 1861(d) of
Pub. L. 101–624, set out as an Effective Date of 1990
Amendment note under section 2001 of Title 7, Agri-
culture.

§ 2077. Taxation

Each production credit association and its ob-
ligations are instrumentalities of the United
States and as such any and all notes, deben-
tures, and other obligations issued by such asso-
ciations shall be exempt, both as to principal
and interest, from all taxation (except surtaxes,
estate, inheritance, and gift taxes) now or here-
after imposed by the United States or any State,
territorial, or local taxing authority, except

that interest on such obligations shall be sub-
ject to Federal income taxation in the hands of
the holder.

(Pub. L. 92–181, title II, § 2.7, formerly § 2.6, as
added Pub. L. 100–233, title IV, § 401, Jan. 6, 1988,
101 Stat. 1633; amended Pub. L. 100–399, title IV,
§ 401(r), Aug. 17, 1988, 102 Stat. 998; renumbered
§ 2.7, Pub. L. 101–624, title XVIII, § 1833(1), Nov.
28, 1990, 104 Stat. 3832.)

PRIOR PROVISIONS

A prior section 2077, Pub. L. 92–181, title II, § 2.6, Dec.
10, 1971, 85 Stat. 595; Pub. L. 96–592, title II, § 206, Dec.
24, 1980, 94 Stat. 3442; Pub. L. 99–205, title II, § 205(e)(7),
(8), Dec. 23, 1985, 99 Stat. 1704; Pub. L. 100–233, title VIII,
§§ 802(k), 805(f), Jan. 6, 1988, 101 Stat. 1711, 1715, related
to net earnings, prior to the general amendment of this
subchapter by Pub. L. 100–233, § 401.

A prior section 2078, Pub. L. 92–181, title II, § 2.7, Dec.
10, 1971, 85 Stat. 597; Pub. L. 99–205, title II, § 205(e)(9),
Dec. 23, 1985, 99 Stat. 1704, related to distribution of as-
sets on liquidation, prior to the general amendment of
this subchapter by Pub. L. 100–233, § 401.

A prior section 2079, Pub. L. 92–181, title II, § 2.8, Dec.
10, 1971, 85 Stat. 597; Pub. L. 100–399, title IX, § 901(a),
Aug. 17, 1988, 102 Stat. 1007, related to taxation, prior to
the general amendment of this subchapter by Pub. L.
100–233, § 401.

AMENDMENTS

1988—Pub. L. 100–399 substituted ‘‘interest,’’ for ‘‘in-
terest’’ and inserted ‘‘, except that interest on such ob-
ligations shall be subject to Federal income taxation in
the hands of the holder’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2214 of this title.

PART B—FEDERAL LAND BANK ASSOCIATIONS

AMENDMENTS

1988—Pub. L. 100–233, title IV, § 401, Jan. 6, 1988, 101
Stat. 1634, substituted ‘‘Federal Land Bank Associa-
tions’’ for ‘‘Production Credit Associations’’ as heading
for part B.

§ 2091. Organizations; articles; charters; powers
of the Farm Credit Administration

(a) Charter
Each Federal land bank association shall con-

tinue as a federally chartered instrumentality of
the United States.
(b) Organization

(1) In general
A Federal land bank association may be or-

ganized by any group of 10 or more persons de-
siring to borrow money from a Farm Credit
Bank under section 2015(a) of this title, includ-
ing persons to whom the Farm Credit Bank
has made a loan directly or through an agent
and has taken as security real estate located
in the territory proposed to be served by the
association.
(2) Articles of association

(A) Description of territory
The articles of association shall describe

the territory within which the association
proposes to carry on its operations.
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(B) Submission to FCB
Proposed articles shall be forwarded to the

Farm Credit Bank for the district, accom-
panied by an agreement to subscribe on be-
half of the association for stock in accord-
ance with the bylaws of the Farm Credit
Bank.
(C) Stock purchase

Association stock may be paid for by sur-
rendering for cancellation stock in the bank
held by a borrower and the issuance of an
equivalent amount of stock to such borrower
in the association.
(D) Statement

The articles shall be accompanied by a
statement signed by each of the members of
the proposed association establishing—

(i) the individual’s eligibility and re-
quest for a Farm Credit Bank loan;

(ii) that the real estate with respect to
which the individual desires the loan for is
not being served by another Federal land
bank association; and

(iii) that the individual is or will become
a stockholder in the proposed association.

(E) Submission to FCA
A copy of the articles of association shall

be forwarded to the Farm Credit Adminis-
tration with the recommendations of the
bank concerning the need for the proposed
association in order to adequately serve the
credit needs of eligible persons in the pro-
posed territory and a statement as to wheth-
er or not the territory includes any territory
described in the charter of another Federal
land bank association.

(3) Denials of charters
The Farm Credit Administration for good

cause shown may deny the charter applied for.
(4) Approval of articles

On the approval of the proposed articles by
the Farm Credit Administration and the issu-
ance of such charter, the association shall be-
come as of such date a federally chartered
body corporate and an instrumentality of the
United States.

(c) FCA authority on organization
The Farm Credit Administration shall have

power, in the terms of the charter, under rules
and regulations prescribed by the Farm Credit
Administration—

(1) to provide for the organization of the as-
sociation;

(2) to provide for the initial amount of stock
of the association;

(3) to provide for the territory within which
the association may carry on its operations;
and

(4) to approve amendments to the charter of
such association.

(Pub. L. 92–181, title II, § 2.10, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1634;
amended Pub. L. 100–399, title IV, § 401(s), (t),
Aug. 17, 1988, 102 Stat. 998.)

PRIOR PROVISIONS

A prior section 2091, Pub. L. 92–181, title II, § 2.10, Dec.
10, 1971, 85 Stat. 597; Pub. L. 96–592, title II, § 207, Dec.

24, 1980, 94 Stat. 3442; Pub. L. 99–205, title II, § 205(e)(10),
Dec. 23, 1985, 99 Stat. 1704; Pub. L. 100–233, title VIII,
§§ 802(l), 805(g), Jan. 6, 1988, 101 Stat. 1711, 1715, related
to organization and charters of production credit asso-
ciations, prior to the general amendment of this sub-
chapter by Pub. L. 100–233, § 401.

AMENDMENTS

1988—Subsec. (b)(1). Pub. L. 100–399, § 401(s)(1), in-
serted ‘‘under section 2015(a) of this title’’ after ‘‘a
Farm Credit Bank’’.

Subsec. (b)(2)(D)(i). Pub. L. 100–399, § 401(s)(2), amend-
ed cl. (i) generally. Prior to amendment, cl. (i) read as
follows: ‘‘the individual’s eligibility for, and request or
need of the individual of a Farm Credit Bank loan;’’.

Subsec. (c). Pub. L. 100–399, § 401(t), amended subsec.
(c) generally. Prior to amendment, subsec. (c) read as
follows: ‘‘The Farm Credit Administration shall have
power, in the terms of the charter, under rules and reg-
ulations prescribed by the Farm Credit Administration
or by approving the bylaws of the association, to pro-
vide for the—

‘‘(1) organization of the association;
‘‘(2) the initial amount of stock of such association;
‘‘(3) the territory within which the operations of

the association may be carried on; and
‘‘(4) to direct at any time changes in the charter of

such association as the Farm Credit Administration
finds necessary in accomplishing the purposes of this
chapter.’’

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

§ 2092. Board of directors

Each Federal land bank association shall elect
from its voting shareholders a board of directors
of such number, for such terms, in such manner,
and with such qualifications as may be required
by its bylaws except that, at least one member
shall be elected by the other directors, which
member shall not be a director, officer, em-
ployee, stockholder, or agent of a System insti-
tution.

(Pub. L. 92–181, title II, § 2.11, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1635;
amended Pub. L. 102–237, title V, § 502(d), Dec. 13,
1991, 105 Stat. 1868.)

PRIOR PROVISIONS

A prior section 2092, Pub. L. 92–181, title II, § 2.11, Dec.
10, 1971, 85 Stat. 598, related to board of directors, prior
to the general amendment of this subchapter by Pub.
L. 100–233, § 401.

AMENDMENTS

1991—Pub. L. 102–237 substituted ‘‘stockholder, or
agent’’ for ‘‘or stockholder’’.

§ 2093. General corporate powers

Each Federal land bank association shall be a
body corporate and, subject to supervision of the
Farm Credit Bank for the district and the regu-
lation of the Farm Credit Administration, shall
have the power to—

(1) adopt and use a corporate seal;
(2) have succession until dissolved under the

provisions of this chapter or other Act of Con-
gress;

(3) make contracts;
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(4) sue and be sued;
(5) acquire, hold, dispose, and otherwise ex-

ercise all of the usual incidents of ownership
of real estate and personal property necessary
or convenient to the business of the associa-
tion;

(6) operate under the direction of the board
of directors of the association in accordance
with this chapter;

(7) provide by its board of directors for a
manager or other chief executive officer, and
provide for such other officers or employees as
may be necessary, including joint employees
as provided in this chapter, define the duties
of such, and require surety bonds or make
other provision against losses occasioned by
employees, except that no director shall, with-
in one year after the date when such director
ceases to be a member of the board, serve as a
salaried employee of the association on the
board of which such director served;

(8) prescribe, by its board of directors, its
bylaws that shall be consistent with law, and
that shall provide for—

(A) the classes of its stock and the manner
in which such stock shall be issued, trans-
ferred, and retired; and

(B) the manner in which it is to—
(i) select officers and employees;
(ii) acquire, hold, and transfer property;
(iii) conduct general business; and
(iv) exercise and enjoy the privileges

granted to it by law;

(9) accept applications for Farm Credit Bank
loans and receive from such bank and disburse
to the borrowers the proceeds of such loans;

(10) subscribe to stock of the Farm Credit
Bank of the district;

(11) elect by its board of directors a loan
committee with power to elect applicants for
membership in the association and recommend
loans to the Farm Credit Bank, or with the ap-
proval of the Farm Credit Bank, delegate the
election of applicants for membership and the
approval of loans within specified limits to
other committees or to authorized employees
of the association;

(12) on agreement with the bank, take such
additional actions with respect to applications
and loans and perform such functions as are
vested by law in the Farm Credit Banks as
may be agreed to by the association;

(13) endorse and become liable to the bank
on loans it makes to association members;

(14) receive such compensation and deduct
such sums from loan proceeds with respect to
each loan as may be agreed between the asso-
ciation and the bank and make such other
charges for services as may be approved by the
bank;

(15) provide technical assistance to mem-
bers, borrowers, applicants, and other eligible
persons and make available to them, at their
option, such financial related services appro-
priate to their operations as it determines,
with Farm Credit Bank approval, are feasible,
under regulations of the Farm Credit Adminis-
tration;

(16) borrow money from the bank and, with
the approval of such bank, borrow from and
issue association notes or other obligations to

any commercial bank or other financial insti-
tution;

(17) buy and sell obligations of or insured by
the United States or any agency thereof or of
any banks of the Farm Credit System;

(18) invest association funds in such obliga-
tions as may be authorized in regulations of
the Farm Credit Administration and approved
by the bank and deposit securities and current
funds of the association with any member
bank of the Federal Reserve System, with the
Farm Credit Bank, or with any bank insured
by the Federal Deposit Insurance Corporation,
and pay fees therefor and receive interest
thereon as may be agreed;

(19) perform such other function delegated to
the association by the Farm Credit Bank of
the district;

(20) exercise by its board of directors or au-
thorized officers or agents all such incidental
powers as may be necessary or expedient in
the conduct of its business;

(21) contribute to the capital of the bank;
and

(22) operate as an originator and become cer-
tified as a certified facility under subchapter
VIII of this chapter.

(Pub. L. 92–181, title II, § 2.12, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1635;
amended Pub. L. 100–399, title IV, § 401(u), Aug.
17, 1988, 102 Stat. 998.)

PRIOR PROVISIONS

A prior section 2093, Pub. L. 92–181, title II, § 2.12, Dec.
10, 1971, 85 Stat. 598; Pub. L. 96–592, title II, § 208, Dec.
24, 1980, 94 Stat. 3442; Pub. L. 99–205, title II, § 205(e)(11),
Dec. 23, 1985, 99 Stat. 1704; Pub. L. 100–233, title VII,
§ 705(d), Jan. 6, 1988, 101 Stat. 1707; Pub. L. 100–399, title
VI, § 604, Aug. 17, 1988, 102 Stat. 1006, related to general
corporate powers, prior to the general amendment of
this subchapter by Pub. L. 100–233, § 401.

AMENDMENTS

1988—Par. (7). Pub. L. 100–399, § 401(u)(1), substituted
‘‘provide by its board of directors for’’ for ‘‘elect by its
board of directors’’ and ‘‘serve as’’ for ‘‘be elected or
designated’’.

Par. (8). Pub. L. 100–399, § 401(u)(2), amended par. (8)
generally. Prior to amendment, par. (8) read as follows:
‘‘prescribe by its board of directors, association bylaws,
not inconsistent with law, providing for the classes of
association stock and the manner in which such stock
shall be issued, transferred, and retired; the officers
and employees of the association elected or provided
for, the property of the association that is acquired,
held, and transferred, the general business of the asso-
ciation conducted, and the privileges granted to the as-
sociation by law exercised and enjoyed;’’.

Par. (12). Pub. L. 100–399, § 401(u)(3), substituted
‘‘agreed to by’’ for ‘‘agreed to or delegated to’’.

Par. (22). Pub. L. 100–399, § 401(u)(4)–(6), added par. (22).

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

§ 2094. Federal land bank association capitaliza-
tion

In accordance with section 2154a of this title,
the Federal land bank association shall provide,
through its bylaws and subject to Farm Credit
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Administration regulations, for its capitaliza-
tion and the manner in which its stock shall be
issued, held, transferred, and retired and its
earnings distributed.

(Pub. L. 92–181, title II, § 2.13, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1636.)

PRIOR PROVISIONS

A prior section 2094, Pub. L. 92–181, title II, § 2.13, Dec.
10, 1971, 85 Stat. 599; Pub. L. 96–592, title II, § 209, Dec.
24, 1980, 94 Stat. 3442; Pub. L. 99–205, title II,
§ 205(e)(12)–(14), title III, § 304(b), Dec. 23, 1985, 99 Stat.
1705, 1708; Pub. L. 100–233, title VIII, § 805(h), Jan. 6, 1988,
101 Stat. 1715, related to stock and participation certifi-
cates, prior to the general amendment of this sub-
chapter by Pub. L. 100–233, § 401.

§ 2095. Repealed. Pub. L. 100�399, title IV,
§ 401(v), Aug. 17, 1988, 102 Stat. 999

Section, Pub. L. 92–181, title II, § 2.14, as added Pub. L.
100–233, title IV, § 401, Jan. 6, 1988, 101 Stat. 1636, pro-
vided that whenever any Federal land bank association
was liquidated, a sum equal to its reserve account as
required in this chapter was to be paid and become the
property of the bank in which such association was a
shareholder.

A prior section 2095, Pub. L. 92–181, title II, § 2.14, Dec.
10, 1971, 85 Stat. 600; Pub. L. 99–205, title II, § 205(e)(15),
title VI, § 605, Dec. 23, 1985, 99 Stat. 1705, 1711, related to
application of earnings, restoration of capital impair-
ment, and surplus account, prior to the general amend-
ment of this subchapter by Pub. L. 100–233, § 401.

CONSTRUCTION OF REPEAL

Section 401(v) of Pub. L. 100–399 repealed this section
and provided that this chapter be applied and adminis-
tered as if this section had not been enacted.

§ 2096. Agreements for sharing gains or losses

Each Farm Credit Bank may enter into agree-
ments with Federal land bank associations in its
district for sharing the gain or losses on loans or
on security held therefor or acquired in liquida-
tion thereof, and associations are authorized to
enter into any such agreements and also, subject
to bank approval, agreements with other asso-
ciations in the district for sharing the risk of
loss on loans endorsed by each such association.
As may be authorized by the bank in accordance
with regulations of the Farm Credit Administra-
tion, associations also may enter into agree-
ments with other Farm Credit System institu-
tions to share loan and other losses, whether to
protect against capital impairment or for any
other purpose.

(Pub. L. 92–181, title II, § 2.14, formerly § 2.15, as
added Pub. L. 100–233, title IV, § 401, Jan. 6, 1988,
101 Stat. 1636; renumbered § 2.14, Pub. L. 100–399,
title IV, § 401(w), Aug. 17, 1988, 102 Stat. 999.)

PRIOR PROVISIONS

A prior section 2096, Pub. L. 92–181, title II, § 2.15, Dec.
10, 1971, 85 Stat. 601; Pub. L. 96–592, title II, § 210, Dec.
24, 1980, 94 Stat. 3442; Pub. L. 99–205, title II, § 205(b),
Dec. 23, 1985, 99 Stat. 1703; Pub. L. 100–233, title IV,
§ 431(f), title VIII, § 805(i), Jan. 6, 1988, 101 Stat. 1660,
1715; Pub. L. 100–399, title IV, § 415(b), Aug. 17, 1988, 102
Stat. 1004, related to short- and intermediate-term
loans, participation, other financial assistance, terms,
conditions, interest, and security, prior to the general
amendment of this subchapter by Pub. L. 100–233, § 401.

A prior section 2.14 of Pub. L. 92–181 was classified to
section 2095 of this title and was repealed by Pub. L.
100–399, § 401(v).

§ 2097. Liens on stock

Each Federal land bank association shall have
a first lien on the stock and participation cer-
tificates it issues, except on stock or participa-
tion certificates held by other Farm Credit Sys-
tem institutions, for the payment of any liabil-
ity of the stockholder to the association or to
the bank, or to both of them.

(Pub. L. 92–181, title II, § 2.15, formerly § 2.16, as
added Pub. L. 100–233, title IV, § 401, Jan. 6, 1988,
101 Stat. 1637; renumbered § 2.15, Pub. L. 100–399,
title IV, § 401(w), Aug. 17, 1988, 102 Stat. 999.)

PRIOR PROVISIONS

A prior section 2097, Pub. L. 92–181, title II, § 2.16, Dec.
10, 1971, 85 Stat. 602; Pub. L. 96–592, title II, § 211, Dec.
24, 1980, 94 Stat. 3443, related to other services, prior to
the general amendment of this subchapter by Pub. L.
100–233, § 401.

A prior section 2.15 of Pub. L. 92–181 was renumbered
section 2.14 and is classified to section 2096 of this title.

§ 2098. Taxation

Each Federal land bank association and the
capital, reserves, and surplus thereof, and the
income derived therefrom, shall be exempt from
Federal, State, municipal, and local taxation,
except taxes on real estate held by a Federal
land bank association to the same extent, ac-
cording to its value, as other similar property
held by other persons is taxed. The mortgages
held by the Federal land bank associations and
the notes, bonds, debentures, and other obliga-
tions issued by the associations shall be consid-
ered and held to be instrumentalities of the
United States and, as such, they and the income
therefrom shall be exempt from all Federal,
State, municipal, and local taxation, other than
Federal income tax liability of the holder there-
of under the Public Debt Act of 1941 (31 U.S.C.
3124).

(Pub. L. 92–181, title II, § 2.16, formerly § 2.17, as
added Pub. L. 100–233, title IV, § 401, Jan. 6, 1988,
101 Stat. 1637; renumbered § 2.16 and amended
Pub. L. 100–399, title IV, § 401(w), (x), Aug. 17,
1988, 102 Stat. 999.)

PRIOR PROVISIONS

A prior section 2098, Pub. L. 92–181, title II, § 2.17, Dec.
10, 1971, 85 Stat. 602; Pub. L. 99–205, title II, § 205(e)(16),
Dec. 23, 1985, 99 Stat. 1705; Pub. L. 100–233, title VIII,
§ 805(j), Jan. 6, 1988, 101 Stat. 1715, related to taxation,
prior to the general amendment of this subchapter by
Pub. L. 100–233, § 401.

A prior section 2.16 of Pub. L. 92–181 was renumbered
section 2.15 and is classified to section 2097 of this title.

AMENDMENTS

1988—Pub. L. 100–399, § 401(x), substituted ‘‘derived
therefrom, shall’’ for ‘‘derived therefrom shall’’, ‘‘by
the associations’’ for ‘‘by the banks’’, and ‘‘3124’’ for
‘‘742(a)’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2214 of this title.
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SUBCHAPTER III—BANKS FOR
COOPERATIVES

PART A—BANKS FOR COOPERATIVES

AMENDMENTS

1988—Pub. L. 100–233, title IV, § 415(1), Jan. 6, 1988, 101
Stat. 1642, inserted part A heading.

§ 2121. Establishment; titles; branches

The banks for cooperatives established pursu-
ant to sections 2 and 30 of the Farm Credit Act
of 1933, as amended, shall continue as federally
chartered instrumentalities of the United
States. The Farm Credit Administration shall
approve amendments consistent with this chap-
ter to charters and organizational certificates of
banks for cooperatives. Unless an existing bank
for cooperatives is merged with another bank,
there shall be a bank for cooperatives in each
farm credit district and a Central Bank for Co-
operatives. A bank for cooperatives may include
in its title the name of the city in which it is lo-
cated or other geographical designation. The
Central Bank for Cooperatives may be located in
such place as its board of directors may deter-
mine with the approval of the Farm Credit Ad-
ministration. When authorized by the Farm
Credit Administration each bank for coopera-
tives may establish such branches or other of-
fices as may be appropriate for the effective op-
eration of its business.

(Pub. L. 92–181, title III, § 3.0, Dec. 10, 1971, 85
Stat. 602; Pub. L. 100–233, title IV, § 414(b), title
VIII, § 802(m), Jan. 6, 1988, 101 Stat. 1641, 1711;
Pub. L. 100–399, title IV, § 406(b), title IX, § 901(c),
Aug. 17, 1988, 102 Stat. 1000, 1007.)

REFERENCES IN TEXT

Sections 2 and 30 of the Farm Credit Act of 1933, as
amended, referred to in text, were classified to sections
1134 and 1134f, respectively, of this title prior to their
repeal by section 5.26 of Pub. L. 92–181, which enacted
this chapter.

AMENDMENTS

1988—Pub. L. 100–399, § 901(c), substituted ‘‘merged
with another bank’’ for ‘‘merged with one or more
other such banks under section 2181 of this title’’.

Pub. L. 100–233, § 802(m), substituted ‘‘The Farm Cred-
it Administration shall approve amendments consist-
ent with this chapter to charters and organizational
certificates of banks for cooperatives’’ for ‘‘Their char-
ters or organization certificates may be modified from
time to time by the Farm Credit Administration, not
inconsistent with the provisions of this subchapter, as
may be necessary or expedient to implement this chap-
ter’’.

Pub. L. 100–233, § 414(b), which designated existing
provisions as subsec. (a), and added subsec. (b) reading
‘‘Each bank for cooperatives shall elect from its voting
stockholders a board of directors of such number, for
such term, in such manner, and with such qualifica-
tions as may be required in its bylaws, except that, at
least one member shall be elected by the other direc-
tors, which member shall not be a director, officer, em-
ployee, or stockholder of a System institution.’’, was
repealed by section 406(b) of Pub. L. 100–399. See Con-
struction of 1988 Amendment note below.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

CONSTRUCTION OF 1988 AMENDMENT

Section 406(b) of Pub. L. 100–399 provided that section
414(b) of Pub. L. 100–233, cited as a credit to this sec-
tion, is repealed and that the Agricultural Credit Act of
1987 (Pub. L. 100–233) and this chapter shall be applied
and administered as if such section had not been en-
acted.

VOLUNTARY MERGER OF BANKS FOR COOPERATIVES

Section 413 of Pub. L. 100–233, as amended by Pub. L.
100–399, title IV, § 405, Aug. 17, 1988, 102 Stat. 1000, pro-
vided that:

‘‘(a) SUBMISSION OF PROPOSAL.—
‘‘(1) SPECIAL COMMITTEE.—

‘‘(A) IN GENERAL.—Not later than 15 days after the
date of the enactment of this section [Jan. 6, 1988],
a special committee shall be selected pursuant to
subparagraph (B), for the purpose of developing a
proposal for the voluntary merger of the banks for
cooperatives.

‘‘(B) COMPOSITION.—The special committee se-
lected under subparagraph (A) shall be composed
of—

‘‘(i) one member of each district board elected
by the voting stockholders of the bank for co-
operatives in the district; and

‘‘(ii) one member chosen from the board of di-
rectors of the Central Bank for Cooperatives by
the board of such Bank.
‘‘(C) DEVELOPMENT OF PLAN.—Not later than 75

days after the date of the enactment of this section
[Jan. 6, 1988], the special committee shall develop a
plan of merger for all such banks and the Central
Bank for Cooperatives into a National Bank for Co-
operatives.
‘‘(2) PREREQUISITES TO MERGER.—

‘‘(A) SUBMISSION TO FCA.—On completion of the
plan of merger pursuant to paragraph (1)(C), the
special committee shall submit the proposed plan,
together with all information that is to be distrib-
uted to the stockholders concerning such plan, to
the Farm Credit Administration for approval.

‘‘(B) EXPEDITED REVIEW.—Not later than 30 days
after the Farm Credit Administration receives the
plan of merger, the Administration shall promptly
review such plan and advise the special committee
concerning any required changes that are necessary
to the plan.
‘‘(3) SUBMISSION TO STOCKHOLDERS.—On approval of

the plan by the Farm Credit Administration, the spe-
cial committee shall, under such procedures as may
be established by the committee, submit the plan and
recommendations to all voting stockholders of the
district banks for cooperatives and the Central Bank
for Cooperatives.
‘‘(b) VOTING REQUIREMENTS.—

‘‘(1) MAJORITY VOTE REQUIRED.—An approval of the
plan of merger developed and submitted under sub-
section (a) shall—

‘‘(A) require a majority vote of the stockholders
of each district bank for cooperatives voting, in
person or by proxy, at a duly authorized stockhold-
ers’ meeting, computed both—

‘‘(i) in accordance with the requirement that,
except as provided in section 3.3(d) [12 U.S.C.
2124(d)], each cooperative that is the holder of
voting stock in the bank for cooperatives shall be
entitled to cast one vote; and

‘‘(ii) on the basis of the total equity interests in
the bank (including allocated, but not unallo-
cated, surplus and reserves) held by such stock-
holders;
‘‘(B) require a majority vote of the voting stock-

holders of the Central Bank for Cooperatives voting
on a one-bank-one-vote basis;

‘‘(C) take place not later than 180 days after the
date of the enactment of this section [Jan. 6, 1988];
and

‘‘(D) take place prior to any other merger vote in-
volving a bank for cooperatives.
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‘‘(2) APPROVAL BY ALL BANKS FOR COOPERATIVES.—If
the stockholders of all of the banks for cooperatives
approve the merger, the merger shall take place.

‘‘(3) EFFECT OF LESSER VOTE.—If the stockholders of
more than one but fewer than all of the banks ap-
prove the plan, each such bank whose stockholders
voted to approve the merger shall be merged into a
single bank for cooperatives, as provided in para-
graphs (4) or (5).

‘‘(4) NATIONAL BANK FOR COOPERATIVES.—
‘‘(A) CREATION.—If the stockholders of eight or

more of the district banks for cooperatives approve
the merger, such banks, and the Central Bank for
Cooperatives, shall be merged into a single bank,
which shall be referred to as the ‘National Bank for
Cooperatives’.

‘‘(B) SERVICES PROVIDED.—The National Bank for
Cooperatives may offer credit and related services
to eligible borrowers located within any territory
that may be served by Farm Credit System institu-
tions under section 5.0 [12 U.S.C. 2221], or to any
borrower otherwise eligible under section 3.7(b) [12
U.S.C. 2128(b)].
‘‘(5) UNITED BANK FOR COOPERATIVES.—

‘‘(A) CREATION.—If the stockholders of more than
one but fewer than eight of the district banks ap-
prove the plan, each such bank, and the Central
Bank for Cooperatives (if approved by a numerical
majority of its stockholders), shall be merged into
a single bank, which shall be referred to as the
‘United Bank for Cooperatives’.

‘‘(B) SERVICES PROVIDED.—The United Bank for
Cooperatives shall offer credit and related services
only in the territory included, as of the date of the
enactment of this section [Jan. 6, 1988], within the
boundaries of the districts that had been served by
the constituent banks of the United Bank for Co-
operatives, and to any borrower otherwise eligible
under section 3.7(b) [12 U.S.C. 2128(b)].
‘‘(6) NONCONSENTING BANKS.—

‘‘(A) IN GENERAL.—
‘‘(i) NATIONAL BANK FOR COOPERATIVES.—Any of

the district banks whose stockholders did not ap-
prove the plan of merger may offer credit and re-
lated services to any eligible borrowers within
any territory or area that may be served by the
National Bank.

‘‘(ii) UNITED BANK FOR COOPERATIVES.—Any of
the district banks whose stockholders did not ap-
prove the plan of merger shall continue as dis-
trict banks for cooperatives and shall continue to
serve only the territory within the boundaries of
the district that such banks served as of the date
of the enactment of this section [Jan. 6, 1988].
‘‘(B) NONDISCRIMINATION.—Any district bank

whose stockholders did not approve the plan of
merger shall be entitled to the availability, from
the National Bank for Cooperatives or the United
Bank for Cooperatives, as the case may be, of the
same credit and related services now provided by
the Central Bank for Cooperatives as of the date of
the enactment of this section [Jan. 6, 1988], regard-
less of the decision not to merge.

‘‘(C) SUBSEQUENT MERGERS.—Any district bank re-
ferred to in subparagraph (A) may subsequently
merge with the National Bank for Cooperatives or
the United Bank for Cooperatives, as the case may
be, on the approval of the voting stockholders of
both banks proposing to merge based on the voting
requirement of subsection (b)(1).

‘‘(c) REFERENCES.—References in this section to vot-
ing stockholders shall include subscribers to the guar-
anty fund.’’

BANK FOR COOPERATIVES INITIAL BOARD OF DIRECTORS

Section 414(a) of Pub. L. 100–233, as amended by Pub.
L. 100–399, title IV, § 406(a), Aug. 17, 1988, 102 Stat. 1000,
provided that: ‘‘Notwithstanding section 3.2 [probably
means section 3.2 of Pub. L. 92–181, 12 U.S.C. 2123], the
initial board of each district bank for cooperatives

shall be composed of the members of the district board
(which is dissolved upon the creation of the district
Farm Credit Bank) elected by the stockholders of the
bank for cooperatives and one member elected by the
other two members, which member shall not be a direc-
tor, officer, employee, or stockholder of a System insti-
tution. The initial board shall operate for such term as
is agreed to by the members of the board, except that
such period shall not exceed two years. Thereafter, the
board shall be elected and serve in accordance with sec-
tion 3.0 of the Farm Credit Act of 1971 [12 U.S.C. 2121].’’

§ 2122. Corporate existence; general corporate
powers

Each bank for cooperatives shall be a body
corporate and, subject to regulation by the
Farm Credit Administration, shall have power
to—

(1) Adopt and use a corporate seal.
(2) Have succession until dissolved under the

provisions of this chapter or other Act of Con-
gress.

(3) Make contracts.
(4) Sue and be sued.
(5) Acquire, hold, dispose, and otherwise exer-

cise all of the usual incidents of ownership of
real and personal property necessary or conven-
ient to its business.

(6) Make loans and commitments for credit,
provide services and other assistance as author-
ized in this chapter, and charge fees therefor.

(7) Operate under the direction of its board of
directors.

(8) Elect by its board of directors a president,
any vice presidents, a secretary, a treasurer, and
provide for such other officers, employees, and
agents as may be necessary, including joint em-
ployees as provided in this chapter, define their
duties and require surety bonds or make other
provisions against losses occasioned by employ-
ees.

(9) Prescribe by its board of directors its by-
laws not inconsistent with law providing for the
classes of its stock and the manner in which its
stock shall be issued, transferred, and retired;
its officers, employees, or agents elected or pro-
vided for; its property acquired, held, and trans-
ferred; its loans made; its general business con-
ducted; and the privileges granted it by law ex-
ercised and enjoyed.

(10) Borrow money and issue notes, bonds, de-
bentures, or other obligations individually or in
concert with one or more other banks of the
System, of such character, and such terms, con-
ditions, and rates of interest as may be deter-
mined.

(11)(A) Participate in loans under this sub-
chapter with one or more other banks for co-
operatives and with commercial banks and other
financial institutions upon such terms as may
be agreed among them, and participate with one
or more other Farm Credit System institutions
in loans made under this subchapter or other
subchapters of this chapter on the basis pre-
scribed in section 2206 of this title.

(B)(i) Participate in any loan of a type other-
wise authorized under this subchapter that is
made to a similar entity by any institution in
the business of extending credit, including pur-
chases of participations in loans to finance
international trade transactions involving the
sale of agricultural commodities or the products
thereof, except that—



Page 1236TITLE 12—BANKS AND BANKING§ 2122

(I) a bank for cooperatives may not partici-
pate in a loan—

(aa) if the participation would cause the
total amount of all loan participations by
the bank under this subparagraph involving
a single credit risk to exceed 10 percent of
the bank’s total capital; or

(bb) if the participation by the bank will
itself equal or exceed 50 percent of the prin-
cipal of the loan or, when taken together
with participations in the loan by other
Farm Credit System institutions, will cause
the cumulative amount of the participations
by all Farm Credit System institutions in
the loan to equal or exceed 50 percent of the
principal of the loan;

(II) a bank for cooperatives may not partici-
pate in a loan to a similar entity under this
subparagraph if the similar entity has a loan
or loan commitment outstanding with a Farm
Credit Bank or an association chartered under
this chapter, unless agreed to by the Bank or
association; and

(III) the cumulative amount of participa-
tions that a bank for cooperatives may have
outstanding under this subparagraph at any
time may not exceed 15 percent of the bank’s
total assets.

(ii) As used in this subparagraph, the term
‘‘similar entity’’ means an entity that, while
not eligible for a loan under section 2129 of this
title, is functionally similar to an entity eligi-
ble for a loan under section 2129 of this title in
that it derives a majority of its income from, or
has a majority of its assets invested in, the con-
duct of activities functionally similar to those
conducted by the entity.

(iii) As used in this subparagraph, the term
‘‘participate’’ or ‘‘participation’’ refers to multi-
lender transactions, including syndications, as-
signments, loan participations, subparticipa-
tions, or other forms of the purchase, sale, or
transfer of interests in loans, other extensions of
credit, or other technical and financial assist-
ance.

(12) Deposit its securities and its current funds
with any member bank of the Federal Reserve
System or any insured State nonmember bank
(within the meaning of section 1813 of this title)
or, to the extent necessary to facilitate trans-
actions which may be financed under section
2128(b) of this title, any other financial organi-
zation, domestic or foreign, as may be author-
ized by its board of directors, and pay fees there-
for and receive interest thereon as may be
agreed. When designated for that purpose by the
Secretary of the Treasury, it shall be a deposi-
tory of public money, except receipts from cus-
toms, under such regulations as may be pre-
scribed by the Secretary; may be employed as a
fiscal agent of the Government, and shall per-
form all such reasonable duties as a depository
of public money or financial agent of the Gov-
ernment as may be required of it. No Govern-
ment funds deposited under the provisions of
this subsection shall be invested in loans or
bonds or other obligations of the bank.

(13)(A) Buy and sell obligations of or insured
by the United States or of any agency thereof,
or securities backed by the full faith and credit

of any such agency and make such other invest-
ments as may be authorized under regulations
issued by the Farm Credit Administration.

(B) As may be authorized by its board of direc-
tors, buy from and sell to Farm Credit System
institutions interests in loans and in other fi-
nancial assistance extended and nonvoting
stock.

(C) As may be authorized by its board of direc-
tors, and solely for the purposes of obtaining
credit information and other services needed to
facilitate transactions which may be financed
under section 2128(b) of this title, invest in own-
ership interests in foreign business entities that
are principally engaged in providing credit in-
formation to and performing such servicing
functions for their members in connection with
the members’ international activities.

(14) Conduct studies and adopt standards for
lending.

(15) Amend and modify loan contracts, docu-
ments, and payment schedules, and release, sub-
ordinate, or substitute security for any of them.

(16) Exercise by its board of directors or au-
thorized officers, employees, or agents all such
incidental powers as may be necessary or expe-
dient to carry on the business of the bank.

(17) As may be authorized by the board of di-
rectors, maintain credit balances and pay or re-
ceive fees or interest thereon, for the purpose of
assisting in the transfer of funds to or from par-
ties to transactions that may be financed under
section 2128(b) of this title: Provided, however,
That nothing herein shall authorize the banks
for cooperatives to engage in the business of ac-
cepting domestic deposits.

(18) As may be authorized by its board of direc-
tors, agree with other Farm Credit System in-
stitutions to share loan or other losses, whether
to protect against capital impairment or for any
other purpose.

(Pub. L. 92–181, title III, § 3.1, Dec. 10, 1971, 85
Stat. 602; Pub. L. 96–592, title III, § 301, Dec. 24,
1980, 94 Stat. 3443; Pub. L. 99–205, title II,
§ 205(e)(1), Dec. 23, 1985, 99 Stat. 1705; Pub. L.
100–233, title VIII, § 802(n), Jan. 6, 1988, 101 Stat.
1712; Pub. L. 100–399, title IX, § 901(b), Aug. 17,
1988, 102 Stat. 1007; Pub. L. 102–552, title V, § 502,
Oct. 28, 1992, 106 Stat. 4130; Pub. L. 103–376, §§ 2,
6, Oct. 19, 1994, 108 Stat. 3497, 3500; Pub. L.
107–171, title V, § 5401(a), May 13, 2002, 116 Stat.
349.)

AMENDMENTS

2002—Par. (11)(B)(iii), (iv). Pub. L. 107–171 redesig-
nated cl. (iv) as (iii) and struck out former cl. (iii)
which read as follows: ‘‘With respect to similar entities
that are eligible to borrow from a Farm Credit Bank or
association under subchapter I or II of this chapter, the
authority of a bank for cooperatives to participate in
loans to the entities under this subparagraph shall be
subject to the prior approval of the Farm Credit Bank
or Banks in whose chartered territory the entity is eli-
gible to borrow. The approval may be granted on an an-
nual basis and under such terms and conditions as may
be agreed on between the bank for cooperatives and the
Farm Credit Bank or Banks that serve the territory.’’

1994—Par. (11)(B)(i)(I)(bb). Pub. L. 103–376, § 6, sub-
stituted ‘‘other Farm Credit System institutions’’ for
‘‘the other banks for cooperatives under this subpara-
graph’’ and ‘‘all Farm Credit System institutions’’ for
‘‘all banks for cooperatives’’.

Par. (11)(B)(iv). Pub. L. 103–376, § 2, added cl. (iv).
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1992—Par. (11). Pub. L. 102–552 designated existing
provisions as subpar. (A) and added subpar. (B).

1988—Par. (12). Pub. L. 100–399 substituted ‘‘(within
the meaning of section 1813 of this title)’’ for ‘‘as de-
fined in section 1812 of this title.’’

Pars. (12), (13)(B), (C), (17), (18). Pub. L. 100–233 struck
out ‘‘and approved by the Farm Credit Administration’’
after ‘‘board of directors’’.

1985—Pub. L. 99–205 substituted ‘‘regulation’’ for ‘‘su-
pervision’’ in provision preceding par. (1).

Par. (13)(A). Pub. L. 99–205 inserted ‘‘under regula-
tions issued’’ after ‘‘authorized’’.

Pars. (16) to (19). Pub. L. 99–205 struck out par. (16) re-
specting power of bank for cooperatives to perform any
function delegated to it by the Farm Credit Adminis-
tration, and redesignated pars. (17) to (19) as (16) to (18),
respectively.

1980—Par. (11). Pub. L. 96–592, § 301(1), inserted provi-
sions respecting participation with one or more other
Farm Credit System institutions in loans.

Par. (12). Pub. L. 96–592, § 301(2), inserted applicability
to any insured State nonmember bank and to other do-
mestic or foreign financial organizations.

Par. (13). Pub. L. 96–592, § 301(3), designated existing
provisions as subpar. (A) and added subpars. (B) and (C).

Pars. (18), (19). Pub. L. 96–592, § 301(4), added pars. (18)
and (19).

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2206a of this
title.

§ 2123. Board of directors

(a)(1) Each bank for cooperatives not merged
into the United Bank for Cooperatives or the
National Bank for Cooperatives shall elect a
board of directors of such number, for such
term, in such manner, and with such qualifica-
tions as may be required in its bylaws, except
that at least one member shall be elected by the
other directors, which member shall not be a di-
rector, officer, employee, or stockholder of a
System institution.

(2)(A) If approved by the stockholders through
a bylaw amendment, the nomination and elec-
tion of one member from a bank for cooperatives
(other than the National Bank for Cooperatives)
shall be carried out with each voting stock-
holder of a bank for cooperatives having one
vote, plus a number of votes (or fractional part
thereof) equal to—

(i) the number of stockholders eligible to
vote; multiplied by

(ii) the percentage (or fractional part there-
of) of the total equity interest (including allo-
cated, but not unallocated, surplus and re-
serves) in the bank of all stockholders held by
the individual voting stockholder at the close
of the immediately preceding fiscal year of the
bank.

(B) The total number of votes under this para-
graph shall be the number of voting stockhold-
ers of a bank for cooperatives multiplied by two.

(b) The board of directors of the Central Bank
for Cooperatives shall consist of one member
elected by the board of each bank for coopera-
tives, including the United Bank for Coopera-
tives if the Central Bank for Cooperatives is not
merged into such bank, and one member ap-
pointed by the Farm Credit Administration.

(Pub. L. 92–181, title III, § 3.2, Dec. 10, 1971, 85
Stat. 603; Pub. L. 99–205, title II, § 205(e)(2), Dec.
23, 1985, 99 Stat. 1705; Pub. L. 100–399, title IX,
§ 901(d), Aug. 17, 1988, 102 Stat. 1007; Pub. L.
102–552, title V, § 503, Oct. 28, 1992, 106 Stat. 4130.)

AMENDMENTS

1992—Subsec. (a). Pub. L. 102–552 designated existing
provisions as par. (1) and added par. (2).

1988—Subsec. (a). Pub. L. 100–399 amended subsec. (a)
generally. Prior to amendment, subsec. (a) read as fol-
lows: ‘‘In the case of a district bank for cooperatives,
the board of directors shall be the farm credit district
board and in the case of the Central Bank for Coopera-
tives shall be a separate board of not more than thir-
teen members, one from each farm credit district and
one at large. One district director of the Central Bank
Board shall be elected by each district farm credit
board and the member at large shall be appointed by
the Farm Credit Administration.’’

Subsec. (b). Pub. L. 100–399 amended subsec. (b) gener-
ally. Prior to amendment, subsec. (b) read as follows:
‘‘For the purposes of this section the provisions of sec-
tions 2222(b) and (c), 2225, 2226, and 2227 of this title
shall apply to and shall be the authority of the Central
Bank for Cooperatives the same as though it were a dis-
trict bank.’’

1985—Subsec. (a). Pub. L. 99–205 substituted ‘‘Farm
Credit Administration’’ for ‘‘Governor with the advice
and consent of the Federal Farm Credit Board’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

§ 2124. Stock of banks for cooperatives

(a) Amount
The Capital stock of each bank for coopera-

tives shall be in such amount as its board deter-
mines is required for the purpose of providing
adequate capital to permit the bank to meet the
credit needs of borrowers from the bank and
such amounts may be increased or decreased
from time to time in accordance with such
needs.
(b) Value

The capital stock of each bank shall be divided
into shares of par value of $100 each and may be
of such classes as the board may determine.
Such stock may be issued in fractional shares.
(c) Eligible holders of voting stock

Voting stock may be issued or transferred to
and held only by (i) cooperative associations eli-
gible to borrow from the banks and (ii) other
banks for cooperatives, and shall not be other-
wise transferred, pledged, or hypothecated ex-
cept as consented to by the issuing bank under
regulations of the Farm Credit Administration.
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(d) Entitlement to vote
Each holder of one or more shares of voting

stock which is eligible to borrow from a bank
for cooperatives shall be entitled only to one
vote and only in the affairs of the bank in the
district in which its principal office is located
unless otherwise authorized under regulations
issued by the Farm Credit Administration, ex-
cept that if such holder has not been a borrower
from the bank in which it holds such stock with-
in a period of two years next preceding the date
fixed by the Farm Credit Administration prior
to the commencement of voting, it shall not be
entitled to vote.
(e) Nonvoting investment stock

Nonvoting investment stock may be issued in
such series and in such amounts as may be de-
termined by the board and may be exchanged for
voting stock or sold or transferred to any person
subject to the approval of the issuing bank.
(f) Participation certificates

Participation certificates may be issued to
parties to whom voting stock may not be issued.

(Pub. L. 92–181, title III, § 3.3, Dec. 10, 1971, 85
Stat. 603; Pub. L. 96–592, title III, § 302, Dec. 24,
1980, 94 Stat. 3443; Pub. L. 99–205, title II,
§ 205(e)(3), (4), Dec. 23, 1985, 99 Stat. 1705; Pub. L.
100–233, title VIII, §§ 802(o), 805(k), Jan. 6, 1988,
101 Stat. 1712, 1715.)

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–233, § 802(o)(1), struck
out ‘‘, with the approval of Farm Credit Administra-
tion,’’ after ‘‘board determines’’.

Subsec. (b). Pub. L. 100–233, § 802(o)(2), struck out
‘‘with the approval of the Farm Credit Administration’’
after ‘‘board may determine’’.

Subsec. (d). Pub. L. 100–233, § 805(k), substituted ‘‘by’’
for ‘‘by by’’ after ‘‘regulations issued’’.

Subsec. (e). Pub. L. 100–233, § 802(o)(3), struck out ‘‘and
approved by the Farm Credit Administration’’ after
‘‘Board’’.

1985—Subsec. (d). Pub. L. 99–205, § 205(e)(3), inserted
‘‘under regulations issued by’’ after ‘‘authorized’’.

Subsec. (e). Pub. L. 99–205, § 205(e)(4), struck out
‘‘, except for stock held by the Governor,’’ before ‘‘may
be exchanged’’.

1980—Subsec. (f). Pub. L. 96–592 added subsec. (f).

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2142 of this title.

§ 2125. Dividends

Dividends may be payable only on nonvoting
investment stock, if declared by the board of di-
rectors of the bank, subject to the general direc-
tion of the Farm Credit Administration.

(Pub. L. 92–181, title III, § 3.4, Dec. 10, 1971, 85
Stat. 604; Pub. L. 99–205, title II, § 205(e)(5), title
VI, § 606, Dec. 23, 1985, 99 Stat. 1705, 1711; Pub. L.
100–233, title VIII, § 805(l), Jan. 6, 1988, 101 Stat.
1715.)

AMENDMENTS

1988—Pub. L. 100–233 struck out ‘‘other than stock
held by the Farm Credit Administration,’’ after ‘‘in-
vestment stock,’’.

1985—Pub. L. 99–205 struck out ‘‘the Governor of’’ be-
fore ‘‘the Farm Credit Administration’’ and inserted
‘‘, subject to the general direction of the Farm Credit
Administration’’.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

§ 2126. Retirement of stock

Nonvoting investment stock and participation
certificates may be called for retirement at par.
With the approval of the issuing bank, the hold-
er may elect not to have the called stock or par-
ticipation certificates retired in response to a
call, reserving the right to have such stock or
participation certificates included in the next
call for retirement. Voting stock may also be re-
tired at par, on call or on such revolving basis as
the board may determine with due regard for its
total capital needs: Provided, however, That all
equities in the district banks issued or allocated
with respect to 1971 and prior years shall be re-
tired on a revolving basis according to the year
of issue with the oldest outstanding equities
being first retired. Equities issued for subse-
quent years shall not be called or retired until
equities described in the preceding sentence of
this proviso have been retired.

(Pub. L. 92–181, title III, § 3.5, Dec. 10, 1971, 85
Stat. 604; Pub. L. 96–592, title III, § 303, Dec. 24,
1980, 94 Stat. 3444; Pub. L. 99–205, title II,
§ 205(e)(6), Dec. 23, 1985, 99 Stat. 1705; Pub. L.
100–233, title VIII, § 802(p), Jan. 6, 1988, 101 Stat.
1712.)

AMENDMENTS

1988—Pub. L. 100–233 struck out ‘‘with approval of the
Farm Credit Administration’’ after ‘‘board may deter-
mine’’.

1985—Pub. L. 99–205 substituted ‘‘Nonvoting invest-
ment stock’’ for ‘‘Any nonvoting stock held by the
Governor of the Farm Credit Administration shall be
retired to the extent required by section 2151(b) of this
title before any other outstanding voting or nonvoting
stock or participation certificates shall be retired ex-
cept as may be otherwise authorized by the Farm Cred-
it Administration. When those requirements have been
satisfied, nonvoting investment stock’’, and sub-
stituted ‘‘Voting’’ for ‘‘When the requirements of sec-
tion 2151(b) of this title have been met, voting’’.

1980—Pub. L. 96–592 inserted provisions respecting ap-
plicability to participation certificates and struck out
provisions relating to maximum amount of fair book
value at retirement.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2132 of this title.

§ 2127. Guaranty fund subscriptions in lieu of
stock

If any cooperative association is not author-
ized under the laws of the State in which it is
organized to take and hold stock in a bank for
cooperatives, the bank shall, in lieu of any re-
quirement for stock purchase, require the asso-
ciation to pay into or have on deposit in a guar-
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anty fund, or the bank may retain out of the
amount of the loan and credit to the guaranty
fund account of the borrower, a sum equal to the
amount of stock which the association would
otherwise be required to own. Each reference to
stock of the banks for cooperatives in this chap-
ter shall include such guaranty fund equiva-
lents. The holder of the guaranty fund equiva-
lent and the bank shall each be entitled to the
same rights and obligations with respect thereto
as the rights and obligations associated with the
class or classes of stock involved.

(Pub. L. 92–181, title III, § 3.6, Dec. 10, 1971, 85
Stat. 604.)

§ 2128. Loans, commitments, and technical and fi-
nancial assistance

(a) Authorities
The banks for cooperatives are authorized to

make loans and commitments to eligible cooper-
ative associations and to extend to them other
technical and financial assistance at any time
(whether or not they have a loan from the bank
outstanding), including but not limited to dis-
counting notes and other obligations, guaran-
tees, currency exchange necessary to service in-
dividual transactions that may be financed
under subsection (b) of this section, collateral
custody, or participation with other banks for
cooperatives and commercial banks or other fi-
nancial institutions in loans to eligible coopera-
tives, under such terms and conditions as may
be determined to be feasible by the board of di-
rectors of each bank for cooperatives under reg-
ulations of the Farm Credit Administration.
Such regulations may include provisions for
avoiding duplication between the Central Bank
and district banks for cooperatives. Each bank
may own and lease, or lease with option to pur-
chase, to stockholders eligible to borrow from
the bank equipment needed in the operations of
the stockholder and may make or participate in
loans or commitments and extend other tech-
nical and financial assistance to other domestic
parties for the acquisition of equipment and fa-
cilities to be leased to such stockholders for use
in their operations in the United States.

(b) Additional authorities
(1) A bank for cooperatives is authorized to

make or participate in loans and commitments
to, and to extend other technical and financial
assistance to a domestic or foreign party with
respect to its transactions with an association
that is a voting stockholder of the bank for the
import of agricultural commodities or products
thereof, agricultural supplies, or aquatic prod-
ucts through purchases, sales or exchanges, if
the bank for cooperatives determines, under reg-
ulations of the Farm Credit Administration,
that the voting stockholder will benefit substan-
tially as a result of such loan, commitment, or
assistance.

(2)(A) A bank for cooperatives may make or
participate in loans and commitments to, and
extend other technical and financial assistance
to—

(i) any domestic or foreign party for the ex-
port, including (where applicable) the cost of
freight, of agricultural commodities or prod-

ucts thereof, agricultural supplies, or aquatic
products from the United States under policies
and procedures established by the bank to en-
sure that the commodities, products, or sup-
plies are originally sourced, where reasonably
available, from one or more eligible coopera-
tive associations described in section 2129(a) of
this title on a priority basis, except that if the
total amount of the balances outstanding on
loans made by a bank under this clause that—

(I) are made to finance the export of com-
modities, products, or supplies that are not
originally sourced from a cooperative, and

(II) are not guaranteed or insured, in an
amount equal to at least 95 percent of the
amount loaned, by a department, agency,
bureau, board, commission, or establishment
of the United States or a corporation whol-
ly-owned directly or indirectly by the
United States,

exceeds an amount that is equal to 50 percent
of the bank’s capital, then a sufficient interest
in the loans shall be sold by the bank for co-
operatives to commercial banks and other
non-System lenders to reduce the total
amount of such outstanding balances to an
amount not greater than an amount equal to
50 percent of the bank’s capital; and

(ii) except as provided in subparagraph (B),
any domestic or foreign party in which an eli-
gible cooperative association described in sec-
tion 2129(a) of this title (including, for the pur-
pose of facilitating its domestic business oper-
ations only, a cooperative or other entity de-
scribed in section 2129(b)(1)(A) of this title) has
an ownership interest, for the purpose of fa-
cilitating the domestic or foreign business op-
erations of the association, except that if the
ownership interest by an eligible cooperative
association, or associations, is less than 50
percent, the financing shall be limited to the
percentage held in the party by the associa-
tion or associations.

(B) A bank for cooperatives shall not use the
authority provided in subparagraph (A)(ii) to
provide financial assistance to a party for the
purpose of financing the relocation of a plant or
facility from the United States to another coun-
try.

(3) A bank for cooperatives is authorized to
provide such services as may be customary and
normal in maintaining relationships with do-
mestic or foreign entities to facilitate the ac-
tivities specified in paragraphs (1) and (2), con-
sistent with this chapter.

(4) DEFINITION OF AGRICULTURAL SUPPLY.—In
this subsection, the term ‘‘agricultural supply’’
includes—

(A) a farm supply; and
(B)(i) agriculture-related processing equip-

ment;
(ii) agriculture-related machinery; and
(iii) other capital goods related to the stor-

age or handling of agricultural commodities or
products.

(c) Applicable policies
Loans, commitments, and assistance author-

ized by subsection (b) of this section shall be ex-
tended in accordance with policies adopted by
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the board of directors of the bank under regula-
tions of the Farm Credit Administration.
(d) Regulatory limitations

The regulations of the Farm Credit Adminis-
tration implementing subsection (b) of this sec-
tion and other provisions of this subchapter re-
lating to the authority under subsection (b) of
this section may not confer upon the banks for
cooperatives powers and authorities greater
than those specified in this subchapter. The
Farm Credit Administration shall, during the
formulation of such regulations, closely consult
on a continuing basis with the Board of Gov-
ernors of the Federal Reserve System to insure
that such regulations conform to national bank-
ing policies, objectives, and limitations.
(e) Speculative futures transactions

Notwithstanding any other provision of this
subchapter, the banks for cooperatives shall not
make or participate in loans or commitments
for the purpose of financing speculative futures
transactions by eligible borrowers in foreign
currencies.
(f) Installation, expansion, or improvement of

water and waste disposal facilities
The banks for cooperatives may, for the pur-

pose of installing, maintaining, expanding, im-
proving, or operating water and waste disposal
facilities in rural areas, make and participate in
loans and commitments and extending other
technical and financial assistance to—

(1) cooperatives formed specifically for the
purpose of establishing or operating such fa-
cilities; and

(2) public and quasi-public agencies and bod-
ies, and other public and private entities that,
under authority of State or local law, estab-
lish or operate such facilities.

For purposes of this subsection, the term ‘‘rural
area’’ means all territory of a State that is not
within the outer boundary of any city or town
having a population of more than 20,000 based on
the latest decennial census of the United States.

(Pub. L. 92–181, title III, § 3.7, Dec. 10, 1971, 85
Stat. 605; Pub. L. 96–592, title III, § 304, Dec. 24,
1980, 94 Stat. 3444; Pub. L. 101–624, title XXIII,
§ 2323(a), Nov. 28, 1990, 104 Stat. 4013; Pub. L.
102–237, title V, § 502(e)(1), Dec. 13, 1991, 105 Stat.
1868; Pub. L. 102–552, title V, §§ 504, 505, Oct. 28,
1992, 106 Stat. 4131; Pub. L. 103–376, § 3, Oct. 19,
1994, 108 Stat. 3497; Pub. L. 107–171, title V, § 5402,
May 13, 2002, 116 Stat. 350.)

AMENDMENTS

2002—Subsec. (b)(1), (2)(A)(i). Pub. L. 107–171, § 5402(1),
substituted ‘‘agricultural supplies’’ for ‘‘farm sup-
plies’’.

Subsec. (b)(4). Pub. L. 107–171, § 5402(2), added par. (4).
1994—Subsec. (b)(1). Pub. L. 103–376, § 3(A), substituted

‘‘assistance to’’ for ‘‘assistance to (A)’’, ‘‘bank for the
import’’ for ‘‘bank for the export or import’’, and ‘‘if
the bank for cooperatives’’ for ‘‘and (B) a domestic or
foreign party in which such an association has at least
the minimum ownership interest approved under regu-
lations of the Farm Credit Administration for the pur-
pose of facilitating the association’s export or import
operations of the type described in subparagraph (A):
Provided, That a’’ bank for cooperatives’’.

Subsec. (b)(2). Pub. L. 103–376, § 3(B), added par. (2)
and struck out former par. (2) which read as follows: ‘‘A

bank for cooperatives is authorized to make or partici-
pate in loans and commitments, and to extend other
technical and financial assistance, to any domestic or
foreign entity that is eligible for a guarantee or insur-
ance as described in subparagraphs (A) and (B) with re-
spect to transactions involving the Soviet Union (its
successor entities or any of the individual republics of
the Soviet Union) or an emerging democracy (as de-
fined in section 1542(f) of the Food, Agriculture, Con-
servation, and Trade Act of 1990 (7 U.S.C. 5622 note)) for
the export of agricultural commodities and products
thereof from the United States, including (where appli-
cable) the cost of freight, if in each case—

‘‘(A) the loan involved is unconditionally guaran-
teed or insured by a department, agency, bureau,
board, commission, or establishment of the United
States or any corporation wholly owned directly or
indirectly by the United States; and

‘‘(B) the guarantee or insurance—
‘‘(i) covers at least 95 percent of the amount

loaned for the purchase of the commodities or prod-
ucts; and

‘‘(ii) is issued on or before September 30, 1995.’’
1992—Subsec. (a). Pub. L. 102–552, § 504, inserted ‘‘at

any time (whether or not they have a loan from the
bank outstanding)’’ after ‘‘assistance’’ in first sen-
tence.

Subsec. (f). Pub. L. 102–552, § 505, in introductory pro-
visions, substituted ‘‘installing, maintaining, expand-
ing, improving, or operating’’ for ‘‘the installation, ex-
pansion, or improvement of’’ and ‘‘extending’’ for ‘‘to
extend’’.

1991—Subsec. (b). Pub. L. 102–237 designated existing
provisions as par. (1), redesignated cl. (1) as (A) and in-
serted ‘‘or products thereof’’ after ‘‘commodities’’, re-
designated cl. (2) as (B) and substituted ‘‘subparagraph
(A)’’ for ‘‘clause (1) of this subsection’’, and added pars.
(2) and (3).

1990—Subsec. (f). Pub. L. 101–624 added subsec. (f).
1980—Pub. L. 96–592 designated existing provisions as

subsec. (a), inserted provisions relating to currency ex-
changes and provisions relating to loans, etc., to do-
mestic parties, and added subsecs. (b) to (e).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2122, 2129, 2252
of this title.

§ 2129. Eligibility

(a) Any association of farmers, producers or
harvesters of aquatic products, or any federa-
tion of such associations, which is operated on a
cooperative basis, and has the powers for proc-
essing, preparing for market, handling, or mar-
keting farm or aquatic products; or for purchas-
ing, testing, grading, processing, distributing, or
furnishing farm or aquatic supplies or furnish-
ing farm or aquatic business services or services
to eligible cooperatives and conforms to either
of the two following requirements:

(1) no member of the association is allowed
more than one vote because of the amount of
stock or membership capital he may own
therein; or

(2) does not pay dividends on stock or mem-
bership capital in excess of such per centum
per annum as may be approved under regula-
tions of the Farm Credit Administration; and
in any case

(3) does not deal in farm products or aquatic
products, or products processed therefrom,
farm or aquatic supplies, farm or aquatic busi-
ness services, or services to eligible coopera-
tives with or for nonmembers in an amount
greater in value than the total amount of such
business transacted by it with or for members,
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excluding from the total of member and non-
member business transactions with the United
States or any agency or instrumentality
thereof or services or supplies furnished as a
public utility; and

(4) a percentage of the voting control of the
association not less than 80 per centum (60 per
centum (A) in the case of rural electric, tele-
phone, public utility, and service cooperatives;
(B) in the case of local farm supply coopera-
tives that have historically served needs of the
community that would not adequately be
served by other suppliers and have experienced
a reduction in the percentage of farmer mem-
bership due to changed circumstances beyond
their control such as, but not limited to, ur-
banization of the community; and (C) in the
case of local farm supply cooperatives that
provide or will provide needed services to a
community and that are or will be in competi-
tion with a cooperative specified in paragraph
(B)) or, with respect to any type of association
or cooperative, such higher percentage as es-
tablished by the bank board, is held by farm-
ers, producers or harvesters of aquatic prod-
ucts, or eligible cooperative associations as
defined herein;

shall be eligible to borrow from a bank for co-
operatives. Any such association that has re-
ceived a loan from a bank for cooperatives shall,
without regard to the requirements of para-
graphs (1) through (4), continue to be eligible for
so long as more than 50 percent (or such higher
percentage as is established by the bank board)
of the voting control of the association is held
by farmers, producers or harvesters of aquatic
products, or eligible cooperative associations.

(b) Notwithstanding any other provision of
this section:

(1) The following entities shall also be eligi-
ble to borrow from a bank for cooperatives:

(A) Cooperatives and other entities that
have received a loan, loan commitment, or
loan guarantee from the Rural Electrifica-
tion Administration, or a loan or loan com-
mitment from the Rural Telephone Bank, or
that are eligible under the Rural Electrifica-
tion Act of 1936 (7 U.S.C. 901 et seq.) for a
loan, loan commitment, or loan guarantee
from the Administration or the Bank (or a
successor of the Administration or the
Bank), and subsidiaries of such cooperatives
or other entities.

(B) Any legal entity that (i) holds more
than 50 percent of the voting control of an
association or other entity that is eligible to
borrow from a bank for cooperatives under
subsection (a) of this section or subpara-
graph (A) of this paragraph, and (ii) borrows
for the purpose of making funds available to
that association or entity, and makes funds
available to that association or entity under
the same terms and conditions that the
funds are borrowed from a bank for coopera-
tives.

(C) Any cooperative or other entity de-
scribed in subsection (b) or (f) of section 2128
of this title.

(D) Any creditworthy private entity that
satisfies the requirements for a service coop-
erative under paragraphs (1), (2), and (4), or

under the last sentence, of subsection (a) of
this section and subsidiaries of the entity, if
the entity is organized to benefit agriculture
in furtherance of the welfare of its farmer-
members and is operated on a not-for-profit
basis.

(2) Notwithstanding the provisions of section
2130 of this title, the board of directors of a
bank for cooperatives may determine that,
with respect to a loan to any borrower eligible
to borrow from a bank under paragraph (1)(A)
that is fully guaranteed by the United States,
no stock purchase requirement shall apply,
other than the requirement that a borrower el-
igible to own voting stock shall purchase one
share of such stock.

(3) Each association and other entity eligible
to borrow from a bank for cooperatives under
this subsection, for purposes of section 2128(a)
of this title, shall be treated as an eligible co-
operative association and a stockholder eligi-
ble to borrow from the bank.

(4) Nothing in this subsection shall be con-
strued to adversely affect the eligibility, as it
existed on January 6, 1988, of cooperatives and
other entities for any other credit assistance
under Federal law.

(Pub. L. 92–181, title III, § 3.8, Dec. 10, 1971, 85
Stat. 605; Pub. L. 94–184, § 1(a), Dec. 31, 1975, 89
Stat. 1060; Pub. L. 96–592, title III, § 305, Dec. 24,
1980, 94 Stat. 3445; Pub. L. 99–198, title XIII,
§ 1322, Dec. 23, 1985, 99 Stat. 1534; Pub. L. 100–233,
title IV, § 421, title VIII, § 805(m), Jan. 6, 1988, 101
Stat. 1654, 1715; Pub. L. 100–399, title IV, § 410,
title IX, § 901(e), Aug. 17, 1988, 102 Stat. 1003, 1007;
Pub. L. 101–624, title XXIII, § 2323(b), Nov. 28,
1990, 104 Stat. 4013; Pub. L. 102–237, title V,
§ 502(e)(2), (f), Dec. 13, 1991, 105 Stat. 1869; Pub. L.
102–552, title V, § 506, Oct. 28, 1992, 106 Stat. 4131;
Pub. L. 103–376, § 4, Oct. 19, 1994, 108 Stat. 3498;
Pub. L. 104–105, title II, §§ 204, 205, Feb. 10, 1996,
110 Stat. 172.)

REFERENCES IN TEXT

The Rural Electrification Act of 1936, referred to in
subsec. (b)(1)(A), is act May 20, 1936, ch. 432, 49 Stat.
1363, as amended, which is classified generally to chap-
ter 31 (§ 901 et seq.) of Title 7, Agriculture. For complete
classification of this Act to the Code, see section 901 of
Title 7 and Tables.

AMENDMENTS

1996—Subsec. (a). Pub. L. 104–105, § 204(a), inserted at
end ‘‘Any such association that has received a loan
from a bank for cooperatives shall, without regard to
the requirements of paragraphs (1) through (4), con-
tinue to be eligible for so long as more than 50 percent
(or such higher percentage as is established by the
bank board) of the voting control of the association is
held by farmers, producers or harvesters of aquatic
products, or eligible cooperative associations.’’

Subsec. (b)(1)(A). Pub. L. 104–105, § 205, substituted
‘‘are eligible under the Rural Electrification Act of 1936
(7 U.S.C. 901 et seq.) for’’ for ‘‘have been certified by the
Administrator of the Rural Electrification Administra-
tion to be eligible for such’’ and ‘‘loan guarantee from
the Administration or the Bank (or a successor of the
Administration or the Bank), and’’ for ‘‘loan guarantee,
and’’.

Subsec. (b)(1)(D). Pub. L. 104–105, § 204(b), substituted
‘‘and (4), or under the last sentence, of subsection (a) of
this section’’ for ‘‘and (4) of subsection (a) of this sec-
tion’’.
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1994—Subsec. (b)(1)(B) to (E). Pub. L. 103–376 redesig-
nated subpars. (C) to (E) as (B) to (D), respectively, re-
aligned margin of subpar. (D), and struck out former
subpar. (B) which read as follows: ‘‘Any legal entity
more than 50 percent of the voting control of which is
held by one or more associations or other entities that
are eligible to borrow from a bank for cooperatives
under subsection (a) of this section or subparagraph (A)
of this paragraph, except that any such legal entity,
when considered together with one or more such asso-
ciations or other entities that hold such control, meet
the requirement of subsection (a)(3) of this section.’’

1992—Subsec. (b)(1)(E). Pub. L. 102–552 added subpar.
(E).

1991—Subsec. (a)(4). Pub. L. 102–237, § 502(f)(1), sub-
stituted ‘‘a percentage’’ for ‘‘A percentage’’.

Subsec. (b)(1)(D). Pub. L. 102–237, § 502(e)(2), (f)(2), sub-
stituted ‘‘subsection (b) or (f) of section 2128 of this
title’’ for ‘‘section 2128(f) of this title’’ and realigned
margin of subpar. (D).

1990—Subsec. (b)(1)(D). Pub. L. 101–624 added subpar.
(D).

1988—Pub. L. 100–399, § 901(e), substituted ‘‘bank
board’’ for ‘‘district board’’ in subsec. (a)(4).

Pub. L. 100–399, § 410, substituted ‘‘makes’’ for
‘‘make’’ in subsec. (b)(1)(C).

Pub. L. 100–233, § 805(m), redesignated subsec. (1) as
subsec. (a) and pars. (a) to (d) as pars. (1) to (4), respec-
tively, in par. (4) redesignated cls. (1) to (3) as (A) to
(C), respectively, and in cl. (C) substituted ‘‘paragraph
(B)’’ for ‘‘paragraph (2)’’.

Pub. L. 100–233, § 421, added subsec. (b) and struck out
former subsec. (2) which read as follows: ‘‘Notwith-
standing any other provision of this subchapter, co-
operatives and other entities that have received a loan,
loan commitment, or loan guarantee from the Rural
Electrification Administration, or a loan or loan com-
mitment from the Rural Telephone Bank, or that have
been certified by the Administrator of the Rural Elec-
trification Administration to be eligible for such a
loan, loan commitment, or loan guarantee, and subsidi-
aries of such cooperatives or other entities, shall also
be eligible to borrow from a bank for cooperatives.’’

1985—Pub. L. 99–198, § 1322(1), designated existing pro-
visions as subsec. (1) and added subsec. (2).

1980—Pub. L. 96–592, § 305(1), inserted reference to
aquatic business in introductory text.

Subsec. (c). Pub. L. 96–592, § 305(2), inserted reference
to aquatic business services or services to eligible co-
operatives.

Subsec. (d). Pub. L. 96–592, § 305(3), substituted ‘‘60’’
for ‘‘70’’, and designated former parenthetical material
as item (1), and added items (2) and (3) and limitation
with respect to any type of association or cooperative.

1975—Subsec. (d). Pub. L. 94–184 inserted provision re-
lating to 70 per centum of voting control in the case of
rural electric, telephone, and public utility coopera-
tives.

EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by section 502(f) of Pub. L. 102–237 effec-
tive as if included in the provision of the Food, Agri-
culture, Conservation, and Trade Act of 1990, Pub. L.
101–624, to which the amendment relates, see section
1101(b)(4) of Pub. L. 102–237, set out as a note under sec-
tion 1421 of Title 7, Agriculture.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2122, 2128 of this
title.

§ 2130. Ownership of stock by borrowers

(a) Each borrower entitled to hold voting
stock shall, at the time a loan is made by a

bank for cooperatives, own at least one share of
voting stock and shall be required by the bank
to invest in additional voting stock or non-
voting investment stock at that time, or from
time to time, as the lending bank may deter-
mine, but the requirement for investment in
stock at the time the loan is closed shall not ex-
ceed an amount equal to 10 per centum of the
face amount of the loan. Such additional owner-
ship requirements may be based on the face
amount of the loan, the outstanding loan bal-
ance or on a percentage of the interest payable
by the borrower during any year or during any
quarter thereof, or upon such other basis as the
bank determines will provide adequate capital
for the operation of the bank and equitable own-
ership thereof among borrowers. In the case of a
direct loan by the Central Bank, the borrower
shall be required to own or invest in the nec-
essary stock in a district bank or banks and
such district bank shall be required to own a
corresponding amount of stock in the Central
Bank, but voting stock shall be in the one dis-
trict bank, designated by the Farm Credit Ad-
ministration.

(b) Notwithstanding the provisions of sub-
section (a) of this section, the purchase of stock
need not be required with respect to that part of
any loan made by a bank for cooperatives which
it sells to or makes in participation with finan-
cial institutions other than any of the banks for
cooperatives. In such cases the distribution of
earnings of the bank for cooperatives shall be on
the basis of the interest in the loan retained by
such bank.

(Pub. L. 92–181 title III, § 3.9, Dec. 10, 1971, 85
Stat. 605; Pub. L. 96–592, title III, § 306, Dec. 24,
1980, 94 Stat. 3445; Pub. L. 100–233, title VIII,
§ 802(q), Jan. 6, 1988, 101 Stat. 1712.)

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–233 substituted ‘‘by the
bank to invest’’ for ‘‘by the bank with the approval of
the Farm Credit Administration to invest’’, ‘‘or upon
such other basis as the bank determines’’ for ‘‘or upon
such other basis as the bank, with the approval of the
Farm Credit Administration, determines’’, and ‘‘in a
district bank or banks and such district bank shall be
required’’ for ‘‘in a district bank or banks as may be
approved by the Farm Credit Administration and such
district bank shall be required’’.

1980—Subsec. (a). Pub. L. 96–592 inserted provisions
respecting entitlement to hold voting stock.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2129 of this title.

§ 2131. Loans

(a) Interest rates and charges
Loans made by a bank for cooperatives shall

bear interest at a rate or rates determined by
the board of directors of the bank from time to
time. In setting rates and charges, it shall be
the objective to provide the types of credit need-
ed by eligible borrowers at the lowest reasonable
cost on a sound business basis, taking into ac-
count the net cost of money to the bank, nec-
essary reserves and expenses of the bank, and
services provided. The loan documents may pro-
vide for the interest rate or rates to vary from
time to time during the repayment period of the
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loan, in accordance with the rate or rates cur-
rently being charged by the bank.
(b) Security

Loans shall be made upon such terms, condi-
tions, and security, if any, as may be determined
by the bank in accordance with regulations of
the Farm Credit Administration.
(c) Lien

Each bank for cooperatives shall have a first
lien on all stock or other equities in the bank as
collateral for the payment of any indebtedness
of the owner thereof to the bank. In the case of
a direct loan to an eligible cooperative by the
Central Bank, the Central Bank shall have a
first lien on the stock and equities of the bor-
rower in the district bank and the district bank
shall have a lien thereon junior only to the lien
of the Central Bank.
(d) Cancellation; application on indebtedness

In any case where the debt of a borrower is in
default, or in any case of liquidation or dissolu-
tion of a present or former borrower from a
bank for cooperatives, the bank may, but shall
not be required to, retire and cancel all or a part
of the stock, allocated surplus or contingency
reserves, or any other equity in the bank owned
by or allocated to such borrower, at the fair
market value thereof not exceeding par, and, to
the extent required in such cases, corresponding
shares and allocations and other equity inter-
ests held by a district bank in another district
bank on account of such indebtedness, shall be
retired or equitably adjusted. In no event shall
the bank’s equities be retired or canceled if the
retirement or cancellation would adversely af-
fect the bank’s capital structure, as determined
by the Farm Credit Administration.

(Pub. L. 92–181, title III, § 3.10, Dec. 10, 1971, 85
Stat. 606; Pub. L. 96–592, title III, § 307, Dec. 24,
1980, 94 Stat. 3445; Pub. L. 99–509, title I, § 1033(c),
Oct. 21, 1986, 100 Stat. 1877.)

AMENDMENTS

1986—Subsec. (a). Pub. L. 99–509 struck out ‘‘, with
the approval of the Farm Credit Administration as pro-
vided in section 2205 of this title’’ after ‘‘from time to
time’’.

1980—Subsec. (a). Pub. L. 96–592, § 307(1), inserted ref-
erence to section 2205 of this title.

Subsec. (d). Pub. L. 96–592, § 307(2), substituted ‘‘mar-
ket’’ for ‘‘book’’ and inserted provisions respecting re-
tirement or cancellation of equities as affected by the
capital structure.

§ 2132. Earnings and reserves; application of sav-
ings

(a) Application of savings
At the end of each fiscal year, the net savings

shall, under regulations prescribed by the Farm
Credit Administration, continue to be applied on
a cooperative basis with provision for sound,
adequate capitalization to meet the changing fi-
nancing needs of eligible cooperative borrowers
and prudent corporate fiscal management, to
the end that current year’s patrons carry their
fair share of the capitalization, ultimate ex-
penses, and reserves related to the year’s oper-
ations and the remaining net savings shall be
distributed as patronage refunds as provided in

subsections (b) and (c) of this section. Such reg-
ulations may provide for application of net sav-
ings to the restoration or maintenance of an al-
located surplus account, reasonable additions to
unallocated surplus, or to unallocated reserves
after payment of operating expenses, and pro-
vide for allocations to patrons not qualified
under title 26, or payment of such per centum of
patronage refunds in cash, as the board may de-
termine.
(b) Patronage refunds

The net savings of each district bank for co-
operatives, after the earnings for the fiscal year
have been applied in accordance with subsection
(a) of this section shall be paid in stock, partici-
pation certificates, or cash, or in any of them,
as determined by its board, as patronage refunds
to borrowers to whom such refunds are payable
who are borrowers of the fiscal year for which
such patronage refunds are distributed. Except
as provided in subsection (c) below, all patron-
age refunds shall be paid in proportion that the
amount of interest and service fees on the loans
to each borrower during the year bears to the in-
terest and service fees on the loans of all bor-
rowers during the year or on such other propor-
tionate patronage basis as may be approved by
the board of directors.
(c) Savings of Central Bank for Cooperatives

The net savings of the Central Bank for Co-
operatives after the earnings for the fiscal year
have been applied in accordance with subsection
(a) of this section shall be paid in stock or cash,
or both, as determined by the board, as patron-
age refunds to the district banks on the basis of
interests held by the Central Bank in loans
made by the district banks and upon any direct
loans made by the Central Bank to cooperative
associations, or on such other proportionate pa-
tronage basis as may be approved by the board
of directors. In cases of direct loans, such refund
shall be paid to the district bank or banks which
issued their stock to the borrower incident to
such loans, and the district bank or banks shall
issue a like amount of patronage refunds to the
borrower.
(d) Loss carryover

In the event of a net loss in any fiscal year
after providing for all operating expenses (in-
cluding reasonable valuation reserves and losses
in excess of any applicable reserves), such loss
may be carried forward or carried back, if appro-
priate, or otherwise shall be absorbed by charges
to unallocated reserve or surplus accounts es-
tablished after December 10, 1971; charges to al-
located contingency reserve account; charges to
allocated surplus accounts; charges to other
contingency reserve and surplus accounts; the
impairment of voting stock; or the impairment
of all other stock.
(e) Charge of unrecognized costs or expenses to

reserve, surplus, or patronage allocations
Notwithstanding any other provisions of this

section any costs or expenses attributable to a
prior year or years but not recognized in deter-
mining the net savings for such year or years
may be charged to reserves or surplus of the
bank or to patronage allocations for such years,
as may be determined by the board of directors.
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(f) Payment of patronage refunds in cash
A bank for cooperatives may pay in cash such

portion of its patronage refunds as will permit
its taxable income to be determined without
taking into account savings applied as allocated
surplus, allocated contingency reserves, and pa-
tronage refunds under subsection (a) of this sec-
tion.

(Pub. L. 92–181, title III, § 3.11, Dec. 10, 1971, 85
Stat. 606; Pub. L. 96–592, title III, § 308, Dec. 24,
1980, 94 Stat. 3445; Pub. L. 99–205, title II,
§ 205(e)(7), (8), Dec. 23, 1985, 99 Stat. 1705; Pub. L.
100–233, title VIII, §§ 802(r), 805(n), Jan. 6, 1988, 101
Stat. 1712, 1716.)

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–233, §§ 802(r)(1), 805(n)(1),
(5), redesignated subsec. (b) as (a), substituted ‘‘(b) and
(c)’’ for ‘‘(c) and (d)’’, struck out ‘‘as may be approved
by the Farm Credit Administration’’ after ‘‘payment of
operating expenses’’, and struck out at end ‘‘If during
the fiscal year but not at the end thereof a bank shall
have had outstanding capital stock held by the United
States, provision will be made for payment of franchise
taxes required in section 2151 of this title.’’

Subsec. (b). Pub. L. 100–233, §§ 802(r)(2), 805(n)(2), (5),
redesignated subsec. (c) as (b) and substituted ‘‘(a) of
this section’’ for ‘‘(b) of this section, whichever is appli-
cable,’’, ‘‘(c) below’’ for ‘‘(d) below’’, and ‘‘may be ap-
proved by the board of directors’’ for ‘‘the Farm Credit
Administration may approve’’. Former subsec. (b) re-
designated (a).

Subsec. (c). Pub. L. 100–233, §§ 802(r)(3), 805(n)(3), (5),
redesignated subsec. (d) as (c) and substituted ‘‘(a) of
this section’’ for ‘‘(b) of this section whichever is appli-
cable,’’ and ‘‘may be approved by the board of direc-
tors’’ for ‘‘the Farm Credit Administration may ap-
prove’’. Former subsec. (c) redesignated (b).

Subsecs. (d), (e). Pub. L. 100–233, § 805(n)(5), redesig-
nated subsecs. (e) and (f) as (d) and (e), respectively.
Former subsec. (d) redesignated (c).

Subsecs. (f), (g). Pub. L. 100–233, § 805(n)(4), (5), redes-
ignated subsec. (g) as (f), substituted ‘‘A bank for co-
operatives’’ for ‘‘For any year that a bank for coopera-
tives is subject to Federal income tax, it’’, and struck
out ‘‘or (b)’’ after ‘‘subsection (a)’’. Former subsec. (f)
redesignated (e).

1985—Subsec. (a). Pub. L. 99–205, § 205(e)(7), struck out
subsec. (a) which provided for application of savings
when bank for cooperatives has outstanding stock held
by the Governor.

Subsec. (b). Pub. L. 99–205, § 205(e)(8)(A), substituted
‘‘At the end of each fiscal year, the net’’ for ‘‘Whenever
at the end of any fiscal year a bank for cooperatives
shall have no outstanding capital stock held by the
Governor of the Farm Credit Administration, the net’’.

Subsecs. (c), (d). Pub. L. 99–205, § 205(e)(8)(B), sub-
stituted ‘‘subsection (b) of this section’’ for ‘‘subsection
(a) or (b) of this section’’.

1980—Subsec. (b). Pub. L. 96–592, § 308(1), struck out
provisions relating to 25 per centum requirement for
net savings.

Subsec. (c). Pub. L. 96–592, § 308(2), inserted applicabil-
ity to participation certificates and to borrowers to
whom refunds are payable.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

§ 2133. Distribution of assets on liquidation or
dissolution

In the case of liquidation or dissolution of any
bank for cooperatives, after payment or retire-
ment, first, of all liabilities; second, of all cap-

ital stock issued before January 1, 1956, at par,
and all nonvoting stock at par; and third, all
voting stock at par; any surplus and reserves ex-
isting on January 1, 1956, shall be paid to the
holders of stock issued before that date, and vot-
ing stock pro rata; and any remaining allocated
surplus and reserves shall be distributed to
those entities to which they are allocated on the
books of the bank, and any other remaining sur-
plus shall be paid to the holders of outstanding
voting stock. If it should become necessary to
use any surplus or reserves to pay any liabilities
or to retire any capital stock, unallocated re-
serves or surplus, allocated reserves and surplus
shall be exhausted in accordance with rules pre-
scribed by the Farm Credit Administration.

(Pub. L. 92–181, title III, § 3.12, Dec. 10, 1971, 85
Stat. 608; Pub. L. 99–205, title II, § 205(e)(9), Dec.
23, 1985, 99 Stat. 1705; Pub. L. 100–233, title VIII,
§ 805(o), Jan. 6, 1988, 101 Stat. 1716.)

AMENDMENTS

1988—Pub. L. 100–233 inserted ‘‘the’’ before ‘‘Farm
Credit Administration’’.

1985—Pub. L. 99–205 struck out ‘‘, any stock held by
the Governor of the Farm Credit Administration at
par’’ before ‘‘, and all nonvoting stock at par’’, and
struck out ‘‘stock held by the Governor of the Farm
Credit Administration,’’ before ‘‘and voting stock pro
rata’’ in first sentence.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

§ 2134. Taxation

Each bank for cooperatives and its obligations
are instrumentalities of the United States and
as such any and all notes, debentures, and other
obligations issued by such bank shall be exempt,
both as to principal and interest from all tax-
ation (except surtaxes, estate, inheritance, and
gift taxes) now or hereafter imposed by the
United States or any State, territorial, or local
taxing authority, except that interest on such
obligations shall be subject to Federal income
taxation in the hands of the holder.

(Pub. L. 92–181, title III, § 3.13, Dec. 10, 1971, 85
Stat. 608; Pub. L. 99–205, title II, § 205(e)(10), Dec.
23, 1985, 99 Stat. 1705; Pub. L. 100–233, title VIII,
§ 805(p), Jan. 6, 1988, 101 Stat. 1716.)

AMENDMENTS

1988—Pub. L. 100–233 inserted before period at end
‘‘, except that interest on such obligations shall be sub-
ject to Federal income taxation in the hands of the
holder’’.

1985—Pub. L. 99–205 struck out last two sentences re-
lating to exemption of banks for cooperatives and their
property, franchises, capital, reserves, surplus, other
funds, and income from Federal and non-Federal tax-
ation except for Federal income taxation of interest on
obligations of such banks and for Federal and non-Fed-
eral taxation of real and tangible personal property of
such banks to same extent as similar property is taxed,
and making such exemption provisions applicable only
for any year or part thereof in which stock in such
banks was held by the Governor of the Farm Credit Ad-
ministration.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.
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SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2214 of this title.

PART B—UNITED AND NATIONAL BANKS FOR
COOPERATIVES

§ 2141. Charter, powers, and operation

(a) Charter
The National Bank for Cooperatives or the

United Bank for Cooperatives, as the case may
be (hereinafter in this part referred to as the
‘‘consolidated bank’’), established under section
413 of the Agricultural Credit Act of 1987, shall
be a federally chartered instrumentality of the
United States and an institution of the Farm
Credit System.

(b) Powers
The consolidated bank and the board of direc-

tors of such bank shall have all of the powers,
rights, responsibilities, and obligations of the
district banks for cooperatives and the Central
Bank for Cooperatives and the boards of direc-
tors of such banks, except as otherwise provided
for in this chapter.

(c) Operation
The consolidated bank shall be organized and

operated on a cooperative basis.

(Pub. L. 92–181, title III, § 3.20, as added Pub. L.
100–233, title IV, § 415(2), Jan. 6, 1988, 101 Stat.
1642; amended Pub. L. 100–399, title IV, § 407(a),
(b), Aug. 17, 1988, 102 Stat. 1000.)

REFERENCES IN TEXT

Section 413 of the Agricultural Credit Act of 1987, re-
ferred to in subsec. (a), is section 413 of Pub. L. 100–233,
as amended, which is set out as a note under section
2121 of this title.

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–399, § 407(a), struck out
‘‘in this section’’ after ‘‘referred to’’ and inserted
‘‘, established under section 413 of the Agricultural
Credit Act of 1987,’’ before ‘‘shall’’.

Subsec. (b). Pub. L. 100–399, § 407(b), inserted ‘‘except’’
before ‘‘as otherwise’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

§ 2142. Board of directors provisions

(a) Initial board of directors
The initial board of directors of a consolidated

bank shall include the members of the boards of
directors of the farm credit districts who were
elected by voting stockholders of the constitu-
ent district banks for cooperatives (as such
banks existed on January 6, 1988) and who shall
serve out the terms for which they were elected.

(b) Permanent board of directors
(1) Composition

The permanent board of directors of a con-
solidated bank shall consist of—

(A) three members, elected by the voting
stockholders of the consolidated bank, from
each of the farm credit districts that had

been served by constituent banks, as such
districts existed on January 6, 1988, at least
one of whom, from each such district, shall
be a farmer;

(B) one member elected by the voting
stockholders of each district bank for co-
operatives that is not a constituent of the
consolidated bank; and

(C) one member appointed by the members
chosen under subparagraphs (A) and (B) who
shall not be a stockholder or borrower of a
System institution or an officer or director
of any such stockholder or borrower.

(2) Nomination and election
For purposes of nominating and electing

members of the board of directors under para-
graph (1)(A):

(A) First member
The nomination and election of the first

member from each district shall be carried
out on the basis provided for in section
2124(d) of this title.
(B) Second member

(i) In general
The nomination and election of the sec-

ond member from each district shall be
carried out with each voting stockholder
of the consolidated bank located in the
district having one vote, plus a number of
votes (or fractional part thereof) equal to
the number of stockholders eligible to vote
in that district multiplied by the percent-
age (or fractional part thereof) of the total
equity interest (including allocated, but
not unallocated, surplus and reserves) in
the consolidated bank of all such stock-
holders located in that district held by the
individual voting stockholder—

(I) at the close of the immediately pre-
ceding fiscal year of the consolidated
bank; or

(II) with respect to the first election
held under this subsection, as of such
date as the Farm Credit Administration
shall prescribe.

(ii) Total number of votes
The total number of votes for each dis-

trict under this subparagraph shall be the
number of voting stockholders of the con-
solidated bank located in the district mul-
tiplied by two.

(C) Third member
The nomination and election of the third

member from each district shall be carried
out in accordance with procedures pre-
scribed in the bylaws of the consolidated
bank.

(3) Terms
(A) In general

The members of the board of directors of
the consolidated bank shall serve for a term
of 3 years.
(B) Timing of elections

Procedures for electing members of the
board of directors of the consolidated bank
under this subsection shall ensure that the
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beginning of the terms of such members co-
incide with the expiration of the terms of
members of the interim board of directors of
the bank under subsection (a) of this section.

(4) FCA regulations
The nomination and election of the members

of the board of directors of the consolidated
bank under this subsection shall be carried out
in accordance with regulations issued by the
Farm Credit Administration.

(c) Modification of board of directors provisions
The provisions of subsection (b) of this section

relating to the board of directors of the consoli-
dated bank, other than the provisions relating
to the initial composition, nomination, and elec-
tion of the members of the board, may be modi-
fied on an affirmative vote of at least two-thirds
of the voting stockholders of the bank, with
each such stockholder to have, for such pur-
poses, only one vote. Any proposals for modify-
ing such provisions shall be submitted for a vote
by such stockholders in accordance with proce-
dures prescribed by the Farm Credit Adminis-
tration.

(Pub. L. 92–181, title III, § 3.21, as added Pub. L.
100–233, title IV, § 415(2), Jan. 6, 1988, 101 Stat.
1642; amended Pub. L. 100–399, title IV, § 407(c),
(d), Aug. 17, 1988, 102 Stat. 1000.)

AMENDMENTS

1988—Subsec. (b)(2)(B)(i)(I). Pub. L. 100–399, § 407(d),
amended subcl. (I) generally. Prior to amendment,
subcl. (I) read as follows: ‘‘as of the final date of the fis-
cal year of the consolidated bank; or’’.

Subsec. (b)(2)(C). Pub. L. 100–399, § 407(c), added sub-
par. (C).

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

§ 2143. Credit delivery office

On a determination by the board of directors
of the consolidated bank that the bank’s loan
portfolio is concentrated in any one district or
districts (according to the district boundaries in
effect immediately prior to the effective date of
the establishment of the bank under section 413
of the Agricultural Credit Act of 1987), the bank
may consider the creation of regional service
centers to accommodate such loan concentra-
tions.

(Pub. L. 92–181, title III, § 3.22, as added Pub. L.
100–233, title IV, § 415(2), Jan. 6, 1988, 101 Stat.
1643; amended Pub. L. 100–399, title IV, § 407(e),
Aug. 17, 1988, 102 Stat. 1000.)

REFERENCES IN TEXT

Section 413 of the Agricultural Credit Act of 1987, re-
ferred to in text, is section 413 of Pub. L. 100–233, as
amended, which is set out as a note under section 2121
of this title.

AMENDMENTS

1988—Pub. L. 100–399 substituted ‘‘consolidated bank’’
for ‘‘United Bank for Cooperatives or the National
Bank for Cooperatives’’ and ‘‘establishment of the bank
under section 413 of the Agricultural Credit Act of 1987’’
for ‘‘merger’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2144 of this title.

§ 2144. Consolidation of functions

Subject to section 2143 of this title, to the
greatest extent practicable, the functions of the
consolidated bank shall be consolidated in the
central office of the bank.

(Pub. L. 92–181, title III, § 3.23, as added Pub. L.
100–233, title IV, § 415(2), Jan. 6, 1988, 101 Stat.
1644.)

§ 2145. Exchange of ownership interests

On the establishment of the consolidated
bank, ownership interests of the stockholders
and subscribers to the guaranty funds of the
constituent district banks for cooperatives (in-
cluding stock, participation certificates, and al-
located equities) shall be exchanged for like
ownership interests in the consolidated bank on
a book value basis.

(Pub. L. 92–181, title III, § 3.24, as added Pub. L.
100–233, title IV, § 415(2), Jan. 6, 1988, 101 Stat.
1644.)

§ 2146. Capitalization

In accordance with section 2154a of this title,
each consolidated bank shall provide, through
bylaws and subject to Farm Credit Administra-
tion regulations, for the capitalization of the
bank and the manner in which bank stock shall
be issued, held, transferred, and retired and
bank earnings distributed.

(Pub. L. 92–181, title III, § 3.25, as added Pub. L.
100–233, title IV, § 415(2), Jan. 6, 1988, 101 Stat.
1644; amended Pub. L. 100–399, title IV, § 407(f),
Aug. 17, 1988, 102 Stat. 1000.)

AMENDMENTS

1988—Pub. L. 100–399 amended section generally. Prior
to amendment, section read as follows: ‘‘The board of
directors of the consolidated bank shall provide for the
capitalization of such bank in accordance with the pro-
visions of section 2154a of this title.’’

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

§ 2147. Patronage pools

Under such terms and conditions as may be de-
termined by its board of directors, the consoli-
dated bank may—

(1) for a period of at least 3 years following
January 6, 1988, establish separate patronage
pools consisting of loans to eligible borrowers
located in each constituent farm credit dis-
trict (as such district existed on January 6,
1988); and

(2) allocate revenues, expenses, and net sav-
ings among such pools on an equitable basis.

(Pub. L. 92–181, title III, § 3.26, as added Pub. L.
100–233, title IV, § 415(2), Jan. 6, 1988, 101 Stat.
1644.)
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§ 2148. Transactions to accomplish merger

The receipt of assets or assumption of liabil-
ities by the consolidated bank, the exchange of
stock, equities, or other ownership interests,
and any other transaction carried out in accom-
plishing the merger of the banks for coopera-
tives shall not be treated as a taxable event
under the laws of the United States or of any
State or political subdivision thereof. The pre-
ceding sentence shall also apply to the receipt of
assets and liabilities by a cooperative to the ex-
tent that the net amount of the distribution is
immediately reinvested in stock of a consoli-
dated bank (and in such case the basis of such
stock shall be appropriately reduced by the
amount of gain not recognized by reason of this
sentence).

(Pub. L. 92–181, title III, § 3.27, as added Pub. L.
100–233, title IV, § 415(2), Jan. 6, 1988, 101 Stat.
1644; amended Pub. L. 100–399, title IV, § 407(g),
Aug. 17, 1988, 102 Stat. 1001.)

AMENDMENTS

1988—Pub. L. 100–399 substituted ‘‘cooperative’’ for
‘‘taxable institution’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

§ 2149. Lending limits

The Farm Credit Administration may not es-
tablish lending limits for the consolidated bank
with respect to any loans or borrowers that are
more restrictive than the combined lending lim-
its that were previously established by the Farm
Credit Administration for a district bank for co-
operatives and the Central Bank for Coopera-
tives with respect to such loans or borrowers.

(Pub. L. 92–181, title III, § 3.28, as added Pub. L.
100–233, title IV, § 415(2), Jan. 6, 1988, 101 Stat.
1644.)

§ 2149a. Reports by merged banks for coopera-
tives

(a) In general
When two or more banks for cooperatives

merge, the resulting bank shall, not later than
December 31 of each year of the succeeding 5
years following the date of the merger, file an
annual report with the Farm Credit Administra-
tion that—

(1) analyzes the effect of the merger;
(2) includes a breakdown of loans outstand-

ing according to the size of the cooperative
stockholders of the bank; and

(3) describes the adequacy of credit and
other assistance services provided to smaller
cooperatives.

(b) Availability
A copy of the report required in subsection (a)

of this section shall be made available to the
Committee on Agriculture of the House of Rep-
resentatives and the Committee on Agriculture,
Nutrition, and Forestry of the Senate.

(Pub. L. 92–181, title III, § 3.29, formerly title VII,
§ 7.5, as added Pub. L. 100–233, title IV, § 416, Jan.

6, 1988, 101 Stat. 1646; renumbered § 3.29, Pub. L.
100–399, title IV, § 408(e), Aug. 17, 1988, 102 Stat.
1001.)

CODIFICATION

Section was classified to section 2279a–5 of this title
prior to renumbering by Pub. L. 100–399.

SUBCHAPTER IV—PROVISIONS APPLICA-
BLE TO TWO OR MORE CLASSES OF IN-
STITUTIONS OF THE SYSTEM

PART A—FUNDING

§ 2151. Revolving fund

The revolving fund established by this section
(in effect immediately before January 6, 1988)
shall be available to the Farm Credit Adminis-
tration and the Assistance Board during the pe-
riods, and for the purposes, provided for in sec-
tions 2278a–13 and 2278a–7 of this title, respec-
tively.

(Pub. L. 92–181, title IV, § 4.0, Dec. 10, 1971, 85
Stat. 609; Pub. L. 99–205, title I, § 101(1), Dec. 23,
1985, 99 Stat. 1678; Pub. L. 100–233, title II, § 202,
Jan. 6, 1988, 101 Stat. 1605; Pub. L. 100–399, title
II, § 202, Aug. 17, 1988, 102 Stat. 992.)

REFERENCES IN TEXT

For explanation of the revolving fund established by
this section (in effect immediately before January 6,
1988), referred to in text, see Revolving Funds note
below.

AMENDMENTS

1988—Pub. L. 100–399 amended section generally. Prior
to amendment, section read as follows:

‘‘(a) REVOLVING FUND.—The revolving fund estab-
lished by this section (in effect immediately before
January 6, 1988) shall be available to the Farm Credit
Administration during the period, and for the purposes
provided for, in sections 2278a–7(b) and 2278a–13 of this
title.

‘‘(b) FARM CREDIT INSURANCE FUND.—On the date the
first premium is due and payable under section
2277a–5(c) of this title, any funds remaining in the re-
volving fund shall be transferred to the Farm Credit In-
surance Fund in accordance with the terms and condi-
tions established by the Farm Credit Administration.’’

Pub. L. 100–233 amended section generally. Prior to
amendment, section read as follows: ‘‘The revolving
fund established by Public Law 87–343, 75 Stat. 758, as
amended, and the revolving fund established by Public
Law 87–494, 76 Stat. 109, as amended, and continued by
Public Law 96–592, shall be merged and shall be avail-
able to the Farm Credit Administration for the pur-
chase, on behalf of the United States, of capital stock
of the Capital Corporation. The Farm Credit Adminis-
tration may make such purchases of stock as the Farm
Credit Administration determines, in its discretion, are
necessary to achieve the purposes of this chapter.’’

1985—Pub. L. 99–205 substituted provisions relating to
revolving funds and investments for provisions respect-
ing stock purchased by the Governor for the Farm
Credit Administration, retirement, and franchise tax.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.
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REVOLVING FUNDS

The revolving fund established by this section (in ef-
fect immediately before January 6, 1988), referred to in
text, means the revolving fund created by former provi-
sions of this section, which merged the revolving fund
established by Public Law 87–343, 75 Stat. 758, as
amended (described below as ‘‘first fund’’), with the re-
volving fund established by Public Law 87–494, 76 Stat.
109, as amended (described below as ‘‘second fund’’),
which was regarded as continued by Pub. L. 96–592.

At the time of enactment of former section 2152 of
this title (see second par. of note under former section
2152 of this title) by Pub. L. 92–181 funds for temporary
investment by the Governor of the Farm Credit Admin-
istration in the farm credit system were available from
two revolving funds.

The first fund, providing moneys for investment in
production credit associations and intermediate credit
banks, was covered by former section 1131i of this title.
Such fund was itself the result of an earlier merger of
two revolving funds, the first having been created by
the Farm Credit Act of 1933 and the second having been
created by the Federal Farm Mortgage Corporation Act
of 1934. These two were combined into a single fund
pursuant to Pub. L. 87–343, § 2(1), Oct. 3, 1961, 75 Stat.
758. Each of the statutory steps in the establishment of
such fund was cast in the form of an amendment to the
Farm Credit Act of 1933. Since such Farm Credit Act of
1933 has been repealed by section 5.26 of Pub. L. 92–181,
section 1131i of this title is carried as repealed. Not-
withstanding such apparent repeal, statements of Con-
gressional intent indicate an intention to retain the
fund using as its statutory base the law (Pub. L. 87–343)
which had effected the consolidation in 1961.

The second fund, providing moneys for investment in
banks for cooperatives, is covered by section 1141d of
this title. Although the basic authority for such fund
would be the Agricultural Marketing Act of 1929, a
more updated authority for such fund is the Agricul-
tural Marketing Act Amendment of 1962, Pub. L. 87–494,
June 25, 1962, 76 Stat. 109, under which the fund was re-
duced to $150,000,000 and the amount in such fund in ex-
cess of such figure was returned to the Treasury as mis-
cellaneous receipts.

Pub. L. 96–592, referred to above as continuing the re-
volving fund established by Pub. L. 87–494, is the Farm
Credit Act Amendment of 1980, Pub. L. 96–592, Dec. 24,
1980, 94 Stat. 3437. For complete classification of this
Act to the Code, see Short Title of 1980 Amendment
note set out under section 2001 of this title and Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2277a–9, 2278a–7,
2278a–13 of this title.

§ 2152. Repealed. Pub. L. 100�233, title II,
§ 207(a)(1), Jan. 6, 1988, 101 Stat. 1607

Section, Pub. L. 92–181, title IV, § 4.1, as added Pub. L.
99–205, title I, § 104, Dec. 23, 1985, 99 Stat. 1687, contained
requirements for purchase of stock and payment of as-
sessments and contribution of capital to Capital Cor-
poration.

A prior section 2152, Pub. L. 92–181, title IV, § 4.1, Dec.
10, 1971, 85 Stat. 609, related to revolving funds and gov-
ernment deposits, prior to repeal, effective thirty days
after Dec. 23, 1985, by Pub. L. 99–205, title I, § 101(2), Dec.
23, 1985, 99 Stat. 1678. See section 2151 of this title.

EFFECTIVE DATE OF REPEAL

Section 207(b) of Pub. L. 100–233 provided that: ‘‘The
repeals made by subsection (a) [repealing this section
and sections 2216 to 2216k, and 2252(a)(8) of this title]
shall take effect 15 days after the date of the enact-
ment of this Act [Jan. 6, 1988].’’

§ 2153. Power to borrow; issuance of notes,
bonds, debentures, and other obligations

Each of the banks of the System, in order to
obtain funds for its authorized purposes, shall

have power, subject to regulation by the Farm
Credit Administration, and subject to the limi-
tations of paragraph (e) of this section, to—

(a) Borrow money from or loan to any other
institution of the System, borrow from any
commercial bank or other lending institution,
issue its notes or other evidence of debt on its
own individual responsibility and full faith and
credit, and invest its excess funds in such sums,
at such times, and on such terms and conditions
as it may determine.

(b) Issue its own notes, bonds, debentures, or
other similar obligations, fully collateralized as
provided in section 2154(c) of this title by the
notes, mortgages, and security instruments it
holds in the performance of its functions under
this chapter in such sums, maturities, rates of
interest, and terms and conditions of each issue
as it may determine with approval of the Farm
Credit Administration.

(c) Join with any or all banks organized and
operating under the same subchapter of this
chapter in borrowing or in issuance of consoli-
dated notes, bonds, debentures, or other obliga-
tions as may be agreed with approval of the
Farm Credit Administration.

(d) Join with other banks of the System in is-
suance of System-wide notes, bonds, debentures,
and other obligations in the manner, form,
amounts, and on such terms and conditions as
may be agreed upon with approval of the Farm
Credit Administration. Such System-wide issue
by the participating banks and such participa-
tions by each bank shall not exceed the limits to
which each such bank is subject in the issuance
of its individual or consolidated obligations and
each such issue shall be subject to approval of
the Farm Credit Administration: Provided, how-
ever, There shall be no issues of System-wide ob-
ligations without the concurrence of the boards
of directors of each bank and the approval of the
Farm Credit Administration for such issues
shall be conditioned on and be evidence of the
compliance with this provision.

(e) No bank or banks shall issue notes, bonds,
debentures, or other obligations individually or
in concert with one or more banks of the Sys-
tem other than through the Federal Farm Credit
Banks Funding Corporation under any provision
of this chapter except under subsection (a) of
this section: Provided, That any bank or banks
may issue investment bonds or like obligations
other than through the Federal Farm Credit
Banks Funding Corporation if the interest rate
is not in excess of the interest allowable on sav-
ings deposits of commercial banks of com-
parable amounts and maturities under Federal
Reserve regulation on its member banks.

(Pub. L. 92–181, title IV, § 4.2, Dec. 10, 1971, 85
Stat. 610; Pub. L. 99–205, title II, § 205(f)(1), Dec.
23, 1985, 99 Stat. 1705; Pub. L. 100–233, title IV,
§ 418(b), formerly § 415(b), Jan. 6, 1988, 101 Stat.
1653, renumbered § 418(b), Pub. L. 100–399, title
IV, § 409(a), Aug. 17, 1988, 102 Stat. 1003; Pub. L.
100–399, title II, § 203(e), Aug. 17, 1988, 102 Stat.
993.)

AMENDMENTS

1988—Subsec. (d). Pub. L. 100–233 substituted ‘‘the
boards of directors of each bank’’ for ‘‘the boards of di-
rectors of each of the 12 districts and the Central Bank
for Cooperatives’’.
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Subsec. (e). Pub. L. 100–399, § 203(e), substituted ‘‘Sys-
tem other than through the’’ for ‘‘System other than
through their’’, and substituted ‘‘Federal Farm Credit
Banks Funding Corporation’’ for ‘‘fiscal agent’’ in two
places.

1985—Pub. L. 99–205 substituted ‘‘regulation by’’ for
‘‘supervision of’’ in provision preceding subsec. (a).

Subsec. (b). Pub. L. 99–205 substituted references to
section ‘‘2154(c)’’ for ‘‘2154(b)’’ and ‘‘Farm Credit Ad-
ministration’’ for ‘‘Governor’’.

Subsecs. (c), (d). Pub. L. 99–205 substituted ‘‘Farm
Credit Administration’’ for ‘‘Governor’’ wherever ap-
pearing.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2244, 2252, 2277a,
2277a–1 of this title.

§ 2154. Capital adequacy of banks and institu-
tions

(a) Minimum levels of capital
The Farm Credit Administration shall cause

System institutions to achieve and maintain
adequate capital by establishing minimum lev-
els of capital for such System institutions and
by using such other methods as the Farm Credit
Administration deems appropriate. The Farm
Credit Administration may establish such mini-
mum level of capital for a System institution as
the Farm Credit Administration, in its discre-
tion, deems to be necessary or appropriate in
light of the particular circumstances of the Sys-
tem institution.

(b) Failure to maintain minimum levels; direc-
tives; plans for achieving minimum levels;
proposals affecting compliance

(1) Failure of a System institution to main-
tain capital at or above its minimum level as es-
tablished under subsection (a) of this section
may be deemed by the Farm Credit Administra-
tion, in its discretion, to constitute an unsafe
and unsound practice within the meaning of this
chapter.

(2) In addition to, or in lieu of, any other ac-
tion authorized by law, including paragraph (1),
the Farm Credit Administration may issue a di-
rective to a System institution that fails to
maintain capital at or above its required level
as established under subsection (a) of this sec-
tion. Such directive may require the System in-
stitution to submit and adhere to a plan accept-
able to the Farm Credit Administration describ-
ing the means and timing by which the System
institution shall achieve its required capital
level, but may not require merger or consolida-
tion without a majority vote of the voting
stockholders or the contributors to the guar-
anty fund of the institution.

(3) The Farm Credit Administration may con-
sider such System institution’s progress in ad-
hering to any plan required under paragraph (2)

whenever such System institution, or an affili-
ate thereof, seeks the requisite approval of the
Farm Credit Administration for any proposal
that would divert earnings, diminish capital, or
otherwise impede such System institution’s
progress in achieving its minimum capital level.
The Farm Credit Administration may deny such
approval where it determines that such proposal
would adversely affect the ability of the System
institution to comply with such plan.
(c) Enhancement of capital adequacy of banks

Each bank shall have on hand at the time of
issuance of any note, bond, debenture, or other
similar obligation and at all times thereafter
maintain, free from any lien or other pledge,
notes and other obligations representing loans
made under this chapter or real or personal
property acquired in connection with loans
made under this chapter, obligations of the
United States or any agency thereof direct or
fully guaranteed, other bank assets (including
marketable securities) approved by the Farm
Credit Administration, or cash, in an aggregate
value equal to the total amount of notes, bonds,
debentures, or other similar obligations out-
standing for which the bank is primarily liable.

(Pub. L. 92–181, title IV, § 4.3, Dec. 10, 1971, 85
Stat. 611; Pub. L. 99–205, title I, § 101(3), Dec. 23,
1985, 99 Stat. 1678; Pub. L. 100–233, title III, § 304,
title VIII, §§ 804(a)(3), 805(q), Jan. 6, 1988, 101
Stat. 1621, 1715, 1716; Pub. L. 100–399, title VII,
§ 702(b), Aug. 17, 1988, 102 Stat. 1006.)

AMENDMENTS

1988—Subsec. (b)(2). Pub. L. 100–233, § 804(a)(3), struck
out subpar. (A) designation and struck out subpar. (B)
which read as follows: ‘‘Any directive issued under this
paragraph, including plans submitted pursuant thereto,
shall be enforceable under the provisions of section 2267
of this title to the same extent as an effective and out-
standing order issued under section 2261 of this title
that has become final.’’

Subsec. (c). Pub. L. 100–233, § 805(q), which directed
the amendment of subsec. (c) by substituting ‘‘direct or
fully guaranteed’’ for ‘‘direct of fully guaranteed’’ was
repealed by Pub. L. 100–399, § 702(b). See Construction of
1988 Amendment note below.

Pub. L. 100–233, § 304, amended subsec. (c) generally.
Prior to amendment, subsec. (c) read as follows: ‘‘Each
bank shall have on hand at the time of issuance of any
long-term notes, bonds, debentures, or other similar ob-
ligations and at all times thereafter maintain, free
from any lien or other pledge, notes and other obliga-
tions representing loans made under the authority of
this chapter, obligations of the United States or any
agency thereof direct or fully guaranteed, other readily
marketable securities approved by the Farm Credit Ad-
ministration, or cash, in an aggregate value equal to
the total amount of long-term notes, bonds, deben-
tures, or other similar obligations outstanding for
which the bank is primarily liable.’’

1985—Pub. L. 99–205 substituted ‘‘Capital adequacy of
banks and associations’’ for ‘‘Aggregate of obligations;
collateral’’ in section catchline.

Subsec. (a). Pub. L. 99–205 amended subsec. (a) gener-
ally. Prior to amendment, subsec. (a) read as follows:
‘‘No issue of long-term notes, bonds, debentures, or
other similar obligations by a bank or banks shall be
approved in an amount which, together with the
amount of other bonds, debentures, long-term notes, or
other similar obligations issued and outstanding, ex-
ceeds twenty times the capital and surplus of all the
banks which will be primarily liable on the proposed
issue, or such lesser amount as the Farm Credit Admin-
istration shall establish by regulation.’’
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Subsecs. (b), (c). Pub. L. 99–205 added subsec. (b) and
redesignated former subsec. (b) as (c).

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

CONSTRUCTION OF 1988 AMENDMENT

Section 702(b) of Pub. L. 100–399 provided that section
805(q) of Pub. L. 100–233, cited as a credit to this sec-
tion, is repealed and that subsec. (c) of this section
shall be applied and administered as if such section had
not been enacted.

MINIMUM CAPITAL ADEQUACY STANDARDS

Section 301(a) of Pub. L. 100–233, as amended by Pub.
L. 100–399, title III, § 301(a), Aug. 17, 1988, 102 Stat. 993,
provided that:

‘‘(1) IN GENERAL.—
‘‘(A) ESTABLISHMENT.—Within 120 days after the

date of the enactment of this Act [Jan. 6, 1988], the
Farm Credit Administration shall issue regulations
under section 4.3(a) of the Farm Credit Act of 1971 (12
U.S.C. 2154(c) [12 U.S.C. 2154(a)]) that establish mini-
mum permanent capital adequacy standards for Farm
Credit System institutions.

‘‘(B) BASIS FOR ESTABLISHMENT.—The standards es-
tablished under subparagraph (A) shall apply to an
institution based on the financial statements of the
institution prepared in accordance with generally ac-
cepted accounting principles.

‘‘(C) RATIO OF CAPITAL TO ASSETS.—The standards
established under subparagraph (A) shall specify fixed
percentages representing the ratio of permanent cap-
ital of the institution to the assets of the institution,
taking into consideration relative risk factors as de-
termined by the Farm Credit Administration.

‘‘(D) PHASE-IN PERIOD.—The standards established
under subparagraph (A) shall be phased in during the
5-year period beginning on the date of the enactment
of this Act [Jan. 6, 1988].
‘‘(2) EMERGENCY POWER NOT AVAILABLE.—The Farm

Credit Administration shall not invoke the emergency
provisions of section 5.17(c)(2) of the Farm Credit Act of
1971 (12 U.S.C. 2251(c)(2) [12 U.S.C. 2252(c)(2)]) with re-
spect to the issuance of the regulations required under
paragraph (1)(A).

‘‘(3) PROHIBITIONS DURING TRANSITION PERIOD.—During
the 5-year period specified in paragraph (1)(D), the
Farm Credit Administration shall not initiate any re-
ceivership, conservatorship, liquidation, or enforce-
ment action against any System institution certified
to issue preferred stock under section 6.27 of the Farm
Credit Act of 1971 (as added by section 201 of this Act)
[12 U.S.C. 2278b–7], solely because of the failure of such
institution to meet minimum permanent capital ade-
quacy standards unless such action is recommended or
concurred in by the Farm Credit System Assistance
Board established under section 6.0 of such Act (as
added by section 201 of this Act) [12 U.S.C. 2278a].

‘‘(4) PERMANENT CAPITAL.—For purposes of this sub-
section, the term ‘permanent capital’ has the same
meaning given that term in section 4.3A(a)(1) of the
Farm Credit Act of 1971 [12 U.S.C. 2154a(a)(1)].’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2153, 2154a, 2155,
2267, 2268, 2278b–6 of this title.

§ 2154a. Capitalization of System institutions

(a) Definitions
As used in this section:

(1) Permanent capital
The term ‘‘permanent capital’’ means—

(A) current year retained earnings;

(B) allocated and unallocated earnings
(which, in the case of earnings allocated in
any form by a System bank to any associa-
tion or other recipient and retained by the
bank, shall be considered, in whole or in
part, permanent capital of the bank or of
any such association or other recipient as
provided under an agreement between the
bank and each such association or other re-
cipient);

(C) all surplus (less allowances for losses);
(D) stock issued by a System institution,

except—
(i) stock that may be retired by the hold-

er of the stock on repayment of the hold-
er’s loan, or otherwise at the option or re-
quest of the holder; or

(ii) stock that is protected under section
2162 of this title or is otherwise not at
risk; and

(E) any other debt or equity instruments
or other accounts that the Farm Credit Ad-
ministration determines appropriate to be
considered permanent capital.

(2) Stock
The term ‘‘stock’’ means voting and non-

voting stock (including preferred stock),
equivalent contributions to a guaranty fund,
participation certificates, allocated equities,
and other forms and types of equities.

(b) Adoption of bylaws
Subject to approval by shareholders under

subsection (c)(2) of this section, each bank and
association shall adopt bylaws, developed by its
board of directors, that provide for the capital-
ization of the institution in accordance with
subsection (c)(1) of this section.
(c) Requirements of bylaws

(1) In general
Notwithstanding any other provision of this

chapter, the bylaws adopted under subsection
(b) of this section—

(A) shall provide for such classes, par
value, and amounts of the stock of the insti-
tution, the manner in which such stock shall
be issued, transferred, and retired, and the
payment of dividends and patronage refunds,
as determined appropriate by the Board of
Directors, subject to this section;

(B) may provide for the charging of loan
origination fees as determined appropriate
by the Board of Directors;

(C) shall enable the institution to meet the
capital adequacy standards established
under the regulations issued under section
2154(a) of this title;

(D) shall provide for the issuance of voting
stock, which may only be held by—

(i) borrowers who are farmers, ranchers,
or producers or harvesters of aquatic prod-
ucts, and cooperative associations eligible
to borrow from System institutions under
this chapter;

(ii) in the case of a Central Bank for Co-
operatives, other banks for cooperatives;
and

(iii) in the case of banks other than
banks for cooperatives, System associa-
tions;
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(E) shall require that—
(i) as a condition of borrowing from or

through the institution, any borrower who
is entitled to hold voting stock or partici-
pation certificates shall, at the time a
loan is made, acquire voting stock or par-
ticipation certificates in an amount not
less than $1,000 or 2 percent of the amount
of the loan, whichever is less; and

(ii) within 2 years after the loan of a bor-
rower is repaid in full, any voting stock
held by the borrower be converted to non-
voting stock;

(F) may provide that persons who are not
borrowers from the institution may hold
nonvoting stock of the institution;

(G) shall require that any holder of voting
stock issued before the adoption of bylaws
under this section exchange a portion of
such stock for new voting stock;

(H) do not need to provide for maximum or
minimum standards of borrower stock own-
ership based on a percentage of the loan of
the borrower, except as otherwise provided
in this section;

(I) shall permit the retirement of stock at
the discretion of the institution if the insti-
tution meets the capital adequacy standards
established under section 2154(a) of this
title; and

(J) shall permit stock to be transferable.
(2) Effective date

The bylaws adopted by the board of directors
of a System institution under subsection (b) of
this section shall take effect only on approval
of a majority of the stockholders of such insti-
tution present and voting, or voting by writ-
ten proxy, at a duly authorized stockholders’
meeting.

(d) Reduction of capital
(1) General rule

Except as provided in paragraph (2), the
board of directors of a System institution may
not reduce the permanent capital of the insti-
tution through the payment of patronage re-
funds or dividends, or the retirement of stock
if, after or due to such action, the permanent
capital of the institution would thereafter fail
to meet the minimum capital adequacy stand-
ards established under section 2154(a) of this
title.
(2) Exceptions

Paragraph (1) shall not apply to the payment
of noncash patronage refunds by any institu-
tion exempt from Federal income tax if the
entire refund paid qualifies as permanent cap-
ital. Notwithstanding paragraph (1), any Sys-
tem institution subject to Federal income tax
may pay patronage refunds partially in cash
as long as the cash portion of the refund is the
minimum amount required to qualify the re-
fund as a deductible patronage distribution for
Federal income tax purposes and the remain-
ing portion of the refund paid qualifies as per-
manent capital.

(e) Compliance
The Farm Credit Administration may issue a

directive that requires compliance with sub-

section (d) of this section, to the board of direc-
tors of any System institution that fails to com-
ply therewith.
(f) Loans designated for sale or sold into second-

ary market
(1) In general

Subject to paragraph (2) and notwithstand-
ing any other provision of this section, the by-
laws adopted by a bank or association under
subsection (b) of this section may provide—

(A) in the case of a loan made on or after
February 10, 1996, that is designated, at the
time the loan is made, for sale into a second-
ary market, that no voting stock or partici-
pation certificate purchase requirement
shall apply to the borrower for the loan; and

(B) in the case of a loan made before Feb-
ruary 10, 1996, that is sold into a secondary
market, that all outstanding voting stock or
participation certificates held by the bor-
rower with respect to the loan shall, subject
to subsection (d)(1) of this section, be re-
tired.

(2) Applicability
Notwithstanding any other provision of this

section, in the case of a loan sold to a second-
ary market under subchapter VIII of this
chapter, paragraph (1) shall apply regardless of
whether the bank or association retains a sub-
ordinated participation interest in a loan or
pool of loans or contributes to a cash reserve.
(3) Exception

(A) In general
Subject to subparagraph (B) and notwith-

standing any other provision of this section,
if a loan designated for sale under paragraph
(1)(A) is not sold into a secondary market
during the 180-day period that begins on the
date of the designation, the voting stock or
participation certificate purchase require-
ment that would otherwise apply to the loan
in the absence of a bylaw provision described
in paragraph (1)(A) shall be effective.
(B) Retirement

The bylaws adopted by a bank or associa-
tion under subsection (b) of this section may
provide that if a loan described in subpara-
graph (A) is sold into a secondary market
after the end of the 180-day period described
in the subparagraph, all outstanding voting
stock or participation certificates held by
the borrower with respect to the loan shall,
subject to subsection (d)(1) of this section,
be retired.

(g) Construction
This section shall not be construed to affect

the provisions of this chapter that confer on
System institutions a lien on borrower stock or
other equities and the privilege to retire or can-
cel such stock or other equities for application
against the indebtedness on a defaulted or re-
structured loan.
(h) Controlling authority

To the extent that any provision of this sec-
tion is inconsistent with any other provision of
this chapter (other than section 2162 of this
title), the provision of this section shall control.
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(Pub. L. 92–181, title IV, § 4.3A, as added Pub. L.
100–233, title III, § 301(b), Jan. 6, 1988, 101 Stat.
1608; amended Pub. L. 100–399, title III,
§ 301(b)–(f), Aug. 17, 1988, 102 Stat. 994; Pub. L.
102–552, title I, § 101, Oct. 28, 1992, 106 Stat. 4103;
Pub. L. 104–105, title II, § 206, Feb. 10, 1996, 110
Stat. 173.)

AMENDMENTS

1996—Subsecs. (f) to (h). Pub. L. 104–105 added subsec.
(f) and redesignated former subsecs. (f) and (g) as (g)
and (h), respectively.

1992—Subsec. (a)(1). Pub. L. 102–552 amended par. (1)
generally. Prior to amendment, par. (1) read as follows:
‘‘The term ‘permanent capital’ means current year re-
tained earnings, allocated and unallocated earnings, all
surplus (less allowances for losses), and stock issued by
a System institution, except stock that—

‘‘(A) may be retired by the holder thereof on repay-
ment of the holder’s loan, or otherwise at the option
or request of the holder; or

‘‘(B) is protected under section 2162 of this title or
is otherwise not at risk.’’
1988—Subsec. (a)(1)(B). Pub. L. 100–399, § 301(b), sub-

stituted ‘‘section 2162 of this title’’ for ‘‘section 4.9B’’.
Subsec. (c)(1)(D)(i). Pub. L. 100–399, § 301(c)(1), sub-

stituted ‘‘producers or’’ for ‘‘producers, or’’.
Subsec. (c)(1)(G). Pub. L. 100–399, § 301(c)(2), sub-

stituted ‘‘voting stock issued’’ for ‘‘stock issued’’.
Subsec. (c)(1)(H). Pub. L. 100–399, § 301(d), inserted

‘‘, except as otherwise provided in this section’’ after
‘‘the borrower’’.

Subsec. (c)(1)(I). Pub. L. 100–399, § 301(e), struck out
‘‘standards issued under’’ after ‘‘established under’’.

Subsec. (d)(1). Pub. L. 100–399, § 301(f), struck out ‘‘and
in section 2162 of this title’’ after ‘‘paragraph (2)’’ and
‘‘or allocated equities’’ after ‘‘retirement of stock’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2014, 2074, 2094,
2146, 2162, 2267, 2268, 2279a–3, 2279c–1 of this title.

§ 2155. Liability of banks; United States not liable

(a) Joint and several liability of banks
(1) Each bank of the System shall be fully lia-

ble on notes, bonds, debentures, or other obliga-
tions issued by it individually, and shall be lia-
ble for the interest payments on long-term
notes, bonds, debentures, or other obligations is-
sued by other banks operating under the same
subchapter of this chapter.

(2)(A) Each bank shall also be primarily liable
for the portion of any issue of consolidated or
System-wide obligations made on its behalf and
be jointly and severally liable for the payment
of any additional sums as called upon by the
Farm Credit Administration in order to make
payments of interest or principal which any
bank primarily liable therefor shall be unable to
make.

(B) Such calls first shall be made on all non-
defaulting banks in proportion to each such
bank’s proportionate share of the aggregate
available collateral held by all such banks.

(C) For purposes of this paragraph, the term
‘‘available collateral’’ means the amount (deter-
mined at the close of the last calendar quarter
ending before such call) by which a bank’s col-

lateral as described in section 2154 of this title
exceeds the collateral required to support the
bank’s outstanding notes, bonds, debentures,
and other similar obligations.

(D) If the Farm Credit Administration makes
any such call and the available collateral of all
such banks does not fully satisfy the liability
necessitating such calls, such calls shall be
made on all nondefaulting banks in proportion
to each such bank’s remaining assets.

(E) Any System bank that, pursuant to a call
by the Farm Credit Administration, makes a
payment of principal or interest to the holder of
any consolidated or System-wide obligation is-
sued on behalf of another System bank shall be
subrogated to all rights of the holder against
such other bank to the extent of such payment.

(F) On making such a call with respect to obli-
gations issued on behalf of a System bank, the
Farm Credit Administration shall appoint a re-
ceiver for the bank, which shall expeditiously
liquidate or otherwise wind up the affairs of the
bank.

(b) Resolutions as to liability; execution of obli-
gations

Each bank participating in an issue shall by
appropriate resolution undertake such respon-
sibility as provided in subsection (a) of this sec-
tion, and in the case of consolidated or System-
wide obligations shall authorize the execution of
such long-term notes, bonds, debentures, or
other obligations on its behalf. When a consoli-
dated or System-wide issue is approved, the
notes, bonds, debentures, or other obligations
shall be executed and the banks shall be liable
thereon as provided herein.

(c) United States liability
The United States shall not be liable or as-

sume any liability directly or indirectly there-
on.

(d) Insurance Fund called on before invoking
joint and several liability

Beginning 5 years after January 6, 1988, the
Farm Credit Administration shall not call on
any System institution to satisfy the liability of
the institution on any joint, consolidated, or
System-wide obligation participated in by the
institution or with respect to which the institu-
tion is primarily, or jointly and severally, lia-
ble, before the Farm Credit Insurance Fund is
exhausted, even if the Fund is only able to make
a partial payment because of insufficient
amounts in the Fund.

(Pub. L. 92–181, title IV, § 4.4, Dec. 10, 1971, 85
Stat. 611; Pub. L. 99–205, title I, § 101(4), title II,
§ 205(f)(2), Dec. 23, 1985, 99 Stat. 1679, 1706; Pub. L.
100–233, title II, § 207(c), title III, § 303, Jan. 6,
1988, 101 Stat. 1608, 1620; Pub. L. 100–399, title III,
§ 303, Aug. 17, 1988, 102 Stat. 995.)

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–233, § 303(a), amended
subsec. (a) generally. Prior to amendment, subsec. (a)
read as follows: ‘‘Each bank of the System shall be
fully liable on notes, bonds, debentures, or other obli-
gations issued by it individually, and shall be liable for
the interest payments on long-term notes, bonds, de-
bentures, or other obligations issued by other banks op-
erating under the same subchapter of this chapter.
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Each bank shall also be primarily liable for the portion
of any issue of consolidated or System-wide obligations
made on its behalf and be jointly and severally liable
for the payment of any additional sums as called upon
by the Farm Credit Administration in order to make
payments of interest or principal which any bank pri-
marily liable therefor shall be unable to make. Such
calls shall be made first upon the other banks operat-
ing under the same subchapter of this chapter as the
defaulting bank, and second upon banks operating
under other subchapters of this chapter, taking into
consideration the capital, surplus, bonds, debentures,
or other obligations which each may have outstanding
at the time of such assessment.’’

Subsec. (c). Pub. L. 100–233, § 207(c), redesignated sub-
sec. (d) as (c), and struck out former subsec. (c) which
provided that for purposes of this part, the term
‘‘bank’’ included the Capital Corporation.

Subsec. (d). Pub. L. 100–399 redesignated subsec. (e) as
(d).

Pub. L. 100–233, § 207(c), redesignated subsec. (d) as (c).
Subsec. (e). Pub. L. 100–399 redesignated subsec. (e) as

(d).
Pub. L. 100–233, § 303(b), added subsec. (e).
1985—Subsec. (b). Pub. L. 99–205, § 205(f)(2), substituted

‘‘execution of’’ for ‘‘Governor to execute’’ in first sen-
tence and struck out ‘‘by the Governor’’ after ‘‘shall be
executed’’ in second sentence.

Subsecs. (c), (d). Pub. L. 99–205, § 101(4), added subsec.
(c) and redesignated former subsec. (c) as (d).

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2278b–6 of this
title.

§ 2156. Repealed. Pub. L. 100�233, title II, § 204(b),
Jan. 6, 1988, 101 Stat. 1607

Section, Pub. L. 92–181, title IV, § 4.5, Dec. 10, 1971, 85
Stat. 611; Pub. L. 96–592, title IV, § 401, Dec. 24, 1980, 94
Stat. 3446; Pub. L. 99–205, title II, § 205(f)(3), Dec. 23,
1985, 99 Stat. 1706, provided for establishment of a fi-
nance committee for banks organized and operated
under subchapters I, II, and III of this chapter. See sec-
tion 2160 of this title.

§ 2157. Bonds as investments

The bonds, debentures, and other similar obli-
gations issued under the authority of this chap-
ter shall be lawful investments for all fiduciary
and trust funds and may be accepted as security
for all public deposits.

(Pub. L. 92–181, title IV, § 4.6, Dec. 10, 1971, 85
Stat. 612.)

§ 2158. Purchase and sale by Federal Reserve
System

Any member of the Federal Reserve System
may buy and sell bonds, debentures, or other
similar obligations issued under the authority of
this chapter and any Federal Reserve bank may
buy and sell such obligations to the same extent
and subject to the same limitations placed upon
the purchase and sale by said banks of State,
county, district, and municipal bonds under sec-
tion 355 of this title.

(Pub. L. 92–181, title IV, § 4.7, Dec. 10, 1971, 85
Stat. 612.)

§ 2159. Purchase and sale of obligations; addi-
tional powers

(a) Each bank of the System may purchase its
own obligations and the obligations of other
banks of the System and may provide for the
sale of obligations issued by it, consolidated ob-
ligations, or Systemwide obligations through a
fiscal agent or agents, by negotiation, offer, bid,
syndicate sale, and to deliver such obligations
by book entry, wire transfer, or such other
means as may be appropriate.

(b) Through December 31, 1992, each bank of
the System, in addition to purchasing obliga-
tions as authorized by this chapter, may, with
the prior approval of the Farm Credit Adminis-
tration and subject to such conditions as it may
establish, (1) reduce the cost of its borrowings
by doing one or more of the following: (A) con-
tracting with a third party, or an entity that is
established as a limited purpose System institu-
tion under section 2211 of this title and that is
not to be included in the combined financial
statements of other System institutions, with
respect to the payment of interest on the bank’s
obligations and the obligations of other banks
incurred before January 1, 1985, in consideration
of the payment of market interest rates on such
obligations, plus a premium, or (B) for the pe-
riod July 1, 1986, through December 31, 1992, cap-
italizing interest costs on obligations incurred
before January 1, 1985, in excess of the estimated
interest costs on an equivalent amount of Farm
Credit System obligations at prevailing market
rates on such obligations of similar maturities
as of October 21, 1986, or (C) taking other similar
action; and (2) amortize, over a period of not to
exceed 20 years, the capitalization of the pre-
mium, capitalization of interest expense, or like
costs of any action taken under clause (1).

(Pub. L. 92–181, title IV, § 4.8, Dec. 10, 1971, 85
Stat. 612; Pub. L. 99–509, title I, § 1034, Oct. 21,
1986, 100 Stat. 1878; Pub. L. 100–233, title II,
§ 205(a), Jan. 6, 1988, 101 Stat. 1607.)

AMENDMENTS

1988—Subsec. (b). Pub. L. 100–233 substituted ‘‘Decem-
ber 31, 1992’’ for ‘‘December 31, 1988’’ in two places.

1986—Pub. L. 99–509 designated existing provisions as
subsec. (a) and added subsec. (b).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2001, 2254,
2278a–6 of this title.

§ 2160. Federal Farm Credit Banks Funding Cor-
poration

(a) Establishment
There is hereby established the Federal Farm

Credit Banks Funding Corporation (hereinafter
in this section referred to as the ‘‘Corporation’’),
which shall be an institution of the Farm Credit
System.
(b) Duties

The Corporation—
(1) shall issue, market, and handle the obli-

gations of the banks of the Farm Credit Sys-
tem, and interbank or intersystem flow of
funds as may from time to time be required;
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1 See References in Text note below.

(2) acting for the banks of the Farm Credit
System, subject to approval of the Farm Cred-
it Administration, shall determine the
amount, maturities, rates of interest, terms,
and conditions of participation by the several
banks in each issue of joint, consolidated, or
System-wide obligations; and

(3) shall exercise such other powers as were
provided to the predecessor Federal Farm
Credit Banks Funding Corporation in accord-
ance with its charter issued under section 2211
of this title, in effect immediately before Jan-
uary 6, 1988.

(c) Officers and committees
(1) Designation

The board of directors may designate such
officers and committees for such terms and
such purposes as may be agreed on by the
board.

(2) Issuance of obligations
When appropriate to the board’s functions

under this section, a committee of the board
of directors of the Corporation, or representa-
tives thereof, may act on behalf of the board
in connection with the issuance of joint, con-
solidated, and System-wide obligations.

(d) Board of directors
(1) Composition

The board of directors shall be composed of
nine voting members and one nonvoting mem-
ber, as follows:

(A) Four voting members shall be current
or former directors of the System banks
elected by the shareholders of the Corpora-
tion.

(B) Three voting members shall be chief
executive officers or presidents of System
banks elected by the shareholders of the
Corporation.

(C) Two voting members shall be appointed
by the members elected under subparagraphs
(A) and (B) after the elected members have
received recommendations for such appoint-
ments from, and consulted with, the Sec-
retary of the Treasury and the Chairman of
the Board of Governors of the Federal Re-
serve System. The appointed members shall
be selected from United States citizens—

(i) who are not borrowers from, share-
holders in, or employees or agents of any
System institution, who are not affiliated
with the Farm Credit Administration, and
who are not actively engaged with a bank
or investment organization that is a mem-
ber of the Corporation’s selling group for
System-wide securities; and

(ii) who are experienced or knowledge-
able in corporate and public finance, agri-
cultural economics, and financial report-
ing and disclosure.

(D) The president of the Corporation shall
serve as a nonvoting member of the board.

In selecting candidates under subparagraphs
(A) and (B), due consideration shall be given to
choosing individuals knowledgeable in agricul-
tural economics, public and corporate finance,
and financial reporting and disclosure.

(2) Non-voting representatives
(A) Assistance Board

During the period in which the Assistance
Board is in existence, the board of directors
of the Assistance Board shall designate one
of its directors to serve as a non-voting rep-
resentative to the board of directors of the
Corporation.
(B) Meetings

The person designated by the Assistance
Board under subparagraph (A) may attend
and participate in all deliberations of the
board of directors of the Corporation.
(C) Termination of Assistance Board

After termination of the Assistance Board,
neither the Assistance Board nor its succes-
sor, the Farm Credit System Insurance Cor-
poration, shall have any representation on
the board of directors of the Corporation.

(e) Transitional authority
Until a majority of the voting members of the

board of directors of the Corporation is elected,
which shall occur as soon as is practicable after
January 6, 1988—

(1) the finance committee established under
section 2156 1 of this title in effect before Janu-
ary 6, 1988, and the fiscal agency established
under section 2160 1 of this title in effect before
January 6, 1988, shall continue to operate as if
this section had not been enacted; and

(2) the board of directors of the predecessor
Federal Farm Credit Banks Funding Corpora-
tion shall be the board of directors of the Fi-
nancial Assistance Corporation.

(f) Succession
(1) Assets and liabilities

The Corporation shall, by operation of law
and without any further action by the Farm
Credit Administration, the predecessor Fed-
eral Farm Credit Banks Funding Corporation
(hereinafter referred to in this subsection as
‘‘the predecessor corporation’’) chartered
under this chapter, or any court, succeed to
the assets of and assume all debts, obligations,
contracts, and other liabilities of the prede-
cessor corporation, matured or unmatured, ac-
crued, absolute, contingent or otherwise, and
whether or not reflected or reserved against on
balance sheets, books of account, or records of
the predecessor corporation.
(2) Contracts

The existing contractual obligations, secu-
rity instruments, and title instruments of the
predecessor corporation shall, by operation of
law and without any further action by the
Farm Credit Administration, the predecessor
corporation, or any court, become and be con-
verted into obligations, entitlements, and in-
struments of the Corporation.

(3) Stock
The stock of the predecessor corporation is-

sued before January 6, 1988, shall, by operation
of law and without any further action by the
Farm Credit Administration, the predecessor
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corporation, or any court, become and be con-
verted into stock of the Corporation estab-
lished by this section.
(4) Taxation

The succession to assets, assumption of li-
abilities, conversion of obligations, instru-
ments, and stock, and effectuation of any
other transaction by the Corporation to carry
out this subsection shall not be treated as a
taxable event under the laws of any State or
political subdivision thereof.

(Pub. L. 92–181, title IV, § 4.9, Dec. 10, 1971, 85
Stat. 612; Pub. L. 100–233, title II, § 204(a), Jan. 6,
1988, 101 Stat. 1605; Pub. L. 100–399, title II,
§ 203(a)–(d), Aug. 17, 1988, 102 Stat. 992, 993; Pub.
L. 102–552, title V, § 507, Oct. 28, 1992, 106 Stat.
4131.)

REFERENCES IN TEXT

January 6, 1988, referred to in subsecs. (e) and (f)(3),
was in the original ‘‘the enactment of this section’’,
‘‘the date of the enactment of this section’’, and ‘‘such
date of enactment’’, which were translated as meaning
the date of enactment of Pub. L. 100–233, which amend-
ed this section generally, to reflect the probable intent
of Congress.

Section 2156 of this title, referred to in subsec. (e)(1),
was repealed by Pub. L. 100–233, title II, § 204(b), Jan. 6,
1988, 101 Stat. 1607.

For text of section 2160 of this title in effect before
January 6, 1988, referred to in subsec. (e)(1), see 1988
Amendment note below.

AMENDMENTS

1992—Subsec. (d)(2). Pub. L. 102–552 amended par. (2)
generally. Prior to amendment, par. (2) read as follows:

‘‘(A) ASSISTANCE BOARD.—During the period in which
the Assistance Board is in existence, the board of direc-
tors of the Assistance Board shall designate one of its
directors to serve as a nonvoting representative to the
board of directors of the Corporation.

‘‘(B) INSURANCE CORPORATION.—After such period, the
board of directors of the Farm Credit System Insurance
Corporation may designate one of its directors to serve
as a nonvoting representative to the board of directors
of the Corporation.

‘‘(C) MEETINGS.—The persons so designated by the As-
sistance Board and by the Farm Credit System Insur-
ance Corporation may attend and participate in all de-
liberations of the board of directors of the Corpora-
tion.’’

1988—Pub. L. 100–233 amended section generally. Prior
to amendment, section read as follows: ‘‘A fiscal agen-
cy shall be established by the banks for such of their
functions relating to the issuance, marketing, and han-
dling of their obligations, and interbank or intersystem
flow of funds as may from time to time be required.’’

Subsec. (b)(3). Pub. L. 100–399, § 203(b), inserted ‘‘pred-
ecessor Federal Farm Credit Banks’’ before ‘‘Funding
Corporation’’.

Subsec. (d)(2)(B), (C). Pub. L. 100–399, § 203(c), sub-
stituted ‘‘directors of the Corporation’’ for ‘‘directors
of the Federal Farm Credit Banks Funding Corpora-
tion’’.

Subsec. (e). Pub. L. 100–399, § 203(d), amended subsec.
(e) generally. Prior to amendment, subsec. (e) read as
follows: ‘‘Until a quorum of the board of directors of
the Corporation is elected or appointed, the finance
committee established under section 2156 of this title
in effect before January 6, 1988, and the fiscal agency
established under section 2160 of this title in effect be-
fore January 6, 1988, shall continue to operate as if this
section had not been enacted.’’

Subsec. (f). Pub. L. 100–399, § 203(a), added subsec. (f).

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which

was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

§ 2161. Repealed. Pub. L. 100�399, title I, § 101(a),
Aug. 17, 1988, 102 Stat. 989

Section, Pub. L. 92–181, title IV, § 4.9A, as added Pub.
L. 99–205, title I, § 105, Dec. 23, 1985, 99 Stat. 1687, author-
ized a central reserve for Farm Credit System.

EFFECTIVE DATE OF REPEAL

Repeal effective immediately after enactment of Pub.
L. 100–233, approved Jan. 6, 1988, see section 1001(a) of
Pub. L. 100–399, set out as a note under section 2002 of
this title.

§ 2162. Protection of borrower stock

(a) Retirement of stock
Notwithstanding any other section of this

chapter, each institution of the Farm Credit
System, when retiring eligible borrower stock in
accordance with this chapter, shall retire such
stock at par value.
(b) Certain powers not affected

This section does not affect the authority of
any institution of the Farm Credit System—

(1) to retire or cancel borrower stock at par
value for application against a loan in default;

(2) to cancel borrower stock at par value
under section 2202b of this title; or

(3) to apply, against any outstanding indebt-
edness to a System association arising out of
or in connection with a liquidation referred to
in subsection (d)(2) of this section, the par
value of borrower stock frozen in such liquida-
tion.

(c) Inability to retire stock at par value
If an institution is unable to retire eligible

borrower stock at par value due to the liquida-
tion of the institution, the receiver of the insti-
tution shall retire such stock at par value as
would have been retired in the ordinary course
of business of the institution, and—

(1) during the 5-year period beginning on
January 6, 1988, the Assistance Board shall di-
rect the Financial Assistance Corporation to
provide the receiver with sufficient funds to
enable the receiver to carry out this sub-
section; and

(2) after such 5-year period, the Farm Credit
System Insurance Corporation shall provide
the receiver with sufficient funds from the
Farm Credit Insurance Fund to enable the re-
ceiver to carry out this subsection.

(d) Definitions
For purposes of this section:
(1) Borrower stock

The term ‘‘borrower stock’’ means voting
and nonvoting stock, equivalent contributions
to a guaranty fund, participation certificates,
allocated equities, and other similar equities
that are subject to retirement under a revolv-
ing cycle issued by any System institution and
held by any person other than any System in-
stitution.
(2) Eligible borrower stock

The term ‘‘eligible borrower stock’’ means
borrower stock that—

(A) is outstanding on January 6, 1988;
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(B) is issued or allocated after January 6,
1988, but prior to the earlier of—

(i) in the case of each bank and associa-
tion, the date of approval, by the stock-
holders of such bank or association, of the
capitalization requirements of the institu-
tion in accordance with section 2154a of
this title; or

(ii) the date that is 9 months after Janu-
ary 6, 1988;

(C) was, after January 1, 1983, but before
January 6, 1988, frozen by an institution that
was placed in liquidation; or

(D) was retired at less than par value by an
institution that was placed in liquidation
after January 1, 1983, but before January 6,
1988.

(3) Institution
The term ‘‘institution’’ means a bank or as-

sociation chartered under this chapter.

(4) Par value
The term ‘‘par value’’ means—

(A) in the case of stock, par value;
(B) in the case of participation certificates

and other equities and interests not de-
scribed in subparagraph (C), face or equiva-
lent value; or

(C) in the case of participation certificates
and allocated equities subject to retirement
under a revolving cycle but that a System
institution elects to retire out of order for
application against a loan in default or
otherwise as provided in this chapter, par or
face value discounted, at a rate determined
by the institution, to reflect the present
value of the equity or interest as of the date
of such retirement.

(Pub. L. 92–181, title IV, § 4.9A, as added Pub. L.
100–233, title I, § 101, Jan. 6, 1988, 101 Stat. 1572;
amended Pub. L. 100–399, title I, § 101(b)–(d), Aug.
17, 1988, 102 Stat. 989.)

PRIOR PROVISIONS

A prior section 4.9A of Pub. L. 92–181, which author-
ized a central reserve for Farm Credit System, was
classified to section 2161 of this title and was repealed
by Pub. L. 100–399, § 101(a).

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–399, § 101(b), struck out
provision that an institution whose capital stock is im-
paired coordinate retirement of stock under this sec-
tion with the activities of the Assistance Board and the
Financial Assistance Corporation.

Subsec. (c). Pub. L. 100–399, § 101(c), inserted ‘‘stock’’
in subsec. heading and amended text generally. Prior to
amendment, text read as follows: ‘‘If an institution is
unable to retire eligible borrower stock at par value
due to the freezing of such stock during a liquidation
of the institution, the receiver of the institution shall
retire such stock at par value as would have been re-
tired in the ordinary course of business of the institu-
tion and the Financial Assistance Corporation, on re-
quest of the Assistance Board, shall provide the re-
ceiver with sufficient funds to enable the receiver to
carry out this subsection.’’

Subsec. (d)(2)(B). Pub. L. 100–399, § 101(d), in introduc-
tory provision substituted ‘‘issued or allocated’’ for
‘‘required to be purchased, and is purchased, as a condi-
tion of obtaining a loan made’’ and in cl. (i) substituted
‘‘section 2154a of this title’’ for ‘‘section 4.9B’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2154a, 2199,
2277a–9, 2278b–6 of this title.

PART B—DISSOLUTION

AMENDMENTS

1988—Pub. L. 100–233, title IV, § 418(a)(1), formerly
§ 415(a)(1), Jan. 6, 1988, 101 Stat. 1653, renumbered
§ 418(a)(1), Pub. L. 100–399, title IV, § 409(a), Aug. 17, 1988,
102 Stat. 1003, substituted ‘‘Dissolution’’ for ‘‘Dissolu-
tion and merger’’ as part B heading.

§§ 2181, 2182. Repealed. Pub. L. 100�233, title IV,
§ 418(a)(2), (3), formerly § 415(a)(2), (3), Jan. 6,
1988, 101 Stat. 1653; renumbered § 418(a)(2),
(3), Pub. L. 100�399, title IV, § 409(a), Aug. 17,
1988, 102 Stat. 1003

Section 2181, Pub. L. 92–181, title IV, § 4.10, Dec. 10,
1971, 85 Stat. 612; Pub. L. 96–592, title IV, § 402, Dec. 24,
1980, 94 Stat. 3446, related to merger of similar banks.

Section 2182, Pub. L. 92–181, title IV, § 4.11, Dec. 10,
1971, 85 Stat. 612; Pub. L. 99–205, title II, § 205(f)(4), Dec.
23, 1985, 99 Stat. 1706, related to board of directors for
merged bank.

§ 2183. Dissolution; voluntary or involuntary liq-
uidation; mergers; receiverships or conserva-
tors

(a) Voluntary liquidation; consent of Farm Cred-
it Administration; rules and regulations;
minimization of adverse effect; voluntary
merger; mandatory merger on failure to com-
ply or meet obligations

No institution of the System shall go into vol-
untary liquidation without the consent of the
Farm Credit Administration and with such con-
sent may liquidate only in accordance with reg-
ulations prescribed by the Farm Credit Adminis-
tration. In the case of a voluntary liquidation of
an association, such regulations, among other
things, shall direct the supervising bank to in-
stitute such measures as it deems appropriate to
minimize the adverse effect of the liquidation on
those borrowers whose loans are purchased by or
otherwise transferred to another System insti-
tution. The Farm Credit Administration Board
may require an association to merge with an-
other association whenever it determines, with
the concurrence of the board of the supervising
bank, that an association has failed to meet its
outstanding obligations or failed to conduct its
operations in accordance with this chapter.

(b) Appointment of conservator or receiver;
grounds; action for removal; stay of actions
or proceedings

The Farm Credit Administration Board may
appoint a conservator or receiver for any Sys-
tem institution on the determination by the
Farm Credit Administration Board that one or
more of the following exists, or is occurring,
with respect to the institution: (1) insolvency, in
that the assets of the institution are less than
its obligations to its creditors and others, in-
cluding its members; (2) substantial dissipation
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of assets or earnings due to any violation of law,
rules, or regulations, or to any unsafe or un-
sound practice; (3) an unsafe or unsound condi-
tion to transact business; (4) willful violation of
a cease and desist order that has become final;
(5) concealment of books, papers, records, or as-
sets of the institution or refusal to submit
books, papers, records, or other material relat-
ing to the affairs of the institution for inspec-
tion to any examiner or to any lawful agent of
the Farm Credit Administration; (6) the institu-
tion is unable to timely pay principal or interest
on any insured obligation (as defined in section
2277a(3) of this title) issued by the institution.
The Farm Credit Administration Board shall
have exclusive power and jurisdiction to appoint
a conservator or receiver, and such receiver or
conservator, after the 5-year period beginning
on January 6, 1988, shall be the Farm Credit Sys-
tem Insurance Corporation. If the Farm Credit
Administration Board determines that a ground
for the appointment of a conservator or receiver
as herein provided exists, the Farm Credit Ad-
ministration Board may appoint ex parte and
without notice a conservator or receiver for the
institution. In the event of such appointment,
the institution, within thirty days thereafter,
may bring an action in the United States dis-
trict court for the judicial district in which the
home office of such institution is located, or in
the United States District Court for the District
of Columbia, for an order requiring the Farm
Credit Administration Board to remove such
conservator or receiver, and the court shall on
the merits, dismiss such action or direct the
Farm Credit Administration Board to remove
such conservator or receiver. On the commence-
ment of such an action, the court having juris-
diction of any other action or enforcement pro-
ceeding authorized under this chapter to which
the institution is a party shall stay such action
or proceeding during the pendency of the action
for removal of the conservator or receiver.

(c) Involuntary liquidation; rules and regula-
tions; minimization of adverse effect

In the case of an involuntary liquidation of an
association, regulations of the Farm Credit Ad-
ministration, among other things, shall direct
the supervising bank to institute such measures
as it deems appropriate to minimize the adverse
effect of the liquidation on those borrowers
whose loans are purchased by or otherwise
transferred to another System institution.

(Pub. L. 92–181, title IV, § 4.12, Dec. 10, 1971, 85
Stat. 612; Pub. L. 99–205, title I, § 102, title II,
§ 205(f)(5), title III, § 305, Dec. 23, 1985, 99 Stat.
1679, 1706, 1708; Pub. L. 100–233, title III, § 306,
title IV, § 418(a)(4), formerly § 415(a)(4), § 431(g),
title VIII, § 805(r), Jan. 6, 1988, 101 Stat. 1622, 1653,
1660, 1716, renumbered § 418(a)(4), Pub. L. 100–399,
title IV, § 409(a), Aug. 17, 1988, 102 Stat. 1003; Pub.
L. 100–399, title IX, § 901(f), Aug. 17, 1988, 102 Stat.
1007.)

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–399, § 901(f), substituted
‘‘board of the supervising bank’’ for ‘‘district board’’.

Pub. L. 100–233, § 415(a)(4), struck out third sentence
which provided that Associations may voluntarily
merge with other like associations upon the vote of a

majority of each of their stockholders present and vot-
ing or voting by written proxy at duly authorized meet-
ings, and with the approval of the supervising bank and
the Farm Credit Administration, and substituted
‘‘Board may require an association to merge with an-
other association’’ for ‘‘may require such merger’’ in
fourth sentence.

Subsec. (b). Pub. L. 100–233, § 431(g), substituted
‘‘Farm Credit Administration Board’’ for ‘‘Farm Credit
Administration’’ wherever appearing other than in cl.
(5).

Pub. L. 100–233, § 306, added cl. (6) and inserted ‘‘, and
such receiver or conservator, after the 5-year period be-
ginning on January 6, 1988, shall be the Farm Credit
System Insurance Corporation’’ before the period at
end of second sentence.

Pub. L. 100–233, § 805(r), substituted ‘‘court shall’’ for
‘‘court, shall’’.

1985—Subsec. (a). Pub. L. 99–205, § 205(f)(5), substituted
‘‘Farm Credit Administration’’ for ‘‘Federal Farm
Credit Board’’ in last sentence.

Pub. L. 99–205, § 305(a), inserted after first sentence a
sentence requiring the regulations, in the case of a vol-
untary liquidation of an association, to direct the su-
pervising bank to institute appropriate measures to
minimize the adverse effect of the liquidation on bor-
rowers whose loans are purchased by or otherwise
transferred to another System institution.

Subsec. (b). Pub. L. 99–205, § 102, in revising subsec.
(b), substituted expanded provisions respecting ap-
pointment of conservator or receiver for former provi-
sion, which read as follows: ‘‘Upon default of any obli-
gation by any institution of the System, such institu-
tion may be declared insolvent and placed in the hands
of a conservator or a receiver appointed by the Gov-
ernor and the proceedings thereon shall be in accord-
ance with regulations of the Farm Credit Administra-
tion regarding such insolvencies.’’

Subsec. (c). Pub. L. 99–205, § 305(b), added subsec. (c).

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2278a–6, 2279cc
of this title.

§ 2184. Communications with stockholders

(a) Provision of stockholder lists
(1) In general

Within 7 days after receipt of a written re-
quest by a stockholder, a bank for coopera-
tives, Federal land bank association, or pro-
duction credit association shall provide a cur-
rent list of its stockholders to such requesting
stockholder.
(2) Conditions

As a condition of providing a stockholder
list under paragraph (1), the bank or associa-
tion may require that the stockholder agree
and certify in writing that the stockholder
will—

(A) use the list exclusively for commu-
nicating with stockholders for permissible
purposes; and

(B) not make the list available to any per-
son, other than the stockholder’s attorney
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or accountant, without first obtaining the
written consent of the institution.

(b) Alternative communications
(1) Request to issue

As an alternative to receiving a list of
stockholders, a stockholder may request the
institution to mail or otherwise furnish to
each stockholder a communication for a per-
missible purpose on behalf of the requesting
stockholder.
(2) When permissible

Alternative communications may be used, at
the discretion of the requesting stockholder, if
the requester agrees to defray the reasonable
costs of the communication. If the requester
decides to exercise this option, the institution
shall provide the requester with a written esti-
mate of the costs of handling and mailing the
communication as soon as is practicable after
receipt of the stockholder’s request to furnish
the communication.

(Pub. L. 92–181, title IV, § 4.12A, as added Pub. L.
100–233, title IV, § 420, Jan. 6, 1988, 101 Stat. 1653.)

PART C—RIGHTS OF BORROWERS; LOAN
RESTRUCTURING

AMENDMENTS

1988—Pub. L. 100–233, title VIII, § 804(b), Jan. 6, 1988,
101 Stat. 1715, substituted ‘‘Rights of Borrowers; Loan
Restructuring’’ for ‘‘Rights of Applicants’’ as part C
heading.

§ 2199. Disclosure

(a) In general
In accordance with regulations of the Farm

Credit Administration, qualified lenders shall
provide to borrowers, for all loans that are not
subject to the Truth in Lending Act (15 U.S.C.
1601 et seq.), meaningful and timely disclosure
not later than the time of the loan closing, of—

(1) the current rate of interest on the loan;
(2) in the case of an adjustable or variable

rate loan, the amount and frequency by which
the interest rate can be increased during the
term of the loan or, if there are no such limi-
tations, a statement to that effect, and the
factors (including the cost of funds, operating
expenses, and provision for loan losses) that
will be taken into account by the qualified
lender in determining adjustments to the in-
terest rate;

(3) the effect, as shown by a representative
example or examples, of any loan origination
charges or purchases of stock or participation
certificates on the effective rate of interest;

(4) any change in the interest rate applicable
to the borrower’s loan, and notice to the bor-
rower of a change in the interest rate applica-
ble to the loan of the borrower may be made
within a reasonable time after the effective
date of an increase or decrease in the interest
rate;

(5) except with respect to stock guaranteed
under section 2162 of this title, a statement in-
dicating that stock that is purchased is at
risk; and

(6) a statement indicating the various types
of loan options available to borrowers, with an

explanation of the terms and borrowers’ rights
that apply to each type of loan.

(b) Differential interest rates
A qualified lender offering more than one rate

of interest to borrowers shall, at the request of
a borrower of a loan—

(1) provide a review of the loan to determine
if the proper interest rate has been estab-
lished;

(2) explain to the borrower in writing the
basis for the interest rate charged; and

(3) explain to the borrower in writing how
the credit status of the borrower may be im-
proved to receive a lower interest rate on the
loan.

(Pub. L. 92–181, title IV, § 4.13, as added Pub. L.
99–205, title III, § 301(b), Dec. 23, 1985, 99 Stat.
1707; amended Pub. L. 100–233, title I, §§ 103, 109,
Jan. 6, 1988, 101 Stat. 1579, 1584; Pub. L. 104–105,
title II, § 207, Feb. 10, 1996, 110 Stat. 173.)

REFERENCES IN TEXT

The Truth in Lending Act, referred to in subsec. (a),
is title I of Pub. L. 90–321, May 29, 1968, 82 Stat. 146, as
amended, which is classified generally to subchapter I
(§ 1601 et seq.) of chapter 41 of Title 15, Commerce and
Trade. For complete classification of this Act to the
Code, see Short Title note set out under section 1601 of
Title 15 and Tables.

PRIOR PROVISIONS

A prior section 4.13 of Pub. L. 92–181, title IV, Dec. 10,
1971, 85 Stat. 613, was renumbered section 4.13B by Pub.
L. 99–205, title III, § 301(a), Dec. 23, 1985, 99 Stat. 1707,
and is classified to section 2201 of this title.

AMENDMENTS

1996—Subsec. (a)(4). Pub. L. 104–105 inserted before
semicolon at end ‘‘, and notice to the borrower of a
change in the interest rate applicable to the loan of the
borrower may be made within a reasonable time after
the effective date of an increase or decrease in the in-
terest rate’’.

1988—Pub. L. 100–233, § 109, designated existing provi-
sions as subsec. (a), inserted heading, and added subsec.
(b).

Pub. L. 100–233, § 103, amended section generally, sub-
stituting introductory provisions and cls. (1) to (6) for
former subsecs. (a) and (b).

EFFECTIVE DATE

Section effective thirty days after Dec. 23, 1985, see
section 401 of Pub. L. 99–205, set out as an Effective
Date of 1985 Amendment note under section 2001 of this
title.

§ 2200. Access to documents and information

In accordance with regulations of the Farm
Credit Administration, qualified lenders shall
provide their borrowers, at the time of execu-
tion of loans, copies of all documents signed by
the borrower and at any time thereafter, on a
borrower’s request, copies of all documents
signed or delivered by the borrower and at any
time, on request, a copy of the institution’s arti-
cles of incorporation or charter and bylaws and
copies of each appraisal of the borrower’s assets
made or used by the qualified lender.

(Pub. L. 92–181, title IV, § 4.13A, as added Pub. L.
99–205, title III, § 301(b), Dec. 23, 1985, 99 Stat.
1707; amended Pub. L. 100–233, title I, § 104, Jan.
6, 1988, 101 Stat. 1579.)
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AMENDMENTS

1988—Pub. L. 100–233 substituted ‘‘qualified lenders’’
for ‘‘System institutions’’ and inserted ‘‘and copies of
each appraisal of the borrower’s assets made or used by
the qualified lender’’ before period at end.

EFFECTIVE DATE

Section effective thirty days after Dec. 23, 1985, see
section 401 of Pub. L. 99–205, set out as an Effective
Date of 1985 Amendment note under section 2001 of this
title.

§ 2201. Notice of action on application

(a) Loan applications
Each qualified lender to which a person has

applied for a loan shall provide the person with
prompt written notice of—

(1) the action on the application;
(2) if the loan applied for is reduced or de-

nied, the reasons for such action; and
(3) the applicant’s right to review under sec-

tion 2202 of this title.
(b) Distressed loans

Each qualified lender that has a distressed
loan outstanding that is subject to restructuring
requirements under this chapter shall provide,
in accordance with regulations prescribed by the
Farm Credit Administration, the borrower with
prompt written notice of—

(1) any action taken with respect to restruc-
turing the loan under section 2202a of this
title;

(2) if restructuring is denied, the reasons for
such action; and

(3) the borrower’s right to review under sec-
tion 2202 of this title.

(Pub. L. 92–181, title IV, § 4.13B, formerly § 4.13,
Dec. 10, 1971, 85 Stat. 613, renumbered § 4.13B and
amended Pub. L. 99–205, title III, §§ 301(a), 302,
Dec. 23, 1985, 99 Stat. 1707, 1708; Pub. L. 100–233,
title I, § 105, Jan. 6, 1988, 101 Stat. 1579.)

AMENDMENTS

1988—Pub. L. 100–233 amended section generally. Prior
to amendment, section read as follows: ‘‘Every appli-
cant for a loan from an institution of the System shall
be entitled to prompt written notice of action on his
application, and, if the loan applied for is reduced or
denied, the reason for such action, and of the appli-
cant’s right to review under section 2202 of this title.’’

1985—Pub. L. 99–205, § 302, provided for a ‘‘written’’ no-
tice and for the applicant’s right to review under sec-
tion 2202 of this title.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2202 of this title.

§ 2202. Reconsideration of actions

(a) Credit review committees
(1) In general

The board of directors of each qualified lend-
er shall establish one or more credit review
committees, which shall include farmer board
representation.
(2) Membership

In no case shall a loan officer involved in the
initial decision on a loan serve on the credit

review committee when the committee re-
views such loan.

(b) Review of decisions
(1) Denials or reductions

Any applicant for a loan from a qualified
lender that has received a written notice is-
sued under section 2201 of this title of a deci-
sion to deny or reduce the loan applied for
may submit a written request, not later than
30 days after receiving a notice denying or re-
ducing the amount of the loan application, to
obtain a review of the decision before the cred-
it review committee.
(2) Denials of restructuring

A borrower of a loan from a qualified lender
that has received notice, under section 2201 of
this title, of a decision to deny loan restruc-
turing with respect to a loan made to the bor-
rower, if the borrower so requests in writing
within 7 days after receiving such notice, may
obtain a review of such decision in person be-
fore the credit review committee.

(c) Personal appearance
An applicant for a loan or for restructuring,

who is entitled to and has requested a review
under this section, may appear in person before
the credit review committee, and may be accom-
panied by counsel or by any other representa-
tive of such person’s choice, to seek a reversal of
the decision on the application under review.
(d) Independent appraisal

(1) In general
An appeal filed with a credit review commit-

tee under this section may include, as a part
of the request for a review of the decision filed
under subsection (b)(1) or (2) of this section, a
request for an independent appraisal, by an ac-
credited appraiser, of any interests in property
securing the loan (other than the stock or par-
ticipation certificates of the qualified lender
held by the borrower).
(2) Arrangement and cost

Within 30 days after a request for an ap-
praisal under paragraph (1), the credit review
committee shall present the borrower with a
list of three appraisers approved by the appro-
priate qualified lender from which the bor-
rower shall select an appraiser to conduct the
appraisal the cost of which shall be borne by
the borrower, and shall consider the results of
such appraisal in any final determination with
respect to the loan.
(3) Copy to borrower

A copy of any appraisal made under this sub-
section shall be provided to the borrower.
(4) Additional collateral

An independent appraisal shall be permitted
if additional collateral for a loan is demanded
by the qualified lender when determining
whether to restructure the loan.

(e) Notification of applicant
Promptly after a review by the credit review

committee, the committee shall notify the ap-
plicant or borrower, as the case may be, in writ-
ing of the decision of the committee and the rea-
sons for the decision.
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(Pub. L. 92–181, title IV, § 4.14, Dec. 10, 1971, 85
Stat. 613; Pub. L. 99–205, title III, § 303, Dec. 23,
1985, 99 Stat. 1708; Pub. L. 100–233, title I, § 106,
title VIII, § 805(s), Jan. 6, 1988, 101 Stat. 1580, 1716;
Pub. L. 100–399, title I, § 103, title VII, § 702(b),
Aug. 17, 1988, 102 Stat. 990, 1006.)

AMENDMENTS

1988—Pub. L. 100–233, § 805(s), which directed amend-
ment of this section by substituting ‘‘committees’’ for
‘‘committee(s)’’, ‘‘2201’’ for ‘‘2199’’, and ‘‘review’’ for
‘‘reviews’’, was repealed by Pub. L. 100–399, § 702(b). See
Construction of 1988 Amendment note below.

Pub. L. 100–233, § 106, amended section generally.
Prior to amendment, section read as follows: ‘‘The
board of directors of each Farm Credit System institu-
tion shall establish one or more credit review commit-
tee(s), which shall include farmer board
respresentation. [sic] Any loan applicant who has re-
ceived written notice, under section 2199 of this title, of
a decision to deny or reduce the loan applied for, if the
applicant so requests in writing within thirty days
after receiving such notice, may obtain a review of
such decision in person before the credit review com-
mittee. When a loan applicant requests review of an ad-
verse credit decision, a majority of persons serving on
such reviews committee must be persons who were not
involved in making the adverse decision. Promptly
after any such review, the applicant shall be notified in
writing of the credit review committee’s decision and
the reasons therefor.’’

Subsec. (b)(1). Pub. L. 100–399, § 103(a), substituted
‘‘before the’’ for ‘‘by a’’.

Subsec. (d)(1). Pub. L. 100–399, § 103(b), inserted ‘‘or
(2)’’.

1985—Pub. L. 99–205, in amending section generally,
substituted provisions respecting reconsideration of ac-
tion on loan application for prior reconsideration pro-
visions which read as follows: ‘‘Any applicant who has
reason to believe that the action on his application by
an association failed to take into account facts perti-
nent to his application, or has misinterpreted or failed
to properly apply the applicable law or rules and regu-
lations governing his application, may, if he so re-
quests in writing within thirty days of the date of that
notice, request an informal hearing on his application
and the action of the association in reduction or denial
thereof, or the reason for such action, in person before
the loan committee or officer or employee thereof au-
thorized to act on applications under section 2033(11) or
2093(18) of this title. Promptly after such a hearing, he
shall be notified of the decision upon reconsideration
and the reasons therefor.’’

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

CONSTRUCTION OF 1988 AMENDMENT

Section 702(b) of Pub. L. 100–399 provided that section
805(s) of Pub. L. 100–233, cited as a credit to this section,
is repealed and that this section shall be applied and
administered as if such section had not been enacted.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2201, 2202a,
2202d, 2279aa–9 of this title.

§ 2202a. Restructuring distressed loans

(a) Definitions
As used in this part:

(1) Application for restructuring
The term ‘‘application for restructuring’’

means a written request—
(A) from a borrower for the restructuring

of a distressed loan in accordance with a pre-
liminary restructuring plan proposed by the
borrower as a part of the application;

(B) submitted on the appropriate forms
prescribed by the qualified lender; and

(C) accompanied by sufficient financial in-
formation and repayment projections, where
appropriate, as required by the qualified
lender to support a sound credit decision.

(2) Cost of foreclosure
The term ‘‘cost of foreclosure’’ includes—

(A) the difference between the outstanding
balance due on a loan made by a qualified
lender and the liquidation value of the loan,
taking into consideration the borrower’s re-
payment capacity and the liquidation value
of the collateral used to secure the loan;

(B) the estimated cost of maintaining a
loan as a nonperforming asset;

(C) the estimated cost of administrative
and legal actions necessary to foreclose a
loan and dispose of property acquired as the
result of the foreclosure, including attor-
neys’ fees and court costs;

(D) the estimated cost of changes in the
value of collateral used to secure a loan dur-
ing the period beginning on the date of the
initiation of an action to foreclose or liq-
uidate the loan and ending on the date of the
disposition of the collateral; and

(E) all other costs incurred as the result of
the foreclosure or liquidation of a loan.

(3) Distressed loan
The term ‘‘distressed loan’’ means a loan

that the borrower does not have the financial
capacity to pay according to its terms and
that exhibits one or more of the following
characteristics:

(A) The borrower is demonstrating adverse
financial and repayment trends.

(B) The loan is delinquent or past due
under the terms of the loan contract.

(C) One or both of the factors listed in sub-
paragraphs (A) and (B), together with inad-
equate collateralization, present a high
probability of loss to the lender.

(4) Foreclosure proceeding
The term ‘‘foreclosure proceeding’’ means—

(A) a foreclosure or similar legal proceed-
ing to enforce a lien on property, whether
real or personal, that secures a nonaccrual
or distressed loan; or

(B) the seizing of and realizing on nonreal
property collateral, other than collateral
subject to a statutory lien arising under sub-
chapter I or II of this chapter, to effect col-
lection of a nonaccrual or distressed loan.

(5) Loan
(A) In general

Subject to subparagraph (B), the term
‘‘loan’’ means a loan made to a farmer,
rancher, or producer or harvester of aquatic
products, for any agricultural or aquatic
purpose and other credit needs of the bor-
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rower, including financing for basic process-
ing and marketing directly related to the
borrower’s operations and those of other eli-
gible farmers, ranchers, and producers or
harvesters of aquatic products.
(B) Exclusion for loans designated for sale

into secondary market
(i) In general

Except as provided in clause (ii), the
term ‘‘loan’’ does not include a loan made
on or after February 10, 1996, that is des-
ignated, at the time the loan is made, for
sale into a secondary market.
(ii) Unsold loans

(I) In general
Except as provided in subclause (II), if

a loan designated for sale under clause
(i) is not sold into a secondary market
during the 180-day period that begins on
the date of the designation, the provi-
sions of this section and sections 2202,
2202b, 2202c, 2202d, and 2219a of this title
that would otherwise apply to the loan
in the absence of the exclusion described
in clause (i) shall become effective with
respect to the loan.
(II) Later sale

If a loan described in subclause (I) is
sold into a secondary market after the
end of the 180-day period described in
subclause (I), subclause (I) shall not
apply with respect to the loan beginning
on the date of the sale.

(6) Qualified lender
The term ‘‘qualified lender’’ means—

(A) a System institution that makes loans
(as defined in paragraph (5)) except a bank
for cooperatives; and

(B) each bank, institution, corporation,
company, union, and association described
in section 2015(b)(1)(B) of this title but only
with respect to loans discounted or pledged
under section 2015(b)(1) of this title.

(7) Restructure and restructuring
The terms ‘‘restructure’’ and ‘‘restructur-

ing’’ include rescheduling, reamortization, re-
newal, deferral of principal or interest, mone-
tary concessions, and the taking of any other
action to modify the terms of, or forbear on, a
loan in any way that will make it probable
that the operations of the borrower will be-
come financially viable.

(b) Notice
(1) In general

On a determination by a qualified lender
that a loan made by the lender is or has be-
come a distressed loan, the lender shall pro-
vide written notice to the borrower that the
loan may be suitable for restructuring, and in-
clude with such notice—

(A) a copy of the policy of the lender es-
tablished under subsection (g) of this section
that governs the treatment of distressed
loans; and

(B) all materials necessary to enable the
borrower to submit an application for re-
structuring on the loan.

(2) Notice before foreclosure
Not later than 45 days before any qualified

lender begins foreclosure proceedings with re-
spect to a loan outstanding to any borrower,
the lender shall notify the borrower that the
loan may be suitable for restructuring and
that the lender will review any such suitable
loan for restructuring, and shall include with
such notice a copy of the policy and the mate-
rials described in paragraph (1).
(3) Limitation on foreclosure

No qualified lender may foreclose or con-
tinue any foreclosure proceeding with respect
to any distressed loan before the lender has
completed any pending consideration of the
loan for restructuring under this section.

(c) Meetings
On determination by a qualified lender that a

loan made by the lender is or has become a dis-
tressed loan, the lender shall provide a reason-
able opportunity for the borrower thereof to per-
sonally meet with a representative of the lend-
er—

(1) to review the status of the loan, the fi-
nancial condition of the borrower, and the
suitability of the loan for restructuring; and

(2) with respect to a loan that is in non-
accrual status, to develop a plan for restruc-
turing the loan if the loan is suitable for re-
structuring.

(d) Consideration of applications
(1) In general

When a qualified lender receives an applica-
tion for restructuring from a borrower, the
qualified lender shall determine whether or
not to restructure the loan, taking into con-
sideration—

(A) whether the cost to the lender of re-
structuring the loan is equal to or less than
the cost of foreclosure;

(B) whether the borrower is applying all
income over and above necessary and rea-
sonable living and operating expenses to the
payment of primary obligations;

(C) whether the borrower has the financial
capacity and the management skills to pro-
tect the collateral from diversion, dissipa-
tion, or deterioration;

(D) whether the borrower is capable of
working out existing financial difficulties,
reestablishing a viable operation, and repay-
ing the loan on a rescheduled basis; and

(E) in the case of a distressed loan that is
not delinquent, whether restructuring con-
sistent with sound lending practices may be
taken to reasonably ensure that the loan
will not become a loan that it is necessary
to place in nonaccrual status.

(2) Applications not required for restructuring
plans

This section shall not prevent a qualified
lender from proposing a restructuring plan for
an individual borrower in the absence of an ap-
plication for restructuring from the borrower.

(e) Restructuring
(1) In general

If a qualified lender determines that the po-
tential cost to such qualified lender of restruc-
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turing the loan in accordance with a proposed
restructuring plan is less than or equal to the
potential cost of foreclosure, the qualified
lender shall restructure the loan in accordance
with the plan.
(2) Computation of cost of restructuring

In determining whether the potential cost to
the qualified lender of restructuring a dis-
tressed loan is less than or equal to the poten-
tial cost of foreclosure, a qualified lender shall
consider all relevant factors, including—

(A) the present value of interest income
and principal forgone by the lender in carry-
ing out the restructuring plan;

(B) reasonable and necessary administra-
tive expenses involved in working with the
borrower to finalize and implement the re-
structuring plan;

(C) whether the borrower has presented a
preliminary restructuring plan and cash-
flow analysis taking into account income
from all sources to be applied to the debt
and all assets to be pledged, showing a rea-
sonable probability that orderly debt retire-
ment will occur as a result of the proposed
restructuring; and

(D) whether the borrower has furnished or
is willing to furnish complete and current fi-
nancial statements in a form acceptable to
the institution.

(f) Least cost alternative
If two or more restructuring alternatives are

available to a qualified lender under this section
with respect to a distressed loan, the lender
shall restructure the loan in conformity with
the alternative that results in the least cost to
the lender.
(g) Restructuring policy

(1) Establishment
Each bank board of directors shall develop a

policy within 60 days after January 6, 1988,
that is consistent with this section, to govern
the restructuring of distressed loans. Such
policy shall constitute the restructuring pol-
icy of each qualified lender within the district.
(2) Contents of policy

The policy established under paragraph (1)
shall include an explanation of—

(A) the procedure for submitting an appli-
cation for restructuring; and

(B) the right of borrowers with distressed
loans to seek review by a credit review com-
mittee in accordance with section 2202 of
this title of a denial of an application for re-
structuring.

(3) Submission of policy to FCA
Each bank board shall submit the policy of

the district governing the treatment of dis-
tressed loans under this section to the Farm
Credit Administration. Notwithstanding the
duty imposed by the preceding sentence, the
other duties imposed by this section shall take
effect on January 6, 1988.

(h) Reports
During the 5-year period beginning on January

6, 1988, each qualified lender shall submit semi-
annual reports to the Farm Credit Administra-
tion containing—

(1) the results of the review of distressed
loans of the lender; and

(2) the financial effect of loan restructurings
and liquidations on the lender.

(i) Compliance
The Farm Credit Administration may issue a

directive requiring compliance with any provi-
sion of this section to any qualified lender that
fails to comply with such provision.
(j) Permitted foreclosures

This section shall not be construed to prevent
any qualified lender from enforcing any contrac-
tual provision that allows the lender to fore-
close a loan, or from taking such other lawful
action as the lender deems appropriate, if the
lender has reasonable grounds to believe that
the loan collateral will be destroyed, dissipated,
consumed, concealed, or permanently removed
from the State in which the collateral is lo-
cated.
(k) Application of section

The time limitation prescribed in subsection
(b)(2) of this section, and the requirements of
subsection (c) of this section, shall not apply to
a loan that became a distressed loan before Jan-
uary 6, 1988, if the borrower and lender of the
loan are in the process of negotiating loan re-
structuring with respect to the loan.
(l) Assistance in restructuring

Each Farm Credit Bank, on request of any pro-
duction credit association, may assist the asso-
ciation in restructuring loans under this sec-
tion.

(Pub. L. 92–181, title IV, § 4.14A, as added Pub. L.
100–233, title I, § 102(a), Jan. 6, 1988, 101 Stat. 1574;
amended Pub. L. 100–399, title I, § 102(a)–(f), Aug.
17, 1988, 102 Stat. 990; Pub. L. 104–105, title II,
§ 208(a), Feb. 10, 1996, 110 Stat. 173.)

AMENDMENTS

1996—Subsec. (a)(5). Pub. L. 104–105 designated exist-
ing provisions as subpar. (A), inserted subpar. heading,
substituted ‘‘Subject to subparagraph (B), the term’’
for ‘‘The term’’, and added subpar. (B).

1988—Subsec. (a). Pub. L. 100–399, § 102(a), struck out
‘‘(other than in sections 2205 and 2206 of this title)’’
after ‘‘in this part’’.

Subsec. (a)(6)(B). Pub. L. 100–399, § 102(b), substituted
‘‘section 2015(b)(1)(B) of this title’’ for ‘‘section
2074(a)(2) of this title’’ and ‘‘section 2015(b)(1) of this
title’’ for ‘‘section 2074(a) of this title’’.

Subsec. (e)(1). Pub. L. 100–399, § 102(c), substituted
‘‘cost to such qualified’’ for ‘‘cost to a qualified’’.

Subsec. (g)(1). Pub. L. 100–399, § 102(d), substituted
‘‘bank’’ for ‘‘farm credit district’’.

Subsec. (g)(3). Pub. L. 100–399, § 102(e), substituted
‘‘bank board’’ for ‘‘district board’’.

Subsec. (l). Pub. L. 100–399, § 102(f), substituted ‘‘Farm
Credit Bank’’ for ‘‘Federal intermediate credit bank’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by section 102(b), (f) of Pub. L. 100–399 ef-
fective immediately after amendment made by section
401 of Pub. L. 100–233, which was effective 6 months
after Jan. 6, 1988, and amendment by section 102(a),
(c)–(e) of Pub. L. 100–399 effective as if enacted imme-
diately after enactment of Pub. L. 100–233, which was
approved Jan. 6, 1988, see section 1001 of Pub. L. 100–399,
set out as a note under section 2002 of this title.

SENSE OF CONGRESS

Section 102(b) of Pub. L. 100–233 provided that: ‘‘It is
the sense of Congress that the banks and associations
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(except banks for cooperatives) operating under the
Farm Credit Act of 1971 (12 U.S.C. 2001 et seq.) should
administer distressed loans to farmers with the objec-
tive of using the loan guarantee programs of the Farm-
ers Home Administration and other loan restructuring
measures, including participation in interest rate buy-
down programs that are Federally or State funded, and
other Federal and State sponsored financial assistance
programs that offer relief to financially distressed
farmers, as alternatives to foreclosure, considering the
availability and appropriateness of such programs on a
case-by-case basis.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2201, 2202b,
2202c, 2267, 2268, 2279aa–9 of this title.

§ 2202b. Effect of restructuring on borrower
stock

(a) Farm Credit Bank
If a Farm Credit Bank forgives and writes off,

under section 2202a of this title, any of the prin-
cipal outstanding on a loan made to any bor-
rower, the Federal land bank association of
which the borrower is a member and stockholder
shall cancel the same dollar amount of borrower
stock held by the borrower in respect of the
loan, up to the total amount of such stock, and,
to the extent provided for in the bylaws of the
bank relating to its capitalization, the bank
shall retire an equal amount of stock owned by
the Federal land bank association.

(b) Production credit association
If a production credit association forgives and

writes off, under section 2202a of this title, any
of the principal outstanding on a loan made to
any borrower, the association shall cancel the
same dollar amount of borrower stock held by
the borrower in respect of the loan, up to the
total amount of such stock.

(c) Retention of stock
Notwithstanding subsections (a) and (b) of this

section, the borrower shall be entitled to retain
at least one share of stock to maintain the bor-
rower’s membership and voting interest in the
association.

(Pub. L. 92–181, title IV, § 4.14B, as added Pub. L.
100–233, title I, § 102(a), Jan. 6, 1988, 101 Stat. 1577;
amended Pub. L. 100–399, title I, § 102(g), Aug. 17,
1988, 102 Stat. 990.)

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–399 substituted in sub-
sec. heading ‘‘Farm Credit Bank’’ for ‘‘Federal land
bank’’ and in text ‘‘a Farm Credit Bank’’ for ‘‘a Federal
land bank’’ and ‘‘, to the extent provided for in the by-
laws of the bank relating to capitalization, the bank
shall’’ for ‘‘the Federal land bank shall’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2162, 2202a,
2279aa–9 of this title.

§ 2202c. Review of restructuring denials

(a) Requirements for restructuring by System in-
stitutions

(1) Existing nonaccrual loans
Within 9 months after a qualified lender is

certified under section 2278a–4 of this title,
such lender shall review each loan that has
not been previously restructured and that is in
nonaccrual status on the date the lender is
certified, and determine whether to restruc-
ture the loan.

(2) New nonaccrual loans
Within 6 months after a loan made by a cer-

tified lender is placed in nonaccrual status,
the lender shall determine whether to restruc-
ture the loan.

(b) Special asset groups
(1) Establishment

Within 30 days after a qualified lender in a
district is certified to issue preferred stock
under section 2278b–7 of this title, the Farm
Credit Bank board shall establish a special
asset group that shall review each determina-
tion by the lender not to restructure a loan.

(2) Restructuring plan
If a special asset group determines under

paragraph (1) that a loan under review should
be restructured, the group shall prescribe a re-
structuring plan for the loan that the quali-
fied lender shall implement.

(c) National Special Asset Council
(1) Establishment

A National Special Asset Council shall be es-
tablished by the Assistance Board to—

(A) monitor compliance with the restruc-
turing requirements of this section by quali-
fied lenders certified to issue preferred stock
under section 2278b–7 of this title, and by
special asset groups established under sub-
section (b) of this section; and

(B) review a sample of determinations
made by each special asset group that a loan
will not be restructured.

(2) Review of determination
The National Special Asset Council shall re-

view a sufficient number of determinations
made by each special asset group to foreclose
on any loan to assure the Council that such
group is complying with this section. With re-
gard to each determination reviewed, the
Council shall make an independent judgment
on the merits of the decision to foreclose rath-
er than restructure the loan.

(3) Noncompliance
If the National Special Asset Council deter-

mines that any special asset group is not in
substantial compliance with this section, the
Council shall notify the group of the deter-
mination, and may take such other action as
the Council considers necessary to ensure that
such group complies with this section.

(d) Report
With respect to determinations by a special

asset group that a loan will not be restructured,
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the special asset group shall submit to the Na-
tional Special Asset Council a report evaluating
the loan and the basis for the determination
that the loan should not be restructured.

(e) Restructuring factors
In determining whether a loan is to be restruc-

tured, the National Special Asset Council, each
special asset group, and each qualified lender
certified under section 2278a–4 of this title shall
take into consideration the factors specified in
section 2202a(d)(1) of this title.

(Pub. L. 92–181, title IV, § 4.14C, as added Pub. L.
100–233, title I, § 102(a), Jan. 6, 1988, 101 Stat. 1578;
amended Pub. L. 100–399, title I, § 102(h), Aug. 17,
1988, 102 Stat. 990.)

AMENDMENTS

1988—Subsec. (b)(1). Pub. L. 100–399 substituted ‘‘Farm
Credit Bank board’’ for ‘‘district board of such dis-
trict’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2202a, 2279aa–9
of this title.

§ 2202d. Protection of borrowers who meet all
loan obligations

(a) Foreclosure prohibited
A qualified lender may not foreclose on any

loan because of the failure of the borrower
thereof to post additional collateral, if the bor-
rower has made all accrued payments of prin-
cipal, interest, and penalties with respect to the
loan.

(b) Prohibition against required principal reduc-
tion

A qualified lender may not require any bor-
rower to reduce the outstanding principal bal-
ance of any loan made to the borrower by any
amount that exceeds the regularly scheduled
principal installment payment (when due and
payable), unless—

(1) the borrower sells or otherwise disposes
of part or all of the collateral; or

(2) the parties agree otherwise in a written
agreement entered into by the parties.

(c) Nonenforcement
After a borrower has made all accrued pay-

ments of principal, interest, and penalties with
respect to a loan made by a qualified lender, the
lender shall not enforce acceleration of the bor-
rower’s repayment schedule due to the borrower
having not timely made one or more principal or
interest payments.

(d) Placing loans in nonaccrual status
(1) Notification

If a qualified lender places any loan in non-
accrual status, the lender shall document such
change of status and promptly notify the bor-
rower thereof in writing of such action and the
reasons therefor.

(2) Review of denial
If the borrower was not delinquent in any

principal or interest payment under the loan
at the time of such action and the borrower’s
request to have the loan placed back into ac-
crual status is denied, the borrower may ob-
tain a review of such denial before the appro-
priate credit review committee under section
2202 of this title.
(3) Application

This subsection shall only apply if a loan
being placed in nonaccrual status results in an
adverse action being taken against the bor-
rower.

(Pub. L. 92–181, title IV, § 4.14D, as added Pub. L.
100–233, title I, § 107, Jan. 6, 1988, 101 Stat. 1581.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2202a, 2279aa–9
of this title.

§ 2202e. Waiver of mediation rights by borrowers

No System institution may make a loan se-
cured by a mortgage or lien on agricultural
property to a borrower on the condition that the
borrower waive any right under the mediation
program of any State.

(Pub. L. 92–181, title IV, § 4.14E, as added Pub. L.
100–233, title V, § 511, Jan. 6, 1988, 101 Stat. 1664;
amended Pub. L. 103–354, title II, § 282(f)(2), Oct.
13, 1994, 108 Stat. 3235.)

AMENDMENTS

1994—Pub. L. 103–354 struck out ‘‘agricultural loan’’
before ‘‘mediation program’’.

PART D—ACTIVITIES OF INSTITUTIONS OF THE
SYSTEM

AMENDMENTS

1988—Pub. L. 100–233, title VIII, § 805(t)(1), Jan. 6, 1988,
101 Stat. 1716, added heading for part D.

§ 2203. Nomination of association directors; rep-
resentative selection of nominees

Each production credit association and each
Federal land bank association shall elect a
nominating committee by vote of the stockhold-
ers at the annual meeting to serve for the fol-
lowing year. Each nominating committee shall
review lists of farmers from the association ter-
ritory, determine their willingness to serve, and
submit for election a slate of eligible candidates
which shall include at least two nominees for
each elective office to be filled. In doing so, the
committee shall endeavor to assure representa-
tion to all sections of the association territory
and as nearly as possible to all types of agri-
culture practiced within the area. Employees of
the association shall not be eligible to be nomi-
nated, elected, or serve as a member of the
board. Nominations shall also be accepted from
the floor. Members of the board are not eligible
to serve on the nominating committee. Regula-
tions of the Farm Credit Administration govern-
ing the election of bank directors shall similarly
assure a choice of two nominees for each elec-
tive office to be filled and that the bank board
represent as nearly as possible all types of agri-
culture in the district.
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(Pub. L. 92–181, title IV, § 4.15, Dec. 10, 1971, 85
Stat. 613; Pub. L. 100–399, title IX, § 901(g), Aug.
17, 1988, 102 Stat. 1007.)

AMENDMENTS

1988—Pub. L. 100–399 substituted ‘‘bank directors’’ for
‘‘district directors’’ and ‘‘bank board’’ for ‘‘district
board’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

§ 2204. Repealed. Pub. L. 102�552, title V, § 508,
Oct. 28, 1992, 106 Stat. 4132

Section, Pub. L. 92–181, title IV, § 4.16, Dec. 10, 1971, 85
Stat. 613, prohibited tax-exempt guarantees.

§ 2205. Interest rates

Interest rates on loans from institutions of the
Farm Credit System shall not be subject to any
interest rate limitation imposed by any State
constitution or statute or other laws. Such limi-
tation is preempted for purposes of this chapter.
Interest rates on loans made by agricultural
credit corporations organized in conjunction
with cooperative associations for the purpose of
financing the ordinary crop operations of the
members of such associations or other producers
and eligible to discount with the Federal inter-
mediate credit banks and Farm Credit Banks
shall be exempt from any interest rate limita-
tion imposed by any State constitution or stat-
ute or other laws which are hereby preempted
for purposes of this chapter.

(Pub. L. 92–181, title IV, § 4.17, as added Pub. L.
96–592, title IV, § 403, Dec. 24, 1980, 94 Stat. 3446;
amended Pub. L. 99–205, title II, § 205(f)(6), Dec.
23, 1985, 99 Stat. 1706; Pub. L. 99–509, title I,
§ 1035, Oct. 21, 1986, 100 Stat. 1878; Pub. L. 100–399,
title IX, § 901(h), Aug. 17, 1988, 102 Stat. 1007.)

AMENDMENTS

1988—Pub. L. 100–399 substituted ‘‘and Farm Credit
Banks’’ for ‘‘pursuant to section 2074 of this title’’.

1986—Pub. L. 99–509 substituted first two sentences
for former first sentence which read as follows: ‘‘Inter-
est rates on loans from institutions of the Farm Credit
System shall be determined with the approval of, as
provided in section 2252(a)(5) of this title, the Farm
Credit Administration as provided in this chapter, not-
withstanding any interest rate limitation imposed by
any State constitution or statute or other laws which
are hereby preempted for purposes of this chapter.’’

1985—Pub. L. 99–205 inserted ‘‘, as provided in section
2252(a)(5) of this title,’’ after ‘‘with the approval of’’ in
first sentence.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2075, 2096 of this
title.

§ 2206. Participation loans

Notwithstanding any other provisions of this
chapter, the terms of any loan participated in
by two or more Farm Credit System institutions
operating under different subchapters of this
chapter, including provisions for capitalization
of the portion of the loan participated in by
each institution, shall be as may be agreed upon
among such institutions and authorized under
regulations issued by the Farm Credit Adminis-
tration, except that for purposes of determining
borrower eligibility, membership, term, amount,
loan security, and purchase of stock or partici-
pation certificates by the borrower, the provi-
sions of law applicable to the loan shall be the
provisions in the subchapter under which the in-
stitution that originates the loan operates.

(Pub. L. 92–181, title IV, § 4.18, as added Pub. L.
96–592, title IV, § 403, Dec. 24, 1980, 94 Stat. 3446;
amended Pub. L. 99–205, title II, § 205(f)(7), Dec.
23, 1985, 99 Stat. 1706.)

AMENDMENTS

1985—Pub. L. 98–205 inserted ‘‘under regulations is-
sued’’ after ‘‘authorized’’.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2013, 2015, 2073,
2122 of this title.

§ 2206a. Authority of Farm Credit Banks and di-
rect lender associations to participate in
loans to similar entities for risk management
purposes

(a) Definitions
As used in this section:
(1) Participate and participation

The terms ‘‘participate’’ and ‘‘participation’’
shall have the meaning provided in section
2122(11)(B)(iii) of this title.
(2) Similar entity

The term ‘‘similar entity’’ means a person
that—

(A) is not eligible for a loan from the Farm
Credit Bank or association; and

(B) has operations that are functionally
similar to a person that is eligible for a loan
from the Farm Credit Bank or association in
that the person derives a majority of the in-
come of the person from, or has a majority
of the assets of the person invested in, the
conduct of activities that are functionally
similar to the activities that are conducted
by an eligible person.

(b) Loan participation authority
Notwithstanding any other provision of this

chapter, any Farm Credit Bank or direct lender
association chartered under this chapter may
participate in any loan of a type otherwise au-
thorized under subchapter I or II of this chapter
made to a similar entity by any person in the
business of extending credit, except that a Farm
Credit Bank or direct lender association may
not participate in a loan under this section if—
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(1) the participation would cause the total
amount of all participations by the Farm
Credit Bank or association under this section
involving a single credit risk to exceed 10 per-
cent (or the applicable higher lending limit
authorized under regulations issued by the
Farm Credit Administration if the stockhold-
ers of the respective Farm Credit Bank or as-
sociation so approve) of the total capital of
the Farm Credit Bank or association;

(2) the participation by the Farm Credit
Bank or association would equal or exceed 50
percent of the principal of the loan or, when
taken together with participations in the loan
by other Farm Credit System institutions,
would cause the cumulative amount of the
participations by all Farm Credit System in-
stitutions in the loan to equal or exceed 50
percent of the principal of the loan;

(3) the participation would cause the cumu-
lative amount of participations that the Farm
Credit Bank or association has outstanding
under this section to exceed 15 percent of the
total assets of the Farm Credit Bank or asso-
ciation; or

(4) the loan is of the type authorized under
section 2019(b) or 2075(a)(2) of this title.

(Pub. L. 92–181, title IV, § 4.18A, as added Pub. L.
103–376, § 5, Oct. 19, 1994, 108 Stat. 3498; Pub. L.
107–171, title V, § 5401(b), May 13, 2002, 116 Stat.
349.)

AMENDMENTS

2002—Subsec. (a)(1). Pub. L. 107–171, § 5401(b)(1), sub-
stituted ‘‘2122(11)(B)(iii) of this title’’ for
‘‘2122(11)(B)(iv) of this title’’.

Subsec. (c). Pub. L. 107–171, § 5401(b)(2), struck out
heading and text of subsec. (c). Text read as follows:

‘‘(1) IN GENERAL.—With respect to a similar entity
that is eligible to borrow from a bank for cooperatives
under subchapter III of this chapter, the authority of a
Farm Credit Bank or association to participate in a
loan to the entity under this section shall be subject to
the prior approval of the bank for cooperatives having,
at the time the loan is made, the greatest loan volume
in the State in which the headquarters office of the
similar entity is located.

‘‘(2) TERMS AND CONDITIONS.—Approval under para-
graph (1) may be granted on an annual basis and under
such terms and conditions as may be agreed on between
the Farm Credit Bank or association, as the case may
be, and the bank for cooperatives granting the ap-
proval.

‘‘(3) APPROVAL BY SUPERVISING FARM CREDIT BANK.—
An association may not participate in a loan to a simi-
lar entity under this section without the approval of
the supervising Farm Credit Bank of the association.’’

§ 2207. Young, beginning, and small farmers and
ranchers

(a) Under policies of the district Farm Credit
Bank board, each Federal land bank association
and production credit association shall prepare
a program for furnishing sound and constructive
credit and related services to young, beginning,
and small farmers and ranchers. Such programs
shall assure that such credit and services are
available in coordination with other units of the
Farm Credit System serving the territory and
with other governmental and private sources of
credit. Each program shall be subject to review
and approval by the supervising bank.

(b) The Farm Credit Bank for each district
shall annually obtain from associations under

its supervision reports of activities under pro-
grams developed pursuant to subsection (a) of
this section and progress toward program objec-
tives. On the basis of such reports, the bank
shall provide to the Farm Credit Administration
an annual report summarizing the operations
and achievements in its district under such pro-
grams.

(Pub. L. 92–181, title IV, § 4.19, as added Pub. L.
96–592, title IV, § 403, Dec. 24, 1980, 94 Stat. 3446;
amended Pub. L. 100–399, title IX, § 901(i), (j),
Aug. 17, 1988, 102 Stat. 1007.)

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–399, § 901(i), inserted
‘‘Farm Credit Bank’’ after ‘‘district’’.

Subsec. (b). Pub. L. 100–399, § 901(j)(1), (2), (4), (5), sub-
stituted ‘‘The Farm Credit Bank for each district’’ for
‘‘The Federal land bank and the Federal intermediate
credit bank for each district’’, ‘‘under its supervision’’
for ‘‘under their supervision’’, ‘‘the bank shall’’ for
‘‘the banks shall’’, ‘‘an annual report’’ for ‘‘a joint an-
nual report’’, and ‘‘achievements in its district’’ for
‘‘achievements in their district’’.

Pub. L. 100–399, § 901(j)(3), substituted ‘‘subsection
(a)’’ for ‘‘subsection (a) of this section’’, which for pur-
poses of codification was translated as ‘‘subsection (a)
of this section’’, requiring no change in text.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2252 of this title.

§ 2208. Prohibition against use of signed ballots

In any election or merger vote, or other pro-
ceeding subject to a vote of the stockholders (or
subscribers to the guaranty fund of a bank for
cooperatives), conducted by a lending institu-
tion of the Farm Credit System, the institu-
tion—

(1) may not use signed ballots; and
(2) shall implement measures to safeguard

the voting process for the protection of the
right of stockholders (or subscribers) to a se-
cret ballot.

(Pub. L. 92–181, title IV, § 4.20, as added Pub. L.
96–592, title IV, § 403, Dec. 24, 1980, 94 Stat. 3447;
amended Pub. L. 100–233, title IV, § 425, Jan. 6,
1988, 101 Stat. 1657.)

AMENDMENTS

1988—Pub. L. 100–233 amended section generally. Prior
to amendment, section read as follows: ‘‘The provisions
of (1) section 2074 of this title authorizing the Federal
intermediate credit banks to lend to or discount paper
for other financial institutions, and (2) section 2128(b)
of this title authorizing the financing of certain domes-
tic or foreign entities in connection with the import or
export activities of cooperatives which are borrowers
from the banks for cooperatives, shall expire on Sep-
tember 30, 1990, unless extended by Act of Congress
prior to that date. Any contract or agreement entered
into under the authority of either provision prior to its
expiration shall remain in full force and effect notwith-
standing such expiration.’’
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§ 2209. Compensation of bank directors

(a) In general
The Farm Credit Administration shall mon-

itor the compensation of members of the board
of directors of a System bank received as com-
pensation for serving as a director of the bank
to ensure that the amount of the compensation
does not exceed a level of $20,000 per year, as ad-
justed to reflect changes in the Consumer Price
Index for all urban consumers published by the
Bureau of Labor Statistics, unless the Farm
Credit Administration determines that such
level adversely affects the safety and soundness
of the bank.

(b) Waiver
The Farm Credit Administration may waive

the limitation prescribed in subsection (a) of
this section under exceptional circumstances, as
determined in accordance with regulations pro-
mulgated by the Farm Credit Administration.

(Pub. L. 92–181, title IV, § 4.21, as added Pub. L.
100–399, title IV, § 414, Aug. 17, 1988, 102 Stat. 1004;
amended Pub. L. 102–552, title V, § 509, Oct. 28,
1992, 106 Stat. 4132.)

AMENDMENTS

1992—Pub. L. 102–552 amended section generally. Prior
to amendment, section read as follows: ‘‘No member of
the board of directors of a System bank may receive
more than $15,000 per year under this chapter as com-
pensation for serving as a director of such bank.’’

EFFECTIVE DATE

Section effective immediately after amendment made
by section 401 of Pub. L. 100–233, which was effective 6
months after Jan. 6, 1988, see section 1001(b) of Pub. L.
100–399, set out as an Effective Date of 1988 Amendment
note under section 2002 of this title.

PART E—SERVICE ORGANIZATIONS

AMENDMENTS

1988—Pub. L. 100–233, title VIII, § 805(t)(2), Jan. 6, 1988,
101 Stat. 1716, redesignated part D as E.

PART REFERRED TO IN OTHER SECTIONS

This part is referred to in section 2271 of this title.

§ 2211. Establishment

Any bank of the Farm Credit System, or two
or more of such banks acting together, may or-
ganize a corporation or corporations for the pur-
pose of performing functions and services for or
on behalf of the organizing bank or banks that
the bank or banks may perform pursuant to this
chapter: Provided, That a corporation so orga-
nized shall have no authority either to extend
credit or provide insurance services for borrow-
ers from Farm Credit System institutions, nor
shall it have any greater authority with respect
to functions and services than the organizing
bank or banks possess under this chapter. The
organizing bank or banks shall apply for a Fed-
eral charter for the corporation by forwarding to
the Farm Credit Administration a statement of
the need for the corporation and proposed arti-
cles specifying in general terms the objectives
for which the corporation is formed, the powers
to be exercised by it in carrying out the func-
tions and services, and the territory it is to

serve. The Farm Credit Administration for good
cause may deny the charter applied for. Upon
the approval of articles by the Farm Credit Ad-
ministration and the issuance of a charter, the
corporation shall become as of such date a feder-
ally chartered body corporate and an instrumen-
tality of the United States.

(Pub. L. 92–181, title IV, § 4.25, as added Pub. L.
96–592, title IV, § 404, Dec. 24, 1980, 94 Stat. 3447;
amended Pub. L. 99–205, title II, § 205(f)(8), Dec.
23, 1985, 99 Stat. 1706.)

AMENDMENTS

1985—Pub. L. 99–205 struck out ‘‘the Governor of’’ be-
fore ‘‘the Farm Credit Administration’’ in second sen-
tence and substituted ‘‘Farm Credit Administration’’
for ‘‘Governor’’ in third and fourth sentences.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2159, 2160 of this
title.

§ 2212. Powers of Farm Credit Administration

The Farm Credit Administration shall have
power, under rules and regulations prescribed by
the Farm Credit Administration, to provide for
the organization of any corporation chartered
under this part and the territory within which
its operations may be carried on, and to approve
amendments consistent with this chapter to
charters or articles of service corporations.

(Pub. L. 92–181, title IV, § 4.26, as added Pub. L.
96–592, title IV, § 404, Dec. 24, 1980, 94 Stat. 3447;
amended Pub. L. 99–205, title II, § 205(f)(9), Dec.
23, 1985, 99 Stat. 1706; Pub. L. 100–233, title VIII,
§ 802(s), Jan. 6, 1988, 101 Stat. 1712.)

AMENDMENTS

1988—Pub. L. 100–233 struck out ‘‘or by prescribing in
the terms of the charter or by approval of the bylaws
of the corporation’’ after second reference to Farm
Credit Administration, substituted ‘‘approve amend-
ments consistent with this chapter to charters or arti-
cles of service corporations’’ for ‘‘direct at any time
such changes in its charter as the Farm Credit Admin-
istration finds necessary for the accomplishment of the
purposes of this chapter’’, and struck out last sentence
which read as follows: ‘‘The powers of the Farm Credit
Administration to provide for the organization of any
corporation chartered under this part include, but are
not limited to approval of—

‘‘(1) corporate title;
‘‘(2) general corporate powers;
‘‘(3) eligibility for membership on, and the powers,

composition, selection, terms, and compensation of
the board of directors;

‘‘(4) classes, issuance, value, and retirement of
stock;

‘‘(5) sources of operating funds;
‘‘(6) dissolution, liquidation, and distribution of as-

sets on liquidation; and
‘‘(7) application and distribution of earnings.’’

1985—Pub. L. 99–205 substituted ‘‘Farm Credit Admin-
istration’’ for ‘‘Governor’’ in heading and wherever ap-
pearing in text, and substituted ‘‘the Federal Credit
Administration’’ for ‘‘he’’ before ‘‘finds necessary’’ in
first sentence.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.
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SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 18 section 212.

§ 2213. Regulation and examination

The corporations organized under this part
shall be institutions of the Farm Credit System
and shall be subject to the same regulation and
examination by the Farm Credit Administration
as are the organizing bank or banks under this
chapter.

(Pub. L. 92–181, title IV, § 4.27, as added Pub. L.
96–592, title IV, § 404, Dec. 24, 1980, 94 Stat. 3447;
amended Pub. L. 99–205, title II, § 205(f)(10), Dec.
23, 1985, 99 Stat. 1706; Pub. L. 100–233, title VIII,
§ 802(t), Jan. 6, 1988, 101 Stat. 1712.)

AMENDMENTS

1988—Pub. L. 100–233 substituted ‘‘Regulation’’ for
‘‘Supervision’’ in section catchline.

1985—Pub. L. 99–205 substituted ‘‘regulation’’ for ‘‘su-
pervision’’.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

§ 2214. State laws

State and other laws shall apply to corpora-
tions organized pursuant to this part to the
same extent such laws would apply to the orga-
nizing banks engaged in the same activity in the
same jurisdiction: Provided, however, That to the
extent that sections 2023, 2098, and 2134 of this
title may exempt banks or associations of the
Farm Credit System from taxation, such exemp-
tions, other than with respect to franchise
taxes, shall not extend to corporations orga-
nized pursuant to this part.

(Pub. L. 92–181, title IV, § 4.28, as added Pub. L.
96–592, title IV, § 404, Dec. 24, 1980, 94 Stat. 3448;
amended Pub. L. 100–399, title IX, § 901(k), Aug.
17, 1988, 102 Stat. 1007; Pub. L. 102–237, title V,
§ 502(g), Dec. 13, 1991, 105 Stat. 1869.)

AMENDMENTS

1991—Pub. L. 102–237 made technical amendment to
reference to section 2098 of this title to reflect change
in reference to corresponding section of original act.

1988—Pub. L. 100–399 inserted ‘‘or associations’’ and
substituted ‘‘2023, 2098,’’ for ‘‘2055, 2079,’’.

EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by Pub. L. 102–237 effective as if included
in the provision of the Food, Agriculture, Conservation,
and Trade Act of 1990, Pub. L. 101–624, to which the
amendment relates, see section 1101(b)(4) of Pub. L.
102–237, set out as a note under section 1421 of Title 7,
Agriculture.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

§ 2214a. ��Bank�� defined

In this part, the term ‘‘bank’’ includes each
association operating under subchapter II of this
chapter.

(Pub. L. 92–181, title IV, § 4.28A, as added Pub. L.
104–105, title II, § 209, Feb. 10, 1996, 110 Stat. 174.)

PRIOR PROVISIONS

A prior section 4.28A of title IV of Pub. L. 92–181,
which provided for chartering of Farm Credit System
Capital Corporation by Farm Credit Administration
and revoked charter of Farm Credit System Capital
Corporation which had been issued under part D of this
subchapter, was classified to section 2216 of this title,
prior to repeal by Pub. L. 100–233, title II, § 207(a)(3),
Jan. 6, 1988, 101 Stat. 1607.

PART D1—FARM CREDIT SYSTEM CAPITAL
CORPORATION

§§ 2216 to 2216k. Repealed. Pub. L. 100�233, title
II, § 207(a)(3), Jan. 6, 1988, 101 Stat. 1607

Section 2216, Pub. L. 92–181, title IV, § 4.28A, as added
Pub. L. 99–205, title I, § 103, Dec. 23, 1985, 99 Stat. 1680,
provided for chartering of Farm Credit System Capital
Corporation by Farm Credit Administration and re-
voked charter of Farm Credit System Capital Corpora-
tion which had been issued under part D of this sub-
chapter. See sections 2278a et seq. and 2278b et seq. of
this title.

Section 2216a, Pub. L. 92–181, title IV, § 4.28B, as added
Pub. L. 99–205, title I, § 103, Dec. 23, 1985, 99 Stat. 1680,
set out purposes of Capital Corporation. See sections
2278a–1 and 2278b–1 of this title.

Section 2216b, Pub. L. 92–181, title IV, § 4.28C, as added
Pub. L. 99–205, title I, § 103, Dec. 23, 1985, 99 Stat. 1680,
provided for Board of Directors of Capital Corporation.
See sections 2278a–2 and 2278b–2 of this title.

Section 2216c, Pub. L. 92–181, title IV, § 4.28D, as added
Pub. L. 99–205, title I, § 103, Dec. 23, 1985, 99 Stat. 1682,
provided for compensation of members of Board of Di-
rectors of Capital Corporation. See sections 2278a–2 and
2278b–2 of this title.

Section 2216d, Pub. L. 92–181, title IV, § 4.28E, as added
Pub. L. 99–205, title I, § 103, Dec. 23, 1985, 99 Stat. 1682,
authorized Board of Directors of Capital Corporation to
adopt rules. See sections 2278a–2 and 2278b–2 of this
title.

Section 2216e, Pub. L. 92–181, title IV, § 4.28F, as added
Pub. L. 99–205, title I, § 103, Dec. 23, 1985, 99 Stat. 1682,
provided for selection of chief executive officer of Cap-
ital Corporation. See sections 2278a–2 and 2278b–2 of
this title.

Section 2216f, Pub. L. 92–181, title IV, § 4.28G, as added
Pub. L. 99–205, title I, § 103, Dec. 23, 1985, 99 Stat. 1682,
enumerated corporate powers of Capital Corporation.
See sections 2278a–3 and 2278b–4 of this title.

Section 2216g, Pub. L. 92–181, title IV, § 4.28H, as added
Pub. L. 99–205, title I, § 103, Dec. 23, 1985, 99 Stat. 1685,
provided for succession of Capital Corporation. See sec-
tion 2278a–9 of this title.

Section 2216h, Pub. L. 92–181, title IV, § 4.28I, as added
Pub. L. 99–205, title I, § 103, Dec. 23, 1985, 99 Stat. 1685,
set out provisions limiting powers of Capital Corpora-
tion. See section 2278a–8 of this title.

Section 2216i, Pub. L. 92–181, title IV, § 4.28J, as added
Pub. L. 99–205, title I, § 103, Dec. 23, 1985, 99 Stat. 1686,
set out authority of Secretary of the Treasury. See sec-
tion 2278b–6 of this title.

Section 2216j, Pub. L. 92–181, title IV, § 4.28K, as added
Pub. L. 99–205, title I, § 103, Dec. 23, 1985, 99 Stat. 1687,
provided for initial capitalization of Capital Corpora-
tion.

Section 2216k, Pub. L. 92–181, title IV, § 4.28L, as added
Pub. L. 99–205, title I, § 103, Dec. 23, 1985, 99 Stat. 1687,
provided for tax status of consolidated obligations. See
sections 2278a–11 and 2278b–10 of this title.

EFFECTIVE DATE OF REPEAL

Repeal effective 15 days after Jan. 6, 1988, see section
207(b) of Pub. L. 100–233, set out as a note under section
2152 of this title.
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PART F—SALE OF INSURANCE

AMENDMENTS

1988—Pub. L. 100–399, title VII, § 702(c), Aug. 17, 1988,
102 Stat. 1006, redesignated part G as F.

Pub. L. 100–233, title VIII, § 805(u), Jan. 6, 1988, 101
Stat. 1716, redesignated part E as G.

§ 2218. Lines of insurance

(a) Regulatory authorization
(1) The regulations of the Farm Credit Admin-

istration governing financially related services
that the banks and associations of the Farm
Credit System may provide under subchapters I
and II of this chapter may authorize the sale to
any member of or borrower from any such bank
or association, on an optional basis, of credit or
term life and credit disability insurance appro-
priate to protect the loan commitment in the
event of death or disability of the debtors and
other insurance necessary to protect the mem-
ber’s farm or aquatic unit, but limited to, hail
and multiple-peril crop insurance, title insur-
ance, and insurance to protect the facilities and
equipment of aquatic borrowers. A member or
borrower shall have the option, without coer-
cion from the bank or association of such mem-
ber or borrower, to accept or reject such insur-
ance.

(2) In making insurance available through pri-
vate insurers, the banks shall approve the pro-
grams of more than two insurers for each type of
insurance offered in the district, if more than
two insurers for each type of insurance have pro-
posed programs to a bank that will, in all likeli-
hood, have long-term viability and meet the re-
quirements of subsection (b)(2)(D) of this sec-
tion. The banks may provide comparative infor-
mation relating to costs and quality of approved
programs and the financial conditions of ap-
proved companies. Associations shall offer at
least two insurers for each program from among
those approved by the Farm Credit Banks, if at
least two insurers have been approved in accord-
ance with this paragraph.
(b) Contents of regulations

Such regulations shall provide that—
(1) in any case in which insurance is required

as a condition for a loan or other financial as-
sistance from a bank or association, notice be
given that it is not necessary to purchase the
insurance from the bank or association and
that the borrower has the option of obtaining
the insurance elsewhere;

(2) such insurance services may be offered
only if—

(A) the bank or association has the capac-
ity to render insurance service under this
chapter in an effective and efficient manner;

(B) there exists the probability that any
insurance program under this chapter will
generate sufficient revenue to cover all
costs;

(C) rendering insurance service will not
have an adverse effect on the bank’s or asso-
ciation’s credit or other operations;

(D) the insurance program has been ap-
proved by the bank or association from
among specific programs made available to
it by insurers—

(i) meeting reasonable financial and
quality of service standards; and

(ii) licensed under State law to do busi-
ness in the State; and

(E) in making insurance available through
approved insurers, the board of directors of
the association or bank selects and offers at
least two approved insurers for each type of
insurance made available to the members
and borrowers, if at least two insurers have
been approved in accordance with subsection
(a)(2) of this section; and

(3) no bank or association shall directly or
indirectly discriminate in any manner against
any agent, broker, or insurer that is not affili-
ated with such bank or association, or against
any party who purchases insurance through
any such nonaffiliated insurance agent,
broker, or insurer.

(c) Continuation of existing coverage
Notwithstanding any provision of this section

to the contrary, any bank or association that on
December 24, 1980, is offering insurance cov-
erages not authorized by this section may con-
tinue to sell such coverages for a period of not
more than one year from such date and may
continue to service such coverages until their
expiration.

(Pub. L. 92–181, title IV, § 4.29, as added Pub. L.
96–592, title IV, § 404, Dec. 24, 1980, 94 Stat. 3448;
amended Pub. L. 100–233, title IV, § 422(a), Jan. 6,
1988, 101 Stat. 1655; Pub. L. 100–399, title IV, § 411,
Aug. 17, 1988, 102 Stat. 1003; Pub. L. 101–624, title
XVIII, § 1834, Nov. 28, 1990, 104 Stat. 3833.)

AMENDMENTS

1990—Subsec. (a)(2). Pub. L. 101–624, § 1834(1), inserted
‘‘, if more than two insurers for each type of insurance
have proposed programs to a bank that will, in all like-
lihood, have long-term viability and meet the require-
ments of subsection (b)(2)(D) of this section’’ before pe-
riod at end of first sentence, and ‘‘, if at least two in-
surers have been approved in accordance with this
paragraph’’ before period at end of third sentence.

Subsec. (b)(2)(E). Pub. L. 101–624, § 1834(2), inserted be-
fore semicolon at end ‘‘, if at least two insurers have
been approved in accordance with subsection (a)(2) of
this section’’.

1988—Subsec. (a). Pub. L. 100–233, § 422(a)(1), des-
ignated existing provisions as par. (1), struck out ‘‘of
this Act’’ to conform to style of original enactment, re-
sulting in no change in text, inserted ‘‘or borrower
from’’ before ‘‘any such bank’’, inserted provision at
end giving a member or borrower the option, without
coercion from the bank or association of such member
or borrower, to accept or reject such insurance, and
added par. (2).

Subsec. (a)(1). Pub. L. 100–399, § 411(a), substituted
‘‘subchapters I and II of this chapter’’ for ‘‘sections
2019, 2033, 2076, and 2097 of this title’’.

Subsec. (a)(2). Pub. L. 100–399, § 411(b), substituted
‘‘Farm Credit Banks’’ for ‘‘Federal intermediate credit
banks’’.

Subsec. (b)(2). Pub. L. 100–233, § 422(a)(2), redesignated
cls. (i) to (iii) as subpars. (A) to (C), respectively, and
added subpars. (D) and (E).

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.
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CONTINUATION OF PROGRAM

Section 422(b) of Pub. L. 100–233 provided that: ‘‘Not-
withstanding the amendments made to section 4.29 [12
U.S.C. 2218] by subsection (a), any insurance program
offered by any bank or association of the Farm Credit
System on the date of the enactment of this Act [Jan.
6, 1988] that does not meet the requirements of section
4.29, as so amended, may be continued until July 1,
1988.’’

PART G—MISCELLANEOUS

AMENDMENTS

1988—Pub. L. 100–399, title VII, § 702(c), Aug. 17, 1988,
102 Stat. 1006, redesignated part H as G.

Pub. L. 100–233, title VIII, § 805(u), Jan. 6, 1988, 101
Stat. 1716, redesignated part F as H.

§ 2219. Limitation on separate sale

If real property is acquired by any institution
of the Farm Credit System through foreclosure,
no institution of the Farm Credit System shall
sell the surface rights to that real property to
any person unless the institution also sells all
mineral rights to that real property to that per-
son.

(Pub. L. 92–181, title IV, § 4.35, as added Pub. L.
99–205, title III, § 306, Dec. 23, 1985, 99 Stat. 1709.)

EFFECTIVE DATE

Section effective thirty days after Dec. 23, 1985, see
section 401 of Pub. L. 99–205, set out as an Effective
Date of 1985 Amendment note under section 2001 of this
title.

§ 2219a. Right of first refusal

(a) General rule
Agricultural real estate that is acquired by an

institution of the System as a result of a loan
foreclosure or a voluntary conveyance by a bor-
rower (hereinafter in this section referred to as
the ‘‘previous owner’’) who, as determined by
the institution, does not have the financial re-
sources to avoid foreclosure (hereinafter in this
section referred to as ‘‘acquired real estate’’)
shall be subject to the right of first refusal of
the previous owner to repurchase or lease the
property, as provided in this section.
(b) Application of right of first refusal to sale of

property
(1) Election to sell and notification

Within 15 days after an institution of the
System first elects to sell acquired real estate,
or any portion of such real estate, the institu-
tion shall notify the previous owner by cer-
tified mail of the owner’s right—

(A) to purchase the property at the ap-
praised fair market value of the property, as
established by an accredited appraiser; or

(B) to offer to purchase the property at a
price less than the appraised value.

(2) Eligibility to purchase
To be eligible to purchase the property

under paragraph (1), the previous owner must,
within 30 days after receiving the notice re-
quired by such paragraph, submit an offer to
purchase the property.
(3) Mandatory sale

An institution of the System receiving an
offer from the previous owner to purchase the

property at the appraised value shall, within
15 days after the receipt of such offer, accept
such offer and sell the property to the previous
owner.
(4) Permissive sale

An institution of the System receiving an
offer from the previous owner to purchase the
property at a price less than the appraised
value may accept such offer and sell the prop-
erty to the previous owner. Notice shall be
provided to the previous owner of the accept-
ance or rejection of such offer within 15 days
after the receipt of such offer.
(5) Rejection of offer of previous owner

(A) Duties of institution
An institution of the System that rejects

an offer from the previous owner to purchase
the property at a price less than the ap-
praised value may not sell the property to
any other person—

(i) at a price equal to, or less than, that
offered by the previous owner; or

(ii) on different terms and conditions
than those that were extended to the pre-
vious owner,

without first affording the previous owner
an opportunity to purchase the property at
such price or under such terms and condi-
tions.

(B) Notice
Notice of the opportunity in subparagraph

(A) shall be provided to the previous owner
by certified mail, and the previous owner
shall have 15 days in which to submit an
offer to purchase the property at such price
or under such terms and conditions.

(c) Application of right of first refusal to leasing
of property

(1) Election to lease and notification
Within 15 days after an institution of the

System first elects to lease acquired real es-
tate, or any portion of such real estate, the in-
stitution shall notify the previous owner by
certified mail of the owner’s right—

(A) to lease the property at a rate equiva-
lent to the appraised rental value of the
property, as established by an accredited ap-
praiser; or

(B) to offer to lease the property at a rate
that is less than the appraised rental value
of the property.

(2) Eligibility to lease
To be eligible to lease the property under

paragraph (1), the previous owner must, within
15 days after receiving the notice required by
such paragraph, submit an offer to lease the
property.

(3) Mandatory lease
An institution of the System receiving an

offer from the previous owner to lease the
property at a rate equivalent to the appraised
rental value of the property shall, within 15
days after the receipt of such offer, accept
such offer and lease the property to the pre-
vious owner unless the institution determines
that the previous owner—
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(A) does not have the resources available
to conduct a successful farming or ranching
operation; or

(B) cannot meet all of the payments,
terms, and conditions of such lease.

(4) Permissive lease
An institution of the System receiving an

offer from the previous owner to lease the
property at a rate that is less than the ap-
praised rental value of the property may ac-
cept such offer and lease the property to the
previous owner.
(5) Notice to previous owner

An institution of the System receiving an
offer from the previous owner to lease the
property at a rate less than the appraised
rental value of the property shall notify the
previous owner of its acceptance or rejection
of the offer within 15 days after the receipt of
such offer.
(6) Rejection of offer of previous owner

(A) Duties of institution
An institution of the System rejecting an

offer from the previous owner to lease the
property at a rate less than the appraised
rental value of the property may not lease
the property to any other person—

(i) at a rate equal to or less than that of-
fered by the previous owner; or

(ii) on different terms and conditions
than those that were extended to the pre-
vious owner,

without first affording the previous owner
an opportunity to lease the property at such
rate or under such terms and conditions.
(B) Notice

Notice of the opportunity described in sub-
paragraph (A) shall be given to the previous
owner by certified mail, and the previous
owner shall have 15 days after the receipt of
such notice in which to agree to lease the
property at such rate or under such terms
and conditions.

(d) Public offerings
(1) Notification of previous owner

If an institution of the System elects to sell
or lease acquired property or a portion thereof
through a public auction, competitive bidding
process, or other similar public offering, the
institution shall notify the previous owner, by
certified mail, of the availability of the prop-
erty. Such notice shall contain the minimum
amount, if any, required to qualify a bid as ac-
ceptable to the institution and any terms and
conditions to which such sale or lease will be
subject.
(2) Priority

If two or more qualified bids in the same
amount are received by the institution under
paragraph (1), such bids are the highest re-
ceived, and one of the qualified bids is offered
by the previous owner, the institution shall
accept the offer by the previous owner.
(3) Nondiscrimination

No institution of the System may discrimi-
nate against a previous owner in any public

auction, competitive bidding process, or other
similar public offering of property acquired by
the institution from such person.

(e) Term or condition
For the purposes of this section, financing by

a System institution shall not be considered to
be a term or condition of a sale of acquired real
estate.

(f) Financing
Notwithstanding any other provision of this

section, a System institution shall not be re-
quired to provide financing to the previous
owner in connection with the sale of acquired
real estate.

(g) Mailing of notice
Notwithstanding any other provision of this

section, each certified mail notice requirement
in this section shall be fully satisfied by mailing
one certified mail notice to the last known ad-
dress of the previous owner.

(h) State laws
The rights provided in this section shall not

diminish any such right of first refusal under
the law of the State in which the property is lo-
cated.

(i) Applicability
This section shall not apply to a bank for co-

operatives.

(Pub. L. 92–181, title IV, § 4.36, as added Pub. L.
99–205, title III, § 306, Dec. 23, 1985, 99 Stat. 1709;
amended Pub. L. 100–233, title I, § 108, Jan. 6,
1988, 101 Stat. 1582; Pub. L. 100–399, title I, § 104,
Aug. 17, 1988, 102 Stat. 990.)

AMENDMENTS

1988—Pub. L. 100–233 amended section generally. Prior
to amendment, section read as follows: ‘‘No institution
of the Farm Credit System shall sell any real property
that previously served as security for a loan in a tract
larger than a normal family size farm in the vicinity of
the property for less than the amount it can receive
from the Capital Corporation.’’

Subsec. (b)(2). Pub. L. 100–399, § 104(a), substituted
‘‘30’’ for ‘‘15’’.

Subsec. (b)(3). Pub. L. 100–399, § 104(b), substituted
‘‘15’’ for ‘‘30’’.

Subsec. (g). Pub. L. 100–399, § 104(c), substituted ‘‘pre-
vious owner’’ for ‘‘former borrower’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

EFFECTIVE DATE

Section effective thirty days after Dec. 23, 1985, see
section 401 of Pub. L. 99–205, set out as an Effective
Date of 1985 Amendment note under section 2001 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2202a, 2279aa–9
of this title.

§ 2219b. Application of uninsured accounts

(a) In general
Money of a borrower held by a Farm Credit

System institution in an uninsured voluntary or
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involuntary account as authorized under regula-
tions issued by the Farm Credit Administration
(as in effect immediately before January 6, 1988),
including all such other accounts known as ‘‘ad-
vanced payment accounts’’ or ‘‘future prepay-
ment accounts’’ shall, in the event the institu-
tion is placed in liquidation, be immediately ap-
plied as payment against the indebtedness of
any outstanding loans of such borrower.
(b) Regulations

The Farm Credit Administration shall promul-
gate regulations—

(1) that define the term ‘‘uninsured vol-
untary or involuntary account’’; and

(2) to otherwise effectively carry out this
section.

(Pub. L. 92–181, title IV, § 4.37, as added Pub. L.
100–233, title I, § 110, Jan. 6, 1988, 101 Stat. 1585.)

CODIFICATION

Another section 4.37 of Pub. L. 92–181 was renumbered
section 4.38 and is classified to section 2219c of this
title.

§ 2219c. Affirmative action

The Assistance Board established under sec-
tion 2278a of this title and all institutions of the
Farm Credit System with more than 20 employ-
ees shall establish and maintain an affirmative
action program plan that applies the affirmative
action standards otherwise applied to contrac-
tors of the Federal Government.

(Pub. L. 92–181, title IV, § 4.38, formerly § 4.37, as
added Pub. L. 100–233, title IV, § 427, Jan. 6, 1988,
101 Stat. 1657; renumbered § 4.38, Pub. L. 100–399,
title IV, § 413, Aug. 17, 1988, 102 Stat. 1004.)

§ 2219d. Encouragement of conservation prac-
tices

At the time a System institution or an agri-
cultural mortgage loan originator (as defined in
section 2279aa(7) of this title) approves a loan
made to a borrower that, in the opinion of the
institution or originator, would be ineligible for
a loan made, insured, or guaranteed under the
Consolidated Farm and Rural Development Act
(7 U.S.C. 1921 et seq.) by reason of subtitle B or
C of title XII of the Food Security Act of 1985 (16
U.S.C. 3811 et seq.), the institution or originator,
as the case may be, shall encourage the bor-
rower to contact the Department of Agriculture
Soil Conservation Service to obtain information
about soil conservation methods and practices.

(Pub. L. 92–181, title IV, § 4.39, formerly § 4.38, as
added Pub. L. 100–233, title IV, § 428, Jan. 6, 1988,
101 Stat. 1658; renumbered § 4.39, Pub. L. 100–399,
title IV, § 413, Aug. 17, 1988, 102 Stat. 1004.)

REFERENCES IN TEXT

The Consolidated Farm and Rural Development Act,
referred to in text, is title III of Pub. L. 87–128, Aug. 8,
1961, 75 Stat. 307, as amended, which is classified prin-
cipally to chapter 50 (§ 1921 et seq.) of Title 7, Agri-
culture. For complete classification of this Act to the
Code, see Short Title note set out under section 1921 of
Title 7 and Tables.

The Food Security Act of 1985, referred to in text, is
Pub. L. 99–198, Dec. 23, 1985, 99 Stat. 1354, as amended.
Subtitles B and C of title XII of the Food Security Act
are classified generally to subchapters II (§ 3811 et seq.)

and III (§ 3821 et seq.), respectively, of chapter 58 of
Title 16, Conservation. For complete classification of
this Act to the Code, see Short Title of 1985 Amend-
ment note set out under section 1281 of Title 7 and
Tables.

§ 2219e. Liability for making criminal referrals

(a) In general
Any institution of the Farm Credit System, or

any director, officer, employee, or agent of a
Farm Credit System institution, that discloses
to a Government authority information prof-
fered in good faith that may be relevant to a
possible violation of any law or regulation shall
not be liable to any person under any law of the
United States or any State—

(1) for the disclosure; or
(2) for any failure to notify the person in-

volved in the possible violation.

(b) No prohibition on disclosure
Any institution of the Farm Credit System, or

any director, officer, employee, or agent of a
Farm Credit System institution, may disclose
information to a Government authority that
may be relevant to a possible violation of any
law or regulation.

(Pub. L. 104–105, title II, § 221, Feb. 10, 1996, 110
Stat. 184.)

CODIFICATION

Section was enacted as part of the Farm Credit Sys-
tem Reform Act of 1996, and not as part of the Farm
Credit Act of 1971 which comprises this chapter.

SUBCHAPTER V—FARM CREDIT
ADMINISTRATION ORGANIZATION

AMENDMENTS

1988—Pub. L. 100–399, title IX, § 901(o), (p), Aug. 17,
1988, 102 Stat. 1008, struck out ‘‘DISTRICT AND’’ before
‘‘FARM’’ in subchapter heading and struck out part A
heading ‘‘District Organization’’.

PART A—District Organization

§ 2221. Transferred

CODIFICATION

Section, Pub. L. 92–181, title V, § 5.0, Dec. 10, 1971, 85
Stat. 614; Pub. L. 96–592, title V, § 501, Dec. 24, 1980, 94
Stat. 3448; Pub. L. 99–205, title II, § 205(g)(1), Dec. 23,
1985, 99 Stat. 1706; Pub. L. 100–233, title VIII, § 805(v),
Jan. 6, 1988, 101 Stat. 1716; Pub. L. 100–399, title IX,
§ 901(q), (r), Aug. 17, 1988, 102 Stat. 1008, which related to
creation of districts, was transferred to section 1.2(b) of
Pub. L. 92–181 by section 901(r) of Pub. L. 100–399 and is
classified to section 2002(b) of this title.

§§ 2222 to 2227. Repealed. Pub. L. 100�399, title
IV, § 409(d), Aug. 17, 1988, 102 Stat. 1003

Sections 2222 to 2227 were directed to be repealed by
Pub. L. 100–233, title IV, § 418(c), formerly § 415(c), Jan.
6, 1988, 101 Stat. 1653, renumbered § 418(c), Pub. L.
100–399, title IV, § 409(a), Aug. 17, 1988, 102 Stat. 1003,
which was repealed by section 409(c) of Pub. L. 100–399,
title IV, Aug. 17, 1988, 102 Stat. 1003.

Section 409(c) of Pub. L. 100–399 provided in part that
section 418(c) of Pub. L. 100–233 is repealed and that this
chapter shall be applied and administered, and the
amendments by sections 430 and 802(u) of Pub. L.
100–233 (amending sections 2226 and 2223, respectively,
of this title) shall take effect, as if such section 418(c)
had not been enacted.
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Section 2222, Pub. L. 92–181, title V, § 5.1, Dec. 10, 1971,
85 Stat. 614; Pub. L. 99–205, title II, § 205(g)(2), Dec. 23,
1985, 99 Stat. 1707, related to district boards of direc-
tors, membership, eligibility, and terms.

Section 2223, Pub. L. 92–181, title V, § 5.2, Dec. 10, 1971,
85 Stat. 614; Pub. L. 96–592, title V, § 502, Dec. 24, 1980,
94 Stat. 3449; Pub. L. 99–205, title II, § 205(g)(3), (4), title
VI, § 607, Dec. 23, 1985, 99 Stat. 1707, 1712; Pub. L. 100–233,
title VIII, § 802(u), Jan. 6, 1988, 101 Stat. 1712, related to
nomination and election of district directors.

Section 2224, Pub. L. 92–181, title V, § 5.3, Dec. 10, 1971,
85 Stat. 615, related to functions of district directors.

Section 2225, Pub. L. 92–181, title V, § 5.4, Dec. 10, 1971,
85 Stat. 615, related to district board officers.

Section 2226, Pub. L. 92–181, title V, § 5.5, Dec. 10, 1971,
85 Stat. 616; Pub. L. 100–233, title IV, § 430, Jan. 6, 1988,
101 Stat. 1658, related to compensation of district
boards.

Section 2227, Pub. L. 92–181, title V, § 5.6, Dec. 10, 1971,
85 Stat. 616; 1978 Reorg. Plan No. 2, § 102, 43 F.R. 36037,
92 Stat. 3784; Pub. L. 99–205, title II, § 205(g)(5), Dec. 23,
1985, 99 Stat. 1707, related to powers of district farm
credit board.

EFFECTIVE DATE OF REPEAL

Repeal effective immediately after amendments
made by section 401 of Pub. L. 100–233, which were effec-
tive 6 months after Jan. 6, 1988, see section 1001(b) of
Pub. L. 100–399, set out as an Effective Date of 1988
Amendment note under section 2002 of this title.

PART B—FARM CREDIT ADMINISTRATION
ORGANIZATION

EX. ORD. NO. 6084. REORGANIZING AGRICULTURAL CREDIT
AGENCIES OF THE UNITED STATES

Ex. Ord. No. 6084, Mar. 27, 1933, provided in part: . . .
it is hereby ordered that:

(1) The functions of the Secretary of Agriculture as a
member of the Federal Farm Board, and the offices of
the appointed members of the Federal Farm Board, ex-
cept the office of the member designated as chairman
thereof, are abolished.

(2) The name of the Federal Farm Board is changed
to the Farm Credit Administration.

(3) The name of the office of Chairman of the Federal
Farm Board is changed to Governor of the Farm Credit
Administration, and he is vested with all the powers
and duties of the Federal Farm Board.

(4) The functions of the Secretary of the Treasury as
a member of the Federal Farm Loan Board, and the of-
fices of the appointed members of the Federal Farm
Loan Board, except the office of the member designated
as farm loan commissioner, are abolished, and all the
powers and functions of the Federal Farm Loan Board,
are transferred to and vested in the Farm Loan Com-
missioner, subject to the jurisdiction and control of the
Farm Credit Administration as herein provided.

(5) There are transferred to the jurisdiction and con-
trol of the Farm Credit Administration:

(a) The Federal Farm Loan Bureau and the functions
thereof; together with the functions of the Federal
Farm Loan Board, including the functions of the Farm
Loan Commissioner;

(b) The functions of the Treasury Department and the
Department of Agriculture, and the Secretaries there-
of, under Executive authorizations to give aid to farm-
ers, dated July 26, 1918, and any extensions or amend-
ments thereof;

(c) The functions of the Secretary of Agriculture
under all provisions of law relating to the making of
advances or loans to farmers, fruit growers, producers
and owners of livestock and crops, and to individuals
for the purpose of assisting in forming or increasing the
capital stock of agricultural-credit corporations, live-
stock-loan companies, or like organizations, except
Public Resolution No. 74, Seventieth Congress, ap-
proved December 21, 1928, providing for the Puerto
Rican Hurricane Relief Commission;

(d) The Crop Production Loan Office and the Seed
Loan Office of the Department of Agriculture, and the
functions thereof;

(e) The functions of the Reconstruction Finance Cor-
poration and its Board of Directors relating to the ap-
pointment of officers and agents to manage regional
agricultural credit corporations formed under section
201(e) of the Emergency Relief and Construction Act of
1932 [section 1148 of this title]; relating to the establish-
ment of rules and regulations for such management;
and relating to the approval of loans and advances
made by such corporations and of the terms and condi-
tions thereof.

(6) The functions vested in the Federal Farm Board
by section 9 of the Agricultural Marketing Act [section
1141g of this title] are abolished except that such func-
tions shall continue to be exercised to such extent and
for such time as may be necessary to permit the or-
derly winding up of the activities of stabilization cor-
porations heretofore recognized under authority of
such section, and the governor of the Farm Credit Ad-
ministration shall take appropriate action for winding
up at the earliest practicable date the activities of such
corporations and all affairs related to the exercise of
such functions.

(7) The records, property (including office equip-
ment), and personnel used and employed in the execu-
tion of the functions hereinbefore transferred are trans-
ferred to the jurisdiction and control of the Farm Cred-
it Administration.

(8) The sum of $2,000,000 of the unexpended balances of
appropriations made to the Federal Farm Board by
Public Resolutions No. 43 and No. 51 of the Seventy-sec-
ond Congress shall be impounded and returned to the
Treasury, which sum shall be in addition to the other
savings to be effected by the Farm Credit Administra-
tion as a result of this order.

(9) The unexpended balances of appropriations to the
Secretary of Agriculture, the Federal Farm Loan Bu-
reau, and the Federal Farm Board for salaries, ex-
penses, and all other administrative expenditures in
the execution of the functions herein vested in the
Farm Credit Administration shall be transferred to and
vested in the Farm Credit Administration as a single
fund for its use for salaries, expenses, and all other ad-
ministrative expenditures for the execution of any or
all of such functions without restriction as to the par-
ticular functions for the execution of which the same
were originally appropriated. All other appropriations,
allotments, and other funds available for use in connec-
tion with the functions and executive agencies hereby
transferred and consolidated are hereby transferred to
and vested in the Farm Credit Administration, and
shall be available for use by it, for the same purposes
as if the Farm Credit Administration were named in
the law or authority providing such appropriations, al-
lotments, or other funds.

(10) All power, authority, and duties conferred by law
upon any officer, executive agency, or head thereof,
from which or from whom transfer is hereinbefore
made, in relation to the executive agency or function
transferred, are transferred to and vested in the Gov-
ernor of the Farm Credit Administration.

(11) The Governor of the Farm Credit Administration
is directed to dismiss, furlough, transfer, or make other
appropriate disposition of such of the officers and em-
ployees under his jurisdiction and control as are not re-
quired for the proper execution of the functions of the
Farm Credit Administration.

(12) The Governor of the Farm Credit Administration
is authorized to execute any and all functions and per-
form any and all duties vested in him through such per-
sons as he shall by order designate or employ.

(13) The Governor of the Farm Credit Administration,
by order or rules and regulations, may consolidate, re-
group, and transfer offices, bureaus, activities, and
functions in the Farm Credit Administration, so far as
may be required to carry out the purposes to which this
order is directed, and may fix or change the names of
such offices, bureaus, and activities and the duties,
powers, and titles of their executive heads.
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This order shall take effect upon the sixty-first cal-
endar day after its transmission to Congress unless
otherwise determined in accordance with the provi-
sions of section 407 of the act cited above, as amended.

[All functions, powers and duties of the Governor of
the Farm Credit Administration which relate to the
making, administration, and liquidation of all loans
identified or referred to in pars. 5(b), 5(c), and 5(d) of
this Executive Order were abolished by act Aug. 14,
1946, ch. 964, § 2(a)(2), 60 Stat. 1062, set out as a note
under sections 1001 to 1006 of Title 7, Agriculture.]

§ 2241. Farm Credit Administration

The Farm Credit Administration shall be an
independent agency in the executive branch of
the Government. It shall be composed of the
Farm Credit Administration Board and such
other personnel as are employed in carrying out
the functions, powers, and duties vested in the
Farm Credit Administration by this chapter.

(Pub. L. 92–181, title V, § 5.7, Dec. 10, 1971, 85
Stat. 617; Pub. L. 99–205, title II, § 201(1), Dec. 23,
1985, 99 Stat. 1688.)

AMENDMENTS

1985—Pub. L. 99–205 amended section generally, sub-
stituting ‘‘Farm Credit Administration Board and such
other personnel’’ for ‘‘Federal Farm Credit Board, the
Governor of the Farm Credit Administration, and such
other personnel’’.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

INTERIM IMPLEMENTATION OF 1985 AMENDMENT

Section 402 of Pub. L. 99–205 provided that:
‘‘(a) Until the Chairman of the Farm Credit Adminis-

tration Board provided for under the amendment made
by section 201(1) of this Act [see section 2242 of this
title] is appointed by the President and confirmed by
the Senate, the Governor of the Farm Credit Adminis-
tration, under the Farm Credit Act of 1971 [this chap-
ter] as in effect on the day before the date of enactment
of this Act [Dec. 23, 1985], shall perform the functions
of the Chairman prescribed for the Chairman by this
Act [Pub. L. 99–205, see Short Title of 1985 Amendment
note set out under section 2001 of this title].

‘‘(b)(1) Except as provided in paragraph (2), until at
least two members of the Farm Credit Administration
Board provided under the amendment made by section
201(1) of this Act [see section 2242 of this title] are ap-
pointed by the President and confirmed by the Senate,
the Governor of the Farm Credit Administration, under
the Farm Credit Act of 1971 [this chapter] as in effect
on the day before the date of enactment of this Act
[Dec. 23, 1985], shall perform the functions of the Farm
Credit Administration Board prescribed for such Board
by this Act [Pub. L. 99–205, see Short Title of 1985
Amendment note set out under section 2001 of this
title].

‘‘(2) When the Chairman of such Board is so appointed
and confirmed, the Chairman shall assume any respon-
sibilities and powers of the Board being exercised by
the Governor under this subsection.

‘‘(c) In carrying out the duties and functions specified
in subsections (a) and (b), the Governor of the Farm
Credit Administration shall serve at the pleasure of the
President.

‘‘(d) All regulations of the Farm Credit Administra-
tion or the institutions of the System, and all charters,
bylaws, resolutions, stock classifications, and policy
directives issued or approved by the Farm Credit Ad-
ministration, and all elections held and appointments
made under the Farm Credit Act of 1971 [this chapter],
before the date of enactment of this Act [Dec. 23, 1985],

shall be continuing and remain valid until superseded,
modified, or replaced under the authority of this Act
[Pub. L. 99–205, see Short Title of 1985 Amendment note
set out under section 2001 of this title].’’

§ 2242. Farm Credit Administration Board

(a) Appointment
The management of the Farm Credit Adminis-

tration shall be vested in a Farm Credit Admin-
istration Board (referred to in this part as ‘‘the
Board’’). The Board shall consist of three mem-
bers, who shall be citizens of the United States
and broadly representative of the public inter-
est. Members of the Board shall be appointed by
the President, by and with the advice and con-
sent of the Senate. Not more than two members
of the Board shall be members of the same polit-
ical party. Of the persons thus appointed, one
shall be designated by the President to serve as
Chairman of the Board for the duration of the
member’s term. The members of the Board shall
be ineligible during the time they are in office
and for two years thereafter to hold any office,
position, or employment in any institution of
the Farm Credit System.
(b) Terms of office

The term of office of each member of the
Board shall be six years, except that the terms
of the two members, other than the Chairman,
first appointed under subsection (a) of this sec-
tion shall expire, one on the expiration of two
years after the date of appointment, and one on
the expiration of four years after the date of ap-
pointment. Members of the Board shall not be
appointed to succeed themselves, except that
the members first appointed under subsection
(a) of this section for a term of less than six
years may be reappointed for a full six-year
term and members appointed to fill unexpired
terms of three years or less may be reappointed
for a full six-year term. Any vacancy shall be
filled for the unexpired term on like appoint-
ment. Any member of the Board shall continue
to serve as such after the expiration of the mem-
ber’s term until a successor has been appointed
and qualified.
(c) Organization

Each member of the Board, within fifteen days
after notice of appointment, shall subscribe to
the oath of office. The Board may transact busi-
ness if a vacancy exists, provided a quorum is
present. A quorum shall consist of two members
of the Board. The Board shall hold at least one
meeting each month and such additional meet-
ings at such times and places as it may fix and
determine. Such meetings shall be held on the
call of the Chairman or any two Board members.
The Board shall adopt such rules as it deems ap-
propriate for the transaction of business by the
Board, and shall keep permanent and accurate
records and minutes of the actions and proceed-
ings of the Board.
(d) Compensation

The members of the Board shall devote their
full time and attention to the business of the
Board. The Chairman of the Board shall receive
compensation at the rate prescribed for level III
of the Executive Schedule under section 5314 of
title 5. Each of the other members of the Board
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shall receive compensation at the rate pre-
scribed for level IV of the Executive Schedule
under section 5315 of title 5. Each member of the
Board shall be reimbursed for necessary travel,
subsistence, and other expenses in the discharge
of the member’s official duties without regard to
other laws with respect to allowance for travel
and subsistence of officers and employees of the
United States. This subsection shall be subject
to the provisions of section 2245 of this title.
(e) Qualifications of Farm Credit Administration

Board members
The President shall appoint members of the

Board who—
(1) are experienced or knowledgeable in agri-

cultural economics and financial reporting
and disclosure;

(2) are experienced or knowledgeable in the
regulation of financial entities; or

(3) have a strong financial, legal, or regu-
latory background.

(Pub. L. 92–181, title V, § 5.8, Dec. 10, 1971, 85
Stat. 617; Pub. L. 96–592, title V, § 503, Dec. 24,
1980, 94 Stat. 3449; Pub. L. 99–205, title II, § 201(1),
Dec. 23, 1985, 99 Stat. 1688; Pub. L. 100–233, title
IV, § 431(a), Jan. 6, 1988, 101 Stat. 1658; Pub. L.
102–552, title I, § 102, Oct. 28, 1992, 106 Stat. 4103.)

AMENDMENTS

1992—Subsec. (e). Pub. L. 102–552 added subsec. (e).
1988—Subsec. (c). Pub. L. 100–233 amended last sen-

tence generally, substituting ‘‘business by the Board,’’
for ‘‘its business’’ and ‘‘the actions and proceedings of
the Board’’ for ‘‘its acts and proceedings’’.

1985—Pub. L. 99–205 amended section generally, sub-
stituting provisions of subsecs. (a) to (d) relating to the
Farm Credit Administration Board for provisions of
former subsecs. (a) to (i) which related to the Federal
Farm Credit Board.

1980—Subsec. (h). Pub. L. 96–592 substituted provi-
sions relating to applicability of compensation under
section 5332 of title 5, for provisions setting forth com-
pensation at the rate of $100 a day.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

INTERIM IMPLEMENTATION OF 1985 AMENDMENT

For provisions authorizing interim implementation
by Governor of Farm Credit Administration of amend-
ments to this section by Pub. L. 99–205, see section 402
of Pub. L. 99–205, set out as a note under section 2241 of
this title.

§ 2243. Powers of Board

The Board shall manage and administer, and
establish policies for, the Farm Credit Adminis-
tration. It—

(1) shall approve the rules and regulations
for the implementation of this chapter not in-
consistent with its provisions;

(2) shall provide for the examination of the
condition of, and general regulation of the per-
formance of the powers, functions, and duties
vested in, each institution of the Farm Credit
System;

(3) shall provide for the performance of all
the powers and duties vested in the Farm
Credit Administration; and

(4) may require such reports as it deems nec-
essary from the institutions of the Farm Cred-
it System.

(Pub. L. 92–181, title V, § 5.9, Dec. 10, 1971, 85
Stat. 619; Pub. L. 99–205, title II, § 201(1), Dec. 23,
1985, 99 Stat. 1689; Pub. L. 100–233, title VIII,
§ 805(w), Jan. 6, 1988, 101 Stat. 1716.)

AMENDMENTS

1988—Pub. L. 100–233 struck out ‘‘; civil proceedings’’
in section catchline.

1985—Pub. L. 99–205 substituted requirement that the
Board manage and administer, and establish policies
for, the Farm Credit Administration for former re-
quirement that the Federal Farm Credit Board estab-
lish the general policy for the guidance of the Farm
Credit Administration, including matters of broad and
general supervisory, advisory, or policy nature; incor-
porated existing text in provisions designated cls. (1) to
(4); substituted in cl. (2) ‘‘general regulation’’ for ‘‘gen-
eral supervision’’; and struck out last sentence which
read as follows: ‘‘The Board shall function as a unit
without delegating any of its functions to individual
members, but may appoint committees and subcommit-
tees for studies and reports for consideration by the
Board. It shall not operate in an administrative capac-
ity.’’

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

INTERIM IMPLEMENTATION OF 1985 AMENDMENT

For provisions authorizing interim implementation
by Governor of Farm Credit Administration of amend-
ments to this section by Pub. L. 99–205, see section 402
of Pub. L. 99–205, set out as a note under section 2241 of
this title.

§ 2244. Chairman; responsibilities; governing
standards

(a) Chairman of Farm Credit Administration
Board; power and authority

(1) The Chairman of the Board shall be the
chief executive officer of the Farm Credit Ad-
ministration.

(2) In carrying out the responsibilities of the
chief executive officer, the Chairman shall be re-
sponsible for directing the implementation of
policies and regulations adopted by the Board
and, after consultation with the Board, the exe-
cution of the administrative functions and du-
ties of the Farm Credit Administration.

(3) In carrying out policies as directed by the
Board, the Chairman shall act as spokesperson
for the Board and represent the Board and the
Farm Credit Administration in their official re-
lations within the Federal Government.

(4) Under policies adopted by the Board, the
Chairman shall consult on a regular basis with—

(A) the Secretary of the Treasury concern-
ing the exercise, by the System, of the powers
conferred under section 2153 of this title;

(B) the Board of Governors of the Federal
Reserve System concerning the effect of Sys-
tem lending activities on national monetary
policy; and

(C) the Secretary of Agriculture concerning
the effect of System policies on farmers,
ranchers, and the agricultural economy.

(b) Governing standards
In carrying out responsibilities under this

chapter, the Chairman of the Board shall be gov-
erned by general policies adopted by the Board
and by such regulatory decisions, findings, and
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determinations as the Board may by law be au-
thorized to make and, as to third persons, all
acts of the Chairman of the Board shall be con-
clusively presumed to be in compliance with
such general policies and regulatory decisions,
findings, and determinations.

(c) Enforcement of rules, regulations, and orders
of Board; civil proceedings; representation
by attorneys

The Chairman of the Board shall enforce the
rules, regulations, and orders of the Board. Ex-
cept as provided in section 518 of title 28, relat-
ing to litigation before the Supreme Court, at-
torneys designated by the Chairman shall rep-
resent the Farm Credit Administration in any
civil proceeding or civil action brought in con-
nection with the administration of
conservatorships and receiverships. Attorneys
designated by the Chairman may represent the
Farm Credit Administration in any other civil
proceedings or civil action when so authorized
by the Attorney General under provisions of
title 28.

(Pub. L. 92–181, title V, § 5.10, Dec. 10, 1971, 85
Stat. 619; Pub. L. 96–592, title V, § 504, Dec. 24,
1980, 94 Stat. 3449; Pub. L. 99–205, title II, § 201(1),
Dec. 23, 1985, 99 Stat. 1689; Pub. L. 100–233, title
IV, § 431(b), Jan. 6, 1988, 101 Stat. 1658.)

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–233 amended subsec. (a)
generally. Prior to amendment, subsec. (a) read as fol-
lows: ‘‘The Chairman of the Board shall be the execu-
tive officer of the Board and the chief executive officer
of the Farm Credit Administration. The Chairman shall
be responsible for directing the implementation of the
policies and regulations adopted by the Board and the
execution of all of the administrative functions and du-
ties of the Farm Credit Administration. The Chairman
shall be the spokesman for the Board and the Farm
Credit Administration and shall represent the Board
and the Farm Credit Administration in their official
relations within the Government. Under policies adopt-
ed by the Board, the Chairman shall consult on a regu-
lar basis with the Secretary of the Treasury in connec-
tion with the exercise by the System of the powers con-
ferred under section 2153 of this title, with the Board of
Governors of the Federal Reserve System in connection
with the effect of System lending activities on national
monetary policy, and with the Secretary of Agriculture
in connection with the effect of System policies on
farmers and the agricultural economy.’’

1985—Pub. L. 99–205 substituted provisions relating to
the Chairman of the Board, his responsibilities, and
governing standards for provisions relating to the Gov-
ernor of the Farm Credit Administration.

1980—Pub. L. 96–592 inserted provisions relating to re-
quirements of the Governor to consult with the Sec-
retary of the Treasury and the Governors of the Fed-
eral Reserve System.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

INTERIM IMPLEMENTATION OF 1985 AMENDMENT

For provisions authorizing interim implementation
by Governor of Farm Credit Administration of amend-
ments to this section by Pub. L. 99–205, see section 402
of Pub. L. 99–205, set out as a note under section 2241 of
this title.

§ 2245. Organization of Farm Credit Administra-
tion

(a) Policies of Board
The Chairman of the Farm Credit Administra-

tion Board, in carrying out the powers and du-
ties vested in the Chairman by this chapter, and
Acts supplementary thereto, shall be governed
by policies of the Board and by such regulatory
decisions, findings, and determinations as the
Board may by law be authorized to make.

(b) Appointments
The Chairman of the Board shall appoint such

personnel as may be necessary to carry out the
functions of the Farm Credit Administration.
The appointment by the Chairman of the heads
of major administrative divisions under the
Board shall be subject to the approval of the
Board.

(c) Personnel
(1) Appointments by Board members

Personnel employed regularly and full-time
in the immediate offices of Board members
shall be appointed by each such Board mem-
ber.

(2) Officers and employees
(A) Appointment, compensation, and benefits

The Chairman shall fix the compensation
and number of, and appoint and direct, em-
ployees of the Administration. The Chair-
man may set and adjust the rates of basic
pay for employees of the Administration
without regard to the provisions of chapter
51, or subchapter III of chapter 53, of title 5.
The Chairman may provide such additional
compensation and benefits to employees of
the Administration as is necessary to main-
tain comparability with the total amount of
compensation and benefits provided by other
Federal bank regulatory agencies. In setting
and adjusting the total amount of compensa-
tion and benefits for employees of the Ad-
ministration, the Chairman shall consult
with, and seek to maintain comparability
with, other Federal bank regulatory agen-
cies.

(B) ��Other Federal bank regulatory agencies��
defined

For purposes of this subsection, the term
‘‘other Federal bank regulatory agencies’’
has the same meaning given to the term
‘‘appropriate Federal banking agency’’ in
section 1813(q) of this title.

(C) Ethics in Government
The officers and employees of the agency

shall be—
(i) subject to the Ethics in Government

Act of 1978; and
(ii) considered officers or employees of

the United States for the purposes of sec-
tions 201 through 203, and sections 205
through 209, of title 18.

(3) Delegation
The powers of the Chairman as chief execu-

tive officer necessary for day to day manage-
ment may be exercised and performed by the
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Chairman through such other officers and em-
ployees of the Administration as the Chair-
man shall designate, except that the Chairman
may not delegate powers specifically reserved
to the Chairman by this chapter without
Board approval.

(d) Funding
The operations of the Farm Credit Adminis-

tration, and the salaries of members of the
Board and employees of the Administration,
shall be funded and paid for from the fund cre-
ated under section 2250 of this title.

(Pub. L. 92–181, title V, § 5.11, Dec. 10, 1971, 85
Stat. 620; Pub. L. 99–205, title II, § 201(1), Dec. 23,
1985, 99 Stat. 1690; Pub. L. 100–233, title IV,
§ 431(c), title VIII, § 805(x), Jan. 6, 1988, 101 Stat.
1659, 1716; Pub. L. 100–399, title IV, § 415(a), title
VII, § 702(b), Aug. 17, 1988, 102 Stat. 1004, 1006;
Pub. L. 101–73, title XII, § 1210, Aug. 9, 1989, 103
Stat. 523.)

REFERENCES IN TEXT

The Ethics in Government Act of 1978, referred to in
subsec. (c)(2)(C)(i), is Pub. L. 95–521, Oct. 26, 1978, 92
Stat. 1824, as amended. For complete classification of
this Act to the Code, see Short Title note set out under
section 101 of Pub. L. 95–521 in the Appendix to Title 5,
Government Organization and Employees, and Tables.

AMENDMENTS

1989—Subsec. (c)(2). Pub. L. 101–73 amended par. (2)
generally. Prior to amendment, par. (2) read as follows:
‘‘The officers and employees of the agency shall be—

‘‘(A) subject to the Ethics in Government Act of
1978 (2 U.S.C. 701 et seq.);

‘‘(B) considered officers or employees of the United
States for the purposes of sections 201 through 203,
and sections 205 through 209, of title 18; and

‘‘(C) subject to section 5373 of title 5.’’
1988—Pub. L. 100–233, § 805(x), which directed the

amendment of this section by striking out the last sen-
tence, was repealed by Pub. L. 100–399, § 702(b). See Con-
struction of 1988 Amendment note below.

Pub. L. 100–233, § 431(c), amended section generally,
substituting subsecs. (a) to (d) for former text consist-
ing of single undesignated paragraph.

Subsec. (c)(2)(C). Pub. L. 100–399, § 415(a), substituted
‘‘5373’’ for ‘‘5315’’.

1985—Pub. L. 99–205 substituted provisions respecting
organization of the Farm Credit Administration for
provisions relating to compensation and expense allow-
ance of the Governor of the Farm Credit Administra-
tion.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by section 415(a) of Pub. L. 100–399 effec-
tive as if enacted immediately after enactment of Pub.
L. 100–233, which was approved Jan. 6, 1988, see section
1001(a) of Pub. L. 100–399, set out as a note under sec-
tion 2002 of this title.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

CONSTRUCTION OF 1988 AMENDMENT

Section 702(b) of Pub. L. 100–399 provided that section
805(x) of Pub. L. 100–233, cited as a credit to this sec-
tion, is repealed and that this section shall be applied
and administered as if such section had not been en-
acted.

INTERIM IMPLEMENTATION OF 1985 AMENDMENT

For provisions authorizing interim implementation
by Governor of Farm Credit Administration of amend-

ments to this section by Pub. L. 99–205, see section 402
of Pub. L. 99–205, set out as a note under section 2241 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2242 of this title.

§ 2246. Advisory committees

The Chairman of the Board, subject to the ap-
proval of the Board, may establish one or more
advisory committees in accordance with the
Federal Advisory Committee Act and may ap-
point to such committee or committees individ-
uals who are members of the Federal Farm Cred-
it Board when such Board is terminated by the
Farm Credit Amendments Act of 1985.

(Pub. L. 92–181, title V, § 5.12, Dec. 10, 1971, 85
Stat. 620; Pub. L. 99–205, title II, § 201(1), Dec. 23,
1985, 99 Stat. 1690; Pub. L. 100–233, title IV,
§ 431(d), Jan. 6, 1988, 101 Stat. 1660.)

REFERENCES IN TEXT

The Federal Advisory Committee Act, referred to in
text, is Pub. L. 92–463, Oct. 6, 1972, 86 Stat. 770, as
amended, which is set out in the Appendix to Title 5,
Government Organization and Employees.

The Farm Credit Amendments Act of 1985, referred to
in text, is Pub. L. 99–205, Dec. 23, 1985, 99 Stat. 1678. For
complete classification of this Act to the Code, see
Short Title of 1985 Amendment note set out under sec-
tion 2001 of this title and Tables.

AMENDMENTS

1988—Pub. L. 100–233 inserted ‘‘, subject to the ap-
proval of the Board,’’ after ‘‘Chairman of the Board’’.

1985—Pub. L. 99–205 substituted provisions respecting
advisory committees for provisions respecting compli-
ance by the Governor with orders of the Federal Farm
Credit Board.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

INTERIM IMPLEMENTATION OF 1985 AMENDMENT

For provisions authorizing interim implementation
by Governor of Farm Credit Administration of amend-
ments to this section by Pub. L. 99–205, see section 402
of Pub. L. 99–205, set out as a note under section 2241 of
this title.

§ 2247. Repealed. Pub. L. 99�205, title II, § 201(2),
Dec. 23, 1985, 99 Stat. 1690

Section, Pub. L. 92–181, title V, § 5.13, Dec. 10, 1971, 85
Stat. 620, related to authority of Governor of the Farm
Credit Administration to fix powers and duties of divi-
sions and instrumentalities of the Administration.

EFFECTIVE DATE OF REPEAL

Repeal effective thirty days after Dec. 23, 1985, see
section 401 of Pub. L. 99–205, set out as an Effective
Date of 1985 Amendment note under section 2001 of this
title.

§ 2248. Seal of the Farm Credit Administration

The Farm Credit Administration shall have a
seal, as adopted by the Board, which shall be ju-
dicially noted.

(Pub. L. 92–181, title V, § 5.13, formerly § 5.14,
Dec. 10, 1971, 85 Stat. 620; renumbered § 5.13 and
amended Pub. L. 99–205, title II, § 201(3), Dec. 23,
1985, 99 Stat. 1690.)
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PRIOR PROVISIONS

A prior section 5.13 of Pub. L. 92–181 was classified to
section 2247 of this title prior to repeal by Pub. L.
99–205, title II, § 201(2), Dec. 23, 1985, 99 Stat. 1690.

AMENDMENTS

1985—Pub. L. 99–205 substituted ‘‘Board’’ for ‘‘Gov-
ernor’’.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

§ 2249. Administrative expenses

The Farm Credit Administration may, within
the limits of funds available therefor, make nec-
essary expenditures for personnel services and
rent at the seat of Government and elsewhere;
contract stenographic reporting services; pur-
chase and exchange lawbooks, books of ref-
erence, periodicals, newspapers, expenses of at-
tendance at meetings and conferences; purchase,
operation, and maintenance at the seat of Gov-
ernment and elsewhere of motor-propelled pas-
senger-carrying vehicles and other vehicles;
printing and binding; and for such other facili-
ties and services, including temporary employ-
ment by contract or otherwise, as it may from
time to time find necessary for the proper ad-
ministration of this chapter. The Farm Credit
Administration may dispose of property so ac-
quired and any amounts collected from the dis-
position of such property shall be deposited in
the special fund provided for in section 2250(b) of
this title and shall be available to the Adminis-
tration in the same manner and for the same
purposes as the funds collected under section
2250(a) of this title.

(Pub. L. 92–181, title V, § 5.14, formerly § 5.15,
Dec. 10, 1971, 85 Stat. 620; Pub. L. 96–592, title V,
§ 505, Dec. 24, 1980, 94 Stat. 3449; renumbered § 5.14
and amended Pub. L. 99–205, title II, § 201(4), Dec.
23, 1985, 99 Stat. 1690.)

PRIOR PROVISIONS

A prior section 5.14 of Pub. L. 92–181 was renumbered
section 5.13 and is classified to section 2248 of this title.

AMENDMENTS

1985—Pub. L. 99–205 made technical amendments to
the references to sections 2250(b) and 2250(a) of this
title appearing in second sentence to reflect the renum-
bering of the corresponding section of the original act.

1980—Pub. L. 96–592 inserted provisions relating to
disposal of property and deposit of amounts from such
disposal.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2251 of this title.

§ 2250. Farm Credit Administration operating ex-
penses fund

(a) Determinations required
(1) Generally

Prior to the first day of each fiscal year, the
Farm Credit Administration shall determine—

(A) the cost of administering this chapter
for the subsequent fiscal year, including ex-
penses for official functions;

(B) the amount of assessments that will be
required to pay such administrative ex-
penses, taking into consideration the funds
contained in the Administrative Expense Ac-
count, and maintain a necessary reserve; and

(C) the amount of assessments that will be
required to pay the costs of supervising and
examining the Mortgage Corporation estab-
lished under subchapter VIII of this chapter.

(2) Apportionments
On the basis of the determinations made

under paragraph (1), the Farm Credit Adminis-
tration shall—

(A) apportion the amount of the assess-
ment described in paragraph (1)(B) among
the System institutions on a basis that is
determined to be equitable by the Farm
Credit Administration;

(B) assess and collect such apportioned
amounts from time to time during the fiscal
year as determined necessary by the Farm
Credit Administration; and

(C) assess and collect from the Mortgage
Corporation, from time to time during the
fiscal year, the amount described in para-
graph (1)(C).

(b) Deposits into fund
(1) Treasury fund

The amounts collected under subsection (a)
of this section shall be deposited in the Farm
Credit Administration Administrative Ex-
pense Account. The Expense Account shall be
maintained in the Treasury of the United
States and shall be available, without regard,
for purposes of sequestration, to the Balanced
Budget and Emergency Deficit Control Act of
1985 [2 U.S.C. 900 et seq.], to pay the expenses
of the Farm Credit Administration.

(2) Nongovernment funds
The funds contained in the Expense Account

shall not be construed to be Federal Govern-
ment funds or appropriated moneys.

(3) Investment
(A) Authority

On request of the Farm Credit Administra-
tion, the Secretary of the Treasury shall in-
vest and reinvest such amounts contained in
the Expense Account as, in the determina-
tion of the Farm Credit Administration, are
in excess of the amounts necessary for cur-
rent expenses of the Farm Credit Adminis-
tration.

(B) Returns
All income earned from such investments

and reinvestments shall be deposited in the
Expense Account.

(C) Type
Such investments shall be made in public

debt securities with maturities suitable to
the needs of the Expense Account, as deter-
mined by the Farm Credit Administration,
and bearing interest at rates determined by
the Secretary of the Treasury, taking into
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consideration current market yields on out-
standing marketable obligations of the
United States of comparable maturities.

(Pub. L. 92–181, title V, § 5.15, formerly § 5.16,
Dec. 10, 1971, 85 Stat. 620; renumbered § 5.15 and
amended Pub. L. 99–205, title II, §§ 201(5),
205(g)(6), Dec. 23, 1985, 99 Stat. 1690, 1707; Pub. L.
100–233, title IV, § 432(a), Jan. 6, 1988, 101 Stat.
1660; Pub. L. 100–399, title IV, § 416(a), (b), Aug.
17, 1988, 102 Stat. 1004; Pub. L. 102–552, title V,
§ 510, Oct. 28, 1992, 106 Stat. 4132.)

REFERENCES IN TEXT

The Balanced Budget and Emergency Deficit Control
Act of 1985, referred to in subsec. (b)(1), is title II of
Pub. L. 99–177, Dec. 12, 1985, 99 Stat. 1038, as amended,
which enacted chapter 20 (§ 900 et seq.) and sections 654
to 656 of Title 2, The Congress, amended sections 602,
622, 631 to 642, and 651 to 653 of Title 2, sections 1104 to
1106, and 1109 of Title 31, Money and Finance, and sec-
tion 911 of Title 42, The Public Health and Welfare, re-
pealed section 661 of Title 2, enacted provisions set out
as notes under section 900 of Title 2 and section 911 of
Title 42, and amended provisions set out as a note
under section 621 of Title 2. For complete classification
of this Act to the Code, see Short Title note set out
under section 900 of Title 2 and Tables.

PRIOR PROVISIONS

A prior section 5.15 of Pub. L. 92–181 was renumbered
section 5.14 and is classified to section 2249 of this title.

AMENDMENTS

1992—Subsec. (b)(1). Pub. L. 102–552 inserted ‘‘, for
purposes of sequestration,’’ after ‘‘regard’’ and struck
out ‘‘or any other law’’ before ‘‘, to pay the expenses’’.

1988—Pub. L. 100–233 amended section generally. Prior
to amendment, section read as follows:

‘‘(a) The Farm Credit Administration shall prior to
the first day of each fiscal year estimate the cost of ad-
ministrative expenses for the ensuing fiscal year in ad-
ministering this chapter, including official functions,
and shall apportion the amount so determined among
the institutions of the System on such equitable basis
as the Farm Credit Administration shall determine,
and shall assess against and collect in advance the
amounts so apportioned from the institutions among
which the apportionment is made.

‘‘(b) The amounts collected pursuant to subsection (a)
of this section shall be covered into the Treasury, and
credited to a special fund and, without regard to other
law, shall be available to the Farm Credit Administra-
tion for expenditure during each fiscal year for salaries
and expenses of the Farm Credit Administration. As
soon as practicable after the end of each such fiscal
year, the Farm Credit Administration shall determine,
on a fair and reasonable basis, the cost of operation of
the Farm Credit Administration and the part thereof
which fairly and equitably should be allocated to each
bank and association as its share of the cost during the
fiscal year of the Farm Credit Administration. If the
amount so allocated is greater than the amount col-
lected from the bank or other institutions, the dif-
ference shall be collected from such bank or other in-
stitutions, and, if less, shall be refunded from the spe-
cial fund to the bank or other institutions entitled
thereto or credited in the special fund to such bank or
other institutions for use for the same purposes in fu-
ture fiscal years.’’

Subsec. (a)(2)(A). Pub. L. 100–399, § 416(a), substituted
‘‘the assessment described in paragraph (1)(B)’’ for
‘‘such assessment’’.

Subsec. (a)(2)(C). Pub. L. 100–399, § 416(b), substituted
‘‘described’’ for ‘‘specified’’.

1985—Subsec. (b). Pub. L. 99–205, § 205(g)(6), sub-
stituted ‘‘the Farm Credit Administration’’ for ‘‘said
Administration’’ twice in first sentence, and for ‘‘the

Administration’’ and ‘‘such Administration’’ in second
sentence.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2245, 2249, 2251
of this title.

§ 2251. Quarters and facilities for the Farm Cred-
it Administration

As an alternate to the rental of quarters under
section 2249 of this title, and without regard to
any other provision of law, the banks of the Sys-
tem, with the concurrence of two-thirds of the
bank boards, are hereby authorized—

(1) To lease or acquire real property in the
District of Columbia or elsewhere for quarters of
the Farm Credit Administration.

(2) To construct, develop, furnish, and equip
such building thereon and such facilities appur-
tenant thereto as in their judgment may be ap-
propriate to provide, to the extent the Board
may deem advisable, suitable, and adequate
quarters and facilities for the Farm Credit Ad-
ministration.

(3) To enlarge, remodel, or reconstruct the
same.

(4) To make or enter into contracts for any of
the foregoing.

(5) To sell or otherwise dispose of any interest
in property leased or acquired under the fore-
going if authorized by the Board.

The Board may require of the respective banks
of the System, and they shall make to the Farm
Credit Administration, such advances of funds
for the purposes set out in this section as in the
sole judgment of the Board may from time to
time be advisable for the purposes of this sec-
tion. Such advances shall be in addition to and
kept in a separate fund from the assessments
authorized in section 2250 of this title and shall
be apportioned by the Board among the banks in
proportion to the total assets of the respective
banks, and determined in such manner and at
such times as the Board may prescribe. The
powers of the banks of the System and purposes
for which obligations may be issued by such
banks are hereby enlarged to include the pur-
pose of obtaining funds to permit the making of
advances required by this section. The plans and
decisions for such building and facilities and for
the enlargement, remodeling, or reconstruction
thereof shall be such as is approved in the sole
discretion of the Board. In actions undertaken
by the banks pursuant to the foregoing provi-
sions of this section, the Farm Credit Adminis-
tration may act as agent for the banks.

(Pub. L. 92–181, title V, § 5.16, formerly § 5.17,
Dec. 10, 1971, 85 Stat. 621; Pub. L. 96–592, title V,
§ 506, Dec. 24, 1980, 94 Stat. 3449; renumbered § 5.16
and amended Pub. L. 99–205, title II, § 201(6), Dec.
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23, 1985, 99 Stat. 1690; Pub. L. 100–233, title VIII,
§ 805(y), Jan. 6, 1988, 101 Stat. 1717; Pub. L.
100–399, title IX, § 901(l), Aug. 17, 1988, 102 Stat.
1008.)

PRIOR PROVISIONS

A prior section 5.16 of Pub. L. 92–181 was renumbered
section 5.15 and is classified to section 2250 of this title.

AMENDMENTS

1988—Pub. L. 100–399 substituted ‘‘bank boards’’ for
‘‘district boards’’ in introductory provisions.

Pub. L. 100–233 transferred undesignated provisions
following par. (4) consisting of four sentences relating
to advances of funds for purposes set out in this section
as in the sole judgment of the Board may from time to
time be advisable for purposes of this section, to a posi-
tion immediately before last sentence of this section
which provides for agency status of Administration for
the banks.

1985—Pub. L. 99–205, § 201(6)(A)–(C), made technical
amendments to the references to sections 2249 and 2250
of this title in first and third sentences to reflect the
renumbering of the corresponding sections of the origi-
nal act, and struck out ‘‘Federal Farm Credit’’ before
‘‘Board’’ in par. (2) of first sentence.

1980—Pub. L. 96–592 added par. (5) and provisions re-
specting agency status of Administration for the
banks.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

§ 2252. Powers and duties

(a) Enumerated powers
The Farm Credit Administration shall have

the following powers, functions, and responsibil-
ities in connection with the institutions of the
Farm Credit System and the administration of
this chapter:

(1) Modify the boundaries of farm credit dis-
tricts, with due regard for the farm credit
needs of the country, as approved by the
Board, with the concurrence of the district
banks involved.

(2)(A) Where necessary or appropriate to
carry out the policy and objectives of this
chapter, issue and approve amendments to
Federal charters of institutions of the System;
approve change in names of banks operating
under this chapter; approve the merger of dis-
tricts when agreed to by the district bank
boards involved and by a majority vote of the
voting stockholders and contributors to the
guaranty funds of each bank for each of such
districts, voting in the same manner as is pro-
vided in section 2279a of this title; approve
mergers and any related activities as provided
for in subchapter VII of this chapter; and ap-
prove the consolidation or division of the ter-
ritories of institutions when agreed to by a
majority vote of the voting stockholders or
contributors to the guaranty fund of each of
the institutions involved; and approve consoli-
dations of boards of directors when agreed to

by a majority vote of the voting stockholders
or contributors to the guaranty fund of each of
the institutions involved. In issuing charters
and certificates of territory for district-wide
mergers of associations where stockholders of
one or more associations did not approve the
merger, the charter of the new or merged asso-
ciation shall not include the territory of the
disagreeing association or associations; char-
ters issued during calendar year 1985 for dis-
trict-wide new or merged associations which
included the territory of a disagreeing associa-
tion shall be revoked and reissued to exclude
such territory, unless subsequently agreed to
by the board of directors of such association or
associations. The Farm Credit Administration
Board shall ensure that disapproving associa-
tions (A) shall not be charged any assessment
under this chapter at a rate higher than that
charged other like associations in the district,
and (B) shall be provided with financial serv-
ices and assistance on the same basis as other
like associations in the district (including, but
not limited to, access to credit and rates of in-
terest on loans and discounts) by a district
Farm Credit bank to the association and its
member-borrowers. The Farm Credit Adminis-
tration Board, after consultation with the re-
spective boards of directors of the affected
banks, may require two or more banks operat-
ing under the same or different titles to merge
if the Board determines that one of such banks
has failed to meet its outstanding obligations.

(B) The Farm Credit Administration shall
not issue a charter to, or approve an amend-
ment to the charter of, any institution of the
Farm Credit System to operate under sub-
chapter I or II of this chapter that would au-
thorize the institution to exercise lending au-
thority, whether directly or indirectly as an
agent of a Farm Credit Bank, in a territory in
which the charter of another such institution
authorizes the other institution to exercise
like authority, whether directly or indirectly
as an agent of a Farm Credit Bank, except
with the approval of—

(i) in a case affecting only the charter of
one or more associations—

(I) a majority of the shareholders
(present and voting or voting by proxy) of
each of the associations that would have
like lending authority (whether directly or
indirectly as an agent of a Farm Credit
Bank) in any of that territory if the char-
ter action were taken; and

(II) a majority of the board of directors
of the Farm Credit Bank with which the
affected associations are affiliated; or

(ii) in a case affecting the charter of one or
more banks—

(I) a majority of the shareholders
(present and voting or voting by proxy) of
the affiliated associations of each of the
banks that would have like lending au-
thority in any of that territory if the char-
ter action were taken;

(II) a majority of the shareholders
(present and voting or voting by proxy) of
each of the banks that would have like
lending authority in any of that territory
if the charter action were taken; and
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(III) a majority vote of the boards of di-
rectors of each of the banks that would
have like lending authority in any of that
territory if the charter action were taken.

(C) Subparagraph (B) shall apply only in
those geographic areas where, due to the fail-
ure of a Federal intermediate credit bank to
merge in accordance with section 410(a) of the
Agricultural Credit Act of 1987 (12 U.S.C. 2011
note), the Federal intermediate credit bank or
its successor is chartered to provide short- and
intermediate-term credit, and a neighboring
Farm Credit Bank that is not the successor to
the Federal intermediate credit bank is char-
tered to provide long-term credit, in the same
geographic territory.

(3) Make annual reports directly to Congress
on the condition of the System and its institu-
tions, based on the examinations carried out
under section 2254 of this title, and on the
manner and extent to which the purposes and
objectives of this chapter are being carried out
and, from time to time, recommend directly
legislative changes. The annual reports shall
include a summary and analysis of the reports
submitted to the Farm Credit Administration
by the Farm Credit Banks under section
2207(b) of this title relating to programs for
serving young, beginning, and small farmers
and ranchers.

(4) Approve the issuance of obligations of the
System under subsections (c) and (d) of section
2153 of this title for the purpose of funding the
authorized operations of the institutions of
the System, and prescribe collateral therefor.

(5) Grant approvals provided for under this
chapter either on a case-by-case basis or
through regulations that confer approval on
actions of Farm Credit System institutions.

(6) Establish standards for the System insti-
tutions with respect to loan security require-
ments and regulate the borrowing, repayment,
and transfer of funds and equities between in-
stitutions of the System.

(7) Conduct loan and collateral security re-
view.

(8) Regulate the preparation by System in-
stitutions and the dissemination to stockhold-
ers and investors of information on the finan-
cial condition and operations of such institu-
tions, except that the requirements of the
Farm Credit Administration governing the
dissemination to stockholders of quarterly re-
ports of System institutions may not be more
burdensome or costly than the requirements
applicable to national banks, and the Farm
Credit Administration may not require any
System institution to disclose in any report to
stockholders information concerning the con-
dition or classification of a loan—

(A) to a director of the institution—
(i) who has resigned before the time for

filing the applicable report with the Farm
Credit Administration; or

(ii) whose term of office will expire no
later than the date of the meeting of
stockholders to which the report relates;
or

(B) to a member of the immediate family
of a director of the institution unless—

(i) the family member resides in the
same household as the director; or

(ii) the director has a material financial
or legal interest in the loan or business op-
eration of the family member.

(9) Prescribe rules and regulations necessary
or appropriate for carrying out this chapter.

(10) Exercise the powers conferred on it
under part C of this subchapter for the purpose
of ensuring the safety and soundness of Sys-
tem institutions.

(11) Exercise such incidental powers as may
be necessary or appropriate to fulfill its duties
and carry out the purposes of this chapter.

(12) Require surety bonds or other provisions
for protection of the assets of the institutions
of the System against losses occasioned by
employees.

(13)(A) Subject to subparagraph (B), the
Farm Credit Administration may approve an
amendment to the charter of any institution
of the Farm Credit System operating under
subchapter I or II of this chapter, which would
authorize the institution to exercise lending
authority in any territory—

(i) in the geographic area served by an as-
sociation that was reassigned pursuant to
section 433 of the Agricultural Credit Act of
1987 (12 U.S.C. 2071 note) (where the geo-
graphic area was a part of the association’s
territory as of the date of the reassignment);
and

(ii) in which the charter of an institution
that is not seeking the charter amendment
authorizes the institution to exercise the
type of lending authority that is the subject
of the charter request.

(B) The Farm Credit Administration may
approve a charter amendment under subpara-
graph (A) only on the approval of—

(i) the respective boards of directors of the
associations that, if the charter request is
approved, would exercise like lending au-
thority in any of the territory that is the
subject of the charter request;

(ii) a majority of the stockholders of each
association described in clause (i) voting, in
person or by proxy, at a duly authorized
stockholders’ meeting; and

(iii) the respective boards of directors of
the Farm Credit Banks that, if the charter
request is approved, would exercise, either
directly or through associations, like lend-
ing authority in any of the territory de-
scribed in subparagraph (A)(i).

(14)(A) Subject to subparagraph (B), the
Farm Credit Administration may approve a
request to charter an association of the Farm
Credit System to operate under subchapter II
of this chapter where the proposed charter—

(i) will include any of the geographic area
included in the territory served by an asso-
ciation that was reassigned pursuant to sec-
tion 433 of the Agricultural Credit Act of
1987 (12 U.S.C. 2071 note) (where the geo-
graphic area was a part of the association’s
territory as of the date of the reassignment);
and

(ii) will authorize the association to exer-
cise lending authority in any territory in
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the geographic area in which the charter of
an association that is not requesting the
charter authorizes the association to exer-
cise the type of lending authority that is the
subject of the charter request.

(B) The Farm Credit Administration may
approve a charter request under subparagraph
(A) only on the approval of—

(i) the respective boards of directors of the
associations that, if the charter request is
approved, would exercise like lending au-
thority in any of the territory that is the
subject of the charter request;

(ii) a majority vote of the stockholders (if
any) of each association described in clause
(i) voting, in person or by proxy, at a duly
authorized stockholder’s meeting; and

(iii) the respective boards of directors of
the Farm Credit Banks that, if the charter
request is approved, would exercise, either
directly or through associations, like lend-
ing authority in any of the territory de-
scribed in subparagraph (A)(i).

(b) Exclusions
The Farm Credit Administration shall not

have authority, either direct or indirect, to ap-
prove bylaws, or any amendments or modifica-
tions or changes to bylaws, of System institu-
tions.
(c) Proposed and final regulations; procedures

applicable
(1) At least thirty days prior to publishing any

proposed regulation in the Federal Register, the
Farm Credit Administration shall transmit a
copy of the regulation to the Committee on Ag-
riculture of the House of Representatives and
the Committee on Agriculture, Nutrition, and
Forestry of the Senate. The Farm Credit Admin-
istration shall also transmit to such committees
a copy of any final regulation prior to its publi-
cation in the Federal Register. Except as pro-
vided in paragraph (2) of this subsection, no
final regulation of the Farm Credit Administra-
tion shall become effective prior to the expira-
tion of thirty calendar days after it is published
in the Federal Register during which either or
both Houses of the Congress are in session.

(2) In the case of an emergency, a final regula-
tion of the Farm Credit Administration may be-
come effective without regard to the last sen-
tence of paragraph (1) of this subsection if the
Farm Credit Administration notifies in writing
the Committee on Agriculture of the House of
Representatives and the Committee on Agri-
culture, Nutrition, and Forestry of the Senate
setting forth the reasons why it is necessary to
make the regulation effective prior to the expi-
ration of the thirty-day period.
(d) Legislative veto of regulations; procedures

applicable
(1) If there are any unresolved differences be-

tween the Farm Credit Administration and the
Board of Governors of the Federal Reserve Sys-
tem as to whether any regulation implementing
section 2128(b) of this title or the other provi-
sions of subchapter III relating to the authority
under section 2128(b) of this title conforms to
national banking policies, objectives and limita-
tions, simultaneously with promulgation of any

such regulation under this chapter, and simulta-
neously with promulgation of any regulation
implementing section 2015(b) of this title, the
Farm Credit Administration shall transmit a
copy thereof to the Secretary of the Senate and
the Clerk of the House of Representatives. Ex-
cept as provided in paragraph (2), the regulation
shall not become effective if, within ninety cal-
endar days of continuous session of Congress
after the date of promulgation, both Houses of
Congress adopt a concurrent resolution, the
matter after the resolving clause of which is as
follows: ‘‘That Congress disapproves the regula-
tions promulgated by the Farm Credit Adminis-
tration dealing with the matter of ,
which regulation was transmitted to Congress
on ’’, the blank spaces therein being
appropriately filled.

(2) If at the end of sixty calendar days of con-
tinuous session of Congress after the date of pro-
mulgation of a regulation, no committee of ei-
ther House of Congress has reported or been dis-
charged from further consideration of a concur-
rent resolution disapproving the regulation, and
neither House has adopted such a resolution, the
regulation may go into effect immediately. If,
within such sixty calendar days, such a commit-
tee has reported or been discharged from further
consideration of such a resolution, or either
House has adopted such a resolution, the regula-
tion may go into effect not sooner than ninety
calendar days of continuous session of Congress
after its promulgation unless disapproved as
provided in paragraph (1).

(3) For the purposes of paragraphs (1) and (2) of
this subsection—

(i) continuity of session is broken only by an
adjournment of Congress sine die; and

(ii) the days on which either House is not in
session because of an adjournment of more
than three days to a day certain are excluded
in the computation of sixty and ninety cal-
endar days of continuous session of Congress.

(4) Congressional inaction on or rejection of a
resolution of disapproval shall not be deemed an
expression of approval of such regulation.

(Pub. L. 92–181, title V, § 5.17, formerly § 5.18,
Dec. 10, 1971, 85 Stat. 621; Pub. L. 96–592, title V,
§§ 507, 508, Dec. 24, 1980, 94 Stat. 3449; renumbered
§ 5.17 and amended Pub. L. 99–205, title II, § 201(7),
Dec. 23, 1985, 99 Stat. 1691; Pub. L. 99–509, title I,
§ 1036, Oct. 21, 1986, 100 Stat. 1878; Pub. L. 100–233,
title II, § 207(a)(2), title IV, § 417, formerly § 414,
§ 418(d), formerly § 415(d), §§ 424(a), 431(e), title
VIII, §§ 802(v), 805(z), Jan. 6, 1988, 101 Stat. 1607,
1653, 1656, 1660, 1713, 1717, renumbered §§ 417,
418(d), Pub. L. 100–399, title IV, § 409(a), Aug. 17,
1988, 102 Stat. 1003; Pub. L. 100–399, title II, § 205,
title IV, § 409(e), title IX, § 901(m), (n), Aug. 17,
1988, 102 Stat. 993, 1003, 1008; Pub. L. 101–624, title
XVIII, § 1843(a)(1), Nov. 28, 1990, 104 Stat. 3836;
Pub. L. 102–237, title V, § 502(h), Dec. 13, 1991, 105
Stat. 1869; Pub. L. 102–552, title IV, § 401(c), title
V, § 511, Oct. 28, 1992, 106 Stat. 4128, 4132; Pub. L.
104–105, title II, §§ 210, 211, Feb. 10, 1996, 110 Stat.
174.)

PRIOR PROVISIONS

A prior section 5.17 of Pub. L. 92–181 was renumbered
section 5.16 and is classified to section 2251 of this title.
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AMENDMENTS

1996—Subsec. (a)(2)(A). Pub. L. 104–105, § 210, struck
out ‘‘or management agreements’’ after ‘‘consolida-
tions of boards of directors’’ in first sentence.

Subsec. (a)(8). Pub. L. 104–105, § 211, inserted ‘‘the re-
quirements of the Farm Credit Administration govern-
ing the dissemination to stockholders of quarterly re-
ports of System institutions may not be more burden-
some or costly than the requirements applicable to na-
tional banks, and’’ after ‘‘except that’’.

1992—Subsec. (a)(2). Pub. L. 102–552, § 401(c), des-
ignated existing provisions as subpar. (A) and added
subpars. (B) and (C).

Subsec. (a)(13), (14). Pub. L. 102–552, § 511, added pars.
(13) and (14).

1991—Subsec. (a)(8)(B)(ii). Pub. L. 102–237 struck out
second period at end.

1990—Subsec. (a)(13). Pub. L. 101–624 struck out par.
(13) which read as follows: ‘‘Except for associations, ap-
prove the salary scale for employees of the institutions
of the System, and approve the compensation of the
chief executive officer of such institutions: Provided,
That no salary scale or rate of compensation shall be
approved under this provision unless determined by the
Board to be fair and reasonable. The Board may not
delegate its responsibilities under this paragraph.’’

1988—Subsec. (a)(1). Pub. L. 100–399, § 901(m)(1), sub-
stituted ‘‘district banks’’ for ‘‘district boards’’.

Subsec. (a)(2). Pub. L. 100–399, § 901(m)(2), substituted
‘‘district bank boards’’ for ‘‘boards of the districts’’.

Pub. L. 100–399, § 409(e), substituted ‘‘approve the con-
solidation or division of the territories of institutions
when agreed to’’ for ‘‘the consolidation or division of
the territories that they serve when agreed to’’.

Pub. L. 100–233, § 802(v)(1)(A), substituted ‘‘approve
amendments to’’ for ‘‘amend or modify’’.

Pub. L. 100–233, § 415(d), substituted ‘‘section 2279a of
this title’’ for ‘‘section 2181 of this title’’ and ‘‘approve
mergers and any related activities as provided for in
subchapter VII of this chapter; and’’ for ‘‘; approve
mergers of banks operating under the same subchapter
of this chapter, merger of Federal land bank associa-
tions, merger of production credit associations, and’’.

Pub. L. 100–233, § 414, substituted ‘‘. The Farm Credit
Administration Board shall ensure that disapproving
associations (A) shall not be charged any assessment
under this chapter at a rate higher than that charged
other like associations in the district, and (B) shall be
provided with financial services and assistance on the
same basis as other like associations in the district’’
for ‘‘; and the Farm Credit Administration shall ensure
that the board of directors of district banks does not
discriminate against the disapproving associations in
exercising its supervisory authorities. Such associa-
tions shall not be (i) charged any assessment under this
chapter at a rate higher than that charged other like
associations in the district or (ii) discriminated against
in the provision of any financial service and assist-
ance’’.

Pub. L. 100–233, § 431(e)(1), substituted ‘‘The Farm
Credit Administration Board, after consultation with
the respective boards of directors of the affected banks,
may require two or more banks operating under the
same or different titles to merge if the Board deter-
mines that one of such banks has failed to meet its out-
standing obligations’’ for ‘‘The Chairman of the Farm
Credit Administration Board, after consultation with
the respective district board or boards and the board of
directors of the Capital Corporation may require two or
more banks of the Farm Credit System (other than
Central Banks for Cooperatives) operating under the
same subchapter to merge if the Chairman determines
that one of such banks has failed to meet outstanding
obligations of such bank.’’

Subsec. (a)(3). Pub. L. 100–399, § 901(m)(3), substituted
‘‘Farm Credit Banks under section 2207(b) of this title’’
for ‘‘Federal land banks and Federal intermediate cred-
it banks under section 2207(b) of this title’’.

Subsec. (a)(5). Pub. L. 100–233, § 802(v)(1)(B), struck
out ‘‘that meet standards and criteria established by

the Farm Credit Administration, including standards
and criteria with respect to (A) interest rates on obli-
gations of Farm Credit System institutions, and (B) the
payment of dividends or patronage refunds by Farm
Credit System institutions’’ after ‘‘Farm Credit insti-
tutions’’.

Subsec. (a)(8). Pub. L. 100–399, § 205, redesignated par.
(9) as (8).

Pub. L. 100–233, § 207(a)(2), struck out par. (8) which
read as follows: ‘‘Make investments in stock of the Cap-
ital Corporation out of the revolving fund referred to in
section 2151 of this title, and require the retirement of
such stock.’’

Subsec. (a)(9). Pub. L. 100–399, § 205, redesignated par.
(10) as (9). Former par. (9) redesignated (8).

Pub. L. 100–233, § 424(a), inserted provisions limiting
Farm Credit Administration from requiring System in-
stitutions to disclose in reports to stockholders certain
information concerning condition or classification of
loans to certain directors or members of immediate
family of certain directors.

Subsec. (a)(10) to (12). Pub. L. 100–399, § 205, redesig-
nated pars. (11) to (13) as (10) to (12), respectively.
Former par. (10) redesignated (9).

Subsec. (a)(13). Pub. L. 100–399, § 205, redesignated par.
(14) as (13). Former par. (13) redesignated (12).

Pub. L. 100–233, § 805(z), redesignated par. (14) as (13),
and struck out former par. (13) which read as follows:
‘‘Sue and be sued, complain and defend in any court of
law or equity, State or Federal. All suits of a civil na-
ture at common law or in equity to which the Farm
Credit Administration shall be a party shall be deemed
to arise under the laws of the United States, and the
United States district courts shall have original juris-
diction thereof, without regard to the amount of the
controversy; and the Farm Credit Administration may,
without bond or security, remove any such action, suit,
or proceeding from a State court to the United States
district court for the district or division embracing the
place where the same is pending by following any pro-
cedure for removal now or hereafter in effect. Service
of process on the Farm Credit Administration shall be
in accordance with provisions of title 28 and rules
adopted under title 28 for suits in which an agency of
the United States is a party. The Farm Credit Adminis-
tration shall designate an agent at its principal office
to accept service of process.’’

Subsec. (a)(14). Pub. L. 100–399, § 205, redesignated par.
(14) as (13).

Pub. L. 100–233, §§ 431(e)(2), 805(z), redesignated par.
(15) as (14) and inserted ‘‘by the Board’’ and ‘‘The Board
may not delegate its responsibilities under this para-
graph.’’ Former subsec. (14) redesignated (13).

Subsec. (a)(15). Pub. L. 100–233, § 805(z), redesignated
par. (15) as (14).

Subsecs. (b), (c). Pub. L. 100–233, § 802(v)(2), added sub-
sec. (b) and redesignated former subsec. (b) as (c).
Former subsec. (c) redesignated (d).

Subsec. (d). Pub. L. 100–233, § 802(v)(2), redesignated
subsec. (c) as (d).

Subsec. (d)(1). Pub. L. 100–399, § 901(n)(1), made tech-
nical amendment to reference to sections 2015(b) and
2128(b) of this title involving underlying provisions of
original act and requiring no change in text.

Pub. L. 100–399, § 901(n), substituted ‘‘section 2015(b) of
this title’’ for ‘‘section 2074 of this title’’.

1986—Subsec. (a)(5)(A). Pub. L. 99–509 struck out ‘‘and
on loans made or discounted by such institutions’’ after
‘‘Farm Credit System institutions’’.

1985—Subsec. (a). Pub. L. 99–205 amended subsec. (a)
generally, revising and reorganizing the enumerated
powers of the Farm Credit Administration by sub-
stituting pars. (1) to (15) for former pars. (1) to (17).

1980—Pub. L. 96–592 designated existing provisions as
subsec. (a), in par. (3) inserted provisions relating to
summary and analysis of reports, and added subsecs. (b)
and (c).

EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by Pub. L. 102–237 effective as if included
in the provision of the Food, Agriculture, Conservation,
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and Trade Act of 1990, Pub. L. 101–624, to which the
amendment relates, see section 1101(b)(4) of Pub. L.
102–237, set out as a note under section 1421 of Title 7,
Agriculture.

EFFECTIVE DATE OF 1988 AMENDMENTS

Amendment by sections 205 and 409(a), (e) of Pub. L.
100–399 effective as if enacted immediately after enact-
ment of Pub. L. 100–233, which was approved Jan. 6,
1988, and amendment by section 901(m), (n) of Pub. L.
100–399 effective immediately after amendment made
by section 401 of Pub. L. 100–233, which was effective 6
months after Jan. 6, 1988, see section 1001 of Pub. L.
100–399, set out as a note under section 2002 of this title.

Amendment by section 207(a)(2) of Pub. L. 100–233 ef-
fective 15 days after Jan. 6, 1988, see section 207(b) of
Pub. L. 100–233 set out as an Effective Date of Repeal
note under section 2152 of this title.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

REGULATIONS

Section 424(b) of Pub. L. 100–233 provided that: ‘‘With-
in 30 days after the date of the enactment of this Act
[Jan. 6, 1988], the Farm Credit Administration shall
amend its regulations as necessary to implement the
amendment made by subsection (a) [amending this sec-
tion].’’

TERMINATION OF REPORTING REQUIREMENTS

For termination, effective May 15, 2000, of provisions
in subsec. (a)(3) of this section relating to requirement
to make annual reports to Congress, see section 3003 of
Pub. L. 104–66, as amended, set out as a note under sec-
tion 1113 of Title 31, Money and Finance, and page 166
of House Document No. 103–7.

REGULATORY REVIEW

Section 212 of Pub. L. 104–105 provided that:
‘‘(a) FINDINGS.—Congress finds that—

‘‘(1) the Farm Credit Administration, in the role of
the Administration as an arms-length safety and
soundness regulator, has made considerable progress
in reducing the regulatory burden on Farm Credit
System institutions;

‘‘(2) the efforts of the Farm Credit Administration
described in paragraph (1) have resulted in cost sav-
ings for Farm Credit System institutions; and

‘‘(3) the cost savings described in paragraph (2) ulti-
mately benefit the farmers, ranchers, agricultural co-
operatives, and rural residents of the United States.
‘‘(b) CONTINUATION OF REGULATORY REVIEW.—The

Farm Credit Administration shall continue the com-
prehensive review of regulations governing the Farm
Credit System to identify and eliminate, consistent
with law, safety, and soundness, all regulations that
are unnecessary, unduly burdensome or costly, or not
based on law.’’

FORBEARANCE AND RESTRUCTURING FOR FARM LOANS;
FARM CREDIT ADMINISTRATION

Pub. L. 100–387, title III, § 313(b), Aug. 11, 1988, 102
Stat. 950, provided that: ‘‘It further is the sense of Con-
gress that the Farm Credit Administration should in
its oversight of Farm Credit System institutions, with
respect to farmers and ranchers who suffer major losses
due to drought, hail, excessive moisture, or related con-
dition in 1988—

‘‘(1) ensure that Farm Credit System institutions
exercise forbearance in the collection of principal and
interest on loans outstanding to such farmers and
ranchers;

‘‘(2) expedite the use of credit restructuring and
other credit relief mechanisms authorized under the
Agricultural Credit Act of 1987 [Pub. L. 100–233, Jan.

6, 1988, 101 Stat. 1568, see Tables for classification]
and related provisions of law for such farmers and
ranchers; and

‘‘(3) encourage other lenders participating with
Farm Credit System institutions in mutual loan
agreements to exercise forbearance before declaring
loans to such farmers and ranchers in default.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2002, 2275a,
2279aa–11 of this title.

§ 2253. Prior delegations

Any delegations by the Farm Credit Adminis-
tration and redelegations thereof made in ac-
cordance with section 5.19 of the Farm Credit
Act of 1971 as in effect prior to the effective date
of the Farm Credit Amendments Act of 1985 may
continue in full force and effect, at the discre-
tion of the Farm Credit Administration, for the
period ending twelve months after December 23,
1985.

(Pub. L. 92–181, title V, § 5.18, as added Pub. L.
99–205, title II, § 202(b), Dec. 23, 1985, 99 Stat.
1693.)

REFERENCES IN TEXT

Section 5.19 of the Farm Credit Act of 1971 as in effect
prior to the effective date of the Farm Credit Amend-
ments Act of 1985, referred to in text, is section 5.19 of
Pub. L. 92–181 which was classified to this section prior
to its repeal by section 202(a) of Pub. L. 99–205, known
as the Farm Credit Amendments Act of 1985. See Prior
Provisions and Effective Date notes below.

PRIOR PROVISIONS

A prior section 2253, Pub. L. 92–181, title V, § 5.19, Dec.
10, 1971, 85 Stat. 622, related to delegation of duties and
powers to financial institutions, prior to repeal, effec-
tive thirty days after Dec. 23, 1985, by Pub. L. 99–205,
title II, § 202(a), Dec. 23, 1985, 99 Stat. 1693.

A prior section 5.18 of Pub. L. 92–181 was renumbered
section 5.17 and is classified to section 2252 of this title.

EFFECTIVE DATE

Section effective thirty days after Dec. 23, 1985, see
section 401 of Pub. L. 99–205, set out as an Effective
Date of 1985 Amendment note under section 2001 of this
title.

§ 2254. Examinations

(a) Scope and frequency of examinations; power,
authority, and liability of examiners

Except for Federal land bank associations,
each institution of the System shall be exam-
ined by Farm Credit Administration examiners
at such times as the Board may determine, but
in no event less than once during each 18-month
period. Each Federal land bank association shall
be examined by Farm Credit Administration ex-
aminers at such times as the Farm Credit Ad-
ministration Board may determine, except that
each such association shall be examined at least
once every three years. Such examinations may
include, if appropriate, but are not limited to,
an analysis of credit and collateral quality and
capitalization of the institution, and appraisals
of the effectiveness of the institution’s manage-
ment and application of policies governing the
carrying out of this chapter and regulations of
the Farm Credit Administration and servicing
all eligible borrowers. Examination of banks
shall include an analysis of the compensation
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paid to the chief executive officer and the salary
scales of the employees of the bank. At the di-
rection of the Board, Farm Credit Administra-
tion examiners also shall make examinations of
the condition of any organization, other than
federally regulated financial institutions, to,
for, or with which any institution of the System
contemplates making a loan or discounting
paper. For the purposes of this chapter, examin-
ers of the Farm Credit Administration shall be
subject to the same requirements, responsibil-
ities, and penalties as are applicable to examin-
ers under the National Bank Act [12 U.S.C. 21 et
seq.], the Federal Reserve Act [12 U.S.C. 221 et
seq.], and Federal Deposit Insurance Act [12
U.S.C. 1811 et seq.], and other provisions of law
and shall have the same powers and privileges as
are vested in such examiners by law.

(b) Annual report of condition
(1) Each institution of the System shall make

and publish an annual report of condition as pre-
scribed by the Farm Credit Administration.
Each such report shall contain financial state-
ments prepared in accordance with generally ac-
cepted accounting principles, except with re-
spect to any actions taken by any banks of the
System under section 2159(b) of this title, and
contain such additional information as the
Farm Credit Administration by regulation may
require. Notwithstanding the provisions of the
preceding sentence and any other provision of
this chapter, for the period July 1, 1986, through
December 31, 1988, the institutions of the Farm
Credit System may, on the prior approval of the
Farm Credit Administration and subject to such
conditions as it may establish, capitalize annu-
ally their provision for losses that is in excess of
one-half of 1 percent of loans outstanding and
amortize such capitalized amounts over a period
not to exceed 20 years. Such financial state-
ments of System institutions shall be audited by
an independent public accountant.

(2) In accordance with the regulations of the
Farm Credit Administration, for the period end-
ing December 31, 1992, System institutions are
authorized to use the authorities contained in
the third sentence of paragraph (1) except as
otherwise provided in section 2278a–6 of this
title.

(3) Any preferred stock issued under section
2278b–7 of this title shall be subordinated to, and
impaired before, other stock or equities of the
institution.

(c) Report of examination of noncomplying insti-
tution; publication; notice of intention

The Farm Credit Administration may publish
the report of examination of any System insti-
tution that does not, before the end of the 120th
day after the date of notification of the recom-
mendations and suggestions of the Farm Credit
Administration, based on such examination,
comply with such recommendations and sugges-
tions to the satisfaction of the Farm Credit Ad-
ministration. The Farm Credit Administration
shall give notice of intention to publish in the
event of such noncompliance at least 90 days be-
fore such publication. Such notice of intention
may be given any time after such notification of
recommendations and suggestions.

(d) Duties of Farm Credit Administration
On receipt of a request made under section

2277a–8(b)(1)(B) of this title with respect to a
System institution, the Farm Credit Adminis-
tration shall—

(1) furnish for the confidential use of the
Farm Credit System Insurance Corporation re-
ports of examination of the institution and
other reports or information on the institu-
tion; and

(2)(A) examine, or obtain other information
on, the institution and furnish for the con-
fidential use of the Farm Credit System Insur-
ance Corporation the report of the examina-
tion and such other information; or

(B) if the Farm Credit Administration Board
determines that compliance with the request
would substantially impair the ability of the
Farm Credit Administration to carry out the
other duties and responsibilities of the Farm
Credit Administration under this chapter, no-
tify the Board of Directors of the Farm Credit
System Insurance Corporation that the Farm
Credit Administration will be unable to com-
ply with the request.

(Pub. L. 92–181, title V, § 5.19, formerly § 5.20,
Dec. 10, 1971, 85 Stat. 623; renumbered § 5.19 and
amended Pub. L. 99–205, title II, § 203(a), Dec. 23,
1985, 99 Stat. 1693; Pub. L. 99–509, title I, § 1037,
Oct. 21, 1986, 100 Stat. 1878; Pub. L. 100–233, title
II, § 205(b), title IV, § 432(b), Jan. 6, 1988, 101 Stat.
1607, 1661; Pub. L. 100–399, title II, § 204, title IV,
§ 416(c), Aug. 17, 1988, 102 Stat. 993, 1004; Pub. L.
101–624, title XVIII, § 1843(b), Nov. 28, 1990, 104
Stat. 3836; Pub. L. 102–552, title V, §§ 512, 513(b),
Oct. 28, 1992, 106 Stat. 4133, 4134; Pub. L. 104–105,
title II, § 213, Feb. 10, 1996, 110 Stat. 175.)

PRIOR PROVISIONS

A prior section 5.19 of Pub. L. 92–181 was classified to
section 2253 of this title prior to repeal by Pub. L.
99–205, title II, § 202(a), Dec. 23, 1985, 99 Stat. 1693.

REFERENCES IN TEXT

The National Bank Act, referred to in subsec. (a), is
act June 3, 1864, ch. 106, 13 Stat. 99, as amended, which
is classified principally to chapter 2 (§ 21 et seq.) of this
title. For complete classification of this Act to the
Code, see References in Text note set out under section
38 of this title.

The Federal Reserve Act, referred to in subsec. (a), is
act Dec. 23, 1913, ch. 6, 38 Stat. 251, as amended, which
is classified principally to chapter 3 (§ 221 et seq.) of
this title. For complete classification of this Act to the
Code, see References in Text note set out under section
226 of this title and Tables.

The Federal Deposit Insurance Act, referred to in
subsec. (a), is act Sept. 21, 1950, ch. 967, § 2, 64 Stat. 873,
as amended, which is classified generally to chapter 16
(§ 1811 et seq.) of this title. For complete classification
of this Act to the Code, see Short Title note set out
under section 1811 of this title and Tables.

AMENDMENTS

1996—Subsec. (a). Pub. L. 104–105 substituted ‘‘during
each 18-month period’’ for ‘‘each year’’ in first sen-
tence.

1992—Subsec. (a). Pub. L. 102–552, § 512, substituted
‘‘may include, if appropriate’’ for ‘‘shall include’’ in
third sentence.

Subsec. (d). Pub. L. 102–552, § 513(b), added subsec. (d).
1990—Subsec. (a). Pub. L. 101–624 inserted after third

sentence ‘‘Examination of banks shall include an
analysis of the compensation paid to the chief execu-
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tive officer and the salary scales of the employees of
the bank.’’

1988—Subsec. (a). Pub. L. 100–399, § 416(c), substituted
‘‘at least once every three years’’ for ‘‘at least once
every 5 years’’.

Pub. L. 100–233, § 432(b), substituted ‘‘Except for Fed-
eral land bank associations, each’’ for ‘‘Each’’, sub-
stituted ‘‘the Board’’ for ‘‘the Chairman of the Board’’
in two places, and inserted after first sentence ‘‘Each
Federal land bank association shall be examined by
Farm Credit Administration examiners at such times
as the Farm Credit Administration Board may deter-
mine, except that each such association shall be exam-
ined at least once every 5 years.’’

Subsec. (b). Pub. L. 100–233, § 205(b), designated exist-
ing provisions as par. (1) and added pars. (2) and (3).

Subsec. (b)(2). Pub. L. 100–399, § 204, substituted ‘‘the
third sentence of paragraph (1)’’ for ‘‘this section’’.

1986—Subsec. (b). Pub. L. 99–509 substituted second
and third sentences for former second sentence which
read as follows: ‘‘Each such report shall contain finan-
cial statements prepared in accordance with generally
accepted accounting principles and contain such addi-
tional information as the Farm Credit Administration
by regulation may require.’’

1985—Pub. L. 99–205 in amending section generally,
revised and restated existing provisions in subsec. (a)
and added subsecs. (b) and (c). Prior to amendment, sec-
tion read as follows: ‘‘Except as provided herein, each
institution of the System, and each of their agents, at
such times as the Governor of the Farm Credit Admin-
istration may determine, shall be examined and au-
dited by farm credit examiners under the direction of
an independent chief Farm Credit Administration ex-
aminer, but each bank and each production credit asso-
ciation shall be examined and audited not less fre-
quently than once each year. Such examinations shall
include objective appraisals of the effectiveness of man-
agement and application of policies in carrying out the
provisions of this chapter and in servicing all eligible
borrowers. If the Governor determines it to be nec-
essary or appropriate, the required examinations and
audits may be made by independent certified public ac-
countants, certified by a regulatory authority of a
State, and in accordance with generally accepted audit-
ing standards. Upon request of the Governor or any
bank of the System, farm credit examiners shall also
make examinations and written reports of the condi-
tion of any organization, other than national banks, to
which, or with which, any institution of the System
contemplates making a loan or discounting paper of
such organization. For the purposes of this chapter, ex-
aminers of the Farm Credit Administration shall be
subject to the same requirements, responsibilities, and
penalties as are applicable to examiners under the Na-
tional Bank Act [12 U.S.C. 21 et seq.], the Federal Re-
serve Act [12 U.S.C. 221 et seq.], the Federal Deposit In-
surance Act [12 U.S.C. 1811 et seq.], and other provisions
of law and shall have the same powers and privileges as
are vested in such examiners by law.’’

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

EFFECTIVE DATE OF 1985 AMENDMENT

Amendment by Pub. L. 99–205 effective thirty days
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set
out as a note under section 2001 of this title.

RESTRAINT BY FEDERAL BANK REGULATORY AGENCIES
IN OVERSEEING AGRICULTURAL BORROWERS

Pub. L. 99–198, title XIII, § 1326, Dec. 23, 1985, 99 Stat.
1540, provided that:

‘‘(a) Congress finds and declares that—
‘‘(1) high production costs and low commodity

prices have combined to reduce farm income to the

lowest levels since the depths of the Depression in the
1930’s, to subject many agricultural producers,
through no fault of their own, to severe economic
hardship, and in many cases temporarily but seri-
ously to impair producers’ ability to meet loan repay-
ment schedules in a timely fashion; and

‘‘(2) a policy of adverse classification of agricul-
tural loans by bank examiners under these circum-
stances will trigger a wave of foreclosures and simi-
lar actions on the part of banks, thereby depressing
land values and prices for agricultural facilities and
equipment and having a devastating effect on farmers
and the banking industry, and upon rural areas of the
United States in general.
‘‘(b) It is therefore the sense of Congress that the

Federal bank regulatory agencies should ensure, in
their examination procedures, that examiners exercise
caution and restraint and give due consideration not
only to the current cash flow of agricultural borrowers
under financial stress, but to factors such as their loan
collateral and ultimate ability to repay as well, for so
long as the adverse economic effects of the cost-price
squeeze of recent years continue to impair the ability
of these borrowers to meet scheduled repayments on
their loans.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2001, 2252,
2278a–6 of this title.

§ 2255. Conditions of other banks and lending in-
stitutions

The Comptroller of the Currency is authorized
and directed, upon request of the Farm Credit
Administration to furnish for confidential use of
an institution of the System such reports,
records, and other information as he may have
available relating to the financial condition of
national banks through, for, or with which such
institution of the System has made or con-
templates making discounts or loans and to
make such further examination, as may be
agreed, of organizations through, for, or with
which such institution of the Farm Credit Sys-
tem has made or contemplates making dis-
counts or loans.

(Pub. L. 92–181, title V, § 5.20, formerly § 5.21,
Dec. 10, 1971, 85 Stat. 623; renumbered § 5.20, Pub.
L. 99–205, title II, § 203(b), Dec. 23, 1985, 99 Stat.
1694.)

PRIOR PROVISIONS

A prior section 5.20 of Pub. L. 92–181 was renumbered
section 5.19 and is classified to section 2254 of this title.

§ 2256. Consent to the availability of reports and
to examinations

Any organization other than State banks,
trust companies, and savings associations shall,
as a condition precedent to securing discount
privileges with a bank of the Farm Credit Sys-
tem, file with such bank its written consent to
examination by farm credit examiners as may
be directed by the Farm Credit Administration;
and State banks, trust companies, and savings
associations may be required in like manner to
file a written consent that reports of their ex-
amination by constituted State authorities may
be furnished by such authorities upon the re-
quest of the Farm Credit Administration.

(Pub. L. 92–181, title V, § 5.21, formerly § 5.22,
Dec. 10, 1971, 85 Stat. 623; renumbered § 5.21, Pub.
L. 99–205, title II, § 203(b), Dec. 23, 1985, 99 Stat.
1694.)
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PRIOR PROVISIONS

A prior section 5.21 of Pub. L. 92–181 was renumbered
section 5.20 and is classified to section 2255 of this title.

§ 2257. Reports on conditions of institutions re-
ceiving loans or deposits

The executive departments, boards, commis-
sions, and independent establishments of the
Government of the United States, the Federal
Deposit Insurance Corporation, the Comptroller
of the Currency, the Board of Governors of the
Federal Reserve System, and the Federal Re-
serve banks are severally authorized under such
conditions as they may prescribe, upon request
of the Farm Credit Administration, to make
available to it or to any institution of the Sys-
tem in confidence all reports, records, or other
information relating to the condition of any or-
ganization to which such institution of the Sys-
tem has made or contemplates making loan or
for which it has or contemplates discounting
paper, or which it is using or contemplates using
as a custodian of securities or other credit in-
struments, or a depository. The Federal Reserve
banks in their capacity as depositories, agents,
and custodians for bonds, debentures, and other
obligations issued by the banks of the System or
book entries thereof are also authorized and di-
rected, upon request of the Farm Credit Admin-
istration, to make available for audit by farm
credit examiners all appropriate books, ac-
counts, financial records, files, and other papers.

(Pub. L. 92–181, title V, § 5.22, formerly § 5.23,
Dec. 10, 1971, 85 Stat. 624; renumbered § 5.22, Pub.
L. 99–205, title II, § 203(b), Dec. 23, 1985, 99 Stat.
1694.)

PRIOR PROVISIONS

A prior section 5.22 of Pub. L. 92–181 was renumbered
section 5.21 and is classified to section 2256 of this title.

§ 2257a. Uniform financial reporting instructions

(a) In general
Each System institution shall comply with

uniform financial reporting instructions re-
quired by the Farm Credit Administration, to
standardize and facilitate the reporting of Sys-
tem data.
(b) Computerized system

If the financial reports are maintained by a
computer system, each System institution may
develop an internal computer system or it may
contract out to a vendor under open competitive
bidding any or all aspects of the computerized
system.
(c) Submission of proposal

Within 6 months of January 6, 1988, each Sys-
tem institution shall submit to the Farm Credit
Administration a report on the plan of that in-
stitution to bring the operations of the institu-
tion into compliance with the uniform financial
reporting instructions required by the Farm
Credit Administration.

(Pub. L. 92–181, title V, § 5.22A, as added Pub. L.
100–233, title IV, § 429, Jan. 6, 1988, 101 Stat. 1658.)

§ 2258. Jurisdiction

Each institution of the System shall for the
purposes of jurisdiction be deemed to be a citi-

zen of the State, commonwealth, or District of
Columbia in which its principal office is located.

(Pub. L. 92–181, title V, § 5.23, formerly § 5.24,
Dec. 10, 1971, 85 Stat. 624; Pub. L. 94–184, § 1(b),
Dec. 31, 1975, 89 Stat. 1060; renumbered § 5.23,
Pub. L. 99–205, title II, § 203(b), Dec. 23, 1985, 99
Stat. 1694.)

PRIOR PROVISIONS

A prior section 5.23 of Pub. L. 92–181 was renumbered
section 5.22 and is classified to section 2257 of this title.

AMENDMENTS

1975—Pub. L. 94–184 struck out provisions prohibiting
district court jurisdiction on the basis of incorporation
under this Act or prior Federal law, and prohibiting ju-
risdiction except in cases by or against the United
States or one of its officers, or against a person over
whom State courts have no jurisdiction and except in
cases by or against a receiver or conservator appointed
under this chapter.

§ 2259. State legislation

Whenever it is determined by the Farm Credit
Administration, or by judicial decision, that a
State law is applicable to the obligations and se-
curities authorized to be held by the institu-
tions of the System under this chapter, which
law would provide insufficient protection or in-
adequate safeguards against loss in the event of
default, the Farm Credit Administration may
declare such obligations or securities to be ineli-
gible as collateral for the issuance of new notes,
bonds, debentures, and other obligations under
this chapter.

(Pub. L. 92–181, title V, § 5.24, formerly § 5.25,
Dec. 10, 1971, 85 Stat. 624; renumbered § 5.24, Pub.
L. 99–205, title II, § 203(b), Dec. 23, 1985, 99 Stat.
1694.)

PRIOR PROVISIONS

A prior section 5.24 of Pub. L. 92–181 was renumbered
section 5.23 and is classified to section 2258 of this title.

§ 2260. Transferred

CODIFICATION

Section, Pub. L. 92–181, title V, § 5.30, as added Pub. L.
96–592, title V, § 509, Dec. 24, 1980, 94 Stat. 3450, which re-
lated to audit and report to Congress by the Comptrol-
ler General, was renumbered section 5.44 of Pub. L.
92–181 by, Pub. L. 99–205, title II, § 205(a)(2), Dec. 23, 1985,
99 Stat. 1703, and was transferred to section 2275 of this
title.

PART C—ENFORCEMENT POWERS OF FARM
CREDIT ADMINISTRATION

PART REFERRED TO IN OTHER SECTIONS

This part is referred to in sections 2252, 2279aa–11, 4909
of this title.

§ 2261. Cease and desist proceedings

(a) If, in the opinion of the Farm Credit Ad-
ministration, any institution in the Farm Credit
System, or any director, officer, employee,
agent, or other person participating in the con-
duct of the affairs of such an institution is en-
gaging or has engaged, or the Farm Credit Ad-
ministration has reasonable cause to believe
that the institution or any director, officer, em-
ployee, agent, or other person participating in
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the conduct of the affairs of such institution is
about to engage, in an unsafe or unsound prac-
tice in conducting the business of such institu-
tion, or is violating or has violated, or the Farm
Credit Administration has reasonable cause to
believe that the institution or any director, offi-
cer, employee, agent, or other person participat-
ing in the conduct of the affairs of such institu-
tion is about to violate, a law, rule, or regula-
tion, or any condition imposed in writing by the
Farm Credit Administration in connection with
the granting of any application or other request
by the institution or any written agreement en-
tered into with the Farm Credit Administration,
the Farm Credit Administration may issue and
serve upon the institution or such director, offi-
cer, employee, agent, or other person a notice of
charges in respect thereof. The notice shall con-
tain a statement of the facts constituting the
alleged violation or violations or the unsafe or
unsound practice or practices, and shall fix a
time and place at which a hearing will be held
to determine whether an order to cease and de-
sist therefrom should issue against the institu-
tion or the director, officer, employee, agent, or
other person participating in the conduct of the
affairs of such institution. Such hearing shall be
fixed for a date not earlier than thirty days nor
later than sixty days after service of such notice
unless an earlier or a later date is set by the
Farm Credit Administration at the request of
any party so served. Unless the party or parties
so served shall appear at the hearing personally
or by a duly authorized representative, they
shall be deemed to have consented to the issu-
ance of the cease and desist order. In the event
of such consent, or if upon the record made at
any such hearing, the Farm Credit Administra-
tion shall find that any violation or unsafe or
unsound practice specified in the notice of
charges has been established, the Farm Credit
Administration may issue and serve upon the in-
stitution or the director, officer, employee,
agent, or other person participating in the con-
duct of the affairs of such institution an order to
cease and desist from any such violation or
practice. Such order may, by provisions that
may be mandatory or otherwise, require the in-
stitution or its directors, officers, employees,
agents, and other persons participating in the
conduct of the affairs of such institution to
cease and desist from the same, and, further, to
take affirmative action to correct the condi-
tions resulting from any such violation or prac-
tice.

(b) A cease and desist order shall become effec-
tive at the expiration of thirty days after the
service of such order upon the institution or
other person concerned (except in the case of a
cease and desist order issued upon consent,
which shall become effective at the time speci-
fied therein), and shall remain effective and en-
forceable as provided therein except to such ex-
tent as it is stayed, modified, terminated, or set
aside by action of the Farm Credit Administra-
tion or a reviewing court.

(Pub. L. 92–181, title V, § 5.25, as added Pub. L.
99–205, title II, § 204, Dec. 23, 1985, 99 Stat. 1694.)

PRIOR PROVISIONS

A prior section 5.25 of Pub. L. 92–181 was renumbered
section 5.24 and is classified to section 2259 of this title.

EFFECTIVE DATE

Section effective thirty days after Dec. 23, 1985, see
section 401 of Pub. L. 99–205, set out as an Effective
Date of 1985 Amendment note under section 2001 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2262, 2267, 2268
of this title.

§ 2262. Temporary cease and desist orders

(a) Whenever the Farm Credit Administration
shall determine that the violation or threatened
violation or the unsafe or unsound practice or
practices, specified in the notice of charges
served upon the institution or any director, offi-
cer, employee, agent, or other person participat-
ing in the conduct of the affairs of such institu-
tion under section 2261 of this title, or the con-
tinuation thereof, is likely to cause insolvency
or substantial dissipation of assets or earnings
of the institution, or is likely to seriously weak-
en the condition of the institution or otherwise
seriously prejudice the interests of the investors
in Farm Credit System obligations or sharehold-
ers in the institution prior to the completion of
the proceedings conducted under section 2261 of
this title, the Farm Credit Administration may
issue a temporary order requiring the institu-
tion or such director, officer, employee, agent,
or other person to cease and desist from any
such violation or practice and to take affirma-
tive action to prevent such insolvency, dissipa-
tion, condition, or prejudice pending completion
of such proceedings. Such order shall become ef-
fective upon service upon the institution or such
director, officer, employee, agent, or other per-
son participating in the conduct of the affairs of
such institution and, unless set aside, limited,
or suspended by a court in proceedings author-
ized by subsection (b) of this section, shall re-
main effective and enforceable pending the com-
pletion of the administrative proceedings pursu-
ant to such notice and until such time as the
Farm Credit Administration shall dismiss the
charges specified in such notice, or if a cease
and desist order is issued against the institution
or such director, officer, employee, agent, or
other person, until effective date of such order.

(b) Within ten days after the institution con-
cerned or any director, officer, employee, agent,
or other person participating in the conduct of
the affairs of such institution has been served
with a temporary cease and desist order, the in-
stitution or such director, officer, employee,
agent, or other person may apply to the United
States district court for the judicial district in
which the home office of the institution is lo-
cated, or the United States district court for the
District of Columbia, for an injunction setting
aside, limiting, or suspending the enforcement,
operation, or effectiveness of such order pending
the completion of the administrative proceed-
ings pursuant to the notice of charges served
upon the institution or such director, officer,
employee, agent, or other person under section
2261 of this title, and such court shall have juris-
diction to issue such injunction.

(Pub. L. 92–181, title V, § 5.26, as added Pub. L.
99–205, title II, § 204, Dec. 23, 1985, 99 Stat. 1695.)
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PRIOR PROVISIONS

A prior section 5.26 of Pub. L. 92–181 was renumbered
section 5.40 and is set out in part as notes under section
2001 of this title.

EFFECTIVE DATE

Section effective thirty days after Dec. 23, 1985, see
section 401 of Pub. L. 99–205, set out as an Effective
Date of 1985 Amendment note under section 2001 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2263, 2268 of this
title.

§ 2263. Enforcement of temporary cease and de-
sist orders

In the case of violation or threatened viola-
tion of, or failure to obey, a temporary cease
and desist order issued under section 2262 of this
title, the Farm Credit Administration may
apply to the United States district court, or the
United States court of any territory, within the
jurisdiction of which the home office of the in-
stitution is located, for an injunction to enforce
such order, and, if the court shall determine
that there has been such violation or threatened
violation or failure to obey, it shall be the duty
of the court to issue such injunction.

(Pub. L. 92–181, title V, § 5.27, as added Pub. L.
99–205, title II, § 204, Dec. 23, 1985, 99 Stat. 1696.)

PRIOR PROVISIONS

A prior section 5.27 of Pub. L. 92–181, which amended
section 393 of this title and sections 5314 and 5315 of
Title 5, Government Organization and Employees, was
renumbered section 5.41.

EFFECTIVE DATE

Section effective thirty days after Dec. 23, 1985, see
section 401 of Pub. L. 99–205, set out as an Effective
Date of 1985 Amendment note under section 2001 of this
title.

§ 2264. Suspension or removal of director or offi-
cer

(a) Written notice of intention to remove; viola-
tion of law, rule, regulation, or final cease
and desist order; unsafe or unsound practice;
breach of fiduciary duty

Whenever, in the opinion of the Farm Credit
Administration, any director or officer of any
institution in the Farm Credit System has com-
mitted any violation of law, rule, or regulation
or of a cease and desist order that has become
final, or has engaged or participated in any un-
safe or unsound practice in connection with the
institution, or has committed or engaged in any
act, omission, or practice which constitutes a
breach of a fiduciary duty as such director or of-
ficer, and the Farm Credit Administration de-
termines that the institution has suffered or
will probably suffer substantial financial loss or
other damage or that the interests of its share-
holders or investors in Farm Credit System obli-
gations could be seriously prejudiced by reason
of such violation or practice or breach of fidu-
ciary duty, or that the director or officer has re-
ceived financial gain by reason of such violation
or practice or breach of fiduciary duty, and that
such violation or practice or breach of fiduciary

duty is one involving personal dishonesty on the
part of such director or officer, or one that dem-
onstrates a willful or continuing disregard for
the safety or soundness of the System institu-
tion, the Farm Credit Administration may serve
upon such director or officer a written notice of
its intention to remove him from office.
(b) Written notice of intention to remove or sus-

pend director, officer or other person; per-
sonal dishonesty; willful or continuing dis-
regard; unfitness to continue in office or to
participate in affairs of institution

Whenever, in the opinion of the Farm Credit
Administration, any director or officer of an in-
stitution in the Farm Credit System, by conduct
or practice with respect to another institution
in the Farm Credit System or other business in-
stitution that resulted in substantial financial
loss or other damage, has evidenced either his
personal dishonesty or a willful or continuing
disregard for its safety and soundness and, in ad-
dition, has evidenced his unfitness to continue
as a director or officer, and whenever, in the
opinion of the Farm Credit Administration, any
other person participating in the conduct of the
affairs of an institution in the Farm Credit Sys-
tem, by the conduct or practice with respect to
such institution or other institution in the
Farm Credit System or other business institu-
tion that resulted in substantial financial loss
or other damage, has evidenced either personal
dishonesty or a willful or continuing disregard
for its safety and soundness and, in addition, has
evidenced his unfitness to participate in the
conduct of the affairs of such institution, the
Farm Credit Administration may serve upon
such director, officer, or other person a written
notice of its intention to remove that director,
officer, or other person from office or to prohibit
his further participation in any manner in the
conduct of the affairs of the institution.
(c) Suspension from office; prohibition from fur-

ther participation in conduct of affairs of in-
stitution; service of notice

In respect to any director or officer of an in-
stitution in the Farm Credit System or any
other person referred to in subsection (a) or (b)
of this section, the Farm Credit Administration
may, if it deems it necessary for the protection
of the institution or the interests of its share-
holders and the investors in the Farm Credit
System obligations, by written notice to such
effect served upon such director, officer, or
other person, suspend such director, officer, or
other person from office or prohibit such direc-
tor, officer, or other person from further partici-
pation in any manner in the conduct of the af-
fairs of the institution. Such suspension or pro-
hibition shall become effective upon service of
such notice and, unless stayed by a court in pro-
ceedings authorized by subsection (e) of this sec-
tion, shall remain in effect pending the comple-
tion of the administrative proceedings pursuant
to the notice served under subsection (a) or (b)
of this section and until such time as the Farm
Credit Administration shall dismiss the charges
specified in such notice, or, if an order of re-
moval or prohibition is issued against the direc-
tor or officer or other person, until the effective
date of any such order. Copies of any such notice
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shall also be served upon the institution of
which the person is a director or officer or in the
conduct of whose affairs the person has partici-
pated.
(d) Statement of grounds for removal or prohibi-

tion; notice and hearing; order of suspension,
removal or prohibition; service of order

A notice of intention to remove a director, of-
ficer, or other person from office or to prohibit
such director’s, officer’s, or other person’s par-
ticipation in the conduct of the affairs of an in-
stitution in the Farm Credit System, shall con-
tain a statement of the facts constituting
grounds therefor, and shall fix a time and place
at which a hearing will be held thereon. Such
hearing shall be fixed for a date not earlier than
thirty days nor later than sixty days after the
date of service of such notice, unless an earlier
or a later date is set by the Farm Credit Admin-
istration at the request of (1) such director or of-
ficer or other person, and for good cause shown,
or (2) the Attorney General of the United States.
Unless such director, officer, or other person
shall appear at the hearing in person or by a
duly authorized representative, such director,
officer, or other person shall be deemed to have
consented to the issuance of an order of such re-
moval or prohibition. In the event of such con-
sent, or if upon the record made at any such
hearing the Farm Credit Administration shall
find that any of the grounds specified in such
notice have been established, the Farm Credit
Administration may issue such orders of suspen-
sion or removal from office, or prohibition from
participation in the conduct of the affairs of the
institution, as it may deem appropriate. A copy
of an order issued under this subsection shall be
served upon the institution concerned. Any such
order shall become effective at the expiration of
thirty days after service upon such institution
and the director, officer, or other person con-
cerned (except in the case of an order issued
upon consent, which shall become effective at
the time specified therein). Such order shall re-
main effective and enforceable except to such
extent as it is stayed, modified, terminated, or
set aside by action of the agency or a reviewing
court.
(e) Stay of suspension or prohibition

Within ten days after any director, officer, or
other person has been suspended from office or
prohibited from participation in the conduct of
the affairs of a System institution under sub-
section (c) of this section, such director, officer,
or other person may apply to the United States
district court for the judicial district in which
the home office of the institution is located, or
the United States district court for the District
of Columbia, for a stay of either such suspension
or prohibition, or both, pending the completion
of the administrative proceedings pursuant to
the notice served upon such director, officer, or
other person under subsection (a) or (b) of this
section, and such court shall have jurisdiction
to stay either such suspension or prohibition, or
both.

(Pub. L. 92–181, title V, § 5.28, as added Pub. L.
99–205, title II, § 204, Dec. 23, 1985, 99 Stat. 1696;
amended Pub. L. 100–233, title VIII, § 805(aa),

Jan. 6, 1988, 101 Stat. 1717; Pub. L. 100–399, title
VII, § 702(d), Aug. 17, 1988, 102 Stat. 1006.)

PRIOR PROVISIONS

A prior section 5.28 of Pub. L. 92–181 was renumbered
section 5.42 and is set out as a note under section 2001
of this title.

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–233, § 805(aa)(1), des-
ignated provisions preceding subsec. (b) as subsec. (a).

Subsec. (e). Pub. L. 100–399 substituted ‘‘subsection
(c)’’ for ‘‘subsection (d)’’.

Pub. L. 100–233, § 805(aa)(2), substituted ‘‘subsection
(d) of this section’’ for ‘‘subsection (d)(3) of this sec-
tion’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

EFFECTIVE DATE

Section effective thirty days after Dec. 23, 1985, see
section 401 of Pub. L. 99–205, set out as an Effective
Date of 1985 Amendment note under section 2001 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2265, 2269, 2270
of this title.

§ 2265. Suspension or removal of director or offi-
cer charged with felony

(a) Whenever any director or officer of an in-
stitution in the Farm Credit System, or other
person participating in the conduct of the af-
fairs of such institution, is charged in any infor-
mation, indictment, or complaint authorized by
a United States attorney, with the commission
of or participation in a crime involving dishon-
esty or breach of trust that is punishable by im-
prisonment for a term exceeding one year under
State or Federal law, the Farm Credit Adminis-
tration may, if continued service or participa-
tion by the individual may pose a threat to the
interests of the institution’s shareholders or in-
vestors in Farm Credit System obligations or
threaten to impair public confidence in the in-
stitution or the Farm Credit System, by written
notice served upon such director, officer, or
other person, suspend such director, officer, or
other person from office or prohibit such direc-
tor, officer, or other person from further partici-
pation in any manner in the conduct of the af-
fairs of the institution. A copy of such notice
shall also be served upon the institution. Such
suspension or prohibition shall remain in effect
until such information, indictment, or com-
plaint is finally disposed of or until terminated
by the Farm Credit Administration. In the event
that a judgment of conviction with respect to
such crime is entered against such director, offi-
cer, or other person, and at such time as such
judgment is not subject to further appellate re-
view, the Farm Credit Administration may, if
continued service or participation by the indi-
vidual may pose a threat to the interests of the
institution’s shareholders or the investors in
Farm Credit System obligations or may threat-
en to impair public confidence in the institution
or the Farm Credit System, issue and serve upon
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such director, officer, or other person an order
removing such director, officer, or other person
from office or prohibiting such director, officer,
or other person from further participation in
any manner in the conduct of the affairs of the
institution except with the consent of the Farm
Credit Administration. A copy of such order
shall also be served upon such institution,
whereupon such director or officer shall cease to
be a director or officer of such institution. A
finding of not guilty or other disposition of the
charge shall not preclude the Farm Credit Ad-
ministration from thereafter instituting pro-
ceedings to remove such director, officer, or
other person from office or to prohibit further
participation in Farm Credit System affairs
under section 2264 of this title. Any notice of
suspension or order of removal issued under this
paragraph shall remain effective and outstand-
ing until the completion of any hearing or ap-
peal authorized under subsection (b) of this sec-
tion unless terminated by the Farm Credit Ad-
ministration.

(b) Within thirty days from service of any no-
tice of suspension or order of removal issued
under subsection (a) of this section, the director,
officer, or other person concerned may request
in writing an opportunity to appear before the
Farm Credit Administration to show that the
continued service to or participation in the con-
duct of the affairs of the institution by such in-
dividual does not, or is not likely to, pose a
threat to the interest of the institution’s share-
holders or the investors in Farm Credit System
obligations or threaten to impair public con-
fidence in the institution or the Farm Credit
System. Upon receipt of any such request, the
Farm Credit Administration shall fix a time
(not more than thirty days after receipt of such
request, unless extended at the request of the
concerned director, officer, or other person) and
place at which the director, officer, or other per-
son may appear, personally or through counsel,
before the Chairman of the Farm Credit Admin-
istration or designated employees of the Farm
Credit Administration to submit written mate-
rials (or, at the discretion of the Farm Credit
Administration, oral testimony) and oral argu-
ment. Within sixty days of such hearing, the
Farm Credit Administration shall notify the di-
rector, officer, or other person whether the sus-
pension or prohibition from participation in any
manner in the conduct of the affairs of the insti-
tution will be continued, terminated, or other-
wise modified, or whether the order removing
such director, officer, or other person from of-
fice or prohibiting such individual from further
participation in any manner in the conduct of
the affairs of the institution will be rescinded or
otherwise modified. Such notification shall con-
tain a statement of the basis for the Farm Cred-
it Administration’s decision, if adverse to the
director, officer, or other person. The Farm
Credit Administration may prescribe such rules
as may be necessary to effectuate the purposes
of this subsection.

(Pub. L. 92–181, title V, § 5.29, as added Pub. L.
99–205, title II, § 204, Dec. 23, 1985, 99 Stat. 1698;
amended Pub. L. 100–233, title VIII, § 805(bb),
Jan. 6, 1988, 101 Stat. 1717; Pub. L. 100–399, title
VII, § 702(e), Aug. 17, 1988, 102 Stat. 1006.)

PRIOR PROVISIONS

A prior section 5.29 of Pub. L. 92–181 was renumbered
section 5.43 and is set out as a note under section 2001
of this title.

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–233, § 805(bb)(1), sub-
stituted ‘‘may pose a threat to the interests of the in-
stitution’s shareholders or investors in Farm Credit
System obligations or may threaten to impair public
confidence in the institution or the Farm Credit Sys-
tem’’ for ‘‘may pose a threat to the interest of the in-
stitution’s shareholders or the investors in the Farm
Credit System obligations or may threaten to impair
public confidence in the institution or Farm Credit
System’’.

Subsec. (b). Pub. L. 100–233 struck out ‘‘may’’ before
‘‘threaten to impair public confidence’’.

Pub. L. 100–233, § 805(bb)(2), substituted ‘‘of the insti-
tution’s shareholders or the investors in Farm Credit
System obligations or may threaten to impair public
confidence in the institution or the Farm Credit Sys-
tem’’ for ‘‘in Farm Credit System obligations’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

EFFECTIVE DATE

Section effective thirty days after Dec. 23, 1985, see
section 401 of Pub. L. 99–205, set out as an Effective
Date of 1985 Amendment note under section 2001 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2266, 2269, 2270,
2271 of this title.

§ 2266. Hearings and judicial review

(a) Venue; closed hearings; decisions and find-
ings of fact; orders; modification or other ac-
tion by Farm Credit Administration; judicial
review

Any hearing provided for in this part (other
than the hearing provided for in section 2265 of
this title) shall be held in the Federal judicial
district or in the territory in which the home of-
fice of the institution is located unless the party
afforded the hearing consents to another place,
and shall be conducted in accordance with the
provisions of chapter 5 of title 5. Such hearing
shall be private, unless the Farm Credit Admin-
istration, in its discretion, after fully consider-
ing the views of the party afforded the hearing,
determines that a public hearing is necessary to
protect the public interest. After such hearing,
and within ninety days after the Farm Credit
Administration has notified the parties that the
case has been submitted to it for final decision,
it shall render its decision (which shall include
findings of fact upon which its decision is predi-
cated) and shall issue and serve upon each party
to the proceeding an order or orders consistent
with the provisions of this part. Judicial review
of any such order shall be exclusively as pro-
vided in this section. Unless a petition for re-
view is timely filed in a court of appeals of the
United States, as hereinafter provided in sub-
section (b) of this section, and thereafter until
the record in the proceeding has been filed as so
provided, the Farm Credit Administration may
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at any time, upon such notice and in such man-
ner as it shall deem proper, modify, terminate,
or set aside any such order. Upon such filing of
the record, the Farm Credit Administration may
modify, terminate, or set aside any such order
with permission of the court.
(b) Judicial review; commencement of proceed-

ings; filing of petition and record; exclusive
jurisdiction; finality of judgment and decree

Any party to the proceeding, or any person re-
quired by an order issued under this part to
cease and desist from any of the violations or
practices stated therein, may obtain a review of
any order served under subsection (a) of this sec-
tion (other than an order issued with the con-
sent of the System institution or the director or
officer or other person concerned, or an order is-
sued under section 2265 of this title) by the filing
in the court of appeals of the United States for
the circuit in which the home office of the insti-
tution is located, or in the United States Court
of Appeals for the District of Columbia Circuit,
within thirty days after the date of service of
such order, a written petition praying that the
order of the Farm Credit Administration be
modified, terminated, or set aside. A copy of
such petition shall be forthwith transmitted by
the clerk of the court to the Farm Credit Ad-
ministration, and thereupon the Farm Credit
Administration shall file in the court the record
in the proceeding, as provided in section 2112 of
title 28. Upon the filing of such petition, such
court shall have jurisdiction, which upon the fil-
ing of the record shall except as provided in the
last sentence of subsection (a) of this section be
exclusive, to affirm, modify, terminate, or set
aside, in whole or in part, the order of the Farm
Credit Administration. Review of such proceed-
ings shall be had as provided in chapter 7 of title
5. The judgment and decree of the court shall be
final, except that the same shall be subject to
review by the Supreme Court upon certiorari, as
provided in section 1254 of title 28.
(c) Proceedings operating as stays of orders

The commencement of proceedings for judicial
review under subsection (b) of this section shall
not, unless specifically ordered by the court, op-
erate as a stay of any order issued by the Farm
Credit Administration.

(Pub. L. 92–181, title V, § 5.30, as added Pub. L.
99–205, title II, § 204, Dec. 23, 1985, 99 Stat. 1699;
amended Pub. L. 100–233, title VIII, § 805(cc), Jan.
6, 1988, 101 Stat. 1717.)

PRIOR PROVISIONS

A prior section 5.30 of Pub. L. 92–181 was renumbered
section 5.44 and transferred from section 2260 to section
2275 of this title.

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–233 substituted ‘‘this
section’’ for ‘‘this subsection (g)’’.

EFFECTIVE DATE

Section effective thirty days after Dec. 23, 1985, see
section 401 of Pub. L. 99–205, set out as an Effective
Date of 1985 Amendment note under section 2001 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2271 of this title.

§ 2267. Jurisdiction and enforcement

The Farm Credit Administration may in its
discretion apply to the United States district
court, or the United States court of any terri-
tory, within the jurisdiction of which the home
office of the institution is located, for the en-
forcement of any effective and outstanding no-
tice or order issued under this part, and such
courts shall have jurisdiction and power to order
and require compliance herewith; but except as
otherwise provided in this part no court shall
have jurisdiction to affect by injunction or
otherwise the issuance or enforcement of any
notice or order under this part, or to review,
modify, suspend, terminate, or set aside any
such notice or order. For purposes of this sec-
tion, any directive issued under section
2154(b)(2), 2154a(e), or 2202a(i) of this title shall
be treated as an effective and outstanding order
issued under section 2261 of this title that has
become final.

(Pub. L. 92–181, title V, § 5.31, as added Pub. L.
99–205, title II, § 204, Dec. 23, 1985, 99 Stat. 1700;
amended Pub. L. 100–233, title VIII, § 804(a)(1),
Jan. 6, 1988, 101 Stat. 1714.)

AMENDMENTS

1988—Pub. L. 100–233 inserted at end ‘‘For purposes of
this section, any directive issued under section
2154(b)(2), 2154a(e), or 2202a(i) of this title shall be treat-
ed as an effective and outstanding order issued under
section 2261 of this title that has become final.’’

EFFECTIVE DATE

Section effective thirty days after Dec. 23, 1985, see
section 401 of Pub. L. 99–205, set out as an Effective
Date of 1985 Amendment note under section 2001 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2268 of this title.

§ 2268. Penalty

(a) Forfeiture and payment; compromise, modi-
fication, or remitting by Farm Credit Admin-
istration; assessment and collection by writ-
ten notice

Any institution in the System that violates or
any officer, director, employee, agent, or other
person participating in the conduct of the af-
fairs of such an institution who violates the
terms of any order that has become final and
was issued under section 2261 or 2262 of this title,
shall forfeit and pay a civil penalty of not more
than $1,000 per day for each day during which
such violation continues. Any such institution
or person who violates any provision of this
chapter or any regulation issued under this
chapter shall forfeit and pay a civil penalty of
not more than $500 per day for each day during
which such violation continues. Notwithstand-
ing the preceding sentences, the Farm Credit
Administration may, in its discretion, com-
promise, modify, or remit any civil money pen-
alty that is subject to imposition or has been
imposed under such authority. The penalty may
be assessed and collected by the Farm Credit
Administration by written notice.
(b) Factors determining amount

Before determining whether to assess a civil
money penalty and determining the amount of
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such penalty, the Farm Credit Administration
shall notify the institution or person to be as-
sessed of the violation or violations alleged to
have occurred or to be occurring, and shall so-
licit the views of the institution or person re-
garding the imposition of such penalty. In deter-
mining the amount of the penalty, the Farm
Credit Administration shall take into account
the appropriateness of the penalty with respect
to the size of financial resources and good faith
of the System institution or person charged, the
gravity of the violation, the history of previous
violations, and such other matters as justice
may require.
(c) Notice and hearing; final orders

The System institution or person assessed
shall be afforded an opportunity for a hearing by
the Farm Credit Administration, upon request
made within ten days after issuance of the no-
tice of assessment. In such hearing all issues
shall be determined on the record pursuant to
section 554 of title 5. The Farm Credit Adminis-
tration determination shall be made by final
order which may be reviewed only as provided in
subsection (d) of this section. If no hearing is re-
quested as herein provided, the assessment shall
constitute a final and unappealable order.
(d) Judicial review

Any System institution or person against
whom an order imposing a civil money penalty
has been entered after a Farm Credit Adminis-
tration hearing under this section may obtain
review by the United States court of appeals for
the circuit in which the home office of the Sys-
tem institution is located, or the United States
Court of Appeals for the District of Columbia
Circuit, by filing a notice of appeal in such court
within twenty days after the service of such
order, and simultaneously sending a copy of
such notice by registered or certified mail to the
Farm Credit Administration. The Farm Credit
Administration shall promptly certify and file
in such Court the record upon which the penalty
was imposed, as provided in section 2112 of title
28. Final orders of the Farm Credit Administra-
tion issued under subsection (c) of this section
shall be reviewable under chapter 7 of title 5.
(e) Action by Attorney General to recover

amount assessed
If any System institution or person fails to

pay an assessment after it has become a final
and unappealable order, or after the court of ap-
peals has entered final judgment in favor of the
Farm Credit Administration, the Farm Credit
Administration shall refer the matter to the At-
torney General, who shall recover the amount
assessed by action in the appropriate United
States district court. In such action, the valid-
ity and appropriateness of the final order impos-
ing the penalty shall not be subject to review.
(f) Rules and regulations

The Farm Credit Administration shall promul-
gate regulations establishing procedures nec-
essary to implement section 2267 of this title
and this section.
(g) Payment into Treasury

All penalties collected under authority of this
section shall be covered into the Treasury of the
United States.

(h) Directives as final orders
For purposes of this section, any directive is-

sued under section 2154(b)(2), 2154a(e), or 2202a(i)
of this title shall be treated as an order that has
become final and was issued under section 2261
of this title.

(Pub. L. 92–181, title V, § 5.32, as added Pub. L.
99–205, title II, § 204, Dec. 23, 1985, 99 Stat. 1700;
amended Pub. L. 100–233, title IV, § 423, title
VIII, §§ 804(a)(2), 805(dd), Jan. 6, 1988, 101 Stat.
1656, 1714, 1717.)

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–233, § 423(a), substituted
‘‘continues. Any such institution or person who vio-
lates any provision of this chapter or any regulation is-
sued under this chapter shall forfeit and pay a civil
penalty of not more than $500 per day for each day dur-
ing which such violation continues. Notwithstanding
the preceding sentences,’’ for ‘‘continues, but’’.

Subsec. (b). Pub. L. 100–233, § 423(b), inserted ‘‘Before
determining whether to assess a civil money penalty
and determining the amount of such penalty, the Farm
Credit Administration shall notify the institution or
person to be assessed of the violation or violations al-
leged to have occurred or to be occurring, and shall so-
licit the views of the institution or person regarding
the imposition of such penalty.’’

Subsec. (d). Pub. L. 100–233, § 423(c), substituted
‘‘Final orders of the Farm Credit Administration issued
under subsection (c) of this section shall be reviewable
under chapter 7 of title 5’’ for ‘‘The findings of the
Farm Credit Administration shall be set aside if found
to be unsupported by substantial evidence as provided
by section 706(2)(E) of title 5’’.

Subsec. (f). Pub. L. 100–233, § 805(dd), substituted ‘‘sec-
tion 2267 of this title and this section’’ for ‘‘sections
2267 and 2268 of this title’’.

Subsec. (h). Pub. L. 100–233, § 804(a)(2), added subsec.
(h).

EFFECTIVE DATE

Section effective thirty days after Dec. 23, 1985, see
section 401 of Pub. L. 99–205, set out as an Effective
Date of 1985 Amendment note under section 2001 of this
title.

§ 2269. Further penalties

Any director or officer, or former director or
officer of a System institution, or any other per-
son, against whom there is outstanding and ef-
fective any notice or order (which is an order
which has become final) served upon such direc-
tor, officer, or other person under section 2264 or
2265 of this title, and who (1) participates in any
manner in the conduct of the affairs of the insti-
tution involved, or directly or indirectly solicits
or procures, or transfers or attempts to transfer,
or votes or attempts to vote, any proxies, con-
sents, or authorizations in respect of any voting
rights in such institution, or (2) without the
prior written approval of the Farm Credit Ad-
ministration, votes for a director, serves or acts
as a director, officer, or employee of any System
institution, shall upon conviction be fined not
more than $5,000 or imprisoned for not more
than one year, or both.

(Pub. L. 92–181, title V, § 5.33, as added Pub. L.
99–205, title II, § 204, Dec. 23, 1985, 99 Stat. 1701.)

EFFECTIVE DATE

Section effective thirty days after Dec. 23, 1985, see
section 401 of Pub. L. 99–205, set out as an Effective
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Date of 1985 Amendment note under section 2001 of this
title.

§ 2270. Replacement of suspended or removed di-
rectors

If at any time, because of the suspension or re-
moval of one or more directors pursuant to sec-
tion 2264 or 2265 of this title, there shall be on
the board of directors of a System institution
less than a quorum of directors not so sus-
pended, the Chairman shall appoint persons to
serve temporarily as directors in their place and
stead so as to establish a quorum until such
time as those who have been removed are rein-
stated or their respective successors are duly
elected and take office.

(Pub. L. 92–181, title V, § 5.34, as added Pub. L.
99–205, title II, § 204, Dec. 23, 1985, 99 Stat. 1701.)

EFFECTIVE DATE

Section effective thirty days after Dec. 23, 1985, see
section 401 of Pub. L. 99–205, set out as an Effective
Date of 1985 Amendment note under section 2001 of this
title.

§ 2271. Definitions

As used in this part—
(1) the terms ‘‘cease and desist order that

has become final’’ and ‘‘order which has be-
come final’’ mean a cease and desist order, or
an order, issued by the Farm Credit Adminis-
tration with the consent of the System insti-
tution or the director or officer or other per-
son concerned, or with respect to which no pe-
tition for review of the action of the Farm
Credit Administration has been filed and per-
fected in a court of appeals as specified in sec-
tion 2266(b) of this title, or with respect to
which the action of the court in which such
petition is so filed is not subject to further re-
view by the Supreme Court of the United
States in proceedings provided for in section
2266(b) of this title, or an order issued under
section 2265 of this title;

(2) the term ‘‘violation’’ includes without
limitation any action (alone or with another
or others) for or toward causing, bringing
about, participating in, counseling, or aiding
or abetting a violation;

(3) the terms ‘‘institution in the System’’,
‘‘System institution’’, and ‘‘institution’’ mean
all institutions enumerated in section 2002 of
this title, any service organization chartered
under part E of subchapter IV of this chapter,
and the Financial Assistance Corporation; and

(4) the term ‘‘unsafe or unsound practice’’
shall—

(A) have the meaning given to it by the
Farm Credit Administration by regulation,
rule, or order;

(B) during the period beginning on Janu-
ary 6, 1988, and ending December 31, 1992,
mean any noncompliance by a System insti-
tution, as determined by the Farm Credit
Administration in consultation with the As-
sistance Board, with any term or condition
imposed on the institution by the Assistance
Board under section 2278a–6 of this title; and

(C) after December 31, 1992, mean any sig-
nificant noncompliance by a System institu-
tion (as determined by the Farm Credit Ad-

ministration, in consultation with the Farm
Credit System Insurance Corporation) with
any term or condition imposed on the insti-
tution by the Farm Credit System Assist-
ance Board under section 2278a–6 of this title
or by the Farm Credit System Insurance
Corporation under section 2277a–10 of this
title.

(Pub. L. 92–181, title V, § 5.35, as added Pub. L.
99–205, title II, § 204, Dec. 23, 1985, 99 Stat. 1701;
amended Pub. L. 100–233, title II, §§ 203, 207(d),
Jan. 6, 1988, 101 Stat. 1605, 1608; Pub. L. 102–237,
title V, § 502(i), Dec. 13, 1991, 105 Stat. 1869; Pub.
L. 102–552, title II, § 202(b), Oct. 28, 1992, 106 Stat.
4106.)

CODIFICATION

January 6, 1988, referred to in par. (4)(B), was in the
original ‘‘the date of the enactment of this paragraph’’
which was translated as meaning the date of enactment
of Pub. L. 100–233, which amended par. (4) generally, to
reflect the probable intent of Congress.

AMENDMENTS

1992—Par. (4)(C). Pub. L. 102–552 added subpar. (C).
1991—Par. (3). Pub. L. 102–237 substituted ‘‘part E’’ for

‘‘part D’’.
1988—Par. (3). Pub. L. 100–233, § 207(d), substituted

‘‘Financial Assistance Corporation’’ for ‘‘Capital Cor-
poration’’.

Par. (4). Pub. L. 100–233, § 203, amended par. (4) gener-
ally. Prior to amendment, par. (4) read as follows: ‘‘the
term ‘unsafe or unsound practice’ shall have the mean-
ing given to it by the Farm Credit Administration by
regulations, rule, or order.’’

EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by Pub. L. 102–237 effective as if included
in the provision of the Food, Agriculture, Conservation,
and Trade Act of 1990, Pub. L. 101–624, to which the
amendment relates, see section 1101(b)(4) of Pub. L.
102–237, set out as a note under section 1421 of Title 7,
Agriculture.

EFFECTIVE DATE

Section effective thirty days after Dec. 23, 1985, see
section 401 of Pub. L. 99–205, set out as an Effective
Date of 1985 Amendment note under section 2001 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 18 section 20.

§ 2272. Notice of service

Any service required or authorized to be made
by the Farm Credit Administration under this
section may be made by registered mail, or in
such other manner reasonably calculated to give
actual notice as the Farm Credit Administra-
tion may by regulation or otherwise provide.
Any such service by mail is complete upon mail-
ing. Copies of any notice or order served by the
Farm Credit Administration on any association
or any director or officer thereof or other person
participating in the conduct of its affairs, under
the provisions of this part, shall also be sent to
the supervisory bank.

(Pub. L. 92–181, title V, § 5.36, as added Pub. L.
99–205, title II, § 204, Dec. 23, 1985, 99 Stat. 1702.)

EFFECTIVE DATE

Section effective thirty days after Dec. 23, 1985, see
section 401 of Pub. L. 99–205, set out as an Effective
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Date of 1985 Amendment note under section 2001 of this
title.

§ 2273. Ancillary provisions; subpena power; etc.

In the course of or in connection with any pro-
ceeding under this part or any examination or
investigation under this chapter, the Farm
Credit Administration or any designated rep-
resentative thereof, including any person des-
ignated to conduct any hearing under this part,
shall have the power to administer oaths and af-
firmations, to take or cause to be taken deposi-
tions, and to issue, revoke, quash, or modify
subpenas and subpenas duces tecum; and the
Farm Credit Administration is empowered to
make rules and regulations with respect to any
such proceedings, examinations, or investiga-
tions. The attendance of witnesses and the pro-
duction of documents provided for in this sec-
tion may be required from any place in any
State or in any territory or other place subject
to the jurisdiction of the United States at any
designated place where such proceeding is being
conducted. The Farm Credit Administration or
any party to proceedings under this part may
apply to the United States District Court for the
District of Columbia, or the United States dis-
trict court for the judicial district or the United
States court in any territory in which such pro-
ceeding is being conducted, or where the witness
resides or carries on business, for enforcement of
any subpena or subpena duces tecum issued pur-
suant to this part, and such courts shall have ju-
risdiction and power to order and require com-
pliance therewith. Witnesses subpenaed under
this section shall be paid the same fees and
mileage that are paid witnesses in the district
courts of the United States. Any court having
jurisdiction of any proceeding instituted under
this part by a System institution or a director
or officer thereof, may allow to any such party
such reasonable expenses and attorneys’ fees as
it deems just and proper; and such expenses and
fees shall be paid by the System institution or
from its assets. Any person who willfully shall
fail or refuse to attend or testify or to answer
any lawful inquiry or to produce books, papers,
correspondence, memoranda, contracts, agree-
ments, or other records, if in such person’s
power so to do, in obedience to the subpena of
the Farm Credit Administration, shall be guilty
of a misdemeanor and, upon conviction, shall be
subject to a fine of not more than $1,000 or to
imprisonment for a term of not more than one
year or both.

(Pub. L. 92–181, title V, § 5.37, as added Pub. L.
99–205, title II, § 204, Dec. 23, 1985, 99 Stat. 1702;
amended Pub. L. 100–233, title VIII, § 805(ee), Jan.
6, 1988, 101 Stat. 1717.)

AMENDMENTS

1988—Pub. L. 100–233 substituted ‘‘proceedings, exami-
nations, or investigations’’ for ‘‘proceedings, claims,
examinations, or investigations’’.

EFFECTIVE DATE

Section effective thirty days after Dec. 23, 1985, see
section 401 of Pub. L. 99–205, set out as an Effective
Date of 1985 Amendment note under section 2001 of this
title.

§ 2274. Power to remove directors and officers

Notwithstanding any other provision of this
chapter, a farm credit district board, bank
board, or bank officer or employee shall not re-
move any director or officer of any production
credit association or Federal land bank associa-
tion.

(Pub. L. 92–181, title V, § 5.38, as added Pub. L.
100–233, title IV, § 432(c), Jan. 6, 1988, 101 Stat.
1661.)

PART D—MISCELLANEOUS

§ 2275. General Accounting Office audit; report to
Congress

(a) The Comptroller General shall conduct an
evaluation of the programs and activities au-
thorized under the 1980 amendments to this
chapter, and shall make an interim report to the
Congress no later than December 31, 1982, and a
final report to the Congress no later than De-
cember 31, 1984. The Comptroller General shall
include in such evaluation the effect that this
chapter, as amended, will have on agricultural
credit services provided by the Farm Credit Sys-
tem, Federal agencies, and other entities. The
Comptroller General may make such interim re-
ports to the Congress on the programs and ac-
tivities under these amendments as the Comp-
troller General deems necessary or as requested
by Members of Congress.

(b) For the purpose of conducting program
evaluations required in subsection (a) of this
section, the Comptroller General or his duly au-
thorized representatives shall have access to and
the right to examine all books, documents, pa-
pers, records, or other recorded information
within the possession or control of the Federal
land banks and Federal land bank associations,
Federal intermediate credit banks and produc-
tion credit associations and banks for coopera-
tives.

(Pub. L. 92–181, title V, § 5.44, formerly § 5.30, as
added Pub. L. 96–592, title V, § 509, Dec. 24, 1980,
94 Stat. 3450; renumbered § 544, Pub. L. 99–205,
title II, § 205(a)(2), Dec. 23, 1985, 99 Stat. 1703.)

REFERENCES IN TEXT

The 1980 amendments to this chapter and these
amendments, referred to in subsec. (a), are the amend-
ments made to this chapter by the Farm Credit Act
Amendment of 1980, Pub. L. 96–592, Dec. 24, 1980, 94 Stat.
3437. For complete classification of this Act to the
Code, see Short Title of 1980 Amendment note set out
under section 2001 of this title and Tables.

CODIFICATION

Section was formerly classified to section 2260 of this
title.

Similar provisions relating to general powers of the
Comptroller General with respect to access and exam-
ination of books, documents, etc., are set out in section
2276 of this title.

§ 2275a. Transition rules relating to amendment
of certain FCA approval authorities

(a) In general
Any approvals granted by the Farm Credit Ad-

ministration before January 6, 1988, shall remain
in effect on and after such date.
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(b) Authority to issue regulations
(1) In general

Any approval authority of the Farm Credit
Administration that, under the amendments
made by section 802 of the Agricultural Credit
Act of 1987, became an authority to issue regu-
lations may be exercised only until the earlier
of the date the Farm Credit Administration is-
sues final regulations under such authority, or
1 year after January 6, 1988.
(2) Enforcement actions

At the close of the 1-year period referred to
in paragraph (1), the Farm Credit Administra-
tion shall not take any enforcement action
against any System institution with respect
to any provision so amended, until the Farm
Credit Administration issues final regulations
under such provision.

(c) Effect of section
This section shall not affect the authority of

the Farm Credit Administration to exercise any
other approval authority either on a case-by-
case basis or through regulation, as provided in
section 2252(a)(5) of this title.

(Pub. L. 92–181, title V, § 5.45, as added Pub. L.
100–233, title VIII, § 802(w), Jan. 6, 1988, 101 Stat.
1713.)

REFERENCES IN TEXT

The amendments made by section 802 of the Agricul-
tural Credit Act of 1987, referred to in subsec. (b)(1), are
the amendments made by section 802 of Pub. L. 100–233,
title VIII, Jan. 6, 1988, 101 Stat. 1710, which enacted sec-
tion 2275a of this title and amended sections 2011 to
2013, 2017, 2031, 2051, 2052, 2071 to 2073, 2077, 2091, 2121,
2122, 2124, 2126, 2130, 2132, 2212, 2213, 2223, and 2252 of this
title. For complete classification of section 802 to the
Code, see Tables.

§ 2276. Access to and examination by Comptroller
General of books, documents, etc., of farm
credit system banks and institutions

On and after December 19, 1985, the Comptrol-
ler General or his duly authorized representa-
tives shall have access to and the right to exam-
ine all books, documents, papers, records, or
other recorded information within the posses-
sion or control of the Federal land banks and
Federal land bank associations, Federal inter-
mediate credit banks and production credit as-
sociations and banks for cooperatives.

(Pub. L. 99–190, § 107, Dec. 19, 1985, 99 Stat. 1316.)

CODIFICATION

Section was not enacted as part of the Farm Credit
Act of 1971 which comprises this chapter.

Similar provisions relating to powers of the Comp-
troller General with respect to access and examination
of books, documents, etc., for purposes of conducting
program evaluations under section 2275(a) of this title,
are set out in section 2275(b) of this title.

PART E—FARM CREDIT SYSTEM INSURANCE
CORPORATION

PART REFERRED TO IN OTHER SECTIONS

This part is referred to in section 2020 of this title.

§ 2277a. Definitions

As used in this part:

(1) Board of Directors
The term ‘‘Board of Directors’’ means the

Board of Directors of the Corporation.

(2) Corporation
The term ‘‘Corporation’’ means the Farm

Credit System Insurance Corporation estab-
lished in section 2277a–1 of this title.

(3) Insured obligation
The term ‘‘insured obligation’’ means any

note, bond, debenture, or other obligation is-
sued under subsection (c) or (d) of section 2153
of this title—

(A) on or before January 5, 1989, on behalf
of any System bank; and

(B) after such date, which, when issued, is
issued on behalf of any insured System bank.

(4) Insured System bank
The term ‘‘insured System bank’’ means any

System bank whose participation in notes,
bonds, debentures, and other obligations is-
sued under subsection (c) or (d) of section 2153
of this title is insured under this part.

(5) State
The term ‘‘State’’ means any of the 50

States, the District of Columbia, any Terri-
tory of the United States, Puerto Rico, Guam,
American Samoa, the Trust Territory of the
Pacific Islands, or the Virgin Islands.

(Pub. L. 92–181, title V, § 5.51, as added Pub. L.
100–233, title III, § 302, Jan. 6, 1988, 101 Stat. 1611;
amended Pub. L. 100–399, title III, § 302(a), (b),
Aug. 17, 1988, 102 Stat. 994; Pub. L. 104–105, title
II, § 214(a), Feb. 10, 1996, 110 Stat. 175.)

AMENDMENTS

1996—Pars. (5), (6). Pub. L. 104–105 redesignated par.
(6) as (5) and struck out heading and text of former par.
(5). Text read as follows: ‘‘The term ‘receiver’ means a
receiver or conservator appointed by the Farm Credit
Administration for a System institution.’’

1988—Par. (3)(A), (B). Pub. L. 100–399, § 302(a), amended
subpars. (A) and (B) generally. Prior to amendment,
subpars. (A) and (B) read as follows:

‘‘(A) on or before January 6, 1988, on behalf of any
System bank; and

‘‘(B) after such date, on behalf of any insured System
bank.’’

Par. (5). Pub. L. 100–399, § 302(b), substituted ‘‘for’’ for
‘‘to liquidate’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

TERMINATION OF TRUST TERRITORY OF THE PACIFIC
ISLANDS

For termination of Trust Territory of the Pacific Is-
lands, see note set out preceding section 1681 of Title
48, Territories and Insular Possessions.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2183, 2279aa of
this title.

§ 2277a�1. Establishment of Farm Credit System
Insurance Corporation

There is hereby established the Farm Credit
System Insurance Corporation which shall in-
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sure, in accordance with this part, the timely
payment of principal and interest on notes,
bonds, debentures, and other obligations issued
under subsection (c) or (d) of section 2153 of this
title on behalf of one or more System banks all
of which are entitled to the benefits of insurance
under this part.

(Pub. L. 92–181, title V, § 5.52, as added Pub. L.
100–233, title III, § 302, Jan. 6, 1988, 101 Stat. 1611.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2277a of this
title.

§ 2277a�2. Board of Directors

(a) Establishment
The Corporation shall be managed by a Board

of Directors that shall consist of the members of
the Farm Credit Administration Board.

(b) Chairman
The Board of Directors shall be chaired by any

Board member other than the Chairman of the
Farm Credit Administration Board.

(Pub. L. 92–181, title V, § 5.53, as added Pub. L.
100–233, title III, § 302, Jan. 6, 1988, 101 Stat. 1611;
amended Pub. L. 102–552, title II, § 201(a), Oct. 28,
1992, 106 Stat. 4104; Pub. L. 104–105, title II,
§ 219(a), Feb. 10, 1996, 110 Stat. 184.)

AMENDMENTS

1996—Pub. L. 104–105 amended section generally. Prior
to amendment, section related to Board of Directors,
including provisions relating to establishment, ap-
pointment, chairperson, postemployment prohibition,
terms of office, succession, vacancies, oath, quorum,
meetings, rules and records, compensation, and ex-
penses.

1992—Pub. L. 102–552 amended section generally. Prior
to amendment, section read as follows:

‘‘(a) ESTABLISHMENT.—The Corporation shall be man-
aged by a Board of Directors that shall consist of the
members of the Farm Credit Administration Board.

‘‘(b) CHAIRMAN.—The Board of Directors shall be
chaired by any Board member other than the Chairman
of the Farm Credit Administration Board.’’

EFFECTIVE DATE OF 1992 AMENDMENT; TRANSITION
PROVISION

Section 201(c) of Pub. L. 102–552 provided that:
‘‘(1) IN GENERAL.—The amendments made by this sec-

tion [amending this section and sections 5314 and 5315
of Title 5, Government Organization and Employees]
shall become effective on January 1, 1996.

‘‘(2) TRANSITIONAL PROVISION.—The Board of Directors
of the Farm Credit System Insurance Corporation as
established by section 5.53 of the Farm Credit Act of
1971 (12 U.S.C. 2277a–2) (as it existed before the amend-
ments made by subsection (a) of this section) shall con-
tinue in existence and continue to manage the Farm
Credit System Insurance Corporation until at least two
members are appointed by the President, by and with
the advice and consent of the Senate, to the new Board
established by section 5.53 of such Act (as amended by
subsection (a) of this section).’’

§ 2277a�3. Commencement of insurance

Effective beginning on January 1, 1989, or 12
months after January 6, 1988, whichever is later,
each System bank shall be an insured System
bank and shall be subject to this part. Each Sys-
tem bank that is authorized to commence or re-
sume operations under a subchapter of this

chapter shall be an insured System bank from
the time of such authorization. A bank resulting
from the merger or consolidation of insured Sys-
tem banks shall be an insured System bank.

(Pub. L. 92–181, title V, § 5.54, as added Pub. L.
100–233, title III, § 302, Jan. 6, 1988, 101 Stat. 1611.)

§ 2277a�4. Premiums

(a) Amount in Fund not exceeding secure base
amount

(1) In general
If at the end of any calendar year the aggre-

gate of amounts in the Farm Credit Insurance
Fund does not exceed the secure base amount,
subject to paragraph (2), the annual premium
due from any insured System bank for the cal-
endar year shall be equal to the sum of—

(A) the annual average principal outstand-
ing for such year on loans made by the bank
that are in accrual status, excluding the
guaranteed portions of loans provided for in
subparagraphs (C) and (D), multiplied by
0.0015;

(B) the annual average principal outstand-
ing for such year on loans made by the bank
that are in nonaccrual status, multiplied by
0.0025;

(C)(i) the annual average principal out-
standing for such year on the guaranteed
portions of Federal Government-guaranteed
loans made by the bank that are in accrual
status, multiplied by 0.00015; and

(ii) the annual average principal outstand-
ing for such year on the guaranteed portions
of State government-guaranteed loans made
by the bank that are in accrual status, mul-
tiplied by 0.0003; and

(D) the annual average principal outstand-
ing for such year on the guaranteed portions
of Government Sponsored Enterprise-guar-
anteed loans made by the bank that are in
accrual status, multiplied by a factor, not to
exceed 0.0015, determined by the Corporation
at the sole discretion of the Corporation.

(2) Reduced premiums
The Corporation, in the sole discretion of

the Corporation, may reduce by a percentage
uniformly applied to all insured System banks
the annual premium due from each insured
System bank during any calendar year, as de-
termined under paragraph (1).
(3) ��Government-guaranteed loans�� defined

As used in this section and section 2020(b) of
this title, the term ‘‘government-guaranteed
loans’’ means loans or credits, or portions of
loans or credits, that are guaranteed—

(A) by the full faith and credit of the
United States Government or any State gov-
ernment;

(B) by an agency or other entity of the
United States Government whose obliga-
tions are explicitly guaranteed by the
United States Government; or

(C) by an agency or other entity of a State
government whose obligations are explicitly
guaranteed by such State government.

(4) Definition of Government Sponsored Enter-
prise-guaranteed loan

In this section and sections 2020(b) and
2277a–5(a) of this title, the term ‘‘Government
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Sponsored Enterprise-guaranteed loan’’ means a
loan or credit, or portion of a loan or credit,
that is guaranteed by an entity that is chartered
by Congress to serve a public purpose and the
debt obligations of which are not explicitly
guaranteed by the United States, including the
Federal National Mortgage Association, the
Federal Home Loan Mortgage Corporation, the
Federal Home Loan Bank System, and the Fed-
eral Agricultural Mortgage Corporation, but not
including any other institution of the Farm
Credit System.

(b) Amount in Fund exceeding secure base
amount

At any time the aggregate of amounts in the
Farm Credit Insurance Fund exceeds the secure
base amount, the Corporation shall reduce the
annual premium due from each insured System
bank, as determined under subsection (a)(1) of
this section, by a percentage determined by the
Corporation so that the aggregate of the pre-
miums payable by all System banks is sufficient
to ensure that the aggregate of amounts in the
Farm Credit Insurance Fund after such pre-
miums are paid is not less than the secure base
amount at such time.

(c) Secure base amount

For purposes of this part, the term ‘‘secure
base amount’’ means, with respect to any point
in time, 2 percent of the aggregate outstanding
insured obligations of all insured System banks
at such time (adjusted downward to exclude an
amount equal to the sum of (1) 90 percent of the
guaranteed portions of principal outstanding on
Federal Government-guaranteed loans in ac-
crual status made by such banks and (2) 80 per-
cent of the guaranteed portions of principal out-
standing on State government-guaranteed loans
in accrual status made by such banks, as deter-
mined by the Corporation), or such other per-
centage of the aggregate amount as the Corpora-
tion in its sole discretion determines is actuari-
ally sound to maintain in the Insurance Fund
taking into account the risk of insuring out-
standing insured obligations.

(d) Determination of principal outstanding

For the purpose of subsections (a), (c), and (e)
of this section, the principal outstanding on all
loans made by an insured System bank shall be
determined based on all loans made—

(1) by any production credit association, or
any other association making direct loans
under authority provided under section 2279b
of this title, that is able to make such loans
because such association is receiving, or has
received, funds provided through the insured
System bank;

(2) by any bank, company, institution, cor-
poration, union, or association described in
section 2015(b)(1)(B) of this title, that is able
to make such loans because such entity is re-
ceiving, or has received, funds provided
through the insured System bank; and

(3) by such insured System bank (other than
loans made to any party described in para-
graph (1) or (2)).

(e) Allocation to System institutions of excess re-
serves

(1) Establishment of Allocated Insurance Re-
serves Accounts

There is hereby established in the Farm
Credit Insurance Fund an Allocated Insurance
Reserves Account—

(A) for each insured System bank; and
(B) subject to paragraph (6)(C), for all

holders, in the aggregate, of Financial As-
sistance Corporation stock.

(2) Treatment
Amounts in any Allocated Insurance Re-

serves Account shall be considered to be part
of the Farm Credit Insurance Fund.

(3) Annual allocations
If, at the end of any calendar year, the ag-

gregate of the amounts in the Farm Credit In-
surance Fund exceeds the average secure base
amount for the calendar year (as calculated on
an average daily balance basis), the Corpora-
tion shall allocate to the Allocated Insurance
Reserves Accounts the excess amount less the
amount that the Corporation, in its sole dis-
cretion, determines to be the sum of the esti-
mated operating expenses and estimated in-
surance obligations of the Corporation for the
immediately succeeding calendar year.

(4) Allocation formula
From the total amount required to be allo-

cated at the end of a calendar year under para-
graph (3)—

(A) 10 percent of the total amount shall be
credited to the Allocated Insurance Reserves
Account established under paragraph (1)(B),
subject to paragraph (6)(C); and

(B) there shall be credited to the Allocated
Insurance Reserves Account of each insured
System bank an amount that bears the same
ratio to the total amount (less any amount
credited under subparagraph (A)) as the av-
erage principal outstanding for the 3-year
period ending on the end of the calendar
year on loans made by the bank that are in
accrual status bears to the average principal
outstanding for the 3-year period ending on
the end of the calendar year on loans made
by all insured System banks that are in ac-
crual status (excluding, in each case, the
guaranteed portions of loans described in
subparagraph (C) or (D) of subsection (a)(1)
of this section).

(5) Use of funds in Allocated Insurance Re-
serves Accounts

To the extent that the sum of the operating
expenses of the Corporation and the insurance
obligations of the Corporation for a calendar
year exceeds the sum of operating expenses
and insurance obligations determined under
paragraph (3) for the calendar year, the Cor-
poration shall cover the expenses and obliga-
tions by—

(A) reducing each Allocated Insurance Re-
serves Account by the same proportion; and

(B) expending the amounts obtained under
subparagraph (A) before expending other
amounts in the Fund.
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(6) Other disposition of Account funds
(A) In general

As soon as practicable during each cal-
endar year beginning more than 8 years after
the date on which the aggregate of the
amounts in the Farm Credit Insurance Fund
exceeds the secure base amount, but not ear-
lier than January 1, 2005, the Corporation
may—

(i) subject to subparagraphs (D) and (F),
pay to each insured System bank, in a
manner determined by the Corporation, an
amount equal to the lesser of—

(I) 20 percent of the balance in the in-
sured System bank’s Allocated Insurance
Reserves Account as of the preceding De-
cember 31; or

(II) 20 percent of the balance in the
bank’s Allocated Insurance Reserves Ac-
count on the date of the payment; and

(ii) subject to subparagraphs (C), (E), and
(F), pay to each System bank and associa-
tion holding Financial Assistance Corpora-
tion stock a proportionate share, deter-
mined by dividing the number of shares of
Financial Assistance Corporation stock
held by the institution by the total num-
ber of shares of Financial Assistance Cor-
poration stock outstanding, of the lesser
of—

(I) 20 percent of the balance in the Al-
located Insurance Reserves Account es-
tablished under paragraph (1)(B) as of
the preceding December 31; or

(II) 20 percent of the balance in the Al-
located Insurance Reserves Account es-
tablished under paragraph (1)(B) on the
date of the payment.

(B) Authority to eliminate or reduce pay-
ments

The Corporation may eliminate or reduce
payments during a calendar year under sub-
paragraph (A) if the Corporation determines,
in its sole discretion, that the payments, or
other circumstances that might require use
of the Farm Credit Insurance Fund, could
cause the amount in the Farm Credit Insur-
ance Fund during the calendar year to be
less than the secure base amount.

(C) Reimbursement for Financial Assistance
Corporation stock

(i) Sufficient funding
Notwithstanding paragraph (4)(A), on

provision by the Corporation for the accu-
mulation in the Account established under
paragraph (1)(B) of funds in an amount
equal to $56,000,000 (in addition to the
amounts described in subparagraph
(F)(ii)), the Corporation shall not allocate
any further funds to the Account except to
replenish the Account if funds are dimin-
ished below $56,000,000 by the Corporation
under paragraph (5).

(ii) Wind down and termination
(I) Final disbursements

On disbursement of $53,000,000 (in addi-
tion to the amounts described in sub-

paragraph (F)(ii)) from the Allocated In-
surance Reserves Account, the Corpora-
tion shall disburse the remaining
amounts in the Account, as determined
under subparagraph (A)(ii), without re-
gard to the percentage limitations in
subclauses (I) and (II) of subparagraph
(A)(ii).

(II) Termination of Account
On disbursement of $56,000,000 (in addi-

tion to the amounts described in sub-
paragraph (F)(ii)) from the Allocated In-
surance Reserves Account, the Corpora-
tion shall close the Account established
under paragraph (1)(B) and transfer any
remaining funds in the Account to the
remaining Allocated Insurance Reserves
Accounts in accordance with paragraph
(4)(B) for the calendar year in which the
transfer occurs.

(D) Distribution of payments received
Not later than 60 days after receipt of a

payment made under subparagraph (A)(i),
each insured System bank, in consultation
with affiliated associations of the insured
System bank, and taking into account the
direct or indirect payment of insurance pre-
miums by the associations, shall develop and
implement an equitable plan to distribute
payments received under subparagraph (A)(i)
among the bank and associations of the
bank.

(E) Exception for previously reimbursed as-
sociations

For purposes of subparagraph (A)(ii), in
any Farm Credit district in which the fund-
ing bank has reimbursed 1 or more affiliated
associations of the bank for the previously
unreimbursed portion of the Financial As-
sistance Corporation stock held by the asso-
ciations, the funding bank shall be deemed
to be the holder of the shares of Financial
Assistance Corporation stock for which the
funding bank has provided the reimburse-
ment.

(F) Initial payment
Notwithstanding subparagraph (A), the

initial payment made to each payee under
subparagraph (A) shall be in such amount
determined by the Corporation to be equal
to the sum of—

(i) the total of the amounts that would
have been paid if payments under subpara-
graph (A) had been authorized to begin,
under the same terms and conditions, in
the first calendar year beginning more
than 5 years after the date on which the
aggregate of the amounts in the Farm
Credit Insurance Fund exceeds the secure
base amount, and to continue through the
2 immediately subsequent years;

(ii) interest earned on any amounts that
would have been paid as described in
clause (i) from the date on which the pay-
ments would have been paid as described
in clause (i); and

(iii) the payment to be made in the ini-
tial year described in subparagraph (A),
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based on the amount in each Account after
subtracting the amounts to be paid under
clauses (i) and (ii).

(Pub. L. 92–181, title V, § 5.55, as added Pub. L.
100–233, title III, § 302, Jan. 6, 1988, 101 Stat. 1612;
amended Pub. L. 100–399, title III, § 302(c)–(e),
Aug. 17, 1988, 102 Stat. 994; Pub. L. 101–220, § 6(a),
Dec. 12, 1989, 103 Stat. 1879; Pub. L. 104–105, title
II, § 215(a)(1), (2)(A), (b), (c), Feb. 10, 1996, 110
Stat. 175, 176, 179; Pub. L. 107–171, title V,
§ 5403(a)(1), May 13, 2002, 116 Stat. 350.)

AMENDMENTS

2002—Subsec. (a)(1)(A). Pub. L. 107–171,
§ 5403(a)(1)(A)(i)(I), substituted ‘‘loans provided for in
subparagraphs (C) and (D)’’ for ‘‘government-guaran-
teed loans provided for in subparagraph (C)’’.

Subsec. (a)(1)(D). Pub. L. 107–171,
§ 5403(a)(1)(A)(i)(II)–(IV), added subpar. (D).

Subsec. (a)(4). Pub. L. 107–171, § 5403(a)(1)(A)(ii), added
par. (4).

Subsec. (e)(4)(B). Pub. L. 107–171, § 5403(a)(1)(B), sub-
stituted ‘‘loans described in subparagraph (C) or (D) of
subsection (a)(1) of this section’’ for ‘‘government-guar-
anteed loans described in subsection (a)(1)(C) of this
section’’.

1996—Subsec. (a). Pub. L. 104–105, § 215(a)(1)(A), sub-
stituted ‘‘If at the end of any calendar year the aggre-
gate of amounts in the Farm Credit Insurance Fund
does not exceed the secure base amount, subject to
paragraph (2), the annual premium due from any in-
sured System bank for the calendar year’’ for ‘‘Until
the aggregate of amounts in the Farm Credit Insurance
Fund exceeds the secure base amount, the annual pre-
mium due from any insured System bank for any cal-
endar year’’.

Subsec. (a)(2), (3). Pub. L. 104–105, § 215(a)(1)(B), (C),
added par. (2) and redesignated former par. (2) as (3).

Subsec. (b). Pub. L. 104–105, § 215(a)(2)(A), substituted
‘‘Farm Credit Insurance Fund’’ for ‘‘Insurance Fund’’
in two places, and ‘‘subsection (a)(1) of this section’’ for
‘‘subsection (a) of this section’’, and struck out ‘‘for the
following calendar year’’ after ‘‘each insured System
bank’’.

Subsec. (d). Pub. L. 104–105, § 215(c), in introductory
provisions, substituted ‘‘subsections (a), (c), and (e) of
this section’’ for ‘‘subsections (a) and (c) of this sec-
tion’’ and ‘‘an insured System bank’’ for ‘‘a Farm Cred-
it Bank’’, and in pars. (1) through (3), substituted ‘‘in-
sured System bank’’ for ‘‘Farm Credit Bank’’.

Subsec. (e). Pub. L. 104–105, § 215(b), added subsec. (e).
1989—Subsec. (a). Pub. L. 101–220, § 6(a)(1), added sub-

sec. (a) and struck out former subsec. (a) which read as
follows: ‘‘Until the aggregate of amounts in the Farm
Credit Insurance Fund exceeds the secure base amount,
the annual premium due from any insured System bank
for any calendar year shall be equal to the sum of—

‘‘(1) the annual average principal outstanding for
such year on loans made by the bank that are in ac-
crual status, multiplied by 0.0015; and

‘‘(2) the annual average principal outstanding for
such year on loans made by the bank that are in non-
accrual status, multiplied by 0.0025.’’
Subsec. (b). Pub. L. 101–220, § 6(a)(2), inserted ‘‘, as de-

termined under subsection (a) of this section,’’ after
‘‘calendar year’’.

Subsec. (c). Pub. L. 101–220, § 6(a)(3), inserted ‘‘(ad-
justed downward to exclude an amount equal to the
sum of (1) 90 percent of the guaranteed portions of prin-
cipal outstanding on Federal Government-guaranteed
loans in accrual status made by such banks and (2) 80
percent of the guaranteed portions of principal out-
standing on State government-guaranteed loans in ac-
crual status made by such banks, as determined by the
Corporation)’’ after ‘‘such time’’.

Subsec. (d). Pub. L. 101–220, § 6(a)(4), in introductory
provisions, substituted ‘‘subsections (a) and (c) of this
section’’ for ‘‘subsection (a) of this section’’ and struck

out ‘‘intermediate term’’ after ‘‘outstanding on all’’,
inserted par. (1), and struck out former par. (1) which
read as follows: ‘‘by the production credit associations
in the district in which such bank is located;’’.

1988—Subsec. (d). Pub. L. 100–399, § 302(c), substituted
in introductory provisions ‘‘intermediate term loans
made by a Farm Credit Bank’’ for ‘‘loans made by a
Federal intermediate credit bank’’.

Subsec. (d)(2). Pub. L. 100–399, § 302(d), (e), substituted
‘‘section 2015(b)(1)(B) of this title’’ for ‘‘section
2074(a)(2) of this title’’ and ‘‘Farm Credit Bank’’ for
‘‘Federal intermediate credit bank’’.

Subsec. (d)(3). Pub. L. 100–399, § 302(e), substituted
‘‘Farm Credit Bank’’ for ‘‘Federal intermediate credit
bank’’.

EFFECTIVE DATE OF 2002 AMENDMENT

Amendment by Pub. L. 107–171 applicable with re-
spect to determinations of premiums for calendar year
2002 and for any succeeding calendar year, and to cer-
tified statements with respect to such premiums, see
section 5403(b) of Pub. L. 107–171, set out as a note
under section 2020 of this title.

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by Pub. L. 101–220 effective for insurance
premiums due to the Farm Credit System Insurance
Corporation under this chapter on or after Jan. 1, 1990,
based on the loan volume of each bank for each cal-
endar year beginning with calendar year 1989, and effec-
tive for the calculation of the initial premium payment
required under section 2277a–5(c) of this title, see sec-
tion 6(c) of Pub. L. 101–220, set out as a note under sec-
tion 2020 of this title.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective immediately
after amendment made by section 401 of Pub. L. 100–233,
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under
section 2002 of this title.

GAO REPORTS ON RISK-BASED INSURANCE PREMIUMS,
ACCESS TO ASSOCIATION CAPITAL, SUPPLEMENTAL
PREMIUMS, AND CONSOLIDATION

Pub. L. 102–552, title II, § 204, Oct. 28, 1992, 106 Stat.
4106, as amended by Pub. L. 104–316, title I, § 106(e), Oct.
19, 1996, 110 Stat. 3831, provided that:

‘‘(a) IN GENERAL.—The Comptroller General of the
United States may investigate, review, and evaluate
the feasibility and appropriateness, and report to the
Committee on Agriculture of the House of Representa-
tives and the Committee on Agriculture, Nutrition, and
Forestry of the Senate, on the advantages and dis-
advantages of providing the Farm Credit System Insur-
ance Corporation with—

‘‘(1) the authority to directly or indirectly assess
associations to ensure that all System capital is
available to prevent losses to investors, including a
study of—

‘‘(A) the effects of direct assessments by the In-
surance Corporation on associations, including in-
terest rate charges to borrowers;

‘‘(B) the effects of requiring that banks pass along
the cost of insurance premiums to owner associa-
tions and other financing institutions having a dis-
count relationship with the bank;

‘‘(C) the effects of requiring owner associations to
purchase stock in the district bank, if needed, to
prevent a bank from having to return to the Insur-
ance Corporation for financial assistance once the
assistance has been given;

‘‘(D) the effects of the purchase of stock from
funds of the association (through funds obtained
from other than the district bank) or allowing the
bank to increase the direct line of credit to the as-
sociation in order to fund the purchase; and

‘‘(E) the effect that authorizing the Insurance
Corporation to assess the association could have on
the association’s incentives for building capital;
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‘‘(2) the authority to collect supplemental insur-
ance premiums under certain circumstances, includ-
ing a study of—

‘‘(A) the possibility of the Insurance Fund being
depleted more rapidly than it could be replenished
under the current premium structure;

‘‘(B) the effects of the depletion under alternate
economic scenarios and the probability of the oc-
currence of each of those scenarios;

‘‘(C) the effects on capital accumulation and in-
terest rates of levying a supplemental premium;
and

‘‘(D) limitations on any authority to levy supple-
mental premiums and the underlying basis for the
limitations; and
‘‘(3) the authority to establish an insurance pre-

mium rate structure that would take into account,
on an institution-by-institution basis, asset quality
risk, interest rate risk, earnings, and capital.
‘‘(b) REPORT ON CONSOLIDATION.—

‘‘(1) IN GENERAL.—The Comptroller General of the
United States shall evaluate and report to the Com-
mittee on Agriculture of the House of Representa-
tives and the Committee on Agriculture, Nutrition,
and Forestry of the Senate on whether there are like-
ly to be benefits to farmer and rancher borrowers of
the Farm Credit System institutions of merging the
10 district Farm Credit Banks (and the Federal Inter-
mediate Credit Bank of Jackson) into fewer regional
Farm Credit Banks.

‘‘(2) FACTORS.—In preparing the report, the Comp-
troller General shall consider—

‘‘(A) the potential reduction in services to farm-
ers and ranchers;

‘‘(B) the potential benefits of jointly providing
services to farmers and ranchers among these pro-
posed regional districts;

‘‘(C) any economy of scale effects on a district-by-
district basis;

‘‘(D) the potential impact on the cooperative na-
ture of the Farm Credit System;

‘‘(E) the potential impact on bank and associa-
tion relationships; and

‘‘(F) the potential impact on System-wide bond
issuances.

‘‘(c) POTENTIAL SAVINGS.—The Comptroller General of
the United States shall evaluate and report to the ap-
propriate committees of Congress on the potential sav-
ings to the Farm Credit System and its shareholders
that might occur if System institutions and the Farm
Credit Administration were required to comply with
General Services Administration standards for office
space, furniture, and equipment.

‘‘(d) DEADLINE.—The reports required under this sec-
tion shall be provided to Congress not later than 12
months after the date of enactment of this Act [Oct. 28,
1992].’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2020, 2277a–5 of
this title.

§ 2277a�5. Certification of premiums

(a) Filing certified statement
Annually, on a date to be determined in the

sole discretion of the Board of Directors, each
insured System bank that became insured before
the beginning of the year shall file with the Cor-
poration a certified statement showing—

(1) the annual average principal outstanding
on loans made by the bank that are in accrual
status, including the nonguaranteed portions
of government-guaranteed loans and Govern-
ment Sponsored Enterprise-guaranteed loans
(as defined in section 2277a–4(a)(4) of this
title);

(2) the annual average principal outstanding
on the guaranteed portion of Federal Govern-

ment-guaranteed loans (as defined in section
2277a–4(a)(3) of this title) that are in accrual
status;

(3) the annual average principal outstanding
on State government-guaranteed loans (as de-
fined in section 2277a–4(a)(3) of this title) that
are in accrual status;

(4) the annual average principal outstanding
on the guaranteed portions of Government
Sponsored Enterprise-guaranteed loans (as de-
fined in section 2277a–4(a)(4) of this title) that
are in accrual status;

(5) the annual average principal outstanding
on loans that are in nonaccrual status; and

(6) the amount of the premium due the Cor-
poration from the bank for the year.

(b) Contents and form of statement
The certified statement required to be filed

with the Corporation under subsection (a) of this
section shall be in such form and set forth such
supporting information as the Board of Direc-
tors shall prescribe, and shall be certified by the
president of the bank or any other officer des-
ignated by its board of directors that to the best
of the person’s knowledge and belief the state-
ment is true, correct, complete, and has been
prepared in accordance with this part and all
regulations issued thereunder.
(c) Initial premium payment

Each System bank shall pay to the Corpora-
tion the amount of the initial premium it is re-
quired to certify under subsection (a) of this sec-
tion as soon as practicable after January 1, 1990,
based on the application of section 2277a–4 of
this title to the accruing loan volume of the
bank for calendar year 1989.
(d) Subsequent premium payments

The premium payments required from insured
System banks under subsection (a) of this sec-
tion shall be made not less frequently than an-
nually in such manner and at such time or times
as the Board of Directors shall prescribe, except
that the amount of the premium shall be estab-
lished not later than 60 days after filing the cer-
tified statement setting forth the amount of the
premium.
(e) Regulations

The Board of Directors shall prescribe all rules
and regulations necessary for the enforcement
of this section. The Board of Directors may
limit the retroactive effect, if any, of any of its
rules or regulations.

(Pub. L. 92–181, title V, § 5.56, as added Pub. L.
100–233, title III, § 302, Jan. 6, 1988, 101 Stat. 1612;
amended Pub. L. 100–399, title III, § 302(f), Aug.
17, 1988, 102 Stat. 994; Pub. L. 101–624, title XVIII,
§ 1835, Nov. 28, 1990, 104 Stat. 3833; Pub. L. 104–105,
title II, § 215(a)(2)(B), Feb. 10, 1996, 110 Stat. 176;
Pub. L. 107–171, title V, § 5403(a)(2)(B), May 13,
2002, 116 Stat. 351.)

AMENDMENTS

2002—Subsec. (a)(1). Pub. L. 107–171, § 5403(a)(2)(B)(i),
inserted ‘‘and Government Sponsored Enterprise-guar-
anteed loans (as defined in section 2277a–4(a)(4) of this
title)’’ after ‘‘government-guaranteed loans’’.

Subsec. (a)(4) to (6). Pub. L. 107–171, § 5403(a)(2)(B)(ii),
(iii), added par. (4) and redesignated former pars. (4)
and (5) as (5) and (6), respectively.
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1996—Subsec. (a)(2), (3). Pub. L. 104–105 substituted
‘‘2277a–4(a)(3) of this title’’ for ‘‘2277a–4(a)(2) of this
title’’.

1990—Subsec. (a). Pub. L. 101–624 amended subsec. (a)
generally. Prior to amendment, subsec. (a) read as fol-
lows: ‘‘Annually, on a date to be determined in the sole
discretion of the Board of Directors, each insured Sys-
tem bank that became insured before the beginning of
the year shall file with the Corporation a certified
statement showing the annual average principal out-
standing on loans made by the bank that are in accrual
status, the annual average principal outstanding on
loans that are in nonaccrual status, and the amount of
the premium due the Corporation from the bank for
such year.’’

1988—Subsec. (a). Pub. L. 100–399 substituted ‘‘of the
year’’ for ‘‘of such year’’.

EFFECTIVE DATE OF 2002 AMENDMENT

Amendment by Pub. L. 107–171 applicable with re-
spect to determinations of premiums for calendar year
2002 and for any succeeding calendar year, and to cer-
tified statements with respect to such premiums, see
section 5403(b) of Pub. L. 107–171, set out as a note
under section 2020 of this title.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2277a–4, 2277a–6
of this title.

§ 2277a�6. Overpayment and underpayment of
premiums; remedies

(a) Overpayments
The Corporation may refund to any insured

System bank any premium payment made by
the bank exceeding the amount due the Corpora-
tion.
(b) Underpayments

(1) Recovery
The Corporation, in a suit brought at law or

in equity in any court of competent jurisdic-
tion, may recover from any insured System
bank the amount of any unpaid premium law-
fully payable by the bank to the Corporation,
whether or not the bank has filed any certified
statement under section 2277a–5 of this title,
and whether or not suit has been brought to
compel the bank to file any such statement.
(2) Limitation

Any action or proceeding for the recovery of
any premium due the Corporation under para-
graph (1), or for the recovery of any amount
paid to the Corporation exceeding the amount
due the Corporation, shall be brought within 5
years after the right accrued for which the
claim is made. If an insured System bank has
filed with the Corporation a false or fraudu-
lent certified statement with the intent to
evade, in whole or in part, the payment of a
premium, the claim shall not be deemed to
have accrued until the Corporation discovers
that the certified statement is false or fraudu-
lent.

(c) Failure to file statement or pay premium
(1) Forfeiture of rights

If any insured System bank fails to file any
certified statement required to be filed by

such bank under section 2277a–5 of this title or
fails to pay any premium required to be paid
by such bank under any provision of this part,
and if the bank does not correct such failure
within 30 days after the Corporation gives
written notice to an officer of the bank, citing
this subsection and stating that the bank has
failed to so file or pay as required by law, all
the rights, privileges, and franchises of the
bank granted to it under this chapter shall be
thereby forfeited.

(2) Enforcement
The Corporation may bring an action to en-

force this subsection against any such bank in
any court of competent jurisdiction for the ju-
dicial district in which the bank is located.

(3) Liability of directors
Every director who participated in or as-

sented to a failure (described in paragraph (1))
shall be held personally liable for all con-
sequential damages.

(d) Effect on other remedies
The remedies provided in subsections (b) and

(c) of this section shall not be construed as lim-
iting any other remedies against any insured
System bank, but shall be in addition thereto.

(Pub. L. 92–181, title V, § 5.57, as added Pub. L.
100–233, title III, § 302, Jan. 6, 1988, 101 Stat. 1613;
amended Pub. L. 100–399, title III, § 302(g), (h),
Aug. 17, 1988, 102 Stat. 994.)

AMENDMENTS

1988—Subsec. (b)(1). Pub. L. 100–399, § 302(g), struck
out ‘‘made any report of condition required under sec-
tion 2277a–4 of this title or’’ after ‘‘bank has’’ and
‘‘make any such report or’’ after ‘‘bank to’’.

Subsec. (b)(2). Pub. L. 100–399, § 302(h), substituted
‘‘bank has filed’’ for ‘‘bank has made or filed’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

§ 2277a�7. General corporate powers

On January 6, 1988, the Corporation shall be-
come a body corporate and as such shall have
the following powers:

(1) Seal
The Corporation may adopt and use a cor-

porate seal.

(2) Succession
The Corporation may have succession until

dissolved by an Act of Congress. The Corpora-
tion shall succeed to the rights of the Farm
Credit System Assistance Board under agree-
ments between the Farm Credit System As-
sistance Board and System institutions cer-
tifying the institutions as eligible to issue pre-
ferred stock pursuant to subchapter VI of this
chapter on the termination of the Assistance
Board on the date provided in section 2278a–12
of this title.

(3) Contracts
The Corporation may make contracts.
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(4) Legal actions
(A) In general

The Corporation may sue and be sued,
complain and defend, in any court of law or
equity, State or Federal.
(B) Jurisdiction

All suits of a civil nature at common law
or in equity to which the Corporation shall
be a party shall be deemed to arise under the
laws of the United States, and the United
States district courts shall have original ju-
risdiction thereof, without regard to the
amount in controversy, and the Corporation,
in any capacity, without bond or security,
may remove any such action, suit, or pro-
ceeding from a State court to the United
States district court for the district or divi-
sion embracing the place where the same is
pending by following any procedure for re-
moval then in effect.
(C) Attachment and execution

No attachment or execution may be issued
against the Corporation or its property be-
fore final judgment in any suit, action, or
proceeding in any State, county, municipal,
or United States court.
(D) Agent for service of process

The Board of Directors shall designate an
agent on whom service of process may be
made in any State or jurisdiction in which
any insured System bank is located.

(5) Officers and employees
(A) In general

The Corporation may appoint by its Board
of Directors such officers and employees as
are not otherwise provided for in this part,
define their duties, fix their compensation,
and require bonds of them and fix the pen-
alty thereof, and dismiss at pleasure such of-
ficers or employees.
(B) Employees of the United States

Nothing in this chapter or any other Act
shall be construed to prevent the appoint-
ment and compensation, as an officer or em-
ployee of the Corporation, of any officer or
employee of the United States in any board,
commission, independent establishment, or
executive department thereof.

(6) Bylaws
The Corporation may prescribe, by its Board

of Directors, bylaws not inconsistent with law,
regulating the manner in which its general
business may be conducted, and the privileges
granted to it by law may be exercised and en-
joyed.
(7) Incidental powers

The Corporation may exercise by its Board
of Directors, or duly authorized officers or
agents, all powers specifically granted by the
provisions of this part, and such incidental
powers as shall be necessary to carry out the
powers so granted.
(8) Information

The Corporation may, when necessary, make
examinations of, and require information and

reports from, System institutions, as provided
in this part.
(9) Conservator or receiver

The Corporation may act as a conservator or
receiver.
(10) Rules and regulations

The Corporation may prescribe by its Board
of Directors such rules and regulations as it
considers necessary to carry out this part (ex-
cept to the extent that authority to issue such
rules and regulations has been expressly and
exclusively granted to any other regulatory
agency).

(Pub. L. 92–181, title V, § 5.58, as added Pub. L.
100–233, title III, § 302, Jan. 6, 1988, 101 Stat. 1614;
amended Pub. L. 100–399, title III, § 302(i), Aug.
17, 1988, 102 Stat. 994; Pub. L. 102–237, title V,
§ 502(j), Dec. 13, 1991, 105 Stat. 1869; Pub. L.
102–552, title II, § 202(a), Oct. 28, 1992, 106 Stat.
4105; Pub. L. 104–105, title II, § 214(b), Feb. 10,
1996, 110 Stat. 175.)

AMENDMENTS

1996—Par. (9). Pub. L. 104–105 added par. (9) and struck
out heading and text of former par. (9). Text read as fol-
lows: ‘‘The Corporation may act as receiver.’’

1992—Par. (2). Pub. L. 102–552 inserted at end ‘‘The
Corporation shall succeed to the rights of the Farm
Credit System Assistance Board under agreements be-
tween the Farm Credit System Assistance Board and
System institutions certifying the institutions as eligi-
ble to issue preferred stock pursuant to subchapter VI
of this chapter on the termination of the Assistance
Board on the date provided in section 2278a–12 of this
title.’’

1991—Par. (4)(B). Pub. L. 102–237 inserted ‘‘in any ca-
pacity,’’ after ‘‘and the Corporation,’’.

1988—Par. (5)(A). Pub. L. 100–399 struck out ‘‘to’’ be-
fore ‘‘define’’ and ‘‘dismiss’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2278b–6 of this
title.

§ 2277a�8. Conduct of corporate affairs; examina-
tion of System institutions

(a) Conduct of corporate affairs
(1) Fair administration

The Board of Directors shall administer the
affairs of the Corporation fairly and impar-
tially and without discrimination.
(2) Obligations and expenses

The Board of Directors shall determine and
prescribe the manner in which the obligations
of the Corporation may be incurred and the
expenses of the Corporation may be allowed
and paid.
(3) Use of mails

The Corporation may use the United States
mails in the same manner and under the same
conditions as the executive departments of the
Federal Government.
(4) Use of information

The Corporation, with the consent of any
board, commission, independent establish-
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1 So in original. Probably should be capitalized.

ment, or executive department of the Federal
Government, including any field service there-
of, may avail itself of the use of information,
services, and facilities thereof in carrying out
this part.
(5) Use of Farm Credit Administration person-

nel
To the extent practicable, the Corporation

shall use the personnel and resources of the
Farm Credit Administration to minimize du-
plication of effort and to reduce costs.

(b) Examination of System institutions
(1) Examination authority

(A) In general
If the Board of Directors considers it nec-

essary to examine an insured System bank,
a production credit association, an associa-
tion making direct loans under the author-
ity provided under section 2279b of this title,
or any System institution in receivership,
the Board may, using Farm Credit Adminis-
tration examiners, conduct the examination
using reports and other information on the
System institution prepared or held by the
Farm Credit Administration. Notwithstand-
ing any other provision of this chapter, on
cancellation of the charter of a System in-
stitution, the Corporation shall have author-
ity to examine the system 1 institution in re-
ceivership. An examination shall be per-
formed at such intervals as the Corporation
shall determine.
(B) Request for additional examination or

other information
If the Board determines that such reports

or information are not adequate to enable
the Corporation to carry out the duties of
the Corporation under this subsection, the
Board shall request the Farm Credit Admin-
istration to examine or to obtain other in-
formation from or about the System institu-
tion and provide to the Corporation the re-
sulting examination report or such other in-
formation.

(2) Appointment of examiners
If the Farm Credit Administration informs

the Corporation that the Farm Credit Admin-
istration is unable to comply with a request
made under paragraph (1)(B) with respect to a
System institution, the Board may appoint ex-
aminers to examine the institution.
(3) Powers and report

Each examiner appointed under paragraph
(2) shall make such examination of the affairs
of the System institution as the Board may di-
rect, and shall make a full and detailed report
of the examination to the Corporation.
(4) Appointment of claim agents

The Board of Directors of the Corporation
shall appoint claim agents who may inves-
tigate and examine all claims for insured obli-
gations.

(c) Oath, affirmations, and testimony
In connection with examinations under this

section, the Corporation or its designated rep-

resentatives may administer oaths and affirma-
tions, and may examine, take, and preserve tes-
timony under oath, as to any matter with re-
spect to the affairs of any such institution.

(d) Cooperation with FCA examiners
The examiners appointed by the Board of Di-

rectors shall cooperate to the maximum extent
possible with examiners of the Farm Credit Ad-
ministration to minimize duplication of effort
and minimize costs.

(Pub. L. 92–181, title V, § 5.59, as added Pub. L.
100–233, title III, § 302, Jan. 6, 1988, 101 Stat. 1615;
amended Pub. L. 101–220, § 6(b)(3), Dec. 12, 1989,
103 Stat. 1880; Pub. L. 102–552, title II, § 203, title
V, § 513(a), Oct. 28, 1992, 106 Stat. 4106, 4133; Pub.
L. 104–105, title II, § 216, Feb. 10, 1996, 110 Stat.
179.)

AMENDMENTS

1996—Subsec. (b)(1)(A). Pub. L. 104–105 inserted at end
‘‘Notwithstanding any other provision of this chapter,
on cancellation of the charter of a System institution,
the Corporation shall have authority to examine the
system institution in receivership. An examination
shall be performed at such intervals as the Corporation
shall determine.’’

1992—Pub. L. 102–552, § 513(a)(1), substituted ‘‘System
institutions’’ for ‘‘insured System banks’’ in section
catchline.

Subsec. (a)(5). Pub. L. 102–552, § 203, added par. (5).
Subsec. (b). Pub. L. 102–552, § 513(a)(2), added subsec.

(b) and struck out former subsec. (b) which read as fol-
lows: ‘‘(b) EXAMINATION OF INSURED SYSTEM BANKS.—

‘‘(1) APPOINTMENT OF EXAMINERS.—The Board of Di-
rectors may appoint examiners who may, on behalf of
the Corporation, examine any insured System bank,
any production credit association, any other associa-
tion making direct loans under authority provided
under section 2279b of this title, and any System in-
stitution in receivership, if in the judgment of the
Board of Directors an examination of the institution
is necessary.

‘‘(2) POWERS AND REPORT.—Each examiner may
make a thorough examination of all affairs of the in-
stitution, and shall make a full and detailed report of
the condition of the institution to the Corporation.

‘‘(3) APPOINTMENT OF CLAIM AGENTS.—The Board of
Directors, in like manner, shall appoint claim agents
who may investigate and examine all claims for in-
sured obligations.’’
1989—Subsec. (b)(1). Pub. L. 101–220 inserted ‘‘any

other association making direct loans under authority
provided under section 2279b of this title,’’ after ‘‘any
production credit association,’’.

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by Pub. L. 101–220 effective for insurance
premiums due to the Farm Credit System Insurance
Corporation under this chapter on or after Jan. 1, 1990,
based on the loan volume of each bank for each cal-
endar year beginning with calendar year 1989, and effec-
tive for the calculation of the initial premium payment
required under section 2277a–5(c) of this title, see sec-
tion 6(c) of Pub. L. 101–220, set out as a note under sec-
tion 2020 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2254 of this title.

§ 2277a�9. Insurance Fund

(a) Establishment
There is hereby established a Farm Credit In-

surance Fund (hereinafter referred to in this
section as the ‘‘Insurance Fund’’) for insuring
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the timely payment of principal and interest on
insured obligations. The assets in the Fund shall
be held by the Corporation for the uses and pur-
poses of the Corporation.

(b) Amounts in Fund
(1) Revolving fund

All amounts in the revolving fund estab-
lished by section 2151 of this title shall be
transferred into the Farm Credit Insurance
Fund on January 1, 1989, or 12 months after
January 6, 1988, whichever is later, except that
the obligations to, and rights of, any person in
such revolving fund arising out of any event or
transaction before January 6, 1988, shall re-
main unimpaired.

(2) Deposit of premiums
The Corporation shall deposit in the Insur-

ance Fund all premium payments received by
the Corporation under this part.

(c) Uses of Fund
(1) Mandatory use

Beginning January 1, 1993, the Corporation
shall expend amounts in the Insurance Fund
to the extent necessary to insure the timely
payment of interest and principal on insured
obligations.

(2) Other mandatory uses
Beginning January 1, 1993, the Corporation

shall use amounts in the Insurance Fund to—
(A) satisfy System institution defaults

through the purchase of preferred stock or
other payments as provided for in section
2278b–6(d)(3) of this title; and

(B) ensure the retirement of eligible bor-
rower stock at par value under section 2162
of this title.

(3) Permissive uses
The Corporation may expend amounts in the

Insurance Fund to carry out section 2277a–10
of this title and to cover the operating costs of
the Corporation.

(4) Corporate payment or refunds
The Corporation shall make all payments

and refunds required to be made by the Cor-
poration under this part from amounts in the
Insurance Fund.

(Pub. L. 92–181, title V, § 5.60, as added Pub. L.
100–233, title III, § 302, Jan. 6, 1988, 101 Stat. 1616;
amended Pub. L. 100–399, title III, § 302(j)–(l),
Aug. 17, 1988, 102 Stat. 994; Pub. L. 101–624, title
XVIII, § 1836(a), Nov. 28, 1990, 104 Stat. 3833.)

AMENDMENTS

1990—Subsec. (c)(1), (2). Pub. L. 101–624 substituted
‘‘January 1, 1993’’ for ‘‘5 years after the date of the en-
actment of this part’’ in par. (1) and for ‘‘5 years after
the date of enactment of this part’’ in par. (2).

1988—Subsec. (b)(1). Pub. L. 100–399, § 302(j), struck out
‘‘(in effect immediately before January 6, 1988)’’ after
‘‘section 2151 of this title’’.

Subsec. (b)(2). Pub. L. 100–399, § 302(k), substituted
‘‘The’’ for ‘‘Beginning 5 years after January 6, 1988,
the’’.

Subsec. (c)(2)(B). Pub. L. 100–399, § 302(l), amended sub-
par. (B) generally. Prior to amendment, subpar. (B)
read as follows: ‘‘ensure the retirement of borrower
stock at par value and participation certificates or

other similar equities at face value as provided for
under section 2162(c)(2) of this title.’’

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2278b–6, 2278b–11
of this title.

§ 2277a�10. Powers of Corporation with respect
to troubled insured System banks

(a) Authority to provide assistance
(1) Stand-alone assistance

The Corporation, in its sole discretion and
on such terms and conditions as the Board of
Directors may prescribe, may make loans to,
purchase the assets or securities of, assume
the liabilities of, or make contributions to,
any insured System bank if such action is
taken—

(A) to prevent the placing of the bank in
receivership;

(B) to restore the bank to normal oper-
ation; or

(C) to reduce the risk to the Corporation
posed by the bank when severe financial con-
ditions threaten the stability of a signifi-
cant number of insured System banks or of
insured System banks possessing significant
financial resources.

(2) Facilitation of mergers or consolidation
(A) In general

To facilitate a merger or consolidation of
a qualifying insured System bank, the sale
of assets of such insured System bank to an-
other insured System bank, the assumption
of such insured System bank’s liabilities by
such other insured System bank, or the ac-
quisition of the stock of such insured Sys-
tem bank by such other insured System
bank, the Corporation, in its sole discretion
and on such terms and conditions as the
Board of Directors may prescribe, may—

(i) purchase any such assets or assume
any such liabilities;

(ii) make loans or contributions to, or
purchase debt securities of, such other in-
sured System bank;

(iii) guarantee such other insured Sys-
tem bank against loss by reason of such
other insured System bank’s merging or
consolidating with, or assuming the liabil-
ities and purchasing the assets of, such in-
sured System bank; or

(iv) take any combination of the actions
referred to in the preceding clauses.

(B) Qualifying insured System bank
For purposes of subparagraph (A), the term

‘‘qualifying insured System bank’’ means
any insured System bank that—

(i) is in receivership;
(ii) is, in the judgment of the Board of

Directors, in danger of being placed in re-
ceivership; or

(iii) is, in the sole discretion of the Cor-
poration, an insured System bank that,



Page 1306TITLE 12—BANKS AND BANKING§ 2277a�10

when severe financial conditions exist that
threaten the stability of a significant
number of insured System banks or of in-
sured System banks possessing significant
financial resources, requires assistance
under subparagraph (A) to lessen the risk
to the Corporation posed by such insured
System bank under such threat of instabil-
ity.

(3) Limitation
(A) Least-cost resolution

Assistance may not be provided to an in-
sured System bank under this subsection un-
less the means of providing the assistance is
the least costly means of providing the as-
sistance by the Farm Credit Insurance Fund
of all possible alternatives available to the
Corporation, including liquidation of the
bank (including paying the insured obliga-
tions issued on behalf of the bank). Before
making a least-cost determination under
this subparagraph, the Corporation shall ac-
cord such other insured System banks as the
Corporation determines to be appropriate
the opportunity to submit information re-
lating to the determination.

(B) Determining least costly approach
In determining the least costly alternative

under subparagraph (A), the Corporation
shall—

(i) evaluate alternatives on a present-
value basis, using a reasonable discount
rate;

(ii) document the evaluation and the as-
sumptions on which the evaluation is
based; and

(iii) retain the documentation for not
less than 5 years.

(C) Time of determination
(i) General rule

For purposes of this subsection, the de-
termination of the costs of providing any
assistance under any provision of this sec-
tion with respect to any insured System
bank shall be made as of the date on which
the Corporation makes the determination
to provide the assistance to the institution
under this section.

(ii) Rule for liquidations
For purposes of this subsection, the de-

termination of the costs of liquidation of
any insured System bank shall be made as
of the earliest of—

(I) the date on which a conservator is
appointed for the insured System bank;

(II) the date on which a receiver is ap-
pointed for the insured System bank; or

(III) the date on which the Corporation
makes any determination to provide any
assistance under this section with re-
spect to the insured System bank.

(D) Rule for stand-alone assistance
Before providing any assistance under

paragraph (1), the Corporation shall evaluate
the adequacy of managerial resources of the
insured System bank. The continued service
of any director or senior ranking officer who

serves in a policymaking role for the as-
sisted insured System bank, as determined
by the Corporation, shall be subject to ap-
proval by the Corporation as a condition of
assistance.
(E) Discretionary determinations

Any determination that the Corporation
makes under this paragraph shall be in the
sole discretion of the Corporation.
(F) Purchase of stock

The Corporation may not use its authority
under this subsection to purchase any stock
of an insured System bank. The preceding
sentence shall not be construed to limit the
ability of the Corporation to enter into and
enforce covenants and agreements that it
determines to be necessary to protect the fi-
nancial interests of the Corporation.

(4) Subordination
Any assistance provided under this sub-

section may be in subordination to the rights
of owners of obligations and other creditors.
(5) Reports

The Corporation, in its annual report to
Congress, shall report the total amount saved,
or it estimates to be saved, by the Corporation
exercising the authority provided to the Cor-
poration in this subsection.

(b) Authority to pledge or sell assets
The Corporation, in its discretion, may make

loans on the security of, or may purchase, and
liquidate or sell, any part of the assets of, any
insured System bank that is placed in receiver-
ship because of the inability of the bank to pay
principal or interest on any of its notes, bonds,
debentures, or other obligations in a timely
manner.
(c) Subrogation

(1) In general
On the payment to an owner of an insured

obligation issued on behalf of an insured Sys-
tem bank in receivership, the Corporation
shall be subrogated to all rights of the owner
against the bank to the extent of the payment.
(2) Receipt of dividends

Subrogation under paragraph (1) shall in-
clude the right on the part of the Corporation
to receive the same dividends from the pro-
ceeds of the assets of the bank as would have
been payable to the owner on a claim for the
insured obligation.

(d) Right to assets
Any agreement that shall diminish or defeat

the right, title, or interest of the Corporation in
any asset acquired by such Corporation under
this section, either as security for a loan or by
purchase, shall not be valid against the Corpora-
tion unless the agreement—

(1) is in writing;
(2) is executed by the bank and the person or

persons claiming an adverse interest there-
under, including the obligor, contempora-
neously with the acquisition of the asset by
the bank;

(3) has been approved by the board of direc-
tors of the bank or its loan committee, which
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approval shall be reflected in the minutes of
the board or committee; and

(4) has been, continuously, from the time of
its execution, an official record of the bank.

(e) Insured System bank
As used in this section, the terms ‘‘insured

System bank’’ and ‘‘bank’’ include each produc-
tion credit association and other association
making direct loans under the authority pro-
vided under section 2279b of this title.
(f) Effective date

The Corporation shall not exercise any author-
ity under this section during the 5-year period
prior to January 1, 1993.

(Pub. L. 92–181, title V, § 5.61, as added Pub. L.
100–233, title III, § 302, Jan. 6, 1988, 101 Stat. 1616;
amended Pub. L. 101–220, § 6(b)(4), Dec. 12, 1989,
103 Stat. 1880; Pub. L. 101–624, title XVIII,
§ 1836(b), Nov. 28, 1990, 104 Stat. 3833; Pub. L.
104–105, title II, § 217, Feb. 10, 1996, 110 Stat. 179.)

AMENDMENTS

1996—Subsec. (a)(1). Pub. L. 104–105, § 217(b)(1), sub-
stituted ‘‘Stand-alone assistance’’ for ‘‘In general’’ in
par. heading.

Subsec. (a)(2). Pub. L. 104–105, § 217(b)(2)(A), sub-
stituted ‘‘Facilitation of mergers or consolidation’’ for
‘‘Enumerated powers’’ in par. heading.

Subsec. (a)(2)(A). Pub. L. 104–105, § 217(b)(2)(B), sub-
stituted ‘‘In general’’ for ‘‘Facilitation of mergers or
consolidation’’ in subpar. heading.

Subsec. (a)(3)(A). Pub. L. 104–105, § 217(a)(2), added
subpar. (A) and struck out heading and text of former
subpar. (A). Text read as follows: ‘‘Assistance shall not
be provided to an insured System bank under this sub-
section if the amount of such assistance exceeds an
amount determined by the Corporation to be the cost
of liquidating the bank (including paying the insured
obligations issued on behalf of the bank). This subpara-
graph shall not apply to the provision of assistance to
a bank if the Corporation determines that the con-
tinued operation of the bank is essential to provide
adequate agricultural credit services in the area of op-
erations of the bank.’’

Subsec. (a)(3)(B) to (F). Pub. L. 104–105, § 217(a), added
subpars. (B) to (E) and redesignated former subpar. (B)
as (F).

1990—Subsec. (f). Pub. L. 101–624 substituted ‘‘prior to
January 1, 1993’’ for ‘‘beginning on the date of the en-
actment of this part’’.

1989—Subsec. (e). Pub. L. 101–220 inserted ‘‘and other
association making direct loans under the authority
provided under section 2279b of this title,’’ after ‘‘pro-
duction credit association’’.

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by Pub. L. 101–220 effective for insurance
premiums due to the Farm Credit System Insurance
Corporation under this chapter on or after Jan. 1, 1990,
based on the loan volume of each bank for each cal-
endar year beginning with calendar year 1989, and effec-
tive for the calculation of the initial premium payment
required under section 2277a–5(c) of this title, see sec-
tion 6(c) of Pub. L. 101–220, set out as a note under sec-
tion 2020 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2271, 2277a–9 of
this title.

§ 2277a�10a. Oversight actions by Corporation

(a) ��Institution�� defined
In this section, the term ‘‘institution’’

means—

(1) an insured System bank; and
(2) a production credit association or other

association making loans under section 2279b
of this title with a direct loan payable to the
funding bank of the association that com-
prises 20 percent or more of the funding bank’s
total loan volume net of nonaccrual loans.

(b) Consultation regarding participation of
undercapitalized banks in issuance of in-
sured obligations

The Farm Credit Administration shall consult
with the Corporation prior to approving an in-
sured obligation that is to be issued by or on be-
half of, or participated in by, any insured Sys-
tem bank that fails to meet the minimum level
for any capital requirement established by the
Farm Credit Administration for the bank.
(c) Consultation regarding applications for merg-

ers and restructurings
(1) Corporation to receive copy of transaction

applications
On receiving an application for a merger or

restructuring of an institution, the Farm
Credit Administration shall forward a copy of
the application to the Corporation.
(2) Consultation required

If the proposed merger or restructuring in-
volves an institution that fails to meet the
minimum level for any capital requirement es-
tablished by the Farm Credit Administration
applicable to the institution, the Farm Credit
Administration shall allow 30 days within
which the Corporation may submit the views
and recommendations of the Corporation, in-
cluding any conditions for approval. In deter-
mining whether to approve or disapprove any
proposed merger or restructuring, the Farm
Credit Administration shall give due consider-
ation to the views and recommendations of
the Corporation.

(Pub. L. 92–181, title V, § 5.61A, as added Pub. L.
104–105, title II, § 218, Feb. 10, 1996, 110 Stat. 180.)

§ 2277a�10b. Authority to regulate golden para-
chute and indemnification payments

(a) Definitions
In this section:
(1) Golden parachute payment

The term ‘‘golden parachute payment’’—
(A) means a payment (or any agreement to

make a payment) in the nature of compensa-
tion for the benefit of any institution-relat-
ed party under an obligation of any Farm
Credit System institution that—

(i) is contingent on the termination of
the party’s relationship with the institu-
tion; and

(ii) is received on or after the date on
which—

(I) the institution is insolvent;
(II) a conservator or receiver is ap-

pointed for the institution;
(III) the institution has been assigned

by the Farm Credit Administration a
composite CAMEL rating of 4 or 5 under
the Farm Credit Administration Rating
System, or an equivalent rating; or
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(IV) the Corporation otherwise deter-
mines that the institution is in a trou-
bled condition (as defined in regulations
issued by the Corporation); and

(B) includes a payment that would be a
golden parachute payment but for the fact
that the payment was made before the date
referred to in subparagraph (A)(ii) if the pay-
ment was made in contemplation of the oc-
currence of an event described in any sub-
clause of subparagraph (A); but

(C) does not include—
(i) a payment made under a retirement

plan that is qualified (or is intended to be
qualified) under section 401 of title 26 or
other nondiscriminatory benefit plan;

(ii) a payment made under a bona fide
supplemental executive retirement plan,
deferred compensation plan, or other ar-
rangement that the Corporation deter-
mines, by regulation or order, to be per-
missible; or

(iii) a payment made by reason of the
death or disability of an institution-relat-
ed party.

(2) Indemnification payment
The term ‘‘indemnification payment’’ means

a payment (or any agreement to make a pay-
ment) by any Farm Credit System institution
for the benefit of any person who is or was an
institution-related party, to pay or reimburse
the person for any liability or legal expense
with regard to any administrative proceeding
or civil action instituted by the Farm Credit
Administration that results in a final order
under which the person—

(A) is assessed a civil money penalty; or
(B) is removed or prohibited from partici-

pating in the conduct of the affairs of the in-
stitution.

(3) Institution-related party
The term ‘‘institution-related party’’

means—
(A) a director, officer, employee, or agent

for a Farm Credit System institution or any
conservator or receiver of such an institu-
tion;

(B) a stockholder (other than another
Farm Credit System institution), consult-
ant, joint venture partner, or any other per-
son determined by the Farm Credit Adminis-
tration to be a participant in the conduct of
the affairs of a Farm Credit System institu-
tion; and

(C) an independent contractor (including
any attorney, appraiser, or accountant) that
knowingly or recklessly participates in any
violation of any law or regulation, any
breach of fiduciary duty, or any unsafe or
unsound practice that caused or is likely to
cause more than a minimal financial loss to,
or a significant adverse effect on, the Farm
Credit System institution.

(4) Liability or legal expense
The term ‘‘liability or legal expense’’

means—
(A) a legal or other professional expense

incurred in connection with any claim, pro-
ceeding, or action;

(B) the amount of, and any cost incurred
in connection with, any settlement of any
claim, proceeding, or action; and

(C) the amount of, and any cost incurred in
connection with, any judgment or penalty
imposed with respect to any claim, proceed-
ing, or action.

(5) Payment
The term ‘‘payment’’ means—

(A) a direct or indirect transfer of any
funds or any asset; and

(B) any segregation of any funds or assets
for the purpose of making, or under an
agreement to make, any payment after the
date on which the funds or assets are seg-
regated, without regard to whether the obli-
gation to make the payment is contingent
on—

(i) the determination, after that date, of
the liability for the payment of the
amount; or

(ii) the liquidation, after that date, of
the amount of the payment.

(b) Prohibition
The Corporation may prohibit or limit, by reg-

ulation or order, any golden parachute payment
or indemnification payment by a Farm Credit
System institution (including any conservator
or receiver of the Federal Agricultural Mortgage
Corporation) in troubled condition (as defined in
regulations issued by the Corporation).
(c) Factors to be taken into account

The Corporation shall prescribe, by regula-
tion, the factors to be considered by the Cor-
poration in taking any action under subsection
(b) of this section. The factors may include—

(1) whether there is a reasonable basis to be-
lieve that an institution-related party has
committed any fraudulent act or omission,
breach of trust or fiduciary duty, or insider
abuse with regard to the Farm Credit System
institution involved that has had a material
effect on the financial condition of the institu-
tion;

(2) whether there is a reasonable basis to be-
lieve that the institution-related party is sub-
stantially responsible for the insolvency of the
Farm Credit System institution, the appoint-
ment of a conservator or receiver for the insti-
tution, or the institution’s troubled condition
(as defined in regulations prescribed by the
Corporation);

(3) whether there is a reasonable basis to be-
lieve that the institution-related party has
materially violated any applicable law or reg-
ulation that has had a material effect on the
financial condition of the institution;

(4) whether there is a reasonable basis to be-
lieve that the institution-related party has
violated or conspired to violate—

(A) section 215, 657, 1006, 1014, or 1344 of
title 18; or

(B) section 1341 or 1343 of title 18, affecting
a Farm Credit System institution;

(5) whether the institution-related party was
in a position of managerial or fiduciary re-
sponsibility; and

(6) the length of time that the party was re-
lated to the Farm Credit System institution
and the degree to which—
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(A) the payment reasonably reflects com-
pensation earned over the period of employ-
ment; and

(B) the compensation represents a reason-
able payment for services rendered.

(d) Certain payments prohibited
No Farm Credit System institution may pre-

pay the salary or any liability or legal expense
of any institution-related party if the payment
is made—

(1) in contemplation of the insolvency of the
institution or after the commission of an act
of insolvency; and

(2) with a view to, or with the result of—
(A) preventing the proper application of

the assets of the institution to creditors; or
(B) preferring 1 creditor over another cred-

itor.
(e) Rule of construction

Nothing in this section—
(1) prohibits any Farm Credit System insti-

tution from purchasing any commercial insur-
ance policy or fidelity bond, so long as the in-
surance policy or bond does not cover any
legal or liability expense of an institution de-
scribed in subsection (a)(2) of this section; or

(2) limits the powers, functions, or respon-
sibilities of the Farm Credit Administration.

(Pub. L. 92–181, title V, § 5.61B, as added Pub. L.
104–105, title II, § 218, Feb. 10, 1996, 110 Stat. 181.)

§ 2277a�11. Investment of funds

Money of the Corporation not otherwise em-
ployed shall be invested in obligations of the
United States or in obligations guaranteed as to
principal and interest by the United States.

(Pub. L. 92–181, title V, § 5.62, as added Pub. L.
100–233, title III, § 302, Jan. 6, 1988, 101 Stat. 1618.)

§ 2277a�12. Exemption from taxation

Notwithstanding any other provision of law,
the Corporation, including its franchise, and its
capital, reserves, surplus, and income, shall be
exempt from all taxation imposed by the United
States, or by any State, county, municipality,
or local taxing authority, except that any real
property of the Corporation shall be subject to
State, county, municipal, and local taxation to
the same extent according to its value as other
real property is taxed.

(Pub. L. 92–181, title V, § 5.63, as added Pub. L.
100–233, title III, § 302, Jan. 6, 1988, 101 Stat. 1618.)

§ 2277a�13. Omitted

CODIFICATION

Section, Pub. L. 92–181, title V, § 5.64, as added Pub. L.
100–233, title III, § 302, Jan. 6, 1988, 101 Stat. 1619, which
required the Farm Credit System Insurance Corpora-
tion to submit an annual report to Congress on the op-
erations of the Corporation, terminated, effective May
15, 2000, pursuant to section 3003 of Pub. L. 104–66, as
amended, set out as a note under section 1113 of Title
31, Money and Finance. See, also, page 167 of House
Document No. 103–7.

§ 2277a�14. Prohibitions

(a) Corporate name
(1) Use of corporate name

It shall be unlawful for any person or entity
to use the words ‘‘Farm Credit System Insur-

ance Corporation’’ or any combination of such
words that would have the effect of leading
the public to believe that there is any connec-
tion between such person or entity and the
Corporation, by virtue of the name under
which such person or entity does business.
(2) False representation

(A) By outside person or entities
It shall be unlawful for any person or en-

tity to falsely represent by any device, that
the notes, bonds, debentures, or other obli-
gations of the person or entity are insured or
in any way guaranteed by the Corporation.
(B) System banks

It shall be unlawful for any insured Sys-
tem bank or person that markets insured ob-
ligations to falsely represent the extent to
which or the manner in which such obliga-
tions are insured by the Corporation.

(3) Penalty
Any person or entity that willfully violates

any provision of this subsection shall be fined
not more than $1,000, imprisoned for not more
than 1 year, or both.

(b) Payments or distributions while in default
(1) In general

It shall be unlawful for any insured System
bank to pay any dividends on bank stock or
participation certificates or interest on the
capital notes or debentures of such bank (if
such interest is required to be paid only out of
net profits) or distribute any of the capital as-
sets of such bank while the bank remains in
default in the payment of any premium due to
the Corporation.

(2) Liability of directors
Each director or officer of any insured Sys-

tem bank who willfully participates in the
declaration or payment of any dividend or in-
terest or in any distribution in violation of
this subsection shall be fined not more than
$1,000, imprisoned not more than 1 year, or
both.

(3) Applicability
This subsection shall not apply to any de-

fault that is due to a dispute between the in-
sured System bank and the Corporation over
the amount of such premium if such bank de-
posits security satisfactory to the Corporation
for payment on final determination of the
issue.

(c) Failure to file statement or pay premium
(1) In general

Any insured System bank that willfully fails
or refuses to file any certified statement or
pay any premium required under this part
shall be subject to a penalty of not more than
$100 for each day that such violations con-
tinue, which penalty the Corporation may re-
cover for its use.

(2) Applicability
This subsection shall not apply to conduct

with respect to any default that is due to a
dispute between the insured System bank and
the Corporation over the amount of such pre-
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mium if such bank deposits security satisfac-
tory to the Corporation for payment on final
determination of the issue.

(d) Employment of persons convicted of criminal
offenses

(1) In general
Except with the prior written consent of the

Farm Credit Administration, it shall be un-
lawful for any person convicted of any crimi-
nal offense involving dishonesty or a breach of
trust to serve as a director, officer, or em-
ployee of any System institution.
(2) Penalty

For each willful violation of paragraph (1),
the institution involved shall be subject to a
penalty of not more than $100 for each day
during which the violation continues, which
the Corporation may recover for its use.

(Pub. L. 92–181, title V, § 5.65, as added Pub. L.
100–233, title III, § 302, Jan. 6, 1988, 101 Stat. 1619;
amended Pub. L. 101–624, title XVIII, § 1837, Nov.
28, 1990, 104 Stat. 3834; Pub. L. 102–237, title V,
§ 502(k), Dec. 13, 1991, 105 Stat. 1869.)

AMENDMENTS

1991—Subsec. (d)(1). Pub. L. 102–237 struck out ‘‘in-
sured’’ before ‘‘System’’.

1990—Subsec. (d)(1). Pub. L. 101–624, § 1837(1), sub-
stituted ‘‘insured System institution’’ for ‘‘insured
System bank’’.

Subsec. (d)(2). Pub. L. 101–624, § 1837(2), substituted
‘‘institution’’ for ‘‘bank’’.

SUBCHAPTER VI—ASSISTANCE TO FARM
CREDIT SYSTEM

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in section 2277a–7 of
this title.

PART A—ASSISTANCE BOARD

§ 2278a. Establishment of Board

(a) Charters
On the date which is 15 days after January 6,

1988, the Farm Credit Administration shall re-
voke the charter of the Farm Credit System
Capital Corporation (hereinafter referred to in
this subchapter as the ‘‘Capital Corporation’’)
and shall charter the Farm Credit System As-
sistance Board (hereinafter referred to in this
chapter as the ‘‘Assistance Board’’) that, subject
to this part, shall be a Federally chartered in-
strumentality of the United States.
(b) Use of Capital Corporation staff

During the 90-day period beginning on the date
of the revocation of the charter of the Capital
Corporation, the Assistance Board may tempo-
rarily employ, by contract or otherwise under
reasonable and necessary terms and conditions,
such staff of the Capital Corporation as is nec-
essary to facilitate and effectuate an orderly
transition to, and commencement of, the Assist-
ance Board, and the termination of the affairs of
the Capital Corporation.

(Pub. L. 92–181, title VI, § 6.0, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1585.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2219c of this
title.

§ 2278a�1. Purposes

The purposes of the Assistance Board shall be
to carry out a program to provide assistance to,
and protect the stock of borrowers of, the insti-
tutions of the Farm Credit System, and to assist
in restoring System institutions to economic vi-
ability and permitting such institutions to con-
tinue to provide credit to farmers, ranchers, and
the cooperatives of such, at reasonable and com-
petitive rates.

(Pub. L. 92–181, title VI, § 6.1, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1585.)

§ 2278a�2. Board of Directors

(a) Membership
The Board of Directors of the Assistance

Board (hereinafter referred to in this part as the
‘‘Board of Directors’’) shall consist of three
members—

(1) one of which shall be the Secretary of the
Treasury;

(2) one of which shall be the Secretary of Ag-
riculture; and

(3) one of which shall be an agricultural pro-
ducer experienced in financial matters, and
appointed by the President, by and with the
advice and consent of the Senate.

(b) Chairman
The Board of Directors shall elect annually a

Chairman from among the members of the
Board.
(c) Terms of office, succession, and vacancies

(1) Terms of office and succession
The term of each member of the Board of Di-

rectors shall expire when the Assistance Board
is terminated.
(2) Vacancies

Vacancies on the Board of Directors shall be
filled in the same manner as the vacant posi-
tion was previously filled.

(d) Compensation of Board members
Members of the Board of Directors—

(1) appointed under paragraphs (1) and (2) of
subsection (a) of this section shall receive rea-
sonable allowances for necessary expenses of
travel, lodging, and subsistence incurred in at-
tending meetings and other activities of the
Assistance Board, as set forth in the bylaws is-
sued by the Board of Directors, except that
such level shall not exceed the maximum fixed
by subchapter I of chapter 57 of title 5 for offi-
cers and employees of the United States; and

(2) appointed under paragraph (3) of sub-
section (a) of this section shall receive com-
pensation for the time devoted to meetings
and other activities at a daily rate not to ex-
ceed the daily rate of compensation prescribed
for Level III of the Executive Schedule under
section 5314 of title 5 and reasonable allow-
ances for necessary expenses of travel, lodg-
ing, and subsistence incurred in attending
meetings and other activities of the Assist-
ance Board, as set forth in the bylaws issued
by the Board of Directors, except that such
level shall not exceed the maximum fixed by
subchapter I of chapter 57 of title 5 for officers
and employees of the United States.
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(e) Rules and records
The Board of Directors of the Assistance

Board shall adopt such rules as it may deem ap-
propriate for the transaction of the business of
the Assistance Board, and shall keep permanent
and accurate records and minutes of its acts and
proceedings.
(f) Quorum required

A quorum shall consist of two members of the
Board of Directors. All decisions of the Board
shall require an affirmative vote of at least a
majority of the members voting.
(g) Chief executive officer

A chief executive officer of the Assistance
Board shall be selected by the Board of Direc-
tors of the Assistance Board and shall serve at
the pleasure of the Board.

(Pub. L. 92–181, title VI, § 6.2, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1586;
amended Pub. L. 102–237, title V, § 502(l), Dec. 13,
1991, 105 Stat. 1869.)

AMENDMENTS

1991—Subsec. (d)(1), (2). Pub. L. 102–237 substituted
‘‘subchapter I’’ for ‘‘subchapter 1’’.

EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by Pub. L. 102–237 effective as if included
in the provision of the Food, Agriculture, Conservation,
and Trade Act of 1990, Pub. L. 101–624, to which the
amendment relates, see section 1101(b)(4) of Pub. L.
102–237, set out as a note under section 1421 of Title 7,
Agriculture.

§ 2278a�3. Corporate powers

(a) In general
The Assistance Board shall be a body cor-

porate that shall have the power to—
(1) operate under the direction of its Board

of Directors;
(2) adopt, alter, and use a corporate seal,

which shall be judicially noted;
(3) provide for one or more vice presidents, a

secretary, a treasurer, and such other officers,
employees, and agents, as may be necessary,
define their duties, and require surety bonds
or make other provisions against losses occa-
sioned by acts of such persons;

(4) hire, promote, compensate, and discharge
officers and employees of the Assistance
Board, without regard to title 5, except that
no such officer or employee shall receive an
annual rate of basic pay in excess of the rate
prescribed for Level III of the Executive
Schedule under section 5314 of title 5;

(5) prescribe by its Board of Directors its by-
laws, that shall be consistent with law, and
that shall provide for the manner in which—

(A) its officers, employees, and agents are
selected;

(B) its property is acquired, held, and
transferred;

(C) its general operations are to be con-
ducted; and

(D) the privileges granted by law are exer-
cised and enjoyed;

(6) with the consent of any executive depart-
ment or independent agency, use the informa-
tion, services, staff, and facilities of such in
carrying out this subchapter;

(7) enter into contracts and make advance,
progress, or other payments with respect to
such contracts;

(8) sue and be sued in its corporate name,
and complain and defend in courts of com-
petent jurisdiction;

(9) acquire, hold, lease, mortgage, or dispose
of, at public or private sale, real and personal
property, and otherwise exercise all the usual
incidents of ownership of property necessary
and convenient to its operations;

(10) obtain insurance against loss;
(11) modify or consent to the modification of

any contract or agreement to which it is a
party or in which it has an interest under this
subchapter;

(12) deposit its securities and its current
funds with any member bank of the Federal
Reserve System or any insured State non-
member bank (within the meaning of section
1813 of this title) and pay fees therefor and re-
ceive interest thereon as may be agreed; and

(13) exercise other powers as set forth in this
subchapter, and such other incidental powers
as are necessary to carry out its powers, du-
ties, and functions in accordance with this
subchapter.

(b) Power to remove; jurisdiction
Notwithstanding any other provision of law,

any civil action, suit, or proceeding to which the
Assistance Board is a party shall be deemed to
arise under the laws of the United States, and
the United States District Court for the District
of Columbia shall have exclusive jurisdiction
over such. The Assistance Board may, without
bond or security, remove any such action, suit,
or proceeding from a State court to the United
States District Court for the District of Colum-
bia.

(Pub. L. 92–181, title VI, § 6.3, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1587;
amended Pub. L. 100–399, title II, § 201(a), (b),
Aug. 17, 1988, 102 Stat. 990.)

AMENDMENTS

1988—Subsec. (a)(12). Pub. L. 100–399, § 201(a), sub-
stituted ‘‘(within the meaning of section 1813 of this
title)’’ for ‘‘(as defined in section 1813(b) of this title)’’.

Subsec. (b). Pub. L. 100–399, § 201(b), substituted ‘‘ex-
clusive’’ for ‘‘original’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

HIRING, PROMOTION, COMPENSATION, AND DISCHARGE OF
EMPLOYEES

Pub. L. 102–341, title VI, Aug. 14, 1992, 106 Stat. 906,
provided: ‘‘That officers and employees of the Farm
Credit System Assistance Board shall be hired, pro-
moted, compensated, and discharged in accordance
with title 5, United States Code.’’

Similar provisions were contained in the following
prior appropriation acts:

Pub. L. 102–142, title VI, Oct. 28, 1991, 105 Stat. 910.
Pub. L. 101–506, title V, Nov. 5, 1990, 104 Stat. 1345.
Pub. L. 101–161, title V, Nov. 21, 1989, 103 Stat. 981.
Pub. L. 100–460, title V, Oct. 1, 1988, 102 Stat. 2259.
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§ 2278a�4. Certification of eligibility to issue pre-
ferred stock

(a) Book value less than par value of stock and
equities

If the book value of the stock, participation
certificates, and other similar equities of a Sys-
tem institution, based on generally accepted ac-
counting principles, is less than the par value of
the stock or the face value of the certificates or
equities—

(1) the Farm Credit Administration shall no-
tify the Assistance Board of such impairment;

(2) the Assistance Board shall monitor the
financial condition, business plans, and oper-
ations of the institution; and

(3) the institution may request the Assist-
ance Board to grant certification to issue pre-
ferred stock under section 2278b–7(a) of this
title.

(b) Book value less than 75 percent of par value
of stock and equities

If the book value of the stock, participation
certificates, and other similar equities of a Sys-
tem institution, based on generally accepted ac-
counting principles, is less than 75 percent of
the par value of the stock or the face value of
the certificates or equities, the institution shall
request the Assistance Board to grant certifi-
cation to issue preferred stock under section
2278b–7(a) of this title.

(c) Mandatory determination of eligibility

(1) In general
The Assistance Board shall determine

whether to certify a System institution as eli-
gible to issue preferred stock under section
2278b–7 of this title, if—

(A) the institution requests such certifi-
cation;

(B) the book value of the stock, participa-
tion certificates, and other similar equities
of the institution, based on generally accept-
ed accounting principles, has declined to 75
percent of the par value of the stock or the
face value of the certificates or equities; and

(C) the institution agrees to meet the
terms and conditions specified by the Assist-
ance Board pursuant to section 2278a–6 of
this title.

(2) Effective date of certification
If the determination of the Assistance Board

is to certify the institution under paragraph
(1), such certification shall be effective at the
time of such determination.

(d) Implementation
As soon as practicable after January 6, 1988,

the Assistance Board shall take such actions as
are necessary to carry out this section.

(e) ��Other similar equities�� defined
Except where otherwise provided in this chap-

ter, the term ‘‘other similar equities’’ includes
allocated equities.

(Pub. L. 92–181, title VI, § 6.4, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1588;
amended Pub. L. 100–399, title II, § 201(c), Aug. 17,
1988, 102 Stat. 991.)

AMENDMENTS

1988—Subsecs. (c) to (e). Pub. L. 100–399 redesignated
second subsec. (c) and subsec. (d) as (d) and (e), respec-
tively.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2202c, 2278a–5,
2278a–6, 2278b–7 of this title.

§ 2278a�5. Assistance

(a) In general
The Assistance Board shall assist an institu-

tion that has been certified under section 2278a–4
of this title by—

(1) authorizing the institution to issue pre-
ferred stock under section 2278b–7 of this title,
in amounts necessary to maintain the book
value of stock, participation certificates, and
other similar equities of the institution, at
the level provided for in subsection (c) of this
section;

(2) in the case of high-cost debt for which
the institution is primarily liable, authorizing
the institution to issue preferred stock under
section 2278b–7 of this title, in an amount
equal to the premium that would be required
by the holder of the debt for the institution to
retire the debt at the then current market
value;

(3) on a request by the institution, authoriz-
ing the issuance of preferred stock under sec-
tion 2278b–7 of this title to facilitate the merg-
er of the requesting institution with one or
more other System institutions; or

(4) providing assistance by such other meth-
ods as the Assistance Board determines appro-
priate.

(b) ��High-cost debt�� defined
For purposes of subsection (a)(2) of this sec-

tion, the term ‘‘high-cost debt’’ means securities
or similar obligations issued before January 1,
1986, that mature on or after December 31, 1987,
and bear a rate of interest in excess of the then
current market rate for similar securities or ob-
ligations.

(c) Minimum equity value
The Assistance Board shall authorize a cer-

tified institution to issue amounts of preferred
stock under section 2278b–7 of this title suffi-
cient to—

(1) maintain the value of stock, participa-
tion certificates and other similar equities at
no less than 75 percent of the par value of the
stock or the face value of the certificates or
equities, as determined under generally ac-
cepted accounting principles; and

(2) strengthen the institution to a point
where it is economically viable, and capable of
delivering credit at reasonable and competi-
tive rates.

(d) Limitation
Except as provided in section 410(c) of the Ag-

ricultural Credit Act of 1987, no assistance shall
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be provided in connection with a merger until
the stockholders and the institutions involved
have approved the merger and the Farm Credit
Administration has given final approval to the
merger plan.

(Pub. L. 92–181, title VI, § 6.5, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1588;
amended Pub. L. 100–399, title II, § 201(d), (e),
Aug. 17, 1988, 102 Stat. 991.)

REFERENCES IN TEXT

Section 410(c) of the Agricultural Credit Act of 1987,
referred to in subsec. (d), is section 410(c) of Pub. L.
100–233, which is set out as a note under section 2011 of
this title.

AMENDMENTS

1988—Subsecs. (a)(1) to (3), (c). Pub. L. 100–399, § 201(e),
struck out ‘‘the appropriate provision of’’ after
‘‘under’’ wherever appearing.

Subsec. (d). Pub. L. 100–399, § 201(d), substituted ‘‘Ex-
cept as provided in section 410(c) of the Agricultural
Credit Act of 1987, no’’ for ‘‘No’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

§ 2278a�6. Special powers

(a) In general
In the case of a System institution that re-

quests certification under section 2278a–4 of this
title, the Assistance Board may—

(1) require the institution to obtain approval
from the Assistance Board before implement-
ing business, operating, and investment plans
and policies;

(2) if one or more of the conditions described
in section 2183(b) of this title are met, as de-
termined by the Farm Credit Administration,
direct the Farm Credit Administration Board
to appoint a conservator for the institution, in
accordance with such section, and to instruct
the conservator to evaluate the operations of
the institution and report to the Farm Credit
Administration Board and the Assistance
Board on the possibility of restoring the insti-
tution to sound financial condition;

(3) request that the Farm Credit Administra-
tion Board or the Farm Credit Administra-
tion, as appropriate—

(A) approve or require a merger or consoli-
dation of the institution to the extent au-
thorized under this chapter;

(B) initiate action to appoint a receiver
under section 2183(b) of this title; or

(C) exercise any enforcement power au-
thorized under this chapter;

(4) require the institution to obtain approval
from the Assistance Board before setting the
terms and conditions of any debt issuances of
the institution;

(5) require the institution to obtain approval
from the Assistance Board before setting the
policy on credit standards to be used, and the
policy on rates of interest to be charged on
loans, by the institution, including requiring
that—

(A) the institution set interest rates at
levels necessary to ensure that the cost of

money to the institution reflects the mar-
ginal cost to the institution of borrowing an
additional amount of money at the time a
new loan is made; and

(B) loans primarily secured by real estate
mortgages not exceed 85 percent of the ap-
praised agricultural value of the real estate
security, or 75 percent of the then current
market value of the real estate security,
whichever is greater;

(6) require the institution to obtain approval
from the Assistance Board for the design of
management information and accounting sys-
tems at the institution, and of the continued
use by the institution of regulatory account-
ing practices in accordance with sections
2159(b) and 2254(b) of this title;

(7) require that the plans and policies of the
institution resulting from the merger of Sys-
tem banks reduce the overhead costs of such
institution, to the maximum extent prac-
ticable, with respect to the delivery of services
to, and performance of duties for, System as-
sociations in the district;

(8) require the institution to obtain approval
from the Assistance Board of—

(A) the hiring policies of the institution;
(B) the compensation and retirement bene-

fits of the chief executive officer, other man-
agers, and directors of the institution;

(C) any change in the management of the
institution; and

(D) policy decisions regarding continued
employment and promotion of the officials
referred to in subparagraph (B);

(9) suspend for any period of time, or termi-
nate, any certification granted to an institu-
tion under section 2278a–4 of this title if the
Farm Credit Administration notifies the As-
sistance Board that the institution has sub-
stantially deviated from the institution’s busi-
ness plan or has failed to comply with a term
or condition governing the use of any financial
assistance provided to the institution under
this subchapter; and

(10) take such other action as the Assistance
Board determines may be necessary to estab-
lish prudent operating practices at the institu-
tion and to return the institution to a sound
financial condition.

(b) Suspension of assistance
(1) Notification

The Assistance Board shall promptly notify
the Farm Credit Administration of any action
taken by the Assistance Board under sub-
section (a)(9) of this section.
(2) Enforcement

The Farm Credit Administration may use
any of its enforcement powers, with respect to
any institution to which the Assistance Board
has provided assistance or has certified the in-
stitution to issue preferred stock under sec-
tion 2278b–7 of this title, to obtain the compli-
ance of the institution with the terms or con-
ditions governing the use of financial assist-
ance provided under this subchapter.

(c) Undated letters of resignation
The Assistance Board shall not, for any rea-

son, request or require any member of the board
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of directors of any System institution to submit
to the Assistance Board an undated letter of res-
ignation. Immediately after January 6, 1988, the
Assistance Board shall destroy all such letters
over which it has control.
(d) Reports

During the 5-year period beginning on January
6, 1988, the Assistance Board, in coordination
with the Financial Assistance Corporation, shall
report annually to the Committee on Agri-
culture of the House of Representatives and the
Committee on Agriculture, Nutrition, and For-
estry of the Senate on the extent to which Sys-
tem institutions translate the savings in the
cost of the operations of such institutions due to
the Federal assistance provided to the System
under this subchapter into lower interest rates
charged to System borrowers or enhanced finan-
cial solvency of such institutions.

(Pub. L. 92–181, title VI, § 6.6, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1589;
amended Pub. L. 100–399, title II, § 201(f)–(i), Aug.
17, 1988, 102 Stat. 991; Pub. L. 101–624, title XVIII,
§ 1843(a)(2), Nov. 28, 1990, 104 Stat. 3836.)

AMENDMENTS

1990—Subsec. (a)(8)(B). Pub. L. 101–624 struck out be-
fore semicolon at end ‘‘notwithstanding the authority
of the Farm Credit Administration to approve such
matters’’.

1988—Subsec. (a)(8)(B). Pub. L. 100–399, § 201(f), struck
out ‘‘under sections 2226 and 2252(a)(15) of this title’’
after ‘‘such matters’’.

Subsec. (a)(9). Pub. L. 100–399, § 201(g), struck out
‘‘may’’ before ‘‘suspend’’.

Subsec. (b)(1). Pub. L. 100–399, § 201(h), substituted
‘‘(a)(9)’’ for ‘‘(a)(8)’’.

Subsec. (b)(2). Pub. L. 100–399, § 201(i), struck out ‘‘the
appropriate provision of’’ after ‘‘stock under’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2254, 2271,
2278a–4, 2278a–7 of this title.

§ 2278a�7. Administration

(a) Expenses
The Financial Assistance Corporation shall

pay the necessary and reasonable administrative
expenses of the Assistance Board from funds in
the Assistance Fund established in section
2278b–5 of this title.
(b) Interim funding

Before the availability of funding from the As-
sistance Fund, the Assistance Board may use
the revolving fund established under section 2151
of this title. Such amounts used shall be repaid
to the revolving fund out of the Assistance Fund
within the same fiscal year that such funds were
received by the Assistance Board.
(c) Assistance operations

The Farm Credit Administration shall provide
such personnel and facilities to the Assistance
Board as the Farm Credit Administration con-
siders are necessary to avoid unnecessary dupli-
cation and waste.

(d) Access to FCA documents
The Assistance Board shall have access to all

reports of examination and supervisory docu-
ments of the Farm Credit Administration, and
relevant supporting material, for the purpose of
carrying out the special powers of the Assist-
ance Board under section 2278a–6 of this title,
under such terms and conditions, acceptable to
the Farm Credit Administration Board, as are
necessary and appropriate to protect the con-
fidentiality of the documents and materials.

(Pub. L. 92–181, title VI, § 6.7, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1591;
amended Pub. L. 100–399, title II, § 201(j), Aug. 17,
1988, 102 Stat. 991.)

AMENDMENTS

1988—Subsec. (d). Pub. L. 100–399 substituted ‘‘mate-
rial,’’ for ‘‘material’’ and ‘‘under such terms and condi-
tions, acceptable’’ for ‘‘under terms and conditions that
are acceptable’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2151 of this title.

§ 2278a�8. Limitation of powers

(a) Purposes
The powers of the Assistance Board under this

subchapter shall be exercised only for the pur-
poses specified in this subchapter and shall not
be exercised in a manner that would result in
the Assistance Board supplanting the Farm
Credit System lending institutions as the pri-
mary providers of credit and other financial
services to farmers, ranchers, and the coopera-
tives of such.
(b) Prohibition

The powers of the Assistance Board under this
subchapter shall not include the management,
administration, or disposition of any loans or
other assets owned by other System institu-
tions, or the providing of technical assistance or
other related services to other System institu-
tions in connection with the administration of
loans owned by such other institutions.

(Pub. L. 92–181, title VI, § 6.8, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1591.)

§ 2278a�9. Succession

(a) Assets and liabilities
On the issuance by the Farm Credit Adminis-

tration of the charter for the Assistance Board
under this part, the Assistance Board shall suc-
ceed to the assets of and assume all debts, obli-
gations, contracts, and other liabilities of the
Capital Corporation, matured or unmatured, ac-
crued, absolute, contingent or otherwise, and
whether or not reflected or reserved against on
balance sheets, books of account, or records of
the Capital Corporation.
(b) Contracts

The existing contractual obligations, security
instruments, and title instruments of the Cap-
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1 See References in Text note below.

ital Corporation shall, by operation of law and
without any further action by the Farm Credit
Administration, the Capital Corporation, or any
court, become and be converted into obligations,
entitlements, and instruments of the Assistance
Board chartered under this part.
(c) Adjustment of assessments

Not later than 15 days after the issuance of the
charter of the Assistance Board, the Board shall
retire all debt and equity obligations issued to
any System institution under section 2216f(a)(14)
or 2216g 1 of this title (as in effect immediately
before January 6, 1988) at the book value of such
obligations (determined as of January 6, 1988)
and shall pay such amounts to the holders of
such debt and equity obligations.
(d) Surplus funds

To the extent that, on the extinguishing of li-
abilities assumed by the Assistance Board under
this section, and on full performance or other
final disposition of contract obligations of the
Assistance Board, there remain surplus funds at-
tributable to such obligations or contracts, the
Assistance Board shall distribute such surplus
funds among the System institutions that con-
tributed funds to the Capital Corporation on the
basis of the relative amount of funds so contrib-
uted by each institution.
(e) Preservation agreements

(1) Transfer of obligations
Notwithstanding any other provision of this

chapter or the terms and conditions of the
Thirty-Seven Banks Capital Preservation
Agreement, the Federal Land Banks Capital
Preservation Agreement, the Federal Inter-
mediate Credit Banks Capital Preservation
Agreement, and the Banks for Cooperatives
Loss Sharing Agreement—

(A) at the time the receiving bank receives
funds from the Financial Assistance Cor-
poration in an equal and equivalent amount
in accordance with this subsection, any
amounts received by, or that remain accrued
to, any System bank in accordance with the
activation of any such agreement for the
calendar quarter ending on September 30,
1986, shall be—

(i) repaid to the contributing bank by
the bank that received such payments; or

(ii) cancelled;

(B) on the date the Financial Assistance
Corporation is chartered, the accounts pay-
able of each contributing bank under such
agreements for the calendar quarter ending
on September 30, 1986, shall, by operation of
law and without any further action by such
contributing bank, any other bank, or any
court, become and be converted into ac-
counts payable of the Financial Assistance
Corporation to each receiving bank under
such agreement for such calendar quarter in
the same amounts as previously carried on
the books of each such receiving bank; and

(C) on the date the Financial Assistance
Corporation is chartered, the accounts re-
ceivable of each receiving bank under such

agreements for the calendar quarter ending
September 30, 1986, shall, by operation of law
and without any further action by such re-
ceiving bank or any other bank, or any
court, become and be converted into ac-
counts receivable to such receiving bank
from the Financial Assistance Corporation,
in the same amount as previously carried on
the books of such receiving bank and such
receivables shall, for all financial reporting
purposes, be accounted for as an asset on the
books of such receiving bank in accordance
with generally accepted accounting prac-
tices.

(2) Payments to receiving banks
(A) Not later than 30 days after the first is-

suance of obligations by the Financial Assist-
ance Corporation in accordance with section
2278b–6 of this title, the Corporation shall pay
to each receiving bank such sums as are nec-
essary to permit each receiving bank to repay,
in accordance with paragraph (1), the amounts
each such receiving bank received under any
such agreement.

(B) The accruals shall be paid by the Cor-
poration to each receiving bank for the actual
net loan charge-offs recorded on the books of
each such bank before January 1, 1993, not pre-
viously paid by the contributing banks.
(3) Debt obligations

(A) Issuance
For the purpose of obtaining funds to

carry out this subsection, the Financial As-
sistance Corporation shall issue debt obliga-
tions under section 2278b–6 of this title. Such
obligations shall be subject to the terms and
conditions of such section, except as pro-
vided for in this paragraph.
(B) Payment of interest

During each year of the 15-year period of
such obligation issued pursuant to subpara-
graph (A), the banks operating under this
chapter shall pay to the Financial Assist-
ance Corporation, at such times as the Cor-
poration shall determine, an amount equal
to the entire amount of interest due on such
obligation. Each bank shall pay a proportion
of such interest equal to—

(i) the average accruing loan volume of
the bank during the year preceding the
year of such payment; divided by

(ii) the average accruing loan volume of
all of the banks of the System for the same
period.

(C) Payment of principal
(i) In general

After the end of the 15-year period begin-
ning on the date of the issuance of any ob-
ligation issued to carry out this sub-
section, the banks operating under this
chapter shall pay to the Financial Assist-
ance Corporation, on demand, an amount
equal to the outstanding principal of the
obligation. Each bank shall pay a propor-
tion of the principal equal to—

(I) the average accruing loan volume of
the bank for the preceding 15 years; di-
vided by
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(II) the average accruing loan volume
of all banks of the System for the same
period.

(ii) Banks leaving system
Any bank leaving the Farm Credit Sys-

tem pursuant to section 2279d of this title
shall be required, under regulations of the
Farm Credit Administration, to pay to the
Financial Assistance Corporation the esti-
mated present value of the payment re-
quired under this subparagraph had the
bank remained in the System.

(iii) Banks undergoing liquidation
With respect to any bank undergoing liq-

uidation under this chapter, a liability to
the Financial Assistance Corporation in
the amount of the payment required under
this subparagraph (calculated as if the
bank had left the System on the date it
was placed in liquidation) shall be recog-
nized as a claim in favor of the Financial
Assistance Corporation against the estate
of the bank.

(iv) Obligations of other banks
The obligations of other banks shall not

be reduced in anticipation of any recover-
ies under this subparagraph from banks
leaving the System or in liquidation, but
the Financial Assistance Corporation shall
apply the recoveries, when received, and
all earnings on the recoveries, to reduce
the other banks’ payment obligations, or,
to the extent the recoveries are received
after the other banks have met their en-
tire payment obligation, shall refund the
recoveries, when received, to the other
banks in proportion to the other banks’
payments.

(D) Annual payments
(i) In general

In order to provide for the orderly fund-
ing and discharge over time of the obliga-
tion of each System bank to the Financial
Assistance Corporation under subpara-
graph (C), each System bank shall enter
into or continue in effect an agreement
with the Financial Assistance Corporation
under which the bank will make annual
annuity-type payments to the Financial
Assistance Corporation, beginning no later
than December 31, 1992 (except for any
bank that did not meet its interim capital
requirement on December 31, 1990, in which
case the bank shall begin making the pay-
ments no later than December 31, 1993) in
amounts designed to accumulate, in total,
including earnings on the amounts, to 90
percent of the bank’s ultimate obligation.
The Financial Assistance Corporation
shall partially discharge the bank from its
obligation under subparagraph (C) to the
extent of each such payment and the earn-
ings on the payment as earned.

(ii) Capital requirements
The agreement shall not require pay-

ments to be made to the extent that mak-
ing a particular payment or part of a pay-

ment would cause the bank to fail to sat-
isfy applicable regulatory permanent cap-
ital requirements, but shall provide for re-
calculation of subsequent payments ac-
cordingly.
(iii) Investment; availability

The funds received by the Financial As-
sistance Corporation pursuant to the
agreements shall be invested in eligible in-
vestments as defined in section
2278b–5(a)(1) of this title. The funds and the
earnings on the funds shall be available
only for the payment of the principal of
the bonds issued by the Financial Assist-
ance Corporation under this subsection.

(E) Financial reporting
Until each obligation issued in accordance

with this subsection reaches maturity, for
all financial reporting purposes, such obliga-
tion shall be considered to be the sole obli-
gation of the Financial Assistance Corpora-
tion and shall not be considered a liability of
any System bank, nor shall the obligation to
make future annuity payments to the Finan-
cial Assistance Corporation under subpara-
graph (D) be considered a liability of any
System bank.

(4) Funds not considered financial assistance
The funds made available to each bank,

whether through the issuance of stock or
otherwise, by the Financial Assistance Cor-
poration to meet obligations under any agree-
ment referred to in paragraph (1) or to meet
any obligations of the contributing banks
under any such agreement, as required by this
subsection, shall not be considered financial
assistance under this chapter.
(5) Suspension of preservation agreements

During the 5-year period beginning on Janu-
ary 6, 1988, and thereafter whenever funds from
the Farm Credit System Insurance Fund are
available for use in assisting System institu-
tions to meet their obligations on their debt
instruments, activation of the Thirty-Seven
Banks Capital Preservation Agreement, the
Federal Land Banks Capital Preservation
Agreement, the Federal Intermediate Credit
Banks Capital Preservation Agreement, and
the Banks for Cooperatives Loss Sharing
Agreement shall be suspended, in exchange for
the benefits flowing to the signatories to such
agreements under the Agricultural Credit Act
of 1987.

(Pub. L. 92–181, title VI, § 6.9, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1591;
amended Pub. L. 100–399, title II, § 201(k), (l),
Aug. 17, 1988, 102 Stat. 991; Pub. L. 102–552, title
III, § 301, Oct. 28, 1992, 106 Stat. 4107.)

REFERENCES IN TEXT

Sections 2216f and 2216g of this title, referred to in
subsec. (c), were repealed by Pub. L. 100–233, title II,
§ 207(a)(3), Jan. 6, 1988, 101 Stat. 1607, effective 15 days
after Jan. 6, 1988.

The Agricultural Credit Act of 1987, referred to in
subsec. (e)(5), is Pub. L. 100–233, Jan. 6, 1988, 101 Stat.
1568, as amended. For complete classification of this
Act to the Code see Short Title of 1988 Amendment
note set out under section 2001 of this title and Tables.
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AMENDMENTS

1992—Subsec. (e)(3)(C). Pub. L. 102–552, § 301(1), added
subpar. (C) and struck out former subpar. (C) which
read as follows:

‘‘(C) PAYMENT OF PRINCIPAL.—After the end of the 15-
year period beginning on the date of the issuance of
any obligation issued to carry out this subsection, the
banks operating under this chapter shall pay to the Fi-
nancial Assistance Corporation, on demand, an amount
equal to the outstanding principal of such obligation.
Each bank shall pay a proportion of such principal
equal to—

‘‘(i) the average accruing loan volume of the bank
for the preceding 15 years; divided by

‘‘(ii) the average accruing loan volume of all banks
of the System for the same period.’’
Subsec. (e)(3)(D). Pub. L. 102–552, § 301(2), (3), added

subpar. (D) and redesignated former subpar. (D) as (E).
Subsec. (e)(3)(E). Pub. L. 102–552, § 301(2), (4), redesig-

nated subpar. (D) as (E) and inserted before period at
end ‘‘, nor shall the obligation to make future annuity
payments to the Financial Assistance Corporation
under subparagraph (D) be considered a liability of any
System bank’’.

1988—Subsec. (a). Pub. L. 100–399, § 201(k), inserted in
heading ‘‘Assets and’’.

Subsec. (e)(5). Pub. L. 100–399, § 201(l), inserted ‘‘acti-
vation of’’ after ‘‘instruments,’’ and struck out closing
quotation mark and following period, which for pur-
poses of codification had been previously struck out re-
quiring no change in text.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2278b–1, 2278b–6,
2278b–9, 2278b–11 of this title.

§ 2278a�10. Effect of regulations; audits

(a) Issuance
The Assistance Board may issue such regula-

tions, policies, procedures, guidelines, or state-
ments as the Board considers necessary or ap-
propriate to carry out this subchapter, all of
which shall be promulgated and enforced with-
out regard to subchapter II of chapter 5 of title
5.
(b) Regulation by Farm Credit Administration

The Assistance Board shall not be subject to
regulation by the Farm Credit Administration.
(c) Audits

The Assistance Board shall not require an
audit or examination of a System institution
that would be duplicative of an audit or exam-
ination that is conducted under other provisions
of law.

(Pub. L. 92–181, title VI, § 6.10, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1594.)

§ 2278a�11. Exemption from taxation

The Assistance Board, the capital, reserves,
and surplus thereof, and the income derived
therefrom, shall be exempt from Federal, State,
municipal, and local taxation, except taxes on
real estate held by the Assistance Board to the
same extent, according to its value, as other
similar property held by other persons is taxed.

(Pub. L. 92–181, title VI, § 6.11, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1594.)

§ 2278a�12. Termination

The Assistance Board and the authority pro-
vided to the Assistance Board by this part shall
terminate on December 31, 1992.

(Pub. L. 92–181, title VI, § 6.12, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1594;
amended Pub. L. 100–399, title II, § 201(m), Aug.
17, 1988, 102 Stat. 991.)

AMENDMENTS

1988—Pub. L. 100–399 inserted ‘‘to the Assistance
Board’’ after ‘‘provided’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2277a–7 of this
title.

§ 2278a�13. Transitional provisions

(a) Exercise of powers
The powers of the Assistance Board under this

subchapter shall be exercised by the Farm Cred-
it Administration Board until the issuance of
the charter of the Assistance Board, or such
later date not to exceed 30 days thereafter, as
may be requested by the Assistance Board.
(b) Limitation on assistance

Any assistance provided to System institu-
tions by the Farm Credit Administration in ac-
cordance with this section shall be provided
from, and shall not exceed, the amounts con-
tained in the revolving fund established under
section 2151 of this title.
(c) Issuance of stock

Each institution that receives assistance from
the Farm Credit Administration during the in-
terim period specified in subsection (a) of this
section, in consideration thereof, shall issue pre-
ferred stock to the Financial Assistance Cor-
poration in an amount equal to the amount of
such assistance. Payments by the Financial As-
sistance Corporation under subsection (d) of this
section shall be considered to be payments to
each such institution for such stock.
(d) Repayment

The Financial Assistance Corporation shall
pay to the Farm Credit Administration, for re-
turn to the revolving fund established under sec-
tion 2151 of this title, the full amount of all fi-
nancial assistance provided by the Farm Credit
Administration in accordance with this section,
from the proceeds from the sale of the first issue
of obligations by the Financial Assistance Cor-
poration in accordance with section 2278b–6 of
this title.

(Pub. L. 92–181, title VI, § 6.13, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1594;
amended Pub. L. 100–399, title II, § 201(n), Aug.
17, 1988, 102 Stat. 991.)

AMENDMENTS

1988—Subsec. (d). Pub. L. 100–399 inserted ‘‘, for re-
turn to the revolving fund established under section
2151 of this title,’’ before ‘‘the full’’.
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EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2151 of this title.

PART B—FINANCIAL ASSISTANCE CORPORATION

§ 2278b. Establishment of Corporation

Not later than 5 days after January 6, 1988, the
Farm Credit Administration shall charter the
Farm Credit System Financial Assistance Cor-
poration (hereinafter referred to in this chapter
as the ‘‘Financial Assistance Corporation’’)
which shall be—

(1) an institution of the Farm Credit Sys-
tem; and

(2) a Federally chartered instrumentality of
the United States.

(Pub. L. 92–181, title VI, § 6.20, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1595.)

FINANCIAL REPORT

Section 206 of Pub. L. 100–233 provided that: ‘‘During
the period beginning September 30, 2001, and ending De-
cember 31, 2001, the Farm Credit Administration shall
review and evaluate the financial condition of the
Farm Credit System and report to the Secretary of the
Treasury and the appropriate committees of Congress
on—

‘‘(1) the general financial condition of each System
institution;

‘‘(2) the total outstanding principal of debt obliga-
tions issued under section 6.26 of the Farm Credit Act
of 1971 (as added by section 201 of this Act) [12 U.S.C.
2278b–6]; and

‘‘(3) the ability of each System institution to retire,
at par value, preferred stock issued by the institution
in accordance with section 6.27 of the Farm Credit
Act of 1971 (as added by section 201 of this Act) [12
U.S.C. 2278b–7].’’

§ 2278b�1. Purpose

The purpose of the Financial Assistance Cor-
poration shall be to carry out a program to pro-
vide capital to institutions of the Farm Credit
System that are experiencing financial dif-
ficulty and to assist, pursuant to section
2278a–9(e) of this title and subsections (c)
through (g) of section 2278b–6 of this title, in the
repayment by System institutions to those per-
sons who provided funds in connection with the
program.

(Pub. L. 92–181, title VI, § 6.21, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1595;
amended Pub. L. 102–552, title III, § 307(a), Oct.
28, 1992, 106 Stat. 4116.)

AMENDMENTS

1992—Pub. L. 102–552 inserted before period at end
‘‘and to assist, pursuant to section 2278a–9(e) of this
title and subsections (c) through (g) of section 2278b–6
of this title, in the repayment by System institutions
to those persons who provided funds in connection with
the program’’.

§ 2278b�2. Board of Directors

(a) Board of Directors
(1) Composition

The Board of Directors of the Financial As-
sistance Corporation (hereinafter referred to

in this part as the ‘‘Board of Directors’’) shall
consist of the Board of Directors of the Fed-
eral Farm Credit Banks Funding Corporation.
(2) Chairman

The Board of Directors shall elect annually
a Chairman from among the members of the
Board.
(3) Compensation

The members of the Board of Directors shall
receive compensation for the time devoted to
meetings and other activities of the Board and
reasonable allowances for necessary expenses
of travel, lodging, and subsistence incurred in
attending meetings and other activities of the
Board of Directors in amounts not exceeding
levels set by the Farm Credit Administration
Board.

(b) Rules and records
The Board of Directors shall adopt such rules

as it may deem appropriate for the transaction
of its business and shall keep permanent and ac-
curate records and minutes of its acts and pro-
ceedings.
(c) Quorum required

No business may be conducted at a meeting of
the Board of Directors unless a quorum of the
members of the Board is present, and a vote to
approve an action requires a majority vote of
the members voting.
(d) Chief executive officer

A chief executive officer of the Financial As-
sistance Corporation shall be selected by the
Board of Directors and shall serve at the pleas-
ure of the Board.

(Pub. L. 92–181, title VI, § 6.22, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1595;
amended Pub. L. 100–399, title II, § 201(o), Aug. 17,
1988, 102 Stat. 991.)

AMENDMENTS

1988—Subsec. (a)(1). Pub. L. 100–399 substituted ‘‘part’’
for ‘‘chapter’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

§ 2278b�3. Stock

The Financial Assistance Corporation shall
issue stock with a par value of $5 to System in-
stitutions, as provided for in this part, and such
stock shall not be transferable, except in the
event of a restructuring or liquidation to a suc-
cessor System institution.

(Pub. L. 92–181, title VI, § 6.23, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1595;
amended Pub. L. 102–237, title V, § 502(m), Dec.
13, 1991, 105 Stat. 1869.)

AMENDMENTS

1991—Pub. L. 102–237 inserted before period at end
‘‘, except in the event of a restructuring or liquidation
to a successor System institution’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2278b–9 of this
title.
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§ 2278b�4. Corporate powers

(a) In general
The Financial Assistance Corporation shall

have the power to—
(1) operate under the direction of its Board

of Directors;
(2) adopt, alter, and use a corporate seal,

which shall be judicially noted;
(3) provide for such officers, employees, and

agents, including joint employees with the
Funding Corporation, as may be necessary, de-
fine their duties, and require surety bonds or
make other provisions against losses occa-
sioned by acts of such persons;

(4) adopt a salary scale for officers and em-
ployees of the Financial Assistance Corpora-
tion, in accordance with the directives of the
Board of Directors;

(5) prescribe by its Board of Directors by-
laws, that are not inconsistent with law, and
that shall provide for the manner in which—

(A) its officers, employees, and agents are
selected;

(B) its property is acquired, held, and
transferred;

(C) its general business is conducted; and
(D) the privileges granted by law are exer-

cised and enjoyed;

(6) enter into contracts and make advance,
progress, or other payments with respect to
such contracts;

(7) sue and be sued in its corporate name and
complain and defend in courts of competent
jurisdiction;

(8) acquire, hold, lease, mortgage, or dispose
of, at public or private sale, real and personal
property, and otherwise exercise all the usual
incidents of ownership of property necessary
and convenient to its business;

(9) obtain insurance against loss;
(10) modify or consent to the modification of

any contract or agreement to which it is a
party or in which it has an interest under this
part;

(11) borrow from any commercial bank on its
own individual responsibility and on such
terms and conditions as it may determine
with the approval of the Farm Credit Adminis-
tration;

(12) deposit its securities and its current
funds with any member bank of the Federal
Reserve System or any insured State non-
member bank (within the meaning of section
1813 of this title) and pay fees therefor and re-
ceive interest thereon as may be agreed; and

(13) exercise such other incidental powers as
are necessary to carry out its powers, duties,
and functions in accordance with its charter
and this part.

(b) Power to remove, and jurisdiction
Notwithstanding any other provision of law,

any civil action, suit, or proceeding to which the
Financial Assistance Corporation is a party
shall be deemed to arise under the laws of the
United States, and the United States District
Court for the District of Columbia shall have ex-
clusive jurisdiction over such. The Financial As-
sistance Corporation may, without bond or secu-
rity, remove any such action, suit, or proceeding

from a State court to the United States District
Court for the District of Columbia.

(Pub. L. 92–181, title VI, § 6.24, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1596;
amended Pub. L. 100–399, title II, § 201(a), (b),
Aug. 17, 1988, 102 Stat. 990.)

AMENDMENTS

1988—Subsec. (a)(12). Pub. L. 100–399, § 201(a), sub-
stituted ‘‘(within the meaning of section 1813 of this
title)’’ for ‘‘(as defined in section 1813(b) of this title)’’.

Subsec. (b). Pub. L. 100–399, § 201(b), substituted ‘‘ex-
clusive’’ for ‘‘original’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2278b–6 of this
title.

§ 2278b�5. Accounts

(a) Farm Credit Assistance Fund
(1) Establishment

The Financial Assistance Corporation shall
establish an account called the Farm Credit
Assistance Fund (referred to in this chapter as
the ‘‘Assistance Fund’’) which shall be avail-
able to the Financial Assistance Corporation
as a revolving fund to carry out this part. The
moneys of such Assistance Fund shall be in-
vested in direct obligations of the United
States or obligations guaranteed by the
United States or an agency thereof.
(2) Funding

The Assistance Fund shall be funded through
the issuance of debt obligations and payments,
as provided in section 2278b–6 of this title, and
payments, as provided in section 2278b–8 of
this title.

(b) Financial Assistance Corporation Trust Fund
The Financial Assistance Corporation shall es-

tablish an account called the Financial Assist-
ance Corporation Trust Fund (hereinafter re-
ferred to in this chapter as the ‘‘Trust Fund’’)
that shall consist of securities of the United
States Treasury purchased by the Financial As-
sistance Corporation with the funds received
from the purchase of stock by System institu-
tions from the Financial Assistance Corporation
under section 2278b–9 of this title.

(Pub. L. 92–181, title VI, § 6.25, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1597.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2278a–7, 2278a–9,
2278b–6, 2278b–11, 2279d of this title.

§ 2278b�6. Debt obligations

(a) Issuance
During the period beginning 61 days after Jan-

uary 6, 1988, and ending September 30, 1992, the
Financial Assistance Corporation, subject to the
approval of the Assistance Board, may issue un-
collateralized bonds, notes, debentures, and
similar obligations, guaranteed as to the timely
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payment of principal and interest by the Sec-
retary of the Treasury as set forth in subsection
(d) of this section, with semiannual interest cou-
pon payments and a maturity period of 15
years—

(1) in an aggregate amount not to exceed
$2,800,000,000; and

(2) beginning January 1, 1989, in an addi-
tional amount, not to exceed $1,200,000,000, if—

(A) debt obligations have been issued by
the Corporation to the full extent authorized
under paragraph (1);

(B) the Assistance Board determines that
such additional funds are needed to carry
out this subchapter; and

(C) at least 90 days before the issuance of
any debt obligations under this paragraph,
the Assistance Board submits a report to
Congress that sets forth the determination
of the Assistance Board that such additional
debt obligations should be issued, and that
contains a detailed evaluation supporting
the determination.

(b) Conditions
The debt obligations shall be in such forms

and denominations, bear such rates of interest,
be subject to such conditions, be issued in such
manner, and be sold at such prices as may be
prescribed by the Financial Assistance Corpora-
tion.

(c) Interest payments
(1) Payment of interest during first 5-year pe-

riod
During each year of the first 5-year period of

the 10-year period beginning on the date of is-
suance of each obligation under subsection (a)
of this section, the Financial Assistance Cor-
poration shall pay, without recourse to Sys-
tem institutions, other than that described in
paragraph (5), all of the interest due on such
obligation.

(2) Payment of interest during second 5-year
period

(A) In general
During each year of the second 5-year pe-

riod of the 10-year period beginning on the
date of issuance of each obligation under
subsection (a) of this section, the Financial
Assistance Corporation shall pay all of the
interest due on such obligation.

(B) Payment by System banks to Financial
Assistance Corporation

During each year of the second 5-year pe-
riod, System banks shall pay to the Finan-
cial Assistance Corporation 50 percent of the
interest due on the obligations, except that
System banks shall pay an additional 10 per-
cent of the interest expense for each 1 per-
cent that the unallocated retained earnings
of the System (as determined under gener-
ally accepted accounting principles) exceed 5
percent of net assets (total assets less allow-
ance for loan losses) based on a year-end fi-
nancial statement for the preceding year.

(C) Allocation
During each year of the second 5-year pe-

riod, each System bank shall pay to the Fi-

nancial Assistance Corporation a proportion,
as calculated by the Financial Assistance
Corporation, of the interest due from Sys-
tem banks under this paragraph equal to—

(i) the amount of the average accruing
retail loan volume of the bank and its af-
filiated associations for the preceding
year; divided by

(ii) the total average accruing retail loan
volume of all such banks and their affili-
ated associations for the preceding year.

(3) Payments by Treasury
The Secretary of the Treasury, in accord-

ance with section 2278b–8 of this title, shall
pay to the Financial Assistance Corporation,
in a timely manner, the balance of each inter-
est payment not made by the System banks.
(4) Payment of interest after first 10-year pe-

riod
During each year of the third 5-year period

of the 15-year period beginning on the date of
the issuance of each obligation under sub-
section (a) of this section, the Financial As-
sistance Corporation shall pay all of the inter-
est due on such obligation. During each year
of such 5-year period, System banks shall pay
the entire amount of interest due on the obli-
gation allocated in the same manner as under
paragraph (2)(C). Such payments shall be made
to the Financial Assistance Corporation at
such times as the Financial Assistance Cor-
poration shall determine.
(5) Repayment of Treasury-paid interest

(A) In general
On the maturity date of the last-maturing

debt obligation issued under subsection (a)
of this section, the Financial Assistance
Corporation shall repay to the Secretary of
the Treasury the total amount of any annual
interest charges on the debt obligations that
Farm Credit System institutions (other than
the Financial Assistance Corporation) have
not previously paid, and the Financial As-
sistance Corporation shall not be required to
pay any additional interest charges on the
payments.
(B) Assessment

In order to provide for the orderly funding
by the banks of the System of the repay-
ment by the Financial Assistance Corpora-
tion to the Secretary of the Treasury, the
Financial Assistance Corporation shall as-
sess each System bank, on or about Decem-
ber 31 of each year beginning in 1992, and
each System bank shall promptly pay to the
Financial Assistance Corporation, an annual
annuity type payment in an amount de-
signed to accumulate, in total, including
earnings thereon, the amount of the bank’s
ultimate obligation (as determined by the
Corporation on a fair and equitable basis),
and no greater than .0006 nor less than .0004
times the bank’s and its affiliated associa-
tions’ average accruing retail loan volume
for the preceding year, subject to—

(i) upward or downward adjustment, as
appropriate, by the Financial Assistance
Corporation during each of the last 5 years
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prior to the date the Financial Assistance
Corporation is obligated to make the re-
payment, in order to ensure that the Fi-
nancial Assistance Corporation will have
the amount of funds needed to make the
repayment on the due date; and

(ii) reduction or termination in any year
when the funds paid to the Financial As-
sistance Corporation, including any antici-
pated future earnings on the funds, are suf-
ficient to make the repayment on the due
date.

(C) Investment of funds
The Financial Assistance Corporation

shall invest funds derived from the invest-
ment in eligible investments as defined in
section 2278b–5(a)(1) of this title. The funds
and the earnings on the funds shall be avail-
able only for the repayment to the Secretary
of the Treasury provided for in subparagraph
(A).

(D) Pass through
A bank may (and, to the extent necessary

to satisfy its obligations, shall) pass on (ei-
ther directly, or indirectly through loan
pricing or otherwise) all or part of the as-
sessments to its affiliated direct lender asso-
ciations based on proportionate average ac-
cruing retail loan volumes for the preceding
year, but the bank shall remain primarily
liable for the amounts.

(E) Liability

(i) Banks terminating System status or in
liquidation

Any bank terminating System status
pursuant to section 2279d of this title shall
be required, under regulations of the Farm
Credit Administration, to pay to the Fi-
nancial Assistance Corporation the esti-
mated present value of all future such as-
sessments against the bank had the bank
remained in the System. A liability to the
Financial Assistance Corporation in this
amount (calculated as if the bank had left
the System on the date the bank was
placed in liquidation) shall be recognized
as a claim in favor of the Financial Assist-
ance Corporation against the estate of any
bank undergoing liquidation.

(ii) No anticipatory reductions in other ob-
ligations

The obligations of other banks shall not
be reduced in anticipation of any recover-
ies under this subparagraph from banks
leaving the System or in liquidation.

(iii) Refund of recoveries
The Financial Assistance Corporation

shall apply the recoveries, when received,
and all earnings on the recoveries, to re-
duce the other banks’ payment obliga-
tions, or, to the extent the recoveries are
received after the other banks have met
their entire payment obligation, shall re-
fund the recoveries, when received, to the
other banks in proportion to the other
banks’ payments.

(F) Associations terminating System status
or in liquidation

Any association terminating System
status pursuant to section 2279d of this title
shall be required, under regulations of the
Farm Credit Administration, to pay to its
supervising bank a share, based on the asso-
ciation’s retail loan volume relative to the
retail loan volume of the bank and its affili-
ated associations had the association re-
mained in the System, of the estimated
present value of all future such assessments
against the bank. A liability to the bank in
this amount (calculated as if the association
had left the System on the date it was
placed in liquidation) shall be recognized as
a claim in favor of the bank against the es-
tate of any association undergoing liquida-
tion.
(G) Capital requirements

(i) In general
Until the date that is 5 years prior to the

date on which the Financial Assistance
Corporation is required to repay the Sec-
retary of the Treasury pursuant to sub-
paragraph (A), all assessments paid by
banks to the Financial Assistance Cor-
poration pursuant to subparagraph (B),
and any part of the obligation to pay fu-
ture assessments to the Financial Assist-
ance Corporation under subparagraph (B)
that is recognized as an expense on the
books of any System bank or association,
shall nonetheless be included in the cap-
ital of the bank or association for purposes
of determining its compliance with regu-
latory capital requirements.
(ii) During the final 5 years prior to repay-

ment
During the—

(I) period beginning 5 years, and ending
4 years, prior to the date on which the
Financial Assistance Corporation is re-
quired to repay the Secretary of the
Treasury pursuant to subparagraph (A),
60 percent;

(II) period beginning 4 years, and end-
ing 3 years, prior to the date on which
the Financial Assistance Corporation is
required to repay the Secretary of the
Treasury pursuant to subparagraph (A),
30 percent; and

(III) period beginning 3 years prior to
the date on which the Financial Assist-
ance Corporation is required to repay the
Secretary of the Treasury pursuant to
subparagraph (A), 0 percent,

of all assessments paid by banks to the Fi-
nancial Assistance Corporation pursuant
to subparagraph (B), and of any part of the
obligation to pay future assessments to
the Financial Assistance Corporation
under subparagraph (B) that is recognized
as an expense on the books of any System
bank or association, shall nonetheless be
included in the capital of the bank or asso-
ciation for purposes of determining its
compliance with regulatory capital re-
quirements.
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(d) Refinancing and payment of principal; de-
faults

(1) In general
(A) Time of repayment

On maturity of an obligation issued under
subsection (a) of this section, the obligation
shall be repaid by the Financial Assistance
Corporation.
(B) Payments by institutions

(i) In general
Except as provided in subparagraph (C),

in order to enable the Financial Assistance
Corporation to repay the obligation re-
ferred to in subparagraph (A), each institu-
tion that issued preferred stock under sec-
tion 2278b–7(a) of this title with respect to
the obligation (or the successor to the in-
stitution) shall pay to the Financial As-
sistance Corporation, before the maturity
date of the obligation, an amount equal to
the par value of the stock outstanding for
the institution.
(ii) Annual appropriation

Except as provided in clause (iii), each
year beginning in 1992, as soon as prac-
ticable following the end of the prior year,
each such institution (except institutions
in receivership and institutions that have
previously redeemed their preferred stock)
shall appropriate from its earnings in the
prior year to an appropriated unallocated
surplus account with respect to preferred
stock, the sum of—

(I) the greater of—
(aa) such amount as the institution

may be required to appropriate under
any assistance agreement the institu-
tion has with the Farm Credit System
Assistance Board or the Farm Credit
System Insurance Corporation; or

(bb) the amount that, if appropriated
to the account in equal amounts in
each year thereafter until the matu-
rity of the obligation referred to in
subparagraph (A), would cause the
amount in the account to equal the par
value of the preferred stock issued by
the institution with respect to the ob-
ligation; plus

(II) any amount that had been appro-
priated to the account in a previous year
but had thereafter been offset by losses.

(iii) Limitation
An annual appropriation shall not be

made to the extent that the appropriation
would exceed the institution’s net income
(as determined pursuant to generally ac-
cepted accounting principles) in that year
or to the extent that the appropriation
would cause the institution’s preferred
stock to be impaired.
(iv) Use

The amount in the appropriated unallo-
cated surplus account shall be unavailable
to pay dividends or other allocations or
distributions to shareholders or holders of
participation certificates. The account

shall be senior to all other unallocated
surplus accounts but junior to all preferred
and common stock for purposes of the ap-
plication of operating losses.

(v) Preferred stock
The appropriations of surplus by an in-

stitution shall not affect the treatment of
its preferred stock (and of the appro-
priated unallocated surplus) as equity for
purposes of regulatory permanent capital
requirements.

(C) Systemwide repayment
(i) In general

In order to enable the Financial Assist-
ance Corporation to repay the obligations
issued to provide assistance under sub-
sections (c) and (e) of section 410 of the Ag-
ricultural Credit Act of 1987 (12 U.S.C. 2011
note) and section 2162(c) of this title, or is-
sued to provide funds to cover the expenses
of the Assistance Board or the Financial
Assistance Corporation under sections
2278a–7(a) and 2278b–4, respectively, of this
title, each System bank shall pay to the
Financial Assistance Corporation a pro-
portion, as calculated by the Financial As-
sistance Corporation, of the obligation
equal to—

(I) the average accruing retail loan
volume of the bank and its affiliated as-
sociations for the preceding 15 years; di-
vided by

(II) the average accruing retail loan
volume of all such banks and their affili-
ated associations for the same period.

(ii) Expense item
The annual increase in the present value

of the estimated obligation of each bank
to the Financial Assistance Corporation
under this subparagraph shall be recorded
each year as an expense item, in accord-
ance with generally accepted accounting
principles, on the books of the bank.

(iii) Pass through
A bank may (and, to the extent nec-

essary to satisfy its obligations, shall) pass
on (either directly, or indirectly through
loan pricing or otherwise) all or part of the
amount necessary to satisfy the payment
requirement to its affiliated direct lender
associations based on proportionate aver-
age accruing retail loan volumes for the
preceding 15 years, except that the bank
shall remain primarily liable for the
amount.

(iv) Banks leaving System
Any bank leaving the Farm Credit Sys-

tem pursuant to section 2279d of this title
shall be required, under regulations of the
Farm Credit Administration, to pay to the
Financial Assistance Corporation the esti-
mated present value of the payment re-
quired under this subparagraph had the
bank remained in the System. A liability
to the Financial Assistance Corporation in
this amount (calculated as if the bank had
left the System on the date it was placed



Page 1323 TITLE 12—BANKS AND BANKING § 2278b�6

in liquidation) shall be recognized as a
claim in favor of the Financial Assistance
Corporation against the estate of any bank
undergoing liquidation. The obligations of
other banks shall not be reduced in antici-
pation of any such recoveries from banks
leaving the System or in liquidation, but
the Financial Assistance Corporation shall
apply the recoveries, when received, and
all earnings on the recoveries, to reduce
the other banks’ payment obligations, or,
to the extent the recoveries are received
after the other banks have met their en-
tire payment obligation, shall refund the
recoveries, when received, to the other
banks in proportion to the other banks’
payments.
(v) Associations terminating System status

or in liquidation
Any association leaving the Farm Credit

System pursuant to section 2279d of this
title shall be required, under regulations
of the Farm Credit Administration, to pay
to its supervising bank a share, based on
the association’s retail loan volume rel-
ative to the retail loan volume of the bank
and its affiliated associations had the as-
sociation remained in the System, of the
present value of the future payment obli-
gation of its supervising bank. A liability
to the bank in this amount (calculated as
if the association had left the System on
the date it was placed in liquidation) shall
be recognized as a claim in favor of the
bank against the estate of any association
undergoing liquidation.

(D) Funds for payments
Payments under subparagraphs (B) and (C)

shall be made by each such institution from
the funds of the institution or from funds
raised by the institution through the issu-
ance of debt obligations, which may be is-
sued without a collateral requirement and
without any guarantee by the Secretary of
the Treasury.

(2) Refinanced obligations
The refinanced obligations issued under

paragraph (1) shall be solely the obligations of
the institutions refinancing such, and sections
2154 and 2155 of this title shall not apply to
such obligations.
(3) Defaults

(A) Certain principal and interest obligations
(i) Payment by Corporation

If a System bank defaults on the pay-
ment of interest due under subsection (c)
of this section during the first 15 years
after an obligation is issued under sub-
section (a) of this section, on the payment
of principal or interest due under subpara-
graphs (B) and (C) of section 2278a–9(e)(3)
of this title, on the payment of principal
due under paragraph (1)(C), or on the pay-
ment of an assessment due under sub-
section (c)(5)(B) of this section, the Finan-
cial Assistance Corporation shall pay the
amount due by the System bank out of the
Trust Fund, and shall recover the amount

due from the defaulting System bank, and
such amount shall be paid to the Trust
Fund.

(ii) Payment by Insurance Fund
If the Financial Assistance Corporation

has not recovered the full amount due
from a defaulting bank by the end of the
12-month period beginning on the date of
default, any uncollected amount shall be
paid to the Trust Fund from the Insurance
Fund established under section 2277a–9 of
this title, to the full extent of funds avail-
able in the Insurance Fund as of the date
the Financial Assistance Corporation noti-
fied the Farm Credit System Insurance
Corporation of amounts due under this sec-
tion.

(iii) Payment by remaining institutions
To the extent that the payment from the

Insurance Fund is insufficient to reim-
burse the Trust Fund, the remaining bal-
ance shall be allocated to other System
banks in accordance with the allocation
mechanism applicable under this chapter
to the particular defaulted obligation.

(B) Principal of bonds issued to fund pur-
chase of preferred stock

(i) Evaluation
Not later than 90 days before the matu-

rity of any obligation issued under sub-
section (a) of this section, the Farm Credit
Administration shall complete an evalua-
tion of the general financial condition of
each System institution that issued pre-
ferred stock under section 2278b–7(a) of
this title with respect to such obligation
to determine whether such System institu-
tion will be able to redeem such stock at
par value on the maturity of the obliga-
tion, and remain a viable institution capa-
ble of providing credit to eligible borrow-
ers at equitable and competitive interest
rates.

(ii) Availability of evaluation
A copy of the evaluation required under

clause (i) shall be furnished to the Sec-
retary of the Treasury and the appropriate
committees of Congress.

(iii) Redemption by institution; purchase
by Secretary of the Treasury

If the Farm Credit Administration deter-
mines, in consultation with the Secretary
of the Treasury, on the basis of the evalua-
tion required under clause (i), that the re-
demption of such stock at par value would
impair the other stock or equities of such
institution or render such institution in-
capable of meeting its capital adequacy
standards, the institution shall be prohib-
ited from redeeming the preferred stock it
issued under section 2278b–7 of this title
with respect to the maturing obligation. If
the Farm Credit Administration deter-
mines, in consultation with the Secretary
of the Treasury, on the basis of the evalua-
tion required under clause (i), that such in-
stitution will be able to redeem, in a time-
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ly manner and at par value, the preferred
stock it issued under section 2278b–7 of this
title with respect to the maturing obliga-
tion, and remain a viable and competitive
institution, such institution shall have the
option of redeeming or not redeeming such
stock. If such institution is prohibited
from redeeming or elects not to redeem
such stock, the Financial Assistance Cor-
poration shall withdraw funds from the
Trust Fund in an amount equal to the par
value of the preferred stock issued by such
institution under section 2278b–7 of this
title so as to enable the Financial Assist-
ance Corporation to pay the principal of
the maturing obligation. Simultaneously
with such withdrawal of funds from the
Trust Fund, the Financial Assistance Cor-
poration shall transfer to the Insurance
Fund an equal amount, at par value, of
preferred stock of such institution. To the
extent that the Trust Fund is insufficient
to enable the Financial Assistance Cor-
poration to pay the full principal of the
maturing obligation, the Insurance Fund
shall be used by the Farm Credit System
Insurance Corporation to purchase, at par
value, the preferred stock issued by such
institution under section 2278b–7(a) of this
title to enable the Financial Assistance
Corporation to pay the principal of the
maturing obligation. To the extent that
the Insurance Fund is insufficient to en-
able the Financial Assistance Corporation
to pay the full principal of the maturing
obligation, the Secretary of the Treasury
shall purchase, at par value, the remaining
quantity of the preferred stock issued by
such institution to enable the Financial
Assistance Corporation to make such full
payment. For that purpose, the Secretary
of the Treasury may use, as a public debt
transaction, the proceeds from the sale of
any securities issued under chapter 31 of
title 31. The purposes for which such secu-
rities may be issued under such chapter
are extended to include such purchases of
stock. Any preferred stock transferred to,
or purchased by, the Farm Credit System
Insurance Corporation under this clause
shall be retired by the issuing institution
at such times and under such terms and
conditions as are agreed to between the In-
surance Corporation and such institution.

(C) Recourse by other System banks
A defaulting bank shall be liable to the re-

maining System banks for any amounts paid
by the remaining banks under this para-
graph.

(4) Payment by United States
(A) Inability to pay

Notwithstanding any other provision of
this chapter, if the Financial Assistance
Corporation is unable to pay the principal or
interest of any obligation issued under sub-
section (a) of this section or section
2278a–9(e)(3)(A) of this title, the Secretary of
the Treasury shall pay to the Financial As-
sistance Corporation the amount due which

shall be used by the Financial Assistance
Corporation to pay the obligation.
(B) Recovery

(i) Certain principal and interest obliga-
tions

In each instance in which the Secretary
of the Treasury is required to make a pay-
ment under subparagraph (A) to the Finan-
cial Assistance Corporation as a result of a
default made by a System bank on interest
due from such System bank under sub-
section (c) of this section, on the payment
of principal or interest due under subpara-
graphs (B) and (C) of section 2278a–9(e)(3)
of this title, on the payment of principal
due under paragraph (1)(C), or on the pay-
ment of an assessment due under sub-
section (c)(5)(B) of this section, the Sec-
retary of the Treasury shall recover the
amount of the payments the Secretary
made, with respect to each defaulting
bank, from such defaulting bank. If the
Secretary has not recovered the full
amount due from the defaulting bank by
the end of the 12-month period beginning
on the date of payment by the Secretary,
the uncollected amount shall be paid to
the Secretary from the Insurance Fund es-
tablished under section 2277a–9 of this
title.
(ii) Principal of bonds issued to fund pur-

chase of preferred stock
In each instance in which the Secretary

of the Treasury is required under para-
graph (3)(B)(iii) to purchase preferred
stock issued by a System institution under
section 2278b–7(a) of this title, the Farm
Credit System Insurance Corporation shall
use funds deposited in the Insurance Fund
to repurchase, at par value, from the Sec-
retary of the Treasury such stock required
to be purchased under paragraph (3)(B)(iii)
as funds become available for such repur-
chase.
(iii) Priority

Notwithstanding any other provision of
this chapter except for section
2277a–9(c)(2)(B) of this title, during any
year in which payments are due to the
Secretary of the Treasury from the Insur-
ance Fund under clause (i), or preferred
stock held by the Secretary is due to be re-
purchased by the Insurance Fund under
clause (ii), the funds in such Fund, and all
funds deposited in such Fund during such
year, shall be used first for the purposes
specified in clauses (i) and (ii).

(e) Administration
(1) ��Retail loan volume�� defined

As used in this section, the term ‘‘retail loan
volume’’ means all loans (as defined in accord-
ance with generally accepted accounting prin-
ciples) by a System bank or association, ex-
cluding loans by such a bank or association to
another System institution.
(2) Calculation of average annual loan volumes

For purposes of this section and section
2278a–9 of this title, average annual loan vol-
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umes shall be calculated using month-end bal-
ances.
(3) Exclusion of banks undergoing liquidation

For purposes of this section and section
2278a–9 of this title, the term ‘‘bank’’ shall not
include a bank that had entered liquidation
prior to October 28, 1992.

(Pub. L. 92–181, title VI, § 6.26, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1597;
amended Pub. L. 100–399, title II, § 201(p)–(x),
Aug. 17, 1988, 102 Stat. 991, 992; Pub. L. 102–552,
title III, §§ 302–304(a), 305, 306, Oct. 28, 1992, 106
Stat. 4109–4111, 4114.)

AMENDMENTS

1992—Subsec. (c)(2)(B). Pub. L. 102–552, § 305(1)(A), (B),
substituted ‘‘banks’’ for ‘‘institutions’’ wherever ap-
pearing in heading and text.

Subsec. (c)(2)(C), (D). Pub. L. 102–552, § 305(1)(C), added
subpar. (C) and struck out former subpars. (C) and (D)
which read as follows:

‘‘(C) ALLOCATION.—During each year of the second 5-
year period, each System institution shall pay to the
Financial Assistance Corporation a proportion of the
interest due from System institutions under this para-
graph equal to—

‘‘(i) the amount of the performing loan volume of
the institution (based on the average loan volume for
the preceding year); divided by

‘‘(ii) the total performing loan volume of the Sys-
tem for the preceding year.
‘‘(D) SPECIAL RULE.—For purposes of determining the

average loan volume of Farm Credit Banks, loan vol-
ume shall consist of loans made by such banks with the
exception of loans made to associations.’’

Subsec. (c)(3), (4). Pub. L. 102–552, § 305(1)(B), sub-
stituted ‘‘banks’’ for ‘‘institutions’’.

Subsec. (c)(5). Pub. L. 102–552, § 304(a), amended par.
(5) generally, substituting present provisions for provi-
sions relating to repayments by System institutions
generally, time of payments, and terms of payments.

Subsec. (d)(1)(B). Pub. L. 102–552, § 302, amended sub-
par. (B) generally. Prior to amendment, subpar. (B)
read as follows: ‘‘Except as provided in subparagraph
(C), in order to enable the Financial Assistance Cor-
poration to repay the obligation referred to in subpara-
graph (A), each institution that issued preferred stock
under section 2278b–7(a) of this title with respect to
such obligation (or the successor thereto) shall pay to
the Financial Assistance Corporation, before the matu-
rity date of such obligation, an amount equal to the
par value of such stock outstanding for such institu-
tion.’’

Subsec. (d)(1)(C). Pub. L. 102–552, § 303, amended sub-
par. (C) generally. Prior to amendment, subpar. (C)
read as follows: ‘‘In order to enable the Financial As-
sistance Corporation to repay the obligations issued to
provide assistance under section 410(c) of the Agricul-
tural Credit Act of 1987 and section 2162(c) of this title,
or issued to provide funds to cover the expenses of the
Assistance Board under section 2278a–7(a) of this title,
each System institution shall pay to the Financial As-
sistance Corporation a proportion of such obligation
equal to—

‘‘(i) the average performing loan volume of the in-
stitution for the preceding 15 years; divided by

‘‘(ii) the average performing loan volume of all of
the System institutions for the same period.’’
Subsec. (d)(1)(D), (E). Pub. L. 102–552, § 305(2), redesig-

nated subpar. (E) as (D) and struck out former subpar.
(D) which read as follows: ‘‘(D) SPECIAL RULE.—For pur-
poses of determining the average loan volume of Farm
Credit Banks, loan volume shall consist of loans made
by such banks with the exception of loans made to as-
sociations.’’

Subsec. (d)(3)(A). Pub. L. 102–552, § 306(1)(A), inserted
heading and struck out former heading ‘‘Interest’’, in

cl. (i), inserted ‘‘on the payment of principal or interest
due under subparagraphs (B) and (C) of section
2278a–9(e)(3) of this title, on the payment of principal
due under paragraph (1)(C), or on the payment of an as-
sessment due under subsection (c)(5)(B) of this sec-
tion,’’, struck out ‘‘of the interest’’ after ‘‘the amount’’
in two places, and substituted ‘‘bank’’ for ‘‘institution’’
wherever appearing, in cl. (ii), struck out ‘‘of interest’’
after ‘‘the full amount’’, and substituted ‘‘defaulting
bank’’ for ‘‘defaulting institution’’ and ‘‘any uncol-
lected amount’’ for ‘‘such uncollected interest’’, and in
cl. (iii), substituted ‘‘allocated to other System banks
in accordance with the allocation mechanism applica-
ble under this chapter to the particular defaulted obli-
gation.’’ for ‘‘added to the amount of interest due from
remaining System institutions, under subsection (c) of
this section, and each remaining System institution,
subject to the special rule provided in subsection
(c)(2)(D) of this section, shall pay to the Trust Fund a
proportion of the uncollected interest equal to—

‘‘(I) the amount of the performing loan volume of
the institution (based on the average loan volume for
the preceding year); divided by

‘‘(II) the total performing loan volume of the Sys-
tem.’’
Subsec. (d)(3)(B). Pub. L. 102–552, § 306(1)(B), inserted

heading and struck out former heading ‘‘Principal’’.
Subsec. (d)(3)(C). Pub. L. 102–552, § 306(1)(C), sub-

stituted ‘‘banks’’ for ‘‘institutions’’ wherever appearing
in heading and text, ‘‘bank’’ for ‘‘institution’’, and
‘‘any amounts’’ for ‘‘the amount of any interest’’.

Subsec. (d)(4)(A). Pub. L. 102–552, § 306(2)(A), inserted
‘‘or section 2278a–9(e)(3)(A) of this title’’.

Subsec. (d)(4)(B)(i). Pub. L. 102–552, § 306(2)(B)(i), in-
serted heading and struck out former heading ‘‘Interest
payments’’, substituted ‘‘bank’’ for ‘‘institution’’ wher-
ever appearing, and inserted ‘‘on the payment of prin-
cipal or interest due under subparagraphs (B) and (C) of
section 2278a–9(e)(3) of this title, on the payment of
principal due under paragraph (1)(C), or on the payment
of an assessment due under subsection (c)(5)(B) of this
section,’’.

Subsec. (d)(4)(B)(ii). Pub. L. 102–552, § 306(2)(B)(ii), in-
serted heading and struck out former heading ‘‘Prin-
cipal payments’’.

Subsec. (e). Pub. L. 102–552, § 305(3), added subsec. (e).
1988—Subsec. (c)(2)(D). Pub. L. 100–399, § 201(q), sub-

stituted ‘‘Farm Credit Banks’’ for ‘‘Federal intermedi-
ate credit banks and Federal land banks’’.

Pub. L. 100–399, § 201(p), inserted ‘‘and Federal land
banks’’ after ‘‘credit banks’’ and struck out ‘‘produc-
tion credit’’ before ‘‘associations’’.

Subsec. (c)(5)(B). Pub. L. 100–399, § 201(r)(1), sub-
stituted ‘‘payments under this paragraph’’ for ‘‘interest
payments’’.

Pub. L. 100–399, § 201(r)(2), substituted ‘‘referred to in
subsection (d)(1)(E)’’ for ‘‘issued under subsection
(d)(1)(C)’’.

Subsec. (c)(5)(C)(i). Pub. L. 100–399, § 201(r)(1), sub-
stituted ‘‘payments under this paragraph’’ for ‘‘interest
payments’’.

Subsec. (d). Pub. L. 100–399, § 201(s), inserted
‘‘; defaults’’ after ‘‘principal’’ in heading.

Subsec. (d)(1)(C). Pub. L. 100–399, § 201(t), in introduc-
tory provisions substituted ‘‘issued to provide assist-
ance under section 410(c) of the Agricultural Credit Act
of 1987 and section 2162(c) of this title, or issued to pro-
vide funds to cover the expenses of the Assistance
Board under section 2278a–7(a) of this title,’’ for ‘‘re-
ferred to in section 410(c) of the Agricultural Credit Act
of 1987,’’ and ‘‘such obligation’’ for ‘‘such principal’’, in
cl. (i) substituted ‘‘institution’’ for ‘‘bank’’, and in cl.
(ii) substituted ‘‘institutions’’ for ‘‘banks’’.

Subsec. (d)(1)(D). Pub. L. 100–399, § 201(q), substituted
‘‘Farm Credit banks’’ for ‘‘Federal intermediate credit
banks and Federal land banks’’.

Pub. L. 100–399, § 201(p), inserted ‘‘and Federal land
banks’’ after ‘‘credit banks’’ and struck out ‘‘produc-
tion credit’’ before ‘‘associations’’.

Subsec. (d)(1)(E). Pub. L. 100–399, § 201(u), substituted
‘‘subparagraphs (B) and (C)’’ for ‘‘subparagraph (B)’’.
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Subsec. (d)(3)(A)(i), (iii). Pub. L. 100–399, § 201(v), sub-
stituted ‘‘subsection (c) of this section’’ for ‘‘this sub-
section’’.

Subsec. (d)(3)(B)(iii). Pub. L. 100–399, § 201(w), inserted
‘‘is prohibited from redeeming or’’ after ‘‘If such insti-
tution’’.

Subsec. (d)(4)(B)(iii). Pub. L. 100–399, § 201(x), sub-
stituted ‘‘section 2277a–9(c)(2)(B) of this title’’ for ‘‘sec-
tion 2277a–9 of this title’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by section 201(q) of Pub. L. 100–399 effec-
tive immediately after amendment made by section 401
of Pub. L. 100–233, which was effective 6 months after
Jan. 6, 1988, and amendment by section 201(p), (r)–(x) of
Pub. L. 100–399 effective as if enacted immediately after
enactment of Pub. L. 100–233, which was approved Jan.
6, 1988, see section 1001 of Pub. L. 100–399, set out as a
note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2277a–9, 2278a–9,
2278a–13, 2278b–1, 2278b–5, 2278b–7, 2278b–8, 2278b–9,
2278b–11 of this title.

§ 2278b�7. Preferred stock

(a) Issuance
(1) In general

Each System institution that is certified
under section 2278a–4 of this title may issue a
special class of preferred stock only in an
amount, and subject to such terms and condi-
tions, as authorized by the Assistance Board.
(2) Dividends

(A) In general
Except as provided in subparagraph (B),

dividends shall not be payable on stock is-
sued under this section.
(B) Exception

Stock issued under this section shall be is-
sued under such terms and conditions as to
enable the Secretary of the Treasury, with
respect to any of such stock the Secretary
purchases under section 2278b–6(d)(3)(B)(iii)
of this title, and the Farm Credit System In-
surance Corporation, with respect to any of
such stock that the Insurance Corporation
purchases or otherwise acquires under sec-
tion 2278b–6(d)(3)(B)(iii) of this title or sec-
tion 2278b–6(d)(4)(B)(ii) of this title, to estab-
lish for such stock a stated dividend rate
equal to the current market yield on out-
standing, marketable obligations of the
United States with maturities of 30 years,
plus a premium to reflect the cost of capital
for institutions in financial distress.

(3) Voting rights
A holder of stock issued under this sub-

section shall have no voting rights with re-
spect to the stock.

(b) Purchase
The Financial Assistance Corporation shall

purchase shares of stock issued by certified Sys-
tem institutions under subsection (a) of this sec-
tion to the extent that the issuance of such
stock is approved by the Assistance Board.

(Pub. L. 92–181, title VI, § 6.27, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1602;
amended Pub. L. 100–399, title II, § 201(y)–(aa),
Aug. 17, 1988, 102 Stat. 992.)

AMENDMENTS

1988—Subsec. (a)(1). Pub. L. 100–399, § 201(y), struck
out ‘‘(a) or (b)’’ after ‘‘section 2278a–4’’.

Subsec. (a)(2)(B). Pub. L. 100–399, § 201(z), substituted
‘‘Farm Credit System Insurance Corporation’’ for ‘‘Re-
serve Account Board’’ and ‘‘Insurance Corporation pur-
chases’’ for ‘‘Board purchases’’.

Subsec. (b). Pub. L. 100–399, § 201(aa), substituted
‘‘subsection (a)’’ for ‘‘subsections (a) and (b)’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2202c, 2254,
2278a–4, 2278a–5, 2278b–6 of this title.

§ 2278b�8. Payments

(a) In general
Beginning in fiscal year 1989, the Secretary of

the Treasury shall reimburse the Financial As-
sistance Corporation for any amounts such Cor-
poration pays in interest charges under section
2278b–6(c) of this title during fiscal year 1988,
and thereafter the Secretary shall pay the Fi-
nancial Assistance Corporation any amounts
due from the Secretary to such Corporation
under section 2278b–6(c) of this title.
(b) Authorization of appropriations

There is authorized to be appropriated to the
Secretary of the Treasury such sums on an an-
nual basis as may be necessary to carry out this
part.

(Pub. L. 92–181, title VI, § 6.28, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1603;
amended Pub. L. 100–399, title II, § 201(bb), Aug.
17, 1988, 102 Stat. 992; Pub. L. 102–552, title III,
§ 304(b), Oct. 28, 1992, 106 Stat. 4114.)

AMENDMENTS

1992—Subsecs. (b), (c). Pub. L. 102–552 redesignated
subsec. (c) as (b) and struck out former subsec. (b)
which read as follows:

‘‘(b) REPAYMENT OF INTEREST PAID BY SECRETARY OF
THE TREASURY.—

‘‘(1) IN GENERAL.—Any amounts paid into the As-
sistance Fund by the Secretary of the Treasury pur-
suant to subsection (a) of this section exceeding
$2,000,000,000 shall be repaid by System institutions in
accordance with a schedule to be established by the
Farm Credit Administration Board.

‘‘(2) ALLOCATION.—Until such repayment is com-
pleted, each System institution shall pay a propor-
tionate share of the amount due under paragraph (1)
equal to—

‘‘(A) the amount of the performing loan volume of
the institution, determined in accordance with sec-
tion 2278b–6(c)(2)(D) of this title (based on the aver-
age loan volume for the preceding year); divided by

‘‘(B) the total performing loan volume of the Sys-
tem for the preceding year.’’

1988—Subsec. (b)(2). Pub. L. 100–399 in introductory
provision substituted ‘‘paragraph (1) equal’’ for ‘‘this
paragraph’’ and in subpar. (A) substituted ‘‘section
2278b–6(c)(2)(D) of this title’’ for ‘‘subsection (c)(1)(D) of
this section’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.
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SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2278b–5, 2278b–6
of this title.

§ 2278b�9. One-time stock purchase

(a) Amount of stock purchase
(1) In general

Except as provided in paragraphs (2) and (3),
for the purpose of obtaining funds for the
Trust Fund, each System institution shall
purchase from the Financial Assistance Cor-
poration stock issued in accordance with sec-
tion 2278b–3 of this title in an amount equal to
the amount by which the unallocated retained
earnings of the institution (after taking into
account any funds received by the institution
under section 2278a–9(c) of this title) exceeds—

(A) in the case of a System bank, 5 percent
of assets; or

(B) in the case of a production credit asso-
ciation or a Federal land bank association,
13 percent of assets.

(2) Reallocation
The district board of a district, subject to

the unanimous consent of the bank and asso-
ciations in the district that would be affected
by the reallocation, may reallocate the
amount of stock required to be purchased by
banks and associations in the district under
paragraph (1) to equitably reflect the ability
of the banks and associations to pay, except
that—

(A) the total amount of stock purchased by
banks and associations in the district under
this paragraph shall equal the total amount
of stock required to be purchased by the
banks and associations under paragraph (1);
and

(B) the board may not impair the stock of
an association in carrying out this para-
graph; and

(C) a district board’s authority to reallo-
cate stock purchases under this paragraph
shall be limited to reallocation among like
associations of the amount of stock required
to be purchased by such associations; re-
allocation of the amount of stock required
to be purchased by production credit asso-
ciations among such associations and the
district Federal intermediate credit bank;
and reallocation of the amount of stock re-
quired to be purchased by Federal land bank
associations among such associations and
the district Federal land bank. Other re-
allocations than those enumerated above
shall not be permitted.

(3) Periodic purchases
(A) Notwithstanding any other provision of

this section, the Financial Assistance Cor-
poration shall establish a program under
which System institutions shall purchase, as
debt obligations are issued under section
2278b–6(a) of this title, stock of the Corpora-
tion in amounts described in this paragraph.

(B) The program shall provide, with respect
to each issuance of debt obligations under sec-
tion 2278b–6(a) of this title, that each System
institution originally required to purchase
stock under paragraph (1), or the successor

thereto, shall purchase Corporation stock in
an amount determined by multiplying the
amount of stock such institution was origi-
nally required to purchase under that para-
graph by a percentage equal to the percentage
which the amount of the issuance bears to
$4,000,000,000.

(C) The Financial Assistance Corporation
shall promptly rescind purchases of stock of
the Corporation made under paragraph (1) or
(2) by System institutions and refund to such
institutions, or their successors, the purchase
price for the stock, except that, with respect
to each issuance of debt obligations that oc-
curs before October 1, 1988, the Corporation
shall deduct from any refund due any System
institution, and retain, the amount payable by
such institution.

(b) Computations
For purposes of subsection (a) of this section,

the unallocated retained earnings and assets of
a System institution shall be computed in ac-
cordance with generally accepted accounting
principles on the basis of the financial state-
ment of the institution on December 31, 1986.
(c) Notice

(1) Within 15 days after the retirement of the
obligations of the Capital Corporation under
section 2278a–9 of this title—

(A) the Financial Assistance Corporation
shall notify each System institution of the
amount of stock such institution is required
to purchase under subsection (a) of this sec-
tion; or

(B) in the case of a district in which the dis-
trict board has reallocated the stock purchase
requirement in accordance with subsection
(a)(2) of this section, the district board shall
notify each System institution in the district
of the amount of stock such institution is re-
quired to purchase under subsection (a) of this
section.

(2) Not later than 15 days before each issuance
of debt obligations under section 2278b–6(a) of
this title occurring after September 30, 1988, the
Financial Assistance Corporation shall notify
each System institution required to purchase
Corporation stock under subsection (a)(3) of this
section of the amount of the stock it is required
to purchase.
(d) Institution requirements after notice

Within 15 days after a System institution is
notified of the amounts due under subsection (c)
of this section, the institution shall purchase
from the Financial Assistance Corporation the
amount of stock required to be purchased by the
institution under this section. No further stock
purchases, obligations, or assessments shall be
required beyond that provided in section 2278b–6
of this title and this section.
(e) Jurisdiction over actions

Notwithstanding any other provision of law,
the United States district court for the District
of Columbia shall have exclusive jurisdiction
over any action brought under or arising out of
this section. No suit or proceeding shall be
maintained for the recovery of any amount of
stock alleged to have been erroneously or ille-
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gally purchased, and no suit or proceeding shall
be maintained to enjoin or otherwise prevent or
impede the giving of notice or the purchase of
stock required under this section, unless the
amount of stock required to be purchased under
this section has been purchased and paid for in
full.

(Pub. L. 92–181, title VI, § 6.29, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1603;
amended Pub. L. 100–460, title VI, § 646, Oct. 1,
1988, 102 Stat. 2266.)

AMENDMENTS

1988—Subsec. (a)(1). Pub. L. 100–460, § 646(1), sub-
stituted ‘‘paragraphs (2) and (3)’’ for ‘‘paragraph (2)’’ in
introductory provisions.

Subsec. (a)(3). Pub. L. 100–460, § 646(2), added par. (3).
Subsec. (c). Pub. L. 100–460, § 646(3), (4), designated ex-

isting provisions as par. (1), redesignated former pars.
(1) and (2) as subpars. (A) and (B), respectively, and
added par. (2).

EFFECTIVE DATE OF 1988 AMENDMENTS

Pub. L. 101–220, § 7(a), Dec. 12, 1989, 103 Stat. 1881, and
Pub. L. 101–239, title I, § 1006(a), Dec. 19, 1989, 103 Stat.
2109, provided that: ‘‘Notwithstanding any other provi-
sion of law, the amendments to section 6.29 of the Farm
Credit Act of 1971 (12 U.S.C. 2278b–9) made by section 646
of the Rural Development, Agriculture, and Related
Agencies Appropriations Act, 1989 (Public Law 100–460;
102 Stat. 2266) shall be effective on October 1, 1992.’’

Section 646 of Pub. L. 100–460 provided that the
amendment made by that section is effective Oct. 1,
1989.

PAYMENTS TO FARM CREDIT SYSTEM INSTITUTIONS FOR
PURCHASES OF FINANCIAL ASSISTANCE CORPORATION
STOCK

Pub. L. 101–239, title I, § 1006(b), Dec. 19, 1989, 103 Stat.
2109, directed Financial Assistance Corporation to pay,
out of Financial Assistance Corporation Trust Fund es-
tablished under section 2278b–5(b) of this title, to each
of institutions of Farm Credit System that purchased
stock in Financial Assistance Corporation under sec-
tion 2278b–9 of this title, four annual payments, re-
quired the annual payments to be made available as
soon as practicable after October 1 of each of calendar
years 1989 through 1992, established method of calculat-
ing payments, and provided that payments be made
available to such institutions in an amount equal to
total amount of annual payments to be made available
times the ratio of the amount of stock each institution
purchased divided by $177,000,000.

Similar provisions were contained in Pub. L. 101–220,
§ 7(b), Dec. 12, 1989, 103 Stat. 1881.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2278b–5 of this
title.

§ 2278b�10. Exemption from taxation

(a) Assets
The Financial Assistance Corporation, and the

capital, reserves, and surplus thereof, and the
income derived therefrom, shall be exempt from
Federal, State, municipal, and local taxation,
except taxes on real estate held by the Financial
Assistance Corporation to the same extent, ac-
cording to its value, as other similar property
held by other persons is taxed.
(b) Obligations

The notes, bonds, debentures, and other obli-
gations issued by the Financial Assistance Cor-
poration shall be accorded the same tax treat-
ment as System-wide obligations.

(Pub. L. 92–181, title VI, § 6.30, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1604.)

§ 2278b�11. Termination

(a) Financial Assistance Corporation
The Financial Assistance Corporation and the

authority provided to such Corporation by this
part shall terminate on the complete discharge
by the Financial Assistance Corporation of its
responsibilities under section 2278a–9(e) of this
title and subsections (c) through (g) of section
2278b–6 of this title with regard to repayments
by System institutions, but in no event later
than 2 years following the maturity and full
payment of all debt obligations issued under sec-
tion 2278b–6(a) of this title.
(b) Accounts

Simultaneously with the termination of the
Financial Assistance Corporation as provided in
subsection (a) of this section, any funds in the
accounts established under section 2278b–5 of
this title shall be transferred to the Insurance
Fund established under section 2277a–9 of this
title.

(Pub. L. 92–181, title VI, § 6.31, as added Pub. L.
100–233, title II, § 201, Jan. 6, 1988, 101 Stat. 1605;
amended Pub. L. 102–552, title III, § 307(b), Oct.
28, 1992, 106 Stat. 4116.)

AMENDMENTS

1992—Subsec. (a). Pub. L. 102–552 substituted ‘‘termi-
nate on the complete discharge by the Financial Assist-
ance Corporation of its responsibilities under section
2278a–9(e) of this title and subsections (c) through (g) of
section 2278b–6 of this title with regard to repayments
by System institutions, but in no event later than 2
years following’’ for ‘‘terminate on’’.

SUBCHAPTER VII—RESTRUCTURING OF
SYSTEM INSTITUTIONS

AMENDMENTS

1988—Pub. L. 100–399, title IV, § 408(a), Aug. 17, 1988,
102 Stat. 1001, substituted ‘‘RESTRUCTURING OF’’ for
‘‘MERGERS OF’’ in subchapter heading.

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in section 2252 of this
title.

PART A—MERGER OF BANKS WITHIN A DISTRICT

§ 2279a. Power to merge

The banks within a district may merge into a
single entity (hereinafter in this subchapter re-
ferred to as a ‘‘merged bank’’) if the plan of
merger is approved by—

(1) the Farm Credit Administration Board;
(2) the respective boards of directors of the

banks involved;
(3) a majority of the stockholders of each

bank voting, in person or by proxy, at a duly
authorized stockholders’ meeting with each
association entitled to cast a number of votes
equal to the number of its voting stockhold-
ers; and

(4) in the case of a bank for cooperatives, a
majority of the total equity interests in such
merging bank for cooperatives (including allo-
cated, but not unallocated, surplus and re-
serves) held by those stockholders or subscrib-
ers to the guaranty fund of the bank voting.



Page 1329 TITLE 12—BANKS AND BANKING § 2279b

(Pub. L. 92–181, title VII, § 7.0, as added Pub. L.
100–233, title IV, § 416, Jan. 6, 1988, 101 Stat. 1645;
amended Pub. L. 100–399, title IV, § 408(b), Aug.
17, 1988, 102 Stat. 1001.)

AMENDMENTS

1988—Pub. L. 100–399 substituted ‘‘The banks’’ for
‘‘Two or more banks’’ in introductory provisions, and
in par. (3) substituted ‘‘with each association entitled
to cast a number of votes equal to the number of its
voting’’ for ‘‘in accordance with the provisions of sec-
tion 2223(c) of this title relating to the casting of votes
by’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2252, 2279b,
2279c–2 of this title.

§ 2279a�1. Board of directors

Each merged bank shall elect a board of direc-
tors of such number, for such term, in such man-
ner, and with such qualifications, as may be re-
quired in its bylaws, except that at least one
member shall be elected by the other directors,
which member shall not be a director, officer,
employee, or stockholder of a System institu-
tion.

(Pub. L. 92–181, title VII, § 7.1, as added Pub. L.
100–233, title IV, § 416, Jan. 6, 1988, 101 Stat. 1645;
amended Pub. L. 100–399, title IV, § 408(c), Aug.
17, 1988, 102 Stat. 1001.)

AMENDMENTS

1988—Pub. L. 100–399 struck out ‘‘for the district’’ in
section catchline and amended text generally, revising
and restating as a single unlettered paragraph provi-
sions of former subsecs. (a) and (b).

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

§ 2279a�2. Powers of merged banks

(a) In general
Except as otherwise provided in this sub-

chapter, a merged bank shall have all of the
powers granted to, and shall be subject to all of
the obligations imposed on, any of the constitu-
ent entities of the merged bank.
(b) Regulations

The Farm Credit Administration shall issue
regulations that establish the manner in which
the powers and obligations of the banks that
form the merged bank are consolidated, and to
the extent necessary, reconciled in the merged
bank.

(Pub. L. 92–181, title VII, § 7.2, as added Pub. L.
100–233, title IV, § 416, Jan. 6, 1988, 101 Stat. 1645.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2279f of this
title.

§ 2279a�3. Capitalization

In accordance with section 2154a of this title,
each merged bank shall provide, through bylaws

and subject to Farm Credit Administration reg-
ulations, for the capitalization of the bank and
the manner in which bank stock shall be issued,
held, transferred, and retired and bank earnings
distributed.

(Pub. L. 92–181, title VII, § 7.3, as added Pub. L.
100–399, title IV, § 408(d), Aug. 17, 1988, 102 Stat.
1001.)

PRIOR PROVISIONS

A prior section 2279a–3, Pub. L. 92–181, title VII, § 7.3,
as added Pub. L. 100–233, title IV, § 416, Jan. 6, 1988, 101
Stat. 1645, related to issuance of shares of capital
stock, prior to repeal by Pub. L. 100–399, title IV,
§ 408(d), Aug. 17, 1988, 102 Stat. 1001.

EFFECTIVE DATE

Section effective as if enacted immediately after en-
actment of Pub. L. 100–233, which was approved Jan. 6,
1988, see section 1001(a) of Pub. L. 100–399, set out as an
Effective Date of 1988 Amendment note under section
2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2279f of this
title.

§ 2279a�4. Repealed. Pub. L. 100�399, title IV,
§ 408(d), Aug. 17, 1988, 102 Stat. 1001

Section, Pub. L. 92–181, title VII, § 7.4, as added Pub.
L. 100–233, title IV, § 416, Jan. 6, 1988, 101 Stat. 1646, re-
lated to earnings, reserves, and distributions with re-
gard to merged banks. See section 2279a–3 of this title.

EFFECTIVE DATE OF REPEAL

Repeal effective as if repealing provisions had been
enacted immediately after enactment of Pub. L.
100–233, which was approved Jan. 6, 1988, see section
1001(a) of Pub. L. 100–399, set out as an Effective Date
of 1988 Amendment note under section 2002 of this title.

§ 2279a�5. Transferred

CODIFICATION

Section, Pub. L. 92–181, title VII, § 7.5, as added Pub.
L. 100–233, title IV, § 416, Jan. 6, 1988, 101 Stat. 1646,
which required reports by merged banks for coopera-
tives, was renumbered section 3.29 of title III of Pub. L.
92–181 by Pub. L. 100–399, title IV, § 408(e), Aug. 17, 1988,
102 Stat. 1001, and is classified to section 2149a of this
title.

PART B—MERGERS, TRANSFERS OF ASSETS, AND
POWERS OF ASSOCIATIONS WITHIN A DISTRICT

SUBPART 1—TRANSFERS BY FEDERAL LAND BANKS
TO FEDERAL LAND BANK ASSOCIATIONS

§ 2279b. Transfer of lending authority

(a) Voluntary transfers
A Federal land bank or a merged bank having

a Federal land bank as one of its constituents,
may transfer to a Federal land bank association,
and the association may assume, the authority
of the transferring bank in the territorial area
served by the association, to make and partici-
pate in long-term real estate mortgage loans
under this chapter if the transfer is approved
by—

(1) the Farm Credit Administration Board;
(2) the Board of Directors of both institu-

tions; and
(3) a majority of the stockholders of the

bank and of the association, in accordance
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with the voting provisions of sections 2279a
and 2279c–1 of this title, respectively.

(b) Direct loans and financial assistance
After a transfer described in subsection (a) or

(d) of this section—
(1) the Federal land bank association shall

possess all of the direct long-term real estate
mortgage loan authority, formerly possessed
by the transferring bank, in the territory
served by the association; and

(2) the bank may provide and extend finan-
cial assistance to, and discount for, or pur-
chase from, the transferee Federal land bank
association any note, draft, or other obliga-
tion with the endorsement or guarantee of the
association, the proceeds of which have been
advanced to persons eligible and for purposes
of financing by the association under sub-
section (a) of this section.

(c) Regulations
The Farm Credit Administration shall issue

regulations that establish the manner in which
the powers and obligations of the banks that
make transfers are consolidated and, to the ex-
tent necessary, reconciled in the association re-
ferred to in subsection (a) of this section.
(d) Mandatory transfer

On the merger of one or more production cred-
it associations with one or more Federal land
bank associations, the bank supervising the
Federal land bank association shall transfer all
of the direct lending authority of the bank in
the territory served by such Federal land bank
association to such merged association.

(Pub. L. 92–181, title VII, § 7.6, formerly §§ 7.6, 7.7,
as added Pub. L. 100–233, title IV, § 416, Jan. 6,
1988, 101 Stat. 1647; amended Pub. L. 100–399, title
IV, § 408(f)–(j), Aug. 17, 1988, 102 Stat. 1001, 1002.)

CODIFICATION

Pub. L. 100–399, § 408(j), transferred section 7.7 of Pub.
L. 92–181, which was classified to section 2279c of this
title, to subsec. (d) of this section.

AMENDMENTS

1988—Subsec. (a). Pub. L. 100–399, § 408(f), substituted
‘‘Voluntary transfers’’ for ‘‘Assignments’’ as subsection
heading, and in text substituted ‘‘may transfer’’ for
‘‘may assign’’, ‘‘this chapter’’ for ‘‘sections 2014
through 2017 of this title’’, and ‘‘transfer is approved’’
for ‘‘assignment is approved’’ in introductory provi-
sions, and ‘‘sections 2279a and 2279c–1 of this title, re-
spectively’’ for ‘‘sections 2279a and 2279b of this title’’
in par. (3).

Subsec. (b). Pub. L. 100–399, § 408(g), substituted ‘‘a
transfer described in subsection (a) or (d)’’ for ‘‘an as-
signment described in subsection (a)’’ in introductory
provisions and ‘‘the bank may provide’’ for ‘‘the Fed-
eral land bank may provide’’ in par. (2).

Subsec. (c). Pub. L. 100–399, § 408(h), struck out ‘‘as-
signments or’’ before ‘‘transfers are consolidated’’ and
struck out second sentence, which provided that, fol-
lowing a transfer or assignment under subsection (a) of
this section, the provisions of section 2154a of this title
were to be applicable to the association.

Subsec. (d). Pub. L. 100–399, § 408(i), (j), transferred
section 2279c of this title to subsec. (d) of this section,
substituted heading for former section heading, and
amended text generally. Prior to amendment, text read
as follows: ‘‘On the merger of one or more production
credit associations with one or more Federal land bank
associations, the bank supervising the Federal land

bank association shall transfer all of its direct lending
authority of the bank to such association under section
2279c–1 of this title.’’

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2015, 2020,
2277a–4, 2277a–8, 2277a–10, 2277a–10a, 2279c–2 of this title.

SUBPART 2—MERGER OF LIKE AND UNLIKE
ASSOCIATIONS

§ 2279c. Transferred

CODIFICATION

Section, Pub. L. 92–181, title VII, § 7.7, as added Pub.
L. 100–233, title IV, § 416, Jan. 6, 1988, 101 Stat. 1647;
amended Pub. L. 100–399, title IV, § 408(i), (j), Aug. 17,
1988, 102 Stat. 1002, which related to mergers of unlike
associations, was transferred to section 7.6(d) of Pub. L.
92–181 by section 408(j) of Pub. L. 100–399 and is classi-
fied to section 2279b(d) of this title.

§ 2279c�1. Merger of associations

(a) In general
Two or more associations within the same dis-

trict, whether or not organized under the same
subchapter of this chapter, may merge into a
single entity (hereinafter in this subchapter re-
ferred to as a ‘‘merged association’’) if the plan
of merger is approved by—

(1) the Farm Credit Administration Board;
(2) the boards of directors of the associa-

tions;
(3) a majority of the shareholders of each as-

sociation voting, in person or by proxy, at a
duly authorized stockholders’ meeting; and

(4) the Farm Credit Bank.
(b) Powers, obligations, and consolidation

(1) Powers and obligations
Except as otherwise provided by this sub-

chapter, a merged association shall—
(A) possess all powers granted under this

chapter to the associations forming the
merged association; and

(B) be subject to all of the obligations im-
posed under this chapter on the associations
forming the merged association.

(2) Consolidation
The Farm Credit Administration shall issue

regulations that establish the manner in
which the powers and obligations of the asso-
ciations that form the merged association are
consolidated and, to the extent necessary, rec-
onciled in the merged association.

(c) Stock issuance
(1) Plan of merger

Subject to section 2154a of this title, the
number of shares of capital stock issued by a
merged association to the stockholders of any
association forming such merged association,
and the rights and privileges of such shares
(including voting power, preferences on liq-
uidation, and the right to dividends), shall be
determined by the plan of merger adopted by
the merged associations.
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(2) Capitalization
In accordance with section 2154a of this title,

each merged association shall provide,
through bylaws and subject to Farm Credit
Administration regulations, for the capitaliza-
tion of the association and the manner in
which association stock shall be issued, held,
transferred, and retired, and association earn-
ings shall be distributed.

(Pub. L. 92–181, title VII, § 7.8, as added Pub. L.
100–233, title IV, § 416, Jan. 6, 1988, 101 Stat. 1647;
amended Pub. L. 100–399, title IV, § 408(k), (l),
Aug. 17, 1988, 102 Stat. 1002.)

AMENDMENTS

1988—Subsec. (b)(2). Pub. L. 100–399, § 408(k), struck
out second sentence, which directed that, following a
merger under subsection (a) of this section, the provi-
sions of section 2154a of this title were to be applicable
to the merged association.

Subsec. (c)(2). Pub. L. 100–399, § 408(l), substituted
‘‘Capitalization’’ for ‘‘Plan of capitalization’’ as par. (2)
heading and amended text generally. Prior to amend-
ment, text read as follows: ‘‘The number of shares of
capital stock, and the rights and privileges thereof, is-
sued by a merged association after a merger shall be
determined by the Board of Directors of the merged as-
sociation, with the approval of the supervising bank,
and shall be consistent with section 2154a of this title
and the regulations issued by the Farm Credit Adminis-
tration.’’

Subsec. (c)(3). Pub. L. 100–399, § 408(l), struck out par.
(3) which read as follows: ‘‘Voting stock of a merged as-
sociation shall be issued to and held by farmers, ranch-
ers, or producers or harvesters of aquatic products who
are or were, immediately prior to the merger, direct
borrowers from one of the associations forming the
merged association or the supervising bank of such
merged association.’’

Subsec. (d). Pub. L. 100–399, § 408(l), struck out subsec.
(d) which read as follows: ‘‘The plan of merger shall
provide for the issuance, transfer, and retirement of
stock and the distribution of earnings in accordance
with the provisions of section 2154a of this title.’’

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2279b, 2279c–2,
2279f–1 of this title.

SUBPART 3—RECONSIDERATION

§ 2279c�2. Reconsideration

(a) Period
A stockholder vote in favor of—

(1) the merger of districts under this chap-
ter;

(2) the merger of banks within a district
under section 2279a of this title;

(3) the transfer of the lending authority of a
Federal land bank or a merged bank having a
Federal land bank as one of its constituents,
under section 2279b of this title;

(4) the merger of two or more associations
under section 2279c–1 or 2279f–1 of this title;

(5) the termination of the status of an insti-
tution as a System institution under section
2279d of this title; or

(6) the merger of similar banks under section
2279f of this title;

shall not take effect except in accordance with
subsection (b) of this section.
(b) Reconsideration

(1) Notice
Not later than 30 days after a stockholder

vote in favor of any of the actions described in
subsection (a) of this section, the officer or
employee that records such vote shall ensure
that all stockholders of the voting entity re-
ceive notice of the final results of the vote.
(2) Effective date

A voluntary merger, transfer, or termi-
nation that is approved by a vote of the stock-
holders of two or more banks or associations
shall not take effect until the expiration of 30
days after the date on which the stockholders
of such banks or associations are notified of
the final result of the vote in accordance with
paragraph (1).
(3) Petition filed

If a petition for reconsideration of a merger,
transfer, or termination vote, signed by at
least 15 percent of the stockholders of one or
more of the affected banks or associations, is
presented to the Farm Credit Administration
within 30 days after the date of the notifica-
tion required under paragraph (1)—

(A) a voluntary merger, transfer, or termi-
nation shall not take effect until the expira-
tion of 60 days after the date on which the
stockholders were notified of the final result
of the vote; and

(B) a special meeting of the stockholders
of the affected banks or associations shall be
held during the period referred to in sub-
paragraph (A) to reconsider the vote.

(4) Vote on reconsideration
If a majority of stockholders of any one of

the affected banks or associations voting, in
person or by written proxy, at a duly author-
ized stockholders’ meeting, vote against the
proposed merger, transfer, or termination,
such action shall not take place.
(5) Failure to file petition

If a petition for reconsideration of such vote
is either not filed prior to the 60th day after
the vote or, if timely filed, is not signed by at
least 15 percent of the stockholders, the merg-
er, transfer, or termination shall become effec-
tive in accordance with the plan of merger,
transfer, or termination.

(c) Special reconsideration
(1) Issuance of regulations

Notwithstanding any other provision of this
chapter, the Farm Credit Administration shall
issue regulations under which the stockhold-
ers of any association that voluntarily merged
with one or more associations after December
23, 1985, and before January 6, 1988, may peti-
tion for the opportunity to organize as a sepa-
rate association.
(2) Requirements

The regulations issued by the Farm Credit
Administration shall require that—

(A) the petition be filed within 1 year after
the date of the implementation of such regu-
lations;
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(B) the petition be signed by at least 15
percent of the stockholders of any one of the
associations that merged during the period;

(C) the petition describe the territory in
which the proposed separate association will
operate;

(D) if the petition is approved—
(i) the loans of the members of the new

association will be transferred from the
current association to such new associa-
tion;

(ii) the stock, participation certificates,
and other similar equities of the current
association held by members of the new
association will be retired at book value
and the proceeds of such will be trans-
ferred to the new association, and an
equivalent amount of stock, participation
certificates, and other similar equities will
be issued to the members by the new asso-
ciation; and

(iii) the other assets of the current asso-
ciation will be distributed equitably
among the current association and any re-
sulting new association.

(3) Notification
(A) In general

Not later than 30 days after the filing of
the petition for organization, the current as-
sociation shall notify its stockholders that a
petition to establish the separate associa-
tion has been filed.

(B) Contents
The notification required under this para-

graph shall contain—
(i) the date of a special stockholders’

meeting to consider the petition for orga-
nization; and

(ii) an enumerated statement of the an-
ticipated benefits and the potential dis-
advantages to such stockholders if the new
association is established.

(C) FCA approval
(i) In general

All notifications under this paragraph
shall be submitted to the Farm Credit Ad-
ministration Board for approval prior to
being distributed to the stockholders.

(ii) Amending notification
The Farm Credit Administration Board

shall require that, prior to the distribution
of the notification to the stockholders, the
notification be amended as determined
necessary by the Board to provide accurate
information to the stockholders that will
enable such stockholders to make an in-
formed decision as to the advisability of
establishing a new association.

(D) Special stockholders� meeting
(i) Timing of meeting

The special stockholders’ meeting to
consider the petition shall be held within
60 days after the filing of the petition.

(ii) Approval
If, at the special stockholders’ meeting,

a majority of the stockholders of the cur-

rent association who would be served by
the new association approve, by voting in
person or by proxy, the establishment of
the separate association, the Farm Credit
Administration shall, within 30 days of
such vote, issue a charter to the new asso-
ciation and amend the charter of the cur-
rent association to reflect the territory to
be served by the new association.

(Pub. L. 92–181, title VII, § 7.9, as added Pub. L.
100–233, title IV, § 416, Jan. 6, 1988, 101 Stat. 1648;
amended Pub. L. 100–399, title IV, § 408(n), (o),
Aug. 17, 1988, 102 Stat. 1002.)

AMENDMENTS

1988—Subsec. (a)(1). Pub. L. 100–399, § 408(n)(1), sub-
stituted ‘‘this chapter’’ for ‘‘section 2252(a)(2) of this
title’’.

Subsec. (a)(4). Pub. L. 100–399, § 408(n)(5), redesignated
par. (5) as (4).

Pub. L. 100–399, § 408(n)(2), inserted reference to sec-
tion 2279f–1 of this title.

Subsec. (a)(5). Pub. L. 100–399, § 408(n)(5), redesignated
par. (6) as (5). Former par. (5) redesignated (4).

Pub. L. 100–399, § 408(n)(3), substituted ‘‘or’’ for ‘‘and’’.
Subsec. (a)(6). Pub. L. 100–399, § 408(n)(5), redesignated

par. (7) as (6). Former par. (6) redesignated (5).
Pub. L. 100–399, § 408(n)(4), substituted ‘‘section 2279f’’

for ‘‘section 2279f–1’’.
Subsec. (a)(7). Pub. L. 100–399, § 408(n)(5), redesignated

par. (7) as (6).
Subsec. (b)(2). Pub. L. 100–399, § 408(o), struck out

comma before ‘‘shall not take effect’’ and substituted
‘‘such banks or’’ for ‘‘such’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SUBPART 4—TERMINATION AND DISSOLUTION OF
INSTITUTIONS

AMENDMENTS

1988—Pub. L. 100–399, title IV, § 408(m), Aug. 17, 1988,
102 Stat. 1002, redesignated subpart 3 as 4.

§ 2279d. Termination of System institution status

(a) Conditions
A System institution may terminate the

status of the institution as a System institution
if—

(1) the institution provides written notice to
the Farm Credit Administration Board not
later than 90 days prior to the proposed termi-
nation date;

(2) the termination is approved by the Farm
Credit Administration Board;

(3) the appropriate Federal or State author-
ity grants approval to charter the institution
as a bank, savings and loan association, or
other financial institution;

(4) the institution pays to the Farm Credit
Assistance Fund, as created under section
2278b–5 of this title, if the termination is prior
to January 1, 1992, or pays to the Farm Credit
Insurance Fund, if the termination is after
such date, the amount by which the total cap-
ital of the institution exceeds, 6 percent of the
assets;

(5) the institution pays or makes adequate
provision for payment of all outstanding debt
obligations of the institution;
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(6) the termination is approved by a major-
ity of the stockholders of the institution vot-
ing, in person or by written proxy, at a duly
authorized stockholders’ meeting, held prior
to giving notice to the Farm Credit Adminis-
tration Board; and

(7) the institution meets such other condi-
tions as the Farm Credit Administration
Board by regulation considers appropriate.

(b) Effect
On termination of its status as a System insti-

tution—
(1) the Farm Credit Administration Board

shall revoke the charter of the institution; and
(2) the institution shall no longer be an in-

strumentality of the United States under this
chapter.

(Pub. L. 92–181, title VII, § 7.10, as added Pub. L.
100–233, title IV, § 416, Jan. 6, 1988, 101 Stat. 1650.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2278a–9, 2278b–6,
2279c–2 of this title.

PART C—APPROVAL OF DISCLOSURE INFORMA-
TION AND ISSUANCE OF CHARTERS BY THE
FARM CREDIT ADMINISTRATION BOARD

§ 2279e. Approval of disclosure information and
issuance of charters

(a) Disclosure of information
(1) Approval of plan

With respect to any plan of merger, transfer
of lending authority, dissolution, or termi-
nation, prior to submission to the voters (vot-
ing stockholders and, where required, contrib-
utors to guaranty funds) of the institutions in-
volved, such plan shall be submitted to the
Farm Credit Administration Board, together
with all information that is to be distributed
to the voters with respect to the contemplated
action, including an enumerated statement of
the anticipated benefits and potential dis-
advantages of such action.

(2) Notice of approval
On notification that the Farm Credit Ad-

ministration Board has approved such plan for
submission to the stockholders, or after 60
days of no action on the plan by the Board, the
submitting institutions may submit the plan,
together with the disclosure information, to
the voters for the prescribed vote.

(b) Notice of reasons for disapproval
If the Farm Credit Administration Board dis-

approves the plan for submission to the stock-
holders, notification to the submitting institu-
tions shall specify the reasons for the deter-
mination by the Board. If such plan is deter-
mined to be inadequate, it shall not be submit-
ted to the voters for a vote.

(c) Federal charter
Each plan of merger or transfer of lending au-

thority may include a proposed new or revised
Federal charter for the merged or transferee en-
tity. The Farm Credit Administration Board
shall issue such charter on the approval of the
plan, as prescribed in this subchapter, unless the

Board determines that the charter submitted is
not consistent with this chapter.

(Pub. L. 92–181, title VII, § 7.11, as added Pub. L.
100–233, title IV, § 416, Jan. 6, 1988, 101 Stat. 1651;
amended Pub. L. 100–399, title IV, § 408(p), Aug.
17, 1988, 102 Stat. 1002; Pub. L. 102–237, title V,
§ 502(n), Dec. 13, 1991, 105 Stat. 1870.)

AMENDMENTS

1991—Subsec. (a)(2). Pub. L. 102–237 substituted ‘‘60
days’’ for ‘‘30 days’’.

1988—Subsec. (a)(1). Pub. L. 100–399 substituted
‘‘transfer of lending authority’’ for ‘‘transfer or assign-
ment of lending authority’’ and ‘‘the institutions in-
volved’’ for ‘‘such institutions’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

PART D—MERGERS OF LIKE ENTITIES

§ 2279f. Merger of similar banks

(a) In general
Banks organized or operating under this chap-

ter may merge with banks in other districts op-
erating under the same subchapter if the plan of
merger is approved by—

(1) the Farm Credit Administration Board;
(2) the respective Boards of Directors of the

banks involved;
(3) a majority vote of the stockholders of

each bank voting, in person or by proxy, at a
duly authorized stockholders’ meeting, with
each association having a number of votes
equal to the number of such association’s vot-
ing stockholders; and

(4) in the case of a bank for cooperatives, a
majority of the total equity interests in such
merging bank for cooperatives (including allo-
cated, but not unallocated, surplus and re-
serves) held by those stockholders or subscrib-
ers to the guaranty fund of the bank voting.

(b) Powers and capitalization
Sections 2279a–2 and 2279a–3 of this title shall

apply to banks merged under this section.

(c) Board of directors
(1) In general

After a merger under subsection (a) of this
section, a board of directors shall be created
for the resulting bank.

(2) Composition
The board shall be composed of—

(A) two directors elected by each of the
bank boards, with at least one such director
from each bank being elected by the eligible
stockholders of, or subscribers to, the guar-
anty fund of the merging banks; and

(B) one outside director elected by the di-
rectors elected under subparagraph (A).

(3) Outside director
(A) Qualifications

The outside director elected under para-
graph (2)(B) shall be experienced in financial
services and credit, and within the 2-year pe-
riod prior to such election, shall not have
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been a borrower from, shareholder in, or di-
rector, officer, employee, or agent of any in-
stitution of the Farm Credit System.
(B) Failure to elect

If the other members of the board fail to
elect an outside director, the Farm Credit
Administration Board shall appoint a quali-
fied person to serve on the board of directors
until such member is so elected.

(4) Bylaws
Notwithstanding paragraph (2), the bylaws

of the merged bank may, with the approval of
the Farm Credit Administration, provide for a
different number of directors to be selected in
a different manner, except that the bylaws
shall provide for at least one outside director.

(Pub. L. 92–181, title VII, § 7.12, as added Pub. L.
100–233, title IV, § 416, Jan. 6, 1988, 101 Stat. 1652;
amended Pub. L. 100–399, title IV, § 408(q), (r),
Aug. 17, 1988, 102 Stat. 1002, 1003.)

AMENDMENTS

1988—Subsec. (b). Pub. L. 100–399, § 408(q), substituted
‘‘Powers and capitalization’’ for ‘‘Procedures’’ in head-
ing and, in amending text generally, substituted ‘‘Sec-
tions 2279a–2 and 2279a–3 of this title’’ for ‘‘The provi-
sions of sections 2279a–2 through 2279a–4 of this title’’.

Subsec. (c)(2)(B). Pub. L. 100–399, § 408(r), substituted
‘‘directors’’ for ‘‘members’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2279c–2 of this
title.

§ 2279f�1. Merger of similar associations

(a) In general
Associations may voluntarily merge with

other like associations if the plan of merger is
approved by—

(1) the Farm Credit Administration Board;
(2) the respective Boards of Directors of the

associations involved;
(3) a majority vote of the stockholders of

each association voting, in person or by proxy,
at a duly authorized stockholders’ meeting;
and

(4) the Farm Credit Banks involved.
(b) Procedures

The provisions of subsections (b) and (c) of sec-
tion 2279c–1 of this title shall apply to associa-
tions merged under this section.

(Pub. L. 92–181, title VII, § 7.13, as added Pub. L.
100–233, title IV, § 416, Jan. 6, 1988, 101 Stat. 1653;
amended Pub. L. 100–399, title IV, § 408(s), (t),
Aug. 17, 1988, 102 Stat. 1003.)

AMENDMENTS

1988—Subsec. (a)(4). Pub. L. 100–399, § 408(s), sub-
stituted ‘‘the Farm Credit Banks involved’’ for ‘‘the
Farm Credit Bank’’.

Subsec. (b). Pub. L. 100–399, § 408(t), substituted ‘‘sub-
sections (b) and (c)’’ for ‘‘subsections (b), (c), and (d)’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which

was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2279c–2 of this
title.

PART E—TAXATION OF MERGER TRANSACTIONS

§ 2279g. Transactions to accomplish mergers ex-
empt from certain State taxes

No State or political subdivision thereof may
treat the merger or consolidation of two or more
institutions of the Farm Credit System under
this subchapter or title IV of the Agricultural
Credit Act of 1987 as resulting in a change of
ownership of any property owned by any of such
merging or consolidating institutions, for pur-
poses of any law of such State or political sub-
division providing for reassessment of property
on the occurrence of a change of ownership or
imposing a tax on the ownership or transfer of
property.

(Pub. L. 92–181, title VII, § 7.14, as added Pub. L.
100–399, title IV, § 408(u), Aug. 17, 1988, 102 Stat.
1003.)

REFERENCES IN TEXT

The Agricultural Credit Act of 1987, referred to in
text, is Pub. L. 100–233, Jan. 6, 1988, 101 Stat. 1568, as
amended. Title IV of that Act amended this chapter.
For complete classification of this Act to the Code see
Short Title of 1988 Amendment note set out under sec-
tion 2001 of this title and Tables.

EFFECTIVE DATE

Section effective as if enacted immediately after en-
actment of Pub. L. 100–233, which was approved Jan. 6,
1988, see section 1001(a) of Pub. L. 100–399, set out as an
Effective Date of 1988 Amendment note under section
2002 of this title.

SUBCHAPTER VIII—AGRICULTURAL
MORTGAGE SECONDARY MARKET

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 2013, 2073,
2093, 2154a, 2250 of this title.

§ 2279aa. Definitions

For purposes of this subchapter:
(1) Agricultural real estate

The term ‘‘agricultural real estate’’ means—
(A) a parcel or parcels of land, or a build-

ing or structure affixed to the parcel or par-
cels, that—

(i) is used for the production of one or
more agricultural commodities or prod-
ucts; and

(ii) consists of a minimum acreage or is
used in producing minimum annual re-
ceipts, as determined by the Corporation;
or

(B) a principal residence that is a single
family, moderate-priced residential dwelling
located in a rural area, excluding—

(i) any community having a population
in excess of 2,500 inhabitants; and

(ii) any dwelling, excluding the land to
which the dwelling is affixed, with a value
exceeding $100,000 (as adjusted for infla-
tion).
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(2) Board
The term ‘‘Board’’ means—

(A) the interim board of directors estab-
lished in section 2279aa–2(a) of this title; and

(B) the permanent board of directors es-
tablished in section 2279aa–2(b) of this title;

as the case may be.

(3) Certified facility
The term ‘‘certified facility’’ means—

(A) an agricultural mortgage marketing
facility that is certified under section
2279aa–5 of this title; or

(B) the Corporation and any affiliate
thereof.

(4) Corporation
The term ‘‘Corporation’’ means the Federal

Agricultural Mortgage Corporation estab-
lished in section 2279aa–1 of this title.

(5) Guarantee
The term ‘‘guarantee’’ means the guarantee

of timely payment of the principal and inter-
est on securities representing interests in, or
obligations backed by, pools of qualified loans,
in accordance with this subchapter.

(6) Interim board
The term ‘‘interim board’’ means the in-

terim board of directors established in section
2279aa–2(a) of this title.

(7) Originator
The term ‘‘originator’’ means any Farm

Credit System institution, bank, insurance
company, business and industrial development
company, savings and loan association, asso-
ciation of agricultural producers, agricultural
cooperative, commercial finance company,
trust company, credit union, or other entity
that originates and services agricultural mort-
gage loans.

(8) Permanent board
The term ‘‘permanent board’’ means the per-

manent board of directors established in sec-
tion 2279aa–2(b) of this title.

(9) Qualified loan
The term ‘‘qualified loan’’ means an obliga-

tion—
(A)(i) that is secured by a fee-simple or

leasehold mortgage with status as a first
lien, on agricultural real estate located in
the United States that is not subject to any
legal or equitable claims deriving from a
preceding fee-simple or leasehold mortgage;

(ii) of—
(I) a citizen or national of the United

States or an alien lawfully admitted for
permanent residence in the United States;
or

(II) a private corporation or partnership
whose members, stockholders, or partners
holding a majority interest in the corpora-
tion or partnership are individuals de-
scribed in subclause (I); and

(iii) of a person, corporation, or partner-
ship that has training or farming experience
that, under criteria established by the Cor-
poration, is sufficient to ensure a reasonable

likelihood that the loan will be repaid ac-
cording to its terms; or

(B) that is the portion of a loan guaranteed
by the Secretary of Agriculture pursuant to
the Consolidated Farm and Rural Develop-
ment Act (7 U.S.C. 1921 et seq.), except
that—

(i) subsections (b) through (d) of section
2279aa–6 of this title, and sections 2279aa–8
and 2279aa–9 of this title, shall not apply
to the portion of a loan guaranteed by the
Secretary or to an obligation, pool, or se-
curity representing an interest in or obli-
gation backed by a pool of obligations re-
lating to the portion of a loan guaranteed
by the Secretary; and

(ii) the portion of a loan guaranteed by
the Secretary shall be considered to meet
all standards for qualified loans for all
purposes under this chapter.

(10) State
The term ‘‘State’’ has the meaning given

such term in section 2277a of this title.

(Pub. L. 92–181, title VIII, § 8.0, as added Pub. L.
100–233, title VII, § 702, Jan. 6, 1988, 101 Stat. 1686;
amended Pub. L. 100–399, title VI, § 601(a), Aug.
17, 1988, 102 Stat. 1005; Pub. L. 101–624, title
XVIII, § 1839, Nov. 28, 1990, 104 Stat. 3834; Pub. L.
104–105, title I, §§ 101, 102, 108(c)(1), 109(b)(1), Feb.
10, 1996, 110 Stat. 163–165.)

REFERENCES IN TEXT

The Consolidated Farm and Rural Development Act,
referred to in par. (9)(B), is title III of Pub. L. 87–128,
Aug. 8, 1961, 75 Stat. 307, as amended, which is classified
principally to chapter 50 (§ 1921 et seq.) of Title 7, Agri-
culture. For complete classification of this Act to the
Code, see Short Title note set out under section 1921 of
Title 7 and Tables.

AMENDMENTS

1996—Par. (1)(B)(ii). Pub. L. 104–105, § 101, substituted
‘‘, excluding the land to which the dwelling is affixed,
with a value’’ for ‘‘with a purchase price’’.

Par. (3)(A). Pub. L. 104–105, § 102(1), substituted ‘‘an
agricultural mortgage marketing’’ for ‘‘a secondary
marketing agricultural loan’’.

Par. (3)(B). Pub. L. 104–105, § 102(2), struck out ‘‘, but
only with respect to qualified loans described in para-
graph (9)(B)’’ after ‘‘thereof’’.

Par. (9)(B)(i). Pub. L. 104–105, §§ 108(c)(1), 109(b)(1), sub-
stituted ‘‘(d)’’ for ‘‘(f)’’ and ‘‘2279aa–8’’ for ‘‘2279aa–7,
2279aa–8,’’.

1990—Par. (3). Pub. L. 101–624, § 1839(a), amended par.
(3) generally. Prior to amendment, par. (3) read as fol-
lows: ‘‘The term ‘certified facility’ means a secondary
marketing agricultural loan facility that is certified
under section 2279aa–5 of this title.’’

Par. (9). Pub. L. 101–624, § 1839(b), amended par. (9)
generally. Prior to amendment, par. (9) read as follows:
‘‘The term ‘qualified loan’ means an obligation that—

‘‘(A) is secured by a fee-simple or leasehold mort-
gage with status as a first lien on agricultural real
estate located in the United States that is not sub-
ject to any legal or equitable claims deriving from a
preceding fee-simple or leasehold mortgage;

‘‘(B) is an obligation of—
‘‘(i) a citizen or national of the United States or

an alien lawfully admitted for permanent residence
in the United States; or

‘‘(ii) a private corporation or partnership whose
members, stockholders, or partners holding a ma-
jority interest in the corporation or partnership are
individuals described in clause (i); and
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‘‘(C) is an obligation of a person, corporation, or
partnership that has training or farming experience
that, under criteria established by the Corporation, is
sufficient to ensure a reasonable likelihood that the
loan will be repaid according to its terms.’’

1988—Par. (9)(B)(ii). Pub. L. 100–399 substituted ‘‘hold-
ing’’ for ‘‘hold’’ and struck out ‘‘and’’ before ‘‘are’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

STATEMENT OF PURPOSE

Section 701 of subtitle A (§§ 701–705) of title VII of
Pub. L. 100–233 provided that: ‘‘It is the purpose of this
subtitle [enacting this subchapter, amending sections
2012, 2033, 2072, and 2093 of this title and section 9105 of
Title 31, Money and Finance, and enacting provisions
set out as a note below]—

‘‘(1) to establish a corporation chartered by the
Federal Government;

‘‘(2) to authorize the certification of agricultural
mortgage marketing facilities by the corporation;

‘‘(3) to provide for a secondary marketing arrange-
ment for agricultural real estate mortgages that
meet the underwriting standards of the corporation—

‘‘(A) to increase the availability of long-term
credit to farmers and ranchers at stable interest
rates;

‘‘(B) to provide greater liquidity and lending ca-
pacity in extending credit to farmers and ranchers;
and

‘‘(C) to provide an arrangement for new lending to
facilitate capital market investments in providing
long-term agricultural funding, including funds at
fixed rates of interest; and

‘‘(4) to enhance the ability of individuals in small
rural communities to obtain financing for moderate-
priced homes.’’

GAO STUDIES

Section 704 of subtitle A (§§ 701–705) of title VII of
Pub. L. 100–233, as amended by Pub. L. 100–399, title VI,
§ 603, Aug. 17, 1988, 102 Stat. 1006, directed Comptroller
General of United States to conduct studies of (1) im-
plementation of amendments made by subtitle A of
title VII of Pub. L. 100–233 (which enacted this sub-
chapter and amended sections 2012, 2033, 2072, and 2093
of this title and section 9105 of Title 31, Money and Fi-
nance) by Federal Agricultural Mortgage Corporation
and effect of operations of Corporation on producers,
Farm Credit System, and other lenders, and capital
markets, (2) feasibility and appropriateness of promot-
ing establishment of a secondary market for securities
representing interests in, or obligations backed by,
pools of agricultural real estate loans for which a guar-
antee had not been provided by Federal Agricultural
Mortgage Corporation, and (3) feasibility of expanding
authority granted under amendments made by such
subtitle A to authorize sale of securities based on or
backed by a trust or pool consisting of loans made to
farm-related and rural small businesses, and required,
not later than Jan. 6, 1990, Comptroller General to
transmit to Congress a report on the studies, including
therein such recommendations for administrative ac-
tion and legislation as might be appropriate.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2219d, 2279aa–6,
2279aa–11 of this title.

PART A—ESTABLISHMENT AND ACTIVITIES OF
FEDERAL AGRICULTURAL MORTGAGE CORPORA-
TION

§ 2279aa�1. Federal Agricultural Mortgage Cor-
poration

(a) Establishment
(1) In general

There is hereby established a corporation to
be known as the Federal Agricultural Mort-
gage Corporation, which shall be a federally
chartered instrumentality of the United
States.

(2) Institution within Farm Credit System
The Corporation shall be an institution of

the Farm Credit System.

(3) Liability
(A) Corporation

The Corporation shall not be liable for any
debt or obligation of any other institution of
the Farm Credit System.

(B) System institutions
The Farm Credit System and System in-

stitutions (other than the Corporation) shall
not be liable for any debt or obligation of
the Corporation.

(b) Duties
The Corporation shall—

(1) in consultation with originators, develop
uniform underwriting, security appraisal, and
repayment standards for qualified loans;

(2) determine the eligibility of agricultural
mortgage marketing facilities to contract
with the Corporation for the provision of guar-
antees for specific mortgage pools;

(3) provide guarantees for the timely repay-
ment of principal and interest on securities
representing interests in, or obligations
backed by, pools of qualified loans; and

(4) purchase qualified loans and issue securi-
ties representing interests in, or obligations
backed by, the qualified loans, guaranteed for
the timely repayment of principal and inter-
est.

(Pub. L. 92–181, title VIII, § 8.1, as added Pub. L.
100–233, title VII, § 702, Jan. 6, 1988, 101 Stat. 1687;
amended Pub. L. 104–105, title I, § 103, Feb. 10,
1996, 110 Stat. 163.)

AMENDMENTS

1996—Subsec. (b)(4). Pub. L. 104–105 added par. (4).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2279aa of this
title.

§ 2279aa�2. Board of directors

(a) Interim board
(1) Number and appointment

Until the permanent board of directors es-
tablished in subsection (b) of this section first
meets with a quorum of its members present,
the Corporation shall be under the manage-
ment of an interim board of directors com-
posed of 9 members appointed by the President
within 90 days after January 6, 1988, as follows:
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(A) 3 members appointed from among per-
sons who are representatives of banks, other
financial institutions or entities, and insur-
ance companies.

(B) 3 members appointed from among per-
sons who are representatives of the Farm
Credit System institutions.

(C) 2 members appointed from among per-
sons who are farmers or ranchers who are
not serving, and have not served, as direc-
tors or officers of any financial institution
or entity, of which not more than 1 may be
a stockholder of any Farm Credit System in-
stitution.

(D) 1 member appointed from among per-
sons who represent the interests of the gen-
eral public and are not serving, and have not
served, as directors or officers of any finan-
cial institution or entity.

(2) Political affiliation
Not more than 5 members of the interim

board shall be of the same political party.

(3) Vacancy
A vacancy in the interim board shall be

filled in the manner in which the original ap-
pointment was made.

(4) Continuation of membership
If—

(A) any member of the interim board who
was appointed to such board from among
persons who are representatives of banks,
other financial institutions or entities, in-
surance companies, or Farm Credit System
institutions ceases to be such a representa-
tive; or

(B) any member who was appointed from
among persons who are not or have not been
directors or officers of any financial institu-
tion or entity becomes a director or an offi-
cer of any financial institution or entity;

such member may continue as a member for
not longer than the 45-day period beginning on
the date such member ceases to be such a rep-
resentative or becomes such a director or offi-
cer, as the case may be.

(5) Terms
The members of the interim board shall be

appointed for the life of such board.

(6) Quorum
5 members of the interim board shall con-

stitute a quorum.

(7) Chairperson
The President shall designate 1 of the mem-

bers of the interim board as the chairperson of
the interim board.

(8) Meetings
The interim board shall meet at the call of

the chairperson or a majority of its members.

(9) Voting common stock
(A) Initial offering

Upon the appointment of sufficient mem-
bers of the interim board to convene a meet-
ing with a quorum present, the interim
board shall arrange for an initial offering of
common stock and shall take whatever

other actions are necessary to proceed with
the operations of the Corporation.
(B) Purchasers

Subject to subparagraph (C), the voting
common stock shall be offered to banks,
other financial entities, insurance compa-
nies, and System institutions under such
terms and conditions as the interim board
may adopt.
(C) Distribution

The voting stock shall be fairly and broad-
ly offered to ensure that no institution or in-
stitutions acquire a disproportionate
amount of the total amount of voting com-
mon stock outstanding of a class and that
capital contributions and issuances of voting
common stock for the contributions are fair-
ly distributed between entities eligible to
hold class A and class B stock, as provided
under section 2279aa–4 of this title.

(10) Termination
The interim board shall terminate when the

permanent board of directors established in
subsection (b) of this section first meets with
a quorum present.

(b) Permanent board
(1) Establishment

Immediately after the date that banks,
other financial institutions or entities, insur-
ance companies, and System institutions have
subscribed and fully paid for at least $20,000,000
of common stock of the Corporation, the Cor-
poration shall arrange for the election and ap-
pointment of a permanent board of directors.
After the termination of the interim board,
the Corporation shall be under the manage-
ment of the permanent board.
(2) Composition

The permanent board shall consist of 15
members, of which—

(A) 5 members shall be elected by holders
of common stock that are insurance compa-
nies, banks, or other financial institutions
or entities;

(B) 5 members shall be elected by holders
of common stock that are Farm Credit Sys-
tem institutions; and

(C) 5 members shall be appointed by the
President, by and with the advice and con-
sent of the Senate—

(i) which members shall not be, or have
been, officers or directors of any financial
institutions or entities;

(ii) which members shall be representa-
tives of the general public;

(iii) of which members not more than 3
shall be members of the same political
party; and

(iv) of which members at least 2 shall be
experienced in farming or ranching.

(3) Presidential appointees
The President shall appoint the members of

the permanent board referred to in paragraph
(2)(C) not later than the later of—

(A) the date referred to in paragraph (1); or
(B) the expiration of the 270-day period be-

ginning on January 6, 1988.
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(4) Vacancy

(A) Elected members
Subject to paragraph (6), a vacancy among

the members elected to the permanent board
in the manner described in subparagraph (A)
or (B) of paragraph (2) shall be filled by the
permanent board from among persons eligi-
ble for election to the position for which the
vacancy exists.

(B) Appointed members
A vacancy among the members appointed

to the permanent board under paragraph
(2)(C) shall be filled in the manner in which
the original appointment was made.

(5) Continuation of membership
If—

(A) any member of the permanent board
who was appointed or elected to the perma-
nent board from among persons who are rep-
resentatives of banks, other financial insti-
tutions or entities, insurance companies, or
Farm Credit System institutions ceases to
be such a representative; or

(B) any member who was appointed from
persons who are not or have not been direc-
tors or officers of any financial institution
or entity becomes a director or an officer of
any financial institution or entity;

such member may continue as a member for
not longer than the 45-day period beginning on
the date such member ceases to be such a rep-
resentative, officer, or employee or becomes
such a director or officer, as the case may be.

(6) Terms

(A) Appointed members
The members appointed by the President

shall serve at the pleasure of the President.

(B) Elected members
The members elected under subparagraphs

(A) and (B) of subsection (b)(2) of this sec-
tion shall each be elected annually for a
term ending on the date of the next annual
meeting of the common stockholders of the
Corporation and shall serve until their suc-
cessors are elected and qualified. Any seat
on the permanent board that becomes va-
cant after the annual election of the direc-
tors shall be filled by the members of the
permanent board from the same category of
directors, but only for the unexpired portion
of the term.

(C) Vacancy appointment
Any member appointed to fill a vacancy

occurring before the expiration of the term
for which the predecessor of the member was
appointed shall be appointed only for the re-
mainder of such term.

(D) Service after expiration of term
A member may serve after the expiration

of the term of the member until the succes-
sor of the member has taken office.

(7) Quorum
8 members of the permanent board shall con-

stitute a quorum.

(8) No additional pay for Federal officers or
employees

Members of the permanent board who are
fulltime officers or employees of the United
States shall receive no additional pay by rea-
son of service on the permanent board.
(9) Chairperson

The President shall designate 1 of the mem-
bers of the permanent board who are ap-
pointed by the President as the chairperson of
the permanent board.
(10) Meetings

The permanent board shall meet at the call
of the chairperson or a majority of its mem-
bers.

(c) Officers and staff
The Board may appoint, employ, fix the pay

of, and provide other allowances and benefits for
such officers and employees of the Corporation
as the Board determines to be appropriate.

(Pub. L. 92–181, title VIII, § 8.2, as added Pub. L.
100–233, title VII, § 702, Jan. 6, 1988, 101 Stat. 1688;
amended Pub. L. 100–399, title VI, § 601(b), Aug.
17, 1988, 102 Stat. 1005.)

AMENDMENTS

1988—Subsecs. (a)(1), (b)(3)(B). Pub. L. 100–399 sub-
stituted ‘‘date of the enactment’’ for ‘‘effective date’’,
both of which for purposes of codification were trans-
lated as ‘‘January 6, 1988,’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2279aa, 2279aa–4
of this title.

§ 2279aa�3. Powers and duties of Corporation
and Board

(a) Guarantees
After the Board has been duly constituted,

subject to the other provisions of this sub-
chapter and other commitments and require-
ments established pursuant to law, the Corpora-
tion may provide guarantees on terms and con-
ditions determined by the Corporation of securi-
ties issued on the security of, or in participation
in, pooled interests in qualified loans.
(b) Duties of Board

(1) In general
The Board shall—

(A) determine the general policies that
shall govern the operations of the Corpora-
tion;

(B) select, appoint, and determine the
compensation of qualified persons to fill
such offices as may be provided for in the
bylaws of the Corporation; and

(C) assign to such persons such executive
functions, powers, and duties as may be pre-
scribed by the bylaws of the Corporation or
by the Board.

(2) Executive officers and functions
The persons elected or appointed under para-

graph (1)(B) shall be the executive officers of
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the Corporation and shall discharge the execu-
tive functions, powers, and duties of the Cor-
poration.

(c) Powers of Corporation
The Corporation shall be a body corporate and

shall have the following powers:
(1) To operate under the direction of its

Board.
(2) To issue stock in the manner provided in

section 2279aa–4 of this title.
(3) To adopt, alter, and use a corporate seal,

which shall be judicially noted.
(4) To provide for a president, 1 or more vice

presidents, secretary, treasurer, and such
other officers, employees, and agents, as may
be necessary, define their duties and com-
pensation levels, all without regard to title 5,
and require surety bonds or make other provi-
sions against losses occasioned by acts of such
persons.

(5) To provide guarantees in the manner pro-
vided under section 2279aa–6 of this title.

(6) To have succession until dissolved by a
law enacted by the Congress.

(7) To prescribe bylaws, through the Board,
not inconsistent with law, that shall provide
for—

(A) the classes of the stock of the Corpora-
tion; and

(B) the manner in which—
(i) the stock shall be issued, transferred,

and retired;
(ii) the officers, employees, and agents of

the Corporation are selected;
(iii) the property of the Corporation is

acquired, held, and transferred;
(iv) the commitments and other finan-

cial assistance of the Corporation are
made;

(v) the general business of the Corpora-
tion is conducted; and

(vi) the privileges granted by law to the
Corporation are exercised and enjoyed;

(8) To prescribe such standards as may be
necessary to carry out this subchapter.

(9) To enter into contracts and make pay-
ments with respect to the contracts.

(10) To sue and be sued in its corporate ca-
pacity and to complain and defend in any ac-
tion brought by or against the Corporation in
any State or Federal court of competent juris-
diction.

(11) To make and perform contracts, agree-
ments, and commitments with persons and en-
tities both inside and outside of the Farm
Credit System.

(12) To acquire, hold, lease, mortgage or dis-
pose of, at public or private sale, real and per-
sonal property, purchase or sell any securities
or obligations, and otherwise exercise all the
usual incidents of ownership of property nec-
essary and convenient to the business of the
Corporation.

(13) To purchase, hold, sell, or assign a quali-
fied loan, to issue a guaranteed security, rep-
resenting an interest in, or an obligation
backed by, the qualified loan, and to perform
all the functions and responsibilities of an ag-
ricultural mortgage marketing facility oper-
ating as a certified facility under this sub-
chapter.

(14) To establish, acquire, and maintain af-
filiates (as such term is defined in section
2279aa–11(e) of this title) under applicable
State laws to carry out any activities that
otherwise would be performed directly by the
Corporation under this subchapter.

(15) To exercise such other incidental powers
as are necessary to carry out the powers, du-
ties, and functions of the Corporation in ac-
cordance with this subchapter.

(d) Federal Reserve banks as depositaries and
fiscal agents

The Federal Reserve banks shall act as deposi-
tories for, and as fiscal agents or custodians of,
the Corporation.
(e) Access to book-entry system

The Corporation shall have access to the book-
entry system of the Federal Reserve System.

(Pub. L. 92–181, title VIII, § 8.3, as added Pub. L.
100–233, title VII, § 702, Jan. 6, 1988, 101 Stat. 1691;
amended Pub. L. 100–399, title VI, § 601(c), Aug.
17, 1988, 102 Stat. 1005; Pub. L. 102–237, title V,
§ 503(c), Dec. 13, 1991, 105 Stat. 1877; Pub. L.
102–552, title III, § 308(b)(1), Oct. 28, 1992, 106 Stat.
4116; Pub. L. 104–105, title I, §§ 104, 105, Feb. 10,
1996, 110 Stat. 163.)

AMENDMENTS

1996—Subsec. (c)(13) to (15). Pub. L. 104–105, § 104,
added par. (13) and redesignated former pars. (13) and
(14) as (14) and (15), respectively.

Subsec. (d). Pub. L. 104–105, § 105(1), which directed
the amendment of subsec. (d) by substituting ‘‘shall act
as depositories for, and’’ for ‘‘may act as depositories
for, or’’, was executed by making the substitution for
‘‘may act as depositaries for, or’’ to reflect the probable
intent of Congress.

Subsec. (e). Pub. L. 104–105, § 105(2), substituted ‘‘Cor-
poration shall have access to’’ for ‘‘Secretary of the
Treasury may authorize the Corporation to use’’.

1992—Subsec. (c)(13). Pub. L. 102–552 substituted
‘‘2279aa–11(e)’’ for ‘‘2279aa–11(g)’’.

1991—Subsec. (c)(13), (14). Pub. L. 102–237 added par.
(13) and redesignated former par. (13) as (14).

1988—Subsec. (c)(4). Pub. L. 100–399 substituted ‘‘such
persons’’ for ‘‘the persons’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2279bb–2,
2279bb–7 of this title.

§ 2279aa�4. Stock issuance

(a) Voting common stock
(1) Issue

The Corporation shall issue voting common
stock having such par value as may be fixed
by the Board from time to time. Each share of
voting common stock shall be entitled to one
vote with rights of cumulative voting at all
elections of directors. Voting shall be by class-
es as described in section 2279aa–2(a)(9) of this
title. The stock shall be divided into two
classes with the same par value per share.
Class A stock may be held only by entities
that are not Farm Credit System institutions
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and that are entitled to vote for directors
specified in section 2279aa–2(b)(2)(A) of this
title, including national banking associations
(which shall be allowed to purchase and hold
such stock). Class B stock may be held only by
Farm Credit System institutions that are en-
titled to vote for directors specified in section
2279aa–2(b)(2)(B) of this title.

(2) Limitation on issue
After the date the permanent board first

meets with a quorum of its members present,
voting common stock of the Corporation may
be issued only to originators and certified fa-
cilities.

(3) Authority of Board to establish terms and
procedures

The Board shall adopt such terms, condi-
tions, and procedures with regard to the issue
of stock under this section as may be nec-
essary, including the establishment of a maxi-
mum amount limitation on the number of
shares of voting common stock that may be
outstanding at any time.

(4) Transferability
Subject to such limitations as the Board

may impose, any share of any class of voting
common stock issued under this section shall
be transferable among the institutions or enti-
ties to which shares of such class of common
stock may be offered under paragraph (1), ex-
cept that, as to the Corporation, such shares
shall be transferable only on the books of the
Corporation.

(5) Maximum number of shares
No stockholder, other than a holder of class

B stock, may own, directly or indirectly, more
than 33 percent of the outstanding shares of
such class of the voting common stock of the
Corporation.

(b) Required capital contributions
(1) In general

The Corporation may require each origina-
tor and each certified facility to make, or
commit to make, such nonrefundable capital
contributions to the Corporation as are rea-
sonable and necessary to meet the administra-
tive expenses of the Corporation.

(2) Stock issued as consideration for contribu-
tion

The Corporation, from time to time, shall
issue to each originator or certified facility
voting common stock evidencing any capital
contributions made pursuant to this sub-
section.

(c) Dividends
(1) In general

Such dividends as may be declared by the
Board, in the discretion of the Board, shall be
paid by the Corporation to the holders of the
voting common stock of the Corporation pro
rata based on the total number of shares of
both classes of stock outstanding.

(2) Reserves requirement
No dividend may be declared or paid by the

Board under this section unless the Board de-

termines that adequate provision has been
made for the reserve required under section
2279aa–10(c)(1) of this title.
(3) Dividends prohibited while obligations are

outstanding
No dividend may be declared or paid by the

Board under this section while any obligation
issued by the Corporation to the Secretary of
the Treasury under section 2279aa–13 of this
title remains outstanding.

(d) Nonvoting common stock
The Corporation is authorized to issue non-

voting common stock having such par value as
may be fixed by the Board from time to time.
Such nonvoting common stock shall be freely
transferable, except that, as to the Corporation,
such stock shall be transferable only on the
books of the Corporation. Such dividends as may
be declared by the Board, in the discretion of
the Board, may be paid by the Corporation to
the holders of the nonvoting common stock of
the Corporation, subject to paragraphs (2) and
(3) of subsection (c) of this section.
(e) Preferred stock

(1) Authority of Board
The Corporation is authorized to issue non-

voting preferred stock having such par value
as may be fixed by the Board from time to
time. Such preferred stock issued shall be free-
ly transferable, except that, as to the Corpora-
tion, such stock shall be transferred only on
the books of the Corporation.
(2) Rights of preferred stock

Subject to paragraphs (2) and (3) of sub-
section (c) of this section, the holders of the
preferred stock shall be entitled to such rate
of cumulative dividends, and such holders
shall be subject to such redemption or other
conversion provisions, as may be provided for
at the time of issuance. No dividends shall be
payable on any share of common stock at any
time when any dividend is due on any share of
preferred stock and has not been paid.
(3) Preference on termination of business

In the event of any liquidation, dissolution,
or winding up of the business of the Corpora-
tion, the holders of the preferred shares of
stock shall be paid in full at the par value
thereof, plus all accrued dividends, before the
holders of the common shares receive any pay-
ment.

(Pub. L. 92–181, title VIII, § 8.4, as added Pub. L.
100–233, title VII, § 702, Jan. 6, 1988, 101 Stat. 1692;
amended Pub. L. 100–399, title VI, § 601(d), (e),
Aug. 17, 1988, 102 Stat. 1005.)

AMENDMENTS

1988—Subsec. (a)(1). Pub. L. 100–399, § 601(d), in penul-
timate sentence, inserted ‘‘and’’ after ‘‘institutions’’
and inserted ‘‘, including national banking associations
(which shall be allowed to purchase and hold such
stock)’’ before period at end.

Subsec. (e)(1). Pub. L. 100–399, § 601(e), substituted
‘‘books of the Corporation’’ for ‘‘books of the Associa-
tion’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
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was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2279aa–2,
2279aa–3, 2279bb–7 of this title.

§ 2279aa�5. Certification of agricultural mortgage
marketing facilities

(a) Eligibility standards
(1) Establishment required

Within 120 days after the date on which the
permanent board first meets with a quorum
present, the Corporation shall issue standards
for the certification of agricultural mortgage
marketing facilities (other than the Corpora-
tion), including eligibility standards in ac-
cordance with paragraph (2).
(2) Minimum requirements

To be eligible to be certified under the
standards referred to in paragraph (1), an agri-
cultural mortgage marketing facility (other
than the Corporation) shall—

(A) be an institution of the Farm Credit
System or a corporation, association, or
trust organized under the laws of the United
States or of any State;

(B) meet or exceed capital standards estab-
lished by the Board;

(C) have as one of the purposes of the facil-
ity, the sale or resale of securities represent-
ing interests in, or obligations backed by,
pools of qualified loans that have been pro-
vided guarantees by the Corporation;

(D) demonstrate managerial ability with
respect to agricultural mortgage loan under-
writing, servicing, and marketing that is ac-
ceptable to the Corporation;

(E) adopt appropriate agricultural mort-
gage loan underwriting, appraisal, and serv-
icing standards and procedures that meet or
exceed the standards established by the
Board;

(F) for purposes of enabling the Corpora-
tion to examine the facility, agree to allow
officers or employees of the Corporation to
have access to all books, accounts, financial
records, reports, files, and all other papers,
things, or property, of any type whatsoever,
belonging to or used by the Corporation that
are necessary to facilitate an examination of
the operations of the facility in connection
with securities, and the pools of qualified
loans that back securities, for which the
Corporation has provided guarantees; and

(G) adopt appropriate minimum standards
and procedures relating to loan administra-
tion and disclosure to borrowers concerning
the terms and rights applicable to loans for
which guarantee is provided, in conformity
with uniform standards established by the
Corporation.

(3) Nondiscrimination requirement
The standards established under this sub-

section shall not discriminate between or
against Farm Credit System and non-Farm
Credit System applicants.

(b) Certification by Corporation
Within 60 days after receiving an application

for certification under this section, the Corpora-

tion shall certify the facility if the facility
meets the standards established by the Corpora-
tion under subsection (a)(1) of this section.

(c) Maximum time period for certification
Any certification by the Corporation of an ag-

ricultural mortgage marketing facility shall be
effective for a period determined by the Corpora-
tion of not to exceed 5 years.

(d) Revocation
(1) In general

After notice and an opportunity for a hear-
ing, the Corporation may revoke the certifi-
cation of an agricultural mortgage marketing
facility if the Corporation determines that the
facility no longer meets the standards referred
to in subsection (a) of this section.

(2) Effect of revocation
Revocation of a certification shall not affect

any pool guarantee that has been issued by the
Corporation.

(e) Affiliation of FCS institutions with facility
(1) Establishment of affiliate authorized

Notwithstanding any other provision of this
chapter, any Farm Credit System institution,
acting for such institution alone or in con-
junction with one or more other such institu-
tions, may establish and operate, as an affili-
ate, an agricultural mortgage marketing facil-
ity if, within a reasonable time after such es-
tablishment, such facility obtains and there-
after retains certification under subsection (b)
of this section as a certified facility.

(2) Exclusive agency agreement authorized
Any number of Farm Credit System institu-

tions (other than the Corporation) may enter
into an agreement with any certified facility
(including an affiliate established under para-
graph (1)) to sell the qualified loans of such in-
stitutions exclusively to or through the facil-
ity.

(Pub. L. 92–181, title VIII, § 8.5, as added Pub. L.
100–233, title VII, § 702, Jan. 6, 1988, 101 Stat. 1694;
amended Pub. L. 104–105, title I, § 106, Feb. 10,
1996, 110 Stat. 164.)

AMENDMENTS

1996—Subsec. (a)(1). Pub. L. 104–105, § 106(1)(A), in-
serted ‘‘(other than the Corporation)’’ after ‘‘facili-
ties’’.

Subsec. (a)(2). Pub. L. 104–105, § 106(1)(B), inserted
‘‘(other than the Corporation)’’ after ‘‘facility’’ in in-
troductory provisions.

Subsec. (e)(1). Pub. L. 104–105, § 106(2), struck out
‘‘(other than the Corporation)’’ after ‘‘System institu-
tion’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2279aa of this
title.

§ 2279aa�6. Guarantee of qualified loans

(a) Guarantee authorized for certified facilities
(1) In general

Subject to the requirements of this section
and on such other terms and conditions as the
Corporation shall consider appropriate, the
Corporation—
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(A) shall guarantee the timely payment of
principal and interest on the securities is-
sued by a certified facility that represents
interests solely in, or obligations fully
backed by, any pool consisting solely of
qualified loans which meet the standards es-
tablished under section 2279aa–8 of this title
and which are held by such facility; and

(B) may issue a security, guaranteed as to
the timely payment of principal and inter-
est, that represents an interest solely in, or
an obligation fully backed by, a pool consist-
ing of qualified loans that—

(i) meet the standards established under
section 2279aa–8 of this title; and

(ii) have been purchased and held by the
Corporation.

(2) Inability of facility to pay
If the facility is unable to make any pay-

ment of principal or interest on any security
for which a guarantee has been provided by
the Corporation under paragraph (1), the Cor-
poration shall make such payment as and
when due in cash, and on such payment shall
be subrogated fully to the rights satisfied by
such payment.
(3) Power of Corporation

Notwithstanding any other provision of law,
the Corporation is empowered, in connection
with any guarantee under this subsection,
whether before or after any default, to provide
by contract with the facility for the extin-
guishment, on default by the facility, of any
redemption, equitable, legal, or other right,
title, or interest of the facility in any mort-
gage or mortgages constituting the pool
against which the guaranteed securities are is-
sued. With respect to any issue of guaranteed
securities, in the event of default and pursuant
otherwise to the terms of the contract, the
mortgages that constitute such pool shall be-
come the absolute property of the Corporation
subject only to the unsatisfied rights of the
holders of the securities based on and backed
by such pool.

(b) Other responsibilities of and limitations on
certified facilities

As a condition for providing any guarantees
under this section for securities issued by a cer-
tified facility that represent interests in, or ob-
ligations backed by, any pool of qualified loans,
the Corporation shall require such facility to
agree to comply with the following require-
ments:

(1) Loan default resolution
The facility shall act in accordance with the

standards of a prudent institutional lender to
resolve loan defaults.
(2) Subrogation of United States and Corpora-

tion to interests of facility
The proceeds of any collateral, judgments,

settlements, or guarantees received by the fa-
cility with respect to any loan in such pool,
shall be applied, after payment of costs of col-
lection—

(A) first, to reduce the amount of any prin-
cipal outstanding on any obligation of the
Corporation that was purchased by the Sec-

retary of the Treasury under section
2279aa–13 of this title to the extent the pro-
ceeds of such obligation were used to make
guarantees in connection with such securi-
ties; and

(B) second, to reimburse the Corporation
for any such guarantee payments.

(3) Loan servicing
The originator of any loan in such pool shall

be permitted to retain the right to service the
loan.
(4) Minority participation in public offerings

The facility shall take such steps as may be
necessary to ensure that minority owned or
controlled investment banking firms, under-
writers, and bond counsels throughout the
United States have an opportunity to partici-
pate to a significant degree in any public of-
fering of securities.
(5) No discrimination against States with bor-

rowers rights
The facility may not refuse to purchase

qualified loans originating in States that have
established borrowers rights laws either by
statute or under the constitution of such
States, except that the facility may require
discounts or charge fees reasonably related to
costs and expenses arising from such statutes
or constitutional provisions.

(c) Additional authority of Board
To ensure the liquidity of securities for which

guarantees have been provided under this sec-
tion, the Board shall adopt appropriate stand-
ards regarding—

(1) the characteristics of any pool of quali-
fied loans serving as collateral for such securi-
ties; and

(2) transfer requirements.
(d) Aggregate principal amounts of qualified

loans
(1) Initial year

During the first year after January 6, 1988,
the Corporation may not provide guarantees
for securities representing interests in, or ob-
ligations backed by, qualified loans (other
than loans which back securities issued by
Farm Credit System institutions for which the
Corporation provides a guarantee) in an aggre-
gate principal amount in excess of 2 percent of
the total agricultural real estate debt out-
standing at the close of the prior calendar
year (as published by the Board of Governors
of the Federal Reserve System), less all Farm-
ers Home Administration agricultural real es-
tate debt.
(2) Second year

During the year following the year referred
to in paragraph (1), the Corporation may not
provide guarantees for securities representing
interests in, or obligations backed by, quali-
fied loans (other than loans which back securi-
ties issued by Farm Credit System institu-
tions for which the Corporation provides a
guarantee) in an additional principal amount
in excess of 4 percent of the total agricultural
real estate debt outstanding at the close of the
prior calendar year, less all Farmers Home Ad-
ministration agricultural real estate debt.
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(3) Third year
During the year following the year referred

to in paragraph (2), the Corporation may not
provide guarantees for securities representing
interests in, or obligations backed by, quali-
fied loans (other than loans which back securi-
ties issued by Farm Credit System institu-
tions for which the Corporation provides a
guarantee) in an additional principal amount
in excess of 8 percent of the total agricultural
real estate debt outstanding at the close of the
prior calendar year, less all Farmers Home Ad-
ministration agricultural real estate debt.
(4) Subsequent years

In years subsequent to the year referred to
in paragraph (3), the Corporation may provide
guarantees without regard to the principal
amount of the qualified loans guaranteed.

(e) Purchase of guaranteed securities
(1) Purchase authority

The Corporation (and affiliates) may pur-
chase, hold, and sell any securities guaranteed
under this section by the Corporation that
represent interests in, or obligations backed
by, pools of qualified loans. Securities issued
under this section shall have maturities and
bear rates of interest as determined by the
Corporation.
(2) Issuance of debt obligations

The Corporation (and affiliates) may issue
debt obligations solely for the purpose of ob-
taining amounts for the purchase of any secu-
rities under paragraph (1), for the purchase of
qualified loans (as defined in section 2279aa(9)
of this title), and for maintaining reasonable
amounts for business operations (including
adequate liquidity) relating to activities under
this subsection.
(3) Terms and limitations

(A) Terms
The obligations issued under this sub-

section shall have maturities and bear rates
of interest as determined by the Corpora-
tion, and may be redeemable at the option of
the Corporation before maturity in the man-
ner stipulated in the obligations.
(B) Requirement

Each obligation shall clearly indicate that
the obligation is not an obligation of, and is
not guaranteed as to principal and interest
by, the Farm Credit Administration, the
United States, or any other agency or in-
strumentality of the United States (other
than the Corporation).
(C) Authority

The Corporation may not issue obligations
pursuant to paragraph (2) under this sub-
section while any obligation issued by the
Corporation under section 2279aa–13(a) of
this title remains outstanding.

(Pub. L. 92–181, title VIII, § 8.6, as added Pub. L.
100–233, title VII, § 702, Jan. 6, 1988, 101 Stat. 1695;
amended Pub. L. 100–399, title VI, § 601(f)–(h),
Aug. 17, 1988, 102 Stat. 1005; Pub. L. 102–237, title
V, § 503(d), Dec. 13, 1991, 105 Stat. 1877; Pub. L.
104–105, title I, §§ 107, 108(a), (c)(2), 109(a), (b)(4),
Feb. 10, 1996, 110 Stat. 164, 165.)

AMENDMENTS

1996—Subsec. (a)(1). Pub. L. 104–105, § 107(1), des-
ignated part of existing text as subpar. (A) and added
subpar. (B).

Subsec. (a)(2). Pub. L. 104–105, § 108(c)(2), struck out
‘‘subject to the provisions of subsection (b) of this sec-
tion’’ after ‘‘paragraph (1),’’.

Subsec. (b). Pub. L. 104–105, §§ 108(a), 109(a)(2), redesig-
nated subsec. (d) as (b) and struck out heading and text
of former subsec.(b). Text read as follows: ‘‘In the case
of any pool referred to in subsection (a) of this section,
the Corporation shall—

‘‘(1) provide a guarantee only with respect to an in-
dividual pool of qualified loans on application of a
certified facility;

‘‘(2) provide a guarantee only if a reserve, or re-
tained subordinated participating interests, in an
amount equal to at least 10 percent of the outstand-
ing principal amount of the loans constituting the
pool has been established in accordance with this sub-
chapter;

‘‘(3) require that full recourse be taken against re-
serves and retained subordinated participating inter-
ests before any demand be made by the certified facil-
ity with respect to the guarantee of the Corporation;
and

‘‘(4) ensure the timely receipt of principal and in-
terest due to security or obligation holders only after
full recourse has been taken against such reserves
and retained subordinated participating interests.’’
Subsec. (b)(4) to (6). Pub. L. 104–105, § 109(b)(4), redes-

ignated pars. (5) and (6) as (4) and (5), respectively, and
struck out heading and text of former par. (4). Text
read as follows: ‘‘The facility shall comply with the
standards adopted by the Board under subsection (c) of
this section in establishing and maintaining the pool.’’

Subsec. (c). Pub. L. 104–105, § 109(a), redesignated sub-
sec. (e) as (c) and struck out heading and text of former
subsec. (c) which related to standards requiring diversi-
fied pools, including establishment of minimum cri-
teria for pools of qualified loans, provisions to encour-
age loans to small farms and family farmers, and re-
quirements for congressional review of standards.

Subsec. (d). Pub. L. 104–105, § 109(a)(2), redesignated
subsec. (f) as (d). Former subsec. (d) redesignated (b).

Subsec. (d)(4) to (7). Pub. L. 104–105, § 107(2), redesig-
nated pars. (5) to (7) as (4) to (6), respectively, and
struck out heading and text of former par. (4). Text
read as follows: ‘‘Each loan in the pool shall have been
sold to the certified facility without recourse to the
originator of such loan (other than recourse to any in-
terest of such originator in a reserve established in
connection with such loan or any subordinated partici-
pation interest of such originator in such loan).’’

Subsecs. (e), (f). Pub. L. 104–105, § 109(a)(2), redesig-
nated subsecs. (f) and (g) as (d) and (e), respectively.
Former subsec. (e) redesignated (c).

Subsec. (g). Pub. L. 104–105, § 109(a)(2), redesignated
subsec. (g) as (e).

Subsec. (g)(2). Pub. L. 104–105, § 107(3), substituted
‘‘2279aa(9) of this title’’ for ‘‘2279aa(9)(B) of this title’’.

1991—Subsec. (g). Pub. L. 102–237 added subsec. (g).
1988—Subsec. (a)(1). Pub. L. 100–399, § 601(f), sub-

stituted ‘‘represents interests solely in, or obligations
fully backed by, any pool consisting solely of qualified
loans which meet the standards established under sec-
tion 2279aa–8 of this title and which are’’ for ‘‘rep-
resents interests in, or obligations backed by, any pool
of qualified loans’’.

Subsec. (e). Pub. L. 100–399, § 601(g), redesignated par.
(3) as (2) and struck out former par. (2) which read as
follows: ‘‘registration requirements (if any) with re-
spect to such securities; and’’.

Subsec. (f)(1). Pub. L. 100–399, § 601(h), substituted
‘‘date of the enactment’’ for ‘‘effective date’’, both of
which for purposes of codification were translated as
‘‘January 6, 1988,’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
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was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2279aa, 2279aa–3,
2279aa–8, 2279bb–1, 2279bb–2 of this title.

§ 2279aa�7. Repealed. Pub. L. 104�105, title I,
§ 108(b), Feb. 10, 1996, 110 Stat. 164

Section, Pub. L. 92–181, title VIII, § 8.7, as added Pub.
L. 100–233, title VII, § 702, Jan. 6, 1988, 101 Stat. 1698, re-
lated to reserves and subordinated participation inter-
ests of certified facilities, including provisions relating
to cash contributions, retention of subordinated par-
ticipation interests, additional requirements relating
to reserves under section 2279aa–6(b)(2) of this title, and
authority of Board of Directors of Federal Agricultural
Mortgage Corporation to establish other policies and
procedures.

§ 2279aa�8. Standards for qualified loans

(a) Standards
Not later than 120 days after the appointment

and election of the permanent Board, the Cor-
poration, in consultation with originators, shall
establish uniform underwriting, security ap-
praisal, and repayment standards for qualified
loans. In establishing standards for qualified
loans, the Corporation shall confine corporate
operations, so far as practicable, to mortgage
loans that are deemed by the Board to be of such
quality so as to meet, substantially and gener-
ally, the purchase standards imposed by private
institutional mortgage investors.
(b) Minimum criteria

To further the purpose of this subchapter to
provide a new source of long-term fixed rate fi-
nancing to assist farmers and ranchers to pur-
chase agricultural real estate, the standards es-
tablished by the Board pursuant to subsection
(a) of this section shall, at a minimum—

(1) provide that no agricultural mortgage
loan with a loan-to-value ratio in excess of 80
percent may be treated as a qualified loan;

(2) require each borrower to demonstrate
sufficient cash-flow to adequately service the
agricultural mortgage loan;

(3) contain sufficient documentation stand-
ards;

(4) contain adequate standards to protect the
integrity of the appraisal process with respect
to any agricultural mortgage loans;

(5) contain adequate standards to ensure
that the borrower is or will be actively en-
gaged in agricultural production, and require
the borrower to certify to the originator that
the borrower intends to continue agricultural
production on the site involved;

(6) minimize speculation in agricultural real
estate for nonagricultural purposes; and

(7) in establishing the value of agricultural
real estate, consider the purpose for which the
real estate is taxed.

(c) Loan amount limitation
(1) In general

A loan may not be treated as a qualified
loan if the principal amount of such loan ex-
ceeds $2,500,000, adjusted for inflation, except
as provided in paragraph (2).
(2) Acreage exception

Paragraph (1) shall not apply with respect to
any agricultural mortgage loan described in

such paragraph if such loan is secured by agri-
cultural real estate that, in the aggregate,
comprises not more than 1,000 acres.

(d) Congressional review
No standard prescribed under subsection (a) of

this section shall take effect before the later
of—

(1) the end of a period consisting of 30 legis-
lative days and beginning on the date such
standards are submitted to the Congress; or

(2) the end of a period consisting of 90 cal-
endar days and beginning on such date.

(e) Nondiscrimination requirement
The standards established under subsection (a)

of this section shall not discriminate against
small originators or small agricultural mort-
gage loans that are at least $50,000. The Board
shall promote and encourage the inclusion of
qualified loans for small farms and family farm-
ers in the agricultural mortgage secondary mar-
ket.

(Pub. L. 92–181, title VIII, § 8.8, as added Pub. L.
100–233, title VII, § 702, Jan. 6, 1988, 101 Stat. 1700;
amended Pub. L. 100–399, title VI, § 601(i), Aug.
17, 1988, 102 Stat. 1005; Pub. L. 104–105, title I,
§ 110, Feb. 10, 1996, 110 Stat. 165.)

AMENDMENTS

1996—Subsec. (e). Pub. L. 104–105 inserted at end ‘‘The
Board shall promote and encourage the inclusion of
qualified loans for small farms and family farmers in
the agricultural mortgage secondary market.’’

1988—Subsec. (a). Pub. L. 100–399 inserted ‘‘perma-
nent’’ after ‘‘appointment and election of the’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2279aa, 2279aa–6
of this title.

§ 2279aa�9. Exemption from restructuring and
borrowers rights provisions for pooled loans

(a) Restructuring
Notwithstanding any other provision of law,

sections 2202, 2202a, 2202b, 2202c, 2202d, and 2219a
of this title shall not apply to any loan included
in a pool of qualified loans backing securities or
obligations for which the Corporation provides
guarantee. The loan servicing standards estab-
lished by the Corporation shall be patterned
after similar standards adopted by other feder-
ally sponsored secondary market facilities.

(b) Borrowers rights
At the time of application for a loan (as de-

fined in section 2202a(a)(5) of this title), origina-
tors that are Farm Credit System institutions
shall give written notice to each applicant of
the terms and conditions of the loan, setting
forth separately terms and conditions for pooled
loans and loans that are not pooled. This notice
shall include a statement, if applicable, that the
loan may be pooled and that, if pooled, sections
2202, 2202a, 2202b, 2202c, 2202d, and 2219a of this
title shall not apply. This notice also shall in-
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form the applicant that he or she has the right
not to have the loan pooled. Within 3 days from
the time of commitment, an applicant has the
right to refuse to allow the loan to be pooled,
thereby retaining rights under sections 2202,
2202a, 2202b, 2202c, 2202d, and 2219a of this title,
if applicable.

(Pub. L. 92–181, title VIII, § 8.9, as added Pub. L.
100–233, title VII, § 702, Jan. 6, 1988, 101 Stat. 1701;
amended Pub. L. 100–399, title VI, § 601(j), Aug.
17, 1988, 102 Stat. 1005; Pub. L. 104–105, title II,
§ 208(b), Feb. 10, 1996, 110 Stat. 174.)

AMENDMENTS

1996—Subsec. (b). Pub. L. 104–105 inserted ‘‘(as defined
in section 2202a(a)(5) of this title)’’ after ‘‘application
for a loan’’.

1988—Subsecs. (a), (b). Pub. L. 100–399 substituted
‘‘2202d, and 2219a’’ for ‘‘and 2219b’’ wherever appearing.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2279aa of this
title.

§ 2279aa�10. Funding for guarantee; reserves of
Corporation

(a) Guarantee
The Corporation shall provide guarantees for

securities representing interests in, or obliga-
tions backed by, pools of qualified loans through
commitments issued by the Corporation provid-
ing for guarantees.

(b) Guarantee fees

(1) Initial fee
At the time a guarantee is issued by the Cor-

poration, the Corporation shall assess the cer-
tified facility a fee of not more than 1⁄2 of 1
percent of the initial principal amount of each
pool of qualified loans.

(2) Annual fees
Beginning in the second year after the date

the guarantee is issued under paragraph (1),
the Corporation may, at the end of each year,
assess the certified facility an annual fee of
not more than 1⁄2 of 1 percent of the principal
amount of the loans then constituting the
pool.

(3) Determination of amount
The Corporation shall establish such fees on

the amount of risk incurred by the Corpora-
tion in providing the guarantees with respect
to which such fee is assessed, as determined by
the Corporation. Fees assessed under para-
graphs (1) and (2) shall be established on an ac-
tuarially sound basis.

(4) Review by GAO
The Comptroller General of the United

States may review, and submit to the Con-
gress a report regarding, the actuarial sound-
ness and reasonableness of the fees established
by the Corporation under this subsection.

(c) Corporation reserve against guarantees
losses required

(1) In general
So much of the fees assessed under this sec-

tion as the Board determines to be necessary
shall be set aside by the Corporation in a seg-
regated account as a reserve against losses
arising out of the guarantee activities of the
Corporation.

(2) Exhaustion of reserve required
The Corporation may not issue obligations

to the Secretary of the Treasury under section
2279aa–13 of this title in order to meet the ob-
ligations of the Corporation with respect to
any guarantees provided under this subchapter
until the reserve established under paragraph
(1) has been exhausted.

(d) Fees to cover administrative costs authorized
The Corporation may impose charges or fees

in reasonable amounts in connection with the
administration of its activities under this sub-
chapter to recover its costs for performing such
administration.

(Pub. L. 92–181, title VIII, § 8.10, as added Pub. L.
100–233, title VII, § 702, Jan. 6, 1988, 101 Stat. 1701;
amended Pub. L. 104–316, title I, § 106(f), Oct. 19,
1996, 110 Stat. 3831.)

AMENDMENTS

1996—Subsec. (b)(4). Pub. L. 104–316 substituted ‘‘Re-
view’’ for ‘‘Annual review’’ in heading and ‘‘may re-
view’’ for ‘‘shall annually review’’ in text.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2279aa–4,
2279aa–13 of this title.

§ 2279aa�11. Supervision, examination, and re-
port of condition

(a) Regulation
(1) Authority

Notwithstanding any other provision of this
chapter, the Farm Credit Administration shall
have the authority to provide, acting through
the Office of Secondary Market Oversight—

(A) for the examination of the Corporation
and its affiliates; and

(B) for the general supervision of the safe
and sound performance of the powers, func-
tions, and duties vested in the Corporation
and its affiliates by this subchapter, includ-
ing through the use of the authorities grant-
ed to the Farm Credit Administration
under—

(i) part C of subchapter V of this chapter;
and

(ii) beginning 6 months after December
13, 1991, section 2252(a)(9) of this title.

(2) Considerations
In exercising its authority pursuant to this

section, the Farm Credit Administration shall
consider—

(A) the purposes for which the Corporation
was created;

(B) the practices appropriate to the con-
duct of secondary markets in agricultural
loans; and
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(C) the reduced levels of risk associated
with appropriately structured secondary
market transactions.

(3) Office of Secondary Market Oversight
(A) Not later than 180 days after December

13, 1991, the Farm Credit Administration
Board shall establish within the Farm Credit
Administration the Office of Secondary Mar-
ket Oversight.

(B) The Farm Credit Administration Board
shall carry out the authority set forth in this
section through the Office of Secondary Mar-
ket Oversight.

(C) The Office of Secondary Market Over-
sight shall be managed by a full-time Director
who shall be selected by and report to the
Farm Credit Administration Board.

(b) Examinations and audits
(1) In general

The financial transactions of the Corpora-
tion shall be examined by examiners of the
Farm Credit Administration in accordance
with the principles and procedures applicable
to commercial corporate transactions under
such rules and regulations as may be pre-
scribed by the Administration.
(2) Frequency

The examinations shall occur at such times
as the Farm Credit Administration Board may
determine, but in no event less than once each
year.
(3) Access

The examiners shall—
(A) have access to all books, accounts, fi-

nancial records, reports, files, and all other
papers, things, or property belonging to or in
use by the Corporation and necessary to fa-
cilitate the audit; and

(B) be afforded full access for verifying
transactions with certified facilities and
other entities with whom the Corporation
conducts transactions.

(c) Annual report of condition
The Corporation shall make and publish an

annual report of condition as prescribed by the
Farm Credit Administration. Each report shall
contain financial statements prepared in accord-
ance with generally accepted accounting prin-
ciples and contain such additional information
as the Farm Credit Administration may by reg-
ulation prescribe. The financial statements of
the Corporation shall be audited by an independ-
ent public accountant.
(d) FCA assessments to cover costs

The Farm Credit Administration shall assess
the Corporation for the cost to the Administra-
tion of any regulatory activities conducted
under this section, including the cost of any ex-
amination.
(e) ��Affiliate�� defined

As used in this subchapter, the term ‘‘affili-
ate’’ shall mean an entity effectively controlled
or owned by the Corporation, except that such
term shall not include an originator (as defined
in section 2279aa(7) of this title).
(f) Employees and personnel

The Farm Credit Administration Board shall
ensure that—

(1) the Office of Secondary Market Oversight
has access to a sufficient number of qualified
and trained employees to adequately supervise
the secondary market activities of the Cor-
poration; and

(2) the supervision of the powers, functions,
and duties of the Corporation is performed, to
the extent practicable, by personnel who are
not responsible for the supervision of the
banks and associations of the Farm Credit
System.

(Pub. L. 92–181, title VIII, § 8.11, as added Pub. L.
100–233, title VII, § 702, Jan. 6, 1988, 101 Stat. 1702;
amended Pub. L. 101–624, title XVIII, § 1840, Nov.
28, 1990, 104 Stat. 3835; Pub. L. 102–237, title V,
§ 503(a), Dec. 13, 1991, 105 Stat. 1870; Pub. L.
102–552, title III, § 308(b)(2), Oct. 28, 1992, 106 Stat.
4116; Pub. L. 104–105, title I, § 111, Feb. 10, 1996,
110 Stat. 165.)

AMENDMENTS

1996—Subsec. (e). Pub. L. 104–105 substituted ‘‘section
2279aa(7) of this title’’ for ‘‘paragraphs (3) and (7), re-
spectively, of section 2279aa of this title’’ and struck
out ‘‘a certified facility or’’ before ‘‘an originator’’.

1992—Subsec. (a)(1)(B)(ii). Pub. L. 102–552 substituted
‘‘December 13, 1991’’ for ‘‘the date of enactment of this
section’’.

1991—Subsec. (a)(1). Pub. L. 102–237, § 503(a)(1), amend-
ed par. (1) generally. Prior to amendment, par. (1) read
as follows: ‘‘Notwithstanding any other provision of
this chapter, the Farm Credit Administration shall
have the authority to—

‘‘(A) provide for the examination of the condition of
the Corporation and its affiliates; and

‘‘(B) provide for the general supervision of the safe
and sound performance of the powers, functions, and
duties vested in the Corporation and its affiliates by
this subchapter, including through the use of the en-
forcement powers of the Farm Credit Administration
under part C of subchapter V of this chapter.’’
Subsec. (a)(3). Pub. L. 102–237, § 503(a)(2), added par.

(3).
Subsec. (f). Pub. L. 102–237, § 503(a)(3), added subsec.

(f).
1990—Subsec. (a)(1). Pub. L. 101–624, § 1840(1), amended

par. (1) generally. Prior to amendment, par. (1) read as
follows: ‘‘Notwithstanding any other provision of this
chapter, the regulatory authority of the Farm Credit
Administration with respect to the Corporation shall
be confined to—

‘‘(A) providing for the examination of the condition
of the Corporation; and

‘‘(B) providing for the general supervision of the
safe and sound performance of the powers, functions,
and duties vested in the Corporation by this sub-
chapter, including through the use of the enforce-
ment powers of the Farm Credit Administration
under part C of subchapter V of this chapter.’’
Subsec. (e). Pub. L. 101–624, § 1840(2), added subsec. (e).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2279aa–3, 2279bb,
2279cc of this title.

§ 2279aa�12. Securities in credit enhanced pools

(a) Federal laws
(1) Applicability of certain Federal securities

laws
For purposes of section 77c(a)(2) of title 15,

no security representing an interest in, or ob-
ligations backed by, a pool of qualified loans
for which guarantees have been provided by
the Corporation shall be deemed to be a secu-
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rity issued or guaranteed by a person con-
trolled or supervised by, or acting as an in-
strumentality of, the Government of the
United States. No such security shall be
deemed to be a ‘‘government security’’ for pur-
poses of the Securities Exchange Act of 1934
[15 U.S.C. 78a et seq.] or for purposes of the In-
vestment Company Act of 1940 [15 U.S.C. 80a–1
et seq.].

(2) No full faith and credit of the United States
Each security for which credit enhancement

has been provided by the Corporation shall
clearly indicate that the security is not an ob-
ligation of, and is not guaranteed as to prin-
cipal or interest by, the Farm Credit Adminis-
tration, the United States, or any other agen-
cy or instrumentality of the United States
(other than the Corporation).

(b) State securities laws
(1) General exemption

Any security or obligation that has been
provided a guarantee by the Corporation shall
be exempt from any law of any State with re-
spect to or requiring registration or qualifica-
tion of securities or real estate to the same ex-
tent as any obligation issued by, or guaran-
teed as to principal and interest by, the United
States or any agency or instrumentality of the
United States.

(2) State override
The provisions of paragraph (1) shall not be

applicable to any State that, during the 8-year
period beginning on January 6, 1988, enacts a
law that—

(A) specifically refers to this subsection;
and

(B) expressly provides that paragraph (1)
shall not apply to the State.

(c) Authorized investments
(1) In general

Securities representing an interest in, or ob-
ligations backed by, pools of qualified loans
with respect to which the Corporation has pro-
vided a guarantee shall be authorized invest-
ments of any person, trust, corporation, part-
nership, association, business trust, or busi-
ness entity created pursuant to or existing
under the laws of the United States or any
State to the same extent that the person,
trust, corporation, partnership, association,
business trust, or business entity is authorized
under any applicable law to purchase, hold, or
invest in obligations issued by or guaranteed
as to principal and interest by the United
States or any agency or instrumentality of the
United States. Such securities or obligations
may be accepted as security for all fiduciary,
trust, and public funds, the investment or de-
posits of which shall be under the authority
and control of the United States or any State
or any officers of either.

(2) State limitations on purchase, holding, or
investment

If State law limits the purchase, holding, or
investment in obligations issued by the United
States by the person, trust, corporation, part-
nership, association, business trust, or busi-

ness entity, securities or obligations of a cer-
tified facility issued on which the Corporation
has provided a guarantee shall be considered
to be obligations issued by the United States
for purposes of the limitation.
(3) Nonapplicability of provisions

(A) Subsequent State law
Paragraphs (1) and (2) shall not apply with

respect to a particular person, trust, cor-
poration, partnership, association, business
trust, or business entity, or class thereof, in
any State that, prior to the expiration of the
8-year period beginning on January 6, 1988,
enacts a law that specifically refers to this
section and either prohibits or provides for a
more limited authority to purchase, hold, or
invest in the securities by any person, trust,
corporation, partnership, association, busi-
ness trust, or business entity, or class there-
of, than is provided in paragraphs (1) and (2).
(B) Effect of subsequent State law

The enactment by any State of a law of
the type described in subparagraph (A) shall
not affect the validity of any contractual
commitment to purchase, hold, or invest
that was made prior to the effective date of
the law and shall not require the sale or
other disposition of any securities acquired
prior to the effective date of the law.

(d) State usury laws superseded
A provision of the Constitution or law of any

State shall not apply to an agricultural loan
made by an originator or a certified facility in
accordance with this subchapter for sale to the
Corporation or to a certified facility for inclu-
sion in a pool for which the Corporation has pro-
vided, or has committed to provide, a guarantee,
if the loan, not later than 180 days after the date
the loan was made, is sold to the Corporation or
included in a pool for which the Corporation has
provided a guarantee, if the provision—

(1) limits the rate or amount of interest, dis-
count points, finance charges, or other charges
that may be charged, taken, received, or re-
served by an agricultural lender or a certified
facility; or

(2) limits or prohibits a prepayment penalty
(either fixed or declining), yield maintenance,
or make-whole payment that may be charged,
taken, or received by an agricultural lender or
a certified facility in connection with the full
or partial payment of the principal amount
due on a loan by a borrower in advance of the
scheduled date for the payment under the
terms of the loan, otherwise known as a pre-
payment of the loan principal.

(Pub. L. 92–181, title VIII, § 8.12, as added Pub. L.
100–233, title VII, § 702, Jan. 6, 1988, 101 Stat. 1703;
amended Pub. L. 100–399, title VI, § 601(k), (l),
Aug. 17, 1988, 102 Stat. 1006; Pub. L. 104–105, title
I, § 112, Feb. 10, 1996, 110 Stat. 165.)

REFERENCES IN TEXT

The Securities Exchange Act of 1934, referred to in
subsec. (a)(1), is act June 6, 1934, ch. 404, 48 Stat. 881, as
amended, which is classified principally to chapter 2B
(§ 78a et seq.) of Title 15, Commerce and Trade. For
complete classification of this Act to the Code, see sec-
tion 78a of Title 15 and Tables.
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The Investment Company Act of 1940, referred to in
subsec. (a)(1), is title I of act Aug. 22, 1940, ch. 686, 54
Stat. 789, as amended, which is classified generally to
subchapter I (§ 80a–1 et seq.) of chapter 2D of Title 15.
For complete classification of this Act to the Code, see
section 80a–51 of Title 15 and Tables.

AMENDMENTS

1996—Subsec. (d). Pub. L. 104–105 added subsec. (d) and
struck out heading and text of former subsec. (d). Text
read as follows: ‘‘Any provision of the constitution or
law of any State which expressly limits the rate or
amount of interest, discount points, finance charges, or
other charges that may be charged, taken, received, or
reserved by agricultural lenders or certified facilities
shall not apply to any agricultural loan made by an
originator or a certified facility in accordance with
this subchapter that is included in a pool for which the
Corporation has provided a guarantee.’’

1988—Subsec. (a)(1). Pub. L. 100–399, § 601(k), inserted
‘‘, or obligations backed by,’’ before ‘‘a pool’’.

Subsec. (b)(2). Pub. L. 100–399, § 601(l), substituted
‘‘date of the enactment’’ for ‘‘effective date’’ both of
which for purposes of codification was translated as
‘‘January 6, 1988,’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–399 effective as if enacted
immediately after enactment of Pub. L. 100–233, which
was approved Jan. 6, 1988, see section 1001(a) of Pub. L.
100–399, set out as a note under section 2002 of this title.

§ 2279aa�13. Authority to issue obligations to
cover guarantee losses of Corporation

(a) Sale of obligations to Treasury
(1) In general

Subject to the limitations contained in sec-
tion 2279aa–10(c) of this title and the require-
ment of paragraph (2), the Corporation may
issue obligations to the Secretary of the
Treasury the proceeds of which may be used
by the Corporation solely for the purpose of
fulfilling the obligations of the Corporation
under any guarantee provided by the Corpora-
tion under this subchapter.

(2) Certification
The Secretary of the Treasury may purchase

obligations of the Corporation under para-
graph (1) only if the Corporation certifies to
the Secretary that—

(A) the requirements of section
2279aa–10(c) of this title have been fulfilled;
and

(B) the proceeds of the sale of such obliga-
tions are needed to fulfill the obligations of
the Corporation under any guarantee pro-
vided by the Corporation under this sub-
chapter.

(b) Expeditious transaction required
Not later than 10 business days after receipt

by the Secretary of the Treasury of any certifi-
cation by the Corporation under subsection
(a)(2) of this section, the Secretary of the Treas-
ury shall purchase obligations issued by the Cor-
poration in an amount determined by the Cor-
poration to be sufficient to meet the guarantee
liabilities of the Corporation.

(c) Limitation on amount of outstanding obliga-
tions

The aggregate amount of obligations issued by
the Corporation under subsection (a)(1) of this

section which may be held by the Secretary of
the Treasury at any time (as determined by the
Secretary) shall not exceed $1,500,000,000.
(d) Terms of obligation

(1) Interest
Each obligation purchased by the Secretary

of the Treasury shall bear interest at a rate
determined by the Secretary, taking into con-
sideration the average rate on outstanding
marketable obligations of the United States as
of the last day of the last calendar month end-
ing before the date of the purchase of such ob-
ligation.
(2) Redemption

The Secretary of the Treasury shall require
that such obligations be repurchased by the
Corporation within a reasonable time.

(e) Coordination with title 31
(1) Authority to use proceeds from sale of

Treasury securities
For the purpose of purchasing obligations of

the Corporation, the Secretary of the Treasury
may use as a public debt transaction the pro-
ceeds from the sale by the Secretary of any se-
curities issued under chapter 31 of title 31, and
the purposes for which securities may be is-
sued under such chapter are extended to in-
clude such purchases.
(2) Treatment of transactions

All purchases and sales by the Secretary of
the Treasury of obligations issued by the Cor-
poration under this section shall be treated as
public debt transactions of the United States.

(f) Authorization of appropriations
There is authorized to be appropriated to the

Secretary of the Treasury $1,500,000,000, without
fiscal year limitation, to carry out the purposes
of this subchapter.

(Pub. L. 92–181, title VIII, § 8.13, as added Pub. L.
100–233, title VII, § 702, Jan. 6, 1988, 101 Stat. 1704;
amended Pub. L. 104–105, title I, § 109(b)(2), Feb.
10, 1996, 110 Stat. 165.)

AMENDMENTS

1996—Subsec. (a). Pub. L. 104–105 substituted ‘‘sec-
tion’’ for ‘‘sections 2279aa–6(b) and’’ in pars. (1) and
(2)(A).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2279aa–4,
2279aa–6, 2279aa–10 of this title.

§ 2279aa�14. Federal jurisdiction

Notwithstanding section 1349 of title 28 or any
other provision of law:

(1) The Corporation shall be considered an
agency under sections 1345 and 1442 of such
title.

(2) All civil actions to which the Corporation
is a party shall be deemed to arise under the
laws of the United States and, to the extent
applicable, shall be deemed to be governed by
Federal common law. The district courts of
the United States shall have original jurisdic-
tion of all such actions, without regard to
amount of value.

(3) Any civil or other action, case, or con-
troversy in a court of a State or any court,
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other than a district court of the United
States, to which the Corporation is a party
may at any time before trial be removed by
the Corporation, without the giving of any
bond or security—

(A) to the District Court of the United
States for the district and division embrac-
ing the place where the same is pending; or

(B) if there is no such district court, to the
District Court of the United States for the
district in which the principal office of the
Corporation is located;

by following any procedure for removal for
causes in effect at the time of such removal.

(4) No attachment or execution shall be is-
sued against the Corporation or any of the
property of the Corporation before final judg-
ment in any Federal, State, or other court.

(Pub. L. 92–181, title VIII, § 8.14, as added Pub. L.
100–233, title VII, § 702, Jan. 6, 1988, 101 Stat.
1705.)

PART B—REGULATION OF FINANCIAL SAFETY
AND SOUNDNESS OF FEDERAL AGRICULTURAL
MORTGAGE CORPORATION

PART REFERRED TO IN OTHER SECTIONS

This part is referred to in section 2279cc of this title.

§ 2279bb. Definitions

For purposes of this part:
(1) Compensation

The term ‘‘compensation’’ means any pay-
ment of money or the provision of any other
thing of current or potential value in connec-
tion with employment.
(2) Core capital

The term ‘‘core capital’’ means, with respect
to the Corporation, the sum of the following
(as determined in accordance with generally
accepted accounting principles):

(A) The par value of outstanding common
stock.

(B) The par value of outstanding preferred
stock.

(C) Paid-in capital.
(D) Retained earnings.

(3) Director
The term ‘‘Director’’ means the Director of

the Office of Secondary Market Oversight of
the Farm Credit Administration, selected
under section 2279aa–11(a)(3) of this title.
(4) Office

The term ‘‘Office’’ means the Office of Sec-
ondary Market Oversight of the Farm Credit
Administration, established in section
2279aa–11(a) of this title.
(5) Regulatory capital

The term ‘‘regulatory capital’’ means, with
respect to the Corporation, the core capital of
the Corporation plus an allowance for losses
and guarantee claims, as determined in ac-
cordance with generally accepted accounting
principles.
(6) State

The term ‘‘State’’ means the States of the
United States, the District of Columbia, the

Commonwealth of Puerto Rico, the Common-
wealth of the Northern Mariana Islands,
Guam, the Virgin Islands, American Samoa,
the Trust Territory of the Pacific Islands, and
any other territory or possession of the United
States.

(Pub. L. 92–181, title VIII, § 8.31, as added Pub. L.
102–237, title V, § 503(b)(2), Dec. 13, 1991, 105 Stat.
1871.)

TERMINATION OF TRUST TERRITORY OF THE PACIFIC
ISLANDS

For termination of Trust Territory of the Pacific Is-
lands, see note set out preceding section 1681 of Title
48, Territories and Insular Possessions.

§ 2279bb�1. Risk-based capital levels

(a) Risk-based capital test
Not sooner than the expiration of the 3-year

period beginning on February 10, 1996, the Direc-
tor of the Office of Secondary Market Oversight
shall, by regulation, establish a risk-based cap-
ital test under this section for the Corporation.
When applied to the Corporation, the risk-based
capital test shall determine the amount of regu-
latory capital for the Corporation that is suffi-
cient for the Corporation to maintain positive
capital during a 10-year period in which both of
the following circumstances occur:

(1) Credit risk
With respect to securities representing an

interest in, or obligations backed by, a pool of
qualified loans owned or guaranteed by the
Corporation and other obligations of the Cor-
poration, losses on the underlying qualified
loans occur throughout the United States at a
rate of default and severity (based on any
measurements of default reasonably related to
prevailing industry practice in determining
capital adequacy) reasonably related to the
rate and severity that occurred in contiguous
areas of the United States containing an ag-
gregate of not less than 5 percent of the total
population of the United States that, for a pe-
riod of not less than 2 years (as established by
the Director), experienced the highest rates of
default and severity of agricultural mortgage
losses, in comparison with such rates of de-
fault and severity of agricultural mortgage
losses in other such areas for any period of
such duration, as determined by the Director.
(2) Interest rate risk

Interest rates on Treasury obligations of
varying terms increase or decrease over the
first 12 months of such 10-year period by not
more than the lesser of (A) 50 percent (with re-
spect to the average interest rates on such ob-
ligations during the 12-month period preceding
the 10-year period), or (B) 600 basis points, and
remain at such level for the remainder of the
period. This paragraph may not be construed
to require the Director to determine interest
rate risk under this paragraph based on the in-
terest rates for various long-term and short-
term obligations all increasing or all decreas-
ing concurrently.

(b) Considerations
(1) Establishment of test

In establishing the risk-based capital test
under subsection (a) of this section—
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(A) the Director shall take into account
appropriate distinctions based on various
types of agricultural mortgage products,
varying terms of Treasury obligations, and
any other factors the Director considers ap-
propriate;

(B) the Director shall conform loan data
used in determining credit risk to the mini-
mum geographic and commodity diversifica-
tion standards applicable to pools of quali-
fied loans eligible for guarantee;

(C) the Director may take into account re-
tained subordinated participating interests
under section 2279aa–6(b)(2) of this title (as
in effect before February 10, 1996);

(D) the Director may take into account
other methods or tests to determine credit
risk developed by the Corporation before De-
cember 13, 1991; and

(E) the Director shall consider any other
information submitted by the Corporation in
writing during the 180-day period beginning
on December 13, 1991.

(2) Revising test
Upon the expiration of the 8-year period be-

ginning on December 13, 1991, the Director
shall examine the risk-based capital test
under subsection (a) of this section and may
revise the test. In making examinations and
revisions under this paragraph, the Director
shall take into account that, before December
13, 1991, the Corporation has not issued guar-
antees for pools of qualified loans. To the ex-
tent that the revision of the risk-based capital
test causes a change in the classification of
the Corporation within the enforcement levels
established under section 2279bb–4 of this title,
the Director shall waive the applicability of
any additional enforcement actions available
because of such change for a reasonable period
of time, to permit the Corporation to increase
the amount of regulatory capital of the Cor-
poration accordingly.

(c) Risk-based capital level
For purposes of this part, the risk-based cap-

ital level for the Corporation shall be equal to
the sum of the following amounts:

(1) Credit and interest rate risk
The amount of regulatory capital deter-

mined by applying the risk-based capital test
under subsection (a) of this section to the Cor-
poration, adjusted to account for foreign ex-
change risk.
(2) Management and operations risk

To provide for management and operations
risk, 30 percent of the amount of regulatory
capital determined by applying the risk-based
capital test under subsection (a) of this sec-
tion to the Corporation.

(d) Specified contents
(1) In general

The regulations establishing the risk-based
capital test under this section shall—

(A) be issued by the Director for public
comment in the form of a notice of proposed
rulemaking, to be first published after the
expiration of the period referred to in sub-
section (a) of this section; and

(B) contain specific requirements, defini-
tions, methods, variables, and parameters
used under the risk-based capital test and in
implementing the test (such as loan loss se-
verity, float income, loan-to-value ratios,
taxes, yield curve slopes, default experience,
prepayment rates, and performance of pools
of qualified loans).

(2) Specificity
The regulations referred to in paragraph (1)

shall be sufficiently specific to permit an indi-
vidual other than the Director to apply the
test in the same manner as the Director.

(e) Availability of model
The Director shall make copies of the statis-

tical model or models used to implement the
risk-based capital test under this section avail-
able for public acquisition and may charge a
reasonable fee for such copies.

(Pub. L. 92–181, title VIII, § 8.32, as added Pub. L.
102–237, title V, § 503(b)(2), Dec. 13, 1991, 105 Stat.
1871; amended Pub. L. 102–552, title III, § 308(b)(3),
Oct. 28, 1992, 106 Stat. 4116; Pub. L. 104–105, title
I, §§ 109(b)(3), 113, Feb. 10, 1996, 110 Stat. 165, 166.)

AMENDMENTS

1996—Subsec. (a). Pub. L. 104–105, § 113(1), in first sen-
tence, substituted ‘‘Not sooner than the expiration of
the 3-year period beginning on February 10, 1996,’’ for
‘‘Not later than the expiration of the 2-year period be-
ginning on December 13, 1991,’’.

Subsec. (b)(1)(C). Pub. L. 104–105, § 109(b)(3), sub-
stituted ‘‘Director may’’ for ‘‘Director shall’’ and in-
serted before semicolon at end ‘‘(as in effect before Feb-
ruary 10, 1996)’’.

Subsec. (b)(2). Pub. L. 104–105, § 113(2), substituted ‘‘8-
year’’ for ‘‘5-year’’ in first sentence.

Subsec. (d). Pub. L. 104–105, § 113(3), designated first
sentence of existing provisions as par. (1), inserted
heading, added subpar. (A), and designated part of first
sentence as subpar. (B), designated second sentence of
existing provisions as par. (2), inserted heading, and
substituted ‘‘The regulations referred to in paragraph
(1) shall’’ for ‘‘The regulations shall’’.

1992—Subsecs. (a), (b)(1)(D). Pub. L. 102–552,
§ 308(b)(3)(A), substituted ‘‘December 13, 1991’’ for ‘‘the
date of the enactment of this section’’.

Subsec. (b)(1)(E). Pub. L. 102–552, § 308(b)(3)(B), sub-
stituted ‘‘December 13, 1991’’ for ‘‘the date of the enact-
ment of such Act’’.

Subsec. (b)(2). Pub. L. 102–552, § 308(b)(3)(A), sub-
stituted ‘‘December 13, 1991’’ for ‘‘the date of the enact-
ment of this section’’ in two places.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2279bb–4 of this
title.

§ 2279bb�2. Minimum capital level

(a) In general
Except as provided in subsection (b) of this

section, for purposes of this part, the minimum
capital level for the Corporation shall be an
amount of core capital equal to the sum of

(1) 2.75 percent of the aggregate on-balance
sheet assets of the Corporation, as determined
in accordance with generally accepted ac-
counting principles; and

(2) 0.75 percent of the aggregate off-balance
sheet obligations of the Corporation, which,
for the purposes of this part, shall include

(A) the unpaid principal balance of out-
standing securities that are guaranteed by
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the Corporation and backed by pools of
qualified loans;

(B) instruments that are issued or guaran-
teed by the Corporation and are substan-
tially equivalent to instruments described in
subparagraph (A); and

(C) other off-balance sheet obligations of
the Corporation.

(b) Transition period
(1) In general

For purposes of this part, the minimum cap-
ital level for the Corporation—

(A) prior to January 1, 1997, shall be the
amount of core capital equal to the sum of—

(i) 0.45 percent of aggregate off-balance
sheet obligations of the Corporation;

(ii) 0.45 percent of designated on-balance
sheet assets of the Corporation, as deter-
mined under paragraph (2); and

(iii) 2.50 percent of on-balance sheet as-
sets of the Corporation other than assets
designated under paragraph (2);

(B) during the 1-year period ending Decem-
ber 31, 1997, shall be the amount of core cap-
ital equal to the sum of—

(i) 0.55 percent of aggregate off-balance
sheet obligations of the Corporation;

(ii) 1.20 percent of designated on-balance
sheet assets of the Corporation, as deter-
mined under paragraph (2); and

(iii) 2.55 percent of on-balance sheet as-
sets of the Corporation other than assets
designated under paragraph (2);

(C) during the 1-year period ending Decem-
ber 31, 1998, shall be the amount of core cap-
ital equal to—

(i) if the Corporation’s core capital is not
less than $25,000,000 on January 1, 1998, the
sum of—

(I) 0.65 percent of aggregate off-balance
sheet obligations of the Corporation;

(II) 1.95 percent of designated on-bal-
ance sheet assets of the Corporation, as
determined under paragraph (2); and

(III) 2.65 percent of on-balance sheet
assets of the Corporation other than as-
sets designated under paragraph (2); or

(ii) if the Corporation’s core capital is
less than $25,000,000 on January 1, 1998, the
amount determined under subsection (a) of
this section; and

(D) on and after January 1, 1999, shall be
the amount determined under subsection (a)
of this section.

(2) Designated on-balance sheet assets
For purposes of this subsection, the des-

ignated on-balance sheet assets of the Cor-
poration shall be—

(A) the aggregate on-balance sheet assets
of the Corporation acquired under section
2279aa–6(e) of this title; and

(B) the aggregate amount of qualified
loans purchased and held by the Corporation
under section 2279aa–3(c)(13) of this title.

(Pub. L. 92–181, title VIII, § 8.33, as added Pub. L.
102–237, title V, § 503(b)(2), Dec. 13, 1991, 105 Stat.
1873; amended Pub. L. 104–105, title I, § 114, Feb.
10, 1996, 110 Stat. 166.)

AMENDMENTS

1996—Pub. L. 104–105 amended section generally, sub-
stituting present provisions for provisions relating to
minimum capital level, including general provisions,
provisions relating to 18-month transition, and provi-
sions relating to linked portfolio assets.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2279bb–3,
2279bb–4 of this title.

§ 2279bb�3. Critical capital level

For purposes of this part, the critical capital
level for the Corporation shall be an amount of
core capital equal to 50 percent of the total min-
imum capital amount determined under section
2279bb–2 of this title.

(Pub. L. 92–181, title VIII, § 8.34, as added Pub. L.
102–237, title V, § 503(b)(2), Dec. 13, 1991, 105 Stat.
1874; amended Pub. L. 104–105, title I, § 115, Feb.
10, 1996, 110 Stat. 167.)

AMENDMENTS

1996—Pub. L. 104–105 amended section generally. Prior
to amendment, section read as follows: ‘‘For purposes
of this part, the critical capital level for the Corpora-
tion shall be an amount of core capital equal to the
sum of—

‘‘(1) 1.25 percent of the aggregate on-balance sheet
assets of the Corporation (other than assets referred
to in paragraph (3)), as determined in accordance
with generally accepted accounting principles;

‘‘(2) 0.25 percent of the unpaid principal balance of
outstanding securities guaranteed by the Corporation
and backed by pools of qualified loans and substan-
tially equivalent instruments issued or guaranteed by
the Corporation, and other off-balance sheet obliga-
tions of the Corporation; and

‘‘(3) a percentage of any aggregate assets of the
Corporation acquired pursuant to the linked portfolio
option under section 2279aa–6(g) of this title, which
shall be—

‘‘(A) during the 5-year period beginning on De-
cember 13, 1991, one-half of the percentage that is
determined under section 2279bb–2(c)(1) of this title;
and

‘‘(B) after the expiration of such 5-year period,
1.25 percent of any such aggregate assets.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2279bb–4 of this
title.

§ 2279bb�4. Enforcement levels

(a) In general
The Director shall classify the Corporation,

for purposes of this part, according to the fol-
lowing enforcement levels:

(1) Level I
The Corporation shall be classified as within

level I if the Corporation—
(A) maintains an amount of regulatory

capital that is equal to or exceeds the risk-
based capital level established under section
2279bb–1 of this title; and

(B) equals or exceeds the minimum capital
level established under section 2279bb–2 of
this title.

(2) Level II
The Corporation shall be classified as within

level II if—
(A) the Corporation—
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(i) maintains an amount of regulatory
capital that is less than the risk-based
capital level; and

(ii) equals or exceeds the minimum cap-
ital level; or

(B) the Corporation is otherwise classified
as within level II under subsection (b) of this
section.

(3) Level III
The Corporation shall be classified as within

level III if—
(A) the Corporation—

(i) does not equal or exceed the mini-
mum capital level; and

(ii) equals or exceeds the critical capital
level established under section 2279bb–3 of
this title; or

(B) the Corporation is otherwise classified
as within level III under subsection (b) of
this section.

(4) Level IV
The Corporation shall be classified as within

level IV if the Corporation—
(A) does not equal or exceed the critical

capital level; or
(B) is otherwise classified as within level

IV under subsection (b) of this section.

(b) Discretionary classification
If at any time the Director determines in writ-

ing (and provides written notification to the
Corporation and the Farm Credit Administra-
tion) that the Corporation is taking any action
not approved by the Director that could result
in a rapid depletion of core capital or that the
value of the property subject to mortgages
securitized by the Corporation or property un-
derlying securities guaranteed by the Corpora-
tion, has decreased significantly, the Director
may classify the Corporation—

(1) as within level II, if the Corporation is
otherwise within level I;

(2) as within level III, if the Corporation is
otherwise within level II; or

(3) as within level IV, if the Corporation is
otherwise within level III.

(c) Quarterly determination
The Director shall determine the classifica-

tion of the Corporation for purposes of this part
on not less than a quarterly basis (and as appro-
priate under subsection (b) of this section). The
first such determination shall be made for the
quarter ending March 31, 1992.

(d) Notice
Upon determining under subsection (b) or (c)

of this section that the Corporation is within
level II or III, the Director shall provide written
notice to the Congress and to the Corporation—

(1) that the Corporation is within such level;
(2) that the Corporation is subject to the

provisions of section 2279bb–5 or 2279bb–6 of
this title, as applicable; and

(3) stating the reasons for the classification
of the Corporation within such level.

(e) Implementation
Notwithstanding paragraphs (1) and (2) of sub-

section (a) of this section, during the period be-

ginning on December 13, 1991, and ending on the
effective date of the risk based capital regula-
tion issued by the Director under section
2279bb–1 of this title, the Corporation shall be
classified as within level I if the Corporation
equals or exceeds the minimum capital level es-
tablished under section 2279bb–2 of this title.

(Pub. L. 92–181, title VIII, § 8.35, as added Pub. L.
102–237, title V, § 503(b)(2), Dec. 13, 1991, 105 Stat.
1874; amended Pub. L. 104–105, title I, § 116, Feb.
10, 1996, 110 Stat. 168.)

AMENDMENTS

1996—Subsec. (e). Pub. L. 104–105 substituted ‘‘during
the period beginning on December 13, 1991, and ending
on the effective date of the risk based capital regula-
tion issued by the Director under section 2279bb–1 of
this title,’’ for ‘‘during the 30-month period beginning
on December 13, 1991,’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2279bb–1, 2279cc
of this title.

§ 2279bb�5. Mandatory actions applicable to level
II

(a) Capital restoration plan
If the Corporation is classified as within level

II, the Corporation shall, within the time period
determined by the Director, submit to the Di-
rector a capital restoration plan and, after ap-
proval, carry out the plan.
(b) Restriction on dividends

If the Corporation is classified as within level
II, the Corporation may not make any payment
of dividends that would result in the Corpora-
tion being reclassified as within level III or IV.
(c) Reclassification from level II to level III

The Director shall immediately reclassify the
Corporation as within level III (and the Corpora-
tion shall be subject to the provisions of section
2279bb–6 of this title), if—

(1) the Corporation is within level II; and
(2)(A) the Corporation does not submit a

capital restoration plan that is approved by
the Director; or

(B) the Director determines that the Cor-
poration has failed to make, in good faith, rea-
sonable efforts necessary to comply with such
a capital restoration plan and fulfill the sched-
ule for the plan approved by the Director.

(d) Effective date
This section shall take effect upon the expira-

tion of the 30-month period beginning on Decem-
ber 13, 1991.

(Pub. L. 92–181, title VIII, § 8.36, as added Pub. L.
102–237, title V, § 503(b)(2), Dec. 13, 1991, 105 Stat.
1876.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2279bb–4 of this
title.

§ 2279bb�6. Supervisory actions applicable to
level III

(a) Mandatory supervisory actions
(1) Capital restoration plan

If the Corporation is classified as within
level III, the Corporation shall, within the



Page 1353 TITLE 12—BANKS AND BANKING § 2279cc

time period determined by the Director, sub-
mit to the Director a capital restoration plan
and, after approval, carry out the plan.
(2) Restrictions on dividends

(A) Prior approval
If the Corporation is classified as within

level III, the Corporation—
(i) may not make any payment of divi-

dends that would result in the Corporation
being reclassified as within level IV; and

(ii) may make any other payment of
dividends only if the Director approves the
payment before the payment.

(B) Standard for approval
If the Corporation is classified as within

level III, the Director may approve a pay-
ment of dividends by the Corporation only if
the Director determines that the payment
(i) will enhance the ability of the Corpora-
tion to meet the risk-based capital level and
the minimum capital level promptly, (ii)
will contribute to the long-term safety and
soundness of the Corporation, or (iii) is
otherwise in the public interest.

(3) Reclassification from level III to level IV
The Director shall immediately reclassify

the Corporation as within level IV if—
(A) the Corporation is classified as within

level III; and
(B)(i) the Corporation does not submit a

capital restoration plan that is approved by
the Director; or

(ii) the Director determines that the Cor-
poration has failed to make, in good faith,
reasonable efforts necessary to comply with
such a capital restoration plan and fulfill
the schedule for the plan approved by the Di-
rector.

(b) Discretionary supervisory actions
In addition to any other actions taken by the

Director (including actions under subsection (a)
of this section), the Director may, at any time,
take any of the following actions if the Corpora-
tion is classified as within level III:

(1) Limitation on increase in obligations
Limit any increase in, or order the reduction

of, any obligations of the Corporation, includ-
ing off-balance sheet obligations.
(2) Limitation on growth

Limit or prohibit the growth of the assets of
the Corporation or require contraction of the
assets of the Corporation.
(3) Prohibition on dividends

Prohibit the Corporation from making any
payment of dividends.
(4) Acquisition of new capital

Require the Corporation to acquire new cap-
ital in any form and in any amount sufficient
to provide for the reclassification of the Cor-
poration as within level II.
(5) Restriction of activities

Require the Corporation to terminate, re-
duce, or modify any activity that the Director
determines creates excessive risk to the Cor-
poration.

(6) Conservatorship
Appoint a conservator for the Corporation

consistent with this chapter.

(c) Effective date
This section shall take effect on January 1,

1992.

(Pub. L. 92–181, title VIII, § 8.37, as added Pub. L.
102–237, title V, § 503(b)(2), Dec. 13, 1991, 105 Stat.
1876.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2279bb–4,
2279bb–5, 2279cc of this title.

§ 2279bb�7. Recapitalization of Corporation

(a) Mandatory recapitalization
The Corporation shall increase the core cap-

ital of the Corporation to an amount equal to or
greater than $25,000,000, not later than the ear-
lier of—

(1) the date that is 2 years after February 10,
1996; or

(2) the date that is 180 days after the end of
the first calendar quarter that the aggregate
on-balance sheet assets of the Corporation,
plus the outstanding principal of the off-bal-
ance sheet obligations of the Corporation,
equal or exceed $2,000,000,000.

(b) Raising core capital
In carrying out this section, the Corporation

may issue stock under section 2279aa–4 of this
title and otherwise employ any recognized and
legitimate means of raising core capital in the
power of the Corporation under section 2279aa–3
of this title.

(c) Limitation on growth of total assets
During the 2-year period beginning on Feb-

ruary 10, 1996, the aggregate on-balance sheet as-
sets of the Corporation plus the outstanding
principal of the off-balance sheet obligations of
the Corporation may not exceed $3,000,000,000 if
the core capital of the Corporation is less than
$25,000,000.

(d) Enforcement
If the Corporation fails to carry out subsection

(a) of this section by the date required under
paragraph (1) or (2) of subsection (a) of this sec-
tion, the Corporation may not purchase a new
qualified loan or issue or guarantee a new loan-
backed security until the core capital of the
Corporation is increased to an amount equal to
or greater than $25,000,000.

(Pub. L. 92–181, title VIII, § 8.38, as added Pub. L.
104–105, title I, § 117, Feb. 10, 1996, 110 Stat. 168.)

PART C—RECEIVERSHIP, CONSERVATORSHIP, AND
LIQUIDATION OF FEDERAL AGRICULTURAL
MORTGAGE CORPORATION

§ 2279cc. Conservatorship; liquidation; receiver-
ship

(a) Voluntary liquidation
The Corporation may voluntarily liquidate

only with the consent of, and in accordance with
a plan of liquidation approved by, the Farm
Credit Administration Board.
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(b) Involuntary liquidation
(1) In general

The Farm Credit Administration Board may
appoint a conservator or receiver for the Cor-
poration under the circumstances specified in
section 2183(b) of this title.

(2) Application
In applying section 2183(b) of this title to the

Corporation under paragraph (1)—
(A) the Corporation shall also be consid-

ered insolvent if the Corporation is unable
to pay its debts as they fall due in the ordi-
nary course of business;

(B) a conservator may also be appointed
for the Corporation if the authority of the
Corporation to purchase qualified loans or
issue or guarantee loan-backed securities is
suspended; and

(C) a receiver may also be appointed for
the Corporation if—

(i)(I) the authority of the Corporation to
purchase qualified loans or issue or guar-
antee loan-backed securities is suspended;
or

(II) the Corporation is classified under
section 2279bb–4 of this title as within level
III or IV and the alternative actions avail-
able under part B are not satisfactory; and

(ii) the Farm Credit Administration de-
termines that the appointment of a con-
servator would not be appropriate.

(3) No effect on supervisory actions
The grounds for appointment of a conserva-

tor for the Corporation under this subsection
shall be in addition to those in section
2279bb–6 of this title.

(c) Appointment of conservator or receiver
(1) Qualifications

Notwithstanding section 2183(b) of this title,
if a conservator or receiver is appointed for
the Corporation, the conservator or receiver
shall be—

(A) the Farm Credit Administration or any
other governmental entity or employee, in-
cluding the Farm Credit System Insurance
Corporation; or

(B) any person that—
(i) has no claim against, or financial in-

terest in, the Corporation or other basis
for a conflict of interest as the conservator
or receiver; and

(ii) has the financial and management
expertise necessary to direct the oper-
ations and affairs of the Corporation and,
if necessary, to liquidate the Corporation.

(2) Compensation
(A) In general

A conservator or receiver for the Corpora-
tion and professional personnel (other than a
Federal employee) employed to represent or
assist the conservator or receiver may be
compensated for activities conducted as, or
for, a conservator or receiver.

(B) Limit on compensation
Compensation may not be provided in

amounts greater than the compensation paid

to employees of the Federal Government for
similar services, except that the Farm Cred-
it Administration may provide for com-
pensation at higher rates that are not in ex-
cess of rates prevailing in the private sector
if the Farm Credit Administration deter-
mines that compensation at higher rates is
necessary in order to recruit and retain com-
petent personnel.
(C) Contractual arrangements

The conservator or receiver may contract
with any governmental entity, including the
Farm Credit System Insurance Corporation,
to make personnel, services, and facilities of
the entity available to the conservator or re-
ceiver on such terms and compensation ar-
rangements as shall be mutually agreed, and
each entity may provide the same to the
conservator or receiver.

(3) Expenses
A valid claim for expenses of the con-

servatorship or receivership (including com-
pensation under paragraph (2)) and a valid
claim with respect to a loan made under sub-
section (f) of this section shall—

(A) be paid by the conservator or receiver
from funds of the Corporation before any
other valid claim against the Corporation;
and

(B) may be secured by a lien, on such prop-
erty of the Corporation as the conservator or
receiver may determine, that shall have pri-
ority over any other lien.

(4) Liability
If the conservator or receiver for the Cor-

poration is not a Federal entity, or an officer
or employee of the Federal Government, the
conservator or receiver shall not be personally
liable for damages in tort or otherwise for an
act or omission performed pursuant to and in
the course of the conservatorship or receiver-
ship, unless the act or omission constitutes
gross negligence or any form of intentional
tortious conduct or criminal conduct.
(5) Indemnification

The Farm Credit Administration may allow
indemnification of the conservator or receiver
from the assets of the conservatorship or re-
ceivership on such terms as the Farm Credit
Administration considers appropriate.

(d) Judicial review of appointment
(1) In general

Notwithstanding subsection (i)(1) of this sec-
tion, not later than 30 days after a conservator
or receiver is appointed under subsection (b) of
this section, the Corporation may bring an ac-
tion in the United States District Court for
the District of Columbia for an order requiring
the Farm Credit Administration Board to re-
move the conservator or receiver. The court
shall, on the merits, dismiss the action or di-
rect the Farm Credit Administration Board to
remove the conservator or receiver.
(2) Stay of other actions

On the commencement of an action under
paragraph (1), any court having jurisdiction of
any other action or enforcement proceeding
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authorized under this chapter to which the
Corporation is a party shall stay the action or
proceeding during the pendency of the action
for removal of the conservator or receiver.

(e) General powers of conservator or receiver
The conservator or receiver for the Corpora-

tion shall have such powers to conduct the con-
servatorship or receivership as shall be provided
pursuant to regulations adopted by the Farm
Credit Administration Board. Such powers shall
be comparable to the powers available to a con-
servator or receiver appointed pursuant to sec-
tion 2183(b) of this title.

(f) Borrowings for working capital

(1) In general
If the conservator or receiver of the Corpora-

tion determines that it is likely that there
will be insufficient funds to pay the ongoing
administrative expenses of the conservator-
ship or receivership or that there will be insuf-
ficient liquidity to fund maturing obligations
of the conservatorship or receivership, the
conservator or receiver may borrow funds in
such amounts, from such sources, and at such
rates of interest as the conservator or receiver
considers necessary or appropriate to meet the
administrative expenses or liquidity needs of
the conservatorship or receivership.

(2) Working capital from Farm Credit banks
A Farm Credit bank may loan funds to the

conservator or receiver for a loan authorized
under paragraph (1) or, in the event of receiv-
ership, a Farm Credit bank may purchase as-
sets of the Corporation.

(g) Agreements against interests of conservator
or receiver

No agreement that tends to diminish or defeat
the right, title, or interest of the conservator or
receiver for the Corporation in any asset ac-
quired by the conservator or receiver as con-
servator or receiver for the Corporation shall be
valid against the conservator or receiver unless
the agreement—

(1) is in writing;
(2) is executed by the Corporation and any

person claiming an adverse interest under the
agreement, including the obligor, contempora-
neously with the acquisition of the asset by
the Corporation;

(3) is approved by the Board or an appro-
priate committee of the Board, which approval
shall be reflected in the minutes of the Board
or committee; and

(4) has been, continuously, from the time of
the agreement’s execution, an official record
of the Corporation.

(h) Report to Congress
On a determination by the receiver for the

Corporation that there are insufficient assets of
the receivership to pay all valid claims against
the receivership, the receiver shall submit to
the Secretary of the Treasury, the Committee
on Agriculture of the House of Representatives,
and the Committee on Agriculture, Nutrition,
and Forestry of the Senate a report on the fi-
nancial condition of the receivership.

(i) Termination of authorities
(1) Corporation

The charter of the Corporation shall be can-
celed, and the authority provided to the Cor-
poration by this subchapter shall terminate,
on such date as the Farm Credit Administra-
tion Board determines is appropriate following
the placement of the Corporation in receiver-
ship, but not later than the conclusion of the
receivership and discharge of the receiver.
(2) Oversight

The Office of Secondary Market Oversight
established under section 2279aa–11 of this
title shall be abolished, and section
2279aa–11(a) of this title and part B shall have
no force or effect, on such date as the Farm
Credit Administration Board determines is ap-
propriate following the placement of the Cor-
poration in receivership, but not later than
the conclusion of the receivership and dis-
charge of the receiver.

(Pub. L. 92–181, title VIII, § 8.41, as added Pub. L.
104–105, title I, § 118, Feb. 10, 1996, 110 Stat. 168.)
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CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in section 1824 of this title;
title 42 sections 8814, 8835.

§ 2281. Congressional findings and declaration of
purpose

The Congress finds that demands for funds
through Federal and federally assisted borrow-
ing programs are increasing faster than the
total supply of credit and that such borrowings
are not adequately coordinated with overall
Federal fiscal and debt management policies.
The purpose of this chapter is to assure coordi-
nation of these programs with the overall eco-
nomic and fiscal policies of the Government, to
reduce the cost of Federal and federally assisted
borrowings from the public, and to assure that
such borrowings are financed in a manner least
disruptive of private financial markets and in-
stitutions.

(Pub. L. 93–224, § 2, Dec. 29, 1973, 87 Stat. 937.)

EFFECTIVE DATE

Section 20 of Pub. L. 93–224 provided that: ‘‘This Act
[enacting this chapter and amending section 24 of this
title] becomes effective upon the date of its enactment
[Dec. 29, 1973], except that section 7 [section 2286 of this
title] becomes effective upon the expiration of thirty
days after such date [Dec. 29, 1973].’’

SHORT TITLE

Section 1 of Pub. L. 93–224 provided: ‘‘That this Act
[enacting this chapter and amending section 24 of this
title] may be cited as the ‘Federal Financing Bank Act
of 1973’.’’

SEPARABILITY

Section 19 of Pub. L. 93–224 provided that: ‘‘If any pro-
vision of this Act [enacting this chapter and amending
section 24 of this title], or the application thereof to
any person or circumstance, is held invalid, the valid-
ity of the remainder of the Act [this chapter], and the
application of such provisions to other persons or cir-
cumstances, shall not be affected.’’

EXECUTIVE ORDER NO. 11782

Ex. Ord. No. 11782, May 6, 1974, 39 F.R. 15991, which es-
tablished the Federal Financing Bank Advisory Council
and provided for its membership, functions, etc., was
revoked by Ex. Ord. No. 12379, § 15, Aug. 17, 1982, 47 F.R.
36099, set out as a note under section 14 of the Federal
Advisory Committee Act in the Appendix to Title 5,
Government Organization and Employees.

TERMINATION OF ADVISORY COUNCILS

Advisory councils established after Jan. 5, 1973, to
terminate not later than the expiration of the 2-year
period beginning on the date of their establishment,
unless, in the case of a council established by the Presi-
dent or an officer of the Federal Government, such
council is renewed by appropriate action prior to the
expiration of such 2-year period, or in the case of a
council established by the Congress, its duration is
otherwise provided for by law. See sections 3(2) and 14
of Pub. L. 92–463, Oct. 6, 1972, 86 Stat. 770, 776, set out

in the Appendix to Title 5, Government Organization
and Employees.

§ 2282. Definitions

For the purposes of this chapter—
(1) The term ‘‘Federal agency’’ means an exec-

utive department, an independent Federal estab-
lishment, or a corporation or other entity estab-
lished by the Congress which is owned in whole
or in part by the United States.

(2) The term ‘‘obligation’’ means any note,
bond, debenture, or other evidence of indebted-
ness, but does not include Federal Reserve notes
or stock evidencing an ownership interest in the
issuing Federal agency.

(3) The term ‘‘guarantee’’ means any guaran-
tee, insurance, or other pledge with respect to
the payment of all or part of the principal or in-
terest on any obligation, but does not include
the insurance of deposits, shares, or other with-
drawable accounts in financial institutions, or
any guarantee or pledge arising out of a statu-
tory obligation to insure such deposits, shares,
or other withdrawable accounts.

(4) The term ‘‘Bank’’ means the Federal Fi-
nancing Bank established by section 2283 of this
title.

(Pub. L. 93–224, § 3, Dec. 29, 1973, 87 Stat. 937.)

§ 2283. Creation of Federal Financing Bank

There is hereby created a body corporate to be
known as the Federal Financing Bank, which
shall have succession until dissolved by an Act
of Congress. The Bank shall be subject to the
general supervision and direction of the Sec-
retary of the Treasury. The Bank shall be an in-
strumentality of the United States Government
and shall maintain such offices as may be nec-
essary or appropriate in the conduct of its busi-
ness.

(Pub. L. 93–224, § 4, Dec. 29, 1973, 87 Stat. 937.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2282 of this title;
title 31 section 305.

§ 2284. Board of Directors

(a) The Bank shall have a Board of Directors
consisting of five persons, one of whom shall be
the Secretary of the Treasury as Chairman of
the Board, and four of whom shall be appointed
by the President from among the officers or em-
ployees of the Bank or of any Federal agency.
The Chairman and each other member of the
Board may designate some other officer or em-
ployee of the Government to serve in his place.

(b) The Board of Directors shall meet at the
call of its Chairman. The Board shall determine
the general policies which shall govern the oper-
ations of the Bank. The Chairman of the Board
shall select and effect the appointment of quali-
fied persons to fill such offices as may be pro-
vided for in the bylaws, and such persons shall
be the executive officers of the Bank and shall
discharge such executive functions, powers, and
duties as may be provided for in the bylaws or
by the Board of Directors. The members of the
Board and their designees shall not receive com-
pensation for their services on the Board.

(Pub. L. 93–224, § 5, Dec. 29, 1973, 87 Stat. 937.)
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§ 2285. Functions

(a) Purchase and sale of obligations issued, sold,
or guaranteed by Federal agencies

The Bank is authorized to make commitments
to purchase and sell, and to purchase and sell on
terms and conditions determined by the Bank,
any obligation which is issued, sold, or guaran-
teed by a Federal agency. Any Federal agency
which is authorized to issue, sell, or guarantee
any obligation is authorized to issue or sell such
obligations directly to the Bank.

(b) Yield
Any purchase by the Bank shall be upon such

terms and conditions as to yield a return at a
rate not less than a rate determined by the Sec-
retary of the Treasury taking into consideration
(1) the current average yield on outstanding
marketable obligations of the United States of
comparable maturity, or (2) whenever the
Bank’s own obligations outstanding are suffi-
cient, the current average yield on outstanding
obligations of the Bank of comparable maturity.

(c) Fees
The Bank is authorized to charge fees for its

commitments and other services adequate to
cover all expenses and to provide for the accu-
mulation of reasonable contingency reserves.

(Pub. L. 93–224, § 6, Dec. 29, 1973, 87 Stat. 938.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2290, 2294 of this
title; title 2 section 661d; title 48 section 1423a.

§ 2285a. Acquisition of obligations involving loan
guarantees for New York City

Nothing in any provision of law shall be con-
strued to authorize the Federal Financing Bank
to acquire any obligation the payment of inter-
est or principal of which has at any time been
guaranteed in whole or in part under title I of
the New York City Loan Guarantee Act of 1978.

(Pub. L. 95–339, title II, § 201(b), Aug. 8, 1978, 92
Stat. 467.)

REFERENCES IN TEXT

Title I of the New York City Loan Guarantee Act of
1978, referred to in text, is title I of Pub. L. 95–339, Aug.
8, 1978, 92 Stat. 460, as amended, which was classified
generally to subchapter II (§ 1521 et seq.) of chapter 27
of former Title 31, and was omitted from the Code in
the general revision and reenactment of Title 31,
Money and Finance, by Pub. L. 97–258, Sept. 13, 1982, 96
Stat. 877.

CODIFICATION

Section was enacted as part of the New York City
Loan Guarantee Act of 1978, and not as part of the Fed-
eral Financing Bank Act of 1973 which comprises this
chapter.

§ 2286. Approval of financing plans by Secretary
of the Treasury

(a) Method, source, timing, terms, and conditions
of sale of obligations issued or sold by Fed-
eral agencies

To insure the orderly and coordinated market-
ing of Treasury and Federal agency obligations
and appropriate financing planning with respect

thereto, and to facilitate the effective financing
of programs authorized by law subject to the ap-
plicable provisions of such law, the prior ap-
proval of the Secretary of the Treasury shall be
required with respect to—

(1) the method of financing,
(2) the source of financing,
(3) the timing of financing in relation to

market conditions and financing by other Fed-
eral agencies, and

(4) the financing terms and conditions, in-
cluding rates of interest and maturities,

of obligations issued or sold by any Federal
agency; except that the approval of the Sec-
retary of the Treasury shall not be required with
respect to (A) obligations issued or sold pursu-
ant to an Act of Congress which expressly pro-
hibits any guarantee of such obligations by the
United States, and (B) obligations issued or sold
by the Farmers Home Administration.
(b) Grant or denial of approval by Secretary

Upon receipt of a request from a Federal agen-
cy for his approval under subsection (a) of this
section, the Secretary of the Treasury shall act
promptly either to grant his approval or to ad-
vise the agency of the reasons for withholding
his approval. In no case shall the Secretary of
the Treasury withhold such approval for a pe-
riod longer than sixty days unless, prior to the
end of such period, he submits to the Congress a
detailed explanation of his reasons for so doing.
In no case shall the Secretary withhold such ap-
proval for a period longer than one hundred and
twenty days. To the maximum extent prac-
ticable, withholdings of approval shall be made
in a manner which is not disproportionately det-
rimental to the functioning of any particular
type of Federal program. Expedited treatment
shall be accorded in any case in which the Fed-
eral agency advises the Secretary of the Treas-
ury that unusual circumstances require such
treatment.
(c) Time and form for submission of financing

plans
Federal agencies subject to this section shall

submit financing plans to the Secretary of the
Treasury at such times and in such forms as he
shall prescribe.

(Pub. L. 93–224, § 7, Dec. 29, 1973, 87 Stat. 938.)

EFFECTIVE DATE

Section effective on expiration of 30 days after Dec.
29, 1973, see section 20 of Pub. L. 93–224, set out as a
note under section 2281 of this title.

§ 2287. Initial capital

The Secretary of the Treasury is authorized to
advance the funds necessary to provide initial
capital to the Bank. Each such advance shall be
upon such terms and conditions as to yield a re-
turn at a rate not less than a rate determined by
the Secretary of the Treasury, taking into con-
sideration the current average yield on out-
standing marketable obligations of the United
States of comparable maturity. Interest pay-
ments on such advances may be deferred, at the
discretion of the Secretary, but any such de-
ferred payments shall themselves bear interest
at the rate specified in this section. There is au-
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thorized to be appropriated not to exceed
$100,000,000, which shall be available for the pur-
poses of this section without fiscal year limita-
tion.

(Pub. L. 93–224, § 8, Dec. 29, 1973, 87 Stat. 939.)

§ 2288. Bank obligations

(a) Maximum amount of obligations issued pub-
licly and outstanding at any one time

The Bank is authorized, with the approval of
the Secretary of the Treasury, to issue publicly
and have outstanding at any one time not in ex-
cess of $15,000,000,000, or such additional
amounts as may be authorized in appropriations
Acts, of obligations having such maturities and
bearing such rate or rates of interest as may be
determined by the Bank. Such obligations may
be redeemable at the option of the Bank before
maturity in such manner as may be stipulated
therein. So far as is feasible, the debt structure
of the Bank shall be commensurate with its
asset structure.
(b) Purchase and sale of obligations of Federal

Financing Bank by Secretary of the Treasury
as public debt transactions

The Bank is also authorized to issue its obli-
gations to the Secretary of the Treasury and the
Secretary of the Treasury may in his discretion
purchase or agree to purchase any such obliga-
tions, and for such purpose the Secretary of the
Treasury is authorized to use as a public debt
transaction the proceeds of the sale of any secu-
rities hereafter issued under chapter 31 of title
31, and the purposes for which securities may be
issued under chapter 31 of title 31 are extended
to include such purchases. Each purchase of ob-
ligations by the Secretary of the Treasury under
this subsection shall be upon such terms and
conditions as to yield a return at a rate not less
than a rate determined by the Secretary of the
Treasury, taking into consideration the current
average yield on outstanding marketable obliga-
tions of the United States of comparable matu-
rity. The Secretary of the Treasury may sell,
upon such terms and conditions and at such
price or prices as he shall determine, any of the
obligations acquired by him under this sub-
section. All purchases and sales by the Sec-
retary of the Treasury of such obligations under
this subsection shall be treated as public debt
transactions of the United States.
(c) Authority of Federal Financing Bank to re-

quire Secretary of the Treasury to purchase
obligations of the Bank

The Bank may require the Secretary of the
Treasury to purchase obligations of the Bank is-
sued pursuant to subsection (b) of this section in
such amounts as will not cause the holding by
the Secretary of the Treasury resulting from
such required purchases to exceed $5,000,000,000
at any one time. This subsection shall not be
construed as limiting the authority of the Sec-
retary to purchase obligations of the Bank in
excess of such amount.
(d) Bank obligations as lawful investments

Obligations of the Bank issued pursuant to
this section shall be lawful investments, and
may be accepted as security for all fiduciary,

trust, and public funds, the investment or de-
posit of which shall be under the authority or
control of the United States, the District of Co-
lumbia, the Commonwealth of Puerto Rico, or
any territory or possession of the United States,
or any agency or instrumentality of any of the
foregoing, or any officer or officers thereof.

(Pub. L. 93–224, § 9, Dec. 29, 1973, 87 Stat. 939.)

CODIFICATION

In subsec. (b), ‘‘chapter 31 of title 31’’ substituted for
‘‘the Second Liberty Bond Act’’ on authority of Pub. L.
97–258, § 4(b), Sept. 13, 1982, 96 Stat. 1067, the first sec-
tion of which enacted Title 31, Money and Finance.

§ 2289. General powers

The Bank shall have power—
(1) to sue and be sued, complain, and defend,

in its corporate name;
(2) to adopt, alter, and use a corporate seal,

which shall be judicially noticed;
(3) to adopt, amend, and repeal bylaws, rules,

and regulations as may be necessary for the
conduct of its business;

(4) to conduct its business, carry on its oper-
ations, and have offices and exercise the pow-
ers granted by this chapter in any State with-
out regard to any qualification or similar stat-
ute in any State;

(5) to lease, purchase, or otherwise acquire,
own, hold, improve, use, or otherwise deal in
and with any property, real, personal, or
mixed, or any interest therein, wherever situ-
ated;

(6) to accept gifts or donations of services, or
of property, real, personal, or mixed, tangible
or intangible, in aid of any of the purposes of
the Bank;

(7) to sell, convey, mortgage, pledge, lease,
exchange, and otherwise dispose of its prop-
erty and assets;

(8) to appoint such officers, attorneys, em-
ployees, and agents as may be required, to de-
fine their duties, to fix and to pay such com-
pensation for their services as may be deter-
mined, subject to the civil service and classi-
fication laws, to require bonds for them and
pay the premium thereof;

(9) to enter into contracts, to execute instru-
ments to incur liabilities, and to do all things
as are necessary or incidental to the proper
management of its affairs and the proper con-
duct of its business;

(10) to act through any corporate or other
agency or instrumentality of the United
States, and to utilize the services thereof on a
reimbursable basis, and any such agency or in-
strumentality is authorized to provide serv-
ices as requested by the Bank; and

(11) to determine the character of and the
necessity for its obligations and expenditures,
and the manner in which they shall be in-
curred, allowed, and paid, subject to provi-
sions of law specifically applicable to Govern-
ment corporations.

(Pub. L. 93–224, § 10, Dec. 29, 1973, 87 Stat. 940.)

REFERENCES IN TEXT

The civil service laws, referred to in par. (8), are set
forth in Title 5, Government Organization and Employ-
ees. See, particularly, section 3301 et seq. of Title 5.
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The classification laws, referred to in par. (8), are
classified to chapter 51 (§ 5101 et seq.) and subchapter III
(§ 5331 et seq.) of chapter 53 of Title 5.

§ 2290. Exemptions

(a) Federal, State, and local taxes
The Bank, its property, its franchise, capital,

reserves, surplus, security holdings, and other
funds, and its income shall be exempt from all
taxation now or hereafter imposed by the United
States or by any State or local taxing authority;
except that (1) any real property and any tan-
gible personal property of the Bank shall be sub-
ject to Federal, State, and local taxation to the
same extent according to its value as other such
property is taxed, and (2) any obligations issued
by the Bank shall be subject to Federal taxation
to the same extent as the obligations of private
corporations are taxed.

(b) Exempt securities
All obligations issued by the Bank pursuant to

this chapter shall be deemed to be exempted se-
curities within the meaning of sections 77c(a)(2),
77ddd(a)(4), and 78c(a)(12) of title 15.

(c) Budget status of Federal agencies; restric-
tions

Nothing herein shall affect the budget status
of the Federal agencies selling obligations to the
Bank under section 2285(a) of this title, or the
method of budget accounting for their trans-
actions. The receipts and disbursements of the
Bank in the discharge of its functions shall not
be included in the totals of the budget of the
United States Government and shall be exempt
from any general limitation imposed by statute
on expenditures and net lending (budget out-
lays) of the United States.

(Pub. L. 93–224, § 11, Dec. 29, 1973, 87 Stat. 940.)

§ 2291. Preparation of obligations

In order to furnish obligations for delivery by
the Bank, the Secretary of the Treasury is au-
thorized to prepare such obligations in such
form as the Bank may approve, such obligations
when prepared to be held in the Treasury subject
to delivery upon order by the Bank. The en-
graved plates, dies, bed pieces, and other mate-
rial executed in connection therewith, shall re-
main in the custody of the Secretary of the
Treasury. The Bank shall reimburse the Sec-
retary of the Treasury for any expenditures
made in preparation, custody, and delivery of
such obligations.

(Pub. L. 93–224, § 12, Dec. 29, 1973, 87 Stat. 941.)

§ 2292. Annual report to the President and Con-
gress

The Bank shall, as soon as practicable after
the end of each fiscal year, transmit to the
President and the Congress an annual report of
its operations and activities.

(Pub. L. 93–224, § 13, Dec. 29, 1973, 87 Stat. 941.)

§ 2293. Budget and audit provisions of Govern-
ment corporation control law applicable

The budget and audit provisions of chapter 91
of title 31 shall be applicable to the Federal Fi-

nancing Bank in the same manner as they are
applied to the wholly owned Government cor-
porations named in section 9101(3) of title 31.

(Pub. L. 93–224, § 15, Dec. 29, 1973, 87 Stat. 941.)

CODIFICATION

‘‘Chapter 91 of title 31’’ and ‘‘section 9101(3) of title
31’’ substituted in text for ‘‘the Government Corpora-
tion Control Act (31 U.S.C. 841 et seq.)’’ and ‘‘section 101
of such Act (31 U.S.C. 846)’’, respectively, on authority
of Pub. L. 97–258, § 4(b), Sept. 13, 1982, 96 Stat. 1067, the
first section of which enacted Title 31, Money and Fi-
nance.

§ 2294. Payments on behalf of public bodies

(a) Notwithstanding any other provision of
this chapter, the purchase by the Bank of the
obligations of any local public body or agency
within the United States shall be made upon
such terms and conditions as may be necessary
to avoid an increase in borrowing costs to such
local public body or agency as a result of the
purchase by the Bank of its obligations. The
head of the Federal agency guaranteeing such
obligations, in consultation with the Secretary
of the Treasury, shall estimate the borrowing
costs that would be incurred by the local public
body or agency if its obligations were not sold
to the Bank.

(b) The Federal agency guaranteeing obliga-
tions purchased by the Bank may contract to
make periodic payments to the Bank which
shall be sufficient to offset the costs to the
Bank of purchasing obligations of local public
bodies or agencies upon terms and conditions as
prescribed in this section rather than as pre-
scribed by section 2285 of this title. Such con-
tracts may be made in advance of appropriations
therefor, and appropriations for making pay-
ments under such contracts are hereby author-
ized.

(Pub. L. 93–224, § 16, Dec. 29, 1973, 87 Stat. 941.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2294a of this
title; title 42 section 1437q.

§ 2294a. Contracts for periodic payments to offset
costs of purchase of obligations of local pub-
lic housing agencies

In addition to any authority provided before
October 1, 1981, the Secretary of Housing and
Urban Development may, on and after October 1,
1981, enter into contracts for periodic payments
to the Federal Financing Bank to offset the
costs to the Bank of purchasing obligations (as
described in the first sentence of section 2294(b)
of this title) issued by local public housing agen-
cies for purposes of financing public housing
projects authorized by section 1437c(c) of title
42. Notwithstanding any other provision of law,
such contracts may be entered into only to the
extent approved in appropriation Acts, and the
aggregate amount which may be obligated over
the duration of such contracts may not exceed
$400,000,000. There are hereby authorized to be
appropriated any amounts necessary to provide
for such payments. The authority to enter into
contracts under this subsection shall be in lieu
of any authority (except for authority provided



Page 1360TITLE 12—BANKS AND BANKING§ 2295

specifically to the Secretary before October 1,
1981) of the Secretary to enter into contracts for
such purposes under section 2294(b) of this title.

(Pub. L. 97–35, title III, § 329E, Aug. 13, 1981, 95
Stat. 410.)

CODIFICATION

Section was enacted as part of the Housing and Com-
munity Development Amendments of 1981 and also as
part of the Omnibus Budget Reconciliation Act of 1981,
and not as part of the Federal Financing Bank Act of
1973 which comprises this chapter.

EFFECTIVE DATE

Section effective Oct. 1, 1981, see section 371 of Pub.
L. 97–35, set out as a note under section 3701 of this
title.

§ 2295. Authority or responsibility under other
provisions of law not to be affected or im-
paired

Nothing in this chapter shall be construed as
impairing any authority or responsibility of the
President or the Secretary of the Treasury
under any other provision of law, nor shall any-
thing in this chapter affect in any manner any
provision of law concerning the right of any
Federal agency to sell obligations to the Sec-
retary of the Treasury or the authority or re-
sponsibility of the Secretary of the Treasury to
purchase such obligations.

(Pub. L. 93–224, § 17, Dec. 29, 1973, 87 Stat. 942.)

§ 2296. Increase not authorized in amounts of ob-
ligations issued, sold, or guaranteed by Fed-
eral agencies

Nothing in this chapter shall be construed as
authorizing an increase in the amounts of obli-
gations issued, sold, or guaranteed by any Fed-
eral agency which issues, sells, or guarantees
obligations purchased by the Bank.

(Pub. L. 93–224, § 18, Dec. 29, 1973, 87 Stat. 942.)

CHAPTER 25�NATIONAL COMMISSION ON
ELECTRONIC FUND TRANSFERS

Sec.
2401. Establishment of Commission.
2402. Membership of Commission.

(a) Composition.
(b) Designation of Chairperson.
(c) Vacancies.

2403. Functions of Commission.
(a) Study, investigation, and recom-

mendations; considerations.
(b) Interim and final reports; submission

dates; transmittal of final report to
President and Congress; contents;
availability to public; termination
date of Commission.

(c) Clearance by Federal agencies prior
to transmittal of interim or final
report.

2404. Powers of Commission.
(a) Hearings; administration of oaths.
(b) Implementation authority of mem-

bers or agents of Commission.
(c) Request for information from other

Federal departments or agencies.
(d) Issuance of subpenas for attendance

of witnesses and production of evi-
dence; refusal to obey; contempt
proceedings; manner of service of
subpenas; service of process.

Sec.
2405. Executive Director and additional staff per-

sonnel; appointment and compensation; ex-
perts and consultants; employment and
compensation; audits by Comptroller Gen-
eral.

2406. Compensation of members of Commission.
2407. Cooperation and assistance of other Federal

departments, agencies, and instrumental-
ities.

2408. Authorization of appropriations.

§ 2401. Establishment of Commission

There is established the National Commission
on Electronic Fund Transfers (hereinafter re-
ferred to as the ‘‘Commission’’) which shall be
an independent instrumentality of the United
States.

(Pub. L. 93–495, title II, § 201, Oct. 28, 1974, 88
Stat. 1508.)

§ 2402. Membership of Commission

(a) Composition
The Commission shall be composed of twenty-

six members as follows:
(1) the Chairman of the Board of Governors

of the Federal Reserve System or his delegate;
(2) the Attorney General or his delegate;
(3) the Comptroller of the Currency or his

delegate;
(4) the Chairman of the Federal Home Loan

Bank Board or his delegate;
(5) the Administrator of the National Credit

Union Administration or his delegate;
(6) the Chairman of the Board of Directors of

the Federal Deposit Insurance Corporation or
his delegate;

(7) the Chairman of the Federal Communica-
tions Commission or his delegate;

(8) the Postmaster General or his delegate;
(9) the Secretary of the Treasury or his dele-

gate;
(10) the Chairman of the Federal Trade Com-

mission or his delegate;
(11) two individuals, appointed by the Presi-

dent, one of whom is an official of a State
agency which regulates banking, or similar fi-
nancial institutions, and one of whom is an of-
ficial of a State agency which regulates thrift
or similar financial institutions;

(12) seven individuals, appointed by the
President, who are officers or employees of, or
who otherwise represent banking, thrift, or
other business entities, including one rep-
resentative each of commercial banks, mutual
savings banks, savings and loan associations,
credit unions, retailers, nonbanking institu-
tions offering credit card services, and organi-
zations providing interchange services for
credit cards issued by banks;

(13) five individuals, appointed by the Presi-
dent, from private life who are not affiliated
with, do not represent and have no substantial
interest in any banking, thrift, or other finan-
cial institution, including but not limited to
credit unions, retailers, and insurance compa-
nies;

(14) the Comptroller General of the United
States or his delegate; and

(15) the Director of the Office of Technology
Assessment.
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1 So in original. Probably should be ‘‘or’’.

(b) Designation of Chairperson
The Chairperson shall be designated by the

President at the time of his appointment from
among the members of the Commission and such
selection shall be by and with the advice and
consent of the Senate unless the appointee holds
an office to which he was appointed by and with
the advice and consent of the Senate.
(c) Vacancies

A vacancy in the Commission shall be filled in
the manner in which the original appointment
was made.

(Pub. L. 93–495, title II, § 202, Oct. 28, 1974, 88
Stat. 1508.)

TRANSFER OF FUNCTIONS

Federal Home Loan Bank Board abolished and func-
tions transferred, see sections 401 to 406 of Pub. L.
101–73, set out as a note under section 1437 of this title.

§ 2403. Functions of Commission

(a) Study, investigation, and recommendations;
considerations

The Commission shall conduct a thorough
study and investigation and recommend appro-
priate administrative action and legislation nec-
essary in connection with the possible develop-
ment of public or private electronic fund trans-
fer systems, taking into account, among other
things—

(1) the need to preserve competition among
the financial institutions and other business
enterprises using such a system;

(2) the need to promote competition among
financial institutions and to assure Govern-
ment regulation and involvement or participa-
tion in a system competitive with the private
sector be kept to a minimum;

(3) the need to prevent unfair or discrimina-
tory practices by any financial institution or
business enterprise using or desiring to use
such a system;

(4) the need to afford maximum user and
consumer convenience;

(5) the need to afford maximum user and
consumer rights to privacy and confidential-
ity;

(6) the impact of such a system on economic
and monetary policy;

(7) the implications of such a system on the
availability of credit;

(8) the implications of such a system expand-
ing internationally and into other forms of
electronic communications; and

(9) the need to protect the legal rights of
users and consumers.

(b) Interim and final reports; submission dates;
transmittal of final report to President and
Congress; contents; availability to public; ter-
mination date of Commission

The Commission shall make an interim report
within one year of the date of the confirmation
by the Senate of the Chairperson or the appoint-
ment by the President of an acting Chairperson
and at such other times as it deems advisable
and shall transmit to the President and to the
Congress not later than two years after the date
of the confirmation by the Senate of the Chair-
person or the appointment by the President of

an acting Chairperson, a final report of its find-
ings and recommendations. Any such report
shall include all hearing transcripts, staff stud-
ies, and other material used in preparation of
the report. The interim and final reports shall
be made available to the public upon transmit-
tal. Sixty days after transmission of its final re-
port the Commission shall cease to exist.
(c) Clearance by Federal agencies prior to trans-

mittal of interim or final report
The Commission shall not be required to ob-

tain the clearance of any Federal agency prior
to the transmittal of any interim or final re-
port.

(Pub. L. 93–495, title II, § 203, Oct. 28, 1974, 88
Stat. 1508; Pub. L. 94–200, title II, § 201, Dec. 31,
1975, 89 Stat. 1124.)

AMENDMENTS

1975—Subsec. (b). Pub. L. 94–200 changed the time for
submission of interim and final reports from one year
of the Commission’s findings and recommendations and
two years after Oct. 28, 1974, to one year and two years
respectively after the confirmation by the Senate of
the Chairperson or the appointment by the President of
an acting Chairperson.

§ 2404. Powers of Commission

(a) Hearings; administration of oaths
The Commission may for the purpose of carry-

ing out this chapter hold such hearings, sit and
act at such times and places, take such testi-
mony, and receive such evidence, as the Com-
mission may deem advisable. The Commission
may administer oaths of 1 affirmations to wit-
nesses appearing before it.
(b) Implementation authority of members or

agents of Commission
When so authorized by the Commission, any

member or agent of the Commission may take
any action which the Commission is authorized
to take by this section.
(c) Request for information from other Federal

departments or agencies
The Commission may secure directly from any

department or agency of the United States in-
formation necessary to enable it to carry out
this chapter. Upon request of the Chairperson of
the Commission, the head of such department or
agency shall furnish such information to the
Commission.
(d) Issuance of subpenas for attendance of wit-

nesses and production of evidence; refusal to
obey; contempt proceedings; manner of serv-
ice of subpenas; service of process

(1) The Commission shall have power to issue
subpenas requiring the attendance and testi-
mony of witnesses and the production of any
evidence that relates to any matter under inves-
tigation by the Commission. Such attendance of
witnesses and the production of such evidence
may be required from any place within the
United States at any designated place of hearing
within the United States.

(2) If a person issued a subpena under para-
graph (1) refuses to obey such subpena or is



Page 1362TITLE 12—BANKS AND BANKING§ 2405

guilty of contumacy, any court of the United
States within the judicial district within which
the hearing is conducted or within the judicial
district within which such person is found or re-
sides or transacts business may (upon applica-
tion by the Commission) order such person to
appear before the Commission to produce evi-
dence or to give testimony touching the matter
under investigation. Any failure to obey such
order of the court may be punished by such
court as a contempt thereof.

(3) The subpenas of the Commission shall be
served in the manner provided for subpenas is-
sued by a United States district court under the
Federal Rules of Civil Procedure for the United
States district courts.

(4) All process of any court to which applica-
tion may be made under this section may be
served in the judicial district wherein the person
required to be served resides or may be found.

(Pub. L. 93–495, title II, § 204, Oct. 28, 1974, 88
Stat. 1509.)

REFERENCES IN TEXT

This chapter, referred to in subsecs. (a) and (c), was
in the original ‘‘this Act’’, meaning Pub. L. 93–495,
which enacted this chapter (§ 2401 et seq.). For complete
classification of this Act to the Code, see Tables.

§ 2405. Executive Director and additional staff
personnel; appointment and compensation;
experts and consultants; employment and
compensation; audits by Comptroller Gen-
eral

(a) The Commission—
(1) may appoint with the advice and consent

of the Senate and fix the compensation of an
Executive Director, and such additional staff
personnel as he deems necessary, without re-
gard to the provisions of title 5 governing ap-
pointments in the competitive service, and
without regard to chapter 51 and subchapter
III of chapter 53 of such title relating to classi-
fication and General Schedule pay rates, but
at rates not in excess of the maximum rate for
GS–18 of the General Schedule under section
5332 of such title; and

(2) may procure temporary and intermittent
services to the same extent as is authorized by
section 3109 of title 5, but at rates not to ex-
ceed $150 a day for individuals.

(b) The Comptroller General is authorized to
make detailed audits of the books and records of
the Commission, and shall report the results of
any such audit to the Commission and to the
Congress.

(Pub. L. 93–495, title II, § 205, Oct. 28, 1974, 88
Stat. 1510.)

REFERENCES IN TEXT

The provisions of title 5 governing appointments in
the competitive service, referred to in subsec. (a)(1), are
classified generally to section 3301 et seq. of Title 5,
Government Organization and Employees.

REFERENCES IN OTHER LAWS TO GS–16, 17, OR 18 PAY
RATES

References in laws to the rates of pay for GS–16, 17,
or 18, or to maximum rates of pay under the General
Schedule, to be considered references to rates payable
under specified sections of Title 5, Government Organi-

zation and Employees, see section 529 [title I, § 101(c)(1)]
of Pub. L. 101–509, set out in a note under section 5376
of Title 5.

§ 2406. Compensation of members of Commission

(a) A member of the Commission who is an of-
ficer or employee of the United States shall
serve as a member of the Commission without
additional compensation, but shall be entitled
to reimbursement for travel, subsistence, and
other necessary expenses incurred in the per-
formance of his duties as a member of the Com-
mission.

(b) A member of the Commission who is not
otherwise an officer or employee of the United
States shall be compensated at a rate of $150 per
day when engaged in the performance of his du-
ties as a member of the Commission, and shall
also be reimbursed for travel, subsistence, and
other necessary expenses incurred in the per-
formance of his duties as a member of the Com-
mission.

(Pub. L. 93–495, title II, § 206, Oct. 28, 1974, 88
Stat. 1510.)

§ 2407. Cooperation and assistance of other Fed-
eral departments, agencies, and instrumen-
talities

(a) Each department, agency, and instrumen-
tality of the executive branch of the Govern-
ment, including independent agencies, is author-
ized and directed to furnish to the Commission,
upon request, such data, reports, and other in-
formation as the Commission deems necessary
to carry out its functions under this chapter.

(b) The head of any department, agency, or in-
strumentality of the United States may detail
such personnel and may furnish such services,
with or without reimbursement, as the Commis-
sion may request to assist it in carrying out its
functions.

(Pub. L. 93–495, title II, § 207, Oct. 28, 1974, 88
Stat. 1510.)

§ 2408. Authorization of appropriations

There are authorized to be appropriated with-
out fiscal year limitations such sums, not to ex-
ceed $2,000,000, as may be necessary to carry out
the provisions of this chapter.

(Pub. L. 93–495, title II, § 208, Oct. 28, 1974, 88
Stat. 1511.)

CHAPTER 26�DISPOSITION OF ABANDONED
MONEY ORDERS AND TRAVELER�S CHECKS

Sec.
2501. Congressional findings and declaration of pur-

pose.
2502. Definitions.
2503. State entitlement to escheat or custody.

§ 2501. Congressional findings and declaration of
purpose

The Congress finds and declares that—
(1) the books and records of banking and fi-

nancial organizations and business associa-
tions engaged in issuing and selling money or-
ders and traveler’s checks do not, as a matter
of business practice, show the last known ad-
dresses of purchasers of such instruments;
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(2) a substantial majority of such purchasers
reside in the States where such instruments
are purchased;

(3) the States wherein the purchasers of
money orders and traveler’s checks reside
should, as a matter of equity among the sev-
eral States, be entitled to the proceeds of such
instruments in the event of abandonment;

(4) it is a burden on interstate commerce
that the proceeds of such instruments are not
being distributed to the States entitled there-
to; and

(5) the cost of maintaining and retrieving
addresses of purchasers of money orders and
traveler’s checks is an additional burden on
interstate commerce since it has been deter-
mined that most purchasers reside in the
State of purchase of such instruments.

(Pub. L. 93–495, title VI, § 601, Oct. 28, 1974, 88
Stat. 1525.)

APPLICABILITY TO SUMS PAYABLE ON MONEY ORDERS,
ETC., DEEMED ABANDONED ON OR AFTER FEBRUARY 1,
1965; EXCEPTION

Section 604 of Pub. L. 93–495 provided that: ‘‘This title
[enacting this chapter] shall be applicable to sums pay-
able on money orders, traveler’s checks, and similar
written instruments deemed abandoned on or after Feb-
ruary 1, 1965, except to the extent that such sums have
been paid over to a State prior to January 1, 1974.’’

§ 2502. Definitions

As used in this chapter—
(1) ‘‘banking organization’’ means any bank,

trust company, savings bank, safe deposit
company, or a private banker engaged in busi-
ness in the United States;

(2) ‘‘business association’’ means any cor-
poration (other than a public corporation),
joint stock company, business trust, partner-
ship, or any association for business purposes
of two or more individuals; and

(3) ‘‘financial organization’’ means any sav-
ings and loan association, building and loan
association, credit union, or investment com-
pany engaged in business in the United States.

(Pub. L. 93–495, title VI, § 602, Oct. 28, 1974, 88
Stat. 1525.)

§ 2503. State entitlement to escheat or custody

Where any sum is payable on a money order,
traveler’s check, or other similar written instru-
ment (other than a third party bank check) on
which a banking or financial organization or a
business association is directly liable—

(1) if the books and records of such banking
or financial organization or business associa-
tion show the State in which such money
order, traveler’s check, or similar written in-
strument was purchased, that State shall be
entitled exclusively to escheat or take custody
of the sum payable on such instrument, to the
extent of that State’s power under its own
laws to escheat or take custody of such sum;

(2) if the books and records of such banking
or financial organization or business associa-
tion do not show the State in which such
money order, traveler’s check, or similar writ-
ten instrument was purchased, the State in
which the banking or financial organization or

business association has its principal place of
business shall be entitled to escheat or take
custody of the sum payable on such money
order, traveler’s check, or similar written in-
strument, to the extent of that State’s power
under its own laws to escheat or take custody
of such sum, until another State shall dem-
onstrate by written evidence that it is the
State of purchase; or

(3) if the books and records of such banking
or financial organizations or business associa-
tion show the State in which such money
order, traveler’s check, or similar written in-
strument was purchased and the laws of the
State of purchase do not provide for the es-
cheat or custodial taking of the sum payable
on such instrument, the State in which the
banking or financial organization or business
association has its principal place of business
shall be entitled to escheat or take custody of
the sum payable on such money order, travel-
er’s check, or similar written instrument, to
the extent of that State’s power under its own
laws to escheat or take custody of such sum,
subject to the right of the State of purchase to
recover such sum from the State of principal
place of business if and when the law of the
State of purchase makes provision for escheat
or custodial taking of such sum.

(Pub. L. 93–495, title VI, § 603, Oct. 28, 1974, 88
Stat. 1525.)

CHAPTER 27�REAL ESTATE SETTLEMENT
PROCEDURES

Sec.
2601. Congressional findings and purpose.
2602. Definitions.
2603. Uniform settlement statement.
2604. Special information booklets.

(a) Distribution by Secretary to lenders
to help borrowers.

(b) Form and detail; cost elements,
standard settlement form, escrow
accounts, selection of persons for
settlement services; consideration
of differences in settlement proce-
dures.

(c) Estimate of charges.
(d) Distribution by lenders to loan appli-

cants at time of receipt or prepara-
tion of applications.

(e) Printing and distribution by lenders
of booklets approved by Secretary.

2605. Servicing of mortgage loans and administra-
tion of escrow accounts.

(a) Disclosure to applicant relating to as-
signment, sale, or transfer of loan
servicing.

(b) Notice by transferor of loan servicing
at time of transfer.

(c) Notice by transferee of loan servicing
at time of transfer.

(d) Treatment of loan payments during
transfer period.

(e) Duty of loan servicer to respond to
borrower inquiries.

(f) Damages and costs.
(g) Administration of escrow accounts.
(h) Preemption of conflicting State laws.
(i) Definitions.
(j) Transition.

2606. Exempted transactions.
(a) In general.
(b) Interpretation.

2607. Prohibition against kickbacks and unearned
fees.
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Sec.
(a) Business referrals.
(b) Splitting charges.
(c) Fees, salaries, compensation, or other

payments.
(d) Penalties for violations; joint and

several liability; treble damages;
actions for injunction by Secretary
and by State officials; costs and at-
torney fees; construction of State
laws.

2608. Title companies; liability of seller.
2609. Limitation on requirement of advance depos-

its in escrow accounts.
(a) In general.
(b) Notification of shortage in escrow ac-

count.
(c) Escrow account statements.
(d) Penalties.

2610. Prohibition of fees for preparation of truth-
in-lending, uniform settlement, and escrow
account statements.

2611 to 2613. Repealed.
2614. Jurisdiction of courts; limitations.
2615. Contracts and liens; validity.
2616. State laws unaffected; inconsistent Federal

and State provisions.
2617. Authority of Secretary.

(a) Issuance of regulations; exemptions.
(b) Liability for acts done in good faith

in conformity with rule, regulation,
or interpretation.

(c) Investigations; hearings; failure to
obey order; contempt.

(d) Delay of effectiveness of recent final
regulation relating to payments to
employees.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in section 4903 of this title;
title 15 section 1638; title 42 sections 3541, 4012a, 8232.

§ 2601. Congressional findings and purpose

(a) The Congress finds that significant reforms
in the real estate settlement process are needed
to insure that consumers throughout the Nation
are provided with greater and more timely infor-
mation on the nature and costs of the settle-
ment process and are protected from unneces-
sarily high settlement charges caused by certain
abusive practices that have developed in some
areas of the country. The Congress also finds
that it has been over two years since the Sec-
retary of Housing and Urban Development and
the Administrator of Veterans’ Affairs submit-
ted their joint report to the Congress on ‘‘Mort-
gage Settlement Costs’’ and that the time has
come for the recommendations for Federal legis-
lative action made in that report to be imple-
mented.

(b) It is the purpose of this chapter to effect
certain changes in the settlement process for
residential real estate that will result—

(1) in more effective advance disclosure to
home buyers and sellers of settlement costs;

(2) in the elimination of kickbacks or refer-
ral fees that tend to increase unnecessarily
the costs of certain settlement services;

(3) in a reduction in the amounts home buy-
ers are required to place in escrow accounts
established to insure the payment of real es-
tate taxes and insurance; and

(4) in significant reform and modernization
of local recordkeeping of land title informa-
tion.

(Pub. L. 93–533, § 2, Dec. 22, 1974, 88 Stat. 1724.)

REFERENCES IN TEXT

This chapter, referred to in subsec. (b), was in the
original ‘‘this Act’’, meaning Pub. L. 93–533, Dec. 22,
1974, 88 Stat. 1724, as amended, known as the Real Es-
tate Settlement Procedures Act of 1974, which is classi-
fied principally to this chapter (§ 2601 et seq.). For com-
plete classification of this Act to the Code, see Short
Title note below and Tables.

CHANGE OF NAME

Reference to Administrator of Veterans’ Affairs
deemed to refer to Secretary of Veterans Affairs pursu-
ant to section 10 of Pub. L. 100–527, set out as a Depart-
ment of Veterans Affairs Act note under section 301 of
Title 38, Veterans’ Benefits.

EFFECTIVE DATE

Section 20, formerly 19, of Pub. L. 93–533, as renum-
bered by Pub. L. 94–205, § 10, Jan. 2, 1976, 89 Stat. 1159,
provided that: ‘‘The provisions of this Act, and the
amendments made thereby [see Short Title note
below], shall become effective one hundred and eighty
days after the date of the enactment of this Act [Dec.
22, 1974].’’

SHORT TITLE OF 1976 AMENDMENT

Section 1 of Pub. L. 94–205, Jan. 2, 1976, 89 Stat. 1157,
provided: ‘‘That this Act [enacting section 2617 of this
title, amending sections 2602, 2603, 2604, 2607, 2609 and
2616 of this title and section 1631 of Title 15, Commerce
and Trade, repealing sections 2605 and 2606 of this title,
enacting provisions set out as a note under section 2602
of this title and amending provisions set out as a note
under this section] may be cited as the ‘Real Estate
Settlement Procedures Act Amendments of 1975’.’’

SHORT TITLE

Section 1 of Pub. L. 93–533 provided that: ‘‘This Act
[enacting this chapter and sections 1730f and 1831b of
this title and provisions set out as notes under this sec-
tion and section 1730f of this title] may be cited as the
‘Real Estate Settlement Procedures Act of 1974’.’’

SIMPLIFICATION AND UNIFICATION OF DISCLOSURES RE-
QUIRED UNDER RESPA AND TILA FOR MORTGAGE
TRANSACTIONS

Pub. L. 104–208, div. A, title II, § 2101, Sept. 30, 1996, 110
Stat. 3009–398, provided that:

‘‘(a) IN GENERAL.—With respect to credit transactions
which are subject to the Real Estate Settlement Proce-
dures Act of 1974 [12 U.S.C. 2601 et seq.] and the Truth
in Lending Act [15 U.S.C. 1601 et seq.], the Board of
Governors of the Federal Reserve System (hereafter in
this section referred to as the ‘Board’) and the Sec-
retary of Housing and Urban Development (hereafter in
this section referred to as the ‘Secretary’) shall take
such action as may be necessary before the end of the
6-month period beginning on the date of enactment of
this Act [Sept. 30, 1996]—

‘‘(1) to simplify and improve the disclosures appli-
cable to such transactions under such Acts, including
the timing of the disclosures; and

‘‘(2) to provide a single format for such disclosures
which will satisfy the requirements of each such Act
with respect to such transactions.
‘‘(b) REGULATIONS.—To the extent that it is necessary

to prescribe any regulation in order to effect any
changes required to be made under subsection (a), the
proposed regulation shall be published in the Federal
Register before the end of the 6-month period referred
to in subsection (a).

‘‘(c) RECOMMENDATIONS FOR LEGISLATION.—If the
Board and the Secretary find that legislative action
may be necessary or appropriate in order to simplify
and unify the disclosure requirements under the Real
Estate Settlement Procedures Act of 1974 [12 U.S.C. 2601
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et seq.] and the Truth in Lending Act [15 U.S.C. 1601 et
seq.], the Board and the Secretary shall submit a report
containing recommendations to the Congress concern-
ing such action.’’

§ 2602. Definitions

For purposes of this chapter—
(1) the term ‘‘federally related mortgage

loan’’ includes any loan (other than temporary
financing such as a construction loan) which—

(A) is secured by a first or subordinate lien
on residential real property (including indi-
vidual units of condominiums and coopera-
tives) designed principally for the occupancy
of from one to four families, including any
such secured loan, the proceeds of which are
used to prepay or pay off an existing loan se-
cured by the same property; and

(B)(i) is made in whole or in part by any
lender the deposits or accounts of which are
insured by any agency of the Federal Gov-
ernment, or is made in whole or in part by
any lender which is regulated by any agency
of the Federal Government, or

(ii) is made in whole or in part, or insured,
guaranteed, supplemented, or assisted in any
way, by the Secretary or any other officer or
agency of the Federal Government or under
or in connection with a housing or urban de-
velopment program administered by the Sec-
retary or a housing or related program ad-
ministered by any other such officer or
agency; or

(iii) is intended to be sold by the originat-
ing lender to the Federal National Mortgage
Association, the Government National Mort-
gage Association, the Federal Home Loan
Mortgage Corporation, or a financial institu-
tion from which it is to be purchased by the
Federal Home Loan Mortgage Corporation;
or

(iv) is made in whole or in part by any
‘‘creditor’’, as defined in section 1602(f) of
title 15, who makes or invests in residential
real estate loans aggregating more than
$1,000,000 per year, except that for the pur-
pose of this chapter, the term ‘‘creditor’’
does not include any agency or instrumen-
tality of any State;

(2) the term ‘‘thing of value’’ includes any
payment, advance, funds, loan, service, or
other consideration;

(3) the term ‘‘Settlement services’’ includes
any service provided in connection with a real
estate settlement including, but not limited
to, the following: title searches, title examina-
tions, the provision of title certificates, title
insurance, services rendered by an attorney,
the preparation of documents, property sur-
veys, the rendering of credit reports or ap-
praisals, pest and fungus inspections, services
rendered by a real estate agent or broker, the
origination of a federally related mortgage
loan (including, but not limited to, the taking
of loan applications, loan processing, and the
underwriting and funding of loans), and the
handling of the processing, and closing or set-
tlement;

(4) the term ‘‘title company’’ means any in-
stitution which is qualified to issue title in-
surance, directly or through its agents, and

also refers to any duly authorized agent of a
title company;

(5) the term ‘‘person’’ includes individuals,
corporations, associations, partnerships, and
trusts;

(6) the term ‘‘Secretary’’ means the Sec-
retary of Housing and Urban Development;

(7) the term ‘‘affiliated business arrange-
ment’’ means an arrangement in which (A) a
person who is in a position to refer business
incident to or a part of a real estate settle-
ment service involving a federally related
mortgage loan, or an associate of such person,
has either an affiliate relationship with or a
direct or beneficial ownership interest of more
than 1 percent in a provider of settlement
services; and (B) either of such persons di-
rectly or indirectly refers such business to
that provider or affirmatively influences the
selection of that provider; and

(8) the term ‘‘associate’’ means one who has
one or more of the following relationships
with a person in a position to refer settlement
business: (A) a spouse, parent, or child of such
person; (B) a corporation or business entity
that controls, is controlled by, or is under
common control with such person; (C) an em-
ployer, officer, director, partner, franchisor, or
franchisee of such person; or (D) anyone who
has an agreement, arrangement, or under-
standing, with such person, the purpose or
substantial effect of which is to enable the
person in a position to refer settlement busi-
ness to benefit financially from the referrals
of such business.

(Pub. L. 93–533, § 3, Dec. 22, 1974, 88 Stat. 1724;
Pub. L. 94–205, § 2, Jan. 2, 1976, 89 Stat. 1157; Pub.
L. 98–181, title IV, § 461(a), Nov. 30, 1983, 97 Stat.
1230; Pub. L. 102–550, title IX, § 908(a), (b), Oct. 28,
1992, 106 Stat. 3873, 3874; Pub. L. 104–208, div. A,
title II, § 2103(c)(1), Sept. 30, 1996, 110 Stat.
3009–400.)

AMENDMENTS

1996—Par. (7). Pub. L. 104–208 substituted ‘‘affiliated
business arrangement’’ for ‘‘controlled business ar-
rangement’’.

1992—Par. (1)(A). Pub. L. 102–550, § 908(b), inserted ‘‘or
subordinate’’ after ‘‘first’’ and ‘‘, including any such
secured loan, the proceeds of which are used to prepay
or pay off an existing loan secured by the same prop-
erty’’ after ‘‘families’’.

Par. (3). Pub. L. 102–550, § 908(a), inserted ‘‘the origina-
tion of a federally related mortgage loan (including,
but not limited to, the taking of loan applications, loan
processing, and the underwriting and funding of
loans),’’ after ‘‘broker,’’.

1983—Pars. (7), (8). Pub. L. 98–181 added pars. (7) and
(8).

1976—Par. (1). Pub. L. 94–205, § 2(1), inserted ‘‘(other
than temporary financing such as a construction loan)’’
in introductory text.

Par. (1)(A). Pub. L. 94–205, § 2(2), inserted ‘‘a first lien
on’’ after ‘‘is secured by’’.

Par. (1)(B)(iii). Pub. L. 94–205, § 2(3)–(5), substituted
‘‘is intended to be sold by the originating lender to’’ for
‘‘is eligible for purchase by’’ and ‘‘a’’ and ‘‘is to’’ for
‘‘from any’’ and ‘‘could’’, respectively, and struck out
‘‘or’’ after ‘‘the Government National Mortgage Asso-
ciation’’.

Par. (1)(B)(iv). Pub. L. 94–205, § 2(6), inserted ‘‘, except
that for the purpose of this chapter, the term ‘creditor’
does not include any agency or instrumentality of any
State’’ after ‘‘more than $1,000,000 per year’’.
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EFFECTIVE DATE OF 1992 AMENDMENT

Section 908(d) of Pub. L. 102–550 provided that: ‘‘This
section [amending this section and enacting provisions
set out below] shall take effect on the date of enact-
ment of this Act [Oct. 28, 1992] and shall not apply
retroactively.’’

EFFECTIVE DATE OF 1983 AMENDMENT

Section 461(f) of Pub. L. 98–181 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and sections 2607, 2614, and 2617 of this title] shall
become effective on January 1, 1984.’’

EFFECTIVE DATE OF 1976 AMENDMENT

Section 12 of Pub. L. 94–205 provided that: ‘‘The provi-
sions of this Act and the amendments made hereby [en-
acting section 2617 of this title, amending this section,
sections 2603, 2604, 2607, 2609, and 2616 of this title, and
section 1631 of Title 15, Commerce and Trade, repealing
sections 2605 and 2606 of this title, and enacting and
amending provisions set out as notes under section 2601
of this title] shall become effective upon enactment
[Jan. 2, 1976]. The Secretary may suspend for up to one
hundred and eighty days from the date of enactment of
this Act [Jan. 2, 1976] any provision of section 4 and sec-
tion 5 of the Real Estate Settlement Procedures Act of
1974 [sections 2603 and 2604 of this title], as amended by
this Act.’’

REGULATIONS

Section 908(c) of Pub. L. 102–550 provided that: ‘‘The
Secretary of Housing and Urban Development shall
issue regulations to implement the amendments made
by this section [amending this section] not later than
the expiration of the 180-day period beginning on the
date of the enactment of this Act [Oct. 28, 1992]. The
regulations shall be issued after notice and opportunity
for public comment pursuant to the provisions of sec-
tion 553 of title 5, United States Code (notwithstanding
subsections (a)(2), (b)(B), and (d)(3) of such section).’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 15 section 6603.

§ 2603. Uniform settlement statement

(a) The Secretary, in consultation with the
Administrator of Veteran’s Affairs, the Federal
Deposit Insurance Corporation, and the Director
of the Office of Thrift Supervision, shall develop
and prescribe a standard form for the statement
of settlement costs which shall be used (with
such variations as may be necessary to reflect
differences in legal and administrative require-
ments or practices in different areas of the
country) as the standard real estate settlement
form in all transactions in the United States
which involve federally related mortgage loans.
Such form shall conspicuously and clearly item-
ize all charges imposed upon the borrower and
all charges imposed upon the seller in connec-
tion with the settlement and shall indicate
whether any title insurance premium included
in such charges covers or insures the lender’s in-
terest in the property, the borrower’s interest,
or both. The Secretary may, by regulation, per-
mit the deletion from the form prescribed under
this section of items which are not, under local
laws or customs, applicable in any locality, ex-
cept that such regulation shall require that the
numerical code prescribed by the Secretary be
retained in forms to be used in all localities.
Nothing in this section may be construed to re-
quire that that part of the standard form which
relates to the borrower’s transaction be fur-

nished to the seller, or to require that that part
of the standard form which relates to the seller
be furnished to the borrower.

(b) The form prescribed under this section
shall be completed and made available for in-
spection by the borrower at or before settlement
by the person conducting the settlement, except
that (1) the Secretary may exempt from the re-
quirements of this section settlements occurring
in localities where the final settlement state-
ment is not customarily provided at or before
the date of settlement, or settlements where
such requirements are impractical and (2) the
borrower may, in accordance with regulations of
the Secretary, waive his right to have the form
made available at such time. Upon the request
of the borrower to inspect the form prescribed
under this section during the business day im-
mediately preceding the day of settlement, the
person who will conduct the settlement shall
permit the borrower to inspect those items
which are known to such person during such pre-
ceding day.

(Pub. L. 93–533, § 4, Dec. 22, 1974, 88 Stat. 1725;
Pub. L. 94–205, § 3, Jan. 2, 1976, 89 Stat. 1157; Pub.
L. 104–208, div. A, title II, § 2103(g)(1), Sept. 30,
1996, 110 Stat. 3009–401.)

AMENDMENTS

1996—Subsec. (a). Pub. L. 104–208 substituted ‘‘Direc-
tor of the Office of Thrift Supervision’’ for ‘‘Federal
Home Loan Bank Board’’.

1976—Subsec. (a). Pub. L. 94–205, § 3(1)–(3), designated
existing provisions as subsec. (a), struck out ‘‘mini-
mum’’ after ‘‘with such’’ and ‘‘unavoidable’’ after ‘‘nec-
essary to reflect’’ in parenthetical provisions covering
allowable regional variations in the uniform settle-
ment statement, and substituted provisions authoriz-
ing the Secretary to permit deletions from the stand-
ard form for provisions requiring that the standard
form contain all the information and data required
under the Truth in Lending Act.

Subsec. (b). Pub. L. 94–205, § 3(4), added subsec. (b).

CHANGE OF NAME

Reference to Administrator of Veterans’ Affairs
deemed to refer to Secretary of Veterans Affairs pursu-
ant to section 10 of Pub. L. 100–527, set out as a Depart-
ment of Veterans Affairs Act note under section 301 of
Title 38, Veterans’ Benefits.

EFFECTIVE DATE OF 1976 AMENDMENT

Amendment by Pub. L. 94–205 effective Jan. 2, 1976,
with the Secretary authorized to suspend for up to 180
days from Jan. 2, 1976, any provision of this section as
amended by Pub. L. 94–205, see section 12 of Pub. L.
94–205, set out as a note under section 2602 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2604, 2609, 2610
of this title.

§ 2604. Special information booklets

(a) Distribution by Secretary to lenders to help
borrowers

The Secretary shall prepare and distribute
booklets to help persons borrowing money to fi-
nance the purchase of residential real estate
better to understand the nature and costs of real
estate settlement services. The Secretary shall
distribute such booklets to all lenders which
make federally related mortgage loans.
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(b) Form and detail; cost elements, standard set-
tlement form, escrow accounts, selection of
persons for settlement services; consider-
ation of differences in settlement procedures

Each booklet shall be in such form and detail
as the Secretary shall prescribe and, in addition
to such other information as the Secretary may
provide, shall include in clear and concise lan-
guage—

(1) a description and explanation of the na-
ture and purpose of each cost incident to a
real estate settlement;

(2) an explanation and sample of the stand-
ard real estate settlement form developed and
prescribed under section 2603 of this title;

(3) a description and explanation of the na-
ture and purpose of escrow accounts when used
in connection with loans secured by residen-
tial real estate;

(4) an explanation of the choices available to
buyers of residential real estate in selecting
persons to provide necessary services incident
to a real estate settlement; and

(5) an explanation of the unfair practices and
unreasonable or unnecessary charges to be
avoided by the prospective buyer with respect
to a real estate settlement.

Such booklets shall take into consideration dif-
ferences in real estate settlement procedures
which may exist among the several States and
territories of the United States and among sepa-
rate political subdivisions within the same
State and territory.

(c) Estimate of charges
Each lender shall include with the booklet a

good faith estimate of the amount or range of
charges for specific settlement services the bor-
rower is likely to incur in connection with the
settlement as prescribed by the Secretary.

(d) Distribution by lenders to loan applicants at
time of receipt or preparation of applications

Each lender referred to in subsection (a) of
this section shall provide the booklet described
in such subsection to each person from whom it
receives or for whom it prepares a written appli-
cation to borrow money to finance the purchase
of residential real estate. Such booklet shall be
provided by delivering it or placing it in the
mail not later than 3 business days after the
lender receives the application, but no booklet
need be provided if the lender denies the applica-
tion for credit before the end of the 3-day period.

(e) Printing and distribution by lenders of book-
lets approved by Secretary

Booklets may be printed and distributed by
lenders if their form and content are approved
by the Secretary as meeting the requirements of
subsection (b) of this section.

(Pub. L. 93–533, § 5, Dec. 22, 1974, 88 Stat. 1725;
Pub. L. 94–205, § 4, Jan. 2, 1976, 89 Stat. 1158; Pub.
L. 102–550, title IX, § 951, Oct. 28, 1992, 106 Stat.
3892.)

AMENDMENTS

1992—Subsec. (d). Pub. L. 102–550 substituted ‘‘Such
booklet shall be provided by delivering it or placing it
in the mail not later than 3 business days after the
lender receives the application, but no booklet need be

provided if the lender denies the application for credit
before the end of the 3-day period.’’ for ‘‘Such booklet
shall be provided at the time of receipt or preparation
of such application.’’

1976—Subsecs. (c) to (e). Pub. L. 94–205 added subsec.
(c), redesignated former subsec. (c) as (d), substituted
‘‘or for whom it prepares a written application’’ for ‘‘an
application’’ and inserted ‘‘or preparation’’ after ‘‘re-
ceipt’’, and redesignated former subsec. (d) as (e).

EFFECTIVE DATE OF 1976 AMENDMENT

Amendment by Pub. L. 94–205 effective Jan. 2, 1976,
with the Secretary authorized to suspend for up to 180
days from Jan. 2, 1976, any provision of this section as
amended by Pub. L. 94–205, see section 12 of Pub. L.
94–205, set out as a note under section 2602 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2607 of this title.

§ 2605. Servicing of mortgage loans and adminis-
tration of escrow accounts

(a) Disclosure to applicant relating to assign-
ment, sale, or transfer of loan servicing

Each person who makes a federally related
mortgage loan shall disclose to each person who
applies for the loan, at the time of application
for the loan, whether the servicing of the loan
may be assigned, sold, or transferred to any
other person at any time while the loan is out-
standing.
(b) Notice by transferor of loan servicing at time

of transfer
(1) Notice requirement

Each servicer of any federally related mort-
gage loan shall notify the borrower in writing
of any assignment, sale, or transfer of the
servicing of the loan to any other person.
(2) Time of notice

(A) In general
Except as provided under subparagraphs

(B) and (C), the notice required under para-
graph (1) shall be made to the borrower not
less than 15 days before the effective date of
transfer of the servicing of the mortgage
loan (with respect to which such notice is
made).
(B) Exception for certain proceedings

The notice required under paragraph (1)
shall be made to the borrower not more than
30 days after the effective date of assign-
ment, sale, or transfer of the servicing of the
mortgage loan (with respect to which such
notice is made) in any case in which the as-
signment, sale, or transfer of the servicing
of the mortgage loan is preceded by—

(i) termination of the contract for serv-
icing the loan for cause;

(ii) commencement of proceedings for
bankruptcy of the servicer; or

(iii) commencement of proceedings by
the Federal Deposit Insurance Corporation
or the Resolution Trust Corporation for
conservatorship or receivership of the
servicer (or an entity by which the serv-
icer is owned or controlled).

(C) Exception for notice provided at closing
The provisions of subparagraphs (A) and

(B) shall not apply to any assignment, sale,
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or transfer of the servicing of any mortgage
loan if the person who makes the loan pro-
vides to the borrower, at settlement (with
respect to the property for which the mort-
gage loan is made), written notice under
paragraph (3) of such transfer.

(3) Contents of notice
The notice required under paragraph (1)

shall include the following information:
(A) The effective date of transfer of the

servicing described in such paragraph.
(B) The name, address, and toll-free or col-

lect call telephone number of the transferee
servicer.

(C) A toll-free or collect call telephone
number for (i) an individual employed by the
transferor servicer, or (ii) the department of
the transferor servicer, that can be con-
tacted by the borrower to answer inquiries
relating to the transfer of servicing.

(D) The name and toll-free or collect call
telephone number for (i) an individual em-
ployed by the transferee servicer, or (ii) the
department of the transferee servicer, that
can be contacted by the borrower to answer
inquiries relating to the transfer of servic-
ing.

(E) The date on which the transferor serv-
icer who is servicing the mortgage loan be-
fore the assignment, sale, or transfer will
cease to accept payments relating to the
loan and the date on which the transferee
servicer will begin to accept such payments.

(F) Any information concerning the effect
the transfer may have, if any, on the terms
of or the continued availability of mortgage
life or disability insurance or any other type
of optional insurance and what action, if
any, the borrower must take to maintain
coverage.

(G) A statement that the assignment, sale,
or transfer of the servicing of the mortgage
loan does not affect any term or condition of
the security instruments other than terms
directly related to the servicing of such
loan.

(c) Notice by transferee of loan servicing at time
of transfer

(1) Notice requirement
Each transferee servicer to whom the servic-

ing of any federally related mortgage loan is
assigned, sold, or transferred shall notify the
borrower of any such assignment, sale, or
transfer.
(2) Time of notice

(A) In general
Except as provided in subparagraphs (B)

and (C), the notice required under paragraph
(1) shall be made to the borrower not more
than 15 days after the effective date of trans-
fer of the servicing of the mortgage loan
(with respect to which such notice is made).
(B) Exception for certain proceedings

The notice required under paragraph (1)
shall be made to the borrower not more than
30 days after the effective date of assign-
ment, sale, or transfer of the servicing of the
mortgage loan (with respect to which such

notice is made) in any case in which the as-
signment, sale, or transfer of the servicing
of the mortgage loan is preceded by—

(i) termination of the contract for serv-
icing the loan for cause;

(ii) commencement of proceedings for
bankruptcy of the servicer; or

(iii) commencement of proceedings by
the Federal Deposit Insurance Corporation
or the Resolution Trust Corporation for
conservatorship or receivership of the
servicer (or an entity by which the serv-
icer is owned or controlled).

(C) Exception for notice provided at closing
The provisions of subparagraphs (A) and

(B) shall not apply to any assignment, sale,
or transfer of the servicing of any mortgage
loan if the person who makes the loan pro-
vides to the borrower, at settlement (with
respect to the property for which the mort-
gage loan is made), written notice under
paragraph (3) of such transfer.

(3) Contents of notice
Any notice required under paragraph (1)

shall include the information described in sub-
section (b)(3) of this section.

(d) Treatment of loan payments during transfer
period

During the 60-day period beginning on the ef-
fective date of transfer of the servicing of any
federally related mortgage loan, a late fee may
not be imposed on the borrower with respect to
any payment on such loan and no such payment
may be treated as late for any other purposes, if
the payment is received by the transferor serv-
icer (rather than the transferee servicer who
should properly receive payment) before the due
date applicable to such payment.

(e) Duty of loan servicer to respond to borrower
inquiries

(1) Notice of receipt of inquiry
(A) In general

If any servicer of a federally related mort-
gage loan receives a qualified written re-
quest from the borrower (or an agent of the
borrower) for information relating to the
servicing of such loan, the servicer shall pro-
vide a written response acknowledging re-
ceipt of the correspondence within 20 days
(excluding legal public holidays, Saturdays,
and Sundays) unless the action requested is
taken within such period.

(B) Qualified written request
For purposes of this subsection, a qualified

written request shall be a written cor-
respondence, other than notice on a payment
coupon or other payment medium supplied
by the servicer, that—

(i) includes, or otherwise enables the
servicer to identify, the name and account
of the borrower; and

(ii) includes a statement of the reasons
for the belief of the borrower, to the extent
applicable, that the account is in error or
provides sufficient detail to the servicer
regarding other information sought by the
borrower.
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(2) Action with respect to inquiry
Not later than 60 days (excluding legal pub-

lic holidays, Saturdays, and Sundays) after
the receipt from any borrower of any qualified
written request under paragraph (1) and, if ap-
plicable, before taking any action with respect
to the inquiry of the borrower, the servicer
shall—

(A) make appropriate corrections in the
account of the borrower, including the cred-
iting of any late charges or penalties, and
transmit to the borrower a written notifica-
tion of such correction (which shall include
the name and telephone number of a rep-
resentative of the servicer who can provide
assistance to the borrower);

(B) after conducting an investigation, pro-
vide the borrower with a written explanation
or clarification that includes—

(i) to the extent applicable, a statement
of the reasons for which the servicer be-
lieves the account of the borrower is cor-
rect as determined by the servicer; and

(ii) the name and telephone number of an
individual employed by, or the office or de-
partment of, the servicer who can provide
assistance to the borrower; or

(C) after conducting an investigation, pro-
vide the borrower with a written explanation
or clarification that includes—

(i) information requested by the bor-
rower or an explanation of why the infor-
mation requested is unavailable or cannot
be obtained by the servicer; and

(ii) the name and telephone number of an
individual employed by, or the office or de-
partment of, the servicer who can provide
assistance to the borrower.

(3) Protection of credit rating
During the 60-day period beginning on the

date of the servicer’s receipt from any bor-
rower of a qualified written request relating to
a dispute regarding the borrower’s payments,
a servicer may not provide information re-
garding any overdue payment, owed by such
borrower and relating to such period or quali-
fied written request, to any consumer report-
ing agency (as such term is defined under sec-
tion 1681a of title 15).

(f) Damages and costs
Whoever fails to comply with any provision of

this section shall be liable to the borrower for
each such failure in the following amounts:

(1) Individuals
In the case of any action by an individual,

an amount equal to the sum of—
(A) any actual damages to the borrower as

a result of the failure; and
(B) any additional damages, as the court

may allow, in the case of a pattern or prac-
tice of noncompliance with the requirements
of this section, in an amount not to exceed
$1,000.

(2) Class actions
In the case of a class action, an amount

equal to the sum of—
(A) any actual damages to each of the bor-

rowers in the class as a result of the failure;
and

(B) any additional damages, as the court
may allow, in the case of a pattern or prac-
tice of noncompliance with the requirements
of this section, in an amount not greater
than $1,000 for each member of the class, ex-
cept that the total amount of damages under
this subparagraph in any class action may
not exceed the lesser of—

(i) $500,000; or
(ii) 1 percent of the net worth of the

servicer.
(3) Costs

In addition to the amounts under paragraph
(1) or (2), in the case of any successful action
under this section, the costs of the action, to-
gether with any attorneys fees incurred in
connection with such action as the court may
determine to be reasonable under the circum-
stances.
(4) Nonliability

A transferor or transferee servicer shall not
be liable under this subsection for any failure
to comply with any requirement under this
section if, within 60 days after discovering an
error (whether pursuant to a final written ex-
amination report or the servicer’s own proce-
dures) and before the commencement of an ac-
tion under this subsection and the receipt of
written notice of the error from the borrower,
the servicer notifies the person concerned of
the error and makes whatever adjustments are
necessary in the appropriate account to ensure
that the person will not be required to pay an
amount in excess of any amount that the per-
son otherwise would have paid.

(g) Administration of escrow accounts
If the terms of any federally related mortgage

loan require the borrower to make payments to
the servicer of the loan for deposit into an es-
crow account for the purpose of assuring pay-
ment of taxes, insurance premiums, and other
charges with respect to the property, the serv-
icer shall make payments from the escrow ac-
count for such taxes, insurance premiums, and
other charges in a timely manner as such pay-
ments become due.
(h) Preemption of conflicting State laws

Notwithstanding any provision of any law or
regulation of any State, a person who makes a
federally related mortgage loan or a servicer
shall be considered to have complied with the
provisions of any such State law or regulation
requiring notice to a borrower at the time of ap-
plication for a loan or transfer of the servicing
of a loan if such person or servicer complies
with the requirements under this section regard-
ing timing, content, and procedures for notifica-
tion of the borrower.

(i) Definitions
For purposes of this section:

(1) Effective date of transfer
The term ‘‘effective date of transfer’’ means

the date on which the mortgage payment of a
borrower is first due to the transferee servicer
of a mortgage loan pursuant to the assign-
ment, sale, or transfer of the servicing of the
mortgage loan.
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1 See References in Text note below.

(2) Servicer
The term ‘‘servicer’’ means the person re-

sponsible for servicing of a loan (including the
person who makes or holds a loan if such per-
son also services the loan). The term does not
include—

(A) the Federal Deposit Insurance Corpora-
tion or the Resolution Trust Corporation, in
connection with assets acquired, assigned,
sold, or transferred pursuant to section
1823(c) of this title or as receiver or con-
servator of an insured depository institu-
tion; and

(B) the Government National Mortgage
Association, the Federal National Mortgage
Association, the Federal Home Loan Mort-
gage Corporation, the Resolution Trust Cor-
poration, or the Federal Deposit Insurance
Corporation, in any case in which the assign-
ment, sale, or transfer of the servicing of the
mortgage loan is preceded by—

(i) termination of the contract for serv-
icing the loan for cause;

(ii) commencement of proceedings for
bankruptcy of the servicer; or

(iii) commencement of proceedings by
the Federal Deposit Insurance Corporation
or the Resolution Trust Corporation for
conservatorship or receivership of the
servicer (or an entity by which the serv-
icer is owned or controlled).

(3) Servicing
The term ‘‘servicing’’ means receiving any

scheduled periodic payments from a borrower
pursuant to the terms of any loan, including
amounts for escrow accounts described in sec-
tion 2609 of this title, and making the pay-
ments of principal and interest and such other
payments with respect to the amounts re-
ceived from the borrower as may be required
pursuant to the terms of the loan.

(j) Transition
(1) Originator liability

A person who makes a federally related
mortgage loan shall not be liable to a bor-
rower because of a failure of such person to
comply with subsection (a) of this section with
respect to an application for a loan made by
the borrower before the regulations referred to
in paragraph (3) take effect.

(2) Servicer liability
A servicer of a federally related mortgage

loan shall not be liable to a borrower because
of a failure of the servicer to perform any duty
under subsection (b), (c), (d), or (e) of this sec-
tion that arises before the regulations referred
to in paragraph (3) take effect.

(3) Regulations and effective date
The Secretary shall, by regulations that

shall take effect not later than April 20, 1991,
establish any requirements necessary to carry
out this section. Such regulations shall in-
clude the model disclosure statement required
under subsection (a)(2) of this section.

(Pub. L. 93–533, § 6, as added Pub. L. 101–625, title
IX, § 941, Nov. 28, 1990, 104 Stat. 4405; amended
Pub. L. 102–27, title III, § 312(a), Apr. 10, 1991, 105

Stat. 154; Pub. L. 103–325, title III, § 345, Sept. 23,
1994, 108 Stat. 2239; Pub. L. 104–208, div. A, title
II, § 2103(a), Sept. 30, 1996, 110 Stat. 3009–399.)

PRIOR PROVISIONS

A prior section 2605, Pub. L. 93–533, § 6, Dec. 22, 1974,
88 Stat. 1726, related to advanced itemized disclosure of
settlement costs by the lender and liability of the lend-
er for failure to comply, prior to repeal by Pub. L.
94–205, § 5, Jan. 2, 1976, 89 Stat. 1158.

AMENDMENTS

1996—Subsec. (a). Pub. L. 104–208 amended heading
and text of subsec. (a) generally. Prior to amendment,
text consisted of pars. (1) to (3) relating to require-
ments for lenders of federally related mortgage loans
to disclose to applicants whether servicing of such loan
may be assigned, sold, or transferred, directed Sec-
retary to develop model disclosure statement, and re-
quired signature of applicant on all such disclosure
statements.

1994—Subsec. (a)(1)(B). Pub. L. 103–325 substituted
‘‘(B) at the choice of the person making a federally re-
lated mortgage loan—

‘‘(i) for each of the most recent’’
for ‘‘(B) for each of the most recent’’, redesignated cls.
(i) and (ii) as subcls. (I) and (II), respectively, and re-
aligned margins, substituted ‘‘or’’ for ‘‘and’’ at end of
subcl. (II), and added cl. (ii).

1991—Subsec. (j). Pub. L. 102–27 added subsec. (j).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2609, 2610, 2614,
4901 of this title; title 15 section 1641.

§ 2606. Exempted transactions

(a) In general
This chapter does not apply to credit trans-

actions involving extensions of credit—
(1) primarily for business, commercial, or

agricultural purposes; or
(2) to government or governmental agencies

or instrumentalities.
(b) Interpretation

In prescribing regulations under section
2617(a) of this title, the Secretary shall ensure
that, with respect to subsection (a) of this sec-
tion, the exemption for credit transactions in-
volving extensions of credit primarily for busi-
ness, commercial, or agricultural purposes, as
provided in subsection (a)(1) 1 of this section
shall be the same as the exemption for such
credit transactions under section 1603(1) of title
15.

(Pub. L. 93–533, § 7, as added Pub. L. 103–325, title
III, § 312, Sept. 23, 1994, 108 Stat. 2221; amended
Pub. L. 104–208, div. A, title II, § 2103(b), Sept. 30,
1996, 110 Stat. 3009–399.)

REFERENCES IN TEXT

Subsection (a)(1) of this section, referred to in subsec.
(b), was in the original ‘‘section 7(1) of the Real Estate
Settlement Procedures Act of 1974’’, and was translated
as referring to section 7(a)(1) of that Act to reflect the
probable intent of Congress.

PRIOR PROVISIONS

A prior section 2606, Pub. L. 93–533, § 7, Dec. 22, 1974,
88 Stat. 1727, related to seller or his agent confirming
that information concerning an existing residence was
disclosed to buyer in writing before a commitment for
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1 So in original.

a mortgage loan was made, prior to repeal by Pub. L.
94–205, § 6, Jan. 2, 1976, 89 Stat. 1158.

AMENDMENTS

1996—Pub. L. 104–208 designated existing provisions as
subsec. (a), inserted heading, and added subsec. (b).

§ 2607. Prohibition against kickbacks and un-
earned fees

(a) Business referrals
No person shall give and no person shall ac-

cept any fee, kickback, or thing of value pursu-
ant to any agreement or understanding, oral or
otherwise, that business incident to or a part of
a real estate settlement service involving a fed-
erally related mortgage loan shall be referred to
any person.

(b) Splitting charges
No person shall give and no person shall ac-

cept any portion, split, or percentage of any
charge made or received for the rendering of a
real estate settlement service in connection
with a transaction involving a federally related
mortgage loan other than for services actually
performed.

(c) Fees, salaries, compensation, or other pay-
ments

Nothing in this section shall be construed as
prohibiting (1) the payment of a fee (A) to attor-
neys at law for services actually rendered or (B)
by a title company to its duly appointed agent
for services actually performed in the issuance
of a policy of title insurance or (C) by a lender
to its duly appointed agent for services actually
performed in the making of a loan, (2) the pay-
ment to any person of a bona fide salary or com-
pensation or other payment for goods or facili-
ties actually furnished or for services actually
performed, (3) payments pursuant to cooperative
brokerage and referral arrangements or agree-
ments between real estate agents and brokers,
(4) affiliated business arrangements so long as
(A) a disclosure is made of the existence of such
an arrangement to the person being referred
and, in connection with such referral, such per-
son is provided a written estimate of the charge
or range of charges generally made by the pro-
vider to which the person is referred (i) in the
case of a face-to-face referral or a referral made
in writing or by electronic media, at or before
the time of the referral (and compliance with
this requirement in such case may be evidenced
by a notation in a written, electronic, or similar
system of records maintained in the regular
course of business); (ii) in the case of a referral
made by telephone, within 3 business days after
the referral by telephone,1 (and in such case an
abbreviated verbal disclosure of the existence of
the arrangement and the fact that a written dis-
closure will be provided within 3 business days
shall be made to the person being referred dur-
ing the telephone referral); or (iii) in the case of
a referral by a lender (including a referral by a
lender to an affiliated lender), at the time the
estimates required under section 2604(c) of this
title are provided (notwithstanding clause (i) or
(ii)); and any required written receipt of such

disclosure (without regard to the manner of the
disclosure under clause (i), (ii), or (iii)) may be
obtained at the closing or settlement (except
that a person making a face-to-face referral who
provides the written disclosure at or before the
time of the referral shall attempt to obtain any
required written receipt of such disclosure at
such time and if the person being referred choos-
es not to acknowledge the receipt of the disclo-
sure at that time, that fact shall be noted in the
written, electronic, or similar system of records
maintained in the regular course of business by
the person making the referral), (B) such person
is not required to use any particular provider of
settlement services, and (C) the only thing of
value that is received from the arrangement,
other than the payments permitted under this
subsection, is a return on the ownership interest
or franchise relationship, or (5) such other pay-
ments or classes of payments or other transfers
as are specified in regulations prescribed by the
Secretary, after consultation with the Attorney
General, the Secretary of Veterans Affairs, the
Federal Home Loan Bank Board, the Federal De-
posit Insurance Corporation, the Board of Gov-
ernors of the Federal Reserve System, and the
Secretary of Agriculture. For purposes of the
preceding sentence, the following shall not be
considered a violation of clause (4)(B): (i) any ar-
rangement that requires a buyer, borrower, or
seller to pay for the services of an attorney,
credit reporting agency, or real estate appraiser
chosen by the lender to represent the lender’s
interest in a real estate transaction, or (ii) any
arrangement where an attorney or law firm rep-
resents a client in a real estate transaction and
issues or arranges for the issuance of a policy of
title insurance in the transaction directly as
agent or through a separate corporate title in-
surance agency that may be established by that
attorney or law firm and operated as an adjunct
to his or its law practice.
(d) Penalties for violations; joint and several li-

ability; treble damages; actions for injunc-
tion by Secretary and by State officials; costs
and attorney fees; construction of State laws

(1) Any person or persons who violate the pro-
visions of this section shall be fined not more
than $10,000 or imprisoned for not more than one
year, or both.

(2) Any person or persons who violate the pro-
hibitions or limitations of this section shall be
jointly and severally liable to the person or per-
sons charged for the settlement service involved
in the violation in an amount equal to three
times the amount of any charge paid for such
settlement service.

(3) No person or persons shall be liable for a
violation of the provisions of subsection (c)(4)(A)
of this section if such person or persons proves
by a preponderance of the evidence that such
violation was not intentional and resulted from
a bona fide error notwithstanding maintenance
of procedures that are reasonably adapted to
avoid such error.

(4) The Secretary, the Attorney General of any
State, or the insurance commissioner of any
State may bring an action to enjoin violations
of this section.

(5) In any private action brought pursuant to
this subsection, the court may award to the pre-
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vailing party the court costs of the action to-
gether with reasonable attorneys fees.

(6) No provision of State law or regulation
that imposes more stringent limitations on af-
filiated business arrangements shall be con-
strued as being inconsistent with this section.

(Pub. L. 93–533, § 8, Dec. 22, 1974, 88 Stat. 1727;
Pub. L. 94–205, § 7, Jan. 2, 1976, 89 Stat. 1158; Pub.
L. 98–181, title IV, § 461(b), (c), Nov. 30, 1983, 97
Stat. 1231; Pub. L. 100–242, title V, § 570(g), Feb.
5, 1988, 101 Stat. 1950; Pub. L. 102–54, § 13(d)(4),
June 13, 1991, 105 Stat. 275; Pub. L. 104–208, div.
A, title II, § 2103(c)(2), (d), Sept. 30, 1996, 110 Stat.
3009–400.)

AMENDMENTS

1996—Subsec. (c)(4). Pub. L. 104–208, § 2103(c)(2), sub-
stituted ‘‘affiliated business arrangements’’ for ‘‘con-
trolled business arrangements’’.

Subsec. (c)(4)(A). Pub. L. 104–208, § 2103(d), amended
subcl. (A) generally. Prior to amendment, subcl. (A)
read as follows: ‘‘at or prior to the time of the referral
a disclosure is made of the existence of such an ar-
rangement to the person being referred and, in connec-
tion with the referral, such person is provided a written
estimate of the charge or range of charges generally
made by the provider to which the person is referred,
except that where a lender makes the referral, this re-
quirement may be satisfied as part of and at the time
that the estimates of settlement charges required
under section 2604(c) of this title are provided,’’.

Subsec. (d)(6). Pub. L. 104–208, § 2103(c)(2), substituted
‘‘affiliated business arrangements’’ for ‘‘controlled
business arrangements’’.

1991—Subsec. (c)(5). Pub. L. 102–54 substituted ‘‘Sec-
retary of Veterans Affairs’’ for ‘‘Administrator of Vet-
erans’ Affairs’’.

1988—Subsec. (c)(5). Pub. L. 100–242 substituted
‘‘clause (4)(B)’’ for ‘‘clause 4(B)’’.

1983—Subsec. (c). Pub. L. 98–181, § 461(b), redesignated
cl. (4) as (5), added cl. (4) and provisions following cl.
(5), as so redesignated, relating to arrangements which
shall not be considered a violation of cl. (4)(B).

Subsec. (d)(2). Pub. L. 98–181, § 461(c), substituted pro-
visions setting forth the liability of persons violating
the prohibitions or limitations of this section for provi-
sions setting forth liability, in addition to penalties
provided in par. (1), of persons violating subsecs. (a) and
(b) of this section, plus costs and attorney’s fees.

Subsec. (d)(3) to (6). Pub. L. 98–181, § 461(c), added
pars. (3) to (6).

1976—Subsec. (c). Pub. L. 94–205 added cls. (3) and (4).

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 98–181 effective Jan. 1, 1984,
see section 461(f) of Pub. L. 98–181, set out as a note
under section 2602 of this title.

EFFECTIVE DATE OF 1976 AMENDMENT

Amendment by Pub. L. 94–205 effective Jan. 2, 1976,
see section 12 of Pub. L. 94–205, set out as a note under
section 2602 of this title.

TRANSFER OF FUNCTIONS

Federal Home Loan Bank Board abolished and func-
tions transferred, see sections 401 to 406 of Pub. L.
101–73, set out as a note under section 1437 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2614 of this title.

§ 2608. Title companies; liability of seller

(a) No seller of property that will be purchased
with the assistance of a federally related mort-
gage loan shall require directly or indirectly, as

a condition to selling the property, that title in-
surance covering the property be purchased by
the buyer from any particular title company.

(b) Any seller who violates the provisions of
subsection (a) of this section shall be liable to
the buyer in an amount equal to three times all
charges made for such title insurance.

(Pub. L. 93–533, § 9, Dec. 22, 1974, 88 Stat. 1728.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2614 of this title.

§ 2609. Limitation on requirement of advance de-
posits in escrow accounts

(a) In general
A lender, in connection with a federally relat-

ed mortgage loan, may not require the borrower
or prospective borrower—

(1) to deposit in any escrow account which
may be established in connection with such
loan for the purpose of assuring payment of
taxes, insurance premiums, or other charges
with respect to the property, in connection
with the settlement, an aggregate sum (for
such purpose) in excess of a sum that will be
sufficient to pay such taxes, insurance pre-
miums and other charges attributable to the
period beginning on the last date on which
each such charge would have been paid under
the normal lending practice of the lender and
local custom, provided that the selection of
each such date constitutes prudent lending
practice, and ending on the due date of its
first full installment payment under the mort-
gage, plus one-sixth of the estimated total
amount of such taxes, insurance premiums and
other charges to be paid on dates, as provided
above, during the ensuing twelve-month pe-
riod; or

(2) to deposit in any such escrow account in
any month beginning with the first full in-
stallment payment under the mortgage a sum
(for the purpose of assuring payment of taxes,
insurance premiums and other charges with
respect to the property) in excess of the sum
of (A) one-twelfth of the total amount of the
estimated taxes, insurance premiums and
other charges which are reasonably antici-
pated to be paid on dates during the ensuing
twelve months which dates are in accordance
with the normal lending practice of the lender
and local custom, provided that the selection
of each such date constitutes prudent lending
practice, plus (B) such amount as is necessary
to maintain an additional balance in such es-
crow account not to exceed one-sixth of the es-
timated total amount of such taxes, insurance
premiums and other charges to be paid on
dates, as provided above, during the ensuing
twelve-month period: Provided, however, That
in the event the lender determines there will
be or is a deficiency he shall not be prohibited
from requiring additional monthly deposits in
such escrow account to avoid or eliminate
such deficiency.

(b) Notification of shortage in escrow account
If the terms of any federally related mortgage

loan require the borrower to make payments to
the servicer (as the term is defined in section
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1 So in original. Probably should be subsection ‘‘(c)’’.

2605(i) of this title) of the loan for deposit into
an escrow account for the purpose of assuring
payment of taxes, insurance premiums, and
other charges with respect to the property, the
servicer shall notify the borrower not less than
annually of any shortage of funds in the escrow
account.
(c) Escrow account statements

(1) Initial statement
(A) In general

Any servicer that has established an es-
crow account in connection with a federally
related mortgage loan shall submit to the
borrower for which the escrow account has
been established a statement clearly itemiz-
ing the estimated taxes, insurance pre-
miums, and other charges that are reason-
ably anticipated to be paid from the escrow
account during the first 12 months after the
establishment of the account and the antici-
pated dates of such payments.
(B) Time of submission

The statement required under subpara-
graph (A) shall be submitted to the borrower
at closing with respect to the property for
which the mortgage loan is made or not
later than the expiration of the 45-day period
beginning on the date of the establishment
of the escrow account.
(C) Initial statement at closing

Any servicer may submit the statement
required under subparagraph (A) to the bor-
rower at closing and may incorporate such
statement in the uniform settlement state-
ment required under section 2603 of this
title. The Secretary shall issue regulations
prescribing any changes necessary to the
uniform settlement statement under section
2603 of this title that specify how the state-
ment required under subparagraph (A) of
this section shall be incorporated in the uni-
form settlement statement.

(2) Annual statement
(A) In general

Any servicer that has established or con-
tinued an escrow account in connection with
a federally related mortgage loan shall sub-
mit to the borrower for which the escrow ac-
count has been established or continued a
statement clearly itemizing, for each period
described in subparagraph (B) (during which
the servicer services the escrow account),
the amount of the borrower’s current
monthly payment, the portion of the month-
ly payment being placed in the escrow ac-
count, the total amount paid into the escrow
account during the period, the total amount
paid out of the escrow account during the
period for taxes, insurance premiums, and
other charges (as separately identified), and
the balance in the escrow account at the
conclusion of the period.
(B) Time of submission

The statement required under subpara-
graph (A) shall be submitted to the borrower
not less than once for each 12-month period,
the first such period beginning on the first

January 1st that occurs after November 28,
1990, and shall be submitted not more than
30 days after the conclusion of each such 1-
year period.

(d) Penalties
(1) In general

In the case of each failure to submit a state-
ment to a borrower as required under sub-
section (c) of this section, the Secretary shall
assess to the lender or escrow servicer failing
to submit the statement a civil penalty of $50
for each such failure, but the total amount im-
posed on such lender or escrow servicer for all
such failures during any 12-month period re-
ferred to in subsection (b) 1 of this section may
not exceed $100,000.

(2) Intentional violations
If any failure to which paragraph (1) applies

is due to intentional disregard of the require-
ment to submit the statement, then, with re-
spect to such failure—

(A) the penalty imposed under paragraph
(1) shall be $100; and

(B) in the case of any penalty determined
under subparagraph (A), the $100,000 limita-
tion under paragraph (1) shall not apply.

(Pub. L. 93–533, § 10, Dec. 22, 1974, 88 Stat. 1728;
Pub. L. 94–205, § 8, Jan. 2, 1976, 89 Stat. 1158; Pub.
L. 101–625, title IX, § 942(a), Nov. 28, 1990, 104
Stat. 4411; Pub. L. 104–208, div. A, title II,
§ 2103(g)(2), Sept. 30, 1996, 110 Stat. 3009–401.)

AMENDMENTS

1996—Subsec. (c)(1)(C). Pub. L. 104–208 substituted
‘‘The Secretary’’ for ‘‘Not later than the expiration of
the 90-day period beginning on November 28, 1990, the
Secretary’’ in second sentence.

1990—Pub. L. 101–625 designated existing provisions as
subsec. (a), inserted heading, and added subsecs. (b) to
(d).

1976—Pub. L. 94–205 provided that in addition to
amounts required for the payment of taxes, insurance
premiums, and other charges due at settlement, the
buyer could not be required at settlement to place into
an escrow account more than one-sixth of the esti-
mated total amount of such taxes, insurance premiums,
and other charges payable within a twelve month pe-
riod beginning on the date of settlement, but the buyer
could be required to make monthly payments into an
escrow account sufficient to maintain a surplus of one-
sixth of the estimated total amount payable in the
coming twelve month period.

EFFECTIVE DATE OF 1976 AMENDMENT

Amendment by Pub. L. 94–205 effective Jan. 2, 1976,
see section 12 of Pub. L. 94–205, set out as a note under
section 2602 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2605, 2610 of this
title; title 42 section 4012a.

§ 2610. Prohibition of fees for preparation of
truth-in-lending, uniform settlement, and es-
crow account statements

No fee shall be imposed or charge made upon
any other person (as a part of settlement costs
or otherwise) by a lender in connection with a
federally related mortgage loan made by it (or a



Page 1374TITLE 12—BANKS AND BANKING§§ 2611 to 2613

loan for the purchase of a mobile home), or by
a servicer (as the term is defined under section
2605(i) of this title), for or on account of the
preparation and submission by such lender or
servicer of the statement or statements required
(in connection with such loan) by sections 2603
and 2609(c) of this title or by the Truth in Lend-
ing Act [15 U.S.C. 1601 et seq.].

(Pub. L. 93–533, § 12, Dec. 22, 1974, 88 Stat. 1729;
Pub. L. 101–625, title IX, § 942(b), Nov. 28, 1990, 104
Stat. 4412.)

REFERENCES IN TEXT

Truth in Lending Act, referred to in text, is title I of
Pub. L. 90–321, May 29, 1968, 82 Stat. 146, as amended,
which is classified generally to subchapter I (§ 1601 et
seq.) of chapter 41 of Title 15, Commerce and Trade. For
complete classification of this Act to the Code, see
Short Title note set out under section 1601 of Title 15
and Tables.

AMENDMENTS

1990—Pub. L. 101–625 substituted present section
catchline for ‘‘Fee for preparation of truth-in-lending
and uniform settlement statements’’, inserted after
first comma ‘‘or by a servicer (as the term is defined
under section 2605(i) of this title),’’, and substituted
‘‘lender or servicer’’ for second reference to ‘‘lender’’
and ‘‘2609(c)’’ for ‘‘2605’’.

§§ 2611 to 2613. Repealed. Pub. L. 104�208, div. A,
title II, § 2103(h), Sept. 30, 1996, 110 Stat.
3009�401

Section 2611, Pub. L. 93–533, § 13, Dec. 22, 1974, 88 Stat.
1730, related to establishment of land parcel recor-
dation system on demonstration basis.

Section 2612, Pub. L. 93–533, § 14, Dec. 22, 1974, 88 Stat.
1730, directed Secretary of Housing and Urban Develop-
ment to report on necessity for further legislation in-
volving real estate settlements.

Section 2613, Pub. L. 93–533, § 15, Dec. 22, 1974, 88 Stat.
1730, directed Secretary of Housing and Urban Develop-
ment to determine, and report to Congress on, feasibil-
ity of including statements of settlement costs in spe-
cial information booklets.

§ 2614. Jurisdiction of courts; limitations

Any action pursuant to the provisions of sec-
tion 2605, 2607, or 2608 of this title may be
brought in the United States district court or in
any other court of competent jurisdiction, for
the district in which the property involved is lo-
cated, or where the violation is alleged to have
occurred, within 3 years in the case of a viola-
tion of section 2605 of this title and 1 year in the
case of a violation of section 2607 or 2608 of this
title from the date of the occurrence of the vio-
lation, except that actions brought by the Sec-
retary, the Attorney General of any State, or
the insurance commissioner of any State may be
brought within 3 years from the date of the oc-
currence of the violation.

(Pub. L. 93–533, § 16, Dec. 22, 1974, 88 Stat. 1731;
Pub. L. 98–181, title IV, § 461(d), Nov. 30, 1983, 97
Stat. 1232; Pub. L. 104–208, div. A, title II,
§ 2103(e), Sept. 30, 1996, 110 Stat. 3009–400.)

AMENDMENTS

1996—Pub. L. 104–208 substituted ‘‘section 2605, 2607, or
2608 of this title’’ for ‘‘section 2607 or 2608 of this title’’
and ‘‘within 3 years in the case of a violation of section
2605 of this title and 1 year in the case of a violation of
section 2607 or 2608 of this title’’ for ‘‘within one year’’.

1983—Pub. L. 98–181 amended section generally, strik-
ing out a reference to section 2605 of this title, and in-
serting provision allowing action in district where vio-
lation is alleged to have occurred, and provision relat-
ing to time limitations in actions brought by the Sec-
retary, the Attorney General of any State, or the insur-
ance commissioner of any State.

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 98–181 effective Jan. 1, 1984,
see section 461(f) of Pub. L. 98–181, set out as a note
under section 2602 of this title.

§ 2615. Contracts and liens; validity

Nothing in this chapter shall affect the valid-
ity or enforceability of any sale or contract for
the sale of real property or any loan, loan agree-
ment, mortgage, or lien made or arising in con-
nection with a federally related mortgage loan.

(Pub. L. 93–533, § 17, Dec. 22, 1974, 88 Stat. 1731.)

§ 2616. State laws unaffected; inconsistent Fed-
eral and State provisions

This chapter does not annul, alter, or affect,
or exempt any person subject to the provisions
of this chapter from complying with, the laws of
any State with respect to settlement practices,
except to the extent that those laws are incon-
sistent with any provision of this chapter, and
then only to the extent of the inconsistency.
The Secretary is authorized to determine wheth-
er such inconsistencies exist. The Secretary
may not determine that any State law is incon-
sistent with any provision of this chapter if the
Secretary determines that such law gives great-
er protection to the consumer. In making these
determinations the Secretary shall consult with
the appropriate Federal agencies.

(Pub. L. 93–533, § 18, Dec. 22, 1974, 88 Stat. 1731;
Pub. L. 94–205, § 9, Jan. 2, 1976, 89 Stat. 1159.)

AMENDMENTS

1976—Pub. L. 94–205 struck out ‘‘(a)’’ before ‘‘This
chapter’’ and struck out subsec. (b) which provided for
Federal protection against liability for acts done or
omitted in good faith in accordance with the rules, reg-
ulations, or interpretations issued by the Secretary.
See section 2617 (b) of this title.

EFFECTIVE DATE OF 1976 AMENDMENT

Amendment by Pub. L. 94–205 effective Jan. 2, 1976,
see section 12 of Pub. L. 94–205, set out as a note under
section 2602 of this title.

§ 2617. Authority of Secretary

(a) Issuance of regulations; exemptions
The Secretary is authorized to prescribe such

rules and regulations, to make such interpreta-
tions, and to grant such reasonable exemptions
for classes of transactions, as may be necessary
to achieve the purposes of this chapter.

(b) Liability for acts done in good faith in con-
formity with rule, regulation, or interpreta-
tion

No provision of this chapter or the laws of any
State imposing any liability shall apply to any
act done or omitted in good faith in conformity
with any rule, regulation, or interpretation
thereof by the Secretary or the Attorney Gen-
eral, notwithstanding that after such act or
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omission has occurred, such rule, regulation, or
interpretation is amended, rescinded, or deter-
mined by judicial or other authority to be in-
valid for any reason.
(c) Investigations; hearings; failure to obey

order; contempt
(1) The Secretary may investigate any facts,

conditions, practices, or matters that may be
deemed necessary or proper to aid in the en-
forcement of the provisions of this chapter, in
prescribing of rules and regulations thereunder,
or in securing information to serve as a basis for
recommending further legislation concerning
real estate settlement practices. To aid in the
investigations, the Secretary is authorized to
hold such hearings, administer such oaths, and
require by subpena the attendance and testi-
mony of such witnesses and production of such
documents as the Secretary deems advisable.

(2) Any district court of the United States
within the jurisdiction of which an inquiry is
carried on may, in the case of contumacy or re-
fusal to obey a subpena of the Secretary issued
under this section, issue an order requiring com-
pliance therewith; and any failure to obey such
order of the court may be punished by such
court as a contempt thereof.
(d) Delay of effectiveness of recent final regula-

tion relating to payments to employees
(1) In general

The amendment to part 3500 of title 24 of the
Code of Federal Regulations contained in the
final regulation prescribed by the Secretary
and published in the Federal Register on June
7, 1996, which will, as of the effective date of
such amendment—

(A) eliminate the exemption for payments
by an employer to employees of such em-
ployer for referral activities which is cur-
rently codified as section 3500.14(g)(1)(vii) of
such title 24; and

(B) replace such exemption with a more
limited exemption in new clauses (vii), (viii),
and (ix) of section 3500.14 of such title 24,

shall not take effect before July 31, 1997.
(2) Continuation of prior rule

The regulation codified as section
3500.14(g)(1)(vii) of title 24 of the Code of Fed-
eral Regulations, relating to employer-em-
ployee payments, as in effect on May 1, 1996,
shall remain in effect until the date the
amendment referred to in paragraph (1) takes
effect in accordance with such paragraph.
(3) Public notice of effective date

The Secretary shall provide public notice of
the date on which the amendment referred to
in paragraph (1) will take effect in accordance
with such paragraph not less than 90 days and
not more than 180 days before such effective
date.

(Pub. L. 93–533, § 19, as added Pub. L. 94–205, § 10,
Jan. 2, 1976, 89 Stat. 1159; amended Pub. L.
98–181, title IV, § 461(e), Nov. 30, 1983, 97 Stat.
1232; Pub. L. 104–208, div. A, title II, § 2103(f),
Sept. 30, 1996, 110 Stat. 3009–401.)

AMENDMENTS

1996—Subsec. (d). Pub. L. 104–208 added subsec. (d).

1983—Subsec. (c). Pub. L. 98–181 added subsec. (c).

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 98–181 effective Jan. 1, 1984,
see section 461(f) of Pub. L. 98–181, set out as a note
under section 2602 of this title.

EFFECTIVE DATE

Section effective Jan. 2, 1976, see section 12 of Pub. L.
94–205, set out as an Effective Date of 1976 Amendment
note under section 2602 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2606 of this title.

CHAPTER 28�EMERGENCY MORTGAGE
RELIEF

Sec.
2701. Congressional findings and declaration of pur-

pose.
2702. Mortgages eligible for assistance.
2703. Manner of assistance and repayment.

(a) Form of assistance.
(b) Amount of assistance.
(c) Monthly payments; extension of time;

report of increase in income.
(d) Conditions and terms of repayment;

interest rate.
(e) Deferral of commencement of repay-

ment; security for repayment.
2704. Insurance for emergency mortgage loans and

advances.
(a) Institutions eligible.
(b) Amount of insurance.
(c) Premium charge; amount.
(d) Waiver of compliance with rules and

regulations; finality and incontest-
ability of payment for loss; transfer
of insurance.

(e) Maximum aggregate amount of loans
and advances insured.

2705. Emergency mortgage relief payments.
(a) Direct payments to mortgagee.
(b) Mortgages eligible; terms and condi-

tions.
(c) Processing of relief payments; power

of Secretary.
2706. Emergency Homeowners’ Relief Fund.
2707. Authority of Secretary.

(a) Rules and regulations.
(b) Payment of expenses and charges re-

lating to acquisition, handling, im-
provement, or disposal of real and
personal property.

(c) Powers with respect to property
rights held by Secretary.

2708. Authorization of appropriations; limitations;
expiration date for loans and advances of
credit.

2709. Waiver and relaxation by institutions and ap-
proved mortgagees of limitations with re-
spect to mortgage delinquencies; notifica-
tion to Federal supervisory agency prior to
foreclosure proceedings.

2710. Reports to Congress; time; contents.
2711. Nonapplicability of other laws.
2712. Federal Deposit Insurance Corporation ad-

vances to insured banks.

§ 2701. Congressional findings and declaration of
purpose

(a) The Congress finds that—
(1) the Nation is in a severe recession and

that the sharp downturn in economic activity
has driven large numbers of workers into un-
employment and has reduced the incomes of
many others;
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(2) as a result of these adverse economic con-
ditions the capacity of many homeowners to
continue to make mortgage payments has de-
teriorated and may further deteriorate in the
months ahead, leading to the possibility of
widespread mortgage foreclosures and distress
sales of homes; and

(3) many of these homeowners could retain
their homes with temporary financial assist-
ance until economic conditions improve.

(b) It is the purpose of this chapter to provide
a standby authority which will prevent wide-
spread mortgage foreclosures and distress sales
of homes resulting from the temporary loss of
employment and income through a program of
emergency loans and advances and emergency
mortgage relief payments to homeowners to de-
fray mortgage expenses.

(Pub. L. 94–50, title I, § 102, July 2, 1975, 89 Stat.
249.)

SHORT TITLE

Section 1 of Pub. L. 94–50 provided: ‘‘That this Act
[enacting this chapter, amending sections 1723e and
1735b of this title and sections 1452 and 4106 of Title 42,
The Public Health and Welfare, enacting provisions set
out as a note under this section, and amending provi-
sions set out as a note under section 1723e of this title]
may be cited as the ‘Emergency Housing Act of 1975’.’’

Section 101 of title I of Pub. L. 94–50 provided that:
‘‘This title [enacting this chapter] may be cited as the
‘Emergency Homeowners’ Relief Act’.’’

§ 2702. Mortgages eligible for assistance

No assistance shall be extended with respect
to any mortgage under this chapter unless—

(1) the holder of the mortgage has indicated
to the mortgagor its intention to foreclose;

(2) the mortgagor and holder of the mort-
gage have indicated in writing to the Sec-
retary of Housing and Urban Development
(hereinafter referred to as the ‘‘Secretary’’)
and to any agency or department of the Fed-
eral Government responsible for the regula-
tion of the holder that circumstances (such as
the volume of delinquent loans in its portfolio)
make it probable that there will be a fore-
closure and that the mortgagor is in need of
emergency mortgage relief as authorized by
this chapter, except that such statement by
the holder of the mortgage may be waived by
the Secretary if in his judgment such waiver
would further the purposes of this chapter;

(3) payments under the mortgage have been
delinquent for at least three months;

(4) the mortgagor has incurred a substantial
reduction in income as a result of involuntary
unemployment or underemployment due to
adverse economic conditions and is financially
unable to make full mortgage payments;

(5) there is a reasonable prospect that the
mortgagor will be able to make the adjust-
ments necessary for a full resumption of mort-
gage payments; and

(6) the mortgaged property is the principal
residence of the mortgagor.

(Pub. L. 94–50, title I, § 103, July 2, 1975, 89 Stat.
249.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2703, 2705 of this
title.

§ 2703. Manner of assistance and repayment

(a) Form of assistance
Assistance under this chapter with respect to

a mortgage which meets the requirements of
section 2702 of this title may be provided in the
form of emergency mortgage relief loans and ad-
vances of credit insured pursuant to section 2704
of this title or in the form of emergency mort-
gage relief payments made by the Secretary pur-
suant to section 2705 of this title.

(b) Amount of assistance
Assistance under this chapter on behalf of a

homeowner may be made available in an amount
up to the amount of the principal, interest,
taxes, ground rents, hazard insurance, and mort-
gage insurance premiums due under the home-
owner’s mortgage, but such assistance shall not
exceed the lesser of $250 per month or the
amount determined to be reasonably necessary
to supplement such amount as the homeowner is
capable of contributing toward such mortgage
payment.

(c) Monthly payments; extension of time; report
of increase in income

Monthly payments may be provided under this
chapter either with the proceeds of an insured
loan or advance of credit or with emergency
mortgage relief payments for up to twelve
months, and, in accordance with criteria pre-
scribed by the Secretary, such monthly pay-
ments may be extended once for up to twelve ad-
ditional months. A mortgagor receiving the ben-
efit of mortgage relief assistance pursuant to
this chapter shall be required, in accordance
with criteria prescribed by the Secretary, to re-
port any increase in income which will permit a
reduction or termination of such assistance dur-
ing this period.

(d) Conditions and terms of repayment; interest
rate

Emergency loans or advances of credit made
and insured under section 2704 of this title, and
emergency mortgage relief payments made
under section 2705 of this title, shall be repay-
able by the homeowner upon such terms and
conditions as the Secretary shall prescribe, ex-
cept that interest on a loan or advance of credit
insured under section 2704 of this title or emer-
gency mortgage relief payments made under sec-
tion 2705 of this title shall not be charged at a
rate which exceeds the maximum interest rate
applicable with respect to mortgages insured
pursuant to section 1709(b) of this title.

(e) Deferral of commencement of repayment; se-
curity for repayment

The Secretary may provide for the deferral of
the commencement of the repayment of a loan
or advance insured under section 2704 of this
title or emergency mortgage relief payments
made under section 2705 of this title until one
year following the date of the last disbursement
of the proceeds of the loan or advance or pay-
ments or for such longer period as the Secretary
determines would further the purpose of this
chapter. The Secretary shall by regulation re-
quire such security for the repayment of insured
loans or advances of credit or emergency mort-
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gage relief payments as he deems appropriate
and may require that such repayment be secured
by a lien on the mortgaged property.

(Pub. L. 94–50, title I, § 104, July 2, 1975, 89 Stat.
250.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2704, 2705 of this
title.

§ 2704. Insurance for emergency mortgage loans
and advances

(a) Institutions eligible
The Secretary is authorized, upon such terms

and conditions as the Secretary may prescribe,
to insure banks, trust companies, finance com-
panies, mortgage companies, savings and loan
associations, insurance companies, credit
unions, and such other financial institutions,
which the Secretary finds to be qualified by ex-
perience and facilities and approves as eligible
for insurance, against losses which they may
sustain as a result of emergency loans or ad-
vances of credit made in accordance with the
provisions of section 2703 of this title and this
section with respect to mortgages eligible for
assistance under this chapter.

(b) Amount of insurance
In no case shall the insurance granted by the

Secretary under this section to any financial in-
stitution on loans and advances made by such fi-
nancial institution for the purposes of this chap-
ter exceed 40 per centum of the total amount of
such loans and advances made by the institu-
tion, except that, with respect to any individual
loan or advance of credit, the amount of any
claim for loss on such individual loan or advance
of credit paid by the Secretary under the provi-
sion of this section shall not exceed 90 per cen-
tum of such loss.

(c) Premium charge; amount
The Secretary is authorized to fix a premium

charge or charges for the insurance granted
under this section, but in the case of any loan or
advance of credit, such charge or charges shall
not exceed an amount equivalent to one-half of
1 per centum per annum of the principal obliga-
tion of such loan or advance of credit outstand-
ing at any time.

(d) Waiver of compliance with rules and regula-
tions; finality and incontestability of pay-
ment for loss; transfer of insurance

The Secretary is authorized and empowered to
waive compliance with any rule or regulation
prescribed by the Secretary for the purposes of
this section if, in the Secretary’s judgment, the
enforcement of such rule or regulation would
impose an injustice upon an insured lending in-
stitution which has substantially complied with
such regulations in good faith. Any payment for
loss made to an insured financial institution
under this section shall be final and incontest-
able after two years from the date the claim was
certified for payment by the Secretary, in the
absence of fraud or misrepresentation on the
part of such institution unless a demand for re-
purchase of the obligation shall have been made
on behalf of the United States prior to the expi-

ration of such two-year period. The Secretary is
authorized to transfer to any financial institu-
tion approved for insurance under this chapter
any insurance in connection with any loan
which may be sold to it by another insured fi-
nancial institution.
(e) Maximum aggregate amount of loans and ad-

vances insured
The aggregate amount of loans and advances

insured under this section shall not exceed
$1,500,000,000 at any one time.

(Pub. L. 94–50, title I, § 105, July 2, 1975, 89 Stat.
251.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2703, 2705, 2706
of this title.

§ 2705. Emergency mortgage relief payments

(a) Direct payments to mortgagee
In the case of any mortgagee which would

otherwise be eligible to participate in the pro-
gram authorized under section 2704 of this title
but does not qualify for an advance or advances
as authorized by section 2712 of this title or
under section 1430, 1430b, or 1431 of this title or
otherwise elects not to participate in the pro-
gram authorized under section 2704 of this title,
the Secretary is authorized to make repayable
emergency mortgage relief payments directly to
such mortgagee on behalf of homeowners whose
mortgages are held by such financial institution
and who are delinquent in their mortgage pay-
ments.
(b) Mortgages eligible; terms and conditions

Emergency mortgage relief payments shall be
made under this section only with respect to a
mortgage which meets the requirements of sec-
tion 2702 of this title and only on such terms and
conditions as the Secretary may prescribe, sub-
ject to the provisions of section 2703 of this title.
(c) Processing of relief payments; power of Sec-

retary
The Secretary may make such delegations and

accept such certifications with respect to the
processing of mortgage relief payments provided
under this section as he deems appropriate to fa-
cilitate the prompt and efficient implementa-
tion of the assistance authorized under this sec-
tion.

(Pub. L. 94–50, title I, § 106, July 2, 1975, 89 Stat.
251.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2703, 2706, 2708
of this title.

§ 2706. Emergency Homeowners� Relief Fund

(a) To carry out the purposes of this chapter,
the Secretary is authorized to establish in the
Treasury of the United States an Emergency
Homeowners’ Relief Fund (hereinafter in this
chapter referred to as the ‘‘fund’’) which shall be
available to the Secretary without fiscal year
limitation—

(1) for making payments in connection with
defaulted loans or advances of credit insured
under section 2704 of this title;
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(2) for making emergency mortgage relief
payments under section 2705 of this title;

(3) to pay such administrative expenses (or
portion of such expenses) of carrying out the
provisions of this chapter as the Secretary
may deem necessary.

(b) The fund shall be credited with—
(1) all amounts received by the Secretary as

premium charges for insurance or as repay-
ment for emergency mortgage relief payments
under this chapter and all receipts, earnings,
collections, or proceeds derived from any
claim or other assets acquired by the Sec-
retary under this Act; and

(2) such amounts as may be appropriated for
the purposes of this chapter.

(Pub. L. 94–50, title I, § 107, July 2, 1975, 89 Stat.
252; Pub. L. 98–479, title II, § 204(m)(1), Oct. 17,
1984, 98 Stat. 2234.)

REFERENCES IN TEXT

This Act, referred to in subsec. (b)(1), is Pub. L. 94–50,
July 2, 1975, 89 Stat. 249, as amended, known as the
Emergency Housing Act of 1975, which in addition to
enacting this chapter, amended sections 1723e, 1723e
note and 1735b of this title, and sections 1452 and 4106
of Title 42, The Public Health and Welfare. For com-
plete classification of this Act to the Code, see Short
Title note set out under section 2701 of this title and
Tables.

AMENDMENTS

1984—Subsec. (a). Pub. L. 98–479, § 204(m)(1)(A), (B), re-
designated subsec. (a)(1) as subsec. (a) and subpars. (A),
(B), and (C) as pars. (1), (2), and (3), respectively.

Subsec. (b). Pub. L. 98–479, § 204(m)(1)(C), (D), redesig-
nated subsec. (a)(2) as subsec. (b) and subpars. (A) and
(B) as pars. (1) and (2), respectively.

§ 2707. Authority of Secretary

(a) Rules and regulations
The Secretary is authorized to make such

rules and regulations as may be necessary to
carry out the provisions of this chapter.
(b) Payment of expenses and charges relating to

acquisition, handling, improvement, or dis-
posal of real and personal property

Notwithstanding any other provision of law
relating to the acquisition, handling, improve-
ment, or disposal of real or other property by
the United States, the Secretary shall have
power, for the protection of the interest of the
fund authorized under this chapter, to pay out of
such fund all expenses or charges in connection
with the acquisition, handling, improvement, or
disposal of any property, real or personal, ac-
quired by the Secretary as a result of recoveries
under security, subrogation, or other rights.
(c) Powers with respect to property rights held

by Secretary
In the performance of, with respect to, the

functions, powers, and duties vested in the Sec-
retary by this chapter, the Secretary shall—

(1) have the power, notwithstanding any
other provision of law, whether before or after
default, to provide by contract or otherwise
for the extinguishment upon default of any re-
demption, equitable, legal, or other right, title
in any mortgage, deed, trust, or other instru-
ment held by or held on behalf of the Sec-

retary under the provisions of this chapter;
and

(2) have the power to foreclose on any prop-
erty or commence any action to protect or en-
force any right conferred upon the Secretary
by law, contract, or other agreement, and bid
for and purchase at any foreclosure or other
sale any property in connection with which as-
sistance has been provided pursuant to this
chapter. In the event of any such acquisition,
the Secretary may, notwithstanding any other
provision of law relating to the acquisition,
handling, or disposal of real property by the
United States, complete, remodel and convert,
dispose of, lease, and otherwise deal with, such
property. Notwithstanding any other provision
of law, the Secretary also shall have power to
pursue to final collection by way of com-
promise or otherwise all claims acquired by
him in connection with any security, subroga-
tion, or other rights obtained by him in ad-
ministering this chapter.

(Pub. L. 94–50, title I, § 108, July 2, 1975, 89 Stat.
252.)

§ 2708. Authorization of appropriations; limita-
tions; expiration date for loans and advances
of credit

(a) There are authorized to be appropriated for
purposes of this chapter such sums as may be
necessary, except that the funds authorized to
be appropriated for section 2705 of this title
shall not exceed $500,000,000. Any amounts so ap-
propriated shall remain available until ex-
pended.

(b) No loans or advance of credit shall be in-
sured and no emergency mortgage relief pay-
ments made under this chapter after September
30, 1977, except if such loan or advance or such
payments are made with respect to a mortgagor
receiving the benefit of a loan or advance in-
sured, or emergency mortgage relief payments
made, under this chapter on such date.

(Pub. L. 94–50, title I, § 109, July 2, 1975, 89 Stat.
253; Pub. L. 94–375, § 13(a), Aug. 3, 1976, 90 Stat.
1075.)

AMENDMENTS

1976—Subsec. (b). Pub. L. 94–375 substituted ‘‘Septem-
ber 30, 1977’’ for ‘‘June 30, 1976’’.

§ 2709. Waiver and relaxation by institutions and
approved mortgagees of limitations with re-
spect to mortgage delinquencies; notification
to Federal supervisory agency prior to fore-
closure proceedings

Each Federal supervisory agency with respect
to financial institutions subject to its jurisdic-
tion, and the Secretary, with respect to other
approved mortgagees, shall (1) prior to October
1, 1977, take appropriate action, not inconsistent
with laws relating to the safety or soundness of
such institutions or mortgagee, as the case may
be, to waive or relax limitations pertaining to
the operations of such institutions or mortga-
gees with respect to mortgage delinquencies in
order to cause or encourage forebearance in resi-
dential mortgage loan foreclosures, and (2) until
one year from July 2, 1975, request each such in-
stitution or mortgagee to notify that Federal
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supervisory agency, the Secretary, and the
mortgagor, at least thirty days prior to institut-
ing foreclosure proceedings in connection with
any mortgage loan. As used in this chapter the
term ‘‘Federal supervisory agency’’ means the
Board of Governors of the Federal Reserve Sys-
tem, the Board of Directors of the Federal De-
posit Insurance Corporation, the Comptroller of
the Currency, the Federal Home Loan Bank
Board, the Federal Savings and Loan Insurance
Corporation, and the National Credit Union Ad-
ministration.

(Pub. L. 94–50, title I, § 110, July 2, 1975, 89 Stat.
253; Pub. L. 94–375, § 13(b), Aug. 3, 1976, 90 Stat.
1075; Pub. L. 98–479, title II, § 204(m)(2), Oct. 17,
1984, 98 Stat. 2234.)

AMENDMENTS

1984—Pub. L. 98–479 struck out subsection ‘‘(a)’’ des-
ignation.

1976—Subsec. (a). Pub. L. 94–375 substituted ‘‘Each’’
for ‘‘Until one year from July 2, 1975, each’’, and in-
serted ‘‘prior to October 1, 1977’’ after ‘‘(1)’’, and ‘‘until
one year from July 2, 1975’’ after ‘‘(2)’’.

TRANSFER OF FUNCTIONS

Federal Home Loan Bank Board and Federal Savings
and Loan Insurance Corporation abolished and func-
tions transferred, see sections 401 to 406 of Pub. L.
101–73, set out as a note under section 1437 of this title.

§ 2710. Reports to Congress; time; contents

Within sixty days after July 2, 1975, and within
each sixty-day period thereafter prior to Octo-
ber 1, 1977, the Secretary shall make a report to
the Congress on (1) the current rate of delin-
quencies and foreclosures in the housing market
areas of the country which should be of imme-
diate concern if the purposes of this chapter is
to be achieved; (2) the extent of, and prospect for
continuance of, voluntary forebearance by mort-
gagees in such housing market areas; (3) actions
being taken by governmental agencies to en-
courage forebearance by mortgagees in such
housing market areas; (4) actions taken and ac-
tions likely to be taken with respect to making
assistance under this chapter available to allevi-
ate hardships resulting from any serious rates of
delinquencies and foreclosures; and (5) the cur-
rent default status and projected default trends
with respect to mortgages covering multifamily
properties with special attention to mortgages
insured under the various provisions of the Na-
tional Housing Act [12 U.S.C. 1701 et seq.] and
with recommendations on how such defaults and
prospective defaults may be cured or avoided in
a manner which, while giving weight to the fi-
nancial interests of the United States, takes
into full consideration the urgent needs of the
many low- and moderate-income families that
currently occupy such multifamily properties.

(Pub. L. 94–50, title I, § 111, July 2, 1975, 89 Stat.
253; Pub. L. 94–375, § 13(c), Aug. 3, 1976, 90 Stat.
1075.)

REFERENCES IN TEXT

The National Housing Act, referred to in text, is act
June 27, 1934, ch. 847, 48 Stat. 1246, as amended, which
is classified principally to chapter 13 (§ 1701 et seq.) of
this title. For complete classification of this Act to the
Code, see section 1701 of this title and Tables.

AMENDMENTS

1976—Pub. L. 94–375 substituted ‘‘October 1, 1977’’ for
‘‘July 1, 1976’’.

§ 2711. Nonapplicability of other laws

Notwithstanding any provision of law which
limits the nature, amount, term, form, or rate
of interest, or the nature, amount, or form of se-
curity of loans or advances of credit, loans, or
advances of credit may be made in accordance
with the provisions of this chapter without re-
gard to such provision of law.

(Pub. L. 94–50, title I, § 112, July 2, 1975, 89 Stat.
254.)

§ 2712. Federal Deposit Insurance Corporation
advances to insured banks

Notwithstanding any other provision of law,
the Federal Deposit Insurance Corporation is
authorized, upon such terms and conditions as
the Corporation may prescribe, to make such
advances to any insured bank as the Corporation
determines may be necessary or appropriate to
facilitate participation by such bank in the pro-
gram authorized by this chapter. For the pur-
pose of obtaining such funds as it determines are
necessary for such advances, the Corporation
may borrow from the Treasury as authorized in
section 1824 of this title, and the Secretary of
the Treasury is authorized and directed to make
loans to the Corporation for such purpose in the
same manner as loans may be made for insur-
ance purposes under such section, subject to the
maximum limitation on outstanding aggregate
loans there provided.

(Pub. L. 94–50, title I, § 113, July 2, 1975, 89 Stat.
254.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 2705 of this title.

CHAPTER 29�HOME MORTGAGE
DISCLOSURE

Sec.
2801. Congressional findings and declaration of pur-

pose.
(a) Findings of Congress.
(b) Purpose of chapter.
(c) Construction of chapter.

2802. Definitions.
2803. Maintenance of records and public disclosure.

(a) Duty of depository institutions; na-
ture and content of information.

(b) Itemization of loan data.
(c) Period of maintenance.
(d) Duration of disclosure requirements.
(e) Format for disclosures.
(f) Data disclosure system; operation,

etc.
(g) Exceptions.
(h) Submission to agencies.
(i) Exemption from certain disclosure re-

quirements.
(j) Loan application register informa-

tion.
(k) Disclosure of statements by deposi-

tory institutions.
(l) Prompt disclosures.

(m) Opportunity to reduce compliance
burden.

2804. Enforcement.
(a) Regulations.



Page 1380TITLE 12—BANKS AND BANKING§ 2801

Sec.
(b) Powers of certain other agencies.
(c) Violations of this chapter deemed vio-

lations of certain other provisions.
2805. Relation to State laws.
2806. Research and improved methods; authoriza-

tion of appropriations; recommendations to
Congressional committees.

2807. Report.
2808. Effective date.

(a) In general.
(b) CPI adjustments.

2809. Compilation of aggregate data.
(a) Commencement; scope of data and

tables.
(b) Staff and data processing resources.
(c) Availability to public.

2810. Disclosure by Secretary; commencement,
scope, etc.

2811. Repealed.

§ 2801. Congressional findings and declaration of
purpose

(a) Findings of Congress
The Congress finds that some depository insti-

tutions have sometimes contributed to the de-
cline of certain geographic areas by their failure
pursuant to their chartering responsibilities to
provide adequate home financing to qualified
applicants on reasonable terms and conditions.
(b) Purpose of chapter

The purpose of this chapter is to provide the
citizens and public officials of the United States
with sufficient information to enable them to
determine whether depository institutions are
filling their obligations to serve the housing
needs of the communities and neighborhoods in
which they are located and to assist public offi-
cials in their determination of the distribution
of public sector investments in a manner de-
signed to improve the private investment envi-
ronment.
(c) Construction of chapter

Nothing in this chapter is intended to, nor
shall it be construed to, encourage unsound
lending practices or the allocation of credit.

(Pub. L. 94–200, title III, § 302, Dec. 31, 1975, 89
Stat. 1125.)

SHORT TITLE

Section 301 of title III of Pub. L. 94–200 provided that:
‘‘This title [this chapter] may be cited as the ‘Home
Mortgage Disclosure Act of 1975’.’’

§ 2802. Definitions

For purposes of this chapter—
(1) the term ‘‘mortgage loan’’ means a loan

which is secured by residential real property
or a home improvement loan;

(2) the term ‘‘depository institution’’—
(A) means—

(i) any bank (as defined in section
1813(a)(1) of this title);

(ii) any savings association (as defined in
section 1813(b)(1) of this title); and

(iii) any credit union,

which makes federally related mortgage
loans as determined by the Board; and

(B) includes any other lending institution
(as defined in paragraph (4)) other than any
institution described in subparagraph (A);

(3) the term ‘‘completed application’’ means
an application in which the creditor has re-
ceived the information that is regularly ob-
tained in evaluating applications for the
amount and type of credit requested;

(4) the term ‘‘other lending institutions’’
means any person engaged for profit in the
business of mortgage lending;

(5) the term ‘‘Board’’ means the Board of
Governors of the Federal Reserve System; and

(6) the term ‘‘Secretary’’ means the Sec-
retary of Housing and Urban Development.

(Pub. L. 94–200, title III, § 303, Dec. 31, 1975, 89
Stat. 1125; Pub. L. 100–242, title V, § 565(a)(1),
Feb. 5, 1988, 101 Stat. 1945; Pub. L. 101–73, title
XII, § 1211(d), (e), Aug. 9, 1989, 103 Stat. 525.)

AMENDMENTS

1989—Par. (2). Pub. L. 101–73, § 1211(d), amended par.
(2) generally. Prior to amendment, par. (2) read as fol-
lows: ‘‘the term ‘depository institution’ means any
commercial bank, savings bank, savings and loan asso-
ciation, building and loan association, homestead asso-
ciation (including cooperative banks) or credit union
which makes federally related mortgage loans as deter-
mined by the Board, mortgage banking subsidiary of a
bank holding company or savings and loan holding
company, or savings and loan service corporation that
originates or purchases mortgage loans;’’.

Pars. (3) to (6). Pub. L. 101–73, § 1211(e), added pars. (3)
and (4) and redesignated former pars. (3) and (4) as (5)
and (6), respectively.

1988—Par. (2). Pub. L. 100–242 struck out ‘‘or’’ before
‘‘homestead association’’ and inserted before semicolon
at end ‘‘, mortgage banking subsidiary of a bank hold-
ing company or savings and loan holding company, or
savings and loan service corporation that originates or
purchases mortgage loans’’.

EFFECTIVE DATE OF 1989 AMENDMENT

Section 1211(k) of Pub. L. 101–73 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and sections 2803, 2804, 2807, and 2810 of this title]
shall apply to each calendar year beginning after De-
cember 31, 1989.’’

EFFECTIVE DATE OF 1988 AMENDMENT

Section 565(a)(4) of Pub. L. 100–242, as amended by
Pub. L. 100–628, title X, § 1087(a), Nov. 7, 1988, 102 Stat.
3280, provided that: ‘‘The amendments made by this
subsection [amending sections 2802, 2803, and 2810 of
this title] shall be applicable to the portion of calendar
year 1988 that begins August 19, 1988, and to each cal-
endar year beginning after December 31, 1988.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2803, 2808 of this
title.

§ 2803. Maintenance of records and public disclo-
sure

(a) Duty of depository institutions; nature and
content of information

(1) Each depository institution which has a
home office or branch office located within a
primary metropolitan statistical area, metro-
politan statistical area, or consolidated metro-
politan statistical area that is not comprised of
designated primary metropolitan statistical
areas, as defined by the Department of Com-
merce shall compile and make available, in ac-
cordance with regulations of the Board, to the
public for inspection and copying at the home
office, and at least one branch office within each
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primary metropolitan statistical area, metro-
politan statistical area, or consolidated metro-
politan statistical area that is not comprised of
designated primary metropolitan statistical
areas in which the depository institution has an
office the number and total dollar amount of
mortgage loans which were (A) originated (or for
which the institution received completed appli-
cations), or (B) purchased by that institution
during each fiscal year (beginning with the last
full fiscal year of that institution which imme-
diately preceded the effective date of this chap-
ter).

(2) The information required to be maintained
and made available under paragraph (1) shall
also be itemized in order to clearly and con-
spicuously disclose the following:

(A) The number and dollar amount for each
item referred to in paragraph (1), by census
tracts for mortgage loans secured by property
located within any county with a population
of more than 30,000, within that primary met-
ropolitan statistical area, metropolitan statis-
tical area, or consolidated metropolitan sta-
tistical area that is not comprised of des-
ignated primary metropolitan statistical
areas, otherwise, by county, for mortgage
loans secured by property located within any
other county within that primary metropoli-
tan statistical area, metropolitan statistical
area, or consolidated metropolitan statistical
area that is not comprised of designated pri-
mary metropolitan statistical areas.

(B) The number and dollar amount for each
item referred to in paragraph (1) for all such
mortgage loans which are secured by property
located outside that primary metropolitan
statistical area, metropolitan statistical area,
or consolidated metropolitan statistical area
that is not comprised of designated primary
metropolitan statistical areas.

For the purpose of this paragraph, a depository
institution which maintains offices in more
than one primary metropolitan statistical area,
metropolitan statistical area, or consolidated
metropolitan statistical area that is not com-
prised of designated primary metropolitan sta-
tistical areas shall be required to make the in-
formation required by this paragraph available
at any such office only to the extent that such
information relates to mortgage loans which
were originated or purchased (or for which com-
pleted applications were received) by an office of
that depository institution located in the pri-
mary metropolitan statistical area, metropoli-
tan statistical area, or consolidated metropoli-
tan statistical area that is not comprised of des-
ignated primary metropolitan statistical areas
in which the office making such information
available is located. For purposes of this para-
graph, other lending institutions shall be
deemed to have a home office or branch office
within a primary metropolitan statistical area,
metropolitan statistical area, or consolidated
metropolitan statistical area that is not com-
prised of designated primary metropolitan sta-
tistical areas if such institutions have origi-
nated or purchased or received completed appli-
cations for at least 5 mortgage loans in such
area in the preceding calendar year.

(b) Itemization of loan data
Any item of information relating to mortgage

loans required to be maintained under sub-
section (a) of this section shall be further item-
ized in order to disclose for each such item—

(1) the number and dollar amount of mort-
gage loans which are insured under title II of
the National Housing Act [12 U.S.C. 1707 et
seq.] or under title V of the Housing Act of
1949 [42 U.S.C. 1471 et seq.] or which are guar-
anteed under chapter 37 of title 38;

(2) the number and dollar amount of mort-
gage loans made to mortgagors who did not, at
the time of execution of the mortgage, intend
to reside in the property securing the mort-
gage loan;

(3) the number and dollar amount of home
improvement loans; and

(4) the number and dollar amount of mort-
gage loans and completed applications involv-
ing mortgagors or mortgage applicants
grouped according to census tract, income
level, racial characteristics, and gender.

(c) Period of maintenance
Any information required to be compiled and

made available under this section, other than
loan application register information under sub-
section (j) of this section, shall be maintained
and made available for a period of five years
after the close of the first year during which
such information is required to be maintained
and made available.
(d) Duration of disclosure requirements

Notwithstanding the provisions of subsection
(a)(1) of this section, data required to be dis-
closed under this section for 1980 and thereafter
shall be disclosed for each calendar year. Any
depository institution which is required to make
disclosures under this section but which has
been making disclosures on some basis other
than a calendar year basis shall make available
a separate disclosure statement containing data
for any period prior to calendar year 1980 which
is not covered by the last full year report prior
to the 1980 calendar year report.
(e) Format for disclosures

Subject to subsection (h) of this section, the
Board shall prescribe a standard format for the
disclosures required under this section.
(f) Data disclosure system; operation, etc.

The Federal Financial Institutions Examina-
tion Council, in consultation with the Sec-
retary, shall implement a system to facilitate
access to data required to be disclosed under
this section. Such system shall include arrange-
ments for a central depository of data in each
primary metropolitan statistical area, metro-
politan statistical area, or consolidated metro-
politan statistical area that is not comprised of
designated primary metropolitan statistical
areas. Disclosure statements shall be made
available to the public for inspection and copy-
ing at such central depository of data for all de-
pository institutions which are required to dis-
close information under this section (or which
are exempted pursuant to section 2805(b) of this
title) and which have a home office or branch of-
fice within such primary metropolitan statis-
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tical area, metropolitan statistical area, or con-
solidated metropolitan statistical area that is
not comprised of designated primary metropoli-
tan statistical areas.
(g) Exceptions

The requirements of subsections (a) and (b) of
this section shall not apply with respect to
mortgage loans that are—

(1) made (or for which completed applica-
tions are received) by any mortgage banking
subsidiary of a bank holding company or sav-
ings and loan holding company or by any sav-
ings and loan service corporation that origi-
nates or purchases mortgage loans; and

(2) approved (or for which completed applica-
tions are received) by the Secretary for insur-
ance under title I or II of the National Housing
Act [12 U.S.C. 1702 et seq., 1707 et seq.].

(h) Submission to agencies
The data required to be disclosed under sub-

section (b)(4) of this section shall be submitted
to the appropriate agency for each institution
reporting under this chapter. Notwithstanding
the requirement of subsection (a)(2)(A) of this
section for disclosure by census tract, the Board,
in cooperation with other appropriate regu-
lators, including—

(1) the Office of the Comptroller of the Cur-
rency for national banks and Federal branches
and Federal agencies of foreign banks;

(2) the Director of the Office of Thrift Super-
vision for savings associations;

(3) the Federal Deposit Insurance Corpora-
tion for banks insured by the Federal Deposit
Insurance Corporation (other than members of
the Federal Reserve System), mutual savings
banks, insured State branches of foreign
banks, and any other depository institution
described in section 2802(2)(A) of this title
which is not otherwise referred to in this para-
graph;

(4) the National Credit Union Administra-
tion Board for credit unions; and

(5) the Secretary of Housing and Urban De-
velopment for other lending institutions not
regulated by the agencies referred to in para-
graphs (1) through (4),

shall develop regulations prescribing the format
for such disclosures, the method for submission
of the data to the appropriate regulatory agen-
cy, and the procedures for disclosing the infor-
mation to the public. These regulations shall
also require the collection of data required to be
disclosed under subsection (b)(4) of this section
with respect to loans sold by each institution re-
porting under this chapter, and, in addition,
shall require disclosure of the class of the pur-
chaser of such loans. Any reporting institution
may submit in writing to the appropriate agen-
cy such additional data or explanations as it
deems relevant to the decision to originate or
purchase mortgage loans.
(i) Exemption from certain disclosure require-

ments
The requirements of subsection (b)(4) of this

section shall not apply with respect to any de-
pository institution described in section
2802(2)(A) of this title which has total assets, as
of the most recent full fiscal year of such insti-
tution, of $30,000,000 or less.

(j) Loan application register information
(1) In general

In addition to the information required to be
disclosed under subsections (a) and (b) of this
section, any depository institution which is
required to make disclosures under this sec-
tion shall make available to the public, upon
request, loan application register information
(as defined by the Board by regulation) in the
form required under regulations prescribed by
the Board.

(2) Format of disclosure
(A) Unedited format

Subject to subparagraph (B), the loan ap-
plication register information described in
paragraph (1) may be disclosed by a deposi-
tory institution without editing or compila-
tion and in the format in which such infor-
mation is maintained by the institution.

(B) Protection of applicant�s privacy interest
The Board shall require, by regulation,

such deletions as the Board may determine
to be appropriate to protect—

(i) any privacy interest of any applicant,
including the deletion of the applicant’s
name and identification number, the date
of the application, and the date of any de-
termination by the institution with re-
spect to such application; and

(ii) a depository institution from liabil-
ity under any Federal or State privacy
law.

(C) Census tract format encouraged
It is the sense of the Congress that a de-

pository institution should provide loan reg-
ister information under this section in a for-
mat based on the census tract in which the
property is located.

(3) Change of form not required
A depository institution meets the disclo-

sure requirement of paragraph (1) if the insti-
tution provides the information required
under such paragraph in the form in which the
institution maintains such information.

(4) Reasonable charge for information
Any depository institution which provides

information under this subsection may impose
a reasonable fee for any cost incurred in repro-
ducing such information.

(5) Time of disclosure
The disclosure of the loan application reg-

ister information described in paragraph (1)
for any year pursuant to a request under para-
graph (1) shall be made—

(A) in the case of a request made on or be-
fore March 1 of the succeeding year, before
April 1 of the succeeding year; and

(B) in the case of a request made after
March 1 of the succeeding year, before the
end of the 30-day period beginning on the
date the request is made.

(6) Retention of information
Notwithstanding subsection (c) of this sec-

tion, the loan application register information
described in paragraph (1) for any year shall be
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maintained and made available, upon request,
for 3 years after the close of the 1st year dur-
ing which such information is required to be
maintained and made available.

(7) Minimizing compliance costs
In prescribing regulations under this sub-

section, the Board shall make every effort to
minimize the costs incurred by a depository
institution in complying with this subsection
and such regulations.

(k) Disclosure of statements by depository insti-
tutions

(1) In general
In accordance with procedures established

by the Board pursuant to this section, any de-
pository institution required to make disclo-
sures under this section—

(A) shall make a disclosure statement
available, upon request, to the public no
later than 3 business days after the institu-
tion receives the statement from the Federal
Financial Institutions Examination Council;
and

(B) may make such statement available on
a floppy disc which may be used with a per-
sonal computer or in any other media which
is not prohibited under regulations pre-
scribed by the Board.

(2) Notice that data is subject to correction
after final review

Any disclosure statement provided pursuant
to paragraph (1) shall be accompanied by a
clear and conspicuous notice that the state-
ment is subject to final review and revision, if
necessary.

(3) Reasonable charge for information
Any depository institution which provides a

disclosure statement pursuant to paragraph (1)
may impose a reasonable fee for any cost in-
curred in providing or reproducing such state-
ment.

(l) Prompt disclosures
(1) In general

Any disclosure of information pursuant to
this section or section 2809 of this title shall
be made as promptly as possible.

(2) Maximum disclosure period
(A) 6- and 9-month maximum periods

Except as provided in subsections (j)(5) and
(k)(1) of this section and regulations pre-
scribed by the Board and subject to subpara-
graph (B), any information required to be
disclosed for any year beginning after De-
cember 31, 1992, under—

(i) this section shall be made available to
the public before September 1 of the suc-
ceeding year; and

(ii) section 2809 of this title shall be
made available to the public before De-
cember 1 of the succeeding year.

(B) Shorter periods encouraged after 1994
With respect to disclosures of information

under this section or section 2809 of this title
for any year beginning after December 31,
1993, every effort shall be made—

(i) to make information disclosed under
this section available to the public before
July 1 of the succeeding year; and

(ii) to make information required to be
disclosed under section 2809 of this title
available to the public before September 1
of the succeeding year.

(3) Improved procedure
The Federal Financial Institutions Exam-

ination Council shall make such changes in
the system established pursuant to subsection
(f) of this section as may be necessary to carry
out the requirements of this subsection.

(m) Opportunity to reduce compliance burden
(1) In general

(A) Satisfaction of public availability require-
ments

A depository institution shall be deemed
to have satisfied the public availability re-
quirements of subsection (a) of this section
if the institution compiles the information
required under that subsection at the home
office of the institution and provides notice
at the branch locations specified in sub-
section (a) of this section that such informa-
tion is available from the home office of the
institution upon written request.
(B) Provision of information upon request

Not later than 15 days after the receipt of
a written request for any information re-
quired to be compiled under subsection (a) of
this section, the home office of the deposi-
tory institution receiving the request shall
provide the information pertinent to the lo-
cation of the branch in question to the per-
son requesting the information.

(2) Form of information
In complying with paragraph (1), a deposi-

tory institution shall, in the sole discretion of
the institution, provide the person requesting
the information with—

(A) a paper copy of the information re-
quested; or

(B) if acceptable to the person, the infor-
mation through a form of electronic me-
dium, such as a computer disk.

(Pub. L. 94–200, title III, § 304, Dec. 31, 1975, 89
Stat. 1125; Pub. L. 96–399, title III, § 340(a), Oct. 8,
1980, 94 Stat. 1657; Pub. L. 98–181, title VII,
§ 701(a), Nov. 30, 1983, 97 Stat. 1266; Pub. L.
100–242, title V, §§ 565(a)(2), 570(h), Feb. 5, 1988, 101
Stat. 1945, 1950; Pub. L. 101–73, title XII,
§ 1211(a)–(c)(2)(C), (f), (i), (j), Aug. 9, 1989, 103
Stat. 524–526; Pub. L. 102–242, title II, § 212(a)(1),
Dec. 19, 1991, 105 Stat. 2299; Pub. L. 102–550, title
IX, § 932(a), (b), Oct. 28, 1992, 106 Stat. 3889, 3891;
Pub. L. 104–208, div. A, title II, § 2225(b), Sept. 30,
1996, 110 Stat. 3009–416.)

REFERENCES IN TEXT

For the effective date of this chapter, referred to in
subsec. (a)(1), see section 2808 of this title.

The National Housing Act, referred to in subsecs.
(b)(1) and (g)(1), is act June 27, 1934, ch. 847, 48 Stat.
1246, as amended. Titles I and II of the National Hous-
ing Act are classified generally to subchapters I (§ 1702
et seq.) and II (§ 1707 et seq.), respectively, of chapter 13
of this title. For complete classification of this Act to
the Code, see section 1701 of this title and Tables.
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1 See References in Text note below.

The Housing Act of 1949, referred to in subsec. (b)(1),
is act July 15, 1949, ch. 338, 63 Stat. 413, as amended.
Title V of the Housing Act of 1949 is classified generally
to subchapter III (§ 1471 et seq.) of chapter 8A of Title
42, The Public Health and Welfare. For complete classi-
fication of this Act to the Code, see Short Title note
set out under section 1441 of Title 42 and Tables.

AMENDMENTS

1996—Subsec. (m). Pub. L. 104–208 added subsec. (m).
1992—Subsec. (c). Pub. L. 102–550, § 932(b), inserted

‘‘, other than loan application register information
under subsection (j) of this section,’’ after ‘‘under this
section’’.

Subsecs. (j) to (l). Pub. L. 102–550, § 932(a), added sub-
secs. (j) to (l).

1991—Subsec. (h)(1). Pub. L. 102–242, § 212(a)(1)(A),
added par. (1) and struck out former par. (1) which read
as follows: ‘‘the Comptroller of the Currency for na-
tional banks;’’.

Subsec. (h)(3). Pub. L. 102–242, § 212(a)(1)(B), added par.
(3) and struck out former par. (3) which read as follows:
‘‘the Federal Deposit Insurance Corporation for banks
insured by the Federal Deposit Insurance Corporation
(other than members of the Federal Reserve System),
mutual savings banks, and any other depository insti-
tution described in section 2802(2)(A) of this title which
is not otherwise referred to in this paragraph;’’.

1989—Subsec. (a)(1). Pub. L. 101–73, § 1211(c)(1), in-
serted ‘‘(or for which the institution received com-
pleted applications)’’ after ‘‘originated’’.

Subsec. (a)(2). Pub. L. 101–73, § 1211(c)(2)(A), inserted
‘‘(or for which completed applications were received)’’
after ‘‘originated or purchased’’ in last sentence.

Pub. L. 101–73, § 1211(f), inserted at end ‘‘For purposes
of this paragraph, other lending institutions shall be
deemed to have a home office or branch office within a
primary metropolitan statistical area, metropolitan
statistical area, or consolidated metropolitan statis-
tical area that is not comprised of designated primary
metropolitan statistical areas if such institutions have
originated or purchased or received completed applica-
tions for at least 5 mortgage loans in such area in the
preceding calendar year.’’

Subsec. (b)(4). Pub. L. 101–73, § 1211(a), added par. (4).
Subsec. (e). Pub. L. 101–73, § 1211(i), substituted ‘‘Sub-

ject to subsection (h) of this section, the Board’’ for
‘‘The Board’’.

Subsec. (g)(1). Pub. L. 101–73, § 1211(c)(2)(B), inserted
‘‘(or for which completed applications are received)’’
after ‘‘made’’.

Subsec. (g)(2). Pub. L. 101–73, § 1211(c)(2)(C), inserted
‘‘(or for which completed applications are received)’’
after ‘‘approved’’.

Subsec. (h). Pub. L. 101–73, § 1211(b), added subsec. (h).
Subsec. (i). Pub. L. 101–73, § 1211(j), added subsec. (i).
1988—Subsec. (a)(1). Pub. L. 100–242, § 570(h), sub-

stituted ‘‘at least one branch’’ for ‘‘at at least one
branch’’.

Subsec. (g). Pub. L. 100–242, § 565(a)(2), added subsec.
(g).

1983—Subsecs. (a), (f). Pub. L. 98–181 substituted ‘‘pri-
mary metropolitan statistical area, metropolitan sta-
tistical area, or consolidated metropolitan statistical
area that is not comprised of designated primary met-
ropolitan statistical areas’’ for ‘‘standard metropolitan
statistical area’’ wherever appearing.

1980—Subsec. (a)(1). Pub. L. 96–399, § 340(a)(1), sub-
stituted ‘‘Department of Commerce’’ for ‘‘Office of
Management and Budget’’.

Subsec. (a)(2)(A). Pub. L. 96–399, § 340(a)(2), revised ap-
plicable factors so as to include mortgage loans in a
census tract, or by a county, and exclude readily avail-
able and reasonably costing census tracts, or by ZIP
code.

Subsecs. (d) to (f). Pub. L. 96–399, § 340(a)(3), added
subsecs. (d) to (f).

EFFECTIVE DATE OF 1992 AMENDMENT

Section 932(c) of Pub. L. 102–550 provided that: ‘‘The
amendments made by subsections (a) and (b) [amending

this section] shall apply with respect to information
disclosed under section 304 of the Home Mortgage Dis-
closure Act of 1975 [this section] for any year which
ends after the date of the enactment of this Act [Oct.
28, 1992].’’

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by Pub. L. 101–73 applicable to each cal-
endar year beginning after Dec. 31, 1989, see section
1211(k) of Pub. L. 101–73, set out as a note under section
2802 of this title.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by section 565(a)(2) of Pub. L. 100–242 ap-
plicable to the portion of calendar year 1988 that begins
Aug. 19, 1988, and to each calendar year beginning after
Dec. 31, 1988, see section 565(a)(4) of Pub. L. 100–242, as
amended, set out as a note under section 2802 of this
title.

EVALUATION AND REPORT ON FEASIBILITY AND DESIR-
ABILITY OF ESTABLISHING A UNIFIED SYSTEM FOR EN-
FORCING FAIR LENDING LAWS AND REGULATIONS

Evaluation of status and effectiveness of data collec-
tion and analysis systems involving fair lending, etc.,
and report thereof, see section 340(e) of Pub. L. 96–399,
set out as a note under section 3305 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2807, 2809, 2810
of this title.

§ 2804. Enforcement

(a) Regulations
The Board shall prescribe such regulations as

may be necessary to carry out the purposes of
this chapter. These regulations may contain
such classifications, differentiations, or other
provisions, and may provide for such adjust-
ments and exceptions for any class of trans-
actions, as in the judgment of the Board are nec-
essary and proper to effectuate the purposes of
this chapter, and prevent circumvention or eva-
sion thereof, or to facilitate compliance there-
with.

(b) Powers of certain other agencies
Compliance with the requirements imposed

under this chapter shall be enforced under—
(1) section 1818 of this title, in the case of—

(A) national banks, and Federal branches
and Federal agencies of foreign banks, by
the Office of the Comptroller of the Cur-
rency;

(B) member banks of the Federal Reserve
System (other than national banks),
branches and agencies of foreign banks
(other than Federal branches, Federal agen-
cies, and insured State branches of foreign
banks), commercial lending companies
owned or controlled by foreign banks, and
organizations operating under section 25 or
25(a) 1 of the Federal Reserve Act [12 U.S.C.
601 et seq., 611 et seq.], by the Board; and

(C) banks insured by the Federal Deposit
Insurance Corporation (other than members
of the Federal Reserve System), mutual sav-
ings banks as defined in section 1813(f) of
this title, insured State branches of foreign
banks, and any other depository institution
not referred to in this paragraph or para-
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graph (2) or (3) of this subsection, by the
Board of Directors of the Federal Deposit In-
surance Corporation;

(2) section 1818 of this title, by the Director
of the Office of Thrift Supervision, in the case
of a savings association the deposits of which
are insured by the Federal Deposit Insurance
Corporation;

(3) the Federal Credit Union Act [12 U.S.C.
1751 et seq.], by the Administrator of the Na-
tional Credit Union Administration with re-
spect to any credit union; and

(4) other lending institutions, by the Sec-
retary of Housing and Urban Development.

The terms used in paragraph (1) that are not de-
fined in this chapter or otherwise defined in sec-
tion 1813(s) of this title shall have the meaning
given to them in section 3101 of this title.

(c) Violations of this chapter deemed violations
of certain other provisions

For the purpose of the exercise by any agency
referred to in subsection (b) of this section of its
powers under any Act referred to in that sub-
section, a violation of any requirement imposed
under this chapter shall be deemed to be a viola-
tion of a requirement imposed under that Act.
In addition to its powers under any provision of
law specifically referred to in subsection (b) of
this section, each of the agencies referred to in
that subsection may exercise, for the purpose of
enforcing compliance with any requirement im-
posed under this chapter, any other authority
conferred on it by law.

(Pub. L. 94–200, title III, § 305, Dec. 31, 1975, 89
Stat. 1126; Pub. L. 101–73, title VII, § 744(p)(1),
title XII, § 1211(g), Aug. 9, 1989, 103 Stat. 440, 526;
Pub. L. 102–242, title II, § 212(a)(2), Dec. 19, 1991,
105 Stat. 2299.)

REFERENCES IN TEXT

Section 25 of the Federal Reserve Act, referred to in
subsec. (b)(1)(B), is classified to subchapter I (§ 601 et
seq.) of chapter 6 of this title. Section 25(a) of the Fed-
eral Reserve Act, which is classified to subchapter II
(§ 611 et seq.) of chapter 6 of this title, was renumbered
section 25A of that act by Pub. L. 102–242, title I,
§ 142(e)(2), Dec. 19, 1991, 105 Stat. 2281.

The Federal Credit Union Act, referred to in subsec.
(b)(3), is act June 26, 1934, ch. 750, 48 Stat. 1216, as
amended, which is classified generally to chapter 14
(§ 1751 et seq.) of this title. For complete classification
of this Act to the Code, see section 1751 of this title and
Tables.

AMENDMENTS

1991—Subsec. (b). Pub. L. 102–242, § 212(a)(2)(B), in-
serted at end ‘‘The terms used in paragraph (1) that are
not defined in this chapter or otherwise defined in sec-
tion 1813(s) of this title shall have the meaning given to
them in section 3101 of this title.’’

Subsec. (b)(1). Pub. L. 102–242, § 212(a)(2)(A), added par.
(1) and struck out former par. (1) which read as follows:
‘‘section 1818 of this title, in the case of—

‘‘(A) national banks, by the Comptroller of the Cur-
rency;

‘‘(B) member banks of the Federal Reserve System,
other than national banks, by the Board;

‘‘(C) banks insured by the Federal Deposit Insur-
ance Corporation (other than members of the Federal
Reserve System) and mutual savings banks as defined
in section 1813(f) of this title and any other deposi-
tory institution not referred to in this paragraph or

paragraph (2) or (3) of this subsection, by the Board
of Directors of the Federal Deposit Insurance Cor-
poration;’’.
1989—Subsec. (b)(2). Pub. L. 101–73, § 744(p)(1), amend-

ed par. (2) generally. Prior to amendment, par. (2) read
as follows: ‘‘section 1464(d) of this title, section 1730 of
this title, and sections 1426(i) and 1437 of this title, by
the Federal Home Loan Bank Board (acting directly or
through the Federal Savings and Loan Insurance Cor-
poration) in the case of any institution subject to any
of those provisions; and’’.

Subsec. (b)(4). Pub. L. 101–73, § 1211(g), added par. (4).

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by section 1211(g) of Pub. L. 101–73 appli-
cable to each calendar year beginning after Dec. 31,
1989, see section 1211(k) of Pub. L. 101–73, set out as a
note under section 2802 of this title.

§ 2805. Relation to State laws

(a) This chapter does not annul, alter, or af-
fect, or exempt any State chartered depository
institution subject to the provisions of this
chapter from complying with the laws of any
State or subdivision thereof with respect to pub-
lic disclosure and recordkeeping by depositor in-
stitutions, except to the extent that those laws
are inconsistent with any provision of this chap-
ter, and then only to the extent of the inconsist-
ency. The Board is authorized to determine
whether such inconsistencies exist. The Board
may not determine that any such law is incon-
sistent with any provision of this chapter if the
Board determines that such law requires the
maintenance of records with greater geographic
or other detail than is required under this chap-
ter, or that such law otherwise provides greater
disclosure than is required under this chapter.

(b) The Board may by regulation exempt from
the requirements of this chapter any State char-
tered depository institution within any State or
subdivision thereof if it determines that, under
the law of such State or subdivision, that insti-
tution is subject to requirements substantially
similar to those imposed under this chapter, and
that such law contains adequate provisions for
enforcement. Notwithstanding any other provi-
sion of this subsection, compliance with the re-
quirements imposed under this subsection shall
be enforced under—

(1) section 1818 of this title in the case of na-
tional banks, by the Comptroller of the Cur-
rency; and

(2) section 1818 of this title, by the Director
of the Office of Thrift Supervision in the case
of a savings association the deposits of which
are insured by the Federal Deposit Insurance
Corporation.

(Pub. L. 94–200, title III, § 306, Dec. 31, 1975, 89
Stat. 1127; Pub. L. 100–628, title X, § 1087(b), Nov.
7, 1988, 102 Stat. 3280; Pub. L. 101–73, title VII,
§ 744(p)(2), Aug. 9, 1989, 103 Stat. 440.)

AMENDMENTS

1989—Subsec. (b)(2). Pub. L. 101–73 amended par. (2)
generally. Prior to amendment, par. (2) read as follows:
‘‘section 1464(d) of this title in the case of any institu-
tion subject to that provision, by the Federal Home
Loan Bank Board.’’

1988—Subsec. (b)(1), (2). Pub. L. 100–628 substituted
‘‘section’’ for ‘‘Section’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2803, 2809, 2810
of this title.
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§ 2806. Research and improved methods; author-
ization of appropriations; recommendations
to Congressional committees

(a)(1) The Director of the Office of Thrift Su-
pervision, with the assistance of the Secretary,
the Director of the Bureau of the Census, the
Comptroller of the Currency, the Board of Gov-
ernors of the Federal Reserve System, the Fed-
eral Deposit Insurance Corporation, and such
other persons as the Director of the Office of
Thrift Supervision deems appropriate, shall de-
velop, or assist in the improvement of, methods
of matching addresses and census tracts to fa-
cilitate compliance by depository institutions in
as economical a manner as possible with the re-
quirements of this chapter.

(2) There is authorized to be appropriated such
sums as may be necessary to carry out this sub-
section.

(3) The Director of the Office of Thrift Super-
vision is authorized to utilize, contract with, act
through, or compensate any person or agency in
order to carry out this subsection.

(b) The Director of the Office of Thrift Super-
vision shall recommend to the Committee on
Banking, Finance and Urban Affairs of the
House of Representatives and the Committee on
Banking, Housing, and Urban Affairs of the Sen-
ate such additional legislation as the Director of
the Office of Thrift Supervision deems appro-
priate to carry out the purpose of this chapter.

(Pub. L. 94–200, title III, § 307, Dec. 31, 1975, 89
Stat. 1127; Pub. L. 100–628, title X, § 1087(c), Nov.
7, 1988, 102 Stat. 3280; Pub. L. 101–73, title VII,
§ 744(p)(3), Aug. 9, 1989, 103 Stat. 440.)

AMENDMENTS

1989—Subsecs. (a)(1), (3), (b). Pub. L. 101–73 sub-
stituted ‘‘Director of the Office of Thrift Supervision’’
for ‘‘Federal Home Loan Bank Board’’ wherever appear-
ing.

1988—Subsec. (b). Pub. L. 100–628 substituted ‘‘Com-
mittee on Banking, Finance and Urban Affairs of the
House of Representatives’’ for ‘‘Committee on Banking,
Currency and Housing of the House of Representatives’’
and inserted a comma after Housing in the phrase
‘‘Committee on Banking, Housing, and Urban Affairs of
the Senate’’.

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

§ 2807. Report

The Board, in consultation with the Secretary
of Housing and Urban Development, shall report
annually to the Congress on the utility of the
requirements of section 2803(b)(4) of this title.

(Pub. L. 94–200, title III, § 308, Dec. 31, 1975, 89
Stat. 1128; Pub. L. 98–181, title VII, § 701(b), Nov.
30, 1983, 97 Stat. 1266; Pub. L. 101–73, title XII,
§ 1211(h), Aug. 9, 1989, 103 Stat. 526.)

AMENDMENTS

1989—Pub. L. 101–73 amended section generally. Prior
to amendment, section read as follows:

‘‘(a) The Board, in consultation with the Secretary of
Housing and Urban Development, is authorized and di-
rected to carry out a study to determine the feasibility
and usefulness of requiring depository institutions lo-
cated outside primary metropolitan statistical areas,
metropolitan statistical areas, or consolidated metro-
politan statistical areas that are not comprised of des-
ignated primary metropolitan statistical areas, as de-
fined by the Office of Management and Budget, to make
disclosures comparable to those required by this chap-
ter.

‘‘(b) A report on the study under this section shall be
transmitted to the Congress not later than three years
after December 31, 1975.’’

1983—Subsec. (a). Pub. L. 98–181 substituted ‘‘primary
metropolitan statistical areas, metropolitan statistical
areas, or consolidated metropolitan statistical areas
that are not comprised of designated primary metro-
politan statistical areas’’ for ‘‘standard metropolitan
statistical areas’’.

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by Pub. L. 101–73 applicable to each cal-
endar year beginning after Dec. 31, 1989, see section
1211(k) of Pub. L. 101–73, set out as a note under section
2802 of this title.

§ 2808. Effective date

(a) In general
This chapter shall take effect on the one hun-

dred and eightieth day beginning after Decem-
ber 31, 1975. Any institution specified in section
2802(2)(A) of this title which has total assets as
of its last full fiscal year of $10,000,000 or less is
exempt from the provisions of this chapter. The
Board, in consultation with the Secretary, may
exempt institutions described in section
2802(2)(B) of this title that are comparable with-
in their respective industries to institutions
that are exempt under the preceding sentence
(as determined without regard to the adjust-
ment made by subsection (b) of this section).
(b) CPI adjustments

(1) In general
Subject to paragraph (2), the dollar amount

applicable with respect to institutions de-
scribed in section 2802(2)(A) of this title under
the 2d sentence of subsection (a) of this sec-
tion shall be adjusted annually after December
31, 1996, by the annual percentage increase in
the Consumer Price Index for Urban Wage
Earners and Clerical Workers published by the
Bureau of Labor Statistics.
(2) 1-time adjustment for prior inflation

The first adjustment made under paragraph
(1) after September 30, 1996, shall be the per-
centage by which—

(A) the Consumer Price Index described in
such paragraph for the calendar year 1996,
exceeds

(B) such Consumer Price Index for the cal-
endar year 1975.

(3) Rounding
The dollar amount applicable under para-

graph (1) for any calendar year shall be the
amount determined in accordance with sub-
paragraphs (A) and (B) of paragraph (2) and
rounded to the nearest multiple of $1,000,000.
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(Pub. L. 94–200, title III, § 309, Dec. 31, 1975, 89
Stat. 1128; Pub. L. 102–242, title II, § 224(a), Dec.
19, 1991, 105 Stat. 2307; Pub. L. 102–550, title XVI,
§ 1604(a)(15), Oct. 28, 1992, 106 Stat. 4083; Pub. L.
104–208, div. A, title II, § 2225(a), Sept. 30, 1996, 110
Stat. 3009–415.)

AMENDMENTS

1996—Pub. L. 104–208 designated existing provisions as
subsec. (a), inserted heading, inserted ‘‘(as determined
without regard to the adjustment made by subsection
(b) of this section)’’ before period at end, and added sub-
sec. (b).

1992—Pub. L. 102–550, § 1604(a)(15), amended directory
language of Pub. L. 102–242, § 224(a). See 1991 Amend-
ment note below.

1991—Pub. L. 102–242, § 224(a), as amended by Pub. L.
102–550, § 1604(a)(15), struck out ‘‘depository’’ before ‘‘in-
stitution’’, inserted ‘‘specified in section 2802(2)(A) of
this title’’ after ‘‘institution’’, and inserted at end:
‘‘The Board, in consultation with the Secretary, may
exempt institutions described in section 2802(2)(B) of
this title that are comparable within their respective
industries to institutions that are exempt under the
preceding sentence.’’

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.

EFFECTIVE DATE OF 1991 AMENDMENT

Section 224(b) of Pub. L. 102–242 provided that: ‘‘This
section [amending this section] shall become effective
on January 1, 1992.’’

§ 2809. Compilation of aggregate data

(a) Commencement; scope of data and tables
Beginning with data for calendar year 1980, the

Federal Financial Institutions Examination
Council shall compile each year, for each pri-
mary metropolitan statistical area, metropoli-
tan statistical area, or consolidated metropoli-
tan statistical area that is not comprised of des-
ignated primary metropolitan statistical areas,
aggregate data by census tract for all depository
institutions which are required to disclose data
under section 2803 of this title or which are ex-
empt pursuant to section 2805(b) of this title.
The Council shall also produce tables indicating,
for each primary metropolitan statistical area,
metropolitan statistical area, or consolidated
metropolitan statistical area that is not com-
prised of designated primary metropolitan sta-
tistical areas, aggregate lending patterns for
various categories of census tracts grouped ac-
cording to location, age of housing stock, in-
come level, and racial characteristics.
(b) Staff and data processing resources

The Board shall provide staff and data process-
ing resources to the Council to enable it to
carry out the provisions of subsection (a) of this
section.
(c) Availability to public

The data and tables required pursuant to sub-
section (a) of this section shall be made avail-
able to the public by no later than December 31
of the year following the calendar year on which
the data is based.

(Pub. L. 94–200, title III, § 310, as added Pub. L.
96–399, title III, § 340(c), Oct. 8, 1980, 94 Stat. 1658;

amended Pub. L. 98–181, title VII, § 701(a), Nov.
30, 1983, 97 Stat. 1266.)

PRIOR PROVISIONS

A prior section 2809, Pub. L. 94–200, title III, § 310, Dec.
31, 1975, 89 Stat. 1128, provided for termination of au-
thority granted by this chapter, prior to repeal by sec-
tion 340(b) of Pub. L. 96–399. See section 2811 of this
title.

AMENDMENTS

1983—Subsec. (a). Pub. L. 98–181 substituted ‘‘primary
metropolitan statistical area, metropolitan statistical
area, or consolidated metropolitan statistical area that
is not comprised of designated primary metropolitan
statistical areas’’ for ‘‘standard metropolitan statis-
tical areas’’ in two places.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2803, 2810 of this
title.

§ 2810. Disclosure by Secretary; commencement,
scope, etc.

Beginning with data for calendar year 1980, the
Secretary shall make publicly available data in
the Secretary’s possession for each mortgagee
which is not otherwise subject to the require-
ments of this chapter and which is not exempt
pursuant to section 2805(b) of this title (and for
each mortgagee making mortgage loans exempt-
ed under section 2803(g) of this title), with re-
spect to mortgage loans approved (or for which
completed applications are received) by the Sec-
retary for insurance under title I or II of the Na-
tional Housing Act [12 U.S.C. 1702 et seq., 1707 et
seq.]. Such data to be disclosed shall consist of
data comparable to the data which would be dis-
closed if such mortgagee were subject to the re-
quirements of section 2803 of this title. Disclo-
sure statements containing data for each such
mortgagee for a primary metropolitan statis-
tical area, metropolitan statistical area, or con-
solidated metropolitan statistical area that is
not comprised of designated primary metropoli-
tan statistical areas shall, at a minimum, be
publicly available at the central depository of
data established pursuant to section 2803(f) of
this title for such primary metropolitan statis-
tical area, metropolitan statistical area, or con-
solidated metropolitan statistical area that is
not comprised of designated primary metropoli-
tan statistical areas. The Secretary shall also
compile and make publicly available aggregate
data for such mortgagees by census tract, and
tables indicating aggregate lending patterns, in
a manner comparable to the information re-
quired to be made publicly available in accord-
ance with section 2809 of this title.

(Pub. L. 94–200, title III, § 311, as added Pub. L.
96–399, title III, § 340(c), Oct. 8, 1980, 94 Stat. 1658;
amended Pub. L. 98–181, title VII, § 701(a), Nov.
30, 1983, 97 Stat. 1266; Pub. L. 100–242, title V,
§ 565(a)(3), Feb. 5, 1988, 101 Stat. 1945; Pub. L.
101–73, title XII, § 1211(c)(2)(D), Aug. 9, 1989, 103
Stat. 525.)

REFERENCES IN TEXT

The National Housing Act, referred to in text, is act
June 27, 1934, ch. 847, 48 Stat. 1246, as amended. Titles
I and II of the Act are classified generally to sub-
chapters I (§ 1702 et seq.) and II (§ 1707 et seq.), respec-
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tively, of chapter 13 of this title. For complete classi-
fication of this Act to the Code, see section 1701 of this
title and Tables.

AMENDMENTS

1989—Pub. L. 101–73 inserted ‘‘(or for which completed
applications are received)’’ after ‘‘approved’’.

1988—Pub. L. 100–242 inserted ‘‘(and for each mortga-
gee making mortgage loans exempted under section
2803(g) of this title)’’ after ‘‘section 2805(b) of this
title’’.

1983—Pub. L. 98–181 substituted ‘‘primary metropoli-
tan statistical area, metropolitan statistical area, or
consolidated metropolitan statistical area that is not
comprised of designated primary metropolitan statis-
tical areas’’ for ‘‘standard metropolitan statistical
areas’’ in two places.

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by Pub. L. 101–73 applicable to each cal-
endar year beginning after Dec. 31, 1989, see section
1211(k) of Pub. L. 101–73, set out as a note under section
2802 of this title.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100–242 applicable to the por-
tion of calendar year 1988 that begins Aug. 19, 1988, and
to each calendar year beginning after Dec. 31, 1988, see
section 565(a)(4) of Pub. L. 100–242, as amended, set out
as a note under section 2802 of this title.

§ 2811. Repealed. Pub. L. 100�242, title V, § 565(b),
Feb. 5, 1988, 101 Stat. 1945

Section, Pub. L. 94–200, title III, § 312, as added Pub.
L. 96–399, title III, § 340(c), Oct. 8, 1980, 94 Stat. 1659;
amended Pub. L. 99–120, § 5(c), Oct. 8, 1985, 99 Stat. 504;
Pub. L. 99–156, § 5(c), Nov. 15, 1985, 99 Stat. 817; Pub. L.
99–219, § 5(c), Dec. 26, 1985, 99 Stat. 1732; Pub. L. 99–267,
§ 5(c), Mar. 27, 1986, 100 Stat. 75; Pub. L. 99–272, title III,
§ 3011(c), Apr. 7, 1986, 100 Stat. 106; Pub. L. 99–289, § 1(b),
May 2, 1986, 100 Stat. 412; Pub. L. 99–345, § 1, June 24,
1986, 100 Stat. 673; Pub. L. 99–430, Sept. 30, 1986, 100 Stat.
986; Pub. L. 100–122, § 1, Sept. 30, 1987, 101 Stat. 793; Pub.
L. 100–154, Nov. 5, 1987, 101 Stat. 890; Pub. L. 100–170,
Nov. 17, 1987, 101 Stat. 914; Pub. L. 100–179, Dec. 3, 1987,
101 Stat. 1018; Pub. L. 100–200, Dec. 21, 1987, 101 Stat.
1327, provided that authority granted by this chapter
was to expire on Mar. 15, 1988.

CHAPTER 30�COMMUNITY REINVESTMENT

Sec.
2901. Congressional findings and statement of pur-

pose.
2902. Definitions.
2903. Financial institutions; evaluation.

(a) In general.
(b) Majority-owned institutions.
(c) Financial holding company require-

ment.
2904. Report to Congress.
2905. Regulations.
2906. Written evaluations.

(a) Required.
(b) Public section of report.
(c) Confidential section of report.
(d) Institutions with interstate branches.
(e) Definitions.

2907. Operation of branch facilities by minorities
and women.

(a) In general.
(b) Definitions.

2908. Small bank regulatory relief.
(a) In general.
(b) No exception from CRA examinations

in connection with applications for
deposit facilities.

(c) Discretion.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 1430, 1831y,
1835a, 1843, 3103, 4565 of this title.

§ 2901. Congressional findings and statement of
purpose

(a) The Congress finds that—
(1) regulated financial institutions are re-

quired by law to demonstrate that their de-
posit facilities serve the convenience and
needs of the communities in which they are
chartered to do business;

(2) the convenience and needs of commu-
nities include the need for credit services as
well as deposit services; and

(3) regulated financial institutions have con-
tinuing and affirmative obligation to help
meet the credit needs of the local commu-
nities in which they are chartered.

(b) It is the purpose of this chapter to require
each appropriate Federal financial supervisory
agency to use its authority when examining fi-
nancial institutions, to encourage such institu-
tions to help meet the credit needs of the local
communities in which they are chartered con-
sistent with the safe and sound operation of
such institutions.

(Pub. L. 95–128, title VIII, § 802, Oct. 12, 1977, 91
Stat. 1147.)

SHORT TITLE

Section 801 of title VIII of Pub. L. 95–128 provided
that: ‘‘This title [enacting this chapter] may be cited
as the ‘Community Reinvestment Act of 1977’.’’

RESPONSIVENESS TO COMMUNITY NEEDS FOR FINANCIAL
SERVICES

Pub. L. 106–102, title VII, § 715, Nov. 12, 1999, 113 Stat.
1470, provided that:

‘‘(a) STUDY.—The Secretary of the Treasury, in con-
sultation with the Federal banking agencies (as defined
in section 3(z) of the Federal Deposit Insurance Act [12
U.S.C. 1813(z)]), shall conduct a study of the extent to
which adequate services are being provided as intended
by the Community Reinvestment Act of 1977 [12 U.S.C.
2901 et seq.], including services in low- and moderate-
income neighborhoods and for persons of modest
means, as a result of the enactment of this Act [see
Tables for classification].

‘‘(b) REPORTS.—
‘‘(1) IN GENERAL.—The Secretary of the Treasury

shall—
‘‘(A) before March 15, 2000, submit a baseline re-

port to the Congress on the study conducted pursu-
ant to subsection (a); and

‘‘(B) before the end of the 2-year period beginning
on the date of the enactment of this Act [Nov. 12,
1999], in consultation with the Federal banking
agencies, submit a final report to the Congress on
the study conducted pursuant to subsection (a).
‘‘(2) RECOMMENDATIONS.—The final report submitted

under paragraph (1)(B) shall include such recom-
mendations as the Secretary determines to be appro-
priate for administrative and legislative action with
respect to institutions covered under the Community
Reinvestment Act of 1977 [12 U.S.C. 2901 et seq.].’’

REPORT ON COMMUNITY DEVELOPMENT LENDING

Pub. L. 102–550, title IX, § 910, Oct. 28, 1992, 106 Stat.
3874, provided that:

‘‘(a) IN GENERAL.—Not later than 12 months after the
date of enactment of this section [Oct. 28, 1992], the
Board of Governors of the Federal Reserve System, in
consultation with the Comptroller of the Currency, the
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1 So in original. Text reading ‘‘(2) section 1818 of this title, by
the Director’’ probably should read ‘‘(D) the Director’’.

2 See References in Text note below.

Chairman of the Federal Deposit Insurance Corpora-
tion, the Director of the Office of Thrift Supervision,
and the Chairman of the National Credit Union Admin-
istration, shall submit a report to the Congress com-
paring residential, small business, and commercial
lending by insured depository institutions in low-in-
come, minority, and distressed neighborhoods to such
lending in other neighborhoods.

‘‘(b) CONTENTS OF REPORT.—The report required by
subsection (a) shall—

‘‘(1) compare the risks and returns of lending in
low-income, minority, and distressed neighborhoods
with the risks and returns of lending in other neigh-
borhoods;

‘‘(2) analyze the reasons for any differences in risk
and return between low-income, minority, and dis-
tressed neighborhoods and other neighborhoods; and

‘‘(3) if the risks of lending in low-income, minority,
and distressed neighborhoods exceed the risks of lend-
ing in other neighborhoods, recommend ways of miti-
gating those risks.’’

§ 2902. Definitions

For the purposes of this chapter—
(1) the term ‘‘appropriate Federal financial

supervisory agency’’ means—
(A) the Comptroller of the Currency with

respect to national banks;
(B) the Board of Governors of the Federal

Reserve System with respect to State char-
tered banks which are members of the Fed-
eral Reserve System and bank holding com-
panies;

(C) the Federal Deposit Insurance Corpora-
tion with respect to State chartered banks
and savings banks which are not members of
the Federal Reserve System and the deposits
of which are insured by the Corporation; and

(2) 1 section 1818 of this title, by the Direc-
tor of the Office of Thrift Supervision, in the
case of a savings association (the deposits of
which are insured by the Federal Deposit In-
surance Corporation) and a savings and loan
holding company;

(2) the term ‘‘regulated financial institu-
tion’’ means an insured depository institution
(as defined in section 1813 of this title); and

(3) the term ‘‘application for a deposit facil-
ity’’ means an application to the appropriate
Federal financial supervisory agency other-
wise required under Federal law or regulations
thereunder for—

(A) a charter for a national bank or Fed-
eral savings and loan association;

(B) deposit insurance in connection with a
newly chartered State bank, savings bank,
savings and loan association or similar insti-
tution;

(C) the establishment of a domestic branch
or other facility with the ability to accept
deposits of a regulated financial institution;

(D) the relocation of the home office or a
branch office of a regulated financial insti-
tution;

(E) the merger or consolidation with, or
the acquisition of the assets, or the assump-
tion of the liabilities of a regulated financial
institution requiring approval under section
1828(c) of this title or under regulations is-
sued under the authority of title IV 2 of the

National Housing Act [12 U.S.C. 1724 et seq.];
or

(F) the acquisition of shares in, or the as-
sets of, a regulated financial institution re-
quiring approval under section 1842 of this
title or section 408(e) 2 of the National Hous-
ing Act [12 U.S.C. 1730a(e)].

(4) A financial institution whose business
predominately consists of serving the needs of
military personnel who are not located within
a defined geographic area may define its ‘‘en-
tire community’’ to include its entire deposit
customer base without regard to geographic
proximity.

(Pub. L. 95–128, title VIII, § 803, Oct. 12, 1977, 91
Stat. 1147; Pub. L. 95–630, title XV, § 1502, Nov. 10,
1978, 92 Stat. 3713; Pub. L. 101–73, title VII,
§ 744(q), title XII, § 1212(a), Aug. 9, 1989, 103 Stat.
440, 526.)

REFERENCES IN TEXT

The National Housing Act, referred to in par. (3)(E),
(F), is act June 27, 1934, ch. 847, 48 Stat. 1246, as amend-
ed. Title IV of the National Housing Act which was
classified generally to subchapter IV (§ 1724 et seq.) of
chapter 13 of this title, was repealed by Pub. L. 101–73,
title IV, § 407, Aug. 9, 1989, 103 Stat. 363. Section 408 of
the National Housing Act, which was classified to sec-
tion 1730a of this title, was also repealed by section 407
of Pub. L. 101–73. For complete classification of this
Act to the Code, see section 1701 of this title and
Tables.

AMENDMENTS

1989—Par. (1)(D). Pub. L. 101–73, § 744(q), directed the
general amendment of par. (1)(D) but then set out ‘‘(2)’’
followed by the text of the new provisions. Prior to
amendment, par. (1)(D) read as follows: ‘‘the Federal
Home Loan Bank Board with respect to institutions
the deposits of which are insured by the Federal Sav-
ings and Loan Insurance Corporation and to savings
and loan holding companies;’’.

Par. (2). Pub. L. 101–73, § 1212(a), substituted ‘‘insured
depository institution (as defined in section 1813 of this
title)’’ for ‘‘insured bank as defined in section 1813 of
this title or an insured institution as defined in section
401 of the National Housing Act’’.

1978—Par. (4). Pub. L. 95–630 added par. (4).

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95–630 effective Nov. 10, 1978,
see section 1505 of Pub. L. 95–630, set out as a note
under section 27 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1831y, 3103 of
this title.

§ 2903. Financial institutions; evaluation

(a) In general
In connection with its examination of a finan-

cial institution, the appropriate Federal finan-
cial supervisory agency shall—

(1) assess the institution’s record of meeting
the credit needs of its entire community, in-
cluding low- and moderate-income neighbor-
hoods, consistent with the safe and sound op-
eration of such institution; and

(2) take such record into account in its eval-
uation of an application for a deposit facility
by such institution.

(b) Majority-owned institutions
In assessing and taking into account, under

subsection (a) of this section, the record of a
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nonminority-owned and nonwomen-owned finan-
cial institution, the appropriate Federal finan-
cial supervisory agency may consider as a factor
capital investment, loan participation, and
other ventures undertaken by the institution in
cooperation with minority- and women-owned
financial institutions and low-income credit
unions provided that these activities help meet
the credit needs of local communities in which
such institutions and credit unions are char-
tered.
(c) Financial holding company requirement

(1) In general
An election by a bank holding company to

become a financial holding company under
section 1843 of this title shall not be effective
if—

(A) the Board finds that, as of the date the
declaration of such election and the certifi-
cation is filed by such holding company
under section 1843(l)(1)(C) of this title, not
all of the subsidiary insured depository in-
stitutions of the bank holding company had
achieved a rating of ‘‘satisfactory record of
meeting community credit needs’’, or better,
at the most recent examination of each such
institution; and

(B) the Board notifies the company of such
finding before the end of the 30-day period
beginning on such date.

(2) Limited exclusions for newly acquired in-
sured depository institutions

Any insured depository institution acquired
by a bank holding company during the 12-
month period preceding the date of the sub-
mission to the Board of the declaration and
certification under section 1843(l)(1)(C) of this
title may be excluded for purposes of para-
graph (1) during the 12-month period beginning
on the date of such acquisition if—

(A) the bank holding company has submit-
ted an affirmative plan to the appropriate
Federal financial supervisory agency to take
such action as may be necessary in order for
such institution to achieve a rating of ‘‘sat-
isfactory record of meeting community cred-
it needs’’, or better, at the next examination
of the institution; and

(B) the plan has been accepted by such
agency.

(3) Definitions
For purposes of this subsection, the follow-

ing definitions shall apply:
(A) Bank holding company; financial holding

company
The terms ‘‘bank holding company’’ and

‘‘financial holding company’’ have the mean-
ings given those terms in section 1841 of this
title.
(B) Board

The term ‘‘Board’’ means the Board of
Governors of the Federal Reserve System.
(C) Insured depository institution

The term ‘‘insured depository institution’’
has the meaning given the term in section
1813(c) of this title.

(Pub. L. 95–128, title VIII, § 804, Oct. 12, 1977, 91
Stat. 1148; Pub. L. 102–550, title IX, § 909(1), Oct.

28, 1992, 106 Stat. 3874; Pub. L. 106–102, title I,
§ 103(b), Nov. 12, 1999, 113 Stat. 1350.)

AMENDMENTS

1999—Subsec. (c). Pub. L. 106–102 added subsec. (c).
1992—Pub. L. 102–550 designated existing provisions as

subsec. (a), inserted heading, and added subsec. (b).

EFFECTIVE DATE OF 1999 AMENDMENT

Amendment by Pub. L. 106–102 effective 120 days after
Nov. 12, 1999, see section 161 of Pub. L. 106–102, set out
as a note under section 24 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1831u, 1842, 2906,
2908 of this title.

§ 2904. Report to Congress

Each appropriate Federal financial super-
visory agency shall include in its annual report
to the Congress a section outlining the actions
it has taken to carry out its responsibilities
under this chapter.

(Pub. L. 95–128, title VIII, § 805, Oct. 12, 1977, 91
Stat. 1148.)

§ 2905. Regulations

Regulations to carry out the purposes of this
chapter shall be published by each appropriate
Federal financial supervisory agency, and shall
take effect no later than 390 days after October
12, 1977.

(Pub. L. 95–128, title VIII, § 806, Oct. 12, 1977, 91
Stat. 1148.)

§ 2906. Written evaluations

(a) Required
(1) In general

Upon the conclusion of each examination of
an insured depository institution under sec-
tion 2903 of this title, the appropriate Federal
financial supervisory agency shall prepare a
written evaluation of the institution’s record
of meeting the credit needs of its entire com-
munity, including low- and moderate-income
neighborhoods.
(2) Public and confidential sections

Each written evaluation required under
paragraph (1) shall have a public section and a
confidential section.

(b) Public section of report
(1) Findings and conclusions

(A) Contents of written evaluation
The public section of the written evalua-

tion shall—
(i) state the appropriate Federal finan-

cial supervisory agency’s conclusions for
each assessment factor identified in the
regulations prescribed by the Federal fi-
nancial supervisory agencies to implement
this chapter;

(ii) discuss the facts and data supporting
such conclusions; and

(iii) contain the institution’s rating and
a statement describing the basis for the
rating.

(B) Metropolitan area distinctions
The information required by clauses (i)

and (ii) of subparagraph (A) shall be pre-
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1 So in original. Probably should be paragraph ‘‘(1)(A)(iii)’’.

sented separately for each metropolitan area
in which a regulated depository institution
maintains one or more domestic branch of-
fices.

(2) Assigned rating
The institution’s rating referred to in para-

graph (1)(C) 1 shall be 1 of the following:
(A) ‘‘Outstanding record of meeting com-

munity credit needs’’.
(B) ‘‘Satisfactory record of meeting com-

munity credit needs’’.
(C) ‘‘Needs to improve record of meeting

community credit needs’’.
(D) ‘‘Substantial noncompliance in meet-

ing community credit needs’’.

Such ratings shall be disclosed to the public
on and after July 1, 1990.

(c) Confidential section of report
(1) Privacy of named individuals

The confidential section of the written eval-
uation shall contain all references that iden-
tify any customer of the institution, any em-
ployee or officer of the institution, or any per-
son or organization that has provided informa-
tion in confidence to a Federal or State finan-
cial supervisory agency.
(2) Topics not suitable for disclosure

The confidential section shall also contain
any statements obtained or made by the ap-
propriate Federal financial supervisory agency
in the course of an examination which, in the
judgment of the agency, are too sensitive or
speculative in nature to disclose to the insti-
tution or the public.
(3) Disclosure to depository institution

The confidential section may be disclosed, in
whole or part, to the institution, if the appro-
priate Federal financial supervisory agency
determines that such disclosure will promote
the objectives of this chapter. However, disclo-
sure under this paragraph shall not identify a
person or organization that has provided infor-
mation in confidence to a Federal or State fi-
nancial supervisory agency.

(d) Institutions with interstate branches
(1) State-by-State evaluation

In the case of a regulated financial institu-
tion that maintains domestic branches in 2 or
more States, the appropriate Federal financial
supervisory agency shall prepare—

(A) a written evaluation of the entire in-
stitution’s record of performance under this
chapter, as required by subsections (a), (b),
and (c) of this section; and

(B) for each State in which the institution
maintains 1 or more domestic branches, a
separate written evaluation of the institu-
tion’s record of performance within such
State under this chapter, as required by sub-
sections (a), (b), and (c) of this section.

(2) Multistate metropolitan areas
In the case of a regulated financial institu-

tion that maintains domestic branches in 2 or
more States within a multistate metropolitan

area, the appropriate Federal financial super-
visory agency shall prepare a separate written
evaluation of the institution’s record of per-
formance within such metropolitan area under
this chapter, as required by subsections (a),
(b), and (c) of this section. If the agency pre-
pares a written evaluation pursuant to this
paragraph, the scope of the written evaluation
required under paragraph (1)(B) shall be ad-
justed accordingly.
(3) Content of State level evaluation

A written evaluation prepared pursuant to
paragraph (1)(B) shall—

(A) present the information required by
subparagraphs (A) and (B) of subsection
(b)(1) of this section separately for each met-
ropolitan area in which the institution
maintains 1 or more domestic branch offices
and separately for the remainder of the non-
metropolitan area of the State if the institu-
tion maintains 1 or more domestic branch
offices in such nonmetropolitan area; and

(B) describe how the Federal financial su-
pervisory agency has performed the exam-
ination of the institution, including a list of
the individual branches examined.

(e) Definitions
For purposes of this section the following defi-

nitions shall apply:
(1) Domestic branch

The term ‘‘domestic branch’’ means any
branch office or other facility of a regulated
financial institution that accepts deposits, lo-
cated in any State.
(2) Metropolitan area

The term ‘‘metropolitan area’’ means any
primary metropolitan statistical area, metro-
politan statistical area, or consolidated met-
ropolitan statistical area, as defined by the
Director of the Office of Management and
Budget, with a population of 250,000 or more,
and any other area designated as such by the
appropriate Federal financial supervisory
agency.
(3) State

The term ‘‘State’’ has the same meaning as
in section 1813 of this title.

(Pub. L. 95–128, title VIII, § 807, as added Pub. L.
101–73, title XII, § 1212(b), Aug. 9, 1989, 103 Stat.
527; amended Pub. L. 102–242, title II, § 222, Dec.
19, 1991, 105 Stat. 2306; Pub. L. 103–328, title I,
§ 110, Sept. 29, 1994, 108 Stat. 2364.)

REFERENCES IN TEXT

This chapter, referred to in subsecs. (b)(1)(A)(i), (c)(3),
and (d)(1), (2), was in the original ‘‘this Act’’ and was
translated as reading ‘‘this title’’, meaning title VIII of
Pub. L. 95–128, known as the Community Reinvestment
Act of 1977, to reflect the probable intent of Congress.

AMENDMENTS

1994—Subsec. (b)(1). Pub. L. 103–328, § 110(b), redesig-
nated existing provisions as subpar. (A) and former sub-
pars. (A) to (C) as cls. (i) to (iii), respectively, of sub-
par. (A), inserted subpar. (A) heading, and added sub-
par. (B).

Subsecs. (d), (e). Pub. L. 103–328, § 110(a), added sub-
secs. (d) and (e).

1991—Subsec. (a)(1). Pub. L. 102–242, § 222(b)(1), sub-
stituted ‘‘financial supervisory’’ for ‘‘depository insti-
tutions regulatory’’.
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1 So in original. Probably should be ‘‘minority depository insti-
tution’’.

Subsec. (b)(1)(A). Pub. L. 102–242, § 222(b)(2), sub-
stituted ‘‘financial supervisory’’ for ‘‘depository insti-
tutions regulatory’’ in two places.

Subsec. (b)(1)(B). Pub. L. 102–242, § 222(a), inserted
‘‘and data’’ after ‘‘facts’’.

Subsec. (c). Pub. L. 102–242, § 222(b)(3), substituted ‘‘fi-
nancial supervisory’’ for ‘‘depository institutions regu-
latory’’ wherever appearing.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1831y of this
title.

§ 2907. Operation of branch facilities by minori-
ties and women

(a) In general
In the case of any depository institution which

donates, sells on favorable terms (as determined
by the appropriate Federal financial supervisory
agency), or makes available on a rent-free basis
any branch of such institution which is located
in any predominantly minority neighborhood to
any minority depository institution or women’s
depository institution, the amount of the con-
tribution or the amount of the loss incurred in
connection with such activity may be a factor in
determining whether the depository institution
is meeting the credit needs of the institution’s
community for purposes of this chapter.
(b) Definitions

For purposes of this section—
(1) Minority depository institution

The term ‘‘minority institution’’ 1 means a
depository institution (as defined in section
1813(c) of this title)—

(A) more than 50 percent of the ownership
or control of which is held by 1 or more mi-
nority individuals; and

(B) more than 50 percent of the net profit
or loss of which accrues to 1 or more minor-
ity individuals.

(2) Women�s depository institution
The term ‘‘women’s depository institution’’

means a depository institution (as defined in
section 1813(c) of this title)—

(A) more than 50 percent of the ownership
or control of which is held by 1 or more
women;

(B) more than 50 percent of the net profit
or loss of which accrues to 1 or more women;
and

(C) a significant percentage of senior man-
agement positions of which are held by
women.

(3) Minority
The term ‘‘minority’’ has the meaning given

to such term by section 1204(c)(3) of the Finan-
cial Institutions Reform, Recovery and En-
forcement Act of 1989.

(Pub. L. 95–128, title VIII, § 808, as added Pub. L.
102–233, title IV, § 402(b), Dec. 12, 1991, 105 Stat.
1775; amended Pub. L. 102–550, title IX, § 909(2),
Oct. 28, 1992, 106 Stat. 3874.)

REFERENCES IN TEXT

Section 1204(c)(3) of the Financial Institutions Re-
form, Recovery and Enforcement Act of 1989, referred

to in subsec. (b)(3), is section 1204(c)(3) of Pub. L. 101–73,
which is set out as a note under section 1811 of this
title.

AMENDMENTS

1992—Subsec. (a). Pub. L. 102–550 substituted ‘‘may be
a factor in determining whether the depository institu-
tion is’’ for ‘‘shall be treated as’’.

§ 2908. Small bank regulatory relief

(a) In general
Except as provided in subsections (b) and (c) of

this section, any regulated financial institution
with aggregate assets of not more than
$250,000,000 shall be subject to routine examina-
tion under this chapter—

(1) not more than once every 60 months for
an institution that has achieved a rating of
‘‘outstanding record of meeting community
credit needs’’ at its most recent examination
under section 2903 of this title;

(2) not more than once every 48 months for
an institution that has received a rating of
‘‘satisfactory record of meeting community
credit needs’’ at its most recent examination
under section 2903 of this title; and

(3) as deemed necessary by the appropriate
Federal financial supervisory agency, for an
institution that has received a rating of less
than ‘‘satisfactory record of meeting commu-
nity credit needs’’ at its most recent examina-
tion under section 2903 of this title.

(b) No exception from CRA examinations in con-
nection with applications for deposit facili-
ties

A regulated financial institution described in
subsection (a) of this section shall remain sub-
ject to examination under this chapter in con-
nection with an application for a deposit facil-
ity.
(c) Discretion

A regulated financial institution described in
subsection (a) of this section may be subject to
more frequent or less frequent examinations for
reasonable cause under such circumstances as
may be determined by the appropriate Federal
financial supervisory agency.

(Pub. L. 95–128, title VIII, § 809, as added Pub. L.
106–102, title VII, § 712, Nov. 12, 1999, 113 Stat.
1469.)

CHAPTER 31�NATIONAL CONSUMER
COOPERATIVE BANK

Sec.
3001. Congressional statement of findings and pur-

pose.

SUBCHAPTER I—ESTABLISHMENT AND
OPERATION

3011. Creation and charter; principal office; venue;
purposes.

3012. General corporate powers.
3013. Board of Directors.

(a) Composition; term of office; removal
by President.

(b) Appointment by President; election
by stockholders.

(c) Resignations; continuances; comple-
tion of term; committee representa-
tion.

(d) Elections; nominations by coopera-
tive classes; vacancies filled; rep-
resentation requirements.
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Sec.
(e) Terms; officer of Bank not to serve as

director; notice requirements of
Bank and voting shareholders.

(f) Annual election of chairman and vice
chairman and selection of sec-
retary; eligibility; establishment of
Bank policies and direction of man-
agement.

(g) Conduct of meetings; rules governing.
(h) Compensation and expenses.

3014. Capitalization.
(a) Subscriptions for capital; authoriza-

tion of appropriations.
(b) Classes of stock; general require-

ments respecting rights, powers,
privileges, and preferences.

(c) Class A notes; interest payments; re-
demption, etc.

(d) Class B stock; ownership require-
ments, etc.

(e) Class C stock; purchase, dividends,
etc.

(f) Nonvoting stock of other classifica-
tions and priorities; issuance, etc.

(g) Voting requirements of bylaws.
(h) Acceptance by Bank of nonreturnable

capital contributions.
(i) Patronage refunds.

3015. Eligibility of cooperatives.
(a) General requirements.
(b) Primary producers.
(c) ‘‘Net savings’’ defined.
(d) Cooperatives eligible for other Fed-

eral credit assistance.
(e) Credit unions eligible for technical

assistance from Office of Self-Help
Development and Technical Assist-
ance.

3016. Annual meetings; notice, agenda, etc.
3017. Bonds, debentures, notes and other evidences

of indebtedness.
(a) Authorization for public or private

sale; time of issuance, interest
rates, and terms and conditions;
outstanding amount.

(b) Purchase and sale by Bank; methods
of sale and delivery.

(c) Obligations as not guaranteed by
United States and not to constitute
a debt or obligation of United
States.

3017a. Class A notes as paid-in capital of the Bank.
3018. Loans.

(a) General requirements for loans and
commitments for loans; limitations;
allocation of assistance for low-in-
come persons; criteria and factors
for making loans, etc.; publication.

(b) Repayment requirements; criteria for
terms, rates, and charges; advance-
ment of loan proceeds.

(c) Guarantees by Bank; requirements;
charges.

(d) Assignment of guaranteed loans;
contestability of guarantee; criteria
for purchase by Bank of guaranteed
loan in lieu of requiring service by
lender.

(e) Aggregate amount of commitments to
make or guarantee loans.

3019. Taxation by State, county, etc., taxing au-
thority; Federal tax status.

3020. Quarters and space for principal and other of-
fices.

3021. Annual report to Congress; contents.
3022. Authorization of additional appropriations;

restrictions on use.
3023. Appeal procedures applicable upon denial or

restriction of application for assistance.

Sec.
3024. Conflict of interest rules; adoption and publi-

cation; requirements.
3025. Examination and audit.
3026. Acceleration of the Final Government Equity

Redemption Date.

SUBCHAPTER II—OFFICE OF SELF-HELP
DEVELOPMENT AND TECHNICAL ASSISTANCE

3041. Establishment; appointment, etc., of Direc-
tor.

3042. Authorization of appropriations for advances;
deposits into separate Account in Bank;
availability of amounts.

3043. Advances.
(a) Capital investment advances; criteria.
(b) Interest supplement advances; cri-

teria; amount.
(c) Interest rate applicable to advances.

3044. Services and information for organization, fi-
nancing, and management of cooperatives;
availability; agreements for development
and dissemination; funding.

3045. Investigations and surveys respecting new
services, etc., by cooperative not-for-profit
organizations.

3046. Financial analysis and market surveys at re-
quest of eligible cooperative.

3047. Programs for training directors and staff of
eligible cooperatives, and public education;
development and availability; scope and im-
plementation.

3048. Cooperation with Federal agencies offering
programs for consumer cooperatives in dis-
seminating information.

3049. Authorization of appropriations for adminis-
tration; availability of amounts.

3050. Fees for providing technical assistance serv-
ices; waiver; accounting and availability.

3051. Nonprofit corporation.
(a) Office of Self-Help Development and

Technical Assistance abolished;
transfer of assets, etc.

(b) Establishment; Board of Directors;
functions, etc.

(c) Treatment for tax purposes.
(d) Contributions from the Bank.
(e) Conflict of interest rules.

§ 3001. Congressional statement of findings and
purpose

The economic and financial structure of this
country in combination with the Nation’s natu-
ral resources and the productivity of the Amer-
ican people has produced one of the highest av-
erage standards of living in the world. However,
the Nation has been experiencing inflation and
unemployment together with an increasing gap
between producers’ prices and consumers’ pur-
chasing power. This has resulted in a growing
number of our citizens, especially the elderly,
the poor, and the inner city resident, being un-
able to share in the fruits of our Nation’s highly
efficient economic system. The Congress finds
that user-owned cooperatives are a proven meth-
od for broadening ownership and control of the
economic organizations, increasing the number
of market participants, narrowing price spreads,
raising the quality of goods and services avail-
able to their membership, and building bridges
between producers and consumers, and their
members and patrons. The Congress also finds
that consumer and other types of self-help co-
operatives have been hampered in their forma-
tion and growth by lack of access to adequate
cooperative credit facilities and lack of tech-
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nical assistance. Therefore, the Congress finds a
need for the establishment of a National Con-
sumer Cooperative Bank which will make avail-
able necessary financial and technical assist-
ance to cooperative self-help endeavors as a
means of strengthening the Nation’s economy.

(Pub. L. 95–351, § 2, Aug. 20, 1978, 92 Stat. 499.)

SHORT TITLE OF 1989 AMENDMENT

Pub. L. 101–206, § 1, Dec. 7, 1989, 103 Stat. 1832, provided
that: ‘‘This Act [amending section 3014 of this title]
may be cited as the ‘National Consumer Cooperative
Bank Amendments of 1989’.’’

SHORT TITLE OF 1981 AMENDMENT

Pub. L. 97–35, title III, § 390, Aug. 13, 1981, 95 Stat. 433,
provided that: ‘‘This subtitle [subtitle C (§§ 390–396) of
title III of Pub. L. 97–35, enacting sections 3017a, 3026,
and 3051 of this title; amending sections 3011 to 3015,
3017, 3018, 3019, 3024, 3025, 3042, and 3043 of this title, sec-
tion 5315 of Title 5, Government Organization and Em-
ployees, and sections 856, 867, and 868 of former Title 31,
Money and Finance; and enacting provisions set out as
notes under sections 3011 to 3015, 3017, 3017a, 3019, 3025,
and 3026 of this title] may be cited as the ‘National
Consumer Cooperative Bank Act Amendments of 1981’.’’

SHORT TITLE

Section 1 of Pub. L. 95–351 provided: ‘‘That this Act
[enacting this chapter and amending section 5315 of
Title 5, Government Organization and Employees, and
sections 856, 867, and 868 of former Title 31, Money and
Finance] may be cited as the ‘National Consumer Coop-
erative Bank Act’.’’

SUBCHAPTER I—ESTABLISHMENT AND
OPERATION

§ 3011. Creation and charter; principal office;
venue; purposes

The Congress of the United States hereby cre-
ates and charters a body corporate to be known
as the National Consumer Cooperative Bank
(hereinafter in this chapter referred to as the
‘‘Bank’’). The Bank shall have perpetual exist-
ence unless and until its charter is revoked or
modified by Act of Congress. The right to revise,
amend, or modify the charter of the Bank is spe-
cifically and exclusively reserved to the Con-
gress. The principal office of the Bank shall be
in Washington, District of Columbia, and, for
the purpose of venue, shall be considered a resi-
dent thereof. It shall make loans and offer its
services throughout the United States, its terri-
tories and possessions, and in the Common-
wealth of Puerto Rico. The Bank shall—

(1) encourage the development of new and
existing cooperatives eligible for its assistance
by providing specialized credit and technical
assistance;

(2) maintain broad-based control of the Bank
by its voting stockholders;

(3) encourage broad-based ownership, con-
trol, and active participation by members in
eligible cooperatives;

(4) assist in improving the quality and avail-
ability of goods and services to consumers;
and

(5) encourage ownership of its equity securi-
ties by cooperatives and others as provided in
section 3014 of this title, so that the date when
all of the Bank’s class A stock owned by the
United States has been fully redeemed (the

‘‘Final Government Equity Redemption
Date’’) occurs as early as practicable.

(Pub. L. 95–351, title I, § 101, Aug. 20, 1978, 92
Stat. 499; Pub. L. 97–35, title III, § 396(b), Aug. 13,
1981, 95 Stat. 439.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this Act’’, meaning Pub. L. 95–351, Aug. 20, 1978, 92
Stat. 499, known as the National Consumer Cooperative
Bank Act, which enacted this chapter, amended section
5315 of Title 5, Government Organization and Employ-
ees, and sections 856, 867, and 868 of former Title 31,
Money and Finance, and enacted provisions set out as
a note under section 3001 of this title. For complete
classification of this Act to the Code, see Short Title
note set out under section 3001 of this title and Tables.

AMENDMENTS

1981—Pub. L. 97–35 substituted provisions respecting
creation, and denomination of the National Consumer
Cooperative Bank, for provisions respecting creation,
denomination, and status of the National Consumer Co-
operative Bank.

EFFECTIVE DATE OF 1981 AMENDMENT

Section 396(i) of Pub. L. 97–35 provided that: ‘‘The
amendments made by subsections (b) through (h)
[amending this section, sections 3014, 3017, 3018, 3024,
and 3043 of this title, section 5315 of Title 5, Govern-
ment Organization and Employees, and sections 856,
867, and 868 of former Title 31, Money and Finance]
shall take effect on the day after the Final Government
Equity Redemption Date [Dec. 31, 1981].’’ For definition
of ‘‘Final Government Equity Redemption Date’’, see
section 396(a) of Pub. L. 97–35, set out as a note under
section 3012 of this title.

FINAL GOVERNMENT EQUITY REDEMPTION DATE
ESTABLISHED

For establishment of Final Government Equity Re-
demption Date as Dec. 31, 1981, see section 3026 of this
title and notes set out under that section.

§ 3012. General corporate powers

The Bank shall have the power to make and
service loans, commitments for credit, guaran-
tees, furnish financially related services, tech-
nical assistance and the results of research,
issue its obligations within the limitations im-
posed by section 3017 of this title in such
amounts, at such times, and on such terms as
the Bank may determine, and to exercise the
other powers and duties prescribed in this chap-
ter, and shall have the power to—

(1) operate under the direction of its Board
of Directors;

(2) adopt, alter, and use a corporate seal,
which shall be judicially noted;

(3) elect by its Board of Directors a presi-
dent, one or more vice presidents, a secretary,
a treasurer, and provide for such other offi-
cers, employees, and agents as may be nec-
essary, and define their duties in accordance
with regulations and standards adopted by the
Board, and require surety bonds or make other
provisions against losses occasioned by acts of
employees;

(4) prescribe by its Board of Directors its by-
laws not inconsistent with law, which shall es-
tablish the terms of office and the procedure
for election of elective members; provide in a
manner not inconsistent with this chapter for
the classes of its stock and the manner in
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which its stock shall be issued, transferred,
and retired; and prescribe the manner in which
its officers, employees, and agents are elected
or selected, its property acquired, held and
transferred, its loans, commitments, other fi-
nancial assistance, guarantees and appraisals
may be made, its general business conducted,
and the privilege granted it by law exercised
and enjoyed;

(5) enter into contracts and make advance,
progress, or other payments with respect to
such contracts, without regard to the provi-
sions of section 3324(a) and (b) of title 31;

(6) sue and be sued in its corporate name and
complain and defend, in any court of com-
petent jurisdiction, State or Federal;

(7) acquire, hold, lease, mortgage, or dispose
of, at public or private sale, real and personal
property and sell or exchange any securities or
obligations, and otherwise exercise all the
usual incidents of ownership of property nec-
essary or convenient to its business: Provided,
That any such acquisition or ownership of real
property shall not deprive a State or political
subdivision thereof of its civil or criminal ju-
risdiction in and over such property or impair
the civil rights of the inhabitants of such
property under Federal, State, or local laws;

(8) obtain insurance against loss in connec-
tion with property and other assets;

(9) modify or consent to the modification
with respect to the rate of interest, time of
payment of any installment of principal or in-
terest, security, or any other term of any con-
tract or agreement to which it is a party or
has an interest pursuant to this chapter;

(10) utilize and act through any Federal,
State, or local public agency or instrumental-
ity, or private agency or organization, with
the consent of the agency or organization con-
cerned, and contract with such agency, instru-
mentality, or organization for furnishing or
receiving technical services and benefits of re-
search, services, funds or facilities; and make
advance, progress, or other payments with re-
spect to such contracts without regard to sec-
tion 3324(a) and (b) of title 31;

(11) within the limitations of section 3017 of
this title, borrow money and issue notes,
bonds and debentures or other obligations in-
dividually or in concert with other financial
institutions, agencies or instrumentalities, of
such character and such terms and conditions
and at rates of interest as may be determined;

(12) issue certificates of indebtedness to its
stockholders or members and pay interest on
funds left with the Bank, and accept grants or
interest free temporary use of funds made
available to it;

(13) participate with one or more other fi-
nancial institutions, agencies, instrumental-
ities, or foundations in loans or guarantees
under this chapter on terms as may be agreed
upon;

(14) accept guarantees from other agencies
for which loans made by the Bank may be eli-
gible;

(15) establish one or more branch offices and
one or more advisory councils in connection
with any such branch offices, as may from
time to time be authorized by the Board of Di-
rectors;

(16) buy and sell obligations of, or insured
by, the United States or any agency or instru-
mentalities thereof, or securities backed by
the full faith and credit of any such agency or
instrumentality and, after the final Govern-
ment Equity Redemption Date, make such
other investments as may be authorized by the
Board of Directors;

(17) approve the salary scale of officers and
employees of the Bank, in accordance with
regulations and standards adopted by the
Board of Directors, without regard to the pro-
visions of chapter 51 and subchapter III of
chapter 53 of title 5 relating to classification
and General Schedule pay rates, but, except as
otherwise provided in this chapter, the Gen-
eral Schedule pay rates shall be applicable
until all class A stock held by the Secretary of
the Treasury has been retired; and

(18) have such other incidental powers as
may be necessary or expedient to carry out its
duties under this chapter.

In determining whether a public offering is tak-
ing place for the purpose of the Securities Act of
1933 [15 U.S.C. 77a et seq.], there shall be ex-
cluded from consideration all class B and class C
stock purchases which took place prior to Au-
gust 13, 1981.

(Pub. L. 95–351, title I, § 102, Aug. 20, 1978, 92
Stat. 500; Pub. L. 97–35, title III, § 394(d)(1), Aug.
13, 1981, 95 Stat. 436.)

REFERENCES IN TEXT

The Securities Act of 1933, referred to in text, is act
May 27, 1933, ch. 38, title I, 48 Stat. 74, as amended,
which is classified generally to subchapter I (§ 77a et
seq.) of chapter 2A of Title 15, Commerce and Trade.
For complete classification of this Act to the Code, see
section 77a of Title 15 and Tables.

CODIFICATION

In pars. (5) and (10), ‘‘section 3324(a) and (b) of title
31’’ substituted for ‘‘section 3648 of the Revised Stat-
utes [31 U.S.C. 529]’’ on authority of Pub. L. 97–258,
§ 4(b), Sept. 13, 1982, 96 Stat. 1067, the first section of
which enacted Title 31, Money and Finance.

AMENDMENTS

1981—Pub. L. 97–35 substituted provisions relating to
a public offering for purposes of the Securities Act of
1933, for provisions setting forth criteria for the term
‘‘exempt securities’’.

EFFECTIVE DATE OF 1981 AMENDMENT

Section 394(d)(2) of Pub. L. 97–35 provided that: ‘‘The
amendment made by paragraph (1) [amending this sec-
tion] shall take effect on the day after the Final Gov-
ernment Equity Redemption Date [Dec. 31, 1981].’’ See
section 396(a) of Pub. L. 97–35 set out below.

‘‘FINAL GOVERNMENT EQUITY REDEMPTION DATE’’
DEFINED

Section 396(a) of subtitle C of title III of Pub. L. 97–35
provided that: ‘‘For purposes of this subtitle [see Short
Title of 1981 Amendment note set out under section 3001
of this title], the term ‘Final Government Equity Re-
demption Date’ shall have the same meaning given
such term in section 101(5) of the National Consumer
Cooperative Bank Act (12 U.S.C. 3011(5)).’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3018 of this title.
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§ 3013. Board of Directors

(a) Composition; term of office; removal by Presi-
dent

The Bank shall be governed by a Board of Di-
rectors (hereinafter in this chapter referred to
as the ‘‘Board’’) which shall consist of 15 mem-
bers. All members shall serve for a term of 3
years. After the expiration of the term of any
member, such member may continue to serve
until his successor has been elected or has been
appointed and qualified. Any member appointed
by the President may be removed for cause by
the President.

(b) Appointment by President; election by stock-
holders

(1) The President shall appoint, by and with
the advice and consent of the Senate—

(A) one member who shall be selected from
among proprietors of small business concerns,
as defined under section 632 of title 15, which
are manufacturers or retailers;

(B) one member who shall be selected from
among the officers of the agencies and depart-
ments of the United States; and

(C) one member who shall be selected from
among persons having extensive experience in
the cooperative field representing low-income
cooperatives eligible to borrow from the Bank.

(2) Twelve members of the Board shall be
elected by the holders of class B stock and class
C stock in accordance with the provisions of
subsection (d) of this section and the bylaws of
the Bank.

(c) Resignations; continuances; completion of
term; committee representation

(1) On the day after the Final Government Eq-
uity Redemption Date, all members of the Board
of Directors of the Bank who were appointed by
the President shall resign, except that—

(A) the member who shall have been ap-
pointed by the President from among propri-
etors of small business concerns, and

(B) one member who shall be designated by
the President and who shall have been ap-
pointed by the President from among the offi-
cers and employees of the agencies and depart-
ments of the United States Government,

may continue to serve until their successors
have been appointed and qualified.

(2) Any member of the Board of Directors of
the Bank who was elected by the holders of class
B or class C stock before the Final Government
Equity Redemption Date shall serve the remain-
der of the term for which such member was
elected.

(3) Any member appointed pursuant to sub-
section (b)(1) of this section shall be entitled to
sit on any committee of the Board, but not more
than one member so appointed may sit on any
one committee.

(d) Elections; nominations by cooperative class-
es; vacancies filled; representation require-
ments

(1) All elections of members of the Board by
the holders of class B stock and class C stock
shall be conducted in accordance with the by-
laws of the Bank. Such bylaws shall conform to

the requirements of this section. Nominations
for such elections shall be made by the following
classes of cooperatives: (A) housing, (B) con-
sumer goods, (C) low-income cooperatives, (D)
consumer services, and (E) all other eligible co-
operatives.

(2)(A) Vacant shareholder directorships shall
be filled so that at any time when there are
three or more shareholder directors on the
Board, there shall be at least one director rep-
resenting each of the following classes of co-
operatives: (i) housing cooperatives, (ii) low-in-
come cooperatives, and (iii) consumer goods and
services cooperatives.

(B) Each nominee for a shareholder director-
ship of a particular class shall have at least
three years experience as a director or senior of-
ficer in the class of cooperatives to be rep-
resented.

(C) No one class of cooperatives specified in
paragraph (1) shall be represented on the Board
by more than three directors.
(e) Terms; officer of Bank not to serve as direc-

tor; notice requirements of Bank and voting
shareholders

No director shall be eligible to be elected for
more than two consecutive full three-year
terms. No officer of the Bank shall be eligible to
serve simultaneously as a director on the Board
of the Bank. The Bank shall give adequate ad-
vance notice to all voting stockholders of nomi-
nees and of the procedures for nominating other
candidates. Each voting stockholder shall make
the information required in this paragraph
available to its members.
(f) Annual election of chairman and vice chair-

man and selection of secretary; eligibility; es-
tablishment of Bank policies and direction of
management

The Board shall annually elect from among its
members a chairman and vice chairman and se-
lect a secretary who need not be a member. The
Board shall establish the policies of the Bank
governing its funding, lending, and other finan-
cial and technical assistance, and shall direct
the management of the Bank.
(g) Conduct of meetings; rules governing

The Board shall meet at least quarterly. Its
meeting shall be open to members or representa-
tives of all eligible cooperatives and other eligi-
ble organizations, as observers only, and to per-
sons or representatives of groups who identify
their interest in the Bank and who are invited
to attend a meeting, subject to such rules as the
Board may establish for the conduct of such
meetings. Those rules shall include the manner
of giving notice of meetings, the procedure for
the conduct of meetings, the manner of submit-
ting topics for the agenda, the allocation of time
of presentations, and debate. The chairman,
when sustained by the majority of the Board
present, may adjourn the open meeting into an
executive session on motion of the chairman,
any Board member, or at the request of any ap-
plicant, borrower, officer, or employee when the
matter under discussion involves an application,
a loan, a personnel action, or other matter
which might tend to impinge on the right of pri-
vacy of any person.
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1 See References in Text note below.

(h) Compensation and expenses
Members of the Board appointed by the Presi-

dent from among the officers of the agencies and
departments of the United States Government
shall not receive any additional compensation
by virtue of their service on the Board. The
member of the Board appointed from among pro-
prietors of small business and the member of the
Board appointed pursuant to subsection (b)(1)(C)
of this section shall (1) receive compensation at
a rate equal to the daily equivalent of the rate
prescribed for grade GS–18 under section 5332 of
title 5 for each day that they are engaged in the
performance of their duties on the Board, and (2)
be allowed travel expenses, including per diem
in lieu of subsistence, in the same manner as
persons employed intermittently in the Govern-
ment service are allowed expenses under section
5703(b) 1 of title 5 for each day that they are
away from their homes or regular places of busi-
ness in the performance of their duties on the
Board. The members of the Board who are elect-
ed by the holders of class B stock and class C
stock shall be compensated in accordance with
the bylaws of the Bank. All compensation and
expenses paid to the members of the Board of
Directors shall be paid by the Bank.

(Pub. L. 95–351, title I, § 103, Aug. 20, 1978, 92
Stat. 502; Pub. L. 96–149, Dec. 16, 1979, 93 Stat.
1089; Pub. L. 97–35, title III, § 393(a), (b), Aug. 13,
1981, 95 Stat. 435, 436.)

REFERENCES IN TEXT

Section 5703 of title 5, referred to in subsec. (h), was
amended generally by Pub. L. 94–22, § 4, May 19, 1975, 89
Stat. 85, and, as so amended, does not contain a subsec.
(b).

AMENDMENTS

1981—Subsec. (a). Pub. L. 97–35, § 393(a), substituted
provisions relating to composition, term of office, and
removal by the President, for provisions relating to
composition, appointment, eligibility, removal, and va-
cancies.

Subsec. (b). Pub. L. 97–35, § 393(a), substituted provi-
sions relating to appointment by the President, and
election by the stockholders, for provisions relating to
resignation and termination of terms of Presidential
appointees, shareholder directorships, resignation of
remaining Presidential appointees on Final Govern-
ment Equity Redemption Date, and continuation of
Presidential appointment power.

Subsec. (c). Pub. L. 97–35, § 393(a), substituted provi-
sions relating to resignations, continuances, comple-
tion of term, and committee representation, for provi-
sions relating to nominating criteria for appointment
or election, and representational limitations.

Subsec. (d). Pub. L. 97–35, § 393(a), substituted provi-
sions relating to nominations by cooperative classes,
vacancies, and representational requirements for elec-
tions, for provisions relating to rules governing elec-
tion of successors to resigned Presidential appointees
and successors to shareholder directors.

Subsec. (h). Pub. L. 97–35, § 393(b), inserted provisions
relating to compensation of members elected by hold-
ers of class B and C stock, and provisions relating to
payment of compensation and expenses by the Bank,
and substituted provisions relating to members ap-
pointed under subsec. (b)(1)(C) of this section, for provi-
sions relating to Final Government Equity Redemption
Date, and members elected by holders of class B and C
stock.

1979—Subsec. (a). Pub. L. 96–149, § 1(a), inserted provi-
sions respecting appointment of a member from among
proprietors of small business concerns, and substituted
‘‘fifteen’’ for ‘‘thirteen’’, ‘‘eight’’ for ‘‘seven’’, and ‘‘this
section’’ for ‘‘this section 104’’, which for purposes of
codification had been editorially translated as ‘‘section
3014 of this title’’.

Subsec. (b). Pub. L. 96–149, § 1(b), substituted provi-
sions respecting criteria for resignations of initial two
additional Board members and the additional Board
member, for provisions respecting criteria for resigna-
tion of an additional Board member, and substituted
‘‘Five of the’’ for ‘‘Five’’.

Subsec. (d). Pub. L. 96–149, § 1(c), substituted ‘‘five of
the’’ for ‘‘all five’’.

Subsec. (h). Pub. L. 96–149, § 1(d), inserted provisions
relating to Board member appointed from among pro-
prietors of small businesses.

EFFECTIVE DATE OF 1981 AMENDMENT

Section 393(c) of Pub. L. 97–35 provided that: ‘‘The
amendments made by subsections (a) and (b) [amending
this section] shall take effect on the day after the Final
Government Equity Redemption Date [Dec. 31, 1981].’’
For definition of ‘‘Final Government Equity Redemp-
tion Date’’, see section 396(a) of Pub. L. 97–35, set out
as a note under section 3012 of this title.

REFERENCES IN OTHER LAWS TO GS–16, 17, OR 18 PAY
RATES

References in laws to the rates of pay for GS–16, 17,
or 18, or to maximum rates of pay under the General
Schedule, to be considered references to rates payable
under specified sections of Title 5, Government Organi-
zation and Employees, see section 529 [title I, § 101(c)(1)]
of Pub. L. 101–509, set out in a note under section 5376
of Title 5.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3014 of this title.

§ 3014. Capitalization

(a) Subscriptions for capital; authorization of ap-
propriations

The capital of the Bank shall consist of cap-
ital subscribed by borrowers from the Bank, by
cooperatives eligible to become borrowers, by
organizations owned and controlled by such bor-
rowers, by foundations, trust or charitable
funds, by public bodies, by other public or pri-
vate investors, and by the United States. There
are authorized to be appropriated not to exceed
$47,000,000 for fiscal year 1982 for purposes of pur-
chasing class A stock.

(b) Classes of stock; general requirements re-
specting rights, powers, privileges, and pref-
erences

The capital stock of the Bank shall include
class B and class C stock and such other classes
with such rights, powers, privileges, and pref-
erences of the separate classes as may be speci-
fied, not inconsistent with law, in the bylaws of
the Bank. Class A notes which are held by the
United States shall have first preference with
respect to assets and interest payments over all
classes of stock issued by the Bank. So long as
any class A notes are outstanding, the Bank
shall not pay any dividend on any class of stock
at a rate greater than the statutory interest
rate payable on class A notes. Class B and class
C stock shall be common stock with voting
rights as provided for herein and shall be issued
only to eligible borrowers and organizations
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1 So in original. Probably should be ‘‘have’’.

controlled by such borrowers or organizations
eligible to borrow, and shall be transferable only
on the books of the Bank and then only to an-
other eligible borrower. No holder of voting
stock of the Bank shall be entitled to more than
one vote regardless of the number of shares of
stock of other classes held, except as provided in
subsection (g) of this section.

(c) Class A notes; interest payments; redemption,
etc.

The holder of class A notes shall be entitled to
interest at a rate or rates determined by the
Secretary of the Treasury, taking into consider-
ation the current average yield on outstanding
marketable obligations of the United States of
comparable terms and conditions as of the last
day of the month preceding each issuance of
such class A notes to the Secretary of the Treas-
ury, except that, until October 1, 1990, interest
payments shall not exceed 25 percent of gross
revenues for the year, less necessary operating
expenses including a reserve for possible losses.
From time to time, the Bank may, with the ap-
proval of the Secretary of the Treasury and con-
sistent with the terms of this chapter, issue re-
placement class A notes upon terms and condi-
tions to be agreed upon by the Bank and the
Secretary, bearing interest as provided in this
subsection, in substitution for those class A
notes previously issued. Any such interest pay-
ment may be deferred by the Board of Directors
with the approval of the Secretary of the Treas-
ury, except that any interest payment so de-
ferred shall bear interest at a rate equal to the
rate determined pursuant to the first sentence
of this subsection. Without the approval of the
Secretary of the Treasury, the Bank shall not
pay any dividend or distribution on, or make
any redemption or repurchase of, any class of
stock at any time when the deferred interest
payments on class A notes shall not have been
paid in full, together with any unpaid interest
on such notes. Upon any liquidation or dissolu-
tion of the Bank, the holder of class A notes
shall be entitled to receive out of the assets of
the Bank available for distribution to its stock-
holders, prior to any payment to the holders of
any class of stock of the Bank, an amount not
less than the aggregate face value of all class A
notes outstanding, plus all accrued and unpaid
interest payments accrued thereon to and in-
cluding the date of payment (together with all
unpaid interest thereon). The class A notes shall
be redeemed and retired as soon as practicable
consistent with the purposes of this chapter
(such redemption to be at a price equal to the
face value of the class A notes so redeemed plus
interest payments accrued thereon to the date
of redemption), except that beginning on Octo-
ber 1, 1990, there shall be redeemed as a mini-
mum with respect to each fiscal year a number
of class A notes having an aggregate face value
equal to the aggregate consideration received by
the Bank for the issue of its class B and class C
stock during that fiscal year. Each such redemp-
tion shall take place not later than ninety days
after the close of each fiscal year. All class A
notes shall be redeemed by the Bank no later
than October 31, 2020.

(d) Class B stock; ownership requirements, etc.
Class B stock shall be held only by recipients

of loans under section 3015 of this title, and such
borrowers shall be required to own class B stock
in an amount not less than 1 per centum of the
face amount of the loan at the time the loan is
made. Such borrowers may be required by the
Bank to own additional class B or class C stock
at the time the loan is made, but not to exceed
an amount equal to 10 per centum of the face
amount of the loan, or from time to time, as the
Bank may determine. Such additional stock
ownership requirements may be on the basis of
the face amount of the loan, the outstanding
balances, or on a percentage of interest payable
during any year or any quarter thereof, as the
Bank may determine will provide adequate cap-
ital for the operation of the Bank and equitable
ownership thereof among borrowers.
(e) Class C stock; purchase, dividends, etc.

Class C stock shall be available for purchase
and shall be held only by borrowers or by orga-
nizations eligible to borrow under section 3015 of
this title or by organizations controlled by such
borrowers, and shall be entitled to dividends in
the manner specified in the bylaws of the Bank.
Such dividends shall be payable only from in-
come, and, until all class A notes has 1 been re-
tired, the rate of such dividends shall not exceed
the rate of the statutory interest payment on
class A notes.
(f) Nonvoting stock of other classifications and

priorities; issuance, etc.
Nonvoting stock of other classifications and

other priorities may be issued at the discretion
of the Board, to other investors, except that so
long as any class A notes are outstanding, the
Board shall not authorize or issue any class of
stock, whether voting or nonvoting, that would
rank prior or equal to the class A notes as to
dividends, interest payments, or upon liquida-
tion or dissolution.
(g) Voting requirements of bylaws

(1) The bylaws of the Bank may provide for
more than one vote on the basis of—

(A) the amount of class B stock, class C
stock, or both classes held, with such limita-
tions as will encourage investments in class C
stock;

(B) the amount of patronage of the Bank;
and

(C) number of members in the cooperative.

(2) Such bylaws shall avoid—
(A) voting control of the Bank from becom-

ing concentrated with the larger affluent or
smaller less affluent organizations;

(B) a disproportionately larger vote in one
or more of the groups of cooperatives referred
to in section 3013(d)(2)(A) of this title; and

(C) the concentration of more than 5 per cen-
tum of the total voting control in any one
class B or class C stockholder.

(h) Acceptance by Bank of nonreturnable capital
contributions

The Bank may accept nonreturnable capital
contributions on which no interest, dividend, or
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patronage refund shall be payable from associa-
tions, foundations, or funds or public bodies or
agencies at the discretion of the Board.

(i) Patronage refunds
After payment of all operating expenses of the

Bank, including interest on its obligations, and
after setting aside appropriate funds for reserves
for losses, for interest payments on class A
notes and dividends on class C stock and for any
redemption of class A notes in accordance with
subsection (c) of this section, the Bank shall an-
nually set aside the remaining earnings of the
Bank for patronage refunds in the form of class
B or C stock or allocated surplus in accordance
with the bylaws of the Bank. After ten years
from the date of issue of any such stock, or at
such earlier time as all the Government-held
stock is retired, patronage refunds may be made
in cash, or partly in stock and partly in cash.

(Pub. L. 95–351, title I, § 104, Aug. 20, 1978, 92
Stat. 503; Pub. L. 97–35, title III, §§ 394(c)(1),
395(b)(2), 396(c), Aug. 13, 1981, 95 Stat. 436, 439;
Pub. L. 101–206, § 2, Dec. 7, 1989, 103 Stat. 1832.)

AMENDMENTS

1989—Subsec. (c). Pub. L. 101–206 substituted ‘‘The
holder of class A notes shall be entitled to interest at
a rate or rates determined by the Secretary of the
Treasury, taking into consideration the current aver-
age yield on outstanding marketable obligations of the
United States of comparable terms and conditions as of
the last day of the month preceding each issuance of
such class A notes to the Secretary of the Treasury, ex-
cept that, until October 1, 1990, interest payments shall
not exceed 25 percent of gross revenues for the year,
less necessary operating expenses including a reserve
for possible losses. From time to time, the Bank may,
with the approval of the Secretary of the Treasury and
consistent with the terms of this chapter, issue replace-
ment class A notes upon terms and conditions to be
agreed upon by the Bank and the Secretary, bearing in-
terest as provided in this subsection, in substitution for
those class A notes previously issued.’’ for ‘‘The holder
of class A notes shall be entitled to interest payments
at a rate determined by the Secretary of the Treasury
taking into consideration the average market yield,
during the month preceding the close of each fiscal
year, on outstanding marketable obligations of the
United States of comparable maturity, except that
until October 1, 1990, such interest payments shall not
exceed 25 per centum of gross revenues for the year less
necessary operating expenses, including a reserve for
possible losses. Such interest payments shall be pay-
able annually into miscellaneous receipts of the Treas-
ury and shall be cumulative.’’ and inserted at end ‘‘All
class A notes shall be redeemed by the Bank no later
than October 31, 2020.’’

1981—Subsec. (a). Pub. L. 97–35, §§ 394(c)(1), 395(b)(2),
inserted ‘‘by other public or private investors,’’ after
‘‘public bodies,’’ and substituted provisions authorizing
appropriations for fiscal year 1982, for provisions au-
thorizing appropriations beginning with the fiscal year
ending Sept. 30, 1979, and authorizing use of amounts
authorized but not appropriated.

Subsec. (b). Pub. L. 97–35, § 396(c)(1), substituted
‘‘class B’’ for ‘‘class A, class B,’’, and substituted provi-
sions relating to class A notes, for provisions relating
to class A preferred stock.

Subsec. (c). Pub. L. 97–35, § 396(c)(2), substituted provi-
sions relating to interest payments, redemption, etc.,
of class A notes, for provisions relating to issuance,
dividends, etc., of class A stock.

Subsec. (e). Pub. L. 97–35, § 396(c)(3), substituted provi-
sions relating to class A notes, for provisions relating
to class A stock.

Subsec. (f). Pub. L. 97–35, § 396(c)(4), substituted provi-
sions relating to class A notes, for provisions relating
to class A stock.

Subsec. (g)(2)(B). Pub. L. 97–35, § 396(c)(5), substituted
‘‘3013(d)(2)(A)’’ for ‘‘3013(c)’’.

Subsec. (h). Pub. L. 97–35, § 396(c)(6), struck out provi-
sion respecting treatment of the Bank as a govern-
mental unit within section 170(b)(1)(A)(v) of title 26.

Subsec. (i). Pub. L. 97–35, § 396(c)(7), substituted provi-
sions relating to class A notes, for provisions relating
to class A stock.

EFFECTIVE DATE OF 1981 AMENDMENT

Section 394(c)(2) of Pub. L. 97–35 provided that: ‘‘The
amendment made by paragraph (1) [amending this sec-
tion] shall take effect on the day after the Final Gov-
ernment Equity Redemption Date [Dec. 31, 1981].’’ For
definition of ‘‘Final Government Equity Redemption
Date’’, see section 396(a) of Pub. L. 97–35, set out as a
note under section 3012 of this title.

Section 395(b)(3) of Pub. L. 97–35 provided that: ‘‘The
amendments made by paragraphs (1) [amending section
3042 of this title] and (2) [amending this section] shall
take effect on October 1, 1981.’’

Amendment by section 396(c) of Pub. L. 97–35 effective
on the day after the Final Government Equity Redemp-
tion Date (Dec. 31, 1981), see section 396(i) of Pub. L.
97–35, set out as an Effective Date of 1981 Amendment
note under section 3011 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3011, 3019, 3026
of this title.

§ 3015. Eligibility of cooperatives

(a) General requirements
For the purpose of all subchapters of this

chapter, subject to the limitations of subsection
(d) of this section, an eligible cooperative is an
organization chartered or operated on a coopera-
tive, not-for-profit basis for producing or fur-
nishing goods, services or facilities, primarily
for the benefit of its members or voting stock-
holders who are ultimate consumers of such
goods, services, or facilities, or a legally char-
tered entity primarily owned and controlled by
any such organization or organizations, if it—

(1) makes such goods, services or facilities
directly or indirectly available to its members
or voting stockholders on a not-for-profit
basis;

(2) does not pay dividends on voting stock or
membership capital in excess of such percent-
age per annum as may be approved under the
bylaws of the Bank;

(3) provides that its net savings shall be allo-
cated or distributed to all members or pa-
trons, in proportion to their patronage, or
shall be retained for the actual or potential
expansion of its services or the reduction of its
charges to the patrons, or for such other pur-
poses as may be authorized by its membership
not inconsistent with its purposes;

(4) makes membership available on a vol-
untary basis, without any social, political, ra-
cial, or religious discrimination and without
any discrimination on the basis of age, sex, or
marital status, to all persons who can make
use of its services and are willing to accept the
responsibilities of membership, subject only to
limitations under applicable Federal or State
laws or regulations;

(5) in the case of primary cooperative orga-
nizations restricts its voting control to mem-
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bers or voting stockholders on a one vote per
person basis (except that this requirement
shall not apply to any housing cooperative in
existence on March 21, 1980, which did not
meet such requirement on such date) and
takes positive steps to insure economic de-
mocracy and maximum participation by mem-
bers of the cooperative including the holding
of annual meetings and, in the case of organi-
zations owned by groups of cooperatives, pro-
vides positive protections to insure economic
democracy; and

(6) is not a credit union, mutual savings
bank, or mutual savings and loan association.

(b) Primary producers
No organization shall be ineligible because it

produces, markets, or furnishes goods, services,
or facilities on behalf of its members as primary
producers, unless the dollar volume of loans
made by the Bank to such organizations exceeds
10 per centum of the gross assets of the Bank.

(c) ��Net savings�� defined
As used in this section, the term ‘‘net savings’’

means, for any period, the borrower’s gross re-
ceipts, less the operating and other expenses de-
ductible therefrom in accordance with generally
accepted accounting principles, including, with-
out limitation, contributions to allowable re-
serves, and after deducting the amounts of any
dividends on its capital stock or other member-
ship capital payable during, or within forty-five
days after, the close of such period.

(d) Cooperatives eligible for other Federal credit
assistance

An eligible cooperative which also has been
determined to be eligible for credit assistance
from the Rural Electrification Administration,
the National Rural Utilities Cooperative Fi-
nance Corporation, the Rural Telephone Bank,
the Banks for Cooperatives or other institutions
of the Farm Credit System, or the Farmers
Home Administration may receive the assist-
ance authorized by this chapter only (1) if the
Bank determines that a request for assistance
from any such source or sources has been re-
jected or denied solely because of the un-
availability of funds from such source or
sources, or (2) by agreement between the Bank
and the agency or agencies involved.

(e) Credit unions eligible for technical assistance
from Office of Self-Help Development and
Technical Assistance

Notwithstanding any other provision of this
section, a credit union serving predominantly
low-income members (as defined by the Admin-
istrator of the National Credit Union Adminis-
tration) may receive technical assistance under
subchapter II of this chapter.

(Pub. L. 95–351, title I, § 105, Aug. 20, 1978, 92
Stat. 506; Pub. L. 97–35, title III § 394(e)(1), (f),
Aug. 13, 1981, 95 Stat. 436, 437.)

REFERENCES IN TEXT

All subchapters of this chapter, referred to in subsec.
(a), was in the original ‘‘all titles of this Act’’, meaning
titles I to III of Pub. L. 95–351. Titles I and II constitute
this chapter and title III amended section 5315 of Title
5, Government Organization and Employees, and sec-

tions 856, 867, and 868 of former Title 31, Money and Fi-
nance.

AMENDMENTS

1981—Subsec. (a). Pub. L. 97–35, § 394(e)(1), substituted
‘‘primarily owned’’ for ‘‘entirely owned’’.

Subsec. (a)(5). Pub. L. 97–35, § 394(f), inserted provi-
sions relating to exception for housing cooperatives in
existence on Mar. 21, 1980.

EFFECTIVE DATE OF 1981 AMENDMENT

Section 394(e)(2) of Pub. L. 97–35 provided that: ‘‘The
amendment made by paragraph (1) [amending this sec-
tion] shall take effect on the day after the Final Gov-
ernment Equity Redemption Date [Dec. 31, 1981].’’ For
definition of ‘‘Final Government Equity Redemption
Date’’, see section 396(a) of Pub. L. 97–35, set out as a
note under section 3012 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3014, 3018 of this
title.

§ 3016. Annual meetings; notice, agenda, etc.

The Bank shall hold an annual meeting of its
stockholders which shall be open to the public.
At least 30 days’ advance notice of the time and
place of the annual meeting shall be given to all
stockholders. Borrowers from the Bank shall
also give notice of the meeting to their mem-
bers, who shall be entitled to attend. At such
meeting the Bank shall give a full report of its
activities during the year and its financial con-
dition and may present proposals for future ac-
tion and other matters of general concern to
borrowers and organizations eligible to borrow
from the Bank. Members and representatives of
borrowers may present motions or resolutions
relating to matters within the scope of this
chapter and may participate in the discussion
thereof and other matters on the agenda.

(Pub. L. 95–351, title I, § 106, Aug. 20, 1978, 92
Stat. 507.)

§ 3017. Bonds, debentures, notes and other evi-
dences of indebtedness

(a) Authorization for public or private sale; time
of issuance, interest rates, and terms and
conditions; outstanding amount

The Bank is authorized to obtain funds
through the public or private sale of its bonds,
debentures, notes, and other evidences of indebt-
edness. Such obligations shall be issued at such
times, bear interest at such rates, and contain
such terms and conditions as the Board shall de-
termine: Provided, however, That the amount of
such obligations which may be outstanding at
any one time pursuant to this section shall not
exceed ten times the paid-in capital and surplus
of the Bank.

(b) Purchase and sale by Bank; methods of sale
and delivery

The Bank may purchase its own obligations,
and may provide for the sale of any such obliga-
tions through a fiscal agent or agents, by nego-
tiation, offer, bid, syndicate sale, or otherwise,
and may deliver such obligations by book entry,
wire transfer, or such other means as may be ap-
propriate.
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(c) Obligations as not guaranteed by United
States and not to constitute a debt or obliga-
tion of United States

Obligations issued under this section shall not
be guaranteed by the United States and shall
not constitute a debt or obligation of the United
States or any agency or instrumentality thereof
other than the Bank.

(Pub. L. 95–351, title I, § 107, Aug. 20, 1978, 92
Stat. 507; Pub. L. 97–35, title III, §§ 394(g)(1),
396(d), Aug. 13, 1981, 95 Stat. 437, 440.)

AMENDMENTS

1981—Subsec. (a). Pub. L. 97–35, § 394(g)(1), struck out
requirement respecting consultation with the Sec-
retary of the Treasury.

Subsecs. (b) to (d). Pub. L. 97–35, § 396(d), redesignated
subsecs. (c) and (d) as (b) and (c), respectively, and
struck out former subsec. (b) relating to discretionary
authority for issuance to and purchase by Secretary of
Treasury.

EFFECTIVE DATE OF 1981 AMENDMENT

Section 394(g)(2) of Pub. L. 97–35 provided that: ‘‘The
amendment made by paragraph (1) [amending this sec-
tion] shall take effect on the day after the Final Gov-
ernment Equity Redemption Date [Dec. 31, 1981].’’ For
definition of ‘‘Final Government Equity Redemption
Date’’, see section 396(a) of Pub. L. 97–35, set out as a
note under section 3012 of this title.

Amendment by section 396(d) of Pub. L. 97–35 effec-
tive on the day after the Final Government Equity Re-
demption Date (Dec. 31, 1981), see section 396(i) of Pub.
L. 97–35, set out as a note under section 3011 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3012, 3017a, 3022
of this title.

§ 3017a. Class A notes as paid-in capital of the
Bank

Only for purposes of section 3017(a) of this
title, class A notes shall be deemed to be paid-
in capital of the Bank.

(Pub. L. 97–35, title III, § 391(b)(1), Aug. 13, 1981,
95 Stat. 434.)

CODIFICATION

Section was enacted as part of the National Con-
sumer Cooperative Bank Act Amendments of 1981 and
also as part of the Omnibus Budget Reconciliation Act
of 1981, and not as part of the National Consumer Coop-
erative Bank Act which comprises this chapter.

EFFECTIVE DATE

Section 391(b)(2) of Pub. L. 97–35 provided that: ‘‘This
subsection [enacting this section] shall take effect on
the day after the Final Government Equity Redemp-
tion Date [Dec. 31, 1981].’’ For definition of ‘‘Final Gov-
ernment Equity Redemption Date’’, see section 396(a)
of Pub. L. 97–35, set out as a note under section 3012 of
this title.

§ 3018. Loans

(a) General requirements for loans and commit-
ments for loans; limitations; allocation of as-
sistance for low-income persons; criteria and
factors for making loans, etc.; publication

The Bank may make loans and commitments
for loans under this subsection to any organiza-
tion determined by the Bank to be eligible under
the provisions of section 3015 of this title, and

may purchase or discount obligations of mem-
bers of such organizations if the Bank, to the ex-
clusion of all other persons, entities, agencies,
or jurisdictions, also determines that the appli-
cant has or will have a sound organizational and
financial structure, income in excess of its oper-
ating costs and assets in excess of its obliga-
tions, and a reasonable expectation of a continu-
ing demand for its production, goods, commod-
ities, or services, or the use of its facilities, so
that the loan will be fully repayable in accord-
ance with its terms and conditions. Commencing
on October 1, 1985, the Bank shall not make any
loan to a cooperative for the purpose of financ-
ing the construction, ownership, acquisition, or
improvement of any structure used primarily
for residential purposes if, after giving effect to
such loan, the aggregate amount of all loans
outstanding for such purpose would exceed 30
per centum of the gross assets of the Bank. The
Board of Directors shall use its best efforts to
insure that at the end of each fiscal year of the
Bank at least 35 per centum of its outstanding
loans are to—

(1) cooperatives at least a majority of the
members of which are low-income persons, and

(2) other cooperatives, if the proceeds of
such loans are directly applied to finance a fa-
cility, activity, or service that the Board finds
will be used predominantly by low-income per-
sons.

The Board shall adopt and publish in the Fed-
eral Register rules defining the term ‘‘low-in-
come persons’’ for purposes of this subsection.
The criteria to be applied and the factors to be
considered by the Bank in making loans, loan
commitments, purchases, discounts, and guaran-
tees shall include an assessment of the impact of
the loan on existing small businesses in the eli-
gible organizations’ business territory. The cri-
teria and factors shall be stated in rules of the
Bank which shall be published and made avail-
able to applicants and, upon request, to any
other person or organization.

(b) Repayment requirements; criteria for terms,
rates, and charges; advancement of loan pro-
ceeds

Loans under this section shall be repayable in
not more than forty years and, except for loans
with final due date not longer than five years
from the date of the loan, shall be amortized as
to principal and interest. In setting the terms,
rates, and charges, it shall be the objective of
the Bank to provide the type of credit needed by
eligible borrowers, at the lowest reasonable cost
on a sound business basis, taking into account
the cost of money to the Bank, necessary re-
serve and expenses of the Bank, and the tech-
nical and other assistance attributable to loans
under this section made available by the Bank.
The loan terms may provide for interest rates to
vary from time to time during the repayment
period of the loan in accordance with the rates
being charged by the Bank for new loans at such
times. The proceeds of a loan under this sub-
section may be advanced by the borrower to its
members or stockholders under circumstances
described in the bylaws or rules of the Bank.
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(c) Guarantees by Bank; requirements; charges
Subject to section 3012(13) of this title, the

Bank may guarantee all or any part of the prin-
cipal and interest of any loan made by any State
or federally chartered lending institution to any
borrower if such loan is to an organization that
would be an eligible borrower from the Bank for
a direct loan and is on terms and conditions (in-
cluding the rate of interest) which would be per-
missible terms and conditions for such a direct
loan. The Bank may impose a charge for any
such guarantee. No loan may be guaranteed by
the Bank if the income therefrom to the lender
is excluded from such lender’s gross income for
purposes of chapter 1 of title 26.
(d) Assignment of guaranteed loans;

contestability of guarantee; criteria for pur-
chase by Bank of guaranteed loan in lieu of
requiring service by lender

Any loan guaranteed under subsection (c) of
this section shall be assignable to the extent
provided in the contract of guarantee as may be
determined by the Bank. The guarantee shall be
uncontestable, except for fraud or misrepresen-
tation of which the holder had actual knowledge
at the time he acquired the loan. The Bank in
lieu of requiring such lender to service such
guaranteed loan until final maturity or liquida-
tion, may purchase the loan for the balance of
the principal and accrued interest thereon with-
out penalty, if it determines that (1) the liquida-
tion of the loan would result in the insolvency
of the borrower or deprive the borrower of assets
essential to its continued operation, and (2) the
loan will be repayable with revision of the loan
rates, terms, or payment periods or other condi-
tions not inconsistent with loans made by the
Bank under subsection (a) of this section, which
revisions the lender or other holder of such
guaranteed loan is unwilling to make.
(e) Aggregate amount of commitments to make

or guarantee loans
As long as any of the class A stock of the

Bank is held by the Secretary of the Treasury,
the aggregate amount of commitments by the
Bank to make or guarantee loans shall not ex-
ceed such amounts as may be specified in annual
appropriation Acts.

(Pub. L. 95–351, title I, § 108, Aug. 20, 1978, 92
Stat. 508; Pub. L. 97–35, title III, §§ 394(b), 396(e),
Aug. 13, 1981, 95 Stat. 436, 440; Pub. L. 99–514, § 2,
Oct. 22, 1986, 100 Stat. 2095.)

AMENDMENTS

1986—Subsec. (c). Pub. L. 99–514 substituted ‘‘Internal
Revenue Code of 1986’’ for ‘‘Internal Revenue Code of
1954’’, which for purposes of codification was translated
as ‘‘title 26’’ thus requiring no change in text.

1981—Subsec. (a). Pub. L. 97–35, § 394(b), substituted
‘‘1985’’ for ‘‘1983’’.

Subsec. (b). Pub. L. 97–35, § 396(e), struck out provi-
sions relating to proceeds from class A and class B
stock.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by section 396(e) of Pub. L. 97–35 effective
on day after Final Government Equity Redemption
Date (Dec. 31, 1981), see section 396(i) of Pub. L. 97–35,
set out as a note under section 3011 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3043 of this title.

§ 3019. Taxation by State, county, etc., taxing au-
thority; Federal tax status

(a) The Bank, including its franchise, capital,
reserves, surplus, mortgages, or other security
holdings and income shall be exempt from tax-
ation now or hereafter imposed by any State,
county, municipality, or local taxing authority,
but any real property held by the Bank shall be
subject to any State, county, municipal, or local
taxation to the same extent according to its
value as other real property is taxed.

(b) Notwithstanding any other provision of
law, for purposes of subchapter T of chapter 1 of
title 26—

(1) the Bank shall be treated as a corpora-
tion operating on the cooperative basis within
the meaning of section 1381(a)(2) of title 26;

(2) the term ‘‘patronage dividend’’, as de-
fined in section 1388(a) of title 26 includes,
only as such section applies to the Bank, any
patronage refunds in the form of class B or
class C stock or allocated surplus that are dis-
tributed or set aside by the Bank pursuant to
section 3014(i) of this title;

(3) the terms ‘‘written notice of allocation’’
and ‘‘qualified written notices of allocation’’,
as defined in sections 1388(b) and (c) of title 26,
include (to the extent of par value), only as
such sections apply to the Bank, any class B
or class C stock distributed by the Bank pur-
suant to section 3014(i) of this title and shall
also include any allocated surplus set aside by
the Bank pursuant to section 3014(i) of this
title;

(4) patrons of the Bank shall be deemed to
have consented under section 1388(c)(2) of title
26 to the inclusion in their incomes of any
qualified written notices of allocation received
by such patrons from the Bank; and

(5) any amounts required to be included in
the incomes of patrons of the Bank with re-
spect to class B or class C stock or allocated
surplus shall be treated as earnings from busi-
ness done by such patrons of the Bank with or
for their own patrons.

(Pub. L. 95–351, title I, § 109, Aug. 20, 1978, 92
Stat. 509; Pub. L. 97–35, title III, § 392(a), Aug. 13,
1981, 95 Stat. 434; Pub. L. 99–514, § 2, Oct. 22, 1986,
100 Stat. 2095.)

REFERENCES IN TEXT

Subchapter T of chapter 1 of title 26, referred to in
subsec. (b), is set out as section 1381 et seq. of Title 26,
Internal Revenue Code.

AMENDMENTS

1986—Subsec. (b). Pub. L. 99–514 substituted ‘‘Internal
Revenue Code of 1986’’ for ‘‘Internal Revenue Code of
1954’’, which for purposes of codification was translated
as ‘‘title 26’’ thus requiring no change in text.

1981—Pub. L. 97–35 designated existing provisions as
subsec. (a), struck out applicability of Final Govern-
ment Equity Redemption Date to provisions, and added
subsec. (b).

EFFECTIVE DATE OF 1981 AMENDMENT

Section 392(b) of Pub. L. 97–35 provided that: ‘‘The
amendments made by subsection (a) [amending this
section] shall take effect on the day after the Final
Government Equity Redemption Date [Dec. 31, 1981].’’
For definition of ‘‘Final Government Equity Redemp-
tion Date’’, see section 396(a) of Pub. L. 97–35, set out
as a note under section 3012 of this title.
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§ 3020. Quarters and space for principal and
other offices

Until the Final Government Equity Redemp-
tion Date, space for the principal office and any
branch offices of the Bank shall be provided by
the General Services Administration. There-
after, the Bank may lease, construct, or own
quarters and provide for the space requirements
of its principal and other offices.

(Pub. L. 95–351, title I, § 110, Aug. 20, 1978, 92
Stat. 510.)

§ 3021. Annual report to Congress; contents

The Board of the Bank shall report annually
to the appropriate committees of the Congress
on the Bank’s capital, operations, and financial
condition and make recommendations for legis-
lation needed to improve its services.

(Pub. L. 95–351, title I, § 111, Aug. 20, 1978, 92
Stat. 510.)

§ 3022. Authorization of additional appropria-
tions; restrictions on use

In addition to appropriations specifically au-
thorized in this chapter, there are authorized to
be appropriated $2,000,000 for the fiscal year end-
ing September 30, 1979, and for each of the two
succeeding fiscal years, ending September 30,
1980, and September 30, 1981, such sums as may
be necessary: Provided, That none of these ap-
propriated sums shall be used to retire any in-
debtedness of the Bank incurred pursuant to sec-
tion 3017 of this title. Any sums so appropriated
shall remain available until expended.

(Pub. L. 95–351, title I, § 112, Aug. 20, 1978, 92
Stat. 510.)

§ 3023. Appeal procedures applicable upon denial
or restriction of application for assistance

(a) If an application for assistance under this
chapter is denied in whole or in part, the appli-
cant shall be informed within thirty days in
writing of the reasons for the denial or restric-
tion.

(b) Any applicant for assistance under this
chapter receiving notice of denial or restriction
of the application may, within thirty days of re-
ceipt of such notice, request the Board of Direc-
tors to review the application and notice of de-
nial or restriction for a determination of wheth-
er the action of the Bank was correctly within
the terms of this chapter, the regulations, and
the policy of the Board. The Board shall con-
sider the request for review at its next meeting
and promptly inform the applicant of its deter-
mination and the reasons therefor.

(Pub. L. 95–351, title I, § 113, Aug. 20, 1978, 92
Stat. 510.)

§ 3024. Conflict of interest rules; adoption and
publication; requirements

The Board of Directors shall adopt and publish
its own conflict of interest rules which shall be
no less stringent in effect than the Federal Ex-
ecutive conflict of interest rules contained in
Executive Order Numbered 11222 in prohibiting
participation or action or the use of inside infor-

mation for personal advantage on any matter
involving a corporation, trust, partnership, or
cooperative organization in which a board mem-
ber, officer, or employee holds a substantial fi-
nancial interest or holds a position as board
member or senior officer, the activities of which
organization might be relevant to, be competi-
tive with, or be inconsistent with the objectives
of any bank created under this chapter. These
rules shall require—

(1) each nominee for elected membership on
the Board established under this chapter to
make public and file with the election official
before the date of election a statement of his
financial interest and position, if any, in such
organizations; and

(2) each senior executive officer and ap-
pointed member of the Board to file with the
appointing officer, before entering that office
a statement of his financial interest and posi-
tion, if any, in such organizations, which shall
be available for inspection upon request.

(Pub. L. 95–351, title I, § 114, Aug. 20, 1978, 92
Stat. 510; Pub. L. 97–35, title III, § 396(f), Aug. 13,
1981, 95 Stat. 440.)

REFERENCES IN TEXT

Executive Order Numbered 11222, referred to in text,
which was formerly set out as a note under section 201
of Title 18, Crimes and Criminal Procedure, was re-
voked by Ex. Ord. No. 12674, § 501(a), Apr. 12, 1989, 54
F.R. 15161.

AMENDMENTS

1981—Pub. L. 97–35 struck out provisions authorizing
section to remain in effect until the Final Government
Equity Redemption Date.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective on the day
after the Final Government Equity Redemption Date
(Dec. 31, 1981), see section 396(i) of Pub. L. 97–35, set out
as a note under section 3011 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3051 of this title.

§ 3025. Examination and audit

The Farm Credit Administration and the Gen-
eral Accounting Office are hereby authorized
and directed to examine and audit the Bank. Re-
ports regarding such examinations and audits
shall be promptly forwarded to both Houses of
the Congress. The Bank shall reimburse the
Farm Credit Administration for the costs of any
examination or audit conducted by the Farm
Credit Administration.

(Pub. L. 95–351, title I, § 115, Aug. 20, 1978, 92
Stat. 511; Pub. L. 97–35, title III, § 394(a)(1), Aug.
13, 1981, 95 Stat. 436.)

AMENDMENTS

1981—Pub. L. 97–35 substituted provisions relating to
examination and audit by the Farm Credit Administra-
tion and the General Accounting Office, for provisions
relating to annual examinations and audits by an agen-
cy or instrumentality of the Federal Government des-
ignated by the President.

EFFECTIVE DATE OF 1981 AMENDMENT

Section 394(a)(2) of Pub. L. 97–35 provided that: ‘‘The
amendment made by paragraph (1) [amending this sec-
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tion] shall take effect on the day after the Final Gov-
ernment Equity Redemption Date [Dec. 31, 1981].’’ For
definition of ‘‘Final Government Equity Redemption
Date’’, see section 396(a) of Pub. L. 97–35, set out as a
note under section 3012 of this title.

§ 3026. Acceleration of the Final Government Eq-
uity Redemption Date

(a)(1)(A) The Final Government Equity Re-
demption Date shall occur on December 31, 1981,
or not later than 10 days after the date of the
enactment of the first Act providing for appro-
priations for fiscal year 1982 (other than con-
tinuing appropriations) for the Department of
Housing and Urban Development and Independ-
ent Agencies, whichever occurs later.

(B) Not later than 5 days after the Final Gov-
ernment Equity Redemption Date, the Sec-
retary of the Treasury shall publish a notice in
the Federal Register indicating the day on
which the Final Government Equity Redemp-
tion Date occurred.

(2)(A) Before the Final Government Equity Re-
demption Date, the Secretary of the Treasury
shall purchase all class A stock for which the
Congress has appropriated funds.

(B) After the Final Government Equity Re-
demption Date, the Secretary of the Treasury
shall not purchase any class A stock.

(3)(A) On the Final Government Equity Re-
demption Date, all class A stock held by the
Secretary of the Treasury on such date shall be
redeemed by the Bank in exchange for class A
notes which are issued by the Bank to the Sec-
retary of the Treasury on behalf of the United
States and which have a total face value equal
to the total par value of the class A stock which
is so redeemed, plus any unpaid dividends on
such stock.

(B) During the period beginning on the Final
Government Equity Redemption Date and end-
ing on December 31, 1990, not less than 30 per-
cent of the revenue derived from the sale of
stock by the Bank, other than the sale of class
B stock or class C stock, shall be used, upon re-
ceipt, to retire class A notes.

(C) After December 31, 1990, the Bank shall
maintain a repayment schedule for class A notes
which will assure full repayment of all class A
notes not later than December 31, 2020. The re-
quirement specified in the previous sentence is
in addition to the requirement regarding the re-
demption of class A notes which is specified in
section 3014(c) of this title.

(b)(1) The United States shall not be respon-
sible for any obligation of the Bank which is in-
curred after the Final Government Equity Re-
demption Date.

(2) As soon as practicable after August 13, 1981,
the Board shall adopt bylaws which will assist in
expediting and coordinating the activities which
will occur with respect to the Final Government
Equity Redemption Date.

(Pub. L. 95–351, title I, § 116, as added Pub. L.
97–35, title III, § 391(a)(1), Aug. 13, 1981, 95 Stat.
433.)

REFERENCES IN TEXT

The date of the enactment of the first Act providing
for appropriations for fiscal year 1982 (other than con-
tinuing appropriations) for the Department of Housing

and Urban Development and Independent Agencies, re-
ferred to in subsec. (a)(1)(A), is Dec. 23, 1981, the date of
enactment of Pub. L. 97–101, 95 Stat. 1417, known as the
Department of Housing and Urban Development—Inde-
pendent Agencies Appropriation Act, 1982.

EFFECTIVE DATE

Section 391(a)(2) of Pub. L. 97–35 provided that: ‘‘The
amendment made by paragraph (1) [enacting this sec-
tion] shall take effect on the date of the enactment of
this Act [Aug. 13, 1981].’’

FINAL GOVERNMENT EQUITY REDEMPTION DATE
ESTABLISHED

Pub. L. 97–101, title V, § 501(36), Dec. 23, 1981, 95 Stat.
1440, provided in part that: ‘‘the final Government eq-
uity redemption date for the National Consumer Coop-
erative Bank shall occur on December 31, 1981.’’

SUBCHAPTER II—OFFICE OF SELF-HELP
DEVELOPMENT AND TECHNICAL ASSIST-
ANCE

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in section 3015 of this
title.

§ 3041. Establishment; appointment, etc., of Di-
rector

(a) There is hereby established within the
Bank an Office of Self-Help Development and
Technical Assistance (hereinafter the ‘‘Office’’).

(b) The Office shall have a Director who shall
be appointed by the President, with the advice
and consent of the Senate, and who shall not be
a member of the Board. Subject to review by the
Board, the Director shall promulgate and pub-
lish in the Federal Register policies and proce-
dures governing the operation of the Office.

(Pub. L. 95–351, title II, § 201, Aug. 20, 1978, 92
Stat. 511.)

ABOLITION OF OFFICE AND PERFORMANCE OF FUNCTIONS

For abolition of the Office of Self-Help Development
and Technical Assistance and performance of the func-
tions by a nonprofit corporation upon the incorpora-
tion of the nonprofit corporation, see section 3051 of
this title.

§ 3042. Authorization of appropriations for ad-
vances; deposits into separate Account in
Bank; availability of amounts

There are hereby authorized to be appro-
priated to the Office for the purpose of making
advances under section 3043 of this title an
amount not to exceed $14,000,000 for fiscal year
1982. Any amounts appropriated to the Office
shall be deposited by the Office in a separate ac-
count in the Bank (hereinafter the ‘‘Account’’),
and shall remain available until expended. Re-
payments of capital investment advances made
pursuant to section 3043(a) of this title and in-
terest supplement advances made pursuant to
section 3043(b) of this title and payments of in-
terest thereon pursuant to section 3043(c) of this
title shall also be deposited in the Account. No
other funds of the Bank shall be transferred into
the Account. The Account shall be used by the
Office only as authorized in section 3043 of this
title.

(Pub. L. 95–351, title II, § 202, Aug. 20, 1978, 92
Stat. 511; Pub. L. 97–35, title III, § 395(b)(1), Aug.
13, 1981, 95 Stat. 438.)
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AMENDMENTS

1981—Pub. L. 97–35 substituted provisions authorizing
appropriations for fiscal year 1982, for provisions au-
thorizing appropriations for the fiscal year ending
Sept. 30, 1979, and the next two succeeding fiscal years.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective Oct. 1, 1981, see
section 395(b)(3) of Pub. L. 97–35, set out as a note under
section 3014 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3051 of this title.

§ 3043. Advances

(a) Capital investment advances; criteria
The Office may make a capital investment ad-

vance to any eligible cooperative, either in con-
junction with or without a loan if the Office de-
termines that—

(1)(A) the applicant’s initial or supplemental
capital requirements exceeds its ability to ob-
tain such capital through a loan under section
3018 of this title or from other sources; or

(B) the membership of the applicant is, or
will consist, substantially of low-income per-
sons, as defined by the Board of Directors, or
the applicant proposes to undertake to provide
specialized goods, services, or facilities to
serve their needs; and

(2) the applicant cannot obtain sufficient
funds through a loan under section 3018 of this
title or otherwise, and the applicant presents
a plan which the Office determines will permit
the replacement of a capital investment ad-
vance out of member equities within a period
not to exceed thirty years.

(b) Interest supplement advances; criteria;
amount

The Office may make advances to pay all or
part of the interest payable to the Bank or any
other lender by an eligible cooperative applicant
which the Office determines cannot pay a mar-
ket rate of interest because it sells goods or
services to, or provides facilities for the use of,
persons of low income: Provided, That such ad-
vances will not exceed an amount equal to 4 per
centum of the principal amount of the indebted-
ness of such applicant to the Bank or such other
lender for any year in which the net income of
the cooperative is insufficient to meet scheduled
interest payments.
(c) Interest rate applicable to advances

Capital investment advances made by the Of-
fice pursuant to subsection (a) of this section
and interest supplement advances made by the
Office pursuant to subsection (b) of this section
shall bear interest at a rate determined by the
Board of Directors of the Bank, and the Board of
Directors may authorize an interest rate appli-
cable to such advances lower than the rate ap-
plicable to loans by the Bank pursuant to sec-
tion 3018 of this title.

(Pub. L. 95–351, title II, § 203, Aug. 20, 1978, 92
Stat. 512; Pub. L. 97–35, title III, § 396(g), Aug. 13,
1981, 95 Stat. 440.)

AMENDMENTS

1981—Subsecs. (a), (b). Pub. L. 97–35 struck out ref-
erences to the Account wherever appearing.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97–35 effective on the day
after the Final Government Equity Redemption Date
(Dec. 31, 1981), see section 396(i) of Pub. L. 97–35, set out
as a note under section 3011 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3042, 3051 of this
title.

§ 3044. Services and information for organiza-
tion, financing, and management of coopera-
tives; availability; agreements for develop-
ment and dissemination; funding

The Office shall make available information
and services concerning the organization, fi-
nancing, and management of cooperatives to
best achieve the objectives of this chapter and
to best provide the means through which various
types of goods, services, and facilities can be
made available to members and patrons. The Of-
fice may enter into agreements with other agen-
cies of Federal, State, and local governments,
colleges and universities, foundations, or other
organizations for the development and dissemi-
nation of such information, and services de-
scribed in this subchapter. The Office may make
or accept grants or transfer of funds for such
purposes.

(Pub. L. 95–351, title II, § 204, Aug. 20, 1978, 92
Stat. 512.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3051 of this title.

§ 3045. Investigations and surveys respecting
new services, etc., by cooperative not-for-
profit organizations

The Office may undertake investigations of
new types of services which can more effectively
be provided through cooperative not-for-profit
organizations and make surveys of areas where
the increased use of such organizations will con-
tribute to the economic well-being of the com-
munity.

(Pub. L. 95–351, title II, § 205, Aug. 20, 1978, 92
Stat. 512.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3051 of this title.

§ 3046. Financial analysis and market surveys at
request of eligible cooperative

The Office may, at the request of any eligible
cooperative, provide a financial analysis of the
applicant’s capital structure and needs and its
cost of operations, survey the market for the
goods or services the cooperative makes or de-
sires to make available to its members or pa-
trons or the users of its facilities.

(Pub. L. 95–351, title II, § 206, Aug. 20, 1978, 92
Stat. 513.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3051 of this title.

§ 3047. Programs for training directors and staff
of eligible cooperatives, and public edu-
cation; development and availability; scope
and implementation

The Office shall develop and make available,
alone or in concert with other organizations, a
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program for training directors and staff of eligi-
ble cooperatives to improve their understanding
of their responsibilities; the problems of and so-
lutions for effective and efficient operation of
their organizations or of cooperatives in gen-
eral; and may by any means it deems appro-
priate, conduct membership studies, provide
membership education programs, and programs
for informing consumers and the general public
of the advantages of cooperative action. Man-
agement supervision, review, and consultations
shall be available from the Office to any eligible
cooperative.

(Pub. L. 95–351, title II, § 207, Aug. 20, 1978, 92
Stat. 513.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3051 of this title.

§ 3048. Cooperation with Federal agencies offer-
ing programs for consumer cooperatives in
disseminating information

The Office shall work closely with all United
States Government agencies offering programs
for which consumer cooperatives may be eligible
to assure that information concerning all such
programs is made available to eligible coopera-
tives.

(Pub. L. 95–351, title II, § 208, Aug. 20, 1978, 92
Stat. 513.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3051 of this title.

§ 3049. Authorization of appropriations for ad-
ministration; availability of amounts

There are authorized to be appropriated to the
Office $2,000,000 for the fiscal year ending Sep-
tember 30, 1979, and for each of the two succeed-
ing fiscal years, such sums as may be necessary
for the administration of this subchapter. Any
sums so appropriated shall remain available
until expended.

(Pub. L. 95–351, title II, § 209, Aug. 20, 1978, 92
Stat. 513.)

§ 3050. Fees for providing technical assistance
services; waiver; accounting and availability

The Office may make the technical assistance
services under this subchapter available for such
fees as it may establish, except that such serv-
ices as the Office may determine may be made
available without charge to eligible coopera-
tives depending on the nature of the services or
on ability to pay. Any fees collected shall be ac-
counted for separately and be available for ex-
penses of the Office.

(Pub. L. 95–351, title II, § 210, Aug. 20, 1978, 92
Stat. 513.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3051 of this title.

§ 3051. Nonprofit corporation

(a) Office of Self-Help Development and Tech-
nical Assistance abolished; transfer of assets,
etc.

(1) Upon the incorporation of the nonprofit
corporation described in subsection (b) of this

section, the Office of Self-Help Development and
Technical Assistance is hereby abolished.

(2)(A) If the nonprofit corporation described in
subsection (b) of this section agrees to accept
the liabilities of the Office, the Bank, notwith-
standing any other provision of law, shall trans-
fer all assets, liabilities, and property of the Of-
fice to such nonprofit corporation on the day on
which such nonprofit corporation is incor-
porated.

(B) Such assets shall include all sums which
are appropriated to the Office by the Congress
and all sums which are contained in the Account
established pursuant to section 3042 of this title.
If any such sums are appropriated after the date
on which the transfer described in subparagraph
(A) occurs, the Bank shall promptly transfer
such sums to such nonprofit corporation.
(b) Establishment; Board of Directors; functions,

etc.
(1) As soon as possible after August 13, 1981,

the Board shall establish a nonprofit corpora-
tion under the laws of the District of Columbia
and, notwithstanding the laws of the District of
Columbia, name the directors of such nonprofit
corporation.

(2) Notwithstanding the laws of the District of
Columbia, the Board of Directors of such non-
profit corporation shall—

(A) select an executive director who shall be
responsible for the administration of such
nonprofit corporation;

(B) set the compensation of such executive
director and the other employees of such non-
profit corporation;

(C) promulgate and publish the policies of
such nonprofit corporation and make such
policies available at all times to eligible co-
operatives; and

(D) perform the functions specified in sub-
paragraphs (A) and (C) of paragraph (3).

(3) Such nonprofit corporation shall only per-
form—

(A) the functions which are authorized to be
performed pursuant to sections 3043 through
3048 of this title and section 3050 of this title;

(B) such functions as are necessary to com-
ply with the laws under which it was incor-
porated in the District of Columbia; and

(C) such functions as are necessary to re-
main qualified as an organization described in
section 501(c)(3) of title 26.

(4) Notwithstanding any other provision of
law—

(A) the Bank may provide administrative or
staff support to such nonprofit corporation;
and

(B) any member of the Board of Directors of
the Bank may serve as a member of the Board
of Directors of such nonprofit corporation.

(c) Treatment for tax purposes
(1) Notwithstanding any other provision of

law, such nonprofit corporation shall be deemed
to be, and treated as, qualified as an organiza-
tion described in section 501(c)(3) of title 26 from
the date on which such nonprofit corporation is
established under the laws of the District of Co-
lumbia until the date on which the Internal
Revenue Service makes a final determination on
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the application which such nonprofit corpora-
tion will submit to the Internal Revenue Service
seeking status as an organization qualifying
under such section.

(2) When performed by such nonprofit corpora-
tion, the functions described in subsection
(b)(3)(A) of this section shall be deemed to be
performed for ‘‘charitable purposes’’ within the
meaning of section 501(c)(3) of title 26.
(d) Contributions from the Bank

(1) The Board of Directors of the Bank may
make contributions to the nonprofit corporation
in such amounts as the Board of Directors of the
Bank deems appropriate, except that—

(A) such contributions may be made only
out of the Bank’s earnings, determined in ac-
cordance with generally accepted accounting
principles; and

(B) the Bank shall set aside amounts suffi-
cient to satisfy its obligations to the Sec-
retary of the Treasury for payments of prin-
cipal and interest on class A notes and other
debt before making any contributions to such
nonprofit corporation.

(2) During any period in which the nonprofit
corporation described in subsection (b) of this
section is qualified as an organization described
in section 501(c)(3) of title 26, contributions
made by the Bank pursuant to paragraph (1)
shall be treated as charitable contributions
within the meaning of section 170(c)(2) of title
26, and may be deducted notwithstanding the
provisions of section 170(b)(2) of title 26.

(3) During any period in which the nonprofit
corporation described in subsection (b) of this
section is qualified as an organization described
in section 501(c)(3) of title 26, contributions to
such nonprofit corporation by any person shall
qualify as charitable contributions, as defined in
section 170(c) of title 26, for purposes of the
charitable contribution deduction provided for
in section 170(a) of title 26, and shall also qualify
for the deductions for estate and gift tax pur-
poses provided for in sections 2055 and 2522 of
title 26.
(e) Conflict of interest rules

Notwithstanding the laws of the District of
Columbia, the Board of Directors of such non-
profit corporation shall adopt and publish its
own conflict of interest rules which shall be no
less stringent in effect than the conflict of inter-
est provisions adopted by the Board of Directors
of the Bank pursuant to section 3024 of this
title.

(Pub. L. 95–351, title II, § 211, as added Pub. L.
97–35, title III, § 395(a), Aug. 13, 1981, 95 Stat. 437;
amended Pub. L. 99–514, § 2, Oct. 22, 1986, 100
Stat. 2095.)

AMENDMENTS

1986—Subsecs. (b)(3)(C), (c), (d)(2), (3). Pub. L. 99–514
substituted ‘‘Internal Revenue Code of 1986’’ for ‘‘Inter-
nal Revenue Code of 1954’’ wherever appearing, which
for purposes of codification was translated as ‘‘title 26’’
thus requiring no change in text.

CHAPTER 32�FOREIGN BANK
PARTICIPATION IN DOMESTIC MARKETS

Sec.
3101. Definitions.
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3102. Establishment of Federal branches and agen-

cies by foreign bank.
(a) Establishment and operation of Fed-

eral branches and agencies.
(b) Rules and regulations; rights and

privileges; duties and liabilities; ex-
ceptions; coordination of examina-
tions.

(c) Application to establish Federal
branch or agency; matters consid-
ered.

(d) Receipt of deposits and exercising of
fiduciary powers at Federal agency
prohibited.

(e) Maintenance of Federal branch and
Federal agency in same State pro-
hibited.

(f) Conversion of foreign bank branch,
agency or commercial lending com-
pany into Federal branch or agency;
approval of Comptroller.

(g) Deposit requirements; asset require-
ments.

(h) Additional branches or agencies.
(i) Termination of authority to operate

Federal branch or agency.
(j) Receivership over assets of foreign

bank in United States.
3103. Interstate banking by foreign banks.

(a) Interstate branching and agency oper-
ations.

(b) Continuance of lawful interstate
banking operations previously com-
menced.

(c) Determination of home State of for-
eign bank.

(d) Clarification of branching rules in
case of foreign bank with domestic
bank subsidiary.

3104. Insurance of deposits.
(a) Objective.
(b) Deposits of less than $100,000.
(c) Deposits required to be insured under
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(d) Retail deposit-taking by foreign

banks.
3105. Authority of Federal Reserve System.

(a) Bank reserves.
(b) Omitted.
(c) Foreign bank examinations and re-

porting.
(d) Establishment of foreign bank offices

in United States.
(e) Termination of foreign bank offices in
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3106. Nonbanking activities of foreign banks.
(a) Applicability of Bank Holding Com-

pany Acts.
(b) Ownership or control of shares of non-

banking companies for certain pe-
riod.
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after certain period.

(d) Construction of terms.
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3107. Representative offices.

(a) Prior approval to establish represent-
ative offices.

(b) Termination of representative offices.
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1 So in original. The comma probably should follow the
quotation marks.

Sec.
(c) Examinations.
(d) Compliance with State law.

3108. Regulation and enforcement.
(a) Rules, regulations and orders.
(b) Enforcement.
(c) Powers of Federal Reserve Board and

Federal Deposit Insurance Corpora-
tion.

3109. Cooperation with foreign supervisors.
(a) Disclosure of supervisory information

to foreign supervisors.
(b) Requirement of confidentiality.

3110. Penalties.
(a) Civil money penalty.
(b) Notice under this section after sepa-

ration from service.
(c) Penalty for failure to make reports.

3111. Criminal penalty.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 619, 1813, 3902 of
this title; title 15 section 78c; title 31 sections 3121, 9110.

§ 3101. Definitions

For the purposes of this chapter—
(1) ‘‘agency’’ means any office or any place

of business of a foreign bank located in any
State of the United States at which credit bal-
ances are maintained incidental to or arising
out of the exercise of banking powers, checks
are paid, or money is lent but at which depos-
its may not be accepted from citizens or resi-
dents of the United States;

(2) ‘‘Board’’ means the Board of Governors of
the Federal Reserve System;

(3) ‘‘branch’’ means any office or any place
of business of a foreign bank located in any
State of the United States at which deposits
are received;

(4) ‘‘Comptroller’’ means the Comptroller of
the Currency;

(5) ‘‘Federal agency’’ means an agency of a
foreign bank established and operating under
section 3102 of this title;

(6) ‘‘Federal branch’’ means a branch of a
foreign bank established and operating under
section 3102 of this title;

(7) ‘‘foreign bank’’ means any company orga-
nized under the laws of a foreign country, a
territory of the United States, Puerto Rico,
Guam, American Samoa, or the Virgin Islands,
which engages in the business of banking, or
any subsidiary or affiliate, organized under
such laws, of any such company. For the pur-
poses of this chapter the term ‘‘foreign bank’’
includes, without limitation, foreign commer-
cial banks, foreign merchant banks and other
foreign institutions that engage in banking
activities usual in connection with the busi-
ness of banking in the countries where such
foreign institutions are organized or operat-
ing;

(8) ‘‘foreign country’’ means any country
other than the United States, and includes any
colony, dependency, or possession of any such
country;

(9) ‘‘commercial lending company’’ means
any institution, other than a bank or an orga-
nization operating under section 25 of the Fed-
eral Reserve Act [12 U.S.C. 601 et seq.], orga-
nized under the laws of any State of the
United States, or the District of Columbia

which maintains credit balances incidental to
or arising out of the exercise of banking pow-
ers and engages in the business of making
commercial loans;

(10) ‘‘State’’ means any State of the United
States or the District of Columbia;

(11) ‘‘State agency’’ means an agency of a
foreign bank established and operating under
the laws of any State;

(12) ‘‘State branch’’ means a branch of a for-
eign bank established and operating under the
laws of any State;

(13) the terms ‘‘affiliate,’’ 1 ‘‘bank’’, ‘‘bank
holding company’’, ‘‘company’’, ‘‘control’’, and
‘‘subsidiary’’ have the same meanings assigned
to those terms in the Bank Holding Company
Act of 1956 [12 U.S.C. 1841 et seq.], and the
terms ‘‘controlled’’ and ‘‘controlling’’ shall be
construed consistently with the term ‘‘con-
trol’’ as defined in section 2 of the Bank Hold-
ing Company Act of 1956 [12 U.S.C. 1841];

(14) ‘‘consolidated’’ means consolidated in
accordance with generally accepted account-
ing principles in the United States consist-
ently applied;

(15) the term ‘‘representative office’’ means
any office of a foreign bank which is located in
any State and is not a Federal branch, Federal
agency, State branch, or State agency;

(16) the term ‘‘office’’ means any branch,
agency, or representative office; and

(17) the term ‘‘State bank supervisor’’ has
the meaning given to such term in section 1813
of this title.

(Pub. L. 95–369, § 1(b), Sept. 17, 1978, 92 Stat. 607;
Pub. L. 102–242, title II, § 202(e), Dec. 19, 1991, 105
Stat. 2290; Pub. L. 106–102, title I, § 142(a), Nov.
12, 1999, 113 Stat. 1384.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this Act’’, meaning Pub. L. 95–369, Sept. 17, 1978, 92
Stat. 607, known as the International Banking Act of
1978, which enacted this chapter and sections 347d and
611a of this title, amended sections 72, 378, 614, 615, 618,
619, 1813, 1815, 1817, 1818, 1820 to 1823, 1828, 1829b, 1831b,
and 1841 of this title, and enacted provisions set out as
notes under sections 36, 247, 601, 611a, and 3101 of this
title. For complete classification of this Act to the
Code, see Short Title note set out below and Tables.

The Bank Holding Company Act of 1956, referred to in
par. (13), is act May 9, 1956, ch. 240, 70 Stat. 133, as
amended, which is classified principally to chapter 17
(§ 1841 et seq.) of this title. For complete classification
of this Act to the Code, see Short Title note set out
under section 1841 of this title and Tables.

AMENDMENTS

1999—Par. (15). Pub. L. 106–102 substituted ‘‘or State
agency;’’ for ‘‘State agency, or subsidiary of a foreign
bank;’’.

1991—Par. (13). Pub. L. 102–242, § 202(e)(1), inserted ref-
erence to affiliate after first reference to ‘‘the terms’’.

Pars. (15) to (17). Pub. L. 102–242, § 202(e)(2), added
pars. (15) to (17).

EFFECTIVE DATE OF 1999 AMENDMENT

Amendment by Pub. L. 106–102 effective 120 days after
Nov. 12, 1999, see section 161 of Pub. L. 106–102, set out
as a note under section 24 of this title.
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SHORT TITLE OF 1991 AMENDMENT

Section 201 of Pub. L. 102–242 provided that: ‘‘This
subtitle [subtitle A (§§ 201–215) of title II of Pub. L.
102–242, enacting sections 3109 to 3111 of this title,
amending this section and sections 1467a, 1817, 1820,
1842, 2803, 2804, 3102, 3104 to 3108, and 4009 of this title
and sections 44, 57a, 1607, 1681s, 1691c, 1692l, and 1693o of
Title 15, Commerce and Trade, and enacting provisions
set out as a note under section 3102 of this title] may
be cited as the ‘Foreign Bank Supervision Enhance-
ment Act of 1991’.’’

SHORT TITLE

Section 1(a) of Pub. L. 95–369 provided that: ‘‘This Act
[enacting this chapter and sections 347d and 611a of this
title, amending sections 72, 378, 614, 615, 618, 619, 1813,
1815, 1817, 1818, 1820 to 1823, 1828, 1829b, 1831b and 1841 of
this title, and enacting provisions set out as notes
under sections 36, 247, 601, and 611a of this title] may be
cited as the ‘International Banking Act of 1978’.’’

FOREIGN CONTROL OF UNITED STATES FINANCIAL
INSTITUTIONS

Pub. L. 96–221, title IX, §§ 901, 902, Mar. 31, 1980, 94
Stat. 192, 193, provided that:

‘‘SEC. 901. For purposes of this title enacting this pro-
vision—

‘‘(1) the term ‘domestic financial institution’ means
any bank, mutual savings bank, or savings and loan
association organized under the laws of any State or
of the United States;

‘‘(2) the term ‘foreign person’ means any foreign or-
ganization or any individual resident in a foreign
country or any organization or individual owned or
controlled by such an organization or individual; and

‘‘(3) the term ‘takeover’ means any acquisition of
the stock or assets of any domestic financial institu-
tion if, after such acquisition, the amount of stock or
assets held is 5 per centum or more of the institu-
tion’s stock or assets.
‘‘SEC. 902. The Board of Governors of the Federal Re-

serve System, the Comptroller of the Currency, the
Board of Directors of the Federal Deposit Insurance
Corporation, and the Federal Home Loan Bank Board
may not approve any application relating to the take-
over of any domestic financial institution by a foreign
person until July 1, 1980, unless—

‘‘(1) such takeover is necessary to prevent the
bankruptcy or insolvency of the domestic financial
institution involved;

‘‘(2) the application was initially submitted for fil-
ing on or before March 5, 1980;

‘‘(3) the domestic financial institution has deposits
of less than $100,000,000;

‘‘(4) the application relates to a takeover of shares
or assets pursuant to a foreign person’s intrafirm re-
organization of its interests in a domestic financial
institution, including specifically any application to
establish a bank holding company pursuant to such
reorganization;

‘‘(5) the application relates to a takeover of the as-
sets or shares of a domestic financial institution if
such assets or shares are owned or controlled by a
foreign person; or

‘‘(6) the application relates to the takeover of a do-
mestic financial institution which is a subsidiary of
a bank holding company under an order to divest by
December 31, 1980.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 347d, 1813, 1817,
1828, 1843, 2804, 4009, 4402 of this title; title 7 sections 1a,
27; title 15 sections 57a, 78c, 78q, 80a–2, 1607, 1681s, 1691c,
1692l, 1693o, 6805; title 18 sections 20, 212, 213, 648, 655,
984, 1004, 1014, 1030, 1906, 1956, 2113; title 31 section 5313.

§ 3102. Establishment of Federal branches and
agencies by foreign bank

(a) Establishment and operation of Federal
branches and agencies

(1) Initial Federal branch or agency
Except as provided in section 3103 of this

title, a foreign bank which engages directly in
a banking business outside the United States
may, with the approval of the Comptroller, es-
tablish one or more Federal branches or agen-
cies in any State in which (1) it is not operat-
ing a branch or agency pursuant to State law
and (2) the establishment of a branch or agen-
cy, as the case may be, by a foreign bank is
not prohibited by State law.

(2) Board conditions required to be included
In considering any application for approval

under this subsection, the Comptroller of the
Currency shall include any condition imposed
by the Board under section 3105(d)(5) of this
title as a condition for the approval of such
application by the agency.

(b) Rules and regulations; rights and privileges;
duties and liabilities; exceptions; coordina-
tion of examinations

In establishing and operating a Federal branch
or agency, a foreign bank shall be subject to
such rules, regulations, and orders as the Comp-
troller considers appropriate to carry out this
section, which shall include provisions for serv-
ice of process and maintenance of branch and
agency accounts separate from those of the par-
ent bank. Except as otherwise specifically pro-
vided in this chapter or in rules, regulations, or
orders adopted by the Comptroller under this
section, operations of a foreign bank at a Fed-
eral branch or agency shall be conducted with
the same rights and privileges as a national
bank at the same location and shall be subject
to all the same duties, restrictions, penalties, li-
abilities, conditions, and limitations that would
apply under the National Bank Act to a national
bank doing business at the same location, ex-
cept that (1) any limitation or restriction based
on the capital stock and surplus of a national
bank shall be deemed to refer, as applied to a
Federal branch or agency, to the dollar equiva-
lent of the capital stock and surplus of the for-
eign bank, and if the foreign bank has more than
one Federal branch or agency the business
transacted by all such branches and agencies
shall be aggregated in determining compliance
with the limitation; (2) a Federal branch or
agency shall not be required to become a mem-
ber bank, as that term is defined in section 221
of this title; and (3) a Federal agency shall not
be required to become an insured bank as that
term is defined in section 1813(h) of this title.
The Comptroller of the Currency shall coordi-
nate examinations of Federal branches and
agencies of foreign banks with examinations
conducted by the Board under section 3105(c)(1)
of this title and, to the extent possible, shall
participate in any simultaneous examinations of
the United States operations of a foreign bank
requested by the Board under such section.
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(c) Application to establish Federal branch or
agency; matters considered

In acting on any application to establish a
Federal branch or agency, the Comptroller shall
take into account the effects of the proposal on
competition in the domestic and foreign com-
merce of the United States, the financial and
managerial resources and future prospects of the
applicant foreign bank and the branch or agen-
cy, and the convenience and needs of the com-
munity to be served.
(d) Receipt of deposits and exercising of fidu-

ciary powers at Federal agency prohibited
Notwithstanding any other provision of this

section, a foreign bank shall not receive deposits
or exercise fiduciary powers at any Federal
agency. A foreign bank may, however, maintain
at a Federal agency for the account of others
credit balances incidental to, or arising out of,
the exercise of its lawful powers.
(e) Maintenance of Federal branch and Federal

agency in same State prohibited
No foreign bank may maintain both a Federal

branch and a Federal agency in the same State.
(f) Conversion of foreign bank branch, agency or

commercial lending company into Federal
branch or agency; approval of Comptroller

Any branch or agency operated by a foreign
bank in a State pursuant to State law and any
commercial lending company controlled by a
foreign bank may be converted into a Federal
branch or agency with the approval of the
Comptroller. In the event of any conversion pur-
suant to this subsection, all of the liabilities of
such foreign bank previously payable at the
State branch or agency, or all of the liabilities
of the commercial lending company, shall there-
after be payable by such foreign bank at the
branch or agency established under this sub-
section.
(g) Deposit requirements; asset requirements

(1) Upon the opening of a Federal branch or
agency in any State and thereafter, a foreign
bank, in addition to any deposit requirements
imposed under section 3104 of this title, shall
keep on deposit, in accordance with such rules
and regulations as the Comptroller may pre-
scribe, with a member bank designated by such
foreign bank, dollar deposits or investment se-
curities of the type that may be held by na-
tional banks for their own accounts pursuant to
paragraph ‘‘Seventh’’ of section 24 of this title,
in an amount as hereinafter set forth. Such de-
pository bank shall be located in the State
where such branch or agency is located and shall
be approved by the Comptroller if it is a na-
tional bank and by the Board of Governors of
the Federal Reserve System if it is a State
Bank.

(2) The aggregate amount of deposited invest-
ment securities (calculated on the basis of prin-
cipal amount or market value, whichever is
lower) and dollar deposits for each branch or
agency established and operating under this sec-
tion shall be not less than the greater of (1) that
amount of capital (but not surplus) which would
be required of a national bank being organized
at this location, or (2) 5 per centum of the total

liabilities of such branch or agency, including
acceptances, but excluding (A) accrued expenses,
and (B) amounts due and other liabilities to of-
fices, branches, agencies, and subsidiaries of
such foreign bank. The Comptroller may require
that the assets deposited pursuant to this sub-
section shall be maintained in such amounts as
he may from time to time deem necessary or de-
sirable, for the maintenance of a sound financial
condition, the protection of depositors, and the
public interest, but such additional amount
shall in no event be greater than would be re-
quired to conform to generally accepted banking
practices as manifested by banks in the area in
which the branch or agency is located.

(3) The deposit shall be maintained with any
such member bank pursuant to a deposit agree-
ment in such form and containing such limita-
tions and conditions as the Comptroller may
prescribe. So long as it continues business in the
ordinary course such foreign bank shall, how-
ever, be permitted to collect income on the secu-
rities and funds so deposited and from time to
time examine and exchange such securities.

(4) Subject to such conditions and require-
ments as may be prescribed by the Comptroller,
each foreign bank shall hold in each State in
which it has a Federal branch or agency, assets
of such types and in such amount as the Comp-
troller may prescribe by general or specific reg-
ulation or ruling as necessary or desirable for
the maintenance of a sound financial condition,
the protection of depositors, creditors and the
public interest. In determining compliance with
any such prescribed asset requirements, the
Comptroller shall give credit to (A) assets re-
quired to be maintained pursuant to paragraphs
(1) and (2) of this subsection, (B) reserves re-
quired to be maintained pursuant to section
3105(a) of this title, and (C) assets pledged, and
surety bonds payable, to the Federal Deposit In-
surance Corporation to secure the payment of
domestic deposits. The Comptroller may pre-
scribe different asset requirements for branches
or agencies in different States, in order to en-
sure competitive equality of Federal branches
and agencies with State branches and agencies
and domestic banks in those States.

(h) Additional branches or agencies

(1) Approval of agency required
A foreign bank with a Federal branch or

agency operating in any State may (A) with
the prior approval of the Comptroller establish
and operate additional branches or agencies in
the State in which such branch or agency is
located on the same terms and conditions and
subject to the same limitations and restric-
tions as are applicable to the establishment of
branches by a national bank if the principal
office of such national bank were located at
the same place as the initial branch or agency
in such State of such foreign bank and (B)
change the designation of its initial branch or
agency to any other branch or agency subject
to the same limitations and restrictions as are
applicable to a change in the designation of
the principal office of a national bank if such
principal office were located at the same place
as such initial branch or agency.
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(2) Notice to and comment by Board
The Comptroller of the Currency shall pro-

vide the Board with notice and an opportunity
for comment on any application to establish
an additional Federal branch or Federal agen-
cy under this subsection.

(i) Termination of authority to operate Federal
branch or agency

Authority to operate a Federal branch or
agency shall terminate when the parent foreign
bank voluntarily relinquishes it or when such
parent foreign bank is dissolved or its authority
or existence is otherwise terminated or canceled
in the country of its organization. If (1) at any
time the Comptroller is of the opinion or has
reasonable cause to believe that such foreign
bank has violated or failed to comply with any
of the provisions of this section or any of the
rules, regulations, or orders of the Comptroller
made pursuant to this section, or (2) a conserva-
tor is appointed for such foreign bank or a simi-
lar proceeding is initiated in the foreign bank’s
country of organization, the Comptroller shall
have the power, after opportunity for hearing, to
revoke the foreign bank’s authority to operate a
Federal branch or agency. The Comptroller may,
in his discretion, deny such opportunity for
hearing if he determines such denial to be in the
public interest. The Comptroller may restore
any such authority upon due proof of compli-
ance with the provisions of this section and the
rules, regulations, or orders of the Comptroller
made pursuant to this section.

(j) Receivership over assets of foreign bank in
United States

(1) Whenever the Comptroller revokes a for-
eign bank’s authority to operate a Federal
branch or agency or whenever any creditor of
any such foreign bank shall have obtained a
judgment against it arising out of a transaction
with a Federal branch or agency in any court of
record of the United States or any State of the
United States and made application, accom-
panied by a certificate from the clerk of the
court stating that such judgment has been ren-
dered and has remained unpaid for the space of
thirty days, or whenever the Comptroller shall
become satisfied that such foreign bank is insol-
vent, he may, after due consideration of its af-
fairs, in any such case, appoint a receiver who
shall take possession of all the property and as-
sets of such foreign bank in the United States
and exercise the same rights, privileges, powers,
and authority with respect thereto as are now
exercised by receivers of national banks ap-
pointed by the Comptroller.

(2) In any receivership proceeding ordered pur-
suant to this subsection (j), whenever there has
been paid to each and every depositor and credi-
tor of such foreign bank whose claim or claims
shall have been proved or allowed, the full
amount of such claims arising out of trans-
actions had by them with any branch or agency
of such foreign bank located in any State of the
United States, except (A) claims that would not
represent an enforceable legal obligation
against such branch or agency if such branch or
agency were a separate legal entity, and (B)
amounts due and other liabilities to other of-

fices or branches or agencies of, and wholly
owned (except for a nominal number of direc-
tors’ shares) subsidiaries of, such foreign bank,
and all expenses of the receivership, the Comp-
troller or the Federal Deposit Insurance Cor-
poration, where that Corporation has been ap-
pointed receiver of the foreign bank, shall turn
over the remainder, if any, of the assets and pro-
ceeds of such foreign bank to the head office of
such foreign bank, or to the duly appointed
domiciliary liquidator or receiver of such for-
eign bank.

(Pub. L. 95–369, § 4, Sept. 17, 1978, 92 Stat. 610;
Pub. L. 102–242, title II, §§ 202(b), (c), 203(b), Dec.
19, 1991, 105 Stat. 2290, 2291; Pub. L. 106–569, title
XII, § 1234, Dec. 27, 2000, 114 Stat. 3037.)

REFERENCES IN TEXT

For definition of ‘‘this chapter’’, referred to in sub-
sec. (b), see References in Text note set out under sec-
tion 3101 of this title.

The National Bank Act, referred to in subsec. (b), is
act June 3, 1864, ch. 106, 13 Stat. 99, as amended, which
is classified principally to chapter 2 (§ 21 et seq.) of this
title. For complete classification of this Act to the
Code, see References in Text note set out under section
38 of this title.

Section 3104 of this title, referred to in subsec. (g)(1),
was in the original a reference to section 6 of Pub. L.
95–369, which enacted section 3104 of this title and
amended sections 1813, 1815, 1817, 1818, 1820 to 1823, 1828,
1829b, and 1831b of this title.

AMENDMENTS

2000—Subsec. (b). Pub. L. 106–569 redesignated cls. (2)
to (4) as (1) to (3), respectively, and struck out former
cl. (1) which read as follows: ‘‘the requirements of sec-
tion 481 of this title shall be met with respect to a Fed-
eral branch or agency if it is examined at least once in
each calendar year;’’.

1991—Subsec. (a). Pub. L. 102–242, § 202(b), inserted
heading, designated existing provisions as par. (1) and
inserted heading, and added par. (2).

Subsec. (b). Pub. L. 102–242, § 203(b), inserted at end:
‘‘The Comptroller of the Currency shall coordinate ex-
aminations of Federal branches and agencies of foreign
banks with examinations conducted by the Board under
section 3105(c)(1) of this title and, to the extent pos-
sible, shall participate in any simultaneous examina-
tions of the United States operations of a foreign bank
requested by the Board under such section.’’

Subsec. (h). Pub. L. 102–242, § 202(c), amended heading,
designated existing provisions as par. (1), inserted par.
(1) heading, redesignated former pars. (1) and (2) as sub-
pars. (A) and (B), respectively, and added par. (2).

STUDY AND REPORT ON SUBSIDIARY REQUIREMENTS FOR
FOREIGN BANKS

Section 215 of Pub. L. 102–242, as amended by Pub. L.
102–550, title XVI, § 1604(a)(14), Oct. 28, 1992, 106 Stat.
4083, directed Secretary of the Treasury, jointly with
Board of Governors of the Federal Reserve System and
in consultation with Comptroller of the Currency, Fed-
eral Deposit Insurance Corporation, and Attorney Gen-
eral, to conduct a study of whether foreign banks
should be required to conduct banking operations in
United States through subsidiaries rather than
branches and, not later than 1 year after Dec. 19, 1991,
to transmit to Congress a report on the results of the
study.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3101, 3105 of this
title.
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§ 3103. Interstate banking by foreign banks

(a) Interstate branching and agency operations
(1) Federal branch or agency

Subject to the provisions of this chapter and
with the prior written approval by the Board
and the Comptroller of the Currency of an ap-
plication, a foreign bank may establish and
operate a Federal branch or agency in any
State outside the home State of such foreign
bank to the extent that the establishment and
operation of such branch would be permitted
under section 36(g) of this title or section 1831u
of this title if the foreign bank were a national
bank whose home State is the same State as
the home State of the foreign bank.
(2) State branch or agency

Subject to the provisions of this chapter and
with the prior written approval by the Board
and the appropriate State bank supervisor of
an application, a foreign bank may establish
and operate a State branch or agency in any
State outside the home State of such foreign
bank to the extent that such establishment
and operation would be permitted under sec-
tion 1828(d)(4) or 1831u of this title if the for-
eign bank were a State bank whose home
State is the same State as the home State of
the foreign bank.
(3) Criteria for determination

In approving an application under paragraph
(1) or (2), the Board and (in the case of an ap-
plication under paragraph (1)) the Comptroller
of the Currency—

(A) shall apply the standards applicable to
the establishment of a foreign bank office in
the United States under section 3105(d) of
this title;

(B) may not approve an application unless
the Board and (in the case of an application
under paragraph (1)) the Comptroller of the
Currency—

(i) determine that the foreign bank’s fi-
nancial resources, including the capital
level of the bank, are equivalent to those
required for a domestic bank to be ap-
proved for branching under section 36 of
this title and section 1831u of this title;
and

(ii) consult with the Secretary of the
Treasury regarding capital equivalency;
and

(C) shall apply the same requirements and
conditions to which an application for an
interstate merger transaction is subject
under paragraphs (1), (3), and (4) of section
1831u(b) of this title.

(4) Operation
Subsections (c) and (d)(2) of section 1831u of

this title shall apply with respect to each
branch and agency of a foreign bank which is
established and operated pursuant to an appli-
cation approved under this subsection in the
same manner and to the same extent such pro-
visions of such section apply to a domestic
branch of a national or State bank (as such
terms are defined in section 1813 of this title)
which resulted from a merger transaction
under such section 1831u of this title.

(5) Exclusive authority for additional branches

Except as provided in this section, a foreign
bank may not, directly or indirectly, acquire,
establish, or operate a branch or agency in any
State other than the home State of such bank.

(6) Requirement for a separate subsidiary

If the Board or the Comptroller of the Cur-
rency, taking into account differing regu-
latory or accounting standards, finds that ad-
herence by a foreign bank to capital require-
ments equivalent to those imposed under sec-
tion 36 of this title and section 1831u of this
title could be verified only if the banking ac-
tivities of such bank in the United States are
carried out in a domestic banking subsidiary
within the United States, the Board and (in
the case of an application under paragraph (1))
the Comptroller of the Currency may approve
an application under paragraph (1) or (2) sub-
ject to a requirement that the foreign bank or
company controlling the foreign bank estab-
lish a domestic banking subsidiary in the
United States.

(7) Additional authority for interstate branches
and agencies of foreign banks, upgrades of
certain foreign bank agencies and
branches

Notwithstanding paragraphs (1) and (2), a
foreign bank may—

(A) with the approval of the Board and the
Comptroller of the Currency, establish and
operate a Federal branch or Federal agency
or, with the approval of the Board and the
appropriate State bank supervisor, a State
branch or State agency in any State outside
the foreign bank’s home State if—

(i) the establishment and operation of
such branch or agency is permitted by the
State in which the branch or agency is to
be established; and

(ii) in the case of a Federal or State
branch, the branch receives only such de-
posits as would be permitted for a corpora-
tion organized under section 25A of the
Federal Reserve Act [12 U.S.C. 611 et seq.];
or

(B) with the approval of the Board and the
relevant licensing authority (the Comptrol-
ler in the case of a Federal branch or the ap-
propriate State supervisor in the case of a
State branch), upgrade an agency, or a
branch of the type referred to in subpara-
graph (A)(ii), located in a State outside the
foreign bank’s home State, into a Federal or
State branch if—

(i) the establishment and operation of
such branch is permitted by such State;
and

(ii) such agency or branch—
(I) was in operation in such State on

the day before September 29, 1994; or
(II) has been in operation in such State

for a period of time that meets the
State’s minimum age requirement per-
mitted under section 1831u(a)(5) of this
title.
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(8) Continuing requirement for meeting com-
munity credit needs after initial interstate
entry by acquisition

(A) In general
If a foreign bank acquires a bank or a

branch of a bank, in a State in which the
foreign bank does not maintain a branch,
and such acquired bank is, or is part of, a
regulated financial institution (as defined in
section 803 of the Community Reinvestment
Act of 1977 [12 U.S.C. 2902]), the Community
Reinvestment Act of 1977 [12 U.S.C. 2901 et
seq.] shall continue to apply to each branch
of the foreign bank which results from the
acquisition as if such branch were a regu-
lated financial institution.
(B) Exception for branch that receives only

deposits permissible for an Edge Act cor-
poration

Paragraph (1) shall not apply to any
branch that receives only such deposits as
are permissible for a corporation organized
under section 25A of the Federal Reserve Act
[12 U.S.C. 611 et seq.] to receive.

(9) Home State of domestic bank defined
For purposes of this subsection, the term

‘‘home State’’ means—
(A) with respect to a national bank, the

State in which the main office of the bank is
located; and

(B) with respect to a State bank, the State
by which the bank is chartered.

(b) Continuance of lawful interstate banking op-
erations previously commenced

Unless its authority to do so is lawfully re-
voked otherwise than pursuant to this section, a
foreign bank, notwithstanding any restriction or
limitation imposed under subsection (a) of this
section, may establish and operate, outside its
home State, any State branch, State agency, or
bank or commercial lending company subsidiary
which commenced lawful operation or for which
an application to commence business had been
lawfully filed with the appropriate State or Fed-
eral authority, as the case may be, on or before
July 27, 1978. Notwithstanding subsection (a) of
this section, a foreign bank may continue to op-
erate, after September 29, 1994, any Federal
branch, State branch, Federal agency, State
agency, or commercial lending company subsidi-
ary which such bank was operating on the day
before September 29, 1994, to the extent the
branch, agency, or subsidiary continues, after
September 29, 1994, to engage in operations
which were lawful under the laws in effect on
the day before September 29, 1994.
(c) Determination of home State of foreign bank

For the purposes of this section—
(1) in the case of a foreign bank that has any

branch, agency, subsidiary commercial lend-
ing company, or subsidiary bank in more than
1 State, the home State of the foreign bank is
the 1 State of such States which is selected to
be the home State by the foreign bank or, in
default of any such selection, by the Board;
and

(2) in the case of a foreign bank that does
not have a branch, agency, subsidiary com-

mercial lending company, or subsidiary bank
in more than 1 State, the home State of the
foreign bank is the State in which the foreign
bank has a branch, agency, subsidiary com-
mercial lending company, or subsidiary bank.

(d) Clarification of branching rules in case of
foreign bank with domestic bank subsidiary

In the case of a foreign bank that has a domes-
tic bank subsidiary within the United States—

(1) the fact that such bank controls a domes-
tic bank shall not affect the authority of the
foreign bank to establish Federal and State
branches or agencies to the extent permitted
under subsection (a) of this section; and

(2) the fact that the domestic bank is con-
trolled by a foreign bank which has Federal or
State branches or agencies in States other
than the home State of such domestic bank
shall not affect the authority of the domestic
bank to establish branches outside the home
State of the domestic bank to the extent per-
mitted under section 36(g) of this title or sec-
tion 1828(d)(4) or 1831u of this title, as the case
may be.

(Pub. L. 95–369, § 5, Sept. 17, 1978, 92 Stat. 613;
Pub. L. 103–328, title I, §§ 104, 107(f), Sept. 29, 1994,
108 Stat. 2354, 2361; Pub. L. 106–102, title VII,
§ 732, Nov. 12, 1999, 113 Stat. 1478.)

REFERENCES IN TEXT

For definition of ‘‘this chapter’’, referred to in sub-
sec. (a)(1), (2), see References in Text note set out under
section 3101 of this title.

The Community Reinvestment Act of 1977, referred to
in subsec. (a)(8)(A), is title VIII of Pub. L. 95–128, Oct.
12, 1977, 91 Stat. 1147, as amended, which is classified
generally to chapter 30 (§ 2901 et seq.) of this title. For
complete classification of this Act to the Code, see
Short Title note set out under section 2901 of this title
and Tables.

Section 25A of the Federal Reserve Act, referred to in
subsec. (a)(7)(A)(ii), (8)(B), popularly known as the Edge
Act, is classified to subchapter II (§ 611 et seq.) of chap-
ter 6 of this title. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 611 of this title and Tables.

AMENDMENTS

1999—Subsec. (a)(7). Pub. L. 106–102 amended heading
and text of par. (7) generally. Prior to amendment, text
read as follows: ‘‘Notwithstanding paragraphs (1) and
(2), a foreign bank may, with the approval of the Board
and the Comptroller of the Currency, establish and op-
erate a Federal branch or Federal agency or, with the
approval of the Board and the appropriate State bank
supervisor, a State branch or State agency in any State
outside the foreign bank’s home State if—

‘‘(A) the establishment and operation of a branch or
agency is expressly permitted by the State in which the
branch or agency is to be established; and

‘‘(B) in the case of a Federal or State branch, the
branch receives only such deposits as would be permis-
sible for a corporation organized under section 25A of
the Federal Reserve Act.’’

1994—Subsec. (a). Pub. L. 103–328, §§ 104(a), 107(f), in-
serted heading and substituted provisions consisting of
pars. (1) to (9) for former provisions relating to limita-
tions on interstate banking by foreign banks.

Subsec. (b). Pub. L. 103–328, § 104(b), inserted at end
‘‘Notwithstanding subsection (a) of this section, a for-
eign bank may continue to operate, after September 29,
1994, any Federal branch, State branch, Federal agency,
State agency, or commercial lending company subsidi-
ary which such bank was operating on the day before
September 29, 1994, to the extent the branch, agency, or
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subsidiary continues, after September 29, 1994, to en-
gage in operations which were lawful under the laws in
effect on the day before September 29, 1994.’’

Subsec. (c). Pub. L. 103–328, § 104(d), amended subsec.
(c) generally. Prior to amendment, subsec. (c) read as
follows: ‘‘For the purposes of this section, the home
State of a foreign bank that has branches, agencies,
subsidiary commercial lending companies, or subsidi-
ary banks, or any combination thereof, in more than
one State, is whichever of such States is so determined
by election of the foreign bank, or, in default of such
election, by the Board.’’

Subsec. (d). Pub. L. 103–328, § 104(c), added subsec. (d).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3102 of this title.

§ 3104. Insurance of deposits

(a) Objective
In implementing this section, the Comptroller

and the Federal Deposit Insurance Corporation
shall each, by affording equal competitive op-
portunities to foreign and United States bank-
ing organizations in their United States oper-
ations, ensure that foreign banking organiza-
tions do not receive an unfair competitive ad-
vantage over United States banking organiza-
tions.
(b) Deposits of less than $100,000

No foreign bank may establish or operate a
Federal branch which receives deposits of less
than $100,000 unless the branch is an insured
branch as defined in section 3(s) of the Federal
Deposit Insurance Act [12 U.S.C. 1813(s)], or un-
less the Comptroller determines by order or reg-
ulation that the branch is not engaged in domes-
tic retail deposit activities requiring deposit in-
surance protection, taking account of the size
and nature of depositors and deposit accounts.
(c) Deposits required to be insured under State

law
(1) After September 17, 1978, no foreign bank

may establish a branch, and after one year fol-
lowing such date no foreign bank may operate a
branch, in any State in which the deposits of a
bank organized and existing under the laws of
that State would be required to be insured, un-
less the branch is an insured branch as defined
in section 3(s) of the Federal Deposit Insurance
Act [12 U.S.C. 1813(s)], or unless the branch will
not thereafter accept deposits of less than
$100,000, or unless the Federal Deposit Insurance
Corporation determines by order or regulation
that the branch is not engaged in domestic re-
tail deposit activities requiring deposit insur-
ance protection, taking account of the size and
nature of depositors and deposit accounts.

(2) Notwithstanding the previous paragraph, a
branch of a foreign bank in operation on Sep-
tember 17, 1978, which has applied for Federal
deposit insurance pursuant to section 5 of the
Federal Deposit Insurance Act [12 U.S.C. 1815] by
September 17, 1979, and has not had such appli-
cation denied, may continue to accept domestic
retail deposits until January 31, 1980.
(d) Retail deposit-taking by foreign banks

(1) In general
After December 19, 1991, notwithstanding

any other provision of this chapter or any pro-
vision of the Federal Deposit Insurance Act [12

U.S.C. 1811 et seq.], in order to accept or main-
tain domestic retail deposit accounts having
balances of less than $100,000, and requiring de-
posit insurance protection, a foreign bank
shall—

(A) establish 1 or more banking subsidies
in the United States for that purpose; and

(B) obtain Federal deposit insurance for
any such subsidiary in accordance with the
Federal Deposit Insurance Act.

(2) Exception
Domestic retail deposit accounts with bal-

ances of less than $100,000 that require deposit
insurance protection may be accepted or
maintained in a branch of a foreign bank only
if such branch was an insured branch on De-
cember 19, 1991.
(3) Insured banks in U.S. territories

For purposes of this subsection, the term
‘‘foreign bank’’ does not include any bank or-
ganized under the laws of any territory of the
United States, Puerto Rico, Guam, American
Samoa, or the Virgin Islands the deposits of
which are insured by the Federal Deposit In-
surance Corporation pursuant to the Federal
Deposit Insurance Act [12 U.S.C. 1811 et seq.].

(Pub. L. 95–369, § 6, Sept. 17, 1978, 92 Stat. 614;
Pub. L. 96–64, Sept. 14, 1979, 93 Stat. 412; Pub. L.
102–242, title II, § 214(a), Dec. 19, 1991, 105 Stat.
2303; Pub. L. 102–550, title XVI, § 1604(a)(10), (11),
Oct. 28, 1992, 106 Stat. 4082, 4083; Pub. L. 102–558,
title III, §§ 302(a), 305, Oct. 28, 1992, 106 Stat. 4224,
4226; Pub. L. 103–328, title I, § 107(a), (d), Sept. 29,
1994, 108 Stat. 2358, 2360.)

REFERENCES IN TEXT

For definition of ‘‘this chapter’’, referred to in sub-
sec. (d)(1), see References in Text note set out under
section 3101 of this title.

The Federal Deposit Insurance Act, referred to in
subsec. (d)(1), (3), is act Sept. 21, 1950, ch. 967, § 2, 64
Stat. 873, as amended, which is classified generally to
chapter 16 (§ 1811 et seq.) of this title. For complete
classification of this Act to the Code, see Short Title
note set out under section 1811 of this title and Tables.

AMENDMENTS

1994—Subsecs. (a) to (d). Pub. L. 103–328, § 107(a), added
subsec. (a) and redesignated former subsecs. (a) to (c) as
(b) to (d), respectively.

Subsec. (d)(3). Pub. L. 103–328, § 107(d), added par. (3).
1992—Subsec. (c). Pub. L. 102–550, § 1604(a)(10), struck

out the subsec. (c) which was in effect before the sub-
sec. (c) added by Pub. L. 102–242, § 214(a)(3), and which
amended various other sections of this title.

Subsec. (c)(1). Pub. L. 102–558, § 302(a)(1), inserted ‘‘do-
mestic retail’’ before ‘‘deposit accounts’’ and ‘‘and re-
quiring deposit insurance protection,’’ after ‘‘$100,000,’’
in introductory provisions. Pub. L. 102–550,
§ 1604(a)(11)(A), which made an identical amendment,
was repealed, effective Oct. 28, 1992, by Pub. L. 102–558,
§ 305, set out as a Repeal of Duplicative Provisions note
under section 1815 of this title.

Subsec. (c)(2). Pub. L. 102–558, § 302(a)(2), substituted
‘‘Domestic retail deposit’’ for ‘‘Deposit’’ and inserted
‘‘that require deposit insurance protection’’ after
‘‘$100,000’’. Pub. L. 102–550, § 1604(a)(11)(B), which made
an identical amendment, was repealed, effective Oct.
28, 1992, by Pub. L. 102–558, § 305, set out as a Repeal of
Duplicative Provisions note under section 1815 of this
title.

1991—Subsec. (b). Pub. L. 102–242, § 214(a)(1), (2), redes-
ignated subsec. (b) as (b)(1) and designated last undesig-
nated par. as par. (2).
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1 See References in Text note below.

Subsec. (c). Pub. L. 102–242, § 214(a)(3), added subsec.
(c).

1979—Subsec. (b). Pub. L. 96–64 inserted second par.
which extended time for foreign banks to obtain re-
quired deposit insurance with respect to domestic ex-
isting branches.

EFFECTIVE DATE OF 1992 AMENDMENTS

Section 302(b) of Pub. L. 102–558 provided that: ‘‘This
section, and the amendments made by this section
[amending this section], shall have the same effective
date as the Federal Deposit Insurance Corporation Im-
provement Act of 1991 [Pub. L. 102–242].’’

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.

REGULATIONS

Section 107(b) of Pub. L. 103–328 provided that:
‘‘(1) IN GENERAL.—Each Federal banking agency, after

consultation with the other Federal banking agencies
to assure uniformity, shall revise the regulations
adopted by such agency under section 6 of the Inter-
national Banking Act of 1978 [12 U.S.C. 3104] to ensure
that the regulations are consistent with the objective
set forth in section 6(a) of the International Banking
Act of 1978.

‘‘(2) SPECIFIC FACTORS.—In carrying out paragraph (1),
each Federal banking agency shall consider whether to
permit an uninsured branch of a foreign bank to accept
initial deposits of less than $100,000 only from—

‘‘(A) individuals who are not citizens or residents of
the United States at the time of the initial deposit;

‘‘(B) individuals who—
‘‘(i) are not citizens of the United States;
‘‘(ii) are residents of the United States; and
‘‘(iii) are employed by a foreign bank, foreign

business, foreign government, or recognized inter-
national organization;
‘‘(C) persons to whom the branch or foreign bank

has extended credit or provided other nondeposit
banking services;

‘‘(D) foreign businesses and large United States
businesses;

‘‘(E) foreign governmental units and recognized
international organizations; and

‘‘(F) persons who are depositing funds in connection
with the issuance of a financial instrument by the
branch for the transmission of funds.
‘‘(3) REDUCTION IN REGULATORY DE MINIMIS EXEMP-

TION.—In carrying out paragraph (1), each Federal
banking agency shall limit any exemption which is—

‘‘(A) available under any regulation prescribed pur-
suant to section 6(d) of the International Banking
Act of 1978 [12 U.S.C. 3104(d)] providing for the accept-
ance of initial deposits of less than $100,000 by an un-
insured branch of a foreign bank; and

‘‘(B) based on a percentage of the average deposits
at such branch;

to not more than 1 percent of the average deposits at
such branch.

‘‘(4) ADDITIONAL RELEVANT CONSIDERATIONS.—In carry-
ing out paragraph (1), each Federal banking agency
shall also consider the importance of maintaining and
improving the availability of credit to all sectors of the
United States economy, including the international
trade finance sector of the United State economy.

‘‘(5) DEADLINE FOR PRESCRIBING REVISED REGULA-
TIONS.—Each Federal banking agency—

‘‘(A) shall publish final regulations under paragraph
(1) in the Federal Register not later than 12 months
after the date of enactment of this Act [Sept. 29,
1994]; and

‘‘(B) may establish reasonable transition rules to
facilitate any termination of any deposit-taking ac-
tivities that were permissible under regulations that
were in effect before the date of enactment of this
Act.

‘‘(6) DEFINITIONS.—For purposes of this subsection—
‘‘(A) the term ‘Federal banking agency’ means—

‘‘(i) the Comptroller of the Currency with respect
to Federal branches of foreign banks; and

‘‘(ii) the Federal Deposit Insurance Corporation
with respect to State branches of foreign banks;
and
‘‘(B) the term ‘uninsured branch’ means a branch of

a foreign bank that is not an insured branch, as de-
fined in section 3(s)(3) of the Federal Deposit Insur-
ance Act (12 U.S.C. 1813(s)(3)).’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1818, 3102 of this
title.

§ 3105. Authority of Federal Reserve System

(a) Bank reserves
(1)(A) Except as provided in paragraph (2) of

this subsection, sections 371a, 371b, 371b–1,1 374,
374a, 461, 464, and 465 of this title shall apply to
every Federal branch and Federal agency of a
foreign bank in the same manner and to the
same extent as if the Federal branch or Federal
agency were a member bank as that term is de-
fined in section 221 of this title; but the Board
either by general or specific regulation or ruling
may waive the minimum and maximum reserve
ratios prescribed under sections 461, 463, 464, 465,
and 466 of this title and may prescribe any ratio,
not more than 22 per centum, for any obligation
of any such Federal branch or Federal agency
that the Board may deem reasonable and appro-
priate, taking into consideration the character
of business conducted by such institutions and
the need to maintain vigorous and fair competi-
tion between and among such institutions and
member banks. The Board may impose reserve
requirements on Federal branches and Federal
agencies in such graduated manner as it deems
reasonable and appropriate.

(B) After consultation and in cooperation with
the State bank supervisory authorities, the
Board may make applicable to any State branch
or State agency any requirement made applica-
ble to, or which the Board has authority to im-
pose upon, any Federal branch or agency under
subparagraph (A) of this paragraph.

(2) A branch or agency shall be subject to this
subsection only if (A) its parent foreign bank
has total worldwide consolidated bank assets in
excess of $1,000,000,000; (B) its parent foreign
bank is controlled by a foreign company which
owns or controls foreign banks that in the ag-
gregate have total worldwide consolidated bank
assets in excess of $1,000,000,000; or (C) its parent
foreign bank is controlled by a group of foreign
companies that own or control foreign banks
that in the aggregate have total worldwide con-
solidated bank assets in excess of $1,000,000,000.
(b) Omitted

(c) Foreign bank examinations and reporting
(1) Examination of branches, agencies, and af-

filiates
(A) In general

The Board may examine each branch or
agency of a foreign bank, each commercial
lending company or bank controlled by 1 or
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more foreign banks or 1 or more foreign
companies that control a foreign bank, and
other office or affiliate of a foreign bank
conducting business in any State.

(B) Coordination of examinations
(i) In general

The Board shall coordinate examinations
under this paragraph with the Comptroller
of the Currency, the Federal Deposit Insur-
ance Corporation, and appropriate State
bank supervisors to the extent such co-
ordination is possible.

(ii) Simultaneous examinations
The Board may request simultaneous ex-

aminations of each office of a foreign bank
and each affiliate of such bank operating
in the United States.

(iii) Avoidance of duplication
In exercising its authority under this

paragraph, the Board shall take all reason-
able measures to reduce burden and avoid
unnecessary duplication of examinations.

(C) On-site examination
Each Federal branch or agency, and each

State branch or agency, of a foreign bank
shall be subject to on-site examination by an
appropriate Federal banking agency or State
bank supervisor as frequently as would a na-
tional bank or a State bank, respectively, by
the appropriate Federal banking agency.

(D) Cost of examinations
The cost of any examination under sub-

paragraph (A) shall be assessed against and
collected from the foreign bank or the for-
eign company that controls the foreign
bank, as the case may be, only to the same
extent that fees are collected by the Board
for examination of any State member bank.

(2) Reporting requirements
Each branch or agency of a foreign bank,

other than a Federal branch or agency, shall
be subject to section 335 of this title and the
provision requiring the reports of condition
contained in section 324 of this title to the
same extent and in the same manner as if the
branch or agency were a State member bank.
In addition to any requirements imposed
under section 3102 of this title, each Federal
branch and agency shall be subject to section
248(a) of this title and to section 483 of this
title to the same extent and in the same man-
ner as if it were a member bank.

(d) Establishment of foreign bank offices in
United States

(1) Prior approval required
No foreign bank may establish a branch or

an agency, or acquire ownership or control of
a commercial lending company, without the
prior approval of the Board.

(2) Required standards for approval
Except as provided in paragraph (6), the

Board may not approve an application under
paragraph (1) unless it determines that—

(A) the foreign bank engages directly in
the business of banking outside of the

United States and is subject to comprehen-
sive supervision or regulation on a consoli-
dated basis by the appropriate authorities in
its home country; and

(B) the foreign bank has furnished to the
Board the information it needs to ade-
quately assess the application.

(3) Standards for approval
In acting on any application under para-

graph (1), the Board may take into account—
(A) whether the appropriate authorities in

the home country of the foreign bank have
consented to the proposed establishment of a
branch, agency or commercial lending com-
pany in the United States by the foreign
bank;

(B) the financial and managerial resources
of the foreign bank, including the bank’s ex-
perience and capacity to engage in inter-
national banking;

(C) whether the foreign bank has provided
the Board with adequate assurances that the
bank will make available to the Board such
information on the operations or activities
of the foreign bank and any affiliate of the
bank that the Board deems necessary to de-
termine and enforce compliance with this
chapter, the Bank Holding Company Act of
1956 [12 U.S.C. 1841 et seq.], and other appli-
cable Federal law; and

(D) whether the foreign bank and the
United States affiliates of the bank are in
compliance with applicable United States
law.

(4) Factor
In acting on an application under paragraph

(1), the Board shall not make the size of the
foreign bank the sole determinant factor, and
may take into account the needs of the com-
munity as well as the length of operation of
the foreign bank and its relative size in its
home country. Nothing in this paragraph shall
affect the ability of the Board to order a State
branch, agency, or commercial lending com-
pany subsidiary to terminate its activities in
the United States pursuant to any standard
set forth in this chapter.
(5) Establishment of conditions

The Board may impose such conditions on
its approval under this subsection as it deems
necessary.
(6) Exception

(A) In general
If the Board is unable to find, under para-

graph (2), that a foreign bank is subject to
comprehensive supervision or regulation on
a consolidated basis by the appropriate au-
thorities in its home country, the Board
may nevertheless approve an application by
such foreign bank under paragraph (1) if—

(i) the appropriate authorities in the
home country of the foreign bank are ac-
tively working to establish arrangements
for the consolidated supervision of such
bank; and

(ii) all other factors are consistent with
approval.

(B) Other considerations
In deciding whether to use its discretion

under subparagraph (A), the Board shall also
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consider whether the foreign bank has
adopted and implements procedures to com-
bat money laundering. The Board may also
take into account whether the home country
of the foreign bank is developing a legal re-
gime to address money laundering or is par-
ticipating in multilateral efforts to combat
money laundering.

(C) Additional conditions
In approving an application under this

paragraph, the Board, after requesting and
taking into consideration the views of the
appropriate State bank supervisor or the
Comptroller of the Currency, as the case
may be, may impose such conditions or re-
strictions relating to the activities or busi-
ness operations of the proposed branch,
agency, or commercial lending company sub-
sidiary, including restrictions on sources of
funding, as are considered appropriate. The
Board shall coordinate with the appropriate
State bank supervisor or the Comptroller of
the Currency, as appropriate, in the imple-
mentation of such conditions or restrictions.

(D) Modification of conditions
Any condition or restriction imposed by

the Board in connection with the approval of
an application under authority of this para-
graph may be modified or withdrawn.

(7) Time period for Board action
(A) Final action

The Board shall take final action on any
application under paragraph (1) not later
than 180 days after receipt of the applica-
tion, except that the Board may extend for
an additional 180 days the period within
which to take final action on such applica-
tion after providing notice of, and the rea-
sons for, the extension to the applicant for-
eign bank and any appropriate State bank
supervisor or the Comptroller of the Cur-
rency, as appropriate.

(B) Failure to submit information
The Board may deny any application if it

does not receive information requested from
the applicant foreign bank or appropriate
authorities in the home country of the for-
eign bank in sufficient time to permit the
Board to evaluate such information ade-
quately within the time periods for final ac-
tion set forth in subparagraph (A).

(C) Waiver
A foreign bank may waive the applicabil-

ity of this paragraph with respect to any ap-
plication under paragraph (1).

(e) Termination of foreign bank offices in United
States

(1) Standards for termination
The Board, after notice and opportunity for

hearing and notice to any appropriate State
bank supervisor, may order a foreign bank
that operates a State branch or agency or
commercial lending company subsidiary in the
United States to terminate the activities of
such branch, agency, or subsidiary if the
Board finds that—

(A)(i) the foreign bank is not subject to
comprehensive supervision or regulation on
a consolidated basis by the appropriate au-
thorities in its home country; and

(ii) the appropriate authorities in the
home country of the foreign bank are not
making demonstrable progress in establish-
ing arrangements for the comprehensive su-
pervision or regulation of such foreign bank
on a consolidated basis; or

(B)(i) there is reasonable cause to believe
that such foreign bank, or any affiliate of
such foreign bank, has committed a viola-
tion of law or engaged in an unsafe or un-
sound banking practice in the United States;
and

(ii) as a result of such violation or prac-
tice, the continued operation of the foreign
bank’s branch, agency or commercial lend-
ing company subsidiary in the United States
would not be consistent with the public in-
terest or with the purposes of this chapter,
the Bank Holding Company Act of 1956 [12
U.S.C. 1841 et seq.], or the Federal Deposit
Insurance Act [12 U.S.C. 1811 et seq.].

However, in making findings under this para-
graph, the Board shall not make size the sole
determinant factor, and may take into ac-
count the needs of the community as well as
the length of operation of the foreign bank
and its relative size in its home country. Noth-
ing in this paragraph shall affect the ability of
the Board to order a State branch, agency, or
commercial lending company subsidiary to
terminate its activities in the United States
pursuant to any standard set forth in this
chapter.
(2) Discretion to deny hearing

The Board may issue an order under para-
graph (1) without providing for an opportunity
for a hearing if the Board determines that ex-
peditious action is necessary in order to pro-
tect the public interest.
(3) Effective date of termination order

An order issued under paragraph (1) shall
take effect before the end of the 120-day period
beginning on the date such order is issued un-
less the Board extends such period.
(4) Compliance with State and Federal law

Any foreign bank required to terminate ac-
tivities conducted at offices or subsidiaries in
the United States pursuant to this subsection
shall comply with the requirements of applica-
ble Federal and State law with respect to pro-
cedures for the closure or dissolution of such
offices or subsidiaries.
(5) Recommendation to agency for termination

of a Federal branch or agency
The Board may transmit to the Comptroller

of the Currency a recommendation that the li-
cense of any Federal branch or Federal agency
of a foreign bank be terminated in accordance
with section 3102(i) of this title if the Board
has reasonable cause to believe that such for-
eign bank or any affiliate of such foreign bank
has engaged in conduct for which the activi-
ties of any State branch or agency may be ter-
minated under paragraph (1).
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(6) Enforcement of orders

(A) In general
In the case of contumacy of any office or

subsidiary of the foreign bank against
which—

(i) the Board has issued an order under
paragraph (1); or

(ii) the Comptroller of the Currency has
issued an order under section 3102(i) of this
title,

or a refusal by such office or subsidiary to
comply with such order, the Board or the
Comptroller of the Currency may invoke the
aid of the district court of the United States
within the jurisdiction of which the office or
subsidiary is located.

(B) Court order
Any court referred to in subparagraph (A)

may issue an order requiring compliance
with an order referred to in subparagraph
(A).

(7) Criteria relating to foreign supervision
Not later than 1 year after December 19,

1991, the Board, in consultation with the Sec-
retary of the Treasury, shall develop and pub-
lish criteria to be used in evaluating the oper-
ation of any foreign bank in the United States
that the Board has determined is not subject
to comprehensive supervision or regulation on
a consolidated basis. In developing such cri-
teria, the Board shall allow reasonable oppor-
tunity for public review and comment.

(f) Judicial review

(1) Jurisdiction of United States courts of ap-
peals

Any foreign bank—
(A) whose application under subsection (d)

of this section or section 3107(a) of this title
has been disapproved by the Board;

(B) against which the Board has issued an
order under subsection (e) of this section or
section 3107(b) of this title; or

(C) against which the Comptroller of the
Currency has issued an order under section
3102(i) of this title,

may obtain a review of such order in the
United States court of appeals for any circuit
in which such foreign bank operates a branch,
agency, or commercial lending company that
has been required by such order to terminate
its activities, or in the United States Court of
Appeals for the District of Columbia Circuit,
by filing a petition for review in the court be-
fore the end of the 30-day period beginning on
the date the order was issued.

(2) Scope of judicial review
Section 706 of title 5 (other than paragraph

(2)(F) of such section) shall apply with respect
to any review under paragraph (1).

(g) Consultation with State bank supervisor
The Board shall request and consider any

views of the appropriate State bank supervisor
with respect to any application or action under
subsection (d) or (e) of this section.

(h) Limitations on powers of State branches and
agencies

(1) In general
After the end of the 1-year period beginning

on December 19, 1991, a State branch or State
agency may not engage in any type of activity
that is not permissible for a Federal branch
unless—

(A) the Board has determined that such ac-
tivity is consistent with sound banking prac-
tice; and

(B) in the case of an insured branch, the
Federal Deposit Insurance Corporation has
determined that the activity would pose no
significant risk to the deposit insurance
fund.

(2) Single borrower lending limit
A State branch or State agency shall be sub-

ject to the same limitations with respect to
loans made to a single borrower as are applica-
ble to a Federal branch or Federal agency
under section 3102(b) of this title.

(3) Other authority not affected
This section does not limit the authority of

the Board or any State supervisory authority
to impose more stringent restrictions.

(i) Proceedings related to conviction for money
laundering offenses

(1) Notice of intention to issue order
If the Board finds or receives written notice

from the Attorney General that—
(A) any foreign bank which operates a

State agency, a State branch which is not an
insured branch, or a State commercial lend-
ing company subsidiary;

(B) any State agency;
(C) any State branch which is not an in-

sured branch; or
(D) any State commercial lending subsidi-

ary,

has been found guilty of any money laundering
offense, the Board shall issue a notice to the
agency, branch, or subsidiary of the Board’s
intention to commence a termination proceed-
ing under subsection (e) of this section.

(2) Definitions
For purposes of this subsection—

(A) Insured branch
The term ‘‘insured branch’’ has the mean-

ing given such term in section 3(s) of the
Federal Deposit Insurance Act [12 U.S.C.
1813(s)].

(B) Money laundering offense defined
The term ‘‘money laundering offense’’

means any criminal offense under section
1956 or 1957 of title 18 or under section 5322 of
title 31.

(j) Study on equivalence of foreign bank capital
Not later than 180 days after December 19,

1991, the Board and the Secretary of the Treas-
ury shall jointly submit to the Committee on
Banking, Housing, and Urban Affairs of the Sen-
ate and the Committee on Banking, Finance and
Urban Affairs of the House of Representatives a
report—
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(1) analyzing the capital standards contained
in the framework for measurement of capital
adequacy established by the Supervisory Com-
mittee of the Bank for International Settle-
ments, foreign regulatory capital standards
that apply to foreign banks conducting bank-
ing operations in the United States, and the
relationship of the Basle and foreign standards
to risk-based capital and leverage require-
ments for United States banks; and

(2) establishing guidelines for the adjust-
ments to be used by the Board in converting
data on the capital of such foreign banks to
the equivalent risk-based capital and leverage
requirements for United States banks for pur-
poses of determining whether a foreign bank’s
capital level is equivalent to that imposed on
United States banks for purposes of deter-
minations under this section and sections 3
and 4 of the Bank Holding Company Act of 1956
[12 U.S.C. 1842, 1843].

An update shall be prepared annually explaining
any changes in the analysis under paragraph (1)
and resulting changes in the guidelines pursuant
to paragraph (2).

(k) Management of shell branches
(1) Transactions prohibited

A branch or agency of a foreign bank shall
not manage, through an office of the foreign
bank which is located outside the United
States and is managed or controlled by such
branch or agency, any type of activity that a
bank organized under the laws of the United
States, any State, or the District of Columbia
is not permitted to manage at any branch or
subsidiary of such bank which is located out-
side the United States.

(2) Regulations
Any regulations promulgated to carry out

this section—
(A) shall be promulgated in accordance

with section 3108 of this title; and
(B) shall be uniform, to the extent prac-

ticable.

(Pub. L. 95–369, § 7, Sept. 17, 1978, 92 Stat. 620;
Pub. L. 102–242, title II, §§ 202(a), 203(a), 214(b),
Dec. 19, 1991, 105 Stat. 2286, 2291, 2304; Pub. L.
102–550, title XV, § 1507, title XVI, § 1604(a)(1), (2),
(12), (13), Oct. 28, 1992, 106 Stat. 4056, 4081–4083;
Pub. L. 103–328, title I, § 107(e)(1), Sept. 29, 1994,
108 Stat. 2360; Pub. L. 104–208, div. A, title II,
§ 2214, Sept. 30, 1996, 110 Stat. 3009–411.)

REFERENCES IN TEXT

Section 371b–1 of this title, referred to in subsec.
(a)(1)(A), was repealed by Pub. L. 96–221, title V, § 529,
Mar. 31, 1980, 94 Stat. 168, subject to a savings provi-
sion.

Sections 461, 463, 464, 465, and 466 of this title, referred
to in subsec. (a)(1)(A), was in the original ‘‘section 19 of
the Federal Reserve Act.’’ Provisions of section 19 re-
lating to minimum and maximum reserve ratios are
classified to the cited sections. For complete classifica-
tion of section 19 to the Code, see References in Text
note set out under section 461 of this title.

For definition of ‘‘this chapter’’, referred to in sub-
secs. (d)(3)(C), (4) and (e)(1), see References in Text note
set out under section 3101 of this title.

The Bank Holding Company Act of 1956, referred to in
subsecs. (d)(3)(C) and (e)(1)(B)(ii), is act May 9, 1956, ch.

240, 70 Stat. 133, as amended, which is classified prin-
cipally to chapter 17 (§ 1841 et seq.) of this title. For
complete classification of this Act to the Code, see
Short Title note set out under section 1841 of this title
and Tables.

The Federal Deposit Insurance Act, referred to in
subsec. (e)(1)(B)(ii), is act Sept. 21, 1950, ch. 967, § 2, 64
Stat. 873, as amended, which is classified generally to
chapter 16 (§ 1811 et seq.) of this title. For complete
classification of this Act to the Code, see Short Title
note set out under section 1811 of this title and Tables.

CODIFICATION

Section is comprised of section 7 of Pub. L. 95–369.
Subsec. (b) of section 7 of Pub. L. 95–369 amended sec-
tion 347d of this title.

AMENDMENTS

1996—Subsec. (c). Pub. L. 104–208, § 2214(a)(1), inserted
heading.

Subsec. (c)(1)(B)(iii). Pub. L. 104–208, § 2214(a)(2), added
cl. (iii).

Subsec. (c)(1)(C). Pub. L. 104–208, § 2214(a)(3), added
subpar. (C) and struck out heading and text of former
subpar. (C). Text read as follows: ‘‘Each branch or agen-
cy of a foreign bank shall be examined at least once
during each 12-month period (beginning on the date the
most recent examination of such branch or agency
ended) in an on-site examination.’’

Subsec. (c)(1)(D). Pub. L. 104–208, § 2214(a)(4), inserted
‘‘, only to the same extent that fees are collected by
the Board for examination of any State member bank’’
before period at end.

Subsec. (d)(2). Pub. L. 104–208, § 2214(b)(1), substituted
‘‘Except as provided in paragraph (6), the Board’’ for
‘‘The Board’’.

Subsec. (d)(5). Pub. L. 104–208, § 2214(b)(2), substituted
‘‘The Board’’ for ‘‘Consistent with the standards for ap-
proval in paragraph (2), the Board’’.

Subsec. (d)(6), (7). Pub. L. 104–208, § 2214(b)(3), added
pars. (6) and (7).

Subsec. (e)(1)(A). Pub. L. 104–208, § 2214(c), designated
existing provisions as cl. (i), substituted ‘‘and’’ for ‘‘or’’
at end, and added cl. (ii).

1994—Subsec. (k). Pub. L. 103–328 added subsec. (k).
1992—Subsec. (e)(6)(A). Pub. L. 102–550, § 1604(a)(1)(A),

substituted ‘‘against which—
‘‘(i) the Board has issued an order under paragraph

(1); or
‘‘(ii) the Comptroller of the Currency has issued an

order under section 3102(i) of this title,
or a refusal by such office or subsidiary’’ for ‘‘against
which the Board or, in the case of an order issued under
section 3102(i) of this title, the Comptroller of the Cur-
rency has issued an order under paragraph (1) or a re-
fusal by such office or subsidiary’’.

Subsec. (e)(6)(B). Pub. L. 102–550, § 1604(a)(1)(B), sub-
stituted ‘‘order referred to in subparagraph (A)’’ for
‘‘order issued under paragraph (1)’’.

Subsec. (e)(7). Pub. L. 102–550, § 1604(a)(2), substituted
‘‘public’’ for ‘‘publc’’.

Subsec. (i). Pub. L. 102–550, § 1507, added subsec. (i).
Subsec. (j). Pub. L. 102–550, § 1604(a)(12), made tech-

nical amendment to directory language of Pub. L.
102–242, § 214(b). See 1991 Amendment note below.

Subsec. (j)(1). Pub. L. 102–550, § 1604(a)(13), substituted
‘‘Supervisory Committee’’ for ‘‘Supervisory commit-
tee’’.

1991—Subsec. (c). Pub. L. 102–242, § 203(a), added par.
(1), inserted heading for par. (2), and struck out former
par. (1) which read as follows: ‘‘The Board may make
examinations of each branch or agency of a foreign
bank, and of each commercial lending company or bank
controlled by one or more foreign banks or by one or
more foreign companies that control a foreign bank,
the cost of which shall be assessed against and paid by
such foreign bank or company, as the case may be. The
Board shall, insofar as possible, use the reports of ex-
aminations made by the Comptroller, the Federal De-



Page 1420TITLE 12—BANKS AND BANKING§ 3106

posit Insurance Corporation, or the appropriate State
bank supervisory authority for the purposes of this
subsection.’’

Subsecs. (d) to (h). Pub. L. 102–242, § 202(a), added sub-
secs. (d) to (h) and struck out former subsec. (d) which
read as follows: ‘‘On or before two years after Septem-
ber 17, 1978, the Board after consultation with the ap-
propriate State bank supervisory authorities shall re-
port to the Committee on Banking, Finance and Urban
Affairs of the United States House of Representatives
and the Committee on Banking, Housing, and Urban
Affairs of the United States Senate its recommenda-
tions with respect to the implementation of this chap-
ter, including any recommended requirements such as
limitations on loans to affiliates or capital adequacy
requirements which should be imposed on foreign
banks to carry out the purposes of this chapter. Not
later than one hundred and eighty days after Septem-
ber 17, 1978, the Board shall report to such Committees
the steps which have been taken to consult and cooper-
ate with State bank supervisory authorities as required
by subsection (a)(1)(B) of this section.’’

Subsec. (j). Pub. L. 102–242, § 214(b), as amended by
Pub. L. 102–550, § 1604(a)(12), added subsec. (j).

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

EFFECTIVE DATE OF 1994 AMENDMENT

Section 107(e)(2) of Pub. L. 103–328 provided that:
‘‘The amendment made by paragraph (1) [amending this
section] shall become effective at the end of the 180-day
period beginning on the date of enactment of this Act
[Sept. 29, 1994].’’

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by section 1604(a)(1), (2), (12), (13) of Pub.
L. 102–550 effective as if included in the Federal Deposit
Insurance Corporation Improvement Act of 1991, Pub.
L. 102–242, as of Dec. 19, 1991, see section 1609(a) of Pub.
L. 102–550, set out as a note under section 191 of this
title.

MORATORIUM ON EXAMINATION FEES UNDER THIS
CHAPTER

Section 115(a) of Pub. L. 103–328 provided that: ‘‘Sec-
tion 7(c)(1)(D) of the International Banking Act of 1978
[12 U.S.C. 3105(c)(1)(D)] shall not apply with respect to
any examination under section 7(c)(1)(A) of such Act
which begins before or during the 3-year period begin-
ning on July 25, 1994.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 347d, 372, 461,
1813, 1820, 3102, 3103, 3107 of this title.

§ 3106. Nonbanking activities of foreign banks

(a) Applicability of Bank Holding Company Acts
Except as otherwise provided in this section

(1) any foreign bank that maintains a branch or
agency in a State, (2) any foreign bank or for-
eign company controlling a foreign bank that
controls a commercial lending company orga-
nized under State law, and (3) any company of
which any foreign bank or company referred to

in (1) and (2) is a subsidiary shall be subject to
the provisions of the Bank Holding Company
Act of 1956 [12 U.S.C. 1841 et seq.], and to section
1850 of this title and chapter 22 of this title in
the same manner and to the same extent that
bank holding companies are subject to such pro-
visions.
(b) Ownership or control of shares of non-

banking companies for certain period
Until December 31, 1985, a foreign bank or

other company to which subsection (a) of this
section applies on September 17, 1978, may re-
tain direct or indirect ownership or control of
any voting shares of any nonbanking company
in the United States that it owned, controlled,
or held with power to vote on September 17, 1978,
or engage in any nonbanking activities in the
United States in which it was engaged on such
date.
(c) Engagement in nonbanking activities after

certain period
(1) After December 31, 1985, a foreign bank or

other company to which subsection (a) of this
section applies on September 17, 1978, or on the
date of the establishment of a branch in a State
an application for which was filed on or before
July 26, 1978, may continue to engage in non-
banking activities in the United States in which
directly or through an affiliate it was lawfully
engaged on July 26, 1978 (or on a date subsequent
to July 26, 1978, in the case of activities carried
on as the result of the direct or indirect acquisi-
tion, pursuant to a binding written contract en-
tered into on or before July 26, 1978, of another
company engaged in such activities at the time
of acquisition), and may engage directly or
through an affiliate in nonbanking activities in
the United States which are covered by an appli-
cation to engage in such activities which was
filed on or before July 26, 1978; except that the
Board by order, after opportunity for hearing,
may terminate the authority conferred by this
subsection on any such foreign bank or company
to engage directly or through an affiliate in any
activity otherwise permitted by this subsection
if it determines having due regard to the pur-
poses of this chapter and the Bank Holding Com-
pany Act of 1956 [12 U.S.C. 1841 et seq.], that
such action is necessary to prevent undue con-
centration of resources, decreased or unfair
competition, conflicts of interest, or unsound
banking practices in the United States. Not-
withstanding subsection (a) of this section, a
foreign bank or company referred to in this sub-
section may retain ownership or control of any
voting shares (or, where necessary to prevent di-
lution of its voting interest, acquire additional
voting shares) of any domestically-controlled af-
filiate covered in 1978 which since July 26, 1978,
has engaged in the business of underwriting, dis-
tributing, or otherwise buying or selling stocks,
bonds, and other securities in the United States,
notwithstanding that such affiliate acquired
after July 26, 1978, an interest in, or any or all
of the assets of, a going concern, or commences
to engage in any new activity or activities. Ex-
cept in the case of affiliates described in the pre-
ceding sentence, nothing in this subsection shall
be construed to authorize any foreign bank or
company referred to in this subsection, or any
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affiliate thereof, to engage in activities author-
ized by this subsection through the acquisition,
pursuant to a contract entered into after July
26, 1978, of any interest in or the assets of a
going concern engaged in such activities. Any
foreign bank or company that is authorized to
engage in any activity pursuant to this sub-
section but, as a result of action of the Board, is
required to terminate such activity may retain
the ownership of control of shares in any com-
pany carrying on such activity for a period of
two years from the date on which its authority
was so terminated by the Board. As used in this
subsection, the term ‘‘affiliate’’ shall mean any
company more than 5 per centum of whose vot-
ing shares is directly or indirectly owned or con-
trolled or held with power to vote by the speci-
fied foreign bank or company, and the term ‘‘do-
mestically-controlled affiliate covered in 1978’’
shall mean an affiliate organized under the laws
of the United States or any State thereof if (i)
no foreign bank or group of foreign banks acting
in concert owns or controls, directly or indi-
rectly, 45 per centum or more of its voting
shares, and (ii) no more than 20 per centum of
the number of directors as established from time
to time to constitute the whole board of direc-
tors and 20 per centum of the executive officers
of such affiliate are persons affiliated with any
such foreign bank. For the purpose of the pre-
ceding sentence, the term ‘‘persons affiliated
with any such foreign bank’’ shall mean (A) any
person who is or was an employee, officer, agent,
or director of such foreign bank or who other-
wise has or had such a relationship with such
foreign bank that would lead such person to rep-
resent the interests of such foreign bank, and
(B) in the case of any director of such domesti-
cally controlled affiliate covered in 1978, any
person in favor of whose election as a director
votes were cast by less than two-thirds of all
shares voting in connection with such election
other than shares owned or controlled, directly
or indirectly, by any such foreign bank.

(2) The authority conferred by this subsection
on a foreign bank or other company shall termi-
nate 2 years after the date on which such foreign
bank or other company becomes a ‘‘bank hold-
ing company’’ as defined in section 2(a) of the
Bank Holding Company Act of 1956 (12 U.S.C.
1841(a)); except that the Board may, upon appli-
cation of such foreign bank or other company,
extend the 2-year period for not more than one
year at a time, if, in its judgment, such an ex-
tension would not be detrimental to the public
interest, but no such extensions shall exceed 3
years in the aggregate.

(3) TERMINATION OF GRANDFATHERED RIGHTS.—
(A) IN GENERAL.—If any foreign bank or for-

eign company files a declaration under section
4(l)(1)(C) of the Bank Holding Company Act of
1956 [12 U.S.C. 1843(l)(1)(C)], any authority con-
ferred by this subsection on any foreign bank
or company to engage in any activity that the
Board has determined to be permissible for fi-
nancial holding companies under section 4(k)
of such Act [12 U.S.C. 1843(k)] shall terminate
immediately.

(B) RESTRICTIONS AND REQUIREMENTS AUTHOR-
IZED.—If a foreign bank or company that en-
gages, directly or through an affiliate pursu-

ant to paragraph (1), in an activity that the
Board has determined to be permissible for fi-
nancial holding companies under section 4(k)
of the Bank Holding Company Act of 1956 [12
U.S.C. 1843(k)] has not filed a declaration with
the Board of its status as a financial holding
company under such section by the end of the
2-year period beginning on November 12, 1999,
the Board, giving due regard to the principle
of national treatment and equality of competi-
tive opportunity, may impose such restric-
tions and requirements on the conduct of such
activities by such foreign bank or company as
are comparable to those imposed on a finan-
cial holding company organized under the laws
of the United States, including a requirement
to conduct such activities in compliance with
any prudential safeguards established under
section 1828a of this title.

(d) Construction of terms
Nothing in this section shall be construed to

define a branch or agency of a foreign bank or a
commercial lending company controlled by a
foreign bank or foreign company that controls a
foreign bank as a ‘‘bank’’ for the purposes of any
provisions of the Bank Holding Company Act of
1956 [12 U.S.C. 1841 et seq.], or section 1850 of this
title, except that any such branch, agency or
commercial lending company subsidiary shall be
deemed a ‘‘bank’’ or ‘‘banking subsidiary’’, as
the case may be, for the purposes of applying
the prohibitions of chapter 22 of this title and
the exemptions provided in sections 4(c)(1),
4(c)(2), 4(c)(3), and 4(c)(4) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1843(c)(1), (2), (3),
and (4)) to any foreign bank or other company to
which subsection (a) of this section applies.

(Pub. L. 95–369, § 8(a)–(d), Sept. 17, 1978, 92 Stat.
622, 623; Pub. L. 97–320, title VII, §§ 704, 705, Oct.
15, 1982, 96 Stat. 1539; Pub. L. 100–86, title II, § 204,
Aug. 10, 1987, 101 Stat. 584; Pub. L. 102–242, title
II, § 207, Dec. 19, 1991, 105 Stat. 2295; Pub. L.
106–102, title I, § 141, Nov. 12, 1999, 113 Stat. 1383.)

REFERENCES IN TEXT

The Bank Holding Company Act of 1956, referred to in
subsecs. (a), (c), and (d), is act May 9, 1956, ch. 240, 70
Stat. 133, as amended, which is classified principally to
chapter 17 (§ 1841 et seq.) of this title. For complete
classification of this Act to the Code, see Short Title
note set out under section 1841 of this title and Tables.

For definition of ‘‘this chapter’’, referred to in sub-
sec. (c), see References in Text note set out under sec-
tion 3101 of this title.

AMENDMENTS

1999—Subsec. (c)(3). Pub. L. 106–102 added par. (3).
1991—Subsec. (a). Pub. L. 102–242 substituted ‘‘to such

provisions’’ for ‘‘thereto, except that any such foreign
bank or company shall not by reason of this subsection
be deemed a bank holding company for purposes of sec-
tion 3 of the Bank Holding Company Act of 1956’’.

1987—Subsec. (c). Pub. L. 100–86 designated existing
provisions as par. (1) and added par. (2).

1982—Subsec. (c). Pub. L. 97–320, § 704, inserted ‘‘or on
the date of the establishment of a branch in a State an
application for which was filed on or before July 26,
1978’’ after ‘‘September 17, 1978,’’.

Pub. L. 97–320, § 705(a), substituted provision that the
term ‘‘domestically-controlled affiliate covered in 1978’’
shall mean an affiliate organized under the laws of the
United States or any State thereof if no foreign bank
or group of foreign banks acting in concert owns or
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controls, directly or indirectly, 45 per centum or more
of its voting shares, and no more than 20 per centum of
the number of directors as established from time to
time to constitute the whole board of directors and 20
per centum of the executive officers of such affiliate
are persons affiliated with any such foreign bank, for
provision that it meant any affiliate the majority of
whose voting shares was owned by a company or group
of companies organized under the laws of the United
States or any State thereof, if it had been under con-
tinuous domestic majority-controlling ownership since
July 26, 1978, and if a foreign bank or group of foreign
banks did not own or control, directly or indirectly, 25
per centum or more of its voting shares, and defined
‘‘persons affiliated with any such foreign bank’’.

Pub. L. 97–320, § 705(b), substituted ‘‘since July 26,
1978, has engaged’’ for ‘‘engages’’ before ‘‘in the busi-
ness of underwriting’’, and inserted ‘‘, notwithstanding
that such affiliate acquired after July 26, 1978, an inter-
est in, or any or all of the assets of, a going concern,
or commences to engage in any new activity or activi-
ties’’ after ‘‘and other securities in the United States’’.

EFFECTIVE DATE OF 1999 AMENDMENT

Amendment by Pub. L. 106–102 effective 120 days after
Nov. 12, 1999, see section 161 of Pub. L. 106–102, set out
as a note under section 24 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1818 of this title;
title 15 section 78q.

§ 3106a. Compliance with State and Federal laws

(1) Every branch or agency of a foreign bank
and every commercial lending company con-
trolled by one or more foreign banks or by one
or more foreign companies that control a for-
eign bank shall conduct its operations in the
United States in full compliance with provisions
of any law of the United States or any State
thereof which—

(A) impose requirements that protect the
rights of consumers in financial transactions,
to the extent that the branch, agency, or com-
mercial lending company engages in activities
that are subject to such laws;

(B) prohibit discrimination against any indi-
vidual or other person on the basis of the race,
color, religion, sex, marital status, age, or na-
tional origin of (i) such individual or other
person or (ii) any officer, director, employee,
or creditor of, or any owner of any interest in,
such individual or other person; and

(C) apply to national banks or State-char-
tered banks doing business in the State in
which such branch or agency or commercial
lending company, as the case may be, is doing
business.

(2) No application for a branch or agency shall
be approved by the Comptroller or by a State
bank supervisory authority, as the case may be,
unless the entity making the application has
agreed to conduct all of its operations in the
United States in full compliance with provisions
of any law of the United States or any State
thereof which—

(A) impose requirements that protect the
rights of consumers in financial transactions,
to the extent that the branch, agency, or com-
mercial lending company engages in activities
that are subject to such laws;

(B) prohibit discrimination against individ-
uals or other persons on the basis of the race,

color, religion, sex, marital status, age, or na-
tional origin of (i) such individual or other
person or (ii) any officer, director, employee,
or creditor of, or any owner of any interest in,
such individual or other person; and

(C) apply to national banks or State-char-
tered banks doing business in the State in
which the entity to be established is to do
business.

(Pub. L. 95–369, § 9(b), as added Pub. L. 95–630,
title III, § 311, Nov. 10, 1978, 92 Stat. 3678; amend-
ed Pub. L. 103–328, title I, § 107(c), Sept. 29, 1994,
108 Stat. 2360.)

AMENDMENTS

1994—Par. (1). Pub. L. 103–328, § 107(c)(1), added subpar.
(A) and redesignated former subpars. (A) and (B) as (B)
and (C), respectively.

Par. (2). Pub. L. 103–328, § 107(c)(2), added subpar. (A)
and redesignated former subpars. (A) and (B) as (B) and
(C), respectively.

EFFECTIVE DATE

Section effective upon the expiration of 120 days after
Nov. 10, 1978, see section 2101 of Pub. L. 95–630, set out
as a note under section 375b of this title.

§ 3107. Representative offices

(a) Prior approval to establish representative of-
fices

(1) In general
No foreign bank may establish a representa-

tive office without the prior approval of the
Board.

(2) Standards for approval
In acting on any application under this para-

graph to establish a representative office, the
Board shall take into account the standards
contained in section 3105(d)(2) of this title and
may impose any additional requirements that
the Board determines to be necessary to carry
out the purposes of this chapter.

(b) Termination of representative offices
The Board may order the termination of the

activities of a representative office of a foreign
bank on the basis of the standards, procedures,
and requirements applicable under section
3105(e) of this title with respect to branches and
agencies.

(c) Examinations
The Board may make examinations of each

representative office of a foreign bank, the cost
of which shall be assessed against and paid by
such foreign bank. The Board may also make ex-
aminations of any affiliate of a foreign bank
conducting business in any State if the Board
deems it necessary to determine and enforce
compliance with this chapter, the Bank Holding
Company Act of 1956 [12 U.S.C. 1841 et seq.], or
other applicable Federal banking law.

(d) Compliance with State law
This chapter does not authorize the establish-

ment of a representative office in any State in
contravention of State law.

(Pub. L. 95–369, § 10, Sept. 17, 1978, 92 Stat. 624;
Pub. L. 102–242, title II, § 204, Dec. 19, 1991, 105
Stat. 2292; Pub. L. 102–550, title XVI, § 1604(a)(4),
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Oct. 28, 1992, 106 Stat. 4082; Pub. L. 106–102, title
I, § 142(b), Nov. 12, 1999, 113 Stat. 1384.)

REFERENCES IN TEXT

For definition of ‘‘this chapter’’, referred to in sub-
secs. (a)(2), (c), and (d), see References in Text note set
out under section 3101 of this title.

The Bank Holding Company Act of 1956, referred to in
subsec. (c), is act May 9, 1956, ch. 240, 70 Stat. 133, as
amended, which is classified principally to chapter 17
(§ 1841 et seq.) of this title. For complete classification
of this Act to the Code, see Short Title note set out
under section 1841 of this title and Tables.

AMENDMENTS

1999—Subsec. (c). Pub. L. 106–102 inserted at end ‘‘The
Board may also make examinations of any affiliate of
a foreign bank conducting business in any State if the
Board deems it necessary to determine and enforce
compliance with this chapter, the Bank Holding Com-
pany Act of 1956, or other applicable Federal banking
law.’’

1992—Subsec. (b). Pub. L. 102–550 substituted ‘‘section
3105(e) of this title’’ for ‘‘paragraphs (1), (2), and (3) of
section 3105(d) of this title’’.

1991—Pub. L. 102–242 amended section generally. Prior
to amendment, section read as follows:

‘‘(a) Any foreign bank that maintains an office other
than a branch or agency in any State shall register
with the Secretary of the Treasury in accordance with
rules prescribed by him, within one hundred and eighty
days after September 17, 1978, or the date on which the
office is established, whichever is later.

‘‘(b) This chapter does not authorize the establish-
ment of any such office in any State in contravention
of State law.’’

EFFECTIVE DATE OF 1999 AMENDMENT

Amendment by Pub. L. 106–102 effective 120 days after
Nov. 12, 1999, see section 161 of Pub. L. 106–102, set out
as a note under section 24 of this title.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.

MORATORIUM ON EXAMINATION FEES UNDER THIS
CHAPTER

Pub. L. 103–328, title I, § 115(b), Sept. 29, 1994, 108 Stat.
2368, provided that: ‘‘The provision of section 10(c) of
the International Banking Act of 1978 [12 U.S.C. 3107(c)]
relating to the cost of examinations under such section
shall not apply with respect to any examination under
such section which begins before or during the 3-year
period beginning on July 25, 1994.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3105 of this title.

§ 3108. Regulation and enforcement

(a) Rules, regulations and orders
The Comptroller, the Board, and the Federal

Deposit Insurance Corporation, are authorized
and empowered to issue such rules, regulations,
and orders as each of them may deem necessary
in order to perform their respective duties and
functions under this chapter and to administer
and carry out the provisions and purposes of this
chapter and prevent evasions thereof.
(b) Enforcement

(1) In general
In addition to any powers, remedies, or sanc-

tions otherwise provided by law, compliance

with the requirements imposed under this
chapter or any amendment made by this chap-
ter may be enforced under section 8 of the
Federal Deposit Insurance Act [12 U.S.C. 1818]
by any appropriate Federal banking agency as
defined in that Act [12 U.S.C. 1811 et seq.].
(2) Authority to administer oaths; subpoena

power
In the course of, or in connection with, an

application, examination, investigation, or
other proceeding under this chapter, the
Board, the Comptroller of the Currency, and
the Federal Deposit Insurance Corporation, as
the case may be, any member of the Board or
of the Board of Directors of the Corporation,
and any designated representative of the
Board, Comptroller, or Corporation (including
any person designated to conduct any hearing
under this chapter) may—

(A) administer oaths and affirmations and
take or cause to be taken depositions; and

(B) issue, revoke, quash, or modify any
subpoena, including any subpoena requiring
the attendance and testimony of a witness
or any subpoenas duces tecum.

(3) Administrative aspects of subpoenas
(A) Attendance and production at designated

site
The attendance of any witness and the pro-

duction of any document pursuant to a sub-
poena under paragraph (2) may be required
at the place designated in the subpoena from
any place in any State (as defined in section
3(a)(3) of the Federal Deposit Insurance Act
[12 U.S.C. 1813(a)(3)]) or other place subject
to the jurisdiction of the United States.
(B) Service of subpoena

Service of a subpoena issued under this
subsection may be made by registered mail,
or in such other manner reasonably cal-
culated to give actual notice as the Board,
Comptroller of the Currency, or Federal De-
posit Insurance Corporation may by regula-
tion or otherwise provide.
(C) Fees and travel expenses

Witnesses subpoenaed under this sub-
section shall be paid the same fees and mile-
age that are paid witnesses in the district
courts of the United States.

(4) Contumacy or refusal
(A) In general

In the case of contumacy of any person is-
sued a subpoena under this subsection or a
refusal by such person to comply with such
subpoena, the Board, Comptroller of the Cur-
rency, or Federal Deposit Insurance Cor-
poration, or any other party to proceedings
in connection with which subpoena was is-
sued may invoke the aid of—

(i) the United States District Court for
the District of Columbia, or

(ii) any district court of the United
States within the jurisdiction of which the
proceeding is being conducted or the wit-
ness resides or carries on business.

(B) Court order
Any court referred to in subparagraph (A)

may issue an order requiring compliance
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with a subpoena issued under this sub-
section.

(5) Expenses and fees
Any court having jurisdiction of any pro-

ceeding instituted under this subsection may
allow any party to such proceeding such rea-
sonable expenses and attorneys’ fees as the
court deems just and proper.
(6) Criminal penalty

Any person who willfully fails or refuses to
attend and testify or to answer any lawful in-
quiry or to produce books, papers, correspond-
ence, memoranda, contracts, agreements, or
other records in accordance with any subpoena
under this subsection shall be fined under title
18, imprisoned not more than 1 year, or both.
Each day during which any such failure or re-
fusal continues shall be treated as a separate
offense.

(c) Powers of Federal Reserve Board and Federal
Deposit Insurance Corporation

In the case of any provision of the Federal Re-
serve Act [12 U.S.C. 221 et seq.] to which a for-
eign bank or branch thereof is subject under this
chapter, and which is made applicable to non-
member insured banks by the Federal Deposit
Insurance Act [12 U.S.C. 1811 et seq.], whether by
cross-reference to the Federal Reserve Act or by
a provision in substantially the same terms in
the Federal Deposit Insurance Act, the adminis-
tration, interpretation, and enforcement of such
provision, insofar as it relates to any foreign
bank or branch thereof as to which the Board is
an appropriate Federal banking agency, are
vested in the Board, but where the making of
any report to the Board or a Federal Reserve
bank is required under any such provision, the
Federal Deposit Insurance Corporation may re-
quire that a duplicate of any such report be sent
directly to it. This subsection shall not be con-
strued to impair any power of the Federal De-
posit Insurance Corporation to make regular or
special examinations or to require special re-
ports.

(Pub. L. 95–369, § 13, Sept. 17, 1978, 92 Stat. 624;
Pub. L. 102–242, title II, § 209, Dec. 19, 1991, 105
Stat. 2297.)

REFERENCES IN TEXT

For definition of ‘‘this chapter’’, referred to in text,
see References in Text note set out under section 3101
of this title.

The Federal Deposit Insurance Act, referred to in
subsecs. (b)(1) and (c), is act Sept. 21, 1950, ch. 967, § 2,
64 Stat. 873, as amended, which is classified generally
to chapter 16 (§ 1811 et seq.) of this title. For complete
classification of this Act to the Code, see Short Title
note set out under section 1811 of this title and Tables.

The Federal Reserve Act, referred to in subsec. (c), is
act Dec. 23, 1913, ch. 6, 38 Stat. 251, as amended, which
is classified principally to chapter 3 (§ 221 et seq.) of
this title. For complete classification of this Act to the
Code, see References in Text note set out under section
226 of this title and Tables.

AMENDMENTS

1991—Subsec. (b). Pub. L. 102–242 inserted heading,
designated existing provisions as par. (1) and inserted
par. heading, and added pars. (2) to (6).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3105 of this title.

§ 3109. Cooperation with foreign supervisors

(a) Disclosure of supervisory information to for-
eign supervisors

Notwithstanding any other provision of law,
the Board, Comptroller of the Currency, Federal
Deposit Insurance Corporation, and Director of
the Office of Thrift Supervision may disclose in-
formation obtained in the course of exercising
supervisory or examination authority to any
foreign bank regulatory or supervisory author-
ity if the Board, Comptroller, Corporation, or
Director determines that such disclosure is ap-
propriate and will not prejudice the interests of
the United States.
(b) Requirement of confidentiality

Before making any disclosure of any informa-
tion to a foreign authority, the Board, Comp-
troller of the Currency, Federal Deposit Insur-
ance Corporation, and Director of the Office of
Thrift Supervision shall obtain, to the extent
necessary, the agreement of such foreign au-
thority to maintain the confidentiality of such
information to the extent possible under appli-
cable law.

(Pub. L. 95–369, § 15, as added Pub. L. 102–242,
title II, § 206, Dec. 19, 1991, 105 Stat. 2294.)

§ 3110. Penalties

(a) Civil money penalty
(1) In general

Any foreign bank, and any office or subsidi-
ary of a foreign bank, that violates, and any
individual who participates in a violation of,
any provision of this chapter, or any regula-
tion prescribed or order issued under this
chapter, shall forfeit and pay a civil penalty of
not more than $25,000 for each day during
which such violation continues.
(2) Assessment procedures

Any penalty imposed under paragraph (1)
may be assessed and collected by the Board or
the Comptroller of the Currency in the man-
ner provided in subparagraphs (E), (F), (G),
(H), and (I) of section 1818(i)(2) of this title for
penalties imposed (under such section), and
any such assessments shall be subject to the
provisions of such section.
(3) Hearing procedure

Section 1818(h) of this title shall apply to
any proceeding under this section.
(4) Disbursement

All penalties collected under authority of
this section shall be deposited into the Treas-
ury.
(5) ��Violate�� defined

For purposes of this section, the term ‘‘vio-
late’’ includes taking any action (alone or
with others) for or toward causing, bringing
about, participating in, counseling, or aiding
or abetting a violation.
(6) Regulations

The Board and the Comptroller of the Cur-
rency shall each prescribe regulations estab-
lishing such procedures as may be necessary to
carry out this section.
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(b) Notice under this section after separation
from service

The resignation, termination of employment
or participation, or separation of an institution-
affiliated party (within the meaning of section
1813(u) of this title) with respect to a foreign
bank, or any office or subsidiary of a foreign
bank (including a separation caused by the ter-
mination of a location in the United States),
shall not affect the jurisdiction or authority of
the Board or the Comptroller of the Currency to
issue any notice or to proceed under this section
against any such party, if such notice is served
before the end of the 6-year period beginning on
the date such party ceased to be an institution-
affiliated party with respect to such foreign
bank or such office or subsidiary of a foreign
bank (whether such date occurs on, before, or
after December 19, 1991).
(c) Penalty for failure to make reports

(1) First tier
Any foreign bank, or any office or subsidiary

of a foreign bank, that—
(A) maintains procedures reasonably

adapted to avoid any inadvertent error and,
unintentionally and as a result of such
error—

(i) fails to make, submit, or publish such
reports or information as may be required
under this chapter or under regulations
prescribed by the Board or the Comptroller
of the Currency under this chapter, within
the period of time specified by the agency;
or

(ii) submits or publishes any false or
misleading report or information; or

(B) inadvertently transmits or publishes
any report that is minimally late,

shall be subject to a penalty of not more than
$2,000 for each day during which such failure
continues or such false or misleading informa-
tion is not corrected. The foreign bank, or the
office or subsidiary of a foreign bank, shall
have the burden of proving that an error was
inadvertent and that a report was inadvert-
ently transmitted or published late.
(2) Second tier

Any foreign bank, or any office or subsidiary
of a foreign bank, that—

(A) fails to make, submit, or publish such
reports or information as may be required
under this chapter or under regulations pre-
scribed by the Board or the Comptroller of
the Currency pursuant to this chapter, with-
in the time period specified by such agency;
or

(B) submits or publishes any false or mis-
leading report or information,

in a manner not described in paragraph (1)
shall be subject to a penalty of not more than
$20,000 for each day during which such failure
continues or such false or misleading informa-
tion is not corrected.
(3) Third tier

Notwithstanding paragraph (2), if any com-
pany knowingly or with reckless disregard for
the accuracy of any information or report de-

scribed in paragraph (2) submits or publishes
any false or misleading report or information,
the Board or the Comptroller of the Currency
may, in the Board’s or Comptroller’s discre-
tion, assess a penalty of not more than
$1,000,000 or 1 percent of total assets of such
foreign bank, or such office or subsidiary of a
foreign bank, whichever is less, per day for
each day during which such failure continues
or such false or misleading information is not
corrected.
(4) Assessment of penalties

Any penalty imposed under paragraph (1),
(2), or (3) shall be assessed and collected by the
Board or the Comptroller of the Currency in
the manner provided in subsection (a)(2) of
this section (for penalties imposed under such
subsection) and any such assessment (includ-
ing the determination of the amount of the
penalty) shall be subject to the provisions of
such subsection.
(5) Hearing procedure

Section 1818(h) of this title shall apply to
any proceeding under this subsection.

(Pub. L. 95–369, § 16, as added Pub. L. 102–242,
title II, § 208, Dec. 19, 1991, 105 Stat. 2295.)

REFERENCES IN TEXT

For definition of ‘‘this chapter’’, referred to in sub-
secs. (a)(1) and (c)(1)(A)(i), (2)(A), see References in Text
note set out under section 3101 of this title.

§ 3111. Criminal penalty

Whoever, with the intent to deceive, to gain fi-
nancially, or to cause financial gain or loss to
any person, knowingly violates any provision of
this chapter or any regulation or order issued by
the appropriate Federal banking agency under
this chapter shall be imprisoned not more than
5 years or fined not more than $1,000,000 for each
day during which a violation continues, or both.

(Pub. L. 95–369, § 17, as added Pub. L. 102–242,
title II, § 213, Dec. 19, 1991, 105 Stat. 2303.)

REFERENCES IN TEXT

For definition of ‘‘this chapter’’, referred to in text,
see References in Text note set out under section 3101
of this title.

CHAPTER 33�DEPOSITORY INSTITUTION
MANAGEMENT INTERLOCKS
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village prohibited.

3203. Dual service of management official of
$2,500,000,000 institution or holding com-
pany as management official of unaffiliated
$1,500,000,000 institution or holding com-
pany prohibited.

3204. Exceptions.
3205. Management official in position prior to No-

vember 10, 1978.
(a) Continuation of service.
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savings and loan holding company.
3206. Administration and enforcement.
3207. Rules and regulations.
3208. Powers available to Attorney General for en-

forcement.
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CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 1786, 1818, 1823
of this title.

§ 3201. Definitions

As used in this chapter—
(1) the term ‘‘depository institution’’ means

a commercial bank, a savings bank, a trust
company, a savings and loan association, a
building and loan association, a homestead as-
sociation, a cooperative bank, an industrial
bank, or a credit union;

(2) the term ‘‘depository holding company’’
means a bank holding company as defined in
section 1841(a) of this title, a company which
would be a bank holding company as defined
in section 1841(a) of this title but for the ex-
emption contained in subsection (a)(5)(F)
thereof, or a savings and loan holding com-
pany as defined in section 1730a(a)(1)(D) 1 of
this title;

(3) the characterization of any corporation
(including depository institutions and deposi-
tory holding companies), as an ‘‘affiliate of,’’
or as ‘‘affiliated’’ with any other corporation
means that—

(A) one of the corporations is a depository
holding company and the other is a subsidi-
ary thereof, or both corporations are subsidi-
aries of the same depository holding com-
pany, as the term ‘‘subsidiary’’ is defined in
either section 1841(d) of this title in the case
of a bank holding company or section
1730a(a)(1)(H) 1 of this title in the case of a
savings and loan holding company; or

(B) more than 25 percent of the voting
stock of one corporation is beneficially
owned in the aggregate by one or more per-
sons who also beneficially own in the aggre-
gate more than 25 percent of the voting
stock of the other corporation; or

(C) one of the corporations is a trust com-
pany all of the stock of which, except for di-
rectors qualifying shares, was owned by one
or more mutual savings banks on November
10, 1978, and the other corporation is a mu-
tual savings bank; or

(D) one of the corporations is a bank, in-
sured by the Federal Deposit Insurance Cor-
poration and chartered under State law, and
is a bankers’ bank, described in Paragraph
Seventh of section 24 of this title; or

(E) one of the corporations is a bank, char-
tered under State law and insured by the
Federal Deposit Insurance Corporation, the
voting securities of which are held only by
persons who are officers of other banks, as
permitted by State law, and which bank is
primarily engaged in providing banking
services for other banks and not the public:
Provided, however, That in no case shall the
voting securities of such corporation be held
by such officers of other banks in excess of
6 per centum of the paid-in capital and 6 per
centum of the surplus of such a bank.2

(4) the term ‘‘management official’’ means
an employee or officer with management func-

tions, a director (including an advisory or hon-
orary director, except in the case of a deposi-
tory institution with total assets of less than
$100,000,000), a trustee of a business organiza-
tion under the control of trustees, or any per-
son who has a representative or nominee serv-
ing in any such capacity: Provided, That if a
corporator, trustee, director, or other officer
of a State-chartered savings bank or coopera-
tive bank is specifically authorized under the
laws of the State in which said institution is
located to serve as a trustee, director, or other
officer of a State-chartered trust company
which does not make real estate mortgage
loans and does not accept savings deposits
from natural persons, then, for the purposes of
this chapter, such corporator, trustee, direc-
tor, or other officer shall not be deemed to be
a management official of such trust company:
And provided further, That if a management of-
ficial of a State-chartered trust company
which does not make real estate mortgage
loans and does not accept savings deposits
from natural persons is specifically authorized
under the laws of the State in which said insti-
tution is located to serve as a corporator,
trustee, director, or other officer of a State-
chartered savings bank or cooperative bank,
then, for the purposes of this chapter, such
management official shall not be deemed to be
a management official of any such savings
bank or cooperative bank;

(5) the term ‘‘office’’ used with reference to
a depository institution means either a prin-
cipal office or a branch; and

(6) the term ‘‘appropriate Federal depository
institutions regulatory agency’’ means, with
respect to any depository institution or depos-
itory holding company, the agency referred to
in section 3207 of this title in connection with
such institution or company.

(Pub. L. 95–630, title II, § 202, Nov. 10, 1978, 92
Stat. 3672; Pub. L. 100–650, §§ 2, 3, 5(b)(1), Nov. 10,
1988, 102 Stat. 3819, 3820; Pub. L. 103–325, title III,
§ 322(c)(2), Sept. 23, 1994, 108 Stat. 2227.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this title’’, meaning title II of Pub. L. 95–630, Nov. 10,
1978, 92 Stat. 3672, known as the Depository Manage-
ment Interlocks Act, which enacted this chapter,
amended sections 1464, 1730, and 1818 of this title, and
enacted provisions set out as a note below. For com-
plete classification of this Act to the Code, see Short
Title note set out below and Tables.

Section 1730a of this title, referred to in pars. (2) and
(3)(A), was repealed by Pub. L. 101–73, title IV, § 407,
Aug. 9, 1989, 103 Stat. 363.

AMENDMENTS

1994—Par. (3)(D). Pub. L. 103–325 substituted ‘‘and is a
bankers’ bank, described in Paragraph Seventh of sec-
tion 24 of this title; or’’ for ‘‘the voting securities of
which are held by other banks, as permitted by State
law, and which bank is primarily engaged in providing
banking services for other banks and not the public:
Provided, however, That in no case shall the voting se-
curities of such corporation be held by any such other
bank in excess of 5 per centum of the paid-in capital
and 5 per centum of the surplus of such other bank; or’’.

1988—Par. (3)(B). Pub. L. 100–650, § 2, substituted ‘‘25
percent’’ for ‘‘50 per centum’’ in two places.

Par. (4). Pub. L. 100–650, § 3, substituted ‘‘(including
an advisory or honorary director, except in the case of
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a depository institution with total assets of less than
$100,000,000)’’ for ‘‘(including an advisory or honorary
director)’’.

Par. (6). Pub. L. 100–650, § 5(b)(1), added par. (6).

EFFECTIVE DATE

Chapter effective upon the expiration of 120 days
after Nov. 10, 1978, see section 2101 of Pub. L. 95–630, set
out as an Effective Date note under section 375b of this
title.

SHORT TITLE OF 1988 AMENDMENT

Section 1 of Pub. L. 100–650 provided that: ‘‘This Act
[amending sections 3201, 3204, and 3205 of this title] may
be referred to as the ‘Management Interlocks Revision
Act of 1988’.’’

SHORT TITLE

Section 201 of title II of Pub. L. 95–630 provided that:
‘‘This title [enacting this chapter and amending sec-
tions 1464, 1730, and 1818 of this title] may be cited as
the ‘Depository Institution Management Interlocks
Act’.’’

§ 3202. Dual service of management official as
management official of unaffiliated institu-
tion or holding company in same area, town,
or village prohibited

A management official of a depository institu-
tion or a depository holding company may not
serve as a management official of any other de-
pository institution or depository holding com-
pany not affiliated therewith if an office of one
of the institutions or any depository institution
that is an affiliate of such institutions is located
within either—

(1) the same primary metropolitan statis-
tical area, the same metropolitan statistical
area, or the same consolidated metropolitan
statistical area that is not comprised of des-
ignated primary metropolitan statistical areas
as defined by the Office of Management and
Budget, except in the case of depository insti-
tutions with less than $20,000,000 in assets in
which case the provision of paragraph (2) shall
apply, as that in which an office of the other
institution or any depository institution that
is an affiliate of such other institution is lo-
cated, or

(2) the same city, town, or village as that in
which an office of the other institution or any
depository institution that is an affiliate of
such other institution is located, or in any
city, town, or village contiguous or adjacent
thereto.

(Pub. L. 95–630, title II, § 203, Nov. 10, 1978, 92
Stat. 3673; Pub. L. 98–181, title VII, § 701(c), Nov.
30, 1983, 97 Stat. 1267.)

AMENDMENTS

1983—Par. (1). Pub. L. 98–181 substituted ‘‘primary
metropolitan statistical area, the same metropolitan
statistical area, or the same consolidated metropolitan
statistical area that is not comprised of designated pri-
mary metropolitan statistical areas’’ for ‘‘standard
metropolitan statistical area’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3204, 3205, 3207
of this title.

§ 3203. Dual service of management official of
$2,500,000,000 institution or holding company
as management official of unaffiliated
$1,500,000,000 institution or holding company
prohibited

If a depository institution or a depository
holding company has total assets exceeding
$2,500,000,000, a management official of such in-
stitution or any affiliate thereof may not serve
as a management official of any other non-
affiliated depository institution or depository
holding company having total assets exceeding
$1,500,000,000 or as a management official of any
affiliate of such other institution. In order to
allow for inflation or market changes, the ap-
propriate Federal depository institutions regu-
latory agencies may, by regulation, adjust, as
necessary, the amount of total assets required
for depository institutions or depository holding
companies under this section.

(Pub. L. 95–630, title II, § 204, Nov. 10, 1978, 92
Stat. 3673; Pub. L. 104–208, div. A, title II,
§ 2210(a), Sept. 30, 1996, 110 Stat. 3009–409.)

AMENDMENTS

1996—Pub. L. 104–208 substituted ‘‘$2,500,000,000’’ for
‘‘$1,000,000,000’’ and ‘‘$1,500,000,000’’ for ‘‘$500,000,000’’
and inserted at end ‘‘In order to allow for inflation or
market changes, the appropriate Federal depository in-
stitutions regulatory agencies may, by regulation, ad-
just, as necessary, the amount of total assets required
for depository institutions or depository holding com-
panies under this section.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3204, 3205, 3207
of this title.

§ 3204. Exceptions

The prohibitions contained in sections 3202
and 3203 of this title shall not apply in the case
of any one or more of the following or subsidiary
thereof:

(1) A depository institution or depository
holding company which has been placed for-
mally in liquidation, or which is in the hands
of a receiver, conservator, or other official ex-
ercising a similar function.

(2) A corporation operating under section 25
or 25(a) 1 of the Federal Reserve Act [12 U.S.C.
601 et seq., 611 et seq.].

(3) A credit union being served by a manage-
ment official of another credit union.

(4) A depository institution or depository
holding company which does not do business
within any State of the United States, the Dis-
trict of Columbia, any territory of the United
States, Puerto Rico, Guam, American Samoa,
or the Virgin Islands except as an incident to
its activities outside the United States.

(5) A State-chartered savings and loan guar-
anty corporation.

(6) A Federal Home Loan Bank or any other
bank organized specifically to serve depository
institutions.

(7) A depository institution or a depository
holding company which—

(A) is closed or is in danger of closing, as
determined by the appropriate Federal de-
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pository institutions regulatory agency in
accordance with regulations prescribed by
such agency; and

(B) is acquired by another depository insti-
tution or depository holding company,

during the 5-year period beginning on the date
of the acquisition of the depository institution
or depository holding company described in
subparagraph (A).

(8)(A) A diversified savings and loan holding
company (as defined in section 1730a(a)(1)(F) 1

of this title) with respect to the service of a
director of such company who is also a direc-
tor of any nonaffiliated depository institution
or depository holding company (including a
savings and loan holding company) if—

(i) notice of the proposed dual service is
given by such diversified savings and loan
holding company to—

(I) the appropriate Federal depository in-
stitutions regulatory agency for such com-
pany; and

(II) the appropriate Federal depository
institutions regulatory agency for the non-
affiliated depository institution or deposi-
tory holding company of which such per-
son is also a director,

not less than 60 days before such dual service
is proposed to begin; and

(ii) the proposed dual service is not dis-
approved by any such appropriate Federal
depository institutions regulatory agency
before the end of such 60-day period.

(B) Any appropriate Federal depository in-
stitutions regulatory agency may disapprove,
under subparagraph (A)(ii), a notice of pro-
posed dual service by any individual if such
agency finds that—

(i) the dual service cannot be structured or
limited so as to preclude the dual service’s
resulting in a monopoly or substantial less-
ening of competition in financial services in
any part of the United States;

(ii) the dual service would lead to substan-
tial conflicts of interest or unsafe or un-
sound practices; or

(iii) the diversified savings and loan hold-
ing company has neglected, failed, or refused
to furnish all the information required by
such agency.

(C) Any appropriate Federal depository in-
stitutions regulatory agency may, at any time
after the end of the 60-day period referred to in
subparagraph (A), require that any dual serv-
ice by any individual which was not dis-
approved by such agency during such period be
terminated if a change in circumstances oc-
curs with respect to any depository institution
or depository holding company of which such
individual is a director that would have pro-
vided a basis for disapproval of the dual serv-
ice during such period.

(9) Any savings association (as defined in
section 10(a)(1)(A) of the Home Owners’ Loan
Act [12 U.S.C. 1467a(a)(1)(A)] or any savings
and loan holding company (as defined in sec-
tion 10(a)(1)(D) of such Act) which has issued
stock in connection with a qualified stock is-
suance pursuant to section 10(q) of such Act,

except that this paragraph shall apply only
with respect to service as a single manage-
ment official of such savings association or
holding company, or any subsidiary of such
savings association or holding company, by a
single management official of the savings and
loan holding company which purchased the
stock issued in connection with such qualified
stock issuance, and shall apply only when the
Director of the Office of Thrift Supervision
has determined that such service is consistent
with the purposes of this chapter and the
Home Owners’ Loan Act [12 U.S.C. 1461 et
seq.].

(Pub. L. 95–630, title II, § 205, Nov. 10, 1978, 92
Stat. 3673; Pub. L. 97–320, title IV, § 425(d), Oct.
15, 1982, 96 Stat. 1524; Pub. L. 100–650, §§ 4, 5(a),
Nov. 10, 1988, 102 Stat. 3819; Pub. L. 101–73, title
VI, § 604(a), Aug. 9, 1989, 103 Stat. 410.)

REFERENCES IN TEXT

Section 25 of the Federal Reserve Act, referred to in
par. (2), is classified to subchapter I (§ 601 et seq.) of
chapter 6 of this title. Section 25(a) of the Federal Re-
serve Act, which is classified to subchapter II (§ 611 et
seq.) of chapter 6 of this title, was renumbered section
25A of that act by Pub. L. 102–242, title I, § 142(e)(2), Dec.
19, 1991, 105 Stat. 2281.

Section 1730a of this title, referred to in par. (8)(A),
was repealed by Pub. L. 101–73, title IV, § 407, Aug. 9,
1989, 103 Stat. 363.

This chapter, referred to in par. (9), was in the origi-
nal ‘‘this Act’’ and was translated as reading ‘‘this
title’’, meaning title II of Pub. L. 95–630, known as the
Depository Management Interlocks Act, to reflect the
probable intent of Congress.

The Home Owners’ Loan Act, referred to in par. (9),
is act June 13, 1933, ch. 64, 48 Stat. 128, as amended,
which is classified generally to chapter 12 (§ 1461 et seq.)
of this title. For complete classification of this Act to
the Code, see section 1461 of this title and Tables.

AMENDMENTS

1989—Par. (9). Pub. L. 101–73 added par. (9).
1988—Par. (7). Pub. L. 100–650, § 4, added par. (7).
Par. (8). Pub. L. 100–650, § 5(a), added par. (8).
1982—Par. (2). Pub. L. 97–320 substituted ‘‘25(a)’’ for

‘‘25A’’.

§ 3205. Management official in position prior to
November 10, 1978

(a) Continuation of service
A person whose service in a position as a man-

agement official began prior to November 10,
1978, and who was not immediately prior to No-
vember 10, 1978, in violation of section 19 of title
15 is not prohibited by section 3202 or section
3203 of this title from continuing to serve in that
position. The appropriate Federal depository in-
stitutions regulatory agency may provide a rea-
sonable period of time for compliance with this
chapter, not exceeding fifteen months, after any
change in circumstances which makes service
described in the preceding sentence prohibited
by this chapter, except that a merger, acquisi-
tion, increase in total assets, establishment of
one or more offices, or change in management
responsibilities shall not constitute changes in
circumstances which would make such service
prohibited by section 3202 or section 3203 of this
title.
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(b) Depository institution and diversified savings
and loan holding company

Effective on November 10, 1978, a person who
serves as a management official of a company
which is not a depository institution or a deposi-
tory holding company and as a management of-
ficial of a depository institution or a depository
holding company is not prohibited from continu-
ing to serve as a management official of that de-
pository institution or depository holding com-
pany as a result of that company which is not a
depository institution or depository holding
company becoming a diversified savings and
loan holding company as that term is defined in
section 1730a(a) 1 of this title.

(Pub. L. 95–630, title II, § 206, Nov. 10, 1978, 92
Stat. 3674; Pub. L. 97–110, title III, § 302, Dec. 26,
1981, 95 Stat. 1515; Pub. L. 100–650, §§ 5(b)(2), 6,
Nov. 10, 1988, 102 Stat. 3820, 3821; Pub. L. 103–325,
title III, § 338(a), Sept. 23, 1994, 108 Stat. 2235;
Pub. L. 104–208, div. A, title II, § 2210(b), Sept. 30,
1996, 110 Stat. 3009–410.)

REFERENCES IN TEXT

Section 1730a of this title, referred to in subsec. (b),
was repealed by Pub. L. 101–73, title IV, § 407, Aug. 9,
1989, 103 Stat. 363.

AMENDMENTS

1996—Subsec. (a). Pub. L. 104–208, § 2210(b)(1), struck
out ‘‘for a period of, subject to the requirements of sub-
section (c) of this section, 20 years after November 10,
1978’’ after ‘‘continuing to serve in that position’’.

Subsec. (b). Pub. L. 104–208, § 2210(b)(2), struck out at
end ‘‘This subsection shall expire, subject to the re-
quirements of subsection (c) of this section, 20 years
after November 10, 1978.’’

Subsec. (c). Pub. L. 104–208, § 2210(b)(3), struck out
subsec. (c) which related to review of existing manage-
ment interlocks.

1994—Subsecs. (a), (b). Pub. L. 103–325, § 338(a)(1), sub-
stituted ‘‘, subject to the requirements of subsection
(c) of this section, 20 years after November 10, 1978’’ for
‘‘15 years after November 10, 1978’’.

Subsec. (c). Pub. L. 103–325, § 338(a)(2), added subsec.
(c).

1988—Subsec. (a). Pub. L. 100–650, § 5(b)(2), substituted
‘‘depository institutions regulatory agency’’ for ‘‘bank-
ing agency (as set forth in section 3207 of this title)’’.

Pub. L. 100–650, § 6, substituted ‘‘15 years’’ for ‘‘ten
years’’.

Subsec. (b). Pub. L. 100–650, § 6, substituted ‘‘15 years’’
for ‘‘ten years’’.

1981—Pub. L. 97–110 designated existing provisions as
subsec. (a), inserted provision that a merger, acquisi-
tion, increase in total assets, establishment of one or
more offices, or change in management responsibilities
shall not constitute changes in circumstances which
would make such service prohibited by section 3202 or
3203 of this title, and added subsec. (b).

§ 3206. Administration and enforcement

This chapter shall be administered and en-
forced by—

(1) the Comptroller of the Currency with re-
spect to national banks and banks located in
the District of Columbia,

(2) the Board of Governors of the Federal Re-
serve System with respect to State banks
which are members of the Federal Reserve
System, and bank holding companies,

(3) the Board of Directors of the Federal De-
posit Insurance Corporation with respect to

State banks which are not members of the
Federal Reserve System but the deposits of
which are insured by the Federal Deposit In-
surance Corporation,

(4) the Director of the Office of Thrift Super-
vision with respect to a savings association
(the deposits of which are insured by the Fed-
eral Deposit Insurance Corporation) and sav-
ings and loan holding companies,

(5) the National Credit Union Administra-
tion with respect to credit unions the accounts
of which are insured by the National Credit
Union Administration, and

(6) upon referral by the agencies named in
the foregoing paragraphs (1) through (5), the
Attorney General shall have the authority to
enforce compliance by any person with this
chapter.

(Pub. L. 95–630, title II, § 207, Nov. 10, 1978, 92
Stat. 3674; Pub. L. 101–73, title VII, § 744(r), Aug.
9, 1989, 103 Stat. 440.)

AMENDMENTS

1989—Par. (4). Pub. L. 101–73 amended par. (4) gener-
ally. Prior to amendment, par. (4) read as follows: ‘‘the
Federal Home Loan Bank Board with respect to insti-
tutions the accounts of which are insured by the Fed-
eral Savings and Loan Insurance Corporation, and sav-
ings and loan holding companies,’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3608 of this title.

§ 3207. Rules and regulations

Regulations to carry out this chapter, includ-
ing regulations that permit service by a man-
agement official that would otherwise be prohib-
ited by section 3202 of this title or section 3203
of this title, if such service would not result in
a monopoly or substantial lessening of competi-
tion, may be prescribed by—

(1) the Comptroller of the Currency with re-
spect to national banks and banks located in
the District of Columbia,

(2) the Board of Governors of the Federal Re-
serve System with respect to State banks
which are members of the Federal Reserve
System, and bank holding companies,

(3) the Board of Directors of the Federal De-
posit Insurance Corporation with respect to
State banks which are not members of the
Federal Reserve System but the deposits of
which are insured by the Federal Deposit In-
surance Corporation,

(4) the Director of the Office of Thrift Super-
vision with respect to institutions the ac-
counts of which are insured by the Federal De-
posit Insurance Corporation, and savings and
loan holding companies, and

(5) the National Credit Union Administra-
tion with respect to credit unions the accounts
of which are insured by the National Credit
Union Administration.

(Pub. L. 95–630, title II, § 209, Nov. 10, 1978, 92
Stat. 3675; Pub. L. 103–325, title III, § 338(b), Sept.
23, 1994, 108 Stat. 2236; Pub. L. 104–208, div. A,
title II, § 2210(c), Sept. 30, 1996, 110 Stat. 3009–410.)

AMENDMENTS

1996—Pub. L. 104–208 redesignated subsec. (a) as entire
section, in introductory provisions, substituted ‘‘Regu-
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lations’’ for ‘‘Rules and regulations’’ and inserted
‘‘, including regulations that permit service by a man-
agement official that would otherwise be prohibited by
section 3202 of this title or section 3203 of this title, if
such service would not result in a monopoly or substan-
tial lessening of competition,’’ after ‘‘chapter’’, in par.
(4), substituted ‘‘Director of the Office of Thrift Super-
vision’’ for ‘‘Federal Home Loan Bank Board’’ and
‘‘Federal Deposit Insurance Corporation’’ for ‘‘Federal
Savings and Loan Insurance Corporation’’, and struck
out subsecs. (b) and (c), which related to regulatory
standards, and to limited exception for management of-
ficial consignment program, respectively.

1994—Pub. L. 103–325 designated existing provisions as
subsec. (a), inserted heading, struck out ‘‘, including
rules or regulations which permit service by a manage-
ment official which would otherwise be prohibited by
section 3202 or section 3203 of this title,’’ after ‘‘Rules
and regulations to carry out this chapter’’ in introduc-
tory provisions, and added subsecs. (b) and (c).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3201 of this title.

§ 3208. Powers available to Attorney General for
enforcement

(a) For the purpose of the exercise by the At-
torney General of his enforcement functions
under section 3206(6) of this title, all of the func-
tions and powers of the Attorney General under
the Clayton Act [15 U.S.C. 12 et seq.] are avail-
able to the Attorney General, irrespective of
any jurisdictional tests in the Clayton Act, in-
cluding the power to take enforcement actions
in the same manner as if the violation had been
a violation of the Clayton Act.

(b) All of the functions and powers of the At-
torney General or the Assistant Attorney Gen-
eral in charge of the Antitrust Division of the
Department of Justice are available to the At-
torney General or to such Assistant Attorney
General to investigate possible violations under
section 3206(6) of this title in the same manner
as if such possible violations were possible viola-
tions of the Clayton Act [15 U.S.C. 12 et seq.].

(Pub. L. 95–630, title II, § 210, as added Pub. L.
97–320, title IV, § 426, Oct. 15, 1982, 96 Stat. 1524.)

REFERENCES IN TEXT

The Clayton Act, referred to in text, is act Oct. 15,
1914, ch. 323, 38 Stat. 730, as amended, which is classified
generally to sections 12, 13, 14 to 19, 20, 21, and 22 to 27
of Title 15, Commerce and Trade, and sections 52 and 53
of Title 29, Labor. For further details and complete
classification of this Act to the Code, see References in
Text note set out under section 12 of Title 15 and
Tables.

CHAPTER 34�FEDERAL FINANCIAL
INSTITUTIONS EXAMINATION COUNCIL

Sec.
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(d) Designation of officers and employ-
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of supervisory tools.
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(a) Authority of Chairman of Council.
(b) Use of personnel, services, and facili-

ties of Federal financial institu-
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CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in title 42 section 4012a.

§ 3301. Declaration of purpose

It is the purpose of this chapter to establish a
Financial Institutions Examination Council
which shall prescribe uniform principles and
standards for the Federal examination of finan-
cial institutions by the Office of the Comptroller
of the Currency, the Federal Deposit Insurance
Corporation, the Board of Governors of the Fed-
eral Reserve System, the Federal Home Loan
Bank Board, and the National Credit Union Ad-
ministration and make recommendations to pro-
mote uniformity in the supervision of these fi-
nancial institutions. The Council’s actions shall
be designed to promote consistency in such ex-
amination and to insure progressive and vigilant
supervision.

(Pub. L. 95–630, title X, § 1002, Nov. 10, 1978, 92
Stat. 3694.)

EFFECTIVE DATE

Chapter effective upon the expiration of 120 days
after Nov. 10, 1978, see section 2101 of Pub. L. 95–630, set
out as a note under section 375b of this title.

SHORT TITLE

Section 1001 of title X of Pub. L. 95–630 provided that:
‘‘This title [enacting this chapter and amending section
67 of former Title 31, Money and Finance] may be cited
as the ‘Federal Financial Institutions Examination
Council Act of 1978’.’’

TRANSFER OF FUNCTIONS

Federal Home Loan Bank Board abolished and func-
tions transferred, see sections 401 to 406 of Pub. L.
101–73, set out as a note under section 1437 of this title.

§ 3302. Definitions

As used in this chapter—



Page 1431 TITLE 12—BANKS AND BANKING § 3305

1 So in original. The semicolon probably should be a period.
1 So in original. Probably should be followed by ‘‘, and’’.

(1) the term ‘‘Federal financial institutions
regulatory agencies’’ means the Office of the
Comptroller of the Currency, the Board of
Governors of the Federal Reserve System, the
Federal Deposit Insurance Corporation, the
Office of Thrift Supervision, and the National
Credit Union Administration;

(2) the term ‘‘Council’’ means the Financial
Institutions Examination Council; and

(3) the term ‘‘financial institution’’ means a
commercial bank, a savings bank, a trust com-
pany, a savings association, a building and
loan association, a homestead association, a
cooperative bank, or a credit union; 1

(Pub. L. 95–630, title X, § 1003, Nov. 10, 1978, 92
Stat. 3694; Pub. L. 101–73, title VII, § 744(a)(1),
Aug. 9, 1989, 103 Stat. 438.)

AMENDMENTS

1989—Par. (1). Pub. L. 101–73, § 744(a)(1)(A), substituted
‘‘Office of Thrift Supervision’’ for ‘‘Federal Home Loan
Bank Board’’.

Par. (3). Pub. L. 101–73, § 744(a)(1)(B), substituted ‘‘sav-
ings association’’ for ‘‘savings and loan association’’.

§ 3303. Financial Institutions Examination Coun-
cil

(a) Establishment; composition
There is established the Financial Institutions

Examination Council which shall consist of—
(1) the Comptroller of the Currency,
(2) the Chairman of the Board of Directors of

the Federal Deposit Insurance Corporation,
(3) a Governor of the Board of Governors of

the Federal Reserve System designated by the
Chairman of the Board,

(4) the Director, Office of Thrift Super-
vision 1

(5) the Chairman of the National Credit
Union Administration Board.

(b) Chairmanship
The members of the Council shall select the

first chairman of the Council. Thereafter the
chairmanship shall rotate among the members
of the Council.
(c) Term of office

The term of the Chairman of the Council shall
be two years.
(d) Designation of officers and employees

The members of the Council may, from time
to time, designate other officers or employees of
their respective agencies to carry out their du-
ties on the Council.
(e) Compensation and expenses

Each member of the Council shall serve with-
out additional compensation but shall be enti-
tled to reasonable expenses incurred in carrying
out his official duties as such a member.

(Pub. L. 95–630, title X, § 1004, Nov. 10, 1978, 92
Stat. 3694; Pub. L. 101–73, title VII, § 744(a)(2),
Aug. 9, 1989, 103 Stat. 438.)

AMENDMENTS

1989—Subsec. (a)(4). Pub. L. 101–73 substituted ‘‘Direc-
tor, Office of Thrift Supervision’’ for ‘‘Chairman of the
Federal Home Loan Bank Board, and’’.

§ 3304. Costs and expenses of Council

One-fifth of the costs and expenses of the
Council, including the salaries of its employees,
shall be paid by each of the Federal financial in-
stitutions regulatory agencies. Annual assess-
ments for such share shall be levied by the
Council based upon its projected budget for the
year, and additional assessments may be made
during the year if necessary.

(Pub. L. 95–630, title X, § 1005, Nov. 10, 1978, 92
Stat. 3695.)

§ 3305. Functions of Council

(a) Establishment of principles and standards
The Council shall establish uniform principles

and standards and report forms for the examina-
tion of financial institutions which shall be ap-
plied by the Federal financial institutions regu-
latory agencies.

(b) Making recommendations regarding super-
visory matters and adequacy of supervisory
tools

(1) The Council shall make recommendations
for uniformity in other supervisory matters,
such as, but not limited to, classifying loans
subject to country risk, identifying financial in-
stitutions in need of special supervisory atten-
tion, and evaluating the soundness of large loans
that are shared by two or more financial institu-
tions. In addition, the Council shall make rec-
ommendations regarding the adequacy of super-
visory tools for determining the impact of hold-
ing company operations on the financial institu-
tions within the holding company and shall con-
sider the ability of supervisory agencies to dis-
cover possible fraud or questionable and illegal
payments and practices which might occur in
the operation of financial institutions or their
holding companies.

(2) When a recommendation of the Council is
found unacceptable by one or more of the appli-
cable Federal financial institutions regulatory
agencies, the agency or agencies shall submit to
the Council, within a time period specified by
the Council, a written statement of the reasons
the recommendation is unacceptable.

(c) Development of uniform reporting system
The Council shall develop uniform reporting

systems for federally supervised financial insti-
tutions, their holding companies, and non-
financial institution subsidiaries of such institu-
tions or holding companies. The authority to de-
velop uniform reporting systems shall not re-
strict or amend the requirements of section
78l(i) of title 15.

(d) Conducting schools for examiners and assist-
ant examiners

The Council shall conduct schools for examin-
ers and assistant examiners employed by the
Federal financial institutions regulatory agen-
cies. Such schools shall be open to enrollment
by employees of State financial institutions su-
pervisory agencies and employees of the Federal
Housing Finance Board under conditions speci-
fied by the Council.
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(e) Affect on Federal regulatory agency research
and development of new financial institu-
tions supervisory agencies

Nothing in this chapter shall be construed to
limit or discourage Federal regulatory agency
research and development of new financial insti-
tutions supervisory methods and tools, nor to
preclude the field testing of any innovation de-
vised by any Federal regulatory agency.

(f) Annual report
Not later than April 1 of each year, the Coun-

cil shall prepare an annual report covering its
activities during the preceding year.

(g) Flood insurance
The Council shall consult with and assist the

Federal entities for lending regulation, as such
term is defined in section 4121(a) of title 42, in
developing and coordinating uniform standards
and requirements for use by regulated lending
institutions under the national flood insurance
program.

(Pub. L. 95–630, title X, § 1006, Nov. 10, 1978, 92
Stat. 3695; Pub. L. 97–320, title IV, § 431, Oct. 15,
1982, 96 Stat. 1527; Pub. L. 101–73, title VII,
§ 744(a)(3), Aug. 9, 1989, 103 Stat. 438; Pub. L.
103–325, title V, § 530, Sept. 23, 1994, 108 Stat.
2267.)

AMENDMENTS

1994—Subsec. (g). Pub. L. 103–325 added subsec. (g).
1989—Subsec. (d). Pub. L. 101–73 inserted ‘‘and em-

ployees of the Federal Housing Finance Board’’ after
‘‘supervisory agencies’’.

1982—Subsec. (b)(2). Pub. L. 97–320 substituted ‘‘unac-
ceptable’’ for ‘‘unaccepted’’.

REPORT ON CONSISTENT USE OF FINANCIAL
TERMINOLOGY

Section 210 of Pub. L. 103–325 provided that: ‘‘Not
later than 2 years after the date of enactment of this
Act [Sept. 23, 1994], the Financial Institutions Exam-
ination Council shall report to the Congress on its rec-
ommendations for the use of consistent financial ter-
minology by depository institutions for small business
loans or leases of personal property which are sold for
the creation of small business related securities (as de-
fined in section 3(a)(53)(A) of the Securities Exchange
Act of 1934 [15 U.S.C. 78c(a)(53)(A)]).’’

EXAMINATION IMPROVEMENT PROGRAM

Pub. L. 102–242, title I, § 111(d), Dec. 19, 1991, 105 Stat.
2241, provided that:

‘‘(1) IN GENERAL.—The appropriate Federal banking
agencies, acting through the Federal Financial Institu-
tions Examination Council, shall each establish a com-
parable examination improvement program that meets
the requirements of paragraph (2).

‘‘(2) REQUIREMENTS.—An examination improvement
program meets the requirements of this paragraph if,
under the program, the agency is required—

‘‘(A) to periodically review the organization and
training of the staff of the agency who are respon-
sible for conducting examinations of insured deposi-
tory institutions and to make such improvements as
the agency determines to be appropriate to ensure
frequent, objective, and thorough examinations of
such institutions; and

‘‘(B) to increase the number of examiners, super-
visors, and other individuals employed by the agency
in connection with conducting or supervising exami-
nations of insured depository institutions to the ex-
tent necessary to ensure frequent, objective, and
thorough examinations of such institutions.’’

STUDY ON REGULATORY BURDEN

Pub. L. 102–242, title II, § 221, Dec. 19, 1991, 105 Stat.
2305, provided that:

‘‘(a) IN GENERAL.—Not later than 1 year after the
date of enactment of this Act [Dec. 19, 1991], the Fed-
eral Financial Institutions Examination Council, in
consultation with individuals representing insured de-
pository institutions, consumers, community groups,
and other interested parties, shall—

‘‘(1) review the policies and procedures, and record-
keeping and documentation requirements used to
monitor and enforce compliance with—

‘‘(A) all laws under the jurisdiction of the Federal
banking agencies; and

‘‘(B) all laws affecting insured depository institu-
tions under the jurisdiction of the Secretary of the
Treasury;
‘‘(2) determine whether such policies, procedures,

and requirements impose unnecessary burdens on in-
sured depository institutions; and

‘‘(3) identify any revisions of such policies, proce-
dures, and requirements that could reduce unneces-
sary burdens on insured depository institutions with-
out in any respect—

‘‘(A) diminishing either compliance with or en-
forcement of consumer laws in any respect; or

‘‘(B) endangering the safety and soundness of in-
sured depository institutions.

‘‘(b) REPORT.—Not later than 1 year after the date of
enactment of this Act [Dec. 19, 1991], the Federal Fi-
nancial Institutions Examination Council shall submit
to the Congress a report describing the revisions identi-
fied under subsection (a)(3).

‘‘(c) DEFINITIONS.—For purposes of this section, the
terms ‘insured depository institution’ and ‘Federal
banking agency’ have the same meanings as in section
3 of the Federal Deposit Insurance Act [12 U.S.C. 1813].’’

STUDY AND REPORT ASSESSING FEASIBILITY AND USE-
FULNESS OF DEPOSITORY INSTITUTIONS MAKING
SMALL BUSINESS LOANS TO COMPILE AND DISCLOSE
LOAN INFORMATION

Pub. L. 96–399, title III, § 340(d), Oct. 8, 1980, 94 Stat.
1659, directed Federal Financial Institutions Examina-
tion Council, in consultation with Administrator of
Small Business Administration, to conduct a study to
assess feasibility and usefulness of requiring depository
institutions which make small business loans to com-
pile and publicly disclose information regarding such
loans, and directed Council to submit a report on re-
sults of such study, together with recommendations, to
Senate Committee on Banking, Housing, and Urban Af-
fairs and House Committee on Banking, Finance and
Urban Affairs not later than Mar. 1, 1981.

EVALUATION AND REPORT ON FEASIBILITY AND DESIR-
ABILITY OF ESTABLISHING A UNIFIED SYSTEM FOR EN-
FORCING FAIR LENDING LAWS AND REGULATIONS

Pub. L. 96–399, title III, § 340(e), Oct. 8, 1980, 94 Stat.
1659, directed Federal Financial Institutions Examina-
tion Council to transmit a report to Congress not later
than Sept. 30, 1982, on feasibility and desirability of es-
tablishing a unified system for enforcing fair lending
laws and regulations, implementing Community Rein-
vestment Act of 1977 [12 U.S.C. 2901 et seq.], and satisfy-
ing public disclosure purposes of Home Mortgage Dis-
closure Act of 1975 [12 U.S.C. 2801 et seq.], such report
to evaluate status and effectiveness of data collection
and analysis systems of such agencies involving fair
lending and community reinvestment, and to outline
possible specific timetables for implementing such a
unified system.

§ 3306. State liaison

To encourage the application of uniform ex-
amination principles and standards by State and
Federal supervisory agencies, the Council shall
establish a liaison committee composed of five
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representatives of State agencies which super-
vise financial institutions which shall meet at
least twice a year with the Council. Members of
the liaison committee shall receive a reasonable
allowance for necessary expenses incurred in at-
tending meetings.

(Pub. L. 95–630, title X, § 1007, Nov. 10, 1978, 92
Stat. 3696.)

§ 3307. Administration

(a) Authority of Chairman of Council
The Chairman of the Council is authorized to

carry out and to delegate the authority to carry
out the internal administration of the Council,
including the appointment and supervision of
employees and the distribution of business
among members, employees, and administrative
units.
(b) Use of personnel, services, and facilities of

Federal financial institutions regulatory
agencies, Federal Reserve banks, and Fed-
eral Home Loan Banks

in 1 addition to any other authority conferred
upon it by this chapter, in carrying out its func-
tions under this chapter, the Council may uti-
lize, with their consent and to the extent prac-
tical, the personnel, services, and facilities of
the Federal financial institutions regulatory
agencies, Federal Reserve banks, and Federal
Home Loan Banks, with or without reimburse-
ment therefor.
(c) Compensation, authority, and duties of offi-

cers and employees; experts and consultants
In addition, the Council may—

(1) subject to the provisions of title 5 relat-
ing to the competitive service, classification,
and General Schedule pay rates, appoint and
fix the compensation of such officers and em-
ployees as are necessary to carry out the pro-
visions of this chapter, and to prescribe the
authority and duties of such officers and em-
ployees; and

(2) obtain the services of such experts and
consultants as are necessary to carry out the
provisions of this chapter.

(Pub. L. 95–630, title X, § 1008, Nov. 10, 1978, 92
Stat. 3696.)

REFERENCES IN TEXT

The provisions of title 5 relating to the competitive
service, referred to in subsec. (c), are classified gener-
ally to section 3301 et seq. of Title 5, Government Orga-
nization and Employees.

The provisions of title 5 relating to classification, re-
ferred to in subsec. (c), are classified generally to chap-
ter 51 (§ 5101 et seq.) and to subchapter III (§ 5331 et seq.)
of chapter 53 of Title 5.

The provisions of title 5 relating to General Schedule
pay rates, referred to in subsec. (c), are set out under
section 5332 of Title 5.

§ 3308. Access to books, accounts, records, etc., by
Council

For the purpose of carrying out this chapter,
the Council shall have access to all books, ac-
counts, records, reports, files, memorandums,
papers, things, and property belonging to or in

use by Federal financial institutions regulatory
agencies, including reports of examination of fi-
nancial institutions or their holding companies
from whatever source, together with workpapers
and correspondence files related to such reports,
whether or not a part of the report, and all with-
out any deletions.

(Pub. L. 95–630, title X, § 1009, Nov. 10, 1978, 92
Stat. 3696.)

§ 3309. Risk management training

(a) Seminars
The Council shall develop and administer

training seminars in risk management for its
employees and the employees of insured finan-
cial institutions.
(b) Study of risk management training program

Not later than end of the 1-year period begin-
ning on August 9, 1989, the Council shall—

(1) conduct a study on the feasibility and ap-
propriateness of establishing a formalized risk
management training program designed to
lead to the certification of Risk Management
Analysts; and

(2) report to the Congress the results of such
study.

(Pub. L. 95–630, title X, § 1009A, as added Pub. L.
101–73, title XII, § 1218, Aug. 9, 1989, 103 Stat. 546.)

§ 3310. Establishment of Appraisal Subcommittee

There shall be within the Council a sub-
committee to be known as the ‘‘Appraisal Sub-
committee’’, which shall consist of the designees
of the heads of the Federal financial institutions
regulatory agencies. Each such designee shall be
a person who has demonstrated knowledge and
competence concerning the appraisal profession.

(Pub. L. 95–630, title X, § 1011, as added Pub. L.
101–73, title XI, § 1102, Aug. 9, 1989, 103 Stat. 511.)

§ 3311. Required review of regulations

(a) In general
Not less frequently than once every 10 years,

the Council and each appropriate Federal bank-
ing agency represented on the Council shall con-
duct a review of all regulations prescribed by
the Council or by any such appropriate Federal
banking agency, respectively, in order to iden-
tify outdated or otherwise unnecessary regu-
latory requirements imposed on insured deposi-
tory institutions.
(b) Process

In conducting the review under subsection (a)
of this section, the Council or the appropriate
Federal banking agency shall—

(1) categorize the regulations described in
subsection (a) of this section by type (such as
consumer regulations, safety and soundness
regulations, or such other designations as de-
termined by the Council, or the appropriate
Federal banking agency); and

(2) at regular intervals, provide notice and
solicit public comment on a particular cat-
egory or categories of regulations, requesting
commentators to identify areas of the regula-
tions that are outdated, unnecessary, or un-
duly burdensome.
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(c) Complete review
The Council or the appropriate Federal bank-

ing agency shall ensure that the notice and com-
ment period described in subsection (b)(2) of this
section is conducted with respect to all regula-
tions described in subsection (a) of this section
not less frequently than once every 10 years.
(d) Regulatory response

The Council or the appropriate Federal bank-
ing agency shall—

(1) publish in the Federal Register a sum-
mary of the comments received under this sec-
tion, identifying significant issues raised and
providing comment on such issues; and

(2) eliminate unnecessary regulations to the
extent that such action is appropriate.

(e) Report to Congress
Not later than 30 days after carrying out sub-

section (d)(1) of this section, the Council shall
submit to the Congress a report, which shall in-
clude—

(1) a summary of any significant issues
raised by public comments received by the
Council and the appropriate Federal banking
agencies under this section and the relative
merits of such issues; and

(2) an analysis of whether the appropriate
Federal banking agency involved is able to ad-
dress the regulatory burdens associated with
such issues by regulation, or whether such
burdens must be addressed by legislative ac-
tion.

(Pub. L. 104–208, div. A, title II, § 2222, Sept. 30,
1996, 110 Stat. 3009–414.)

CODIFICATION

Section enacted as part of the Economic Growth and
Regulatory Paperwork Reduction Act of 1996, and also
as part of the Omnibus Consolidated Appropriations
Act, 1997, and not as part of the Federal Financial In-
stitutions Examination Council Act of 1978 which com-
prises this chapter.

CHAPTER 34A�APPRAISAL SUBCOMMITTEE
OF FEDERAL FINANCIAL INSTITUTIONS
EXAMINATION COUNCIL

Sec.
3331. Purpose.
3332. Functions of Appraisal Subcommittee.

(a) In general.
(b) Monitoring and reviewing foundation.

3333. Chairperson of Appraisal Subcommittee; term
of Chairperson; meetings.

(a) Chairperson.
(b) Meetings; quorum; voting.

3334. Officers and staff.
3335. Powers of Appraisal Subcommittee.
3336. Procedures for establishing appraisal stand-

ards and requiring use of certified and li-
censed appraisers.

3337. Startup funding.
(a) In general.
(b) Additional funds.
(c) Repayment of Treasury loan.

3338. Roster of State certified or licensed apprais-
ers; authority to collect and transmit fees.

(a) In general.
(b) Use of amounts appropriated or col-

lected.
3339. Functions of Federal financial institutions

regulatory agencies relating to appraisal
standards.

Sec.
3340. Time for proposal and adoption of standards.
3341. Functions of Federal financial institutions

regulatory agencies relating to appraiser
qualifications.

(a) In general.
(b) Threshold level.
(c) GAO study of appraisals in connec-

tion with real estate related finan-
cial transactions below threshold
level.

3342. Transactions requiring services of State cer-
tified appraiser.

3343. Transactions requiring services of State li-
censed appraiser.

3344. Time for proposal and adoption of rules.
3345. Certification and licensing requirements.

(a) In general.
(b) Restriction.
(c) ‘‘State licensed appraiser’’ defined.
(d) Additional qualification criteria.
(e) Authority of Appraisal Subcommit-

tee.
3346. Establishment of State appraiser certifying

and licensing agencies.
3347. Monitoring of State appraiser certifying and

licensing agencies.
(a) In general.
(b) Disapproval by Appraisal Subcommit-

tee.
(c) Rejection of State certifications and

licenses.
3348. Recognition of State certified and licensed

appraisers for purposes of this chapter.
(a) Effective date for use of certified or

licensed appraisers only.
(b) Temporary waiver of appraiser cer-

tification or licensing requirements
for State having scarcity of quali-
fied appraisers.

(c) Reports to State certifying and li-
censing agencies.

3349. Violations in obtaining and performing ap-
praisals in federally related transactions.

(a) Violations.
(b) Penalties.
(c) Proceeding.

3350. Definitions.
3351. Miscellaneous provisions.

(a) Temporary practice.
(b) Reciprocity.
(c) Supplemental funding.
(d) Prohibition against discrimination.
(e) Other requirements.
(f) Studies.

3352. Emergency exceptions for disaster areas.
(a) In general.
(b) 3-year limit on exceptions.
(c) Publication required.
(d) ‘‘Disaster area’’ defined.

§ 3331. Purpose

The purpose of this chapter is to provide that
Federal financial and public policy interests in
real estate related transactions will be pro-
tected by requiring that real estate appraisals
utilized in connection with federally related
transactions are performed in writing, in ac-
cordance with uniform standards, by individuals
whose competency has been demonstrated and
whose professional conduct will be subject to ef-
fective supervision.

(Pub. L. 101–73, title XI, § 1101, Aug. 9, 1989, 103
Stat. 511.)

§ 3332. Functions of Appraisal Subcommittee

(a) In general
The Appraisal Subcommittee shall—
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(1) monitor the requirements established by
States for the certification and licensing of in-
dividuals who are qualified to perform apprais-
als in connection with federally related trans-
actions, including a code of professional re-
sponsibility;

(2) monitor the requirements established by
the Federal financial institutions regulatory
agencies and the Resolution Trust Corporation
with respect to—

(A) appraisal standards for federally relat-
ed transactions under their jurisdiction, and

(B) determinations as to which federally
related transactions under their jurisdiction
require the services of a State certified ap-
praiser and which require the services of a
State licensed appraiser;

(3) maintain a national registry of State cer-
tified and licensed appraisers who are eligible
to perform appraisals in federally related
transactions; and

(4) Omitted.
(b) Monitoring and reviewing foundation

The Appraisal Subcommittee shall monitor
and review the practices, procedures, activities,
and organizational structure of the Appraisal
Foundation.

(Pub. L. 101–73, title XI, § 1103, Aug. 9, 1989, 103
Stat. 512.)

CODIFICATION

Paragraph (4) of subsection (a), which required the
Appraisal Subcommittee to submit an annual report to
Congress on the manner in which assigned functions
were carried out, terminated, effective May 15, 2000,
pursuant to section 3003 of Pub. L. 104–66, as amended,
set out as a note under section 1113 of Title 31, Money
and Finance. See, also, page 170 of House Document No.
103–7.

§ 3333. Chairperson of Appraisal Subcommittee;
term of Chairperson; meetings

(a) Chairperson
The Council shall select the Chairperson of the

subcommittee. The term of the Chairperson
shall be 2 years.
(b) Meetings; quorum; voting

The Appraisal Subcommittee shall meet at the
call of the Chairperson or a majority of its mem-
bers when there is business to be conducted. A
majority of members of the Appraisal Sub-
committee shall constitute a quorum but 2 or
more members may hold hearings. Decisions of
the Appraisal Subcommittee shall be made by
the vote of a majority of its members.

(Pub. L. 101–73, title XI, § 1104, Aug. 9, 1989, 103
Stat. 512.)

§ 3334. Officers and staff

The Chairperson of the Appraisal Subcommit-
tee shall appoint such officers and staff as may
be necessary to carry out the functions of this
chapter consistent with the appointment and
compensation practices of the Council.

(Pub. L. 101–73, title XI, § 1105, Aug. 9, 1989, 103
Stat. 512.)

§ 3335. Powers of Appraisal Subcommittee

The Appraisal Subcommittee may, for the pur-
pose of carrying out this chapter, establish advi-

sory committees, hold hearings, sit and act at
times and places, take testimony, receive evi-
dence, provide information, and perform re-
search, as the Appraisal Subcommittee consid-
ers appropriate.

(Pub. L. 101–73, title XI, § 1106, Aug. 9, 1989, 103
Stat. 512.)

§ 3336. Procedures for establishing appraisal
standards and requiring use of certified and
licensed appraisers

Appraisal standards and requirements for
using State certified and licensed appraisers in
federally related transactions pursuant to this
chapter shall be prescribed in accordance with
procedures set forth in section 553 of title 5, in-
cluding the publication of notice and receipt of
written comments or the holding of public hear-
ings with respect to any standards or require-
ments proposed to be established.

(Pub. L. 101–73, title XI, § 1107, Aug. 9, 1989, 103
Stat. 513.)

§ 3337. Startup funding

(a) In general
For purposes of this chapter, the Secretary of

the Treasury shall pay to the Appraisal Sub-
committee a one-time payment of $5,000,000 on
August 9, 1989. Thereafter, expenses of the sub-
committee shall be funded through the collec-
tion of registry fees from certain certified and
licensed appraisers pursuant to section 3338 of
this title or, if required, pursuant to section
3351(b) 1 of this title.

(b) Additional funds
Except as provided in section 3351(b) 1 of this

title, funds in addition to the funds provided
under subsection (a) of this section may be made
available to the Appraisal Subcommittee only if
authorized and appropriated by law.

(c) Repayment of Treasury loan
Not later than September 30, 1998, the Ap-

praisal Subcommittee shall repay to the Sec-
retary of the Treasury the unpaid portion of the
$5,000,000 paid to the Appraisal Subcommittee
pursuant to this section.

(Pub. L. 101–73, title XI, § 1108, Aug. 9, 1989, 103
Stat. 513; Pub. L. 104–208, div. A, title II, § 2212,
Sept. 30, 1996, 110 Stat. 3009–411.)

REFERENCES IN TEXT

Section 3351(b) of this title, referred to in text, was
redesignated section 3351(c) of this title by Pub. L.
103–325, title III, § 315(1), Sept. 23, 1994, 108 Stat. 2222.

AMENDMENTS

1996—Subsec. (c). Pub. L. 104–208 added subsec. (c).

§ 3338. Roster of State certified or licensed ap-
praisers; authority to collect and transmit
fees

(a) In general
Each State with an appraiser certifying and li-

censing agency whose certifications and licenses
comply with this chapter, shall—
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(1) transmit to the Appraisal Subcommittee,
no less than annually, a roster listing individ-
uals who have received a State certification or
license in accordance with this chapter; and

(2) collect from such individuals who per-
form or seek to perform appraisals in federally
related transactions, an annual registry fee of
not more than $25, such fees to be transmitted
by the State agencies to the Council on an an-
nual basis.

Subject to the approval of the Council, the Ap-
praisal Subcommittee may adjust the dollar
amount of registry fees, up to a maximum of $50
per annum, as necessary to carry out its func-
tions under this chapter.

(b) Use of amounts appropriated or collected
Amounts appropriated for or collected by the

Appraisal Subcommittee under this section
shall be used—

(1) to maintain a registry of individuals who
are qualified and eligible to perform appraisals
in connection with federally related trans-
actions;

(2) to support its activities under this chap-
ter;

(3) to reimburse the general fund of the
Treasury for amounts appropriated to and ex-
pended by the Appraisal Subcommittee during
the 24-month startup period following August
9, 1989; and

(4) to make grants in such amounts as it
deems appropriate to the Appraisal Founda-
tion, to help defray those costs of the founda-
tion relating to the activities of its Appraisal
Standards and Appraiser Qualification Boards.

(Pub. L. 101–73, title XI, § 1109, Aug. 9, 1989, 103
Stat. 513.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3337 of this title.

§ 3339. Functions of Federal financial institutions
regulatory agencies relating to appraisal
standards

Each Federal financial institutions regulatory
agency and the Resolution Trust Corporation
shall prescribe appropriate standards for the
performance of real estate appraisals in connec-
tion with federally related transactions under
the jurisdiction of each such agency or instru-
mentality. These rules shall require, at a mini-
mum—

(1) that real estate appraisals be performed
in accordance with generally accepted ap-
praisal standards as evidenced by the ap-
praisal standards promulgated by the Ap-
praisal Standards Board of the Appraisal
Foundation; and

(2) that such appraisals shall be written ap-
praisals.

Each such agency or instrumentality may re-
quire compliance with additional standards if it
makes a determination in writing that such ad-
ditional standards are required in order to prop-
erly carry out its statutory responsibilities.

(Pub. L. 101–73, title XI, § 1110, Aug. 9, 1989, 103
Stat. 514.)

§ 3340. Time for proposal and adoption of stand-
ards

Appraisal standards established under this
chapter shall be proposed not later than 6
months and shall be adopted in final form and
become effective not later than 12 months after
August 9, 1989.

(Pub. L. 101–73, title XI, § 1111, Aug. 9, 1989, 103
Stat. 514.)

§ 3341. Functions of Federal financial institutions
regulatory agencies relating to appraiser
qualifications

(a) In general
Each Federal financial institutions regulatory

agency and the Resolution Trust Corporation
shall prescribe, in accordance with sections 3342
and 3343 of this title, which categories of feder-
ally related transactions should be appraised by
a State certified appraiser and which by a State
licensed appraiser under this chapter.
(b) Threshold level

Each Federal financial institutions regulatory
agency and the Resolution Trust Corporation
may establish a threshold level at or below
which a certified or licensed appraiser is not re-
quired to perform appraisals in connection with
federally related transactions, if such agency de-
termines in writing that such threshold level
does not represent a threat to the safety and
soundness of financial institutions.
(c) GAO study of appraisals in connection with

real estate related financial transactions
below threshold level

(1) GAO studies
The Comptroller General of the United

States may conduct, under such conditions as
the Comptroller General determines appro-
priate, studies on the adequacy and quality of
appraisals or evaluations conducted in connec-
tion with real estate related financial trans-
actions below the threshold level established
under subsection (b) of this section, taking
into account—

(A) the cost to any financial institution in-
volved in any such transaction;

(B) the possibility of losses to the Bank In-
surance Fund, the Savings Association In-
surance Fund, or the National Credit Union
Share Insurance Fund;

(C) the cost to any customer involved in
any such transaction; and

(D) the effect on low-income housing.

(2) Reports to Congress and the appropriate
Federal financial institutions regulatory
agencies

Upon completing each of the studies referred
to in paragraph (1), the Comptroller General
shall submit a report on the Comptroller Gen-
eral’s findings and conclusions with respect to
such study to the Federal financial institu-
tions regulatory agencies, the Committee on
Banking, Finance and Urban Affairs of the
House of Representatives, and the Committee
on Banking, Housing, and Urban Affairs of the
Senate, together with such recommendations
for legislative or administrative action as the
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1 So in original. Probably should be ‘‘de minimis’’.

Comptroller General determines to be appro-
priate.

(Pub. L. 101–73, title XI, § 1112, Aug. 9, 1989, 103
Stat. 514; Pub. L. 102–550, title IX, § 954, Oct. 28,
1992, 106 Stat. 3894; Pub. L. 104–208, div. A, title
II, § 2704(d)(15)(B), Sept. 30, 1996, 110 Stat.
3009–495; Pub. L. 104–316, title I, § 106(g), Oct. 19,
1996, 110 Stat. 3831.)

AMENDMENTS

1996—Subsec. (c)(1). Pub. L. 104–316, § 106(g)(1)(A), (2),
in heading substituted ‘‘GAO studies’’ for ‘‘Study re-
quired’’, and in text substituted ‘‘The Comptroller Gen-
eral of the United States may conduct, under such con-
ditions as the Comptroller General determines appro-
priate, studies’’ for ‘‘At the end of the 18-month period,
and the end of the 36-month period, beginning on Octo-
ber 28, 1992, the Comptroller General of the United
States shall conduct a study’’.

Subsec. (c)(1)(B). Pub. L. 104–208, which directed sub-
stitution of ‘‘Deposit Insurance Fund’’ for ‘‘Bank Insur-
ance Fund, the Savings Association Insurance Fund,’’,
was not executed. See Effective Date of 1996 Amend-
ment note below.

Subsec. (c)(2). Pub. L. 104–316, § 106(g)(1)(B), sub-
stituted ‘‘referred to in’’ for ‘‘required under’’.

1992—Pub. L. 102–550 designated existing provisions as
subsec. (a), inserted heading, and added subsecs. (b) and
(c).

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104–208 effective Jan. 1, 1999,
if no insured depository institution is a savings asso-
ciation on that date, see section 2704(c) of Pub. L.
104–208, set out as a note under section 1821 of this title.

§ 3342. Transactions requiring services of State
certified appraiser

In determining whether an appraisal in con-
nection with a federally related transaction
shall be performed by a State certified ap-
praiser, an agency or instrumentality under this
chapter shall consider whether transactions, ei-
ther individually or collectively, are of suffi-
cient financial or public policy importance to
the United States that an individual who per-
forms an appraisal in connection with such
transactions should be a State certified ap-
praiser, except that—

(1) a State certified appraiser shall be re-
quired for all federally related transactions
having a value of $1,000,000 or more; and

(2) 1-to-4 unit, single family residential ap-
praisals may be performed by State licensed
appraisers unless the size and complexity re-
quires a State certified appraiser.

(Pub. L. 101–73, title XI, § 1113, Aug. 9, 1989, 103
Stat. 514.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3341, 3344 of this
title.

§ 3343. Transactions requiring services of State
licensed appraiser

All federally related transactions not requir-
ing the services of a State certified appraiser
shall be performed by either a State certified or
licensed appraiser.

(Pub. L. 101–73, title XI, § 1114, Aug. 9, 1989, 103
Stat. 514.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3341, 3344 of this
title.

§ 3344. Time for proposal and adoption of rules

As appropriate, rules issued under sections
3342 and 3343 of this title shall be proposed not
later than 6 months and shall be effective upon
adoption in final form not later than 12 months
after August 9, 1989.

(Pub. L. 101–73, title XI, § 1115, Aug. 9, 1989, 103
Stat. 515.)

§ 3345. Certification and licensing requirements

(a) In general
For purposes of this chapter, the term ‘‘State

certified real estate appraiser’’ means any indi-
vidual who has satisfied the requirements for
State certification in a State or territory whose
criteria for certification as a real estate ap-
praiser currently meets the minimum criteria
for certification issued by the Appraiser Quali-
fication Board of the Appraisal Foundation.

(b) Restriction
No individual shall be a State certified real es-

tate appraiser under this section unless such in-
dividual has achieved a passing grade upon a
suitable examination administered by a State or
territory that is consistent with and equivalent
to the Uniform State Certification Examination
issued or endorsed by the Appraiser Qualifica-
tion Board of the Appraisal Foundation.

(c) ��State licensed appraiser�� defined
As used in this section, the term ‘‘State li-

censed appraiser’’ means an individual who has
satisfied the requirements for State licensing in
a State or territory.

(d) Additional qualification criteria
Nothing in this chapter shall be construed to

prevent any Federal agency or instrumentality
under this chapter from establishing such addi-
tional qualification criteria as may be necessary
or appropriate to carry out the statutory re-
sponsibilities of such department, agency, or in-
strumentality.

(e) Authority of Appraisal Subcommittee
The Appraisal Subcommittee shall not set

qualifications or experience requirements for
the States in licensing real estate appraisers, in-
cluding a de minimus 1 standard. Recommenda-
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tions of the Subcommittee shall be nonbinding
on the States.

(Pub. L. 101–73, title XI, § 1116, Aug. 9, 1989, 103
Stat. 515; Pub. L. 102–233, title VII, § 701(a), Dec.
12, 1991, 105 Stat. 1792; Pub. L. 102–242, title IV,
§ 472(a), Dec. 19, 1991, 105 Stat. 2386; Pub. L.
102–550, title XVI, § 1617(a), Oct. 28, 1992, 106 Stat.
4096.)

AMENDMENTS

1992—Subsec. (e). Pub. L. 102–550, § 1617(a), repealed
Pub. L. 102–233, § 701(a). See 1991 Amendment note
below.

1991—Subsec. (e). Pub. L. 102–242 added subsec. (e) pro-
hibiting Appraisal Subcommittee from setting quali-
fications or experience requirements, including a de
minimis standard.

Pub. L. 102–233, § 701(a), which added subsec. (e) pro-
hibiting Appraisal Subcommittee from setting quali-
fications or experience requirements, was repealed by
Pub. L. 102–550, § 1617(a). See Construction of 1991
Amendment note below.

CONSTRUCTION OF 1991 AMENDMENT

Section 1617(b) of Pub. L. 102–550 provided that: ‘‘No
amendments made by title VII of the Resolution Trust
Corporation Refinancing, Restructuring, and Improve-
ment Act of 1991 [amending this section and section
3348 of this title] shall be deemed to have taken effect
before the date of the enactment of this Act [Oct. 28,
1992] and the provisions of law amended by title VII
shall continue in effect as if no such amendments had
been made by such title.’’

§ 3346. Establishment of State appraiser certify-
ing and licensing agencies

To assure the availability of State certified
and licensed appraisers for the performance in a
State of appraisals in federally related trans-
actions and to assure effective supervision of the
activities of certified and licensed appraisers, a
State may establish a State appraiser certifying
and licensing agency.

(Pub. L. 101–73, title XI, § 1117, Aug. 9, 1989, 103
Stat. 515.)

§ 3347. Monitoring of State appraiser certifying
and licensing agencies

(a) In general
The Appraisal Subcommittee shall monitor

State appraiser certifying and licensing agencies
for the purpose of determining whether a State
agency’s policies, practices, and procedures are
consistent with this chapter. The Appraisal Sub-
committee and all agencies, instrumentalities,
and federally recognized entities under this
chapter shall not recognize appraiser certifi-
cations and licenses from States whose appraisal
policies, practices, or procedures are found to be
inconsistent with this chapter.
(b) Disapproval by Appraisal Subcommittee

The Federal financial institutions, regulatory
agencies, the Federal National Mortgage Asso-
ciation, the Federal Home Loan Mortgage Cor-
poration, and the Resolution Trust Corporation
shall accept certifications and licenses awarded
by a State appraiser certifying the licensing
agency unless the Appraisal Subcommittee is-
sues a written finding that—

(1) the State agency fails to recognize and
enforce the standards, requirements, and pro-
cedures prescribed pursuant to this chapter;

(2) the State agency is not granted authority
by the State which is adequate to permit the
agency to carry out its functions under this
chapter; or

(3) decisions concerning appraisal standards,
appraiser qualifications and supervision of ap-
praiser practices are not made in a manner
that carries out the purposes of this chapter.

(c) Rejection of State certifications and licenses
(1) Opportunity to be heard or correct condi-

tions
Before refusing to recognize a State’s ap-

praiser certifications or licenses, the Ap-
praisal Subcommittee shall provide that
State’s certifying and licensing agency a writ-
ten notice of its intention not to recognize the
State’s certified or licensed appraisers and
ample opportunity to provide rebuttal infor-
mation or to correct the conditions causing
the refusal.

(2) Adoption of procedures
The Appraisal Subcommittee shall adopt

written procedures for taking actions de-
scribed in this section.

(3) Judicial review
A decision of the subcommittee under this

section shall be subject to judicial review.

(Pub. L. 101–73, title XI, § 1118, Aug. 9, 1989, 103
Stat. 515.)

§ 3348. Recognition of State certified and li-
censed appraisers for purposes of this chap-
ter

(a) Effective date for use of certified or licensed
appraisers only

(1) In general
Not later than December 31, 1992, all apprais-

als performed in connection with federally re-
lated transactions shall be performed only by
individuals certified or licensed in accordance
with the requirements of this chapter.

(2) Extension of effective date
Subject to the approval of the council, the

Appraisal Subcommittee may extend, until
December 31, 1991, the effective date for the
use of certified or licensed appraisers if it
makes a written finding that a State has made
substantial progress in establishing a State
certification and licensing system that ap-
pears to conform to the provisions of this
chapter.

(b) Temporary waiver of appraiser certification
or licensing requirements for State having
scarcity of qualified appraisers

Subject to the approval of the Council, the Ap-
praisal Subcommittee may waive any require-
ment relating to certification or licensing of a
person to perform appraisals under this chapter
if the Appraisal Subcommittee or a State agen-
cy whose certifications and licenses are in com-
pliance with this chapter, makes a written de-
termination that there is a scarcity of certified
or licensed appraisers to perform appraisals in
connection with federally related transactions
in a State, or in any geographical political sub-
division of a State, leading to significant delays



Page 1439 TITLE 12—BANKS AND BANKING § 3350

in the performance of such appraisals. The waiv-
er terminates when the Appraisal Subcommittee
determines that such significant delays have
been eliminated.
(c) Reports to State certifying and licensing

agencies
The Appraisal Subcommittee, any other Fed-

eral agency or instrumentality, or any federally
recognized entity shall report any action of a
State certified or licensed appraiser that is con-
trary to the purposes of this chapter, to the ap-
propriate State agency for a disposition of the
subject of the referral. The State agency shall
provide the Appraisal Subcommittee or the
other Federal agency or instrumentality with a
report on its disposition of the matter referred.
Subsequent to such disposition, the subcommit-
tee or the agency or instrumentality may take
such further action, pursuant to written proce-
dures, it deems necessary to carry out the pur-
poses of this chapter.

(Pub. L. 101–73, title XI, § 1119, Aug. 9, 1989, 103
Stat. 516; Pub. L. 102–233, title VII, § 701(b), Dec.
12, 1991, 105 Stat. 1792; Pub. L. 102–242, title IV,
§ 472(b), Dec. 19, 1991, 105 Stat. 2386; Pub. L.
102–550, title XVI, § 1617(a), Oct. 28, 1992, 106 Stat.
4096.)

AMENDMENTS

1992—Subsecs. (a)(1), (b). Pub. L. 102–550, § 1617(a), re-
pealed Pub. L. 102–233, § 701(b). See 1991 Amendment
note below.

1991—Subsec. (a)(1). Pub. L. 102–242, § 472(b)(1), sub-
stituted ‘‘December 31, 1992’’ for ‘‘July 1, 1991’’. Pub. L.
102–233, § 701(b)(1), which made an identical amendment,
was repealed by Pub. L. 102–550, § 1617(a). See Construc-
tion of 1991 Amendment note below.

Subsec. (b). Pub. L. 102–242, § 472(b)(2), substituted
‘‘, or in any geographical political subdivision of a
State, leading to significant delays’’ for ‘‘leading to in-
ordinate delays’’ in first sentence and ‘‘significant’’ for
‘‘inordinate’’ in second sentence. Pub. L. 102–233,
§ 701(b)(2), which made an identical amendment, was re-
pealed by Pub. L. 102–550, § 1617(a). See Construction of
1991 Amendment note below.

CONSTRUCTION OF 1991 AMENDMENT

No amendment to this section by section 701 of Pub.
L. 102–233 to be deemed to have taken effect before Oct.
28, 1992, and provisions of law amended by such section
701 to continue in effect as if no such amendment had
been made, see section 1617(b) of Pub. L. 102–550, set out
as a note under section 3345 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3349 of this title.

§ 3349. Violations in obtaining and performing
appraisals in federally related transactions

(a) Violations
Except as authorized by the Appraisal Sub-

committee in exercising its waiver authority
pursuant to section 3348(b) of this title, it shall
be a violation of this section—

(1) for a financial institution to seek, obtain,
or give money or any other thing of value in
exchange for the performance of an appraisal
by a person who the institution knows is not
a State certified or licensed appraiser in con-
nection with a federally related transaction;
and

(2) for the Federal National Mortgage Asso-
ciation, the Federal Home Loan Mortgage Cor-

poration, or the Resolution Trust Corporation
to knowingly contract for the performance of
any appraisal by a person who is not a State
certified or licensed appraiser in connection
with a real estate related financial trans-
action defined in section 3350(5) of this title to
which such association or corporation is a
party.

(b) Penalties
A financial institution that violates sub-

section (a)(1) of this section shall be subject to
civil penalties under section 1818(i)(2) of this
title or section 1786(k)(2) of this title, as appro-
priate.

(c) Proceeding
A proceeding with respect to a violation of

this section shall be an administrative proceed-
ing which may be conducted by a Federal finan-
cial institutions regulatory agency in accord-
ance with the procedures set forth in subchapter
II of chapter 5 of title 5.

(Pub. L. 101–73, title XI, § 1120, Aug. 9, 1989, 103
Stat. 517.)

§ 3350. Definitions

For purposes of this chapter:

(1) State appraiser certifying and licensing
agency

The term ‘‘State appraiser certifying and li-
censing agency’’ means a State agency estab-
lished in compliance with this chapter.

(2) Appraisal Subcommittee; subcommittee
The terms ‘‘Appraisal Subcommittee’’ and

‘‘subcommittee’’ mean the Appraisal Sub-
committee of the Federal Financial Institu-
tions Examination Council.

(3) Council
The term ‘‘Council’’ means the Federal Fi-

nancial Institutions Examinations Council.

(4) Federally related transaction
The term ‘‘federally related transaction’’

means any real estate-related financial trans-
action which—

(A) a federal financial institutions regu-
latory agency or the Resolution Trust Cor-
poration engages in, contracts for, or regu-
lates; and

(B) requires the services of an appraiser.

(5) Real estate related financial transaction
The term ‘‘real estate-related financial

transaction’’ means any transaction involv-
ing—

(A) the sale, lease, purchase, investment in
or exchange of real property, including in-
terests in property, or the financing thereof;

(B) the refinancing of real property or in-
terests in real property; and

(C) the use of real property or interests in
property as security for a loan or invest-
ment, including mortgage-backed securities.

(6) Federal financial institutions regulatory
agencies

The term ‘‘Federal financial institutions
regulatory agencies’’ means the Board of Gov-
ernors of the Federal Reserve System, the
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1 So in original. Probably should be capitalized. 1 So in original. Probably should be capitalized.

Federal Deposit Insurance Corporations, the
Office of the Comptroller of the Currency, the
Office of Thrift Supervision, and the National
Credit Union Administration.
(7) Financial institution

The term ‘‘financial institution’’ means an
insured depository institution as defined in
section 1813 of this title or an insured credit
union as defined in section 1752 of this title.
(8) Chairperson

The term ‘‘Chairperson’’ means the Chair-
person of the Appraisal Subcommittee se-
lected by the council.1

(9) Foundation
The terms ‘‘Appraisal Foundation’’ and

‘‘Foundation’’ means the Appraisal Founda-
tion established on November 30, 1987, as a not
for profit corporation under the laws of Illi-
nois.
(10) Written appraisal

The term ‘‘written appraisal’’ means a writ-
ten statement used in connection with a feder-
ally related transaction that is independently
and impartially prepared by a licensed or cer-
tified appraiser setting forth an opinion of de-
fined value of an adequately described prop-
erty as of a specific date, supported by presen-
tation and analysis of relevant market infor-
mation.

(Pub. L. 101–73, title XI, § 1121, Aug. 9, 1989, 103
Stat. 517.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3349 of this title.

§ 3351. Miscellaneous provisions

(a) Temporary practice
(1) In general

A State appraiser certifying or licensing
agency shall recognize on a temporary basis
the certification or license of an appraiser is-
sued by another State if—

(A) the property to be appraised is part of
a federally related transaction,

(B) the appraiser’s business is of a tem-
porary nature, and

(C) the appraiser registers with the ap-
praiser certifying or licensing agency in the
State of temporary practice.

(2) Fees for temporary practice
A State appraiser certifying or licensing

agency shall not impose excessive fees or bur-
densome requirements, as determined by the
Appraisal Subcommittee, for temporary prac-
tice under this subsection.

(b) Reciprocity
The Appraisal Subcommittee shall encourage

the States to develop reciprocity agreements
that readily authorize appraisers who are li-
censed or certified in one State (and who are in
good standing with their State appraiser certify-
ing or licensing agency) to perform appraisals in
other States.
(c) Supplemental funding

Funds available to the Federal financial insti-
tutions regulatory agencies may be made avail-

able to the Federal Financial Institutions Ex-
amination Council to support the council’s 1

functions under this chapter.

(d) Prohibition against discrimination
Criteria established by the Federal financial

institutions regulatory agencies, the Federal
National Mortgage Association, the Federal
Home Loan Mortgage Corporation, and the Res-
olution Trust Corporation for appraiser quali-
fications in addition to State certification or li-
censing shall not exclude a certified or licensed
appraiser for consideration for an assignment
solely by virtue of membership or lack of mem-
bership in any particular appraisal organization.

(e) Other requirements
A corporation, partnership, or other business

entity may provide appraisal services in connec-
tion with federally related transactions if such
appraisal is prepared by individuals certified or
licensed in accordance with the requirements of
this chapter. An individual who is not a State
certified or licensed appraiser may assist in the
preparation of an appraisal if—

(1) the assistant is under the direct super-
vision of a licensed or certified individual; and

(2) the final appraisal document is approved
and signed by an individual who is certified or
licensed.

(f) Studies
(1) Study

The Appraisal Subcommittee shall—
(A) conduct a study to determine whether

real estate sales and financing information
and data that is available to real estate ap-
praisers in the States is sufficient to permit
appraisers to properly estimate the values of
properties in connection with federally re-
lated transactions; and

(B) study the feasibility and desirability of
extending the provisions of this chapter to
the function of personal property appraising
and to personal property appraisers in con-
nection with Federal financial and public
policy interests.

(2) Report
The Appraisal Subcommittee shall—

(A) report its findings to the Congress with
respect to the study described in paragraph
(1)(A) no later than 12 months after August
9, 1989, and

(B) report its findings with respect to the
study described in paragraph (1)(B) to Con-
gress not later than 18 months after August
9, 1989.

(Pub. L. 101–73, title XI, § 1122, Aug. 9, 1989, 103
Stat. 518; Pub. L. 103–325, title III, § 315, Sept. 23,
1994, 108 Stat. 2222.)

AMENDMENTS

1994—Subsec. (a). Pub. L. 103–325, § 315(3), redesignated
existing provisions as par. (1), inserted heading, redes-
ignated former pars. (1) to (3) as subpars. (A) to (C) of
par. (1), and added par. (2).

Subsecs. (b) to (f). Pub. L. 103–325, § 315(1), (2), added
subsec. (b) and redesignated former subsecs. (b) to (e) as
(c) to (f), respectively.
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SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3337 of this title.

§ 3352. Emergency exceptions for disaster areas

(a) In general
Each Federal financial institutions regulatory

agency may, by regulation or order, make ex-
ceptions to this chapter, and to standards pre-
scribed pursuant to this chapter, for trans-
actions involving institutions for which the
agency is the primary Federal regulator with re-
spect to real property located within a disaster
area if the agency—

(1) makes the exception not later than 30
months after the date on which the President
determines, pursuant to section 5170 of title 42,
that a major disaster exists in the area; and

(2) determines that the exception—
(A) would facilitate recovery from the

major disaster; and
(B) is consistent with safety and sound-

ness.
(b) 3-year limit on exceptions

Any exception made under this section shall
expire not later than 3 years after the date of
the determination referred to in subsection
(a)(1) of this section.
(c) Publication required

Any Federal financial institutions regulatory
agency shall publish in the Federal Register a
statement that—

(1) describes any exception made under this
section; and

(2) explains how the exception—
(A) would facilitate recovery from the

major disaster; and
(B) is consistent with safety and sound-

ness.
(d) ��Disaster area�� defined

For purposes of this section, the term ‘‘disas-
ter area’’ means an area in which the President,
pursuant to section 5170 of title 42, has deter-
mined that a major disaster exists.

(Pub. L. 101–73, title IX, § 1123, as added Pub. L.
102–485, § 2, Oct. 23, 1992, 106 Stat. 2771.)

CHAPTER 35�RIGHT TO FINANCIAL
PRIVACY

Sec.
3401. Definitions.
3402. Access to financial records by Government

authorities prohibited; exceptions.
3403. Confidentiality of financial records.

(a) Release of records by financial insti-
tutions prohibited.

(b) Release of records upon certification
of compliance with chapter.

(c) Notification to Government authority
of existence of relevant information
in records.

(d) Release of records as incident to per-
fection of security interest, proving
a claim in bankruptcy, collecting a
debt, or processing an application
with regard to a Government loan,
loan guarantee, etc.

3404. Customer authorizations.
(a) Statement furnished by customer to

financial institution and Govern-
ment authority; contents.

Sec.
(b) Authorization as condition of doing

business prohibited.
(c) Right of customer to access to finan-

cial institution’s record of disclo-
sures.

3405. Administrative subpena and summons.
3406. Search warrants.

(a) Applicability of Federal Rules of
Criminal Procedure.

(b) Mailing of copy and notice to cus-
tomer.

(c) Court-ordered delays in mailing.
3407. Judicial subpena.
3408. Formal written request.
3409. Delayed notice.

(a) Application by Government author-
ity; findings.

(b) Grant of delay order; duration and
specifications; extensions; copy of
request and notice to customer.

(c) Notice requirement respecting emer-
gency access to financial records.

(d) Preservation of memorandums, affi-
davits, or other papers.

3410. Customer challenges.
(a) Filing of motion to quash or applica-

tion to enjoin; proper court; con-
tents.

(b) Filing of response; additional proceed-
ings.

(c) Decision of court.
(d) Appeals.
(e) Sole judicial remedy available to cus-

tomer.
(f) Affect on challenges by financial in-

stitutions.
3411. Duty of financial institutions.
3412. Use of information.

(a) Transfer of financial records to other
agencies or departments; certifi-
cation.

(b) Mailing of copy of certification and
notice to customer.

(c) Court-ordered delays in mailing.
(d) Exchanges of examination reports by

supervisory agencies; transfer of fi-
nancial records to defend customer
action; withholding of information.

(e) Exchange of records, reports, or other
information.

(f) Transfer to Attorney General or Sec-
retary of the Treasury.

3413. Exceptions.
(a) Disclosure of financial records not

identified with particular cus-
tomers.

(b) Disclosure to, or examination by, su-
pervisory agency pursuant to exer-
cise of supervisory, regulatory, or
monetary functions with respect to
financial institutions, holding com-
panies, subsidiaries, institution-af-
filiated parties, or other persons.

(c) Disclosure pursuant to title 26.
(d) Disclosure pursuant to Federal stat-

ute or rule promulgated thereunder.
(e) Disclosure pursuant to Federal Rules

of Criminal Procedure or com-
parable rules of other courts.

(f) Disclosure pursuant to administrative
subpena issued by administrative
law judge.

(g) Disclosure pursuant to legitimate law
enforcement inquiry respecting
name, address, account number, and
type of account of particular cus-
tomers.
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1 So in original. Probably should be ‘‘the Director,’’.

Sec.
(h) Disclosure pursuant to lawful pro-

ceeding, investigation, etc., directed
at financial institution or legal en-
tity or consideration or administra-
tion respecting Government loans,
loan guarantees, etc.

(i) Disclosure pursuant to issuance of
subpena or court order respecting
grand jury proceeding.

(j) Disclosure pursuant to proceeding, in-
vestigation, etc., instituted by Gen-
eral Accounting Office and directed
at a government authority.

(k) Disclosure necessary for proper ad-
ministration of programs of with-
holding taxes on nonresident aliens,
Federal Old-Age, Survivors, and
Disability Insurance Benefits, and
Railroad Retirement Act Benefits.

(l) Crimes against financial institutions
by insiders.

(m) Disclosure to, or examination by, em-
ployees or agents of Board of Gov-
ernors of Federal Reserve System or
Federal Reserve Bank.

(n) Disclosure to, or examination by,
Resolution Trust Corporation or its
employees or agents.

(o) Disclosure to, or examination by,
Federal Housing Finance Board or
Federal home loan banks.

(p) Access to information necessary for
administration of certain veteran
benefits laws.

(q) Disclosure pursuant to Federal con-
tractor-issued travel charge card.

3414. Special procedures.
3415. Cost reimbursement.
3416. Jurisdiction.
3417. Civil penalties.

(a) Liability of agencies or departments
of United States or financial insti-
tutions.

(b) Disciplinary action for willful or in-
tentional violation of chapter by
agents or employees of department
or agency.

(c) Good faith defense.
(d) Exclusive judicial remedies and sanc-

tions.
3418. Injunctive relief.
3419. Suspension of limitations.
3420. Grand jury information; notification of cer-

tain persons prohibited.
3421. Repealed.
3422. Applicability to Securities and Exchange

Commission.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in title 15 sections 78u, 78x,
6802; title 31 section 310; title 38 section 5319; title 42
section 1383; title 50 section 436.

§ 3401. Definitions

For the purpose of this chapter, the term—
(1) ‘‘financial institution’’ means any office

of a bank, savings bank, card issuer as defined
in section 1602(n) of title 15, industrial loan
company, trust company, savings association,
building and loan, or homestead association
(including cooperative banks), credit union, or
consumer finance institution, located in any
State or territory of the United States, the
District of Columbia, Puerto Rico, Guam,
American Samoa, or the Virgin Islands;

(2) ‘‘financial record’’ means an original of, a
copy of, or information known to have been

derived from, any record held by a financial
institution pertaining to a customer’s rela-
tionship with the financial institution;

(3) ‘‘Government authority’’ means any
agency or department of the United States, or
any officer, employee, or agent thereof;

(4) ‘‘person’’ means an individual or a part-
nership of five or fewer individuals;

(5) ‘‘customer’’ means any person or author-
ized representative of that person who utilized
or is utilizing any service of a financial insti-
tution, or for whom a financial institution is
acting or has acted as a fiduciary, in relation
to an account maintained in the person’s
name;

(6) ‘‘holding company’’ means—
(A) any bank holding company (as defined

in section 1841 of this title);
(B) any company described in section

1843(f)(1) of this title; and
(C) any savings and loan holding company

(as defined in the Home Owners’ Loan Act
[12 U.S.C. 1461 et seq.]);

(7) ‘‘supervisory agency’’ means with respect
to any particular financial institution, hold-
ing company, or any subsidiary of a financial
institution or holding company, any of the fol-
lowing which has statutory authority to ex-
amine the financial condition, business oper-
ations, or records or transactions of that insti-
tution, holding company, or subsidiary—

(A) the Federal Deposit Insurance Corpora-
tion;

(B) Director,1 Office of Thrift Supervision;
(C) the National Credit Union Administra-

tion;
(D) the Board of Governors of the Federal

Reserve System;
(E) the Comptroller of the Currency;
(F) the Securities and Exchange Commis-

sion;
(G) the Commodity Futures Trading Com-

mission;
(H) the Secretary of the Treasury, with re-

spect to the Bank Secrecy Act (Public Law
91–508, title I) [12 U.S.C. 1951 et seq.] and sub-
chapter II of chapter 53 of title 31; or

(I) any State banking or securities depart-
ment or agency; and

(8) ‘‘law enforcement inquiry’’ means a law-
ful investigation or official proceeding inquir-
ing into a violation of, or failure to comply
with, any criminal or civil statute or any reg-
ulation, rule, or order issued pursuant thereto.

(Pub. L. 95–630, title XI, § 1101, Nov. 10, 1978, 92
Stat. 3697; Pub. L. 101–73, title VII, § 744(b), title
IX, § 941, Aug. 9, 1989, 103 Stat. 438, 496; Pub. L.
101–647, title XXV, § 2596(c), Nov. 29, 1990, 104
Stat. 4908; Pub. L. 106–102, title VII, § 727(b)(1),
Nov. 12, 1999, 113 Stat. 1475.)

REFERENCES IN TEXT

The Home Owners’ Loan Act, referred to in par.
(6)(C), is act June 13, 1933, ch. 64, 48 Stat. 128, as amend-
ed, which is classified generally to chapter 12 (§ 1461 et
seq.) of this title. For complete classification of this
Act to the Code, see section 1461 of this title and
Tables.
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The Bank Secrecy Act, referred to in par. (7)(H), is
title I of Pub. L. 91–508, Oct. 26, 1970, 84 Stat. 1114, as
amended, which is classified principally to chapter 21
(§ 1951 et seq.) of this title. For complete classification
of this Act to the Code, see Short Title note set out
under section 1951 of this title and Tables.

CODIFICATION

In par. (7)(H), ‘‘the Bank Secrecy Act (Public Law
91–508, title I) [12 U.S.C. 1951 et seq.] and subchapter II
of chapter 53 of title 31’’ substituted for ‘‘the Bank Se-
crecy Act [12 U.S.C. 1951 et seq.] and the Currency and
Foreign Transactions Reporting Act [31 U.S.C. 1051 et
seq.] (Public Law 91–508, title I and II)’’, on authority
of Pub. L. 97–258, § 4(b), Sept. 13, 1982, 96 Stat. 1067, the
first section of which enacted Title 31, Money and Fi-
nance.

AMENDMENTS

1999—Par. (7)(G) to (I). Pub. L. 106–102 added subpar.
(G) and redesignated former subpars. (G) and (H) as (H)
and (I), respectively.

1990—Par. (6)(B). Pub. L. 101–647 substituted ‘‘section
1843(f)(1)’’ for ‘‘section 1842(f)(1)’’.

1989—Par. (1). Pub. L. 101–73, § 744(b)(1), substituted
‘‘savings association’’ for ‘‘savings and loan’’.

Par. (6). Pub. L. 101–73, § 941(3), added par. (6). Former
par. (6) redesignated (7).

Par. (7). Pub. L. 101–73, § 941(1), (2), redesignated
former par. (6) as (7) and substituted new introductory
provisions for former introductory provisions which
read as follows: ‘‘ ‘supervisory agency’ means, with re-
spect to any particular financial institution any of the
following which has statutory authority to examine
the financial condition or business operations of that
institution—’’. Former par. (7) redesignated (8).

Pub. L. 101–73, § 744(b)(2), (3), redesignated subpars. (C)
to (I) as (B) to (H), respectively, substituted ‘‘Director,
Office of Thrift Supervision’’ for ‘‘the Federal Home
Loan Bank Board’’ in subpar. (B), and struck out
former subpar. (B) which read as follows: ‘‘the Federal
Savings and Loan Insurance Corporation;’’.

Par. (8). Pub. L. 101–73, § 941(1), redesignated par. (7) as
(8).

EFFECTIVE DATE

Chapter (except for section 3415 of this title) effective
upon the expiration of 120 days after Nov. 10, 1978, see
section 2101 of Pub. L. 95–630, set out as a note under
section 375b of this title.

SHORT TITLE

Section 1100 of title XI of Pub. L. 95–630 provided
that: ‘‘This title [enacting this chapter] may be cited
as the ‘Right to Financial Privacy Act of 1978’.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3412 of this title;
title 7 section 6f; title 15 sections 78o–5, 78q, 1681u; title
42 sections 669a, 1320d–8, 1383; title 50 section 438.

§ 3402. Access to financial records by Govern-
ment authorities prohibited; exceptions

Except as provided by section 3403(c) or (d),
3413, or 3414 of this title, no Government author-
ity may have access to or obtain copies of, or
the information contained in the financial
records of any customer from a financial insti-
tution unless the financial records are reason-
ably described and—

(1) such customer has authorized such disclo-
sure in accordance with section 3404 of this
title;

(2) such financial records are disclosed in re-
sponse to an administrative subpena or sum-
mons which meets the requirements of section
3405 of this title;

(3) such financial records are disclosed in re-
sponse to a search warrant which meets the
requirements of section 3406 of this title;

(4) such financial records are disclosed in re-
sponse to a judicial subpena which meets the
requirements of section 3407 of this title; or

(5) such financial records are disclosed in re-
sponse to a formal written request which
meets the requirements of section 3408 of this
title.

(Pub. L. 95–630, title XI, § 1102, Nov. 10, 1978, 92
Stat. 3697.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3404, 3405, 3406,
3407, 3408, 3413 of this title; title 42 section 1383.

§ 3403. Confidentiality of financial records

(a) Release of records by financial institutions
prohibited

No financial institution, or officer, employees,
or agent of a financial institution, may provide
to any Government authority access to or copies
of, or the information contained in, the finan-
cial records of any customer except in accord-
ance with the provisions of this chapter.

(b) Release of records upon certification of com-
pliance with chapter

A financial institution shall not release the fi-
nancial records of a customer until the Govern-
ment authority seeking such records certifies in
writing to the financial institution that it has
complied with the applicable provisions of this
chapter.

(c) Notification to Government authority of exist-
ence of relevant information in records

Nothing in this chapter shall preclude any fi-
nancial institution, or any officer, employee, or
agent of a financial institution, from notifying a
Government authority that such institution, or
officer, employee, or agent has information
which may be relevant to a possible violation of
any statute or regulation. Such information
may include only the name or other identifying
information concerning any individual, corpora-
tion, or account involved in and the nature of
any suspected illegal activity. Such information
may be disclosed notwithstanding any constitu-
tion, law, or regulation of any State or political
subdivision thereof to the contrary. Any finan-
cial institution, or officer, employee, or agent
thereof, making a disclosure of information pur-
suant to this subsection, shall not be liable to
the customer under any law or regulation of the
United States or any constitution, law, or regu-
lation of any State or political subdivision
thereof, for such disclosure or for any failure to
notify the customer of such disclosure.

(d) Release of records as incident to perfection
of security interest, proving a claim in bank-
ruptcy, collecting a debt, or processing an
application with regard to a Government
loan, loan guarantee, etc.

(1) Nothing in this chapter shall preclude a fi-
nancial institution, as an incident to perfecting
a security interest, proving a claim in bank-
ruptcy, or otherwise collecting on a debt owing
either to the financial institution itself or in its
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role as a fiduciary, from providing copies of any
financial record to any court or Government au-
thority.

(2) Nothing in this chapter shall preclude a fi-
nancial institution, as an incident to processing
an application for assistance to a customer in
the form of a Government loan, loan guaranty,
or loan insurance agreement, or as an incident
to processing a default on, or administering, a
Government guaranteed or insured loan, from
initiating contact with an appropriate Govern-
ment authority for the purpose of providing any
financial record necessary to permit such au-
thority to carry out its responsibilities under a
loan, loan guaranty, or loan insurance agree-
ment.

(Pub. L. 95–630, title XI, § 1103, Nov. 10, 1978, 92
Stat. 3698; Pub. L. 99–570, title I, § 1353(a), Oct. 27,
1986, 100 Stat. 3207–21; Pub. L. 100–690, title VI,
§ 6186(a), Nov. 18, 1988, 102 Stat. 4357.)

AMENDMENTS

1988—Subsec. (c). Pub. L. 100–690 inserted
‘‘, corporation,’’ after ‘‘individual’’.

1986—Subsec. (c). Pub. L. 99–570 inserted provisions
that the disclosure of only the name or other identify-
ing information concerning any individual or account
involved in and the nature of any suspected illegal ac-
tivity is permitted notwithstanding any constitution,
law, or regulation of any State or political subdivision
thereof to the contrary, and any financial institutions,
officers, agents, or employees thereof making such dis-
closure shall not be liable to the customer under any
State constitution or any Federal, State, or local law
or regulation for such disclosure or failure to notify the
customer thereof.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3402, 3411, 3413,
3414, 3415 of this title; title 42 section 1383.

§ 3404. Customer authorizations

(a) Statement furnished by customer to financial
institution and Government authority; con-
tents

A customer may authorize disclosure under
section 3402(1) of this title if he furnishes to the
financial institution and to the Government au-
thority seeking to obtain such disclosure a
signed and dated statement which—

(1) authorizes such disclosure for a period
not in excess of three months;

(2) states that the customer may revoke
such authorization at any time before the fi-
nancial records are disclosed;

(3) identifies the financial records which are
authorized to be disclosed;

(4) specifies the purposes for which, and the
Government authority to which, such records
may be disclosed; and

(5) states the customer’s rights under this
chapter.

(b) Authorization as condition of doing business
prohibited

No such authorization shall be required as a
condition of doing business with any financial
institution.
(c) Right of customer to access to financial insti-

tution�s record of disclosures
The customer has the right, unless the Gov-

ernment authority obtains a court order as pro-

vided in section 3409 of this title, to obtain a
copy of the record which the financial institu-
tion shall keep of all instances in which the cus-
tomer’s record is disclosed to a Government au-
thority pursuant to this section, including the
identity of the Government authority to which
such disclosure is made.

(Pub. L. 95–630, title XI, § 1104, Nov. 10, 1978, 92
Stat. 3698; Pub. L. 96–3, Mar. 7, 1979, 93 Stat. 5.)

AMENDMENTS

1979—Subsec. (d). Pub. L. 96–3 struck out subsec. (d)
which had directed that all financial institutions
promptly notify all of their customers of their rights
under this chapter, that the Board of Governors of the
Federal Reserve System prepare a statement of cus-
tomers’ rights under this chapter, and that the supply-
ing of such a statement to their customers by the fi-
nancial institutions be deemed compliance with the no-
tification requirement.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3402, 3409 of this
title; title 42 section 1383.

§ 3405. Administrative subpena and summons

A Government authority may obtain financial
records under section 3402(2) of this title pursu-
ant to an administrative subpena or summons
otherwise authorized by law only if—

(1) there is reason to believe that the records
sought are relevant to a legitimate law en-
forcement inquiry;

(2) a copy of the subpena or summons has
been served upon the customer or mailed to
his last known address on or before the date
on which the subpena or summons was served
on the financial institution together with the
following notice which shall state with reason-
able specificity the nature of the law enforce-
ment inquiry:

‘‘Records or information concerning your
transactions held by the financial institution
named in the attached subpena or summons
are being sought by this (agency or depart-
ment) in accordance with the Right to Finan-
cial Privacy Act of 1978 [12 U.S.C. 3401 et seq.]
for the following purpose: If you desire that
such records or information not be made avail-
able, you must:

‘‘1. Fill out the accompanying motion
paper and sworn statement or write one of
your own, stating that you are the customer
whose records are being requested by the
Government and either giving the reasons
you believe that the records are not relevant
to the legitimate law enforcement inquiry
stated in this notice or any other legal basis
for objecting to the release of the records.

‘‘2. File the motion and statement by
mailing or delivering them to the clerk of
any one of the following United States dis-
trict courts:

.
‘‘3. Serve the Government authority re-

questing the records by mailing or deliver-
ing a copy of your motion and statement to

.
‘‘4. Be prepared to come to court and pre-

sent your position in further detail.
‘‘5. You do not need to have a lawyer, al-

though you may wish to employ one to rep-
resent you and protect your rights.
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If you do not follow the above procedures,
upon the expiration of ten days from the date
of service or fourteen days from the date of
mailing of this notice, the records or informa-
tion requested therein will be made available.
These records may be transferred to other
Government authorities for legitimate law en-
forcement inquiries, in which event you will
be notified after the transfer.’’; and

(3) ten days have expired from the date of
service of the notice or fourteen days have ex-
pired from the date of mailing the notice to
the customer and within such time period the
customer has not filed a sworn statement and
motion to quash in an appropriate court, or
the customer challenge provisions of section
3410 of this title have been complied with.

(Pub. L. 95–630, title XI, § 1105, Nov. 10, 1978, 92
Stat. 3699.)

REFERENCES IN TEXT

The Right to Financial Privacy Act of 1978, referred
to in par. (2), is title XI of Pub. L. 95–630, Nov. 10, 1978,
92 Stat. 3697, which is classified generally to this chap-
ter (§ 3401 et seq.). For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 3401 of this title and Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3402, 3409, 3411
of this title; title 15 section 78u.

§ 3406. Search warrants

(a) Applicability of Federal Rules of Criminal
Procedure

A Government authority may obtain financial
records under section 3402(3) of this title only if
it obtains a search warrant pursuant to the Fed-
eral Rules of Criminal Procedure.

(b) Mailing of copy and notice to customer
No later than ninety days after the Govern-

ment authority serves the search warrant, it
shall mail to the customer’s last known address
a copy of the search warrant together with the
following notice:

‘‘Records or information concerning your
transactions held by the financial institution
named in the attached search warrant were ob-
tained by this (agency or department) on (date)
for the following purpose: . You may have
rights under the Right to Financial Privacy Act
of 1978 [12 U.S.C. 3401 et seq.].’’.

(c) Court-ordered delays in mailing
Upon application of the Government author-

ity, a court may grant a delay in the mailing of
the notice required in subsection (b) of this sec-
tion, which delay shall not exceed one hundred
and eighty days following the service of the war-
rant, if the court makes the findings required in
section 3409(a) of this title. If the court so finds,
it shall enter an ex parte order granting the re-
quested delay and an order prohibiting the fi-
nancial institution from disclosing that records
have been obtained or that a search warrant for
such records has been executed. Additional
delays of up to ninety days may be granted by
the court upon application, but only in accord-
ance with this subsection. Upon expiration of
the period of delay of notification of the cus-

tomer, the following notice shall be mailed to
the customer along with a copy of the search
warrant:

‘‘Records or information concerning your
transactions held by the financial institution
named in the attached search warrant were ob-
tained by this (agency or department) on (date).
Notification was delayed beyond the statutory
ninety-day delay period pursuant to a deter-
mination by the court that such notice would
seriously jeopardize an investigation concerning

. You may have rights under the Right
to Financial Privacy Act of 1978 [12 U.S.C. 3401
et seq.].’’.

(Pub. L. 95–630, title XI, § 1106, Nov. 10, 1978, 92
Stat. 3700.)

REFERENCES IN TEXT

The Federal Rules of Criminal Procedure, referred to
in subsec. (a), are set out in the Appendix to Title 18,
Crimes and Criminal Procedure.

The Right to Financial Privacy Act of 1978, referred
to in subsecs. (b) and (c), is title XI of Pub. L. 95–630,
Nov. 10, 1978, 92 Stat. 3697, which is classified generally
to this chapter (§ 3401 et seq.). For complete classifica-
tion of this Act to the Code, see Short Title note set
out under section 3401 of this title and Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3402, 3409 of this
title.

§ 3407. Judicial subpena

A Government authority may obtain financial
records under section 3402(4) of this title pursu-
ant to judicial subpena only if—

(1) such subpena is authorized by law and
there is reason to believe that the records
sought are relevant to a legitimate law en-
forcement inquiry;

(2) a copy of the subpena has been served
upon the customer or mailed to his last known
address on or before the date on which the sub-
pena was served on the financial institution
together with the following notice which shall
state with reasonable specificity the nature of
the law enforcement inquiry:

‘‘Records or information concerning your
transactions which are held by the financial
institution named in the attached subpena are
being sought by this (agency or department or
authority) in accordance with the Right to Fi-
nancial Privacy Act of 1978 [12 U.S.C. 3401 et
seq.] for the following purpose: If you desire
that such records or information not be made
available, you must:

‘‘1. Fill out the accompanying motion
paper and sworn statement or write one of
your own, stating that you are the customer
whose records are being requested by the
Government and either giving the reasons
you believe that the records are not relevant
to the legitimate law enforcement inquiry
stated in this notice or any other legal basis
for objecting to the release of the records.

‘‘2. File the motion and statement by
mailing or delivering them to the clerk of
the Court.

‘‘3. Serve the Government authority re-
questing the records by mailing or deliver-
ing a copy of your motion and statement to

.
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‘‘4. Be prepared to come to court and pre-
sent your position in further detail.

‘‘5. You do not need to have a lawyer, al-
though you may wish to employ one to rep-
resent you and protect your rights.

If you do not follow the above procedures,
upon the expiration of ten days from the date
of service or fourteen days from the date of
mailing of this notice, the records or informa-
tion requested therein will be made available.
These records may be transferred to other gov-
ernment authorities for legitimate law en-
forcement inquiries, in which event you will
be notified after the transfer;’’ and

(3) ten days have expired from the date of
service or fourteen days from the date of mail-
ing of the notice to the customer and within
such time period the customer has not filed a
sworn statement and motion to quash in an
appropriate court, or the customer challenge
provisions of section 3410 of this title have
been complied with.

(Pub. L. 95–630, title XI, § 1107, Nov. 10, 1978, 92
Stat. 3700.)

REFERENCES IN TEXT

The Right to Financial Privacy Act of 1978, referred
to in par. (2), is title XI of Pub. L. 95–630, Nov. 10, 1978,
92 Stat. 3697, which is classified generally to this chap-
ter (§ 3401 et seq.). For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 3401 of this title and Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3402, 3409, 3411
of this title; title 15 section 78u.

§ 3408. Formal written request

A Government authority may request finan-
cial records under section 3402(5) of this title
pursuant to a formal written request only if—

(1) no administrative summons or subpena
authority reasonably appears to be available
to that Government authority to obtain finan-
cial records for the purpose for which such
records are sought;

(2) the request is authorized by regulations
promulgated by the head of the agency or de-
partment;

(3) there is reason to believe that the records
sought are relevant to a legitimate law en-
forcement inquiry; and

(4)(A) a copy of the request has been served
upon the customer or mailed to his last known
address on or before the date on which the re-
quest was made to the financial institution to-
gether with the following notice which shall
state with reasonable specificity the nature of
the law enforcement inquiry:

‘‘Records or information concerning your
transactions held by the financial institution
named in the attached request are being
sought by this (agency or department) in ac-
cordance with the Right to Financial Privacy
Act of 1978 [12 U.S.C. 3401 et seq.] for the fol-
lowing purpose:

‘‘If you desire that such records or informa-
tion not be made available, you must:

‘‘1. Fill out the accompanying motion
paper and sworn statement or write one of

your own, stating that you are the customer
whose records are being requested by the
Government and either giving the reasons
you believe that the records are not relevant
to the legitimate law enforcement inquiry
stated in this notice or any other legal basis
for objecting to the release of the records.

‘‘2. File the motion and statement by
mailing or delivering them to the clerk of
any one of the following United States Dis-
trict Courts:

.
‘‘3. Serve the Government authority re-

questing the records by mailing or deliver-
ing a copy of your motion and statement to

.
‘‘4. Be prepared to come to court and pre-

sent your position in further detail.
‘‘5. You do not need to have a lawyer, al-

though you may wish to employ one to rep-
resent you and protect your rights.

If you do not follow the above procedures,
upon the expiration of ten days from the date
of service or fourteen days from the date of
mailing of this notice, the records or informa-
tion requested therein may be made available.
These records may be transferred to other
Government authorities for legitimate law en-
forcement inquiries, in which event you will
be notified after the transfer;’’ and

(B) ten days have expired from the date of
service or fourteen days from the date of mail-
ing of the notice by the customer and within
such time period the customer has not filed a
sworn statement and an application to enjoin
the Government authority in an appropriate
court, or the customer challenge provisions of
section 3410 of this title have been complied
with.

(Pub. L. 95–630, title XI, § 1108, Nov. 10, 1978, 92
Stat. 3701.)

REFERENCES IN TEXT

The Right to Financial Privacy Act of 1978, referred
to in par. (4), is title XI of Pub. L. 95–630, Nov. 10, 1978,
92 Stat. 3697, which is classified generally to this chap-
ter (§ 3401 et seq.). For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 3401 of this title and Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3402, 3409 of this
title.

§ 3409. Delayed notice

(a) Application by Government authority; find-
ings

Upon application of the Government author-
ity, the customer notice required under section
3404(c), 3405(2), 3406(c), 3407(2), 3408(4), or 3412(b)
of this title may be delayed by order of an ap-
propriate court if the presiding judge or mag-
istrate judge finds that—

(1) the investigation being conducted is
within the lawful jurisdiction of the Govern-
ment authority seeking the financial records;

(2) there is reason to believe that the records
being sought are relevant to a legitimate law
enforcement inquiry; and

(3) there is reason to believe that such no-
tice will result in—
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(A) endangering life or physical safety of
any person;

(B) flight from prosecution;
(C) destruction of or tampering with evi-

dence;
(D) intimidation of potential witnesses; or
(E) otherwise seriously jeopardizing an in-

vestigation or official proceeding or unduly
delaying a trial or ongoing official proceed-
ing to the same extent as the circumstances
in the preceeding 1 subparagraphs.

An application for delay must be made with rea-
sonable specificity.
(b) Grant of delay order; duration and specifica-

tions; extensions; copy of request and notice
to customer

(1) If the court makes the findings required in
paragraphs (1), (2), and (3) of subsection (a) of
this section, it shall enter an ex parte order
granting the requested delay for a period not to
exceed ninety days and an order prohibiting the
financial institution from disclosing that
records have been obtained or that a request for
records has been made, except that, if the rec-
ords have been sought by a Government author-
ity exercising financial controls over foreign ac-
counts in the United States under section 5(b) of
the Trading with the Enemy Act [12 U.S.C. 95a,
50 App. U.S.C. 5(b)], the International Emer-
gency Economic Powers Act (title II, Public
Law 95–223) [50 U.S.C. 1701 et seq.], or section
287c of title 22, and the court finds that there is
reason to believe that such notice may endanger
the lives or physical safety of a customer or
group of customers, or any person or group of
persons associated with a customer, the court
may specify that the delay be indefinite.

(2) Extensions of the delay of notice provided
in paragraph (1) of up to ninety days each may
be granted by the court upon application, but
only in accordance with this subsection.

(3) Upon expiration of the period of delay of
notification under paragraph (1) or (2), the cus-
tomer shall be served with or mailed a copy of
the process or request together with the follow-
ing notice which shall state with reasonable
specificity the nature of the law enforcement in-
quiry:

‘‘Records or information concerning your
transactions which are held by the financial in-
stitution named in the attached process or re-
quest were supplied to or requested by the Gov-
ernment authority named in the process or re-
quest on (date). Notification was withheld pur-
suant to a determination by the (title of court
so ordering) under the Right to Financial Pri-
vacy Act of 1978 [12 U.S.C. 3401 et seq.] that such
notice might (state reason). The
purpose of the investigation or official proceed-
ing was .’’.
(c) Notice requirement respecting emergency ac-

cess to financial records
When access to financial records is obtained

pursuant to section 3414(b) of this title (emer-
gency access), the Government authority shall,
unless a court has authorized delay of notice
pursuant to subsections (a) and (b) of this sec-

tion, as soon as practicable after such records
are obtained serve upon the customer, or mail
by registered or certified mail to his last known
address, a copy of the request to the financial
institution together with the following notice
which shall state with reasonable specificity the
nature of the law enforcement inquiry:

‘‘Records concerning your transactions held
by the financial institution named in the at-
tached request were obtained by (agency or de-
partment) under the Right to Financial Privacy
Act of 1978 [12 U.S.C. 3401 et seq.] on (date) for
the following purpose: Emergency
access to such records was obtained on the
grounds that (state grounds).’’.

(d) Preservation of memorandums, affidavits, or
other papers

Any memorandum, affidavit, or other paper
filed in connection with a request for delay in
notification shall be preserved by the court.
Upon petition by the customer to whom such
records pertain, the court may order disclosure
of such papers to the petitioner unless the court
makes the findings required in subsection (a) of
this section.

(Pub. L. 95–630, title XI, § 1109, Nov. 10, 1978, 92
Stat. 3702; Pub. L. 101–650, title III, § 321, Dec. 1,
1990, 104 Stat. 5117.)

REFERENCES IN TEXT

The International Emergency Economic Powers Act,
referred to in subsec. (b)(1), is title II of Pub. L. 95–223,
Dec. 28, 1977, 91 Stat. 1626, which is classified generally
to chapter 35 (§ 1701 et seq.) of Title 50, War and Na-
tional Defense. For complete classification of this Act
to the Code, see Short Title note set out under section
1701 of Title 50 and Tables.

The Right to Financial Privacy Act of 1978, referred
to in subsecs. (b)(3) and (c), is title XI of Pub. L. 95–630,
Nov. 10, 1978, 92 Stat. 3697, which is classified generally
to this chapter (§ 3401 et seq.). For complete classifica-
tion of this Act to the Code, see Short Title note set
out under section 3401 of this title and Tables.

CHANGE OF NAME

In subsec. (a), ‘‘magistrate judge’’ substituted for
‘‘magistrate’’ pursuant to section 321 of Pub. L. 101–650,
set out as a note under section 631 of Title 28, Judiciary
and Judicial Procedure.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3404, 3406, 3412,
3413, 3414 of this title; title 15 section 78u.

§ 3410. Customer challenges

(a) Filing of motion to quash or application to
enjoin; proper court; contents

Within ten days of service or within fourteen
days of mailing of a subpena, summons, or for-
mal written request, a customer may file a mo-
tion to quash an administrative summons or ju-
dicial subpena, or an application to enjoin a
Government authority from obtaining financial
records pursuant to a formal written request,
with copies served upon the Government author-
ity. A motion to quash a judicial subpena shall
be filed in the court which issued the subpena. A
motion to quash an administrative summons or
an application to enjoin a Government author-
ity from obtaining records pursuant to a formal
written request shall be filed in the appropriate
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United States district court. Such motion or ap-
plication shall contain an affidavit or sworn
statement—

(1) stating that the applicant is a customer
of the financial institution from which finan-
cial records pertaining to him have been
sought; and

(2) stating the applicant’s reasons for believ-
ing that the financial records sought are not
relevant to the legitimate law enforcement in-
quiry stated by the Government authority in
its notice, or that there has not been substan-
tial compliance with the provisions of this
chapter.

Service shall be made under this section upon a
Government authority by delivering or mailing
by registered or certified mail a copy of the pa-
pers to the person, office, or department speci-
fied in the notice which the customer has re-
ceived pursuant to this chapter. For the pur-
poses of this section, ‘‘delivery’’ has the mean-
ing stated in rule 5(b) of the Federal Rules of
Civil Procedure.
(b) Filing of response; additional proceedings

If the court finds that the customer has com-
plied with subsection (a) of this section, it shall
order the Government authority to file a sworn
response, which may be filed in camera if the
Government includes in its response the reasons
which make in camera review appropriate. If the
court is unable to determine the motion or ap-
plication on the basis of the parties’ initial alle-
gations and response, the court may conduct
such additional proceedings as it deems appro-
priate. All such proceedings shall be completed
and the motion or application decided within
seven calendar days of the filing of the Govern-
ment’s response.
(c) Decision of court

If the court finds that the applicant is not the
customer to whom the financial records sought
by the Government authority pertain, or that
there is a demonstrable reason to believe that
the law enforcement inquiry is legitimate and a
reasonable belief that the records sought are rel-
evant to that inquiry, it shall deny the motion
or application, and, in the case of an administra-
tive summons or court order other than a search
warrant, order such process enforced. If the
court finds that the applicant is the customer to
whom the records sought by the Government au-
thority pertain, and that there is not a demon-
strable reason to believe that the law enforce-
ment inquiry is legitimate and a reasonable be-
lief that the records sought are relevant to that
inquiry, or that there has not been substantial
compliance with the provisions of this chapter,
it shall order the process quashed or shall enjoin
the Government authority’s formal written re-
quest.
(d) Appeals

A court ruling denying a motion or applica-
tion under this section shall not be deemed a
final order and no interlocutory appeal may be
taken therefrom by the customer. An appeal of
a ruling denying a motion or application under
this section may be taken by the customer (1)
within such period of time as provided by law as
part of any appeal from a final order in any

legal proceeding initiated against him arising
out of or based upon the financial records, or (2)
within thirty days after a notification that no
legal proceeding is contemplated against him.
The Government authority obtaining the finan-
cial records shall promptly notify a customer
when a determination has been made that no
legal proceeding against him is contemplated.
After one hundred and eighty days from the de-
nial of the motion or application, if the Govern-
ment authority obtaining the records has not
initiated such a proceeding, a supervisory offi-
cial of the Government authority shall certify
to the appropriate court that no such deter-
mination has been made. The court may require
that such certifications be made, at reasonable
intervals thereafter, until either notification to
the customer has occurred or a legal proceeding
is initiated as described in clause (A).

(e) Sole judicial remedy available to customer
The challenge procedures of this chapter con-

stitute the sole judicial remedy available to a
customer to oppose disclosure of financial rec-
ords pursuant to this chapter.

(f) Affect on challenges by financial institutions
Nothing in this chapter shall enlarge or re-

strict any rights of a financial institution to
challenge requests for records made by a Gov-
ernment authority under existing law. Nothing
in this chapter shall entitle a customer to assert
the rights of a financial institution.

(Pub. L. 95–630, title XI, § 1110, Nov. 10, 1978, 92
Stat. 3703.)

REFERENCES IN TEXT

Rule 5(b) of the Federal Rules of Civil Procedure, re-
ferred to in subsec. (a), is set out in the Appendix to
Title 28, Judiciary and Judicial Procedure.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3405, 3407, 3408,
3413, 3421 of this title.

§ 3411. Duty of financial institutions

Upon receipt of a request for financial records
made by a Government authority under section
3405 or 3407 of this title, the financial institution
shall, unless otherwise provided by law, proceed
to assemble the records requested and must be
prepared to deliver the records to the Govern-
ment authority upon receipt of the certificate
required under section 3403(b) of this title.

(Pub. L. 95–630, title XI, § 1111, Nov. 10, 1978, 92
Stat. 3705.)

§ 3412. Use of information

(a) Transfer of financial records to other agen-
cies or departments; certification

Financial records originally obtained pursuant
to this chapter shall not be transferred to an-
other agency or department unless the transfer-
ring agency or department certifies in writing
that there is reason to believe that the records
are relevant to a legitimate law enforcement in-
quiry, or intelligence or counterintelligence ac-
tivity, investigation or analysis related to inter-
national terrorism within the jurisdiction of the
receiving agency or department.
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(b) Mailing of copy of certification and notice to
customer

When financial records subject to this chapter
are transferred pursuant to subsection (a) of this
section, the transferring agency or department
shall, within fourteen days, send to the cus-
tomer a copy of the certification made pursuant
to subsection (a) of this section and the follow-
ing notice, which shall state the nature of the
law enforcement inquiry with reasonable
specificity: ‘‘Copies of, or information contained
in, your financial records lawfully in possession
of have been furnished to

pursuant to the Right of Financial
Privacy Act of 1978 [12 U.S.C. 3401 et seq.] for the
following purpose: . If you believe
that this transfer has not been made to further
a legitimate law enforcement inquiry, you may
have legal rights under the Financial Privacy
Act of 1978 or the Privacy Act of 1974 [5 U.S.C.
552a].’’

(c) Court-ordered delays in mailing
Notwithstanding subsection (b) of this section,

notice to the customer may be delayed if the
transferring agency or department has obtained
a court order delaying notice pursuant to sec-
tion 3409(a) and (b) of this title and that order is
still in effect, or if the receiving agency or de-
partment obtains a court order authorizing a
delay in notice pursuant to section 3409(a) and
(b) of this title. Upon the expiration of any such
period of delay, the transferring agency or de-
partment shall serve to the customer the notice
specified in subsection (b) of this section and the
agency or department that obtained the court
order authorizing a delay in notice pursuant to
section 3409(a) and (b) of this title shall serve to
the customer the notice specified in section
3409(b) of this title.

(d) Exchanges of examination reports by super-
visory agencies; transfer of financial records
to defend customer action; withholding of in-
formation

Nothing in this chapter prohibits any super-
visory agency from exchanging examination re-
ports or other information with another super-
visory agency. Nothing in this chapter prohibits
the transfer of a customer’s financial records
needed by counsel for a Government authority
to defend an action brought by the customer.
Nothing in this chapter shall authorize the with-
holding of information by any officer or em-
ployee of a supervisory agency from a duly au-
thorized committee or subcommittee of the Con-
gress.

(e) Exchange of records, reports, or other infor-
mation

Notwithstanding section 3401(6) 1 of this title
or any other provision of law, the exchange of fi-
nancial records, examination reports or other
information with respect to a financial institu-
tion, holding company, or any subsidiary of a
depository institution or holding company,
among and between the five member supervisory
agencies of the Federal Financial Institutions
Examination Council, the Securities and Ex-

change Commission, and the Commodity Fu-
tures Trading Commission is permitted.
(f) Transfer to Attorney General or Secretary of

the Treasury
(1) In general

Nothing in this chapter shall apply when fi-
nancial records obtained by an agency or de-
partment of the United States are disclosed or
transferred to the Attorney General or the
Secretary of the Treasury upon the certifi-
cation by a supervisory level official of the
transferring agency or department that—

(A) there is reason to believe that the
records may be relevant to a violation of
Federal criminal law; and

(B) the records were obtained in the exer-
cise of the agency’s or department’s super-
visory or regulatory functions.

(2) Limitation on use
Records so transferred shall be used only for

criminal investigative or prosecutive pur-
poses, for civil actions under section 1833a of
this title, or for forfeiture under sections 2 981
or 982 of title 18 by the Department of Justice
and only for criminal investigative purposes
relating to money laundering and other finan-
cial crimes by the Department of the Treasury
and shall, upon completion of the investiga-
tion or prosecution (including any appeal), be
returned only to the transferring agency or de-
partment. No agency or department so trans-
ferring such records shall be deemed to have
waived any privilege applicable to those
records under law.

(Pub. L. 95–630, title XI, § 1112, Nov. 10, 1978, 92
Stat. 3705; Pub. L. 97–320, title IV, § 432(a), Oct.
15, 1982, 96 Stat. 1527; Pub. L. 100–690, title VI,
§ 6186(b), Nov. 18, 1988, 102 Stat. 4357; Pub. L.
101–73, title IX, § 944, Aug. 9, 1989, 103 Stat. 498;
Pub. L. 102–242, title IV, § 411(1), Dec. 19, 1991, 105
Stat. 2375; Pub. L. 102–550, title XV, § 1516, title
XVI, § 1606(b), Oct. 28, 1992, 106 Stat. 4059, 4087;
Pub. L. 106–102, title II, § 231(b)(2), title VII,
§ 727(b)(2), Nov. 12, 1999, 113 Stat. 1407, 1475; Pub.
L. 107–56, title III, § 358(f)(1), Oct. 26, 2001, 115
Stat. 327.)

REFERENCES IN TEXT

The Right of Financial Privacy Act of 1978, and the
Financial Privacy Act of 1978, referred to in subsec. (b),
both probably mean title XI of Pub. L. 95–630, Nov. 10,
1978, 92 Stat. 3697, known as the Right to Financial Pri-
vacy Act of 1978, which is classified generally to this
chapter (§ 3401 et seq.). For complete classification of
this Act to the Code, see Short Title note set out under
section 3401 of this title and Tables.

The Privacy Act of 1974, referred to in subsec. (b), is
Pub. L. 93–579, Dec. 31, 1974, 88 Stat. 1896, which enacted
section 552a of Title 5, Government Organization and
Employees, and provisions set out as notes under sec-
tion 552a of Title 5.

Section 3401(6) of this title, referred to in subsec. (e),
was redesignated section 3401(7) of this title by Pub. L.
101–73, title IX, § 941(1), Aug. 9, 1989, 103 Stat. 496.

AMENDMENTS

2001—Subsec. (a). Pub. L. 107–56 inserted ‘‘, or intel-
ligence or counterintelligence activity, investigation
or analysis related to international terrorism’’ after
‘‘legitimate law enforcement inquiry’’.
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1999—Subsec. (e). Pub. L. 106–102 inserted
‘‘, examination reports’’ after ‘‘financial records’’ and
substituted ‘‘provision of law,’’ for ‘‘provision of this
chapter,’’ and ‘‘, the Securities and Exchange Commis-
sion, and the Commodity Futures Trading Commis-
sion’’ for ‘‘and the Securities and Exchange Commis-
sion’’.

1992—Subsec. (f)(1). Pub. L. 102–550, § 1516(1), inserted
‘‘or the Secretary of the Treasury’’ after ‘‘the Attorney
General’’.

Subsec. (f)(2). Pub. L. 102–550, § 1606(b), inserted a
comma before ‘‘for civil actions’’ and made technical
amendment to reference to sections 981 or 982 of title
18.

Pub. L. 102–550, § 1516(2), inserted ‘‘and only for crimi-
nal investigative purposes relating to money launder-
ing and other financial crimes by the Department of
the Treasury’’ after ‘‘the Department of Justice’’.

1991—Subsec. (f)(2). Pub. L. 102–242 inserted ‘‘for civil
actions under section 1833a of this title, or for forfeit-
ure under sections 981 or 982 of title 18’’ after ‘‘or prose-
cutive purposes’’ and inserted at end ‘‘No agency or de-
partment so transferring such records shall be deemed
to have waived any privilege applicable to those
records under law.’’

1989—Subsec. (e). Pub. L. 101–73, § 944(1), which di-
rected the insertion of ‘‘, holding company, or any sub-
sidiary of a depository institution or holding com-
pany,’’ after ‘‘with respect to a depository institution’’,
was executed by making the insertion after ‘‘with re-
spect to a financial institution’’, as the probable intent
of Congress.

Pub. L. 101–73, § 944(2), substituted ‘‘Council and the
Securities and Exchange Commission’’ for ‘‘Council’’.

1988—Subsec. (f). Pub. L. 100–690 added subsec. (f).
1982—Subsec. (e). Pub. L. 97–320 added subsec. (e).

EFFECTIVE AND TERMINATION DATES OF 2001
AMENDMENT

Amendments by title III of Pub. L. 107–56 to termi-
nate effective on and after the first day of fiscal year
2005 if Congress enacts a joint resolution that such
amendments no longer have the force of law, see sec-
tion 303 of Pub. L. 107–56, set out as a Four-Year Con-
gressional Review; Expedited Consideration note under
section 5311 of Title 31, Money and Finance.

Amendment by Pub. L. 107–56 applicable with respect
to reports filed or records maintained on, before, or
after Oct. 26, 2001, see section 358(h) of Pub. L. 107–56,
set out as a note under section 1829b of this title.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by section 1606(b) of Pub. L. 102–550 effec-
tive as if included in the Federal Deposit Insurance
Corporation Improvement Act of 1991, Pub. L. 102–242,
as of Dec. 19, 1991, see section 1609(a) of Pub. L. 102–550,
set out as a note under section 191 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3409, 3413, 3420
of this title; title 15 section 78u.

§ 3413. Exceptions

(a) Disclosure of financial records not identified
with particular customers

Nothing in this chapter prohibits the disclo-
sure of any financial records or information
which is not identified with or identifiable as
being derived from the financial records of a
particular customer.
(b) Disclosure to, or examination by, supervisory

agency pursuant to exercise of supervisory,
regulatory, or monetary functions with re-
spect to financial institutions, holding com-
panies, subsidiaries, institution-affiliated
parties, or other persons

This chapter shall not apply to the examina-
tion by or disclosure to any supervisory agency

of financial records or information in the exer-
cise of its supervisory, regulatory, or monetary
functions, including conservatorship or receiver-
ship functions, with respect to any financial in-
stitution, holding company, subsidiary of a fi-
nancial institution or holding company, institu-
tion-affiliated party (within the meaning of sec-
tion 1813(u) of this title) with respect to a finan-
cial institution, holding company, or subsidiary,
or other person participating in the conduct of
the affairs thereof.
(c) Disclosure pursuant to title 26

Nothing in this chapter prohibits the disclo-
sure of financial records in accordance with pro-
cedures authorized by title 26.
(d) Disclosure pursuant to Federal statute or

rule promulgated thereunder
Nothing in this chapter shall authorize the

withholding of financial records or information
required to be reported in accordance with any
Federal statute or rule promulgated thereunder.
(e) Disclosure pursuant to Federal Rules of

Criminal Procedure or comparable rules of
other courts

Nothing in this chapter shall apply when fi-
nancial records are sought by a Government au-
thority under the Federal Rules of Civil or
Criminal Procedure or comparable rules of other
courts in connection with litigation to which
the Government authority and the customer are
parties.
(f) Disclosure pursuant to administrative sub-

pena issued by administrative law judge
Nothing in this chapter shall apply when fi-

nancial records are sought by a Government au-
thority pursuant to an administrative subpena
issued by an administrative law judge in an ad-
judicatory proceeding subject to section 554 of
title 5 and to which the Government authority
and the customer are parties.
(g) Disclosure pursuant to legitimate law en-

forcement inquiry respecting name, address,
account number, and type of account of par-
ticular customers

The notice requirements of this chapter and
sections 3410 and 3412 of this title shall not apply
when a Government authority by a means de-
scribed in section 3402 of this title and for a le-
gitimate law enforcement inquiry is seeking
only the name, address, account number, and
type of account of any customer or ascertain-
able group of customers associated (1) with a fi-
nancial transaction or class of financial trans-
actions, or (2) with a foreign country or subdivi-
sion thereof in the case of a Government author-
ity exercising financial controls over foreign ac-
counts in the United States under section 5(b) of
the Trading with the Enemy Act [12 U.S.C. 95a,
50 App. U.S.C. 5(b)]; the International Emer-
gency Economic Powers Act (title II, Public
Law 95–223) [50 U.S.C. 1701 et seq.]; or section
287c of title 22.
(h) Disclosure pursuant to lawful proceeding, in-

vestigation, etc., directed at financial institu-
tion or legal entity or consideration or ad-
ministration respecting Government loans,
loan guarantees, etc.

(1) Nothing in this chapter (except sections
3403, 3417 and 3418 of this title) shall apply when
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financial records are sought by a Government
authority—

(A) in connection with a lawful proceeding,
investigation, examination, or inspection di-
rected at a financial institution (whether or
not such proceeding, investigation, examina-
tion, or inspection is also directed at a cus-
tomer) or at a legal entity which is not a cus-
tomer; or

(B) in connection with the authority’s con-
sideration or administration of assistance to
the customer in the form of a Government
loan, loan guaranty, or loan insurance pro-
gram.

(2) When financial records are sought pursuant
to this subsection, the Government authority
shall submit to the financial institution the cer-
tificate required by section 3403(b) of this title.
For access pursuant to paragraph (1)(B), no fur-
ther certification shall be required for subse-
quent access by the certifying Government au-
thority during the term of the loan, loan guar-
anty, or loan insurance agreement.

(3) After the effective date of this chapter,
whenever a customer applies for participation in
a Government loan, loan guaranty, or loan in-
surance program, the Government authority ad-
ministering such program shall give the cus-
tomer written notice of the authority’s access
rights under this subsection. No further notifi-
cation shall be required for subsequent access by
that authority during the term of the loan, loan
guaranty, or loan insurance agreement.

(4) Financial records obtained pursuant to this
subsection may be used only for the purpose for
which they were originally obtained, and may be
transferred to another agency or department
only when the transfer is to facilitate a lawful
proceeding, investigation, examination, or in-
spection directed at a financial institution
(whether or not such proceeding, investigation,
examination, or inspection is also directed at a
customer), or at a legal entity which is not a
customer, except that—

(A) nothing in this paragraph prohibits the
use or transfer of a customer’s financial rec-
ords needed by counsel representing a Govern-
ment authority in a civil action arising from
a Government loan, loan guaranty, or loan in-
surance agreement; and

(B) nothing in this paragraph prohibits a
Government authority providing assistance to
a customer in the form of a loan, loan guar-
anty, or loan insurance agreement from using
or transferring financial records necessary to
process, service or foreclose a loan, or to col-
lect on an indebtedness to the Government re-
sulting from a customer’s default.

(5) Notification that financial records obtained
pursuant to this subsection may relate to a po-
tential civil, criminal, or regulatory violation
by a customer may be given to an agency or de-
partment with jurisdiction over that violation,
and such agency or department may then seek
access to the records pursuant to the provisions
of this chapter.

(6) Each financial institution shall keep a no-
tation of each disclosure made pursuant to para-
graph (1)(B) of this subsection, including the
date of such disclosure and the Government au-

thority to which it was made. The customer
shall be entitled to inspect this information.

(i) Disclosure pursuant to issuance of subpena or
court order respecting grand jury proceed-
ing

Nothing in this chapter (except sections 3415
and 3420 of this title) shall apply to any subpena
or court order issued in connection with pro-
ceedings before a grand jury, except that a court
shall have authority to order a financial institu-
tion, on which a grand jury subpoena for cus-
tomer records has been served, not to notify the
customer of the existence of the subpoena or in-
formation that has been furnished to the grand
jury, under the circumstances and for the period
specified and pursuant to the procedures estab-
lished in section 3409 of this title.

(j) Disclosure pursuant to proceeding, investiga-
tion, etc., instituted by General Accounting
Office and directed at a government author-
ity

This chapter shall not apply when financial
records are sought by the General Accounting
Office pursuant to an authorized proceeding, in-
vestigation, examination or audit directed at a
government authority.

(k) Disclosure necessary for proper administra-
tion of programs of withholding taxes on
nonresident aliens, Federal Old-Age, Sur-
vivors, and Disability Insurance Benefits,
and Railroad Retirement Act Benefits

(1) Nothing in this chapter shall apply to the
disclosure by the financial institution of the
name and address of any customer to the De-
partment of the Treasury, the Social Security
Administration, or the Railroad Retirement
Board, where the disclosure of such information
is necessary to, and such information is used
solely for the purpose of, the proper administra-
tion of section 1441 of title 26, title II of the So-
cial Security Act [42 U.S.C. 401 et seq.], or the
Railroad Retirement Act of 1974 [45 U.S.C. 231 et
seq.].

(2) Notwithstanding any other provision of
law, any request authorized by paragraph (1)
(and the information contained therein) may be
used by the financial institution or its agents
solely for the purpose of providing the cus-
tomer’s name and address to the Department of
the Treasury, the Social Security Administra-
tion, or the Railroad Retirement Board and
shall be barred from redisclosure by the finan-
cial institution or its agents.

(l) Crimes against financial institutions by insid-
ers

Nothing in this chapter shall apply when any
financial institution or supervisory agency pro-
vides any financial record of any officer, direc-
tor, employee, or controlling shareholder (with-
in the meaning of subparagraph (A) or (B) of sec-
tion 1841(a)(2) of this title or subparagraph (A)
or (B) of section 1730a(a)(2) of this title) of such
institution, or of any major borrower from such
institution who there is reason to believe may
be acting in concert with any such officer, direc-
tor, employee, or controlling shareholder, to the
Attorney General of the United States, to a
State law enforcement agency, or, in the case of
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a possible violation of subchapter II of chapter
53 of title 31, to the Secretary of the Treasury if
there is reason to believe that such record is rel-
evant to a possible violation by such person of—

(1) any law relating to crimes against finan-
cial institutions or supervisory agencies by di-
rectors, officers, employees, or controlling
shareholders of, or by borrowers from, finan-
cial institutions; or

(2) any provision of subchapter II of chapter
53 of title 31 or of section 1956 or 1957 of title
18.

No supervisory agency which transfers any such
record under this subsection shall be deemed to
have waived any privilege applicable to that
record under law.
(m) Disclosure to, or examination by, employees

or agents of Board of Governors of Federal
Reserve System or Federal Reserve Bank

This chapter shall not apply to the examina-
tion by or disclosure to employees or agents of
the Board of Governors of the Federal Reserve
System or any Federal Reserve Bank of finan-
cial records or information in the exercise of the
Federal Reserve System’s authority to extend
credit to the financial institutions or others.
(n) Disclosure to, or examination by, Resolution

Trust Corporation or its employees or agents
This chapter shall not apply to the examina-

tion by or disclosure to the Resolution Trust
Corporation or its employees or agents of finan-
cial records or information in the exercise of its
conservatorship, receivership, or liquidation
functions with respect to a financial institution.
(o) Disclosure to, or examination by, Federal

Housing Finance Board or Federal home
loan banks

This chapter shall not apply to the examina-
tion by or disclosure to the Federal Housing Fi-
nance Board or any of the Federal home loan
banks of financial records or information in the
exercise of the Federal Housing Finance Board’s
authority to extend credit (either directly or
through a Federal home loan bank) to financial
institutions or others.
(p) Access to information necessary for adminis-

tration of certain veteran benefits laws
(1) Nothing in this chapter shall apply to the

disclosure by the financial institution of the
name and address of any customer to the De-
partment of Veterans Affairs where the disclo-
sure of such information is necessary to, and
such information is used solely for the purposes
of, the proper administration of benefits pro-
grams under laws administered by the Sec-
retary.

(2) Notwithstanding any other provision of
law, any request authorized by paragraph (1)
(and the information contained therein) may be
used by the financial institution or its agents
solely for the purpose of providing the cus-
tomer’s name and address to the Department of
Veterans Affairs and shall be barred from redis-
closure by the financial institution or its
agents.
(q) Disclosure pursuant to Federal contractor-is-

sued travel charge card
Nothing in this chapter shall apply to the dis-

closure of any financial record or information to

a Government authority in conjunction with a
Federal contractor-issued travel charge card is-
sued for official Government travel.

(Pub. L. 95–630, title XI, § 1113, Nov. 10, 1978, 92
Stat. 3706; Pub. L. 98–21, title I, § 121(c)(3)(C),
Apr. 20, 1983, 97 Stat. 83; Pub. L. 99–514, § 2, Oct.
22, 1986, 100 Stat. 2095; Pub. L. 99–570, title I,
§ 1353(b), Oct. 27, 1986, 100 Stat. 3207–22; Pub. L.
100–690, title VI, § 6186(c), Nov. 18, 1988, 102 Stat.
4358; Pub. L. 101–73, title IX, § 942, Aug. 9, 1989,
103 Stat. 497; Pub. L. 101–647, title I, § 104, Nov.
29, 1990, 104 Stat. 4791; Pub. L. 102–242, title IV,
§ 411(2)–(4), Dec. 19, 1991, 105 Stat. 2375; Pub. L.
102–568, title VI, § 603(a), Oct. 29, 1992, 106 Stat.
4342; Pub. L. 105–264, § 2(c)(1), Oct. 19, 1998, 112
Stat. 2351.)

REFERENCES IN TEXT

The Federal Rules of Civil Procedure, referred to in
subsec. (e), are set out in the Appendix to Title 28, Ju-
diciary and Judicial Procedure.

The Federal Rules of Criminal Procedure, referred to
in subsec. (e), are set out in the Appendix to Title 18,
Crimes and Criminal Procedure.

The International Emergency Economic Powers Act,
referred to in subsec. (g), is title II of Pub. L. 95–223,
Dec. 28, 1977, 91 Stat. 1626, which is classified generally
to chapter 35 (§ 1701 et seq.) of Title 50, War and Na-
tional Defense. For complete classification of this Act
to the Code, see Short Title note set out under section
1701 of Title 50 and Tables.

The effective date of this chapter, referred to in sub-
sec. (h)(3), is the date upon the expiration of 120 days
after Nov. 10, 1978. See section 2101 of Pub. L. 95–630, set
out as an Effective Date note under section 375b of this
title.

The Social Security Act, referred to in subsec. (k)(1),
is act Aug. 14, 1935, ch. 531, 49 Stat. 620, as amended.
Title II of such Act is classified generally to subchapter
II (§ 401 et seq.) of chapter 7 of Title 42, The Public
Health and Welfare. For complete classification of this
Act to the Code, see section 1305 of Title 42 and Tables.

The Railroad Retirement Act of 1974, referred to in
subsec. (k)(1), is act Aug. 29, 1935, ch. 812, as amended,
generally by Pub. L. 93–445, title I, § 101, Oct. 16, 1974, 88
Stat. 1305, which is classified generally to subchapter
IV (§ 231 et seq.) of chapter 9 of Title 45, Railroads. For
further details and complete classification of this Act
to the Code, see Codification note set out preceding
section 231 of Title 45, section 231t of Title 45, and
Tables.

AMENDMENTS

1998—Subsec. (q). Pub. L. 105–264 added subsec. (q).
1992—Subsec. (p). Pub. L. 102–586 added subsec. (p).
1991—Subsec. (h)(1)(A), (4). Pub. L. 102–242, § 411(2), (3),

substituted ‘‘a financial institution (whether or not
such proceeding, investigation, examination, or inspec-
tion is also directed at a customer)’’ for ‘‘the financial
institution in possession of such records’’.

Subsec. (l). Pub. L. 102–242, § 411(4), inserted at end
‘‘No supervisory agency which transfers any such
record under this subsection shall be deemed to have
waived any privilege applicable to that record under
law.’’

1990—Subsec. (l)(2). Pub. L. 101–647 inserted before pe-
riod at end ‘‘or of section 1956 or 1957 of title 18’’.

1989—Subsec. (b). Pub. L. 101–73, § 942(1), amended sub-
sec. (b) generally. Prior to amendment, subsec. (b) read
as follows: ‘‘Nothing in this chapter prohibits examina-
tion by or disclosure to any supervisory agency of fi-
nancial records or information in the exercise of its su-
pervisory, regulatory, or monetary functions with re-
spect to a financial institution.’’

Subsecs. (m) to (o). Pub. L. 101–73, § 942(2), added sub-
secs. (m) to (o).

1988—Subsec. (l). Pub. L. 100–690 added subsec. (l).
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1 See References in Text note below. 2 So in original. Probably should be ‘‘counterintelligence’’.

1986—Subsec. (c). Pub. L. 99–514 substituted ‘‘Internal
Revenue Code of 1986’’ for ‘‘Internal Revenue Code of
1954’’, which for purposes of codification was translated
as ‘‘title 26’’ thus requiring no change in text.

Subsec. (i). Pub. L. 99–570 inserted ‘‘, except that a
court shall have authority to order a financial institu-
tion, on which a grand jury subpoena for customer
records has been served, not to notify the customer of
the existence of the subpoena or information that has
been furnished to the grand jury, under the circum-
stances and for the period specified and pursuant to the
procedures established in section 3409 of this title’’.

Subsec. (k)(1). Pub. L. 99–514 substituted ‘‘Internal
Revenue Code of 1986’’ for ‘‘Internal Revenue Code of
1954’’, which for purposes of codification was translated
as ‘‘title 26’’ thus requiring no change in text.

1983—Subsec. (k). Pub. L. 98–21 added subsec. (k).

EFFECTIVE DATE OF 1998 AMENDMENT

Amendment by Pub. L. 105–264 effective Oct. 1, 1983,
and applicable to any records created pursuant to
United States Travel and Transportation Payment and
Expense Control System or any Federal contractor-is-
sued travel charge card issued for official Government
travel, see section 2(c)(2) of Pub. L. 105–264, set out as
a Requiring Use of Travel Charge Card note under sec-
tion 5701 of Title 5, Government Organization and Em-
ployees.

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 98–21 applicable to benefits re-
ceived after Dec. 31, 1983, in taxable years ending after
such date, except for any portion of a lump-sum pay-
ment of social security benefits received after Dec. 31,
1983, if the generally applicable payment date for such
portion was before Jan. 1, 1984, see section 121(g) of Pub.
L. 98–21, set out as an Effective Date note under section
86 of Title 26, Internal Revenue Code.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3402, 3415 of this
title; title 38 section 5319; title 42 section 652.

§ 3414. Special procedures

(a)(1) Nothing in this chapter (except sections
3415, 3417, 3418, and 3421 1 of this title) shall apply
to the production and disclosure of financial
records pursuant to requests from—

(A) a Government authority authorized to
conduct foreign counter- or foreign positive-
intelligence activities for purposes of conduct-
ing such activities;

(B) the Secret Service for the purpose of con-
ducting its protective functions (18 U.S.C. 3056;
3 U.S.C. 202, Public Law 90–331, as amended); or

(C) a Government authority authorized to
conduct investigations of, or intelligence or
counterintelligence analyses related to, inter-
national terrorism for the purpose of conduct-
ing such investigations or analyses.

(2) In the instances specified in paragraph (1),
the Government authority shall submit to the
financial institution the certificate required in
section 3403(b) of this title signed by a super-
visory official of a rank designated by the head
of the Government authority.

(3) No financial institution, or officer, em-
ployee, or agent of such institution, shall dis-
close to any person that a Government author-
ity described in paragraph (1) has sought or ob-
tained access to a customer’s financial records.

(4) The Government authority specified in
paragraph (1) shall compile an annual tabulation
of the occasions in which this section was used.

(5)(A) Financial institutions, and officers, em-
ployees, and agents thereof, shall comply with a
request for a customer’s or entity’s financial
records made pursuant to this subsection by the
Federal Bureau of Investigation when the Direc-
tor of the Federal Bureau of Investigation (or
the Director’s designee in a position not lower
than Deputy Assistant Director at Bureau head-
quarters or a Special Agent in Charge in a Bu-
reau field office designated by the Director) cer-
tifies in writing to the financial institution that
such records are sought for foreign counter in-
telligence 2 purposes to protect against inter-
national terrorism or clandestine intelligence
activities, provided that such an investigation
of a United States person is not conducted sole-
ly upon the basis of activities protected by the
first amendment to the Constitution of the
United States.

(B) The Federal Bureau of Investigation may
disseminate information obtained pursuant to
this paragraph only as provided in guidelines ap-
proved by the Attorney General for foreign in-
telligence collection and foreign counter-
intelligence investigations conducted by the
Federal Bureau of Investigation, and, with re-
spect to dissemination to an agency of the
United States, only if such information is clear-
ly relevant to the authorized responsibilities of
such agency.

(C) On the dates provided in section 415b of
title 50, the Attorney General shall fully inform
the congressional intelligence committees (as
defined in section 401a of title 50) concerning all
requests made pursuant to this paragraph.

(D) No financial institution, or officer, em-
ployee, or agent of such institution, shall dis-
close to any person that the Federal Bureau of
Investigation has sought or obtained access to a
customer’s or entity’s financial records under
this paragraph.

(b)(1) Nothing in this chapter shall prohibit a
Government authority from obtaining financial
records from a financial institution if the Gov-
ernment authority determines that delay in ob-
taining access to such records would create im-
minent danger of—

(A) physical injury to any person;
(B) serious property damage; or
(C) flight to avoid prosecution.

(2) In the instances specified in paragraph (1),
the Government shall submit to the financial in-
stitution the certificate required in section
3403(b) of this title signed by a supervisory offi-
cial of a rank designated by the head of the Gov-
ernment authority.

(3) Within five days of obtaining access to fi-
nancial records under this subsection, the Gov-
ernment authority shall file with the appro-
priate court a signed, sworn statement of a su-
pervisory official of a rank designated by the
head of the Government authority setting forth
the grounds for the emergency access. The Gov-
ernment authority shall thereafter comply with
the notice provisions of section 3409(c) of this
title.

(4) The Government authority specified in
paragraph (1) shall compile an annual tabulation
of the occasions in which this section was used.
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(Pub. L. 95–630, title XI, § 1114, Nov. 10, 1978, 92
Stat. 3707; Pub. L. 97–320, title IV, § 432(b), Oct.
15, 1982, 96 Stat. 1527; Pub. L. 99–569, title IV,
§ 404, Oct. 27, 1986, 100 Stat. 3197; Pub. L. 107–56,
title III, § 358(f)(2), title V, § 505(b), Oct. 26, 2001,
115 Stat. 327, 365; Pub. L. 107–306, title VIII,
§ 811(b)(9), Nov. 27, 2002, 116 Stat. 2426.)

REFERENCES IN TEXT

Section 3421 of this title, referred to in subsec. (a)(1),
was repealed by Pub. L. 104–66, title III, § 3001(d), Dec.
21, 1995, 109 Stat. 734.

Public Law 90–331, as amended, referred to in subsec.
(a)(1)(B), is Pub. L. 90–331, June 6, 1968, 82 Stat. 170, as
amended, which is set out as a note under section 3056
of Title 18, Crimes and Criminal Procedure.

AMENDMENTS

2002—Subsec. (a)(5)(C). Pub. L. 107–306 substituted
‘‘On the dates provided in section 415b of title 50, the
Attorney General shall fully inform the congressional
intelligence committees (as defined in section 401a of
title 50)’’ for ‘‘On a semiannual basis the Attorney Gen-
eral shall fully inform the Permanent Select Commit-
tee on Intelligence of the House of Representatives and
the Select Committee on Intelligence of the Senate’’.

2001—Subsec. (a)(1)(C). Pub. L. 107–56, § 358(f)(2), added
subpar. (C).

Subsec. (a)(5)(A). Pub. L. 107–56, § 505(b), inserted ‘‘in
a position not lower than Deputy Assistant Director at
Bureau headquarters or a Special Agent in Charge in a
Bureau field office designated by the Director’’ after
‘‘Director’s designee’’ and substituted ‘‘sought for for-
eign counter intelligence purposes to protect against
international terrorism or clandestine intelligence ac-
tivities, provided that such an investigation of a United
States person is not conducted solely upon the basis of
activities protected by the first amendment to the Con-
stitution of the United States’’ for ‘‘sought for foreign
counterintelligence purposes and that there are specific
and articulable facts giving reason to believe that the
customer or entity whose records are sought is a for-
eign power or an agent of a foreign power as defined in
section 1801 of title 50’’.

1986—Subsec. (a)(5). Pub. L. 99–569 added par. (5).
1982—Subsec. (b)(2). Pub. L. 97–320 struck out ‘‘of’’

after ‘‘financial institution’’.

EFFECTIVE AND TERMINATION DATES OF 2001
AMENDMENT

Amendments by title III of Pub. L. 107–56 to termi-
nate effective on and after the first day of fiscal year
2005 if Congress enacts a joint resolution that such
amendments no longer have the force of law, see sec-
tion 303 of Pub. L. 107–56, set out as a Four-Year Con-
gressional Review; Expedited Consideration note under
section 5311 of Title 31, Money and Finance.

Amendment by section 358(f)(2) of Pub. L. 107–56 ap-
plicable with respect to reports filed or records main-
tained on, before, or after Oct. 26, 2001, see section
358(h) of Pub. L. 107–56, set out as a note under section
1829b of this title.

TRANSFER OF FUNCTIONS

For transfer of the functions, personnel, assets, and
obligations of the United States Secret Service, includ-
ing the functions of the Secretary of the Treasury re-
lating thereto, to the Secretary of Homeland Security,
and for treatment of related references, see sections
381, 551(d), 552(d), and 557 of Title 6, Domestic Security,
and the Department of Homeland Security Reorganiza-
tion Plan of November 25, 2002, as modified, set out as
a note under section 542 of Title 6.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3402, 3409 of this
title; title 50 section 415b.

§ 3415. Cost reimbursement

Except for records obtained pursuant to sec-
tion 3403(d) or 3413(a) through (h) of this title, or
as otherwise provided by law, a Government au-
thority shall pay to the financial institution as-
sembling or providing financial records pertain-
ing to a customer and in accordance with proce-
dures established by this chapter a fee for reim-
bursement for such costs as are reasonably nec-
essary and which have been directly incurred in
searching for, reproducing, or transporting
books, papers, records, or other data required or
requested to be produced. The Board of Gov-
ernors of the Federal Reserve System shall, by
regulation, establish the rates and conditions
under which such payment may be made.

(Pub. L. 95–630, title XI, § 1115(a), Nov. 10, 1978, 92
Stat. 3708.)

EFFECTIVE DATE

Section 1115(b) of Pub. L. 95–630 provided that: ‘‘This
section shall take effect on October 1, 1979.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3413, 3414 of this
title; title 42 section 1383.

§ 3416. Jurisdiction

An action to enforce any provision of this
chapter may be brought in any appropriate
United States district court without regard to
the amount in controversy within three years
from the date on which the violation occurs or
the date of discovery of such violation, which-
ever is later.

(Pub. L. 95–630, title XI, § 1116, Nov. 10, 1978, 92
Stat. 3708.)

§ 3417. Civil penalties

(a) Liability of agencies or departments of
United States or financial institutions

Any agency or department of the United
States or financial institution obtaining or dis-
closing financial records or information con-
tained therein in violation of this chapter is lia-
ble to the customer to whom such records relate
in an amount equal to the sum of—

(1) $100 without regard to the volume of
records involved;

(2) any actual damages sustained by the cus-
tomer as a result of the disclosure;

(3) such punitive damages as the court may
allow, where the violation is found to have
been willful or intentional; and

(4) in the case of any successful action to en-
force liability under this section, the costs of
the action together with reasonable attorney’s
fees as determined by the court.

(b) Disciplinary action for willful or intentional
violation of chapter by agents or employees
of department or agency

Whenever the court determines that any agen-
cy or department of the United States has vio-
lated any provision of this chapter and the court
finds that the circumstances surrounding the
violation raise questions of whether an officer or
employee of the department or agency acted
willfully or intentionally with respect to the
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1 So in original.

violation, the Director of the Office of Personnel
Management shall promptly initiate a proceed-
ing to determine whether disciplinary action is
warranted against the agent or employee who
was primarily responsible for the violation. The
Director after investigation and consideration of
the evidence submitted, shall submit his find-
ings and recommendations to the administrative
authority of the agency concerned and shall
send copies of the findings and recommendations
to the officer or employee or his representative.
The administrative authority shall take the cor-
rective action that the Director recommends.

(c) Good faith defense
Any financial institution or agent or employee

thereof making a disclosure of financial records
pursuant to this chapter in good-faith reliance
upon a certificate by any Government authority
or pursuant to the provisions of section 3413(l) of
this title shall not be liable to the customer for
such disclosure under this chapter, the constitu-
tion of any State, or any law or regulation of
any State or any political subdivision of any
State.

(d) Exclusive judicial remedies and sanctions
The remedies and sanctions described in this

chapter shall be the only authorized judicial
remedies and sanctions for violations of this
chapter.

(Pub. L. 95–630, title XI, § 1117, Nov. 10, 1978, 92
Stat. 3708; 1978 Reorg. Plan No. 2, § 102, eff. Jan.
1, 1979, 43 F.R. 36067, 92 Stat. 3783; Pub. L.
100–690, title VI, § 6186(d), Nov. 18, 1988, 102 Stat.
4358.)

AMENDMENTS

1988—Subsec. (c). Pub. L. 100–690 inserted ‘‘or pursu-
ant to the provisions of section 3413(l) of this title’’
after ‘‘Government authority’’ and ‘‘under this chapter,
the constitution of any State, or any law or regulation
of any State or any political subdivision of any State’’
after ‘‘such disclosure’’.

TRANSFER OF FUNCTIONS

‘‘Director of the Office of Personnel Management’’
and ‘‘Director’’ substituted in subsec. (b) for ‘‘Civil
Service Commission’’ and ‘‘Commission’’ pursuant to
Reorg. Plan No. 2 of 1978, § 102, 43 F.R. 36037, 92 Stat.
3783, set out under section 1101 of Title 5, Government
Organization and Employees, which transferred func-
tions vested by statute in Civil Service Commission to
Director of Office of Personnel Management (except as
otherwise specified), effective Jan. 1, 1979, as provided
by section 1–102 of Ex. Ord. No. 12107, Dec. 28, 1978, 44
F.R. 1055, set out under section 1101 of Title 5.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3413, 3414 of this
title.

§ 3418. Injunctive relief

In addition to any other remedy contained in
this chapter, injunctive relief shall be available
to require that the procedures of this chapter
are complied with. In the event of any successful
action, costs together with reasonable attor-
ney’s fees as determined by the court may be re-
covered.

(Pub. L. 95–630, title XI, § 1118, Nov. 10, 1978, 92
Stat. 3709.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3413, 3414 of this
title.

§ 3419. Suspension of limitations

If any individual files a motion or application
under this chapter which has the effect of delay-
ing the access of a Government authority to fi-
nancial records pertaining to such individual,
any applicable statute of limitations shall be
deemed to be tolled for the period extending
from the date such motion or application was
filed until the date upon which the motion or
application is decided.

(Pub. L. 95–630, title XI, § 1119, Nov. 10, 1978, 92
Stat. 3709.)

§ 3420. Grand jury information; notification of
certain persons prohibited

(a) Financial records about a customer ob-
tained from a financial institution pursuant to a
subpena issued under the authority of a Federal
grand jury—

(1) shall be returned and actually presented
to the grand jury unless the volume of such
records makes such return and actual presen-
tation impractical in which case the grand
jury shall be provided with a description of the
contents of the records.; 1

(2) shall be used only for the purpose of con-
sidering whether to issue an indictment or
presentment by that grand jury, or of pros-
ecuting a crime for which that indictment or
presentment is issued, or for a purpose author-
ized by rule 6(e) of the Federal Rules of Crimi-
nal Procedure, or for a purpose authorized by
section 3412(a) of this title;

(3) shall be destroyed or returned to the fi-
nancial institution if not used for one of the
purposes specified in paragraph (2); and

(4) shall not be maintained, or a description
of the contents of such records shall not be
maintained by any Government authority
other than in the sealed records of the grand
jury, unless such record has been used in the
prosecution of a crime for which the grand
jury issued an indictment or presentment or
for a purpose authorized by rule 6(e) of the
Federal Rules of Criminal Procedure.

(b)(1) No officer, director, partner, employee,
or shareholder of, or agent or attorney for, a fi-
nancial institution shall, directly or indirectly,
notify any person named in a grand jury sub-
poena served on such institution in connection
with an investigation relating to a possible—

(A) crime against any financial institution
or supervisory agency or crime involving a
violation of the Controlled Substance Act [21
U.S.C. 801 et seq.], the Controlled Substances
Import and Export Act [21 U.S.C. 951 et seq.],
section 1956 or 1957 of title 18, sections 5313,
5316 and 5324 of title 31, or section 6050I of title
26; or

(B) conspiracy to commit such a crime,

about the existence or contents of such sub-
poena, or information that has been furnished to
the grand jury in response to such subpoena.
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(2) Section 1818 of this title and section
1786(k)(2) of this title shall apply to any viola-
tion of this subsection.

(Pub. L. 95–630, title XI, § 1120, Nov. 10, 1978, 92
Stat. 3709; Pub. L. 100–690, title VI, § 6186(e), Nov.
18, 1988, 102 Stat. 4358; Pub. L. 101–73, title IX,
§ 943, Aug. 9, 1989, 103 Stat. 497; Pub. L. 102–550,
title XV, § 1532, Oct. 28, 1992, 106 Stat. 4066; Pub.
L. 107–56, title III, § 358(f)(3), Oct. 26, 2001, 115
Stat. 327.)

REFERENCES IN TEXT

Rule 6(e) of the Federal Rules of Criminal Procedure,
referred to in subsec. (a)(2), (4), is set out in the Appen-
dix to Title 18, Crimes and Criminal Procedure.

The Controlled Substance Act, referred to in subsec.
(b)(1)(A), probably means the Controlled Substances
Act, which is title II of Pub. L. 91–513, Oct. 27, 1970, 84
Stat. 1242, as amended, and which is classified prin-
cipally to subchapter I (§ 801 et seq.) of chapter 13 of
Title 21, Food and Drugs. For complete classification of
this Act to the Code, see Short Title note set out under
section 801 of Title 21 and Tables.

The Controlled Substances Import and Export Act,
referred to in subsec. (b)(1)(A), is title III of Pub. L.
91–513, Oct. 27, 1970, 84 Stat. 1285, as amended, which is
classified principally to subchapter II (§ 951 et seq.) of
chapter 13 of Title 21. For complete classification of
this Act to the Code, see Short Title note set out under
section 951 of Title 21 and Tables.

AMENDMENTS

2001—Subsec. (a)(2). Pub. L. 107–56 inserted ‘‘, or for a
purpose authorized by section 3412(a) of this title’’ be-
fore semicolon at end.

1992—Subsec. (b)(1)(A). Pub. L. 102–550 inserted before
semicolon ‘‘or crime involving a violation of the Con-
trolled Substance Act, the Controlled Substances Im-
port and Export Act, section 1956 or 1957 of title 18, sec-
tions 5313, 5316 and 5324 of title 31, or section 6050I of
title 26’’.

1989—Pub. L. 101–73 designated existing provisions as
subsec. (a) and added subsec. (b).

1988—Par. (1). Pub. L. 100–690 inserted ‘‘unless the vol-
ume of such records makes such return and actual pres-
entation impractical in which case the grand jury shall
be provided with a description of the contents of the
records.’’ before semicolon at end.

EFFECTIVE AND TERMINATION DATES OF 2001
AMENDMENT

Amendments by title III of Pub. L. 107–56 to termi-
nate effective on and after the first day of fiscal year
2005 if Congress enacts a joint resolution that such
amendments no longer have the force of law, see sec-
tion 303 of Pub. L. 107–56, set out as a Four-Year Con-
gressional Review; Expedited Consideration note under
section 5311 of Title 31, Money and Finance.

Amendment by Pub. L. 107–56 applicable with respect
to reports filed or records maintained on, before, or
after Oct. 26, 2001, see section 358(h) of Pub. L. 107–56,
set out as a note under section 1829b of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3413 of this title.

§ 3421. Repealed. Pub. L. 104�66, title III,
§ 3001(d), Dec. 21, 1995, 109 Stat. 734

Section, Pub. L. 95–630, title XI, § 1121, Nov. 10, 1978,
92 Stat. 3710, related to reporting requirements.

§ 3422. Applicability to Securities and Exchange
Commission

Except as provided in the Securities Exchange
Act of 1934 [15 U.S.C. 78a et seq.], this chapter

shall apply with respect to the Securities and
Exchange Commission.

(Pub. L. 95–630, title XI, § 1122, Nov. 10, 1978, 92
Stat. 3710; Pub. L. 96–433, § 2, Oct. 10, 1980, 94
Stat. 1855.)

REFERENCES IN TEXT

The Securities Exchange Act of 1934, referred to in
text, is act June 6, 1934, ch. 404, 48 Stat. 881, as amend-
ed, which is classified principally to chapter 2B (§ 78a et
seq.) of Title 15, Commerce and Trade. For complete
classification of this Act to the Code, see section 78a of
Title 15 and Tables.

AMENDMENTS

1980—Pub. L. 96–433 substituted provision making this
chapter applicable with respect to the Commission, ex-
cept as provided in the Securities Exchange Act of 1934,
for provision exempting the Commission from this
chapter for a period of two years from November 10,
1978.

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96–433 effective Nov. 10, 1980,
see section 5(b) of Pub. L. 96–433, set out as a note under
section 78u of Title 15, Commerce and Trade.

CHAPTER 36�DEPOSITORY INSTITUTIONS
DEREGULATION AND FINANCIAL REGULA-
TION SIMPLIFICATION

SUBCHAPTER I—DEPOSITORY
INSTITUTIONS DEREGULATION

§§ 3501 to 3509. Omitted

CODIFICATION

Sections 3501 to 3509, which provided for creation and
operation of Depository Institutions Deregulation Com-
mittee, were omitted pursuant to section 3509 which
provided that the Committee and all authorities trans-
ferred to the Committee ceased to exist on expiration
of six years after Mar. 31, 1980.

Section 3501, Pub. L. 96–221, title II, § 202, Mar. 31,
1980, 94 Stat. 142, set out congressional findings and
stated that the purpose in enacting this subchapter was
to provide for orderly phase-out and ultimate elimi-
nation of limitations on maximum rates of interest and
dividends which could be paid on deposits and accounts
by depository institutions.

Pub. L. 96–221, title II, § 201, Mar. 31, 1980, 94 Stat. 142,
provided that title II of Pub. L. 96–221 (subchapter I of
this chapter) could be cited as the ‘‘Depository Institu-
tions Deregulation Act of 1980’’.

Pub. L. 96–221, title VIII, § 801, Mar. 31, 1980, 94 Stat.
191, provided that title VIII of Pub. L. 96–221 (sub-
chapter II of this chapter) could be cited as the ‘‘Finan-
cial Regulation Simplification Act of 1980’’, prior to re-
peal (effective 5 years after the date of enactment) by
Pub. L. 96–221, title VIII, § 806, Mar. 31, 1980, 94 Stat. 192.

Section 3502, Pub. L. 96–221, title II, § 203, Mar. 31,
1980, 94 Stat. 142, provided for membership and author-
ity of Depository Institutions Deregulation Committee.

Section 3503, Pub. L. 96–221, title II, § 204, Mar. 31,
1980, 94 Stat. 143; Pub. L. 97–320, title III, § 327, Oct. 15,
1982, 96 Stat. 1501; Pub. L. 97–457, § 13, Jan. 12, 1983, 96
Stat. 2508, provided for phase-out and elimination of
limitations, and gradual increases in maximum rates of
interest and dividends paid on deposits and accounts.

Section 3504, Pub. L. 96–221, title II, § 205, Mar. 31,
1980, 94 Stat. 143, set voting requirements respecting
targets for limitations on maximum rates of interest
and dividends paid on deposits and accounts and phase-
out of interest rate controls.

Section 3505, Pub. L. 96–221, title II, § 206, Mar. 31,
1980, 94 Stat. 143, set out the reporting requirements for
individual members of Deregulation Committee.
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Section 3506, Pub. L. 96–221, title II, § 207, Mar. 31,
1980, 94 Stat. 144, provided for repeal of related statu-
tory authorities.

Section 3507, Pub. L. 96–221, title II, § 208, Mar. 31,
1980, 94 Stat. 144; Pub. L. 101–73, title VII, § 744(s), Aug.
9, 1989, 103 Stat. 440, set the procedures applicable for
enforcement of regulations.

Section 3508, Pub. L. 96–221, title II, § 209, Mar. 31,
1980, 94 Stat. 145, provided for transitional application
of rules and regulations issued pursuant to transferred
statutory authorities.

Section 3509, Pub. L. 96–221, title II, § 210, Mar. 31,
1980, 94 Stat. 145, directed that, on the expiration of six
years after Mar. 31, 1980, all authorities transferred to
Deregulation Committee by this subchapter would
cease to be effective and Deregulation Committee
would cease to exist.

SUBCHAPTER II—REGULATORY
SIMPLIFICATION

§§ 3521 to 3524. Repealed. Pub. L. 96�221, title
VIII, § 806, Mar. 31, 1980, 94 Stat. 192

Section 3521, Pub. L. 96–221, title VIII, § 802, Mar. 31,
1980, 94 Stat. 191, set forth Congressional findings with
respect to regulatory simplification.

Section 3522, Pub. L. 96–221, title VIII, § 803, Mar. 31,
1980, 94 Stat. 191, set forth statement of policy respect-
ing regulations issued by Federal financial regulatory
agencies.

Section 3523, Pub. L. 96–221, title VIII, § 804, Mar. 31,
1980, 94 Stat. 192, authorized program for periodic re-
view by financial regulatory agencies of existing regu-
lations, and revision of regulations not in accord with
policy statement.

Section 3524, Pub. L. 96–221, title VIII, § 805, Mar. 31,
1980, 94 Stat. 192, related to reporting requirements for
each financial regulatory agency.

EFFECTIVE DATE OF REPEAL

Section 806 of title II of Pub. L. 96–221 provided that:
‘‘This title [enacting this subchapter] is hereby re-
pealed five years after the date of enactment of this
title [Mar. 31, 1980].’’

CHAPTER 37�SOLAR ENERGY AND ENERGY
CONSERVATION BANK

§§ 3601 to 3620. Repealed. Pub. L. 102�550, title
IX, § 912(i)(1), Oct. 28, 1992, 106 Stat. 3876

Section 3601, Pub. L. 96–294, title V, § 503, June 30,
1980, 94 Stat. 719, provided Congressional statement of
purpose for this chapter.

Section 3602, Pub. L. 96–294, title V, § 504, June 30,
1980, 94 Stat. 719; Pub. L. 98–181, title IV, § 463(a), Nov.
30, 1983, 97 Stat. 1233, provided definitions for this chap-
ter.

Section 3603, Pub. L. 96–294, title V, § 505, June 30,
1980, 94 Stat. 722; Pub. L. 100–122, § 2(a), Sept. 30, 1987, 101
Stat. 793; Pub. L. 100–154, Nov. 5, 1987, 101 Stat. 890; Pub.
L. 100–170, Nov. 17, 1987, 101 Stat. 914; Pub. L. 100–179,
Dec. 3, 1987, 101 Stat. 1018; Pub. L. 100–200, Dec. 21, 1987,
101 Stat. 1327, established Solar Energy and Energy
Conservation Bank.

Section 3604, Pub. L. 96–294, title V, § 506, June 30,
1980, 94 Stat. 723; Pub. L. 100–242, title V, § 570(e), Feb.
5, 1988, 101 Stat. 1950, provided for a Board of Directors
for Bank.

Section 3605, Pub. L. 96–294, title V, § 507, June 30,
1980, 94 Stat. 723, provided for officers and personnel of
Bank.

Section 3606, Pub. L. 96–294, title V, § 508, June 30,
1980, 94 Stat. 723; Pub. L. 98–181, title IV, § 463(b), Nov.
30, 1983, 97 Stat. 1233, provided for establishment of ad-
visory committees of Bank.

Section 3607, Pub. L. 96–294, title V, § 509, June 30,
1980, 94 Stat. 725; Pub. L. 100–242, title V, § 570(e), Feb.
5, 1988, 101 Stat. 1950, authorized financial assistance in

various forms and limitations and conditions on such
assistance.

Section 3608, Pub. L. 96–294, title V, § 510, June 30,
1980, 94 Stat. 726, provided for establishment of levels of
financial assistance.

Section 3609, Pub. L. 96–294, title V, § 511, June 30,
1980, 94 Stat. 726; Pub. L. 98–181, title IV, § 463(c), Nov.
30, 1983, 97 Stat. 1233, set maximum amounts of finan-
cial assistance for residential and commercial energy
conserving improvements.

Section 3610, Pub. L. 96–294, title V, § 512, June 30,
1980, 94 Stat. 728, set maximum amounts of financial as-
sistance for solar energy systems.

Section 3611, Pub. L. 96–294, title V, § 513, June 30,
1980, 94 Stat. 729, established general conditions on fi-
nancial assistance for loans.

Section 3612, Pub. L. 96–294, title V, § 514, June 30,
1980, 94 Stat. 730; Pub. L. 98–181, title IV, § 463(d), for-
merly § 463(c), Nov. 30, 1983, 97 Stat. 1234; Pub. L. 98–479,
title I, § 104(d)(1), (e)(1), Oct. 17, 1984, 98 Stat. 2226, es-
tablished conditions on financial assistance for residen-
tial and commercial energy conserving improvements.

Section 3613, Pub. L. 96–294, title V, § 515, June 30,
1980, 94 Stat. 732; Pub. L. 100–242, title V, § 570(e), Feb.
5, 1988, 101 Stat. 1950; Pub. L. 100–418, title V, § 5115(c),
Aug. 23, 1988, 102 Stat. 1433, established conditions on fi-
nancial assistance for solar energy systems.

Section 3614, Pub. L. 96–294, title V, § 516, June 30,
1980, 94 Stat. 734, provided limitations on provision of
financial assistance for residential and commercial en-
ergy conserving improvements.

Section 3615, Pub. L. 96–294, title V, § 517, June 30,
1980, 94 Stat. 734, provided limitations on provision of
financial assistance for solar energy systems.

Section 3616, Pub. L. 96–294, title V, § 518, June 30,
1980, 94 Stat. 735, authorized Bank to promote program
established by this chapter.

Section 3617, Pub. L. 96–294, title V, § 519, June 30,
1980, 94 Stat. 736, provided for submission of reports to
Congress.

Section 3618, Pub. L. 96–294, title V, § 520, June 30,
1980, 94 Stat. 736; Pub. L. 98–181, title IV, § 463(e), Nov.
30, 1983, 97 Stat. 1234; Pub. L. 98–479, title I,
§ 104(d)(2)(A), Oct. 17, 1984, 98 Stat. 2226, provided for
promulgation of rules and regulations to implement
this chapter.

Section 3619, Pub. L. 96–294, title V, § 521, June 30,
1980, 94 Stat. 737, established penalties relating to dis-
closure of facts or statements required by this chapter.

Section 3620, Pub. L. 96–294, title V, § 522, June 30,
1980, 94 Stat. 737; Pub. L. 98–181, title IV, § 463(f)(2), Nov.
30, 1983, 97 Stat. 1235, authorized appropriations for resi-
dential and commercial energy conserving improve-
ments and solar energy systems.

SHORT TITLE

Pub. L. 96–294, title V, § 501, June 30, 1980, 94 Stat. 719,
provided that title V of Pub. L. 96–294 was to be cited
as the ‘‘Solar Energy and Energy Conservation Act of
1980’’, prior to repeal by Pub. L. 102–550, title IX,
§ 912(i)(1), Oct. 28, 1992, 106 Stat. 3876.

Pub. L. 96–294, title V, § 502, June 30, 1980, 94 Stat. 719,
provided that subtitle A (§§ 502–534) of title V of Pub. L.
96–294 was to be cited as the ‘‘Solar Energy and Energy
Conservation Bank Act’’, prior to repeal by Pub. L.
102–550, title IX, § 912(i)(1), Oct. 28, 1992, 106 Stat. 3876.

CHAPTER 38�MULTIFAMILY MORTGAGE
FORECLOSURE

Sec.
3701. Findings and purpose.
3702. Definitions.
3703. Applicability.
3704. Foreclosure commissioner; designation, du-

ties, etc.
3705. Prerequisites to foreclosure.
3706. Notice of default and foreclosure sale; condi-

tion and term of sale.
3707. Commencement of foreclosure; powers and

duties of foreclosure commissioner or sub-
stitute.
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Sec.
3708. Service of notice of default and foreclosure

sale.
3709. Presale reinstatement.

(a) Grounds.
(b) Views of Secretary.
(c) Mortgage subsequent to reinstate-

ment.
(d) Subsequent foreclosures.

3710. Foreclosure sale.
(a) Time of sale; public auction; location.
(b) Conduct of sale.
(c) Adjournment or cancellation.

3711. Foreclosure costs.
3712. Disposition of sale proceeds.
3713. Transfer of title and possession.

(a) Payment and delivery of deeds.
(b) Quit claim deed.
(c) Possession by purchaser; continuing

interests.
(d) Right of redemption; right of posses-

sion.
(e) Imposition of tax on conveyance to

the Secretary.
3714. Record of foreclosure and sale.
3715. Computation of time.
3716. Separability.
3717. Regulations.

§ 3701. Findings and purpose

(a) The Congress finds that—
(1) disparate State laws under which the

Secretary of Housing and Urban Development
forecloses multifamily mortgages burden the
programs administered by the Secretary pur-
suant to these authorities, and cause det-
riment to the residents of the affected projects
and the community generally;

(2) long periods to complete the foreclosure
of these mortgages under certain State laws
lead to deterioration in the condition of the
properties involved; necessitate substantial
Federal management and holding expendi-
tures; increase the risk of vandalism, fire loss,
depreciation, damage, and waste with respect
to the properties; and adversely affect the
residents of the projects and the neighbor-
hoods in which the properties are located;

(3) these conditions seriously impair the
Secretary’s ability to protect the Federal fi-
nancial interest in the affected properties and
frustrate attainment of the objectives of the
underlying Federal program authorities, as
well as the national housing goal of ‘‘a decent
home and a suitable living environment for
every American family’’;

(4) application of State redemption periods
to these mortgages following their foreclosure
would impair the salability of the properties
involved and discourage their rehabilitation
and improvement, thereby compounding the
problems referred to in clause (3);

(5) the availability of a uniform and more
expeditious procedure for the foreclosure of
these mortgages by the Secretary and con-
tinuation of the practice of not applying post-
sale redemption periods to such mortgages
will tend to ameliorate these conditions; and

(6) providing the Secretary with a nonjudi-
cial foreclosure procedure will reduce unneces-
sary litigation by removing many foreclosures
from the courts where they contribute to over-
crowded calendars.

(b) The purpose of this chapter is to create a
uniform Federal foreclosure remedy for multi-
family mortgages.

(Pub. L. 97–35, title III, § 362, Aug. 13, 1981, 95
Stat. 422; Pub. L. 102–550, title V, § 517(a), Oct. 28,
1992, 106 Stat. 3791.)

AMENDMENTS

1992—Subsec. (a)(1). Pub. L. 102–550, § 517(a)(1), sub-
stituted ‘‘multifamily mortgages’’ for ‘‘real estate
mortgages which the Secretary holds pursuant to title
II of the National Housing Act or section 312 of the
Housing Act of 1964 covering multiunit residential and
nonresidential properties’’.

Subsec. (b). Pub. L. 102–550, § 517(a)(2), substituted
‘‘multifamily mortgages’’ for ‘‘multiunit residential
and nonresidential mortgages held by the Secretary of
Housing and Urban Development pursuant to title II of
the National Housing Act or section 312 of the Housing
Act of 1964’’.

EFFECTIVE DATE

Section 371 of subtitle A of title III of Pub. L. 97–35
provided that:

‘‘(a) Except as otherwise provided in this subtitle, the
provisions of this subtitle [for classification of subtitle
A (§ 300–371) of title III of Pub. L. 97–35, see Tables] shall
take effect on October 1, 1981.

‘‘(b) The amendments made by sections 324, 325, and
326(a) [amending section 1437f of Title 42, The Public
Health and Welfare] shall apply only with respect to
contracts entered into on and after October 1, 1981.’’

SHORT TITLE

Section 361 of part 6 of subtitle A of title III of Pub.
L. 97–35 provided that: ‘‘This part [enacting this chap-
ter] may be cited as the ‘Multifamily Mortgage Fore-
closure Act of 1981’.’’

§ 3702. Definitions

As used in this chapter—
(1) ‘‘mortgage’’ means a deed of trust, mort-

gage, deed to secure debt, security agreement,
or any other form of instrument under which
any interest in property, real, personal or
mixed, or any interest in property including
leaseholds, life estates, reversionary interests,
and any other estates under applicable State
law, is conveyed in trust, mortgaged, encum-
bered, pledged, or otherwise rendered subject
to a lien, for the purpose of securing the pay-
ment of money or the performance of an obli-
gation;

(2) ‘‘multifamily mortgage’’ means a mort-
gage held by the Secretary pursuant to—

(A) section 608 or 801, or title II or X, of
the National Housing Act [12 U.S.C. 1743,
1748, 1707 et seq., 1749aa et seq.];

(B) section 312 of the Housing Act of 1964
[42 U.S.C. 1452b], as it existed immediately
before its repeal by section 289 of the Cran-
ston-Gonzalez National Affordable Housing
Act;

(C) section 202 of the Housing Act of 1959
[12 U.S.C. 1701q], as it existed immediately
before its amendment by section 801 of the
Cranston-Gonzalez National Affordable
Housing Act;

(D) section 202 of the Housing Act of 1959
[12 U.S.C. 1701q], as amended by section 801
of the Cranston-Gonzalez National Afford-
able Housing Act; and

(E) section 811 of the Cranston-Gonzalez
National Affordable Housing Act [42 U.S.C.
8013].

(3) ‘‘mortgage agreement’’ means the note or
debt instrument and the mortgage instrument,
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deed of trust instrument, trust deed, or instru-
ment or instruments creating the mortgage,
including any instrument incorporated by ref-
erence therein (including any applicable regu-
latory agreement), and any instrument or
agreement amending or modifying any of the
foregoing;

(4) ‘‘mortgagor’’ means the obligor, grantor,
or trustor named in the mortgage agreement
and, unless the context otherwise indicates,
includes the current owner of record of the se-
curity property whether or not personally lia-
ble on the mortgage debt;

(5) ‘‘person’’ includes any individual, group
of individuals, association, partnership, cor-
poration, or organization;

(6) ‘‘record’’ and ‘‘recorded’’ included ‘‘reg-
ister’’ and ‘‘registered’’ in the instance of reg-
istered land;

(7) ‘‘security property’’ means the property,
real, personal or mixed, or an interest in prop-
erty, including leaseholds, life estate, rever-
sionary interests, and any other estates under
applicable State law, together with fixtures
and other interests subject to the lien of the
mortgage under applicable State law;

(8) ‘‘State’’ means the several States, the
District of Columbia, the Commonwealth of
Puerto Rico, the territories and possessions of
the United States, and the Trust Territory of
the Pacific Islands, and Indian tribes as de-
fined by the Secretary;

(9) ‘‘county’’ means county as defined in sec-
tion 2 of title 1; and

(10) ‘‘Secretary’’ means the Secretary of
Housing and Urban Development.

(Pub. L. 97–35, title III, § 363, Aug. 13, 1981, 95
Stat. 422; Pub. L. 102–550, title V, § 517(b), Oct. 28,
1992, 106 Stat. 3792.)

REFERENCES IN TEXT

The National Housing Act, referred to in par. (2)(A),
is act June 27, 1934, ch. 847, 48 Stat. 1246, as amended.
Title II of the Act is classified principally to sub-
chapter II (§ 1707 et seq.) of chapter 13 of this title. Title
X of the Act, which was classified principally to sub-
chapter IX–A (§ 1749aa et seq.) of chapter 13 of this title,
was repealed by Pub. L. 101–235, title I, § 133(a), Dec. 15,
1989, 103 Stat. 2027. For complete classification of this
Act to the Code, see section 1701 of this title and
Tables.

Section 312 of the Housing Act of 1964, referred to in
par. (2)(B), is section 312 of Pub. L. 88–560, which was
classified to section 1452b of Title 42, The Public Health
and Welfare, and was repealed by Pub. L. 101–625, title
II, § 289(b)(1), Nov. 28, 1990, 104 Stat. 4128.

Section 801 of the Cranston-Gonzalez National Afford-
able Housing Act, referred to in par. (2)(C), (D), is sec-
tion 801 of Pub. L. 101–625.

AMENDMENTS

1992—Par. (2). Pub. L. 102–550 amended par. (2) gener-
ally. Prior to amendment, par. (2) read as follows:
‘‘ ‘multifamily mortgage’ means a mortgage held by the
Secretary pursuant to title II of the National Housing
Act or section 312 of the House Act of 1964 covering any
property, except a property on which there is located a
one- to four-family residence;’’.

TERMINATION OF TRUST TERRITORY OF THE PACIFIC
ISLANDS

For termination of Trust Territory of the Pacific Is-
lands, see note set out preceding section 1681 of Title
48, Territories and Insular Possessions.

§ 3703. Applicability

Multifamily mortgages held by the Secretary
encumbering real estate located in any State
may be foreclosed by the Secretary in accord-
ance with this chapter, or pursuant to other
foreclosure procedures available, at the option
of the Secretary. If the Secretary forecloses on
any such mortgage pursuant to such other fore-
closure procedures available, the provisions of
section 3706(b) of this title may be applied at the
discretion of the Secretary.

(Pub. L. 97–35, title III, § 364, Aug. 13, 1981, 95
Stat. 423; Pub. L. 98–181, title IV, § 471, Nov. 30,
1983, 97 Stat. 1237.)

AMENDMENTS

1983—Pub. L. 98–181 inserted provision relating to ap-
plication of section 3706(b) of this title in event of fore-
closure under other foreclosure procedures.

§ 3704. Foreclosure commissioner; designation,
duties, etc.

A foreclosure commissioner or commissioners
designated pursuant to this chapter shall have a
nonjudicial power of sale as provided in this
chapter. Where the Secretary is the holder of a
multifamily mortgage, the Secretary may des-
ignate a foreclosure commissioner and, with or
without cause, may designate a substitute fore-
closure commissioner to replace a previously
designated foreclosure commissioner, by execut-
ing a duly acknowledged, written designation
stating the name and business or residential ad-
dress of the commissioner or substitute commis-
sioner. The designation shall be effective upon
execution. Except as provided in section 3707(b)
of this title, a copy of the designation shall be
mailed with each copy of the notice of default
and foreclosure sale served by mail in accord-
ance with section 3708(1) of this title. The fore-
closure commissioner, if a natural person, shall
be a resident of the State in which the security
property is located and, if not a natural person,
the foreclosure commissioner must be duly au-
thorized to transact business under the laws of
the State in which the security property is lo-
cated. The foreclosure commissioner shall be a
person who is responsible, financially sound and
competent to conduct the foreclosure. More
than one foreclosure commissioner may be des-
ignated. If a natural person is designated as
foreclosure commissioner or substitute fore-
closure commissioner, such person shall be des-
ignated by name, except that where such person
is designated in his or her capacity as an official
or employee of the government of the State or
subdivision thereof in which the security prop-
erty is located, such person may be designated
by his or her unique title or position instead of
by name. The Secretary shall be a guarantor of
payment of any judgment against the fore-
closure commissioner for damages based upon
the commissioner’s failure properly to perform
the commissioner’s duties. As between the Sec-
retary and the mortgagor, the Secretary shall
bear the risk of any financial default by the
foreclosure commissioner. In the event that the
Secretary makes any payment pursuant to the
preceding two sentences, the Secretary shall be
fully subrogated to the rights satisfied by such
payment.
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(Pub. L. 97–35, title III, § 365, Aug. 13, 1981, 95
Stat. 423.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3707, 3708 of this
title.

§ 3705. Prerequisites to foreclosure

Foreclosure by the Secretary under this chap-
ter of a multifamily mortgage may be com-
menced, as provided in section 3707 of this title,
upon the breach of a covenant or condition in
the mortgage agreement for which foreclosure is
authorized under the mortgage, except that no
such foreclosure may be commenced unless any
previously pending proceeding, judicial or non-
judicial, separately instituted by the Secretary
to foreclose the mortgage other than under this
chapter has been withdrawn, dismissed, or
otherwise terminated. No such separately insti-
tuted foreclosure proceeding on the mortgage
shall be instituted by the Secretary during the
pendency of foreclosure pursuant to this chap-
ter. Nothing in this chapter shall preclude the
Secretary from enforcing any right, other than
foreclosure, under applicable State law, includ-
ing any right to obtain a monetary judgment.
Nothing in this chapter shall preclude the Sec-
retary from foreclosing under this chapter
where the Secretary has obtained or is seeking
any other remedy available pursuant to Federal
or State law or under the mortgage agreement,
including, but not limited to, the appointment
of a receiver, mortgagee-in-possession status, re-
lief under an assignment of rents, or transfer to
a nonprofit entity pursuant to section 1701q of
this title or section 8013 of title 42.

(Pub. L. 97–35, title III, § 366, Aug. 13, 1981, 95
Stat. 424; Pub. L. 102–550, title V, § 517(c), Oct. 28,
1992, 106 Stat. 3792.)

AMENDMENTS

1992—Pub. L. 102–550 substituted ‘‘status, relief under
an assignment of rents, or transfer to a nonprofit en-
tity pursuant to section 1701q of this title or section
8013 of title 42’’ for ‘‘status or relief under an assign-
ment of rents’’ in last sentence.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3707 of this title.

§ 3706. Notice of default and foreclosure sale;
condition and term of sale

(a) The notice of default and foreclosure sale
to be served in accordance with this chapter
shall be subscribed with the name and address of
the foreclosure commissioner and the date on
which subscribed, and shall set forth the follow-
ing information:

(1) the names of the Secretary, the original
mortgagee and the original mortgagor;

(2) the street address or a description of the
location of the security property, and a de-
scription of the security property, or so much
thereof as is to be offered for sale, sufficient to
identify the property to be sold;

(3) the date of the mortgage, the office in
which the mortgage is recorded, and the liber
and folio or other description of the location
of recordation of the mortgage;

(4) the failure to make payment, including
the due date of the earliest installment pay-

ment remaining wholly unpaid as of the date
the notice is subscribed, or the description of
other default or defaults upon which fore-
closure is based, and the acceleration of the
secured indebtedness;

(5) the date, time, and place of the fore-
closure sale;

(6) a statement that the foreclosure is being
conducted pursuant to this chapter;

(7) the types of costs, if any, to be paid by
the purchaser upon transfer of title; and

(8) the amount and method of deposit to be
required at the foreclosure sale (except that
no deposit shall be required of the Secretary),
the time and method of payment of the bal-
ance of the foreclosure purchase price and
other appropriate terms of sale.

(b)(1) Except as provided in paragraph (2)(A),
the Secretary may require, as a condition and
term of sale, that the purchaser at a foreclosure
sale under this chapter agree to continue to op-
erate the security property in accordance with
the terms of the program under which the mort-
gage insurance or assistance was provided, or
any applicable regulatory or other agreement in
effect with respect to such property imme-
diately prior to the time of foreclosure sale.

(2)(A) In any case where the majority of the
residential units in a property subject to such a
sale are occupied by residential tenants at the
time of the sale, the Secretary shall require, as
a condition and term of sale, any purchaser
(other than the Secretary) to operate the prop-
erty in accordance with such terms, as appro-
priate, of the programs referred to in paragraph
(1).

(B) In any case where the Secretary is the pur-
chaser of a multifamily project, the Secretary
shall manage and dispose of such project in ac-
cordance with the provisions of section 203 of
the Housing and Community Development
Amendments of 1978 [12 U.S.C. 1701z–11].

(Pub. L. 97–35, title III, § 367, Aug. 13, 1981, 95
Stat. 424; Pub. L. 102–550, title V, § 517(d), Oct. 28,
1992, 106 Stat. 3792.)

AMENDMENTS

1992—Subsec. (b)(1). Pub. L. 102–550 amended par. (1)
generally. Prior to amendment, par. (1) read as follows:
‘‘Except as provided in paragraph (2)(A), the Secretary
may require, as a condition and term of sale, that the
purchaser at a foreclosure sale under this chapter agree
to continue to operate the security property in accord-
ance with the terms, as appropriate, of the loan pro-
gram under section 312 of the Housing Act of 1964, the
program under which insurance under title II of the Na-
tional Housing Act was originally provided with re-
spect to such property, or any applicable regulatory or
other agreement in effect with respect to such property
immediately prior to the time of foreclosure sale.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3703, 3708 of this
title.

§ 3707. Commencement of foreclosure; powers
and duties of foreclosure commissioner or
substitute

(a) If the Secretary as holder of a multifamily
mortgage determines that the prerequisites to
foreclosure set forth in section 3705 of this title
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are satisfied, the Secretary may request the
foreclosure commissioner to commence fore-
closure of the mortgage. Upon such request, the
foreclosure commissioner shall commence fore-
closure of the mortgage, by commencing service
of a notice of default and foreclosure sale in ac-
cordance with section 3708 of this title.

(b) Subsequent to commencement of a fore-
closure under this chapter, the Secretary may
designate a substitute foreclosure commissioner
at any time up to forty-eight hours prior to the
time of foreclosure sale, and the foreclosure
shall continue without prejudice, unless the sub-
stitute commissioner, in his or her sole discre-
tion, finds that continuation of the foreclosure
sale will unfairly affect the interests of the
mortgagor. In the event that the substitute
commissioner makes such a finding, the sub-
stitute commissioner shall cancel the fore-
closure sale, or adjourn such sale in the manner
provided in section 3710(c) of this title. Upon
designation of a substitute foreclosure commis-
sioner, a copy of the written notice of such des-
ignation referred to in section 3704 of this title
shall be served upon the persons set forth in sec-
tion 3708(1) of this title (1) by mail as provided
in such section 3708 of this title (except that the
minimum time periods between mailing and the
date of foreclosure sale prescribed in such sec-
tion shall not apply to notice by mail pursuant
to this subsection), or (2) in any other manner,
which in the substitute commissioner’s sole dis-
cretion, is conducive to achieving timely notice
of such substitution. In the event a substitute
foreclosure commissioner is designated less than
forty-eight hours prior to the time of the fore-
closure sale, the pending foreclosure shall be
terminated and a new foreclosure shall be com-
menced by commencing service of a new notice
of default and foreclosure sale.

(Pub. L. 97–35, title III, § 368, Aug. 13, 1981, 95
Stat. 425.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3704, 3705, 3708,
3709 of this title.

§ 3708. Service of notice of default and fore-
closure sale

The foreclosure commissioner shall serve the
notice of default and foreclosure sale provided
for in section 3706 of this title upon the follow-
ing persons and in the following manner, and no
additional notice shall be required to be served
notwithstanding any notice requirements of any
State or local law—

(1) The notice of default and foreclosure sale,
together with the designation required by sec-
tion 3704 of this title, shall be sent by certified
or registered mail, postage prepaid and return
receipt requested, to the following persons:

(A) the current security property owner of
record, as the record exists forty-five days
prior to the date originally set for fore-
closure sale, whether or not the notice de-
scribes a sale adjourned as provided in this
chapter;

(B) the original mortgagor and all subse-
quent mortgagors of record or other persons
who appear of record or in the mortgage

agreement to be liable for part or all of the
mortgage debt, as the record exists forty-
five days prior to the date originally set for
foreclosure sale, whether or not the notice
describes a sale adjourned as provided in this
chapter, except any such mortgagors or per-
sons who have been released; and

(C) all persons holding liens of record upon
the security property, as the record exists
forty-five days prior to the date originally
set for foreclosure sale, whether or not the
notice describes a sale adjourned as provided
in this chapter.

Notice under clauses (A) and (B) of this para-
graph shall be mailed at least twenty-one days
prior to the date of foreclosure sale, and shall
be mailed to the owner or mortgagor at the
address stated in the mortgage agreement, or,
if none, to the address of the security prop-
erty, or, at the discretion of the foreclosure
commissioner, to any other address believed
to be that of such owner or mortgagor. Notice
under clause (C) of this paragraph shall be
mailed at least ten days prior to the date of
foreclosure sale, and shall be mailed to each
such lienholder’s address as stated of record
or, at the discretion of the foreclosure com-
missioner, to any other address believed to be
that of such lienholder. Notice by mail pursu-
ant to this subsection or section 3707(b) of this
title shall be deemed duly given upon mailing,
whether or not received by the addressee and
whether or not a return receipt is received or
the letter is returned.

(2) A copy of the notice of default and fore-
closure sale shall be published, as provided
herein, once a week during three successive
calendar weeks, and the date of last publica-
tion shall be not less than four nor more than
twelve days prior to the sale date. The infor-
mation included in the notice of default and
foreclosure sale pursuant to section 3706(a)(4)
of this title may be omitted, in the foreclosure
commissioner’s discretion, from the published
notice. Such publication shall be in a news-
paper or newspapers having general circula-
tion in the county or counties in which the se-
curity property being sold is located. To the
extent practicable, the newspaper or news-
papers chosen shall be a newspaper or news-
papers, if any is available, having circulation
conducive to achieving notice of foreclosure
by publication. Should there be no newspaper
published at least weekly which has a general
circulation in one of the counties in which the
security property being sold is located, copies
of the notice of default and foreclosure sale
shall be posted in at least three public places
in each such county at least twenty-one days
prior to the date of sale.

(3) A copy of the notice of default and fore-
closure sale shall be posted in a prominent
place at or on the real property to be sold at
least seven days prior to the foreclosure sale,
and entry upon the premises for this purpose
shall be privileged as against all persons. If
the property consists of two or more non-
contiguous parcels of land, a copy of the no-
tice of default and foreclosure sale shall be
posted in a prominent place on each such par-
cel. If the security property consists of two or
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more separate buildings, a copy of the notice
of default and foreclosure sale shall be posted
in a prominent place on each such building.
Posting at or on the premises shall not be re-
quired where the foreclosure commissioner, in
the commissioner’s sole discretion, finds that
the act of posting will likely cause a breach of
the peace or that posting may result in an in-
creased risk of vandalism or damage to the
property.

(Pub. L. 97–35, title III, § 369, Aug. 13, 1981, 95
Stat. 426.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3704, 3707, 3710,
3711, 3714 of this title.

§ 3709. Presale reinstatement

(a) Grounds
Except as provided in sections 3707(b) and

3710(c) of this title, the foreclosure commis-
sioner shall withdraw the security property
from foreclosure and cancel the foreclosure sale
only if—

(1) the Secretary so directs the commis-
sioner prior to or at the time of sale;

(2) the commissioner finds, upon application
of the mortgagor at least three days prior to
the date of sale, that the default or defaults
upon which the foreclosure is based did not
exist at the time of service of the notice of de-
fault and foreclosure sale; or

(3)(A) in the case of a foreclosure involving
a monetary default, there is tendered to the
foreclosure commissioner before public auc-
tion is completed the entire amount of prin-
cipal and interest which would be due if pay-
ments under the mortgage had not been accel-
erated; (B) in the case of a foreclosure involv-
ing a nonmonetary default, the foreclosure
commissioner, upon application of the mortga-
gor before the date of foreclosure sale, finds
that such default is cured; and (C) there is ten-
dered to the foreclosure commissioner before
public auction is completed all amounts due
under the mortgage agreement (excluding ad-
ditional amounts which would have been due if
mortgage payments had been accelerated), all
amounts of expenditures secured by the mort-
gage and all costs of foreclosure incurred for
which payment from the proceeds of fore-
closure is provided in section 3711 of this title,
except that the Secretary shall have discre-
tion to refuse to cancel a foreclosure pursuant
to this paragraph (3) if the current mortgagor
or owner of record has on one or more previous
occasions caused a foreclosure of the mort-
gage, commenced pursuant to this part or
otherwise, to be canceled by curing a default.

(b) Views of Secretary
Prior to withdrawing the security property

from foreclosure in the circumstances described
in subsection (a)(2) or (a)(3) of this section, the
foreclosure commissioner shall afford the Sec-
retary a reasonable opportunity to demonstrate
why the security property should not be so with-
drawn.
(c) Mortgage subsequent to reinstatement

In any case in which a foreclosure commenced
under this chapter is canceled, the mortgage

shall continue in effect as though acceleration
had not occurred.
(d) Subsequent foreclosures

If the foreclosure commissioner cancels a fore-
closure sale under this chapter a new foreclosure
may be subsequently commenced as provided in
this chapter.

(Pub. L. 97–35, title III, § 369A, Aug. 13, 1981, 95
Stat. 427.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3710 of this title.

§ 3710. Foreclosure sale

(a) Time of sale; public auction; location
The date of foreclosure sale set forth in the

notice of default and foreclosure sale shall not
be prior to thirty days after the due date of the
earliest installment wholly unpaid or the earli-
est occurrence of any uncured nonmonetary de-
fault upon which foreclosure is based. Fore-
closure sale pursuant to this chapter shall be at
public auction, and shall be scheduled to begin
between the hours of 9 o’clock ante meridian
and 4 o’clock post meridian local time on a day
other than Sunday or a public holiday as defined
by section 6103(a) of title 5 or State law. The
foreclosure sale shall be held at a location speci-
fied in the notice of default and foreclosure sale,
which shall be a location where foreclosure real
estate auctions are customarily held in the
county or one of the counties in which the prop-
erty to be sold is located, or at a courthouse
therein, or at or on the property to be sold. Sale
of security property situated in two or more
counties may be held in any one of the counties
in which any part of the security property is sit-
uated.
(b) Conduct of sale

The foreclosure commissioner shall conduct
the foreclosure sale in accordance with the pro-
visions of this chapter and in a manner fair to
both the mortgagor and the Secretary. The fore-
closure commissioner shall attend the fore-
closure sale in person, or, if there are two or
more commissioners, at least one shall attend
the foreclosure sale. In the event that no fore-
closure commissioner is a natural person, the
foreclosure commissioner shall cause its duly
authorized employee to attend the foreclosure
sale to act on its behalf. Written one-price
sealed bids shall be accepted by the foreclosure
commissioner from the Secretary and other per-
sons for entry by announcement by the commis-
sioner at the sale. The Secretary and any other
person may bid at the foreclosure sale, including
the Secretary or any other person who has sub-
mitted a written one-price bid, except that the
foreclosure commissioner or any relative, relat-
ed business entity or employee of such commis-
sioner or entity shall not be permitted to bid in
any manner on the security property subject to
foreclosure sale. The foreclosure commissioner
may serve as auctioneer, or, in accordance with
regulations of the Secretary, may employ an
auctioneer to be paid from the commission pro-
vided for in section 3711(5) of this title.
(c) Adjournment or cancellation

The foreclosure commissioner shall have dis-
cretion, prior to or at the time of sale, to ad-
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journ or cancel the foreclosure sale if the com-
missioner determines, in the commissioner’s
sole discretion, that circumstances are not con-
ducive to a sale which is fair to the mortgagor
and the Secretary or that additional time is nec-
essary to determine whether the security prop-
erty should be withdrawn from foreclosure as
provided in section 3709 of this title. The fore-
closure commissioner may adjourn a sale to a
later hour the same day without the giving of
further notice, or may adjourn the foreclosure
sale for not less than nine nor more than twen-
ty-four days, in which case the commissioner
shall serve a notice of default and foreclosure
sale revised to recite that the foreclosure sale
has been adjourned to a specified date and to in-
clude any corrections the foreclosure commis-
sioner deems appropriate. Such notice shall be
served by publication, mailing and posting in ac-
cordance with section 3708 of this title, except
that publication may be made on any of three
separate days prior to the revised date of fore-
closure sale, and mailing may be made at any
time at least seven days prior to the date to
which the foreclosure sale has been adjourned.

(Pub. L. 97–35, title III, § 369B, Aug. 13, 1981, 95
Stat. 428.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3707, 3709, 3711,
3714 of this title.

§ 3711. Foreclosure costs

The following foreclosure costs shall be paid
from the sale proceeds prior to satisfaction of
any other claim to such sale proceeds:

(1) necessary advertising costs and postage
incurred in giving notice pursuant to sections
3708 and 3710 of this title;

(2) mileage for posting notices and for the
foreclosure commissioner’s attendance at the
sale at the rate provided in section 1921 of title
28 for mileage by the most reasonable road dis-
tance;

(3) reasonable and necessary costs actually
incurred in connection with any necessary
search of title and lien records;

(4) necessary out-of-pocket costs incurred by
the foreclosure commissioner to record docu-
ments; and

(5) a commission for the foreclosure commis-
sioner for the conduct of the foreclosure to the
extent authorized by regulations issued by the
Secretary.

(Pub. L. 97–35, title III, § 369C, Aug. 13, 1981, 95
Stat. 429.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3709, 3710, 3712,
3714 of this title.

§ 3712. Disposition of sale proceeds

Money realized from a foreclosure sale shall be
made available for obligation and expenditure—

(1) first to cover the costs of foreclosure pro-
vided for in section 3711 of this title;

(2) then to pay valid tax liens or assessments
prior to the mortgage;

(3) then to pay any liens recorded prior to
the recording of the mortgage which are re-

quired to be paid in conformity with the terms
of sale in the notice of default and foreclosure
sale;

(4) then to service charges and advance-
ments for taxes, assessments, and property in-
surance premiums;

(5) then to the interest;
(6) then to the principal balance secured by

the mortgage (including expenditures for the
necessary protection, preservation, and repair
of the security property as authorized under
the mortgage agreement and interest thereon
if provided for in the mortgage agreement);
and

(7) then to late charges.

Any surplus after payment of the foregoing shall
be paid to holders of liens recorded after the
mortgage and then to the appropriate mortga-
gor. If the person to whom such surplus is to be
paid cannot be located, or if the surplus avail-
able is insufficient to pay all claimants and the
claimants cannot agree on the allocation of the
surplus, or if any person claiming an interest in
the mortgage proceeds does not agree that some
or all of the sale proceeds should be paid to a
claimant as provided in this section, that part of
the sale proceeds in question may be deposited
by the foreclosure commissioner with an appro-
priate official or court authorized under law to
receive disputed funds in such circumstances. If
such a procedure for the deposit of disputed
funds is not available, and the foreclosure com-
missioner files a bill of interpleader or is sued as
a stakeholder to determine entitlement to such
funds, the foreclosure commissioner’s necessary
costs in taking or defending such action shall be
deductible from the disputed funds.

(Pub. L. 97–35, title III, § 369D, Aug. 13, 1981, 95
Stat. 429.)

§ 3713. Transfer of title and possession

(a) Payment and delivery of deeds
The foreclosure commissioner shall deliver a

deed or deeds to the purchaser or purchasers and
obtain the balance of the purchase price in ac-
cordance with the terms of sale provided in the
notice of default and foreclosure sale.
(b) Quit claim deed

Subject to subsection (c) of this section, the
foreclosure deed or deeds shall convey all of the
right, title, and interest in the security property
covered by the deed which the Secretary as
holder, the foreclosure commissioner, the mort-
gagor, and any other persons claiming by,
through, or under them, had on the date of exe-
cution of the mortgage, together with all of the
right, title, and interest thereafter acquired by
any of them in such property up to the hour of
sale, and no judicial proceeding shall be required
ancillary or supplementary to the procedures
provided in this chapter to assure the validity of
the conveyance or confirmation of such convey-
ance.
(c) Possession by purchaser; continuing interests

A purchaser at a foreclosure sale held pursu-
ant to this chapter shall be entitled to posses-
sion upon passage of title to the mortgaged
property, subject to an interest or interests sen-
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ior to that of the mortgage and subject to the
terms of any lease of a residential tenant for the
remaining term of the lease or for one year,
whichever period is shorter. Any other person
remaining in possession after the sale and any
residential tenant remaining in possession after
the applicable period shall be deemed a tenant
at sufferance.
(d) Right of redemption; right of possession

There shall be no right of redemption, or right
of possession based upon right of redemption, in
the mortgagor or others subsequent to a fore-
closure pursuant to this chapter.
(e) Imposition of tax on conveyance to the Sec-

retary
When conveyance is made to the Secretary, no

tax shall be imposed or collected with respect to
the foreclosure commissioner’s deed, whether as
a tax upon the instrument or upon the privilege
of conveying or transferring title to the prop-
erty. Failure to collect or pay a tax of the type
and under the circumstances stated in the pre-
ceding sentence shall not be grounds for refusing
to record such a deed, for failing to recognize
such recordation as imparting notice or for de-
nying the enforcement of such a deed and its
provisions in any State or Federal court.

(Pub. L. 97–35, title III, § 369E, Aug. 13, 1981, 95
Stat. 430.)

§ 3714. Record of foreclosure and sale

(a) To establish a sufficient record of fore-
closure and sale, the foreclosure commissioner
shall include in the recitals of the deed to the
purchaser or prepare an affidavit or addendum
to the deed stating—

(1) that the mortgage was held by the Sec-
retary;

(2) the particulars of the foreclosure com-
missioner’s service of notice of default and
foreclosure sale in accordance with sections
3708 and 3710 of this title;

(3) that the foreclosure was conducted in ac-
cordance with the provisions of this chapter
and with the terms of the notice of default and
foreclosure sale;

(4) a correct statement of the costs of fore-
closure, calculated in accordance with section
3711 of this title; and

(5) the name of the successful bidder and the
amount of the successful bid.

(b) The deed executed by the foreclosure com-
missioner, the foreclosure commissioner’s affi-
davit and any other instruments submitted for
recordation in relation to the foreclosure of the
security property under this chapter shall be ac-
cepted for recordation by the registrar of deeds
or other appropriate official of the county or
counties in which the security property is lo-
cated upon tendering of payment of the usual re-
cording fees for such instruments.

(Pub. L. 97–35, title III, § 369F, Aug. 13, 1981, 95
Stat. 430.)

§ 3715. Computation of time

Periods of time provided for in this chapter
shall be calculated in consecutive calendar days
including the day or days on which the actions

or events occur or are to occur for which the pe-
riod of time is provided and including the day on
which an event occurs or is to occur from which
the period is to be calculated.

(Pub. L. 97–35, title III, § 369G, Aug. 13, 1981, 95
Stat. 431.)

§ 3716. Separability

If any clause, sentence, paragraph or part of
this chapter shall, for any reason, be adjudged
by a court of competent jurisdiction to be in-
valid or invalid as applied to a class of cases,
such judgment shall not affect, impair, or inval-
idate the remainder thereof and of this chapter,
but shall be confined in its operation to the
clause, sentence, paragraph, or part thereof di-
rectly involved in the controversy in which such
judgment shall have been rendered.

(Pub. L. 97–35, title III, § 369H, Aug. 13, 1981, 95
Stat. 431.)

§ 3717. Regulations

The Secretary is authorized to issue such reg-
ulations as may be necessary to carry out the
provisions of this chapter.

(Pub. L. 97–35, title III, § 369I, Aug. 13, 1981, 95
Stat. 431.)
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1 See References in Text note below.
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§ 3751. Findings and purpose

(a) Findings
The Congress finds that—

(1) the disparate State laws under which
mortgages are foreclosed on behalf of the Sec-
retary covering 1- to 4-family residential prop-
erties—

(A) burden certain programs administered
by the Secretary;

(B) increase the costs of collecting obliga-
tions; and

(C) generally are a detriment to the com-
munity in which the properties are located;

(2) the long periods required to complete the
foreclosure of such mortgages under certain
State laws—

(A) lead to deterioration in the condition
of the properties involved;

(B) necessitate substantial Federal holding
expenditures;

(C) increase the risk of vandalism, fire
loss, depreciation, damage, and waste with
respect to the properties; and

(D) adversely affect the neighborhoods in
which the properties are located;

(3) these conditions seriously impair the
ability of the Secretary to protect the Federal
financial interest in the affected properties
and frustrate attainment of the objectives of
the underlying Federal program authority;

(4) the availability of uniform and more ex-
peditious procedures, with no right of redemp-
tion in the mortgagor or others, for the fore-
closure of these mortgages by the Secretary
will tend to ameliorate these conditions; and

(5) providing the Secretary with a nonjudi-
cial foreclosure procedure will reduce unneces-
sary litigation by removing many foreclosures
from the courts if they contribute to over-
crowded calendars.

(b) Purpose
The purpose of this chapter is to create a uni-

form Federal foreclosure remedy for single fam-
ily mortgages that—

(1) are held by the Secretary pursuant to
title I or title II of the National Housing Act
[12 U.S.C. 1702 et seq., 1707 et seq.]; or

(2) secure loans obligated by the Secretary
under section 1452b 1 of title 42.

(Pub. L. 103–327, title II, Sept. 28, 1994, 108 Stat.
2316.)

REFERENCES IN TEXT

The National Housing Act, referred to in subsec.
(b)(1), is act June 27, 1934, ch. 847, 48 Stat. 1246, as

amended. Titles I and II of the Act are classified gener-
ally to subchapters I (§ 1702 et seq.) and II (§ 1707 et
seq.), respectively, of chapter 13 of this title. For com-
plete classification of this Act to the Code, see section
1701 of this title and Tables.

Section 1452b of title 42, referred to in subsec. (b)(2),
was repealed by Pub. L. 101–625, title II, § 289(b)(1), Nov.
28, 1990, 104 Stat. 4128.

CODIFICATION

Section is based on section 802 of title VIII of S. 2281,
One Hundred Third Congress, as reported July 13, 1994,
which was enacted into law by Pub. L. 103–327.

EFFECTIVE DATE

Title II of Pub. L. 103–327, Sept. 28, 1994, 108 Stat. 2316,
provided in part that title VIII of S. 2281, One Hundred
Third Congress, as reported July 13, 1994, which is clas-
sified to this chapter, is incorporated into Pub. L.
103–327 and deemed enacted into law upon enactment of
Pub. L. 103–327, which was approved Sept. 28, 1994.

SHORT TITLE

Section 801 of title VIII of S. 2281, One Hundred Third
Congress, as reported July 13, 1994, which was enacted
into law by title II of Pub. L. 103–327, Sept. 28, 1994, 108
Stat. 2316, provided in part, that: ‘‘This title [enacting
this chapter] may be cited as the ‘Single Family Mort-
gage Foreclosure Act of 1994’.’’

§ 3752. Definitions

For purposes of this chapter, the following
definitions shall apply:

(1) Bona fide purchaser
The term ‘‘bona fide purchaser’’ means a

purchaser for value in good faith and without
notice of any adverse claim, and who acquires
the security property free of any adverse
claim.
(2) County

The term ‘‘county’’ has the same meaning as
in section 2 of title 1.
(3) Mortgage

The term ‘‘mortgage’’ means a deed of trust,
mortgage, deed to secure debt, security agree-
ment, or any other form of instrument under
which any property (real, personal or mixed),
or any interest in property (including lease-
holds, life estates, reversionary interests, and
any other estates under applicable State law),
is conveyed in trust, mortgaged, encumbered,
pledged, or otherwise rendered subject to a
lien for the purpose of securing the payment of
money or the performance of an obligation.
(4) Mortgage agreement

The term ‘‘mortgage agreement’’ means the
note or debt instrument and the mortgage in-
strument, deed of trust instrument, trust
deed, or instrument or instruments creating
the mortgage, including any instrument incor-
porated by reference therein and any instru-
ment or agreement amending or modifying
any of the foregoing.
(5) Mortgagor

The term ‘‘mortgagor’’ means the obligor,
grantor, or trustee named in the mortgage
agreement and, unless the context otherwise
indicates, includes the current owner of record
of the security property whether or not such
owner is personally liable on the mortgage
debt.
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(6) Owner
The term ‘‘owner’’ means any person who

has an ownership interest in property and in-
cludes heirs, devises, executors, administra-
tors, and other personal representatives, and
trustees of testamentary trusts if the owner of
record is deceased.

(7) Person
The term ‘‘person’’ includes any individual,

group of individuals, association, partnership,
corporation, or organization.

(8) Record; recorded
The terms ‘‘record’’ and ‘‘recorded’’ include

‘‘register’’ and ‘‘registered’’ in the instance of
registered land.

(9) Security property
The term ‘‘security property’’ means the

property (real, personal or mixed) or an inter-
est in property (including leaseholds, life es-
tates, reversionary interests, and any other es-
tates under applicable State law), together
with fixtures and other interests subject to
the lien of the mortgage under applicable
State law.

(10) Single family mortgage
The term ‘‘single family mortgage’’ means a

mortgage that covers property on which there
is located a 1- to 4-family residence, and that—

(A) is held by the Secretary pursuant to
title I or title II of the National Housing Act
[12 U.S.C. 1702 et seq., 1707 et seq.]; or

(B) secures a loan obligated by the Sec-
retary under section 1452b of title 42, as it
existed before the repeal of that section by
section 12839 of title 42 (except that a mort-
gage securing such a loan that covers prop-
erty containing nonresidential space and a 1-
to 4-family dwelling shall not be subject to
this chapter).

(11) State
The term ‘‘State’’ means—

(A) the several States;
(B) the District of Columbia;
(C) the Commonwealth of Puerto Rico;
(D) the United States Virgin Islands;
(E) Guam;
(F) American Samoa;
(G) the Northern Mariana Islands;
(H) the Trust Territory of the Pacific Is-

lands; and
(I) Indian tribes, as defined by the Sec-

retary.

(Pub. L. 103–327, title II, Sept. 28, 1994, 108 Stat.
2316.)

REFERENCES IN TEXT

The National Housing Act, referred to in par. (10)(A),
is act June 27, 1934, ch. 847, 48 Stat. 1246, as amended.
Titles I and II of the Act are classified generally to sub-
chapters I (§ 1702 et seq.) and II (§ 1707 et seq.), respec-
tively, of chapter 13 of this title. For complete classi-
fication of this Act to the Code, see section 1701 of this
title and Tables.

CODIFICATION

Section is based on section 803 of title VIII of S. 2281,
One Hundred Third Congress, as reported July 13, 1994,
which was enacted into law by Pub. L. 103–327.

TERMINATION OF TRUST TERRITORY OF THE PACIFIC
ISLANDS

For termination of Trust Territory of the Pacific Is-
lands, see note set out preceding section 1681 of Title
48, Territories and Insular Possessions.

§ 3753. Applicability

Single family mortgages encumbering real es-
tate located in any State may be foreclosed by
the Secretary in accordance with this chapter,
or pursuant to other foreclosure procedures
available, at the option of the Secretary.

(Pub. L. 103–327, title II, Sept. 28, 1994, 108 Stat.
2316.)

CODIFICATION

Section is based on section 804 of title VIII of S. 2281,
One Hundred Third Congress, as reported July 13, 1994,
which was enacted into law by Pub. L. 103–327.

§ 3754. Designation of foreclosure commissioner

(a) In general
The Secretary may designate a person or per-

sons to serve as a foreclosure commissioner or
commissioners for the purpose of foreclosing
upon a single family mortgage.
(b) Power of sale

A foreclosure commissioner designated under
this section shall have a nonjudicial power of
sale.
(c) Qualifications

The foreclosure commissioner, if a natural
person, shall be a resident of the State in which
the security property is located and, if not a
natural person, the foreclosure commissioner
must be duly authorized to transact business
under laws of the State in which the security
property is located. No person shall be des-
ignated as a foreclosure commissioner unless
that person is responsible, financially sound,
and competent to conduct a foreclosure.
(d) Designation procedure

(1) Written designation
The Secretary may designate a foreclosure

commissioner by executing a written designa-
tion stating the name and business or residen-
tial address of the commissioner, except that
if a person is designated in his or her capacity
as an official or employee of a government or
corporate entity, such person may be des-
ignated by his or her unique title or position
instead of by name.
(2) Substitute commissioners

The Secretary may, with or without cause,
designate a substitute foreclosure commis-
sioner to replace a previously designated fore-
closure commissioner.
(3) Number

More than 1 foreclosure commissioner may
be designated at any time.

(Pub. L. 103–327, title II, Sept. 28, 1994, 108 Stat.
2316.)

CODIFICATION

Section is based on section 805 of title VIII of S. 2281,
One Hundred Third Congress, as reported July 13, 1994,
which was enacted into law by Pub. L. 103–327.
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SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3756 of this title.

§ 3755. Prerequisites to foreclosure

(a) In general
(1) Upon breach of covenant or condition

The Secretary is authorized to foreclose a
mortgage under this chapter upon the breach
of a covenant or condition in the mortgage
agreement.
(2) No other pending proceedings

(A) Prior to commencement
No foreclosure may be commenced under

this chapter unless any previously pending
judicial or nonjudicial proceeding that has
been separately instituted by the Secretary
to foreclose the mortgage (other than under
this chapter), has been withdrawn, dis-
missed, or otherwise terminated.
(B) After commencement

No separately instituted foreclosure pro-
ceeding on a mortgage which is the subject
of a foreclosure proceeding under this chap-
ter shall be instituted by the Secretary dur-
ing the pendency of foreclosure pursuant to
this chapter.

(b) Other rights unaffected
Nothing in this chapter shall preclude the Sec-

retary from—
(1) enforcing any right, other than fore-

closure, under applicable Federal or State law,
including any right to obtain a monetary judg-
ment; or

(2) foreclosing under this chapter if the Sec-
retary has obtained or is seeking any other
remedy available pursuant to Federal or State
law, or under the mortgage agreement, includ-
ing the appointment of a receiver, mortgagee-
in-possession status, or relief under an assign-
ment of rents.

(Pub. L. 103–327, title II, Sept. 28, 1994, 108 Stat.
2316.)

CODIFICATION

Section is based on section 806 of title VIII of S. 2281,
One Hundred Third Congress, as reported July 13, 1994,
which was enacted into law by Pub. L. 103–327.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3756 of this title.

§ 3756. Commencement of foreclosure

(a) Request to foreclosure commissioner
If the Secretary, as holder of a single family

mortgage, determines that the prerequisites to
foreclosure set forth in section 3755 of this title
are satisfied, the Secretary may request the
foreclosure commissioner to commence fore-
closure of a single family mortgage. Upon such
request, the foreclosure commissioner shall
commence foreclosure of the mortgage, by com-
mencing service of a notice of default and fore-
closure sale in accordance with sections 3757 and
3758 of this title.
(b) Designation of substitute foreclosure commis-

sioner
After commencement of a foreclosure under

this chapter, the Secretary may designate a sub-

stitute foreclosure commissioner at any time
before the time of the foreclosure sale, and the
foreclosure shall continue without prejudice, un-
less the substitute commissioner, in that com-
missioner’s sole discretion, finds that continu-
ation of the foreclosure sale will unfairly affect
the interests of the mortgagor. If the substitute
commissioner makes such a finding, the sub-
stitute commissioner shall cancel the fore-
closure sale, or adjourn such sale in accordance
with section 3760(c) of this title.
(c) Written notice

Upon designation of a substitute foreclosure
commissioner, a copy of the written notice of
such designation described in section 3754 of this
title shall be served—

(1) by mail, as provided in section 3758 of this
title (except that the minimum time periods
between mailing and the date of foreclosure
sale prescribed in such section shall not
apply); or

(2) in any other manner which, in the sub-
stitute commissioner’s sole discretion, is con-
ducive to achieving timely notice of such sub-
stitution.

(Pub. L. 103–327, title II, Sept. 28, 1994, 108 Stat.
2316.)

CODIFICATION

Section is based on section 807 of title VIII of S. 2281,
One Hundred Third Congress, as reported July 13, 1994,
which was enacted into law by Pub. L. 103–327.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3758, 3759 of this
title.

§ 3757. Notice of default and foreclosure sale

The notice of default and foreclosure sale to be
served in accordance with this chapter shall set
forth—

(1) the name and address of the foreclosure
commissioner;

(2) the date on which the notice is issued;
(3) the names of—

(A) the Secretary;
(B) the original mortgagee (if other than

the Secretary); and
(C) the original mortgagor;

(4) the street address or a description of the
location of the security property, and a de-
scription of the security property, sufficient
to identify the property to be sold;

(5) the date of the mortgage, the office in
which the mortgage is recorded, and the liber
number and folio or other appropriate descrip-
tion of the location of recordation of the mort-
gage;

(6) identification of the failure to make pay-
ment, including the due date of the earliest in-
stallment payment remaining wholly unpaid
as of the date on which the notice is issued
upon which the foreclosure is based, or a de-
scription of any other default or defaults upon
which foreclosure is based, and the accelera-
tion of the secured indebtedness;

(7) the date, time, and location of the fore-
closure sale;

(8) a statement that the foreclosure is being
conducted pursuant to this chapter;
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(9) a description of the types of costs, if any,
to be paid by the purchaser upon transfer of
title;

(10) the amount and method of deposit to be
required at the foreclosure sale (except that
no deposit shall be required of the Secretary)
and the time and method of payment of the
balance of the foreclosure purchase price; and

(11) any other appropriate terms of sale or
information, as the Secretary may determine.

(Pub. L. 103–327, title II, Sept. 28, 1994, 108 Stat.
2316.)

CODIFICATION

Section is based on section 808 of title VIII of S. 2281,
One Hundred Third Congress, as reported July 13, 1994,
which was enacted into law by Pub. L. 103–327.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3756, 3758 of this
title.

§ 3758. Service of notice of foreclosure sale

The foreclosure commissioner shall serve the
notice of default and foreclosure sale described
in section 3757 of this title upon the following
persons and in the following manner, and no ad-
ditional notice shall be required to be served,
notwithstanding any notice requirements of any
State or local law:

(1) Timing
Not less than 21 days before the date of the

foreclosure sale, the notice of default and fore-
closure sale shall be filed in the manner au-
thorized for filing a notice of an action con-
cerning real property according to the law of
the State in which the security property is lo-
cated or, if none, in the manner authorized by
section 3201 of title 28.

(2) Notice by mail
(A) In general

The notice of foreclosure sale shall be sent
by certified or registered mail, postage pre-
paid and return receipt requested, to the fol-
lowing:

(i) Current owner
The current security property owner of

record, as the record existed 45 days before
the date originally set for the foreclosure
sale (whether or not the notice describes a
sale adjourned).

(ii) Mortgagors
All mortgagors of record or other per-

sons who appear on the basis of the record
to be liable for part or all of the mortgage
debt, as the record existed 45 days before
the date originally set for the foreclosure
sale (whether or not the notice describes a
sale adjourned).

(iii) Dwelling units
All dwelling units in the security prop-

erty (whether or not the notice describes a
sale adjourned).

(iv) Other lienholders
All persons holding liens of record upon

the security property, as the record ex-

isted 45 days before the date originally set
for the foreclosure sale (whether or not the
notice describes a sale adjourned).

(B) Timing
(i) Notice under clauses (i) and (ii)

Notice under clauses (i) and (ii) of sub-
paragraph (A) shall be mailed not less than
21 days before the date of the foreclosure
sale, and shall be mailed to the current
owner and mortgagor at the last known
address of the current owner and mortga-
gor, or, if none, to the address of the secu-
rity property, or, at the discretion of the
foreclosure commissioner, to any other ad-
dress believed to be that of such current
owner and mortgagor.

(ii) Notice under clause (iii)
Notice under clause (iii) of subparagraph

(A) shall be mailed not less than 21 days
before the date of the foreclosure sale. If
the names of the occupants of the security
property are not known to the Secretary,
or the security property has more than 1
dwelling, the notice shall be posted at the
security property not less than 21 days be-
fore the foreclosure sale.

(iii) Notice under clause (iv)
Notice under clause (iv) of subparagraph

(A) shall be mailed not less than 21 days
before the date of the foreclosure sale, and
shall be mailed to each such lienholder’s
address of record or, at the discretion of
the foreclosure commissioner, to any other
address believed to be that of such lien-
holder.

(C) Effectiveness of notice
Notice by mail pursuant to this section or

section 3756(c) of this title shall be deemed
duly given upon mailing, whether or not re-
ceived by the addressee and whether or not
a return receipt is received or the notice is
returned.

(3) Publication
(A) In general

A copy of the notice of default and fore-
closure sale shall be published once a week
during 3 successive calendar weeks before
the date of the foreclosure sale. Such publi-
cation shall be in a newspaper or newspapers
having general circulation in the county or
counties in which the security property
being sold is located. To the extent prac-
ticable, the newspaper or newspapers chosen
shall be a newspaper or newspapers having
circulation conducive to achieving notice of
foreclosure by publication. A legal news-
paper that is accepted as a newspaper of
legal record in the county or counties in
which the security property being sold is lo-
cated shall be considered a newspaper having
general circulation for the purposes of this
paragraph.

(B) Exception
If there is no newspaper published at least

weekly which has a general circulation in
one of the counties in which the security
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property being sold is located, copies of the
notice of default and foreclosure sale shall
be posted not less than 21 days before the
date of the foreclosure sale—

(i) at the courthouse of any county or
counties in which the security property is
located; and

(ii) at the place where the sale is to be
held.

(Pub. L. 103–327, title II, Sept. 28, 1994, 108 Stat.
2316.)

CODIFICATION

Section is based on section 809 of title VIII of S. 2281,
One Hundred Third Congress, as reported July 13, 1994,
which was enacted into law by Pub. L. 103–327.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3756, 3759, 3760,
3761, 3764, 3765 of this title.

§ 3759. Presale reinstatement

(a) Withdrawal and cancellation
(1) In general

Except as provided in sections 3756(b) and
3760(c) of this title, the foreclosure commis-
sioner shall withdraw the security property
from foreclosure and cancel the foreclosure
sale only if—

(A) the Secretary directs the foreclosure
commissioner to do so before or at the time
of the sale;

(B) the foreclosure commissioner finds,
upon application of the mortgagor not less
than 3 days before the date of the sale, that
the default or defaults upon which the fore-
closure is based did not exist at the time of
service of the notice of default and fore-
closure sale; or

(C)(i) in the case of a foreclosure involving
a monetary default, there is tendered to the
foreclosure commissioner before public auc-
tion is completed the entire amount of prin-
cipal and interest which would be due if pay-
ments under the mortgage had not been ac-
celerated;

(ii) in the case of a foreclosure involving a
nonmonetary default, the foreclosure com-
missioner, upon application of the mortga-
gor before the date of foreclosure sale, finds
that such default is cured; and

(iii) there is tendered to the foreclosure
commissioner before public auction is com-
pleted—

(I) all amounts due under the mortgage
agreement (excluding additional amounts
which would have been due if mortgage
payments had been accelerated);

(II) all amounts of expenditures secured
by the mortgage; and

(III) all costs of foreclosure incurred for
which payment from the proceeds of fore-
closure is provided in section 3761 of this
title.

(2) Discretionary noncancellation
The Secretary may refuse to cancel a fore-

closure sale pursuant to paragraph (1)(C) if the
current mortgagor or owner of record has, on
one or more previous occasions, caused a fore-

closure of the mortgage, commenced pursuant
to this chapter or otherwise, to be canceled by
curing a default.

(b) Opportunity of Secretary to dispute with-
drawal

Before withdrawing the security property
from foreclosure under subparagraph (B) or (C)
of subsection (a)(1) of this section, the fore-
closure commissioner shall afford the Secretary
a reasonable opportunity to demonstrate why
the security property should not be so with-
drawn.
(c) Effect of cancellation

(1) Mortgage unaffected
In any case in which a foreclosure com-

menced under this chapter is canceled, the
mortgage shall continue in effect as though
acceleration had not occurred.
(2) Commencement of new foreclosure sale

Cancellation of a foreclosure sale under this
chapter shall have no effect on the commence-
ment of a subsequent foreclosure proceeding
under this chapter.

(d) Notice of cancellation
The foreclosure commissioner shall file a no-

tice of cancellation in the same place and man-
ner provided for filing the notice of default and
foreclosure sale in section 3758 of this title.

(Pub. L. 103–327, title II, Sept. 28, 1994, 108 Stat.
2316.)

CODIFICATION

Section is based on section 810 of title VIII of S. 2281,
One Hundred Third Congress, as reported July 13, 1994,
which was enacted into law by Pub. L. 103–327.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3760 of this title.

§ 3760. Conduct of sale; adjournment

(a) In general
(1) Manner and time

A foreclosure sale pursuant to this chapter
shall be held at public auction and shall be
scheduled to begin between the hours of 9
o’clock ante meridian and 4 o’clock post me-
ridian local time.
(2) Location

The foreclosure sale shall be held at a loca-
tion specified in the notice of default and fore-
closure sale and such location shall be at a
place where foreclosure real estate auctions
are customarily held in the county or counties
in which the property to be sold is located, or
at a courthouse therein, or at or on the prop-
erty to be sold. Sale of security property situ-
ated in two or more counties may be held in
any 1 of the counties in which any part of the
security property is situated.
(3) Sale of multiple properties

The foreclosure commissioner may designate
the order in which multiple security prop-
erties are sold.

(b) Duties of foreclosure commissioner
(1) Conduct of sale

(A) In general
The foreclosure commissioner shall con-

duct the foreclosure sale in accordance with
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the provisions of this chapter and in a man-
ner fair to both the mortgagor and the Sec-
retary.
(B) Written bids

Written one-price sealed bids shall be ac-
cepted by the foreclosure commissioner from
the Secretary and other persons for entry by
announcement by the foreclosure commis-
sioner at the sale.
(C) Auctioneer

The foreclosure commissioner may serve
as auctioneer, or, in accordance with regula-
tions of the Secretary, may employ an auc-
tioneer to be paid from the commission pro-
vided for in section 3761(5) of this title.

(2) Eligible participants
(A) In general

The Secretary, and any other person who
has submitted a written one-price bid, may
bid at the foreclosure sale.
(B) Prohibited participants

The foreclosure commissioner or any rel-
ative, related business entity, or employee
of the foreclosure commissioner or a related
business entity shall not be permitted to bid
in any manner on the security property sub-
ject to foreclosure sale, except that the fore-
closure commissioner or an auctioneer may
be directed by the Secretary to enter a bid
on the Secretary’s behalf.

(c) Adjournment or cancellation of sale
(1) General authority

The foreclosure commissioner may, before or
at the time of the foreclosure sale, adjourn or
cancel the foreclosure sale if the commis-
sioner determines, in the commissioner’s dis-
cretion, that—

(A) circumstances are not conducive to a
sale which is fair to the mortgagor and the
Secretary; or

(B) additional time is necessary to deter-
mine whether the security property should
be withdrawn from foreclosure, as provided
in section 3759 of this title.

(2) Adjournment to same or later day
The foreclosure commissioner may adjourn a

foreclosure sale to a later hour the same day
by announcing or posting the new time and
place of the foreclosure sale, or may adjourn
the foreclosure sale for not less than 9 and not
more than 31 days, in which case the commis-
sioner shall serve a notice of default and fore-
closure sale revised to recite the fact that the
foreclosure sale has been adjourned to a speci-
fied date, as well as any other information the
foreclosure commissioner deems appropriate.
Such notice shall be served by publication and
mailing in accordance with section 3758 of this
title, except that publication may be made on
any of 3 separate days before the revised date
of foreclosure sale, and mailing may be made
at any time not less than 7 days before the
date to which the foreclosure sale has been ad-
journed.

(d) Cash deposits
The foreclosure commissioner may require a

bidder to make a cash deposit in an amount or

percentage set by the foreclosure commissioner
and stated in the notice of foreclosure sale be-
fore the bid is accepted. A successful bidder at
the foreclosure sale who fails to comply with the
terms of the sale may be required to forfeit the
cash deposit or, at the election of the fore-
closure commissioner after consultation with
the Secretary, shall be liable to the Secretary
for any costs incurred as a result of such failure.

(e) Presumption of validity of sale
Any foreclosure sale held in accordance with

this chapter shall be conclusively presumed to
have been conducted in a legal, fair, and reason-
able manner. The sale price shall be conclu-
sively presumed to be reasonable and equal to
the fair market value of the property.

(Pub. L. 103–327, title II, Sept. 28, 1994, 108 Stat.
2316.)

CODIFICATION

Section is based on section 811 of title VIII of S. 2281,
One Hundred Third Congress, as reported July 13, 1994,
which was enacted into law by Pub. L. 103–327.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3756, 3759, 3761,
3764 of this title.

§ 3761. Foreclosure costs

The following foreclosure costs shall be paid
from the sale proceeds before satisfaction of any
other claim to such sale proceeds:

(1) Advertising and postage
Necessary advertising costs and postage in-

curred in giving notice pursuant to sections
3758 and 3760 of this title.

(2) Mileage
Mileage (determined by the most reasonable

road distance) for posting notices and for the
foreclosure commissioner’s or auctioneer’s at-
tendance at the sale, as provided in section
1821 of title 28.

(3) Title and lien search
Reasonable and necessary costs incurred in

connection with any search of title and lien
records.

(4) Recordation fees
Costs incurred to record documents.

(5) Commission
A commission for the foreclosure commis-

sioner (if the foreclosure commissioner is not
an employee of the United States) for the con-
duct of the foreclosure, to the extent such a
commission is authorized by the Secretary.

(Pub. L. 103–327, title II, Sept. 28, 1994, 108 Stat.
2316.)

CODIFICATION

Section is based on section 812 of title VIII of S. 2281,
One Hundred Third Congress, as reported July 13, 1994,
which was enacted into law by Pub. L. 103–327.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 3759, 3760, 3762
of this title.
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§ 3762. Disposition of sale proceeds

(a) Priority payments
Money realized from a foreclosure sale shall be

made available for obligation and expenditure in
the following order:

(1) Costs of foreclosure
To cover the costs of the foreclosure pro-

ceeding described in section 3761 of this title.
(2) Tax liens

To pay valid tax liens or assessments if re-
quired by the notice of default and foreclosure
sale.
(3) Prior liens

To pay any liens recorded before the record-
ing of the mortgage which are required to be
paid in conformity with the terms of sale in
the notice of default and foreclosure sale.
(4) Service charges and advances

To pay service charges and advances for
taxes, assessments, and property insurance
premiums.
(5) Interest

To pay any outstanding interest.
(6) Principal

To pay the principal outstanding balance se-
cured by the mortgage (including expenditures
for the necessary protection, preservation, and
repair of the security property as authorized
under the mortgage agreement and interest
thereon if provided for in the mortgage agree-
ment).
(7) Late charges or fees

To pay any late charges or fees.
(b) Other payments

(1) Other lienholders and the mortgagor
Any surplus of proceeds from a foreclosure

sale, after payment of the items described in
subsection (a) of this section shall be paid in
the following order:

(A) First, to holders of liens recorded after
the mortgage in the order of priority under
Federal law or the law of the State in which
the security property is located.

(B) Second, to the appropriate mortgagor.
(2) Disputed claims

If the person to whom such surplus is to be
paid cannot be located, or if the surplus avail-
able is insufficient to pay all claimants and
the claimants cannot agree on the allocation
of the surplus, or if any person claiming an in-
terest in the mortgage proceeds does not agree
that some or all of the sale proceeds should be
paid to a claimant as provided in this section,
that part of the sale proceeds in question may
be deposited by the foreclosure commissioner
with an appropriate official or court author-
ized under law to receive disputed funds in
such circumstances. If a procedure for the de-
posit of disputed funds is not available, and
the foreclosure commissioner files a bill of
interpleader or is sued as a stakeholder to de-
termine entitlement to such funds, the fore-
closure commissioner’s necessary costs in-
curred in taking or defending such action shall
be deductible from the disputed funds.

(Pub. L. 103–327, title II, Sept. 28, 1994, 108 Stat.
2316.)

CODIFICATION

Section is based on section 813 of title VIII of S. 2281,
One Hundred Third Congress, as reported July 13, 1994,
which was enacted into law by Pub. L. 103–327.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3768 of this title.

§ 3763. Transfer of title and possession

(a) Delivery of deeds
The foreclosure commissioner shall, upon de-

livery of a deed or deeds to the purchaser or pur-
chasers (which shall be without warranty or cov-
enants to the purchaser or purchasers) obtain
the balance of the purchase price in accordance
with the terms of sale provided in the notice of
default and foreclosure sale. Notwithstanding
any State law to the contrary, delivery of a deed
by the foreclosure commissioner shall be a con-
veyance of the property, and constitute passage
of title to the mortgaged property, and no judi-
cial proceedings shall be required ancillary or
supplementary to the procedures provided in
this chapter to assure the validity of the con-
veyance or confirmation of such conveyance.

(b) Right of possession
A purchaser at a foreclosure sale held pursu-

ant to this chapter shall be entitled to posses-
sion upon passage of title under subsection (a) of
this section to the mortgaged property, subject
to any interest or interests not barred under
section 3765 of this title. Any person remaining
in possession of the mortgaged property after
the passage of title shall be deemed a tenant at
sufferance subject to eviction under local law.

(c) Death of purchaser
If a purchaser dies before execution and deliv-

ery of the deed conveying the property to the
purchaser, the foreclosure commissioner shall
execute and deliver the deed to a representative
of the decedent purchaser’s estate upon payment
of the purchase price in accordance with the
terms of sale. Such delivery to the representa-
tive of the purchaser’s estate shall have the
same effect as if accomplished during the life-
time of the purchaser.

(d) Bona fide purchaser
The purchaser of property under this chapter

shall be presumed to be a bona fide purchaser.

(e) No right of redemption
(1) In general

There shall be no right of redemption, or
right of possession based upon a right of re-
demption, in the mortgagor or others subse-
quent to a foreclosure completed pursuant to
this chapter.

(2) Certain provisions
Section 1710(l) of this title and section 1452c

of title 42 shall not apply to mortgages fore-
closed under this chapter.

(f) Taxes
When a mortgage foreclosed pursuant to this

chapter is conveyed to the Secretary, no tax
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shall be imposed or collected with respect to the
foreclosure commissioner’s deed (including any
tax customarily imposed upon the deed instru-
ment or upon the conveyance or transfer of title
to the property). Failure to collect or pay a tax
of the type and under the circumstances stated
in the preceding sentence shall not be grounds
for refusing to record such a deed, for failing to
recognize such recordation as imparting notice,
or for denying the enforcement of such a deed
and its provisions in any State or Federal court.

(Pub. L. 103–327, title II, Sept. 28, 1994, 108 Stat.
2316.)

CODIFICATION

Section is based on section 814 of title VIII of S. 2281,
One Hundred Third Congress, as reported July 13, 1994,
which was enacted into law by Pub. L. 103–327.

§ 3764. Record of foreclosure and sale

(a) Statements included
To establish a sufficient record of foreclosure

and sale, the foreclosure commissioner shall in-
clude in the recitals of the deed to the pur-
chaser, or prepare as an affidavit or addendum
to the deed, a statement setting forth—

(1) the date, time, and place of the fore-
closure sale;

(2) that the mortgage was held by the Sec-
retary, the date of the mortgage, the office in
which the mortgage was recorded, and the
liber number and folio or other appropriate de-
scription of the recordation of the mortgage;

(3) the particulars of the foreclosure com-
missioner’s service of the notice of default and
foreclosure sale in accordance with sections
3758 and 3760 of this title;

(4) the date and place of filing the notice of
default and foreclosure sale;

(5) that the foreclosure was conducted in ac-
cordance with the provisions of this chapter
and with the terms of the notice of default and
foreclosure sale; and

(6) the sale amount.
(b) Effect of statements

The items set forth in subsection (a) of this
section shall—

(1) be prima facie evidence of the truth of
such facts in any Federal or State court; and

(2) evidence a conclusive presumption in
favor of bona fide purchasers and encumbranc-
ers for value without notice.

Encumbrancers for value include liens placed by
lenders who provide the purchaser with purchase
money in exchange for a security interest in the
newly-conveyed property.
(c) Recordation of instruments

The deed executed by the foreclosure commis-
sioner, the foreclosure commissioner’s affidavit
(if prepared) and any other instruments submit-
ted for recordation in relation to the foreclosure
of the security property under this chapter shall
be accepted for recordation by the registrar of
deeds or other appropriate official of the county
or counties in which the security property is lo-
cated upon tendering of payment of the usual re-
cording fees for such instruments, and without
regard to the compliance of those instruments
with any other local filing requirements.

(Pub. L. 103–327, title II, Sept. 28, 1994, 108 Stat.
2316.)

CODIFICATION

Section is based on section 815 of title VIII of S. 2281,
One Hundred Third Congress, as reported July 13, 1994,
which was enacted into law by Pub. L. 103–327.

§ 3765. Effect of sale

A sale, made and conducted as prescribed in
this chapter to a bona fide purchaser, shall bar
all claims upon, or with respect to, the property
sold, for each of the following persons:

(1) Notice recipients
Any person to whom the notice of default

and foreclosure sale was mailed as provided in
this chapter, and the heir, devisee, executor,
administrator, successor, or assignee claiming
under any such person.
(2) Subordinate claimants with knowledge

Any person claiming any interest in the
property subordinate to that of the mortgage,
if such person had actual knowledge of the
foreclosure sale.
(3) Nonrecorded claimants

Any person claiming any interest in the
property, whose assignment, mortgage, or
other conveyance was not duly recorded or
filed in the proper place for recording or filing,
or whose judgment or decree was not duly
docketed or filed in the proper place for dock-
eting or filing, before the date on which the
notice of the foreclosure sale was first served
by publication, as required by section 3758(3)
of this title, and the executor, administrator,
or assignee of such a person.
(4) Other persons

Any person claiming an interest in the prop-
erty under a statutory lien or encumbrance
created subsequent to the recording or filing
of the mortgage being foreclosed, and attach-
ing to the title or interest of any person des-
ignated in any of the foregoing paragraphs.

(Pub. L. 103–327, title II, Sept. 28, 1994, 108 Stat.
2316.)

CODIFICATION

Section is based on section 816 of title VIII of S. 2281,
One Hundred Third Congress, as reported July 13, 1994,
which was enacted into law by Pub. L. 103–327.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3763 of this title.

§ 3766. Computation of time

Periods of time provided for in this chapter
shall be calculated in consecutive calendar days,
including the day or days on which the actions
or events occur or are to occur for which the pe-
riod of time is provided and including the day on
which an event occurs or is to occur from which
the period is to be calculated.

(Pub. L. 103–327, title II, Sept. 28, 1994, 108 Stat.
2316.)

CODIFICATION

Section is based on section 817 of title VIII of S. 2281,
One Hundred Third Congress, as reported July 13, 1994,
which was enacted into law by Pub. L. 103–327.
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1 So in original. Probably should be ‘‘impaired’’.

§ 3767. Severability

If any part of this chapter shall, for any rea-
son, be adjudged by a court of competent juris-
diction to be invalid, or invalid as applied to a
class of cases, such judgment shall not affect,
impair, or invalidate the remainder thereof, and
shall be confined in its operation to the part
thereof directly involved in the controversy in
which such judgment shall have been rendered.

(Pub. L. 103–327, title II, Sept. 28, 1994, 108 Stat.
2316.)

CODIFICATION

Section is based on section 818 of title VIII of S. 2281,
One Hundred Third Congress, as reported July 13, 1994,
which was enacted into law by Pub. L. 103–327.

§ 3768. Deficiency judgment

(a) In general
(1) Referral to Attorney General

If after deducting the payments provided for
in section 3762 of this title, the price at which
the security property is sold at a foreclosure
sale is less than the unpaid balance of the debt
secured by the security property, resulting in
a deficiency, the Secretary may refer the mat-
ter to the Attorney General who may com-
mence an action or actions against any or all
debtors to recover the deficiency, unless such
an action is specifically prohibited by the
mortgage.

(2) Other recoveries
In any action instituted pursuant to this

section the United States may recover—
(A) any amount authorized by section 3011

of title 28; and
(B) the costs of the action.

(b) Limitation
Any action commenced to recover a deficiency

under this section must be brought not later
than 6 years after the date of the last sale of the
security property.

(Pub. L. 103–327, title II, Sept. 28, 1994, 108 Stat.
2316.)

CODIFICATION

Section is based on section 819 of title VIII of S. 2281,
One Hundred Third Congress, as reported July 13, 1994,
which was enacted into law by Pub. L. 103–327.

CHAPTER 39�ALTERNATIVE MORTGAGE
TRANSACTIONS

Sec.
3801. Findings and purpose.
3802. Definitions.
3803. Alternative mortgage authority.

(a) General authority; compliance by
banks, credit unions and all other
housing creditors with applicable
regulations.

(b) Transactions deemed in compliance
with applicable regulations.

(c) Preemption of State constitutions,
laws or regulations.

3804. Applicability of preemption provisions.
3805. Applicability of consumer protection provi-

sions.
3806. Adjustable rate mortgage caps.

(a) In general.

Sec.
(b) Regulations.
(c) Enforcement.
(d) Definitions.
(e) Effective date.

§ 3801. Findings and purpose

(a) The Congress hereby finds that—
(1) increasingly volatile and dynamic

changes in interest rates have seriously
impared 1 the ability of housing creditors to
provide consumers with fixed-term, fixed-rate
credit secured by interests in real property,
cooperative housing, manufactured homes,
and other dwellings;

(2) alternative mortgage transactions are es-
sential to the provision of an adequate supply
of credit secured by residential property nec-
essary to meet the demand expected during
the 1980’s; and

(3) the Comptroller of the Currency, the Na-
tional Credit Union Administration, and the
Director of the Office of Thrift Supervision
have recognized the importance of alternative
mortgage transactions and have adopted regu-
lations authorizing federally chartered deposi-
tory institutions to engage in alternative
mortgage financing.

(b) It is the purpose of this chapter to elimi-
nate the discriminatory impact that those regu-
lations have upon nonfederally chartered hous-
ing creditors and provide them with parity with
federally chartered institutions by authorizing
all housing creditors to make, purchase, and en-
force alternative mortgage transactions so long
as the transactions are in conformity with the
regulations issued by the Federal agencies.

(Pub. L. 97–320, title VIII, § 802, Oct. 15, 1982, 96
Stat. 1545; Pub. L. 101–73, title VII, § 744(c), Aug.
9, 1989, 103 Stat. 438.)

AMENDMENTS

1989—Subsec. (a)(3). Pub. L. 101–73 substituted ‘‘Direc-
tor of the Office of Thrift Supervision’’ for ‘‘Federal
Home Loan Bank Board’’.

SHORT TITLE

Section 801 of title VIII of Pub. L. 97–320 provided
that: ‘‘This title [enacting this chapter] may be cited
as the ‘Alternative Mortgage Transaction Parity Act of
1982’.’’

EFFECTIVE DATE

Section 807(a) of Pub. L. 97–320 provided that: ‘‘This
title [enacting this chapter] shall be effective upon en-
actment [Oct. 15, 1982].’’

IDENTIFICATION, DESCRIPTION AND PUBLICATION OF
REGULATIONS INAPPLICABLE TO, OR CONFORMATION OF
REGULATIONS FOR USE OF NONFEDERALLY CHAR-
TERED HOUSING CREDITORS

Section 807(b) of Pub. L. 97–320 provided that: ‘‘Within
sixty days of the enactment of this title [Oct. 15, 1982],
the Comptroller of the Currency, the National Credit
Union Administration, and the Federal Home Loan
Bank Board shall identify, describe, and publish those
portions or provisions of their respective regulations
that are inappropriate for (and thus inapplicable to), or
that need to be conformed for the use of, the nonfeder-
ally chartered housing creditors to which their respec-
tive regulations apply, including without limitation,
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making necessary changes in terminology to conform
the regulatory and disclosure provisions to those more
typically associated with various types of transactions
including credit sales.’’

§ 3802. Definitions

As used in this chapter—
(1) the term ‘‘alternative mortgage trans-

action’’ means a loan or credit sale secured by
an interest in residential real property, a
dwelling, all stock allocated to a dwelling unit
in a residential cooperative housing corpora-
tion, or a residential manufactured home (as
that term is defined in section 5402(6) of title
42—

(A) in which the interest rate or finance
charge may be adjusted or renegotiated;

(B) involving a fixed-rate, but which im-
plicitly permits rate adjustments by having
the debt mature at the end of an interval
shorter than the term of the amortization
schedule; or

(C) involving any similar type of rate,
method of determining return, term, repay-
ment, or other variation not common to tra-
ditional fixed-rate, fixed-term transactions,
including without limitation, transactions
that involve the sharing of equity or appre-
ciation;

described and defined by applicable regulation;
and

(2) the term ‘‘housing creditor’’ means—
(A) a depository institution, as defined in

section 501(a)(2) of the Depository Institu-
tions Deregulation and Monetary Control
Act of 1980;

(B) a lender approved by the Secretary of
Housing and Urban Development for partici-
pation in any mortgage insurance program
under the National Housing Act [12 U.S.C.
1701 et seq.];

(C) any person who regularly makes loans,
credit sales, or advances secured by interests
in properties referred to in paragraph (1); or

(D) any transferee of any of them.

A person is not a ‘‘housing creditor’’ with re-
spect to a specific alternative mortgage trans-
action if, except for this chapter, in order to
enter into that transaction, the person would
be required to comply with licensing require-
ments imposed under State law, unless such
person is licensed under applicable State law
and such person remains, or becomes, subject
to the applicable regulatory requirements and
enforcement mechanisms provided by State
law.

(Pub. L. 97–320, title VIII, § 803, Oct. 15, 1982, 96
Stat. 1545.)

REFERENCES IN TEXT

Section 501(a)(2) of the Depository Institutions De-
regulation and Monetary Control Act of 1980, referred
to in par. (2)(A), is section 501(a)(2) of Pub. L. 96–221,
title V, Mar. 31, 1980, 94 Stat. 161, as amended, which is
set out as a note under section 1735f–7 of this title.

The National Housing Act, referred to in par. (2)(B),
is act June 27, 1934, ch. 847, 48 Stat. 1246, as amended,
which is classified principally to chapter 13 (§ 1701 et
seq.) of this title. For complete classification of this
Act to the Code, see section 1701 of this title and
Tables.

EFFECTIVE DATE

Section effective Oct. 15, 1982, see section 807(a) of
Pub. L. 97–320, set out as a note under section 3801 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1715z–20 of this
title.

§ 3803. Alternative mortgage authority

(a) General authority; compliance by banks,
credit unions and all other housing creditors
with applicable regulations

In order to prevent discrimination against
State-chartered depository institutions, and
other nonfederally chartered housing creditors,
with respect to making, purchasing, and enforc-
ing alternative mortgage transactions, housing
creditors may make, purchase, and enforce al-
ternative mortgage transactions, except that
this section shall apply—

(1) with respect to banks, only to trans-
actions made in accordance with regulations
governing alternative mortgage transactions
as issued by the Comptroller of the Currency
for national banks, to the extent that such
regulations are authorized by rulemaking au-
thority granted to the Comptroller of the Cur-
rency with regard to national banks under
laws other than this section;

(2) with respect to credit unions, only to
transactions made in accordance with regula-
tions governing alternative mortgage trans-
actions as issued by the National Credit Union
Administration Board for Federal credit
unions, to the extent that such regulations are
authorized by rulemaking authority granted
to the National Credit Union Administration
with regard to Federal credit unions under
laws other than this section; and

(3) with respect to all other housing credi-
tors, including without limitation, savings
and loan associations, mutual savings banks,
and savings banks, only to transactions made
in accordance with regulations governing al-
ternative mortgage transactions as issued by
the Director of the Office of Thrift Supervision
for federally chartered savings and loan asso-
ciations, to the extent that such regulations
are authorized by rulemaking authority grant-
ed to the Director of the Office of Thrift Su-
pervision with regard to federally chartered
savings and loan associations under laws other
than this section.

(b) Transactions deemed in compliance with ap-
plicable regulations

For the purpose of determining the applicabil-
ity of this section, an alternative mortgage
transaction shall be deemed to be made in ac-
cordance with the applicable regulation not-
withstanding the housing creditor’s failure to
comply with the regulation, if—

(1) the transaction is in substantial compli-
ance with the regulation; and

(2) within sixty days of discovering any
error, the housing creditor corrects such error,
including making appropriate adjustments, if
any, to the account.
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(c) Preemption of State constitutions, laws or
regulations

An alternative mortgage transaction may be
made by a housing creditor in accordance with
this section, notwithstanding any State con-
stitution, law, or regulation.

(Pub. L. 97–320, title VIII, § 804, Oct. 15, 1982, 96
Stat. 1546; Pub. L. 101–73, title VII, § 744(c), Aug.
9, 1989, 103 Stat. 438.)

AMENDMENTS

1989—Subsec. (a)(3). Pub. L. 101–73 substituted ‘‘Direc-
tor of the Office of Thrift Supervision’’ for ‘‘Federal
Home Loan Bank Board’’ wherever appearing.

EFFECTIVE DATE

Section effective Oct. 15, 1982, see section 807(a) of
Pub. L. 97–320, set out as a note under section 3801 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1715z–20, 3804 of
this title.

§ 3804. Applicability of preemption provisions

(a) The provisions of section 3803 of this title
shall not apply to any alternative mortgage
transaction in any State made on or after the
effective date (if such effective date occurs on or
after October 15, 1982, and prior to a date three
years after October 15, 1982) of a State law or a
certification that the voters of such State have
voted in favor of any provision, constitutional
or otherwise, which states explicitly and by its
terms that such State does not want the pre-
emption provided in section 3803 of this title to
apply with respect to alternative mortgage
transactions (or to any class or type of alter-
native mortgage transaction) subject to the
laws of such State, except that section 3803 of
this title shall continue to apply to—

(1) any alternative mortgage transaction
undertaken on or after such date pursuant to
an agreement to undertake such alternative
mortgage transaction which was entered into
on or after October 15, 1982, and prior to such
later date (the ‘‘preemption period’’); and

(2) any renewal, extension, refinancing, or
other modification of an alternative mortgage
transaction that was entered into during the
preemption period.

(b) An alternative mortgage transaction shall
be deemed to have been undertaken during the
preemption period to which this section applies
if it—

(1) is funded or extended in whole or in part
during the preemption period, regardless of
whether pursuant to a commitment or other
agreement therefor made prior to that period;
or

(2) is a renewal, extension, refinancing, or
other modification of an alternative mortgage
transaction entered into before the preemp-
tion period and such renewal, extension, or
other modification is made during such period
with the written consent of any person obli-
gated to repay such credit.

(Pub. L. 97–320, title VIII, § 805, Oct. 15, 1982, 96
Stat. 1547; Pub. L. 98–181, title IV, § 472, Nov. 30,
1983, 97 Stat. 1237.)

AMENDMENTS

1983—Subsec. (a). Pub. L. 98–181 inserted ‘‘(or to any
class or type of alternative mortgage transaction)’’.

EFFECTIVE DATE

Section effective Oct. 15, 1982, see section 807(a) of
Pub. L. 97–320, set out as a note under section 3801 of
this title.

§ 3805. Applicability of consumer protection pro-
visions

Section 501(c)(1) of the Depository Institutions
Deregulation and Monetary Control Act of 1980
shall not apply to transactions which are sub-
ject to this chapter.

(Pub. L. 97–320, title VIII, § 806, Oct. 15, 1982, 96
Stat. 1548.)

REFERENCES IN TEXT

Section 501(c)(1) of the Depository Institutions De-
regulation and Monetary Control Act of 1980, referred
to in text, is section 501(c)(1) of Pub. L. 96–221, title V,
Mar. 31, 1980, 94 Stat. 161, as amended, which is set out
as a note under section 1735f–7 of this title.

EFFECTIVE DATE

Section effective Oct. 15, 1982, see section 807(a) of
Pub. L. 97–320, set out as a note under section 3801 of
this title.

§ 3806. Adjustable rate mortgage caps

(a) In general
Any adjustable rate mortgage loan originated

by a creditor shall include a limitation on the
maximum interest rate that may apply during
the term of the mortgage loan.
(b) Regulations

The Board of Governors of the Federal Reserve
System shall prescribe regulations to carry out
the purposes of this section.
(c) Enforcement

Any violation of this section shall be treated
as a violation of the Truth in Lending Act [15
U.S.C. 1601 et seq.] and shall be subject to ad-
ministrative enforcement under section 108 [15
U.S.C. 1607] or civil damages under section 130
[15 U.S.C. 1640] of such Act, or both.
(d) Definitions

For the purpose of this section—
(1) the term ‘‘creditor’’ means a person who

regularly extends credit for personal, family,
or household purposes; and

(2) the term ‘‘adjustable rate mortgage
loan’’ means any consumer loan secured by a
lien on a one- to four-family dwelling unit, in-
cluding a condominium unit, cooperative
housing unit, or mobile home, where the loan
is made pursuant to an agreement under which
the creditor may, from time to time, adjust
the rate of interest.

(e) Effective date
This section shall take effect upon the expira-

tion of 120 days after August 10, 1987.

(Pub. L. 100–86, title XII, § 1204, Aug. 10, 1987, 101
Stat. 662; Pub. L. 102–550, title IX, § 952, Oct. 28,
1992, 106 Stat. 3893.)

REFERENCES IN TEXT

The Truth in Lending Act, referred to in subsec. (c),
is title I of Pub. L. 90–321, May 29, 1968, 82 Stat. 146, as
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amended, which is classified generally to subchapter I
(§ 1601 et seq.) of chapter 41 of Title 15, Commerce and
Trade. For complete classification of this Act to the
Code, see Short Title note set out under section 1601 of
Title 15 and Tables.

CODIFICATION

Section was enacted as part of the Competitive
Equality Banking Act of 1987, and not as part of the Al-
ternative Mortgage Transaction Parity Act of 1982
which comprises this chapter.

AMENDMENTS

1992—Subsec. (d)(2). Pub. L. 102–550 substituted ‘‘any
consumer loan’’ for ‘‘any loan’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in title 15 section 1639.

CHAPTER 40�INTERNATIONAL LENDING
SUPERVISION

Sec.
3901. Congressional declaration of policy.
3902. Definitions.
3903. Strengthened supervision of international

lending.
3904. Reserves.

(a) Establishment and maintenance of
special reserves.

(b) Accommodation of potential losses on
foreign loans by United States
banks.

(c) Regulations and orders of Federal
banking agencies.

3904a. Additional reserve requirements.
(a) In general.
(b) Determination of institutional expo-

sure to risk.
(c) Timing and report.
(d) ‘‘Highly indebted country’’ defined.

3905. Accounting for fees on international loans.
3906. Collection and disclosure of international

lending data.
(a) Submission of information to Federal

banking agencies.
(b) Disclosure of information to the pub-

lic.
(c) Regulations and orders of Federal

banking agencies.
3907. Capital adequacy.
3908. Foreign loan evaluations.

(a) Projects requiring an economic fea-
sibility evaluation; content of eval-
uation.

(b) Review of evaluation by Federal
banking agencies.

(c) Other statutory authorities applica-
ble.

3909. General authorities.
(a) Rules and regulations.
(b) Systems uniformity.
(c) Existing authorities.
(d) Civil penalties; assessment and col-

lection.
3910. Audit authority of General Accounting Of-

fice.
(a) Scope of audit.
(b) Limits on disclosure.
(c) Records, property, workpapers, cor-

respondence, and documents; acces-
sibility.

3911. Equal representation for Federal Deposit In-
surance Corporation.

3912. Repealed.

§ 3901. Congressional declaration of policy

(a)(1) It is the policy of the Congress to assure
that the economic health and stability of the

United States and the other nations of the world
shall not be adversely affected or threatened in
the future by imprudent lending practices or in-
adequate supervision.

(2) This shall be achieved by strengthening the
bank regulatory framework to encourage pru-
dent private decisionmaking and by enhancing
international coordination among bank regu-
latory authorities.

(b) The Federal banking agencies shall consult
with the banking supervisory authorities of
other countries to reach understandings aimed
at achieving the adoption of effective and con-
sistent supervisory policies and practices with
respect to international lending.

(Pub. L. 98–181, title IX, § 902, Nov. 30, 1983, 97
Stat. 1278.)

SHORT TITLE OF 1989 AMENDMENT

Pub. L. 101–240, title IV, § 401, Dec. 19, 1989, 103 Stat.
2501, provided that: ‘‘This title [enacting section 3904a
of this title and enacting provisions set out as notes
under section 3904a of this title and section 2291 of Title
22, Foreign Relations and Intercourse] may be cited as
the ‘Foreign Debt Reserving Act of 1989’.’’

SHORT TITLE

Section 901 of title IX of Pub. L. 98–181 provided that:
‘‘This title [enacting this chapter] may be cited as the
‘International Lending Supervision Act of 1983’.’’

ENCOURAGEMENT OF DEBT-FOR-DEVELOPMENT SWAPS
THROUGH LOCAL CURRENCY REPAYMENT

Pub. L. 101–240, title V, § 531, Dec. 19, 1989, 103 Stat.
2513, provided that:

‘‘(a) STATEMENT OF POLICY.—It is the sense of the
Congress that—

‘‘(1) debt-for-development swaps, where payment is
made in local currency at the free market rate, serve
a useful purpose by providing banking institutions
with constructive opportunities for the reduction of
the external debt of highly indebted developing coun-
tries in a process that involves the participation of
private, nonprofit groups in providing a stimulus to
the economic and social development of such develop-
ing countries;

‘‘(2) debt-for-development swaps provide highly in-
debted developing countries with a creative method
of reducing external debt burdens, while promoting
their economic growth and restructuring objectives;

‘‘(3) banking institutions should give careful con-
sideration to engaging in such swaps as one means of
strengthening overall loan portfolios through the re-
duction of high external debt burdens while expand-
ing economic opportunities through private sector
initiatives; and

‘‘(4) in order to avoid any bias against such swaps
in the regulatory framework applicable to the finan-
cial reporting of banking institutions, where pay-
ment is made in local currency at the free market
rate, appropriate recognition of the fair market ex-
change value of the currency so received should be
made.
‘‘(b) NOTIFICATION RELATING TO LOCAL CURRENCY RE-

PAYMENT THROUGH DEBT-FOR-DEVELOPMENT SWAPS.—
Before the end of the 6-month period beginning on the
date of the enactment of this section [Dec. 19, 1989],
each appropriate Federal banking agency shall adopt
uniform guidelines that will effectuate the policy set
forth in subsection (a) concerning the regulatory
framework and accounting treatment of debt-for-devel-
opment swaps involving repayment in local currency at
the free market rate. For the purpose of such guide-
lines, the impact of such swaps on reported loan loss re-
serves shall be determined by valuing currency re-
ceived in such swaps at fair market exchange value.
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‘‘(c) DEFINITIONS.—As used in this section:
‘‘(1) APPROPRIATE FEDERAL BANKING AGENCY.—The

term ‘appropriate Federal banking agency’ has the
meaning given such term in section 903(1) of the
International Lending Supervision Act of 1983 [12
U.S.C. 3902(1)].

‘‘(2) BANKING INSTITUTION.—The term ‘banking in-
stitution’ has the meaning given such term in section
903(2) of the International Lending Supervision Act of
1983.

‘‘(3) DEBT-FOR-DEVELOPMENT SWAP.—The term ‘debt-
for-development swap’ has the meaning given such
term in section 1608(b)(2) of the International Finan-
cial Institutions Act [22 U.S.C. 262p–4c(b)(2)].

‘‘(4) HIGHLY INDEBTED COUNTRY.—The term ‘highly
indebted country’ means any country designated as a
‘Highly Indebted Country’ in the annual World Debt
Tables most recently published by the International
Bank for Reconstruction and Development before the
date of the enactment of this section [Dec. 19, 1989].’’

§ 3902. Definitions

For purposes of this chapter—
(1) the term ‘‘appropriate Federal banking

agency’’ has the same meaning given such
term in section 1813(q) of this title, except
that for purposes of this chapter such term
means the Board of Governors of the Federal
Reserve System for—

(A) bank holding companies and any
nonbank subsidiary thereof;

(B) Edge Act corporations organized under
section 25(a) 1 of the Federal Reserve Act [12
U.S.C. 611 et seq.]; and

(C) Agreement Corporations operating
under section 25 of the Federal Reserve Act
[12 U.S.C. 601 et seq.]; and

(2) the term ‘‘banking institution’’ means—
(A)(i) an insured bank as defined in section

1813(h) of this title or any subsidiary of an
insured bank;

(ii) an Edge Act corporation organized
under section 25(a) 1 of the Federal Reserve
Act [12 U.S.C. 611 et seq.]; and

(iii) an Agreement Corporation operating
under section 25 of the Federal Reserve Act
[12 U.S.C. 601 et seq.]; and

(B) to the extent determined by the appro-
priate Federal banking agency, any agency
or branch of a foreign bank, and any com-
mercial lending company owned or con-
trolled by one or more foreign banks or com-
panies that control a foreign bank as those
terms are defined in the International Bank-
ing Act of 1978 [12 U.S.C. 3101 et seq.]. The
term ‘‘banking institution’’ shall not in-
clude a foreign bank.

(Pub. L. 98–181, title IX, § 903, Nov. 30, 1983, 97
Stat. 1278.)

REFERENCES IN TEXT

Section 25(a) of the Federal Reserve Act, referred to
in pars. (1) and (2)(A), which is classified to subchapter
II (§ 611 et seq.) of chapter 6 of this title, was renum-
bered section 25A of that act by Pub. L. 102–242, title I,
§ 142(e)(2), Dec. 19, 1991, 105 Stat. 2281. Section 25 of the
Federal Reserve Act is classified to subchapter I (§ 601
et seq.) of chapter 6 of this title.

The International Banking Act of 1978, referred to in
par. (2)(B), is Pub. L. 95–369, Sept. 17, 1978, 92 Stat. 607,
which enacted sections 347d, 611a, and 3101 to 3111 of

this title, amended sections 72, 378, 614, 615, 618, 619,
1813, 1815, 1817, 1818, 1820, 1821, 1822, 1823, 1828, 1829b,
1831b, and 1841 of this title, and enacted provisions set
out as notes under sections 36, 247, 601, 611a, and 3101 of
this title. For definitions, see section 3101 of this title.
For complete classification of this Act to the Code, see
Short Title note set out under section 3101 of this title
and Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1464, 3910 of this
title.

§ 3903. Strengthened supervision of international
lending

(a) Each appropriate Federal banking agency
shall evaluate banking institution foreign coun-
try exposure and transfer risk for use in banking
institution examination and supervision.

(b) Each such agency shall establish examina-
tion and supervisory procedures to assure that
factors such as foreign country exposure and
transfer risk are taken into account in evaluat-
ing the adequacy of the capital of banking insti-
tutions.

(Pub. L. 98–181, title IX, § 904, Nov. 30, 1983, 97
Stat. 1279.)

§ 3904. Reserves

(a) Establishment and maintenance of special re-
serves

(1) Each appropriate Federal banking agency
shall require a banking institution to establish
and maintain a special reserve whenever, in the
judgment of such appropriate Federal banking
agency—

(A) the quality of such banking institution’s
assets has been impaired by a protracted in-
ability of public or private borrowers in a for-
eign country to make payments on their ex-
ternal indebtedness as indicated by such fac-
tors, among others, as—

(i) a failure by such public or private bor-
rowers to make full interest payments on
external indebtedness;

(ii) a failure to comply with the terms of
any restructured indebtedness; or

(iii) a failure by the foreign country to
comply with any International Monetary
Fund or other suitable adjustment program;
or

(B) no definite prospects exist for the or-
derly restoration of debt service.

(2) Such reserves shall be charged against cur-
rent income and shall not be considered as part
of capital and surplus or allowances for possible
loan losses for regulatory, supervisory, or dis-
closure purposes.

(b) Accommodation of potential losses on foreign
loans by United States banks

The appropriate Federal banking agencies
shall analyze the results of foreign loan resched-
uling negotiations, assess the loan loss risk re-
flected in rescheduling agreements, and, using
the powers set forth in section 3907 of this title
(regarding capital adequacy), ensure that the
capital and reserve positions of United States
banks are adequate to accommodate potential
losses on their foreign loans.
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(c) Regulations and orders of Federal banking
agencies

The appropriate Federal banking agencies
shall promulgate regulations or orders nec-
essary to implement this section within one
hundred and twenty days after November 30,
1983.

(Pub. L. 98–181, title IX, § 905, Nov. 30, 1983, 97
Stat. 1279.)

§ 3904a. Additional reserve requirements

(a) In general
Each appropriate Federal banking agency

shall review the exposure to risk of United
States banking institutions arising from the
medium- and long-term loans made by such in-
stitutions that are outstanding to any highly in-
debted country. Each agency shall provide direc-
tion to such institutions regarding additions to
general reserves maintained by each banking in-
stitution for potential loan losses and special re-
serves required by such agency arising from
such review.

(b) Determination of institutional exposure to
risk

In determining the exposure of an institution
to risk for purposes of subsection (a) of this sec-
tion, the appropriate Federal banking agency—

(1) shall determine whether any country ex-
posure that is, and has been for at least 2
years, rated in the category ‘‘Other Transfer
Risk Problems’’ or the category ‘‘Sub-
standard’’ by the Interagency Country Expo-
sure Review Committee should be reevaluated;

(2) may exempt, in full or in part, from re-
serve requirements established pursuant to
subsection (a) of this section, any loan—

(A) to a country that enters into a debt re-
duction, debt service reduction, or financing
program with its bank creditors that is sup-
ported by the International Bank for Recon-
struction and Development or the Inter-
national Monetary Fund; or

(B) secured, in whole or in part, by appro-
priate collateral for payment of interest or
principal;

(3) take into account any other factors
which bear on such exposure and the particu-
lar circumstances of the institution; and

(4) shall consider as indicators of risk, where
appropriate, the average reserve levels main-
tained by or required of banking institutions
in foreign countries and secondary market
prices for such loans.

(c) Timing and report
(1) Determined by agency

Except as provided in paragraph (3), each ap-
propriate Federal banking agency shall deter-
mine the timing of any addition to reserves re-
quired by subsection (a) of this section.

(2) Report
Each appropriate Federal banking agency

shall include in each report required to be
made under section 3912(d) 1 of this title after

1989 a report on the actions taken pursuant to
this section.
(3) Deadline

Each Federal agency required to undertake
a review described in subsection (a) of this sec-
tion shall complete the review not later than
December 31, 1990.

(d) ��Highly indebted country�� defined
As used in this section, the term ‘‘highly in-

debted country’’ means any country designated
as a ‘‘Highly Indebted Country’’ in the annual
World Debt Tables most recently published by
the International Bank for Reconstruction and
Development before December 19, 1989.

(Pub. L. 98–181, title IX, § 905A, as added Pub. L.
101–240, title IV, § 402(b), Dec. 19, 1989, 103 Stat.
2501.)

REFERENCES IN TEXT

Section 3912(d) of this title, referred to in subsec.
(c)(2), was repealed by Pub. L. 104–208, div. A, title II,
§ 2224(c), Sept. 30, 1996, 110 Stat. 3009–415.

CONGRESSIONAL FINDINGS

Section 402(a) of Pub. L. 101–240 provided that: ‘‘The
Congress finds that—

‘‘(1) since the adoption of the International Lending
Supervision Act of 1983 [12 U.S.C. 3901 et seq.], the
credit quality of loans by United States banking in-
stitutions to highly indebted countries has deterio-
rated and the prospects for full repayment of such
loans have diminished;

‘‘(2) in general during this period, the level of coun-
try exposure and transfer risk associated with loans
by United States banking institutions to highly in-
debted countries has not been adequately reflected in
the reserve levels established by many individual
United States banking institutions or the reserve re-
quirements imposed by Federal banking agencies pur-
suant to such Act;

‘‘(3) during the last 3 years and particularly in re-
cent months, United States banking institutions
have increased their reserves for possible losses from
loans to highly indebted countries but such reserves
remain, in some cases, significantly lower than re-
serves established by banking institutions in a num-
ber of foreign countries and may not be adequate to
deal with potential risks; and

‘‘(4) in order to fulfill the purposes of such Act, the
Federal banking agencies should take a more active
role in reviewing reserve levels established by United
States banking institutions for potential losses from
loans to highly indebted countries and in requiring
appropriate levels of both special and general re-
serves to reflect the increased risk of such loans.’’

§ 3905. Accounting for fees on international loans

(a)(1) In order to avoid excessive debt service
burdens on debtor countries, no banking institu-
tion shall charge, in connection with the re-
structuring of an international loan, any fee ex-
ceeding the administrative cost of the restruc-
turing unless it amortizes such fee over the ef-
fective life of each such loan.

(2)(A) Each appropriate Federal banking agen-
cy shall promulgate such regulations as are nec-
essary to further carry out the provisions of this
subsection.

(B) The requirement of paragraph (1) shall
take effect on November 30, 1983.

(b)(1) Subject to subsection (a) of this section,
the appropriate Federal banking agencies shall
promulgate regulations for accounting for agen-
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cy, commitment, management and other fees
charged by a banking institution in connection
with an international loan.

(2) Such regulations shall establish the ac-
counting treatment of such fees for regulatory,
supervisory, and disclosure purposes to assure
that the appropriate portion of such fees is ac-
crued in income over the effective life of each
such loan.

(3) The appropriate Federal banking agencies
shall promulgate regulations or orders nec-
essary to implement this subsection within one
hundred and twenty days after November 30,
1983.

(Pub. L. 98–181, title IX, § 906, Nov. 30, 1983, 97
Stat. 1279.)

§ 3906. Collection and disclosure of international
lending data

(a) Submission of information to Federal bank-
ing agencies

Each appropriate Federal banking agency
shall require, by regulation, each banking insti-
tution with foreign country exposure to submit,
no fewer than four times each calendar year, in-
formation regarding such exposure in a format
prescribed by such regulations.
(b) Disclosure of information to the public

Each appropriate Federal banking agency
shall require, by regulation, banking institu-
tions to disclose to the public information re-
garding material foreign country exposure in re-
lation to assets and to capital.
(c) Regulations and orders of Federal banking

agencies
The appropriate Federal banking agencies

shall promulgate regulations or orders nec-
essary to implement this section within one
hundred and twenty days after November 30,
1983.

(Pub. L. 98–181, title IX, § 907, Nov. 30, 1983, 97
Stat. 1280.)

§ 3907. Capital adequacy

(a)(1) Each appropriate Federal banking agen-
cy shall cause banking institutions to achieve
and maintain adequate capital by establishing
minimum levels of capital for such banking in-
stitutions and by using such other methods as
the appropriate Federal banking agency deems
appropriate.

(2) Each appropriate Federal banking agency
shall have the authority to establish such mini-
mum level of capital for a banking institution
as the appropriate Federal banking agency, in
its discretion, deems to be necessary or appro-
priate in light of the particular circumstances of
the banking institution.

(b)(1) Failure of a banking institution to main-
tain capital at or above its minimum level as es-
tablished pursuant to subsection (a) of this sec-
tion may be deemed by the appropriate Federal
banking agency, in its discretion, to constitute
an unsafe and unsound practice within the
meaning of section 1818 of this title.

(2)(A) In addition to, or in lieu of, any other
action authorized by law, including paragraph
(1), the appropriate Federal banking agency may

issue a directive to a banking institution that
fails to maintain captial 1 at or above its re-
quired level as established pursuant to sub-
section (a) of this section.

(B)(i) Such directive may require the banking
institution to submit and adhere to a plan ac-
ceptable to the appropriate Federal banking
agency describing the means and timing by
which the banking institution shall achieve its
required capital level.

(ii) Any such directive issued pursuant to this
paragraph, including plans submitted pursuant
thereto, shall be enforceable under the provi-
sions of section 1818(i) of this title to the same
extent as an effective and outstanding order is-
sued pursuant to section 1818(b) of this title
which has become final.

(3)(A) Each appropriate Federal banking agen-
cy may consider such banking institution’s
progress in adhering to any plan required under
this subsection whenever such banking institu-
tion, or an affiliate thereof, or the holding com-
pany which controls such banking institution,
seeks the requisite approval of such appropriate
Federal banking agency for any proposal which
would divert earnings, diminish capital, or
otherwise impede such banking institution’s
progress in achieving its minimum capital level.

(B) Such appropriate Federal banking agency
may deny such approval where it determines
that such proposal would adversely affect the
ability of the banking institution to comply
with such plan.

(C) The Chairman of the Board of Governors of
the Federal Reserve System and the Secretary
of the Treasury shall encourage governments,
central banks, and regulatory authorities of
other major banking countries to work toward
maintaining and, where appropriate, strengthen-
ing the capital bases of banking institutions in-
volved in international lending.

(Pub. L. 98–181, title IX, § 908, Nov. 30, 1983, 97
Stat. 1280.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1464, 3904 of this
title.

§ 3908. Foreign loan evaluations

(a) Projects requiring an economic feasibility
evaluation; content of evaluation

(1) In any case in which one or more banking
institutions extend credit, whether by loan,
lease, guarantee, or otherwise, which individ-
ually or in the aggregate exceeds $20,000,000, to
finance any project which has as a major objec-
tive the construction or operation of any mining
operation, any metal or mineral primary proc-
essing operation, any fabricating facility or op-
eration, or any metal-making operations (semi
and finished) located outside the United States
or its territories and possessions, a written eco-
nomic feasibility evaluation of such foreign
project shall be prepared and approved in writ-
ing by a senior official of the banking institu-
tion, or, if more than one banking institution is
involved, the lead banking institution, prior to
the extension of such credit.
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(2) Such evaluation shall—
(A) take into account the profit potential of

the project, the impact of the project on world
markets, the inherent competitive advantages
and disadvantages of the project over the en-
tire life of the project, and the likely effect of
the project upon the overall long-term eco-
nomic development of the country in which
the project is located; and

(B) consider whether the extension of credit
can reasonably be expected to be repaid from
revenues generated by such foreign project
without regard to any subsidy, as defined in
international agreements, provided by the
government involved or any instrumentality
of any country.

(b) Review of evaluation by Federal banking
agencies

Such economic feasibility evaluations shall be
reviewed by representatives of the appropriate
Federal banking agencies whenever an examina-
tion by such appropriate Federal banking agen-
cy is conducted.
(c) Other statutory authorities applicable

(1) The authorities of the Federal banking
agencies contained in section 1818 of this title
and in section 3909 of this title, except those
contained in section 3909(d) of this title, shall be
applicable to this section.

(2) No private right of action or claim for re-
lief may be predicated upon this section.

(Pub. L. 98–181, title IX, § 909, Nov. 30, 1983, 97
Stat. 1281.)

§ 3909. General authorities

(a) Rules and regulations
(1) The appropriate Federal banking agencies

are authorized to interpret and define the terms
used in this chapter, and each appropriate Fed-
eral banking agency shall prescribe rules or reg-
ulations or issue orders as necessary to effec-
tuate the purposes of this chapter and to pre-
vent evasions thereof.

(2) The appropriate Federal banking agency is
authorized to apply the provisions of this chap-
ter to any affiliate of an insured bank, but only
to affiliates for which it is the appropriate Fed-
eral banking agency, in order to promote uni-
form application of this chapter or to prevent
evasions thereof.

(3) For purposes of this section, the term ‘‘af-
filiate’’ shall have the same meaning as in sec-
tion 371c of this title, except that the term
‘‘member bank’’ in such section shall be deemed
to refer to an ‘‘insured bank’’, as such term is
used in section 1813(h) of this title.
(b) Systems uniformity

The appropriate Federal banking agencies
shall establish uniform systems to implement
the authorities provided under this chapter.
(c) Existing authorities

(1) The powers and authorities granted in this
chapter shall be supplemental to and shall not
be deemed in any manner to derogate from or
restrict the authority of each appropriate Fed-
eral banking agency under section 1818 of this
title or any other law including the authority to
require additional capital or reserves.

(2) Any such authority may be used by any ap-
propriate Federal banking agency to ensure
compliance by a banking institution with the
provisions of this chapter and all rules, regula-
tions, or orders issued pursuant thereto.
(d) Civil penalties; assessment and collection

(1) Any banking institution which violates, or
any officer, director, employee, agent, or other
person participating in the conduct of the af-
fairs of such banking institution, who violates
any provision of this chapter, or any rule, regu-
lation, or order, issued under this chapter, shall
forfeit and pay a civil penalty of not more than
$1,000 per day for each day during which such
violation continues.

(2) Such violations shall be deemed to be a vio-
lation of a final order under section 1818(i)(2) of
this title and the penalty shall be assessed and
collected by the appropriate Federal banking
agency under the procedures established by, and
subject to the rights afforded to parties in, such
section.

(Pub. L. 98–181, title IX, § 910, Nov. 30, 1983, 97
Stat. 1282.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 3908 of this title.

§ 3910. Audit authority of General Accounting Of-
fice

(a) Scope of audit
(1) Under regulations of the Comptroller Gen-

eral, the Comptroller General shall audit the ap-
propriate Federal banking agencies (as defined
in section 3902 of this title), but may carry out
an onsite examination of an open insured bank
or bank holding company only if the appropriate
Federal banking agency has consented in writ-
ing.

(2) An audit under this subsection may include
a review or evaluation of the international regu-
lation, supervision, and examination activities
of the appropriate Federal banking agency, in-
cluding the coordination of such activities with
similar activities of regulatory authorities of a
foreign government or international organiza-
tion.

(3) Audits of the Federal Reserve Board and
Federal Reserve banks may not include—

(A) transactions for, or with, a foreign cen-
tral bank, government of a foreign country, or
nonprivate international financing organiza-
tion;

(B) deliberations, decisions, or actions on
monetary policy matters, including discount
window operations, reserves of member banks,
securities credit, interest on deposits, or open
market operations;

(C) transactions made under the direction of
the Federal Open Market Committee; or

(D) a part of a discussion or communication
among or between members of the Board of
Governors of the Federal Reserve System and
officers and employees of the Federal Reserve
System related to subparagraphs (A) through
(C) of this paragraph.

(b) Limits on disclosure
(1)(A) Except as provided in this subsection, an

officer or employee of the General Accounting
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Office may not disclose information identifying
an open bank, an open bank holding company, or
a customer of an open or closed bank or bank
holding company.

(B) The Comptroller General may disclose in-
formation related to the affairs of a closed bank
or closed bank holding company identifying a
customer of the closed bank or closed bank hold-
ing company only if the Comptroller General be-
lieves the customer had a controlling influence
in the management of the closed bank or closed
bank holding company or was related to or af-
filiated with a person or group having a control-
ling influence.

(2) An officer or employee of the General Ac-
counting Office may discuss a customer, bank,
or bank holding company with an official of an
appropriate Federal banking agency and may re-
port an apparent criminal violation to an appro-
priate law enforcement authority of the United
States Government or a State.

(3) This subsection does not authorize an offi-
cer or employee of an appropriate Federal bank-
ing agency to withhold information from a com-
mittee of the Congress authorized to have the
information.
(c) Records, property, workpapers, correspond-

ence, and documents; accessibility
(1)(A) To carry out this section, all records

and property of or used by an appropriate Fed-
eral banking agency, including samples of re-
ports of examinations of a bank or bank holding
company the Comptroller General considers sta-
tistically meaningful and workpapers and cor-
respondence related to the reports shall be made
available to the Comptroller General, including
such records and property pertaining to the co-
ordination of international regulation, super-
visor and examination activities of an appro-
priate Federal banking agency.

(B) The Comptroller General shall give each
appropriate Federal banking agency a current
list of officers and employees to whom, with
proper identification, records and property may
be made available, and who may make notes or
copies necessary to carry out an audit.

(C) Each appropriate Federal banking agency
shall give the Comptroller General suitable and
lockable offices and furniture, telephones, and
access to copying facilities.

(2) Except for the temporary removal of work-
papers of the Comptroller General that do not
identify a customer of an open or closed bank or
bank holding company, an open bank, or an open
bank holding company, all workpapers of the
Comptroller General and records and property of
or used by an appropriate Federal banking agen-
cy that the Comptroller General possesses dur-
ing an audit, shall remain in such agency. The
Comptroller General shall prevent unauthorized
access to records or property.

(Pub. L. 98–181, title IX, § 911, Nov. 30, 1983, 97
Stat. 1282.)

§ 3911. Equal representation for Federal Deposit
Insurance Corporation

As one of the three Federal bank regulatory
and supervisory agencies, and as the insurer of
the United States banks involved in inter-
national lending, the Federal Deposit Insurance

Corporation shall be given equal representation
with the Board of Governors of the Federal Re-
serve System and the Office of the Comptroller
of the Currency on the Committee on Banking
Regulations and Supervisory Practices of the
Group of Ten Countries and Switzerland.

(Pub. L. 98–181, title IX, § 912, Nov. 30, 1983, 97
Stat. 1284.)

§ 3912. Repealed. Pub. L. 104�208, div. A, title II,
§ 2224(c), Sept. 30, 1996, 110 Stat. 3009�415

Section, Pub. L. 98–181, title IX, § 913, Nov. 30, 1983, 97
Stat. 1284; Pub. L. 100–418, title III, § 3121(e), Aug. 23,
1988, 102 Stat. 1379, directed Secretary of the Treasury
and certain Federal banking agencies to report to Con-
gress, no later than 6 months after Nov. 30, 1983, regard-
ing changes that could improve international lending
operations of banking institutions.

CHAPTER 41�EXPEDITED FUNDS
AVAILABILITY

Sec.
4001. Definitions.
4002. Expedited funds availability schedules.

(a) Next business day availability for cer-
tain deposits.

(b) Permanent schedule.
(c) Temporary schedule.
(d) Time period adjustments.
(e) Deposits at ATM.
(f) Check return; notice of nonpayment.

4003. Safeguard exceptions.
(a) New accounts.
(b) Large or redeposited checks; repeated

overdrafts.
(c) Reasonable cause exception.
(d) Emergency conditions.
(e) Prevention of fraud losses.
(f) Notice of exception; availability with-

in reasonable time.
4004. Disclosure of funds availability policies.

(a) Notice for new accounts.
(b) Preprinted deposit slips.
(c) Mailing of notice.
(d) Posting of notice.
(e) Notice of interest payment policy.
(f) Model disclosure forms.

4005. Payment of interest.
(a) In general.
(b) Special rule for credit unions.
(c) Exception for checks returned unpaid.

4006. Miscellaneous provisions.
(a) After-hours deposits.
(b) Availability at start of business day.
(c) Effect on policies of depository insti-

tutions.
(d) Prohibition on freezing certain funds

in an account.
(e) Employee training on and compliance

with requirements of this chapter.
4007. Effect on State law.

(a) In general.
(b) Override on certain State laws.

4008. Regulations and reports by Board.
(a) In general.
(b) Regulations relating to improvement

of check processing system.
(c) Regulatory responsibility of Board for

payment system.
(d) Reports.
(e) Consultation.
(f) Electronic clearinghouse study.

4009. Administrative enforcement.
(a) Administrative enforcement.
(b) Additional powers.
(c) Enforcement by Board.
(d) Procedural rules.
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Sec.
4010. Civil liability.

(a) Civil liability.
(b) Class action awards.
(c) Bona fide errors.
(d) Jurisdiction.
(e) Reliance on Board rulings.
(f) Authority to establish rules regarding

losses and liability among deposi-
tory institutions.

§ 4001. Definitions

For purposes of this chapter—
(1) Account

The term ‘‘account’’ means a demand de-
posit account or other similar transaction ac-
count at a depository institution.
(2) Board

The term ‘‘Board’’ means the Board of Gov-
ernors of the Federal Reserve System.
(3) Business day

The term ‘‘business day’’ means any day
other than a Saturday, Sunday, or legal holi-
day.
(4) Cash

The term ‘‘cash’’ means United States coins
and currency, including Federal Reserve
notes.
(5) Cashier�s check

The term ‘‘cashier’s check’’ means any
check which—

(A) is drawn on a depository institution;
(B) is signed by an officer or employee of

such depository institution; and
(C) is a direct obligation of such deposi-

tory institution.
(6) Certified check

The term ‘‘certified check’’ means any check
with respect to which a depository institution
certifies that—

(A) the signature on the check is genuine;
and

(B) such depository institution has set
aside funds which—

(i) are equal to the amount of the check;
and

(ii) will be used only to pay such check.
(7) Check

The term ‘‘check’’ means any negotiable de-
mand draft drawn on or payable through an of-
fice of a depository institution located in the
United States. Such term does not include
noncash items.
(8) Check clearinghouse association

The term ‘‘check clearinghouse association’’
means any arrangement by which participant
depository institutions exchange deposited
checks on a local basis, including an entire
metropolitan area, without using the check
processing facilities of the Federal Reserve
System.
(9) Check processing region

The term ‘‘check processing region’’ means
the geographical area served by a Federal Re-
serve bank check processing center or such
larger area as the Board may prescribe by reg-
ulations.

(10) Consumer account
The term ‘‘consumer account’’ means any

account used primarily for personal, family, or
household purposes.
(11) Depository check

The term ‘‘depository check’’ means any
cashier’s check, certified check, teller’s check,
and any other functionally equivalent instru-
ment as determined by the Board.
(12) Depository institution

The term ‘‘depository institution’’ has the
meaning given such term in clauses (i)
through (vi) of section 461(b)(1)(A) of this title.
Such term also includes an office, branch, or
agency of a foreign bank located in the United
States.
(13) Local originating depository institution

The term ‘‘local originating depository in-
stitution’’ means any originating depository
institution which is located in the same check
processing region as the receiving depository
institution.
(14) Noncash item

The term ‘‘noncash item’’ means—
(A) a check or other demand item to which

a passbook, certificate, or other document is
attached;

(B) a check or other demand item which is
accompanied by special instructions, such as
a request for special advise of payment or
dishonor; or

(C) any similar item which is otherwise
classified as a noncash item in regulations of
the Board.

(15) Nonlocal originating depository institution
The term ‘‘nonlocal originating depository

institution’’ means any originating depository
institution which is not a local depository in-
stitution.
(16) Proprietary ATM

The term ‘‘proprietary ATM’’ means an
automated teller machine which is—

(A) located—
(i) at or adjacent to a branch of the re-

ceiving depository institution; or
(ii) in close proximity, as defined by the

Board, to a branch of the receiving deposi-
tory institution; or

(B) owned by, operated exclusively for, or
operated by the receiving depository institu-
tion.

(17) Originating depository institution
The term ‘‘originating depository institu-

tion’’ means the branch of a depository insti-
tution on which a check is drawn.
(18) Nonproprietary ATM

The term ‘‘nonproprietary ATM’’ means an
automated teller machine which is not a pro-
prietary ATM.
(19) Participant

The term ‘‘participant’’ means a depository
institution which—

(A) is located in the same geographic area
as that served by a check clearinghouse as-
sociation; and
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(B) exchanges checks through the check
clearinghouse association, either directly or
through an intermediary.

(20) Receiving depository institution
The term ‘‘receiving depository institution’’

means the branch of a depository institution
or the proprietary ATM in which a check is
first deposited.

(21) State
The term ‘‘State’’ means any State, the Dis-

trict of Columbia, the Commonwealth of Puer-
to Rico, or the Virgin Islands.

(22) Teller�s check
The term ‘‘teller’s check’’ means any check

issued by a depository institution and drawn
on another depository institution.

(23) United States
The term ‘‘United States’’ means the several

States, the District of Columbia, the Common-
wealth of Puerto Rico, and the Virgin Islands.

(24) Unit of general local government
The term ‘‘unit of general local govern-

ment’’ means any city, county, town, town-
ship, parish, village, or other general purpose
political subdivision of a State.

(25) Wire transfer
The term ‘‘wire transfer’’ has such meaning

as the Board shall prescribe by regulations.

(Pub. L. 100–86, title VI, § 602, Aug. 10, 1987, 101
Stat. 635.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this title’’, meaning title VI of Pub. L. 100–86, Aug. 10,
1987, 101 Stat. 635, known as the Expedited Funds Avail-
ability Act, which enacted this chapter, amended sec-
tion 248a of this title, and enacted provisions set out as
notes under sections 248a and 4001 of this title. For
complete classification of this Act to the Code, see
Short Title note below and Tables.

EFFECTIVE DATE

Section 613 of title VI of Pub. L. 100–86 provided that:
‘‘(a) DATE OF ENACTMENT.—Except as provided in sub-

section (b), this title [enacting this chapter, amending
section 248a of this title, and enacting provisions set
out as notes under sections 248a and 4001 of this title]
shall take effect on the date of the enactment of this
title [Aug. 10, 1987].

‘‘(b) 1 YEAR AFTER DATE OF ENACTMENT.—Sections
603, 604, 605, 606, 610, and 611 [enacting sections 4002 to
4005, 4009, and 4010 of this title] shall take effect on Sep-
tember 1, 1988.’’

SHORT TITLE

Section 601 of title VI of Pub. L. 100–86 provided that:
‘‘This title [enacting this chapter, amending section
248a of this title, and enacting provisions set out as
notes under sections 248a and 4001 of this title] may be
cited as the ‘Expedited Funds Availability Act’.’’

SEPARABILITY

If any provision of Pub. L. 100–86 or the application
thereof to any person or circumstances is held invalid,
the remainder of Pub. L. 100–86 and the application of
the provision to other persons not similarly situated or
to other circumstances not to be affected thereby, see
section 1205 of Pub. L. 100–86, set out as a note under
section 226 of this title.

§ 4002. Expedited funds availability schedules

(a) Next business day availability for certain de-
posits

(1) Cash deposits; wire transfers
Except as provided in subsection (e) of this

section and in section 4003 of this title, in any
case in which—

(A) any cash is deposited in an account at
a receiving depository institution staffed by
individuals employed by such institution, or

(B) funds are received by a depository in-
stitution by wire transfer for deposit in an
account at such institution,

such cash or funds shall be available for with-
drawal not later than the business day after
the business day on which such cash is depos-
ited or such funds are received for deposit.

(2) Government checks; certain other checks
Funds deposited in an account at a deposi-

tory institution by check shall be available for
withdrawal not later than the business day
after the business day on which such funds are
deposited in the case of—

(A) a check which—
(i) is drawn on the Treasury of the

United States; and
(ii) is endorsed only by the person to

whom it was issued;

(B) a check which—
(i) is drawn by a State;
(ii) is deposited in a receiving depository

institution which is located in such State
and is staffed by individuals employed by
such institution;

(iii) is deposited with a special deposit
slip which indicates it is a check drawn by
a State; and

(iv) is endorsed only by the person to
whom it was issued;

(C) a check which—
(i) is drawn by a unit of general local

government;
(ii) is deposited in a receiving depository

institution which is located in the same
State as such unit of general local govern-
ment and is staffed by individuals em-
ployed by such institution;

(iii) is deposited with a special deposit
slip which indicates it is a check drawn by
a unit of general local government; and

(iv) is endorsed only by the person to
whom it was issued;

(D) the first $100 deposited by check or
checks on any one business day;

(E) a check deposited in a branch of a de-
pository institution and drawn on the same
or another branch of the same depository in-
stitution if both such branches are located
in the same State or the same check proc-
essing region;

(F) a cashier’s check, certified check, tell-
er’s check, or depository check which—

(i) is deposited in a receiving depository
institution which is staffed by individuals
employed by such institution;

(ii) is deposited with a special deposit
slip which indicates it is a cashier’s check,
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certified check, teller’s check, or deposi-
tory check, as the case may be; and

(iii) is endorsed only by the person to
whom it was issued.

(b) Permanent schedule
(1) Availability of funds deposited by local

checks
Subject to paragraph (3) of this subsection,

subsections (a)(2), (d), and (e) of this section,
and section 4003 of this title, not more than 1
business day shall intervene between the busi-
ness day on which funds are deposited in an
account at a depository institution by a check
drawn on a local originating depository insti-
tution and the business day on which the
funds involved are available for withdrawal.

(2) Availability of funds deposited by nonlocal
checks

Subject to paragraph (3) of this subsection,
subsections (a)(2), (d), and (e) of this section,
and section 4003 of this title, not more than 4
business days shall intervene between the
business day on which funds are deposited in
an account at a depository institution by a
check drawn on a nonlocal originating deposi-
tory institution and the business day on which
such funds are available for withdrawal.

(3) Time period adjustments for cash with-
drawal of certain checks

(A) In general
Except as provided in subparagraph (B),

funds deposited in an account in a deposi-
tory institution by check (other than a
check described in subsection (a)(2) of this
section) shall be available for cash with-
drawal not later than the business day after
the business day on which such funds other-
wise are available under paragraph (1) or (2).

(B) 5 p.m. cash availability
Not more than $400 (or the maximum

amount allowable in the case of a with-
drawal from an automated teller machine
but not more than $400) of funds deposited by
one or more checks to which this paragraph
applies shall be available for cash with-
drawal not later than 5 o’clock post merid-
ian of the business day on which such funds
are available under paragraph (1) or (2). If
funds deposited by checks described in both
paragraph (1) and paragraph (2) become
available for cash withdrawal under this
paragraph on the same business day, the
limitation contained in this subparagraph
shall apply to the aggregate amount of such
funds.

(C) $100 availability
Any amount available for withdrawal

under this paragraph shall be in addition to
the amount available under subsection
(a)(2)(D) of this section.

(4) Applicability
This subsection shall apply with respect to

funds deposited by check in an account at a
depository institution on or after September 1,
1990, except that the Board may, by regula-
tion, make this subsection or any part of this

subsection applicable earlier than September
1, 1990.

(c) Temporary schedule
(1) Availability of local checks

(A) In general
Subject to subparagraph (B) of this para-

graph, subsections (a)(2), (d), and (e) of this
section, and section 4003 of this title, not
more than 2 business days shall intervene
between the business day on which funds are
deposited in an account at a depository in-
stitution by a check drawn on a local origi-
nating depository institution and the busi-
ness day on which such funds are available
for withdrawal.
(B) Time period adjustment for cash with-

drawal of certain checks
(i) In general

Except as provided in clause (ii), funds
deposited in an account in a depository in-
stitution by check drawn on a local deposi-
tory institution that is not a participant
in the same check clearinghouse associa-
tion as the receiving depository institu-
tion (other than a check described in sub-
section (a)(2) of this section) shall be avail-
able for cash withdrawal not later than the
business day after the business day on
which such funds otherwise are available
under subparagraph (A).
(ii) 5 p.m. cash availability

Not more than $400 (or the maximum
amount allowable in the case of a with-
drawal from an automated teller machine
but not more than $400) of funds deposited
by one or more checks to which this sub-
paragraph applies shall be available for
cash withdrawal not later than 5 o’clock
post meridian of the business day on which
such funds are available under subpara-
graph (A).
(iii) $100 availability

Any amount available for withdrawal
under this subparagraph shall be in addi-
tion to the amount available under sub-
section (a)(2)(D) of this section.

(2) Availability of nonlocal checks
Subject to subsections (a)(2), (d), and (e) of

this section and section 4003 of this title, not
more than 6 business days shall intervene be-
tween the business day on which funds are de-
posited in an account at a depository institu-
tion by a check drawn on a nonlocal originat-
ing depository institution and the business
day on which such funds are available for
withdrawal.
(3) Applicability

This subsection shall apply with respect to
funds deposited by check in an account at a
depository institution after August 31, 1988,
and before September 1, 1990, except as may be
otherwise provided under subsection (b)(4) of
this section.

(d) Time period adjustments
(1) Reduction generally

Notwithstanding any other provision of law,
the Board shall, by regulation, reduce the
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1 So in original. Probably should be ‘‘subparagraph’’.

time periods established under subsections (b),
(c), and (e) of this section to as short a time as
possible and equal to the period of time
achievable under the improved check clearing
system for a receiving depository institution
to reasonably expect to learn of the non-
payment of most items for each category of
checks.
(2) Extension for certain deposits in noncontig-

uous States or territories
Notwithstanding any other provision of law,

any time period established under subsection
(b), (c), or (e) of this section shall be extended
by 1 business day in the case of any deposit
which is both—

(A) deposited in an account at a depository
institution which is located in Alaska, Ha-
waii, Puerto Rico, or the Virgin Islands; and

(B) deposited by a check drawn on an orig-
inating depository institution which is not
located in the same State, commonwealth,
or territory as the receiving depository in-
stitution.

(e) Deposits at ATM
(1) Nonproprietary ATM

(A) In general
Not more than 4 business days shall inter-

vene between the business day a deposit de-
scribed in subparagraph (B) is made at a
nonproprietary automated teller machine
(for deposit in an account at a depository in-
stitution) and the business day on which
funds from such deposit are available for
withdrawal.
(B) Deposits described in this paragraph 1

A deposit is described in this subparagraph
if it is—

(i) a cash deposit;
(ii) a deposit made by a check described

in subsection (a)(2) of this section;
(iii) a deposit made by a check drawn on

a local originating depository institution
(other than a check described in sub-
section (a)(2) of this section); or

(iv) a deposit made by a check drawn on
a nonlocal originating depository institu-
tion (other than a check described in sub-
section (a)(2) of this section).

(2) Proprietary ATM�temporary and perma-
nent schedules

The provisions of subsections (a), (b), and (c)
of this section shall apply with respect to any
funds deposited at a proprietary automated
teller machine for deposit in an account at a
depository institution.
(3) Study and report on ATM�s

The Board shall, either directly or through
the Consumer Advisory Council, establish and
maintain a dialogue with depository institu-
tions and their suppliers on the computer soft-
ware and hardware available for use by auto-
mated teller machines, and shall, not later
than September 1 of each of the first 3 cal-
endar years beginning after August 10, 1987, re-
port to the Congress regarding such software

and hardware and regarding the potential for
improving the processing of automated teller
machine deposits.

(f) Check return; notice of nonpayment
No provision of this section shall be construed

as requiring that, with respect to all checks de-
posited in a receiving depository institution—

(1) such checks be physically returned to
such depository institution; or

(2) any notice of nonpayment of any such
check be given to such depository institution
within the times set forth in subsection (a),
(b), (c), or (e) of this section or in the regula-
tions issued under any such subsection.

(Pub. L. 100–86, title VI, § 603, Aug. 10, 1987, 101
Stat. 637; Pub. L. 101–625, title X, § 1001, Nov. 28,
1990, 104 Stat. 4424; Pub. L. 102–242, title II,
§ 227(a), (b)(1), Dec. 19, 1991, 105 Stat. 2307.)

AMENDMENTS

1991—Subsec. (e)(1). Pub. L. 102–242, § 227(b)(1)(A),
struck out ‘‘—temporary schedule’’ after ‘‘ATM’’ in
heading.

Subsec. (e)(1)(C). Pub. L. 102–242, § 227(a), struck out
subpar. (C) which read as follows: ‘‘This paragraph shall
apply with respect to funds deposited at a nonpropri-
etary automated teller machine after August 31, 1988,
and prior to the expiration of the 2-year period begin-
ning on November 28, 1990.’’

Subsec. (e)(2) to (4). Pub. L. 102–242, § 227(a), (b)(1)(B),
redesignated pars. (3) and (4) as (2) and (3), respectively,
and struck out former par. (2) which related to perma-
nent schedule for funds deposited at nonproprietary
automated teller machines.

1990—Subsec. (e)(1)(A). Pub. L. 101–625, § 1001(1), sub-
stituted ‘‘4’’ for ‘‘6’’.

Subsec. (e)(1)(C). Pub. L. 101–625, § 1001(2), substituted
‘‘prior to the expiration of the 2-year period beginning
on November 28, 1990’’ for ‘‘before September 1, 1990’’.

Subsec. (e)(2)(D). Pub. L. 101–625, § 1001(3), substituted
‘‘the expiration of the 2-year period beginning on No-
vember 28, 1990’’ for ‘‘September 1, 1990’’.

EFFECTIVE DATE

Section effective Sept. 1, 1988, see section 613(b) of
Pub. L. 100–86, set out as a note under section 4001 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4003, 4006, 4008
of this title.

§ 4003. Safeguard exceptions

(a) New accounts
Notwithstanding section 4002 of this title, in

the case of any account established at a deposi-
tory institution by a new depositor, the follow-
ing provisions shall apply with respect to any
deposit in such account during the 30-day period
(or such shorter period as the Board may estab-
lish) beginning on the date such account is es-
tablished—

(1) Next business day availability of cash and
certain items

Except as provided in paragraph (3), in the
case of—

(A) any cash deposited in such account;
(B) any funds received by such depository

institution by wire transfer for deposit in
such account;

(C) any funds deposited in such account by
cashier’s check, certified check, teller’s
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check, depository check, or traveler’s check;
and

(D) any funds deposited by a government
check which is described in subparagraph
(A), (B), or (C) of section 4002(a)(2) of this
title,

such cash or funds shall be available for with-
drawal on the business day after the business
day on which such cash or funds are deposited
or, in the case of a wire transfer, on the busi-
ness day after the business day on which such
funds are received for deposit.
(2) Availability of other items

In the case of any funds deposited in such ac-
count by a check (other than a check de-
scribed in subparagraph (C) or (D) of para-
graph (1)), the availability for withdrawal of
such funds shall not be subject to the provi-
sions of section 4002(b), 4002(c), or paragraphs 1

(1) of section 4002(e) of this title.
(3) Limitation relating to certain checks in ex-

cess of $5,000
In the case of funds deposited in such ac-

count during such period by checks described
in subparagraph (C) or (D) of paragraph (1) the
aggregate amount of which exceeds $5,000—

(A) paragraph (1) shall apply only with re-
spect to the first $5,000 of such aggregate
amount; and

(B) not more than 8 business days shall in-
tervene between the business day on which
any such funds are deposited and the busi-
ness day on which such excess amount shall
be available for withdrawal.

(b) Large or redeposited checks; repeated over-
drafts

The Board may, by regulation, establish rea-
sonable exceptions to any time limitation estab-
lished under subsection (a)(2), (b), (c), or (e) of
section 4002 of this title for—

(1) the amount of deposits by one or more
checks that exceeds the amount of $5,000 in
any one day;

(2) checks that have been returned unpaid
and redeposited; and

(3) deposit accounts which have been over-
drawn repeatedly.

(c) Reasonable cause exception
(1) In general

In accordance with regulations which the
Board shall prescribe, subsections (a)(2), (b),
(c), and (e) of section 4002 of this title shall not
apply with respect to any check deposited in
an account at a depository institution if the
receiving depository institution has reason-
able cause to believe that the check is un-
collectible from the originating depository in-
stitution. For purposes of the preceding sen-
tence, reasonable cause to believe requires the
existence of facts which would cause a well-
grounded belief in the mind of a reasonable
person. Such reasons shall be included in the
notice required under subsection (f) of this
section.
(2) Basis for determination

No determination under this subsection may
be based on any class of checks or persons.

(3) Overdraft fees
If the receiving depository institution deter-

mines that a check deposited in an account is
a check described in paragraph (1), the receiv-
ing depository institution shall not assess any
fee for any subsequent overdraft with respect
to such account, if—

(A) the depositor was not provided with
the written notice required under subsection
(f) of this section (with respect to such de-
termination) at the time the deposit was
made;

(B) the overdraft would not have occurred
but for the fact that the funds so deposited
are not available; and

(C) the amount of the check is collected
from the originating depository institution.

(4) Compliance
Each agency referred to in section 4009(a) of

this title shall monitor compliance with the
requirements of this subsection in each regu-
lar examination of a depository institution
and shall describe in each report to the Con-
gress the extent to which this subsection is
being complied with. For the purpose of this
paragraph, each depository institution shall
retain a record of each notice provided under
subsection (f) of this section as a result of the
application of this subsection.

(d) Emergency conditions
Subject to such regulations as the Board may

prescribe, subsections (a)(2), (b), (c), and (e) of
section 4002 of this title shall not apply to funds
deposited by check in any receiving depository
institution in the case of—

(1) any interruption of communication fa-
cilities;

(2) suspension of payments by another depos-
itory institution;

(3) any war; or
(4) any emergency condition beyond the con-

trol of the receiving depository institution,

if the receiving depository institution exercises
such diligence as the circumstances require.
(e) Prevention of fraud losses

(1) In general
The Board may, by regulation or order, sus-

pend the applicability of this chapter, or any
portion thereof, to any classification of checks
if the Board determines that—

(A) depository institutions are experienc-
ing an unacceptable level of losses due to
check-related fraud, and

(B) suspension of this chapter, or such por-
tion of this chapter, with regard to the clas-
sification of checks involved in such fraud is
necessary to diminish the volume of such
fraud.

(2) Sunset provision
No regulation prescribed or order issued

under paragraph (1) shall remain in effect for
more than 45 days (excluding Saturdays, Sun-
days, legal holidays, or any day either House
of Congress is not in session).
(3) Report to Congress

(A) Notice of each suspension
Within 10 days of prescribing any regula-

tion or issuing any order under paragraph
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(1), the Board shall transmit a report of such
action to the Committee on Banking, Fi-
nance and Urban Affairs of the House of Rep-
resentatives and the Committee on Banking,
Housing, and Urban Affairs of the Senate.

(B) Contents of report
Each report under subparagraph (A) shall

contain—
(i) the specific reason for prescribing the

regulation or issuing the order;
(ii) evidence considered by the Board in

making the determination under para-
graph (1) with respect to such regulation
or order; and

(iii) specific examples of the check-relat-
ed fraud giving rise to such regulation or
order.

(f) Notice of exception; availability within rea-
sonable time

(1) In general
If any exception contained in this section

(other than subsection (a) of this section) ap-
plies with respect to funds deposited in an ac-
count at a depository institution—

(A) the depository institution shall pro-
vide notice in the manner provided in para-
graph (2) of—

(i) the time period within which the
funds shall be made available for with-
drawal; and

(ii) the reason the exception was in-
voked; and

(B) except where other time periods are
specifically provided in this chapter, the
availability of the funds deposited shall be
governed by the policy of the receiving de-
pository institution, but shall not exceed a
reasonable period of time as determined by
the Board.

(2) Time for notice
The notice required under paragraph (1)(A)

with respect to a deposit to which an excep-
tion contained in this section applies shall be
made by the time provided in the following
subparagraphs:

(A) In the case of a deposit made in person
by the depositor at the receiving depository
institution, the depository institution shall
immediately provide such notice in writing
to the depositor.

(B) In the case of any other deposit (other
than a deposit described in subparagraph
(C)), the receiving depository institution
shall mail the notice to the depositor not
later than the close of the next business day
following the business day on which the de-
posit is received.

(C) In the case of a deposit to which sub-
section (d) or (e) of this section applies, no-
tice shall be provided by the depository in-
stitution in accordance with regulations of
the Board.

(D) In the case of a deposit to which sub-
section (b)(1) or (b)(2) of this section applies,
the depository institution may, for noncon-
sumer accounts and other classes of ac-
counts, as defined by the Board, that gener-
ally have a large number of such deposits,

provide notice at or before the time it first
determines that the subsection applies.

(E) In the case of a deposit to which sub-
section (b)(3) of this section applies, the de-
pository institution may, subject to regula-
tions of the Board, provide notice at the be-
ginning of each time period it determines
that the subsection applies. In addition to
the requirements contained in paragraph
(1)(A), the notice shall specify the time pe-
riod for which the exception will apply.

(3) Subsequent determinations
If the facts upon which the determination of

the applicability of an exception contained in
subsection (b) or (c) of this section to any de-
posit only become known to the receiving de-
pository institution after the time notice is
required under paragraph (2) with respect to
such deposit, the depository institution shall
mail such notice to the depositor as soon as
practicable, but not later than the first busi-
ness day following the day such facts become
known to the depository institution.

(Pub. L. 100–86, title VI, § 604, Aug. 10, 1987, 101
Stat. 642; Pub. L. 102–242, title II, §§ 225, 227(b)(2),
Dec. 19, 1991, 105 Stat. 2307, 2308.)

AMENDMENTS

1991—Subsec. (a)(2). Pub. L. 102–242, § 227(b)(2), struck
out ‘‘and (2)’’ after ‘‘paragraphs (1)’’.

Subsec. (b). Pub. L. 102–242, § 225(1), inserted ‘‘(a)(2),’’
after ‘‘subsection’’.

Subsec. (c)(1). Pub. L. 102–242, § 225(2), substituted
‘‘(a)(2)’’ for ‘‘(a)(2)(F)’’.

Subsec. (d). Pub. L. 102–242, § 225(3), inserted ‘‘(a)(2),’’
after ‘‘subsections’’.

Subsec. (f)(1)(A)(i). Pub. L. 102–242, § 225(4), sub-
stituted ‘‘time period within which’’ for ‘‘day’’.

Subsec. (f)(2)(D), (E). Pub. L. 102–242, § 225(5), added
subpars. (D) and (E).

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

EFFECTIVE DATE

Section effective Sept. 1, 1988, see section 613(b) of
Pub. L. 100–86, set out as a note under section 4001 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4002 of this title.

§ 4004. Disclosure of funds availability policies

(a) Notice for new accounts
Before an account is opened at a depository in-

stitution, the depository institution shall pro-
vide written notice to the potential customer of
the specific policy of such depository institution
with respect to when a customer may withdraw
funds deposited into the customer’s account.
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(b) Preprinted deposit slips
All preprinted deposit slips that a depository

institution furnishes to its customers shall con-
tain a summary notice, as prescribed by the
Board in regulations, that deposited items may
not be available for immediate withdrawal.
(c) Mailing of notice

(1) First mailing after enactment
In the first regularly scheduled mailing to

customers occurring after September 1, 1988,
but not more than 60 days after September 1,
1988, each depository institution shall send a
written notice containing the specific policy
of such depository institution with respect to
when a customer may withdraw funds depos-
ited into such customer’s account, unless the
depository institution has provided a disclo-
sure which meets the requirements of this sec-
tion before September 1, 1988.
(2) Subsequent changes

A depository institution shall send a written
notice to customers at least 30 days before im-
plementing any change to the depository in-
stitution’s policy with respect to when cus-
tomers may withdraw funds deposited into
consumer accounts, except that any change
which expedites the availability of such funds
shall be disclosed not later than 30 days after
implementation.
(3) Upon request

Upon the request of any person, a depository
institution shall provide or send such person a
written notice containing the specific policy
of such depository institution with respect to
when a customer may withdraw funds depos-
ited into a customer’s account.

(d) Posting of notice
(1) Specific notice at manned teller stations

Each depository institution shall post, in a
conspicuous place in each location where de-
posits are accepted by individuals employed by
such depository institution, a specific notice
which describes the time periods applicable to
the availability of funds deposited in a con-
sumer account.
(2) General notice at automated teller ma-

chines
In the case of any automated teller machine

at which any funds are received for deposit in
an account at any depository institution, the
Board shall prescribe, by regulations, that the
owner or operator of such automated teller
machine shall post or provide a general notice
that funds deposited in such machine may not
be immediately available for withdrawal.

(e) Notice of interest payment policy
If a depository institution described in section

4005(b) of this title begins the accrual of interest
or dividends at a later date than the date de-
scribed in section 4005(a) of this title with re-
spect to all funds, including cash, deposited in
an interest-bearing account at such depository
institution, any notice required to be provided
under subsections (a) and (c) of this section shall
contain a written description of the time at
which such depository institution begins to ac-
crue interest or dividends on such funds.

(f) Model disclosure forms
(1) Prepared by Board

The Board shall publish model disclosure
forms and clauses for common transactions to
facilitate compliance with the disclosure re-
quirements of this section and to aid cus-
tomers by utilizing readily understandable
language.
(2) Use of forms to achieve compliance

A depository institution shall be deemed to
be in compliance with the requirements of this
section if such institution—

(A) uses any appropriate model form or
clause as published by the Board, or

(B) uses any such model form or clause and
changes such form or clause by—

(i) deleting any information which is not
required by this chapter; or

(ii) rearranging the format.
(3) Voluntary use

Nothing in this chapter requires the use of
any such model form or clause prescribed by
the Board under this subsection.
(4) Notice and comment

Model disclosure forms and clauses shall be
adopted by the Board only after notice duly
given in the Federal Register and an oppor-
tunity for public comment in accordance with
section 553 of title 5.

(Pub. L. 100–86, title VI, § 605, Aug. 10, 1987, 101
Stat. 644.)

REFERENCES IN TEXT

After enactment, referred to in the heading of subsec.
(c)(1), probably means after the effective date of this
section, which is Sept. 1, 1988.

EFFECTIVE DATE

Section effective Sept. 1, 1988, see section 613(b) of
Pub. L. 100–86, set out as a note under section 4001 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4005, 4009 of this
title.

§ 4005. Payment of interest

(a) In general
Except as provided in subsection (b) or (c) of

this section and notwithstanding any other pro-
vision of law, interest shall accrue on funds de-
posited in an interest-bearing account at a de-
pository institution beginning not later than
the business day on which the depository insti-
tution receives provisional credit for such funds.
(b) Special rule for credit unions

Subsection (a) of this section shall not apply
to an account at a depository institution de-
scribed in section 461(b)(1)(A)(iv) of this title if
the depository institution—

(1) begins the accrual of interest or divi-
dends at a later date than the date described
in subsection (a) of this section with respect
to all funds, including cash, deposited in such
account; and

(2) provides notice of the interest payment
policy in the manner required under section
4004(e) of this title.
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(c) Exception for checks returned unpaid
No provision of this chapter shall be construed

as requiring the payment of interest or divi-
dends on funds deposited by a check which is re-
turned unpaid.

(Pub. L. 100–86, title VI, § 606, Aug. 10, 1987, 101
Stat. 646.)

EFFECTIVE DATE

Section effective Sept. 1, 1988, see section 613(b) of
Pub. L. 100–86, set out as a note under section 4001 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4004, 4306 of this
title.

§ 4006. Miscellaneous provisions

(a) After-hours deposits
For purposes of this chapter, any deposit

which is made on a Saturday, Sunday, legal hol-
iday, or after the close of business on any busi-
ness day shall be deemed to have been made on
the next business day.
(b) Availability at start of business day

Except as provided in subsections (b)(3) and
(c)(1)(B) of section 4002 of this title, if any provi-
sion of this chapter requires that funds be avail-
able for withdrawal on any business day, such
funds shall be available for withdrawal at the
start of such business day.
(c) Effect on policies of depository institutions

No provision of this chapter shall be construed
as—

(1) prohibiting a depository institution from
making funds available for withdrawal in a
shorter period of time than the period of time
required by this chapter; or

(2) affecting a depository institution’s
right—

(A) to accept or reject a check for deposit;
(B) to revoke any provisional settlement

made by the depository institution with re-
spect to a check accepted by such institu-
tion for deposit;

(C) to charge back the depositor’s account
for the amount of such check; or

(D) to claim a refund of such provisional
credit.

(d) Prohibition on freezing certain funds in an
account

In any case in which a check is deposited in an
account at a depository institution and the
funds represented by such check are not yet
available for withdrawal pursuant to this chap-
ter, the depository institution may not freeze
any other funds in such account (which are
otherwise available for withdrawal pursuant to
this chapter) solely because the funds so depos-
ited are not yet available for withdrawal.
(e) Employee training on and compliance with

requirements of this chapter
Each depository institution shall—

(1) take such actions as may be necessary
fully to inform each employee (who performs
duties subject to the requirements of this
chapter) of the requirements of this chapter;
and

(2) establish and maintain procedures rea-
sonably designed to assure and monitor em-
ployee compliance with such requirements.

(Pub. L. 100–86, title VI, § 607, Aug. 10, 1987, 101
Stat. 646.)

§ 4007. Effect on State law

(a) In general
Any law or regulation of any State in effect on

September 1, 1989, which requires that funds de-
posited or received for deposit in an account at
a depository institution chartered by such State
be made available for withdrawal in a shorter
period of time than the period of time provided
in this chapter or in regulations prescribed by
the Board under this chapter (as in effect on
September 1, 1989) shall—

(1) supersede the provisions of this chapter
and any regulations by the Board to the ex-
tent such provisions relate to the time by
which funds deposited or received for deposit
in an account shall be available for with-
drawal; and

(2) apply to all federally insured depository
institutions located within such State.

(b) Override of certain State laws
Except as provided in subsection (a) of this

section, this chapter and regulations prescribed
under this chapter shall supersede any provision
of the law of any State, including the Uniform
Commercial Code as in effect in such State,
which is inconsistent with this chapter or such
regulations.

(Pub. L. 100–86, title VI, § 608, Aug. 10, 1987, 101
Stat. 647.)

§ 4008. Regulations and reports by Board

(a) In general
After notice and opportunity to submit com-

ment in accordance with section 553(c) of title 5,
the Board shall prescribe regulations—

(1) to carry out the provisions of this chap-
ter;

(2) to prevent the circumvention or evasion
of such provisions; and

(3) to facilitate compliance with such provi-
sions.

(b) Regulations relating to improvement of check
processing system

In order to improve the check processing sys-
tem, the Board shall consider (among other pro-
posals) requiring, by regulation, that—

(1) depository institutions be charged based
upon notification that a check or similar in-
strument will be presented for payment;

(2) the Federal Reserve banks and depository
institutions provide for check truncation;

(3) depository institutions be provided incen-
tives to return items promptly to the deposi-
tory institution of first deposit;

(4) the Federal Reserve banks and depository
institutions take such actions as are necessary
to automate the process of returning unpaid
checks,

(5) each depository institution and Federal
Reserve bank—

(A) place its endorsement, and other nota-
tions specified in regulations of the Board,
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on checks in the positions specified in such
regulations; and

(B) take such actions as are necessary to—
(i) automate the process of reading en-

dorsements; and
(ii) eliminate unnecessary endorsements;

(6) within one business day after an originat-
ing depository institution is presented a check
(for more than such minimum amount as the
Board may prescribe)—

(A) such originating depository institution
determines whether it will pay such check;
and

(B) if such originating depository institu-
tion determines that it will not pay such
check, such originating depository institu-
tion directly notify the receiving depository
institution of such determination;

(7) regardless of where a check is cleared ini-
tially, all returned checks be eligible to be re-
turned through the Federal Reserve System;

(8) Federal Reserve banks and depository in-
stitutions participate in the development and
implementation of an electronic clearinghouse
process to the extent the Board determines,
pursuant to the study under subsection (f) of
this section, that such a process is feasible;
and

(9) originating depository institutions be
permitted to return unpaid checks directly to,
and obtain reimbursement for such checks di-
rectly from, the receiving depository institu-
tion.

(c) Regulatory responsibility of Board for pay-
ment system

(1) Responsibility for payment system
In order to carry out the provisions of this

chapter, the Board of Governors of the Federal
Reserve System shall have the responsibility
to regulate—

(A) any aspect of the payment system, in-
cluding the receipt, payment, collection, or
clearing of checks; and

(B) any related function of the payment
system with respect to checks.

(2) Regulations
The Board shall prescribe such regulations

as it may determine to be appropriate to carry
out its responsibility under paragraph (1).

(d) Reports
(1) Implementation progress reports

(A) Required reports
The Board shall transmit a report to both

Houses of the Congress not later than 18, 30,
and 48 months after August 10, 1987.
(B) Contents of report

Each such report shall describe—
(i) the actions taken and progress made

by the Board to implement the schedules
established in section 4002 of this title, and

(ii) the impact of this chapter on con-
sumers and depository institutions.

(2) Evaluation of temporary schedule report
(A) Report required

The Board shall transmit a report to both
Houses of the Congress not later than 2

years after August 10, 1987, regarding the ef-
fects the temporary schedule established
under section 4002(c) of this title have had on
depository institutions and the public.

(B) Contents of report
Such report shall also assess the potential

impact the implementation of the schedule
established in section 4002(b) of this title
will have on depository institutions and the
public, including an estimate of the risks to
and losses of depository institutions and the
benefits to consumers. Such report shall also
contain such recommendations for legisla-
tive or administrative action as the Board
may determine to be necessary.

(3) Comptroller General evaluation report
Not later than 6 months after September 1,

1988, the Comptroller General of the United
States shall transmit a report to the Congress
evaluating the implementation and adminis-
tration of this chapter.

(e) Consultation
In prescribing regulations under subsections

(a) and (b) of this section, the Board shall con-
sult with the Comptroller of the Currency, the
Board of Directors of the Federal Deposit Insur-
ance Corporation, the Federal Home Loan Bank
Board, and the National Credit Union Adminis-
tration Board.

(f) Electronic clearinghouse study
(1) Study required

The Board shall study the feasibility of mod-
ernizing and accelerating the check payment
system through the development of an elec-
tronic clearinghouse process utilizing existing
telecommunications technology to avoid the
necessity of actual presentment of the paper
instrument to a payor institution before such
institution is charged for the item.

(2) Consultation; factors to be studied
In connection with the study required under

paragraph (1), the Board shall—
(A) consult with appropriate experts in

telecommunications technology; and
(B) consider all practical and legal impedi-

ments to the development of an electronic
clearinghouse process.

(3) Report required
The Board shall report its conclusions to the

Congress within 9 months of August 10, 1987.

(Pub. L. 100–86, title VI, § 609, Aug. 10, 1987, 101
Stat. 647.)

CODIFICATION

In subsec. (d)(3), ‘‘September 1, 1988’’ substituted for
‘‘section 603(b) takes effect’’ on authority of section
613(b) of Pub. L. 100–86, set out as an Effective Date
note under section 4001 of this title.

TRANSFER OF FUNCTIONS

Federal Home Loan Bank Board abolished and func-
tions transferred, see sections 401 to 406 of Pub. L.
101–73, set out as a note under section 1437 of this title.

EXCEPTIONS IN AREAS WHERE MAJOR DISASTER EXISTS

Pub. L. 105–18, title V, § 50002, June 12, 1997, 111 Stat.
211, provided that:
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‘‘(a) TRUTH IN LENDING ACT.—During the 240-day pe-
riod beginning on the date of enactment of this Act
[June 12, 1997], the Board of Governors of the Federal
Reserve System may make exceptions to the Truth in
Lending Act [15 U.S.C. 1601 et seq.] for transactions
within an area in which the President, pursuant to sec-
tion 401 of the Robert T. Stafford Disaster Relief and
Emergency Assistance Act [42 U.S.C. 5170], has deter-
mined, on or after February 28, 1997, that a major disas-
ter exists, or within an area determined to be eligible
for disaster relief under other Federal law by reason of
damage related to the 1997 flooding of the Red River of
the North, the Minnesota River, and the tributaries of
such rivers, if the Board determines that the exception
can reasonably be expected to alleviate hardships to
the public resulting from such disaster that outweigh
possible adverse effects.

‘‘(b) EXPEDITED FUNDS AVAILABILITY ACT.—During the
240-day period beginning on the date of enactment of
this Act [June 12, 1997], the Board of Governors of the
Federal Reserve System may make exceptions to the
Expedited Funds Availability Act [12 U.S.C. 4001 et
seq.] for depository institution offices located within
any area referred to in subsection (a) of this section if
the Board determines that the exception can reason-
ably be expected to alleviate hardships to the public re-
sulting from such disaster that outweigh possible ad-
verse effects.

‘‘(c) TIME LIMIT ON EXCEPTIONS.—Any exception made
under this section shall expire not later than Septem-
ber 1, 1998.

‘‘(d) PUBLICATION REQUIRED.—The Board of Governors
of the Federal Reserve System shall publish in the Fed-
eral Register a statement that—

‘‘(1) describes any exception made under this sec-
tion; and

‘‘(2) explains how the exception can reasonably be
expected to produce benefits to the public that out-
weigh possible adverse effects.’’
Similar provisions were contained in the following

prior acts:
Pub. L. 103–76, § 2, Aug. 12, 1993, 107 Stat. 752.
Pub. L. 102–485, § 3, Oct. 23, 1992, 106 Stat. 2772.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4009 of this title.

§ 4009. Administrative enforcement

(a) Administrative enforcement
Compliance with the requirements imposed

under this chapter, including regulations pre-
scribed by and orders issued by the Board of
Governors of the Federal Reserve System under
this chapter, shall be enforced under—

(1) section 8 of the Federal Deposit Insur-
ance Act [12 U.S.C. 1818] in the case of—

(A) national banks, and Federal branches
and Federal agencies of foreign banks, by
the Office of the Comptroller of the Cur-
rency;

(B) member banks of the Federal Reserve
System (other than national banks), and of-
fices, branches, and agencies of foreign
banks located in the United States (other
than Federal branches, Federal agencies,
and insured State branches of foreign
banks), by the Board of Governors of the
Federal Reserve System; and

(C) banks insured by the Federal Deposit
Insurance Corporation (other than members
of the Federal Reserve System) and insured
State branches of foreign banks, by the
Board of Directors of the Federal Deposit In-
surance Corporation;

(2) section 8 of the Federal Deposit Insur-
ance Act [12 U.S.C. 1818], by the Director of

the Office of Thrift Supervision in the case of
savings associations the deposits of which are
insured by the Federal Deposit Insurance Cor-
poration; and

(3) the Federal Credit Union Act [12 U.S.C.
1751 et seq.], by the National Credit Union Ad-
ministration Board with respect to any Fed-
eral credit union or insured credit union.

The terms used in paragraph (1) that are not de-
fined in this chapter or otherwise defined in sec-
tion 3(s) of the Federal Deposit Insurance Act
(12 U.S.C. 1813(s)) shall have the meaning given
to them in section 1(b) of the International
Banking Act of 1978 (12 U.S.C. 3101).
(b) Additional powers

(1) Violation of this chapter treated as viola-
tion of other Acts

For purposes of the exercise by any agency
referred to in subsection (a) of this section of
its powers under any Act referred to in that
subsection, a violation of any requirement im-
posed under this chapter shall be deemed to be
a violation of a requirement imposed under
that Act.
(2) Enforcement authority under other Acts

In addition to its powers under any provision
of law specifically referred to in subsection (a)
of this section, each of the agencies referred to
in such subsection may exercise, for purposes
of enforcing compliance with any requirement
imposed under this chapter, any other author-
ity conferred on it by law.

(c) Enforcement by Board
(1) In general

Except to the extent that enforcement of the
requirements imposed under this chapter is
specifically committed to some other Govern-
ment agency under subsection (a) of this sec-
tion, the Board of Governors of the Federal
Reserve System shall enforce such require-
ments.
(2) Additional remedy

If the Board determines that—
(A) any depository institution which is not

a depository institution described in sub-
section (a) of this section, or

(B) any other person subject to the author-
ity of the Board under this chapter, includ-
ing any person subject to the authority of
the Board under section 4004(d)(2) or 4008(c)
of this title,

has failed to comply with any requirement im-
posed by this chapter or by the Board under
this chapter, the Board may issue an order
prohibiting any depository institution, any
Federal Reserve bank, or any other person
subject to the authority of the Board from en-
gaging in any activity or transaction which
directly or indirectly involves such non-
complying depository institution or person
(including any activity or transaction involv-
ing the receipt, payment, collection, and
clearing of checks and any related function of
the payment system with respect to checks).

(d) Procedural rules
The authority of the Board to prescribe regu-

lations under this chapter does not impair the



Page 1492TITLE 12—BANKS AND BANKING§ 4010

authority of any other agency designated in this
section to make rules regarding its own proce-
dures in enforcing compliance with require-
ments imposed under this chapter.

(Pub. L. 100–86, title VI, § 610, Aug. 10, 1987, 101
Stat. 649; Pub. L. 101–73, title VII, § 744(d), Aug.
9, 1989, 103 Stat. 438; Pub. L. 102–242, title II,
§ 212(h), Dec. 19, 1991, 105 Stat. 2303.)

REFERENCES IN TEXT

The Federal Credit Union Act, referred to in subsec.
(a)(3), is act June 26, 1934, ch. 750, 48 Stat. 1216, as
amended, which is classified generally to chapter 14
(§ 1751 et seq.) of this title. For complete classification
of this Act to the Code, see section 1751 of this title and
Tables.

AMENDMENTS

1991—Subsec. (a). Pub. L. 102–242, § 212(h)(2), inserted
at end ‘‘The terms used in paragraph (1) that are not
defined in this chapter or otherwise defined in section
3(s) of the Federal Deposit Insurance Act (12 U.S.C.
1813(s)) shall have the meaning given to them in section
1(b) of the International Banking Act of 1978 (12 U.S.C.
3101).’’

Subsec. (a)(1). Pub. L. 102–242, § 212(h)(1), added par. (1)
and struck out former par. (1) which read as follows:
‘‘section 8 of the Federal Deposit Insurance Act in the
case of—

‘‘(A) national banks, by the Comptroller of the Cur-
rency;

‘‘(B) member banks of the Federal Reserve System
(other than national banks), by the Board of Gov-
ernors of the Federal Reserve System; and

‘‘(C) banks insured by the Federal Deposit Insur-
ance Corporation (other than members of the Federal
Reserve System), by the Board of Directors of the
Federal Deposit Insurance Corporation;’’.
1989—Subsec. (a)(2). Pub. L. 101–73 amended par. (2)

generally. Prior to amendment, par. (2) read as follows:
‘‘section 5(d) of the Home Owners’ Loan Act of 1933, sec-
tion 407 of the National Housing Act, and section 17 of
the Federal Home Loan Bank Act, by the Federal Home
Loan Bank Board (acting directly or through the Fed-
eral Savings and Loan Insurance Corporation), in the
case of any institution subject to any of those provi-
sions; and’’.

EFFECTIVE DATE

Section effective Sept. 1, 1988, see section 613(b) of
Pub. L. 100–86, set out as a note under section 4001 of
this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4003 of this title.

§ 4010. Civil liability

(a) Civil liability
Except as otherwise provided in this section,

any depository institution which fails to comply
with any requirement imposed under this chap-
ter or any regulation prescribed under this chap-
ter with respect to any person other than an-
other depository institution is liable to such
person in an amount equal to the sum of—

(1) any actual damage sustained by such per-
son as a result of the failure;

(2)(A) in the case of an individual action,
such additional amount as the court may
allow, except that the liability under this sub-
paragraph shall not be less than $100 nor
greater than $1,000; or

(B) in the case of a class action, such
amount as the court may allow, except that—

(i) as to each member of the class, no mini-
mum recovery shall be applicable; and

(ii) the total recovery under this subpara-
graph in any class action or series of class
actions arising out of the same failure to
comply by the same depository institution
shall not be more than the lesser of $500,000
or 1 percent of the net worth of the deposi-
tory institution involved; and

(3) in the case of any successful action to en-
force the foregoing liability, the costs of the
action, together with a reasonable attorney’s
fee as determined by the court.

(b) Class action awards
In determining the amount of any award in

any class action, the court shall consider,
among other relevant factors—

(1) the amount of any actual damages award-
ed;

(2) the frequency and persistence of failures
of compliance;

(3) the resources of the depository institu-
tion;

(4) the number of persons adversely affected;
and

(5) the extent to which the failure of compli-
ance was intentional.

(c) Bona fide errors
(1) General rule

A depository institution may not be held lia-
ble in any action brought under this section
for a violation of this chapter if the depository
institution demonstrates by a preponderance
of the evidence that the violation was not in-
tentional and resulted from a bona fide error,
notwithstanding the maintenance of proce-
dures reasonably adapted to avoid any such
error.

(2) Examples
Examples of a bona fide error include cleri-

cal, calculation, computer malfunction and
programming, and printing errors, except that
an error of legal judgment with respect to a
depository institution’s obligation under this
chapter is not a bona fide error.

(d) Jurisdiction
Any action under this section may be brought

in any United States district court, or in any
other court of competent jurisdiction, within
one year after the date of the occurrence of the
violation involved.

(e) Reliance on Board rulings
No provision of this section imposing any li-

ability shall apply to any act done or omitted in
good faith in conformity with any rule, regula-
tion, or interpretation thereof by the Board of
Governors of the Federal Reserve System, not-
withstanding the fact that after such act or
omission has occurred, such rule, regulation, or
interpretation is amended, rescinded, or deter-
mined by judicial or other authority to be in-
valid for any reason.

(f) Authority to establish rules regarding losses
and liability among depository institutions

The Board is authorized to impose on or allo-
cate among depository institutions the risks of
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loss and liability in connection with any aspect
of the payment system, including the receipt,
payment, collection, or clearing of checks, and
any related function of the payment system
with respect to checks. Liability under this sub-
section shall not exceed the amount of the
check giving rise to the loss or liability, and,
where there is bad faith, other damages, if any,
suffered as a proximate consequence of any act
or omission giving rise to the loss or liability.

(Pub. L. 100–86, title VI, § 611, Aug. 10, 1987, 101
Stat. 650.)

EFFECTIVE DATE

Section effective Sept. 1, 1988, see section 613(b) of
Pub. L. 100–86, set out as a note under section 4001 of
this title.

CHAPTER 42�LOW-INCOME HOUSING PRES-
ERVATION AND RESIDENT HOMEOWNER-
SHIP

SUBCHAPTER I—PREPAYMENT OF MORTGAGES
INSURED UNDER NATIONAL HOUSING ACT

Sec.
4101. General prepayment limitation.

(a) Prepayment and termination.
(b) Foreclosure.
(c) Effect of unauthorized prepayment.

4102. Notice of intent.
(a) Filing with Secretary.
(b) Filing with State or local govern-

ment, tenants, and mortgagee.
(c) Ineligibility for filing.

4103. Appraisal and preservation value of eligible
low-income housing.

(a) Appraisal.
(b) Preservation value.
(c) Guidelines.

4104. Annual authorized return and preservation
rents.

(a) Annual authorized return.
(b) Preservation rents.

4105. Federal cost limits and limitations on plans
of action.

(a) Determination of relationship to Fed-
eral cost limits.

(b) Limitations on action pursuant to
Federal cost limits.

4106. Information from Secretary.
(a) Information to owners terminating

affordability restrictions.
(b) Information to owners extending low-

income affordability restrictions.
(c) Availability to tenants.
(d) Second notice of intent.

4107. Plan of action.
(a) Submission to Secretary.
(b) Contents.
(c) Revisions.

4108. Prepayment and voluntary termination.
(a) Approval.
(b) Standards and procedure for written

findings.
(c) Disapproval.

4109. Incentives to extend low-income use.
(a) Agreements by Secretary.
(b) Permissible incentives.

4110. Incentives for transfer to qualified pur-
chasers.

(a) In general.
(b) Right of first offer to priority pur-

chasers.
(c) Right of refusal for other qualified

purchasers.
(d) Assistance.

4111. Mandatory sale for housing exceeding Federal
cost limits.

Sec.
(a) In general.
(b) Right of first refusal to priority pur-

chasers.
(c) Right of refusal for other qualified

purchasers.
(d) Assistance.

4112. Criteria for approval of plan of action involv-
ing incentives.

(a) In general.
(b) Implementation.
(c) Determination of remaining useful

life.
(d) Housing standards.

4113. Assistance for displaced tenants.
(a) Section 1437f assistance.
(b) Relocation assistance.
(c) Continued occupancy.
(d) Required acceptance of section 1437f

assistance.
(e) Regional pools.
(f) Enhanced voucher assistance for cer-

tain tenants.
4114. Permissible prepayment or voluntary termi-

nation and modification of commitments.
(a) In general.
(b) Section 1437f rental assistance.

4115. Timetable for approval of plan of action.
(a) Notification of deficiencies.
(b) Notification of approval.
(c) Delayed approval.

4116. Resident homeownership program.
(a) Formation of resident council.
(b) Other program requirements and lim-

itations.
4117. Delegated responsibility to State agencies.

(a) In general.
(b) Approval.
(c) Implementation agreements.

4118. Consultations with other interested parties.
4119. Definitions.
4120. Notice to tenants.
4121. Definitions of qualified and priority pur-

chaser and related party rule.
(a) Priority purchaser.
(b) Qualified purchaser.
(c) Related parties.
(d) Management exception.

4122. Preemption of State and local laws.
(a) In general.
(b) Effect.

4123. Severability.
4124. Authorization of appropriations.

(a) In general.
(b) Grants.

4125. State preservation project assistance.
(1) In general.
(2) Section 1437f.
(3) Restriction.

SUBCHAPTER II—TECHNICAL ASSISTANCE AND
CAPACITY BUILDING

4141. Authority.
4142. Purposes.
4143. Grants for building resident capacity and

funding predevelopment costs.
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CODIFICATION

Subtitles A and B of the Low-Income Housing Preser-
vation and Resident Homeownership Act of 1990, Pub.
L. 100–242, title II, as revised generally by Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat. 4249,
comprise subchapter I of this chapter. Prior to the gen-
eral revision by Pub. L. 101–625 subtitles A and B
(§§ 201–235) of the Emergency Low Income Housing Pres-
ervation Act of 1987, Pub. L. 100–242, title II, Feb. 5,
1988, 101 Stat. 1877, as amended by Pub. L. 100–628, title
X, §§ 1021–1027, Nov. 7, 1988, 102 Stat. 3270, 3271; Pub. L.
101–235, title II, §§ 201, 202(a)–(c), 203(b), Dec. 15, 1989, 103
Stat. 2037, 2038; Pub. L. 101–402, § 1, Oct. 1, 1990, 104 Stat.
866; Pub. L. 101–494, §§ 1(c), 2(a), Oct. 31, 1990, 104 Stat.
1185, were set out as a note under section 1715l of this
title and amended section 1715z–6 of this title.

Subtitle C of the Low-Income Housing Preservation
and Resident Homeownership Act of 1990, Pub. L.
100–242, title II, as added by Pub. L. 102–550, title III,
§ 312, Oct. 28, 1992, 106 Stat. 3765, comprises subchapter
II of this chapter. Another subtitle C of title II of Pub.
L. 100–242 amended sections 1472, 1485, and 1487 of Title
42, The Public Health and Welfare.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 1715z–1, 1715z–1b
of this title; title 42 sections 1437n, 8107, 12742, 12877.

SUBCHAPTER I—PREPAYMENT OF MORT-
GAGES INSURED UNDER NATIONAL
HOUSING ACT

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 4125, 4143,
4146 of this title.

§ 4101. General prepayment limitation

(a) Prepayment and termination
An owner of eligible low-income housing may

prepay, and a mortgagee may accept prepay-
ment of, a mortgage on such housing only in ac-
cordance with a plan of action approved by the
Secretary under this subchapter or in accord-
ance with section 4114 of this title. An insurance
contract with respect to eligible low-income
housing may be terminated pursuant to section
1715t of this title only in accordance with a plan
of action approved by the Secretary under this
subchapter or in accordance with section 4114 of
this title.

(b) Foreclosure
A mortgagee may foreclose the mortgage on,

or acquire by deed in lieu of foreclosure, any eli-
gible low-income housing project only if the
mortgagee also conveys title to the project to
the Secretary in connection with a claim for in-
surance benefits.

(c) Effect of unauthorized prepayment
Any prepayment of a mortgage on eligible

low-income housing or termination of the mort-
gage insurance on such housing not in compli-
ance with the provisions of this subchapter shall
be null and void and any low-income afford-
ability restrictions on the housing shall con-
tinue to apply to the housing.

(Pub. L. 100–242, title II, § 211, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4249.)

EFFECTIVE DATE

Section 605 of Pub. L. 101–625 provided that: ‘‘This
subtitle [subtitle A (§§ 601–605) of title VI of Pub. L.
101–625, enacting this chapter, amending sections
1715z–6 and 1715z–15 of this title and section 1437f of
Title 42, The Public Health and Welfare, and enacting
provisions set out below] shall take effect on the date
of the enactment of this Act [Nov. 28, 1990].’’

SHORT TITLE

Section 201 of title II of Pub. L. 100–242, as added by
Pub. L. 101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4249, provided that: ‘‘This title [enacting this chapter,
amending section 1715z–15 of this title and sections
1437f, 1472, 1485, and 1487 of Title 42, The Public Health
and Welfare, and enacting provisions set out below]
may be cited as the ‘Low-Income Housing Preservation
and Resident Homeownership Act of 1990’.’’

APPLICABILITY

Section 235 of Pub. L. 100–242, as added by Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat. 4274,
provided that: ‘‘Subject to section 605 of the Cranston-
Gonzalez National Affordable Housing Act [Pub. L.
101–625, set out above], the requirements of this subtitle
[subtitle B (§§ 211–235) of title II of Pub. L. 100–242, en-
acting this subchapter] shall apply to any project that
is eligible low-income housing on or after November 1,
1987.’’

REGULATIONS

Pub. L. 102–550, title III, § 332, Oct. 28, 1992, 106 Stat.
3773, provided that: ‘‘Except as otherwise provided in
this title [enacting sections 4141 to 4147 of this title,
amending sections 1715z–1, 1715z–6, 4103, 4105 to 4112,
4116, 4119, 4121, 4122, 4124, and 4125 of this title, enacting
provisions set out as notes under this section and sec-
tions 1715z–6, 4109, and 4117 of this title, and amending
provisions set out as a note under this section], the
Secretary of Housing and Urban Development shall
issue interim regulations implementing this title and
the amendments made by this title not later than the
expiration of the 90-day period beginning on the date of
the enactment of this Act [Oct. 28, 1992], which shall
take effect upon issuance. The Secretary shall issue
final regulations implementing this title and the
amendments made by this title after notice and oppor-
tunity for public comment regarding the interim regu-
lations, pursuant to the provisions of section 553 of
title 5, United States Code (notwithstanding sub-
sections (a)(2), (b)(B), and (d)(3) of such section). The
duration of the period for public comment shall not be
less than 60 days, and the final regulations shall be is-
sued not later than the expiration of the 60-day period
beginning upon the conclusion of the comment period
and shall take effect upon issuance.’’

LOW-INCOME HOUSING PRESERVATION

Pub. L. 104–204, title II, Sept. 26, 1996, 110 Stat. 2883,
provided in part: ‘‘That of the total amount provided
under this head, $350,000,000 shall be available for use in
conjunction with properties that are eligible for assist-
ance under the Low-Income Housing Preservation and
Resident Homeownership Act of 1990 (LIHPRHA) [see
Short Title note above] or the Emergency Low Income
Housing Preservation Act of 1987 (ELIHPA) [see Codi-
fication note set out preceding this section], of which
$75,000,000 shall be available for obligation until March
1, 1997 for projects (1) that are subject to a repayment
or settlement agreement that was executed between
the owner and the Secretary prior to September 1, 1995;
(2) whose submissions were delayed as a result of their
location in areas that were designated as a Federal dis-
aster area in a Presidential Disaster Declaration; or (3)
whose processing was, in fact or in practical effect, sus-
pended, deferred, or interrupted for a period of twelve
months or more because of differing interpretations, by
the Secretary and an owner or by the Secretary and a
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State or local rent regulatory agency, concerning the
timing of filing eligibility or the effect of a presump-
tively applicable State or local rent control law or reg-
ulation on the determination of preservation value
under section 213 of LIHPRHA, as amended [12 U.S.C.
4103], if the owner of such project filed notice of intent
to extend the low-income affordability restrictions of
the housing, or transfer to a qualified purchaser who
would extend such restrictions, on or before November
1, 1993; and of which, up to $100,000,000 may be used for
rental assistance to prevent displacement of families
residing in projects whose owners prepay their mort-
gages; and the balance of which shall be available from
the effective date of this Act [Sept. 26, 1996] for sales to
preferred priority purchasers: Provided further, That
with the exception of projects described in clauses (1),
(2), or (3) of the preceding proviso, the Secretary shall,
notwithstanding any other provision of law, suspend
further processing of preservation applications which
have not heretofore received approval of a plan of ac-
tion: Provided further, That $150,000,000 of amounts re-
captured from interest reduction payment contracts for
section 236 [12 U.S.C. 1715z–1] projects whose owners
prepay their mortgages during fiscal year 1997 shall be
rescinded: Provided further, That an owner of eligible
low-income housing may prepay the mortgage or re-
quest voluntary termination of a mortgage insurance
contract, so long as said owner agrees not to raise rents
for sixty days after such prepayment: Provided further,
That such developments have been determined to have
preservation equity at least equal to the lesser of $5,000
per unit or $500,000 per project or the equivalent of
eight times the most recently published monthly fair
market rent for the area in which the project is located
as the appropriate unit size for all of the units in the
eligible project: Provided further, That the Secretary
may modify the regulatory agreement to permit own-
ers and priority purchasers to retain rental income in
excess of the basic rental charge in projects assisted
under section 236 of the National Housing Act, for the
purpose of preserving the low- and moderate-income
character of the housing: Provided further, That eligible
low-income housing shall include properties meeting
the requirements of this paragraph with mortgages
that are held by a State agency as a result of a sale by
the Secretary without insurance, which immediately
before the sale would have been eligible low-income
housing under LIHPRHA: Provided further, That not-
withstanding any other provision of law, subject to the
availability of appropriated funds, each low-income
family, and moderate-income family who is elderly or
disabled or is residing in a low-vacancy area, residing
in the housing on the date of prepayment or voluntary
termination, and whose rent, as a result of a rent in-
crease occurring no later than one year after the date
of the prepayment, exceeds 30 percent of adjusted in-
come, shall be offered tenant-based assistance in ac-
cordance with section 8 [42 U.S.C. 1437f] or any succes-
sor program, under which the family shall pay no less
for rent than it paid on such date: Provided further,
That any family receiving tenant-based assistance
under the preceding proviso may elect (1) to remain in
the unit of the housing and if the rent exceeds the fair
market rent or payment standard, as applicable, the
rent shall be deemed to be the applicable standard, so
long as the administering public housing agency finds
that the rent is reasonable in comparison with rents
charged for comparable unassisted housing units in the
market or (2) to move from the housing and the rent
will be subject to the fair market rent of the payment
standard, as applicable, under existing program rules
and procedures: Provided further, That the tenant-based
assistance made available under the preceding two pro-
visos are in lieu of benefits provided in subsections [sic]
223(b), (c), and (d) of the Low-Income Housing Preserva-
tion and Resident Homeownership Act of 1990 [12 U.S.C.
4113(b), (c), (d)]: Provided further, That any sales shall be
funded using the capital grant available under section
220(d)(3)(A) of LIHPRHA [12 U.S.C. 4110(d)(3)(A)]: Pro-
vided further, That any extensions shall be funded using

a non-interest-bearing capital (direct) loan by the Sec-
retary not in excess of the amount of the cost of reha-
bilitation approved in the plan of action plus 65 percent
of the property’s preservation equity and under such
other terms and conditions as the Secretary may pre-
scribe: Provided further, That any capital grant shall be
limited to seven times, and any capital loan limited to
six times, the annual fair market rent for the project,
as determined using the fair market rent for fiscal year
1997 for the area in which the project is located, using
the appropriate apartment sizes and mix in the eligible
project, except where, upon the request of a priority
purchaser, the Secretary determines that a greater
amount is necessary and appropriate to preserve low-
income housing: Provided further, That section 241(f) of
the National Housing Act [12 U.S.C. 1715z–6(f)] is re-
pealed and insurance under such section shall not be of-
fered as an incentive under LIHPRHA and ELIHPA:
Provided further, That up to $10,000,000 of the amount of
$350,000,000 made available by a preceding proviso in
this paragraph may be used at the discretion of the
Secretary to reimburse owners of eligible properties for
which plans of action were submitted prior to the effec-
tive date of this Act [Sept. 26, 1996], but were not exe-
cuted for lack of available funds, with such reimburse-
ment available only for documented costs directly ap-
plicable to the preparation of the plan of action as de-
termined by the Secretary, and shall be made available
on terms and conditions to be established by the Sec-
retary: Provided further, That, notwithstanding any
other provision of law, a priority purchaser may utilize
assistance under the HOME Investment Partnerships
Act [42 U.S.C. 12721 et seq.] or the Low Income Housing
Tax Credit [see 26 U.S.C. 42]: Provided further, That
projects with approved plans of action which exceed the
limitations on eligibility for funding imposed by this
Act may submit revised plans of action which conform
to these limitations by March 1, 1997, and retain the
priority for funding otherwise applicable from the
original date of approval of their plan of action, subject
to securing any additional necessary funding commit-
ments by August 1, 1997.’’

Pub. L. 104–134, title I, § 101(e) [title II], Apr. 26, 1996,
110 Stat. 1321–257, 1321–267; renumbered title I, Pub. L.
104–140, § 1(a), May 2, 1996, 110 Stat. 1327, provided in
part that: ‘‘Of the total amount provided under this
head, $624,000,000, plus amounts recaptured from inter-
est reduction payment contracts for section 236 [12
U.S.C. 1715z–1] projects whose owners prepay their
mortgages during fiscal year 1996 (which amounts shall
be transferred and merged with this account), shall be
for use in conjunction with properties that are eligible
for assistance under the Low Income Housing Preserva-
tion and Resident Homeownership Act of 1990
(LIHPRHA) [see Short Title note above] or the Emer-
gency Low-Income Housing Preservation Act of 1987
(ELIHPA) [see Codification note set out preceding this
section]: Provided, That prior to August 15, 1996, fund-
ing to carry out plans of action shall be limited to sales
of projects to non-profit organizations, tenant-spon-
sored organizations, and other priority purchasers: Pro-
vided further, That of the amount made available by
this paragraph, up to $10,000,000 shall be available for
preservation technical assistance grants pursuant to
section 253 of the Housing and Community Develop-
ment Act of 1987 [12 U.S.C. 4143], as amended: Provided
further, That with respect to amounts made available
by this paragraph, after August 15, 1996, if the Sec-
retary determines that the demand for funding may ex-
ceed amounts available for such funding, the Secretary
(1) may determine priorities for distributing available
funds, including giving priority funding to tenants dis-
placed due to mortgage prepayment and to projects
that have not yet been funded but which have approved
plans of action; and (2) may impose a temporary mora-
torium on applications by potential recipients of such
funding: Provided further, That an owner of eligible low-
income housing may prepay the mortgage or request
voluntary termination of a mortgage insurance con-
tract, so long as said owner agrees not to raise rents for
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sixty days after such prepayment: Provided further,
That an owner of eligible low-income housing who has
not timely filed a second notice under section 216(d) [12
U.S.C. 4106(d)] prior to the effective date of this Act
[Apr. 26, 1996] may file such notice by April 15, 1996: Pro-
vided further, That such developments have been deter-
mined to have preservation equity at least equal to the
lesser of $5,000 per unit or $500,000 per project or the
equivalent of eight times the most recently published
fair market rent for the area in which the project is lo-
cated as the appropriate unit size for all of the units in
the eligible project: Provided further, That the Sec-
retary may modify the regulatory agreement to permit
owners and priority purchasers to retain rental income
in excess of the basic rental charge in projects assisted
under section 236 of the National Housing Act [12 U.S.C.
1715z–1], for the purpose of preserving the low and mod-
erate income character of the housing: Provided further,
That the Secretary may give priority to funding and
processing the following projects provided that the
funding is obligated not later than September 15, 1996:
(1) projects with approved plans of action to retain the
housing that file a modified plan of action no later
than August 15, 1996 to transfer the housing; (2)
projects with approved plans of action that are subject
to a repayment or settlement agreement that was exe-
cuted between the owner and the Secretary prior to
September 1, 1995; (3) projects for which submissions
were delayed as a result of their location in areas that
were designated as a Federal disaster area in a Presi-
dential Disaster Declaration; and (4) projects whose
processing was, in fact, or in practical effect, sus-
pended, deferred, or interrupted for a period of nine
months or more because of differing interpretations, by
the Secretary and an owner concerning the time of the
ability of an uninsured section 236 [12 U.S.C. 1715z–1]
property to prepay or by the Secretary and a State or
local rent regulatory agency, concerning the effect of a
presumptively applicable State or local rent control
law or regulation on the determination of preservation
value under section 213 of LIHPRHA, as amended [12
U.S.C. 4103], if the owner of such project filed notice of
intent to extend the low-income affordability restric-
tions of the housing, or transfer to a qualified pur-
chaser who would extend such restrictions, on or before
November 1, 1993: Provided further, That eligible low-in-
come housing shall include properties meeting the re-
quirements of this paragraph with mortgages that are
held by a State agency as a result of a sale by the Sec-
retary without insurance, which immediately before
the sale would have been eligible low-income housing
under LIHPRHA: Provided further, That notwithstand-
ing any other provision of law, subject to the availabil-
ity of appropriated funds, each unassisted low-income
family residing in the housing on the date of prepay-
ment or voluntary termination, and whose rent, as a
result of a rent increase occurring no later than one
year after the date of the prepayment, exceeds 30 per-
cent of adjusted income, shall be offered tenant-based
assistance in accordance with section 8 [42 U.S.C. 1437f]
or any successor program, under which the family shall
pay no less for rent than it paid on such date: Provided
further, That any family receiving tenant-based assist-
ance under the preceding proviso may elect (1) to re-
main in the unit of the housing and if the rent exceeds
the fair market rent or payment standard, as applica-
ble, the rent shall be deemed to be the applicable stand-
ard, so long as the administering public housing agency
finds that the rent is reasonable in comparison with
rents charged for comparable unassisted housing units
in the market or (2) to move from the housing and the
rent will be subject to the fair market rent of the pay-
ment standard, as applicable, under existing program
rules and procedures: Provided further, That rents and
rent increases for tenants of projects for which plans of
action are funded under section 220(d)(3)(B) of
LIHPRHA [12 U.S.C. 4110(d)(3)(B)] shall be governed in
accordance with the requirements of the program under
which the first mortgage is insured or made (sections
236 or 221(d)(3) BMIR [12 U.S.C. 1715z–1, 4111(d)(3)], as ap-

propriate): Provided further, That the immediately fore-
going proviso shall apply hereafter to projects for
which plans of action are to be funded under such sec-
tion 220(d)(3)(B) [12 U.S.C. 4110(d)(3)(B)], and shall apply
to any project that has been funded under such section
starting one year after the date that such project was
funded: Provided further, That up to $10,000,000 of the
amount made available by this paragraph may be used
at the discretion of the Secretary to reimburse owners
of eligible properties for which plans of action were
submitted prior to the effective date of this Act [Apr.
26, 1996], but were not executed for lack of available
funds, with such reimbursement available only for doc-
umented costs directly applicable to the preparation of
the plan of action as determined by the Secretary, and
shall be made available on terms and conditions to be
established by the Secretary: Provided further, That,
notwithstanding any other provision of law, effective
October 1, 1996, the Secretary shall suspend further
processing of preservation applications which do not
have approved plans of action.’’

For similar provisions see Pub. L. 104–120, § 2(b), Mar.
28, 1996, 110 Stat. 834.

CONDITIONS OF ASSISTANCE

Pub. L. 102–550, title III, § 314, Oct. 28, 1992, 106 Stat.
3770, provided that:

‘‘(a) ELIHPA OF 1987.—The Secretary may not require,
as a condition of eligibility for or receipt of technical
assistance made available under the Departments of
Veterans Affairs and Housing and Urban Development,
and Independent Agencies Appropriations Act, 1992
(Public Law 102–139 [105 Stat. 736, see Tables for classi-
fication]) (including any phase of a grant), that an ap-
plicant participate in a training program sponsored or
conducted by the Department of Housing and Urban
Development for acquisition of eligible low income
housing under the provisions of the Emergency Low In-
come Housing Preservation Act of 1987 [see Codifica-
tion note above], and may not provide any preference
or priority for such assistance for any applicant based
on participation in such a program.

‘‘(b) LIHPRHA OF 1990.—The Secretary may require, as
a condition of eligibility for or receipt of technical as-
sistance made available under the Departments of Vet-
erans Affairs and Housing and Urban Development, and
Independent Agencies Appropriations Act, 1992 (Public
Law 102–139) (including any phase of a grant), that an
applicant participate in a training program sponsored
or conducted by the Department of Housing and Urban
Development for acquisition of eligible low-income
housing under this title [enacting sections 4141 to 4147
of this title, amending sections 1715z–1, 1715z–6, 4103,
4105 to 4112, 4116, 4119, 4121, 4122, 4124, and 4125 of this
title, enacting provisions set out as notes under this
section and sections 1715z–6, 4109, and 4117 of this title,
and amending provisions set out as a note under this
section], and may provide preference or priority for
such assistance for applicants based on participation in
such a program, but only if the program is made avail-
able on a nationwide basis not later than March 1,
1993.’’

TRANSITION PROVISIONS

Section 604 of Pub. L. 101–625, as amended by Pub. L.
102–550, title III, § 313, Oct. 28, 1992, 106 Stat. 3769, pro-
vided that:

‘‘(a) HOUSING ELIGIBLE FOR ELECTION.—Any owner of
housing that becomes eligible low-income housing be-
fore January 1, 1991 and who, before such date, filed a
notice of intent under section 222 of the Emergency
Low Income Housing Preservation Act of 1987 [formerly
set out in a note under section 1715l of this title] (as
such section existed before the date of the enactment of
this Act [Nov. 28, 1990]) or under section 212 of such Act
[12 U.S.C. 4102] (as amended by section 601(a)) may elect
to be subject to (1) the provisions of such Act as in ef-
fect before the date of the enactment of this Act, or (2)
the provisions of the Low-Income Housing Preservation
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and Resident Homeownership Act of 1990 [see Short
Title note above], after the date of the enactment of
this Act. The Secretary shall establish procedures for
owners to make the election under the preceding sen-
tence. An owner that elects to be subject to the provi-
sions of the Emergency Low Income Housing Preserva-
tion Act of 1987 shall comply with section 212(b), sec-
tion 217(a)(2), and section 217(c) of the Low-Income
Housing Preservation and Resident Homeownership Act
of 1990 [12 U.S.C. 4102(b) and 4107(a)(2), (c)].

‘‘(b) RIGHT OF CONVERSION TO NEW SYSTEM.—Any
owner who has filed a plan of action on or before Octo-
ber 11, 1990, shall have the right to convert to the sys-
tem of incentives and restrictions under this subtitle
[subtitle A of title VI of Pub. L. 101–625, see Effective
Date note above], with such adjustments as the Sec-
retary determines to be appropriate to compensate for
the value of any incentives the owner received under
the Emergency Low Income Housing Preservation Act
of 1987 [see Codification note preceding this section].
Owners filing plans after such date shall not have any
right under this subsection.

‘‘(c) EFFECTIVENESS OF REPEALED PROVISIONS.—Not-
withstanding the amendment made by section 601(a)
[enacting this chapter], the provisions of the Emer-
gency Low Income Housing Preservation Act of 1987 (as
in effect immediately before the date of the enactment
of this Act [Nov. 28, 1990]) shall apply with respect to
any housing for which the election under subsection
(a)(1) is made. With respect to housing for which such
an election is made—

‘‘(1) in making incentives under section 224 of such
Act [formerly set out in a note under section 1715l of
this title] available to such housing, the Secretary—

‘‘(A) shall, for approvable plans of action, provide
assistance sufficient to enable a nonprofit organiza-
tion that has purchased or will purchase an eligible
low income housing project to meet project over-
sight costs; and

‘‘(B) may not refuse to offer incentives referred to
in such section to any owner who filed a notice of
intent under section 222 of such Act before October
15, 1991, based solely on the date of filing of the plan
of action for the housing; and
‘‘(2) the provisions of section 233(1)(A)(i) of such Act

[formerly set out in a note under section 1715l of this
title] shall not apply, and the term ‘eligible low in-
come housing’ shall, for purposes of such Act, shall
[sic] include housing financed by a loan or mortgage
that is insured or held by the Secretary or a State or
State agency under section 221(d)(3) of the National
Housing Act [12 U.S.C. 1715l(d)(3)] and receiving loan
management assistance under section 8 of the United
States Housing Act of 1937 [42 U.S.C. 1437f] due to a
conversion from section 101 of the Housing and Urban
Development Act of 1965 [12 U.S.C. 1701s].
‘‘(d) REGULATIONS.—Not later than the expiration of

the 90-day period beginning on the date of the enact-
ment of this Act [Nov. 28, 1990], the Secretary of Hous-
ing and Urban Development shall, subject to the provi-
sions of section 553 of title 5, United States Code, pub-
lish proposed rules to implement this subtitle and the
amendments made by this subtitle. Not later than 45
days after the expiration of the period under the pre-
ceding sentence the Secretary shall issue interim or
final rules to implement such provisions.’’

§ 4102. Notice of intent

(a) Filing with Secretary
An owner of eligible low-income housing that

intends to terminate the low-income afford-
ability restrictions through prepayment or vol-
untary termination in accordance with section
4108 of this title, extend the low-income afford-
ability restrictions of the housing in accordance
with section 4109 of this title, or transfer the
housing to a qualified purchaser in accordance
with section 4110 of this title, shall file with the

Secretary a notice indicating such intent in the
form and manner as the Secretary shall pre-
scribe.

(b) Filing with State or local government, ten-
ants, and mortgagee

The owner, upon filing a notice of intent under
this section, shall simultaneously file the notice
of intent with the chief executive officer of the
appropriate State or local government for the
jurisdiction within which the housing is located
and with the mortgagee, and shall inform the
tenants of the housing of the filing.

(c) Ineligibility for filing
An owner shall not be eligible to file a notice

of intent under this section if the mortgage cov-
ering the housing—

(1) falls into default on or after November 28,
1990; or

(2)(A) fell into default before, but is current
as of, November 28, 1990; and

(B) the owner does not agree to recompense
the appropriate Insurance Fund, in the
amount the Secretary determines appropriate,
for any losses sustained by the Fund as a re-
sult of any work-out or other arrangement
agreed to by the Secretary and the owner with
respect to the defaulted mortgage.

The Secretary shall carry out this subsection in
a manner consistent with the provisions of sec-
tion 1701z–11 of this title.

(Pub. L. 100–242, title II, § 212, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4249.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4103, 4106, 4107,
4108, 4113 of this title.

§ 4103. Appraisal and preservation value of eligi-
ble low-income housing

(a) Appraisal
Upon receiving notice of intent regarding an

eligible low-income housing project indicating
an intent to extend the low-income affordability
restrictions under section 4109 of this title or
transfer the housing under section 4110 of this
title, the Secretary shall provide for determina-
tion of the preservation value of the housing, as
follows:

(1) Appraisers
The preservation value shall be determined

by 2 independent appraisers, one of whom shall
be selected by the Secretary and one of whom
shall be selected by the owner. The appraisals
shall be conducted not later than 4 months
after filing the notice of intent under section
4102 of this title, and the owner shall submit
to the Secretary the appraisal made by the
owner’s selected appraiser not later than 90
days after receipt of the notice under para-
graph (2). If the 2 appraisers fail to agree on
the preservation value, and the Secretary and
the owner also fail to agree on the preserva-
tion value, the Secretary and the owner shall
jointly select and jointly compensate a third
appraiser, whose appraisal shall be binding on
the parties.
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(2) Notice
Not later than 30 days after the filing of a

notice of intent to seek incentives under sec-
tion 4109 of this title or transfer the property
under section 4110 of this title, the Secretary
shall provide written notice to the owner fil-
ing the notice of intent of—

(A) the need for the owner to acquire an
appraisal of the property under paragraph
(1);

(B) the rules and guidelines for such ap-
praisals;

(C) the filing deadline for submission of
the appraisal under paragraph (1);

(D) the need for an appraiser retained by
the Secretary to inspect the housing and
project financial records; and

(E) any delegation to the appropriate
State agency by the Secretary of respon-
sibilities regarding the appraisal.

(3) Timeliness
The Secretary may approve a plan of action

to receive incentives under section 4109 or 4110
of this title only based upon an appraisal con-
ducted in accordance with this subsection that
is not more than 30 months old.

(b) Preservation value
For purposes of this subchapter, the preserva-

tion value of eligible low-income housing ap-
praised under this section shall be—

(1) for purposes of extending the low-income
affordability restrictions and receiving incen-
tives under section 4109 of this title, the fair
market value of the property based on the
highest and best use of the property as resi-
dential rental housing; and

(2) for purposes of transferring the property
under section 4110 or 4111 of this title, the fair
market value of the housing based on the
highest and best use of the property.

(c) Guidelines
The Secretary shall provide written guidelines

for appraisals of preservation value, which shall
assume repayment of the existing federally as-
sisted mortgage, termination of the existing
low-income affordability restrictions, simulta-
neous termination of any Federal rental assist-
ance, and costs of compliance with any State or
local laws of general applicability. The guide-
lines may permit reliance upon assessments of
rehabilitation needs and other conversion costs
determined by an appropriate State agency, as
determined by the Secretary. The guidelines
shall instruct the appraiser to use the greater of
actual project operating expenses at the time of
the appraisal (based on the average of the actual
project operating expenses during the preceding
3 years) or projected operating expenses after
conversion in determining preservation value.
The guidelines established by the Secretary
shall not be inconsistent with customary ap-
praisal standards. The guidelines shall also meet
the following requirements:

(1) Residential rental value
In the case of preservation value determined

under subsection (b)(1) of this section, the
guidelines shall assume conversion of the
housing to market-rate rental housing and

shall establish methods for (A) determining re-
habilitation expenditures that would be nec-
essary to bring the housing up to quality
standards required to attract and sustain a
market rate tenancy upon conversion, and (B)
assessing other costs that the owner could rea-
sonably be expected to incur if the owner con-
verted the property to market-rate multifam-
ily rental housing.

(2) Highest and best use value
In the case of preservation value determined

under subsection (b)(2) of this section, the
guidelines shall assume conversion of the
housing to highest and best use for the prop-
erty and shall establish methods for (A) deter-
mining any rehabilitation expenditures that
would be necessary to convert the housing to
such use, and (B) assessing other costs that
the owner could reasonably be expected to
incur if the owner converted the property to
its highest and best use.

(Pub. L. 100–242, title II, § 213, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4250; amended Pub. L. 102–550, title III, § 302, Oct.
28, 1992, 106 Stat. 3763.)

AMENDMENTS

1992—Subsec. (c). Pub. L. 102–550 inserted ‘‘simulta-
neous termination of any Federal rental assistance,’’
before ‘‘and costs’’ in first sentence.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4104, 4105, 4106,
4110, 4111, 4117, 4119 of this title.

§ 4104. Annual authorized return and preserva-
tion rents

(a) Annual authorized return
Pursuant to an appraisal under section 4103 of

this title, the Secretary shall determine the an-
nual authorized return on the appraised housing,
which shall be equal to 8 percent of the preser-
vation equity (as such term is defined in section
4119(8) of this title).

(b) Preservation rents
The Secretary shall also determine the aggre-

gate preservation rents under this subsection for
each project appraised under section 4103 of this
title. The aggregate preservation rents shall be
used solely for the purposes of comparison with
Federal cost limits under section 4105 of this
title. Actual rents received by an owner (or a
qualified purchaser) shall be determined pursu-
ant to section 4109, 4110, or 4111 of this title. The
aggregate preservation rents shall be estab-
lished as follows:

(1) Extension of affordability limits
The aggregate preservation rent for purposes

of receiving incentives pursuant to extension
of the low-income affordability restrictions
under section 4109 of this title shall be the
gross potential income for the project, deter-
mined by the Secretary, that would be re-
quired to support the following costs:

(A) The annual authorized return deter-
mined under subsection (a) of this section.

(B) Debt service on any rehabilitation loan
for the housing.
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(C) Debt service on the federally-assisted
mortgage for the housing.

(D) Project operating expenses.
(E) Adequate reserves.

(2) Sale
The aggregate preservation rent for purposes

of receiving incentives pursuant to sale under
section 4110 or 4111 of this title shall be the
gross income for the project determined by the
Secretary, that would be required to support
the following costs:

(A) Debt service on the loan for acquisi-
tion of the housing.

(B) Debt service on any rehabilitation loan
for the housing.

(C) Debt service on the federally-assisted
mortgage for the housing.

(D) Project operating expenses.
(E) Adequate reserves.

(Pub. L. 100–242, title II, § 214, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4251.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4105, 4106, 4109,
4111, 4119, 4122 of this title.

§ 4105. Federal cost limits and limitations on
plans of action

(a) Determination of relationship to Federal cost
limits

(1) Initial determination
For each eligible low-income housing project

appraised under section 4103(a) of this title,
the Secretary shall determine whether the ag-
gregate preservation rents for the project de-
termined under paragraph (1) or (2) of section
4104(b) of this title exceed the amount deter-
mined by multiplying 120 percent of the fair
market rental (established under section
1437f(c) of title 42) for the market area in
which the housing is located by the number of
dwelling units in the project (according to ap-
propriate unit sizes).
(2) Relevant local markets

If the aggregate preservation rents for a
project exceeds the amount determined under
paragraph (1), the Secretary shall determine
whether such aggregate rents exceed the
amount determined by multiplying 120 percent
of the prevailing rents in the relevant local
market area in which the housing is located
by the number of units in the project (accord-
ing to the appropriate unit sizes). A relevant
local market area shall be an area geographi-
cally smaller than a market area established
by the Secretary under section 1437f(c)(1) of
title 42 that is identifiable as a distinct rental
market area. The Secretary may rely on the
appraisal to determine the relevant local mar-
ket areas and prevailing rents in such local
areas and any other information the Secretary
determines is appropriate.
(3) Effect

For purposes of this subchapter, the aggre-
gate preservation rents shall be considered to
exceed the Federal cost limits under this sub-
section only if the aggregate preservation

rents exceed the amount determined under
paragraph (1) and the amount determined
under paragraph (2).

(b) Limitations on action pursuant to Federal
cost limits

(1) Housing within Federal cost limits
If the aggregate preservation rents for an el-

igible low-income housing project do not ex-
ceed the Federal cost limit, the owner may
not prepay the mortgage on the housing or
terminate the insurance contract with respect
to the housing, except as permitted under sec-
tion 4114 of this title. The owner may—

(A) file a plan of action under section 4107
of this title to receive incentives under sec-
tion 4109 of this title; or

(B) file a second notice of intent under sec-
tion 4106(d) of this title indicating an inten-
tion to transfer the housing under section
4110 of this title and take actions pursuant
to such section.

(2) Housing exceeding Federal cost limits
If the aggregate preservation rents for an el-

igible low-income housing project exceed the
Federal cost limit, the owner may—

(A) file a plan of action under section 4107
of this title to receive incentives under sec-
tion 4109 of this title if the owner agrees to
accept incentives under such sections in an
amount that shall not exceed the Federal
cost limit;

(B) file a second notice of intent under sec-
tion 4106(d) of this title indicating an inten-
tion to transfer the housing under section
4110 of this title and take actions pursuant
to such section if the owner agrees to trans-
fer the housing at a price that shall not ex-
ceed the Federal cost limit; or

(C) file a second notice of intent under sec-
tion 4106(d) of this title indicating an inten-
tion to prepay the mortgage or voluntarily
terminate the insurance, subject to the man-
datory sale provisions under section 4111 of
this title.

(Pub. L. 100–242, title II, § 215, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4252; amended Pub. L. 102–550, title III, § 317(a)(1),
Oct. 28, 1992, 106 Stat. 3772.)

AMENDMENTS

1992—Subsec. (a)(2). Pub. L. 102–550 made technical
amendment to reference to section 1437f(c)(1) of title 42
to reflect correction of corresponding provision of
original act.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4104, 4106, 4109,
4110, 4119 of this title.

§ 4106. Information from Secretary

(a) Information to owners terminating afford-
ability restrictions

The Secretary shall provide each owner who
submits a notice of intent to terminate the low-
income affordability restrictions on the housing
under section 4108 of this title with information
under this section not later than 6 months after
receipt of the notice of intent. The information
shall include a description of the criteria for
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such termination specified under section 4108 of
this title and the documentation required to
satisfy such criteria.
(b) Information to owners extending low-income

affordability restrictions
The Secretary shall provide each owner who

submits notice of intent to extend the low-in-
come affordability restrictions on the housing
under section 4109 of this title or transfer the
housing under section 4110 of this title to a
qualified purchaser with information under this
subsection not later than 9 months after receipt
of the notice of intent. The information shall in-
clude any information necessary for the owner
to prepare a plan of action under section 4107 of
this title, including the following:

(1) Preservation values
A statement of the preservation value of the

housing determined under paragraphs (1) and
(2) of section 4103(b) of this title.
(2) Preservation rent

A statement of the preservation rent for the
housing as calculated under section 4104(b) of
this title.
(3) Federal cost limits

A statement of the applicable Federal cost
limits for the market area (or relevant local
market area, if applicable) in which the hous-
ing is located, which shall explain the limita-
tions under sections 4109 and 4110 of this title
of the amount of assistance that the Secretary
may provide based on such cost limits.
(4) Federal cost limit analysis

A statement of whether the aggregate pres-
ervation rents exceed the Federal cost limits
and a direction to the owner to file a plan of
action under section 4107 of this title or sub-
mit a second notice of intent under subsection
(d) of this section, whichever is applicable.

(c) Availability to tenants
The Secretary shall make any information

provided to the owner under subsections (a) and
(b) of this section available to the tenants of the
housing, together with other information relat-
ing to the rights and opportunities of the ten-
ants.
(d) Second notice of intent

(1) Filing
Each owner of eligible low-income housing

that elects to transfer housing under section
4110 of this title shall submit to the Secretary,
in such form and manner as the Secretary pre-
scribes, notice of intent to sell the housing
under section 4110 of this title. To be eligible
to prepay the mortgage or voluntarily termi-
nate the insurance contract on the mortgage,
an owner of housing for which the preserva-
tion rents exceed the Federal cost limits under
section 4105(b) of this title shall submit to the
Secretary notice of such intent. The provi-
sions of sections 4111 and 4113 of this title shall
apply to any owner submitting a notice under
the preceding sentence.
(2) Timing

A second notice of intent under this sub-
section shall be submitted not later than 30

days after receipt of information from the Sec-
retary under this section. If an owner fails to
submit such notice within such period, the no-
tice of intent submitted by the owner under
section 4102 of this title shall be void and inef-
fective for purposes of this subchapter.
(3) Filing with the State or local government,

tenants, and mortgagee
Upon filing a second notice of intent under

this subsection, the owner shall simulta-
neously file such notice of the intent with the
chief executive officer of the appropriate State
or local government for the jurisdiction with-
in which the housing is located and with the
mortgagee, and shall inform the tenants of the
housing of the filing.

(Pub. L. 100–242, title II, § 216, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4253; amended Pub. L. 102–550, title III, §§ 303,
317(a)(2), Oct. 28, 1992, 106 Stat. 3763, 3772.)

AMENDMENTS

1992—Subsec. (b)(4). Pub. L. 102–550, § 317(a)(2), sub-
stituted ‘‘exceed’’ for ‘‘exceeds’’.

Subsec. (d)(3). Pub. L. 102–550, § 303, added par. (3).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4105, 4107, 4110,
4111 of this title.

§ 4107. Plan of action

(a) Submission to Secretary
(1) Timing

Not later than 6 months after receipt of the
information from the Secretary under section
4106 of this title an owner seeking to termi-
nate the low-income affordability restrictions
through prepayment of the mortgage or vol-
untary termination under section 4108 of this
title, or to extend the low-income afford-
ability restriction on the housing under sec-
tion 4109 of this title, shall submit a plan of
action to the Secretary in such form and man-
ner as the Secretary shall prescribe. Any
owner or purchaser seeking a transfer of the
housing under section 4110 or 4111 of this title
shall submit a plan of action under this sec-
tion to the Secretary upon acceptance of a
bona fide offer under section 4110(b) or (c) of
this title or upon making of any bona fide
offer under section 4111 of this title.
(2) Copies to tenants

Each owner submitting a plan of action
under this section to the Secretary shall also
submit a copy to the tenants of the housing.
The owner shall simultaneously submit the
plan of action to the office of the chief execu-
tive officer of the appropriate State or local
government for the jurisdiction within which
the housing is located. Each owner and the
Secretary shall also, upon request, make
available to the tenants of the housing and to
the office of the chief executive officer of the
appropriate State or local government for the
jurisdiction within which the housing is lo-
cated all documentation supporting the plan
of action, but not including any information
that the Secretary determines is proprietary
information. An appropriate agency of such
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1 See References in Text note below.

State or local government shall review the
plan and advise the tenants of the housing of
any programs that are available to assist the
tenants in carrying out the purposes of this
title.1

(3) Failure to submit
If the owner does not submit a plan of action

to the Secretary within the 6-month period re-
ferred to in paragraph (1) (or the applicable
longer period), the notice of intent shall be in-
effective for purposes of this subchapter and
the owner may not submit another notice of
intent under section 4102 of this title until 6
months after the expiration of such period.

(b) Contents
(1) Termination of affordability restrictions

If the plan of action proposes to terminate
the low-income affordability restrictions
through prepayment or voluntary termination
in accordance with section 4108 of this title,
the plan shall include—

(A) a description of any proposed changes
in the status or terms of the mortgage or
regulatory agreement;

(B) a description of any proposed changes
in the low-income affordability restrictions;

(C) a description of any change in owner-
ship that is related to prepayment or vol-
untary termination;

(D) an assessment of the effect of the pro-
posed changes on existing tenants;

(E) an analysis of the effect of the pro-
posed changes on the supply of housing af-
fordable to low- and very low-income fami-
lies or persons in the community within
which the housing is located and in the area
that the housing could reasonably be ex-
pected to serve; and

(F) any other information that the Sec-
retary determines is necessary to achieve
the purposes of this title.1

(2) Extension of affordability restrictions
If the plan of action proposes to extend the

low-income affordability restrictions of the
housing in accordance with section 4109 of this
title or transfer the housing to a qualified pur-
chaser in accordance with section 4110 of this
title, the plan shall include—

(A) a description of any proposed changes
in the status or terms of the mortgage or
regulatory agreement;

(B) a description of the Federal incentives
requested (including cash flow projections),
and analyses of how the owner will address
any physical or financial deficiencies and
maintain the low-income affordability re-
strictions of the housing;

(C) a description of any assistance from
State or local government agencies, includ-
ing low-income housing tax credits, that
have been offered to the owner or purchaser
or for which the owner or purchaser has ap-
plied or intends to apply;

(D) a description of any transfer of the
property, including the identity of the trans-
feree and a copy of any documents of sale;
and

(E) any other information that the Sec-
retary determines is necessary to achieve
the purposes of this title.1

(c) Revisions
An owner may from time to time revise and

amend the plan of action as may be necessary to
obtain approval of the plan under this sub-
chapter. The owner shall submit any revision to
the Secretary and to the tenants of the housing
and make available to the Secretary and ten-
ants all documentation supporting any revision,
but not including any information that the Sec-
retary determines is proprietary information.

(Pub. L. 100–242, title II, § 217, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4254; amended Pub. L. 102–550, title III, § 304, Oct.
28, 1992, 106 Stat. 3763.)

REFERENCES IN TEXT

This title, referred to in subsecs. (a)(2) and (b)(1)(F),
(2)(E), means title II of Pub. L. 100–242, as amended by
Pub. L. 101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4249, known as the Low-Income Housing Preservation
and Resident Homeownership Act of 1990, which is clas-
sified principally to this chapter. For complete classi-
fication of this Act to the Code, see Short Title note
set out under section 4101 of this title and Tables.

AMENDMENTS

1992—Subsec. (a)(2). Pub. L. 102–550, § 304(a), inserted
after second sentence ‘‘Each owner and the Secretary
shall also, upon request, make available to the tenants
of the housing and to the office of the chief executive
officer of the appropriate State or local government for
the jurisdiction within which the housing is located all
documentation supporting the plan of action, but not
including any information that the Secretary deter-
mines is proprietary information.’’

Subsec. (c). Pub. L. 102–550, § 304(b), inserted before
period at end ‘‘and make available to the Secretary and
tenants all documentation supporting any revision, but
not including any information that the Secretary de-
termines is proprietary information’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4105, 4106, 4110
of this title.

§ 4108. Prepayment and voluntary termination

(a) Approval
The Secretary may approve a plan of action

that provides for termination of the low-income
affordability restrictions through prepayment of
the mortgage or voluntary termination of the
mortgage insurance contract only upon a writ-
ten finding that—

(1) implementation of the plan of action will
not—

(A) materially increase economic hardship
for current tenants, and will not in any
event result in (i) a monthly rental payment
by any current tenant that exceeds 30 per-
cent of the monthly adjusted income of the
tenant or an increase in the monthly rental
payment in any year that exceeds 10 percent
(whichever is lower), or (ii) in the case of a
current tenant who already pays more than
such percentage, an increase in the monthly
rental payment in any year that exceeds the
increase in the Consumer Price Index or 10
percent (whichever is lower); or

(B) involuntarily displace current tenants
(except for good cause) where comparable
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1 So in original. Probably should be ‘‘subsection’’.
2 See References in Text note below.

and affordable housing is not readily avail-
able determined without regard to the avail-
ability of Federal housing assistance that
would address any such hardship or involun-
tary displacement; and

(2) the supply of vacant, comparable housing
is sufficient to ensure that such prepayment
will not materially affect—

(A) the availability of decent, safe, and
sanitary housing affordable to low-income
and very low-income families or persons in
the area that the housing could reasonably
be expected to serve;

(B) the ability of low-income and very low-
income families or persons to find afford-
able, decent, safe, and sanitary housing near
employment opportunities; or

(C) the housing opportunities of minorities
in the community within which the housing
is located.

(b) Standards and procedure for written findings
(1) Standards

A written finding under subsection (a) of
this section shall be based on an analysis of
the evidence considered by the Secretary in
reaching such finding and shall contain docu-
mentation of such evidence.
(2) Procedure and criteria

The Secretary shall, by regulation, develop
(A) a procedure for determining whether the
conditions under paragraphs (1) and (2) of sub-
section (a) of this section exist, (B) require-
ments for evidence on which such determina-
tions are based, and (C) criteria on which such
determinations are based.

(c) Disapproval
If the Secretary determines a plan of action to

prepay a mortgage or terminate an insurance
contract fails to meet the requirements of sub-
section (a) of this section, the Secretary shall
disapprove the plan, the notice of intent filed
under section 4102 of this title by such owner
shall not be effective for purposes of this sub-
chapter, and the owner may, in order to receive
incentives under this subchapter, file a new no-
tice of intent under such section.

(Pub. L. 100–242, title II, § 218, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4256; amended Pub. L. 102–550, title III, § 305, Oct.
28, 1992, 106 Stat. 3763.)

AMENDMENTS

1992—Subsecs. (b), (c). Pub. L. 102–550 added subsec.
(b) and redesignated former subsec. (b) as (c).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4102, 4106, 4107
of this title.

§ 4109. Incentives to extend low-income use

(a) Agreements by Secretary
After approving a plan of action from an

owner of eligible low-income housing that in-
cludes the owner’s plan to extend the low-in-
come affordability restrictions of the housing,
the Secretary shall, subject to the availability
of appropriations for such purpose, enter into
such agreements as are necessary to enable the

owner to receive (for each year after the ap-
proval of the plan of action) the annual author-
ized return for the housing determined under
section 4104(a) of this title, pay debt service on
the federally-assisted mortgage covering the
housing, pay debt service on any loan for reha-
bilitation of the housing, and meet project oper-
ating expenses and establish adequate reserves.
The Secretary shall take into account the Fed-
eral cost limits under section 4105(a) of this title
for the housing when providing incentives under
subsections 1 (b)(2) and (3) of this section. The
Secretary shall take such actions as are nec-
essary to ensure that owners receive the annual
authorized return for the housing determined
under section 4104(a) of this title during the pe-
riod in which rent increases are phased in as
provided in section 4112(a)(2)(E) of this title, in-
cluding (in order of preference) (1) allowing the
owner access to residual receipt accounts (pur-
suant to subsection (b)(1) of this section), (2) de-
ferring remittance of excess rent payments, and
(3) providing an increase in rents permitted
under an existing contract under section 1437f of
title 42 (pursuant to subsection (b)(2) of this sec-
tion).

(b) Permissible incentives
Such agreements may include one or more of

the following incentives:
(1) Increased access to residual receipts ac-

counts.
(2) Subject to the availability of amounts

provided in appropriations Acts—
(A) an increase in the rents permitted

under an existing contract under section
1437f of title 42, or

(B) additional assistance under section
1437f of title 42 or an extension of any
project-based assistance attached to the
housing; and

(3) An increase in the rents on units occu-
pied by current tenants as permitted under
section 4112 of this title.

(4) Financing of capital improvements under
section 201 of the Housing and Community De-
velopment Amendments of 1978.

(5) Financing of capital improvements
through provision of insurance for a second
mortgage under section 1715z–6 of this title.

(6) In the case of housing defined in section
4119(1)(A)(iii) of this title, redirection of the
Interest Reduction Payment subsidies to a
second mortgage.

(7) Access by the owner to a portion of the
preservation equity in the housing through
provision of insurance for a second mortgage
loan insured under section 1715z–6(f) 2 of this
title or a non-insured mortgage loan approved
by the Secretary and the mortgagee.

(8) Other incentives authorized in law.

With respect to any housing with a mortgage in-
sured or otherwise assisted pursuant to section
1715z–1 of this title, the provisions of subsections
(f) and (g) of section 1715z–1 of this title notwith-
standing, the fair market rental charge for each
unit in such housing may be increased in accord-
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ance with this subsection, but the owner shall
pay to the Secretary all rental charges collected
in excess of the basic rental charges, in an
amount not greater than the fair market rental
charges as such charges would have been estab-
lished under section 1715z–1(f) of this title absent
the requirements of this paragraph.

(Pub. L. 100–242, title II, § 219, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4256; amended Pub. L. 102–550, title III, § 306, Oct.
28, 1992, 106 Stat. 3764.)

REFERENCES IN TEXT

Section 201 of the Housing and Community Develop-
ment Amendments of 1978, referred to in subsec. (b)(4),
is section 201 of Pub. L. 95–557, title II, Oct. 31, 1978, 92
Stat. 2084, which enacted section 1715z–1a of this title
and amended section 1715z–1 of this title.

Section 1715z–6(f) of this title, referred to in subsec.
(b)(7), was repealed by Pub. L. 104–204, title II, Sept. 26,
1996, 110 Stat. 2885.

AMENDMENTS

1992—Subsec. (a). Pub. L. 102–550 inserted ‘‘(for each
year after the approval of the plan of action)’’ after
‘‘receive’’ and inserted at end ‘‘The Secretary shall
take such actions as are necessary to ensure that own-
ers receive the annual authorized return for the hous-
ing determined under section 4104(a) of this title during
the period in which rent increases are phased in as pro-
vided in section 4112(a)(2)(E) of this title, including (in
order of preference) (1) allowing the owner access to re-
sidual receipt accounts (pursuant to subsection (b)(1) of
this section), (2) deferring remittance of excess rent
payments, and (3) providing an increase in rents per-
mitted under an existing contract under section 1437f of
title 42 (pursuant to subsection (b)(2) of this section).’’

STUDY OF PROJECTS ASSISTED UNDER FLEXIBLE
SUBSIDY PROGRAM

Section 318 of Pub. L. 102–550 provided that:
‘‘(a) STUDY.—The Secretary shall conduct a study of

housing projects that (1) are assisted under section 236
of the National Housing Act [12 U.S.C. 1715z–1] or the
proviso of section 221(d)(5) of such Act [12 U.S.C.
1715l(d)(5)], and (2) have received or are receiving assist-
ance under section 201 of the Housing and Community
Development Amendments of 1978 [see References in
Text note above], to determine the cost of providing
such projects with incentives under the Low-Income
Housing Preservation and Resident Homeownership Act
of 1990 [see Short Title note set out under section 4101
of this title]. The study shall examine any projects por-
tions of which assisted under such section 236 that are
assisted primarily by State agencies.

‘‘(b) REPORT.—The Secretary shall submit a report to
the Congress regarding any findings and conclusions of
the study under subsection (a) not later than the expi-
ration of the 1-year period beginning on the date of the
enactment of this Act [Oct. 28, 1992].’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4102, 4103, 4104,
4105, 4106, 4107, 4110, 4111, 4112, 4114, 4119 of this title.

§ 4110. Incentives for transfer to qualified pur-
chasers

(a) In general
With respect to any eligible low-income hous-

ing for which an owner has submitted a second
notice of intent under section 4106(d) of this
title to transfer the housing to a qualified pur-
chaser, the owner shall offer the housing for
transfer to qualified purchasers as provided in
this section. The Secretary shall issue regula-

tions describing the means by which potential
qualified purchasers shall be notified of the
availability of the housing for sale. The Sec-
retary shall take into account the Federal cost
limits under section 4105(a) of this title for the
housing when providing incentives under section
4109(b)(2) and (b)(3) of this title (pursuant to sub-
section (d)(3) of this section).
(b) Right of first offer to priority purchasers

(1) Negotiation period
For the 12-month period beginning on the re-

ceipt by the Secretary of a second notice of in-
tent under section 4106(d) of this title with re-
spect to such housing, the owner may offer to
sell and negotiate a sale of the housing only
with priority purchasers. The negotiated sale
price may not exceed the preservation value of
the housing determined under section
4103(b)(2) of this title. The owner or the pur-
chaser shall submit a plan of action under sec-
tion 4107 of this title for any sale under this
subsection, which shall include any request for
assistance under this section, upon the accept-
ance of any bona fide offer meeting the re-
quirements of this paragraph.
(2) Expression of interest

During such period, priority purchasers may
submit written notice to the Secretary stating
their interest in acquiring the housing. Such
notice shall be made in the form and include
such information as the Secretary may pre-
scribe.
(3) Information

Within 30 days of receipt of an expression of
interest by a priority purchaser, the Secretary
shall provide such purchaser with information
on the assistance available from the Federal
Government to facilitate a transfer and the
owner shall provide appropriate information
on the housing, as determined by the Sec-
retary.

(c) Right of refusal for other qualified pur-
chasers

If no bona fide offer to purchase any eligible
low-income housing subject to this section that
meets the requirements of subsection (b) of this
section is made and accepted during the period
under such subsection, during the 3-month pe-
riod beginning upon the expiration of the 12-
month period under subsection (b)(1) of this sec-
tion, the owner of the housing may offer to sell
and may sell the housing only to qualified pur-
chasers. The negotiated sale price may not ex-
ceed the preservation value of the housing deter-
mined under section 4103(b)(2) of this title. The
owner or purchaser shall submit a plan of action
under section 4107 of this title for any sale under
this subsection, which shall include any request
for assistance under this section, upon the ac-
ceptance of any bona fide offer meeting the re-
quirements of this paragraph.1

(d) Assistance
(1) Approval

If the qualified purchaser is a resident coun-
cil, the Secretary may not approve a plan of
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action for assistance under this section unless
the council’s proposed resident homeowner-
ship program meets the requirements under
section 4116 of this title. For all other quali-
fied purchasers, the Secretary may not ap-
prove the plan unless the Secretary finds that
the criteria for approval under section 4112 of
this title have been satisfied.
(2) Amount

Subject to the availability of amounts ap-
proved in appropriations Acts, the Secretary
shall, for approvable plans of action, provide
assistance sufficient to enable qualified pur-
chasers (including all priority purchasers
other than resident councils acquiring under
the homeownership program authorized by
section 4116 of this title) to—

(A) acquire the eligible low-income hous-
ing from the current owner for a purchase
price not greater than the preservation eq-
uity of the housing;

(B) pay the debt service on the federally-
assisted mortgage covering the housing;

(C) pay the debt service on any loan for the
rehabilitation of the housing;

(D) meet project operating expenses and
establish adequate reserves for the housing,
and in the case of a priority purchaser, meet
project oversight costs;

(E) receive a distribution equal to an 8 per-
cent annual return on any actual cash in-
vestment (from sources other than assist-
ance provided under this title 2) made to ac-
quire or rehabilitate the project;

(F) in the case of a priority purchaser, re-
ceive a reimbursement of all reasonable
transaction expenses associated with the ac-
quisition, loan closing, and implementation
of an approved plan of action; and

(G) in the case of an approved resident
homeownership program, cover the costs of
training for the resident council, home-
ownership counseling and training, the fees
for the nonprofit entity or public agency
working with the resident council and costs
related to relocation of tenants who elect to
move.

(3) Incentives
(A) In general

For all qualified purchasers of housing
under this subsection, the Secretary may
provide assistance for an approved plan of
action in the form of 1 or more of the incen-
tives authorized under section 4109(b) of this
title, except that the incentive under such
section 4109(b)(7) of this title may include an
acquisition loan under section 1715z–6(f) 2 of
this title.
(B) Priority purchasers

Where the qualified purchaser is a priority
purchaser, the Secretary may provide assist-
ance for an approved plan of action (in the
form of a grant) for each unit in the housing
in an amount, as determined by the Sec-
retary, that does not exceed the present
value of the total of the projected published
fair market rentals for existing housing (es-

tablished by the Secretary under section
1437f(c) of title 42) for the next 10 years (or
such longer period if additional assistance is
necessary to cover the costs referred to in
paragraph (2)).

(Pub. L. 100–242, title II, § 220, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4257; amended Pub. L. 102–550, title III, § 307, Oct.
28, 1992, 106 Stat. 3764.)

REFERENCES IN TEXT

This title, referred to in subsec. (d)(2)(E), means title
II of Pub. L. 100–242, as amended by Pub. L. 101–625,
title VI, § 601(a), Nov. 28, 1990, 104 Stat. 4249, known as
the Low-Income Housing Preservation and Resident
Homeownership Act of 1990, which is classified prin-
cipally to this chapter. For complete classification of
this Act to the Code, see Short Title note set out under
section 4101 of this title and Tables.

Section 1715z–6(f) of this title, referred to in subsec.
(d)(3)(A), was repealed by Pub. L. 104–204, title II, Sept.
26, 1996, 110 Stat. 2885.

AMENDMENTS

1992—Subsec. (d)(2). Pub. L. 102–550, § 307(a), inserted
‘‘(including all priority purchasers other than resident
councils acquiring under the homeownership program
authorized by section 4116 of this title)’’ after ‘‘pur-
chasers’’.

Subsec. (d)(2)(D). Pub. L. 102–550, § 307(b), inserted be-
fore semicolon at end ‘‘, and in the case of a priority
purchaser, meet project oversight costs’’.

Subsec. (d)(2)(E), (F). Pub. L. 102–550, § 307(c), (d),
amended subpars. (E) and (F) generally. Prior to
amendment, subpars. (E) and (F) read as follows:

‘‘(E) receive an adequate return (as determined by the
Secretary) on any actual cash investment made to ac-
quire the project;

‘‘(F) in the case of a priority purchaser, receive an
adequate reimbursement for transaction expenses re-
lating to acquisition of the housing, subject to approval
by the Secretary; and’’.

Subsec. (d)(3)(A). Pub. L. 102–550, § 307(e), struck out
‘‘any residual receipts for the housing transfered [sic]
to the selling owner shall be deducted from the sale
price of the housing under subsection (b) or (c) of this
section and’’ after ‘‘except that’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4102, 4103, 4104,
4105, 4106, 4107, 4111, 4112, 4114, 4116, 4119, 4142, 4143 of
this title.

§ 4111. Mandatory sale for housing exceeding
Federal cost limits

(a) In general
With respect to any eligible low-income hous-

ing for which the aggregate preservation rents
determined under section 4104(b) of this title ex-
ceed the Federal cost limit, the owner shall offer
the housing for sale to qualified purchasers as
provided in this section.

(b) Right of first refusal to priority purchasers
(1) Duration and required sale

For the 12-month period beginning upon the
receipt by the Secretary of the second notice
of intent under section 4106(d) of this title
with respect to such housing, the owner of the
housing may offer to sell and may sell the
housing only to priority purchasers. If, during
such period, a priority purchaser makes a bona
fide offer to purchase the housing for a sale
price not less than the preservation value of
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the housing determined under section
4103(b)(2) of this title, the Secretary shall re-
quire the owner to sell the housing pursuant
to such offer.
(2) Expression of interest

During the period under paragraph (1), prior-
ity purchasers shall have the opportunity to
submit written notice to the owner and the
Secretary stating their interest in acquiring
the housing. Such written notice shall be in
such form and include such information as the
Secretary may prescribe.
(3) Information from Secretary

Not later than 30 days after receipt of any
notice under paragraph (2), the Secretary shall
provide such purchaser with information on
the assistance available from the Federal Gov-
ernment to facilitate a transfer and the owner
shall provide such purchaser with appropriate
information on the housing, as determined by
the Secretary.

(c) Right of refusal for other qualified pur-
chasers

If no bona fide offer to purchase any eligible
low-income housing subject to this section that
meets the requirements of subsection (b) of this
section is made during the period under such
subsection, during the 3-month period beginning
upon the expiration of the 12-month period
under subsection (b)(1) of this section, the owner
of the housing may offer to sell and may sell the
housing only to qualified purchasers. If, during
such period, a qualified purchaser makes a bona
fide offer to purchase the housing for a sale
price not less than the preservation value of the
housing determined under section 4103(b)(2) of
this title, the Secretary shall require the owner
to sell the housing pursuant to such offer.
(d) Assistance

(1) Federal cost limit
Subject to the availability of amounts ap-

proved in appropriations Acts, the Secretary
shall, for approvable plans of action, provide
to qualified purchasers assistance under sec-
tion 1437f of title 42 sufficient to produce a
gross income potential equal to the amount
determined by multiplying 120 percent of the
prevailing rents in the relevant local market
area in which the housing is located by the
number of units in the project (according to
appropriate unit sizes), and any other incen-
tives authorized under section 4109(b) of this
title that would have been provided to a quali-
fied purchaser under section 4110 of this title.
(2) Additional assistance

From amounts made available under section
4124(b) of this title, the Secretary may make
grants to assist in the completion of sales and
transfers under this section to any qualified
purchasers. Any grant under this paragraph
shall be in an amount not exceeding the dif-
ference between the preservation value for the
housing (determined under section 4103(b)(2) of
this title) and the level of assistance under
paragraph (1) of this subsection.
(3) Securing State and local funding

The Secretary shall assist any qualified pur-
chaser of such housing in securing funding and

other assistance (including tax and assessment
reductions) from State and local governments
to facilitate a sale under this section.

(Pub. L. 100–242, title II, § 221, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4259; amended Pub. L. 102–550, title III, § 317(a)(3),
Oct. 28, 1992, 106 Stat. 3772.)

AMENDMENTS

1992—Subsec. (c). Pub. L. 102–550 substituted ‘‘than’’
for ‘‘that’’ before ‘‘the preservation’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4103, 4104, 4105,
4106, 4107, 4114, 4119, 4124 of this title.

§ 4112. Criteria for approval of plan of action in-
volving incentives

(a) In general
The Secretary may approve a plan of action

for extension of the low-income affordability re-
strictions on any eligible low-income housing or
transfer the housing to a qualified purchaser
(other than a resident council) only upon finding
that—

(1) due diligence has been given to ensuring
that the package of incentives is, for the Fed-
eral Government, the least costly alternative
that is consistent with the full achievement of
the purposes of this title; 1

(2) binding commitments have been made to
ensure that—

(A) the housing will be retained as housing
affordable for very low-income families or
persons, low-income families or persons, and
moderate-income families or persons for the
remaining useful life of such housing (as de-
termined under subsection (c) of this sec-
tion);

(B) throughout such period, adequate ex-
penditures will be made for maintenance and
operation of the housing and that the
project meets housing standards established
by the Secretary under subsection (d) of this
section, as determined by inspections con-
ducted under such subsection by the Sec-
retary;

(C) current tenants will not be involuntar-
ily displaced (except for good cause);

(D) any increase in rent contributions for
current tenants will be to a level that does
not exceed 30 percent of the adjusted income
of the tenant or the published existing fair
market rent for comparable housing estab-
lished under section 1437f(c) of title 42,
whichever is lower, except that the rent con-
tributions of any tenants occupying the
housing at the time of any increase may not
be reduced by reason of this subparagraph
(except with respect to tenants receiving
section 8 [42 U.S.C. 1437f] assistance in ac-
cordance with subparagraph (E)(ii) of this
paragraph);

(E)(i) any resulting increase in rents for
current tenants (except for increases made
necessary by increased operating costs)—

(I) shall be phased in equally over a pe-
riod of not less than 3 years, if such in-
crease is 30 percent or more; and
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(II) shall be limited to not more than 10
percent per year if such increase is more
than 10 percent but less than 30 percent;
and

(ii) assistance under section 1437f of title
42 shall be provided, to the extent available
under appropriation Acts, if necessary to
mitigate any adverse effect on current in-
come-eligible very low- and low-income ten-
ants; and 2

(F)(i) rents for units becoming available to
new tenants shall be at levels approved by
the Secretary that will ensure, to the extent
practicable, that the units will be available
and affordable to the same proportions of
very low-income families or persons, low-in-
come families or persons, and moderate-in-
come families or persons (including families
or persons whose incomes are 95 percent or
more of area median income) as resided in
the housing as of January 1, 1987 (based on
the area median income limits established
by the Secretary in February 1987), or the
date the plan of action is approved, which-
ever date results in the highest proportion of
very low-income families, except that this
limitation shall not prohibit a higher pro-
portion of very low-income families from oc-
cupying the housing; and

(ii) in approving rents under this para-
graph, the Secretary shall take into account
any additional incentives provided under
this subchapter;

(G) future rent adjustments shall be—
(i) made by applying an annual factor (to

be determined by the Secretary) to the
portion of rent attributable to operating
expenses for the housing and, where the
owner is a priority purchaser, to the por-
tion of rent attributable to project over-
sight costs; and

(ii) subject to a procedure, established by
the Secretary, for owners to apply for rent
increases not adequately compensated by
annual adjustment under clause (i), under
which the Secretary may increase rents in
excess of the amount determined under
clause (i) only if the Secretary determines
such increases are necessary to reflect ex-
traordinary necessary expenses of owning
and maintaining the housing; and

(H) any savings from reductions in operat-
ing expenses due to management efficiencies
shall be deposited in project reserves for re-
placement and the owner shall have periodic
access to such reserves, to the extent the
Secretary determines that the level of re-
serves is adequate and that the housing is
maintained in accordance with the stand-
ards established under subsection (d) of this
section; and

(3) no incentives under section 4109 of this
title (other than to purchasers under section
4110 of this title) may be provided until the
Secretary determines the project meets hous-
ing standards under subsection (d) of this sec-
tion, except that incentives under such section
and other incentives designed to correct defi-
ciencies in the project may be provided.

(b) Implementation
Any agreement to maintain the low-income

affordability restrictions for the remaining use-
ful life of the housing may be made through exe-
cution of a new regulatory agreement, modifica-
tions to the existing regulatory agreement or
mortgage, or, in the case of the prepayment of a
mortgage or voluntary termination of mortgage
insurance, a recorded instrument.
(c) Determination of remaining useful life

(1) ��Remaining useful life�� defined
For purposes of this title,3 the term ‘‘re-

maining useful life’’ means, with respect to el-
igible low-income housing, the period during
which the physical characteristics of the hous-
ing remain in a condition suitable for occu-
pancy, assuming normal maintenance and re-
pairs are made and major systems and capital
components are replaced as becomes nec-
essary.
(2) Standards

The Secretary shall, by rule under section
553 of title 5, establish standards for determin-
ing when the useful life of an eligible low-in-
come housing project has expired. The deter-
mination shall be made on the record after op-
portunity for a hearing.
(3) Owner petition

The Secretary shall establish a procedure
under which owners of eligible low-income
housing may petition the Secretary for a de-
termination that the useful life of such hous-
ing has expired. The procedure shall not per-
mit such a petition before the expiration of
the 50-year period beginning upon the approval
of a plan of action under this subchapter with
respect to such housing. In making a deter-
mination pursuant to a petition under this
paragraph, the Secretary shall presume that
the useful life of the housing has not expired,
and the owner shall have the burden of proof
in establishing such expiration. The Secretary
may not determine that the useful life of any
housing has expired if such determination re-
sults primarily from failure to make regular
and reasonable repairs and replacement, as be-
came necessary.
(4) Tenant and community comment and ap-

peal
In making a determination regarding the

useful life of any housing pursuant to a peti-
tion submitted under paragraph (3), the Sec-
retary shall provide for comment by tenants
of the housing and interested persons and or-
ganizations with respect to the petition. The
Secretary shall also provide the tenants and
interested persons and organizations with an
opportunity to appeal a determination under
this subsection.

(d) Housing standards
(1) Establishment and inspection

The Secretary shall, by regulation, establish
standards regarding the physical condition in
which any eligible low income housing project
receiving incentives under this subchapter
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shall be maintained. The Secretary shall in-
spect each such project not less than annually
to ensure that the project is in compliance
with such standards.
(2) Sanctions

(A) In general
The Secretary shall take any action appro-

priate to require the owner of any housing
not in compliance with such standards to
bring such housing into compliance with the
standards, including—

(i) directing the mortgagee, with respect
to an equity take-out loan under section
1715z–6(f) 3 of this title, to withhold the dis-
bursement to the owner of any escrowed
loan proceeds and requiring that such pro-
ceeds be used for repair of the housing; and

(ii) reduce the amount of the annual au-
thorized return, as determined by the Sec-
retary, for the period ending upon a deter-
mination by the Secretary that the project
is in compliance with the standards and re-
quiring that such amounts be used for re-
pair.

(B) Continued compliance
To ensure continued compliance with the

standards for a project subject to any action
under subparagraph (A), the Secretary may
also limit access of the owner to such
amounts and use of such amounts for not
more than the 2-year period beginning upon
the determination that the project is in
compliance with the standards.
(C) Removal of assistance

If, upon inspection, the Secretary deter-
mines that any eligible low income housing
project has failed to comply with the stand-
ards established under this subsection for 2
consecutive years, the Secretary may take 1
or more of the following actions:

(i) Subject to availability of amounts
provided in appropriations Acts, provide
assistance under sections 1437f(b) and
1437f(o) of title 42 (other than project-based
assistance attached to the housing) for any
tenant eligible for such assistance who de-
sires to terminate occupancy in the hous-
ing. For each unit in the housing vacated
pursuant to the provision of assistance
under this clause, the Secretary may, not-
withstanding any other law or contract for
assistance, cancel the provision of project-
based assistance attached to the housing
for 1 dwelling unit, if the housing is receiv-
ing such assistance.

(ii) In the case of housing for which an
equity take-out loan has been made under
section 1715z–6(f) 4 of this title, declare
such loan to be in default and accelerate
the maturity date of the loan.

(iii) Declare any rehabilitation loan in-
sured or provided by the Secretary (with
respect to the housing) to be in default and
accelerate the maturity date of the loan.

(iv) Suspend payments under or termi-
nate any contract for project-based rental
assistance under section 1437f of title 42.

(v) Take any other action authorized by
law or the project regulatory agreement to
ensure that the housing will be brought
into compliance with the standards estab-
lished under this subsection.

(Pub. L. 100–242, title II, § 222, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4260; amended Pub. L. 102–550, title III, §§ 308,
317(a)(4), Oct. 28, 1992, 106 Stat. 3764, 3772; Pub. L.
103–327, title II, Sept. 28, 1994, 108 Stat. 2316.)

REFERENCES IN TEXT

This title, referred to in subsecs. (a)(1) and (c)(1),
means title II of Pub. L. 100–242, as amended by Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat. 4249,
known as the Low-Income Housing Preservation and
Resident Homeownership Act of 1990, which is classified
principally to this chapter. For complete classification
of this Act to the Code, see Short Title note set out
under section 4101 of this title and Tables.

Section 1715z–6(f) of this title, referred to in subsec.
(d)(2)(A)(i), (C)(ii), was repealed by Pub. L. 104–204, title
II, Sept. 26, 1996, 110 Stat. 2885.

CODIFICATION

Amendment by Pub. L. 103–327 is based on section
601(a)–(d) of title VI of S. 2281, One Hundred Third Con-
gress, as reported July 13, 1994, which was enacted into
law by Pub. L. 103–327.

AMENDMENTS

1994—Subsec. (a)(2)(D). Pub. L. 103–327 temporarily
amended subpar. (D) to read as follows: ‘‘monthly rent
contributions by current and future tenants, including
tenants receiving assistance under section 1437f of title
42, shall not exceed the lesser of—

‘‘(i) 30 percent of the adjusted income of the tenant;
or

‘‘(ii) 90 percent of the actual rent paid for a com-
parable unit in comparable unassisted housing in the
market area in which the eligible low-income housing
is located;

except that the rent contributions of tenants (other
than tenants receiving assistance under section 1437f of
title 42) occupying the housing at the time of any in-
crease may not be reduced under this subparagraph.’’
See Effective and Termination Dates of 1994 Amend-
ment note below.

Subsec. (a)(2)(E)(ii). Pub. L. 103–327, which directed
the temporary amendment of par. (1)(E)(ii) by sub-
stituting a period for ‘‘; and’’ and inserting at end ‘‘For
any section 8 assistance provided under this sub-
chapter, whether through the extension of an existing
contract or the provision of a new contract for assist-
ance, the Secretary shall have the discretion to adjust
contract rents within the limits established under sec-
tion 4105 of this title, irrespective of the comparable
rent requirements set forth in section 1437f(c) of title
42. Notwithstanding any provision of law to the con-
trary, any conflict pertaining to the computation of
contract rents arising from differences between this
subchapter and section 1437f of title 42 shall, subject to
the prior approval of the Secretary, be resolved in favor
of this subchapter; and’’, was executed by making the
amendments to par. (2)(E)(ii) to reflect the probable in-
tent of Congress. See Effective and Termination Dates
of 1994 Amendment note below.

Subsec. (a)(2)(E)(iii). Pub. L. 103–327 temporarily
added cl. (iii) which read as follows:

‘‘(iii)(I) to retain the tenant occupancy profile re-
quired by subparagraph (F)(i), tenants that are deter-
mined by the Secretary to be low-income tenants at
initial income certification upon occupancy, or at the
time of implementation of a plan of action (whichever
occurs last), shall pay for rent an amount that is not
less than the lesser of—

‘‘(aa) 30 percent of 45 percent of median income for
the area (as determined by the Secretary and ad-
justed for family size); or
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‘‘(bb) 90 percent of the actual rent paid for a com-
parable unit in comparable unassisted housing in the
market area in which the eligible low-income housing
is located.

Subject to subclause (II), payment of this minimum
rent shall be a condition of continued occupancy and
eligibility for section 8 assistance.

‘‘(II) Notwithstanding the rents required under sub-
clause (I), a tenant who occupies a unit designated for
occupancy by low-income persons and families, and
who becomes a very low-income tenant, shall be pro-
vided with the next available unit designated for occu-
pancy by very low-income persons and families, and,
until such unit becomes available, shall pay for rent
not more than the amount chargeable as rent under
section 1437a(a) of title 42. Such tenant shall not be
evicted for nonpayment of rent if the rent amounts set
forth in this subclause are paid. The costs resulting
from the difference between rents required under sub-
clause (I) and the rents permitted under this subclause
shall be incorporated into the section 8 contract for
units designated for occupancy by low-income persons
or families; and’’. See Effective and Termination Dates
of 1994 Amendment note below.

Subsec. (a)(2)(F). Pub. L. 103–327, which directed the
temporary amendment of par. (1)(F) by substituting
‘‘to the extent practicable, the units becoming avail-
able to new tenants shall be’’ for ‘‘rents for units be-
coming available to new tenants shall be at levels ap-
proved by the Secretary that will ensure, to the extent
practicable, that the units will be’’ in cl. (i), adding cl.
(ii), and redesignating former cl. (ii) as (iii), was exe-
cuted by making the amendments to par. (2)(F) to re-
flect the probable intent of Congress. Cl. (ii) read as fol-
lows: ‘‘in order to maintain the proportions of very
low- and low-income families and persons required by
clause (i), owners shall be required to apply any re-
quired Federal preference rules only with respect to
tenants within each low- or very low-income category,
in accordance with the approved tenant profile; and’’.
See Effective and Termination Dates of 1994 Amend-
ment note below.

1992—Subsec. (a)(2)(A). Pub. L. 102–550, § 317(a)(4)(A),
substituted ‘‘low-income’’ for ‘‘low income’’ after ‘‘fam-
ilies or persons,’’.

Subsec. (a)(2)(G)(i). Pub. L. 102–550, § 308(b), sub-
stituted ‘‘, where the owner is a priority purchaser, to
the portion of rent attributable to project oversight
costs’’ for ‘‘by making changes in the annual author-
ized return under section 4104 of this title’’.

Subsec. (c)(2). Pub. L. 102–550, § 317(a)(4)(B), sub-
stituted ‘‘a hearing’’ for ‘‘an hearing’’.

Subsec. (d)(2)(B). Pub. L. 102–550, § 317(a)(4)(C), in-
serted ‘‘the’’ after ‘‘that’’.

Subsec. (d)(2)(C)(ii). Pub. L. 102–550, § 317(a)(4)(D), sub-
stituted ‘‘in default’’ for ‘‘default’’.

Subsec. (e). Pub. L. 102–550, § 308(a), struck out subsec.
(e) which read as follows: ‘‘(e) WINDFALL PROFITS.—The
Secretary shall submit a report to the Congress not
later than 90 days after November 28, 1990, evaluating
the availability, quality, and reliability of data to
measure the accessibility of decent, affordable housing
in all areas where properties are eligible to submit a
notice of intent to prepay under section 4102 of this
title. To prevent payment of windfall profits, the Sec-
retary may make available incentive payments under
section 4109 or 4110 of this title only to owners in those
rental markets where there is an inadequate supply of
decent, affordable housing, if the Secretary determines
that adequate data can be obtained to permit objective
and fair implementation or where necessary to accom-
plish the other public policy objectives under this chap-
ter. The Secretary shall implement this subsection in a
manner consistent with the process established by this
chapter.’’

EFFECTIVE AND TERMINATION DATES OF 1994
AMENDMENT

Title II of Pub. L. 103–327, Sept. 28, 1994, 108 Stat. 2316,
provided in part that: ‘‘Section 601 [amending this sec-

tion and section 4119 of this title and enacting provi-
sions set out below] of title VI of S. 2281 (103d Cong., 2d
Sess[.]), as reported to the Senate on July 13 (legisla-
tive day, July 11), 1994 (S. Rep. 103–307), is hereby incor-
porated into this Act [Pub. L. 103–327], and such section
601 is deemed enacted into law upon enactment of this
Act [Sept. 28, 1994]: Provided, That the provisions of
such section 601 shall be effective only during fiscal
year 1995.’’

Section 601(f) of title VI of S. 2281, One-Hundred Third
Congress, as reported July 13, 1994, which was enacted
into law by title II of Pub. L. 103–327, Sept. 28, 1994, 108
Stat. 2316, provided in part, that:

‘‘(1) IN GENERAL.—Except as provided in paragraph (2),
this section [amending this section and section 4119 of
this title] shall take effect on the date of enactment of
this Act [Sept. 28, 1994].

‘‘(2) EXCEPTION.—If an owner of eligible low-income
housing has a plan of action that has been approved by
the Secretary and that is being implemented as of the
date of enactment of this Act [Sept. 28, 1994], sub-
sections (a), (b), (c), and (d) [amending this section]
shall not apply to current tenants of such housing until
the first date on which the next annual rent adjust-
ments are made following the date of enactment of this
Act.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4109, 4110, 4114,
4116, 4121, 4125 of this title.

§ 4113. Assistance for displaced tenants

(a) Section 1437f assistance
Each low-income family that is displaced as a

result of the prepayment of the mortgage or vol-
untary termination of an insurance contract on
eligible low income housing shall, subject to the
availability or 1 amounts provided under appro-
priations Acts, receive tenant-based assistance
under section 1437f of title 42. To the extent suf-
ficient amounts are made available under appro-
priations Acts, in each fiscal year the Secretary
shall reserve from amounts made available
under section 4124(a) of this title or, if nec-
essary, under section 1437c(c) of title 42, such
amounts as the Secretary determines are nec-
essary to provide assistance payments for low-
income families displaced during the fiscal year.
(b) Relocation assistance

The Secretary shall coordinate with public
housing agencies to ensure that any very low- or
low-income family displaced from eligible low-
income housing as the result of the prepayment
of the mortgage (or termination of the mortgage
insurance contract) on such housing is able to
acquire a suitable, affordable dwelling unit in
the area of the housing from which the family is
displaced. The Secretary shall require the owner
of such housing to pay 50 percent of the moving
expenses of each family relocated, except that
such percentage shall be increased to the extent
that State or local law of general applicability
requires a higher payment by the owner.
(c) Continued occupancy

(1) In general
Each owner that prepays the mortgage (or

terminates the mortgage insurance contract)
on eligible low-income housing shall, as pro-
vided in paragraph (3), allow the tenants occu-
pying units in such housing on the date of the
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submission of notice of intent under section
4102 of this title to remain in the housing for
a period of 3 years, at rent levels (except for
increases necessary for increased operating
costs) existing at the time of prepayment.

(2) Provision of assistance by owner
In any case in which the Secretary requires

an owner to allow tenants to occupy units
under paragraph (1), an owner may fulfill the
requirements of such paragraph by providing
such assistance necessary for the tenant to
rent a decent, safe, and sanitary unit in an-
other project for the same period and at a
rental cost to the tenant not in excess of the
rental amount the tenant would have been re-
quired to pay in the housing of the owner, ex-
cept that the tenant must freely agree to
waive the right to occupy the unit in the own-
er’s housing.

(3) Applicability to low-vacancy areas and spe-
cial needs tenants

The provisions of this subsection shall apply
only to—

(A) eligible low income housing located in
a low-vacancy area (as such term is defined
by the Secretary); and

(B) tenants in any eligible low-income
housing in any area who have special needs
restricting their ability to relocate (includ-
ing elderly tenants and tenants with disabil-
ities), as determined under regulations es-
tablished by the Secretary.

(d) Required acceptance of section 1437f assist-
ance

An owner who prepays the mortgage (or termi-
nates the mortgage insurance contract) on eligi-
ble low-income housing and maintains the hous-
ing for residential rental occupancy may not
refuse to rent, refuse to negotiate for the rental
of, or otherwise make unavailable or deny the
rent of a dwelling unit in such property to any
person, or discriminate against any person in
the terms, conditions, or privileges of rental of
a dwelling (or in the provision of services or fa-
cilities in connection therewith), because the
person receives assistance under section 1437f of
title 42.

(e) Regional pools
In providing assistance under this section, the

Secretary shall allocate the assistance on a re-
gional basis through the regional offices of the
Department of Housing and Urban Development.
The Secretary shall allocate assistance under
this section in a manner so that the total num-
ber of assisted units in each such region avail-
able for occupancy by, and affordable to, lower
income families and persons does not decrease
because of the prepayment or payment of a
mortgage on eligible low-income housing or the
termination of an insurance contract on such
housing.

(f) Enhanced voucher assistance for certain ten-
ants

(1) Authority
In lieu of benefits under subsections (b), (c),

and (d) of this section, and subject to the
availability of appropriated amounts, each

family described in paragraph (2) shall be of-
fered enhanced voucher assistance under sec-
tion 1437f(t) of title 42.
(2) Eligible families

A family described in this paragraph is a
family that is—

(A)(i) a low-income family; or
(ii) a moderate-income family that is: (I)

an elderly family; (II) a disabled family; or
(III) residing in a low-vacancy area; and

(B) residing in eligible low-income housing
on the date of the prepayment of the mort-
gage or voluntary termination of the insur-
ance contract.

(Pub. L. 100–242, title II, § 223, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4264; amended Pub. L. 105–276, title V, § 550(d),
Oct. 21, 1998, 112 Stat. 2610; Pub. L. 106–74, title
V, § 538(c), Oct. 20, 1999, 113 Stat. 1123.)

AMENDMENTS

1999—Subsec. (f). Pub. L. 106–74 added subsec. (f).
1998—Subsec. (a). Pub. L. 105–276 substituted ‘‘tenant-

based assistance under section 1437f of title 42’’ for ‘‘as-
sistance under the certificate and voucher programs
under sections 1437f(b) and 1437f(o)’’.

EFFECTIVE DATE OF 1998 AMENDMENT

Amendment by title V of Pub. L. 105–276 effective and
applicable beginning upon Oct. 1, 1999, except as other-
wise provided, with provision that Secretary may im-
plement amendment before such date, except to extent
that such amendment provides otherwise, and with sav-
ings provision, see section 503 of Pub. L. 105–276, set out
as a note under section 1437 of Title 42, The Public
Health and Welfare.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1715z–1a, 4106,
4114 of this title; title 42 section 1437f.

§ 4114. Permissible prepayment or voluntary ter-
mination and modification of commitments

(a) In general
Notwithstanding any limitations on prepay-

ment or voluntary termination under this sub-
chapter, an owner may terminate the low-in-
come affordability restrictions through prepay-
ment or voluntary termination, subject to com-
pliance with the provisions of section 4113 of
this title, under one of the following circum-
stances:

(1)(A) The Secretary approves a plan of ac-
tion under section 4109(a) of this title, but does
not provide the assistance approved in such
plan during the 15-month period beginning on
the date of approval.

(B) After the date that the housing would
have been eligible for prepayment pursuant to
the terms of the mortgage (notwithstanding
this subchapter), the Secretary approves a
plan of action under section 4110 or 4111 of this
title, but does not provide the assistance ap-
proved in such plan before the earlier of (i) the
expiration of the 2-month period beginning on
the commencement of the 1st fiscal year be-
ginning after such approval, or (ii) the expira-
tion of the 6-month period beginning on the
date of approval.

(C) The Secretary approves a plan of action
under section 4110 or 4111 of this title for any
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eligible low-income housing not covered by
subparagraph (B), but does not provide the as-
sistance approved in such plan before the ear-
lier of (i) the expiration of the 2-month period
beginning on the commencement of the 1st fis-
cal year beginning after such approval, or (ii)
the expiration of the 9-month period beginning
on the date of approval.

(2) An owner who intended to transfer the
housing to a qualified purchaser under section
4110 or 4111 of this title, and fully complied
with the provisions of such section, did not re-
ceive any bona fide offers from any qualified
purchasers within the applicable time periods.

In the event that the purchaser under the plan
of action is unable to consummate the purchase
for reasons other than the failure of the Sec-
retary to provide incentives, an owner may ter-
minate the low-income affordability restrictions
through prepayment or voluntary termination
subject to the provisions of sections 4110 and
4111 of this title.

(b) Section 1437f rental assistance
When providing rental assistance under sec-

tion 1437f of title 42, the Secretary may enter
into a contract with an owner, contingent upon
the future availability of appropriations for the
purpose of renewing expiring contracts for rent-
al assistance as provided in appropriations Acts,
to extend the term of such rental assistance for
such additional period or periods necessary to
carry out an approved plan of action. The con-
tract and the approved plan of action shall pro-
vide that, if the Secretary is unable to extend
the term of such rental assistance or is unable
to develop a revised package of incentives pro-
viding benefits to the owner comparable to
those received under the original approved plan
of action, the Secretary, upon the request of the
owner, shall take the following actions (subject
to the limitations under the following para-
graphs):

(1) Modification of commitments
Modify the binding commitments made pur-

suant to section 4112(a)(2) of this title that are
dependent on such rental assistance.

(2) Termination of plan of action
Permit the owner to prepay the mortgage

and terminate the plan of action and any im-
plementing use agreements or restrictions,
but only if the owner agrees in writing to com-
ply with provisions of section 4113 of this title.

At least 30 days before making a request under
this subsection, an owner shall notify the Sec-
retary of the owner’s intention to submit the re-
quest. The Secretary shall have a period of 90
days following receipt of such notice to take ac-
tion to extend the rental assistance contract
and to continue the binding commitments under
section 4112(a)(2) of this title.

(Pub. L. 100–242, title II, § 224, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4265.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4101, 4105 of this
title.

§ 4115. Timetable for approval of plan of action

(a) Notification of deficiencies
Not later than 60 days after receipt of a plan

of action, the Secretary shall notify the owner
in writing of any deficiencies that prevent the
plan of action from being approved. If defi-
ciencies are found, such notice shall describe al-
ternative ways in which the plan may be revised
to meet the criteria for approval.
(b) Notification of approval

(1) In general
Not later than 180 days after receipt of a

plan of action, or such longer period as the
owner requests, the Secretary shall notify the
owner in writing whether the plan of action,
including any revisions, is approved. If ap-
proval is withheld, the notice shall describe—

(A) the reasons for withholding approval;
and

(B) the actions that could be taken to
meet the criteria for approval.

(2) Opportunity to revise
The Secretary shall subsequently give the

owner a reasonable opportunity to revise the
plan of action and seek approval.

(c) Delayed approval
If the Secretary does not approve a plan of ac-

tion within the period under subsection (b) of
this section, the Secretary shall provide incen-
tives and assistance under this subchapter in the
amount that the owner would have received if
the Secretary had complied with such time limi-
tations. The preceding sentence shall not apply
if the plan of action was not approved because of
deficiencies. An owner may bring an action in
the appropriate Federal district court to enforce
this subsection.

(Pub. L. 100–242, title II, § 225, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4266.)

§ 4116. Resident homeownership program

(a) Formation of resident council
Tenants seeking to purchase eligible low-in-

come housing in accordance with section 4110 of
this title shall organize a resident council for
the purpose of developing a resident homeowner-
ship program in accordance with standards es-
tablished by the Secretary. The resident council
shall work with a public or private nonprofit or-
ganization or a public body (including an agency
or instrumentality thereof). Such organization
or public body shall have experience to enable it
to help the tenants consider their options and to
develop the capacity necessary to own and man-
age the housing, where appropriate, and shall be
approved by the Secretary.
(b) Other program requirements and limitations

(1) Sales to residents
As a condition of approval of a plan of action

involving homeownership program under this
subchapter, the resident council shall prepare
a workable plan acceptable to the Secretary
for giving all residents an opportunity to be-
come owners, which plan shall identify—

(A) the price at which the resident council
intends to transfer ownership interests in, or
shares representing, units in the housing;
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(B) the factors that will influence the es-
tablishment of such price;

(C) how such price compares to the esti-
mated appraised value of the ownership in-
terests or shares;

(D) the underwriting standard the resident
council plans to use (or reasonably expects a
public or private lender to use) for potential
tenant purchasers;

(E) the financing arrangements the ten-
ants are expected to pursue or be provided;
and

(F) a workable schedule of sale (subject to
the limitations of paragraph (8)) based on es-
timated tenant incomes.

(2) Approval of method of conversion and limi-
tation on conditions of approval

The Secretary shall approve the method for
converting the housing to homeownership,
which may involve acquisition of ownership
interests in, or shares representing, the units
in a project under any arrangement deter-
mined by the Secretary to be appropriate,
such as cooperative ownership (including lim-
ited equity cooperative ownership) and fee
simple ownership (including condominium
ownership). The Secretary may not require
the prepayment of the mortgage on eligible
low-income housing for the approval of a plan
of action involving a homeownership program
for the housing.
(3) Required conditions

The Secretary shall require that the form of
homeownership impose appropriate condi-
tions, including conditions to assure that—

(A) the number of initial owners that are
very low-income, lower income, or mod-
erate-income persons at initial occupancy
meet standards required or approved by the
Secretary;

(B) occupancy charges payable by the own-
ers meet requirements established by the
Secretary;

(C) the aggregate incomes of initial and
subsequent owners and other sources of
funds for the project are sufficient to permit
occupancy charges to cover the full operat-
ing costs of the housing and any debt serv-
ice;

(D) each initial owner occupies the unit it
acquires; and

(E) the low-income affordability restric-
tions shall continue to apply to any rental
units in the housing for any period during
which such units remain rental units.

(4) Use of proceeds from sales to eligible fami-
lies

The entity that transfers ownership inter-
ests in, or shares representing, units to eligi-
ble families, or another entity specified in the
approved application, may use 50 percent of
the proceeds, if any, from the initial sale for
costs of the homeownership program, includ-
ing improvements to the project, operating
and replacement reserves for the project, addi-
tional homeownership opportunities in the
project, and other project-related activities
approved by the Secretary. The remaining 50
percent of such proceeds shall be returned to

the Secretary for use under section 4110 of this
title, subject to availability under appropria-
tions Acts. Such entity shall keep, and make
available to the Secretary, all records nec-
essary to calculate accurately payments due
the Secretary under this paragraph.
(5) Restrictions on resale by homeowners

(A) In general
(i) Transfer permitted

A homeowner under a homeownership
program may transfer the homeowner’s
ownership interest in, or shares represent-
ing, the unit, except that a homeownership
program may establish restrictions on the
resale of units under the program.
(ii) Right to purchase

Where a resident management corpora-
tion, resident council, or cooperative has
jurisdiction over the unit, the corporation,
council, or cooperative shall have the
right to purchase the ownership interest
in, or shares representing, the unit from
the homeowner for the amount specified in
a firm contract between the homeowner
and a prospective buyer.
(iii) Promissory note required

The homeowner shall execute a promis-
sory note equal to the difference, if any,
between the market value and the pur-
chase price, payable to the Secretary, to-
gether with a mortgage securing the obli-
gation of the note.

(B) 6 years or less
In the case of a transfer within 6 years of

the acquisition under the program, the
homeownership program shall provide for
appropriate restrictions to assure that an el-
igible family may not receive any undue
profit. The plan shall provide for limiting
the family’s consideration for its interest in
the property to the total of—

(i) the contribution to equity paid by the
family;

(ii) the value, as determined by such
means as the Secretary shall determine
through regulation, of any improvements
installed at the expense of the family dur-
ing the family’s tenure as owner; and

(iii) the appreciated value determined by
an inflation allowance at a rate which may
be based on a cost-of-living index, an in-
come index, or market index as deter-
mined by the Secretary through regulation
and agreed to by the purchaser and the en-
tity that transfers ownership interests in,
or shares representing, units to eligible
families (or another entity specified in the
approved application), at the time of ini-
tial sale, and applied against the contribu-
tion to equity.

Such an entity may, at the time of initial
sale, enter into an agreement with the fam-
ily to set a maximum amount which this ap-
preciation may not exceed.
(C) 6�20 years

In the case of a transfer during the period
beginning 6 years after the acquisition and
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ending 20 years after the acquisition, the
homeownership program shall provide for
the recapture by the Secretary or the pro-
gram of an amount equal to the amount of
the declining balance on the note described
in subparagraph (A)(iii).

(D) Use of recaptured funds
Any net sales proceeds that may not be re-

tained by the homeowner under the plan ap-
proved pursuant to this paragraph shall be
paid to the HOME Investment Trust Fund
for the unit of general local government in
which the housing is located. If the housing
is located in a unit of general local govern-
ment that is not a participating jurisdiction
(as such term is defined in section 12704 of
title 42), any such net sales proceeds shall be
paid to the HOME Investment Trust Fund
for the State in which the housing is lo-
cated. With respect to any proceeds trans-
ferred to a HOME Investment Trust Fund
under this subparagraph, the Secretary shall
take such actions as are necessary to ensure
that the proceeds shall be immediately
available for eligible activities to expand the
supply of affordable housing under section
12742 of title 42. The Secretary shall require
the maintenance of any records necessary to
calculate accurately payments due under
this paragraph.

(6) Protection of nonpurchasing families
(A) Eviction

No tenant residing in a dwelling unit in a
property on the date the Secretary approves
a plan of action may be evicted by reason of
a homeownership program approved under
this subchapter.

(B) Rental assistance
If a tenant decides not to purchase a unit,

or is not qualified to do so, the Secretary
shall ensure that rental assistance under
section 1437f of title 42 is available for use by
each otherwise qualified tenant (that meets
the eligibility requirements under such sec-
tion) in that or another property. Any sys-
tem for preferences established under sec-
tion 1437f(d)(1)(A) or 1437f(o)(6)(A) of title 42
shall not apply to the provision of assistance
to such families.

(C) Relocation assistance
The resident council shall also inform each

such tenant that if the tenant chooses to
move, the owner will pay relocation assist-
ance in accordance with the approved home-
ownership program.

(7) Qualified management
As a condition of approval of a homeowner-

ship program under this subchapter, the resi-
dent council shall have demonstrated its abili-
ties to manage eligible properties by having
done so effectively and efficiently for a period
of not less than 3 years or by entering into a
contract with a qualified management entity
that meets such standards as the Secretary
may prescribe to ensure that the property will
be maintained in a decent, safe, and sanitary
condition.

(8) Timely homeownership
Except in the case of limited equity coopera-

tives, resident councils shall transfer owner-
ship of the property to tenants within a speci-
fied period of time that the Secretary deter-
mines to be reasonable. During the interim pe-
riod when the property continues to be oper-
ated and managed as rental housing, the resi-
dent council shall utilize written tenant selec-
tion policies and criteria that are approved by
the Secretary as consistent with the purpose
of providing housing for very low-income fami-
lies. The resident council shall promptly no-
tify in writing any rejected applicant of the
grounds for any rejection.
(9) Records and audit of resident councils

(A) Maintenance
Each resident council shall keep such

records as may be reasonably necessary to
fully disclose the amount and the disposi-
tion by such resident council of the proceeds
of assistance received under this subchapter
(including any proceeds from sales under
paragraphs (4) and (5)(D)), the total cost of
the homeownership program in connection
with which such assistance is given or used,
and the amount and nature of that portion
of the program supplied by other sources,
and such other sources as will facilitate an
effective audit.
(B) Access

The Secretary shall have access for the
purpose of audit and examination to any
books, documents, papers, and records of the
resident council that are pertinent to assist-
ance received under this subchapter.
(C) Audit

The Comptroller General of the United
States, or any of the duly authorized rep-
resentatives of the Comptroller General,
shall also have access for the purpose of
audit and examination to any books, docu-
ments, papers, and records of the resident
council that are pertinent to assistance re-
ceived under this subchapter.

(10) Assumption conditions
Any entity that assumes a mortgage cover-

ing low-income housing in connection with the
acquisition of the housing from an owner
under this section must comply with any low-
income affordability restrictions for the re-
maining useful life of the housing as deter-
mined under section 4112(c) of this title.

(Pub. L. 100–242, title II, § 226, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4267; amended Pub. L. 102–550, title III, § 309, Oct.
28, 1992, 106 Stat. 3765; Pub. L. 105–276, title V,
§ 514(b)(2)(A), Oct. 21, 1998, 112 Stat. 2548.)

AMENDMENTS

1998—Subsec. (b)(6)(B). Pub. L. 105–276, which directed
the substitution of ‘‘Any system for preferences estab-
lished under section 1437f(d)(1)(A) or 1437f(o)(6)(A)’’ for
‘‘The requirement for giving preferences to certain cat-
egories of eligible families under sections 1437f(d)(1)(A)
and 1437f(o)(3)’’ in second sentence, was executed by
making the substitution for text which included the
word ‘‘preference’’ rather than ‘‘preferences’’ to reflect
the probable intent of Congress.
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1 See References in Text note below.

1992—Subsec. (b)(2). Pub. L. 102–550, § 309(1), inserted
‘‘and limitation on conditions of approval’’ in heading
and inserted at end of text ‘‘The Secretary may not re-
quire the prepayment of the mortgage on eligible low-
income housing for the approval of a plan of action in-
volving a homeownership program for the housing.’’

Subsec. (b)(3)(E). Pub. L. 102–550, § 309(2), added sub-
par. (E).

Subsec. (b)(8). Pub. L. 102–550, § 309(3), substituted
‘‘Except in the case of limited equity cooperatives,
resident’’ for ‘‘Resident’’.

Subsec. (b)(10). Pub. L. 102–550, § 309(4), struck out
‘‘, as determined by the Secretary,’’ after ‘‘entity that
assumes’’, substituted ‘‘4112(c)’’ for ‘‘4112(d)’’, and
struck out at end ‘‘This requirement shall only apply
to an entity, such as a cooperative association, that, as
determined by the Secretary, intends to own the hous-
ing on a permanent basis.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4110 of this title;
title 42 section 1437f.

§ 4117. Delegated responsibility to State agencies

(a) In general
In addition to any responsibilities delegated

under section 4103(c) of this title, the Secretary
shall delegate some or all responsibility for im-
plementing this subchapter to a State housing
agency if such agency submits a preservation
plan acceptable to the Secretary.

(b) Approval
State preservation plans shall be submitted in

such form and in accordance with such proce-
dures as the Secretary shall establish. The Sec-
retary may approve plans that contain—

(1) an inventory of low-income housing lo-
cated within the State that is or will be eligi-
ble low-income housing under this subchapter
within 5 years;

(2) a description of the agency’s experience
in the area of multifamily financing and re-
structuring;

(3) a description of the administrative re-
sources that the agency will commit to the
processing of plans of action in accordance
with this subchapter;

(4) a description of the administrative re-
sources that the agency will commit to the
monitoring of approved plans of action in ac-
cordance with this subchapter;

(5) an independent analysis of the perform-
ance of the multifamily housing inventory fi-
nanced or otherwise monitored by the agency;

(6) a certification by the public official re-
sponsible for submitting the comprehensive
housing affordability strategy under section
12705 of title 42 that the proposed activities are
consistent with the approved housing strategy
of the State within which the eligible low-in-
come housing is located; and

(7) such other certifications or information
that the Secretary determines to be necessary
or appropriate to achieve the purposes of this
subchapter.

(c) Implementation agreements
The Secretary may enter into any agreements

necessary to implement an approved State pres-
ervation plan, which may include incentives
that are authorized under other provisions of
this subchapter.

(Pub. L. 100–242, title II, § 227, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4270.)

REGULATIONS

Pub. L. 102–550, title III, § 315, Oct. 28, 1992, 106 Stat.
3770, provided that: ‘‘The Secretary of Housing and
Urban Development shall issue interim regulations im-
plementing section 227 of the Housing and Community
Development Act of 1987 (as amended by section 601(a)
of the Cranston-Gonzalez National Affordable Housing
Act) [12 U.S.C. 4117] not later than the expiration of the
30-day period beginning on the date of the enactment of
this Act [Oct. 28, 1992], which shall take effect upon is-
suance. The Secretary shall issue final regulations im-
plementing such section 227 after notice and oppor-
tunity for public comment regarding the interim regu-
lations, pursuant to the provisions of section 553 of
title 5, United States Code (notwithstanding sub-
sections (a)(2), (b)(B), and (d)(3) of such section). The
duration of the period for public comment shall not be
less than 60 days, and the final regulations shall be is-
sued not later than the expiration of the 60-day period
beginning upon the conclusion of the comment period
and shall take effect upon issuance.’’

§ 4118. Consultations with other interested par-
ties

The Secretary shall confer with any appro-
priate State or local government agency to con-
firm any State or local assistance that is avail-
able to achieve the purposes of this title 1 and
shall give consideration to the views of any such
agency when making determinations under this
subchapter. The Secretary shall also confer with
appropriate interested parties that the Sec-
retary believes could assist in the development
of a plan of action that best achieves the pur-
poses of this subchapter.

(Pub. L. 100–242, title II, § 228, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4271.)

REFERENCES IN TEXT

This title, referred to in text, means title II of Pub.
L. 100–242, as amended by Pub. L. 101–625, title VI,
§ 601(a), Nov. 28, 1990, 104 Stat. 4249, known as the Low-
Income Housing Preservation and Resident Home-
ownership Act of 1990, which is classified principally to
this chapter. For complete classification of this Act to
the Code, see Short Title note set out under section
4101 of this title and Tables.

§ 4119. Definitions

For purposes of this subchapter:
(1) The term ‘‘eligible low-income housing’’

means any housing financed by a loan or mort-
gage—

(A) that is—
(i) insured or held by the Secretary

under section 1715l(d)(3) of this title and
receiving loan management assistance
under section 1437f of title 42 due to a con-
version from section 1701s of this title;

(ii) insured or held by the Secretary and
bears interest at a rate determined under
the proviso of section 1715l(d)(5) of this
title;

(iii) insured, assisted, or held by the Sec-
retary or a State or State agency under
section 1715z–1 of this title; or
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(iv) held by the Secretary and formerly
insured under a program referred to in
clause (i), (ii), or (iii); and

(B) that, under regulation or contract in
effect before February 5, 1988, is or will with-
in 24 months become eligible for prepayment
without prior approval of the Secretary.

(2) The term ‘‘Federal cost limit’’ means, for
any eligible low-income housing, the amount
determined under section 4105(a) of this title.

(3) The term ‘‘low-income affordability re-
strictions’’ means limits imposed by regula-
tion or regulatory agreement on tenant rents,
rent contributions, or income eligibility in eli-
gible low-income housing.

(4) The terms ‘‘low-income families or per-
sons’’ and ‘‘very low-income families or per-
sons’’ mean families or persons whose incomes
do not exceed the respective levels established
for low-income families and very low-income
families, respectively, under section 1437a(b)(2)
of title 42.

(5) The term ‘‘moderate-income families or
persons’’ means families or persons whose in-
comes are between 80 percent and 95 percent of
the median income for the area, as determined
by the Secretary with adjustments for smaller
and larger families.

(6) The term ‘‘nonprofit organization’’
means any private, nonprofit organization
that—

(A) is organized or chartered under State
or local laws;

(B) has no part of its net earnings inuring
to the benefit of any member, founder, con-
tributor, or individual;

(C) complies with standards of financial
accountability acceptable to the Secretary;
and

(D) has among its principal purposes sig-
nificant activities related to the provision of
decent housing that is affordable to very
low-, low-, and moderate-income families.

(7) The term ‘‘owner’’ means the current or
subsequent owner or owners of eligible low-in-
come housing.

(8) The term ‘‘preservation equity’’ means,
for any eligible low-income housing—

(A) for purposes of determining the au-
thorized return under section 4104(a) of this
title and providing incentives to extend the
low-income affordability restrictions on the
housing under section 4109 of this title—

(i) the preservation value of the housing
determined under section 4103(b)(1) of this
title; less

(ii) any debt secured by the property;
and

(B) for purposes of determining incentives
under section 1 4110 and 4111 of this title and
determining the amount of an acquisition
loan under the provisions of section
1715z–6(f)(3) 2 of this title—

(i) the preservation value of the housing
determined under section 4103(b)(2) of this
title; less

(ii) the outstanding balance of the feder-
ally-assisted mortgage or mortgages for
the housing.

(9) The term ‘‘preservation value’’ means,
for any eligible low-income housing, the appli-
cable value determined under paragraph (1) or
(2) of section 4103(b) of this title.

(10) The term ‘‘Secretary’’ means the Sec-
retary of Housing and Urban Development.

(11) The term ‘‘resident council’’ means any
incorporated nonprofit organization or asso-
ciation that—

(A) is representative of the residents of the
housing;

(B) adopts written procedures providing
for the election of officers on a regular basis;
and

(C) has a democratically elected governing
board, elected by the residents of the hous-
ing.

(Pub. L. 100–242, title II, § 229, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4271; amended Pub. L. 102–550, title III, §§ 310,
317(a)(5), Oct. 28, 1992, 106 Stat. 3765, 3772; Pub. L.
103–327, title II, Sept. 28, 1994, 108 Stat. 2316.)

REFERENCES IN TEXT

Section 1715z–6(f) of this title, referred to in par.
(8)(B), was repealed by Pub. L. 104–204, title II, Sept. 26,
1996, 110 Stat. 2885.

CODIFICATION

Amendment by Pub. L. 103–327 is based on section
601(e) of title VI of S. 2281, One Hundred Third Con-
gress, as reported July 13, 1994, which was enacted into
law by Pub. L. 103–327.

AMENDMENTS

1994—Par. (4). Pub. L. 103–327 temporarily amended
par. (4) to read as follows:

‘‘(4)(A) The term ‘low-income tenants’ means families
or persons with incomes that exceed 50 percent of the
median income for the area (as determined by the Sec-
retary with adjustments for family size) but do not ex-
ceed 80 percent of the median income for the area (as
determined by the Secretary with adjustments for fam-
ily size).

‘‘(B) The term ‘very low-income tenants’ means fami-
lies or persons with incomes that are less than or equal
to 50 percent of the median income for the area (as de-
termined by the Secretary with adjustments for family
size).’’ See Effective and Termination Dates of 1994
Amendment note below.

1992—Par. (1)(A)(i). Pub. L. 102–550, § 310, substituted
‘‘receiving loan management assistance under section
1437f of title 42 due to a conversion from section 1701s
of this title’’ for ‘‘assisted under section 1701s of this
title or section 1437f of title 42’’.

Par. (11)(A). Pub. L. 102–550, § 317(a)(5), substituted
‘‘residents’’ for ‘‘resident’’.

EFFECTIVE AND TERMINATION DATES OF 1994
AMENDMENT

Amendment by Pub. L. 103–327 effective only during
fiscal year 1995, see provision of title II of Pub. L.
103–327 set out as a note under section 4112 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1715z–1a,
1715z–15, 4104, 4109, 4122, 4146 of this title.

§ 4120. Notice to tenants

Where a provision of this subchapter requires
that information or material be given to tenants
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of the housing, the requirement may be met by
(1) posting a copy of the information or material
in readily accessible locations within each af-
fected building, or posting notices in each such
location describing the information or material
and specifying a location, as convenient to the
tenants as is reasonably practical, where a copy
may be examined, and (2) supplying a copy of
the information or material to a representative
of the tenants.

(Pub. L. 100–242, title II, § 230, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4273.)

§ 4121. Definitions of qualified and priority pur-
chaser and related party rule

(a) Priority purchaser
The term ‘‘priority purchaser’’ means (A) a

resident council organized to acquire the hous-
ing in accordance with a resident homeowner-
ship program that meets the requirements of
section 4121 1 of this title; and (B) any nonprofit
organization or State or local agency that
agrees to maintain low-income affordability re-
strictions for the remaining useful life of the
housing (as determined under section 4112(d) 2 of
this title).
(b) Qualified purchaser

The term ‘‘qualified purchaser’’ means any en-
tity that agrees to maintain low-income afford-
ability restrictions for the remaining useful life
of the housing (as determined under section
4112(c) of this title), and includes for-profit enti-
ties and priority purchasers.
(c) Related parties

Except as provided in subsection (d) of this
section, the terms ‘‘qualified purchaser’’ and
‘‘priority purchaser’’ do not include any entity
that, either directly or indirectly, is wholly or
partially owned or controlled by the owner of
the housing being transferred under this sub-
chapter, is under whole or partial common con-
trol with such owner, or has any financial inter-
est in such owner or in which such owner has
any financial interest. The Secretary shall issue
any regulations appropriate to implement the
preceding sentence.
(d) Management exception

A qualified purchaser shall not be precluded
from retaining as a property management entity
a company that is owned or controlled by the
selling owner or a principal thereof if retention
of the management company is neither a condi-
tion of sale nor part of consideration paid for
sale and the property management contract is
negotiated by the qualified purchaser on an
arm’s length basis.

(Pub. L. 100–242, title II, § 231, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4273; amended Pub. L. 102–550, title III, § 317(a)(6),
Oct. 28, 1992, 106 Stat. 3772.)

AMENDMENTS

1992—Subsec. (b). Pub. L. 102–550 substituted ‘‘4112(c)’’
for ‘‘4112(d)’’.

§ 4122. Preemption of State and local laws

(a) In general
No State or political subdivision of a State

may establish, continue in effect, or enforce any
law or regulation that—

(1) restricts or inhibits the prepayment of
any mortgage described in section 4119(1) of
this title (or the voluntary termination of any
insurance contract pursuant to section 1715t of
this title) on eligible low income housing;

(2) restricts or inhibits an owner of such
housing from receiving the authorized annual
return provided under section 4104 of this title;

(3) is inconsistent with any provision of this
subchapter, including any law, regulation, or
other restriction that limits or impairs the
ability of any owner of eligible low income
housing to receive incentives authorized under
this subchapter (including authorization to in-
crease rental rates, transfer the housing, ob-
tain secondary financing, or use the proceeds
of any of such incentives); or

(4) in its applicability to low-income housing
is limited only to eligible low-income housing
for which the owner has prepaid the mortgage
or terminated the insurance contract.

Any law, regulation, or restriction described
under paragraph (1), (2), (3), or (4) shall be inef-
fective and any eligible low-income housing ex-
empt from the law, regulation, or restriction,
only to the extent that it violates the provisions
of this subsection.
(b) Effect

This section shall not prevent the establish-
ment, continuing in effect, or enforcement of
any law or regulation of any State or political
subdivision of a State not inconsistent with the
provisions of this subchapter, such as any law or
regulation relating to building standards, zoning
limitations, health, safety, or habitability
standards for housing, rent control, or conver-
sion of rental housing to condominium or coop-
erative ownership, to the extent such law or reg-
ulation is of general applicability to both hous-
ing receiving Federal assistance and nonassisted
housing. This section shall not preempt, annul,
or alter any contractual restrictions or obliga-
tions existing before November 28, 1990, that pre-
vent or limit an owner of eligible low-income
housing from prepaying the mortgage on the
housing (or terminating the insurance contract
on the housing).

(Pub. L. 100–242, title II, § 232, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4273; amended Pub. L. 102–550, title III, § 311, Oct.
28, 1992, 106 Stat. 3765.)

AMENDMENTS

1992—Subsec. (b). Pub. L. 102–550 substituted ‘‘, such
as any law or regulation’’ for ‘‘and’’ after ‘‘sub-
chapter’’.

§ 4123. Severability

If any provision of this subchapter, or the ap-
plication of such provision with respect to any
person or circumstance, is held invalid, the re-
mainder of this Act, and the application of such
provision to any other person or circumstance,
shall not be affected by such holding.
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(Pub. L. 100–242, title II, § 233, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4274.)

REFERENCES IN TEXT

This Act, referred to in text, is Pub. L. 100–242, Feb.
5, 1988, 101 Stat. 1815, as amended, known as the Hous-
ing and Community Development Act of 1987. For com-
plete classification of this Act to the Code, see Short
Title of 1988 Amendment note under section 5301 of
Title 42, The Public Health and Welfare, and Tables.

§ 4124. Authorization of appropriations

(a) In general
There are authorized to be appropriated for as-

sistance and incentives authorized under this
subchapter $638,252,784 for fiscal year 1993 and
$665,059,401 for fiscal year 1994.
(b) Grants

Subject to approval in appropriation Acts, not
more than $50,000,000 of the amounts made avail-
able under subsection (a) of this section for fis-
cal year 1993, and not more than $50,000,000 of
the amounts made available under subsection
(a) of this section for fiscal year 1994, shall be
available for grants under section 4111(d)(2) of
this title.

(Pub. L. 100–242, title II, § 234, as added Pub. L.
101–625, title VI, § 601(a), Nov. 28, 1990, 104 Stat.
4274; amended Pub. L. 102–550, title III, § 301, Oct.
28, 1992, 106 Stat. 3762.)

AMENDMENTS

1992—Pub. L. 102–550 amended section generally. Prior
to amendment, section read as follows:

‘‘(a) GENERAL.—There are authorized to be appro-
priated for assistance and incentives authorized under
this chapter $425,000,000 for fiscal year 1991 and
$858,000,000 for fiscal year 1992.

‘‘(b) GRANTS.—Of the amounts made available under
subsection (a) of this section, not more than $100,000,000
for each of fiscal years 1991 and 1992 shall be available
for grants under section 4111(d)(2) of this title, subject
to approval in appropriations Acts.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4111, 4113, 4147
of this title.

§ 4125. State preservation project assistance

(1) In general
Upon application by a State or local housing

authority (including public housing agencies),
the Secretary of Housing and Urban Develop-
ment may make available, from sources of as-
sistance appropriated to preserve the low and
moderate income status of projects with expir-
ing Federal use restrictions, assistance to such
State or local housing authorities for use in pre-
venting the loss of housing affordable for low
and moderate income families that is assisted
under a State program under the terms of which
the owner may prepay a State assisted or sub-
sidized mortgage on such housing. The applica-
tion of the State or local housing authority
shall demonstrate to the Secretary that the
total amount of incentives provided to the
owner to induce the owner to preserve the low
and moderate income status of the project shall
not exceed the level of incentives which may be
provided to a similarly situated project with ex-

piring Federal use restrictions under subtitle B
of title II of the Housing and Community Devel-
opment Act of 1987 [12 U.S.C. 4101 et seq.].
(2) Section 1437f

Any assistance under section 1437f of title 42
made available pursuant to this section may be
used (i) to supplement any assistance available
on existing section 8 [42 U.S.C. 1437f] contracts,
or (ii) to provide additional assistance to struc-
tures to ensure that all units occupied by ten-
ants who are lower income families (as such
term is defined in section 1437a(b) of title 42) pay
rents not exceeding 30 percent of their adjusted
incomes. Any project receiving assistance here-
under shall be subject to standards, inspections
and sanctions established by the Secretary
under section 222(d) of the Housing and Commu-
nity Development Act of 1987 [12 U.S.C. 4112(d)].
Any such section 8 [42 U.S.C. 1437f] assistance
shall be provided for a term and at the fair mar-
ket rent levels or such higher levels used as ap-
plicable for eligible low-income housing that re-
ceives incentives under subtitle B of title II of
the Housing and Community Development Act
of 1987 [12 U.S.C. 4101 et seq.].
(3) Restriction

Assistance may be provided under this section
only to State and local housing authorities that
require any housing receiving such assistance to
remain affordable for lower and moderate in-
come tenants for the period during which assist-
ance under this section is received.

(Pub. L. 101–625, title VI, § 613(b), Nov. 28, 1990,
104 Stat. 4280; Pub. L. 102–550, title III, § 317(b),
Oct. 28, 1992, 106 Stat. 3772.)

REFERENCES IN TEXT

The Housing and Community Development Act of
1987, referred to in pars. (1) and (2), is Pub. L. 100–242,
Feb. 5, 1988, 101 Stat. 1815, as amended. Subtitle B of
title II of the Act is classified generally to this sub-
chapter (§ 4101 et seq.). For complete classification of
this Act to the Code, see Short Title of 1988 Amend-
ment note under section 5301 of Title 42, The Public
Health and Welfare, and Tables.

CODIFICATION

Section was enacted as part of the Cranston-Gonzalez
National Affordable Housing Act, and not as part of the
Low-Income Housing Preservation and Resident Home-
ownership Act of 1990 which comprises this chapter.

AMENDMENTS

1992—Par. (2). Pub. L. 102–550 substituted ‘‘222(d)’’ for
‘‘224(e)’’.

SUBCHAPTER II—TECHNICAL ASSISTANCE
AND CAPACITY BUILDING

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in section 1701z–11 of
this title.

§ 4141. Authority

The Secretary of Housing and Urban Develop-
ment may provide technical assistance and ca-
pacity building to further the preservation pro-
gram established under this title.1

(Pub. L. 100–242, title II, § 251, as added Pub. L.
102–550, title III, § 312, Oct. 28, 1992, 106 Stat.
3766.)
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REFERENCES IN TEXT

This title, referred to in text, means title II of Pub.
L. 100–242, as amended by Pub. L. 101–625, title VI,
§ 601(a), Nov. 28, 1990, 104 Stat. 4249, known as the Low-
Income Housing Preservation and Resident Home-
ownership Act of 1990, which is classified principally to
this chapter. For complete classification of this Act to
the Code, see Short Title note set out under section
4101 of this title and Tables.

§ 4142. Purposes

The purposes of this subchapter are—
(1) to promote the ability of residents of eli-

gible low-income housing to meaningfully par-
ticipate in the preservation process estab-
lished by this title 1 and affect decisions about
the future of their housing;

(2) to promote the ability of community-
based nonprofit housing developers and resi-
dent councils to acquire, rehabilitate, and
competently own and manage eligible housing
as rental or cooperative housing for low- and
moderate-income people; and

(3) to assist the Secretary in discharging the
obligation under section 4110 of this title to
notify potential qualified purchasers of the
availability of properties for sale and to other-
wise facilitate the coordination and oversight
of the preservation program established under
this title.1

(Pub. L. 100–242, title II, § 252, as added Pub. L.
102–550, title III, § 312, Oct. 28, 1992, 106 Stat.
3766.)

REFERENCES IN TEXT

This title, referred to in pars. (1) and (3), means title
II of Pub. L. 100–242, as amended by Pub. L. 101–625,
title VI, § 601(a), Nov. 28, 1990, 104 Stat. 4249, known as
the Low-Income Housing Preservation and Resident
Homeownership Act of 1990, which is classified prin-
cipally to this chapter. For complete classification of
this Act to the Code, see Short Title note set out under
section 4101 of this title and Tables.

§ 4143. Grants for building resident capacity and
funding predevelopment costs

(a) In general
Assistance made available under this section

shall be used for direct assistance grants to resi-
dent organizations and community-based non-
profit housing developers and resident councils
to assist the acquisition of specific projects (in-
cluding the payment of reasonable administra-
tive expenses to participating intermediaries).
(b) Allocation

30 percent of the assistance made available
under this section shall be used for resident ca-
pacity grants in accordance with subsection (d)
of this section. The remainder shall be used for
predevelopment grants in connection with spe-
cific projects in accordance with subsection (e)
of this section.
(c) Limitation on grant amounts

A resident capacity grant under subsection (d)
of this section may not exceed $30,000 per project
and a grant under subsection (e) of this section
for predevelopment costs may not exceed
$200,000 per project, exclusive of any fees paid to

a participating intermediary by the Secretary
for administering the program.
(d) Resident capacity grants

(1) Use
Resident capacity grants under this sub-

section shall be available to eligible appli-
cants to cover expenses for resident outreach,
incorporation of a resident organization or
council, conducting democratic elections,
training, leadership development, legal and
other technical assistance to the board of di-
rectors, staff and members of the resident or-
ganization or council.
(2) Eligible housing

Grants under this subsection may be pro-
vided with respect to eligible low-income
housing for which the owner has filed a notice
of intent under subchapter I of this chapter or
title II of the Emergency Low Income Housing
Preservation Act of 1987 (pursuant to section
604 of the Cranston-Gonzalez National Afford-
able Housing Act).

(e) Predevelopment grants
(1) Use

Predevelopment grants under this sub-
section shall be made available to community-
based nonprofit housing developers and resi-
dent councils to cover the cost of organizing a
purchasing entity and pursuing an acquisition,
including third party costs for training, devel-
opment consulting, legal, appraisal, account-
ing, environmental, architectural and engi-
neering, application fees, and sponsor’s staff
and overhead costs.
(2) Eligible housing

Such grants may only be made available
with respect to any eligible low-income hous-
ing project for which the owner has filed an
initial notice of intent to transfer the housing
to a qualified purchaser in accordance with
section 4110 of this title, or has filed a notice
of intent and entered into a binding agreement
to sell the housing to a resident organization
or nonprofit organization.
(3) Phase-in of grant payments

Grant payments under this subsection shall
be made in phases, based on performance
benchmarks established by the Secretary in
consultation with intermediaries selected
under section 4145(b) of this title.

(f) Grant applications
Grant applications for assistance under sub-

sections (d) and (e) of this section shall be re-
ceived monthly on a rolling basis and approved
or rejected on at least a quarterly basis by
intermediaries selected under section 4145(b) of
this title.
(g) Appeal

If an application for assistance under sub-
sections 1 (d) or (e) of this section is denied, the
applicant shall have the right to appeal the de-
nial to the Secretary and receive a binding de-
termination within 30 days of the appeal.

(Pub. L. 100–242, title II, § 253, as added Pub. L.
102–550, title III, § 312, Oct. 28, 1992, 106 Stat.
3766.)
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REFERENCES IN TEXT

Title II of the Emergency Low Income Housing Pres-
ervation Act of 1987, referred to in subsec. (d)(2), prob-
ably means title II of Pub. L. 100–242, Feb. 5, 1988, 102
Stat. 1877, prior to being amended generally by Pub. L.
101–625, § 601(a), which was known as the Emergency
Low Income Housing Preservation Act of 1987 and
which was classified principally as a note under section
1715l of this title. Title II of Pub. L. 100–242 was amend-
ed generally by Pub. L. 101–625, title VI, § 601(a), Nov.
28, 1990, 104 Stat. 4249, and is now known as the Low-In-
come Housing Preservation and Resident Homeowner-
ship Act of 1990, which is classified principally to this
chapter. For complete classification of this Act to the
Code, see Short Title note set out under section 4101 of
this title and Tables.

Section 604 of the Cranston-Gonzalez National Afford-
able Housing Act, referred to in subsec. (d)(2), is section
604 of Pub. L. 101–625, which is set out as a note under
section 4101 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4145, 4147 of this
title.

§ 4144. Grants for other purposes

The Secretary may provide grants under this
subchapter—

(1) to resident-controlled or community-
based nonprofit organizations with experience
in resident education and organizing for the
purpose of conducting community, city or
county wide outreach and training programs
to identify and organize residents of eligible
low-income housing; and

(2) to State and local government agencies
and nonprofit intermediaries for the purpose
of carrying out such activities as the Sec-
retary deems appropriate to further the pres-
ervation program established under this title.1

(Pub. L. 100–242, title II, § 254, as added Pub. L.
102–550, title III, § 312, Oct. 28, 1992, 106 Stat.
3767.)

REFERENCES IN TEXT

This title, referred to in par. (2), means title II of
Pub. L. 100–242, as amended by Pub. L. 101–625, title VI,
§ 601(a), Nov. 28, 1990, 104 Stat. 4249, known as the Low-
Income Housing Preservation and Resident Home-
ownership Act of 1990, which is classified principally to
this chapter. For complete classification of this Act to
the Code, see Short Title note set out under section
4101 of this title and Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4145, 4147 of this
title.

§ 4145. Delivery of assistance through inter-
mediaries

(a) In general
The Secretary shall approve and disburse as-

sistance under section 4143 of this title through
eligible intermediaries selected by the Secretary
under subsection (b) of this section. If the Sec-
retary does not receive an acceptable proposal
from an intermediary offering to administer as-
sistance under this section in a given State, the
Secretary shall administer the program in such
State directly.

(b) Selection of eligible intermediaries
(1) In general

The Secretary shall develop criteria to se-
lect eligible intermediaries, through a com-
petitive process, to administer assistance
under this subchapter. The process shall in-
clude provision for a reasonable administra-
tive fee.

(2) Priority
With respect to all forms of grants available

under section 4143 of this title, such criteria
shall give priority to applications from eligi-
ble intermediaries with demonstrated exper-
tise or experience with the program estab-
lished under this title 1 or under the Emer-
gency Low Income Housing Preservation Act
of 1987.

(3) Criteria
The criteria developed under this subsection

shall—
(A) not assign any preference or priority to

applications from eligible intermediaries
based on their previous participation in ad-
ministering or receiving Federal grants or
loans (but may exclude applicants who have
failed to perform under prior contracts of a
similar nature);

(B) require an applicant to prepare a pro-
posal that demonstrates adequate staffing,
qualifications, prior experience, and a plan
for participation; and

(C) permit an applicant to serve as the ad-
ministrator of assistance made available
under section 4143(d) or (e) of this title,
based on the applicant’s suitability and in-
terest.

(4) Geographic coverage
The Secretary may select more than 1 State

or regional intermediary for a single State or
region. The number of intermediaries chosen
for each State or region may be based on the
number of eligible low-income housing
projects in the State or region, provided there
is no duplication of geographic coverage by
intermediaries in the administration of the di-
rect assistance grant program.

(5) National nonprofit intermediaries
National nonprofit intermediaries shall be

selected to administer the assistance made
available under section 4143 of this title only
with respect to States or regions for which no
other eligible intermediary, acceptable to the
Secretary, has submitted a proposal to partici-
pate.

(6) Preference
With respect to assistance made available

under section 4144 of this title, preference
shall be given to eligible regional, State, and
local intermediaries, over national nonprofit
organizations.

(c) Conflicts of interest
Eligible intermediaries selected under sub-

section (b) of this section to disburse assistance
under section 4143 of this title shall certify that
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they will serve only as delegated program ad-
ministrators, charged with the responsibility for
reviewing and approving grant applications on
behalf of the Secretary. Selected intermediaries
shall—

(1) establish appropriate procedures for
grant administration and fiscal management,
pursuant to standards established by the Sec-
retary; and

(2) receive a reasonable administrative fee,
except that they may not provide other serv-
ices to grant recipients with respect to
projects that are the subject of the grant ap-
plication and may not receive payment, di-
rectly or indirectly, from the proceeds of
grants they have approved.

(d) ��Eligible intermediary�� defined
For purposes of this section, the term ‘‘eligi-

ble intermediary’’ means a State, regional, or
national organization (including a quasi-public
organization) or a State or local housing agency
that—

(1) has as a central purpose the preservation
of existing affordable housing and the preven-
tion of displacement;

(2) does not receive direct Federal appropria-
tions for operating support;

(3) in the case of a national nonprofit organi-
zation, has been in existence for at least 5
years prior to the date of application and has
been classified by the Internal Revenue Serv-
ice as an exempt organization under section
501(c)(3) of title 26;

(4) in the case of a regional or State non-
profit organization, has been in existence for
at least 3 years prior to the date of application
and has been classified by the Internal Reve-
nue Service as an exempt organization under
section 501(c)(3) of title 26 or is otherwise a
tax-exempt entity;

(5) has a record of service to low-income in-
dividuals or community-based nonprofit hous-
ing developers in multiple communities and,
with respect to intermediaries administering
assistance under section 4143 of this title, has
experience with the allocation or administra-
tion of grant or loan funds; and

(6) meets standards of fiscal responsibility
established by the Secretary.

(Pub. L. 100–242, title II, § 255, as added Pub. L.
102–550, title III, § 312, Oct. 28, 1992, 106 Stat.
3767.)

REFERENCES IN TEXT

This title, referred to in subsec. (b)(2), means title II
of Pub. L. 100–242, as amended by Pub. L. 101–625, title
VI, § 601(a), Nov. 28, 1990, 104 Stat. 4249, known as the
Low-Income Housing Preservation and Resident Home-
ownership Act of 1990, which is classified principally to
this chapter. For complete classification of this Act to
the Code, see Short Title note set out under section
4101 of this title and Tables.

The Emergency Low Income Housing Preservation
Act of 1987, referred to in subsec. (b)(2), is title II of
Pub. L. 100–242, Feb. 5, 1988, 101 Stat. 1877, as amended,
which was classified principally as a note under section
1715l of this title. Title II of Pub. L. 100–242 was amend-
ed generally by Pub. L. 101–625, title VI, § 601(a), Nov.
28, 1990, 104 Stat. 4249, and is now known as the Low-In-
come Housing Preservation and Resident Homeowner-
ship Act of 1990, which is classified principally to this
chapter. For complete classification of this Act to the

Code, see Short Title note set out under section 4101 of
this title and Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4143 of this title.

§ 4146. Definitions

For purposes of this subchapter—
(1) the term ‘‘community-based nonprofit

housing developer’’ means a nonprofit commu-
nity development corporation that—

(A) has been classified by the Internal Rev-
enue Service as an exempt organization
under section 501(c)(3) of title 26;

(B) has been in existence for at least 2
years prior to the date of the grant applica-
tion;

(C) has a record of service to low- and mod-
erate-income people in the community in
which the project is located;

(D) is organized at the neighborhood, city,
county or multi-county level; and

(E) in the case of a corporation acquiring
eligible housing under subchapter I of this
chapter, agrees to form a purchaser entity
that conforms to the definition of a commu-
nity-based nonprofit organization under
such subchapter and agrees to use its best ef-
forts to secure majority tenant consent to
the acquisition of the project for which
grant assistance is requested; and

(2) the terms ‘‘eligible low-income housing’’,
‘‘nonprofit organization’’, ‘‘owner’’, and ‘‘resi-
dent council’’ have the meanings given such
terms in section 4119 of this title.

(Pub. L. 100–242, title II, § 256, as added Pub. L.
102–550, title III, § 312, Oct. 28, 1992, 106 Stat.
3769.)

§ 4147. Funding

The Secretary shall use not more than
$25,000,000 of the amounts made available under
section 4124(a) of this title for fiscal year 1993,
and not more than $25,000,000 of the amounts
made available under section 4124(a) of this title
for fiscal year 1994, to carry out this subchapter.
Of any amounts made available to carry out this
subchapter in any appropriation Act, 90 percent
shall be set aside for use in accordance with sec-
tion 4143 of this title and 10 percent shall be set
aside for use in accordance with subsection 1 4144
of this title.

(Pub. L. 100–242, title II, § 257, as added Pub. L.
102–550, title III, § 312, Oct. 28, 1992, 106 Stat.
3769.)

CHAPTER 43�ACTIONS AGAINST PERSONS
COMMITTING BANK FRAUD CRIMES

SUBCHAPTER I—DECLARATIONS PROVIDING NEW
CLAIMS TO UNITED STATES

Sec.
4201. Filing of confidential declarations by private

persons.
(a) In general.
(b) Place of filing.

4202. Contents of declarations.
4203. Confidentiality of declarations.
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Sec.
(a) Period of confidentiality.
(b) Maintenance of confidentiality to

prevent prejudice.
(c) Loss of rights.

4204. Ineligibility to file valid declarations.
(a) In general.
(b) ‘‘Original source’’ defined.
(c) Notice of invalidity.

4205. Rights of declarants; participation in actions,
awards.

(a) In general.
(b) Civil action.
(c) Criminal conviction.
(d) Share of funds and assets.
(e) Repealed.
(f) Appropriate Federal banking agency

exception.
4206. Rights of declarants; notifications; Govern-

ment accountability.
(a) In general.
(b) Notice of decision not to pursue.
(c) Judgment, order, or settlement.
(d) Notice of pendency of investigation or

proceeding.
(e) Time for notices.
(f) Confidentiality of notices.

4207. Unreviewed declarations; petition to pursue
action as private contractor.

(a) Notification.
(b) Contents of response.
(c) Grant of contract.

4208. Nonreviewability of action by Attorney Gen-
eral.

4209. Repealed.
4210. Sources of payments to declarants.
4211. Repealed.
4212. Protection for declarants.
4213. Promulgation of regulations.

SUBCHAPTER II—DECLARATIONS PROVIDING
UNITED STATES WITH NEW INFORMATION CON-
CERNING RECOVERY OF ASSETS

4221. Filing of confidential declarations by private
persons identifying specific assets.

(a) In general.
(b) Place of filing.

4222. Contents of declarations.
4223. Confidentiality of declarations.

(a) Period of confidentiality.
(b) Maintenance of confidentiality to

prevent prejudice.
(c) Loss of rights.

4224. Ineligibility to file valid declarations.
(a) In general.
(b) ‘‘Original source’’ defined.
(c) Notice of invalidity.

4225. Rights of declarants; participation in actions,
awards.

(a) In general.
(b) Civil action.
(c) Share of assets.
(d) Prohibition of double awards.
(e) Appropriate Federal banking agency

exception.
4226. Rights of declarants; notifications; Govern-

ment accountability.
(a) In general.
(b) Notice of decision not to pursue.
(c) Judgment, order, or settlement.
(d) Notice of pendency of investigation or

proceeding.
(e) Confidentiality of notices.

4227. Unreviewed declarations; petition to pursue
action as private contractor.

(a) Notification.
(b) Contents of response.
(c) Grant of contract.

4228. Nonreviewability of action by Attorney Gen-
eral.

Sec.
4229. Protection for declarants.
4230. Promulgation of regulations.

SUBCHAPTER III—USE OF PRIVATE LEGAL
RESOURCES

4241. Authority to enter into contracts for private
counsel.

(a) In general.
(b) Terms and conditions.
(c) Limitation of fee.
(d) Contingent fees.

4242. Contract decisions nonreviewable.
4243. Representation.
4244. Contract provisions.
4245. Counterclaims.
4246. Awards of costs and fees to prevailing plain-

tiff.
4247. Promulgation of regulations.

SUBCHAPTER I—DECLARATIONS PROVID-
ING NEW CLAIMS TO UNITED STATES

§ 4201. Filing of confidential declarations by pri-
vate persons

(a) In general
Any person may file a declaration of a viola-

tion giving rise to an action for civil penalties
under section 1833a of this title affecting a de-
pository institution insured by the Federal De-
posit Insurance Corporation or any other agency
or entity of the United States.

(b) Place of filing
A declaration under subsection (a) of this sec-

tion shall be filed with the Attorney General of
the United States or with an agent designated
by the Attorney General for receiving declara-
tions under this section.

(Pub. L. 101–647, title XXV, § 2561, Nov. 29, 1990,
104 Stat. 4894.)

SHORT TITLE

Section 2560 of Pub. L. 101–647 provided that: ‘‘This
subtitle [subtitle H (§§ 2560–2594) of title XXV of Pub. L.
101–647, enacting this chapter and section 3059A of Title
18, Crimes and Criminal Procedure, and amending sec-
tion 1831k of this title] may be cited as the ‘Financial
Institutions Anti-Fraud Enforcement Act of 1990’.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4202, 4203, 4204,
4205, 4206, 4221, 4224, 4241 of this title.

§ 4202. Contents of declarations

A declaration filed pursuant to section 4201 of
this title shall—

(1) set forth the name and address of the de-
clarant and the basis for the declarant’s
knowledge of the facts alleged;

(2) allege under oath or affirmation specific
facts, relating to a particular transaction or
transactions, which constitute a prima facie
case of a violation giving rise to an action for
civil penalties under section 1833a of this title
affecting a depository institution insured by
the Federal Deposit Insurance Corporation or
any other agency or entity of the United
States;

(3) contain at least 1 new factual element
necessary to establish a prima facie case that
was unknown to the Government at the time
of filing; and
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(4) set forth all facts supporting the allega-
tion of a violation described in paragraph (2)
known to the declarant, along with the names
of material witnesses and the nature and loca-
tion of documentary evidence known to the
declarant.

(Pub. L. 101–647, title XXV, § 2562, Nov. 29, 1990,
104 Stat. 4894.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4204, 4205, 4206
of this title.

§ 4203. Confidentiality of declarations

(a) Period of confidentiality
A declarant and the declarant’s agents shall

not disclose the existence or filing of a declara-
tion filed pursuant to section 4201 of this title
until—

(1) the declarant receives notice that the At-
torney General has concluded that an action
should not be pursued under section 4206(b) of
this title;

(2) the declarant receives notice of an award
pursuant to section 4206(c) of this title; or

(3) the declarant is granted a contract to
pursue an action under section 4205(b) or 4207
of this title.

(b) Maintenance of confidentiality to prevent
prejudice

(1) Notwithstanding any other law, the con-
tents of a declaration shall not be disclosed by
the declarant if the disclosure would prejudice
or compromise in any way the completion of
any government investigation or any criminal
or civil case that may arise out of, or make use
of, information contained in a declaration, but
information contained in a declaration may be
disclosed as required by duly issued and author-
ized legal process.

(2) The Attorney General may in a circum-
stance described in paragraph (1) notify a declar-
ant that continued confidentiality is required
under this subsection notwithstanding para-
graph (1) or (2) of subsection (a) of this section.
(c) Loss of rights

A declarant who discloses, except as provided
by this chapter,1 the existence or filing of a dec-
laration or the contents thereof to anyone other
than a duly authorized Federal or State inves-
tigator or the declarant’s attorney shall imme-
diately lose all rights under this subchapter.

(Pub. L. 101–647, title XXV, § 2563, Nov. 29, 1990,
104 Stat. 4894.)

REFERENCES IN TEXT

This chapter, referred to in subsec. (c), was in the
original ‘‘this title’’, and was translated as reading
‘‘this subtitle’’, meaning subtitle H of title XXV of
Pub. L. 101–647, known as the Financial Institutions
Anti-Fraud Enforcement Act of 1990, which is classified
principally to this chapter, as the probable intent of
Congress. For complete classification of subtitle H to
the Code, see Short Title note set out under section
4201 of this title and Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4204, 4205, 4206
of this title.

§ 4204. Ineligibility to file valid declarations

(a) In general
A declaration filed pursuant to section 4201 1 of

this title and in accordance with sections 4202
and 4203 of this title is valid unless—

(1) the declaration is filed by a current or
former officer or employee of a Federal or
State government agency or instrumentality
who discovered or gathered the information in
the declaration, in whole or in part, while act-
ing within the course of the declarant’s gov-
ernment employment;

(2) the declaration is filed by a person who
knowingly participated in the violation of sec-
tion 1517 of title 18 or any of the sections of
title 18 referred to in section 1833a(c) of this
title, or any other fraudulent conduct with re-
spect to which the declaration is made;

(3) the declaration is filed by an institution-
affiliated party (as defined in section 1813(u) of
this title) who withheld information during
the course of any bank examination or inves-
tigation authorized pursuant to section 1820 of
this title which such party owed a fiduciary
duty to disclose;

(4) the declaration is filed by a member of
the immediate family of the individual whose
activities are the subject of the declaration or
where, in the discretion of the Attorney Gen-
eral, it appears the individual could benefit
from the award; or

(5) the declaration consists of allegations or
transactions that have been disclosed to a
member of the public in a criminal, civil, or
administrative proceeding, in a congressional,
administrative, or General Accounting Office
report, hearing, audit or investigation, by any
other government source, or by the news
media, unless the person providing the dec-
laration is the original source of the informa-
tion.

(b) ��Original source�� defined
For the purposes of subsection (a)(5) of this

section, the term ‘‘original source’’ means a per-
son who has direct and independent knowledge
of the information contained in the declaration
and who voluntarily provided the information to
the government prior to the disclosure.

(c) Notice of invalidity
If the Attorney General determines at any

time that a declaration is invalid under this sec-
tion, that a declaration fails to meet the re-
quirements of section 4202 of this title, or that
a declaration has been disclosed in violation of
section 4203 of this title, the Attorney General
shall notify the person who filed the declaration
in writing that the declaration is invalid, and
the declarant shall not enjoy any of the rights of
the declarant listed in section 4205 or 4206 of this
title.

(Pub. L. 101–647, title XXV, § 2564, Nov. 29, 1990,
104 Stat. 4895.)

REFERENCES IN TEXT

Section 4201 of this title, referred to in subsec. (a),
was in the original ‘‘section 811’’, and was translated as
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reading ‘‘section 2561’’, meaning section 2561 of Pub. L.
101–647, as the probable intent of Congress, because
Pub. L. 101–647 does not contain a section 811.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4205, 4206 of this
title.

§ 4205. Rights of declarants; participation in ac-
tions, awards

(a) In general
A person who has filed a declaration that

meets the requirements of sections 4201 through
4204 of this title shall have the rights stated in
this section.
(b) Civil action

If the Attorney General determines that a
cause of action referred to in section 4201 of this
title based on the declaration should be referred
to private counsel pursuant to subchapter III of
this chapter, the declarant, after consultation
with the Attorney General, shall have the right
to select counsel to prosecute the action, and
the declarant and the declarant’s counsel shall
act in accordance with subchapter III of this
chapter.
(c) Criminal conviction

(1) When the United States obtains a criminal
conviction and the Attorney General determines
that the conviction was based in whole or in
part on the information contained in a valid
declaration filed under section 4201 of this title
the Attorney General may, in his discretion, pay
a reward to the declarant 1

(2) In determining the size of any award under
paragraph (1), the Attorney General may, in the
Attorney General’s discretion, consider any ap-
propriate factor, including—

(A) the seriousness of the offense for which
the conviction was obtained;

(B) the extent to which the facts alleged in
the declaration contributed to the conviction;

(C) the number of offenders apprehended pur-
suant to information provided by the declar-
ant;

(D) whether or not the offender was pre-
viously under investigation by any law en-
forcement agency when the declaration was
filed;

(E) the extent to which the declarant co-
operated in the development of the Govern-
ment’s case and its presentation at trial;

(F) the sentences and fines imposed on the
offender and other offenders in related cases;

(G) the extent to which other sources of pri-
vate information were relied upon; and

(H) the hardship to the declarant and any ex-
penses the declarant incurred in preparing the
declaration.

(d) Share of funds and assets
(1) When the United States acquires funds or

assets pursuant to the execution of a judgment,
order, or settlement and the Attorney General
determines that the judgment, order, or settle-
ment was based in whole or in part on the infor-
mation contained in a valid declaration filed
under section 4201 of this title, the declarant

shall have the right to share in the recovery as
follows:

(A)(i) The declarant shall be entitled to 20
percent to 30 percent of any recovery up to the
first $1,000,000 recovered, 10 percent to 20 per-
cent of the next $4,000,000 recovered, and 5 per-
cent to 10 percent of the next $5,000,000 recov-
ered.

(ii) In calculating an award under clause (i),
the Attorney General may consider the size of
the overall recovery and the usefulness of the
information provided by the declarant.

(B) When a declarant has received an award
under subsection (c) of this section, the Attor-
ney General may subtract the amount of that
reward from any recovery under this sub-
section.

(2)(A) When more than 1 declarant has pro-
vided information leading to a recovery under
this subsection, the Attorney General shall first
calculate the size of the total award under para-
graph (1)(A) and then distribute that amount ac-
cording to the contribution made by each de-
clarant.

(B) In distributing any such award between 2
or more declarants, the Attorney General may,
in the Attorney General’s discretion, consider
any appropriate factor.

(e) Repealed. Pub. L. 107�273, div. A, title III,
§ 301(c)(3), Nov. 2, 2002, 116 Stat. 1781

(f) Appropriate Federal banking agency excep-
tion

For purposes of this section, funds or assets
acquired by the United States shall not include
any funds or assets acquired by any appropriate
Federal banking agency acting in any capacity
or the Resolution Trust Corporation acting in
any capacity, except for any civil money pen-
alties recovered by a Federal banking agency
through a final judgment, order or settlement.

(Pub. L. 101–647, title XXV, § 2565, Nov. 29, 1990,
104 Stat. 4896; Pub. L. 107–273, div. A, title III,
§ 301(c)(3), Nov. 2, 2002, 116 Stat. 1781.)

AMENDMENTS

2002—Subsec. (c)(1). Pub. L. 107–273 substituted ‘‘the
Attorney General may, in his discretion, pay a reward
to the declarant’’ for ‘‘, the declarant shall have the
right to receive not less than $5,000 and not more than
$100,000, any such award to be paid from the Financial
Institution Information Award Fund established under
section 4209 of this title.’’

Subsec. (e). Pub. L. 107–273 struck out heading and
text of subsec. (e). Text read as follows:

‘‘(1) No person shall receive both an award under this
section and a reward under either section 1831k of this
title or section 3509A of title 18 for providing the same
or substantially similar information.

‘‘(2) When a person qualifies for both an award under
this section and a reward under either section 1831k of
this title or section 3509A of title 18 for providing the
same or substantially similar information, the person
may notify the Attorney General in writing of the per-
son’s election to seek an award under this section or a
reward under such other section.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4203, 4204, 4206
of this title.
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§ 4206. Rights of declarants; notifications; Gov-
ernment accountability

(a) In general
A person who has filed a declaration that

meets the requirements of sections 4201 through
4204 of this title shall have the rights stated in
this section.
(b) Notice of decision not to pursue

If, after review, the Attorney General con-
cludes that the information contained in a dec-
laration should not be pursued in a civil or
criminal proceeding, the Attorney General shall
so notify the declarant in writing and shall pro-
vide a brief statement of the reasons that the
declaration will not be pursued.
(c) Judgment, order, or settlement

(1) When the United States obtains a judg-
ment, order, or settlement based in whole or in
part on a valid declaration filed under section
4201 of this title, the Attorney General shall no-
tify the declarant in writing of such fact.

(2) A notice described in paragraph (1) shall
contain—

(A) the Attorney General’s determination of
the amount of the award due the declarant
under subsection (c) or (d) of section 4205 of
this title upon recovery by the United States;
and

(B) a short statement of reasons for the
amount of the award.

(d) Notice of pendency of investigation or pro-
ceeding

If the Attorney General has not provided the
declarant with notice under subsection (b) of
this section or a notice of invalidity pursuant to
section 4204 of this title within the time period
set forth in subsection (e) of this section, the
Attorney General shall notify the declarant in
writing that—

(1) there is a pending investigation or pro-
ceeding in the course of which the declarant’s
allegations are being addressed; or

(2) the declarant’s allegations have not yet
been addressed.

(e) Time for notices
(1) In the case of a valid declaration filed not

more than 3 years after November 29, 1990, the
Attorney General shall send notification to a de-
clarant pursuant to subsection (d) of this section
not later than 3 years after the date of filing of
the declaration.

(2)(A) Subject to subparagraph (B), in the case
of a declaration filed more than 3 years after
November 29, 1990, the Attorney General shall
send notification not later than 1 year after the
date of filing of the declaration.

(B) If the Attorney General certifies that it is
in the interest of the United States to give fur-
ther consideration to the information provided
in the declaration for an additional 90-day pe-
riod, the Attorney General shall so notify the
declarant in writing.
(f) Confidentiality of notices

All notices provided to a declarant under this
section shall be kept confidential by the declar-
ant in the same manner, and subject to the same
penalties, as the declaration under section 4203
of this title.

(Pub. L. 101–647, title XXV, § 2566, Nov. 29, 1990,
104 Stat. 4897.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4203, 4204, 4207,
4208 of this title.

§ 4207. Unreviewed declarations; petition to pur-
sue action as private contractor

(a) Notification
(1) If, pursuant to section 4206(d)(2) of this

title, the Attorney General notifies a declarant
that the declarant’s allegations have not yet
been addressed, the declarant may notify the
Attorney General to award a contract pursuant
to subchapter III of this chapter to pursue the
case.

(2) A declarant’s notification under paragraph
(1) shall be filed with the Attorney General not
later than 30 days after the date of service of no-
tice under section 4206(d)(2) of this title, and the
Attorney General shall respond to the notifica-
tion not later than 30 days after receipt.
(b) Contents of response

In response to a notification under subsection
(a)(1) of this section, the Attorney General
shall—

(1) grant a contract pursuant to subchapter
III of this chapter; or

(2) proceed with an action.
(c) Grant of contract

If the Attorney General decides to grant a con-
tract, the declarant, after consultation with the
Attorney General, shall have the right to select
counsel to prosecute an action, and the declar-
ant and the declarant’s counsel shall act in ac-
cordance with subchapter III of this chapter.

(Pub. L. 101–647, title XXV, § 2567, Nov. 29, 1990,
104 Stat. 4898.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4203 of this title.

§ 4208. Nonreviewability of action by Attorney
General

Notwithstanding any other law, no court shall
have jurisdiction over any claim based on any
action taken by the Attorney General or any re-
fusal to take action under this subchapter, ex-
cept for failure to provide notification under
section 4206 of this title.

(Pub. L. 101–647, title XXV, § 2568, Nov. 29, 1990,
104 Stat. 4898.)

§ 4209. Repealed. Pub. L. 107�273, div. A, title III,
§ 301(c)(3), Nov. 2, 2002, 116 Stat. 1781

Section, Pub. L. 101–647, title XXV, § 2569, Nov. 29,
1990, 104 Stat. 4898, related to Financial Institution In-
formation Award Fund.

§ 4210. Sources of payments to declarants

Notwithstanding any other law, an award
under this chapter 1 may be paid to a declarant,
or to an individual providing information, from
the amounts recovered through civil actions
based in whole or in part on the information
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provided in a valid declaration under this chap-
ter.1

(Pub. L. 101–647, title XXV, § 2570, Nov. 29, 1990,
104 Stat. 4899.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this title’’, and was translated as reading ‘‘this sub-
title’’, meaning subtitle H of title XXV of Pub. L.
101–647, known as the Financial Institutions Anti-Fraud
Enforcement Act of 1990, which is classified principally
to this chapter, as the probable intent of Congress. For
complete classification of subtitle H to the Code, see
Short Title note set out under section 4201 of this title
and Tables.

§ 4211. Repealed. Pub. L. 105�362, title X,
§ 1001(e), Nov. 10, 1998, 112 Stat. 3291

Section, Pub. L. 101–647, title XXV, § 2571, Nov. 29,
1990, 104 Stat. 4899, related to Government accountabil-
ity and public reports on processing of declarations.

§ 4212. Protection for declarants

A declarant under this subchapter shall enjoy
the protections of section 3059A(e) 1 of title 18.

(Pub. L. 101–647, title XXV, § 2572, Nov. 29, 1990,
104 Stat. 4899.)

REFERENCES IN TEXT

Section 3059A(e) of title 18, referred to in text, was re-
pealed by Pub. L. 107–273, div. A, title III, § 301(c)(2),
Nov. 2, 2002, 116 Stat. 1781.

§ 4213. Promulgation of regulations

The Attorney General may promulgate any
rules, regulations, or guidelines that, in the At-
torney General’s judgment, are necessary and
appropriate to the effective administration of
this subchapter.

(Pub. L. 101–647, title XXV, § 2573, Nov. 29, 1990,
104 Stat. 4899.)

SUBCHAPTER II—DECLARATIONS PROVID-
ING UNITED STATES WITH NEW INFOR-
MATION CONCERNING RECOVERY OF AS-
SETS

§ 4221. Filing of confidential declarations by pri-
vate persons identifying specific assets

(a) In general
After the United States obtains a final judg-

ment or settlement in any action referred to in
section 4201 of this title, any person may file a
declaration identifying specific assets which
might be recovered by the United States in sat-
isfaction of that judgment or settlement.
(b) Place of filing

A declaration under subsection (a) of this sec-
tion shall be filed with the Attorney General of
the United States or with an agent designated
by him for receiving declarations under this sec-
tion.

(Pub. L. 101–647, title XXV, § 2576, Nov. 29, 1990,
104 Stat. 4899.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4222, 4223, 4224,
4225, 4226 of this title.

§ 4222. Contents of declarations

A declaration filed pursuant to section 4221 of
this title shall—

(1) set forth the name and address of the de-
clarant and the basis for the declarant’s
knowledge of the facts alleged;

(2) allege under oath or affirmation specific
facts indicating the nature, location, and ap-
proximate dollar value of the asset or assets
and the names of all persons known to the de-
clarant to have possession, custody, or control
of the asset or assets; and

(3) allege under oath or affirmation specific
facts that establish a prima facie case showing
that the asset is legally subject to attach-
ment, garnishment, sequestration, or other
proceeding in satisfaction of the judgment re-
ferred to in section 4221 of this title.

(Pub. L. 101–647, title XXV, § 2577, Nov. 29, 1990,
104 Stat. 4900.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4224, 4225, 4226
of this title.

§ 4223. Confidentiality of declarations

(a) Period of confidentiality
A declarant and the declarant’s agents shall

not disclose the existence or filing of a declara-
tion filed pursuant to section 4221 of this title
until:

(1) the declarant receives notice that the At-
torney General has concluded that an action
should not be pursued under section 4226(b) of
this title;

(2) the declarant receives notice of an award
pursuant to section 4226(c) of this title; or

(3) the declarant is granted a contract to
pursue an action under section 4225(b) or 4227
of this title.

(b) Maintenance of confidentiality to prevent
prejudice

(1) Notwithstanding any other law, the con-
tents of a declaration shall not be disclosed by
the declarant if the disclosure would prejudice
or compromise in any way the completion of
any government investigation or any criminal
or civil case that may arise out of, or make use
of, information contained in a declaration, but
information contained in a declaration may be
disclosed as required by duly issued and author-
ized legal process.

(2) The Attorney General may in a circum-
stance described in paragraph (1) notify a declar-
ant that continued confidentiality is required
under this subsection notwithstanding para-
graph (1) or (2) of subsection (a) of this section.

(c) Loss of rights
A declarant who discloses, except as provided

by this subchapter, the existence or filing of a
declaration or the contents thereof to anyone
other than a duly authorized Federal or State
investigator or the declarant’s attorney shall
immediately lose all rights under this sub-
chapter.

(Pub. L. 101–647, title XXV, § 2578, Nov. 29, 1990,
104 Stat. 4900.)
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1 So in original. Probably should be section ‘‘1833a(c)’’.

1 See References in Text note below.
2 So in original. Probably should be ‘‘judgment,’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4224, 4225, 4226
of this title.

§ 4224. Ineligibility to file valid declarations

(a) In general
A declaration filed pursuant to section 4221 of

this title and in accordance with sections 4222
and 4223 of this title is valid unless—

(1) the declaration is filed by a current or
former officer or employee of a Federal or
State government agency or instrumentality
who discovered or gathered the information in
the declaration, in whole or in part, while act-
ing within the course of the declarant’s gov-
ernment employment;

(2) the declaration is filed by a person who
knowingly participated in the violation of sec-
tion 1517 of title 18 or any of the sections of
title 18 referred to in section 4201 1 of this title,
or any other fraudulent conduct with respect
to which the declaration is made;

(3) the declaration is filed by an institution-
affiliated party (as defined in section 1813(u) of
this title) who withheld information during
the course of any bank examination or inves-
tigation authorized pursuant to section 1820 of
this title which such party owed a fiduciary
duty to disclose;

(4) the declaration is filed by a member of
the immediate family of the individual whose
activities are the subject of the declaration or
where, in the discretion of the Attorney Gen-
eral, it appears the individual could benefit
from the award; or

(5) the declaration identifies an asset or as-
sets the nature, location, or possible recovery
of which has been disclosed to a member of the
public in a criminal, civil, or administrative
proceeding, in a congressional, administrative,
or General Accounting Office report, hearing,
audit or investigation, by any other govern-
ment source, or by the news media, unless the
person providing the declaration is the origi-
nal source of the information.

(b) ��Original source�� defined
For the purposes of subsection (a)(5) of this

section, the term ‘‘original source’’ means a per-
son who has direct and independent knowledge
of the information contained in the declaration
and who voluntarily provided the information to
the government prior to the disclosure.

(c) Notice of invalidity
If the Attorney General determines at any

time that a declaration is invalid under this sec-
tion, that a declaration fails to meet the re-
quirements of section 4222 of this title, or that
a declaration has been disclosed in violation of
section 4223 of this title, the Attorney General
shall notify the person who filed the declaration
in writing that the declaration is invalid, and
the declarant shall not enjoy any of the rights of
the declarant listed in section 4225 or 4226 of this
title.

(Pub. L. 101–647, title XXV, § 2579, Nov. 29, 1990,
104 Stat. 4900.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4225, 4226 of this
title.

§ 4225. Rights of declarants; participation in ac-
tions, awards

(a) In general
A person who has filed a declaration that

meets the requirements of sections 4221 through
4224 of this title shall have the rights stated in
this section.
(b) Civil action

If the Attorney General determines that a pro-
ceeding to recover the asset or assets identified
in the declaration should be referred to private
counsel pursuant to subchapter III of this chap-
ter, the declarant, after consultation with the
Attorney General, shall have the right to select
counsel to prosecute the action, and the declar-
ant and the declarant’s counsel shall act in ac-
cordance with subchapter III of this chapter.
(c) Share of assets

When the United States recovers any asset or
assets specifically identified in a valid declara-
tion filed under section 4221 of this title and the
Attorney General determines that the asset or
assets would not have been recovered if the dec-
laration had not been filed, the declarant shall
have the right to share in the recovery in the
amount of 20 percent to 30 percent of any recov-
ery up to the first $1,000,000 recovered, 10 percent
to 20 percent of the next $4,000,000 recovered, and
5 percent to 10 percent of the next $5,000,000 re-
covered.
(d) Prohibition of double awards

(1) No person shall receive both an award
under this section and a reward under either sec-
tion 1831k of this title or section 3509A 1 of title
18 for providing the same or substantially simi-
lar information.

(2) When a person qualifies for both an award
under this section and a reward under either sec-
tion 1831k of this title or section 3509A 1 of title
18 for providing the same or substantially simi-
lar information, the person may notify the At-
torney General in writing of the person’s elec-
tion to seek an award under this section or a re-
ward under such other section.
(e) Appropriate Federal banking agency excep-

tion
For purposes of this section, funds or assets

acquired by the United States shall not include
any funds or assets acquired by any appropriate
Federal banking agency acting in any capacity
or the Resolution Trust Corporation acting in
any capacity, except for any civil money pen-
alties recovered by a Federal banking agency
through a final judgement,2 order, or settle-
ment.

(Pub. L. 101–647, title XXV, § 2580, Nov. 29, 1990,
104 Stat. 4901.)

REFERENCES IN TEXT

Section 3509A of title 18, referred to in subsec. (d)(1),
probably is a reference to former section 3059A of title
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1 See References in Text note below. 1 See References in Text note below.

18, which was repealed by Pub. L. 107–273, div. A, title
III, § 301(c)(2), Nov. 2, 2002, 116 Stat. 1781.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4223, 4224, 4226,
4241 of this title.

§ 4226. Rights of declarants; notifications; Gov-
ernment accountability

(a) In general
A person who has filed a declaration that

meets the requirements of sections 4221 through
4224 of this title shall have the rights stated in
this section.
(b) Notice of decision not to pursue

If, after review, the Attorney General con-
cludes that the information contained in a dec-
laration should not be pursued in a proceeding
to recover the asset or assets, the Attorney Gen-
eral shall so notify the declarant in writing and
shall provide a brief statement of the reasons
that the declaration will not be pursued.
(c) Judgment, order, or settlement

(1) When the United States obtains a final
judgment, order, or settlement transferring to
the United States title to an asset or assets
identified in a valid declaration filed under sec-
tion 4221 1 of this title, the Attorney General
shall notify the declarant in writing of the entry
of the judgment, order, or settlement.

(2) A notice described in paragraph (1) shall
contain—

(A) the Attorney General’s determination of
the amount of the award due the declarant
under section 4225(c) of this title upon recov-
ery by the United States; and

(B) a short statement of reasons for the
amount of the award.

(d) Notice of pendency of investigation or pro-
ceeding

(1) Subject to paragraph (2), if the Attorney
General has not provided the declarant with no-
tice under subsection (b) of this section or a no-
tice of invalidity pursuant to section 4224 of this
title within 1 year after the date of filing of the
declaration, the Attorney General shall notify
the declarant in writing that—

(A) there is a pending investigation or pro-
ceeding in the course of which the declarant’s
allegations are being addressed; or

(B) the declarant’s allegations have not yet
been addressed.

(2) If the Attorney General certifies that it is
in the interest of the United States to give fur-
ther consideration to the information provided
in the declaration for an additional 90-day pe-
riod, the Attorney General shall so notify the
declarant in writing.
(e) Confidentiality of notices

All notices provided to a declarant under this
section shall be kept confidential by the declar-
ant in the same manner, and subject to the same
penalties, as the declaration under section 4223
of this title.

(Pub. L. 101–647, title XXV, § 2581, Nov. 29, 1990,
104 Stat. 4902.)

REFERENCES IN TEXT

Section 4221 of this title, referred to in subsec. (c)(1),
was in the original ‘‘section 831’’, and was translated as
reading ‘‘section 2576’’, meaning section 2576 of Pub. L.
101–647, as the probable intent of Congress, because
Pub. L. 101–647 does not contain a section 831.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4223, 4224, 4227,
4228 of this title.

§ 4227. Unreviewed declarations; petition to pur-
sue action as private contractor

(a) Notification
(1) If, pursuant to section 4226(d)(1)(B) of this

title, the Attorney General notifies a declarant
that the declarant’s allegations have not yet
been addressed, the declarant may notify the
Attorney General to award a contract pursuant
to subchapter III of this chapter to pursue the
case.

(2) A declarant’s notification under paragraph
(1) shall be filed with the Attorney General not
later than 30 days after the date of service of no-
tice under section 4226(d)(1)(B) of this title, and
the Attorney General shall respond to the noti-
fication not later than 30 days after receipt.
(b) Contents of response

In response to a notification under subsection
(a)(1) of this section, the Attorney General
shall—

(1) grant a contract pursuant to subchapter
III of this chapter; or

(2) proceed with an action.
(c) Grant of contract

If the Attorney General decides to grant a con-
tract, the declarant, after consultation with the
Attorney General, shall have the right to select
counsel to prosecute an action, and the declar-
ant and the declarant’s counsel shall act in ac-
cordance with subchapter III of this chapter.

(Pub. L. 101–647, title XXV, § 2582, Nov. 29, 1990,
104 Stat. 4903.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4223 of this title.

§ 4228. Nonreviewability of action by Attorney
General

Notwithstanding any other law, no court shall
have jurisdiction over any claim based on any
action taken by the Attorney General or any re-
fusal to take action under this subchapter, ex-
cept for failure to provide notification under
section 4226 of this title.

(Pub. L. 101–647, title XXV, § 2583, Nov. 29, 1990,
104 Stat. 4903.)

§ 4229. Protection for declarants

A declarant under this subchapter shall enjoy
the protections of section 3059A(e) 1 of title 18.

(Pub. L. 101–647, title XXV, § 2584, Nov. 29, 1990,
104 Stat. 4903.)

REFERENCES IN TEXT

Section 3059A(e) of title 18, referred to in text, was re-
pealed by Pub. L. 107–273, div. A, title III, § 301(c)(2),
Nov. 2, 2002, 116 Stat. 1781.
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§ 4230. Promulgation of regulations

The Attorney General may promulgate any
rules, regulations, or guidelines that, in the At-
torney General’s judgment, are necessary and
appropriate to the effective administration of
this subchapter.

(Pub. L. 101–647, title XXV, § 2585, Nov. 29, 1990,
104 Stat. 4903.)

SUBCHAPTER III—USE OF PRIVATE LEGAL
RESOURCES

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 4205, 4207,
4225, 4227 of this title.

§ 4241. Authority to enter into contracts for pri-
vate counsel

(a) In general
The Attorney General may enter into con-

tracts retaining private counsel to furnish legal
services, including representation in investiga-
tion, negotiation, compromise, settlement, liti-
gation, and execution of judgments in the case
of any civil action referred to in section 4201 of
this title or section 4225 of this title.
(b) Terms and conditions

Each contract under subsection (a) of this sec-
tion shall include the provisions described in
section 4244 of this title and such other terms
and conditions as the Attorney General consid-
ers necessary and appropriate to protect the in-
terests of the United States.
(c) Limitation of fee

The amount of the contingency fee payable for
legal services furnished under a contract de-
scribed in subsection (a) of this section shall not
exceed the contingency fee that counsel engaged
in the private practice of law in the jurisdiction
wherein the legal services are furnished typi-
cally charge clients for furnishing the same or
comparable legal services.
(d) Contingent fees

Notwithstanding section 3302(b) of title 31, a
contract under this section shall provide that a
fee that the United States pays private counsel
for services is payable from the amount recov-
ered and shall be based on a percentage of the
civil penalties or assets recovered.

(Pub. L. 101–647, title XXV, § 2588, Nov. 29, 1990,
104 Stat. 4905.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4242, 4243, 4244,
4245 of this title.

§ 4242. Contract decisions nonreviewable

Notwithstanding any other law, no court shall
have jurisdiction over any claim based on the
Attorney General’s decision to refuse to enter
into a contract for legal services referred to in
section 4241 of this title.

(Pub. L. 101–647, title XXV, § 2589, Nov. 29, 1990,
104 Stat. 4905.)

§ 4243. Representation

Notwithstanding sections 516, 518(b), 519, and
547(2) of title 28, private counsel retained under

section 4241 of this title may represent the
United States in litigation in connection with
legal services furnished pursuant to the contract
entered into with that counsel, subject to the re-
quirements specified in section 4244 of this title.

(Pub. L. 101–647, title XXV, § 2590, Nov. 29, 1990,
104 Stat. 4906.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4243 of this title.

§ 4244. Contract provisions

A contract made with a private counsel under
section 4241 of this title shall include—

(1) a provision permitting the Attorney Gen-
eral to terminate either the contract or the
private counsel’s representation of the United
States in particular cases if the Attorney Gen-
eral finds that such action is in the best inter-
ests of the United States;

(2) a provision requiring private counsel to
transmit monthly to the Attorney General a
report on the services relating to matters han-
dled pursuant to the contract during the pre-
ceding month and the progress made during
that period; and

(3) a provision requiring that the initiation,
settlement, dismissal, or compromise of a
claim be approved by a duly appointed officer
of the United States.

(Pub. L. 101–647, title XXV, § 2591, Nov. 29, 1990,
104 Stat. 4906.)

§ 4245. Counterclaims

Any counterclaim filed in any action brought
on behalf of the United States by private coun-
sel retained under section 4241 of this title may
not be asserted unless the counterclaim has
been served directly on the Attorney General
and the United States Attorney for the judicial
district in which, or embracing the place in
which, the action is pending. Such service shall
be made in accordance with the rules of proce-
dure of the court in which the action on behalf
of the United States is pending.

(Pub. L. 101–647, title XXV, § 2592, Nov. 29, 1990,
104 Stat. 4906.)

§ 4246. Awards of costs and fees to prevailing
plaintiff

When the United States, through private coun-
sel retained under this subchapter, prevails in
any civil action, the court, in its discretion,
may allow the United States reasonable attor-
ney’s fees and other expenses of litigation as
part of the costs.

(Pub. L. 101–647, title XXV, § 2593, Nov. 29, 1990,
104 Stat. 4906.)

§ 4247. Promulgation of regulations

The Attorney General may promulgate any
rules, regulations, or guidelines that, in the At-
torney General’s judgment, are necessary and
appropriate to the effective administration of
this subchapter.

(Pub. L. 101–647, title XXV, § 2594, Nov. 29, 1990,
104 Stat. 4906.)
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§ 4301. Findings and purpose

(a) Findings
The Congress hereby finds that economic sta-

bility would be enhanced, competition between
depository institutions would be improved, and
the ability of the consumer to make informed
decisions regarding deposit accounts, and to ver-
ify accounts, would be strengthened if there was
uniformity in the disclosure of terms and condi-
tions on which interest is paid and fees are as-
sessed in connection with such accounts.
(b) Purpose

It is the purpose of this chapter to require the
clear and uniform disclosure of—

(1) the rates of interest which are payable on
deposit accounts by depository institutions;
and

(2) the fees that are assessable against de-
posit accounts,

so that consumers can make a meaningful com-
parison between the competing claims of deposi-
tory institutions with regard to deposit ac-
counts.

(Pub. L. 102–242, title II, § 262, Dec. 19, 1991, 105
Stat. 2334.)

SHORT TITLE

Section 261 of Pub. L. 102–242 provided that: ‘‘This
subtitle [subtitle F (§§ 261–274) of title II of Pub. L.
102–242, enacting this chapter] may be cited as the
‘Truth in Savings Act’.’’

SEPARABILITY

If any provision of Pub. L. 102–242 or any application
of any provision thereof to any person or circumstance
is held invalid, the remainder of Pub. L. 102–242 and the
application of any remaining provision of such Act to
any other person or circumstance not to be affected by
such holding, see section 481 of Pub. L. 102–242, set out
as a note under section 1811 of this title.

§ 4302. Disclosure of interest rates and terms of
accounts

(a) In general
Except as provided in subsections (b) and (c) of

this section, each advertisement, announce-
ment, or solicitation initiated by any depository
institution or deposit broker relating to any de-
mand or interest-bearing account offered by an
insured depository institution which includes
any reference to a specific rate of interest pay-
able on amounts deposited in such account, or to
a specific yield or rate of earnings on amounts
so deposited, shall state the following informa-
tion, to the extent applicable, in a clear and
conspicuous manner:

(1) The annual percentage yield.
(2) The period during which such annual per-

centage yield is in effect.
(3) All minimum account balance and time

requirements which must be met in order to
earn the advertised yield (and, in the case of
accounts for which more than 1 yield is stated,
each annual percentage yield and the account
minimum balance requirement associated
with each such yield shall be in close proxim-
ity and have equal prominence).

(4) The minimum amount of the initial de-
posit which is required to open the account in
order to obtain the yield advertised, if such
minimum amount is greater than the mini-
mum balance necessary to earn the advertised
yield.

(5) A statement that regular fees or other
conditions could reduce the yield.

(6) A statement that an interest penalty is
required for early withdrawal.

(b) Broadcast and electronic media and outdoor
advertising exception

The Board may, by regulation, exempt adver-
tisements, announcements, or solicitations
made by any broadcast or electronic medium or
outdoor advertising display not on the premises
of the depository institution from any disclo-
sure requirements described in paragraph (4) or
(5) of subsection (a) of this section if the Board
finds that any such disclosure would be unneces-
sarily burdensome.
(c) Disclosure required for on-premises displays

The disclosure requirements contained in this
section shall not apply to any sign (including a
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rate board) disclosing a rate or rates of interest
which is displayed on the premises of the deposi-
tory institution if such sign contains—

(1) the accompanying annual percentage
yield; and

(2) a statement that the consumer should re-
quest further information from an employee of
the depository institution concerning the fees
and terms applicable to the advertised ac-
count.

(d) Misleading descriptions of free or no-cost ac-
counts prohibited

No advertisement, announcement, or solicita-
tion made by any depository institution or de-
posit broker may refer to or describe an account
as a free or no-cost account (or words of similar
meaning) if—

(1) in order to avoid fees or service charges
for any period—

(A) a minimum balance must be main-
tained in the account during such period; or

(B) the number of transactions during such
period may not exceed a maximum number;
or

(2) any regular service or transaction fee is
imposed.

(e) Misleading or inaccurate advertisements, etc.,
prohibited

No depository institution or deposit broker
shall make any advertisement, announcement,
or solicitation relating to a deposit account that
is inaccurate or misleading or that misrepre-
sents its deposit contracts.

(Pub. L. 102–242, title II, § 263, Dec. 19, 1991, 105
Stat. 2334; Pub. L. 102–550, title IX, § 957(a), Oct.
28, 1992, 106 Stat. 3896; Pub. L. 104–208, div. A,
title II, § 2604(b), Sept. 30, 1996, 110 Stat.
3009–471.)

AMENDMENTS

1996—Subsec. (c). Pub. L. 104–208 redesignated par. (1)
as entire subsec. (c) and subpars. (A) and (B) of former
par. (1) as pars. (1) and (2), respectively, and struck out
former par. (1) heading and heading and text of former
par. (2). Text of former par. (2) read as follows: ‘‘For
purposes of paragraph (1), a sign shall only be consid-
ered to be displayed on the premises of a depository in-
stitution if the sign is designed to be viewed only from
the interior of the premises of the depository institu-
tion.’’

1992—Subsec. (a). Pub. L. 102–550, § 957(a)(1), sub-
stituted ‘‘subsections (b) and (c)’’ for ‘‘subsection (b)’’.

Subsecs. (c) to (e). Pub. L. 102–550, § 957(a)(2), (3),
added subsec. (c) and redesignated former subsecs. (c)
and (d) as (d) and (e), respectively.

§ 4303. Account schedule

(a) In general
Each depository institution shall maintain a

schedule of fees, charges, interest rates, and
terms and conditions applicable to each class of
accounts offered by the depository institution,
in accordance with the requirements of this sec-
tion and regulations which the Board shall pre-
scribe. The Board shall specify, in regulations,
which fees, charges, penalties, terms, condi-
tions, and account restrictions must be included
in a schedule required under this subsection. A
depository institution need not include in such
schedule any information not specified in such
regulation.

(b) Information on fees and charges
The schedule required under subsection (a) of

this section with respect to any account shall
contain the following information:

(1) A description of all fees, periodic service
charges, and penalties which may be charged
or assessed against the account (or against the
account holder in connection with such ac-
count), the amount of any such fees, charge, or
penalty (or the method by which such amount
will be calculated), and the conditions under
which any such amount will be assessed.

(2) All minimum balance requirements that
affect fees, charges, and penalties, including a
clear description of how each such minimum
balance is calculated.

(3) Any minimum amount required with re-
spect to the initial deposit in order to open
the account.

(c) Information on interest rates
The schedule required under subsection (a) of

this section with respect to any account shall
include the following information:

(1) Any annual percentage yield.
(2) The period during which any such annual

percentage yield will be in effect.
(3) Any annual rate of simple interest.
(4) The frequency with which interest will be

compounded and credited.
(5) A clear description of the method used to

determine the balance on which interest is
paid.

(6) The information described in paragraphs
(1) through (4) with respect to any period after
the end of the period referred to in paragraph
(2) (or the method for computing any informa-
tion described in any such paragraph), if appli-
cable.

(7) Any minimum balance which must be
maintained to earn the rates and obtain the
yields disclosed pursuant to this subsection
and a clear description of how any such mini-
mum balance is calculated.

(8) A clear description of any minimum time
requirement which must be met in order to ob-
tain the yields disclosed pursuant to this sub-
section and any information described in para-
graph (1), (2), (3), or (4) that will apply if any
time requirement is not met.

(9) A statement, if applicable, that any in-
terest which has accrued but has not been
credited to an account at the time of a with-
drawal from the account will not be paid by
the depository institution or credited to the
account by reason of such withdrawal.

(10) Any provision or requirement relating to
nonpayment of interest, including any charge
or penalty for early withdrawal, and the condi-
tions under which any such charge or penalty
may be assessed.

(d) Other information
The schedule required under subsection (a) of

this section shall include such other disclosures
as the Board may determine to be necessary to
allow consumers to understand and compare ac-
counts, including frequency of interest rate ad-
justments, account restrictions, and renewal
policies for time accounts.
(e) Style and format

Schedules required under subsection (a) of this
section shall be written in clear and plain lan-
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guage and be presented in a format designed to
allow consumers to readily understand the
terms of the accounts offered.

(Pub. L. 102–242, title II, § 264, Dec. 19, 1991, 105
Stat. 2335.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4305 of this title.

§ 4304. Disclosure requirements for certain ac-
counts

The Board shall require, in regulations which
the Board shall prescribe, such modification in
the disclosure requirements under this chapter
relating to annual percentage yield as may be
necessary to carry out the purposes of this chap-
ter in the case of—

(1) accounts with respect to which deter-
mination of annual percentage yield is based
on an annual rate of interest that is guaran-
teed for a period of less than 1 year;

(2) variable rate accounts;
(3) accounts which, pursuant to law, do not

guarantee payment of a stated rate;
(4) multiple rate accounts; and
(5) accounts with respect to which deter-

mination of annual percentage yield is based
on an annual rate of interest that is guaran-
teed for a stated term.

(Pub. L. 102–242, title II, § 265, Dec. 19, 1991, 105
Stat. 2336; Pub. L. 102–550, title XVI,
§ 1604(e)(2)(A), Oct. 28, 1992, 106 Stat. 4084.)

AMENDMENTS

1992—Pub. L. 102–550 made technical amendment to
references to ‘‘this chapter’’ wherever appearing to re-
flect correction of corresponding provision of original
act.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.

§ 4305. Distribution of schedules

(a) In general
A schedule required under section 4303 of this

title for an appropriate account shall be—
(1) made available to any person upon re-

quest;
(2) provided to any potential customer be-

fore an account is opened or a service is ren-
dered; and

(3) provided to the depositor, in the case of
any time deposit which has a maturity of
more than 30 days 1 is renewable at maturity
without notice from the depositor, at least 30
days before the date of maturity.

(b) Distribution in case of certain initial deposits
If—

(1) a depositor is not physically present at
an office of a depository institution at the
time an initial deposit is accepted with re-
spect to an account established by or for such
person; and

(2) the schedule required under section
4303(a) of this title has not been furnished pre-
viously to such depositor,

the depository institution shall mail the sched-
ule to the depositor at the address shown on the
records of the depository institution for such ac-
count no later than 10 days after the date of the
initial deposit.

(c) Distribution of notice of certain changes
If—

(1) any change is made in any term or condi-
tion which is required to be disclosed in the
schedule required under section 4303(a) of this
title with respect to any account; and

(2) the change may reduce the yield or ad-
versely affect any holder of the account,

all account holders who may be affected by such
change shall be notified and provided with a de-
scription of the change by mail at least 30 days
before the change takes effect.

(d) Distribution in case of accounts established
by more than 1 individual or by a group

If an account is established by more than 1 in-
dividual or for a person other than an individ-
ual, any distribution described in this section
with respect to such account meets the require-
ments of this section if the distribution is made
to 1 of the individuals who established the ac-
count or 1 individual representative of the per-
son on whose behalf such account was estab-
lished.

(e) Notice to account holders as of effective date
of regulations

For any account for which the depository in-
stitution delivers an account statement on a
quarterly or more frequent basis, the depository
institution shall include on or with the first reg-
ularly scheduled mailing sent after the end of
the 6-month period beginning on the date of pub-
lication of regulations issued by the Board in
final form, a statement that the account holder
has the right to request an account schedule
containing the terms, charges, and interest
rates of the account, and that the account hold-
er may wish to request such an account sched-
ule.

(Pub. L. 102–242, title II, § 266, Dec. 19, 1991, 105
Stat. 2337; Pub. L. 102–550, title XVI, § 1604(e)(1),
Oct. 28, 1992, 106 Stat. 4084; Pub. L. 104–208, div.
A, title II, § 2604(d), Sept. 30, 1996, 110 Stat.
3009–471.)

AMENDMENTS

1996—Subsec. (a)(3). Pub. L. 104–208 inserted ‘‘has a
maturity of more than 30 days’’ after ‘‘deposit which’’.

1992—Subsec. (e). Pub. L. 102–550 substituted ‘‘on or
with the first regularly scheduled mailing sent after
the end of the 6-month period beginning on the date of
publication’’ for ‘‘on or with any regularly scheduled
mailing posted or delivered within 180 days after publi-
cation’’.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.
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§ 4306. Payment of interest

(a) Calculated on full amount of principal
Interest on an interest-bearing account at any

depository institution shall be calculated by
such institution on the full amount of principal
in the account for each day of the stated cal-
culation period at the rate or rates of interest
disclosed pursuant to this chapter.
(b) No particular method of compounding inter-

est required
Subsection (a) of this section shall not be con-

strued as prohibiting or requiring the use of any
particular method of compounding or crediting
of interest.
(c) Date by which interest must accrue

Interest on accounts that are subject to this
chapter shall begin to accrue not later than the
business day specified for interest-bearing ac-
counts in section 4005 of this title, subject to
subsections (b) and (c) of such section.

(Pub. L. 102–242, title II, § 267, Dec. 19, 1991, 105
Stat. 2338; Pub. L. 102–550, title XVI,
§ 1604(e)(2)(B), (C), Oct. 28, 1992, 106 Stat. 4084.)

AMENDMENTS

1992—Subsecs. (a), (c). Pub. L. 102–550 made technical
amendment to references to ‘‘this chapter’’ to reflect
correction of corresponding provision of original act.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.

§ 4307. Periodic statements

Each depository institution shall include on or
with each periodic statement provided to each
account holder at such institution a clear and
conspicuous disclosure of the following informa-
tion with respect to such account:

(1) The annual percentage yield earned.
(2) The amount of interest earned.
(3) The amount of any fees or charges im-

posed.
(4) The number of days in the reporting pe-

riod.

(Pub. L. 102–242, title II, § 268, Dec. 19, 1991, 105
Stat. 2338.)

§ 4308. Regulations

(a) In general
(1) Regulations required

Before the end of the 9-month period begin-
ning on December 19, 1991, the Board, after
consultation with each agency referred to in
section 4309(a) of this title and public notice
and opportunity for comment, shall prescribe
regulations to carry out the purpose and pro-
visions of this chapter.
(2) Effective date of regulations

The regulations prescribed under paragraph
(1) shall take effect not later than 9 months
after publication in final form.
(3) Contents of regulations

The regulations prescribed under paragraph
(1) may contain such classifications, differen-

tiations, or other provisions, and may provide
for such adjustments and exceptions for any
class of accounts as, in the judgment of the
Board, are necessary or proper to carry out
the purposes of this chapter, to prevent cir-
cumvention or evasion of the requirements of
this chapter, or to facilitate compliance with
the requirements of this chapter.
(4) Date of applicability

The provisions of this chapter shall not
apply with respect to any depository institu-
tion before the effective date of regulations
prescribed by the Board under this subsection
(or by the National Credit Union Administra-
tion Board under section 4311(b) 1 of this title,
in the case of any depository institution de-
scribed in clause (iv) of section 461(b)(1)(A) of
this title).

(b) Model forms and clauses
(1) In general

The Board shall publish model forms and
clauses for common disclosures to facilitate
compliance with this chapter. In devising such
forms, the Board shall consider the use by de-
pository institutions of data processing or
similar automated machines.
(2) Use of forms and clauses deemed in compli-

ance
Nothing in this chapter may be construed to

require a depository institution to use any
such model form or clause prescribed by the
Board under this subsection. A depository in-
stitution shall be deemed to be in compliance
with the disclosure provisions of this chapter
if the depository institution—

(A) uses any appropriate model form or
clause as published by the Board; or

(B) uses any such model form or clause and
changes it by—

(i) deleting any information which is not
required by this chapter; or

(ii) rearranging the format,

if in making such deletion or rearranging
the format, the depository institution does
not affect the substance, clarity, or mean-
ingful sequence of the disclosure.

(3) Public notice and opportunity for comment
Model disclosure forms and clauses shall be

adopted by the Board after duly given notice
in the Federal Register and an opportunity for
public comment in accordance with section 553
of title 5.

(Pub. L. 102–242, title II, § 269, Dec. 19, 1991, 105
Stat. 2338; Pub. L. 102–550, title IX, § 957(b), title
XVI, § 1604(e)(2)(D)–(H), Oct. 28, 1992, 106 Stat.
3897, 4084.)

REFERENCES IN TEXT

Section 4311(b) of this title, referred to in subsec.
(a)(4), was in the original ‘‘section 12(b)’’, probably
meaning section 12(b) of Pub. L. 102–242, and was trans-
lated as meaning section 272(b) of Pub. L. 102–242, to re-
flect the probable intent of Congress.

AMENDMENTS

1992—Pub. L. 102–550, § 1604(e)(2)(D)–(H), made tech-
nical amendment to references to ‘‘this chapter’’ wher-
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ever appearing to reflect correction of corresponding
provision of original act.

Subsec. (a)(2). Pub. L. 102–550, § 957(b), substituted ‘‘9
months’’ for ‘‘6 months’’.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by section 1604 of Pub. L. 102–550 effec-
tive as if included in the Federal Deposit Insurance
Corporation Improvement Act of 1991, Pub. L. 102–242,
as of Dec. 19, 1991, see section 1609(a) of Pub. L. 102–550,
set out as a note under section 191 of this title.

§ 4309. Administrative enforcement

(a) In general
Compliance with the requirements imposed

under this chapter shall be enforced under—
(1) section 8 of the Federal Deposit Insur-

ance Act [12 U.S.C. 1818]—
(A) by the appropriate Federal banking

agency (as defined in section 3(q) of the Fed-
eral Deposit Insurance Act [12 U.S.C.
1813(q)]) in the case of insured depository in-
stitutions (as defined in section 3(c)(2) of
such Act [12 U.S.C. 1813(c)(2)]);

(B) by the Federal Deposit Insurance Cor-
poration in the case of depository institu-
tions described in clause (i), (ii), or (iii) of
section 19(b)(1)(A) of the Federal Reserve
Act [12 U.S.C. 461(b)(1)(A)] which are not in-
sured depository institutions (as defined in
section 3(c)(2) of the Federal Deposit Insur-
ance Act [12 U.S.C. 1813(c)(2)]); and

(C) by the Director of the Office of Thrift
Supervision in the case of depository insti-
tutions described in clause (v) and or (vi) of
section 19(b)(1)(A) of the Federal Reserve
Act [12 U.S.C. 461(b)(1)(A)] which are not in-
sured depository institutions (as defined in
section 3(c)(2) of the Federal Deposit Insur-
ance Act [12 U.S.C. 1813(c)(2)]); and

(2) the Federal Credit Union Act [12 U.S.C.
1751 et seq.], by the National Credit Union Ad-
ministration Board in the case of depository
institutions described in clause (iv) of section
19(b)(1)(A) of the Federal Reserve Act [12
U.S.C. 461(b)(1)(A)].

(b) Additional enforcement powers
(1) Violation of this chapter treated as viola-

tion of other Acts
For purposes of the exercise by any agency

referred to in subsection (a) of this section of
such agency’s powers under any Act referred
to in such subsection, a violation of a require-
ment imposed under this chapter shall be
deemed to be a violation of a requirement im-
posed under that Act.
(2) Enforcement authority under other Acts

In addition to the powers of any agency re-
ferred to in subsection (a) of this section under
any provision of law specifically referred to in
such subsection, each such agency may exer-
cise, for purposes of enforcing compliance with
any requirement imposed under this chapter,
any other authority conferred on such agency
by law.

(c) Regulations by agencies other than the Board
The authority of the Board to issue regula-

tions under this chapter does not impair the au-
thority of any other agency referred to in sub-

section (a) of this section to make rules regard-
ing its own procedures in enforcing compliance
with the requirements imposed under this chap-
ter.

(Pub. L. 102–242, title II, § 270, Dec. 19, 1991, 105
Stat. 2339; Pub. L. 102–550, title XVI,
§ 1604(e)(2)(I)–(K), (3), (4), Oct. 28, 1992, 106 Stat.
4084.)

REFERENCES IN TEXT

The Federal Credit Union Act, referred to in subsec.
(a)(2), is act June 26, 1934, ch. 750, 48 Stat. 1216, as
amended, which is classified generally to chapter 14
(§ 1751 et seq.) of this title. For complete classification
of this Act to the Code, see section 1751 of this title and
Tables.

AMENDMENTS

1992—Pub. L. 102–550 made technical amendment to
references to ‘‘this chapter’’ wherever appearing to re-
flect correction of corresponding provision of original
act.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4308 of this title.

§ 4310. Repealed. Pub. L. 104�208, div. A, title II,
§ 2604(a), Sept. 30, 1996, 110 Stat. 3009�470

Section, Pub. L. 102–242, title II, § 271, Dec. 19, 1991, 105
Stat. 2340; Pub. L. 102–550, title XVI, § 1604(e)(2)(L)–(O),
Oct. 28, 1992, 106 Stat. 4084, related to civil liability for
depository institutions which failed to comply with
any requirements of chapter or regulations with re-
spect to account holders.

EFFECTIVE DATE OF REPEAL

Pub. L. 104–208, div. A, title II, § 2604(a), Sept. 30, 1996,
110 Stat. 3009–470, provided that: ‘‘Effective as of the
end of the 5-year period beginning on the date of the
enactment of this Act [Sept. 30, 1996], section 271 of the
Truth in Savings Act (12 U.S.C. 4310) is repealed.’’

§ 4311. Credit unions

(a) In general
No regulation prescribed by the Board under

this chapter shall apply directly with respect to
any depository institution described in clause
(iv) of section 461(b)(1)(A) of this title.
(b) Regulations prescribed by NCUA

Within 90 days of the effective date of any reg-
ulation prescribed by the Board under this chap-
ter, the National Credit Union Administration
Board shall prescribe a regulation substantially
similar to the regulation prescribed by the
Board taking into account the unique nature of
credit unions and the limitations under which
they may pay dividends on member accounts.

(Pub. L. 102–242, title II, § 272, Dec. 19, 1991, 105
Stat. 2342; Pub. L. 102–550, title XVI,
§ 1604(e)(2)(P), (Q), Oct. 28, 1992, 106 Stat. 4084.)

AMENDMENTS

1992—Pub. L. 102–550 made technical amendment to
references to ‘‘this chapter’’ wherever appearing to re-
flect correction of corresponding provision of original
act.
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EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4308 of this title.

§ 4312. Effect on State law

The provisions of this chapter do not super-
sede any provisions of the law of any State re-
lating to the disclosure of yields payable or
terms for accounts to the extent such State law
requires the disclosure of such yields or terms
for accounts, except to the extent that those
laws are inconsistent with the provisions of this
chapter, and then only to the extent of the in-
consistency. The Board may determine whether
such inconsistencies exist.

(Pub. L. 102–242, title II, § 273, Dec. 19, 1991, 105
Stat. 2342; Pub. L. 102–550, title XVI,
§ 1604(e)(2)(R), Oct. 28, 1992, 106 Stat. 4084.)

AMENDMENTS

1992—Pub. L. 102–550 made technical amendment to
references to ‘‘this chapter’’ wherever appearing to re-
flect correction of corresponding provision of original
act.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.

§ 4313. Definitions

For the purposes of this chapter—
(1) Account

The term ‘‘account’’ means any account in-
tended for use by and generally used by con-
sumers primarily for personal, family, or
household purposes that is offered by a deposi-
tory institution into which a consumer depos-
its funds, including demand accounts, time ac-
counts, negotiable order of withdrawal ac-
counts, and share draft accounts.
(2) Annual percentage yield

The term ‘‘annual percentage yield’’ means
the total amount of interest that would be re-
ceived on a $100 deposit, based on the annual
rate of simple interest and the frequency of
compounding for a 365-day period, expressed as
a percentage calculated by a method which
shall be prescribed by the Board in regula-
tions.
(3) Annual rate of simple interest

The term ‘‘annual rate of simple interest’’—
(A) means the annualized rate of interest

paid with respect to each compounding pe-
riod, expressed as a percentage; and

(B) may be referred to as the ‘‘annual per-
centage rate’’.

(4) Board
The term ‘‘Board’’ means the Board of Gov-

ernors of the Federal Reserve System.
(5) Deposit broker

The term ‘‘deposit broker’’—

(A) has the meaning given to such term in
section 1831f(f)(1) 1 of this title; and

(B) includes any person who solicits any
amount from any other person for deposit in
an insured depository institution.

(6) Depository institution
The term ‘‘depository institution’’ has the

meaning given such term in clauses (i)
through (vi) of section 461(b)(1)(A) of this title,
but does not include any nonautomated credit
union that was not required to comply with
the requirements of this chapter 1 as of Sep-
tember 30, 1996, pursuant to the determination
of the National Credit Union Administration
Board.

(7) Interest
The term ‘‘interest’’ includes dividends paid

with respect to share draft accounts which are
accounts within the meaning of paragraph (3).

(8) Multiple rate account
The term ‘‘multiple rate account’’ means

any account that has 2 or more annual rates of
simple interest which take effect at the same
time or in succeeding periods and which are
known at the time of disclosure.

(Pub. L. 102–242, title II, § 274, Dec. 19, 1991, 105
Stat. 2342; Pub. L. 102–550, title XVI,
§ 1604(e)(2)(S), Oct. 28, 1992, 106 Stat. 4084; Pub. L.
103–325, title III, § 332, Sept. 23, 1994, 108 Stat.
2232; Pub. L. 104–208, div. A, title II, § 2604(c),
Sept. 30, 1996, 110 Stat. 3009–471.)

REFERENCES IN TEXT

Section 1831f(f)(1) of this title, referred to in par.
(5)(A), was redesignated section 1831f(g)(1) of this title
by Pub. L. 102–242, title III, § 301(a)(4), Dec. 19, 1991, 105
Stat. 2344.

This chapter, referred to in par. (6), was in the origi-
nal ‘‘this title’’, and was translated as meaning ‘‘this
subtitle’’, which is subtitle F of title II of Pub. L.
102–242, Dec. 19, 1991, 105 Stat. 2334, which enacted this
chapter, to reflect the probable intent of Congress.

AMENDMENTS

1996—Par. (6). Pub. L. 104–208 inserted before period at
end ‘‘, but does not include any nonautomated credit
union that was not required to comply with the re-
quirements of this chapter as of September 30, 1996,
pursuant to the determination of the National Credit
Union Administration Board’’.

1994—Par. (1). Pub. L. 103–325 amended par. (1) gener-
ally. Prior to amendment, par. (1) read as follows: ‘‘The
term ‘account’ means any account offered to 1 or more
individuals or an unincorporated nonbusiness associa-
tion of individuals by a depository institution into
which a customer deposits funds, including demand ac-
counts, time accounts, negotiable order of withdrawal
accounts, and share draft accounts.’’

1992—Pub. L. 102–550 made technical amendment to
reference to ‘‘this chapter’’ in introductory provisions
to reflect correction of corresponding provision of
original act.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.
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CHAPTER 45�PAYMENT SYSTEM RISK
REDUCTION

SUBCHAPTER I—BILATERAL AND CLEARING
ORGANIZATION NETTING

Sec.
4401. Findings and purpose.
4402. Definitions.
4403. Bilateral netting.

(a) General rule.
(b) Limitation on obligation to make

payment.
(c) Limitation on right to receive pay-

ment.
(d) Payment of net entitlement of failed

financial institution.
(e) Effectiveness notwithstanding status

as financial institution.
4404. Clearing organization netting.

(a) General netting rule.
(b) Limitation of obligation to make pay-

ment.
(c) Limitation on right to receive pay-

ment.
(d) Entitlement of failed members.
(e) Obligations of failed members.
(f) Limitation on claims for entitlement.
(g) Effectiveness notwithstanding status

as member.
4405. Preemption.
4406. Relationship to other payments systems.
4407. National emergencies.

SUBCHAPTER II—MULTILATERAL CLEARING
ORGANIZATIONS

4421. Definitions.
4422. Multilateral clearing organizations.

(a) In general.
(b) Clearing organizations.

SUBCHAPTER I—BILATERAL AND
CLEARING ORGANIZATION NETTING

§ 4401. Findings and purpose

The Congress finds that—
(1) many financial institutions engage daily

in thousands of transactions with other finan-
cial institutions directly and through clearing
organizations;

(2) the efficient processing of such trans-
actions is essential to a smoothly functioning
economy;

(3) such transactions can be processed most
efficiently if, consistent with applicable con-
tractual terms, obligations among financial
institutions are netted;

(4) such netting procedures would reduce the
systemic risk within the banking system and
financial markets; and

(5) the effectiveness of such netting proce-
dures can be assured only if they are recog-
nized as valid and legally binding in the event
of the closing of a financial institution par-
ticipating in the netting procedures.

(Pub. L. 102–242, title IV, § 401, Dec. 19, 1991, 105
Stat. 2371.)

SEPARABILITY

If any provision of Pub. L. 102–242 or any application
of any provision thereof to any person or circumstance
is held invalid, the remainder of Pub. L. 102–242 and the
application of any remaining provision of such Act to
any other person or circumstance not to be affected by
such holding, see section 481 of Pub. L. 102–242, set out
as a note under section 1811 of this title.

§ 4402. Definitions

For purposes of this subchapter—
(1) Broker or dealer

The term ‘‘broker or dealer’’ means—
(A) any company that is registered or li-

censed under Federal or State law to engage
in the business of brokering, underwriting,
or dealing in securities in the United States;
and

(B) to the extent consistent with this
title,1 as determined by the Board of Gov-
ernors of the Federal Reserve System, any
company that is an affiliate of a company
described in subparagraph (A) and that is en-
gaged in the business of entering into net-
ting contracts.

(2) Clearing organization
The term ‘‘clearing organization’’ means a

clearinghouse, clearing association, clearing
corporation, or similar organization—

(A) that provides clearing, netting, or set-
tlement services for its members and—

(i) in which all members other than the
clearing organization itself are financial
institutions or other clearing organiza-
tions; or

(ii) which is registered as a clearing
agency under the Securities Exchange Act
of 1934 [15 U.S.C. 78a et seq.]; or

(B) that is registered as a derivatives
clearing organization under section 7a–1 of
title 7.

(3) Covered clearing obligation
The term ‘‘covered clearing obligation’’

means an obligation of a member of a clearing
organization to make payment to another
member of a clearing organization, subject to
a netting contract.
(4) Covered contractual payment entitlement

The term ‘‘covered contractual payment en-
titlement’’ means—

(A) an entitlement of a financial institu-
tion to receive a payment, subject to a net-
ting contract from another financial institu-
tion; and

(B) an entitlement of a member of a clear-
ing organization to receive payment, subject
to a netting contract, from another member
of a clearing organization of a covered clear-
ing obligation.

(5) Covered contractual payment obligation
The term ‘‘covered contractual payment ob-

ligation’’ means—
(A) an obligation of a financial institution

to make payment, subject to a netting con-
tract to another financial institution; and

(B) a covered clearing obligation.
(6) Depository institution

The term ‘‘depository institution’’ means—
(A) a depository institution as defined in

section 19(b)(1)(A) of the Federal Reserve
Act [12 U.S.C. 461(b)(1)(A)] (other than clause
(vii));

(B) a branch or agency as defined in sec-
tion 1(b) of the International Banking Act of
1978 [12 U.S.C. 3101];
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(C) a corporation chartered under section
25(a) 1 of the Federal Reserve Act [12 U.S.C.
611 et seq.]; or

(D) a corporation having an agreement or
undertaking with the Board of Governors of
the Federal Reserve System under section 25
of the Federal Reserve Act [12 U.S.C. 601 et
seq.].

(7) Failed financial institution
The term ‘‘failed financial institution’’

means a financial institution that—
(A) fails to satisfy a covered contractual

payment obligation when due;
(B) has commenced or had commenced

against it insolvency, liquidation, reorga-
nization, receivership (including the ap-
pointment of a receiver), conservatorship, or
similar proceedings; or

(C) has generally ceased to meet its obliga-
tions when due.

(8) Failed member
The term ‘‘failed member’’ means any mem-

ber that—
(A) fails to satisfy a covered clearing obli-

gation when due,
(B) has commenced or had commenced

against it insolvency, liquidation, reorga-
nization, receivership (including the ap-
pointment of a receiver), conservatorship, or
similar proceedings, or

(C) has generally ceased to meet its obliga-
tions when dud.

(9) Financial institution
The term ‘‘financial institution’’ means a

broker or dealer, a depository institution, a
futures commission merchant, or any other in-
stitution as determined by the Board of Gov-
ernors of the Federal Reserve System.

(10) Futures commission merchant
The term ‘‘futures commission merchant’’

means a company that is registered or li-
censed under Federal law to engage in the
business of selling futures and options in com-
modities.

(11) Member
The term ‘‘member’’ means a member of or

participant in a clearing organization, and in-
cludes the clearing organization.

(12) Net entitlement
The term ‘‘net entitlement’’ means the

amount by which the covered contractual pay-
ment entitlements of a financial institution or
member exceed the covered contractual pay-
ment obligations of the institution or member
after netting under a netting contract.

(13) Net obligation
The term ‘‘net obligation’’ means the

amount by which the covered contractual pay-
ment obligations of a financial institution or
member exceed the covered contractual pay-
ment entitlements of the institution or mem-
ber after netting under a netting contract.

(14) Netting contract
(A) In general

The term ‘‘netting contract’’—

(i) means a contract or agreement be-
tween 2 or more financial institutions or
members, that—

(I) is governed by the laws of the
United States, any State, or any politi-
cal subdivision of any State, and

(II) provides for netting present or fu-
ture payment obligations or payment en-
titlements (including liquidation or
close-out values relating to the obliga-
tions or entitlements) among the parties
to the agreement; and

(ii) includes the rules of a clearing orga-
nization.

(B) Invalid contracts not included
The term ‘‘netting contract’’ does not in-

clude any contract or agreement that is in-
valid under or precluded by Federal law.

(Pub. L. 102–242, title IV, § 402, Dec. 19, 1991, 105
Stat. 2372; Pub. L. 102–550, title XVI, § 1606(a),
Oct. 28, 1992, 106 Stat. 4087; Pub. L. 106–554,
§ 1(a)(5) [title I, §§ 112(a)(2), 123(b)], Dec. 21, 2000,
114 Stat. 2763, 2763A–391, 2763A–411.)

REFERENCES IN TEXT

This title, referred to in par. (1)(B), means title IV of
Pub. L. 102–242, Dec. 19, 1991, 105 Stat. 2371. For com-
plete classification of title IV to the Code, see Tables.

The Securities Exchange Act of 1934, referred to in
par. (2)(A)(ii), is act June 6, 1934, ch. 404, 48 Stat. 881, as
amended, which is classified principally to chapter 2B
(§ 78a et seq.) of Title 15, Commerce and Trade. For
complete classification of this Act to the Code, see sec-
tion 78a of Title 15 and Tables.

Section 25(a) of the Federal Reserve Act, referred to
in par. (6), which is classified to subchapter II (§ 611 et
seq.) of chapter 6 of this title, was renumbered section
25A of that act by Pub. L. 102–242, title I, § 142(e)(2), Dec.
19, 1991, 105 Stat. 2281. Section 25 of the Federal Reserve
Act is classified to subchapter I (§ 601 et seq.) of chapter
6 of this title.

AMENDMENTS

2000—Pub. L. 106–554, § 1(a)(5) [title I, § 112(a)(2)], sub-
stituted ‘‘this subchapter’’ for ‘‘this chapter’’ in intro-
ductory provisions.

Par. (2)(B). Pub. L. 106–554, § 1(a)(5) [title I, § 123(b)],
added subpar. (B) and struck out former subpar. (B)
which read as follows: ‘‘that performs clearing func-
tions for a contract market designated pursuant to the
Commodity Exchange Act.’’

1992—Par. (14)(B). Pub. L. 102–550 substituted ‘‘Fed-
eral law’’ for ‘‘Federal commodities law’’.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102–550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102–242, as of Dec. 19, 1991, see
section 1609(a) of Pub. L. 102–550, set out as a note
under section 191 of this title.

§ 4403. Bilateral netting

(a) General rule
Notwithstanding any other provision of law,

the covered contractual payment obligations
and the covered contractual payment entitle-
ments between any 2 financial institutions shall
be netted in accordance with, and subject to the
conditions of, the terms of any applicable net-
ting contract.
(b) Limitation on obligation to make payment

The only obligation, if any, of a financial in-
stitution to make payment with respect to cov-
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ered contractual payment obligations to an-
other financial institution shall be equal to its
net obligation to such other financial institu-
tion, and no such obligation shall exist if there
is no net obligation.
(c) Limitation on right to receive payment

The only right, if any, of a financial institu-
tion to receive payments with respect to covered
contractual payment entitlements from another
financial institution shall be equal to its net en-
titlement with respect to such other financial
institution, and no such right shall exist if there
is no net entitlement.
(d) Payment of net entitlement of failed financial

institution
The net entitlement of any failed financial in-

stitution, if any, shall be paid to the failed fi-
nancial institution in accordance with, and sub-
ject to the conditions of, the applicable netting
contract.
(e) Effectiveness notwithstanding status as fi-

nancial institution
This section shall be given effect notwith-

standing that a financial institution is a failed
financial institution.

(Pub. L. 102–242, title IV, § 403, Dec. 19, 1991, 105
Stat. 2374.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4405 of this title.

§ 4404. Clearing organization netting

(a) General netting rule
Notwithstanding any other provision of law,

the covered contractual payment obligations
and covered contractual payment entitlements
of a member of a clearing organization to and
from all other members of a clearing organiza-
tion shall be netted in accordance with and sub-
ject to the conditions of any applicable netting
contract.
(b) Limitation of obligation to make payment

The only obligation, if any, of a member of a
clearing organization to make payment with re-
spect to covered contractual payment obliga-
tions arising under a single netting contract to
any other member of a clearing organization
shall be equal to its net obligation arising under
that netting contract, and no such obligation
shall exist if there is no net obligation.
(c) Limitation on right to receive payment

The only right, if any, of a member of a clear-
ing organization to receive payment with re-
spect to a covered contractual payment entitle-
ment arising under a single netting contract
from other members of a clearing organization
shall be equal to its net entitlement arising
under that netting contract, and no such right
shall exist if there is no net entitlement.
(d) Entitlement of failed members

The net entitlement, if any, of any failed
member of a clearing organization shall be paid
to the failed member in accordance with, and
subject to the conditions of, the applicable net-
ting contract.
(e) Obligations of failed members

The net obligation, if any, of any failed mem-
ber of a clearing organization shall be deter-

mined in accordance with, and subject to the
conditions of, the applicable netting contract.
(f) Limitation on claims for entitlement

A failed member of a clearing organization
shall have no recognizable claim against any
member of a clearing organization for any
amount based on such covered contractual pay-
ment entitlements other than its net entitle-
ment.
(g) Effectiveness notwithstanding status as mem-

ber
This section shall be given effect notwith-

standing that a member is a failed member.

(Pub. L. 102–242, title IV, § 404, Dec. 19, 1991, 105
Stat. 2374.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4405 of this title.

§ 4405. Preemption

No stay, injunction, avoidance, moratorium,
or similar proceeding or order, whether issued or
granted by a court, administrative agency, or
otherwise, shall limit or delay application of
otherwise enforceable netting contracts in ac-
cordance with sections 4403 and 4404 of this title.

(Pub. L. 102–242, title IV, § 405, Dec. 19, 1991, 105
Stat. 2375.)

§ 4406. Relationship to other payments systems

This chapter shall have no effect by implica-
tion or otherwise on the validity or legal en-
forceability of a netting arrangement of any
payment system which is not subject to this
chapter.

(Pub. L. 102–242, title IV, § 406, Dec. 19, 1991, 105
Stat. 2375.)

§ 4407. National emergencies

The provisions of this chapter may not be con-
strued to limit the authority of the President
under the Trading With the Enemy Act (50
U.S.C. App. 1 et seq.) or the International Emer-
gency Economic Powers Act (50 U.S.C. 1701 et
seq.).

(Pub. L. 102–242, title IV, § 407, Dec. 19, 1991, 105
Stat. 2375.)

REFERENCES IN TEXT

The Trading With the Enemy Act, referred to in text,
is act Oct. 6, 1917, ch. 106, 40 Stat. 411, as amended,
which is classified to sections 1 to 6, 7 to 39 and 41 to
44 of Title 50, Appendix, War and National Defense. For
complete classification of this Act to the Code, see
Tables.

The International Emergency Economic Powers Act,
referred to in text, is Pub. L. 95–223, title II, Dec. 28,
1977, 91 Stat. 1626, which is classified generally to chap-
ter 35 (§ 1701 et seq.) of Title 50, War and National De-
fense. For complete classification of this Act to the
Code, see Short Title note set out under section 1701 of
Title 50 and Tables.

SUBCHAPTER II—MULTILATERAL
CLEARING ORGANIZATIONS

§ 4421. Definitions

For purposes of this subchapter, the following
definitions shall apply:
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1 So in original. Probably should be ‘‘this paragraph’’.

(1) Multilateral clearing organization
The term ‘‘multilateral clearing organiza-

tion’’ means a system utilized by more than
two participants in which the bilateral credit
exposures of participants arising from the
transactions cleared are effectively eliminated
and replaced by a system of guarantees, insur-
ance, or mutualized risk of loss.
(2) Over-the-counter derivative instrument

The term ‘‘over-the-counter derivative in-
strument’’ includes—

(A) any agreement, contract, or trans-
action, including the terms and conditions
incorporated by reference in any such agree-
ment, contract, or transaction, which is an
interest rate swap, option, or forward agree-
ment, including a rate floor, rate cap, rate
collar, cross-currency rate swap, basis swap,
and forward rate agreement; a same day-to-
morrow, tomorrow-next, forward, or other
foreign exchange or precious metals agree-
ment; a currency swap, option, or forward
agreement; an equity index or equity swap,
option, or forward agreement; a debt index
or debt swap, option, or forward agreement;
a credit spread or credit swap, option, or for-
ward agreement; a commodity index or com-
modity swap, option, or forward agreement;
and a weather swap, weather derivative, or
weather option;

(B) any agreement, contract or transaction
similar to any other agreement, contract, or
transaction referred to in this clause 1 that
is presently, or in the future becomes, regu-
larly entered into by parties that participate
in swap transactions (including terms and
conditions incorporated by reference in the
agreement) and that is a forward, swap, or
option on one or more occurrences of any
event, rates, currencies, commodities, eq-
uity securities or other equity instruments,
debt securities or other debt instruments,
economic or other indices or measures of
economic or other risk or value;

(C) any agreement, contract, or trans-
action excluded from the Commodity Ex-
change Act [7 U.S.C. 1 et seq.] under section
2(c), 2(d), 2(f), or 2(g) of such Act [7 U.S.C.
2(c), (d), (f), (g)], or exempted under section
2(h) or 4(c) of such Act [7 U.S.C. 2(h), 6(c)];
and

(D) any option to enter into any, or any
combination of, agreements, contracts or
transactions referred to in this subpara-
graph.1

(3) Other definitions
The terms ‘‘insured State nonmember

bank’’, ‘‘State member bank’’, and ‘‘affiliate’’
have the same meanings as in section 1813 of
this title.

(Pub. L. 102–242, title IV, § 408, as added Pub. L.
106–554, § 1(a)(5) [title I, § 112(a)(3)], Dec. 21, 2000,
114 Stat. 2763, 2763A–391.)

REFERENCES IN TEXT

The Commodity Exchange Act, referred to in par.
(2)(C), is act Sept. 21, 1922, ch. 369, 42 Stat. 998, as

amended, which is classified generally to chapter 1 (§ 1
et seq.) of Title 7, Agriculture. For complete classifica-
tion of this Act to the Code, see section 1 of Title 7 and
Tables.

§ 4422. Multilateral clearing organizations

(a) In general
Except with respect to clearing organizations

described in subsection (b) of this section, no
person may operate a multilateral clearing or-
ganization for over-the-counter derivative in-
struments, or otherwise engage in activities
that constitute such a multilateral clearing or-
ganization unless the person is a national bank,
a State member bank, an insured State non-
member bank, an affiliate of a national bank, a
State member bank, or an insured State non-
member bank, or a corporation chartered under
section 25A of the Federal Reserve Act [12 U.S.C.
611 et seq.].

(b) Clearing organizations
Subsection (a) of this section shall not apply

to any clearing organization that—
(1) is registered as a clearing agency under

the Securities Exchange Act of 1934 [15 U.S.C.
78a et seq.];

(2) is registered as a derivatives clearing or-
ganization under the Commodity Exchange
Act [7 U.S.C. 1 et seq.]; or

(3) is supervised by a foreign financial regu-
lator that the Comptroller of the Currency,
the Board of Governors of the Federal Reserve
System, the Federal Deposit Insurance Cor-
poration, the Securities and Exchange Com-
mission, or the Commodity Futures Trading
Commission, as applicable, has determined
satisfies appropriate standards.

(Pub. L. 102–242, title IV, § 409, as added Pub. L.
106–554, § 1(a)(5) [title I, § 112(a)(3)], Dec. 21, 2000,
114 Stat. 2763, 2763A–392.)

REFERENCES IN TEXT

Section 25A of the Federal Reserve Act, referred to in
subsec. (a), popularly known as the Edge Act, is classi-
fied to subchapter II (§ 611 et seq.) of chapter 6 of this
title. For complete classification of this Act to the
Code, see Short Title note set out under section 611 of
this title and Tables.

The Securities Exchange Act of 1934, referred to in
subsec. (b)(1), is act June 6, 1934, ch. 404, 48 Stat. 881, as
amended, which is classified principally to chapter 2B
(§ 78a et seq.) of Title 15, Commerce and Trade. For
complete classification of this Act to the Code, see sec-
tion 78a of Title 15 and Tables.

The Commodity Exchange Act, referred to in subsec.
(b)(2), is act Sept. 21, 1922, ch. 369, 42 Stat. 998, as
amended, which is classified generally to chapter 1 (§ 1
et seq.) of Title 7, Agriculture. For complete classifica-
tion of this Act to the Code, see section 1 of Title 7 and
Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 339a of this title;
title 11 sections 101, 103, 109, 781.

CHAPTER 46�GOVERNMENT SPONSORED
ENTERPRISES

Sec.
4501. Congressional findings.
4502. Definitions.
4503. Protection of taxpayers against liability.
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Sec.
SUBCHAPTER I—SUPERVISION AND REGULATION

OF ENTERPRISES

PART A—FINANCIAL SAFETY AND SOUNDNESS
REGULATOR

4511. Establishment of Office of Federal Housing
Enterprise Oversight.

4512. Director.
(a) Appointment.
(b) Term.
(c) Vacancy.
(d) Service after end of term.
(e) Deputy Director.

4513. Duty and authority of Director.
(a) Duty.
(b) Authority exclusive of Secretary.
(c) Authority subject to approval of Sec-

retary.
(d) Delegation of authority.
(e) Independence in providing informa-

tion to Congress.
4514. Authority to require reports by enterprises.

(a) Special reports and reports of finan-
cial condition.

(b) Capital distributions.
4515. Personnel.

(a) Office personnel.
(b) Comparability of compensation with

Federal banking agencies.
(c) Personnel of other Federal agencies.
(d) Reimbursement of HUD.
(e) Outside experts and consultants.
(f) Equal opportunity report.

4516. Funding.
(a) Annual assessments.
(b) Allocation of annual assessment to

enterprises.
(c) Deficiencies due to increased costs of

regulation.
(d) Surplus.
(e) Initial special assessment.
(f) Fund.
(g) Budget and financial reports.

4517. Examinations.
(a) Annual examination.
(b) Other examinations.
(c) Examiners.
(d) Law applicable to examiners.
(e) Technical experts.
(f) Oaths, evidence, and subpoena pow-

ers.
4518. Prohibition of excessive compensation.

(a) In general.
(b) Prohibition of setting compensation.

4519. Authority to provide for review of enterprises
by rating organization.

4520. Equal opportunity in solicitation of con-
tracts.

(a) In general.
(b) Report.

4521. Annual reports by Director.
(a) General report.
(b) Report on enforcement actions.

4522. Public disclosure of final orders and agree-
ments.

(a) In general.
(b) Hearings.
(c) Delay of public disclosure under ex-

ceptional circumstances.
(d) Documents filed under seal in public

enforcement hearings.
(e) Retention of documents.
(f) Disclosures to Congress.

4523. Limitation on subsequent employment.
4524. Audits by GAO.
4525. Information, records, and meetings.
4526. Regulations and orders.

(a) Authority.
(b) Notice and comment.

Sec.
(c) Congressional review.

PART B—AUTHORITY OF SECRETARY

SUBPART 1—GENERAL AUTHORITY

4541. Regulatory authority.
4542. Prior approval authority for new programs.

(a) Authority.
(b) Standard for approval.
(c) Procedure for approval.

4543. Public access to mortgage information.
(a) In general.
(b) Access.
(c) Fees.

4544. Annual housing report.
(a) In general.
(b) Contents.

4545. Fair housing.
4546. Prohibition of public disclosure of propri-

etary information.
(a) In general.
(b) Protection of information on housing

activities.
(c) Nondisclosure pending consideration.

4547. Authority to require reports by enterprises.
4548. Reports by Secretary.

(a) Annual report.
(b) Views on budget and financial plans

of enterprises.

SUBPART 2—HOUSING GOALS

4561. Establishment.
(a) In general.
(b) Consideration of units in multifamily

housing.
(c) Adjustment of housing goals.

4562. Low- and moderate-income housing goal.
(a) In general.
(b) Factors to be applied.
(c) Use of borrower and tenant income.
(d) Transition.

4563. Special affordable housing goal.
(a) Establishment.
(b) Full credit activities.
(c) Use of borrower and tenant income.
(d) Transition.

4564. Central cities, rural areas, and other under-
served areas housing goal.

(a) In general.
(b) Factors to be applied.
(c) Location of properties.
(d) Transition.

4565. Other requirements.
(a) In general.
(b) Affordable housing goals.

4566. Monitoring and enforcing compliance with
housing goals.

(a) In general.
(b) Notice and determination of failure to

meet goals.
(c) Housing plans.

4567. Reports during transition.

SUBPART 3—ENFORCEMENT OF HOUSING GOALS

4581. Cease-and-desist proceedings.
(a) Grounds for issuance.
(b) Procedure.
(c) Effective date.
(d) Transition period limitation.

4582. Hearings.
(a) Requirements.
(b) Issuance of order.

4583. Judicial review.
(a) Commencement.
(b) Filing of record.
(c) Jurisdiction.
(d) Review.
(e) Order to pay penalty.
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Sec.
(f) No automatic stay.

4584. Enforcement and jurisdiction.
(a) Enforcement.
(b) Limitation on jurisdiction.

4585. Civil money penalties.
(a) Authority.
(b) Amount of penalty.
(c) Procedures.
(d) Action to collect penalty.
(e) Settlement by Secretary.
(f) Transition period limitation.
(g) Deposit of penalties.

4586. Public disclosure of final orders and agree-
ments.

(a) In general.
(b) Hearings.
(c) Delay of public disclosure under ex-

ceptional circumstances.
(d) Documents filed under seal in public

enforcement hearings.
(e) Retention of documents.
(f) Disclosures to Congress.

4587. Notice of service.
4588. Subpoena authority.

(a) In general.
(b) Witnesses and documents.
(c) Enforcement.
(d) Fees and expenses.

4589. Regulations.

PART C—MISCELLANEOUS PROVISIONS

4601. Review of underwriting guidelines.
(a) Study.
(b) Report.

4602. Studies of effects of privatization of FNMA
and FHLMC.

(a) In general.
(b) Requirements.
(c) Information.
(d) Views of FNMA and FHLMC.

4603. Transition.

SUBCHAPTER II—REQUIRED CAPITAL LEVELS
FOR ENTERPRISES AND SPECIAL ENFORCE-
MENT POWERS

4611. Risk-based capital levels.
(a) Risk-based capital test.
(b) Considerations.
(c) Risk-based capital level.
(d) Definitions.
(e) Regulations.
(f) Availability of model.

4612. Minimum capital levels.
(a) In general.
(b) Transition.

4613. Critical capital levels.
4614. Capital classifications.

(a) In general.
(b) Discretionary classification.
(c) Quarterly determination.
(d) Implementation.

4615. Supervisory actions applicable to under-
capitalized enterprises.

(a) Mandatory actions.
(b) Discretionary reclassification from

undercapitalized to significantly
undercapitalized.

(c) Effective date.
4616. Supervisory actions applicable to signifi-

cantly undercapitalized enterprises.
(a) Mandatory supervisory actions.
(b) Discretionary supervisory actions.
(c) Effective date.

4617. Appointment of conservators for critically
undercapitalized enterprises.

(a) Appointment.
(b) Authority.
(c) Approval of activities.
(d) Effective date.

Sec.
4618. Notice of classification and enforcement ac-

tion.
(a) Notice.
(b) Applicability.
(c) Response period.
(d) Consideration of information and de-

termination.
(e) Effective date of actions.

4619. Appointment of conservators.
(a) Appointment.
(b) Judicial review.
(c) Replacement.
(d) Examinations.
(e) Termination.

4620. Powers of conservators.
(a) General powers.
(b) Additional power.
(c) Limitations by Director.
(d) Enforcement of contracts.
(e) Stays.
(f) Payment of creditors.
(g) Compensation of conservator and em-

ployees.
(h) Expenses.
(i) Conflicts of interest and financial dis-

closure.
4621. Liability protection for conservators.

(a) Federal agencies and employees.
(b) Other conservators.
(c) Indemnification.

4622. Capital restoration plans.
(a) Contents.
(b) Deadlines for submission.
(c) Approval.
(d) Resubmission.

4623. Judicial review of Director action.
(a) Jurisdiction.
(b) Scope of review.
(c) Unavailability of stay.
(d) Limitation on jurisdiction.

SUBCHAPTER III—ENFORCEMENT PROVISIONS

4631. Cease-and-desist proceedings.
(a) Grounds for issuance against ade-

quately capitalized enterprises.
(b) Grounds for issuance against under-

capitalized, significantly under-
capitalized, and critically under-
capitalized enterprises.

(c) Procedure.
(d) Affirmative action to correct condi-

tions resulting from violations or
activities.

(e) Authority to limit activities.
(f) Effective date.

4632. Temporary cease-and-desist orders.
(a) Grounds for issuance and scope.
(b) Effective date.
(c) Incomplete or inaccurate records.
(d) Judicial review.
(e) Enforcement by Attorney General.

4633. Hearings.
(a) Requirements.
(b) Issuance of order.

4634. Judicial review.
(a) Commencement.
(b) Filing of record.
(c) Jurisdiction.
(d) Review.
(e) Order to pay penalty.
(f) No automatic stay.

4635. Enforcement and jurisdiction.
(a) Enforcement.
(b) Limitation on jurisdiction.

4636. Civil money penalties.
(a) In general.
(b) Amount of penalty.
(c) Procedures.
(d) Action to collect penalty.



Page 1540TITLE 12—BANKS AND BANKING§ 4501

Sec.
(e) Settlement by Director.
(f) Availability of other remedies.
(g) Prohibition of reimbursement or in-

demnification.
(h) Deposit of penalties.
(i) Applicability.

4637. Notice after separation from service.
4638. Private rights of action.
4639. Public disclosure of final orders and agree-

ments.
(a) In general.
(b) Hearings.
(c) Delay of public disclosure under ex-

ceptional circumstances.
(d) Documents filed under seal in public

enforcement hearings.
(e) Retention of documents.
(f) Disclosures to Congress.

4640. Notice of service.
4641. Subpoena authority.

(a) In general.
(b) Witnesses and documents.
(c) Enforcement.
(d) Fees and expenses.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 1422b, 1426 of
this title.

§ 4501. Congressional findings

The Congress finds that—
(1) the Federal National Mortgage Associa-

tion and the Federal Home Loan Mortgage
Corporation (referred to in this section collec-
tively as the ‘‘enterprises’’), and the Federal
Home Loan Banks (referred to in this section
as the ‘‘Banks’’), have important public mis-
sions that are reflected in the statutes and
charter Acts establishing the Banks and the
enterprises;

(2) because the continued ability of the Fed-
eral National Mortgage Association and the
Federal Home Loan Mortgage Corporation to
accomplish their public missions is important
to providing housing in the United States and
the health of the Nation’s economy, more ef-
fective Federal regulation is needed to reduce
the risk of failure of the enterprises;

(3) considering the current operating proce-
dures of the Federal National Mortgage Asso-
ciation, the Federal Home Loan Mortgage Cor-
poration, and the Federal Home Loan Banks,
the enterprises and the Banks currently pose
low financial risk of insolvency;

(4) neither the enterprises nor the Banks,
nor any securities or obligations issued by the
enterprises or the Banks, are backed by the
full faith and credit of the United States;

(5) an entity regulating the Federal National
Mortgage Association and the Federal Home
Loan Mortgage Corporation should have suffi-
cient autonomy from the enterprises and spe-
cial interest groups;

(6) an entity regulating such enterprises
should have the authority to establish capital
standards, require financial disclosure, pre-
scribe adequate standards for books and
records and other internal controls, conduct
examinations when necessary, and enforce
compliance with the standards and rules that
it establishes;

(7) the Federal National Mortgage Associa-
tion and the Federal Home Loan Mortgage

Corporation have an affirmative obligation to
facilitate the financing of affordable housing
for low- and moderate-income families in a
manner consistent with their overall public
purposes, while maintaining a strong financial
condition and a reasonable economic return;
and

(8) the Federal Home Loan Bank Act [12
U.S.C. 1421 et seq.] should be amended to em-
phasize that providing for financial safety and
soundness of the Federal Home Loan Banks is
the primary mission of the Federal Housing
Finance Board.

(Pub. L. 102–550, title XIII, § 1302, Oct. 28, 1992, 106
Stat. 3941.)

REFERENCES IN TEXT

The Federal Home Loan Bank Act, referred to in par.
(8), is act July 22, 1932, ch. 522, 47 Stat. 725, as amended,
which is classified generally to chapter 11 (§ 1421 et seq.)
of this title. For complete classification of this Act to
the Code, see section 1421 of this title and Tables.

SHORT TITLE

Section 1301 of title XIII of Pub. L. 102–550 provided
that: ‘‘This title [enacting this chapter, amending sec-
tions 1422a, 1430, 1430b, 1451 to 1456, 1716 to 1719, 1723,
1723a, and 1723c of this title, sections 3132 and 5313 of
Title 5, Government Organization and Employees, sec-
tion 1905 of Title 18, Crimes and Criminal Procedure,
and section 3534 of Title 42, The Public Health and Wel-
fare, enacting provisions set out as notes under sec-
tions 1451, 1452, 1723, and 4562 of this title, and amend-
ing provisions set out as a note under section 1451 of
this title] may be cited as the ‘Federal Housing Enter-
prises Financial Safety and Soundness Act of 1992’.’’

§ 4502. Definitions

For purposes of this chapter:
(1) Affiliate

Except as provided by the Director, the term
‘‘affiliate’’ means any entity that controls, is
controlled by, or is under common control
with, an enterprise.
(2) Capital distribution

(A) In general
The term ‘‘capital distribution’’ means—

(i) any dividend or other distribution in
cash or in kind made with respect to any
shares of, or other ownership interest in,
an enterprise, except a dividend consisting
only of shares of the enterprise;

(ii) any payment made by an enterprise
to repurchase, redeem, retire, or otherwise
acquire any of its shares, including any ex-
tension of credit made to finance an acqui-
sition by the enterprise of such shares; and

(iii) any transaction that the Director
determines by regulation to be, in sub-
stance, the distribution of capital.

(B) Exception
Any payment made by an enterprise to re-

purchase its shares for the purpose of fulfill-
ing an obligation of the enterprise under an
employee stock ownership plan that is quali-
fied under section 401 of title 26 or any sub-
stantially equivalent plan, as determined by
the Director, shall not be considered a cap-
ital distribution.

(3) Compensation
The term ‘‘compensation’’ means any pay-

ment of money or the provision of any other
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1 So in original. The semicolon probably should be a period.

thing of current or potential value in connec-
tion with employment.
(4) Core capital

The term ‘‘core capital’’ means, with respect
to an enterprise, the sum of the following (as
determined in accordance with generally ac-
cepted accounting principles):

(A) The par or stated value of outstanding
common stock.

(B) The par or stated value of outstanding
perpetual, noncumulative preferred stock.

(C) Paid-in capital.
(D) Retained earnings.

The core capital of an enterprise shall not in-
clude any amounts that the enterprise could
be required to pay, at the option of investors,
to retire capital instruments.
(5) Director

The term ‘‘Director’’ means the Director of
the Office of Federal Housing Enterprise Over-
sight of the Department of Housing and Urban
Development.
(6) Enterprise

The term ‘‘enterprise’’ means—
(A) the Federal National Mortgage Asso-

ciation and any affiliate thereof; and
(B) the Federal Home Loan Mortgage Cor-

poration and any affiliate thereof.
(7) Executive officer

The term ‘‘executive officer’’ means, with
respect to an enterprise, the chairman of the
board of directors, chief executive officer,
chief financial officer, president, vice chair-
man, any executive vice president, and any
senior vice president in charge of a principal
business unit, division, or function.
(8) Low-income

The term ‘‘low-income’’ means—
(A) in the case of owner-occupied units, in-

come not in excess of 80 percent of area me-
dian income; and

(B) in the case of rental units, income not
in excess of 80 percent of area median in-
come, with adjustments for smaller and
larger families, as determined by the Sec-
retary.

(9) Median income
The term ‘‘median income’’ means, with re-

spect to an area, the unadjusted median fam-
ily income for the area, as determined and
published annually by the Secretary.
(10) Moderate-income

The term ‘‘moderate-income’’ means—
(A) in the case of owner-occupied units, in-

come not in excess of area median income;
and

(B) in the case of rental units, income not
in excess of area median income, with ad-
justments for smaller and larger families, as
determined by the Secretary.

(11) Mortgage purchases
The term ‘‘mortgage purchases’’ includes

mortgages purchased for portfolio or secu-
ritization.
(12) Multifamily housing

The term ‘‘multifamily housing’’ means a
residence consisting of more than 4 dwelling
units.

(13) New program
The term ‘‘new program’’ means any pro-

gram for the purchasing, servicing, selling,
lending on the security of, or otherwise deal-
ing in, conventional mortgages that—

(A) is significantly different from pro-
grams that have been approved under this
Act or that were approved or engaged in by
an enterprise before October 28, 1992; or

(B) represents an expansion, in terms of
the dollar volume or number of mortgages or
securities involved, of programs above limits
expressly contained in any prior approval.

(14) Office
The term ‘‘Office’’ means the Office of Fed-

eral Housing Enterprise Oversight of the De-
partment of Housing and Urban Development.

(15) Secretary
The term ‘‘Secretary’’ means the Secretary

of Housing and Urban Development.

(16) Single family housing
The term ‘‘single family housing’’ means a

residence consisting of 1 to 4 dwelling units.

(17) State
The term ‘‘State’’ means the States of the

United States, the District of Columbia, the
Commonwealth of Puerto Rico, the Common-
wealth of the Northern Mariana Islands,
Guam, the Virgin Islands, American Samoa,
the Trust Territory of the Pacific Islands, and
any other territory or possession of the United
States.

(18) Total capital
The term ‘‘total capital’’ means, with re-

spect to an enterprise, the sum of the follow-
ing:

(A) The core capital of the enterprise; 1

(B) A general allowance for foreclosure
losses, which—

(i) shall include an allowance for port-
folio mortgage losses, an allowance for
nonreimbursable foreclosure costs on gov-
ernment claims, and an allowance for li-
abilities reflected on the balance sheet for
the enterprise for estimated foreclosure
losses on mortgage-backed securities; and

(ii) shall not include any reserves of the
enterprise made or held against specific
assets.

(C) Any other amounts from sources of
funds available to absorb losses incurred by
the enterprise, that the Director by regula-
tion determines are appropriate to include
in determining total capital.

(19) Very low-income
The term ‘‘very low-income’’ means—

(A) in the case of owner-occupied units, in-
come not in excess of 60 percent of area me-
dian income; and

(B) in the case of rental units, income not
in excess of 60 percent of area median in-
come, with adjustments for smaller and
larger families, as determined by the Sec-
retary.
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(Pub. L. 102–550, title XIII, § 1303, Oct. 28, 1992, 106
Stat. 3942.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this title’’, meaning title XIII of Pub. L. 102–550, Oct.
28, 1992, 106 Stat. 3941, which is classified principally to
this chapter. For complete classification of title XIII to
the Code, see Short Title note set out under section
4501 of this title and Tables.

This Act, referred to in par. (13)(A), is Pub. L. 102–550,
Oct. 28, 1992, 106 Stat. 3672, known as the Housing and
Community Development Act of 1992. For complete
classification of this Act to the Code, see Short Title of
1992 Amendment note set out under section 5301 of Title
42, The Public Health and Welfare, and Tables.

TERMINATION OF TRUST TERRITORY OF THE PACIFIC
ISLANDS

For termination of Trust Territory of the Pacific Is-
lands, see note set out preceding section 1681 of Title
48, Territories and Insular Possessions.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1452, 1454, 1717,
1718, 1723a of this title.

§ 4503. Protection of taxpayers against liability

This chapter may not be construed as obligat-
ing the Federal Government, either directly or
indirectly, to provide any funds to the Federal
Home Loan Mortgage Corporation, the Federal
National Mortgage Association, or the Federal
Home Loan Banks, or to honor, reimburse, or
otherwise guarantee any obligation or liability
of the Federal Home Loan Mortgage Corpora-
tion, the Federal National Mortgage Associa-
tion, or the Federal Home Loan Banks. This
chapter may not be construed as implying that
any such enterprise or Bank, or any obligations
or securities of such an enterprise or Bank, are
backed by the full faith and credit of the United
States.

(Pub. L. 102–550, title XIII, § 1304, Oct. 28, 1992, 106
Stat. 3944.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘This title and the amendments made by this title’’,
meaning title XIII of Pub. L. 102–550, Oct. 28, 1992, 106
Stat. 3941, which is classified principally to this chap-
ter. For complete classification of title XIII to the
Code, see Short Title note set out under section 4501 of
this title and Tables.

SUBCHAPTER I—SUPERVISION AND
REGULATION OF ENTERPRISES

PART A—FINANCIAL SAFETY AND SOUNDNESS
REGULATOR

§ 4511. Establishment of Office of Federal Hous-
ing Enterprise Oversight

There is hereby established an office within
the Department of Housing and Urban Develop-
ment, which shall be known as the Office of Fed-
eral Housing Enterprise Oversight.

(Pub. L. 102–550, title XIII, § 1311, Oct. 28, 1992, 106
Stat. 3944.)

§ 4512. Director

(a) Appointment
The Office shall be under the management of

a Director, who shall be appointed by the Presi-

dent, by and with the advice and consent of the
Senate, from among individuals who are citizens
of the United States, have a demonstrated un-
derstanding of financial management or over-
sight, and have a demonstrated understanding of
mortgage security markets and housing finance.
An individual may not be appointed as Director
if the individual has served as an executive offi-
cer or director of an enterprise at any time dur-
ing the 3-year period ending upon the nomina-
tion of such individual for appointment as Di-
rector.
(b) Term

The Director shall be appointed for a term of
5 years.
(c) Vacancy

A vacancy in the position of Director shall be
filled in the manner in which the original ap-
pointment was made under subsection (a) of this
section.
(d) Service after end of term

A Director may serve after the expiration of
the term for which the Director was appointed
until a successor Director has been appointed.
(e) Deputy Director

(1) In general
The Office shall have a Deputy Director who

shall be appointed by the Director from among
individuals who are citizens of the United
States, have a demonstrated understanding of
financial management or oversight, and have
a demonstrated understanding of mortgage se-
curity markets and housing finance. An indi-
vidual may not be appointed as Deputy Direc-
tor if the individual has served as an executive
officer or director of an enterprise at any time
during the 3-year period ending upon the ap-
pointment of such individual as Deputy Direc-
tor.
(2) Functions

The Deputy Director shall have such func-
tions, powers, and duties as the Director shall
prescribe. In the event of the death, resigna-
tion, sickness, or absence of the Director, the
Deputy Director shall serve as acting Director
until the return of the Director or the appoint-
ment of a successor pursuant to subsection (c)
of this section.

(Pub. L. 102–550, title XIII, § 1312, Oct. 28, 1992, 106
Stat. 3945.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4515, 4526, 4603
of this title.

§ 4513. Duty and authority of Director

(a) Duty
The duty of the Director shall be to ensure

that the enterprises are adequately capitalized
and operating safely, in accordance with this
chapter.
(b) Authority exclusive of Secretary

The Director is authorized, without the review
or approval of the Secretary, to make such de-
terminations, take such actions, and perform
such functions as the Director determines nec-
essary regarding—
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(1) the issuance of regulations to carry out
this part, subchapter II of this chapter, and
subchapter III of this chapter (including the
establishment of capital standards pursuant to
subchapter II of this chapter);

(2) examinations of the enterprises under
section 4517 of this title;

(3) determining the capital levels of the en-
terprises and classification of the enterprises
within capital classifications established
under subchapter II of this chapter;

(4) decisions to appoint conservators for the
enterprises;

(5) administrative and enforcement actions
under subchapter II of this chapter, actions
taken under subchapter III of this chapter
with respect to enforcement of subchapter II
of this chapter, and other matters relating to
safety and soundness;

(6) approval of payments of capital distribu-
tions by the enterprises under section
1718(c)(2) of this title and section 1452(b)(2) of
this title;

(7) requiring the enterprises to submit re-
ports under section 4514 of this title, section
1723a(k) of this title, and section 1456(c) of this
title;

(8) prohibiting the payment of excessive
compensation by the enterprises to any execu-
tive officer of the enterprises under section
4518 of this title;

(9) the management of the Office, including
the establishment and implementation of an-
nual budgets, the hiring of, and compensation
levels for, personnel of the Office, and annual
assessments for the costs of the Office;

(10) conducting research and financial analy-
sis; and

(11) the submission of reports required by
the Director under this chapter.

(c) Authority subject to approval of Secretary
Any determinations, actions, and functions of

the Director not referred to in subsection (b) of
this section shall be subject to the review and
approval of the Secretary.
(d) Delegation of authority

The Director may delegate to officers and em-
ployees of the Office any of the functions, pow-
ers, and duties of the Director, as the Director
considers appropriate.
(e) Independence in providing information to

Congress
The Director shall not be required to obtain

the prior approval, comment, or review of any
officer or agency of the United States before
submitting to the Congress, or any committee
or subcommittee thereof, any reports, recom-
mendations, testimony, or comments if such
submissions include a statement indicating that
the views expressed therein are those of the Di-
rector and do not necessarily represent the
views of the Secretary or the President.

(Pub. L. 102–550, title XIII, § 1313, Oct. 28, 1992, 106
Stat. 3945; Pub. L. 105–276, title II, § 202(b), Oct.
21, 1998, 112 Stat. 2483; Pub. L. 105–277, div. A,
§ 122, Oct. 21, 1998, 112 Stat. 2681–546.)

REFERENCES IN TEXT

This chapter, referred to in subsecs. (a) and (b)(11),
was in the original ‘‘this title’’, meaning title XIII of

Pub. L. 102–550, Oct. 28, 1992, 106 Stat. 3941, which is
classified principally to this chapter. For complete
classification of title XIII to the Code, see Short Title
note set out under section 4501 of this title and Tables.

AMENDMENTS

1998—Subsec. (b)(9) to (12). Pub. L. 105–276, which di-
rected the amendment of subsec. (b) by redesignating
pars. (9) to (11) as (10) to (12), respectively, and adding
a new par. (9) which read ‘‘default loss protection levels
under section 1454(a)(2)(D) of this title;’’ was repealed
by Pub. L. 105–277, effective upon enactment of Pub. L.
105–276.

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105–277, div. A, § 122, Oct. 21, 1998, 112 Stat.
2681–546, provided that the amendment made by section
122 is effective upon enactment of Pub. L. 105–276 (Oct.
21, 1998).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4526, 4541 of this
title.

§ 4514. Authority to require reports by enter-
prises

(a) Special reports and reports of financial con-
dition

(1) Financial condition
The Director may require an enterprise to

submit reports of financial condition and oper-
ations (in addition to the annual and quarterly
reports required under section 1723a(k) of this
title and section 1456(c) of this title).
(2) Special reports

The Director may also require an enterprise
to submit special reports whenever, in the
judgment of the Director, such reports are
necessary to carry out the purposes of this
chapter.
(3) Limitation

The Director may not require the inclusion,
in any report pursuant to paragraph (1) or (2),
of any information that is not reasonably ob-
tainable by the enterprise.
(4) Notice and declaration

The Director shall notify the enterprise, a
reasonable period in advance of the date for
submission of any report under this sub-
section, of any specific information to be con-
tained in the report and the date for the sub-
mission of the report. Each report under this
subsection shall contain a declaration by the
president, vice president, treasurer, or any
other officer designated by the board of direc-
tors of the enterprise to make such declara-
tion, that the report is true and correct to the
best of such officer’s knowledge and belief.

(b) Capital distributions
The Director may require an enterprise to sub-

mit a report to the Director after the declara-
tion of any capital distribution by the enter-
prise and before making the capital distribution.
The report shall be made in such form and under
such circumstances and shall contain such infor-
mation as the Director shall require.

(Pub. L. 102–550, title XIII, § 1314, Oct. 28, 1992, 106
Stat. 3946.)

REFERENCES IN TEXT

This chapter, referred to in subsec. (a), was in the
original ‘‘this title’’, meaning title XIII of Pub. L.
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1 So in original. Probably should be ‘‘bear’’.

102–550, Oct. 28, 1992, 106 Stat. 3941, which is classified
principally to this chapter. For complete classification
of title XIII to the Code, see Short Title note set out
under section 4501 of this title and Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1456, 1723a, 4513
of this title.

§ 4515. Personnel

(a) Office personnel
The Director may appoint and fix the com-

pensation of such officers and employees of the
Office as the Director considers necessary to
carry out the functions of the Director and the
Office. Officers and employees may be paid with-
out regard to the provisions of chapter 51 and
subchapter III of chapter 53 of title 5 relating to
classification and General Schedule pay rates.
(b) Comparability of compensation with Federal

banking agencies
In fixing and directing compensation under

subsection (a) of this section, the Director shall
consult with, and maintain comparability with
compensation of officers and employees of the
Office of the Comptroller of the Currency, the
Board of Governors of the Federal Reserve Sys-
tem, the Federal Deposit Insurance Corporation,
and the Office of Thrift Supervision.
(c) Personnel of other Federal agencies

In carrying out the duties of the Office, the
Director may use information, services, staff,
and facilities of any executive agency, independ-
ent agency, or department on a reimbursable
basis, with the consent of such agency or depart-
ment.
(d) Reimbursement of HUD

The Director shall reimburse the Department
of Housing and Urban Development for reason-
able costs incurred by the Department that are
directly related to the operations of the Office.
(e) Outside experts and consultants

Notwithstanding any provision of law limiting
pay or compensation, the Director may appoint
and compensate such outside experts and con-
sultants as the Director determines necessary to
assist the work of the Office.
(f) Equal opportunity report

Not later than the expiration of the 180-day
period beginning upon the appointment of the
Director under section 4512 of this title, the Di-
rector shall submit to the Committee on Bank-
ing, Finance and Urban Affairs of the House of
Representatives and the Committee on Banking,
Housing, and Urban Affairs of the Senate a re-
port containing—

(1) a complete description of the equal op-
portunity, affirmative action, and minority
business enterprise utilization programs of the
Office; and

(2) such recommendations for administrative
and legislative action as the Director deter-
mines appropriate to carry out such programs.

(Pub. L. 102–550, title XIII, § 1315, Oct. 28, 1992, 106
Stat. 3947.)

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-

mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

§ 4516. Funding

(a) Annual assessments
The Director may, to the extent provided in

appropriation Acts, establish and collect from
the enterprises annual assessments in an
amount not exceeding the amount sufficient to
provide for reasonable costs and expenses of the
Office, including the expenses of any examina-
tions under section 4517 of this title. The initial
annual assessment shall include any startup
costs of the Office and any anticipated costs and
expenses of the Office for the following fiscal
year.
(b) Allocation of annual assessment to enter-

prises
(1) Amount of payment

Each enterprise shall pay to the Director a
proportion of the annual assessment made
pursuant to subsection (a) of this section that
bears the same ratio to the total annual as-
sessment that the total assets of each enter-
prise bears 1 to the total assets of both enter-
prises.
(2) Timing of payment

The annual assessment shall be payable
semiannually for each fiscal year, on October
1 and April 1.
(3) ��Total assets�� defined

For the purpose of this section, the term
‘‘total assets’’ means, with respect to an en-
terprise, the sum of—

(A) on-balance-sheet assets of the enter-
prise, as determined in accordance with gen-
erally accepted accounting principles;

(B) the unpaid principal balance of out-
standing mortgage-backed securities issued
or guaranteed by the enterprise that are not
included in subparagraph (A); and

(C) other off-balance-sheet obligations as
determined by the Director.

(c) Deficiencies due to increased costs of regula-
tion

The semiannual payments made pursuant to
subsection (b) of this section by any enterprise
that is not classified (for purposes of subchapter
II of this chapter) as adequately capitalized may
be increased, as necessary, in the discretion of
the Director to pay additional estimated costs
of regulation of the enterprise.
(d) Surplus

If any amount from any annual assessment
collected from an enterprise remains unobli-
gated at the end of the year for which the as-
sessment was collected, such amount shall be
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credited to the assessment to be collected from
the enterprise for the following year.

(e) Initial special assessment
Not later than the expiration of the 30-day pe-

riod beginning on October 28, 1992, the enter-
prises shall each pay into the Federal Housing
Enterprises Oversight Fund established under
subsection (f) of this section an initial assess-
ment of $1,500,000 to cover the startup costs of
the Office, including space and modifications
thereof, capital equipment, supplies, recruit-
ment, and activities of the Office during the pe-
riod preceding the first annual assessment under
subsection (a) of this section. Any amounts col-
lected from an enterprise under this subsection
shall be credited against the first annual assess-
ment collected pursuant to subsection (a) of this
section, and are hereby appropriated, and shall
be available and used, without fiscal year limi-
tation, as provided in this section.

(f) Fund
There is established in the Treasury of the

United States a fund to be known as the Federal
Housing Enterprises Oversight Fund. Any as-
sessments collected pursuant to this section
shall be deposited in the Fund. Amounts in the
Fund shall be available, to the extent provided
in appropriation Acts and subsection (e) of this
section, for—

(1) carrying out the responsibilities of the
Director relating to the enterprises; and

(2) necessary administrative and nonadmin-
istrative expenses of the Office to carry out
the purposes of this chapter.

(g) Budget and financial reports
(1) Financial operating plans and forecasts

Before the beginning of each fiscal year, the
Director shall submit a copy of the financial
operating plans and forecasts for the Office to
the Secretary and the Director of the Office of
Management and Budget.

(2) Reports of operations
As soon as practicable after the end of each

fiscal year and each quarter thereof, the Di-
rector shall submit a copy of the report of the
results of the operations of the Office during
such period to the Secretary and the Director
of the Office of Management and Budget.

(3) Inclusion in President�s budget
The annual plans, forecasts, and reports re-

quired under this subsection shall be included
(A) in the Budget of the United States in the
appropriate form, and (B) in the congressional
justifications of the Department of Housing
and Urban Development for each fiscal year in
a form determined by the Secretary.

(Pub. L. 102–550, title XIII, § 1316, Oct. 28, 1992, 106
Stat. 3947; Pub. L. 104–134, title I, § 101(e) [title
II, § 211], Apr. 26, 1996, 110 Stat. 1321–257, 1321–288;
renumbered title I, Pub. L. 104–140, § 1(a), May 2,
1996, 110 Stat. 1327.)

REFERENCES IN TEXT

This chapter, referred to in subsec. (f)(2), was in the
original ‘‘this title’’, meaning title XIII of Pub. L.
102–550, Oct. 28, 1992, 106 Stat. 3941, which is classified
principally to this chapter. For complete classification

of title XIII to the Code, see Short Title note set out
under section 4501 of this title and Tables.

AMENDMENTS

1996—Subsec. (b)(2). Pub. L. 104–134 added par. (2) and
struck out heading and text of former par. (2). Text
read as follows: ‘‘The annual assessment shall be pay-
able semiannually on September 1 and March 1 of the
year for which the assessment is made.’’

NON-REDUCTION OF FIRST ANNUAL ASSESSMENT

Pub. L. 103–124, title II, Oct. 28, 1993, 107 Stat. 1290,
provided in part: ‘‘That notwithstanding the last sen-
tence in section 1316(e) of such Act [12 U.S.C. 4516(e)],
the amount of this first annual assessment shall not be
reduced by any part of the amount of the initial special
assessment under section 1316(e)’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1455, 1719, 4548
of this title.

§ 4517. Examinations

(a) Annual examination
The Director shall annually conduct an on-site

examination under this section of each enter-
prise to determine the condition of the enter-
prise for the purpose of ensuring its financial
safety and soundness.
(b) Other examinations

In addition to annual examinations under sub-
section (a) of this section, the Director may con-
duct an examination under this section when-
ever the Director determines that an examina-
tion is necessary to determine the condition of
an enterprise for the purpose of ensuring its fi-
nancial safety and soundness.
(c) Examiners

The Director shall appoint examiners to con-
duct examinations under this section. The Di-
rector may contract with the Comptroller of the
Currency, the Board of Governors of the Federal
Reserve System, the Federal Deposit Insurance
Corporation, or the Director of the Office of
Thrift Supervision for the services of examiners.
The Director shall reimburse such agencies for
any costs of providing examiners from amounts
available in the Federal Housing Enterprises
Oversight Fund.
(d) Law applicable to examiners

The Director and each examiner shall have the
same authority and each examiner shall be sub-
ject to the same disclosures, prohibitions, obli-
gations, and penalties as are applicable to exam-
iners employed by the Federal Reserve banks.
(e) Technical experts

The Director may obtain the services of any
technical experts the Director considers appro-
priate to provide temporary technical assistance
relating to examinations to the Director, offi-
cers, and employees of the Office. The Director
shall describe, in the record of each examina-
tion, the nature and extent of any such tem-
porary technical assistance.
(f) Oaths, evidence, and subpoena powers

In connection with examinations under this
section, the Director shall have the authority
provided under section 4641 of this title.

(Pub. L. 102–550, title XIII, § 1317, Oct. 28, 1992, 106
Stat. 3949.)
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SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4513, 4516, 4521
of this title.

§ 4518. Prohibition of excessive compensation

(a) In general
The Director shall prohibit the enterprises

from providing compensation to any executive
officer of the enterprise that is not reasonable
and comparable with compensation for employ-
ment in other similar businesses (including
other publicly held financial institutions or
major financial services companies) involving
similar duties and responsibilities.

(b) Prohibition of setting compensation
In carrying out subsection (a) of this section,

the Director may not prescribe or set a specific
level or range of compensation.

(Pub. L. 102–550, title XIII, § 1318, Oct. 28, 1992, 106
Stat. 3949.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4513 of this title.

§ 4519. Authority to provide for review of enter-
prises by rating organization

The Director may, on such terms and condi-
tions as the Director deems appropriate, con-
tract with any entity effectively recognized by
the Division of Market Regulation of the Securi-
ties and Exchange Commission as a nationally
recognized statistical rating organization for
the purposes of the capital rules for broker-deal-
ers, to conduct a review of the enterprises.

(Pub. L. 102–550, title XIII, § 1319, Oct. 28, 1992, 106
Stat. 3950.)

§ 4520. Equal opportunity in solicitation of con-
tracts

(a) In general
Each enterprise shall establish a minority out-

reach program to ensure the inclusion (to the
maximum extent possible) in contracts entered
into by the enterprises of minorities and women
and businesses owned by minorities and women,
including financial institutions, investment
banking firms, underwriters, accountants, bro-
kers, and providers of legal services.

(b) Report
Not later than the expiration of the 180-day

period beginning on October 28, 1992, each enter-
prise shall submit to the Committee on Bank-
ing, Finance and Urban Affairs of the House of
Representatives and the Committee on Banking,
Housing, and Urban Affairs of the Senate a re-
port describing the actions taken by the enter-
prise pursuant to subsection (a) of this section.

(Pub. L. 102–550, title XIII, § 1319A, Oct. 28, 1992,
106 Stat. 3950.)

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of

House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

§ 4521. Annual reports by Director

(a) General report
The Director shall submit to the Committee

on Banking, Finance and Urban Affairs of the
House of Representatives and the Committee on
Banking, Housing, and Urban Affairs of the Sen-
ate, not later than June 15 of each year, a writ-
ten report, which shall include—

(1) a description of the actions taken, and
being undertaken, by the Director to carry out
this chapter;

(2) a description of the financial safety and
soundness of each enterprise, including the re-
sults and conclusions of the annual examina-
tions of the enterprises conducted under sec-
tion 4517(a) of this title;

(3) any recommendations for legislation to
enhance the financial safety and soundness of
the enterprises; and

(4) a description of—
(A) whether the procedures established by

each enterprise pursuant to section
4012a(b)(3) of title 42 are adequate and being
complied with, and

(B) the results and conclusions of any ex-
amination, as determined necessary by the
Director, to determine the compliance of the
enterprises with the requirements of section
4012a(b)(3) of title 42, which shall include a
description of the methods used to deter-
mine compliance and the types and sources
of deficiencies (if any), and identify any cor-
rective measures that have been taken to
remedy any such deficiencies,

except that the information described in this
paragraph shall be included only in each of the
first, third, and fifth annual reports under this
subsection required to be submitted after the
expiration of the 1-year period beginning on
September 23, 1994.

(b) Report on enforcement actions
Not later than March 15 of each year, the Di-

rector shall submit to the Committee on Bank-
ing, Finance and Urban Affairs of the House of
Representatives and the Committee on Banking,
Housing, and Urban Affairs of the Senate a writ-
ten report describing, for the preceding calendar
year, the requests by the Director to the Attor-
ney General for enforcement actions under sub-
chapter III of this chapter and describing the
disposition of each request, which shall include
statements of—

(1) the total number of requests made by the
Director;

(2) the number of requests that resulted in
the commencement of litigation by the De-
partment of Justice;

(3) the number of requests that did not re-
sult in the commencement of litigation by the
Department of Justice;

(4) with respect to requests that resulted in
the commencement of litigation—
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(A) the number of days between the date of
the request and the commencement of the
litigation; and

(B) the number of days between the date of
the commencement and termination of the
litigation; and

(5) the number of litigation requests pending
at the beginning of the calendar year, the
number of requests made during the calendar
year, the number of requests for which action
was completed during the calendar year, and
the number of requests pending at the end of
the calendar year.

(Pub. L. 102–550, title XIII, § 1319B, Oct. 28, 1992,
106 Stat. 3950; Pub. L. 103–325, title V, § 529(c),
Sept. 23, 1994, 108 Stat. 2267.)

REFERENCES IN TEXT

This chapter, referred to in subsec. (a)(1), was in the
original ‘‘this title’’, meaning title XIII of Pub. L.
102–550, Oct. 28, 1992, 106 Stat. 3941, which is classified
principally to this chapter. For complete classification
of title XIII to the Code, see Short Title note set out
under section 4501 of this title and Tables.

AMENDMENTS

1994—Subsec. (a)(4). Pub. L. 103–325 added par. (4).

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

§ 4522. Public disclosure of final orders and
agreements

(a) In general
The Director shall make available to the pub-

lic—
(1) any written agreement or other written

statement for which a violation may be re-
dressed by the Director or any modification to
or termination thereof, unless the Director, in
the Director’s discretion, determines that pub-
lic disclosure would be contrary to the public
interest or determines under subsection (c) of
this section that public disclosure would seri-
ously threaten the financial health or security
of the enterprise;

(2) any order that is issued with respect to
any administrative enforcement proceeding
initiated by the Director under subchapter III
of this chapter and that has become final; and

(3) any modification to or termination of
any final order made public pursuant to this
subsection.

(b) Hearings
All hearings on the record with respect to any

action of the Director or notice of charges is-
sued by the Director shall be open to the public,
unless the Director, in the Director’s discretion,
determines that holding an open hearing would
be contrary to the public interest.

(c) Delay of public disclosure under exceptional
circumstances

If the Director makes a determination in writ-
ing that the public disclosure of any final order
pursuant to subsection (a) of this section would
seriously threaten the financial health or secu-
rity of the enterprise, the Director may delay
the public disclosure of such order for a reason-
able time.

(d) Documents filed under seal in public enforce-
ment hearings

The Director may file any document or part
thereof under seal in any hearing under sub-
chapter III of this chapter if the Director deter-
mines in writing that disclosure thereof would
be contrary to the public interest.

(e) Retention of documents
The Director shall keep and maintain a

record, for not less than 6 years, of all docu-
ments described in subsection (a) of this section
and all enforcement agreements and other su-
pervisory actions and supporting documents is-
sued with respect to or in connection with any
enforcement proceeding initiated by the Direc-
tor under subchapter III of this chapter.

(f) Disclosures to Congress
This section may not be construed to author-

ize the withholding of any information from, or
to prohibit the disclosure of any information to,
the Congress or any committee or subcommittee
thereof.

(Pub. L. 102–550, title XIII, § 1319C, Oct. 28, 1992,
106 Stat. 3951.)

§ 4523. Limitation on subsequent employment

Neither the Director nor any former officer or
employee of the Office who, while employed by
the Office, was compensated at a rate in excess
of the lowest rate for a position classified higher
than GS–15 of the General Schedule under sec-
tion 5107 of title 5 may accept compensation
from an enterprise during the 2-year period be-
ginning on the date of separation from employ-
ment by the Office.

(Pub. L. 102–550, title XIII, § 1319D, Oct. 28, 1992,
106 Stat. 3951.)

§ 4524. Audits by GAO

The Comptroller General may audit the oper-
ations of the Office, and any such audit shall be
conducted in accordance with generally accept-
ed Government auditing standards. All books,
records, accounts, reports, files, and property
belonging to, or used by, the Office shall be
made available to the Comptroller General.

(Pub. L. 102–550, title XIII, § 1319E, Oct. 28, 1992,
106 Stat. 3952; Pub. L. 104–316, title I, § 106(h),
Oct. 19, 1996, 110 Stat. 3831.)

AMENDMENTS

1996—Pub. L. 104–316, in first sentence, substituted
‘‘may audit’’ for ‘‘shall audit’’ and inserted ‘‘, and any
such audit shall be conducted’’ after ‘‘Office’’, and
struck out at end ‘‘Audits under this section shall be
conducted annually for the first 2 fiscal years following
October 28, 1992, and as appropriate thereafter.’’
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§ 4525. Information, records, and meetings

For purposes of subchapter II of chapter 5 of
title 5—

(1) the Office, and
(2) the Department of Housing and Urban

Development, with respect to activities under
this chapter,

shall be considered agencies responsible for the
regulation or supervision of financial institu-
tions.

(Pub. L. 102–550, title XIII, § 1319F, Oct. 28, 1992,
106 Stat. 3952.)

REFERENCES IN TEXT

This chapter, referred to in cl. (2), was in the original
‘‘this title’’, meaning title XIII of Pub. L. 102–550, Oct.
28, 1992, 106 Stat. 3941, which is classified principally to
this chapter. For complete classification of title XIII to
the Code, see Short Title note set out under section
4501 of this title and Tables.

§ 4526. Regulations and orders

(a) Authority
The Director shall issue any regulations and

orders necessary to carry out the duties of the
Director and to carry out this chapter before the
expiration of the 18-month period beginning on
the appointment of the Director under section
4512 of this title. Such regulations and orders
shall be subject to the approval of the Secretary
only to the extent provided in subsections (b)
and (c) of section 4513 of this title.

(b) Notice and comment
Any regulations issued by the Director under

this section shall be issued after notice and op-
portunity for public comment pursuant to the
provisions of section 553 of title 5.

(c) Congressional review
The Director may not publish any regulation

for comment under subsection (b) of this section
unless, not less than 15 days before it is pub-
lished for comment, the Director has submitted
a copy of the regulation, in the form it is in-
tended to be proposed, to the Committee on
Banking, Finance and Urban Affairs of the
House of Representatives and the Committee on
Banking, Housing, and Urban Affairs of the Sen-
ate.

(Pub. L. 102–550, title XIII, § 1319G, Oct. 28, 1992,
106 Stat. 3952.)

REFERENCES IN TEXT

This chapter, referred to in subsec. (a), was in the
original ‘‘this title’’, meaning title XIII of Pub. L.
102–550, Oct. 28, 1992, 106 Stat. 3941, which is classified
principally to this chapter. For complete classification
of title XIII to the Code, see Short Title note set out
under section 4501 of this title and Tables.

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to

securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

PART B—AUTHORITY OF SECRETARY

SUBPART 1—GENERAL AUTHORITY

§ 4541. Regulatory authority

Except for the authority of the Director of the
Office of Federal Housing Enterprise Oversight
described in section 4513(b) of this title and all
other matters relating to the safety and sound-
ness of the enterprises, the Secretary of Housing
and Urban Development shall have general regu-
latory power over each enterprise and shall
make such rules and regulations as shall be nec-
essary and proper to ensure that this part and
the purposes of the Federal National Mortgage
Association Charter Act [12 U.S.C. 1716 et seq.]
and the Federal Home Loan Mortgage Corpora-
tion Act [12 U.S.C. 1451 et seq.] are accom-
plished.

(Pub. L. 102–550, title XIII, § 1321, Oct. 28, 1992, 106
Stat. 3952.)

REFERENCES IN TEXT

The Federal National Mortgage Association Charter
Act, referred to in text, is title III of act June 27, 1934,
ch. 847, 48 Stat. 1252, as amended, which is classified
generally to subchapter III (§ 1716 et seq.) of chapter 13
of this title. For complete classification of this Act to
the Code, see Short Title note set out under section
1716 of this title and Tables.

The Federal Home Loan Mortgage Corporation Act,
referred to in text, is title III of Pub. L. 91–351, July 24,
1970, 84 Stat. 451, as amended, which is classified gener-
ally to chapter 11A (§ 1451 et seq.) of this title. For com-
plete classification of this Act to the Code, see Short
Title and Statement of Purpose note set out under sec-
tion 1451 of this title and Tables.

§ 4542. Prior approval authority for new pro-
grams

(a) Authority
The Secretary shall require each enterprise to

obtain the approval of the Secretary for any new
program of the enterprise before implementing
the program.
(b) Standard for approval

(1) Permanent standard
Except as provided in paragraph (2), the Sec-

retary shall approve any new program of an
enterprise for purposes of subsection (a) of this
section unless—

(A) for a new program of the Federal Na-
tional Mortgage Association, the Secretary
determines that the program is not author-
ized under paragraph (2), (3), (4), or (5) of sec-
tion 1717(b) of this title, or under section
1719 of this title;

(B) for a new program of the Federal Home
Loan Mortgage Corporation, the Secretary
determines that the program is not author-
ized under section 1454(a)(1), (4), or (5) of this
title; or

(C) the Secretary determines that the new
program is not in the public interest.

(2) Transition standard
Before the date occurring 12 months after

the date of the effectiveness of the regulations



Page 1549 TITLE 12—BANKS AND BANKING § 4544

1 So in original. Probably should not be capitalized.

under section 4611(e) of this title establishing
the risk-based capital test, the Secretary shall
approve any new program of an enterprise for
purposes of subsection (a) of this section un-
less—

(A) The 1 Secretary makes a determination
as described in paragraph (1)(A), (B), or (C);
or

(B) the Director determines that the new
program would risk significant deterioration
of the financial condition of the enterprise.

(c) Procedure for approval
(1) Submission of request

To obtain the approval of the Secretary for
purposes of subsection (a) of this section, an
enterprise shall submit to the Secretary a
written request for approval of the new pro-
gram that describes the program.

(2) Response
The Secretary shall, not later than the expi-

ration of the 45-day period beginning upon the
submission of a request for approval, approve
the request or submit to the Committee on
Banking, Finance and Urban Affairs of the
House of Representatives and the Committee
on Banking, Housing, and Urban Affairs of the
Senate a report explaining the reasons for not
approving the request. The Secretary may ex-
tend such period for a single additional 15-day
period only if the Secretary requests addi-
tional information from the enterprise.

(3) Failure to respond
If the Secretary fails to approve the request

or fails to submit a report under paragraph (2)
during the period under such paragraph, the
request shall be considered to have been ap-
proved.

(4) Review of disapproval
(A) Unauthorized new programs

If the Secretary submits a report under
paragraph (2) of this subsection disapproving
a request for approval on the grounds under
subparagraph (A) or (B) of subsection (b)(1)
of this section, the Secretary shall provide
the enterprise submitting the request with a
timely opportunity to review and supple-
ment the administrative record.

(B) New programs not in public interest
If the Secretary submits a report under

paragraph (2) of this subsection disapproving
a request for approval on the grounds under
subsection (b)(1)(C) or (b)(2)(B) of this sec-
tion, the Secretary shall provide the enter-
prise submitting the request notice of, and
opportunity for, a hearing on the record re-
garding such disapproval.

(Pub. L. 102–550, title XIII, § 1322, Oct. 28, 1992, 106
Stat. 3953.)

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-

gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1454, 1717, 4617
of this title.

§ 4543. Public access to mortgage information

(a) In general
The Secretary shall make available to the

public, in forms useful to the public (including
forms accessible by computers), the data sub-
mitted by the enterprises in the reports required
under section 1723a(m) of this title or section
1456(e) of this title.

(b) Access
(1) Proprietary data

Except as provided in paragraph (2), the Sec-
retary may not make available to the public
data that the Secretary determines pursuant
to section 4546 of this title are proprietary in-
formation.

(2) Exception
The Secretary shall not restrict access to

the data provided in accordance with section
1723a(m)(1)(A) of this title or section
1456(e)(1)(A) of this title.

(c) Fees
The Secretary may charge reasonable fees to

cover the cost of making data available under
this section to the public.

(Pub. L. 102–550, title XIII, § 1323, Oct. 28, 1992, 106
Stat. 3954.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4546 of this title.

§ 4544. Annual housing report

(a) In general
After reviewing and analyzing the reports sub-

mitted under section 1723a(n) of this title and
section 1456(f) of this title, the Secretary shall
submit a report, as part of the annual report
under section 4548(a) of this title, on the extent
to which each enterprise is achieving the annual
housing goals established under subpart 2 of this
part and the purposes of the enterprise estab-
lished by law.

(b) Contents
The report shall—

(1) aggregate and analyze census tract data
to assess the compliance of each enterprise
with the central cities, rural areas, and other
underserved areas housing goal and to deter-
mine levels of business in central cities, rural
areas, underserved areas, low- and moderate-
income census tracts, minority census tracts,
and other geographical areas deemed appro-
priate by the Secretary;

(2) aggregate and analyze data on income to
assess the compliance of each enterprise with
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the low- and moderate-income and special af-
fordable housing goals;

(3) aggregate and analyze data on income,
race, and gender by census tract and compare
such data with larger demographic, housing,
and economic trends;

(4) examine actions that each enterprise has
undertaken or could undertake to promote
and expand the annual goals established under
sections 4562, 4563, and 4564 of this title, and
the purposes of the enterprise established by
law;

(5) examine the primary and secondary
multifamily housing mortgage markets and
describe—

(A) the availability and liquidity of mort-
gage credit;

(B) the status of efforts to provide stand-
ard credit terms and underwriting guidelines
for multifamily housing and to securitize
such mortgage products; and

(C) any factors inhibiting such standard-
ization and securitization;

(6) examine actions each enterprise has
undertaken and could undertake to promote
and expand opportunities for first-time home-
buyers; and

(7) describe any actions taken under section
4545(5) of this title with respect to originators
found to violate fair lending procedures.

(Pub. L. 102–550, title XIII, § 1324, Oct. 28, 1992, 106
Stat. 3954.)

§ 4545. Fair housing

The Secretary shall—
(1) by regulation, prohibit each enterprise

from discriminating in any manner in the pur-
chase of any mortgage because of race, color,
religion, sex, handicap, familial status, age, or
national origin, including any consideration of
the age or location of the dwelling or the age
of the neighborhood or census tract where the
dwelling is located in a manner that has a dis-
criminatory effect;

(2) by regulation, require each enterprise to
submit data to the Secretary to assist the Sec-
retary in investigating whether a mortgage
lender with which the enterprise does business
has failed to comply with the Fair Housing
Act [42 U.S.C. 3601 et seq.];

(3) by regulation, require each enterprise to
submit data to the Secretary to assist in in-
vestigating whether a mortgage lender with
which the enterprise does business has failed
to comply with the Equal Credit Opportunity
Act [15 U.S.C. 1691 et seq.], and shall submit
any such information received to the appro-
priate Federal agencies, as provided in section
704 of the Equal Credit Opportunity Act [15
U.S.C. 1691c], for appropriate action;

(4) obtain information from other regulatory
and enforcement agencies of the Federal Gov-
ernment and State and local governments re-
garding violations by lenders of the Fair Hous-
ing Act and the Equal Credit Opportunity Act
and make such information available to the
enterprises;

(5) direct the enterprises to undertake var-
ious remedial actions, including suspension,
probation, reprimand, or settlement, against

lenders that have been found to have engaged
in discriminatory lending practices in viola-
tion of the Fair Housing Act or the Equal
Credit Opportunity Act, pursuant to a final
adjudication on the record, and after oppor-
tunity for an administrative hearing, in ac-
cordance with subchapter II of chapter 5 of
title 5; and

(6) periodically review and comment on the
underwriting and appraisal guidelines of each
enterprise to ensure that such guidelines are
consistent with the Fair Housing Act and this
section.

(Pub. L. 102–550, title XIII, § 1325, Oct. 28, 1992, 106
Stat. 3955.)

REFERENCES IN TEXT

The Fair Housing Act, referred to in pars. (2) and (4)
to (6), is title VIII of Pub. L. 90–284, Apr. 11, 1968, 82
Stat. 81, as amended, which is classified principally to
subchapter I (§ 3601 et seq.) of chapter 45 of Title 42, The
Public Health and Welfare. For complete classification
of this Act to the Code, see Short Title note set out
under section 3601 of Title 42 and Tables.

The Equal Credit Opportunity Act, referred to in
pars. (3) to (5), is title VII of Pub. L. 90–321, as added by
Pub. L. 93–495, title V, § 503, Oct. 28, 1974, 88 Stat. 1521,
as amended, which is classified generally to subchapter
IV (§ 1691 et seq.) of chapter 41 of Title 15, Commerce
and Trade. For complete classification of this Act to
the Code, see Short Title note set out under section
1601 of Title 15 and Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4544 of this title.

§ 4546. Prohibition of public disclosure of propri-
etary information

(a) In general
The Secretary may, by regulation or order,

provide that certain information shall be treat-
ed as proprietary information and not subject to
disclosure under section 4543 of this title, sec-
tion 1723a(n)(3) of this title, or section 1456(f)(3)
of this title.
(b) Protection of information on housing activi-

ties
The Secretary shall not provide public access

to, or disclose to the public, any information re-
quired to be submitted by an enterprise under
section 1723a(n) of this title or section 1456(f) of
this title that the Secretary determines is pro-
prietary.
(c) Nondisclosure pending consideration

This section may not be construed to author-
ize the disclosure of information to, or examina-
tion of data by, the public or a representative of
any person or agency pending the issuance of a
final decision under this section.

(Pub. L. 102–550, title XIII, § 1326, Oct. 28, 1992, 106
Stat. 3955.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1456, 1723a, 4543
of this title.

§ 4547. Authority to require reports by enter-
prises

The Secretary shall require each enterprise to
submit reports on its activities to the Secretary
as the Secretary considers appropriate.
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(Pub. L. 102–550, title XIII, § 1327, Oct. 28, 1992, 106
Stat. 3956.)

§ 4548. Reports by Secretary

(a) Annual report
The Secretary shall, not later than June 30 of

each year, submit a report to the Committee on
Banking, Finance and Urban Affairs of the
House of Representatives and the Committee on
Banking, Housing, and Urban Affairs of the Sen-
ate on the activities of each enterprise.
(b) Views on budget and financial plans of enter-

prises
On an annual basis, the Secretary shall pro-

vide the Committees referred to in subsection
(a) of this section with comments on the plans,
forecasts, and reports required under section
4516(g) of this title.

(Pub. L. 102–550, title XIII, § 1328, Oct. 28, 1992, 106
Stat. 3956.)

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4544 of this title.

SUBPART 2—HOUSING GOALS

SUBPART REFERRED TO IN OTHER SECTIONS

This subpart is referred to in sections 1456, 1723a, 4544,
4631, 4636 of this title.

§ 4561. Establishment

(a) In general
The Secretary shall establish, by regulation,

housing goals under this subpart for each enter-
prise. The housing goals shall include a low- and
moderate-income housing goal pursuant to sec-
tion 4562 of this title, a special affordable hous-
ing goal pursuant to section 4563 of this title,
and a central cities, rural areas, and other un-
derserved areas housing goal pursuant to section
4564 of this title. The Secretary shall implement
this subpart in a manner consistent with section
1716(3) of this title and section 301(b)(3) of the
Federal Home Loan Mortgage Corporation Act.
(b) Consideration of units in multifamily housing

In establishing any goal under this subpart,
the Secretary may take into consideration the
number of housing units financed by any mort-
gage on multifamily housing purchased by an
enterprise.
(c) Adjustment of housing goals

Except as otherwise provided in this chapter,
from year to year the Secretary may, by regula-
tion, adjust any housing goal established under
this subpart.

(Pub. L. 102–550, title XIII, § 1331, Oct. 28, 1992, 106
Stat. 3956.)

REFERENCES IN TEXT

Section 301(b)(3) of the Federal Home Loan Mortgage
Corporation Act, referred to in subsec. (a), is section
301(b)(3) of Pub. L. 91–351, as amended, which is set out
as a Short Title and Statement of Purpose note under
section 1451 of this title.

This chapter, referred to in subsec. (c), was in the
original ‘‘this title’’, meaning title XIII of Pub. L.
102–550, Oct. 28, 1992, 106 Stat. 3941, which is classified
principally to this chapter. For complete classification
of title XIII to the Code, see Short Title note set out
under section 4501 of this title and Tables.

§ 4562. Low- and moderate-income housing goal

(a) In general
The Secretary shall establish an annual goal

for the purchase by each enterprise of mortgages
on housing for low- and moderate-income fami-
lies. The Secretary may establish separate spe-
cific subgoals within the goal under this section
and such subgoals shall not be enforceable under
the provisions of section 4566 of this title, any
other provision of this chapter, or any provision
of the Federal National Mortgage Association
Charter Act [12 U.S.C. 1716 et seq.] or the Fed-
eral Home Loan Mortgage Corporation Act [12
U.S.C. 1451 et seq.].

(b) Factors to be applied
In establishing the goal under this section, the

Secretary shall consider—
(1) national housing needs;
(2) economic, housing, and demographic con-

ditions;
(3) the performance and effort of the enter-

prises toward achieving the low- and mod-
erate-income housing goal in previous years;

(4) the size of the conventional mortgage
market serving low- and moderate-income
families relative to the size of the overall con-
ventional mortgage market;

(5) the ability of the enterprises to lead the
industry in making mortgage credit available
for low- and moderate-income families; and

(6) the need to maintain the sound financial
condition of the enterprises.

(c) Use of borrower and tenant income
(1) In general

The Secretary shall monitor the perform-
ance of each enterprise in carrying out this
section and shall evaluate such performance
(for purposes of section 4566 of this title) based
on—

(A) in the case of an owner-occupied dwell-
ing, the mortgagor’s income at the time of
origination of the mortgage; or

(B) in the case of a rental dwelling—
(i) the income of the prospective or ac-

tual tenants of the property, where such
data are available; or

(ii) the rent levels affordable to low- and
moderate-income families, where the data
referred to in clause (i) are not available.

(2) Affordability
For the purpose of paragraph (1)(B)(ii), a

rent level shall be considered affordable if it
does not exceed 30 percent of the maximum in-
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come level of the income categories referred
to in this section, with appropriate adjust-
ments for unit size as measured by the number
of bedrooms.

(d) Transition
(1) Interim target

Notwithstanding any other provision of this
section, during the 2-year period beginning on
January 1, 1993, the annual target under this
section for low- and moderate-income mort-
gage purchases for each enterprise shall be 30
percent of the total number of dwelling units
financed by mortgage purchases of the enter-
prise.
(2) Interim goal

During such 2-year period, the Secretary
shall establish a separate annual goal for each
enterprise, the achievement of which shall re-
quire—

(A) an enterprise that is not meeting the
target under paragraph (1) upon January 1,
1993, to improve its performance relative to
such target annually and, to the maximum
extent feasible, to meet such target at the
conclusion of such 2-year period; and

(B) an enterprise that is meeting the tar-
get under paragraph (1) upon January 1, 1993,
to improve its performance relative to the
target.

(3) Implementation
The Secretary shall establish any require-

ments necessary to implement the transition
provisions under this subsection by notice,
after providing the enterprises with an oppor-
tunity to review and comment not less than 30
days before the issuance of such notice. Such
notice shall be issued not later than the expi-
ration of the 90-day period beginning upon Oc-
tober 28, 1992, and shall be effective upon issu-
ance.

(Pub. L. 102–550, title XIII, § 1332, Oct. 28, 1992, 106
Stat. 3956.)

REFERENCES IN TEXT

This chapter, referred to in subsec. (a), was in the
original ‘‘this title’’, meaning title XIII of Pub. L.
102–550, Oct. 28, 1992, 106 Stat. 3941, which is classified
principally to this chapter. For complete classification
of title XIII to the Code, see Short Title note set out
under section 4501 of this title and Tables.

The Federal National Mortgage Association Charter
Act, referred to in subsec. (a), is title III of act June 27,
1934, ch. 847, 48 Stat. 1252, as amended, which is classi-
fied generally to subchapter III (§ 1716 et seq.) of chap-
ter 13 of this title. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 1716 of this title and Tables.

The Federal Home Loan Mortgage Corporation Act,
referred to in subsec. (a), is title III of Pub. L. 91–351,
July 24, 1970, 84 Stat. 451, as amended, which is classi-
fied generally to chapter 11A (§ 1451 et seq.) of this title.
For complete classification of this Act to the Code, see
Short Title and Statement of Purpose note set out
under section 1451 of this title and Tables.

EFFECTIVE DATE

Section 1338 of Pub. L. 102–550 provided that: ‘‘The
housing goals established under sections 1332(d), 1333(d),
and 1334(d) [12 U.S.C. 4562(d), 4563(d), 4564(d)] shall not
become effective until January 1, 1993.’’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4544, 4561, 4565,
4566, 4567, 4589 of this title.

§ 4563. Special affordable housing goal

(a) Establishment
(1) In general

The Secretary shall establish a special an-
nual goal designed to adjust the purchase by
each enterprise of mortgages on rental and
owner-occupied housing to meet the then-ex-
isting unaddressed needs of, and affordable to,
low-income families in low-income areas and
very low-income families. The special afford-
able housing goal established under this sec-
tion for an enterprise shall not be less than 1
percent of the dollar amount of the mortgage
purchases by the enterprise for the previous
year.
(2) Standards

In establishing the special affordable hous-
ing goal for an enterprise, the Secretary shall
consider—

(A) data submitted to the Secretary in
connection with the special affordable hous-
ing goal for previous years;

(B) the performance and efforts of the en-
terprise toward achieving the special afford-
able housing goal in previous years;

(C) national housing needs within the cat-
egories set forth in this section;

(D) the ability of the enterprise to lead the
industry in making mortgage credit avail-
able for low-income and very low-income
families; and

(E) the need to maintain the sound finan-
cial condition of the enterprise.

(b) Full credit activities
(1) In general

The Secretary shall give full credit toward
achievement of the special affordable housing
goal under this section (for purposes of section
4566 of this title) to the following activities:

(A) Federally related mortgages
The purchase or securitization of federally

insured or guaranteed mortgages, if—
(i) such mortgages cannot be readily

securitized through the Government Na-
tional Mortgage Association or any other
Federal agency;

(ii) participation of the enterprise sub-
stantially enhances the affordability of
the housing subject to such mortgages;
and

(iii) the mortgages involved are on hous-
ing that otherwise qualifies under such
goal to be considered for purposes of such
goal.

(B) Portfolios
The purchase or refinancing of existing,

seasoned portfolios of loans, if—
(i) the seller is engaged in a specific pro-

gram to use the proceeds of such sales to
originate additional loans that meet such
goal; and

(ii) such purchases or refinancings sup-
port additional lending for housing that
otherwise qualifies under such goal to be
considered for purposes of such goal.

(C) RTC and FDIC loans
The purchase of direct loans made by the

Resolution Trust Corporation or the Federal
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Deposit Insurance Corporation, if such
loans—

(i) are not guaranteed by such agencies
themselves or other Federal agencies;

(ii) are made with recourse provisions
similar to those offered through private
mortgage insurance or other conventional
sellers; and

(iii) are made for the purchase of housing
that otherwise qualifies under such goal to
be considered for purposes of such goal.

(2) Exclusion
No credit toward the achievement of the spe-

cial affordable housing goal may be given to
the purchase or securitization of mortgages
associated with the refinancing of the existing
enterprise portfolios.

(c) Use of borrower and tenant income

(1) In general
The Secretary shall monitor the perform-

ance of each enterprise in carrying out this
section and shall evaluate such performance
(for purposes of section 4566 of this title) based
on—

(A) in the case of an owner-occupied dwell-
ing, the mortgagor’s income at the time of
origination of the mortgage; or

(B) in the case of a rental dwelling—
(i) the income of the prospective or ac-

tual tenants of the property, where such
data are available; or

(ii) the rent levels affordable to low-in-
come and very low-income families, where
the data referred to in clause (i) are not
available.

(2) Affordability
For the purpose of paragraph (1)(B)(ii), a

rent level shall be considered affordable if it
does not exceed 30 percent of the maximum in-
come level of the income categories referred
to in this section, with appropriate adjust-
ments for unit size as measured by the number
of bedrooms.

(d) Transition

(1) FNMA mortgage purchases
Notwithstanding any other provision of this

section, during the 2-year period beginning on
January 1, 1993, the special affordable housing
goal for the Federal National Mortgage Asso-
ciation shall include mortgage purchases of
not less than $2,000,000,000 (for such 2-year pe-
riod), with one-half of such purchases consist-
ing of mortgages on single family housing and
one-half consisting of mortgages on multifam-
ily housing.

(2) FHLMC mortgage purchases
Notwithstanding any other provision of this

section, during the 2-year period beginning on
January 1, 1993, the special affordable housing
goal for the Federal Home Loan Mortgage Cor-
poration shall include mortgage purchases of
not less than $1,500,000,000 (for such 2-year pe-
riod), with one-half of such purchases consist-
ing of mortgages on single family housing and
one-half consisting of mortgages on multifam-
ily housing.

(3) Income characteristics for mortgage pur-
chases

(A) Multifamily mortgages
The special affordable housing goals estab-

lished under paragraphs (1) and (2) shall pro-
vide that, of mortgages on multifamily
housing that are purchased and contribute
to the achievement of such goals—

(i) 45 percent shall be mortgages on
multifamily housing affordable to low-in-
come families; and

(ii) 55 percent shall be mortgages on
multifamily housing in which—

(I) at least 20 percent of the units are
affordable to families whose incomes do
not exceed 50 percent of the median in-
come for the area; or

(II) at least 40 percent of the units are
affordable to very low-income families.

(B) Single family mortgages
The special affordable housing goals estab-

lished under paragraphs (1) and (2) shall pro-
vide that, of mortgages on single family
housing that are purchased and contribute
to the achievement of such goals—

(i) 45 percent shall be mortgages of low-
income families who live in census tracts
in which the median income does not ex-
ceed 80 percent of the area median income;
and

(ii) 55 percent shall be mortgages of very
low-income families.

(C) Compliance with special affordable hous-
ing goals

Only the portion of mortgages on multi-
family housing purchased by an enterprise
that are attributable to units affordable to
low-income families shall contribute to the
achievement of the special affordable hous-
ing goals under subparagraph (A)(ii).

(4) Implementation
The Secretary shall establish any require-

ments necessary to implement the transition
provisions under this subsection by notice,
after providing the enterprises with an oppor-
tunity to review and comment not less than 30
days before the issuance of such notice. Such
notice shall be issued not later than the expi-
ration of the 90-day period beginning upon Oc-
tober 28, 1992, and shall be effective upon issu-
ance.

(Pub. L. 102–550, title XIII, § 1333, Oct. 28, 1992, 106
Stat. 3958.)

EFFECTIVE DATE

Housing goals established under subsec. (d) of this
section effective Jan. 1, 1993, see section 1338 of Pub. L.
102–550, set out as a note under section 4562 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4544, 4561, 4565,
4566, 4567, 4589 of this title.

§ 4564. Central cities, rural areas, and other un-
derserved areas housing goal

(a) In general
The Secretary shall establish an annual goal

for the purchase by each enterprise of mortgages
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on housing located in central cities, rural areas,
and other underserved areas. The Secretary may
establish separate subgoals within the goal
under this section and such subgoals shall not be
enforceable under the provisions of section 4566
of this title, any other provision of this chapter,
or any provision of the Federal National Mort-
gage Association Charter Act [12 U.S.C. 1716 et
seq.] or the Federal Home Loan Mortgage Cor-
poration Act [12 U.S.C. 1451 et seq.].

(b) Factors to be applied
In establishing the housing goal under this

section, the Secretary shall consider—
(1) urban and rural housing needs and the

housing needs of underserved areas;
(2) economic, housing, and demographic con-

ditions;
(3) the performance and efforts of the enter-

prises toward achieving the central cities,
rural areas, and other underserved areas hous-
ing goal in previous years;

(4) the size of the conventional mortgage
market for central cities, rural areas, and
other underserved areas relative to the size of
the overall conventional mortgage market;

(5) the ability of the enterprises to lead the
industry in making mortgage credit available
throughout the United States, including cen-
tral cities, rural areas, and other underserved
areas; and

(6) the need to maintain the sound financial
condition of the enterprises.

(c) Location of properties
The Secretary shall monitor the performance

of each enterprise in carrying out this section
and shall evaluate such performance (for pur-
poses of section 4566 of this title) based on the
location of the properties subject to mortgages
purchased by each enterprise.

(d) Transition
(1) Interim target

Notwithstanding any other provision of this
section, during the 2-year period beginning on
January 1, 1993, the annual target under this
section for purchases by each enterprise of
mortgages on housing located in central cities
shall be 30 percent of the total number of
dwelling units financed by mortgage purchases
of the enterprise.

(2) Interim goal
During such 2-year period, the Secretary

shall establish a separate annual goal for each
enterprise, the achievement of which shall re-
quire—

(A) an enterprise that is not meeting the
target under paragraph (1) upon January 1,
1993, to improve its performance relative to
such target annually and, to the maximum
extent feasible, to meet such target at the
conclusion of such 2-year period; and

(B) an enterprise that is meeting the tar-
get under paragraph (1) upon January 1, 1993,
to improve its performance relative to the
target.

(3) ��Central city�� defined
For purposes of this subsection, the term

‘‘central city’’ means any political subdivision

designated as a central city by the Office of
Management and Budget.
(4) Implementation

The Secretary shall establish any require-
ments necessary to implement the transition
provisions under this subsection by notice,
after providing the enterprises with an oppor-
tunity to review and comment not less than 30
days before the issuance of such notice. Such
notice shall be issued not later than the expi-
ration of the 90-day period beginning upon Oc-
tober 28, 1992, and shall be effective upon issu-
ance.

(Pub. L. 102–550, title XIII, § 1334, Oct. 28, 1992, 106
Stat. 3960.)

REFERENCES IN TEXT

This chapter, referred to in subsec. (a), was in the
original ‘‘this title’’, meaning title XIII of Pub. L.
102–550, Oct. 28, 1992, 106 Stat. 3941, which is classified
principally to this chapter. For complete classification
of title XIII to the Code, see Short Title note set out
under section 4501 of this title and Tables.

The Federal National Mortgage Association Charter
Act, referred to in subsec. (a), is title III of act June 27,
1934, ch. 847, 48 Stat. 1252, as amended, which is classi-
fied generally to subchapter III (§ 1716 et seq.) of chap-
ter 13 of this title. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 1716 of this title and Tables.

The Federal Home Loan Mortgage Corporation Act,
referred to in subsec. (a), is title III of Pub. L. 91–351,
July 24, 1970, 84 Stat. 451, as amended, which is classi-
fied generally to chapter 11A (§ 1451 et seq.) of this title.
For complete classification of this Act to the Code, see
Short Title and Statement of Purpose note set out
under section 1451 of this title and Tables.

EFFECTIVE DATE

Housing goals established under subsec. (d) of this
section effective Jan. 1, 1993, see section 1338 of Pub. L.
102–550, set out as a note under section 4562 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4544, 4561, 4565,
4566, 4567, 4589 of this title.

§ 4565. Other requirements

(a) In general
To meet the low- and moderate-income hous-

ing goal under section 4562 of this title, the spe-
cial affordable housing goal under section 4563 of
this title, and the central cities, rural areas, and
other underserved areas housing goal under sec-
tion 4564 of this title, each enterprise shall—

(1) design programs and products that facili-
tate the use of assistance provided by the Fed-
eral Government and State and local govern-
ments;

(2) develop relationships with nonprofit and
for-profit organizations that develop and fi-
nance housing and with State and local gov-
ernments, including housing finance agencies;

(3) take affirmative steps to—
(A) assist primary lenders to make housing

credit available in areas with concentrations
of low-income and minority families, and

(B) assist insured depository institutions
to meet their obligations under the Commu-
nity Reinvestment Act of 1977 [12 U.S.C. 2901
et seq.],

which shall include developing appropriate
and prudent underwriting standards, business
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practices, repurchase requirements, pricing,
fees, and procedures;

(4) develop the institutional capacity to help
finance low- and moderate-income housing, in-
cluding housing for first-time homebuyers;
and

(5) assist in maintaining the affordability of
assisted units in eligible multifamily housing
projects with expiring contracts, as defined
under the Multifamily Assisted Housing Re-
form and Affordability Act of 1997.

(b) Affordable housing goals
Actions taken under subsection (a)(5) of this

section shall constitute part of the contribution
of each entity in meeting its affordable housing
goals under sections 4562, 4563, and 4564 of this
title for any fiscal year, as determined by the
Secretary.

(Pub. L. 102–550, title XIII, § 1335, Oct. 28, 1992, 106
Stat. 3961; Pub. L. 105–65, title V, § 517(c), Oct. 27,
1997, 111 Stat. 1403.)

REFERENCES IN TEXT

The Community Reinvestment Act of 1977, referred to
in subsec. (a)(3)(B), is title VIII of Pub. L. 95–128, Oct.
12, 1977, 91 Stat. 1147, as amended, which is classified
generally to chapter 30 (§ 2901 et seq.) of this title. For
complete classification of this Act to the Code, see
Short Title note set out under section 2901 of this title
and Tables.

The Multifamily Assisted Housing Reform and Af-
fordability Act of 1997, referred to in subsec. (a)(5), is
title V of Pub. L. 105–65, Oct. 27, 1997, 111 Stat. 1384. For
complete classification of this Act to the Code, see
Short Title of 1997 Amendment note set out under sec-
tion 1701 of this title and Tables.

AMENDMENTS

1997—Subsec. (a). Pub. L. 105–65, § 517(c)(3), designated
existing provisions as subsec. (a) and inserted heading.

Subsec. (a)(5). Pub. L. 105–65, § 517(c)(1), (2), (4), added
par. (5).

Subsec. (b). Pub. L. 105–65, § 517(c)(4), added subsec.
(b).

§ 4566. Monitoring and enforcing compliance
with housing goals

(a) In general
(1) Authority

The Secretary shall monitor and enforce
compliance with the housing goals established
under sections 4562, 4563, and 4564 of this title,
as provided in this section.
(2) Guidelines

The Secretary shall establish guidelines to
measure the extent of compliance with the
housing goals, which may assign full credit,
partial credit, or no credit toward achieve-
ment of the housing goals to different cat-
egories of mortgage purchase activities of the
enterprises, based on such criteria as the Sec-
retary deems appropriate.
(3) Extent of compliance

In determining compliance with the housing
goals established under this subpart, the Sec-
retary—

(A) shall consider any single mortgage
purchased by an enterprise as contributing
to the achievement of each housing goal for
which such mortgage purchase qualifies; and

(B) may take into consideration the num-
ber of housing units financed by any mort-
gage on housing purchased by an enterprise.

(b) Notice and determination of failure to meet
goals

(1) Notice
If the Secretary determines that an enter-

prise has failed, or that there is a substantial
probability that an enterprise will fail, to
meet any housing goal established under sec-
tion 4562, 4563, or 4564 of this title, the Sec-
retary shall provide written notice to the en-
terprise of such a determination, the reasons
for such determination, the requirement to
submit a housing plan under subsection (c) of
this section, and the information on which the
Secretary based the determination or imposed
such requirement.
(2) Response period

(A) In general
During the 30-day period beginning on the

date that an enterprise is provided notice
under paragraph (1), the enterprise may sub-
mit to the Secretary any written informa-
tion that the enterprise considers appro-
priate for consideration by the Secretary in
determining whether such failure has oc-
curred or whether the achievement of such
goal was or is feasible.
(B) Extended period

The Secretary may extend the period
under subparagraph (A) for good cause for
not more than 30 additional days.
(C) Shortened period

The Secretary may shorten the period
under subparagraph (A) for good cause.
(D) Failure to respond

The failure of an enterprise to provide in-
formation during the 30-day period under
this paragraph (as extended or shortened)
shall waive any right of the enterprise to
comment on the proposed determination or
action of the Secretary.

(3) Consideration of information and deter-
mination

(A) In general
After the expiration of the response period

under paragraph (2) or upon receipt of infor-
mation provided during such period by the
enterprise, whichever occurs earlier, the
Secretary shall determine (i) whether the
enterprise has failed, or there is a substan-
tial probability that the enterprise will fail,
to meet the housing goal, and (ii) whether
(taking into consideration market and eco-
nomic conditions and the financial condition
of the enterprise) the achievement of the
housing goal was or is feasible.
(B) Considerations

In making such determinations, the Sec-
retary shall take into consideration any rel-
evant information submitted by the enter-
prise during the response period.
(C) Notice

The Secretary shall provide written notice
to the enterprise, the Committee on Bank-
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ing, Finance and Urban Affairs of the House
of Representatives, and the Committee on
Banking, Housing, and Urban Affairs of the
Senate, of—

(i) each determination that an enterprise
has failed, or that there is a substantial
probability that the enterprise will fail, to
meet a housing goal;

(ii) each determination that the achieve-
ment of a housing goal was or is feasible;
and

(iii) the reasons for each such determina-
tion.

Such notice shall respond to any informa-
tion submitted during the response period.

(c) Housing plans
(1) Requirement

If the Secretary finds pursuant to subsection
(b) of this section, that an enterprise has
failed, or that there is a substantial prob-
ability that an enterprise will fail, to meet
any housing goal established under section
4562, 4563, or 4564 of this title, and that the
achievement of the housing goal was or is fea-
sible, the Secretary shall require the enter-
prise to submit a housing plan under this sub-
section for approval by the Secretary.

(2) Contents
Each housing plan shall be a feasible plan

describing the specific actions the enterprise
will take—

(A) to achieve the goal for the next cal-
endar year; or

(B) if the Secretary determines that there
is a substantial probability that the enter-
prise will fail to meet a goal in the current
year, to make such improvements as are rea-
sonable in the remainder of such year.

The plan shall be sufficiently specific to en-
able the Secretary to monitor compliance pe-
riodically.

(3) Deadline for submission
The Secretary shall, by regulation, establish

a deadline for an enterprise to submit a hous-
ing plan to the Secretary, which may not be
more than 45 days after the enterprise is pro-
vided notice under subsection (b)(3) of this sec-
tion that a housing plan is required. The regu-
lations shall provide that the Secretary may
extend the deadline to the extent that the Sec-
retary determines necessary. Any extension of
the deadline shall be in writing and for a time
certain.

(4) Approval
The Secretary shall review each housing

plan submitted under this subsection and, not
later than 30 days after submission of the plan,
approve or disapprove the plan. The Secretary
may extend the period for approval or dis-
approval for a single additional 30-day period
if the Secretary determines it necessary. The
Secretary shall approve any plan that the Sec-
retary determines is likely to succeed, and
conforms with the Federal National Mortgage
Association Charter Act [12 U.S.C. 1716 et seq.]
or the Federal Home Loan Mortgage Corpora-
tion Act [12 U.S.C. 1451 et seq.] (as applicable),

this chapter, and any other applicable laws
and regulations.
(5) Notice of approval and disapproval

The Secretary shall provide written notice
to any enterprise submitting a housing plan of
the approval or disapproval of the plan (which
shall include the reasons for any disapproval
of the plan) and of any extension of the period
for approval or disapproval.
(6) Resubmission

If the initial housing plan submitted by an
enterprise is disapproved, the enterprise shall
submit an amended plan acceptable to the
Secretary within 30 days or such longer period
that the Secretary determines is in the public
interest.

(Pub. L. 102–550, title XIII, § 1336, Oct. 28, 1992, 106
Stat. 3962.)

REFERENCES IN TEXT

The Federal National Mortgage Association Charter
Act, referred to in subsec. (c)(4), is title III of act June
27, 1934, ch. 847, 48 Stat. 1252, as amended, which is clas-
sified generally to subchapter III (§ 1716 et seq.) of chap-
ter 13 of this title. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 1716 of this title and Tables.

The Federal Home Loan Mortgage Corporation Act,
referred to in subsec. (c)(4), is title III of Pub. L. 91–351,
July 24, 1970, 84 Stat. 451, as amended, which is classi-
fied generally to chapter 11A (§ 1451 et seq.) of this title.
For complete classification of this Act to the Code, see
Short Title and Statement of Purpose note set out
under section 1451 of this title and Tables.

This chapter, referred to in subsec. (c)(4), was in the
original ‘‘this title’’, meaning title XIII of Pub. L.
102–550, Oct. 28, 1992, 106 Stat. 3941, which is classified
principally to this chapter. For complete classification
of title XIII to the Code, see Short Title note set out
under section 4501 of this title and Tables.

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4562, 4563, 4564,
4581, 4585, 4631, 4636 of this title.

§ 4567. Reports during transition

Each enterprise shall submit to the Secretary,
the Committee on Banking, Finance and Urban
Affairs of the House of Representatives, and the
Committee on Banking, Housing, and Urban Af-
fairs of the Senate, a report for each transi-
tional housing goal for the enterprise under sec-
tion 4562(d), 4563(d), or 4564(d) of this title, de-
scribing the actions the enterprise plans to take
to meet such goal. Each such report shall be
submitted within 45 days after the establish-
ment of the goal for which the report is submit-
ted.
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1 So in original.

(Pub. L. 102–550, title XIII, § 1337, Oct. 28, 1992, 106
Stat. 3964.)

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4581, 4585, 4631,
4636 of this title.

SUBPART 3—ENFORCEMENT OF HOUSING GOALS

§ 4581. Cease-and-desist proceedings

(a) Grounds for issuance
The Secretary may issue and serve a notice of

charges under this section upon an enterprise if,
in the determination of the Secretary—

(1) the enterprise has failed to submit a
housing plan that substantially complies with
section 4566(c) of this title within the applica-
ble period;

(2) the enterprise is engaging or has engaged,
or the Secretary has reasonable cause to be-
lieve that the enterprise is about to engage, in
any failure to make a good faith effort to com-
ply with a housing plan for the enterprise sub-
mitted and approved under section 4566(c) of
this title; or

(3) the enterprise has failed to submit the in-
formation required under subsection (m) or (n)
of section 1723a of this title, subsection (e) or
(f) of section 1456 of this title, or section 4567
of this title.

(b) Procedure
(1) Notice of charges

Each notice of charges shall contain a state-
ment of the facts constituting the alleged con-
duct and shall fix a time and place at which a
hearing will be held to determine on the
record whether an order to cease and desist
from such conduct should issue.

(2) Issuance of order
If the Secretary finds on the record made at

such hearing that any conduct specified in the
notice of charges has been established (or the
enterprise consents pursuant to section
4582(a)(4) of this title), the Secretary may
issue and serve upon the enterprise an order
requiring the enterprise to (A) submit a hous-
ing plan in compliance with section 4566(c) of
this title, (B) comply with the housing plan, or
(C) provide the information required under
subsection (m) or (n) of section 1723a of this
title, subsection (e) or (f) of section 1456 of this
title, or section 4567 of this title.

(c) Effective date
An order under this section shall become effec-

tive upon the expiration of the 30-day period be-

ginning on the service of the order upon the en-
terprise (except in the case of an order issued
upon consent, which shall become effective at
the time specified therein), and shall remain ef-
fective and enforceable as provided in the order,
except to the extent that the order is stayed,
modified, terminated, or set aside by action of
the Secretary or otherwise, as provided in this
subpart.
(d) Transition period limitation

The Secretary may not impose any cease-and-
desist order under this section for any failure by
an enterprise, during the 2-year period begin-
ning on the 1 January 1, 1993, to comply with an
approved housing plan, unless the Secretary de-
termines that the enterprise has intentionally
failed to make a good faith effort to comply
with the approved plan.

(Pub. L. 102–550, title XIII, § 1341, Oct. 28, 1992, 106
Stat. 3964.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4582, 4583, 4584
of this title.

§ 4582. Hearings

(a) Requirements
(1) Venue and record

Any hearing under section 4581 or 4585 of this
title shall be held on the record and in the Dis-
trict of Columbia.
(2) Timing

Any such hearing shall be fixed for a date
not earlier than 30 days nor later than 60 days
after service of the notice of charges under
section 4581(b)(1) of this title or determination
to impose a penalty under section 4585(c)(1) of
this title, unless an earlier or a later date is
set by the hearing officer at the request of the
enterprise served.
(3) Procedure

Any such hearing shall be conducted in ac-
cordance with chapter 5 of title 5.
(4) Failure to appear

If the enterprise served fails to appear at the
hearing through a duly authorized representa-
tive, such enterprise shall be deemed to have
consented to the issuance of the cease-and-de-
sist order or the imposition of the penalty for
which the hearing is held.

(b) Issuance of order
(1) In general

After any such hearing, and within 90 days
after the enterprise has been notified that the
case has been submitted to the Secretary for
final decision, the Secretary shall render the
decision (which shall include findings of fact
upon which the decision is predicated) and
shall issue and serve upon the enterprise an
order or orders consistent with the provisions
of this subpart.
(2) Modification

Judicial review of any such order shall be
exclusively as provided in section 4583 of this
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title. Unless such a petition for review is time-
ly filed as provided in section 4583 of this title,
and thereafter until the record in the proceed-
ing has been filed as so provided, the Sec-
retary may at any time, modify, terminate, or
set aside any such order, upon such notice and
in such manner as the Secretary considers
proper. Upon such filing of the record, the Sec-
retary may modify, terminate, or set aside
any such order with permission of the court.

(Pub. L. 102–550, title XIII, § 1342, Oct. 28, 1992, 106
Stat. 3965.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4581, 4583, 4585,
4586 of this title.

§ 4583. Judicial review

(a) Commencement
An enterprise that is a party to a proceeding

under section 4581 or 4585 of this title may ob-
tain review of any final order issued under such
section by filing in the United States Court of
Appeals for the District of Columbia Circuit,
within 30 days after the date of service of such
order, a written petition praying that the order
of the Secretary be modified, terminated, or set
aside. The clerk of the court shall transmit a
copy of the petition to the Secretary.

(b) Filing of record
Upon receiving a copy of a petition, the Sec-

retary shall file in the court the record in the
proceeding, as provided in section 2112 of title
28.

(c) Jurisdiction
Upon the filing of a petition, such court shall

have jurisdiction, which upon the filing of the
record by the Secretary shall (except as pro-
vided in the last sentence of section 4582(b)(2) of
this title) be exclusive, to affirm, modify, termi-
nate, or set aside, in whole or in part, the order
of the Secretary.

(d) Review
Review of such proceedings shall be governed

by chapter 7 of title 5.

(e) Order to pay penalty
Such court shall have the authority in any

such review to order payment of any penalty im-
posed by the Secretary under this subpart.

(f) No automatic stay
The commencement of proceedings for judicial

review under this section shall not, unless spe-
cifically ordered by the court, operate as a stay
of any order issued by the Secretary.

(Pub. L. 102–550, title XIII, § 1343, Oct. 28, 1992, 106
Stat. 3966.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4582, 4585, 4586
of this title.

§ 4584. Enforcement and jurisdiction

(a) Enforcement
The Secretary may request the Attorney Gen-

eral of the United States to bring an action in
the United States District Court for the District

of Columbia for the enforcement of any effective
notice or order issued under section 4581 or 4585
of this title. Such court shall have jurisdiction
and power to order and require compliance here-
with.
(b) Limitation on jurisdiction

Except as otherwise provided in this subpart,
no court shall have jurisdiction to affect, by in-
junction or otherwise, the issuance or enforce-
ment of any notice or order under section 4581 or
4585 of this title, or to review, modify, suspend,
terminate, or set aside any such notice or order.

(Pub. L. 102–550, title XIII, § 1344, Oct. 28, 1992, 106
Stat. 3966.)

§ 4585. Civil money penalties

(a) Authority
The Secretary may impose a civil money pen-

alty, in accordance with the provisions of this
section, on any enterprise that has failed—

(1) to submit a housing plan that substan-
tially complies with section 4566(c) of this
title within the applicable period;

(2) to make a good faith effort to comply
with a housing plan for the enterprise submit-
ted and approved under section 4566(c) of this
title; or

(3) to submit the information required under
subsection (m) or (n) of section 1723a of this
title, subsection (e) or (f) of section 1456 of this
title, or section 4567 of this title.

(b) Amount of penalty
The amount of the penalty, as determined by

the Secretary, may not exceed—
(1) for any failure described in subsection

(a)(1) of this section, $25,000 for each day that
the failure occurs; and

(2) for any failure described in subsection
(a)(2) or (3) of this section, $10,000 for each day
that the failure occurs.

(c) Procedures
(1) Establishment

The Secretary shall establish standards and
procedures governing the imposition of civil
money penalties under this section. Such
standards and procedures—

(A) shall provide for the Secretary to no-
tify the enterprise in writing of the Sec-
retary’s determination to impose the pen-
alty, which shall be made on the record;

(B) shall provide for the imposition of a
penalty only after the enterprise has been
given an opportunity for a hearing on the
record pursuant to section 4582 of this title;
and

(C) may provide for review by the Director
for any determination or order, or interlocu-
tory ruling, arising from a hearing.

(2) Factors in determining amount of penalty
In determining the amount of a penalty

under this section, the Secretary shall give
consideration to such factors as the gravity of
the offense, any history of prior offenses, abil-
ity to pay the penalty, injury to the public,
benefits received, deterrence of future viola-
tions, and such other factors as the Secretary
may determine, by regulation, to be appro-
priate.
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(d) Action to collect penalty
If an enterprise fails to comply with an order

by the Secretary imposing a civil money penalty
under this section, after the order is no longer
subject to review as provided by sections 4582
and 4583 of this title, the Secretary may request
the Attorney General of the United States to
bring an action in the United States District
Court for the District of Columbia to obtain a
monetary judgment against the enterprise and
such other relief as may be available. The mone-
tary judgment may, in the court’s discretion, in-
clude the attorneys fees and other expenses in-
curred by the United States in connection with
the action. In an action under this subsection,
the validity and appropriateness of the order im-
posing the penalty shall not be subject to re-
view.
(e) Settlement by Secretary

The Secretary may compromise, modify, or
remit any civil money penalty which may be, or
has been, imposed under this section.
(f) Transition period limitation

The Secretary may not impose any civil
money penalty under this section for any failure
by an enterprise, during the 2-year period begin-
ning on January 1, 1993, to comply with an ap-
proved housing plan, unless the Secretary deter-
mines that the enterprise has intentionally
failed to make a good faith effort to comply
with an approved plan.
(g) Deposit of penalties

The Secretary shall deposit any civil money
penalties collected under this section into the
general fund of the Treasury.

(Pub. L. 102–550, title XIII, § 1345, Oct. 28, 1992, 106
Stat. 3966.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4582, 4583, 4584
of this title.

§ 4586. Public disclosure of final orders and
agreements

(a) In general
The Secretary shall make available to the

public—
(1) any written agreement or other written

statement for which a violation may be re-
dressed by the Secretary or any modification
to or termination thereof, unless the Sec-
retary, in the Secretary’s discretion, deter-
mines that public disclosure would be con-
trary to the public interest or determines
under subsection (c) of this section that public
disclosure would seriously threaten the finan-
cial health or security of the enterprise;

(2) any order that is issued with respect to
any administrative enforcement proceeding
initiated by the Secretary under this subpart
and that has become final in accordance with
sections 4582 and 4583 of this title; and

(3) any modification to or termination of
any final order made public pursuant to this
subsection.

(b) Hearings
All hearings with respect to any notice of

charges issued by the Secretary shall be open to

the public, unless the Secretary, in the Sec-
retary’s discretion, determines that holding an
open hearing would be contrary to the public in-
terest.
(c) Delay of public disclosure under exceptional

circumstances
If the Secretary makes a determination in

writing that the public disclosure of any final
order pursuant to subsection (a) of this section
would seriously threaten the financial sound-
ness of the enterprise, the Secretary may delay
the public disclosure of such order for a reason-
able time.
(d) Documents filed under seal in public enforce-

ment hearings
The Secretary may file any document or part

thereof under seal in any hearing under this sub-
part if the Secretary determines in writing that
disclosure thereof would be contrary to the pub-
lic interest.
(e) Retention of documents

The Secretary shall keep and maintain a
record, for not less than 6 years, of all docu-
ments described in subsection (a) of this section
and all enforcement agreements and other su-
pervisory actions and supporting documents is-
sued with respect to or in connection with any
enforcement proceeding initiated by the Sec-
retary under this subpart.
(f) Disclosures to Congress

This section may not be construed to author-
ize the withholding, or to prohibit the disclo-
sure, of any information to the Congress or any
committee or subcommittee thereof.

(Pub. L. 102–550, title XIII, § 1346, Oct. 28, 1992, 106
Stat. 3968.)

§ 4587. Notice of service

Any service required or authorized to be made
by the Secretary under this subpart may be
made by registered mail or in such other man-
ner reasonably calculated to give actual notice,
as the Secretary may by regulation or otherwise
provide.

(Pub. L. 102–550, title XIII, § 1347, Oct. 28, 1992, 106
Stat. 3968.)

§ 4588. Subpoena authority

(a) In general
In the course of or in connection with any ad-

ministrative proceeding under this subpart, the
Secretary shall have the authority—

(1) to administer oaths and affirmations;
(2) to take and preserve testimony under

oath;
(3) to issue subpoenas and subpoenas duces

tecum; and
(4) to revoke, quash, or modify subpoenas

and subpoenas duces tecum issued by the Sec-
retary.

(b) Witnesses and documents
The attendance of witnesses and the produc-

tion of documents provided for in this section
may be required from any place in any State at
any designated place where such proceeding is
being conducted.



Page 1560TITLE 12—BANKS AND BANKING§ 4589

(c) Enforcement
The Secretary may request the Attorney Gen-

eral of the United States to bring an action in
the United States district court for the judicial
district in which such proceeding is being con-
ducted, or where the witness resides or conducts
business, or the United States District Court for
the District of Columbia, for enforcement of any
subpoena or subpoena duces tecum issued pursu-
ant to this section. Such courts shall have juris-
diction and power to order and require compli-
ance therewith.

(d) Fees and expenses
Witnesses subpoenaed under this section shall

be paid the same fees and mileage that are paid
witnesses in the district courts of the United
States. Any court having jurisdiction of any
proceeding instituted under this section by an
enterprise may allow to any such party such
reasonable expenses and attorneys fees as the
court deems just and proper. Such expenses and
fees shall be paid by the enterprise or from its
assets.

(Pub. L. 102–550, title XIII, § 1348, Oct. 28, 1992, 106
Stat. 3968.)

§ 4589. Regulations

The Secretary shall issue any final regulations
necessary to implement the provisions of this
part (not including the provisions of sections
4562(d), 4563(d), and 4564(d) of this title, relating
to transition housing goals) not later than the
expiration of the 18-month period beginning on
October 28, 1992. Such regulations shall be issued
after notice and opportunity for public comment
pursuant to the provisions of section 553 of title
5.

(Pub. L. 102–550, title XIII, § 1349, Oct. 28, 1992, 106
Stat. 3969.)

PART C—MISCELLANEOUS PROVISIONS

§ 4601. Review of underwriting guidelines

(a) Study
Each of the enterprises shall conduct a study

to review the underwriting guidelines of the en-
terprise. The studies shall examine—

(1) the extent to which the underwriting
guidelines prevent or inhibit the purchase or
securitization of mortgages for housing lo-
cated in mixed-use, urban center, and pre-
dominantly minority neighborhoods and for
housing for low- and moderate-income fami-
lies;

(2) the standards employed by private mort-
gage insurers and the extent to which such
standards inhibit the purchase and securitiza-
tion by the enterprises of mortgages described
in paragraph (1); and

(3) the implications of implementing under-
writing standards that—

(A) establish a downpayment requirement
for mortgagors of 5 percent or less;

(B) allow the use of cash on hand as a
source for downpayments; and

(C) approve borrowers who have a credit
history of delinquencies if the borrower can
demonstrate a satisfactory credit history for

at least the 12-month period ending on the
date of the application for the mortgage.

(b) Report
Not later than the expiration of the 1-year pe-

riod beginning on October 28, 1992, each enter-
prise shall submit to the Secretary, the Com-
mittee on Banking, Finance and Urban Affairs
of the House of Representatives, and the Com-
mittee on Banking, Housing, and Urban Affairs
of the Senate a report regarding the study con-
ducted by the enterprise under subsection (a) of
this section. Each report shall include any rec-
ommendations of the enterprise for better meet-
ing the housing needs of low- and moderate-in-
come families.

(Pub. L. 102–550, title XIII, § 1354, Oct. 28, 1992, 106
Stat. 3970.)

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

§ 4602. Studies of effects of privatization of
FNMA and FHLMC

(a) In general
The Comptroller General of the United States,

the Secretary of Housing and Urban Develop-
ment, the Secretary of the Treasury, and the Di-
rector of the Congressional Budget Office shall
each conduct and submit to the Committee on
Banking, Finance and Urban Affairs of the
House of Representatives and the Committee on
Banking, Housing, and Urban Affairs of the Sen-
ate, not later than the expiration of the 2-year
period beginning on October 28, 1992, a study re-
garding the desirability and feasibility of re-
pealing the Federal charters of the Federal Na-
tional Mortgage Association and the Federal
Home Loan Mortgage Corporation, eliminating
any Federal sponsorship of the enterprises, and
allowing the enterprises to continue to operate
as fully private entities.
(b) Requirements

Each study shall particularly examine the ef-
fects of such privatization on—

(1) the requirements applicable to the Fed-
eral National Mortgage Association and the
Federal Home Loan Mortgage Corporation
under Federal law and the costs to the enter-
prises;

(2) the cost of capital to the enterprises;
(3) housing affordability and availability and

the cost of homeownership;
(4) the level of secondary mortgage market

competition subsequently available in the pri-
vate sector;

(5) whether increased amounts of capital
would be necessary for the enterprises to con-
tinue operation;
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(6) the secondary market for residential
loans and the liquidity of such loans; and

(7) any other factors that the Comptroller
General, the Secretary of Housing and Urban
Development, the Secretary of the Treasury,
or the Director of the Congressional Budget
Office deems appropriate to enable the Con-
gress to evaluate the desirability and feasibil-
ity of privatization of the enterprises.

(c) Information
The Federal National Mortgage Association

and the Federal Home Loan Mortgage Corpora-
tion shall provide full and prompt access to the
Comptroller General, the Secretary of Housing
and Urban Development, the Secretary of the
Treasury, and the Director of the Congressional
Budget Office to any books, records, and other
information requested for the purposes of con-
ducting the studies under this section.

(d) Views of FNMA and FHLMC
(1) Consideration in studies

In conducting the studies under this section,
the Comptroller General, the Secretary of
Housing and Urban Development, the Sec-
retary of the Treasury, and the Director of the
Congressional Budget Office shall each con-
sider the views of the Federal National Mort-
gage Association and the Federal Home Loan
Mortgage Corporation.

(2) Direct report
The Federal National Mortgage Association

and the Federal Home Loan Mortgage Cor-
poration may each report directly to the Com-
mittee on Banking, Finance and Urban Affairs
of the House of Representatives and the Com-
mittee on Banking, Housing, and Urban Af-
fairs of the Senate on its own analysis of the
desirability and feasibility of repealing the
Federal charters of the enterprises, eliminat-
ing any Federal sponsorship, and allowing the
enterprises to continue to operate as fully pri-
vate entities.

(Pub. L. 102–550, title XIII, § 1355, Oct. 28, 1992, 106
Stat. 3970.)

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

§ 4603. Transition

Before the expiration of the period ending 18
months after the appointment of the Director
under section 4512 of this title, any rules and
regulations promulgated before October 28, 1992,
by the Secretary pursuant to the Federal Na-
tional Mortgage Association Charter Act [12
U.S.C. 1716 et seq.] or the Federal Home Loan
Mortgage Corporation Act [12 U.S.C. 1451 et seq.]

shall remain in effect unless modified, termi-
nated, superseded, or revoked by operation of
law or in accordance with law. Such rules and
regulations shall terminate, effective upon the
expiration of such period.

(Pub. L. 102–550, title XIII, § 1356, Oct. 28, 1992, 106
Stat. 3971.)

REFERENCES IN TEXT

The Federal National Mortgage Association Charter
Act, referred to in text, is title III of act June 27, 1934,
ch. 847, 48 Stat. 1252, as amended, which is classified
generally to subchapter III (§ 1716 et seq.) of chapter 13
of this title. For complete classification of this Act to
the Code, see Short Title note set out under section
1716 of this title and Tables.

The Federal Home Loan Mortgage Corporation Act,
referred to in text, is title III of Pub. L. 91–351, July 24,
1970, 84 Stat. 451, as amended, which is classified gener-
ally to chapter 11A (§ 1451 et seq.) of this title. For com-
plete classification of this Act to the Code, see Short
Title and Statement of Purpose note set out under sec-
tion 1451 of this title and Tables.

SUBCHAPTER II—REQUIRED CAPITAL LEV-
ELS FOR ENTERPRISES AND SPECIAL
ENFORCEMENT POWERS

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 4513, 4516,
4631, 4635 of this title.

§ 4611. Risk-based capital levels

(a) Risk-based capital test
The Director shall, by regulation, establish a

risk-based capital test under this section for the
enterprises. When applied to an enterprise, the
risk-based capital test shall determine the
amount of total capital for the enterprise that is
sufficient for the enterprise to maintain positive
capital during a 10-year period in which the fol-
lowing circumstances occur (in this section re-
ferred to as the ‘‘stress period’’):

(1) Credit risk
With respect to mortgages owned or guaran-

teed by the enterprise and other obligations of
the enterprise, losses occur throughout the
United States at a rate of default and severity
(based on any measurements of default reason-
ably related to prevailing practice for that in-
dustry in determining capital adequacy) rea-
sonably related to the rate and severity that
occurred in contiguous areas of the United
States containing an aggregate of not less
than 5 percent of the total population of the
United States that, for a period of not less
than 2 years, experienced the highest rates of
default and severity of mortgage losses, in
comparison with such rates of default and se-
verity of mortgage losses in other such areas
for any period of such duration.
(2) Interest rate risk

(A) In general
Interest rates decrease as described in sub-

paragraph (B) or increase as described in
subparagraph (C), whichever would require
more capital for the enterprise.
(B) Decreases

The 10-year constant maturity Treasury
yield decreases during the first year of the
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stress period and will remain at the new
level for the remainder of the stress period.
The yield decreases to the lesser of—

(i) 600 basis points below the average
yield during the preceding 9 months, or

(ii) 60 percent of the average yield during
the preceding 3 years,

but in no case to a yield less than 50 percent
of the average yield during the preceding 9
months.
(C) Increases

The 10-year constant maturity Treasury
yield increases during the first year of the
stress period and will remain at the new
level for the remainder of the stress period.
The yield increases to the greater of—

(i) 600 basis points above the average
yield during the preceding 9 months, or

(ii) 160 percent of the average yield dur-
ing the preceding 3 years,

but in no case to a yield greater than 175
percent of the average yield during the pre-
ceding 9 months.
(D) Different terms to maturity

Yields of Treasury instruments with other
terms to maturity will change relative to
the 10-year constant maturity Treasury
yield in patterns and for durations that are
reasonably related to historical experience
and are judged reasonable by the Director.
(E) Large increases in yields

If the 10-year constant maturity Treasury
yield is assumed to increase by more than 50
percent over the average yield during the
preceding 9 months, the Director shall ad-
just the losses in paragraphs (1) and (3) to re-
flect a correspondingly higher rate of gen-
eral price inflation.

(3) New business
(A) In general

Any contractual commitments of the en-
terprise to purchase mortgages or issue se-
curities will be fulfilled. The characteristics
of resulting mortgage purchases, securities
issued, and other financing will be consist-
ent with the contractual terms of such com-
mitments, recent experience, and the eco-
nomic characteristics of the stress period.
No other purchases of mortgages shall be as-
sumed, except as provided in subparagraph
(B).
(B) Additional new business

The Director may, after consideration of
each of the studies required by subparagraph
(C), assume that the enterprise conducts ad-
ditional new business during the stress pe-
riod consistent with the following—

(i) Amount and product types
The amount and types of mortgages pur-

chased and their financing will be reason-
ably related to recent experience and the
economic characteristics of the stress pe-
riod.
(ii) Losses

Default and loss severity characteristics
of mortgages purchased will be reasonably
related to historical experience.

(iii) Pricing
Prices charged by the enterprise in pur-

chasing new mortgages will be reasonably
related to recent experience and the eco-
nomic characteristics of the stress period.
The Director may assume that a reason-
able period of time would lapse before the
enterprise would recognize and react to
the characteristics of the stress period.
(iv) Interest rate risk

Interest rate risk on new mortgages pur-
chased will occur to an extent reasonably
related to historical experience.
(v) Reserves

The enterprise must maintain reserves
during and at the end of the stress period
on new business conducted during the first
5 years of the stress period reasonably re-
lated to the expected future losses on such
business, consistent with generally accept-
ed accounting principles and industry ac-
counting practice.

(C) Studies
Within 1 year after regulations are first is-

sued under subsection (e) of this section, the
Director of the Congressional Budget Office,
and the Comptroller General of the United
States shall each submit to the Committee
on Banking, Housing, and Urban Affairs of
the Senate and the Committee on Banking,
Finance and Urban Affairs of the House of
Representatives a study of the advisability
and appropriate form of any new business as-
sumptions under subparagraph (B).
(D) Effective date

The provisions of subparagraph (B) shall
become effective 4 years after regulations
are first issued under subsection (e) of this
section.

(4) Other activities
Losses or gains on other activities, including

interest rate and foreign exchange hedging ac-
tivities, shall be determined by the Director,
on the basis of available information, to be
consistent with the stress period.

(b) Considerations
(1) In general

In establishing the risk-based capital test
under subsection (a) of this section, the Direc-
tor shall take into account appropriate dis-
tinctions among types of mortgage products,
differences in seasoning of mortgages, and any
other factors the Director considers appro-
priate.
(2) Consistency

Characteristics of the stress period other
than those specifically set forth in subsection
(a) of this section, such as prepayment experi-
ence and dividend policies, will be those deter-
mined by the Director, on the basis of avail-
able information, to be most consistent with
the stress period.

(c) Risk-based capital level
For purposes of this subchapter, the risk-based

capital level for an enterprise shall be equal to
the sum of the following amounts:
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(1) Credit and interest rate risk
The amount of total capital determined by

applying the risk-based capital test under sub-
section (a) of this section to the enterprise.
(2) Management and operations risk

To provide for management and operations
risk, 30 percent of the amount of total capital
determined by applying the risk-based capital
test under subsection (a) of this section to the
enterprise.

(d) Definitions
For purposes of this section:
(1) Seasoning

The term ‘‘seasoning’’ means the change
over time in the ratio of the unpaid principal
balance of a mortgage to the value of the prop-
erty by which such mortgage loan is secured,
determined on an annual basis by region, in
accordance with the Constant Quality Home
Price Index published by the Secretary of
Commerce (or any index of similar quality, au-
thority, and public availability that is regu-
larly used by the Federal Government).
(2) Type of mortgage product

The term ‘‘type of mortgage product’’ means
a classification of one or more mortgage prod-
ucts, as established by the Director, which
have similar characteristics from each set of
characteristics under the following subpara-
graphs:

(A) The property securing the mortgage
is—

(i) a residential property consisting of 1
to 4 dwelling units; or

(ii) a residential property consisting of
more than 4 dwelling units.

(B) The interest rate on the mortgage is—
(i) fixed; or
(ii) adjustable.

(C) The priority of the lien securing the
mortgage is—

(i) first; or
(ii) second or other.

(D) The term of the mortgage is—
(i) 1 to 15 years;
(ii) 16 to 30 years; or
(iii) more than 30 years.

(E) The owner of the property is—
(i) an owner-occupant; or
(ii) an investor.

(F) The unpaid principal balance of the
mortgage—

(i) will amortize completely over the
term of the mortgage and will not increase
significantly at any time during the term
of the mortgage;

(ii) will not amortize completely over
the term of the mortgage and will not in-
crease significantly at any time during the
term of the mortgage; or

(iii) may increase significantly at some
time during the term of the mortgage.

(G) Any other characteristics of the mort-
gage, as the Director may determine.

(e) Regulations
(1) Issuance

The Director shall issue final regulations es-
tablishing the risk-based capital test under

this section not later than the expiration of
the 18-month period beginning on the date of
the appointment of the Director. Such regula-
tions shall be issued after notice and oppor-
tunity for public comment pursuant to the
provisions of section 553 of title 5 and shall
take effect upon issuance.
(2) Contents

The regulations under this subsection shall
contain specific requirements, definitions,
methods, variables, and parameters used under
the risk-based capital test and in implement-
ing the test (such as loan loss severity, float
income, loan-to-value ratios, taxes, yield
curve slopes, default experience, and prepay-
ment rates). The regulations shall be suffi-
ciently specific to permit an individual other
than the Director to apply the test in the
same manner as the Director.
(3) Confidentiality of information

Any person that receives any book, record,
or information from the Director or an enter-
prise to enable the risk-based capital test to
be applied shall—

(A) maintain the confidentiality of the
book, record, or information in a manner
that is generally consistent with the level of
confidentiality established for the material
by the Director or the enterprise; and

(B) be exempt from section 552 of title 5
with respect to the book, record, or informa-
tion.

(f) Availability of model
The Director shall provide copies of the statis-

tical model or models used to implement the
risk-based capital test under this section to the
Secretary, the Board of Governors of the Fed-
eral Reserve System, the Director of the Office
of Management and Budget, the Comptroller
General of the United States, and the Director
of the Congressional Budget Office. The Director
shall make copies of such model or models avail-
able for public acquisition and may charge a
reasonable fee for such copies.

(Pub. L. 102–550, title XIII, § 1361, Oct. 28, 1992, 106
Stat. 3972.)

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1426, 1452, 1718,
4542, 4614, 4615 of this title.

§ 4612. Minimum capital levels

(a) In general
For purposes of this subchapter, the minimum

capital level for each enterprise shall be the sum
of—
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(1) 2.50 percent of the aggregate on-balance
sheet assets of the enterprise, as determined
in accordance with generally accepted ac-
counting principles;

(2) 0.45 percent of the unpaid principal bal-
ance of outstanding mortgage-backed securi-
ties and substantially equivalent instruments
issued or guaranteed by the enterprise that
are not included in paragraph (1); and

(3) 0.45 percent of other off-balance sheet ob-
ligations of the enterprise not included in
paragraph (2) (excluding commitments in ex-
cess of 50 percent of the average dollar amount
of the commitments outstanding each quarter
over the preceding 4 quarters), except that the
Director shall adjust such percentage to re-
flect differences in the credit risk of such obli-
gations in relation to the instruments in-
cluded in paragraph (2).

(b) Transition
Notwithstanding subsection (a) of this section,

during the 18-month period beginning upon Oc-
tober 28, 1992, the minimum capital level for
each enterprise shall be the sum of—

(1) 2.25 percent of the aggregate on-balance
sheet assets of the enterprise, as determined
in accordance with generally accepted ac-
counting principles;

(2) 0.40 percent of the unpaid principal bal-
ance of outstanding mortgage-backed securi-
ties and substantially equivalent instruments
issued or guaranteed by the enterprise that
are not included in paragraph (1); and

(3) 0.40 percent of other off-balance sheet ob-
ligations of the enterprise not included in
paragraph (2) (excluding commitments in ex-
cess of 50 percent of the average dollar amount
of the commitments outstanding each quarter
over the preceding 4 quarters), except that the
Director shall adjust such percentage to re-
flect differences in the credit risk of such obli-
gations in relation to the instruments in-
cluded in paragraph (2).

(Pub. L. 102–550, title XIII, § 1362, Oct. 28, 1992, 106
Stat. 3975.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1452, 1718, 4614,
4616, 4619 of this title.

§ 4613. Critical capital levels

For purposes of this subchapter, the critical
capital level for each enterprise shall be the sum
of—

(1) 1.25 percent of the aggregate on-balance
sheet assets of the enterprise, as determined
in accordance with generally accepted ac-
counting principles;

(2) 0.25 percent of the unpaid principal bal-
ance of outstanding mortgage-backed securi-
ties and substantially equivalent instruments
issued or guaranteed by the enterprise that
are not included in paragraph (1); and

(3) 0.25 percent of other off-balance sheet ob-
ligations of the enterprise not included in
paragraph (2) (excluding commitments in ex-
cess of 50 percent of the average dollar amount
of the commitments outstanding each quarter
over the preceding 4 quarters), except that the
Director shall adjust such percentage to re-

flect differences in the credit risk of such obli-
gations in relation to the instruments in-
cluded in paragraph (2).

(Pub. L. 102–550, title XIII, § 1363, Oct. 28, 1992, 106
Stat. 3976.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4614 of this title.

§ 4614. Capital classifications

(a) In general
For purposes of this subchapter, the Director

shall classify the enterprises according to the
following capital classifications:

(1) Adequately capitalized
An enterprise shall be classified as ade-

quately capitalized if the enterprise—
(A) maintains an amount of total capital

that is equal to or exceeds the risk-based
capital level established for the enterprise
under section 4611 of this title; and

(B) maintains an amount of core capital
that is equal to or exceeds the minimum
capital level established for the enterprise
under section 4612 of this title.

(2) Undercapitalized
An enterprise shall be classified as under-

capitalized if—
(A) the enterprise—

(i) does not maintain an amount of total
capital that is equal to or exceeds the risk-
based capital level established for the en-
terprise; and

(ii) maintains an amount of core capital
that is equal to or exceeds the minimum
capital level established for the enterprise;
or

(B) the enterprise is otherwise classified as
undercapitalized under subsection (b)(1) of
this section.

(3) Significantly undercapitalized
An enterprise shall be classified as signifi-

cantly undercapitalized if—
(A) the enterprise—

(i) does not maintain an amount of total
capital that is equal to or exceeds the risk-
based capital level established for the en-
terprise;

(ii) does not maintain an amount of core
capital that is equal to or exceeds the min-
imum capital level established for the en-
terprise; and

(iii) maintains an amount of core capital
that is equal to or exceeds the critical cap-
ital level established for the enterprise
under section 4613 of this title; or

(B) the enterprise is otherwise classified as
significantly undercapitalized under sub-
section (b)(2) of this section or section
4615(b) of this title.

(4) Critically undercapitalized
An enterprise shall be classified as critically

undercapitalized if—
(A) the enterprise—

(i) does not maintain an amount of total
capital that is equal to or exceeds the risk-
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1 So in original. The word ‘‘enterprise’’ probably should not ap-
pear.

based capital level established for the en-
terprise; and

(ii) does not maintain an amount of core
capital that is equal to or exceeds the crit-
ical capital level for the enterprise; or

(B) is otherwise classified as critically
undercapitalized under subsection (b)(3) of
this section or section 4616(b)(5) of this title.

(b) Discretionary classification
If at any time the Director determines in writ-

ing that an enterprise is engaging in conduct
not approved by the Director that could result
in a rapid depletion of core capital or that the
value of the property subject to mortgages held
or securitized by the enterprise has decreased
significantly, the Director may classify the en-
terprise—

(1) as undercapitalized, if the enterprise is
otherwise classified as adequately capitalized;

(2) as significantly undercapitalized, if the
enterprise is otherwise classified as under-
capitalized; and

(3) as critically undercapitalized, if the en-
terprise is otherwise classified as significantly
undercapitalized.

(c) Quarterly determination
The Director shall determine the capital clas-

sification of the enterprises for purposes of this
subchapter on not less than a quarterly basis
(and as appropriate under subsection (b) of this
section). The first such determination shall be
made during the 3-month period beginning on
the appointment of the Director.

(d) Implementation
Notwithstanding any other provision of this

section, during the period beginning on October
28, 1992, and ending upon the effective date of
section 4615 of this title (as provided in section
4615(c) of this title), an enterprise shall be clas-
sified as adequately capitalized if the enterprise
maintains an amount of core capital that is
equal to or exceeds the minimum capital level
for the enterprise under section 4612 of this title.

(Pub. L. 102–550, title XIII, § 1364, Oct. 28, 1992, 106
Stat. 3976.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4616, 4617, 4618,
4623 of this title.

§ 4615. Supervisory actions applicable to under-
capitalized enterprises

(a) Mandatory actions
(1) Capital restoration plan

An enterprise that is classified as under-
capitalized shall, within the time period pro-
vided in section 4622(b) and (d) of this title,
submit to the Director a capital restoration
plan that complies with section 4622 of this
title and carry out the plan after approval.

(2) Restriction on capital distributions
An enterprise that is classified as under-

capitalized may not make any capital dis-
tribution that would result in the enterprise
being reclassified as significantly under-
capitalized or critically undercapitalized.

(b) Discretionary reclassification from under-
capitalized to significantly undercapitalized

The Director may reclassify as significantly
undercapitalized an enterprise that is classified
as undercapitalized (and the enterprise shall be
subject to the provisions of section 4616 of this
title) if—

(1) the enterprise does not submit a capital
restoration plan that is substantially in com-
pliance with section 4622 of this title within
the applicable period or the Director does not
approve the capital restoration plan submitted
by the enterprise; or

(2) the Director determines that the enter-
prise has failed to make, in good faith, reason-
able efforts necessary to comply with the cap-
ital restoration plan and fulfill the schedule
for the plan approved by the Director.

(c) Effective date
This section shall take effect upon the expira-

tion of the 1-year period beginning on the date
of the effectiveness of the regulations issued
under section 4611(e) of this title establishing
the risk-based capital test.

(Pub. L. 102–550, title XIII, § 1365, Oct. 28, 1992, 106
Stat. 3978.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4614, 4617, 4618,
4636 of this title.

§ 4616. Supervisory actions applicable to signifi-
cantly undercapitalized enterprises

(a) Mandatory supervisory actions
(1) Capital restoration plan

An enterprise that is classified as signifi-
cantly undercapitalized shall, within the time
period under section 4622(b) and (d) of this
title, submit to the Director a capital restora-
tion plan that complies with section 4622 of
this title and carry out the plan after ap-
proval.
(2) Restrictions on capital distributions

(A) Prior approval
An enterprise that is classified as signifi-

cantly undercapitalized may not make any
capital distribution that would result in the
enterprise being reclassified as critically
undercapitalized. An enterprise that is clas-
sified as significantly undercapitalized en-
terprise 1 may not make any other capital
distribution unless the Director approves the
distribution.
(B) Standard for approval

The Director may approve a capital dis-
tribution by an enterprise classified as sig-
nificantly undercapitalized only if the Direc-
tor determines that the distribution (i) will
enhance the ability of the enterprise to meet
the risk-based capital level and the mini-
mum capital level for the enterprise prompt-
ly, (ii) will contribute to the long-term fi-
nancial safety and soundness of the enter-
prise, or (iii) is otherwise in the public inter-
est.
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1 So in original. Probably should be ‘‘subsection’’.

(b) Discretionary supervisory actions
In addition to any other actions taken by the

Director (including actions under subsection (a)
of this section), the Director may, at any time,
take any of the following actions with respect to
an enterprise that is classified as significantly
undercapitalized:

(1) Limitation on increase in obligations
Limit any increase in, or order the reduction

of, any obligations of the enterprise, including
off-balance sheet obligations.
(2) Limitation on growth

Limit or prohibit the growth of the assets of
the enterprise or require contraction of the as-
sets of the enterprise.
(3) Acquisition of new capital

Require the enterprise to acquire new cap-
ital in a form and amount determined by the
Director.
(4) Restriction of activities

Require the enterprise to terminate, reduce,
or modify any activity that the Director de-
termines creates excessive risk to the enter-
prise.
(5) Reclassification from significantly to criti-

cally undercapitalized
The Director may reclassify as critically

undercapitalized an enterprise that is classi-
fied as significantly undercapitalized (and the
enterprise shall be subject to the provisions of
section 4617 of this title) if—

(A) the enterprise does not submit a cap-
ital restoration plan that is substantially in
compliance with section 4622 of this title
within the applicable period or the Director
does not approve the capital restoration
plan submitted by the enterprise; or

(B) the Director determines that the enter-
prise has failed to make, in good faith, rea-
sonable efforts necessary to comply with the
capital restoration plan and fulfill the
schedule for the plan approved by the Direc-
tor.

(6) Conservatorship
Appoint a conservator for the enterprise in

accordance with the provisions of section 4619
of this title (excluding subsection (a)(1) and
(2)), but only if the Director determines—

(A) that the amount of core capital of the
enterprise is less than the minimum capital
level established for the enterprise under
section 4612 of this title; and

(B) that alternative remedies available to
the Director under this chapter are not sat-
isfactory.

(c) Effective date
This section shall take effect upon the first

classification of the enterprises within capital
classifications that occurs under section 4614 of
this title.

(Pub. L. 102–550, title XIII, § 1366, Oct. 28, 1992, 106
Stat. 3978.)

REFERENCES IN TEXT

This chapter, referred to in subsec. (b)(6)(B), was in
the original ‘‘this title’’, meaning title XIII of Pub. L.

102–550, Oct. 28, 1992, 106 Stat. 3941, which is classified
principally to this chapter. For complete classification
of title XIII to the Code, see Short Title note set out
under section 4501 of this title and Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4614, 4615, 4617,
4618, 4619, 4620, 4623, 4636 of this title.

§ 4617. Appointment of conservators for critically
undercapitalized enterprises

(a) Appointment
(1) In general

Upon a determination and notice under sec-
tion 4618(d) of this title that an enterprise is
critically undercapitalized and not later than
30 days after providing notice under section
4619(a)(3) of this title, the Director shall ap-
point a conservator for the enterprise in ac-
cordance with the provisions of section 4619 of
this title (excluding subsections 1 (a)(1) and
(2)).

(2) Exception
Notwithstanding paragraph (1), the Director

may determine not to appoint a conservator
for an enterprise classified as critically under-
capitalized, but only pursuant to a written
finding by the Director, with the written con-
currence of the Secretary of the Treasury,
that—

(A) the appointment of a conservator
would have serious adverse effects on eco-
nomic conditions of national financial mar-
kets or on the financial stability of the
housing finance market; and

(B) the public interest would be better
served by taking some other enforcement ac-
tion authorized under this chapter.

(b) Authority
The Director shall have the authority to take

any actions under sections 4615 and 4616 of this
title with respect to an enterprise under con-
servatorship.

(c) Approval of activities
(1) Conservator

The conservator of any enterprise classified
as critically undercapitalized may undertake
an activity subject to the approval of the Sec-
retary under section 4542 of this title only
with the additional approval of the Director.

(2) No conservator
If the Director determines under subsection

(a)(2) of this section not to appoint a conserva-
tor for an enterprise classified as critically
undercapitalized, the provisions of section 4616
of this title shall apply with respect to the en-
terprise.

(d) Effective date
This section shall take effect upon the first

classification of the enterprises within capital
classifications that occurs under section 4614 of
this title.

(Pub. L. 102–550, title XIII, § 1367, Oct. 28, 1992, 106
Stat. 3980.)
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REFERENCES IN TEXT

This chapter, referred to in subsec. (a)(2)(B), was in
the original ‘‘this title’’, meaning title XIII of Pub. L.
102–550, Oct. 28, 1992, 106 Stat. 3941, which is classified
principally to this chapter. For complete classification
of title XIII to the Code, see Short Title note set out
under section 4501 of this title and Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4616, 4619, 4620,
4623 of this title.

§ 4618. Notice of classification and enforcement
action

(a) Notice
Before taking any action referred to in sub-

section (b) of this section, the Director shall
provide to the enterprise written notice of the
proposed action, which states the reasons for the
proposed action and the information on which
the proposed action is based.

(b) Applicability
The requirements of subsection (a) of this sec-

tion shall apply to the following actions:
(1) Classification or reclassification of an en-

terprise within a particular capital classifica-
tion under section 4614 of this title.

(2) Any discretionary supervisory action pur-
suant to section 4615 of this title.

(3) Any discretionary supervisory action pur-
suant to section 4616 of this title except a deci-
sion to appoint a conservator under section
4616(b)(6) of this title.

Notice of classification under paragraph (1) and
notice of supervisory actions under paragraph
(2) or (3) may be provided together in a single
notice under subsection (a) of this section.

(c) Response period
(1) In general

During the 30-day period beginning on the
date that an enterprise is provided notice
under subsection (a) of this section of a pro-
posed action, the enterprise may submit to the
Director any information relevant to the ac-
tion that the enterprise considers appropriate
for consideration by the Director in determin-
ing whether to take such action. The Director
may, at the discretion of the Director, hold an
informal administrative hearing to receive
and discuss such information and the proposed
determination.

(2) Extended period
The Director may extend the period under

paragraph (1) for good cause for not more than
30 additional days.

(3) Shortened period
The Director may shorten the period under

paragraph (1) if the Director determines that
the condition of the enterprise so requires or
the enterprise consents.

(4) Failure to respond
The failure of an enterprise to provide infor-

mation during the response period under this
subsection (as extended or shortened) shall
waive any right of the enterprise to comment
on the proposed action of the Director.

(d) Consideration of information and determina-
tion

After the expiration of the response period
under subsection (c) of this section or upon re-
ceipt of information provided during such period
by the enterprise, whichever occurs earlier, the
Director shall determine whether to take the ac-
tion proposed, taking into consideration any rel-
evant information submitted by the enterprise
during the response period. The Director shall
provide written notice of a determination to
take action and the reasons for such determina-
tion to the enterprise, the Committee on Bank-
ing, Finance and Urban Affairs of the House of
Representatives, and the Committee on Bank-
ing, Housing, and Urban Affairs of the Senate.
Such notice shall respond to any information
submitted during the response period.

(e) Effective date of actions
An action referred to in subsection (b) of this

section shall take effect upon receipt by the en-
terprise of notice of the determination of the Di-
rector under subsection (d) of this section, un-
less otherwise provided in such notice.

(Pub. L. 102–550, title XIII, § 1368, Oct. 28, 1992, 106
Stat. 3980.)

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4617 of this title.

§ 4619. Appointment of conservators

(a) Appointment
(1) Discretionary authority

The Director may, after providing notice
under paragraph (3), appoint a conservator for
an enterprise upon a determination in writ-
ing—

(A) that alternative remedies available to
the Director under this chapter are not sat-
isfactory; and

(B) that—
(i) the enterprise is not likely to pay its

obligations in the normal course of busi-
ness;

(ii) the enterprise has incurred or is rea-
sonably likely to incur losses that would
deplete substantially all of its core capital
and it is unlikely that the enterprise will
replenish its core capital within a reason-
able period;

(iii) the enterprise has concealed or is
concealing books, papers, records, or as-
sets of the enterprise that are material to
the discharge of the Director’s responsibil-
ities under this subchapter, or has refused
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or is refusing to submit such books, pa-
pers, records, or information regarding the
affairs of the enterprise for inspection to
the Director upon request; or

(iv) the enterprise has willfully violated,
or is willfully violating, a final cease-and-
desist order under section 4631 of this title.

(2) Consent of enterprise
Notwithstanding paragraph (1), the Director

may appoint a conservator for an enterprise if
the enterprise, by an affirmative vote of a ma-
jority of the members of its board of directors
or by an affirmative vote of a majority of its
shareholders, consents to such appointment.
(3) Notice

Upon making a determination under para-
graph (1) of this subsection or under section
4616 or 4617 of this title to appoint a conserva-
tor for an enterprise, or upon consent of the
enterprise under paragraph (2) to such an ap-
pointment, the Director shall provide written
notice to the enterprise, the Committee on
Banking, Finance and Urban Affairs of the
House of Representatives, and the Committee
on Banking, Housing, and Urban Affairs of the
Senate—

(A) that a conservator will be appointed
for the enterprise;

(B) stating the reasons for the appoint-
ment of the conservator; and

(C) identifying the person or governmental
agency that the Director intends to appoint
as conservator.

(4) Qualifications
The conservator shall be—

(A) the Director or any other govern-
mental agency; or

(B) any person that—
(i) has no claim against, or financial in-

terest in, the enterprise or other basis for
a conflict of interest; and

(ii) has the financial and management
expertise necessary to direct the oper-
ations and affairs of the enterprise.

(b) Judicial review
(1) Timing and jurisdiction

Except as provided in paragraph (2), an en-
terprise for which a conservator is appointed
(pursuant to this section or section 4616 or 4617
of this title) may bring an action in the United
States District Court for the District of Co-
lumbia for an order requiring the Director to
terminate the appointment of the conservator.
The court, upon the merits, shall dismiss such
action or shall direct the Director to termi-
nate the appointment of the conservator. Such
an action may be commenced only during the
20-day period beginning upon the appointment
of the conservator.
(2) Consensual appointments

Appointment of a conservator pursuant to
consent of the enterprise under subsection
(a)(2) of this section shall not be subject to ju-
dicial review under this subsection.
(3) Standard of review

A decision of the Director to appoint a con-
servator may be set aside under this sub-

section only if the court finds that the deci-
sion was arbitrary, capricious, an abuse of dis-
cretion, or otherwise not in accordance with
applicable laws.

(4) Limitation on jurisdiction
Except as otherwise provided in this sub-

section, no court may take any action regard-
ing the removal of a conservator or otherwise
restrain or affect the exercise of powers or
functions of a conservator.

(c) Replacement
The Director may, without notice or hearing,

replace a conservator with another conservator.
Such replacement shall not affect the right of
the enterprise under subsection (b) of this sec-
tion to obtain judicial review of the decision of
the Director to appoint a conservator.

(d) Examinations
The Director may examine and supervise any

enterprise in conservatorship during the period
in which the enterprise continues to operate as
a going concern.

(e) Termination
(1) Discretionary

At any time the Director determines that
termination of a conservatorship pursuant to
an appointment under subsection (a) of this
section is in the public interest and may safe-
ly be accomplished, the Director may termi-
nate the conservatorship and permit the en-
terprise to resume the transaction of its busi-
ness subject to such terms, conditions, and
limitations as the Director may prescribe.

(2) Mandatory
The Director shall terminate a conservator-

ship initiated pursuant to section 4616 or 4617
of this title upon a determination by the Di-
rector that the enterprise has maintained an
amount of core capital that is equal to or ex-
ceeds the minimum capital level for the enter-
prise established under section 4612 of this
title, and may by written order prescribe such
terms, conditions, and limitations on the en-
terprise as the Director considers appropriate.

(3) Terms
Any terms, conditions, and limitations im-

posed by the Director upon termination of a
conservatorship shall be enforceable and re-
viewable under the provisions of sections 4634
and 4635 of this title, to the same extent as
any cease-and-desist order issued pursuant to
subchapter III of this chapter.

(Pub. L. 102–550, title XIII, § 1369, Oct. 28, 1992, 106
Stat. 3981.)

REFERENCES IN TEXT

This chapter, referred to in subsec. (a)(1)(A), was in
the original ‘‘this title’’, meaning title XIII of Pub. L.
102–550, Oct. 28, 1992, 106 Stat. 3941, which is classified
principally to this chapter. For complete classification
of title XIII to the Code, see Short Title note set out
under section 4501 of this title and Tables.

CHANGE OF NAME

Committee on Banking, Finance and Urban Affairs of
House of Representatives treated as referring to Com-
mittee on Banking and Financial Services of House of
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Representatives by section 1(a) of Pub. L. 104–14, set
out as a note preceding section 21 of Title 2, The Con-
gress. Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4616, 4617, 4620,
4623, 4635 of this title.

§ 4620. Powers of conservators

(a) General powers
A conservator shall have all the powers of the

shareholders, directors, and officers of the enter-
prise under conservatorship and may operate
the enterprise in the name of the enterprise, un-
less the Director provides otherwise.
(b) Additional power

A conservator may avoid any security interest
taken by a creditor with the intent to hinder,
delay, or defraud the enterprise or the creditors
of the enterprise.
(c) Limitations by Director

A conservator shall be subject to any rules,
regulations, and orders issued from time to time
by the Director and, except as otherwise specifi-
cally provided in such rules, regulations, or or-
ders or in section 4621 of this title, shall have
the same rights and privileges and be subject to
the same duties, restrictions, penalties, condi-
tions, and limitations applicable to directors, of-
ficers, or employees of the enterprise.
(d) Enforcement of contracts

(1) In general
A conservator may enforce any contract de-

scribed in paragraph (2), notwithstanding any
provision of the contract providing for the ter-
mination, default, acceleration, or other exer-
cise of rights upon, or solely by reason of, the
insolvency of the enterprise or the appoint-
ment of a conservator.
(2) Enforceable contracts

Any contract that is within a class of con-
tracts shall be enforceable under paragraph (1)
if the Director—

(A) determines that the continued enforce-
ability of such class of contracts is nec-
essary to achieve the purpose of the con-
servatorship; and

(B) specifically provides for the enforce-
ability of such class of contracts in a regula-
tion or order, issued for the purpose of this
subsection, which describes such class.

(3) Applicability
This subsection and any regulation or order

issued under this subsection shall apply only
to contracts entered into, modified, extended,
or renewed after the effective date of the regu-
lation or order.

(e) Stays
(1) In general

Not later than 45 days after appointment
pursuant to section 4616, 4617, or 4619 of this

title, or 45 days after receipt of actual notice
of an action or proceeding that is pending at
the time of appointment, a conservator may
request that any judicial action or proceeding
to which the conservator or the enterprise is
or may become a party be stayed for a period
not exceeding 45 days after the request. Upon
petition, the court shall grant such stay as to
all parties.
(2) Federal agency as conservator

In any case in which the conservator ap-
pointed for an enterprise is a Federal agency
or an officer or employee of the Federal Gov-
ernment, the conservator may make a request
for a stay under paragraph (1) only with the
prior consent of the Attorney General and sub-
ject to the direction and control of the Attor-
ney General.

(f) Payment of creditors
The Director may require a conservator to set

aside and make available for payment to credi-
tors any amounts that the Director determines
may safely be used for such purpose. All credi-
tors who are similarly situated shall be treated
in a similar manner.
(g) Compensation of conservator and employees

A conservator and professional employees
(other than Federal employees) appointed to
represent or assist the conservator may be com-
pensated for activities conducted as conserva-
tor. Compensation may not be provided in
amounts greater than the compensation paid to
employees of the Federal Government for simi-
lar services, except that the Director may pro-
vide for compensation at higher rates (but not
in excess of rates prevailing in the private sec-
tor), if the Director determines that compensa-
tion at higher rates is necessary in order to re-
cruit and retain competent personnel.
(h) Expenses

All expenses of a conservatorship pursuant to
this section (including compensation pursuant
to subsection (f) of this section) shall be paid by
the enterprise under conservatorship and shall
be secured by a lien on the enterprise, which
shall have priority over any other lien.
(i) Conflicts of interest and financial disclosure

A conservator shall be subject to any laws and
regulations relating to conflicts of interest and
financial disclosure that apply to employees of
the Office.

(Pub. L. 102–550, title XIII, § 1369A, Oct. 28, 1992,
106 Stat. 3983.)

§ 4621. Liability protection for conservators

(a) Federal agencies and employees
In any case in which a conservator appointed

under this subchapter is a Federal agency or an
officer or employee of the Federal Government,
the provisions of chapters 161 and 171 of title 28
shall apply with respect to the liability of the
conservator for acts or omissions performed pur-
suant to and in the course of the duties and re-
sponsibilities of the conservatorship.
(b) Other conservators

In any case where the conservator is not a
conservator described in subsection (a) of this
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1 So in original. Probably should not be capitalized.

section, the conservator shall not be personally
liable for damages in tort or otherwise for acts
or omissions performed pursuant to and in the
course of the duties and responsibilities of the
conservatorship, unless such acts or omissions
constitute gross negligence or any form of in-
tentional tortious conduct or criminal conduct.
(c) Indemnification

The Director, with the approval of the Attor-
ney General, may indemnify the conservator on
such terms as the Director considers appro-
priate.

(Pub. L. 102–550, title XIII, § 1369B, Oct. 28, 1992,
106 Stat. 3984.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4620 of this title.

§ 4622. Capital restoration plans

(a) Contents
Each capital restoration plan submitted under

this subchapter shall set forth a feasible plan for
restoring the core capital of the enterprise sub-
ject to the plan to an amount not less than the
minimum capital level for the enterprise and for
restoring the total capital of the enterprise to
an amount not less than the risk-based capital
level for the enterprise. Each capital restoration
plan shall—

(1) specify the level of capital the enterprise
will achieve and maintain;

(2) describe the actions that the enterprise
will take to become classified as adequately
capitalized;

(3) establish a schedule for completing the
actions set forth in the plan;

(4) specify the types and levels of activities
(including existing and new programs) in
which the enterprise will engage during the
term of the plan; and

(5) describe the actions that the enterprise
will take to comply with any mandatory and
discretionary requirements imposed under this
subchapter.

(b) Deadlines for submission
The Director shall, by regulation, establish a

deadline for submission of a capital restoration
plan, which may not be more than 45 days after
the enterprise is notified in writing that a plan
is required. The regulations shall provide that
the Director may extend the deadline to the ex-
tent that the Director determines it necessary.
Any extension of the deadline shall be in writing
and for a time certain.

(c) Approval
The Director shall review each capital restora-

tion plan submitted under this section and, not
later than 30 days after submission of the plan,
approve or disapprove the plan. The Director
may extend the period for approval or dis-
approval for any plan for a single additional 30-
day period if the Director determines it nec-
essary. The Director shall provide written no-
tice to any enterprise submitting a plan of the
approval or disapproval of the plan (which shall
include the reasons for any disapproval of the
plan) and of any extension of the period for ap-
proval or disapproval.

(d) Resubmission
If the Director disapproves the initial capital

restoration plan submitted by the enterprise,
the enterprise shall submit an amended plan ac-
ceptable to the Director within 30 days or such
longer period that the Director determines is in
the public interest.

(Pub. L. 102–550, title XIII, § 1369C, Oct. 28, 1992,
106 Stat. 3985.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4615, 4616 of this
title.

§ 4623. Judicial review of Director action

(a) Jurisdiction
(1) Filing of petition

An enterprise that is not classified as criti-
cally undercapitalized and is the subject of a
classification under section 4614 of this title or
a discretionary supervisory action taken
under this subchapter by the Director (other
than action to appoint a conservator under
section 4616 or 4617 of this title or action under
section 4619 of this title) may obtain review of
the classification or action by filing, within 10
days after receiving written notice of the Di-
rector’s action, a written petition requesting
that the classification or action of the Direc-
tor be modified, terminated, or set aside.
(2) Place for filing

A petition filed pursuant to this subsection
shall be filed in the United States Court of Ap-
peals for the District of Columbia Circuit.

(b) Scope of review
The Court 1 may modify, terminate, or set

aside an action taken by the Director and re-
viewed by the Court 1 pursuant to this section
only if the court finds, on the record on which
the Director acted, that the action of the Direc-
tor was arbitrary, capricious, an abuse of discre-
tion, or otherwise not in accordance with appli-
cable laws.
(c) Unavailability of stay

The commencement of proceedings for judicial
review pursuant to this section shall not operate
as a stay of any action taken by the Director.
Pending judicial review of the action, the court
shall not have jurisdiction to stay, enjoin, or
otherwise delay any supervisory action taken by
the Director with respect to an enterprise that
is classified as significantly or critically under-
capitalized or any action of the Director that re-
sults in the classification of an enterprise as sig-
nificantly or critically undercapitalized.
(d) Limitation on jurisdiction

Except as provided in this section, no court
shall have jurisdiction to affect, by injunction
or otherwise, the issuance or effectiveness of
any classification or action of the Director
under this subchapter (other than appointment
of a conservator under section 4616 or 4617 of this
title or action under section 4619 of this title) or
to review, modify, suspend, terminate, or set
aside such classification or action.
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(Pub. L. 102–550, title XIII, § 1369D, Oct. 28, 1992,
106 Stat. 3985.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4635 of this title.

SUBCHAPTER III—ENFORCEMENT
PROVISIONS

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in sections 1422b, 4513,
4521, 4522, 4619 of this title.

§ 4631. Cease-and-desist proceedings

(a) Grounds for issuance against adequately cap-
italized enterprises

The Director may issue and serve a notice of
charges under this section upon an enterprise
that is classified (for purposes of subchapter II
of this chapter) as adequately capitalized or
upon any executive officer or director of such an
enterprise, if in the determination of the Direc-
tor, the enterprise, executive officer, or director
is engaging or has engaged, or the Director has
reasonable cause to believe that the enterprise,
executive officer, or director is about to engage,
in—

(1) any conduct that threatens to cause a
significant depletion of the core capital of the
enterprise;

(2) any conduct or violation that may result
in the issuance of an order described in sub-
section (d)(1) of this section; or

(3) any conduct that violates—
(A) any provision of this chapter, the Fed-

eral National Mortgage Association Charter
Act [12 U.S.C. 1716 et seq.], the Federal Home
Loan Mortgage Corporation Act [12 U.S.C.
1451 et seq.], or any order, rule, or regulation
under any such chapter or Act, except that
the Director may not enforce compliance
with any housing goal established under sub-
part 2 of part B of subchapter I of this chap-
ter, with section 4566 or 4567 of this title, or
with subsection (m) or (n) of section 309 of
the Federal National Mortgage Association
Charter Act [12 U.S.C. 1723a(m), (n)] or sub-
section (e) or (f) of section 307 of the Federal
Home Loan Mortgage Corporation Act [12
U.S.C. 1456(e), (f)]; or

(B) any written agreement entered into by
the enterprise with the Director.

(b) Grounds for issuance against under-
capitalized, significantly undercapitalized,
and critically undercapitalized enterprises

The Director may issue and serve a notice of
charges under this section upon an enterprise
classified (for purposes of subchapter II of this
chapter) as undercapitalized, significantly
undercapitalized, or critically undercapitalized,
or any executive officer or director of any such
enterprise, if in the determination of the Direc-
tor the enterprise, executive officer, or director
is engaging or has engaged, or the Director has
reasonable cause to believe that the enterprise,
executive officer, or director is about to engage,
in—

(1) any conduct likely to result in a material
depletion of the core capital of the enterprise,
or

(2) any conduct or violation described in
paragraph (2) or (3) of subsection (a) of this
section,

except that the Director may not enforce com-
pliance with any housing goal established under
subpart 2 of part B of subchapter I of this chap-
ter, with section 4566 or 4567 of this title, or with
subsection (m) or (n) of section 309 of the Fed-
eral National Mortgage Association Charter Act
[12 U.S.C. 1723a(m), (n)] or subsection (e) or (f) of
section 307 of the Federal Home Loan Mortgage
Corporation Act [12 U.S.C. 1456(e), (f)].

(c) Procedure

(1) Notice of charges
Each notice of charges under this section

shall contain a statement of the facts con-
stituting the alleged conduct or violation and
shall fix a time and place at which a hearing
will be held to determine on the record wheth-
er an order to cease and desist from such con-
duct or violation should issue.

(2) Issuance of order
If the Director finds on the record made at

such hearing that any conduct or violation
specified in the notice of charges has been es-
tablished (or the enterprise consents pursuant
to section 4633(a)(4) of this title), the Director
may issue and serve upon the enterprise, exec-
utive officer, or director an order requiring
such party to cease and desist from any such
conduct or violation and to take affirmative
action to correct or remedy the conditions re-
sulting from any such conduct or violation.

(d) Affirmative action to correct conditions re-
sulting from violations or activities

The authority under this section and section
4632 of this title to issue any order requiring an
enterprise, executive officer, or director to take
affirmative action to correct or remedy any con-
dition resulting from any conduct or violation
with respect to which such order is issued in-
cludes the authority—

(1) to require an executive officer or a direc-
tor to make restitution to, or provide reim-
bursement, indemnification, or guarantee
against loss to the enterprise to the extent
that such person—

(A) was unjustly enriched in connection
with such conduct or violation; or

(B) engaged in conduct or a violation that
would subject such person to a civil penalty
pursuant to section 4636(b)(3) of this title;

(2) to require an enterprise to seek restitu-
tion, or to obtain reimbursement, indemnifica-
tion, or guarantee against loss;

(3) to restrict the growth of the enterprise;
(4) to require the enterprise to dispose of any

asset involved;
(5) to require the enterprise to rescind agree-

ments or contracts;
(6) to require the enterprise to employ quali-

fied officers or employees (who may be subject
to approval by the Director at the direction of
the Director); and

(7) to require the enterprise to take such
other action as the Director determines appro-
priate.
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(e) Authority to limit activities
The authority to issue an order under this sec-

tion or section 4632 of this title includes the au-
thority to place limitations on the activities or
functions of the enterprise or any executive offi-
cer or director of the enterprise.

(f) Effective date
An order under this section shall become effec-

tive upon the expiration of the 30-day period be-
ginning on the service of the order upon the en-
terprise, executive officer, or director concerned
(except in the case of an order issued upon con-
sent, which shall become effective at the time
specified therein), and shall remain effective and
enforceable as provided in the order, except to
the extent that the order is stayed, modified,
terminated, or set aside by action of the Direc-
tor or otherwise, as provided in this subchapter.

(Pub. L. 102–550, title XIII, § 1371, Oct. 28, 1992, 106
Stat. 3986.)

REFERENCES IN TEXT

This chapter, referred to in subsec. (a)(3)(A), was in
the original ‘‘this title’’, meaning title XIII of Pub. L.
102–550, Oct. 28, 1992, 106 Stat. 3941, which is classified
principally to this chapter. For complete classification
of title XIII to the Code, see Short Title note set out
under section 4501 of this title and Tables.

The Federal Home Loan Mortgage Corporation Act,
referred to in subsec. (a)(3)(A), is title III of Pub. L.
91–351, July 24, 1970, 84 Stat. 451, as amended, which is
classified generally to chapter 11A (§ 1451 et seq.) of this
title. For complete classification of this Act to the
Code, see Short Title and Statement of Purpose note
set out under section 1451 of this title and Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1422b, 4619, 4632,
4633, 4634, 4635, 4636 of this title.

§ 4632. Temporary cease-and-desist orders

(a) Grounds for issuance and scope
Whenever the Director determines that any

conduct or violation, or threatened conduct or
violation, specified in the notice of charges
served upon the enterprise, executive officer, or
director pursuant to section 4631(a) or (b) of this
title, or the continuation thereof, is likely—

(1) to cause insolvency,
(2) to cause a significant depletion of the

core capital of the enterprise, or
(3) otherwise to cause irreparable harm to

the enterprise,

prior to the completion of the proceedings con-
ducted pursuant to section 4631(c) of this title,
the Director may issue a temporary order re-
quiring the enterprise, executive officer, or di-
rector to cease and desist from any such conduct
or violation and to take affirmative action to
prevent or remedy such insolvency, depletion, or
harm pending completion of such proceedings.
Such order may include any requirement au-
thorized under section 4631(d) of this title.

(b) Effective date
An order issued pursuant to subsection (a) of

this section shall become effective upon service
upon the enterprise, executive officer, or direc-
tor and, unless set aside, limited, or suspended
by a court in proceedings pursuant to subsection

(d) of this section, shall remain in effect and en-
forceable pending the completion of the proceed-
ings pursuant to such notice and shall remain
effective until the Director dismisses the
charges specified in the notice or until super-
seded by a cease-and-desist order issued pursu-
ant to section 4631 of this title.
(c) Incomplete or inaccurate records

(1) Temporary order
If a notice of charges served under section

4631(a) or (b) of this title specifies on the basis
of particular facts and circumstances that the
books and records of the enterprise served are
so incomplete or inaccurate that the Director
is unable, through the normal supervisory
process, to determine the financial condition
of the enterprise or the details or the purpose
of any transaction or transactions that may
have a material effect on the financial condi-
tion of that enterprise, the Director may issue
a temporary order requiring—

(A) the cessation of any activity or prac-
tice which gave rise, whether in whole or in
part, to the incomplete or inaccurate state
of the books or records; or

(B) affirmative action to restore the books
or records to a complete and accurate state.

(2) Effective period
Any temporary order issued under paragraph

(1)—
(A) shall become effective upon service;

and
(B) unless set aside, limited, or suspended

by a court in proceedings pursuant to sub-
section (d) of this section, shall remain in ef-
fect and enforceable until the earlier of—

(i) the completion of the proceeding ini-
tiated under section 4631 of this title in
connection with the notice of charges; or

(ii) the date the Director determines, by
examination or otherwise, that the books
and records of the enterprise are accurate
and reflect the financial condition of the
enterprise.

(d) Judicial review
An enterprise, executive officer, or director

that has been served with a temporary order
pursuant to this section may apply to the
United States District Court for the District of
Columbia within 10 days after such service for
an injunction setting aside, limiting, or sus-
pending the enforcement, operation, or effec-
tiveness of the order pending the completion of
the administrative proceedings pursuant to the
notice of charges served upon the enterprise, ex-
ecutive officer, or director under section 4631(a)
or (b) of this title. Such court shall have juris-
diction to issue such injunction.
(e) Enforcement by Attorney General

In the case of violation or threatened viola-
tion of, or failure to obey, a temporary order is-
sued pursuant to this section, the Director may
request the Attorney General of the United
States to bring an action in the United States
District Court for the District of Columbia for
an injunction to enforce such order or may,
under the direction and control of the Attorney
General, bring such an action. If the court finds
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any such violation, threatened violation, or fail-
ure to obey, the court shall issue such injunc-
tion.

(Pub. L. 102–550, title XIII, § 1372, Oct. 28, 1992, 106
Stat. 3988.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4631, 4635, 4636
of this title.

§ 4633. Hearings

(a) Requirements

(1) Venue and record
Any hearing under section 4631 or 4636(c) of

this title shall be held on the record and in the
District of Columbia.

(2) Timing
Any such hearing shall be fixed for a date

not earlier than 30 days nor later than 60 days
after service of the notice of charges under
section 4631 of this title or determination to
impose a penalty under section 4636 of this
title, unless an earlier or a later date is set by
the hearing officer at the request of the party
served.

(3) Procedure
Any such hearing shall be conducted in ac-

cordance with chapter 5 of title 5.

(4) Failure to appear
If the party served fails to appear at the

hearing through a duly authorized representa-
tive, such party shall be deemed to have con-
sented to the issuance of the cease-and-desist
order or the imposition of the penalty for
which the hearing is held.

(b) Issuance of order
(1) In general

After any such hearing, and within 90 days
after the parties have been notified that the
case has been submitted to the Director for
final decision, the Director shall render the
decision (which shall include findings of fact
upon which the decision is predicated) and
shall issue and serve upon each party to the
proceeding an order or orders consistent with
the provisions of this subchapter.

(2) Modification
Judicial review of any such order shall be

exclusively as provided in section 4634 of this
title. Unless such a petition for review is time-
ly filed as provided in section 4634 of this title,
and thereafter until the record in the proceed-
ing has been filed as so provided, the Director
may at any time, modify, terminate, or set
aside any such order, upon such notice and in
such manner as the Director considers proper.
Upon such filing of the record, the Director
may modify, terminate, or set aside any such
order with permission of the court.

(Pub. L. 102–550, title XIII, § 1373, Oct. 28, 1992, 106
Stat. 3989.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4631, 4634, 4636,
4639 of this title.

§ 4634. Judicial review

(a) Commencement
Any party to a proceeding under section 4631

or 4636 of this title may obtain review of any
final order issued under such section by filing in
the United States Court of Appeals for the Dis-
trict of Columbia Circuit, within 30 days after
the date of service of such order, a written peti-
tion praying that the order of the Director be
modified, terminated, or set aside. The clerk of
the court shall transmit a copy of the petition
to the Director.
(b) Filing of record

Upon receiving a copy of a petition, the Direc-
tor shall file in the court the record in the pro-
ceeding, as provided in section 2112 of title 28.
(c) Jurisdiction

Upon the filing of a petition, such court shall
have jurisdiction, which upon the filing of the
record by the Director shall (except as provided
in the last sentence of section 4633(b)(2) of this
title) be exclusive, to affirm, modify, terminate,
or set aside, in whole or in part, the order of the
Director.
(d) Review

Review of such proceedings shall be governed
by chapter 7 of title 5.
(e) Order to pay penalty

Such court shall have the authority in any
such review to order payment of any penalty im-
posed by the Director under this subchapter.
(f) No automatic stay

The commencement of proceedings for judicial
review under this section shall not, unless spe-
cifically ordered by the court, operate as a stay
of any order issued by the Director.

(Pub. L. 102–550, title XIII, § 1374, Oct. 28, 1992, 106
Stat. 3990.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4619, 4633, 4636,
4639 of this title.

§ 4635. Enforcement and jurisdiction

(a) Enforcement
The Director may request the Attorney Gen-

eral of the United States to bring an action in
the United States District Court for the District
of Columbia for the enforcement of any effective
notice or order issued under this subchapter or
subchapter II of this chapter or may, under the
direction and control of the Attorney General,
bring such an action. Such court shall have ju-
risdiction and power to order and require com-
pliance herewith.
(b) Limitation on jurisdiction

Except as otherwise provided in this sub-
chapter and sections 4619 and 4623 of this title,
no court shall have jurisdiction to affect, by in-
junction or otherwise, the issuance or enforce-
ment of any notice or order under section 4631,
4632, or 4636 of this title, or subchapter II of this
chapter, or to review, modify, suspend, termi-
nate, or set aside any such notice or order.

(Pub. L. 102–550, title XIII, § 1375, Oct. 28, 1992, 106
Stat. 3990.)
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SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4619 of this title.

§ 4636. Civil money penalties

(a) In general
The Director may impose a civil money pen-

alty in accordance with this section on any en-
terprise, or any executive officer or director of
any enterprise, that—

(1) violates any provision of this chapter, the
Federal National Mortgage Association Char-
ter Act [12 U.S.C. 1716 et seq.], the Federal
Home Loan Mortgage Corporation Act [12
U.S.C. 1451 et seq.], or any order, rule, or regu-
lation under any such chapter or Act, except
that the Director may not enforce compliance
with any housing goal established under sub-
part 2 of part B of subchapter I of this chapter,
with section 4566 or 4567 of this title, or with
subsection (m) or (n) of section 309 of the Fed-
eral National Mortgage Association Charter
Act [12 U.S.C. 1723a(m), (n)] or subsection (e)
or (f) of section 307 of the Federal Home Loan
Mortgage Corporation Act [12 U.S.C. 1456(e),
(f)];

(2) violates any final or temporary order is-
sued pursuant to section 4615, 4616, 4631, or 4632
of this title;

(3) violates any written agreement between
the enterprise and the Director; or

(4) engages in any conduct that causes or is
likely to cause a loss to the enterprise.

(b) Amount of penalty
(1) First tier

The Director may impose a penalty on an
enterprise for any violation described in para-
graphs (1) through (3) of subsection (a) of this
section. The amount of a penalty under this
paragraph shall not exceed $5,000 for each day
that a violation continues.
(2) Second tier

The Director may impose a penalty on an
executive officer or director in an amount not
to exceed $10,000, or on an enterprise in an
amount not to exceed $25,000, for each day that
a violation or conduct described in subsection
(a) of this section continues, if the Director
finds that the violation or conduct—

(A) is part of a pattern of misconduct; or
(B) involved recklessness and caused or

would be likely to cause a material loss to
the enterprise.

(3) Third tier
The Director may impose a penalty on an

executive officer or director in an amount not
to exceed $100,000, or on an enterprise in an
amount not to exceed $1,000,000, for each day
that a violation or conduct described in sub-
section (a) of this section continues, if the Di-
rector finds that the violation or conduct was
knowing and caused or would be likely to
cause a substantial loss to the enterprise.

(c) Procedures
(1) Establishment

The Director shall establish standards and
procedures governing the imposition of civil
money penalties under subsections (a) and (b)

of this section. Such standards and proce-
dures—

(A) shall provide for the Director to notify
the enterprise in writing of the Director’s
determination to impose the penalty, which
shall be made on the record;

(B) shall provide for the imposition of a
penalty only after the enterprise, executive
officer, or director has been given an oppor-
tunity for a hearing on the record pursuant
to section 4633 of this title; and

(C) may provide for review by the Director
of any determination or order, or interlocu-
tory ruling, arising from a hearing.

(2) Factors in determining amount of penalty
In determining the amount of a penalty

under this section, the Director shall give con-
sideration to such factors as the gravity of the
violation, any history of prior violations, the
effect of the penalty on the safety and sound-
ness of the enterprise, any injury to the pub-
lic, any benefits received, and deterrence of fu-
ture violations, and any other factors the Di-
rector may determine by regulation to be ap-
propriate.
(3) Review of imposition of penalty

The order of the Director imposing a penalty
under this section shall not be subject to re-
view, except as provided in section 4634 of this
title.

(d) Action to collect penalty
If an enterprise, executive officer, or director

fails to comply with an order of the Director im-
posing a civil money penalty under this section,
after the order is no longer subject to review as
provided under subsection (c)(1) of this section
and section 4634 of this title, the Director may
request the Attorney General of the United
States to bring an action in the United States
District Court for the District of Columbia to
obtain a monetary judgment against the enter-
prise, executive officer, or director and such
other relief as may be available, or may, under
the direction and control of the Attorney Gen-
eral, bring such an action. The monetary judg-
ment may, in the discretion of the court, in-
clude any attorneys fees and other expenses in-
curred by the United States in connection with
the action. In an action under this subsection,
the validity and appropriateness of the order of
the Director imposing the penalty shall not be
subject to review.
(e) Settlement by Director

The Director may compromise, modify, or
remit any civil money penalty which may be, or
has been, imposed under this section.

(f) Availability of other remedies
Any civil money penalty under this section

shall be in addition to any other available civil
remedy and may be imposed whether or not the
Director imposes other administrative sanc-
tions.

(g) Prohibition of reimbursement or indemnifica-
tion

An enterprise may not reimburse or indemnify
any individual for any penalty imposed under
subsection (b)(3) of this section.



Page 1575 TITLE 12—BANKS AND BANKING § 4640

(h) Deposit of penalties
The Director shall deposit any civil money

penalties collected under this section into the
general fund of the Treasury.

(i) Applicability
A penalty under this section may be imposed

only for conduct or violations under subsection
(a) of this section occurring after October 28,
1992.

(Pub. L. 102–550, title XIII, § 1376, Oct. 28, 1992, 106
Stat. 3991.)

REFERENCES IN TEXT

This chapter, referred to in subsec. (a)(1), was in the
original ‘‘this title’’, meaning title XIII of Pub. L.
102–550, Oct. 28, 1992, 106 Stat. 3941, which is classified
principally to this chapter. For complete classification
of title XIII to the Code, see Short Title note set out
under section 4501 of this title and Tables.

The Federal National Mortgage Association Charter
Act, referred to in subsec. (a)(1), is title III of act June
27, 1934, ch. 847, 48 Stat. 1252, as amended, which is clas-
sified generally to subchapter III (§ 1716 et seq.) of chap-
ter 13 of this title. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 1716 of this title and Tables.

The Federal Home Loan Mortgage Corporation Act,
referred to in subsec. (a)(1), is title III of Pub. L. 91–351,
July 24, 1970, 84 Stat. 451, as amended, which is classi-
fied generally to chapter 11A (§ 1451 et seq.) of this title.
For complete classification of this Act to the Code, see
Short Title and Statement of Purpose note set out
under section 1451 of this title and Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4631, 4633, 4634,
4635 of this title.

§ 4637. Notice after separation from service

The resignation, termination of employment
or participation, or separation of a director or
executive officer of an enterprise shall not affect
the jurisdiction and authority of the Director to
issue any notice and proceed under this sub-
chapter against any such director or executive
officer, if such notice is served before the end of
the 2-year period beginning on the date such di-
rector or executive officer ceases to be associ-
ated with the enterprise.

(Pub. L. 102–550, title XIII, § 1377, Oct. 28, 1992, 106
Stat. 3992.)

§ 4638. Private rights of action

This chapter shall not create any private right
of action on behalf of any person against an en-
terprise, or any director or executive officer of
an enterprise, or impair any existing private
right of action under other applicable law.

(Pub. L. 102–550, title XIII, § 1378, Oct. 28, 1992, 106
Stat. 3993.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this title and the amendments made by this title’’,
meaning title XIII of Pub. L. 102–550, Oct. 28, 1992, 106
Stat. 3941, which is classified principally to this chap-
ter. For complete classification of title XIII to the
Code, see Short Title note set out under section 4501 of
this title and Tables.

§ 4639. Public disclosure of final orders and
agreements

(a) In general
The Director shall make available to the pub-

lic—
(1) any written agreement or other written

statement for which a violation may be re-
dressed by the Director or any modification to
or termination thereof, unless the Director, in
the Director’s discretion, determines that pub-
lic disclosure would be contrary to the public
interest;

(2) any order that is issued with respect to
any administrative enforcement proceeding
initiated by the Director under this sub-
chapter and that has become final in accord-
ance with sections 4633 and 4634 of this title;
and

(3) any modification to or termination of
any final order made public pursuant to this
subsection.

(b) Hearings
All hearings on the record with respect to any

notice of charges issued by the Director shall be
open to the public, unless the Director, in the
Director’s discretion, determines that holding
an open hearing would be contrary to the public
interest.

(c) Delay of public disclosure under exceptional
circumstances

If the Director makes a determination in writ-
ing that the public disclosure of any final order
pursuant to subsection (a) of this section would
seriously threaten the financial health or secu-
rity of the enterprise, the Director may delay
the public disclosure of such order for a reason-
able time.

(d) Documents filed under seal in public enforce-
ment hearings

The Director may file any document or part
thereof under seal in any hearing commenced by
the Director if the Director determines in writ-
ing that disclosure thereof would be contrary to
the public interest.

(e) Retention of documents
The Director shall keep and maintain a

record, for not less than 6 years, of all docu-
ments described in subsection (a) of this section
and all enforcement agreements and other su-
pervisory actions and supporting documents is-
sued with respect to or in connection with any
enforcement proceeding initiated by the Direc-
tor under this subchapter or any other law.

(f) Disclosures to Congress
This section may not be construed to author-

ize the withholding, or to prohibit the disclo-
sure, of any information to the Congress or any
committee or subcommittee thereof.

(Pub. L. 102–550, title XIII, § 1379, Oct. 28, 1992, 106
Stat. 3993.)

§ 4640. Notice of service

Any service required or authorized to be made
by the Director under this subchapter may be
made by registered mail, or in such other man-
ner reasonably calculated to give actual notice
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as the Director may by regulation or otherwise
provide.

(Pub. L. 102–550, title XIII, § 1379A, Oct. 28, 1992,
106 Stat. 3993.)

§ 4641. Subpoena authority

(a) In general
In the course of or in connection with any ad-

ministrative proceeding under this subchapter,
the Director shall have the authority—

(1) to administer oaths and affirmations;
(2) to take and preserve testimony under

oath;
(3) to issue subpoenas and subpoenas duces

tecum; and
(4) to revoke, quash, or modify subpoenas

and subpoenas duces tecum issued by the Di-
rector.

(b) Witnesses and documents
The attendance of witnesses and the produc-

tion of documents provided for in this section
may be required from any place in any State at
any designated place where such proceeding is
being conducted.

(c) Enforcement
The Director may request the Attorney Gen-

eral of the United States to bring an action in
the United States district court for the judicial
district in which such proceeding is being con-
ducted, or where the witness resides or conducts
business, or the United States District Court for
the District of Columbia, for enforcement of any
subpoena or subpoena duces tecum issued pursu-
ant to this section or may, under the direction
and control of the Attorney General, bring such
an action. Such courts shall have jurisdiction
and power to order and require compliance
therewith.

(d) Fees and expenses
Witnesses subpoenaed under this section shall

be paid the same fees and mileage that are paid
witnesses in the district courts of the United
States. Any court having jurisdiction of any
proceeding instituted under this section by an
enterprise may allow to any such party such
reasonable expenses and attorneys fees as the
court deems just and proper. Such expenses and
fees shall be paid by the enterprise or from its
assets.

(Pub. L. 102–550, title XIII, § 1379B, Oct. 28, 1992,
106 Stat. 3994.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4517 of this title.
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SUBCHAPTER I—COMMUNITY DEVELOP-
MENT BANKING AND FINANCIAL INSTI-
TUTIONS

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in title 15 section 6908.

§ 4701. Findings and purposes

(a) Findings
The Congress finds that—

(1) many of the Nation’s urban, rural, and
Native American communities face critical so-
cial and economic problems arising in part
from the lack of economic growth, people liv-
ing in poverty, and the lack of employment
and other opportunities;

(2) the restoration and maintenance of the
economies of these communities will require
coordinated development strategies, intensive
supportive services, and increased access to
equity investments and loans for development
activities, including investment in businesses,
housing, commercial real estate, human devel-
opment, and other activities that promote the
long-term economic and social viability of the
community; and

(3) community development financial insti-
tutions have proven their ability to identify
and respond to community needs for equity in-
vestments, loans, and development services.

(b) Purpose
The purpose of this subchapter is to create a

Community Development Financial Institutions
Fund to promote economic revitalization and
community development through investment in
and assistance to community development fi-
nancial institutions, including enhancing the li-
quidity of community development financial in-
stitutions.

(Pub. L. 103–325, title I, § 102, Sept. 23, 1994, 108
Stat. 2163.)

REFERENCES IN TEXT

This subchapter, referred to in subsec. (b), was in
original ‘‘this subtitle’’, meaning subtitle A of title I of
Pub. L. 103–325, Sept. 23, 1994, 108 Stat. 2163, which is
classified principally to this subchapter. For complete
classification of this subtitle to the Code, see Short
Title note below and Tables.

SHORT TITLE

Section 1(a) of Pub. L. 103–325 provided that: ‘‘This
Act [see Tables for classification] may be cited as the
‘Riegle Community Development and Regulatory Im-
provement Act of 1994’.’’

Section 101 of title I of Pub. L. 103–325 provided that:
‘‘This subtitle [subtitle A (§§ 101–121) of title I of Pub. L.
103–325, enacting this subchapter and section 1772c–1 of
this title, amending sections 1766 and 1834a of this title,
section 5313 of Title 5, Government Organization and
Employees, section 11 of Pub. L. 95–452 set out in the
Appendix to Title 5, section 657 of Title 18, Crimes and
Criminal Procedure, and section 9101 of Title 31, Money
and Finance, and enacting provisions set out as a note
under section 11 of Pub. L. 95–452 set out in the Appen-
dix to Title 5] may be cited as the ‘Community Devel-
opment Banking and Financial Institutions Act of
1994’.’’

§ 4702. Definitions

For purposes of this subchapter, the following
definitions shall apply:

(1) Administrator
The term ‘‘Administrator’’ means the Ad-

ministrator of the Fund appointed under sec-
tion 4703(b) of this title.
(2) Appropriate Federal banking agency

The term ‘‘appropriate Federal banking
agency’’ has the same meaning as in section
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1813 of this title, and also includes the Na-
tional Credit Union Administration Board
with respect to insured credit unions.
(3) Affiliate

The term ‘‘affiliate’’ has the same meaning
as in section 1841(k) of this title.
(4) Board

The term ‘‘Board’’ means the Community
Development Advisory Board established
under section 4703(d) of this title.
(5) Community development financial institu-

tion
(A) In general

The term ‘‘community development finan-
cial institution’’ means a person (other than
an individual) that—

(i) has a primary mission of promoting
community development;

(ii) serves an investment area or tar-
geted population;

(iii) provides development services in
conjunction with equity investments or
loans, directly or through a subsidiary or
affiliate;

(iv) maintains, through representation
on its governing board or otherwise, ac-
countability to residents of its investment
area or targeted population; and

(v) is not an agency or instrumentality
of the United States, or of any State or po-
litical subdivision of a State.

(B) Conditions for qualification of holding
companies

(i) Consolidated treatment
A depository institution holding com-

pany may qualify as a community develop-
ment financial institution only if the hold-
ing company and the subsidiaries and af-
filiates of the holding company collec-
tively satisfy the requirements of subpara-
graph (A).
(ii) Exclusion of subsidiary or affiliate for

failure to meet consolidated treatment
rule

No subsidiary or affiliate of a depository
institution holding company may qualify
as a community development financial in-
stitution if the holding company and the
subsidiaries and affiliates of the holding
company do not collectively meet the re-
quirements of subparagraph (A).

(C) Conditions for subsidiaries
No subsidiary of an insured depository in-

stitution may qualify as a community devel-
opment financial institution if the insured
depository institution and its subsidiaries do
not collectively meet the requirements of
subparagraph (A).

(6) Community partner
The term ‘‘community partner’’ means a

person (other than an individual) that pro-
vides loans, equity investments, or develop-
ment services, including a depository institu-
tion holding company, an insured depository
institution, an insured credit union, a non-
profit organization, a State or local govern-

ment agency, a quasi-governmental entity,
and an investment company authorized to op-
erate pursuant to the Small Business Invest-
ment Act of 1958 [15 U.S.C. 661 et seq.].

(7) Community partnership
The term ‘‘community partnership’’ means

an agreement between a community develop-
ment financial institution and a community
partner to provide development services,
loans, or equity investments, to an investment
area or targeted population.

(8) Depository institution holding company
The term ‘‘depository institution holding

company’’ has the same meaning as in section
1813 of this title.

(9) Development services
The term ‘‘development services’’ means ac-

tivities that promote community development
and are integral to lending or investment ac-
tivities, including—

(A) business planning;
(B) financial and credit counseling; and
(C) marketing and management assist-

ance.

(10) Fund
The term ‘‘Fund’’ means the Community De-

velopment Financial Institutions Fund estab-
lished under section 4703(a) of this title.

(11) Indian reservation
The term ‘‘Indian reservation’’ has the same

meaning as in section 1903(10) of title 25, and
shall include land held by incorporated Native
groups, regional corporations, and village cor-
porations, as defined in or established pursu-
ant to the Alaska Native Claims Settlement
Act [43 U.S.C. 1601 et seq.], public domain In-
dian allotments, and former Indian reserva-
tions in the State of Oklahoma.

(12) Indian tribe
The term ‘‘Indian tribe’’ means any Indian

tribe, band, pueblo, nation, or other organized
group or community, including any Alaska
Native village or regional or village corpora-
tion, as defined in or established pursuant to
the Alaska Native Claims Settlement Act [43
U.S.C. 1601 et seq.], which is recognized as eli-
gible for the special programs and services
provided by the United States to Indians be-
cause of their status as Indians.

(13) Insured community development financial
institution

The term ‘‘insured community development
financial institution’’ means any community
development financial institution that is an
insured depository institution or an insured
credit union.

(14) Insured credit union
The term ‘‘insured credit union’’ has the

same meaning as in section 1752(7) of this
title.

(15) Insured depository institution
The term ‘‘insured depository institution’’

has the same meaning as in section 1813 of this
title.
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(16) Investment area
The term ‘‘investment area’’ means a geo-

graphic area (or areas) including an Indian
reservation that—

(A)(i) meets objective criteria of economic
distress developed by the Fund, which may
include the percentage of low-income fami-
lies or the extent of poverty, the rate of un-
employment or underemployment, rural
population outmigration, lag in population
growth, and extent of blight and disinvest-
ment; and

(ii) has significant unmet needs for loans
or equity investments; or

(B) encompasses or is located in an em-
powerment zone or enterprise community
designated under section 1391 of title 26.

(17) Low-income
The term ‘‘low-income’’ means having an in-

come, adjusted for family size, of not more
than—

(A) for metropolitan areas, 80 percent of
the area median income; and

(B) for nonmetropolitan areas, the greater
of—

(i) 80 percent of the area median income;
or

(ii) 80 percent of the statewide non-
metropolitan area median income.

(18) State
The term ‘‘State’’ has the same meaning as

in section 1813 of this title.
(19) Subsidiary

The term ‘‘subsidiary’’ has the same mean-
ing as in section 1813 of this title, except that
a community development financial institu-
tion that is a corporation shall not be consid-
ered to be a subsidiary of any insured deposi-
tory institution or depository institution
holding company that controls less than 25
percent of any class of the voting shares of
such corporation, and does not otherwise con-
trol in any manner the election of a majority
of the directors of the corporation.
(20) Targeted population

The term ‘‘targeted population’’ means indi-
viduals, or an identifiable group of individuals,
including an Indian tribe, who—

(A) are low-income persons; or
(B) otherwise lack adequate access to

loans or equity investments.
(21) Training program

The term ‘‘training program’’ means the
training program operated by the Fund under
section 4708 of this title.

(Pub. L. 103–325, title I, § 103, Sept. 23, 1994, 108
Stat. 2163.)

REFERENCES IN TEXT

The Small Business Investment Act of 1958, referred
to in par. (6), is Pub. L. 85–699, Aug. 21, 1958, 72 Stat. 689,
as amended, which is classified principally to chapter
14B (§ 661 et seq.) of Title 15, Commerce and Trade. For
complete classification of this Act to the Code, see
Short Title note set out under section 661 of Title 15
and Tables.

The Alaska Native Claims Settlement Act, referred
to in pars. (11) and (12), is Pub. L. 92–203, Dec. 18, 1971,

85 Stat. 688, as amended, which is classified generally
to chapter 33 (§ 1601 et seq.) of Title 43, Public Lands.
For complete classification of this Act to the Code, see
Short Title note set out under section 1601 of Title 43
and Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1715z–2, 1715z–14,
1757a, 1759, 1834a of this title; title 15 section 6901; title
26 section 45D.

§ 4703. Establishment of national Fund for com-
munity development banking

(a) Establishment
(1) In general

There is established a corporation to be
known as the Community Development Finan-
cial Institutions Fund that shall have the du-
ties and responsibilities specified by this sub-
chapter and subchapter II of this chapter. The
Fund shall have succession until dissolved.
The offices of the Fund shall be in Washing-
ton, D.C. The Fund shall not be affiliated with
or be within any other agency or department
of the Federal Government.

(2) Wholly owned Government corporation
The Fund shall be a wholly owned Govern-

ment corporation in the executive branch and
shall be treated in all respects as an agency of
the United States, except as otherwise pro-
vided in this subchapter.

(b) Management of Fund
(1) Appointment of Administrator

The management of the Fund shall be vested
in an Administrator, who shall be appointed
by the President, by and with the advice and
consent of the Senate. The Administrator
shall not engage in any other business or em-
ployment during service as the Administrator.

(2) Chief financial officer
The Administrator shall appoint a chief fi-

nancial officer, who shall have the authority
and functions of an agency Chief Financial Of-
ficer under section 902 of title 31. In the event
of a vacancy in the position of the Adminis-
trator or during the absence or disability of
the Administrator, the chief financial officer
shall perform the duties of the position of Ad-
ministrator.

(3) Other officers and employees
The Administrator may appoint such other

officers and employees of the Fund as the Ad-
ministrator determines to be necessary or ap-
propriate.

(4) Expedited hiring
During the 2-year period beginning on Sep-

tember 23, 1994, the Administrator may—
(A) appoint and terminate the individuals

referred to in paragraphs (2) and (3) without
regard to the civil service laws and regula-
tions; and

(B) fix the compensation of the individuals
referred to in paragraph (3) without regard
to the provisions of chapter 51 and sub-
chapter III of chapter 53 of title 5 relating to
classification of positions and General
Schedule pay rates, except that the rate of
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pay for such individuals may not exceed the
rate payable for level V of the Executive
Schedule under section 5316 of such title.

(c) General powers
In carrying out the functions of the Fund, the

Administrator—
(1) shall have all necessary and proper au-

thority to carry out this subchapter and sub-
chapter II of this chapter;

(2) shall have the power to adopt, alter, and
use a corporate seal for the Fund, which shall
be judicially noticed;

(3) may adopt, amend, and repeal bylaws,
rules, and regulations governing the manner
in which business of the Fund may be con-
ducted and such rules and regulations as may
be necessary or appropriate to implement this
subchapter and subchapter II of this chapter;

(4) may enter into, perform, and enforce
such agreements, contracts, and transactions
as may be deemed necessary or appropriate to
the conduct of activities authorized under this
subchapter and subchapter II of this chapter;

(5) may determine the character of and ne-
cessity for expenditures of the Fund and the
manner in which they shall be incurred, al-
lowed, and paid;

(6) may utilize or employ the services of per-
sonnel of any agency or instrumentality of the
United States with the consent of the agency
or instrumentality concerned on a reimburs-
able or nonreimbursable basis; and

(7) may execute all instruments necessary or
appropriate in the exercise of any of the func-
tions of the Fund under this subchapter and
subchapter II of this chapter and may delegate
to the officers of the Fund such of the powers
and responsibilities of the Administrator as
the Administrator deems necessary or appro-
priate for the administration of the Fund.

(d) Advisory Board
(1) Establishment

There is established an advisory board to the
Fund to be known as the Community Develop-
ment Advisory Board, which shall be operated
in accordance with the provisions of the Fed-
eral Advisory Committee Act, except that sec-
tion 14 of that Act does not apply to the
Board.
(2) Membership

The Board shall consist of 15 members, in-
cluding—

(A) the Secretary of Agriculture or his or
her designee;

(B) the Secretary of Commerce or his or
her designee;

(C) the Secretary of Housing and Urban
Development or his or her designee;

(D) the Secretary of the Interior or his or
her designee;

(E) the Secretary of the Treasury or his or
her designee;

(F) the Administrator of the Small Busi-
ness Administration or his or her designee;
and

(G) 9 private citizens, appointed by the
President, who shall be selected, to the max-
imum extent practicable, to provide for na-
tional geographic representation and racial,
ethnic, and gender diversity, including—

(i) 2 individuals who are officers of exist-
ing community development financial in-
stitutions;

(ii) 2 individuals who are officers of in-
sured depository institutions;

(iii) 2 individuals who are officers of na-
tional consumer or public interest organi-
zations;

(iv) 2 individuals who have expertise in
community development; and

(v) 1 individual who has personal experi-
ence and specialized expertise in the
unique lending and community develop-
ment issues confronted by Indian tribes on
Indian reservations.

(3) Chairperson
The members of the Board specified in para-

graph (2)(G) shall select, by majority vote, a
chairperson of the Board, who shall serve for a
term of 2 years.

(4) Board function
It shall be the function of the Board to ad-

vise the Administrator on the policies of the
Fund regarding activities under this sub-
chapter. The Board shall not advise the Ad-
ministrator on the granting or denial of any
particular application.

(5) Terms of private members
(A) In general

Each member of the Board appointed
under paragraph (2)(G) shall serve for a term
of 4 years.

(B) Vacancies
Any member appointed to fill a vacancy

occurring prior to the expiration of the term
for which the previous member was ap-
pointed shall be appointed for the remainder
of such term. Members may continue to
serve following the expiration of their terms
until a successor is appointed.

(6) Meetings
The Board shall meet at least annually and

at such other times as requested by the Ad-
ministrator or the chairperson. A majority of
the members of the Board shall constitute a
quorum.

(7) Reimbursement for expenses
The members of the Board may receive reim-

bursement for travel, per diem, and other nec-
essary expenses incurred in the performance of
their duties, in accordance with the Federal
Advisory Committee Act.

(8) Costs and expenses
The Fund shall provide to the Board all nec-

essary staff and facilities.

(e) Omitted

(f) Government Corporation Control Act exemp-
tion

Section 9107(b) of title 31, shall not apply to
deposits of the Fund made pursuant to section
4707 of this title.

(g) Limitation of Fund and Federal liability
The liability of the Fund and the United

States Government arising out of any invest-
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ment in a community development financial in-
stitution in accordance with this subchapter
shall be limited to the amount of the invest-
ment. The Fund shall be exempt from any as-
sessments and other liabilities that may be im-
posed on controlling or principal shareholders
by any Federal law or the law of any State, Ter-
ritory, or the District of Columbia. Nothing in
this subsection shall affect the application of
any Federal tax law.
(h) Prohibition on issuance of securities

The Fund may not issue stock, bonds, deben-
tures, notes, or other securities.
(i) Omitted

(j) Assisted institutions not United States instru-
mentalities

A community development financial institu-
tion or other organization that receives assist-
ance pursuant to this subchapter shall not be
deemed to be an agency, department, or instru-
mentality of the United States.
(k) Transition period

(1) In general
During the transition period, the Secretary

of the Treasury may—
(A) assist in the establishment of the ad-

ministrative functions of the Fund listed in
paragraph (2); and

(B) hire not more than 6 individuals to
serve as employees of the Fund during the
transition period.

(2) Continued service
Individuals hired in accordance with para-

graph (1)(B) may continue to serve as employ-
ees of the Fund after the transition period.
(3) Administrative functions

The administrative functions referred to in
paragraph (1)(A) shall be limited to—

(A) establishing accounting, information,
and recordkeeping systems for the Fund; and

(B) procuring office space, equipment, and
supplies.

(4) Expedited hiring
During the transition period, the Secretary

of the Treasury may—
(A) appoint and terminate the individuals

referred to in paragraph (1)(B) without re-
gard to the civil service laws and regula-
tions; and

(B) fix the compensation of the individuals
referred to in paragraph (1)(B) without re-
gard to the provisions of chapter 51 and sub-
chapter III of chapter 53 of title 5 relating to
classification of positions and General
Schedule pay rates, except that the rate of
pay for such individuals may not exceed the
rate payable for level V of the Executive
Schedule under section 5316 of such title.

(5) Certain employees
During the transition period, employees of

the Department of the Treasury may only
comprise less than one-half of the total num-
ber of individuals hired in accordance with
paragraph (1)(B).
(6) Transition expenses

Amounts previously appropriated to the De-
partment of the Treasury may be used to pay

obligations and expenses of the Fund incurred
under this section, and such amounts may be
reimbursed by the Fund to the Department of
the Treasury from amounts appropriated to
the Fund for fiscal year 1995.

(7) ��Transition period�� defined
For purposes of this subsection, the term

‘‘transition period’’ means the period begin-
ning on September 23, 1994, and ending on the
date on which the Administrator is appointed.

(Pub. L. 103–325, title I, § 104, Sept. 23, 1994, 108
Stat. 2166.)

REFERENCES IN TEXT

The civil service laws, referred to in subsecs. (b)(4)(A)
and (k)(4)(A), are set forth in Title 5, Government Orga-
nization and Employees. See, particularly, section 3301
et seq. of Title 5.

The Federal Advisory Committee Act, referred to in
subsec. (d)(1), (7), is Pub. L. 92–463, Oct. 6, 1972, 86 Stat.
770, as amended, which is set out in the Appendix to
Title 5.

Federal tax law, referred to in subsec. (g), is classi-
fied generally to Title 26, Internal Revenue Code.

CODIFICATION

Section is comprised of section 104 of Pub. L. 103–325.
Subsecs. (e) and (i) of section 104 of Pub. L. 103–325
amended section 9101 of Title 31, Money and Finance,
and section 5313 of Title 5, Government Organization
and Employees, respectively.

ADMINISTRATION OF FUND BY SECRETARY OF THE
TREASURY

Pub. L. 104–134, title I, § 101(e) [title III], Apr. 26, 1996,
110 Stat. 1321–257, 1321–294; renumbered title I, Pub. L.
104–140, § 1(a), May 2, 1996, 110 Stat. 1327, provided in
part: ‘‘That notwithstanding any other provision of
law, for purposes of administering the Community De-
velopment Financial Institutions Fund, the Secretary
of the Treasury shall have all powers and rights of the
Administrator of the CDBFI Act [12 U.S.C. 4701 et seq.]
and the Fund shall be within the Department of the
Treasury.’’

Similar provisions were contained in the following
prior appropriations act:

Pub. L. 104–19, title I, July 27, 1995, 109 Stat. 237.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4702, 4713, 4742
of this title.

§ 4704. Applications for assistance

(a) Form and procedures
An application for assistance under this sub-

chapter shall be submitted in such form and in
accordance with such procedures as the Fund
shall establish.

(b) Minimum requirements
Except as provided in sections 4705 and 4712 of

this title, the Fund shall require an applica-
tion—

(1) to establish that the applicant is, or will
be, a community development financial insti-
tution;

(2) to include a comprehensive strategic plan
for the organization that contains—

(A) a business plan of not less than 5 years
in duration that demonstrates that the ap-
plicant will be properly managed and will
have the capacity to operate as a commu-
nity development financial institution that
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will not be dependent upon assistance from
the Fund for continued viability;

(B) an analysis of the needs of the invest-
ment area or targeted population and a
strategy for how the applicant will attempt
to meet those needs;

(C) a plan to coordinate use of assistance
from the Fund with existing Federal, State,
local, and tribal government assistance pro-
grams, and private sector financial services;

(D) an explanation of how the proposed ac-
tivities of the applicant are consistent with
existing economic, community, and housing
development plans adopted by or applicable
to an investment area or targeted popu-
lation; and

(E) a description of how the applicant will
coordinate with community organizations
and financial institutions which will provide
equity investments, loans, secondary mar-
kets, or other services to investment areas
or targeted populations;

(3) to include a detailed description of the
applicant’s plans and likely sources of funds to
match the amount of assistance requested
from the Fund;

(4) in the case of an applicant that has pre-
viously received assistance under this sub-
chapter, to demonstrate that the applicant—

(A) has substantially met its performance
goals and otherwise carried out its respon-
sibilities under this subchapter and the as-
sistance agreement; and

(B) will expand its operations into a new
investment area or serve a new targeted pop-
ulation, offer more products or services, or
increase the volume of its business;

(5) in the case of an applicant with a prior
history of serving investment areas or tar-
geted populations, to demonstrate that the ap-
plicant—

(A) has a record of success in serving in-
vestment areas or targeted populations; and

(B) will expand its operations into a new
investment area or to serve a new targeted
population, offer more products or services,
or increase the volume of its current busi-
ness; and

(6) to include such other information as the
Fund deems appropriate.

(c) Preapplication outreach program
The Fund shall provide an outreach program

to identify and provide information to potential
applicants and may provide technical assistance
to potential applicants, but shall not assist in
the preparation of any application.

(Pub. L. 103–325, title I, § 105, Sept. 23, 1994, 108
Stat. 2170.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1834a, 4705, 4706,
4707, 4712 of this title.

§ 4705. Community partnerships

(a) Application
An application for assistance may be filed

jointly by a community development financial
institution and a community partner to carry
out a community partnership.

(b) Application requirements
The Fund shall require a community partner-

ship application—
(1) to meet the minimum requirements es-

tablished for community development finan-
cial institutions under section 4704(b) of this
title, except that the criteria specified in para-
graphs (1) and (2)(A) of section 4704(b) of this
title shall not apply to the community part-
ner;

(2) to describe how each coapplicant will par-
ticipate in carrying out the community part-
nership and how the partnership will enhance
activities serving the investment area or tar-
geted population; and

(3) to demonstrate that the community part-
nership activities are consistent with the stra-
tegic plan submitted by the community devel-
opment financial institution coapplicant.

(c) Selection criteria
The Fund shall consider a community partner-

ship application based on—
(1) the community development financial in-

stitution coapplicant—
(A) meeting the minimum selection cri-

teria described in section 4704 of this title;
and

(B) satisfying the selection criteria of sec-
tion 4706 of this title;

(2) the extent to which the community part-
ner coapplicant will participate in carrying
out the partnership;

(3) the extent to which the community part-
nership will enhance the likelihood of success
of the community development financial insti-
tution coapplicant’s strategic plan; and

(4) the extent to which service to the invest-
ment area or targeted population will be bet-
ter performed by a partnership as opposed to
the individual community development finan-
cial institution coapplicant.

(d) Limitation on distribution of assistance
Assistance provided upon approval of an appli-

cation under this section shall be distributed
only to the community development financial
institution coapplicant, and shall not be used to
fund any activities carried out directly by the
community partner or an affiliate or subsidiary
thereof.
(e) Other requirements and limitations

All other requirements and limitations im-
posed by this subchapter on a community devel-
opment financial institution assisted under this
subchapter shall apply (in the manner that the
Fund determines to be appropriate) to assist-
ance provided to carry out community partner-
ships. The Fund may establish additional guide-
lines and restrictions on the use of Federal
funds to carry out community partnerships.

(Pub. L. 103–325, title I, § 106, Sept. 23, 1994, 108
Stat. 2171.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4704 of this title.

§ 4706. Selection of institutions

(a) Selection criteria
Except as provided in section 4712 of this title,

the Fund shall, in its sole discretion, select com-
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munity development financial institution appli-
cants meeting the requirements of section 4704
of this title for assistance based on—

(1) the likelihood of success of the applicant
in meeting the goals of its comprehensive
strategic plan;

(2) the experience and background of the
management team;

(3) the extent of need for equity invest-
ments, loans, and development services within
the investment areas or targeted populations;

(4) the extent of economic distress within
the investment areas or the extent of need
within the targeted populations, as those fac-
tors are measured by objective criteria;

(5) the extent to which the applicant will
concentrate its activities on serving its in-
vestment areas or targeted populations;

(6) the amount of firm commitments to meet
or exceed the matching requirements and the
likely success of the plan for raising the bal-
ance of the match;

(7) the extent to which the matching funds
are derived from private sources;

(8) the extent to which the proposed activi-
ties will expand economic opportunities with-
in the investment areas or the targeted popu-
lations;

(9) whether the applicant is, or will become,
an insured community development financial
institution;

(10) the extent of support from the invest-
ment areas or targeted populations;

(11) the extent to which the applicant is, or
will be, community-owned or community-gov-
erned;

(12) the extent to which the applicant will
increase its resources through coordination
with other institutions or participation in a
secondary market;

(13) in the case of an applicant with a prior
history of serving investment areas or tar-
geted populations, the extent of success in
serving them; and

(14) other factors deemed to be appropriate
by the Fund.

(b) Geographic diversity
In selecting applicants for assistance, the

Fund shall seek to fund a geographically diverse
group of applicants, which shall include appli-
cants from metropolitan, nonmetropolitan, and
rural areas.

(Pub. L. 103–325, title I, § 107, Sept. 23, 1994, 108
Stat. 2172.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4705, 4707, 4712
of this title.

§ 4707. Assistance provided by Fund

(a) Forms of assistance
(1) In general

The Fund may provide—
(A) financial assistance through equity in-

vestments, deposits, credit union shares,
loans, and grants; and

(B) technical assistance—
(i) directly;
(ii) through grants; or

(iii) by contracting with organizations
that possess expertise in community devel-
opment finance, without regard to whether
the organizations receive or are eligible to
receive assistance under this subchapter.

(2) Equity investments
(A) Limitation on equity investments

The Fund shall not own more than 50 per-
cent of the equity of a community develop-
ment financial institution and may not con-
trol the operations of such institution. The
Fund may hold only transferable, nonvoting
equity investments in the institution. Such
equity investments may provide for convert-
ibility to voting stock upon transfer by the
Fund.
(B) Fund deemed not to control

Notwithstanding any other provision of
law, the Fund shall not be deemed to control
a community development financial institu-
tion by reason of any assistance provided
under this subchapter for the purpose of any
other applicable law to the extent that the
Fund complies with subparagraph (A). Noth-
ing in this subparagraph shall affect the ap-
plication of any Federal tax law.

(3) Deposits
Deposits made pursuant to this section in an

insured community development financial in-
stitution shall not be subject to any require-
ment for collateral or security.
(4) Limitations on obligations

Direct loan obligations may be incurred by
the Fund only to the extent that appropria-
tions of budget authority to cover their cost,
as defined in section 661a(5) of title 2, are made
in advance.

(b) Uses of financial assistance
(1) In general

Financial assistance made available under
this subchapter may be used by assisted com-
munity development financial institutions to
serve investment areas or targeted popu-
lations by developing or supporting—

(A) commercial facilities that promote re-
vitalization, community stability, or job
creation or retention;

(B) businesses that—
(i) provide jobs for low-income people or

are owned by low-income people; or
(ii) enhance the availability of products

and services to low-income people;

(C) community facilities;
(D) the provision of basic financial serv-

ices;
(E) housing that is principally affordable

to low-income people, except that assistance
used to facilitate homeownership shall only
be used for services and lending products—

(i) that serve low-income people; and
(ii) that—

(I) are not provided by other lenders in
the area; or

(II) complement the services and lend-
ing products provided by other lenders
that serve the investment area or tar-
geted population; and
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(F) other businesses and activities deemed
appropriate by the Fund.

(2) Limitations
No assistance made available under this sub-

chapter may be expended by a community de-
velopment financial institution (or an organi-
zation receiving assistance under section 4712
of this title) to pay any person to influence or
attempt to influence any agency, elected offi-
cial, officer, or employee of a State or local
government in connection with the making,
award, extension, continuation, renewal,
amendment, or modification of any State or
local government contract, grant, loan, or co-
operative agreement (as such terms are de-
fined in section 1352 of title 31).

(c) Uses of technical assistance
(1) Types of activities

Technical assistance may be used for activi-
ties that enhance the capacity of a community
development financial institution, such as
training of management and other personnel
and development of programs and investment
or loan products.

(2) Availability of technical assistance
The Fund may provide technical assistance,

regardless of whether or not the recipient also
receives financial assistance under this sec-
tion.

(d) Amount of assistance
(1) In general

Except as provided in paragraph (2), the
Fund may provide not more than $5,000,000 of
assistance, in the aggregate, during any 3-year
period to any 1 community development finan-
cial institution and its subsidiaries and affili-
ates.

(2) Exception
The Fund may provide not more than

$3,750,000 of assistance in addition to the
amount specified in paragraph (1) during the
same 3-year period to an existing community
development financial institution that pro-
poses to establish a subsidiary or affiliate for
the purpose of serving an investment area or
targeted population outside of any State and
outside of any metropolitan area presently
served by the institution, if—

(A) the subsidiary or affiliate—
(i) would be a community development

financial institution; and
(ii) independently—

(I) meets the selection criteria de-
scribed in section 4704 of this title; and

(II) satisfies the selection criteria of
section 4706 of this title; and

(B) no other application for assistance to
serve the investment area or targeted popu-
lation has been submitted to the Adminis-
trator within a reasonable period of time
preceding the date of receipt of the applica-
tion at issue.

(3) Timing of assistance
Assistance may be provided as described in

paragraphs (1) and (2) in a lump sum or over a
period of time, as determined by the Fund.

(e) Matching requirements
(1) In general

Assistance other than technical assistance
shall be matched with funds from sources
other than the Federal Government on the
basis of not less than one dollar for each dollar
provided by the Fund. Such matching funds
shall be at least comparable in form and value
to assistance provided by the Fund. The Fund
shall provide no assistance (other than tech-
nical assistance) until a community develop-
ment financial institution has secured firm
commitments for the matching funds required.
(2) Exception

In the case of an applicant with severe con-
straints on available sources of matching
funds, the Fund may permit an applicant to
comply with the matching requirements of
paragraph (1) by—

(A) reducing such matching requirement
by 50 percent; or

(B) permitting an applicant to provide
matching funds in a form to be determined
at the discretion of the Fund, if such appli-
cant—

(i) has total assets of less than $100,000;
(ii) serves nonmetropolitan or rural

areas; and
(iii) is not requesting more than $25,000

in assistance.
(3) Limitation

Not more than 25 percent of the total funds
disbursed in any fiscal year by the Fund may
be matched as authorized under paragraph (2).
(4) Construction of ��Federal Government

funds��
For purposes of this subsection, notwith-

standing section 105(a)(9) of the Housing and
Community Development Act of 1974 [42 U.S.C.
5305(a)(9)], funds provided pursuant to such
Act shall be considered to be Federal Govern-
ment funds.

(f) Terms and conditions
(1) Soundness of unregulated institutions

The Fund shall—
(A) ensure, to the maximum extent prac-

ticable, that each community development
financial institution (other than an insured
community development financial institu-
tion or depository institution holding com-
pany) assisted under this subchapter is fi-
nancially and managerially sound and main-
tains appropriate internal controls;

(B) require such institution to submit, not
less than once during each 18-month period,
a statement of financial condition audited
by an independent certified public account-
ant as part of the report required by section
4714(e)(1) of this title; and

(C) require that all assistance granted
under this section is used by the community
development financial institution or com-
munity development partnership in a man-
ner consistent with the purposes of this sub-
chapter.

(2) Assistance agreement
(A) In general

Before providing any assistance under this
subchapter, the Fund and each community
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development financial institution to be as-
sisted shall enter into an agreement that re-
quires the institution to comply with per-
formance goals and abide by other terms and
conditions pertinent to assistance received
under this subchapter.

(B) Performance goals
Performance goals shall be negotiated be-

tween the Fund and each community devel-
opment financial institution receiving as-
sistance based upon the strategic plan sub-
mitted pursuant to section 4704(b)(2) of this
title. Such goals may be modified with the
consent of the parties, or as provided in sub-
paragraph (C). Performance goals for insured
community development financial institu-
tions shall be determined in consultation
with the appropriate Federal banking agen-
cy.

(C) Sanctions
The agreement shall provide that, in the

event of fraud, mismanagement, noncompli-
ance with this subchapter, or noncompliance
with the terms of the agreement, the Fund,
in its discretion, may—

(i) require changes to the performance
goals imposed pursuant to subparagraph
(B);

(ii) require changes to the strategic plan
submitted pursuant to section 4704(b)(2) of
this title;

(iii) revoke approval of the application;
(iv) reduce or terminate assistance;
(v) require repayment of assistance;
(vi) bar an applicant from reapplying for

assistance from the Fund; and
(vii) take such other actions as the Fund

deems appropriate.

(D) Consultation with tribal governments
In reviewing the performance of any as-

sisted community development financial in-
stitution, the investment area of which in-
cludes an Indian reservation, or the targeted
population of which includes an Indian tribe,
the Fund shall consult with, and seek input
from, any appropriate tribal government.

(g) Authority to sell equity investments and
loans

The Fund may, at any time, sell its equity in-
vestments and loans, but the Fund shall retain
the power to enforce limitations on assistance
entered into in accordance with the require-
ments of this subchapter until the performance
goals related to the investment or loan have
been met.

(h) No authority to limit supervision and regula-
tion

Nothing in this subchapter shall affect any au-
thority of the appropriate Federal banking
agency to supervise and regulate any institution
or company.

(Pub. L. 103–325, title I, § 108, Sept. 23, 1994, 108
Stat. 2172.)

REFERENCES IN TEXT

Federal tax law, referred to in subsec. (a)(2)(B), is
classified generally to Title 26, Internal Revenue Code.

The Housing and Community Development Act of
1974, referred to in subsec. (e)(4), is Pub. L. 93–383, Aug.
22, 1974, 88 Stat. 633, as amended. For complete classi-
fication of this Act to the Code, see Short Title note
set out under section 5301 of Title 42, The Public Health
and Welfare, and Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1834a, 4703, 4711,
4715, 4718 of this title.

§ 4708. Training

(a) In general
The Fund may operate a training program to

increase the capacity and expertise of commu-
nity development financial institutions and
other members of the financial services industry
to undertake community development finance
activities.
(b) Program activities

The training program shall provide edu-
cational programs to assist community develop-
ment financial institutions and other members
of the financial services industry in developing
lending and investment products, underwriting
and servicing loans, managing equity invest-
ments, and providing development services tar-
geted to areas of economic distress, low-income
persons, and persons who lack adequate access
to loans and equity investments.
(c) Participation

The training program shall be made available
to community development financial institu-
tions and other members of the financial serv-
ices industry that serve or seek to serve areas of
economic distress, low-income persons, and per-
sons who lack adequate access to loans and eq-
uity investments.
(d) Contracting

The Fund may offer the training program de-
scribed in this section directly or through a con-
tract with other organizations. The Fund may
contract to provide the training program
through organizations that possess special ex-
pertise in community development, without re-
gard to whether the organizations receive or are
eligible to receive assistance under this sub-
chapter.
(e) Coordination

The Fund shall coordinate with other appro-
priate Federal departments or agencies that op-
erate similar training programs in order to pre-
vent duplicative efforts.
(f) Regulatory fee for providing training services

(1) General rule
The Fund may, at the discretion of the Ad-

ministrator and in accordance with this sub-
section, assess and collect regulatory fees
solely to cover the costs of the Fund in provid-
ing training services under a training program
operated in accordance with this section.
(2) Persons subject to fee

Fees may be assessed under paragraph (1)
only on persons who participate in the train-
ing program.
(3) Limitation on manner of collection

Fees may be assessed and collected under
this subsection only in such manner as may
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1 So in original. Probably should be followed by a period.

reasonably be expected to result in the collec-
tion of an aggregate amount of fees during any
fiscal year which does not exceed the aggre-
gate costs of the Fund for such year in provid-
ing training services under a training program
operated in accordance with this section 1

(4) Limitation on amount of fee
The amount of any fee assessed under this

subsection on any person may not exceed the
amount which is reasonably based on the pro-
portion of the training services provided under
a training program operated in accordance
with this section which relate to such person.

(Pub. L. 103–325, title I, § 109, Sept. 23, 1994, 108
Stat. 2176.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4702, 4711, 4718
of this title.

§ 4709. Encouragement of private entities

The Fund may facilitate the organization of
corporations in which the Federal Government
has no ownership interest. The purpose of any
such entity shall be to assist community devel-
opment financial institutions in a manner that
is complementary to the activities of the Fund
under this subchapter. Any such entity shall be
managed exclusively by persons not employed
by the Federal Government or any agency or in-
strumentality thereof, or by any State or local
government or any agency or instrumentality
thereof.

(Pub. L. 103–325, title I, § 110, Sept. 23, 1994, 108
Stat. 2177.)

§ 4710. Collection and compilation of information

The Fund shall—
(1) collect and compile information perti-

nent to community development financial in-
stitutions that will assist in creating, develop-
ing, expanding, and preserving such institu-
tions; and

(2) make such information available to pro-
mote the purposes of this subchapter.

(Pub. L. 103–325, title I, § 111, Sept. 23, 1994, 108
Stat. 2177.)

§ 4711. Investment of receipts and proceeds

(a) Establishment of account
Any dividends on equity investments and pro-

ceeds from the disposition of investments, de-
posits, or credit union shares that are received
by the Fund as a result of assistance provided
pursuant to section 4707 or 4712 of this title, and
any fees received pursuant to section 4708(f) of
this title shall be deposited and accredited to an
account of the Fund in the United States Treas-
ury (hereafter in this section referred to as ‘‘the
account’’) established to carry out the purpose
of this subchapter.

(b) Investments
Upon request of the Administrator, the Sec-

retary of the Treasury shall invest amounts de-
posited in the account in public debt securities

with maturities suitable to the needs of the
Fund, as determined by the Administrator, and
bearing interest at rates determined by the Sec-
retary of the Treasury, comparable to current
market yields on outstanding marketable obli-
gations of the United States of similar matu-
rities.
(c) Availability

Amounts deposited into the account and inter-
est earned on such amounts pursuant to this
section shall be available to the Fund until ex-
pended.

(Pub. L. 103–325, title I, § 112, Sept. 23, 1994, 108
Stat. 2177.)

§ 4712. Capitalization assistance to enhance li-
quidity

(a) Assistance
(1) In general

The Fund may provide assistance for the
purpose of providing capital to organizations
to purchase loans or otherwise enhance the li-
quidity of community development financial
institutions, if—

(A) the primary purpose of such organiza-
tions is to promote community develop-
ment; and

(B) any assistance received is matched
with funds—

(i) from sources other than the Federal
Government;

(ii) on the basis of not less than one dol-
lar for each dollar provided by the Fund;
and

(iii) that are comparable in form and
value to the assistance provided by the
Fund.

(2) Limitation on other assistance
An organization that receives assistance

under this section may not receive other fi-
nancial or technical assistance under this sub-
chapter.
(3) Construction of Federal Government funds

For purposes of this subsection, notwith-
standing section 105(a)(9) of the Housing and
Community Development Act of 1974 [42 U.S.C.
5305(a)(9)], funds provided pursuant to such
Act shall be considered to be Federal Govern-
ment funds.

(b) Selection
The selection of organizations to receive as-

sistance under this section shall be at the dis-
cretion of the Fund and in accordance with cri-
teria established by the Fund. In establishing
such criteria, the Fund shall take into account
the criteria contained in sections 4704(b) and
4706 of this title, as appropriate.
(c) Amount of assistance

The Fund may provide a total of not more
than $5,000,000 of assistance to an organization
or its subsidiaries or affiliates under this section
during any 3-year period. Assistance may be pro-
vided in a lump sum or over a period of time, as
determined by the Fund.
(d) Audit and report requirements

Organizations that receive assistance from the
Fund in accordance with this section shall—
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(1) submit to the Fund, not less than once in
every 18-month period, financial statements
audited by an independent certified public ac-
countant, as part of the report required by
paragraph (2);

(2) submit an annual report on its activities;
and

(3) keep such records as may be necessary to
disclose the manner in which any assistance
under this section is used.

(e) Limitations on liability
(1) Liability of Fund

The liability of the Fund and the United
States Government arising out of the provi-
sion of assistance to any organization in ac-
cordance with this section shall be limited to
the amount of such assistance. The Fund shall
be exempt from any assessments and any
other liabilities that may be imposed on con-
trolling or principal shareholders by any Fed-
eral law or the law of any State, or territory.
Nothing in this paragraph shall affect the ap-
plication of Federal tax law.
(2) Liability of Government

This section does not oblige the Federal
Government, either directly or indirectly, to
provide any funds to any organization assisted
pursuant to this section, or to honor, reim-
burse, or otherwise guarantee any obligation
or liability of such an organization. This sec-
tion shall not be construed to imply that any
such organization or any obligations or securi-
ties of any such organization are backed by
the full faith and credit of the United States.

(f) Use of proceeds
Any proceeds from the sale of loans by an or-

ganization assisted under this section shall be
used by the seller for community development
purposes.

(Pub. L. 103–325, title I, § 113, Sept. 23, 1994, 108
Stat. 2178.)

REFERENCES IN TEXT

The Housing and Community Development Act of
1974, referred to in subsec. (a)(3), is Pub. L. 93–383, Aug.
22, 1974, 88 Stat. 633, as amended. For complete classi-
fication of this Act to the Code, see Short Title note
set out under section 5301 of Title 42, The Public Health
and Welfare, and Tables.

Federal tax law, referred to in subsec. (e)(1), is classi-
fied generally to Title 26, Internal Revenue Code.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4704, 4706, 4707,
4711, 4718 of this title.

§ 4713. Incentives for depository institution par-
ticipation

(a) Function of Administrator
(1) In general

Of any funds appropriated pursuant to the
authorization in section 4718(a) of this title,
the funds made available for use in carrying
out this section in accordance with section
4718(a)(4) of this title shall be administered by
the Administrator of the Fund, in consulta-
tion with—

(A) the Federal banking agencies (as de-
fined in section 3 of the Federal Deposit In-

surance Act [12 U.S.C. 1813]) and the Na-
tional Credit Union Administration;

(B) the individuals named pursuant to
clauses (ii) and (iv) of section 4703(d)(2)(G) of
this title; and

(C) any other representatives of insured
depository institutions or other persons as
the Administrator may determine to be ap-
propriate.

(2) Applicability of Bank Enterprise Act of 1991
Subject to subsection (b) of this section and

the consultation requirement of paragraph
(1)—

(A) section 233 of the Bank Enterprise Act
of 1991 [12 U.S.C. 1834a] shall be applicable to
the Administrator, for purposes of this sec-
tion, in the same manner and to the same
extent that such section is applicable to the
Community Enterprise Assessment Credit
Board;

(B) the Administrator shall, for purposes
of carrying out this section and section 233
of the Bank Enterprise Act of 1991 [12 U.S.C.
1834a]—

(i) have all powers and rights of the
Community Enterprise Assessment Credit
Board under section 233 of the Bank Enter-
prise Act of 1991 to administer and enforce
any provision of such section 233 which is
applicable to the Administrator under this
section; and

(ii) shall be subject to the same duties
and restrictions imposed on the Commu-
nity Enterprise Assessment Credit Board;
and

(C) the Administrator shall—
(i) have all powers and rights of an ap-

propriate Federal banking agency under
section 233(b)(2) of the Bank Enterprise
Act of 1991 [12 U.S.C. 1834a(b)(2)] to approve
or disapprove the designation of qualified
distressed communities for purposes of
this section and provide information and
assistance with respect to any such des-
ignation; and

(ii) shall be subject to the same duties
imposed on the appropriate Federal bank-
ing agencies under such section 233(b)(2).

(3) Awards
The Administrator shall determine the

amount of assessment credits, and shall make
awards of those credits.

(4) Regulations and guidelines
The Administrator may prescribe such regu-

lations and issue such guidelines as the Ad-
ministrator determines to be appropriate to
carry out this section.

(5) Exceptions to applicability
Notwithstanding paragraphs (1) through (4)

of this subsection, subsections (a)(1) and (e)(2)
of section 233 of the Bank Enterprise Act of
1991 [12 U.S.C. 1834a(a)(1), (e)(2)], and any other
provision of the Federal Deposit Insurance Act
[12 U.S.C. 1811 et seq.] relating to the Bank En-
terprise Act of 1991, do not apply to the Ad-
ministrator for purposes of this subchapter.



Page 1588TITLE 12—BANKS AND BANKING§ 4714

(b) Provisions relating to administration of this
section

(1) New lifeline accounts
In applying section 233 of the Bank Enter-

prise Act of 1991 [12 U.S.C. 1834a] for purposes
of this section, the Administrator shall treat
the provision of new lifeline accounts by an in-
sured depository institution as an activity
which is qualified to be taken into account
under section 233(a)(2)(A) of such Act.

(2) Determination of assessment credit
For the purpose of this subchapter, section

233(a)(3) of the Bank Enterprise Act of 1991 (12
U.S.C. 1834a(a)(3)) shall be applied by sub-
stituting the following text:

��(3) Amount of assessment credit
‘‘The amount of an assessment credit which

may be awarded to an insured depository insti-
tution to carry out the qualified activities of
the institution or of the subsidiaries of the in-
stitution pursuant to this section for any
semiannual period shall be equal to the sum
of—

‘‘(A) with respect to qualifying activities
described in paragraph (2)(A), the amount
which is equal to—

‘‘(i) 5 percent of the sum of the amounts
determined under such subparagraph, in
the case of an institution which is not a
community development financial institu-
tion; or

‘‘(ii) 15 percent of the sum of the
amounts determined under such subpara-
graph, in the case of an institution which
is a community development financial in-
stitution; and

‘‘(B) with respect to qualifying activities
described in paragraph (2)(C), 15 percent of
the amounts determined under such subpara-
graph.’’

(3) Adjustment of percentage
Section 233(a)(5) of the Bank Enterprise Act

of 1991 [12 U.S.C. 1834a(a)(5)] shall be applied
for purposes of this section by—

(A) substituting ‘‘institutions which are
community development financial institu-
tions’’ for ‘‘institutions which meet the
community development organization re-
quirements under section 234 [12 U.S.C.
1834b]’’; and

(B) substituting ‘‘institutions which are
not community development financial insti-
tutions’’ for ‘‘institutions which do not meet
such requirements’’.

(4) Designation of QDC
Section 233(b)(2) of the Bank Enterprise Act

of 1991 [12 U.S.C. 1834a(b)(2)] shall be applied
for purposes of this section without regard to
subparagraph (A)(ii) of such section 233(b)(2).

(5) Operation on annual basis
The Administrator may, in the Administra-

tor’s discretion, apply section 233 of the Bank
Enterprise Act of 1991 for purposes of this sec-
tion by providing community enterprise as-
sessment credits with respect to annual peri-
ods rather than semiannual periods.

(6) Outreach
The Administrator shall ensure that infor-

mation about the Bank Enterprise Act of 1991
under this section is widely disseminated to
all interested parties.

(7) Qualified activities
For the purpose of this subchapter, section

233(a)(2)(A) of the Bank Enterprise Act of 1991
shall be applied by inserting ‘‘of the increase’’
after ‘‘the amount’’.

(Pub. L. 103–325, title I, § 114, Sept. 23, 1994, 108
Stat. 2179.)

REFERENCES IN TEXT

The Bank Enterprise Act of 1991, referred to in sub-
secs. (a)(2), (5) and (b)(6), is subtitle C (§§ 231–234) of title
II of Pub. L. 102–242, Dec. 19, 1991, 105 Stat. 2308–2315,
which enacted sections 1834 to 1834b of this title,
amended section 1817 of this title, and enacted provi-
sions set out as a note under section 1811 of this title.
For complete classification of this Act to the Code, see
Short Title of 1991 Amendment note set out under sec-
tion 1811 of this title and Tables.

The Federal Deposit Insurance Act, referred to in
subsec. (a)(5), is act Sept. 21, 1950, ch. 967, § 2, 64 Stat.
873, as amended, which is classified generally to chap-
ter 16 (§ 1811 et seq.) of this title. For complete classi-
fication of this Act to the Code, see Short Title note
set out under section 1811 of this title and Tables.

CODIFICATION

Section is comprised of section 114 of Pub. L. 103–325.
Subsec. (c) of section 114 of Pub. L. 103–325 amended
section 1834a of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4718 of this title.

§ 4714. Recordkeeping

(a) In general
A community development financial institu-

tion receiving assistance from the Fund shall
keep such records, for such periods as may be
prescribed by the Fund and necessary to disclose
the manner in which any assistance under this
subchapter is used and to demonstrate compli-
ance with the requirements of this subchapter.

(b) User profile information
The Fund shall require each community devel-

opment financial institution or other organiza-
tion receiving assistance from the Fund to com-
pile such data, as is determined to be appro-
priate by the Fund, on the gender, race, eth-
nicity, national origin, or other pertinent infor-
mation concerning individuals that utilize the
services of the assisted institution to ensure
that targeted populations and low-income resi-
dents of investment areas are adequately served.

(c) Access to records
The Fund shall have access on demand, for the

purpose of determining compliance with this
subchapter, to any records of a community de-
velopment financial institution or other organi-
zation that receives assistance from the Fund.

(d) Review
Not less than annually, the Fund shall review

the progress of each assisted community devel-
opment financial institution in carrying out its
strategic plan, meeting its performance goals,
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and satisfying the terms and conditions of its
assistance agreement.
(e) Reporting

(1) Annual reports
The Fund shall require each community de-

velopment financial institution receiving as-
sistance under this subchapter to submit an
annual report to the Fund on its activities, its
financial condition, and its success in meeting
performance goals, in satisfying the terms and
conditions of its assistance agreement, and in
complying with other requirements of this
subchapter, in such form and manner as the
Fund shall specify.
(2) Availability of reports

The Fund, after deleting or redacting any
material as appropriate to protect privacy or
proprietary interests, shall make such reports
submitted under paragraph (1) available for
public inspection.

(Pub. L. 103–325, title I, § 115, Sept. 23, 1994, 108
Stat. 2184.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4707 of this title;
title 15 section 6908.

§ 4715. Special provisions with respect to institu-
tions that are supervised by Federal banking
agencies

(a) Consultation with appropriate agencies
The Fund shall consult with and consider the

views of the appropriate Federal banking agency
prior to providing assistance under this sub-
chapter to—

(1) an insured community development fi-
nancial institution;

(2) any community development financial in-
stitution that is examined by or subject to the
reporting requirements of an appropriate Fed-
eral banking agency; or

(3) any community development financial in-
stitution that has as its community partner
an institution that is examined by or subject
to the reporting requirements of an appro-
priate Federal banking agency.

(b) Requests for information, reports, or records
(1) In general

Except as provided in paragraph (4), not-
withstanding any other provisions of this sub-
chapter, prior to directly requesting informa-
tion from or imposing reporting or record-
keeping requirements on an insured commu-
nity development financial institution or
other institution that is examined by or sub-
ject to the reporting requirements of an appro-
priate Federal banking agency, the Fund shall
consult with the appropriate Federal banking
agency to determine if the information re-
quested is available from or may be obtained
by such agency in the form, format, or detail
required by the Fund.

(2) Timing of response from appropriate Fed-
eral banking agency

If the information, reports, or records re-
quested by the Fund pursuant to paragraph (1)
are not provided by the appropriate Federal

banking agency in less than 15 calendar days
after the date on which the material is re-
quested, the Fund may request the informa-
tion from or impose the recordkeeping or re-
porting requirements directly on such institu-
tions with notice to the appropriate Federal
banking agency.
(3) Elimination of duplicative information and

reporting requirements
The Fund shall use any information pro-

vided the appropriate Federal banking agency
under this section to the extent practicable to
eliminate duplicative requests for information
and reports from, and recordkeeping by an in-
sured community development financial insti-
tution or other institution that is examined
by or subject to the reporting requirements of
an appropriate Federal banking agency.
(4) Exception

Notwithstanding paragraphs (1) and (2), the
Fund may require an insured community de-
velopment financial institution or other insti-
tution that is examined by or subject to the
reporting requirements of an appropriate Fed-
eral banking agency to provide information
with respect to the institution’s implementa-
tion of its strategic plan or compliance with
the terms of its assistance agreement under
this subchapter, after providing notice to the
appropriate Federal banking agency.

(c) Exclusion for examination reports
Nothing in this section shall be construed to

permit the Fund to require an insured commu-
nity development financial institution or other
institution that is examined by or subject to the
reporting requirements of an appropriate Fed-
eral banking agency, to obtain, maintain, or fur-
nish an examination report of any appropriate
Federal banking agency or records contained in
or related to such a report.
(d) Sharing of information

The Fund and the appropriate Federal banking
agency shall promptly notify each other of ma-
terial concerns about an insured community de-
velopment financial institution or other institu-
tion that is examined by or subject to the re-
porting requirements of an appropriate Federal
banking agency, and share appropriate informa-
tion relating to such concerns.
(e) Disclosure prohibited

Neither the Fund nor the appropriate Federal
banking agency shall disclose confidential infor-
mation obtained pursuant to this section from
any party without the written consent of that
party.
(f) Privilege maintained

The Fund, the appropriate Federal banking
agency, and any other party providing informa-
tion under this section shall not be deemed to
have waived any privilege applicable to any in-
formation or data, or any portion thereof, by
providing such information or data to the other
party or by permitting such data or informa-
tion, or any copies or portions thereof, to be
used by the other party.
(g) Exceptions

Nothing in this section shall authorize the
Fund or the appropriate Federal banking agency
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to withhold information from the Congress or
prevent it from complying with a request for in-
formation from a Federal department or agency
in compliance with applicable law.
(h) Sanctions

(1) Notification
The Fund shall notify the appropriate Fed-

eral banking agency before imposing any sanc-
tion pursuant to the authority in section
4707(f)(2)(C) of this title on an insured commu-
nity development financial institution or
other institution that is examined by or sub-
ject to the reporting requirements of that
agency.
(2) Exceptions

The Fund shall not impose a sanction re-
ferred to in paragraph (1) if the appropriate
Federal banking agency, in writing, not later
than 30 calendar days after receiving notice
from the Fund—

(A) objects to the proposed sanction;
(B) determines that the sanction would—

(i) have a material adverse effect on the
safety and soundness of the institution; or

(ii) impede or interfere with an enforce-
ment action against that institution by
that agency;

(C) proposes a comparable alternative ac-
tion; and

(D) specifically explains—
(i) the basis for the determination under

subparagraph (B) and, if appropriate, pro-
vides documentation to support the deter-
mination; and

(ii) how the alternative action suggested
pursuant to subparagraph (C) would be as
effective as the sanction proposed by the
Fund in securing compliance with this
subchapter and deterring future non-
compliance.

(i) Safety and soundness considerations
The Fund and each appropriate Federal bank-

ing agency shall cooperate and respond to re-
quests from each other and from other appro-
priate Federal banking agencies in a manner
that ensures the safety and soundness of the in-
sured community development financial institu-
tion or other institution that is examined by or
subject to the reporting requirements of an ap-
propriate Federal banking agency.

(Pub. L. 103–325, title I, § 116, Sept. 23, 1994, 108
Stat. 2185.)

§ 4716. Studies and reports; examination and
audit

(a) Annual report by Fund
The Fund shall conduct an annual evaluation

of the activities carried out by the Fund and the
community development financial institutions
and other organizations assisted pursuant to
this subchapter, and shall submit a report of its
findings to the President and the Congress not
later than 120 days after the end of each fiscal
year of the Fund. The report shall include finan-
cial statements audited in accordance with sub-
section (f) of this section.
(b) Optional studies

The Fund may conduct such studies as the
Fund determines necessary to further the pur-

pose of this subchapter and to facilitate invest-
ment in distressed communities. The findings of
any studies conducted pursuant to this sub-
section shall be included in the report required
by subsection (a) of this section.
(c) Native American lending study

(1) In general
The Fund shall conduct a study on lending

and investment practices on Indian reserva-
tions and other land held in trust by the
United States. Such study shall—

(A) identify barriers to private financing
on such lands; and

(B) identify the impact of such barriers on
access to capital and credit for Native Amer-
ican populations.

(2) Report
Not later than 12 months after the date on

which the Administrator is appointed, the
Fund shall submit a report to the President
and the Congress that—

(A) contains the findings of the study con-
ducted under paragraph (1);

(B) recommends any necessary statutory
and regulatory changes to existing Federal
programs; and

(C) makes policy recommendations for
community development financial institu-
tions, insured depository institutions, sec-
ondary market institutions, and other pri-
vate sector capital institutions to better
serve such populations.

(d) Investment, governance, and role of Fund
Thirty months after the appointment and

qualification of the Administrator, the Comp-
troller General of the United States shall sub-
mit to the President and the Congress a study
evaluating the structure, governance, and per-
formance of the Fund.
(e) Consultation

In the conduct of the studies required under
this section, the Fund shall consult, as appro-
priate, with the Comptroller of the Currency,
the Federal Deposit Insurance Corporation, the
Board of Governors of the Federal Reserve Sys-
tem, the Federal Housing Finance Board, the
Farm Credit Administration, the Director of the
Office of Thrift Supervision, the National Credit
Union Administration Board, Indian tribal gov-
ernments, community reinvestment organiza-
tions, civil rights organizations, consumer orga-
nizations, financial organizations, and such rep-
resentatives of agencies or other persons, at the
discretion of the Fund.
(f) Examination and audit

The financial statements of the Fund shall be
audited in accordance with section 9105 of title
31, except that audits required by section 9105(a)
of such title shall be performed annually.

(Pub. L. 103–325, title I, § 117, Sept. 23, 1994, 108
Stat. 2187.)

§ 4717. Enforcement

(a) Regulations
(1) In general

Not later than 180 days after the appoint-
ment and qualification of the Administrator,
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1 See References in Text note below.

the Fund shall promulgate such regulations as
may be necessary to carry out this subchapter.
(2) Regulations required

The regulations promulgated under para-
graph (1) shall include regulations applicable
to community development financial institu-
tions that are not insured depository institu-
tions to—

(A) prevent conflicts of interest on the
part of directors, officers, and employees of
community development financial institu-
tions as the Fund determines to be appro-
priate; and

(B) establish such standards with respect
to loans by a community development finan-
cial institution to any director, officer, or
employee of such institution as the Fund de-
termines to be appropriate, including loan
amount limitations.

(b) Administrative enforcement
The provisions of this subchapter, and regula-

tions prescribed and agreements entered into
under this subchapter, shall be enforced under
section 8 of the Federal Deposit Insurance Act
[12 U.S.C. 1818] by the appropriate Federal bank-
ing agency, in the case of an insured community
development financial institution. A violation of
this subchapter, or any regulation prescribed
under or any agreement entered into under this
subchapter, shall be treated as a violation of the
Federal Deposit Insurance Act [12 U.S.C. 1811 et
seq.].

(Pub. L. 103–325, title I, § 119, Sept. 23, 1994, 108
Stat. 2188.)

REFERENCES IN TEXT

The Federal Deposit Insurance Act, referred to in
subsec. (b), is act Sept. 21, 1950, ch. 967, § 2, 64 Stat. 873,
as amended, which is classified generally to chapter 16
(§ 1811 et seq.) of this title. For complete classification
of this Act to the Code, see Short Title note set out
under section 1811 of this title and Tables.

CODIFICATION

Section is comprised of section 119 of Pub. L. 103–325.
Subsec. (c) of section 119 of Pub. L. 103–325 amended
section 657 of Title 18, Crimes and Criminal Procedure.

§ 4718. Authorization of appropriations

(a) Fund authorization
(1) In general

To carry out this subchapter, there are au-
thorized to be appropriated to the Fund, to re-
main available until expended—

(A) $60,000,000 for fiscal year 1995;
(B) $104,000,000 for fiscal year 1996;
(C) $107,000,000 for fiscal year 1997; and
(D) $111,000,000 for fiscal year 1998;

or such greater sums as may be necessary to
carry out this subchapter.

(2) Administrative expenses
(A) In general

Of amounts authorized to be appropriated
to the Fund pursuant to this section, not
more than $5,550,000 may be used by the
Fund in each fiscal year to pay the adminis-
trative costs and expenses of the Fund. Costs
associated with the training program estab-

lished under section 4708 of this title and the
technical assistance program established
under section 4707 of this title shall not be
considered to be administrative expenses for
purposes of this paragraph.
(B) Calculations

The amounts referred to in paragraphs (3)
and (4) shall be calculated after subtracting
the amount referred to in subparagraph (A)
of this paragraph from the total amount ap-
propriated to the Fund in accordance with
paragraph (1) in any fiscal year.

(3) Capitalization assistance
Not more than 5 percent of the amounts au-

thorized to be appropriated under paragraph
(1) may be used as provided in section 4712 of
this title.
(4) Availability for funding section 4713 of this

title
331⁄3 percent of the amounts appropriated to

the Fund for any fiscal year pursuant to the
authorization in paragraph (1) shall be avail-
able for use in carrying out section 4713 of this
title.
(5) Support of community development finan-

cial institutions
The Administrator shall allocate funds au-

thorized under this section, to the maximum
extent practicable, for the support of commu-
nity development financial institutions.

(b) Community Development Credit Union Re-
volving Loan Fund

There are authorized to be appropriated for
the purposes of the Community Development
Credit Union Revolving Loan Fund—

(1) $4,000,000 for fiscal year 1995;
(2) $2,000,000 for fiscal year 1996;
(3) $2,000,000 for fiscal year 1997; and
(4) $2,000,000 for fiscal year 1998.

(c) Budgetary treatment
Amounts authorized to be appropriated under

this section shall be subject to discretionary
spending caps, as provided in section 665 1 of title
2, and therefore shall reduce by an equal amount
funds made available for other discretionary
spending programs.

(Pub. L. 103–325, title I, § 121, Sept. 23, 1994, 108
Stat. 2189.)

REFERENCES IN TEXT

Section 665 of title 2, referred to in subsec. (c), was re-
pealed by Pub. L. 105–33, title X, § 10118(a), Aug. 5, 1997,
111 Stat. 695.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4713 of this title.

SUBCHAPTER II—SMALL BUSINESS
CAPITAL ENHANCEMENT

SUBCHAPTER REFERRED TO IN OTHER SECTIONS

This subchapter is referred to in section 4703 of this
title.

§ 4741. Findings and purposes

(a) Findings
The Congress finds that—
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1 So in original. Probably should be capitalized.

(1) small business concerns are a vital part
of the economy, accounting for the majority
of new jobs, new products, and new services
created in the United States;

(2) adequate access to debt capital is a criti-
cal component for small business develop-
ment, productivity, expansion, and success in
the United States;

(3) commercial banks are the most impor-
tant suppliers of debt capital to small business
concerns in the United States;

(4) commercial banks and other depository
institutions have various incentives to mini-
mize their risk in financing small business
concerns;

(5) as a result of such incentives, many small
business concerns with economically sound fi-
nancing needs are unable to obtain access to
needed debt capital;

(6) the small business capital access pro-
grams implemented by certain States are a
flexible and efficient tool to assist financial
institutions in providing access to needed debt
capital for many small business concerns in a
manner consistent with safety and soundness
regulations;

(7) a small business capital access program
would complement other programs which as-
sist small business concerns in obtaining ac-
cess to capital; and

(8) Federal policy can stimulate and acceler-
ate efforts by States to implement small busi-
ness capital access programs by providing an
incentive to States, while leaving the adminis-
tration of such programs to each participating
State.

(b) Purposes
By encouraging States to implement adminis-

tratively efficient capital access programs that
encourage commercial banks and other deposi-
tory institutions to provide access to debt cap-
ital for a broad portfolio of small business con-
cerns, and thereby promote a more efficient and
effective debt market, the purposes of this sub-
chapter are—

(1) to promote economic opportunity and
growth;

(2) to create jobs;
(3) to promote economic efficiency;
(4) to enhance productivity; and
(5) to spur innovation.

(Pub. L. 103–325, title II, § 251, Sept. 23, 1994, 108
Stat. 2203.)

EFFECTIVE DATE

Section 261 of title II of Pub. L. 103–325 provided that:
‘‘This subtitle [subtitle B (§§ 251–261) of title II of Pub.
L. 103–325, enacting this subchapter] shall become effec-
tive on January 6, 1996.’’

§ 4742. Definitions

For purposes of this subchapter—
(1) the term ‘‘Fund’’ means the Community

Development Financial Institutions Fund es-
tablished under section 4703 of this title;

(2) the term ‘‘appropriate Federal banking
agency’’—

(A) has the same meaning as in section
1813 of this title; and

(B) includes the National Credit Union Ad-
ministration Board in the case of any credit

union the deposits of which are insured in
accordance with the Federal Credit Union
Act [12 U.S.C. 1751 et seq.];

(3) the term ‘‘early loan’’ means a loan en-
rolled at a time when the aggregate covered
amount of loans previously enrolled under the
Program by a particular participating finan-
cial institution is less than $5,000,000;

(4) the term ‘‘enrolled loan’’ means a loan
made by a participating financial institution
that is enrolled by a participating State in ac-
cordance with this subchapter;

(5) the term ‘‘financial institution’’ means
any federally chartered or State-chartered
commercial bank, savings association, savings
bank, or credit union;

(6) the term ‘‘participating financial institu-
tion’’ means any financial institution that has
entered into a participation agreement with a
participating State in accordance with section
4744 of this title;

(7) the term ‘‘participating State’’ means
any State that has been approved for partici-
pation in the Program in accordance with sec-
tion 4743 of this title;

(8) the term ‘‘passive real estate ownership’’
means ownership of real estate for the purpose
of deriving income from speculation, trade, or
rental, except that such term shall not in-
clude—

(A) the ownership of that portion of real
estate being used or intended to be used for
the operation of the business of the owner of
the real estate (other than the business of
passive ownership of real estate); or

(B) the ownership of real estate for the
purpose of construction or renovation, until
the completion of the construction or ren-
ovation phase;

(9) the term ‘‘Program’’ means the Small
Business Capital Enhancement Program estab-
lished under this subchapter;

(10) the term ‘‘reserve fund’’ means a fund,
established by a participating State, ear-
marked for a particular participating financial
institution, for the purposes of—

(A) depositing all required premium
charges paid by the participating financial
institution and by each borrower receiving a
loan under the Program from a participating
financial institution;

(B) depositing contributions made by the
participating State; and

(C) covering losses on enrolled loans by
disbursing accumulated funds; and

(11) the term ‘‘State’’ means—
(A) a State of the United States;
(B) the District of Columbia;
(C) any political subdivision of a State of

the United States, which subdivision has a
population in excess of the population of the
least populated State of the United States;
and

(D) any other political subdivision of a
State of the United States that the Fund de-
termines has the capacity to participate in
the program.1

(Pub. L. 103–325, title II, § 252, Sept. 23, 1994, 108
Stat. 2204.)
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1 See References in Text note below.
2 So in original. Probably should be capitalized.

REFERENCES IN TEXT

The Federal Credit Union Act, referred to in par.
(2)(B), is act June 26, 1934, ch. 750, 48 Stat. 1216, as
amended, which is classified generally to chapter 14
(§ 1751 et seq.) of this title. For complete classification
of this Act to the Code, see section 1751 of this title and
Tables.

§ 4743. Approving States for participation

(a) Application
Any State may apply to the Fund for approval

to be a participating State under the Program
and to be eligible for reimbursement by the
Fund pursuant to section 4747 of this title.

(b) Approval criteria
The Fund shall approve a State to be a partici-

pating State, if—
(1) a specific department or agency of the

State has been designated to implement the
Program;

(2) all legal actions necessary to enable such
designated department or agency to imple-
ment the Program have been accomplished;

(3) funds in the amount of at least $1 for
every 2 people residing in the State (as of the
last decennial census for which data have been
released) are available and have been legally
committed to contributions by the State to
reserve funds, with such funds being available
without time limit and without requiring ad-
ditional legal action, except that such require-
ments shall not be construed to limit the au-
thority of the State to take action at a later
time that results in the termination of its ob-
ligation to enroll loans and make contribu-
tions to reserve funds;

(4) the State has prescribed a form of par-
ticipation agreement to be entered into be-
tween it and each participating financial insti-
tution that is consistent with the require-
ments and purposes of this subchapter; and

(5) the State and the Fund have executed a
reimbursement agreement that conforms to
the requirements of this subchapter.

(c) Existing State programs
(1) In general

A State that is not a participating State,
but that has its own capital access program
providing portfolio insurance for business
loans (based on a separate loss reserve fund for
each financial institution), may apply at any
time to the Fund to be approved to be a par-
ticipating State. The Fund shall approve such
State to be a participating State, and to be el-
igible for reimbursements by the Fund pursu-
ant to section 4747 of this title, if the State—

(A) satisfies the requirements of sub-
sections (a) and (b) of this section; and

(B) certifies that each affected financial
institution has satisfied the requirements of
section 4744 of this title.

(2) Applicable terms of participation
(A) Status of institutions

If a State is approved for participation
under paragraph (1), each financial institu-
tion with a participation agreement in effect
with the participating State shall imme-
diately be considered a participating finan-

cial institution. Reimbursements may be
made under section 4747 1 of this title in con-
nection with all contributions made to the
reserve fund by the State in connection with
lending that occurs on or after the date on
which the Fund approves the State for par-
ticipation.

(B) Effective date of participation
If an amended participation agreement

that conforms with section 4745 of this title
is required in order to secure participation
approval by the Fund, contributions subject
to reimbursement under section 4747 of this
title shall include only those contributions
made to a reserve fund with respect to loans
enrolled on or after the date that an amend-
ed participation agreement between the par-
ticipating State and the participating finan-
cial institution becomes effective.

(C) Use of accumulated reserve funds
A State that is approved for participation

in accordance with this subsection may con-
tinue to implement the program 2 utilizing
the reserve funds accumulated under the
State program.

(d) Prior appropriations requirement
The Fund shall not approve a State for par-

ticipation in the Program until at least
$50,000,000 has been appropriated to the Fund
(subject to an appropriations Act), without fis-
cal year limitation, for the purpose of making
reimbursements pursuant to section 4747 of this
title and otherwise carrying out this subchapter.

(e) Amendments to agreements
If a State that has been approved to be a par-

ticipating State wishes to amend its form of
participation agreement and continue to be a
participating State, such State shall submit
such amendment for review by the Fund in ac-
cordance with subsection (b)(4) of this section.
Any such amendment shall become effective
only after it has been approved by the Fund.

(Pub. L. 103–325, title II, § 253, Sept. 23, 1994, 108
Stat. 2205.)

REFERENCES IN TEXT

Section 4747 of this title, referred to in subsec.
(c)(2)(A), was in the original ‘‘section 237’’ and was
translated as reading ‘‘section 257’’ meaning section 257
of Pub. L. 103–325, to reflect the probable intent of Con-
gress. Pub. L. 103–325 does not contain a section 237.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4742, 4746, 4748
of this title.

§ 4744. Participation agreements

(a) In general
A participating State may enter into a par-

ticipation agreement with any financial institu-
tion determined by the participating State,
after consultation with the appropriate Federal
banking agency, to have sufficient commercial
lending experience and financial and managerial
capacity to participate in the Program. The de-
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termination by the State shall not be reviewable
by the Fund.
(b) Participating financial institutions

Upon entering into the participation agree-
ment with the participating State, the financial
institution shall become a participating finan-
cial institution eligible to enroll loans under the
Program.

(Pub. L. 103–325, title II, § 254, Sept. 23, 1994, 108
Stat. 2207.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4742, 4743 of this
title.

§ 4745. Terms of participation agreements

(a) In general
The participation agreement to be entered

into by a participating State and a participating
financial institution shall include all provisions
required by this section, and shall not include
any provisions inconsistent with the provisions
of this section.
(b) Establishment of separate reserve funds

A separate reserve fund shall be established by
the participating State for each participating fi-
nancial institution. All funds credited to a re-
serve fund shall be the exclusive property of the
participating State. Each reserve fund shall be
an administrative account for the purposes of—

(1) receiving all required premium charges to
be paid by the borrower and participating fi-
nancial institution and contributions by the
participating State; and

(2) disbursing funds, either to cover losses
sustained by the participating financial insti-
tution in connection with loans made under
the Program, or as contemplated by sub-
sections (d) and (r) of this section.

(c) Investment authority
Subject to applicable State law, the partici-

pating State may invest, or cause to be in-
vested, funds held in a reserve fund by establish-
ing a deposit account at the participating finan-
cial institution in the name of the participating
State. In the event that funds in the reserve
fund are not deposited in such an account, such
funds shall be invested in a form that the par-
ticipating State determines is safe and liquid.
(d) Earned income and interest

Interest or income earned on the funds cred-
ited to a reserve fund shall be deemed to be part
of the reserve fund, except that a participating
State may, as further specified in the participa-
tion agreement, provide authority for the par-
ticipating State to withdraw some or all of such
interest or income earned.
(e) Loan terms and conditions

(1) In general
A loan to be filed for enrollment under the

Program may be made with such interest rate,
fees, and other terms and conditions as agreed
upon by the participating financial institution
and the borrower, consistent with applicable
law.
(2) Lines of credit

If a loan to be filed for enrollment is in the
form of a line of credit, the amount of the loan

shall be considered to be the maximum
amount that can be drawn by the borrower
against the line of credit.

(f) Enrollment process
(1) Filing

(A) In general
A participating financial institution shall

file each loan made under the Program for
enrollment by completing and submitting to
the participating State a form prescribed by
the participating State.
(B) Form

The form referred to in subparagraph (A)
shall include a representation by the partici-
pating financial institution that it has com-
plied with the participation agreement in
enrolling the loan with the State.
(C) Premium charges

Accompanying the completed form shall
be the nonrefundable premium charges paid
by the borrower and the participating finan-
cial institution, or evidence that such pre-
mium charges have been deposited into the
deposit account containing the reserve fund,
if applicable.
(D) Submission

The participation agreement shall require
that the items required by this subsection
shall be submitted to the participating State
by the participating financial institutions
not later than 10 calendar days after a loan
is made.

(2) Enrollment by State
Upon receipt by the participating State of

the filing submitted in accordance with para-
graph (1), the participating State shall
promptly enroll the loan and make a matching
contribution to the reserve fund in accordance
with subsection (j) of this section, unless the
information submitted indicates that the par-
ticipating financial institution has not com-
plied with the participation agreement in en-
rolling the loan.

(g) Coverage amount
In filing a loan for enrollment under the Pro-

gram, the participating financial institution
may specify an amount to be covered under the
Program that is less than the full amount of the
loan.
(h) Premium charges

(1) Minimum and maximum amounts
The premium charges payable to the reserve

fund by the borrower and the participating fi-
nancial institution shall be prescribed by the
participating financial institution, within
minimum and maximum limits set forth in
the participation agreement. The participa-
tion agreement shall establish minimum and
maximum limits whereby the sum of the pre-
mium charges paid in connection with a loan
by the borrower and the participating finan-
cial institution is not less than 3 percent nor
more than 7 percent of the amount of the loan
covered under the Program.
(2) Allocation of premium charges

The participation agreement shall specify
terms for allocating premium charges between



Page 1595 TITLE 12—BANKS AND BANKING § 4745

the borrower and the participating financial
institution. However, if the participating fi-
nancial institution is required to pay any of
the premium charges, the participation agree-
ment shall authorize the participating finan-
cial institution to recover from the borrower
the cost of the payment of the participating fi-
nancial institution, in any manner on which
the participating financial institution and the
borrower agree.

(i) Restrictions
(1) Actions prohibited

Except as provided in subsection (h) of this
section and paragraph (2) of this subsection,
the participating State may not—

(A) impose any restrictions or require-
ments, relating to the interest rate, fees,
collateral, or other business terms and con-
ditions of the loan; or

(B) condition enrollment of a loan in the
Program on the review by the State of the
risk or creditworthiness of a loan.

(2) Effect on other law
Nothing in this subchapter shall affect the

applicability of any other law to the conduct
by a participating financial institution of its
business.

(j) State contributions
In enrolling a loan under the Program, the

participating State shall contribute to the re-
serve fund an amount, as provided for in the par-
ticipation agreement, which shall not be less
than the sum of the amount of premium charges
paid by the borrower and the participating fi-
nancial institution.

(k) Submission of claims
(1) Filing

If a participating financial institution
charges off all or part of an enrolled loan, such
participating financial institution may file a
claim for reimbursement with the participat-
ing State by submitting a form that—

(A) includes the representation by the par-
ticipating financial institution that it is fil-
ing the claim in accordance with the terms
of the applicable participation agreement;
and

(B) contains such other information as
may be required by the participating State.

(2) Timing
Any claim filed under paragraph (1) shall be

filed contemporaneously with the action of
the participating financial institution to
charge off all or part of an enrolled loan. The
participating financial institution shall deter-
mine when and how much to charge off on an
enrolled loan, in a manner consistent with its
usual method for making such determinations
on business loans that are not enrolled loans
under this subchapter.

(l) Elements of claims
A claim filed by a participating financial in-

stitution may include the amount of principal
charged off, not to exceed the covered amount of
the loan. Such claim may also include accrued
interest and out-of-pocket expenses, if and to

the extent provided for under the participation
agreement.

(m) Payment of claims
(1) In general

Except as provided in subsection (n) of this
section and paragraph (2) of this subsection,
upon receipt of a claim filed in accordance
with this section and the participation agree-
ment, the participating State shall promptly
pay to the participating financial institution,
from funds in the reserve fund, the full
amount of the claim as submitted.

(2) Insufficient reserve funds
If there are insufficient funds in the reserve

fund to cover the entire amount of a claim of
a participating financial institution, the par-
ticipating State shall pay to the participating
financial institution an amount equal to the
current balance in the reserve fund. If the en-
rolled loan for which the claim has been
filed—

(A) is not an early loan, such payment
shall be deemed fully to satisfy the claim,
and the participating financial institution
shall have no other or further right to re-
ceive any amount from the reserve fund with
respect to such claim; or

(B) is an early loan, such payment shall
not be deemed fully to satisfy the claim of
the participating financial institution, and
at such time as the remaining balance of the
claim does not exceed 75 percent of the bal-
ance in the reserve fund, the participating
State shall, upon the request of the partici-
pating financial institution, pay any re-
maining amount of the claim.

(n) Denial of claims
A participating State may deny a claim if a

representation or warranty made by the partici-
pating financial institution to the participating
State at the time that the loan was filed for en-
rollment or at the time that the claim was sub-
mitted was known by the participating financial
institution to be false.

(o) Subsequent recovery of claim amount
If, subsequent to payment of a claim by the

participating State, a participating financial in-
stitution recovers from a borrower any amount
for which payment of the claim was made, the
participating financial institution shall prompt-
ly pay to the participating State for deposit into
the reserve fund the amount recovered, less any
expenses incurred by the institution in collec-
tion of such amount.

(p) Participation agreement terms
(1) In general

In connection with the filing of a loan for
enrollment in the Program, the participation
agreement—

(A) shall require the participating finan-
cial institution to obtain an assurance from
each borrower that—

(i) the proceeds of the loan will be used
for a business purpose;

(ii) the loan will not be used to finance
passive real estate ownership; and

(iii) the borrower is not—
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(I) an executive officer, director, or
principal shareholder of the participat-
ing financial institution;

(II) a member of the immediate family
of an executive officer, director, or prin-
cipal shareholder of the participating fi-
nancial institution; or

(III) a related interest of any such ex-
ecutive officer, director, principal share-
holder, or member of the immediate fam-
ily;

(B) shall require the participating finan-
cial institution to provide assurances to the
participating State that the loan has not
been made in order to place under the pro-
tection of the Program prior debt that is not
covered under the Program and that is or
was owed by the borrower to the participat-
ing financial institution or to an affiliate of
the participating financial institution;

(C) may provide that if—
(i) a participating financial institution

makes a loan to a borrower that is a refi-
nancing of a loan previously made to the
borrower by the participating financial in-
stitution or an affiliate of the participat-
ing financial institution;

(ii) such prior loan was not enrolled in
the Program; and

(iii) additional or new financing is ex-
tended by the participating financial insti-
tution as part of the refinancing,

the participating financial institution may
file the loan for enrollment, with the
amount to be covered under the Program not
to exceed the amount of any additional or
new financing; and

(D) may include additional restrictions on
the eligibility of loans or borrowers that are
not inconsistent with the provisions and
purposes of this subchapter.

(2) Definitions
For purposes of this subsection, the terms

‘‘executive officer’’, ‘‘director’’, ‘‘principal
shareholder’’, ‘‘immediate family’’, and ‘‘relat-
ed interest’’ refer to the same relationship to
a participating financial institution as the re-
lationship described in part 215 of title 12 of
the Code of Federal Regulations, or any suc-
cessor to such part.

(q) Termination clause
In each participation agreement, the partici-

pating State shall reserve for itself the ability
to terminate its obligation to enroll loans under
the Program. Any such termination shall be pro-
spective only, and shall not apply to amounts of
loans enrolled under the Program prior to such
termination.
(r) Allowable withdrawals from fund

The participation agreement may provide
that, if, for any consecutive period of not less
than 24 months, the aggregate outstanding bal-
ance of all enrolled loans for a participating fi-
nancial institution is continually less than the
outstanding balance in the reserve fund for that
participating financial institution, the partici-
pating State, in its discretion, may withdraw an
amount from the reserve fund to bring the bal-

ance in the reserve fund down to the outstand-
ing balance of all such enrolled loans.
(s) Grandfathered provision

(1) Special treatment of premium charges
Notwithstanding subsection (b) or (d) of this

section, the participation agreement, if explic-
itly authorized by a statute enacted by the
State before September 23, 1994, may allow a
participating financial institution to treat the
premium charges paid by the participating fi-
nancial institution and the borrower into the
reserve fund, and interest or income earned on
funds in the reserve fund that are deemed to
be attributable to such premium charges, as
assets of the participating financial institu-
tion for accounting purposes, subject to with-
drawal by the participating financial institu-
tion only—

(A) for the payment of claims approved by
the participating State in accordance with
this section; and

(B) upon the participating financial insti-
tution’s withdrawal from authority to make
new loans under the Program.

(2) Payment of post-withdrawal claims
After any withdrawal of assets from the re-

serve fund pursuant to paragraph (1)(B), any
future claims filed by the participating finan-
cial institution on loans remaining in its cap-
ital access program portfolio shall only be
paid from funds remaining in the reserve fund
to the extent that, in the aggregate, such
claims exceed the sum of the amount of such
withdrawn assets, and interest on that
amount, imputed at the same rate as income
would have accrued had the amount not been
withdrawn.
(3) Conditions for terminating special author-

ity
If the Fund determines that the inclusion in

a participation agreement of the provisions
authorized by this subsection is resulting in
the enrollment of loans under the Program
that are likely to have been made without as-
sistance provided under this subchapter, the
Fund may notify the participating State that
henceforth, the Fund will only make reim-
bursements to the State under section 4747 of
this title with respect to a loan if the partici-
pation agreement between the participating
State and each participating financial institu-
tion has been amended to conform with this
section, without exercise of the special au-
thority granted by this subsection.

(Pub. L. 103–325, title II, § 255, Sept. 23, 1994, 108
Stat. 2207.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4743, 4748 of this
title.

§ 4746. Reports

(a) Reserve funds report
On or before the last day of each calendar

quarter, a participating State shall submit to
the Fund a report of contributions to reserve
funds made by the participating State during
the previous calendar quarter. If the participat-
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ing State has made contributions to one or more
reserve funds during the previous quarter, the
report shall—

(1) indicate the total amount of such con-
tributions;

(2) indicate the amount of contributions
which is subject to reimbursement, which
shall be equal to the total amount of contribu-
tions, unless one of the limitations contained
in section 4747 of this title is applicable;

(3) if one of the limitations in section 4747 of
this title is applicable, provide documentation
of the applicability of such limitation for each
loan for which the limitation applies; and

(4) include a certification by the participat-
ing State that—

(A) the information provided in accordance
with paragraphs (1), (2), and (3) is accurate;

(B) funds in an amount meeting the mini-
mum requirements of section 4743(b)(3) of
this title continue to be available and le-
gally committed to contributions by the
State to reserve funds, less any amount that
has been contributed by the State to reserve
funds subsequent to the State being ap-
proved for participation in the Program;

(C) there has been no unapproved amend-
ment to any participation agreement or the
form of participation agreements; and

(D) the participating State is otherwise
implementing the Program in accordance
with this subchapter and regulations issued
pursuant to section 4749 of this title.

(b) Annual data
Not later than March 31 of each year, each

participating State shall submit to the Fund an-
nual data indicating the number of borrowers fi-
nanced under the Program, the total amount of
covered loans, and breakdowns by industry type,
loan size, annual sales, and number of employees
of the borrowers financed.
(c) Form

The reports and data filed pursuant to sub-
sections (a) and (b) of this section shall be in
such form as the Fund may require.

(Pub. L. 103–325, title II, § 256, Sept. 23, 1994, 108
Stat. 2212.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4747 of this title.

§ 4747. Reimbursement by Fund

(a) Reimbursements
Not later than 30 calendar days after receiving

a report filed in compliance with section 4746 of
this title, the Fund shall reimburse the partici-
pating State in an amount equal to 50 percent of
the amount of contributions by the participat-
ing State to the reserve funds that are subject
to reimbursement by the Fund pursuant to sec-
tion 4746 of this title and this section. The Fund
shall reimburse participating States, as it re-
ceives reports pursuant to section 4746(a) of this
title, until available funds are expended.

(b) Size of assisted borrower
The Fund shall not provide any reimburse-

ment to a participating State with respect to an
enrolled loan made to a borrower that has 500 or

more employees at the time that the loan is en-
rolled in the Program.

(c) Three-year maximum
The amount of reimbursement to be provided

by the Fund to a participating State over any 3-
year period in connection with loans made to
any single borrower or any group of borrowers
among which a common enterprise exists shall
not exceed $75,000. For purposes of this sub-
section, ‘‘common enterprise’’ shall have the
same meaning as in part 32 of title 12 of the
Code of Federal Regulations, or any successor to
that part.

(d) Loans totaling less than $2,000,000
In connection with a loan in which the covered

amount of the loan plus the covered amount of
all previous loans enrolled by a participating fi-
nancial institution does not exceed $2,000,000,
the amount of reimbursement by the Fund to
the participating State shall not exceed the less-
er of—

(1) 75 percent of the sum of the premium
charges paid to the reserve fund by the bor-
rower and the participating financial institu-
tion; or

(2) 5.25 percent of the covered amount of the
loan.

(e) Loans totaling more than $2,000,000
In connection with a loan in which the sum of

the covered amounts of all previous loans en-
rolled by the participating financial institution
in the Program equals or exceeds $2,000,000, the
amount of reimbursement to be provided by the
Fund to the participating State shall not exceed
the lesser of—

(1) 50 percent of the sum of the premium
charges paid by the borrower and the partici-
pating financial institution; or

(2) 3.5 percent of the covered amount of the
loan.

(f) Other amounts
In connection with the enrollment of a loan

that will cause the aggregate covered amount of
all enrolled loans to exceed $2,000,000, the
amount of reimbursement by the Fund to the
participating State shall be determined—

(1) by applying subsection (d) of this section
to the portion of the loan, which when added
to the aggregate covered amount of all pre-
viously enrolled loans equals $2,000,000; and

(2) by applying subsection (e) of this section
to the balance of the loan.

(Pub. L. 103–325, title II, § 257, Sept. 23, 1994, 108
Stat. 2212.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4743, 4745, 4746,
4748 of this title.

§ 4748. Reimbursement to Fund

(a) In general
If a participating State withdraws funds from

a reserve fund pursuant to terms of the partici-
pation agreement permitted by subsection (d) or
(r) of section 4745 of this title, such participat-
ing State shall, not later than 15 calendar days
after such withdrawal, submit to the Fund an
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1 See References in Text note below.

amount computed by multiplying the amount
withdrawn by the appropriate factor, as deter-
mined under subsection (b) of this section.
(b) Factor

The appropriate factor shall be obtained by di-
viding the total amount of contributions that
have been made by the participating State to all
reserve funds which were subject to reimburse-
ment—

(1) by 2; and
(2) by the total amount of contributions

made by the participating State to all reserve
funds, including if applicable, contributions
that have been made by the State prior to be-
coming a participating State if the State con-
tinued its own capital access program in ac-
cordance with section 4743(b) of this title.

(c) Use of reimbursements
The Fund may use funds reimbursed pursuant

to this section to make reimbursements under
section 4747 of this title.

(Pub. L. 103–325, title II, § 258, Sept. 23, 1994, 108
Stat. 2213.)

§ 4749. Regulations

The Fund shall promulgate appropriate regu-
lations to implement this subchapter.

(Pub. L. 103–325, title II, § 259, Sept. 23, 1994, 108
Stat. 2214.)

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4746 of this title.

§ 4750. Authorization of appropriations

(a) Amount
There are authorized to be appropriated to the

Fund $50,000,000 to carry out this subchapter.

(b) Budgetary treatment
The amount authorized to be appropriated

under subsection (a) of this section shall be sub-
ject to discretionary spending caps, as provided
in section 665 1 of title 2, and therefore shall re-
duce by an equal amount funds made available
for other discretionary spending programs.

(Pub. L. 103–325, title II, § 260, Sept. 23, 1994, 108
Stat. 2214.)

REFERENCES IN TEXT

Section 665 of title 2, referred to in subsec. (b), was
repealed by Pub. L. 105–33, title X, § 10118(a), Aug. 5,
1997, 111 Stat. 695.

CHAPTER 48�FINANCIAL INSTITUTIONS
REGULATORY IMPROVEMENT

Sec.
4801. Incorporated definitions.
4802. Administrative consideration of burden with

new regulations.
(a) Agency considerations.
(b) Adequate transition period for new

regulations.
4803. Streamlining of regulatory requirements.

(a) Review of regulations; regulatory uni-
formity.

(b) Review of disclosures.
4804. Elimination of duplicative filings.

Sec.
4805. Call report simplification.

(a) Modernization of call report filing
and disclosure system.

(b) Uniform reports and simplification of
instructions.

(c) Review of call report schedule.
4805a. Call report simplification.

(a) Modernization of call report filing
and disclosure system.

(b) Uniform reports and simplification of
instructions.

(c) Review of call report schedule.
(d) Definition.

4806. Regulatory appeals process, ombudsman, and
alternative dispute resolution.

(a) In general.
(b) Review process.
(c) Comment period.
(d) Agency ombudsman.
(e) Alternative dispute resolution pilot

program.
(f) Definitions.
(g) Effect on other authority.

4807. Time limit on agency consideration of com-
pleted applications.

(a) In general.
(b) Waiver by applicant authorized.

4808. Revising regulatory requirements for trans-
fers of all types of assets with recourse.

(a) Review and revision of regulations.
(b) Regulations required.
(c) Coordination with section 1835(b) of

this title.
(d) Definitions.

4809. ‘‘Plain language’’ requirement for Federal
banking agency rules.

(a) In general.
(b) Report.
(c) Definition.

§ 4801. Incorporated definitions

Unless otherwise specifically provided in this
chapter, for purposes of this chapter—

(1) the terms ‘‘appropriate Federal banking
agency’’, ‘‘Federal banking agencies’’, ‘‘in-
sured depository institution’’, and ‘‘State
bank supervisor’’ have the same meanings as
in section 1813 of this title; and

(2) the term ‘‘insured credit union’’ has the
same meaning as in section 1752 of this title.

(Pub. L. 103–325, title III, § 301, Sept. 23, 1994, 108
Stat. 2214.)

REFERENCES IN TEXT

This chapter, referred to in text, was in original ‘‘this
title’’ meaning title III of Pub. L. 103–325, Sept. 23, 1994,
108 Stat. 2214, which enacted this chapter, sections 633
and 2606 of this title, and section 5329 of Title 31, Money
and Finance, amended sections 1, 24, 27, 72, 93, 161, 248,
250, 324, 375a, 375b, 482, 1462a, 1464, 1468, 1813, 1815, 1817,
1819 to 1821, 1823, 1828, 1831f, 1831m, 1831p–1, 1831t, 1842,
1843, 1849, 1865, 1953, 2605, 3201, 3205, 3207, 3351, and 4313
of this title and sections 77c, 78c, 1667c, and 1681g of
Title 15, Commerce and Trade, enacted provisions set
out as notes under this section, sections 24, 633, 1468,
1820, 1831p–1, and 1831t of this title, and sections 78c and
1667c of Title 15, and amended provisions set out as
notes under sections 1825 and 1828 of this title. For com-
plete classification of title III to the Code, see Tables.

USE OF SUBORDINATED DEBT TO PROTECT FINANCIAL
SYSTEM AND DEPOSIT FUNDS FROM ‘‘TOO BIG TO
FAIL’’ INSTITUTIONS

Pub. L. 106–102, title I, § 108, Nov. 12, 1999, 113 Stat.
1361, provided that:

‘‘(a) STUDY REQUIRED.—The Board of Governors of the
Federal Reserve System and the Secretary of the
Treasury shall conduct a study of—
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‘‘(1) the feasibility and appropriateness of establish-
ing a requirement that, with respect to large insured
depository institutions and depository institution
holding companies the failure of which could have se-
rious adverse effects on economic conditions or finan-
cial stability, such institutions and holding compa-
nies maintain some portion of their capital in the
form of subordinated debt in order to bring market
forces and market discipline to bear on the operation
of, and the assessment of the viability of, such insti-
tutions and companies and reduce the risk to eco-
nomic conditions, financial stability, and any deposit
insurance fund;

‘‘(2) if such requirement is feasible and appropriate,
the appropriate amount or percentage of capital that
should be subordinated debt consistent with such pur-
poses; and

‘‘(3) the manner in which any such requirement
could be incorporated into existing capital standards
and other issues relating to the transition to such a
requirement.
‘‘(b) REPORT.—Before the end of the 18-month period

beginning on the date of the enactment of this Act
[Nov. 12, 1999], the Board of Governors of the Federal
Reserve System and the Secretary of the Treasury
shall submit a report to the Congress containing the
findings and conclusions of the Board and the Sec-
retary in connection with the study required under sub-
section (a), together with such legislative and adminis-
trative proposals as the Board and the Secretary may
determine to be appropriate.

‘‘(c) DEFINITIONS.—For purposes of subsection (a), the
following definitions shall apply:

‘‘(1) BANK HOLDING COMPANY.—The term ‘bank hold-
ing company’ has the meaning given the term in sec-
tion 2 of the Bank Holding Company Act of 1956 [12
U.S.C. 1841].

‘‘(2) INSURED DEPOSITORY INSTITUTION.—The term
‘insured depository institution’ has the meaning
given the term in section 3(c) of the Federal Deposit
Insurance Act [12 U.S.C. 1813(c)].

‘‘(3) SUBORDINATED DEBT.—The term ‘subordinated
debt’ means unsecured debt that—

‘‘(A) has an original weighted average maturity of
not less than 5 years;

‘‘(B) is subordinated as to payment of principal
and interest to all other indebtedness of the bank,
including deposits;

‘‘(C) is not supported by any form of credit en-
hancement, including a guarantee or standby letter
of credit; and

‘‘(D) is not held in whole or in part by any affili-
ate or institution-affiliated party of the insured de-
pository institution or bank holding company.’’

STUDY AND REPORT ON ADAPTING EXISTING LEGISLA-
TIVE REQUIREMENTS TO ONLINE BANKING AND LEND-
ING

Pub. L. 106–102, title VII, § 729, Nov. 12, 1999, 113 Stat.
1476, provided that:

‘‘(a) STUDY REQUIRED.—The Federal banking agencies
shall conduct a study of banking regulations regarding
the delivery of financial services, including those regu-
lations that may assume that there will be person-to-
person contact during the course of a financial services
transaction, and report their recommendations on
adapting those existing requirements to online banking
and lending.

‘‘(b) REPORT REQUIRED.—Before the end of the 2-year
period beginning on the date of the enactment of this
Act [Nov. 12, 1999], the Federal banking agencies shall
submit a report to the Congress on the findings and
conclusions of the agencies with respect to the study
required under subsection (a), together with such rec-
ommendations for legislative or regulatory action as
the agencies may determine to be appropriate.

‘‘(c) DEFINITION.—For purposes of this section, the
term ‘Federal banking agencies’ means each Federal
banking agency (as defined in section 3(z) of the Fed-
eral Deposit Insurance Act [12 U.S.C. 1813(z)]).’’

TREASURY REPORT ON REDUCED TAXATION AND
VIABILITY OF SMALL BANKS

Pub. L. 105–219, title IV, § 403, Aug. 7, 1998, 112 Stat.
935, provided that: ‘‘The Secretary [of the Treasury]
shall, not later than 1 year after the date of enactment
of this Act [Aug. 7, 1998], submit a report to the Con-
gress containing—

‘‘(1) recommendations for such legislative and ad-
ministrative action as the Secretary deems appro-
priate, that would reduce and simplify the tax burden
for—

‘‘(A) insured depository institutions having less
than $1,000,000,000 in assets; and

‘‘(B) banks having total assets of not less than
$1,000,000,000 nor more than $10,000,000,000; and
‘‘(2) any other recommendations that the Secretary

deems appropriate that would preserve the viability
and growth of small banking institutions in the
United States.’’

STUDY AND REPORT ON CAPITAL STANDARDS AND THEIR
IMPACT ON ECONOMY

Section 328 of Pub. L. 103–325 provided that:
‘‘(a) IN GENERAL.—The Secretary of the Treasury, in

consultation with the Federal banking agencies, shall
conduct a study of the effect that the implementation
of risk-based capital standards for depository institu-
tions, including the Basle international capital stand-
ards, is having on—

‘‘(1) the safety and soundness of insured depository
institutions;

‘‘(2) the availability of credit, particularly to indi-
viduals and small businesses; and

‘‘(3) economic growth.
‘‘(b) REPORT.—

‘‘(1) IN GENERAL.—Before the end of the 1-year pe-
riod beginning on the date of enactment of this Act
[Sept. 23, 1994], the Secretary of the Treasury shall
submit a report to the Congress on the findings and
conclusions of the Secretary with respect to the
study conducted under subsection (a).

‘‘(2) RECOMMENDATIONS.—The report shall contain
any recommendations with respect to capital stand-
ards that the Secretary of the Treasury may deter-
mine to be appropriate.’’

STUDY ON IMPACT OF PAYMENT OF INTEREST ON
RESERVES

Section 329 of Pub. L. 103–325 provided that:
‘‘(a) FEDERAL RESERVE STUDY.—Not later than 180

days after the date of enactment of this Act [Sept. 23,
1994], the Board of Governors of the Federal Reserve
System, in consultation with the Federal Deposit In-
surance Corporation and the National Credit Union Ad-
ministration Board, shall conduct a study and report to
the Congress on—

‘‘(1) the necessity, for monetary policy purposes, of
continuing to require insured depository institutions
to maintain sterile reserves;

‘‘(2) the appropriateness of paying a market rate of
interest to insured depository institutions on sterile
reserves or, in the alternative, providing for payment
of such interest into the appropriate deposit insur-
ance fund;

‘‘(3) the monetary impact that the failure to pay in-
terest on sterile reserves has had on insured deposi-
tory institutions, including an estimate of the total
dollar amount of interest and the potential income
lost by insured depository institutions; and

‘‘(4) the impact that the failure to pay interest on
sterile reserves has had on the ability of the banking
industry to compete with nonbanking providers of fi-
nancial services and with foreign banks.
‘‘(b) BUDGETARY IMPACT STUDY.—Not later than 180

days after the date of enactment of this Act [Sept. 23,
1994], the Director of the Office of Management and
Budget and the Director of the Congressional Budget
Office, in consultation with the Committees on the
Budget of the Senate and the House of Representatives,
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shall jointly conduct a study and report to the Con-
gress on the budgetary impact of—

‘‘(1) paying a market rate of interest to insured de-
pository institutions on sterile reserves; and

‘‘(2) paying such interest into the respective deposit
insurance funds.’’

STUDY AND REPORT ON CONSUMER CREDIT SYSTEM

Section 330 of Pub. L. 103–325 provided that:
‘‘(a) STUDY.—The Secretary of the Treasury, in con-

sultation with the Board of Governors of the Federal
Reserve System, the Administrator of the Small Busi-
ness Administration, the Secretary of Housing and
Urban Development, and the other Federal banking
agencies, shall conduct a study of the process, includ-
ing any Federal laws, by which credit is made available
for consumers and small businesses in order to identify
procedures, including any Federal laws, which have the
effect of—

‘‘(1) reducing the amount of credit available for
such purposes or the number of persons eligible for
such credit;

‘‘(2) increasing the level of consumer inconven-
ience, cost, and time delays in connection with the
extension of consumer and small business credit
without corresponding benefit with respect to the
protection of consumers or small businesses or the
safety and soundness of insured depository institu-
tions; and

‘‘(3) increasing costs and burdens on insured deposi-
tory institutions, insured credit unions, and other
lenders without corresponding benefit with respect to
the protection of consumers or small business con-
cerns or to the safety and soundness of insured insti-
tutions.
‘‘(b) REPORT.—

‘‘(1) IN GENERAL.—Not later than 1 year after the
date of enactment of this Act [Sept. 23, 1994], the Sec-
retary of the Treasury shall submit a report to the
Congress on the findings and conclusions of the Sec-
retary with respect to the study conducted under sub-
section (a).

‘‘(2) RECOMMENDATIONS.—The report required by
paragraph (1) shall contain any recommendations for
administrative action or statutory changes that the
Secretary of the Treasury may determine to be ap-
propriate.
‘‘(c) PUBLIC PARTICIPATION.—In conducting the study

required by subsection (a), comments shall be solicited
from consumers, representatives of consumers, insured
depository institutions, insured credit unions, other
lenders, and other interested parties.’’

STUDY ON CHECK-RELATED FRAUD

Section 333 of Pub. L. 103–325 provided that:
‘‘(a) STUDY.—The Board of Governors of the Federal

Reserve System (hereafter in this section referred to as
the ‘Board’) shall conduct a study on the advisability of
extending the 1-business-day period specified in section
603(b)(1) of the Expedited Funds Availability Act [12
U.S.C. 4002(b)(1)], regarding availability of funds depos-
ited by local checks, to 2 business days.

‘‘(b) CONSIDERATIONS.—In conducting the study under
subsection (a), the Board shall consider—

‘‘(1) whether there is a pattern of significant in-
creases in check-related losses at depository institu-
tions attributable to the provisions of the Expedited
Funds Availability Act [12 U.S.C. 4001 et seq.]; and

‘‘(2) whether extension of the time period referred
to in subsection (a) is necessary to diminish the vol-
ume of any such check-related losses.
‘‘(c) REPORT TO THE CONGRESS.—Not later than 2

years after the date of enactment of this Act [Sept. 23,
1994], the Board shall submit a report to the Congress
concerning the results of the study conducted under
this section and including any recommendations for
legislative action.’’

FEASIBILITY STUDY OF DATA BANK

Section 341 of Pub. L. 103–325 provided that:

‘‘(a) IN GENERAL.—Not later than 18 months after the
date of enactment of this Act [Sept. 23, 1994], the Fed-
eral Financial Institutions Examination Council
shall—

‘‘(1) study the feasibility, including the costs and
benefits to insured depository institutions, of estab-
lishing and maintaining a data bank for reports sub-
mitted by any depository institution to a Federal
banking agency; and

‘‘(2) report the results of such study to the Con-
gress.
‘‘(b) ADDITIONAL FACTORS.—The study required under

subsection (a) shall consider the feasibility of—
‘‘(1) permitting depository institutions to file re-

ports directly with the data bank; and
‘‘(2) permitting Federal banking agencies, State

bank supervisors, and the public to obtain access to
any appropriate report on file with the data bank
which such agency or supervisor or the public is
otherwise authorized to receive.’’

TIMELY COMPLETION OF CRA REVIEW

Section 342 of Pub. L. 103–325 provided that: ‘‘The
comprehensive regulatory review of the Community
Reinvestment Act of 1977 [12 U.S.C. 2901 et seq.] that, as
of the date of enactment of this Act [Sept. 23, 1994], is
being conducted by the Federal banking agencies, shall
be completed at the earliest practicable time.’’

WAIVER OF RIGHT OF RESCISSION FOR CERTAIN
REFINANCING TRANSACTIONS

Section 344 of Pub. L. 103–325 provided that: ‘‘Not
later than 6 months after the date of enactment of this
Act [Sept. 23, 1994], the Board of Governors of the Fed-
eral Reserve System, in consultation with the con-
sumer advisory council to such Board, consumers, rep-
resentatives of consumers, lenders, and other inter-
ested parties, shall submit recommendations to the
Congress regarding whether a waiver or modification,
at the option of a consumer, of the right of rescission
under section 125 of the Truth in Lending Act [15 U.S.C.
1635] with respect to transactions which constitute a
refinancing or consolidation (with no new advances) of
the principal balance then due, and any accrued and
unpaid finance charges of an existing extension of cred-
it by a different creditor secured by an interest in the
same property, would benefit consumers.’’

§ 4802. Administrative consideration of burden
with new regulations

(a) Agency considerations
In determining the effective date and adminis-

trative compliance requirements for new regula-
tions that impose additional reporting, disclo-
sure, or other requirements on insured deposi-
tory institutions, each Federal banking agency
shall consider, consistent with the principles of
safety and soundness and the public interest—

(1) any administrative burdens that such
regulations would place on depository institu-
tions, including small depository institutions
and customers of depository institutions; and

(2) the benefits of such regulations.

(b) Adequate transition period for new regula-
tions

(1) In general
New regulations and amendments to regula-

tions prescribed by a Federal banking agency
which impose additional reporting, disclo-
sures, or other new requirements on insured
depository institutions shall take effect on the
first day of a calendar quarter which begins on
or after the date on which the regulations are
published in final form, unless—
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(A) the agency determines, for good cause
published with the regulation, that the regu-
lation should become effective before such
time;

(B) the regulation is issued by the Board of
Governors of the Federal Reserve System in
connection with the implementation of mon-
etary policy; or

(C) the regulation is required to take ef-
fect on a date other than the date deter-
mined under this paragraph pursuant to any
other Act of Congress.

(2) Early compliance
Any person who is subject to a regulation

described in paragraph (1) may comply with
the regulation before the effective date of the
regulation.

(Pub. L. 103–325, title III, § 302, Sept. 23, 1994, 108
Stat. 2214.)

§ 4803. Streamlining of regulatory requirements

(a) Review of regulations; regulatory uniformity
During the 2-year period beginning on Septem-

ber 23, 1994, each Federal banking agency shall,
consistent with the principles of safety and
soundness, statutory law and policy, and the
public interest—

(1) conduct a review of the regulations and
written policies of that agency to—

(A) streamline and modify those regula-
tions and policies in order to improve effi-
ciency, reduce unnecessary costs, and elimi-
nate unwarranted constraints on credit
availability;

(B) remove inconsistencies and outmoded
and duplicative requirements; and

(C) with respect to regulations prescribed
pursuant to section 1828(o) of this title, con-
sider the impact that such standards have on
the availability of credit for small business,
residential, and agricultural purposes, and
on low- and moderate-income communities;

(2) review the extent to which existing regu-
lations require insured depository institutions
and insured credit unions to produce unneces-
sary internal written policies and eliminate
such requirements, where appropriate;

(3) work jointly with the other Federal
banking agencies to make uniform all regula-
tions and guidelines implementing common
statutory or supervisory policies; and

(4) submit a joint report to the Congress at
the end of such 2-year period detailing the
progress of the agencies in carrying out this
subsection.

(b) Review of disclosures
The Board of Governors of the Federal Reserve

System, in consultation with the consumer ad-
visory council to such Board, consumers, rep-
resentatives of consumers, lenders, and other in-
terested persons, shall—

(1) review the regulations and written poli-
cies of the Board with respect to disclosures
pursuant to the Truth in Lending Act [15
U.S.C. 1601 et seq.] with regard to variable-rate
mortgages in order to simplify the disclosures,
if necessary, and make the disclosures more
meaningful and comprehensible to consumers;

(2) implement any necessary regulatory
changes, consistent with applicable law; and

(3) not later than 2 years after completion of
the review required by paragraph (1), submit a
report to the Congress on the results of its ac-
tions taken in accordance with this subsection
and any recommended legislative actions.

(Pub. L. 103–325, title III, § 303, Sept. 23, 1994, 108
Stat. 2215; Pub. L. 104–208, div. A, title II, § 2242,
Sept. 30, 1996, 110 Stat. 3009–418.)

REFERENCES IN TEXT

The Truth in Lending Act, referred to in subsec.
(b)(1), is title I of Pub. L. 90–321, May 29, 1968, 82 Stat.
146, as amended, which is classified generally to sub-
chapter I (§ 1601 et seq.) of chapter 41 of Title 15, Com-
merce and Trade. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 1601 of Title 15 and Tables.

AMENDMENTS

1996—Subsec. (a)(2) to (4). Pub. L. 104–208 added par.
(2) and redesignated former pars. (2) and (3) as (3) and
(4), respectively.

UPDATE ON REVIEW OF REGULATIONS AND PAPERWORK
REDUCTIONS

Pub. L. 105–219, title IV, § 402, Aug. 7, 1998, 112 Stat.
935, provided that: ‘‘Not later than 1 year after the date
of enactment of this Act [Aug. 7, 1998], the Federal
banking agencies [see 12 U.S.C. 1813(z)] shall submit a
report to the Congress detailing their progress in carry-
ing out section 303(a) of the Riegle Community Devel-
opment and Regulatory Improvement Act of 1994 [12
U.S.C. 4803(a)], since their submission of the report
dated September 23, 1996, as required by section
303(a)(4) of that Act.’’

§ 4804. Elimination of duplicative filings

The Federal banking agencies shall work
jointly—

(1) to eliminate, to the extent practicable,
duplicative or otherwise unnecessary requests
for information in connection with applica-
tions or notices to the agencies; and

(2) to harmonize, to the extent practicable,
any inconsistent publication and public notice
requirements.

(Pub. L. 103–325, title III, § 304, Sept. 23, 1994, 108
Stat. 2215.)

§ 4805. Call report simplification

(a) Modernization of call report filing and disclo-
sure system

In order to reduce the administrative require-
ments pertaining to bank reports of condition,
savings association financial reports, and bank
holding company consolidated and parent-only
financial statements, and to improve the timeli-
ness of such reports and statements, the Federal
banking agencies shall—

(1) work jointly to develop a system under
which—

(A) insured depository institutions and
their affiliates may file such reports and
statements electronically; and

(B) the Federal banking agencies may
make such reports and statements available
to the public electronically; and

(2) not later than 1 year after September 23,
1994, report to the Congress and make recom-
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mendations for legislation that would enhance
efficiency for filers and users of such reports
and statements.

(b) Uniform reports and simplification of instruc-
tions

The Federal banking agencies shall, consistent
with the principles of safety and soundness,
work jointly—

(1) to adopt a single form for the filing of
core information required to be submitted
under Federal law to all such agencies in the
reports and statements referred to in sub-
section (a) of this section; and

(2) to simplify instructions accompanying
such reports and statements and to provide an
index to the instructions that is adequate to
meet the needs of both filers and users.

(c) Review of call report schedule
Each Federal banking agency shall—

(1) review the information required by sched-
ules supplementing the core information re-
ferred to in subsection (b) of this section; and

(2) eliminate requirements that are not war-
ranted for reasons of safety and soundness or
other public purposes.

(Pub. L. 103–325, title III, § 307, Sept. 23, 1994, 108
Stat. 2217.)

CODIFICATION

Provisions similar to this section are contained in
section 4805a of this title.

§ 4805a. Call report simplification

(a) Modernization of call report filing and disclo-
sure system

In order to reduce the administrative require-
ments pertaining to bank reports of condition,
savings association financial reports, and bank
holding company consolidated and parent-only
financial statements, and to improve the timeli-
ness of such reports and statements, the Federal
banking agencies shall—

(1) work jointly to develop a system under
which—

(A) insured depository institutions and
their affiliates may file such reports and
statements electronically; and

(B) the Federal banking agencies may
make such reports and statements available
to the public electronically; and

(2) not later than 1 year after December 27,
2000, report to the Congress and make recom-
mendations for legislation that would enhance
efficiency for filers and users of such reports
and statements.

(b) Uniform reports and simplification of instruc-
tions

The Federal banking agencies shall, consistent
with the principles of safety and soundness,
work jointly—

(1) to adopt a single form for the filing of
core information required to be submitted
under Federal law to all such agencies in the
reports and statements referred to in sub-
section (a) of this section; and

(2) to simplify instructions accompanying
such reports and statements and to provide an
index to the instructions that is adequate to
meet the needs of both filers and users.

(c) Review of call report schedule
Each Federal banking agency shall—

(1) review the information required by sched-
ules supplementing the core information re-
ferred to in subsection (b) of this section; and

(2) eliminate requirements that are not war-
ranted for reasons of safety and soundness or
other public purposes.

(d) Definition
In this section, the term ‘‘Federal banking

agency’’ has the same meaning as in section 1813
of this title.

(Pub. L. 106–569, title XII, § 1211, Dec. 27, 2000, 114
Stat. 3035.)

CODIFICATION

Section was enacted as part of the Financial Regu-
latory Relief and Economic Efficiency Act of 2000, and
also as part of the American Homeownership and Eco-
nomic Opportunity Act of 2000, and not as part of title
III of Pub. L. 103–325 which comprises this chapter.

Provisions similar to this section are contained in
section 4805 of this title.

§ 4806. Regulatory appeals process, ombudsman,
and alternative dispute resolution

(a) In general
Not later than 180 days after September 23,

1994, each appropriate Federal banking agency
and the National Credit Union Administration
Board shall establish an independent intra-agen-
cy appellate process. The process shall be avail-
able to review material supervisory determina-
tions made at insured depository institutions or
at insured credit unions that the agency super-
vises.
(b) Review process

In establishing the independent appellate
process under subsection (a) of this section, each
agency shall ensure that—

(1) any appeal of a material supervisory de-
termination by an insured depository institu-
tion or insured credit union is heard and de-
cided expeditiously; and

(2) appropriate safeguards exist for protect-
ing the appellant from retaliation by agency
examiners.

(c) Comment period
Not later than 90 days after September 23,

1994, each appropriate Federal banking agency
and the National Credit Union Administration
Board shall provide public notice and oppor-
tunity for comment on proposed guidelines for
the establishment of an appellate process under
this section.
(d) Agency ombudsman

(1) Establishment required
Not later than 180 days after September 23,

1994, each Federal banking agency and the Na-
tional Credit Union Administration Board
shall appoint an ombudsman.
(2) Duties of ombudsman

The ombudsman appointed in accordance
with paragraph (1) for any agency shall—

(A) act as a liaison between the agency and
any affected person with respect to any
problem such party may have in dealing
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with the agency resulting from the regu-
latory activities of the agency; and

(B) assure that safeguards exist to encour-
age complainants to come forward and pre-
serve confidentiality.

(e) Alternative dispute resolution pilot program
(1) In general

Not later than 18 months after September 23,
1994, each Federal banking agency and the Na-
tional Credit Union Administration Board
shall develop and implement a pilot program
for using alternative means of dispute resolu-
tion of issues in controversy (hereafter in this
section referred to as the ‘‘alternative dispute
resolution program’’) that is consistent with
the requirements of subchapter IV of chapter 5
of title 5 if the parties to the dispute, includ-
ing the agency, agree to such proceeding.
(2) Standards

An alternative dispute resolution pilot pro-
gram developed under paragraph (1) shall—

(A) be fair to all interested parties to a
dispute;

(B) resolve disputes expeditiously; and
(C) be less costly than traditional means of

dispute resolution, including litigation.
(3) Independent evaluation

Not later than 18 months after the date on
which a pilot program is implemented under
paragraph (1), the Administrative Conference
of the United States shall submit to the Con-
gress a report containing—

(A) an evaluation of that pilot program;
(B) the extent to which the pilot programs

meet the standards established under para-
graph (2);

(C) the extent to which parties to disputes
were offered alternative means of dispute
resolution and the frequency with which the
parties, including the agencies, accepted or
declined to use such means; and

(D) any recommendations of the Con-
ference to improve the alternative dispute
resolution procedures of the Federal banking
agencies and the National Credit Union Ad-
ministration Board.

(4) Implementation of program
At any time after completion of the evalua-

tion under paragraph (3)(A), any Federal bank-
ing agency and the National Credit Union Ad-
ministration Board may implement an alter-
native dispute resolution program throughout
the agency, taking into account the results of
that evaluation.
(5) Coordination with existing agency ADR

programs
(A) Evaluation required

If any Federal banking agency or the Na-
tional Credit Union Administration main-
tains an alternative dispute resolution pro-
gram as of September 23, 1994, under any
other provision of law, the Administrative
Conference of the United States shall in-
clude such program in the evaluation con-
ducted under paragraph (3)(A).
(B) Multiple ADR programs

No provision of this section shall be con-
strued as precluding any Federal banking

agency or the National Credit Union Admin-
istration Board from establishing more than
1 alternative means of dispute resolution.

(f) Definitions
For purposes of this section, the following

definitions shall apply:
(1) Material supervisory determinations

The term ‘‘material supervisory determina-
tions’’—

(A) includes determinations relating to—
(i) examination ratings;
(ii) the adequacy of loan loss reserve pro-

visions; and
(iii) loan classifications on loans that

are significant to an institution; and

(B) does not include a determination by a
Federal banking agency or the National
Credit Union Administration Board to ap-
point a conservator or receiver for an in-
sured depository institution or a liquidating
agent for an insured credit union, as the case
may be, or a decision to take action pursu-
ant to section 1831o of this title or section
1790a of this title, as appropriate.

(2) Independent appellate process
The term ‘‘independent appellate process’’

means a review by an agency official who does
not directly or indirectly report to the agency
official who made the material supervisory de-
termination under review.
(3) Alternative means of dispute resolution

The term ‘‘alternative means of dispute res-
olution’’ has the meaning given to such term
in section 571 of title 5.
(4) Issues in controversy

The term ‘‘issues in controversy’’ means—
(A) any final agency decision involving

any claim against an insured depository in-
stitution or insured credit union for which
the agency has been appointed conservator
or receiver or for which a liquidating agent
has been appointed, as the case may be;

(B) any final action taken by an agency in
the agency’s capacity as conservator or re-
ceiver for an insured depository institution
or by the liquidating agent appointed for an
insured credit union; and

(C) any other issue for which the appro-
priate Federal banking agency or the Na-
tional Credit Union Administration Board
determines that alternative means of dis-
pute resolution would be appropriate.

(g) Effect on other authority
Nothing in this section shall affect the author-

ity of an appropriate Federal banking agency or
the National Credit Union Administration Board
to take enforcement or supervisory action.

(Pub. L. 103–325, title III, § 309, Sept. 23, 1994, 108
Stat. 2218.)

TERMINATION OF ADMINISTRATIVE CONFERENCE OF
UNITED STATES

For termination of Administrative Conference of
United States, see provision of title IV of Pub. L.
104–52, set out as a note preceding section 591 of Title
5, Government Organization and Employees.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 1790d of this
title.
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§ 4807. Time limit on agency consideration of
completed applications

(a) In general
Each Federal banking agency shall take final

action on any application to the agency before
the end of the 1-year period beginning on the
date on which a completed application is re-
ceived by the agency.

(b) Waiver by applicant authorized
Any person submitting an application to a

Federal banking agency may waive the applica-
bility of subsection (a) of this section with re-
spect to such application at any time.

(Pub. L. 103–325, title III, § 343, Sept. 23, 1994, 108
Stat. 2238.)

§ 4808. Revising regulatory requirements for
transfers of all types of assets with recourse

(a) Review and revision of regulations
(1) In general

During the 180-day period beginning on Sep-
tember 23, 1994, each appropriate Federal
banking agency shall, consistent with the
principles of safety and soundness and the pub-
lic interest—

(A) review the agency’s regulations and
written policies relating to transfers of as-
sets with recourse by insured depository in-
stitutions; and

(B) in consultation with the other Federal
banking agencies, promulgate regulations
that better reflect the exposure of an insured
depository institution to credit risk from
transfers of assets with recourse.

(2) Regulations required
Before the end of the 180-day period begin-

ning on September 23, 1994, each appropriate
Federal banking agency shall prescribe the
regulations developed pursuant to paragraph
(1)(B).

(b) Regulations required
(1) In general

After the end of the 180-day period beginning
on September 23, 1994, the amount of risk-
based capital required to be maintained, under
regulations prescribed by the appropriate Fed-
eral banking agency, by any insured deposi-
tory institution with respect to assets trans-
ferred with recourse by such institution may
not exceed the maximum amount of recourse
for which such institution is contractually lia-
ble under the recourse agreement.

(2) Exception for safety and soundness
The appropriate Federal banking agency

may require any insured depository institu-
tion to maintain risk-based capital in an
amount greater than the amount determined
under paragraph (1), if the agency determines,
by regulation or order, that such higher
amount is necessary for safety and soundness
reasons.

(c) Coordination with section 1835(b) of this title
This section shall not be construed as super-

seding the applicability of section 1835(b) of this
title.

(d) Definitions
For purposes of this section, the terms ‘‘appro-

priate Federal banking agency’’, ‘‘Federal bank-
ing agency’’, and ‘‘insured depository institu-
tion’’ have the same meanings as in section 1813
of this title.

(Pub. L. 103–325, title III, § 350, Sept. 23, 1994, 108
Stat. 2242.)

§ 4809. ��Plain language�� requirement for Federal
banking agency rules

(a) In general
Each Federal banking agency shall use plain

language in all proposed and final rulemakings
published by the agency in the Federal Register
after January 1, 2000.
(b) Report

Not later than March 1, 2001, each Federal
banking agency shall submit to the Congress a
report that describes how the agency has com-
plied with subsection (a) of this section.
(c) Definition

For purposes of this section, the term ‘‘Fed-
eral banking agency’’ has the meaning given
that term in section 1813 of this title.

(Pub. L. 106–102, title VII, § 722, Nov. 12, 1999, 113
Stat. 1471.)

CODIFICATION

Section was enacted as part of the Gramm-Leach-Bli-
ley Act, and not as part of title III of Pub. L. 103–322
which comprises this chapter.

CHAPTER 49�HOMEOWNERS PROTECTION

Sec.
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4902. Termination of private mortgage insurance.

(a) Borrower cancellation.
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(c) Final termination.
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(a) Effect on State law.
(b) Effect on other agreements.
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Sec.
(b) Additional enforcement powers.
(c) Enforcement and reimbursement.

4910. Construction.
(a) PMI not required.
(b) No preclusion of cancellation or ter-

mination agreements.

§ 4901. Definitions

In this chapter, the following definitions shall
apply:

(1) Adjustable rate mortgage
The term ‘‘adjustable rate mortgage’’ means

a residential mortgage that has an interest
rate that is subject to change. A residential
mortgage that: (A) does not fully amortize
over the term of the obligation; and (B) con-
tains a conditional right to refinance or mod-
ify the unamortized principal at the maturity
date of the term, shall be considered to be an
adjustable rate mortgage for purposes of this
chapter.
(2) Cancellation date

The term ‘‘cancellation date’’ means—
(A) with respect to a fixed rate mortgage,

at the option of the mortgagor, the date on
which the principal balance of the mort-
gage—

(i) based solely on the initial amortiza-
tion schedule for that mortgage, and irre-
spective of the outstanding balance for
that mortgage on that date, is first sched-
uled to reach 80 percent of the original
value of the property securing the loan; or

(ii) based solely on actual payments,
reaches 80 percent of the original value of
the property securing the loan; and

(B) with respect to an adjustable rate
mortgage, at the option of the mortgagor,
the date on which the principal balance of
the mortgage—

(i) based solely on the amortization
schedule then in effect for that mortgage,
and irrespective of the outstanding bal-
ance for that mortgage on that date, is
first scheduled to reach 80 percent of the
original value of the property securing the
loan; or

(ii) based solely on actual payments,
first reaches 80 percent of the original
value of the property securing the loan.

(3) Fixed rate mortgage
The term ‘‘fixed rate mortgage’’ means a

residential mortgage that has an interest rate
that is not subject to change.
(4) Good payment history

The term ‘‘good payment history’’ means,
with respect to a mortgagor, that the mortga-
gor has not—

(A) made a mortgage payment that was 60
days or longer past due during the 12-month
period beginning 24 months before the later
of (i) the date on which the mortgage
reaches the cancellation date, or (ii) the
date that the mortgagor submits a request
for cancellation under section 4902(a)(1) of
this title; or

(B) made a mortgage payment that was 30
days or longer past due during the 12-month

period preceding the later of (i) the date on
which the mortgage reaches the cancellation
date, or (ii) the date that the mortgagor sub-
mits a request for cancellation under section
4902(a)(1) of this title.

(5) Initial amortization schedule
The term ‘‘initial amortization schedule’’

means a schedule established at the time at
which a residential mortgage transaction is
consummated with respect to a fixed rate
mortgage, showing—

(A) the amount of principal and interest
that is due at regular intervals to retire the
principal balance and accrued interest over
the amortization period of the loan; and

(B) the unpaid principal balance of the
loan after each scheduled payment is made.

(6) Amortization schedule then in effect
The term ‘‘amortization schedule then in ef-

fect’’ means, with respect to an adjustable
rate mortgage, a schedule established at the
time at which the residential mortgage trans-
action is consummated or, if such schedule has
been changed or recalculated, is the most re-
cent schedule under the terms of the note or
mortgage, which shows—

(A) the amount of principal and interest
that is due at regular intervals to retire the
principal balance and accrued interest over
the remaining amortization period of the
loan; and

(B) the unpaid balance of the loan after
each such scheduled payment is made.

(7) Midpoint of the amortization period
The term ‘‘midpoint of the amortization pe-

riod’’ means, with respect to a residential
mortgage transaction, the point in time that
is halfway through the period that begins upon
the first day of the amortization period estab-
lished at the time a residential mortgage
transaction is consummated and ends upon the
completion of the entire period over which the
mortgage is scheduled to be amortized.
(8) Mortgage insurance

The term ‘‘mortgage insurance’’ means in-
surance, including any mortgage guaranty in-
surance, against the nonpayment of, or default
on, an individual mortgage or loan involved in
a residential mortgage transaction.
(9) Mortgage insurer

The term ‘‘mortgage insurer’’ means a pro-
vider of private mortgage insurance, as de-
scribed in this chapter, that is authorized to
transact such business in the State in which
the provider is transacting such business.
(10) Mortgagee

The term ‘‘mortgagee’’ means the holder of
a residential mortgage at the time at which
that mortgage transaction is consummated.
(11) Mortgagor

The term ‘‘mortgagor’’ means the original
borrower under a residential mortgage or his
or her successors or assignees.
(12) Original value

The term ‘‘original value’’, with respect to a
residential mortgage transaction, means the
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lesser of the sales price of the property secur-
ing the mortgage, as reflected in the contract,
or the appraised value at the time at which
the subject residential mortgage transaction
was consummated. In the case of a residential
mortgage transaction for refinancing the prin-
cipal residence of the mortgagor, such term
means only the appraised value relied upon by
the mortgagee to approve the refinance trans-
action.
(13) Private mortgage insurance

The term ‘‘private mortgage insurance’’
means mortgage insurance other than mort-
gage insurance made available under the Na-
tional Housing Act [12 U.S.C. 1701 et seq.], title
38, or title V of the Housing Act of 1949 [42
U.S.C. 1471 et seq.].
(14) Residential mortgage

The term ‘‘residential mortgage’’ means a
mortgage, loan, or other evidence of a security
interest created with respect to a single-fam-
ily dwelling that is the principal residence of
the mortgagor.
(15) Residential mortgage transaction

The term ‘‘residential mortgage trans-
action’’ means a transaction consummated on
or after the date that is 1 year after July 29,
1998, in which a mortgage, deed of trust, pur-
chase money security interest arising under
an installment sales contract, or equivalent
consensual security interest is created or re-
tained against a single-family dwelling that is
the principal residence of the mortgagor to fi-
nance the acquisition, initial construction, or
refinancing of that dwelling.
(16) Servicer

The term ‘‘servicer’’ has the same meaning
as in section 2605(i)(2) of this title, with re-
spect to a residential mortgage.
(17) Single-family dwelling

The term ‘‘single-family dwelling’’ means a
residence consisting of 1 family dwelling unit.
(18) Termination date

The term ‘‘termination date’’ means—
(A) with respect to a fixed rate mortgage,

the date on which the principal balance of
the mortgage, based solely on the initial am-
ortization schedule for that mortgage, and
irrespective of the outstanding balance for
that mortgage on that date, is first sched-
uled to reach 78 percent of the original value
of the property securing the loan; and

(B) with respect to an adjustable rate
mortgage, the date on which the principal
balance of the mortgage, based solely on the
amortization schedule then in effect for that
mortgage, and irrespective of the outstand-
ing balance for that mortgage on that date,
is first scheduled to reach 78 percent of the
original value of the property securing the
loan.

(Pub. L. 105–216, § 2, July 29, 1998, 112 Stat. 897;
Pub. L. 106–569, title IV, §§ 402(a)(1), (b), 405(a),
406(b)–(d), Dec. 27, 2000, 114 Stat. 2956, 2958, 2959.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘‘this Act’’, meaning Pub. L. 105–216, July 29, 1998, 112

Stat. 897, known as the Homeowners Protection Act of
1998. For complete classification of this Act to the
Code, see Short Title note below and Tables.

The National Housing Act, referred to in par. (13), is
act June 27, 1934, ch. 847, 48 Stat. 1246, as amended,
which is classified principally to chapter 13 (§ 1701 et
seq.) of this title. For complete classification of this
Act to the Code, see section 1701 of this title and
Tables.

The Housing Act of 1949, referred to in par. (13), is act
July 15, 1949, ch. 338, 63 Stat. 413, as amended. Title V
of the Act is classified generally to subchapter III
(§ 1471 et seq.) of chapter 8A of Title 42, The Public
Health and Welfare. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 1441 of Title 42 and Tables.

AMENDMENTS

2000—Par. (1). Pub. L. 106–569, § 402(b), inserted at end
‘‘A residential mortgage that: (A) does not fully amor-
tize over the term of the obligation; and (B) contains a
conditional right to refinance or modify the un-
amortized principal at the maturity date of the term,
shall be considered to be an adjustable rate mortgage
for purposes of this chapter.’’

Par. (2)(B)(i). Pub. L. 106–569, § 402(a)(1)(A), sub-
stituted ‘‘the amortization schedule then in effect’’ for
‘‘amortization schedules’’.

Par. (4)(A). Pub. L. 106–569, § 405(a)(1), inserted ‘‘the
later of (i)’’ before ‘‘the date on which the mortgage’’
and ‘‘, or (ii) the date that the mortgagor submits a re-
quest for cancellation under section 4902(a)(1) of this
title’’ before the semicolon.

Par. (4)(B). Pub. L. 106–569, § 405(a)(2), inserted ‘‘the
later of (i)’’ before ‘‘the date on which the mortgage’’
and ‘‘, or (ii) the date that the mortgagor submits a re-
quest for cancellation under section 4902(a)(1) of this
title’’ before period at end.

Par. (6). Pub. L. 106–569, § 402(a)(1)(D), added par. (6).
Former par. (6) redesignated (8).

Par. (7). Pub. L. 106–569, § 406(b), added par. (7).
Former par. (7) redesignated (9).

Pars. (8) to (11). Pub. L. 106–569, § 402(a)(1)(C), redesig-
nated pars. (6) to (9) as (8) to (11), respectively. Former
pars. (10) and (11) redesignated (12) and (13), respec-
tively.

Par. (12). Pub. L. 106–569, § 406(c), inserted ‘‘trans-
action’’ after ‘‘a residential mortgage’’ and inserted at
end ‘‘In the case of a residential mortgage transaction
for refinancing the principal residence of the mortga-
gor, such term means only the appraised value relied
upon by the mortgagee to approve the refinance trans-
action.’’

Pub. L. 106–569, § 402(a)(1)(C), redesignated par. (10) as
(12). Former par. (12) redesignated (14).

Par. (13). Pub. L. 106–569, § 402(a)(1)(C), redesignated
par. (11) as (13). Former par. (13) redesignated (15).

Par. (14). Pub. L. 106–569, § 406(d)(1), substituted ‘‘prin-
cipal residence of the mortgagor’’ for ‘‘primary resi-
dence of the mortgagor’’.

Pub. L. 106–569, § 402(a)(1)(C), redesignated par. (12) as
(14). Former par. (14) redesignated (16).

Par. (15). Pub. L. 106–569, § 406(d)(2), substituted ‘‘prin-
cipal residence of the mortgagor’’ for ‘‘primary resi-
dence of the mortgagor’’.

Pub. L. 106–569, § 402(a)(1)(C), redesignated par. (13) as
(15). Former par. (15) redesignated (17).

Par. (16). Pub. L. 106–569, § 402(a)(1)(C), redesignated
par. (14) as (16). Former par. (16) redesignated (18).

Par. (16)(B). Pub. L. 106–569, § 402(a)(1)(B), substituted
‘‘the amortization schedule then in effect’’ for ‘‘amorti-
zation schedules’’.

Pars. (17), (18). Pub. L. 106–569, § 402(a)(1)(C), redesig-
nated pars. (15) and (16) as (17) and (18), respectively.

EFFECTIVE DATE

Pub. L. 105–216, § 13, July 29, 1998, 112 Stat. 908, pro-
vided that: ‘‘This Act [enacting this chapter and
amending section 1088 of Title 20, Education], other
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than section 14 [enacting provisions set out as notes
under sections 1441a and 1831q of this title and amend-
ing provisions set out as a note under section 1831q of
this title], shall become effective 1 year after the date
of enactment of this Act [July 29, 1998].’’

SHORT TITLE OF 2000 AMENDMENT

Pub. L. 106–569, title IV, § 401, Dec. 27, 2000, 114 Stat.
2956, provided that: ‘‘This title [amending this section
and sections 4902, 4903, and 4905 of this title] may be
cited as the ‘Private Mortgage Insurance Technical
Corrections and Clarification Act’.’’

SHORT TITLE

Pub. L. 105–216, § 1(a), July 29, 1998, 112 Stat. 897, pro-
vided that: ‘‘This Act [enacting this chapter, amending
section 1088 of Title 20, Education, enacting provisions
set out as notes under sections 1441a and 1831q of this
title, and amending provisions set out as a note under
section 1831q of this title] may be cited as the ‘Home-
owners Protection Act of 1998’.’’

§ 4902. Termination of private mortgage insur-
ance

(a) Borrower cancellation
A requirement for private mortgage insurance

in connection with a residential mortgage trans-
action shall be canceled on the cancellation date
or any later date that the mortgagor fulfills all
of the requirements under paragraphs (1)
through (4), if the mortgagor—

(1) submits a request in writing to the serv-
icer that cancellation be initiated;

(2) has a good payment history with respect
to the residential mortgage;

(3) is current on the payments required by
the terms of the residential mortgage trans-
action; and

(4) has satisfied any requirement of the hold-
er of the mortgage (as of the date of a request
under paragraph (1)) for—

(A) evidence (of a type established in ad-
vance and made known to the mortgagor by
the servicer promptly upon receipt of a re-
quest under paragraph (1)) that the value of
the property securing the mortgage has not
declined below the original value of the
property; and

(B) certification that the equity of the
mortgagor in the residence securing the
mortgage is unencumbered by a subordinate
lien.

(b) Automatic termination
A requirement for private mortgage insurance

in connection with a residential mortgage trans-
action shall terminate with respect to payments
for that mortgage insurance made by the mort-
gagor—

(1) on the termination date if, on that date,
the mortgagor is current on the payments re-
quired by the terms of the residential mort-
gage transaction; or

(2) if the mortgagor is not current on the
termination date, on the first day of the first
month beginning after the date that the mort-
gagor becomes current on the payments re-
quired by the terms of the residential mort-
gage transaction.

(c) Final termination
If a requirement for private mortgage insur-

ance is not otherwise canceled or terminated in

accordance with subsection (a) or (b) of this sec-
tion, in no case may such a requirement be im-
posed on residential mortgage transactions be-
yond the first day of the month immediately fol-
lowing the date that is the midpoint of the am-
ortization period of the loan if the mortgagor is
current on the payments required by the terms
of the mortgage.
(d) Treatment of loan modifications

If a mortgagor and mortgagee (or holder of the
mortgage) agree to a modification of the terms
or conditions of a loan pursuant to a residential
mortgage transaction, the cancellation date,
termination date, or final termination shall be
recalculated to reflect the modified terms and
conditions of such loan.
(e) No further payments

No payments or premiums may be required
from the mortgagor in connection with a private
mortgage insurance requirement terminated or
canceled under this section—

(1) in the case of cancellation under sub-
section (a) of this section, more than 30 days
after the later of—

(A) the date on which a request under sub-
section (a)(1) of this section is received; or

(B) the date on which the mortgagor satis-
fies any evidence and certification require-
ments under subsection (a)(4) of this section;

(2) in the case of termination under sub-
section (b) of this section, more than 30 days
after the termination date or the date referred
to in subsection (b)(2) of this section, as appli-
cable; and

(3) in the case of termination under sub-
section (c) of this section, more than 30 days
after the final termination date established
under that subsection.

(f) Return of unearned premiums
(1) In general

Not later than 45 days after the termination
or cancellation of a private mortgage insur-
ance requirement under this section, all un-
earned premiums for private mortgage insur-
ance shall be returned to the mortgagor by the
servicer.
(2) Transfer of funds to servicer

Not later than 30 days after notification by
the servicer of termination or cancellation of
private mortgage insurance under this chapter
with respect to a mortgagor, a mortgage in-
surer that is in possession of any unearned
premiums of that mortgagor shall transfer to
the servicer of the subject mortgage an
amount equal to the amount of the unearned
premiums for repayment in accordance with
paragraph (1).

(g) Exceptions for high risk loans
(1) In general

The termination and cancellation provisions
in subsections (a) and (b) of this section do not
apply to any residential mortgage transaction
that, at the time at which the residential
mortgage transaction is consummated, has
high risks associated with the extension of the
loan—

(A) as determined in accordance with
guidelines published by the Federal National
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Mortgage Association and the Federal Home
Loan Mortgage Corporation, in the case of a
mortgage loan with an original principal
balance that does not exceed the applicable
annual conforming loan limit for the second-
ary market established pursuant to section
1454(a)(2) of this title, so as to require the
imposition or continuation of a private
mortgage insurance requirement beyond the
terms specified in subsection (a) or (b) of
this section; or

(B) as determined by the mortgagee in the
case of any other mortgage, except that ter-
mination shall occur—

(i) with respect to a fixed rate mortgage,
on the date on which the principal balance
of the mortgage, based solely on the initial
amortization schedule for that mortgage,
and irrespective of the outstanding bal-
ance for that mortgage on that date, is
first scheduled to reach 77 percent of the
original value of the property securing the
loan; and

(ii) with respect to an adjustable rate
mortgage, on the date on which the prin-
cipal balance of the mortgage, based solely
on the amortization schedule then in ef-
fect for that mortgage, and irrespective of
the outstanding balance for that mortgage
on that date, is first scheduled to reach 77
percent of the original value of the prop-
erty securing the loan.

(2) Termination at midpoint
A private mortgage insurance requirement

in connection with a residential mortgage
transaction described in paragraph (1) shall
terminate in accordance with subsection (c) of
this section.
(3) Rule of construction

Nothing in this subsection may be construed
to require a residential mortgage or residen-
tial mortgage transaction described in para-
graph (1)(A) to be purchased by the Federal
National Mortgage Association or the Federal
Home Loan Mortgage Corporation.
(4) GAO report

Not later than 2 years after July 29, 1998, the
Comptroller General of the United States shall
submit to the Congress a report describing the
volume and characteristics of residential
mortgages and residential mortgage trans-
actions that, pursuant to paragraph (1) of this
subsection, are exempt from the application of
subsections (a) and (b) of this section. The re-
port shall—

(A) determine the number or volume of
such mortgages and transactions compared
to residential mortgages and residential
mortgage transactions that are not classi-
fied as high-risk for purposes of paragraph
(1); and

(B) identify the characteristics of such
mortgages and transactions that result in
their classification (for purposes of para-
graph (1)) as having high risks associated
with the extension of the loan and describe
such characteristics, including—

(i) the income levels and races of the
mortgagors involved;

(ii) the amount of the downpayments in-
volved and the downpayments expressed as
percentages of the acquisition costs of the
properties involved;

(iii) the types and locations of the prop-
erties involved;

(iv) the mortgage principal amounts; and
(v) any other characteristics of such

mortgages and transactions that may con-
tribute to their classification as high risk
for purposes of paragraph (1), including
whether such mortgages are purchase-
money mortgages or refinancings and
whether and to what extent such loans are
low-documentation loans.

(h) Accrued obligation for premium payments
The cancellation or termination under this

section of the private mortgage insurance of a
mortgagor shall not affect the rights of any
mortgagee, servicer, or mortgage insurer to en-
force any obligation of such mortgagor for pre-
mium payments accrued prior to the date on
which such cancellation or termination oc-
curred.

(Pub. L. 105–216, § 3, July 29, 1998, 112 Stat. 899;
Pub. L. 106–569, title IV, §§ 402(a)(2), (c)(1), 403(a),
404, 405(b), (c), Dec. 27, 2000, 114 Stat. 2956–2958.)

AMENDMENTS

2000—Subsec. (a). Pub. L. 106–569, § 404(1)(A), inserted
‘‘or any later date that the mortgagor fulfills all of the
requirements under paragraphs (1) through (4)’’ after
‘‘cancellation date’’ in introductory provisions.

Subsec. (a)(3), (4). Pub. L. 106–569, § 404(1)(B)–(D),
added par. (3) and redesignated former par. (3) as (4).

Subsec. (b)(2). Pub. L. 106–569, § 405(b), amended par.
(2) generally. Prior to amendment, par. (2) read as fol-
lows: ‘‘on the date after the termination date on which
the mortgagor becomes current on the payments re-
quired by the terms of the residential mortgage trans-
action.’’

Subsec. (c). Pub. L. 106–569, § 403(a)(1), inserted ‘‘on
residential mortgage transactions’’ after ‘‘requirement
be imposed’’.

Subsec. (d). Pub. L. 106–569, § 402(c)(1)(B), added sub-
sec. (d). Former subsec. (d) redesignated (e).

Subsec. (e). Pub. L. 106–569, § 402(c)(1)(A), redesignated
subsec. (d) as (e). Former subsec. (e) redesignated (f).

Subsec. (e)(1)(B). Pub. L. 106–569, § 404(2), substituted
‘‘subsection (a)(4) of this section’’ for ‘‘subsection (a)(3)
of this section’’.

Subsec. (f). Pub. L. 106–569, § 402(c)(1)(A), redesignated
subsec. (e) as (f). Former subsec. (f) redesignated (g).

Subsec. (f)(1)(B)(ii). Pub. L. 106–569, § 402(a)(2), sub-
stituted ‘‘the amortization schedule then in effect’’ for
‘‘amortization schedules’’.

Subsec. (g). Pub. L. 106–569, § 402(c)(1)(A), redesignated
subsec. (f) as (g).

Subsec. (g)(1). Pub. L. 106–569, § 403(a)(2)(A), struck
out ‘‘mortgage or’’ after ‘‘do not apply to any residen-
tial’’ in introductory provisions.

Subsec. (g)(2). Pub. L. 106–569, § 403(a)(2)(B), struck
out ‘‘mortgage or’’ after ‘‘in connection with a residen-
tial’’.

Subsec. (g)(3). Pub. L. 106–569, § 403(a)(2)(C), sub-
stituted ‘‘residential mortgage or residential’’ for
‘‘mortgage or’’.

Subsec. (h). Pub. L. 106–569, § 405(c), added subsec. (h).

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 4901, 4903, 4904,
4905 of this title.
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§ 4903. Disclosure requirements

(a) Disclosures for new mortgages at time of
transaction

(1) Disclosures for non-exempted transactions
In any case in which private mortgage insur-

ance is required in connection with a residen-
tial mortgage transaction (other than a resi-
dential mortgage transaction described in sec-
tion 4902(g)(1) of this title), at the time at
which the transaction is consummated, the
mortgagee shall provide to the mortgagor—

(A) if the transaction relates to a fixed
rate mortgage—

(i) a written initial amortization sched-
ule; and

(ii) written notice—
(I) that the mortgagor may cancel the

requirement in accordance with section
4902(a) of this title indicating the date on
which the mortgagor may request can-
cellation, based solely on the initial am-
ortization schedule;

(II) that the mortgagor may request
cancellation in accordance with section
4902(a) of this title earlier than provided
for in the initial amortization schedule,
based on actual payments;

(III) that the requirement for private
mortgage insurance will automatically
terminate on the termination date in ac-
cordance with section 4902(b) of this
title, and what that termination date is
with respect to that mortgage; and

(IV) that there are exemptions to the
right to cancellation and automatic ter-
mination of a requirement for private
mortgage insurance in accordance with
section 4902(g) of this title, and whether
such an exemption applies at that time
to that transaction; and

(B) if the transaction relates to an adjust-
able rate mortgage, a written notice that—

(i) the mortgagor may cancel the re-
quirement in accordance with section
4902(a) of this title on the cancellation
date, and that the servicer will notify the
mortgagor when the cancellation date is
reached;

(ii) the requirement for private mortgage
insurance will automatically terminate on
the termination date, and that on the ter-
mination date, the mortgagor will be noti-
fied of the termination or that the require-
ment will be terminated as soon as the
mortgagor is current on loan payments;
and

(iii) there are exemptions to the right of
cancellation and automatic termination of
a requirement for private mortgage insur-
ance in accordance with section 4902(g) of
this title, and whether such an exemption
applies at that time to that transaction.

(2) Disclosures for excepted transactions
In the case of a residential mortgage trans-

action described in section 4902(g)(1) of this
title, at the time at which the transaction is
consummated, the mortgagee shall provide
written notice to the mortgagor that in no
case may private mortgage insurance be re-

quired beyond the date that is the midpoint of
the amortization period of the loan, if the
mortgagor is current on payments required by
the terms of the residential mortgage.
(3) Annual disclosures

If private mortgage insurance is required in
connection with a residential mortgage trans-
action, the servicer shall disclose to the mort-
gagor in each such transaction in an annual
written statement—

(A) the rights of the mortgagor under this
chapter to cancellation or termination of
the private mortgage insurance require-
ment; and

(B) an address and telephone number that
the mortgagor may use to contact the serv-
icer to determine whether the mortgagor
may cancel the private mortgage insurance.

(4) Applicability
Paragraphs (1) through (3) shall apply with

respect to each residential mortgage trans-
action consummated on or after the date that
is 1 year after July 29, 1998.

(b) Disclosures for existing mortgages
If private mortgage insurance was required in

connection with a residential mortgage entered
into at any time before the effective date of this
chapter, the servicer shall disclose to the mort-
gagor in each such transaction in an annual
written statement—

(1) that the private mortgage insurance
may, under certain circumstances, be canceled
by the mortgagor (with the consent of the
mortgagee or in accordance with applicable
State law); and

(2) an address and telephone number that the
mortgagor may use to contact the servicer to
determine whether the mortgagor may cancel
the private mortgage insurance.

(c) Inclusion in other annual notices
The information and disclosures required

under subsection (b) of this section and sub-
section (a)(3) of this section may be provided on
the annual disclosure relating to the escrow ac-
count made as required under the Real Estate
Settlement Procedures Act of 1974 [12 U.S.C. 2601
et seq.], or as part of the annual disclosure of in-
terest payments made pursuant to Internal Rev-
enue Service regulations, and on a form promul-
gated by the Internal Revenue Service for that
purpose.
(d) Standardized forms

The mortgagee or servicer may use standard-
ized forms for the provision of disclosures re-
quired under this section, which disclosures
shall relate to the mortgagor’s rights under this
chapter.

(Pub. L. 105–216, § 4, July 29, 1998, 112 Stat. 902;
Pub. L. 106–569, title IV, §§ 402(c)(2), 403(b), Dec.
27, 2000, 114 Stat. 2957.)

REFERENCES IN TEXT

The effective date of this chapter, referred to in sub-
sec. (b), is 1 year after July 29, 1998, see section 13 of
Pub. L. 105–216, set out as an Effective Date note under
section 4901 of this title.

The Real Estate Settlement Procedures Act of 1974,
referred to in subsec. (c), is Pub. L. 93–533, Dec. 22, 1974,
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1 See References in Text note below.

88 Stat. 1724, as amended, which is classified principally
to chapter 27 (§ 2601 et seq.) of this title. For complete
classification of this Act to the Code, see Short Title
note set out under section 2601 of this title and Tables.

AMENDMENTS

2000—Subsec. (a)(1). Pub. L. 106–569, §§ 402(c)(2)(A)(i),
403(b)(1)(A), substituted ‘‘residential mortgage trans-
action (other than a residential mortgage transaction
described in section 4902(g)(1) of this title)’’ for ‘‘resi-
dential mortgage or mortgage transaction (other than
a mortgage or mortgage transaction described in sec-
tion 4902(f)(1) of this title)’’ in introductory provisions.

Subsec. (a)(1)(A)(ii)(IV), (B)(iii). Pub. L. 106–569,
§ 402(c)(2)(A)(ii), (iii), substituted ‘‘section 4902(g) of this
title’’ for ‘‘section 4902(f) of this title’’.

Subsec. (a)(2). Pub. L. 106–569, §§ 402(c)(2)(B),
403(b)(1)(B), substituted ‘‘residential mortgage trans-
action’’ for ‘‘mortgage or mortgage transaction’’ and
‘‘section 4902(g)(1) of this title’’ for ‘‘section 4902(f)(1) of
this title’’.

Subsec. (c). Pub. L. 106–569, § 403(b)(2), substituted
‘‘subsection (a)(3) of this section’’ for ‘‘paragraphs
(1)(B) and (3) of subsection (a) of this section’’.

Subsec. (d). Pub. L. 106–569, § 403(b)(3), inserted before
period at end ‘‘, which disclosures shall relate to the
mortgagor’s rights under this chapter’’.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4905 of this title.

§ 4904. Notification upon cancellation or termi-
nation

(a) In general
Not later than 30 days after the date of can-

cellation or termination of a private mortgage
insurance requirement in accordance with this
chapter, the servicer shall notify the mortgagor
in writing—

(1) that the private mortgage insurance has
terminated and that the mortgagor no longer
has private mortgage insurance; and

(2) that no further premiums, payments, or
other fees shall be due or payable by the mort-
gagor in connection with the private mortgage
insurance.

(b) Notice of grounds
(1) In general

If a servicer determines that a mortgage did
not meet the requirements for termination or
cancellation of private mortgage insurance
under subsection (a) or (b) of section 4902 of
this title, the servicer shall provide written
notice to the mortgagor of the grounds relied
on to make the determination (including the
results of any appraisal used to make the de-
termination).
(2) Timing

Notice required by paragraph (1) shall be
provided—

(A) with respect to cancellation of private
mortgage insurance under section 4902(a) of
this title, not later than 30 days after the
later of—

(i) the date on which a request is re-
ceived under section 4902(a)(1) of this title;
or

(ii) the date on which the mortgagor sat-
isfies any evidence and certification re-
quirements under section 4902(a)(3) 1 of this
title; and

(B) with respect to termination of private
mortgage insurance under section 4902(b) of
this title, not later than 30 days after the
scheduled termination date.

(Pub. L. 105–216, § 5, July 29, 1998, 112 Stat. 903.)

REFERENCES IN TEXT

Section 4902(a)(3) of this title, referred to in subsec.
(b)(2)(A)(ii), was redesignated section 4902(a)(4) of this
title by Pub. L. 106–569, title IV, § 404(1)(C), Dec. 27, 2000,
114 Stat. 2958.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4905 of this title.

§ 4905. Disclosure requirements for lender paid
mortgage insurance

(a) Definitions
For purposes of this section—

(1) the term ‘‘borrower paid mortgage insur-
ance’’ means private mortgage insurance that
is required in connection with a residential
mortgage transaction, payments for which are
made by the borrower;

(2) the term ‘‘lender paid mortgage insur-
ance’’ means private mortgage insurance that
is required in connection with a residential
mortgage transaction, payments for which are
made by a person other than the borrower; and

(3) the term ‘‘loan commitment’’ means a
prospective mortgagee’s written confirmation
of its approval, including any applicable clos-
ing conditions, of the application of a prospec-
tive mortgagor for a residential mortgage
loan.

(b) Exclusion
Sections 4902 through 4904 of this title do not

apply in the case of lender paid mortgage insur-
ance.
(c) Notices to mortgagor

In the case of lender paid mortgage insurance
that is required in connection with a residential
mortgage transaction—

(1) not later than the date on which a loan
commitment is made for the residential mort-
gage transaction, the prospective mortgagee
shall provide to the prospective mortgagor a
written notice—

(A) that lender paid mortgage insurance
differs from borrower paid mortgage insur-
ance, in that lender paid mortgage insurance
may not be canceled by the mortgagor,
while borrower paid mortgage insurance
could be cancelable by the mortgagor in ac-
cordance with section 4902(a) of this title,
and could automatically terminate on the
termination date in accordance with section
4902(b) of this title;

(B) that lender paid mortgage insurance—
(i) usually results in a residential mort-

gage having a higher interest rate than it
would in the case of borrower paid mort-
gage insurance; and

(ii) terminates only when the residential
mortgage is refinanced (under the meaning
given such term in the regulations issued
by the Board of Governors of the Federal
Reserve System to carry out the Truth in
Lending Act (15 U.S.C. 1601 et seq.)), paid
off, or otherwise terminated; and
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(C) that lender paid mortgage insurance
and borrower paid mortgage insurance both
have benefits and disadvantages, including a
generic analysis of the differing costs and
benefits of a residential mortgage in the
case lender paid mortgage insurance versus
borrower paid mortgage insurance over a 10-
year period, assuming prevailing interest
and property appreciation rates;

(D) that lender paid mortgage insurance
may be tax-deductible for purposes of Fed-
eral income taxes, if the mortgagor itemizes
expenses for that purpose; and

(2) not later than 30 days after the termi-
nation date that would apply in the case of
borrower paid mortgage insurance, the serv-
icer shall provide to the mortgagor a written
notice indicating that the mortgagor may
wish to review financing options that could
eliminate the requirement for private mort-
gage insurance in connection with the residen-
tial mortgage transaction.

(d) Standard forms
The servicer of a residential mortgage trans-

action may develop and use a standardized form
or forms for the provision of notices to the
mortgagor, as required under subsection (c) of
this section.

(Pub. L. 105–216, § 6, July 29, 1998, 112 Stat. 904;
Pub. L. 106–569, title IV, §§ 403(c), 406(a), Dec. 27,
2000, 114 Stat. 2957, 2959.)

REFERENCES IN TEXT

The Truth in Lending Act, referred to in sub-
sec.(c)(1)(B)(ii), is title I of Pub. L. 90–321, May 29, 1968,
82 Stat. 146, as amended, which is classified generally
to subchapter I (§ 1601 et seq.) of chapter 41 of Title 15,
Commerce and Trade. For complete classification of
this Act to the Code, see Short Title note set out under
section 1601 of Title 15 and Tables.

AMENDMENTS

2000—Subsec. (c). Pub. L. 106–569, § 403(c)(1)(A), struck
out ‘‘a residential mortgage or’’ before ‘‘a residential
mortgage transaction’’ in introductory provisions.

Subsec. (c)(1)(B)(ii). Pub. L. 106–569, § 406(a), inserted
‘‘(under the meaning given such term in the regula-
tions issued by the Board of Governors of the Federal
Reserve System to carry out the Truth in Lending Act
(15 U.S.C. 1601 et seq.))’’ after ‘‘refinanced’’.

Subsec. (c)(2). Pub. L. 106–569, § 403(c)(1)(B), inserted
‘‘transaction’’ before period at end.

Subsec. (d). Pub. L. 106–569, § 403(c)(2), inserted
‘‘transaction’’ after ‘‘residential mortgage’’.

§ 4906. Fees for disclosures

No fee or other cost may be imposed on any
mortgagor with respect to the provision of any
notice or information to the mortgagor pursu-
ant to this chapter.

(Pub. L. 105–216, § 7, July 29, 1998, 112 Stat. 905.)

§ 4907. Civil liability

(a) In general
Any servicer, mortgagee, or mortgage insurer

that violates a provision of this chapter shall be
liable to each mortgagor to whom the violation
relates for—

(1) in the case of an action by an individual,
or a class action in which the liable party is

not subject to section 4909 of this title, any ac-
tual damages sustained by the mortgagor as a
result of the violation, including interest (at a
rate determined by the court) on the amount
of actual damages, accruing from the date on
which the violation commences;

(2) in the case of—
(A) an action by an individual, such statu-

tory damages as the court may allow, not to
exceed $2,000; and

(B) in the case of a class action—
(i) in which the liable party is subject to

section 4909 of this title, such amount as
the court may allow, except that the total
recovery under this subparagraph in any
class action or series of class actions aris-
ing out of the same violation by the same
liable party shall not exceed the lesser of
$500,000 or 1 percent of the net worth of the
liable party, as determined by the court;
and

(ii) in which the liable party is not sub-
ject to section 4909 of this title, such
amount as the court may allow, not to ex-
ceed $1,000 as to each member of the class,
except that the total recovery under this
subparagraph in any class action or series
of class actions arising out of the same
violation by the same liable party shall
not exceed the lesser of $500,000 or 1 per-
cent of the gross revenues of the liable
party, as determined by the court;

(3) costs of the action; and
(4) reasonable attorney fees, as determined

by the court.
(b) Timing of actions

No action may be brought by a mortgagor
under subsection (a) of this section later than 2
years after the date of the discovery of the vio-
lation that is the subject of the action.
(c) Limitations on liability

(1) In general
With respect to a residential mortgage

transaction, the failure of a servicer to comply
with the requirements of this chapter due to
the failure of a mortgage insurer or a mortga-
gee to comply with the requirements of this
chapter, shall not be construed to be a viola-
tion of this chapter by the servicer.
(2) Rule of construction

Nothing in paragraph (1) shall be construed
to impose any additional requirement or li-
ability on a mortgage insurer, a mortgagee, or
a holder of a residential mortgage.

(Pub. L. 105–216, § 8, July 29, 1998, 112 Stat. 905.)

§ 4908. Effect on other laws and agreements

(a) Effect on State law
(1) In general

With respect to any residential mortgage or
residential mortgage transaction con-
summated after the effective date of this chap-
ter, and except as provided in paragraph (2),
the provisions of this chapter shall supersede
any provisions of the law of any State relating
to requirements for obtaining or maintaining
private mortgage insurance in connection
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with residential mortgage transactions, can-
cellation or automatic termination of such
private mortgage insurance, any disclosure of
information addressed by this chapter, and
any other matter specifically addressed by
this chapter.
(2) Protection of existing State laws

(A) In general
The provisions of this chapter do not su-

persede protected State laws, except to the
extent that the protected State laws are in-
consistent with any provision of this chap-
ter, and then only to the extent of the incon-
sistency.

(B) Inconsistencies
A protected State law shall not be consid-

ered to be inconsistent with a provision of
this chapter if the protected State law—

(i) requires termination of private mort-
gage insurance or other mortgage guar-
anty insurance—

(I) at a date earlier than as provided in
this chapter; or

(II) when a mortgage principal balance
is achieved that is higher than as pro-
vided in this chapter; or

(ii) requires disclosure of information—
(I) that provides more information

than the information required by this
chapter; or

(II) more often or at a date earlier than
is required by this chapter.

(C) Protected State laws
For purposes of this paragraph, the term

‘‘protected State law’’ means a State law—
(i) regarding any requirements relating

to private mortgage insurance in connec-
tion with residential mortgage trans-
actions;

(ii) that was enacted not later than 2
years after July 29, 1998; and

(iii) that is the law of a State that had
in effect, on or before January 2, 1998, any
State law described in clause (i).

(b) Effect on other agreements
The provisions of this chapter shall supersede

any conflicting provision contained in any
agreement relating to the servicing of a residen-
tial mortgage loan entered into by the Federal
National Mortgage Association, the Federal
Home Loan Mortgage Corporation, or any pri-
vate investor or note holder (or any successors
thereto).

(Pub. L. 105–216, § 9, July 29, 1998, 112 Stat. 906.)

REFERENCES IN TEXT

The effective date of this chapter, referred to in sub-
sec. (a)(1), is 1 year after July 29, 1998, see section 13 of
Pub. L. 105–216, set out as an Effective Date note under
section 4901 of this title.

§ 4909. Enforcement

(a) In general
Compliance with the requirements imposed

under this chapter shall be enforced under—
(1) section 8 of the Federal Deposit Insur-

ance Act [12 U.S.C. 1818]—

(A) by the appropriate Federal banking
agency (as defined in section 3(q) of the Fed-
eral Deposit Insurance Act [12 U.S.C.
1813(q)]) in the case of insured depository in-
stitutions (as defined in section 3(c)(2) of
such Act [12 U.S.C. 1813(c)(2)]);

(B) by the Federal Deposit Insurance Cor-
poration in the case of depository institu-
tions described in clause (i), (ii), or (iii) of
section 19(b)(1)(A) of the Federal Reserve
Act [12 U.S.C. 461(b)(1)(A)] that are not in-
sured depository institutions (as defined in
section 3(c)(2) of the Federal Deposit Insur-
ance Act [12 U.S.C. 1813(c)(2)]); and

(C) by the Director of the Office of Thrift
Supervision in the case of depository insti-
tutions described in clause (v) and or (vi) of
section 19(b)(1)(A) of the Federal Reserve
Act [12 U.S.C. 461(b)(1)(A)] that are not in-
sured depository institutions (as defined in
section 3(c)(2) of the Federal Deposit Insur-
ance Act [12 U.S.C. 1813(c)(2)]);

(2) the Federal Credit Union Act [12 U.S.C.
1751 et seq.], by the National Credit Union Ad-
ministration Board in the case of depository
institutions described in clause (iv) of section
19(b)(1)(A) of the Federal Reserve Act [12
U.S.C. 461(b)(1)(A)]; and

(3) part C of title V of the Farm Credit Act
of 1971 (12 U.S.C. 2261 et seq.), by the Farm
Credit Administration in the case of an insti-
tution that is a member of the Farm Credit
System.

(b) Additional enforcement powers
(1) Violation of this chapter treated as viola-

tion of other Acts
For purposes of the exercise by any agency

referred to in subsection (a) of this section of
such agency’s powers under any Act referred
to in such subsection, a violation of a require-
ment imposed under this chapter shall be
deemed to be a violation of a requirement im-
posed under that Act.

(2) Enforcement authority under other Acts
In addition to the powers of any agency re-

ferred to in subsection (a) of this section under
any provision of law specifically referred to in
such subsection, each such agency may exer-
cise, for purposes of enforcing compliance with
any requirement imposed under this chapter,
any other authority conferred on such agency
by law.

(c) Enforcement and reimbursement
In carrying out its enforcement activities

under this section, each agency referred to in
subsection (a) of this section shall—

(1) notify the mortgagee or servicer of any
failure of the mortgagee or servicer to comply
with 1 or more provisions of this chapter;

(2) with respect to each such failure to com-
ply, require the mortgagee or servicer, as ap-
plicable, to correct the account of the mortga-
gor to reflect the date on which the mortgage
insurance should have been canceled or termi-
nated under this chapter; and

(3) require the mortgagee or servicer, as ap-
plicable, to reimburse the mortgagor in an
amount equal to the total unearned premiums
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paid by the mortgagor after the date on which
the obligation to pay those premiums ceased
under this chapter.

(Pub. L. 105–216, § 10, July 29, 1998, 112 Stat. 907.)

REFERENCES IN TEXT

The Federal Credit Union Act, referred to in subsec.
(a)(2), is act June 26, 1934, ch. 750, 48 Stat. 1216, as
amended, which is classified generally to chapter 14
(§ 1751 et seq.) of this title. For complete classification
of this Act to the Code, see section 1751 of this title and
Tables.

The Farm Credit Act of 1971, referred to in subsec.
(a)(3), is Pub. L. 92–181, Dec. 10, 1971, 85 Stat. 583, as
amended. Part C of title V of the Act is classified gen-
erally to part C (§ 2261 et seq.) of subchapter V of chap-
ter 23 of this title. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 2001 of this title and Tables.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 4907 of this title.

§ 4910. Construction

(a) PMI not required
Nothing in this chapter shall be construed to

impose any requirement for private mortgage
insurance in connection with a residential mort-
gage transaction.

(b) No preclusion of cancellation or termination
agreements

Nothing in this chapter shall be construed to
preclude cancellation or termination, by agree-
ment between a mortgagor and the holder of the
mortgage, of a requirement for private mortgage
insurance in connection with a residential mort-
gage transaction before the cancellation or ter-
mination date established by this chapter for
the mortgage.

(Pub. L. 105–216, § 11, July 29, 1998, 112 Stat. 908.)


